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How does Economic Growth Target Setting Affect Fiscal Transparency?
—Empirical Evidence from Cities at the Prefecture Level and Above
LIU Ao', ZHANG Shuanglong’
(1. Chinese Academy of Fiscal Sciences, Beijing 100142;
2. Zhongnan University of Economics and Law, Wuhan 430073)

Abstract: Fiscal transparency is a crucial measure to enhance government governance and modernize China’ s
system and capacity for governance. However, little literature discusses the impact of economic growth targets on
fiscal transparency. This paper investigates the relationship between economic growth targets and fiscal transparency
from the perspectives of economic growth target management and government behavior. Then, using the panel data
for cities at and above the prefecture level and municipal fiscal transparency data from 2013 to 2019, it empirically
examines the linear and nonlinear effects of economic growth targets on fiscal transparency and carries out the
mechanism test, heterogeneity analysis, and extended research.

The findings indicate an inverted U-shaped relationship between economic growth targets and fiscal
transparency. The mechanism test shows that economic growth targets reduce fiscal transparency by expanding
urban infrastructure investment, and improve fiscal transparency by attracting foreign direct investment. Among
them, the unit price of land transfer plays different roles. The heterogeneity test reveals a significant inverted U-
shaped relationship between economic growth targets and fiscal transparency in central and western regions, regions
with low marketization levels, lower-tier cities, and regions with achieved economic growth expectations. Economic
growth targets have a negative impact on fiscal transparency in regions with high marketization levels, high-tier
cities, and regions with unachieved economic growth targets. The extended analysis shows that an increase in
economic growth targets significantly inhibits fiscal transparency. Specifically, soft constraints on economic growth
targets promote fiscal transparency, while hard ones inhibit fiscal transparency.

The marginal contribution of this paper lies in three aspects. First, from the perspective of government
behaviors, it discusses the relationship between economic growth targets and fiscal transparency in the context of
target pressure and promotion incentives, addressing the limitations of previous literature on the influencing factors
of fiscal transparency. Second, it clarifies the theoretical mechanism through which economic growth targets affect
fiscal transparency and proposes an inverted U-shaped nonlinear relationship, providing a valuable reference for
promoting governments to improve fiscal transparency. Third, it expands the impact of elevating economic growth
targets and intensifying target constraints on fiscal transparency, bringing enlightenment for optimizing the
management system of economic growth targets and modernizing China’s system and capacities for governance.

Keywords: government behavior; fiscal transparency; economic growth target; foreign direct investment; land

transfer
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