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The Periodicity of Local Government Fiscal Behavior,
Industry Growth and Structural Imbalance: Analysis Based
on External Financing Dependence of Industries

AN Yuan's WANG Jun®

(1.School of Economics and Trade, Guangdong University of Foreign Studies s Guangzhou 510006,
China ;2.Guangdong Academy of Social Sciences, Guangzhou 510610, China)

Abstract: Based on industries’ dependence on external financing, this paper explores
the effect of fiscal behavior features of local governments on industry growth and the coor-
dination role in the imbalance of industrial structure. By the difference-in-difference meth-
od, it makes an empirical study using region, industry and firm data from 1998 to 2007
comprehensively. It comes to the conclusions that, in terms of the reaction of fiscal ex-
penditure gap to output gap, industries with stronger dependence on external financing
growth rapidly in regions with more intense counter-cyclical fiscal behavior of local govern-
ments. Meanwhile, institutional constraints under transition background significantly af-
fect the role of counter-cyclical fiscal behavior: on the one hand, the differences in external
financing costs in state-owned and private firms lead to significant differences in their re-
sponse to fiscal behavior; on the other hand, on the condition of market mechanism not
yet mature and perfect, the rise in marketization can obviously strengthen the role of
counter-cyclical fiscal behavior. It shows that the rationalization of fiscal behavior modes of
local governments is of great significance to the alleviation of the imbalance of industrial
structure.

Key words: periodicity of fiscal behavior; external financing dependence; industry
growth; structural imbalance (WiEHRE = 4
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