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On Managing Local Governments’ Debt Risk in China

LUO Yan HU Fang XIAO Su

( Department of Accounting Jiangxi Economy Administrative Cadre Institute Nanchang 330088 China)

Abstract: Since the second half of 2008 as the U S sub-prime mortgage crisis spread worldwide our
government has launched a four-rillion investment in the proactive fiscal policy. By examining the local gov—-
ernment debt data since the breakout of the international financial crisis the paper tried to discover the causes
of debt and potential risks. In order to control the deterioration of local government debt risk seven policy
measures were proposed to help reduce the risk of local debt including improving sound fiscal and taxation sys—
tem to expand the local financial authority allowing local governments to issue bonds; weeding out the super—
fluous and unqualified administrative redundancies on a large scale; adopting innovative financial instruments
to broaden the financing channels etc. .
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