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ABSTRACT

ON DISEQUILIBRIUM GROWTH

1 Up to-the present, the dominant think-
ing in the study of economic growth in
modern macroeconomics has been the clas-
s1ca1 school of genera,l ethbnum whu:h

- was first developed by Frcnch _economist
Leon Walras. -

The begmnmg of the postwar era saw
the famous ‘“Keynesian revolution” in
economics. Keynes did use something like
“disequilibrium” in his analysis, but his
theory as a whole shows a strong character
of traditional method of general equilibri-
um; Keynes focused on problems of a
short term nature rather than Zhose that
require a long-term study. In hxs view,
everything would cease to ex1st in the long
term. Ng;yc_:rth_e_lcss,‘_thc issue of economic




growth is essentially a dynamic problem of
a long term nature.

The non-equilibrium analysis was es-
tablished in late 1960s and has developed
since. But so far therehas only been emphasis
on market problems, with no special re-
search into the issue of economzc growth*
the limitation is obvious. |

"This book aims at presenting a th#:m‘eu-
cal framework of- dlsequlhbrmm ‘In other
words, it ventures to put forth certain basic
ideas and provide some cssen‘trals of dise~
qulhbrlum growth - |

The study here is not normative, for

what is described is the nature of dise-
qulhbrmm growth rather than what it “should
be”.  Besides, the mode of study ‘is not a
standard “positive”. Based on the selec-
tive but systemaucal research into the his
tory of modern economics, one can find
some primary idea of dlsequﬂ1br1um which
is logically implied in the traditional theory




of gencral equilibrium, -especially in its
various models of economic ,growth The
history of human thought, economic thmk—
ing inclusive, shows that there has only
been a relative innovation in a newly estab-
lished theory The reason is obvxous, no
one can claim himself capable of exemptlng
blood hncagc from tradition.

3 Thc most 1mporta,nt theoretlcal hy pothe-
' sis of thls work is that the issue of dise-
'qulhbrlum is more realistic than the s0-
called general equilibrium. Accordlng to
the doctrine of equilibrium, the output
mcrcmcnt of product1v1ty in a given period
is constantly equal to the increment of real
~output. In other words, the growth rate
of total economic output 1s equal to that
of capital inventory. The extreme expres-
sion of equilibrium growth is: economic
speed is constant; it never changes Even
~when disturbed by some exogenous vari-
ables, it w111 still bc convcrgcd to the umque,




constant and uniform motmn of thc growth
locus. In this respect, there is no -actual
difference between Neoclassical and Neo-
cambridge school, not any difference be-
tween Post-Keyncsw.n and Janos Kornai.
One term should be mentioned here,
however: the so_—cal_lcd “optimal growth”
means that the theory of equilibrium should
be combined with the value judgment.
The first hypothes1s for the theory of
dzsethbrlum growth may be as follows:
it is true for all kinds of cconormc ‘systems
that there are always several tracks “of
economic growth from the start, and
there are still probablhtles for the growth
to move from one track to another. As it
is only possible to get the real growth other
than the theoretical one, it is difficult ‘to
makc a judgment of which one is the optl-
mal. In real growth there has never been
any equilibrium between total supply and
total demand, the case always being surplus
supply or surplus dcmand, or both partial




surplus at the same time. In any case,
there has always been the 1dleness of re-
sourses, which means that_thc increment of
real output isn’t equal to the increment
of productivityl——ip\kol'untaljy unemployment
and inflation are the normal and typical
phenomena of dlseqmllbrlum Growth can
, _1ntens1fy the dlscthbnum or wcaken it,
but it can never cancel it.

