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Abstract. This paper explores the issues and corresponding countermeasures in
the management of fiscal deposits by local financial institutions. By analyzing
the organizational structure and fiscal deposit operation mode of local financial
institutions, it points out the main problems such as management system defects
and weak monitoring mechanisms. In response to these issues, this paper pro-
poses specific countermeasures to improve the management system and
strengthen the monitoring mechanism, with the aim of enhancing the manage-
ment level of fiscal deposits in local financial institutions. The research shows
that optimizing the management system and enhancing monitoring efforts can
effectively solve the existing problems and promote more efficient and standard-
ized operations of local financial institutions.
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1 Introduction

Local financial institutions face multiple challenges in fiscal deposit management,
which affect their overall operational and risk control capabilities. Firstly, the lack of a
comprehensive risk assessment system has prevented some local financial institutions
from fully considering market fluctuations and macroeconomic factors during deposit
selection and allocation. For example, some institutions have not set reasonable liquid-
ity coverage ratios when dealing with liquidity risks, failing to meet the requirements
of the Basel Il Accord regarding liquidity ratios. Furthermore, the absence of a man-
agement framework has led to inefficient use of funds, with deposits being left idle or
allocated to low-yielding assets, thus failing to maximize returns.

Secondly, insufficient information transparency exacerbates management difficul-
ties. Data related to fiscal deposits are often not disclosed in a timely manner, leading
to decision-making relying on information from informal channels and increasing de-
cision-making risks. Local financial institutions lack standardized data disclosure
mechanisms, and specific data such as deposit sources and usage directions are not
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transparent within the prescribed scope, limiting stakeholders' ability to assess their fi-
nancial health.[!)

Institutional barriers to management are also prominent. Some local financial insti-
tutions have imperfect internal control mechanisms, leading to a lack of effectiveness
in the supervision and management of fiscal deposits. The information asymmetry be-
tween the management and the executive level compromises the effectiveness of policy
implementation. For example, the assessment mechanism emphasizes financial indica-
tors while neglecting compliance and risk management assessments, causing some in-
stitutions to ignore long-term stable development in pursuit of short-term gains.

Furthermore, the absence and inconsistency of external regulatory policies have also
hindered the normal operation of local financial institutions. Differences in regulatory
policies across regions have resulted in certain local financial institutions facing vary-
ing legal and administrative obstacles when complying with regulatory requirements.
Additionally, the current national regulatory mechanism for fiscal deposits needs im-
provement, lacking systematic and targeted policy guidance, leading to a lack of overall
coordination among financial institutions in different regions during implementation.
Under such circumstances, it directly affects the cooperation efficiency between local
financial institutions and the government, reducing the support provided by fiscal de-
posits to the local economy.?!

Facing these issues, partial countermeasures are feasible but urgently need to be
strengthened. For example, by establishing a sound risk management system and con-
figuring liquidity risk indicators, we can ensure compliance with regulatory require-
ments. At the same time, we should promote data transparency, improve internal con-
trol mechanisms, enhance information communication with regulatory agencies, and
enhance management efficiency. Furthermore, we should construct a systematic regu-
latory system and policy framework to promote the effective use of fiscal deposit re-
sources by local financial institutions under compliance, in order to achieve rationali-
zation of fund use and maximize benefits. Through the above measures, the problems
of local financial institutions in fiscal deposit management are expected to be effec-
tively alleviated, which will contribute to the sustained and healthy development of the
local economy.®!

2 Issues in the Management of Fiscal Deposits

2.1 Defects in Management System

There are widespread management system deficiencies in the management of fiscal
deposits by local financial institutions, which are specifically manifested in the follow-
ing aspects:

Firstly, the management structure is unclear. Many local financial institutions lack a
clear division of responsibilities in the management of fiscal deposits, resulting in over-
lapping or missing responsibilities in areas such as fund utilization, risk control, and
information disclosure. For example, some institutions have not established a dedicated
management department or personnel, leading to a "no-owner" situation in the manage-
ment of fiscal deposits.
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Secondly, the internal control system is imperfect. Most of the existing internal con-
trol systems fail to adapt to the special needs of fiscal deposit management. The settings
of accounting and supervision links are not detailed enough, and many local financial
institutions have failed to establish a complete audit, supervision, and feedback mech-
anism, resulting in low efficiency in fund utilization and potential risks not being dis-
covered in a timely manner. Furthermore, the lack of a separate risk assessment system
for fiscal deposits makes risk prevention and control measures appear weak.[*!

Thirdly, there is a lack of standardization in operational procedures. The manage-
ment and operational procedures for fiscal deposits in some local financial institutions
are not standardized enough, exhibiting a degree of arbitrariness. For instance, in pro-
cesses such as fund entry, payment approval, and fund allocation, strict operational
procedures or time nodes have not been established, leading to long capital utilization
cycles and poor liquidity, which in turn affect the timeliness and effectiveness of fiscal
fund utilization. In practical operations, the overall process lacks transparency, hinder-
ing relevant decision-makers from tracking the use of funds.

