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JUN ZHANG
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Abstract One of the most fascinating advancements in public economics in the past dec-

ade is the emergence of second generation of fiscal decentralization. Not like the early genera-

tion following Charles Tiebout in 1956, the new development of fiscal federalism focuses not

on public finance, but on the role of incentives and behavior of local officials in preserving the
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markets, enhancing regional competition and fostering economic growth. In the context of e-
volution of central-local relationship in China, and of fiscal decentralization during post-1978
era, this paper attempts to construct a Chinese story of economic transition and growth by
tracing and outlining the theoretical and empirical elaboration of “fiscal decentralization, Chi-
nese style”.
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