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Division of Duties and Expenditure Responsibilities among Central

and Local Governments: Concepts, Principles and Solutions

LIU Song-yue

(Bussiness School, Beijing Normal University)

Abstract: The unreasonable division of expenditure responsibility among central and
local governments, and the fiscal pressure from grassroots government restrict the growth of
education funds and educational development. Therefore, it is necessary to study and
discuss division of responsibilities and fiscal spending among central and local governments.
The existing literature discusses the important concepts involved, and finds that the theories
of public goods hierarchy, transaction costs and preference identification, externalities, and
principal-agent theory provide guidelines and analytical frameworks for the behavior about
decision-making, supply, implementation, management, supervision. Future research
could consider a more specific and in-depth study of system or policy design and provide
quantitative evaluation.
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