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Objectives of the lecture

* To demonstrate the consolidation of neoclassical
economic theory in Europe and America in the first
decades after the marginal revolution

* To show the specific forms 1n which neoclassical
theory developed 1n different countries, particularly in
the European Union and in the European Union.

* To in the United Kingdom, the United States, Italy,
Sweden and Austria
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1 EUROPE BEFORE THE WAR 9

What an extraordinary episode in the economic
progress of man that age was which came to an
end in August 1914! The greater part of the
population, it is true, worked hard and lived
at a low standard of comfort, yet were, to all
appearances, reasonably contented with this, lot.
But escape was possible, for any man of capacity or
character at all exceeding the average, into the
middle and upper classes, for whom life offered, at
a low cost and with the least trouble, conveniences,
comforts, and amenities beyond the coropass of the
richest and most powerful monarchs of other ages.
The inhabitant of London could order by telephone,
sipping his morning tea in bed, the various products
of the whole earth, in such quantity as he might
see fit, and reasonably expect their early delivery
upon his doorstep; he could at the same moment
and by the same means adventure his wealth in the
natural resources and new enterprises of any quarter
of the world, and share, without exertion or even
trouble, in their prospective fruits and advantages;
or he could decide to couple the security of his
fortur_ue;a with the good faith of the townspeople of
any substantial municipality in any continent that
fancy or information might recommend. He could
secure forthwith, if he wished it, cheap and comfort-
able means of transit to any country or climate
without passport or other formality, could despatch
his servant to the neighbouring office of a bank for
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lo THE ECONOMIC CONSEQUENCES OF THE FPEACE  CH.

such supply of the precious metals as might seem
convenient, and could then proceed abroad to foreign
quarters, without knowledge of their religion, lan-
guage, or customs, bearing coined wealth upon his
person, and would consider himself greatly aggrieved
and much surprised at the least interference. [But,
most important of all, he regarded this state of
affairs asCnormal, certain, and permanent}except in
the direction of further improvement, and any devia-
_tion from it as aberrant, scandalous, and avoidable,

* The projects and polities of militarism and imperial-

ism, of racial and cultural rivalries, of monopolies,
restrictions, and exclusion, which were to play the
serpent to this paradise, were little more than the
amusements of his daily newspaper, and appeared to
exercise almost no influence at all on the ordinary
course of social and economic life, the international-
isation of which was nearly complete in practice.

THE ECONOMIC
CONSEQUENCES OF
THE PEACE

BY

JOHN MAYNARD KEYNES, CB.

FELLOW OF KING'S COLLEGE, CAMBRI DGE



Neoclassical economics
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Neoclassical economics

This revision of the cost-of-production doctrine whereby
it takes the form of a law of reciprocal demand is in good
part effected by a consistent reduction of cost to terms of
sacrifice,— a reduction more consistently carried through
by Cairnes than it had been by earlier hedonists, and ex-
tended by Cairnes’s successors with even more far-reaching
results. By this step the doctrine of cost is not only
brought into closer accord with the neo-hedonistic prem-
ises, in that it in a greater degree throws the stress upon
the factor of personal discrimination, but it also gives the
doctrine a more general bearing upon economic conduct
and increases its serviceability as a cowmprehensive prin-
ciple for the classification of economic phenomena. In the
further elaboration of the hedonistic theory of value at
the hands of Jevons and the Austrians the same principle
of sacrifice comes to serve as the chief ground of pro-
cedure.

Of the foundations of later theory, in so far as the postu-
lates of later ecomomists differ characteristically from
those of Mill and Cairnes, little can be said in this place.
Nothing but the very general features of the later develop-
ment can be taken up; and even these general features of
the existing theoretic situation can not be handled with
the same confidence as the corresponding features of
a past phase of speculation. With respect to writers of
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the present or the more recent past the work of natural
selection, as between variants of scientific aim and animus
and between more or less divergent points of view, has
not yet taken place; and it would be over-hazardous to
attempt an anticipation of the results of the selection that
lies in great part yet in the future. As regards the
directions of theoretical work suggested by the names of
Professor Marshall, Mr. Cannan, Professor Clark, Mr.
Pierson, Professor Loria, Professor Schmoller, the Aus-
trian group,—no off-hand decision is admissible as be-
tween these candidates for the honor, or, better, for the
work, of continuing the main current of economic spec-
ulation and inquiry. No attempt will here be made
even to pass a verdict on the relative claims of the
recognized two or three main *schools” of theory, be-
yond the somewhat obvious finding that, for the purpose
in hand, the so-called Austrian school is scarcely dis-
tinguishable from the neo-classical, unless it be in the
different distribution of emphasis. The divergence be-
tween the modernized classical views, on the one hand,
and the historieal and Marxist schools, on the other hand, is
wider,— so much so, indeed, as to bar out a consideration
of the postulates of the latter under the same head of in-
quiry with the former. The inquiry, therefore, confines
itself to the one line standing most obviously in unbroken
continuity with that body of classical economics whose
life history has been traced in outline above. And, even
for this phase of modernized classical economics, it seems
necessary to limit discussion, for the present, to a single
strain, selected as standing peculiarly close to the classical
source, at the same time that it shows unmistakable
adaptation to the later habits of thought and methods of
knowledge.



United Kingdom
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Alfred Marshall (1842-1924)

Alfred Marshall, First professor of
political economy and first principal
of University College Bristol

Photo: University of Bristol Library, by Walter Stoneman
Special Collections

platinum print, 1917, NPG ALTHED MATSIIALL Test
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1913, (In the Tyrol) 1909,
ALFRED MARSHALL.
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Alfred Marshall (1842-1924)

1865 Cambridge Mathematical Tripos
Fellow St John’s College
1868 College Lecturer in Moral Sciences

1879 Economics of Industry with Mary Paley Mary Paley
1879-1881 Professor of Political Economy & Marshall
Principal at University College Bristol (1850-1944)

1884 Cambridge Professor of Political Economy
1890 Principles of Economics

1919 Industry and Trade

1923 Money, Credit and Commerce

Royal Economic Society
Women and University
Economics Tripos

St John’s College, Cambridge
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Alfred Marshall (1842-1924)

THE THE PURE THEORY OF

FOREIGN TRADE
ECONOMICS OF INDUSTRY
THE PURE THEORY OF

DOMESTIC VALUES

BY :by
ALFRED MARSHALL, '

PRINCIFAL OF UMNIVERSITY COLLEGE, RRISTOL;

SRS Alfred Marshall
AND

MARY PALEY MARSHALL, E

LATE LECTURER AT WEWNHAM HALL, 'CAMBRIDGE. .

‘Honhon:
'MACMILLAN AND CO.

1879

- [ 7he Right of Translation is reserris] .~

Man

THE LONDON §CHOOL
OF ECONOMICS AND POLITICAL SCIENCE
(Unsversi$y of London)

HOUGHTON STREET, LONDON, w.c2

1879
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Alfred Marshall (1842-1924)

PRINCIPLES

ECONOMICS

BY

ALFRED MARSHALL,

Natura mon facit saltum.

Aonhon :
MACMILLAN AND CO.
AND NEW YORE.

1880

(41 Rights reserved]

1890
15t edition
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PRINCIPLES

OF

ECONOMICS

An introductory volume

BY
ALFRED MARSHALL

EIGHTH EDHTION

[ wlum ¢
Matera M‘:?’;HI .1? Lal

e

MACMILLAN AND CO., LIMITED
5T MARTINS STREET, LONDON

1920
8th edition

14



Alfred Marshall (1842-1924)

INDUSTRY AND TRADE

A study of industrial technique and business
organization ; and of their influences on the
conditions of various classes and nations

BY
ALFRED MARSHALL

The many in the one, the one in the many

MACMILLAN AND CO. LIMITED
ST MARTIN'S STREET, LONDON

1919 1923
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Alfred Marshall (1842-1924)

It will be my most cherished ambition, my highest endeavour,
to do what with my poor ability and my limited strength I may,
to increase the numbers of those, whom Cambridge, the great
mother of strong men, sends out into the world with cool heads
but warm hearts, willing to give some at least of their best
powers to grappling with the social suffering around them;
resolved not to rest content till they have done what in them
lies to discover how far it is possible to open up to all the material
means of a refined and noble life.

VI
THE PRESENT POSITION OF ECONOMICS (1885)!

1 An inaugural lecture given by Professor Marshall after election to the professorshi
at Cambridge in 1885 in succession to Professor Faweett. P
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Alfred Marshall (1842-1924)

PRINCIPLES
Equilibrium between supply and demand

oF

ECONOMICS

Economic realism: A theory useful to laymen

BY

ALFRED \MARSHALL,

, _ Olive branch to the classics
_vec

Natura mon facit saltum,

‘Lombon :
MACMILLAN AND CO.
AND KEW YORE.

1890

(41 Rights reserved)
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Alfred Marshall (1842-1924

PRINCIPLES

oF

ECONOMICS

BY

ALFRED \MARSHALL,

FROFESSOR OF FOLITICAL ECONONT IN THE UNIVERAITY OF CAMBRIDOR

FELLOW OF #T JONN'S COLLEOE, CAMBAITOR |
BOMETINE FELLOW GF BALLIGL COLLEOE, GEFURD.

