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A Study of the Effect of Province Governing County Financial Reform
on the County Government Fiscal Expenditure Efficiency

LI Yihua, WEI Qun, LI Xueyan
(School of Economics ,Shandong University , Jinan 250100 , China )

Abstract: Sluggish economic and fiscal revenue growth has put forward a severe request for the improvement of fiscal expenditure effi-
ciency. Taking Hubei Province as an example,this paper measures the county$ fiscal expenditure efficiency by using the DEA method
and then uses panel data regression model to estimate the impact of fiscal decentralization on expenditure efficiency. In order to verify
the effect of province governing county reform,this paper further adopts double difference model to analyze the impact of this fiscal re-
form on fiscal expenditure efficiency. It is found that the province governing county fiscal reform has a significantly positive effect on ex-
penditure efficiency and the scale efficiency, but has a significantly negative effect on the structure efficiency. This suggests that province
governing county fiscal reform improves the efficiency of the countys fiscal expenditure mainly through scale efficiency,but there is still
a big lag for optimizing the structure of fiscal expenditure. The conclusion reveals some challenges for accelerating the transformation of
government functions,improving the performance appraisal standards of officials as well as improving the county governments regulatory
mechanisms imposed by provincial and municipal governments.

Key Words: Province directly governing county; Fiscal expenditure efficiency ; DEA ; Double difference model
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