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TNTRODSCTIOl{

-4n eminent psychologlÈt has satd {tllt) t*
rvould be a LlbeL, not al-togothe:r ¿levaLd of 'bru.th, to say that

th* cl.¿lssXcal" polltlcal oc onorny $as a tiseue <¡f false conclu*

eloirs drawn fror¡ ,f alse peychologlcnl as sunptlons.

Tt is my.pl:-r',pöse to exsnfne the peyuhoLoglssl

assumptåons unde::1;rlng the ¡ssrlt of the chfef cl¿rsslcel etono-

mlsts to €sttnate the extent to which thelr concLuglons arê

lnveLldated try thel:: faLoe psychalo6y ti: consLrle:¡ what galno

for poLlÈ1ea1" eeonomy have resuLted. frem tlre uee of psyehologleaL

methods and d.ata and to I ncllcato thç ma::¡er' ln whLol'] thÊ tiqo

sclenc€s rnay profltably co-operaì:;e fn the fu-tu¡"e.

¡AAT 3 filSToFÍCÂtA. tffists
1. r-rden *ntth
f e ornmene e thls study r.rl-th an exasl-natlon çf

/rdam sml,t?¿l s trThç 1teâ1th. of N8.tlonstr, pÊrtLl¡ because /\dèa $râith

hes been rogs.rdteû 'by rúsny as the fourtdrr of econonlca, and

pantl.y l¡eoau*e hls wr,ltlngs ?rave been very generel"ly ruLsrepre-

eented ,

Tt ls c Õrmonl.y bellet¡êd that .Aden $rnl th ropre-

sented flsr! å* aotuated- entlrel.y by notlves of, ç eLf - i:rte::ert ¡

that .he regar"¡l*ñ the lndlvldr:"al .r-s always i:!re best judge of htø

own Lntereêìr ; ¿r¡d thai; the inrllvldual wouLd aLway s se¡vs th€

bect lnterests of eociety b¡r seeklng Ïr-1s or¡¡n fnterest.
It 1s lnôeeð true as Ílellglìrarì 

"*.¡rs 
{*;IX) that

{L:11} 9E'i11l.am ÞlèDougall, lntþoductLon to Ëool-aL
Psychology,

tr. n . /'. Sel l¡¡rnnn, }:it¡:od.r'.ctf on to tho \Tealth
of Natlons (¡ve¡:ynans)

{â)
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thfs ldea of self-lnteregt as a soelal foroe¡ rlpa:rmeatoa tho

whoLe o€ SmlÈhl s wsrk.rr Ëut the same author cÈntinuss:
üTt must indeçd not be imagined that Adåtr Snith coãceived of
men aa actuated exclusively by thts notlve. 0n the contrary,

l,n his flTheory of Soral Ée¡tttmentgìt he poefts the d.oot¡'Lne of
syrûpathy ae the real bond betlvê€n human beínge Ln thelr aïhlcal
relatlong, I wleh to shaw by a few br5-of quoùations froro ähc

iåJealth of Natlonerr, that Ailam ftml th real.f øed. the dlver.sity of
tlee *p:rLngs of bu¡nan astr.on, àhe f,allaÏlL11ty of huBan Ju.dglne¡1ts

anil theü sel.f-1nte?ost ín thia pesult fs eoela!.Iy bençffsl,al

only withf.n l1ntts.
ItThL s dl-vlel.on of l abqu¡: Ls nai; originat ly the

effsgt of à.y¡y hu¡oen wlsd.on, Lt åe the nooessa¡y oonsêgueroc sf
a eertai.n prapen*å.ty 1n huaan nature, tire proBeaslt¡,. ¿o truÊk,
ba:rte:r, and oxohange onÉr thXng fo::, ånpther.',{5rLÊ)

The alrove quotaùion lrae þeen rnuch rJ.dLcul-eå andl

Lt 1¡ hçrs quoted $êroLy tç sho¡¡ that ¡rdan fir¿ith dLd not regard.

ål"L htltðari aetå,on ès detegßlned aole}.y by :rai:lona1 self -år¡te¡eEt.
It$he wages of, f.abour vary sith the honou:rahLenesa

or dt shononrabLenee¡ of the €EplðTrnent. líonoi*'makes a great
part of, the reward. af alL honourabLo .plofêsÊions. In polnt
ðf pecunlêx"y gafn, el.l thJ.ngs gonËlder€d, they are generally
unde¡r-¡reconpensed. Disgraoe has tho contrany ef'feot. Tho noat

d.etestabl"e of aLL enpS.o¡naonta, that of pubJ.Lc exeoutåoner, ía,
ln pr.oportLon ts the quantlty- of ìsornk dorre, l¡etter paj.d tha¡¡ sr¡y

comnon i;rade whaterr** . u ( 3' r 89 )

{õ} Ådaar S:llt tiì, nlcea}ì:l: of Natlnnsr. {Evenymenr s}
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Whêther we ågre6 wlth thfs doet¡:lne or not, 1t
clearly shops that Âdam $ntèh reoognLzed thè infLuðnca af other

than peeunlary rnotlvee. !\rrth€r., ån di scurslng the ptpopoåltion

that wages vÊry aceo"ding to the prol¡abtltty or lmprobabfllty
of Êucc€ðË, he rs€Lke s the followlng llltnfnatlng obeer.vatå.onø

on hrt¡an behevi.ou:i ¡

*fho ovorweðning coneelt wh!.eh thc greater pa:rt

of, man have of thel.r' ow:r abllltl.os Ls an ancl,ent ev1l rêmarkså

by the ph!.lo s ophe:rs and mslallgts of al"l ages. Íheår' absurd

presumpt|,on in thel¡' olqn good fsr:tunê has beên Less tsken notlcç
of. It le, however,, åf posofblo" atLLl roo?ê u-nÍvÊÍ'sal, ,. .. ".
Ehaf the .chanos of geln ls natuTslLl ûveï-vål^uêd, we may loarn
from the unlrreî$ål ãirêcgsÉ of S.olterleã¡ ¡ ¡ ¡r.. thãt the e1rsneo

of Loe* la frequently unde:r-valued, Érnd Beåìee ever valued. nolia

than Lt ia vo:rth, we måy lea¡.n f¡om â very mode¡rate pr.ofSt of
Èneurerg. ., r . r . . Mode:r,ate, as tho pror4l"um of lnsureno€ so¡¡lüotrLy

is, many people desplae the r,lsk too much tÊ oare tÐ påy tt..".
l1*¡en a gneat company has twenty o:: thårty shlps at se*, tl.ey

ångu¡re one enotho?.¡,¡,.. The neglect of ånsu¡ånoe upon dxipBtng,

howovern ås the effect of ng suoh nlee ae.lcuLatLon but of mere

thoughtX.e*a :raeh¡ees and prêsìriûptuous contenpt of the r"l.sk.

Íhe eouùempt af :¡åsk anct tbe presrrmptuous hope of succeas a:re ln
no pe:rlod of l"lfe mo¡re actf.ve than e.t the age at whi ch young

peÈpLê ehoose thelr profeeelons. tr Xn subsequent passages hc

ahows ho¡r thl,s expJ.alne the l,*qti.onal pepul"arlty of the ltfe
of a såÍlû:r o¡r soLdLcr.
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Furtlren, dt Bûusslng slave labor he says: 
(õ:34õ)

rrThe erperåense Õf all age* a¡d natåpns, I be).lever dêmÕnÊtråtes

that the rqr¡rk done by slaves, though å'b a¡:pearo to cost only

theÍr i¡alntênaaeo, ls ln lrhe enrl the de¿rrset of any. tr If that

se¡'e true ihe conti-nuedl exlstenco of slâver;r vro-Lr-Ld be J.nexplloable

ta snyÒno hoLdl$ê ilra: vler¡ thaì men wero gulded. soleLy by theln

peounå. ar"y intere sta. Âdarn $¡allih helå rro such one-sldêd Yi€w,

on the corxt¡s¡ly he eays: tt$he lB,te re€êlutloÊ of the Sualcors ln
genraeylvanla tg eet at llberty all thelr negr"o slavee may aaùLøfy

ue Èhat ttrel¡r number €annot be very gyoat. Ehe ¡¡rl"rle of t[pn

rnake s hlm love to domlRoer, nnd. nothing mortåfles him eo muob

as to bo o?:ltgoá to concìescencl to persuade .hie iriferfors. llhe:re-

ever tbê l.aw elLows it, ånd the naturé of the lvork ean afforô

i.t, therefore, he r.'ll-1 generalLy pref or tihe setrvitÊ of sLaves to

that of freemên. rr slibÊtltutÞ the phraee nfhe insi;inct of self-
assertlon fo¡r the phrnse ItThe prlcLo of maþrl ¿¿¡ld $e lleve ên

sxpl-¡rnat5"on Xn le,rns r:f conte¡¡po::ary ¡lsychology.

Tho¡e 1s nc Justlfleatåcn for the vle*¡ that Aðam

$rrl th thor:ght ihe huruan mind to be so oo¡letåtuted thât thê

lndlvldual r*¡ould. nevçv $6ek hfs otm lnterest ån sooí411y rmdorl:r-

atrle ways . The ¡l'hole ef hi * argument to Brovo tl:1s ooltirtt¡oLtl.vç

lnter.est shc$s th.ât he rceo$nlzed nr*ry motlves other than the

peçunlar¡y, bul thet 1t happens that tho worklnge of these other

ÌnotL?Ès iend to 'r: r'Lug about socla3,Ly de sf rable rcsulf,s.

'Il:er general p:r+poel bion Lhat bhe i¡¡clLvlduef 1n

seeklng hLs oxrû lnterest ls locl hy Ð-¡n lnviðlbl"a hanil to achLeve

å reËult thrrt was no part of l:1s intention, is J.lmLted by the

quallff ca.tlcnr! so long ss lto fioes noi vlolato the Iåy¡B of Juståcetf
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anil that the fndfvådus.l does tend to t¡1o1at6 the lawg of Justlee

may be sgen from the following quotatlor1r(31e51¡ rThe interest

ofì;hedea].ers,hÔwever'lnanyper,tierr1erbranchcftradeor
nrajruf aeturea, 1s slwaye ån- eose respects dåffeycnt from, and even

oppoûlte ton thet of i;he pubLlc. 'Jhe proposal of elry nGlr lar

Õr: regu]atlcn of eorn$erce lrhl cÌ: conos f¡om tliis order çught alwayc

to be llstensd to $tth greet 3:reteutfon, and. ought nover t'o bo 
'

edopted t1ì1 afle¡¡ having been long avrrl ce:refulLy examined, not

only wåth .ühe moet sctupulous, hu.t '"rl.th thrì ¡assÌ su.spåc1ouø ai:ten-

ti.on. It cornee fÏom an ordê:r of mon vúrose lnte¡'est 1s naYer

êxaetLy the såme with thst of th.e pub].lc, ¡','ho hat¡e generalLy an

Lntoreet tc deoeåve and even to oppl'Ês$ the pubLic, ¿vld who

açcordllngly ?ìav€r upoa neny ocea*1ons, both Cocelved Ùld oBpressÈà

1t. ñ

QìrÐtatlöns miglrt 1:o rlulltipllccl but the ¿ibo ve w111

sufflse to sho'çir that horvover lnadeqrrate the farmaL psycholosy

of frd a¡n $mtth nrsy have becn, hts t¡1d e 1r::.ovrXodge a.f hu¡a¡ lostltu-

tlçtr ånð ologe observatLon of huma¡ ccrnClUet saveil him from *erlo¡r€

orr30l1.

Flnally l.t should. lce notícod 'Ll:at one of the ehl,gf

contrlbutlonÊ sf Ad.arn Småth to the sclenee of po1lblcal e c onoby--

hfs analyels of the benefits of the DJ"vj.sion of Labor, 1s a tnuth

that 3.4 lndlependent óf psyêhôlogy. l{o psychol"o6iets w111 deny

that aen {and. women, too, fo:r that netter) want pi-ns, *rd lt åø

å genuinê conürfbutlon to sclenc'e to ÈilöÏ¡ sÊ Jìd €un $mL th d'oe$ holt

the Dtvieian of Labo¡r ena'blee ten rlen to do whåt l'¡ould othe:rwÍ.se

requLllo twÞnty-fçìæ hr:srd3ed. men: and the val'rre ¡¡f thi s expoeltlon
uåy

1e in no vl,ttateO by Adsra Amtthl e faLse psychoXogy"
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ït has beon ea1d {4:gT) t!:rat }llsa¡,dc åssu.m€¿

buslnese men to be u,rrfversall¡r r.atåonal as he had fou¡¡1 them on

the ¡tock ilxclrsngc, ttld quitÊ Lneonsåslre¡t"l-y e$$uned t¡l th

1ÌåI'bhr.¿s th¡rt'bhÈ labot,er tyss J.:rratfonally reproô.rrci:ive.

ft should bs noted that it ls irot loglaa3. åncon-

aistênf to belfeve ih¿rt one cLaes set gulte dåfferently f:rom

another: though lt uay ìro a peychoS.ogleel eyrs¡ and if so, wo

must çooslde:' to rqhat elri€rxt lt vå'claterS ïli¿ardôl s econoui.ost

The ehlof cûntrLlrtÀt¿Õns of Rlça::rlo to tl¡¡: sclencê

of sconox]{¿$, It¡here on the ;:u-lrJeats of ¡reni; and. value.
.tis to thç foræer, ltttle neêd be saJ.d her6.

