
单击此处编辑母版副标题样式

D is c u s s io n  o f “Regional 
monitoring of capital flows and 

coordination of financial 
regulation: S takes and options 

for Asia”
C h o n g -E n  B a i
T s in g h u a  U n iv e r s i t y



S u m m a r y
• C a p i t a l f lo w s  a r e  n e c e s s a r y  b u t n e e d  
m o n i t o r in g
– C a p i t a l f lo w  r e v e r s a l = > e x t e r n a l i t ie s
– D o u b le  m is m a t c h
– F in a n c ia l r e g u la t io n  n e e d s  to  b e  im p r o v e d , 
in c lu d in g  th a t o f h e d g e  fu n d s  a n d  c r e d i t r a t in g  
a g e n c ie s .  

• A s ia  n e e d s  b e t t e r  f in a n c ia l m a r k e t s
– H ig h  s a v in g s  a n d  h ig h  in v e s tm e n t n e e d s
– B u t f in a n c ia l in t e rm e d ia t io n  is  o u t s o u r c e d
– P r o b le m s  w it h  c a p i t a l f lo w s  a c c o m p a n y  th e  
o u t s o u r c in g  o f f in a n c ia l in t e rm e d ia t io n

• R e g io n a l f in a n c ia l c o o p e r a t io n  is  
n e c e s s a r y
– M o n i t o r in g
– R e g u la t o r y  c o o r d in a t io n
– L iq u id i t y  p r o v is io n  - C M IM
– B o n d  m a r k e t
– …



C o m m e n ts

• T h is  is  a  c o m p r e h e n s iv e  d is c u s s io n  o f 
c a p i t a l f lo w  m o n i t o r in g  a n d  f in a n c ia l 
r e g u la t io n  c o o r d in a t io n  in  A s ia .

• M a n y  g o o d  r e c o m m e n d a t io n s .



C o m m e n ts
• T h e  r o le  o f fo r e ig n  d ir e c t in v e s tm e n t

– M it ig a t in g  th e  d o u b le  m is m a t c h  p r o b le m
– M it ig a t in g  th e  c a p i t a l r e v e r s a l p r o b le m
– C o o p e r a t io n  a n d  t r u s t b u i ld in g

• I n v e s tm e n t c l im a te

• I s  lo s s  o f s o v e r e ig n t y  a  r e a l c o n c e r n ? 



C o m m e n ts
• A s ia , o r  s o m e  e c o n o m ie s  in  A s ia , a s  
e x p o r t e r s  o f c a p i t a l
– H ig h  s a v in g s : “g r o w th  p r o s p e c t s , 
d e m o g r a p h ic s , in s t i t u t io n a l c h a r a c t e r is t ic s , 
a n d  s a v in g s  b e h a v io r ”

– S a v in g s  m a y  e x c e e d  in v e s tm e n t n e e d s
– I n f r a s t r u c t u r e  fo r  o u tw a r d  in v e s tm e n t n e e d s  to  
b e  im p r o v e d

– F a c i l i t a t in g  o u tw a r d  d i r e c t in v e s tm e n t
• P o l i t ic a l o b s t a c le s  t o  d ir e c t in v e s tm e n t

• C a p a b i l i t ie s  t o  m a n a g e  o u tw a r d  d ir e c t in v e s tm e n t



C o m m e n ts

• I n c e n t iv e s  fo r  im p r o v in g  f in a n c ia l 
r e g u la t io n
– C o o p e r a t io n  in  A s ia  m a y  h e lp  c r e a t e  
in c e n t iv e s

• C r e d i t r a t in g  a g e n c ie s : to  fe w  to  fa i l
– C o o p e r a t io n  in  A s ia  to  h e lp  th e  fo rm a t io n  o f 
c r e d ib le  a l t e r n a t iv e s



T h a n k  Y o u !
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F D I to  C h in a



Q u e s t io n s : 

• W h y  d o e s  C h in a  a t t r a c t s o  m u c h  F D I a n d  
a t th e  s a m e  t im e  e x p o r t c a p i t a l b y  
p u r c h a s in g  g o v e r n m e n t b o n d s  a b r o a d ? 

