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FINANCE RESEARCH

Research on the Reconstruction of Local Government Balance Sheets

Chen Yunxian Wang Fangfang Zou Fangbin

Abstract: This study reconstructs the framework for compiling local government balance
sheets to address the current limitations regarding distorted asset valuation, lack of dynamic
representation, and misunderstanding of government behavioral motivations. The research
highlights the dual economic role of local governments as both resource generators and
regional competitors. It proposes an asset classification method based on the capacity to
generate fiscal and economic value, distinguishing between endogenous assets that drive fiscal
revenue and exogenous assets that fulfill public functions. Furthermore, by integrating the
quasi-micro and quasi-macro attributes of local government, the study redefines the sources of
liabilities and the connotation of public equity, and establishes a valuation and information
disclosure mechanism adapted to the dynamic generation characteristics of resources. The
framework constructed in this paper can provide a theoretical foundation and decision-making
support for scientifically assessing local government fiscal capacity and optimizing resource
allocation during the “15th Five-Year Plan” period.

Keywords: Government Balance Sheet, Endogenous Assets, Exogenous Assets, Public Equity
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