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Sustainable development economics is treated as an autonomous category, which can be ascribed to
basically any process or phenomenon. However, in current research there is a lack of studies pertaining
to fiscal issues of sustainable development. The main aim of this article is an attempt to determine
the financial aspect of sustainable development. The main thesis of the article is an assumption that the
balancing of the development is subjected to the income-expenditure identity, in particular the investment-
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Jozefa Famielec

1. Introduction

Finance finds its development in the economy, in the financial policy
of economic operators and in the financial policy of the state. It forms the
financial system of the economy, which consists of a set of components that
are appropriately selected and linked to pursue the basic objective, i.e. the
macroeconomic equilibrium. The primary function of the financial system
should be to convert household savings into investments. The purpose of
the paper is to determine the financial aspect of sustainable development.
The thesis of the paper assumes that the equilibrating of the development
can be described by means of the macroeconomic model of market balance,
in particular the income-expenditure identity. The identity of investments
and savings as well as money liquidity were recognised. as the financial
criterion of balancing the development of the economy in the long run.
In ex ante development modelling, it was proposed to estimate demand
for cash — means of payment necessary to support development activi-
ties — as demand for money, and to equilibrate this demand with supply.
The main possibilities of gaining such resources (supply) were identified
in the institutional and instrumental perspectives. The role of the state
in balancing development is to be reduced to the creation of legal and
organisational conditions for the efficient operation of the financial system
of the economy.

2. Sustainable Development as a Holistic Category

Economic science and practice are seeking a model of socio-economic
development. One of its new aspects concerns the stability (constancy) of
the growth rate, which is equivalent to its evenness. It requires fulfilling
many conditions, with the most important being the equilibrium and the
resulting sustainability construed in the dynamics of real (economic) pro-
cesses as a growth at a constant rate of the GDP and its factors (Wozniak,
2008, p. 49).

Development as an equilibrating process should be treated holistically.
It is worth agreeing with Sadowski (2004, p. 9) that the concept of durable
development (often equated with the category of sustainable development)
means “the idea of striving to provide the world with such calm forms of
management that would bring about a real, gradual improvement of the
conditions and quality of life around the world.” Coined years ago, this
term is now taking on special significance because it makes us realise that
it is about an idea, behaviour, observance of the principles of civilisation
development of society in the actions of governments, consumers, produc-
ers (and it is not only about the subject, condition, matter or well-being),
ensuring peace in management (not chaos, crises, turbulence), aiming at an
actual (real) improvement in the quality of life and — quite importantly — all

56 DOI 10.7172/1644-9584.75.3



Sustainable Development as Equilibrium Between Investments and Savings...

over the world. The efforts made (or forced) to balance social, economic
and environmental orders in certain regions, only by richer countries, in
the pursuit of ill-conceived efficiency and competitiveness as well as wicked
profits, turn out to counter these ideas.

The current phase of the world’s development entails the clashing of
two tendencies (sometimes treated as contradictory): the self-destructive
one — the concept of Meadows, and the self-regulatory one — the concept of
Kahn (Sadowski, 2004, p. 11). Self-destruction is the accumulation of threats
that began with the industrial expansion, excessive consumption, wastage of
natural resources, rapidly growing population in less developed countries,
irrational land use (desertification), cutting down tropical forests, etc. The
self-regulatory tendency involves launching an effective market mechanism,
including the use of pricing competition in the market, investments in sub-
stitutes, new technologies, recycling processes, the use of knowledge in
the development of the economy. Yet, two differing ways of reasoning are
confronted here too. One way of thinking assumes that the ability of the
market economy to self-adjustments will grow, that the rate of natural
increase will go down with the rise in affluence, and thus the pressure on
the growth in the consumption of natural resources will ease. Consequently,
over the long term, nothing should limit the developmental expansion of
the human race, and the durable development will continue on its own.
The second thesis implies that civilisation threats, including an uncontrolled
population growth and the loss of the environment’s ability to cater for the
production and consumption of essential ecosystem services, are a fact and
there is no indication that they will be lifted in the near future.

