Kaoru Yamaguchi

Beyond Walras, Keynes
and Marx

Synthesis in Economic Theory
Toward a New Social Design

PETER LANG
New York - Bern - Frankfurt am Main - Paris



Contents

Chapter 1. Three Paradigms in Economic Theory
1.1. Four Separations and Three Paradigms ........c.ccceeueeees
1.2. The Walrasian Paradigm - Visible Hand of

an AucCtioneer .......ccceceerences
1.3. The Marxian Paradigm .........
(a) Linear Approach ............

(b) Marx’s Concept of Equilibrium ......cccccceeiinrannnns

1.4. The Keynesian Paradigm ......

(a) From Subset to Complement .......ccccveeancerenacrrecees
(b) Production Time and Uncertainty .....ccceeeversrassases

Chapter 2. A Critique of Three Paradigms

2.1. A Critique of the Walrasian Paradigm .........c.cccoeveanees

2.2. A Critique of Prof. Debreu’s "Theory of Value" ..........

2.3. A Critique of the Marxian Linear Paradigm ................

2.4. A Critique of the Keynesian Paradigm .........cccceceneuees
Chapter 3. Conceptual Framework for Synthesis

3.1. TiMe .c.veereireercensncsnacnasaanas
3.2. MONEY .eurervanrmvrnsnesearcsnsans
3.3, Class ccceureraernnnceennacnennones
3.4. Reproducibility .......ccccevuvenee
3.5. Equilibrium ........ccccemneneene
3.6. FAIMESS ..covererannrnenonsanes

--------------------------------

--------------------------------

Chapter 4. Capitalist Economy Under Uncertainty

4.1. Price and Wage Space ..........

--------------------------------

4.2. Decision Making Under Uncertainty .....c...eeeeecrenseeses

4.3. Producers’ Optimal Program ..

4.4. Consumers’ Optimal Program

15
20
20
27

31
36
48
51

55
58

62
63
67

69
76
77
83



4.5. Excess Demand FUNCHONS ..ccveceerceeeressisacnsanserecnssece
Chapter 5. Walras, Keynes and Temporary Disequilibria

S.1. Walrasian Price AJjuStMeEntS ....ccccceenrrerencronaacsosanses

5.2. Temporary Equilibria and Disequilibria ........c...........

5.3. Unstable Temporary Equilibrium - One Example .........

5.4. Temporary Equilibrium POlCieS .....ccccrecrnnrennenennnnan

5.5. Say’s Law and Keynesian LOZIiC .....cccrnreecnnsnccnnaccenes
Chapter 6. Marx and Rational Expectations Equilibria

6.1. Marx EqQuilibrium ....cccccievecennrmirescniscnccsscrasennanens

6.2. Full Feedback Equilibrium .....cccccceoviineasansnnsincccnnes

6.3. Rational Expectations Equilibrium ...c...cccceveverernencnces

6.4. A Long Run Equilibrium ....cccceciimrieerreccienraccreennans

6.5. An Existence of A Long Run Equilibrium ..................

6.6. Perfect Foresight, Balanced Growth Path ...................
Chapter 7. Pareto Optimality versus Marx Fairness

7.1. Pareto Optimality ......ccccessesrssasssssnnessssessassssancasnas

7.2. A Critique of Pareto Optimality in A Capitalist

ECONOMY .eoeicirrineersasensessaasssossnnssssasssnesans crserees
7.3. Marx FaiIness ..ccccceerencrnrmeccrecsesrensencocnscnnsassensaes
7.4. Pareto Optimality versus Marx Fairness in A Steady

7.5. Toward A Marx Fair SOCiely .c...ccveernecacranannee reernusen
Chapter 8. Toward A New Social Design

8.1. Four Separations and Three Paradigms Revisited .........

8.2. A Suffering Civilization .......c.ccccvreirareeeenvaceensecsnces

8.3. A New Social Design: Re-Unification ......ccceccenrennnans

8.4. Possession vs Private Ownership .....ccceceeecrenecrscesnnee

8.5. Some Pictures of A MuRatopian Economy .......c.cc.cc...
Chapter 9. A MuRatopian Economy

9.1. The ECONOMY ....ccecrvvercrcrecancsnssensonnes creenraessssncnnse

9.2. Optimal Decisions Under Uncertainty ........cccoseeenseses

105

111
117
120
121
124
130

137

140
144

151
154

157
161
164
171
173

179
184



9.3. Temporary Equilibria .....c..cccceeenecencecnncnnncincniaannes
9.4. Long Run Equilibrium ......c.cccceieciancrnnrenceennanniecianes
(a) Income Equilibrium .....cccecreecneenccenannnssccensacanse
(b) Full Feedback Equilibrium .........cceeenvennecicnceancens
(c) Long Run Equilibrium .......ccceecemieecenncnsanniianaas

