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The Public Service of Jiangxi Province under the Perspective

of Financial Revenue and Expenditure

Based on the Analysis of EG Two — step Method and Error Correction Model

ZHONG Lihong® XU Li*  ZHOU Dongliang”
(a. Finance Department;b. School of Finance;Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract:The long — run equilibrium relationship between revenues and expenditures affects the citizens enjoy
the welfare of public services. We use of EG two — step method to inspect whether there is long — term equilibrium
relationship between the revenue and expenditure in Jiangxi province between 1978 —2012 and combine with the
error correction model to analyze the short — term and long — term relationship between revenue and expenditure. The
empirical results show that:there is really a long — run equilibrium relationship between the revenue and expendi—
ture when short — term fluctuations deviate from long — run equilibrium the error correction term will adjust by
0.337007 in contrast in order to pull the non — equilibrium to equilibrium. Granger causality test finds that the ex—
penditure is the Granger causality of revenue in other words expenditure acting on public services can drive the
growth of national economy to some extent it can bring increased revenue.
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method ; error correction model