Furthermore, the unprecedented development of financial markets in
the global economy is considered a special factor in the intensification of
self-destructive civilisation threatsl. The turnover on financial markets is
many times higher than the value of assets — real factors of production
(GDP growth). Real processes lose the chance to multiply capitals, which
can be increased much faster on the financial markets with the help of
toxic financial engineering instruments.

Not unexpectedly, there is a prevailing conviction among scientists and
politicians that adaptation processes are needed to limit the self-destructive
tendencies, where the theory of finance, especially its stabilisation function,
can be used (Ziotkowska, 2014). Self-regulatory tendencies are delayed in
their operation because scientific and technical progress works better in
a slowly growing economy. Meanwhile, the race for the highest rate of
the GDP growth is underway — in every socio-economic system, at the
expense of often poor countries, their resources and landscape which is
being turned into a waste bin.

Definitions of sustainable development are based on the so-called UN
standard of sustainable development society from 1975. The sustainable
development society was defined as a “society that accepts the primacy
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of ecological requirements which may not be disturbed by civilizational
progress or a cultural and economic growth, a society capable of control-
ling its own development in order to maintain homeostasis and symbiosis
with nature, that is to say, a society which respects economical production
and consumption as well as the use of waste, a society which thinks about
future consequences of undertaken actions, thus taking care of the needs
and health of future generations.”

According to the Brundtland Commission, “sustainable development
is development that meets the needs of the present generation without
compromising the ability of future generations to meet their own needs”
(World Commission on Environment and Development, 1987). A strong
and a weak concept of sustainability are distinguished, i.e., on the one hand,
the preservation of the volume of natural, economic and social capitals and,
on the other hand, allowing for substitution — replacing one capital with
others (Burchard-Dziubinska, 2015, pp. 338-339).

Sustainable development is usually translated into Polish as rozwdj
zrownowazony, and sustainability is the equivalent of trwafosc rozwoju?. Some
economists recommend using rozwdj trwaly (durable development) instead of
rozwdj zrownowazony (sustainable development), and even consider it more
appropriate than the first term. From the methodological point of view,
zrownowazenie (sustainability) and rwalos¢ (durability) are complementary
but different from each other.

Theoretical works on ecological economics (Rogall, 2010) emphasise
an interesting principle and feature of development — justice, which goes
beyond the solely environmental references to sustainability.

Sustainable development and durable development require a measure of
well-being now and in the future. This measure is most frequently reduced
to a combination of the GDP per capita, taking into account the Gini coef-
ficient of income inequality. The report of the international Commission on
the Measurement of Economic Performance and Social Progress (CMEPSP)
formulated the following conclusion from studies to evaluate the relevance
of the GDP in measuring well-being, including sustainable development:
“Since the Brundtland Report, the notion of sustainable development has
expanded to become an all-encompassing concept that absorbs every dimen-
sion of present and future economic, social and environmental well-being”
(Stiglitz, Sen, & Fitoussi, 2013, p. 115). One of the most important areas
of the Commission’s work was durability in sustainable development. The
authors of the report describe durability as follows: “assuming we have
been able to assess what is the current level of well-being, the question is
whether the continuation of present trends does or does not allow it to
be maintained” (Stiglitz, Sen, & Fitoussi, 2013, p. 115). The GDP allows
for determining how much can be consumed annually without harming the
environment but does not permit us to specify whether we are on the path
of sustainable growth.
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In the theory of economics, sustainability/durability has its origin in the
definition of equilibrium taken from classical mechanics and is developed
in the theory of economic growth. With regard to economic processes,
Walras’s concept of static equilibrium has been adopted, which assumes the
alignment of the demand price and the supply price, that is the equality
of demand and supply (Wozniak, 2008, p. 32). This concept assumes the
existence of factors (forces) affecting prices and the volume of demand
and supply, such as: population growth, human needs, knowledge and the
resulting increase in labour productivity, as well as other factors that stimu-
late production — wars, climate change, changes in economic legislation.
These forces inflict shocks on the demand and supply sides and throw the
economy off the static equilibrium. According to the proponents of this
concept, authors and supporters of economic growth models (e.g. Solow), as
a consequence of these forces there is a certain path of production growth
(economic growth) which is characterised by Walrasian features that ensure
a balance whereby production fluctuates around the demand and supply
equilibrium. “In practice, only in this sense can balance be a property of
systems subject to development” (Wozniak, 2008, pp. 32-33). With regard
to such a balance then the discourse is geared towards durability of devel-
opment. R. M. Solow (Solow, 1994, p. 45) and T. W. Swan (Swan, 1956,
pp- 334-361) attempted to identify and quantify the sources of economic
growth by means of Cobb-Douglas production function.

