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ABSTRACT

Since the reform and opening, China’s economy has achieved attract worldwide
attention. The economic continuous and rapid development, on one hand, has
continually improved the social productivity, integrated national power and the
people’s standard of living. On the other hand, the inherent stability and
coordination of the economic structure would also face a rigorous challenge. Many
problems affect the social and economic activities, such as the unreasonable
economic structures, the uncoordinated distributive relationship, the stressful
employment contradictory, the increasing pressures on resources condition and the
lower economic whole competition power. The theoretical field and government
department in China think highly of the problems and their effects more and more.
The book takes “Coordination” as masterstroke and discusses the monetary operation,
the funds operation and the economic operation and their mutual relationship.
Moreover, it attempts to emphasis the analysis of the three aspects’ coordination and
finds the scientific basis theoretically and useful experience for reference in order to
solve the problems existing in the economic operation currently in China.

We know that the monetary operation studies the relationship between money
supply and demand. That is the equilibrium and non-equilibrium between money
supply and money demand. Whether the monetary operation is coordinated or not
could be judged by the changes of the money value and price level. To study
monetary operation is to study the relationship between the quantity of the thrown
money and money demand caused by the commodity’s operation. Monetary operation
affects the demand for commodity. Funds operation studies the relationship between

the fund supply and demand, namely the equilibrium and non - equilibrium between
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them. Whether the funds operation is coordinated or not could be judged by whether
all kinds of factors of production are fully utilized. To study funds operation is to
study the transformation from total social savings to total social investments and the
funds forming mechanism. Funds operation affects the commodity supply. The
economic operation studies the relationship between total supply and total demand.
Whether the funds operation is coordinated or not could be judged by the indices
such as the price level, the economic growth rate and the employment rate. To study
economic operation is to study the relationship between economic growth rate and
economic structures. The relationship between monetary operation and funds
operation is in fact the one between commodity supply and commodity demand. The
coordination between monetary operation and funds operation must be achieved in
order to realize the equilibrium between commodity supply and demand. The
relationship between monetary operation and economic operation is in fact the one
between the commodity price and economic growth. The coordination between
monetary operation and economic operation must be assured in order to guarantee the
stability of commodity price and the economic development steadily. The relationship
between funds operation and economic operation is in fact the one between the
collocation of social resources and economic growth. The coordination between funds
operation and economic operation must be achieved in order to utilize the social
resources fully and promote economy to increase effectively. The relationship among
money, funds and economic operation are in fact the one between total social supply
and demand. The coordination among money, funds and economic operation must be
assured in order to achieve the equilibrium between total supply and demand.

Based on that, this book would embody the relationship among monetary
operation, funds operation and economic operation to the one between economic
growth and economic structure, money supply and demand, savings and investment,
fund supply and demand and the internal and external coordinated operation of
money, funds and economy. Accordingly, the whole book is divided into the
following seven chapters.

Chapter one, Introduction.

Chapter two, the theoretical premises on the coordinated operation among



money, funds and economy. Through reviewing the theories of classical economic
equilibrium and economic growth, development proportionally and macroeconomic
equilibrium and non-equilibrium, the book introduces and comments the theories
and viewpoints of the major schools and their reprehensive who have typically
significance and have done great contributions in the studies of the coordinated
operation among money, funds and economy. It reveals the basic laws of the
economic equilibrium and growth, the equilibrium of the money supply and demand,
the equilibrium of funds supply and demand and the coordinated operation among
money, funds and economy. The book takes it as the theoretical base for inspecting
issues.

Chapter three, economic growth and structure. Through seeing about the
economic growth and its weighing mechanism and the economic structure and its
reasonableness, based on revealing the essence and restrictive factors of the
economic growth, and the inherent conflicts of the economic structure and its
relationship with the economic fluctuation, the book gives a clear definition about
the reasonable area of the economic growth and the reasonableness of the economic
structural. Besides, combining the actual situations and periodical changing
characters of China’s economic growth and structure, the book clarifies the profound
meaning of the economic good and bad cycles and discusses the path from bad cycle
to good cycle for China’s economy. It also emphasizes the important conclusion that
the realized economic growth is reasonable and the economic good cycle could be
finally achieved only on the premise of the reasonable economic structure.

Chapter four, the equilibrium and non-equilibrium of money supply and
demand. This chapter stresses on the four issues. Firstly, the relationship between
money supply and demand and the economic operation. It mainly analyses the effects
of money supply and demand on the economic variables and its conductive process,
the elasticity of money supply and demand, the economic fluctuation periodically,
and defines the equilibrium and non-equilibrium of money supply and demand.
Secondly, is China’s money supply an exogenous variable or an endogenous

.variable? It mainly reveals its essence and clarifies the rightness of the viewpoint that

money supply is an endogenous variable according to the practices of some country.
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Thirdly, the quantity of money demand and its determination. Grasping the
relationship between money supply and demand from the quantities point of view
would explore a new path for the transformation of money supply and demand from
non-equilibrium to equilibrium. Fourthly, the transformation of China’s money
supply and demand from non-equilibrium to equilibrium. Through historically
reviewing the conditions of China’s money supply and demand and analyzing the
relativity between the money supply period and the economic growth period, the
book affirms the realistic meaning and maneuverability of the rule of “single money
supply” that is to achieve the equilibrium of money supply and demand.

