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The Banking Industry in China

[ /Y $R 1T AL

1948 £ EARBARL, REFPERTLABTHFONREE, £
HTEAHENES, BARKEFHE-THR, PERITLELEL
TEHLRWEE, REHRAFEARBRTYTARST, EABRAL
BATH R, REMET. RO HE LETERTIMA T2 TN
RITEE R

he establishment of the People’s Bank of China (hereafter referred to as

PBC) in 1948 marked the beginning of a new chapter in the Chinese

banking history. Through five decades of evolution, particularly nearly

two decades of reform and opening to the outside world, China’s bank-

ing sector has entered a stage of vigorous development. With PBC as the cen-

tral bank, the current banking system in China consists mainly of wholly

state-owned commercial banks, which coexist and cooperate with policy banks

and joint-equity commercial banks operating in their respective authorized
business domains.

With its headquarters in Beijing, PBC maintained, as of end-1996, 2450

subordinate establishments. Under the all-in-one monopolistic banking sys-
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tem, which lasted until 1978, PBC engaged in both central banking and com-
mercial banking operations. During the course of the reform and opening up,
some specialized banks and financial institutions were established or restored
and took over part of PBC’s business activities. In order to strengthen the cen-
tral bank’s capacity for macroeconomic management, the State Council made a
decision in 1984 for PBC to function as a central bank. Following this deci-
sion, a central banking system began to take shape. However, PBC’s transi-
tion toward a full-fledged central bank turned out to be a long process. The fi-
nancial sector reform in China entered a new phase in the latter half of 1993
when The State Council Decision on Financial Reform defined the PBC'’s key
functions as: to formulate and implement monetary policy so as to maintain
the stability of the currency; and to exercise firm supervision over the financial
institutions to ensure the safe and effective functioning of the financial system.

The central banking system was further strengthened when PBC’s legal
status as China’s central bank was specified by the Law of the People’s Repub-
lic of China on the People’s Bank of China enacted by the Third Plenary Ses-
sion of the Eighth National People’s Congress in March, 1995. The central
bank law provides that PBC’s basic functions are to conduct monetary policy
and supervise the financial system under the leadership of the State Council.
Specifically, it shall formulate and implement monetary policy; issue Renmin-
bi and regulate its circulation; manage the state foreign exchange reserves and
gold reserves; supervise financial institutions and regulate financial markets;
act as fiscal agent; provide payment and settlement services ; and represent in
international financial institutions as well as participate in international finan-
cial cooperation on behalf of the state. PBC is duly authorized to manage mon-
etary base, control aggregate credit and adjust benchmark interest rates as
well as issue currency. The State Administration of Foreign Exchange, an im-
mediate subordinate body of the PBC, is entrusted with foreign exchange ad-
ministration.

As provided by the Law, no government agencies at any level, non-gov-
ernment organizations, or individuals may interfere in PBC’s performance of
its functions. PBC is independent from the Ministry of Finance and other gov-
ernment agencies. It is prohibited from financing fiscal deficits. It maintains a
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centralized organizational network with branches and sub-branches throughout
the country free from interference of local governments. The key responsibili-
ties of the branches and sub-branches include financial supervision and regula-
tion, research, banking and monetary statistics, assistance in balancing the
positions of financial institutions, management of the state treasury, currency
distribution, foreign exchange administration and provision of services for in-
ter-bank payment and settlement.

In order to accelerate the transformation of state-owned specialized banks
into full-fledged commercial banks and to increase the flexibility and capacity
of the central bank for macro-economic management, China established three
policy banks in 1994, namely, the State Development Bank, the Agricultural
Development Bank of China, and the Export-Import Bank of China. Their es-
tablishment marked the initial separation of policy-related operations from
commercial banking business. Placing priority on both economic efficiency and
social benefits, they operate in their designated areas and are not expected o
compete with commercial banks. Their basic operational financial goal is to
break even and only to make small profits when conditions allow. Through
three years of efforts, they have embarked on a steady track of development
and are playing an important role in financing key state construction projects,
facilitating agricultural development, and promoting foreign trade, particular-
ly the export of electronics and machinery.

