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Local Government Debt Governance
—Based on the Perspective of National Governance Modernization
XIA Shi-yuan' ZHENG Lian-sheng’
(1. Audit Research Institute Audit Office Beijing 100086  China;
2. Institute of Finance and Banking Chinese Academy of Social Sciences Beijing 100028 China)
Abstract: In the past few years positive progress has been made in the debt risk management of local governments in

China but there are still many problems such as vague governance concept weak concept of rule of law prevalence of localism
and so on. Some local financial governance has fallen into the “low-evel trap” and caused major risks. There are some problems
in local debt governance such as imperfect legal framework inadequate governance and regulation difficult positioning of
government functions and “growth” of performance evaluation. At the same time the local debt governance is faced with such
constraints as the mismatch of power and responsibility between the central government and the local government the
unreasonable financial and tax structure the difficulty in implementing the soft budget constraints and the difficulty in balancing
the local “power autonomy” and “responsibility autonomy”. The key to improve the local debt governance is to straighten out the
relationship between the central government and the local government and improve the level of local government debt governance.
It is necessary to establish the authority of the rule of law clarify the relationship between the rights and responsibilities
standardize the assessment of officials and improve the supervision mechanism so as to effectively resolve the debt risk of the local
government and promote the modernization of the local government debt governance system and governance capacity.
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