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A bstract

In the open economy,one of the basic goals of macro—eco-
nomic control is to realize economic internal and external bal-
ance at the same time. From the relationship between internal
and external economic imbalances. On one hand,the two are
mutual influence and mutual transformation,which mean that
they have internal consistency. Internal economic imbalances
will be conductive to the external economy and lead to exter-
nal economic imbalances; and external imbalances will be-
come acute internal imbalances. On the other hand,the two al-
so have conflict. In some cases,trying to change the internal
equilibrium state macroeconomic policies will aggravate the
external imbalances,and vice versa.

Since the reform and opening up,In the process of gradu-
ally integrate into the world economy,China is also facing in-
creasingly serious internal and external economic imbalances.
Internal imbalance shows that savings surplus,overheated in-
vestment but consumption,especially residents” consumption
is seriously insufficient; External imbalance shows that cur-
rent account and capital project "double surplus" and foreign
exchange reserves increase dramatically. Among them,the in-
ternal imbalance is the main; the external unbalance is only
external performance of internal basic economic imbalances;
At the same time,external imbalances in turn increased inter-

nal imbalances. Internal and external economic imbalances
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not only damage the domestic residents” economic welfare,and
restricted the sustained and healthy development of the China’
s economy fundamentally.

The problems of China’s macro economic operation,such
as excess investment,consumption shortage and huge interna-
tional payment surplus,is the main reflect of internal and exter-
nal economic imbalances,and also exposed the institutional de-
fect of macroeconomic regulation and control to realize eco-
nomic equilibrium. According to the relationship of internal
and external imbalance,and based on the comparison of imple-
mentation effect about fiscal policy,monetary policy and ex-
change rate policy,this paper will focus on the fiscal policy,try
to correct the internal economic imbalances through the re-
form of the fiscal policy,and then through the relationship be-
tween internal and external economic,gradually conduction to
external economy,and finally achieve internal and external
economic general balance.

This paper put open economy as the research background,
and make the public economic theory as the foundation,com-
prehensive application of international trade,monetary and fi-
nancial and other related discipline theory,mainly using the
equilibrium analysis,system analysis,combined with empirical
analysis and normative analysis,qualitative analysis and quan-
titative analysis,total analysis and structure analysis to elabo-
rate concrete. In addition to the introduction,the content struc-
ture arrangement are as follows: the first part is the introduc-
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tion of internal and external balance’ s connotation and its
carding history; With the social reproduction theory,absorp-
tion theory and’ double gap” model as the theoretical basis,
this part analyze the relationship of the unity of opposites of in-
ternal and external economic balance,and induce the conduc-
tion mechanism of fiscal policy to internal and external eco-
nomic balance; The second part is comparative analysis of
macro policy effectiveness to influence the internal and exter-
nal balance,and concluded that fiscal policy has comparative
advantages,so the research emphasis fall into fiscal policy;
The third part is the analysis the current situation of internal
and external equilibrium and fiscal policy. This section re-
views the evolution process of China' s economic imbalances
since the reform and opening up,and makes systematic evalua-
tion content and effect of fiscal policy and other macroeconom-
ic regulation and control policy to solve economic imbalances,
and state the deep reasons to cause internal and external eco-
nomic imbalance,and inspects China’ s internal and external
economic imbalance through the surpassing strategy,tradition-
al economic development mode and macro policy perspective;
The fourth part is the empirical analysis of internal and exter-
nal imbalances and financial policy,including the influence of
economic imbalances to the national economy and the influ-
ence of fiscal policy on the internal and external equilibrium,
so as to prove the conclusion of the part of theory analysis;
The fifth part is the international experience and reference.
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This part select the United States,Japan and other east Asian
countries as the research object,summarize these countries’
practice in the adjustment of the economic imbalances,and
points out the reference and the lessons in the process of Chi-
na' s economic equilibrium should be used for learned; The
sixth part is the countermeasure analysis,to state the idea,the
goal and principles to achieve economic equilibrium respec-
tively,and illustrated how to further perfect the reform of fiscal
policy and other supporting measures,in order to fundamental-
ly solve China’s internal and external imbalances in detail.
This paper argues that,the reason to cause China’s inter-
nal and external economy imbalances is complex,which both
has external factors such as economic globalization,interna-
tional industrial structure adjustment and the international
monetary system defects,and has internal factors such as do-
mestic traditional economic development strategy,economic
development pattern,etc; Both has the long—term factors such
as system factors,and has the short—term factors such as mac-
ro—economic policy. Therefore,this paper puts forward the gen-
eral thought to solve China’s internal and external economy
imbalances: in the short term,we should to strengthen and im-
prove macroeconomic regulation and control policy,improve
the effectiveness and scientific of macro economic control. In
the long term,we should to deepen the public finance system
and the reform of income distribution system,improve the so-
cialist market economy,and even accompanied by reform of

- VI -



the political system,so as to realize the fundamental change of
economic growth mode.

Because of the seriousness and urgency of China’s eco-
nomic imbalances problems,the hope to realize fundamental
economic balance by the long—term political and economic
system reform is not reality,we need do something in the short
term. Based on fiscal policy as the breakthrough point,we pur-
sue the realization of internal and external economy balances
through the fiscal policy” s reform. These reform measures in-
clude: 1. The construction of public finance system,increase
the proportion of people’s livelihood expenditure,perfect so-
cial security system; 2. charge "resource rent" reasonable and
realize the state—owned profits "bonus"; 3. Adjust tax struc-
ture,implementation of "structural tax reduction"; 4. correc-
tive factor price distortion through the market—oriented reform,
collect environmental protection tax etc; 5. Strengthen the fis-
cal and tax revenue preferential to enterprise independent in-
novation and the upgrading of the industrial structure; 6. Ad-
just tariffs and export tax rebate policy,collect thé' Tobin tax”
timely,etc.

In the process of full use of fiscal policy,the paper also
pay attention to cooperate with other forms of policy measures,
such as political system,the income distribution system,legal
system,the monetary policy and exchange rate policy,etc. The
concrete measures include change the "GDP first" officials
achievements assessment method,establishing "cheap govern-
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ment",improve residents” salary income,increasing property in-
come,try to narrow the income gap of residents,perfect the le-
gal system to protect workers,implement the anti— monopoly
law,encourage the market competition,deepening the reform of
the financial system,and promote the transformation of savings
to investment and improve the RMB exchange rate formation
mechanism and enhance the mobility of exchange rate.
Through the comprehensive utilization of these measures,we
can realize both symptoms and root causes of China’ s internal

and external economy imbalances.

Key Words: internal balance; Investment; Consumption;

External balance; Fiscal policy
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