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Government Employment Growth Targets, Fiscal Expenditure Preferences

for Livelihood Protection and the Effect of Stable Employment
WANG Haijun**, WU Jungian®, XIE Kai® and LIU Yanzhou*

(a: Institute of Western China Economic Research, Southwestern University of Finance and Economics;
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Summary: Countries around the world attach great importance to employment. In recent years, the Chinese government
has also attached great importance to employment, placing it at the forefront of stability on six key fronts and security in
six key areas. However, under the influence of unfavorable domestic and international factors, the employment situation
in China becomes more severe and faces considerable pressure. The government’ s employment growth target is a core
employment policy with Chinese characteristics, which is also an assessment indicator for local officials. To expand em-
ployment, Chinese governments at all levels announce the target of new urban employment in their government work re-
ports at the beginning of the year as an important employment growth target. Among them, the granting of subsidies is an
important tool. Meanwhile, enterprises serve as the key mainstay of employment absorption. Therefore, the question of in-
terest is: Has the raising of employment growth targets by local governments in China promoted increased hiring by enter-
prises in their jurisdictions? What is the mechanism that causes the above impact? For a long time, the Chinese govern-
ment’s assessment system based on economic growth as the “baton” has led to the distortion of local governments’ fiscal
expenditure structure, which emphasizes production and investment rather than livelihood protection, so can the employ-
ment growth target provide a certain degree of directional correction to this problem? Can the employment growth target
correct this problem to a certain extent?

Given this, this paper constructs a sequential game model from the dual subjects of the government and enterprises
to portray the recruitment behavior of enterprises under the pressure of government employment targets and manually col-
lects data on urban new employment targets in 1,967 prefecture-level municipal government work reports from 2014 to
2020 for empirical testing. The results show that the local government’s increase in employment growth targets signifi-
cantly expands enterprises’ recruitment. The mechanism test finds that the employment stabilizing effect of government
employment growth targets is realized by increasing employment subsidies. Meanwhile, this stabilizing effect is more ob-
vious in areas with initially weaker fiscal expenditure preferences for livelihood protection, and it has corrected the distor-
tion of the local fiscal expenditure structure to a certain extent.

The contribution of this paper is fourfold. First, the existing literature has neglected the impact of the government’s
employment growth target, the “hand” of the government, on enterprise hiring, and this paper expands the research on the
factors influencing enterprise hiring. Second, the existing literature lacks attention to the government’ s employment
growth target, and this paper enriches the literature on employment policy and target management. Third, the existing lit-
erature lacks research on the “three guarantees” ( guaranteeing people’s basic livelihoods, wages, and functioning of soci-
ety), and this paper supplements the literature in the field of the “three guarantees” by exploring the directional corrective
effect of livelihood-based fiscal preferences. Fourth, there is little literature analyzing the strategic recruitment behavior
of enterprises, and this paper supplements the relevant research on the recruitment behavior of enterprises.

This study has the following four policy implications. First, continue to implement the employment target responsi-
bility system, increase the weight of employment indicators, improve the differentiated assessment mechanism, and
strengthen the construction of employment promotion mechanism for college graduates. Second, strengthen the continuity
of employment target design and enhance the expected management of employment targets. Third, deepen the reform of
the household registration system, and give full play to the synergistic linkage effect of policies. Fourth, increase the gov-
ernment’ s counter-cyclical regulation, give full play to the function of small and medium-sized enterprises as employ-
ment stabilizers, and alleviate age discrimination in employment.

Keywords: Employment Growth Targets; Fiscal Expenditure Preferences for Livelihood Protection; Employment-
Stabilizing Effect
JEL Classification: H11, H83, J23
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