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The Leviathan Hypothesis, Fiscal Decentralization and Government Expansion

——Evidence from Chinas Lottery Provincial Panel Data

CAO Xuejiao' ,ZHOU Liguo®
(1. School of Public Finance and Taxation ,Shandong University of Finance and Economics , Jinan 265400, China ;

2. Business School ,Central University of Finance and Economics , Beijing 100081 , China)

Abstract: This essay uses the Laffer curve to build up and test the lottery revenue maximization model with the evidence from Chinas

provincial panel data from 2000 to 2012, and then analyzes the effectiveness of Leviathan theory in China according to the empirical re-

sults. The empirical results show as follows: Revenue maximization is the target of governments”lottery behavior, and some provinces

have caught in the Laffer paradox while pursuing this target. Fiscal decentralization is not negatively relative to the lottery revenue of the

government, which disagrees with the Leviathan hypothesis.

Key Words: The Laffer curve;Leviathan hypothesis; The lottery revenue maximization; Fiscal decentralization
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