Fourthly, the information system lags behind. The existing information management
system fails to adequately support the management needs of fiscal deposits, facing is-
sues such as insufficient data sharing and delayed information updates. This results in
gaps in data accuracy, real-time performance, and usability, making it difficult for de-
cision-makers to analyze capital flows and monitor risks. Some local financial institu-
tions still rely on traditional manual recording, leading to serious data entry errors and
information silos, which severely restricts management efficiency.

Fifthly, there is a lack of training mechanism. The insufficient training and profes-
sional competency requirements for relevant personnel have affected the overall level
of fiscal deposit management. Regular training has not been implemented, and some
local financial institutions lack systematic dissemination of financial regulations and
industry standards, leading to inadequate understanding of policies by management per-
sonnel and subsequently affecting practical operations and management effectiveness.

Sixthly, there is a lack of external supervision and evaluation. The management of
fiscal deposits in local financial institutions lacks an effective external audit mecha-
nism, often resulting in irregularities in their use and management that are difficult to
be timely detected and corrected. Regulatory authorities do not attach enough im-
portance to the significance of this market, lacking sufficient audit frequency and in-
depth evaluation, which makes it difficult to effectively control potential risks.[)

The institutional deficiencies in the management of fiscal deposits by local financial
institutions hinder their ability to effectively respond to risks and enhance the efficiency
of fund utilization. Comprehensive improvements must be made through establishing
and improving management structures, perfecting internal control systems, standardiz-
ing operational processes, upgrading information systems, strengthening personnel
training, and introducing external supervision.

2.2 Weak Monitoring Mechanism

The weaknesses of the monitoring mechanism in the management of fiscal deposits by
local financial institutions are mainly manifested in several aspects: the lack of a
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comprehensive risk assessment model, delayed updates of monitoring data, and unclear
responsibility implementation. Currently, many local financial institutions have not es-
tablished a centralized and unified risk warning system, which leads to a failure to re-
spond quickly when potential risks occur. Especially for the use and investment of non-
budgetary funds, the lack of effective monitoring and evaluation can easily lead to the
breakage and loss of the capital chain.[®’

In terms of monitoring methods, some institutions have not yet introduced advanced
data analysis technology and still rely on traditional manual review and simple financial
reports, resulting in inefficient information processing and delayed decision-making.
The timely updating of monitoring data is another shortcoming. Many financial insti-
tutions use systems with lagging data, which cannot reflect the usage of accounts and
fund movements in real time. For example, the monitoring system of a local financial
institution has a 45-day update cycle, which is particularly unsuitable in a rapidly
changing market environment.

Additionally, the ambiguity surrounding responsibility implementation is a signifi-
cant factor contributing to the weakness of monitoring mechanisms. Due to the absence
of clear management hierarchies and responsibility assignments, monitoring tasks are
often treated as secondary, making it difficult to establish effective controls. For in-
stance, in some institutions, only the top management is responsible for executing mon-
itoring, while the responsibilities of middle and lower levels are not clearly defined,
leading to frequent safety hazards.

In terms of technology application, regional financial institutions are still lagging
behind in the use of big data and artificial intelligence, failing to effectively integrate
various information resources such as capital flows and user behavior, often resulting
in the phenomenon of information silos. This situation hinders comprehensive moni-
toring of capital use and supervision, while increasing the probability of financial
risks.[”)

To improve the weak links in the monitoring mechanism, a hierarchical risk moni-
toring framework should be established. By introducing real-time monitoring tools,
monitoring efficiency and accuracy can be enhanced. Leveraging big data technology
enables more detailed risk analysis and dynamic monitoring. Taking the improvement
of a city's monitoring system as an example, the introduction of a dynamic monitoring
platform with minute-by-minute data updates compressed the risk investigation cycle
to 24 hours, effectively reducing the occurrence of non-compliant behaviors.

In addition, it is crucial to restructure the responsibility mechanism. It is necessary
to clarify the monitoring responsibilities of management personnel at all levels and es-
tablish specific assessment criteria to ensure the implementation of monitoring work.
At the same time, regular monitoring training should be conducted to enhance employ-
ees' familiarity with monitoring processes and tools, which will help foster a monitoring
atmosphere involving all employees. Local financial institutions should also cooperate
with third-party audit institutions and introduce external forces to strengthen the inde-
pendence and fairness of monitoring. Through a multi-party supervision mechanism,
the overall regulatory capability can be improved.

By optimizing the monitoring mechanism and strengthening information sharing,
local financial institutions will achieve higher levels of security and transparency in
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fiscal deposit management, reduce financial risks, and contribute to enhancing the sta-
bility and healthy development of the overall financial system.

