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How Does the Financial System Concerning the County

Directly Governed by Provincial Government Promote

Economic Growth:An Empirical Analysis Based on the
Data of Jiangsu Province from 2004 to 2009

GAOQO Jun, WANG Xiao-dan

(School of Public Economics and Administration s Shanghai University
of Finance and Economics s Shanghai 200433, China)

Abstract: In recent years, the financial system concerning the county
directly governed by provincial government has been put into practice in
some provinces, which aims at overcoming the shortcomings of previous fi-
nancial system concerning the county directly governed by the municipality.
It predicts that this reform measure can play the potential role in reducing
administrative costs, resolving the problem of budget constraint and promo-
ting economic growth in counties. Then, how does this financial system pro-
mote economic growth? Based on the spatial panel data of 51 counties in
Jiangsu province from 2004 to 2009, it makes an econometric analysis and
shows that the effect of the financial system concerning the county directly
governed by provincial government on economic growth is achieved mainly
by the effect of government competition.

Key words: the county directly governed by provincial government;
economic growth; spatial panel data model
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