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The SWARM Simulation Analysis on the
Improvement of the Incentive-Discipline

Mechanism of Chinese Commercial Banks
CHEN Xue-bin',LI Han?,ZHU Yeé?

(1. Institute for Financial Studies, Fudan University, Shanghai 200433, China; 2. School of Finance, Shang-
hai University of Finance and Economics, Shanghai 200433,China; 3. Shanghati Branch of China Life Insur-
ance Company, Shanghai 200021 ,China)

Abstract: Based on the Complex Adaptive System theory ,the paper, from the microeco-
nomic perspective, analyzes the different characteristics of the two agents—the owner and the
manager of the commercial bank, and the different ways of behaviour to maximize their own u-
tility in the course of selecting contracts and distributing profits. It also utilizes the computer
programming to simulate the process of these behaviours to observe the results produced under
different incentive-disipline conditions. The rusult of simulation shows that it is impossible to
increase the banks’profits by increasing the managers’ fixed salaries, but the increase of the
proportion of the floating salaries which are related to the banks’ profits can fully motivate
managers, and managers with different risk types respond differently to the enhancement of in-
centive coefficient, and commercial banks should adopt some long-term incentive measures,
such as long-term option system, to improve managers’ability to shoulder risks.

Key words: commercial banks; incentive-discipline mechanism; SWARM simulation
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