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Abstract

The Third Session of the Sixteenth Central Committee of Communist Party
of China initial puts forward explicitly a new idea that “keeping people orien-
ted, fostering all-around, balanced and sustainable development idea, promo-
ting all-around development of the economy and society” and a new develop-
ment strategy of “the five balances” . Such a new development idea is extend-
ed from the narrow sense of GDP ( gross domestic product) to the broad sense
of HDI ( human development index) , which is just about the return to the val-
ues of humanism and a great advancement of political and social concept etc.
in China. Meanwhile, with the steady progress of the practice of Chinese fiscal
decentralization, more and more scholars pay attention to study the theory of
fiscal decentralization. However the conventional theory of fiscal decentraliza-
tion emphasizes particularly on the controversy about the advantages and disad-
vantages of fiscal decentralization, and the empirical study siresses the analysis
of the relation between fiscal decentralization and economic growth. However
the existing results of the empirical tests are not same at all and the theory of
fiscal decentralization is short of accordant conclusion. It seems so unilateral
that judging the result of fiscal decentralization simply from the angel of eco-
nomic growth may results in placing undue emphasis on economic growth but

ignoring social otherwise progress, which is unaccommodated to the goal of
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pursuing all-around and coordinated human development. Therefore the text
tries to jump out of the narrow framework of the study and probe into the impact
of fiscal decentralization by the numbers from the aspect of human develop-
ment. At the same time fiscal decentralization comes down to the partition of
expenditure and revenue and transfer payment between governments. But the
length of the dissertation is limited, the text only starts with the partition of ex-
penditure to study whether the fiscal expenditure decentralization accelerates
the level of Chinese human development and the all-around and coordinated
progress of economy, education and health.

Firstly, we make a theoretic analysis of the impact of fiscal decentraliza-
tion on public expenditure and puts forward the theoretic model about the rela-
tionship between fiscal decentralization and public expenditure that is based on
the research of Alesina and Spolaore (1997), Panizza and Granado (2003).
And on the basis of the results of analyzing the theoretic model, we put forward
a series of hypotheses of human development on the background of fiscal ex-
penditure decentralization. The regional disparity of income will result in the
disproportion of the supply of public goods because the supply of local public
goods is influenced by the regional income level on the background of fiscal ex-
penditure decentralization. So the level of regional human development, espe-
cially health and education are affected differently by fiscal expenditure decen-
tralization owing to the different level of economic development. And the above
theoretic analysis is based on a series rigid hypotheses and the practical fiscal
decentralization of China cannot satisfy them, so we should make a material
analysis of the actuality of Chinese fiscal dec‘entralization, especially make use
of descriptive statistic to analyze the basic status of fiscal decentralization from
the 1994 tax reform to this day in a comparatively comprehensive and exhaus-

tive way. After analyzing the effect of Chinese fiscal decentralization on the size



of public expenditure, we find that the distribution of public expenditure be-
tween central and local government or interregional distribution is lack of equi-
librium. Thereafter, we place emphasis on the actuality and the existing prob-
lems of public expenditure that is direct correlative to human development on
the background of fiscal expenditure decentralization. And then, based on the
results of theoretic analysis, the dissertation put forward three main hypotheses
in the case of the relationship between fiscal expenditure decentralization and
human development, that is “In the circumstances of other conditions are set,
fiscal expenditure decentralization accelerates human development in China”,
“the impacts of fiscal expenditure decentralization on regional human develop-
ment level are different, especially the effect on the life expectancy index and
education index are rather different” , and even in the same area, the effects of
fiscal expenditure decentralization on all the indexes are not same at all, espe-
cially in the lagged area, fiscal expenditure decentralization may have negative
effect on life expectancy index and education index.

In succession, make a further empirical test on the relationship between
fiscal expenditure decentralization and human development. The empirical re-
search shows that fiscal expenditure decentralization accelerates the improve-
ment of Chinese human development level, nay, the level of economy, educa-
tion and health are all improved. Merely, the group research that is based on
the different level of regional economic development of all the provinces in Chi-
na shows that in the developed area, the positive effect of fiscal expenditure de-
centralization is evident for all the subentry indexes of economy, education and
health are all notably improved. In the less developed area, fiscal expenditure
decentralization increases human development index ( HDI), and promotes
economic development and educational progress, but it has negative effect on

health. And in the developing area, fiscal expenditure decentralization only
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obviously promotes its economic development but has the negative effect on the
other indexes. Apparently, if only judging from the angle of economic growth,
fiscal expenditure decentralization in China has positive effect in all the three
areas. However, if we analyze the effect from the angle of human development,
it has obvious interregional difference in China. The different effects in the dif-
ferent areas at the different stages of economic development are very evident.
Comparatively, the positive effect in the area at a higher level of economic de-
velopment is greater than that in the area at a lower level of economic develop-
ment, And fiscal expenditure decentralization can promote the level of human
development more remarkably in the developed area. Not only economy but al-
so all the human development indexes are remarkably improved.

Well than, why does it present the interregional differences of the fiscal
expenditure decentralization in China? The reasons are various. The empirical
test of the dissertation attributes such difference to the interregional difference
of the public expenditure level. The result of the empirical research shows that
fiscal expenditure decentralization obviously increases the size of public ex-
penditure per person after such three items of public expenditure per person as
the expenditure for capital construction per person, the expenditure for educa-
tion per person and the expenditure for public health per person is introduced
into the model, and all these expenditures are also promote the development of
HDI and its subentry indexes in China.

The result of theempirical group research that is based on the level of re-
gional economic development further shows that fiscal expenditure decentraliza-
tion remarkably increases the size of regional public expenditure per person on
the whole Whereas, with reference to the relation between every items of public
expenditures and HDI and the subentry indexes, the expenditure for capital

construction per person remarkably promotes the economic development in all



