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Demand Constraint, Monetary Policy System and Economic Growth .
A “Negative Spiral” Mechanism of Economic Growth under the
Assumption of “Limited Demand”
Zhou Yan', Chen Kunting' and Pang Yao®
(1:Yunnan University of Finance and Economics; 2 :Zhejiang University of Technology)
Abstract: This paper studies economic growth based on the hypothesis of “limited demand”. In
traditional theories, consumer demand is assumed to be an integrated final product, which masks
the “limited” feature of the demand for specific commodities. In the economic environment where
supply is excessed, effective demand is insufficient and financial economic characteristics are
significant, the real economic growth is significantly different from that in traditional theories,
which focus on studying supply—side factors and cannot analyze, judge and guide the development
of real economy. This paper combines the specific economic phenomena with the frontier research
under the global pandemic, tries to analyze two problems: (1) The impact of the limited demand
assumption on growth theory; (2) The mechanism between financial shock and long—term growth.
This paper proposes a “negative spiral” mechanism to explain the continuous decline of western
economies represented by America in recent years. It also puts forward some suggestions based on
China’ s current economy.
Keywords: Limited Demand, Financial and Economic Characteristics, Mechanism of Crisis
Formation, Stabling Value System
JEL Classification: E12, E32, E52, 040
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