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On the economic incentive of local officials and
the financing platform of local governments

WANG lJianfeng, GUO lJialiang
(School of Government, Peking University, Beijing 100871, China)

Abstract: Concerning the emergence of the financing platform of local government in large numbers and the rapid
expansion of local debt, most of the existing studies consider that two aspects of elements account for this phenomenon.
One is the asymmetry of the public finance system after the 1994’s tax system reform; the other is the promotion
tournament of local officials with regard to the assessment of local GDP. However, only these two aspects of factors are
not enough. We should also consider the economic incentive of local officials as an important explaining variable in the
formation of financing platform. Economic incentive includes the expansion of local government’s fiscal revenue as
well as the local officials’ personal profit through corruption, and the economic incentive of local officials has become
the important realistic motivation accounting for the emergence of the financing platform of local government in large
numbers and the rapid expansion of local debt.

Key Words: local government; financing platform; local debt; promotion tournament; political incentive; economic

incentive
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