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The Effect of Banking Supervision on the
Evolution of Banking Structure:In a
Perspective of Supervision on Market

Access and Business Scope

FAN Xiao-yun., XIAO Li-sheng, WANG Bo

(School of Economics, Nankai University., Tianjin 30071, China)

Abstract; The paper takes banking concentration as a proxy variable of
banking structure and analyzes empirically the impact of supervision on mar-
ket access and business scope on banking structure. The results show that
the restrictions on market access of domestic banks increase banking concen-
tration, but the ones on market access of foreign banks reduce banking con-
centration. Developing countries are more sensitive to the restrictions on
banks’ participation of securities business and developed countries are more
sensitive to the restrictions on banks’ participation of insurance and real es-
tate business. By introducing the cross term into the basic econometric mod-
el, it finds that the release of foreign banks’ access enhances the marginal
effects of supervision on banks’ business scope on bank concentration.

Key words: banking supervision; banking structure; business scope;
market access
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