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2 2019
Fig. 2 China’s local government debt-to-GDP ratio at the end of 2019
3
Fig. 3 Actual new debt-+0-GDP ratio and predicting results
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Table 1 Descriptive statistics of variables
imdebttogdp 330 0.376 0.239 0.043 1.352
debttogdp 330 0.418 0.273 0.045 1.752
imdebtratio 330 1.275 0.700 0.199 3.335
debtratio 330 1.407 0.771 0.217 3.698
Spread 2717 2.520 0.964 0.378 5.373
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1
Table 1 Continues
FR 330 8.530 0.592 7.058 9.546
S 330 0.033 0.012 0.012 0. 060
Growth 330 0.476 0.127 0.118 0.770
2015 Lyis 330 0.455 0.499 0 1
( ) In restrict 330 8.628 0.985 7.601 10.329
transparency 330 38.662 7.406 25.913 53.43
DB 2717 0.862 0.345 0 1
PublicIncome 2717 5.714 1.214 2.448 8.801
urbanization 330 0.564 0.127 0.299 0.896
constraint 330 2.507 1.075 1.089 7.607
decentralization 330 6.497 2.777 2.679 14.877
intervation 330 0.243 0.102 0.096 0.628
GDP( ) In pGDP 330 10.707 0.494 9.303 12.009
revenue 330 0.130 0.115 -0.334 0.566
Bondrate 2717 1.693 0.776 0 3
( ) In Scale 2717 2.342 0.570 0.336 4.605
( ) In Period 2717 1.843 0.205 1.609 2.302
Level 2717 0.421 0.494 0 1
Rate 2717 1.473 0.809 0 3
GDP( ) In pGDP2 2717 10.98 0.515 9.529 12.007
CPI CPI 2717 2.039 0.659 -2.6 4.3
CDP RealEstate 21717 15.402 8.020 1.598 52.992
4 2015 2015 6000
2019 30 800 2015 5.13
4.1
2015
(3) 2009 —2019
30 N 330 2016 ( 2017
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Table 2 The impact of relaxation of bond issuance rights

on local government debt-to-GDP ratio

3

Table 3 The impact of relaxation of bond issuance rights

on local government implicit debt-to-GDP ratio

(1) (2) (3)
-0.170***
FR X Iy
( -2.96)
-0.168**
FR x Iyy6
( -2.76)
} -0.160**
FR x 14
( -2.45)
o 2.602 % 2.506*** 2.499 %%
urbanization
(7.05) (6.17) (5.67)
) -0.018 -0.046 -0.048
constraint
(-0.41) ( -0.90) ( -0.95)
o —-0.040** —-0.043** —-0.045**
decentralization
(-2.39) (-2.41) (-2.29)
) ) 1.3737%* 1.5427% 1.7187%*
intervention
(2.69) (2.87) (3.00)
0.198" 0.219" 0.241"
In pGDP
(1.78) (1.82) (1.89)
-0.086 -0.148 -0.227**
revenue
( -0.85) (—1.48) (-2.15)
—3.253%% | —3.3537%F% | —3,5837*
_cons
( =2.90) (-2.84) (-2.91)
N 330 330 330
N 10% ~ 5%~ 1%
3(1)
1.
2016 ( 2017 )

(1) (2) (3)
-0.137**
FR x Iy5
(-2.72)
-0.131**
FR x Ly6
( -2.45)
] -0.118**
FR x Ly,
( -2.06)
o 2,617 | 2.545%F% | 2.548*%F
urbanization
(6.86) (6.15) (5.75)
) 0.001 -0.022 -0.023
constraint
(0.03) ( -0.47) ( -0.51)
-0.031" -0.035" -0.037"
decentralization
(-1.97) ( -2.04) ( -1.99)
) , 0.980" 1.145** 1.321**
wntervention
(1.97) (2.25) (2.45)
0.209" 0.229" 0.2517
In pGDP
(1.79) (1.85) (1.94)
-0.074 -0.128 -0.192"
revenue
(-0.77) (-1.33) ( -1.93)
—3.394 %% | _3.5147% | —3.746**
_cons
(-2.77) (-2.77) (-2.87)
N 330 330 330
NN 10% < 5% ~ 1%
6@« »”
“
“ »
[13 ”»
“ 7 2014
(3)
risk, = o, FR; X Ly + a,CT; X Ly, + (8)

B Control, +v, +v, + &,
CT, i 2013

[ ”

v Do 2014 ¢

2014

(3)

