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Abstract Province-governing-county is one of the hot topics of provincial fis-
cal system reform in China., This book studies the fiscal system of povince-
governing-county, taking Zhejiang and Ningxia as examples. These two prov-
inces have been implementing the province-governing-county system since the
foundation of the PRC., The main research contents are as follows: The first
chapter reviews the history of Zhejiang and Ningxia's province-governing-
county fiscal system at three different periods. i. e. the periods of unified reve-
nue and expenditure, tax contracting and tax sharing system, respectively.
The second chapter analyzes the impact and influence of tax-sharing reform on
fiscal system operation, transfer and fiscal equalization in Zhejiang and Ningx-
ia, and points out that the establishment of a balanced transfer mechanism
within a province is the key to the stability of provincial fiscal system. The
third chapter investigates the effect of fiscal decentralization and incentive poli-

cies on county-level economic growth, based on a panel of 55 counties in Zhe-
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jiang province from 1995 to 2003. The results show that the increase of the
proportion of central taxation hinders the economic growth of the counties,
while provincial fiscal incentives contributes to local economic growth. The
fourth chapter analyzes the impact of rewards on local fiscal efforts and eco-
nomic growth. The results show that the incentive is positively correlated with
the local fiscal effort of the county, and it is also positively correlated with the
economic growth rate of the county. The fifth chapter analyzes the policy logic
of different types of transfer and its influence in Zhejiang province. The results
show that the transfer of the county in Zhejiang province is positively correlated with
its fiscal gap and fiscal effort, while negatively related to its economic development
and financial adequacy, which means that the provincial transfer is affected by the
fairness factor. The sixth chapter constructs three different fiscal decentralization
and financial autonomy indicators for Zhejiang province. By comparing and analyzing
these indicators, we find that when we are measuring the fiscal decentralization of
the county, we must distinguish between central-county fiscal relationship and pro-
vincial-county fiscal relationship. At the same time, we must consider the connec-
tions of tax-sharing system and the original fiscal system.

Key words  Fiscal System of Province-Governing-County; Fiscal Decentrali-

zation; Fiscal Effort; Economic Development
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