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Abstract

The dissertation deals with fiscal expenditure growth and
control, especially that in China. The fiscal expenditure growth
depicted in the paper means an increasing condition that surpass-
es the GNP (or national income) growth in a longer peried of
time:increasing fiscal expenditure. Aiming at steadfast, countin-
uing development of economy, it dwells on the analytical re-
search of the phenomenon, theory, economic effect and Chinese
current situation and characteristic of fiscal expenditure growth
in order to acquire a further acknowledgment of fiscal expendi-
ture growth in China. Meanwhile it explores the controlling
method of fiscal expenditure of guaranteeing a continuing devel-
opment of economy in accordance with china status qua.

the main contents;

1. The increasing fiscal expenditure is a shared headach
faced by both developing and developed countries; Developed
countries in the west, blindly believing in economic development
would autorﬁatically meet the need of increasing fiscal expendi-
ture,excessively applied public expenditure as a key to stimulat-
ing economic development and tasted their own medicine by over-
burdening the expansion of total fiscal expenditure in economic
“development ever since 1960s. After 1980s, fiscal expenditure

gaspingly growth in the developing countries and grows worse.
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It characterizes as: (1) fiscal expenditure increases fast; @) social
expenditure and interests of liabilities increases. Since the appli-
cation of reform and open door policy, fiscal expenditure deter-
minants changed a lot. New acquirements have been brought
forth toward the fiscal expenditure in china; economic develop-
ment and reformatory practice create great demand over fiscal ex-
penditure; budgetary expenditure share in national income de-
creases, which can no longer covers the patent fast growth of fis-
cal expenditure;the conflict between income limit and expendi-
ture pressure breeds growing trouble in fiscal expenditure of chi-
na. |

2. Fiscal expenditure growth thedry experienced a long pro-
cess of growing up and development. From Wagner's"law of ris-
ing government activity”to expenditure growth theory of public
choice school,all of them depict from different angles the eco-
nomic phenomenon in fiscal expenditure. Wagner's"law of rising
government activity’and Peacock and Wiseman's progressive
growth theory illustrate the fiscal expenditure’s long-term ten-
dency; Musgrave's"fiscal expenditure theory of economic devel-
opment”’exposes the fiscal expenditure’s characters in different e-
conomic developing stages; fiscal expenditure growth theory of
welfare economy school, discovers the micro-mechanism that
leads to the increasing fiscal expenditure through the marginal u-
tility theory; fiscal expenditure growth theory of public choice
school combines system analysis with fiscal expenditure growth
analysis. These theories distinguish themselvies by their pecu-
liarities, have been testified in many countries’s fiscal expendi-

ture and still provide guidance in present research of fiscal expen-
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diture growth. However, the supporting background of these
theories restricts their applications. Firstly, the theories offer
mainly long-term depiction of fiscal expenditure growth in devel-
oped countries, but seldom that of mid or short-term; secondly ,
due to historical restriction and system difference, they could not
produce a satisfying explanation for that in developing countries,
especially in china, a developing mammoth whose economy is
changing from plan to market; thirdly, they slightly touched up-
on the influence of increasing fiscal expenditure on economy.
The increasing fiscal expenditure is bound to affect economy,
therefore, the research of fiscal expenditure growth should study
the effect of increasing fiscal expenditure on economy.

3. In the long run, the increasing fiscal expenditure is des-
tined to affect economy. So far as the economis effect of increas-
ing fiscal expenditure is concerned, the article analyses in three -
aspects: (1) increasing fiscal expenditure and inflation. Increas-
ing fiscal expenditure widen the gap between income and expen-
diture, promote budgetary deficits in public departments. The in-
flation process and scale caused by budgetary deficits vary from
developed countries to developing countries. In developed coun-
tries, on account of high living standard, the governments may
mend the budgetary deficits by bonds to a great extent, which
brings forth the exclusion of private investment. In order to re-
duce the negtive effect of exclusion, and get more votes in elec-
tion, the best way is to monetize the debts by sharing the bud-
getary cost equally with people, which is bound to cause infla-
tion. In developing countries, on account of low economic devel-

opment, limited civilian-dominated surplus money and sluggish
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financial market, the percentage of mending budgetary deficits
by government bonds is small. The only alternative is to issue
more paper money, so the budgetary deficit in developing coun-
tries is more likely to bring forth inflation. @ The short-term e-
conomic effect of increasing fiscal expenditure. The dissertation
analysizes the short-term economic effect of increasing expendi-
ture from production, distribution and social fairness. It holds
that fiscal expenditure produces effect on production and distri-
bution, which may be positive or negtive. Under certain circum-
stances, moderate expanding of fiscal expenditure may promote
economic development, but fast fiscal expenditure growth can
produce negtive effect. The function of fiscal expenditure in real
social fairness is limited. With time advances, in western coun-
tries, the function of fiscal expenditure in social fairness grows
weaker and weaker. 3 The long-term economic effect of increas-
ing fiscal expenditure. It theoretically analyses the long-term eco-
nomic effect of increasing fiscal expenditure thoroughly through
introducing fiscal expenditure variables into long-term economic
development model, discusses the effect of increasing fiscal ex-
penditure on full employment rate and balance economic growth
rate by logical reasoning and demonstration. The analysis
shows, in the long run, increasing fiscal expenditure will cut
down the rates of full employment and balance economic growth.

