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Why Livelihood Fiscal Expenditure is Relatively Low: Empirieal Evidence from Eax Sharing

CHEN Chengli ZHANG Tongbin
(School of Economics, Dongbei University of Finance and Economics)

Abstract Optimizing fiscal reform is a critical component in promoting a higher level of common prosperity.
This study examines the effects of tax sharing on public spending by governments below the provincial level. It
uses a theoretical model to explain the internal logic of the relationship between tax sharing and the proportion of
fiscal spending on public livelihood, or basic social needs. The study also conducts empirical testing, and the results
show that tax sharing fiscal incentives have a restraining effect on the proportion of Livelihood Fiscal Expenditure.
Compared to underdeveloped cities, when the proportion of tax sharing in developed cities increases, the proportion of
Livelihood Fiscal Expenditure decreases significantly. In large cities and cities with high levels of fiscal expenditure
decentralization, the negative impact of tax sharing on the proportion of Livelihood Fiscal Expenditure is relatively
limited. This paper provides a practical reference for promoting the reform of the fiscal system below the provincial
level, optimizing the structure of fiscal expenditure, and achieving more equal levels of basic public services.
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