)ofl

Natura mon facit saltum,

‘Lombon :
MACMILLAN AND CO.
AND KEW YORE.

1890

(41 Rights reserved)

BOOK L

PRELIMINARY SURVEY.

CHAPTER L
INTRODUCTION.

§1. PorrricaL EcoNoxy, or EcoNoMics, is a study of soox1
man’s actions in the ordinary business of life; it inquires “%

how he gets his income and how he uses it. Thus it is on Feonomics
O O

the one side a study of wealth and on the other, a more im- sideastody
portant side, a part of the study of man. For man’s character of wealth
has been moulded by his every-day work, and by the material JiU¢TE
resources which he thereby procures, more than by any other the study
influence unless it be that of his religious ideals. In fact the The
two great forming agencies of the world's history have been the warid
the religious and the economic. Here and there the ardour of 1% 1" te
the military or the artistic spirit has been for a while pre- stapet by
dominant: but religious and economie influences have no-and
where been displaced from the front rank even for a time ; forces.
and they have nearly always been more important than all '
others put together. Religious motives are more intense
than economie ; but their direct action seldom extends over so
large a part of life. For the business by which a person Man's
earns his livelihood generally fills his thoughts during by far M!
the greater part of those hours in which his mind is at its bis daily
best ; during them his character is being formed by the
way in which he uses his faculties in his work, by the
thoughts and the feelings which it suggests, and by his

M. 1
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Alfred Marshall (1842-1924)

503

V, xzv, 5

Ricardo’s theory of cost of production in relation to value fﬂ?ﬂi’?
occupies so important a place in the history of economics that value.
any misunderstanding as to its real character must necessarily
be very mischievous; and unfortunately it is so expressed as
almost to invite misunderstanding. In consequence there is
a widely spread belief that it has needed to be reconstructed
by the present generation of economists. Cause is shown in
Appendix I for not accepting t]]i? opinion; and for holding Pace Jevons, Marshall
on the contrary that the foundations of the theory as they ,
were left by Ricardo remain intact; that much has been does not think that
added to them, and that very much has been built upon Ricardo was wrong
them, but that little has been taken from them. It is
there argued that he knew that demand played an essential
part in governing value, but that he regarded its action as
less obscure than that of cost of production, and therefore
passed it lightly over in the notes which he made for the
use of his friends, and himself; for he never essayed to
write & formal treatise: also that he regarded cost of
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Alfred Marshall (1842-1924)

Role of mathematics

In contrast, we have the famous letter to Arthur Bowley of 27 February
1906:

But | know I had a growing feeling in the later years of my work at the
subject that a good mathematical theorem dealing with economic hy-
pothesis was very unlikely to be good economics: and I went more and
more on the rules—(1) use mathematics as a short hand language,
rather than as an engine of inquiry. (2) Keep to them till you have
done, (3) Translate into English. (4) Then illustrate by examples that
are important in real life. (5) Burn the mathematics. (6) If you can't
succeed in four, burn three. This last I did often. . . . I think you should
do all you can to prevent people from using mathematics in cases in
which the English language is as short as the mathematical. (Groene-
wegen 1995, 413)
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Although Marshall was a great
mathematician, he did not believe
that mathematics has a dominant
role in economic theory
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Alfred Marshall (1842-1924)

MATHEMATICAL APPENDIX,

Nore L (p. 93). The law of diminution of marginal utility may be
expressed thus:—If u be the total utility of an amount x of & commodity
to a given person at & given time, then marginal utdity 13 measured by
%’.Ex; while g measures the marginal degree of utility. Jevons and
some other writers use “Fipal utility” to indicate what Jevons elsewhere
calls Final degree of utility. There is room for doubé as to which mode of
expression 18 the more convenient: no guestion of principle is involved in
the decision. Subject to the qualifications mentioned in the text g is
always negative.

Nore IL (p. 96). If m is the amount of money or general purchasing
power at a person’s disposal at any time, and u represents its total utility
to him, then c%@ representa the marginal degree of utility of money to him.

If p is the price which he is just willing to pay for an amount z of the
commodity which gives him a total pleasure u, then

du dp dp _ du

If p’ is the price which be is just willing to pay for an amount z* of
afother commodity, which affords him a total pleasure u’, then
b dy v
dm'ds ~ dz’’

and therefore

The Mathematical Appendix:
Principles of Economics
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Alfred Marshall (1842-1924)

Figures relegated to footnotes

The famous Marshallian

L o o L o o ¥

outrun the difficulties of some very real and practical problems Cross: e qulhbrlum of suppl

of value. Forindeed the demand and supply schedules do not | y
¥ Compare V. 1. 1. To represgnt the equilibrium of demand and supply and demand' NOte the

geometrically we may draw the demand and supply curves together as in Fig. 19,

I then OR represcnts the rate st which production is being actually carried on, reversal of axes

and Rd the demand price is greater than Rs the supply D

price, the production is exceptionally profitable, and will v Tig. 19.

be increased. R, the amount-inder, 23 we may call it,

will move to the right. On the other hand, if Rd is less

than Bs, R will move to the left. I Rd is equal to Rs,

that is, of B is vertically under a pont of intersection of

the curves, demand and supply sre in equilibrium,
This may be taken as the typical diagram for stable

equilibrium for & commodity that obeys the law of

diminishing return. But if we had made 88" a hori- )

zontal straight line, we should have represented the

case of “constant return,” in which the supply price 18 the same for all amounts

of the commodity. And if we had made 83" inclined negatively, but less steeply 346

than DD’ (the necessity for this eondition will appear more fully later on), we

should have got 3 case of stable equilibrium for a commodity which obeys the law

of increasing return. In either case the above reasoning remains unchanged V, m, 6.

without the alteration of a word or a letter; but the last case introduces difficultie:

which we bave arranged to postpone.
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Alfred Marshall (1842-1924)

The demand curve is derived from the constant marginal utility of money
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Alfred Marshall (1842-1924)

Application of the equi-marginal principle

CHAPTER IL

TEMPORARY EQUILIBRIUM OF DEMAND AND SUFPPLY.

§ 1. THE simplest case of balance or equilibrium between V.m, 1. The boy in the forest
desire and effort is found when a person satisfies one of his A simple stops picking
wants by his own direct work. When a boy picks black- :;:,ﬁ:'g“;,;;f, blackberries when
bexries for his own eating, the action of picking is probably jet™een the marginal fatigue
itself pleasurable for a while; and for some time longer the efort. from picking equals
pleasure of eating is more than enough to repay the trouble the pleasure of the
of picking. But after he has eaten a good deal, the desire marginal blackberry

for more diminishes; while the task of picking begins to
cause weariness, which may indeed be a feeling of monotony
rather than of fatigue. Equilibrium 18 reached when at last
his eagerness to play and his disinclination for the work of
picking counterbalance the desire for eating. The satisfaction
which he can get from picking fruit has arrived at its mazi-
mum: for up to that time every fresh picking has added more
to his pleasure than it has taken away; and after that time
any further picking would take away from his pleasure more
than it would add*.
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Alfred Marshall (1842-1924)

From a purely subjective theory of value to a theory of supply and demand

equilibrium at normal prices.

Utility 1s mainly relevant for the consumer surplus

Elasticity of demand

And as with the demand of one person so with that of
& whole market. And we may say generally:—The elasticity
(or responsiveness) of demand in a market is great or small
according as the amount demanded increases much or little
for a given fall in price, and diminishes much or little for
a given rise in pricel.
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(]
Fig. (10).
-]
[Ana
e o

o M H =

The excess of the price which he would be
willing to pay rather than go without the thing, over that
which he actually does pay, is the economic measure of this
surplus satisfaction. It may be called consumer’s surplus.
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Alfred Marshall (1842-1924)

Other things being equal
Ceteris paribus
Partial equilibrium
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Alfred Marshall (1842-1924)

RELATIONS OF ECONOMICS TO NATURAL SCIENCES 773 PP ¢, 3.

§ 3. The function then of analysis and deduction in economics is Thak E
wWOrk O

not to forge a few long chains of reasoning, but to forge rightly many .po)o0e
short chains and single connecting links. This however is no trivial and
task. If the economist reasons rapidly and with a light heart, he is %Efpmh_:f
apt to make bad connections at every turn of his work. He needs to twon and
make careful use of analysis and deduction, because only by their aid 1;:',':‘1:;;““
can he select the right facts, group them rightly, and make them same
serviceable for suggestions in thought and guidance in practice; nnd?ﬁ.?;ﬁ“
because, a8 surely as every deduction must rest on the basis of induc- directions.
tions, so surely does every inductive process involve and include

analysis and deduction. Or to put the same thing in another way the
explanation of the past and the prediction of the future are not
different operations, but the same worked in opposite directions, the

one from effect to cause, the other from cause to effect. As Schmoller

well says, to obtain “a knowledge of individual causes” we need
“induction; the final conclusion of which is indeed nothing but the
inversion of the syllogism which is employed in deduction....Indnetion

and deduction rest on the same tendencies, the same belefs, the same

needs of our reason.”
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Alfred Marshall (1842-1924)

Nore XIV.

