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Abstract: This paper uses the endogenous growth theory to analyze the relationship between

the public finance reformations and the economic growth since the year of 1978 in China, and pa-

per tests the relationship which is stable by cointegrate test and regressions. The earlier stage of

reformations focuses on the incentive effect, which provides the foundation of economic institu-

tions; the latter stage of reformations is concern on the growth effect, which provides sustainable

fiscal income for the central government to invest in external factor sections. Contrary to the con-

vergence of the growth effect of local public finances, the central public finance has steady growth

effect.
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