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ABSTRACT

ABSTRACT

Since the great reform and opening, the establishment of socialist market
economy and the perfection of financial system of China build a very nice
foundation of the rapid development of China’s economy. The reform of fiscal
system in 1994 (the reform of tax-sharing system)end the era of “state-monopolized
revenue and expenditure”, and the centralization in the political aspect stimulates
local government to speed up the economic development, which creates our
country’s economic growth miracle. In those years, the fiscal system reform of local
government has become more and more significant. Besides, the county-level
economy occupies a basis place in the national economy. Moreover, the county-level
finance is also an important part of public financial system. Among the fiscal
expenditures at county level, education expenditure seems very significant too. As
we all known, the supply of compulsory education is mainly belong to the
county-level government. Considered reasons above, this paper focuses on the

“county level” to analyze the problem. What’s more, with the different of the fiscal
system at and below the provincial level, the structure of financial expenditure which
is mainly determined by local government officials might be different. Based on
facts above, this article aims at studying the impacts of fiscal decentralization to the
proportion of the county-level education expenditure. Moreover, by using both
theoretical methods and empirical methods, this paper figures out that fiscal
decentralization has a negative effect on education expenditure proportion which is
the same as many articles before and there exists strategic interaction of education
expenditure proportion among neighbor counties.

The paper is divided into the following five parts. The first part is the
introduction of the background and significance of the topic as well as thinking of
research and methods. The second part is to make a conclusion of the development
of the fiscal decentralization theory. In this paper, 1 also introduce the domestic and
overseas scholars’ research methods and conclusions of the relationship between

fiscal decentralization and education expenditure proportion. At the same time, this



ABSTRACT

part presents the research results of mutual promotion among adjacent governments.
Furthermore, this part also explains why this paper chooses the way that I split the
total sample. The next part mainly shows the specific situation of fiscal system and
education at Fujian Province. Then the following part first uses a theoretical model
to analyze and then builds a spatial model to analyze the impact of fiscal
decentralization on education expenditure proportion and diagnose the mutual
promotion of education expenditure proportion among adjacent regions. And it is the
main innovation of this paper. Last but not least, the fifth part first makes a
conclusion of the above results, and then through the previous analysis, we can make
some suggestions on how to improve the development of education and fiscal system
at the county level.

From the results of documentary analysis. theoretical analysis and empirical
analysis, we can draw the following conclusions: fiscal decentralization at and below
Fujian Province has a negative effect on education expenditure proportion, so the
provincial level government can consider centralization properly; there exists
strategic interaction of education expenditure proportion among neighbor counties,
and the subsample regression results turn out to be robust.

Key Words: Fiscal Decentralization; Education Expenditure; Spatial Econometric
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