General
Equilibrium

- -——— - ——

It would be possible to extend the scope of such systems of equations as
we have been considering, and to increase their detail, until they embraced
within themselves the whole of the demand side of the problem of
distribution. But while a mathematical illustration of the mode of action
of a definite set of causes may be complete in itself, and strictly accurate
within its clearly defined limits, it is otherwise with any attempt to grasp
the whole of a complex problem of real life, or even any considerable part of
it, in & series of equations. For many important considerations, especially
those connecied with the manifold influences of the element of time, do not
lend themselves easily to mathematical expression: they must either be
omitted altogether, or clipped and pruned till they resemble the conventional
birds and animals of decorative art. And hence arises a tendency towards
sasigning wrong proportions to economic forces; those elements being most
emphasized which lend themeelves most easily to analytical methods. No
doubt this danger is inherent in every application not only of mathematical
analysis, but of snalysis of any kind, to the problems of real life. It is &

danger which more than any other the economist must have in mind at
avery turn. But to avoid it altogether, would be to abandon the chief
means of ascientific progress: and in discussions written specially for
mathematieal readers it is no doubt right to be very bold in the search
for wide generalizations.

NJ Theocarakis UoA: The consolidation of neoclassical economics
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Alfred Marshall (1842-1924)

Thera is
no sharp
divimion
batweaen
long and
short
periods.

Classifi-
cation of
problema
of value
Dariods to
a
which they
refer.

§ 8. Of course there is no hard and sharp line of division
between “long” and “short” periods. Nature has drawn no
such lines in the economic conditions of actual life; and in
dealing with practical problems they are not wanted. Just
as we contrast civilized with uncivilized races, and establish
many general propositions about either group, though no
hard and fast division can be drawn between the two; so we
contrast long and short periods without attempting any rigid
demarcation between them. If it is necessary for the pur-
poses of any particular argument to divide one case sharply
from the other, it can be done by a special interpretation
clause: but the occasions on which this is necessary are
neither frequent nor important.

Four classes stand out. In each, price is governed by
the relations between demand and supply. As regards
market prices, Supply is taken to mean the stock of the
commodity in question which is on hand, or at all events “in

Time periods in economic analysis: Four classes

NJ Theocarakis UoA: The consolidation of neoclassical economics
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Alfred Marshall (1842-1924)

LONG AND SHORT PERIODS 379

sight.” As regards normal prices, when the term Normal is v, v,s.
taken to relate to short periods of a few months or a year, =~
Supply means broadly what can be produced for the price

in question with the existing stock of plant, personal and
impersonal, in the given time. As regards mormal prices,

when the term Normal is to refer to long periods of several

years, Supply means what can be produced by plant, which

itself can be remuneratively produced and applied within the

given time; while lastly, there are very gradual or Secular
movements of normal price, caused by the gradual growth

of knowledge, of population and of capital, and the changing
conditions of demand and supply from one generation to
another?,

Market, Short-run, Long-run, Secular
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Alfred Marshall (1842-1924)

D S
P Walras
Marshall
D
S
q

In Walras the return to the equilibrium point is through a change in prices, in
Marshall through a change in quantities which are the independent variable,
hence the demand and supply curves have quantities on the horizontal axis and
prices on the vertical.
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Alfred Marshall (1842-1924)

We might as reasonably dispute whethey it is the upper
or the under blade of a pair of scissors that cuts a piece of
paper, a8 whether value is governed by utility or cost of
production. It is true that when one blade is held still,
and the cutting is effected by moving the other, we may say
with careless brevity that the cutting is done by the second;
but the statement is not strictly accurate, and is to be
excused only so long as it claims to be merely a popular and
not a strictly scientific account of what happens.

NJ Theocarakis UoA: The consolidation of neoclassical economics
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Alfred Marshall (1842-1924)

* Increasing returns to scale
* Internal
* External

* Representative firm

* Biological metaphors
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Alfred Marshall (1842-1924)

A sum- Looking more closely at the economies arising from an

aluwr increase in the scale of production of any kind of goods, we

chaptersof £,,nd that they fell into two classes—those dependent on the
general development of the industry, and those dependent on
the resources of the individual houses of business engaged
in it and the efficiency of their management; that is, into
exiernal and internal economies.

NJ Theocarakis UoA: The consolidation of neoclassical economics
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But here we may read a lesson from the young trees of
the forest as they struggle upwards through the benumbing
shade of their older rivals. Many succumb on the way, and
a few only survive; those few become stronger with every year,

NJ Theocarakis UoA: The consolidation of neoclassical economics

they get a larger share of light and air with every increase of
their height, and at last in their turn they tower above their
neighbours, and seem as though they would grow on for ever,
and for ever become stronger as they grow. But they do not.
One tree will last longer in full vigour and attain a greater
gize than another; but sooner or later age tells on them
all. Though the taller ones have a better access to light
and air than their rivals, they gradually lose vitality; and
one after another they give place to others, which, though of
less material strength, have on their side the vigour of youth.

And as with the growth of trees, so was it with the growth
of businesses as a general rule before the great recent
development of vast joint-stock companies, which often
stagnate, but do not readily die. Now that rule is far from
universal, but it still holds in many industries and trades.
Nature still presses on the private business by limiting the
length of the life of its original founders, and by limiting
even more narrowly that part of their lives in which their
faculties retain full vigour. And so, after a while, the
guidance of the business falls into the hands of people with
less energy and less creative genius, if not with less active
interest in its prosperity. If it is turned into a joint-stock
company, it may retain the advantages of division of labour,
of specialized skill and machinery: it may even increase them
by a further increase of its capital; and under favourable
conditions it may secure & permanent and prominent place
in the work of production. But it is likely to have lost so
much of its elasticity and progressive force, that the advan-
tages are no longer exclusively on its side in its competition
with younger and smaller rivals,
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APTER Chapter IV. Demand and SBupply in relation to Labour. Eeal and
CE ﬂ Nominal Barnings. § 1. Competition tends to make weekly wages in

. similar employments not equal, but proportionate to the eficiency of the
workers. Time-earnings. Payment by Plecowork. Eficiency-earnings.
JOINT AND COMPOBITE DEMAND: JOINT AND COMPOSITE Time-earnings do not tend to equality but efficiency-earnings do. §§2, B.

Real wages and Nominal wages. Allowanee must be made for variations
in the purchasing power of money, with epecial reference to the consump-
tion of the grade of labour coneerned; and for trade expenses and all inei-
dental sdvantages and disadventages. § 4. Wages partly paid in kind.

BOOK ¥. § 1_ THE demand for Prodﬂﬁﬂﬁ* gmds. or gﬁoda of the 5. The Truck eystem. § 6. Uncertainty of suceess and irregularity of
% " gecond and higher orders, as we have termed them, is

Derived  jndirect ; it is derived from the demand for consumers’ goods,

and joint  of goods of the first order, towards the production of which

they contribute ; or, in other words, the demands for all the ' '

various factors of production of a finished commodity are

SUPPLY.

joined together in the JoINT DEMAND for it. Thus the
demand for beer is direct, and is a joint demand for hops,

malt, brewers’ labour, and the other factors of production of CONTENTS. XXV
beer: md t'he dem for any one ﬂf them i“ an indi b employment. § 7. Supplementary earnings. Family earnings. § 8.
demand derived from that for beer. Again there is a direct The sttractiveness of a trade doss not depend merely on its money-
. I E . . . earnings, but its Net Adventages, Influence of individual and national
Gommand for the Iabons of a1l the vasious' beikding. roden S
ETHA 2] ar of all & Varioua UL

. . g ©s, Chapter V. Demand and Supply in relation to Labour, continued.
and for bricks, stone, wood, ete., which are factors of pro- §1. The importance of many peculiarities in the action of demand and
= BEH : supply with regard to labour depends much on the eamunlati w6 of their
duction of building work of all kinds, or as we may say for effects ; thus resembling the inflnence of castom. §§ 2—4. First pecalisrity
ahmem’ of new houses. But the demand for any one of the worker sells his work, but he himself has no price. Consequently the
. . investment of eapital in him is limited by the means, the fore.thonght, and
these, as for instance the labour of plasterers, is only an the nnselfishness of his parents. Importsncs of a stazs in life. Influence
& H of moral forees. §5. Becond peculisrity. The worker inseparable from his
l].'l.dll'l’.'ct dan.nd. . ) work. §6. Third and fourth pecoliarities. Labour is perishable, and the
m:uu-?.tim Let us take an illustration from a class of events that are sellers of it are often at & disadvantage in bargaining . pp. 587—508
M toa™ of frequent occurrence in the labour market ; the period over Chapter VL. Demand and Supply in relation to Labour, continued.

distmte in . . . . §1 The &fth peculiarity of labour consists in the great length of ti
th:p';:ujjd. which the disturbance extends being short, and the causes of mqui.redelm' pf:vc?dius wdditions] n?p;?:; of np;igﬁ:ed ability. gmslae
ing trade. which we have to take account as rﬂndjugﬁng demand and Parents in choosing trades for their children must look forward a whole
; .. generation ; difficnlties of forecasting the futore. § 3. Movements of
supply being only such as are able to operate within that adult labour are of increasing importance in eonsequenee of the growing
]:I. l'tu .'Dd.. demand for general ability. § 4. Résumé of the distinetion between
sho PE]"]. long and short periods with reference to normal value. § 5. The Quasi-

rent of labour is seen most clearly in the case of independent handi-
crafis-men ; but it can also be traced under the modern system of industry,
8§ 6, 7. In estimating the Quagi-rent of the labourer’s akill, account must
‘be taken not only of his wear and tear, but also of his fatigne, §8 The
extra income earned by nateral abilities may be regarded ne a rent, when
we are considering the sources of the incomes of individuals, but not with
reference to the normal earnings of a trade . . . pp. 599010
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Alfred Marshall (1842-1924)

In another respect the diversity of his nature was pure advan-
tage. The study of economics does not seem to require any
specialised gifts of an unusually high order. Is it not, intel-
lectually regarded, a very easy subject compared with the higher
branches of philosophy and pure science? Yet good, or even
competent, economists are the rarest of birds. An easy subject,

? Professor Planck of Berlin, the famous originator of the Quantum Theory,
once remarked to me that in early life he had thought of studying economies,
but had found it too difficult ! Professor Planck could easily master the whole
corpus of mathematical economics in a few days. He did not mean that! But
the amalgam of logic and intuition and the wide knowledge of facts, most of which
are not precise, which is required for economic interpretation in its highest form,
is, quite truly, overwhelmingly difficult for those whose gift mainly consists in
the power to imagine and pursue to their furthest points the implications and
prior conditions of comparatively simple facts which are known with a high
degree of precision.