• R e tu r n  d i f f e r e n t ia l b e tw e e n  F D I a n d  
fo r e ig n  g o v e r n m e n t b o n d s . 



T h e  R e a s o n s  fo r  F D I 

• F D I b r in g s  in  k n o w -h o w  th a t is  la c k in g  in  
C h in a . 

• T h e  d o m e s t ic  f in a n c ia l s y s t e m  d o e s  n o t d o  a  
g o o d  jo b  in t e rm e d ia t in g  in v e s tm e n t , a n d  F D I is  
e q u iv a le n t t o  c o n t r a c t in g  o u t o f f in a n c ia l 
in t e rm e d ia t io n . 

• P o o r  p r o t e c t io n  o f d o m e s t ic  in v e s t o r s  b u t 
b e t t e r  p r o t e c t io n  o f fo r e ig n  in v e s t o r s . 

• B r in g s  in  c a p i t a l .
• D is c r im in a t io n  a g a in s t d o m e s t ic  p r iv a t e  

in v e s t o r s .



O u r Q u e s t io n s

• C o n s id e r  th e  r o le s  p la y e d  b y  th e  fo r e ig n  
p a r t n e r s  in  jo in t v e n tu r e s . 

• D o  th e y  b r in g  in  k n o w -h o w ? 
• W h a t k in d s  o f k n o w -h o w  d o  th e y  b r in g  
in ?

• D o  th e y  b r in g  in  c a p i t a l t o  r e la x  th e  
l iq u id i t y  c o n s t r a in t s  o f th e  d o m e s t ic  
f i rm s ? 

• I s  th e r e  a n y  e v id e n c e  s u p p o r t in g  th e  
d is c r im in a t io n  th e o r y ? 



W h y  is  th e  a n s w e r  im p o r t a n t?
• I f  f o r e ig n  in v e s t o r s  d o  n o t b r in g  in  a n y  k n o w -

h o w  (in c lu d in g  th e  k n o w -h o w  to  c h o o s e  
in v e s tm e n t ta r g e t a n d  r e d u c e  in c e n t iv e  
c o s t s ), th e n  th e ir  o n ly  r o le  is  to  r e la x  th e  
l iq u id i t y  c o n s t r a in t o f d o m e s t ic  f i r m s . 

• T h e y  m a y  c h o o s e  w r o n g  in v e s tm e n t ta r g e t s , 
in c r e a s e  th e  in c e n t iv e  c o s t s , a n d  g a in  to o  
m u c h  c o n t r o l o f th e  e c o n o m y . 

• H u a n g ’s  a r g u m e n t : T h e  r e a s o n  fo r  th e  la r g e  
f lo w  o f F D I to  C h in a  is  b e c a u s e  d o m e s t ic  
f i r m s  fa c e  u n n e c e s s a r y  l iq u id i t y  c o n s t r a in t s , 
a n d  i t is  h a rm fu l f o r  th e  C h in e s e  e c o n o m y .

• L iq u id i t y  c o n s t r a in t s  s h o u ld  b e  r e la x e d  
th r o u g h  o th e r  m e a n s . 



W h y  is  th e  a n s w e r  im p o r t a n t?

• I f  f o r e ig n  p a r t n e r s  in  J V s  d o  b r in g  in  
k n o w -h o w , w h a t k in d ? 

• S o m e  k n o w -h o w  h a s  s p i l lo v e r  e f f e c t s  
a n d  i t s  t r a n s f e r  s h o u ld  b e  p a r t ic u la r ly  
e n c o u r a g e d . 

• S o m e  k n o w -h o w  c a n  b e  le a r n e d  o r  
d e v e lo p e d  b y  d o m e s t ic  f i rm s . I f fo r e ig n  
o w n e r s h ip  h a s  it s  c o s t s , th e n  s u c h  
le a r n in g  a n d  d e v e lo p m e n t o f s u c h  
k n o w -h o w  s h o u ld  b e  e n c o u r a g e d . 



W h y  is  th e  a n s w e r  im p o r t a n t?

• W e  c a n  a ls o  f in d  o u t w h a t r o le s  
d o m e s t ic  p a r t n e r s  p la y  in  th e  J V s . 

