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INTRODUCTION 
 

The diversification of financial institutions and the opening of 
financial markets have broken the monopoly of the existing 
state-owned professional banks and formed a new pattern of 
coexistence and competition among various financial 
institutions. The competition in the domestic financial market is 
accelerating and upgrading to international level competition. 
The introduction of the competition mechanism has promoted 
the improvement of banking management efficiency and the 
improvement of service quality, and promoted the overall 
development of banking business. The long-
and unfair competition in China's banking marke
the normal and orderly market competition environment. In the 
new competitive environment, it is necessary to adapt to 
changes in the market structure, changing the regulatory 
concept, and change the regulatory approach, which is 
conducive to the real needs of the balance and rapid 
development of the domestic financial industry that is still in 
the development stage, and is also conducive to accelerating the 
opening up of the financial industry. It is an essential element 
for China to be in line with international standards.
 

Types and characteristics of banking industry's restrictions on 
competition 
 

In essence, monopoly is a special form of competition. The 
final result of market competition and the survival of the fittest 
is the formation of monopolies in various forms of expression. 
Therefore, the banking industry, like other industries, also has 
unfair competition and monopolistic behavior. Because banks 
have the characteristics of economies of scale, that is, only 
when they reach a considerable scale can they achieve benefits. 
This has also become one of the reasons why banking 
institutions adopt market actions such as monopoly. At the 
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ABSTRACT 

There is monopoly and unfair competition in the bank industry, which 
development of society. The foreign banks will compete with domestic banks in every 

should analysis the competition characters of bank industry, and make the competition law applying to 
bank industry. 

The diversification of financial institutions and the opening of 
financial markets have broken the monopoly of the existing 

ned professional banks and formed a new pattern of 
coexistence and competition among various financial 
institutions. The competition in the domestic financial market is 
accelerating and upgrading to international level competition. 

competition mechanism has promoted 
the improvement of banking management efficiency and the 
improvement of service quality, and promoted the overall 

-standing monopoly 
and unfair competition in China's banking market has destroyed 
the normal and orderly market competition environment. In the 
new competitive environment, it is necessary to adapt to 
changes in the market structure, changing the regulatory 
concept, and change the regulatory approach, which is 

to the real needs of the balance and rapid 
development of the domestic financial industry that is still in 
the development stage, and is also conducive to accelerating the 
opening up of the financial industry. It is an essential element 

line with international standards. 

Types and characteristics of banking industry's restrictions on 

In essence, monopoly is a special form of competition. The 
final result of market competition and the survival of the fittest 
is the formation of monopolies in various forms of expression. 
Therefore, the banking industry, like other industries, also has 

fair competition and monopolistic behavior. Because banks 
have the characteristics of economies of scale, that is, only 
when they reach a considerable scale can they achieve benefits. 
This has also become one of the reasons why banking 

arket actions such as monopoly. At the 

same time, banks can expand their business scale through 
mergers and acquisitions, and gain competitive advantage.
Due to the banking industry's own business characteristics and 
important position, the banking industr
competition behavior has different characteristics from other 
industries. In terms of limiting the scope of competition 
behavior, the restrictive competition behavior of the banking 
industry can be divided into two situations. One is that t
competes with other banks in the financial business market as a 
market participant, thus the market for the banking industry. 
Structure and competitive conditions have an impact; the other 
is the impact of banks on market structure and competition 
other industries. 
 

With the gradual deepening of China's reform and opening up 
and the continuous development of the socialist market 
economy, China's banking market has made great progress and 
progress. The changes and increase in market entities have 
formed a market structure with sufficient competitive vitality, 
nor have they formed a good market competition order.
 

