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Comparative Analysis of Performance of All Commercial Banks with Different 

Structures 

 

Abstract 

As the core of the tertiary industry, finance is the focus of modern economic development. Any 

slight change in the financial industry will have a decisive impact on the development of the 

world economy and the national economy of all countries. In today's world economic 

development situation, a country's financial development degree shows the economic 

development strength of the whole country. The promotion of economic status must rely on a 

strong financial market as the backing. Countries that do not have advantages in financial 

competition cannot become powerful countries in the world economy.  

Due to historical and institutional reasons, the banking industry has always occupied a 

dominant position in China's financial system. Competition in the modern world market is 

getting more and more fierce. Commercial banks' foothold in the world market competition is 

the basis for ensuring the stable operation of China's banking industry, financial industry and 

even the whole country's economy. Therefore, improving the performance of commercial 

banks is an important way to improve China's international position in the world financial 

market and promote the sustainable development of domestic financial industry. 

Guided by the theories of political economics, industrial economics, finance, econometrics and 

management, and drawing lessons from relevant theories, this paper adopts the methods of 

literature research, case analysis, combination of normative analysis and empirical analysis, 

combination of comparative research and comprehensive analysis, and combination of 

qualitative research and quantitative research. 

By study the basic theory and literature review, This dissertation defines the concept and 

characteristics of core competitiveness in general sense, and analyzes and explains the concepts 

and theoretical research of competitiveness, core competitiveness, competitive advantage, etc.  

Then the dissertation expounds the reform and development process of China's commercial 

banks. Through the four stages of completion, tortuous development, dividend release and 

transformation development under the new normal, it sorts out the development sequence of 
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China's commercial banks, and points out the difficulties and problems existing in the reform 

at all stages of development.  

Furthermore, This dissertation analyzes the index change trend of the sample banks from 2007 

to 2018 by constructing the corresponding evaluation system, selecting the appropriate samples, 

sorting out and analyzing the corresponding panel data through the indicators of equity 

structure, scale strength, profitability, security capability, capital flow capability, etc. 

According to these data, the dissertation makes an empirical analysis on the performance 

evaluation of the sample commercial banks by constructing the performance index system and 

using the data envelopment analysis method, and analyzes the causes of the performance 

differences through the analysis results. In order to further explore the reasons for the 

performance differences between state-owned commercial banks and non-state-owned 

commercial banks, the dissertation explains the results of the data envelopment analysis 

method, using the regression analysis method to construct five models to analyze the impact of 

ownership concentration and the state-owned and non-state-owned shareholders on operating 

performance. 

Key words: Commercial banks, Operating performance, Data Envelopment Analysis, 

Regression analysis. 
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1. Introduction 

1.1 Background and Significance of Research  

1.1.1 Background of  Research  

 ( i )  World Background  

As for  the origin of  banks,  we have heard different  vers ions,  which can be 

summarized into two vers ions:  the goldsmith vers ion and the foreign 

exchange dealer  vers ion.  The goldsmith 's  vers ion bel ieved that  the bank 

s tar ted with the saving funct ion.  Because goldsmiths  store gold in  the  

process  of  making gold products ,  they have bet ter  securi ty measures .  Some 

people who have gold deposi t  i t  in  goldsmiths '  shops for  s torage safety and  

pay a certain amount  of  s torage fee at  the same t ime.  After  a  long t ime,  the  

goldsmith found that  some of  the gold  in  his  possession was a constant .  

Therefore,  the  goldsmith borrowed this  "unused" gold  to  earn  interes t  

income.  In this  way,  the early bank originated from the gold s hop,  and the  

early banker originated from the goldsmith.  This  hypothesis is  very 

reasonable,  but  there has  never been any his torical  research .  1   

Another argument  of  the foreign exchange dealer  does  not  sound as  

reasonable as  that  of  the goldsmith,  but  i t  i s  wel l  documented.  One was  

Commercial  Bank Management 2   wri t ten by Peter  S .  Rose  of  the United  

                             
1  D i a o  L i ,  H u  J u a n .  T h e  O r i g i n ,  T r a n s a c t i o n s  a n d  C o n t r a c t  I n t e n s i f i c a t i o n  o f  B a n k s  [ J ] .  G u i z h o u  S o c i a l  

S c i e n c e s ,  2 0 1 8  ( 1 0 ) :  11 8 - 1 2 4 .  
2  Peter  S. R os e .  Comm erc ial Ba nk Ma nage ment Ori ginal Book 9th Editi on China Editi on [ M] .  

Beijin g: M achin ery Indus try Pr ess .  2016 .  
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States ,  and  the other  was Shanxi  Exchange Shop from China.  Peter  S  Rose  

bel ieved that  the word bank comes from the Ital ian Banco,  which means  

bench,  and  was  used by early bankers  when t rading in  the market .  The 

Engl ish word for  "bank" means a cabinet  for  s toring money.  Early bankers  

were cal led "bench s i t ter".  The emergence and development  of  banks are  

l inked to  the development of  the currency commodity economy.  The currency 

exchange industry in  the former capi ta l is t  society was the basis  for  the  

format ion of  the banking industry.  At  f i rs t ,  the currency exchange industry 

only operated the  co in exchange business .  Later,  i t  took care of  the money,  

received and paid cash,  and handled  matters  such as  gold and s i lver  

al locat ion and set t lement  business .  In  th is  wa y,  a  large  amount  of  money has  

gradual ly accumulated in  the hands of  exchange merchants .  When money 

changers  engaged in lending business ,  the money changers  was developed 

into banks.  The earl ies t  bank in modern  t imes was Venice Bank,  which was 

founded in 1580 in Italy.  The Shanxi  Exchange Shop was the originator  of  

China 's  banking industry and can also be said to  be one of  China 's  earl ies t  

representat ives  of  bankers .  According to  his torical  records,  the earl ies t  

Shanxi  Exchange Shop appeared in  the 7 t h  year  of  Daoguang (1827 A.  D.  ) .  

Because of  the independence of  the provinces ,  the exchange way of  Shanxi  

Exchange Shop was cut  off  and  fel l  into cr is is .  The Exchange Shop 

Associat ion went  to  Bei j ing to  pet i t ion.  At  that  t ime,  when the Bank of  

Communicat ions was establ ished and developed,  the pet i t ioners  were forced  

to s tay by the government .  This  was also the earl ies t  group of  modern  

bankers  in  China.  The exchange development  was actual ly from the  t rade  
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development ,  and Shanxi  is  in  the middle of  the t rade way between the south  

and the north. 3  

No matter  what  the origin of  the bank is ,  few people can think that  the bank 

will  develop into such a huge,  influent ial ,  exquis i te  and r isky industry as  i t  

i s  today.  We say banking or  f inance is  an industry,  so what  is  i t s  industr ial  

chain l ike?  What  is  the posi t ion of  commercial  banks in  this  industr ial  chain?  

The best  way to develop this  industr ial  chain is  to  s tar t  wi th the banking 

business  and the development  of  his tory.   

Based on the bank 's  exchange funct ion,  then depo si t ,  loan and exchange are  

the bank 's  basic  business  in  any case.  4  Of course,  this  is  the basic business  

of  commercial  banks,  but  i t  i s  not  the basic business of  al l  banks.  When we 

look at  the banking business ,  there are  three major  areas:  debt  business ,  

asset  business  and  intermediary business .  The reason  why I put  the l iabi l i ty 

business f i rs t  and the asset  business  second is that  for  banks,  wi thout  the 

source of  funds,  there is  no  use of  funds.  Of course,  modern banks have 

begun to advocate a  new busines s  s t ructure with intermediate business as  

the core,  but  we always bel ieve that  the t radi t ional  deposit  and loan business 

is  the basis for  the  development of  banks,  and any new business is  an 

ex tension and innovat ion on this  basis .   

The main body of  debt  bu siness  is  the deposi t ,  including savings deposi ts ,  

                             
3  S u  Ya n x i a .  E n l i g h t e n m e n t  o f  I n t e r n a l  C o n t r o l  S y s t e m  o f  S h a n x i  E x c h a n g e  S h o p  t o  t h e  C o n s t r u c t i o n  o f  

I n t e r n a l  C o n t r o l  M e c h a n i s m  o f  C o m m e r c i a l  B a n k s  i n  C h i n a  [ D ] .  S h a n x i  U n i v e r s i t y  o f  F i n a n c e  a n d  E c o n o m i c s ,  

2 0 1 3 .  
4  Z h a n g  J i e .  S t u d y  o n  t h e  S u r v i v a l  o f  P r i v a t e  B a n k s  D o m i n a t e d  b y  t h e  N a t i o n a l  B a n k  d u r i n g  t h e  R e p u b l i c  o f  

C h i n a — — Ta k i n g  t h e  D e v e l o p m e n t  o f  P r i v a t e  B a n k s  i n  S o u t h w e s t  C h i n a  a s  E x a m p l e s  [ D ] .  S o u t h w e s t e r n  

U n i v e r s i t y  o f  F i n a n c e  a n d  E c o n o m i c s ,  2 0 1 7 .  
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t ime deposi ts ,  cert i f icates  of  deposi t ,  ca l l  deposi ts ,  and deposits  l inked to 

the money market .  The main body of  asset  business  is  the loan,  including 

smal l  loans,  mortgage loans,  medium and long -term loans,  project  f inancing,  

corporate res t ructuring loans,  and syndicated loans;  The scope of  

intermediary business is  wider.  It  covers  almost  al l  non -asset  and l iabi l i ty 

business ,  including not  only ex is t ing internat ional  business ,  capi tal  business ,  

guarantee  business ,  exchange and set t l ement  business ,  but  also many new 

business  "packaged" on the basis  of  t radi t ional  business .  Now we look back,  

i t  i s  on the basis  of  these t radi t ional  business  of  commercial  banks that  other  

f inancial  inst i tut ions have been able t o  develop and gradual ly form a  

f inancial  industry chain. 5  

For example,  Savings bank was developed from deposi ts .  Savings bank 

refers  to  a professional  bank whose main business  is  to  absorb personal  

savings deposi ts .  It  i s  cal led "mutual  savings bank" in  th e United States  and 

"t rust  savings bank" in  Bri tain.  Savings banks in capi tal is t  countr ies  absorb 

residents '  deposi ts  at  low interest  rates ,  which are used to  purchase 

government  bonds and shares  and corporate bonds of  capi tal is t  enterprises ,  

and t ransfer  part  of  their  funds to  commercial  banks to make profi ts . 6  In  

China,  no special  savings bank has  been set  up,  and the personal  savings  

business  is  handled  by special ized banks and credi t  inst i tut ions such as  

commercial  banks.  For example,  the European housi ng savings banks require  

                             
5  Z h a o  Ya r u i ,  J i a  J i n .  C u r r e n t  S t a t u s  a n d  F u t u r e  D e v e l o p m e n t  o f  C o m m e r c i a l  B a n k s '  D e b t  B u s i n e s s  [ J ] .  C h i n a  

R u r a l  F i n a n c e ,  2 0 1 9 .  
6  L i n g  G a n .  T h e  D e v e l o p m e n t  M o d e l  o f  G e r m a n  S a v i n g s  B a n k  a n d  I t s  E n l i g h t e n m e n t  [ J ]  . C h i n a  F i n a n c e ,  2 0 1 6  

( 0 9 ) :  7 8 - 8 0 .  
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everyone who wants  to buy a house to  deposi t  a  sum of money in the bank 

f i rs t  and monthly.  When you deposi t  a  certain amount for  a  certain period of 

t ime,  the banks wil l  lend you the money you need to  buy a house.  The basic  

pract ice of  the housing savings banks is  also cal led "queuing principle". 7  I t  

embodies  an old  European "social is t  ideology"  to  solve the housing loan 

problem through mutual  aid and queuing.  The main feature  of  the housing 

savings banks is  sav ings.  The loans here no longer have the original  meaning,  

but  they use their  own money to buy houses .  Therefore,  some people have 

painted the color  of  "utopian social ism".   

As far  as  loans  are concerned,  many banks have developed on the basis  of  

smal l  loans,  with smal l  customers  as  the main target  of  loans.  For example,  

Austr ian Volkswagen Bank and American Small  and Medium Credi t  

Associat ion.  There i s  also a very mature business ,  housing mortgage loan,  

or  mortgage loan.  On this  basis ,  there are special  mortgage banks.  The s taff  

of  these  banks are  very professional  in  the real  es tate f ield,  and many of  the 

bank employees are real  es tate brokers .  For example,  in Hong Kong,  China,  

there are some f inance companies  that  special ize in  mortgage.  These  

companies  do not  pay too much at tent ion to  the income sources  of the lenders ,  

but rather  to  the propert ies  and real  es tate of  the lenders .  Their  funds mainly 

come from the income that  the banks receive after  the asset s  are packaged.  

Further  development  based on this  kind of  business  is  the current  "asset  

securi t ization".  The problem to be solved is  the "l ight  weight" of  assets ,  that  

                             
7  L i  Yu n c a i .  R e s e a r c h  o n  t h e  B u s i n e s s  O p e r a t i o n  M o d e l  o f  C h i n e s e  a n d  G e r m a n  H o u s i n g  S a v i n g s  B a n k s .  [ D ] .  

H u n a n  U n i v e r s i t y,  2 0 1 0 .  
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i s ,  turning long-term assets  into cash so as  to  improve the l iqu idity of  assets .   

Judging from the medium - and long-term loans and project  f inancing of  

commercial  banks,  banks with medium -and long-term loans as  the mainstay 

have emerged.  The most  typical  one is  the European Bank for  Reconstruct ion,  

which was establ ished for  reconstruct ion after  World War II.  It  mainly 

carr ies  out  the reconstruct ion of  damaged infrast ructure.  It s  funding source  

mainly rel ies  on the issuance of  medium -and long-term bonds.  8   China  

Development  Bank is a  development  f inancial  inst i tut ion at  the nat ional 

level .  There is  also a large f inancial  inst i tut ion ,  GE-CAPITAL of the  United  

States ,  which has  developed rapidly relying on medium -term and long-term 

loans.  It  i s  an enterprise f inance company that  mainly provides  leasing,  

large-scale equipment loans and medium -term and long-term loans.  Its  bond 

issuance is  regis tered with the highest  credi t  and has  made unique 

achievements  in  the f inancial  market .   

Besides ,  for  corporate res t ructuring loans,  bonds may be issued,  including 

bridge loan and Syndicated Loan.  On this  basis ,  an investment bank has  been  

developed.  It  i s  the  development  and  special izat ion of  corporate banking 

business of  commercial  banks.  Even today,  many investment  banks s t i l l  

cannot  operate without  commercial  banks.  For example,  in  bridge loan,  this  

is  a  business  that  often happens when an enter prise acquires  a  l is ted 

company in the capi tal  market .  In  addi t ion,  f inancial  consul t ing,  advisory,  

                             
8 We i  Ti n g t i n g .  T h e  C o n s t r u c t i o n  o f  E c o n o m i c  C a p i t a l  M a n a g e m e n t  o f  P o l i c y  B a n k s — — Ta k i n g  K F W  B a n k i n g  

G r o u p  a n d  E u r o p e a n  B a n k  f o r  R e c o n s t r u c t i o n  a n d  D e v e l o p m e n t  a s  E x a m p l e s  [ J ] .  C h i n e s e  B a n k i n g  I n d u s t r y,  

2 0 1 7  ( 0 2 ) :  7 9 - 8 2 .  
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analysis  and other  business  are also specif ical ly divided on the basis  of  

corporate banking business ,  grant ing credi t  to  companies ,so the banks 

understand the company's  various s i tuat ions.  On this  basis  there wil l  be 

derivat ive products ,  which are the embryonic form of consul t ing and  

consul t ing business ,  and also the main business  of  investment  banks.   

In  addi t ion,  on the  basis  of  internat ional  business  of  co mmercial  banks,  

banks mainly engaged in internat ional  t rade f inancing have emerged ,  

typical ly the  export - import  banks.  There  are also banks whose main business  

is  foreign exchange t rading.  There are a lso guarantee companies  developed 

on the basis  of bank guarantee business .  In  fact ,  a  bank's  guarantee business  

is  l inked to  i ts  l iabi l i ty and asset  businesses .  For example,  the premise of  a  

guarantee may be that  you have a corresponding deposi t  in  the bank,  or  i t  

may be that  a  guarantee is  a  loan to  be i ssued by the bank.  There is  also the  

bank's  set t lement  business ,  which includes domestic and internat ional .  T he 

four major  set t lement banks in  the United Kingdom are developed on this  

funct ion.   

The central  bank is  no except ion,  and i t  i s  also developed from com mercial  

banks.  Banks with a  large scale and a large network,  such as  Industr ial  and  

Commercial  Bank of  China,  can  become central  banks through 

t ransformation and  development ,  as  is  the case with the Bank of  England.  In  

1833,  Congress  passed a bi l l  s t ipulat ing that  bank notes  issued by the Bank 

of  England were  legal  tender,  thus the Bank of  England became the central  
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bank.  9   However,  i t  i s  not  so easy for  commercial  banks to  become 

set t lement centers .  In  Hong Kong,  China,  banknotes  are issued by three note -

issuing banks,  namely HSBC, Standard Chartered Bank and Bank of  China 

(Hong Kong).  However,  the set t lement  center  is  di fferent ,  wi th HSBC in 

charge of  s ter l ing and Hong Kong dol lars  and Bank of  China (Hong Kong)  

in  charge of  Renminbi .  The central  bank 's  int erest  rate pol icy and monetary 

policy are the derivat ives  of  the currency issuance and set t lement center.  

Therefore,  the central  bank is  also developed from commercial  banks,  and 

for  large commercia l  banks,  i t  i s  only one s tep away f rom the central  bank.   

At the same t ime,  pol icy banks are also  necessary for  the banking industry 

to carry out  and cooperate with the government 's  social  and economic 

policies  or  intent ions,  di rect ly or  indi rect ly engage in  pol icy f inancing 

act ivi t ies  in  specif ic  business  areas ,  and serve  as  tools  for  the government  

to  develop the  economy,  promote social  progress  and  carry out  macro -

economic management .  At  present ,  China has  two pol icy banks:  the Export -

Import  Bank of  China and  the Agricul tural  Development  Bank of  China.  The 

Nat ional  Development  Bank is  separated  from the pol icy bank sequence and  

posit ioned as  a development  f inancial  insti tut ion.   

We have discussed the development  and evolut ion of  banking business  from 

the perspect ive of  f inancial  industry chain.  We can see from t his  process:  

1.  Commercial  banks are  the most  primitive,  t radi t ional  and basic form in  

                             
9  Z h a n g  J i a n h u a .  D E A M e t h o d  f o r  E f f i c i e n c y  S t u d y  o f  C o m m e r c i a l  B a n k s  i n  C h i n a  a n d  E m p i r i c a l  A n a l y s i s  

o f  E f f i c i e n c y  f r o m  1 9 9 7  t o  2 0 0 1  [ J ] .  F i n a n c i a l  R e s e a r c h ,  2 0 0 3  ( 0 3 ) :  1 1 - 2 5 .  
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the f inancial  industry,  the originator  of  the banking industry chain and the 

core of  the f inancial  industry chain.   

2.  All  non-commercial  banking inst i tut ions in  the f in ancial  industry are  

ex tensions and special izat ions of  one or  several  funct ions or  businesses  of  

commercial  banks.   

3.  The business of  commercial  banks can theoret ical ly cover the ent i re  

f inancial  industry,  but  no other  non -commercial  banking insti tut ion ca n 

cover commercial  banks.  The reason is  that  commercial  banks have a basic  

smal l  weapon-checking account ,  which is  the exclusive power of  commercial  

banks.   

(2)  Background in China  
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Table  1 -1   Changes  in  the  Number  o f  Financ ia l  Ins t i tu t ions  in  China  

Class i f ica t ion  of  

ownersh ip  s t ruc ture  

Category of  f inanc ia l  

ins t i tu t ions  
2008  2018  2018  

 

Sta te -owned  cap i ta l  

ho ld ing  

 

Pol icy bank  3  3  

Large  s ta te -owned 

commerc ia l  banks  
5  6  

 

 

 

 

 

 

Non-s ta te -owned  cap i t a l  

ho ld ing  

 

Jo in t -s tock  commerc ia l  

bank  

12  

 

12  

 

City commerc ia l  bank  124  134  

Housing  savings  bank  -  1  

Pr iva te  bank  -  17  

Rura l  commerc ia l  bank  

8509  

1427  

Rura l  coopera t ive  bank  30  

Rura l  c red i t  coopera t ives  812  

Vil lage  bank  -  1616  

Fore ign  corpora t ion  bank  29  41  

Sources :  Almanac  of  China 's  Finance  and  Banking  2008- 2018  

 

China 's  banking industry has  been playing a leading role in  China 's  f inancial  

market ,  playing an  important  role in  credi t  intermediary and capi tal  

adjustment ,  and providing an impor tant  basic guarantee for  China 's  

economic development .  According to  the data  of  the  China Banking and  

Insurance Regulatory Commission,  as  of  the end of  December 2018,  China  

had a total  of  4 ,588 banking f inancial  insti tut ions,  including 6  large s tate -

owned commercial  banks,  12 joi nt-s tock commercial  banks,  134 city 

commercial  banks,  1 ,427 rural  commercial  banks,  17 private banks,  812 rural  
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credi t  cooperat ives  and 1,616 vi l lage  banks 1 0  .  From the perspect ive o f  

ownership s t ructure,  state -owned commercial  banks account  for  a  very large  

proport ion compared with non -state-owned commercial  banks.  At  present ,  

the s t ructure of  China 's  commercial  banks is  constant ly changing,  the  

phenomenon of  cent ral ization no longer  ex is ts ,  and the  compet i t ion among 

commercial  banks will  become more intense .  1 1   With the deepening of  

banking market  reform, urban commercial  banks and  rural  commercial  banks  

have developed rapidly.  At  the same t ime,  the establ ishment  of  private banks  

al lowed by the Chinese government  at  the end of  2013 broke the inherent  

s t ructure of  the original  banking industry,  al lowing the market  to  cont inue 

to  disperse and s t imulat ing the new vi tali ty of  the banking market .  

According to  the  to tal  assets  data  of  banking f inancial  ins t i tut ions,  in  the 

past  ten years  f rom 2007 to 2017,  the large st  increase  in  total  assets  was  

s t i l l  in  the large  s tate-owned commercial  banks,  which had a huge scale  and  

accounted for  nearly half  of  the assets  in  the industry.   

                             
1 0

 D a t a  s o u r c e :  b a s e d  o n  T h e  L i s t  o f  L e g a l  P e r s o n s  o f  B a n k i n g  F i n a n c i a l  I n s t i t u t i o n s  ( u p  t o  t h e  e n d  o f  

D e c e m b e r  2 0 1 8 )  c o m p i l e d  b y  t h e  b a n k  o f  C h i n a  B a n k i n g  a n d  I n s u r a n c e  R e g u l a t o r y  C o m m i s s i o n .  
1 1

 H e  N i n g ,  X u e  X i a o f e i .  A n a l y s i s  o f  t h e  D e v e l o p m e n t  S t a t u s ,  P r o b l e m s  a n d  Tr a n s f o r m a t i o n  P a t h s  o f  

C h i n e s e  P r i v a t e  B a n k s  [ J ] .  E c o n o m i s t ,  2 0 1 8  ( 0 7 ) :  1 4 4 - 1 4 5  +  1 4 7 .  
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Sources :  China  Economic  Network  Indus t ry S ta t i s t ics  Database  2007 -2017  

Through the above,  we can easi ly see that  the number of  f inancial  

inst i tutions of  s tate -owned commercial  banks is  smal l ,  but  they s t i l l  have a 

leading advantage in  terms of  asset  s ize.  Non -state-owned commercial  banks 

have a  leading advantage  in  the number  of  f inancia l  inst i tut ions.  With the 

gradual  improvement  of  China 's  f inancial  market  openness ,  there wil l  be  

more and more opportuni t ies  for  non -state-control led commercial  banks in  

the future.  Whether  the s tate -control led  commercial  banks can cont inue to  

maintain the ir  advantages,  whether  the non -state-contro l led commercial  

banks can  grasp the  opportuni t ies  in  the future,  and  how to develop in  the  

increasingly compet i t ive banking indus try in  the future have become the  

research direct ions of  domest ic and foreign schola rs .   

Due to the  different  pol i t ical  and economic systems in di fferent  countr ies ,  

the role of  commercial  banks in  the f inancial  system is  not  the same.  For 

example,  at  present ,  the capi tal  market  is  very developed in the f inancial  
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Figure 1-1   Total Assets of Banking Financial Institutions 

(2007-2017)
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system of  the United State s .  In  many countr ies  on the cont inent  of  Europe,  

such as  Germany and France,  large banks dominate the f inancial  system. To 

sum up,  we have made the fol lowing assumptions for  the research of  this  

paper based on the previous research direct ions of  scholars :  

At present ,  under the social is t  market  economy system of  China,  the 

coexis tence of  s tate -owned commercial  banks and non -state-owned 

commercial  banks has  become an estab l ished fact .  Such coexis tence wil l  

have a  posi t ive impact  on China ’s  market  economy syst em, enhance the  

market ’s  product  supply capaci ty and improve the market  l iquidi ty.  

1.1.2 Signif icance of  Research  

1 .1 .2 .1  Academic Signif icance  

The performance appraisal  of  commercial  banks is  a  set  of  system 

arrangement  that  t akes  the overal l  goal  of  the  bank as  the guidance,  

comprehensively appl ies  the performance appraisal  method,  evaluates  the 

performance of  al l  levels  of  inst i tutions,  departments  and employees of  the  

bank,  and takes  the  performance as  the  basis  for  the value  dist r ibut ion of  

employees.  Performance appraisal  not only ref lects  the development  concept  

and management  ideas  of  commercial  banks,  but  also has  a s ignif icant  

impact  on employees '  management  behavior  because i t  di rec t ly affects  their  

vi tal  interests .  It  i s  the "baton" of  bank manag ement .  Based on the  macro  

evaluat ion of  panel  data and envelope data analysis ,  this  paper expects  to  

obtain the comparat ive advantages of  each bank through regression analysis .  
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Final ly,  on the bas is of  two comparat ive analyses ,  the performance gap  

between commercial  banks and non -state -owned commercial  banks abroad is  

compared.  Therefore,  this  paper expects  to  es tabl ish a  perfect  evaluat ion  

system to evaluate the performance difference between s tate -owned 

commercial  banks and non -state-owned commercial  banks on the basis  of  

referr ing to  previous evaluat ion indexes.   

1 .1 .2 .2  Pract ical  Signif icance  

As the core of  the ter t iary industry,  f inance is  the focus of  modern economic 

development .  Any s l ight  change in  the f inancial  industry wil l  have a decis ive  

impact  on the development of  the world economy and the nat ional  economy 

of al l  countr ies .  In  today's  world economic development  si tuat ion,  a  

country's  f inancial  development  degree  shows the economic development  

s t rength of  the whole country.  The promotion of  econo mic s tatus  must  rely 

on a s t rong f inancial  market  as  the backing.  Countr ies  that  do not  have 

advantages in  f inancial  compet i t ion cannot become powerful  countr ies  in the 

world economy.   

Due to his torical  and inst i tut ional  reasons,  the banking industry has  a lways  

occupied a dominant  posi t ion in  China 's  f inancial  system. Compet i t ion in  

the modern world market  is  get t ing more and more f ierce.  Commercial  banks '  

foothold in  the world market  compet i t ion is  the basis for  ensuring the s table 

operat ion of  China 's  ban king industry,  f inancial  industry and  even the whole  

country's  economy.  Therefore,  improving the performance of  commercial  
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banks is an important way to improve China 's  internat ional  posi t ion in  the 

world f inancial  market  and promote the sustainable develop ment  of  domest ic  

f inancial  industry.   

As an important  part  of  the banking industry,  the commercial  bank plays the  

crucial  leverage role  in  China 's  pursui t  of  economic development ,  and is  the 

main body direct ly involved in  market  economy act ivi t ies .  In  the early days  

of  the People 's  Republic of  China,  China 's  banking industry was s t i l l  under 

unif ied and backwater  management  by The People 's  Bank Of  China(PBOC) ,  

whi le the implementat ion of  the reform and opening up pol icy by the Chinese  

government  has  brought  new opportuni t ies  for  the development  of  the  

banking industry.  

Over the 40 years  of  reform and opening up,  China 's  commercial  banks have 

scored achievements  worldwide as  they have doubled their  operat ing 

performance,  asset  scale,  deposi t  scale,  and foreign  capi tal  int roduct ion  

scale.  As of  the f i rs t  quarter  of  2019,  China 's  banking industry boasts  the  

total  assets  of  over RMB275.82 t r i l l ion 1 2 ,  ranking the  f i rs t  in  the world.  Six  

large s tate -owned commercial  banks,  including ICBC and CCB, and four 

joint -s tock commercial  banks,  for  example,  CMB, are on  the l is t  of  the 

world 's  top 500 companies  released on July 22,  2019 in Fortune 1 3 .  However,  

in  the environment  of  Internet  f inance,  China 's  commercial  banks are 

encountering new chal lenges,  whi le deepening reform p roves the only way 

                             
1 2

S o u r c e :  P e o p l e ' s  B a n k  o f  C h i n a - S t a t i s t i c s  o f  A s s e t s  a n d  L i a b i l i t i e s  o f  F i n a n c i a l  I n s t i t u t i o n s  a t  t h e  E n d  o f  

t h e  F i r s t  Q u a r t e r  o f  2 0 1 9  
1 3

 F o r t u n e http ://ww w.fo rtun echina .com /fort une5 00/c/ 2019 - 0 7/22 /cont ent_ 33953 5.htm  

http://www.fortunechina.com/fortune500/c/2019-07/22/content_339535.htm
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to  maintain compet i t ive edges and improve internat ional  compet it iveness .  

Financial  system represents  the core of  modern economy,  while the banking 

industry serves  as  a  vi tal  part  of  the f inancial  system. Therefore,  the reform 

and development  of  the banking industry ho ld  the key to  the success  of  the 

reform and development  of  China 's  f inancial  system and even the ent i re 

economic system. Now, China 's  economy is  in  the t ransi t ion from high -speed  

growth to  high-qual i ty development .  In  this  cr i t ical  period of  t ransforming 

growth momentum,  the services  and support  provided by the  banking 

industry have become an important  driving force for  deepening the reform 

of the economic s t ructure.   

Meanwhile,  wi th the deepening and accelerat ing development of  economic  

global izat ion,  the f inancial  markets  of  various countr ies  and  regions interact  

closely.  Against  the backdrop of  new era ,  new climate and new changes,  the 

reform and development  of  China 's  banking industry is  facing an important  

turning point .  Now, the internal  and external  environment  and business  

model of  China 's  banking industry develop many new features  and are faced  

with many new problems.  These new problems require  new ways of  

understandings and solut ions.  China 's  banking industry needs to  carry the  

tough t ransformation and innovat ion as  wel l  as  supply -s ide reform through 

to the end 1 4 .  

With the in-depth development  of  global  economic integrat ion and the 

                             
1 4  Wa n g  S o n g q i .  C h i n a  C o m m e r c i a l  B a n k  C o m p e t i t i v e n e s s  R e p o r t .  C h i n a  F i n a n c e  P r e s s .  2 0 1 8 . 
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increasing openness  of  China 's  f inancia l  industry,  the banking industry is  

facing compet i t ion from both domest ic and foreign markets ,  including 

comprehensive compet i t ion in system, mechanism, science and technology,  

s t rategy,  management  and manpower.  There fore,  how to improve the overal l  

s t rength of  China 's  banking industry and enhance the  comprehensive  

compet i t iveness  of  China 's  commercial  banks is  a  major  topic facing China 's  

banking industry and a hot  topic based on other  theories  of  economic and  

f inancial  research.   

Firs t ly,  a  comprehensive invest igat ion and in -depth s tudy on the operat ing 

performance of  commercial  banks wil l  help to improve the r isk management  

level  of  our commercial  banks and promote their  operat ing performance.  On 

the one hand,  through a comparat ive  s tudy of  the  performance of  various 

commercial  banks,  each bank can f ind i ts  own operat ing deficiencies  and  

exis t ing problems.  On the premise of  drawing lessons  from i ts  own 

advantages,  each bank can break through the t radi t ional  operat ing concepts  

and modes and boldly explore ways and means to  improve i ts  own operat ing 

eff iciency.  At  the same t ime,  in  the face  of  foreign banks  entering China 's  

banking industry under the premise of  an open environment ,  the r isks  of  

China 's  commercial  banks w ill  surely increase further  as  the si tuat ion 

changes.  The survival  of  the  f i t tes t  in  the banking market  will  inevi tably 

lead to  the el iminat ion of  commercial  banks that  lack operat ional  eff iciency 

in  the new compet i t ive environment .  Therefore,  improving ef f iciency is  also 

the key way for  banks to  enhance their  r isk response levels .   
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Secondly,  a  comprehensive invest igat ion and in -depth s tudy on the operat ing 

performance of  commercial  banks  wil l  contr ibute t o  the  overal l  s tabi l i ty and  

sustainable development  of  China 's  f inancial  industry.  The measurement  of  

commercial  banks '  performance and the analysis  of  relevant  empirical  

di fferences can wel l  guide China 's  commercial  banks to  adopt  more effect ive 

ways  to  improve their  compet i t iveness .  The key to  opt imize th e al locat ion  

of  f inancial  resources  in  China l ies  in  cont inuously improving the 

performance of  commercial  banks as  i ts  main body,  which will  eventual ly 

contr ibute to  the al l -round development  of  China 's  f inancial  industry and  

enable China 's  f inancial  indus try to  bet ter  go out  and go up one f l ight  of  

s tai rs  to  part icipate in  internat ional  f inancial  compet i t ion.   

In the third place,  a  comprehensive investigat ion and in -depth s tudy on the  

performance of  commercial  banks wil l  help the nat ional  bank supervis ion 

department  to  formulate more scient i f ic  and reasonable supervis ion policies .  

At  present ,  the development  of  various commercial  banks in China 's  

commercial  banking system shows imbalance,  and the gap in  market  share 

and asset  size is  very prominent .  A compr ehensive invest igat ion and in -depth 

s tudy on the opera t ional  eff iciency of  commercial  banks wil l  help the  

nat ional  bank supervision department  to  formulate a more effect ive bank 

eff iciency evaluat ion in  an open environment ,  discover and d isperse relevant  

r isks  in  t ime,  and guide the rat ional  al locat ion of  f inancial  resources .   

At las t ,  due to  the economic  system, exchange rate system, economic  

development  s tage,  equi ty s t ructure and  oth er  reasons,  the  performance of  
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China 's  commercial  banks s t i l l  has  a lot  of  room for  development .  Therefore ,  

this  paper  hopes to  invest igate the degree of  difference between the  

performance of  China 's  s tate -owned commercial  banks and joint -s tock 

commercial  banks through the establ ishment of  relevant  index  systems and 

models ,  specif ic  performance aspects  and causes ,  and then clari fy the 

s ignif icance of  the  differences between them, and f inal ly put  forward  

reasonable reform proposals .  

1.2 Research Status at Home and Abroad  

1.2.1 Research Status  of  Foreign Scholars  

The discussion on the management  of  modern f inancial  insti tut ions 

originates  from the  compet i t ive pressure of  f inancial  inst i tut ions.  Start ing 

from the factors  that  affect  the performance of  f inancial  inst i tutions,  western  

scholars  have carr ied out  in -depth analysis .  General ly speaking,  the  

evolut ion of  performance evaluat ion in  western countr ies  can be divided into 

three s tages ,  namely,  cost  performance evaluat ion s tage,  f inancial  

performance evaluat ion stage and operat ing performance evaluat ion s tage.   

In the f i rs t  s tage (1950s -1970s) ,  fore ign banks had a s table operat ing 

environment  and s t r ict  supervis ion.  Banks maintained relat ively f ixed 

deposi t  and loan spreads.  Bank profi t s  depended on thei r  market  share.  

Business  development  would inevitab ly lead t o  improved performance.  

Therefore,  the operat ing object ive was  to  increase the market  share.  The 

assessment  focus was on the growth and market  share  of  deposi t  and loan 
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business .   

During this  period,  industr ial  organizat ion theory was ful ly appl ied in  bank  

performance evaluat ion.  The earl ies t  scholar  who s tudied the relat ionship 

between bank s ize and eff iciency was Alhadeff  (1954) 1 5 .  He used the rat io  

of  total  cost /credi t  and investment  as the  average cost  index ,  and the income 

assets  of  credi t  and  investmen t  as  the output ,  and  analyzed the relevant  data  

of  210 Cal i fornia banks from 1938 to 1950.  The conclusion was that  

Cal i fornia branch large banks had greater  output  than s ingle smal l  banks,  

whi le the cost  of  smal l  banks was almost  twice that  of  large  banks,  that  is ,  

the banks had increasing output  effect  and decreasing cost  effect .   

Schweiger & McGee (1961) 1 6  analyzed the cost  of  600 U.  S.  banks with tota l  

assets  as  output .  The resul ts  show that  the cost  of  s ingle -system banks  

decreases  with the expansion of  deposi t  scale,  but  the scale eff iciency of  

branch bank cost  is  not  so obvious.   

Stider  (1964) used the SCP framework of  Bain(1951) 1 7  to  bel ieve that  in  a  

highly concentrated  market ,  large banks can reach col lusive agreements  

without  cost .  By paying lower de posi t  interest  rates  and charging higher loan  

interest  rates ,  large  banks gain monopoly profi ts .  Demsetz (1973,  1974) 1 8  

and Peltzman(1977) 1 9  adopted the hypothesis  of "effect ive s t ructure" and  

                             
1 5  R a m a n  M a n a n d h a r ,  J o h n  C . S .  Ta n g .  T h e  e v a l u a t i o n  o f  b a n k  b r a n c h  p e r f o r m a n c e  u s i n g  d a t a  e n v e l o p m e n t  

a n a l y s i s :  A f r a m e w o r k .  T h e  J o u r n a l  o f  H i g h  Te c h n o l o g y  M a n a g e m e n t  R e s e a r c h  1 3 . 1 ( 2 0 0 2 ) : 1 - 1 7 .  
1 6  B e n s t o n , G .  E c o n o m i e s  o f  s c a l e  a n d  m a r g i n a l  c o s t s  i n  b a n k i n g  o p e r a t i o n s . N a t i o n a l  B a n k i n g  
R e v i e w, 1 9 6 5 , 2 : 5 0 7 - 4 9  
1 7  B a u e r, P. W.  R e c e n t  D e v e l o p m e n t  i n  t h e  E c o n o m e t r i c s  E s t i m a t i o n  o f  F r o n t i e r s ,  J o u r n a l  o f  E c o n o m e t r i c s  

1 9 9 0 ( 4 6 ) , 3 9 - 5 6 .  
1 8  D e m s e t z , H .  I n d u s t r y  s t r u c t u r e ,  m a r k e t  r i v a l r y  a n d  p u b l i c .  J o u r n a l  o f  L a w  a n d  E c o n o m i c s  1 9 7 3 ( 1 6 ) , 1 - 9  
1 9  P e l t z m a n ,  S a m u e l .  T h e  G a i n s  a n d  L o s s e s  f r o m  I n d u s t r i a l  C o n c e n t r a t i o n ,  J o u r n a l  o f  L a w a n d  

E c o n o m i c s , 1 9 7 7 ( 2 0 ) , 2 2 9 - 6 3 .  
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bel ieved that  eff icient  banks had bet ter  management  or  product ion  

technologies ,  thus reducing product ion costs  and obtaining higher profi ts .   

However,  early researches on the performance of  commercial  banks mostly 

implied the assumption that  every bank faced the same degree of  r isk,  or  

assumed that  commercial  banks were  r i sk neutral ,  and r isk  factors  did not  

receive suff icient  at tent ion.   

The second s tage (1970s to  1990s)  was a t ransi t ion period from regulated to  

deregulated s tatus  for  western banks as  a  whole.  Due to  the l iberal izat ion of  

interest  rate control ,  gradual  market iza t ion of  foreign exchange rate and 

relat ive relaxation of  supervis ion,  the operat ing environment  of  banks has  

become complicated  and changeable,  and pure business  development  may 

not  necessari l y lead  to  profi t  growth.  In  fact ,  the credi t  r i sks  brou ght  by 

bl ind business  development  (especial ly loans)  led to  a large number of  losses  

for  banks.  Therefore,  banks took profi t  maximizat ion as  their  operat ing 

object ive,  and the assessment  indicators  were  most ly return on assets  (ROA),  

return on equi ty (ROE)  and other  indicators .  Performance evaluat ion was at  

the s tage of  t radi t ional  f inancial  report ing.   

Representat ive models  in  this  period included tS&VW model  (David  S tuhr,  

Robert  Ban Qichlen ,  1974) 2 0 ,  JS model  (Joseph Sinkey,1975) 2 1 ,  DM model  

(Daniel  Mart in ,  1977) 2 2 ,  KSM model  (Leon Korobow, David Stuhr,Danie l  

                             
2 0   D a v i d  S t u h r ,  R c b e r t  B a n  Q i c h l e n .  R a t i n g  a n d  F i n a n c i a l  C o n d i t i o n  o f  B a n k s :  A S t a t i s t i c a l  A i d  B a n k  

S u p e r c i s i o n .  F e d e r a l  R e s e r v e  B a n k  o f  N e w  Yo r k  M o n t h l y  R e v i e w.  1 9 7 4 ,  ( 9 ) : 2 3 3 - 2 3 8 .  
2 1  S i n k e y  J r . ,  J o s e p h  F.  A M u l t i v a r i a t e  S t a t i s t i c a l  A n a l y s i s  o f  t h e  C h a r a c t e r i s t i c s  o f  P r o b l e m  B a n k s .  J o u r n a l  

o f  F i n a n c e . 1 9 7 5 . 3 0 ( 4 ) : 2 1 - 3 7 .  
2 2  D a n i e l  M a r t i n .  E a r l y  Wa r n i n g s  o f  B a n k  F a i l u r e :  A L o g i c  R e g r e s s i o n  A p p r o a c h .  J o u r n a l  o f  B a n k i n g  a n d  

F i n a n c e . 1 9 7 7 , ( 11 ) : 2 4 9 - 2 7 7 .  
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Mart in,  1977) 2 3 ,  PP model (Col leen Pantalone,  Marjorie Pla t t ,  1987) 2 4 ,  FF 

model  (Donald R． Fraser,  Lyn Fraser,  1991) 2 5 .  Summing up  the common 

characteris t ics  and laws of  development  and change of  these model s ,  we can  

easi ly f ind that  al though the  content  of  bank performance analysis  wil l  be 

cont inuously enriched and refined  with the passage of  t ime,  i t  i s  an eternal  

topic of  bank performance analysis  to  meet  people 's  requirements  for  a  

comprehensive and in -depth understanding of  bank r isks  and  benefi ts .   

In 1972,  American scholar  David Cole introduced DuPont  f inancial  analysis  

system into the  f ield  of  bank management .  DuPont  f inancial  analysis  system 

at tached great  importance to  the integr i ty of  bank managemen t  act ivi t ies ,  

highl ight ing the  analysis  of  the coordinat ion of  bank management  act ivi t ies ,  

which had considerable pract ical  advantages.  However,  DuPont  f inancial  

analysis  system focused on evaluat ing the profi tabi l i ty of  commercial  banks 

and lacked the overal l  assessment  of  "three characteris t ics". 2 6  In  the la te  

1970s,  wi th the increase of  internat ional  business ,  the operat ional  r isks  of  

commercial  banks increased.  In  order  to  prevent  the operat ional  r isks ,  the 

performance evaluat ion system of commercial  banks was fur ther  expanded.  

Based on the original  performance evaluat ion index ,  a  performance 

evaluat ion system with "three characteris t ics" including return on  

investment ,  interest  spread rate,  non -performing assets  rate and current  rate  

                             
2 3  L e o n  K o r o b o w,  D a v i d  S t u h r ,  D a v i d  M a r t i n .  A N a t i o n w i d e  Te s t  o f  E a r l y  Wa r n i n g  R e s e a r c h  i n  B a n k i n g .  

F e d e r a l  R e s e r v e  B a n k  o f  N e w  Yo r k  Q u a r t e r l y  R e v i e w. 1 9 7 7 , ( 8 ) : 3 7 - 5 2 .  
2 4   C o l l e e n  P a n t a l o n e ,  M a r  j o r i e  P l a t t .  P r e d i c t i n g  C o m m e r c i a l  B a n k  F a i l u r e  s i n c e  D e r e g u l a t i o n .  F e d e r a l  

R e s e r v e  B a n k  o f  B o s t o n  Ve w  E n g l a n d  E c o n o m i c  R e v i e w. 1 9 8 7 , ( 7 ) : 3 7 - 4 6  
2 5  D o n a l d  R．  F r a s e r， Ly n  M．  F r a s e r． E v a l u a t i n g  C o m m e r c i a l  B a n k  P e r f o r m a n c e ． A G u i d e  t o  F i n a n c i a l  

A n a l y s i s． 1 9 9 1． ( 2 )： 1 2 — 2 4 .  
2 6  Ya n g  D a n . F i n a n c i a l  M a n a g e m e n t  [ M ]  . B e i j i n g :  R e n m i n  U n i v e r s i t y  o f  C h i n a  P r e s s ,  2 0 0 9 .  
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was gradual ly developed,  with f inancia l  indicators  as  the main operat ing 

performance evaluat ion system.  At  the same t ime,  government performance 

evaluat ion and non-government  evaluat ion (various rat ing agencies)  were  

also involved in  the operat ing performance evaluat ion of  commercial  banks.   

In  1985,  West 2 7  took 1,900 banks in  7 s ta tes  of  the United States  from 1980 

to 1982 as  samples ,  and used  factor  analysis  to  f ind out  that  four  of  the  

common factors  affect ing bank operat ions in  f inancial  indicators  complied 

with CAMEL pr inciples ,  namely,  asset  qual i ty,  profi tabi l i ty,  l iquidi ty and 

capi tal  adequacy principles .  Factor  analys is  resul ts  can  effect ively evaluate  

the bank's  operat ing condit ions and point out  the problem banks.  The Logi t  

f inancial  early warning model  was establ i shed by using the scores  of  i ts  

factors ,  and the correct  discriminat ion rate reached 89.  2% -91.  9%.  

In 1987,  Arshadi  and Lawrencel 2 8   conducted an empirical  s tudy on the  

operat ing performance of  438 new banks establ ished in  the United States  

between 1977 and 1979.  Using canonical  correlat ion analysis ,  they found 

that  the main factors affect ing bank performance included deposi t  growth  

rate,  operat ing cost ,  deposi t  interest  rate,  and loan decis ion .   

The operat ing environment  of  the banking industry in  the thir d s tage ( from 

the 1990s to  the present)  has  faced great  changes.  With the advent  of  

economic global izat ion and integrat ion of  the world economy,  the f requent  

                             
2 7  We s t  R． C． A F a c t o r — a n a l y s i S  A p p r o a c h  t o  B a n k  C o n d i t i o n ， J o u r n a l  o f  B a n k i n g  F i n a n c e， 1 9 8 5 ( 9 )：
2 5 3 - 2 6 6 .  
2 8  A r s h a d i , E . C .  L a w r e n c e .  A n  E m p i r i c a l  I n v e s t i g a t i o n  o f  N e w  B a n k  P e r f o r m a n c e ,  J o u r n a l  o f  B a n k i n g  a n d  

F i n a n c e , 1 9 8 7 , 3 3 - 4 8  
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use of  f inancial  inst ruments and the rapid changes in  f inancial  markets ,  

compet i t ion has  intensif i ed in  the global  scope,  and the theor ies  of  s t rategic 

management  and performance evaluat ion should also develop and change 

with the requirements  of  the environment .  Therefore,  af ter  entering the 

1990s,  the evaluat ion of  non -financial  indicators  and human c api tal  has  

become increasingly important  in the evaluat ion index system of operat ing 

performance.  Western scholars  also pay more at tent ion to  the pract ical  

act ivi t ies  of  bank performance analys is  when s tudying the performance 

evaluat ion model  of  commercial  banks.  These pract ical  act ivi t ies  are joint ly 

led by banks,  rat ing companies  and regulatory authori t ies ,  further  promoting 

the in-depth development  of  bank performance evaluat ion.  General ly,  by 

establ ishing the index  system, adopt ing s tat is t ical  methods,  expert  system, 

neural  network technology and  other  methods,  select ing and establ ishing 

evaluat ion models  such as  regression analysis ,  mult ivaria te discriminant  

analysis ,  Logi t  method,  Probi t  method,  etc.  ,  to  analyze and evaluate the 

performance of  commerc ial  banks,  these models and methods have been  

widely used.   

In the 1990s,  Stern Management  Consul t ing Company of  the United States  

took the lead in proposing a new corporate governance s t ructure system, 

which was based on  Economic Value Added (EVA) and use s  EVA method to 

give more accurate feedback on enterpr ise performance.  Some wel l -known 

commercial  banks in  the West ,  such as  Royal  Bank of  Canada,  Ci t ibank,  

Standard Chartered Bank,  HSBC Bank and Nat ional Bank of  Austral ia ,  al l  
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took value maximizat ion as  t heir  operat ing index ,  int roduced EVA into the  

management  system, took EVA as the  core index  of  bank performance 

evaluat ion,  and implemented the incent ive and rest raint  mechanism based on 

EVA evaluat ion.   

Roth and Vander Velde (1991) 2 9  analyzed  how factors  such as  market ing,  

business  design,  organizat ional  s t ructure  and human resources  affected bank 

performance from the perspect ive  of  f inancial  inst i tut ion s t rategy 

implementat ion.   

In 1997,  Neely and Wheelock 3 0   used regression analysis  to  study the  

operat ing performance of  banks in  various states  of  the United States  from 

1994 to 1995.  It  was found that  the government  f inancial  management  

policies ,  economic act ivity,  market  s t ructure and scope of  banking business  

in  various s tates  had s ignif icant  effects  on ban k performance.  It  was found 

that  factors  such as  economic growth  and deregulat ion of  f inancial  laws  and  

regulat ions had a posit ive impact  on the bank's  operat ing performance from 

1980 to 1990.  

The Banker ,  an authori tat ive publicat ion  published by the Financial  Times ,  

publishes  i ts  ranking l is t  of  1 ,000 banks in the world every July.  Its  

assessment  plan is  the f i rs t  and most  complete approach to  the Basel  Accord .  

I t  evaluates  banks f rom seven aspects  of  data such as  s t rength,  s tabi l i ty,  

                             
2 9  R o t h , A . V. ,  Va n d e r  Ve l d e , M ,  O p e r a t i o n s  a s  m a r k e t i n g : a  c o m p e t i t i v e  s e r v i c e  s t r a t e g y.  J o u r n a l  o f  O p e r a t i o n s  

M a n a g e m e n t . 1 9 9 1 . 1 0 ( 3 ) : 3 0 3 - 3 2 8 .  
3 0  N e e d l y  M i c h e l l e  C l a r k  a n d  W h e e l o c k  D a v i d  C . ,  W h y  D o e s  B a n k  P e r f o r m a n c e  Va r y  A c r o s s  S t a t e s ,  F e d e r a l  

R e s e r v e  B a n k  o f  S t .  L o u i s , 1 9 9 7 . 2 , 2 7 - 4 0 .  
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profi tabi l i ty,  perfo rmance,  capi tal  and  r isk weighted asset  rat io ,  and  

comprehensive credi t  rat ing level .   

1.2.2 Research Status  of  Chinese Scholars  

The academic research on the performance of  commercial  banks in  China is  

s t i l l  in  i ts  infancy.  In  recent  years ,  there  have been many art icles  and books  

on the performance of  commercial  banks in  China.  At  present ,  Chinese  

scholars  mainly use  relevant  models  to  explore the influencing factors  of  

commercial  banks '  operat ing performance by construct ing performance 

evaluat ion system. For example,  Zhao Xu (2001) 3 1  used DEA method to 

s tudy the relat ionship between market  s t ructure,  eff iciency and performance 

of  commercial  banks in  China on the  basis  of  analyzing the t radi t ional  

col lusion hypothesi s  and effect ive s t ructure hypothesis ,  and found that  

eff iciency was an important  determining factor  affect ing the performance of  

commercial  banks.   

Tan Zhongming (2002) 3 2analyzed the operat ing eff iciency of  ten domest ic  

banks and two foreign banks (Ci t ibank and Bank of  America)  by factor  

analysis  in  mult ivariate s tat is t ical  analys is .  Sun Weiyi  and Li  Pingl ian  (2017)  

3 3  respect ively selected core indicators  according to  the f ive major  aspects  

of  camel  rat ing system, and constructed  a hierarchical  and comprehensive  

evaluat ion index  sys tem from the  business  cont inui ty,  regional  coverage and  

                             
3 1  Z h a o  X u  a n d  Z h o u  J u n m i n ,  I n t e r n a t i o n a l  C o m p a r a t i v e  S t u d y  o n  E f f i c i e n c y  o f  C o m m e r c i a l  B a n k s ,  J o u r n a l  

o f  Yu n n a n  U n i v e r s i t y  o f  F i n a n c e  a n d  E c o n o m i c s ,  2 0 0 1  ( 6 ) :  4 0 - 4 5  
3 2  Ta n  Z h o n g m i n g ,  E f f i c i e n c y  A n a l y s i s  o f  C o m m e r c i a l  B a n k s  i n  C h i n a ,  C h i n a  S o f t  S c i e n c e ,  2 0 0 2 ( 3 )  
3 3  S u n  We i y i ,  L i  P i n g l i a n .  S t u d y  o n  t h e  C o n s t r u c t i o n  o f  O p e r a t i o n a l  P e r f o r m a n c e  E v a l u a t i o n  I n d e x  S y s t e m  

o f  C o m m e r c i a l  B a n k s  i n  C h i n a  [ J ] .  T i m e s  F i n a n c e ,  2 0 1 7 ( 3 2 ) : 1 3 1 - 1 3 2 .  
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social  performance of  commercial  banks in  combinat ion with the 

development  characteris t ic s  and r isk fac tors  of  commercial  banks in  China.  

Li  J inlei ,  Fang Lei  and Wang You (2019) 3 4   int roduced funct ional  data  

analysis  method to evaluate the bank performance dynamical ly and  

invest igate the dynamic influence of  relevant  factors .  Firs t ly,  the intr i nsic 

funct ion of  discrete data was reconstructed by rough penal ty,  and the  

discrete performance observat ions were smoothed into cont inuous derivable  

curves .  Furthermore ,  the derivat ive analysis  method was used to  visualize  

the veloci ty and accelerat ion cur ves of  the performance level  curve and  

analyze i ts  dynamic  change process  from a dynamic perspect ive.  On this  

basis ,  a  funct ional  regression model  was  establ ished with bank performance 

as  independent  variable and influencing factors  as  dependent  variable,  and  

the dynamic influence of  different  factors  on bank performance over  t ime is  

graphical ly displayed.  Luo Xin and Chen J ia (2017) 3 5  ,  through the  

construct ion of  a  comprehensive performance evaluat ion  index  system, 

through 16 l isted banks 11 index  data duri ng the year  of  2014-2016,  used 

DEA combined with AHP to obtain the weight  of  each index ,  ranked the  

resul ts ,  and gave suggest ions on the  future development  of  commercial  

banks.  

                             
3 4  L i  J i n l e i ,  F a n g  L e i ,  Wa n g  Yo u .  D y n a m i c  E v a l u a t i o n  o f  C o m m e r c i a l  B a n k  P e r f o r m a n c e  a n d  A n a l y s i s  o f  I t s  

I n f l u e n c i n g  F a c t o r s  [ J ] .  C h i n a  B u s i n e s s  T h e o r y,  2 0 1 9 ( 1 3 ) : 7 9 - 8 4 + 1 4 1 .  
3 5 L u o  X i n ,  C h e n  J i a .  R e s e a r c h  o n  C o m p r e h e n s i v e  P e r f o r m a n c e  E v a l u a t i o n  o f  C h i n a ' s  C o m m e r c i a l  B a n k s  B a s e d  

o n  D E A [ J ] .  M a l l  M o d e r n i z a t i o n ,  2 0 1 7 , ( 2 0 ) : 1 0 4 - 1 0 5 .  
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1.3 Research Content and Ideas  

1.3.1 Research content  of  this  ar t icle  

(1)  Review and evaluat ion of  relevant  research l i terature at  home and abroad;  

(2)  the reform and development  process  of  China 's  commercial  banks and  

the exis t ing problems;  (3)  Performance comparison between s tate -control led  

and non-state-cont rol led commercial  banks ;  (4)  Establ ishment of  

performance evaluat ion system of s tate -owned and non-state-owned 

commercial  banks  and DEA empirical  analysis ;  (5)  Research conclusions and 

suggest ions for  future development .   

1.3.2 Text  Structure  

According to  the above analysis ,  thi s  paper s tudies  on the basis  of  the  

theoret ical  ci rcle 's  l i terature review on the core compet i t iveness  theory and  

the research on the core compet i t iveness  of  state -owned commercial  banks 

and non-state-owned commercial  banks such as  operat ing performance.  T he 

content  of  the ar t icle is  as  fol lows:  

The introduct ion of  Chapter  I  i s  a  summary of  the whole paper,  which gives  

a general  int roduct ion and explanat ion of  the  background,  s ignif icance,  

research content  and ideas ,  research methods,  innovations and defici encies  

of  the ar t icle.   

Chapter  II i s  Basic  Theory and Li terature Review.  Firs t ly,  i t  defines  the 

concept  and characteris t ics  of  core compet it iveness  in  general  sense,  and 
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analyzes  and explains  the concepts  and theoret ical  research of  

compet i t iveness ,  core compet i t iveness ,  compet it ive advantage,  etc.   

Chapter  III mainly expounds the reform and development  process  of  China 's  

commercial  banks.  Through the four s tages  of  comple t ion, tortuous 

development ,  dividend release and t ransformation development  under the  

new normal ,  i t  sorts  out the development  sequence of  China 's  commercial  

banks,  and points  out  the diff icul t ies  and  problems exis t ing in  the reform at  

al l  s tages  of  develo pment .   

Chapter  IV analyzes  the index  change t rend of  the  sample banks from 2007 

to 2018 by construct ing the corresponding evaluat ion system, select ing the 

appropriate samples ,  sort ing out  and analyzing the corresponding panel  data 

through the  indicators  o f  equi ty s t ructure,  scale s t rength ,  profi tabi l i ty,  

securi ty capabi l i ty,  capi tal  f low capabi l i ty,  etc .   

On the basis  of  the previous chapter,  Chapter  V makes an empirical  analysis  

on the performance evaluat ion of  the sample commercial  banks by 

construct ing the  performance index  system and using the data envelopment  

analysis  method,  and analyzes  the causes  of  the performance differences 

through the analysis  resul ts .   

In order  to  further  explore the reasons for  the performance differences 

between s tate-owned commercial  banks and non -state-owned commercial  

banks,  Chapter  VI explains  the resul ts  of  the Chapter  V,  using the  regression  

analysis  method to construct  f ive models  to  analyze the  impact  of  ownership  
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concentrat ion and the s tate -owned and non-state-owned shareholders  on 

operat ing performance  

Chapter  VII combines the background of  the second chapter,  synthesizes  the 

analysis  resul ts  of  the third to  the  s ix th chapters ,  summarizes  this  paper,  and  

veri f ies  that  the hypothesis  put  forward in  the f i rs t  chapter  is  t rue  

proposi t ion.  

1.3.3 Research Framework  

Figure  1 -2    Research  Framework  
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1.4 The methods in this paper  

Guided by the theories  of  pol i t ical  economics,  industr ial  economics,  f inance ,  

econometrics  and  management ,  and drawing lessons f rom relevant  theories ,  

this  paper adopts  the methods of  l i terature research,  case analysis ,  

combinat ion of  normative analysis  an d  empirical  analysis ,  combinat ion of  

comparat ive research and comprehens ive analysis ,  and combinat ion of  

qual i tat ive research and quant i tat ive research.   

Firs t  of  al l ,  l i terature is  defined as  "al l  carr iers  of  knowledge that  have been 

published or  that  have not been publ ished but  have been col lated and 

reported",  including printed materials  such as  periodicals ,  degree papers ,  

and archives ,  as  wel l  as  various materials  appearing in  physical  form and in  

the network.  The l i terature research method is  an indire ct  research method,  

which refers  to  a series  of processes  of  col lect ing,  ident i fying and col lat ing 

documents  to  form a scient i f ic  unders tanding of  facts  through l i terature  

research.  In  scient i f ic  research,  ful l  possession of  data  is  one of  the  

prerequis i tes .  Only with ful l  possession of  a  wide range of  data can i t  be  

possible to conduct  in -depth research on the l i terature,  grasp the relevant  

research t rends and academic  front ier  development ,  and thus understand the  

previous research resul ts and the current  research s tatus .  General ly,  i t  

includes f ive l inks:  proposing topics  or  assumptions,  researching and  

designing,  col lect ing l i teratures ,  accumulat ing l i teratures  and summariz ing 

l i teratures .  Start ing from the research  of  ex ist ing l i terature,  this  paper  

ex tensively col lects  relevant  academic  papers ,  periodicals ,  conferences ,  



39 

 

briefing papers  and other  materials  at  home and abroad.  Through in -depth  

research,  i t  focuses  on the appl icat ion of  relevant  economic  theories ,  sums 

up the defini t ion of  the core compet i t iveness  of  commercia l  banks abroad,  

deeply analyzes  the  influencing factors  and evaluat ion system of the core  

compet i t iveness  of  s tate -owned commercial  banks,  and f inds the best  way to  

effect ively enhance the core compet i t iveness  of  s tate -owned commercial  

banks.  Secondly,  the combinat ion of  theoret ical  research  and empirical  

research.  Empirical  analysis  is  the main analysis  method of  economics,  

which mainly answers  "what  is  the economic phenomenon" or  "how is  i t  

actual ly solved" to  s tudy the economic proble ms faced in  real i ty.  Through 

the investigat ion of  many phenomena and changes in  his tory and real i ty,  

regular  conclusions are drawn f rom them, and relevant  economic theory 

systems are es tabl ished on this  basis .  At  the same t ime,  as  far  as  

methodology is  con cerned,  normative analysis  s tudies  the  "what  should be"  

or  how economic problems should be so lved in  economic ac t ivi t ies .  As for  

the core compet i t iveness  of commercial  banks,  normative economic analysis  

is  especial ly needed as  i ts  theoret ical  basis .  At  the  same t ime,  i t  i s  also 

necessary to  combine empirical  analysis  methods with certa in econometric  

mathematical  s tat ist ical  methods for  analysis .  There is  a  great  di fference  

between economics  and management  in  the interpretat ion of  core  

compet i t iveness .  This paper focuses  on the appl icat ion of  economics theory 

to  explain what  is  the core compet i t iveness  of  commercial  banks and what  

factors  affect  the core compet i t iveness  of  s tate -owned commercial  banks.  At  

the same t ime,  i t  discusses  how to evaluate the core c ompet i t iveness  of  s tate -
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owned commercial  banks.   

