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The Tunneling of Local Government In City Commercial Bank: A Perspective of

Local Government Financing Platform’ Loan

Zhao Shangmei' Shi Hongmei' and Duhuadong’

(1. School of Management and Economics Beihang University Beijing 100191;
2. China Minsheng Bank Beijing 100031)

Abstract: As a big shareholder the local government plays tunneling of the CCB ( City Commercial Bank)  which affects CCB’ s credit

structure and performance. Based on the sample of CCBs from 2005 to 2010 this paper studies the relationship between the local govern—

ment holding and CCB’ s credit structure and performance confirms the existing of the local government tunneling in CCBs and seeks the

channel of the tunneling. This paper finds the proportion of LGFP’ s( Local Government Financing Platform) loan has a significantly pos—

itive correlation with local government holding and uncorrelated with the holding ability. The bigger proportion of LGFP’ s loan will in—
crease NPAR ( Non-Performing Asset Roat) and reduce ROE( Return On Equity) of CCBs. The relationship between CCBs and LGFP

caused by local government holding shows that the local governments can use LGFP to misappropriate assets of CCBs. In order to prevent

the tunneling of the local government in CCBs it is necessary to adopt such measures as regulating the governance structure of CCBs

broadening the financing channels of the local governments perfecting operation mechanism of LGFP and so on.

Key words: local governments city commercial banks tunneling local government financing platform
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