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Hop v ARRE | DMEZRW A E SRRy 1] AR A T IR 15 AR (R kR 1 R
R o BHEERIET MY Wind $dl 2, HHFERATH W6l 19754 F4848 VA, (PS, .GE, .RQ, .RL,
CC, WA 5 [ GG BUK - R BE B SR 5T HH AL A T i

ARICAE WOI 8RR R R IERE b R SR BUR R0, 27 WGI > 0, RBIZE A T [F
FAR PRI R R AT, S SE 50, R R R 1 [ 1 1R Z0A BRAR A 5838 5 4 WGT, <0, WIRWTiZ [E
AT GA PR R R0 2, 4, R R s 2 1Y ZOG BR R AR A 5835 . 51 AR IIE &
Institute, , 7€ XK (12) 5,

Institute, = L.wel, >0 (12)
0,WGI. <0

T Institute, 5 WGI, WiA7ZE S GEHRERL (1) 20, v LUK [ 536 B 22 22 5l P N R A [
FZE A MRFIEXT 5 2 G Bl AR RO MR . (11) R ARS8 6 536 PR 2 0] 4 Rl RS 32 IR 300
LR Horp o, R MR i B o N H00, BB A PL A2 T I 1 (B JC G 50 78 5 1Y)
LR 5 722 5[] (9 58 SCIURRIE (1 5200, PRI AS SCXF (11) 2RHEAT 740, 43 0 ST B AL (13)
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X5 (14) K,
Y, = a + Blnstitute, + yWGI, + uWGI + ¢, (13)
Y. = a + Blnstitute, + yWGI, + uinstitute, * WGI, + ¢, (14)

A SRR R g I DA = AN, I SCERE T (11) SNSRI 25 21, IR T
(13) A1 (14) X G IR A R AT AR . (HAFHE B0, WSR3 (RDD) MR AR 5 48 T 55
A A Xk A B P S M T AN AT () A 9 2 o [R] 4) 58 B R2 R, i SR T 1) & H 191 (VAR)
MELARTT i, BEAR AT DU A 50 W A5 et 1) 52 B 52 fE2 MY VAR Geit R “ 4R REiH L
IR EE , ToVEH FE 0 AR R 5 G RSE ) G 2 B TE G — IR RESE N AT 500, &l IR &
B, 25 RS AR SCI T8 IR S AR A S o T 7040 R B ] 536 AR 2R 50 38 % 4 S I 2 i), T
DI SCHEH T W7 5K 95 (RDD) B R AR s

T, SR

ASHR R AL [ 800 PR R S8 0 B RS2 B2 R . th T 2R BRIR R W 1o 3] 6 4> 14845,
GRIEEA 15 DRI, BRI BN ARLE 5 5 U 3 YR, BT AR SO T 90 41
H 270 PNGEITAGES , R BRI A RAR LA 1 M R AN THE R p (E, LU AE B R EUE, 4>
B R E ZA0 BAR R 523 0 G RS SE Rl T AR 2 KU 290K -5 2 WL B A e A e 145
Wi, SEARL S YRR R s BEAOR B TE 90 HGTiT R srh , 2otk ARZelh 5 5 38 U — 2 Y
SR E I 83 A1, (5 HE R E 92. 2% , UL [ 536 B 2R 19 58 35 1 S0 2 Xk < B ARUE 7 AR R
Wi, BRI ES R IR 2 285 Fim,

