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Abstract

As an important part of modern financial system, financial transfer payment can affect grassroots
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governance, local government'’s ability to provide public services and the ultimate realization of
common prosperity. Therefore, it is particularly important to clarify the role of financial transfer
payment in promoting common prosperity. At present, this paper concludes that the internal mechan-
ism of financial transfer payment to promote common prosperity includes income adjustment effect,
poverty reduction effect and economic growth effect. This paper proposes that: Firstly, China should
adjust and optimize the transfer payment system from the central government to the local govern-
ment, promote the division of responsibility and power between the central government and the
local government, and clarify the reform objectives of transfer payment policy; Second, we should
strengthen the performance management of financial transfer payments and use funds rationally;
Third, we should promote regional cooperation and coordinated development through transfer
payments, and realize trans-regional economic cooperation in the east, middle and west of China.
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Figure 1. Mechanism of classified transfer payments affecting income distribution
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Figure 2. Mechanism (path) of financial transfer payments on local economic development
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