”»

1
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Table 4 Analysis of policy effects after considering other policies
(1) (2) 5
Table 5 Parallel trend tests
-0.151* -0.114**
FR % Ly (1) (2)
(-2.38) (-2.08)
-0.306" -0.378**
CT x Ly, FRxT -0.022 -0.021
(-1.77) (-2.37) e ( -1.29) ( ~1.29)
2.4517%% 2.4307%F
urbanization FRXT. -0.029 -0.028
(7.35) (7.34) o ( -1.01) (-1.03)
-0.016 0.004
constraint FRXT -0.037 -0.039
(-0.36) (0.10) 2012 ( ~0.96) ( ~1.06)
-0.039** -0.030"
decentralization FRXT -0.065 -0.062
(-2.27) (-1.86) 2013 ( —1.45) ( -1.43)
1.3127%* 0.904"
intervention FRXT -0.087 -0.076
(2.55) (1.82) o ( -1.53) (-1.37)
0.206" 0.219" o
g -0.122 -0.106
n pCDP 3 1 FR X Toys
(1.83) (1.87) ( -2.09) (-1.87)
-0.077 -0.064 B x
revenue CTx1 -0.238 -0.253
(-0.79) ( -0.68) 2014 (-1.75) (_1.98)
1.485%* 1.518**
urbanization
(2.48) (2.54)
—3.262*** — 3,405 ~0.052 ~0.038
_cons . . .
( _2.90) ( —2.82) constraint ( _1.09) ( _0‘88)
N 330 330 -0.022 -0.021
E sk ek decentralization
NN 10% ~ 5% « 1% (-1.17) (-1.13)
) ) 1.046 0.802
intervention
(1.25) (0.95)
0.227 0.226
In pGDP
63 (1.14) (1.11)
-0.111 -0.096
revenue
(-1.25) (-1.12)
2015
risk, = z aXFR, xT,, +
year =2009 i
BCT; X Ly, +y Control;, + ~2.910 ~2.912
_cons
v, +v, + &, (9) ( -1.54) ( -1.51)
T, year N 210 210
1 0; (8) e e 10% « 5% 1%
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”» 2013 113
” 2011 2014
6
2013 FR, X Ly,
CT; X Ly
6
Table 6 Placebo tests
(1) (2)
-0.026 -0.020
FR x I3
( -1.43) (-1.14)
) -0.107 -0.122
CT X L3
(-1.27) (-1.42)
2.055** 2.034**
urbanization
(2.52) (2.46)
) —0. 111 % —-0.089 **
constraint
(-3.28) (-2.74)
-0.025 -0.020
decentralization
( -0.80) ( -0.66)
) ) 0.599 0.535
intervention
(0.47) (0.43)
0.190 0.182
In pGDP
(0.75) (0.71)
-0.108 -0.101
revenue
( —=1.50) ( -1.40)
-2.510 -2.499
_cons
( -0.98) (-0.97)
N 120 120

.k Kk kkk
~

4.2

10% ~ 5% ~ 1%

7

1%

(2) )

