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Abstract

Abstract

Although local governments are forbidden to borrow in our country, they
practically borrowed or accumulated all kinds of debts, which has brought bad
impact on local finance and financial environment, social credit system, and
even the normal operation of government organs and socia stability. Lack of
uniform management is the greatest risk local government debts are facing. So
it is urgent to establish a uniform management system of local government debt.
The dissertation studies several important proponents of this management
system, which include the management objectives, the division of management
authority and responsibility, management motivation of local governments, and
effective debt management instruments.

The dissertation contains six chapters. Chapter One is the introduction.
Chapter Two describes present situation of focal government debt and gives
analysis for the causes. Chapter Three sets clear objectives for local government
debt management——"normalization, transparency, moderation, efficiency”.
For the realization of the objectives, three strategies are thought to be important,
that is, dividing management authority and responsibility, exciting local
government’s motivation for debt management and finding effective method of
debt management. Next three Chapters (from Chapter Four to Six) study these
three strategies orderly.

Chapter Four compares experiences of some selected countries with controls
on local government debt, then puts forward guidelines and several reforming
proposals for the division of local debt management authority and responsibility

in our country. Local governments should be allowed to borrow subject to



Abstract

limitation conditions by laws. And central government should assume
supervision responsibility for local government debt. The uniform management
agencies should also be set up quickly. Chapter Five employs theories on the
motivation of Organizational Behavior and Institutional Change to analyze debt
management activities and motivation of local governments. The study finds
that two kinds of debt management activities——induced and impaosed
behavior ——come from different motive forces, but these motive forces are
found to be insufficient in China. The results can be justified by current
misleading evaluation system of administrational performance, soft budget
restraint on local governments and disproportion between management cost and
gains, etc. We suggest that debt management factors should be considered in
evaluating local government performance. Systematic changes should also be
made to harden budget restraint on local governments. Chapter Six seeksto find
effective approaches for debt management. Four management approaches are
suggested, that is planned management of borrowing decision, debt budget
management, debt service fund management and debt information management.

Last part is a summary with some brief discussion of other important

questions about local government debt.

Key Words: Loca Government Debt; Debt Management; Division of
Authority and Responsibility
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