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M 2008 4ELLE, H EAY M2 f7a i o AL
— KT EE, M H M2/GDP [ R F 45,
2015 4E R k3 2. 058, B M2 & #83 GDP (1) 200%
(I 1 R ) | im & T R 2SR E 2 Gl i A
it 200% 1 35 E AN 2 100% ) . HEAR F E AR,
rh Y M2 34K 4A 22 LR K & T GDP 3G K i
B, BRIRLF- 3t sy Al 5T B4 g B . Al 2016
AEEUN T AR5 7, GDP 3 K 3l 6.5% ~
7% i M2 34K 00k 13% , RGN T E M2/
GDP [ L3R A4 an e 22 &5 7T A A AS (6] 8 A LR
i R, L e [ 28 T R X 0T T A R 1% R AR
Coe— Mo RERy F 5, XMW ERM, LLZ W K&
B sk 63 T2 B HE R 1 BUR  th PRl ” 2
ZEORBRIB I 1o AT LA, G SR SR 22 O 1 Ay it
SN ACFE AN RREUAS BT R AL, 2 B 45 M0 AN e A 21 i
FOE v W SR A B IBORORS DR i = A0
(SR REA T .

*x1 Fi[E 1990—2015 [5 4 M2/GDP Lt &

AEGY | M2 AERE({ZIG) | GDP 45X} 4 ({2t) | M2/GDP

2015 1392300. 00 676708. 00 2.0575

2014 1228374. 81 635910. 00 1. 9317
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ARy | M2 AFEA(E(fZI0) | GDP 4% % ({20) | M2/GDP
2013 1106524. 98 588018. 76 1. 8818
2012 974148. 80 534123. 04 1. 8238
2011 851590. 90 473104. 05 1. 8000
2010 725851.79 401512. 80 1. 8078
2009 610224. 52 340902. 81 1. 7900
2008 475166. 60 314045. 40 1.5131
2007 403442.2 265810. 30 1.5178
2006 345603. 6 216314.4 1.5977
2005 298755.7 184937. 4 1. 6154
2004 253207.7 159878. 3 1. 5838
2003 221222.8 135822. 8 1. 6288
2002 185007 120332.7 1. 5375
2001 158301.9 109655. 2 1. 4436
2000 134610. 3 99214. 6 1. 3568
1999 119897.9 89677. 1 1. 3370
1998 104498. 5 84402.3 1.2381
1997 90995. 3 78973 1. 1522
1996 76094. 9 71176. 6 1. 0691
1995 60750. 5 60793.7 0. 9993
1994 46923. 5 48197.9 0.9736
1993 34879. 8 35333.9 0. 9871
1992 25402.2 26923. 5 0. 9435
1991 19349.9 21781.5 0. 8884
1990 15293. 4 18667. 8 0. 8192
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Theoretical Logic and Effective Implementation of Aggregate Demand
Regulation and Supply-side Reform
JIN Bei
(Institute of Industrial Economics of CASS, Beijing, 100836, China)

Abstract: The Central Economic Working Conference held in December 2015 called for “greater attention to
be paid to supply-side structural reform in order to stabilize economic growth” , emphasizing that such reform marks
a major innovation to economic development under the “new normal”, an initiative to respond to the new situation
in the competition of comprehensive national power after the eruption of global financial crisis, and a natural re-
quirement to adjust to the “new normal” of China’ s economic development. ” Introducing such a highly academic
concept into the system of policy discourse reflects the complexity and profundity of the problems currently confront-
ing China’ s economy.

Theory of supply and demand is a key element of economics and represents a controversial academic position a-
mong various schools of economics. Marxist economics holds the basic position of production (or productivity) de-
terminism and demand constraint theory supported by in-depth analysis of supply and demand in market economy.
Thus, it laid the theoretical foundation for the understanding and criticism of capitalist economic system and the
forecast of future forms of society. As far as current government economic policies are concerned, effective results
may only be achieved by properly balancing aggregate demand regulation with supply-side reform. Supply side is
product side and demand side is monetary side. The former is the sum of activities for the manufacturing and provi-
sion of products, i.e. the real economy; the latter is the activities that form purchasing power, i. e. monetary eco-
nomic system. Macroeconomic management with demand management as its basic component is monetary, short-
term and aggregate in nature. Observed from supply side, market failure is mainly caused by structural barriers, i.
e. systematic failure of regulatory mechanism resulting from the failure of market to operate smoothly. Hence,
countermeasures from supply side are substantive, long-term and structural. In implementing specific economic
countermeasures, supply side and demand side are all the more intertwined, which requires that macro demand
management must be coordinated with supply-side reform. Supply-side structural reform boils down to the higher e-
lasticity or flexible response of supply system to demand variations. Market economic system should be perfected in
order that macro demand policy can regulate the economy in a more effective manner. Meanwhile, appropriate de-
mand regulation should be conducted to create favorable conditions for supply-side reform.

Therefore, it is not surprising for the government to implement macro demand adjustment policy while putting
premium on supply-side structural reform in an attempt to prevent economic growth deceleration. Of course, close
attention must be paid to policy effect and there is no absolute boundary between a moderately easy policy to create
necessary economic climate for supply-side structural reform and a strong stimulus policy.

In the policy discourse of Western countries, macro regulation policies characterized by demand management
are perceived as government “intervention” in the economy (referred to as Keynesianism). The supply-side coun-
termeasures characterized by “supply-side economics” are perceived as the reduction of government intervention in
the economy for the market to exercise its function of regulation more smoothly. China’s countermeasures are clear-
ly expressed as “supply-side structural reform” , which stresses that problems should be resolved by deepening re-
form. Given China’ s different national conditions from the US and the UK, supply-side structural reform is not e-
qual to the arguments of American and British supply-side economics. Nevertheless, both of them call for institu-
tional reform to inspire micro-level dynamism and innovation and bring into play the decisive role of market mecha-
nism in resource allocation.

Based on demand-side observation, the occurrence of market failure is often used to support the argument that
market is not omnipotent and cannot spontaneously achieve market clearing and desirable equilibrium, thus requi-
ring the government to exercise macro demand management policy for intervention. Based on supply-side observa-
tions, market is generally considered to be imperfect and the function of the market in the determination of resource
allocation cannot be brought into full play due to institutional flaws (as well as the distortion effect of government
intervention ) , thus requiring the government to vigorously carry out structural reform and improve market mecha-
nism.

Implementation of aggregate demand regulation and supply-side reform is a basic countermeasure to bring into
play the decisive role of market in resource allocation and better exercise the role of government. In-depth under-
standing of market process and the theoretical logic between government and market is the premise for the effective
implementation of countermeasures in line with economic laws and the appropriate use of viable policy instruments.
These strategies not only address short-term contradictions, overcome the barriers of imbalance and secure stable
growth but serve long-term objectives and help achieve structure optimization and sustainable development.

Key Words: demand management; macroeconomic regulation; supply side structural reform
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