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Abstract

The insufficient of cffective demand, is an
important problem that is to be solved in China’ s e-
conomic transformation. This book would study the
cause of insufficient effective demand through the an-
gle of income distribution, and try to construct a the-

ory system about the insufficient effective demand.
The book is composed of 8 chapters.

Chapter 1 Introduction

In chapter 1, the book discussed the basic
method and framework of this research. To study
the logical relation of economic variables, that is
called “essence analysis,” I chose dialectics and put
forward the understanding of myself about the dialec-
tics. To examine the logical relation by practical da-
ta, that is called “quantity analysis,” 1 chose some

methods of econometrics.
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Chapter 2 Three Approaches of Effective Demand

This chapter gives a review of effective demand theory. At the
beginning of 19th century, economists had found the possibility of
disequilibrium of market economy. Through the effort of many fa-
mous economists, esp. Keynes and Marx, three approaches of ef-
fective demand have been formed in today’s economics. They are
Western mainstream economics which is guided by price — wage
rigidities; Post — keynesian economics which is guided by income
distribution; Marxist economics which is guided by social reproduc-
tion. The effective demand theory of Western mainstream eco-
nomics and Post — keynesian economics come from Keynes’ The
General Theory of Employment, Investment and money, and
Marxist effective demand theory comes from Marx’ s Capital and
Surplus Value Theory. Three theoretical systems all have some ad-
vantages and disadvantages, so we should combine them rationally.
On the whole, the framework of Mark’ s effective demand theory
is more reasonable, while it lacks of perfect in detail and demand

absorbing rational factors from other theories.

Chapter 3 The Theoretical Analysis of the Impact of Income
Distribution on Consumption Demand

In this chapter, the theoretical relation between the income
distribution and consumption demand is studied. The analysis as
follows is step by step.

The first step, because of the increasing of the income distribu-
tion difference, the preference of consumption of every stratum be-
come different, which lead to the preference of consumption of the
society declined, which called underconsumption. Secondly, be-
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Abstract

cause of the credit relation among consumer, consumer goods firm
and consumer goods seller, the information of underconsumption
can not be transmitted to firms. Guided by mistake market signal,
consumer goods firms would expend their production, which would
lead to the disequilibrium and overproduction.

The second step, based on the analysis of the behavior of the
high — income stratum, middle — income stratum and low — income
stratum, the book give a consumption function which is formed as
C=ataBY+b3hY+chY. Among which the B, B,, Bs are the
marginal consumption preference of three stratums (low — income
stratum, middle — income stratum and high — income stratum in or-
der). It is obvious that the consumption function is based on income

distribution.

Chapter 4 'The Theoretical Analysis of the Impact of Income
Distribution on Investment Demand

In this chapter, the book discusses the relation between income
distribution and investment demand. On the angle of the credit re-
lation in market economy, I form a theoretical model about income
distribution and investment demand. At first, I discuss two Pro-
cesses: The process that the gap of income distribution led to under-
consumption; the process that the insufficient of investment demand
be determined by the insufficient of consumption demand. By the
support of credit such as buy or sell on credit, loan and circulate
necessary funds, the investment goods firms can create fictitious de-
mand even they find no market of their product, which would cover
up the underconsumption of the consumer goods. Simulated by fic-
titious consumption and investment demand, the firms of invest-
ment goods also expend their production when they should reduce
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