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The Necessary Premise of IS-LM Model: Effective Demand is Less Than Potential Demand---+-+
LiuWei  Zhou Jinlan
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Abstract: This paper argues that, the reference of effective demand whether or not enough is
potential demand. When effective demand is less than potential demand significantly, there is
premise of not enough effective demand, and the conclusion of IS-LM model is set up, the
derivative of positive economic policy is effective. At the same time, this paper makes a
preliminary definition about potential demand, and from the view of logic and history, we
discusses demonstration effect based on horizontal and vertical. At last, we judge that to the
countries of demand constraint under the economic situation, or negative seriously, or domestic
Gini coefficient is bigger, or there are gaps in economic development with the advanced countries,

potential demand is more than effective demand significantly, and positive economic policy is

effective.
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The Necessary Premise of 1S-LM Model: Effective Demand is Less Than Potential

Demand

Liu Wei Zhou Jinlan

Abstract: This paper argues that, the reference of effective demand whether or not enough is
potential demand. When effective demand is less than potential demand significantly, there is
premise of not enough effective demand, and the conclusion of IS-LM model is set up, the
derivative of positive economic policy is effective. At the same time, this paper makes a
preliminary definition about potential demand, and from the view of logic and history, we
discusses demonstration effect based on horizontal and vertical. At last, we judge that to the
countries of demand constraint under the economic situation, or negative seriously, or domestic
Gini coefficient is bigger, or there are gaps in economic development with the advanced countries,
potential demand is more than effective demand significantly, and positive economic policy is

effective.

Keywords: 1S-LM model, effective demand, potential demand, demand constraint under the

economic situation
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FORLRIE: © Mol CREARRLTD, BSEH1T 1936 4, 4 509, 513 Il; @B@@DE

BRik: (REZ TR, w50 HE 1929 IR, 5 422~442 T1; ©ZFF: (FIRRIERGD, # (AT
w53 & 71,

O FRE M (RERA LG TE), B EE 1945 ERR, 38 24 T,
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RIS 1922~1925 4 [A] N5 A 1 9 FH S H A 2 & I000 LA, T afe LA T|) 9 4 LN
B, TSR X A 4 [ [ RV 2 7 R SV A % I O A . R, FRATA IR E: —RH
N LS EOE A3 RN KT8 X P e MR 5 SR, AR A
BORK. Z AN EE AN, RATER 1923 8K, N 4.45 (L N®. XFE 1922~1925
) 2 [ ] RV 9 75 SR SN SR 4 B .

* 4 1922~1925 4 [a] 4= 5] [ R 78 9% 75 2R S0 L VAN TH
g P L PREHT K eI Ait
10368500 2741200000 640800000 1335000000 952300000 16037800000
1926 4F

PATEFZ N 6 DREALTE TR A, Prkil &t ol &6 2 1Rz, L34
I S RAZAF N B 2 A3t JsR NSRS B SO, A PR AS P2 X A 2
BTy BOA SR DAAH R RN RS, I AT AR 1926 4R NI 2EE 950
WS TR 2, BAMEE SN K AFFAEZER] (R 5).

#*5 1926 4 AL TG B S

s IR AVE R (OB
INEE £ K S5 BREHLT K I At
kg 5.00 26.64 5.11 6.67 461 8.18 51.21
kg 4.00 40.50 6.00 6.00 4.50 6.00 63.00
J6F 4.44 22.75 1.47 4.22 5.00 3.67 37.11
Jb-FxB4k 5.44 28.44 1.94 1.28 5.56 6.03 43.25
JbFEh L 3.52 29.94 3.59 2.05 3.71 7.31 46.60
b 4.58 31.55 3.03 3.33 5.01 1.38 44.30
1y 29.97 3.52 3.93 473 5.43 4757

PoRLRIE: O: (LT ARESHIRY % 7% 5 M; @The China year Book 1928 Ei; @ LiEH %gm: (5
—RPE AR, AP 1928 R, A 164 T @OF D (AL PRBIZ S K
FE), P55 ENA5MY 1928 SEAR, GF 64, 138 U; ©FddiAl: (AL PAEERZ ), brita i
JIT 1930 FEhi, 45 33 Uit

