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PREFACE

China during the past three decades has shown an impressive record of sustained
economic growth. Its record in lifting millions out of the poverty trap is unparalleled in the
economic history of the World. Today China is poised to assume economic leadership of
the world in the next decade. lts sound management of its public finances played an
important role in its remarkable success story.

To sustain its record of impressive growth and improving economic and social
outcomes for its citizens, China faces many challenges in further strengthening of its
political and economic union through reform of its public finances. To undertake careful
analysis of reform options and to build consensus for reform and to forestall any
impending fiscal crisis, policy makers and citizens alike need access to timely information
and analysis on the state of central, provincial and local finances and service delivery
performance across the nation. The China Public Finance Monitor is intended to provide
an annual snap shot of the fiscal health and service delivery performance of various
orders of government in China and highlight emerging challenges and possible policy
responses. Starting with 2012, each year it will provide an overview of the state of public
finances of central, provincial and local governments and provide a critical analysis of
policy challenges in a selected area of critical national importance. In its first year of
inception, the focus has been on the emerging challenge of dealing with hidden debts of
local governments.

Dean Liu Rong and the Public Finance Monitor 2012 team at the School of Public
Finance, Southwestern University of Finance and Economics deserve our special thanks
for burning the midnight oil for making the publication of this monitor a reality. The
authors should be commended for piecing together disparate sources of information and
bring out coherent themes to initiate a broader discussion and debate on fiscal issues of
national and local importance. | consider a great privilege for me to be a mentor for this
team.

The China Public Finance Monitor is a must read for policy makers, scholars,
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students, citizens and others with interest in China’s fiscal systems, its challenges and
lessons from its experience.

Anwar Shah, Ph. D

Director, Center for Public Economics, SWUFE and Advisor World Bank and the

Asian Development Bank
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