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and Governance
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Abstract The impact of fiscal decentralization on economic development has become one
of the important issues in transition economics. Most economists tend to emphasize the role of
fiscal decentralization in promoting economic development. But they ignore that fiscal decen-
tralization could be detrimental to long-run economic development and lead to massive corrup-
tion in the event of inadequate supply of institutions, particularly in transition economies such
as China. This paper tests the relationship between fiscal decentralization and corruption u-
sing panel data from Chinese provinces. The results show that fiscal decentralization worsens
the problem of corruption.
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