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Local Government’s Fiscal Pressure and Bank Credit Resource Allocation Efficiency
——Evidence from Chinese City Commercial Banks

Abstract: Using the data of Chinese city commercial banks from 2005 to 2012, the paper analyzes
how local government’s fiscal pressure influences commercial banks’ credit resource allocation.
We find that when local government’s fiscal pressure increases, local city commercial banks will
allocate more credit resource to local state-owned economic sectors, which has a negative impact
on bank’s performance including higher non-performing loan and worse accounting performance.
Further evidence shows that, the allowance ratio for loan losses is lower for banks with more
credit resource allocated to local state-owned economic sectors and higher non-performing loan
ratio when banks are located in province with higher government’s fiscal pressure. This finding
indicates that banks will use the allowance for loan losses as an earnings management tool to deal
with regulation pressure. The paper explicitly analyzes the channel through which local
government influences bank’s credit resource allocation and contributes to the literature of
Chinese commercial bank in transition period. Our findings also have important policy
implications for city commercial bank regulation.

Key words: Local government, Fiscal pressure, City commercial bank, Bank credit resource
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W SR A (1) SR 23 A b T3 BSURT I U 70 068381 v ol AR AT #5201 #7722 B 11 1)
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2. ERRFELESRITSH

T SCR PR (2) FASE 2R (3) >R 43 A 3k T 7o LV ERAT 52 [ 7 [l A 28 56 308 1 (R DRk LL 2xt T
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Year effect+ ¢  (2)
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Hl . TERASM M EE 18K
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T BRI ARAT SRR LN 51.2%., BB AR ZE R, XS HH T AN R T R L AR
1T R BRI Z R T3

R4 HARBPHEDRESTH

£ 4 Parel A: FEZENFRMESH

N Mean STD Min Q1 Median Q3 Max
Deficit 283 0.910 | 0.797 | 0.052| 0.234 0.759 | 1.322| 5.745
LSloan 283 0.068 | 0.078 | 0.000| 0.014 0.041 | 0.093| 0.419
ROA 283 0.010 | 0.006 | -0.001| 0.007 0.010 | 0.012 | 0.071
NPR 283 0.018 | 0.018| 0.000| 0.007 0.012 | 0.022| 0.146
Allowance 203 0.027 | 0.017 | 0.004| 0.020 0.025 | 0.030 | 0.155
State 283 0.806 | 0.396 0 1 1 1 1
Loan 283 0.512 | 0.094 | 0.191| 0.453 0.520 | 0.585 | 0.787
Size 283 | 17.375| 1.261 | 13.613| 16.468 | 17.301 | 18.138 | 20.837
GDPG(%) 283 | 16.846 | 5.348 | 0.587 | 12.967 | 17.702 | 20.582 | 32.274

#£ 4 Panel B: &N X HBUE /7 (Deficit) ¥ E ST+

Hu[X ¥WiE Hi[X WiE Hi[X WiE HX ¥HE
I 1.284 Ak 1.087 Nl 1.325 S| 1.284
Jbx 0.110 T 1.391 L7 0.584 i 0.130
ginge 0.395 =y AN 1.715 A 1.235 g )i 1.458
Hil 2.853 il 1.208 TH 2.397 T 0.234
IR 0.186 biNE) 1.377 il 5.445 pagta] 1.621
] 1.396 GRS 1.643 L 7 0.431 WL 0.178
S 2.038 L5 0.199 i 0.882 EIN 0.805

T AREE XS AR (T ).

R 5 RIEEARMMKALER. NHATLUZIL, Defict 55 LSloan 25 1EH <, KU
7R WS A8, 3T R M ARAT B i 7 A 22 0 T T DRk B Riisr, I 5 ARSI
Wt —2. LSloan 5 ROA fifiok, 5 NPR 23 IEAHIG, B iy ML AR AT (5 S B AT
EXBATERAT R . U ERR R RARRES, RERHABEMER, A2 kit
[ U 73 M ik — 20 A 5



x5 FEBEMKRIE (Pearson)
2

1 3 4 5 6 7
1 Deficit
2 LSloan 0.252%**
3 ROA 0.014 -0.324***
4 NPR 0.039  0.466*** -0.310***
5 Allowance 0.037 0.116 -0.035  0.380***
6 State 0.192%**  0.177*** -0.091 0.147** 0.101
7 Loan -0.184***  (,155*** -0.01  0.251*** -0.104 0.017
8 Size -0.160***  -0.460*** 0.086 -0.296*** -0.119*  -0.153***  -0.328***
9 GDPG 0.169%** 0.151** 0.042 0.106* -0.032 0.025 -0.035 -0.126**

