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On Debt Risk Measure of Local Government
and Countermeasures to Prevent and Resolve

LIU Wen-chao's, MA Wei', XU Tuan’

1. School of Business, Chongging College of Humanity , Science and Technology ., Chongqing 401524, China ;
2. Department of Economics, Sichuan Jianhua Vocational College, Nanchong Sichuan 637000 . China

Abstract: The debt risk of local government has been a serious problem currently. In this paper recommen-
dations have been made to government to prevent the risk and help to government risk management. In or-
der to prevent the risk, the background and main reasons of the risk have been analyzed. We've collected
the data from all provinces, use the Chongqing municipality as example, and try to measure the index of it.
We use the KMV model to calculate the debt scale, and put forward some countermeasures to prevent and
resolve the local debt problem. We also suggest establishing a local debt warning system with artificial in-
telligence or expert system. The government should accelerate the companies’ transformation of financing
platform, regulate the government’s disguised illegal borrowing behavior, Strict liability investigation, and
Restraining new invisible debt increment.

Key words: local government; measure of debt risk; KMV model; countermeasure
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