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Abstract: Owing to the defective mechanisms of rate-formation and banking market-exit, some
structural problems in China banking industry such as extensive competition and financing of
SME are becoming more and more protruding, which bring the banking authority in a great
dilemma while making market-entry approval. This paper reviews the relevant regulations on
banking market-entry in China and analyzes the banking licensing systems in some developed
countries. It then presents the suggestion on establishing a banking licensing system in China so as
to create a multi-tiered banking industry and help to enhance competitiveness and efficiency of the
industry as a whole.
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