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Abstract 
Fiscal taxation is an important means of national economic adjustment and control and 
rational allocation of public resources, as well as an important part of fiscal revenue. The 
development of China's market economy and the sustainable and stable social economy 
are inseparable from the continuous reform and innovation of the fiscal and taxation 
system. This article will analyze China's fiscal and taxation system, sort out the 
development process of China's fiscal and taxation system, summarize many problems 
faced by China's current fiscal and taxation system, and put forward relevant suggestions 
for the further development of China's fiscal and taxation system reform. 
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1. Introduction 

Under the background of the current new situation in China, the financial management service 
functions and management systems in some regions of China are showing problems, such as 
the limitations of the taxation and fiscal system, the imperfect system, the non-standard 
transfer payment system, the limitations of the fiscal and taxation system, etc., which directly 
affect The construction of the local government and the performance of its functions. 

2. Organization of the Text 

2.1. The Development History of China's Fiscal and Taxation System 
In the 29 years from the founding of New China in 1949 to 1978, the development of China's 
tax system was very bumpy. From 1950 to 1957, according to the political and economic 
conditions at that time, China established a complex tax system featuring multiple taxes and 
multiple levies on the basis of the original tax system. The establishment and implementation 
of this new tax system are essential for ensuring fiscal revenue, stabilizing the economy, 
ensuring the victory of the revolutionary war, realizing a fundamental improvement in the 
national financial and economic situation, promoting the recovery and development of the 
national economy, and supporting the social development of agriculture, handicrafts, and 
capitalist industry and commerce. It has played an important role in the reform of socialism and 
the establishment, consolidation and development of the socialist economic system. From 1958 
to 1978, the tax system has undergone several changes, all of which tend to be simplified. At the 
same time, tax agencies were largely withdrawn. The result is that there are fewer and fewer 
types of taxes, and the tax system is more and more simple, which greatly reduces the scope of 
taxation activities in the economic field, and affects the function of taxation to a certain extent. 
The reform process of China's tax system after 1978 can be roughly divided into three stages: 
the first stage was from 1978 to 1993 (the Third Plenary Session of the Eleventh Central 
Committee of the Communist Party of China to the Third Plenary Session of the Fourteenth 
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Central Committee of the Communist Party of China), that is, the period of economic transition. 
This is the initial stage of China's tax system reform after the reform and opening up. Starting 
from the establishment of a foreign-related tax system, it has implemented a comprehensive 
reform of the "profit-to-tax" for state-owned enterprises and the industrial and commercial tax 
system. The second stage is from 1993 to 2013, that is, the period of establishing a socialist 
market economic system. This is the stage of deepening tax reform after China's reform and 
opening up. A new tax system adapted to the needs of the socialist market economy has been 
gradually established. The third stage began in 2013, that is, the period of comprehensively 
deepening the reform. This is the stage of China's reform and improvement of the tax system 
after the reform and opening up. The goal of the reform is to establish a modern tax system that 
meets the requirements of the new era. 
Since 2013, China has entered a period of comprehensively deepening reform, followed by a 
comprehensive deepening of tax reform and a series of important progress has been made. 
China's tax system has been further simplified and standardized, the tax burden has been more 
equitable and reduced, and the macro-control role of tax has been further enhanced. On the 
basis of promoting sustained and steady economic growth, tax revenue has achieved sustained 
and steady growth, which has strongly supported China's reforms. Opening up and the 
development of various construction undertakings. 

2.2. Problems with China's Fiscal and Taxation System 
2.2.1. Inadequate Budget Management System 
The relatively narrow scope of China's fiscal budget has led to serious misappropriation of fiscal 
funds. The government's fiscal revenue and expenditure activities have not been fully 
incorporated into the budget management framework, which makes it difficult for relevant 
state departments to carry out comprehensive regulation and control, and then it is difficult to 
adapt to the overall development plan of China's economy. At the same time, China's budget 
management system related to finance and taxation is difficult to effectively control and 
manage, resulting in insufficient budget review and approval. 
2.2.2. Defects in the Transfer Payment System 
China's current transfer payments mainly include three categories: fiscal transfer payments, 
special transfer payments, tax rebates and institutional subsidies. Among them, the transfer 
payment system is mainly based on general transfer payments, supplemented by special 
transfer payments. However, in the actual transfer payment work scenario, the scale of special 
transfer payment is actually larger than that of general transfer payment. Transfer payments 
cause high management costs and inefficient use of funds, which lead to corrupt officials. Due 
to the lack of an effective supervision mechanism, it leads to inexplicable drawbacks such as 
opaque expenditures, interception and leakage, and confusing accounts. In addition, in most 
cases, special transfer payment projects require higher localities to allocate funds. If the local 
government in China is seriously insufficient in financial resources, it will further aggravate the 
tension of local fiscal revenue and expenditure. 
2.2.3. Management and Supervision Work is Not in Place 
Due to the continuous deepening of reforms, some local governments in China have achieved 
the purpose of saving financial management costs by streamlining the structure and shrinking 
the establishment, but this has also led to the disintegration of the financial management team, 
which is not conducive to the effective development of management work and reduces the 
number of management staff. They are proactive in their work and lack the sense of 
responsibility and mission they should have. There is still a big gap between the capacity 
building of financial management cadres and the requirements for scientific and refined 
financial management. Although they have been continuously cultivating and tempering their 
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professional skills over the years, in practice there are still low levels of law enforcement and 
work style. The problem of falsehood, the working atmosphere has not formed the concept of 
system supremacy, and it cannot play a restrictive and normative role in the thinking, 
psychology and behavior of financial management staff. The supervisory departments are not 
doing their job properly, their positions are in name only, they are not authoritative enough, 
and they are not motivated enough to implement rectifications. 

