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Transition in fiscal system
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Figure 1 Central government revenue was crowded out by local government: -
in late 1980s and the beginning of 1990s -
Source: China’s National Bureau of Statistics and WIND data, 2017. -
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Transition in fiscal system
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Figure 1 Central government revenue was crowded out by local government: -
in late 1980s and the beginning of 1990s -
Source: China’s National Bureau of Statistics and WIND data, 2017. -
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2.2 Local government: with poor capacity to finance infrastructures
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Figure 1 Central government revenue was crowded out by local government: .
in late 1980s and the beginning of 1990s -
Source: China’s National Bureau of Statistics and WIND data, 2017. -

Institute of World Economics and Politics, CASS

90
85

1 Born in a transition economy

New budget

- law in 1994

75
70
65
60
55
50
45

40
1979 1982 1985 1988 1991 1994

= | ocal government revenue

1997 2000 2003 2006 2009 2012 2015
Local government expenditure

Figure 3: The mismatch between Local Government Revenue and Expenditure -

(In percent of general government revenue and expenditure, %)«

Sources: National Bureau of Statistics of China and WIND data, 2017. -
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Transition in banking system
2 2 policy bank business was separated from commercial banks in 1994

Commercial
banks
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More centralized?

I. Ashaper to itself:
reforms

Commercial
banks

Transition in banking system

1 Born in a transition economy

Transition in fiscal system

l. Ashaper to fiscal Sygteernqsz 1985 1083 1091 1094 1997 2000 2003 2006 2009 2012 2015

| Ocal government revenue === | ocal government expenditure

rebalancing

Figure 3: The mismatch between Local Government Revenue and Expenditure -
(In percent of general government revenue and expenditure, %) -
Sources: National Bureau of Statistics of China and WIND data, 2017. -
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Transition in fiscal system
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Figure 3: The mismatch between Local Government Revenue and Expenditure -
(In percent of general government revenue and expenditure, %) -
Sources: National Bureau of Statistics of China and WIND data, 2017. -
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2.1 CDB aborn bankrupt bank 1 total NPL ratio, 42.65%, in 1997

2 NPL ratio in coal industry, 75%, 1998

Commercial
banks

1 with bad debt

2 without any subsidiaries
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Figure 1 Central government revenue was crowded out by local government: .

Source: China’s National Bureau of Statistics and WIND data, 2017. -
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wo problems:
1 project based financing

2 in 1995, the Law of Guarantee was published. CICs
city investment companies
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2.3 Central government: excessive intervention to CDB

CDBOs bal ance sheet

assets liabilities

proj ect s *Bonds
PBoCf orced CDBOSs

* CDBOs

were defined by the SPC bonds

(State Planning Commission)
which is the predecessor to NDRC

other commercial banks via
administrative command
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Crisis in 1998
Central Government Capital outflow

The whole picture
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3 An amazing turnaround
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