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Abstract

In the case of dual economy, scanning from a new visual an-
gle-, this paper avail itself of an index , a judgement and two
models to demonstrate such a point of view that with certain con-
ditions satisfied, a speedup of the evolvement of dual finance
would boost the economic growth . ,

With regard to public expenditure and economic growth,
whereas there are three angles of view have been favored by the
traditional studies, i. e. aggregate expenditure of finance, com-
position of public expenditure and fiscal decentralization. , a ne-
wiangled visual angle of dual finance has been choosed in this pa-
per. In the structure of dual finance, the finance was divided into
two parts: agricultural and nonagricultural finance, so dual fi-
nance is consistent with dual economy essentially. Obviosly, cut-
ting-in from this angle of view is especially aduptive to the re-
searches of fiscal expenditure and economic growth in devolop-
ping countries.

On the basis of determining the nature of dual finance by a
definition , an estimating index name comparative ratio of dual
finance was created which could be utilized to analyze dual fi-
nance quanlitatively, making sure its existence, opening out its
connotation and depicting its history and status quo. The compa-
rative ratio of dual finance was defined a specific value of investing

¢« 1 .
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intensity of agricultural and nonagricultural finance, which
means a ratio the amount of finance expenditure used by one per-
sent of production value in the branch of farming to that in non-
farm sector. This index not only considers the constitution of
public expenditure, but also take into account the variations of
industrial structure of national economy, so its connotation is
closely linked to dual economy. Further study indicates that the
variation of comparative ratio of dual finance could be decom-
posed into two portions; the structural alteration of industrial
structure and the structural readjustment of finance expenditure,
the former is the spontaneous outcome of economic development
and the latter is the man-made offspring of fiscal policies.
Consequently , in the process of dual economic transformation,
besides the spontaneous force of economic development , the
evolvement of dual finance could be drived by adjusting fiscal
policy. The measuring aftermath throws out that the characters
of dual finance in China is distinctive and its evolving level is
much lower, but its comprehensive status is inclining to meliora-
tion. Nevertheless, this phenomenon do not deny the signifi-
cance of quickening up the evolvement of dual finance..

The judgement of “dual finance is the endogeneous outcome
of dual economy , and reacts to dual economy ” describes the dia-
lectic relationships in a very simple way . It is inevitable that dua-
| finance is the endogeneous outcome of dual economy. First,
because of thespecial political and economic settings, the deve-
lopping stratagem of non-equilibrium was objectively required by
the development of dual economy, which gave birth to dual fi-
nance. Secondly, nonfarm sector is better at the utilization of

public resource than branch of farming, so it is reasonable that
« 2 A\



Abstract

policy-makers are apt to nonfarm sector to gain much more profit
of a deal. At last, the organizational form of agricultural sector
always renders itself in an awkward place in the competition for
public capital. Although it is inevitable that dual finance came in-
to being, its reactions to dual economy can not be ignored. Its
continuance would prevent fiscal policies from normally exerting
its functions, which would be an obstacle of realizing its aims
and consequently, widen the gap between the two parts
virtually. Therefore; from what mentioned above, a conclusion
can be naturally drawn that if in the case of dual economy, acce-
lerating the evolvement of dual finance can expedite economic
growth and development.

On account of the difference between dual finance and mo-
nistical finance,a multiplier model was created in the case of dual
finance to depict the intrinsic mechanism of how evolvement of
dual finance pickup economic growth . In the case of dual econo-
my , due to the interposition of income difference between town
and country, the discrimination occurs not only between the
multipliers of two portions , but also between the total multip-
lier and that of monistical economy. In a determination model of
national income, by introducing the factor of income distribu-
tion,. it is could be deducted that a stable functional relation, lie
among the total multiplier and that of the two parts. A positive
correlation is present between multipliers of the two portions and
the total one. On the other hand. the rapport between income dis-
tribution and total multiplier is dubious, which was determined
by the comparision between the multipliers of the two parts,
i. e. it lies on the effective comparision between the two parts’
multipliers via polishing up the status of income distribution. At

« 3
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last, modeling conclusions was partially validated by the econo-
metrical analysis. * ‘

In an economic growth model containing dual fiscal expendi-
ture; its conclusion displays that a series of conditions should be
met when. economic growth was stimulated by expediting the
evolvement of dual finance. Firstly, it reckons upon the two
kinds of capital’s productivity in two sectors that the evolvement
of dual finance plays a role in the economic growth, which im-
plies that gathering away the evolvement of dual finance have
effect not only on the composition of fiscal expenditure, but also
upon the utilization efficiency of public capital in two
sectors. Secondly, it is closely related to the substitution elasti-
city of the two kinds of capital that the evolvement of dual fi-
nance tampers with economic growth. Finally, it has some to do
with the formation of public expenditure, but has nothing to do
with the structural changes of production value. Such ultimate-
nesses of this model suggests at least two aspects of significance:
i it is uncertain that economic growth was hastened by the
evolvement of dual finance, so such a cursory opinion should be
carved and polished that economic growth was by all means pro-
moted by quickening up the evolvement of dual finance; ii when
illuminating the controllability of economic growth, this model
offers a creditable yardstick to evaluate the validity of fiscal poli-
cy via econometrical analysis, i. e. it suggests that the fiscal
policy be effective when growth influence of the evolvement of
dual finance is positive; and vice versa.

As far as the conclusions of the growth model are con-
cerned, the results of econometrical analysis indicate that
whether in the cointegration test of two-variable or in that of

s 4 o



Abstract

mul-variable, the evolvement of dual finance is an important ex-
plaining variable of economic growth and a positive correlation
could confirmed; in the meanwhile, as far as the expenditural
structure of farming finance is concerned, in the long-run equi-
librium relation, agricultural construction expenditure and cost
of relief have a positive effect upon economic growth, but the
part supporting agriculture has a negative effect on economic
growth. It is self-evident that the fiscal policy carried out by Chi-
nese government has successfully exerted the expected growth
domino offect in the lapsed more than fifty years. What mention
here also implies that when the evolvement of dual finance was
quickened up, the growth effect of evolvement would be exerted
incisively and vividly if the expenditural structure of dual finance
was modulated at one time.

All in all, by choosing a new visual angle of dual finance,
this paper studied the fiscal expenditure and economic growth in
China. A series of ultimatenesses which embody abundant policy-

making significance have been drawn and the purposes came true

in the end.
Key Words: dual finance dual economy comparative ratio
of dual finance effects of multiplier economic growth
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