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Introduction

Since its founding in 1984, the Industrial and Commercial Bank of China (ICBC) has
embodied the remarkable dynamism of modern China’s financial system. Emerging
from the commercial banking operations of the People's Bank of China, ICBC’s rapid
ascent mirrors China’s own transformative economic journey. Today, ICBC stands as
the world’s largest bank by total assets, not only dominating the sector domestically
but also earning global recognition for its breadth, financial strength, and relevance on
the world stage.

ICBC’s evolution is inextricably linked to the sweeping reforms that restructured
China’s financial landscape in the late twentieth century. Originally founded to operate
as a specialized commercial bank, ICBC has since become a model of institutional
adaptation, navigating an environment of profound regulatory change, burgeoning
domestic demand, and an increasingly interconnected global economy. The pivotal
moment in the bank’s modernization came with its restructuring as a joint-stock
limited company in 2005, setting the stage for its historic public listing and ushering in
an era of unprecedented transparency and scale.

The bank’s growth has been fueled by a robust business model that balances four
major segments: corporate banking, personal banking, treasury operations, and
diverse other activities that extend beyond traditional finance. A sprawling network of
branches and a commitment to digital innovation have enabled ICBC to reach
hundreds of millions of customers, catering to the needs of individuals, small
businesses, multinational corporations, and institutional investors alike.

International expansion represents another defining chapter of the ICBC story.
Ambitiously pursuing a strategy of global reach, the bank has established a presence
on six continents through greenfield operations, acquisitions, and cross-border
partnerships. Its international operations not only serve Chinese enterprises abroad
but also reflect its aspiration to become an integral player in the world’s financial
ecosystem. This global strategy aligns tightly with major initiatives like the Belt and
Road, positioning ICBC at the nexus of international finance and Chinese policy
priorities.

Throughout its history, ICBC has faced and overcome a variety of challenges, from
integrating new technologies and navigating diverse regulatory environments to
fulfilling its role as a state-owned bank in a dynamic economy. Its ability to balance
commercial imperatives with broader policy objectives, ensure rigorous corporate
governance, and address its responsibilities toward society and the environment
testifies to the complexity of its mission.
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This book aims to provide a comprehensive portrait of ICBC—not only as a financial
institution but as a powerful agent of change in a shifting global landscape. Through
historical analysis, examination of business operations, and exploration of its global
impact, we seek to offer readers an in-depth understanding of how ICBC came to be a
giant on the world stage, what challenges and opportunities lie ahead, and what its
story reveals about the future of banking and the evolution of China’s economy.
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CHAPTER ONE: The Founding of ICBC: Origins and
Early Years

To understand the colossal entity that is the Industrial and Commercial Bank of China,
one must first look back to a time when China's financial system was far removed from
the dynamic, multi-tiered structure it is today. For decades, particularly during the
height of the planned economy era, banking in China was a monolithic affair,
dominated by a single institution that served both as the nation’s central bank and its
primary commercial lender. This singular entity was the People’s Bank of China, or
PBOC.

Established shortly after the founding of the People's Republic of China, the PBOC was
a creature of its time. It managed the nation's currency, set interest rates (often more
as administrative directives than market mechanisms), and, crucially for our story,
also directly handled the deposits and loans for state-owned enterprises, government
departments, and individual citizens. It was, in essence, the banking system, rolled
into one all-encompassing organization.

This system, while functional within a strictly planned economy, began to show its
limitations as China embarked on its path of "Reform and Opening Up" starting in the
late 1970s. As economic activity diversified, and as the state loosened its direct
control over enterprises, the single-bank structure proved increasingly inadequate to
meet the complex and growing financial needs of a transitioning economy. The PBOC,
burdened by its dual role, found it difficult to effectively manage macroeconomic
policy while simultaneously performing granular commercial banking tasks.

The inherent conflict of interest was palpable. How could the PBOC set national
monetary policy objectively while also being the primary lender to potentially
inefficient state-owned enterprises? How could it supervise the nascent specialized
banks that were beginning to emerge when it was also their biggest competitor? The
need for specialization and a more market-oriented approach became increasingly
apparent to policymakers in Beijing.

The decision was made to separate the functions. The PBOC would shed its
commercial responsibilities and focus squarely on its mandate as the central bank -
the issuer of currency, the supervisor of the financial system, and the architect of
monetary policy. The commercial activities would be spun off into separate,
specialized banks, each focusing on different sectors or types of business, initially
under state ownership but operating with increasing autonomy.
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This marked the beginning of establishing a two-tier banking system, a foundational
step in modernizing China's financial infrastructure. Over a few years, several
specialized banks were created or restructured from existing departments or
functions. The Agricultural Bank of China (ABC) was revived to focus on rural areas
and agriculture, the Bank of China (BOC) was designated for foreign exchange and
international trade, and the China Construction Bank (CCB, then China People's
Construction Bank) handled state infrastructure projects and housing.

Yet, there remained a massive segment of the economy requiring dedicated banking
services: urban industries, commerce, and the growing number of individual savers
and borrowers outside the specific mandates of ABC, BOC, and CCB. This vast and
diverse area encompassed everything from large state factories and bustling urban
retail outlets to the personal savings accounts of millions of city dwellers.

