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On Dynamic General Equilibrium Model
Based on Capital Flows

Yan Jingiang
(School of Marxism s Fudan University, Shanghai 200433, China)
Abstract: Neo-classical general equilibrium theory currently popular in theory field

has two big defects,and the research on general equilibrium theory on the basis of Marx’s
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theory is lack of comprehensiveness and dynamic analysis. Based on Marx’s value theory,
this paper elaborates the value basis, basic principle and realization mechanism of general
equilibrium theory, and constructs a dynamic general equilibrium model based on capital
flows and unified profit rates by the introduction of competition and supply-demand factor
to analyze the dynamic formation mechanism of closed-loop general equilibrium, namely
from capital amount, output, prices, profit rates to capital amount. It reaches the conclu-
sions as follows: firstly, compared to neo-classical general equilibrium theory based on the
balance between supply and demand, Marx’s general equilibrium theory based on capital
flows and unified profit rates can better reveal the actual features of long-term equilibrium
and the essence of capital relationship; secondly, the creation of equivalent value by equiv-
alent labor is the basic principle of Marx’s general equilibrium theory and is also the im-
portant condition of guaranteeing the uniqueness of general equilibrium solution; thirdly,
under perfect competition and fickle capital power, affected by the law of value and the
formation mechanism of average profit margin, the dynamic general equilibrium model
based on capital flows is convergent.

Key words: capital flows function; value realization function; general equilibrium
theory; profit rate
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Abstract: The statistic result of return on capital exceeding economic growth rate by
Piketty makes a superficially mutual conflict with Marx’s law of tendency of the profit rate
to fall. However, in essence, this conflict is an expression of inner contradiction of capital-
ism production mode. The law of tendency of the profit rate to fall is an inevitable result of
capital’s self-denial, which cannot be defeated both from logic and practice perspectives.
And the coming competition pressure urges the capital to deeply draw social natural ele-
ments and to move to wide undeveloped countries and areas, and leads to the transforma-
tion of capital from the substantial economy to the virtual economy, thereby constantly
transferring the pressure of the reduction in profit rate to the whole society and bringing
high accumulation and excessive high profit rate of monopoly capital. High accumulation of
capital inevitably leads to high accumulation of poverty, resulting in constantly deepening
the confliction between capital accumulation and poverty accumulation in contemporary
era.

Key words: capital accumulation; poverty accumulation; general profit rate; return
on capital
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