Thirdly,  the  combinat ion of  qual i tat ive analysis  and  quant i tat ive analysis .  

Quant i tat ive analysis  is  to  use s tat ist ical  data,  and establ ish a mathematical  

model ,  according to  the characteris t ics  of  the resea rch object ,  through the  

calculat ion of  the model ,  analysis  of  the indicators  and  values  of  the 

research object .  Compared with quant i tat ive analysis ,  qual i tat ive analysis  is  

the premise and  foundat ion of  quant i tat ive analysis .  Genera l ly speaking,  i t  

refers  to  the method of  judging the  research object  according to  the 

researcher 's  experience and subject ive judgment ,  and in  combinat ion with 

various s i tuat ions of  the research object  on the t ime series .  On the whole,  

the research in  this  paper lays  a theoret ical  foundat ion with qual i tat ive 

research,  calculates  the core  compet i t iveness  of  China 's  commercial  banks  

by combining quant i tat ive analysis  methods,  and systematica l ly analyzes  the  

calculat ion resul ts  to  explore the paths  and countermeasures  for  China 's  

commercial  banks,  especial ly the  s tate -owned commercial  banks,  to  

effect ively enhance the core compet i t iveness .   

1.5 The main innovations and deficiencies of this paper  

1.5.1 Innovat ion of  This  Art icle  

1.  Start ing from the perspect ive of  economics,  this paper  abandons the  

ex tensive and complicated research methods of  the past  core compet it iveness  

research,  combs the  theoret ical  defini t ion of  core  compet i t iveness  through 

l i terature research,  combines the part iculari ty of  s tate -owned commercial  
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banks,  innovates  t he  concept  of  core  compet it iveness ,  and s tandardizes  the 

core compet i t iveness  of  s tate -owned commercial  banks in  terms of  defini t ion,  

that  is ,  under a certain level  of  product ion technology,  social -economic  

system and comprehensive social  development .  Comm ercial  banks can  

provide some special  values  to  customers  in a compet i t ive market  

environment  and are not  easy to  be imi tated by r ivals ,  so that  commercial  

banks can maintain long-term, s table,  sustainable,  dynamic and 

comprehensive internal  capabi l i t ies  i n  the future.  It  i s  a  dynamic capabi l i t y 

of  commercial  banks to  exploit  their  natural  resources  and external  market  

environment  to  expand the ex is t ing market ,  create future opportunit ies  and  

win compet i t ive advantages in  the long run,  taking into account  s ocial  

responsibi l i t ies .   

2.  Systematical ly analyze the  core compet it iveness  on the basis  of  more  

r igorous theory,  specif ical ly on the basis  of  Porter 's  value chain theory,  

analyze  the value chain of  China 's  commercial  banks.  Based on in -depth 

research on the internal  and external  value chains  of  commercial  banks,  

analyze the const i tuent  factors  of  the core compet i t iveness  of  s tate -owned 

commercial  banks,  and establ ish the foundat ion for  the subsequent  

construct ion of  the evaluat ion system of the core compet i t iveness  of  s tate -

owned commercial  banks.   

3.  Based on the qual i tat ive analysis  of  the defini t ion and influencing factors  

of  s tate-owned commercial  banks,  an evaluat ion index  system of core  

compet i t iveness  of  s tate -owned commercial  banks is  init ial ly es ta bl ished on 
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the basis  of  4  cr i ter ia  layers  and 12 index  layers .  Based on panel  data,  the  

core compet i t iveness  of  f ive s tate -owned commercial  banks  and seven non -

state-owned commercial  banks in  China is  ranked by AHP (analyt ic  

hierarchy process) ,  and the rel at ive s t rength of  the core compet it iveness  of  

s tate-owned commercial  banks in  China is  quanti tat ively analyzed.   

4.  At  present ,  China 's  banking system is  relat ively perfect  but  complicated.  

Under the coexis tence of  banks with various at t r ibutes ,  such as  po licy banks,  

large s tate-owned commercial  banks,  joint -s tock commercial  banks,  urban  

commercial  banks,  housing savings banks,  private banks,  rural  commercial  

banks,  rural  coopera t ive banks,  rural  credi t  cooperat ives ,  vi l lage banks and  

foreign legal  person  banks,  i t  i s  also the  focus of  this  ar t icle to construct  a  

reasonable and effec t ive performance evaluat ion system and do an eff icient  

and intui t ive analys is  of  relevant  indicators .  Through reviewing the  

development  and reform process  of  Chinese commercial  b anks,  the operat ing 

performance of  some commercial  banks in  the past  11 years  has  been  

s t ructured,  and the reasons for  the differences in  operat ing performance of  

commercial  banks of  different  natures  have been found out ,  which is  the  

highl ight  of  this  ar t icle.   

5.  By introducing panel  data,  this  paper f i rs t  compares  the  performance of  

the sample commercial  banks,  and obtains  the prel iminary resul ts .  Then,  the 

data is  imported into CRS model  with constant  returns  to  scale,  and the 

eff iciency of  their  operat ion abi l i ty,  profi tabi l i ty and growth abi l i ty is  

analyzed by envelopment analysis  method.  The prel iminary resul ts are  
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explained and supported by the analysis  resul ts ,  and the gap between s tate -

owned commercial  banks and non -state -owned commercial  banks is  obtained. 

Final ly,  regression analysis  is  used to  explore the relat ionship between the 

the proport ion of  s tate -owned shares  and the management  of  the bank ’s  

operat ing performance,  and the analysis  resul ts  are obtained.  Combined with 

the development  background of  China’s  commercial  banks in  the third 

chapter,  the  prel iminary analysis  resul ts  of  panel  data and  DEA analysis  

resul ts ,  the reasons  for  the differences  between s tate -owned commercial  

banks and non-state -owned commercial  banks are obtained.  On the ba sis  of  

historical  development  facts ,  we obta in the reason analys is  based on 

historical  facts  through the data arrangement  and analysis  of  business  

performance.  This  method can provide a reference for  the performance 

difference analysis  of  commercial  banks and even the performance 

difference analysis  of  enterprise management .  

1.5.2 Research Deficiencies  

Due to the  influence  of  personal  academic research abi l i ty,  wri t ing t ime and 

references,  the research in  this  paper s t i l l  has  the fol lowing deficiencies ,  

which need to  be improved in future research:  

1.  At  present ,  the academic research on the theory of  core competence is  

s t i l l  in  the "Warring States" era,  and there is  a  lack of  relevant  documents  

and materials  for  systematic research on  the theory of  core competence.  At  

the same t ime,  the theories  of  various branches of  industr ia l  economics are 
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in the process  of  cont inuous improvement .  How to systematical ly understand  

the core competence from the perspect ive of  s tandard ized industr ial  

economics is  very d iff icul t .   

2. Studying the core compet i t iveness  of  state -owned commercial  banks 

requires  a  thorough understanding of  China 's  banking industry.  As China 's  

s tate-owned commercial  banks are in  a constant ly changing internal  and  

external  market  environment ,  and t he influencing factors of  their  core  

compet i t iveness  are  also in  a dynamic  s tate,  the comprehensiveness  and  

rat ional i ty of  the  design of  the index system for  evaluat ing the core  

compet i t iveness  of  s tate -owned commercial  banks need to  be further  

improved.   

 

2. Overview of the Concepts and Methods of Commercial 

Bank Performance Evaluation 

2.1 Elaboration of Related Concepts of Operating 

performance Evaluation of Commercial Banks  

2.1.1 The Meaning of  Operat ing performance and Operat ing performance 

Evaluat ion  

(1)  Operat ing performance  

Before discussing the operat ing performance evaluat ion of  commercial  

banks,  we should f i rs t  clar i fy the meaning of  operat ing performance.  
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According to  the  ex is t ing research l i terature,  scholars  have two views on the 

meaning of  ope rat ing performance:  one is to  regard operat ing performance 

as  output ,  that  is ,  operat ing performance output  theory;  and  the other  is  to  

regard  operat ing performance as  an  act ,  that  is ,  operat ing performance 

behavior  theory.  The output  theory holds  that  the  operat ing performance of  

an organizat ion should refer  to  the records generated by specif ic  work  

funct ions or  act ivi t ies  within a specif ic  period of  t ime,  and the level 3 6  of  

operat ing performance should be judged by the complet ion of  an  

organizat ion 's  s t rat egic  object ives .  Behaviorism holds  that  some factors  

have an obvious and direct  impact  on the resul ts  of  an organizat ion 's  work  

compared with other  factors .  Operat ing performance can  be equivalent  to  

these behaviors .  These behaviors  that  can affect  the org anizat ion 's  s t rategic  

object ives  are opera t ing performance 3 7 .   

These two viewpoin ts  have their  own bases ,  but  they also have their  own 

shortcomings.  If  the management  performance is  only regarded as  a kind of  

product ion management ,  i t  wi ll  easi ly lead to  th e short - term behavior  of  the 

enterprise,  neglect  the effect ive  al locat ion of  enterprise resources ,  and  

dampen the enthusiasm of employees.  If  performance is  only regarded as  a 

kind of  behavior,  i t  seems to be fai rer  and more reasonable than the resul t .  

However,  due to  the lack of  target  incent ives ,  the expected output  wil l  not  

be real ized and the enterprise wil l  not  be able to  operate f inal ly.  Moreover,  

                             
3 6

 Z h a n g  J i a n g u o ,  X u  W e i .  P e r f o r m a n c e  S y s t e m  D e s i g n  [ M ] .  B e i j i n g :  B e i j i n g  U n i v e r s i t y  o f  T e c h n o l o g y  

P r e s s .  2 0 0 3 :  1 8 - 3 5 .  

3 7  C h e n  F a n g .  P e r f o r m a n c e  M a n a g e m e n t  [ M ] .  S h e n z h e n :  H a i t i a n  P u b l i s h i n g  H o u s e .  2 0 0 2 :  6 - 8 .  



46 

 

there is  s t i l l  no effect ive evaluat ion s tandard for  the s imple behavior  

evaluat ion,  and i ts  pract ical  ope rabi l i ty is  not  st rong.  Therefore,  this  paper  

takes  these two viewpoints  into considerat ion and holds  that  operat ing 

performance is  actual ly both an output  and an act ,  and the two complement  

each other  and are inseparable.  Operat ing performance as  output  i s  the resul t  

of  behavior,  operat ing performance as  behavior  is  to  achieve a  certain goal ,  

that  is ,  to  obtain a certain output  is  the resul t .   

(2)  Evaluat ion of  operat ing performance  

Evaluat ion refers  to  that  the evaluat ion  subject  judges the "superior" and  

"inferior" of  the funct ion,  role and effec t  of  the evaluated object  according 

to certain methods and s tandards or  compared with s imilar  things.  

Management  performance evaluat ion is to  design the corresponding 

evaluat ion index system according to  the enter prise 's  object ives ,  and to  

make object ive and  accurate comprehensive judgment  on the enterprise 's  

management  performance during a cer tain period of  operat ion by using 

specif ic  evaluat ion  methods according to specif ic  evaluat ion s tandards.  

Performance evaluat ion belongs to  the category of  management  work and is  

essent ial ly for  the business management  service of  the enterprise.  Its  his tory 

is  qui te  long.  It  or iginated from the ini t ial  comparison of  labor achievements  

and labor costs ,  but  i ts  real  development  was after  the 16th century.  With 

the emergence of  modern company system and the separat ion of  ownership 

and management  r ights ,  owners  need to  use certain methods to evaluate the  

operat ing performance of  operators .  Because even i f  the enterprise 's  
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rest raint  mechanism is perfect ,  due to  the asymmetry of  informat ion,  the 

efforts  and management  level  of  the operators  may s t i l l  not  be ful ly 

understood 3 8   by the owners .  Therefore,  when the constrain t  mechanism 

cannot  solve these problems,  the management  performance  evaluat ion can  

reward  the resul ts  of  the efforts  of  the operators  on the basis  of  scient i f ic  

evaluat ion of  the management  performance,  play the role of  the incent ive 

mechanism, to  a certain ex tent ,  can make up for  the defects  of  the constraint  

mechanism and encourage the operators  to  bet ter  fulf i l l  the object ives  

required by the owners .   

2.1.2 Discussion on Relevant  Concepts  of  Commercial  Banks '  Operat ing 

Performance  

(1)  The operat ing performance of  commercial  banks  

The operat ing performance of  commercial  banks is  the resul t  of  the joint  

act ion of  mult iple factors .  As for  the operat ing performance of  commercial  

banks,  there  has  not  yet  been a consensus defini t ion accepted by the 

academia.  A modern  commercial  bank i s  a  f inancial  enterprise es tabl ished 

according to  the organizat ion mode of  modern company system. In essence,  

i t  i s  the same as other  enterprises .  Its  basic goal  is  to maximize the value of  

enterprises .  However,  commercial  banks  also have their  own part iculari ty of  

operat ion.  Apart  from their  profi t -making object ives ,  they also have safety 

and l iquidi ty requirements .  At  the same t ime,  because commercial  banks  

                             
3 8  Z h a n g  We i y i n g .  E n t r e p r e n e u r - C o n t r a c t  T h e o r y  o f  E n t e r p r i s e s  [ M ] .  S h a n g h a i :  J o i n t  P u b l i s h i n g  C o m p a n y.  

1 9 9 5 :  6 7 - 8 2 .  
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have s t rong influence in  the economic and f inancia l  f ields ,  their  

requirements  for  operat ional  r isk control  abi l i ty are higher than those of  

ordinary enterprises .  Therefore,  in  combinat ion with the meaning of  

operat ing performance ment ioned above,  this  paper defines  the operat ing 

performance of  commercial  banks as:  under the effect  of  market  mechanism,  

within a certain operat ional  period,  accord ing to  the basic operat ing 

principles  of  profi tabi l i ty,  safety,  l iquidi ty,  development  capabi l i ty,  etc . ,  

and centering on the goal  of  maximizing the value of  the enterprise,  

commercial  banks shal l  reasonably al locate and make ful l  use of  the  

economic resources  owned by the enterprise,  and provide f inancial  products  

and services  that  meet  the needs of  the market ,  showing the  operat ing 

performance,  operat ing eff iciency,  r isk management  level  and sustainable 

development  capabi l i ty.   

(2)  The evaluat ion of  commercial  banks '  operat ing performance  

According to  different  performance evaluat ion angles ,  bank performance 

evaluat ion can be divided into commercial  bank 's  evaluat ion to  bank 

employee performance,  commercial  bank 's  evaluat ion to  the  performance of  

various funct ional  departments ,  and commerci al  bank's  comprehensive  

evaluat ion to  i ts  overal l  performance level .  The main  content  of  this  paper 

is  the comprehensive evaluat ion of  the overal l  operat ing performance of  

China 's  commercia l  banks.  In  fact ,  the evolut ion of  management  

performance evaluat ion is  not  only the resul t  of  enterprise  sys tem changes,  

but  also the needs  of  i ts  own changes.  People 's  understanding of  bank 
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management  is  also deepened through evaluat ion act ivit ies .  This paper holds  

that  the performance evaluat ion of  commercial  banks ref ers  to  the  

comprehensive evaluat ion and evaluat ion of  the operat ing performance,  

operat ion eff iciency,  r isk management  level  and sustainable development  

abi l i ty of  commercial  banks in  terms of  the use  eff iciency of  economic  

resources  possessed  by commercia l  banks and the provis ion of  f inancial  

products  and services  that  meet  the needs of  the market ,  s tar t ing from the  

enterprise nature of  commercial  banks.   

The evaluat ion of  commercial  bank's operat ion performance general ly 

includes two aspects .  The f i rs t  as pect  is  to  determine the cr i ter ia  and  

methods of  commercial  bank's  operat ion performance evaluat ion, and to 

judge and evaluate the level  of  commercial  bank's  operat ion and management .  

The second aspect  is  to  f ind out  the effec t ive ways to  improve the opera t ion 

s tatus and eff iciency of  commercial  banks by analyzing the conclusions 

drawn from the evaluat ion.  Through the performance evaluat ion of  

commercial  banks,  managers  can decide the bank 's  next  development  

s t rategy,  investors  can make decis ions on whether  to  invest ,  which bank or  

which banks to invest ,  and regulators  can correct ly guide the operat ion of  

commercial  banks in China and promote the heal thy and harmonious 

development  of  China 's  banking industry.   
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2.2 Review of Relevant Methods for Performance E valuation 

of Commercial Banks  

2.2.1 DuPont  Analys is  

DuPont  Model  is  one of  the most  famous models  appl ied in  the evaluat ion  

of  commercial  banks '  operat ing performance in  the theoret ical  ci rcle.  This  

model  is  named after  David Cole appl ied DuPont 's  f inancia l  management  

principles  to  the f ield of  bank management .  Its  core is  to  analyze various 

factors  affect ing the profi tabi l i ty of  banks by decomposing the  Return on  

equi ty (ROE) of  banks. 3 9  In  the model ,  the indicators  to  measure the overal l  

profi tabi l i ty of  banks include two important  parameters :  Return on equi ty  

(ROE) and Return on assets  (ROA).   

Return on equity (ROE) is the quot ient  of  the bank 's  net  income and 

shareholders `  equi ty,  which represents  the net  income of  each uni t  of  the 

bank's  equi ty before di vidends.  The larger  this  number is ,  the higher the  

profi tabi l i ty of  bank equity is .  Return on assets (ROA) is  the quotient  of  the 

bank's  net  income and the bank's  tota l  assets ,  which represents  the net  

income of  the bank 's  uni t  assets .  The higher the value of  th is  indicator,  the  

higher  the profi tabi l i ty of  bank assets .  ROE is  equal  to  the product  of  ROA 

and Equi ty mult ipl ier (EM),  which can be expressed as  ROE=ROA*EW 4 0 .  

Equi ty mult ipl ier  is  the quot ient  of  the bank's  total  assets  and  shareholders `  

                             
3 9  B i e  X i u m e i ,  L i u  S h i f e i . A C o m p r e h e n s i v e  F i n a n c i a l  A n a l y s i s  M o d e l :  D u P o n t  A n a l y s i s  [ J ]  . M o d e r n  

C o m m e r c i a l  B a n k ,  1 9 9 7 ,  ( 5 ) :  5 8 - 5 9  

4 0  Z h o u  H o n g y a n g .  M a n a g e m e n t  a n d  P r a c t i c e  o f  M o d e r n  C o m m e r c i a l  B a n k s  [ M ] .  B e i j i n g :  C h i n a  F i n a n c e  P r e s s .  

1 9 9 7 :  1 0 3 - 1 2 5 .  
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equi ty.  This  method s tar ts  from the most  comprehensive  and representat ive 

index  of  evaluat ing enterprise performance,  the common equi ty return rate,  

and decomposes i t  layer  by layer  into  the use of  the most  basic factors  of  

product ion,  the composit ion of  costs  and expenses ,  and enterprise r isks .  It  

can meet  the needs of  operators  for  evaluat ion through f inancial  analysis ,  

and can f ind out  the causes  and correct  them in t ime when the opera t ion  

changes.  4 1  

Through the composi t ion of  DuPont 's  f inancial  analysis  sys tem, we can see  

that  the evaluat ion index  in DuPont 's  f inancial  analysis  model  involves  al l  

aspects  of  bank operat ion.  It  indirect ly ref lects  al l  aspects  of  bank operat ion  

and their  res t r ict ive relat ionships  through the highly comprehensive common 

equi ty yield index ,  which can be used to  conduct  a  comprehensive analysis  

and evaluat ion of  bank performance and has  a good guiding role in  

improving the bank 's  f inancial  management .  However ,  DuPont 's  f inancial  

analysis  method also  has  three shortcomings:  f i rs t ,  i t  ignores  the differences  

in the goals  pursued by di fferent  banks.  Second,  when a bank part icipates  in  

off-account  business  projects ,  the  bank 's  total  assets  are  no longer the  onl y 

meaningful  measure.  Third,  t radi t ional  performance analysis  does not  

explain how banks create shareholder  value.   

2.2.2 Market  Value  Analysis  and Evaluat ion Method  

This  method is  based on the assumption that  the f inancial  currency market  

                             
4 1  P e t e r  R o s e . C o m m e r c i a l  B a n k  M a n a g e m e n t  [ M ] . C o p y r i g h t  1 9 9 6  b y  R i c h a r d  D . I r w i n : 1 6 4 - 2 1 6 .  
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i s  ful ly effect ive,  and the s tock market  prices  of  the banks t raded on the  

market  ful ly ref lect  the real  value of  the banks.  Simply put ,  the value of  a  

bank's  s tock is the product  of  i ts  Earning Per Share and i ts  P/E rat io .  The 

bank's  market  value analysis  method is  based on  two concepts :  the free cash  

income of  shareholders  and the difference management  model .  The free cash  

income FC of shareholders  can be expressed as:  

FC=(NI+NC)+(S-U)=D where:  NI is  the net  income of  the bank;NC is  bank 

non-cash expendi ture;  S  is  the sourc e  of  funds in  the bank 's  balance  sheet ;  

U is  the use of  funds in  the bank 's  balance sheet ;  D is  the dividend of bank 

shareholders ;  

(Nl+NC) represents  the current  cash income from bank operat ions;  

(S-U) indicates  the  cash expendi ture required for  changes  in  the bank 's  

balance sheet .  4 2  

The difference management  model  calcu lates  the net  income of  the bank by 

managing the difference between the in terest  rate of  the bank's  loan funds  

and the interest  rate  of  the borrowed funds,  and the net  income is  the main 

factor  affect ing the  market  valu e of  the bank.  This  management  mode 

assumes that  the reta i l  banking department  (deposi t  department)  raises  funds  

within the bank,  whi le the wholesale banking department  ( loan department)  

uses  funds,  and the bank headquarters  d ispatch funds to  be t ransfer re d from 

the retai l  department  to  the wholesale  department .  If  the  capi tal  t ransfer  

                             
4 2  L i  X i y i ,  R e n  R u o e n .  E f f i c i e n c y  C h a n g e  a n d  T r e n d  A n a l y s i s  o f  S t a t e - o w n e d  B a n k s .  C h i n a  S o f t  S c i e n c e ,  

2 0 0 4 ,  ( 1 ) ,  5 7 - 6 1 .  
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price set  by the bank 's  headquarters  is  unreasonable,  the profi ts  of  the bank 's  

retai l  department  wi l l  be different  from those of  the wholesale department .  

If  the bank 's  inte rnal sources  of  funds cannot  meet  the needs of  the use of  

funds,  the bank needs to  obtain higher -cost  ex ternal  sources  of  funds in  

domest ic and foreign money markets  or  capi tal  markets .  The opportuni ty 

cost  provided by the retai l  department of  the bank to the wholesale 

department  const i tutes  the price for  the internal  t ransfer  of  bank funds.   

Market  value  analys is  is  s imple and  easy to  carry out ,  but  i t  i s  di ff icul t  to  

judge the value of  banks that  are not  l is ted,  and i t  i s  also diff icul t  to  judge 

the value  of  banks that  are l is ted but  whose s tock t ransact ions are not  act ive.   

2.2.3 Balanced Scorecard Method  

Balanced scorecard  performance evaluat ion method is  an enterprise  

performance evaluat ion system and a management  system 4 3  developed by 

American scholars  Robert  Kaplan and David Naughton in  the 1960s.  As a 

performance evaluat ion system, the balanced scorecard adopts a  series  of  

f inancial  performance evaluat ion indexes and non -financial  performance 

evaluat ion indexes.  Its  f inancial  indexes mainly include pro fi t  indexes and 

return on investment ,  whi le non -financial  indexes mainly include customer  

sat isfact ion,  internal  product ion and operat ion process ,  and  innovat ion and  

improvement  abi l i ty.  Non -financial  indicators  can  supplement  f inancial  

indicators  from the  perspect ive of  customers ,  internal  business  process ,  and 

                             
4 3  R o b e r t  S .  K a p l a n ,  D a v i d  P .  N o r t o n .  P u t t i n g  t h e  B a l a n c e d  S c o r e c a r d  t o  W o r k .  H a r v a r d  B u s i n e s s  R e v i e w [ J ] .  

S e p t e m b e r - O c t o b e r , 1 9 9 3 : 7 7 - 1 0 2  
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learning and growth  to  measure the operat ing performance 4 4  of  commercial  

banks.  The performance evaluat ion method of  the balanced scorecard  

overcomes the defect  of  evaluat ing the bank's  performance o nly by f inancial  

indicators ,  and forms a comprehensive evaluat ion index  system by adopt ing 

product  qual i ty,  consumer sat isfact ion,  market  share,  innovat ion abi l i ty and  

f inancial  data,  which comprehensively ref lects  the current  operat ion 

s i tuat ion and devel opment  prospect  of  the bank.  More important ly,  the  

balanced score  method solves  the defect  that  the t radi t ional  performance 

evaluat ion method cannot  l ink the bank's  long -term goals  with short - term 

act ions and cannot  l ink the organizat ion 's  overal l  goals  wi th individual  goals .  

It  uses  informat ion technology to put  al l  the object ives  of  the organizat ion 

into a form, so that  the object ives  of  the ent i re organizat ion, departments ,  

business  units  and employees can real ize coordinated opera t ion,  bring into 

play the great  potent ial  of  the human capi tal  of  the ent i re  organizat ion,  and  

improve the performance of  commercial  banks.   

However,  the balanced scorecard  method is  complicated to  use and requires  

a  lot  of  work.  It  i s  di ff icul t  to  quant i fy a  large number of  non -financial  

indicators  in  the evaluat ion.  When the cost  is  the same,  i t  al so involves  the  

task of  ass igning weights  to  different  indicators .  In  the  comprehensive  

evaluat ion,  i t  is  necessary to  not  only assign weights  between different  

levels ,  but  also assign weights  between different  indicators  at  the same level .  

                             
4 4  Z h a o  G u o j i e ,  Z h a o  H o n g m e i .  C o n s t r u c t i o n  o f  P e r f o r m a n c e  E v a l u a t i o n  S y s t e m  f o r  C o m m e r c i a l  B a n k s  B a s e d  

o n  B a l a n c e d  S c o r e c a r d .  M o d e r n  F i n a n c e  [ J ] . 2 0 0 4 ,  ( 5 ) :  3 - 7  
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This  work is also relat ively diff icul t ,  because when assigning weights  to  

performance evaluat ion indicators ,  balanced scorecard mainly rel ies  on 

evaluat ion methods such as  expert  scoring method,  whi ch is  mainly a  

subject ive evaluat ion method and is  great ly influenced by individual  

evaluat ion.  Different  people and different  environments often get  di fferent  

resul ts .  The accuracy and object ivi ty of  evaluat ion resul ts are quest ionable.   

2.2.4 Data Envelopment  Analysis  

Data envelopment  analysis  (DEA),  as  a  typical  representat ive of  the 

effect iveness  performance evaluat ion method,  was not off ic ial ly publ ished  

unti l  the 1980s.  The analysis  method focuses  on the use of  empirical  models  

and rel ies  on the  appli cat ion of  mathematical  and s tat is t ical  methods to  

determine the relat ively effect ive product ion front .  Input  decis ion -making 

units  and output  decis ion -making uni ts  are projected onto the DEA 

product ion front  at  the same t ime,  and the relat ive effect iveness  of  input  and  

output  indicators  is  evaluated by compar ing the degree of  deviat ion from the 

product ion front .  DEA can not  only evaluate the eff iciency,  but  also ident i fy 

the causes  of  ineff iciency.  There is  no  need to  s tandardize the input  and 

output  i tems.  Moreover,  DEA can use l inear  programming method to judge 

whether  a  decis ion -making uni t  i s  effec t ive or  not .  At  the same time,  i t  can  

also identi fy the due input  and the due output  that  make a decis ion -making 

unit  effect ive.  This  can set  a  benchmark for  t he performance of  the target  

decis ion-making uni t ,  and at  the same t ime provide a lot  of  useful  and  

comprehensive informat ion for  the management ,  which is  conducive to  
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improving the eff ic iency of  the target  decis ion -making uni t .  At  the same 

t ime,  as  an object ive mult i - index  decis ion-making method,  DEA does not 

need to  set  weight  coeff icients  for  each index  in advance,  so  DEA empirical  

analysis  reduces the interference of  many subject ive factors ,  and i ts  

evaluat ion resul ts  can more object ively ref lect  the ac tual  s i tuation of  the 

target  decis ion-making uni t .   

From the above s imple comparat ive analysis  of  the four bank performance 

evaluat ion methods,  we can know that  al though the f inancial  index  

evaluat ion method is the basis of  f inancial  analysis  and performan ce 

evaluat ion,  i t s  evaluat ion l imitat ions are  also ex tremely obvious.  Economic 

value added method and balanced scorecard method,  as  new methods of  bank 

performance evaluat ion,  are bet ter  than simple data analysis of  f inancial  

rat io ,  and also ref lect  the ev olut ion process  of  performance evaluat ion f rom 

simple f inancial  data analysis  to  comprehensive evaluat ion analysis .  

However,  based on the part iculari t y of  the banking industry i tsel f  and the  

different  requirements of  bank performance evaluat ion,  we bel ieve  that  DEA 

is  more sui table for  the requirements  of  bank performance evaluat ion.   

 

3. Reform and Problems of China's Commercial Banks  

3.1 Initial Completion of the Banking System (1984 -1993)  

Under the  background of  the gradual  development  of  China 's  nat ional  

economic system, China 's  commercial  banks have gone through a long 

development  process .  In  terms of  the  t ransformation of  economic system,  
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over the past  40 years  of  reform and opening up s ince  1979,  China 's  

commercial  banks  have been adhering to  Deng Xiaoping 's  proposi t ion that  

"banks must t ruly become banks",  which was put forward at  the forum of the  

f i rs t  secretaries  of  provincial ,  municipal  and autonomous regional  

commit tees  in  October 1979,  4 5  and China 's  commercial  banking industry 

has  undergone plenty of  reforms and inst i tut ional changes in  the context of  

s t ructural  changes of  the macro -economic system. China 's  commercial  banks  

have been growing rapidly on the fronts of  operat ing perfor mance,  asset  

scale,  deposi t  scale and foreign capi tal  int roduct ion scale,  and have made 

measurable achievements ,  playing an increasingly important  role in  the  

sound and rapid development  of  the nat ional  economy.  

3.1.1The s tar t ing point  of  China 's  commercia l  bank reform  

In  1978,  the Third P lenary Session of  the Eleventh Central  Commit tee of  the 

Communist  Party of  China was held,  which brought  about  a  fundamental  

change in  China 's  economic s t ructure.  At  the meet ing,  i t  was decided to  shif t  

the focus of  the Party's  work to  economic construct ion and the task of  

economic system reform was put  forward.  Since then,  the original  planned 

economic system gradual ly changed,  the economic subject  began to make 

economic decis ions  automatical ly,  and  the economic system str ucture has  

undergone t remendous changes. 4 6  On the one hand,  the abi l i ty to  save has  

                             
4 5  C h e n  Y i m i n .  A d h e r i n g  t o  D e n g  X i a o p i n g ' s  T h o u g h t  o f  F i n a n c i a l  R e f o r m  t o  M a k e  B a n k s  R e a l  [ J ] .  F i n a n c i a l  

T h e o r y  a n d  P r a c t i c e ,  1 9 9 7 ( 0 5 ) : 3 - 5 .  

4 6  S u n  Y u . T h e  T h i r d  P l e n a r y  S e s s i o n  o f  t h e  E l e v e n t h  C e n t r a l  C o m m i t t e e  o f  t h e  C P C  a n d  t h e  S t a r t  o f  O p e n i n g  

u p  p o l i c y  [ J ]  . J o u r n a l  o f  C h a n g s h a  U n i v e r s i t y ,  2 0 1 8 , 3 2  ( 0 3 ) :  9 - 1 2 .  
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been improving as  a resul t  of  the substantial  increase  in  per  capi ta  

disposable income.  In 1949,  the per  capi ta  disposable income of  Chinese  

residents  was only RMB49.7,  which increased to  RMB343 in 1978 and to  

RMB1,701 in 1991.  While in  2018,  the per  capi t a  disposable income of  

Chinese residents  reached RMB28,228,  an increase of  566.6 t imes in  

nominal  terms,  59.2 t imes in  real  terms after  deduct ing price factors ,  

regis ter ing an annual  real  growth of  6 .1%. Economic demand for  funds is  

gradual ly increasing,  yet  banks do not  play a fundamental  role in  the 

al locat ion of their  own f inancial  funds under the "unif ied" system, where  

funds are al located and control led through adminis t rat ive inst ruct ions.   

On the other  hand,  the f inancial  capaci ty of  the s tate has  dro pped rapidly,  

and the proport ion of  avai lable social  resources  for  the government  in  the 

total  social  resources  has  dropped rapidly.  From 1978 to 1994, the  

proport ion of  Chinese government  revenue in  the GNP dropped from 31.2% 

to 12.6%. The abi l i ty of  the government  to  al locate social  resources  has  been  

vigorously decl ining,  which direct ly leads to  the fact  that  the f inancial  funds 

fai l  to  cont inue to  meet  the capi tal  needs of  enterprises .  The "unif ied" 

banking system no longer caters  to  the needs of  the dev elopment  of  economic 

rest ructuring,  and economic development entai ls  the support  of  a  scient i f ic  

banking system.  

The period from 1979 to 1984 was a t ime of  preparat ion for  China 's  economic  

t ransi t ion,  during which China began to implement  the reform and o pening 

up,  the banking system began to gradual ly recover  and banks began to give  
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play to  the role of  f inancial  capi tal  al locat ion.   The development of  China 's  

banking industry has  substant ial ly promoted the smooth economic t ransi t ion 

and development .   

In 1978,  the Firs t  Session of  the Fif th  Nat ional  People 's  Congress  decided 

to separate the head  off ice of  the people 's  bank of  China(PBOC) from the 

Minis t ry of  Finance,  marking the beginning of  the construct ion of  modern  

Chinese banking sys tem. Then PB OC began to exercise the funct ions of  the 

Central  Bank,  and agricul tural  bank of  China(ABC),  bank of  China(BOC),  

China construct ion bank(CCB) and industr ial  and commercial  bank of  China 

( ICBC) were reinstated successively.  In  1979,  PB OC opened short -  and 

medium-term equipment  loans,  breaking the old rules  that  only banks were  

al lowed to issue ci rculat ing capi tal  loans. 4 7   In  February 1979,  the State  

Counci l  i ssued the Circular  on Restoring the Agricul tural  Bank of  China,  

s t ipulat ing that  ABC shall  be managed by PB OC on behalf  of  the State  

Counci l  as  i t  i s  a  di rect ly aff i l iated inst i tut ion of  the State Counci l ,  and i ts  

main tasks  are to  uniformly manage f iscal  funds for  support ing agricul ture,  

central ize rural  credi t  handl ing,  lead rural  credi t  cooperat ives ,  and develo p 

rural  f inancial  undertakings.  This  marks the beginning of  China 's  f inancial  

reform.  

In March 13,  1979,  the State Counci l  approved and t ransmit ted Request  for  

Inst ruct ions on the Reform of BOC Sys tem by PB OC to expand the powers  

                             
4 7  S o n g  C u i l i n g .  E m p i r i c a l  R e s e a r c h  o n  t h e  I m p a c t  o f  B a n k i n g  O p e n i n g  o n  B a n k s '  C o m p e t i t i v e n e s s  

[ D ]  . S u z h o u  U n i v e r s i t y ,  2 0 1 3 .  
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of the BOC, which i s  di rect ly under the leadership of  the State Counci l ,  and  

is  managed by PBOC on behalf  of  the State Counci l .  Meanwhile,  State 

Adminis t rat ion of  Foreign Exchange shal l  be establ ished to  be authorized to  

manage s tate  foreign exchange.  The BOC shal l  be separated  fr om PBOC and 

the former General  Adminis t rat ion Divis ion of  BOC shal l  be changed into 

the head off ice of  the BOC. The State Adminis t rat ion of  Foreign  Exchange 

shal l  exercise the funct ions and be responsible for  the unif ied operat ion and  

central ized adminis t r at ion of  foreign exchange throughout  the country.  From 

1979 to 1980,  BOC carr ied out  s t ructural  reforms and the State  

Adminis t rat ion of  Foreign Exchange was establ ished.   

In 1980,  the f i rs t  u rban credi t  coopera t ive was l isted in  Hebei  Province.  

Large-scale  construct ion began in succession throughout  the country,  and  

CCB came into being to  manage a large amount  of  const ruct ion funds.  

During the two decades from 1954 to 1978,  CCB mainly assumed the 

responsibi l i t ies  of  central iz ing the s tate capi tal  construct i on budget  

al locat ion and enterprise sel f -raised funds al locat ion,  supervis ing the  

rat ional  use of  funds,  issuing short - term loans to  construct ion enterprises ,  

and handl ing basic business  set t lement .  In  1983,  CCB was  reestabl ished.  

While cont inuing i ts  orig inal  funct ions,  CCB expanded i ts  banking funct ions,  

successively opening various businesses ,  such as  credi t  fund loans,  

res idents '  savings deposi t ,  foreign exchange busines s ,  credi t  card business ,  

policy-oriented housing reform finance and personal  housing  mortgage loans.  

Since January 1,  1984,  PBOC has terminated i ts  commercial  banking 
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business  and become the bank of  banks as  i t  stops deal ing with credi t  

business  for  enterpri ses  and individuals  and only accepts  inter -bank business .  

It  also special izes  in  funct ions of the central  bank,  such as  f inancial  

management ,  formulat ion and implementat ion of  monetary pol icy.  At  the 

same time,  the newly establ ished ICBC started to be in charge of  industr ial  

and commercial  credi t  and savings bus iness ,  which were handled  by the  

former PBOC.  4 8   The establ ishment  of  ICBC in 1984 marks that  

fundamental  changes have taken place  in  the organizat ional  system of 

China 's  banking industry and  the "unif ied" banking system was broken.  Unt i l  

then,  the basic f ramework of  the cent ral  bank system has been pre l iminari ly 

es tabl ished.  And a two-t ier  banking system of the central  bank and the 

commercial  f inancia l  system has been formed.  In addi t ion,  China 's  banking 

industry began to open gradual ly,  breaking the long -term closed s tate in  the 

past ,  and began to connect  with the world banking industry.  BOC has set  up  

branches in  New York,  Tokyo,  Paris  and  other  places  gradual ly.   

By 1984,  China 's  banking reform had taken the f i rs t  s tep,  ini t ial ly achieving 

the separat ion of  f inancial  funds and credi t  funds,  laying the  foundat ion for  

the central  bank and special ized banks ,  and forming a system in which 

special ized banks perform their  respect ive funct ions.  However,  this  is  s t i l l  

not  the banking system that  meets  the needs of  the market  economic system. 

The central  bank i s  s t i l l  c losely related to f inance.  Al though the four major  

                             
4 8  C h e n  Y u a n q i a o ,  W a n g  K e ,  D o n g  J i n g . R e v i e w i n g  t h e  3 5  y e a r s  o f  d e v e l o p m e n t  a n d  i m p o r t a n t  a c h i e v e m e n t s  

o f  I n d u s t r i a l  a n d  C o m m e r c i a l  B a n k  o f  C h i n a  [ J ]  . M o d e r n  C o m m e r c i a l  B a n k ,  2 0 1 9  ( 1 9 ) :  5 3 - 6 0 .  
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banks are nat ional  special ized banks,  they are not  es tabl ished according to  

the ideas  and models  of  commercial  banks,  yet  they are arranged according 

to  the division of  responsibi l i ty in  the plann ed economy.  The four 

special ized banks have to  remain responsible for  government funct ions in  

their  respect ive areas .  ICBC mainly undertakes  urban  industr ial  and  

commercial  credi t  business;  ABC is  mainly engaged in rural  credi t  business;  

BOC mainly under takes medium- and long-term investment  and credi t  

business;  CCB mainly handles  the credi t  business  of  f ixed asset  investment .  

This  gives  r ise to  i ts  own inherent  administ rat ive monopoly,  whi le the scope 

of  i ts  business  and the price of  funds are  also determi ned by the government .  

Such circumstance  is  obviously contradictory and confl ict ing with the  

development  of  market  economy,  so i t  const i tutes  the object ive necessi ty 

and real is t ic  s tar t ing point  of  the reform and development  of  China 's  

commercial  banks.   

3.1.2 Reform of s tate -owned special ized banks  

In the early s tage of  China 's  commercial  bank reform, the  four banks had  

their  own divis ion of  responsibil i ty.  ICBC mainly undertakes urban  

industr ial  and commercial  credi t  business;  ABC is  mainly engaged in rur al  

credi t  business;  BOC mainly undertakes  medium - and long-term investment  

and credi t  business;  CCB mainly handles  the credi t  business  of  f ixed asset  

investment .  Such clear  market  divis ion determines that  each of  the four  

banks has  a clear  market  posi t ioni ng.  The four banks are uncompromising in  

their  respect ive areas  of  division,  and this  "hegemonic" s tatus  is  ent i rely 
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from the administ rat ive divis ion,  which inevi tably leads to  the poor at t i tude 

of  banking services  at  that  t ime.  As bank loans are scarce  re sources ,  the  

market ing of  the banking industry seems impossible.  

With the deepening of  f inancial  reform, the t radi t ional  division of  

responsibi l i ty among s tate -owned banks has  been gradual ly toppled.  In  

December 1993,  the  Decision of  the State  Counci l  on R eform of the Financial  

System  further  clar i f ied that  the main funct ion of  PB OC is  to  formulate and  

implement  monetary policies  and mainta in the s tabi l i ty of  the value of  the  

currency.  It  exercises  st r ict  supervis ion over f inancial  inst i tut ions to  ensure 

the safe and effect ive operat ion of  the f inancial  system. The State Counci l  

was almost  unanimous in  that  "f inancial  reform should take precedence",  

and i t  also set  out  what  s t i l l  does  not  seem outdated  nowadays  that  

"market izat ion of  interest  rates  and com mercial ization of  banks."  The 

f inancial  reform started at  the end of  1993 can be regarded as  a  new 

milestone in  the reform of China 's  banking industry,  and  the market ing 

compet i t ion of  commercial  banks has  been unvei led s ince then.  4 9  

In 1994,  the government  separated the pol icy business  from the commercial  

business of  the state -owned banks,  and  the pol icy business of  the former  

s tate-owned special ized banks was divided out and was in  the charge of  

several  pol icy banks ,  such as  China development  bank(CDB),  export - import  

bank of  China(EIBC) and agricul tural  development  bank of  China(ADBC) .  

                             
4 9  D i n g  F a n g w e i .  S t r a t e g i c  o b j e c t i v e s ,  o r g a n i z a t i o n a l  s t r u c t u r e  a n d  p e r f o r m a n c e  o f  s t a t e - o w n e d  b a n k s  [ D ] .  

Z h e j i a n g  G o n g s h a n g  U n i v e r s i t y ,  2 0 1 3 .  
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CDB serves  the  nat ional  economy's  major  medium -and long-term 

development  s t rategies  mainly through f inancial  services ,  such as  medium -

and long-term credi t  and investment .  T he main dut ies  of  EIBC are to  

implement  the country's  industry pol icies ,  foreign  t rade  and economic 

cooperat ion pol icies ,  f inancial  policies  and diplomacy pol icies ,  so as  to  

provide policy-related f inancial  support  for  expanding the export  of Chinese  

mechanical  and elec tr ical  products ,  complete equipment  sets  and high - and-

new-technology products ,  promoting the enterprises  with comparat ive  

advantages to  contract  foreign  projects  and make foreign investment ,  and 

faci l i tat ing the development  of  foreign relat i ons and internat ional  economic 

and t rade cooperat ion.  The main responsibi l i t ies  of  ADBC are  to  raise funds,  

undertake the pol icy-based agricul tural  f inancial  business  st ipulated by the  

s tate,  act  as  the  agent  for  the al locat ion of  f inancial  funds to  suppor t  

agricul ture,  and provide services  for  the development  of  agricul ture and  

rural  economy in accordance with the laws,  regulat ions,  guidel ines  and 

policies  of  the s tate and on the basis  of  nat ional  cre di t . 5 0   

The s tate-owned special ized banks special ize in  c ommercial  business  and  

become wholly s tate -owned commercial  banks.  The business  convergence of  

al l  banks is  further  expanded and the t radi t ional  divis ion of  responsibi l i ty 

is  weakened.  When the hat  of  special ized bank is  removed,  the market  

posit ioning of  banks is  becoming more homogeneous.  The s tate -owned 

                             
5 0  Y a n  J i a n g q i .  R e s e a r c h  o n  t h e  M a r k e t i z a t i o n  P a t h  o f  C h i n a ' s  P o l i c y  B a n k s  [ D ]  . C a p i t a l  U n i v e r s i t y  o f  

E c o n o m i c s  a n d  B u s i n e s s ,  2 0 1 3 .  
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special ized banks have been reorganized to explore the road of  reform, and  

the banking system of China has  real ized the t ransformation from a "unif ied" 

banking system to a  system with four s tate -owned special ized banks as  the 

main body.  The phenomenon that  "ICBC going to  the  countryside,  ABC going 

to  the ci ty,  BOC going ashore and the CCB going into the fa ctory." gradual ly 

broadens the banking business .  The share of  the s tate -owned f inancial  

system in mobil iz ing and adjust ing the a l locat ion of  economic resources  has  

been increasing.  The organizat ion scale  system of s tate -owned banks has  

also been great ly ex panded,  covering a larger  scope of  opera t ion.  Especial ly 

af ter  the implementat ion of  the "loan -to-appropriat ion" pol icy,  the banks  

have almost  managed the ci rculat ing funds of  s tate -owned enterprises  

uniformly,  and the credi t  funds of  s tate -owned banks have gradual ly become 

the most  important  economic source for  the development  of  s tate -owned 

economy (see Table 3-1) .  

Table 3-1 Exp a ns io n  o f  the  o rgan iza t io na l  sc a l e  o f  s t a t e -o wn ed  sp ec ia l i zed  b an ks  

Year  

Per so nne l  

(1 0 ,0 0 0)  

Orga niza t io n  

(nr. )  

Prop o r t io n  o f  

d ep o s i t s  (%)  

Prop o r t io n  o f  

lo ans  (%)  

No n-

s t a t e  

sec to r  

(%)  

Sta te  

sec to r  

(%)  

1985  90 .4  56741  83  92  17 .06  82 .40  

1986  94 .8  65479  80 .5  90 .3  18 .94  81 .06  

1987  102 .1  77862  78 .2  87 .2  20 .16  79 .84  

1988  109 .8  96563  75 .4  85 .8  20 .53  79 .47  
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1989  118 .9  95437  75 .5  84 .7  19 .97  80 .03  

1990  126 .9  11251  74 .9  83 .7  19 .61  80 .39  

1991  131 .5  120396  74 .0  82 .8  19 .84  82 .40  

1992  142 .7  123161  70 .4  77 .0  20 .27  80 .16  

1993  156 .3  135308    20 .98  79 .02  

1994  164 .5  147464    18 .78  81 .22  

Sources :  Almanac  o f  China ' s  F inance and Banking  1985-1994  

In  1983,  the  State Counci l  of  China formal ly promulgated  the Decision on 

the People 's  Bank of  China Special iz ing in  the Funct ions of  the Central  Bank ,  

which establ ished the posit ion of  the PB OC as the centra l  bank from the  

legal  level .  PBOC became the central  bank special iz ing in  f inancial  

management ,  formulat ion and implementat ion of  monetary policy,  which  

terminated the era  of  conduct ing credi t  business  for  enterprises  and  

individuals .  

On November 10,  1986,  Chen Muhua,  member of  the State Counci l  an d 

governor of  the PBOC, wrote in  People's  Dai ly  that  the three  major  tasks  of  

China 's  f inancial  system reform in the next  f ive years  are to  s t rengthen the 

funct ions of the central  bank and establ ish a s t rong,  f lex ible and free 

f inancial  control  and regulat ion system with macro -cont rol ;  special ized  

banks and other  f inancial  inst i tut ions should be operated as  enterprises  s tep  

by s tep;  develop and establ ish f inancia l  markets  s tep by s tep.  Since then,  

the direct ion of  reform has been  made clear,  which  indicates  that  the PB OC 

has begun to exercise i ts  superv isory funct ion,  made direct ional  adjustment  
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to  the supervisory mode of  the Bank,  and begun to t ransform from a purely 

planned administ rat ive means to  a paral lel  use of  adminis t ra t ive means and  

economic means;  through the reform of fund management  system, t he mode 

of  fund circulat ion between PBOC and the s tate -owned special ized banks 

will  be changed f rom planned dis t r ibution to  credi t  relat ionship;  at  the same 

t ime,  the s tate -owned special ized banks shal l  be subject  to  credi t  

examinat ion,  asset - l iabil i ty rat io  management ,  and  other  appraisal  and  

administ rat ive inspect ion.  This kind of  supervis ion mode based on "select ing 

the best  and l imit ing the bad" not  only frees  the autonomy of banks at  al l  

levels ,  but  also improves the eff iciency of  the use of  loans,  whi ch is  

conducive to  improving the enthusiasm of banks.  The PB OC has relaxed 

rest r ict ions on the cross -operat ion of  special ized banks,  and formulated 

policies  and measures  to  encourage appropriate compet i t ion among banks,  

saying that  "banks can choose enterp rises ,  and enterprises  can also choose  

banks".  However,  the supervis ion of  the PB OC started mainly with the  

implementat ion of  the credi t  plan and the macro -control  ab i l i ty and level ,  

and supervis ion is  real ized mainly through administ rat ive means and direc t  

control ,  which does not play a s ignif icant  role in  rect i fying the f inancial  

order  and prevent ing and control l ing f inancial  r isks .  5 1  

Under the ci rcumstance that  the external  environment  and internal  

management  system remained unchanged,  the State implemented the reform 

                             
5 1  C u i  H o n g y a n .  R e s e a r c h  o n  t h e  E v o l u t i o n  o f  C h i n a ' s  F i n a n c i a l  S u p e r v i s i o n  S y s t e m  T h o u g h t  S i n c e  t h e  

F o u n d i n g  o f  t h e  P R C  [ D ]  . F u d a n  U n i v e r s i t y ,  2 0 1 2 .  
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of special ized banks  as  enterprises ,  promoted the independent  operat ion of  

banks and makes them responsible for  their  o wn profi ts  and losses ,  thus 

improving the enthusiasm of grassroots  banks and s t imulat ing the vi tal i ty of  

employees.  Thus,  during this  period,  despi te  the entrepreneurial  reform of  

s tate-owned special ized banks were carr ied out ,  releasing certain f inancing 

r ights  and credi t  control  r ights ,  the s tate -owned special ized banks were s t i l l  

under the adminis t rat ive management  sys tem, and the grant ing of  credi t  to  

enterprises  within the system must  s t i l l  be carr ied out  in  accordance with  

the credi t  plan  issued by th e State.  The restorat ion and estab l ishment  of  the 

four major  state -owned special ized banks,  including the establ ishment  of  

branches,  have not  been carr ied out  in  accordance with the reform ideas  of  

modern commercial  banks,  but  cont inued to develop in  accor dance with the 

industr ial  management model  and the sys tem of adminis t rat ive control  of the 

planned economy period.  ICBC, ABC,  BOC and CCB maintain absolute 

monopoly posi t ions in the four areas  of  ci rculat ing capi tal  of  industr ial  and 

commercial  enterprises ,  rural  areas ,  foreign exchange and capi tal  

construct ion.  In  order  to  make up for  the decl ine in  f iscal  capaci ty,  the State 

has  exercised absolute control  over the s tate -owned special ized banks 

through s t rong administ rat ive means,  replaced the weak s tate f inancial  force  

in  the process  of  gradual  reform, and provided f inancial  support  for  the  

product ion demand within the system, so as  to  ensure the normal  operat ion  

of  s tate-owned enterprises  and the nat ional  economy.  Therefore,  f inance  is  

regarded as  the f inancial  capi tal  of  the central  and local  governments ,  and 

the f inancial  industry is  regarded as  the  "second f inance",  which plays  many 
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f inancial  funct ions such as  tax  subst i tut ion,  f inancial  subsidy and budget  

balance.  Al though the s tate -owned banks have developed rapidly and 

expanded rapidly in  this  s tage,  the basic  funct ion of  f inancial  regulat ion of  

resource al locat ion has  not been brought into play because of  too much 

rest r ict ion of  system of adminis t rat ive control  and pol icy burden,  showing 

the development  characteris t ics  of  "high  growth and low eff iciency".   

From the resul ts ,  al though the business  of  special ized banks has  shown a  

s table and rapid development  t rend,  the scale of  assets  has  also expanded 

rapidly,  the reform of special ized banks is  mostly experimental  measures ,  

mainly deal ing with policy-based business  s t ipulated by the State,  and has  

not  fundamental ly changed the operat ion mechanism. Therefore,  wi th the  

deepening of  the reform, the problems of  s tate -owned specia l ized banks had 

become increasingly prominent ,  the asset  s i tuat ion was also deteriorat ing,  

and non-performing loans have soared,  laying the  groundwork for  

accelerat ing the commercial ization of  s tate -owned banks.  

3.1.3 Successive establ ishment  of  joint -s tock banks  

3.1.3.1 Reorganizat ion of  Bank of  Communicat ions (BCM)  

In order  to  real ize the divers i f ied development of  equi ty s t ructure and get  

r id of  the monopoly of  s tate -owned special ized banks,  joint -s tock banks  

have been establ ished one after  another.  After  the Third Sessi on of  the 12th 

Central  Commit tee of  the communist  party of  China put  forward the "planned 

commodity economy" in 1984,  the non -state-owned economy has  also  
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developed rapidly.  In  the case that  i t  i s  di ff icul t  for  specia l ized banks to  

meet  relevant  f inancing needs,  in  1986,  the State Counci l  i ssued the  Not ice  

on the Reorganizat ion of  the Bank of  Communicat ions ,  confi rming that  BCM 

is  a  joint -s tock nat ional  comprehensive  bank dominated by publ ic ownership.  

From then on,  the reform and development  of  joint -s tock banks in  China  

began.  Not i f icat ion  requirements:  Firs t  of  al l ,  BCM is  a  nat ional  

comprehensive bank in paral lel  wi th other  special ized banks ,  a  joint -s tock  

social is t  f inancial  enterprise  dominated by publ ic ownership,  which,  in  

accordance with the f inanci al  principles  and pol icies  of  the State,  raises  and  

f inances domest ic  and foreign funds and conducts  various f inancial  

businesses  in  RMB and foreign currencies .  Its  business  scope is  not  l imited 

by the divis ion of  expert ise.  The total  capi tal  of  BCM is ten tat ively set  at  

RMB2 bil l ion, and shares  can be subscribed by the State,  local  governments ,  

departments ,  enterpr ises  and inst i tutions and individuals .  PB OC holds  RMB 

one bi l l ion on behalf  of  the State.  Individual  shares  shal l  be subject  to  

appropriate res t r ict ions.  Each person shal l  subscribe for  a  maximum of 

RMB10,000,  and the  proport ion of  individual  shares  in  the total  capi tal  shal l  

not  exceed 10 percent .  Secondly,  BCM may,  according to  the needs of  

economic development  and business  development ,  es tabl is h branches or  

representat ive off ices  at  home and abroad after  submit t ing appl icat ions for  

approval  in  accordance with the prescribed procedures .  The General  

Adminis t rat ion Division of  BCM shal l  implement  the general  manager  

responsibi l i ty system. Under the  leadership of  the General  Adminis t rat ion  

Division,  the branch  off ices  shal l  operate independent ly,  make independent  
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account ing and be responsible for  their  own profi ts  and losses .  According to  

the not ice,  the BCM may operate the fol lowing businesses:  1 .  a bsorb al l  

kinds of  RMB deposi ts  and personal  sav ings,  foreign currency deposi ts  and  

overseas  Chinese deposi ts;  2 .  handle RMB circulat ing capi tal  loans,  

discounts  and f ixed assets  loans,  as  wel l  as  various foreign currency loans,  

overdrafts  and discounts;  3 .  handle set t lement  and exchange at  home and 

abroad;  4 .  i ssue RMB bonds and foreign currency bonds and other  securi t ies ;  

5 .  handle deposi ts ,  loans,  loans and discounts  between internat ional  and  

domest ic banks;  6 .  t rading in  foreign exchange ( including fore ign currency)  

and t rading in  foreign currency s tocks and securi t ies ;  7 .  invest  in  or  joint ly 

operate banks,  f inance companies  or  other  enterprises  in  foreign countr ies  

and in  Hong Kong and Macao;  8 .  organize and part icipate in  internat ional  

co-f inancing and syndicated loans;  9 .  undertake various internat ional  and 

domest ic t rust ,  insurance,  investment ,  leasing,  consul t ing,  guaranty,  

safekeeping and agency business;  10.  es tabl ish f inancial  or  non -financial  

subsidiaries ;  11.  operate the real  es tate business;  1 2.  the manager issues  al l  

kinds of  s tocks and bonds and handles  the t ransfer  and t rading of  securi t ies ;  

13.  other  businesses  entrusted and approved by the PB OC; 14.  approved to 

part icipate in  internat ional  f inancial  act ivi t ies .  It  can be  seen  from the not ice  

that  the BCM takes  deposi ts  in  the f i rs t  place of  business ,  and constant ly 

enhances the s t rength of  funds,  which is  the key to  a s table development .  

BCM cannot  rely on  the PBOC to supply funds l ike before.  It  must  rely on  

the absorpt ion of  deposits  to  cont inue to  grow thei r  own,  explore,  act ively 

contact ,  and widely at t ract  customers;  i t  i s  necessary to  carry out  a  series  of  
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reforms on  the exis t ing business  methods and constant ly int roduce new 

variet ies  in  order  to  meet  the needs of  customers ,  win wi th new and win with  

excel lence;  we should s tar t  from the actual  si tuat ion,  absorb the advanced  

experience of  fore ign banks,  and adopt the form of  issuing large -

denominated cert i f icates  of  deposi t ,  bonds,  s tocks,  and so on,  to  open up  

new channels  for  rai s i ng funds;  i t  i s  necessary to  ex tensively open up t rust ,  

insurance,  safe deposit  boxes,  and other  f inancial  services ,  and make every 

possible effort  to  ex tensively tap  social  funds.  BCM lacks a  f ixed business  

object  and a wide range of  business out lets ,  How ever,  unl ike other  

special ized banks,  BCM does not  bear  the necessary fund supply 

responsibi l i t ies  for  the current  service scope of  divis ion of  responsibi l i ty,  

and i t  does  not have a heavy burden,  which is  also the advantage of  BCM in 

a sense.  Therefore ,  i t  i s  necessary to  give  play to  the l ight -duty 

characteris t ics  of  BCM, and under the macro -control  of  the  PBOC, seriously 

implement  the nat ional  credi t  pol icy.  We wil l  cont inue to  enrich our capi tal  

s t rength by adopt ing the  method of  combining deposi t  wi th releasing,  

deposi t  taking by releasing,  and protect ing releasing by deposit .  At  the same 

t ime,  i t  i s  necessary to  cooperate  with enterprise groups  to  set  up f inancial  

companies ,  es tabl ish business  out lets  with enterprises ,  and extensively 

develop contacts  and cooperat ion with other  f inancial  inst i tutions in order  

to  make up for  the  shortcomings of  the  exis t ing business  out lets  of  BCM. 

Thirdly,  BCM is  an economic ent i ty di rect ly under the State Counci l  at  the 

bureau level ,  wi th a s ingle independent  account  i n  the relevant  departments  

in  infrast ructure,  materials ,  labor wages,  f inance,  personnel ,  foreign affai rs ,  
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science and technology,  and telecommunicat ions.  Al l  local i t ies  and 

departments  should act ively support  the work of  the BCM. From this  we can  

see that  BCM should take the support  and promotion of  horizontal  economic 

integrat ion as  i ts  main service direct ion.  At  the same time,  i t  i s  necessary to  

act ively support  cross -regional  economic cooperat ion and part icipate in  the  

economic and f inancial  act ivi t ies  of  the  economic union in  terms` of  funds,  

promote horizontal  economic cooperat ion and development ,  take the  

init iat ive to undertake the tasks assigned by the PB OC to develop the 

f inancial  market ,  carry out  cross -departmental  and cross - regional  fund-

rais ing,  adopt  an open policy,  break the  blockade,  communicate with each 

other,  and do more work.  Fourthly,  BCM's labor target  for  1986 is  tentat ively 

set  at  500 employees.  In  the future,  depending on the es tabl ishment  of  

branches,  the Bank wil l  work out  an incre ase plan.  The BCM shal l  be  

exempted from income tax  for  three  years  f rom i ts  opening.  Therefore,  

according to  the needs of  the modern development  of  f inancial  services ,  the 

BCM should put  the cul t ivation of  f inancial  talents  on an important  agenda,  

pay special  at tent ion to s t rengthening the t raining and improvement  of  s taff  

and workers ,  and take measures  to  encourage s taff  and workers  to  s tudy hard  

in  business ,  so that  they can  constant ly increase their  abi l i t ies  in  pract ice. 5 2  

3.1.3.2 Establishment  of  joint -s tock commercial  banks  

From the late 1980s to  the mid -1990s,  China has  set  off  a  wave of  the 

                             
5 2  Y i  M i a n y a n g ,  Y a o  H u i y u a n . S u m m a r i z a t i o n  o f  C h i n e s e  M o d e r n  B a n k  H i s t o r y  R e s e a r c h  S i n c e  1 9 8 0  

[ J ]  . R e s e a r c h  o f  M o d e r n  H i s t o r y ,  2 0 0 5  ( 0 3 ) :  2 5 2 - 2 8 2 .  
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construct ion of  joint -s tock banks.  With the cont inuous growth of  the  

economic benefi ts ,  the banking system has also begun to act ively explore to  

break the monopol y of  s tate-owned special ized banks.  A number of  smal l -

scale new commercial  banks have been set  up by means of  guidance from 

outside the system, and joint -s tock commercial  banks,  urban credi t  

cooperat ives  and o ther  f inancial  inst i tutions have gradual ly grow n and 

become an importan t  force in  the banking f inancial  system that  cannot  be 

ignored.   

