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From Tax-sharing to Revenue-sharing:

Theoretical Logic and Practical Logic of Inter-Governmental Tax Division
WANG Tong

Abstract: Tax division is the main part of the fiscal system reforms in China. Tax division between the
central and local governments is facing the path dependence on tax-sharing system in China. Since the tax-
sharing reform, the reforms of the tax system show a trend from the tax-sharing system to a revenue-sharing
one. Based on the facts and literatures, this paper focuses on the formation of tax assignment pattern, especially
tax sharing system, from the theoretical and practical dimensions. We analyze its logic and mechanism from the
institutional environment, constraint conditions, and dynamic mechanism, which together provide an
explanatory framework for inter-governmental tax division more suitable for China and also provide an
important perspective for inter-governmental fiscal relations with Chinese characteristics.

Keywords: Inter-Governmental Tax Division; Tax-Sharing System ; Theoretical Logic; Practical Logic
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