9.5. Capitalist Economy versus MuRatopian Economy in
the LONE RUN ....cccccirececersecescerntaenceccccnncccnsssnsans
9.6. Marx FAiIMeSS c.ccceerrerontenrescesseseassasacssssssncanassansse

Chapter 10. Prelude to A New Start - Political Economy
10.1. Economic Issues Solvable ......cccceeesseecrccancncancrocanes
10.2. Social Issues SOIVAbIE .......cccceerecerncsesacsecerernencacan
10.3. Environmental Issues Solvable ........c.coverecerncceceannse
10.4. International Issues Solvable ......c.ccccseeeeceerececsaraeneee
10.5. From Economics to Infonomics ......cc.cccveeeececrenennene
10.6. Prelude to A New Start ....ccccecrnrcecssssasnncncsessecnsonsss
Supplement. The Workings of A Capitalist Economy
1. Economy In a Flow of Abstractly Historical Time ..........
1.1. Historical Present of Changing .......cccccererveencnncaccaees
1.2. Physical Restrictions From the Past ........ccccociereaennne
1.3. Institutional ReSrCONS ..cceeeeoesenncresecserececesracennees
1.4. Restrictions From Unknown Future ........cccceseceesnenns
1.5. Space of A Capitalist ECONOMY ......cceevveeeneee cerecsness
Appendix A: Theory of Baysian Statistical Decisions

and Economic Behavior .....c..cccceresecesececsesceenansesans
- Appendix B: EXamples ......ccccccennsiaecniraireananceacnnecenss
2. Optimal Programs Under Uncertainty veereestesseeeeanrnenns
2.1. Producer’s PrOZram ......ccccecceececensensseescencsessncnocanes
(a) Desired Investment and Employment .........ccceeeees
(b) Desired Supply of Shares and Claims ...................
2.2. Consumer’s PrOZIam ......cccccecenerncencnnsracccsccsecnssenes
(a) Investor’s POrtfolio ....ccccceesececeeserncrecarsinccncecnase



(b) Consumer’s Wealth, Optimal Choices and

Labor SUPPIY cecverceecrermarsreesaceseisaaacesensnnnnannas 266
2.3. Excess Demand FUNCLionS .....ciseesssssescssessercsssnccnnane 275
3. Temporary Disequilibria ......cccccceteeeeceenercnncnss raerrsenas 284
3.1. Walrasian Price Adjustments ........cccceeeeccncrareccaseness 284
3.2. Say's Law and Keynesian LOGIC ....cc.cvemuiirmeccreccnnacees 293
4. Long Run EQUIlibria ....ccccecrmncirneccecinseirensensnnnnannans 296
4.1. Marx EQuilibria .....cvccceneimnniinrecsscesseenesessansnnnnasans 296
4.2, Rational Expectations Equilibrium ........cccccvevverencenees 300
4.3. Long Run Equilibria .....c.cecreereneeieciinenseccnnnsennnnaiens 306
4.4. The Uniform Rate of Profit and the Real Rate of
INLETESE .uoeiirencerseroenennecsansnsnensanncsnssasassese serssnesese 320
5. Marx Unfaimess ....ccevecncnserenssossessossasassasassaserennnne 324
5.1. A Modem Version of Marx’s Trinity Formula ............ 324
5.2. Labor Value as a Universal Unit ...c..cccceeccninisesnceasese 327
5.3. Marx Unfaimess .....ccreerseccncrsnssecrencencsnssansessasesses 329
BibioZraphy ...cceecercesenrserarscescessessernssasnessescssssssoncesssosecsesese 333



