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A GDP 8112 8.607 0.707 5.654 13.603
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Do Transfer Payments Affect Local Governments’ Revenues
and Expenditures Behavior? Theoretical and Empirical Analysis

Yang Longjian', Xu Yanchao®, Yin Heng’

(1.Guanghua School of Management , Peking University s Beijing 100871, China ;
2.School of Economics, Yunnan University » Kunming 650091, China ;
3.School of Economics and Business Administration s Beijing Normal University ., Beijing 100875, China)

Abstract: Financial vertical imbalance results from a mismatch between financial pow-
er and powers in affairs,and transfer payments have been the key content of financial rela-
tionship among governments.Based on tax competition framework, this paper studies the
effects of transfer payments on local governments’ revenues and expenditures under free
capital flow.Based on the county-level data,it arrives at the conclusions as follows: large-
scale transfer payments actually have the significant effect on local governments’ revenues
and expenditures behavior: the sensitivity of expenditures decisions is stronger than the
one of revenues decisions. After the subdivision of transfer payments, special and general
transfer payments have obviously different effects on local governments’revenues and ex-
penditures decisions, namely the expenditures effect of the former is stronger than the one
of the latter; tax rebates have positive effects on both local governments’ revenues and ex-
penditures behavior. It provides reference for the perfection of transfer payments system
below provincial level in China.

Key words: transfer payment; government spending scale; tax effort
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tion of economic double taxation; proposal estimation (FTHES%E # M)
k1 EHRNFAZHKBERFRIEG (%)

R L (20 2007 4 2008 4 2009 4 2010 4 2011 4 2012 4 2013 4

EEAPN 48.29 42.23 26.47 23.13 20.47 19.74 21.78
— kA 17.97 31.52 56.58 60.99 64.32 63.34 63.64
Lk LA 33.74 26.24 16.95 15.88 15.21 16.92 14.58
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