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ABSTRACT 1

ABSTRACT

PATTERNS OF ECONOMIC GROWTH AND
THE MECHANISM OF INFLATION

According to the standards frequently used by econamists to dis-
tinguish the patterns of economic growth, there are four types of eco-
nomic growth pattern: extensive-internally-oriented econamic growth,
extensive-export-oriented economic growth, intensive- internally-oriented
economic growth and intensive-export-oriented economic growth.

The analysis on the pattem of Chinese econamic growth and on its
transition indicates that since the beginning of reform and openning to
the outside, Chinese econamy still belongs to the type of extensive eco-
nomic growth in the course of its rapid development. Similarly, though
Chinese econamy has started to conform to the international practice in
most fields and shifted to export-oriented economy, it still integrated
with extensive growth. What’ s more, extensive economy tends to induce
inflation itself during its growth. As it is linked with export-oriented e-
conomy, developing export-oriented economy in an extensive way, infla-
tion will be brought about more easily in the initial stage of extensive-
export-oriented economic growth.

After observing Chinese economic growth and inflation in the past
20 vears, we have the primary image—the mechanism of inducing infla-
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tion is closely related to some economic growth pattern in the operation
of Chinese econcmy. Therefore, specific pattem of economic growth and
its characterstics should be the important approach to studying inflation
in the operation of Chinese economy . Following this way, the thesis em-
phasizes the interrelation between the patterm of economic growth and
the mechanism of inducing inflation and, on the basis, probes into the
formulating and mmplementation of medium and long-run anti-inflation
policies in the course of Chinese economic growth according to the in-
flation theories and method of analysis in modem economics, combining
the characteristics of eccnomic development process and growth pattern
in developing countries.

The thesis is made up of 6 chapters in 3 sections.

Section 1 includes chapter 1 “economic growth and inflation: a
general review  and chapter 2 “economic growth and acceleration of in-
flation : model analysis ~ . Chapter i involves the viewpoints about infla-
tion of nearly 30 foreign economists and 20 domestic economists as well
as comment on the divergence among those viewpoints. The surmmary of
review indicates that as for theory, the main difference among various
viewpoints lies in the interrelation between nominal variables of econo-
my and its real variables, and the mechanism in which nominal vari-
ables influence real variables; as for the experience, there are very
strong and specific restraints of time and space on the effects of infla-
tion; as for the policy, vanous anti-inflation policies differ mainly in the
viewpoints about the fundamental reasons why inflation occurs. Chapter
2 deals with two problems related to economic growth and inflation
through applying the method of analysis on aggregate supply and aggre-

gate demand in macroeconamics : one problem is how inflation makes e-
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conomic growth deviate from the nommal growth path; the other is why
inflation accelerates in the course of economic growth and yvhy the ac-
celeration interrupts the economic growth, correspordingly analyzing the
emergence of “impulsive-change point” in the economic growth path
and “breaking point” of economic growth and its reasons.

Section I includes chapter 3 “extensive economic growth and in-
flation” and chapter 4 “export-oriented economic growth and infla-
tion” . In chapter 3, at first, on the basis of the definition of the exten-
sive economic growth, the interrelations among the diminishing returns
of scale, X-inefficiency and inflation in the course of extensive econom-
ic growth are clarfied; Then, with the relevant economic models, the in-
terrelations between inflation and resources misallocation under the ad-
justment system of dual nature combining both market and planning el-
ements in the course of extensive economic growth and thereby invest-
ment expansion are expounded and proved. In the end, by utilizing the
model of analysis in structuralist macroeconomics, how insufficient sup-
ply of agricultural products brings about inflation in the course of exten-
sive economic growth in the existence of industrial bottleneck (maily
agricultural bottleneck) is elaborated. In chapter 4, based on the defini-
tion of export-oriented economic growth pattem and its charactenstics,
the reasons and mechanism of inducing inflation in the course of export-
oriented economic growth linked with extensive economy are clarified by
using the “double-gap model” and theory of international balance of
payment in combination with the scale and means of utilizing foreign
investment, export expansion and temms of trade, exchange-rate fluctua-
tion, the basic money used for foreign reserves and its relationship with