• To  a t t r a c t m o r e  F D I , th e  e n h a n c e m e n t 
o f th e  a b i l i t y  fo r  d o m e s t ic  f i rm s  to  p la y  
th e i r  r o le s  is  im p o r t a n t . 



W h y  is  th e  a n s w e r  im p o r t a n t?

• I n  th e  p r o c e s s  o f o u r  r e s e a r c h , w e  a ls o  
te s t th e  e m p ir ic a l r e le v a n c e  o f th e o r ie s  
o f th e  f i rm , in  p a r t ic u la r  th e o r ie s  a b o u t 
th e  jo in t v e n tu r e . 



O u r m e th o d
• A c c o r d in g  to  th e  in c e n t iv e  th e o r y  o f 
te a m  p r o d u c t io n , th e  p a r t n e r  w h o  p la y s  
a  m o r e  im p o r t a n t r o le  s h o u ld  b e  g iv e n  
m o r e  e q u i t y  s h a r e s . 

• B y  e s t im a t in g  th e  d e te rm in a n t s  o f th e  
fo r e ig n  p a r t n e r ’s  e q u i t y  s h a r e , w e  c a n  
in f e r  w h a t r o le s  a r e  p la y e d  b y  th e  
fo r e ig n  p a r t n e r  a n d  th e  d o m e s t ic  p a r t n e r  
r e s p e c t iv e ly . 



D a ta  u s e d  (A lm a n a c  o f C h in a ’s  
F o r e ig n  E c o n o m ic  R e la t io n s  a n d  

T r a d e )

• 5 2 1 7  jo in t v e n tu r e s  in  m a n u fa c t u r in g  
in d u s t r ie s  in  C h in a  b e tw e e n  1 9 8 5  a n d  1 9 9 6

• E q u i t y  s h a r e s  o f th e  fo r e ig n  a n d  d o m e s t ic  
p a r t n e r s

• L o c a t io n  o f th e  J V : 2 8  p r o v in c e s  a r e  
r e p r e s e n te d

• C o u n t r y  o f th e  fo r e ig n  p a r t n e r : 5 1  c o u n t r ie s  
a n d  r e g io n s

• 2 9  tw o -d ig i t m a n u fa c t u r in g  in d u s t r ie s  a r e  
r e p r e s e n te d



T h e  r o le  o f th e  fo r e ig n  p a r t n e r

• P r o v id in g  te c h n o lo g y
– R &D  in t e n s i t y : t h e  a v e r a g e  v a lu e  o f th e  r a t io  R &D  

e x p e n d it u r e /s a le s  in  t h e  in d u s t r y

• Im p r o v in g  th e  a c c e s s  to  th e  in t e r n a t io n a l 
m a r k e t
– F o r e ig n /C h in a  R C A : t h e  fo r e ig n  c o u n t r y ’s  s t r e n g th  in  

e x p o r t in g  in  t h e  in d u s t r y  r e la t iv e  to  C h in a ’s . 
– A d v e r t is in g  in t e n s i t y : th e  a v e r a g e  v a lu e  o f t h e  r a t io  

a d v e r t is in g -e x p e n d i t u r e /s a le s  in  th e  in d u s t r y  (if t h e  
jo in t v e n tu r e  s e l ls  to  th e  in t e r n a t io n a l m a r k e t , o r  is  
“v e r t ic a l”)

• T r a in in g  o f s t a f f
– E T R : th e  s h a r e  o f e n g in e e r s  a n d  te c h n ic ia n s  in  th e  

la b o r  fo r c e  o f th e  p r o v in c e



T h e  r o le  o f th e  fo r e ig n  p a r t n e r

• P r o v id in g  c a p i t a l o n ly
– C a p i t a l-la b o r  r a t io  o f th e  in d u s t r y  (+)
– P e r  c a p i t a  s a v in g s  in  th e  p r o v in c e

• S u p p ly  o f c a p i ta l (-)

• D e m a n d  o f c a p i t a l  (+)

– I n v e s tm e n t s iz e  (+)

• P r o v id in g  c a p i t a l a n d  r e d u c e  in c e n t iv e  c o s t s
A g e n c y  c o s t h ig h  -> le s s  l ik e ly  to  g e t b a n k  lo a n  -> fo r e ig n  
in v e s t o r s  a r e  n e e d e d  -> fo r e ig n  in v e s t o r s  g e t m o r e  e q u it y  
s h a r e s .

