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Thelegal reconstruction of the responsibility by
local governmentsin dealing with problematic financial institutions

LIU Zhiwei, WANG Yifan

(Financial Innovation and Legal Research Center, Southwest University of Political Science and Law,
Chongqing 401120, China;
Civil, Commercial and Economic Law School, China University of Political Science and Law,
Beijing 100088, China)

Abstract: The responsibilities of local governments in dealing with problematic financial institutions have
shifted from an “in-name-only” auxiliary role to a “substantive” local-risk-management responsibility. The
gradual confirmation of this by legal norms stems from the triple functional assumptions of motivating local
governments to act proactively, preventing the spillover and transformation of financial risks, and curbing
improper local government intervention. However, in practice, the fulfillment of local risk management
responsibilities has deviated, with the three functional assumptions respectively transforming into
overstepping of actions, rigid stability maintenance, and rewarding of intervention. Judging from the internal
composition of responsibilities, this is rooted in the overloading of risk burden in decision-making
responsibilities, the ambiguity of the scope and boundaries of execution responsibilities, and the imbalance
of two-way constraints in supervisory responsibilities. To address this, it is necessary to maintain local risk
management responsibilities based on complete local management to shape the external form of
responsibilities, and to anchor decision-making, execution, and supervisory responsibilities with coordinated
planning as the core to achieve the reconstruction of the internal attributes of responsibilities.
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(445 7RE]



