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Abstract

Similar policy propositions sre generally based on more or less the same theo-
retienl stands whereas different ones stem from differing theoretical persuations.
[he obvious divergent monctary policy: recommendations betweem ] . M. Kevnes
and M. Fricdman. according 1o the arguments in this book . have their origin in
their formulations of consumption functions.

The author atternpt to trace the variance between Keynes and Friedman in
their formulation of consumption function and how it leads logically to their diver-
gence in monetary policy . It is pointed out that while Keynes imparts a discre-
tionary role to monetary volicy and subordinates it o the fiscal policy. Friedman
comes to his conclusion that “only money matters” and therefore clerates the con-
trol of quantity of moncy to the status of law. Inquiries into consumption cffects of
monetary policy are brought about to validify the arguments in each case.

The above analysis has actually been applied to China and given rise to the
dichotomy of policy measares in urban and rural areas according to their different
consumption patterns since 1978, Empirical evidence from practice has offered

strong support to this policy recommendation.
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