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ABSTRACT

COMPARISON AND
SYNTHESIS OF THREE
MAJOR APPROACHES IN
ECONOMIGS

This book is an attempt to provide a new
understanding of the relations between the
three major economic approaches: the neo-
classical, the Keynesian and the Marxian.

1. Different angles of view on the eco-
nomic activity

Based on a brief review of the theories
and their originations respectively, the author
starts his arguments from the analysis of the
nature of economic activities which are the
object of economics.

On the basic level, the economic activity
can be viewed in two aspects: on the one
hand, it is the activity by men to produce
goods to meet their various needs, by properly
using and allocating scarce rcsources; on the
other hand, it is the activity by men to deal



with cach other in the unavoidable conflicts
of economic interests when pursuing their
own particular intcrests. I'rom the view-
point of the first aspect, the economic acti-
vity is a relation between man and nature
— or the material world; while from the view-
point of the second, it is a relation among
people. By this logic, all economic pheno-
mena and economic variables, which are the
outcomes of economic activities, can and
should be explained in the two aspects ana-
lyzed above.

Economic study should be a work of
modelling the economic reality from all sides
to give an overall understanding of the
object. However, it is hardly avoidable,
especially at the early stage of the develop-
ment of the science, that people grasp only
one of the aspects, or, although having no-
ticed that “economic activity is many-sided,
believe that only one aspect is important.
So the different approaches in economics
appear. The theories of modern “mains-



tream” economics, including the neo-Clas-
sicalism and the mainstream Keynesianism,
focus on the resource allocation problems
and explain the economic phenomena and
variables by the psychological preference
and input-output relations, assuming the
institutions are given and that there exist
no conflicts other than those which take
place in market exchanges and which are ba-
sed on the different tastes and endowments,
all of which are exogenously given; mean-
while, Marxism (and some post-Keynesian
theories) generally takes the material rela-
tions between man and goods as given and
therefore concentrates on the study of the
effects of the conflicts of interests between
different econemic classes and the evolution
of institutions based on economic contra-
dictions. |

From this point of view, it is argued that
the fundamental difference between various
approaches is the difference in the angles of
view, not the “ranges” (as Oscar Lange claim-



ed) or “strata’ (as some Marxists argued).

2. A further explication

One missing point in the above analysis
is the relations between the objective and
information constraint (knowledge of current
state of economy and various economic re-
lationships, uncertainty of the future, etc.)
in economic activities. This taken into ac-
count, the economic activity may be viewed
in a more general way: it is the human acti-
vities involving relations between the econom-
ic objective and various constraints: the
material endowments constraint, institu-
tional or social constraint, and information
constraint. When economists put their
emphasis on one of these three aspects, people
will see different approaches taking place:
neo-classical theory emphasizes the relation
between the utility objective and the
endowments constraint; Marxism gives
more attention to income objective and social
constraints; and Keynesian theories put
great weight on the role of the uncertainty



or the incomplete information in the deter-
mination of economic variables,

3. The “one-sided truth”

It should be noted that, when it is said
that each approach gives more attention to
one aspect of the economic activity, it is
not meant by that any of them would have
totally ignored the other aspects. What
it means is that cach of them emphasizes /‘,.f.,‘;y
and mainly explores one aspect while leaving
others given, or believing them to be playing
a less important role in the explanation of
cconomic events.

However, we can still see that each ap-
proach has its own particular weakness which
just results from its assumption of ‘“‘others
given” and somewhat neglecting other as-
pects. For example, the neo-classical theory
declares that the price is only determined by
the scarcity of resources and the factor prices
are determined therefore only by the marginal
returns, neglecting the role of the conflict of
interests in the process of production. This



cna=-sided view leads to its failure to explain
the so-called “normal profit” (a suggested
new solution to this problem is given in Ch.
8 of this book). Meanwhile, as the result of
one-sided emphasis on the conflicts of interests
between “classes”, Marxist labor theory of
value provides only a “cost explanation” of
the price determination (a new interpreta-
tion of the relation between the labor theory
of value and the marginal utility theory
of value is given in Ch. 7 of this book). As
far as Keynesian theory is concerned, its
over-emphasis on the uncertainty of future
return to investment results in a ‘“‘animal
spirit” theory of business cycle, which grants
hardly a place for the fluctuations of tech-
nology development and the changes in eco-
nomic. institutions or the shifts of power
structure in the conflict of interests.

Thus we have reasons to assert that each
of these theories is some kind of “partial |
theory” or “one-sided theory” for its failure
to provide an overall and accurate descrip=



tion of economic reality.

However, the one-sidedness is not totally
incompatible with the truthfulness. As long
as a theory provides us with a profound ana-
~ lysis of one aspect of the economic reality, it
unquestionably provides the truth, though
partial, and still makes contributions in its
special way to the economic science. So we
should take all of these three approaches as
the truth, though each is only a “one-sided
truth.”

4. The relative advantages of different
analytic frameworks and the organic synthe-
sis.

The above analysis apparently suggests
that: (1) the different approaches are “mu-
tually complementary”; (2) there exists the
possibility of making, in a proper way, an
organic and scientific synthesis of three ap-
proaches to capture all the merits and avoid
all kinds of one-sidedness, and to construct
a comprehensive system by which we can
provide a more overall explanation of the



economic activities and economic variables.

In seecking a synthesis of theories, the
relative advantages of the analytic frame-
works matter. So a comparison of fra-
meworks and methodologies have to be made.

Both neo-classical and Keynesian theo-
ries are characterized by the “closencss” of
theoretical system, as they set almost all fun-
damental economic factors as ““data’ or “exo-
genous variables”, such as the institutional
arrangements, technology preferences and
endowments. This method has the advan-
tage of being able to make more accurate an-
alysis of the interdependence and interactions
of economic variables (as chosen) under con-
sideration in a static state, but it has also
the disadvantage of being unable to capture
the dynamic nature of the economic reality
and to give the description of interactions be-
tween the “data’”. In contrast, Marxist eco-
nomics is featured by its “openness”, as all
fundamental factors are, explicitly or impli-
citly, endogenous in its system, It is diffi-



cult (but not impossible) for this method to
make accurate analysis, especially in the ear-
lier stages of the development of theory.
However, it provides us with a broader fra-
mework to analyze all economic relations in
one comprehensive model.

Accordingly, the book suggests explo-
ring a new synthesis in economics: the New
Marxian Synthesis — using Marxist theory as
the basic framework, incorporating all use-
ful and scientific elements of other theories
and joining them together, to build a more
comprehensive theoretic system and develop
more scientific and realistic explanations
of economic phenomena. Undoubtedly, all
theories will be subject to some kind of mo-
dification in this procedure and there must
be some new theoretic eclements emerging
from this synthesis. And that just means a
new development of economics.
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