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Nonlinear Impact of Fiscal Expenditure on Economic
Growth in China: Empirical Analysis of Panel
Smooth Transition Regression Model Based
on Provincial Panel Data

ZHANG Shu-cui

(School of Public Economics and Administration . Shanghai University
of Finance and Economics, Shanghai 200433, China)

Abstract: Based on provincial panel data in China from 1997 to 2009,
this paper tests the nonlinear effect of fiscal expenditure on economic growth
by panel smooth transition regression model, and further extends the infer-
ence of Armey curve. The results show that provincial general budget ex-
penditure scale and fiscal expenditure structure have nonlinear effects on
economic growth. The average optimal scale of general budget expenditure is
9.32% and the average optimal structure of fiscal expenditure is 1.643. Be-
sides, the effects of general budget expenditure scale and fiscal structure on
economic growth are featured by asymmetry on the two sides of optimal val-
ue. In contrast, the conversion speed of general budget expenditure seems to
be quicker. There exist irrational problems in general budget expenditure
scale and fiscal expenditure structure, so the governments need to raise the
efficiency of fiscal expenditure.

Key words: panel smooth transition regression model; Armey curve;
nonlinear effect (WAEHE F M)
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