Var:ous models of economic growth are

too mmphﬁed to give a proper expla-
nation of the comphcatlon of real economy.
The reason is that all of them are described
by the method of productlon functlon, which
can only explain the economic growth in
the meaning of microeconomics.
‘ Both theory and reahty show that thc
productlon functlon is not convincing in
explaining the growth of macroeconomy,
which is restricted by a dynamic and com-
plicated economic structure. in the long
run, First, economic growth is decided




by the situation of économic fluctuation
and structure; second, the situation of eco-
nomic fluctuation and structure is decided
by the level of capxtal and investnient; thlt’d

there is dn’ 1mportant linkage betwee’n eco-
nomic structure ‘and mvestment, ‘that is,
technolog1ca1 ‘ihnovation  and  progress;
fourth, special market ’background ‘would
define the economic structure and the level
of investment which are strongly under
the influence of the financial and priciag.
environment; ﬁfth in an open economy,
the "domestic’ economic growth “is both di-
rectly and indirectly affected - by “the world
economy, especially by international re-
lationship of trade and exchange raté; and
sixth, all the above will be finally adjusted
by the social and®economic system of a
nation. “A chart’is given as follows:

- The disequilibrium nature of economniic
growth is determined fundamentally by the
1nstab1hty and uncertamty ‘of 'the factors
inside the comphcated economic structure;
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[ m other ':i&ondg, dis¢qui_librium is .the in-
herent law of growth.

5 The book consists of four parts with' spe-
~ cific study on the equilibrium nature of
economic growth .arranged as follows:
Part one (Cha.pters 1-—7) discusses the gen-
Vcral theory o d1sequ111br1um, mcludmg the




cause, process and phenomenon. Based

upon the historical research of the models

of Harrod-Domar, Neoclassical and Neo-
cambridge, the author abstracts the theory
of disequilibrium growth; and theh, he
analyzes the relationship between economic
growth and economic fluctuation, stressing
that a growth. thhout eyelicity is senseless
in reality, and disequlhbraum growth can
be found in the economic. cycle of a2 medium
or long run. He also probes into the effects
of a national economic structure on. econo-
mic growth, ' In real . economic life, produc-
tive factors and resourse allocation should
first be 1ntegrated with enterprises, trades
- and “industries to make up an ‘economic
structure in which all industrial sectors are
dynamlcally and organlcally 1nterrelatcd
and mterdependent | .
Both economic fluctuation and structure
change are affected by the progress of ‘sci-
ence and technology, and what should be
stressed is that technical progress is relas
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tively 1ndependcnt and characterized ' by
complex1ty and - unccrtamty “An orbit of
technical progress exists which- may ot niay
not be synchmnous with that of economic
growth; in either case it aggi*avates “the
unstab1l1ty and dxscquﬂlbrlum of the eco-
nomy. b |
The theory of ncutral techmcai pro-
,gfess is backcd ot “the miéthod ‘of produc-
tion function whlch is an indispensable part
of the theory of static equilibrium,

~ The author also explores the rela-
tionship between investment and disequi-
librium, especially the innate character of
‘ethbrmm of theé‘model of IS-LM, trying
to find in the traditional theory elements
‘of disequilibrium, which of course is impli-
‘ed in its strongly held view of equilibrium.
For exanple, if the theory of investment
multiplier is ténable, that means there is an
insufficiency of ¢ffective demand; yet if one
admits that the idleness of resources is true,
“fhiat means disequilibrium is an ‘established
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fact. . " |
In his research the- author has qtudled
the relations between the price system,
financial market and economic growth
upon- which the economic structure is es-
tablished ‘and developed, and they are still
the very backgrounds of technical innova-
tion and economic fluctuation, F luctuatlon
itself glves eloquent proof of dxsequ:h};
rium. For example, the phenomenon of
inflation is something that can. never be
overcome in modern economy, so that the
economic growth that is linked with' infla-
tion would not allow resources to rcach the
so-called “Paretian Optimum’’; -in ether
words, nething is truer tha_n_dl_sequlhbrlu._m.
The end of this part discusses the
factors ‘of international economics, _espe-
cially the effects of international trade and
exchange rate on the growth of a natmnal
economy. In an open economy, there are
frequent movements.of resources and, labor,
as’ well -as those of commodities. There