VE: ***p<0.01, **p<0.05, *p<0.1(F[F)

M. HHFBRES . SREFELESHITHN

(=) HFBRMBUE I SEREELE

i 6 AL 2 4N, Deficit RETSE 0.023, 7F 1%/KF R R, Wl 7 BUF — BT
S — MU UN) BT 1%, FBAIXANE 0 B3R AT #2057 B A 250 51T SE K b
AN EFF 0.023%, XESLVE X PR EER, FRGRSZRTR® 1. FEBE 1
i) R /L 0.3478, [ A7 2 f) R* /& 0.3907, B Deficit #1753 R* #2755 1 0.0429(F I 1E 1%
KPR ) o X R BH M T BUR IV U 77 2 sk i m AR TS DR BRI B B R R

FERLAY 1w, State \2ENIE, XU B E A I T R L ARAT H m 5 G LR T T PEEK
PR R, MEASCHIREA S, 80.6%M5 — KA =B N EA, X AL EURFXT T
T D ARAT B4 RE 7T . Size W N, IX U BT R L ARAT MU RUBTRE R, 3T R ARAT
P 1) 1 7 [ 22555 () DRk L 2R A

® 6 WABMNMBUEA SRR RITERRRLEE

K2 &= LSloan A 1 FER 2
Deficit 0.023***
(4.26)
State 0.019** 0.012
(2.05) (1.34)
Loan -0.063 -0.040
(-1.50) (-0.95)
Size -0.019%** -0.016***
(-5.50) (-4.73)
GDPG 0.335*** 0.146
(2.72) (1.24)
Constant 0.348*** 0.280***
(4.69) (3.94)
Year Controlled Controlled
N 283 283
R° 0.3478 0.3907

W BENETE, HERELR T ZRE(FRE)

() EREELESRITHN

ER 7 FIFEAL 1 B, LSloan R#/E 0.053, 7F 1%/K°F N2, XU AR T AR T
[ 1 7 [ A 2 5R TR DR B3R 30 1%, AT 1A R B A R =7 0.053%; 1E#R 7 1)
iR 2 1, LSloan R#N-0.022, 7& 1%/KF &, BRI R ARAT % my h 77 B A5 £ 5% 6
T BE K EL RGN 1%, YR 1T 1 ROA AH R PR 0.022% . FIRSE IR ANTESG T L R,
EATE N FRAEER, NSCRE 7 nifiik 2a A% 2b. L% (2004)F8H, Hiy
UM 522 W 1 6E5 1 1 A 0l 1 AN A DA BB 7 Pl A Al (R 2857 B AR 2 53X 5%
Gro FIRGERFRE, b5 EURF RV B 5% 138 i AR AT (S 54T R 0T T T 3kt e
HBATHISIRL

L IRATR T Petersen(2009)HEFE K J7i25, A Bl YAAE R MR R 447 ANARAT [N 3047 3% 25 (Cluster) [1] )9, #F 7T &5
WAL GRS,
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GER A Ty B 55T 1 S R FE IR T B AR T S0, A X TR £ A2 A R 5 U
W BUE AR ZE RV ? fE8 7 B 3 FIBR 4 b, FAT¥ LSloan 5 Deficit {552 B
Wi, 3% 7 (MR 3 W40, LSloan &2 ~1E, “LSloan * Deficit” /N &2, XEIFT KM EA
LU 1E 2 FECE R RO, H2 XM o8 REMBUE JIA R T FEAF AR B3
25, R 3a RIRGFF. EF 7 A 4 o, LSloan 3% Nf1, “LSloan * Deficit” %
ORI, XRBGE T EAA L5 1E S 2 SERFERIT IS, (ERAXM AR RTE
B S 555 . DRIk, R 3b RIRTE .