1. [ 206 BRAR 28 58 38 X G R LAG RS R 5201

*k2 ERERERAZTENABIMBE S HNRREE
HEE & E AL ~1
VABadL -2.5535",(0.001) [ 0.3428]
‘ VATotalC 35.2235%,(0.000)[0.4518]
TEIER G T4 (VA)
VAlIndividualC 31.9427* ,(0.000) [0.5940 ]
VACapital —1.0497*,(0.040) [ 0. 2435 ]
PSBadlL —2.1877*,(0.035)[0.2335]
\ PSTotalC 18.4327,(0.011)[0. 1808 ]
Bk e (PS)
PSIndividualC 19.2060 * , (0.000) [0.2915]
PSCapital -0.7677,(0.270)[0. 1171 ]
GEBadlL —3.0384",(0.000)[0.3234]
‘ GETotalC 37.6959 *, (0.000)[ 0. 4876 ]
WM E (GE)
GEIndividualC 34.8910%,(0.000) [ 0. 6496 ]
GECapital -1.6767",(0.002)[0.2652]
RQ Badl —2.4405" ,(0.004) [ 0. 3408 ]
RQTotalC 35.3993*,(0.000)[0.4118]
I 4 ACF (RQ)
RQIndividualC 35.4684* ,(0.000)[0.5751]
RQCapital -2.7723",(0.000) [ 0. 2509 ]
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%2
HEE R AL ~1

RLBadL -2.3138",(0.008) [0.2985]

RLTotalC 40.2357",(0.000) [ 0. 4546 ]

% (RL)

RLIndividualC 35.6639*,(0.000)[0.6050]

RLCapital —1.5247* ,(0.006)[0.2740]

CC BadL ~2.5535",(0.001)[0.3428]

\ CCTotalC 35.2235",(0.000) [0.4518]

B M5 (CC)

CClndividualC 31.9427*,(0.000)[0. 5940 ]

CCCapital —1.0497*,(0.040) [ 0. 2435]

T A IFIRAE 1% 5% 10% [ 5K R B35 O BORHIRE « GoiHiE s [ ] PR HIBI R P E 2R
OB IE . Wind 08 4 | E PR B T R4 24140 1FS B2 LA SR 4T WDI i 1%

TE A RALA R E Jr T B B, RO AR T IR RAE3CR Y R A a3/ T2, Ul R Z6 BRAK
FMTE 0 E R SR AS R SSPCR AL, &R @24, BPEH S GDP LLEW R
BONIE, Ut E 0060 BAA 2 5838 1 B 00 A AL S HAERBT 00 R Icss 236 , il AR AT I
1r] ] A Al 5 ELSF L A5 T sk A Bt 5 i B8 0, R I AR T o LS e o X R G ER T T Y
fEE 5 GDP LB REK T, U E ZO6 A R 588 M B K S ke, Jm RA R AR E T,
SR 2B RE TR, T ARG 02 5 e . AR SR Ll RBUNTE AT RE & TR %K
TRBR R 5 35 1 B R A BRI, T AT ZE RS WA S H X & s R e i 4e
I AR = iR 0. 6496, HHFASCHI SR 30 I 31 214 NEZK 20 4R WGI 5 4
AlES e febn , A 121 J7 2080 A0, RG] LK1 B 0 R S0 45 R LA AT MR, SR 6ok Uk, B K6
PR R 8050 38 1) [ 52 1) 4 D LA AR

2. EZIA R R 5836 X6 4 T R B 5%

%3 ERXGERRTEN 2B THREZHMAREER
HRE EEE BA 2 ~1

VAValueR 21.6943 " ,(0.002)[0.2273]

FEER G E FH (VA) VAMarketV 0.0023, (0.862)[0.0142]
VAForeignl 1542.26™,(0.019) [ 0. 1044 ]
PSValueR 19.7118 ™, (0. 043) [ 0. 0767 ]
Brib B e (PS) PSMarketV —-0.0168 " ,(0.342)[0.0166 ]
PSForeignl 290. 6621, (0.703) [0. 0369 ]
GEValueR 29.0534 " ,(0.000)[0.2520]
B R % (GE) GEMarketV ~0.0095, (0.471)[0. 0095 ]
GEForeignl 2115.722*,(0.002)[ 0. 1219]
RQValueR 28.2386",(0.001)[0.1907]

¥ % A (RQ) RQMarketV 0. 0008, (0.957) [0. 0227 ]
RQForeignl 1398.479 ™, (0.050) [ 0. 0827 ]
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%3
BHEE HE & A2 ~1

RLValueR 20. 0693, (0.011) [0. 1973 ]

% (RL) RLMarketV -0. 0063, (0.650) [0. 0091 ]
RLForeignl 1531.91",(0.035) [ 0. 0999 ]