The fact;g on whlch f.t r1*pends--e¿go the fact that s one 1äîrd 1s
more 3lr4ductl.ve or i:r:tLer sltuated thalx cliær larrrl, or the faet
thet efter s. cestaln pÕint successåve al.r¡oì.mt s of, la.i.r or" and

c a.pl.terl e¡:plled. !:o e.ny pLeùe Ç.f land yieì.<,r ,a praporl;ioaately
çnaller' ïetur.n--{:hcee flpe physfcal faets and, .bherefot,e, inde_
¡:endent of psychol,o$¡. It sh,¡uld be ::¡oted :ln ¡:aseing, however,
that the ,'ìrcar'åian thnÕry of rent is orre of tlie eårdlner prrnctpres
o.f the c1e-ssj.cal ßehooi of econom:i¡rts, *nd ùo incluóe thls pa¡t
at lee:st. of cl*nslcål tÌ:ooi'y ln l,lio ', tlsf'ne of f arse eonclus.lon,rl
v¡¿ul-el bs a lL1:el, cetLr.cly ,Loïold of tr,uth,

û¡r the subJect of v¿rlu.e .Uhere ic more .¡.oo& for
a?gunonì; , .ELsar¿o âl-ves r:. ciLee :: aria).ysi s of 0o s t of prðduetlon.
1I1s assumptlon of perfcctl;r free coi:4re1;ition eìld coäçJ.ete

moblllty of cnprtal. and l.aho¡r r:ery rre unvsarr.ani:ed f¡r the caçe of
nany courrrorlftLes, lr1-r"t they a:co econonìlc lsthçï, thar ¡reychoS.oglcal

t4) Ïi. Ð. IilLtchel, ogho Eatlonal"tty of EêonomLc .å,ct$.vÍ.tyil
J,P.r. 18.
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Êrrora r By ttrat L do not mean that the ¡novomont of oap5.ta3. aaå

lal:or are lrnlnfl"uêncêd by psyobto facts, but that the extent åo

whtch eap{tal and 3.abon ar.e rnobl,l"e. In other word.s, the oxtenÈ

'bo rsi:f.oh ßiêsitûl s analyeås of Cost of Prsductlon 16 fåì:lty ls a

rrratter to be €ettled by å$ obJeotlvo exemlnatåon of the facta of

the ma::ketpla¿e ra|her ihsn bf psyeholaglcaL anafr5rslo. l{o doubt

the samo fects a?e fåt aubJect roetter for the pËþohoSsglåt whose

buslnoss lt le ts cxBla{n þuaÁn bêhevJ.su¡r. So doubt, al.eo, the

clruseÊ ]foÉblng tlre rnobillby of aaplüêl and labon are largely
psychologåca3.. &lt fo::1ì1ca!.d.ô, whose pnobLe$ lrås to expl-aLn

p?tse, the quesilon of the cûùBes of thle tmrrobf.Låty åfd not ontelr,

so that l:åe annLyaås of coet ¿s ¿ndeflendent sf psycho3.ogy.

ÏËhen !¡ré çoÉe to the reLetLon af utlLlty to vaLua

thore is motre rooln foz, crl{:icLsn. In ttre chalbr or, ,rula." (õtf)

he dLsnlsees i:he quesùion of ut$.llty ae fol-1çwg¡ otUttltty la
not the mea su?e of oxclrangeabLe veAue though ebeoluteXy eesentlaL

t,o lt.,.... PoõÉessång ut1lf.ty, sônnod.ltl,ee derlvod. thelr
exchangoable cåluès froìr trrû courcè€: from thoir see::clty anil

f,ron bhe gì¡åntlty of lsbor r€quþ€d to produce ttrer¡.1|

trThe¡'e are somë com:rodLtlee thê vålrre af whLch

is deter¡nfned by their eoaFelty aLons. Thefr value vsrfes rn.th

tire varyin6 wealth and. lnel1n€rtlone of thoso who a:re desLnous to
poasess them.tr

ln oi;her worda, he d.oee not anaLyae demand at a1.1.

l'{or'èover, he dld noi: dlstJ.nguåsh ehon$ penlodt o* market vaLue fronr

long peried or norroaL vahrê, enil hðû*e consldened the effect!.vs
dÈnand as a matter of ersall consÊquènoe, In a lstter te &Íalthus

(5) Davld Fleardo, tr{çv!6, (ffcçu}i.Òug}t}
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h€ Ésyai{ê¡l?õ} nmn $ay }:as noÈ a eo}rÞet notLo¡r of w}rat lc
meant by value when he contends that a connnoiltty ls val"uabl-e ln
propo:rtlon to Lts utlXlty, Thås wsuLd be t¡ue lf buyer"o onLy

regulated *he våIue of com¡oodltl,êÉr th6n, lndeêd, wo rd.ght expect
that all men wouLd be wi3.1lng to gfve a p:rfee fo¡r thlnge 5.n

. 
proportlon to the estfmatlon ån wll'ch thoy hold then; ìrub the
faot åppÊåra lro me to be that the buyerã have the loaet in the
vorlê to ds 1n regul-êttng prLsê¡ tt ls aLL done by the conpetit;lon
of tlre aellers, and however. wtll,lng the buyers might be to glvo
more for lron than for' 6oLd they oouLdl noÈ beoause supp!.y would.

be yegulatod by cost of P¡'oductLon. , . , , . . , Tou say that dema¡d and.

sryply regulatee (alo) value ¡ this I thfnk is saying nothlng ¡

lt å* supply whioh r:egulatee veLus ejrd auppJ.y ie oontlrollod by
oompanatLve Coat of pnoductLon. n

In the nçxt.Lette'* wE :read: n3 do not dlsputg
elthez, tbó åÐ.fluênee of d,cmÊnd cn the pråco of cÕrtr or on the
p¡l.co of, ai.L othor thlnge: lut supply follows close st tts heele
åndi soon tskos the pûwer of, reguJ-atlng prloa tn hrs {etsl swn hands ¡
ån¿l ln :regulatÈng 1ü he Ie detenmfneil by Ooet of, Froduet:Lsa.{

I quote thla pasaage at Length beoause Rloa¡,dors

negLect of the utlllty ând dl6nand was the baal.s for attacke on hig
dostrlnø ìry the psyohologloal sehool of econonistc; and lt lg
nee€sså:ry te have hLs statenents before us when wo oolrê to consfder
their srltLcLsmg. ' th6 theory Õf vsÏ¡e le ühe oentrsl. p¡"obl6m

of econor¡lçs and tt ùa on thås that oontroverey hes seìxtfad.. !vç

muBÈ Boatpone Judlgment ryrtlL rre have exeml,noil thê argu"nent* of the

(ç) Ðavld Bl,oa¡do, Le*tera, {Bonar}.

çrÍflee.
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ð. _*arÞt*, *&ggq Hql-llËs

The n!åme of Halthus ls sssoclated not only ln
eesnom3.e ù?reo::y but alce ån popula? speech with the questfon sf
populat!.on.{71 ænd Ë¿)

Popular lnterpretatl.ons of idalthus vrouLd r¡ake lt
åppÐar that hlÉ great wor.k was rnerely en el-abor.atlon of an

sbÊt¡,act Êfgue€&t to tho effèot that popu3.atÈon luoreasès ¿n

e g€onetr'lûaL ¡atls and, su'belelénce ln an a¡rlthmotioal ratls,
¿rnd sons ñryg,tetrÉ, e.g, Ilenry Êoorge {8191'} hayê dênr.ðd any valtdl"ty
to the $altlmsLãrr úoÞtrfne, ryhl.le even a tralned uourrorLut 

(9)

Beys: {It remalrrs a matter of eome dtfftcìtlty to ålecover what

so}ld. oontrlbutlsn he has nad.e to our knowledgo 
" 
tl

prcfêsso! t{1tche1l {¿¡gr} sèys hts cont:d.butloa
to econom{c psyehologynlay in presenting the paeeLorr between tho
son€F åE an Lne¡radllaabLe hr¡np¡ lnetånct -- modLfåeble (ln a

sêoond edltton) by reason.tr

lYe nLght note Ín passlng that thle io largely ln
aoûord. 'ñlth ¡aod ern sooÍal paychology, thus ff€Doug*ll (1i275)"ny..

trlt ls p¡sbabLt that these tvrr 1nÊtj.nût* (the repr:oduetlvê ¡ìnd. th€
pa¡'entel) dlreotly åmpe3. hunan bêlnge to ê great€n Bu:rr of aoùfvity,
effo¡t ând toll than all the othe:: Ítotlvss of hunen åotÍ.on takên

{Yl R. 'I. Malthus, Essa¡r on populatlon, ånd üdíticn.
(8) Hen¡ly âeorg€, P?ogreEs aud. Fono:rty"

{g) Encyelopedla BotannLaa, }lth EdJtfon. srt. ÀlaLthus.
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togetho*.8

The polnt tÞ bè noted, hÕwever, le that the work

€f $âlthl¡g wa* a gneat ånduotlve ðt udy ooyêrång rnany lenðe and

üåny Bg6s whlch proved that populatlon hed tendeê tÕ outr.uã ftlod

gìrpply. thLs tend.ency was obsou¡red fon a tÍne by tho erå Õf

ånåuetr.lal end agrLeultural e:çansLon of the latter nlneteenth

çêntury, but lt ås beln6 fo:rqed tç the attentl^on of econonlate

4gåf.n now, e.Þ. ItelrnôslLtið4o) and ånsofsn ês lt forþs pant of
i:he doct¡rlnes of elassloaL poLitloaL eooaomy 1t hae an lndustlve

hlstor:lea:. cnd statle!íoal baels, and hêace la unaffeeted by

åny psyôhôlogLeal" eevors lta exponenùs may have enterù¿lngû '
It 1s, of ooueãê, adsl.tted that any attenBt tc måkÈ

the åostrin€ of Hèlthun the basÍs of a prodloïlon that all
pitogrê Éð wåll fsr6vç¡¡ be nulLlftreå by the lncrèes€ ln the ¡ropuLa-

tfon of, the eerth would. bo rrnwarranted, brrt thi. s ¡:oaltlon l"s not

an aooepteCl pa"rt of slagsl*eL psll.tleal eeónomy.

{LO} John M. Kêjrnes, trAn &conomlets Yiew of Popu}etå,onrr
tn Ffs¡ahester Suardlan Coraneroi al, 19Ê3,
ßecsnst:ructåsn ln Sulops, rsêotlon 6r
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&-- iel--qåsåqqÊe4*93
Senfo¡r clalms to havc been the flrst to for¡mrlatø

the psyahoLeglcaL p:nemieee of e cons,nle theory. Thås ho dld 1n

hLs f,smous |tfou:l proposltLons on Ehfch the ðGlsncê ôf pol'l.tlcel

oconomy rêsts.tr Of these, two nay bo ooneidored psyohologtcaL,

ônef enrbodytng the prlnclp3,e of populåtlon, and the other statf.ng

that every nan a1€81]!oug to obtaln adð1tl.onal sÞalth wlttr es Ltttl'e

sacr.tfleø åÈ pÐsslþlê. 0f Èhe lattor, tre aays{ll}r tìIt Xs ¿n

petltloel eècnomy what gravllratfon le ln phyaloa, the ulttruate

f aot beyonC!. rvhlsh reaa ü! eaanot go , n

Nôw Lt ås to be observeå that theee Brj.neå¡rLeo

1'rere not bo¡rowed fronr psyehology at alL, but f,rom the old.er

economlats, end we mlrst thenofore dony. Ëcnlorl s cLalm tô belng

a peychoì.ogloaL eçer¡oml.et '
Eie *ontrlbutton to eeono& solencs was the

abgtfnenco tlrooryrì of lntorest. Xnter"est belng a nec€ssêry

rêrrå3dl fs:' ebstalning f¡ôm the p¡eEent consumptfon of woe.lth.

Thls prôpo€itloa has beon rldlculeci by psyeholo€lste and €conomtstË

sLlke who pólnt olxt that moðt åate¡'est ls reoel.vêd by peopS,e raho

Livs fn waetefuL ettraveganèê, and of whom lt ls ¡.ldlculous to

s¡lcak of sbsi:1nenoe. Iù ls also polnted out thet Êavln€ would

take p1acê lf no i¡rter€st w6ire ¡tsid. ¡¿arsha1L( 
17 ) flrbetltut€B

flffaltingt¡ fcr abstj.ncnes åÊ.a nore $lftable word. But th6

guestfon that we tlåvê tâ des!.åc lc: îrÐses the paynent of lnterest

ånduee lendlng or the påynent of a hlgher rate of, Lnterest

induûÈ Ì1or€ lendl.ng? ,Ànd J.t ls a patent faot tbal; lt doêg.

{11) vJ. N. gsnls}", F?tnctplès Õf Pol{tlcal Economy.

