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Relationship between Fiscal Decentralization and
Public Education Provision: Theoretical Model
and a Research on Prefectural Panel Data

LUO Wei-qing
(School of Economics and Management , Tsinghua University ,Beijing 100084 ,China)

Abstract: While the tax-sharing reform which occurred in 1994 raises
the financial revenue of central government, it increases the expenditure of
local governments.Such fiscal decentralization on expenditure may reduce the
supply of public services of local governments,such as education spending.
The paper analyzes the main reasons of this phenomenon, and then con-
structs a theoretical model to confirm the negative effect of fiscal decentrali-
zation on public education provision based on the prefectural-level panel data
from 1996 to 2007.Then it compares public education provision in different
education periods and regions. According to the results. it gives policy pro-
posals on how to improve the supply of public education from the angle of
public financial system.

Key words: fiscal decentralization; public education; tax-sharing re-
form; panel data (R1EHRE F M)
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