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Abstract

This book is an applied study which expands traditional structure,
conduct and performance (SCP) mode and uses it to analyze the inter-
national competitive power of China’s banking industry under the back-
ground of financial openness.

The overall logics of the book are as follows;

At first the influence of foreign banks on the structure, conduct and
performance of China’s banking industry under financial openness is
measured and analyzed; then the “Market-Power Hypothesis” (MP hy-
pothesis) and the “Efficient-Structure Hypothesis” ( ES hypothesis )
are tested.and “structure-performance paradox” in China’s banking is
found while the cause of the paradox is excessive “financial regulation”
because of property right; then the influence of “financial regulation”
on the structure, conduct and performance of China’s banking industry is
also analyzed; above-mentioned studies show that foreign banks have had
a significant impact on domestic banks, at the same time, “financial
regulation” brings on that domestic banks are neither large nor strong,
therefore it is an urgent proposition to enhance the international competi-
tiveness of China’s banking industry; so in the following chapters it elab-
orates international competitiveness of China’s banks from the three as-
pects of competitive environment, competitive behavior and competitive
performance, and based on empirical results countermeasures to enhance

the international competitiveness are given.
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Chapter One is an introduction of topic background and signifi-
cance, summary, definition, theme and methodology.

The following three chapters contain academic and empirical studies
of impact of financial openness on the structure, conduct and perform-
ance of China’s banking industry based on “Expanded SCP Mode”.

In Chapter Two the impact of financial openness on the structure of
China’s banking industry originates from statistical data from 1980 to
2006 and characteristics of market structure of China’s banking should be
summed up as coexistent monopoly and excessive competition. From time
to time, the competition is gradually increasing, but it is not obvious in
the effect of financial opening.

Chapter Three analyzes such behaviors as pricing, differentiation
and organizational changes of China’s banking industry and concludes the
characteristics of administrative oligopoly market. In addition, the effect
of foreign banks on the structure, conduct and performance of domestic
banks under financial openness.

Chapter Four measures and analyses market performance of China’s
banks from 1985 to 2006 from the aspect of financial indicators and effi-
cient indicators, and makes an empirical investigation of impact of for-
eign-funded banks on China’s banking, that is, foreign banks’ entry
leads domestic banks to performance division.

Chapter Five re-examines the MP hypothesis and ES hypothesis,
empirical results and show that there is obvious structure-performance
paradox” in China’s banking while the cause of the paradox is excessive
“financial regulation” because of property right. In this view, the influence
of “financial regulation” on the “structure”, “conduct” and “perform-
ance” of China’s banking is based on “Expanded SCP Framework” in
three sections.

Based on above results, it concludes that “ financial openness”
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brings forward exteriorly the necessity for domestic banks to raise the in-

ternational competitiveness while “financial regulation” is a yoke. So
internally speaking, to break the financial control and improve interna-
tional competitiveness is also an inherent requirement for domestic banks.
Therefore the following chapters will focus on the problem of international
competitiveness.

Chapter Six analyzes China’s Bank’s international competitive envi-
ronment, and discusses four aspects of tax system, business model,
regulatory environment and institutional environment from the different
competitive environment of Chinese and foreign banks.

Chapter Seven makes analysis of international competitive conduct of

China’s banks. The book analyzes and compares domestic and foreign

banks’ innovation conduct mainly such businesses as bank cards,
online bank and financial management business which are highly compet-
itive in recent years.

Chapter Eight constructs international competitive evaluation system
of China’s banks based on the value-chain theory, makes an empirical
study with fuzzy evaluation and factor analysis method based on data. In
addition, it compares China’s bank competitiveness with the top 1000
banks in the world from a set of indicators.

The international competitive evaluation results show that

Firstly, Competitiveness of China’s major commercial banks fluctua-
ted largely over the past decade. On the whole, the competitiveness of
state-owned banks are mostly experienced a process of relatively strong,
the relative decline, gradually tending to stabilization otherwise joint-
stock banks are mostly becoming strong gradually from the relatively weak
position.

Secondly, the subentry competitiveness shows following situation :

(1) Competitiveness of preparing stage is a comparatively strong capacity
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of banks, but has declined in recent years. (2) Competitiveness of prof-
itability is a comparatively weak capacity of banks, and that of state-
owned banks is weaker than joint-stock banks. (3) Competitiveness of
guarantee and development is also one of the bank’s weak competitive-
ness, and that of state-owned banks is weaker than joint-stock banks,
too. (4) Accessorial competitiveness of most banks is not strong either.

Comparison of  international - competitiveness shows that China’s
banks have great gap with international big banks in a number of indica-
tors, *-but are showing a clear trend of improvement.

In the last chapter, the ways to improve China’s banks’ international
competitiveness are: in macro aspects to establishment equal revenue en-
vironment, consummate supervision of mix operation, perfect financial
supervision; in micro aspects to implement initiative liability manage-
ment, improve profitability of assets, strengthen risk control to reduce

non-performing load rate, raise auxiliary competitiveness.
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