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Abstract: Since China carried out the reform of decentralization, the traditionally
“integrated” fiscal-cum-financial system of planning economy has gradually tended to break up,
and a market-oriented financial system is taking shape. This article uses the panel data
co-integration to test the long-run stable relationship among fiscal decentralization, reform of
financial institutions, financial development, degree of industrialization and economic growth
since China implemented its policies of reform and opening-up. Our findings show that, in an
environment of fiscal decentralization, the gradual disintegration of the traditional planning
system and releasing of enormous financial resources have not only brought about different
patterns of financial development to the different regions, but also different effects of economic
growth on these regions.
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