{1?) Àl-fred Ha:cahal}, PnlncLples of, Economlee.
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fhe eamç questton aåy be put negåtlvelyr Hae any cthêr motfve

tbån the 1¡ a¡ment of l"nterest been fouåd ÈåÞabl€ of pÌoducl.ng

tho eame resÌr1t? * end êgaln thc patent faet 1s that lt has not"

fhê asmtrl,n€Ct for.se of Rellglon, law and publl"c

0pfnlon nrere for¡rd lnsufflctent tlrroughout the ¡ulédle agse to
prêrtent the t a*1ng of ¿nteï'Êst on cåpitå1 ¡ å!rê åIt the a¡.ts of
Ðoils¡on J ournal;l em and gaLesmåneh1p, *u::klng on a very strong

eent!.meat of patnlotigm, rrere r:nabLe to p¡roducÞ a losn fÕr var
purposôË r0lthout the lnduoenent of hlgh ånterest. The itootri¡a
of the payment cf tnte¡reet âs s nçc€ãÉa¡iy pÊpt of the etql enães.

ôf p¡oductlÐrx fs e faot. of €xperlenoe indsÞendênt of Êe¡3lorr s .

peyohology.

o' --dot4--s!gast .Ì{tll
Âe J. S. trdj.LL ic SenersLly ðrBsld6x¡eå to be the

¿bLeet ê¡rllonent öf elassloâl pof.ltlcal êG ôrrony ln Lts go¡ûplete

f,o¡lm -- ¡tthê apogoe of claesloiam', &lüe and, Rlgt {3"å:548} ,,
v111 be fltttng to dLscuÊs ln conneßtLon wj.th h1å nane some

f,urthe¡ doetrlnes of pol!.ttca3. oecrony whloh bave not been part5,-

eularly essrctateå såth any. elngX.e indivlduaL, andl to sua up thc
r€6u1ts êf ou¡r elqery¡ånatlÕ¡r r¿p ùo thlø polnt.

gJlth re€arå to lho thsôry of internatlonaL tradç
1lttl"e nê€d be ðât^d. The aËÉunptlsns sn whleh lt depand -_
álffenenasg ln oomparatlve eogts of pro uctlon, lmnroT:1.)"fty of,

oapl.tal snd Labor as betÞreen countr't{rê c onþined wtth mobllity
1¡rLtbLn ooufitsles -Þ ãre not psychol0gfcal aoaumpt{oaa exoept lnsofa¡

{L¿} Pfèê & Ëf.ot, ãletory af EosnonÈe Ðcot¡:inog.
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åÊ thê]¡ arê pÊrt. õf th6 gône?êl thso:ry of vålue whteh wll-l be

dl.scussed laten o

ûn $he oubJoot of noney, however, more muÊt be

eald. !'ll,Ils staùee: ngoney ls a mashino for. doLng qulckly anð

oonvenfently what oould bô done Loss quiclrly end conv€nlenüLy

wfthout lt.il And ln hLs enå.lysis of value he pr:oaeeds on the

åÊãu&ptå,o¿ thåt een 1n busf,neeg are rgelLy seeking sorne foru of,

consumbLe coemodX.tles, lvhergas tho faot Le thaù bueLness nen

wånt to meke noney and do not go furthex" ln thel¡r analysla.

Thåa poeltlon has been epLticløad by ft,ofessor ?rlitchell {4¡9?}

vhose å:rguhtent ffey be eruona¡¡lzËd ê.ß fo1J.o!Ðs ¡ nothing ðhows how

ng€1t hedlonlstl,c peychology ls foz' usag cf trôqdern soåeaÞê thån

the f aot thst thê mÒre pelf€cbt y tts pres,otroeptf ètre nfe worked out

Ln eoono¡sloe ttle l"ess does the theor.y *orres¡rond. to faots r fhc

Ëónêy coneqpt aår1od by aco ountl$g tretns the reason arrd JostJ.€e

pegp:.ê olrt of uãprsflteble hab1tð. Funthe:,, lt eetabllabes

norme of conduet in buefness and flnalLy Ít constl-tutea a aystem

of Yrhlah $e haite LOat Control". Therefsrer no thoory ßan sÊtls-
feetortly eêcoÌ¡nt fo:r the ptrêsent €ysteï¡ wh5.oh *llghts the ¡o1l
of money. If lt be angue:r€d that econonlc theor'¡r doee not aoooìrnt

for l:ut give ån "oao,*, of , the prÞsent syÈten we rlalr e-nslreF, -
1. È.{ode¡rn sclênoe reekono no theo:ry adoguato ae an

explanatl,on urLess lt indloates the lfne of derlvation of the

þhings *xpLa1neô, srnee thl s 1r a fu¡rd.amental pa:rt sf the unde¡r-

sta¡dlng of e.nythttrg,.

å. Ån attem¡rt to explaln tho prsaoat rytrthout :refereaca

to the p?öçêFs of eTrólutlon ls aytLfloLaL, suBorf{cå,âl Bnd å.noom-

p:.ete" It ls â:itåftÉ1å.1 booåusê ¡yhat le slearly Ln the business
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Ilanls heèdl Ls ¡ead out end a substltutê 1s 3Êêd ln. lt ls
super"ftafaL begause Lt d.r€s nst revËål the lnst!.tutlonel basl.g

anil partÍal oharacte¡r ôf eoonêrråc :retlonsllty, ft ås lnecupletø

beeause lt daeç not tekê secoulxt ef the ¡'efLox lnfl-uence of
peèunfsry lnsè!.tutt ons Ên geononlc aetåvåtlÞ$ ¡ €rgr the nakång

of goodê ls eubordLnatod to the maklng ôf nûney. The theorlst
who Leaves out pecuniary oonoeptø ln alr effo:rt to get a elear

?åen of the re*l.ltlêE thât ar,'e auppôaad to låe beåind the eymbols

is superflc!-s} rvhê¡re he trles to bo proformd.. Ia ltraÌry çåsêB

LlttLe does lte behind tho syrcbole.

Parad.oxåcal"ly eaonorulsts hsve been apared feoorr

worso érror by over atlrex*1ng the noney eplri.t rl'hlle lgnoll,ng

monèy i that ls, t'pleasure-palnrr ås t¡ra¡relaterì lnto ¡rBnoflt-lðrsrr¡

enê moË.er5] m€R å$e enougb swå3r€Ct by peüun1âry 3.oglo to make çuch

a vl€w posslble, but åtE pLausibtLity å€ Cue to s confuslon of
thought.

A fr¿rther sase of etz'or dus to thfe rêadlng aut of

the buslneeg &&nts head what Ls reaLl.y thepe ls seen ln ìd1111s

lreatment of ov€rproiluctloÐ. Hê eÕnslders 1t a sufflclent
refutatlon of tho theory of general. ovenprodlr"e tl oì to Ëay that

men produog thlng ã for" tbe gake of s€ûu¡rlng othen thl"ngs, anð

therefaren everythlng that le pr'Þ¿tusÉd eçnstltutos â demand fo¡
gorÊêthL¡¡g €lsê. Shf g wou.ICl be t¡rue ff thlng s be taken to rnean

eonsurnabl"e eotnnodlltês, ând ln thls neanlng the etatement ls
I

obvf ously rl:xül'tre. Businees mer¡ ¡rrâê noÈ neeklng to sbìjs{¡r eon-

nodltlse but to makè ¡û6ney, The theory of overpr.éduetlon nay

be faLlaclouso but the above êxpeeltlan by Mll3. v¡hLah has besn

aoeepteù ïry roost eeonomS.ats eêrtålnLy fall.s to expo6ê the faLlaey.
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fh€ $lentlty ùheory of money ån fts slmple form

1* another propos!.tåon that does not depend on paycholog5.oal

asou.mptLona fs:¡ 1ts valtdfty. Tbene are, howsîer, ruany

phenoroen* fn oonnectlón 1vå th the theory of aoney, bankfng, srpeålt,

irue!.ncs* eycl.os, curr¡eney lnflatLon and. depreglatlsn, which are

psyohologloal ån thefu natu.r,e. In eotlçetfng lnforinåt!.on con-

oorning nêùlreps of, tb-i s klnð an lnveatlgato" wtrll t'e åolng work

that Le both paychol"oglgal and eoc¡runLè, end a knowlodge of hr¡man

peyeholcgy w111 be af gneat as¡fstånee in ur¡derståndång thob.

Neve:rthelçeã, whÊn en economlet wlæhea to arrl,va

at an oxpJ.ånatLon of å orlsis, f,or lnstef:eoo {t ls the fasts of

sr.lef"s, df. ecount råtès, hankruptays, €tc.¡ that he 1e aeokfng to

e¡(Þl,eln. He useE the nethoôs open to s}l solenees, nameLy,

observstlon of faets, genêråLlzatåon the¡refro¡a where posslbl€,

referense to aeoeBted prfnetples, test anð, lf neoesaany,

rêvlslon of prlnaipl€B, ån the Llght of the faéts, But the

pclnt to bé insLstçdL on La that tlre prlnolpLge to rrhloh pbønomona

&re to be referred are çeonomLc anð not psychologicaL prt nolpl,eø

and. al-thouglt a sound paychology w:iLL make the r:nd.e ¡" e t anil lng of
the feete €âsler, stl1l 1f ùhe obse¡rvatl"on of factg lg broadl imdl

soeurets enÞu€tr and the logtoal 1nåuoülon coærôct saough, th6

e:rpLanÉtlcn s¡n:l?Êd at ¡¡hould bo vaLld even though the investlga-

ter le not a t:rained payohologlst. The lítsrsture oa thia subJeot

Ls voluxûlnor:s ånCl conetantly gro$rlng. Professor MltcleLf has

co1tsoted ñeve¡ral dlstlnat thçor":les of buslnee ßy!leô.t15) Án

ôxâninatlon of theea reveaLs that eu-eh dlffe:renoes as exlst ( anå

they aï,e neny Ênd wltlo) a¡e not naafnty {iêpendent on psyohotogloaì.

(15t !9. C. HltcheLl, Businees CyoLea.
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åÊsuetrttåêns cf the varl.olls autboPs, buù are dlì€ to dlfferent

enålysês of th€ faete, orl år¡ gÈm€ eeg@Ë to proeonceived oeonsmLc

theonl.eæ, ¿ïnd 1n any ûaãe the queettons that lcnue betwoen the

ði.ffe¡rent wrl.ters on thle Êubjðêt oan onLy be sgttl.cd by referenee

to the f aetis of the markotPle-co.

Dxs6y {14} sayã thåt &îL}1 rêpresentê a transitlofat-

stãge 1n the develapnent of pÕlttteel thetryr that i.et a stege

botwoen Benthe$J,te IndlvlduaxLffn snd tolleetlvlsm¡ $í111 hLngelf

oons:.ðoï,ed. tlrat hls ehief co¡rtrlbutton to e oonomåo theo:ry $ae the

dtetinctr.on he d!:ew botween the Lawg of Froductlon and thoge of

DlßtributLên, whereas It:lçeråo t s fcllowarc hsd ?epreãðnted tho

Laws sf dJ.gtr"å.butLon ss sorno'bhing of a natr¡Jre of J.r*nutable natural

lawe. ;i111 regardled them ae subJeot to modlfloatton by soc!-ety.

Thàr may be 6cÞËldereð ae an el?rÞr resultlng frsm

his fntelleetual:islm, though ffåll lvas uneer no delusfon as to tho

a.btllty of tho ave:rs€ê olðløon, y€t h6 probably ovorè$tLmÈtÊð

the åü13)¡'sr'€r11€nt that X$ tô be e:rpçttêd f¡ro¡r edueatlqn. Thls

queãtion of evaluatl.ng the pr:esent o¡rdsf ü1111 be dllacuessdl latert

aLl Èhat nood bo satd hqre ls that &ftlLra vlens on thls subJeet

havo ns* been accepted by oÈhe? $:rJ.têîê ând cân hårdly be oaXLçê

a pÈ:et of e3.a¡sloel poLlttaal s * ollomlr,

Th63o rôÉains for dlscusslovt tho grrestlon of value'

0n this H* u*y*115) 'rFortu:nately no.bhing re¡tlå1ns f or the preeent

{rxr åây othet lv¡¡l ter to cLear up.lt

Âs thls le tbe meln questlõn dèelt r¡Èth ln the naxt

réûtlon of thås thscfEr J.t ryill ¡¡ot be åiBcussêdl further hçro r

{14} À. V. Ð1oey, I¿ålr and 0plnlon Ln &¡gl"sndl ln t}re l9th Conturyo

{15} .t. s. SiLls, pr!.nclp}es of Pel.ltlcal. lconomy"
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, 0u:r lnvestlgatlon of the older slassleal eeono-

nlsts ls now cl-oged. l#e have seen thaÙ ¡nost of theil lrnportoat

doot:rlne, ereêpt the theory of value ro¡hleh 1s st1ll to bê dlsûusÉed,

arc nst lnvaltdated by thelr false peyehology.

tr?e havç gesnr however, that the faLse aesumptloa

that men proåueê conmodlltlcs 1n ordeÌ' to sbtain eotmodltlee has

leå to sesiouã gonfugloe lf not to setual- êrror.
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3. . PsJcligL0GI$,{Ir- EqoI{oMH rË

!ïe now effiÉ to etudy the eont:rÍbutlon nêåË to

polltLral ê€onomy by a grotrp ôf .rdon ltho Ëe ÇoncXualoRs have eo

fiuch ln coütíon tlrat thene ie no dåed of df stlagulshlng lndlvlèusXe

ThcLr oommoyr featu:np es Glde and Rist """r(t*) 
rï€ flâêltty tð

the dqstsfne of, fårra1 utfllty, whateve¡' thåt eåy $lêEttcrr

Jrs tho:lr name Érggesta, thei"r work was avondly

based on psyehology enå up to the last few yea:ra lt wes f,n thÞ

wo¡:k of thås salþol ths,t tbe contrlbutlon of psychology to *con-

omLes conslsteú.

