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Abstract

This study focuses on the fiscal institution coordina-
tion of China — ASEAN Free Trade Area ( CAFTA),
more precisely to say, it is a research on financial inter-
ests and relationships of regional economic integration
from international public finance. It aims to construct a
fiscal institution coordination mechanism for CAFTA. In
this study, the mechanism is thought to be important for
all countries in this area to make the financial interests
and relationships among them harmonious, thus prompt-
ing the sustainable, healthy, and stable development of
CAFTA. It is also important for China to implement its
free trade area strategies.

Since World War II, as an important trend in the
development of world economy, regional economic inte-
gration has had played a significant role both extensively
and intensively. Seeing from the forms and the develop-
ment process of it, free trade area was not only the initial
form and content of regional economic integration, but
also the main manifestation and the predominant forms of
it today. Especially since 1990s, aiming at the formation
of free trade area, regional economic integration has been
popular all around the world, and a world-scale free trade
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area has come into being gradually. Regional economic integration,
including the construction of free trade area, often manifests as a kind of
government action , that is, as a result of procedures and institutions
advocated, organized, and implemented by government. And it is also a
result of government’s participation in the game-playing of regional eco-
nomic integration. Thus, it is extremely necessary to study the important
subject of regional economic integration, that is, government, and its
economic activity. Concerning the organizing of regional economic inte-
gration, fiscal institution is not only the elements of government’s activity
but also the principle and institutional arrangements of its regionally
social and economic activities. But, in the meantime, government’s eco-
nomic activities in the process of regional economic integration, and the
study about the fiscal institution, to some degree, is beyond the frame-
work of traditional theoretical analysis on fiscal institution of state. So
this brings us the field of international public finance. In an era occu-
pied by modern sovereign state, no global organization and world govern-
ment of power than sovereign state exists, or possibly exists. Internation-
al public finance mainly exists in the form of multi-national financial
cooperation, thus kinds of fiscal institution coordination between nations
reflects deliberation of nations involved in on its financial interest. All
kinds of fiscal institution coordination among nations are establishments
on which free trade area exists, which will deeply give an impact on the
speed and process of regional economic integration.

Riding the wave of regional economic integration, initialized on
Nov. 2002, China — ASEAN Free Trade Area is a complex including an
alliance of nations and a free trade area. For China, this is the first free
trade area it established along with other country, and it is also the
biggest free trade area of biggest number of population, having extreme
potentials of development, and consisting of many developing countries
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in this world. It is significant no only for China to realize its free trade
area strategy and grow up in peace, but also has a significant influence
on the economic development of ASEAN’s, even that of the world. To-
day, China — ASEAN Free Trade Area in just in the phase of beginning,
its institutions, including the financial, is still imperfect, strong compe-
tition, or even conflicts are still common in it. Studying on finance insti-
tution coordination among countries in China — ASEAN Free Trade Area
is not only important to extend and verify the theory concerning regional
economic integration and international public finance, but also a demand
of the comstruction of China — ASEAN Free Trade Area. The construction
of the area is significant both for other free trade area in construction or
preparing to construct. In addition, when finished, the establishment of
China — ASEAN Free Trade Area will give Yunnan and Guangxi province
a new historical opportunity to incorporate into the wave of regional eco-
nomic integration, thus promoting level of its openness, speeding up the
social and economic development of far-reaching area of our country,
* which directly constitutes the real meaning of the subject selected in this
book.

A lot of materials shows that although researches on international
finance in our country have not been made into a wholeness , respectively
on the side of theoretical system, studying frame, and method of analy-
sis, and no substantial creation as yet, and researchers limited its study
mainly 1o international revenue and analysis of macro economy strategy,
lacking wholeness and micro basis, they still provide some perspectives
and frame of analysis by which the fiscal institution coordination in
China — ASEAN Free Trade Area is explored. In the meantime, although
China — ASEAN Free Trade Area has been more and more comprehen-
sively, intensively, and understandably studied, besides some general
introduction, individually comparing, there is still lacking deep study
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from the perspective of international public economics comprehensively
and systematically conducted on it. Given this fact, this study approa-
ches China-— ASEAN Free Trade Area from the combining perspective of
international public finance and international economics. Taking a view
combining the nationalism with cosmopolitanism (or regionalism) , using
methods of modern economics including empirical analysis, normative
analysis, comparative analysis, systematic analysis, and game-theory,
basing on the lessons of EU ( European Union) , NAFTA (North Ameri-
can Free Trade Area) and other region’s coordination, through the con-
struction of a theoretical framework for this area’s fiscal institution coordi-
nation, the study aims to present a comprehensive interpretation of fiscal
institution coordination in this "area, including the basis, ideas and
measures of its construction.

