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Abstract 

The scale of local debt is highly correlated with the total amount of local economy. A 
reasonable and effective local government debt scale plays an important role in 
balancing local fiscal revenue and expenditure and stabilizing the sustainable 
development of local finance. Based on the connotation of local government debt and 
local economic development, this paper analyzes the dual effects of local government 
debt scale on local economic development, and then discusses how to control and utilize 
local government debt scale to promote the realization of economic development goals. 
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1. Introduction 

China's economy is in a stage of rapid development. The scale of local economic construction is 
constantly expanding, and the scale of government financing is gradually expanding. In order 
to increase capital investment in social infrastructure, the government raised construction 
funds by means of bank loans and bonds, thus forming local government debts. In order to 
coordinate the development of local economy, the scale of local government debt is constantly 
adjusted. The healthy and sustainable development of local economy will inevitably require the 
local government to regulate and control the debt scale reasonably and effectively. At present, 
the scale of local government debt in China is expanding, which is followed by the debt risk of 
local government finance. Therefore, how to correctly understand the relationship between the 
scale of local government debt and local economic development has a crucial impact on the 
sustained and healthy development of China's social economy. 

2. The theoretical connotation of local government debt and local 
economy 

2.1. Theoretical summary of local government debt 

Local government debt is the debt formed by the local government borrowing from the general 
public or foreign governments and other organizations as debtors at a certain time, and it is the 
sum of budget deficits caused by spending more than income. It can also be defined as debts 
borrowed by local governments in order to provide a more basic and public service level to the 
society and debts caused by providing guarantees to the outside world. Local governments can 
raise funds for local social development by borrowing money, which has the function of 
financing. When the government has funds, it can make effective allocation between the 
government and social enterprises, and play a role in optimizing the use of resources. Secondly, 
the local government can also use the borrowed funds to standardize and optimize the local tax 
system, so as to maintain a certain stability. 
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2.2. Theoretical summary of local economic development 

The process of continuous innovation and improvement of the economic and social structure 
of a country or region is not only the increase in quantity, but also the economic development 
that gives priority to quality. 

When measuring whether the economy is growing or growing with high quality, the economic 
growth rate is generally used as a tool. The economic growth rate, also known as the speed of 
economic growth, is an important indicator reflecting the degree of change of economic 
development level in a specific period. How to ensure sufficient investment is the key to achieve 
the goal of economic growth rate. Debt financing can pool scattered currencies, thus playing a 
greater role. This is not only the accumulation of monetary capital, but also the accumulation of 
construction time. If there is enough capital to operate, more construction and development 
time will be won. Of course, if the income of debt investment is less than the expenditure of debt 
investment, or the scale of debt investment is too large, then debt investment will hinder 
economic development. Therefore, we should pay attention to the investment efficiency of 
capital and control the scale of investment when using debt for investment development. 

3. Taking Anyang City as an example to analyze the dual effect of local 
government debt on economic development 

3.1. Economic development status and local government debt scale in Anyang 
City 

3.1.1. Economic situation 

In recent years, Anyang's economy has shown a steady progress, the total economic volume is 
in a state of continuous increase, and the economic operation is becoming more and more stable. 
The annual GDP is on the rise, the industrial structure has been optimized and upgraded, and 
the development quality has been steadily improved. Anyang City is constantly promoting the 
transformation and upgrading of the industry, accelerating the upgrading of the advantages of 
traditional industries such as steel and building materials, and improving the efficiency of 
financial services to the real economy by strengthening the financial security services. 

3.1.2. Debt situation 

In 2016, the new limit for foreign loans was 36.96 million yuan, an increase compared with the 
previous year; In 2017, the government debt limit was 2.279 billion yuan, which also increased 
compared with the previous year, and the growth rate increased significantly; In 2018, the new 
debt limit was 3.18 billion yuan, which was greatly increased compared with previous years; In 
2019, the bond demand of Anyang City was 5.71 billion yuan, and in 2020, it increased by 2.21 
billion yuan. On the whole, the debt scale of Anyang City in recent five years has shown a trend 
of continuous expansion. 

In recent years, Anyang City has continuously increased its support for the real economy, 
expanded effective investment and effective demand, and helped enterprises to raise funds, so 
as to play the role of enterprises' emergency working capital and reduce the government's debt 
repayment pressure. Strengthen precise policies to promote consumption upgrading, expand 
the supply of quality services through multiple channels, and implement the special additional 
deduction policy for personal income tax. It is precisely because Anyang has implemented these 
related measures for economic and social development and improvement of people's living 
conditions to increase its competitiveness, and the scale of government debt has been 
expanding constantly. Although Anyang's debt scale is still in a safe area, it is very likely that 
the government's repayment ability will be insufficient if it continues to expand. Once the 
government has a debt crisis, people will question the credibility of the local government, which 
will not only affect the economy, but also have a certain negative impact on local political and 
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social security. In addition, the utilization efficiency of some funds and resources in Anyang City 
is relatively poor, and more funds are spent on the placement of unemployed personnel in 
public institutions and state-owned enterprises, and even on the support of state-owned 
enterprises with low efficiency. The use of these funds can not fundamentally solve the problem, 
nor can it produce corresponding benefits, but also increase the pressure on the government to 
repay debts. There are also obvious defects in the debt repayment mechanism. Default is the 
biggest problem, and the budget originally used for other aspects has to be used for debt 
repayment. This part of the fund was made up by other parts, and the situation of dismantling 
the east wall to pay the west wall appeared, which seriously increased the financial burden of 
Anyang City Government. 

