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 Study on the Institutions of Modern Chinese Private Banks (1897-1937)
Wang Danli (Economic History)
Directed by Professor Xiao Guoliang

[ Abstract]

Chinese new-style banks, traditional financial organizations (QianZhuang) and
foreign banks were the most important three components of modern Chinese financial
system. As the latest participant, Chinese new-style banks developed rapidly among
which private banks was dominant and played an important role in modern Chinese
financial industry. In the previous reaserch on the modern Chinese banks, scholars
paid more attention to the development of the whole banking. The thesis attempts to
study on modern Chinese private banks from microperspectives. The basic analytic
tools in the thesis include economic history theory, institutional economics and
theories of modern firms and finance. The thesis tries to make a thorough and further

study on the micro-operating institutions of modern Chinese private banks.

The core of the thesis is the analysis of inner institutional arrangements of
modern Chinese private banks. It includes the investigation on the corporate
governance, intramural structure and all kinds of operating institutions. The thesis
points out some significant institutional characters of modern Chinese private banks.
One remarkable character is that most of the private banks were joint-stock companies,
and the rights of ownership and control of these banks were combined insdead of
entirely separated. To some extent, this institutional arrangement effectively solved
the problem of principal-agent relationship. In addition many members of the board of
directors in modern Chinese private banks were pluralistic that means they often
assumed the directors of several private_ banks. It provided a special external
mechanism of corporate governance and laid a foundation for the cooperation among
the modern Chinese private banks. Through this way, the private banks established an
“interest community” which greatly benefited for their competition with foreign banks.

What’s more, many private banks had perfect intramural organization system and



harmonizing mechanism. Some of them even founded advanced institution of district
administrative center and ensured effective transference of information among all the
embranchments. Besides this they set up normative system of human resource
management and active corporate culture which encouraged financial innovation and
competitive spirits. All these formal and informal institutions were indispensable
conditions for the rapid development of modern Chinese private banks. Moreover
many modern Chinese private banks carried out some strict institutions for
Asset-debts management. In order to improve their competitive ability and status in
modern financial system, private banks began to strenthen the cooperation with each
other and established banking association and affiliated group. Those were rational
choice of modern Chinese private banks under the tremendous pressure of

competition.

The thesis discusses not only inner institutional arrangements but external
institutional entironment of modern Chinese private banks as well. That means the
thesis also pays fnuch attention to external ingredients which played important roles
during the course of the development of mdemn Chinese private banks. The thesis
analyses the different influence of the government behavior and competitors, and
discusses the industry convergence effect of modern financial center. Through all the
discussion we could understand the relationship between the institutional entironment
and inner institutional arrangements of private banks better. In the last chapter, the
thesis makes a short summary about the institutional characters of modern Chinese
private banks and indicates the significance for the current Chinese banking system

reform.
[Key Words]

modern Chinese private banks; micro-operating institutions; corporate governance;

intramural organization structure; institutional innovation
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