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Credit Decision-Authority Organizational Incentive and

Performance of Hybrid Financial Organizations
—A Comparative Analysis of Rural Credit Cooperatives and Agriculture

Rural Areas and Farmers Divisions of Rural Commercial Banks

LUO Jianzhang * ZHANG Heng " ZHOU Li °
( School of Agricultural Economics and Rural Development Renmin University of China Beijing 100872 China * © ;
Institute of Finance and Banking Chinese Academy of Social Sciences Beijing 100710 China )

Abstract: There are two competing explanations for the existence of hybrid organizations: the theory of stripping
burden and the theory of purchasing service. Based on a comparative analysis of rural credit cooperatives and Agriculture
Rural Areas and Farmers divisions of rural commercial banks in Chian this article proposes a theory of hybrid superiority.
It argues that hybrid organizations can reconcile policy targets and business targets by improving the allocation of credit
decision rights and organizational incentive though a trial and error path. It builds an analytic frame work of “credit
decisions-organization incentive” to elaborate the argument and tests it by measuring the performance of the above two types
of hybrid organizations.

Keywords: Organizational Structure; Hybrid Organization; Organizational Performance; Credit Decision Right;

Organizational Incentive
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Financial Sector Openness and Firm Economic Performance

JIN Zeyang *  DING Haoyuan ”  JIN Yuying
( School of Finance and Business Shanghai Normal University Shanghai 200233  China * ;
College of Business Shanghai University of Finance and Economics Shanghai 200433 China " © )

Abstract: President Xi Jinping announced the further opening of the financial sector at the 2018 Boao Forum a
landmark event of economic reform. We examine the impact of opening up on firm economic performance using a general
difference-in-difference methodology. Financial sector openings have improved the performance of firms in general.
Furthermore firms with tighter financing constraints perform better suggesting that financial constraints are the primary
channel of financial sector openness. As a result of the opening of the financial sector firms tend to invest more in fixed
assets than in financial assets. Firms with tighter financing constraints also tend to invest more. According to the findings
opening up the financial sector has increased firm performance and firms with restrictive financial constraints perform
better. In addition firms also invest more in fixed assets after financial sectors open up. The openness of the financial
sector is consistent with the national strategic positioning of a “financial service entity”.

Keywords: Financial Sector Openness Firm Economic Performance Financial Constraint
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