R 7 HTBRMBES. BRI EREREE SBRITHN

B 1 §§§§f B 3 §§§
An-E — REL
HA4F & =NPR “ROA R4F & =NPR “ROA
LSloan 0.053*** -0.022%** 0.071*** -0.038***
(3.45) (-4.74) (3.13) (-5.71)
Deficit 0.002 0.000 0.003** -0.001**
(1.39) (0.60) (2.56) (-2.05)
LSloan * Deficit -0.017 0.015***
(-1.52) (3.29)
State 0.003* -0.001 0.003* -0.001
(1.88) (-0.66) (1.76) (-0.52)
Loan 0.013 0.008 0.015 0.006
(1.09) (1.62) (1.25) (1.31)
Size 0.001 -0.001* 0.001 -0.001**
(0.91) (-1.89) (1.01) (-2.11)
GDPG -0.004 0.012 -0.007 0.015
(-0.10) (0.68) (-0.20) (0.84)
Constant -0.015 0.019*** -0.018 0.021***
(-0.79) (3.49) (-0.93) (3.92)
Year Controlled Controlled Controlled Controlled
N 283 283 283 283
R’ 0.4781 0.2032 0.4808 0.2217

2GR 7 [ A 22 50 15 ROt 3 R M AR AT 2 vl B 97 T 5 M T B
IR USR5 ST S8 950 2 (1H AN RS R A A A 25 22 50) A LR = Al (1)
FEHA A AR R AR O0 T, 30057 BURF I BUS T38RI 7 i PR AT 45 s 07 A 22 5 11K
W, SUHAFME, AP EWRNEZE . QFEHA KA FAELLT, 7 BUF I BUE
IR, TR AR AT 4 5 A 5RO E , SRS AN N (3) T BUR I
WU S, 3l T P L ARAT BTk e 7 AT 2 U0 1] Sk K L 2l w1 I (9 B 8 A A i
BRI . BRI, ST D ARAT AR A T RE T A T AT AR P

N TS ISAREN (1), 183 LML RN R B 7 O IR AL B, AR (2) A 2tk B E4T 23 A,
KIL“LSloan * Deficit™ JF AR Z (PR THME, 45 RARME), BILHEN Q) IFARL. T ik
HEN(2), Vo SCAF HRLAE 55 (2012) A%, SR AR 55 WL B 7 R BE S T e Lk AR AT
FIRESRAF AV BURF AN, BI AT AdMY S5 WO 587 g R A e, AEASETY (2) I B Ailt BB AT 2047
WK BL“LSloan * Deficit™Jf AN 2 (R TRa e, Z5A0RIRE), HEM(2)IFA AL, PISELE T
FRE AR A HEDN(3) o FRATTHE 72 58 0 8070 08 3 7 e MV ARAT Hh T B TR 0 A7 AR B AT
ONHEAT BRAR 23 HT M S 56 o

fi. e BEESERITR KR E R &
(=) W& KNS BT THR R IRE HE & B 4 BT
AP ABAT M, ARAT M2 i P ) 0047, T T HE BAERAT S B I b R E TR
W B B ) 4E H (Levine, 2003; Beatty and Liao, 2013). [k, FMARITRR 7 BA — Al
REFHHL, & BA W LEATIRERTERNOBREEIIN. B TR RN, S 176
HoH SRR 2 BTSSR HE 45 A T $(Loan Loss provision) . ek Js A8 #E #% 2 &
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SPERAT AR T B8 R AR [ R A5 2K 1T U $ PRI IR 7 4% o DY kU AL v & AN T R AEARAT 2 T BTt
HT i ELEE AR K. 7 Beatty and Liao(2013) A 7T 4% (2005-2012 438 [H @ ML ARAT) S5
TBAE HE A A A TR LA T RAT ST BT R Ry ik 56%. PRI, DY SR IBAE HE 2% il il
350 B B P ARAT 22 TS B R0 90 A B

