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Stylized Facts of County-level Tax Revenue Sharing .

Calculation and Analysis Based on a Unique Dataset
Wu Min Zhou Li‘an Shi Guang

Abstract; China has a hierarchical governance structure consisting of five — levels: the central government,
provincial governments, municipal governments, county governments, and township governments. The government from
top down implements an " administrative subcontract system" ,whereby the superior government delegates relevant ad-
ministrative authorities and public services to the subordinate government,while granting the latter certain fiscal rights
and proportion of the tax revenue to incentivize local economic development and the provision of local public goods. Ex-
tensive literature suggests that fiscal decentralization has played a critical role in China” s sustained and rapid economic
growth since the introduction of the reform and opening up policy in 1978.

One of the key challenges in studying China” s fiscal decentralization and local governments” fiscal incentives is
how to measure the distribution of fiscal power among governments. In recent years,some scholars have advocated using
the tax revenue sharing ratio between superior and subordinate governments to measure the degree of fiscal decentraliza-
tion and the intensity of fiscal and tax incentives between governments at different levels.

Due to data limitations , most existing research relies on measurement and calculation methods to obtain the tax
revenue sharing ratio of China” s multi—level governments,but the result cannot be reliably verified. In this study, we
employ a unique dataset to accurately calculate the tax revenue sharing ratio between county—level governments and the
higher central , provincial ,and municipal governments. We also verify the validity of popular measurement and inference
methods in existing literature. Moreover , we use this dataset to describe the stylized facts of the tax revenue sharing ratio
of county—level governments and come to several key research conclusions. Firstly, the tax revenue sharing ratio of
county—level governments is about 41% ,approximately 1.5 times that of municipal governments(27% ). Secondly, the
ratio differs significantly from province to province and within the same province. Thirdly,the tax revenue sharing ratio
of counties under direct fiscal administration of the provincial government, counties with expanded fiscal powers,and
grain—producing counties is higher than that of ordinary counties. Finally,the higher the economic status of the county—
level government,the lower the ratio.

This study has important policy implications. Firstly ,our conclusions provide a basis for the adjustment of the inter—
governmental tax revenue sharing ratio in the future. Secondly, we suggest that the central government establish central-
ized regulation on the scope,format of fiscal information disclosure of governments at all levels,and establish a unified
database of budget and final account information disclosure of government departments. Finally ,we suggest that the cen-
tral and local governments should give county—level governments more power in running economic and social affairs to
release impetus, for, ecenomic; development.

Key words: fiscal decentralization ;tax revenue sharing ratio ; counties under direct fiscal administration of the pro-

vincial government;counties with expanded fiscal powers;economic status
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