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Do Hollow Real Industries Lead to High Sovereign
Leverage in Developed Countries? Empirical Study Based
on the Sovereign Debt Crisis in Developed Countries

FAN Xiao-yun,SUN Da-chao
(School of Economics s Nankai University » Tianjin 300071 ,China)

Abstract: In order to explore the underlying reasons for this sovereign
debt crisis in developed countries, this paper constructs a dynamic panel data
model and a semi-parametric panel data model with adummy variable to test
and analyze econometrically the correlation between hollow real industries
and government leverage rate and its transmission mechanism by the panel
data of sixty countries or regions from 2001 to 2010. The empirical results
show that there is significantly negative correlation between the percentage
of real industries in GDP and government leverage rate, which is transmitted
by its effects on real growth rate of GDP,the percentage of budget revenues
in GDP,unemployment rate and the percentage of the balance of current ac-
count in GDP, especially in financial crisis. At last, it gives relevant policy
suggestions according to the conclusions abovementioned and the real situa-
tion in China.

Key words: hollow real industry; government leverage rate; transmission
mechanism (wHEHEH A—rb)
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