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Abstract

The Chinese government implemented a national proactive policy at this period with
a sharp increase of financial deficit which aroused a high focus on fiscal risk originally.
Consequently , the previous evaluation on fiscal risk used to focus on macroeconomic
field but not concentrated on the assessment of microeconomic financial risks. Actually,
the arrangement of microeconomic system on public finance is the base of macroeconom-
ic regulation and control, many macroeconomic risks are the reflections of microeconom-
ic risks in macro-fields.

We not only make an evaluation on the macroeconomic risks of the public finance,
but also make a comprehensive assessment on microeconomic risks. The report shows
that the macroeconomic risks including the fiscal growths, inflations, “crowding-out
effect” of the government are not very serious. However, the macro-control policies, as
a significant factor of the economic fluctuation, are not only relying on but also strength-
ening the macro-control itself. These show that the demands of the macro-control are gen-
erated by the microeconomic risks, furthermore, the macro-control will aggravate the
microeconomic risks as well. Meanwhile, microeconomic risks arouse macro-control de-
mands in a vicious circle.

We have made an assessment on the risks of the microeconomic system arrangement
of the public finance. The fiscal tax distribution system is the kernel of the fiscal system
arrangement in which the neutral tax system is the base, the system of “tax distribu-
tion” and “transfer expenditure” are the important means to guarantee the budget neu-
trality. We make a definition of the microeconomic fiscal risks to which can not guarantee
the decisive roles of the market economy in the allocation of resources, or promote the
development of different areas in a balanced way, or guarantee the publicity, transpar-
ency, rigid restrictions of the public finance. The microeconomic risks make the per-

formances of non-neutrality of tax system and budget system, the municipal fiscal risk,
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and the risks of the period of the transition from dual economy to the unitary economy.

We make the research emphasis on the arrangement of the microeconomic system to
prevent fiscal risk and make countermeasures, but not try to find out some macro-inde-
xes to the fiscal risk alarm. On our opinion, without the foundation of the analysis of the
microeconomic system, the alarm indexes are not reliable.

We focus the research on the arrangement of the microeconomic system to prevent
the risks of the general public budget and make countermeasures, and then discuss
about the risk prevention system of the government budget. Our research results show
that the neutral tax system is the base of the financial system of tax distribution, and the
neutralities of the tax distribution, the transfer payment and the budget are the norms of
the system arrangement. Our report also shows that the system pay more attention to the
efficiency of competitions but not the efficiency of cooperation in the system of managing
the relationships between the central and local governments. In our research we not only
attach our importance to the efficiency of competitions but also the cooperation, and we
put forward public policies of the neutralities of the tax, the tax distribution and the
transfer expenditure to the arrangement of the system.

According to the study of the new budget law, we make the research to the budget
system of public finance on how to demarcate the differences and relations of the four
types of budgets. Meanwhile, we put forward the conceptions of the roles and responsi-
bilities of the four types of budgets. On the conditions of making clear the boundary be-
tween the four types of budgets and the market economy, the boundary of internal func-
tions of the four types of budgets, the boundary of the four types of budgets, we will
meet the requests of the modern financial governance structure of the system of justice,

fair, open and transparent.
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