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Invalid Purchase, Invisible Resident Income and
Public Capital Expenditure Efficiency: Internal
Logic and Reality in China

LIU Guan-chao

(Department of Economics,Party School of the Central Committee
of C.P.C.,Beijing 100091,China)

Abstract: In the case of the separation between decision making,imple-
mentation and ownership,there always exist invalid purchases in the process
of public capital investment and spending because of institutional finiteness
and imperfection. The invalid purchases of investment expenditure and con-
sumption expenditure partially have been transformed into invisible resident
income. This paper correlates government or enterprise investment expendi-
ture efficiency,government consumption expenditure efficiency and invisible
resident income by capital expenditure efficiency coefficient and transparency
coefficient of resident income. The lower investment or consumption expend-
iture efficiency coefficient implies the more imperfection of investment and
consumption institutions in a society and the lower transparency coefficient
of resident income, leading to the expansion of the difference in resident in-
come distribution and the gap between rich and poor. From 2005 to 2008,
the resident income transparency in China had not improved, but continued
to deteriorate.

Key words: expenditure efficiency; invisible resident income; invalid

purchase
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