Various economic theories describe the sources and mechanisms of eco-
nomic growth. R. M. Solow distinguishes three research trends related to:
— the impact of Keynesian theory of economic growth, which was initiated

in particular by the works of F. R. Harrod (Harrod, 1939),

— the emergence and development of neoclassical models, especially
of R. M. Solow and T. Swan, but also G. T. Mankiw, D. Romer and
D. N. Weil (Mankiw, Romer, & Weil, 1992, pp. 407-437),

— the appearance and impact of the endogenous growth theory and models
of P. Romer (Romer, 1986, pp. 1002-1037) and R. Lucas (Lucas, 1988,
pp. 3-42).

From the point of view of sustainable development, two aspects are
particularly important in the discussion on economic growth models: the
method of restoring balance and the possibility of expanding these models
to cover factors of significance for the sustainability of growth. Accord-
ing to the classical model, the balance is provided by the mechanism of
flexible prices, referring to the theory of money and Say’s law of markets
(Skousen, 2011, p. 14 and further). They show the ability of an economy
characterised by adjustment reactions to automatically reach equilibrium
at the level of full employment. Price flexibility is a sufficient condition for
the actual rate of economic growth to fluctuate around the path of sustain-
able growth. Interference from outside the market — interference of the
state — is not necessary and may be limited solely to the regulation and
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elimination of sources of limitations to the adjustment processes. In the
Keynesian model, the equilibrium is achieved through changes in the level
of income, followed by modifications in the level of demand, because in
this model prices are sticky, i.e. they cannot decline in short periods. It is,
therefore, a quantitative adjustment model in which external interference is
necessary and should involve the stimulation of demand. In the Keynesian
economy, economic growth is inherently unsustainable as adjustments of
planned investments and savings result from the decisions of bodies with
diverse preferences. The economy is thus a matter of chance, and its market
equilibriums (demand, supply and price) do not guarantee full utilisation
of production capacities and economic growth.

While synthesising the Keynesian model with the achievements of classi-
cal economics, J. R. Hicks carried out an analysis of the general equilibrium
at the level of the optimal choice of income and interest rate (Wozniak,
2008, p. 33). He formulated the conditions of equilibrium in the com-
modity market, whereby the sum of savings and taxes is equal to the sum
of investments and government expenditure. According to Hick’s analysis,
equilibrium occurs in the money market when the demand for money equals
the exogenous supply of money. The equilibrium in both markets occurs
at the point of intersection of the “investment-saving” (I-S) identity and
“money demand-supply” (L-M) curves, discussed further in the study. The
equilibrium in the money market is necessary so that there is a balance in
the commodity market. The equilibrium can be easily achieved by eliminat-
ing rigid wages, prices and interest rates.

