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Econometric Tests for the Components of
Fiscal Illusions in China’s Active Fiscal Policy

LIU Jin-quan, PAN Lei, HE Xiao-wei

(Quantitative Research Center of Economics, Jilin University, Jilin 130012, China)

Abstract: In fiscal expenditures, since the public could not correctly rec-
ognize the prices of public goods, there might be, to some extent, “expecta-
tion illusions” and “deficit illusions”. These “fiscal illusions” cause lower
price estimation and thus lead to the supply shortage of public goods, which
is manifested in the rapid growth of the demand for government investment,
finally resulting in the ineffective allocation of social resources. Empirical
tests show that “expectation illusions” and “deficit illusions” coexist. There-
fore, we ought to properly decrease the expenditure of public goods, pay at-
tention to the output effects of fiscal expenditure so as to enhance the multi-
plier effect of active fiscal policy. .

Key words: fiscal policy; fiscal illusions; expectation illusions; deficit il-

lusions

g 2 g A0 81 0 O g0 O e, 050, S0 s P g R 0t g 8 o0t Mg 8ot Dy W

(EEF 43 7)
not have obvious influences on compensation performance sensitivity, while
the three managerial entrenchment characteristics as the dual status of the
general manager, the status of board member and his term in the board have
evident influences on compensation performance sensitivity. An even more
important finding is that when the corporate’s performance becomes better,
the compensation performance sensitivity increases. while the corporate’s
performance worsens, the compensation performance sensitivity decreases,
and the two managerial entrenchment characteristics as the dual status of the
general manager and his term in the board will further decrease the compen-
sation performance sensitivity.

Key words: compensation performance sensitivity; board governance;

block shareholder governance; managerial entrenchment
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