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Local Government Governance and Regional Financial Risk Mitigation
Based on the Risk Formation and Preventionof the Small Banks

Wang Shuguang & Wang Bin

[Abstract] Widely distributed regional small and medium—sized banks are a key link in regional financial
risk prevention, and their risk sources are closely related to the long—standing local governance model.
Combining the financial data of hundreds of regional small and medium—sized banks in the past 10 years
and the crisis cases of small and medium—sized banks in recent years, this paper finds that local government
governance influences the loan structure policy, corporate governance and external constraints and credit
environment of local banks at three levels, namely, land mortgage financing, major shareholder control and
local financial supervision, which lead to the accumulation of risks of regional small and medium—sized banks.
The risk resolution and prevention of local banks externally requires the construction of an information—sharing
regulatory system with the local financial supervision bureau as the core, and internally requires localities to
assume prudential responsibilities in equity reform and corporate governance, which fundamentally ensures
the reconstruction of incentive and constraint mechanisms and the transformation of governance models of
service—oriented local governments.

[Key Words] Regional Small and Medium—Sized Banks; Bank Risk; Local Government Governance;
Regional Financial Risk
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