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Scale Economy of Banks in China and
Examination of the Effects of Technological Progress

LIU Zhong-hua', FAN Wen-yan', YI Xing-jian®

(1. Business School , Hunan Science and Technology University, Xiangtan 411201, China;
2. Business School , Xiangtan University, Xiangtan 411105, China)

Abstract: This paper estimates scale economy and the effects of technology progress in
Chinese banking industry (1994 ~2001) by introducing SUR method. The empirical result
shows that, as a whole, there exists slight scale diseconomy, but from the aspect of individual
banks, the phenomenon of substantial scale diseconomy also exists among comparatively small
joint-equity commercial banks and the largest bank—ICBC, while scale economy exists among
the other three State-owned banks, which shows that there exists a U—shaped average cost
curve in Chinese banking industry. For the first time, we introduce the value of T which repre-
sents technology progress into the model, the result of which shows that technology progress
can reduce bank cost, which is especially the case with joint-equity commercial banks.

Key words: economies of scale; trans-logarithmic cost function; effect of technology pro-

gress
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Opening-up of Banking Industry and Financial
Security of the State

WANG Wei-an

(School of Economics, Zhejiang University, Hangzhou 310027, China )

Abstract: On summarizing the new development in the opening-up of the banking indus-
try in China since its entry into the WTQO, the paper makes both theoretical and empirical ana-
lyses on the influences of opening-up of the banking industry on financial security of the state
from such three diversified perspectives as financial opening, financial competitiveness, and fi-
nancial impacts, and then puts forward corresponding countermeasures for maintaining finan-
cial security.

Key words: opening-up of the banking industry; financial competition; financial security
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