The State Development Bank was established on March 17, 1994, with
its headquarters in Beijing. Its assets totaled RMB280 billion yuan at end-
1996. This bank is responsible for financing key state construction projects
and for macro-adjustment of the structure of the lending facilities. Its tasks in-
clude creating a stable and long-term source of financing through mobilizing fi-
nancial resources in the economy so as to meet the needs of priority construc-
tion projects; providing policy-related credit and interest subsidies to priority
projects; improving investment efficiency by adjusting the aggregate and the
structure of fixed-asset investment. The potential recipients of its credit are
mainly those large projects that are designed to alleviate the bottlenecks in the
economy, operate in the leading industries or extend the application of ad-

vanced technology as well as those inter-regional policy-based projects.
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‘The Agricultural Development Bank of China was founded on November
18, 1994. Located in Beijing, its headquarters maintains a branch and sub-
branch network. Its assets totaled RMB706 billion yuan at end-1996. Its
main responsibility is to program and provide funds for agricultural develop-
ment, including for the procurement of agricultural products and for priority
agricultural development projects in line with the state agricultural develop-
ment policy and credit policy. The main lines of business include providing
loans for maintaining commodity reserves covering such products as grain and
cotton; for procurement and distribution of major agricultural products includ-
ing grain and oil; and for poverty alleviation and development projects desig-
nated by the State Council. ADBC maintains a centralized fund management
system, which, through monitoring a set of indicators, ensures that loans are
put to designated uses and are duly repaid.

The Export-Import Bank of China was established in Beijing on July 1,
1994, with no operational subsidiaries. Its assets amounted to RMB22 billion
at end-1996. Its main line of business is policy-based export and import fi-
nancing. The major task is to implement industrial and trade policies by pro-
viding policy-related financial support and services aimed at expanding ex-
ports. Specifically, it provides export credit and related loans to encourage ex-
port of such goods as machinery, electronic products, and equipment for com-
plete plants. Its services include export credit insurance and guarantee as well

as those aimed at facilitating economic and technical cooperation.

New words

1. establishment (is'teeblifmant) ».  Z3r; 44

2. hereafter (hior'a:fte) adv. MWMNUE; 4F; UT; TX
3. mark (ma:k] vt. FWH; HIHF

4. chapter ('fapta) n. (#ey) &; &; E¥; BH

5. industry ('indsstri) n. T ¥; 474

6. decade ('dekeid) n. T+4%

7. evolution {i:vo'lu:fan) n. #HB; KB; KX

8. reform (rifo:m) . H®%

9. sector ('sekta) n. L5 Ko T
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10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.

38.
39.

enter ('enta) vr. A
vigorous ( 'vigoras) adj. HIAEYHW

wholly [ 'houli) adwv.

coexist [ 'kauig'zist) vi

T4 2%
. B (KRR FE; *F

cooperate (kou'oporeit) vi. Af; BHA
joint-equity (dzoint lekwiti] 7. 3k F M e
commercial (ka'mo: fal) adj. HEHW

domain [da'mein, dou

'mein) 7. 83, ; L%

subordinate [sa'bo:dinit) adj. T4 H; AEBW
monopolistic (moinopa'listik) adj.  ZETH

strengthen [ 'strepfon)

vt.  wiE; AE

macroeconomic [ 'maekroui: ka tnomik ) adj . EREHFN

council [ 'kaunsil] #.

WE (F%, £, x¥) it TR 2;
EHE

State Council (F &) E4 kK

transition (treen'sifon]

full-fledged (ful fledsd)

adj. FEEHW

phase (feiz) n. BE; KA

formulate [ 'fa: mjuleit]
implement ( 'impliment
stability (sto'biliti) 7.

vt . (%%3%) Wit
] VL. 'E‘ﬁu
e, Rk

supervision [ 'sju:po'vizen) n. K ¥; &

specify [ 'spesifai] vz.
enact (i'nzekt]) vt.

FE; #@aUN
#lE (FE#)

plenary ('pliinori) adj. #x#; X4H

session [ 'sefan]) 7.
conduct [ 'kondakt) vz

2 —meik
Bl &

regulate ('regjuleit) vt. EHE; ¥BH; AE

fiscal ( 'fiskel) adj.
agent ['eidgant] n.
fiscal agent WM %R E

W B
REA

aggregate ( 'egrigeit) adj. REW; AW

credit ('kredit]) .

