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e T R O REYE O AR R S L 225,
NEERPES EMBECNORR S LETH Y,
BREOMBER L EMBOR IR LTH, W
THOEECOCTH Y IR B PN EE
(b)) &AFIERTE 0, —J7., FkitEotcn o
BRCHIENC O VT B AR EL RN HEO
WRETED AR S, MBI OB
W BRI T D 25, LRIy W 2 B
B2 (k) tbrBEsn s, 2 OB #efbsd
DR B O W BB S 4 BUBOR 2 4%
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Public Debt, Neoclassical Growth,

and, Stabilizing Control
by Government Expenditures

Yasuo Suzuki

Summary : The theoretical possibilities that
neoclassical growth with public debt accumula-
tion and the government’s financial
management by control of its expenditures, g,
can allow the economic state to dynamically
and asymptotically approach and reach a long-
run equilibrium state without the optimal
control theory are analyzed. The regarding
model is a system of two dynamic and differen-
tial equations consisting of the Solow-Swan-
type growth equation and the growth equation
of the per capita level of public debt stock, 4,
meaning governmental budget constraint with
some kinds of controls, called stabilizing con-
trols, of the government’s financial
expenditures. Under a dynamic system, these
controls are ones to make, perhaps like an auto-
matic control, its long-run equilibrium point
asymptotically stable with a weak control by
the government’s controllability that is insuff-
cient in detail, or by a saddle point with a
strong control by which the government can
control its expenditures perfectly and precisely,
like an optimal control.

By analyzing such a dynamic control system,
five propositions are derived which assert weak-
ly, or in a few cases insist to a certain extent, on
the existence of stabilizing controls with some
different assumptions in each case of the mod-

el. Particularly, df / dk < dg / ok is a very

160

significant condition for stabilizing controls,
and in the case of the saddle equilibrium point,
that is Proposition s, there exist the effective
conditions for stabilizing controls with mone-
tary policy on the interest rate and taxation
policy on the tax rate assumed to be positive
parameters, which do not need to decrease g
and & quickly and suddenly or drastically, even
when g, b and 4 continue to grow at the same
time in such neoclassical economic growth.
There are theoretically sufficient possibilities of
dynamically stable public debt accumulation
consistent with neoclassical economic growth

under economic policies.
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