On Apri l  8 ,  1987, CMB, the f i rs t  experimental  bank in China to  promote 

banking industry reform from outs ide the system, was establ ished in  Shekou,  

Shenzhen,  the foref ront  of  China 's  reform and opening up.  It  was the  f i rs t  

joint -s tock commercial  bank in China whol ly owned by business  ent i ty,  wi th 

an exclusive investment  by China Merchants  Group Shipping Co. ,  Ltd.  and  

a regis tered capi tal  of  RMB100 mil l ion. 5 3  CMB may,  with  the approval  of  

the PBOC, engage in  RMB deposi ts  and foreign exchange deposi ts  of  

individual  cl ients ,  provide unit  cal l  deposits  to enterprises  and inst i tutions  

in addi t ion to  business  of RMB deposi ts  and foreign exchange deposi ts ,  and 

establ ish a "computer  savings card" business .  Since then,  af ter  two t imes of  

capi tal  and s tock increase in  1989 and 1994,  CMB has evolved from a sole 

proprietorship of  China Merchants  Group to a s tandard joint -s tock 

commercial  bank,  gradual ly get t ing r id  of  the rest r ict ions of  regional  

                             
5 3  E d i t o r i a l  D e p a r t m e n t .  C h i n a  M e r c h a n t s  B a n k :  F r o m  "z e r o "  t o  " r e t a i l  i s  k i n g "  [ J ]  . C h i n a  B a n k i n g  I n d u s t r y ,  

2 0 1 8  ( 0 2 ) :  1 0 1 - 1 0 3 .  
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commercial  banks and moving f rom Shekou to Shenzhen and from Shenzhen 

to the whole country.   

On January 17,  1989,  the PBOC approved CMB to increase  i ts  capi tal  and  

expand i ts  shares  for  the f i rs t  t ime,  95% of which were owned by 

t ransportat ion enterprises .  At  that  t ime,  s ix  shareholders ,  such as  COSCO 

and Guangzhou Mari t ime Transport  Bureau,  were newly absorbed.  The paid -

in capi tal  increased from RMB100 mil l ion to RMB400 mill ion,  and the sole 

ownership of  China Merchants  Group was changed into t he joint  ownership  

of  s ix  shareholders ,  forming the organizat ional  st ructure  of joint -s tock 

commercial  banks with the nature of  l imited l iabi l i ty company.  

Table  3 -2   Changes o f  CMB 's  Equi ty in  1989  

Shareholder  name  
Share cap i ta l  (RMB 

ten  thousand)   
Equi ty ra t io   

China  Merchants  Group Shipp ing  Co. ,  

Ltd .   
18000  45%  

China  Ocean  Shipp ing  (Group) 

Company  
10000  25%  

Guangzhou  Mar i t ime  Bureau  of  the  

Min is t ry o f  Transpor t   
4000  10%  

Guangdong  P rovinc ia l  H ighway 

Adminis t ra t ion   
2000  5%  

Shandong  Transpor ta t ion  Depar tment  

Mater ia l  and  Indus t ry  Co . ,  Ltd .   
2000  5%  

Nanhai  Eas t  Corpora t ion  of  CNOOC  2000  5%  

Qinhuangdao  Por t  Author i ty   2000  5%  

Sources :  o ff ic ia l  webs i te  o f  CMB  

 

From May 1989 to early 1993,  CMB was  in  i ts  infancy.  During this  period,  
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CMB carried out  the  f i rs t  capi tal  increase,  s tock expansion and s tock system 

reform and s ince then,  became a joint -s tock commercial  bank under the  

leadership of  the  Board of  Directors ,  which was whol ly owned by the 

business ent i ty and  establ ished the joint -stock enterprise  system in the  

history of  the People 's  Republ ic of  China.   

According to  the requirements  of  modern enterprise sys tem, CMB has  

explored the  development  path of  joint -s tock commercial  banks,  clar i f ied 

the relat ionship of  property r ights ,  and  implemented the separat ion of  real  

ownership and management  r ights .  It  has  improved the organizat ion and 

management  system of "f i rs t -class  legal  person and mult i - level  operat ion",  

and establ ished a management  system based on the fol lowing concept :  sel f -

management ,  at  one 's  own r isk,  responsibi l i ty for  one 's  own profi t  and loss ,  

sel f-balance,  sel f - rest raint  and sel f -development  of  the operat ing 

mechanism to real ize the profi t  ma ximizat ion and completely market -

oriented behavior.  

3.1.3.3 Establishment  of  urban credi t  cooperat ives  

In  the late  1970s,  wi th the gradual  development  of  China 's  economic system 

reform, a smal l  number of  urban credi t  cooperat ives  appeared in  some 

regions.  China 's  f i rs t  urban credi t  cooperat ives  were establ i shed in  1979 in 

Zhumadian,  Henan Province.  Before 1986,  there were about  1,300 urban 

credi t  cooperat ives  with total  assets  of  about  RMB3 bi l l ion.  In  January 1986,  

the State Counci l  i ssued the Provis ional  Regulat ions of  the People 's  
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Republ ic of  China on the Adminis trat ion of  Banks ,  which clari f ied the s tatus  

of  urban credi t  cooperat ives .  In  June of  the same year,  the PB OC issued 

theProvis ional  Regulat ions on the Administrat ion of  Urban Credi t  

Cooperatives ,which  s t ipulated the nature,  scope of  service  and condi t ions 

for  the establ ishment of  urban credi t  cooperat ives .  Since the mid -1980s, the 

establ ishment of  urban credi t  cooperat ives  has  accelerated,  mainly in  large  

and medium-sized ci t ies  above the prefectur e level ,  but  some places  have 

also established urban credi t  cooperat ives  in  count ies  (ci t ies) .  With the 

large-scale es tabl ishment  of  urban credi t  cooperat ives  throughout  the  

country,  in  order  to  s t rengthen management ,  the PB OC promulgated the  

Regulat ions on theAdministrat ion of  Urban Credi t  Cooperat ives  in  August  

1988,  which improved the condi t ions for  the establ ishment  of  urban  credi t  

cooperat ives  and raised the regis tered capi tal  from RMB100,000 to 

RMB500,000.  By the end of  1989,  the number of  urban credi t  cooperat ives  

had reached 3,330,  with a total  asset  of  RMB28.4 bi l l ion.  

Taking the urban credi t  cooperat ives  in  Shanghai  as  an example,  in  1986,  

there were four urban credi t  cooperat ives  in  Shanghai ,  which  are,  Chuan'nan,  

Zizhong,  Beizhan and Yuyuan Urban  Credi t  Cooperat ives .  The four urban 

credi t  cooperat ives  are al l  col lect ive f inancial  organizat ions that  raise funds  

from the society through s tock rais ing,  independent  management ,  

independent  account ing,  sel f -f inancing and democrat ic  management ,  wi th 

the paid-in capi tal  of  RMB434,000,  including RMB100,000 for  both the 

Chuan'nan and Zizhong Urban Credi t  Cooperat ives ,  RMB114,000 for  the 
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Beizhan Urban Credi t  Cooperat ive and RMB120,000 for  the Yuyuan Urban 

Credi t  Cooperat ive.  By source of  share capi tal :  col lec t ive enterprises  

account  for  60%, self -employed 22%,  urban residents  17% and credi t  

cooperat ives  s taff  1%. The urban credi t  cooperat ives  shal l  es tabl ish a board  

of  directors  and a board of  supervisors  to  lead and manage the business  of  

the whole cooperat ives .  The board of  directors  shal l  be composed of  f ive to 

eleven persons and the board of  supervisors  shal l  be composed of  three to  

f ive persons.  Bank ret i rees  account  for  59% of the current  workforce.  The 

main objects  of  the  service are  col lect ive  enterpris es  and inst i tut ions of  sub -

dist r ict  off ice,  individual  business ,  customers  f rom other  provinces  and  

ci t ies  to  Shanghai  and urban residents .  At  present ,  the main  business  are the  

deposi t ,  loan,  and set t lement business  of  the col lect ive enterprises  and  

inst i tutions and individual  business  of  the sub -dis t r ict  off ice,  as  wel l  as  the  

deposi t  and exchange business  and  cash generat ion custody of  the non -local  

operat ing uni ts  and individual  business  in  Shanghai .  The four urban credi t  

cooperat ives  have opened more t han 500 accounts ,  absorbed more than  

RMB8 mil l ion in  deposi ts of  various types,  issued more  than RMB7.5 

mil l ion in  loans,  wi th a loan balance of  more than RMB4.7  mil l ion,  raised 

RMB2.3 mill ion in  mutual  f inancing with other  f inancial  insti tut ions,  and  

t ransferred RMB3.3  mil l ion in  ICBC deposi ts ( including deposi t  reserve 

funds) .  

However,  some urban credi t  cooperat ives  are not  s tandardized in  

management ,  low in the operat ing level ,  high in  the proport ion of  non -
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performing assets  and poor in  the abi l i ty to  re s is t  r isks ,  forming a  

considerable f inancial  r isk.  For example,  in  1998,  a  depositor  run event  

happened to Taizhou Luqiao Tai long Urban Credi t  Cooperat ive.  Deposi tors '  

doubts  about  the bank's  credi t  and reputat ion,  coupled with a cr is is  of  

confidence t r iggered by the bank 's  General  Manager 's  ass istance in  

invest igat ing corrupt ion among local  government  off icial s ,  leading to  a  

concentrated withdrawal  of  savings deposits  from the bank's  operat ing 

inst i tutions from September 13 to  30,  and the total  wi thdrawal  reached 

RMB372 mil l ion.  With the help of  government  co -ordinat ion and interbank 

borrowing,  deposi tors '  deposi ts  were barely paid off .  5 4  

In October 1998,  the General  Office of  the State Counci l  t ransmit ted the  

Work Plan for  Rect i fying Urban Credi t  Cooperat ives  (hereinafter  referred to  

as  the Rect i f icat ion Plan )of  PBOC in order  to  effect ively guard against  and 

defuse f inancial  r i sks ,  maintain social  s tabi l i ty,  and ensure the sound 

operat ion and heal thy developme nt  of  urban credi t  cooperat ives .  

The rect i f icat ion work is  mainly carr ied out  from three aspects .  The f i rs t  

part  i s  asset  veri f icat ion. Under the leadership of  the local  government ,  a  

planned nat ional  inventory of  the asset s ,  l iabi l i t ies  and owners '  equi ty  of  

urban credi t  cooperat ives  is  required,  wi th emphasis on the real  r isk 

assessment  of  al l  assets .  The second par t  is  to  resolve the r isk.  In  l ine with 

the principle of  "the one who organizes is  responsible for  organiz ing the 

                             
5 4  G a o  D o n g m i n . I n t e r v e n t i o n  a n d  D i s p o s a l  o f  C h i n e s e  U r b a n  C r e d i t  C o o p e r a t i v e s  f r o m  t h e  I n t e r n a t i o n a l  

E x p e r i e n c e :  1 9 9 8 - 2 0 0 2  [ J ]  . F i n a n c i a l  R e s e a r c h ,  2 0 0 4  ( 0 9 ) :  7 7 - 8 5 .  
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set t lement",  the disposal  sha l l  be conducted on the basis  of  asset  veri f icat ion. 

There are three disposal  methods:  Firs t  method is  sel f -help.  When the urban  

credi t  cooperat ives  have temporary l iquidity payment  diff icul t ies ,  they can  

rect i f icat ion and reform by col lect ing assets ,  recov ering the arrears  of  

shareholders ,  increasing capi tal  and expanding shares ,  and dismant l ing the  

funds reasonably.  Second method is mergers  and acquis i t ions.  When payment  

is  di ff icul t  but  the amount  is  not  large ,  mergers  and acquis it ions may be  

carr ied out  in  accordance with commercial  principles  and credi tors '  r ights  

may be t ransferred.  Third method is adminis t rat ive closure  or  bankruptcy 

according to  law.  When serious insolvency occurs  and cannot  be solved 

through the  f i rs t  two methods,  l iquidat ion may be carr ied out  and  

administ rat ive closure may be appl ied for.  If  adminis t rat ive  closure is  not  

possible,  the bank may apply for  bankruptcy to  the People 's  Court .  The third 

part  i s  the normative t ransformation.  The purpose of  this  paper is  to  

implement  the f inancial  and account ing systems of  urban credi t  cooperat ives  

with the nature  of  commercial  banks in  s t r ict  accordance wi th the relevant  

provis ions of  the banking industry,  to  guide the urban credi t  cooperat ives  to  

carry out  joint -s tock system reform, operate  according to  the mechanism of  

commercial  banks,  and t ransform them into urban commercial  banks.  

Joint -s tock commercial  banks have played a posi t ive role in  the reform and 

development  of  China 's  economy and f inance during the per iod of  economic  

t ransi t ion,  which not  only promoted the  divers i f icat ion of  bank's  property 

r ight  s t ructure and  served the development  of  local  economy,  but  also  
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promoted the format ion of  bank 's  compet i t ive market  and  improved the  level  

of  f inancial  services .  With the break of  the "u nif ied" banking system and the 

establ ishment of  new financial  organizat ions,  the banking industry began to  

show a divers i f ied development  t rend.  With the deepening of reform and 

opening up,  the  emergence of  different  types of  banking insti tut ions has 

promoted the innovat ion of  f inancial  business and f inancial  inst ruments ,  and  

the market izat ion of  banking operat ion has  gradual ly s t rengthened.  Banks  

have sorted out  the development  ideas  and estab l ished business  

consciousness  through the reform of enterprise.  At  the same t ime,  they have 

also sought  beneficial  explorat ion of  opt imizing services  and products  on  

the basis  of  innovat ion of  organizat ional  s t ructure.  General ly speaking,  the  

f inancial  innovat ion of  this  s tage is  mainly guided by the external  

environment  and pol icies  and the bank 's  business  innovat ion is  based on  

organizat ional  innovat ion,  but  the bank 's  conscious innovat ion behavior  is  

s t i l l  relat ively smal l .  

3.2 Tortuous development of commercialization reform 

(1994-2002)  

3.2.1 Establishment  of  pol icy  banks  

With the deepening of  reform and opening up,  the reform of the f inancial  

system has  been  underway in  an orderly and tense way.  China has  gradual ly 

cast  off  the  bondage of  the planned economic system and formed an  

economic system wi th public ownershi p as  the main body and a variety of  
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economic components coexis t ing,  and the market  mechanism has gradual ly 

played  i ts  fundamental  role in  the al locat ion of  resources .  In  this  special  

historical  s tage,  the domest ic and internat ional  s i tuat ion has  also under gone 

t remendous changes .  

In 1993,  the State Counci l  i ssued Decision of  the State Counci l  on Reform 

of the Financial System ,  proposing to  deepen the f inancial  reform by 

building the four banks,  namely,  ICBC, ABC, BOC, CCB, into large s tate -

owned commercial  banks,  separat ing the pol icy-related business  from the 

four banks,  and consti tut ing the  special ized bank especia l ly in  charge of  

undertaking pol icy- related business ,  namely,  pol icy banks.  The document  

became the main legal  document  for  the preparat ion of  p ol icy banks.  Since  

then,  the four major  banks,  namely,  ICBC, ABC, BOC, and CCB have been  

t ransformed from special ized banks to  s tate -owned commercial  banks,  and 

no longer undertaken policy-related f inancial  business .  

Therefore,  in  order  to  supplement  and p erfect  the market  f inancing 

mechanism, induce and rest rain the f low of commercial  funds,  and provide  

professional  f inancial  services ,  the f i rs t  pol icy bank,  China Development  

Bank (CDB),  was establ ished in  Bei j ing on March 17,  1994,  with a regis tered  

capi tal  of  RMB 50 bi l l ion,  mainly undertaking domest ic development -

oriented and  pol icy-oriented f inancial  business .  The mission of  the  CDB was 

to  enhance the  compet i t iveness  of  the  country and improve the l ives  of  i ts  

people.  On the one hand,  CDB was committed to  support ing the development  

of  nat ional  infrast ructure,  basic industr ies ,  pi l lar  industr ies ,  high -tech  
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industr ies  and the construct ion of  major  nat ional  projects ,  so as  to  ensure  

the smooth progress  of  key projects  that  have a bearing on the overal l  

nat ional  economy and social  development .   

On the other  hand,  in  response to  problems that  the government  s t r ived to 

solve such as  urbanizat ion,  smal l -  and medium-sized enterpri ses ,  agricul ture,  

rural  areas  and farmers ,  county economy,  educat ion,  heal th  service  faci l i t ies  

and environmental  protect ion,  CDB act ively offered f inancial  support ,  and 

promoted market  construct ion through f inancing,  concentrated the nat ional 

investment funds that  were decentral ized at  the t ime,  es tabl ished an 

investment  loan rev iew syst em, gave development  banks certain decis ion -

making power of  investment  and loan,  and required them to undertake  

corresponding responsibi l i t ies  and r isks ,  so as  to  prevent  bl ind investment ,  

duplicate  construct ion,  and  promote comprehensive,  balanced and  

sustainable development of  the economy and society.  In  order  to  accomplish 

this  mission,  the CDB should st r ict ly confi rm to the market principles  and  

methods while carrying out  the pol icy object ives  of  the government .   

On July 1 of  the same year,  the Export - Import  Bank of  China (EIBC) was  

establ ished in  Bei j ing with a regis tered  capi tal  of  RMB 3.3  bil l ion,  mainly 

to  f inance the import  and export  of  large -scale mechanical  and electr ical  

equipment .  The main dut ies  of  EIBC were to  implement  the country's  

industry pol icies ,  foreign t rade and economic cooperat ion pol icies ,  f inancial  

policies  and diplomacy pol icies ,  so as  to provide pol icy - re lated f inancial  

support  for  expanding the  export  of  Chinese mechanical  and electr ical  
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products ,  complete equipment  and high -and-new-technology products ,  

promoting the enterprises  with comparat ive advantages to  contract  foreign  

projects  and make foreign investment ,  and faci l i tat ing the development  of  

foreign relat ions and internat ional  econom ic and t rade cooperat ion.  The 

main business  scope included handl ing export  credi t  and  import  credi t ;  

managing overseas  contracted project s and overseas  investment loans;  

handl ing preferent ial  loans from the  Chinese government  to foreign 

countr ies ;  providing external  guarantee;  t ransferr ing loans from foreign  

governments  and f inancial  inst i tut ions;  deal ing with the internat ional  and 

domest ic set t lement  business and enterpr ise deposit  business  under the loan 

of  the bank;  rais ing funds in  domest ic and foreign capi tal  markets  and money 

markets ;  handl ing in ternat ional  inter -bank loans,  organiz ing or  part icipat ing 

in  internat ional  and domest ic syndicated loans;  engaging in  Renminbi  

interbank borrowing and bond repurchase;  engaging in  proprietary foreign  

exchange t ransact ions and approved foreign exchange t ransact ions on behalf  

of  cl ients ;  conduct ing credi t  invest igat ion,  consul tation,  evaluat ion and  

witness  related to  the bank 's  business;  other  approved or  entrusted business .  

The EIBC was an important  force in  Chin a 's  foreign t rade  and economic 

support  system and an important  part  of  the f inancial  system. It  i s  the main 

channel  of  pol icy-oriented f inancing for  the export  of  mechanical  and  

electr ical  products ,  complete sets  of  equipment  and high -tech products ,  

contract ing projects  abroad and al l  kinds of  overseas  investment .  And as  the  

main on-lending bank of  foreign government  loans and the lender of  

preferent ial  loans granted by the Chinese government  to  foreign countr ies ,  
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i t  played an increas ingly important  role in  promoting the development  of  

China 's  open economy.  

On November 8 of  the same year,  the Agricul tural  Development  Bank of  

China (ADBC) was establ ished in  Bei j ing with a regis tered  capi tal  of  RMB 

20 bi l l ion,  mainly for  agricul tural  pol icy support .  ADBC was t he only 

agricul tural  pol icy bank in China direct ly under  the leadership of  the State 

Counci l .  It  was es tabl ished in  November 1994 in accordance with the 

Circular  on the Establ ishment  of  the Agricul tural  Development  Bank of  

China  i ssued by the State Counci l  of  the People 's  Republ ic of  China on Apri l  

19,  1994 (GF 199425).  The main responsibi l i t ies  were  to  raise funds,  

undertake the pol icy-based agricul tural  f inancial  business  st ipulated by the  

s tate,  act  as  the  agent  for  the al locat ion of  f inancial  funds to  s upport  

agricul ture,  and provide service for  the development  of  agricul ture and rural  

economy in accordance with the laws,  regulat ions,  guidel ines  and pol icies  

of  the s tate and on the basis  of  nat ional  credi t .  ADBC was under the guidance 

and supervis ion of  the People 's  Bank of  China (PBOC) and the China 

Banking Regulatory Commission.  Since  i ts  es tabl ishment ,  according to  the  

basic requirements  of  modern banks,  the bank s t r ict ly dis t inguished between 

policy business  and commercial  business ,  deepened s t ructura l  reform, 

improved the operat ing mechanism, s t rengthened internal  control  

construct ion,  s t r ict ly control led credi t  r isks ,  reduced operat ing costs ,  

improved operat ing eff iciency,  implemented the talent  s t rategy,  and  

comprehensively implemented the nat ional  grain and cot ton purchase  and  



86 

 

sale pol icy and relevant  economic and f inancial  pol icies ,  and i t  played an  

important  role in  macro -control ,  ensuring nat ional  food securi ty,  protect ing 

the interests  of  a  vast  number of  farmers ,  and promoting the  development  o f  

agricul ture and rura l  economy.   

The main reasons for  the establ ishment of  the three pol icy banks:  f i rs t ,  the  

f inancing objects  of  pol icy banks were usual ly confined to  the banks or  

projects ,  needed for  the social  development ,  wi thout  commercial  f inancial  

inst i tutions ready to provide funds,  so that  the pol icy banks can complement  

the defect  of  commercial  f inancing and improve the f inancial  system; second,  

the policy banks can  inst ruct  the commercial  f inancial  inst i tut ions with clear  

orientat ion and suppor t  emphasis  of  the State 's  economic policies  through 

the pioneering investment  behaviors ,  thus eradicat ing thei r  hesi tat ion and 

faci l i tat ing the  part icipat ion of  commercial  funds;  thi rd,  the pol icy banks  

can part l y make up the deficiency of  some project  inv estment  with low and 

no guarantee of  prof i ts  through providing low -interest  or  interest -subsidized 

loan,  thus att ract ing the part icipat ion of  commercial  funds;  fourth,  the 

policy banks can solve the bot t leneck in  economic development  or  open up  

new markets  by making investment  in  inf rast ructural  or  emerging industr ies ,  

thus promoting the  fol low-up investment  by commercial  funds;  f inal ly,  

policy banks genera l ly provide f inancia l  services  for  specif ic  industr ies  or  

f ields .  They were highly professional ,  accum ulated r ich pract ical  experience  

and professional  ski l ls ,  and gathered numerous ski l led technical  personnel ,  

thus they can provide professional  f inancial  services  in  these f ields .  
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The pol icy bank was different  from the  central  bank and other  commercial  

banks.  Its  important  role was  to  make up for  the defects  of  commercial  banks  

in  the al locat ion of  funds,  so as  to  improve and opt imize the overal l  funct ion 

of  a  country’s  f inancial  system. Compared with other  banks,  f i rs t  of  al l ,  

f rom the nature of  capi tal ,  p ol icy banks were general ly set  up by government  

f inancial  appropriat ion or  government  equi ty,  control led by the government ,  

and maintained a  close relat ionship with the government .  Second,  f rom the  

point  of  view of business  purpose,  the policy banks did no t  take profi t  as  

the goal ,  but  carr ied out  the nat ional  socio -economic pol ic ies  as  their  own 

responsibi l i ty.   

Policy banks’ main funct ion was to provide f inancing for  nat ional key 

construct ion and the development  of  industr ies  and regions supported by 

nat ional  industr ial  pol icies .  It  general ly included loans to  support  

agricul tural  development ,  loans to  purchase agricul tura l  and sidel ine 

products ,  loans for  infrast ructure and basic industr ies  such as  t ransportat ion 

and energy,  and loans for  import  and  expor t  t rade.  But  not  target ing 

profi tabi l i ty did not  mean that  pol icy banks are  not  profi table,  or  they 

ignored the beneficial  resul t ,  but  only in  terms of  business  object ives ,  they 

did not  pursue profi t  or  maximize profi ts .   

Third,  in terms of  business  scope,  pol icy banks cannot  col lect  demand 

deposi ts and publ ic deposits .  The main  sources  of  funds were the capi tal  

provided by the government ,  various borrowed funds and funds raised by 

issuing pol icy-related f inancial  bonds,  and most  of  the funds were  used for  
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long-term loans and  capi tal  loans.  Deposits  earned by pol icy banks are  not  

used for  t ransfer,  and loans were genera l ly earmarked for  special  purposes  

and would not  be converted direct ly into  savings deposi ts  and f ixed deposi ts .  

Therefore,  i t  would not  have  the  funct ions of  deposi t  and credi t  creat ion as  

commercial  banks do.  Pol icy banks had their  own specif ic  service areas  and  

did not  compete with commercial  banks.  They general ly served those project  

areas  which were of  great  s ignif icance  to  nat ional  econom ic development  

and social  s tabi l i ty,  and had large investment  scale,  long investment  cycle,  

low economic eff ic iency and s low capi tal  recovery,  such as  agricul tural  

development ,  important  infrast ructure construct ion, import  and export  t rade,  

smal l  and medium-sized enterprises ,  economic and  technological  

development  and so on.  

Fourth,  from the view of f inancing principles ,  pol icy banks had their  own 

special  f inancing pr inciples .  In  terms of  f inancing terms or  qual i f icat ions,  

which required that  the object  of f inancing must  be someone get t ing 

f inancing funds that  were  not  readi ly avai lable f rom other  f inancial  

inst i tutions,  only then i t  had qual i f icat ions to  obtain funds from the pol icy 

bank,  and al l  the funds provided were medium and long -term credi t ,  the loan  

interest  rate was obviously lower than  the commercial  bank s imilar  loan  

interest  rate in  the same period,  some even lower than the  f inancing cost ,  

but  i t  requested to  repay the principal  and the interest  on t ime.   

Fifth,  from the credi t  creat ion abi l i ty,  pol icy banks general ly did not  

part icipate in  the credi t  creat ion process ,  and i ts  derivat ive abi l i ty of  funds 
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was weak.  Because  the source of  funds of  pol icy banks was not  mainly 

deposi t  taking,  often provided by the government ,  and the  loan of  pol icy 

banks were mainly earmarked funds,  thus i t  would not  increase the  money 

supply under normal  ci rcumstances.  

3.2.2 Establ ish laws in  the banking industry and s t rengthen f inancia l  

supervis ion  

Under the background of f inancial  insti tut ions becoming enterprises ,  

f inancial  products  becoming divers i f ied  and f inancial  operat ion becoming 

computerized, China 's  commercial  bank adopted a more posit ive at t i tude  

toward f inancial  innovat ion.  The rapid spread of  informat ion technology -

based plat form construct ion provided a s t rong support  for  improving the  

eff iciency of  management  system and promoting f inancial  innovat ion.  The 

banking industry began to think deeply whether  the products  provided met  

the actual  needs of  the micro -market ,  and launched a large number of  market  

surveys and at tempts .  Due to  the lack of  f inancial  market  principle  

constraints  and f inancial  innovat ion theory guidance,  some of  the f inancial  

innovat ion act ivi t ies  in  this  period were bl ind.  Financial  innovat ion not  only 

provided more impetus  and space for  t he development  of  the banking 

industry,  and broadened the scope of  business ,  but  also generated a large  

number of  r isks ,  forming both posit ive and negat ive experience.  At  this  stage,  

the banking regulatory authori t ies  had also made major  adjustments  to  the  

ex is t ing regulatory sys tem, however,  in  the past ,  they took the scale of  assets  

and the f low of funds as  the main supervis ion objects .  After  a  series  of  
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f inancial  r isk events ,  the CPC Central  Commit tee began to real ize the  

necessi ty of  rect i fying the  f ina ncial  order  and  prevent ing f inancial  r isks ,  

thus i t  t ransferred the core direct ion of  supervis ion to  r isk supervis ion, 

gradual ly abol ishing the l imit  of  the loan scale of  s tate -owned banks,  and 

comprehensively implement ing asset  l iabi l i ty management and r i sk 

management .  On this  basis ,  the  regulatory authori t ies  began a  

comprehensive inspect ion of  al l  types  of  f inancial  inst i tut ions throughout  

the country,  car r ied out  a  large -scale  inspect ion on the asset  qual i ty,  

profi tabi l i ty,  internal  control  and operat in g compliance  of  f inancial  

inst i tutions,  cleaned up and rect i f ied a large number of  i l legal  f inancial  

inst i tutions through capi tal  inject ion,  acquis i t ion, bankruptcy,  dismissal ,  

etc . ,  and establ ished a comprehensive legal  system covering al l  aspects  of  

bank management ,  for  example,  the Law of  the People 's  Republic of  China 

on the People 's  Bank of  China  and the Law of  the People 's  Republic of  China 

on Commercial  Banks .  They also promulgated a series  of  s t r icter  and more  

specif ic  access  regulat ion systems in t erms of  market  access  and  

management  of  senior managers '  qual i f icat ions,  which  embodied the 

determinat ion of  the  Party and the government  to  s tandardize their  operat ion 

by market -oriented means.  In  1998,  the GITIC declared bankruptcy due to  

insolvency through the decis ion of the Guangdong Higher People 's  Court .  

Since the central  bank has  cleaned up and rect i f ied i l legal  f inancial  

inst i tutions such as  t rust  industry,  urban credi t  cooperat ives  and rural  credi t  

cooperat ives  in  1998,  many smal l -  and medium-sized f inancial  insti tut ions 

have withdrawn f rom the market .  In  1998,  Hainan Development  Bank was  
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closed down by the central  bank because of  i ts  serious insolvency and huge 

f inancial  r isks  accumulated.  The f i f th  rect i f icat ion of  the  t rust  industry,  

which began  in 1998,  was basical ly completed by 2003.  Before the 

rect i f icat ion,  only about  60 of  the 239 t rust  and investment  companies  were  

retained and re -regis tered.  

3.2.3Transformation of  nat ional  special ized banks into state -owned 

commercial  banks  

In the ini t ial  s tage of  the planned market -oriented reform, the state -owned 

banking system achieved the f i rs t  t ransformation,  forming a s tate -owned 

special ized banking system, providing effect ive f inancial  support  for  the  

smooth t ransi t ion of  the economy.  With the deepe ning of  market -oriented  

reforms and  hardness  of  budget  constrain t  on micro -economic ent i t ies ,  banks  

and s tate budgets ,  the drawbacks of  the s tate -owned special ized banking 

system were also increasingly exposed.  In  addi t ion,  in  order  to  ensure the  

smooth complet ion of  the economic t ransit ion and the  smooth operat ion of  

the nat ional  economy,  the s tate -owned special ized banks also bore excessive 

policy burdens and paid a huge price,  such as  large non -performing loan  

balance,  low capi tal  adequacy rat io ,  and  low  economic performance.   

Before 2002,  the s ta t is t ics  and est imat ion of  the non -performing loan rat io  

of  s tate-owned banks were incomplete and the s tandards were not  uniform. 

At  that  t ime,  according to  the General  Rule of  Loan formulated by PBOC 

and the f inancial  account ing system of  f inancial  enterprises  of  the Minis t ry 
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of Finance of  the PRC, the loans were divided into four ca tegories:  normal ,  

overdue,  s luggish and bad loans.  The lat ter  three categories  were known 

col lect ively as  non-performing loans,  which  were cal led "one overdue -two 

s lacks" at  that  t ime with greater  f lex ibi l i ty in  ident i f icat ion and operat ion  

and lacked relat ively accurate f igures  on the amount  of  non -performing 

loans.  The reasons of  s tat is t ics ,  class i f icat ion s tandard  and cogni t ion made 

the society have great  di fferences in  the view of the amount of  non -

performing loans.  St i l l ,  by and  large,  the non -performing loan rat ios  of  the  

big four s tate -owned banks were able to  col late a  number that  ref lected the  

changing context .  12 ％  a t  the end of  1990; 21.4 ％ at  the end of  1995.  

Therefore,  in  order  to  improve the operat ion of  s tate -owned special ized 

banks,  a  two-step  approach to  the  commercial izat ion of  s tate -owned 

special ized banks has  been adopted s ince 1994.  

Step 1:  f rom 1994 to 1997,  the s tate -owned special ized banks should be  

t ransformed into so lely s tate -owned banks,  and the separa t ion of  pol icy -

oriented f inance from commercial  f inance may be real ized in  order  to  l ighten  

their  policy-oriented burden.  The s tate -owned banks should be t ransformed 

into independent  commercial  ent i t ies  with independent  civi l  capaci ty and  

corresponding civi l  obligat ions.  The f i rs t  i s  to  s t rengthen  macro -control  in  

the f inancial  sector.  Regulate the total  money supply by s t r ict ly managing 

the rat io of  assets  and l iabi l i t ies ,  s t r ict ly control l ing the loan of  f ixed assets ,  

and swal lowing the  base money by economic means.  The second is to  

s t rengthen f inancial  regulat ion.  Emphas is should be placed on clearing up 
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f inancial  inst i tutions that  violate the law or exceed  their  pow ers  of  

examinat ion and approval ,  s t r ict ly defining the business  scope of  each major  

f inancial  inst i tut ion,  and s t rengthening the supervis ion and regulat ion of  

social  fund-rais ing.  The third is  to  separate pol icy f inance from commercial  

f inance.  Carry out  macro benefi ts  and resource al locat ion through the  

establ ishment of  three pol icy banks such as  CDB, EIBC, and ADBC. The 

three measures  achieved good resul ts .  In  1994,  about  RMB 600 bi l l ion of  

new savings deposi ts  were added,  and the exchange rate of  the US dol lar  

s tabi l ized at  the price level  of  RMB 8.7 .  The CDB issued RMB 75.8 bi l l ion  

in f inancial  bonds and RMB 81.8 bil l ion in  loans,  wi th a capi tal  avai labi l i ty 

rate of  nearly 100%.   

Step 2:  from 1997 to 2002, the focus of  the reform was to  reduce the r isk of 

whol ly s tate-owned banks.  The s tate -owned special ized banks paid a huge 

reform cost  for  the  smooth complet ion of  the economic t ransit ion and the 

operat ion of  the nat ional  economy.  As s tate-owned special ized banks took 

on too much pol icy burden and s imply met  the funding needs of  domest ic 

enterprises  for  development ,  and some did not  even  conduct  market  research  

on capi tal  r isks ,  so  they gradual ly exposed a large  number  of  non -performing 

loans,  and the r isks  increased gradual ly.   

 

Table  3 -3   Capi ta l  Sca le  o f  S ta te -owned  Banks ,  1998 -2002  

 1998  1999  2000  2001  2002  

I .  Depos i t s  69782.2  79973.5  90892.7  97346.9  113452 .28  
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1 .  Enterpr ise  

depos i t s  
25249.1  28733.1  33337.6  33081.3  35980.06  

(1 )  Curren t  

depos i t  
19146.1  21810.4  25585.4  25192.8  27546.94  

(2 )  Fixed  depos i t  6103 .0  6922 .7  7752 .2  7888 .5  8433 .12  

2 .  Fisca l  depos i t  2169 .6  2106 .3  3477 .3  3330 .6  3447 .90  

3 .  Depos i t s  o f  

ins t i tu t ions  
1215 .6  1720 .3  2079 .4  2493 .6  4610 .00  

4 .  Urban  savings  

depos i t s  
39561.0  44828.0  48626.8  54306.9  64024.46  

(1 )  Curren t  

depos i t  
8722 .2  11225 .3  14043.9  16626.6  20893.90  

(2 )  Fixed  depos i t  30838.8  33602.7  34583.0  37680.2  43130.56  

5 .  Agr icu l tu ra l  

depos i t s  
300 .6  342 .1  372 .0  409 .7  465 .72  

6 .  Other  types  o f  

depos i t s  
1286 .3  2243 .7  2999 .6  3724 .8  4924 .14  

I I .  Financ ia l  

bonds  
1 .7  1 .4  1 .0  0 .8  0 .47  

I I I .  In te r -bank  

t ransac t ions  
2706 .0  3137 .8  6141 .0  5870 .9  5055 .76  

IV.  Cash in  

c i rcu la t ion  
11204 .2  13455.5  14652.7  15688.8  17278.03  

V.  Liab i l i t ies  to  

in te rna t iona l  

f inanc ia l  

ins t i tu t ions  

174 .4  371 .9  368 .3  484 .5  423 .05  

VI.  

Misce l laneous  
6997 .3  4228 .9  -1927 .1  -967 .7  963 .86  

Total  funding  

sources  
90865.8  101169 .0  110128 .6  118424 .2  137173 .46  

I .  Depos i t s  68442.1  73695.8  76393.8  80077.6  90892.63  

1 .  Shor t - te rm 

loan  
48105.7  50113 .2  49242.1  43679.8  45800.67  

(1 )  Indus t r ia l  16664.1  16786.5  15657.7  15763.2  16745.38  
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loan  

(2 )  Commerc ia l  

loan  
18746.7  18989.5  16958.5  16463.5  15760.12  

(3 )  Cons t ruc t ion 

loan  
1512 .4  1322 .8  1425 .6  1684 .8  2168 .03  

(4 )  Agr icu l tu ra l  

loan  
1781 .6  1744 .6  1289 .4  1272 .3  1286 .04  

(5 )  Loan  to  

township 

en te rpr ises  

1754 .9  1905 .4  1415 .3  1450 .5  1542 .61  

(6 )  Loan  to  

fo re ign-funded  

en te rpr ises  

2226 .9  2675 .5  2678 .3  2392 .2  1723 .46  

(7 )  Loan  to  

p r iva te  

en te rpr ises  and  

ind ividua ls  

208 .3  301 .0  354 .4  425 .9  392 .42  

(8 )  Other  shor t -

te rm loans  
5210 .8  6387 .9  9462 .9  4227 .4  6182 .61  

2 .  Medium and  

long  te rm loan  
19744.3  22791.7  26406.1  34995.7  42317.21  

3 .  Other  types  o f  

loans  
592 .1  790 .9  745 .6  1402 .1  2774 .75  

I I .  Por t fo l io  and  

inves tment  
6037 .6  9675 .0  16419.4  16913.4  19488.39  

I I I .  In te r-bank  

t ransac t ions  
669 .6  928 .1  941 .6  1153 .7  1060 .85  

IV.  Funds  

ou ts tand ing  for  

go ld  and s i lver  

12 .0  12 .0  12 .0  256 .0  337 .24  

V.  Funds  

ou ts tand ing  for  

fo re ign exchange  

13660.6  14671.9  14203.5  17687.3  23014.07  

VI.  Financ ia l  

loan  
1582 .1  1582 .1  1582 .1  1582 .1  1582 .06  
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VII.  Asse ts  a t  

in te rna t iona l  

f inanc ia l  

ins t i tu t ions   

461 .8  604 .1  576 .3  754 .2  798 .22  

Total  use of  

funds   
90865.8  101169 .0  110128 .6  118424 .2  137173 .46  

Sources :  Almanac  o f  China ' s  F inance and Banking  1998-2002  

With the outbreak of  the Asian f inancia l  cr is is in  1997,  a  large number of  

enterprises  were  affected by the f inancial  cr is is ,  resul t ing in  operat ing losses  

and even incapabi l i ty to  repay bank loans.  The domest ic f inancial  market  

was also hit  hard,  and the non-performing loan cris is  accumulated by s tate -

owned banks for  a  long t ime was gradual ly exposed,  which also made the 

r isks faced by s tate -owned banks more prominent .  From 1998 to 2002, the 

s tate adopted a series  of  reform measures  to reduce the r isk of s tate-owned 

banks,  replenish the capi tal  for  s tate -owned commercial  banks and s t r ip  off  

non-performing loans.  In  January 1998,  the Minis t ry of  Finance f i rs t  i ssued 

RMB 270 bi l l ion in  special  bonds to  inject  capi tal  into the four banks,  

including ICBC of RMB 85 bi l l ion,  ABC of RMB93.3 bi l l ion, BOC of  

RMB42.5 bil l ion,  and CBC of RMB49.2 bi l l ion.  After  complet ion in  June,  

the capi tal  adequacy rat ios  of  the banks reached the s tandard .  5 5  

Then four newly establ ished f inancial  asset  management  companies  (AMC),  

including Huarong and Orient ,  launched large -scale non-performing loan 

receipts ,  s t r ipping s tate -owned commercial  banks of  RMB 2.69 t r i l l ion of  

                             
5 5  S h i  H u a q i a n g .  N o n - p e r f o r m i n g  l o a n s ,  a d j u s t m e n t  f a c t o r s  a n d  s e v e r i t y  o f  s t a t e - o w n e d  c o m m e r c i a l  b a n k s :  

1 9 9 4 - 2 0 0 4  [ J ]  . F i n a n c i a l  R e s e a r c h ,  2 0 0 5  ( 1 2 ) :  2 5 - 3 9 .  
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non-performing loans accumulat ively.  At  that  t ime,  the pol icy of  the s tate  

for  the four AMC was: f i rs t ,  the loss  of  asset  disposal  was covered by f inance;  

second,  the  capi tal  source  of  the AMC was the  capi tal  al located by the 

government  (except  for  the Orient  Asset ,  which was al located by the 

Minis t ry of  Finance of  RMB 6 bil l ion and USD 500 mill ion,  the other  three  

companies  were al located RMB 10 bi l l ion) ,  and the re - loans and f inancial  

bonds issued by the  central  bank to the  s tate -owned banks were  al located;  

thi rd,  tax  reduct ion  and exemption;  fourth,  the four  AMCs were endowed 

with some means of  asset  disposal .  The y mainly consis ted of:  recovering 

debts ,  leasing or  otherwise t ransferr ing or  reorganiz ing assets  formed by 

non-performing loans,  t ransferr ing debts to  equi ty,  recommending l is t ings 

of  companies  within the scope of  asset  management ,  and underwri t ing bond 

s tocks,  issuing f inancial  bonds and borrowing from financial  inst i tut ions,  

f inance and law consult ing,  asset  and project  evaluat ion,  applying for  

ref inancing from the  PBOC, and rest ructuring and disposing of  assets  owned 

by the company.  In addi t ion,  the s ta te optimized the law enforcement  

environment  for  the disposal  of  non -performing assets  in  banks,  and the 

Minis t ry of  Finance agreed in  2001 to use 1 -1.2% of the recovered cash as  

an incent ive fund for  the four major  AMCs.  

In  1995,  the Third Session of  the Nat ional  People 's  Congress  passed the Law 

of  the People 's  Republ ic of  China on Commercial  Banks ,  which has  formal ly 

provided legal  protect ion for  the commercial izat ion of  banks.  By the end of  

2002,  China formed a huge banking sys tem consist ing of  the PBOC as the 
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central  bank,  four wholly s tate -owned commercial  banks as  the main body,  

three pol icy-oriented commercial  banks ,  10 joint -s tock commercial  banks,  

111 urban commercial  banks,  523 urban credi t  cooperat ives ,  38,153 rural  

credi t  cooperat ives  and 158 for eign-funded commercial  banks 5 6  .  Also,  

according to  the data released by The Banker in  July 2002,  15 commercia l  

banks had ranked among global  top 1000.  Among these banks,  the f ive major  

Chinese commercial  banks had been l is ted in  global  top 100.  It  indicates  

that  China has  bui l t  a  modern commercial  bank system.  

However,  this  s tage  of  reform improved the qual i ty of  assets  and capi tal  

adequacy rat io  of  banks to  a certain ex tent  and the abi l i ty of  s tate -owned 

banks to res is t  r isks ,  but  i t  did not  fundamental ly s olve the soft  budget  

constraints  of s tate -owned banks caused  by the pol icy burden. In  2000 and 

2001, the non-performing loan rat io of  s tate -owned banks reached 55.11% 

and 49.29% respect ively after  excluding the pol icy divest i ture factor.  The 

non-performing asse ts  of  s tate -owned banks have exceeded their  own capi tal  

and are  in  the s tate of  "technical  bankruptcy" in  essence.  So  far,  the reform 

of s tate-owned commercial  banks has  fa l len into a di lemma.  

3.2.4 Rapid development  of  joint -s tock banks  

The joint -s tock commercial  bank was in  the init ial  s tage of  es tabl ishment  

from 1989 to 1993, and entered the s tage of  rapid development  from 1994 to  

2002.  After  the 14th  Nat ional  Congress  of  the Communist  Party of  China in  

                             
5 6

 Z h an g  J i e .  F in a n c i a l  Su p p o r t  i n  P ro g r e s s i v e  R e fo r m [ J ]  .E c o n o mi c  R e s e a r c h ,  1 9 9 8  (1 0 ) :  5 2 -

5 7 . 
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1992, the construct ion of  economi c  system and legal system was  

s t rengthened,  and the  Law of  the People 's  Republ ic of  Chinaon the People 's  

Bank of  China and the Law of  the People 's  Republ ic of  China on Commercial  

Banks were  promulgated  successively,  which provided the legal  guarantee 

for  the independent operat ion,  sel f -r i sk and self -profi t  and loss  of  the  

commercial  banks.  In  1994,  CMB carr ied  on the s tock system reorganizat ion,  

and set  off  the joint -s tock commercial  bank's  rapid development  t ide.  The 

init iators  were eight  business  ent i t ies :  China Merchants  Group Shipping Co. ,  

Ltd. ,  China Ocean Shipping (Group)  Company,  Guangzhou Mari t ime 

Transport  (Group)  Co. ,  Ltd. ,  Nanhai  East  Corporat ion of CNOOC, 

Guangdong Highway Adminis t rat ion,  Shandong Traff ic  Development  and 

Investment  Company,  Qinhu angdao Port  Co. ,  Ltd.  and Shenzhen Shekou 

Merchants  Bank Investment  Service Company.  Although CMB was original ly 

the exclusive shareholder  of  China Merchants  Group,  i t  s t i l l  took the lead 

in meet ing internat ional pract ice to  form the board of  directors ,  an d  

implemented the president responsibi l i ty system under the leadership of  the 

board of  directors ,  wi th Yuan Geng as  the chairman and Wang Shizhen as  the 

f i rs t  president .  The separat ion of  the two powers  made CMB more  

professional ,  independent  and f ree in  m anagement ,  which laid the 

management  foundat ion for  CMB in the subsequent  remarkable achievements .  

The Asian  f inancial  cr is is  in  1997 did not  affect  the  progress  of  joint -s tock 

commercial  banks,  but  became a good opportunity to  s t rengthen corporate  

governance and improve internal  management .  
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The good development  of  joint -s tock commercial  banks was mainly ref lected 

in  the fol lowing three aspects :  Firs t ,  the operat ing performance was good.  

The scale of  assets  increased substant ial ly.  In  1997 and 2002,  the ass ets  of  

joint -s tock commercial  banks were RMB 751.16 bil l ion and RMB 2,245.41 

bi l l ion respect ively,  and the proport ion of  banking f inancial  insti tut ions also 

increased f rom 4.8% to 9.5%. In terms of  profi t  level ,  the total  net  profi t  of  

joint -s tock commercial  banks reached RMB 8.921 bi l l ion in  2003,  

account ing for  more  than 25%. In terms of  asset  qual i ty,  the balance of  non -

performing loans of  joint -s tock commercial  banks was RMB 187.7 bi l l ion,  

and the non-performing loan rat io  was 7 .92%, compared with 17.8%  of the 

total  non-performing loans of  China 's  banking sector  during the same period.   

Second,  the speed of  f inancial  product  innovat ion accelerated  and the  degree 

of  informat izat ion was high.  Compared with large s tate -owned banks,  joint -

s tock commercial  banks were smal l  in  scale,  f lexible in system and s t rong 

in innovat ion.  They not  only divers i f ied their  business  s t ructure and  

products  in  t radi t ional  businesses  such as  deposi ts ,  loans and remit tances ,  

but  also developed rapidly in  emerging areas  such as  ba nk cards ,  f inancial  

services  and credi t  card payments .  The rapid development of  joint -s tock  

commercial  banks was inseparable f rom their  emphasis  on the construct ion 

of  f inancial  system informatizat ion. In  this s tage,  the main joint -s tock 

commercial  banks basical ly real ized the informat izat ion of  management  

support ing system.  

Third,  the corporate governance was  s t rengthened and  the business  
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management  system was improved.  Under the supervis ion and support  of  the 

People 's  Bank of  China (PBOC),  the joint -s tock commercial  banks devoted  

a lot  of  energy to  standardiz ing the corporate governance s t ructure,  

improving the effect iveness  and professional ism of internal  management  by 

revis ing the ar t icles  of  associat ion,  perfect ing the organizat ional  s t ructure,  

adding professional commit tees  and introducing external  independent  

directors  and supervisors .  At  the same t ime,  the joint -s tock commercial  

banks began to act ively seek l is t ing.  During 199 9-2003,  four joint -s tock 

banks were l is ted  on the Shanghai  Stock Exchange,  which accepted 

supervis ion from al l  sectors  of  society,  enhanced  the qual i ty of  capi tal  and  

improved the level  of  operat ion and management .  
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Table  3 -4   1999-2003  Jo in t -s tock  Commerc ia l  Banks Lis t ing  

  
Lis t ing  

da te   

Issu ing  

amount   
Issu ing  pr ice  

(RMB)  

Opening  pr ice  on  the  

f i r s t  day (RMB)  

Tota l  number  o f  

shareholders  in  June  

2019  (10 4 )   

Capi ta l  s tock  a t  June  30 ,  2019   

(10 8 )  

Shanghai  Pudong 

Development  Bank  
1999/11 /10  4  10 .00  29 .50  17 .47  

The  accumula t ive  ho ld ings  o f  the  top  ten  c i rcu la t ing  shareholders :  21.207 

b i l l ion  shares ,  the  accumula t ive  p ropor t ion  of  c i rcu la t ing  share :  75 .45%  

China  Minsheng Bank  2000/12 /19  3 .5  11 .80  20 .00  39 .53  

The  top  ten  c i rcu la t ing  shareholders  accumula t ive ly he ld  A  and  H  

c i rcu la t ing  shares :  26.087  b i l l ion  shares ,  the  accumula t ive  p ropor t ion  of  A  

and  H c i rcu la t ing  shares :  59 .58%  

China  Merchants  Bank  2002/4 /9  15  7 .30  10 .51  26 .24  
The accumula t ive  ho ld ings  o f  the  top  ten  shareholders :  16.877  b i l l ion  

shares ,  account ing  for  a  cumula t ive  share  o f  the  to ta l  equ i ty:  66 .9%  

Hua  Xia  Bank   2003/9 /12  10  5 .60  7 .48   12 .13  
The  accumula t ive  ho ld ings  o f  the  top  ten  c i rcu la t ing  shareholders :  9 .373 

b i l l ion  shares ,  the  accumula t ive  p ropor t ion  of  c i rcu la t ing  share :  73 .1%  

Data sources:  Annual  reports  of  Banks and Genius  Finance.  ht tp: / /www.genius .com.cn/geniusData.html  (1999-2003)

http://www.genius.com.cn/geniusData.html
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3.2.5 The emerging of  urban commercial  banks  

In  the f i rs t  half  of  1989,  PBOC organized the clean -up and  rect i f icat ion of  

urban credi t  coopera t ives in  accordance with the spir i t  of  central  government  

rect i f icat ion.  During the clean -up and rec t i f icat ion period from 1990 to 1991,  

the local  governments  control led the scale of  the newly establ ished  

inst i tutions,  disbanded and merged urban credi t  cooperat ives  with poorly 

management .  During the 2 years ,  253 new inst i tut ions were  establ ished and  

75 inst i tutions were  abol ished.  By the end of  1991,  there were m ore than  

3,500 urban credi t  cooperat ives  with total  assets  of  RMB 49.7 bi l l ion and 

more than 77,000 employees.  In  1990,  the pilot  project  of  urban credi t  

cooperat ives  was launched.  In 1992,  the clean -up and rect i f icat ion was over,  

the economy of China ente red a period of  rapid development ,  and the  

demands of  applying for  urban credi t  cooperat ives  f rom al l  walks  of  l i fe  

were very s t rong.  During this  period,  the number of  urban credi t  

cooperat ives  expanded rapidly,  and  urban credi t  cooperat ives  were  

establ ished in  most  counties  (ci t ies) .  By the end of  1993,  the number of  

urban credi t  cooperat ives  was nearly 4,800,  an increase of  more than 1,200 

over the end of  1991,  with total  assets  of  RMB 187.8 bil l ion and 123,000 

employees.  Since the second half  of  1993,  PB OC has made great  efforts  to  

rect i fy the f inancial  order.  And,  the head off ice also demanded al l  provincial  

branches to  s top approving new urban credi t  cooperat ives  as  of  July 1,  1993,  

and to  suspend the use of  indicators  that  had been issued but  not  been used 



104 

 

up,  while handl ing the problems of  approving urban credi t  cooperat ives  

beyond their  powers  and scale.  After  the implementat ion of  this  spir i t ,  the 

overwhelming majori ty of  places  did  not approve new urban credi t  

cooperat ives .  Since  1995,  some prefectu re-level  ci t ies  have establ ished  

urban commercial  banks on the basis  of urban credi t  cooperat ives  in  

accordance with the inst ruct ion of the State Counci l .  In  March of  the same 

year,  PBOC issued Circular  on Further  Strengthening the Administrat ion of  

Urban Credi t  Cooperatives ,  which clearly s tated in  document  form: "No new 

urban credi t  cooperat ives  shall  be approved in the process  of es tabl ishing 

the nat ional  urban cooperat ive banks."  After  this  ci rcular  was issued,  the  

examinat ion and approval  of  urban cred i t  cooperat ives  were basical ly 

completely s topped throughout  the country.  5 7  

On the basis  of  urban credi t  cooperat ives ,  urban cooperat ive  banks began to  

be establ ished.  By the end of  1996,  18  ci t ies  had establ ished cooperat ive  

banks and were open for  business .  In  March 1998,  the urban cooperat ive  

bank was renamed as the urban commercial  bank,  and  began to change from 

cooperat ive system to joint -s tock system. At  the same t ime,  in  view of the 

fact  that  some urban credi t  cooperat ives  with non -standardized management ,  

low operat ing level ,  high proport ion of  non -performing assets ,  and poor 

abi l i ty to  res is t  r isks ,  al l  these problems caused considerable f inancial  r isks .  

In  October 1998,  the General  Office of  the State Counci l  t ransmit ted the  

                             
5 7  H u a n g  Z h e n g w e i .  R e s e a r c h  o n  t h e  S y s t e m  R e f o r m  o f  U r b a n  C r e d i t  C o o p e r a t i v e s  a n d  U r b a n  C o m m e r c i a l  

B a n k s  [ J ]  . C h i n a  F i n a n c e ,  2 0 0 0  ( 1 2 ) :  2 1 - 2 3 .  
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Work Plan for Rect i fying Urban Credi t  Cooperat ives  of PBOC, to effect ively 

prevent  and defuse  f inancial  r isks ,  maintain social  s tabi l i ty,  and ensure  the  

sound operat ion and  heal thy development  of  urban credi t  cooperat ives .  The 

Work Plan for  Rect i fying Urban Credi t  Cooperatives  required al l  local  

governments  to  conscient iously carry out  the assets  and capi tal  veri f icat ion  

of  urban  credi t  cooperat ives  under the unif ied leadership of  the  local  

government ,  thoroughly invest igate the assets ,  l iabi l i t ies  and r isks  of  urban 

credi t  cooperat ives ,  and resolve the r isks  of  u rban credi t  cooperat ives  by 

self-rescue,  acquis i t ion or  merger,  adminis t rat ive closure  or  bankruptcy 

according to  law;  to  res t ructure or  reform urban credi t  cooperat ives  and  

associat ion in accordance with relevant  documents;  and to  further  s t rengthen 

the supervis ion of  urban credi t  cooperat ives  throughout  the country.  By the  

end of  1999,  nearly 2,300 urban credi t  cooperat ives  were involved in  the  

establ ishment  scale of  90 urban commercial  banks in  accordance with the 

requirements  of  Rect i f icat ion Plan,  exce pt  for  the closure or  suspension for 

internal  rect i f icat ion of  a  few urban credi t  cooperat ives  that  operate in  

serious violat ion of  laws and regulat ions,  which laid a good foundat ion for  

the heal thy development of  urban credi t  cooperat ives .  In  November 200 5,  

China Banking Regulatory Commission,  PBOC, the Minis t ry of  Finance,  and  

the State Taxat ion Adminis t rat ion joint ly formulated and issued the Opinions 

on Further  Promoting the Rect i f icat ion of  Urban Credi t  Cooperatives ,  

proposing to  effect ively promote  th e rect i f icat ion of  urban credi t  

cooperat ives ,  and promoting the withdrawal  of  revoked and  suspended urban 

credi t  cooperat ives  from the market .  By the end of  2007,  the head of  China  
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Banking Regulatory Commission said that  since 2006,  the reform of urban  

credi t  cooperat ives  has  made s ignif icant  progress:  251  urban credi t  

cooperat ives  had been effect ively handled,  and 230 urban credi t  

cooperat ives  suspended for  internal  rect i f icat ion had also completed the  

market  withdrawal .  On March 29,  2012,  the las t  urban c redi t  cooperat ive in  

China-Lvye Urban Credi t  Cooperat ive  in  Xiangshan Town,  Ningbo City,  

reformed as  the urban commercial  bank,  Ningbo Donghai  Bank Co. ,  Ltd.  

(referred  to  as  Ningbo Donghai  Bank).  Since then,  the urban credi t  

cooperat ive off icial ly withdrew  from the  historical  s tage  

Urban commercial  banks are formed under the special  his torical  condi t ions  

of  China.  They are  the products  of  the central  f inancial  authori t ies  in  

rect i fying urban credi t  cooperat ives  and  resolving local  f inancial  r isks .  In  

1995,  the f i rs t  urban commercial  bank in China -Shenzhen Urban Cooperat ion  

Bank (now Ping An Bank) was establ ished.  The establ ishment of  urban  

commercial  banks has  gradual ly changed the widespread problems of  urban 

credi t  cooperat ives  such as decentral ized opera t ion,  smal l  capi tal  scale ,  

weak abi l i ty to  res ist  r isks  and  so on,  and further  s t rengthened the 

construct ion of  the organizat ional  system of commercial  banks.  However,  in  

the early period of  urban commercial  banks,  the r isks  and weaknesses  

accumulated in  the past  have not  been ful ly exposed,  resul t ing in  the lack of  

management  of  some branches of  commercial  banks,  and imbalanced  

development  of  various regions.  As a special  group,  urban commercial  banks  

have the fol lowing characteris t ics  in  scale and operat i on:  Firs t ,  smal l  overal l  
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scale.  Due to  i ts  geographical  constrain ts ,  the assets  of urban commercial  

banks in  China are  general ly smal l .  Sta t is t ics  showed that  (by the end of  

2003):  There were 2  urban commercial  banks with assets  of  more than RMB 

100 bi l l ion;  2  with assets  of  between RMB 50 bi l l ion and RMB 100 bi l l ion;  

14 with assets  ranging f rom RMB 20 bi l l ion to  RMB 50 b i l l ion;  19 with  

assets  ranging f rom RMB 10 bi l l ion to  RMB 20 bi l l ion;  and 75 with assets  

below RMB 10 bi l l ion.  Among them, the assets  of  t he largest  urban  

commercial  bank were only RMB 193.4 bi l l ion;  the smal lest  had assets  of  

just  RMB 911 mil l ion.  Thus,  most  of  the assets  of  China 's  urban commercial  

banks were less  than RMB20 bi l l ion,  and nearly 70% of them are less  than 

RMB10 bi l l ion.  Therefore,  the urban commercial  bank basical ly belongs to 

the category of  smal l  and medium -sized banks.  Secondly,  highly dependent  

development .  Urban  commercial  banks with good performance are mainly 

concentrated in  the more developed areas ,  especial ly in  the  eastern China.  

Its  main performance is :  The local  government  revenue is  abundant ,  which 

has  l i t t le  negat ive influence on the urban commercial  banks.  The number of  

smal l  and medium-sized private  enterprises  is  large,  and the  profi tabi l i ty is  

s t rong.  The urban commercial  banks are wil l ing to  provide  loans to  smal l  

and medium-sized enterprises;  High per  capi ta  income,  developed credi t  

cul ture;  Local  governments  have a  high awareness  of  pro tect ing private  

property r ights ;  etc .  The development  of  economy is  the s oil  of  f inance.  

Most  of  the urban commercial  banks are located in  more developed central  

ci t ies ,  where the economy is  act ive and  facing the most  valuable customers  

in  the ci ty.  These  advantages provide  a  good foundat ion for  the business  
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development  of  urba n commercial  banks.  Third,  unclear  market  posit ioning.  

At  the beginning of  i ts  es tabl ishment ,  the urban commercial  bank had 

establ ished the market  orientat ion of  "serving the local  economy,  the smal l  

and medium-sized enterprises  and the urban residents" Ho wever,  there are  

s t i l l  a  considerable number of  urban commercial  banks showing the  

vaci l lat ing market  posit ioning.  This  is  highl ighted as  fol lows:  Many urban  

commercial  banks are keen to  compete with s tate -owned banks and joint -

s tock commercial  banks for  b ig customers  and projects .  There are many 

reasons for  ex ternal  f inancial  environment  and market  condi t ions.  But  more  

important ly,  the  reason for  urban commercial  banks is  crucial .  The imperfect  

corporate governance,  s ingle business  means  and insuff icient  product  

innovat ion also rest r ict  the survival  and development  of  urban commercial  

banks.  Throughout  China 's  banking industry,  now the urban commercial  

banks are t rapped into unfavorable  si tuat ions.  Pessimist ical ly,  urban  

commercial  banks are in  a dilemma,  because there are  not  only the  

monopol ies  of  the four major  s tate -owned banks and the compet i t ion of 

joint -s tock banks,  but  also the compet i t ion of  the rural  credi t  cooperat ives  

in  the vigorous reform, and the penetrat ion of  foreign banks .  Compared  with 

large commercial  banks,  urban commercial  banks have relat ively low credi t  

rat ing,  weak abi l i ty to  replenish capi tal ,  and higher interest  rates  for  issuing 

subordinated debt than joint -s tock banks and s tate -owned banks, which  

direct ly leads to  i ts  high f inancing cost .  Therefore,  the ex tensive 

development  mode of  urban commercial  banks,  which rel ied on capi tal  

consumption in the past ,  has  become unsustainable.  It  i s  of  great  
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signif icance to  rect i fy the  urban  commercial  banks for  market izat ion of  

China 's  economy and f inancial  industry.  To a certain extent ,  i t  f i l l s  the 

market  gap caused by the contract ion of  s tate -owned commercial  banks,  and  

sat isf ies  the f inancing needs of  smal l  and medium -sized  enterprises  and  

residents .  At  the same t ime,  the urban commercial  banks have great ly 

enriched the f inancial  services  for  urban and rural  res idents  with i ts  high -

qual i ty and convenient  services ,  and the network covering th e urban and 

rural  areas .  Urban commercial  banks are the main f inancing channels  for  

smal l  and medium-sized enterprises  and  private enterprises  in China, which 

have made great  contr ibutions to the economic development  with the small  

and medium-sized enterpr ises  and the ci t izens as  their  market  posit ioning.  

