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Research on Local Government Debt Risk in China

Xueyuan WANG, Yanyan WANG, Yue ZHAO, Yunhui ZHANG
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Abstract While local government debt has played a positive role in promoting economic development and
improving people’s livelihoods, its rapid expansion has also generated significant risks. In recent years, the debt

scale has continued to rise, reaching RMB 40.74 trillion by the end of 2023, with pronounced regional dis-
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parities. Within the debt structure, special-purpose bonds account for over 60 percent, implicit debt problems
remain prominent, and maturities exhibit irrational patterns. Some regions face heavy debt-servicing pressure,
the stability of repayment sources is weakening, and the efliciency of fund utilization needs to be improved.
The risks of local government debt in China are manifested in debt repayment, fiscal sustainability, finan-
cial contagion, and systemic vulnerabilities. The underlying causes include mismatches between fiscal rev-
enues and expenditure responsibilities, performance evaluation pressures and inter-local competition, reliance
on land finance and hidden borrowing, institutional deficiencies in debt management, and macroeconomic
shocks. Accordingly, this paper proposes countermeasures such as short-term debt swaps and restructuring,
medium-term regulation of borrowing mechanisms, and long-term promotion of economic transformation.
Keywords Public Infrastructure; Urban Economy; Suzhou; Singapore; Pearson Analysis
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