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Abstract

Akey issue in current policy in China is the public finance of people’s livelihood.
The proportion of the public finance of people’s livelihood is often mentioned in the
reports on government work to show the importance of this new issue. Premier Li
Kegiang delivered the annual report on the work of the government for the year 2014
on March 5" 2015. He said that Chinese government had paid great attention to
people’s livelihood to improve their welfare in 2014. In spite of the expenditure
pressure and the slowdown in fiscal revenue growth, the proportion of fiscal
expenditure on people’s livelihood was over 70% in 2014. China will continue to
promote the improvement of people’s livelihood and social construction in 2015.

More expenditure on people’s livelihood could improve living standards and
promote social equity. And could this kind of expenditure increase production
efficiency and facilitate economic growth? This paper will discuss this issue and
attempt to explore the nature and characteristics of the public finance of people’s
livelihood. Firstly, 1 study the theory of economic effects of fiscal expenditure on
people’s livelihood. Then I examine the effects of this expenditure to regions with
different level of economic development in the empirical tests.

This paper uses Threshold regression model to examine the relationship between
the economic growth and expenditure on people’s livelihood. I choose provincial data
of education expenditure, culture and media expenditure, health expenditure in China
as representatives. The sample period is 1998-2012. The empirical results verify the
theoretical analysis. The threshold variable is GDP per capita. The sample provinces
can be divided into four categories according the level of GDP per capita. The results
show that in the first three categories, where GDP per capita and economic
development level are relatively low, education expenditure and culture and media
expenditure can promote the growth while the health expenditure has negative
relationship with the growth. In the fourth category, health expenditure become
positive to the growth, and the power of the other two kinds expenditures to promote

economic growth is greater than the first three categories. Finally, this paper put
I



forward several policy recommendations to provinces with different economic

development level.
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