The theoretical equilibrium patterns proposed by the neoclassical eco-
nomics and their empirical counterparts were not related, which led to
attempts to look for new equilibrium models. Economic phenomena and
processes are stochastic, while the neoclassical economics formulates the
equilibrium criterion of a deterministic nature, thus simplifying excessively
the essence of the equilibrium mechanism. In the theory of systems dynam-
ics, the concept of “normal state” or “normal path” was introduced as the
initial conditions around which the system must fluctuate if it is to meet
the conditions of equilibrium. If such a standard (pattern) were formulated,
it would be a solution to many problems posed for the theory of sustain-
able development. Kornai (1985) used such a standard in relation to the
centrally planned economy. In the study of economic systems, he adopts
a “normal state of equilibrium” of which the Walrasian condition is a spe-
cial case. It suggests a link with experimentally established tendencies to
treat development processes as contradictory to the models of sustainable
growth postulated by the classical economy. The shortage economy assumes
the existence of only unsustainable systems that encounter limitations from
the demand or supply side. Demand-side constraints are characteristic of
the market economy, and limitations on supply (resource) are a feature
of state-controlled systems (Wozniak, 2008, p. 35). As a result of demand-
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side constraints in the market economy the producer and the seller are
forced to look for buyers through various organisational and production
undertakings. Non-sustainable growth in these conditions has such negative
effects as: unemployment, violation of consumer sovereignty and impos-
ing a materialistic lifestyle, dehumanisation of social relations, depletion
of natural resources, growing ecological threat. Non-sustainable growth in
the economy managed by the state reduces the efficiency of production
and consumption, quality of life and economic development. The buyer
becomes a petitioner forced to make a considerable organisational effort to
obtain the necessary goods and access to services. Shortages impel to violate
the principles of social coexistence, generate social frustration, numerous
conflicts, and distort income allocations.

3. Identity of Investments and Savings in the Macroeconomic
Market Equilibrium Model

The macroeconomic model of market economy presents the behaviour of
the consumer, investor, public and foreign sectors on the demand side and
the behaviour of corporations on the supply side on the market along with
interactions between them in market processes. According to the classical
theory, supply is determined by the economic potential of the economy,
by its resources of material and human factors of production. However, it
does not depend on global demand. A decline in global demand does not
trigger off a drop in supply but only a fall in prices and wages (as being
infinitely flexible). A decrease in producer prices will prompt a fall in cost
of living, so real wages remain unchanged and the economic potential of
the economy is utilised.

Keynes questioned the thesis of the classical school of economics and
showed that prices and wages are rigid over short periods, which means
that supply must adapt to reduced demand, as a result of which the GNP
goes down because some factors of production remain unused.

Currently, most economic theorists and practitioners share the view that
prices and wages are fixed over short periods, and therefore, the application
of fiscal and monetary policy instruments is recommended to fully utilise
factors of production and stimulate global demand.

The fiscal and monetary policy should be subject to permanent rules
and should not rely on arbitrary decisions made ad hoc. It seems that the
paradigm of sustainable development may constitute such a principle. Strong
and sustained economic growth is indispensable to raise real income for
citizens. The state has obligations towards the next generations — preserve
resources and develop capacities, including social capital. It is crucial in this
field to ensure full employment, use of material factors of production, save
natural resources and exercise control over inflation. Such goals may be
supported by the effective implementation of the stabilisation function of

Problemy Zarzgdzania — Management Issues vol. 16, no. 3(75) part 1, 2018 61



Jozefa Famielec

finance, in line with the macroeconomic model of market economy already
developed and known in the theory of finance.

As stated hereinabove, the macroeconomic model of market economy
consists of two functions: the IS (Investment-Saving) identity and the LM
(Liquidity-Money) function. These functions were introduced into economics
by the British economist J. R. Hicks. The IS-LM model allows for analys-
ing the influence of exogenous variables, i.e. the variables of the economic
policy (government expenditure, changes in money supply) on endogenous
variables, such as production, employment, market interest rates (Rosati,
2017, p. 134 and further).