the change of total basic money in developing countries.
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Section [l consists of chapter 5 “the transition of economic growth
pattern and long-run anti-inflation policy” and chapter 6 “enterprise re-
form. financial deepening and anti-inflation policy” In chapter 5, as in-
flation is, in essense, the economic phenomenon induced by inhamony
between nominal variables and real vanables. Thus, as far as the formu-
lating and implementation of anti-inflation policies are concerned, short-
run policies emphasize the control of the aggregate demand through ad-
justing nominal variables, while long-run policies should aim at improv-
ing the effective supply by affecting real variables. Therefore, it can be
seen that the transition of economic growth style from extensive econom-
ic growth to intensive economic growth is actually the transition of pat-
tern of supplying, which 1s to reduce the inhamnony between nominal
variables and real variables in long-run. The transition of econamic
growth style can also improve the quality of export-oriented economy
and help restrain the factors inducing inflation in export-oriented eco-
nomic growth. In chapter 6, the relationship between enterprise institu-
tion reform and the implementation of anti-inflation policies from the
angle of upgrading micro-economic bases, between financial deepening
and the implementation of anti-inflation policies from the angle of per-
fecting financial environment are exported. On the basis of abovemen-
tioned analysis, the best combination, time order and coordination of an-

ti-inflation policies are briefly discussed.



H ST 1
H X

0 L= R AR L T T L ST P LR PR P PO TR PD (1)
ZFEHMESIBERIK - TSEFE oo (7)

1.1 3 ‘bﬂﬁ‘ﬁ&fﬁf; HEp" e (8)
1.2 ﬂz*éﬂ%d‘ﬂ? 2R —“fEIBIR” oo (14)
1.3 @MW%I%W o P —— IR e (22)
1.4 “HREAFXLADLCILBFIEAGLEIR v oo (27)
1.5 /Bt e e (36)
2. BFMESEEMAKAONE AR oo (40)
2.1 BHBRKHEFHRE—RERAH e (41)
2.2 BRI BRI BT e (47)
2.3 ZHK AN X R (52)
2.4 GERYEEHT G B R LB B oo (58)
3. EREEFERSEEWK e (68)
3.1 HAERSFHEER - ceeririeeeeeee (68)
3.2 uﬁtﬁzﬁéiﬁ»ﬁt Xﬁi&i‘?:ﬁ“ 2 S (76)
3.4 ?HHSHE’J #ﬁzﬁ iRk ETT - (%0)
4. 9“—‘1@’1'%1%-& h_uaf_l wﬁﬁ ..... e assaraeretes i arrae ey (97)
4.1 Hpm R~ 233 R - haE e eeeeee e (Q7)



2 28 T 4 < B 1 0 BT A K P PR

4.2 SEME SRR A SRR e (105)
4.3 @%@Hj[}{p{qgj]glﬁfﬁﬂgﬁ% (114)
4.4 LR SNCHHEGE I e (122)

5. ZFEEREANATSKBRAEWARESR - (132)
5.1 BOBRAZARBOR AL SR e (133)
5.2 ﬁﬂKﬁi%ﬁ%ﬂ% ................................. (138)
5.3 FARESHE AL ABEUR e (145)
5.4 APYRELHR HH DVBUR SILERBOR oo (150)

6. LIWHE.EMFERBEWKHRE - (159)
6.1  fholl il B2 Ol SRS BOR A RO AR - (159)
6.2 EREE: A SUEAKECR M RIIFST e (163)

6.3 B EWAKEER I e (167)

iR EHHE.LFMCSEnRkk oo (171)
MR XFXEFELEET BRAEFERESH
.ﬂ\g%ﬁ‘ ................................................ (176)
MR BEOEBISEIMNRELT oo, (179)
%%im ............................................................ (184)



CONTENTS 1

CONTENTS

Introduction
1. Economic Growth and Inflation: A General Review
1.1 Inflation Promotes Economic Growth—“The Promotion The-

"

ory
1.2 Inflation Restrains Economic Growth——"The Lag Theory”
1.3 Inflation Bears No Influence on Economic Growth——"The
Neutrality Theory”
1.4 Conclusion of Positive Study of “Instable Relations”
1.5 Summary
2. Economic Growth and Acceleration of Inflation: Model Anal-
. Ysis
2.1 Nommal Path of Economic Growth——Security Zone Analysis
2.2 Changing Modes of Economic Growth——0ne-Period Analysis
2.3 Changing Modes of Economic Growth——Several-Periods
Analysis
2.4 Causes of Change in Structural Break and Modes of Economic
Growth
3. Extensive Economic Growth and Inflation
3.1 Patterns of Extensive Economic Growth
3.2 Diminishing Returns on Scale, X non-Efficiency and Inflation



2 2T R A Il B AR LA

3.3 Investment Expansion and Inflation
3.4 Bottleneck of Industrial Section and Inflation Pressure
4. Export-Oriented Economic Growth and Inflation
4.1 Patterns of Export-Oriented Economic Growth
4.2 Scale and Utilization Means of Foreign Investment and Infla-
tion
4.3 Quantitative Export Impulse and Inflation
4.4  Fluctuations of Exchange Rate, Excessive Control of Foreign
Fxchange and Inflation
5. The Transition of Economic Growth Pattern and Long-run