2.3. Innovative Paths for the Reform of the Fiscal and Taxation System 
2.3.1. Correctly Handle and Improve the System of Separation of Budget Preparation 

and Execution 
Reform the budget management system, increase budget management supervision, expand the 
coverage of the national budget, and improve the double-entry budget system. The 
government's double-entry budget system should include capital budget, regular budget, social 
security budget, and state-owned capital operating budget. All government activities involving 
financial revenue and expenditure should be incorporated into the framework of the budget 
management system, effectively improving the standardization of budget management and 
improving the efficiency of budget management. of great significance. 
2.3.2. Create a Sound and Scientific Transfer Payment System  
On the basis of the organic combination of special and general transfer payments, the relative 
security and stability of the source of funds can be effectively enhanced, thereby creating a more 
reasonable and effective central and provincial and municipal two-level transfer payment 
systems. First, the proportion of general transfer payments must be increased, and special 
transfer payments must be adjusted scientifically, so as to ensure the scientific nature of the 
distribution transfer payment structure. Second, in order to ensure more stable transfer 
payment funds, the mode of distribution transfer payment should be actively improved. Third, 
in order to ensure the fairness and transparency of the payment amount, an effective transfer 
payment system should be actively created to ensure the rationalization of capital allocation. 
2.3.3. Give Full Play to the Role of Financial Supervision and Management 
Strengthen supervision and inspection, comprehensively use supervision and inspection 
measures, strengthen daily supervision, strictly abide by the accountability and transfer system, 
improve the investigation and punishment system for those responsible for violations, and 
strictly correct and rectify the problems that are exposed. Summarize, put forward reasonable 
suggestions for improvement and improvement, increase the influence of financial supervision 
departments, improve the supervision and inspection information disclosure and notification 
system, and ensure the effectiveness of supervision and inspection. 
2.3.4. Optimizing the Structure of Fiscal Expenditure 
The continuous optimization of the fiscal expenditure structure is the basis for ensuring the 
uniformity of public services. First of all, we must strengthen the management of capital budget 
and optimize the structure of fiscal expenditure. The county-level and city-level governments 
can effectively save fiscal expenditures by adjusting the structure, and invest more funds in 
urbanization construction, social security, investment promotion and other work, strengthen 
local financial security capabilities, and narrow the gap between urban and rural areas. 
Secondly, it is necessary to ensure the balance of local development, so that the quality of public 
services can be effectively improved. Restricted by the level of economic development, there 
are obvious differences in the functions of governments at all levels, which are essentially 
serving the people. Therefore, governments at all levels must undertake the government 
service functions within their jurisdictions, optimize the structure of fiscal expenditures, and 
reduce the gap in per capita financial resources to protect the economy. level of development 
and equality of public services. For regions with development potential and high economic level, 
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the focus should be on cultivating the initiative for economic growth and ensuring basic 
services. Higher-level governments can put forward guiding suggestions to lower levels to 
speed up the reform of the fiscal system and the homogenization of urban and rural services, 
ensure local initiative through the establishment of special funds, and accelerate fiscal 
transformation by increasing the enthusiasm and enthusiasm of local governments. 
2.3.5. Optimizing the Tax Structure 
According to the actual situation of the reform of the fiscal and taxation system, in order to 
make the reform more complete and innovative, it is necessary to actively optimize the tax 
system structure, and do a good job in the management of fiscal expenditure and the 
construction of the tax system. From the perspective of institutional management, governments 
at all levels in China need to seize the opportunity of "replacement of business tax with value-
added tax" to avoid the problem of idle land tax teams and waste of resources. Gradually 
promote institutional reforms, continue to streamline administration and delegate powers, 
actively improve systems and mechanisms, improve administrative efficiency, and ensure the 
soundness of the socialist market economic system. 
2.3.6. Decentralization of the Financial System 
The implementation of the hierarchical and decentralized fiscal system is conducive to 
promoting the stable development of fiscal expenditure. First, the central government needs to 
moderately delegate power to local governments to gain more real fiscal power, so as to 
implement tax legislation rights and tax reduction and exemption rights on the basis of 
reasonable tax types. Taking into account the requirements of fiscal and taxation reforms, direct 
management of fiscal expenditures will be implemented to ease the pressure on fiscal 
expenditures and reduce the responsibility for fiscal expenditures. On the basis of ensuring the 
sustainable development of central finance, the fiscal revenue of local governments at all levels 
needs to be divided reasonably. 
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