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The Foundation of Macroeconomic Analysis and the Operation of
Present Macro Economy in China

LIU Xin
(Nankai Institute of Economics, Tianjin 300071, China)

Abstract: Since 1998, China’s long-term economic growth has presented a decreasing tendency;
unemployment has increased; price index has fallen down. All these phenomena show that China’s
economy has the problem of insufficient domestic demand. According to macroeconomic theory of
mainstream economics, numbers of measures should be taken to stimulate the domestic demand. In
fact, however, these measures haven'’t solved the problem. The purpose of the article is to build a
macroeconomic model that is different from the mainstream economics and to provide a new
explanation for the problems of effective demand, income distribution and economic growth. This model
is built on the basis of cost-income calculation of money whose aim is to obtain profit. The foundation of
money comes from the system of endogenetic monetary supply.

Key Words: capital stock; income flow; endogenetic monetary supply
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