The market structure in which monopoly and competition 
coexist affects the market behavior of banking institutions. Yu 
Liangchuni applied SCP (Structure
Performance) to analyze the industry structure of China's 
banking industry and found that China's banking industry is 
highly concentrated and the monopoly of state
inefficient. Liu Wei and Huang Guitia
allocation of financial assets in countries around the world. And 
the corresponding banking industry organizational structure, 
that the industrial structure of China's banking industry is not 
suitable for excessive dispersion, mainta
concentrated industry structure is more reasonable, may be 
more conducive to improving the efficiency of financial asset 
allocationii. However, assuming that a reasonable banking 
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The market structure in which monopoly and competition 
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applied SCP (Structure-Conduct-Economic 
Performance) to analyze the industry structure of China's 
banking industry and found that China's banking industry is 
highly concentrated and the monopoly of state-owned banks is 
inefficient. Liu Wei and Huang Guitian further examined the 
allocation of financial assets in countries around the world. And 
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suitable for excessive dispersion, maintaining a relatively 
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market structure should maintain a certain degree of 
concentration, the question we need to solve is whether the 
current market structure and competitive landscape of the 
Chinese banking industry have achieved the corresponding 
scale benefits. As for the large-scale benefit of the banking 
industry relying on maintaining monopoly, many scholars have 
raised questions about the relationship between market structure 
and performance of China's banking industry, such as Zhao 
Zikai, Peng Qi, and Zou Kang. Through the construction of 
Panzar2Rosse's three-regression model, the H-index of market 
power (the market structure and competition level) is calculated 
and analyzediii;Deng Shengliang, Lin Hua, and Xiao Deiv 
believe that the relationship between market structure and 
performance is notobvious, because of the traditional banking 
system; Liu Zonghua, Fan Wenyan believe that the four major 
state-owned banks have experienced scale uneconomic to 
economies of scale to scale uneconomic procesvs; Zhang Qing, 
Chen Hongmin and Xu Chuanqi also studied the economies of 
scale of Chinese commercial banks respectivelyvi; Yi Gang and 
Zhao Xianxin's research shows that bank size is not positively 
related to bank efficiencyvii. All of the above studies have 
concluded that the difference in the surface of bank institutions 
is only the result of blindly expanding branches, not the result 
of market competition and optimization.  
 

From the reality, the four state-owned commercial banks firmly 
occupy the dominant position in the market. Although the joint-
stock commercial banks have entered the market, the four 
major state-owned commercial banks still occupy the majority 
of the market. Therefore, China's banking market has not 
reached a suitable competitive structure, but monopoly and 
competition coexist, which is a monopolistic competition 
structure. In order to obtain more profits, banking institutions 
have maintained their monopoly status in various ways. 
Coupled with the long-term lack of effective supervision of the 
competition order, there are a large number of unfair 
competition behaviors in China's banking market. The 
competition in China's banking industry is more manifested in 
increasing the number of institutions, fighting the number, and 
not counting the cost of deposits. In terms of service quality, 
innovation of financial products, expansion of business areas 
and improvement of management level, there is no major 
contribution. Lack of management, lack of motivation for 
research and development has become a direct manifestation of 
the lack of competitive pressure caused by monopoly. The 
monopoly of state-owned commercial banks under state control 
in China has led to the expansion of state-owned commercial 
banks and business scales, personnel and institutional outlets, 
and lack of cost and interest constraints. As a result, unit 
operating costs have risen and unit revenues have declined, 
resulting in uneconomic scale. Therefore, the monopoly of 
state-owned commercial banks is an important reason for the 
insufficiency of financial competition and the low quality of 
competition in China. 
 

The existence of monopoly and unfair competition has affected 
the normal operation of the financial market and the overall 
development of the banking industry, and is also not conducive 
to the realization of the public interest. In the absence of 
competitive regulation, the banking industry may fall into 
endless vicious competition. Lead to increased operating costs, 
lower profits and increased risks in the industry. Some scholars 
believe that the banking monopoly is a behavior in which a few 
banks use economic or other means to limit competition, 
manipulate and control the target market, and harm the public 

interest in order to achieve specific goalsviii. Therefore, the 
ultimate result of the monopoly of the banking market is to 
undermine the realization of social public interest. 
 

The impact of restricting competition behavior in the banking 
industry 
 
China's banking market has experienced four major state-owned 
banks to dominate the competition of shareholding commercial 
banks, and the changes in the competitive landscape will have 
an important impact on the banking industry, which has 
intensified the banking industry's restrictions on competition. 
The existence of monopoly and unfair competition has affected 
the normal market order and the development of the financial 
industry. 
 

First of all, the monopoly of the banking industry undermines 
the dominant position of the market. The original intention of 
the market economy is to enable all market participants to 
participate freely in market activities, thereby giving play to the 
fundamental role of market allocation of resources and 
improving the efficiency of resource utilization. However, 
monopoly excludes some market entities from market activities 
and limits competition to a few market entities recognized by 
monopolies, undermining normal competition order. 
 

Second, the monopoly of the banking industry undermines the 
trading order of the market. The market economy is to let the 
price play a leading role and regulation role in the transaction, 
but the existence of the monopoly, the price of the product or 
service is no longer the market price, but the monopoly price. 
Therefore, the deposit and loan interest rate that reflects the 
relationship between supply and demand of funds also loses the 
role of regulating supply and demand. Therefore, the monopoly 
has caused the order of transactions originally conducted at 
market prices to be broken. Moreover, the existence of 
monopoly prices has led to an increase in transaction costs, 
resulting in reduced efficiency and loss of social welfare. 
 

