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Abstract

The relationships that hold among competitions, efficiency and stability are
the basis for the study on the organization of the banking industry, a key factor
for the development of a country’s banking industry, and a theoretical
foundation for the implementation of the country’s banking policies. This thesis
attempts to explore the relationships between bank competitions and efficiency
as well as between bank competitions and stability, based on the theoretical
grounds of the relationships that hold among competitions, efficiency and
stability; it aso evaluates China's present banking policies through an empirical
analysis of banking competitions, efficiency promotion and market stability in
order to provide some suggestions for the formulation and implementation of
policies concerning banking competitions.

The innovations of this thesis are listed as follows. First, the theory of
industry organization is introduced into the analysis of issues of banking
competitions. As market stability is of critical importance to banking, it is
included in the framework of analysis, namely the assumption that competition
tendency and market performance determine operation efficiency, efficiency of
provisions, and banking stability. Second, the thesis takes into account the
operation efficiency of banks at the micro-level as well as the efficiency of
funds provisions of banks at the macro-level. It shows through empirical
anaysis that the operation efficiency and that of funds provisions of China's
banks are low and that banking reform has not attained expected results.

Chapter One introduces theories from China and other countries
concerning banking, involving the relationships that hold among competitions,
efficiency and stability, which are the target of the study.

Chapter Two is an analysis of the competition tendency of Chinas
banking. In this chapter three methods are employed to measure the degree of

banking competitions, and a conclusion is drawn that the market structure of



China’'s banking has not changed fundamentally since the banking reform, that
market competitions are limited, and that the monopoly of banks prevails in
China

Chapter Three is an empirical analysis of China's banking competitions
and efficiency. Empirical analysis is done on the relationships between banking
competitions and operation efficiency as well as between banking competitions
and the efficiency of bank funds provisions, and on the assessment of the
relationships among the market structure, the structure of property ownership
and economic performance of China's banking.

Chapter Four is an empirical analysis of China's banking competitions
and stability. It is argued that the benefits that the improvement of banking
efficiency brings about outweigh the losses that banking instability incurs. The
result of the empirical analysisisthat the market competition patterns of China's
banking as those of concentration cause the vulnerability of the banking system
rather than the stability of banking.

Chapter Five is about the competition policies and improvement of
China's banking competitions. It analyses the competition policies and their
applicability for banking, explores the defects of efficiency targets concerning
China’'s banking policies and the policy orientation in dealing with the
relationships between banking efficiency and stability, and proposes better
competition mechanisms for the improvement of China's banking.

K ey wor ds: Banking competition; banking efficiency; banking stability
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