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The Evolution of Financial Operation and
Regulation Institutions
(Abstract)

The passage of the Gramm - Leach — Bliley Financial Modernization
Act in the United States in November 1999 repealed the Glass — Stea-
gall Act of 1933. The new Act permits subsidiaries of financial hold-
ing companies to affiliate with securities companies and insurance in-
stitutions and vice verse, putting an end to the segregation of lines of
business between banks, securities companies and insurance institu-
tions and marking a new era for

The Gramm — Leach — Bliley Act not only reflects a historic change in
the US financial sector, but is also a milestone in the financial devel-
opment of the world. The trend of universal banking started in 1980s
when the UK preluded the financial deregulation in 1986. Japan fol-
lowed with the adoption of the financial Big Bang in 1996, repealing



thystem. In view of the importance of the US in the

world economy and the uniqueness of the US dollar in the interational
finance, the passage of the new Act should certainly be the mark of
the coming of the new era for universal banking.
Against these backgrounds, there arise a number of issues of signifi-
cance that deserve our close study and deep thoughts: what kind of
opportunities and challenges will more opened China confront? Will
the business(Segregation) in China’ s financial sector persist regardless
of the international trend? Will China’s financial institutions position
themselves advantageously against international competitors after Chi-
na’s entry into the WTO? By taking comprehensive analysis on uni-
versal banking and corresponding supervision, this book tries to pro-
vide theoretical preparations for China’s financial reform and develop-
ment next step and to explore a new route for China’ s financial sector
to enhance its competitiveness .
This book consists of three parts. Firstly, by analyzing the causes,
underlying theories, organizational structures and national practices for
_lm_i\:e’rial____’banking_;_an explanation on the trend and some regularities
are put forward. Secondly, based on a brief review of basic literatures
and models of the evolution of the financial supervision system various
financial supervision modes under the circumstance of the co — exis-
tence of financial business segregation and universal banking are com-
pared. Finally, given the historical certainty for China’s current busi-
ness segregation and the greater pressure to change it, this book puts

forward some suggestions on the reform direction for China’s financial
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