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Abstract

As a member of WTQO, China will reduce its control on foreign
capital’s entry into banking field. With regard to the forthcoming
challenge and competition in financial globalization, we should ded-
icate to further the reform of economic system, eliminate potential
hazard of our banking industry, optimize structure of banking in-
dustry organization, elevate the efficiency of credit resource alloca-
tion and china banks’ ability to compete in the market, and estab-
lish the national financial security system in globalization.

By applying the Industrial Organization Theory as an analysis
tool, the author delves into research on China banking industrial or-
ganization. Focusing on the promotion of efficiency of China bank-
ing industrial organization, the thesis conducts researches on such
topics in sequence and makes its own conclusions and policy advice,
as market structure of banking industry in China, the situation of
its competition and monopoly, the evolution trend of worldwide
banking industrial organization and its implication to the system
transition of state-owned banks, the relationship between banking
industrial structure and small and medium-sized business finance,
banking sector’ s open-up with regard to globalization and national
financial security, the strategies about optimization of banking in-
dustrial organization and banking supervision.

At first, the author gives an historical review on the Theory of
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Industrial organization. Based on this, the author summarizes the
new arguments about Theory of Industrial Organization and the
progress relative to research on financial industrial organization,
pointing out that the research conclusions on China banking indus-
trial organization could be more practical only when it is drawn un-
der such consideration that China is a transition economy and devel-
oping country. '

Chapter 1 examines China banking industrial structure and its
competition and monopoly in institutional evolution. Because of the
path dependence of reform and strict control on banking sector
from government, the state-owned banks monopoly credit market,
the non state-owned banks are evidently lack of ability to acquire
more clients, and the performance of whole banking sector is get-
ting worse and worse, Banking industrial structure in China is typi-
cally oligopolistic. Compared with other market economies, the ex-
tent of competition among banks of China is substantially low. The
scale economy of banking industry is not evident, while state-
owned banks are not in scale economy.

Chapter 2 focuses on the discussion of efficiency of banking in-
dustrial organization in China. The efficiency of financial resource
allocation of China is largely determined by the allocation efficiency
of the capital of banking sector, which account for 78% of the to-
tal. The author discusses double sides of efficiency of banking in-
dustrial organization in China under oligopolistic structure sepa-
rately (One is the micro business performance of every single bank,
the other is the macro credit allocation efficiency of whole banking
sector. ). The research indicates that state-owned banks which ac-

count for the main part of credit market, performed not only far
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worse than their international competitors, but worse than stock
commercial banks. The credit allocation in China is twisted and its
efficiency is low. As a result, state-owned banks have a large cap-
ital surplus, however, the small and medium-sized firms can’t get
loans.

Chapter 3 discusses the path selection of state-owned banks’
system transition, considering the evolution trend of banking in-
dustrial organization in main market economies. With the expan-
ding of financial globalization, generalization of universal banking
system, and development of Information technology revolution,
the trend of concentration and scale expanding in main market e-
conomies is more and more evident since 1990s. Based on this back-
ground, the author argues that the core problem of China banking
reform is to promote the efficiency of banking industrial organiza-
tion. The path selection of state-owned banks’ system transition
should pay the same attention to both the diversified property
structure reform and the industrial structure reform contributing to
reducing control on banking. To achieve this, the key point lies in
the cooperation between policies. At present, banking industry
should be entirély open to the investors from inside, especially to
those private investors. As to the capital from outside China, the
open-up should be step by step.

Chapter 4 provides a detailed discussion on the relationship be-
tween banking industrial structure and small and medium-sized
firms finance. The author argues that the lacuna of banking indus-
trial structure is the key reason that small and medium-sized firms
can’t get enough loans. Small and medium-sized firms are usually
financed indirectly. Compared with big banks, small banks have an
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advantage when they deal with loans to small and medium-sized
firms. Therefore, in order to compensate for the lacuna of banking
industrial structure, it is necessary to conduct market structure re-
form, which inciudes reducing government control on banking, de-
veloping small and medium— sized banks (especially private small
banks).

Finally, Chapter 5 focuses on banking sector’s open-up and fi-
nancial security in financial globalization. At the age of post Asia
Financial Crisis, one of the main task to establish national financial
security system is to construct a safe, stable, dynamic, and effi-
cient banking sector, because banking asset accounts for about
80% of financial asset in China. In terms of the banking open-up
experience from other countries and the coming challenges after
China’s entry into WTO, the author analyses banking fragility of
China, putting forward views of this thesis.

The core of China banking reform and construction of national fi-
nancial security system is the elevation of banking industrial organiza-
tion efficiency, which includes micro business performance efficiency
and macro credit allocation efficiency. The author points out that Chi-
na should further state-owned banks’ stock system reform to diversi-
fy their property structure, reduce its entry control on credit market
and introduce foreign banks step by step in order to improve the effi-
ciency of banking industrial organization, and strengthen the whole
banking sector’ s ability to compete. This is the right fundamental
strategy for China to construct national financial and banking security

system during post Asia Crisis era.
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