THE ECONOMIC JOURNAL
SEPTEMBER, 1924

ALFRED MARSHALL, 1842-19241}

J. M. KEYNES

NJ Theocarakis UoA: The consolidation of neoclassical economics

at which very few excel! The paradox finds its explanation,
perhaps, in that the master-economist must possess a rare com-
bination of gifts. He must reach a high standard in several
different directions and must combine talents not often found
together. He must be mathematician, historian, statesman,
philosopher—in some degree. He must understand symbols
and speak in words. He must contemplate the particular in
terms of the general, and touch abstract and concrete in the same
flight of thought. He must study the present in the light of
the past for the purposes of the future. No part of man’s nature
or his institutions must lie entirely outside his regard. He must
be purposeful and disinterested in a simultaneous mood; as
aloof and incorruptible as an artist, yet sometimes as near the earth
as a politician. Much, but not all, of this ideal many-sidedness
Marshall possessed. But chiefly his mixed training and divided
nature furnished him with the most essential and fundamental
of the economist’s necessary gifts—he was conspicuously historian
and mathematician, a dealer in the particular and the general,
the temporal and the eternal, at the same time.
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Francis Ysidro Edgeworth (1845-1926)

by Walter Stoneman, bromide print,
1917, NPG
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Francis Ysidro Edgeworth (1845-1926)

wick in Mind for 1877. Edgeworth’s peculiarities of style, his
brilliance of phrasing, his obscurity of connection, his incon-
clusiveness of aim, his restlessness of direction, his courtesy, his
caution, his shrewdness, his wit, his subtlety, his learning, his
reserve—all are there full-grown. Quotations from the Greek
tread on the heels of the Differential Calculus, and the philistine
reader can scarcely tell whether it is a line of Homer or a
mathematical abstraction which is in course of integration. The

It is narrated that in his boyhood at Edgeworthstown he
would read Homer seated aloft in a heron’s nest. So, as it were,

he dwelt always, not too much concerned with the earth.
J. M. KEYNES

140 THE ECONOMIC JOURNAL [MARCH

OBITUARY

Frawncis Ysipro EDGEWORTH
1845-1926
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Francis Ysidro Edgeworth (1845-1926)

MATHEMATICAL PSYCHICS
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THE MORAL SCIENCES

& BY
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BARRISTER-AT-LAW
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Francis Ysidro Edgeworth (1845-1926)

ECONOMICAL CALCULUS.

DeriNiTions.—The first principle of Economics? is
that every agent is actuated only by self-interest. The
workings of this principle may be viewed under two
aspects, according as the agent acts withowt, or with, the

consent of others aflected by his actions. In wide

senses, the first species of action may be called w..7 ; the
second, contract.

The field of competition with reference to a contract,
or contracts, under consideration consists of all the
individuals who are willing and able to recontract about
the articles under consideration.
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MATHEMATICAL PSYCHICS
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Francis Ysidro Edgeworth (1845-1926)

There is free communication throughout a normal
competitive field. You might suppose the constituent
individuals collected at a point, or connected by tele-
phones—an ideal supposition, but sufliciently approxi-
mate to existence or tendency for the purposes of
abstract science.

A perfect field of competition professes in addition
certain properties peculiarly favourable to mathematical
calculation ; namely, a certain indefinite multiplicity and
dividedness, analogous to that infinity and infinitesimality
which facilitate so large a portion of Mathematical
Physics (consider the theory of Atoms, and all applica-
tions of the Differential Calculus). The conditions of
a perfect field are four; the first pair referrible’ to the
heading muliiplicity or continuity, the second to drvided-
ness or flnidity.

[. Any individual is free to recontract with any out
of an indefinite number, e.g., in the last example there
are an indefinite number of Xs and similarly of Ys.

IT. Any individual is free to contract (at the same
time) with an indefinite number ; e.g., any X (and simi-
larly Y) may deal with any number of Ys. This con-
dition combined with the first appears to involve
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Francis Ysidro Edgeworth (1845-1926)

the indefinite divisibility of ! each article of contract
(1f any X deal with an indefinite number of Ys he must
give each an indefinitely small portion of z); which
might be erected into a separate condition.

III. Any individual is free to recontract with another
independently of, without the consent being required of,
any third party, e.g., there is among the Ys (and simi-
larly among the Xs) no combination or precontract be-
tween two or more contractors that none of them will
recontract without the consent of all. Any Y then may
accept the offer of any X irrespectively of other Ys.

IV. Any individual is free to contract with another
independently of a third party ; e.g., in simple exchange
each contract is between two only, but secus in the
entangled contract described in the example (p. 17),
where it may be a condition of production that there
should be three at least to each bargain.
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Francis Ysidro Edgeworth (1845-1926)

There will be observed a certain similarity between
the relation of the first to the second condition, and
that of the third to the fourth. The failure of the first
immvolves the faillure of the second, but not wvice versd ;
and the third and fourth are similarly related.

A settlement 1s a contract which cannot be varied
with the consent of all the parties to it.

A final settlement is a settlement which cannot be
varied by recontract within the field of competition.

Contract is indeterminate when there are an indefinite .
number of final settlements.
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Francis Ysidro Edgeworth (1845-1926)

The PROBLEM to which attention is specially directed
in this introductory summary is: How far contract is
indeterminate—an inquiry of more than theoretical im- Line Of indiﬁference
portance, if it show not only that indeterminateness
tends to prevent widely, but also in what direction an
escape from its evils is to be sought.

DevonsTRATIONS.'—The general answer is—(a) Con-
tract without competition is indeterminate, () Contract
with perfect competition is perfectly determinate, (y)
Contract with more or less perfect competition is less or
more indeterminate.

And it is to be observed, in passing, that the direction in
which X will prefer to move, the line of force or line of
preference, as it may be termed, is perpendicular to the
line of indifference. Similar remarks apply to II. If
then we enquire in what directions X and Y will con-
sent to move fogether, the answer is, in any direction
between their respective lines of indifference, in a direc-
tion positive as it may be called for doth. At what
point then will they refuse to move at all? When their
lines of indifference are coincident (and lines of preference
not only coincident, but in opposite directions) ; whereof
the necessary {but not sufficient) condition is

%) (i)~ @) (@) = o
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To original Edgeworth box

It is not necessary for the purpose of the present
study to carry the analysis further. To gather up and
fix our thoughts, let us imagine a simple case—Robinson
Crusoe contracting with Friday. The articles of contract :
wages to be given by the white, labour to be given by the
black. Let Robinson Crusoe =X. Represent y, the labour
given by Friday, by a horizontal line measured north-
ward from an assumed point, and measure #, the remu-
neration given by Crusoe, from the same point along
an eastward line (See accompanying figure 1.). Then

Fie. 1.

X

any point between these lines represents a contract. It
will very generally be the interest of both parties to
vary the articles of any contract taken at random. But
there is a class of contracts to the variation of which
the consent of both parties cannot be obtained, of settle-

ments. These settlements are represented by an inde-
fintte number of points, a locus, the contract-curve CC’, or
rather, a certain portion of it which may be supposed
to be wholly in the space between our perpendicular
lines in a direction trending from south-east to north-
west. This available portion of the contract-curve lies
between two points, say n, #, north-west, and y, & south-
east ; which are respectively the intersections with the
contract-curve of the curves of indifference’ for each
party drawn through the origin. Thus the utility
of the contract represented by #,2,1s for Friday zero,
or rather, the same as if there was no contract. At
that point he would as soon be off with the bargain—
work by himself perhaps.

