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The Multi—channel Effects of Fiscal Expenditure on
China’ s Agricultural Growth

GONG Binlei WANG Shuo

Abstract: This article builds a model to identify the different channels through which fiscal ex-

penditure affect agricultural output. Using panel data of 31 provinces from 1978 to 2015 and panel data

of 2495 counties from 1993 to 2010 this article estimates and compares the multi—effect of fiscal

ex—

penditure across different reform periods and its long term returns. The empirical results show that one

unit increase in fiscal expenditure can increase current period output by 0.4 units where half of the in—

crease is due to input—free productivity growth and the rest is through quality improvement in fertilizer

and machinery. Moreover the long term returns of fiscal expenditure in agriculture are 250%. Fiscal

expenditure is a valid economic driver that can boost agricultural growth in China.

Keywords: Fiscal expenditure; Agricultural growth; Stochastic frontier analysis; Agricultural

total factor productivity; Agricultural and rural reforms