3.2.6 Reform of rural  credi t  cooperat ives  

As early as  the 1950s, the outlets  of  the People 's  Bank of  China (PBOC) 

were changed to rural  credi t  cooperat ives  in  the rural  areas .  Rural  credi t  

cooperat ives  are  cooperat ive f inancial  organizat ions which are composed  of  

farmers '  shares ,  democrat ical ly managed by their  members ,  and mainly serve  

them. They are formal  f inancial  insti tut ions approved by PBOC in  

accordance with the  law.  The so -cal led bank f inancial  ins t i tut ions are also 

cal led deposi t - taking inst i tut ions and deposi t  money banks .  Their  common 

characteris t ics  are to  take deposi ts  as  the main l iabi l i t ies ,  to  issue loans as 

the main assets ,  to  handle t ransfer  and  set t lement  of  accounts  as  the main 

intermediary business ,  and to  direct ly part icipate in  the  creat ion of  deposi t  

money.  Rural  credi t  cooperat ives  are a lso credi t  cooperat ives ,  which are  
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cooperat ive f inancia l  inst i tut ions with mutual -help as  the main purpose,  and 

are composed of  individual  fund -rais ing.  The credi t  coopera t ives  carry out  

deposi t  and loan business  among thei r  members  for  mutual  and self -help.  

The establ ishment  of  credi t  cooperat ives  is  di rect ly related to  the 

development  of  the natural  economy and the smal l  commodity economy.  As 

capi tal  needs of  agr icul tural  producers  and smal l  commodity producers  are  

seasonal ,  scat tered,  smal l  amount  and smal l -scale,  i t  i s  di ff icul t  for  smal l  

producers  and farmers  to  get  the  bank loans.  But  object ively speaking,  the  

development  of  product ion and circula t ion must  solve the problem of capi tal  

shortage,  so this  mutual  and self -help credi t  organizat ion is  formed by 

paying s tock funds and deposi ts .  5 8   

As banking f inancia l  inst i tut ions,  rural  credi t  cooperat ives  have their  own 

characteris t ics ,  mainly as  fol low s: Firs t ly,  they are es tabl i shed by farmers  

and other  individuals  in  the countryside with mutual -help as  their  main 

purpose.  Their  business  is  managed by designated  personnel  of  the members  

on the basis  of  democrat ic  elect ions,  and responsible to  the  membe rs .  The 

congress  of  members  is  i t s  supreme authori ty,  and the counci l  i s  the  

execut ive body responsible for  the management  of  specif ic  affai rs .  Secondly,  

their  main sources  of  funds are the shares  paid by the members  of  the 

cooperat ives ,  the reserved accum ulat ion fund and the absorbed deposi ts;  The 

loan is  mainly used  to  meet  the funding needs of  their  members .  At  f i rs t ,  

                             
5 8  L a n  H o n g ,  M u  Z h e n g s h e .  A  P a n o r a m i c  R e v i e w ,  E v a l u a t i o n  a n d  T h i n k i n g  o f  t h e  R e f o r m  o f  R u r a l  C r e d i t  

C o o p e r a t i v e s  i n  C h i n a  [ J ]  . S h a n g h a i  F i n a n c e ,  2 0 1 2  ( 1 1 ) :  1 7 - 2 9  +  1 1 6 .  
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they mainly issued short - term product ion loans and consumer loans.  Then,  

with the economic development ,  they have gradual ly broadened the lending 

channels ,  which is  not different  from commercial  bank loans.  Thirdly,  s ince  

the business  is  conducted with members  of  cooperat ives ,  the business 

procedures  are s imple and f lex ible.  The main tasks  of  rural  credi t  

cooperat ives  are:  in  accordance with  the provis ions of  nat ional  laws and 

f inancial  pol icies ,  to  organize and  regulate  rural  funds,  to  support  

agricul tural  product ion and comprehens ive rural  development ,  to  support  

various forms of  cooperat ive economy and member family economies,  and  

to  res t r ict  and combat  usury.   

In 1984,  the State  Counci l  Document  No.  105 t ransmit ted Report  of  

Agricul tural  Bank o f  China on Reforming the Management  System of  Rural  

Credi t  Cooperat ives .  It  proposed that  the rural  credi t  cooperat ives  should be 

establ ished as cooperat ive f inancial  organizat ions,  and their  cooperat ive  

nature should be restored,  that  is ,  to  res tore their  mass  organizat ion,  

democrat ic  management  and f lex ible operat ion.  During this  period,  the rural  

credi t  cooperat ives  system reform was gradual ly deep ened,  and various  

business  was developed rapidly.  Since  1996,  when the State Counci l  decided 

to  decouple the rural  credi t  cooperat ives  from the Agricul tural  Bank of  

China,  the  rural  credi t  cooperat ives  have begun to operate through 

cooperat ion.  In  August  1 996,  the State Counci l  i ssued the  Decision of  the  

State Counci l  on the Reform of  Rural Financial System ,  s t ress ing that  the 

focus of  the reform is  to  reform the management  system of rural  credi t  
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cooperat ives  and  t ransform them into real  cooperat ive f inanci al  

organizat ions.  After  the reform, the governance model  of  rural  credi t  

cooperat ives  has  undergone fundamental  changes,  the  long -standing problem 

of insider  control  has  been  effect ively solved,  and the organizat ions 

themselves  have formed an endogenous dr iving force to  further  promote the 

reform of inst i tut ional  mechanisms.  

3.3 Dividend Release Phase in Joint -stock Reform (2003-

2013)  

3.3.1 Joint -s tock reform and l ist ing of  China 's  four major  banks  

After  2003,  with the  further  market -oriented reform, China entered another  

period of  rapid economic growth,  with GDP growth in  double digi ts  in  most  

years ,  relaxed market  environment ,  suff icient  l iquidi ty and high M2 growth  

rate.  After  the f inancial  cr is is  broke out  in  2008,  China launched a 4 t r i l l ion  

RMB economic s t imulus plan,  by which commercial  banks were not  

negat ively affected,  but seized the opportunity.  The favorable domest ic 

macroeconomic condi tions provided a good external  environment  for  the 

rapid development  of  commercial  banks,  real izing the rapid expansion of  

assets  and profi ts .  During this  stage,  China 's  banking industry achieved 

rapid development .  Its  capi tal  qual i ty,  non -performing loan rat io ,  l iquidi ty 

rat io ,  profi tabi l i ty and other  indica tors  cont inued to improve,  and gradual ly 

narrowed the gap  with the world 's  f i rs t -class  banks,  or  even  caught  up with  

the advanced internat ional  banks.  These good performances were the resul t  
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of the dividend release.   

Table  3 -5  Capi ta l  U t i l iza t ion  of  the  Fo ur  Major  Banks  in  2003 -20 05  (Uni t :  B i l l ion  

RMB)  

I tem  2003  2004  2005  Growth  Rate  

Net  Fore ign  Asse ts  3773 .29  5534 .89  7559 .59  100 .34%  

Domest ic  Cred i ts  20628.36  22526.18  24836.71  20 .40%  

Cla ims  on  

Government  (Net)  
1317 .85  1549 .57  1519 .73  15 .32%  

Cla ims  on  Non-

f inanc ia l  Sec tor  
17270.02  19298.34  20950.29  21 .31%  

Cla ims  on  Other  

Sec tors  
2040 .49  1678 .28  2366 .69  15 .99%  

Currency and  

Quas i -money  
22122.28  25410.70  29875.57  35 .05%  

Currency  8411 .86  9596 .97  10727.88  27 .53%  

Cash  in  Circu la t ion  1974 .60  2146 .83  2403 .17  21 .70%  

Curren t  Depos i t s  6437 .26  7450 .14  8324 .71  29 .32%  

Quasi -money  13710.43  15813.72  19147.69  39 .66%  

Fixed  Depos i t s  2094 .04  2538 .22  3310 .00  58 .07%  

Savings  Depos i t s  10361.77  11955 .54  14105.10  36 .13%  

Other  Depos i t s  1254 .62  1319 .97  1732 .59  38 .10%  

Depos i t s  in  Fore ign  

Currency  
1188 .43  1212 .98  1235 .86  3 .99%  

Bond  1165 .40  1520 .35  2037 .88  74 .87%  

Centra l  Bank  

Bonds  
0 .00  0 .00  0 .00  0 .00%  

Paid -up  Capi ta l  1094 .91  1196 .94  1425 .21  30 .17%  

Others  (ne t )  (1169 .36)  (1279 .89)  (2178 .22)  185 .27%  

Sources :  Almanac  o f  China ' s  F inance and Banking  2003-2005  

The s tate promoted a new round of  reform of commercial  banks by 

combining s tock adjustment  with incremental  reform. On the  one hand,  the 

Nat ional  Financial  Work Conference of  the CPC Central  Commit tee held in  
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2002 clearly made the reform of s tate -owned banks the top priori ty of  the 

nat ional  f inancial  reform. According to  the modern commercial  bank system,  

the state-owned banks should be reformed into joint -s tock commercial  banks,  

the property r ight  s t ructure should be opt imized,  the pol icy burden should 

be l ightened,  the s tate credi t  should be promoted,  and the s tate -owned banks 

should be establ ished into joint -s tock commercial  banks in  general  sense.  At  

the same t ime,  i t  i s  clearly put  forward that  the mature joint -stock  

commercial  banks should be l is ted.  

General ly,  i t  can be divided into three s teps:  Firs t ly,  use the nat ional  

resources  to  reduce the burden of  banks;  the f inancial  res t ructuring of  s tate -

owned banks through wri te -off ,  capi tal  inject ion,  debt issuance and other  

means can complete ly get  r id  of  the his torical  burdens.  At  the end of  2003,  

when the Bank of  China (BOC) and the China Construct ion Bank (CCB) were 

rest ructured  into joint -s tock companies  with a total  capi tal  inject ion of  $45 

bi l l ion,  RMB 140 bi l l ion of  loans  of  the BOC and RMB 56.9  bi l l ion of  loans  

of  the CCB were wri t ten off .  Subsequent ly,  in  2004,  BOC's  RMB 149.8  

bi l l ion and CCB's  RMB 128.9 bi l l ion doubtful  loans were s t r ipped to  Cinda 

Asset  Management  at  50% of the price.  In  Apri l  2005,  the sh areholding 

system reform of ICBC was launched,  and Central  Hui j in  Investment  Ltd.  

injected US $15 bi l l ion to  i t .  In  May,  ICBC str ipped the equivalent  of  RMB 

246 bi l l ion of  non -performing loans of  the loss  category to  Huarong Asset  

Management .  In  June of  th e same year,  ICBC divided another  RMB 459 

bi l l ion of  doubtful  loans into 35 asset  packages by region and sold them to 
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four asset  management  companies .   

The four s tate -owned banks successively completed the shareholding system 

transformation,  and  then l is te d in  publ ic,  becoming publ ic ly -owned banks 

subject  to social  supervis ion; Secondly,  in  the l ight  of  the relevant  

provis ions of  Art icles  54 and 55 of Chapter  V of  the Commercial  Bank Law  

(Revised 2003),  commercial  banks shal l  es tabl ish and improve their  own  

f inancial  and account ing systems in accordance with the law and the unif ied 

account ing system of the State and the relevant  regulat ions of  the banking 

supervis ion inst i tution of  the State Counci l .  A commercial  bank shal l ,  in  

accordance with the relevant  p rovis ions of  the State,  t ruthful ly record and  

comprehensively ref lect  i t s  business  act ivi t ies and f inancial  s i tuat ion,  

prepare an annual  f inancial  account ing report ,  and promptly submit  i t  to  the 

banking supervis ion inst i tut ion of  the S tate Counci l ,  the Pe ople 's  Bank of  

China and the f inancial  department  of  the  State Counci l .  These relevant  laws 

and regulat ions improved corporate  governance and  management  

capabi l i t ies  from the inst i tut ional  level ;  Thirdly,  the bank introduced foreign  

s t rategic investors  in  l ine with i ts  own situat ion and the scope of  business .  

In  2006,  Goldman Sachs,  Al l ianz  Group and American Express  contr ibuted 

$3.78 bi l l ion (amount  to  RMB 29.5 bi l l ion)  to  acquire  about  10% stake of  

ICBC. Later,  Royal  Bank of  Scot land,  Temasek  Holdings  of  Singapore  

(TMSK),  Uni ted Bank of  Switzerland  and the Asian Development  Bank 

(ADB) invested  $5.175 bi l l ion (amount  to  RMB 40.3 bi l l ion)  in  BOC,  

acquir ing less  than 20% of the shares .  Bank of  America and TMSK paid $2.5 
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bi ll ion and $1.466 bi l l ion respect ively  to purchase 9% and 5.1% of CCB's  

equi ty (about  RMB 30 bi l l ion)  with about  HK $0.94 per  share.  Hong Kong 

and Shanghai  Banking Corporat ion (HSBC) held a 19.9% equity in  BCM by 

contr ibut ing RMB 14.461 bil l ion to  purchase 9.115 bi l l ion shares .  

Table 3-6  Introduction of Foreign Investment by the China Commercial Banks, 2003-2009 

Item/year 

2003 2004 2005 2006 2007 2008 2009 2009 

Balance 

Accumulated 

Data of the 

Current Year 

Accumulated 

Data of the 

Current Year 

Accumulated 

Data of the 

Current Year 

Accumulated 

Data of the 

Current Year 

Accumulated 

Data of the 

Current Year 

Accumulated 

Data of the 

Current Year 

Balance 

Numbers 

of Chinese 

Banks 

Introducing 

Overseas 

Investment 

5 6 7 6 5 6 0 31* 

Amount of 

Introduced 

Investment 0.26 2.35 11.69 5.22 1.76 11.52 0.21 32.99 

(unit: USD 

Billion) 

Funding 

Amount 

from 

Overseas 

(unit: USD 

Billion) 

- - 11.39 29.9 4.22 0 3.93 49.43 

Total(unit: 

USD 

Billion) 

0.26 2.35 23.08 35.12 5.98 11.52 4.14 82.42 

Sources: The CBRC's 2009 annual report, * means that the figures differ from the sum in the table, because 

some banks introduced multiple strategic investors at different times. 

 

Meanwhile,  the s tate -owned commercia l  banks also introduced advan ced  

technology and management  experience from abroad by "at t ract ing foreign  

investment" in  the process  of  reform of shareholding system. Taking HSBC's  

part icipat ion in  BCM as an example,  HSBC became a  s t rategic partner  of  
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BCM, and was direc t ly involved in  the operat ion and management  of  BCM. 

On the one hand,  the nominat ion of  two directors  of  HSBC was confirmed 

by the  shareholders '  meet ing and they would part icipate in  the operat ion and  

management  of  BCM through the Board of  Directors .  On the other  hand,  

HSBC had the r ight  to send a senior  execut ive to  the senior  management  of  

BCM. The s t rategic cooperat ion between BCM and HSBC would be carr ied 

out in  mult iple business  areas .  Under the Credi t  Card Cooperat ion 

Agreement ,  BCM and HSBC would work together  to  es tabl ish an independent  

business uni t  to  engage in  credi t  card business .  In  terms of  technical  support  

and cooperat ion,  according to  the  Technical  Support  and Assis tance  

Agreement ,  HSBC would provide regular  technical  support  and services  to  

BCM every year,  including r isk management ,  corporate governance and  

internal  management ,  f inancial  management ,  asset  l iabi l i ty management  and 

human resource management .  BCM can send a smal l  amount of  key members  

to HSBC every year  to  s tudy management .  The infusion of  foreign capi tal  

broke the s ingleness  of  the property r ight  s t ructure of  s tate -owned banks,  

improved the management  mechanism and st rengthened the corporate  

governance abi l i ty.  5 9  

This new round of  reform, with the reform of property r ights as  i ts  core,  the  

reform of shareholding system as  i ts  symbol  and the establ ishment  of  modern  

commercial  bank system as  i ts  goal ,  bas ical ly real ized i ts  or iginal  intent ion.  

                             
5 9  X i a  J i m i n g .  R e s e a r c h  o n  I n t e r n a t i o n a l  E q u i t y  C o o p e r a t i o n  o f  C h i n e s e  B a n k i n g  I n d u s t r y  [ D ]  . I n s t i t u t e  o f  

F i s c a l  S c i e n c e ,  M i n i s t r y  o f  F i n a n c e ,  2 0 1 1 .  
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By introducing market  compet i t ion and updat ing the ownership st ructure of  

s tate-owned banks,  the Chinese government  enabled commercial  banks to  

have r igorous and eff icient  internal  management  processes .  The f inance of  

s tate-owned banks was rest ructured through wri te -off ,  capi tal  inject ion, debt  

issuance,  the introduct ion of  foreign  capi tal ,  which invigorated their  

operat ing capaci ty.  During this  period ,  the asset  qual i ty of  s tate -owned 

commercial  banks  has  increased,  the  banks '  p rofi tabi l i ty improved,  and  their  

non-performing loan rat io  decreased.  At  the same t ime,  the s tate -owned 

banks were quickly recognized by the internat ional  community.  By the end 

of  2013,  the total  assets  of  the four s tate -owned banks had their  total  assets  

reach RMB81.39 t r i l l ion,  four t imes the total  asset s  of  2003;  On the other  

hand,  the market -oriented commercial  banking system would be establ ished 

by further  enriching the market  players  and improving the compet it iveness  

of  the banking indus try.   

Figure  3 -1   Asse t  S ize  o f  the  Four  Major  Banks  in  2005 -2013  

 

Sources :  Almanac  o f  China ' s  F inance and Banking  2005-2013  
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3.3.2"Upgrading and Transformation" of  Joint -Stock Banks  

Since 2003,  smal l  and medium -sized banks have entered the golden  

development  period,  the nat ional  joint -stock commercial  banks have 

expanded again,  and HengFeng Bank,  China Zheshang Bank and China Bohai  

Bank have ei ther  been rest ructured or  newly establ ish ed.  The market  shares  

and the number of  insti tut ions are booming,  and  their  asset  shares  in  banking 

f inancial  inst i tut ions are also increasing.   

Fig ure  3 -2   P ro p or t io n  o f  To ta l  As se t s  o f  J o in t -S to c k  Co mmerc ia l  B ank s  o n  To ta l  

Asse t s  o f  B anki n g  F i na nc ia l  I ns t i t u t io ns  (%)  

 

Sources :  China  Banking  Regula tory Commiss ion ,  P rospec t  Database  Arrangement  

The nat ional  joint -s tock banks adhere  to  the combinat ion of  internal  and 

ex ternal  opening up. By introducing foreign s t rategic  investors  and 

inst i tutional  investors ,  they have publ icly l is ted at  home and abroad,  which  

has  perfected the nat ional  network.   

In the meant ime,  joint -stock commercia l  banks have also s tepped forward 
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supplement  the capi tal ,  but  also increase the degree  of  equi ty dispers ion,  

which make them wel l -known at  home and abroad.  Shenzhen Development  

Bank Co. ,  Ltd.  (s tock abbreviat ion:  SDB A,  s tock code:  000001) was the 

f i rs t  commercial  bank in China to  issue i ts  shares  and go publ ic.  Afterwards,  

the joint -s tock commercial  banks such  as  Shanghai  Pudong Development  

Bank (SPD BANK),  China Minsheng Bank Corp. ,  Ltd.  (CMBC) and China  

Merchants  Bank  (CMB) were  l is ted successively,  which made the inflow of 

funds possible.  After  l is t ing,  the scale of  joint -s tock commercial  banks  

expanded rapidly.  Taking CMB as an  example,  in  2013,  the CMB had 113 

branches and 934 out lets in 110 ci t ies ,  whi le in  2003 th e number of  out lets  

was only 373.   

At the same t ime,  joint -s tock commercial  banks pay at tent ion to  

technological  innovat ion and introduct ion, constant ly launching new 

financial  products  and opt imizing income st ructure.  The market  value is  

widely recognized .   

Table  3 -7   Lis t ing  P rocess  o f  Jo in t -S tock  Commerc ia l  Banks  f rom 1991  to  2013  

Da te   Bank  Transac t ion  P lace   

Apr i l  3 ,  1991   

Shenzhen  Developmen t  

Bank  

( the cur ren t  P ing An 

Bank)  

Shenzhen  S tock  Exchange  (A -

shares)   

Sep tember  23 ,  

1999   
SPD Bank   

Shanghai  S tock  Exchange  (A -

shares)   

December  19 ,  

2000   
CMBC  

Shanghai  S tock  Exchange  (A -

shares)   

Apr i l  9 ,  2002   CMB  Shanghai  S tock  Exchange  (A -
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shares)   

Ju ly 21 ,  2003  Hua  Xia  Bank   
Shanghai  S tock  Exchange  (A -

shares)   

Sep tember  22 ,  

2006   
CMB  

Hong Kong S tock  Exchange  (H -

Shares)   

Apr i l  19 ,  2007  China  CIT IC Bank  
Shanghai  S tock  Exchange  (A -

shares)   

November  26 ,  

2009   
CMBC  

Hong Kong S tock  Exchange  (H -

Shares)   

Augus t  19 ,  2010  China  Everbr igh t  Bank   
Shanghai  S tock  Exchange  (A -

shares)   

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/ .  

 

In  December  2002,  SPD Bank and Cit iBank s igned  the Strategic Cooperat ion 

Agreement ,  and the two s ides  agreed to  carry out  s t rategic  cooperat ion in  

corporate governance,  audi t  compliance,  r isk management ,  res t ructuring,  

business  development  and other  aspects .  SPD Bank hopes to  int roduce 

s t rategic investors  and exchange technology,  manage ment ,  market  and  

products  from the world famous banks with a smal l  amount  of  equi ty (4.62% 

of Cit iBank 's  equi ty part icipat ion),  to  make the bank bigger and s t ronger  

quickly,  which wil l  be invincible in  the f ierce compet i t ion market  and 

develop into a bet te r  internat ional  commercial  bank in the next  decade.  In  

comprehensive management  and internat ional  development ,  CITIC Bank wil l  

take advantage of  the unique CITIC Financial  Integrated Management  

Plat form and the "t r ini ty" s t rategic system formed with BBVA B ank of  Spain 

and CITIC Internat ional  Financial  Holding Company,  so as  to foster  

comprehensive and  internat ional  management  characteri s t ics .  In  2006,  

CITIC Bank t ransfer red 5% of i ts  equi ty to  Spain 's  BBVA Bank for  EUR500 

http://cndata.csmar.com/
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mill ion,  successful ly at t ract ing in ternat ional  st rategic inves tors .  After  that ,  

BBVA Bank increased i ts  holdings and  now holds  15% of CITIC Bank,  

becoming the second largest  shareholder  of  CITIC Bank.  In addi t ion,  BBVA 

Bank and CITIC Bank cooperated in  r i sk management ,  f inancial  services ,  

cash management ,  fund custody,  auto f inance,  private banking,  capi tal  and 

other  business  areas .   

Almost  al l  joint -s tock banks have set  their  s t rategic goal  of  becoming bet ter  

internat ional  banks and developed an internat ional izat ion s t rategy.  However,  

in  view of the ex is t ing internat ional  environment ,  the CMB is  clearly in  the  

forefront ,  mainly in  the acquis i t ion of  Wing Lung Bank of  Hong Kong,  the 

establ ishment  of  a  Hong Kong branch,  a  New York branch and a  

representat ive off ice  in  London,  and the establ ish ment of  branches in  almost  

al l  internat ional  f inancial  centers .  But  the proport ion of  i ts  foreign assets  is  

s t i l l  very low,  so i t  cannot  be cal led an internat ional  commercial  bank yet .  

The internat ional iza t ion s t rategy of  other  joint -s tock banks is  in  progress .  

In  the long run,  internat ional izat ion s t rategy is  helpful  to  develop the bank's  

internat ional  business  and enhance i ts  brand influence.  

3.3.3 Promote Financial  Innovat ion and Allow Foreign  Banks to  Enter  the  

Chinese Market  

In 2006,  the State Counci l  i ssued Regulat ions on the Administrat ion of  

Foreign Banks ,  which abol ished the geographical  res t r ict ions on foreign 

banks '  RMB business ,  al lowed foreign banks to  provide RMB services  to  al l  
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their  cl ients ,  removed non -prudent ia l  res t r ict ions on foreign bank s '  

operat ions in  China,  and abol ished the supervis ion of  foreign banks '  RMB 

business ,  marking the advent  of  the era of  opening up of  China 's  banking 

industry.  Foreign  banks act ively enter  the Chinese market  by expanding their  

own inst i tut ions and invest ing  in  Chinese banks.  The Chinese government  is  

also act ively fulf i l l ing i ts  WTO commitments ,  gradual ly l iberal izing the  

foreign exchange business  of  foreign banks,  and broadening the scope of  

foreign banks '  cl ients  and regions engaged in RMB business .   

With the improvement  of  the f inancial  market ,  the products  in  the f inancial  

t ransact ion market  and the opening up of  the banking industry,  the f inancial  

innovat ion of  commercial  banks embraces  broader space and more complete  

means.  Financial  innovat ion has  beco me an important  development path for  

commercial  banks to  meet  the basic needs of  the market ,  enhance their  core  

compet i t iveness  and reduce operat ional  r isk.  The products  and services  

provided by commercial  banks have been rapidly enr iched,  and the 

convenience  of  customers  to  enjoy banking services  has  been great l y 

improved.  A s ingle  banking service mode is  being replaced by an open,  

f lex ible and divers i f ied service mode.  In the new century,  f inancial  

innovat ion has  shown some new characteris t ics  that  are s i gnif icant ly 

different  from the t radi t ional  f inancial  innovat ion.  Financial  innovat ion 

act ivi t ies  have not  only been based on  the improvement  and invent ion of  

technology,  but  also  become the key for  commercial  banks to  adapt  to  the 

new environment  and maint ain their  survival  and development  through their  
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own transformation and evolut ion.  

3.3.4 Establ ish the Banking Regulatory Commission and the Financial  

Supervis ion System of "One Bank and Three Commissions"  

In October 1992,  the founding of  Securi t ies  Commis sion of  the State Counci l  

and China Securi t ies  Regulatory Commission (CSRC) was proclaimed,  

marking the ini t iat ion of  the unif ied regulat ion mechanism for  China 's  

securi t ies  market .  Securi t ies  Commission of  the State Counci l  i s  the 

competent  authori ty for  central ized and macro adminis t rat ion on the 

securi t ies  market  designated by the s tate.  CSRC is  the regulatory and  

execut ion insti tut ion of the Securi t ies  Commission of  the State Counci l  and 

regulates  and  supervises  China ’s  securi t ies  market  in  accordance w ith laws  

and regulat ions.  6 0  On November 18,  1998,  the China Insurance Regulatory 

Commission (CIRC) was establ ished,  which is  a  publ ic inst i tut ion direct ly 

under the State Counci l .  CIRC performs the adminis t rat ion funct ion 

according to  the authorizat ion of  the State Counci l  and makes central ized  

supervis ion and regulat ion on China 's  insurance market  in  accordance with 

laws and regulat ions to  maintain the legal  and s table  operat ion of  the  

insurance industry.  The establ ishment  of  the CIRC is  primari ly to  achie ve 

the separat ion of  f inancial  macro -contro l  and micro -supervis ion.  This  is  an  

inevi table requirement  for  the increasingly complicated,  special ized and 

technical  f inancial  industry and f inancial  markets  of  supervis ion and 

                             
6 0  Y u  L i a n g .  R e s e a r c h  o n  C h i n a ' s  B a n k i n g  S u p e r v i s i o n  I s s u e s  a n d  C o u n t e r m e a s u r e s  [ D ] .  J i l i n  U n i v e r s i t y ,  

2 0 1 4 .  
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regulat ion.  Five years  later,  in  2 003,  the China Banking Regulatory 

Commission (CBRC) was establ ished as  an inst i tut ion direct ly under the 

State Counci l  at  the  minister ial  level  in  accordance with the inst i tut ional  

reform plan of  the State Counci l  approved at  the Firs t  Session of  the Tenth  

Nat ional  People 's  Congress  and the Circular  of  the State Counci l  on the 

Establ ishment  of  Inst i tut ions  (GF (2003)  No.  8) .  Its  off icial  performance of  

duties  commenced on Apri l  28,  2003.  The CBRC shal l  be  assigned to the 

supervisory respons ibil i t ies  of  the People 's  Bank of  China (PB OC) for  

banking f inancial  insti tut ions and the relevant  responsibi l i t ies of  the former  

Financial  Work Commit tee of  the CPC Central  Committee.  The former Bank 

Supervis ion Divis ion I,  I I ,  Non -bank Financial  Inst i tut ion Supervis ion 

Division,  Cooperat ion Divis ion and Bank Management  Divis ion of  the PB OC 

have been reintegrated.  The new  departments  of  the in tegrated China 

Banking Regulatory Commission are:  The Supervis ion Department  I i s  

responsible for  s tate -owned commercial  banks,  the Supervis ion Department  

II i s  responsible for  joint -s tock commercial  banks,  and  the Supervis ion  

Department  III is  responsible for  foreign capi tal  and pol icy banks,  whi le the 

supervis ion department  of  non -bank f inancial  inst i tut ions and the 

supervis ion department  of  cooperat ive f inancial  inst i tutions are responsible  

for  f inancial  inst i tut ions such as  t rust  c ompanies ,  leasing companies  and 

asset  management  companies .  The main responsibi l i t ies  of  the CBRC at  the 

beginning of  i ts  es tabl ishment  include:  (1)  To formulate  ru les ,  regulat ions 

and methods for  the supervis ion of  banking f inancial  inst i tut ions,  draft  

relevant  laws and adminis t rat ive regulat ions,  and put forward proposals  for  
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their  formulat ion and revis ion.  (2)  To examine and approve the  

establ ishment ,  al terat ion,  terminat ion and business  scope of  banking 

f inancial  inst i tut ions and their  branches.  (3)  To implement  on-si te  or  off -

s i te  supervis ion of  the banking f inancial  insti tut ions,  invest igate  and punish  

the violat ions of  laws and regulat ions according to  law. (4)  To approve the  

qual i f icat ions of  senior  managers  of  banking f inancial  inst i tut ions.  (5)  To 

be responsible for  the unif ied compilat ion of  data and s tatements  of  nat ional  

banking f inancial  insti tut ions,  copy them to PB OC and release them in 

accordance with the relevant  provis ions of  the State.  (6)  To put  forward  

opinions and suggestions on emergen cy r isk disposal  of  deposi t -related 

f inancial  inst i tut ions in  conjunct ion with the Minis t ry of  Finance and PB OC 

(7)  To take  the responsibi l i ty of  rout ine management  on the board of  

supervisors  of  major  s tate -owned banking f inancial  inst i tutions.  (8)  To 

undertake other  tasks  assigned by the State Counci l .  The establ ishment of  

CBRC marks the formal  es tabl ishment  of  the f inancial  s t ructure of  "One 

Bank and Three Commissions" (People 's  Bank of  China,  China Securi t ies  

Regulatory Commission,  China Insurance  Regul atory Commission and China 

Banking Regulatory Commission),  which plays a  very important  role in  

enhancing the compet i t iveness  of  the  three markets  of  banking,  securi t ies  

and insurance and  prevent ing f inancial  r isks  on a larger  sca le.  At  the same 

t ime,  China 's  banking industry refers  to  the Basel  Accord  to  improve the  

management  system,  making the regulatory system in l ine with internat ional  

s tandards.  Since i ts  es tabl ishment ,  the CBRC has formulated a series  of  

banking supervis ion reform measures  that  serve  China 's  nat ional  condi t ions:  
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Firs t ,  to  gradual ly improve the banking supervis ion system laws and  

regulat ions,  and formulate a set  of  prudent ial  supervis ion rules  and systems 

for  the capi tal  supervis ion,  r isk management  and internal  control ;  Second,  

to  clar i fy the overal l  goal  of  banking supervis ion,  emphasize the  

maintenance of  f inancial  s tabi l i ty and f inancial  order,  and  encourage the 

innovat ion of  banking business  to  improve the overal l  compet i t iveness  of  

the banking industry.  Third,  to  improve the means  and methods of  banking 

supervis ion, adhere to the supervis ion phi losophy and methods of  off -s i te  

supervis ion as  the  core and on -si te  supervis ion as  the supplement ,  

comprehensively use the new generat ion of  informat ion technology means  

to real ize the t rans formation from general  adminis t rat ive management  to 

mult iple-means coordinated supervis ion.  

3.3.5 The Emerging of  Rural  Commercia l  Banks  

By the end of  June 2003, there were 34,909 legal  ent i t ies in nat ional  rural  

credi t  cooperat ives ,  including 32,397 rural  credi t  cooperat ives ,  2 ,441 

county-level  cooperat ive associat ions,  65 municipal  ( local)  cooperat ive  

associat ions and 6 provincial - level  cooperat ive associat ions,  wi th 628,000 

employees.  The balance of  various deposi ts was RMB2.233 t r i l l ion,  

account ing for  11.5% of the  total  balance of  deposi ts  in  f inancial  inst i tut ions.  

The balance of  various loans reached RMB1618.1 bi l l ion,  account ing for  

10.8% of the total  loan balance in  f inancial  insti tut ions.  By the end of  

November,  the nat ional  rural  credi t  cooperat iv es  had a surp lus  of  RMB148 

mil l ion.  17 provinces  had surpluses ,  tota l ing RMB3.55 bi l l ion.  In  2003,  the  
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reform plan of  rural  credi t  cooperat ives  was released,  and the CBRC 

formulated the Provis ional  Regulat ions on the Adminis trat ion of  Rural  

Commercial  Banks .  Art icle 2  of  the  Regulat ions s t ipulates  that  rural  

commercial  banks are joint -s tock local  f inancial  inst i tut ions ini t iated and 

establ ished by farmers ,  rural  industr ial  and commercial  households ,  business  

ent i t ies  and other  economic organizat ions within the jurisdict ions.  By the  

end of  2014,  the proport ion of  qual i f ied shares  in  rural  credi t  cooperat ives  

had dropped below 30%, with 303 rura l  commercial  banks  and 210 rural  

cooperat ive  banks establ ished.  The total  assets  of  rural  banking inst i tut ions 

accounted for  41.4% of the nat ional  rura l  cooperat ive  f inancial  insti tut ions.  

In  addi t ion,  1 ,424 rural  credi t  cooperat ives  have met  or  basical ly met  the  

requirements  for  the establ ishment  of  rural  commercial  banks.  The 

cooperat ive f inancial  inst i tutions of  the C BRC said that ,  China wil l  

completely abol ish the qual i f icat ion shares ,  encourage qual i f ied rural  credi t  

cooperat ives  to  be reorganized into rura l  commercial  banks,  no longer form 

new rural  cooperat ive banks,  and al l  rural  cooperat ive  banks wil l  be 

rest ructured into rural  commercial  banks .   

The banking reform of rural  credi t  cooperat ives  is  a  major  event  in  the 

reform of China 's  f inancial  system. Since the pi lot  reform of rural  credi t  

cooperat ives  in  J iangsu Province  in  July 2000,  the t rend  of  the banking of  

rural  credi t  cooperat ives  has  gradual ly become clear  and accelerated.  By the  

end of  June 2015,  728 rural  commercial  banks had been establ ished in  China. 

At  present ,  the banking reform of rural  credi t  cooperat ives  is  s t i l l  in  
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progress ,  but  the inst i tut iona l  dividend has  been presented.  The insti tut ional  

dividend brought  by the banking reform is  manifested in  many aspects .  

(1)  Important  changes have taken place in  rural  credi t  cooperat ives .  

The equi ty s t ructure is  optimized,  and the  corporate governance is  clearly 

s tandardized.  In  the process  of  banking reform, rural  credi t  cooperat ives  

regulated the dispos i t ion of  the original  s tock funds,  re - raised the share 

capi tal ,  ini t iated the establ ish ment  of  rural  commercial  banks,  have 

thoroughly clar i f ied  the property r ights relat ionship and real ized the 

t ransformation from the cooperat ive system (or  the  joint -s tock 

cooperat ive  system) to  the joint -s tock system, showing the  t rend of  "three  

modernizat ions".  Firs t ,  shareholders  are  divers i f ied.  As different  

investment  ent i t ies  part icipate in  decis ion -making and supervis ion,  rural  

commercial  banks could hear  the different  opinions from different  levels ,  

understand the development  of  different  industr ies ,  and receive different  

suggest ions,  so as  to  make the management  decis ion more scient i f ic ,  the 

system operat ion more s tandardized,  and the corporate governance more  

effect ive.  Second,  equity is  opt imized.  By set t ing promoter ’s  

qual i f icat ion condi t ions,  rai s ing the s tar t ing point  for  s ingle -family 

investors  to buy shares ,  and mobil izing smal l  and medium -sized  

enterprises  to  buy shares ,  the number  and proport ion of  legal  person 

shares  of  rural  commercial  banks  have increased  substant ia l ly,  and the  

problems of  "more members ,  less  s ingle -family s tock funds and dispersed  

shares" have been effect ively resolved,  which weakened insider  control  
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to  a  certain extent .  Take Anhui  Province for  example,  at  the  end of  2014,  

al l  83 rural  credi t  cooperat ives  were  total ly res t ructured into rural  

commercial  banks,  and the s tock capi tal  s i tuat ion of  rural  commercial  

banks was also s ignif icant ly improved (see Table 3-8) .  Third,  governance 

is  s tandardized.  After  the establ ishment  of  rural  commercia l  banks,  the 

voting r ights  were determined according to  the shares ,  which changed the  

decis ion-making rule of  "one person,  one vote",  increased the voice and 

voting r ights  of  the major  shareholders ,  especial ly the s t rategic investors ,  

and further  s t rengthened the effect ive rest r ict ion of  the property r ights  

on the operat ion and management  behavior.  According to  their  own real i ty,  

many rural  commercial  banks revise their  ar t icles  of  associat ion,  ref ine  

the r ights  and obl igat ions of  "Three Boards and  One Layer" ,  improve the  

operat ing rules  of  "Three Boards and One Layer",  implement  the 

appraisal  system of independent  directors  and external  supervisors ,  carry 

out  the performance appraisal  of  directors  and supervisors ,  es tabl ish the  

mechanism of decis ion -making supervis ion, informat ion disclos ure and  

communicat ion and exchange for  important  mat ters ,  and gradual ly 

s tandardize the modern enterprise system

Table  3 -8   Compar ison  of  S tock Funds  of  Rura l  Commerc ia l  Banks in  Anhui  
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n 

shares   
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of   

Natur
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cap i t

a l   
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p r iva te  

cap i ta l   

Capi ta l  
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on  of  
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n 

share

s  (%)   

perso

n 

share

s   

ses  en te rpr i

ses  

cap i ta l   

2014  345 .2

8  

233 .99  68 .24  111 .2

9  

31 .76  307 .8

0  

89 .15  176 .70  51 .17  

2015  9 .31  0 .96  10 .31  8 .35  89 .69  8 .89  95 .49  0 .96  10 .31  

Data  sources :  China 's  soc ia l  and  economic  da ta  research  p la t fo rm.  

The management  level  has  been improved,  and the  service area has  been 

s ignif icant ly expanded.  In the process  of  banking reform, most rural  credi t  

cooperat ives  took the upgrading act ivi t ies  as  the s tar t ing poin t ,  s t rengthened 

the management ,  improved the op era t ing condi t ions,  implemented the  

Guidance on the Construction of  Risk Management  Mechanism of  Small  and 

Medium-sized Financial  Inst i tut ions in  Rural  Areas  according to  the 

requirements  of  the CBRC, buil t  a  comprehensive r isk management  system,  

and created a r isk management  cul ture .  After  the reform, rural  commercial  

banks adjusted 

the organizat ional s t ructure,  created process  banks,  s t rengthened capi tal  

constraints ,  opt imized business  s t ructure,  and improved performance 

appraisal  in accordance with the Guidance on the Implementat ion of  Process  

Bank by Rural  Commercial  Banks and Rural Cooperat ive Banks  and  Capital  

Management  Measures  for Commercial  Banks  by CBRC. Shif t ing from the  

ex tensive development  model  to  the intensive development  model ,  the r isk  

management  capabi l i ty,  core compet i t iveness  and sustainable development 

capabi l i ty have been further  improved.   With the qual i f icat ion to  expand 
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comprehensive business  and cross -regional  development ,  some of rural  

commercial  banks  also have opened credi t  card bus iness ,  f inancial  

management  business ,  internat ional  business ,  ex ternal  insurance and  

internal  loan, and t r ied asset  securi t izat ion, derivat ives  and mark et  makers .  

Some rural  commercial  banks also issued  secondary capi tal  bonds,  smal l  and 

micro enterprise f inancial  bonds,  and carr ied out  f inancial  leasing,  precious 

metals leasing and commercial  factoring cooperat ion with other  insti tut ions.  

For example,  Tianj in Binhai  Rural  Commercial  Bank Corporat ion and Great  

Wall  Motor Co. ,  Ltd .  jointly es tabl ished  an Auto  Financial  Company.  Some 

rural  commercial  banks also set  up branches across  regions,  init iated the  

establ ishment of  rural  banks,  and t ransformed from l ocal  commercial  banks 

to  regional  commercial  banks.  These changes  make rural  commercial  banks  

expand the scope of business ,  showing a t rend of  comprehensive 

management  and  cross -regional  development ,  therefore,  make the source of  

income gradual ly divers i fy,  and enhance the adaptabi l i ty and  coping 

capaci ty of  interest  rate market izat ion.   

The number of  non-performing assets  has  decreased and the  abi l i ty to  res is t  

r isks  has  great ly improved.  With the improvement  of  management ,  the  

abi l i ty of  credi t  r isk preve nt ion and control  of  rural  credi t  cooperat ives  has  

been enhanced,  and  the qual i ty of  assets  has  been  gradual ly improved.  

According to  the four-category assets  class i f icat ion,  the balance of  non -

performing loans and i ts  proport ion of  the rural  credi t  cooper at ives  were  

RMB318.3 bi l l ion and 5.6% respect ively in  2010,  which  decreased  by 
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RMB196,4 bi l l ion and 24.12% compared with 2003.  According to  the f ive -

category assets  class i f icat ion,  at  the end of  June 2015,  the balance of  non -

performing loans of  the rural  c redi t  cooperat ives  was RMB483.8 bi l l ion,  

account ing for  4 .2  percent  of  the total ,  decreased by 1.3  percent  from 2011.  

In part icular,  the asset  quali ty and ant i -r isk capaci ty of  rural  commercial  

banks are much higher than  the average level  of  the rural  cred i t  cooperat ives  

and comparable to  other  commercial  banks (see Table 3-9) .   

Table  3 -9   Compar ison  Table  o f  Major  Supervis ion  Ind ica tors  be tween Rura l  

Commerc ia l  Banks  and  Other  Commerc ia l  Banks  in  June 2015  

Ins t i tu t iona l  

Indexes :   

Rura l  

Commerc ia l  

Banks  

Large -sca le  

Commerc ia l  

Banks  

Jo in t -s tock  

Commerc ia l  

Banks  

Urban 

Commerc ia l  

Banks  

Fore ign  

Banks  

Ba lance of  

NPL (un i t :  

RMB 

Bi l l ion)  

147 .4  607 .4  211 .8  112 .0  13 .3  

Rat io  o f  

NPL  
2 .20  1 .48  1 .35  1 .37  1 .16  

Return  on  

Asse t  Ra t io  
1 .32  1 .32  1 .11  1 .12  0 .55  

Prov is ion  

Coverage  

Rat io  

209 .38  193 .74  195 .09  219 .53  196 .05  

Capi ta l  

Adequacy 

Rat io   

13 .09  13 .81  11 .34  11 .94  17 .72  

Sources :  China Banking Regula tory Commiss ion ,  Table o f  Main Ind ica tors  o f  

Commerc ia l  Banks  by  Ins t i tu t ions  (Legal  Person)  (2015)   

 

The scale  of  operat ion has  been expanded and the profi tabi l i ty has  been  
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signif icant ly improved.  Since the reform, the scale of  operat ion of  rural  

credi t  cooperat ives  has  been expanded,  and the proport ion in  banking 

inst i tutions has  been increasing (see Tab le 3-10).  By the end of  2014,  the  

assets  and l iabi l i t ies  of  rural  credi t  cooperat ives  had reached RMB21.3155 

t r i l l ion and RMB19.7956 t r i l l ion,  respect ively,  7 .93 t imes and 6.95 t imes of  

those of  2003;  The proport ion in  banking inst i tut ions reached 12.37% 

respect ively,  increased by 2.67% and 2.26 % respect ively compared to  that  

of  2003.  It  can be  seen from Figure 1:  For a long t ime,  the  profi ts  and owner 's  

equi ty of  rural  credi t  cooperat ives  are not  commensurate with their  assets  

and l iabil i t ies ,  which is fa r  lower than that  of  other  banking f inancia l  

inst i tutions.  Through the banking reform, rural  credi t  cooperat ives  have 

gradual ly been  improved,  especial ly from 2010,  the speed  accelerated unt i l  

2014,  af ter- tax  profi ts  and the proport ion of  owner 's  equi ty ar e  

commensurate with i ts  assets ,  l iabi l i t ies .   

Table 3-10  Assets, Liabilities and Profits of Rural Credit Cooperatives 

S/

N  

Item  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

1 

Total 

Assets(unit: 

Billion RMB)  

2689.4 3133.2 3720.6 4419.5 5599.1 7143.7 8639.7 10658.3 12859.9 15512.1 18349.1 21315.5 

Proportion %  9.7 9.92 9.93 10.06 10.54 11.31 10.87 11.18 11.35 11.61 12.12 12.37 

2 

Liabilities 

(unit: Billion 

RMB) 

2849.0 3057.3 3268.0 4215.3 5338.4 6803.0 8208.7 10064.8 12074.2 14515.8 17115.8 19795.6 

Proportion %  10.11 10.08 9.13 10.11 10.66 11.46 10.93 11.25 11.38 11.62 12.12 12.37 

3 

Owner's 

Equity (unit: 

Billion RMB) 

-13.2 75.9 165.3 204.1 260.7 287.3 431.0 593.4 785.7 996.3 1233.3 1519.8 

Proportion%   5.96 9.94 9.11 8.58 7.58 9.7 10.17 10.89 11.49 12.12 12.37 

4 

After-tax 

Profit (unit: 

    29.1 939.59 51.18 69.18 122.53 160.9 196.14 233.83 
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Billion RMB) 

Proportion%      6.51 6.79 7.66 7.69 10.79 10.64 11.24 12.13 

Data sources: China financial yearbook, Genius Finance: http://www.genius.com.cn/geniusData.html. (2003-

2014). 

 

 

 

 

Figure 3-3  Profits, Assets and Liabilities of Rural Credit Cooperatives 

Data  sources :  China f inanc ia l  yearbook,  Genius  Finance :  

h t tp : / /www.genius .com.cn /gen iusData .h tml .  (2003-2014)  .  

 

(2)  Shareholders '  sense of  part icipat ion and returns  have increased  

Shareholders  are investors  and decis ion -makers  of  rural  commercial  

banks,  and the banking reform defini tely has  a great  impact  on them. Firs t ,  

shareholders '  sense of  part icipat ion increased.  Rural  credi t  cooperat ives  

issued a premium share capi tal ,  whi le  the premium was basical ly used to  

digest  and dispose the non -performing loans.  This  pract ice s t rengthens  

the shareholders '  awareness  of  venture  capi tal ,  urges  them to pay more  

at tent ion to  the  operat ion and prospects  of  rural  credi t  cooperat ives ,  and 

to  the protect ion of  r ights  and  interests .  Second,  the  shareholders  behaved 

posit ively.  For example,  they act ively part icipated in meet ings,  

0

2

4

6

8

10

12

14

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Total assets Liabilities

Owners’ equity Post-tax profits

http://www.genius.com.cn/geniusData.html
http://www.genius.com.cn/geniusData.html


136 

 

del iberated on vot ing mat ters ,  expressed t rue ideas ,  put  forward  

suggest ions,  and careful ly exercised r ights  and obl igat ions and so on.  

Some shareholders  purchased  shares  of  o ther  shareholders  to  increase  the  

r ight  to  say or  vote ,  improve control  and influence over the board of  

directors .  Some shareholders  rais ed quest ions against  some major 

decis ion-making issues ,  management  pract ices  and resul ts ,  proposed 

motions of  shareholders  and even mobil ized other  shareholders  to  take  

joint  act ions.  Some major shareholders  s t rengthened communicat ion with 

senior  management  personnel  of  rural  commercial  banks and appointed 

personnel  to  rura l  commercial  banks with execut ive directors  

(supervisors)  on duty,  so as  to  grasp the informat ion of rural  commercial  

banks in a t imely manner and part icipate in  the major  issues  of  decis ion-

making.  All  of  these  are the resul ts  of  shareholders '  act ive part icipat ion 

in  decis ion-making and demanding for  s tandardized management .  Third,  

shareholder  return increased.  With the gradual  improvement  of  economic 

eff iciency,  rural  credi t  cooperat ives  increased share dividends and 

shareholder  return.  For example,  53 rural  commercial  banks have been  

set  up in  Shandong Province.  In  recent  years ,  the average annual  return  

on capi tal  has  reached more than 27%, and the dividend dis t r ibut ion rat io 

is  general ly more than 12%, with the highest  of  20%.  

(3)  Government  management  responsibil i ty has  improved  

Through holding companies ,  many local  governments  have purchased  

some equi ty of  rura l  commercial  banks at  a  premium, which on the one 
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hand s t rengthens the respon sibi l i ty of  underwri t ing the r isks  of  rural  

commercial  banks and creat ing a favorable development  environment  for  

rural  commercial  banks,  and also increased the impetus  for  the reform 

and development  of  rural  commercial  banks.  On the other  hand,  to  share 

rural  commercial  banks as  investors  and exercise the management  in  a  

market -oriented manner,  personnel  were appointed to  the board of  

directors  (or  the board of  supervisors)  to  take up actual  posts ,  part icipate  

in the decis ion-making and exert  influence on major  st rategic issues  of  

rural  commercial  banks,  so as  to  effect ively control  the rura l  commercial  

banks by non-administ rat ive means.  To a certain ex tent ,  the r ights  and 

interests  of  smal l  and medium -sized shareholders  wil l  be protected,  the  

legal  operat ion and  development  in  a  scient i f ic  manner and "system 

reform, unchanged service for  ' rural ,  agricul ture and famers '"  wi l l  be 

promoted to  s t rengthen the support  for  the construct ion of  new social is t  

countryside and ensure the implementat ion of  the nat ional  f inancial  

policy in  place.   

(4)  Customer sat isfact ion has  been promoted   

Firs t ,  divers i f ied f inancial  needs have been met .  After  the reform, rural  

credi t  cooperat ives  have developed toward the comprehensive operat ion,  

expanding the service f ield and business s cope,  and  meet ing the 

divers i f ied needs of  customers  effect ively.  Second,  the development of  

"Internet  plus" has  been promoted.  With the banking reform, the  

increased resources  of  rural  credi t  cooperat ives  and the opt imizat ion of  
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the s taff  s t ructure have accelerated the innovat ion of  "Internet  plus  

Finance".  By issuing bank cards ,  promoting mobile banking,  onl ine 

banking,  telephone banking,  lay out ing ATM and POS, set t ing up  farmers '  

informat ion clerks ,  lay out ing farmers '  sel f -service terminals ,  etc . ,  the 

problems of  "one ki lometer" in  rural  f inancial  services  has  been  

effect ively solved,  bringing great  convenience to  customers .  In  2014,  the 

number of  bank cards  issued by rural  credi t  cooperat ives  reached 686.6  

mil l ion,  account ing for  13.91% of the  banking inst i tut ions.  The number 

and amount of  bank card fund t ransact ions were 1586.7 mil l ion and 

RMB16784 bil l ion,  account ing for  9 .31% and 14.33% of the banking 

inst i tutions respect ively.  There  are 117,000 ATMs,  account ing for  19.02% 

of banking industry inst i tu t ions.  From January to  Apri l  2015,  the self -

service t ransact ions on Nongxintong were 20.1374 mil l ion total ing 

RMB349.6 bi l l ion and the mobile banking t ransact ions were  7.72 mil l ion 

totaling RMB26.9 b i l l ion.  Third,  f inancial  inclusion has  been promoted.  

In  the  process  of  banking,  the majori t y of  rural  credi t  cooperat ives  did 

not evacuate the poor-profi t  out lets  in  remote areas ,  but  increased the 

number of  business  outlets .  At  the end of  2014, there were 78,246 out lets  

of  rural  credi t  cooperat ives ,  2 ,528 more  than in  2009.  At  the same t ime, 

many rural  commercial  banks also set  up branches and vi l lage banks in  

other  places .  On the  one hand,  they f i l led in  the blank of  some township 

f inancial  out lets  and enhanced the  adequacy and divers i ty of  local  

f inancial  services;  On the other  hand,  they enhanced the compet it ion of  

local  f inancial  inst i tut ions and promoted the improvement  of  local  
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f inancial  services ,  thus making the mass  customers  benefi t .  Fourthly,  the 

service abi l i ty has  been improved.  After  the t ransformat ion of  rural  credi t  

cooperat ives  into rural  commercial  banks,  the capi tal  increased,  the 

capi tal  adequacy rat io  increased,  and the s ingle -family loan  l imit  

increased  correspondingly,  thus the abi l i ty to  support  "agricul ture,  rural  

areas  and farmers"  improv ed,  effect ively sat isfying the large credi t  

demand of  high-qual i ty customers .  At  the end of  June 2015,  the 

agricul tural  loans and farmers '  loans of  the rural  credi t  cooperat ives  

reached RMB7.5  t r i l l ion and RMB3.6 t r i l l ion,  an increase  of  RMB3.6 

t r i l l ion and RMB1.6  t r i l l ion from 2010 respect ively.  Fif th ,  the customer  

revenue has  been increased.  After  the  rural  credi t  cooperat ives  were 

rest ructured into rural  commercial  banks,  the business  tends to be 

commercial ized,  and they have autonomy in interest  rate pr icing.  The 

deposi t  interest  rate  is  higher  than the benchmark interest  rate,  and the 

income from financial  product  is  higher than the deposi t  interest  rate.  On 

the one hand,  the customer income is  increased,  on the other  hand,  the 

outf low of rural  funds is  reduced,  and urban capi tal  is  at t racted into rural  

areas ,  increasing the source  of  credi t  funds,  whi le loans have adopted  

negot iated  interest  rates  and  different iated interest  rates ,  reducing the  

cost  of  f inancing of  lenders .  To  sum up,  the banking of  rur al  credi t  

cooperat ives  improved rural  f inancial  services  avai labi l i ty and customer 

sat isfact ion.   

(5)  Prosperi ty of  rural  f inancial  market  is  increasing  
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The f i rs t  is  to  set  up branches across  dist r icts .  For example,  Changshu 

Rural  Commercial  Bank has  28 branc hes (branch off ices)  in  other  places ,  

Zhangj iagang Rural  Commercial  Bank has  9 branches in  J imo,  Qingdao 

and other  places ,  and Tianj in Binhai  Rural  Commercial  Bank has  set  up  

branches  in  Kashi ,  Korla,  Aksu,  Xinj iang and Shaoxing,  Zhej iang.  Second,  

vi l lage banks across  dist r icts  have been establ ished.  At  the end of  2013,  

there were 1,071 rural  banks in  China,  of  which 498 were  ini t iated by 

rural  banking inst i tutions,  account ing for  47  percent .  In  Shandong 

Province,  as  of  June 2015,  there were 109 vi l lage ban ks and 157 out lets ,  

of  which 80 (73.4%) were ini t iated by rural  commercial  banks.  Rural  

banking inst i tut ions set  up branches across  regions,  ini t i ated vi l lage 

banks,  on the one hand,  to achieve the s t rategic concepts  of  national  

"eastern support  for  the western,  urban  support  for  the rural",  and the  

return of  funds to  the rural  areas ,  and weaken the "s iphon" effect  of  rural  

funds.  On the other  hand,  they have increased the rural  f inancial  main 

body and business  network,  enriched the rural  f inancial  sys tem, further  

promoted the compet i t ion of  the rural  f inancial  market ,  increased the 

vi tal i ty of  the rural  f inancial  market ,  and great ly improved the 

avai labi l i ty and sat i sfact ion of  rural  f inancial  services .  For example,  the 

Shanghai  Rural  Commercial  Bank has  in it iated 35 vi l lage banks in  s ix  

provinces  and ci t ies ,  including Shandong,  Hunan,  and Yunnan,  among 

which 7 are located in  national  poverty -s t r icken count ies  and provincial  

poverty-s t r icken counties  in  the central  and western China,  and 8 in old 

revolut ionary base areas ,  areas  inhabi ted by ethnic minori ty groups,  
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border areas  and poverty-s t r icken areas  in  Yunnan where the  economy is  

legged behind and there is  a  blank in  f inancial  services ,  thus became an  

important  channel  for  serving agricul ture,  rural  areas ,  and  farmers .  In  

2014,  35 vi l lage and  township banks set  up by the  bank granted loans of  

RMB12.73 bil l ion, 94.4% of which went to  farmers  and local  smal l  and  

micro enterprises ,  which promoted rural  economic prosperi ty and 

coordinated development  of  urban and rural  area,  especial ly played an 

important  role  in  avoiding the outf low of funds f rom less  developed areas  

and changing the economic si tuat ion in  poor areas .  Third ,  the banks 

part icipated in  rural  f inancial  inst i tut ions.  For example,  being s t rategic  

investors ,  Zhangj iagang Rural  Commercial  Bank invested in Changchun,  

J i l in  Province,  Xiuning,  Anhui  Province and Kunshan,  Xinghua and 

Taix ing,  J iangsu Province,  and Changshu Rural  Commercial  Bank 

invested in s ix  rural  f inancial  inst i tut ions,  including Lianyu ngang 

Oriental  Rural  Commercial  Bank,  Tianj in Rural  Commercia l  Bank,  and 

Wuhan Rural  Commercial  Bank,  bringing advanced management  concepts ,  

management  models  and management  technologies .  They have promoted 

the t ransformation  of  rural  credi t  cooperat ives ,  enhanced their  

compet i t iveness ,  no t  only improving the local  f inancial  development  

pat tern,  but  also changinng the  nat ional  banking development  pat tern.  

For example:  Wuhan Rural  Commercial  Bank has  become the  top of  credi t  

and tax  payment  bank in Wuhan,  ra nking 44 among the top 100 enterprises  

in  Hubei  Province,  and has  been rated as  a  "Good Banking Insti tut ion" in  

Hubei  Province.  Changchun Rural  Commercial  Bank has  become "the  
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advanced f inancial  services  inst i tut ion for  smal l  business  in  nat ional 

banking f inancial  insti tut ions" and "Top ten Rural  Commercial  banks in  

China";  After  f ive years  of  development ,  at  the end of  June 2015,  the 

assets  of  Tianj in Rural  Commercial  Bank doubled to  RMB248 bil l ion,  

wi th net  assets  of  RMB2.3 per  share,  ranking the 356th in  the world 

banking industry and the 39th in  China 's  banking industry.  The three 

typical  examples  above i l lust rate:  The rural  credi t  cooperat ives  have 

achieved the effect  of  "1 +1 > 2" through the priori ty on support ,  equi ty 

integrat ion,  s t rong-st rong combinat ion,  urban integrat ion,  merger  and  

reorganizat ion,  and group development .  This  provides  a useful  

explorat ion for  tackl ing the key problems of  banking and deepening the 

reform in the next  step.   

At present ,  the banking reform of rural  credi t  cooperat ives  has  achieved 

phased resul ts ,  but  al though some rural  credi t  cooperat ives  have been  

changed into rural  commercial  banks,  there are s t i l l  some problems in the  

system, mechanism, operat ion and management ,  and  there  also ex is ts  

factors  res t r ict ing the scient i f ic  development ,  thus,  the reform need to  be 

deepen to release the reform dividends.  With the accession of  the banking 

industry to  the WTO, and the implementat ion of  the expansion of opening 

up,  many rest r ict ions on rural  commercial  banks have been gradual ly 

removed.  At  the same time,  the urban commercial  banks began to 

int roduce s t rategic investors ,  int roduce advanced business  management  

concepts ,  business  methods and good products ,  res t ructur ing or  publ ic  
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l is t ing,  to  improve market  compet i t iveness .  

3.4 Transition and Development Stage under the New 

Normal of Economy (2014 - present)  

3.4.1 Chal lenges for  Commercial  Banks under the New Normal  of  Economy:  

Firs t ,  facing the chal lenge of  changing the t radi t ional  banking management  

philosophy under the high -speed growth model .  At  present ,  new changes  

have taken place in  the economic envi ronment  on which China 's  banking 

industry depends,  a  moderate growth rate of  around 7% wil l  become the new 

normal  of China 's  economy.  In order  to  adapt  to  the long -term medium-speed  

economic growth  environment ,  the  banking industry should make 

corresponding adjustments and changes in  the business  development s t rategy,  

business  development  model ,  customer service mode and business 

management  concept formed under the high -speed economic growth 

environment .   

Second,  they face with the chal lenge of  boosting economic rest ructuring,  

upgrading and enhancing the  abi l i ty of  serving the re al  economy.  Under the  

new normal  of  economy,  the f inancial  industry wil l  give  ful l  play to  i ts  

leading and support ing role in  adjusting the economic  s t ructure and  

upgrading the indus tr ial  level .  Through the effect ive resource al locat ion,  i t  

can ful ly meet  the f inancial  services  requirements  in  l ine  with the new 

normal ,  especial ly to  address  the long -standing problems of  inadequate  

f inancial  services  for  smal l  and micro  enterprises ,  agricul ture,  rural  areas  
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and other  f ields ,  high social  f inancing costs ,  and di ff icul t  access  to  

f inancing.   