Ì1i¡ s. Jevo¡rs(183Êq6) ûpênLy baeed hle dtrsçugslon

of vâLue and dle*rl.butlon oa 1,. theary of pX.oaaur,e æå pgln.

App:roachlng tho subJeet from thle angLe he natur"al-ly gave greaten

promlÞênçe to utllfty than illd his predecessorst tho&gh ono mlght

:rot bo pnepaneð fsr hle dl.stum: trïaLue dependlt êntlre!.y on

uttllty.tr
Íh1s sbatenent beceûre thc lcen¡el qf ths theory

of value put forwerd by the Fsyehox.ogloal or AuçtnlÉrr Sûhoo1 3f
spononlstgr chíef of Ïrhên wÊtro csrl l{angêr, F, von l1fåeeen, and

Eugên von Bohu*Êawerb.

It åa not gasy to glve a faår surunâïy of tho

argument by whiph lt ås atteuapted to prove thle polnt l.¡ the short

spqeê åt $y dlêpGga1, but i.t must be unðêptakên, Ë3nc€ what haê

seêmed- to be voX lcl Ln the rearonåag of thosç eeonomistg, ?ra.ð b€ên

aeceptoû by Later $rÌ"l,to¡.g and for'¡¡s al lntegr'ai. part of åorctr)têd

seono$lsts.

{X8} lT' S. Jçvon€, lheory of FoLlti.aal Eeonouy.
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Fcllswlng sr,tt t {19) the outllne of t}¡Lg theoly

{e as followe t

ngtlltty 1* the eapaolty to oet'sfy a want:

eslue 5.s the re¿ult of, belng a coRål!íon of the aatlsfaetl'on of a'

îrånt, e.g. as o a¡lablo of, quenohlng thiret all Íråt€r La uaøfuJ',

but åt doês not obtaln any vaLuo tlll" esme Llnltetlon of the quanttty

avallable makog lt the lndiepensable conilftlon of a satLsfaotlon,

that ls¡ lrhen ua€di wlthôut quallf1¡at!'ôn by these wrlter'e vsluE

m€ânÈ subjêotll¡è !¡a:.r¿ê .

illhç ssale of veluøg adtcpted by the ôld esanomy

tneseesat'lee, eomforte anó luX¡rles ) Søï¡'esBon€c to Ïro aotual, gGelgt

It is adalrteð to cÈroumstsïrogs so åi"npl€ as to haye no segcsblanoe

to any knornn forn of aoof.oty, êr$r årl oråånery coursê of llfe
d1Êmonds hêve a g:renten uttllty tï¡an bpeað.

tt $uppose a Crusoê on a¡r lslanit wtth flve gaoka

âf soïîl, tiso he ne€Cls fôr f,êo¿l, the thl'rd he feedls to pouLtt'y, the

fourth he nakea fntÞ horie*bIreB aÊð the flfth he f,eeðe to the bl:rdl¡.

$h6 valuê to hå,n of each sêek {elnsê a3.l gacks æB âtgke} ls

mEarunoð by the lmportanoe sf the ryant satlsf{ed by the 3.ast sack of

cgtrn, h€¡.o, the feoilÈng of, pêùs, Thuo the våluê of any god '

oa:r be found by !.nquirlng whet want rryoulå go ïnËatlsf,lçtl lf thå €aodl

øere lsst. fhere 1s alweyå a Lceet ¡vanü eatíef,led, tho lmpo:rtatroa

of thie qerìt detelalnes the mar"gl'ua3. utlltty of, the gsså thet

eatiEflgil Lt. What detennånes the valuo of, a gooå lã not 1tê

greateet utållùy nor lts åvêrage uttlÍ,ty, nor: yet lts lease ccn-

eêlveble utållty, but Lts r4er8lnå} uttllty !n a gtrven cl¡,cuastancas.

{fn actual Ltfs the vålu€ of, a gooô te rstroly

¡roeaured by tho utlllty it afforde, but by the utj.J,ity of somo othen

{X9} Þ\n. gnåx't, Inïroductfon to the Thêory of laluer
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gôod, fhe th::tf,ty housenif,e who haB Lost hor sì¡pply of butter
doês nÊt do wt thout butten ar.togethen, but g6t.s s @re more anal

doee without r onrethr-ng el,ee, alwaye the l.eaet ln. he¡r partlculer
s@ale of wants.

ttlt Ls the nelatLon betv¡een a manls sants snd
hl,e ¡esou?eêa that deùe:rnrlnes what partiCular. uee of a tlring ls
tho laet' rhì¡Ë, Hhen tnanoportatlon ln the ¡¡iddLo west was poor,
whon eoaL wêg gêÀrgê and corn plentfful,, ootrn rr&€ of,ten ueed. ag

fue3., that ls, Lts nargi.nal. utllity yras f.e1 . The value of an

edaltf gnå1 doll" a¡e to a r.xoh mÊ¡x ås emall heðauge h€ hâs few u¡¡-
gatfsfåed santgo

nucefulneso and *¿areíty å¡'e th€ uLtlmate dcter_
m{nante of the verue of gooùe. usofirlneee rndrosteÊ the herght
to whLch the nargrnal utfL1ty fn the moet extnerde cå'e may nrso.
ËssrcLÈy deçlðes to what ]¡ol,nt the marglnaL utlltty actually doos
råge Ln a s trro:Fete gase.

rrOf côulese, cvet:y månr.s subJectlve Beal@ of,

value s 19 dtff€rent franr evory other !dêntã, but Ì!rê ar6 unoon¡cLouæJ.y

lnflueneod by the var.uaûio¡rs of othens. Trle mrght value a cÞrtaln
thfng at a hund*ed dor.r.are but if w€ frnd i.t overywhese valueû at
flfty we would rêf,use to pe-y mor6, henoe 1t ca¡rea that obJoctlve
valusg o* prloes ruay colncr.dè 1n splte of the drfJering aubJeotr,ve
valua.tl,oss anit dlff,eping wealth of va¡rtous lndlvf due3.s ,

In modErn lnd.ustry gooda a::o pr"odueed fo): the
u¡g¡FkeJi and Lt nay almoat be ssld, that sì¡ch gooda have no eub.leetlve
va1uc for the ser.lors, pr.rce fs deterßined by the valuaÈr,on cf, the
mar.gtnaL buysr.

'rÏf tlxe Goet of lÍ€duetiôn theory we:nç frue the
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r¡alue qf a gÕod wôuld ûoËtê fncn lts paet. That the såuse of
co¡:rection r"uns the o ther wây rnay tle a6ên f¡rom the phenomenon of
ndçad stoek , llorqêvêr gr.eet the coot oxp e.néed on an artlcle, l,f
tho pubLto wlLf not havo Lt, a}l. thc csgts !n cb¡elsteniloûr ryll]-
not glvo Lt å velue, Suppoae that an ertlsle, of whlch there ¿g

a etook, 6oes out of faehLon, the value arrd the prlee of lt f,all
at ouco. 'fhe f1¡rst thLng the Xemedlåtê manu.f,aotur.er d.Èes lt to
ask himsel-f Lf he oen ::educe hl'g aoete to suit the nen p:rloe: if
þe eanngt he abandç:re the manufaptu:le, and å.t passen probably to son6

rnerr who ig abLe to Broduee noro chen¿:J.y, In any gase the êost
¡¡u*t oonform to tha velue.rt

V¡¡hetw8:re. to oay of thJ.s.doct:rlne? flne doeÊ noù

need. to be sn eoononist to sse that lt ls a onê-sidgd ataternent,

nor a peychoLçgr.st 'üo see that it is a feLeo accoìült of hu¡oa¡r

behavlsuy. Ã¡rå rvhen wê reêcl: {Ao}aa¡ nÐtanonds end. goLd êrè th6
luxu::l.ec of the 

"åeb 
ånd åre p å5.d f, o¡r ln the measure of the pur-

€hsê1ng pÐlÍËt of ttrege o1a-sses, Food a¡rð tron aro at the otl¡cr
ondl of the ecaLe beçsuse they ane gooå* fon the people,r - Wê

f,ccL that thoL:r effo:ßt at sonsl,stonoy has Lsd ilrem to abeurd,l,ty.

flhe Êtatêne¡rt of, Rlea:rdlo, quoteå âbÞvo, thåt
prL*gs ape deter¡¡lned. by eanpetltlon of the sel].6rs, någht s€êE a

EufffÞfent r.eply. lhe expl"anat{on of the sLile:r êoonomlsts

Gþ¡'ta1n1y shsd. mótrè l-tgtrt on the subJeot¡by detenrntning e:peneea

of SlroduotLûTr of eny g5.vên qonmodåty a pejrson ce¡ anr!.vo to3.erabLy

nsaper the prLoe et lrhloh 1t stl"L bè found. aotual.J.y to se!.L¡ a
¡reeult r¿¡hfch eannot be obtâinod by Lngut:rtng Lnto tho subJeotlva

?aLuatfo:rs put on a gooûs by sny nuEbêr of 1ndl.vådua!.e. Ân unktnd

{+A¡ Fo von 101esen, Dep ¡{å.turllohe l$e¡¡th,
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spitlc of the Payahologlcal sohool nlght aay that utLLtty €åä åstsr-

måne anythlng but pr'tcê, å.e¡ lt ean êsterþfn€ what wl,lL be

pr€duegd and hôw !îIoh, but value sr p:rå.ûÞ 1s deternlned by e:ç enses

of pr.oCÌuotåon.

Howeve:r, the dosÈrÍue óf mårglnal. uttllty hae

boon fncon¡rorateCl Lnto çuFont ssónonLe thso}lês, a t¡6rfoa1. sfamplê

Is the foLlo$ln$ frsm Taugsl,ur{*olre:'} though simllar stetomenüø

may he fôu¡rd 1n Sarøha3.l, l{lcholaon, éel1gman, S€ager snð Ely:
rr ûne set of kolves snd f,srks is essentl.aL to

oIêârrly eetlng. A sêeonil Eet fa hlghly eonvonlent, a thl,nd some-

wlxât less so; the¡re ls a úeollno ln utåJ.lty, untfl åt Laet the

stage la rõåêhaå wh€¡?Ê en aitdl,tåonaL set l€ a n6re encumbBar¿ce.

fo thle g€¡lerå:. tendenoy we glve tho nape of tho princlple, or law,

of ålrnfnlshfurg uttllty¡ The prlcã of ê ooffrrorllty dependa, aa the

case ås commonly etated, sn tho ].east sf ùhe utLlf.tåoo yf.elÉleil by

the supply, or on fLnal utlltty. Prl,oe, or value, dspends on the

utlllty sf the laÈt 5.no:rement"n

In $Ìbsêquênt tlasssgeË he ßhows how úeneadl,

¡:ef,lootlng utålLty, oan supply, as governod by aryenser of proituctton

and. nsÏ¡Ès, arê $ot ¿ndcpêndeÌÌt but nuüual}y deterrnl,neð. The ol-de¡r

theory wåe rÐ:long in neplesentLilg eË å chafn of eãl¡EatLon yrhrt naË

reel3.y mrtueL caugetlon. The poycholggtcal eo Ér¡oul sts slnr¡rT.y

n€v€raod the ehalrl' of causatlon.

IIow the feot of d*nfnishfng utlltt,y le not e

psyoholê91ûaL fået, but the feot of dtnlnlshång vâ1uat19n, through

rjthlah a].onê prlcB 16 effeetetl, fa. But ths.t Lt ge a faet rnay be

¡rroved by tbe obJeÈt5,v€ €rlterLon 9f prl,se. It may bo p::oved by

{eCI) P. !?. lauss.tg, Prfnclplos of Ecgnonrfe*, VoL, 1.
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obsêrvåtton that a p€3'son ç11.1 påy leçs fç¡' ã thg.n6 the søe hg

hae of lt. ?he orthodor tÌ:eory of ?eÏ¡er bôrs€vor, r€quXros ¡roro

than thlo, lt regukes tl-rqt the uTllåì:Lee of dlfferent lhLngs be

conrtrrareê, ag weXl as the uti.l.l.tf.ee ôf dlffer€nt quatltitleÊ of, thg

gårno thing, and thls contt¡ntlon 1s capable 6f no suçh s1ìnpLe proof,

1n feet, thls 18 thå wealt polnt ln the ou::rent ïheo:"y cf vnlue,

lhus we Bè6 that ühs theory of velue -- thô

gentral th€ipÍoa of economl* s61çrrcê -- Ls bageå on a psychoXogfoal

as*umpttr on. l{e have tc lnqulrê whother th*t agsu¡sptlon 1s t¡'ua

or false snd tf faLae to vhat extent eoonomie thêo4r lu thereby

lnvsl-fdatedl.
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pÁnE Itfnr Pnssgr'¡t ùoNrnûvansY
A' Tho Attaek by the Psyohologfoal

þconr:rnlsts,

Ae lnrlicated aboven it 1s upon the dcetrlno pf,

margluål utlllty that the at{:aeks of rnode:en phyoÌrologåca1 econonlats

have been diroÉted.. lr h@dorllÈtic psyehoLog¡r r we are told, l.a

fel"se. Ît faf}s abaolutely to aosot¡rit for the r¡¡åoniabl,e 6xâm¡>Los

of, seJ"f,-$asrlflog of li/hioh hietoily from Rs$r1¿ã down te f'tr}l.
\ie nov¡ :ú'êgård üân sa a product of an ovolutlona::y prooesa, an anlmal

dlffe:r'lng" to be sure, from othe¡r enl,mala, but stll1 åa anfudåX

wåth hle fuLS shers, moat psyehol"egLets Slos Jåmês *ay, mo:re than

hls gharo of the Lnetlnotive equåpment of ¿nLnalc. Iïenee any

accour¡t of ngnls åGtions whlch overlooke tllls facts ls fatss,
tlgarl lg only a LlttLe bit ¡reasonabLêr errdÌ to a very great exten!
rrnlntelllgentJ.y raoved l.n guite unreaaonable ways. 

