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Fixed Capital, Accelerated Depreciation and Economic
Fluctuation Effects

L: Bangxi  Zhao Feng

Abstract; This notes present two propositions on fixed capital. The first one concerns extension
of the so-called Cambridge-equation. We start from the system of commodity production, in
which aged fixed capital is jointly produced. By eliminating aged fixed capital, we can establish
equilibria of production prices and the uniform growth path. With respect to gross profit,
i. e. the internal reserve, and the accumulation of capital from gross profit, we establish the
Cambridge equation. The second concerns accelerated depreciation of fixed capital. If
depreciation of fixed capital is made in a period shorter than its durability and depreciation is
reinvested for fixed capital at once, then the oscillation of capacity of the production process
concerned will have a larger spike, and thus the whole economic process will be disturbed har-
der than otherwise.

Key words: fixed capital, Cambridge equation, MERLKS Effect, accelerated depreciation
Author(s): Li Bangxi, Associate Professor & Doctoral Advisor of Institute of Economics,
School of Social Sciences, Tsinghua University; Zhao Feng., Associate Professor of School of

Economics, Renmin University of China.