Table 7 Tests of the existence of invisible guarantee

of quasi-municipal bonds

(1) (2)
Spread Spread
-0.016
DB
( -0.30)
—0.463*** -0.636***
Publiclncome
(-3.27) ( -4.01)
-0.190*** 0.003
Bondrate
( -5.20) (0.04)
0.039" 0.077
In Scale
(1.70) (3.13)
0.189*** 0.200 %
In Period
(3.35) (3.38)
1.4187** 1.6767%
Level
(3.83) (3.96)
—-0.259*** —0.439 %
Rate
( -6.68) ( -6.61)
-0.265 -0.074
In pGDP2
(-1.22) ( -0.31)
-0.006 -0.011
CPI2
(-0.24) (-0.41)
0.004 0.002
RealEstate
(0.79) (0.48)
8.032 %" 6.595 ***
_cons
(3.57) (2.65)
N 2717 2 343
SN 10% « 5%« 1%
(5) (6)
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Table 8 Tests on the impact of relaxation of bond issuance rights on the issuance of quasi-municipal bonds
(1) (2) (3) (4) (5) (6)
Spread Spread Spread Spread Spread Spread
0.387 *** 0.404 *** 0.345*** 0.358***
DB x Iy
(5.33) (6.33) (4.76) (5.59)
. 0.103 *** 0.101 *** 0.116*** 0. 115***
PublicIncome x L5
(4.50) (4.92) (5.50) (6.11)
—-1.119** -1.2197 —-1.66277*
Lois
( -15.00) ( -8.26) (-11.61)
DB -0.170** -0.180*** -0.180™* -0.185***
(-2.45) (-2.92) ( -2.65) (-3.01)
—1.729 % -0.799 *** -1.508 *** -0. 664
PublicIncome
( -10.28) (-5.02) (-9.89) (-4.71)
-0.132%* -0. 158 -0.035 -0.045 -0.155™** -0.180***
Bondrate
( -3.06) (—4.26) ( -0.48) (-0.68) (-3.62) (-4.79)
0.036 0.043" 0.069™* 0.074™* 0.040 0.045 ™
In Scale
(1.36) (1.88) (2.48) (3.04) (1.54) (2.00)
0.148** 0.201 *** 0.180*** 0.205*** 0.159** 0.205***
In Period
(2.34) (3.55) (2.75) (3.48) (2.55) (3.63)
e 1.026 %% 0.403" 4.216*** 1.9527%** 3.840 % 1.693***
evel
(3.95) (1.90) (9.57) (4.73) (9.93) (4.78)
R -0.3137 -0.288 %" —0.394 7 -0.393*** -0.293 7 -0.271**
ate
( -6.84) (-7.32) (-5.34) (-5.77) (-6.48) (-6.84)
-1.108 ™ —-0.483** 0.106 -0.148 -0.069 -0.310
In pGDP2
(-6.89) (-2.27) (0.52) (-0.63) (-0.37) (-1.47)
cPD -0.132% -0.006 -0.1707* -0.016 -0.1727 -0.016
(-5.13) (-0.25) (-6.38) ( -0.60) ( -6.81) (-0.62)
-0.019*** 0.000 -0.003 0.003 -0.001 0.005
RealEstate
(-3.33) (0.02) (-0.42) (0.63) (-0.23) (1.11)
15.560 *** 8.620 %% 9.550*** 8.191 % 10. 766 *** 9.651***
_cons
(8.69) (3.69) (5.00) (3.31) (6.01) (4.38)
N 21717 2717 2343 2343 2717 2717

NN ek 10% ~ 5% < 1%
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9
2012 _ Table 9 Robustness tests on the impact of relaxation of bond issuance
2014 2015 rights on the issuance of quasi-municipal bonds
225 (D
2014 43 Spread
*x
P x I x PublicIncome 0.156
43 (2.40)
1 I x Publiclncome (Ol (:.535)
*%
“ 7 @ I x PublicIncome ~0.074
( -2.10)
st 5 Jlest -0.997 **
os s . ' ' -2.44
Spread,;, = a, 17" x I x PublicIncome, + (_0 0492
’ PublicIncome .
a, """ x Publiclncome, + o1 x (0_;"?2*
. pOS tes. ]])()S[ —VU.
Publiclncome,, + o, I "™ x I + ! ( -3.69)
; pos . os 0.319
asl ™ +og I ™" +o, Publiclncome,, + I (1.42)
. *%
B Control,ﬂ &y ( 10) Bondrate -0.149
test (-2.10)
Lesi . =
]i ! In Scale 0( ;)7373)
. qpost e
! 0: 1 : 0. 462 %
In Period
1 0; (5.55)
-0.090
3 Level ( ~1.60)
*kk
3 Rate -0.362
( -4.95)
; (4) . I CDP2 ~0.068
n pG.
post test ( -1. 53)
9 17 < I x 0002
r é“@ ”» CPI2
PublicIncome, ( -0.09)
-0.003
RealEstate ( ~1.41)
3.960 ***
_cons
(8.24)
N 1216
NN 10% + 5%~ 1%
4.3 .
FR, x L5 X transparency;
3
(7)
10