– P r o f i t m a r g in  (-)
– C a p i t a l la b o r  r a t io  (c o l la t e r a l) (-)



T h e  r o le  o f t h e  d o m e s t ic  p a r t n e r
• D e a l in g  w it h  b u r e a u c r a c y

– T h e  a v e r a g e  t im e  n e e d e d  to  r e g is t e r  th e  J V  a f t e r  
s in g in g  th e  c o n t r a c t in  th e  p r o v in c e

– T h e  s h a r e  o f S O E s  in  t h e  p r o v in c e  a n d  in  t h e  
in d u s t r y  in  t e rm s  o f o u tp u t

• M a r k e t in g
– A d v e r t is in g  in t e n s i t y : th e  a v e r a g e  v a lu e  o f t h e  r a t io  

a d v e r t is in g -e x p e n d i t u r e /s a le s  in  th e  in d u s t r y  (if t h e  
jo in t v e n tu r e  s e l ls  to  th e  d o m e s t ic  m a r k e t , o r  is  
“h o r iz o n t a l”)

• R e c r u i t in g  s k i l le d  lo c a l s t a f f
– E T R : th e  s h a r e  o f e n g in e e r s  a n d  te c h n ic ia n s  in  th e  

la b o r  fo r c e  o f th e  p r o v in c e



O th e r  fa c t o r s  b e h in d  e q u i t y  s h a r e s

• M a n a g in g  th e  d a i ly  o p e r a t io n s  o f th e  J V
– D is t a n c e  to  C h in a  o f th e  fo r e ig n  c o u n t r y  (-)

• P o l ic y  r e s t r ic t io n s
– I n  le s s  c o m p e t i t iv e  in d u s t r ie s , fo r e ig n  
o w n e r s h ip  is  o f t e n  r e s t r ic t e d  b y  
g o v e r n m e n t r e g u la t io n  (-)

– M a n y  c a p i t a l in t e n s i t y  in d u s t r ie s  a r e  
c o n s id e r e d  s t r a t e g ic  a n d  fo r e ig n  o w n e r s h ip  
is  r e s t r ic t e d  th e r e  (-)



T h e  d e te rm in a n t s  o f f o r e ig n  
s h a r e s

RD 1. 36 0. 19 ***
BUREAUCRACY - 0. 07 0. 036 **
ETR 2. 31 0. 28 ***
AD - 0. 0069 0. 067
SSOE_Pr ovi nce - 0. 29 0. 02 ***
SSOE_I ndust r y - 0. 025 0. 015 *
RCA 0. 13 0. 017 ***
DI STANCE - 0. 2 0. 079 ***
I NVESTMENT 0. 006 0. 0012 ***
PM - 0. 3 0. 09 ***
CLR - 0. 22 0. 088 **
PCS 0. 0029 0. 00024 ***



T h e  r o le  o f th e  fo r e ig n  p a r t n e r

• P r o v id in g  te c h n o lo g y
– R &D  in t e n s i t y : th e  a v e r a g e  v a lu e  o f th e  r a t io  R & D  

e x p e n d it u r e /s a le s  in  t h e  in d u s t r y  

• Im p r o v in g  th e  a c c e s s  to  th e  in t e r n a t io n a l 
m a r k e t
– F o r e ig n /C h in a  R C A : t h e  fo r e ig n  c o u n t r y ’s  s t r e n g th  in  

e x p o r t in g  in  t h e  in d u s t r y  r e la t iv e  to  C h in a ’s . 
– A d v e r t is in g  in t e n s i t y : th e  a v e r a g e  v a lu e  o f t h e  r a t io  

a d v e r t is in g -e x p e n d i t u r e /s a le s  in  th e  in d u s t r y  (if t h e  
jo in t v e n tu r e  s e l ls  to  th e  in t e r n a t io n a l m a r k e t , o r  is  
“v e r t ic a l”)

