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L imitations of Neoclassical Economics in Transtion Experiments

Chen FAing
(China Center for Ecoromic Ressarch, Peking University ; Center for New Politicd Ecoromy , Fudan Universty)

Abgract : Theé Washingon consensus and dhock thergpy’ gpproach to trandtion ecoromiesis a new wave of counter- Keynesan
revolution by new classicad school in macroecoromics. They reect the badc lesons from the Great Depresson ,ignore higorica
dversty and ecoromic conplexity. Their top-down desgned liberdization and privatization led severe ecoromic decline in Eag
Europe and former Sviet Union (EEFSUJ) in the lagt decade. Conpardive experiments between China and EEFSJ raise
fundamenta issues in ecoromics, such as the debate on the naure of budness cycles between equilibrium school and
d sequillibriumrevol utionary school . The heavy cog of the Trandtion Depresson sheds new light on theoretica flavs of nenclassca
ecoromics, including price theory based on linear demand and supply , theory of soft-budget condraints, microfoundations in
macroecoromics, and the convergence theory in new inditutiond ecoromics. New development policies based on learning,
innovation, and decentraized experiments in China will go beyond equilibriumr-optimization paradigm in classcad ecoromics and
develop disequili briumrevol utionary pergpective in conmplex ecoromics.
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