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Promoted or Inhibited ? An Empirical Study of the Chinese Fiscal Decentralization on Minimum Living Security Expenditure

Chen Wenmei

Li Chungen

[ Abstract ] The paper firstly explains the influence mechanism of Chinese fiscal decentralization on minimum living

Security expenditure from the theoretical point of view, then using the multiple regression model of fixed

effects to analyze such influence by the provincial panel data for 31 provinces in 2005-2014. The results

show that decentralization of fiscal revenue can promote the level of minimum living security expenditure but

the decentralization of fiscal expenditure on minimum living security has an inhibitory effect. Especially the

structural distortions of government investment that is triggered by the decentralization of fiscal has significantly

reduced the amount of spending on minimum living security. From the influence of different regions, the higher

decentralization of fiscal revenue and expenditure did not promote the level of minimum living security in the

east while the decentralization of fiscal revenue increased the level of minimum living security in the central

and western regions; the lower income autonomies inhibited the supply of minimum living security and the

decentralization of Fiscal Expenditure decreased the level of minimum living security expenditure in the central

and western regions. So the paper proposes that it must grasp the appropriate direction and the intensity of fiscal

decentralization, optimize the structure of fiscal expenditure and perfect the system of transfer payment for

minimum living security expenditure.
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