The IS-LM model is derived from the financial income/expenditure
identity, in accordance with the equation:

Y=C+I+G+2Z (1)

where:

Y - sales revenue equal to the value of gross national product GNP (gross
domestic product and net exports) in current prices,

C - consumption expenditure in the private sector,

I — investment expenditure,

G - public expenditure on the purchase of goods and services,

Z — net exports (surplus of exports over imports expressed in the national
currency).

The income-expenditure identity is objective; it is always preserved ex
post and implies that the basic manifestation of development, i.e. the GNP
growth, takes place in real sphere corporations and means the equilibrium
between sales revenue (equivalent revenue) and consumption expenditure
of the household sector, investment expenditure and public expenditure on
the purchase of goods and services. The value of the GNP is not created
by the banking & capital sector, whose function is to transform savings
into investments. Nor is the GNP generated by fiscal transfers, including
public aid, which are the tools of the allocation and distribution functions
of finance.

The most important financial (monetary) condition of the income-
expenditure identity is compliance — equilibrium between the stream of
savings and the stream of investment outlays. This equilibrium applies to
a longer period (at least a business cycle), taking into account the tem-
porary share of public transfers and credit money in incurring investment
expenditure. Ultimately, credits and loans should be repaid and a part of
the equivalent revenue of corporations and households should be allocated
for transfers (which reduces the disposable income of these sectors and
the ability to deposit savings in the banking & finance sector, channelled
to finance investments).

62 DOI 10.7172/1644-9584.75.3



Sustainable Development as Equilibrium Between Investments and Savings...

Savings can be generated by: the private sector (Sc), the public sector
(Sg) and the foreign sector (Sz), which can be described by the following
dependencies:

Sc=Y+ (F+N-T)-C (2)
Sg=(T-F-N)-G (3)
Sz=-7 (4)

where:

F - transfers of the public sector to the private sector (wages of persons
employed in the public sector, benefits, grants, subsidies, including state
aid for entrepreneurs, households),

N - interest paid by the public sector on public debt — in the form of
interest on government bonds and treasury securities),

T - taxes and other cash benefits (fees, social security contributions, etc.)
paid by the private sector to the public sector,

other designations — as in formula (1).

The conditions for the preservation of the saving-investment identity/
equilibrium ex ante can be described by adding to the income-expenditure
equation (1): the consumption function (C), the investment function (I)
and the net exports function (Z), which are expressed by the following
relationships:

C =a+ bY(l-t) Q)
I=e-dR (6)
Z = g-mY - nR (7)

where:

a — constant volume of consumption,

b — marginal propensity to consume (a proportion of disposable income
earmarked for consumption),

t — the rate of net burdens of the private sector towards the public sector,

e — constant investment rate (independent of other conditions),

d — coefficient of sensitivity of investment expenditure to interest rate,

R - interest rate,

g — constant volume of exports (independent of changes in income and
interest rate changes),

m — propensity to import (volume of imports per unit of income),

n — coefficient of sensitivity of exports and imports to interest rate in the
country.
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The function of investment demand in a market economy is a deriva-
tive of not only disposable income of each sector, but is also a derivative
of the basic monetary policy tool, i.e. the interest rate, according to the
following relationship:

i=e—dr (8)

and n
=Y (e—dr)Dn 9)

where:

i — investment rate (share of investments in disposable income),

r — interest rate on the financial market (cost of own or foreign capital
involvement),

Dn - disposable income of individual sectors of the economy.

The coefficient of sensitivity of investment expenditure to interest rate
is generally negative, which means that an increase in interest (costs of
capital involvement in investment activities) reduces propensity to invest.
This eliminates some of the projects that at a lower interest rate would be
profitable for investors who await the expected rate of return (profitability)
of capital employed.

