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Abstract The paper examines the evolution of RMB exchange rate through an institutional
reform perspective. Sharp devaluations of RMB from 1978 to the mid-1990s were in part
explained by the gradual reduction of the over-valued distortion of RMB inherited from the
planning period and the continues inflations resulting from the price liberalization and other
reform measures, in addition to the sluggish productivity growth in China’s tradable sector then.
Success of the reforms by the mid-1990s and the productivity catch-up from the mid-1990s
re-shaped the trend change of RMB exchange rate in the recent decade.
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1 “Export subsidies and mandatory export planning were

abolished between 1991 and 1992, although operating subsidies for SOEs still prevail” (Department of Foreign
Affairs and Trade, 1997, p.138).
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