To serve this expansive and critical part of the economy, a new, specialized bank was
needed. It had to be large enough to absorb the scale of the PBOC's existing
commercial operations in these areas and versatile enough to cater to a wide array of
industrial and commercial clients, alongside a rapidly expanding urban population.
This necessity paved the way for the creation of what would become the Industrial and
Commercial Bank of China.

The official decision was made, and the stage was set for a momentous transfer of
assets, liabilities, branches, and personnel. On January 1, 1984, a date chosen to
coincide with the start of a new year and symbolize a fresh beginning, the Industrial
and Commercial Bank of China Limited was formally established. It wasn't built from
scratch in the traditional sense; it was carved out of the very core of the PBOC's
commercial banking arm.

Imagine the scale of this undertaking. Essentially overnight, the PBOC transferred
hundreds, perhaps thousands, of its urban branches, its extensive deposit base from
urban residents and enterprises, and its loan portfolios related to industry and
commerce to the new entity. Along with these tangible assets came the workforce -
the tellers, loan officers, branch managers, and administrative staff who had
previously worked under the PBOC banner.

This was less like starting a new company and more like performing major
organizational surgery on a national scale. There was no seamless digital migration in
1984; it involved transferring physical records, updating ledgers, and retraining staff
on the specific mandate and procedures of the new bank. It required immense
logistical coordination across cities and provinces.

ICBC was born large, perhaps larger on day one than many established banks in other
countries had become over decades. It inherited a significant footprint and a built-in

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

customer base, albeit one operating within the still-confines of a planned economy. Its
initial mission was clear: to handle the deposit and loan business related to urban
industries, commercial enterprises, and urban residents, thereby freeing the PBOC to
focus solely on its central bank functions.

The "Industrial and Commercial" in its name was not arbitrary; it precisely defined its
initial scope. The bank was tasked with supporting the factories that were the engine
of state-led industrialization and the commercial activities - retail, trade, services -
that were gradually becoming more dynamic. It was also to be the bank for the
ordinary city dweller, providing a safe place for savings and eventually offering basic
credit facilities.

In its earliest days, ICBC's operations were relatively straightforward, reflecting the
economic model it served. A core function was taking deposits from urban residents
and state-owned enterprises. For many citizens, the local ICBC branch became the
primary, and often only, place to save money, a safe repository for their household
income, earning modest interest rates set by the state.

Lending activities were primarily directed towards state-owned enterprises (SOEs).
These loans were often less about traditional credit analysis and more about
facilitating state-approved production quotas and investment plans. The concept of
credit risk as understood in market economies was nascent; loan decisions were
heavily influenced by government directives and industrial policy rather than purely
commercial considerations.

Despite this early focus, ICBC was not static. Even in these foundational years, there
was an imperative to develop and expand its capabilities. As the Chinese economy
continued to evolve, so too did the demands placed upon its banks. The seeds of
commercial banking, albeit state-controlled, were being sown, requiring ICBC to
gradually build expertise in areas like customer service, accounting, and basic loan
management.

The infrastructure inherited from the PBOC provided a national network of branches,
but modern banking technology was still a distant dream. Operations were heavily
manual, relying on paper ledgers and face-to-face interactions. Building a cohesive,
efficient national banking operation from this inherited base was a significant
undertaking, requiring standardization of procedures and development of internal
management structures.

The early years of ICBC were thus a period of consolidation and foundational building.
The bank focused on integrating its disparate inherited operations, establishing its
identity distinct from the PBOC, and refining its processes to manage the sheer
volume of transactions and customers it served. It was a learning curve, adapting to
its specialized commercial role while still operating within the broader framework of a
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state-dominated financial system.

One key development in these initial years was the gradual expansion of service
offerings beyond basic deposit-taking and directed lending. While revolutionary
financial products were still decades away, ICBC began to explore and implement
slightly more sophisticated services tailored to the evolving needs of its customers.
This included handling payments for enterprises and individuals, facilitating inter-bank
transfers (within the nascent specialized bank system), and managing accounts for
government entities.

The sheer scale of ICBC's network became its immediate strength. With branches in
virtually every city and significant town, it possessed an unparalleled reach across
urban China. This extensive physical presence was crucial in an era before widespread
telecommunications and digital access, allowing it to serve a massive customer base
effectively through traditional means.

The human element was also critical. Thousands of PBOC employees transitioned to
ICBC, bringing with them years of experience in banking administration, albeit within a
different operational model. The challenge was to retrain and reorient this workforce
towards a more commercially-minded approach, even if the '‘commercial' aspect was
still heavily influenced by state planning.

The relationship between ICBC and its primary customers - state-owned enterprises -
was symbiotic, and often complex. The bank was a crucial provider of capital, enabling
SOEs to meet production targets and finance expansion. Conversely, the performance
and stability of these SOEs directly impacted the quality of ICBC's loan portfolio. This
interdependence shaped the bank's risk profile and operational focus for many years.

