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A Brief Introduction

Since 1997, deflation has become an increasingly obvious economic issue, both in-
temationally and in China.It is a problem that China has to confront in the new century
on its way to reform and development. Since most research has been focused on infla-
tion, a recwrring problem since the 1920s, and because the deflation is a recent phe-
nomenon, research on deflation is relatively less comprehensive and systematic. How-
ever, more work should be done on the content, mechanism and consequential effects
of deflation and monetary policy during deflationary periods.This analysis is of both a-
cademic and practical value.

This paper synthesizes the theories of Marxism and Keynesian economics with mone-
tary and neoclassical rational expectations to analyze deflation in China First, it looks
into the formation and content of deflation in the economic transitional process, then
analyzes the mechanism and periodicity from both theoretical and practical perspec-
tives. Second, it gives several alternative goals of China’s monetary policy based on an
analysis of the relationship between money supply, aggregate price Jevel and economic
growth. It then demonstrates the validity of monetary policy in deflationary periods
through an insight into the monetary policy mechanism. Grounded in all these theories
and analyses, this paper analyzes the types of monetary policy together with the intro-
duction of factors such as time lag, price — wage adjustment mechanisms , and rational
expectation . The thesis concludes that positive non — inflationary monetary policy should
be adopted in deflationary periods.



BHAEARBE LA E LA XHEEREFZIR, R
BatEHHFpEb Rk — K-S,

1998~199 #RETHERAETH, B o
KR HEHEFREEL AN EER, MEILAF
ERY KW TESERABK, SHMAKE, 2K
WAERHELAL TR,

— b FRTERBANEERTRES2ZA
HENAREKENBEEILEHNETTIOE K. R
AAZANHERLEHRN, HEANESFETEES
THRANERZRFERA, BREFF TS
THRANMABRIN BN T T EFEFRA, B2
KRNEBRAEFEFEMNPITAERKRLA,

ABALFEPHERHEESHE R, T
FIAHEERHRIL: —FER-ATR, —HE4#S
TR, THHFKERRATHIHER b R4
RYFEH I, PRBATFRAABFIEREEET
FIVH B AR TEAB_RIE, BRRARF T

1



=

BEEFTHZH, ALF FHNHAERAZT T
LW, R - NXARRTHHFF  RERF
BHABRRNER, RERF U R B4,
XHERFHBERSERERATHEFFNE
o TRERAT G EHEE R, CRFEEITTH
MEFHHHBRE, HIAFBHULHTHRE X
FHg, WA EBHFRNTIRZZT W . R
FEHEERN LT, BRAXBTHHFHENER,
FEETHHRARE BESZL THIRE, ZIH
T 6 T 3t B K B LT RO AR
BREZFTTHEXFTHRTRALFF W
ML, BRAXMTHRAREWEREH, EFH#
BAZREELAHEHNTERAE K. HARRESL
MEREZFHUAREH - TRAZALFEFH
“REZIEFRBAORBLEAREFLIMAHE, &
AERMHEHS , ERARZZKYN, FHLEAR
HAWHAEECHATACEREN TRIMER, K
hEB AHEUTRALERRTIRZEINEZRE I
FRMARMA LT THIMEHERS
?fﬁ%#ﬁﬁiﬂ%ﬁf#ﬁ"l‘ﬁﬁ%mfﬁiﬁl
FaftadFROAR, mREAREFRELTX
AR RARAXFT THENMRARBE, TRREFK
FRAEFARNFERAZFEFRSKBE
“-FWANEREA, XF T HEF T
EREXEMER N RERT, TERITEFHK

Ll ]



;]

W RAE, JE# 2 W 3 S5 R H A,

EAREHFFRBELDEYEZUHTH TN
RUATHLFNRER, HRAERTURREEF
THHNAERME ELHEERX, RAAFEHEH
ERH EFEARERARENRTERELHLE
FORBEHERAS TURAREHUAGHLEE, &
THREATHEFHRE, RINTFEFTHBALEF
FETRA, THEFWER LR EHRUF
EXTTHAMRE SN, BRALFFORLE R
AR LT ZANES, WRAFEX T T
RATRARHESLSS, BALFEHB W T
BHRN--NEEREREFALBREATHEZN R
THER, WRARAMET T, £ EC L TRHA
RFAHEETHR,

ETXEMN  TUEHAAN R - A A
ERREXHEFTTHRETHEFEUARRE K
R AR ETHRFNHEUERE, TRE
AW, BRFEF T, B2 EFERQIH K
o R A ST S0 A R LA B A B A
TR—Ro REMHIA, FEERNTNRAZLE
WHRER TR ATl TRETREARSALHY
s ERFER BENE, FEFFHLIFT
WIEHH R EIENEN R AT MG TERETEL K
B e 8 AERK, B A EEA EHH
BB AT B RAT X — R AN, HRHERE

3



5

AWEFHRXLOWTHIHE . B T, B E S
HHEME LHFEMBRNHRA,

BREZFREWALEHATR —F, RER
FRKYPEFERF T Y, RETFHEMEF T4
A 1992 FRHB AL R E XTI L FEHKLE B AR
REWENLE, XLEERAHEFHKERBRM
ERRERRRRETENRE, ERRANLE
S Jo gk XL

