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Toward a Legal Framework for Intergovernmental Fiscal Transfers

A Perspective from International Comparison
ZHANG Guang

Abstract: Intergovernmental transfers have become more and more important in China’s fiscal system since the 1994 tax sharing re-
form. A striking fact incompatible with the extreme importance of intergovernmental transfers is the complete reliance of the intergov-
ernmental transfer system on government regulations, rather than on laws. China’s legislature, the National People’s Congress and its
Standing Committee, must take action to provide a legal architecture of intergovernmental transfers for China. This paper points out
the necessity of building the legal framework for intergovernmental fiscal transfers based on the “principal-agent” transaction cost a-
nalysis framework of the New Institutional Economics, and then draws on the experience from a number of developed and developing
countries in intergovernmental transfers to explore the current situation of our country and the direction for improvement.

Key Words: intergovernmental relations ; finance intergovernmental transfers; legal framework for intergovernmental transfers ;
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principal-agent” analysis framework ; public finance; international comparison
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