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Human Resource & Competition:
the Main Melody of International

Financial Centers in the 21 st Century

Lu Hong-jun
Chairman, IHRD

In human's race toward excellence, it witnessed econo-
mic beings of agricultural economy, industrial economy and
intellectual economy, which were respectively labor-inten-
sive, capital intensive and intelligence intensive. Competition
ranges from goods, capital to human resource. The rapid rise
of many countries owes to their concentration on the
education of their people. People’s knowledge about human
resource also developed and deepened accordingly from
human capital in general sense to talents of different areas and
then to human élite,

Finance is an industry of high technology, high
intelligence and high productivity. Competition for financial
talents focuses on attracting more financial élites who are
expected to be global strategists, excellent entrepreneurs,

tireless educators and erudite scientists. The new trends of the
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move of high-level financial talents are those of such
characteristics as that the venue is now moving to the East;
that talents are moving regardless the boundaries of different
countries; that Chinese are making themselves felt more in the
financial community, that people with high technological
skills and ability of managing high performance are rushing
into financial industry.

Ways and methods adopted by financial centers on
different levels in developing financial élite are different.
Training is widely accepted. As for Shanghai, to restore her
status as an international financial center, it is important to
find and select professionals from primary organizations
through competition. Sending people abroad for practice and

upgrading also makes an alternative.

Development & Perspective for

Finance in Shanghai

Mao Ying-liang
President, the People’s Bank of
China, Shanghai Branch

The environment for Shanghai to restore her status as an
international financial center is now in formation: the

decision of Chinese government is an important guarantee of
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rebuilding the city into an international economic, financial
and trading center; the rapid economic growth in Shanghai
lays firm material foundation; with further implementation of
financial policies and rapid development of financial markets,
Shanghai holds a position that is critical in the national
finance; Shanghai is taking the lead opening-up in the field of
finance; in addition, the People’s Bank of China has decided to -
establish a national foreign exchange center and market overt
operating in Shanghai. It is obvious that Shanghai has already
taken a great step forward to rebuilding an international
financial center.

To achieve the strategic goal of rebuilding, there are two
aspects demanding efforts. For one thing, comprehensive
policies should be adopted, a system of modern enterpries
should be established, financial regulations and rules should
be complemented. These will make a more favorable environ-
ment for financial development. For the other, measures
should be taken to facilitate financial development, including
developing a financial system which is under the leadership of
the central bank, composed mainly of the state-owned
commercial banks and other kinds of financial institutions;
speeding up banking commercialization; stressing on building
Shanghai into the largest national money market, securities
market, foreign exchange market and insurance market.
Meanwhile, gold market and offshore market are to be
developed, financial electronization to be enhanced and
opening-up to be deepened.



Major Financial Centers in the
Asia-Pacific Region:

a Comparative Perspective

Wong Kie Ann
. Ph. D, National University of Singapore

Since 1979, China has launched economic and banking
reforms and adopted opening-up policy. The reform in
banking is to create financial institutions and markets capable
of mobilizing savings and allocating capital funds in a
cost-effective way so as to finance sustainable economic
growth, and to reintegrate China with the world financial
system. Moreover, China has been cautiously loosening its
policy toward foreign banks on their setting up branches in
major cities and Special Economic Zones. With developments
in economy and finance, Shanghai has been gradually
emerging as a financial center.

To develop a city into an international center, it must
have a certain number of important foundations, which
include central geographical location, good adminstrative and
fiscal environment, quality transport and communications
infrastructure, and a large pool of qualified staff. Shanghai

maintains a location comparable to that of Singapore, Hong
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Kong and Tokyo. They can be considered an extension of the
Eurodollar market to the Asia-Pacific region to make the
world financial market trade 24 hours a day.

The emergence of Shanghai as an international financial
center will to some extent affect the other financial centers,
especially Hong Kong, whose Sovereighity will return to
China in 1997. However, Shanghai will not necessarily be
sharing the same cake. With the impressive economic growth
of China and the region, there would be new opportunities to
develop financial services to enlarge the size of the cake. All
participants in the competition will ultimately be benefited. It
takes time for Shanghai to become an international financial
center. In the process of its development, the Chinese
government should put emphasis on improving the regulatory
and financial environment, traffic and communications
infrastructure, and on the training of high quality professional

staff in financial and related services.

