
 

 

The result of more saving and less consumption (lower time-preference) is enhanced investment, a non-Keynesian general 
outcome. In the stymied Keynesian case, fear overtakes trust, so some savings are not invested. But this occurs after a crisis-
downturn, unexplained by Keynes' theory. The operational rule is Austrian: economic stimulus follows from more saving, less 
consumption, and more productive effort. With lower consumption, resources are diverted to capital deepening, with lower 
interest rates, producing a higher growth path and higher long-run consumption. The striving to consume drives all economies, 
not the act of consuming, nor more current consumption with less saving. Poorer economies lack capital and production, not 
the propensity to consume. Production enables consumption─ (Say's Law). 
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Cycle Theory ABCT): 1920's boom

In contrast to (Keynesian-Cross
based) standard static circular
flow model, where expend-

itures may need supplemental fiscal stimulus to
match full employment income, the inter-temporal
dynamic model reveals how increased investment
maintains balance with more saving and less
consumption (resulting in future growth of flows).

(Inter-temporal)  C I R C U L A R  F L O W
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Capital formation extends (not necessarily prolongs) production s tructure or process, without Marxian or Keynesian 'glut'.           

Must see: Time and Money dynamic Power Points by Roger Garrison: http://www.auburn.edu/~garriro/tam.htm

With Increase in
Saving Rate

<—Flow unchanged—>

Has boom as normal, recessions as only lacking effective Low (r) policies stymie or misdirect recovery. Central



 


