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Risk Management and Scale Control Of
Special-purpose Local Government Bonds

Li Yongyou (Wuhan University)

Abstract As an innovative fiscal regulation practice with distinctive Chinese characteristics, special-
purpose bonds have contributed significantly to China's high-quality development, especially in stabilizing
economic growth in recent years. To fully leverage the role of special bonds, both their limits, investment
projects and usage are constantly expanding. Given this situation, it is particularly important to coordinate de-
velopment and security and remain vigilant against potential risks with expanding special bonds. Two types
of risks may come with the expansion of special bonds; one is the payment risk of rapid scale growth, and the
other the risk of weakening the market's decisive role in resource allocation. To effectively prevent the risk of
special bonds expansion, China should promptly establish regulations governing the usage of special bonds
based on the current management framework, tighten the constraints on special bond rules, and set up a com-
prehensive mechanism for full process information disclosure and risk closed-loop accountability of special
bonds.

Key words special-purpose bonds; extreme scale; prudent scale
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