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10 The Analysis of Balassa-Samuelson Effect in Exchange Rate of RMB
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200 Firstly it shows the development from Purchasing Power Parity Theory to Balassa-
Samuelson Effect.
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30 In the long run, real exchange rates are mainly determined by the supply-side of an
economy ( changes in the productivity), which is embodied in the model of Balassa-
Samuelson effect.
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4[] Real Exchange Rate and Economic Growth: A Test of the Balassa-Samuelson
Hypothesis Using the Bounds Testing Approach
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50 The Relationship between RMB Real Exchange Rates and China's Two-sector
Productivity Difference& An Empirical Analysis Based on the Balassa-Samuelson Effect
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601 Balassa-Samuelson effect contributes a lot to the inflation momentum in the relatively
high inflation countries.
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70 Then it discusses the influence of labor productivity to real exchange rate, on the base
of Balassa-Samuelson effect model.
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80 Measurements of China's Relative Labor Productivity Growth ( 1978 2005)
Rethinking the Relationship Between the Balassa-Samuelson Effect and Renminbi Real
Exchange Rate
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900 But you would expect average prices to be cheaper in poor countries than in rich
ones because labour costs are lower. This is the basis of the so-called "Balassa-Samuelson
effect".
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100 According to the Balassa-Samuelson model, it researches whether the characteristics
of economic growth model and industrial structure are the inner driving force of changes
in RMB exchange rate.
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110 The Balassa-Samuelson hypothesis is undoubtedly the basic theory about the effect
of rapid economic growth of countries on the real exchange rate trends in long-term.

goubd-gbdggbbogubodgbboobuoguboobboouoboobooad
goboobooooboon

120 The research indicates that there is Balassa-Samuelson effect in RMB, and that
productivity is the main decisive factor affecting the long-term trend of exchange rate in
eastern area, while the exchange rate in mid-west depends on demand factor.
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130 However, at any given starting point, most countries will not lie on the Balassa-
Samuelson equilibrium line, the convergence path that countries should follow if their
price level/ exchange rate rises with income.
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140 Because America internal real exchange rate appreciate higher than China in the past
twenty years, the depreciation trend of China real exchange rate can be explained based
on the Balassa-Samuelson theorem.
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150 The result indicates that productivity change play an important role in Renminbi
real exchange rate change irrespective of short-term or long-term and that real exchange
direction is reversal of Balassa-Samuelson Effect anticipation.
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160 Since 1978, with the global economy increasing fusion, our country has experienced
long-term fast economy growth, and this situation is similar with the hypothesis of the
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Balassa-Samuelson Effect.
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170 As a result, the real exchange rate appreciation plays a complementary role in
economic restructuring and accelerate the distribution of income, thus Balassa-
Samuelson effect in China has a more rational interpretation.
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1807 It also makes further examination on Balassa-Samuelson effect in use of provincial
panel data.
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