This simple case brings clearly into view the charaec-
teristic evil of indeterminate contyact, deadlock, un-
decidable opposition of interests, axpiros? épis xai
rapayn. It is the interest of both parties that there
should be some settlement, one of the contracts repre-
sented by the contract-curve between the limits. But
which of these contracts is arbitrary in the absence of
arbitration, the interests of the two adversd pugnantia
fronte all along the contract-curve, Y desiring to get as
far as possible south-east towards .5, X north-west
toward nev,. And it further appears from the preceding

Indiscriminate strife and confusion



Francis Ysidro Edgeworth (1845-1926)

DEMOSTHENES, Orations 15. On the Crown
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s s e S b fie S
When the Phocian war began—not by my fault, for T was still
outside politics—vou were at first disposed to hope that the
Phocians would escape ruin, although you knew that they were in
the wrong, and to exult over anv misfortune that might befall the
Thebans, with whom you were justly and reasonably indignant
because of the immoderate use they had made of the advantage
they gained at Leuctra The Peloponnesus was divided. The
enemies of the Lacedaemonians were not strong enough to
destroy them: and the aristocrats whom the Lacedaemonians had
put into power had lost control of the several states. In those states
and everywhere else there was indiscriminate strife and confusion.
Philip. ohserving these conditions, which were apparent enough,
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Francis Ysidro Edgeworth (1845-1926)

This being premised, let us now introduce a second
X and asecond Y ; so that the field of competition con-
sists of two Xsand two Ys. And for the sake of illus-
tration (not of the argument) let us suppose that the
new X has the same requirements, the same nature as
the old X; and similarly that the new Y is equal-
natured with the old.

Then 1t 1s evident that there cannot be equilibrium
unless (1) all the field is collected at one point ; (2) that
point 1s on the contract-curve. For (1) if possible let
one couple be at one point, and another couple at
another point. It will generally be the interest of the

Equilibrium at
perfect competition

Edgeworth's limit
theorem

“Core” of the game
Replica economies

INTERNATIONAL X of one couple and the Y of the other to rush together,
REVIEW L g leaving their partners in the lurch. And (2) if the com-
A].II;IIT-;'E_D.;:-M:.\-'THE{}ORE OF AN ECONOMY_‘_ maorn I}Dint is not on tl]e C(}ntl‘act*curve, it \Vill be thﬁ

BY GERARD DEBREU AND HERBERT SCARF

interest of all jnm'tfea* to descend to the contract-curve.
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Philip Henry Wicksteed (1844 —1927

THE\\ALPHABET
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ECONOMIC SCIENGE}V :

THE- COMMON SENSE

OF

INCLUDING A STUDY OF

THE HUMAN BASIS OF ECONOMIC LAW

BY

PHILIP H. WICKSTEED, M.A.

L'analyse économique proprement dite ne me semble pas
devoir finalement &trc congue ni cultivée, soit dogmatique-
ment, soit historiguement, & part de Uensemble de analyse
sociologique, soit Mtatique, soit dynamique.—AvsusTe CoMTr.

{ ortue \
|l UNIVERSITY
\ oF )
s ALre am
MACMILLAN AND CO., LIMITED

ST. MARTIN'S STREET, LONDON
1910
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Philip Henry Wicksteed (1844 —1927)

Classicist, student of Dante,
translator of Aristotle. In
1882 he became involved in
economics. Pure marginalist,
the only true disciple of
Jevons. Criticism of Marx
from Jevons' point of view..

STEEL
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e can now see how ~cost or proauction,” which is
simply and solely “the marginal significance of something
A else,” directly affects the quantity of anything
production Produced, and thereby indirectly affects its price,
of one thing o that there is a constant tendency for prices to
ginal value conform to cost of production; that is to sy, for
“’1:"1:‘:“ the price of the thing I make and the price of
the thing I might bave made instead of it to
coincide; for, obvioualy, I shall always embrace that one of
the alternatives still open that offers the best result, and I
shall thus increase the supply and lower the marginal signifi-
cance of the best, and reduce the supply and raise the marginal
significance of the others, till they ba]n@ T
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Philip Henry Wicksteed (1844 —1927)

The Product being a function of the factors of production we have

P=f@b,c, ...) Marginal productivity

Law of product exhaustion
Euler's theorem for

[1=flo By ....) homogeneous functions (in this
case of first degree)

and the form of the function is invariably such that if we have:

we shall also have:

V[l =f(va., VB, VY, ....)

- FEach factor bemg remunerated
not in acuordance w1th the nature of the service 1t renaers, out in accordance with the (margial)
rate at which its unit is rendering such service, and a practical method of testing and estimating that
rate having been discovered, it remains to enquire, whether from the known properties of F, we can

deduce the propertyj—j-/l d—P B+j—£ C+...=P. For it can be shown that the formula

dB

j—iK really defines the share of the product which will fall to any factor K., and if it can be

further shewn that when each of the factors has received its share the whole product is exactly
accounted for, we shall then have accomplished our task of co-ordmating the laws of distribution.
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Note: Euler's theorem for homogeneous functions

Let x=(x,,...,x,) R’ /(%)
Then a function f(x) is homogeneous of degree &,
if
VA>0, f(ix) = /"tkf(x)
Euler's theorem for homogeneous functions states that

Gf_(x) 8f( )x —kf()

X, +.
Oox, X,

For k=1 then @;(x) X, +...+8f—(x)xn = f(x)

X, ox,
If f(x) 1s a production function with constant returns to scale - i.e., if it is homogeneous of
degree one - and each factor of production is paid its marginal product, then the value of

the product is equal to (exhausted by) the sum of the rewards of the factors of production
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Exhaustion of the product: Euler's theorem

O=F(K,L)

0Q o, 90,
A0=F(AK,AL) W>O:>Q_6KK+8L
o9 _,99_,,
0K oL

Q—aQKJr Q L=rK +wL
oK oL
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Exhaustion of the product: Euler's theorem

Q=AK"L™

aQ a—1rl-a ]

— =AaK“ L

gK =N g—§K+Z—gL =(AaK“"'L™)K +(A(1-a)K“L“ )L =
8-}%: A(l-a)K“L"

aAK* L™ +(1—a)A[_{“L1_“ = aQ+(1—a)Q =0

Example: Cobb-Douglas production function
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Laws of distribution

According to the interpretation which has been sug-
gested, the new law of distribution would be fulfilled by
an adjustment of the quantities involved,* the amount
of each factor, not simply in virtue of the relation which
subsists between the product and the factors of produc-
tion.® The sense in which the law is fulfilled is otherwise
conceived by a distinguished mathematical economist,
Mr. Wicksteed, who regards the law as following from
“the modern investigations into the theory of value,” * and

IMainly and apart from “rents” of the order of quantity called by Man-
goldt Unternehmeriohin.
2Cp. p. 169, above,

3The form of a function such as that represented by f in a preceding note-
(p. 167), or rather what that function becomes when the work of the entrepre-
neur enters as a variable.

4 Eszay on the Co-ordination of the Laws of Distribution (1804), § 2, and
prefatory note.

Edgeworth, F. Y. “The Theory of Distribution.” The Quarterly Journal of Economics 18,
no. 2 (1904): 159-219
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Laws of distribution

seems to treat it as a clue whereby to investigate the nat-
ure of the relation between the product and the factors
of production, including the work of the entrepreneur.!
In fact, he finds that the product depends upon the factors
by a relation which mathematicians designate a “homoge-
neous function of the first degree.”* This is certainly
a remarkable discovery; for the relation between product
and factors is to be considered to hold good irrespectively
of the play of the market: “an analytical and synthetical
law of composition and resolution of industrial factors
and products which would hold equally in Robinson
Crusoe’s island, in an American religious commune, in
an Indian village ruled by custom, and in the competi-
tive centres of the typical modern industries.”?® There
is a magnificence in this generalization which recalls
the youth of philosophy. Justice is a perfect cube, said
the ancient sage; and rational conduct is a homogeneous
function, adds the modern savant. A theory which points
to conclusions so paradoxical ought surely to be enun-
ciated with caution.

To sum up this criticism, as Distribution is a species
of Exchange, it seems undesirable to employ a phrase
so foreign to the general theory of Fxchange as the dictum

1The product being a function of the factors of production, we have
P=f{a, b, e, ...); and the form of the function is invariably such that, if we
have #=f(a, 3, 3, .. .» we shall also havevr =7 (va, v3, vy, ...) (loc. cit.,

p. 4.
* et the special product to be distributed (P) be regarded as a funection

(F) of the various factors of production (A, B, C,...)" (loc. ¢it., p. 8).

dFP dr dpP
dA"‘_F(]BB +dc(‘+ =P
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Arthur Cecil Pigou (1877 —1959)
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Arthur Cecil Pigou (1877 —1959)

WEALTH AND WELFARE

BY

A. C. PIGOU, M.A.

PROFESS0R OF POLITICAL ECONOMY IN THE UNIVERSITY OF CAMBRIDGE
AUTHOR OF *THE PRINCIPLES AND METHODS OF INDUSTRIAL FEACE
'PROTECTIVE AND PREFERENTIAL IMPORT DUTIES, ETC.

‘ Disconteat, to be afective, mnst be shot with the colours of hops.
Crantes Boorn.

MACMILLAN AND CO, LIMITED
ST. MARTIN'S STREET, LONDON
1912
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Arthur Cecil Pigou (1877 —1959)

Externalities: difference between
private and social cost or benefit
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United States of America
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John Bates Clark (1847 —1938)

61



John Bates Clark (1847 —1938)

J.B. Clark was born in Providence, Rhode Island. THE
He graduated from Amherst in 1872, with
postgraduate studies in Germany and Switzerland.
His first book The Philosophy of Wealth (1886)
shows the influence of the German Historical 4 SEwGRE P WARKS STAREET
School, and he was sympathetic to Christian )
Socialism. His major work, The Distribution of

* DISTRIBUTION OF WEALTH -

BY

Wealth (1899), addresses the principle of marginal JOHN BATES GLARKFPH 5.
productivity by generalizing Ricardo's theory of land T remon or e remore oF v
rent. He was the first important American

economist of international stature and one of the T
founders of the American Economic Association in ",,fﬁfi

1885, which honoured his memory with the J.B.