CCValueR 21.6943",(0.002) [0.2273]

Ji5 W4 (CC) CCMarketV 0.0023",(0.862)[0.0142]
CCForeignl 1542.263 (0. 019) [ 0. 1044 ]

T BNRIRTE 1% 5% 10% W BEMEAKCE T B3 O OARRE «SETT a5 [ ] N AR B D R AL

BERLSR U . Wind i e | 1 B 6% T 5L 4 2400 1F'S 08 e LU 1 L4047 WDI 5508 1%

TE 4 Al T 3758608 O 1« R T AETEAS 3 ELAUS B A AR A B R &5 2R U5 B iR Iy R A
0. 0091, HAS i 3 178 B R 2 b1l 24w n BT {8, B RH [ SR IR R 58 385 -5 4 Rl 1T 3 1) 246 %) RIS 7
BB WIRIRFR . B W | 1 Z0A PR 2 B 5E 36 1 [ K 100 E T 2 w)ETT(EL 7 GDP 1Y 3R
e, UL S [ R B Rl T S Al . [ G0A BIAR 2B 58 38 1 1 ZE RYIEZR B0 26 I A B R
VLA BRI B B MZE AR K S8, IS 2 R a8 mm BB E K, BACkE | Fni
TR 2R 5838 5 A Rl T 37 10 A AR BG4 N A B 38 3 R E AR SG , 7 4 il i 37 2 A b Rl o ) — ik
2, BRI AT RIIA Ry [ G236 AR 3 58 8 R SR 2 5 1 il 5% 5 & e 31 1 — 8 By IE TR R

3. EIGRIA R ZR 5138 X6 A0 XU 24 T 1) 5 1)

*4 EREEERRTEM BN m R g R
HXE HEE HA 3~
VADebt 14.7990 **, (0.050) [ 0. 3594 ]
) VADeposit -0.1260™,(0.017)[0.0739]
TEIE A [F S H (VA)
VADInvestment 4.8877,(0.131)[0. 0160 |
VACurrentA 0.3929 ™, (0.090) [ 0. 0492 ]
PSDebt 13. 1673, (0. 137) [0. 1829 ]
‘ PSDeposit ~0.0919 ", (0. 098) [ 0. 0655 ]
s R (PS)
PSDInvestment 100512, (0.002) [0. 0598 ]
PSCurrentA -0.1324,(0.616) [ 0. 0058 ]
GEDebt 22.7516" ,(0.001) [ 0. 4092 ]
B GEDeposit ~0.1265,(0.017)[0.0709]
BT R (GE)
GEDInvestment 4.6696,(0.152)[0.0152]
GECurrentA 0. 0898 , (0. 708 ) [ 0. 0054 ]
RODebt 23.4235" ,(0.002) [0. 3041 ]
RODeposit ~0.1342°,(0.015) 0. 0761 ]
% AT (RQ)
RODInvestment 4.7407,(0.152)[0. 0155 ]
ROCurrentA 0.1299. (0. 613)[0. 0022 ]
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Hk4
HRE HxE A3~
RLDebt 15. 8685, (0. 034) [ 0. 3735 ]
RLDeposit -0.0913™,(0.095)[0. 0675 ]
I (RL) )
RLDInvestment 6.22227,(0.065) [0.0233]
RILCurrentA 0.3619, (0. 147) [ 0. 0445 |
CCDebt 14.7990*, (0. 050) [ 0. 3594 ]
\ CCDeposit ~0.1260™,(0.017)[0.0739 ]
&5 T A5 4 (CC)
CCDInvestment 4.8877,(0.131)[0. 0160 |
CCCurrentA 0.3929 ", (0.090) [ 0. 0492 ]

He A ERIRTE 1% 5% 10% [ S35 KT 2355 () PURARRE ¢ SEt i [ ] ORI P Rk
ORISR . Wind B0 4 | I BR 62 TR 4140 1FS B0 A LA AR T WDI B 4

