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Risk , Fundamental Uncertainty,and Government Regulation

TANG Jijun GUO Yan-li
(China Center for Public Sector Economic Research, Jilin University, Changchun 130012, P. R. China;
International College of Business, Shenyang Normal University, Shenyang 110034, P. R. China)

Abstract: The traditional government regulation theory which is on the ergodicity hypothesis of
perfect rationality and rational expectations of the mainstream economics fails to see any market
failure and the effect of government regulation. So it just equals the risk to fundamental uncertainty
concepts and proposes actively free market. Those mainstream economics concepts do not work
anymore in the world full of ergodicity and uncertainty. Then, the Post Keynesian Economics
proposes non-ergodicity theory and creates a new theoretical model and government regulation under
uncertainty. It provides new principle for government regulation, that is, to decrease the
fundamental uncertainty and bridge the great gap between the economic theory and the real world,
which is of great guiding significance for the market economic system reform with Chinese

characteristics.
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