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Local Government Competition, Adjustment of Expenditure Behavior and

High-Quality Economic Development
CHU De-yin', FEI Mao-sheng’
(1. Schoolof Finance and Public Administration, Anhui University of Finance and Economics, Bengbu, Anhui, 233030;

2. School of Public Economics and Administration, Shanghai University of Finance and Economics, Shanghai, 200433)

Abstract; Facing the realistic background of economy transforming to high-quality development stage,
accelerating the establishment of modern fiscal system and regulating local government competition is the
key to promote the modernization of national governance system and governance capacity. Based on the
typical fact of China-style fiscal decentralization, this paper first theoretically interprets the multiple
mechanisms among local government competition, adjustment of expenditure behavior and high-quality
economic development. Then, this paper chooses local government expenditure structure and scale as the
intermediary variables to construct the panel simultaneous equation model and uses 3SLS to carry out
empirical investigation. The results show that: first, the optimization of local government expenditure
structure significantly improves the quality of economic growth, but the increase of local government
expenditure scale significantly inhibits the quality of economic growth; second, the effect of government
competition on the adjustment of local government expenditure structure and scale is distinctly the
opposite: the augmentation of the degree of local government competition hinders the optimization of
expenditure structure, meanwhile promoting the expansion of scale; third, although the direct effect of
local government competition on the quality of economic growth is not significant, it can still indirectly
affect the quality of economic growth by influencing the structure and scale of local government
expenditure, and the indirect effects all show inhibitory effect.

Key words: local government competition; expenditure structure; expenditure scale; high-quality economic

development; panel simultaneous equation model



