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Abstract

The quality of corporate governing in state-controlling commercial
bank has concerns not only the safety of Chinese financial system but
also stabilization of national economic system. The global financial cri-
sis resulting from U. S. subprime mortgage crisis warns us again that
the corporate governing efficiency in bank even concerns the safety of
the world economy. The most effective governing and supervision
comes from the external, but the Chinese external supervisory mecha-
nism is now still in an unperfect and scarce status. So the banks need
urgently to supervise and restrict the managers depending on the inter-
nal supervisory mechanism, such as the directorate.

Through normative analysis and practical tests including case
study, this paper studies on the corporate governing in state-control-
ling commercial bank in China from four aspects, such as the directo-
rate governing theory of modern commercial banks and practice of for-
eign countries, the characters of Chinese state-controlling commercial
bank and its directorate governing, the influencing factors in directo-
rate governing efficiency in Chinese state-controlling commercial
bank, and the countermeasures in order to improve the directorate gov-
erning efficiency in Chinese state-controlling commercial bank. The main
contents and innovations of this paper are as follows;

Firstly, this paper expatiates on the commercial bank directorate



-2 PEEXRERBIRTESSOE

governing theories, such as Trust-Agency Theory and Agency Cost
Theory; and makes brief comments on them. It analyzes the character-
istics, criteria and development trend of directorate governing in for-
eign modern commercial bank comprehensively and systematical-
ly. This paper not only studies the patterns and characteristics of direc-
torate governing in bank in USA & UK, GER, and JPN etc. , but
also analyzes the criteria and development trend of directorate gover-
ning in foreign modern commercial bank.

Secondly, this paper analyzes the present status and governing
characteristics of Chinese state-controlling commercial bank compre-
hensively; studies the status and criteria of directorate system in Chi-
nese state-controlling commercial bank, and has reached several con-
clusions, such as the central role of party committee in corporate gov-
erning, the administrativization of directors’ selection and the inter-
nalization of directorate’s members, the weakening power of directo-
rate and the obscure limitation of directorate’s duty, the independent
directors lacking independent character, the construction of bank cul-
ture showing Chinese characteristics and so on.

Thirdly, this paper advances the concept of directorate governing
efficiency in commercial bank, which refers to the ratio of the directo-
rate governing income ( includes direct and indirect incomes) and
governing cost (includes construction and operation costs) of com-
mercial bank; it divides the influencing factors in directorate gover-
ning efficiency in commercial bank into two large aspects—external
factors and internal factors and develops them deeply. And the paper
also takes the directorate governing culture as the important factor
which influences directorate governing efficiency. Besides, system

construction, risk consciousness, democracy and harmony, and
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personal integrity culture should also be taken as the measuring fac-
tors. Based on the definition of research object in this paper, the au-
thor generalizes internal factors into six class — 1 indexes, twenty-six
class - 2 indexes, and thirty-seven class — 3 indexes, which con-
structes an index system to measure directorate governing efficiency in
Chinese state-controlling commercial bank.

Fourthly, this paper testes in practice the internal influencing
factors in directorate governing efficiency in Chinese state-controlling
commercial bank according to samples of 43 banks, of which 12
banks are state-controlling commercial banks in stock markets and 31
ones are municipal commercial banks from which we got relative da-
ta. This practical test makes descriptive statistics analysis first and
then, taking rate of return on common stockholders’ equity ( ROE)
and earnings per share as veriable explained, makes use of regression
analyzing and testing the correlation of influencing factors in directo-
rate governing and governing efficiency The results of research show
that directorate size has weak negative correlation with both ROE and
earnings per share, and larger directorate size in bank leads to the in-
crease of decision-making cost, which will exceed the consequent ad-
dition of income; proportion of independent director has non-distinct
positive correlation with both ROE and earnings per share, namely,
independent director can have limited positive effect on bank perform-
ance; salary of board chairman has non-distinct negative correlation
with both ROE and earnings per share, namely, the salary plan of
directorate chairman in bank is irrational, so it can not exert incentive
action; allowance of independent director has non-distinct negative
correlation with both ROE and earnings per share, namely, the inde-

pendent director’s promoting effect on bank performance is improving;
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the number of annual meeting times of directorate has non-distinet
negative correlation with ROE and non-distinct positive correlation
with earnings per share, namely, the number of annual meeting
times of directorate hasn’t virtual effect on bank performance; quantity
of directorate sub-commission has non-distinct negative correlation
with ROE and positive correlation with earnings per share, namely the
set-up of directorate sub-commission helps to improve bank perform-
ance.

Fifthly, the author of this paper puts forward countermeasures
about how to improve directorate governing efficiency in Chinese state-
controlling commercial bank in six aspects, such as perfecting laws
and regulations, improving public governing; deepening reformation
constantly, consummating market circumstance; optimizing directo-
rate structure, increasing decision-making efficiency; standardizing
directorate operation, enhancing directorate independent character;
innovating director prompting, intensifying director restriction; con-
structing directorate culture, advancing science development and

SO on.

Key words: State-controlling Commercial Bank Directorate
Governing Efficiency
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