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Abstract

nisms. While price adjustment can be regarded as a stabilizing mechanism, are there mechanisms that

{

Westrdy economic fluctuation and business cycles from a perspective of stabilizing and destabilizing

ilize an economy? We find that as early as in 1939, Harrod discussed a destabilizing mechanism---the

ﬁrm's adjustment of its investment---illustrated in his knife-edge puzzle. We construct a macro-dynamic
I




