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Abstract

Recently, with the development of our economy, China's export scale enlarged
continuously. When we got great trade surplus, trade frictions intensified day by
day. In order to solve the trade surplus problem, since Januaryl,2004, Ministry of
finance reduced the export rebate rate of general export product, reduced or
cancelled the export rebate rate of restricted and resource products. The whole
country s export rebate rate’s average level reduced about three percentage points;
Since July1,2007, Ministry of finance further adjusted 2831 items export rebate
policy, about 37% of all commodities in customs tariff. On July21,2005, The
people’s bank of China announced China began to carry out the floating exchange
rate system that was decided on the basis of the market demand and supply,
referring to the basket of currencies , and fluctuate with management. Then, how
about these policies’ effect? How to take export rebate policy and exchang rate
policy to solve the trade surplus problem continuosly? In this paper we will
explore the problem.

First, this paper analyses the status of China's trade surplus, realized the
continuously trade surplus will bring series problems, such as exchange cost and
trade friction will increase, monetary policy will limited. Then we present the topic
of this paper “how to reduce the trade surplus”. After we evaluated the deficiencies
of related theories of trade surplus, introduced a new theory by Howell H.Zee who
from IMF. We compared the role about exchange rate appreciation and export
rebate rate to trade surplus in the equilibrium of long-short term. The feasibility of
reducing export rebate rate can solve the trade surpuls is demonstrated in theory.
Then we practice the theory in China, get to know that :under the new foreign
exchange rate regime, exchange rate appreciation has never improved China's trade
balance obviously. So we agree with the viewpoint of reducing export rebate rate can
solve the trade surpuls effectively . In this paper, by related model and data, we
calculate export demand elasticity of each industry. On this basis, we made some

concrete policies and suggestions about how to reduce the export rebate rate.

Keywords: Trade surplus; Export rebate; Exchange rate
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