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China’s Economic Growth under Inflation

SHEN Kunrong' , TIAN Wei’, LI Zilian'

(1. School of Economics, Nanjing University, Nanjing 210093, China;
2. Jiangsu Administration Institute, Nanjing 210004, China)

Abstract: China’s price indices begin to show a more substantial upward trend, its inflation pressure continues to grow. The
inflation reflects China’s traditional economic growth model has the “dilemma” ; for a long time, China’s economic growth is
excessively dependent on government investment, making the issuance of bank credit and currency hard to control, while in
high-growth economy there is always the risk of high inflation. In reverse, the increase of productive cost caused by inflation
will not only extrude enterprise’s profit, but also decrease economic growth rate. Because the role of monetary policy is limited
in the context of quantitative easing in USA, China’s inflationary pressures will continue for some time. To effectively prevent
the “stagflation” risk, China’s central government should make its monetary policy and fiscal policy cooperate systematically.

Key Words: inflation; stagflation; monetary policy; fiscal policy; economic growth
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