Clark Medal for the best economist under 40. ——

THE MACMILLAN COMPANY
LONDON: MACMILLAN & CO., Ltn.
1899
Distribution as Determined by a Law of Rent irispirnarsel .
John B. Clark
The Quarterly Journal of Economics, Vol. 5, Mo, 3 (Apr_, 1891), pp. 289-318
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John Bates Clark (1847 —1938)

So far as the men in an employer’s service are thus
interchangeable, it makes no difference to him which
of them it is that leaves his service. If the man who
departs has been doing some kind of work that is
quite necessary in conducting the business, the
employer has only to put in his place the man who
has been doing the work that is least needed. The
work that is left undone in consequence of one man’s
departure is always of the marginal kind. The men
in a mill arrange themselves in different classes, in
the order that expresses the importance of the work
that they are doing. The first class does something
that is indispensable, the second, something that is
highly important but less so than that which is done
by the first, etc. The last class does a kind of work
that contributes least of all to the productiveness of
the business. If a man belonging to the first class
leaves his employment, the master has only to put
into his place a man taken from the last class. It is
the least needed work that will remain undone.
effective importance to his employer of any of thes

nlpll-"dltf-

interchangeable men is measured by the absolute im} fective prod- /

portance of the one that does the least necessary work.

NJ Theocarakis UoA: The consolidation of neoclassical economics

uctivity.

y

On the horizontal axis we measure
units of labour and on the vertical
axis we measure the marginal product
of labour. The total of the workers'
wages 1S AECD, i.e., the number of
workers (AD) times the marginal
product of the last worker (CD). The
area (EBC) pays the other factor of
production, i.e., capital
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John Bates Clark (1847 —1938)

DICTIONARY

OF

POLITICAL ECONOMY

EDITED BY

Sk ROBERT HARRY INGLIS PALGRAVE, F.R.8.

Omnia mutantur : nihil interit,

VOL L

A—E

MACMILLAN AND CO, LIMITED
ST. MARTIN'S STREET, LONDON
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1g.0.) E. G
DISTRIBUTION, Ermics or. The prim-
ary fact of economics is the production of
wealth. The division of the produst smong
those who ereats it is secondary in logical order
and, in a sense, in importance. Yet the most
important subject of thought connected with
social ecenomy is distribution, If the term b
nsed broadly emough it designates all of the
peonomic process that presents moral problems
for solution. Om the settlement of the ethical
questions concerning the division of the social
income depends not only the peace of society
but the fruitfulness of industry, It is a stri
ing fact that Ricardo, whose studies ecarried
economis selence forward in the direction of the
truth concerning distribution, but stepped short
of that goal, and so0 strengthened the hands of
sooial agitators, realised the paramount im.
portance of the sobject om which his thonght
was chiefly concentrated : *"T'o determine
laws which regulate this distribution,” he
in his preface, *‘is the prineipal problem
political economy."” i
Scientific errors eoncernin

than do errors of dostrins i
itself.  Among self-asserting p ind
loses fruitfulness whenever the Iz‘zﬂnf is
diffused that products are shared sccordin
an unjust prineiple. If it were a general
vietion that social evolution is in the d
of iniquity,—that distribution slready ro
workers and will rob them mere hereaft
force could prevent a violent overturning
the social order.
Industry has its fruits and its sacrif
creates wseful things at the cost of ¥
and waiting. Where production is
in a collective way, both the products
the burdens of the process have to be shai
by different classes of men according to s
principle, The apportionment that has
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Irving Fisher (1867—-1947)

Irving Fisher
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Irving Fisher (1867—-1947)

The first doctorate in economics from Yale University
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Irving Fisher (1867—-1947)

PusrLicaTions

OF THE

AMERICAN EcONOMIC ASSOCIATION

Vol. XI. No. 4.

Pages 331-442.

APPRECIATION AND INTEREST

A STUDY OF THE INFLUENCE OF MONETARY APPRECIA-

TION AND DEPRECIATION ON THE RATE OF INTER-
EST, WITH APPLICATIONS TO THE BIMETALLIC
CONTROVERSY AND THE THEORY OF INTEREST.

BY
IRVING FISHER,

Assistant Professor of Political Science in Yale University.
AUGUST, 1896.

PUBLISHED FOR THE
AMERICAN EcoNoMIiC ASSOCIATION
BY THE MACMILLAN COMPANY
NEW YORE

LONDON : SWAN SONNENSCHEIN & CO.
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|
A
I

THE NATURE OF CAPITAL

AND INCOME

BY

IRVING FISHER, Pa.D.

FROFEMMOR OF FOLITICAL ECONOMY; TALE UNITVEEAITY

New Pork
THE MACMILLAN COMPANY
LONDON: MACMILLAN & CO., Ltp.
1906

Al rights reserved
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THE RATE OF INTEREST

ITS NATURE, DETERMINATION AND
RELATION TO ECONOMIO
PHENOMENA

BY

IRVING FISHER, Pa.D.

PROFVESSOR OF POLITICAL XCONOMY, TALE UNIVERSITY

Neto Pork
THE MACMILLAN COMPANY
1903-‘ <

All l'fy’:!l resenved
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Irving Fisher (1867—-1947)

THE
THEORY OF INTEREST

Ar Ditarmingd by
IMPATIENCE
To Spend neoms
wndl

OPFORTUNITY
Te Tevart [t

BY
IRVING FISHER

FROFEMON OF ECONOMICH, TALE UNIVERSITY

NEW YORE
THE MACMILLAN COMPANY
1980
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\

CHART 34

The Final Income Position (@) of Individual 7 Fized Fangency
of the W, Line to the M, Line at Q.. by
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Irving Fisher (1867—-1947)

THE PURCHASING POWER
OF MONEY

ITS DETERMINATION
AND RELATION TO, CREDIT
INTEREST AND CRISES

BY
IRVING FISHER

OF FOLITICAL IN Tal® UND

ASSIITED BY *

HARRY G. BROWN

mﬂmﬂmlm'"'um

NEW AXD REVIEED FIDITION

Nris Pork
THE MACMILLAN COMPANY
1022
Al righis resereed

1911
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Quantity Theory of Money

MV=PQ
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Irving Fisher (1867—-1947)
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Other American neoclassicals

Frank William Taussig Frank H. Knight Jacob Viner
(1859-1940) (1885-1972) (1892-1970)

bl 5 o SRR
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Other American neoclassicals

PRINCIPLES OF ECONOMICS RISK, UNCERTAINTY STUDIES
AND PROFIT IN THE THEORY OF
INTERNATIONAL TRADE
BY BY
ur FRANK I, KENIGHT, Pa.D. JACOB VINER
F W. T&mﬂ_ AIBCEA T TROFESSOR OF Mj:’lr:.:ﬂ IH THE STATE UNIVERSTY Prafessor of Ecomomics, Umisersity of Chicage

HERET LEE FEOFESAGN [ KGO0 s
IH HEIRTAES DHITCEAITY

N @oh
THE MACMILLAX COMPANY HOUGHTON MIFFLIN COMPANY
s R B e Cost Curves and Supply Curves
Zeitschrift fiir Nationalokonomie, (1931),
(3):1 pp. 23-46
Frank William Taussig Frank H. Knight Jacob Viner
(1859-1940) (1885-1972) (1892-1970)
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Italy
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Vilfredo Pareto (1848 —1923)
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Vilfredo Pareto (1848 —1923)

CONSIDERAZIONI
sul

PRINCIPIE  FONDANENTALI DELL' ECONOMIA POLITICA PIRA

NJ Theocarakis UoA: The consolidation of neoclassical economics

PARETO, VILFREDO. “CONSIDERAZIONI SUI
PRINCIPIl FONDAMENTALI DELL ECONOMIA
POLITICA PURA.” Giornale Degli Economisti,
vol. 4 (Anno 3), 1892, pp. 389-420.

vol. 4 (Anno 3), 1892, pp. 485-512.
vol. 5 (Anno 3), 1892, pp. 119-57.
vol. 6 (Anno 4), 1893, pp. 1-37.

vol. 7 (Anno 4), 1893, pp. 279-321.
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Vilfredo Pareto (1848 —1923)

VILFREDO PARETO

COURS
D’ECONOMIE
POLITIQUE

PROFESSE A L'UNIVERSITE DE LAUSANNE

uuuuuuuuuuu

LAUSANNE
F. ROUGE, EDITEUR
Librsirse de I'Usiversits.
PFARIZ | LEIPZIG
FICHON, LIBRAIRE BUNCKER & HUMBLOT
o, Hue Soullel, 1. | 17, Dresdnarstrasse, 17,
1
Tons droifs réservés.

