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SUBSTANCE AND REGULATION
OF PUBLIC FINANCE
(ABSTRACT)

The first half of this book develops discussion for the
substance of public finance based on : (1) historical review for
theories of substance of public finance and (2)summing-up and
analyses for “state distribution”school’s fundamental points and
interrogatory challenges to this school’s theory,putting forward
the following arguments.

1. There can be two interpretations for so-called *public
finance” on broad and narrow sense respectively. Speaking on
phenomena, public finance on broad sense is for financing
activities subjected by social authority centers at different stages
of development of human society,including the primitive public
finance before emergence of state,the state public finance after
emergence of state, and the public center’ s finance after the
withering-away of state in future;public finance on narrow sense
is for financing activities subjected by social authority center at a
specific stage of development of human society ———we are now at
the stage which the state takes the position of social authority
center, so that ordinarily so-called public finance today is the
state finance,or finance of governments at different levels of the
state.

2. Primitive finance is financing activities subjected by social
authority center of primitive clans, tribes,alliance of tribes,and

agriculture communes. The economic basic precondition of it is
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the emergence of surplus product,the political basic precondition
of it is the emergence of social authority center. The economic
one is in first order,the political second.

3. Along with primitive commune evolved into slave state,
primitive public finance evolved into state public finance, and
within this transition, public finance provided important
economic conditions for the formation and stabilization of the
state.

4. State public finance evolved through three exploitative-
class governed state finances of slavery,feudalism and capitalism
in turn. Its external forms, specific revenue-expenditure
measures, management systems and patterns underwent many
changes, but all these were instruments handled by exploitative
class state and determined by the dominative production relation
at that era,with some functions to meet social public needs while
to meet the needs of exploitative class domination first.

5. Socialism will, by its internal logic, lead to non-class
society and the withering-away of state, so that, although
socialist state public finance inevitably put the accomplishment of
socialist state function and historical mission of people’s
democratic dictatorship first while implementing social public
function to meet “common meeds”, the state oeeds and common
needs will remove conflicting elements gradually and join into
one finally.

6. Summarized at phenomenon level, public finance is
financing activities with centralizing characteristic subjected by
social authority center, putting a part of social gross product
(mainly surplus product)as object. In sense of economics,this is
that social authority center take part in resource allocation by its
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activities. State public finance at contemporary world, is
principally a sort of centralizing and state-regime-subjected raise
and expense of a part of monetary funds standing for a ratio of
social gross product and national income, mainly surplus
product.

7. The substance of public finance is a sort of distribution
relation as a objective economic category and with centralizing
characteristics,,and a part of social production relation on broad
sense determined by social productive power and ownership of
productive material.

The substance of state public finance is a specialization and
concrete of the substance of “general public finance”in class
society,i. e. a sort of distribution with centralizing characteristic
subjected by state.

The substance of socialist public finance is a specialization
and concrete of the substance of state public finance at the
historical stage after the establishment of socialist public
ownership and before the withering-away of state, i. e. the
distribution relation based on dominatative production relation of
socialist public ownership, subjected by state regime of the
people’s democratic dictatorship, and taking a part of social
surplus product of the gross product as object and in value form
mainly.

8. In the final analysis, root distribution relation of public
finance determines derivative distribution means of public
finance. At the will of distribution subject of state public finance,
distribution and regulation is completely for consolidating and
maintaining its political domination and economic basis, but in

fact, the regulation may or may not obtain what the subject
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desires the key is whether or not the subject submits to the

requirement of objective rules of productive power, production

relation and distribution relation.

The second half of this book discuss the function,role and
regulation of state public finance further, putting forward the
following main points

1. The basic one of function and role of state public finance
is distribution. Allocation, adjustment and supervision functions
derive from the distribution function. Consequences of realization
of the function is the role of public finance,or fiscal regulation on
concept.

2. The function of government and Public finance can be
divided into two aspects of general character and individual
character. The general character includes performance of state
machine,law and policy system,and public goods &. service. The
individual character depends on elements of specific historical
tradition, country conditions, development stage,system model,
and so on.

3. Decided by the historical conditions in elementary stage of
socialism, the position of large developing country with low
productivity, and the strategic target of modernization through
transition from planning economy to market economy, the
function of government and public finance in China at present
stage has some special missions or contents which need to be
strengthened ;

—— To serve for the economic basis of socialism at
elementary stage by maintaining the public ownership as the
leading body.
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—— To implement proper and robust industrial policies of
the state and organize the key construction projects.

—— To form Proper and robust government capacity of
adjusting and controlling gaps among different areas,between the
urban and the rural,and within income distribution of residents,
promoting and maintaining the process of “common prosperity”
with the earlier rich people helping the later to catch up.

—— To carry out the reform of government and public
finance system and promote the related reforms in every aspects,
for serving the “two transforms”of transition from Planning
economy to market economy and from extensive economy to
intensive economy in general coordination.

4. It 1s necessary to arrange correct sequence of public
finance distribution in China, putting the general character first
and individual character second, and rectifying the mis-location
and insufficiency concerning the scope of function of government
and public finance, as well as transforming some forms of the
function’s realization.

5. “Revenue should be schemed according on expenditure
requirement ” and “expenditure must be kept with the limits of
revenue ” are two fiscal balance theorems at different levels.
Speaking from the logical origin point, the starting principle of
government financing on revenueexpenditure scale should be the
former, i. e. , to take the clear defining of proper government
function and necessary expenditure tasks as the precondition of
fiscal design for funds raising framework, and to arrange the
revenue scope according to it; then, at the level of routine
performance and arrangement of concrete programs, especially

within the scope for individual function of public finance, the
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principle should be the later.

6. The roles based on the functions of public fnance in China

can be summed up, through comprehensive analyses, as the

following

(1)To promote economic growth;

(2)To optimize Economic structure;

(3) To help anti-businesscycle performance and maintain
economic stability ;

(4)To implement income redistribution and maintain social
stability;

(5)To support social welfare,public facilities and sustaina-
ble development;

(6)To supervise and mormalize economic activities;

(7)To ensure the regular maintenance and operation of the
regime.

7. Based on a detailed re-consideration for fiscal balance
policy in contemporary China, it is necessary to suit the
important changes and put the fiscal revenue-expenditure into
the overall arrangement of the balance of aggregate supply and
demand,shifting from the principle of fiscal annual balance into
the principle of elastic control aimed at strengthening anti-
business-cycle operation.

8. In socialist marke economy, it is necessary for the fiscal
regulation to take the taxseparation-based level-to-level public
finance system as the institution holder. The reform of this in
recent years in China has made important progress,but there are
some remained problems to be solved.

9. The coordination between fiscal policies and monetary

policies is a very important content of macro-economic regulation
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