Third, the monopoly of the banking industry undermines the 
legal order of the market. Due to the past system and other 
reasons, the relationship between monopoly and administrative 
power of China's banking industry is relatively close, which 
leads to the bank's operation and service no longer based on 
market rules and legal norms, but administrative will and local 
interests. Moreover, the monopoly of the banking industry has 
also increased the arbitrariness of market changes, weakened 
the constraints of the law, and led to an increase in various 
criminal activities. 
 

Finally, the monopoly of the banking industry undermines the 
moral order of the market. Due to the existence of monopoly, 
the government and banks have seized a large amount of 
monopoly interests in the market by virtue of their monopoly 
position. Market ethics is increasingly ruined, and contracts or 
contracts that constrain market entities become embellishments. 
The main players of the market are each, each needs, resolves 
contradictions and conflicts no longer rely on law and morality, 
but relies on administrative power, which in turn spawns a large 
number of financial corruption problems caused by power rent-
seeking. 
 

Judging from the final result of monopolistic and unfair 
competition behavior, fierce or excessive competition among 
financial institutions will lead to instability of the entire 
financial system and thus jeopardize the stability of the entire 
economic development. The imperfection of the market and the 
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imperfect legal system have caused many banks not to rely on 
legitimate operations to obtain profits, but instead seek various 
improper means to cause a large number of unfair competition 
behaviors in the banking industry. The harm is: first increase 
the operating costs of the banking industry, reducing efficiency 
and credibility. You can dig up the limited financial resources 
between banks and increase operating costs. The biggest 
victims are small and medium-sized enterprises, especially 
small and medium-sized financial institutions such as small and 
small credit unions. Second, it is easy to induce financial risks, 
moral hazards and even corruption. The problem of payment 
processing fees is a kind of fraud or concealment in financial 
competition. It is a potential financial risk, especially the risk of 
payment for small and medium-sized financial institutions. 
Third, increase the regulatory difficulty and regulatory costs of 
the central bank. Because banks are more concealed in terms of 
payment processing fees, the central bank is more difficult to 
investigate and collect evidence, and the means are limited. 
There is no more effective way to stop monopolistic 
competition. Although the "Financial Violations Punishment 
Measures" have been implemented for many years, the central 
bank has implemented it very seriously, but the effect is not 
significant, which undoubtedly increases the difficulty of 
supervision and supervision costs. 
 

For the restrictive competition behaviors in the banking 
industry, although the administrative regulations and industry 
norms also stipulate this issue, they cannot effectively regulate 
the competition behavior of the financial industry. Therefore, 
while ensuring the security, prudent operation of the financial 
industry, the banking supervisory authority should also regard 
market competition as an important part of supervision. Efforts 
should be made to promote competition in the banking industry 
and to maintain the vitality of the industry and the market 
through competition to ensure that consumers can share the 
benefits of competition. 
 

The regulation of the competition behavior of China's 
banking industry 
 

The full opening of the banking industry will change the 
oligopoly situation in China's banking market, but it will also 
have an important impact on China's relevant policies and 
financial supervision. From the perspective of market 
competition, the participation of new market participants has 
changed the market structure of China's banking industry and 
helped to strengthen the market's competitiveness. At the same 
time, the advanced concepts and market management 
experience and technology of foreign banks must attract high-
quality customers and financial resources in the market. Such 
changes will prompt Chinese-funded institutions to accelerate 
the innovation of products and services. From the perspective 
of bank supervision, the full opening of the financial industry 
has increased the risk factors of China's banking market, and 
put forward higher requirements for regulatory levels and 
policies. It is necessary to strengthen the understanding and 
control of market risks, and provide fair market opportunities 
and competitive environment for foreign banks and Chinese-
funded institutions to better realize the positive interaction 
between the development of the financial industry and the 
development of the national economy. 
 

The impact of the banking industry on the competition of other 
industries is indirect, complex and atypical, making it more 
difficult to judge the behavior and results of restricting 
competition. At present, the competitive supervision of China's 

banking industry is only a fragmentary regulation, and it’s not 
easy to operate. There is a certain gap. The reason is that 
China's financial market implements separate operations and 
separate supervision, strictly restricting the mutual business 
cross between banks, insurance and securities. Therefore, in the 
face of the market competition caused by financial holding 
companies, there is no suitable legal system to regulate and 
adjustments. At the same time, as a special industry, the 
banking industry's business and operations are special and 
professional, making it difficult for the general department to 
achieve effective supervision. It is effective only if it is 
supervised and managed by special regulatory authorities and 
related systems. For a long time, the banking industry has in 
fact been outside the scope of adjustments to the general 
competition law. 
 