@ 2014 « ”
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10
Table 10 Heterogeneity tests based on financial transparency 5
(1) (2)
0.010*** 0.009 ***
FR x I,y5 X transparency
(3.09) (3.03)
1) :2) :
-0.561*" -0.4717
FR XI5 3)
(—4.26) ( —4.40)
_ ' 5.1
I xt —0.094*** -0.080 """
s X transparency
o (-3.19) (-3.13) 5. 1.1
o 2.525*** 2.550 %%
urbanization
(6.45) (6.60)
) 0.008 0.023
constraint
(0.21) (0.64)
-0.038™** -0.029* 11 11
decentralization
(-2.81) (-2.23) (1) ~ 11 (2) S xIys 1 (5 -
‘ ‘ 1.613 1.187** 11 (6)  Growth, X I,
intervention
(3.40) (2.58)
0.232** 0.238**
In pGDP
(2.24) (2.12) 1 (3 . 11
-0.048 -0.042
revenue ( 4) N 11 ( 7) N 11 ( 8)
( —0.46) (-0.42)
-3.698 %" -3.7747
_cons
(-3.61) (-3.27)
N 330 330
N 10% < 5% + 1%
11
Table 11 Robustness tests after changing variable of policy influence degree
(1) (2) (3) (4) (5) (6) (7) (8)
S X L5 X 0.472" 0.452%*
transparency (1.83) (2.14)
, —6.34177 | =5.401 *** | -23.889** | -22.216**
S X Iy
(=3.10) | ( =2.76) | ( -2.28) | ( -2.65)
-0.021" | -0.020**
L5 X transparency
(-2.04) | ( -2.43)
Growth x L5 x 0.072** 0.063**
transparency (2.30) (2.62)
. —0.655™ | —0.597 7% | —3.219"** | —2.846***
Growth x Iy,s
(-2.82) (-3.14) (-2.84) (-3.32)
-0.039"* | —0.034***
Ly,5 X transparency
( -2.66) (-3.16)
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Table 11 Continues
(1) (2) (3) (4) (5) (6) (7) (8)
L. 3.10277% | 3.0387% | 2.9237FF | 2,874 | 2.4807%F | 2.4937* 2.110%% | 2,170
urbanization
(7.05) (7.01) (6.00) (6.28) (6.34) (7.12) (5.04) (6.21)
. -0.050 -0.024 -0.026 -0.003 -0.072 -0.043 -0.050 -0.024
constraint
(-0.94) | (-0.50) | ( -0.62) | ( -0.06) | ( —1.47) (-1.01) (-1.44) (-0.77)
o —0.056™* | -0.043" —0.056** | —0.043** | -0.047" -0.034 -0.053*" | -0.039**
decentralization
(=-2.16) | ( —-1.93) | ( -2.47) | ( -2.23) | ( -1.98) (-1.69) ( -2.75) ( -2.45)
. . 2.066 % 1.509** 2.3187%% | 1.733% | 2,364 *** 1.744 % 2.604 %% 1.9507**
ntervention
(3.09) (2.58) (3.67) (3.23) (3.36) (2.92) (4.43) (3.95)
I oGDP 0.296** | 0.285** | 0.309™* | 0.299** 0.306" 0.291" 0.270" 0.260**
n
r (2.15) (2.29) (2.62) (2.73) (1.79) (1.94) (1.92) (2.05)
-0.139 -0.110 -0.098 -0.073 -0.230*" | -0.185*" | -0.219*" | -0.176**
revenue
(-1.32) | (-1.08) | ( -0.89) | (-0.70) | ( -2.72) ( -2.20) ( -2.60) (-2.09)
—4. 4757 | —4.3587F | —4,64677F | —4.5297F | —4.2957F | —4.1707F | -3.8337F | —3.766***
cons
- (=-3.45) | ( -3.60) | ( —4.26) | ( -4.40) | ( -2.43) (-2.67) (-2.71) (-2.95)
N 330 330 330 330 330 330 330 330
I 10% - 5%« 1%
5.1.2 In restrict,
2015 ( Lo ) 1. 12 (3)

( In restrict, )

12 (4)

