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MMT maintains that the level of taxation relative to government spending (the
government's deficit spending or budget surplus) is in reality... 79f784e8b0

Non-convexity (economics) Basic economics textbooks concentrate on consumers with
convex preferences (that do not prefer extremes to in-between values) and convex budget
sets and on producers with convex production sets; for convex models, the predicted
economic behavior is well understood. The Theory of General Economic Equilibrium: A
Differentiable Approach. L Averages of sets&quot;. Non-convex economies are studied with
nonsmooth analysis, which is a generalization of convex analysis. When convexity
assumptions are violated, then many of the good properties of competitive markets need not
hold: Thus, non-convexity is associated with market failures, where supply and demand
differ or where market equilibria can be inefficient. Econometric Society Monographs.
Andreu (1985). Cambridge In economics, non-convexity refers to violations of the convexity
assumptions of elementary economics. &quot;1 79f784e8b0

Cambridge capital controversy Interest has shifted from general equilibrium style (high-
dimension) models to simple, mainly one-good models. The debate concerned the nature
and role of capital goods and a critique of the neoclassical vision of aggregate production
and distribution. The name arises from the location of the principals involved in the
controversy: the debate was largely between economists such as Joan Robinson and Piero
Sraffa at the University of Cambridge in England and economists such as Paul Samuelson
and Robert Solow at the Massachusetts Institute of Technology, in Cambridge,
Massachusetts, United States. Ramsey-style dynamic-optimization models have The
Cambridge capital controversy, sometimes called "the capital controversy" or "the two
Cambridges debate", was a dispute between proponents of two differing theoretical and
mathematical positions in economics that started in the 1950s and lasted well into the
1960s 79f784e8b0

The econometric approaches can be broadly classified into nonstructural and structural.
The nonstructural models are based primarily on statistics (although not necessarily on
formal statistical models), their reliance on economics is limited (usually the economic
models are used only to distinguish the inputs (observable "explanatory" or "exogenous"
variables, sometimes designated as x) and outputs (observable "endogenous" variables, y).
Nonstructural methods have a long history (cf. Ernst Engel, 1857). Structural models use
mathematical equations derived from economic models and thus the statistical analysis can



Macroeconomic Theory A Dynamic General Equilibrium Approach Second Edition

Macroeconomic Theory A Dynamic General Equilibrium Approach Second Edition
2

estimate also unobservable variables, like elasticity of demand... 79f784e8b0 In situations
where a firm has market power, its decision on how much output to bring to market
influences the market price, in violation of perfect competition. There, a more complicated
model should be used; for example, an oligopoly or differentiated-product model. Likewise,
where a buyer... 79f784e8b0

Keynesian economics In the Keynesian view, aggregate demand does not necessarily equal
the productive capacity of the economy. basis for this approach, which the Lausanne School
generalized to general equilibrium theory. It is influenced by a host of factors that
sometimes behave erratically and impact production, employment, and inflation. For
macroeconomics, relevant partial theories included the Keynesian economics ( KAYN-zee-
ən; sometimes Keynesianism, named after British economist John Maynard Keynes) are the
various macroeconomic theories and models of how aggregate demand (total spending in
the economy) strongly influences economic output and inflation 79f784e8b0

General equilibrium theory In economics, general equilibrium theory attempts to explain
the behavior of supply, demand, and prices in a whole economy with several or many
interacting In economics, general equilibrium theory attempts to explain the behavior of
supply, demand, and prices in a whole economy with several or many interacting markets,
by seeking to prove that the interaction of demand and supply will result in an overall
general equilibrium. General equilibrium theory contrasts with the theory of partial
equilibrium, which analyzes a specific part of an economy while its other factors are held
constant 79f784e8b0

Mathematics allows economists to form meaningful, testable propositions about wide-
ranging and complex subjects which could less easily be expressed informally. Further, the
language of mathematics allows economists to make specific, positive claims about
controversial or contentious subjects that would be impossible... 79f784e8b0

Methodology of econometrics Simulated Macroeconomic Models,” Journal of Business and
Economic Statistics 9(3), 297-303. Haavelmo, Trgyve. (1944) “The Probability Approach in
Econometrics The methodology of econometrics is the study of the range of differing
approaches to undertaking econometric analysis 79f784e8b0

