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An Explanation for Increasing Public Spending: Baumol Model of
Unbalanced Growth

Wang Bo

Abstract: The expanding of public expenditures and government size is a global socio—economic phenomenon. There
are numerous interpretations for public expenditures increasing, in which also not lack of mature theories. This paper
established a Baumol’s 1967 non—equilibrium two-sector growth model, through which given a potential explanation to
the growing size of public spending. Finally, based on this theory we tried to give some reasonable policy
recommendations to our country’s policy—makers.
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