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Unbalanced System Change and Economic Growth: An Rent-seeking M odel
Shaoan Huang Jian Zhao
(Center for Economic Research, Shan Dong University, Jinan, China)

Abstract: This paper builds a rent-seeking model in an unbalanced system change where politica system remains stable but economic system is
in market-oriented reform, finding that when politicians control the redistribution power of resource, in the process of market liberaization, besides the
efficiency of political system, the exogenous market restraints such as market structure and demand elasticity also determine the firm’s optimal rent,
which leads to both rent dissipation and short-term economic growth. However, in Solow economy with rent dissipation, the growth that can’t
converge to balanced path for the sake of rent restrain, can be restricted in alower capital level. We try to research the reason of unbalanced system
change, suggesting the long-term economic growth depend on the harmony between political system and economic system.
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