(RATHH) 73 BN



40.
41.
42.
43.
44.
45.
46.
47.
48.
49,
50.
51.
52.
53.
54.
55.
56.

prohibit (pro'hibit) ». 2.1 ; HiE
deficit [ 'defisit] vz . o FFME
treasury [ 'trezori] =. e, BE; ik
provision [pra'vizen) n. WE; #%
accelerate [aek'seloreit] v.  miK; fEsf
flexibility (\flekso'biliti) n.  MlL3id; REH%
initial {i'nifol) adj.  REW

priority [prai'oriti) =. %5 B e
designate ('dezignat] »r. 48W; %
embark (im'ba:k] wvt. (%) FEIE
asset ['aeset) n. B (] &~
mobilize { 'moubilaiz) v:. FHXE
subsidy ('sabsidi] n. #MBh&; 2R
recipient [ri'sipient] #. BXW; AHK
alleviate [a'li:vieit] wt. &%
procurement (pro'kjusment]) 7. *®&E

operational [opo'reifonl] adj. Y4 8; THEHAHK

Notes

1.

® N o w

refer tosb. (sth.) as HREA (¥X#E) ¥
The peasants used to refer to that landlord as “Liu Ba Tian”. R Ef1# %

HABNMHEH “XFX,

. consist of H------ 4 R

Water consists of hydrogen and oxygen. Xl & F 84 & .

. be engaged in \#E-T

They are engaged in mass work. . fi1IE N BB & T,

. exercise sth. on sb. % X A # fv

She exercised pressure on him. # %t #m &E 7 o

. compete with £+« &

. be responsible for #t----- 5
amount to & it
aim at B &



Check your comprehension

1. The text is mainly about
A. the development of the banking industry in China.
B. the process of the banking industry in China.

C. the cause of the banking industry in China.
D. the course of the banking industry in China.
2. However, PBC’s transition toward a full-fledged central bank

A. proved to be a long process
B. turned out to be a long process
C. turned to be a long process
D. Both A and B.
3. The State Administration of Foreign Exchange, an immediate subordinate
body of the PBC, foreign exchange administration.

A. is trusted with
B. is ensured with
C. is entrusted with
D. is being entrusted with
4. The State Development Bank’s tasks include creating a stable and long

term source of financing through mobilizing financial resources in the econ-

omy
A. so as to meet the needs of priority construction projects.
B. so that to meet the needs of priority construction projects.
C. so to meet the needs of priority construction projects.
D. as meet the needs of priority construction projects.

5. The major task of the Export-Import Bank of China is in-
dustrial and trade policies by providing policy related financial support and

services aimed at expanding exports.
A. to carry out

B. to implement

C. to carry on

D. Both A and B.
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Politics Vs . Economics

Blig 525t

HFEHEFHEERIE . IAFRREERRERA PR AE A
EWRR, EEARNERY, ReR—GhUHAZLINEEH S0 EH
AETH, BXMHUA, EREFELMMNLYHERE, Ky umsus
SR,

he “whole earth” approach to political economy—a world view—re-

mains the exception and not the rule. Economists note that their disci-

pline was traditionally called “political economy,” the queen of the so-

cial sciences dating back at least to Adam Smith’s Wealth of Nations
published in 1776. While more comprehensive than most visions of economists
since, Smith’s classical laissez-faire view was based on a Western society of
small shopkeepers, anticipating the Industrial Revolution but hardly the global
consequences of the multinational corporation or the nuclear superpower state.
Nevertheless, Smith’s classical tenets of economic liberalism—that minimal
state interference in the economy and maximum reliance upon the market re-
sult in business productivity and social wealth—still predominate in Anglo-
Saxon cultures today.
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The sacrosanct value of individual freedom in the United States, for ex-
ample, heavily depends upon the assumption that economics and politics can
be kept separated, that the state should be kept out of people’s private “bust-
ness” lives as much as possible. That the Americans, “the people of plenty,”
have had difficulty maintaining clear boundaries between politics and eco-
nomics within their own society, not to mention in their attempt to impose
their liberal ideology upon other societies, is not surprising. For politics and
economics overlap; they are logical spheres that can never be totally separated
in the real world.

