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This study examined the impact of local fiscal consolidation on resident

mobility, utilizing the fact that the new local fiscal rule (Law for the Restoration of Soundness to
Local Government Finance) in the 2000s was a natural experiment. We conducted Regression
Discontinuity Design; we used the net migration ratio or population growth ratio by age group at the
municipal level as the outcome, the fiscal score as the running variable, and the running variable®
s threshold. If a municipality exceeds the cutoff, it must make a fiscal soundness plan by the end
of the current fiscal year and implement it from the following fiscal year. We found a discontinuous
jump in the outcome around the threshold, which means residents® movement due to the treatment. In
addition, we found the extent of the effect is heterogeneous across age groups.
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