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Summary: Promoting the province-managing-county fiscal reform by local conditions is an important institutional
guarantee for fully mobilizing the enthusiasm of governments at all levels below the provincial level, enhancing the ability of
county and township grass-roots governments to guarantee public services, and narrowing the gaps in basic public services
between cities and counties. This paper constructs a theoretical analysis framework with the main line of “provincial fiscal
management mode — municipal fiscal support behavior — basic public service gaps between cities and counties”.

This paper takes healthcare hygiene public service and basic education public service as the research objects. And
based on the national county-level sample data from 2003 to 2020, this paper adopts a multi-period DID model to assess the
impact of the province-managing-county fiscal reform on the basic public service gaps between cities and counties. The
paper finds that: First, the province-managing-county fiscal reform significantly reduces the gap in basic public services in
ealthcare hygienepublic and basic education between cities and counties, and the above results still hold after robustness
tests. Second, the mechanism analysis shows that the province-managing-county fiscal reform significantly enhances the
vitality of the county-level economy and the ability to obtain county-level transfer payments, both of which can effectively
narrow the gap in the basic public services between cities and counties. This fully verifies the role of the municipal
government’s support for the development of counties. Third, the grouping test shows that in the group with higher degree of
topographic relief, the province-managing-county fiscal reform significantly reduces the basic public service gap between
cities and counties; on the contrary, in the group with lower degree of topographic relief, this role is not significant. It also
finds that the higher the degree of topographic relief of a county, the weaker of the aggregation ability of its population,
industry, and other factors.

This paper has the following contributions. First, existing literature on the basic public service gap mainly focuses on
the definition of authority and expenditure responsibility, the division of fiscal revenue, and the transfer payment system;
however, this paper is mainly to study how the fiscal management mode affects the gap in basic public services. Second, this
paper find the difference in the degree of topographic relief, which can objectively identify municipal government’s support
incentives.It not only reveals the paths of the province-managing-county fiscal reform but also provides an objective basis
for how to promote the reform by local conditions.

Key words: province-managing-county; fiscal reform; public service gap; topographic undulation
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