Anti-inflation Policy

5.1 Anti-inflation Policy:Short-urn and Long-urn

5.2 Technical Progress and Investrnent Policy

5.3 Industrial Structure and Industrial organization Policy

5.4 Foreign Investment Policy, Export- Import Policy and Exchange

Rate Policy
6. Enterprise Reform, Financial Deepening and Anti-inflation
Policy

6.1 Reform of Enterprise system: The Micro-foundations of Anti-
inflation Policy

6.2 Financial Deepening: The Financial Environment of Anti-infla-
tion Policy

6.3 The Coordination of Anti-inflation Policy

Appendix | :Money Quantity, Economic Growth and Inflation
> Appendix || : Prerequisite Condition to the Optimal Combination
of Firms’ Factor of Production Under X Non-effi-



CONTENTS

ciency

Appendix [l : Double Gap Model and Overseas Financing

Reference

Postscript



B K R — A W o9t &£ R VBURFE LRk R A
THEFERFEIN ENE . 8P HLLIE, H
K38 BRI B B U B T A A S HIE R N 7T
PR ANARRE & Rt 5 SCk 1R — S MR A U3 48, K E kAl L
B2 F @ 7 A R R =R, 2R X Tl STk
2T R, K TR AR BUB &0 2 & if it 2 MELESF
R, LT E SRR W AR E 45 & AR RE

FFEREKHEFFHE T ECAREMNREFF RN
(D) YA ERZFFE (FdRESKMNNL, X—ka
R AT ISIM R AER ERE RIS T RFR
g QLIRS O N o 2 A S B IR o A R i BB N o U
it Sk Ko e ol 5 2 L AR B0 3 A B R 0 A A 2R R 4+ A R
B4 A D E TR AR 22 BF 4l S KR AL T S SE . (2) FrEl
Bl E L ENFEFIROWUAL . X—REFEXREBZRETI
it 4 1A BRI 508 K MRy, R EBENE SR EE N



2 22 B R (OB L O B RE R LR

W R A R RS 5 L R BUHL ) S 4w AL BT R Rk 8 43 47
(3) M EXGHEERAEIRE WA . X—FIREBENHEN
U BRI A RSt R A R R R, R EENE R
45 B T8 9 3 v i e £, SR S AE S vl 2k # 3,
A B AR LI PR SO DR ECR 19 B e (4) S E X
RO A o X2 R 2 BRI KRR B A B0 45 ¥ Fr HE SR
T8 5T AR R0, +- o3 s R A A2 7= 30T CAh BLAR T T ST
#" 55E S A A LR AT RO &

XTE RN BUAR T  F s MEHEF R E
FTEUEAREF FRIM R (1) AHERFRAW A, X
— ¥R FERNFNTE 7R EEZXBUGE A TR R E 7
ARATE I . AT TIA N 2 30AR 55 9% FT AY S0 e A0 HL A 22 70 BC A 56
A R i BN N B G W BT 320 BB B Mk DA TG 3 208
R Ry FEIRE, LB B 3 AT BUE B S0 W A F U BR
FH I IIAE BT R AR Y SELE R T EE M. (2) BRE R
MEF 2 FNMEGZ PR, 2FtaEtomiitss
R AL W A ZRMEE R, BusF @R+
A5 2 P 2 4R T O e 0 A BOYR B A MO A S BiE B B R RO
WS, A B R R R S SR R R A TR HE
RAHB R,

X TE R B R R S R, RE R RNRE
Frig AN 18 REKEE, R R E SR E T 25 W
M SHAFRALETE K ke &S TR R, KRR
ERtAT N, FENMTRERZSHN, BB R EAE
BRI A R R, U RBEUAH AL 3T
REEWE L e EEAFS T,

HR, LidHXE REKFRMGRUERNER, £3H



¥ ® 3

A A7 Lk 0 A 508 B g Mk R) R B BF 50, M TP 38 KR AU R B 7%
AR £ BE R 25 4 i B 0 6T B A o A BIL AR A 0T 2 3 % TR i I
R ] BB A 28 5 2 SCMRAE & EUBCR Z ) . X X T i
FrigLkFEEFRREBFAE KA EECHEE

e 2T o F AT R AN R 38 B A 22 5 1 A SR
HE, ] BRI 225 R Rl Y R 28 Y, B B — iy i
BT ER HB A S R ET i BRI —py i B2 5t
KBRS BT, WEBCE AR EET
KB SRR £, RECAT LA, A 70 AU HHE 90 SRR %)
A, P E AL 5T R AU — R R — P B R R
B W 80 EA S AT &, PET I K B 25T I BT 4 1A
SrE BRI T s I 90 FRIIAE S, TUHRE A 1992 FHH) — %
ZF MK BB LXK R E RS LE, A E
ZUF K e RN — M Ere A, BT 85 2 T % 78 O A R
—S B ST KRR BT H2EMKE, § 2010 F £
A, PE SRR AT B X s B — A R, R N R4y
Al—Sh R B LI R AR

