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The Theory of Size of Public Debt: Viewed by Fiscal

and Financial Points
He Daixin L: Yanzhi

Abstract: In this paper, the research is a trajectory of public debt theory from views of fis-

cal and financial points. From fiscal perspective, the discussion of appropriate size of public
debt has begun with the EU debt cordon. After that, most scholars tend to build a dynamic
analytical framework to formulate this problem. The logic breaks the tradition model that

put the public debt only in the aspect of primary balance, which seems to be a great pro-

gress in the influence on macroeconomics and microeconomics. From financial perspective,

the focus of this article examines the treasury operation mechanism:

the macro level as a

crossing point between fiscal policy and monetary policy; meso-level concern about the im-

pact of public debt claims in relation to financial stability; micro-level research oriented pri-

vate debt and government liabilities quantitative relationship. Now, researchers are making

progress in fiscal and financial sector debt management, which gradually merges and cen-
tralizes applications of debt sustainability study. There are three key points for present and
future: how to make the judgment of debt convergence, how to manage the government

borrowing constraints and how to deal with the microscopic bodies response.

Keywords
public debt

size of public debt; debt sustainability; convergence of debt;

mechanism of
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