Third,  face the pressure of  asset  qual i ty rebound,  especial ly the chal lenges  

of  regional  r isk accumulat ion.  For a  long t ime,  the non -performing loans  in  

China 's  banking industry have mainta ined a good s i tuat ion of  "double -

decl ine" for  a  long t ime.  In 2012,  the  asset  qual i ty of  China 's  banking 

industry reached the highest  level  in  h istory,  and the non -performing loan 

rat io  remained  at  the lowest  level  of  1% in his tory.  Inf luenced by the  

s lowdown of economic growth,  the acceler at ion of  deleveraging and de -

bubbling,  and  the overcapaci ty of  some industr ies ,  the non -performing loan  

rat io  of  China 's  banking industry is  in  a  recovery s tate.  Al though China 's  

banking industry is  ful ly prepared for  th is ,  including a high level  of  capi ta l  

adequacy (about  12%) and provis ioning coverage (about  250%),  the ful l  

exposure of  regional  f inancial  r isks to the banking industry can 't  be excluded.  

It  can be expected that  under the new normal  of  economy,  with the passage 

of  t ime and the pace  of  econom ic rest ructuring accelerated,  the asset  qual i ty 

is  facing greater  pressure of  rebound,  and how to prevent  the  f inancial  r isks  

that  may arise  from this  become a  real  chal lenge in  f ront  of  China 's  banking 

industry.   

Fourthly,  face the chal lenge of  intensifyi ng industry compet it ion under the 

background of  regulatory pol icy adjustment .  In  order  to  meet  the 

requirements  of  the new normal  of  economy,  China 's  monetary pol icy,  

industr ial  pol icy,  credi t  pol icy and regulatory pol icy wil l  be adjusted,  
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especial ly that  the al ternat ive use of  t radi t ional  and innovat ive tools  of  

monetary pol icy wil l  become the new normal  of China 's  monetary pol icy in  

the future.  At  the same t ime,  China 's  f inancial  s t ructure  is  undergoing 

profound changes,  the t rend of  f inancial  dis intermed iat ion is  further  

s t rengthened,  and the formal  int roduct ion of  deposit  insurance system wil l  

great ly change the operat ing environment  of  the banking industry.  Under the  

new normal  of  economy,  not  only the  compet i t ion among the f inancial  

inst i tutions within  the banking industry in  China is intensifying,  but  also 

the compet i t ion among the banking industry,  securi t ies  and futures  industry 

and insurance indust ry for  deposi t  funds and high -qual i ty cus tomers  wil l  be 

intensifying.  

3.4.2 The development  t rend  of  Commercial  Banks under the New Normal  

of  Economy  

The heal thy development  of  commercial  banks is  affected by the macro  

environment  to  some extent .  A sound and s table macroeconomic environment  

could provide a basis for  the heal thy development  of  commercial  banks.  

Current ly,  China’s  f inancing channels are s t i l l  dominated by indirect  

investments of  commercial  banks.  Thus,  the operat ion of  social  economy 

would be affected by the business  operat ions of  commercial  banks and be 

posit ively correlated with the lat ter.  The main funds of  Chinese commercial  

banks are derived from deposits  of  urban  and rural  res idents  and most  profi ts  

of  these banks are personal  consumption loans and housing loans.  According 

to  the s tat is t ics  of  the credi t  receipts  and expenditure for  Chinese f inancial  
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inst i tutions from 2009 to 2018,  th e deposi ts  of  f inancial  inst i tutions  

increased  from 5.98  t r i l l ion RMB to 17.75 t r i l l ion RMB, with the compound 

annual  growth rate  (CAGR) of  nearly 11.5%. The amount  of  loans at  

f inancial  inst i tut ions also witnessed a s table growth and jumped from 3.99 

t r i l l ion RMB in 2009 to 13.63 t r i l l ion  RMB in 2018,  with the CAGR of  

almost 13.05%. As China ’s  nat ional  s t rength is  gradual ly s t rengthened,  the 

income level  of  res idents  is  gradual ly increasing,  indicat ing that  the  

development  of  China ’s  commercial  banks is  about to  witness a good 

opportunity.  In  2018,  China ’s  economic growth reached 6.6%, making i t  rank 

among the top of  world economies.  The per  capi ta  disposable income of  the 

country kept  the same pace with i ts  economic growth.  Its  abi l i ty to  res is t  

r isks has  been gradual ly enhanced.  Also,  the Chinese government ’s  

expansion of  infrast ructure layout ,  intensif icat ion of  construct ion 

investments  and the vigorous development  of  Chinese enterprises  mean 

development  opportunit ies  for  Chinese  commercial  banks.  The Chi nese 

government  wil l  cont inue to  deepen f inancial  system reform and to promote 

the regulat ion mechanism of “interest  ra te market izat ion. ” Next ,  the Chinese  

government  and the  banking administ ra t ion wil l  focus on the development  

of  private banking insti tut i ons,  rural  banks as  wel l  as  smal l -  and medium-

sized rural  commercial  banks,  into which private capi tal  i s  injected,  drive 

the robust  development  of  China ’s  marco economic environment  and 

implement  the inclusive f inance pol icy by invest ing in  smal l -  and medium-

sized enterprises  as  wel l  as  agricul ture,  countryside and farmer related  

industr ies .  In  summary,  as  the Chinese government  adjusts  the industry 
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st ructure and carr ies  out f inancial  system reform, commercial  banks wil l  

benefi t  f rom China’s  s table economic environment  and witness  new 

development  opportunit ies .     

Figure  3 -4   Cred i t  rece ip ts  and  Expendi tu re  o f  Financ ia l  Ins t i tu t ions  f rom 2009  to  

2018  

 

 

 

Figure  3 -5   S ta t i s t ics  o f  d isposab le  income and  per  cap i ta  consumpt ion 

expendi tu re  o f  res iden ts  f rom 2013  to  2017  
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Figure  3 -6   Fixed  Asse ts  o f  the  Whole  Soc ie ty  
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The scale expansion of  China ’s  banking sector  has  the fol lowing 

characteris t ics :  f i rs t ,  bank asset  and credi t  expansion is  general ly fas ter  than 

the growth of  GDP for  the  same period,  ref lect ing the sustained capi tal  

demand in Chinese economy during the rapid growth of  banks.  Second,  bank 

asset  expansion has  always been faster  than credi t  expansion,  showing the 

pract ical  needs for  rapid non -credi t  assets  and other  serv ices  in  China ’s  

banking sector.  Thi rd,  when considering the inflat ion of each year  in  the 

previous decade,  wi th some special  year  excluded (2009),  the asset  growth  

of  China’s  banking sector  during such period is 4% higher than the total  of  

the GDP growth and  inflat ion rate on average and the  credi t  growth is  1% 

higher than the total  above accordingly.  I t  i s  obvious that  such a hi gh growth 

rate cannot  be maintained for  long under the macro background of  

decelerated economic growth.  Taking into account  China ’s  economic growth,  

inflat ion,  capi tal  ut i l izat ion eff iciency,  social  f inancing scale and other  

factors ,  i t  would be proper for  the assets  of  China’s  banking sector  to 

maintain a growth rate of  12% to 13% and bank loans to  a growth rate of  

around 10% in the fu ture.  It  can be said how to become st ronger whi le having 

grown larger  has  become the pursui t  of  China ’s  banking industry and scale 

has  never been i ts  ul t imate goal .     

(2)  Revenue sources  tend to  be divers i f ied  

Current ly,  deposi t - loan interest  spreads,  account ing to  60% to 70%, 

dominate in  the revenue st ructure of  China ’s  banking sector  and the rates  of  

return on investments  a re maintained s table,  at  around 20%.  Compared with  
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some leading internat ional  banks,  Chinese banks have a smal ler  share of  

intermediate service  revenues,  wi th a percentage of  15% to 20%, which is  

closely correlated with the asset  st ructure and interest  reg ulat ion pol icies  

adopted in  China’s  banking sector.  The banking sector  should further  adjust  

i ts  development  st ra tegy,  change i ts  development mode,  resolutely abandon 

the development  mode of  depending much on deposi t - loan interest  spreads,  

vigorously explore  business  innovat ions and pursue real  scient i f ic  

development .  

Firs t ,  adjusting the development  st rategy.  Chinese banks should rat ional ly 

al locate assets  from the perspect ive of  corporate s t rategy,  es tabl ish the asset  

and business  s t ructures  that  are sui t able for  their  r isk preferences and 

management  capabi l i t ies ,  vigorously increase the share of  non -credi t  assets  

and make efforts  to  improve the abi l i ty of  the real  economy of f inancial  

service.  While adapt ing to  the new trend of  China ’s  f inancial  s t ructure  

changes in  recent  years  and maintaining the  original  ref ined credi t  market  

operat ion,  the banking sector  should ac t ively get  involved  in  loan market  

service and in  mult i - level  capi tal  markets  construct ion,  exploi t  the s t rengths  

of  commercial  banks in  info rmat ion,  channel  and goodwil l  and real ize the  

t ransformation from credi t  intermediary to  modern f inancial  intermediary.  

Second,  revi tal iz ing assets s tock.  In  view of the pressure over the credi t  

assets  qual i ty of  banks under normal  economic condi t ions,  the  management  

of  commercial  banks  should focus on the  changes of  the t radi t ional  business  

model  of  held-to-maturi ty loan and act ively revi tal ize f inancial  assets  s tock  
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including credi t  loans,  through credi t  asset  t ransfer  and asse t  securi t izat ion.  

Absorbing assets  s tock wil l  become a regular  service of  banks so as  to  

creat ing necessary condit ions for  asset  res t ructuring.  

Third,  vigorously pursuing business  innovat ion. In  accordance with the 

principle of  capi tal  saving,  the banking sector  should make efforts  t o  

develop l ight  capi ta l -based business ,  and s t rengthen business  governance 

and mechanism innovat ion.  Especial ly,  in  order  to  adapt  to  the current  urgent  

demand of  res idents  for  weal th management ,  the sector  should,  according to  

the divis ional system princi ple,  promptly carry out  weal th management  

system reform, further  make the asset  management  business  larger  and  

s t ronger,  making i t  a  new growth point  for  bank profi ts  under economic new 

normal .  The sector  should s tudy and  refer  to  the character ist ics  of  on l ine  

f inance and improve f inancial  service under modern  network condi t ions in  

an innovat ive way.  Sampling survey indicates  that  41.80% of  Chinese smal l -  

and medium-sized enterprises  fel t  hard to  borrow loans from banks; 31.03% 

pret ty hard and 27.79% extrem ely hard.  In  order  to  expand f inancial  service  

areas ,  especial ly in  case of  insuff icient  service for  smal l -  and medium-sized  

enterprises  as  wel l  as  f ields  of  agricul ture,  countryside and farmers ,  the  

sector  should separately formulate credi t  plans,  the bus iness  f low that  is  

suitable for  business  development  as  wel l  as  characteri s t ic  assessment  

incent ive mechanism, etc. ,  and s t rengthen the efforts  to  configure credi t  

resources .  

Fourth,  Promoting normal  comprehensive operat ion.  By referr ing to  
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internat ional  experience and control l ing r isks ,  the banking sector  should  

encourage sat isfac tory banking inst i tut ions to  select  their  market  

orientat ions and business models  according to their  characters ,  st rengthen  

the adminis t rat ion and regulat ion of  consol idated f inan cial  s tatements ,  

act ively and s tably develop f inancial  leas ing,  insurance,  investment  banking,  

pension management  and other  bus inesses ,  and real ize the normal  

comprehensive operat ion of  banks,  thus real iz ing the divers i f icat ion of  

banks’ revenue sources .  

(3)  Profi tabi l i ty tends to  be s table and the remunerat ion sys tem reasonable  

The banking sector  has  witnessed a rap id growth of  profi tabi l i ty and high 

level  of  asset  profi tabi l i ty in  recent  years .  During the f ive years  before 2012 

(except  the year  2009),  th e profi t  growth of  China 's  banking sector  exceeded 

30%. In 2012,  the profi t  growth s l ight ly decreased,  to  20%. In 2013, despi te  

the fact  that  the profi t  growth decreased to  15.7%, the post - tax  profi ts  of  

1 .74 t r i l l ion RMB were s t i l l  created.  The profi tabi l i ty of  the  banking sector  

cannot  be matched by other  sectors  of  nat ional  economy.  In 2013,  there were  

more than 2,500 l is ted companies  at  Shanghai  and Shenzhen Stock  

Exchanges.  The total  net  profi ts  of  these companies  reached 2.26 t r i l l ion 

RMB. Among them,  16 l is ted commercial  banks contr ibuted to  more than 

half  of  the profi ts ,  amount ing to  1.15 t r i l l ion RMB. With the accelerat ion of  

the interest  rate market izat ion, China 's  banking industry wil l  witness  a 

further  t rend of  narrowed interest  rate,  great  press ure of  profi tabi l i ty and  

prominent  t rend of  decelerated profi tab i l i ty.  
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Under the new normal  of  economy,  the profi tabi l i ty of  China 's  banking 

sector  wil l  remain to witness  a sustained growth but obvious decelerat ion of  

growth  and maintain a s table  level .  No w, i t  appears  reasonable for  China 's  

banking sector  to  maintain a profi t  growth of  around 10%. Such growth  

cannot  only guarantee the banking sector  to  gain the momentum of sustained  

development  but  also guide social  resources  to  reasonably f low among 

different  sectors  and improve the overal l  eff iciency of  social  resources  

without  excessively compromising the profi ts  of  real  economy.  

(4)  Risk handl ing tends to  be normal  

Financial  r isks  are a lways  fol lowed by the development  of  banking service .  

Both the r isks  of  a  s ingle f inancial  inst i tut ion and the r isks  of  the whole 

f inancial  system are  the due meanings of  market  economy.  Both managers  

and regulators  of  banks must  regard  the  prevent ion and  cont rol  of  f inancial  

r isks  as  priori t ies .  The operat ion fai lures  of  Chinese f inancial  inst i tutions 

are not  commonly seen;  anyhow, severa l  r isk events  that  have caused major  

impacts  have occurred,  such as  bankruptcy of  Hainan Development  Bank in  

1995 and reorganiz ing of  Guangdong Internat ional  Trust  & Investment  

Corporat ion .  These events  caused impacts  to  the f inancial  order  and s tabi l i ty 

then.  At  that  t ime,  due to  the lack of  support  such as  legal  aspect ,  the r isk 

handl ing and market  ex i t  of  some f inancial  inst i tutions have not  completely 

ended.   

In order  to  adapt  to  the new normal  of economic growth,  i t  i s  also urgent  to  
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establ ish a normal  f inancial  r isk handl ing mechanism. An effect ive f inancial  

r isk handling mechanism shal l  be f i rs t ly bui l t  in  commercial  banks.  As the 

f i rs t  person respons ible fo r  f inancial  r i sk handl ing,  the commercial  bank 

should make efforts  to  improve corporate governance mechanism and 

s t rengthen  internal  control .  The Board of  Directors  and execut ive off icers  

should establ ish r isk monitoring and  dai ly handl ing procedures  insid e the  

commercial  bank.  Also,  there shal l  be suff icient  provis ion of  r isks  and  

perfect  capi tal  supplementat ion channels  and mechanism arrangements .  The 

commercial  bank should also formulate specif ic  feasible service resumption  

plans and ensure i tsel f  operat e business  in  a robust  way at  any t ime.  

Current ly,  Bank of  China,  Industr ial  and Commercial  Bank of  China and 

Agricul tural  Bank of  China,  as  important  f inancial  inst i tut ions in  the world,  

are formulat ing their  service resumption and r isk handl ing plans.  Ot her  

commercial  banks,  especial ly nat ional  joint -s tock banks,  should also 

formulate their  plans.  Also,  in  the inst i tut ional  design of  private banks,  

China proposed  the requirements  for  shareholders  to  bear  r isks  on their  own.  

That  is  also the normal  system arrangement  for  handl ing s ingle f inancial  

r isks .    

The government  should have normal  f inancial  r isk handl ing laws  and 

inst i tutional  arrangements .  It  should mainly formulate the bankruptcy laws  

for  f inancial  inst i tut ions including commercial  banks and ident i fy the legal  

basis ,  operat ing procedures ,  legal  responsibi l i t ies  and other  specif icat ions 

for  ex i t  of  commercial  banks from the market .  Financial  regulat ion  
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authori t ies should establ ish a set  of r isk handl ing procedures ,  plans and 

policy tools  regarding r isks  of  s ingle f inancial  inst i tut ions to  regional  and 

systematic f inancia l  r isks  in  order  to  ensure the f inancial  inst i tut ions 

undergoing business  fai lures  to  ex i t  from the f inancial  market  in  an orderly 

manner.  To this  end ,  i t  i s  necessary to  es tabl ish an d improve the f inancial  

r isk handl ing mechanism within the prudent  macro regulat ion pol icy 

framework,  ident i fy the funct ions and roles  of  the central  bank and other  

f inancial  regulat ion authori t ies  in  f inancial  r isk handl ing,  and st rengthen the  

coordinat ion system arrangements  for  r i sk handl ing.  

The ul t imate goal  of  r isk handl ing is  to  ensure the s tabi l i ty of  the ent i re  

f inancial  system. It  should be emphasized that  the principle  adopted by the  

government  when handling f inancial  r isks  is  not  to  ensure each commercial  

bank operates  wel l .  So, that  cannot  absolutely prevent  any insti tut ion from 

bankruptcy but  ensures  the vi tal i ty and s tabi l i ty of  the  whole f inancial  

system through the market -based  mechanism of  survival  of  the f i t tes t .  For  

such purpose,  one  important  task at  present  is  to speed up f inancial  

infrast ructure bui lding,  accelerate the bui lding of  a  deposi t  insurance system 

that  conforms to the real i ty of  China ’s  banking sector,  essent ial ly protect  

the legal  r ights  and benefi ts  of  deposi tors  and provid e suppor t  and guarantee 

for  the orderly exi t  of  f inancial  inst i tut ions.  

(5)  Financial  regula t ion tends to  be s t r icter  

Under the new economic and f inancial  s i tuat ion, the f inancial  regulat ion 
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concepts ,  s tandards and priori t ies ,  etc .  should be adjusted accor dingly.  The 

adjustments are mainly ref lected in  the fol lowing aspects :  

Firs t ,  st r icter  regula t ion s tandards or  much s t r icter  regulatory requirements .  

Since the internat ional  f inancial  cr is is in 2008,  the internat ional  f inancial  

regulat ion organizat ions hav e formulated a series  of  s tandards and measures  

on enhanced capi tal  regulat ion,  f luidi ty regulat ion,  leverage rate regulat ion,  

corporate governance regulat ion and remunerat ion regulat ion, which has  

played  a vi tal  role in  maintaining the s tabi l i ty of  the ba nking sector.  China ’s  

banking regulat ion authori t ies  are  revis ing and  perfect ing China ’s  bank 

regulat ion rules  and great ly improving the  s tandards for  domest ic bank 

regulat ion according to  the  new trend  and requirements  of  internat ional  

banks regulat ion.  Under the increasingly s t r ict  regulat ion pressure,  the space  

for  regulatory arbi t rage wil l  be further  narrowed;  the vio lat ion costs  of 

f inancial  inst i tut ions will  cont inue to  increase;  and compliant  business  

operat ion and legal  regulat ion wil l  become the ne w normal  in  the 

development  of  the f inancial  sector.  

Second,  focusing on regulatory resources ,  i .e .  placing regulatory focuses  

and resources  on important  banks within the system. Current ly,  China ’s  four  

major  s tate-owned commercial  banks a l l  rank among the  top 10 banks in  

terms of market  value.  Among them, Bank of  China,  Industr ial  and  

Commercial  Bank of  China and Agricul tural  Bank of  China remain important 

f inancial  inst i tut ions in  the global  system. The new regula tory rules  have 

intensif ied the regulat ion  efforts  on important  banks of  the sys tem, made the 
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business  scope l imitat ion on these impor tant  banks more  specif ic ,  increased  

the frequency of  s i te  inspect ions,  intensif ied the efforts  of  punishment  and 

obviously increased the requirements  for  t ransparen cy of  f inancial  act ivi t ies .  

It  s  required to  promote the r isk handl ing mechanism bui lding for  important  

banks in  the system,  deepen the cooperat ion and exchanges on internat ional  

regulat ion,  and intensify the informat ion sharing and regulatory pol icy 

coordinat ion with host  countr ies .      

Third,  making regulat ion access  s imple or  s impli fying the adminis t rat ive 

l icense procedures  in  terms of  bank regulat ion.  For long,  China ’s  banking 

sector  has  been s t r ict ly regulated.  The regulatory authori t ies  have adopted  

s t r ict  control  on new banking inst i tut ions.  Few financial  insti tut ions in  the 

banking sector  have emerged and the banking market  is  relat ively 

insuff icient  in  compet i t ion landscape.  As the products  of  major  inst i tutional  

innovat ion, the emergence of  privat e banks in  2014 once made the market  

see the possibi l i ty for  increased compet i t ion.  However,  private banks remain  

to  s tay in  the pi lot  s tage.  It  i s  hard for  private banks to  sat is fy market  needs 

in terms of  both quant i ty and scale.  It  was proposed at  the t hird Plenar y 

Session of  the 18 t h  CPC Central  Committee that  the market should play a  

decis ive role in  the al locat ion of  resources .  When i t  comes to  f inancial  

regulat ion,  i t  i s  necessary to  reasonably control  the scale and pace of  market  

access  and convey to the market  clear  compet i t ion s ignals .  With prudent  

regulat ion (such as  s t r ict  capi tal  l iquidi ty requirements) ,  the access  cr i ter ia  

for  f inancial  inst i tut ions and market  should be further  relaxed.  The pace for  
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proper control  of  reviewing and approving new  inst i tut ions should be 

moderately control led when the appl icat ions from new inst i tutions are  

accepted.  Relevant  authori t ies  should make the channels  for  the entry of  new 

inst i tutions ( including private and foreign banks,  non -banking inst i tut ions)  

into f inancial  systems smooth, properly increase the number  of  new financial  

inst i tutions and promote the moderate compet it ion of  f inancial  system with  

the entry of  new insti tut ions as  aid.  Also,  these authori t ies  should further  

play the role  of  the government  in  control l ing f inancial  insti tut ions and  

policy banks,  play the role of  industry guidance and demonstrat ion when 

regulat ing f inancial  compet i t ions through the provision of  s tandard business  

management  act ivi t ies  and the provision of  comparat ively low interes t  rate,  

further  exhibi t  market  vi tal i ty,  ful ly exploit  the due funct ions of  al located 

resources  in  the market  and make greater  orderly compet i t ions a new normal  

for  the banking market  pat terns .    

Fourth,  pursuing ident ical  regulat ion service or  increasing the awareness  of  

funct ional  regulat ion.  For  a long t ime,  inst i tutional  regulat ion has  always  

the mainl ine of  China ’s  f inancial  regulat ion and played an important  role in 

faci l i tat ing the development  of  banks and maintaining f inancial  s tabi l i ty.  In  

recent  years ,  the t rend of  homogenous  s t ructure compet i t ion in  China ’s  

f inancial  sector  has  been enhanced.  Object ively,  i t  i s  required that  the 

f inancial  regulat ion  authori t ies  should s t rengthen funct ional  regulat ion 

while fol lowing the  framework of  inst i tut ional  regulat ion,  propose ident ical  

regulat ion s tandards and requirements  for  the ident ical  and homogenous 
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business  conducted  by di fferent  f inancial  inst i tut ions so as  to  avoid 

arbi t rage in  regulat ion and maintain fai r  compet i t ions in the f inancial  sector.  

Since 2013,  the  f inancial  regulat ion authori t ies  have fu lf i l led a lot  of  

effect ive tasks  in  prevent ing China ’s  shadow banking r isks ,  regulat ing inter -

bank business  and weal th management  service,  etc,  which has  made a  great  

success  and set  a good sample for  inte nsif ied funct ional regulat ion.  Under  

the new normal  of  economy,  f inancial  insti tut ions wil l  cont inuously explore 

comprehensive business  operat ion and  obviously s t rengthen the overlapping,  

cross-sector  and cross -market  of  f inancial  business .  The compet i t ion s among 

different  f inancial  pat terns  wil l  be intensif ied.  In  view of the new trends and 

new characters  of  f inance development ,  f inancial  regulat ion authori t ies  are  

required to  take more concerted act ions to  s t rengthen funct ional  regulat ion.   

(6)  Internet  f inance  has  gained  a rapid development  and  commercial  banks  

witnessed a weak growth of  t radi t ional  deposi ts  

Since the adopt ion of  reform and opening up in  China,  China has  witnessed 

a rapid economic growth,  continuously innovated science and technology,  

accelerated  social  progress  and sustained cul tural  prosperi ty.  Fol lowing the  

rapid popularization of  internet  and fast  growth of  big data,  e -commerce has  

also star ted to  grow rapidly,  thus faci l i tat ing the rapid growth of  thi rd -party 

payment  plat form. The rap id development  of  thi rd -party payment  plat form 

is just  the s tar t  of  the vigorous development  of  China ’s  internet  f inance.  

Especial ly,  a f ter  Baifa,  Yu ’e Bao,  Great  Wall  Securi t ies ,  Tenpay,  WeChat  

Pay,  onl ine brokers  and other  products  were launched,  the int ernet  f inance  



160 

 

has taken on a t rend of  vigorous development .  Internet  f inance has  

cont inuously t ransformed f inancial  market  with i ts  unique channels  and 

products  and penetrated into t radi t ional  f inancial  industry.  While providing 

more and more f inancial  ser vices ,  i t  has  also s t rengthened the compet i t ions 

between i tsel f  and commercial  banks.  In  2013,  Alipay ’s  Yu’e Bao money 

fund products  became popular.  While awakening the weal th management  

awareness  of  the public,  the products  also promoted the development  o f 

various onl ine f inance plat forms and enterprises .  Just  s ince  then,  China ’s  

P2P online lending business has  just  s tar ted to expand rapidly.  Under the 

popular  and rapidly developing internet  f inance model ,  China ’s  commercial  

banks are facing larger  and larger  pressure of  deposi t  growth;  internet  

f inance is  occupying an increasingly larger  market  share;  and the market  

share occupied by commercial  banks i s  gradual ly decreas ing.  Due to the  

sharing of  profi ts  by internet  f inance,  commercial  banks may be l ikely to  

great ly cut  their  bus iness  scale.  

According to  the s ta t is t ical  data,  from January to  September,  2017,  the total  

deposi ts  of  the four major  s tate -owned banks,  namely Industr ial  and  

Commercial  Bank of  China,  Agricul tural  Bank of  China,  Bank of  China,  

China Construct ion Bank,  increased by 4.8 t r i l l ion RMB, down by one 

t r i l l ion RMB compared to  the same per iod of  the previous year;  the total  

deposi ts  of  eight  major  l is ted joint -s tock banks had an increase of  only 218.2  

t r i l l ion RMB, down by more than 700 bi l l ion RMB compared to  the same 

period of  the previous year.  And there was a tendency for  the decelerat ion 
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of further  growth.  Behind the s lowed growth of  deposi ts  in  commercial  

banks is  the lowered debt  capaci ty of  commercial  banks.  The fact  has  

constrained the capi tal  and s t rength required by commercial  banks in  order  

to  develop their  business  and caused adverse effect  on their  long -term 

sustainable development .  

(7)  Interest  rate l iberat ion is  basical ly completed and the deposi t - loan 

interest  spreads of  commercial  banks cont inue to  be narrowed  

Commercial  banks are faced  with an  ever -changing interest  rate  market  in  

their  development  process .  Commercial  banks should adjust  their  loan 

interest  rate according to  the actual  deposit  costs so as  to  maintain their  

defici t  wi thin a s table range.  During the  actual  lending process ,  only high -

risk enterprises  are will ing to  pay high loan interest  in general  cases .  Thus,  

the loan interest  rate of  the enterprises  that  operate wel l  i s  lower than that  

of  the enterprises  that  operate poorly.  That  means,  i f  commercial  banks t reat  

al l  cl ients  equal ,  qual i ty cl ients  wil l  gradual ly decrease under unequal  

contracts .  Increasing high -risk enterprises  wil l  cause the gradual  increase in  

the operat ing r isks  of  commercial  banks,  thus seri ously impact ing the 

targeted select ion of  commercial  banks.  Addi tional ly,  due to  the impact  of  

new normal  of  economy,  uni ted credi t  cooperat ives ,  regional  urban 

commercial  banks,  nat ionwide joint -s tock banks and  internat ional ized large -

scale banks,  etc.  ap pear in  the  banking sector.  Under  the current  s i tuat ion 

that  price dominates in  compet i t ions,  commercial  banks will  face f iercer  

peer  compet i t ions.  Of course,  the divers i f ied growth of  pr ivate banks and 
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non-banking f inancial  inst i tut ions also aggravates  th e compet i t ions among 

commercial  banks.      

Interest  rate market  reform is  a  key l ink and important  achievement  of  

China’s  f inancial  sys tem reform.  As early as  2015,  the People ’s  Bank of  

China announced the looseness  of  the f loat ing cei l ing of  deposi t  inter est  

rates ,  which marked  the complet ion of  China ’s  interest  rate l iberat ion.  Such 

l iberat ion wil l  undoubtedly increase the  interest  rate f luctuat ion in  China.  

More important ly,  the one -year  t ime deposit  interest  rate of  China is  about  

200 basis  points  lower  than the one-year  Shibor (Shanghai  Interbank Offered  

Rate) .  The s i tuat ion has  cont inued in China for  years .  Thus,  af ter  interest  

rate l iberat ion,  Chinese commercial  banks will  inevi tably face even higher  

pressure of  increase ,  which will  surely cause the d ecrease in  deposi t - loan  

spreads.  For long,  Chinese commercial  banks can s t i l l  maintain a rapid 

growth in  revenues and profi t  growth in  the context of  low service qual i ty 

and weak business  innovat ion capabi l i ty.  The reason just  l ies  in  the high  

saving rate of  Chinese residents .  Commercial  banks may maintain their  

survival  depending on a large  amount  of  deposi t - loan interes t  spreads.  Thus,  

commercial  banks are cal led by the publ ic to  be able to  “make money b y 

lying down.”  There  is  no doubt  that  excessive rel i ance on deposi t - loan 

interest  spreads wil l  not  cont inue,  which indirect ly shows the insuff icient  

comprehensive management  level  and  r isk control  abi l i ty of  Chinese  

commercial  banks.  The impacts  of  the current  interest  rate  market  to  the 

deposi t - loan interest  spreads of  commercial  banks conform to the 
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development  laws of  market  economy and represent  an  important  reason for  

the further  t ransformation and development  of  commercial  banks.   

(8)  The opening-up  of  capi tal  markets  i s  accelerated and commercial  banks  

face increasing business  compet i t ions  

Opening-up represents  an important  drive and  key support  for  the  

development  of  nat ional  economy.  With the further  accelerat ion of  economic 

global izat ion,  the opening-up of  the Chinese capi tal  markets  in  the futu re 

will  become a necessity.  The inclusion of  some const i tuents  in  China ’s  A-

share market  is  a  typ ical  representat ive.  After  the  convening of  the 19 t h  CPC 

Nat ional  Congress ,  the regulatory author i t ies  clearly s tated that  China would 

relax  the equi ty rat io  o f  s ingle or  severa l  foreign investors  to  51% when they 

make direct  or  indi rect  investments  in  securi t ies ,  fund management  and  

futures  companies .  After  the implementat ion of  these measures  for  three  

years ,  the equi ty ra t io was not  res t r icted.  It  shows that  the opening-up of  

China’s  capi tal  markets  wil l  be further  accelerated.  The opening -up of  

capi tal  markets  wil l  cause impacts  on  the ex is t ing pat terns  of  Chinese 

commercial  banks:  f i rs t ,  the entry of  non -banking f inancial  inst i tutions wil l  

further  increase  the  diff icul ty of  commercial  banks in  increasing deposi ts 

and commercial  banks ’ pressure in  deposit - loan interest  spreads wil l  further  

increase;  second,  the leading management  concepts ,  r isk control  capabi l i ty 

and excel lent  customer service abi l i ty of  inter nat ional  banks  wil l  divert  new 

and exis t ing cl ients  of  commercial  banks,  which is  not  conducive to  the 

feasible development  of  commercial  banks;  thi rd,  internat ional  commercial  
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banks appear more  experienced  in  investment  banking and cross -border  

business ,  which wil l  undoubtedly form an invis ible constraint  on the  

internat ional izat ion of  Chinese commercial  banks.  Commercial  banks ’ 

pressure in  business  compet i t ion wil l  increase.       

Additional ly,  capi ta l  markets  and economic systems develop and become 

perfect  during the rapid economic growth,  which provides  bet ter  

development  condi t ions and prospect  for  the development  of  brick -and-

mortar  enterprises .  With the cont inuous improvement  of  the f inancial  

derivat ives ,  futures ,  s tocks and bond development  systems,  i nvestors  may 

bypass  commercial  banks through various means.  

4. Comparisons between State-owned and Non-State-owned 

Commercial Banks in Performance  

4.1 Relevant Theoretical Definition and Index Description  

 

4.1.1 The Concept  of  Bank Performance  

The bank 's  operat ing performance refers  to  the bank 's  operat ing eff iciency 

and operator 's  performance during a  certain period of  operat ion.  6 1   It  

mainly refers  to  the  comprehensive evaluat ion and analysis  resul ts  of  al l  

input-output  i tems.  It  i s  mainly ref lected in profi tabi l i ty,  asset  operat ion 

level ,  fol low-up development  abi l i ty and other  aspects ,  and is  a  direct  

                             
6 1  G u a n  X i n h o n g .  T h e  m e t h o d  o f  B a n k  P e r f o r m a n c e  E v a l u a t i o n  B a s e d  o n  R i s k  [ J ]  . J o u r n a l  o f  C e n t r a l  

U n i v e r s i t y  o f  F i n a n c e  a n d  E c o n o m i c s ,  2 0 0 4  ( 0 5 ) :  2 6 - 3 0 .  
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manifestat ion of  the bank's  c omprehensive compet i t iveness .  This  ar t icle wil l  

make an overal l  evaluat ion of  the bank's  operat ing performance f rom the 

four aspects  of  the commercial  bank 's  asset  scale,  profi tabi l i ty,  safety and  

capi tal  f low capaci ty.  The asset  scale  evaluat ion includes total  amount  of  

assets  and total  number of  employees.  Profi tabi l i ty is  mainly measured f rom 

the dimensions of  operat ing income,  total  amount  of  costs ,  cost -benefi t  rat io ,  

etc .  Capi tal  f low capaci ty indicators  include:  loan -to-deposit  rat io ,  asset -

l iabil i ty rat io  and other  data.  

4.1.2 Select ion of  Samples  

The s t ructure  of  China 's  banking industry can be  divided into s tate -

control led commercial  banks and non -state-control led commercial  banks in  

terms of  capi tal  nature.  Among them, the  s tate -control led commerc ial  banks 

are the main operators  of  China 's  banking industry.   

In  the third part  of  the performance analysis  and comparison between China 's  

s tate-owned commercial  banks and non -state-owned commercial  banks,  the 

research sample of  this  paper selects  commerc ial  banks with the highest  

capi tal  amount  and  complete data disclosure.  The research  sample includes 

f ive s tate-owned commercial  banks:  Industr ial  and Commercial  Bank of  

China,  Agricul tural  Bank of  China,  Bank of  China,  China Construct ion Bank 

and Bank of  Communicat ions.  There  are al together  7  non -state-owned 

commercial  banks,  including China Merchants  Bank,  Pudong Development  

Bank,  China CITIC Bank,  China Everbright  Bank,  Huaxia Bank,  China  
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Minsheng Bank and Ping An Bank.  

4.1.3 Data Sources  

The data sources  of  this  paper are as  fol lows:  1 .  CSMAR database :  

ht tp: / /cndata.csmar.com/  . It  i s  an economic and f inancial  da tabase developed 

by drawing on  the  professional  s tandards of  internat ional  wel l -known 

databases  such as  CRSP of the Universi ty of  Chicago,  Standard & Poor 's  

Compustat ,  New York Stock Exchange TAQ, I/B/E/S,  Thomson,  and  

combining with the actual  condi t ions of  China.  2 .  China Financial  Yearbook -

the Chinese edi t ion was founded in 1986.  It  i s  an authori tat ive,  p rofessional ,  

cont inuous and scient i f ic  yearbook reference book,  which fai thful ly records  

the course of  the reform and development of  contemporary China 's  f inancial  

industry with r ich content  and detai led data.  3 .  Some data come from the 

relevant  f inancial  data disclosed in  the annual reports  of  sample banks.  4 .  

Genius  Database :h t tp: / /www.genius .com.cn/geniusData.html .  It  i s  a  

database with modern s tandards that  took 20 years  to  forge.  Database  

products  not only have reasonable design specif icat ions and st ructures ,  but  

also contain r ich content ,  complete histor ical  data and excel lent  data qual i ty.  

It  enjoys  high  reputat ion and  good publ ic praise among i ts  customer groups 

and s imilar  industr ies .  5 .  Moody's  Analyt ics  BankFocus :  

f indabank.bvdinfo.com. It  i s  a  global  bank and f inancial  inst i tut ion analysis  

l ibrary.  It  has  unique achievements  in  the f inancial  and banking sectors ,  

combines the core data of  Bureau  van Di  jk  and Moody' s  Investor  Services ,  

and provides  detai led,  s tandardized reports  and professional  rat ios  of  more  

http://cndata.csmar.com/
http://www.genius.com.cn/geniusData.html
file:///C:/Users/alshe/Desktop/findabank.bvdinfo.com
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than 44,000 banks worldwide through  i ts  professional  data col lect ion and  

arrangement  capabi l i t ies .  

4.1.4 Establ ishment  of  Performance Evaluat ion System for  Commercial  

Banks  

4.1.4.1Principles  for  Establ ishing Performance Evaluat ion System of  

Commercial  Banks  

Based on the research purpose,  this  paper makes an overa l l  evaluat ion on 

the performance of  commercial  banks,  which mainly includes :  scale s t rength,  

profi tabi l i ty,  capi tal  securi ty,  and capi ta l  f low capaci ty.  As there are many 

evaluat ion dimensions,  in  ord er  to  obtain object ive,  reasonable and effect ive 

evaluat ion resul ts ,  the fol lowing principles  should be fol lowed in the 

construct ion of  the performance evaluat ion system:  

I .  Scient i f ic  principle .  The evaluat ion system establ ished  should 

object ively ref lect  the performance of  commercial  banks,  and the  

selected indicators  should be s tandardized and reasonable,  wi th accurate 

defini t ions and calculat ion methods to  avoid conceptual  dupl icat ion and  

s tat is t ical  correlat ion between the selected indicators .   

I I .  Principle of  comparabi l i ty.  The construct ion of  this evaluat ion  

system is  to  provide theoret ical  and data support  for  the performance 

analysis  of  s tate -owned commercial  banks and nat ional  joint -s tock 

commercial  banks.  Therefore,  the select ion of indicators  and the  
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rest r ict ion of  scope should be consis tent  to avoid the difference of  

resul ts  caused  by different  t ime ranges,  di fferent  ind icators  and 

calculat ion methods.  The select ion range of  t ime variables  in  this  paper  

is  from 2007 to 2018.   

I II .  The principle of  avai labi l i ty.  Al l  data in  the constructed  

evaluat ion system must  be avai lable to  avoid evaluat ion fa i lure caused  

by data missing.  At  the same t ime,  the data source s  should be  

authori tat ive and authent ic to ensure the authent ici ty and rel iabi l i ty of  

the evaluat ion resul ts .  The research objects  selected in  this  paper are al l  

l is ted joint -s tock commercial  banks,  so the data sources  of  the research  

objects  in  this  paper  are consis tent ,  t rue and rel iable.   

IV.  The principle of  combining quant i t y wi th quali ty.  As the manageme nt  

of  commercial  banks in China tends to  be divers i f ied,  most  of  the  

evaluat ion systems constructed in  this  paper can be evaluated through 

quant i tat ive indicators ,  but  a  smal l  number of  management  indicators  

can only be obtained through qual i tat ive analysi s .  In  es tab l ishing the  

evaluat ion system, the object ive index  is  bet ter  than the  subject ive 

descript ion,  whi le ensuring that  the qual i tat ive index  is  clear,  object ive  

and reasonable.   

V.  Principle of  t imel iness .  As the f inancial  environment  and 

corresponding pol icies  at  di fferent  s tages  wil l  have unpredictable  

impacts  on the development  of  commercial  banks,  the data and indicators  
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of the evaluat ion system in this paper should be t imely,  and the  

i rrelevant  data and inval id old data should be el iminated.  

4.1.4.2Establishment  of  Performance Evaluat ion System for  Commercial  

Banks  

Based on the mature research resul ts  of  domest ic and foreign scholars  on the 

performance evaluat ion system of commercial  banks and the operat ing 

characteris t ics  of  commercial  banks,  this  p aper divides  the performance 

evaluat ion of  China 's  state -owned commercial  banks and nat ional  joint -s tock 

commercial  banks into two f i rs t -class  indexes,  namely,  the current  operat ing 

abi l i ty evaluat ion and the development  abi l i ty evaluat ion.  The current  

operat ing abi l i ty evaluat ion includes f ive f i rs t -class  indexes,  namely,  scale 

s t rength,  profi tabi l i ty,  safety abi l i ty,  capi tal  f low abi l i ty and sustainable  

development  abi l i ty.  See the fol lowing table for  detai ls :  

Table 4-1  The current  operat ing abi l i ty eval uat ion  

Primary indicator  Secondary index  

Strength of  scale  
Total  amount  of  assets  

Number of  employees  

Profi tabi l i ty  

Operat ing income  

Return on Total  Assets  

Return on assets  (ROA)  

Operat ing Costs  

Cost - income rat io  

Safety capabi l i ty  Capi tal  adequacy rat io  
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Non-performing loan rat io  

provis ion coverage  

Capi tal  f low capaci ty  

Loan-to-deposi t  rat io  rate  

Asset - l iabi l i ty rat io  

 

 

4.1.5 Descript ion of  Relevant  Indicators  

As an important  role of  the banking industry,  commercial  banks play an  

important  leverage role in China 's  economic development .  They are the main  

body direct ly part icipat ing in  market  economic act ivi t ies  and have made an  

important  basic  guarantee  for  China 's  economic development .  This  paper  

mainly makes an overal l  evaluat ion from the four dimensions of commercial  

banks '  scale s t rength ,  profi tabi l i ty,  capi tal  securi ty and l iquidi ty heal th .  The 

selected indicators  are as  fol lows:  

(1)  Analysis  of  Scale St rength Index  

Total  amount of  Assets:  refers  to  the total  assets  in  the bank 's  ba lance sheet .  

This  indicator  ref lects  the bank 's  f inancial  s tatus  and solvency.  The larger  

the amount  of  this  indicator,  the larger  the total  assets  and  the larger  the 

scale of  operat ion,  and the market  reputa t ion and  posi t ion are  also posi t ively 

correlated  with the impact  of  this  indicator.   

Number of  employees:  The number of  employees is  the terminal  resource  

for  commercial  banks to  provide services  to  users ,  which proves the market  
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posit ion and market  share.  This  paper wil l  assume that  the bank's  s taff ing  is  

reasonable,  and the number of  bank employees is  posi t ively related to  the  

bank's  s ize.   

(2)  Analysis  of  Profi tab i l i ty Index  

Operating income:  Operat ing income of  commercial  banks refers  to  the sum 

of interest ,  interest  spread subsidy,  handl ing fee and spre ad earned by 

commercial  banks from lending,  set t l ement ,  leasing,  t rust  investment ,  

securi t ies  t rading,  real  es tate development ,  gold and  si lver,  foreign  

exchange,  and secur i t ies  t rading.  Business  income is closely related to  the  

business  act ivi t ies  of  comm ercial  banks.  It  ref lects  the  content  and scale of  

business  act ivit ies  of  commercial  banks.   

Return on Total  Assets :  refers  to the  level  of  return on all  assets  of  

commercial  banks and is  an important  indicator  to  measure the profi tabi l i ty 

of  commercial  banks .  The return on assets  is  posit ively related to  the abi l i ty 

to  ut i l ize assets .  The calculat ion method is :  Return on Total  Assets  =  (net  

profi t+interest  expense+income tax)/average total  assets  *100%  

Return on assets  (ROA):  The rat io  of  a  bank's  net  profi t  to  i ts  average total  

assets  in a certain period of  t ime.  The higher the net  profi t  rate of  assets ,  

the s t ronger the profi tabi l i ty of  the  bank to use al l  i t s  asset s .  The lower the  

net  profi t  rate  of  assets ,  the weaker the bank's  profi tabi l i ty of  using al l  assets .   

Operating Costs:  bank operat ing costs  are al l  expenses  incurred by banks  



172 

 

in  operat ing f inancial  services ,  which are the main components  of  bank costs .   

Cost-income ratio:  refers  to  the rat io  of  operat ing costs  plus  depreciat ion 

to operat ing income, and the cost - income rat io should not  be higher than  

45%.  

(3)  Capital  Securi ty Capabi l i ty Index  

Capital adequacy rat io :  refers  to  the r isk rat io  weighted by the capi tal  of  

commercial  banks,  and is  an importan t  indicator  to  measure the capi tal  

safety of  commercial  banks.  The higher the capi tal  adequacy rat io  of  a  

commercial  bank,  the greater  i ts  abi l i ty to  bear  the r isk of  defaul t  assets  and 

the smal ler  i ts  capi tal  r isk.  The calculat ion method is:  capi tal /weighted  r isk 

assets  

Non-performing loan ratio:  refers  to  the proport ion of  non -performing 

loans of  f inancial  insti tut ions in  the total  loan balance.  Non -performing 

loans refer  to  the f ive categories  of  normal ,  concerned,  secondary,  doubtful  

and loss  according to the r isk basis when evaluat ing the qual i ty of  bank 

loans,  of  which the lat ter  three categories  are col lect ively cal led non -

performing loans.  The high rate of  non -performing loans indicates  that  the  

proport ion of  loans that  may not  be recovered in  the total  loans is  larger.  

The low rate of  non -performing loans indicates  that  the proport ion of  loans 

that  f inancial  inst i tut ions cannot  recover in  total  loans is  smalle r.  The 

calculat ion method is :  non -performing loan rat io  = (sub -prime 

loan+doubtful  loan+loss  loan)/ loans ×100%  
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Provision coverage rate:  that  is  the rat io of  loan loss  reserve to  non -

performing loans,  is  a  reserve used  to  offset  the possible s tagnant  bad de bts  

of  commercial  banks,  and can measure whether  the reserve is suff icient  and  

can effect ively deal  with the r isks  of  operat ion and management .  Loan loss  

reserve is  the reserve made to  cover losses  when there is  object ive evidence 

that  the loan is  l ikely t o  be impaired.  The higher the  index ,  the s t ronger  the 

abi l i ty to  res is t  r isks .  This  index  cannot  be lower than  100%, otherwise there  

will  be a  reserve gap and insufficient  provision.  The calcula t ion method is :  

provis ion coverage = (general  reserve+special  reserve+special  

reserve)/ (sub-prime loan+doubtful  loan+loss  loan) ×100%  

(4)  Capital  Flow Capaci ty Index  

Loan-to-deposit  rat io rate:  The rat io  of  total  bank loans  to  total  deposi ts ,  

which can  be  used to  measure  the l iqu idity of  bank funds  from side.  The 

calculat ion method is :  total  bank loan/ total  deposi t  ×100%  

Asset- l iabi l i ty  ratio:  i s  the rat io  of  total  l iabi l i t ies  to  total  assets ,  which 

can measure the abi l i ty of  commercial  banks to use the funds provided by 

credi tors  to  car ry out  business  act ivi t ies ,  as  wel l  as  an index reflect ing the  

degree  of  securi ty of  credi tors  in  issuing loans.  The larger  the index  is ,  the 

higher  the r isk of  credi tors  suffering losses .  General ly speaking,  the  asset -

l iabil i ty rat io  of  40%~60% is  considered to  be  the appropriate level .  Th e 

calculat ion method is:  asset - l iabi l i ty rat io  = total  l iabi l i t ies / total  assets  

×100%  
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4.2 Performance Comparison between Large State -owned 

Commercial Banks and Private Commercial Banks in China  

4.2.1 Ownership Structure of  Commercial  Banks Affects  Operat ing 

Performance  

Equity is  the shareholder 's  investment  share in  commercial  banks.  The s ize 

of  the equi ty rat io  direct ly affects  the r ight  of  shareholders  to  speak and  

control  the company,  and is  also t he basis  for  the dividend rat io  of  

shareholders .  If  the  ownership s t ructure is  the foundat ion of  the corporate  

governance s t ructure,  the corporate governance s t ructure  is  the concrete  

operat ing and management  embodiment  of  the ownership s t ructure.  Differen t  

ownership s t ructures  determine the organizat ional  s t ructure of  the enterprise,  

thus determining the  performance of  the corporate governance s t ructure and  

ul t imately affect ing the behavior  and performance of  the enterprise.  6 2  

There are essent ial  di fferences between s tate -owned commercial  banks and 

private commercial  banks in ownership.  According to  the difference between 

the investment  subject  and the property r ight  management  subject ,  i t  can be 

divided into s tate -owned shares ,  legal  person shares  and t radable shares .  6 3  

Among them, the s tate -owned shares  are divided into s tate shares  and s tate -

owned legal  person shares .  State shares  refer  to  shares  that  are formed or  

                             
6 2  S h i  R u i q i n g .  T h e  I m p a c t  o f  C o r p o r a t e  C o n t r o l  M a r k e t  M e c h a n i s m  o n  t h e  I n t e r n a l  G o v e r n a n c e  o f  C h i n e s e  

C o m m e r c i a l  B a n k s  [ D ]  . G r a d u a t e  S c h o o l  o f  t h e  C h i n e s e  A c a d e m y  o f  S o c i a l  S c i e n c e s ,  2 0 1 2 .  

6 3  F a n g  L i .  R e s e a r c h  o n  t h e  c o r r e l a t i o n  b e t w e e n  t h e  e q u i t y  s t r u c t u r e  a n d  c o r p o r a t e  p e r f o r m a n c e  o f  l i s t e d  

c o m p a n i e s  [ D ] .  B e i j i n g  U n i v e r s i t y  o f  P o s t s  a n d  T e l e c o m m u n i c a t i o n s ,  2 0 1 3 .  
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acquired through legal  procedures  by insti tut ions or  departments  that  have 

the r ight  to  invest  on behalf  of  the s tate.  The s tate -owned legal  person shares  

refer  to the shares  that  state -owned enterprises ,  insti tut ions and other  uni ts 

wi th legal  person s tatus have formed or acquired according to  legal  

procedures  by contr ibuting their  leg al  person assets  to  a joint -s tock company 

independent  of  themselves .  Legal  person shares  are divided into domestic 

non-state-owned legal  person shares  and overseas  legal  person shares ,  which  

are dis t inguished  from state -owned legal  person shares .  Domestic non-state -

owned legal  person shares  represent  the  shares  formed by non -state-owned 

enterprises  and inst i tutions with legal  person s tatus  invest ing in the company.  

Overseas  legal  person shares  represent  the shares  formed by overseas  legal  

persons part icipat ing in  domest ic joint -s tock companies .  Tradeble shares  are  

the shares  that  can be ci rculated in  the s tock market .  

4.2.1.1 Ownership concentrat ion  

Ownership concentrat ion is  a  quant i tat ive index  to measure  the dis t r ibut ion 

of  ownership.  General ly,  i t  can be  d ivided into several  types:  highly 

concentrated ownership concentrat ion,  highly dispersed ownership  

concentrat ion,  rela t ively concentrated ownership concentrat ion and 

relat ively dispersed ownership concentrat ion.  There i s  an absolute 

control l ing shareholder  in  the  highly concentrated  type,  and  the control l ing 

shareholder  holds  more than 50% of the shares .  In  addi t ion,  most  of  the 

remaining shares  are shared by only a few shareholders ,  and the number of  

shareholders  is  l imited.  On the contrary,  there is  no absolute control l ing 
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shareholder  in  the highly dispersed  type of  shares .  The control l ing 

proport ion of  the f i rs t  largest  shareholder  shal l  not  exceed  20%. In addi t ion, 

the remaining shares  shal l  be shared by a certain number of  shareholders ,  

and the contro l l ing proport ion of  each shareholder  shal l  not  exceed 10%. In  

this  case,  the role p layed  by each shareholder  is  not  s ignif icant .  The types  

of  relat ively concentrated equi ty and rela t ively dispersed equi ty are between 

the above two types ,  and there may be s everal  major  shareholders ,  but  the 

shareholding rat io  of  the f i rs t  major  shareholder  is  required to  be control led 

between 20% and 50%.  

As can be seen from the fol lowing table,  the s tate -owned commercial  banks  

have a  high  concentrat ion of  shares ,  al l  of  wh ich are s tate -owned shares ,  in  

sharp contrast  to  pr ivate banks.  The largest  shareholders  of  Industr ial  and 

Commercial  Bank,  China Construct ion Bank,  Agricul tural  Bank of China and 

China Construct ion Bank are al l  Central  Hui jin  Investment  Ltd. ,  which holds 

a large equi ty.   

Central  Hui j in  Investment  Ltd. 6 4  (hereinafter  refer red to  as  "Central  Hui j in  

Company") is  a  solely s tate -owned company funded by the s tate in  

accordance with the Company Law of  the People 's Republ ic of  China .  Central  

Hui jin  Company was establ ished in  Bei j ing in  December 2003 with a 

regis tered capi tal  of  45 bi l l ion US dol lars .  The aim is  to  exercise the r ights  

and obl igat ions of  investors  of  s tate -owned commercial  banks and other  key 

                             
6 4

So u r c e :  o f f i c i a l  we b s i t e  o f  C e n t r a l  H u i j i n  In v e s t m e n t  L t d . h t t p : / / w w w. H u i j i n - i n v. c n / Hu i j in -

in v / Ab o u t_ U s / i n d e x . s h t m l  

http://www.huijin-inv.cn/huijin-inv/About_Us/index.shtml
http://www.huijin-inv.cn/huijin-inv/About_Us/index.shtml
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f inancial  enterprises  on behalf  of  the  s ta te in  accordance with the law.  The 

State Counci l  shal l  exercise  the important  shareholder  dut ies  of  the Central  

Hui jin  Company.  Members  of  the board of  directors  and the board of  

supervisors  of  the Central  Hui j in  Company shal l  be appointed by the State  

Counci l  and shal l  be responsible to  the  State Counci l .  In  December 2003,  

the Central  Hui j in  Company injected 22.5 bil l ion US dol lars  into the Bank 

of  China and China  Construct ion Bank respect ively,  and pushed Bank of  

China and China Construct ion Bank to carry  out  joint -s tock system reform, 

introduce s t rategic investors  and improve corporate governance.  In  Apri l  

2005,  the Central  Hui jin  Company injected 15 bi l l ion US dollars  into the 

Industr ial  and Commercial  Bank of  China,  and promoted the Bank to carry 

out  shareholding system reform, introduce s t rategic investors  and improve 

corporate governance.  In  November 2007,  the Central  Hui jin  Company 

injected RMB 20 bi l l ion equivalent  US dollars  into China Everbright  Bank 

and promoted the reform of China Everbright  Bank  and China Everbright  

Group.  In October 2008,  the Central  Hui jin  Company in jected RMB130 

bi l l ion equivalent  US dol lars  into the Agricul tural  Bank of  China,  and  

promoted the Agricul tural  Bank of  China to carry out  shareholding system 

reform, introduce s t rat egic investors  and improve corporate governance.  

During the s tat is t ical  period of  sample data,  i .  e .  2007 -2018,  the top three  

shareholders  of  s tate -owned commercia l  banks have no substant ial  changes  

and their  holding shares  have no obvious changes.  In  the change of  the top  

three shareholders  of  non -state-owned commercial  banks,  except  Ping An 

Bank,  the top three  shareholders  have no obvious change.  Ping An Bank,  
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formerly known as  Shenzhen Commercial  Bank,  is  the f i rs t  joint -s tock 

commercial  bank in  China an d the f i rs t  l i s ted commercial  bank in China.  

Since 2006,  Ping An Insurance Group has  gradual ly held shares  in  

Shenzhen 's  commercial  banks through pr ivate placement  and acquis i t ion. By 

the end of  2006,  Ping An Insurance Group had held a total  of  4 .917 bi l l i on 

shares  in  Shenzhen 's  commercial  banks,  account ing for  89.36% of the total  

share capi tal  of  Shenzhen 's  Commercial  Banks.  
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Table 4-2  Top 3 Shareholders and Their Shares of Sample Banks from 2007 to 2018 (In %) 

    2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

    Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

Shareholders 

Shar

es 

State 

- 

owne

d 
Industrial and 

Commercial 

Bank of 

China 

  

  

Ministry of 

Finance 

35.3 Huijin Company 35. 4 Huijin Company 35. 4 Central Huijin 35. 4 Central Huijin 35. 4 Central Huijin 

35.4

6 

Huijin 

Company 

35.3

3 

Central Huijin 

35.1

2 

Central Huijin 

34.7

1 

Central Huijin 

34.7

1 

Central Huijin 

34.7

1 

Central Huijin 

34.7

1 

  

Huijin 

Company 

35.3 Ministry of Finance 35.3 Ministry of Finance 35.3 

The Ministry of 

Finance of the People’s 

Republic of China 

35.3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

35.3

3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

35.2

7 

Ministry of 

Finance 

35.0

9 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

34.8

8 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

34.6 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

34.6 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

34.6 

Ministry of 

Finance 

34.6 

  HKSCC 13. 1 HKSCC 13. 2 HKSCC 16.3 HKSCC 24.5 HKSCC 

24.6

4 

HKSCC 24.6 HKSCC 

24.4

8 

HKSCC 

24.5

1 

HKSCC 

24.2

4 

HKSCC 

24.2

7 

HKSCC 

24.2

9 

HKSCC 

24.1

7 

  

China 

Construction 

Bank 

  

  

Central Huijin 

59.1

2 

Huijin Company 

48.2

2 

Huijin Company 

57.0

9 

Central Huijin 

57.0

9 

Central Huijin 

57.1

3 

Central Huijin 

57.2

1 

Central Huijin 

57.2

6 

Central Huijin 

57.2

6 

Central Huijin 

57.3

1 

Central Huijin 

57.1

1 

Central Huijin 

57.1

1 

Central Huijin 

57.1

1 

  

HKSCC 

Nominees 

Limited  

12. 

07 

Bank of America 

19.1

3 

HKSCC Nominees 

Limited  

19.1

2 

HKSCC Nominees 

Limited  

19.7

9 

HKSCC 

Nominees 

Limited  

24. 

88 

HKSCC 

Nominees 

Limited  

28. 

22 

HKSCC 

Nominees 

Limited  

29. 

04 

HKSCC 

Nominees 

Limited  

30.4

6 

HKSCC 

Nominees 

Limited  

30.9

3 

HKSCC 

Nominees 

Limited  

36. 7 

HKSCC 

Nominees 

Limited  

36.7

1 

HKSCC 

Nominees 

Limited  

36. 

79 

  

China 

Construction 

Investment 

8. 85 HKSCC Nominees Limited  

12.5

3 

Bank of America 

10.9

5 

Bank of America 

Corporation 

10.2

3 

Temasek 

Holdings 

9. 06 

Temasek 

Holdings 

7. 15 

Temasek 

Holdings 

7. 15 

Temasek 

Holdings 

5. 79 Temasek 5. 77 

China 

Securities 

Finance 

Corporation 

Limited 

1. 03 

China 

Securities 

Finance 

Corporation 

Limited 

1. 07 

China 

Securities 

Finance 

Corporation 

Limited 

0. 88 

  

Bank of 

China 

  

  

Central Huijin 

67.4

9 

Central Huijin 

67.5

2 

Central Huijin 

67.5

3 

Central Huijin 

67.5

5 

Central Huijin 67. 6 Central Huijin 

67.7

2 

Central Huijin 

67.7

2 

Central Huijin 

65.5

2 

Central Huijin 

64.0

2 

Central Huijin 

64.0

2 

Central Huijin 

64.0

2 

Central Huijin 

64.0

2 

  

HKSCC 

Nominees 

Limited  

12.1

5 

HKSCC Nominees Limited  

12.2

4 

HKSCC Nominees 

Limited  

24.6

9 

HKSCC Nominees 

Limited  

28.1

5 

HKSCC 

Nominees 

Limited  

29.1

3 

HKSCC 

Nominees 

Limited  

29.2

5 

HKSCC 

Nominees 

Limited  

29.2

1 

HKSCC 

Nominees 

Limited  

28.2

9 

HKSCC 

Nominees 

Limited  

27.7

9 

HKSCC 

Nominees 

Limited  

27.7

9 

HKSCC 

Nominees 

Limited 

27.8

1 

HKSCC 

Nominees 

Limited  

27.8

2 

  

RBS China 

InvestmentsS. 

à. r. l.  

8. 25 

RBS China Investments S. à. 

r. l.  

8. 25 

National Council for 

Social Security Fund 

3. 3 Li Ka Shing 1. 01 

The Bank of 

Tokyo-

Mitsubishi 

UFJ Ltd.  

0. 19 

The Bank of 

Tokyo-

Mitsubishi 

UFJ Ltd.  

0. 19 

The Bank of 

Tokyo-

Mitsubishi 

UFJ Ltd.  

0. 19 

The Bank of 

Tokyo-

Mitsubishi 

UFJ Ltd.  

0. 18 

China 

Securities 

Finance 

Corporation 

Limited 

2. 53 

China 

Securities 

Finance 

Corporation 

Limited 

2. 58 

China 

Securities 

Finance 

Corporation 

Limited 

2. 74 

China 

Securities 

Finance 

Corporation 

Limited 

2. 92 

              Central Huijin 

40.0

3 

Central Huijin 

40.1

2 

Central Huijin 

40.2

1 

Central Huijin 

40.2

8 

Central Huijin 

40.2

8 

Central Huijin 

40.0

3 

Central Huijin 

40.0

3 

Central Huijin 

40.0

3 

Central Huijin 

40.0

3 
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Agricultural 

Bank of 

China 

  

  

            Ministry of Finance 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

39.2

1 

              

HKSCC Nominees 

Limited 

8. 89 

HKSCC 

Nominees 

Limited 

8. 99 

HKSCC 

Nominees 

Limited 

8. 99 

HKSCC 

Nominees 

Limited 

9. 04 

HKSCC 

Nominees 

Limited  

9. 04 

HKSCC 

Nominees 

Limited  

9. 03 

HKSCC 

Nominees 

Limited  

9. 03 

HKSCC 

Nominees 

Limited  

9. 4 

HKSCC 

Nominees 

Limited  

8. 73 

  

Bank of 

Communicati

ons 

  

  

HKSCC 

Nominees 

Limited  

22.0

2 

Ministry of Finance 

26.4

8 

Ministry of Finance 

26.4

8 

Ministry of Finance 

26.5

2 

Ministry of 

Finance 

26.5

2 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

26.5

3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

26.5

3 

Ministry of 

Finance 

26.5

3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

26.5

3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

26.5

3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

26.5

3 

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

26.5

3 

  

The Ministry 

of Finance of 

the People’s 

Republic of 

China 

20.3

6 

HKSCC Nominees Limited  

21.9

4 

HKSCC Nominees 

Limited  

21.9

1 

HKSCC Nominees 

Limited  

21.9

3 

HKSCC 

Nominees 

Limited  

21.9

2 

HKSCC 

Nominees 

Limited  

20.0

6 

HKSCC 

Nominees 

Limited  

20.0

7 

HKSCC 

Nominees 

Limited  

20.0

9 

HKSCC 

Nominees 

Limited  

20.1

2 

HKSCC 

Nominees 

Limited  

20.1

2 

HKSCC 

Nominees 

Limited  

20.1

4 

HKSCC 

Nominees 

Limited  

20.1

5 

  

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 6 HSBC 18. 6 HSBC 18. 6 HSBC 

18. 

