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Abstract

Since the 1970s, China’s GDP growth basically maintained at an
average level of nearly 10% , not only higher than all transition country
in the same period, but also far ahead of the economic growth rate of
most developed countries. Some scholars think, the Chinese style decen-
tralization and the “competition for growth” among the local govern-
ments is important reason for China created the “ miracle of growth”
. After the reform of tax distribution system in 1994, competition among
the local government plays an important role in China’ s economic rise
and transition process. Therefore, with our country gradually enter to the
conversion stage focusing on the county economy in the present, how to
stimulate the enthusiasm of the county government to develop county e-
conomy, becomes an important way to further stimulate our economy de-
velopment.

The “Province Governing County” reform with the core of “expan-
ding county power”, can effectively easy the county — township fiscal
dilemma by giving county governments more autonomy, thus greatly in-
spire the enthusiasm of the county government to develop county econo-
my , and this is the basic reason of the reform. However, just like the re-
form of tax distribution system, while inspiring the enthusiasm of the
provincial government to develop local economy, it also caused vicious
competition among some local government, and thus caused a series of
economic distortions such as the local protectionism, market segmenta-
tion and repeat construction. Similarly, as a fiscal decentralization re-

form, the Province Governing County reform must have an important in-
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fluence on the behavior of county government expanded powers, and fis-
cal competition is the concentrated expression of the influence. It will in-
evitably affect the development of county economy that the county gov-
ernment actively participated in the competition, the benign fiscal com-
petition can promote the development of county economy, but the vi-
cious fiscal competition will hamper the development of county
economy. Therefore, it has an important practical significance that stud-
ying the changes of the fiscal competition after the “Province Governing
County” reform, especially the specific effects of county fiscal competi-
tion’s new characteristics on county economy development, and then
puts forward the policy suggestions to standardize and guide the county
fiscal competition.

This article is continues to the research about the government be-
havior and economic growth under decentralization system. Through the
induction and analysis to the existing research about provincial fiscal
competition and regional economic growth under tax distribution system,
the paper takes a detailed analysis of the county fiscal competition and
county economy development under province governing county
system. Specifically, the text is divided into eight chapters, the first
chapter is introduction about the topic selection and overall structure;
the second chapter and the third chapter analyzes and summarizes the
existing research literature, and respectively from theoretical level and
China’s practice two aspects, elaborated the analysis framework about
fiscal competition and economic growth under decentralization system;
the fourth chapter and the fifth chapter analysis the main features and
the existing test of the fiscal competition under Province Governing
County system; the sixth chapter and the seventh chapter elaborated the
specific effect of the county fiscal competition on county economy devel-
opment from theory level and practice level; the eighth chapter put for-
ward the fiscal competition management pattern with the core of “com-
petition for development” and some specific policy suggestions to pro-

mote county economy development.
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It should be pointed out that the competition among 2800 county
governments is more complex and difficult to management than the com-
petition among 30 provinces government, and with the constraints of my
ability and the difficulty to obtain county statistical data, the paper still
exists some shortages, such as only elaborated the relationship of county
fiscal competition and county social welfare in theory and did not take
empirical test. All these need further supplement and perfect in the later

research.

Key Words: Province — Governing — County System; Fiscal Competition ;
County Economy
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