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ABSTRACT

Monetary theory is one of the most fundamental and important economic
thearies, and it hasically consists of monetary sup]:;ly and monetary demand.
The character of monetary supply and the way of determination of monetary
supply play an determinant effect on the monetary policy. As one of the two
macro control mechanisms, the literature on monetary supply and monetary
policy have heen flourishing and works on thesc two subjects are enough to
fill a house to the rafters in the contemporary age. But study on the same
problem in the modern age was comparatively scarce. DBased on the modern
monetary theary, with relerence to the fact and law of modern China eco-
nomic development from 1927 to 1935, the periodl_ before currency reform,
this dissertation analyses main determinant factors Iand transimission way ol
monetary supply. and, using empirical analysis, the dissertation verifies the
viewpoint of endogenous ménetary supply. -

The dissertation consists of three levels structurally. The first level of
structure includes introduction and chapter one, which conducts summary
and analysis on research paxper on basic knowledge of monetary theory and
endogenous monetary theory in the metal-standard-monetary system, evalu-
ates research achievement on endogenous monetary and supports the disser-
tation theoretically, Further more, based on the former study achievement
on monetary supply, according to research pattern and methods of the con-
temporary economics, this section analyses the issue of endogenous monetar-
v supply of modern China. This part also defines the related terms, such as
definition of money, stock and flow, endogenocus variables and exogenous
variables, monetary neutrality, monetary base, monetary multiplier, veloci-
ty of monetary and measures of the monetary aggregates. In addition, the
part also analyses the control means and way of monetary policy and elabo-
rate economic methods and other methods employed in the dissertation.
Therefore the first level of the dissertation formed standard analyses meth-
ods and train of thought of madern cconomy.

The sccond level structure includes chapter two, in which varying fac-
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tors that affect monetary supply are analvzed, including investment. import
and export, firm, bank and residents. In this analysis central bank is just
nominal central bank, which didn’t play its real function, Tt is a special phe-
nomenon in modern China, and, to a great degree, and it determinates that
monetary supply is cndogenous. This section’is the core of the analysis and
emphases of the dissertation. Study shows that monetary supply is endoge-
nous and its determinant comes from foreign factors in modern China. All
these work to establish the logical foundation for analysis for the esiablish-
ment model of monetary supply for the {ollowing chapters,

The third level includes chapter three and chapter four. Based on eco-
nomic theories and logical analyses, this part tries to abstract theoretically
the hypothesis for the theoretical function of endegencus monctary supply in
modern China, analyzes the possibility and reality of applying endogenous
monetary supply theory to China, cstablishes the function of endogenous
monetary supply in modern China and, using the latest econometrics theory
and methods, carries out empirical study for the theoretical [unction, thus
verifies the key viewpoint of the thesis, The following study is then devoted
further to the causation and transmission mechanism hetween monetary sup-
ply and economic growth, which belongs te empirical study for the former
theory. The main findings are as follows: monetary supply in modern China
was endogenous. the main factors influencing on monetary supply were GDP
and price, and the influence of price on monetary supply was more important
than that of GDP. The currency reform in 1835 provided a platform for mo-
netary supply transition from endogeneily to exogeneily, which enabled the
government and the central bank controlled by government to issue ban-
knotes recklessly and change variety of banknotes several times, thus led to
galloping inflation and ecanomic collapse.

The main conclusions of the dissertation are as {ollows; from 1927 to
1935, monetary supply in modern China was affected and determined by
many macro and micro, domestic and foreign factors., It was not shaped by
systetn or model exogenous determinant, or the central bank. Monetary sup-
ply was cndogenous from the establishment of Nanking National Govern-
ment to the pre-reform period in 1935, As revealed hy analysis on the inter-

nal factors, monetary base, which is the most imporiant constitute part of




