
The Problem and Innovation of 

financial cooperation mechanism 
in China and ASEAN

Lin Junguo

Prof.,Huaqiao University, PRC

8，Aug,2014



Contents

§1, Introduction of the Issues 

§2, the Major Problems in China-ASEAN Financial 

Cooperation Mechanism 

§3, the Countermeasure to Improve the China-

ASEAN Financial Cooperation Mechanism 



§1, Introduction of the Issues

Currently there are eight regional financial cooperation 

mechanisms in China and ASEAN member countries. Among them, 

there are the Southeast Asia countries, Australia, New Zealand's 

central bank organization(SEANZA), Southeast Asian central banks 

organization(SEACEN), East Asia and Pacific Central Bank 

Governors Meeting Organization (EMEAP) and the ASEAN 

Central Bank Forum; there are also the APEC Finance Ministers 

mechanism, the ASEAN finance ministers mechanism, ASEM 

Finance Ministers mechanism and the "10 +3" Finance Minister 

mechanism. 



§1, Introduction of the Issues

(2)

These regional financial cooperation mechanisms mainly are used 

around the six aspects of development of financial markets, 

infrastructure (including the payment and settlement systems, 

security systems and rating systems, etc.), banking supervision, 

economic assessment and policy dialogue, crisis management, 

capacity building (training), etc. to conduct regional financial 

cooperation.

At present, China-ASEAN financial cooperation mechanism has 

made some progress, but there are still some problems to be solved.



 (A)Overlapping of Functions and Weak in 

Cooperation Mechanism

 (B)More the Discretion-Based Cooperation 

Mechanisms, Less the Rule-Based Cooperation 

Mechanisms

 (C)The Lack of a Regional Emergency Financing 
Mechanism

§2, the Major Problems in China-

ASEAN Financial Cooperation Mechanism 



(A)Overlapping of Functions 

and Weak in Cooperation 

Mechanism
China-ASEAN Financial Cooperation mechanism exists functional 

overlap in specific operations, and its efficiency need to be improved, 

involving eight(ie,all) of economic assessment and policy dialogue 

function, five of capacity building and five of the development of 

financial markets in existing regional financial cooperation 

mechanisms. On the one hand, the sectoral interests represented by 

participants of different mechanisms are different, the degree of the 

role of different mechanisms are different, the research reports and 

policy recommendations of the various cooperation mechanisms may 

be inconsistent, which can easily result in a waste of resources,  and 

may also delay the process of regional financial cooperation; 



(A)Overlapping of Functions 

and Weak in Cooperation 

Mechanism(2)
on the other hand, the existing financial cooperation 

mechanisms are weak in function of the financial policy 

supervision, the effectiveness of preventing crisis is not 

better; some important and basic preventive measures, 

such as capital flows control mechanisms, information 

sharing mechanisms and crisis early warning mechanism, 

have not been established;and the lack of a permanent 

institution results in a loss of communication and 

consultation between the daily oversees contacts, and a 

loss of effectively financial monitoring system to the global 

and regional macroeconomic situation, which restricts the 

effectiveness and progress of regional financial 

cooperation to a certain extent.



(B)More the Discretion-Based 
Cooperation Mechanisms, Less the 
Rule-Based Cooperation Mechanisms

The Discretion-Based cooperation mechanism can be more 

wide-ranging cooperation for different events or circumstances at 

different times and areas of which is beyond the Rule-Based 

cooperation mechanism, but the drawback is hard to form a clear 

rule, and produces uncertainties and difficult to make full of the 

policy though psychological expectation affecting. The current 

China-ASEAN financial cooperation mechanism reflects this 

defect.



(B)More the Discretion-Based 

Cooperation Mechanisms, Less the 

Rule-Based Cooperation 

Mechanisms(2)
China-ASEAN regional supervision mechanisms has 

problems: there is no clear goals and rules of the exchange 

of information; leading to a great difference and a lot of 

reservations in their reports; it is difficult to assess the issues 

of economic bodies of major. Moreover, peer supervision 

can not effectively implemented, the Member States are 

often simply doing a general discussion on global and 

regional economic situation, without presenting a sufficient 

substantive monitoring and establishing a mechanism to 

monitor the actual implementation.



(C)The Lack of a Regional 

Emergency Financing Mechanism

In response to the crisis, China and ASEAN countries are also 

need a regional emergency financing mechanism as IMF 

Emergency Financing Mechanism. Currently, there are many 

problems in China-ASEAN regional currency swap mechanism. 

For examples, the unclear rules lead to risky negotiations, each 

country in need of  financial assistance is facing several rounds 

of bilateral negotiations; while a series of negotiations are not 

only difficult to guarantee the timely rescue, but also bears the 

risk that some countries refused to honor the bilateral swap 

agreements.



