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The Difficulties in Establishing Deposit Insurance
Corporations in China and Countermeasures

ZHANG Jian-jun

(Guangzhou Branch , People’ s Bank of China ,Guangzhou 510120, China)

Abstract: The author holds that when establishing a deposit insurance system in China,
the role of local government in resolving financial risks should be clearly defined and the bail
funds should be prorated between the deposit insurance corporation and local government. Ma-
jor state-owned banks enjoy state credit without paying anyting as if it were their own intangi-
ble asset. So,to force their participation in the deposit insurance means to ask them to pay for
such intangible assets. Presently, however, there is virtually no market discipline to bind the fi-
nancial institutons in China, therefore, the establishment of a deposit insurance system will not
give rise to any weakening of the effectiveness of market discipline.
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