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Viability ,Economic Transition and Reflections
on Neo-classical Economics

Lin Yifu
(CCER ,Peking Unviersty)

Many trandtion policies,based on nenclasdcal ecoromics faled in Eagern Europe ,Former Swviet Union ,and China. The paper ar-
gues that the falure is due to the viahility assumption of the neoclassca economics. The neoclassicd ecoromics inplicitly assumes
afirm to be able to earn a socidly acceptable profit in an open ,conpetitive market if the firm has a norma management. However ,
many firmsin the ocidig aswel astrangtiond ecoromies are not viable ,that is,they will not be able to earn a ocidly acceptable
prdfit in an open ,conpetitive market even if they have norma management because they are in sectors in which the ecoromes o
not have conrparative advantages. With the viahility assunmption ,the policies ,based on neoclasica ecoromics focuson issues relat-
ed to property rights ,corporate governance ,government interventions and other issues related to firms  management. However ,many
o those issues are infact endogerous to the firms  viahility problem. Therefore without addressng the firms  viahility issue ,those
policiesfal to achieve its intended gods. Not only in the ©ocidig and trangtion ecoromies but a < in developing countries many
firms are not viable. The paper suggedsto relax the viahility assunption in the neoclasica ecoromicswhen andyzing issuesin ©-
cidig and trandtion ecoromies,aswell asin developing courtries.
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Pdicy Inducement and the Intrinsic Ingability
in China’ s Securities Mar ket
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Unlike devieoped securities markets and emergng securities markets ,China’ s securities market has dud characters of trangtiona
ecoromy and neMy developing ecoromy. There are d particlar characteridics in financid sygems,participants’  behavior ,and
governmenta regulations. The intringc ingahility of securities markets is endogerous and periodic. Acoording to the gecific condi-
tionsdf China s securities market this article putsforward some relevant policy recommendations:to inplement hedge mechani sms
when the conditions are mature ,and to carry out credit securitis exchanges gradudly ;to widen dficient and ound financid avenu-
es;to cancd the time limitsof holding sock for three kinds of firms under proper conditions;and the Centrad Bank should change
the oontingent regulation policies into the rea-time ones based on rules to awoid illegd fund nmovement.
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