(f¡ff)

fhl.s is the roa]. basis for the attack on the
theony eif rna::gfnaL ut13.1ty, bub the attaok Êpp€ar* Ln meny foruo
êh.tof of rryhich w1L1 next be briefly zumra¡Lzed in sucoçssl,on, aften
Tvhtch thê repl.y that Õth€r €conomåste have offened, sl1,l, Þe gtatedl

and sone reflex Lons on the oontr"overay put fo¡,ward.

L*-n"_.S,-,9orye¡ (Êa)

ÍTo app3.y the bedonletl,s caLeuLun to eve:ry ðay

€Èûrxoúåc åffål¡pÊ requlnea no s¡aal^l df.alectlcal fLnesse, brut tho
marginaL utlllta:rlans a:re qulte equåI to thç faat.

trIt was already observeô by them of ol.d t!,rue¡

Èhat ealee of, a çorunoålty fall, off ¡yhen itr pråce :rtraeo, it åddla

notlifng to say that eaLeg faf.L off booause sono pe?sotre buy other
thlngø on keep thel.n noney, whÌ.oh ia oLL that Ls Lef,t af, rnengl,nal

utll'tty when you subtrâot hedonlæ$, o¡' àhe b*laneLng of utlll.Èlç¡.



-å6-

nlda::gånal utlttty tÉ sqilêl13r i:nable to explaln

prloe. gogå få1l ?$ 1n ten daye. lïhy? lt 1ã no nÕre ån

expXanatlon to oay thaÈ Þrise tenås to oolnaide wtth rnarglnal' pr.lð6

aff6r, than bo say lt åË sueh as to equate dê$sna ånd supply. Tho

explanatlon la nct a phrase thât desÊriboå the outccne, but an

analyeis of the fc¡rees that nå:de the oì¡.tûonÊ sh:rt it 1s.
ûfhe¡'ç 3.* a c øaplex market o:rgs¡rl¿atlôn eapablo

of prodlralng qu-lte ø!.de verÍatlon 1n prLçc lndepêndent of va:rlatlons

l,n pork*eåti"ng habf.tø of the po¡nd.at{on o¡r the agg::egate elrpply of
lrogo.

ilMÊrgt:rsL anal-ysls gets nowlre:ren beeause the

mar€fâ le flxed by the fÕraes that flx p:"lee. The marglnal uttllty
of tur.keyc at fhanrk*glvlng 1e the resuLtånir Ðf v€l"y ¡¡¡rtôrÒl¡s

domend forse* end suppl.y fo]3êes, whlslt s¡re the fastoriå of rnarkel:

prlce.
ÍÍt ls not öhe va3.ue problemr as a rvhoLe, rnuch

3.esa the uXttrnate Srowrd of value, ìrut pat'ïlculâr Írrr'sê€ wlth Trhl'ch

ðsonÞ¡riÉts nust deal 1f thelr sciençç ls to be mo:le than lnteLløotuel

pastlme.
rrDi.ementary hì¡üåri natu.:.e may or not be falirly

u:rlforrn, bi¡t 1t wo?ks thrôugh lnståTutåon r¡shtoh cne not. lða::glnal,

utlltty esononics l-a årx ad-ulrab3"o bodiy of diaLectl¿sr- aoa?se

aurpassecl for sub'L1ety ranËo ånil wsnt of co¡rterat but ths ffuroet

produeùn of, medlaeval echoLastlclsmn lru-t 1t hâÊ not oon'brå.buteð

anå car¡not aor¡trfbute ts the el"ucieLation of any p¡raatlc:rl BrobLon.s

124) Ë. í. Þowney, 'Jha !ut3.11ty of ¡ìlarginal Utii"tty.
J.P,E. 18.
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(4)
?.-*å"*g:--Eå!sUsU
ttThe aøsunptlon of natlonallty ftts the Depart-

nent of Conmrmptlon' nowhere sutslde af econorrlc troetlseg. Håblt,

cuggeståon, lmitaÈ1on, are the acùuaL foroèe aù $ork,
Itüot'e fund a¡neüta 1 ls trhe problem of accoüntXng

for econonLc råtfoÍrBllty ltself. !]e xllrst €xplRtn the teelrnioal

methodld, the lnstltutlÐes, end the tr.aLts of hulrìan natur€, ôrg,

how reconcflo the lrksomeness of labo:r, wf th r¿anf s success 1n or.¡.t-

st:rlpplng aLl ether ÊnåmåJ.s, that is, oconolnlc :rationaLÍùy le an

åüqutr:ed. aptltud.e, a¿d as sush lt ta a central probLen Ln 'gcono¡dcs.
lven åf eoononlstg stårü 1vl th lt as an aesrxaptfon they år€ not
juståfied in stÉppång bofore they håvê ¡rade lt a ¡:robT.em, å&ð ln
s d.oing they w113" wo:?k bâok i;o hablte, lnsùJ.ncts, etc.

l1The t1Êlr.f,o1$ ãngllsh vlew of economise laade to
faflu-:re to unde¡rstand. conðeptÊ havlng a soû¿Ê.L orfgån. A goôê

proof of the importaneø sf ec onoüfc eoneopta 1s furnfshed by tho

bLr¿nder"s eçonomists have made by lnputång mod€rn c one e¡lts to
prlniti.ve men. Tt ls a no leÊs serl,ous þlr¿ndsr io take the mod e:rn

conaeBts for grsl¡ted ås part of ¡rant s natlve enêourtent, snd, th!.ð

ls the reault of pesslng the evolutLonary phaeee of the stl,bjeot

over to cùhep eciencês. A furthëi. r6su:.t Le to p:rovent ths com-

pnehondlng of the tr'ue eha:raotcr of the låntted Íarige of phens¡aena

wlth ?rhlch the ee c¡oo¡nl st profoseog to dea:...r

å;,4. -9l. Twsg}l {Ê5)

ßSconor¡los ls not independient of payohology, the
past ts not a r.eLiab3.e guåde to the future, foreoasts îouat tekÈ intô
åÞcount the po oså.bì.ê reåêtlons of all the åndfvlduaXe Ln the manket.

(eõ) Rr G, Tu{$ìr€lL, I{rrman Natuðe ln Þêononl€ 4hsory, J.P.E, ðO.



wlljtch ås not exêlud1ng human nåtuae.
üIf lif,ê rsePe entl*oly on the lnstånetlve level

ehóloe woulå bç åote¡rnlned by the power of ân årttclê tÖ sålL ouÈ

¡reÊponsg6 of the lnålvldual, but thene ls a srugt of habit g also

:reflectlsn on oogta and alternattvss ' Xf we want to kr:ow what

gconoralets neårìs by the melrglnal buyêr, we muat lffIo\¡r whâb croatoa

the least w1lllng buYsr.
ttMarglnal utållty doâå not êxplåln p¡'f46, lt

¡ieducês ûemqrrd tç an unknovn quååttty whieh Ls a hunexr netü::a

quantf ty, It 1s 'bhç task of so úüxo¡tl€bto tu¡e'n thoee u$knôsns lnto

trcxonns, Érnd ln Ëo dolng thêy wl'Li" be maltlng a contrlbutlon to

psyohology.
rthe cla€sl'oal' cloat::lna åBsumos thet workerË

¡sr¡r'k f,o:: wagea a]"one, that Io¡rdLordta 10 b fÊr rent alone, that

capftat"S.sts l.entl a¡:d eave for lntetrêst alone, whlch 16 a'fal"se

slnpllflcatlon.
tt$tæther, .paychology th:'ows doebt on thÊ efaËaloel

dootrlne, the conquére wlxo does best fÒr sccietyl -* sinoe 1t

reveels the acquÍoltive instlncl ¡rat]:cr than the deslse fo¡r oom-

mccll"tleE ae a notive f ole e '
ItÁ.equlsltlvÍ.eln should ¡lot bs hLdden unêêr c ea.sk

of prcduattvê vJ.rtue sfnce Lt bocsutês e rìxthleÊs encl unlntelllgent

dfureotLve f,oree Ie Ladlustry, leadlng f;ó tho €nl¡ìrgeaê:r'b of ltdf
¡rnd a jjustiflcetlon of ltself Ln our soslT,lo$ molallty"

lri{ost 
_ 
ec ûrronLsts are ;rormatlve J-n fact, but

eço¡:onl"c J.dç41,s firvolve a s tud.y of sstlÈfegtfËn, a peychologlcal

to:riu, and "¡¡o eantt lcnow what w€ $aþt f,lom lndustry fol' hrunentty

'¡vf thout icrowlng the natuve of the htrta$ål'ty that is to be effeote¿t.f,
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{26t81)4. J" 1Í" t3.å?k

nNot merely thê dùttirltles but the very lnqulries

and the fûrras ån whlch they are cast are depentlent on }lmùting

aesrurptf ons from wlrlch eçonomic* ¡nrst make lteelf f::ec ' flre

manglnel utillty theory of val-u-e lras presupposed. an equlli.brium

betrveen ut111tl,er, thet ls, lt Lc o::lented by a statÍc point of vlew.

Ehls repr.esentg ûnly one phaae of one å.genêy of guådanoe. 9Ì¡e

hedonùstLo plaace of, lnßlv:ðu.el guådanês"

ItIf tbe econsnleli bôrx'ows hås conceptlÕn ûf, mån

f,pom the psyehôlogl,st, hls ewtslrructåve wûrk may bave a che¡rce of

*ema!.nfng pur€l¡r €o otìomlc, lf not, he wll"L have to make hås ovm

and, ther"efolle, å bad psychologY.

!¡She o r:1gin of wants is ï¡1ùhln tlre econonÉst8s

study of valuê, slnce 1t rnay bo a di¡:eo{: pa:rt of tl:e Truslnees of

êårrrlûS a Llvfng, or an 1ndl¡:eÕ.t r€suli; of somê p¡'ocðÊs of proiluotlon.
tronly on the assun¡itåon thet fhoy noul,ti be unÞhengêdl

urlå er eny econor¿lc syctern ss.n we lg$ór's wåaùÊ and theS-n o:rlgln.
Itfhe ÊOth È€ntury ls eware that envå¡'oruûent nçJ.êË

msn and 1s attemptlns to aontrol i:he nroJ.dlng. i'¡e havo a new con-

oêptlon of hoiry ry¿ìïrt s éÌre s.r'ou.sedl and ho \¡¡ thoy lnf luence human aotlon.

Tho l¡rdivf duol brlngÊ to the ¡na:¡lçet oot wsnts comp'Jete, bìrt tho 3åw

matey.l-aL out of 1yh.5. ch went s ave nrenufagturcd. 3u ]¡usineee, one

dep¿:rtnent, fui.t:f Fhe s wånte r;hlch other departuenì;s satlsfy.
rrln- ¡u.dglng the coupetítÍve syoteu, what proftt

le lt to cl. r:¡nonst¡late t1¿et our proCuctåve povrers are e system of

naxinntm ef flcieney 1f p:'J.c i) be t aken råÈ the nðærrs af eff lclenoy,

ox, tllet prl.ces ere in prô¡rortåott to the margfnal" årn¡lortan+e to con-

sulner Ê, if the eeononic oy'siem deter"¡ninee thLs lterglnal im¡rortanoe.

(ã6) J. U. Clã3k, Economlee and luodern Poyclrology' J.P.E. Ê6.
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1r Aåver.t i sl-¡'rg hLae beoone an economlc oategory,

but utlllty and 3¡roduation ate treated ån a way whi ch fgnoreg the

psycholôgy of, ådvê"tå Èlng, or Ls lncongåstent wåth Il, 5.n raost

er:ononlc texts.
. RThe lnryer Ln cur¡'ent theol,y Is nuppoeed to go

to the nayket wi th s p::ed.eteru:lnÊ¿ ¿lesrånd sehsðu1e , are the

ðâ. s tu"rblng¡ f,aetore 6!reh âs i;he economåst dleregand, evidently

the busånasß rnsn eånnot dl s::e6ard them. .¡i. recent book on proûuotr.ó¡x

devotæ &lncst half 1ts matte:r to the *reef l.on of de¡nand. If the

ðonsuners êoted ås the text-book* Èay, de¡nar:û would bç ç¡lnfl"uenos¿l

by adveÌ'tising.

