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Can Budget Performance Management Reform Ease Financial
Pressure on Local Governments?
—Empirical Evidence Based on Quasi-natural Experiment
WANG Xueping', WANG Xiaoping’
(1. Jiangxi University of Finance and Economics, Nanchang 330013 ;
2. Yichun University, Yichun 336000 )

Abstract; The protracted COVID-19 pandemic and changes in the economic situation at home and abroad are
threatening the balance of local fiscal revenue and expenditure. How to ease the financial pressure on local
governments becomes a focal topic. This paper empirically examines the impact of the budget performance
management reform on the local fiscal pressure, using the provincial panel data from 2001 to 2020 and the
difference-in-differences ( DID ) model. The findings show that the budget performance management reform
significantly reduces the local financial pressure, which remains valid after the parallel trend test, the entropy
balance matching regression, and other robustness tests. According to the heterogeneity analysis, the inhibitory
effect of the reform on fiscal pressure is more obvious in the areas with poorer institutional environment, weaker
government audit, and higher degree of fiscal decentralization. Meanwhile, the influence mechanism of this
inhibitory effect is that the budget performance management reform improves the efficiency of fiscal expenditure,
reduces government administration costs, and enhances fiscal transparency. Furthermore, budget performance
management is insufficient in breadth, failing to effectively cover budgets other than the general public budget,
such as the government-managed funds budget. The economic consequences test suggests that after the reform of
budget performance management eases the financial pressure, local governments will relax the tax supervision of
enterprises in their jurisdiction and increase government subsidies to these enterprises. Therefore, this paper may
contribute to the literature on the economic consequences of budget performance management reform, and provide
empirical evidence for local governments to use budget performance management to ease the financial pressure.

Keywords: fiscal balance; financial pressure; budget performance management reform; financial expenditure

efficiency ;fiscal transparency
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