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The improvement of city innovation level under the fiscal

decentralization: analysis based on spatiotemporal heterogeneity
LI Zheng' YANG Siying’
(1. China Research Center for State-owned Economy Jilin University Changchun 130012 China;
2. School of Economics Jilin University Changchun 130012 China)

Abstract: As an institutional arrangement to adjust the fiscal expenditure authority among different government levels
fiscal decentralization largely determines the structure and efficiency of fiscal expenditure. Under the strategy of innovation—
driven development we must pay attention to the influence of fiscal decentralization on fiscal S&T expenditure and innovation
activities. Based on the panel data of 278 cities from 2007 to 2016 this paper empirically analyzes the impact of fiscal
decentralization on city innovation level and its mechanism. The results show that fiscal decentralization significantly inhibits
city innovation and with the improvement of city innovation level the restraint effect of fiscal decentralization on city
innovation presents a " V" type change characteristics. Further research shows that fiscal decentralization also restrains the
government innovation preference reduces the proportion of fiscal S&T expenditure and has a negative impact on city
innovation. In addition the study of temporal and spatial heterogeneity shows that fiscal decentralization has a negative direct
effect on the innovation level of provincial capital cities municipalities directly under the central government and vice—
provincial and general cities but the mediating effect of government innovation preference is significant only in general cities.
From the perspective of temporal heterogeneity fiscal decentralization has a significant effect on city innovation before 2012.
After the implementation of innovation-driven development strategy the negative impact of fiscal decentralization on city
innovation is no longer significant.

Key words: fiscal decentralization; S&T expenditure; city innovation; mediating effect



