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Abstract

In the modern economy,- ﬁnancial is playing an increasingly
important role. China's financial system reform began with China's
economic reform at the same time after the Third Plenary Session of the
11th CPC Central Committee. But now, there are still many unresolved
fundamental issues out with China's financial reform. After joining the
‘—-WTO, China will face more severe financial competition, and how to
adapt to the market as soon as possible to establish and improve the
economic, competitive modern financial system has become a top priority
of the current economic reform. After more than 20 years of reform,
China's financial system change formats a unique path. China's financial
system reform will impact the further reform. Study the changes trails and
~their impact on the future financial will make a practical significance on
avoiding loss of efficiency and maintaining healthy development of
system changes. It also can play a great practical significance on
identifying the shortcomings of the financial system and the |
establishment of an effective financial system.

The basic idea of this research: First, introduced the planned financial
system’s formation, development, characteristics and analysis of the
defects of the planned financial system and evaluated their performance.
Then introduced the main elements of our financial system change since
the reform and opening up, the course of China's financial system is
divided into four stages, and evaluated the characteristics of each
stage of the system change. On this basis, the analysis focused on the
changes in our financial system path dependence and discussed the
formed premise, the underlying causes and practical reasons of the

dependence. Then this article analyzed several aspects of the performance



of the path dependenée on economic and financial. Finally explore how to
overcome the path dependence of our financial system changes. First
analysis has been done on the positive impact of the WTO to our financial
system. From the specific details explored how to break the path
dependence. At lasf the overall reform of China's financial reform
direction has done analysis. The overall direction of China's financial
reform is the financial deepening, But financial constraints is necessary in
the course of the operation to keep it steady.
The main contents and perspective and basic framework are as

follows: |

~ Introduction part: summarized results of existing research literature,
thus creating logical starting point for research. The inadequate of the
existing literature in the study of the issue and ideas of this article on this
research, gave a briefing.

Part I: introduction the basic theory of the system change,
dependence on trails and economic performance. System was Incentive
rules in the social, political and ec-:onomic' aspects. The system is unstable,
always chahges between a static state and dynamics state. System change
has the features of dependence on trails. Dependence on trails is either
healthy dependence on the trails or vicious dependence on the trails.
Interest factors are the deep reason of path dependence. Different interest
groups mutually game determines system changes direction. System
performance is the result of combining the elements and system. Sysiem
performance is a kind of "adaptation" efficiency, and financial
performance is such a performance.

Parts two: the evolution and characteristics of China's financial
system. First introduced China’s planned financial system’s formation,
development. Then analyzed the characteristics of the planned financial,
planned financial has five characteristics: operational style unified, credit

planned, and administrative functioning of, the monetary transmission
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“mechanism straightfdrward, passive way of macro-control. On this basis
analyzed the efficient and defects of the planned financial system. The
planned financial system is adapted to the planned economy but not
market economy. The reform of China's financial system then divided
into four stages analysis, namely: .seven years for the exploration, the
institutional framework of a phase of the Decade, -four-year adjustments,
enrich and deepen stage, the faster pace of reform after entering the WTO.
And the content and features of each stage analyzed.

Part III: the analysis of China's financial system path dependence
since the reform and opening up. After analysis of the characteristics of
China's financial system changes, the focus of this section is on the
Phenomenon of path dependence. China's financial system ’dependent
primarily reflected in the route of mandatory, incremental, lag, property
rights reform and Imitating the economic model. Governments play a key
~role in the reform of China's economic. China’s reform is a top-down
| reform model, and the government choose gradual reform path, which is
suitable with the government's role. Lagging behind is the formation of
vested interests is the mutual game results. Our financial system has two
characteristics from specific content: First, property rights single, 20
years’ reform of property rights, property rights are never out of the scope
of Public ownership. Financial reform is a model for economic reform
model. After analyzed the phenomenon and the factors of path
dependence, this theory provides an in-depth analysis of the phenomenon
from highly on the formation of trails that interest mechanism is a path of
the root causes, property interests mechanism is a prerequisite for the
formation of mechanisms, and the "cost -- more revenue" is a
path-dependent reality.

Part IV: the path dependence of China's financial system and
economic performance. Analysis has been one from several aspects of the

impact of path dependence to financial performance separately.
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Mandatofy makes financial institutions inefﬂcienby and poor operational
capacity, and lead to inadequate financial markets, and financial
"rent-seeking” to happen. Incremental make some fundamental and
crucial issue was not resolved, a 1argé amount of bad assets, interest rates,
exchange rate system is not perfect because of incremental reform. Lag
changes can not meet the formal financial economic development,
especially the fapid development of the private economy can not meet,
and to pf'omote the non-formal financial system’s development. Property
rights reform is the key issue of financial reform, and property rights
reform in China's financial reform has been slow progress, can not be out
of the ownership restrictions. Finally in this section, a general evaluation
of the efliciency of our financial analysis was made .Our financial is
unsatisfactory.‘

Part V: How to overcome negative impact the path dependence made
to the economic and financial. First refer to the impact of Entering the
WTO to the path dependence of financial system. It plays a positive role
to break the dependence on trails-and can accelerate the pace of China's
financial reform. Then made a few suggestions on the specific practices:
improving the legal system, changes from the mandatory changes to
Ernticing change, a change of regime state. Finally the paper stresses the
overall direction of China's financial reform, emphasizing financial
deepening is the overall direction, but in the process of financial
deepening, making attention of appropriate financial constraints to
maintain steady financial reform.

Finally parts: a brief summary of the contents of this article and
evaluation.

Major innovation perspective:

This articie highlighted the path dependence of property rights issues

and the financial system to the economic system "copied".

Stressed entering WTO is a positive factor to break the dependence.
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The main research methods:
Logic and historical unity; the combination of empirical analysis and
normative analysis; the combination of static analysis and dynamic

analysis methods.

Keywords : System changes Financial performance

Financial system Dependence on trails
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