1896

“Economie mathématique” (1911),
Encyclopédie des sciences mathématiques
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PICCOLA BIBLIOTECA SCIENTIFICA - 13

VILFREDO PARETO

MANUALE

D1

ECONOMIA POLITICA

CON UNA

INTRODUZIONE Al LA SCIENZA SOCIALE

o

SOCIETA EDITRICE™ LTBRAKIA

MILARO « Via Ausoaio, 22 - Gall. De Crist., 3433

1906
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Vilfredo Pareto (1848 —1923)

/ Cosorgete

'/ BIBLIOTHEQUE INTERNATIONALE D'ECONOMIE POLITIQUE
publiéo sous la dircction do Alfred Bonnet

S {/o/ /

LES

SYSTEMES SUGIALISTES

1 ||
\\\\-UU f 1i "\

AR Vs J‘f ! .
I ! }lllfredo PARETO k\-.-_'f% _J

Lom-: professé I‘Umnersri’ de Leusanne

TOME'PREMIER

—we— -

PARIS (5
© V. GIARD & E. BRIERE
i LINRAIRES-EDITEURS
16, pur sovrrror, 10

1902

(Euvres completes / Vilfredo Pareto ; publiées sous la direction de Giovanni
Busino, Droz, Geneve, 1964-1989, 32 volumes.
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Vilfredo Pareto (1848 —1923)

1869 PhD Turin (Engineering) “The basic principles of equilibrium in solid bodies™
Civil Engineer at the Railways,

1880 Director General at the Societa delle ferriere italiane

1886 Lecturer in economics and management at the University of Florence

1889 Death of his parents. Marries Alessandrina Bakunin

1893 Succeeds Walras in Lausanne.

1923 Mussolini's Senator. Marries Jeanne Regis
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Vilfredo Pareto (1848 —1923)

53. L’ argomento diventa molto pid facile ad
dintendersi mediante fignre grafiche.

Tiriame due assi ortogonali, O0A, OB; su OA
portiame le qnantitd di pane, sn
di OB le quantitdh di wino. Per

ecempio oa fignra uno di pane, E ot
ob figura nne di vino; il punte g 4 0
. ¥
m che ha quelle due coordinate " n'
b oo

indica la combinaziene 1 kg. di
pane e 1 kg, di vino,

84. Cosi s’intende che po-
tremo rappresentare toita la Fig. §.
serie precedente , ed wunendo
tusiemei punti di quella serie con una linea continua,
avremo la linea n m s che dicesi LINEA D'INDIF-
FERENZA O CURVA DI INDIFFERENZA (1).

A

a  jane

(1) Questo nome & dovuto al prof. F. Y. Edgeworth,
Egli snpponeva che csistesse ¥utilite (ofelimitd), e no
doduceva le curve di indifferenza; Invece ic prendo come
dato di fatto le curve di indifferenza, ¢ da esse traggo
quanto occorre per la teoria deli’equiillnio, senza che
occorra cousiderare 1'ofelimiti.
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Mathematization of economics

Indifference curve
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Vilfredo Pareto (1848 —1923)

Ophelimity
Non-measurable utility

Cardinal vs Ordinal

{ 200 pm £5T 01,/29/08|
[ ST U T R
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Vilfredo Pareto (1848 —1923)

Pareto optimum

iy . . . . .
¥ NJ Theocarakis UoA: The consolidation of neoclassical economics

81



Vilfredo Pareto (1848 —1923)

Prix=x)
3.0

2.5

()" 20

F(r)=Pr(X >2) =

T < Ty 1.5

11. Répartition des revenus (1), — Paranalogieavec
des faits de méme espéce, il est probanle que la courbe
des revenus doit avoir une forme sem= 1 2 3 4 5 "
blable & celle de la fig. 5%. Sinous
- faisons mo dégal & un certain revenu ,
mp égal & 1, la surface mngp nous
“donne le nombre d'individus qui ont

4

Pareto's law for the

un revenu compris entre z et x + 1, distribution of income
\ Mais pour les revenus totaux, la
statistique ne nous fournit de rensei- Pareto distribution

gnements que pour la partie egd de la
courbe, et' peut-ttre, dans un trés
petit nombre de cas, pour une pelile
portion b)" de I'autre partie ; Ia partic
al’, ou miecux; ab reste purement hypothétique.

Fig. 5%,
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Vilfredo Pareto (1848 —1923)

https://www.byterfly.eu/islandora/object/librib%3A584
341#mode/2up
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Maffeo Pantaleoni (1857—-1924)
Enrico Barone (1859-1924)

el L e %
F s,-'r_:'f‘ﬁ A p T,
R L= Ry q
. £
B

Enrico Barone

Maffeo Pantaleoni
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Maffeo Pantaleoni (1857—-1924)
Enrico Barone (1859-1924)

PURE ECONOMICS

PRINCIPII

m

ECONOMIA PURA

BY

PROFESSOR MAFFEO PANTALEONI

IRk

MAFFEO0 PANTALEONI

IMRETTORR DELLA . 2CU0LA SPPRRIORE DT CONMRRCH,

TRANSLATED BY

T. BOSTON BRUCE, Ese.

OF THE MIDDLE TEMFLE ; BABRIBTER-AT-LAW

Lonbon

MACMILLAN AND CO, Lmrep
NEW YORK : THE MACMILLAN COMPANY

1898

All ights reserved
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N omami.

o= s
&
P85

FIRENZE,
6. parpira. gprrore 1L MINISTRO DELLA PRODUZIONE NELLO STATO COLLETTIVISTA

1889,

vos?

IL MINISTRO DELLA PRODUZIONE NELLO STATO COLLETTIVISTA

EMRICO BARQNE

Giomale degli Economisti, SERIE SECONDA, Vol. 37 (Anno 19), (SETTEMBRE 1908). pp.
267-293
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Sweden
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NJ Theocarakis UoA:

Knut Wicksell (1851 —1926)

The consolidation of neoclassical economics
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Knut Wicksell (1851 —1926)

KNUT WICKSELL

Value
Capital
and
Rent

With a Foreword by
Professor G. L. S. Shackle

Translated by
S. H. Frowein

1954

George Allen & Unwin Ltd
RUSKIN HOUSE MUSEUM STREET LONDON
Uber Wert, Kapital und
Rente nach den neueren

nationalokonomischen
Theorien. Jena. 1893.

INTEREST AND PRICES

{ Geldzing and Guterpreise)

A STUDY OF THE CAUSES
REGULATING THE VALUE OF MONEY

B}' KNUT WICKSELL
Tranddated by R, F. Kaku

With an Introduction by Beres! Ohfin

And the Article
The Enigma of Business Cyedes
Translated by Card G, Ulr

Original publication date: 1898

Geldzins und Giiterpreise. eine
Studie tiber die den Tauschwert des

Geldes bestimmenden Ursachen.
Jena: G. Fischer. 1898
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Finanztheoretische
Untersuchungen nebst
Darstellung und Kritik
des Steuerwesens

Schwedens. Jena: G.
Fischer. 1896
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Knut Wicksell (1851 —1926)

LECTURES ON LECTURES ON
POLITICAL ECONOMY  pop ITICAL, ECONOMY

By
KNUT WICKSELL Br
KNUT WICKSELL
TRANSLATED FROM THE SWEDISH BY
E. CLASSEN

EDITED WITH AN INTRODUOTION BY
AND EDITED WITH AN INTRODUCTION BY

-LIONEL ROBBINS LIONEL ROBBINS

Professor of Economics in the Univeraty of London

Vorume OnE

GENERAL THEORY

Vorume Two

MONEY

Foreldsningar i nationalekonomi.

1934
1935 Lund. 1901-1906
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Knut Wicksell (1851 —1926)

* Theory of marginal productivity and product exhaustion.
* Cumulative process

* C(Capital time structure

* Theory of money
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Knut Wicksell (1851 —1926)

Market equilibrium with many firms with identical cost functions
MC

Increasing Decreasing
returns to scale | returns to scale

AC

P
Constant

returns to scale
(CRS)

Exhaustion of the product. Homogeneous
function of first degree (CRS)

Quantity
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Karl Gustav Cassel (1866—1945
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Karl Gustav Cassel (1866—1945)

THE THEORY OF
SOCIAL ECONOMY
ey By GUSTAV CASSEL

Professer at the University of Stockbolm

Transilated by JOSEPH McCABE

@& VOL. 1.

Theorelische
Sozialdkonomie

e e e Bty

DR Sy [N,
=

Theoretische Sozialbkonomie,
Leipzig, C. F. Winter. 1918

T. FISHER UNWIN, LTD.
LONDON: ADELPHI TERRACE

Schumpeter: 90% Walras, 10% water.
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FIRST FORMULA 137

demand of the whole of the consumers, for any particular
article is settled. If we call the total demand for the n
goods during the relevant peried Dy, Dy . . . D, we
can give these magnitudes as functions of the n prices,
thus:
(1) Dy=Fylpy ...
Dy=Falpy o+« p)

Do=F,(py - - « #)
21 - - . p, being the prices of the n goods.

But ?i)n thegequi ibrium of the economy the demand
for each individual article must be in harmony with the
supply of it, as the fixing of prices in accordance with the
principle of scarcity has to restrict the demand until it
can be met out of the available supply of commeodities.

