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The Capital Account Liberalization in China: Operational Logic and
Path Selection
Zhang Ming
Abstract: Whether emerging market economies should maintain some capital flow
management tools to deal with the increasing volatility of cross—border
capital flows is not only a hot topic in international academic circle, but
also the focus of debate in China’s policy making and academic community in
the past several vyears. This paper reviews the recent international
literatures of capital flow management and the past academic debate in China,
analyzes the operational logic of Chinese government’s capital account
openness till now, and predicts the future path of China’s capital account
liberalization. This paper recommend that Chinese government still pursue
capital account liberalization in a gradual, cautious and controllable way
in order to avoid the burst of potential systemic crisis. Chinese government
should follow an appropriate sequencing to fully liberalize the capital

account, establish amacro—prudential regulation framework as soon as possible
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promote domestic structural reform and make preparations for the burst of

potential financial crisis
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