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AAA Guarantee Institutions and High—Quality Development of the Bond Market:

Theoretical and Empirical Analysis on Guarantee Supply
Lin Wanfa', Lu Jieyi", Liu Yan® and Song Min'
(a. Economics and Management School, Wuhan University; b. College of Business, City University of Hong Kong;
c. School of Business, Sun Yat—sen University)

Abstract: In recent years, while China’s bond market has been developing rapidly, inefficiencies in resource allocation has emerged.
This paper first constructs a bond financing guarantee model to illustrate that the market—oriented guarantee provided by AAA guarantee in-
stitutions can improve the allocation efficiency of the bond market through a better risk—sharing mechanism. The extension of the bench-
mark model further indicates that concentrating resources to establish AAA guarantee institutions at the provincial level can achieve higher
bond market allocation efficiency than setting up guarantee institutions separately at the prefectural and municipal levels. Based on the da-
ta of urban investment bonds, this paper tests the above theoretical predictions and finds that: (1) AAA guarantee institutions can increase
the issuance amount and quantity of urban investment company bonds; (2) Provincial AAA guarantee institutions have promoted the im-
provement of resource allocation efficiency in the urban investment bond market through better information processing capabilities and proj-
ect risk assessment. In addition, AAA guarantee institutions further promote local infrastructure investment and economic growth by improv-
ing the allocation efficiency of the urban investment bond market, and at the same time help reduce the credit risks of local banks. The re-
search indicates that enhancing the information processing capabilities of guarantee institutions and increasing the supply of high—quality
guarantees can improve the resource allocation efficiency of the direct financing system, thereby enabling finance to better promote high—
quality economic and social development.

Keywords: AAA guarantee institutions; guarantee supply; information advantage; bond market; high—quality development
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(34) Wang, S. and Yang, D., 2025, “Policy Experimentation in China: The Political Economy of Policy Learning” , Journal of Political
Economy ,vol.133(7) , pp.2180~2228.

International Standards Adoption and Firms” International Market Expansion: Theory and Empirical
Evidence from Chinese Listed Companies
Wang Yanyan', Wang Xiaosong' and Hu Mei®

(a. School of Economics, Renmin University of China; b. School of Economics, University of International Business and Economics)

Abstract: Against the backdrop of profound adjustments in the global economic and trade landscape, alongside China’s pursuit of high—
standard opening up, enhancing the internationalization of national standards has become a key policy instrument for promoting institutional
opening up. However, there remains a lack of systematic empirical evidence on whether and how standards internationalization facilitates
firms” expansion into international markets. This paper investigates Chinese listed companies by combining firm—level export data with stan-
dardization data from the National Public Service Platform for Standards Information. We construct a measure of the internationalization level
of standards based on international standards adoption efficiency, and empirically examine its impact on firms” international market expansion
and underlying mechanisms. Our findings reveal that improvements in international standards adoption efficiency significantly promote firms”
international market performance, as reflected in higher export intensity, expanded numbers of destination countries and exported products,
and increased export market shares. Mechanism analysis shows that standards internationalization enhances firms” outward expansion capacity
by lowering the productivity threshold for export participation and increasing the prevalence of firms integrating both domestic and internation-
al markets. Heterogeneity analysis indicates that foreign—invested firms, firms with overseas—experienced board members, and technologically
advanced firms benefit more from international standards adoption. Moreover, we find a significant complementary effect from firms” active par-
ticipation in the formulation of mandatory national standards, which amplifies the impact of standards internationalization on export perfor-
mance. This study contributes to the theoretical understanding of how standards internationalization affects firm—level international expansion
and provides micro—level empirical evidence as well as policy implications for using standardization strategies to support national trade devel-
opment.

Keywords: institutional opening up; standards internationalization; efficiency of international standards adoption; international market ex-

pansion; export productivity threshold
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AAA Guarantee Institutions and High—Quality Development of the Bond
Market: Theoretical and Empirical Analysis on Guarantee Supply
Lin Wanfa®, Lu Jieyi", Liu Yan* and Song Min'

(a. Economics and Management School, Wuhan University; b. College of Business, City University of Hong Kong;
c. School of Business, Sun Yat—sen University)

Summary: In China’s bond market, explicit guarantees are commonly included in bond contracts. Meanwhile, in-
vestors generally expect implicit guarantees from local governments to support bonds issued by urban investment plat-
forms and state—owned enterprises, in order to reduce credit risk. The explicit guarantee mechanism arises from issu-
ers” need to meet market issuance standards, reflecting guarantee demand. Implicit guarantees, however, represent a
form of third—party guarantee supply. Analyzing guarantees” impact on bond market efficiency requires examining
both demand and supply. Due to the difficulty in measuring implicit guarantees, systematic analysis of guarantee sup-
ply has long been absent. This study fills the gap by using the recent rise of explicit guarantee supply—specifically,
the establishment of AAA-rated guarantee institutions—to examine guarantee supply in China’s bond market both
theoretically and empirically, and thus enhances our understanding of how guarantee mechanisms contribute to high—
quality market development.

To clarify the economic role of local guarantee institutions, we develop a simple model of bond guarantee. The
analyses show that AAA guarantee institutions reduce risk premiums through improved risk sharing, enabling NPV-
positive but high—risk projects to obtain financing. Moreover, if provincial-level AAA guarantors possess superior in-
formation and monitoring capacities, a centralized provincial institution achieves more efficient allocation than dis-
persed municipal ones. First, the establishment of AAA guarantee institutions increases the issuance volume and num-
ber of municipal bonds, a result robust to various checks. Second, mechanism tests confirm that provincial AAA guar-
antors produce information and monitor risks. They significantly raise issuance success for medium—risk firms with
low ratings, though pricing effects are muted due to offsetting factors between risk reduction and signaling. However,
they suppress bond issuance by high—risk (zombie) firms while having no significant effect on low-risk issuers. Place-
bo tests using non—provincial AAA institutions show weaker effects. Third, additional tests indicate that the positive
effect is stronger in regions with more AAA guarantee capital. Finally, AAA guarantors also foster infrastructure in-
vestment, boost regional GDP, and reduce non—performing loans, demonstrating positive social welfare effects.

The contributions of this study are threefold. First, it provides a first set of stylized facts of AAA guarantee insti-
tutions from a guarantee supply perspective. Overall, AAA guarantee institutions have an absolute advantage in busi-
ness scale and capital strength, becoming the core force in the urban investment bond guarantee market. At the same
time, AAA guarantee institutions have strong information production and risk monitoring functions. Second, it theoreti-
cally and empirically analyzes the bond guarantee supply mechanism, revealing how regional guarantee resources are
allocated. AAA institutions mainly guarantee medium-risk projects, lowering risk premiums to facilitate financing—a
finding well-supported by evidence. Third, it is the first to evaluate the economic efficiency of market—based credit
enhancement and debt risk resolution from a supply—side view. Provincial AAA guarantors help identify medium-risk
projects aligned with social efficiency, promote pricing efficiency, and improve resource allocation in the bond market.

Keywords: AAA guarantee institutions; guarantee supply; information advantage; bond market; high—quality de-
velopment
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