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Tax Sharing and Fiscal Imbalance .

Reconstruction of China’s VAT Sharing System
ZHANG Kezhong, ZHANG Wentao, WAN Xin ( Zhongnan University of Economics and Law, 430073)

Abstract; Inappropriate division of fiscal revenue among regions causes fiscal imbalance. Narrowing regional
fiscal gap is helpful for the establishment of modern central-local fiscal relationship. This paper uses the VAT
sharing reform in 2016 to study the impact of tax sharing on fiscal imbalance, and proposes a new scheme to
reconstruct the VAT sharing system. We have three findings: the VAT sharing reform alleviated the vertical
fiscal imbalance caused by “Business Tax Replaced with VAT Reform” , but exacerbated the horizontal fiscal
imbalance and widened the regional financial gap; the exacerbation of the horizontal fiscal imbalance is due to
the expansion of the regional fiscal capacity differentiation after the reform of VAT sharing; adjusting VAT
raising principles and sharing methods can help reduce the degree of regional imbalances. Our conclusion is
significant for improving the intergovernmental fiscal relationship, clarifying the connotation of the modern
central-local fiscal relationship and promoting the construction of modern financial system.

Keywords; Tax Sharing, Fiscal Imbalances, Intergovernmental Fiscal Relations

JEL. H20, H77

TAEmRBET 2

58





