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PROLOGUE

a

The theory of government intervention is an important part of
the theory of socialist market economy. Modern market econon;_y is
not absolutely free. Meanwhile the basic functions of the “invisible
hand”of market machenism in allocating resources take full effect,
the functions of the “visible hand” of government intervention
should takeauxiliary effect. In order to enable the “visible hand” to
adjust, control and intervene more effectively while not hindering the
movement of the market machenism and the vitality of the firms, the
theory of government intervention should be studied systematically.
Judging from the present situation of the study of economic theory,
some basic theory and practice of government intervention should be
studied much more thoroughly and deeply. Problems to be studied
include: What are the functions of the government and how we can
define the reasonable sphere of government intervention; What are
the basic factors which allow government policies to take effects How
can the goal ,the means and the technics of macro — economic con-
trol, as the main content of government intervention, be grasped
properlys Why the scale of the government keeps on increasing

though we have been emphasizing on decreasing the scale of the gov-
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emment and what are the variables which determine the scale of the
government s What are the bad effects of an excessively large govern-
ment and how the scale of the government be decreased effectively ;
The provision of public goods is a basic function of the government ,
but how can the proper scale of the production of public goods be de-
termined , how can the market and private forces be introduced in the
scope of public goods and co — ordinate with the government,ect. A
careful and effective analysis of these problems will do yood for the
coversion of the functions of our government and the construction of
socialist market economic machenism.

Dr.Hu Jiayong has devoted himself in studying the theory of
government intervention for the past years and has made some influ-
ential research achievements, part of which were published in maga-
zines like ECONOMIC RESEARCH JOURNAL. And now this book
entitled STUDIES IN THE THEORY OF GOVERNMENT IN-
TERVENTION has come out. The book explores the problems men-
tioned above rather systematically. This is commendable. There are
many original ideas in the book. Different from the past, the book
classified the evolution of west economics into three stages according
to the knowledge of western economists of the functions of govern-
ment and market. This idea is enlightening and it is the creative as-
pect of the author’s theory. The author holds that the scope for gov-
ernment intervention should be defined three times, which offers a
new train of thoughts for defining the functions of the government
properly. The writer thinks that the steady increase of our govern-
ment scale is due to three basic factors——the increase of the
amoumt of resources which the government actually controls, the co

— existence of a double government organizations during the transi-
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tion period and the professional interests of the government staff.
Based on this analysis, the book suggests the fundamental measures
to be taken to decrease the scale of the government and it can be re-
ferred to in actual practice. Besides, the author also analyzed the
problems of the production of public goods which is involved with
government functions and has presented his original and unique
opinion on problems concerning the proper scale of public goods pro-
duction, the way to introduce the market machenism into the field of
public goods and others.

In short ,the book is an academic success, rich in content and
creative. Yet it is not flawless since some of the author’s opinions
need to be further studied and discussed. Nonetheless the author’s a-
cademic achievement should be fully acknowledged. I would like to
take this opportunity to recommend this book to the accademic
circle. I also hope that Dr. Hu Jiayong will go further afar on the

road of economics reseach and will make more achievements.

Zhang Zhuoyuan
Beijing October 1996
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