TEANER RS 29 RT3 T, 45 R AR /K S 2 R GE T 8.3 . Bl W, [ 506 FRA 28 B SE 35 19 1 22 10
T ftd GDP A L EBOR (REONIE) , i T sk o5 o m B A Bt RE T, IR e R ¢
TR ZR 5835 T LARRAR B XU . SR BB i i A R AR T2, U [ 5006 IR 2 e
114 1 S 5 W5 | SN 4 B T, S R 2 2 fhy T R A AR 15 [ R o 3, &2 i H
ZER R R T, Ul B 500 A 2 b 5e 38 1) [ 2 1) 1 T RE B, IR B 30 R T Y
Al & EFFAT AT RELLZE Y F Al i) A R s FE N P 9 295 o S Y R BOR 2 0kt 1l fig
T PR I 06 PR 2R 5238 1) 16 R ) G Bl PRI AGE | N K5 BEOR 200 4 R Bl 11 2% 2 AN B A XU
RMRE B Tt GDP e HE RPLE B I 8 T A S i AR LA B A LD S 2 T 2
AU L , 7 HR RS NRR KBS 24T SR 5 1T , 1 506 PR 2R S S8 SN 1 sh S i PR 17 i UG

4. [ SR B 2R 58 38 X 75 W28 T B JER PO 32 )

%5 ERXREERRTENENZFREELREY HHHRER
HEE 3 s A4~
VAGDP —1.0467",(0.002)[0. 1267 ]
‘ VACPI -1.2092,(0.255)[0.1510]
EER G ] FH (VA)
VAM2 20. 4268, (0.000) [ 0. 3667 ]
VATax ~5.1297,(0.237)[0. 0622 ]
PSGDP —0. 6150, (0.088) [ 0. 0852 ]
k PSCPI —4.0680",(0.001)[0.1020]
Bt e (PS)
PSM2 14.6511*,(0.010)[0. 1730]
PSTax —10.1322™,(0.027) [ 0. 0655 ]
GEGDP -0.9325",(0.008)[0.1114]
‘ GECPI —3.5971*,(0.001)[0.1332]
B (GE)
GEM2 24.7455% ,(0.000) [0. 4019 ]
GETax —11.9639 ", (0.006) [ 0. 0908 ]
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5ks
HEE R A4 ~1
ROGDP ~-0.9094" ,(0.010)[0.1177]
RQCPI —4.6256",(0.000)[0. 1478 ]
i B ACF (RO)
ROM2 26.9804 , (0.000) [0.3365]
RQTax —10. 4486 ™, (0. 022) [ 0. 0844 ]
RLGDP —0.9133",(0.010)[0. 1291 ]
RLCPI ~2.5925* (0.022)[0.1532]
%% (RL)
RLM2 24.9780° ,(0.000) [0.3790 ]
RLTax -9.4939,(0.037)[0.0722]
CCGDP ~1.0467",(0.002)[0.1267]
‘ ccepl ~1.2092,(0.255)[0.1510]
B Ik (CC)
cCM2 20. 4268, (0.000)[0.3667]
CCTax ~5.1297,(0.237)[0. 0622 ]

VEL A BIFIRAE 1% 5% 10% W0 EPEAT TR O PR BT [ PR G b R
VORIICUE - Wind BOH i | R BR 52 T 36 42 4140 IFS $CH e L K% HESRAR AT WDI ¥ e

P TR 2% A B e JR 5 TR« Fh T 2 W8 B O {gt B & 2 BB 015 oy 4 Rl o B 4L 50 5 1) il B8 3R B
55304 DRk B B 0% 1 3 4 ZH UMK AT ER oK R M DR A T S RS AR bRl i AR R
Bl R, B GIR AR R SEE 5 HGE DR KRR AR, i B RS Ak B UK PR AR, —
AP ARV 5B EREAR B 22 W26 5 B B AR G A T & al R e & & . M2/GDP 19 R4
KFFE, U EZGHER R M EZ R M A TR E NS F Uit ATt 2 SR80k -
ik, (FL3K 6 [ G oA HH B B R | 3% ] BB PR Oy [ TR BRAA 3R 50 38 1 B R — MR 4R 0 LU R R 1Y
ER, Tl 5 m R E R FE S, R T3 208 M & AT B & 19 gon , t M 5 —A4~
M T X S [ A AR H R 2 . GDP ARG K A R ECh 71, il RS2 th T E 16 BUA &
SERE I EI B LU B, et & TR e 3R 2 5 2R U e i I RSO R B R
[FIE, T Tr R B Y TR, T AT A S I LS A 4 A F TR R e e 5 250
Frgii

