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Abstract

In the past 30 years’ reform, China’s economy has been integrated rapidly into glo-
balization. Global economic adjustment has been playing a more and more important role
in economic growth. Within this background, how to lead China’s reform and opening-
up to continue to go forward as expected while guaranteeing economy’s sustainable
growth , social harmony and political progress, is not only a test on the accomplishment
of China’s economic system reform and market system construction, but also a challenge
to the new macro control system with Chinese characteristics. With the opening of the
17th National Congress of the Communist Party of China, the basic national policy for
China’s economic and social development is made much clearer. In a rather long period
of time from now on, to examine the relationship between scientific development con-
cept, sound and rapid development and the ‘ Chinese Pattern’ in economic development
under the big context of economic globalization, and to explore how to coordinate gov-
ernment control and market operation and how to make government play an effective role
in regulating economy, will inevitably become a big theoretical conundrum and a policy
challenge that should be treated seriously by both decision-making body and academic
cycle.

This paper aims to discuss the new opportunities and challenges facing China’s
economy under the background of global economic adjustment and China’s correspond-
ing strategy and policy choice. In macro policy choice, we will pay special attention to
the effective combination of fiscal and monetary policies. In the past decade, fiscal and
monetary policies have played an important and positive role in China’s stable economy
growth, though the effect of policy mix was not always so satisfying. Faced with the new
macro-economy pattern as a result of economy globalization and global economic adjust-

ment and with the requirements of building new macro control system, it is necessary to
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give a new interpretation to the successful coordination between fiscal and monetary pol-
icies, which, evidently, is significant in both theory and practice. Only by forming an
effective pattern of policy mix suitable to China’s special situation, can we ultimately
build an effective macro-control system and embrace the challenges of global economic
adjustment.

This paper discusses China’s economy growth and policy mix in the context of glob-
al economy adjustment from a historical perspective where the long-term evolution of
macro-economy is considered. It provides new theoretical explanations to important is-
sues such as global economic adjustment and China’s policy choice; institution change,
degree of openness and factors behind China’s economic growth; global economic adjust-
ment and mix pattern of fiscal and monetary polices, etc.. Certainly, these explana-
tions still need to be tested in ongoing global economic adjustment.

The paper is organized as follows; Part 1 (i. e. Chapter 1) is the introduction. In
this part, we first present the research background and some basic consensus on this
topic; then we define global economic adjustment and explain the perspectives used in
this paper; we raise and underscore the main questions we try to resolve in this paper
and the possible difficulties and challenges in resolving these questions. Part 2 includes
Chapter 2 and 3. In this part, we try to depict the process of global economic adjust-
ment, the trade-off between benefits and costs, and the relationship between Chinese
factors and external world from a historical perspective. OQur focus is on analyzing the
mechanism behind this relationship, influencing factors, and the nature and conse-
quences of conflict. Part 3 has 3 chapters, namely Chapter4, 5, and 6. The main task
in this part is to explain concrete effects that the global economic adjustment has had on
China’s economic growth since the reform and opening-up, especially the relationship
among institution change, degree of openness, capital flow and economic growth.
Part 4 consists of Chapter 7 and 8. In this part, we focus our attention on capital
market’s role in a nation’s economic growth, iry to give an integrated frame combing
theoretic logic with historical logic, and investigate the close relationship among global
economic adjustment and economic structure evolution and capital market develop-
ment. Part 5 includes Chapter 9 and 10. In this part, we broaden our definition of global
economic adjustment, making it a more general concept covering big adjustments in so-
ciety, politics and economy. We comprehend the logics of global social economic ad-
justment and its impact on China’s economic growth mechanism, and conclude that in-

adequate demand and the related social structure imbalance will be the main problems

EREFIBEPNPESTIEKSEWBEARTR



KBTS SN SR E AR

to China’s future economic growth in a long time. Part 6 includes Chapter 11 and 12. In
this part, we focus on monetary mechanism and monetary policy frame that keep chan-
ging with global economic development. On this basis, we discuss the characteristics of
China’s implementation of monetary and fiscal policies, monetary policy choice and the
trade-off involved. Part 7 includes Chapter 13 and 14. As the concluding part, Part 7
will make further analysis based on previous discussion on what mix of monetary and fis-
cal policies China should choose within the background of global economic adjustment
so as to guarantee a long-term stable economic growth; and on how to effectively adjust
internal and external structure through the combination of fiscal and monetary policies
under the circumstances of serious imbalance of global economic structure so as to real-
ize long-term stable economic growth.

The main conclusion of this paper is as follows: firstly, the key for China’s econo-
my to integrate into global economy is to seek and build favorable mix and mix rules for
the economy’s long-term stable development by conflicting, gaming and compromising
with the external economy. In addition, China should enhance its ability to maintain
and adjust these mix rules. We should make the most use of imbalances in economy to
seek opportunities of development because imbalances usually mean opportunities for
economy to adjust and develop, or arbitrage possibility. Only when we have accurate
economy policies and understand global economy performance and gaming rules, can
we grasp the arbitrage opportunity.

Secondly, facing the new round of global economic adjustment, China’s economic
imbalance is mainly the imbalance of economic structure, especially the imbalance of
demand structure, caused by the rapid changes in international and domestic
markets. Therefore, the main task of fiscal policy during a rather long period of time in
the future is to adjust demand at domestic and international level. Reasonable fiscal poli-
cy should aims to remove the non-economic obstacles between different social classes,
especially those between urban and rural areas, so as to form a more healthy income
distribution structure. Meanwhile, China should increase social security investment so
as to shift the financial burden taken by banking system, especially state-owned banks,
relieve financial risk and alleviate financial rescue pressure borne by national finance.

Lastly, in theory, for any country whatsoever, there exist certain friction and
conflict for its monetary policy to maintain internal and external balance. Therefore,
monetary authorities should have priorities and make choice when faced with many inter-

twined goals. Although for a certain period of time in the future, there will be both in-
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