1926 F4x[E N1 S5 4.462 1 N°, VU ERPG ANBETE SO R LUREN L, RIfS
1926 -4 [HH 2 TR BB (R 6).

1927~1928 4

O R (P ERE )\ SRR DA S S SR AITTRY, (RTTRE) 56 24 % 18 5, ol K. (h
BT AL 5D, B (P EZ5F LHT) 1989 45 2 #.
2 R, TR WTET S, 5 24 T
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Y N E B AETE R A TR AL T REAR IS 6 A, B REA TR TR R, R LS
H PR O, KRB S EE A AN 9% RS T Bea, B ER kA
1927~1928 FF AIAETE R (R 1),

*6 1926 44 [E & ROVH 2 7 SR S A0 B TG
i KM ! BREHT K I At
13372614000 1570624000 1753566000 2110526000 2422866000 21225734000
*7 1927~1928 £ AN EIE S
o R LT ANER R GO
NIEE i KM 2zl BREHLT A5 &t
JbF 5.20 28.47 5.23 5.88 3.83 7.19 50.60
Wk 3.72 32.99 4.21 5.63 4.78 11.63 59.24
K 5.02 32.27 4.19 9.21 2.08 9.65 57.40
E B 6.00 27.99 2.48 3.09 3.26 3.62 40.44
R 4.30 30.58 2.99 6.95 6.31 2.64 49.47
JbF 4.10 29.91 2.40 4.83 6.09 8.22 51.45
1 30.38 3.58 5.93 4.39 7.15 51.43

BORLRIE: OFBEWER: CGE—XPEZFFFLE) 58 163 51 @MU . (b L ARE), JbFiaifd
Jir 1930 4Ef, 55 179 U1 @KRAHR 1930 423 7 17 H: @& 5. (e B iAe), hEARKY
HifRcH: 1986 4EFERR, 5 304~305 Ul; GisFtE: (REFZTAFEEFREZNND), | (LHgihF
Iy % 14 3°5; ©The Annuals of the American Academy of Political and Social Science,No.5, 1930.

RPN B S AR LIZ N A 4 N 1 B R4S I I 34 4 [ 9 2 =0 R . FRATT
FAEBGE 1927 5 1928 SEFAE N O K F IR S . 21 a4, Wi b [ e fh
11 1928 4F 4y 4.518 {2 N J9AREDC, X FE 1927~1928 44> [H [ [T 2 75 SR M43 8 fin:

*8 1927~1928 4= [ [H Ry 7% 75 R B 4 Hfi: T
g AR 2! PREHT K H i ait
13725684000 1617444000 2679174000 1983402000 3230370000 23236074000
1929 4F

TR FRIR A FEA VR A AT B AL 6 A, b A A b P 245 5 AR T B B DA%
B PR RN O, RTINS TSI, RIeH AR 1929 4 A A%
WSS T BEET (R 9).

TP L BEA I B M 5 2 AR LB RO RGE X, W KATN IR AT ) A8, #k

O (REXSANA SR D, Feol R (O NAERRRIED), TS ENIE PR 1953 SERR, O 14 T,
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RNBAE S e, ARAEREETEI. i, A TE=7r2—, RIEEHesE
Rl A D%, RIfSAEH 2R R A, 1929 FAaE N CH, AR E M
TG 4617 (LN, IXFE, REES Y 1929 4 fE RIE 2 R ok A% A BU A in R 10
B

%9 1929 “E NEJETHH IS
. TEER G O V)
UNEE¢ LS A il RRRET 2K AR &t

g 5.20 67.66 4.01 9.98 2.56 26.27 110.48
AL 6.00 40.67 1.92 4.00 1.30 3.85 51.74
X 5.20 31.29 6.58 5.15 5.93 4.96 53.91
g 4.42 54.76 5.25 4.01 2.69 18.00 84.71
P i 4.96 53.08 4.67 8.98 7.36 21.67 95.76
g 4.62 52.28 7.36 8.19 6.28 24.24 98.35
P8 49.96 4.97 6.72 4.35 16.50 82.50

BERERIR: Q@O ELEg: (G5 PR EIES), 6P RE AT 1932 Fi%, 5 200~201 71; @ [

b, 5167 T @ (LiER ST HIRY 5 2 % 4 W1, ©® LTS R ( LT LRSI,
A R 1934 SRR, 216 .

