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What are the Determinants of the
Development of Banking Industry?

MA Yong, CHEN Yu-lu

(China Financial Policy Research Center . People’s University
of China s Beijing 100872, China)

Abstract; Current studies on banking development mainly focus on the
microeconomic aspect while the analyses on the basis of the macroeconomic
aspect and country sample have long been ignored. By the empirical study of
59 typical countries, the paper explores the determinants of overall develop-
ment of banking industry from 3 dimensions, namely scale, efficiency and
structure. The empirical results indicate that: firstly, macroeconomic stabili-
ty, banking regulation, the level of government regulation, financial open-
ness and social trust have significant effects on the scale of banking indus-
try; secondly, macroeconomic stability, sound system and management,
scale effect of banking business, the structure of financial system and regu-
latory standard have significant effects on the efficiency of banking industry;
thirdly, the overall scale of banking industry, banking regulation, banking
industry openness and the degree of bank corruption have significant effects
on the structure of banking industry.

Key words: banking industry; scale; efficiency; structure
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