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The Spatial Effect of Public Expenditures
on Industrial Structure Upgrading

Jia Jingquan, Yin Lisong

(School of Economics  Huaibei Normal University  Huaibei 235000,China)

Abstract: A breakthrough in the effect of public expenditures on industrial structure
upgrading from directional guidance to location-oriented directional guidance is the weak
link of current research. Starting from regional heterogeneity determining industrial struc-
ture, local effects and externality of public expenditures, and omission factors, this paper
uses spatial econometric modeling technique to build a spatial Dubin model of public ex-
penditures and industrial structure. Then taking Anhui province as an example, this paper
empirically presents direct, indirect and total effects of public expenditures on industrial
upgrading. It arrives at the conclusions as follows: firstly, the adoption of spatial econo-
metric modeling technique can lead to a breakthrough in the effect of public expenditures
on industrial structure upgrading from directional guidance to location-oriented directional
guidance; secondly. the research and assessment of the effect of public expenditures on in-
dustrial structure upgrading should shift from local effect to spatial external effect; third-
ly.the principle of location-oriented directional guidance should be followed to make full
use of the positive effect of public expenditures on industrial structure upgrading, inhibit
the negative effect and maximize the superimposed effect. It has important implications to
formulate appropriate public expenditures policy and promote optimization and upgrading
of industrial structure during economic transition period.

Key words: public expenditure; industrial upgrading; externality; spatial effect
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