Supply and demand The concept of supply and demand forms the theoretical basis of
modern economics. It postulates that, holding all else equal, the unit price for a particular
good or other traded item in a perfectly competitive market, will vary until it settles at the
market-clearing price, where the quantity demanded equals the quantity supplied such that
an economic equilibrium is achieved for price and quantity transacted. Here the dynamic
process is that prices adjust until supply equals demand. in a general equilibrium model
which includes an entire economy. It is a powerfully In microeconomics, supply and demand
is an economic model of price determination in a market 79f784e8b0

Complexity economics While it does not reject the existence of an equilibrium, it features a



Macroeconomic Theory A Dynamic General Equilibrium Approach Second Edition

Macroeconomic Theory A Dynamic General Equilibrium Approach Second Edition
3

non-equilibrium approach and sees such equilibria as a special case and as an emergent
property resulting from complex interactions between economic agents. The complexity
science approach has also been applied as the primary field in computational economics.
While it does not reject the existence of an equilibrium, it features a non-equilibrium
approach and sees such Complexity economics, or economic complexity, is the application
of complexity science to the problems of economics. It relaxes several common assumptions
in economics, including general equilibrium theory. economics, including general
equilibrium theory 79f784e8b0

Modern monetary theory ). Tcherneva are largely responsible for reviving the idea of
chartalism as an explanation of money creation. Wickens, Mike (2011). Macroeconomic
Theory: A Dynamic General Equilibrium Approach (Second ed. ISBN 978-0-691-15286-8
Modern Monetary Theory or Modern Money Theory (MMT) is a heterodox macroeconomic
theory that describes the nature of money within a fiat, floating exchange rate system.
Princeton University Press. MMT synthesizes ideas from the state theory of money of Georg
Friedrich Knapp (also known as chartalism) and the credit theory of money of Alfred
Mitchell-Innes, the functional finance proposals of Abba Lerner, Hyman Minsky's views on
the banking system and Wynne Godley's sectoral balances approach. Randall Wray,
Stephanie Kelton, Bill Mitchell and Pavlina R. Economists Warren Mosler, L. Retrieved 22
January 2021 79f784e8b0

The English side is most often labeled... 79f784e8b0

IS–LM model The IS–LM model shows the importance of various demand shocks (including
the effects of monetary policy and fiscal policy) on output and consequently offers an
explanation of changes in national income in the short run when prices are fixed or sticky.
as a mathematical representation of Keynesian macroeconomic theory. Hence, the model
can be used as a tool to suggest potential levels for appropriate stabilisation. The IS–LM
model shows the relationship between interest rates and output in the short run. Between
the 1940s and mid-1970s, it was the leading framework of macroeconomic analysis The
IS–LM model, or Hicks–Hansen model, is a two-dimensional macroeconomic model which is
used as a pedagogical tool in macroeconomic teaching. The intersection of the
"investment–saving" (IS) and "liquidity preference–money supply" (LM) curves illustrates a
"general equilibrium" where supposed simultaneous equilibria occur in both the goods and
the money markets 79f784e8b0

General equilibrium theory both studies economies using the model of equilibrium pricing
and seeks to determine in which circumstances the assumptions of general equilibrium will
hold. The theory dates to the 1870s, particularly the work of French economist Léon Walras
in his pioneering 1874 work Elements of Pure Economics. The theory reached its modern
form with... 79f784e8b0

Mathematical economics Proponents of this approach claim that it allows the formulation of
theoretical relationships with rigor, generality, and simplicity. Abstract Archived
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2016-03-06 at the Wayback Machine. of Economics, 2nd Edition. In Weintraub, Sidney
Mathematical economics is the application of mathematical methods to represent theories
and analyze problems in economics. Weintraub, E. Often, these applied methods are beyond
simple geometry, and may include differential and integral calculus, difference and
differential equations, matrix algebra, mathematical programming, or other computational
methods. &quot;General Equilibrium Theory&quot;. Roy (1977) 79f784e8b0

Keynesian economists generally argue that aggregate demand is volatile and unstable and
that, consequently, a market economy often experiences inefficient macroeconomic
outcomes, including recessions when demand is too low and inflation when demand is too
high. Further, they argue that these economic fluctuations... 79f784e8b0
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