3.2. Local government debt promotes local economic development 

3.2.1. Improving the use efficiency of funds is conducive to the effective allocation of 
resources 

The government's debt financing flows the originally idle funds and changes the original 
resource allocation pattern. This is conducive to increasing the government's fiscal revenue in 
future years, putting more funds into social construction such as social security, community 
construction, industrial development and education, and is conducive to economic 
development. In 2016, Anyang City used debt funds to promote the "416" project, accelerating 
and expanding more effective investment, focusing on upgrading major local industries, 
focusing on optimizing service projects and transportation resources projects, and achieving a 
revenue of 10 billion yuan by the end of the year. Not only the economy has been increased, but 
also the industry has developed. The area of the central city has been expanded, and the per 
capita disposable income of residents has been increased, which has improved the overall level 
of Anyang society. 

3.2.2. Reduce the fiscal deficit and burden, balance revenue and expenditure 

Anyang municipal government has introduced some management experience, new ideas and 
advanced technology through loan project cooperation, which provides an opportunity for the 
development of enterprises and the improvement of management methods. The government 
transferred some financial expenditures such as guarantee and compensation provided to the 
outside to the fiscal budget, and replaced the fiscal expenditures in the government budget with 
implicit guarantee, which reduced the deficit and liabilities to a certain extent and stabilized 
the balance of government revenue and expenditure. These measures have a very important 
role in economic stability and economic transformation. 

3.2.3. On the whole, improve the living standard and quality of Anyang people 

In 2017, Anyang Municipal Government invested the debt funds into social insurance, rural land 
reform, cultural tourism, social subsidies, culture and education, etc. By the end of the year, the 
city's GDP reached more than 200 billion yuan, ranking eighth in the province together with the 
general public budget revenue. The per capita GDP has increased, and the total loan balance of 
financial institutions ranks 11th in the province, and the consumption level of residents has 
been greatly improved. 

3.3. The risk of local government debt has hindered the local economic 
development 

3.3.1. Reduce the efficiency of government macro-control and resource allocation 

A considerable part of the local government debt is due to the government through various 
financing channels to raise funds, resulting in increased debt, ultimately due to its own 
financing is not standardized. In order to pursue the local economic development, a large 
amount of funds will be invested in competitive and profit-making projects with higher income, 
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but some should have withdrawn from the market but did not. For example, the relatively 
unreasonable financial assistance provided by Anyang government to local Ancai Group is an 
example of inefficient allocation of government debt funds. In January 2008, Ancai Group 
declared bankruptcy. 

3.3.2. Irregular government debt may also cause financial crisis 

In 2018, the "shocking fund-raising case" pronounced by Anyang City involved more than 40 
billion yuan. This is not a small amount, and in the final analysis, the local government will be 
responsible for the financial loopholes. Most of the targets of illegal fund-raising are laid-off, 
retired, farmers, the elderly and other groups. Their income is not high, and the funds are 
difficult to recover, which has a very adverse impact on the financial market. A series of social 
problems caused by it are finally paid for by the public responsibilities of local governments, 
and this forced problem of government debt scale is likely to eventually evolve into a financial 
crisis. 

3.3.3. May affect political and social security 

In the process of borrowing money, Anyang municipal government often turns some explicit 
debts into implicit debts and transfers some debts to local banks, thus creating the illusion of 
economic prosperity. This is a very risky debt. Once a debt crisis occurs, it will easily spread to 
the government itself, which will not only cause financial difficulties, but also have a great 
negative impact on politics. 

4. Suggestions on local government debt risk control 

4.1. Adjust the distribution pattern of government financial system 

The excessive scale of government debt makes the local government finance wander on the 
edge of overload operation. Although the local government's fiscal revenue is limited, debt 
repayment is mandatory, so the government has to use the limited revenue to repay the debt. 
As a result, the funds invested in other areas for development will be relatively less, which 
seriously restricts the development of the region. We should adjust the distribution of local 
government financial system, form a scientific distribution pattern, and strengthen the financial 
strength by constantly improving the relevant payment system, so as to resolve the debt crisis. 

4.2. Enhance the confidence of the masses according to their own situation 

Unreasonable debt scale is very likely to lead to the government can not repay the debt in time, 
default on debt repayment will greatly affect the credibility of the government, reduce the 
public confidence in the government. Once the confidence is shaken, the development of 
government invested projects will face serious difficulties, and the management of the 
government will fall into crisis and may cause social unrest. Local governments can cultivate 
more economic sources to provide enough funds for their own debts and economic operation, 
and make plans for the future. According to the actual situation of the region, improving the 
efficiency of resource utilization and ensuring the normal and effective operation of financial 
funds, people's confidence in the government will naturally be stronger. 

4.3. Improve local legal system and standardize local financing platform 

The scale of local debt is directly proportional to the local financial risk, and the loan and 
financing behavior of banks account for a large proportion. The local government's various 
guarantees for these risks out of public responsibility constitute the government's implicit debt 
in disguise. The debt risk of local government increases, which greatly affects the development 
of local economy. Improve relevant laws, clearly control the scale of local government debt, 
guarantee on the premise of reasonable and legal debt, and prevent blind guarantee. At the 
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same time, we should strengthen the standardization of local financing platforms, curb their 
excessive growth and manage the problems of the platforms. 

5. Conclusions 

The development of local economy is bound to be inseparable from local government debt. We 
should not only affirm its positive role in economic development, but also avoid its adverse 
effects in economic development. Accurate judgment of debt risk and reasonable management 
and control of the scale of local government debt are conducive to regulating the local 
government's fiscal revenue and expenditure, resolving financial risks, and promoting the 
sustainable and healthy development of regional economy. 
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