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< Abstract >

Managing the Local Debt to Cope with the Fiscal
Crisis

Local governments are recently under financial pressures owing to
tax reverme loss and decrease of gramts from certral government,
which were caused by mational economic depression according to the
influence of the IMF systern in the end of 1997,

In order to overcome these firancial difficulties, local governments
try to curtail spending and to readjust imvestment prionity. Especially,
comcerning local debt policy, local govermments are faced with the
dilemma, which to maintain a stingent budgetary balance under a
sound financial princple or to supplement budget shortfall through
local debt.

In this context, this study aims to grope for managing the local
debt to cope with the new financial system. first of all, this study
describes the changes of fiscal conditiors and the probilites of fiscal
aisis  in local  governments.  Then, this  study  analyzes  the
characteristics of local debt and the impacts of local debt on maor
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macro-economic variables such as GNT, interest rate, wnemployment

rate, consumer price growth rate.

Based on prior aralysis, the study suggests improverments of local
debt system, including comprehensive local government debt policy,
coordination of fhe aiteria to issue local debt, dichotomization of the
local debt issuance systern, and improvement of the local debt
managernert.

Policy recommendations and summary constitute the findl part of
the study.
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