5. WA

ARG S AR R R T RETS BRAE A P AR PR RS, oy g, SRR (1) P, BT 7R
RSt BRI WeI, AR AR S T B SG R R B SN , 43 2
EIEACS R TR (VA) (BORTRENE (PS) (BUNRURE (GE) M4 /KT (RQ) AT (RL) DL JE W Hs
Hil(CC) , A LB 18 E 2L A AR S AR o R, R MEAR AL (11) U I AR @ FoRFRE M E A, A
SCEFXT 214 AN 1996 4F- 2 2017 4F R %CE 43 313 B AR AR 23 18] Y A9 50 01 2R 08, S 0 B e AR 2 (]
DA S 0 B0, A5 B0 B 1R G 0 R 06 PR R AR AR 5 A RS e AR AR 1 S P, de KRR B L RE T
B P 50 0 TC R 5 R, AR SCHE SR UERARY (1) 2U3E b b 51 A R TR 38 LA 2 5 4 (13) X5
(14) 3 kAR50 E ZOG PR R w38 5 Sl e e i AR LM AR E . VBOR U, A4 il A% i J5 ] LA
BT M B/ REA R 22, W0sE AR P 757 SR 20 A 1 R A TR N R B0 AR 1 ) e T HRRE , AR S
It DA AR RS F T ISR R . MR BRI AR SRR , 0 AR i 2 () B B R
fiE, Z51C LA A 2B B 5, T DR s 04 PN A e ) 2 A5 38 T S i s
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7.

AN i tons T 67§ =

1. W5 dsie

AR S SR BB AR AR AT T IR PR R AR A AR A LB 7E LIRS b R 4
BR 214 DEZK 1996—2017 419 121 T34 508 , WBUA TR E P UM AR 8 Mk i 36 15 A 5 )
TR WA /K I S 75 AN D7 T SCUE AR 56 T [ SRR B R 0 & RS IS 2k, A5 314518
mr.

(1) EZRIGHA R MoE M E K, SRR KB OEZCREAR , 4 bR iR i f2e 4 Bk AR
A B ) [ PN il G L I PN 44 T Tk Bt i skl e 7, B P4 P o BT g 5 o A R A 1Y
AT, 4 AT A 228 8 158, FANAR B o LE s

(2) EIZIAHAAR R 56355 4 Ml T 3 1) 22 25 RN 4% 08 B n R 0 o TE AR G, DRI 6] 3R 36 B AA R 58 3%
X SR B AL 5 & B S T — & IR R

(3) EZIRBIAR R B0 E &, W sh 65 GDP Ay b Sk, 4 gl XU /N, 25 5 W 5 | oh i
(B REA% 7, T RE ) TS

