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Abstract Since the 1994 tax refom, there have been increasing concemson fiscal
digarities anong China's local goverrments This article traces the ewolution of
intergoverrmental fiscal relations in China since 1978, examines the changes of
provincial-level fiscal digaritiesover time, assesses the equalizing effect of central
tranders, and provides suggestions for future research and policy refoms A current
research priority is to estimate the cost function of public service delivery, which can
be used  better assess local fiscal ggos betveen fiscal needs and revenue cgpacity.
To alleviate fiscal digarities, the central goverrment should increase the anount of
general tranders establish fomula-based goproaches for its allocation, and
encourage corregponding policy monitoring and gpplication research
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promulgated the lav on caompulry education, which stipulates that the state should
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