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Local Governments’ Fiscal Expenditure Supporting Agriculture and Rural
Residents’ Consumption: Empirical Evidence from China’ s 29 Provincial Panel Data
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Abstract: Under the basic framework of optimal consumption route choice this paper constructs a dynamic optimization model of
governments’ fiscal expenditure supporting agriculture and rural residents’ consumption. The theoretical analysis shows that an increase
of local governments’ fiscal expenditure supporting agriculture has a stimulative effect on rural residents’ consumption. Based on
China’ s inter — provincial panel data from 1995 to 2008 this paper makes an empirical study of this conclusion through instrumental
GMM. The study finds that: after overcoming the endogeneity with multiple instrumental variables the local governments’ fiscal
expenditure supporting agriculture has a significant stimulative effect on rural residents’ consumption and an increase in local
governments’ fiscal expenditure supporting agriculture by 1% raises the rural residents’ consumption by 0. 1367% ; The further factor
decomposition shows that the average contribution of local governments’ fiscal expenditure supporting agriculture to the increase of rural
residents’ consumption which is trending upwards annually is 8.72%; And there are regional differences in the influence of local
governments’ fiscal expenditure supporting agriculture on rural residents’ consumption that is the impact of governments’ fiscal
expenditure supporting agriculture to rural residents’ consumption in China’ s central and western regions is much stronger than that in
the eastern region.

Key Words: Fiscal Expenditure Supporting Agriculture; Rural Residents” Consumption; Instrumental Variable; System GMM
JEL Classification: H53 128

( 85 )

18. Rama M. 1994. “The Labour Market and Trade Reform in Manufacturing. ” In Essays on the Effects of Protectionism on a Small
Country: the Case of Uruguay ed. Michaell Connolly and Jaime de Melo. The World Bank Washington D. C.

19. Rama M. 2003. “Globalization and Labor Market. ” The World Bank Researces Observer 18:159 —186.

22. Rivera — Batiz L. and P. Romer. 1991. “Economic Integration and Endogenous Growth. ” Quarterly Journal of Economics 106( 2) :
531 -555.

The Impact of Trade Liberalization on Employment:
Data from the Service Sector and Private Enterprises

Luo Zhi

( Center of Development Economics Research Wuhan University)
Abstract: Most of the Chinese researches about how the trade liberalization affects the employment are focus on industry and ignore the
service industry. What is more the data used in previous researches don’t include the labor working in private company. This paper
analyzes the effect of trade liberalization on the employment in service industry and in private company in China using provincial data
from 1998 to 2007. The results indicate that although the ratio of service trade to trade is very low in China and the indirect impact of
trade on employment in service industry is weak the indirect effect is very significant especially in retail industry storage industry
construction industry service industry catering industry and quarter industry. The reason is that trade is good for economic growth
which will increase the employment in service industry. And the effect of trade on employment in private company is also obvious.
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