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Volume-Price Divergence: Choices and Policy Balances in Economic Transition
WU Ge YU Tao CAO Haiwei GAO Tong
(Chang Jiang Securities)
Abstract Volume-price divergence manifests itself in the coexistence of output growth and price slump on the
production side, with enterprises maintaining production through price cuts on the micro level, and the divergence
between real GDP growth and the price index on the macro level. This paper analyzes the root causes from the multi-
dimensional perspectives of demand contraction, rational decision-making of enterprises, technological advancement
and digitalization impact, and points out that although enterprises' "price-for-volume" strategy maintains production, it
exacerbates profitability weakening and inventory buildup, and technological advancement and the development of the
platform economy further depresses the price level. Based on historical experience and international comparisons, this
article argues that the current phenomenon of volume-price divergence has a staged character, and its sustainability
depends on substantial improvement in the demand side. The article suggests that counter-cyclical policies should be
extraordinarily powerful, taking into account the balance between "quantity" and "price", and at the same time paying
attention to the asymmetric impact of technological progress on supply and demand, so as to provide a buffer for
economic restructuring.
Keywords Demand Contraction, Technological Progress, Counter-Cyclical Policies
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