3 Analysis of Countermeasures for Fiscal Deposits

3.1 Improve Management System

Local financial institutions face issues with imperfect systems in the management of
fiscal deposits, which are primarily manifested in the following aspects. Firstly, there
is a lack of a scientific management system. Some local financial institutions have not
yet established a comprehensive fiscal deposit management system, leading to irregular
deposit management processes and unclear responsibilities. Furthermore, the existing
system is overly broad in content, failing to provide specific regulations tailored to the
characteristics of fiscal deposits, resulting in a lack of standardization and guidance in
practical operations.®!

To address the aforementioned issues, improvements are needed in several aspects,
including institutional construction, management processes, and responsibility imple-
mentation. A robust regulatory-based management system should be established, clar-
ifying the management processes for various fiscal deposits, encompassing aspects
such as funding sources, utilization, supervision, and risk control. Specifically, a risk
control framework should be formulated to ensure the safety and compliance of fiscal
deposits during their utilization.

Secondly, it is necessary to strengthen the classified management of fiscal deposits.
For fiscal deposits with different purposes, corresponding management measures and
audit requirements should be formulated. For example, for fiscal deposits used in social
security, education, infrastructure construction, and other fields, special management
accounts should be established, and clear usage directions and audit tracking mecha-
nisms should be set for each type of funds.

Financial information transparency is also an important aspect of improving man-
agement systems. Local financial institutions should regularly disclose the use of fiscal
deposits, including the flow of funds, the effectiveness of use, and the return on invest-
ment. In terms of information disclosure, it is recommended to establish a centralized
information database to integrate management information of various fiscal deposits,
ensuring data accuracy and traceability. Through a transparent information disclosure
mechanism, the supervision of fiscal deposit management by various stakeholders can
be enhanced.!

The implementation of management systems hinges on the effective implementation
of responsibilities. It is imperative to clearly identify the departments and individuals
responsible and establish a responsibility tracing mechanism. In case of any manage-
ment errors or improper use of fiscal deposits, relevant personnel should be held ac-
countable, and even subjected to corresponding economic penalties. Furthermore, it is
essential to strengthen the training of management personnel, enhance their understand-
ing and professional competence in fiscal deposit management, and ensure the effective
execution of management systems.
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To encourage local financial institutions to actively participate in the management
of fiscal deposits, it is recommended to introduce incentive measures. Rewards should
be given to institutions or individuals with outstanding performance to enhance their
enthusiasm. At the same time, management effectiveness can be regularly evaluated,
and feedback and improvements can be made based on the evaluation results, forming
a continuously improving management mechanism.!"’

The application of information technology should also become an important way to
improve management systems. By introducing modern information management sys-
tems, real-time monitoring and data analysis of fiscal deposits can be achieved, enhanc-
ing management efficiency. Combined with big data analysis technology, deep mining
of financial data can be explored to promptly identify potential risks and management
loopholes, and then adjust relevant management policies accordingly.

By integrating the above measures and improving the management system of fiscal
deposits in local financial institutions, we can not only enhance the efficiency of fund
utilization and reduce risks, but also strengthen the transparency and accountability of
public funds, and improve the overall management level. Through the establishment of
a systematic and scientific management system, we lay a solid foundation for the ra-
tional and efficient utilization of fiscal deposits to fulfill their intended roles.

3.2 Strengthen Monitoring Mechanism

Strengthening the monitoring mechanism is a crucial step for local financial institutions
to enhance the management efficiency of fiscal deposits. To achieve this goal, it is nec-
essary to establish a multi-level and comprehensive monitoring system, with emphasis
on the following aspects:

Firstly, a real-time monitoring platform should be established. Leveraging infor-
mation technology, a real-time monitoring system based on big data and cloud compu-
ting can be constructed to track the flow and changes of fiscal deposits in real time.
This platform must possess automatic data collection and alert functions. When there
is a significant outflow of deposits or abnormal fluctuations, relevant management per-
sonnel can be notified immediately, enabling swift response measures to be taken.

Secondly, refine risk assessment indicators. It is necessary to establish a scientific
risk assessment system for different categories of fiscal deposits. Specific indicators
can include: deposit ratio (such as county-level fiscal deposits accounting for 30% of
total deposits), liquidity indicators (such as daily average liquidity increased to over
20%), and operational risk early warning mechanism. By quantifying indicators, data
support can be provided for the monitoring mechanism, enhancing the effectiveness of
monitoring.