63 

HSBC 

18. 

63 

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 7 

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 7 HSBC 18. 7 

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 7 

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 7 

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 7 

Hong Kong 

and Shanghai 

Banking 

Corporation 

Limited 

18. 7 

Non-

state-

owne

d 

China 

Merchants 

Bank 

  

  

HKSCC 

Nominees 

Limited  

17.8

8 

HKSCC Nominees Limited  

17.7

8 

HKSCC Nominees 

Limited  

17.8

1 

HKSCC Nominees 

Limited  

18 

HKSCC 

Nominees 

Limited  

17.8

6 

HKSCC 

Nominees 

Limited  

17.8

7 

HKSCC 

Nominees 

Limited  

17.9

7 

HKSCC 

Nominees 

Limited  

17.9

7 

HKSCC 

Nominees 

Limited (1) 

18 

HKSCC 

Nominees 

Limited  

18 

HKSCC 

Nominees 

Limited  

18.0

2 

HKSCC 

Nominees 

Limited  

18.0

3 

  

China 

Merchants 

Steam 

Navigation 

Company, Ltd 

12.1

1 

China Merchants Steam 

Navigation Company, Ltd 

12.3

7 

China Merchants Steam 

Navigation Company, 

Ltd 

12.3

7 

China Merchants 

Steam Navigation 

Company, Ltd 

13.0

4 

China 

Merchants 

Steam 

Navigation 

Company, Ltd 

12. 4 

China 

Merchants 

Steam 

Navigation 

Company, Ltd 

12. 4 

China 

Merchants 

Steam 

Navigation 

Company, Ltd 

12.5

4 

China 

Merchants 

Steam 

Navigation 

Company, Ltd 

12.5

4 

China 

Merchants 

Steam 

Navigation 

Company, Ltd 

13.0

4 

China 

Merchants 

Steam 

Navigation 

Company, 

Ltd 

13.0

4 

China 

Merchants 

Steam 

Navigation 

Company, 

Ltd 

13.0

4 

China 

Merchants 

Steam 

Navigation 

Company, 

Ltd 

13.0

4 

  

China Ocean 

Shipping 

(Group) 

Corporation 

6. 44 

China Ocean Shipping 

(Group) Corporation 

6. 44 

China Ocean Shipping 

(Group) Corporation 

5. 94 

Anbang Property & 

Casualty Insurance 

Co., Ltd. -Traditional 

Products 

10.7

2 

China Ocean 

Shipping 

(Group) 

Corporation 

6. 22 

China Ocean 

Shipping 

(Group) 

Corporation 

6. 22 

China Ocean 

Shipping 

(Group) 

Corporation 

6. 24 

Anbang 

Property & 

Casualty 

Insurance Co., 

Ltd. -

Traditional 

Products 

10.7

2 

Anbang 

Property & 

Casualty 

Insurance Co., 

Ltd. -

Traditional 

Products 

10.7

2 

Anbang 

Property & 

Casualty 

Insurance 

Co., Ltd. -

Traditional 

Products 

10.7

2 

Anbang 

Property & 

Casualty 

Insurance 

Co., Ltd. -

Traditional 

Products 

10.7

2 

China Ocean 

Shipping Co. , 

Ltd 

6. 24 
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Ping An Bank 

  

  

NEWBRIDG

E ASIA 

AIVIII, L. P.  

16. 7 

NEWBRIDGE ASIA AIVIII, 

L. P.  

16.7

6 

NEWBRIDGE ASIA 

AIVIII, L. P.  

16.7

6 

Ping An Insurance 

(Group) Company of 

China, Ltd. -Group 

Level-Own Funds 

14.9

6 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

42.1

6 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

42.1

6 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

50. 2 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

50. 2 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

49.5

6 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

49.5

6 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

49.5

6 

Ping An 

Insurance 

(Group) 

Company of 

China, Ltd. -

Group Level-

Own Funds 

49.5

6 

  

China 

Electronics 

Shenzhen 

Company  

2. 99 

Ping An Life Insurance 

Company of China, Ltd.-

Traditional-General 

Insurance Products 

4. 86 

Ping An Life Insurance 

Company of China, 

Ltd.-Traditional-

General Insurance 

Products 

4. 54 

Ping An Life Insurance 

Company of China, 

Ltd.-Own Funds 

10.8

9 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

7. 41 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

7. 41 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

6. 38 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

6. 38 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

6. 11 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

6. 11 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

6. 11 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Own Funds 

6. 11 

  

Financing 

New Blue 

Chip 

Securities 

Investment 

Fund 

1. 93 

China Electronics Shenzhen 

Company  

2. 81 

China Electronics 

Shenzhen Company  

2. 81 

Ping An Life Insurance 

Company of China, 

Ltd.-Traditional-

General Insurance 

Products 

4. 04 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Traditional-

General 

Insurance 

Products 

2. 75 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Traditional-

General 

Insurance 

Products 

2. 75 

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Traditional-

General 

Insurance 

Products 

2. 37 Ge weidong 2. 4 

China 

Securities 

Finance 

Corporation 

Limited 

2. 99 

China 

Securities 

Finance 

Corporation 

Limited 

2. 79 

China 

Securities 

Finance 

Corporation 

Limited 

2. 85 HKSCC  2. 51 

  

China 

Minsheng 

bank 

  

  

New Hope 

Investment 

Co., Ltd 

5. 9 

New Hope Investment Co., 

Ltd 

5. 9 

HKSCC Nominees 

Limited  

15.2

9 

HKSCC Nominees 

Limited  

15.2

7 

HKSCC 

Nominees 

Limited  

15.2

7 

HKSCC 

Nominees 

Limited  

20.2

2 

HKSCC 

Nominees 

Limited  

20.2

4 

HKSCC 

Nominees 

Limited  

20.1

9 

HKSCC 

Nominees 

Limited  

18. 

91 

HKSCC 

Nominees 

Limited  

18.9

1 

HKSCC 

Nominees 

Limited  

18.9

1 

HKSCC 

Nominees 

Limited  

18.9

2 

  

China Life 

Insurance 

Company 

Limited-

Traditional-

General 

Insurance 

Products -

005L-CT001 

Shanghai 

5. 1 

China Life Insurance 

Company Limited-

Traditional-General 

Insurance Products -005L-

CT001 Shanghai 

5. 1 

New Hope Investment 

Co., Ltd 

4. 99 

New Hope Investment 

Co., Ltd 

4. 99 

New Hope 

Investment 

Co., Ltd 

4. 99 

New Hope 

Investment 

Co., Ltd 

4. 7 

New Hope 

Investment 

Co., Ltd 

4. 7 

Anbang Life 

Insurance 

Co. , Ltd. -

Robust 

Portfolio 

4. 97 

Anbang Life 

Insurance 

Co. , Ltd. -

Robust 

Portfolio 

6. 49 

Anbang Life 

Insurance 

Co. , Ltd. -

Robust 

Portfolio 

6. 49 

Anbang Life 

Insurance 

Co. , Ltd. -

Robust 

Portfolio 

6. 49 

Anbang Life 

Insurance 

Co. , Ltd. -

Conservative 

Portfolio 

10. 3 

  

Ping An Life 

Insurance 

Company of 

China, Ltd.-

Traditional-

General 

Insurance 

Products 

4. 93 

Ping An Life Insurance 

Company of China, Ltd.-

Traditional-General 

Insurance Products 

4. 92 

China Life Insurance 

Company Limited-

Traditional-General 

Insurance Products -

005L-CT001 Shanghai 

4. 31 

China Life Insurance 

Company Limited-

Traditional-General 

Insurance Products -

005L-CT001 Shanghai 

4. 31 

China Life 

Insurance 

Company 

Limited-

Traditional-

General 

Insurance 

Products -

005L-CT001 

Shanghai 

4. 31 

China Life 

Insurance 

Company 

Limited-

Traditional-

General 

Insurance 

Products -

005L-CT001 

Shanghai 

4. 06 

China Life 

Insurance 

Company 

Limited-

Traditional-

General 

Insurance 

Products -

005L-CT001 

Shanghai 

4. 06 

Anbang 

Property & 

Casualty 

Insurance Co., 

Ltd. -

Traditional 

Products 

4. 88 

Anbang 

Property & 

Casualty 

Insurance Co., 

Ltd. -

Traditional 

Products 

4. 56 

China 

Oceanwide 

Holding 

Group Co. , 

Ltd.  

4. 61 

China 

Securities 

Finance 

Corporation 

Limited 

4. 75 

Anbang Life 

Insurance 

Co. , Ltd. -

Robust 

Portfolio 

6. 49 
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Shanghai 

Pudong 

Development 

Bank 

  

  

Shanghai 

International 

Group Co. , 

Ltd.  

23. 

573 

Shanghai International 

Group Co. , Ltd.  

23. 

573 

Shanghai International 

Group Co. , Ltd.  

21. 

159 

China Mobile 

Communications 

Group Guangdong 

Co. , Ltd.  

20 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

20 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

20 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

20 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

20 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

20 

Shanghai 

International 

Group Co. , 

Ltd.  

19.5

3 

Shanghai 

International 

Group Co. , 

Ltd.  

21.5

7 

Shanghai 

International 

Group Co. , 

Ltd.  

21.5

7 

  

Shanghai 

International 

Trust Co. , 

Ltd.  

7. 

286 

Shanghai International Trust 

Co. , Ltd.  

7. 

286 

Shanghai International 

Trust Co. , Ltd.  

6. 54 

Shanghai International 

Group Co. , Ltd.  

16. 

927 

Shanghai 

International 

Group Co. , 

Ltd.  

16. 

927 

Shanghai 

International 

Group Co. , 

Ltd.  

16. 

927 

Shanghai 

International 

Group Co. , 

Ltd.  

16. 

927 

Shanghai 

International 

Group Co. , 

Ltd.  

16. 

927 

Shanghai 

International 

Group Co. , 

Ltd.  

16.9

3 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

18.9

8 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

18.1

8 

China Mobile 

Communicati

ons Group 

Guangdong 

Co. , Ltd.  

18.1

8 

  

CITIBANK 

OVERSEAS 

INVESTMEN

T 

CORPORATI

ON 

3. 

779 

CITIBANK 

OVERSEASINVESTMENT 

CORPORATION 

3. 

779 

CITIBANK 

OVERSEASINVEST

MENT 

CORPORATION 

3. 

392 

Shanghai International 

Trust Co. , Ltd.  

5. 

232 

Shanghai 

International 

Trust Co. , 

Ltd.  

5. 

232 

Shanghai 

International 

Trust Co. , 

Ltd.  

5. 

232 

Shanghai 

International 

Trust Co. , 

Ltd.  

5. 

232 

Shanghai 

International 

Trust Co. , 

Ltd.  

5. 

232 

Funde Sino 

Life Insurance 

Co., Ltd. -

Tradition 

10.4

2 

Funde Sino 

Life 

Insurance 

Co., Ltd. -

Tradition 

9. 89 

Funde Sino 

Life 

Insurance 

Co., Ltd. -

Tradition 

9. 47 

Funde Sino 

Life 

Insurance 

Co., Ltd. -

Tradition 

9. 47 

  

CITIC Bank 

  

  

CITIC Group 

62.3

3 

CITIC Group 

62.3

3 

CITIC Group 

61.7

8 

CITIC Group 

61.7

8 

China CITIC 

Group Co. , 

Ltd. (formerly 

China CITIC 

Group 

Corporation) 

61.8

5 

China CITIC 

Group Co. , 

Ltd.  

61.8

5 

China CITIC 

Corporation 

Limited 

66.9

5 

China CITIC 

co. , ltd 

67.1

3 

China CITIC 

co. , ltd 

67.1

3 

China CITIC 

co. , ltd 

65.3

7 

China CITIC 

co. , ltd 

65.3

7 

China CITIC 

co. , ltd 

65.3

7 

  

CITIC 

International 

Financial 

15 HKSCC Nominees Limited  

15.6

6 

HKSCC Nominees 

Limited  

15.6

8 

HKSCC Nominees 

Limited  

15.6

5 

HKSCC 

Nominees 

Limited  

15.7

4 

HKSCC 

Nominees 

Limited  

15.7

5 

HKSCC 

Nominees 

Limited  

15.7

6 

HKSCC 

Nominees 

Limited  

25.8

6 

HKSCC 

Nominees 

Limited  

25.8

9 

HKSCC 

Nominees 

Limited  

24.7

5 

HKSCC 

Nominees 

Limited  

24.7

7 

HKSCC 

Nominees 

Limited  

24.7

8 

  

HKSCC 

Nominees 

Limited  

12.4

1 

Gloryshare Investments 

Limited 

9. 9 

Banco Bilbao Vizcaya 

Argentaria S. A.  

10.0

7 

Banco Bilbao Vizcaya 

Argentaria S. A.  

15 

Banco Bilbao 

Vizcaya 

Argentaria S. 

A.  

15 

Banco Bilbao 

Vizcaya 

Argentaria S. 

A.  

15 

Banco Bilbao 

Vizcaya 

Argentaria S. 

A.  

9. 9 

The National 

Council for 

Social 

Security Fund 

Held Three 

Families 

0. 55 

China 

Securities 

Finance 

Corporation 

Limited 

1. 86 

China 

National 

Tobacco 

Corporation 

4. 39 

China 

National 

Tobacco 

Corporation 

4. 39 

China 

National 

Tobacco 

Corporation 

4. 39 

  

China 

Everbright 

Bank 

  

  

            Central Huijin 

48.3

7 

Central Huijin 

48.3

7 

Central Huijin 

48.3

7 

Central Huijin 

41.6

6 

Central Huijin 

41.2

4 

China 

Everbright 

Group 

23.9

6 

China 

Everbright 

Group 

25.1

5 

China 

Everbright 

Group 

25.4

3 

China 

Everbright 

Group 

25.4

3 

              

China Everbright 

(Group) Corporation 

5. 18 

China 

Everbright 

(Group) 

Corporation 

5. 18 

China 

Everbright 

(Group) 

Corporation 

5. 18 

HKSCC 

Nominees 

Limited  

13.8

7 

HKSCC 

Nominees 

Limited  

14. 7 Central Huijin 

21.9

6 

Central Huijin 

21.9

6 

HKSCC 

Nominees 

Limited  

24.1

4 

HKSCC 

Nominees 

Limited  

24.1

4 

              

China Everbright 

Holdings Limited 

4. 35 

China 

Everbright 

Holdings 

Limited 

4. 35 

China 

Everbright 

Holdings 

Limited 

4. 35 

China 

Everbright 

(Group) 

Corporation 

4. 44 

China 

Everbright 

Group 

4. 41 

HKSCC 

Nominees 

Limited  

14. 7 

HKSCC 

Nominees 

Limited  

14. 7 Central Huijin 

19.5

3 

Central Huijin 

19.5

3 
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Huaxia Bank 

  

  

Shougang 

Corporation 

10.1

9 

Shougang Corporation 

13.9

8 

Shougang Corporation 

13.9

8 

Shougang Corporation 

13.9

8 

Shougang 

Corporation 

20.2

8 

Shougang 

Corporation 

20.2

8 

Shougang 

Corporation 

20.2

8 

Shougang 

Corporation 

20.2

8 

Shougang 

Corporation 

20.2

8 

Shougang 

Corporation 

20.2

8 

Shougang 

Group Co. , 

Ltd.  

20.2

8 

Shougang 

Group Co. , 

Ltd.  

20.2

8 

  

State Grid 

Corporation of 

China 

8. 15 

State Grid Corporation of 

China 

11.9

4 

State Grid Corporation 

of China 

11.9

4 

State Grid Corporation 

of China 

11.9

4 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18.2

4 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18.2

4 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18.2

4 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18.2

4 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18.2

4 

China 

People's 

Property 

Insurance 

Company 

Limited 

19.9

9 

China 

People's 

Property 

Insurance 

Company 

Limited 

19.9

9 

China 

People's 

Property 

Insurance 

Company 

Limited 

19.9

9 

  

Hongta 

Tobacco 

(Group) Co. , 

Ltd.  

7. 13 

DEUTSCHE 

BANKAKTIENGESELLSC

HAFT 

11. 

27 

DEUTSCHE BANK 

AKTIENGESELLSCH

AFT 

11. 

27 

DEUTSCHE BANK 

AKTIENGESELLSCH

AFT Deutsche Bank 

Luxembourg S.A. 

11. 

27 

DEUTSCHE 

BANK 

LUXEMBOU

RG S. A 

(Deutsche 

Bank 

Luxembourg 

S.A. 

9. 28 

DEUTSCHE 

BANK 

LUXEMBOU

RG S. A 

Deutsche 

Bank 

Luxembourg 

S.A. 

9. 28 

DEUTSCHE 

BANK 

LUXEMBOU

RG S. A 

Deutsche 

Bank 

Luxembourg 

S.A. 

9. 28 

DEUTSCHE 

BANK 

LUXEMBOU

RG S. A 

Deutsche 

Bank 

Luxembourg 

S.A. 

9. 28 

DEUTSCHE 

BANK 

LUXEMBOU

RG S. A 

Deutsche 

Bank 

Luxembourg 

S.A. 

9. 28 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18. 

24 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18. 

24 

Guowang 

Yingda 

International 

Holding 

Group Co. , 

Ltd.  

18. 

24 

Data Sources: Genius Finance: http://www.genius.com.cn/geniusData.html (2007-2018).  

http://www.genius.com.cn/geniusData.html
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( I I )  E q u i t y  a t t r i b u t e s  

I n  t e r m s  o f  eq u i t y  a t t r i b u t e s ,  t h e r e  a r e  g e n e r a l l y  s t a t e - o w n e d  s h a r e s ,  

g e n e r a l  l e g a l  p e r s o n  s h a r e s ,  f o r e i g n  s h a r e s .  In  C h i n a ,  s t a t e - o w n e d  

s h a r e s  o c c u p y a  l a rg e  p r o p o r t i o n ,  w h i c h  i s  a l s o  t h e  f o c u s  o f  e q u i t y  

a t t r i b u t e  a n a l ys i s .  

T h e  f o l l o w i n g  t a b l e  s h o w s :  ( 1 )  t h e  p r o p o r t i o n  o f  s t a t e - o w n e d  s h a r e s  i s  

r e l a t i v e l y  h i g h :  O n  t h e  o n e  h a n d ,  t h e  c o m m e r c i a l  b a n k s  i n  t h e  s am p l e  

g e n e r a l l y  h a v e  4 1 . 2 3 %  s t a t e - o w n e d  s h a r e s  o n  a v e r a g e ;  o n  t h e  o t h e r  

h a n d ,  i t  i s  f o u n d  t h r o u g h  s p e c i f i c  a n a l ys i s  t h a t  t h e  p r o p o r t i o n  o f  s t a t e -

o w n e d  s h a r e s  i n  t h e  B a n k  o f  C h i n a ,  A g r i c u l t u r a l  B a n k  o f  C h i n a ,  

I n d u s t r i a l  a n d  C o m m e r c i a l  B a n k  o f  C h i n a ,  C h i n a  C o n s t r u c t i o n  B a n k ,  

H u ax i a  B a n k  a n d  C h i n a  C IT IC  B a n k  e x c e e d s  5 0 %  e a c h ;  t h e  p r o p o r t i o n  

o f  s t a t e - o w n e d  s h a r e s  i n  t h e  B a n k  o f  C o m m u n i c a t i o n s ,  S h a n g h a i  

P u d o n g  D e v e l o p m e n t  B a n k ,  C h i n a  M e r c h a n t s  B a n k  i s  b e t w e e n  2 0 %  a n d  

5 0 % ;  t h e  p r o p o r t i o n  o f  s t a t e - o w n e d  s h a r e s  i n  E v e r b r i g h t  B a n k  i s  o n l y  

1 0 %  t o  2 0 % .  E v e n ,  t h e r e  a r e  n o  s t a t e - o w n e d  s h a r e h o l d e r s  i n  C h i n a  

M i n s h e n g  B a n k  a n d  P i n g  A n  B a n k .  ( 2 )  T h e  p r o p o r t i o n  o f  f o r e i g n  s h a r e s  

v a r i e s  g r e a t l y. S h a n g h a i  P u d o n g  D e v e l o p m en t  B a n k  a n d  P i n g  A n  B a n k  

h a v e  n o  f o r e i g n  s h a r e h o l d e r s .  T h e  C o m m u n i c a t i o n s  B a n k  o f  C h i n a  h a s  

t h e  l a rg e s t  p r o p o r t i o n  o f  f o r e i g n  s h a r e s ,  u p  t o  4 7 . 1 5 % .  T h e r e  a r e  f i v e  

b a n k s  w h o s e  p e r c e n t a g e  o f  f o r e i g n  s h a r e s  ex c e e d s  2 0 %  a n d  t h r e e  b a n k s  

w h o s e  p e r c e n t a g e  o f  f o r e i g n  s h a r e s  i s  n o t  l a rg e r  t h a n  2 0 %  b u t  c l o s e  t o  

2 0 % .  Wi t h  t h e  o p e n i n g - u p  o f  c a p i t a l  m a r k e t s ,  t h e  p e r c e n t a g e  o f  f o r e i g n  
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s h a r e s  w i l l  c o n t i n u e  t o  i n c r e a s e .  ( 3 )  T h e  l a r g e s t  s h a r e h o l d e r  h o l d s  t h e  

m o s t  s t a t e - o w n e d  s h a r e s .  A m o n g  1 2  s a m p l e  b a n k s ,  t h e  l a rg e s t  

s h a r e h o l d e r s  i n  t h e  1 0  b a n k s  h o l d  s t a t e - o w n ed  s h a r e s .  I t  i n d i c a t e s  t h a t ,  

a f f e c t e d  b y  t h e  n a t i o n a l  s i t u a t i o n  o f  C h i n a  a n d  t h e  r e m a i n i n g  i s s u e s  

a f t e r  e q u i t y  r e f o r m ,  s t a t e - o w n ed  s h a r e s  r e m a i n  t o  o c c u p y  a n  i m p o r t an t  

p o s i t i o n  i n  c o m m e r c i a l  b a n k s  a n d  t o  h a v e  a  l a rg e  p o w e r.  

Ta b l e  4 - 3  E q u i t y  a t t r i b u t e s  a n d  p r o p o r t i o n  

Bank name  

Percen tage of  

s ta te -owned  

shares  (%)   

Percen tage of  

fo re ign shares  

(%)  

Equi ty 

a t t r ibu te  

Bank of  China  67 .46  28 .41  
S ta te -owned  

shares  

Agr icu l tu ra l  

Bank of  China  
85 .24  9 .46  

S ta te -owned  

shares  

Indus t r ia l  and  

Commerc ia l  

Bank  

71 .16  24 .35  
S ta te -owned  

shares  

China  

Cons t ruc t ion  

Bank  

60 .19  37 .16  
S ta te -owned  

shares  

Bank of  

Communica t ions  
31 .9  47 .15  

S ta te -owned  

shares  

China  Minsheng 

Bank  
0  19  Fore ign  shares  

Shanghai  

Pudong  

Development  

Bank  

44 .9  0  
S ta te -owned  

shares  

Everbr igh t  Bank  19 .53  13 .09  
S ta te -owned  

shares  
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China  

Merchants  Bank  
37 .1  18 .2  

S ta te -owned  

lega l  person  

shares  

Huaxia  Bank  67 .26  19 .99  

S ta te -owned  

lega l  person  

shares  

P ing  An Bank  0  0  
Lega l  person  

shares  

China  CIT IC 

Bank  
72 .7  30 .41  

S ta te -owned  

lega l  person  

shares  

Data  Sources :  Annual  repor ts  o f  commerc ia l  banks  

 

Based on the high percentage of  s tate -owned shares  concluded in the above 

analysis ,  the current  s i tuation of  s ta te -owned shares  in  banks ’ equi ty 

s t ructure is  analyzed in  detai l  based on the data of  the Bank of  China,  

Agricul tural  Bank of  China,  Industr ia l  and Commercial  Bank of  China,  

Construct ion Bank of  China and Bank of  Communicat ions.  In  view of the 

long his tory,  large capi tal  scale,  government  support  and other  advantages 

of  large-scale commercial  banks,  i t  i s  of  great  his torical  and theoret ical  

s ignif icance to  analyze the condi tions of  their  s tate -owned shares .  As shown 

in Table 4-3,  Central  Hui j in  Investment  Ltd.  and the Minis t ry of  Finance are 

main holders  of  s tate -owned shares  in  equi ty s t ructure of  China ’s  

commercial  banks and are in  a control l ing posi t ion (except  the Bank of  

Communicat ions) .  The banks are sorted as  follows in terms of  the proport ion 

of  their  s tate -owned shares:  Agricul tural  Bank of  China,  Industr ial  and  

Commercial  Bank of  China,  Bank of  China,  and China Construct ion Bank 

and Bank of  Communicat ions.  The total  number of  s tate -owned shares  of  



187 

 

large-scale commercial  banks is  865.476 bil l ion,  including:  584.968 bi l l ion 

shares  held by Cent ral  Hui j in ,  67.59% of the total  s tate -owned shares  of  

these banks;  270.711 bi l l ion shares  held by the  Minis t ry of  Finance (31.27%) 

and 9.797 bi l l ion shares  held by the Nat ional  Counci l  for  Social  Securi ty 

Fund (1.14%).  The s tate -owned shares  are the most ,  which is  another  major  

characteris t ic  of  the  equi ty s t ructure of  China ’s  commercial  banks.    

In fact ,  when the  stock r ights  are highly concentrated,  the absolute 

control l ing shareholders  enjoy absolute property r ights ,  which wil l  have an  

incent ive effect  on their  part icipat ion in  the management  and operat ion of  

the enterprise.  In  real  l i fe ,  the control l in g shareholders  may motivate the 

work motivat ion and eff iciency of  the management  and  managers  through 

annual  salary,  s tock,  bonus and other  methods,  which can reduce the 

operat ing cost  and improve the operat ing performance to  a certain extent .  6 5  

However,  the absolute control  r ight  possessed by the absolute control l ing 

shareholder  has  s t rongly suppressed  the voice of  other  control l ing 

shareholders .  In  this  case,  al though the  management  is  encouraged,  only the  

ex is tence of  the control l ing shareholder  cannot  p erfect  and effect ively 

supervise the management  and the management ,  which may cause the ent i re  

enterprise total ly control led by the control l ing shareholder,  and is not  

conducive to  the overal l  interests  and long -term stable development  of  the 

company.  Under the condi t ion of  highly dispersed ownership,  absolute 

                             
6 5  X i n g  H u a b i n .  R e s e a r c h  o n  P r o p e r t y  R i g h t s  a n d  G o v e r n a n c e  S t r u c t u r e  I n n o v a t i o n  o f  S t a t e - o w n e d  

C o m m e r c i a l  B a n k s  [ D ]  . N a n k a i  U n i v e r s i t y ,  2 0 1 4 .  
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majori ty shareholders  do not  exis t ,  and the shareholding rat io  of  other  

shareholders  is  also subject  to  al locat ion rest r ict ions.  As  a resul t ,  each  

shareholder  can play a l imited role,  and the role pla yed by incent ive methods 

such as  annual  salary and s tock opt ions provided by the management  is  not  

also very insigni f icant .  Al though the confl icts  of  interest  between the  

ownership owner and the management  of  the enterprise  may be wel l  

disguised on the sur face,  the company's  operat ing performance may decl ine  

with the lack of  motivat ion of  the management  and the l imi ted supervis ion 

abi l i ty of  smal l  shareholders .  Relat ively concentrated and relat ively 

dispersed equi ty arrangements  can effect ively contain shar eholders .  When 

faced with key issues ,  several  shareholders  wil l  general ly make decis ions  

through common negot iat ion.  Considering the interests  of  many part ies ,  the 

feasibi l i ty of  decis ions joint ly negot iated by shareholders  is  higher.  At  the  

same t ime,  in  order  to  maximize their  own benefi ts ,  shareholders  wil l  also  

supervise and repor t  to  each other,  making corporate governance develop  

towards an  eff icient  and t ransparent  direct ion,  which  is  conducive to  

promoting the sound development  of  operat ing performa nce.  

( III)  Execut ive pol i t ical  connect ion  

In China,  the president  should not  only supervise the bank ’s  managers  and  

review the budget  reports ,  but  also deal  with the company ’s  ex ternal  affai rs  

and coordinate external  relat ions.  Therefore,  the president  is  more l ikely to  

use his pol i t ical  connect ion to obtain more ex tern al  resources  such as  

f inancing and  land for  the company at  a  relat ively low cost ,  and then promote  
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the improvement  of  the company’s  operat ing eff iciency.  On the other  hand,  

in  order  to  s t r ive for  promotion opportuni t ies ,  the president  will  use his  

poli t ica l  resources  to  maximize the performance of  his  bank.  The president  

is  mainly responsible for  the company’s  administ rat ive management  and the  

implementat ion of  the company’s  decis ion-making,  and is  the main person  

responsible for  the  company’s  dai ly business  act ivi t ies .  Al though the 

president  needs to  serve the interests  of  shareholders ,  maintain and increase 

the value of  operat ing assets ,  use  his /her  pol i t ical  connect ion to  s t r ive for  

more favorable f inancing condi t ions for  the company,  and reduce the cost  of  

capi tal ,  the president  may also use the company’s  resources  to  es tabl ish 

poli t ical  connect ion  with off icials  for  private interests ,  result ing in  the  

increase of  the company’s  operat ing costs  and the reduct ion of  business  

performance.  When the self - interest  brought  by moral  hazard is  equal  to  or  

even greater  than the net  income brought  by serving the interests  of  

shareholders ,  the impact  of  pol i t ical  connect ion on corporate performance 

will  become inapparent  or  even negat ive .
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Table 4-4  Political Connection of Sample Bank Presidents 

Bank Name Resume 

Working experience 

in state-owned 

banking institutions 

Working 

experience in 

government 

Bank of China 
Chen 

Siqing 

He joined Bank of China in 1990. He was Vice President of Bank of China from June 2008 to February 2014. From June 2000 to May 2008, he successively 

served as Assistant President and Vice President of Fujian Branch of Bank of China, General Manager of Risk Management Department of the head office of 

Bank of China and President of Guangdong Branch of Bank of China. Before that, he had worked in Hunan Branch for many years and assigned to Hong Kong 

Branch of China & South Sea Bank as Assistant General Manager. Since December 2011, he has concurrently served as the Non-Executive Director of BOC Hong 

Kong (Holdings) Co., Ltd., Chairman of BOC Aviation, and Vice Chairman of BOC Hong Kong (Holdings) Co., Ltd. since March 2014. 

Yes No 

Industrial and Commercial 

Bank of China 
Yi Huiman 

He joined Industrial and Commercial Bank of China in 1985 and has been a senior management member of Industrial and Commercial Bank of China Limited 

since October 2005. He used to be Vice President of Zhejiang Branch of Industrial and Commercial Bank of China, President of Jiangsu Branch, President of 

Beijing Branch and Vice President of Industrial and Commercial Bank of China. 

Yes No 

China Construction Bank Wang Zuji 

Vice Chairman of China Insurance Regulatory Commission from September 2012 to May 2015, Vice Governor of Jilin Province from January 2008 to September 

2012, Assistant Governor of Jilin Province, Director of Provincial Development and Reform Commission, and Director of Office of Leading Group for Revitalizing 

Old Industrial Base of Jilin Province from April 2006 to January 2008, Assistant Governor of Jilin Province and Director of State-Owned Assets Supervision And 

Management Commission of Jilin Province from May 2005 to April 2006, Assistant Governor of Jilin Province from February 2005 to May 2005, Director of the 

Comprehensive Planning Bureau of the National Development Bank from January 2004 to February 2005, Director of the Business Development Bureau of the 

National Development Bank from March 2003 to January 2004, President of Changchun Branch of the National Development Bank from January 2000 to March 

2003, Deputy Director of the Second Credit Bureau (Northeast Credit Bureau) of the National Development Bank from January 1997 to January 2000. 

Yes Yes 

Agricultural Bank of China Zhao Huan 

He used to be Deputy Director and Director of Business Management Division of Credit Department of China Construction Bank, Director of General Management 

Division of Corporate Business Department, Deputy General Manager of Corporate Business Department, Vice President of Xiamen Branch, General Manager of 

Corporate Business Department, President of Shanghai Branch, and Vice President of China Construction Bank from March 2011. From January 2014, he 

successively served as the Executive Director of China Everbright (Group) Corporation, China Everbright Group Co., Ltd., and Executive Director and President 

of China Everbright Bank Co., Ltd. 

Yes No 

Bank of Communications Peng Chun 

From April 2010 to September 2013, he served as Deputy General Manager of China Investment Corporation, Executive Director and General Manager of Central 

Huijin Investment Ltd., Executive Director and Vice President of Bank of Communications from August 2005 to April 2010, Vice President of Bank of 

Communications from September 2004 to August 2005, Vice President and President of Urumqi Branch, President of Nanning Branch and President of Guangzhou 

Branch from 1994 to 2001. 

Yes No 

Ping An Bank Shao Ping 

In 1995, he participated in the preparation for the construction of China Minsheng Bank. From 1996 to 2012, he successively served as the Deputy Director of 

Credit Department of the head office of Minsheng Bank, the Deputy General Manager and General Manager of Credit Business Department of the head office, 

the Secretary of the Party Committee and President of Shanghai Branch, the member of the Party Committee and Assistant to the President of the head office, the 

member of the Party Committee and Vice President of the head office, and the Chairman of the Risk Management Committee of the head office. Since October 

2012, he has been a director of Ping An Bank; since November 2012, he has been the President of Ping An Bank. Before joining Minsheng Bank, he was the 

Secretary of the Party Committee and General Manager of Weicheng Urban Credit Union, Weifang City, Shandong Province, and Deputy Secretary of the Party 

Committee and Deputy General Manager of Weifang Credit Union. 

Yes Yes 

Shanghai Pudong 

Development Bank 
Liu Xinyi 

He used to be Vice President of Airport Branch of Shanghai Pudong Development Bank, member of the Party Committee and Deputy General Manager of Shanghai 

regional headquarters of Shanghai Pudong Development Bank; held a temporary position in Shanghai Financial Service Office, head of Institutional Department 

and Director Assistant of Shanghai Financial Service Office; Vice President of Shanghai Pudong Development Bank and Secretary of the Party Committee and 

General Manager of Shanghai regional headquarters, Vice President of Shanghai Pudong Development Bank and Secretary of the Party Committee and President 

of Shanghai Branch, Vice President and Chief Financial Officer of Shanghai Pudong Development Bank; President and Deputy Secretary of the Party Committee 

of Shanghai Guosheng Group Co., Ltd. At present, he is the Vice Chairman, Deputy Secretary of the Party Committee and President of Shanghai Pudong 

Yes Yes 
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Development Bank Co., Ltd. and the Chairman of SPD Silicon Valley Bank. 

CITIC Bank 
Fang 

Heying 

He served as the director of CITIC Bank's financial market business in May 2013, and concurrently served as the secretary and president of the CITIC Bank 

Hangzhou Branch from May 2014; he served as the secretary and president of the CITIC Bank Suzhou branch from March 2007 to May 2013; 2003 From 

September to March 2007, he served as a member of the party committee, assistant president and deputy president of the China CITIC Bank Hangzhou Branch; 

from December 1996 to September 2003, he worked at the China CITIC Bank Hangzhou Branch and served as the section chief and deputy general manager of 

the Credit Department. President of Fuyang Sub-branch, Party Secretary, Deputy General Manager of International Settlement Department, Deputy General 

Manager of Retail Business Department, General Manager of Sales Department; From July 1996 to December 1996, he served as Deputy Director of Hangzhou 

Chengdong Office of Pudong Development Bank. 

Yes No 

Huaxia Bank Fan Dazhi 

Former teacher of Dongbei University of Finance and Economics; General Manager of Investment Bank Headquarters of Beijing International Trust Co., Ltd.; 

member of the Party group and Deputy Director of Beijing Overseas Financial Investment Management Center; member of the Party group, Director and Deputy 

General Manager of Beijing State-owned Assets Management Co., Ltd.; Deputy Secretary of the Party Committee, Director and General Manager of Beijing 

Securities Co., Ltd.; Chief supervisor of UBS Securities Co., Ltd; Director, Deputy Secretary of the Party Committee, Vice President and Executive Vice President 

of Huaxia Bank. 

Yes Yes 

China Minsheng Bank 
Zheng 

Wanchun 

He used to be the Assistant President and General Manager of the Business Department of Hainan Branch of Industrial and Commercial Bank of China, the Deputy 

General Manager of the Industrial and Commercial Credit Department of the head office, the Deputy General Manager of the Creditor’s Rights Department, the 

General Manager of the Creditor’s Rights Department, the General Manager of the Business Management Department and the Assistant President of China 

Huarong Asset Management Co., Ltd., the Vice President of China Huarong Asset Management Co., Ltd. and Chairman of Huarong Securities and the Chairman 

of Sino-German joint venture Rongde Asset Management Co., Ltd. in December 2004. In January 2009, he was Vice President of China Huarong Asset 

Management Co., Ltd., Chairman of Huarong Securities and Chairman of Huarong Futures, and in March 2011, he was President of China Great Wall Asset 

Management Co., Ltd. 

Yes No 

China Merchants Bank Tian Huiyu 

From July 1998 to July 2003, he was Vice President of Trust and Investment Company, China Cinda Asset Management Co., Ltd., and Vice President of Bank of 

Shanghai from July 2003 to December 2006. From December 2006 to March 2011, he successively served as Vice President of Shanghai Branch, Main Principal 

and President of Shenzhen Branch of China Construction Bank. From March 2011 to May 2013, he was Retail Business Director and Principal and President of 

Beijing Branch of China Construction Bank. 

Yes No 

China Everbright Bank 
Zhang 

Jinliang 

At present, he is a member of the Party Committee and Executive Director of China Everbright Group Co., Ltd. He was Vice President of Bank of China from 

July 2014 to January 2016, and President of Beijing Branch of Bank of China from November 2009 to December 2014. Previously, he worked in the Finance and 

Accounting Department of the head office of the Bank of China for many years, and served as the General Manager of the Financial Management Department of 

the head office of the Bank of China from February 2007 to November 2009. From October 2003 to February 2007, he served as the Deputy General Manager of 

the Finance and Accounting Department of the head office of the Bank of China, and also as the director of IT Blueprint Implementation Office from March 2005 

to February 2007. 

Yes No 

Data sources: CSMAR database: http://cndata.csmar.com/ and annual reports of sample banks.

http://cndata.csmar.com/
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From the above data,  i t  can be seen that  among the sample banks,  the 

presidents  of  s ta te -owned commercial  banks and non -state-owned 

commercial  banks have the experience of  working in  s tate -owned banking 

inst i tutions,  nearly 30% of the bank presidents  have the experience of  

working in  government  inst i tut ions,  whic h reflects  that  the  actual  control lers  

of  China’s  commercial  banks have a high degree of  pol i t ical  relevance,  and  

the operat ion and management  of  commercial  banks wil l  be subject  to  certain 

poli t ical  factors .  

4.2.2 Scale Strength  Index  Analysis  

In terms of  total  assets ,  s tate -owned commercial  banks have an  

overwhelming advantage over non -sta te-owned commercial  banks.  The 

average value  of  total  assets  is  about  4  t imes that  of  non -state-owned 

commercial  banks.  The total  assets  of  Industr ial  and Commercial  Ban k of  

China reached RMB 27 t r i l l ion in  2018,  ranking f i rs t  in  the  total  assets  of  

the global  banking industry.  Judging from the total  asset  increment  of  the 

sample banks from 2007 to 2018,  the s tate -owned commercial  banks s t i l l  

have advantages.  Among the 12  sample banks,  the top f ive in  total  asset  

increment  are al l  s tate -owned commercial  banks,  and  the  s t rong capi tal  

growth has  laid a sol id  foundat ion for  the ir  operat ion and management .  From 

2007 to 2009, the average value of  tota l  assets  of  s tate -owned commercial  

banks was nearly 7  t imes that  of  non -state-owned commercial  banks,  but  

from 2014 to 2018,  this multiple rat io  was reduced to 4 t imes.  The gap  
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between total  assets  of  non -state-owned commercial  banks and total  assets 

of  s tate-owned commercial  banks is  gradual ly decreasing,  but  there is  s t i l l  

a  big gap.   
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Table 4-5  Changes in Total Assets of Sample Banks (2007-2018, In RMB Million) 

  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and Commercial Bank of China 8,684,288  9,757,654  11,785,053  13,458,622  15,476,868  17,542,217  18,917,752  20,609,953  22,209,780  24,137,265  26,087,043  27,699,540  

Bank of China 5,995,553  6,955,694  8,751,943  10,459,865  11,830,066  12,680,615  13,874,299  15,251,382  16,815,597  18,148,889  19,467,424  21,267,275  

China Construction Bank 6,598,177  7,555,452  9,623,355  10,810,317  12,281,834  13,972,828  15,363,210  16,744,130  18,349,489  20,963,705  22,124,383  23,222,693  

Agricultural Bank of China 5,305,506  7,014,351  8,882,588  10,337,406  11,677,577  13,244,342  14,562,102  15,974,152  17,791,393  19,570,061  21,053,382  22,609,471  

Bank of Communications 2,103,626  2,678,255  3,309,137  3,951,593  4,611,177  5,273,379  5,960,937  6,268,299  7,155,362  8,403,166  9,038,254  9,531,171  

China Merchants Bank 1,310,552  1,571,797  2,067,941  2,402,507  2,794,971  3,408,219  4,016,399  4,731,829  5,474,978  5,942,311  6,297,638  6,745,729  

Ping An Bank 352,539  474,440  587,811  727,610  1,258,177  1,606,537  1,891,741  2,186,459  2,507,149  2,953,434  3,248,474  3,418,592  

Shanghai Pudong Development Bank 914,980  1,309,425  1,622,718  2,191,411  2,684,694  3,145,707  3,680,125  4,195,924  5,044,352  5,857,263  6,137,240  6,289,606  

China Minsheng Bank 919,796  1,054,350  1,426,392  1,823,737  2,229,064  3,212,001  3,226,210  4,015,136  4,520,688  5,895,877  5,902,086  5,994,822  

Huaxia Bank 592,338  731,637  845,456  1,040,230  1,244,141  1,488,860  1,672,447  1,851,628  2,020,604  2,356,235  2,508,927  2,680,580  

China Everbright Bank 739,186  851,838  1,197,696  1,483,950  1,733,346  2,279,295  2,415,086  2,737,010  3,167,710  4,020,042  4,088,243  4,357,332  

CITIC Bank 1,011,236  1,187,837  1,775,031  2,081,314  2,765,881  2,959,939  3,641,193  4,138,815  5,122,292  5,931,050  5,677,691  6,066,714  

Average of state-owned banks 5,737,430  6,792,281  8,470,415  9,803,561  11,175,504  12,542,676  13,735,660  14,969,583  16,464,324  18,244,617  19,554,097  20,866,030  

Average of non-state-owned banks 834,375  1,025,903  1,360,435  1,678,680  2,101,468  2,585,794  2,934,743  3,408,114  3,979,682  4,708,030  4,837,186  5,079,054  

 

Data sources: CSMAR database: http://cndata.csmar.com/ and annual reports of sample banks.

http://cndata.csmar.com/
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

As for  the number of  employees,  both s tate -owned commercial  banks and  

non-state-owned commercial  banks showed an upward t rend from 2007 to 

2013,  but  showed a downward t rend from 2014 to 2017. However,  the number 

of  employees in  s tate -owned commercial  banks  is  s t i l l  much higher than that  

in non-state-owned commercial  banks.  The s tate -owned commercial  banks 

have many branches,  complete internal  management  system, large  

investment in  new business resources ,  and need a large number of  talents  to 

maintain operat ions.  The main reasons for  the negat ive growth in  the number  
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of employees  are as  fol lows:  1 .  With the prosperi t y and development  of  

China 's  Internet  and  the popularizat ion of  mobi le Internet ,  the development  

of  Internet  f inance i s  advancing by leaps  and bo unds.  With the emergence of  

smart  banks and unmanned banks,  the demand for  front - l ine tel lers  and 

front - l ine market ing personnel  has  been reduced.  The demand for  technical  

development  personnel ,  maintenance personnel  and product  development  

personnel  has  increased rapidly,  and  the requirement  for  management  

personnel  is  also constantly improving.  Some banks '  employees with low 

academic  qual i f icat ions and low technical  level  are  unable  to  adapt  to  the  

development  speed of the Internet  f inancial  model ,  resul t ing in  fas ter  

mobi l i ty of  personnel .  2 .  Since the reform of f inancial  inst i tutions began in 

1997,  the talent  gap  in  China 's  commercial  banks has  gradual ly increased.  

By this  year,  the reform of f inancial  inst i tut ions in  China has  gone through 

22 years .  Some newly-establ ished employees have reached the ret i rement  

age.  In  addi t ion,  in  recent  years ,  the  diff icul ty of  campus recrui t ing of  

commercial  banks has  increased,  and the enthusiasm of the banking industry 

is  much less  than before.  As a resul t ,  the  turnov er of  personnel  is  larger  than  

the increase of  personnel ,  resul t ing in  negat ive growth in  the number of  

employees in  the banking industry.   
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Table 4-6  Details of Number of Employees in Sample Banks from 2007 to 2018 (In Person)  

Bank name 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and Commercial Bank of 

China 
381,713 385,609 389,827 397,339 408,859 427,356 441,902 462,282 466,346 461,749 453,048 449,296 

Bank of China 237,379 249,278 262,566 279,301 289,951 302,016 305,675 308,128 310,042 308,900 311,133 310,119 

Agricultural Bank of China    444,447 447,401 461,100 478,980 493,583 503,082 496,698 487,307 473,691 

China Construction Bank 298,868 298,581 301,537 313,867 329,438 348,955 368,410 372,321 369,183 362,482 352,621 345,971 

Bank of Communications 68,083 77,734 79,122 85,290 88,480 96,259 99,919 93,658 91,468 92,556 91,240 89,542 

Ping An Bank 8,573 10,381 11,308 12,203 13,778 24,251 34,724 35,069 37,937 36,885 32,502 34,626 

Shanghai Pudong Development 

Bank 
14,128 17,695 21,877 28,081 31,231 35,784 38,976 43,654 48,427 52,832 51,944 55,692 

Huaxia Bank 9,390 11,109 12,301 14,304 19,169 22,991 25,200 27,835 34,023 39,098 42,644 41,283 

China Minsheng Bank 17,766 19,853 26,039 30,931 39,885 49,227 54,927 59,659 59,510 56,168 55,265 58,338 

China Merchants Bank 28,971 36,916 40,340 43,089 45,344 59,340 68,078 75,109 76,192 70,461 72,530 74,590 

China Everbright Bank    22,267 28,267 31,968 36,290 39,015 40,319 42,250 44,066 44,982 

CITIC Bank 56,415 56,724 58,023 56,489 50,735 46,822 41,365 37,195 33,552 24,180 21,385 15,070 

Average of state-owned banks 

246,511 252,801 258,263 304,049 312,826 327,137 338,977 345,994 348,024 344,477 339,070 333,724 

Average of non-state-owned banks 

22,541 25,446 28,315 29,623 32,630 38,626 42,794 45,362 47,137 45,982 45,762 46,369 

Data sources: CSMAR database: http://cndata.csmar.com/ , annual reports of sample banks and China Financial Yearbook 2008-2018.

http://cndata.csmar.com/
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

Compared  with non-state-owned commercial  banks,  s tate -owned commercial  

banks have outs tanding advantages in  scale and s t rength,  which is  due to  

their  good reputat ion,  long operat ing his tory and extensive business  scope 

in  China.  The s table capi tal  source,  relat ively closed equi ty s t ructure  and  

mature t rans-regional  development  degree of  s tate -owned commercial  banks 

are the basic guarantee for  the scale s t rength of  s tate -owned commercial  

banks.  However,  the gap of  the  scale  and s t rength with non -state-owned 

commercial  banks is  gradual ly narrowing.  Non -state-owned commercial  

banks have their  own unique advantages in  inclusive f inance.  Thei r  

0

100,000

200,000

300,000

400,000

500,000

600,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 4-2  Number of Employees in Sample Banks from 2007 to 2018 (In Person)
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http://cndata.csmar.com/
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personal ized services  and customized products  wil l  br ing new opportunit ies  

for  their  development .  

4.2.3 Profi tabi l i ty Index  Analysis  

Industr ial  and Commercial  Bank of  China s t i l l  has  an absolute advantage in  

terms of  operat ing income,  ranking f i rs t  in  the sample t ime.  Among non -

state-owned commercial  banks,  China  Merchants  Bank has  the highest  

operat ing income in  the sample period and i ts  growth is  re lat ively s table.  

The growth of  Shanghai  Pudong Development  Bank and CITIC Bank is  also 

more s table compared with other  samples .  In  2007,  the average operat ing 

income of  state -owned commercial  banks was 7.5 t imes that  of  non -state-

owned commercial  banks.  By 2018,  this  f igure had shrunk to 3.6 t imes,  but  

i t  s t i l l  exis ted.  Among the s tate -owned commercial  banks,  only Bank of  

Communicat ions '  operat ing income is  lower than the average,  whi le among 

the non-state-owned commercial  banks,  Ping An Bank,  Huaxia Bank and 

China Everbright  Bank are also lower than the average.  From the perspect ive  

of  the composi t ion of  operat ing income,  interest  income is  s t i l l  an important  

component  of  operat ing income,  but  i t  shows a decreasing t rend year  by y ear.  

For example,  the proport ion of  interest  income of  state -owned commercial  

banks dropt  from 87% in 2007 to 73% in 2018,  whi le the  proport ion of  

interest  income of  non -state-owned commercial  banks would be 61%. This  

shows that  interest  income has no long er become a major  source of  income 

for  commercial  banks,  especial ly not  focused by non -state-owned 

commercial  banks.  Instead,  the proport ion of  fee and commission income 
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rose cont inuously f rom 8% to 27%, which means that  good f inancial  services  

will  become a  new growth point  and  business  development  direct ion for  

commercial  banks.   
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Table 4-7  Operating Income of Sample Banks from 2007 to 2018 (In RMB Million) 

 

    2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and 

Commercial Bank of 

China 

Operating income 254,157 309,758 309,454 380,821 475,214 536,945 589,637 658,892 697,647 675,891 726,502 773,789 

Net interest income 224,465 263,037 245,821 303,749 362,764 417,828 443,335 493,522 507,867 471,846 522,078 572,518 

Net income from 

fees and 

commissions 

34,384 44,002 55,147 72,840 101,550 106,064 122,326 132,497 143,391 144,973 139,625 145,301 

Bank of China 

Operating income 180,669 228,288 232,198 276,817 328,166 366,091 407,508 456,331 474,321 483,630 483,278 504,107 

Net interest income 152,745 162,936 158,881 193,962 228,064 256,964 283,585 321,102 328,650 306,048 338,389 359,706 

Net income from 

fees and 

commissions 

27,488 39,947 46,013 54,483 64,662 69,923 82,092 91,240 92,410 88,664 88,691 87,208 

China Construction 

Bank 

Operating income 219,459 267,507 267,184 323,489 397,090 460,746 508,608 570,470 605,197 605,090 621,659 658,891 

Net interest income 192,775 224,920 211,885 251,500 304,572 353,202 389,544 437,398 457,752 417,799 452,456 486,278 

Net income from 

fees and 

commissions 

31,313 38,446 48,059 66,132 86,994 93,507 104,283 108,517 113,530 118,509 117,798 123,035 

Agricultural Bank of 

China 

Operating income 179,237 211,189 222,274 290,418 377,731 421,964 462,625 520,858 536,168 506,016 537,041 598,588 

Net interest income 157,465 193,845 181,639 242,152 307,199 341,879 376,202 429,891 436,140 398,104 441,930 477,760 

Net income from 

fees and 

commissions 

22,995 23,798 35,640 46,128 68,750 74,844 83,171 80,123 82,549 90,935 72,903 78,141 

Bank of 

Communications 

Operating income 62,322 76,660 80,937 104,234 126,956 147,337 164,435 177,401 193,828 193,129 196,011 212,654 

Net interest income 53,742 65,636 66,564 84,995 102,601 120,126 130,658 134,776 144,172 134,871 127,366 130,908 

Net income from 

fees and 

commissions 

7,188 8,837 11,399 14,479 19,549 20,882 25,968 29,604 35,027 36,795 40,551 41,237 

China Merchants Bank 

Operating income 40,958 55,308 51,446 74,348 96,157 113,367 132,604 165,863 201,471 209,025 220,897 248,555 

Net interest income 33,902 46,885 40,364 57,076 76,307 88,374 98,913 112,000 136,729 134,595 144,852 160,384 

Net income from 

fees and 

commissions 

6,439 7,744 7,993 11,330 15,628 19,739 29,184 44,696 53,419 60,865 64,018 66,480 

Ping An Bank 

Operating income 10,808 14,513 15,114 18,022 29,643 39,749 52,189 73,407 96,163 107,715 105,786 116,716 

Net interest income 9,606 12,598 12,984 15,829 25,290 33,035 40,688 53,046 66,099 76,411 74,009 74,745 

Net income from 

fees and 

commissions 

521 851 1,181 1,585 3,665 5,721 10,456 17,378 26,445 27,859 30,674 31,297 
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Shanghai Pudong 

Development Bank 

Operating income 25,876 34,561 36,824 49,856 67,918 82,952 100,015 123,181 146,550 160,792 168,619 171,542 

Net interest income 24,180 31,534 33,538 45,204 61,442 73,362 85,177 98,183 113,009 108,120 106,912 111,844 

Net income from 

fees and 

commissions 

1,129 1,795 2,207 4,049 6,716 8,746 13,904 21,346 27,798 40,692 45,580 39,009 

China Minsheng Bank 

Operating income 25,301 35,017 42,060 54,768 82,368 103,111 115,886 135,469 154,425 155,211 144,281 156,769 

Net interest income 22,580 30,380 32,240 45,873 64,821 77,153 83,033 92,136 94,268 94,684 86,552 76,680 

Net income from 

fees and 

commissions 

2,391 4,461 4,664 8,289 15,101 20,523 29,956 38,239 51,205 52,261 47,742 48,131 

Huaxia Bank 

Operating income 14,260 17,611 17,130 24,479 33,544 39,777 45,219 54,885 58,844 64,025 66,384 72,227 

Net interest income 11,247 13,492 15,807 22,760 30,293 35,344 38,902 46,241 46,083 48,989 47,318 51,538 

Net income from 

fees and 

commissions 

451 823 1,024 1,445 2,976 4,046 6,312 7,652 12,372 14,656 18,407 17,758 

China Everbright Bank 

Operating income 20,044 24,701 24,259 35,530 46,073 59,916 65,306 78,531 93,159 94,037 91,850 110,244 

Net interest income 17,772 22,336 19,602 30,422 39,440 50,263 50,862 58,259 66,459 65,288 60,950 61,043 

Net income from 

fees and 

commissions 

1,190 2,174 3,157 4,709 6,973 9,479 14,952 19,157 26,301 28,112 30,774 36,894 

CITIC Bank 

Operating income 27,838 40,155 40,801 55,765 76,948 89,435 104,558 124,716 145,134 153,781 156,708 164,854 

Net interest income 26,170 36,091 35,984 48,135 65,106 75,486 85,688 94,741 104,433 106,138 99,645 104,772 

Net income from 

fees and 

commissions 

2,080 3,045 4,220 5,696 8,837 11,210 16,811 25,313 35,674 42,280 46,858 45,148 

Average of 

state-owned 

banks 

Operating income 179,169 218,680 222,409 275,156 341,031 386,617 426,563 476,790 501,432 492,751 512,898 549,606 

Net interest income 156,238 182,075 172,958 215,272 261,040 298,000 324,665 363,338 374,916 345,734 376,444 405,434 

Net income from 

fees and 

commissions 

24,674 31,006 39,252 50,812 68,301 73,044 83,568 88,396 93,381 95,975 91,914 94,984 

Average of 

non-state-

owned banks 

Operating income 23,584 31,695 32,519 44,681 61,807 75,472 87,968 108,007 127,964 134,941 136,361 148,701 

Net interest income 20,780 27,617 27,217 37,900 51,814 61,860 69,038 79,229 89,583 90,604 88,605 91,572 

Net income from 

fees and 

commissions 

2,029 2,985 3,492 5,300 8,556 11,352 17,368 24,826 33,316 38,104 40,579 40,674 

 

Data sources: CSMAR database: http://cndata.csmar.com/ and annual reports of sample banks.

http://cndata.csmar.com/
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  
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Figure 4-3  Changes in Operating Income of Industrial and 

Commercial Bank of China from 2007 to 2018 (In RMB Million)
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  
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Figure 4-5 Changes in Operating Income of China Construction Bank from 
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Figure 4-6   Changes in Operating Income of Agricultural Bank of China from 

2007 to 2018 (In RMB Million)
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda t a .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  
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Figure 4-9   Changes in Operating Income of Ping An Bank from 2007 to 2018 
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Figure 4-10 Changes in Operating Income of Shanghai Pudong Development Bank 
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  
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Figure 4-11  Changes in Operating Income of China Minsheng Bank from 2007 to 

2018 (In RMB Million)
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Figure 4-12  Changes in Operating Income of Huaxia Bank from 2007 to 2018 (In 

RMB Million)
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  
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Figure 4-13   Changes in Operating Income of China Everbright Bank from 2007 to 

2018 (In RMB Million)
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks  
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Figure 4-15   Changes in Operating Income of sample Banks from 2007 to 2018 
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Figure 4-16   Changes in net interest income of sample Banks from 2007 to 

2018 （In RMB Million)
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks  
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Table 4-8 Return on Assets Ratio of Sample Banks from 2007 to 2018 (In %) 

  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and 

Commercial 

Bank of China 

1.33 1.49 1.43 1.60 1.78 1.79 1.81 1.77 1.64 1.50 1.39 1.35 

Agricultural 

Bank of China 
      1.17 1.35 1.42 1.47 1.46 1.30 1.16 1.14 1.10 

Bank of China 1.50 1.24 1.27 1.36 1.44 1.50 1.55 1.51 1.34 1.05 1.05 1.02 

China 

Construction 

Bank 

1.53 1.58 1.44 1.60 1.80 1.80 1.83 1.81 1.64 1.40 1.32 1.31 

Bank of 

Communications 
1.48 1.34 1.16 1.24 1.42 1.41 1.31 1.33 1.16 0.99 0.88 0.86 

Ping An Bank 1.07 0.17 1.05 1.10 1.05 1.09 1.06 1.20 1.15 1.01 0.93 0.94 

Shanghai Pudong 

Development 

Bank 

1.18 1.17 1.07 1.15 1.33 1.42 1.46 1.48 1.32 1.17 1.08 1.04 

Huaxia Bank 0.65 0.55 0.57 0.77 1.01 1.16 1.24 1.30 1.25 1.11 1.04 1.00 

China Minsheng 

Bank 
1.00 0.99 1.10 1.26 1.67 1.58 1.76 1.48 1.35 1.00 1.01 1.00 

China Merchants 

Bank 
1.61 1.70 1.08 1.39 1.70 1.75 1.70 1.52 1.32 1.29 1.40 1.57 

China Everbright 

Bank 
      1.15 1.40 1.38 1.41 1.40 1.24 1.00 0.99 0.94 

CITIC Bank 1.30 1.49 1.09 1.38 1.50 1.41 1.44 1.30 1.07 0.91 0.89 0.88 

Average of state-

owned banks 
1.46 1.41 1.33 1.39 1.56 1.58 1.59 1.58 1.42 1.22 1.16 1.13 

Average of non-

state-owned 

banks 

1.14 1.01 0.99 1.17 1.38 1.40 1.44 1.38 1.24 1.07 1.05 1.05 

Data sources: CSMAR database: http://cndata.csmar.com/ and annual reports of sample banks. 
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks  

Net  P rof i t  Ra te  o f  Tota l  Asse ts  i s  the rat io  of  a  bank 's  net  profi t  to  i ts  total  

average assets  in  a certain period of  t ime.  The higher the net  profi t  rate of  

assets ,  the s t ronger  the profi tabi l i ty of  the bank to use al l  i t s  assets .  The 

lower the net  profi t  rate of  assets ,  the  wea ker the bank 's  profi tabi l i ty of  

using al l  assets .  Judging f rom the average value,  s tate -owned commercial  

banks are bet ter  than non -state-owned commercial  banks in  their  abi l i ty to  

make profi ts  from their  assets .  From an individual  point  of  view,  China 

Merchants  Bank 's  net  profi t  margin on total  assets  in  2018 exceeded that  of  

Industr ial  and Commercial  Bank of  China and China Construct ion Bank in  

s tate-owned commercial  banks,  reaching 1.19%.  
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Figure 4-18   Return on Assets of Sample Banks 2007-2018(In %) Industrial and Commercial Bank of
China
Agricultural Bank of China

Bank of China

China Construction Bank

Bank of Communications

Ping An Bank

Shanghai Pudong Development Bank
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China Minsheng Bank

China Merchants Bank

China Everbright Bank

CITIC Bank

Average of state-owned banks
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Table 4-9  Net Profit Rate of Total Assets of Sample Banks from 2007 to 2018 (In %) 

  
200

7 

200

8 

200

9 

201

0 

201

1 

201

2 

201

3 

201

4 

201

5 

201

6 

201

7 

201

8 

Industrial and 

Commercial 

Bank of China 

0.94 1.14 1.10 1.23 1.36 1.39 1.41 1.35 1.25 1.15 1.10 1.09 

Agricultural 

Bank of China 
      0.92 1.04 1.10 1.14 1.13 1.02 0.94 0.92 0.88 

Bank of China 1.03 0.94 0.98 1.05 1.12 1.16 1.19 1.15 1.03 0.86 0.88 0.86 

China 

Construction 

Bank 

1.05 1.23 1.11 1.24 1.39 1.39 1.41 1.38 1.26 1.10 1.08 1.09 

Bank of 

Communication

s 

0.98 1.06 0.91 0.98 1.10 1.10 1.02 1.04 0.91 0.77 0.75 0.75 

Ping An Bank 0.75 0.13 0.86 0.86 0.83 0.84 0.81 0.91 0.87 0.77 0.71 0.73 

Shanghai 

Pudong 

Development 

Bank 

0.60 0.96 0.82 0.88 1.02 1.09 1.12 1.13 1.01 0.90 0.86 0.87 

Huaxia Bank 0.35 0.42 0.44 0.58 0.74 0.86 0.93 0.97 0.94 0.84 0.79 0.78 

China 

Minsheng Bank 
0.69 0.75 0.85 0.97 1.28 1.19 1.33 1.13 1.04 0.82 0.85 0.86 

China 

Merchants Bank 
1.16 1.33 0.88 1.07 1.30 1.33 1.28 1.16 1.02 1.02 1.09 1.19 

China 

Everbright 

Bank 

      0.86 1.04 1.03 1.10 1.05 0.93 0.75 0.77 0.77 

CITIC Bank 0.82 1.12 0.82 1.05 1.12 1.06 1.08 0.98 0.81 0.69 0.73 0.74 

Average of 

state-owned 

banks 

1.00 1.09 1.03 1.08 1.20 1.23 1.23 1.21 1.09 0.96 0.95 0.93 

Average of non-

state-owned 

banks 

0.73 0.79 0.78 0.90 1.05 1.06 1.09 1.05 0.95 0.83 0.83 0.85 

Data sources: CSMAR database: http://cndata.csmar.com/ and annual reports of sample banks. 
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  

 

The bank 's  operat ing costs  are al l  the expenses  incurred by the bank in i ts  

f inancial  operat ions,  and are  the main components  of  the bank's  total  costs .  

