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ABSTRACT

A TREATISE ONMACRO-FINANCE

—A THEORETICAL INQUIRY INTO FLOW
OF FUNDS IN SOCIALIST ECONOMY

This book is a theoretical study of
money and finance in a macroeconomic
framework.It has drawn many good ideas
from other economists’ works both in
China and abroad. Nevertheless, it at-
tempts to keep up its own features in the
aspect of theoretical analysis.

Most books on money and public
finances for a long time in fact, do not
analyse the financial problems behind the
savings—investment process in a socialist
economy. They usually begin with the
problem of distribution of national
income, then so on discussing how accu—
mulation and consumption should be re-
lated. The concept of “accumulation” has
seldom been made very clear and definite,
indicating sometimes both savings and



investment. This reveals a basic charac-
teristic of that time—savings and inve—
stment were merely two components of
one kind of economic activity.In a highly
centralized, socialist economicsy stem, the
government controls almost all of the
net incomes in the economy, engages in
various investment activities according to
a certain plan and procedure, whereas
businesses and households have little
initative in savings and investment.
Therefore, such a concept of “accumula-
tion”,as mentioned above, may not devi-
ate greatly from the actual economic
condition in that time.

However, itis very important that
since the economic reform began in the
late 1970s, many changes have taken
place. And among them, one difference
is that in the “accumulation” process
savings is becoming separated from inve-
stment, just as production is separated
from consumption. As the system of a



planned commodity-economy develops,
such a separation has proven irreversible.
As a results economists have to adjust
and even modify the study of money and
finance in a socialist economy, as regards
its scopes object, approach and basic
concepts, in order to accommodate the
changes of the economic pattern.

In the book, the author Mr Bei Duo
Guang wants to accomplish the following:

1) To attempt to establish a theory
of socialist macro—finance on the basis of
the flow of funds analysis. Taking the
separation of savings from investment as
a premise, the author sees the flow of
funds as the link between two kinds of
activities; in other words; the savings-
investment process is a complicated sys-
tem of flow of funds in the economy., The
author draws a multi-sectoral model of
the economy and looks into the flow of
funds between those sectors; he thus
develops and modifies the concept of



“accumulation”.

2) Tointroduce a time factor to indi—
cate the dynamic feature of the system of
flow of funds. The author delineates how
the flow of funds affect macro-economic
performances especially the price level,
when there is a time lag between savings
and investment.

3) Tointroducea location factor to
indicate the dynamic feature of the
system. The author shows that the in-
flows and outflows of funds in the system
are situated in different levels of the
financial structure and in different
financial markets.

4) To consider the possibility of
adjusting and controlling the flow of
funds for the whole economy on the
basis of a macro—economic a~alysis of the
system, The author tries to synthesize
the studies in financial structuressinte—
rest rates, financial policiess control of
money-supply and a flow of funds



account,

The author, having taken his Mas—
ter’s degree years ago, is on the staff of
the department of finance at Shanghai
University of Finance and Economics.
Now he is working for a Ph. D, degree
at the People’s University of China,
Beijing. The Foreword of this book is
written by Wang Chuan Lun, professor
of public finance, the People’ s University
of China.
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