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Abstract

China's current financial system is still mainly based on indirect financing,
commercial banks’ efficiency is very important to China's financial resources’
allocation of the economy and society, and even whether China's economy can
maintain sustained and steady growth. In the past three decades, China has been
committed to the banking sector’s modernization and marketization process,
especially since 2003, China began to energetically promote the commercial banks’
shareholding system reform and public offering. In 2006 and 2007, there have been
nine banks in the public offering of China's A-share market listing, which indicates
that China's banking sector reform has achieved significant stage achievement.
Investigating the efficiency of China’s listed commercial banks now is very important
to test China’s banking sector’s reform achievement and find the problems, with
which this paper can puts forward policy recommendations to China’s banking
sector’s development.

Based on SFA, used the more flexible Translog Function form, follow Battese &
Coelli (1995) model to build alternative profit efficiency function, this paper estimates
and calculates the profit efficiency of China’s all of the 14 listed commercial banks
from 2004 to 2008, and analyzes the efficiency affecting factors with selected
financial characteristics variables. The results of the empirical study show that the
whole China’s listed commercial banks’ average profit efficiency is 0.685, which
indicates the current profit efficiency is low, but showing a rising trend with time
during the sample period. The empirical results also show that urban commercial
banks are most efficient, followed by large state-owned banks, and joint-stock banks
is lowest, which is consistent with many studies of past. In terms of efficiency
affecting factors, the empirical results show that the capital adequacy ratio,
non-performing loan ratio and return on equity (ROE) of listed commercial banks
have a significant impact on profit efficiency, while the loan-to-deposit ratio and fee
and commission income accounted for the operating income of banks don’t have a

significant impact.


http://www.iciba.com/reform/

Finally, according to theoretical research and empirical research, this paper puts
forward some policy recommendations, such as improving the governance
mechanisms, developing intermediary businesses, and implementing differentiation

strategy strategies, etc.
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