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FIG. 3. The Conceptual Framework of Fiscal Decentralization in China

Geographical factor

Jurisdictional size (+/-)

Regional disparities (+/-)

Economic factors
Income (+/-)
Urbanization (+/-)

Globalization (+/-)

Institutional factors
Democracy (+/-)
Fiscal system (+/-)

Political system (+/-)

Social effects
Education (-)
Health (+)

Environment (+/-)

Public goods provision (+/-)

Fiscal

decentralization

Economic effects
Economic growth (+/-)
Non-tax revenue (+)
Economic fluctnation (+)
Regional disparities (+/-)

Economic openness (+/-)

Cultural factors
Ethnic diversity (+/-)

Cultural diversity (+/-)

Measurement
Expenditure/revenue
Government levels
Functional areas
Quantitative/ qualitative

Objective/ subjective

Political effects
Government size (+)
Corruption (+/-)
Leaders’ promotion (+/-)

Government quality (+/-)

Note: +, -, and +/- denote the positive, negative, and mixed relationships between
variables, respectively.

New Development of Fiscal Decentralization in China (2012) Zhiguo Wang Liang Ma



Table 4. The mmpact of the degree of decentrahization of total expenditure on economic growth
Explanatory variables (4.1) (4.2) (4.3) (4.4) (4.5) (4.6) (4.7)
Constant 0.034*%** 0.044*=**=  (0.058 0.06T*= 0. 069*= 0.080*==* 0.219%==*
ey R L ! e e S A
Fiscal decentralization: —0.0209%** _.019%* —0.052%** —0.090* —0.051*%** —.002* —0.03] ***
total expenditure (0, D0 (000G (0011 (00497 (001 2) (004 5) (0.011)
(Fiscal decentralization: 0045 0.04%
total expenditure)’ (0.052) (0.051)
Pohtical decentrahzation — 00 LI TS 0006
(Schneider) LERATATSY (0007 (0007
Political decentralization —0.002**
{(Hooghe et al.) (0.001)
Adminmistrative —0.022%* —0.011* —0.011* —0.010
decentralization LRy (0006 (0.006E) (000 )

€ The X vector includes the initial GDP per capita of every country, the level of physical and human capital,
the average population growth rate and the degree of trade openness,

“Is fiscal decentralization harmful for economicgrowth? Evidence from the OECD countries” Andres Rodriguez-Pose
and Roberto Ezcurra(2011)



Empirical Evidence

Table 1. The link between decentralization and economic performance

Author (year) Sample Period Findings
Akail and Sakata (2002) USA 19881996 Positive and significant
Baskaran and Feld (2009) 23 OECD countnes 19752001 Negative, but not robust
Davoodi and Zou (1998) 46 countnes 19701989 Developing: negative, but
not significant OECD:
no relationship
limi (2005) 51 countnes 1997-2001 Positive and significant
Lin and Liu (2000) China 19701993 Positive and significant
Rodrguez-Pose and Gemmany, India, Different Mostly insignificant,
Bwire (2004) Italy, Mexico, pernods with the exceptions of Mexico,
Spain and USA until 2001 the US, and, partially, India,

Stansel (2005)
ThieBen (2003)
Thornton (2007)

Woller and Phillips (1998)

Zhang and Zou (1998)
Zhang and Zou (2001)

US metropolitan areas

26 countnes

19 OECD countries

23 less developed
countries (LDCs)

China

China

19601990
19731998
1980-2000
19741991

19801992
19871993

where it becomes negative
Positive and significant
Hump-shaped relationship
Not statistically significant
No relationship

Negative and signmificant
Negative and significant

“Is fiscal decentralization harmful for economicgrowth? Evidence from the OECD
countries” Andres Rodriguez-Pose and Roberto Ezcurra(2011)
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