Beatty et al.(2002)i# ik xf 25 [H b T #RAT FIaE ETARAT XS b b R B, ETTdRAT B T2
FIGEARTNTIAIIE S7, B 0] REE I O R0 EL V5% AN I 3R A0 e Rl % = A0 3 O A SR 47 TR 4R
ITBAMN T S RS54 . Huizinga and Laeven(2012) PA2E [ i b 17 i M\ ARAT AR 5T
FEARIDL, 7E 2008 FE4mfEHLIARE, FLARTT 2 w5 507~ R IR 0 AR DLk Sk 51 1 18
WM E R, FE T B RS B BT B AR D TR A PR R AR AE % B3 5 KR DK
WEZF )55 7743 28 AT A R 5 77 (B8 7 I A SR IME AR BT E N 40 ) 2 9 FF B 58 7~
(BB SO EZE S AT N 24345 28) . Bushman and Williams(2012)F1) 27 4N 5 k4R
AT IR T I 5 40 SR v b AR AT M o B R v % A BT 4R~ T A AR AR AT (5 B AR E A
375 B CRRAT THI I PR AT 58 20 55) » LR R IV AR AT S8 A ] BB T s U TG 305 an SR v 4R AT
(1) D IR 4 AR T 42 2 X R AT AR S XURS: A 28804t ot s By e s R AT B AN T i A vy XU
&30 Kilic et al.(2013) W] A3, FI| A OF R Ul AEL 14 £ A% H T H 5~ R 2 0 i Rk el AL v % it
MARGTFARIEL PG RS =,

AT R GTIRMEHE AR T 2 2 R, B2 mRAT IR E B . fEIATH (2%
IR WERRT, TR OEATMER A, H A RAT BT R A % R A
(Allowance for loan losses) NAETF A LB A (Tier 1 Capital), {HA] PLit N Fff & %A (Tier 2
Capital) . AT TH& TR HE 2 22D 2 v FE IR ARAT IR R AL &, ANTTIRZD T 8RAT 1)
O EA, (ERSIRT IS B Hik, SUTIHRISIR &I 5 — D EE S Flat i
R A B 1 FE R, Huizinga and Laeven(2012)#8 4, HH T Wa &3 1 0 T-m M ARAT A2 B
RTEARER, R R ARAT 2380 /D T H 32 DY kB v &5 SR 8145 M 8 B AT b o R R L AR AT
(A% O 8 AT R AR, LR B MV ARAT 2 R D U 38 DY VR T 2 DAkt i J T8 A M 8 sk
(Ahmed et al., 1999; Beatty and Liao, 2013).

MCHER AT LA, DI ARAT A SR A S LR A O B & T2 . 5 B AR AR AT 25181,
o ] R MV ARAT RIAE TG I R ST o 2, THR DR e & 22 9k D R, ek 7 L R AT A
OB, M FRAR R ARAT B O A TS AL 25, vk, WA B T 2 xd ML ARAT (o 8 U g
WATE, SRR BN RERE . Flun, 2006 FHME KA CRDRAT RS TEHR
WEBTE I (R1T)), BAFPROLHZ B ARAT I VPR B R —, Hodhle: “RETrg
S5 RN AR R B LRI RN 5 3G B R U ) 2 AR s R VT A RN 2 LA SR
o AN AT B 1) 32 AR R

FEWABUE 7K B 75, 30T e MV AR AT #5107 G 2 5530 T T DRk b 3R B sy, it 7y ]
AETEET TS PR UR I B AR AR, XT3l m I ARAT 0 2B g s R (e, A
RITKFERE) . B, XL paRAT S 7 IR K, T 3R DY A 25 11 S 200
S/, PERIR AL, WM RILH R &R E L. T R4, FRATTHA Y
T3 BURF I B 78K, 5 a5 B 2 5 3 1 DRk b 2 s ROk 1 7 M ERAT AAS R DR s 1)
I T T VAR AT 4 R DT R el AR 7 bk

() WIREEIMSHELE R
W SR PSR 45 2 e B D O A 3R Lt el T o R L AR AT ) i 2 v

L OARAT MR T % A R R P O LR A R AT 1.25%.

