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The Effect of Government-affiliated Shareholders and Board Members
on Bank Performance after the Bank Corporatization in China

(Keyword) Government-affiliated Shareholder; Government-affiliated board member;
Corporatization; bank performance

(Abstract)
Using the panel data of 36 Chinese banks over the period from 2006 to 2014, we examine the
effect of government-affiliated shareholders and board members on ROA, ROE and NPL rate
after recent financial restructuring. We find that NPL rate is higher when government
ownership grows up, and that ROE is higher and NPL rate is lower when there are
numerically strong government-affiliated board members. By comparing the listed banks with
the unlisted ones we also find that a larger share of government-affiliated board members
makes a further ROA increase. It means that after the bank corporatization the government-
affiliated shareholders may destroy the bank’s soundness while the government-affiliated board

members can improve the bank’s performance.
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GOV_DIR 252 0.324 0.333 0.155 0.000 0.636
GOV_DIR2 252 0.602 0.643 0.148 0.077 0.867
PRIVATE_DIR 252 0.103 0.059 0.151 0.000 0.600
FOREIGN_DIR 252 0.159 0.143 0.129 0.000 0.571
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