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Can Information Disclosure Restrain Local Governments” Leveraging Behavior :

Empirical Analysis Based on China Prefecture-level Panel Data

WANG Chongjin', CUI Feng’
(1. Institute of Financial and Economic Strategy, Chinese Academy of Social Sciences, Beijing
100028, China;2.School of International Economics and Trade, University
of International Business and Economics, Beijing 100029, China)

Abstract ; Promoting the comprehensive disclosure of local governments ~ financial budget and final account
information, especially the disclosure of government debt information has become a policy option to effectively control
local governments” debt risk and promote the formation of market—oriented financing self - discipline mechanism.
Based on the relevant panel data of China prefecture—level local governments and their urban investment companies
from 2013 to 2016, this study quantitatively analyzes how the financial transparency of local governments affects the
financing cost and debt scale of urban investment bonds. It is found that in addition to controlling the economic
development level and other factors, the higher the financial transparency of local governments, the lower the
financing cost of their urban investment companies in the financial market and the smaller the debt scale of these
urban investment companies. The conclusion of the study indirectly proves that the self —discipline mechanism of
market—oriented financing is worth relying on, and promoting the comprehensive disclosure of financial information is
conducive to regulating local government’s leveraging behavior. Focusing on financial information disclosure and local
debt market —oriented reform, this study puts forward such policy suggestions as strengthening the disclosure of
governments” debt information, establishing market —oriented financing self —discipline mechanism and restraining
local government’s leveraging behavior.

Key words:local government debt; financial transparency; urban investment bond; financing cost; debt scale
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