(4) B 50 HRAAR 200535 1) [ 5 38 kR B, 17 ELJ B 5 Al i B UK St 241K

2. BUREIL

] 5 3 BRAA 2R (7% ) Sl 1A 7 o U0 A R 256 4 R e T B 8 1 s R (R AR R0
FIR PR R AR RS E BRI R B, BB S T 5N 5 [ 2336 BRAR 28 0 AH DG i B
B, ANWHESE [E Z6 B R A FERE B M R G 50 4% VR R B 1T S I EE AR R
JFH 58 38 1) I 3R 3 BRAA 200 9 0 4 il XUBS: R 4 4 4 e . LREE AN T . (1) 7EAR 2F 4 A LA i
E 5T, RSO SR F ML AR AT T ) R, B A T ORI AR TS TR S S & 2R AT IR
TROWARAT I ML S ST IR A A AL, (2) FEAR 4 mh T ke i, U™ A%
WA A A BT ™ D T A iy S A T 55 R, A WA R B S S ) B o, A AR
FEBARBE SR TT AN IE W 32 5 EE . (3) FEG M AN b 7 1, E iU R 5 [ 52 ) 5 W AR i sh
ARG L O Al A e T, 5 R U 3R B AR A b A2 35 1 A, R P 32 i A4 4l )
25, B L XE R Y A A 40558 AL 2 S, SRk b B T IR R A8 S M, (4) ek g2
R85 fi BRE T, A DU o A T IO SR (R38R, A 404 T B B8 A e e ik, oo B R 1 5 W T 2 R 2
TERY S SR IO 488 g oy XoF 58 R BE T, stk il 1 5 2 SRS IG5
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Does State Governance System Establishment Contribute to National

Financial Stability? Based on Empirical Analysis of 214 Countries

HE Guo-hua', TONG Jing'”
(1. Economics and Management School, Wuhan University , Wuhan , Hubei 430072 , China;

2. International College, Central South University of Forestry and Technology , Changsha, Hunan,410004 , China)
Abstract: This paper first constructs a macroeconomic model theoretically to illustrate the reasons for the differentiated
effects of state governance system establishment on financial stability. Then, based on the World Bank Worldwide
Governance Indicator ( WGI) and IMF Financial Soundness Indicator ( FSI), empirical evidence contributes to this
literature by employing Regression Discontinuity Design ( RDD) methodology and a unique data set of 1. 21million data
collected from 214 countries during the period from 1996 to 2017 ,which is consistent with our theoretical predictions. The
main results show that excellent state governance system exerts a significant and positive impact on financial stability. We
also find consistent evidence that it not only could boost financial institutions stability and macroeconomic sound
development, but alleviate the influence of external risks and enhance the real economy financing improvement. We extract
some implications for the government authorities to promote state governance system establishment and modernization.
Therefore, the government should propose some ways forward to construct a systematically complete, scientifically regulatory
and effectively operating institutional system to maintain financial stability and prevent financial risks accordingly.

State Governance System is a series of systematic institutions, including economics, political, cultural, social and
ecological civilization etc, which is a set of coordinated and related national institutions. Most of the scholars believe that
improved state governance system will bring up positive effectiveness of financial stability. While the prior research focus on
economic institutions, like monetary policy, regulation policy, fiscal and taxation policy and industry policy etc, lack of the
overall theoretical research of political institutions, such as political stability, government effectiveness, corruption control,
voice and responsibility, regulation level and law etc. So lack of overall research of state governance system may lead to
unknowing about impact of financial stability and more difficult to raise policy suggestions about improving financial stability
system establishment.

It is difficult to make theoretical research about the impact of political institutions on financial stability with two main
reasons. First, it is hard to find convincing substitute variables for institutions and financial stability. So there is no way to
establish model to analyze path to the impact of state governance system on financial stability and there exist doubts of the
channel of the path. The second reason is it is hard to get long-term believable sample data about political institution,
which is different from short-term and obvious impacts of economic institutions. And without the long-term sample data, the
research result cannot be convincing and cannot rule out occasional political events impacts. The World Bank established
WGI indicators in 1996 and made objective evaluation about state governance system establishment of different countries in
the whole world. The indicators range from —2.5 -2.5,of which —2.5 is the worst situation and 2. 5 is the best situation
based on 0 as a critical point.

We have made some combinations with state governance indicators and financial stability based on six indicators, such
as voice and accountability, political stability, absence of violence, government effectiveness, regulatory quality, rule of
law and control of corruption. The result shows that the better state governance quality the lower the bad loan ratio and the
higher the domestic controllable loan ratio. These two pictures have shown the same result that the higher the state
governance quality, the higher the financial stability. The result is persuasive because we employ the data from 1996 to
2017 in 214 different countries, which arouses our curiosity: What is the logical mechanism about the relationship between
the state governance system establishment and financial stability? In which way the state governance system establishment
could promote financial stability? How to maintain financial stability through state governance system establishment?
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