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In ecmomic 1literoture, several methoda have been proposed for
expressing the idea that nationdl income mey differ from its full employ-
ment lovel. Q(ne of them bdelongs to Keyness; smother wes developsd by
Hobson and Marx, These two methods are presented here in a simplified
mamer,

Notations: = natinal income

national incare at a full employment level
conswption

= gaving

investment

I fa ja jg e
4

stook of capital
The first five terms are understocd in net aense per unit of time,
A Modified Xeynes System

(1.l) Y=Ce38
(1.2) 8 = 3(Y)
- (1.3) I =1(Y)
(1.4) 1(Y) = 8(Y)
(1.5) Y = Yo |
The system hes four variables and is thersfare overdetermined,
The easence of Keynesien system is the ocontradiction between squations
(1.4) and (1.8), the result of which is the destruction of (1.5).
Hobson-Marx System

There are really two systems heres The first holds true for K( lo.
and the secomd for K,ﬁ Epe The natwre of K, hmm. is very vague,
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The first system for X{ Ko
YaCe3s

8 = 3(Y)
I = s(Y)
Y =Yeo
This is merely a re~statement of Sey's L,

The second system for K 2 Ko
Y=Ceo8

8 = 3(Y)
=
I = 8{¥)
Y=Ye

whore a is some seall constant. Tho system is cbviocusly cverdetermim d

~and leads to the sme oontradiction as thet of Keynes,

The essence of the Marx-Hobson system 1ies (a) in the assumption

that Say's Law holds for a period of time, and (b) in the demomstration

that the resulting acomulation of capital leads %o a orisis.

I have on same occasions used a system which, in a sense, come

bines the Keynes and Marx-Hobson ones. Its simplified versim can be ox-

pressed es followss

(¢.1)
(a.2)
(¢.3)
(4.4)
{4:5)
{4.6)
{¢.7)

YT=CeS8

8 = 3(Y)

I=1(Y, X, E)

P = P(K, )

AK =3

8(Y) = 1(Y, K, B)
Y = KK, )



(3.8) A= A
(3.9) "A'Y"Y" £r

Hore E mesns sxogenows factorss P is produetive capecity (ssme
as Yo above); A\ is the ratio of incams to espital, and r, s constant, is
a given maximum rate of growth the economy esn achieve,

We have lwre nine squations with seven wknowns. 7The enphesis
is placed on two breakiown possibilitiess (a) investment may fall shoart of
savings (b) the rate of grovth of incoms required for sustaining the pro-
fitability of capital mgy be grester then the meximum rate the economy omn
achisve,