This  part  can see the t rend of  cost  contr ol  and expendi ture  of  commercial  

banks within the scope of  business ,  which is  helpful  for  profi tabi l i ty 

analysis .  The operat ing costs  of  commercial  Banks are main ly composed of  

interest  expenses ,  fees  and  commission expenses ,  operat ing expenses  and 

non-operat ing expenses .  
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Figure 4-19   Net Profit Rate of Total Assets of Sample Banks from 2007 to 2018 
(In %)
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Table 4-10  Operating costs of Sample Banks from 2007 to 2018 (In RMB Million) 

 

    2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and 

Commercial Bank of 

China 

Interest expense 132,822 177,537 160,057 159,013 226,816 303,611 323,776 356,357 363,912 319,634 339,516 375,576 

Fees and 

Commission 

Expenses 

3,055 2,709 3,895 5,168 7,527 9,817 12,224 14,181 18,279 19,741 19,041 17,046 

Operating 

expenses 
140,972 166,227 143,460 166,334 204,214 229,487 252,591 299,280 338,112 315,576 364,660 402,602 

Non-operating 

expenses 
1,331 1,064 959 1,418 1,140 1,538 1,419 1,062 692 637 1,006 1,303 

Bank of China 

Interest expense 109,126 123,991 102,543 119,571 185,038 249,564 235,410 281,578 286,406 260,091 284,227 328,194 

Fees and 

Commission 

Expenses 

4,066 3,765 4,221 4,731 5,356 5,275 6,493 7,298 8,495 9,655 12,109 12,789 

Operating 

expenses 
92,462 142,135 121,640 134,654 159,627 178,786 195,317 225,412 243,945 263,619 261,049 275,622 

Non-operating 

expenses 
-- 1,145 655 748 543 623 507 757 730 522 971 651 

China Construction 

Bank 

Interest expense 92,048 131,580 127,578 126,283 177,675 250,039 256,709 301,728 312,807 278,838 297,698 324,748 

Fees and 

Commission 

Expenses 

1,418 1,610 1,780 2,024 2,500 2,711 3,149 3,721 7,874 9,354 13,524 14,982 

Operating 

expenses 
118,924 148,900 129,582 149,785 179,418 210,460 230,636 273,223 309,107 312,701 323,473 350,377 

Non-operating 

expenses 
1,151 1,287 1,248 973 1,001 788 903 1,321 1,518 1,436 2,382 1,424 

Agricultural Bank of 

China 

Interest expense 85,852 121,852 114,508 115,508 165,722 224,184 237,182 269,398 289,653 259,086 271,769 306,964 

Fees and 

Commission 

Expenses 

926 996 1,645 2,016 2,774 3,729 6,526 7,760 7,945 9,884 12,354 13,384 

Operating 

expenses 
101,790 159,118 148,532 170,988 220,993 234,993 249,613 289,914 303,297 281,421 301,683 348,372 



216 

 

Non-operating 

expenses 
3,404 2,535 1,177 531 562 2,044 1,984 1,955 6,693 2,074 1,751 2,489 

Bank of 

Communications 

Interest expense 36,376 51,244 50,075 56,910 88,271 120,470 128,634 153,733 160,954 154,973 190,152 217,956 

Fees and 

Commission 

Expenses 

968 1,284 2,015 2,597 2,915 3,244 3,437 3,310 3,204 3,089 3,509 3,436 

Operating 

expenses 
31,472 40,877 42,718 54,534 62,060 72,957 84,919 93,559 108,116 107,779 112,938 126,134 

Non-operating 

expenses 
217 308 504 255 282 15 242 140 430 173 317 854 

China Merchants Bank 

Interest expense 17,683 25,750 25,474 27,437 44,938 61,727 74,582 110,834 97,993 80,886 97,153 110,527 

Fees and 

Commission 

Expenses 

819 1,032 1,160 1,079 1,296 1,428 2,181 3,847 4,379 5,138 5,890 6,566 

Operating 

expenses 
20,043 28,896 29,533 38,413 49,544 54,254 64,693 93,094 127,223 131,307 130,357 141,947 

Non-operating 

expenses 
125 62 63 91 77 71 117 148 139 141 203 375 

Ping An Bank 

Interest expense 8,438 13,867 9,001 10,423 27,041 41,578 52,414 66,156 65,550 54,708 74,059 88,143 

Fees and 

Commission 

Expenses 

147 205 206 251 465 728 1,365 2,328 2,740 3,450 5,051 8,065 

Operating 

expenses 
5,032 6,376 7,380 8,685 14,362 19,076 25,344 32,150 36,783 31,418 32,638 36,540 

Non-operating 

expenses 
40 63 24 17 50 88 26 92 89 65 104 102 

Shanghai Pudong 

Development Bank 

Interest expense 14,263 24,187 26,652 27,763 59,780 76,881 92,627 113,832 115,245 106,694 138,906 155,644 

Fees and 

Commission 

Expenses 

474 540 513 413 489 575 669 975 1,515 2,544 5,193 7,196 

Operating 

expenses 
15,114 19,229 19,646 24,784 32,161 38,533 46,492 61,430 80,483 91,132 98,344 106,199 

Non-operating 

expenses 
35 50 54 39 75 99 118 164 173 144 644 163 

China Minsheng Bank Interest expense 17,490 25,931 21,201 24,903 52,460 74,734 99,121 106,916 109,114 109,234 144,358 158,667 
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Fees and 

Commission 

Expenses 

274 294 342 464 890 1,568 3,105 4,054 3,902 4,005 6,326 4,553 

Operating 

expenses 
16,102 24,605 26,455 31,757 45,083 52,379 59,083 75,990 94,175 95,045 83,432 97,478 

Non-operating 

expenses 
47 81 146 169 324 651 400 536 140 492 369 553 

Huaxia Bank 

Interest expense 11,630 20,910 16,699 20,608 32,243 38,051 37,351 48,121 45,241 39,253 52,914 64,498 

Fees and 

Commission 

Expenses 

262 241 279 347 419 398 549 1,029 1,063 1,468 2,040 2,371 

Operating 

expenses 
10,405 13,577 12,318 16,451 21,020 22,576 24,559 30,994 33,910 37,906 40,267 45,539 

Non-operating 

expenses 
67 51 36 79 34 28 25 60 60 48 71 72 

China Everbright Bank 

Interest expense 13,333 20,769 17,822 23,733 38,444 53,708 69,220 75,667 75,448 78,162 99,393 107,524 

Fees and 

Commission 

Expenses 

488 433 376 372 408 515 810 1,288 1,444 1,820 2,251 2,658 

Operating 

expenses 
11,579 16,572 13,736 18,549 21,925 28,405 31,021 40,115 53,919 54,100 51,269 69,254 

Non-operating 

expenses 
136 285 82 73 62 75 85 102 87 85 103 280 

CITIC Bank 

Interest expense 15,324 22,776 20,147 24,325 41,517 63,324 77,647 110,898 111,228 107,336 121,117 129,021 

Fees and 

Commission 

Expenses 

285 408 498 612 644 984 1,507 1,659 1,965 3,080 4,829 5,591 

Operating 

expenses 
14,735 22,540 21,679 27,796 35,523 47,931 52,273 70,312 90,497 99,152 104,339 110,327 

Non-operating 

expenses 
80 86 71 91 65 152 102 157 142 408 337 467 

Average of state-owned 

banks 

Interest expense 
91,245 121,241 110,952 115,457 168,704 229,574 236,342 272,559 282,746 254,524 276,672 310,688 

Fees and 

Commission 

Expenses 2,087 2,073 2,711 3,307 4,214 4,955 6,366 7,254 9,159 10,345 12,107 12,327 

Operating 

expenses 97,124 131,451 117,186 135,259 165,262 185,337 202,615 236,278 260,515 256,219 272,761 300,621 
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Non-operating 

expenses 
1,526 1,268 909 785 706 1,002 1,011 1,047 2,013 968 1,285 1,344 

Average of non-state-

owned banks 

Interest expense 
14,023 22,027 19,571 22,742 42,346 58,572 71,852 90,346 88,546 82,325 103,986 116,289 

Fees and 

Commission 

Expenses 393 450 482 505 659 885 1,455 2,169 2,430 3,072 4,511 5,286 

Operating 

expenses 13,287 18,828 18,678 23,776 31,374 37,593 43,352 57,726 73,856 77,151 77,235 86,755 

Non-operating 

expenses 
76 97 68 80 98 166 125 180 119 198 262 287 

Data sources: CSMAR database: http://cndata.csmar.com/ and annual reports of sample banks. 
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  
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Figure 4-20  Industrial and Commercial Bank of China Expenditure Trend 

2007-2018 (RMB)

Interest Expenditure of Industrial and Commercial Bank of China

Operating expenses of Industrial and Commercial Bank of China

 Fees and Commission Expenses of Industrial and Commercial Bank of China

Non-operating Expenses of Industrial and Commercial Bank of China

Average Interest Expenditure of State-owned Banks

Average Operating Expenses of State-owned Banks

Average  Fees and Commission Expenses of State-owned Banks

Average Non-operating Expenses of State-owned Banks

0

2,000

4,000

6,000

8,000

10,000

12,000

14,000

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 4-21   Bank of China Expenditure Trend 2007-2018 (RMB)

Interest Expenditure of Bank of China

Operating Expenses of Bank of China

Fees and Commission Expenses of Bank of China
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  
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Figure 4-22  China Construction Bank Expenditure Trend 2007-2018 (RMB)
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Figure 4-23 Agricultural Bank of China Expenditure Trend 2007-2018 (RMB)

Interest Expenditure of Agricultural Bank of China

Operating Expenses of Agricultural Bank of China

Fees and Commission Expenses of Agricultural Bank of China

Non-operating Expenses of Agricultural Agricultural Bank of China

Average Interest Expenditure of State-owned Banks

Average Operating Expenses of State-owned Banks

Average Fees and Commission Expenses of State-owned Banks

Average Non-operating Expenses of State-owned Banks
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  

 

Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  
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Figure 4-24 Bank of Communications Expenditure  Trend 2007-2018 (RMB)
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Figure 4-25   China Merchants Bank Expenditure Trend 2007-2018 (RMB)

Interest Expenditure of China Merchants Bank

Operating Expenses of China Merchants Bank

Fees and Commission Expenses of China Merchants Bank

Non-operating Expenses of China Merchants Bank
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  
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Figure 4-26 Ping An Bank Expenditure Trend 2007-2018 (RMB)
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Figure 4-27  Shanghai Pudong Development Bank Expenditure Trend 2007-

2018 (RMB)

Interest Expenditure of Shanghai Pudong Development Bank

Operating Expenses of Shanghai Pudong Development Bank

Fees and Commission Expenses of Shanghai Pudong Development Bank

Non-operating Expenses of Shanghai Pudong Development Bank

Average Interest Expenditure of Non-state-owned Banks

Average Operating Expenses of Non-state-owned Banks
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Average Non-Operating Expenses of Non-state-owned Banks
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  
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sample  banks .  
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Figure 4-28   China Minsheng Bank Expenditure Trend  2007-2018 (RMB)
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Figure 4-29 Huaxia Bank Expenditure Trend  2007-2018 (RMB)

Interest Expenditure of Huaxia Bank
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks .  
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sample  banks .  
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Figure 4-30   China Everbright Bank Expenditure Trend  2007-2018 (RMB)
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Figure 4-31   CITIC Bank Expenditure Trend  2007-2018 (RMB)

Interest Expenditure of China CITIC Bank

Operating Expenses of China CITIC Bank

Fees and Commission Expenses of China CITIC Bank

Non-operating Expenses of China CITIC Bank
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks  
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Figure 4-32  Interest Expenditure of Sample Banks 2007-

2018
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Figure 4-33  Fees and Commission Expenses of Sample Banks 

2007-2018 
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks  
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sample  banks.  
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Figure 4-34  Operating Expenses of Sample Banks 2007-

2018
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Data  sources :  CSMAR da tabase :  h t tp : / /cnda ta .csmar.com/  and  annua l  repor ts  o f  

sample  banks.  

 

The cost - income rat io refers  to  the  rat io of  operat ing expenses  plus 

depreciat ion to  operat ing income.  The cost - income rat io  should not  be higher  

than 45%. In the sample,  the cost - income rat io  of  Agricul tural  Bank of  China,  

Huaxia Bank and Ping An Bank al l  exceeded the average value,  but  did not  

exceed 45%.  

Table  4 -11   Cos t - Income Rat io  o f  Sample  Banks  f rom 2007  to  2018  ( In  %)  

  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 1  2 0 1 2  2 0 1 3  2 0 1 4  2 0 1 5  2 0 1 6  2 0 1 7  2 0 1 8  

I n d u s t r i a l  a n d  

C o m m e r c i a l  

B a n k  o f  C h i n a  

3 4 . 4 8  2 9 . 5 4  3 2 . 8 7  3 0 . 6 1  2 9 . 3 8  2 8 . 5 6  2 8 . 0 3  2 6 . 7 5  2 5 . 4 9  2 5 . 9 1  2 4 . 4 6  2 3 . 9 1  

B a n k  o f  C h i n a  3 8 . 0 7  3 3 . 5 5  3 7 . 1 5  3 4 . 1 6  3 3 . 0 7  3 1 . 8 1  3 0 . 6 1  2 8 . 5 7  2 8 . 3  2 8 . 0 8  2 8 . 3 4  2 8 . 0 9  
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Figure 4-35  Non-operating Expenses of Sample Banks 

2007-2018 
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C h i n a  

C o n s t r u c t i o n  

B a n k  

3 5 . 9 2  3 0 . 7 1  3 2 . 9  3 1 . 4 7  2 9 . 7 9  2 9 . 5 7  2 9 . 6 5  2 8 . 8 5  2 6 . 9 8  2 7 . 4 9  2 6 . 9 5  2 6 . 4 2  

A g r i c u l t u r a l  

B a n k  o f  C h i n a  

4 3 . 3 6  4 4 . 7 1  4 3 . 1 1  3 8 . 5 9  3 5 . 8 9  3 6 . 7 6  3 6 . 3  3 4 . 5 6  3 3 . 2 8  3 4 . 5 9  3 2 . 9 6  3 1 . 2 7  

B a n k  o f  

C o m m u n i c a t i o n s  

4 0 . 2 6  3 9 . 3 8  3 8 . 8 7  3 1 . 8 9  3 0 . 1 3  2 9 . 7 1  2 9 . 3 5  3 0 . 2 9  3 0 . 3 6  3 1 . 6  3 1 . 8 5  3 1 . 5  

C h i n a  

M e r c h a n t s  B a n k  

3 5 . 0 5  3 6 . 7 8  4 4 . 8 6  3 9 . 9  3 6 . 1 9  3 5 . 9 8  3 4 . 3 6  3 0 . 5 4  2 7 . 6 7  2 8 . 0 1  3 0 . 2 3  3 1 . 0 2  

P i n g  A n  B a n k  3 8 . 9 3  3 5 . 9 9  4 1 . 7 6  4 0 . 8 4  3 9 . 9 9  3 9 . 4 1  4 0 . 7 7  3 6 . 3 3  3 1 . 3 1  2 5 . 9 7  2 9 . 8 9  3 0 . 3 2  

S h a n g h a i  

P u d o n g  

D e v e l o p m e n t  

B a n k  

3 8 . 6 2  3 6 . 6 9  3 5 . 9 9  3 3 . 0 6  2 8 . 7 9  2 8 . 7 1  2 5 . 8 3  2 3 . 1 2  2 1 . 8 6  2 3 . 1 6  2 4 . 3 4  2 5 . 1 2  

C h i n a  M i n s h e n g  

B a n k  

4 6 . 2 6  4 2 . 5 5  4 2 . 1 7  3 9 . 4 8  3 5 . 6 1  3 4 . 0 1  3 2 . 7 5  3 3 . 2 7  3 1 . 2 2  3 0 . 9 8  3 1 . 7 2  3 0 . 0 7  

H u a x i a  B a n k  4 0 . 3 9  4 1 . 4 1  4 4 . 8 8  4 3 . 4 1  4 1 . 8 9  3 9 . 9 5  3 8 . 9 3  3 7 . 5 7  3 5 . 0 1  3 4 . 5  3 2 . 9 6  3 2 . 5 8  

C h i n a  

E v e r b r i g h t  B a n k  

3 1 . 8 1  3 3 . 6 1  3 9 . 3  3 5 . 4 4  3 1 . 9 5  2 9 . 9 7  3 1 . 5 8  2 9 . 8 2  2 6 . 9 1  2 8 . 7 7  3 1 . 9 2  2 8 . 7 9  

C I T I C  B a n k  3 4 . 8 9  3 2 . 9 8  3 9 . 9 5  3 3 . 8 2  2 9 . 8 6  3 1 . 5 8  3 1 . 4 1  3 0 . 3 2  2 7 . 8 5  2 7 . 5 6  2 9 . 9 2  3 0 . 5 7  

A v e r a g e  o f  

s t a t e - o w n e d  

b a n k s  

3 8 . 4 2   3 5 . 5 8   3 6 . 9 8   3 3 . 3 4   3 1 . 6 5   3 1 . 2 8   3 0 . 7 9   2 9 . 8 0   2 8 . 8 8   2 9 . 5 3   2 8 . 9 1   2 8 . 2 4   

A v e r a g e  o f  n o n -

s t a t e - o w n e d  

b a n k s  

3 7 . 9 9   3 7 . 1 4   4 1 . 2 7   3 7 . 9 9   3 4 . 9 0   3 4 . 2 3   3 3 . 6 6   3 1 . 5 7   2 8 . 8 3   2 8 . 4 2   3 0 . 1 4   2 9 . 7 8   

Data  Sources :  Genius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  (2007-

2018)  

http://www.genius.com.cn/geniusData.html
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Data  Sources :  Genius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  and  

annua l  repor ts  o f  samp le  bank s .  

4.2.4 Safety Capabi l i ty Index  Analysis  

Non-performing loan rat io  refers  to  the proport ion of  non -performing loans 

in  the total  loan balance of  f inancial  insti tut ions.  According to  the  

requirements  of  the f i rs t  paragraph of  Art icle 9  of the Core Indicators for  

Risk Supervis ion of  Commercial  Banks ,  6 6  the non-performing loan rat io  of  

commercial  banks in  China should not  be higher than 5%. From the sample  

data,  both s tate -owned commercial  banks and non -state-owned commercial  

banks are  within the scope of  safety level ,  and the  relevant  changes  are  

relat ively s table.  

Capital  adequacy ra t io  refers  to  the  r isk rat io  weighted  by the capi tal  of  

                             
6 6

 I s s u e d  b y  R e g u l a t o r y  As s o c i a t io n  o f  C h in a ’ s  B a n k   I n s u r a n c e   In d u s t r y  o n  J a n u a r y  1 ,  

2 0 0 6  

0

10

20

30

40

50

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 4-36  Cost-income Ratio of Sample Commercial Banks from 

2007 to 2018 (In %)
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230 

 

commercial  banks,  and is  an importan t  indicator  to  measure the capi tal  

securi ty of  commercial  banks.  The higher the capi tal  adequacy rat io  of  a  

commercial  bank,  the greater  i ts  abi l i ty to  bear  the r isk of  defaul t  assets  and 

the smal ler  i ts  capi ta l  r isk.  From the sample data,  the average level  of  capi tal  

adequacy rat io  of  s tate -owned commercial  banks is  higher  than that  of  non -

state-owned commercial  banks.  It  can  be  seen that  the capi ta l  r isk of  s tate -

owned commercial  banks is  s l ight ly smal ler  than th at  of  non-state-owned 

commercial  banks.  

Provis ion coverage rate is  the rat io  of loan loss  reserve to  non -performing 

loans.  It  i s  a  reserve used to  offset  the  possible s tagnant  and bad debts  of  

commercial  banks.  The rat io  can measure whether  the reserve is  suff icient  

and can effect ively deal  with  the r isks  of  operat ion and management .  

According to  the  Guidel ines  on Provision for  Bank Loan Losses , 6 7   the  

provis ion rat io  for  loss loans is  at  least  100%. According to  the sample,  the  

average provis ion coverage rate of  non -state-owned commercial  banks is  

higher than  that  of  s tate -owned commercial  banks,  both higher than  the 

nat ional  s tandard.

 

                             
6 7

I s s u e d  b y  Th e  P eo p l e ' s  B a n k  o f  C h i n a  o n  Ap r i l  2 ,  2 0 0 2  
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Table 4-12  Capital Adequacy Ratio, Non-performing Loan Rate and Provision Coverage Rate of Sample Banks from 2007 to 2018 (In %) 

 Bank Name 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Capital adequacy ratio 

Industrial and Commercial Bank of China 13.09  13.06  12.36  12.27  13.17  13.66  13.31  14.53  15.22  14.61  15.14  15.39  

Bank of China 13.34  13.43  11.14  12.58  12.97  13.63  13.47  14.38  14.06  14.28  14.19  14.97  

China Construction Bank 12.58  12.16  11.70  12.68  13.68  14.32  13.34  14.87  15.39  14.94  15.50  17.19  

Agricultural Bank of China 8.06  9.41  10.07  11.59  11.94  12.61  12.57  12.82  13.40  13.04  13.74  15.12  

Bank of Communications 14.44  13.47  12.00  12.36  12.44  14.07  12.08  14.04  13.49  14.02  14.00  14.37  

China Merchants Bank 10.67  11.34  10.45  11.47  11.53  12.14  11.28  11.74  11.91  13.33  15.48  15.68  

Ping An Bank 5.77  8.58  8.88  10.19  11.51  11.37  11.04  11.75  10.94  11.53  11.20  11.50  

Shanghai Pudong Development Bank 9.15  9.06  10.34  12.02  12.70  12.45  11.36  11.86  12.23  11.65  12.02  13.67  

China Minsheng Bank 10.73  9.22  10.83  10.44  10.86  10.75  12.10  12.12  11.49  11.73  11.85  11.75  

Huaxia Bank 8.27  11.40  10.20  10.58  11.68  10.85  10.93  11.95  10.85  11.36  12.37  13.19  

China Everbright Bank 7.19  9.10  10.39  11.02  10.57  10.99  11.31  12.24  11.87  13.49  12.96  13.01  

CITIC Bank 15.27  14.32  10.14  11.31  12.27  13.44  11.24  12.33  11.87  11.98  11.65  12.47  

Average of state-owned banks 12.30  12.31  11.45  12.30  12.84  13.66  12.95  14.13  14.31  14.18  14.51  15.41  

Average of non-state-owned banks 9.58  10.43  10.18  11.00  11.59  11.71  11.32  12.00  11.59  12.15  12.50  13.04  

Non-performing loan ratio 

Industrial and Commercial Bank of China 2.74  2.29  1.54  1.08  0.94  0.85  0.94  1.13  1.50  1.62  1.55  1.52  

Bank of China 3.12  2.65  1.52  1.10  1.00  0.95  0.96  1.18  1.43  1.46  1.45  1.42  

China Construction Bank 2.60  2.21  1.50  1.14  1.09  0.99  0.99  1.19  1.58  1.52  1.49  1.46  

Agricultural Bank of China 23.57  4.32  2.91  2.03  1.55  1.33  1.22  1.54  2.39  2.37  1.81  1.59  

Bank of Communications 1.36  1.92  1.36  1.12  0.86  0.92  1.05  1.25  1.51  1.52  1.50  1.49  

China Merchants Bank 1.54  1.11  0.82  0.68  0.56  0.61  0.83  1.11  1.68  1.87  1.61  1.36  

Ping An Bank 5.62  0.68  0.68  0.58  0.53  0.95  0.89  1.02  1.45  1.74  1.70  1.75  

Shanghai Pudong Development Bank 1.46  1.21  0.80  0.51  0.44  0.58  0.74  1.06  1.56  1.89  2.14  1.92  

China Minsheng Bank 1.22  1.20  0.84  0.69  0.63  0.76  0.85  1.17  1.60  1.68  1.71  1.76  

Huaxia Bank 2.25  1.82  1.50  1.18  0.92  0.88  0.90  1.09  1.52  1.67  1.76  1.85  
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China Everbright Bank 1.25  2.00  1.25  0.75  0.64  0.74  0.86  1.19  1.61  1.60  1.59  1.59  

CITIC Bank 1.48  1.36  0.95  0.67  0.60  0.74  1.03  1.30  1.43  1.69  1.68  1.77  

Average of state-owned banks 6.68  2.68  1.77  1.29  1.09  1.01  1.03  1.26  1.68  1.70  1.56  1.50  

Average of non-state-owned banks 2.12  1.34  0.98  0.72  0.62  0.75  0.87  1.13  1.55  1.73  1.74  1.71  

provision coverage 

Industrial and Commercial Bank of China 103.50  130.15  164.41  228.20  266.92  295.55  257.19  206.90  156.34  136.69  154.07  175.76  

Bank of China 108.18  121.72  151.17  196.67  220.75  236.30  229.35  187.60  153.30  162.82  159.18  181.97  

China Construction Bank 104.41  131.58  175.77  221.14  241.44  271.29  268.22  222.33  150.99  150.36  171.08  208.37  

Agricultural Bank of China 93.42  63.53  105.37  168.05  263.10  326.14  367.04  286.53  189.43  173.40  208.37  252.18  

Bank of Communications 95.63  116.83  151.05  185.84  256.37  250.68  213.65  178.88  155.57  150.50  153.08  173.13  

China Merchants Bank 180.39  223.29  246.66  302.41  400.13  351.79  266.00  233.42  178.95  180.02  262.11  358.18  

Ping An Bank 48.28  105.14  161.84  271.50  320.66  182.32  201.06  200.90  165.86  155.37  151.08  155.24  

Shanghai Pudong Development Bank 191.08  192.49  245.93  380.56  499.60  399.85  319.65  249.09  211.40  169.13  132.44  154.88  

China Minsheng Bank 113.14  150.04  206.04  270.45  357.29  314.53  259.74  182.20  153.63  155.41  155.61  134.05  

Huaxia Bank 109.27  151.22  166.84  209.04  308.21  320.34  301.53  233.13  167.12  158.73  156.51  158.59  

China Everbright Bank 193.99  150.11  91.64  313.38  367.00  339.63  241.02  180.52  156.39  152.02  158.18  176.16  

CITIC Bank 110.01  150.03  149.36  213.51  272.31  288.25  206.62  181.26  167.81  155.50  169.44  157.98  

Average of state-owned banks 101.03  112.76  149.55  199.98  249.72  275.99  267.09  216.45  161.13  154.75  169.16  198.28  

Average of non-state-owned banks 135.17  160.33  181.19  280.12  360.74  313.82  256.52  208.65  171.59  160.88  169.34  185.01  

Data Sources: Genius Finance: http://www.genius.com.cn/geniusData.html , BankFocus: findabank.bvdinfo.com , and annual reports of sample banks .

http://www.genius.com.cn/geniusData.html
file:///C:/Users/alshe/Desktop/findabank.bvdinfo.com
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 Da ta  Sources :  Genius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  ,  

BankFocus :  f indabank .bvdinfo .com ,  and  annua l  repor ts  o f  sample  bank s .  

Data  Sources :  Genius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  ,  

BankFocus :  f indabank .bvdinfo .com ,  and  annua l  repor ts  o f  sample  ban ks .  
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Figure 4-37  Capital Adequacy Ratio of Sample Banks 2007-2018 (In %)
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Figure 4-38  Non-performing Loan Rate of Sample Banks 2007-2018 (In %)
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Data  Sources :  Genius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  ,  

BankFocus :  f indabank .bvdinfo .com ,  and  annua l  repor ts  o f  sample  banks .  

 

4.2.5 Analysis  of  Capi tal  Flow Capaci ty Indicators  

The loan-to-deposi t  rat io  can be used as  a  measurement  of  bank l iquidi ty 

from a s ide.  The higher the rat io ,  the more loan assets  corresponding to  

l iabil i t ies ,  the lower the bank l iquidi ty.  According to the sample data,  the 

rat io  of  Shanghai  Pudong Development  Bank and Huaxia Bank among non -

state-owned commercial  banks exceeds  100%, while the loan -to-deposi t  

rat io  of  s tate -owned commercial  banks is  lower than the  loan -to-deposi t  

rat io  of  non-state-owned commercial  banks .  
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Figure 4-39   Provisioning Coverage Rate of Sample Banks 2007-2018 (In %)
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Table 4-13  Loan-to-deposit Ratio of Sample Banks from 2007 to 2018 (In %) 

  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and 

Commercial Bank 

of China 

59.05 55.60 58.63 60.93 63.52 64.53 67.86 70.88 73.29 73.25 74.03 72.03 

Bank of China 64.78 63.71 73.45 75.08 71.93 74.83 75.34 77.93 77.89 77.08 79.78 79.41 

China 

Construction 

Bank 

61.27 57.77 60.24 62.47 65.05 66.23 70.28 73.45 76.71 76.33 78.85 80.56 

Agricultural Bank 

of China 
55.17 54.86 55.19 55.77 58.50 59.22 61.17 64.61 65.81 64.63 66.20 68.84 

Bank of 

Communications 
70.99 71.21 77.54 78.00 78.03 79.05 78.56 85.16 82.99 86.77 90.40 84.80 

China Merchants 

Bank 
71.35 69.91 73.74 75.45 73.92 75.20 79.17 76.08 79.07 85.79 87.72 89.37 

Ping An Bank 78.86 78.70 79.08 72.37 96.89 70.59 69.62 66.84 70.14 76.79 85.19 93.84 

Shanghai Pudong 

Development 

Bank 

72.17 73.64 71.71 69.96 71.93 72.37 73.05 74.46 76.01 92.03 105.16 109.98 

China Minsheng 

Bank 
82.68 83.78 78.28 74.64 73.28 71.88 73.33 74.48 74.96 79.86 94.54 96.51 

Huaxia Bank 69.76 73.24 73.96 68.78 68.24 69.51 69.90 72.13 79.10 88.92 97.22 108.11 

China Everbright 

Bank 
79.78 80.55 80.35 73.25 72.67 71.70 72.65 72.78 75.91 84.65 89.41 94.14 

CITIC Bank 73.07 70.30 79.41 73.04 72.87 73.74 73.21 76.78 79.45 79.08 93.82 99.78 

Average of state-

owned banks 
62.25 60.63 65.01 66.45 67.41 68.77 70.64 74.41 75.34 75.61 77.85 77.13 

Average of non-

state-owned banks 
75.38 75.73 76.65 72.50 75.69 72.14 72.99 73.36 76.38 83.87 93.29 98.82 

Data Sources: Genius Finance: http://www.genius.com.cn/geniusData.html , BankFocus: 

findabank.bvdinfo.com , and annual reports of sample banks 

http://www.genius.com.cn/geniusData.html
file:///C:/Users/alshe/Desktop/findabank.bvdinfo.com
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Asset - l iabi l i ty rat io  is  an index  to measure the abi l i ty of  commercial  banks 

using the  funds provided by credi tors  to  carry out  business  act ivit ies  and  to  

ref lect  the  degree of  securi ty of  credi tors  in  issuing loans.  The higher the  

asset - l iabi l i ty rat io  is  wi thin a reasonable range,  the s t ronger the bank's  

abi l i ty to  absorb deposits  and extend loans,  but the index  should not  exceed 

100%. Judging from the changes,  the  changes of  s tate -owned commercial  

banks and non-state -owned commercial  banks have no obvious rules ,  but  

both show a decreasing t rend.  In  2007,  the dis t r ibut ion of  asset - l iabi l i t y 

rat io  of  various books was relat ively scat tered,  but  by 2018,  there was a  

t rend of  convergence,  s table at  91% -93%. This  shows that  there is  no obvious  

difference  between s tate -owned commercial  banks and  non -state-owned 

commercial  banks in  the abi l i ty of  capi tal  operat ion and  the degree of  

securi ty of  credi tors  in  issuing loans.   
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Figure 4-40 Loan-to-deposit Ratio of Sample Banks from 2007 to 2018 (In %)

Industrial and Commercial Bank of
China
Bank of China

China Construction Bank

Agricultural Bank of China

Bank of Communications

China Merchants Bank

Ping An Bank

Shanghai Pudong Development
Bank
China Minsheng Bank

Huaxia Bank

China Everbright Bank

CITIC Bank

Average of state-owned banks

Average of non-state-owned
banks



237 

 

 

Table 4-14  Asset-Liability Ratio of Sample Banks from 2007 to 2018 (In %) 

  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Industrial and 

Commercial 

Bank of China 

93.73 93.78 94.24 93.89 93.81 93.57 93.24 92.54 91.89 91.79 91.79 91.53 

Agricultural 

Bank of China 
      94.75 94.44 94.33 94.20 93.54 93.19 93.25 93.21 92.59 

Bank of China 91.68 91.97 93.97 94.02 93.54 93.14 93.66 93.54 93.76 93.52 92.74 92.53 

China 

Construction 

Bank 

92.41 92.90 93.77 93.54 93.61 93.21 93.07 92.24 91.93 91.81 91.90 91.89 

Bank of 

Communications 
93.88 94.56 95.03 94.34 94.08 92.77 92.93 92.44 92.48 92.47 92.52 92.60 

Ping An Bank 96.31 96.54 96.52 95.43 94.01 94.72 94.08 94.01 93.56 93.15 93.16 92.98 

Shanghai Pudong 

Development 

Bank 

96.91 96.82 95.80 94.37 94.43 94.29 94.37 93.73 93.68 93.63 92.98 92.39 

Huaxia Bank 97.80 96.25 96.42 96.59 94.86 94.98 94.86 94.49 94.14 93.51 93.24 91.84 

China Minsheng 

Bank 
94.54 94.81 93.77 94.23 93.98 94.75 93.67 93.83 93.15 94.03 93.40 92.81 

China Merchants 

Bank 
94.81 94.92 95.51 94.42 94.10 94.12 93.38 93.34 93.39 93.21 92.32 91.94 

China Everbright 

Bank 
      94.51 94.45 94.98 93.66 93.44 92.93 93.75 92.53 92.60 

CITIC Bank 92.53 92.74 93.52 93.76 93.54 93.66 93.14 93.54 94.02 93.97 91.97 91.68 

Average of state-

owned banks 
92.93 93.30 94.25 94.11 93.90 93.40 93.42 92.86 92.65 92.57 92.43 92.23 

Average of non-

state-owned 

banks 

95.48 95.35 95.26 94.76 94.20 94.50 93.88 93.77 93.55 93.61 92.80 92.32 

Data Sources: Genius Finance: http://www.genius.com.cn/geniusData.html , BankFocus: 

findabank.bvdinfo.com , and annual reports of sample banks. 

http://www.genius.com.cn/geniusData.html
file:///C:/Users/alshe/Desktop/findabank.bvdinfo.com
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Data  Sources :  Geniu s  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  ,  

BankFocus :  f indabank .bvdinfo .com ,  and  annua l  repor ts  o f  sample  banks .  

Deposi ts are the main source of  f unds for  banks,  and the scale of  deposits  

res t r icts  the scale of  loans.  Therefore,  the deposi t  growth rate is  also an 

important  indicator  of  the sustainabl e development  abi l i ty of  the banking 

industry.  Interest  income from loans is  the main source  of  income for  

commercial  banks,  and the scale of  loans rest r icts  the scale of  profi ts .  In  

this  indicator,  the deposi t  scale and loan scale of  s tate -owned commercia l  

banks are both bet ter  than those of  non -state-owned commercial  banks,  

further  demonstrat ing the  obvious advantages of  s tate -owned commercial  

banks in  scale and reputat ion.   

  

88.00%

89.00%

90.00%

91.00%

92.00%

93.00%

94.00%

95.00%

96.00%

97.00%

98.00%

99.00%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure 4-41  Asset-Liability Ratio of Sample Banks 2007-2018 (In %)

Industrial and Commercial Bank
of China
Agricultural Bank of China

Bank of China

China Construction Bank

Bank of Communications

Ping An Bank

Shanghai Pudong Development
Bank
Huaxia Bank

China Minsheng Bank

China Merchants Bank

China Everbright Bank

CITIC Bank

Average of state-owned banks

Average of non-state-owned
banks

http://www.genius.com.cn/geniusData.html
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239 

 

Table 4-15  Total Deposits and Loans of Sample Banks 2007-2018 (Unit: Million RMB) 

  2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 

Industrial and Commercial Bank 

of China 

Total deposit 21,408,934 19,226,349 17,825,302 16,281,939 15,556,601 14,620,825 13,642,910 12,261,219 11,145,557 9,771,277 8,223,446 6,898,413 

Total loans 15,419,905 14,233,448 13,056,846 11,933,466 11,026,331 9,922,374 8,803,692 7,788,897 6,790,506 5,728,626 4,571,994 4,073,229 

Bank of China 

Total deposit 14,883,596 13,657,924 12,939,748 11,729,171 10,885,223 10,097,786 9,173,995 8,817,961 7,539,153 6,685,049 5,173,352 4,400,111 

Total loans 11,819,272 10,896,558 9,973,362 9,135,860 8,483,275 7,607,791 6,864,696 6,342,814 5,660,621 4,910,358 3,296,146 2,850,561 

China Construction Bank 

Total deposit 17,108,678 16,363,754 15,402,915 13,668,533 12,898,675 12,223,037 11,343,079 9,987,450 9,075,369 8,001,323 6,375,915 5,340,316 

Total loans 13,783,053 12,903,441 11,757,032 10,485,140 9,474,523 8,590,057 7,512,312 6,496,411 5,669,128 4,819,773 3,683,575 3,272,157 

Agricultural Bank of China 

Total deposit 17,346,290 16,194,279 15,038,001 13,538,360 12,533,397 11,811,411 10,862,935 9,622,026 8,887,905 7,497,618 -- -- 

Total loans 11,940,685 10,720,611 9,719,639 8,909,918 8,098,067 7,224,713 6,433,399 5,628,705 4,956,741 4,138,187 -- -- 

Bank of Communications 

Total deposit 5,724,489 4,930,345 4,728,589 4,484,814 4,029,668 4,157,833 3,728,412 3,283,232 2,867,847 2,372,055 1,865,815 1,555,809 

Total loans 4,854,228 4,456,914 4,102,959 3,722,006 3,431,735 3,266,368 2,947,299 2,561,750 2,236,927 1,839,314 1,328,590 1,104,460 

China Merchants Bank 

Total deposit 4,400,674 4,064,345 3,802,049 3,571,698 3,304,438 2,775,276 2,532,444 2,220,060 1,897,178 1,608,146 1,250,648 943,534 

Total loans 3,933,034 3,565,044 3,261,681 2,824,286 2,513,919 2,197,094 1,904,463 1,641,075 1,431,451 1,185,822 874,362 673,167 

Ping An Bank 

Total deposit 2,128,557 2,000,420 1,921,835 1,733,921 1,533,183 1,217,002 1,021,108 640,585 562,912 454,635 360,514 281,277 

Total loans 1,997,529 1,704,230 1,475,801 1,216,138 1,024,734 847,289 720,780 620,642 407,391 359,517 283,741 221,814 

Shanghai Pudong Development 

Bank 

Total deposit 

 
3,227,018 3,037,936 3,002,015 2,954,149 2,724,004 2,419,696 2,134,365 1,851,055 1,638,680 1,295,342 947,294 763,473 

Total loans 3,549,205 3,194,600 2,762,806 2,245,518 2,028,380 1,767,494 1,544,553 1,331,436 1,146,489 928,855 697,565 550,988 

China Minsheng Bank 

Total deposit 3,167,292 2,966,311 3,082,242 2,732,262 2,433,810 2,146,689 1,926,194 1,644,738 1,416,939 1,127,938 785,786 671,219 

Total loans 3,056,746 2,804,307 2,461,586 2,048,048 1,812,666 1,574,263 1,384,610 1,205,221 1,057,571 882,979 658,360 554,959 

Huaxia Bank 

Total deposit 1,492,492 1,433,907 1,368,300 1,351,663 1,303,216 1,177,592 1,036,000 896,024 767,622 581,678 485,350 438,782 

Total loans 1,613,516 1,394,082 1,216,654 1,069,172 939,989 823,169 720,168 611,463 527,937 430,226 355,478 306,078 

China Everbright Bank 

Total deposit 2,571,961 2,272,665 2,120,887 1,993,843 1,785,337 1,605,278 1,426,941 1,225,278 1,063,180 807,703 -- -- 

Total loans 2,421,329 2,032,056 1,795,278 1,513,543 1,299,455 1,166,310 1,023,187 890,365 778,828 648,969 -- -- 
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CITIC Bank 

Total deposit 3,616,423 3,407,636 3,639,290 3,182,775 2,849,574 2,651,678 2,255,141 1,968,051 1,730,816 1,341,927 945,835 787,211 

Total loans 3,608,412 3,196,887 2,877,927 2,528,780 2,187,908 1,941,175 1,662,901 1,434,037 1,264,245 1,065,649 664,924 575,208 

Average value of state-owned 

banks 

Total deposit 15,294,397 14,074,530 13,186,911 11,940,563 11,180,713 10,582,178 9,750,266 8,794,378 7,903,166 6,865,464 5,409,632 4,548,662 

Total loans 11,563,429 10,642,194 9,721,968 8,837,278 8,102,786 7,322,261 6,512,280 5,763,715 5,062,785 4,287,252 3,220,076 2,825,102 

Average value of non-state-

owned banks 

Total deposit 2,943,488 2,740,460 2,705,231 2,502,902 2,276,223 1,999,030 1,761,742 1,492,256 1,296,761 1,031,053 795,905 647,583 

Total loans 2,882,824 2,555,887 2,264,533 1,920,784 1,686,722 1,473,828 1,280,095 1,104,891 944,845 786,002 589,072 480,369 

Data Sources: Genius Finance: http://www.genius.com.cn/geniusData.html , BankFocus: findabank.bvdinfo.com , and annual reports of sample banks.  

http://www.genius.com.cn/geniusData.html
file:///C:/Users/alshe/Desktop/findabank.bvdinfo.com
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Data  Sources :  Genius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  ,  

BankFocus :  f indabank .bvdinfo .com ,  and  annua l  repor ts  o f  sample  bank s .  

 

Data  Sources :  Ge nius  Finance :  h t tp : / /www.genius .com.cn /gen iusData .h tml  ,  

BankFocus :  f indabank .bvdinfo .com ,  and  annua l  repor ts  o f  sample  bank s .  
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Figure 4-42  Total deposit of Sample Banks 2007-2018 (Unit: Million RMB)
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Figure 4-43  Total Loans of Sample Banks 2007-2018 (Unit: Million RMB)
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5. Establishment of Performance Evaluation System and 

DEA Empirical Analysis  

5.1 Overview of Data Envelopment Analysis  

5.1.1 Basic Ideas  of  Data Envelopment  Analysis  Method  

Data Envelopment  Analysis  (DEA) is  a  l inear  programming technique and is  

the most  commonly used non-parametric  front ier  eff iciency analysis  method.  

It  was original ly proposed by famous s t rategis ts  Charnes,  Cooper and  

Rhodes(CCR, 1978) to evaluate the eff iciency of  publ ic and non -profi t  

sectors .  6 8  The basic idea of  DEA is  to  regard  an economic system or a  

product ion process  as  an ent i ty (a uni t )  wi thin a certain possible range,  

through the input of  a  certain number of  product ion factors  and the output 

of  a  certain number  of  "products" act ivi t ies ,  su ch ent i t ies  (uni ts)  are cal led 

Decis ion Making Units  (DMU).   

Then,  a  large number of  DMUs form the evaluated group.  Through the  

analysis  of  the input  or  output rat io ,  the weight  of  each input  or  output index 

of  DMU is used as  a  variable to  carry out evalua t ion and calculat ion, so as  

to determine the front of  effect ive product ion and whether  DMU is DEA 

eff icient  ( i .  e .  wi th the highest  relat ive  eff iciency) .  At  the same t ime,  the 

project ion method can be used to  point  out  the reasons why DMU is not  DEA 

                             
6 8  S u b h a s h  C .  R a y.  D a t a  E n v e l o p m e n t  A n a l y s i s  w i t h  A l t e r n a t i v e  R e t u r n s  t o  S c a l e [ M ] . S p r i n g e r  I n t e r n a t i o n a l  

P u b l i s h i n g : 2 0 1 9 - 1 2 - 1 4 .  
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eff icient  or  weak DEA eff icient  and the  d irect ion and degree to  be improved.   

Specif ical ly,  DEA is  an improved weighted rat io  method.  The weight  of  each  

input  or  output is  not  given in  advance by the evaluator,  but  the relat ive  

benefi t  of  the evaluated uni t  i s  t aken  as  the object ive  funct ion and obtained  

through opt imizat ion.  The rest r ict ion of  the model  is  that  the relat ive  

eff iciency of  the total  output  of al l  decis ion -making uni ts to  the total  input  

shal l  not  be greater  than 1,  al l  weights shal l  not  be negat iv e,  and al l  

decis ion-making uni ts  shal l  have uniform weights .  6 9Since the evaluat ion of  

the relat ive benefi ts  of  each decis ion -making uni t  i s  based on  other  decis ion -

making uni ts  with s imilar  input  and output ,  the select ion of  the weight  in  

the calculat ion i s  to maximize the relat ive benefi ts  of  the evaluated uni t ,  so  

the evaluat ion of  each uni t  always gives  i t  the weight  of  using the least  input 

and obtaining the highest  output .  Through this calculat ion,  we wil l  f inal ly 

get  a  group of  decis ion -making uni ts  with the highest  benefi ts .  Compared  

with other  uni ts ,  their  specif ic  input  and output  i tems are  at  the f ront ier.  

This  resul t  can be helpful  to  get  decis ion -making uni ts  with high benefi ts  

due to  specif ic  advantages.  When a decis ion -making uni t  fal ls  on the front ier  

boundary,  we cal l  the decis ion -making uni t  eff icient ,  and i ts  relat ive 

eff iciency value  is  1 ,  which means that  under other  condi t ions,  the decis ion -

making uni t  cannot  reduce input  or  increase output .  If  the decis ion -making 

unit  fal ls  wi thin the  bo undary,  the  decis ion -making uni t  i s  ineff icient ,  and 

                             
6 9  G u o  J u n m e i .  R e s e a r c h  o n  t h e  P e r f o r m a n c e  E v a l u a t i o n  o f  C h i n a ' s  L i s t e d  C o m m e r c i a l  B a n k s  B a s e d  o n  D E A  

[ D ]  . S o u t h w e s t e r n  U n i v e r s i t y  o f  F i n a n c e  a n d  E c o n o m i c s ,  2 0 1 2 .  
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the eff iciency value at  this  t ime is  between 0 and 1,  which indicates  that  the  

input  can be reduced or  the output can be increased under the condi t ion that  

the input  is  unchanged.   

5.1.2 Features  and Advantages of  Data Envelopment  Analys is  Methods  

Each DMU can be regarded as  the same ent i ty,  that  is ,  each DMU has the 

same input and output  under a certain perspect ive.  Through the  

comprehensive analys is  of  the input  and output  data,  DEA can  obtain the  

quant i tat ive index  of  the comprehensive eff iciency of  each DMU. Based on  

this ,  the DMU can be ranked in order  to  determine the effec t ive DMU (i .  e .  

the DMU with the highest  relat ive eff iciency),  and point out the reasons and 

extent  of  the ineffect iveness  of  oth er  DMUs,  so as  to  provide management  

informat ion to  the competent  department .  DEA can also judge whether  the  

input  scale of  each DMU is  appropriate ,  and give the correct  di rect ion and 

degree for  each DMU to adjust  the input  scale.  7 0  

DEA, a nonparametr ic  me thod,  has  the fol lowing advantages:  1 .  DEA does  

not  need to  construct  a  certain basic product ion funct ion and est imate the  

parameter  coeff icient of  the funct ion,  which can avoid inaccurate resul ts  

caused by wrong set t ing of  the funct ion form. 2.  DEA can ob ject ively 

generate weights  through mathematical  planning and effec t ively deal  with  

the problem of inconsistent  input  (or  output)  uni ts .  3 .  DEA can effect ively 

                             
7 0  T a n g  Y u n h e .  R e s e a r c h  o n  D E A  C o m p r e h e n s i v e  E v a l u a t i o n  o f  O p e r a t i o n a l  E f f i c i e n c y  o f  C o m m e r c i a l  B a n k s  

[ D ] .  U n i v e r s i t y  o f  S c i e n c e  a n d  T e c h n o l o g y  o f  C h i n a ,  2 0 0 9 .  
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deal  with qual i tat ive and quant i tat ive input (or  output)  indicators ,  i .  e .  the 

compat ibil i ty of  r at io  scale and sequence scale data,  and i t  i s  less  l imited by 

the amount  of  observed values .   

5.1.3 CRS Model  with Constant  Return on Scale  

 

 

 

1.  Technical  Efficiency-TE refers  to  the  minimum input  combinat ion when 

producing a given  output  level .  TE reflects  an enterpr ise 's  abi l i ty to  

maximize i ts  output  at  a  given input  level .  Al locat ion Efficiency -AE refers  

to  the maximum output  capaci ty that  a n  enterprise  can obta in through the 

use of  organizat ional  resources  with the input  price  given.  The combinat ion 

of  the two forms the total  Economic Efficiency -EE,  which reflects  the  

DMU's abi l i ty to  minimize costs  when producing a given output .  7 1  

As shown in Figure 5-1,  X1 and X2 are  two inputs  for  the  decis ion uni t  to  

produce product  y.  Assuming constant  returns  on scale,  the equal  output  

curve SS '  represents  al l  eff icient  combinat ions of  X1 and X2,  and al l  points  

                             
7 1  Z h a n g  J i a n h u a . D E A  m e t h o d  f o r  e f f i c i e n c y  r e s e a r c h  o f  c o m m e r c i a l  b a n k s  i n  C h i n a  a n d  e m p i r i c a l  a n a l y s i s  

o f  e f f i c i e n c y  f r o m  1 9 9 7  t o  2 0 0 1  [ J ]  . F i n a n c i a l  R e s e a r c h ,  2 0 0 3  ( 0 3 ) :  1 1 - 2 5 .  

Figure  5 -1   Technica l  e ff ic iency and  a l loca t ion  e ff ic iency wi th  cons tan t  

re tu rns  to  sca le  
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on the SS '  curve represent  technical ly eff icient  DMU. The technical  

eff iciency of  any DMU can reflect  the qual i ty of  input  elements  and whether  

the combinat ion of  elements  is  optimized or  not .  In  a given l imited sample 

data,  the technical  eff iciency of  one  DMU is  measured  according to  the input  

and output  of  relat ively few other  DMUs.  Therefore,  the  value of  TE is  a  

relat ive number.   

If  price informat ion of  elements  X1 and X2 can be  obtained,  then we can  

obtain the equal  cos t  curve  AA'.  The cut -off  point  Q' represents the opt imal  

operat ing point .  DMU at this point  is  not  only technical ly effect ive,  but also 

cost -effect ive.  DMU at  point  Q represents  effect ive technology.  Compared  

with point  A on the equal  cost  curve,  i t  i s  not  cost  effect ive because i t  

deviates  from the minimum cost  equi l ibrium. In a ddi t ion,  DMU at point  P is  

nei ther  technical ly eff icient  nor cost -eff icient ,  because i t  puts  in  more  

elements  than Q in the case of  the same product ion with Q.   

Farrel l  defines  the  technical  eff iciency at  point  P as  OQ/OP and the 

configurat ion eff iciency as  OR/OQ. Obviously,  the equal  yield curve  SS '  

represents  the set  of  al l  technical  eff ic iency points  that  produce the same 

yield,  whi le the upper s ide is  the tech nical  ineff iciency point .   

Economic eff iciency EE=OR/OP=（ OQ/OP） ×（ OR/OQ） =TE×AE, thus,  i t  

i s  the product  of  technical  eff iciency and configurat ion eff ic iency.  Economic 

eff iciency and  al locat ion eff iciency can be measured only when input  prices  

are avai lable,  whi le  technical  eff iciency can be  measured only based  on 
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input-output  data.  These three eff iciency values  are between 0 and 1,  and 

the value equal  to  1 means eff iciency,  otherwise i t  means ineff iciency.   

2.  CRS Model  with Constant  Returns  on Scale  

CRS model  is  the most  basic DEA model  (also cal led CCR model)  proposed  

by Chames,  Cooper and Rhodes(1978).  The model  assumes that  there are n  

banks,  each bank is  a  DMU with m inputs  and s  outputs .  7 2  

The input  data and output  data of  each bank are represented by𝑥𝑖𝑗,𝑦𝑖𝑗 

𝑥𝑖𝑗 = the input  amount of  the decis ion uni t 𝑗  ( recorded as 𝐷𝑀𝑈𝑗 )  to  the 

input type 𝑖,  𝑥𝑖𝑗> 0;  

𝑦𝑖𝑗== output  quant i ty of  the decis ion uni t  𝑗(recorded as𝐷𝑀𝑈𝑗)  to  the output 

type 𝑟,𝑦𝑖𝑗> 0;  

𝑣𝑖= A measure (or  weight)  of  the input  type 𝑖;  

𝑢𝑟= A measure (or  weight)  of  the output  type 𝑟;  

I=1,2,…,m;j=1,2,…,n;r=1,2,…,s.   

For convenience,  wr i te  i t  down as  

𝑋𝑗 = (𝑥1𝑗 , 𝑥2𝑗 , … , 𝑥𝑚𝑗)
𝜏

, 𝑗 = 1 , … , 𝑛; 

                             
7 2  Lu  F e n g .  M e a s u r e m e n t  a n d  R e s e a r c h  o n  t h e  E f f i c i e n c y  o f  C h i n e s e  C o m m e r c i a l  B a n k s  [ D ]  . S h a n x i  

U n i v e r s i t y ,  2 0 1 2 .  
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𝑌𝑗 = (𝑦1𝑗 , 𝑦2𝑗 , … , 𝑦𝑚𝑗)
𝜏, 𝑗 = 1 , … , 𝑛; 

𝑣 = (𝑣1 , 𝑣2 , … , 𝑣𝑚)
𝜏

; 

𝑢 = (𝑢1 , 𝑢2 , … , 𝑢𝑠)
𝜏

 

Here,  𝑋𝑗 and 𝑌𝑗 are the input  and output  of  𝐷𝑀𝑈𝑗  respect ively.  They are  

constants ,  which can be obtained according to  his torical  data or  s tat is t ical  

data.  V  and 𝑢 are respect ively the weight  vectors  corresponding to  m  

inputand s  output ,  and are variables .   

For𝐷𝑀𝑈𝑗 ,  i t s  eff iciency evaluat ion index  is :  ℎ𝑗 =
𝑢𝜏𝑌𝑗

𝑣𝜏𝑌𝑋𝑗
, 𝑗 = 1,2, … , 𝑛 :  we can  

always choose appropriate weight  coeff icients  v  and u to  make ℎ𝑗≤1.   

Now invest igate the eff iciency evaluat ion of𝐷𝑀𝑈𝑗0:  The fol lowing fract ional  

programming problem is formed by taking the eff iciency evaluat ion index 

ℎ𝑗0 =
𝑢𝜏𝑌𝑗0

𝑣𝜏𝑌𝑋𝑗0
 of  𝐷𝑀𝑈𝑗0  as  the target  and the eff iciency index  ℎ𝑗 =

𝑢𝜏𝑌𝑗

𝑣𝜏𝑌𝑋𝑗
, 𝑗 =

1,2, … , 𝑛of al l  decis ion-making uni ts  ( including𝐷𝑀𝑈𝑗0)  as  the constraint :  

{
 
 

 
 𝑚𝑎𝑥ℎ𝑗0 =

𝑢𝜏𝑌𝑗0

𝑣𝜏𝑌𝑋𝑗0

ℎ𝑗 =
𝑢𝜏𝑌𝑗

𝑣𝜏𝑌𝑋𝑗
≤ 1, j = 1,2, . . . , n,

𝑢 ≥ 0, 𝑣 ≥ 0

(Formula 5-1)  

Formula 5-1  is  CRS model .  The fract ional  programming is  di ff icul t  to  

calculate and can be  divided into a l inear  programming form of an equat ion 

through t ransformat ion,  namely:  
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{
 
 

 
 𝑚𝑎𝑥𝑢𝜏𝑌𝑗0
𝜔𝜏𝑋𝑗 − 𝜇𝜏𝑌𝑗𝑥 ≥ 0, 𝑗 = 1,2, . . . , 𝑛

𝜔𝜏𝑋𝑗 = 1

𝜔 ≥ 0， 𝜇 ≥ 0

(Formula 5-2)  

Where,𝜔,𝜇 i s  the opt imal  solut ion of  Formula5 -2,  sat isfying𝜔𝜏𝑋𝑗 = 1，𝜔 ≥

0， 𝜇 ≥ 0 

According to  the def init ion of Farrel l (1957),  assuming that θ  i s  the technical  

eff iciency (CRS eff iciency) value of  the bank under invest igat ion ( i .  

e .𝐷𝑀𝑈𝑗0) ,  sat isfying0≤𝜃≤1,  the dual  programming of  the l inear  programming 

is:  

{
 
 

 
 𝑚𝑖𝑛𝜃
∑ 𝑋𝑗𝜆𝑗 ≤ 𝜃𝑋𝑗0
𝑛
𝑗=1

∑ 𝑌𝑗𝜆𝑗 ≥ 𝑌𝑗0
𝑛
𝑗=1

𝜆𝑗 ≥ 0, 𝑗 = 1,2, … , 𝑛

(Formula 5-3)  

Formula 5-3 is  easier  to solve.  This  is  the CRS model  we usual ly see.  Here,  

𝜃 i s  a  scalar  quant i ty.  When𝜃<1 ,  i t  indicates  that  the DMU is ineff icient  and  

i ts  input of  elements is  wasted.  therefore,  the use of  i ts  input  must  be 

reduced proport ional ly by 1-𝜃;𝜃=1  indicates that  the DMU is  eff icient .  If  al l  

the values  𝜃of 𝐷𝑀𝑈𝑗are so lved,  the overal l  technica l  eff iciency of  each bank 

can be obtained.   

5.2 Ideas for Empirical Analysis  

On the basis of  fol lowing the f ive principles  of  comprehensiveness ,  

control labi l i ty,  avai labi l i ty,  relevance and accuracy,  this  paper compares  and 

analyzes  the current  management  performance evaluat ion concepts  and  
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evaluat ion systems of  commercial  banks at  home and abroad,  and selects  

input  and output  indicators  to  es tabl ish a performance index  system for  the  

three aspects  of  commercial  banks '  operat ing capabi l i ty,  profi tabi l i ty and  

growth capabi l i ty.   

Based on the data of  11 years  f rom 2007 to 2018,  this  paper takes  12 

representat ive l is ted joint -s tock commercial  banks in  China as  research 

samples  and conducts  DEA analysis .  The data obtained from DEA analysis  

are compared  horizontal ly and vert ical ly to  analyze the causes  of  

performance differences among banks and between years .   

5.3 Establishment of Performance Indicator System  

Selec t ing  reasonable  per formance  eva lua t ion  indexes  i s  the  bas is  fo r  es tab l i sh ing  a  

per formance  evaluat ion system. We can  select  some indexes from many 

indexes that  can  reflect  the operat ing performance of  commercial  banks for  

research,  and then we can evaluate the operat ing performance of  commercial  

banks.  Therefore,  the establ ishment  of  index  system plays an important  role 

in  the object ive,  accurate and scient i f ic  evaluat ion.  

5.3.1 Principles  for  Select ing Performance Evaluat ion Indicators  

The purpose of  es tabl ishing the index  sys tem is  to  make a comprehensive 

evaluat ion of  economic phenomena based on actual  data.  In  order  to  ensu re  

the science,  rat ional i ty and effect iveness  of  the index  sys tem, we must  

fol low the fol lowing principles  when establ ishing an effect ive index  system:  
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I.  Principle of  comprehensiveness  

That  is ,  the coverage of  the indicators  should be ex tensive and 

comprehensive,  and they should be able to  ful ly and comprehensively ref lect  

the bank's  operat ing performance.   

The fundamental  purpose of  es tabl ishing a  performance evaluat ion model  is  

to  assess  the operat ing condi t ions of  commercial  banks,  judge the viabi l i ty 

and development  potent ial  of  banks through assessment ,  and ident i fy 

whether  the overal l  operat ion of  banks is  heal thy.  Therefore,  the index  

system should ful ly ref lect  the general  principles  of  l iquidi ty,  safety and  

profi tabi l i ty of  bank management ,  and thr ough the set t ing of  indexes and the  

dist r ibut ion of  weights ,  promote the optimizat ion of business s t ructure ,  

improve asset  qual i ty,  resolve r isks  and real ize the maximizat ion of  bank 

value.  7 3  

II.  Principle of  cont rol labi l i ty  

That  is ,  the selected  indicator s  can be control led and managed by the  bank 

through operat ion and management  or  o ther  methods.   

