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Abstract: This article explores the impact of fiscal expenditure reallocation on the social welfare and

economic oulpul based on a mulli-regional spatial general equilibrium model including migration cosls and trade
costs. The results show that the impact of fiscal expenditure policy in one single region could be divided into four
channels: total factor productivity, factor flow, reallocation, and transfer, which have different direction and size of
the spillover effect. The impact of regional productive expenditure on output and welfare is mainly produced through
the TFP channel, while the impact of social security expenditure is mainly produced through transfer effects, and
mainly affect the social welfare. This article describes the direction and size of policy multiplier when the policy is
implemented in one certain province in detail, and analyzes the heterogeneity and its source. We find that in
general, 23% of the impact of the productive expenditure in one single region on the overall output is manifested
as negative spillover effect (crowding—out effect) on other regions. By contrast, 15% of the impact of social
security expenditure on social welfare could manifested as positive spillovers to other regions. The introduction of
cross—regional migration and trade could impose an important influence on the quantitively measurement of policy
effect. In addition, counterfactual estimates indicate that the urban agglomeration policy will bring a siphon effect to
the economic development of other regions, but it will also produce a positive spillover effect on the welfare of
residents in surrounding regions. This article provides quantitative theoretical evidence for understanding the impact
of fiscal expenditure allocation on the aggregate output and welfare in a multi-regional framework, and also provide
suggestions for the coordinated development of regional economy.
Key Words: migration; trade cost; fiscal expenditure multiplier; spatial general equilibrium model
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