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An Empirical Analysis of the Relationship between Local Fiscal Expenditure and Regional
Economic Development: A Case Study of the Prefecture-Level City Panel Data
DENG Yue, ZHAN Tian-cheng
(Wuhan University, Wuhan 430072, China)

Abstract  This paper conducts an empirical analysis of the prefecture-level cities in China from
1990 to 2010 from the perspective of financial expenditure and economic development with the panel
data, which finds that, in general, the local fiscal expenditure has contributed significantly to the eco-
nomic development, the educational spending in the structure of financial expenditure plays a greater
role in promoting economic growth than the scientific undertaking expenditure. It is estimated that ac-
cording to the regional classification of the cities located in the eastern, central or western regions,
the fiscal expenditure has the greatest output elasticity on the economic development of the eastern
cities, the center is the middle, and the west is the smallest. The educational spending in the struc-
ture of fiscal expenditure has the greatest output elasticity on the economic development of the east-
ern cities, the center is in the middle, and the west is the smallest; while the scientific enterprise
spending has the greatest output elasticity on the economic development of the eastern cities. This in-
dicates that the economic growth effect of local fiscal expenditure structure has distinct regional dif-
ferences.

Key words local fiscal expenditure; educational expenditure; scientific undertaking expenditure;

regional economic development
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