FR; x In restrict, x transparency,

12
12 (1) . 12 (2) FR,
12
Table 12 Robustness tests after changing explanatory variable
(1) (2) (3) (4)
) 0.007 *** 0.006 ***
FR X In restrict x transparency
(3.74) (4.01)
-0.096 *** -0.074** -0.341% -0.287 ***
FR x In restrict
(-2.78) (—2.45) (-4.78) (-5.29)
-0.059 *** -0.051***
In restrict x transparency
(-3.84) (-4.13)
2.491 *** 2.535%% 2.311% 2.375 %%
urbanization
(6.55) (6.48) (5.80) (6.03)
) -0.010 0. 006 0.020 0.032
constraint
(-0.24) (0.16) (0.62) (1.00)
o -0.039** -0.032** -0.037 % -0.029**
decentralization
(-2.51) (-2.05) (-3.05) (-2.38)
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Table 12 Continues
(1) (2) (3) (4)
) ) 1.199** 0.889" 1.526*** 1.178**
intervention
(2.31) (1.71) (3.20) (2.47)
0.203" 0.218" 0.263** 0.270**
In pGDP
(1.78) (1.82) (2.48) (2.36)
-0.083 -0.079 -0.027 -0.029
revenue
(-0.81) ( -0.80) (-0.26) ( -0.30)
2.975 1.354 19.003 *** 15.321 %
_cons
(1.19) (0.59) (3.88) (4.02)
N 330 330 330 330
NN 10% « 5% < 1%
5.1.3
2014
( PublicIncome;) 2014
. (¢zz1)
13
() . 13 (2)
4 15 (1) . 14 15 (2)
PublicIncome, CZZ],
13 (3) . 13 (4) CZZT; X s 14 15 (3) . 14
2015 15 (4) PublicIncome; x I;s
CZZ]; X Ly;s
13 (1)
Table 13 Robustness tests on the impact of relaxation of bond issuance rights on issuance of quasi-municipal bonds ( 1)
(1) (2) (3) (4)
Spread Spread Spread Spread
0.379***
DB x @5
(5.95)
§ 0.004 *** 0. 005 ***
CZZ] x Ly
(3.61) (4.72)
-0.012 -0.188 %
DB
( -0.23) (-3.07)
-0.011 7" -0.015 " -0.015™* -0.0127*
Czz]
(-3.31) (-3.84) (-4.13) (-3.51)
-0.189 " -0.010 -0.044 -0.176 ™
Bondrate
(-5.18) (-0.16) ( -0.66) ( —4.70)
0.037 0.075*** 0.072*** 0.042"
In Scale
(1.59) (3.06) (2.95) (1.86)
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Table 13 Continues
(1) (2) (3) (4)
Spread Spread Spread Spread
. 0.192*** 0. 198 *** 0. 199 *** 0.205 ***
In Period
(3.40) (3.34) (3.37) (3.63)
Level 0.893*** 0.886*** 0.839*** 0.748***
Leve
(3.31) (2.80) (2.75) (2.94)
Rat -0.260*** -0.426*** -0.393*** -0.273***
ate
( -6.70) (-6.47) (-5.79) ( -6.88)
-0.357" -0.203 -0.221 -0.384"
In pGDP2 0.357 0.38
( -1.68) ( -0.86) (-0.93) (-1.81)
-0.010 -0.014 -0.020 -0.022
CcPR2
(-0.37) ( -0.50) (-0.74) ( -0.85)
0.000 -0.003 -0.002 0.001
RealEstate
(0.01) ( -0.50) (-0.47) (0.13)
7.599 *** 6.006 ** 6.316*F 8. 189 ***
cons
B (3.28) (2.32) (2.44) (3.54)
N 2717 2343 2343 2717
R S 10% + 5%« 1%
14 (2)
Table 14 Robustness tests on the impact of relaxation of bond issuance rights on issuance of quasi-municipal bonds ( 2)
(1) (2) (3) (4)
Spread Spread Spread Spread
*kk
DB x Iy s 0.357
(5.60)
*kk *kk
Publiclncome; X I,y;s 0.092 0.106
(4.44) (5.65)
-0.045 - ek
DB 0. 181
( -0.88) (-2.94)
kKK *K
PublicIncome; —0.046 ~0.043
((—2.86) ((-2.53)
-0.241** -0.062 -0.048 -0.1787
Bondrate
(=7.15) (-1.21) (-0.71) ((-4.75)
§ 0.050** 0.084*** 0.069 *** 0.039"
In Scale
(2.33) (3.80) (2.81) (1.73)
. 0.175*** 0. 170 *** 0.202 *** 0.207 ***
In Period
(3.05) (2.83) (3.43) (3.66)
-0.060 -0.061 0.290 0.308
Level
(-1.61) (-1.55) (1.18) (1.54)
Rat -0.245*** -0.385"" -0.388 7" -0.2717
ate
((—6.90) (-7.22) ((—5.66) ((—6.83)
*kk Kkk * *xk
In pGDP2 0.094 0.120 0.434 0.568
(-3.01) ((-3.60) ((-1.86) ((-2.70)
-0.008 -0.016 -0.013 -0.015
CPI2
(-0.42) (-0.78) (—0.48) (_=0.56)
0.000 0.000 -0.002 0.000
RealEstate
(0.06) (0.09) ( —0.46) (0.07)
5.070*** 5,162 7.930*** 9.662***
cons
- (15.71) (15.49) (3.10) (4.19)
N 2717 2343 2 343 2717

