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A Study on the Asymmetric Regional
Effect of China’s Monetary Policy

ABSTRACT

B

Since the modern Central Bank began to intervene economic
movement, the various countries’ economists have been always
interested in the issue about the effect of monetary policy. How-
ever, their studies have mainly stressed on the quantity effect,
time lag, industrial department’s comparison and political impact
of monetary policy rather than the different regional effect.
There is space-time dimensionality in any economic activity.
Whether omitting time series analysis or regional effect analysis,
there must be a deviation on research conclusion, especially for
our country that she is a big country with a vast territory and an
asymmetric domestic economic development. Monetary policy
with warp not only may be able to lose objective and the accura-
cy, what is more serious can give an enormous negative influence
to the future economic movement. Therefore, based on the syn-
thesized estimation to the domestic and foreign related literature,
this book provided a general theory research foundation for the
regional effect analysis of monetary policy through establishing a
more systematic and integrated analysis frame. Then an in-depth
empirical study on the regional effect of China’s monetary policy
was conducted under the above analysis frame.

As far as the fundamental research concerned, this book
constructed the general theory analysis frame from the transmis-

sion of monetary policy as well as most of the other related liter-
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atures. “And this book carried on the theoretical analysis with
universal significance through getting hold of the rational opin-
ions of the New and Post Keynesian.

Our theoretical analysis started from the money nature. Be-
cause there is uncertainty in the economic activity and the policy-
making environment and individual is limited rational, the money
appears in the economic movement as one kind of highly effective
system arrangement inevitably, moreover becomes the core. On
the one hand, money supply displays endogenous and the bank-
ing system is the main channel. On the other hand, money be-
comes the most liquid capital. Thereupon the monetary policy re-
search must involve to the banking system and liquidity prefer-
ence, Further we find that the difference about stages of bank
development and bank system variance among the regions can re-
sult in the asymmetric effect of monetary policy to the local econ-
omy. At same time, the bank credit supplies behavior and the
borrower’s credit demand behavior influenced -by each liquidity
preference, based on the bilateral asymmetric anticipation, inter-
act and cause the difference micro-behavior and structure of the
different regional bank, finally also result in the asymmetric re-
gional impact of the single monetary policy.

As far as China’s practice, having carried out reform and
opening policy for nearly 30 years, although Chinese national
economy has obtained the huge improvement, both the statistical
data and the empirical studies proved that the imbalance gap of
the various regions’ economic development was increasing. It was
evident that the regional economic development obviously dis-
played “Matthew Effect” in China, which would destruct sus-

tainable development. So we tested whether China’s monetary



ABSTRACT : L

policy had been the asymmetric regional effect since reform and
opening, which may enlarge the regional economic growth dis-
parity. On the other hand, we tried to find its economic reason
and system reason, then to put forward the corresponding policy
proposal.

Firstly, we confirmed that China’s monetary policy influ-
enced the East more remarkable than the Mid-West and then ex-
isted obvious asymmetric regional effect. Secondly, the reasons
were the regional difference of stages of banking development
and structure of bank’s assets and debts.

‘The whole dissertation is composed by seven chapters.
Chapter 1 is the introduction. Chapter 2 gives a concise review
and appraisal of the overseas economists’ rich related literatures
under the historical advancement as the clue. Chapter 3 based on
the Post Keynesian, constructs a systemic and integrated theo-
retical analysis with the universal serviceable frame. Chapter 4
adopts many kinds of empirical methods to examine the region
effect of China’s monetary policy, as well as tightening or expan-
ding monetary policy. Chapter 5 continues the above theoretical
and the empirical analysis to further study the essential reasons
that cause the asymmetric regional effect of China’s monetary
policy. Chapter 6 expounds why there is dissimilar of the level of
banking development and the bank micro-behavior or structure in
Chinese various regions from the transition economy. Chapter 7
concludes the whole paper and puts forward the corresponding
policy proposal. :

KEYWORDS: monetary policy regional effect asymmet-
ric credit transmission stages of bank‘ing development struc-

ture of assets and debt
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