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Can Strengthening the Budgetary Supervision of Local People’s Congress Promote Local Government
Expenditure on Education: Quasi—Natural Experimental Evidence from Provincial Budgetary
Supervision Legislation
YANG Jin, GONG Xiaoyun, HUA Ruting
(School of Public Finance and Taxation, Southwestern University of Finance and Economics,

Chengdu 611130, Sichuan, China)

Abstract: Under the Chinese style fiscal decentralization, local governments lack incentive to allocate fiscal
recourses to education. In order to promote the long—term development of China’s education, it is important to
explore how to design effective mechanisms to improve local government’s fiscal expenditure on education by
strengthening the budgetary supervision of local people’s congress. In the context of local budgetary supervision
legalization in China, taking provincial budgetary supervision legislation from 1999 to 2017 as a quasi—natural
experiment, this paper employs the Difference—in—Difference method to examine whether strengthening the
budgetary supervision of local people’s congress through legislation can increase local government expenditure on
education. We find that provincial budgetary supervision legislation significantly increases local government
expenditure on education, which raises the proportion of education expenditure in the budget expenditure by one
percentage point on average and increases the share of education expenditure in local GDP as well. Heterogeneity

analysis shows that the effect of budgetary supervision of local people’s congress is mainly reflected in elementary
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education and secondary education, and the effect is larger in areas with higher degree of fiscal decentralization or

areas governed by officials without working experience in the central government. The study shows that promoting

the legalization of fiscal supervision is an important institutional framework for the development of modern

education fiscal governance system, and strengthening the budgetary supervision of local people’s congress is an

effective institutional guarantee to ensure the sustained and stable growth of local education expenditure.

Keywords: fiscal decentralization; budgetary supervision of the people’s congress; educational finance;

legalization
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