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A Study on the Fiscal Sustainability of Four Provinces
and Cities in Southwest China from the Perspective of Local Debt.

Co-integration Test Based on Panel Data
LI Yan, CHEN Jinhuang

(School of Finance and Tax, Central University of Finance and Economics, Beijing 100081, China)

Abstract: With the rapid development of economy and society, the scale of local government debt has also increased rapidly,
which has aroused social concern about local debt risk and fiscal sustainability. In order to analyze the influence of local gov-
ernment debt on the fiscal operation of Southwest China, this paper selects the relevant indicators to carry out horizontal com-
parison, and makes an empirical analysis on the panel data of the fiscal operation of the provinces and cities in Southwest Chi-
na. The results show that there is a weak sustainability in the fiscal operation of the provinces and cities in the southwest. Al-
though the local debt has not yet had a significant adverse impact on the fiscal operation, the weak fiscal sustainability indi-
cates that there is a certain risk in the fiscal operation of the region, so the government should pay attention to prevention. This
paper also puts forward measures to strengthen the control and management of new debt and stock debt, improve the efficiency
of fiscal operation and the transparency of fiscal operation, establish a scientific fiscal management system, and improve the fi-
nancial risk identification and management capacity and other countermeasures to realize the sustainable development of fi-
nance.

Key Words: Southwest China; local debt; fiscal sustainability; fiscal supervision; national governance; fiscal rules; financial

debt; fiscal revenue; government debt; local public finance; municipal finance
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