'rÞeêí sJ.or3 lnvolves effo¡t. To lmo$¡ ryhen anå

how to ns¡rrow sstl.vity of the v¡11-1 is a great, part of know"lng how

ts }trvs, An ine.ontlnent exer,oL ge of ch.clcg wea.ros pecp].* n.rt.{41tõ3)
-142\

But the wotokisg mano fot' 1n*lan€e, of Professor" Plgou- '¡aakee

.oalculatloÐs so åntrLcato that even that loarned Bconou$.at nakee

mlstakog l^n raeèonå1ng i;hem' tl gooû heåonlst mlght c onelder the

çost of wo-ighlng cost eo greåt år Lersêly to foLlow hl-a lmpu3.soe.

tr0n:.y by the aLd of habLt does the rrranglnaS.

utt}lty theory aponoxS.mate tlre facts of Life. 8uf on3"y ln an

ê¡rtronêLy slow movlng sôclê'by ca¡r lraÎ¡Lt t¿rlrç e arc of enough of lXfe
to doeçJ.vç pêop-l"e åntc thlnlrång tha'b consçlous eh<¡ice €overns the

rqbole .

rrFru:ther, !åoroil¡ Biê n'lr¡nerÕuo enough to vltåata
theorl"es. ñepend:t.r.rg on the rr,ssunptlon of e ¡¡+rmal ¡ran. tshel¡r

nente.llt;¡ nay b+ st¿tfc '5u-t they are hJ.ghly au6geetLble and gal.n

nothfng fron tlreh' mlstak"es,

0ooLey, Hunavl Natur.e and the Soclal Order.
Pigou, TiealtÌ. nnd \l'elf are.

0. E.
It" Ç,

( 41)
(42\
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r?The theory th*.t oompetttlon tende to dX¡:eçt

productS,on ln the fleLds 1n r¡?¡loh d e;'¿¿ad l$ ¿1rcâlreêt, fe tr:ue

only if ôeaÉ;r'3s -*l:leh c$n otr3"y her eatlsfl-ed b¡¡ ohrnge r¡f ånsùltu*

tlons ¿an nevcr: be eatlsfled, !ãuch socl,al lo6leLatåon conslsta

in rn*klng effêetlve der,ra¡rtls .¡hÍch forr¡erIy tvo:re L:reff'eci:ive, end

Íf, e*onomice 1s to have a volce f$ thls legl *lettoìt Llr ¡,:¡uet notåee

$lress der4and.s bofore thcy beoom€ effectåve. Lt p::eesnt they

fall in a bLLnd. *pot of forynel therory.
rrßhe ctatlp côÌûpetl,t5"ve sta¿d.¿rd- c*¡- toll ug

nothj.ng ås to how rr:rtôh ênÊï€y shoufå be devc.rterl to eãeh of the

{t:I"&ÊBes of :)rÕductåùyr, ôr3 to 1m¡:r*vlng ånstltutlons.
rrÏb.e elassffLe¡rtion of utll1ty åntc ihose of

form, tlrne a$d Þlåce, tlrcugh ¡rsefuL in dlßposång cf ì;he ldea of
uapya&r.etlv<: 1s'l¡n¡ *¡r^e of na herlp fn oLlnl¡¡.atln6 eoorromlc :øssts.fl

ln þrobhei, o..trrfo j29) i;he sam¡¡ vrriter or6u€a!
rT.ù d€feTlsible body of rloct¡rfne eÕrrl"d be fÐnrted

by lnvertån€ Êlx eormo:: rrssurngtåons of sr1;lìod,o.x eqonorûl.ce.
rrf"o The r¡roeù lnport*it suì.,ject <¡f eeononlo

stüdy srÉ not approprån-table, nor fuJl3' exchangea!:1e,
w2, The quallty af aotfvity f¡rv<¡lved. ln pnoÈue-

'bi.on ls nore ilmpor**r b 1,hårì tho quarrtity c:r qrrality of e onsunptLon.
lt5. 1le rree¡l troiqeollÊ to save trg frol¡ re

posslbl.e dlsantrer" of gettång what wo sesrt. {Itcvcnsing the thêÖ¡ty

tliat tbe s tancl¿rd of e¡ocnonic Ét:rT¿ce i;: satå sf Áic ì:.1or, of wantø , )
tt4. 0rrorþssi- co$ün ¿à::e r¡¡.ívcre¡:]" , (lìevôr.slng

t?r,e r:rot i,o l;11;'ri ce¡¡t irs:l'åf.: s in }r'opo:rt;lrl$ to o'J-t$ut. )
n5. Ilsi;f orraL foreelght of f ¡:d.lvLduals atrd con-

¡istc¡rt r{evotloir to l;}reir olsn lntere{¡t r¡oulii ].oad to +o}Loatlvlsm.

{e9) J, M. CLa:rk, souxdlång8 1n l{on-ïuclldeen Acono!úcÈ.
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rt6. Ilu-na:a beiir¿¡s are Lne.brunônts of proåu€tlon

utllfåêd by machfu:ee, rl

'***U*'tn'rrVsl,ue El:oufct not be conslcle¡"ed re sent:ra1 con-

oept of econornice et aLl. ljconomioÊ b¿{sed on a tt'ìté psyciro}ogy

rnust lrako into account instinc bs antl ln4pulseÊ, arid as the prôduot

of these, i¿stltutlor¡e.
t'ïh6 Theony of vålue 1e really a speclallzcd

eubJeet wlth as Låttl"É right to the nane Eçonomic Th6ùty ae the
theory of morrey.

tt Tnsti.tullonal ecorrornlcå al-one mse.'cs i;tre dg¡ca¡Cl

for genenaJ.l¿odl deseriptåoo of ùhe eeone¡¡r¡l,c ord.€¡r o :r, pnobJ.en o.f,

explalnlng why yrê âre ås l"reL1 off äB r{ê ar6, år}d ryhy sÕme ay6

bettef óff than other"s, cånnoì; l¡e esLved b¡i for"mul"as erxplalnlng the
p¡roessees th:rough vrÌìlc¡l prl.ces ene¡.ge. lt must go beyong purchase

and eale to the f,aofs of lrhe eêooomlc systern wìlåch al,lol'r theee

things to tåkê plaeo on partleulan i:enms ånd ¡¡ot uf¡on oürorg.

01å.Éslèål eqono$-ics wee a clelfense of T.¡eLsseø-

F'al"r's. tr9e hava f,ound out that ånstitutionç arç ¡r<¡rlåflabLe and

ne6d. a thoory that ryiJ.l telj. us BhÊl'ê end how they may bo modl.fiðil¡

Fropori:y, the r.rage systeu, etc. r,.refuse to ¡"etnLn a dèffnlte corbnt,
The econo¡ole sysùên¡ åo a u,nified ryhole whåch åe in p:'ocess of
åeveJ.opment r À ouþious st¡.ee.m of t6nd.encLê$, rê1jher thorr a group

ol' real tlifngs n

rrThene i s ¡norç ttlårì pron*iÊe in i;ire work al_ong

lrhi€ ltnê done b¡r ilobsonÊ Cålmân, ,Lawney, Clay, Ádå$s, Veblen andl

X{ltchell, bui; aÊ yot th6r€ ås no eonp}ete ârìd eo¡reislrent theory
rîhi oh may takç e dee ade to wotrk ortt,rt

(5Ê) 
XrA.HtoT*Hå*ÍSil $"ååtfutlonaL Àpproaßh to Eeononåe 'lllreory.
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9r Tl¡q_pEl.SllcE Q{ llir scÔI0mrf!å

ülhat defengê have eeonon¡Lstg made to theae

attâêks. The hed.onùstlo psycho1o6þ on whLch the theory of
mangfrraS. utållty wes based. befng adnrlttedJ-y false, two aLteÍnetlvés
åré open. One le to ¡ubstlÌute â truê psychology, and the other
ås tc nake B ÐeçLår'et1on of IndependÊncê ¡ It le lhe Lattcr
çoulsê that hae been gener,aS.Iy ad.opted.

I aa\
Thus, Pnof, Cstrverl Ùu / erguê s ¿ìs fotlow$!
tl'Jhe behavåour,ået eoorromists fail to see ùhat

.thê Eo-çsLi-ecl or"thodox econor¿iste have made an¡rLe allowanoe for
the¡rs fnstlrrots, emotfons snd lmpu-lneo, They havø gone to tho
other e¡<treme, thel.r' nan ls toó mueh of the fmpulsive, unneas on!.ng

typo,
rrfhey lay too much stnese on ryhs.t nen âre :roal.J.y

lf.ke, and too llttLe on the groat selectlve prlnclpr.es of eeononyr

trle want to lcrow, not onJ,y what motlveg rvork, but aL so what motlveg
wo¡k best.

rrlt iß rny pr€Êèn.b belLef thât ,stuclents of hunen
' behavlçur reach diffe¡.ont oonelueLone aocording to the ktnd of

peoplc they alro studyÍng, .the $rccessfut o¡r the f,atlu¡,es.
nÍlhere fs no reason for. oonsludlng that €. $orr_

oal.euratlng man ¡ihose çeenonfÒ ::eaatl.ons âre whoLly instinctlve,
1Ë bei:ter 'bhan one who oa¡"efully e orrrparos goetg, The lnveeton
who aal-çul"atee whethe:' ø:r enterpr.Lse will- pay is r.eally ealculat{ng.
r¡hethe¡" the itflltles r€sultlng rqål1 be greater o:: ]es¡ than thoð 6

destroyed. tr

(øf ¡ T, N. öanven, The Bêhsvlour,l8tlc Man, q.,ï,8. õö¡1.g6.
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qufte såndl.êì-r, ls bhe fol"lowfng ar,gument cf
prof. Dfcklrruonló4)

rtlcono¡irl sllß, generaLly, ar.Ê no.b o<¡nvinced that
*ay real eoonomíc pråucf.plee .havs 'been invaLidated ?r:r the new

trlsychoJ-o6y, or. thni; nn;r plofltabl-c o:r';e:¡slolt of t¡ co¡Ìor-,ic theor:y

wlll. co:ne fro¡r that sourceô firo¡"e are several physioal faots 1n

eeonc¡¡iLcg whícb e.t"ë L:rdo ¡lerrrl.ent of pryoho!.ogy. In a¡ro tlrer gonae

oconomic pr.inciples aro !.ndepcndeut of huma.lr volitåons, the
Par"ilguåyânê who lcå11ed their o¡(er¡ for eup¡:er tvål,l bo di.splaoeð by

people iEho pot âßoo¡ril,ng to ihe orthodox theory, llencð, poLltlaall

eoonoüy iE not ¡t1dte thougir txnuett, even though it íe not praetlooå

by e'ror.ybody.

'rEhe lais of dinl¡rfshing utillty was a peyohologlÈal

poe tulato thal¡ render6Õ grçêir s6rvåce. If other ot¿ua1ty rlegulår

Br"lncl,ples oould be dfscoverecl, they u{ght be equatiy uËefuX,

eÉt3ecl'aLLy 3-f we ço¡rsLde:¡ desinable â oloser corroøpond.ênce betr¡een

the wairta ar¡c1 tl.e rxeçd.s of' cor¡suJnerrg¡

trThe fårsü e.{'feet 0f â new psyohot ogy w&s an

êtrtask on marglnal utl.llty. Thie rçee easily met by saylng flre.t

enyw¡ry, nen wårit ggodts, ihe¡'e ls no doubt of ihat. f,nsttnets
may 0 a'råÉe thelf r¡¡ant ç but they uÊc intelilgenee ln choosing tha
res.nß of satl.efying th.er:r, jlabåte have a ¡ratLonal orlglnr Áe to

notlvatåon, al"L that econonåsts evêr nêeg.ed. to eay ås that raost

Ìuon bry to get the iargest ar¡.ounl, of rvea].th at tho lsr¡<¡eb eogt.
fiJrnother, c:.åtl.olsm is irhaì; much iroi,lr wóul"d. bê

dons withouii rrag€$, nuch ruoney saveCl l.råfrhout åntoreet, but å part
of the neoded cupply auÊt bô ;rald for,

(fa¡ 4. C. Dlclrtnßen¿ Tþg iìr¡le.tions of Rs6sn¡ poychotogy toEoonomlcs¡ (¿. J.E. ëõ.



rrl:{o Ì¡lêy arlrnl t thst 'rnêqua1 lneomcg plovont our

e!.gu1ng that the eorotrretS.tlve oyst$ 6lves ¡lsy"3mura setl Ff nståon, ì:ut

slncÊ ?loriey 6vènbs affeci: soolal cl"e;sses in about ogusl proportLong,

e gener¿l corelatlo¡r beTweeu d.ol}ar.s {e$cl utii.lti.es ría3 be aesumedl.

