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Transfer Payment Uncertainty and Government Debt Scale

—Policy Experiment Based on Timing Reform of Transfer Payment Indicators

CHEN Xudong, LU Hongyuan, YUE Wenhao
(Tianjin University of Finance and Economics, Tianjin 300222 )

Abstract ; As transfer payments and government debt are integral to the current fiscal policy, it is crucial to
clarify their internal theoretical mechanism and logical interaction for building a modern fiscal and financial system.
This paper constructs a quasi-natural experiment from the perspective of uncertainty risk based on the event that
fixed amount transfer payment indicators were issued in advance from 2010. Then, it empirically tests whether
easing transfer payment uncertainty inhibits the expansion of the local government debt scale using the provincial
panel data from 2005 to 2017. The findings reveal that easing transfer payment uncertainty weakens the expenditure
expansion behavior and competition intensity of local governments, alleviates the land finance problem and improves
the budget deviation, thereby mitigating the public pool effect, the soft budget constraints, and the subsequent debt
scale surge. Furthermore, both population aging and fiscal transparency have a heterogeneous impact on policy
effects. Therefore, the rationalization of the transfer payment fund structure and the scientific allocation of funds
should be the main direction of the reform and improvement in the future. Meanwhile, it is necessary to effectively
reduce the uncertainty risk of transfer payments, and build and improve a scientific and clear transfer payment
system.

Keywords : transfer payment ; uncertainty risk; government debt scale; public pool effect; soft budget constraint
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