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Chinese Cultural Lineage and Innovative Development of the Financial
Power Concept

PEI Changhong™
a. Chinese Academy of Social Sciences, Beijing 100732, China

Abstract: The Chinese nation was among the earliest civilizations to utilize and comprehend currency. Through pro-
longed financial practices, it developed a splendid tradition of ancient financial thought that constitutes the historical and
cultural lineage for innovative practices in modern financial systems with Chinese characteristics. Ancient Chinese think-
ers primarily explored the relationship between currency and wealth, its connection with state power, the functions and
operational principles of currency, credit and lending relationships, as well as monetary fetishism and its critique. These
conceptual understandings emerged hundreds or even thousands of years earlier than in the West. With the invasion of
Western colonial forces in modern history, China’s traditional financial system underwent transformation towards moder-
nity, accompanied by transplanted changes in financial thought. However, owing to the New Democratic Revolution led
by the Communist Party of China, there emerged new democratic economic thought and theory, which preserved the in-
dependence and subjectivity of Chinese culture. The financial practices under the leadership of the Communist Party of
China, through the New Democratic Revolution, Socialist Revolution, and prolonged exploration in socialist moderniza-
tion construction, has forged a successful path integrating Marxist political economy with China’ s practical experiences
in new democratic economic construction and socialist economic development, while maintaining continuity with China’
s excellent traditional culture. This historical process has created essential preconditions and foundations for building a
modern financial system with Chinese characteristics and achieving the goal of establishing China as a financial power-
house.

Keywords: Financial Powerhouse; “Two Integrations”; Cultural Heritage and Development
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Capital Account Liberalization and Income Inequality: Evidence from
Cross-National and Industry-Level Analyses

LI Xichen® ZHANG Ming™ LI Xingshen™

a. School of Economics, Capital University of Economics and Business, Beijing 100070, China

b. Institute of Finance and Banking, Chinese Academy of Social Sciences, Beijing 100710, China
Abstract: This study investigates the impact of capital account liberalization on income inequality through a dual-
dimensional analysis at both country and industry levels, with a focus on the mechanisms of capital deepening and la-
bour substitution by capital. Using panel data from 140 countries between1981 and 2021, we find that capital account lib-
eralization significantly exacerbates income inequality, as measured by the Gini coefficient, with financial development
levels explaining cross-country heterogeneity in this effect. At the industry level, analysis of sectoral data from 29 econo-
mies between 1995 and 2021 reveals that liberalization reduces labour income shares in labour-intensive industries—par-
ticularly those with a higher proportion of low-skilled workers—while increasing labour income shares in capital-
intensive industries. Mechanistic evidence highlights two distinct pathways. First, in capital-intensive industries, liberal-
ization triggers a pronounced decline in capital prices, driving capital stock accumulation and output expansion, which
temporarily attracts labour inflows but ultimately consolidates sectoral dominance. Second, in industries with high labour
costs, liberalization accelerates the substitution of labour with industrial robots, fundamentally altering capital-labour

substitution dynamics. These findings underscore how sector-specific factor mobility and technological adaptation medi-
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