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ABSTRACT

Since Shanghai Security Exchanges were established in December
1990, China’s security market has got rapid development only in more
than ten years, which played very important roles in the reform and de-
velopment of China’ s economy especially of state — owned economy.
However, we also should know that there existed many problems in
China’s security market, which severely blocked the healthy develop-
ment of security market. After joining in WTO, China’ s economy in-
cluding security market will face with the opportunities and challenges
of globalization. In the days when the course of globalization of world
economy is getting more and more rapidly, how to improve the intema-
tional competitive ability of China’s listed company, security operating
media organizations and security exchanges, how to keep away and de-
compose the risks, and how to keep up and improve the attraction of
China’ s security market to investors will be a very important questions
of China’ s economy. The regulation system of security market 1s a key
point to resolve the problems mentioned above. However, for the histo-
1y reasons, there were few researches on security market regulation sys-
tem, and valuable productions were even fewer. So the research on the
regulation system of China’s stock market systematically and deeply has
important theoretical and realistic meanings.

Deferent from literatures of security regulation available, this pa-



per attempts to apply the DIM method of comparative economy system,
which regard security regulation system as a decision mechanism, in the
research works on China’ s security system from decision structure, in-
formation structure, motivation structure points, and gets following con-
clusions:

1. From the point of decision shructure, we can see that the deci-
sion structure of China’ s security system has made obvious progress,
but further reforms are needed: in the source of security regulation de-
cision power, decision structure of China’s security regulation system
should be improved according to the security market law. From the
point of tradition, the security regulation decision power descending
from the traditional Plan Economy system was unfit for the development
of security market as the important patts of Market Economy, so the de-
cision power from this part will become fewer and fewer. From the point
of force, the decision power from the law, rule, and department regula-
tions will become more and more important. So we should consummate
relative law rules and regulations of department and industry, consum-
mate the construction of regulation organization to make effective use of
regulation decision power. From the point of property right, the security
regulation decision to different property should be fair according to the
development of security market. The property structure available in our
listed companies especially the uncirculation of stated — owned stocks is
disadvantageous to security regulation decision, so we should improve
the condition. From the point of information source of decision, in one
hand, we should continuous enhance the information mastery degree;

in the other hand, we should distribute the decision power among the



corresponding decision parts reasonably according to the information
mastery degree. The outstanding problems of present stage is that the
decision power of self — regulating institution is unfit to the information
mastery degree, and there exists a weakness trend in self — regulating
- decision power which should be improved. From the point of distribu-
tion of decision power, the regulation decision power has been continu-
ous transferred to Chinese Security Regulation Committee, and there
appears an evolvement from decentralization regulation decision to cen-
tralization, which is consistent to the development law and the evolve-
ment trends of regulation system of different countries. At present secu-
rity regulation system, although the regulation decision power is central-
ized to Chinese Security Regulation Committee, the decision power of
government regulation should be fulfilled, while the decision power of
self — regulating organizations should be enhanced.

2.From the point of information structure, our previous security
regulation system can not ensure the reality, sufficiency and timeness of
the information, which bring out a series of problems in security mar-
ket. Furthermore, the transferring channel and the coordinating role of
information to decision — maker did not work well. Through system re-
forms, the information structure of security system has made great
progress, and the problems above were getting obviously improved. The
system at present has eliminated the bad role of local government in in-
formation structure, and the function of information structure was im-
proved and enhanced. But the system present did not resolve the moti-
vation problems of listed companies which is the subject of information

providing issuing false information, nor the bad roles of the intermedi-



aries in the information transferring and the problems of regulation insti-
tution themselves’ endeavor to gather and correctly transfer the informa-
tion. This is the direction of further reform. In addition, from the point
of coordinating mechanism of information structure, the main problems
at present are the coordination between security regulation committee
and security exchanges. Their decision power is asymmetry to the infor-
mation needed to make decision. We should either adjust the informa-
tion structure, or adjust the decision structure to make information
structure match to decision structure.

3. From the motivation structure of security regulation system, sci-
entific regulation system required that we must think much of personal
purpose in security regulation system, improve the unification degree of
organization, adopt proper motivation mode and construct proper moti-
vation structure. During the research of our security regulation system,
we find that in the respect of personal demand, there exist many differ-
ent kinds of demand, which determines different kinds action results
are different to a decision — maker, and it needs us to reinforce the re-
search on personal demand in present system.

In the organization unification aspect, through the analysis to the
unification of common goal of corresponding partners, we find that there
exists conflicts among the goal of corresponding partners and the com-
mon goal of security regulation, which was caused by the lack of recog-
nization to the ways and means to gain the goal. It needs the reform of
the system to provide strong motivation for recognization to the ways and
means. For the point of choosing motivation ways, the previous ones

are single and incomplete. As security regulation system are con-



med, we think the prescription of the series of possible actions of
corresponding partners would still be a main motivation exerting way,
|=which needs to be reinforced to produce constraint to corresponding par-
ners. In addition, the motivation ways that affect the things i.e. the
resylts of action, the utility of result and the concept of utility and re-
sult‘s, as’ assistant ways, also need to be further consummated. Espe-
«cially to the ways affecting the things i.e. the results of action, be-
cause it not only can affect the action of corresponding partners to make
‘security regulation subjects gain the goal, but also let the corresponding
partners regulated have some initiative power, it should be reinforced
greatly.
‘ For the point of motivation structure, motivation structure brings to
play roles only if it can make forceful influence on the goal function of
the corresponding people. Because the parties regulated can be regard-
ed as.”economic people ” pursing the maximization of economic bene-
- fits, the motivation structure must be able to affect the economic benefit
of the correspondent parties, which require that the security regulation
system can find out illegitimate behaviors on one hand, on the other
hand enhance the punishment degree to the illegitimate behaviors. The
present system reform is getting along this way, and should be en-
hanced in future. From the point of regulators, through game theory
analysis, we get the points that reinforcement the negative motivation
will bring positive influence on security regulation both in short terms
and in long terms. The present system involves little on this part,
which is a direction needing to be emphasized in the course of future

system reform.