Consequently:
S D, =5, D=5, . . . D=8,

and so according to (1):

@) Fylpy ... p) =5
Fattr - - - 953

FI(?! L Pl)csl
Hence to solve the pricing problem in the simple case
we are considering, we have only to regard the # prices
as the unknown quantities of the problem, and take them
as given in the usual mathematical way. We are then
in a position to express the demand for the # goods in

these prices according to equations (1), and equations (2)
then follow as a consequence of the principle of scarcity.
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Austria
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Friedrich Freiherr von Wieser (1851 —1926)
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Friedrich von Wieser (1851 —1926)

‘ - - . UBER DEN URSPRUNG

* Grenznutz marginal utility DER

* Zurechnung Imputation

 Opportunity cost 'NATURLICH K WERTH. HAUPTGESETZE
. WIRTHSCHAFTLICHEY WERTHES

Vox ToH

TN DE

SOCIAL
ECONOMICS

_ D* FRIEDRICH vos WIESER"

FHINATEOCERT AN DERN WIENER UHIVERBMTLT

: By DR FRIEDRICH von \:I\’[ESER,
FRIEDRICH von WIESER PROFESSOR AN DEE DEUTACHEN UNIVERSITAT L ¥ FRAG.
Translated by
A. FORD HINRICHS
Assistant Professor of Ei ice, Brown Universily

With a Preface by B S —

WESLEY CLAIR MITCHELL Al
% WIEN, 1889,
ALFRED HOLDER,
K. K, HOF- UND UNIVERSITATS-BUCHHANDLER, WIEN (884,
FOTHEXTHURMSTRASSE 15,
ALFRED HOLDER

ADELPHI COMPANY i L OE HGF RS CRIEEMITATESTOANLESLER

Bt a5

NEW YORK

Theorie der gesellschaftlichen
Wirtschaft, 1914
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Eugen Bohm Ritter von Bawerk (1851 —1914)
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Eugen von Bohm-Bawerk (1851 —1914)

KARL MARX

AND THE CLOSE OF HIS SYSTEM
KAPITAL UND KAPITALZINS. Pusitive 4 Qriticism
Theorie des Kapliales
., By
o
JEogrs v Bm Bt Eugen v. BohmVBawerk
e nummmo;mmcymmnmr
DR. EUGEN v, BOHM- BAWERK, e . THE UNIVERSITT OF VIEWNA
E Translated by Alice M. Macdonald
. BY JAMES BONAR, M.A, LLD.
ERSTE ABTHEILUNG.
GESCHICHTE UND ERITIE DER EAPITALZINS-THEORIEEN. #
London
T. Fisher Unwin
Paternoster Square
1898 )
INNSBRUCK. .. P “ -
ity ases Y Eugen von Bohm-Bawerk, “Zum AbschluB des Marxschen Systems”, in
1884,

Staatswissenschaftliche Arbeiten. Festgaben fiir Karl Knies, hrsgb. von
Otto von Boenigk, Haering: Berlin 1896, S. 87-205.

Critique of Marx on the transformation of labour values into production prices: Valid
only for a stable organic composition of capital
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Eugen von Bohm-Bawerk (1851 —1914)

(1) the
justified expectation of an objectively more abundant satisfaction of future
needs; (2) the subjective underestimation of future needs or overestimation
of future resources, due to incorrect calculations or weakness of will which
causes the apparent superiority of present over future goods; and (3) the
technical superiority of present goods (including present productive goods)

over those in the future.

Theory of interest rate and capital
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Imperfect competition

* Piero Sraffa (1898-1983)
* Edward Chamberlin (1899-1967)
* Joan Robinson (1903-1983)




Piero Sraffa (1898-1983)

“Sulle relazioni tra costo e quantita prodottay,
Annali di economia, 11, 1925

“The Laws of Returns under Competitive Conditions”,
Economic Journal, 1926, 36(144)
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Edward Chamberlin (1899-1967)

The Theory of
Monopolistic Competition

LY

EDWARDY CHAMBERLIN

dvvisesdt Fegaoes of Hreemi o i Warsard Cuiariy

CAMBRIDGE
HARYARD UNIVERITY FRESE
33

102
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Edward Chamberlin (1899-1967)

LRMC

Ps

ACs
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Joan Robinson (1903-1983

THE ECONOMICS

o

IMPERFECT COMPETITION

BY

JOAN ROBINSON

MACMILLAN AND CO, LIMITED
ET. MARTIN'S STREET, LOXDON
1a3a
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Joan Robinson (1903-1983)

o 15 PRICE DISCRIMINATION 183

OM is the total output, and is equal to OM, + OM,,
MC is the marginal cost of the output OM.

0 M, M. M
Fra. 81,

OM, is sold at the price M, P, in market I. OM, is sold at the
price M,P, in market IT. The shaded area shows the mono-
poly revenus, which is equal to the area lying under the
aggregate marginal revenue curve (total revenue) minus
the area lying under the marginal cost enrve (total costs).
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Fia. 86.

MC is the marginal cost curve to the industry, and this is
the marginal cost curve from the point of view of the
monopsonist.

AC is the average cost curve of the industry, or the supply
curve.

The monopsonist will buy that output (ON) at which mar-
ginal utility {or competitive demand price) is equal to
marginal cost, and he will pay NP, the supply price for
that output, which is less than the competitive price (QD).
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Institutionalist School

* Thorstein Veblen (1857-1929)
* John R. Commons (1862—1945)
* Wesley Clair Mitchell (1874-1948)
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Thorstein Veblen (1857-1929)

THE THEORY OF
THE LEISURE CLASS

An Ecomomic Study of Institutions

BY

THORSTEIN VEBLEN

NEW YORK

B. W. HUEBSCH
MCMEXI
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Thorstein Veblen (1857-1929)

THE ENGINEERS L

AND THE PRICE SYSTEM
And the State of the Industrial Arts /

BY RSTEIN VEBLEN
THORSTEIN VEBLEN s - e

NEW YORK
wew vork B. W. HUEBSCH, Inc. mcmxxi THE VIKING PRESS

MCMXLVI

NJ Theocarakis UoA: The consolidation of neoclassical economics 108




Thorstein Veblen (1857-1929)

— (1899). The Theory of the Leisure Class. New York: MacMillan.

— (1904). The Theory of Business Enterprise. New York: Scribner.

— (1914). The Instinct of Workmanship and the State of the Industrial Arts. New York: MacMillan.

— (1915). Imperial Germany and the Industrial Revolution. New York: MacMillan.

— (1917). An Inquiry into the Nature of Peace and the Terms of Its Perpetuation. New York: MacMillan.

— (1918). The Higher Learning In America. New York: Huebsch.

— (1919). The Place of Science in Modern Civilisation and Other Essays. New York: Huebsch.

— (1919). The Vested Interests and the Common Man. New York: Huebsch.

— (1921). The Engineers and the Price System. New York: Huebsch..

— (1923). Absentee Ownership and Business Enterprise in Recent Times: The Case of America. New York:
Huebsch.
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John R. Commons (1862-1945)

INSTITUTIONAL ECONOMICS

An institution is defined as collective action in control, liberation and expansion
of individual action. Its forms are unorganized custom and organized going con-
cerns. The individual action is participation in bargaining, managing and rationing
transactions, which are the ultimate units of economic activity. The control by cus-
tom or concerns consists in working rules which govern more or less what the in-
dividual can, must, or may do or not do. These are choices, resolved into performance,
forbearance or avoidance while participating in transactions. The working rule of
the Supreme Court is due process of law. The universal principles, that is, simi-
larities of cause, effect, or purpose, discoverable in all transactions, are scarcity,
efficiency, futurity, working rules and limiting factors under volitional control. These
reveal themselves in a negotiational, or behavioristic, psychology of persuasion and
coercion in bargaining transactions, command and obedience in managerial transac-
tions, argument and pleading in rationing transactions.

Transactions determine legal control, while the classical and hedonic economics
was concerned with physical control. Legal control is future physical control. The
three social relations implicit in transactions are conflict, dependence and order. Social
philosophies differ economically according to the kind of transactions which they
place uppermost.

American Economic Review (1931), 21 (4), pp. 648-657
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John R. Commons (1862—-1945)

LABOR LEGAL FOUNDATIONS INSTITUTIONAL
OF CAPITALISM ECONOMICS

ITS PLACE IN POLITICAL ECONOMY
ADMINISTRATION

BY
JOHN R. COMMONS

PFROFESSOR OF ICONOUKS IN TEE
By TEIVERSITY OF WSOONSN

JOHN R, COMMONS

PROFESSOR OF POLITICAL BCONOMY, UNIVERSITY OF WISCONSIN BY
ey JORN R. COMMONS
INDUSTRIAL COMMISEION OF WISCONSIN PLOFESSOR OF BLONOMICS TN THE UNIVERSAY OF WISOONEM
Neiw Pork
THE MACMILLAN COMPANY
1913
All wights reserved
Hrm Park
THE MACMILLAN COMPANY NEW YORK
o THE MACMILLAN COMPANY
AR ripks resed 34
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Wesley Clair Mitchell (1874-1948)

BUSINESS CYCLES
The Problem and Its Setting

WESLEY C. MITCHELL

Copyright, 1927, by

Maronar Bureay or Econowic Reseasch, [Nc.

NATIONAL BUREAU OF ECONOMIC RESEARCH, Ic. A
Y o NBER

Mational Bureaw of Economic Research
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Clarence Edwin Ayres (1891-1972)

ORY OF
CONOMIC
PROGRESS
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End of Lecture
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