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ABSTRACT 1

t the present time, establishing a new and

standardized  Intergovernmental  Fiscal
Transfer system is an urgent research task in
Chinese public finance construction. Based on
this background, this book is a tentative re-
search on fiscal distribution relations and Inter-
governmental Fiscal Transfer mode between the
.central government and the local governments.

As a market economy oriented country,
China, with the further development of market
economy, has greatly changed in social economic
structure. Establishing intergovernmental fiscal
distribution relations and management system
which meet the needs of market economy and ac-
cord with international conventions has become
the most important task. According to the re-

formation guideline, this book renders innovative
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ideas and proposals on designing fiscal transfer system.

Intergovernmental Fiscal Transfer system refers to fiscal grants
system between western governments and has a history of more than
100 years. According to its own different social history condition,
each government establishes its own institutional system with differ-
ent characteristics, different models and unceasing development.
According to the reality in China, this book puts more research
strength on institution design of intergovernmental fiscal transfer.
This book differs from the previous research methods. It uses math-
ematics as the main research tool and mainly adopts the methods in
game theory. By adopting the efficient tools of dealing with com-
petitive and cooperation in Game theory, this book considers the de-
sign and innovation of intergovernmental fiscal transfer system. By
doing research on the game mechanisms between central government
and local governments, the author establishes mathematics models.
Each mathematics model aims at the corresponding fiscal problem,
and thus makes the mathematics model strongly explainable. These
models aléo render ideas and warranties for scientific decision — mak-
ing and institution design, making the fiscal system research more
scientific.

When analyzing the inevitability of tax share system, this book
puts more strength on the research of the mechanism of non — coop-
erative game on the supply system of incomplete information, re-
veals the shortcomings of the supply system and illustrates the ad-
vantage of tax share system. At the same time, to the difficult
share tax incentive problem, by using principal — agent theory, the

author does research work on the distribution relation in share tax
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between the central government and the local governments, The au-
thor also does research work on the problems of how to rationally
share risks in two level governments and how to make local govern-
ment support share tax system. By connecting the system design of
share tax with normative fiscal transfer, the book expands the re-
search of fiscal transfer and establishes distribution models and in-
centive systems which combinate share tax and fiscal transfer sys-
temn.

Fiscal transfer is a complex large system and a distribution form
decided by the central government and each local government. Since
the structure of fiscal transfer is influenced by the factors such as so-
cial organization structure, information structure and etc., the cen-
tral government and local governments locate in the different grades
and thus generate the so — called multi — person multi — level large
system. The decision ~ making problem is called Stackelberg game
problem. After defining the basic concepts, classifications , func-
tions and the relation with share tax, this book analyses the general
structure of fiscal transfer and reveals an apparent characteristic of
our country that has sole country financial system. Organization
management structure form with different grades and different
blocks is a tree structure and has the character of dijie level, Thus
this book adopts multistage programming method to establish the in-
dex system and operational system of fiscal transfer and provides the
frame and contour for the system design of fiscal transfer.

After fully considering the rationality of gross scale and equilib-
rium distribution, the book adopts the two — person principal and

subordinate Stackelberg game model, does research work on distri-
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bution relationship between the central government and the local
government in fiscal transfer system and from the view of mathe-
matics abstract it into the gross problem of fiscal transfer. During
the design of models, based on objective factors the author considers
the standard income, the standard expenditure and how to stimulate
the tax enthusiasm of local governments. At the same time the book
considers the factors on how to confine local government error charg-
ing and finds a distribution method, which confirms the gross of fis-
cal transfer.

After assuming that the gross of fiscal transfer has been decid-
ed, the book does research work on horizontal balances of fiscal
transfer. The book adopts one principle and multi — subordinate
Stackelberg game model and does research work on the horizontal
balance distribution relationship between the central government and
several local governments in the fiscal transfer. In the design of
models, from the aspect of the fair and impersonality, by designing
a set of effective restrict system and incentive system, the book
gives out the distribution methods and system design ideas that re-
veal horizontal balances of fiscal transfer.

How to rationally stimulate the different types of cooperation
enthusiasm between local governments is an important content of fis-
cal transfer. The book analyses the effects of cooperation game in
resource allocation between local governments and adopts cooperative
game model to research Robinhan — model of fiscal transfer horizon-
tal balance in which central government’s funds are not used.
Robinhan — model is about the selection problem of different cooper-

ation modes between local governments.
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The book also analyses the effect of fiscal transfer in compensat-
ing the out — going of regional benefit. It emphasizes on the re-
search of the benefit out — going on immigration, education, envi-
ronment protection, large basic construction and etc. It adopts the
ideas in game theory, renders policy consideration to lead people
positive immigration, brings about matching grants subsidy meth-
ods to the supply of benefit out — going public goods, establishes
models to avoid the “tragedy of the commons” and “free — rider”
and provides some ideas for the effective solution of these problems.

The book discusses the issues on fair and efficiency in fiscal
transfer system. It emphasizes that there exist large rich — poor dif-
ferences between developing countries and regions and fiscal transfer
is a method to eliminate rich — poor differences between regions.
The bock begins from the economic developing speed, adopts the
ideas of game theory and establishes the region chase models.
Through the discussion of fiscal transfer and relationship between
fair and efficiency, the book renders the emphasis of the fair and ef-
ficiency of different periods and the standards of weighing developing
difference between regions. It also brings about the power — weigh
ideas and measuring standards of fair and efficiency in fiscal transfer
and provides basis for designing region developing policy and fiscal
transfer method.

From the long period, the fiscal transfer used to eliminate the
poor — rich differences between region accords with the rule of
marginal utility elimination. With the development of productivity,
society and people’ s living condition, fiscal transfer will face new

economic developing problems and the fiscal transfer model and its
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distribution method will change unceasingly. The book anticipates
and prospects the future developing trends of fiscal transfer combin-

ing the development of Chinese economy.

Key words:
fiscal transfer, share tax, horizontal balances, vertical bal-

ance, game theory, public goods
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