Thirdly, strengthen internal audit and compliance management. Establish a strict in-
ternal audit system, regularly audit the implementation of fiscal deposit management,
and ensure the reasonable flow and use of funds. At the same time, establish a compli-
ance inspection mechanism to ensure that all fund operations comply with relevant fis-
cal laws and regulations and ensure the safety of funds. This includes conducting com-
pliance audits at least once every quarter, focusing on the compliance inspection of
large deposits and fund flows.
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Fourth, enhance the quality and professional competence of employees. Conduct
regular training on fiscal deposit management to improve the professional skills and
risk prevention awareness of relevant personnel, ensuring timely identification and re-
sponse to potential risks. The frequency of training should be at least twice a year, and
it should cover the latest financial policies, risk management tools, and technical meth-
ods.

Fifthly, establish an information sharing mechanism. Establish an information shar-
ing platform with local finance, financial supervision, auditing, and other relevant de-
partments to achieve joint supervision of fiscal deposits. By sharing information, the
inflow and outflow of deposits can be monitored simultaneously to identify potential
financial risks. It is recommended to establish a cross-departmental working group to
regularly exchange and share information, enhancing the synergistic effect between de-
partments.

Sixth, utilize advanced technological means. Leverage technologies such as artificial
intelligence and blockchain to enhance the technological level of monitoring. Artificial
intelligence can be used for data analysis and pattern recognition, while blockchain can
enhance the transparency and security of fund flows. Specific applications include uti-
lizing blockchain technology to establish traceable records of fiscal deposit flows, en-
suring the traceability of fund usage.

Seventh, improve the emergency response mechanism. For emergencies such as fi-
nancial turmoil or market volatility, formulate detailed emergency plans, including tem-
porary measures for financing and fund allocation, and clarify responsible persons and
operational procedures. Ensure that a rapid response can be made when incidents occur,
reducing the impact on fiscal deposit management.

In summary, through the above multi-dimensional strengthened monitoring mecha-
nisms, local financial institutions can effectively enhance the scientificity and safety of
fiscal deposit management, ensure the standardization and compliance of fund flow,
minimize potential risks, and improve the efficiency of fiscal fund utilization.

4 Conclusion

Local financial institutions face numerous challenges in managing fiscal deposits.
Firstly, the imperfection of internal control mechanisms has led to increased potential
financial security risks. Multiple studies have shown that the frequency of internal au-
dits in local financial institutions is lower than 60% of the industry standard, lacking
pertinence and systematicness, resulting in insufficient risk identification capabilities
and an inability to effectively prevent financial fraud. Meanwhile, the construction of
information systems lags behind, and many local financial institutions still rely on man-
ual operations, leading to inefficient data processing, insufficient information transpar-
ency, and difficulties in achieving scientific decision-making.

Secondly, the process of interest rate marketization reform has had a significant im-
pact on the management of fiscal deposits. Local financial institutions face issues such
as a single profit model and compressed interest margin income. According to statistical
data, the average net interest margin of local financial institutions is currently only
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2.5%, far lower than the 3.5% of national banks. In response, it is necessary to consider
optimizing the interest rate pricing mechanism, enhancing profitability through reason-
able adjustments to deposit and loan interest margins, and exploring diversified sources
of income, such as the expansion of credit card and wealth management businesses.

In addition, local financial institutions are still relatively weak in risk management.
A survey shows that over 70% of these institutions have not formally established a
comprehensive risk early warning mechanism. They exhibit blindness in credit exten-
sion and the use of fiscal deposits, which can easily lead to risk concentration and asset
quality deterioration. It is recommended to strengthen risk identification and assess-
ment, introduce big data analysis technology as soon as possible, and utilize artificial
intelligence models to conduct dynamic monitoring of credit and deposit data, achiev-
ing real-time early warning and refined management.

Inadequate policy compliance is also a problem. Some local financial institutions
fail to strictly adhere to relevant local government regulations and policy requirements
when investing fiscal deposits, leading to increased compliance costs. It is urgent to
strengthen policy training, enhance the compliance awareness of financial institution
personnel, establish a robust compliance management system, and ensure that all oper-
ations comply with policies and regulations. Furthermore, the uncertainty of the policy
environment poses challenges to fiscal deposit management. Local financial institu-
tions need to establish a flexible response mechanism to promptly respond to policy
adjustments and reduce compliance risks.

Lastly, the phenomenon of lacking market competition awareness is widespread,
which causes local financial institutions to lag behind in customer service, product in-
novation, and marketing. Compared to large banks, local financial institutions have a
significant gap in terms of technology investment and user experience improvement.
Local financial institutions should be encouraged to introduce advanced technological
means, improve customer service quality, and enhance market competitiveness through
digital transformation, in order to strengthen customer loyalty and tap into potential
markets.

In summary, the issues faced by local financial institutions in fiscal deposit manage-
ment require in-depth analysis and countermeasure research from multiple dimensions,
including internal control systems, profit models, risk management, policy compliance,
and market competition. Through systematic reforms and innovative measures, a bal-
ance between sustainable development and risk control can be achieved.
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