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Central-Local Fiscal Relations under the Regional Development Pattern During the

“Third Five-Year Plan” Period
Wang Danli
Abstract: This article attempts to explore the fiscal relationship between the central and local governments during
the “third five-year plan” period by focusing on the handing in of expenditures by local governments and the fi-
nancial subsidies provided by the central government to local governments. Under the “total revenue-sharing” sys-
tem, the distribution of shared fiscal revenue between the central and local governments showed a bias toward the
local governments, and the differences among the provinces reflected the direct impact of the central government’
s top-level design of industrial and regional layout strategies on the distribution of fiscal revenue and central-local
fiscal relations. The emphasis on “military readiness” and the launch of the Third Front construction resulted in a
tendency toward centralization of national fiscal expenditures, but in terms of fiscal revenue, there emerged a trend
toward decentralization due to the continuous reduction in local obligations to hand in expenditures, which also

laid the groundwork for the central government’ s later financial inadequacy and fiscal system reforms.
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