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Recently, securities corporations grow together with many
limitations, and the most important one is corporate
governance. In China’s securities corporations, equity
ownership is too concentrated; shareholders’ meeting doesn’t
work effectively; directors of board lacks independence and is
manipulated by a few big stockholder or internal power etc.
The limitation of corporate governance affects the assets quality
and performance greatly and bottlenecks the development of
securities corporations.

Based on current special situation, this paper studies the
root of corporate governance which causes the limitation of
China’s current securities corporations and gives some proposals
to improve it.

Corporate governance in securities industry has some
special characteristics different from others. There are many
clients and they put their assets in it. That is additional
principal agency problem of corporation. So securities

corporations should be responsible for the public. Then
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corporate governance of securities corporations can be defined
as “Given the separation of property rights and management,
rights, responsibilities and residual claims are allocated in line
with the goal of protecting the benefits of corporation’s stake —
holders and investment clients”

Through empirical analysis, the internal and external
governance mechanism of securities corporations has been
studied. Firstly, the ownership structure is too concentrated.
In some state ~ controlled corporations, the internal persons
have manipulating rights and the agency cost is high, which
takes much effect on corporate governance efficiency and
performance. Secondly, the securities corporations lack
legitimate financing channels and debt constraining mechanism
can’t act well. Thirdly, most of board directors are not
eligible, and the incentive mechanism is not appropriate and
enough. Short — term interest driving measures are thought of
too much and long — term is lacking. Above is all internal
governance elements. The external environment, the take —
over and manager markets. All these elements are studied and
the improvement proposals are given.

The effect of corporate governance will finally be reflected
in the performance of securities corporations. Current China’s
corporate governance structure roots in planned economy with
the state — ownership. That much influences the efficiency of
corporate governance. Through Data Envelopment Analysis
(DEA), the empirical study of the performance of securities
corporations is worked out with the sample of 124 securities
corporations, which are all normally operated in 2002. The
result shows that only 27 corporations are efficient thereinto,
the others are unefficient. Some proposals on the latter are

given, including the direction and process to improve the
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performance and the efficiency of corporate governance.
Presently, the safety of clients’ assets is the most
important factor for securities corporations. That will affects
both the social stability and the corporate governance
efficiency. To this problem, two governing measures are
advanced in this paper. One is the Risk Reconnaissance
Indicators System. All the indicators and their threshold in this
system are designed and the core is net capital and security of
clients’ assets. The Risk Reconnaissance Indicators System
provides a long — term efficient risk management mechanism for
securities corporations. The other governing measure is the
Settlement and Depository System of clients’ trading fund. The
process of all the possible operations is also designed here.
Within this system, the trading fund of clients is always close

operated and safety.
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