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Chapter XX

The Foreign Banks’
Influence in Information

Technology Adoption in the
Chinese Banking System

Michelle W. L. Fong, Victoria University, Australia

EXECUTIVE SUMMARY
Foreign direct investment has been a common conduit of technology transfer for the
locally funded enterprises in the host country to adopt foreign technology. In addition,
it could be a powerful agent in affecting technology adoption within a technologically
backward host country. By contrast, foreign direct investment has not been a significant
source of information technology transfer into the Chinese banking system. Neither has
it been an effective agent in affecting technology adoption in this system. The priority
and concern of the Chinese government in protecting, and retaining control of, its
domestic banks and financial market have kept foreign direct investment in the
banking industry at a relatively modest level. The controlled industry, the long wait
for full market competition, and the inadequate infrastructure and operating framework
have inhibited the foreign banks from adopting highly sophisticated information
technology for their restricted business operations and from being an effective conduit
in technology transfer.

IGI PUBLISHING

This paper appears in the publication, Cases on Information Technology Planning, Design and Implementation 

 

 


edited by M. Khosrow-Pour © 2006, IGI Global

701 E. Chocolate Avenue, Suite 200, Hershey PA 17033-1240, USA
Tel: 717/533-8845; Fax 717/533-8661; URL-http://www.igi-pub.com

ITB14532



324   Fong

Copyright © 2006, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.

BACKGROUND

The Chinese Economy
The Chinese economy’s GDP (gross domestic product) has been riding on a

positive growth phenomenon, since the initiation of its economic reform program and its
transition from a command to a market-based economy in 1979. The new direction
undertaken by the Chinese government has definitely propelled the growth of the
economy between the pre-reform and reform periods, as shown in Graph 1. The real GDP
growth between 1979 and 2000 (in the reform period) was at an average annual rate of
9.25%, superseding the average annual growth of 5.3% experienced between 1960 and
1978 (in the pre-reform period). Although the growth had lost its vigor between 1992 and
1999, many economists and observers remained optimistic in the potential of this
emerging market economy.

The Chinese Banking System
Prior to 1979, the financial flows in the Chinese socialist economy were largely

governed by the predetermined central plan. Under this system, the state-owned banks
were the most active and important financial agents in the economy. They provided the
amount of money required to produce the predetermined amount of output and super-
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Graph 1. China’s real GDP growth rates: Pre-reform and reform periods and annual



 

 

23 more pages are available in the full version of this document, which may be

purchased using the "Add to Cart" button on the publisher's webpage: www.igi-

global.com/chapter/foreign-banks-influence-informationtechnology-adoption/6377

Related Content

Design and Development of Communities of Web Services
Zakaria Maamar (2009). Encyclopedia of Information Science and Technology, Second Edition (pp. 1024-1029).

www.irma-international.org/chapter/design-development-communities-web-services/13701

Multimedia Evaluations Based on Cognitive Science Findings
Eshaa M. Alkhalifa (2005). Encyclopedia of Information Science and Technology, First Edition (pp. 2058-2062).

www.irma-international.org/chapter/multimedia-evaluations-based-cognitive-science/14560

An Evaluation Study of User Authentication in the Malaysian FinTech Industry With uAuth Security

Analytics Framework
Soo Fun Tanand Gwo Chin Chung (2023). Journal of Cases on Information Technology (pp. 1-27).

www.irma-international.org/article/an-evaluation-study-of-user-authentication-in-the-malaysian-fintech-industry-with-uauth-security-

analytics-framework/318703

A Teaching Case for a Distance Learning Course: Teaching Digital Image Processing
Yu-Jin Zhang (2007). Journal of Cases on Information Technology (pp. 30-39).

www.irma-international.org/article/teaching-case-distance-learning-course/3211

OAI in University Libraries: Its Dynamics in India's Northeast
Rajkumari Sofia Deviand Ch. Ibohal Singh (2022). Handbook of Research on the Global View of Open Access and

Scholarly Communications (pp. 44-64).

www.irma-international.org/chapter/oai-in-university-libraries/303632

http://www.igi-global.com/chapter/foreign-banks-influence-informationtechnology-adoption/6377
http://www.igi-global.com/chapter/foreign-banks-influence-informationtechnology-adoption/6377
http://www.irma-international.org/chapter/design-development-communities-web-services/13701
http://www.irma-international.org/chapter/multimedia-evaluations-based-cognitive-science/14560
http://www.irma-international.org/article/an-evaluation-study-of-user-authentication-in-the-malaysian-fintech-industry-with-uauth-security-analytics-framework/318703
http://www.irma-international.org/article/an-evaluation-study-of-user-authentication-in-the-malaysian-fintech-industry-with-uauth-security-analytics-framework/318703
http://www.irma-international.org/article/teaching-case-distance-learning-course/3211
http://www.irma-international.org/chapter/oai-in-university-libraries/303632