SS,rrrilLy, iii ftay be dou'þtoal thet the ordirlct"y Þen

is so ¡tucll ¡urrl so eaclly 1nfluçnr¡ed. bi' advertlsf:rg as the erLtåce

c J.a].tn "

P:rof . llL,Jley, rpoirltir:g of Pr.of o CJ.ark, u*f¿, 
(õ6)

rrl bol.ieve th¿t he wllL nob be abLe tod evelop

atly låwe o¡ bu-1Ld up {r Fote¡xtl o fr o¡l thoee fou¡rdations, but that '
his work wL J.J. ¡'enai¡r aìl evar-chalrglng ùesaripttofi of atÌ ever.-ehanglng

en.ví3,orunent, ]t ls a. r.¡åse tl-lr"LeJ.on of laho:¡ that the e o oltônl,ãt

shouLd eonfi"ne hls at'Lentåon to eeononíç ¡rr¡tl"veg and ec oûlomLs valireg

r.atho¡: than *hfcel, poLtt$,cel or esthetic vah¿es.rr

?rÕf, Fl-otencÊ år6ueÊ ae folloryel{lõ)
rrj"n atlequate rlef ence to iho psyclLologf et r s etiaçk

takee the f'o:.r¿ of a ret¡reat toy¡arcl ncrê ¡1o¡ì,- c otrjruf t t a]. ter¡ns from

whlch to rirake Cieductlon, supported by a çou.r¡tor. ettaek on lnduqtive

J.i.nes. To insure ço*oïdLnûtlôn between those tectice the ter.ns

lrseä fn dè¿]uctåon nust ref'er to otrservablB ccnditåons or facts
ell:iglble for a Ì¡agf s for lndustlon, Érnê her"e the trenil toward. a

behavLourl stic tcrnír,ology rcay be of ¿:s nlst€rnae. Uùf t"lty io
nirnpty the qu*lity of bc,lng vianted, L.c. fc ruch as to stfunul¡rte

seektngr dÍr:ù.tf llty gueh as to sitm;late chururång. Lre¡¡a:rd. wl}l
be deflned as vendB.billty ratlrer th*r aç utiif by.'r

(ao¡

( ss¡

Í1. Haney, Dlsouselon, Am. Eot 8eîlev, I eupp.

So Flor.enÕe, ¡loongmlos å¡1d Hur¿ån Belrevl.olrï o þ. 60,

L.

P.
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ttEceino¡nlcs hag rnore to learn f¡:orrr anth¡ropÈ16gy,

hlstaryn comBaratåve poJ.lttcÈ end. ad$lnletratír¡o theor.y, than ít
has from any soclal psychology of instlnctr, even i.f thlÊ yrerê ê

coripact and gonsieter:t bod.y of lanovloredge¡ r'/hl ch Lt ís not nrl

In {ì reviotr of Prof. DLekLnsonts Economlc Hotlvê€
lôs<.1ryi\

PrOf . hOber+soll" rÈv¡'!'"/ r'r1'ltes:

rlHaye not economLsta l:een bull.ding on ê foirndatlon

of *and? {tholr. ferleo pr:ycho}ogy.} lt ls a r.eliof to flnd, tlrat
Frof,. Ðlcklnqon êayn rrnof . ge &r.gu6s that if raen buy itore of a

thlng when prioe fal-l-¡¡, lt ie nÕt of prfnery iaporlrånoç tç an

ecônornXst whether tl1ey rlo ;:o beesuse they tlesir.e galn or from Êêae

other reâsoÍr. llle second Ðpgrü ent Ls, tliat i;here is not eo m1¡oh

dlfference betwaen the o}cl hedonlstic dloc$nines ånd rúodêtn psy-

thol.ogy ae i'e c om¡:ionLy suppoe ed.tr

{nS¡ Þ. H, Roberteon, nconomlc Pnyohology, IIe " ,"Iour.n. 55¡
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qt __n qi,E&l-o_[s aJ] .I¡rx,ggrtpqotËEgË

In e*tån:atl::g i;he felrneee of tl:e åi;taçk ûn

ooonomLoe, and the edçquåo,q nf i;he rLefence, it íe periraps fåttlng
to begln rylth an obÊervetlon of F:¡:of " fi*Jrr"u(õ8t5),

trllho so r¡ho r:efuse to yraste ùirrre, cief i.ning thoLn

terms n are apt t o 'iv¿:L ¡¡t o ¡:rucl: .¡;iore tlne in rnere verbal d.lff er"en-cçå, ì

Tf t,h.c: teslc of oconom:ios te Lfmlted to gf.ving an

account of the workÍngs of the presont ordet", \yhi cli fÊ ùhe pneval,ent

vlew axron¿ç liz'itlsÌr er conoi'irÍ ste " ¡toÉt of the crlticlsrn that le
relevant e ¡:r be faii^-)-y net. I¡o:: insts¡rcêr Ðovmeyl s statement that
the thoory of aargin¡rl- uttlf.ty arì.C" s r:.othing .t o ouy rurclerstandlng

of actu"al problens, 1s slnply not irue. Tt does a¿id. s oraeth{ng !o

our und.çrst ål1rå1ng of hol value depends on soar"Gity, 'io polnt Out

as Taussf.g does a.bove, that the utf l,åty of eael: add.itional, set of
knlves and forlre ls llese thaa. that of the preceù1ng, ¿rnd. thls facù
ls in no way trowld up lri th horloni sn .

¡ì1trther, bhê conoeption of raargfnal u,oiltùy ta
of ådvånt ege J.¡ shop¡J.¡_lg whåt r:rauy po ople , evêt1 yet , lraving dtff t-
aulty 1n FoeLng, naneLyo that ii: ie posslbi.e fon both pe¡.tlèË to
â trfflseoilr:n to galn.

0f course, tf anyone expeclrs the theory of,

rûa:lglnåL nttllty to erpiaJ-n why tho prl.ce of hoge Í'e11 ?S, without
reference to the fectr: of the ir-og mat'ket¡ he wilL bo ëleappOlnteð,

!{hat the theo::y of rrargi.nel- uttllty iroeo, and. a1} that it should. be

expocted to do, ls ì;o supply a for"nula into whl,ch bi:e s o¡re rnçto

facts of any gJ.vetl problem e¡¡ir bo fitbed ånd the er) Erre¡r døternl,ned.

3t nay be cornparod to tiro formula J.n aL¡¡airna for solvfng the typf,cal
quÊd¡a'lrlc equatlon ex?+ bx +c: o. lhe al.¿¡ebrafc oclulvaS.ent of ¡e .

( 38) J. 1,1 . Keynes, gcope and lliethÕd of Polltlcal Econony.
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ås cox'talnLy ae inoomprehensibl,e ae the probS.em of whleh tt 1g

the solutlon, but lf we ean find out whåt a, b and e ar.e the

f orr¡n¡la tel].e us ryhet x 1s. $J.Írl.lârly j if v¡e can f Lnd ôut ,lrlx€

f,acfs lnflueuclng the d einar¡d for, ånd ttro supply of, hogo the

cu,rrÉ)nt thðory i¡LIl help i¿r: ïo ux¡dë¡.stand p:rf oe. The critl.c ãåys

that tiiese faete Cetorrrrine prf.ce, and. thet tho theory of urar.ginal

ui;1llty ls e ueeless oo:ripJ.ieotLsn sf the problen" Thic :t a Èrue

1f t¡e do not consider thr¡1; any Jlght is shed on a pnoblem by

õeeiilg 1t ås ô¡xô of, a gnoup of p¡'ôkrle¡ûs, all of Ìrhi ch nlay be EoLved

å¡r i;he såùiê wåy r

:lgaln, ti:e for¡mrla tel-ls ua what faetor to åÕok

f,or and henoe pute uÈ on our guard againat on1tttng S.mpontant

olemonte. !'inaL1y, the id.ea Ls of aåvantage {n dippoeång of the

$r6dfaevs:t concepblon of å. Jusij prl,Êe which et5.J"3. prevalle ln ncrny

¡uínd"e,

Most of the a}gunents of ¡dltehel")", tugwoLl and.

01arl¡ deal lEith clre seope râùhe¡r 'Lha:r thê t¡¡rth of eeononlc tlreo:ry.

niueh of ùheL¡: crltLcj"sxû Ëan be eeeêpted if r,,'o take tho bsoåd vl,ew

of poLitS.eal econony, namelyn tliat tt, ehou¡.d be ¡"ègåröeù âB ari

evoluül"onary, evaluatlng, norrnåtJ,ve sclence, rather. the$ å pogltfvê
deecrfptlve and explanatory scLenoeo !'Jhether thl, s fs ure gomeet

r¡f eu¡ iÊ a question that ¡:ood not 1¡e tlisoussed here.

, A gÕod d6â1 of p¡of" tl.arkrs criticLsn is ryel,L

deserfbsd. try another. ol¡servstion of Fr"of . K6¡mes¡ 
(38:ch 2, note A)

trPalltical eoonony Is so ídenttfåed wlth r.e principte of f,a¡.eso

I¡aine thet we rerely find an attaek on psLltlcal eoonomy that doeg

¡rot turn out 'bo 'l:e.an atì;aclc on L,af ËÊô Fal¡,e.n

{ fe¡ Jo l{. I{eynes, ßeopo ancl t¡Iothod of pol.itieeS. Fcononry.
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lfuah. of p;rof . tLarkr s o¡,Ítlclsm e ontalns th.e Ídaa
tl¿at eec¡nomfcs lê e clefence of the p::e*e:rt order! and that the
th.e c r',v- ,'f måL-gl,n&l uù1llty, l"nsof ar ss li T,epres*ni,s e c ôÐ,o!d.o

vr).lues, sn s'cLal rrtlLitf.e s, and co¡rtú.ins ùite ]ri ety thåt the
presont e;rstr*m 1s dc+slgrr.ecl to pÏei riuce ¿r. !?laxí¿rurû of ccono¡nJ.c values,
tlurs p::eee,ntç L1;sel f ¡ìs .q co¡,iplete ¡:ncl su_ffåclonì; rlcf ence of the
exí stinpç orCer.

Fore åt riluet he ad¡aitì:ed. .bha,b nucl: ee ø¡çrlåc thoory
is s-o tvordçd ss to gj.ve ttrln irapress5.on, ênd åt ¡nuåt sl.so be

adrrli:ted thst the p¡'esen.b orcler ea¡rnot be Judg€d ån any suoh

riüp1e vray. Trhe nost thei; s*ch aûrlyel s can sbow is ihat taktng
the present eysten f or g:"arrted e¡rcì ¡*ssrì,,ir¡g firee competltron, et!.,
:¡rây¡aente fo¡: capli;el, lrihc,r ¿rnó bupiiress Ëkill- ln tìre long run
tend. i;o 1-.e :rc p;reaùer than r¿ôcê*$ar:¡. und"er pr€sên,L coi"]dltiÕns
*o aall- for'thethe reo.u:Lsll tri åuroLrrts of çach of the åbô?ê fåètors"
û]:vic,u;;Ly ¡in¡.ch more thar¡ firLs ås i.nvoLved in evaltratJ.ng tbe
pvese.?¡t o¡'cler . I t wcuLti be beyond ùlie e co¡re of .Lhi s thesl,e to
enter tlrå s quesiåen here" but it ls peÏtånent to notlae thai: g,¡ch

sociaLtst theony f¡.om ßeLla¡¡,y {Sn)to ,;a1Lång(õ6) suffens f,ron
thê *a¡u€ -'lrte ll¿rc l.;u,¿r,Ll s t farlú.cy that has rreen charged. agalnst
'¡rthr:tlox ccolrr:¡lics. f1; .1s 1:,torosLirr6 to ¡¡ote t.hct Lr.of . 0lark
)-las polnl;erl o,ri:(â9) l;hat t"¿,llcnql ¡-rur.suit of self-interest by
-lntell"l"gent lr:ctivldu¿ls iïou.ld_ leacl Lo soel.elism. llhe e fineluslve
ar"gumen b rs¿çainst socfilism is:rot, l;,s l.¡ oi'ten Êaiel, the se:_fleh-
ess ûf men buü their" å6rrer.nce, s.i;'_U)i,låtJ ancl gulllbiLl"ty. gbe

p:.ese:et systcm is obvi.ousl._y ì;o tire adtr¿rr:tage of .bhoso s¡ho are
clever eqoug.i':. to beco¡re th_s b$$.eflcla:riea of åt, ûìd the ãå86

i$51 ld!ìrård BeLlarry, looking Bâckryå¡.d årrð Equaltty.
ife¡ 1'i. E. T/al-lLngn pro4lr"essLvlsn a¡rCl Af ter:.
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GXgvs?¡reâÊ *hat €nåble s then to ruLe a$ lndustryl¡rlLL 6nsb¡.é th€la

tc rule Ln ¡)olr.tt$É, aîd sot1nI.*-sÌ:! has l"itti.e charrêe of belng

l"nârl.€ure-Led to eay nothlng of sueceed.ång, whl-l.e the ¡r.entnllty sf
the avelage eLiiLsen ir¡ r¡l-:.aù l'b 1s.