Personal banking, while perhaps less prominent initially than corporate lending in
terms of asset volume, was fundamental to ICBC's identity and reach. Becoming the
bank for the urban masses provided a stable deposit base and positioned ICBC at the
center of daily financial life for millions of Chinese citizens. The passbook became a
ubiquitous item, representing household savings held securely at the local ICBC
branch.

The establishment of ICBC on January 1, 1984, was more than just an administrative
reorganization; it was a tangible manifestation of China's commitment to reforming its
economic system. By creating specialized banks like ICBC, the government signaled a
move away from a single, monolithic financial institution towards a system designed to
support a more diverse and dynamic economy. It was a foundational step towards
building the complex financial ecosystem we see in China today.

While ICBC was born under state ownership - a characteristic it retains to this day - its
founding represented a crucial step towards commercialization. It was given a specific
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business mandate, even if guided by state policy, and was expected to operate as a
distinct entity with its own management and operational structure. This set the stage
for future reforms that would gradually introduce more market-oriented practices.

The early years, roughly from 1984 into the early 1990s, were a period of steady,
domestically focused growth. ICBC concentrated on consolidating its position as the
preeminent bank for urban industries, commerce, and residents. There was little to no
international presence; the focus was entirely on meeting the vast and growing
demands of the Chinese domestic market as it transitioned from strict planning
towards a socialist market economy.

This period also saw the bank grappling with the inherent challenges of operating in
this transitional environment. Credit risk management was rudimentary, influenced by
policy lending. Operational efficiency was constrained by legacy systems and manual
processes. Yet, the bank benefited immensely from its unique position, enjoying a
near-monopoly in its designated sectors and riding the wave of China's burgeoning
economic activity.

The workforce, initially composed largely of former PBOC staff, gradually began to
develop specialized expertise in commercial banking. Training programs were
initiated, and new management layers were established to handle the distinct
challenges of running a nationwide commercial banking operation. It was a process of
institutional learning on an unprecedented scale.

The legal and regulatory framework governing ICBC in its early years was also
evolving. As the state experimented with different levels of economic freedom and
market mechanisms, the rules of the game for banks like ICBC were constantly being
written and revised. This required the bank to be adaptable and responsive to shifting
policy directives from Beijing.

The concept of profitability, while not the primary driver of a state-owned bank in the
planned era, began to gain importance as reforms deepened. While directed lending
remained significant, there was a growing recognition of the need for banks to operate
efficiently and manage their assets and liabilities effectively, hinting at the more
commercially oriented future that lay ahead.

This foundational phase cemented ICBC's position as a giant in the Chinese banking
landscape from its very inception. It inherited scale, reach, and a crucial role in the
economy. The challenges it faced were those of building a modern bank out of the
remnants of a planned-economy institution, adapting to a rapidly changing economic
environment, and establishing operational excellence across a vast network.

The groundwork laid during these early years was essential. It provided the structural
basis, the initial human capital, and the domestic market dominance that would
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enable ICBC to undertake more profound transformations in the future. It was a period
defined by separation from the central bank, consolidation of a national urban
network, and focused service delivery to industries, commerce, and residents, setting
the stage for its eventual evolution into a global financial powerhouse.

The very name, Industrial and Commercial Bank of China, served as a constant
reminder of its initial purpose and clientele. While its mandate and operations would
broaden dramatically over time, its roots were firmly planted in supporting the engines
of China's urban economy and serving the financial needs of its people. This legacy of
domestic focus and scale defined its character for years to come.

The process of transferring assets and operations was meticulous and phased. It
involved not just physical branches but also IT systems (basic as they were), customer
records, and legal obligations. The sheer administrative load of splitting a significant
part of the central bank into a separate commercial entity cannot be overstated,
requiring immense coordination between government agencies and the bank's
nascent management.

Staffing was another major consideration. While existing PBOC staff formed the core,
there was also a need to hire and train new personnel who could adapt to the
changing demands of a more customer-facing, commercially oriented role. This was a
long-term process that continued throughout the early years and beyond.

Despite the challenges inherent in such a massive organizational change, the
establishment of ICBC was widely seen as a necessary and positive step. It clarified
the role of the PBOC as a true central bank and provided a dedicated institution with
the specific mandate and resources to serve the burgeoning urban economy, which
was rapidly diversifying beyond traditional heavy industry.

The success of ICBC in consolidating its operations and serving its vast customer base
in these early years was a testament to the organizational capacity brought to bear on
this national project. It required standardization of practices across thousands of
branches and the development of internal control systems to manage the risks
associated with a large lending portfolio, even one largely directed by the state.

ICBC quickly became the undisputed leader in urban commercial banking. While other
specialized banks existed, none had the same breadth of reach or depth of
involvement in the general industrial, commercial, and personal banking sectors in
cities. This market dominance, inherited from the PBOC's previous role, gave ICBC a
powerful platform for future growth.

In essence, January 1, 1984, was Day One for a bank that would grow to redefine

global finance. Born from a strategic necessity during a period of profound national
change, ICBC immediately became a cornerstone of China's reforming economy. Its
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early years were characterized by consolidation, domestic focus, and the foundational
work required to build a modern banking institution on an unprecedented scale,
setting the groundwork for the dramatic expansion and transformation that would
follow in the decades to come.
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