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The Development of Monetary Policy Rule Theory and Its Implications for China
ZHANG Chengsi & TIAN Hanhui

Abstract: Monetary policy rule is a monetary policy regime that requires the central bank to adjust the
policy according to a certain consistent reaction rule during a relatively long period. The theory of monetary
policy rules, emerged in the 1990s, is the deepening of the price-based monetary policy theory. The
milestone in the development of the theory of monetary policy rules is the Taylor rule proposed by Professor
John Taylor of Stanford University in 1993. Although there are other forms of monetary policy rules in the
same period, such as McCallum rule based on the growth rate of monetary base. However, Taylor rule is
a representative achievement of monetary policy rule theory. It is not only widely used in the theoretical
framework of macroeconomic analysis, but also used as the basic rule of monetary policy practice by many
central banks. Taking Taylor rule and its extended forms as the main context, this paper reviews the literature
in the field of monetary policy rules, and discusses its enlightenment to China. Taylor rule adjusts the short-
term nominal interest rate according to the inflation rate and the real output gap. The extension of Taylor
rule in literature mainly focuses on the selection of target variable subscript and interest rate smoothing. The
former derives the forms of forward-looking, current- and backward-looking rules, and the latter introduces
the lag of short-term interest rate to the right-hand side of the policy rule. Empirical researches show that
Taylor rule and its extended forms can accurately describe the conduct of monetary policy of worldwide
central banks represented by the Federal Reserve, and describe the monetary policy of the People's Bank of
China to a certain extent. The practice of monetary policy in China can also learn from the framework of
Taylor rules, but it is necessary to adjust the target variables according to the actual situation of China.

Keywords: monetary policy; taylor rule; interest rate smoothing; forward-looking policy; policy
adjustment; Chinese economy
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carriers is still relatively lacking. Therefore, this paper uses the entropy method to measure and compare the
development level of innovation carriers in key cities such as the Guangdong-Hong Kong-Macao Greater
Bay Area and Beijing, Shanghai, and Hangzhou, and empirically analyze its impact on urban industrial
technological innovation capabilities. During the sample period, the development level of innovation
carriers in each city generally shows an upward trend, but the development level of innovation carriers
among different cities shows the characteristics of significant temporal and spatial differences. In addition,
the development level of urban innovation carrier is closely related to the spatial agglomeration degree of
innovation subjects, industrial development level, local public service system and other urban comprehensive
strength factors. Further research shows that the development level of urban innovation carrier is conducive
to the improvement of industrial technological innovation ability. Specifically, from the subdivision
dimension of innovation carrier development, compared with the transformation ability and application
ability of knowledge and technology, the improvement of basic research ability has played a more positive
and effective role in industrial technology innovation ability. In the new development stage of the 14th five
year plan, we should promote the optimization and dynamic matching of the spatial layout of innovation
carriers, give full play to the regional radiation and driving role of innovation carriers according to local
conditions, establish and improve the communication-cooperation and linkage mechanism of innovation
carriers between cities, improve the quality and efficiency of the innovation carrier, and further optimize the
cross-city cooperation of science-technology-industry. Therefore, the above measures can inject new impetus
and vitality into the in-depth implementation of the innovation driven development strategy and boost high-
quality economic development.

Keywords: the Guangdong-Hong Kong-Macao Greater Bay Area; innovation carrier; industrial
technology innovation; entropy method; high-quality development