%10 1929 4 4[] [ F 51 2 75 R 24450 AT T
£ K Ll WREMT K RT3 it
15379227000 1528227000 2068416000 1338930000 5078700000 25393500000

1930 4F

REFZNFTEEAREIA 440 M LT T FIkE., & HMEK. Ead
FERERE X, DL 3 E4 E 30 b5t R ARE, X e URBUX 4 E
Ja R SRDL . 913 TR NS S, JATTRFEAS T2 4 5 AR SR DA BT RN
FIEENAS, SRS SRS 275K 1930 4 ABARIE 28 S A (3R 1),

O EARTGIAS, 5 14 T,

33



ChE TR 2 SR s &) 2015 45 1 )

* 1 1930 F AN¥EIE S

. FHER ANE R (T
NIEE T KR i BREHT K AT At
i 8.00 45.36 3.00 3.14 — 9.00 60.50
4:[¥ 30 4t 4.60 40.53 5.60 9.44 7.35 13.67 76.59
M 4.60 21.74 4.15 7.85 7.35 16.43 57.52
mAE 6.00 21.05 2.67 0.18 0.88 1.82 26.60
S8 32.20 3.86 5.15 3.86 10.23 55.30

FORERIR: OMIRE: (LgITRAGEMIL), ERRASGET SR O T (aE T LR LT
AP ES TR R ) (1930 42) B, @ (HUMITH T ANAFRLL), (IR F) 1930
F1H; @OEN: (EIERFRAH), GEaREikE) B85 1 0.

1930 fE4E AN O, WATE 1929 4 E A D, 4% 52K Je 480 51 ATl i1
1913~1923 SEHANA] N P43 K 1.4%ofF) EL R 4150 462346380 N©. IX#E, Fi4E A D45
Fe bl L8 N ARG S, BI78 1930 AE4 E M FH R aa (£ 12).

# 12 1930 4 [ [ RJH 9% 75 2R S 40 K. o
o K R A PRBHT K F=T5 a1t
14887553440 1784657027 2381083857 1784657027 4729803467 25567754810
1931~1936 4F

S 1) o B 2 7 SRS RATTANE 53 Al 5, >R P P L3 o LN 1931~1936
) Ao,

FATH LA 5545 Fohn DARE R, HESCH 1 A A [ 22 5 e J v o TR 0 1D P RSV 9 /e oK
EME A R AR P I 2% 75 SR AL S 5 KRR 0 fr, PRI, I3k 13:

#13 O R K 1485 (1887~1936)  Hif: {270 (1933 4E 1)
- R T8 9 T 2R 5% TN 25 S

KB e K il BREHLT K I
1887 131.94 — — — — —
1917 132.45 98.47 9.00 10.76 8.23 5.99
1922~1925 166.96 107.94 28.54 6.67 13.90 9.91
1926 216.53 136.41 16.02 17.88 21.52 24.70
1927~1928 224.96 132.89 15.66 2593 19.20 31.28
1929 238.25 144.29 14.34 19.40 12.56 47.64
1930 218.33 127.14 15.24 20.33 15.24 40.38

O ZAENDEUE T A T B AR  P AT, B8 4.389 14N R 4.89 {2\,
© # (PEITRETFFE ), 65 1977 i, 5 128 W.
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1931
1932
1933
1934
1935
1936

265.90
273.90
273.20
252.90
267.60
279.80

169.20
176.80
175.20
157.80
168.10
177.40

22.10
21.00
21.70
21.40
23.10
23.70

13.50
13.60
13.70
13.90
14.10
14.30

21.20
21.40
21.60
21.90
22.20
22.40

39.90
41.10
41.00
37.90
40.10
42.00
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