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Abstract "R B Bl

In 1935, the national government implemented its legal
currency transform; it was called the abolition of the system of white
silver standard, and confirmed that the currency issued by 4
institutions ( the Central Bank, Bank of China, Bank of
Communications, and the Agriculture Bank of China) had unlimited
potential of legal payment. Such non-fulfilled credit monetary
system claimed that the legal currency was able to be exchanged into
pounds and U. S dollars, therefore the value of the legal currency
can be tested by the exchange rate.

Since 1938, inflation began to show itself in the mainland, and
was becoming more and more deteriorated, when the national party
collapsed and was driven off the mainiand, the inflation was so wore
and unreliable that it was not worth mending. As the new
government came into power, the inflation was unlikely to vanish
automatically with the passing of the old authority, but the new
people’s authority controlled the hyperinflation successfully only in
several months which created one of the greatest miracles of the
world’s financial history. The Chinese economy had to return to the
war mode as the Korea war broke out in June 1950, when inflation
remained in the mainland all along. Our first five-year plan began in
1953 and our country also implemented its highly centralized and
planned economic management system from 1953 to 1978. It was

due to the fault of the serious economic policy in the “great leap”
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period that there became a great supply shortage and the currency
issuing was overloading. At this stage, the government couldn’t
keep the price any more and the dominance inflation appeared. Such
inflation was regarded as a special experience of inflation restricting
in planned economic period and an inflating pressure did exist
throughout the time. We started our reforming in 1978 and plan and
market did join hands in one arena, which was called, in an
economist’s mouth, dual track system or transforming period. Now
the position was, the long suppressed inflation in the planned time
was gradually liberated by the thrusting of price reforming and the
deepening of the economic monetization. From 1979—1996, 4
inflations appeared in china, i. e. 1980, 1985, 1988 and 1994,
which become the main factor hampering the rapid, steady and
healthy development of Chinese economy. In short, we can learn
that in the majority of more than 60 years, from the establishment of
credit currency system in China in 1935 to 1996, inflation was kept
to show its existence, so that in historical respect, the
comprehension of the general and fundamental could deepen our
recognition of the particularity of Chinese inflation, such
comprehension no doubt was a privilege of future solution of the
inflation case.

The whole article consists of 5 parts ( with neglect of the
introduction and conclusion ), which gives the prediction and
analysis of the inflation case in China from 1938 to 1996.

The first part is titled with “The super hyperinflation due to the
wars in old China (1938—1949) . In this part, a description of the
inflation status during 1938—1949 period is given first, and the
followed phases are reasons, social & economic effects of the

inflation during the anti-Japan war and the liberation war, the
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management of inflation and why the national government lost in the
campaign.

The second part is titled with “The inflation during the restoring
period of national economy ( 1949—1952 )”. First, this part
indicates the 4 inflations after the foundation of the new China,
then, discovers the reasons which cultivate the inflations. They are:
(1) the huge deficit in the initial stage of the people’s republic of
China; (2) the supply could not meet the lowest demand of the
people at that time and such imbalance led to the shooting up of the
price; furthermore; (3) speculations deteriorated the inflation;
(4) the anticipation of inflation played an important role in
determining the real ones.

The third part is titled with “The restricted inflation during the
planned economic period (1953—1978)".

The fourth part is titled with “The transforming inflation during
the reforming period (1979—1995)”. In this part, I try to explain
that the inflations in China can only produce negative effects upon
economy and society, and the causes lie in four factors: (1)
inflation erodes the interests of the people who possess savings; (2)
inflation produces a new vested interest group and enhances the
social corruption; (3) inflation does harm to the steadily long-term
growth of the national economy; (4) inflation hampers the smooth
development of the reforming.

The fifth part is titled with “ The Chinese inflation in
comparative vision”. This part is divided into four phases, which
contemplate and compare the inflation case in credit currency system
in two dimensional shapes, with time as the longitudinal structure,
and space as the transverse skeleton.

From these we can go on to the fact that the meanings of the
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Philips Curves can not readily be fit for the Chinese experience, so
that in this respect we must not implement the policy which

stimulates our economy by inflation, and this is the conclusion of the
article.

Key Words: Modern Creditable Currency System; Chinese
Inflation; Comparison Study