4. Demand for Money and Sources of Its Acquisition
in the Financial System

Finance is defined as the total of economic phenomena regarding the
collection and distribution/disbursement of financial resources, both by pub-
lic and private bodies, including consumers (Fedorowicz, 1995, p. 7). The
term finance is considered to be synonymous with the category “financial
resources”3. Z. Fedorowicz (2007, p. 15) defines finance as “those financial
phenomena that are associated with creating and moving real financial
resources or with incurring liabilities to mobilise financial resources in the
future.” S. Owsiak (2017, p. 477) emphasises: “An important practical goal
of the science of finance is to create scientific premises for changes in the
financial sphere of the economy so that they would foster the achievement
of the basic goal of management — better satisfaction of human needs.”

The finance category concerns the movement of money, and this move-
ment takes the form of diverse financial phenomena. In terms of economic
units, the following categories are distinguished (Fedorowicz, 1995, p. 12
and further):

— corporate finance,

— population (household) finance,

— public finance,

— finance of banks and various credit institutions,
— insurance finance.
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The subject (type) criterion allows for distinguishing groups of cash
flows, which include:
— equivalent (market) revenue and expenditure,
— redistribution revenue and expenditure (transfers),
— monetary credit revenue and expenditure.

The relation between the body-based and the subject-based approach
to finance is presented in Table 1.

Bodies/sectors of finance Types/subject of financial flows
Corporate finance Revenue from labour and sale of products
Household finance (equivalent revenue, source of savings and

investments, channelled to the banking sector)

Public finance Transfers (non-equivalent, unilateral benefits)
Finance of banks, credit and Credit and insurance revenue and expenditure
insurance institutions (non-equivalent, repayable)

Savings/deposits

Tab. 1. Body-based and subject-based approach to the financial system of the economy.
Source: Author’s own work.

Finance fulfils various functions, depending on the body and the
researcher’s approach. It is widely recognised that finance, especially pub-
lic finance, carries out: the allocation function, the distribution function
and the stabilisation function. The functionality of the financial system has
developed on the basis of criticism of the institutional approach in which
intermediation plays a fundamental role (Karkowska, 2015, pp. 27-28).
The most mature definitions of the financial system appreciate the orderly
arrangement of its complementary elements, the relations between them
that strengthen each other. The financial system regulates the behaviour
of various bodies of both the public and private sectors and the mutual
relations between them, which can be described by the phenomena of col-
lecting and spending financial resources in accordance with the financial law
applicable in a given country and at a given time. The superior criterion
of a good system is the ability to achieve the goals for which the system is
founded or is developed (Owsiak, 2017, p. 527). The most important func-
tion of the financial system is to satisfy specific social needs with public
and private cash.

The development considered in this study, which has its roots in the
factors of production of the real GDP-generating sphere is recognised in
the so-called social accounting. which most frequently brings it down to
the presentation of creation and distribution of the gross national product
(GNP). It uses the theory of finance, in particular: separate groups of bod-
ies (economic units) and financial flows between them, using the already
mentioned types (subject) of financial flows (Table 2). The economic system
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is determined by its macroeconomic model, which allows for presenting the
stabilisation function of the state finance, which the author of this paper
proposes to consider as the basic condition for equilibrating the economy
in the short- or long-term (depending on the research horizon and the
term of scheduled development activities).

Sector Revenue/income/proceeds Expenditure

P — corporate sector |Revenue from sale from C, | Wages for C
G 1L Z Taxes and other transfers for G
Savings to B

C — Households Wages from P Purchases from P
sector Wages, benefits from G Taxes for G
G - Public sector Taxes from P Purchases from P
Taxes from C Wages, benefits to C
B - Banking & Savings from P Financing of 1
capital sector Savings from Z
I — Investments Credits and loans from B | Purchase of investment goods
sector in P

Z - Foreign sector Net exports for P

Deposits in B

Tab. 2. The financial flows of sectors in the economy. Source: Author’'s own work.

