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ABSTRACT

China' s natinal debt has increased rapidly in recent vears; however,
in terms of management system, it is far from consummation. Firstly, with-
out a definite target, the management is not specific. Secondly, the National
Treasure Department, the adminisirative body in charge of national debt (in-
ternal debt) , holds plenty of other functions so that it cant concentrate energy
on natienal debt management. Thirdly, the strueture of national debt, con-
sisting of duration structure and holder structure, is unreasonable that the
bolders are unable to hedge in market because of the small scale of the nation-
al deht in circulation, the market segmentation and the unitary circulation
technology . Fourthly, redemption of the national deht has not been connect-
ed with the efficiency in using the capital raised from national debt. Lastly,
some limitations bave been presented in laws and regulations on national debi
management. With China’s participation in the WTO, the seclusion of its na-
tional debt market in terms of investors and funds will be soon broken and the
integration of domestic and international markeis will be realized in near fu-
ture, therefore, it is necessary for China to improve the management system
of national deht.

Adopting comparison analysis, this paper firstly examines the existing
problems of China’s management system of national debt. Next, according to
categories of countries being developed and developing, countries with high —
liabiitty and regular liability, countries in marketization and transition, coun-
tries with both stable economic development and high — liability, and coun-
tries with experiences of liability erisis, we compare United States, Britain,
Italy, }apan, Sweden, New Zealand, Ireland, Denmark, Poland, India,
Brazil and Mexico with China respectively and comprehensively, in terms of

management target, management body and its functions, and management
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system of national debt issuing, circulation and redemption. Accordingly,
we arrive at some conclusions meaningfu! for the improvemént of China’s na-
tinnal deht management system, and some policy implications are also presen-
ted. )

1. Just as philosophic principle has revealed, only one principal contra-
diction can exist in a certain period, national debt management should focus
on one target bat multiple in order to minimize financing cost. With possible
conflicts among various largets, a management with muliiple targets is of no
feasibility in operation, and thus, one targel is practicable.

2. As for China, an administrative institution responsible especially for
national debt management should be set up. The independence of national
debt management has now become a trend across the world. As a developing
country in institutional transition, to avoid both disputes over trifles among in-
stitutions and multiple functions of a single institution, China should establish
a special institution for national debt management, operating in corporation
mode.

3. Will an independent management body be established, it is necessa-
ry to divide the work of national debt management, that is (o say, in accord-
ance with front office, middle office and back office, the work of national
debt issuing, risk analysis, design and trading registration should be divid-
ed, and this enable the avoidance of operational risks and is necessary o
keep away various risks in market. In addition, whether the management
body is independent or not, the courdination and cooperation hetween central
bank and treasure department is essential.

4. At all links in national debl management, both universality and indi-
viduality exist in different couniries, and then, China should ncither copy
foreign doings mechanically nor deny them simply. In terms of issuing of na-
tional debt, ihe priority should be given 1o inviting tender, with underwriting
and directional issuing as supportive. In terms of the structure of national
debt, it should be determined according to market principle. In terms of the
circulation of national debt, more trading patterns, such as futures trading
and optton trading, should be introduced on the basis of eventual marketiza-
tion of interest rate. In terms of redemption, the recycling usage and steady
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accumulation of the raised capital should be realized based on sufficient im-

provement in efficiency of capital usage.
The regulations and laws on uational debt management should be im-

proved as soon as possible to make sound of the legal environment of national

& L

debt management. For example, 1o issue “national debt law ™ and amend

“transitorily measures to manage the national debt primary dealers”.
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