One of the most influential critiques of the assumption that politics and e-
conomics can be separated was offered by the continental theorist Karl Marx in
Das Kapital , published in 1867. Perhaps a third of the world’s population
have been taught that Marx’s massive critique of laissez-faire capitalism—fo-
cusing upon class struggle as the prime mover—is “the economic truth.” As
American political economist Charles Lindblom noted in Politics and Markets :
except for the distinction between despotic and libertarian governments, the
greatest difference between one government and another is the extent to which
market replaces government or government replaces market. Adam Smith un-
derstood this. So did Karl Marx. Neither planned (or “control”) economic
systems, based on Marx, Lenin, and Stalin, nor market economies, based on
Smith and Ricardo, can avoid key questions of governmental-market relations
where politics and economics overlap. If the United States traditionally at-
tempted to embody the ideology of Smith’s market economy, the Soviet Union
and the People’s Republic of China sought to adapt Marx’s economic vision to
their own distinctive ideological purposes. The relationship between politics
and economics thus became the ideoclogical basis for cold wars between would-
be superpowers.

Ideology involves falling in love with ideas that further a certain group’s
or state’s concrete interests. Such action-oriented nests of ideas or worldviews
serve to shore up the legitimacy of elites in power. The pragmatic individual-
ism and empiricism of Anglo-Saxon thought in general and of Adam Smith’s
classical liberal doctrine of maximizing self-interest in particular served as pre-

conditions for the birth of the Industrial Revolution in Britain. Students of in-
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ternational political economy often ask themselves concerning the origins of the
Industrial Revolution: Why Europe first? Why England? While conditions
other then economic ideology are necessary for a sufficient explanation in an-
swering these questions, contemporary historical developments suggest that
individual self-interest and organizational efforts to optimize what already ex-
ists, which are the engines of motivation behind industrial capitalism, are
ideas without which no adequate explanation is possible. The notion of “indus-
trial society” is an ideological objective of Western modernization rooted in
ideas of individual and group self-interest, accumulation, and autonomy—with
all the positive and negative implications of these priorities.

The influence of Anglo-Saxon ideas upon the world economy deepened
with the impact of John Maynard Keynes’ The General Theory of Employ-
ment , Interest and Momey (1936), emerging as a therapy for the Great De-
pression that began in 1929. A father of the “mixed economy,” Keynes fo-
cused upon the role of capital investment in providing for national economic
growth and stability. In bad times the government was to intervene in the
economy by increasing the money supply and government spending to stimu-
late the demand for production, which in turn would increase employment. In
boom times government was to cool down the economy by intervening to
tighten up the money supply, thus reducing demand to assure stable growth.
Since government spending is more popular with democratic populations than
are government austerity measures, Keynesian policy prescriptions, which
have predominated in Western industrialized countries, have had an inflation-
ary, debt-creating bias upon the structure of the world economy.

Anglo-Saxon ideology has “structured” much of the world economy since
the British Empire dominated it in the nineteenth century and the American
regime (partly a “colonial variation” of the British model) in the twentieth
century. Pax Britannica was followed up with paxr Americana. The com-
patibility of President Ronald Reagan and Prime Minister Margaret Thatcher
on policies of political economy was no accident: It was the cultural outcome of
a traditional “special relationship.”

But the majority of the world’s nations and peoples are not of the Anglo-
Saxon culture. Yet they find themselves asked to play by its rules of the eco-

10
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nomic game and to speak its language. For British hegemony—or power domi-
nation—was replaced by American hegemony after World War II, epitomized
by the system of Western monetary and trade agreements emerging in 1944 in
Bretton Woods, New Hampshire. To the victors went the spoils. Only the U-
nited States had the military and financial power to enforce its economic will
and to attempt to impose its classical liberal vision upon the world economy.
As Louis Hartz noted in his classic work The Liberal Tradition in America
(1955), the United States skipped the feudal stage of history and the revolu-
tionary reaction against feudalism. Americans, therefore, could never really
understand the socialist left’s rebellion against feudalism or the reactionary
right’s opposition to socialism. In short, rugged individualistic liberalism
based upon Anglo-Saxon roots was all Americans knew, rendering their liberal
ideology rigid and dogmatic. As a result Americans tend to define any form of
socialist thought (much less fascist thought) as incomprehensible anathema
and to see the world in terms of black and white categories of laissez-faire, lib-
eral capitalism versus state-controlled, socialist communism.

