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Fiscal Decentralization, Government Transfer
Payments and Rural Poverty: Analysis of Threshold
Effect Based on Dual Dimensions of Revenue
and Expenditure outside and inside Budget

CHU De-yin'?, ZHAO Fei'

(1. School of Finance and Public Administration » Anhui University of Finance and
Economics, Bengbu 233030, China;2. Postdoctoral Station of National Academy

of Economic Strategy s Chinese Academy of Social Sciences, Beijing 100045, China)

Abstract: Whether the fiscal decentralization is beneficial to poverty re-
duction is recently a hot issue attracting attention from domestic and foreign
theoretical circles. Firstly, based on Chinese practice of fiscal decentraliza-
tion, this paper systematically explains the mechanism of the effects of reve-
nue and expenditure decentralization outside and inside budget on poverty
from a theoretical perspective. Secondly, it takes government transfer pay-
ments as the threshold variable and empirically investigates the impact of fis-
cal decentralization on rural poverty in China from 1995 to 2010 by construc-
ting a panel threshold regression model. It comes to the following conclu-
sions; firstly, revenue and expenditure decentralization inside budget can
significantly alleviate rural poverty. and the effect of expenditure decentrali-
zation inside budget on poverty reduction is more obvious; secondly. the
effects of revenue and expenditure decentralization outside budget on rural
poverty differ widely; expenditure decentralization outside budget is condu-
cive to the decrease in the possibility of rural poverty, and the increase in the
degree of revenue decentralization outside budget worsens rural poverty, but
is not significant; thirdly, there exists the non-linear threshold effect of gov-
ernment transfer payments on rural poverty, namely when the proportion of
government transfer payments is below the threshold 0. 6965, the rise in
transfer payments form the central government to local governments is bene-
ficial to rural poverty reduction; otherwise, it is not conducive to rural pov-
erty reduction.

Key words: fiscal decentralization; government transfer payments; ru-
ral poverty; threshold effect (FTiE%p 4.5 )
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