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6.Conclusion

The “Principles for enhancing sound corporate governance” (BCBS, 2010) issued by the Basel 
Committee on Banking Supervision (BCBS) highlighted the possible inappropriate influence 
from the controlling shareholders of banks and the serious consequence of excessive risk-
taking of banks on the economy. The ongoing reform in the banking sector in China also largely 
focuses on the ownership structure in order to improve the efficiency and prudence of Chinese 
banks. To shed light on this interesting yet under-researched issue, our study examines how 
ownership structure and risk management-related cor-porate governance influence the risk-
taking behaviour of Chinese banks. Based on the type of controlling shareholder, we classify 
Chinese commercial banks into government-controlled banks (GCBs), SOE-controlled banks 
(SOECBs), and privately controlled banks (PCBs). Our empirical results show that SOECBs and 
PCBs take less risk when

compared with GCBs. The results support our argument that the incen-tives to engage in 
prudent lending practices and to adhere to commer-cial objectives are weak for banks controlled 
by the government. We also find that the effect to reduce risks by the SOE and private control-
ling shareholders is more pronounced among banks with concentrated ownership.
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