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“Manufacturing tax revenue”: A perspective to understand
the logic of township finance --Take T Town, S City, Henan
Province as an example

Ka Tang
Central China Normal University, Wuhan, Hubei, 430000, China

Abstract

Since the implementation of the tax-sharing system and rural tax reform in our country, some economically underdeveloped
townships have been unable to meet their tax collection targets, directly affecting the transfer payments from county-level finances.
This has led to varying degrees of financial difficulties for these townships, making it difficult for township governments to function
normally. To receive transfer payments from county-level finances, some townships have resorted to "buying taxes" or artificially
“creating revenue” to fulfill the tax obligations of the county treasury and secure financial allocations. While artificial “tax creation”
may provide temporary relief, it results in a “dead-end” and internal competition within local finances, negatively impacting
grassroots governance. Given that the causes of this phenomenon are complex, a multi-faceted approach with comprehensive
management is required to fundamentally prevent such occurrences.
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