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A Study of Banking Supervision System in Modern China:
Based on the Relationship of Government and Bank Guild

Lan Rixu', Li Kun’

(1. School of Economics, Central University of Finance and Economics, Beijing 100081, China;
2. School of Finance, Central University of Finance and Economics, Beijing 100081, China)

Summary: Finance is the core of the entire economy and plays a vital role in the smooth operation of the
economy. Therefore, this paper attempts to start from the regulatory agencies, regulatory laws and regulations
to reveal why modern Chinese banks chose to take bank self-control and industrial organizations as the main
starting points of risk prevention. Through the analysis of the changes of modern banking supervision system,
this paper sorts out and summarizes the experience of risk prevention and control of modern banks, so as to
provide a mirror for the current financial risk prevention. The study finds that, since the establishment of China
Merchants Bank, although the supervision system has gone through a process from start-up to continuous sup-
plementation, its supervision effect was relatively limited. In terms of supervision agencies, from the branch of
the late Qing Dynasty to the Ministry of Finance of the Beiyang Government, then to the Financial Supervi-
sion Bureau and the Central Bank of the Nanjing National Government, the professionalization and refine-
ment of supervision has experienced great progress. However, subject to the government’s guidance, its risk
prevention and control objectives were greatly affected by the government’s will, and the supervision effect

was difficult to guarantee. In terms of supervision laws, the overall legal system was gradually improved, but
(55 152 31)
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ferent employment statuses. Specifically, the employment probability of manufacturing declines, and the em-
ployment probability of service industries rises. It is mainly reflected in the young workers and the workers
with lower education. In addition, export slowdown has caused the labor force to adjust from an employee’s
employment status to a self-employed status, which reflects the fact that people participate in informal forms
of employment in response to negative trade shocks. Third, the analysis of the mechanism shows that export
slowdown has a negative impact on the performance of local manufacturing firms, which will pass on negat-
ive trade shocks to workers in the form of reduced labor demand, while the performance of service firms has
cushioned this shock to some extent. The reasons for the unemployment mainly coming from firm-level factors
and the more difficult job hunting further provide indirect evidence for this mechanism.

The conclusions of this paper provide theoretical support and empirical evidence for China’s dual stra-
tegic goals of effectively resolving trade risks and further promoting employment priority. We need to formu-
late scientific trade policies to resolve external environmental risks and promote the stability of China’s trade
and high-quality development of economy. In addition, we also need to improve the development of new types
of employment and build a smoother labor employment security mechanism to enhance the people’s ability to
withstand the external uncertain risks.

Key words: export slowdown; local labor market; employment adjustment; firm performance
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due to poor coercive power, the supervision effect was poor. Due to the unsatisfactory supervision system,
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commercial banks not only strengthened their own risk management construction, but also strengthened the
construction of Bank Guild to deal with internal and external risks. With the establishment and strengthening
of Bank Guild, it played an important role in supervision and management under the early weak government
supervision system in modern China, and even led the supervision of the entire banking industry from the out-
side, and promoted the progress of government supervision. After the establishment of the Nanjing National
Government, due to the officialization of banks, the government’s supervision of the banking industry contin-
ued to be strengthened. The entire supervisory system was gradually incorporated into the government’s lead-
ership, and the supervisory role of Bank Guild was gradually weakened.

The contribution of this paper is mainly reflected in two aspects: Firstly, based on the relationship of gov-
ernment and Bank Guild, this paper explores the changes in the banking supervision system in modern China,
and the relationship between government supervision and Bank Guild, sorting out the characteristics of the
changes in the banking supervision system, as well as filling in the blank of relevant banking supervision sys-
tem research. Secondly, we should learn from the past and learn from the experience and lessons in the
changes of modern supervision system. The first is to clarify the supervisory body and maintain independent
supervision; the second is to refine the system and strengthen the mandatory binding force; the third is to main-
tain the independence of the banking self-regulatory organization.

Key words: modern China; commercial banks; supervision system; Bank Guild
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