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Preface

by Li Yang

With economic and financial globalization and the emergence of capital
inflows and outflows after China jointed WTQ, the pressing issue in China is how
to maximize the use of external resources for domestic economic development and
what approach to further push on Renminbi capital account liberalization.

The methodology of the dissertation is to combine theoretical innovation and
actual practice, international experience and domestic situation, and theoretical
analysis and empirical study. Then, based on the review and comparison of
existing thecries, the dissertation examines the special restriction posed by a non-
internationalised currency, and the degree of international acceptance of a
currency, on Renminbi capital account liberalization. Finally, the staggered
target and the sequencing of capital account liberalization using a equilibrium-
contingency opening model are put forward.

The innovative ideas of the dissertation are:

(1) Discovering the great difference in the restricting conditions on capital
account liberalization between a country with an internationalized currency on the
one hand, and a country with a non-internationalized currency on the other. The
asymmetric effect of this difference is also analized in the process of capital
account opening of in these two types of countries.

(2) Proposing the concept of the degree of international acceptance and a
related index system. Meanwhile, US $ , Japanese Yen, Euro and Renminbi
were chosen as an empirical study in order to illustrate the concept. The theory of
the degree of international acceptance currency could be regarded as an important
contribution to the study of approach and sequence for China’ s capital account

liberalization.
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(3) Putting forward the equilibrium-contingency model and its theoretical
foundation for the liberalization of capital account in China through empirical
study of China’ s capital operation and management capital equilibrium and
analysis of the environment and possibility of Renminbi capital account
liberalization.

(4) Introducing staggered target and the sequence for the pace of capital
account liberalization on the basis of the equilibrium-contingency opening model
and following the principles of caution, equilibrium and contingency. Moreover,
the dissertation analyses the different risks in the process of capital account
liberalization are analyzed and proposes a risk early-warning system and specific

measures on risk prevention.
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