• T r a in in g  o f s t a f f
– E T R : th e  s h a r e  o f e n g in e e r s  a n d  te c h n ic ia n s  in  th e  

la b o r  fo r c e  o f th e  p r o v in c e



T h e  r o le  o f th e  fo r e ig n  p a r t n e r

• P r o v id in g  c a p i t a l o n ly
– C a p i t a l-la b o r  r a t io  o f th e  in d u s t r y  (+)
– P e r  c a p i t a  s a v in g s  in  th e  p r o v in c e

• S u p p ly  o f c a p i ta l (-)

• D e m a n d  o f c a p i t a l  (+)

– I n v e s tm e n t s iz e  (+)

• P r o v id in g  c a p i t a l a n d  r e d u c e  in c e n t iv e  c o s t s
A g e n c y  c o s t h ig h  -> le s s  l ik e ly  to  g e t b a n k  lo a n  -> fo r e ig n  
in v e s t o r s  a r e  n e e d e d  -> fo r e ig n  in v e s t o r s  g e t m o r e  e q u it y  
s h a r e s .

– P r o f i t m a r g in  (-)
– C a p i t a l la b o r  r a t io  (c o l la t e r a l) (-)



T h e  r o le  o f t h e  d o m e s t ic  p a r t n e r
• D e a l in g  w it h  b u r e a u c r a c y

– T h e  a v e r a g e  t im e  n e e d e d  to  r e g is t e r  th e  J V  a f t e r  
s in g in g  th e  c o n t r a c t in  th e  p r o v in c e

– T h e  s h a r e  o f S O E s  in  t h e  p r o v in c e  a n d  in  t h e  
in d u s t r y  in  t e rm s  o f o u tp u t

• M a r k e t in g
– A d v e r t is in g  in t e n s i t y : th e  a v e r a g e  v a lu e  o f t h e  r a t io  

a d v e r t is in g -e x p e n d i t u r e /s a le s  in  th e  in d u s t r y  (if t h e  
jo in t v e n tu r e  s e l ls  to  th e  d o m e s t ic  m a r k e t , o r  is  
“h o r iz o n t a l”)

• R e c r u i t in g  s k i l le d  lo c a l s t a f f
– E T R : th e  s h a r e  o f e n g in e e r s  a n d  te c h n ic ia n s  in  th e  

la b o r  fo r c e  o f th e  p r o v in c e



O th e r  fa c to r s  b e h in d  e q u i t y  
s h a r e s

• M a n a g in g  th e  d a i ly  o p e r a t io n s  o f th e  J V
– D is t a n c e  to  C h in a  o f th e  fo r e ig n  c o u n t r y  (-)

• P o l ic y  r e s t r ic t io n s
– I n  le s s  c o m p e t i t iv e  in d u s t r ie s , fo r e ig n  
o w n e r s h ip  is  o f t e n  r e s t r ic t e d  b y  
g o v e r n m e n t r e g u la t io n  (-)

– M a n y  c a p i t a l in t e n s i t y  in d u s t r ie s  a r e  
c o n s id e r e d  s t r a t e g ic  a n d  fo r e ig n  o w n e r s h ip  
is  r e s t r ic t e d  th e r e  (-)



C o n c lu s io n s  a b o u t F D I
• F D I b r in g s  in  k n o w -h o w  th a t is  la c k in g  in  C h in a . 

– Te c h n o lo g y
– A c c e s s  to  in t e r n a t io n a l m a r k e t s
– E m p lo y e e  t r a in in g

• T h e  e v id e n c e  is  c o n s is t e n t w i t h  th e  v ie w  th a t F D I 
h e lp s  w i t h  f in a n c ia l in t e rm e d ia t io n . 

• T h e r e  is  n o  e v id e n c e  th a t F D I p la y s  a n  im p o r t a n t 
r o le  r e la x in g  l iq u id i t y  c o n s t r a in t .

• T h e  e v id e n c e  is  n o t c o n s is t e n t w i t h  th e  v ie w  th a t 
F D I is  th e  r e s u l t o f d is c r im in a t io n  a g a in s t 
d o m e s t ic  p r iv a te  in v e s t o r s . 
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