More concretely, the main contents follow as:

The introduction indicates questions of this study, illustrates signifi-
gance of the selection of them, and approaches adopting on them, and
points out the main merits and demerits of this study.

Chapter 1 is a theoretical analysis of the fiscal institution coordina-
tion of free trade area. As a organizing and institutionalizing process con-
ducted by government, regional economic integration itself implies the
importance of the fiscal institution coordination. As the most basic and
important elements of free trade area, the fiscal institution coordination
not only shapes the basis and also most important form of international
finance, but consists the contents of the construction of free trade area,
thus will influence regional economic integration greatly. With a refer-
ence to the theories and methods of analysis of international finance, this
chapter initially constructs a tentative framework for fiscal institution
coordination in free trade area, including the meanings, necessity,
goals, forms and principle of its construction.
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Chapter 2 gives a general description of -the history of China -
ASEAN Free Trade Area. The formation of the area has its particular ge-
ological, historical, cultural, economic and, political context. To learn
the social and economic development of ASEAN and its past relationship
with china, and to know about the proceeding of China — ASEAN Free
Trade Area, from its conception to ils being, is the premise to explore
the fiscal institution coordination in this area.

Chapter 3 is an analysis of the status quo of the fiscal institution
coordination in China — ASEAN Free Trade Area. Objectively, fiscal
institution caordination is indispensable for the construction of China —
ASEAN Free Trade Area. Pointing on the basic framework of fiscal insti-
tution coordination, this chapter tries to present a full view of the status
quo of the fiscal institution coordination in this area, including a descrip-
tion of the degrees and levels of the coordination, and a delineation of its
absence and the extant issues.

Chapter 4 foc;‘ses on the lessons of regional fiscal institution coordi-
nation and its international comparison. Comparing various kinds of the
regional fiscal institution coordination internationally and borrowing les-
son from it, is an important window to understand the fiscal institution
coordination in China — ASEAN Free Trade Area. The integrating experi-
ence of regional economy of EU and that of NAFTA are good lessons and
references for the construction of the mechanism of the fiscal institution
coordination in CAFTA. V

Chapter 5 discusses measures to promote the fiscal institution coor-
dination in CAFTA in details, suggestions about them also made. To en-
hance the level of fiscal institution coordination, thus further to promote
the construction of CAFTA is the ultimate goal of this study. Basing on a
summary of questions existing in the fiscal institution coordination in
CAFTA today, this chapter proposes systematically the concrete princi-
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ples, ways and policies to promuie the fiscal institution coordination.

In general, this study makes innovations in that:

1) At first, Concerning the method of study, having its focus on the
construction of free trade area and the fiscal institution coordination, it
constructs a basic framework for the fiscal institution coordination and
illustrates its significance more comprehensively and systematically than
other similar study. It also provides a new mechanism or platform for the
strengthening the political and economic cooperation in CAFTA.

2) secondly, Concerning the aspects of subject and contents of this
study, in essence, the study on the fiscal institution coordination in
CAFTA, is a research from the perspective of international public
finance on the financial interest and relationship in the process of region-
al economic integration, it aims to construct a mechanism for fiscal insti-
tution coordination in this free trade area, thus to coordinate regional
interests and relationship more reasonable. 1t helps to promote the con-
struction of CAFTA, and make its development more sustainable,
healthy and stable. It is also helpful for the carrying out of the strategy of
free trade area of China, and it is also a mirror for the construction of
other free trade area and regional economic integration in other place.

3) finally, concerning measures and suggestions , while pointing out
that the key for promoting the level of the fiscal institution coordination is
to strengthen the institutional construction incessantly, it also make it
apparent that institution is not always effective, and institutional coordi-

nation is an important way to promote the role played by institution.

Key Words: China — ASEAN Free Trade Area; The Fiscal Institu-

tions; International Public Finance; Coordination