With the improvement of marketization and the continuous 
maturity and improvement of the market system, competition 
will become the core issue of financial market supervision. The 
competition at this time is the competition of the efficiency of 
the banking institutions, not the competition of pure scale. 
Establishing and maintaining a competitive market and forming 
a good competitive competition are important aspects of 
improving bank efficiency. It can be seen from the experience 
and practice of various countries that in addition to ensuring the 
security and stability of financial operations, maintaining fair 
competition is one of the important functions and contents of 
financial supervision. The normal development of the financial 
industry and the operation of the market need to ensure the 
fairness and freedom of competition; it is necessary to prevent 
the lack of competition in the banking industry and to prevent 
excessive competition. In order to adapt to the new market 
environment, bank supervision must update the regulatory 
concept, respect the market rules, draw on international rules, 
pay close attention to the new progress in solving relevant 
problems in the field of international banking supervision, and 
pay attention to the appropriateness and effectiveness of 
banking supervision. In order to regulate the competition order 
in the banking market, China's financial regulatory agencies 
should also regard competitive supervision as an important part 
of supervision, and maintain a fair market competition order 
and an orderly competitive market environment as the target of 
supervision. 
 

From the perspective of the legal system of competitive 
supervision, in addition to the industry norms formulated by the 
special needs of the industry, it is mainly the application of the 
anti-monopoly law and the anti-unfair competition law. 
Freedom is the driving force of competition. Fairness is the 
value judgment standard of competition. The competition 
supervision of anti-inappropriate competition law is to ensure 
the fairness of market competition. It is mainly to supervise the 
unfair competition behaviors that occur in the market 
development and business operation behaviors of banks. The 
micro level guarantees the fairness and impartiality of banks in 
market competition; the competition supervision of anti-
monopoly law is to guarantee the market environment and 
maintain the fairness and freedom of competition, mainly for 
the control of the market that the enterprise has formed or may 
form. The macro level guarantees the market environment and 
maintains the fairness and freedom of competition. 
 

It is worth noting that the role of competition regulators in 
banking supervision is obvious. Due to its special status and 
role, the banking industry is subject to dual supervision by 
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specialized agencies and competition regulators. Among them, 
the specialized agencies are the Ministry of Finance or the 
Central Bank. They mainly regulate the behaviors affecting the 
market structure such as bank mergers and acquisitions for the 
sake of stability and safe operation, while the competition 
regulators consider the issue of maintaining market competition 
and order. In rare cases, competition and security issues are 
regulated by the same agency. For example, the Central Bank 
of Brazil has both of these rights; the South African Ministry of 
Finance sometimes rejects the review of bank mergers and 
acquisitions by the competition authorities from the perspective 
of public interest needs; so is Italy, where antitrust laws apply 
to the banking industry through the central bank. When a bank 
merger involves a deposit and loan market, the anti-monopoly 
agency only provides the central bank with a decision-making 
basis. In addition, the anti-monopoly agency has full decision-
making power; the Korean Finance Supervision Committee 
must deal with the M&A case in advance with the Korea Fair 
Trade Commission. Discuss competition issues related to 
mergers and acquisitionsix. 
 

Since the banking industry is different from the general 
industry, its business operations and market operations have 
their own characteristics. Considering the actual situation of 
China's banking industry and the level of economic and social 
development, the institutional setting of competitive 
supervision can be implemented in steps, that is, to maintain the 
current system in the short term, and to implement institutional 
separation and joint responsibility systems. The People's Bank 
of China and the Banking Supervision and Administration 
Commission exercise the supervisory duties and functions of 
specialized agencies, while the administrative department for 
industry and commerce is responsible for the supervision of 
market competition. The above two types of regulatory 
agencies jointly maintain the competitive order and stable 
development of the banking market; when the financial market 
develops at the right time, a unified competition regulatory 
agency is established. 
 

In general, no matter what kind of regulatory system is adopted, 
the purpose is to ensure the freedom of competition and market 
vitality. In the rapid development of the economy, strict 
competitive control measures can be adopted, and when the 
economic development is relatively sluggish, a loose anti-
monopoly regulation policy is adopted. China's banking 
industry is faced with the situation where opportunities and 
challenges coexist, and it is necessary to maintain a good 
market competition order. China is currently in a period of 
rapid economic development, and it is also a crucial period for 
social development.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The success or failure of financial industry supervision has a 
greater impact on society. Therefore, we should emphasize the 
priority status of social public interest, adopt a relatively strict 
competitive supervision system, and clarify the application of 
competition law in special industries such as banking. On the 
basis of forming and maintaining a market structure and market 
order with sufficient vitality, we will guide the banking 
institutions to achieve steady and rapid development. The 
purpose is to promote financial competition, optimize the 
allocation of financial resources, increase consumer welfare, 
and improve financial efficiency, thereby promoting economic 
development and social progress. 
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