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Preface

The book {On Central and Local Govemmental Fiscal
Relations ), written by Mr. Kou Tiejun and published by Dongbei U-
niversity of Finance and Economics Publishing House in the “?96
China Modem Economics books series”,is based on and developed
from his Ph. D. thesis. As Mr. Kou’s Ph. D. supervisor, I am very
glad to write a preface for this book.
 Central and local govemmental fiscal relations is a historical,
worldwide and multisubject issue. The changes of China’s economic
system calls for the reform of central and local govemmental fiscal
relations ,and make it more scientific,more standard. It also calls for
the establishment of a fiscal system in line with the socialist market
economic sys‘;em. Therefore,tl;e study of central and local govem-
mental fiscal relations has both an important academic value,and an
important practical significance. |

Over recent years,central and local govemmental fiscal relations
has become a hotspot issue in public finance theories, several books
with special characters have been published. Compared with those
books, this book has made some development in its research and has
its own characters.

The first character of this book is,that it concentrated on the
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centralization and decentralization problems,and made a horizontal
and vertical study on the central and local govemmental fiscal rela-
tions. This book broke away from the classical way of studying fiscal
system based on public finance theory itself ,and has tried to study
the central and local govemmental fiscal relations from various an-
gles,such as politics,economics ,administration,law , history ,and has
made a positive research. The author studied central and local gov-
emmental fiscal relations in a broad sense, drew on the academic
achievements of other relative subjects,and made a general, histori-
cal ,and worldwide study and analysis on the fiscal relations between
central and local govemments.

The second character is,that is has paid close attention to the
integration of theory and practice. Theoretically speaking ,the author
doesn’t refute China’s classical theories on fiscal system , mimicking
the theories on fiscal system in westem countries, but based on the
foundation that China and westem countries are practicing market
economic system,and has made some initial analysis on the combina-
tion of China’s and westem countries’fiscal system theories. Practi-
cally speaking,the author analyzed the central and local governmen-
tal fiscal relations in some typical developed and countries, and also
looked into the history and current conditions of China’s central and
local governmental fiscal relations. The author presented his opinion
on the reform of China’s fiscal system, based on drawing on the ex-
periences of other countries,

The third character is, that the research on central and local
governmental fiscal relations is new and creative. The author made a
thorough analysis on fiscal system theory, and presented desired

model of fiscal system reform which is creative and easy to practice.
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These include :centralization as foundation is a common character no
matter in a centralized unitary system,or a decentralized federal sys-
tem ; due to the expansion of government functions, government it-
self too become a profession in which the regulation of division of
works exist ,the division of functions between central and local gov-
ernments is connected with the division of social works;the realiza-
tion and its extent of the government functions is combined with the
quality ,quantity and degree of public goods provided by various lev-
els of government ; the division of expenditure and revenue is relative
to the emphasis on the importance of functions of central and local
government ,and also relative to scope of public goods;as a regulator
. on centralization and decentralization, inter-governmental transfer
system plays the role of vertical and horizontal equalization with its
various kinds of special and flexible means; practicing mullet-level
fiscal system,giving prominence to the dominant position of central
government finance ;the fundamental problem in the development of
China’s central and local governmental fiscal relations is the coexis-
tence of unstandard centralization and decentralization ,not as éimple
as too much centralization or decentralization ;diminishing the fiscal
and economic management power at provincial level,increasing the
fiscal and economic management power at provincial level,should be
a major principle in China’s decentralization process ;the core of cen-
tral and local governmental fiscal relations should be at the central-
urban level ; the desired model of China’s fiscal system is decentral-
ization based on centralization, with the separation of taxes as a main
character in fiscal system ,supplemented by intergovernmental trans-
fers;etc.

Generally speaking, this is a worth reading book on central and
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local governmental fiscal relations, with many creative and ex-
ploratory ideas and opinions. The completion and publishing of this
book suggest that the author enjoys a sound theoretical knowledge,
and also a deep and systematic economics knowledge. I congratulate
to the author on the publishing of this book, wish him work hard
continually ,and make greater achievements in public finance and e-

conomics research.

‘Chen Gong
December 12 1995
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