One could not blame the majority of the world’s nations and peoples if
they were to perceive the hegemony of the Anglo-Saxon culture and its incor-
poration in American economic liberalism to be self-serving. They look back to
the nineteenth century and see colonial expansion by established Western na-
tions, a time when mobility of labor and capital over state boundaries was
much more taken for granted, and they discover unfair advantages seized by
Western states in building up national wealth and power. By the time that
many of the world’s nations became politically independent after World War
II, most of the earth’s prime real estate in terms of resources was already oc-
cupied and legal boundaries had been erected between states, which regulated
and slowed down the flow of labor and capital among them. The doctrine of
classical economic liberalism tracing back to Adam Smith and advocated by the
Americans focused upon the more efficient use of the status quo allocation of
existing resources, not upon their redistribution or radical restructuring for the
sake of the disadvantaged. International law was defined as stable reciprocity
in terms of protecting existing ownership and contracts. Classical economic

liberalism’s assumption that the world economy would become more prosper-
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ous and peaceful if each nation used its existing stakes or “comparative advan-
tages” more efficiently did not permit for any redistribution of shares among
peoples, more or less guaranteeing a widening gap between the wealth of the
rich, established nations and the poor, developing countries.

By the end of 1988 the asymmetry in the distribution of income world-
wide left 75 percent of the 5.1 billion people on the planet with 15 percent of
the world’s income to share in the developing countries. Meanwhile, Western
industrialized nations, making up but 17 percent of the global population,
lived on 66 percent of the world’s income. Eastern Europe and the USSR,
with 8 percent of the people of the world, divided up 19 percent of the total

worldwide income of $ 18.4 thousand billion.

The primacy of global logic

The asymmetry or inequality among nations and peoples has become more
pronounced in the postmodern world economy. Technological development
and socioeconomic change have accelerated the tempo of modern life. The gap
between the haves and have-nots has grown as those with property were posi-
tioned to benefit the most from the opportunities evolving from this historical
transformation. As the logic of time seemed to speed up, the logic of space
contracted with international communications, transportation, and financial
flows. Major events such as the dropping of the gold standard, the 1973 qua-
drupling of oil prices by OPEC (Organization of Oil Exporting Countries), the
rise of Japanese competitiveness, the debt crisis in the developing countries,
the collapse of communist regimes in Eastern Europe, the nuclear arms race,
and the nuclear accident at Chernobyl demonstrated that postmodern techno-
logical and socioeconomic events can only be fully understood in global terms.

The postmodern sensibility is one of no-nonsense disenchantment: The
Industrial Revolution has come and gone, leaving uncompetitive manufactur-
ers, perforated nation-states, impotent central banks, restructured conglomer-
ates, miseducated youth, the proliferation of waste, and the still undigested
split between the real economy (which produces goods) and the capital econo-
my (which speculates on the spreads between borrowing rates and rates of re-
turn on investment). The many parts of the globe that have yet to experience

12



an industrial revolution are often told to forget about it by postmodern opinion-
makers for the sake of ecology, if not for their own competitiveness. Quality
of life is the postmodern preoccupation: Money is the means, a trophy, an in-
dicator—not the end in itself. Postmodern language is that of “apolitical man-
agement” —transforming political and economic issues into technical or ad-
ministrative black humor. A status job is more important than money, a safe
home or maintenance base the prerequisite to entrepreneurial, existential risk-
taking and world travel. The world is seen as a whole in postmodern eyes, but
the differentiation between parts is more important than the wholeness.

The primacy of global logic does not go to the point of closure of Im-
manuel Wallerstein, who argues in The Modern World System (1974) that
neither the sovereign state nor national society constitutes “a social system, "
that only the world-system constitutes a social system and that one can only
speak of social change in social systems. Perhaps the primary characteristic of
the postmodern world economy at the end of the twentieth century is its tran-
sitional nature between the modern nation-state system and the diffuse world
social system that Wallerstein envisions. There are social systems that are less
than global, but that may not be coterminous with the nation-state—the Eu-
ropean Community, for example. Moreover, there are social systems of vari-
ous sorts within nation-states—the Amish Mennonite community in the Unit-
ed States, for instance. And the anticipation of social change within discrete
social systems within nation-states on the one hand and within regional organi-
zations on the other is perhaps the critical task for the student of international
political economy who wants to learn how to “manage’ global economic
change. Thinking globally but acting locally is what the human use of interna-
tional political economy is all about.

The World Bank compares economic and social statistics of some 185
countries and territories ranging from 16 that have a gross national product
(GNP) of $ 100 billion and more, to 95 with a GNP of under $ 10 billion.
As no human being can keep 185 countries and territories in mind at once
(much less numerous multinational corporations and international organiza-
tions with “autonomous” resources and influences), countries and territories

must be grouped into collective categories to enable one to “see through” the
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