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A Study on the Coopetition in China’s Commercial Banks:
Significance and Strategies

HUANG Yan-jun, YING Juan
( Department of Finance, Zhejiang University , Hangzhou 310027, China)

Abstract: Since the middle of the 1990s, co-operative competition has become an important trend in the
development of international banking industry. Commercial banks in China should also take co-operative
competition strategies into serious consideration to meet with challenges of the ever-changing international
financial environment and competition. The significance of co-operative competition lies in: changing the
competition pattern of the banking industry and thus improving the efficiency of the competition by changing the
structure and scope of competition among banks; reducing administrative cost and enhancing banks’ operating
efficiency by the establishment of the quasi-market organization; upgrading the competitiveness of the banking
industry through resource sharing, organization and operation synergism, advantage complementing and
capability extending; then at the same time fully exerting comparative advan.tage of individual banks,
concentrating on the core business in which they have the most competitive advantage in value-creation, and
enhancing the core competitiveness .

As to the strategy of co-operative competition, from the perspective of the microeconomic participant,
each bank is free to decide on whether to apply co-operative competition strategies and how to choose partners
by following market principles, while from the view of the macroeconomic decision of improving the whole and
core competitiveness of the banking industry, emphasis should be put on the cooperation between domestic and
foreign banks, especially on high level cooperation between state-owned banks and foreign banks. In the
co-operative competition between domestic and foreign banks, the most important thing is to choose the

appropriate 1 ational  strategic partners and to gain as much economic benefit as possible from the
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co-operative competition. The method developed for the former is to design, first of all, some subdivision and,
secondly, some rate indexes according to the three commonly used principles, i.e. compatibility, capability
and commitment. Then decide the relative importance of each index by adopting DELPHI method, and work
out the weight of each index through using AHP method. Finally, figure out the partner’s final evaluation
score , the one with the highest score being the most suitable. As to the latter, an improved group weight model
is developed for benefit allocation, which combines the advantage of the three principles-more pains more
gains, risk compensation and utility maximization. By using this benefit allocation model, the problem of
distributing the revenue fairly and reasonably among different members of the bank’s cooperation organization
can be solved efficiently. |

Key words: co-operative competition; commercial banks in China; significance; partner choosing; benefit

allocation
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