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On Dynamic Optimization of Government’s Utility
Function in the Reform Process of
State-owned Commercial Banks

——An Analysis Based on Government’s Preference

of Rent or Efficiency

JIANG Shu-xia, LUO Jie

(Department of Finance, Xiamen University, Xiamen 361005, China)

Abstract: In the course of institutional change of government-dominated
supply of China’s state-owned commercial banks, the utility function of the
government will see a process of constructional optimization, that is, prefer-
ence of rent will be substituted by preference of efficiency when the cost di-
rectly controlling state-owned banks quickly increases. This paper attempts
to establish a “dual structure and two-stage” government utility function
through analysis of the periodical characteristics of the government utility
function in the process of state-owned commercial banks reform, so as to
further analyse the institutional logic of the reforms of state-owned commer-
cial banks.

Key words: government’s utility function; preference of rent; preference

of efficiency; dynamic optimization
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