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Analysis on the Equity and Influence Factors of
Regional Fiscal Expenditure on Social Security

Zhao Jianguo Liao Zangyi Li Jia

Abstract This paper analyzes the equity and influence factors of regional fiscal burden on social security. Study
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shows that the unfair phenomenon of fiscal expenditure on social security is obvious in China. The fiscal burden in
central and western regions is heavier. The per capita social expenditure is even more unfair, especially in the
eastern and western regions. But the level of social expenditure has a significant relationship with the level of
economic growth and the aging of the population instead of the fiscal income. Therefore, it can be concluded that
the fiscal support ability does not run effectively, and fiscal supply ability has a significant positive effect on fiscal
payment ability on social security, but the constantly increasing demand gives a challenge for the fiscal payment
ability.
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the result of low fiscal efficiency accumulation. It belongs to the surface of fiscal risk. This article re-examines
Chinese local fiscal risk from the perspective of fiscal efficiency through debt. Theoretical analysis shows, special
decentralized system and competition mechanism between governments in China will lead local government to
pursue “high” and “fast” economic growth, rational government behavior will select fiscal expenditure scale to
replace fiscal fund efficiency, debt expansion and local fiscal risk caused by low efficiency will become inevitable.
Further empirical analysis shows that: Firstly, in general, Chinese local fiscal fund allocation efficiency showed
technical inefficiency since 2012, and decreased year by year, 14 areas were technical inefficient in 2014, all of
them showed continuous expansion of fiscal expenditure and decreasing returns to scale, but no effectively
guidance to social capital; Secondly, it statistically verified the negative correlation between fiscal fund allocation
efficiency and local government debt burden, with 10 regions belonging to  “low efficiency, high burden” regions
and 14 regions belonging to “high efficiency, low burden” regions. Thirdly, the quantitative tests find that the regional
economic competition significantly contributes to negative correlation between fiscal fund allocation efficiency and
local government debt burden, and notably depends on correlative factor such as government debt structure,
conditions of production capacity, resident consumption intensity, social investment intensity, market transaction
efficiency, financial credit environment, national strategic layout and regional governance capability.

Keywords Economic Competition; Local Fiscal Risk; Fiscal Fund Allocation Efficiency; Local Government Debt
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