If  the selected indicators  are uncontrol lable for  the evaluat ion object ,  then 

these indicators  also have no pract ical  s ignif icance.  Because  no mat ter  how 

banks do i t ,  i t  cannot  affect  this  index ,  so the index  chosen i s  meaningless .  

                             
7 3  P e n g  J i a n z h o u . T a l k i n g  a b o u t  t h e  p r o b l e m s  a n d  c o u n t e r m e a s u r e s  i n  t h e  p e r f o r m a n c e  e v a l u a t i o n  s y s t e m  o f  

C h i n a ' s  c o m m e r c i a l  b a n k s  [ J ]  . C h i n a  C o l l e c t i v e  E c o n o m y ,  2 0 1 9  ( 2 4 ) :  1 1 1 - 1 1 3 .  



252 

 

Therefore,  the selec ted indicators  must  be control lable for  banks.   

III.  Principle of  avai labil i ty  

Also known as  the principle of  feasibi l i ty or  operabi l i ty,  this refers  to  the 

avai labi l i ty of  data,  that  is ,  operabi l i ty.  On the surface,  this  seems to be in  

confl ict  wi th the comprehensive princip le put forward earl ier,  but  in fact  i t  

i s  not .  What  we want  here is  to  fol low the principle of  avai labi l i ty as  much 

as  possible on the premise o f  fol lowing the principle of  comprehensiveness .  

This  is  because the index  data in  the evaluat ion model  must  be easi ly 

avai lable.  If  the evaluat ion work is di ff icul t  to  carry out  or  the cost  is  too 

high,  the index  system will  lose i ts  pract icabi l i ty.  Theref ore,  the avai labi l i ty 

of  data should be considered as  much as  possible when selec t ing indexes.   

IV.  Principle of  relevance  

It  means to  select  those indicators  that  are closely related  to  the bank's  

performance,  i .  e .  those that  have great  impact  on the ban k's  operat ing 

performance.  In  this  way,  i t  i s  possible to  exclude those indexes with weak 

correlat ion,  avoid the index  system being too  complicated,  make i ts  

operat ion s imple and easy,  and more comprehensively and  systematical ly 

ref lect  the bank 's  performance with fewer indexes (fewer quant i ty and fewer  

levels) .   

V.Principle of  accuracy  

There are many indicators  related to  the operat ing performance of  



253 

 

commercial  banks.  We should focus on the select ion of  indicators  rather  than 

on the quant i ty.  We should foc us on the key points  and not  cover al l  aspects .  

Otherwise,  we cannot accurately evaluate the operat ing condit ions of  the 

assessed objects ,  and we cannot  effect ively guide the banks to  achieve the  

overal l  operat ing object ives .  We should mainly consider  whet her  the  

selected indicators  are representat ive and can  accurately ref lect  most  of  the  

informat ion of  commercial  banks '  opera t ing performance.  We should discard 

some non-important  indicators  to  form the best  indicator  sys tem.  

5.3.2 Establishment  of  Index  S ystem  

The funct ion of  bas ic indicators  is  to  comprehensively and  clearly ref lect  

the operat ing performance and  basic benefi t  level  of  commercial  banks.  It  i s  

the most  basic and  important  indicator  to  evaluate the performance of  

commercial  banks.  According to  the above f ive principles ,  this  paper selects  

the evaluat ion index for  commercial  banks '  operat ion abi l i ty,  p rofi tabi l i ty 

and growth abi l i ty.  The specif ic  design of  the index  system is  as  fol lows:  

I.  Operat ional  Capaci ty Indicators  

In the process  of  ope rat ion,  banks wil l  gain certain income and profi ts  by 

invest ing certain labor,  assets  and capi tal  to  operate.  Therefore,  the input 

and output  indicators  in  this  paper are selected as  fol lows:  

Input :  Number of  Employees,  Net  Fixed Assets ,  Paid -in Capi tal  

Output:  operat ing income,  net  profi t  
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II.  Profi tabi l i ty indicators  

As an economic ent i ty,  the bank 's  ul t imate goal  must be to  obtain profi ts .  

Therefore,  i t  needs to  input  certain economic costs  to  obta in profi ts .  The 

input  and output  indicators  selected in  this  paper are:  

Input :  interest  expense,  operat ing expenses ,  net  asset  Output:  interes t  

income,  investment  income,  net  profi t  

What needs to  be explained here is  that  al though the bank's  investment  

includes many other  aspects  from the perspect ive of  capi tal ,  due to the  

avai labi l i ty of  data,  only the three most  important  indicators  are selected as  

input  indicators  in  this  paper.   

III.  Indicators  of  growth capaci ty  

The performance growth capabi l i ty index  of  commercial  banks examines a  

dynamic eff iciency of  commercial  banks.  We regard the bank as  a cont inuous  

operat ing ent i t y and  dis t inguish the performance by year.  We have reason to 

bel ieve that  the performance of  the bank in the current  year  is  closely related  

to  the basis  of  the performance of  the  previous year.  In  other  words,  the  

current  income of  the bank is  based  on the use of  the  funds of  the previous 

year.  Therefore,  we determ ine the fol lowing input  and output :  Input :  total  

assets  of  the previous year,  owner 's  equi ty of  the previous year  and net  profi t  

of  the previous year.  Output :  Increase in  assets  this  year,  increase in  owner 's  

equi ty this  year  and increase in  net  profi t  thi s  year  
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5.4 DEA Empirical Analysis in Performance Evaluation of  

Chinese Commercial Banks  

5.4.1 Select ion of  Samples  

According to  the  needs of  analysis  and the avai labi l i ty of  data,  this  paper  

selects  the data of  nearly 11 years  f rom 2007 to 2018 and takes  1 2 

representat ive l is ted joint -s tock commercial  banks in  China as  research 

samples .  They are:  Industr ial  and Commercial  Bank of  China ,  Bank of  China, 

China Construct ion Bank,  Agricul tural  Bank of  China,  Bank of  

Communicat ions,  CITIC Bank,  Huaxia Bank,  China  Minsheng Bank,  Ping An 

Bank,  China Merchants  Bank， China Everbright  Bank  and Shanghai  Pudong 

Development  Bank.  Among them, Five banks in  front  are s tate-control led 

large commercial  banks,  whi le the other  seven are  nat ional  smal l  and  

medium-sized joint -s tock commercial  banks.  Most  of  the data in  this  ar t icle 

come from the 2007-2018 Almanac of  China's  Finance and Banking  and the  

annual  reports  of  commercial  banks publ ished on the websi te  of  the China 

Banking Associat ion.  Individual  data are  obtained through calculat ion.   

Among them, in  order  to  obtain accurate and detai led operat ing data,  the  

data of  commercial  banks l isted in  A shares  and H shares  from 2007 to 2018 

are ini t ial ly selected, and then data of  commercial  banks with abnormal  

operat ing resul ts  and short  l i s t ing t ime are excluded (shor t  l i s t ing t ime:  

Postal  Savings Bank of  China,  abnormal  operat ing resul ts  disclosure:  China 

Bohai  Bank,  HENGFENG BANK)
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5.4.2 Data Processing  

In this  paper,  the input -oriented DEA model  is  u sed to  calcu late with DEAP 

version 2.1.  The resul ts  are as  fol lows:  
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Table 5-1   Data Calculation Results of 2007 

 

 Operating capacity Profitability index 

 Technical efficiency Pure technical efficiency Scale efficiency Return on scale Technical efficiency Pure technical efficiency Scale efficiency Return on scale 

Industrial and Commercial Bank of China 0.567 1 0.567 Decrease 0.615 1 0.615 Decrease 

Bank of China 0.496 1 0.496 Decrease 0.562 0.908 0.619 Decrease 

China Construction Bank 0.654 1 0.654 Decrease 0.676 1 0.676 Decrease 

Agricultural Bank of China 0.337 1 0.337 Decrease 0.598 0.942 0.635 Decrease 

Bank of Communications 0.6 0.898 0.669 Decrease 1 1 1 Unchanged 

China Merchants Bank 1 1 1 Unchanged 1 1 1 Unchanged 

Ping An Bank 1 1 1 Unchanged 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.98 0.983 0.997 Decrease 

China Minsheng Bank 0.857 0.857 1 Unchanged 0.841 0.869 0.967 Decrease 

Huaxia Bank 0.836 1 0.836 Increase 0.558 0.747 0.747 Increase 

China Everbright Bank 0.924 0.943 0.979 Decrease 0.73 0.783 0.932 Increase 

CITIC Bank 1 1 1 Unchanged 0.778 0.833 0.933 Increase 
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Table 5-2  Data Calculation Results of 2018 

 Operating capacity Profitability index Growth capacity index 

 Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and 

Commercial Bank of 

China 

0.701 1 0.701 Decrease 0.922 1 0.922 Decrease 0.441 1 0.441 Decrease 

Bank of China 0.469 1 0.469 Decrease 0.702 0.755 0.929 Decrease 0.373 0.468 0.797 Decrease 

China Construction 

Bank 

0.744 1 0.744 Decrease 0.92 1 0.92 Decrease 0.465 1 0.465 Decrease 

Agricultural Bank of 

China 

0.319 0.675 0.472 Decrease 0.55 0.587 0.938 Decrease 

 

1 1 1 Unchanged 

Bank of 

Communications 

0.627 0.831 0.755 Decrease 0.963 0.989 0.973 Decrease 

 

0.634 0.807 0.785 Decrease 

China Merchants Bank 0.897 1 0.897 Decrease 1 1 1 Unchanged 0.57 0.619 0.922 Increase 

Ping An Bank 1 1 1 Unchanged 0.133 1 0.133 Increase 

 

0.802 1 0.802 Increase 

Pudong Development 

Bank 

1 1 1 Unchanged 0.898 1 0.898 Increase 

 

1 1 1 Unchanged 

China Minsheng Bank 0.94 0.981 0.958 Decrease 0.562 0.823 0.683 Increase 0.339 0.519 0.654 Increase 

Huaxia Bank 0.812 1 0.812 Increase 0.315 0.83 0.38 Increase 1 1 1 Unchanged 

China Everbright Bank 0.745 0.828 0.899 Increase 0.645 0.982 0.657 Increase 0.426 0.735 0.58 Increase 

CITIC Bank 0.961 1 0.961 Decrease 0.841 0.977 0.862 Increase 0.655 0.75 0.874 Increase 
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Table 5-3  Data Calculation Results of 2009 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 
Scale efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and Commercial 

Bank of China 
0.656 1 0.656 Decrease 1 1 1 Unchanged 0.517 1 0.517 Decrease 

Bank of China 0.538 0.985 0.546 Decrease 0.994 1 0.994 Increase 0.666 1 0.666 Decrease 

China Construction Bank 0.664 1 0.664 Decrease 1 1 1 Unchanged 0.665 1 0.665 Decrease 

Agricultural Bank of China 0.326 0.727 0.448 Decrease 0.678 0.689 0.984 Increase 0.717 1 0.717 Decrease 

Bank of Communications 0.656 0.989 0.663 Decrease 0.826 0.857 0.965 Increase 0.548 0.637 0.861 Decrease 

China Merchants Bank 0.77 1 0.77 Decrease 0.855 0.957 0.893 Increase 0.732 0.812 0.902 Decrease 

Ping An Bank 1 1 1 Unchanged 0.777 1 0.777 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.746 0.832 0.897 Increase 1 1 1 Unchanged 

China Minsheng Bank 1 1 1 Unchanged 0.765 0.852 0.897 Increase 1 1 1 Unchanged 

Huaxia Bank 0.827 0.999 0.828 Increase 0.401 0.695 0.576 Increase 0.508 0.649 0.782 Increase 

China Everbright Bank 0.748 0.82 0.912 Increase 0.617 0.745 0.828 Increase 1 1 1 Unchanged 

CITIC Bank 1 1 1 Unchanged 0.863 0.998 0.865 Increase 1 1 1 Unchanged 
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Table 5-4  Data Calculation Results of 2010 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and Commercial Bank 

of China 
0.71 1 0.71 Decrease 1 1 1 Unchanged 0.724 1 0.724 Decrease 

Bank of China 0.575 0.942 0.61 Decrease 0.867 0.875 0.99 Increase 0.687 1 0.687 Decrease 

China Construction Bank 0.63 1 0.63 Decrease 1 1 1 Unchanged 0.681 0.867 0.786 Decrease 

Agricultural Bank of China 0.368 0.676 0.544 Decrease 0.768 0.779 0.986 Increase 0.827 1 0.827 Decrease 

Bank of Communications 0.688 0.896 0.768 Decrease 0.794 0.836 0.95 Increase 0.673 0.757 0.89 Decrease 

China Merchants Bank 0.974 1 0.974 Decrease 0.878 1 0.878 Increase 0.847 0.928 0.913 Decrease 

Ping An Bank 1 1 1 Unchanged 0.725 1 0.725 Increase 0.818 1 0.818 Increase 

Pudong Development Bank 1 1 1 Unchanged 0.775 0.864 0.897 Increase 1 1 1 Unchanged 

China Minsheng Bank 1 1 1 Unchanged 0.776 0.889 0.874 Increase 0.971 0.978 0.993 Decrease 

Huaxia Bank 1 1 1 Unchanged 0.461 0.699 0.659 Increase 1 1 1 Unchanged 

China Everbright Bank 0.899 0.93 0.966 Increase 0.698 0.836 0.835 Increase 1 1 1 Unchanged 

CITIC Bank 0.95 1 0.95 Decrease 0.843 0.997 0.846 Increase 0.946 1 0.946 Decrease 
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Table 5-5  Data Calculation Results of 2011 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

 

Industrial and Commercial Bank of 

China 
0.619 1 0.619 Decrease 1 1 1 Unchanged 0.537 1 0.537 Decrease 

Bank of China 0.52 0.912 0.571 Decrease 0.814 0.825 0.986 Increase 0.339 0.875 0.388 Decrease 

China Construction Bank 0.587 1 0.587 Decrease 1 1 1 Unchanged 0.542 0.99 0.547 Decrease 

Agricultural Bank of China 0.388 0.725 0.536 Decrease 0.772 0.787 0.981 Increase 0.453 1 0.453 Decrease 

Bank of Communications 0.66 0.863 0.765 Decrease 0.815 0.88 0.926 Increase 0.504 0.728 0.693 Decrease 

China Merchants Bank 0.983 1 0.983 Decrease 0.937 1 0.937 Increase 0.736 0.771 0.955 Decrease 

Ping An Bank 1 1 1 Unchanged 0.709 1 0.709 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.833 0.952 0.875 Increase 0.658 0.75 0.877 Decrease 

China Minsheng Bank 1 1 1 Unchanged 0.925 1 0.925 Increase 1 1 1 Unchanged 

Huaxia Bank 0.846 0.889 0.952 Decrease 0.537 1 0.537 Increase 0.825 1 0.825 Increase 

China Everbright Bank 0.749 0.767 0.977 Increase 0.808 1 0.808 Increase 0.633 0.65 0.974 Decrease 

CITIC Bank 0.951 1 0.951 Decrease 0.851 1 0.851 Increase 0.753 1 0.753 Decrease 
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Table 5-6  Data Calculation Results of 2012 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and Commercial Bank of 

China 
0.583 1 0.583 Decrease 1 1 1 Unchanged 0.589 1 0.589 Decrease 

Bank of China 0.523 0.893 0.586 Decrease 0.836 0.841 0.993 Increase 0.475 0.667 0.712 Decrease 

China Construction Bank 0.579 1 0.579 Decrease 1 1 1 Unchanged 0.584 0.949 0.615 Decrease 

Agricultural Bank of China 0.395 0.71 0.556 Decrease 0.823 0.832 0.989 Increase 0.6 1 0.6 Decrease 

Bank of Communications 0.66 0.902 0.732 Decrease 0.809 0.869 0.932 Increase 1 1 1 Unchanged 

China Merchants Bank 1 1 1 Unchanged 0.959 1 0.959 Increase 0.798 0.809 0.986 Increase 

Ping An Bank 1 1 1 Unchanged 0.681 1 0.681 Increase 0.97 1 0.97 Increase 

Pudong Development Bank 1 1 1 Unchanged 0.856 0.997 0.859 Increase 0.796 0.8 0.995 Decrease 

China Minsheng Bank 0.904 1 0.904 Decrease 0.861 0.933 0.923 Increase 1 1 1 Unchanged 

Huaxia Bank 0.946 1 0.946 Increase 0.62 1 0.62 Increase 1 1 1 Unchanged 

China Everbright Bank 0.809 0.921 0.878 Increase 0.799 1 0.799 Increase 0.879 0.963 0.913 Increase 

CITIC Bank 0.933 0.97 0.962 Decrease 0.765 0.874 0.875 Increase 0.392 0.618 0.635 Increase 
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Table 5-7  Data Calculation Results of 2013 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

 

Return on 

scale 

 

Technical 

efficiency 

 

Pure technical 

efficiency 

Scale 

efficiency 

 

Return on 

scale 

 

Technical 

efficiency 

 

Pure 

technical 

efficiency 

Scale 

efficiency 

 

Return on 

scale 

 

Industrial and Commercial 

Bank of China 
0.563 1 0.563 Decrease 1 1 1 Unchanged 0.592 1 0.592 Decrease 

Bank of China 0.52 0.939 0.554 Decrease 0.846 0.867 0.976 Increase 0.596 0.986 0.605 
Decrease 

 

China Construction Bank 0.552 1 0.552 Decrease 1 1 1 Unchanged 0.644 1 0.644 Decrease 

Agricultural Bank of China 0.376 0.747 0.504 Decrease 0.836 0.852 0.981 Increase 0.714 1 0.714 Decrease 

Bank of Communications 0.641 0.91 0.705 Decrease 0.751 0.81 0.927 Increase 0.612 0.675 0.906 Decrease 

China Merchants Bank 0.977 1 0.977 Decrease 0.92 1 0.92 Increase 1 1 1 Unchanged 

Ping An Bank 1 1 1 Unchanged 0.579 0.969 0.598 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.851 0.959 0.888 Increase 0.96 0.968 0.992 Increase 

China Minsheng Bank 0.822 0.946 0.869 Decrease 0.958 1 0.958 Increase 0.831 0.848 0.98 Increase 

Huaxia Bank 0.937 1 0.937 Increase 0.663 1 0.663 Increase 0.916 1 0.916 Increase 

China Everbright Bank 0.701 0.861 0.815 Increase 0.828 1 0.828 Increase 1 1 1 Unchanged 

CITIC Bank 0.87 0.911 0.956 Decrease 0.781 0.906 0.862 Increase 1 1 1 Unchanged 
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Table 5-8  Data Calculation Results of 2014 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 
Scale efficiency 

Return on 

scale 

Industrial and Commercial Bank 

of China 
0.551 1 0.551 Decrease 1 1 1 Unchanged 0.861 1 0.861 Decrease 

Bank of China 0.53 0.936 0.566 Decrease 0.865 0.878 0.985 Increase 1 1 1 Unchanged 

China Construction Bank 0.565 1 0.565 Decrease 1 1 1 Unchanged 0.743 0.905 0.821 Decrease 

Agricultural Bank of China 0.374 0.839 0.446 Decrease 0.859 0.894 0.961 Increase 0.842 1 0.842 Decrease 

Bank of Communications 0.671 0.891 0.753 Decrease 0.783 0.857 0.914 Increase 0.613 0.616 0.996 Increase 

China Merchants Bank 0.996 1 0.996 Decrease 0.869 0.961 0.905 Increase 0.89 0.979 0.909 Decrease 

Ping An Bank 1 1 1 Unchanged 0.674 1 0.674 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.841 0.969 0.868 Increase 1 1 1 Unchanged 

China Minsheng Bank 0.805 0.883 0.911 Decrease 0.833 0.947 0.879 Increase 1 1 1 Unchanged 

Huaxia Bank 0.933 1 0.933 Increase 0.714 1 0.714 Increase 0.838 1 0.838 Increase 

China Everbright Bank 0.713 0.864 0.825 Increase 0.787 1 0.787 Increase 0.795 0.919 0.866 Increase 

CITIC Bank 0.871 0.883 0.987 Decrease 0.735 0.848 0.866 Increase 0.77 0.772 0.998 Decrease 
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Table 5-9  Data Calculation Results of 2015 

 
Operating capacity index 

 

Profitability index 

 

Growth capacity index 

 

 

Technical 

efficiency 

 

Pure technical 

efficiency 

Scale 

efficiency 

 

Return on 

scale 

 

Technical 

efficiency 

 

Pure 

technical 

efficiency 

Scale 

efficiency 

 

Return on 

scale 

Technical 

efficiency 

 

Pure technical 

efficiency 

Scale 

efficiency 

 

Return on 

scale 

Industrial and Commercial Bank 

of China 
0.566 1 0.566 

Decrease 

 
1 1 1 Unchanged 0.784 1 0.784 

Decrease 

 

Bank of China 0.55 0.903 0.609 Decrease 0.895 0.911 0.982 Increase 0.701 1 0.701 Decrease 

China Construction Bank 0.589 1 0.589 Decrease 0.998 1 0.998 Increase 0.707 0.954 0.741 Decrease 

Agricultural Bank of China 0.397 0.881 0.451 Decrease 0.818 0.844 0.969 Increase 0.709 1 0.709 Decrease 

Bank of Communications 0.7 0.871 0.804 Decrease 0.753 0.831 0.906 Increase 0.714 0.798 0.896 Decrease 

China Merchants Bank 1 1 1 Unchanged 0.847 0.953 0.89 Increase 0.746 0.758 0.983 Increase 

Ping An Bank 1 1 1 Unchanged 0.724 1 0.724 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.808 0.896 0.902 Increase 1 1 1 Unchanged 

China Minsheng Bank 0.857 0.881 0.974 Decrease 0.832 0.93 0.895 Increase 1 1 1 Unchanged 

Huaxia Bank 0.699 1 0.699 Increase 0.75 1 0.75 Increase 0.676 1 0.676 Increase 

China Everbright Bank 0.806 0.976 0.826 Increase 0.747 0.899 0.831 Increase 1 1 1 Unchanged 

CITIC Bank 0.91 1 0.91 Decrease 0.652 0.741 0.88 Increase 1 1 1 Unchanged 
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Table 5-10  Data Calculation Results of 2016 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and Commercial Bank 

of China 
0.595 1 0.595 Decrease 1 1 1 Unchanged 0.492 1 0.492 Decrease 

Bank of China 0.586 0.902 0.65 Decrease 0.877 0.89 0.985 Increase 0.54 1 0.54 Decrease 

China Construction Bank 0.631 1 0.631 Decrease 0.959 0.964 0.994 
Increase 

 
0.601 1 0.601 Decrease 

Agricultural Bank of China 0.452 0.861 0.525 Decrease 0.814 0.83 0.98 Increase 0.454 0.86 0.527 Decrease 

Bank of Communications 0.719 0.832 0.864 Decrease 0.71 0.781 0.908 Increase 0.872 1 0.872 Decrease 

China Merchants Bank 1 1 1 Unchanged 0.908 1 0.908 Increase 1 1 1 Unchanged 

Ping An Bank 1 1 1 Unchanged 0.813 1 0.813 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.793 0.889 0.892 Increase 0.97 1 0.97 Decrease 

China Minsheng Bank 0.908 0.911 0.997 Increase 0.715 0.813 0.88 Increase 1 1 1 Unchanged 

Huaxia Bank 0.797 1 0.797 Increase 0.725 1 0.725 Increase 1 1 1 Unchanged 

China Everbright Bank 0.839 0.968 0.867 Increase 0.654 0.843 0.776 Increase 0.992 1 0.992 Increase 

CITIC Bank 0.908 1 0.908 Decrease 0.609 0.709 0.859 Increase 0.897 1 0.897 Decrease 
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Table 5-11  Data Calculation Results of 2017 

 
Operating capacity index 

 

Profitability index 

 

Growth capacity index 

 

 
Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and Commercial 

Bank of China 
0.605 1 0.605 Decrease 1 1 1 Unchanged 0.867 1 0.867 Decrease 

Bank of China 0.561 0.828 0.678 Decrease 0.899 0.904 0.995 Increase 0.729 0.923 0.79 Decrease 

China Construction Bank 0.655 1 0.655 Decrease 0.998 0.998 0.999 Decrease 0.814 1 0.814 Decrease 

Agricultural Bank of China 0.485 0.919 0.527 Decrease 0.839 0.864 0.971 Increase 0.867 1 0.867 Decrease 

Bank of Communications 0.732 0.796 0.919 Decrease 0.794 0.817 0.971 Increase 0.841 1 0.841 Decrease 

China Merchants Bank 1 1 1 Unchanged 1 1 1 Unchanged 1 1 1 Unchanged 

Ping An Bank 1 1 1 Unchanged 0.901 1 0.901 Increase 1 1 1 Unchanged 

Pudong Development Bank 1 1 1 Unchanged 0.809 0.893 0.906 Increase 0.84 0.847 0.991 Increase 

China Minsheng Bank 0.87 0.895 0.973 Increase 0.783 0.904 0.866 Increase 0.515 0.644 0.799 Increase 

Huaxia Bank 0.796 1 0.796 Increase 0.717 1 0.717 Increase 0.8 1 0.8 Increase 

China Everbright Bank 0.847 0.854 0.991 Increase 0.782 0.93 0.841 Increase 1 1 1 Unchanged 

CITIC Bank 0.85 1 0.85 Decrease 0.677 0.754 0.899 Increase 0.404 0.606 0.667 Increase 
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Table 5-12  Data Calculation Results of 2018 

 Operating capacity index Profitability index Growth capacity index 

 
Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure 

technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Technical 

efficiency 

Pure technical 

efficiency 

Scale 

efficiency 

Return on 

scale 

Industrial and Commercial Bank 

of China 
0.641 1 0.641 Decrease 1 1 1 

Unchanged 

 
0.738 1 0.738 Decrease 

Bank of China 0.574 0.799 0.718 Decrease 0.941 0.945 0.995 Increase 1 1 1 Unchanged 

China Construction Bank 0.725 1 0.725 Decrease 1 1 1 Unchanged 0.662 1 0.662 Decrease 

Agricultural Bank of China 0.586 0.994 0.59 Decrease 0.83 0.843 0.985 Increase 1 1 1 Unchanged 

Bank of Communications 0.764 0.775 0.986 Increase 0.792 0.814 0.973 Increase 0.777 0.78 0.996 Increase 

China Merchants Bank 1 1 1 Unchanged 1 1 1 Unchanged 1 1 1 Unchanged 

Ping An Bank 1 1 1 Unchanged 0.915 1 0.915 Increase 0.874 0.998 0.876 Increase 

Pudong Development Bank 1 1 1 Unchanged 0.795 0.872 0.912 Increase 0.423 0.44 0.962 Increase 

China Minsheng Bank 0.806 0.884 0.912 Increase 0.75 0.843 0.889 Increase 0.364 0.435 0.837 Increase 

Huaxia Bank 0.741 1 0.741 Increase 0.692 1 0.692 Increase 1 1 1 Unchanged 

China Everbright Bank 0.847 0.854 0.991 Increase 0.782 0.93 0.841 Increase 1 1 1 Unchanged 

CITIC Bank 0.85 1 0.85 Decrease 0.677 0.754 0.899 Increase 0.404 0.606 0.667 Increase 
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5.4.3 Analysis  of  Data Calculat ion Resul ts  

I.  Comparison of  the Same Efficiency Values  of  Banks in  Different  Years  

Taking each bank of  the s tudy object  as  the abscissa and the eff iciency value  

as  the ordinate,  the his togram of bank eff iciency in  each year  is  drawn to  

s tudy the technical  eff iciency,  pure technica l  eff iciency and scale eff iciency 

of  each bank in both operat ing capaci ty and profi tabi l i ty.  

1.  Operat ional  Capaci ty Analysis  

In  terms of  technical  eff iciency,  non -s tate-owned commercial  banks are  

general ly higher  than s tate -owned commercial  banks.  This  is  mainly 

ref lected in  the fact  that  the average technical  eff iciency value of  the four 

banks,  namely,  ICBC, BOC, CCB and BCM, is only 0.57.  Among the s tate -

owned commercial  banks,  the Agricul tural  Bank of  China has  the lowest  

average technical  eff iciency value,  which is  only 0.40.  CCB is  relat ively 

good,  and i ts  average technical  eff iciency value during 2007 -2018 is  0 .61.  

The average technical  eff iciency of  non -state-owned commercial  banks is  

0 .92, which is nearly 1.61 t imes th at  of  s tate-owned commercial  banks.  The 

highest  value of  technical  eff iciency is  1(DEA effect ive) .  Minsheng Bank 

and Pudong Development  Bank,  as  the  opt imal  DEA uni ts ,  have val id  values  

of  1  for  12 years ,  fol lowed by China Merchants  Bank,  with  val id  values  of  

1  for  four consecut ive years  s tar t ing f rom 2015.
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From the pure technical  eff iciency point  of  view, the Industr ial  and  

Commercial  Bank and the Construct ion Bank of  the  s tate -owned commercial  

banks are good as  a whole and have relat ive s tabil i ty.  From 2007 to 2018,  

the pure technical  eff iciency has  been kept  at  1 ,  showing the maturi ty and  

s tabi l i ty of  the  organizat ional  s t ructure  and divis ion of  labor of  the  s tate -

owned banks.  Non-state-owned commercial  banks  also performed wel l ,  

especial ly China Merchants  Bank,  Pudong Development  Bank and Ping An 

Bank,  with pure technical  eff iciency values  of  1  for  12 consecut ive years  

from 2007 to 2018.  General ly speaking,  the eff iciency value of  non -state-

control led large commercial  banks control led is  sl ight ly higher  than that  of  

s tate-owned commercial  banks,  with the average values  of  0 .97 and 0.92 

respect ively.  This  shows that  the management  of  non -state-owned 

commercial  banks has  been on the road of  compliance from the beginning.   
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Figure 5-2  Technical Efficiency of Operating Capability
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In terms of  scale eff iciency of  operat ion  capabi l i ty,  the performance of  each 

bank is  roughly the  same as  that  of  i ts  technical  eff iciency.  The low scale  

eff iciency of  s tate -owned commercial  banks in  operat ion shows that  they 

have not  given ful l  play to  their  scale  advantages and there i s  s t i l l  the 

possibi l i ty of  substant ial  improvement  in  performance.  Al though non -state -

owned commercial  banks are general ly h igher  than s tate -owned commercial  

banks in  terms of  operat ion,  they s t i l l  show a t rend of  increasing scale  

eff iciency (scale eff iciency value < 1) ,  and their  operat ion is  relat ively 

s table,  wi th great  room for  improvement  in  performance.  Non -state-owned 

commercial  banks can further  expand their  scale.   
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Figure 5-3  Pure Technical Efficiency of Operating Capacity 
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2.  Profi tabil i ty Analys is  

From the technical  eff iciency point  of  view,  the s tate -control led large  

commercial  banks are s l ight ly higher than the smal l  and medium -sized joint -

s tock commercial  banks,  wi th the average values  of  0 .77 and 0.67 

respect ively.  Moreover,  each s tate -owned commercial  bank has  i ts  own 

comparat ive advantages,  especial ly the  Industr ial  and Commercial  Bank of  

China,  which has  achieved 10 consecut ive years  of  effect ive profi t  (DEA 

=1),  which is related  to  the support  of  nat ional  pol icies  on the one hand,  and 

the large local  and  foreign currency deposi t  and loan balances of  s tate -

control led commercial  banks on the other.  Among non -state-owned 

commercial  banks,  China Merchants  Bank has  obvious advantages,  wi th DEA 

values  of  1  in 2007-2008 and 2017-2018,  with an average  value of  0 .93,  

second only to  Industr ial  and Commercial  Bank of  China and China  
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Figure 5-4  Scale Efficiency of Operating Capacity 
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Construct ion Bank with an average value of  0 .96.   

 

From a purely technical  eff iciency point  of  view,  the banks are roughly 

equivalent  and rela t ively s table,  which  shows that  the overal l  input  and  

output  of  China 's  commercial  banks are relat ively s table,  and the rat io of  

bank income increase to  cost  input  is  synchronized.  Industr ial  and 

Commercial  Bank of  the s tate -owned commercial  banks s t i l l  have advantages,  

wi th DEA=1 for  12  consecut ive years .  Agricul tural  Bank of  the state -owned 

commercial  banks and CITIC Bank of  the  non -state-owned commercial  banks 

are at  a  relat ive disadvantage.  On the whole,  there is  l i t t le  difference in  the 

average pure technical  eff iciency between s tate -owned commercial  banks  

and non-state-owned commercial  banks ,  wi th the values  of  0 .91 and 0.93 
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Figure 5-5  Technical Efficiency of Profitability Capacity
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respect ively.  

 

In  terms of  scale eff iciency of  profi tabi l i ty,  the  performance of  s tate -owned 

commercial  banks as  a  whole is  bet ter  than that  of  non -state-owned 

commercial  banks,  wi th average values  of  0 .95 and 0.83 respect ively.  There  

is  s t i l l  room for  improvement  for  non -s tate-owned commercial  banks,  such 

as  Huaxia Bank,  with an average value of  0 .65,  and there i s  st i l l  a  certain  

gap  with other  non -state-owned commercial  banks.  Among non -state-owned 

commercial  banks,  China Merchants  Bank performed best ,  wi th DEA=1 in 

terms of  profi tabi l i ty,  scale and eff iciency f rom 2007 to 2008 and from 2017 

to 2018.   
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Figure 5-6  Pure Technical Efficiency of Profitability Capacity
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3.  Analysis  of  Growth Capaci ty  

Judging from the technical  eff iciency of  growth capaci ty,  banks are uneven.  

The boundaries  between large s tate -control led commercial  banks and smal l  

and medium-sized joint -s tock commercial  banks are no longer ref lected in  

their  di fferences in  growth capaci ty.  Moreover,  there is  a  t rend that  the  

technical  eff iciency of  the s tate -control led commercial  banks has  decl ined 

s ignif icant ly from 2016,  with the overal l  average value of  only 0.59.  Among 

non-state-owned commercial  banks,  China Merchants  Bank and Ping A n 

Bank have higher technical  eff iciency in  overal l  growth capaci ty.  China 

Merchants  Bank had  a technical  eff iciency of  1  in  2016 -2018 and Ping An 

Bank had a technical  eff iciency of  1  dur ing 2013 -2017.   
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Figure 5-7  Scale Efficiency of Profitability Capacity
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Not only the technical  eff iciency value  is  not s ta ble enough,  but  also the 

pure technical  eff iciency value of  sample  banks is  not  s table enough.  On the 

whole,  the average value and s tabi l i ty of  the growth capaci ty of  s tate -owned 

commercial  banks  are higher than those of  non -state-owned commercial  

banks.  Among the sample banks,  the Industr ial  and Commercial  Bank of  

China has  the best  pure technical  eff iciency i n  terms of  growth capaci ty with  

the value of  1  during the  sample period.  Among the  non -state-owned 

commercial  banks,  Ping An Bank has  the best  performance with a pure  

technical  eff iciency of  1  in  terms of  growth capaci ty from 2007 to 2017.   
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Figure 5-8  Technical Efficiency of Growth Capacity
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In  terms of  Scale Efficiency of  G rowth Capaci ty,  the  performance of  non -

state-owned commercial  banks is  more prominent  than that  of  s tate -owned 

commercial  banks,  wi th China Merchants Bank as  the best .  The average 

value during the sample period is  0 .96,  that  of  state -owned commercia l  

banks is  0 .70,  and that  of  non -state-owned commercial  banks is  0.93.  There  

is  s t i l l  a  certain gap.  This  shows that  non -state-owned commercial  banks are  

in  the overal l  expansion s tage at  this  s tage.   
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Figure 5-9  Pure Technical Efficiency of Growth Capacity
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5.5 Summary  

This  chapter  s tudies  the business  performance of  sample banks from 2007 to  

2018,  and uses  CRS model  with constant  model  reward for  calculat ing and  

analyzing.  It  i s  found that  non -state-owned commercial  banks are general ly 

superior  to  s tate -owned commercial  banks in  terms of  technical  eff iciency 

of  operat ing capaci ty;  Industr ial  and Commercial  Bank of  China,  

Construct ion Bank of  China,  China Merchants  Bank,  Shanghai  Pudong 

Development  Bank and Ping An Bank perform best  in  terms of  pure technical  

eff ic iency of  opera t ing capaci ty,  which is  close to  1;  non -state-owned 

commercial  banks are general ly bet ter  than s tate-owned commercial  banks 

in  terms of  scale  eff iciency of  operat ing capaci ty.  In  terms of  technical  

eff iciency of  profi tabi l i ty,  Industr ial  and  Commercial  Bank and Construct ion 

0

0.2

0.4

0.6

0.8

1

1.2

Figure 5-10  Scale Efficiency of Growth Capacity
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Bank that  are s tate -owned commercial  banks are the best ;  in terms of  pure  

technical  eff iciency  of profi tabi l i ty,  Industr ial  and Commercial  Bank and 

Ping An Bank perform wel l ,  and in  terms of  scale eff iciency  of  profi tabi l i ty,  

s tate-owned commercial  banks are general ly superior  to  non -state-owned 

commercial  banks.  In  terms of  technical  eff iciency of  growth  capaci ty,  non -

state-owned commercial  banks are general ly bet ter  than s tate -owned 

commercial  banks;  in  terms of  pure technical  eff iciency  of  growth capaci ty,  

Industr ial  and Commercial  Bank and Shanghai  Pudong Development  Bank 

are the  most  prominent ;  in  terms of  scale eff iciency  of  growth capaci ty,  non-

state-owned commercial  banks are general ly bet ter  than s tat e-owned 

commercial  banks.  

 

6. Regression Analysis of the Impact of Equity Structure 

on the Performance of Commercial Banks  

6.1 Qualitative analysis  

Domest ic and foreign scholars  have achieved r ich resul ts  in  the s tudy of  the  

impact  of  ownership  concentrat i on and  the s tate -owned and non-state-owned 

shareholders  on  operat ing performance.  The s tate -owned shareholders  have 

dual  goals :  profi t  goal  and adminis t rat ive goal .  Profi t  goal  refers  to  the 

qual i ty of  the company's  own operat ion  and development .  Adminis t r at ive 

goal  refers  to  the real izat ion of  macro -economic and pol icy goals  and the  

posit ive support  for  the development  of  the s tate -owned economy.  For  
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domest ic commercia l  banks in  China,  they have the part iculari ty of  taking 

the s tate-owned shares  as  the mai n body,  which makes the  adminis t rat ive  

goal  of  the s tate -owned shareholders  replace  the profi t  goal  in  the bank 

governance,  thus damaging the business  performance of  commercial  banks.  

At  the same t ime,  the above analysis  shows that  the s tate -owned 

shareholders  is  easy to  cause insider  control  problems,  which is  not  

conducive to  improving the business performance of  commercial  banks.  

Therefore,  there should be a certain negat ive correlat ion between the  

proport ion of  s tate -owned shares  and the business  perfor mance of  banks.  

Foreign shareholders  are general ly h igh -qual i t y internat ional  f inancial  

companies .  When the company is  in  a good s tate of  scient i f ic  incent ive and  

rest raint  mechanism, s tandardized operat ion and management  system,  and 

perfect  corporate gove rnance mechanism, the shareholders '  meet ing and  

management  wil l  consider  to  invest  internat ional ly.  When the shareholding 

rat io  of foreign shares  reaches a certain level ,  banks and foreign  

inst i tutional  investors  form a s table s t rategic  investment  rela t ion ship,  which  

promotes  the introduct ion of  talents ,  the improvement  of  technology and 

management  level ,  and the internat ional izat ion of  business  phi losophy of  

China 's  commercial  banks.  From this  perspect ive,  the introduct ion of  foreign  

shares  promotes  the bank's  business  performance to  a certain  ex tent ,  and the  

higher the proport ion of  foreign shares ,  the more s table and sustainable the 

promotion.  

As for  the bank president ,  i t  i s  mainly responsible for  the company's  
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administ rat ive management  and implementat io n of  decis ion making of  the 

company and the main person responsible for  the company's  dai ly business  

act ivi t ies .  Al though the president  needs to  serve  the interests  of  shareholders ,  

maintain and increase the value of  operat ing assets ,  use i ts  pol i t ical  

connect ion to  s t r ive for  more favorable f inancing condi tions for  the 

enterprise,  and reduce the  cost  of  capi tal ;  i t  may also use the company's  

resources  to  es tabl ish pol i t ical  connect ion with off icials  for  private interests ,  

thus resul t ing in  the  r ise of  the company's  operat ing costs  and the reduct ion 

of  business  performance.  When the self - interest  brought  by moral  hazard is  

equal  to  or  even greater  than the net  income brought  by serv ing the interests  

of  shareholders ,  the impact  of  pol i t ical  connect ion on the company’s  

performance wil l  become inapparent  or  even negat ive  

6.2 Model design and regression analysis  

Model  1:  

𝑃𝑒𝑟𝑓𝑜𝑟𝑖,𝑡 = 𝑎 + 𝑏𝐼𝐷𝑅𝑖,𝑡 + 𝑐𝐴𝑠𝑠𝑒𝑡𝑖,𝑡 + 𝑑𝐺𝑟𝑜𝑢𝑝𝑖,𝑡 + 𝜇𝑖,𝑡 

Perfor  denotes  the bank’s  income,  with ROA (Return  on Assets)  (=income /  

total  assets)  as  an indicator.  IDR is  the  current  Loan -depos i t  Rat io of  the  

bank.  Asset  denotes  the s ize of  the bank,  with the logari thm of the bank ’s  

total  assets  as  an indicator.  Group is  a  dummy variable,  which is set  as  “0”  

for  a  s tate-owned bank and as  “1” for  a  non-state-owned bank.  

Due to the l imitat ion of  s tat is t ical  receipts ,  the sample period of  this  

regression analysis  i s  from 2005 to 2018 .  The research  sample includes f ive  



282 

 

state-owned commercial  banks:  Industr ial  and Commercial  Bank of  China,  

Agricul tural  Bank of  China,  Bank of  China,  China Construct ion Bank and 

Bank of  Communicat ions.  There are al together  7  non -state-owned 

commercial  banks,  including China Merchants  Bank,  Pudong Development  

Bank,  China CITIC Bank,  China Everbright  Bank,  Huaxia Bank,  China  

Minsheng Bank and Ping An Bank.  

Since both the lef t  variable ROA and the r ight  variable  Asset  of  the model  

use the total  assets of  the bank,  a  mult ivariate covariance tes t  i s  per formed 

here f i rs t .  Based  on the tes t  resul ts ,  i t  i s  determined  whether  the regression  

analysis  can be performed according to  Model  1 .  

The tes t  resul ts  are as  fol lows:  

 

The p value is  greater  than 0.05, which proves that  the interact ion between 

ROA and Asset  is  not  s ignif icant ,  so  i t  indicates  that  the  regression analysis  

can be performed on  Model  1 .  

The resul ts  of  the regression analysis  are shown in Table 1.  
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Table 6-1 Resul ts  of  the Regression Analysis  on Model  1  
 

Estimated Value  t  Value  p Value  

IDR  0.0027  3.7362  0.0002（ ***）  

ASSET  0.0014  7.1143  2.144e-11（ ***） 

GROUP  0.0011  1.2946  0.1955  

R2  0.26313  

R * 2  0.25240  

Note:  (***) denotes  p＜ 0.001,  indicat ing the difference is  s ignif icant .  

As 𝑅∗2 i s  smal l ,  we bel ieve that  the f i t t ing degree of  Model  1  is  relat ively 

general .  It  i s  genera l ly considered that  the regression analys is  used in  this  

s tudy is  the panel  data analysis ,  so such 𝑅∗2 i s  s t i l l  wi thin a reasonable  

range.  

From the resul ts  of  the regression analys is ,  we see that  the estimates  are al l  

posit ive,  indicat ing that  both the bank ’s  current  loan-deposi t  rat io  IDR and 

i ts  total  assets  have a s ignif icant  influence on the bank ’s  income.  However,  

the p value of  the Group variable  is  greater  than 0.05,  which proves that  

whether  a  bank is  a  s tate -owned bank or  a  non-state-owned bank has  no 

s ignif icant  influence on the bank ’s  income.  

 

Model  2：  

𝐵𝑖𝑛𝑅𝑖,𝑡 = 𝑎 + 𝑏𝐴𝑠𝑠𝑒𝑡𝑖,𝑡 + 𝑐𝑆𝑅5𝑖,𝑡 + 𝑑𝑆𝑅1𝑖,𝑡 + 𝜇𝑖.𝑡 
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BinR is the interest  income /  total  opera t ing income.  Asset  denotes  the asset  

s ize of  the bank,  with the logari thm of the bank's  total  assets as  an indicator.  

SR5 is  the proport ion of the s tate -owned shares  (based on the original  data,  

the proport ion of  the s tate -owned shares  held by the  top f ive shareholders  

was calculated) .  SR1 is  the proport ion of  the s tate -owned shares  held by the 

largest  shareholder.  The sample span is  2008 -2018.  

The resul ts  of  the regression analysis  are shown in Table 2.  

Table 6-2 Resul ts  of  the  Regression Analysis  on Model  2  
 

Estimated Value  t  Value  p Value  

ASSET  -5 .0659  -7 .8187  2.587e-12（ ***） 

SR5  -0 .2134  -4 .2497  4.322e-05（ ***） 

SR1  0.1824  3.2878  0.0013   （ **） 

R2  0.63519  

R * 2  0.59154  

Note:  （ “***”）denotes  p＜ 0.001,  （ “**”）denotes  p＜ 0.01 ,  indicat ing the  

difference is  s ignif icant .  

The value of  𝑅∗2 i s  re lat ively large,  which indicates  the f i t t ing degree of  

Model  2  is  good.  

Based on the resul ts  of  the regression analysis ,  we can see that  the variable  

SR5,  i .e .  the proport ion of  the s tate -owned shares ,  and the bank's  total  assets  

Asset  both have a s ignif icant  influence  on the interest  income /  the total  

operat ing income.  Besides ,  s ince the  est imated values  of  SR5 and the  total  
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assets  are negat ive ,  the larger  the s ize of  the bank is ,  the higher the 

proport ion of  the  s tate -owned shares  wi l l  be,  whi le the  rat io  of  the  interest  

income to the total  operat ing income will  not  increase.  Similarly,  we also 

see that  the  proport ion of  the s tate -owned shares  held  by the largest  

shareholder  SR1 also has  a s i gnif icant  influence on the interest  income /  the 

total  operat ing income.  Meanwhile,  the est imated value is  posit ive,  proving 

that  the higher the proport ion of  the s tate -owned shares  held by the larges t  

shareholder  is ,  the  higher the  rat io  of  the interest  i ncome to the total  

operat ing income will  be.  This  resul t  shows that  the largest  s tate -owned 

shareholder  has  a certain posi t ive effect  on the bank ’s  income.  

 

Model  3:  

𝐵𝑐𝑜𝑚𝑅𝑖,𝑡 = 𝑎 + 𝑏𝐴𝑠𝑠𝑒𝑡𝑖,𝑡 + 𝑐𝑆𝑅5𝑖,𝑡 + 𝑑𝑆𝑅1𝑖,𝑡 + 𝜇𝑖.𝑡 

BcomR is the rat io  of  the fees  and commission s income to the total  operat ing 

income.  Asset  denotes  the asset  s ize of  the bank,  with the logari thm of the 

bank's  total  assets  as  an indicator.  SR5 i s  the proport ion of  the s tate -owned 

shares  (based on the  original  data,  the proport ion of  the state -owned shares  

held by the top f ive  shareholders  was calculated) .  SR1 is  the proport ion of 

the state-owned shares  held by the largest  shareholder.  The sample span is  

2008-2018.  

The resul ts  of  the regression analysis  are show n in Table 3.  

Table 6-3 Resul ts  of  the Regression Analysis  on Model  3  



286 

 

 

Estimated Value  t  Value  p Value  

ASSET  4.3197  8.7120  2.297e-14（ ***） 

SR5  0.1984  5.1630  1.008e-06（ ***） 

SR1  -0 .1451  -3 .4173  0.0009   （ ***） 

R2  0.70119  

R * 2  0.66544  

Note:  （ “***”）  denotes  p＜ 0.001,  indicat ing the difference is  signif icant .  

The value of  𝑅∗2 i s  re lat ively large,  which indicates  the f i t t ing degree of  

Model  3  is  good.  

According to  the results  of  the regression analysis ,  both the variable SR5  

and Asset  have a s ignif icant  influence on the rat io  of  fees  and commission s 

income to  total  operat ing income .  Besides ,  s ince the est imated value  of  SR5 

is  posit ive,  the higher the proport ion of  the s tate -owned shares  held by the 

top f ive shareholders is ,  the higher the rat io  of the fees  and commissions 

income to the total  operat ing income will  be.  Meanwhile,  we also see that  

the proport ion of  the  s tate -owned shares  held by the  largest  shareholder  SR1 

also has  a certain influence on the rat io  of  the fees  and commissions income 

to the total  operat ing income.  However,  the est imate is  negat ive,  indicat ing 

that  the rat io  of  the fees  and commissions  income to the total  operat ing 

income wil l  not  increase even i f  the  largest  shareholder  has  a higher  

proport ion of  s tate -owned shares .  
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Model  4:  

𝐵𝑜𝑝𝑖,𝑡 = 𝑎 + 𝑏𝐴𝑠𝑠𝑒𝑡𝑖,𝑡 + 𝑐𝑆𝑅5𝑖,𝑡 + 𝑑𝑆𝑅1𝑖,𝑡 + 𝜇𝑖.𝑡 

Where,  Bop is  the  rat io  of  the bank ’s  operat ing expenses  to  the total  

operat ing costs .  Asset  denotes the asset  s ize of  the bank,  with the logari thm 

of the bank's  total  assets  as  an indicator.  SR5 is  the proport ion of  the s tate -

owned shares  (based  on the original  data ,  the proport ion of  the s tate -owned 

shares  held by the  top f ive shareholde rs  was calculated) .  SR1 is  the  

proport ion of  the s tate -owned shares  held by the largest  shareholder.  The 

sample span is  2008-2018.  

The resul ts  of  the regression analysis  are shown in Table 4.  

Table 6-4 Resul ts  of  the Regression Analysis  on Model  4  
 

Estimated Value  t  Value  p Value  

ASSET  1.6470  8.0550  7.95e-16（ ***）  

SR5  0.2168  -2 .3788  0.0173  （ *）  

SR1  0.1824  2.7246  0.0064   （ **） 

R2  0.56751  

R * 2  0.53643  

Note:  （ “*”）denotes  p＜ 0.05，（ “**”） denotes  p＜ 0.01，（ “***”）denotes  

p＜ 0.001,  indicat ing the difference is  s ignif icant .  

The value of  𝑅∗2 i s  re lat ively high,  which indicates  the f i t t ing degree of  

Model  4  is  good.  
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Based on the regression analysis  resul ts ,  both the proport ion of  the state -

owned shares  (SR5)  and the bank's  total  assets  (Asset )  have a s ignif ican t  

influence on  the rat io  of  the  operat ing expenses  to  the total  operat ing costs .  

Besides ,  s ince the  estimated value of  SR5 is  posi t ive,  the higher the 

proport ion of  the s tate -owned shares  is ,  the higher the rat io  of  the operat ing 

expenses  to  the  total  operat ing costs  wi l l  be.  The proport ion of  the s tate -

owned shares  held by the  largest  shareholder  SR1 also has  a s ignif icant  

influence on  the rat io  of  the  operat ing expenses  to  the total  operat ing costs .  

Meanwhile,  the est imated value is  posi t ive,  which proves that  the higher the 

proport ion of  the state -owned shares  held by the largest  shareholder  is ,  the  

higher  the rat io  of  the operat ing expenses  to  the total  opera t ing costs  wil l  

be.  

 

Model  5:  

𝐵𝑖𝑚𝑝𝑖,𝑡 = 𝑎 + 𝑏𝐴𝑠𝑠𝑒𝑡𝑖,𝑡 + 𝑐𝑆𝑅5𝑖,𝑡 + 𝑑𝑆𝑅1𝑖,𝑡 + 𝜇𝑖.𝑡 

 

Where Bimp is  the  rat io  of  the bank ’s  assets  impairment  to  the total  

operat ing costs .  Asset  denotes the asset  s ize of  the bank,  with the logari thm 

of the bank's  total  assets  as  an indicator.  SR5 is  the proport ion of  the s tate -

owned shares  (based  on the original  data ,  the proport ion of  the s tate -owned 

shares  held by the  top f ive shareholders  was calculated) .  SR1 is  the  

proport ion of  the s tate -owned shares  held by the largest  shareholder.  The 
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sample span is  2008-2018.  

The resul ts  of  the regression analysis  are shown in Table 5.  

Table 6-5 Resul ts  of  the Regression Analysis  on Model  5  
 

Estimated Value  t  Value  p Value  

ASSET  -5 .3689  -4 .9902  2.122e-06（ ***） 

SR5  -0 .1515  -1 .8169  0.0718  

SR1  0.2324  2.5226  0.0129    （ *） 

R2  0.35122  

R * 2  0.27358  

Note:  （ “*”） denotes  p＜ 0.05，（ “***”） denotes  p＜ 0.001.  

The value of  𝑅∗2 i s  smal l ,  but  i t  i s  wi thin the reasonable range,  indicat ing 

the f i t t ing degree of  Model  5  is  relat ively general .   

From the regression  analysis  resul ts ,  s ince the p -value of  the variable SR5  

is  greater  than 0.05 ,  which proves that  the proport ion of  the s tate -owned 

shares  held by the top f ive shareholders  has  no s ignif icant  influence on the 

bank’s  asset  impairment  /  total  operat ing costs .  The proport ion of  the s tate -

owned shares  held by the  largest  shareholder  SR1 and the bank ’s  total  assets  

Asset  have a s ignif icant  influence  on the bank ’s  asset  impairment  /  total  

operat ing costs .  Meanwhile,  the  est imated value  of  SR1 is  posi t ive,  i t  

indicates  that  there is  a  t rend in  current  Chinese commercia l  banks that  the 

higher the proport ion of  the s tate -owned shares  held by the largest  

shareholder  is ,  the higher the rat io  of  the bank ’s  assets  impairment  to the  
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total  operat ing costs  will  be.  

6.3 Regression analysis conclusion  

According to  al l  the  regression  analysi s  resul ts  above ,  by comparing the  

empirical  resul ts  among the ent i re samples ,  we f ind that  whether  a  bank is a  

s tate-owned bank or  a  non-state-owned bank has  no s ignif icant  influence on  

the bank’s  income.  But  the largest  s tate -owned shareholder  has  a certain  

posit ive effect  on the bank ’s  income.  The higher the proport ion of  the s tate -

owned shares  held by the top f ive shareholders  is ,  the higher the rat io  of  the 

fees  and commissions income to the  total  operat ing income wil l  be.  On the  

other  hand,  Higher s tate -owned shares  will  lead to  higher operat ing expenses .  

And the higher proport ion of  the s tate -owned shares  held by the largest  

shareholder  is ,  the h igher  rat io  of  the  bank ’s  assets  impairment  to  the total  

operat ing costs  wil l  be .  

 

7. Summary 

7.1 Research conclusion  

On the basis  of  t racing back the  reform and development  process  of  Chinese  

commercial  banks and the problems exist ing in  each s tage,  this  ar t icle  

es tabl ishes  relevant  performance evaluat ion system through panel  data to  

make mult i -dimensional  evaluat ion on the performance of  s tate -owned 

commercial  banks and non -state-owned commercial  banks.  Through data  
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envelopment  analysi s (DEA),  i t  selects  CRS model with cons tant returns  on 

scale,  makes empirical  analysis  on the data of  s tate -owned commercial  banks  

and non-state-owned commercial  banks,  analyzes  the causes  of  performance 

differences,  and puts  forward research and judgment  on the future  

development  of  Chinese commercial  banks.   

Through panel  data and empirical  analysis ,  this paper  evaluates  the 

performance of  s tate-owned commercial  banks and non -state-owned 

commercial  banks.  The analysis  resul ts  of  panel  data show that  the scale  

s t rength of  s tate -owned commercial  banks is  s t i l l  superior  to  that  of  non -

state-owned commercial  banks.  In  terms of  profi tabi l i ty,  the  gap between 

s tate-owned commercial  banks  and non -state-owned commercial  banks  is  

gradual ly narrowing,  but  s tate -owned commercial  banks  are s t i l l  a t  an 

advantage.  In  addi t ion,  commercial  banks have moved from relying solely 

on interest  income to divers i f ie d income such as  intermediate income.  In  

terms of  safety capabi l i ty,  due  to  the s t r ict  control  of  commercial  banks b y 

the Chinese government ,  the safety management  capabi l i ty and r isk 

tolerance  capabi l i ty of  commercial  banks are  increasing year  by year.  Th e 

safety management  capabi l i t ies  of  s tate -owned commercial  banks and non -

state-owned commercial  banks are almost  the same.  In terms of  capi tal  f low 

capaci ty,  the s tate -owned commercial  banks and non -state-owned 

commercial  banks  as  a  whole show a t rend of  c onvergence and good 

development .  

The resul t  of  DEA empirical  analysis  shows that  the technical  eff iciency in  
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operat ion capaci ty of  non -state-owned commercial  banks is  general ly higher  

than that  of  s tate -owned commercial  banks,  and the technical  eff iciency in  

profi tabi l i ty of  large s tate -control led commercial  banks is  s l ight ly higher  

than that  of  non-state-owned commercial  banks.  This  resul t  further  explains  

the comparat ive resul t  of  panel  data in  the empirical  aspect .  

Then,  through regression analysis ,  The increase  of  the proport ion of  s tate -

owned shares  wil l  have a  posi t ive effect  on operat ing income,  but  i t  wi l l  

cause higher operat ing expenses  and asset  impairment  at  the same t ime.  

State-owned shares  mean a higher degree of  poli t ical  aff i l iat ion, i t  can bring 

more capi tal  resources  and customer resources  to  the bank.  So i t  has  a  

posit ive effect  on the bank 's  income.  At  the same t ime,  because the s tate -

owned Banks are under the control  of  the s tate,  they have to  shoulder  more  

policy guiding funct ions besid es  profi ts .  Therefore,  when implement ing the  

nat ional pol icies ,  they sometimes have to  bear  higher r isks ,  such as  lending 

to the s tate-supported but high -risk emerging enterprises ,  resul t ing in  non -

performing loans and asset  impairment  sometimes.  

State-owned commercial  banks is  large -scale but  ineff icient .  The imbalance 

of  supply and demand s t ructures  of  Chinese commercial  banks also leads to  

the difference in  the qual i ty of  deposi ts  and loans in  s tate -owned commercial  

banks and non-state -owned commercial  banks.  In  addi t ion,  compared with 

s tate-owned commercial  banks,  non -sta te-owned commercial  banks have a  

late s tar t  and s t rong drive for  profi t  maximizat ion,  which leads to  the 

advantages of  non-state-owned commercial  banks  in  the construct ion of  
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talent  echelon.   

Compared  with non-state-owned commercial  banks,  s tate -owned commercial  

banks have s t rong capi tal  s t rength and huge payment  and set t lement  network,  

and hold huge customer resources .  Now, s tate -owned commercial  banks  

part icipate in  the capi tal  market  t hrough l is t ing,  which expands the scale of  

the capi tal  market ,  enhances the product  supply capaci ty of  the market ,  and 

improves the l iquidi ty of  the market .  Besides ,  the coexis tence of  s tate -

owned commercial  banks and  non -state-owned commercial  banks may 

rest rain the i rrat ional  f luctuat ions of  the market  to  a certain ex tent ,  which 

reduces the r isk of  market  operat ion and improves the eff iciency of  the 

capi tal  market .  The coexis tence of  non -state-owned commercial  banks and  

s tate-owned commercial  banks promot es  the heal thy compet i t ion in  China ’s  

f inancial  market  and  solves  the disadvantages of  Chinese commercial  banks 

of  law capi tal  adequacy rat io  and few business  variet ies  to  a certain ex tent .  

 

7.2 Limitations of study and future prospects  

1.  The s tate-owned commercial  banks are  a complex and changeable dynamic 

system. Therefore,  factors  that  affect  the core compet i t iveness  of  s tate -

owned commercial  banks come f rom various aspects .  When designing the 

evaluat ion index  sys tem, this  paper focus es  on the impact  of  internal  factors ,  

instead of  consider ing the impact  of  the market  s t ructure and market  

environment  on the core compet i t iveness .  It  should be further  supplemented 
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in  the subsequent  research and s tudy.  

2.  For the core compet i t iveness  eval uat ion index  system i tsel f ,  i t  contains  

many indexes.  This  paper takes  the theoret ical  research  perspect ive of  

economics as  priori ty,  focuses  on four f i rs t -class  indexes,  12 second -class  

indexes and severa l  auxi l iary index  sys tems,  and establ i shes  the core  

compet i t iveness  evaluat ion index  system of s tate -owned commercial  banks.  

Quant i tat ive expansion and st ructural  opt imizat ion of  the indexes should be 

done in  a more comprehensive and  in -depth way in the fol low-up research  

to  make the evaluat ion resul ts  mor e inst ruct ive.  

3.  Since 2006,  China 's  market  has  been  opened to the outs ide world in  an 

al l -round way,  and the t rend of  f inancia l  market  global ization has  become 

increasingly clear.  Today,  with the rapid development  of  interest  rate  

l iberal izat ion,  the com pet i t ion between the main commercial  banks of  

Western developed countr ies  and China ’s  s tate-owned commercial  banks has  

become increasingly f ierce.  Meanwhile,  af ter  decades of  development ,  China 

has  gradual ly shown some joint -s tock commercial  banks  with i ts  own 

characteris t ics  and have considerable influence  in  the regional  or  nat ional  

markets .  In  this  paper,  only f ive s tate -owned commercial  banks and seven 

non-state-owned commercial  banks are used to  evaluate the core 

compet i t iveness .  We should further  cons ider  joint -s tock commercial  banks  

with considerable influence,  including the main urban commercial  banks,  

rural  commercial  banks,  private banks and foreign banks for  the select ion of  

evaluat ion uni ts ,  so as  to  more accurately measure the core compet it ivene ss  
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of s tate-owned commercial  banks and non -state-owned commercial  banks.  

The evaluat ion resu l ts  obtained in  this  way wil l  be more in  l ine with the 

actual  s i tuat ion, and  the countermeasures  to  cul t ivate and enhance the core  

compet i t iveness  of  s tate -owned commercial  banks wil l  also be more valuable.  
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