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From Regulation to Deregulation: A Criticism and Integrated Analysis
on Interest Rate Theory
GAO Xiao-hong

(Department of Business Management , Peoplés Bank of China, Beijing 100045, China)

Abstract: The argument on whether interest rate should be regulated or deregulated has
long been a major issue on interest rate theory. The integrated analysis indicates that despite
those incongruous and obviously opposite arguments, the basic logic of these arguments is con-
gruous. The arguments result from the non-linear relation between the interest rate and co-
nomics growth and the difference among their research angles and focuses. In fact, regulation
of interest rate does not certainly hinder growth and deregulation does not necessarily increase
economics efficiency. Objectively speaking, due to China’s special environment, regulatoin of
interest rate has not brought about the enormous lost of efficiency in the gradual reform as
pointed out by those criticizers. However, it dose not mean that we can deny the necessity to
reform interest rate system after the economic and system enivronoment has changed.

Key words: interest rate regulation; financial restraint; credit distribution; financial con-

straint; financial deppening
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