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Abstract

As two kinds of important strategies of enterprises, diversification
and specialization take on some alternate character in the history of the
development of enterprises. A enterprise take any one of the strateges
have it’s very direct motivation; take diversification stratege to seek
for the economies of scope, take specialization strategy to get the
economies of scale.

Since 1980s, along with the deregulation of the financial services
industries , the developing of information techniques, the strongthen-
ning trend of “disintermediation” on financial structure, from some
developed countries of the USA, the UK, Japan, etc, an upsurge of
diversification emerged. In fact, the main object of the companies is
to get the economies of scope. But at the same time, some financial
enterprises are ongoing the restructuration of operations dispassionately,
in order to get to the state of specialization and refoucusing. Some
research on the U. S industry showed that nearly all of the major con-
glomerates have engaged in significant refocusing during the 1990s.

Although the turning up of the word “ the economies of scope”
was not far from today, but relative research is carrying on both theo-
retically and empirically in full swing. So far, still no one unified,

integrated, theory on the economies of scope in financial sectors exists.
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In china, the relative research works still keep at the it’s primary
phase: no systemic monograph on it, even the papers are very few.

This dissertation mainly from next six aspects to probes into the
issues of the economies of scope in financial sectors in China;

Chapter [ , Diversification and the Economies of Scope: Con-
cept and Theory. On definiting the concept of the economies of scope
of enterprise’s, the paper research some relative issues, such as the
category of enterprise’s diversification, the motivations of enterprise’s
diversification , the methods on how to measure the degree of enter-
prise’s diversification, the disadvantages of it, etc. Then bring up the
next idea; the two strateges of enterprise’s, mean, the diversification
and the specialization, are separately relate to the economies of scope
and the economies of scale. The follow is some analysis on the theory
of the economies of scope. At last, project that the root motivation of
the diversification in current international financial-sector is to get the
advantages of the economies of scope.

Chapter II , The Route, present situation and Problems of the
Diversification of China’s Financial industry. Along with China’s
reformation and Openning up, the financial industry system switched
from a traditional “unified and simplex” one to a new one gradually.
The new system contains many kinds of financial institutions, such as
commercial bank, securities institution, insurance company, invest-
ment funds, trust institution, and futures institution, etc. Simultane-
ously, the financial business is developing very fast because of the
continuous financial innovations. During the process of this, many
cross-border business and institutions emerged, such as various kinds

of diversificational financial products and conglomerate M&As. This
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chapter expounds on the whole prosess of the above.

Chapter I, Empirical Analysis on the Economies of Scope of
China’s Financial Industries Diversification. At first, established the
methodology and index system of empirical analysis. Then on the basis
of collecting and working up of the historical statistics of China’s 14
commercial banks’, give some relative-analysis on the data by the
means of cross-sectional structure, array of times, etc. The result of
the analysis indicates; diversification strategies of commercial banks in
China can not get desirable benefits of the economies of scope; the
four state-owned commercial banks’ effect of the economies of scope
are better than other commercial banks’; the two financial groups’
benefits of the economies of scope are better than other non-state-
owned commercial banks’; through diversification, the banks can
scatter financial risks to some degree.

Chapter IV, Risks and Supervision of China’s Financial Indus-
tries” Diversification. Financial Industries’ Diversification have it’ s
unique risks. These risks mainly embody at: the risks among the
financial industries pass on and infect to each other through cross-bor-
der business, re-organization of the institutions; these actions could
probably magnify the “systematic-risks”. But ideas on the opposite
side believe that the main function of financial diversification is to
scatter risks. Till now, no final conclusion has been accepted univer-
sally on this. China is on-going a revolution period, it’ diversification
have some remarkable symbols. According to international conventions
and relative experience, China should chose a unified “function-based
financial supervision system” in the future.

Chapter V, The choose of China’s financial industries’ institution-

. 3.
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mode to get the economies of scope. There are two typical mode of
financial diversification in present world; the “universal banking” mode,
which is represented by Germany; the “financial holding company”
mode, which represented by USA. Either of these two mode has it’s
advantages and disadvantages. On choosing the mode, the circumstances
of the country should be the critical factor. At the present time, china’s
financial industries are not advanced. This condition restrains that China
cannot practice the “universal banking” mode during a span of time,
besides, the “financial holding company” mode should be the objective
one. What 'more, China’s financial enterprises could take various kinds
of “strategic alliance” to get the economies of scope.

Chapter VI, The selection of China’s financial enterprises’strate-
gies to achieve the economies of scope: to diversify or to specialize on
the basis of “the corecompetence of the corporation” . Diversification
and specialization are two kinds of important strategies of financial en-
terprises. On choosing which one as the guiding strategy, an enter-
prise should decide by whether this strategy could help to improve
“the core competence of the corporation”. It is important to found and
improve “the core competence of the corporation” for financial enter-
prise’ diversification. Based on this criterion, China’s financial enter-
prises should choose the strategy due to the financial environment and
the situation of the enterprise itself, then take corresponding tactics to

strengthen “the core competence of the corporation”.
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