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Provincial Unified Management Reform of Local
Courts and Corporate Performance
Tian Ruize and Wang Xin

(Institute of New Structural Economics, Peking University )
Abstract: Based on national tax survey data and listed company data from 2010-2016, this paper
treats the provincial unified management of personnel, finance, and property resources of local
courts below the provincial level, implemented in 2014 as a quasi—natural experiment to examine
the impact of judicial reform on corporate performance. The research results show that judicial
reform significantly improves firm performance, primarily operating through three major
mechanisms ; First, it reduces economic distortions at both firm and regional levels, with firms that
conform to comparative advantages benefiting more from the reform; second, it improves contract
enforcement quality, but the large number of distorted firms in contract — intensive industries
weakens the positive effects of this channel; third, it reduces local protectionism, improves firm
supply chain matching efficiency, and thereby enhances performance. This study enriches the
literature on policy effect evaluation of judicial reform implementation and provides policy
references for further deepening judicial system reform and eliminating economic distortions.
Keywords: Judicial Reform, Economic Distortions, Corporate Performance
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