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. WX ESE Thesis overview and summary of the presentation.

This dissertation explores the role of central banking in the political economy of
East Asian regionalism. The first section analyzes the interest rate policies and balance
sheet policies of East Asian central banks, demonstrating how regional monetary authorities
manage to isolate domestic monetary policy from the impact of international financial flows
and keep their policy autonomy even under non-floating regimes. The second section
presents Chinese monetary policy operations, including “window guidance” policies, and
illustrates how quantity-based policy tools affect and distort price-based policy tools. The
third section conducts an institutional political economic analysis of currency
internationalization against the background of the internationalization of the Chinese yuan
and the Japanese yen. The thesis concludes by reflecting upon these findings in the context
of East Asian regionalism and by drawing comparisons to European regionalism. It is argued
that current political economic conditions in East Asia neither suit nor require formal
coordination of monetary policies and associated sovereignty pooling. Instead, existing
integration would benefit from institution building, capacity building and the diversification
of exchange rate policies.

These findings have important theoretical ramifications for traditional political economy
and international relations theory on national sovereignty in international finance, such as
Realism, Institutionalism, Intergovernmentalism or Neofunctionalism. Specifically, it has
been argued that exchange rate regimes cannot be treated simply as a reflection of the power
relationship between states. Instead, greater attention to the specific operational procedures
of central banks is necessary to understand a country’s position in the global monetary system,
its policy space and policy autonomy.

The Euro Crisis has served as a forceful reminder that monetary matters are fundamentally
political and that, by renouncing sovereignty, countries may also surrender an important
means towards achieving autonomy. Many East Asian economies found themselves at a similar
juncture following the 1997-98 Asian Financial Crisis, when dissatisfaction with the IMF’s
crisis response led to calls for more formalised monetary integration as a form of protection
from the negative externalities associated with dollar-pegging. While regional policymakers
may have seen this as an attractive strategy, the argument here is that such a view is
incomplete. Whether or not a trade-off exists between exchange rate stability and domestic
monetary autonomy depends on a country’s external position, not on the type of exchange rate
regime.

The strategy of rhany East Asian economies of adopting currency baskets after the Asian
Financial Crisis appears to be the sensible choice in light of these findings. Currency baskets
have contributed to keeping intra-regional exchange rate stability high while providing more

flexibility than would monetary union. Recent efforts have concentrated on diversifying



exchange rate regimes, and it appears that the Chinese yuan in particular is gaining greater
influence in this regard. Resources should also be directed towards institution building and
capacity building, especially towards the development of capital markets and the
strengthening central bank operations. Informality is not unique to present East Asian
relations, but has played an important role in historical economic and political relations in
East Asia as well. Rebalancing of economic policies towards the creation of more solid domestic
foundations should also be given greater priority. Much of this is already being undertaken,
e.g. within the ASEAN+3 Asian Bond Markets Initiative.
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