AERAINARE, BN THERTHRRRE
HERTEFARANB  IHEFFRANEE
RARRZERAR TR TR, AARAAUT=
MrH:—2BENERAENTZHHE T FRY
TR, —2BREAE. RN LRERR KK
RABA B NN AR KZEREENRAY
Ko MEBLFER G &, HBREHERWNH
FHKFFENEERN R RETHEBEAFXT
Mt#mYHAKEE TR, XRBREEAE
FRKERNBHMRLAN, ZEREREFLH. A
1998 4 PAR K B A0 17 37 % R AR W 8 X ] £
REFMX. CLBETHRINEXBTERRE
RFEVLTR  BERRIATRIAFE LA, £
REBRTEREIRETHE, BEXZTNLBANHK
W RITREEREER 2~ ERTHRRA
RAKR. IAZXLHERABER TERWESH, AR
FEMEREFNERLARTHEERESL, X

v 4



4

EHALUMEBFHKUEETE,
EANMBREEFNCERELEH KEERTH
RXFTHHREEINA+T R EENERURER
X
A AREFNANELI T RRABEEAF
T, ZRARRMEFECTRSETHHELT
Xo LWAHANERE BRI EHFERTE
REFE A A UL WA, Bk EN
FTFEEBFREREFFTHBE, DB UER
XFTHMBBRETXRERL Y% R, FEF T 4
ARABAEFERTREE, A TSR EGRHAN
£,
ERFREFH KNG AR RLRAR 0 EH
REAGERMKHEEROEE, FHFHTTHER
HH R E KR EANEER, TEAERTRHK®
AEREMREEHRERANHEE, B, Y s
BRKELNZRBLHA RS ENRL TRE % B %
FMEREEMTAFRN KA, TFARERECEH
B EF TG, YRARBLEHREEFF
FEROEH, FELUNNEREEZXNERL
BEABLBRBKRAE T T HEE,
EREHMTHEFRANABRE  ZF Tl
HAMEERRR AL RAZFHANEE LS L
MEARRTE, EFBELALFHLNEEL
BRERRBTHEREEL, BRRREENE

5 -



-]

XTHHAREHRBAITY KBETRER, WAR
XATERABFERUZKA N, ZRRF LK
RN ATRNKRRETENSEIREE, R
FERNBRELFR ERENREFAE, EE AW
o, FARF B AT R4 R ATT R

SR ERBKAL, ARG REHFHR, B
RESARBAZFFRMLHER, TR RE N
AXELMTEMYRFSERFEEE RS-
BEkHAE,

EARBL I A LTFRTRANELFMAL
Xo ZHUGRBEXEFFHEAERF XN
e BETEFEFRFEFPHHXFTRRR, REL S
RELFRHANER FHEY EARBERNER
ERPEFETHBA, AEREENAERRLRE
PLA BT R B RO B R gE e HETOROR
WEF BRMEMBITT 25 WERBE LT
AN B TERFEFARREX, RHEERER
PrE Ao IS & X

BZHURTREMBEEATFELEFHEKZEH
MAXRAFN, BLTEMEE, BEEH, A
BAGUFZEARTFHERMNITER, EEERE
WRREEEA L, EFAMTRTRERENH &
REGEW B RBERN,FURHE,
FETERRER MR THRANARSE, VRE Y
MR THRRBERBRT —HAGRAERNRRE, KX

. 6 -



-3

—AMER, BEATHRAITRENER MET R
REABEBSFA, & TR mEN

ZERERREMTEHRLEGRE, XA
WHATERFEE, ZFNUFET:

FARFRTERRENAR, RAET R
TERENAMAE ALRERTENELEFR
BERNTHE, AYBHNEEARFRARE -RKR
THLE TAALRENTTE. IR YHER
REFHNRA AL BE T TRALR, AAREY,
BRREATLBKAEFRBEHER, TREL“ZHF
RE"EABREERSH—NNE, T EHE
RAG"H— BB, XEEBRRLSHEN,

F BT TRREHENRENE AR,
SUAMN T RTERE LR ENERNEFE,
HHTLFAMERTE GRERFZENMX
Mo RHTHRBERB KRB RHEETHE K
LEERKARR, ARINBE AL X,

FZ HEHTERRENEERN @B,
FHENEERBEER PR A &0 RRAR-FH
SR I AR R 2 oy AT, LR I 3R R ¥ B o 4
NERREELEFRKX AR QAT BE A
BOEBRHEENTELFAMAARREHG AL,

FH,RETEAQMOREN, BARANR
HBREBK IR TRRER. XRAREBHY
Wi, EREAURTERRREFBKAN, TER

7 -



-3

B4R TFRRBEHMILNE TR, EART UL
8 g —— A T
AR AR REARRE, TR, HRE 24,
RBEAEEN —R2H,

B2 AHHMELTAEA, AASY, B
SR, AT SRR, A KB, S
EEHEEOH, AAREFENLH, $AAT
Bo AR FHERESFERA LA ELHE
WA REHEENERDE, T H T — 5 R4
REWEYFRLSEHEENS AN, KT L
&, REEH TR

ot 4% 3%
2000 4 12 A TR X A %¥



