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Basic Public Services Fiscal Decentralization and County

Economy Development

Xiong Xiaolin & Li Tuo

Abstract: This paper measures the county economic development by using the factors of the economic
growth industrial structure upgrading and income equalization. It takes the regional heterogeneities into
consideration and uses the panel data of 108 counties in Henan province from 2005 to 2015 to test the impact
of basic public services and fiscal decentralization on county economic development. The results show that: from
the whole perspective basic public services and fiscal decentralization could contribute to the development of
county economy. From the perspective of finance the support effects mainly manifestes in the ordinary counties
without special financial attributes. From the perspective of economic level it mainly manifestes in the center
counties and agricultural counties. From the perspective of geographical level the counties near the city area
play the more positive economic effects and form the spillover effect of economic development.
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LnRGDP 1188 9. 086 0. 443 8.171 10. 236
STR 1188 0.517 0. 137 0.212 0. 889
INCOME 1188 0. 451 0. 085 0.281 0. 905
LnPUB 1188 2.228 0. 063 2.038 2.457
FD 1188 0.329 0.192 0.079 1.208
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M1 M2 M3
( LnRGDP) ( STR) ( INCOME)
Y( -1) 0. 895 (9. 82) 0. 191 (5.97) 0. 610 (5. 68)
p 0.213™% (14.19) 0. 133 (6.28) 0. 206 ™ ( 6. 75)
LnPUB 0. 1897 (3.72) 0.613™(2.25) 0.176 (3. 31)
FD 0. 449 (4.22) -0.874( -0.61) 0. 639 (3. 66)
LnPUB x FD —0. 147 ( -2.17) 0.573(0. 36) -0.025( —1.28)
INV 0. 259 (4. 52) 0.522*% (9. 16) 0.033(0.73)
URB 1. 241 (9.61) 0. 684 (9. 67) 0.1117%(3.87)
DOF —0.115™ ( -2.24) —0. 127 ( -3.67) —0.060™ ( —5.32)
Moran’s 0. 572 (16. 38) 0. 610 (19. 26) 0.319 ™ (6.57)
AdjR? 0.637 0.507 0. 496
Log likelihood 398.776 645.197 874.119
AIC 0.019 0. 006 0.003
sc 0.021 0. 006 0.003
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o LnPUB x FD
o INV URB
° DOF
o M5
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o URB
M6
5
M4 M5 M6
( LnRGDP) ( STR) ( INCOME)
LnPUB 0. 187 1.380 7 0.051" -0.102 0. 347 0. 085 0. 040 0. 155 0.017 **
(1.08) (4.09) (1.87) (-0.67) (3.70) (0.93) (0.40) (1.26) (6.25)
FD 0.328 1. 434 % 0.076 -0.211 1.430 % 0.137 0.335 0.222 0.1017*
(1.50) (2.61) (0.35) ( -0.31) (3.07) (1.54) (0.75) (0.43) (2.07)
LnPUB x FD -0.294 -0.494 | -0.193 0.052 -1.176 | -0.319 -0.133 -0.069 -0.019
(-1.19) (-2.72) ( -0.45) (0.18)  |( -3.29) (-0.99) [(-0.67) [(-0.30) |(-0.81)
INV 0. 204 0. 404 ** 0. 235 0. 028 ** 0. 117 0.195™* -0.018 0.025 0. 531
(4.62) (8.33) (4.25) (2.13) (8.68) (4.59) |(-1.19) (0.97) (0.67)
URB 0.091 ** 0. 446 1.030™* | 0.014 0.054" 0.134 0.124™%  0.2177*]  0.010™*
(2.11) (3.89) (6.57) (1.02) (1.69) (1.45) (6.54) (10.54) (3.81)
DOF -0.259%% | -0.4217% | -0.052" -0.082% | -0.167™*| -0.107" 0.032% | -0.005 -0.212%*
(-5.32) (-6.57) (1.79) (-4.12) | -9.39) (-1.72) (2.11)  |(-0.48) |(-3.31)
R? 0.521 0.398 0. 424 0.121 0.363 0.386 0.187 0.328 0. 588
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o M8 M7
M9
6
M7 M8 M9
( LnRGDP) ( STR) ( INCOME)
LnPUB 0.661 ™ | -0.125 1.891 0.113" 0.108 0. 248 0.1527%|  0.045 0.202 %
(3.21) (-0.27) (4.68) (1.65) (0.57) (2.37) (3.01) (0.52) (3.04)
FD 0.614™ | -0.098 1.244 0.5117*| 0.817 0.258 0.836 ™ | -0.304 1.6577
(2.42) ( -0.04) (3.10) (3.56) (0.81) (1.19) (2.76) | -0.67) (2.52)
LnPUB x FD -0.278* | -0.216 -1.036™ | -0.2687 | -0.302 —0.240 7 | -0.349% | 0.132 -0. 682
( -2.50) (-1.02) (-3.34) ( -3.06) ( -0.69) ( -2.65) (-2.62) (0.66) |( -2.18)
INV 0.323 7 0.223 0.327 7 0.1207* | 0.023" 0.103 %% | -0.031™| 0.041" 0.012
(8.56) (4.71) (5.45) (9.62) (1.77) (6.64) ( -8.56) (1.81) (1.22)
URB 0.154™ | -0.054 1.145%* | -0.033 0.022 0.1177% | 0.149™* |  0.155™| 0.113**
(2.17) (-0.47) (8.65) (-1.44) (0.47) (3.41) (8.56) (7.31) (5.24)
DOF —0.2737% | —0.3457F | —0.228™ | —0.1277F | -0.1207F| -0.098 7 |  0.023" 0.025" -0. 028
( -5.44) ( -4.81) (-3.62) (-7.64) (-4.12) ( -6.00) (1.86) (1.84) |( -3.66)
R2 0.232 0.199 0.518 0.221 0.141 0.316 0.201 0.358 0.230
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MI0 MI1 MI2

( LnRGDP) (STR) (INCOME)
LnPUB 1,002 7% (3. 49) 0.969( 1. 38) 0.431™(2.15) 0. 306( 1. 45) 0. 166 (3. 48) 0. 149 (4. 05)
FD 0.918™(2.17) | -0.552( -2.27) | 1.408" (1.92) 1.210( 0. 85) 0.634*(2.13) 0.386( 1. 55)
LoPUB xFD | 0.301(1.24) -0.294( -1.12) 1. 1537 (2. 09) -0.597( -0.97) | 0.271(1.06) -0.124( -1.55)
INV 0. 354 (2. 90) 0.429( 1.43) 0.134" (1.83) 0.067" (1.78) | 0.028 **(3.23) 0.011% (1.74)
URB 1.313%%(5. 53) 0.382*%(3.67) | 0.590™%(8.37) 0.152%%(3.88) | 0.187*(11.12) 0. 141 %( 10. 96)
DOF 0.299" (1.81) -0.101" ( -1.69) | 0.120(2.15) -0.078" ( -1.78) |0.0337%(2.80) -0.006( -0.74)
R? 0.176 0. 169 0.223 0.219 0.363 0.355
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