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BRATE RN ERE A
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B, BRI T A T I R U R R B B ] A A SRR R E ST S 70 R R4
Fh 2 SCH Ay A BE I (1953 —1978 4F ) O Rl At 2 3 CBAR Ak 28 155 st
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@ (% B 5 T 524720 Bl 0 B FACH] iy P 2 ) (% (1993185 5) .
@ 1994—1997 4 + Mt H L1 SR P e A BT/ (B K AT AR IR, 2021) , 1994—1997 4 M50 A 4 B 3L e
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#FFE T 0.01,
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Economic Development Disparity, Fiscal System Transition and

County-level Fiscal Equalization: A Quantitative Analysis (1953-2019)
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Summary: Fiscal inequality across regions is a key determinant of equity in public service provision. In
China, county-level governments bear primary responsibility for delivering basic public services. However,
existing studies of fiscal inequality at this level have long been constrained by the lack of consistent micro-
level fiscal revenue and expenditure data. To address this limitation, we construct a comprehensive panel da-
taset of county-level fiscal revenues and expenditures spanning nearly seven decades from 1953 to 2019.
The dataset is compiled from more than 2,500 volumes of new local gazetteers, which constitute official his-
torical records unique to China, supplemented by other statistical sources. Based on this dataset, we conduct
a long-term quantitative analysis of the evolution of fiscal inequality among Chinese counties.

We reveal clear historical patterns in county-level fiscal inequality since 1953. The Gini coefficient of
per capita fiscal revenue exhibits substantial fluctuations and follows a W-shaped trajectory. After the
launch of reform and opening-up, its annual average rose to 0.46, markedly higher than the average level of
0.36 observed during the planned economy period. In contrast, the Gini coefficient of per capita fiscal ex-
penditure has remained significantly lower and shows a fluctuating downward trend. It declined from an an-
nual average of 0.28 under the planned economy to 0.27 in the early reform years, fell further to 0.25 dur-
ing 1994-2011 following the tax-sharing reform, and has stabilized at a historical low of 0.24 since the 18th
National Congress of the Communist Party of China.

By combining a historical analysis of institutional change across periods, we show that the evolution of
county-level fiscal inequality is jointly shaped by economic development disparities and fiscal institutions.
Fluctuations in the Gini coefficient of per capita fiscal revenue across periods closely track changes in the
Gini coefficient of per capita GDP, underscoring the significant role of economic fundamentals in shaping
revenue inequality. At the same time, we find that fiscal institutions designed by the central government,
particularly revenue assignment and intergovernmental transfer mechanisms, have played a crucial redis-
tributive role. These institutions have consistently kept the Gini coefficient of per capita fiscal expenditure
well below that of per capita fiscal revenue and contributed to its fluctuating decline over the past seven de-
cades. China’ s historical experience suggests that periods of fiscal centralization are generally associated
with reduced inequality, while decentralization tends to widen disparities. Although economic divergence
has intensified gaps in primary distribution, we find that fiscal institutions have effectively mitigated these
effects, especially through the transfer payment system under the tax-sharing framework, which has facili-
tated equitable access to basic public services.

Drawing on these findings, we argue that to achieve a higher level of fiscal equalization in line with
the goal of common prosperity, we must maintain the basic framework of the tax-sharing system while con-
tinuously improving the transfer payment system. Future reforms should focus on three aspects. First, a fis-
cal equalization evaluation system and policy objectives should be established with per capita fiscal expen-
diture as the core indicator. Second, the transfer payment system should be continuously adjusted and im-
proved in response to emerging problems and changing circumstances. Third, a fiscal and taxation system
that facilitates population mobility should be developed to promote the granting of urban residency to rural
migrants.

Keywords: Fiscal Inequality; Fiscal System; Quantitative History; Local Gazetteers
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