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The Orientation of Property Tax Reform and the
Transformation of Local Governance in China

Zhang Ping & Deng Yusong
(Fudan University Shanghai; Development Research Center of the State Council Beijing)

Abstract:From the perspective of governance this article explores the origin and essence of local fiscal reform and examines the
orientation of property tax reform in China in a comprehensive framework of local fiscal systems and local governance. On the ba—
sis of the local fiscal system in China tax structure optimization local fiscal sustainability and public service provisions have con—
firmed the necessity and urgency of property tax reform. In terms of adequacy property tax will be the most important type of
wealth tax and also a potential tax which is most likely to be the main revenue source of local governments. In terms of necessity
the property tax reform is to achieve the goal of improving local governance and increasing the provision of public services. As an
efficient local tax characterized by benefit tax property tax can become a tool to match fiscal capacity and responsibility of local
governments and form a governance system with local revenue and expenditure connected to each other. Considering the character—
istics of China% transitioning stage the institutional design of property tax reform needs to follow the ideas of local self — govern—
ance differential tax rates and gradual reform.
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