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Does the Fiscal Decentralization Impact
the Financial Decentralization?

He Dexu® and Miao Wenlong”
(a: Institute of Finance and Banking Chinese Academy of Social Sciences; b: Xi’An Branch of PBC)

Abstract: According to the internal logic of fiscal decentralization and financial decentralization assuming the internal
consistency between their spatial effects and validating by using the economic data of Chinese 1978—2012 years the
result shows that: during the process of fiscal decentralization the financial invisibly has a certain amount of
decentralization and is similar to fiscal decentralization on spatial effect. The financial decentralization has double feature
with external centralization and internal decentralization which is significantly different from the dominant financial
centralization. Under conditions of limited lateral accountability mechanisms and imperfect vertical accountability
mechanisms local government must expand their economic interests with the core of fiscal income and the radius of power
influence form the budget income bank loans bank table foreign assets and other financial resources and transfer the
risks burden to the country which continuous brewing and accumulation of financial risks. The method of financial
completely decentralized cannot effectively solve this problem the key lies in two things: first how to enable local
governments to match the risk and return; the second is to finance a modest decentralization.
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