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A Study on the Dynamic Standards of the Local Government Debt Burden Rate from
the Perspective of Economic Growth: A Nonlinear Data Panel Model Based on

the Data in Y Province of Western China

MIAO Xiao-lin, GAO Yue-guang
( Ceter for Advanced Study of Public Policy, Yunnan University of Finance and Economics, Kunming 650221, China )

Abstract; The government debt burden rate standard is not fixed and mainly depends on debt’s marginal social benefits
being equal to its marginal social costs. If its marginal social costs decrease or its marginal social benefits increase, the stand-
ard of debt burden rate will increase. On the contrary, it will decline. This paper puts the local government debt in the relation
framework of the fiscal expenditure and the economic growth and conducts an empirical research of 106 county-level areas in Y
province of western China. The findings indicate that the standards of debt burden rate correspondent to different time quantum
are different: 14.28% , 11.98% and 14. 16% for . 2005-2006, 2007-2008 , 2009-2010 respectively , The local governments
are also found to be competing with each other to raise loans beyond the fixed standard of debt burden rate, which results in
greater potential debt risks. Therefore, two problems need to be addressed to prevent the current local government debt risks:
one is to set a dynamic debt burden rate standard for debt risk monitoring and early warning according to the actual marginal
social costs and benefits of debt in different reagions; the other is, in solving the problem of a relatively high burden rate, the
emphasis should be shifted from resolving the debt conversion in quantitative terms to increase debt’s marginal social benefits
and reduce its marginal social cost in qualitative terms.

Key words: local government debt; dynamic debt burden rate standard; economic growth target
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