R EZR KRR R HE (LA o B 2 B, BOCE TR
¥, REPEMZFL T EEE KB, B8R — o B
M FEE, REPESF CLF B emt 5 ERE %
B, RS BT, (B AR —FSHEBAET S S 4 —
YRR, # PR MRS ERERIBTE S
HEFAGFREBREK, A5 mBEFESEE, U—
Pl Ak B 77 2R A R A e B 22 B I, 7R X PP R — SR Rl 2
F K RIEN B, BE 5% E K,

MEEFRURPEEFEKIBTERBERKN ALK



4 2 MRS 8 T AL

R LR E, N 1979 F3 1996 4 18 48], 4558 5 ik
EET 7% . FRFHEELET ISHEEREK. 52K X
FE(3 A 1985,1987.1988.,1993.1994 FiI 1995 4E, 3Lt 6 4F ; 458 ¥
RS T 7% ELFHE K BT 9% W42 1989 4 ; 438 3¢
BEHK R T 7% AERIFHEKEES T 9% W HFE 02 1983.1984,
1991.1992 #i1 1996 4, 31} 5 4F ; Fi@E TR T 7% 25
WK E WAL T 9% B9 EEM F 1979.1980, 1981 , 19821986 Fl 1990
B3t 6 4, AT, Al R A REER R — A
A A mleFaERRKTHY ™. FWm, &
1985—1988 X —H I A —W R A AT S E KR, HA T
3 ARG AESY, T TR 1992—1995 483X —H R — bR R 2 5
R B, R T 3 AR

A X T 20 SR E A9 25T K AE BT AR ERR L R
FIXRE, AT A — P oIE 0N &, Bl E P EMNEFETd
B ENERNEENHES —ENAF KRR ZEFHX
B W, FFERNEFEREXEELF KT IENZE Y
HRPESFZTPEREKDEN - M EFEENTA. 4
B — B 47 TR, A OB R 18 BUAR 8 0% 22 Y 3 67 FB Ak 3B 2 & 47
Wik, 4 RBYER, LHZEPENET R SRR Z 5T KR
HRLGFHEEASE FEMREFHBRKELSEREK
RENRGHEEL XA, FEX -FRAOEMS ERFTEPEHE
2 R KRR A B S R BRI <€ S5

EI, A5 I RER B =R EAEAM.

tEaFETE-E 2Kk SEREK. AR FHE
TEKFBKSERERAME. HBSH, F-BEWTE
N2 B 30 RAALTE 25 F F ML 20 AL N4 5 2 F Xl 5
WA M B B vk, LA Rt 4% it 28 40 O A5 40 155 AR M . IR VRN G



= i 5

NG, NI AR, BMOLEM/ FEETRFNE LB E
SR BB 36 R R 4 SCEHE B SRR B E A WL [ B A
2205 f A, 8 S IR B S B SR Y B B 3 203 5 L
WAEE, R ARN R KRN ER T EEFHE 5%
B ENRAREBEEN AR, S BN TENRTNERE
W55 5 hi B 5 BB R 4 BT T Bk R 5 2 5 i AE
SRR A e T A ) B — 238 0 Bk 2 A 46T 15 15 42 0 16 4 it
EREEEERKEREY; T R2F MK LR PSS E @
SRk I, 3 H i TE K NE, 2% kIR aH
BT, AT AT T 2R K BER RE S SRk K #1E
BRI

S IS TR S SN A TR K SRR A MBI E
“HhiE B LR TR K B . BN R O R 2R R
B R L, B 5 0 0 M R 2 U 5 K R R B R R 3
B X A E SRR ARG, AAEXLFHEA,E
ETEIH ST W E MR T, AT KRS
A EESRNE R BN IRTY ik 5B KN X E;
B IS, BRI E SURMABTF W A B A, R AR 1A 7o L3
FTRBC (BRI ORB) N, &SRR R EEM
B2 £ i It PR o R AT P A SR SRR IR IE S . BN E R E
FE A NTEE A B 2 B R HAS iy eak B, FIA
BT “ WU L1 BT F E BRI SE T TR R M T ik, 4 8 R B
FrE R (EERPE) AR E 7R, B O RS &
e TS, ANC G 2% H 5 M RS A, KM
R 5 R R R 22 R 4 A A — AR S B 22 R E H K AR P e
) 5T 55 Ak 7 R R 15 B Bkt R A L

THAESLE 2K EA NS K RE 5k



