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Legalization of Budget and Local Government Responsiveness:
Evidence Based on the Investigation of Peoples Livelihood
Demand of Prefecture-level Cities in China
GU Cheng XU Huicong SHI Xinxu

(School of Finance and Taxation s Dongbei University of Finance and Economics, Dalian 116025, China)

Abstract: Timely and effective response to the public needs of social members is the inherent re-
quirement of modern national governance. As the foundation and important pillar of national gov-
ernance, public finance provides the necessary guarantee for improving the responsiveness of gov-
ernment. From the perspective of legalizing budgeting, based on the implementation of the Budget
Law revised in 2015 (This paper refersto it as the New Budget Law) , the authors select the data at
the prefecture level from 2012 to 2020 and use the difference in difference method to investigate the
impact of the implementation of the new Budget Law on local government responsiveness. The re-
sult shows that the new Budget LLaw has improved the responsiveness of local governments to the
needs of people’s livelihood. Mechanism analysis shows that force of budget implementation and
government auditing are important channels through which the implementation of the new Budget
Law affects local government responsiveness. Heterogeneity analysis finds that in regions with high
fiscal decentralization and coastal areas, the implementation of the new Budget Law exhibits a
stronger facilitating effect on local government responsiveness. A Further analysis finds that the
new Budget Law has significantly improved the quality of the government’s response to livelihood
needs. In addition, the traditional promotion mechanism based on GDP significantly weakens the in-
centive effect of the new Budget Law on local government responsiveness. These findings not only
reveal the implementation effect of the new Budget Law, which provide a new theoretical basis to
improve modern budget system, but also expand the research on influencing factors of local govern-
ment fiscal responsiveness.

Key words: Modern State governance; The New Budget Law; Government Responsiveness; Liveli-

hood Public Finance; Legalization of Budget
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