4. Concerning fiscal expenditure in china, it discovers the
changing characters and existing problems through positive anal-
ysis of totality,structure and beneficial result of expenditure. On
digits, the percentage of fiscal expenditure in national income

keeps droping; the increasing fiscal expenditure described by
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Wagner, Peacock, Wiseman and Musgrave does not appear in
china. Yet, actually, that what is hidden behind is the burden of
increasing fiscal expenditure. China faces more severe situation
comparing with western countries due to widening gap between
income and expenditure. |

Setting 1978 as a line of demarcation, the dissertation cuts
the fiscal expenditure of china into two parts. Before 1978,au-
thoritative planning economy was observed in china; fiscal ex-
penditure basically reflected government activity, and kept a bal-
ance; fiscal expenditure matched national income with slight
fluctuation. After 1978, great changes took place in the econom-
ic system of china, the fiscal expenditure, during this period,
could not totally reflect the scale of government’s activity and re-
al burden of fiscal expenditure, the paper points out it will be
more reasonable to adopt comprehensive government expenditure
and comprehensive government deficit in which the former means
the combination of budgetary expenditure and bonds borrowed
from financial institutions by state-owned enterprises in order to
fulfil government-ordered economic tasks, the latter is the com-
prehensive government expenditure that surpasses fiscal income.
Study shows, after the reform in china, when government func-
tion changed, fiscal income kept dropping, the comprehensive
government expenditure still keeps growing; the comprehensive
government deficit is more severe than what is announced, which
matches Wagner’s theory. Comparing with western countries ,
the expanding government activity in china produces more severe
comprehensive government' deficit by not being shown on bud-

getary expenditure increase, which may lure more troubles. In
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recent years, the continuing economic fluctuation, form economy
in economic development is actually the result of increasing com-
prehensive government expenditure caused by government expen-
diture activity. The increasing comprehensive government expen-
diture is ignited by many reasons, but mainly by the fast increase
of following three aspects:(@ the expansion of investment expen-
diture of local government and its affiliated state-owned enter-
prises ;@) the continuing increase of financial subsidiary expendi-
ture to the state-owned enterprises ;@) the expanding administra-
tive expenditure.

On the structure of fiscal expenditure, china is changing
from”economic constructive finance”to "economic constructive fi-
nance and public finance”. On the changing characters of fiscal
expenditure items, the‘ economic constructive expenditure in chi-
na changes frequently with heavy fluctuation;public products ex-
penditure goes comparatively firm with little fluctuation which is
more or less the same as that in western countries. The two ex-
penditures go side by side, which is a bit different from that in
western countries, and shows severe inappropriateness of capital
supply in over investment and faster increase of expenditure in
china. On the financial relation between central and local govern-
ments, public finance in china is changing from comparatively
centralization to decentralization which conflicts with the com-
monly hold concept that economic development will come with
"process of expenditure centralization”, therefore, the disserta-
tion believes that,in order to free productivity, stimulate local
government and enterprises, change highly centralized planning

economic system to sociallist market economy, it is of necessity




Abstract 7

for central government to decentraqglize its rights and benefits,
sacrifice macro-economy adjusting function in order to bring the
economic system reform into reality,but with the termination of
this process, central government finance must be reinforced so
that the authoritativeness and macro-control capability of central
government in economy administration can be secured to garan-
tee a steadfast economic development.

5. As to the control of increasing burden of fiscal expendi-
ture in china, the paper explores control in structure, process,
expenditure ratio and total income and structure. It firstly taps
the control of fiscal expenditure through revaluing government
functions and demarcate fiscal expenditure scope and content of
hierachical government fiscal expenditure in theory in order to
establish an expenditure administrative system that accommodate
the right of finance to management, cost to benefit. About ex-
penditure control structure, it believes that there are two main
tasks at present: (1) control fast growth of concerned items, &
readjust fiscal expenditure focus;and puts forward its opinion.
Secondly, it probes fiscal expenditure, control from expenditure
management of various items with the purpose of setting up an
efficient scientific strategy control system in fiscal expenditure to
secure democratization, scientism in fiscal expenditure policy-
making an efficiency in finances application throgh automatic
function of controlling system. Two methods of total control are
discussed in the end of this chapter.

6. Evaluation of fiscal expenditure achievement. In a sense,
efficient application of financial resources is the best control.

However, since the main item in fiscal expenditure is of social ac-
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tivity, fiscal expenditure achievement evaluation becomes more
difficult. This chapter explores and analyses the criterion and
method of fiscal expenditure evaluation, measurement of cost
and benefit, deduction of social discount rate and determination

of distribution parameter.




