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Abstract

It has always been a larger theory dispute on the relational
question between the government expenditure and the economic
growth. In fact,the government expenditure’s influences on the e-
conomic growth have different performances in different periods, in
different countries and regions. After reform and open policy, the
domestic scholars start to pay attention to the relations between the
government expenditure and the economic growth in our country,
and they have carried on massive theoretical analysis and real diag-
nosis examination. However, most of the existing literatures just
studied the problems from the macroscopic angle. We couldn’t find
more systematic research from the angle of local government ex-
penditure on the regional economic growth and the relationship be-
tween them. Also, it is so serious that the theory research being
disjoint with empirical research. Therefore we have a large space
for further study.

In this paper, we try hard to combine the theoretical research
and the empirical study closely. We will study gradually along the
following path; the theoretical analysis - the reality investigation
—the empirical studies - the policy Suggestions. Firstly, on the
basis of summarizing and reference on the relevant theories of the
local government expenditure on regional economic growth, we do
some general theory analysis on the function and mechanism of the
local government expenditure and the regional economic growth.

Secondly, from the two dimensions of time and space, we take
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Abstract

some real investigations on the fiscal system, the regional economic
structure and the relationship between the local government ex-
penditure and regional economic growth. On the basis of the theo-
retical analysis and practical investigation, using the economic peri-
odic wave theory, endogenous economic growth theory and econo-
metric methods such as panel data model, granger causality test and
etc, we try our best to do empirical researches on the regional eco-
nomic growth effect of the local governments expenditure in China.
Finally, according to the theoretical analysis and empirical conclu-
sions, we also provide reliable proposals and policies to the local
government expenditure’s optimization on both regional economic
stable and sustainable growth.

The paper is divided into seven chapters, and the contents are
as follows: .

Chapter 1 is the introduction. It mainly introduces the research
background, research purpose and meaning, which involves to the
definition of the core concept, the paper studies, the structure ar-
rangement, and the method of research, and also the research inno-
vation and shortcomings,

Chapter 2,as the theoretical basis and literature review, we re-
view and summarize the local government expenditure and the re-
gional economic growth theory first, and then we make a comment
on theory and empirical research status and the research achieve-
ments obtained from the government expenditure and economic
growth domestic and overseas. Chapter 3 is a general theory analy-
sis on local government expenditure and regional economic growth.
In full reference on the basis of existing research results, we ana-
lyze on the regional economic growth factor and dynamic mecha-
nism, the local government’s functions during the regional econom-

ic growth and the mechanism of the local government’s promoting
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the regional economic growth. It is the logical starting point of this
paper that we try to build the theoretical framework of the local
government expenditure and the regional economic growth.

Chapter 4—6 is the subjects of this paper. Chapter 4 is about
the reality investigations of the local government expenditure and
regional economic growth. On one hand, we review the evolution of
the financial system in China and local financial development. On
the other hand, we try to card the pattern of regional economic de-
velopment track. Then we try to qualitative analyze on the status
and the relationship between the local government expenditure and
regional economic growth. Chapter 5 is about the local government
expenditure and the regional economic growth. Firstly, we use the
multiplier— accelerated theory to analyze the local government ex-
penditure’s effect on the regional economic growth cycle, calculate
and cémpare the multiplier effect of the four local governments ex-
penditure. Secondly, by the traditional economic cycle divided
method, we try to divide the regional economic fluctuation cycle and
local government expenditure wave cycle respectively, and also ana-
lyze and compare their characteristics and trends. So that we can
get empirical test on cycle stability mechanism of the local govern-
ment expenditure, Chapter 6 is about the local government expendi-
ture and endogenous economic growth. From analyzing endogenous
growth model on the government expenditure, we make some quan-
titative analysis and comparison on the scale and structure of our lo-
cal government expenditure, Then on the basis of Barro model, we
construct the panel data model respectively on the local government
expenditure scale, structure and regional economic growth. And al-
so we do some empirical test on the relationship between the local
government expenditure scale, structure and the regional economic

growth, and the effect of the local government expenditure ele-

6



Abstract

ments of supply.

Chapter 7is just the conclusions and suggestions. We summa-
rize the study empirical results first. And then, with the analysis of
the investigation, we analyze and summarize existing main problems
of local government expenditure in our country. On the basis of the
former, we try to offer optimization policy recommendations for the
four local governments expenditure in two respects such as promo-
ting regional economic growth Stable and sustainable. And we point
out further research problems at the same time.

In this paper, the main conclusions and innovations lie in:
first, we find that the local government expenditure on the regional
economic growth has two main mechanisms, namely the cycle sta-
bility mechanism and the elements of supply mechanism. And the
local government expenditure not only can play a role in the supply
of elements, it can also play a role in the cycle stability. Second,
we calculate the local government expenditure multipliers of the
four areas of China, and do some quantitative analysis on wave cycle
and fluctuating characters of the regional economic growth and the
local government expenditure. We find there exist certain regional
differences among the local government expenditure multiplier
effects. At the same time, Chinese local government expenditure
has obvious characteristic of the cycle operation and strong expan-
sionary, but it did not fulfill its cycle stability function. Three, use
the government expenditure endogenous growth model, the panel
data, we do regression analysis on the relationship between our
country local government expenditure scale, structure and regional
economic growth. And we get the conclusion that there exist differ-
ences among the local government expenditure effects on regional e-
conomic growth. Therefore the local government expenditure opti-

mization must combine with the local social, economic development
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needs, and with the local government expenditure area effect on e-
conomic growth. And it should follow the basic differentiation prin-
ciple in the public financial system framework, also formulate opti-
mize policy with regional differences of the local government ex-

penditure.

Key words: The local government expenditure; Regional eco-
nomic growth; Regional economic fluctuation; The endogenous eco-

nomic growth
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1.1.2
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P B E — 25 5 IO LE A RO ) SE e, R B R 1994 4R 4B R M B
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52.6%,2008 4EiX—HE X 78. 7%, K T 50% .0 #15 MB 3 H
HBH Y BRE, BRE B W BRI A SE AR & F A 3t
RN BHE SRR ABRT N FEFRENRRNERE
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BEEMNER."HE (200600 0,1994 EUFRELHHBKIE
ERR—FhE BN ESNBE RSB FH R T K
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BEDMRR N % BB RN AL AR EE, 7 1997 FHT WS
RAASHLAT 2008 4F iy 9% E W SR A5 WL B B T AR M0 2 SR ¥E O & B £
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