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Optimizing the Debt Structure of China's Central and Local Governments
BAI Yanfeng? JIANG Siyu’
(1.Graduate School of Central University of Finance and Economics;
2.School of Finance and Taxation, Central University of Finance and Economics)
Abstract In order to promote economic recovery from the Covid-19 pandemic, proactive fiscal policies need to
be enhanced, especially through the use of government debt. However, at present, many local governments in China
are facing great pressure on fiscal revenue and expenditure, and there is insufficient room to expand local debt.
Maintaining a debt structure dominated by local government debt will increase financial risk and be detrimental to
expanding economic growth. Compared with local government borrowing, central government borrowing plays
a greater role in a unified national market. It lowers financing costs and reduces the likelihood of crowding out
private investment. Optimizing the structure of China's central and local government debt is therefore a critical task.
Actions should be taken to increase the issuance of central government debt, control the scale of local borrowing, and
rationally apply funds raised from the issuing of treasury bonds.
Keywords Debt Structure, Debt Risk, Economic Growth
JEL Classification H63 H74 HSI
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