2 BARLEA AT DA W, Beatty and Liao(2013)H (& 3.

S b [ (R ARAT BA MR RHELE S S IR P I B HE SR 2 — B . SRIESS 2007 4E 7 A 3 HAARI (7

WARAT AR TS R RGBS MEDY M “TMARAT BEAR T B 2 5 R T TE 78 70 TR Rk Ak v 46 S5 5 TR

KRR F7, “TRITRAOIEROR AN BT A, ol A3 Se ok Asrmm . wAL

L BARAR ROTFEMDEBA . WEEARCREEN S B, ek, TGS, ’BE

BEARGHAIAR A5 Bk, EZOEARPIFAERET RN TR L.

* RS2 2011 4 5 ARAH (ST BEARAT AL SEitsr I AR SR L) (BRI K [2011]) 44 5)ER

ARAT PR3 % BAMET 2.5%. ZhsiEE 2012 45 1 A 1 HAFMASLiE, RAEEMRITN T 2013 FRFTE

Frs STIERGE BT, WEWNI R E Z R HE, FERIRATIAAR: BRI IBGR. YK

T E MR B MARIT ML S BEHLI RITE 2016 SRS RTIER s B RIBE I BAR FEak B ke  AME R 2 10
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AN 8 DT DR AR HE 2 A ST, AR FH Sk el 1 4 R AOR i B o ML ARAT THR SRR
HERS IR o ST BETIT 5, DR MR v £ AR A0 LAAT 2 T FE DY A v 25 A S T4 1)
SR, B R R P ML ARAT AE AN I R DR £ ) T S A, R DR AR A &R S
WK A (4) « (5)2K 531 B A6 Hh J7 ORI B8 7 (Deficit) (34K, 3k i s Mk 4R AT
P 1) 1 7 [ A 22555 T DR K L 2R A R AR Za0t T 08k Pk 45 Z [ 2l
Allowance = a + B, LSloan + ,Deficit + ,LSloanxDeficit + f,State + ,Loan +
BeSize + B,GDPG + Year effect+ ¢ (4)
Allowance = o + B, LSloan + f,Deficit + ,NPR + 3, NPRxDeficit + B,State +
BsLoan + B,Size + B,GDPG + Year effect+ ¢  (5)

FHE 8 MiAY 1 w1, LSloan AT Deficit YA 2%, (HZ2TERIAL 2 1, “LSloan * Deficit”
2N FAE 10%7KF T 238, 1X 3K B Bl & 17 BUR I BUE F1038 K, 38 e AR AT 45 Hh 7
A 2550 1 TR Bk bRy, DRIk & Rk, i TRk A M A 2555 1A R
HERLE M BUE S A R X AR E 2 (WK 7), DORIRAS BRI A R N 0T R
5 i T DA T R R A 2% () B A T AR 3R T R ML ARAT D Tk S M A R i A TR R
FIREAE S B ARG AT N SER . HE 8 MR 3 n A, NPR EENIE, Uil
AT RETHCR S, PR R, X5 T i S R e — 800 . a4
B, “NPR * Deficit” 3 N, FIHMEHE T BUFBUE 3R, A R OSECR & IR
P ARAT 2D SRR HE A TR . B2, R 8 HURIASE B3R A SO T, R I
JRF A I 3768, $ 1m) M 7 [ A 28 5 30 1 O Bl R R IR T s M AR AT AN R B CR = B 3m T
P P ARAT T4 1 D 3k DR AL 1 4 3 ek 2>

X 8 WHTBRMEBUE I S5HFRER

KZE &= Allowance yi- it R 2 FEA 3 PR 4
LSloan 0.033 0.064* -0.016 -0.017
(1.29) (1.77) (-0.94) (-1.10)
Deficit -0.001 0.001 -0.002 0.002
(-1.02) (0.55) (-1.47) (0.85)
LSloan * Deficit -0.027*
(-1.92)

NPR 0.867*** 1.103***
(3.67) (3.68)

NPR * Deficit -0.235**
(-2.03)
State 0.004* 0.004* 0.003* 0.002
(1.78) (1.79) (1.77) (1.41)
Loan -0.027 -0.023 -0.021 -0.016
(-1.28) (-1.12) (-1.26) (-0.98)

Size -0.002** -0.002* -0.002** -0.002**
(-2.15) (-1.88) (-2.57) (-2.45)
GDPG -0.032 -0.038 -0.004 -0.005
(-0.40) (-0.47) (-0.06) (-0.08)