§3, the Countermeasure to Improve 

the China-ASEAN Financial 

Cooperation Mechanism 

(A)the Establishment of a Permanent Multi-level 

Institutions

(B) Establishing China - ASEAN Monetary Fund

(C) To Establish the Exchange Rate Coordination 

Mechanism of China-ASEAN 

(D) To Establish the Rule-Based Cooperation Mechanisms



(A)the Establishment of a Permanent 

Multi-level Institutions

 Establishment of a multi-level permanent 
organization can provide organizational guarantee 
for the Rule-based financial cooperation 
mechanisms. When making arrangements with 
financial institutions China and ASEAN with consider 
of the full use of the existing mechanisms and 
establish a multi-level permanent organization to 
deal with the problems of financial cooperation. For 
example, the "Chiang Mai Initiative" can be 
developed a guidance institution for the purpose of 
crisis early warning, prevention, treatment and relief.



(A)the Establishment of a Permanent 

Multi-level Institutions(2)

 The guidance agency is in charge of making the 
immediate-intermediate-long term development 
plannimg of financial cooperation,especially establishing 
a phased goal in the development of bilateral 
cooperation. The excutive and coordinative agency 
were set up in different areas of the financial issues, the 
guidance agency makes the plans and objectives, the 
sub-institutions draw up the rules and specific action steps 
under leadership of guidance agency, which can 
strengthen coordination with each other, so that financial 
cooperation between the two sides is well consistent.



(B) Establishing China - ASEAN Monetary Fund

The roles of the China - ASEAN Monetary 

Fund are mainly in the following three 
aspects:

First, a regional monetary fund has an 

ongoing oversight role on the financial 
system, economic policy, economic 
structure and economic development of the 
member countries.



(B) Establishing China - ASEAN Monetary Fund(2)

 Secondly, the regional monetary fund can respond 

quickly during the financial crisis, in accordance with 

its purpose and related agreements signed by 

member states, to provide the necessary loans in 

crisis, so as to prevent further spread of the currency 

crisis.

 Finally, the regional monetary fund has a deterrent 

effect on the speculation. When the crisis broke out, 

the lack of rescued mechanism system will make 

speculation self-reinforcing, and the existence of 

regional monetary fund will act as a deterrent.



(C) To Establish the Exchange Rate Coordination 

Mechanism of China-ASEAN 

 Due to historical, cultural and other factors, the process 

of monetary integration in Asia lags behind the 

integration process of trade and investment. With the 

rapid advance of the global monetary regionalization 

union, Asian loose monetary link faces a considerable 

pressure, Asian countries began to seek different forms 

of monetary cooperation. 



(C) To Establish the Exchange Rate 

Coordination Mechanism of China-ASEAN (2)

Currently, China and ASEAN countries are lack of the 

exchange rate coordination mechanism. The current 

exchange rate coordination has legal obstacles: One is 

the lack of laws and policies to spread the bank's norms; 

Second the ASEAN exchange rate arrangements exist 

inherent defects. After the Asian financial crisis, ASEAN 

countries, mostly in the nominally converted to a 

floating exchange rate system, but in essence, taking 

different forms of dollar-pegged exchange rate system.



(C) To Establish the Exchange Rate Coordination 

Mechanism of China-ASEAN (3)

 Based on the legal obstacles of China-ASEAN 
exchange rate coordination mechanism, China should 
actively coordinate ASEAN countries exchange rate 
policy. To achieve RMB regionalization in the ASEAN 
countries, ASEAN countries should strengthen policy 
coordination under the current exchange rate regime, 
maintain a stable bilateral exchange rates in the region 
and actively try to practicable exchange rate 
arrangements. After the conditions are ripe, we should 
consider using the single currency, establishing a unified 
currency regulator, a unified monetary policy in the 
ASEAN region, a regional monetary system.



(C) To Establish the Exchange Rate 

Coordination Mechanism of China-ASEAN (4)

1, We must first solve the problem of RMB and 
ASEAN currencies affected by the spread of 

the bank and then make formulate laws and 
regulations for norm of the spread banking as 
soon as possible, under the support of policies 
and laws, to make the spread banks to a 
legitimate commercial banks regulated by law 
in order to protect the stable exchange rate of 
the RMB and the ASEAN countries'. 



(C) To Establish the Exchange Rate Coordination 

Mechanism of China-ASEAN (5)

 2, In order to maintain the regional overall interests, 

China and the ASEAN should establish the regional 

exchange rate coordination mechanisms and regional 

monetary cooperation and so on, understand the 

perfoming their duties of the equilibrium exchange rate 

between the parties to each other, the fluctuation 

amplitude range and maintaining exchange rate 

stability. While the relevant conditions mutured, we 

should establishes a unified regional monetary 

cooperation mechanism, and integrated the ASEAN 

economic interests.



(D) To Establish the Rule-Based 

Cooperation Mechanisms

 Advantage of the Rule-Based cooperation mechanisms is 
that rules are clear, the decision-making process are clear 
with higher feasibility and reliability, and stronger restriction, 
which can be sure of the continuity and stability of policy 
coordination in the longer term. At present, the Rule-Based 
financial cooperation mechanism is need in China-ASEAN 
cooperation mechanism. From the present situation of 
China-ASEAN cooperation mechanism, it is not realistic to 
form a set of institutional arrangements within a short time, 
but in the long run, only the establishment of institutional 
arrangements can consolidate the results of financial 
cooperation between China and ASEAN countries, to 
achieve win-win situation. 


