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Abstract

China’s economic growth, in a sense, is the competitiveness of Chinese econo-
my. The equilibrium exchange rate of RMB should be conducted under the constraint of
economic growth, therefore, the purpose of this book is to find the exchange rate con-
dition of China’s sustainable economic growth. To achieve that, we start out with funda-
mental realities of China. By using the principle and methodology of systems science and
economics, and learning from the classic literatures, we set up a RMB equilibrium ex-
change rate theory, and give out the RMB equilibrium exchange rate decision
principle. Especially, we build up the short-term, middle-term, and long-term RMB
equilibrium exchange rate models and their application variables from static analysis,
comparative-static analysis, and dynamic analysis respectively. In fact, the long-term
model (or double equilibrium model) is actually the comprehensive international com-
petitiveness model. In an ever integrating global economy, China is highly competing
but also highly interdependent with other countries. And Chinese people’s welfare is
highly related to the global market. In this condition, China’s economic growth will lose
its engine without technological progress, China’s economic growth will lose its activity
without international human resource exchange, China’s economic growth will lose its
foundation without proper solutions to unemployment, China’s economic growth will be
unsustainable without a suitable growth model, and China’s economic growth will be
lack of condition without appropriate exchange rate level.

In this book, we try to generalize the complicated factors influencing exchange rate
and the sophisticated effects resulted from exchange rate movement. Meanwhile, by re-
viewing different schools of exchange rate theory, we sum up the above key viriables in
Chinese economy to form a theoretical framework (or system) , and set up an general

model and its key empirical application viriables from the view of technology econom-
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ics. In the long run, the required exchange rate under internal equilibrium is decided by
the tradeoff between growth models (or the relationship between exogenous growth and
endogenous growth). On the other hand, the required exchange rate under external bal-
ance is decided by the international competitiveness of domestic tradables. Statistically,
the proportion of per capita income to per capita output is the main variable for evalua-
ting economic growth model, and similarly the caparison between domestic and foreign
productivity in visible competitive tradable sectors for external balance. From long-term
perspective, in order to earn more wealth and resources from intentional exchange, the
authority should overvalue RMB frequently to enhance technology progress. Accordingly,
for the sake of keeping society in order, RMB should be undervalued frequently to pro-
mote employment. And only in this dynamic process of overvaluation and undervaluation

can RMB equilibrium exchange rate show its real meaning.
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