Kk kkk

10% ~ 5% ~ 1%
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Table 15 Robustness tests on the impact of relaxation of bond issuance rights on issuance of quasi-municipal bonds ( 3)
(1) (2) (3) (4)
Spread Spread Spread Spread
KKk
DB x Iy 5 0.381
(6.00)
KKk KKk
CZZ], % Iyys 0.005 0.005
(4.30) (5.30)
-0.049 _ sohek
DB 0.195
(-0.96) (-3.18)
Kkk **
c77], -0.003 -0.003
(-2.93) (-2.43)
-0.24377 -0.064 -0.045 -0.178 %
Bondrate
(-7.22) (-1.25) (-0.67) (-4.77)
§ 0.043** 0.077 *** 0.069 *** 0.041"
In Scale
(2.01) (3.47) (2.83) (1.79)
. 0.185*** 0. 1827*** 0. 199 *** 0.204 ***
In Period
(3.26) (3.07) (3.38) (3.62)
-0.113™ -0.108* 0.266 0.292
Level
( -3.26) (-2.97) (1.006) (1.44)
Rat -0.246 7" -0.387 -0.390 " -0.269 "
ate
(-6.94) (-7.29) (-5.69) ( -6.80)
-0.012 -0.050 -0.338 -0. o
In pGDP2 0.474
(-0.24) ( -0.90) (-1.44) (-2.24)
-0.006 -0.014 -0.016 -0.019
CPI2
(-0.31) (-0.69) ( -0.60) (-0.74)
0.002 0.002 -0.002 0.000
RealEstate
(1.14) (1.00) ( -0.50) (0.05)
4. 147 4.355** 6.888*** 8. 654 %
cons
- (8.14) (8.06) (2.67) (3.73)
N 2717 2343 2343 2717
o e 10% ~ 5% « 1%
5.2
16 (3) ~ 16 (4)
16 (7)) ~ 16 (8)
17
(3) (7)
16
2 FR, x
In restrict,  FR; x Ly 10
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Table 16 The impact of relaxation of bond issuance rights on local government debt ratio
m [ o [ 3 [ @ (55 | (6 (n [ (8
*k *k
FR x In restrict -0.135 -0.110
( -2.57) (-2.07)
*%k *
FR % Ly s ~0.234 ~0.196
2015 ( -2.42) ( -2.01)
*% *
FR x Ly, ~0.226 ~0.184
(-2.47) (-1.97)
*k *
FR X L, -0.221 -0.175
(=2.55) ((-1.98)
iy 8.034™ | 8.195%* | 8.070* [ 8.052%* | 8.267** | 8.304%* | 8.296*** [ 8.288***
urbanization
(5.84) (5.84) (5.60) (5.48) (6.12) (6.14) (5.90) (5.78)
constraint 0.192 0.179 0.140 0.138 0.239** 0.230" 0.197 0.195
o (1.68) (1.50) (1.14) (1.14) (2.11) (1.97) (1.66) (1.64)
locentralisati -0.077" -0.080" -0.085" -0.085" -0.056 -0.057 -0.063 -0.064
aecentratization
(-1.73) | (=1.80) | (=1.91) | ( -1.85) | (=1.20) | (=1.22) | ( =1.33) | ( =1.32)
o ormention —2.934% | —2.642" | -2.372° 2,172 | =3.310%F | —3.112* | -2.854** | -2.657"
T (-2.12) | (-1.91) | (-1.74) | (-1.62) | ((-2.37) | ((-2.24) | (=2.11) | ( -1.99)
I CDP 0.051 0.049 0.083 0.108 0.145 0.139 0.171 0.195
! (0.14) (0.13) (0.22) (0.29) (0.39) (0.37) (0.46) (0.51)
— -0.595" | -0.606" | -0.695"" | —0.800™* | -0.526 -0.528 | -0.607" | -0.695"
’ (-1.89) | (-1.89) | (-2.23) | (-2.55) | (=1.66) | (( =1.65) | ( —=1.95) | ( -2.24)
, 5.156 ~3.683 ~3.870 ~4.131 2.274 ~4.885 ~5.085 -5.343
—eons (1.05) | (=1.04) | (=1.10) | ( —1.16) | (0.45) | ( -1.35) | (-1.41) | ( -1.47)
N 330 330 330 330 330 330 330 330
BN 10% « 5% « 1%
17
Table 17 Robustness tests based on financial transparency
(1) \ (2) (3) \ (4)
0.016" 0.014"
FR x 1 X trans ;
2015 X transparency (1.90) (1.81)
, —0.808 *** -0.679**
FR x L5
(-2.82) ( -2.59)
L,y15 X transparency -0.135° -0.118°
’ ( =1.90) ( -1.78)
. 0.010** 0.009 **
FR x In restrict X transparency
(2.37) (2.32)
*kk *kk
FR x In restrict _(0_42924) _(0_22022)
In restrict X transparency ~0.083™ ~0.075™
e sparency (-2.36) ((-2.28)
iy 6.741 % 6.565 *** 6.269 *** 6. 133 ***
urbanlzatwn
(4.13) (4.11) (4.30) (4.23)
. 0.3427** 0.349** 0.247" 0.252"
constraint
(2.32) (2.41) (1.94) (2.00)
iy -0.138 % ~0. 135 ~0.124%* -0.123%*
decentralization
( -2.98) (-2.94) (-2.45) ( —2.45)
— -0.505 -0.739 ~0.193 ~0.294
wntervention ( -0.38) ( -0.56) ( -0.15) ( -0.22)
*% *% *% *%
In pGDP 0.856 0. 867 0. 880 0.906
(2.22) (2.29) (2.48) (2.57)
y ~0.402 -0.392 -0.245 ~0.247
revenue ( -1.66) (-1.67) ( -1.16) ( —1.20)
—11.771 %% 20.200 ** —11.676%* 15.417
cons
- ( -3.06) (2.12) ( -3.35) (1.76)
N 330 330 330 330