The analysis of the consumption function and the investment function
should help estimate the demand for liquid money (M), i.e. for cash, neces-
sary to discharge all kinds of obligations and liabilities related to the imple-
mentation of development projects. Demand for money can be presented
as the money liquidity function (LM) with the equation:

R=khY-1hM (10)

where:
k — inverse of velocity of money
h - coefficient of sensitivity of demand for money to changes in interest rate
In accordance with the model of macroeconomic market equilibrium,
acquiring the necessary means of payment becomes a fundamental issue in
planning development activities. The target sources of investment financ-
ing in the long-term are always savings — postponed. In a short-term, such
sources of investment financing are entrepreneurs’ equity and external capi-
tal, transfers of the state budget or transfers of local government units.
Grants from the EU funds are also transfers that come from taxes — that
is a reduction of disposable income (reduction of savings) in the corporate
and household sectors.
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Table 3 presents the institutional and instrumental sources of cash in

the financial system of the economy.

Criterion Financial system of the state Private finance
Institutional | State budget and local government | Enterprises
budgets Commercial banks
Ministerial budgets Private public and insurance
Special-purpose funds companies
Public foundations and agencies Private foundations and
Central bank and state banks agencies
State and local authority enterprises | Leasing companies and
State-owned public and insurance investment funds
companies Households
Stock exchange Foreign financial institutions
Instrumental | Taxes Revenue from sale

Grants Wages
Fees Fees
Subsidies (including tax reliefs) Rents
Loans Credits
Credits Loans
Custom duties Bonds
Income from public property (e.g. | Shares
dividends) Equity holdings
State and local authority bonds Grants
Shares Subsidies
Equity holdings Allocations and donations
Insurance premiums

Tab. 3. Sources of means of payment in the financial system of the economy. Source:
Author’s own work.

Among the sources of acquisition of means of payment in the economy,
market transactions as well as transactional — equivalent money are of
particular importance for balancing the economy. However, the market
mechanism cannot ensure a satisfactory rate of economic growth, high
employment rate and low inflation. Therefore, the instruments serving the
stabilisation function, but also the allocation and redistribution functions
of public finance, are crucial in mitigating the fluctuations of the business
cycle. Such mitigation involves the impact of income, expenditure and bud-
get balance on: propensity to save, propensity to invest, interest rate level,
unemployment level (Owsiak, 2017, pp. 104, 107).

A balanced budget was one of the basic principles of classical treasury.
The parliament and society assessed governments based on whether they
maintained a budgetary balance. This has changed since the Great Depres-
sion and the development of state interventionism, in particular due to the
accomplishments of J. M. Keynes (Owsiak, 2017, pp. 405-406, 410-411).
In his view, the state triggers off the multiplier effect by impacting the
economy with the help of income and, above all, expenditure. Keynes’s
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investment multiplier means that additional investments bring about a much
faster growth of the national income. Boosting demand in the economy
through additional state expenditure, despite increasing taxes, results in a
greater increase in the national product and national income as a result
of the multiplier effect.

The financial system and the economic growth, and thus sustainable
development, are closely interconnected. The risk generated in the financial
system affects the real economy, and the state of the real economy and its
changes (development) are highly dependent on financial market conditions.
Despite methodological difficulties, empirical studies on the impact of the
financial system on the economic growth reveal a strong correlation in this
respect both for the USA and many other countries (Karkowska, 2015, pp.
35-38). Further and in-depth research is required into the effectiveness of
individual instruments of the new financial engineering, including structured
and derivative instruments. Their importance for the efficiency of banks
and other credit institutions and financial investments seems more obvious.
However, their impact on material investments and the development of the
real sphere has resulted in the bankruptcy of even large listed companies.

5. Conclusions

Sustainable development as a category and a paradigm of modern civili-
sation is the subject of interest, theoretical analyses and research work of
many different disciplines. However, this category is still not measurable
and quantifiable, and qualitative assessments (e.g. the level of well-being)
do not meet the conditions of objective and comprehensive studies.