Build the Large Financial
Market of China

Tong Da-lin
Director, Institute of the World Concern

Since the 90 s of the 20th century, the reform and
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opening-up in China as well as the modernization, have
turned to the core issue of financial reform.

The main features of modern market economy are
information, finance, industrial knowledge and globalization.
The global financial markets are taking on a brand new look
owing to the rapid growth of information technology. It has
been proved by the reform and opening-up in China that
economic activities can be activated only by vigorous financial
activities. In this sense, financial markets should be the
locomotive of economy, and the reform of financial system
should focus on the reform and opening-up.

To make China’s financial market an integrated part of
the world markets, a system of large financial markets should
be developed together with the banking system;the system of
financial markets for securities, futures, foreign exchange,
real estate, etc., the system of social public financing as well as
international financing.

The market economy in China calls for a national and
international financial center. Shanghai and Hong Kong are
supposed to be twin lotus flowers on the same stalk of China’s
finaancial market. It is also necessary that a national
integrated financial research center, an international bankers’

club and a training center for high level financial professionals

be established.



Latin America’s Missing Financial

Centers: Lessons for Shanghai

Edgardo Barandiaran
Senior Economist, the World Bank

Since the early 1970s some regional centers have
facilitated the outflow of capital from Latin America, but no
regional center has emerged to facilitate the reallocation of
the region’s capital across countries or to facilitate capita flow
to the region. The lack of such regional centers can be
explained by three factors: (a)the pervasiveness of national
control of financial and foreign exchange transactions,
especially the reluctance to let foreign banks and companies
enter into domestic {inancial markets;(b) the high transaction
costs in each country’s financial markets; and (¢) the persist-
ence of an excess demand for capital in each country because
of low savings, in particular financial savings. Each factor
implies a failure to meet a necessary condition for a national
center to develop into an international or regional financial
center (other necessary conditions are not identified and
discussed in the paper). ‘

More recently, as part of a radical break with the

economic systems that emerged after the Great Depression, a
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number of Latin American governments have dismantled the
control of their financial systems. In addition, other reforms
and technological change have reduced transaction costs in
financial markets. But the excess demand for capital has been
growing, mainly as a result of the economic reforms. More
important, elsewhere financial systems have been deregulated
and transaction costs reduced, and therefore the competitive-
“ness of Latin America’s financial centers has hardly improved.
Thus, a regional financial center will hardly emerge in Latin
America. The prospect of developing Shanghai into an
international financial center depends on meeting three
conditions: limited government intervention in financial and
foreign exchange markets, low transaction costs relative to
existing regional centers, and an excess supply of at least

long-term capital at the country level.

Strategic Vision of Building Shanghai
into an International Financial Center
Xiao Lin
Shanghai Municipal Planning Committee

Tu Mei-zeng
Shanghai JT University, College of Management

A comparison between the development of finance in
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Hong Kong and Shanghai shows that Shanghai lags behind in
two aspects: financial institutions and financial market
Hence, the strategy for Shanghai to rebuild itself into an
international financial center based on the observation comes
as follows.

The first step: the short-term goal (1993-1994) is to
establish Shanghai as a national financial center, more
specifically, to make it a center for national securities
transaction and foreign exchange, accelerate the formation of
local markets and allow the foreign financial institutions to
expand their scopes of business. The second step (1995-2000)
is to achieve the medium-term goal of perfecting the system
and amplifying the functions of financial organizations. An
international financial market is expected to be in its infancy
The long-term goal is to re-establish Shanghai as a new
international financial center in the period of 2000 to 2010. By
that time, finance in Shanghai is more internationlized and the

city will be engaged fully in international financial activities.



Three Stages of Establishing
Shanghai as an International

Financial Center

Zhang En-zhao
President, the People’s Construction Bank
of China, Shanghai Branch

The plan of restablishing Shanghai as an international
financial center can be devided into three inter-dependent and
functional stages.

Being the basis of the whole project, the first stage aims
at speeding up the process of commercialization of the
specialized banks, strengthening the central bank’s control on

_supply and demand of currency, changing the pattern of
central bank’s monopoly, and then developing Shanghai into
an inter-provincial and inter-professional debit-credit center
for capital which radiates to the coastal areas and areas near
the Yangzi River. More methods for raising capital will be
developed, interest rate will be determined by capital market
and capital market in turn will be adjusted by interest rate.

The second stage is to further open the monetary capital
market into the international orbit, and thus to join the

international mobilization of capital with the most advanced
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