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Preface

This book is the final result of National Social Science Fund research
project “The Structure and Effect of Fiscal Capital’s Regional Distribu-
tion” (Ratification No.99EJY004) . The book has five chapters which an-
alyse the following questions respectively

Chapter One, regional economy and regional fiscal resource. This
chapter analyses the different situations of our country’s regional economy
and regional fiscal resource. Particularly, the analysis of title 1.3 actually
points out a very important viewpoint of this book, that is, regional econ-
omy differences were the basic reason of our country’s regional fiscal re-
source variation. And the research on the variation of regional fiscal re-
source will be more of value especially in the period of transformation of
old economy and financial system, which will be the main objects of ana-
lysis in the following chapters. In order to confirm the influence of system
change on regional fiscal resource situation, the author divides the analy-
sis in three phases, namely, 1953 — 1979, 1981 (or 1982) — 1991 and
1994 ~ 1998, which on the whole correspond to the three periods on our
country’s public finance divided by fiscal system, that is, the public fi-
nance system of planned economy period represented by The System of
“Centralized Revenue Collection and Centralized Fiscal Transfers”, the
public finance system of economy transformation period represented by
The System of "Fiscal Contract” and the public finance system of market
economy period represented by The System of Tax Assignment. The ana-
lysis and contrast of the three periods’ regional fiscal resources, public
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finance systems and their interdependent relationship constitute the basic
research and analysis frame which run through the whole book .

Chapter Two, public finance system and the system of the regional
distribution of our country’s fiscal capital. This chapter analyses the fiscal
allocation relationship between central and local government contained in
the public finance system. It points out that, in what ever kinds of public
finance system, the interest conflicts between central and local govenl-
ments always exist. A rational public finance system should restrict those
conflicts in orderly boundary, and an irrational system would amplify the
destructiveness of those conflicts to such an extent as to do harm to the
national security.

Chapter Three, inter-government transfer payment system and the
structure and effect of fiscal capital’s regional distribution. This chapter is
the continuation and development of the quantitative analysis in Chapter
Two. Originally, inter-government transfer payment system is one of the
important parts of public finance system. At the thought that the structure
and effect of fiscal capital’s regional distribution are the most powerful
proof of the contradictions and conflicts between central and local public
finance, so the author discusses this topic alone in Chapter Three.

Chapter Four, the economic analysis of local protectionism. This
chapter extends the range of institutional analysis from central and local
govemnments to government and society interest groups. This chapter illus-
trates that in the procedure of economy transformation, the contradictions
and conflicts in the fiscal distribution relationship between central and lo-
cal governments are connected with society interest groups’ interest-moti-
vated activities. Local protectionism is the conspiratorial activities of local
government and enterprises at the cost of central government’s interest.

Chapter Five, the research of off-budget or off-system public finance
2



income. This chapter points out that one of the most outstanding charac-
teristics is the rapid expansion of the off-budget and off-system public fi-
nance income and expense in the procedure of economy transformation.
The reason lies in both rational factors such as the implementation of local
public finance’s autonomous rights, the fulfillment of local public de-
mands, and those irrational reasons such as the conflicts between central
and local governments. In order to regulate those off-budget or off-system
public finance income, we should discriminate those above-mentioned
factors correctly and adopt different methods. For this reason, this chap-
ter analyses the way of public goods supply, the implementation of local
public finance’s autonomous rights, the change from fees to taxes and
non-governmental public revenue and expenditure respectively.

This project was set in May 1995, and the authors submitted the
manuscript two years later. If the former preparation time is taken into ac-
count, the project cost about four years. This research consulted a lot of
research results in above-mentioned fields by foreign and domestic schol-
ars. The author is grateful to their hard work and makes footnotes in this
book. Moreover, those data used in the quantitative analysis stem from
those statistical material collections, statistical yearbooks, public finance
statistical material and public finance yearbook. The author is grateful to
those publishing houses and authors, for without these materials, the
quantitative analysis in this book can’t be finished. Finally, the author is
responsible for those faults and negligence in the book, and welcomes

comments and criticisms .

Author, October 25, 2001
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