There is a broad-based consensus that the synthesis and comparability
of research results are ensured owing to the application of monetary —
price units. They allow for expressing the value of the goods and services
produced in the economy as the gross national product (GDP). Quite apart
from the deficiencies of its measurement, the GDP fails to demonstrate any
developmental changes within the meaning of sustainable development that
requires the achievement of three orders: the economic, ecological and social
order — now and for the next generations. The original attempt to express
the integration of these orders is the concept of ecosystem services and
their valuation. Ecosystem services is a new field of research and applica-
tion (Mizgajski, 2010, pp. 10-19). It is a development of the concept and
achievements particularly of R. Costanza (Costanza, 1997, pp. 253-260).
The findings of these studies can be used to adjust the value of the GDP
by the so far non-measurable goods created by ecosystems and not only by
man and technology. But that invariably means the absence of measurements
of the states and processes of equilibrium in time and space.

The study indicates that the equilibrium can be expressed in monetary
units. However, there are also other concepts of measuring the GDP, e.g.
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in terms of energy. It is worthwhile recalling the proposal of D. I. Stern
and A. Kander (Stern & Kander, 2012, pp. 125-152), which is an extension
of the Solow model. The function of production with constant elasticity
has been enriched with energy inputs, and capital flows have been linked
to energy prices.

Finance as a science about the management of money and the financial
recognition of economic processes (continuous financial flows constituting
the lifeblood of the economy) seem to be particularly useful for the synthesis
of sustainable development. Macroeconomic models allow for recognising
sustainable development as an endeavour to preserve the identity of financial
flows in two functions — a stream of savings and a stream of investments
in the economy. These two streams ensure growth over a longer period.
An imbalance between them means the lack of a testament for the next
generations, which is the basic requirement for sustainable development.

The identity of investments and savings teaches that, contrary to com-
mon expectations, the state should not provide funds (distribute means
of payment) to finance the real sphere (generating the GDP) but should
create — in the longer term — conditions for boosting the propensity to
save and invest, and only temporarily and in selected areas should provide
reimbursable means of payment for the implementation of development
activities. The lack of evaluation and planning of integrated, financial effects
of investment decisions for the macroeconomic equilibrium, in particular
balancing investments with savings, makes sustainable development only
a terminological innovation and an ideological myth. The state should pur-
sue an effective and responsible financial policy using money (especially
payments). The attributes of sustainable development are ensured when
the universal goals of the financial policy are achieved, namely: economic
growth (GDP growth), preservation of the value of money (counteracting
of inflation), creation of jobs (reduction of unemployment), stabilisation
of the economy (Owsiak, 2017, p. 481),

Endnotes

1 The global economy is seeing, on the one hand, a rise in the power of representation
of trade unions and, on the other hand, the creation of transnational corporations,
often with a greater economic potential than individual states. This generated an
imbalance between the world of labour and capital. Such imbalance was accompa-
nied by the deregulation of capital markets, which allows for capital speculation
on an unprecedented scale and, consequently, for the acquisition of huge financial
resources without creating goods (A. Pawlowski & L. Pawlowski, 2013).

2 However, there are works in Polish where sustainability is translated as zrownowazenie
rozwoju, as well as ekorozwdj (for example Zalesna, 2016, pp. 280-285). It is empha-
sised in this paper that sustainability comes from German (Nachhaltigkeit). The term
is considered to have been coined by H. C von Carlowitz with regard to forest
management (in a paper from 1713). It made its way into the Englsh language in
the 19th century. The term sustainability is also treated as a synonym of corporate
social responsibility (CSR)
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3 The extensive structure of modern finance is presented in: Flejterski, S. (2007)
Metodologiczny status wspolczesnej nauki finanséw. In Finanse jako przedmiot badar
interdyscyplinarnych (pp. 13-29). He identifies new disciplines and trends in the science
of finance, and among them indicates ecofinance, associated with the economics of
sustainable development. The author of this study has in mind the use of the classic
theory of finance to describe the equilibration of the economy and its development.
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