*kk

10% ~ 5%

1%
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Table 18 Regional heterogeneity tests
(1) (2) (3)
0.092
FR x 12015 X [lm
(0.78)
-0.205" -0.067 ** -0.237**
FR x L5
( -1.80) ((-2.64) (-2.82)
-0.842
Lois X1,y
( -0.83)
2.615**F 2.124 % 2.165**
urbanization
(5.83) (6.39) (2.28)
) -0.038 0.041 -0.017
constraint
(-0.87) (0.40) (-0.32)
-0.034" -0.020" -0.044"
decentralization
((-1.94) ( =2.15) (-1.82)
. ) 1.2227*F 1.004** 1.157
intervention
(2.31) (2.79) (1.67)
0.153 0.012 0.251
In pGDP
(1.42) (0.09) (1.13)
-0.090 -0.070 -0.133
revenue
(-0.91) (-0.72) (-0.95)
-2.741%* -1.474 -3.321
_cons
((-2.43) (-0.91) ( -1.53)
N 330 121 209
BN 10% « 5%~ 1%
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Can relaxation of bond issuance rights ease the risk of local public debt?

LIU Lan-biao CHEN Chen. WANG Bo’
School of Finance Nankai University Tianjin 300350 China

Abstract: In order to prevent and resolve the risk of local public debt China has deeply promoted reforms in
the issuance and management of municipal bonds. In 2015 the “self«+epayment” policy on municipal bonds
was implemented nationwide and since then the rights of local governments to issue municipal bonds have
been substantially relaxed. To evaluate the actual effect of this policy based on the data of 30 provinces in
China from 2009 to 2019 this paper investigates the impact of relaxation of bond issuance rights on the risk of
local public debt by using machine learning and generalized difference-in-differences methods. Based on the
micro data on the issuance of quasi-municipal bonds from 2012 to 2017 this paper further analyzes the impact
of policy implementation on the implicit debt and its issuers. The empirical results show that from the perspec—
tive of provinces the relaxation of local governments’ bond issuance rights is generally beneficial to alleviate
local public debt risk but the alleviation degree is heterogeneous among local governments with different fiscal
transparency. From the micro perspective of the issuance of quasi-municipal bonds the invisible guarantee of
quasi-municipal bonds has weakened after the implementation of the policy and the issuance of quasi-munici—
pal bonds has become more market-oriented. This study is helpful for policy-makers to evaluate the actual poli-
cy effect of relaxing the bond issuance rights for local government and for promoting reforms in the issuance
and management of municipal bonds.

Key words: the risk of local public debt; implicit debt; bond issuance rights; selfrepayment



