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Governments in less Developed countries (LDCs) must accomplish
industrialization in an environment with a world trade and financial
system. Thus, LDCs have established characteristic regulations. This
dissertation focused three policies of LDCs; interest rate ceilings, national
ownership requirements, and foreign exchange budgets.

In chapter 2, I will consider interest rate ceilings. The literature has to
date analyzed interest rate ceilings mainly from standpoint of “finance and
development”. In contrast, I will examine this policy from the perspective of
trade policy theologically. An interest rate ceiling creates credit rationing.
However, at the same time, I will show that it may reduce costs for
domestic firms and enhance their competitiveness.

I will investigate the effects of national ownership requirements in
chapters 3 and 4. In chapter 3, I will analyze the situation when foreign
parent firms set up subsidiaries independently. In particular, I will clarify
the effects from the perspective of financial economics, which have been
~ overlooked in literature that analyzes national ownership requirements. A
stricter national ownership requirement increases capital costs and

decreases the competitiveness of foreign subsidiaries in the LDC. Thus, this

policy reduces the subsidiary’s value and the equity share of the parent
firm. Moreover, the policy will reduce the outflow of dividends, and
increases the dividends that domestic investors obtain.

In chapter 4, I will investigate national ownership requirements the ‘case
when multinational firms found an international joint venture. The
literatures in this field have assumed that international joint ventures are
always set up. On the other hand, I introduce the decision of parent firms

on whether to establish an international joint venture or not. In this setting,

f



I will show the welfare indifference property, which implies that the
government is indifferent to the distribution of the profit from an
international joint venture.

In' chapter 5, I will analyze economic development through a process
where capital goods are imported within the limits of the foreign exchange
budget. LDCs import high technology capital goods within the limits of
foreign exchange acquired by exporting. I will explain that LDCs will be
endogenously divided two groups with respect to the development process;
the first is where the LDC accomplishes economic development, and the

second is where it that falls into a development trap.
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