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Can Diversified Operation Ease the Financial Distress of Local
Governments’ Financing Platform?
Based on Empirical Research of Financing Platform in Anhui

Province

WANG Minghu, LI Yanping
(School of Business, Anhui University of Technology, Ma’anshan 243002, China)

Abstract: Based on the basic theory of financing platform and diversified operation, using financial data from all kinds of
platforms which issued bonds in capital market from 2001 to 2008, this paper investigates whether diversified operation
can efficiently ease financial distress of local governments’ financing platforms. It is found that diversification of
ownership can improve the turnover speed and profitability, thus efficiently reducing the whole risk of financing
platforms. However, diversified industry has great effect on enhancing usage of funds for the platforms, but its usefulness
of improving profitability and controlling risk is not obvious. In general, diversified strategy eases the financial risk to
some extent. Further research finds that the reason why industry diversification has little effect on risk reduction is that the
financing platforms bear more debt in the process of industry diversification, which increases its financial risk.

Key Words: local governments’ financing platform; financial risk; enterprise financial decision; capital turnover;

industry diversification; ownership diversification; profitability
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