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ABSTRACT

ON PRICE MECHANISM

his book, starting out from the history and

the reality of the socialist economic system,
analyzes and dissects various kinds of price
mechanism in the public ownership economy,
and reveals their internal relationship and
the reasons for changes between them. This
is an attempt by the authors to explain
theoretically the model of socialist economic
movement from the angle of a regulation
system.

Traditional price theory has long been
ignored in analyzing research on the move-
ment of market and distribution of resources,
as focus of attention has only been on the
natural relationship of value and the for-
mation of price. Formation of costs ard
division of profits have always been the most



¢rucial problems to solve. Thus, the price
theory has served as a mere means of cal-
culation, and a supplementary tool in the
planned management. Theoretical research
has not yet touched upon such issues as the
movement of fixed price in actual economic
procedures, and its relationship with that
part of market economy which is not under
planning centrol.

The wave of economic system reforms
that has swept through the socialist countries
since 1960s has, without exception, raised
such questions as division of authority in
decision making, implementation of the mar-
ket mechanism, and improvement of vita-
lity in business operations. The organiza-
‘tional structure and the means of regulating
of the main traditional economic entity, have
irresistibly begun to change shape and dis-
integrate to form anew economic mechanism,
i.e, to take enterprises as the main independent
economic body, and the market as the ad-
justing pivot. Without doubt, this has pro-



claimed a significant change in the soci-
alist form of resource allocation, once again
making the structural functions and allocation
of resources important issues in economics
study. _

‘Because the socialist form of economics
has hither to been in constant reform arid
evolution, and, furthermore, as there exist
various kinds of microeconomic organizations
and markets in the modern-day economy, it
has become all the more important ‘and
urgent to make comparisons- and ‘analyses
between them.

On: the basis of broad absorption of
research results by economists - at home
and abroad, and by means of comparing
and, analyzing the socialist‘ economy, the
authors discuss a series of problems about
the mechanism of price movement in tra-
ditional and modern economic forms, so
that they have enriched the theoretical
contents in the socialist modél of a planned
commodity economy. Their research has*



gained progress in the following aspects:

1) Classification of various types of
prices, and systematic studies of their moving
principles along historical lines. According to
the structural functions of price and resource
allocation, the authors abandon the traditional
way of dividing price into planning price
and market price, and adopt the method of
dividing the market into a dominant pattern
and a high pressure pattern. They classify
planning price into the business accounting
model and the lever model. As to double
prices, they are divided into the mixed system
and double track system. Ail these are bene-
ficial to removing all kinds of parameter re-
gulation systems from the same systematic
model, and to examining different aspects of
resource allocation and efficiency.

2) Introduction of the structural factors
and adoption of an efficient standard of
resource allocation for evaluation of an
objective price mechanism to avoid diver-
sions likely to emerge owing to subjective



judgement. In this manner, they have, from
the aspects of objective functions of prices and
resource allocation efficiency, identified the
practical rules of planning and market, and
the relationship between them. The authors
point out the confrontation of the two at
the same decision level, illustrating that
actual socialist economy can only consider
the combined problem of planning and
market under a broader background.

3) Attempt at setting up a theoretical
model of a planning commodity economy
in accordance with the standards of structural
balance and economic efficiency. The me-
chanism of market price is the nucleus of
this model. By this principle, the authors
have pointed out the moving basis, purpose,
and principle of the model, and the objective
condition of the transformation of price me-
chanism.

The structure of this 10-chapter book
takes the practical function of price as a
clue. The first three chapters examine the



price mechanism of the market; the fourtt
and fifth chapters examine the planning pric
mechanism; The sixth and scventh chapter
examine the dual system price mechanism
and the last three chapters examine, from bot}
theoretical and practical aspects, the price
mechanism of a planning market.

The authors, Wan Jieqiu and Li Hui
zhong, graduated from the Economics De
partment of Fu Dan University and both
have got their Master degree in Economics.
Currently, Wan is a lecturer at the College
of Economics and Finance, Suzhou Uni-
versity. Li is working at the Department
of Economics, Fu Dan University.
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