Chapter five, the transformation from savings to investment and its
transformative mechanism. The money’s effects on economic activities mostly
embodies its efficiencies when money acts as medium of exchange, standard of
value, store of value and standard of deferred payment. To be exact, money couldn’t
enter into the process of production directly and moreover the value’s appreciation
would be realized. In deed, it is the funds that can do them. That is to say, there
is a transformation between money and funds. And during the transformation from
money to funds, it is vital to transform from savings to investment. Therefore, it is
unimaginable not to study the transformation from savings to investment on studying
the coordinated operation among money, funds and economy. This chapter
emphasizes on the five issues. Firstly, the relationship between the transformation
from savings to investment and the funds’ formation. Its purpose is to reveal the
formation way of the funds and how to improve its efficiency of utilization. Secondly,
the analysis of the supply behavior of the transformation from savings to investment.
It mostly analyzes the savings’ behaviors of the government, enterprises and residents
and their economic effects. Thirdly, the analysis of the demand behavior of the
transformation from savings to investment. It stresses on discussing the enterprise’s
choices of the financing structures and forms on the premise of pursuing the
maximum profit, through analyzing the basic features of each social financial entity.
Fourthly, it clearly points out the kinds of transformation mechanism from savings to
investment and its retrictive factors. Finally, it emphases the importance and

realizing path of the transformation mechanism in our country that is changed from



combining bank with capital market to the market leading, through analyzing the
mechanism and its practice in China.

Chapter six, funds supply and demand and total outputs. All countries’
practices indicate that funds are the first cause and continuous impetus of economic
development. The economics field has also such statement. If the social reproduction
is assimilated to the zoetic organism, funds are corresponded to the blood of the
organism. If the social reproduction is assimilated to the non-zoetic machine, funds
are corresponded to the lubricating oil of the machine. Hence, from some point of
view, the effects of funds supply and demand on the total social supply and demand
are much more prominent. As a result it is much more important to study funds
supply and demand. This chapter mainly discusses the following four issues. First of
all, the relationship between funds supply and demand and total social supply and
demand. It emphasizes that the keystone of studying the funds supply and demand is
the funds demand, because the relationship between funds demand and GDP is even
closer. Next, the equilibrium and non-equilibrium of funds supply and demand.
This chapter stresses on studying the inherent relationship and coordinated operation
mechanism between fiscal funds and financial funds, through the equilibrium.and
non-equilibrium analysis of their operation systems. Thirdly, the relationship
between investment and total social output. This chapter emphasizes on the
importance of increasing the funds’ benefits of utilization caused by increasing the
rates of output and input and strengthening investment raising mechanism, through
analyzing the demand and supply effects of investment and the proportion and control
of the growth ratio between investment and economic. Fourthly, the demonstrative
analysis of the relationship between China’s investment and economic growth. On the
base of analyzing the periodicity and relativity of the relationship between China’s
investment and economic growth, this chapter points out that the imbalance of
consumption and investment is the important reason for the disproportion of the
China’s investment growth rate and economic growth rate. It also claims that
coordinating the relationship between consumption and investment is acted as the
core of coordinating the relationship between investment growth rate and economic

growth rate.
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Chapter seven, the internal and external coordinated operation among money,
funds and economy. Economic globalization and the closer integration of the world’s
economies have become the main trend of the current world’s economic development.
Under this trend, any country can’t develop independently exceeding other countries’
effects. As well as any country’s economy can’t realize the coordinated operation of
the whole economy without considering the background and circumstance of
international economy. Therefore, we must consider the factors of the foreign
economic come-and-go and their effects on China’s economic activities on studying
the issue. Firstly, this chapter analyzes the international trade’s effects on the
national money operation and how to maintain the equilibrium of the money supply
and demand. Secondly, it analyzes the international capital flow’s effects on the
national funds operation and how to maintain the equilibrium of funds supply and
demand. Thirdly, it makes further research and discussion about the path, measure
and means of the coordinated operations among money, funds and economy on the
condition of the opening economy. It fully argues the significance and operation
arrangement of various policy instruments mutual coordination. Finally, though
reviewing the history and evaluating the actuality of China’s economic opening and
on the basis of analyzing particularly the positive and negative effects on China’s

economic coordination caused by the increasing foreign trade’s dependence degree
y g gn p gr

™year after year, the continual increasing foreign exchange reserve and the introducing

foreign capital by foreign direct investment, this chapter discusses the issue of the
strategic choice about the internal and external coordinated operation among China’s
money , funds and economy currently. In order to realize it, the book deals with the
issue from the four aspects: adjusting trade strategy, improving the structure of
balance of payments, reforming the exchange rate system, promoting the
coordination between the local currency policy and foreign currency policy;
introducing foreign capital reasonably, promoting the international competitive power
of national industry; promoting the capital output, greatly encouraging Chinese
enterprises to invest abroad directly.

The book is guided by the basic theories and analytical methods of Marxism,

and reasonably uses the western economists’ relative theories about the coordinated



