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FDI. Trade Openness and Fiscal
Expenditure Structure in China

CAI Wei-xian, ZONG Jia-feng

(Institute o f Economic Research s Xiamen University sXiamen 361005, China)

Abstract: Based on spatial econometrics, we employed spatial and time
period fixed effects SAR and SEM Model to study the relationships between
FDI, trade openness and the fiscal expenditure structure. We found that lo-
cal total fiscal expenditure and its composition were spatial correlated; FDI de-
creased the size of public sector and reduced the fiscal expenditure, favoring the ef-
ficiency hypothesis; trade openness significantly increased the size of public sector
and fiscal expenditure, favoring the compensation hypothesis.

Key words: FDI; trade openness; fiscal expenditure structure; spatial e-
conometrics (REHRE F M)
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