Constant 0.078*** 0.070** 0.072%** 0.064***
(2.66) (2.44) (2.96) (2.65)

Year Controlled Controlled Controlled Controlled

N 203 203 203 203

R’ 0.0696 0.0781 0.3434 0.3670

N TP IRAIER 7 AR 4 45 R AT DARAT I BURE ERAT O, A TR
MRS GEH IR A FR RN 7 P 3 S BEAT [T UH . H13% 9 W, “LSloan * Deficit” R AERLAY 1
H (DT IR & SR ERAT A1) 2 2 D9 1, U W i A L ARAT 1) A7 B AT 9 BE S 2 2 4R Tl

AT W RALF REAE 2018 SFIERTIAbR . R, AEASSCROREATT FTIIEI Y, 3T PP ARAT (I R Ge bk B 4R
TR BEFIAR 26 RIS ZRIEE] 2.5%.
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DI ARAT 2 1k S

A Hf
TN

et A — SR, BB A BUT 336K, % s LA
7 9% L 3 1 M SR RIS BL ¥ 3% 5 0 1 M 47 54 T I b
AL e LI

9 WHBRMBUEA. RERERSRITHEN

— A 1. R 2.
RZE=ROA BRRERIEMET | RREREET
LSloan -0.045%** -0.046**
(-4.58) (-2.55)
Deficit -0.002*** -0.000
(-3.08) (-0.25)
LSloan * Deficit 0.019%** 0.017
(4.68) (1.61)
State -0.001 -0.001
(-0.67) (-0.23)
Loan 0.003 0.006
(0.65) (0.60)
Size -0.001 -0.001*
(-1.42) (-1.89)
GDPG -0.012 0.032
(-0.73) (0.88)
Constant 0.025** 0.028***
(2.44) (2.80)
Year Controlled Controlled
N 100 103
R° 0.3551 0.2194

N HRERSEKE R

ASCHFFE T H 77 BUR IV BUE F7 52 75 %68 R AR AT (5 BY 0 S m FE DY VR IR AT B RCR r= A4
S o SR 2005-2012 A3 [E 35 11 i ML ARAT BIREAS, FRATTAIE 7 2 B0 77 ORI I s 77 A2 5
WA RATE R E M EERN R BRI S, 87 BUR I BUL K, 4 I
T R RAT 5 ) b 5 B 22050 1T R Bk b 2 bk sy » 1T ELAS DY 98 YR BE 2 4% [y by A 2 5550
ITHVERAT &8 E m A Bk R A £ 12tk St 3t — 5 A 138 R BUE M IBUE 71 KA 4
ST P P ARAT H5 1 b [ A 2 5RO BT EE S s AR R ORGP ER R A5
TX 3 W3R T R P ARAT 23 38 8 AR B ERAT N OR N M R T

5 LA ORI 50 SRR AR PSS, AR ST T SCHE 1 Hp 3 T 7 ML R A T 0 T A Bk BUR 5
PV ERAT IR R A = . AL TS5 ENIE T La Porta et al.(2002) £ Hi (A 0T 4 il
BATH“BEAE W, BBUREHIRAT SRS TBUE R IEGA B, MAELyrE L EHE; F
ASCAH TR JZ IR A FE T 7 BUR 2 M AR AT (5 DY YR L B A AR i 2 5 HLH

AW AR BA B I BUR R S W 875 0 5 4 A FR b 5 IBURT RSB 28 5 5 K 107

Mo 2 S EOW T BURF 2651 A il XUz 53— 5T, IR 5238 TR 2 i B2 1T 7 2 K B B
WA BIHLE 515 BUR RS 0 L o PR, ST RAF A28 ek B AR, 523
7R (5373 RO R T 3750 PR 75 ISURT FD i 9 s 0 AR i < XU, B AT AR ) 8 3o (EE
ONEE B R BT — R I I AR S, ST T BURF OIS AL (%, 2013), JFH
RO A A5 B G IBEAZEIHL. e, EERBUR L ARAT (T3, RS s a1
REFTTHRARAT 2B B0 AR ARAT A5 DT D URNE B I B A, dEm Ay seih it
RN S
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