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R&D local government fiscal intervention and provincial economic growth

LI Zhengtong' > YAO Chengsheng' > WAN Zhen’

(1. Center of Central China Economic and Social Development Research Nanchang University Nanchang 330047 China;
2. School of Economics and Management Nanchang University Nanchang 330031 China)

Abstract:Chinas economic growth should depend more on technical progress and institutional innovation in the future.
R&D is the material basis for the technical progress. Fiscal decentralization is one of the most essential institutional innovations
which gives the local government considerable domination on fiscal and tax to adjust the economy. In this paper the two factors
of R&D and local government fiscal intervention were added to the traditional production function and the 31 provincial panel
data from 2000 to 2014 and panel econometric models were used to test thse three hypotheses which were “the economic growth
had a growing inertia’” “the local government fiscal intervention in the economy had a lagged effect”and “the threshold effect
existed in the influence of R&D on the economy growth”. The results showed that the capital had a significant and stable effect
on promoting the provincial economic growth and the economic growth had a significant “growing inertia ” effect however the
technical progress provided by R&D only had a limited effect on promoting economic growth which meant provincial economic
growth in China had obvious extensive characteristics. Under the typical political promotion systems in China the local govern—
ment fiscal intervention showed a negative effect and a significant spatial threshold effect on the economic growth. In order to
stimulate the technical progress in promoting the economic growth local governments should reduce the fiscal interference in
eastern and central China however more fiscal expenditure should be paid to R&D in western China.

Key words:investment of R&D; local government fiscal intervention; economic growth; growing inertia



