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According to the trend of development of the international finance,
mixed-operation of financial sector is inevitable. The competition among the
various financial systems is not only based on market, but also embodied by gi-
ant financial groups. In order to play an important role in the international
finance, China’s financial systém should advance the marketable reform and
develop in the mixed-operation. As a transition between the separate operation
system and the universal banking system, the financial holding corporation may
be a practical choice for the Chinese financial system to transfer from separate-
operation to the mixed-operation. Focusing on the development pattern of
Chinese financial Holding Corporation, this dissertation is more practical and
theoretical.

This dissertation consists of 6 chapters. The introduction mainly in-
troduces the significance and purpose of the dissertation, the study
theme, train of thoughts and methods. Chapter 1 summarizes the interna-
tional empirical evidence of the financial holding corporation. It describes
the international practice of financial holdings from the different states and
enterprise point of view, which not only explores how the financial sectors
of the US and UK have developed from separate-operation to mixed-opera-
tion, but also addresses how the original mixed-operation countries, e. g
German etc. have further improved the mixed-operation system. Besides,
it illustrates the potential risks of mixed-operation and their current per-
formance, with some famous striving cases of the international financial
holdings. And it is concluded that financial holding corporation is the
result of capability accumulation and natural selection. In Chapter 2, the

dissertation makes a relatively completed summary of the current research

4



-

development of the financial holding corporation. Firstly, it shows a
general statement about theoretical and practical study literatures for the
diversified risks and benefits of the financial agencies. Secondly, it repre-
sents current theoretical foundation and exploration progress for the fi-
nancial mixed-operation. Current research presents diversification, homo-
geneity of financial assets, and the financial talent, those three theoretical
explanations of which are to explain the development logic of financial
agencies. However there are some limitations. The conclusion of this
chapter is basically that the current research hasn’t produced a clear cogni-
tion for financial holding, because there are still a lot of unsolved prob-
lems needed to be studied, and the theory needs to be advanced further,
In Chapter 3, it brings forward a development model of financial Holding
Corporation, namely risk-capacity-return model. Starting with theoretical
framework of diversified explanation of Teece (1982), it points out that
the diversification of financial agency needs to possess independently abili-
ty congregation. Under these circumstances, it refers to the risk-capacity-
return model, which illustrates that facing with high uncertain risk, some
kind of capacity must be possessed and brought up in order to get high
benefits. In Chapter 4, the problems about Chinese financial holding sta-
tus and outstanding are analyzed. Many various Chinese enterprises have
been carrying out exploration of financial holding, for different purpose
and in different ways. In such a newly and shunting institutional circum-
stance in China, it leads to problems in many aspects. Chapter 5 discusses
the development models of Chinese financial holding corporation. Firstly,
it adds up the special institutional factors of China to risk-capacity-return
model, which can illustrate that the management of financial holding is

the best startup of the mixed-operation of China’s finance. Moreover, the
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operating models of Chinese financial holding and the future direction of
them are analyzed. In Chapter 6, summarized are the whole dissertation,
the essential conclusion and those fields to be further studied.

The Contributions are made in this dissertation as following

Firstly, it presents a relatively sufficient and integrated theoretical
explanation for diversification of financial agencies. In current research,
the universal banking system and collectivized trend of finance are unable
to be sufficiently explained, and the logic of them is not very clear. Based
on the summary of mixed-operation exploration related to states and finan-
cial groups as well as current research findings, the dissertation presents
the risk-capability-returns model centered on concept of business capabili-
ty. From this viewpoint, since business diversification of financial agency
is facing different risks and proceeds from those in professional operation,
the financial agency would have to own independent collection of capabili-
ties in order to control risks and gain profits. Nevertheless, all of these
bran-new capabilities are entirely different from the excess resources
defined by Teece (1982). The explanation framework related to excess re-
sources plusing dealing cost of Teece (1982) can only illuminate the possi-
bility of diversification, and is unable to show its necessity. Moreover,
the theory of homogeneity of financial assets can not explain reasons why
omnipotence is not the choice of all financial agencies at large, but just the
choice of part of financial agencies possessing some preconditions. Though
the theory of financial talent emphasizes the importance of capability in
the development of financial agencies and division of work, it is unable to
have cognizance of the point that diversification of financial agency has to
possess the independent collection of capabilities. Furthermore, it intro-

duces the impact made by Chinese banking system on risk-capability-
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return model, and it discusses the changes aroused by it. It is found out
that risks and returns from technical aspect not only represent in different
ways, but produce some special risks and returns, especially returns that
have the trend converted into potential risks. Therefore, to carry out
mixed-operation exploration in China has to be equipped with more and
high capabilities.

Secondly, the dissertation presents an idea that the financial mixed-opera-
tion exploration in China should take executive financial holding corporations as
the initiator. The reason is that not only the development logic of financial
holding corporation requires the management oriented financial mixed-operation
at the very beginning, but also the reality in China objectively determines this
form of corporation. For lagging self-reformation and non-performing loans,
the dominant financial businesses (4 State Commercial Banks) had already pur-
sued some explorations, but they still can impossibly become the dominators in
a relatively brief period of time. At the same time the moderate strategy also
requires mixed-operation exploration of dominant financial businesses and it
should be discreetly put in practice. Despite of having done some explorations,
other financial organizations still have defectiveness for unsteady major opera-
tions. Although industrial group has a great impulsion for mixed-operation ex-
ploration, their orientation to industrial service aggravates their risks, so they
are unable to become candidates. The parent company of managing financial
Holding Corporation is neutral in business benefit and more independent. Mo-
reover, they can pursue the mixed-operation exploration at leisure. According
to the financial moderate development strategy in China, it is necessary for
them to become the initiator of financial mixed-operation exploration in China.
And yet such strategy has not been put forward until it is explicitly presented.

Thirdly, for development of financial holdings and designation of
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operating model, it especially emphasizes the capability factor, and it is
thought to be crucial. Not only gaining potential proceeds of financial
mixed-operation requires capability, but also controlling risk needs the
same thing. Actually, financial Holding Corporation represents a brand-
new financial payoff pattern, and needs the capability architecture formed
by financial agencies, which is fully different from those specialization op-
erations. In the brand-new payoff model, the basic, matching and trans-
ferring capabilities of financial agencies have fully new representations.
The basic managing ability requires more and higher standards, and needs
to establish and train independent diversification capabilities. At the same
time it should be emphasized to breed interim capabilities. In China, it
would regard the growth of financial Holding Corporation as the accumu-
lating capability and process of growth. And it does not agree to that
proposition emphasizing the inevitability and possibility but ignoring the
necessary capability.

The basic conclusion is that the development and pattern-formed financial
holding corporation should be based on the capability as the center, take the ef-
fective control on risks as the precondition and core, and form up the capability
to gain profits as the supportive force. In the end, the development of financial

mixed-operation can be forgoing ahead in China,
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