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Distribution pattern and expansion mechanism of financial institution
network in the Yangtze River Delta

JI Feifei"?, CHEN Wen'
(1. Nanjing Institute of Geography and Limnology, CAS, Nanjing 210008, China;
2. Nanjing Urban Planning Bureau, Nanjing 210029, China)

Abstract: Under the background of regional integration, flow of financial resources across regions is becoming
increasingly more frequent, leading to a demand for cross region financial services. By network analysis, this
study uses the theories of financial geography to explore how financial institutions distribute and expand in an in-
tegrated region under the background of market development, globalization, and local government's enterprise
orientation, information technology development, and integration. In theory, for maximizing the benefits under a
common market, financial resources might flow anywhere by using financial institutions as carrier rather than
stay in one node. In practice, however, such movement might be impeded by boundaries between cities. Based
on the study of the situation of financial institutions of 16 cities and distribution of city commercial banks in the
Yangtze River Delta (YRD), this article builds a financial institution network (city commercial bank network)
and measures its border effect and effective size of structure hole. The results show that: (1) The border effect of
Jiangsu Province dropped from 0.30 in 2007 to 0.22 in 2013, while the border effect of Zhejiang Province
reached 0.39 in 2013. Links between city commercial banks in different cities have become stronger, and increas-
ingly more financial institutions locate their subsidiaries to other cities, even expand across provincial borders.
As the border effect drops, the barrier between Jiangsu and Zhejiang Provinces might partly diminish along with
the expansion of banks. Moreover, it is clear that the distribution of city commercial banks shows hierarchical
structures. Shanghai as a financial center, along with Nanjing, Hangzhou, Ningbo, and Taizhou, serve as finan-
cial nodes in the financial institution network. (2) The expansion of city commercial banks is mainly restricted
by policies and regulations. But it is also affected by financial demands, historical and cultural factors, and the
banks' own condition and development strategies. Using Quadratic Assignment Procedure (QAP) to analyze the
driving forces, this study revealed that balance of loans per person, culture diversity, and self-control ability of
the local government of the revenue play important roles on city commercial bank expansion, while GDP per
capita, added value of financial rate, and administrative boundary are not important factors. If a city commercial
bank is controlled by a local government, financial development orientation of the local government will play a
major role, while economic development and industrial demand is the central cause of financial flows. In city
commercial banks dominated by foreign capital or private business, the location choice might be more flexible.
In addition, empirical study of financial network evolution of Bank of Nanjing lends some support to earlier anal-
ysis. This article discusses how to study financial institution expansion mechanism and financial flow network
from a geographical point of view. However, with the growth of city commercial banks in the Yangtze River Del-
ta, new factors might arise and the situation may change quickly. Thus further study will shed light on any new
situation. County level analysis might also reveal further details of the issues under discussion.

Key words: financial institution network; distribution pattern; expansion mechanism; city commercial bank; the

Yangtze River Delta



