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Abstract

Governmental expenditure is a very important measure that government carries
out its state function and satisfies social public need. Reasonable scale and structure of
governmental expenditure can optimize resources collocation, stably promote economic
growth, and improve social welfare level. So, the research on scale and structure of
governmental expenditure is a very popular theme for many scholars in foreign and our
countries. However, many scholars mainly investigated the scale and structure of gov-
ernmental expenditure from the angle of economic growth, which can not really dele-
gate the improvement of social welfare. such as in the course of production of corpora-
tion, it will produce pollution, and then produce resident’s welfare, leisure consump-
tion, product occupancy and income distribution will bring effect on resident’s welfare,
but all can not be reflected by economic growth. There will exgist tight relation be-
tween country scale and governmental expenditure. Large country will have an larger
governmental expenditure scale, and its expenditure structure will be more complex.
China is a developing large country, along with the quick economic development and
improvement of resident’s income in China, the social economic problem impacting so-
cial welfare is more and more severe. So, let China as a example, based on social wel-
fare to research scale and structure of large governmental expenditure is not only a new
angle of view, but also a new development of welfare economics, which will have im-
portant theoretical and realism significance.

The research establishes two theoretical models based on social welfare to analyze



the relation between the scale and structure of governmental expenditure and social
welfare, one is welfare effecting model based on traditional economic growth theory.
Another is overlapping-generation welfare effect models, From the two models, we
can conclude that there is an inner effecting mechanism between the scale and structure
of governmental expenditure and social welfare, and based on the angle of social
welfare, there exist optimizing values of the scale and structure of governmental
expenditure,

On the basis of appraising the guidelines of social welfare, the paper brings for-
ward a new index for scaling social welfare, and using Chinese different provincial year
data to measure social welfare in China and Chinese different provinces. With the quick
and long development of economic in China, different provincial social welfare also im-
proves notably, However, there exists marked difference between the rate of economic
growth and the index of social welfare. The rate of actual economic growth is larger,
social welfare is relatively lower, the rate of actual economic growth fluctuates during
different year, it is relatively little fluctuated, high economic growth does not bring
about in-phase increasing of social welfare. Quick economic development brings about a
series of social and environmental problem that engender negative effect on social wel-
fare. So, it is not reasonable to take economic growth to reflect level of social welfare.

The research establishes guidelines to weigh the scale and structure of govern-
ment expenditure, and using the annual data of Chinese to analyze its inner changing
law. With the quick and persistent development of economic in China, the scale of gov-
ernmental expenditure also persistent growth, however, the relatively size of govern-
mental expenditure takes on downtrend. exists a large gap with that of developed
countries, closely higher than the average level of developing countries. The rate of
government investing expenditure largely takes on downtrend. Local governmental in-
vesting expenditure is main part of government investing expenditure. Social cultural

and educational expenditure takes on a large scope increases, but it is not even main

it



part of government expenditure. The rate of national defense expenditure takes on
downtrend. Governmental administration expenditure takes on a large scope increases.
The rate of central governmental expenditure takes on downtrend distinctly. The mode
of fiscal expenditure transits from central government centralization model to local
government decentralization model.

Then, we establish econometric model to verify the affecting relations between
scale and structure of govemental expenditure and social welfare in Chinese different
years, the result reveals that the scale of Chinese governmental expenditure, local and
central governmental public service expenditure are all positively related to social wel-
fare, government investing expenditure, local and central governmental investing ex-
penditure, governmental administration expenditure are all negatively related to social
welfare, there is a kind of * Armey curve” relation between the scale and structure of
government expenditure and the index of social welfare. However, investing expendi-
ture in central and local government is too higher, public expenditure and central gov-
ernment expenditure is too lower than its optimizing value, Governmental administra-
tion expenditure in public service expenditure is too higher than its optimizing value.
So, decreasing administration expenditure and improving government working efficien-
cy. innovating administration management model is a necessary mission.

Finally, the research provides some policies to optimize the scale and structure of
government expenditure in China, All are as follows: Moderately expanding and rea-
sonably controlling the scale of government expenditure, decreasing investing govern-
mental expenditure that will immediately intervene with economic development, in-
creasing agricultural and foundational public investment, moderately deceasing partly
townsman welfare subsidy expenditure, canceling corporation loss subsidy
expenditure, arranging in order fiscal expenditure structure of central and local govern-
ment under de-tax system, moderately increasing the proportion of central government

expenditure in governmental total expenditure. increasing public service expenditure

it



and optimizing the inner structure of public service. That is to say, decreasing and op-
timizing administrational expenditure, increasing social security expenditure and public
sanitary input, establishing perfect public sanitation system, increasing environmental
protecting governmental expenditure, stabilizing national defense expenditure and rein-

forcing army quality.
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