Tl¡ls fs not Lc -qay lrþ-at sacia-}1slû :i¡J. Ll- nsve:: t¡o

pr*etlcabl* t eß¡ìLlse the ps."¡etro3.ogt sl;e €.Sr.ee {rhË.t t}re natu.¡pe of,

ß¡ìn 1* vory pibastíc, wh.*t he night l¡ee¡no rracley other l"natltrrtlons

1s lni¡oeelble of predletl.or:e elso ?:1¡ o.?l¡jfnûl ¡xe.turo rr-tgtrt bo

fnrproved by scientlfic breed.in6 .{6v 2244)

In thLe conneetlon, Bls il:u.$ t þotåce tho naã.ve ar¿gu-

¡,rçnt s of te-rve¡, and D!.cki::son lv¡ f avor,, at cnce, of the presênt

eçonorrlc thecry and tlre present eco¡ror*1ç .syste:nn Dleklnsenra

ar.gueßnÈ üd.*h r"€€nrd to th.e Faragu.eyanc contsine tho suggestloa

th*rt 'bhe ê tonoüúc nan lg ân ideel" of conduof ¡lrov€d. to be degÞebLe

by the f¡16t of su?vl.val. lt reeê harâly be polnted. out tlrat
th,¡ Iåea1 must be :'eJooted and that trtl.re le',{ of the Ju"ng3.e 

rr angu-

nerlt edvå.r.toed to p"ove Lts i1esh"ah5.1lty :f.c J"nactui ssj-ble , ?*îo¡'al.

progr€ss Lnvol,ve e the Ce\reloprn€nt of h-igher lde¿¡}s 'bhan fLtneee

fo¡' su?vlvaL ln thc aür'ugg3.e for existen*e, eltd the e¡:oEtlon of
eondltfons rvhlch prermJ.t tlrese hlgb.e q ådeals to te ;rrac bloøå,

It sll-rot¡i:Íl be nr:ted, hor'rqçe3, èhat tf t¡c eg onomlc

nan ls l¡aeed on f,a}ee psyclr,oS.ogy, lt lrss ì:eeir llar¿1e1y FêsportslblÊ

for the persS.stence ln the Fnllrr1¡iy t¡f.¿rd of tirat felee psyahologyi

in faat, psr.Âdoxic*.l as lt rlay seen.. l-lt has te¡¡ilcô bo mhlre the

fsi-se psyahofogy truc. The doe trinê 'bhe,t 'rhe sel'ves 'begt wiro

proflte $optr becornes e d*gna ussd tc Ju:ltlfy cbvlÕus êãc6pt1o:R*,

srrd the te¡cSrlng the.t seLf-J.nterest fg the on3.3r rcotåve of o ondlrçt

tends to make lt so.

{5?) n. l:. Thnrnd-lke, fhe Orlginal ],latr¿¡'e of, i*iaÐ.
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ord,lnate wf"tb prtçe. In the f*:st pt"tce, thlÉ ls trlle only of

ûome artitrles, êad. ¿]Rly ln the f Lnel. prr.reheì.ee of ì:hent by the

roBsu-mer. ilhere re¡l**¡, l"r-t:'Ðe prrtr cf busi.ness :in ç¡hl ch the

ef fect of sBJ"Ês pressllre 1s sl.ricst neg j,lg-liblc. Furbher, the

.lnfluence of thle pïcssr.rle 1s rlghly reg¡ derl. ãs â di stì.lrbirrg

eLement, re.tl¡er lhnn a per-uanent f ::cto¡, lrr the Froble& begÈ-ltsê

Lt ls not e necessãr.f part of i;he proceas.

Tt lnust be regrrrr.3,ed. as of the sã!{ç o}de}r as ¡.lnìf -
tatlone f,o free eonpetJ-tion. $any eoononl"st3 see!Ê to cÕnslder

the ele¡ient cf monopol.y so sli-ght, ¿:s to be nêglfþibl€, whlLê

oth.e:rs, f'ol, J,nstanoe, Veblên (ot) 
uu"rn to Íeg€rd 1b as thc

geuc:re.l. ru.le enrl the issue, rrs ir: the present câsc, crrn only be

cettl"oll I:y a stuúy of tira faete.
ÏJftli -::egard to i-n¡rtltrifonal econonlcs we neerl only

polnt out her,e that thlx ls uror.el-y the noil crn form of the hlcÈorla-
al school, &nd wÈ need. noù r'epeat the angurnent s Fshich eatlgfåèd

the paeeing Eenerabir;n of liEgll*h and ilner¿câË €conÊnistE that
tltrls ¡¡elhod cf aplx.oach Ìra.s no eubstJ.tr¡-te fo¡: ecmont3'c theorXr.

th.e etudy of ånetr.irution¡¡ i* eÉsenì,f Ê1; and excellent stuåies of
inntLtu-tlons há.v t,- been ¡rarLe by eeoiromlsts who do ¡tot deny the need

fÕr êe önor¡l" tr.eo"y. ( 54) The lris bi butional econoÍrrlsts adrnlt that
thoy 1:ave r'iot yet er"ected a s ciet'rce, ancl rmlil thcy do wc must hc

perdsn$d. fot" edherJ.¡l¿j 1;r: tlre Ëîeser:t ì:l-ì.e ol.y wh5.cÌ-: gl.ves å untfl€d
lf Lmperf eet vlçl¡ of ecorronLc phe:nomena. lrlnrrJ.ll 1t hac not

been nade evldetìl; t!:¡rt the diffe:'onco b.e ti;een bhç$o $choo:.* å$

fï$r1åraenl,¡1]-1y a tlue stlün oi: ¡r €ychology.

{Sõ) Thorsteln VebT.en, She Vested Intorests.

{54} A. T, }trly, Froperty and. tont:raot ln RoLatfon to
the Ðlstråbution of iIêsl,th.
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$o f ar. lye håve onll-y i31*¿ to shov¡ tÞ'at polltle a}

ÐeÕnür¡ly :!.s not Lnr¡a1l'dateð- 
-Ì-ry lts: f r.]'se pr:yohoLogy" lt remaf¡s

toshowlbaLatnrelsychologywerrl-d1"rr'(litad¡!'iì;';-on*rlauppont'

Tt lf¡ Ðropo€ei1 to r'lo th.i s b:¡ talrin¡1 ì;he othc¡:' ho¡n Ûf the illLenüoa

ancl taking FßTchol.ogy fror:l l;Ì:e çruclenl' s of that scleroÐ' r'ather

tbui tr3' 'bo r¡s.k¿¡ e ci'.rlolîie s irìcl-eperr'lenli of ps;rchnlogy' Ëlnçe there

are psyeb.ologlcâl f r::ct+rs enterång cYel-y sphe:'e of eaÕnonlc

aetlvity, thie loJor:'ld eee:lr to 1-re the only p:roper cÛu-rsê'

Tt:e ,¿'irolo crnccpLicr of i;Lrc relr'tLon of peychology

to eeonorilic s su,llfe¡:s fro::r 1,1-ìe uetaphor by trhl c}: ocoÐ.olïlcs ås rep*e-

sented âF ù 'buiLd,lrrg sri Ër founC-n-cLon of psychology' '!his o onp

ce-ptlon 3-* entlr:e1y fal"ce" l"Ê I have shov¡n iir. the fLrgt Ëeotton

ofthisthoslø,nos!of,.;hefounclailonstcnegofeocnûïrlÈs{àrê
p!,:yslcal f acts, ¡.,nr3 ( f f wê nur3L rÔt¡'iÞ ti:e: bulldi'ng netaphor) we

sl:_oul.cL rather t,epneser:b psycholoË;¡ as ¡'efnforcíng t:raterlaL rvhlch

ls present from fouadrïlon to co1:1.n61 stone, gtvtng ååded securlty

to Þropoel"tlone lniluctlr,'ely built Èp in the ¡rarkel'; pl'ace'

ì¡Jriters wl:o ]r¿rve åppronclæd eûonoates l¡ith the 1åea

thrìt t.l ¡a¡.st all- be 3eilr"1àtcn, iì&vs) corr*ributed a few new ldeas

but, rs 1s ad,¡ittotl, h¿'ve n'¡ï bullt u¡r t' trne scl'cnce in place of,

t¡o presernt 1',¡Jr lçl l;ì:ey d'clave to be f af ee, lhus, Ürdlvsy. Teud{44)

glves sof¡1ê interesLi:tg, l-f trl.rial exnnplas, of in,stlncìi Banlfsctlng

:r'-tself ln 5.ndr:stry. i¡ôr: ln*tatrce, nen twi5.tång ln ljr'ne *o be

se¡ved. b¡, tn;.i r'¡a5.i;¡:essrr l- llr¡s'1,r" $tiíß thÈ sêta lnrEtinct ' llen obJeotla

tc being t¡:¿Dsfer,i.,cd fr.c¡l,r ons r:ach{¡r.e to snotlrer i5 åscÏ'lb€at ùo

tll:c instlnci: r;f po*se;:s1on, etc. Slmlla'1y, çarleton Pê1'k-er{46}

e.t f y;lbute s :[.i]'.li'. c.ctJ.vlf;Leç toibal"hod tiluposltionsrt '

{44) oråway Tead, Instånet in Induetny.

t46) Garleton Pârker, The tasuaL l'aborer q
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ilrof . MsDougsrl, hLmÉêLf', { 1:Ê88)edeanoÈs e theor¡r

of the possibl"€ devêJ.opment of esr"Ly socLêt]' whleh v¡as siiorr$

yssrs ego to b" ful*e, 
(65) 

Tlrue el:owlng whât a $lìor.t alf s!anê6

de,-luetive rêasÕnl.n6 ca-n tåkê us ln socialogy. Let u-s take thc

other eoììrgç th6n, ånd regêfd psyehrt.ogy e, s relnf o¡.cl ng mater"!.al

¡athor than as a foundatlon on whLch the eeLon¿o of economlce le
to be built, Let ua aee whether, after all, soÕJ-{r1 payc-hology

ðsss not fr¡¡nl sh uà rç1th Boüre of thf s relnfo:rcJ-ng na"te råal .

ÌôlJ,tl.èsl eo Õnomy hss assumod. e. nan to be a

ïêtlonå} ânLÍ¡aL . Px,of " Ì'{CÐougall øays he ls onl]¡ a Lf ttLe blt
seaso¡lÀblc. The:re would seen to be no suppùrt for us here, but

]eù us look further. Prof" McÐouga3,l" says thc¡ functisn of fstell-
LgensÞ iã to âid ln soeuring ends set by the lnstlnots. NoW

åeo¡ro¡nic êetlvfty ¡asy be regsrded ås å aeåÌts to othey €nds, thol¿gh

&s a nairter of fa*t {n ¡rost procluotlv€ actLvlty thc::e J"s nç ôthê¡f

6nd Ln ïå€w thel1 rr¡onêy-nåk1ng I l'{onoyo ltse)-f, }:oueve:r, fe onJ.y

å meå:ìs ånd., thersforo, Þvên on ¡dcDoilBl.ll s pren1ses rt¡e may axguê

for â goÕd d.ee1 of ratt,onallty ln eeonom!.c ectivLt:¡,
&ost psyahologLsts, however', aselgn e ¡i:_'eate:r p3.aee

to Ì.nbelllgenoe than doêB McÐougåJ.l-, Thus, Thofr:¿tt¡e {5?) ¡,yhfte

taklng the poaitlon that ln.stf.net end lntell"lg€nce ero of one

f].eeh ar¡d ðlood says that to thl.nL ufidêr eppropr'lete cfro'¡¡mgtanoc¡

is ss nabur3¿r]. es to ?un åway undeï. other clr:cumeta,nces, ¡:.rn¡oo¿(68-)

eays tire largest general.l*atLon $re gan nake aboìtt hu-mån hl,Ftory

1e that ít 3s a moïemênt tçHsrdlã the lncreas!.rrg sup:re-øaoy of hunan

lnùêJligena€. f.uyrr*"(it) ln duscûss:'.ng the etateroent of K.¡ries

(eS1 Lê9¡1s Il. ¡lcrfjan, ÀncLorrt iiæ Letry.

{ne¡ e " rì. Il"l-rvood., I¡ltrodr¿c tiÕl1 to Social }, s;v.choLogy.
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tc the effec? thal; ¡rn .ìssum¡'bLÕn of p'úrç alltx'uisnr vfoul-d be as

neay thê f aaå{: Òf scouc,'::lc Lj.1¿ a-s i:.i¡r: ,: nr:: cr:t doctlile, eeys

{r:1ût ii.TÌiôg ås l¡.¿:.riif e s-Lly i;,iscal;<;u a¡¡ri ùJr¿:t conciuslone båsêd on

The s eau:ap i;1Çn Õf irn (ìcol1oìrLi c Liu¡r {rJ:o a åpp:ioiaåmâiilori to åst'ua:I

gon4ltiot1s, qnel i¡r Êlül,rç cr,isÈs, B'rlcl1 {åg stoci{ encÌ:rülge prLcec, afrð

l¡lolcg¿r.l,a: 1:r,f.cee, 1i; Ls a vct,¡ closo a1:pr.oxiraatlon.

flti. s s€c¡;¡s to me to çoåtair¡ ihe key to the sltuat!.ón.

ärei;r)ad of di $g¿ürdlng êcr.lnoiirles besauee men do not o.lnaya egt aB

supreraely f.ntelligenL belirgs 1n u-¡rdislju:"be{t pu¡3âui b of ee ononrlo

geirr, lot, us o onsJ. drìr' i:o what exte¡rù ririû ¿n wh¡ri; fíeld they f al,1

to do rro, Íi:ir-r"ce no;re but Ì: sir.avl. ougi s t ã dens thêt â0116 Bart af

sconürnlo $elrtvity i;: go vefii.erl by ir:itelligeriçg, ?re ç.ån eoÌ rrìeDc o our
j.rrqul;'y ri:th tlro asÊumptloi1 of so¡ne írrtelllgencê ånd prooe€d to
dêternlln€r l-tc exlro¡r'b,

Evç;n tlie befråv:loul:lsts could have ]1tl;le fault to

fln¿l rvi Ll: th-ls pr.o c s d',r'r'e excgp!, of colrt se, the te"crnin.ology s:lit€s

ti;c hnÞits p.:rd co¡rdition lcflexes wirich tÌ.rey contond nr"e the deter-
¡rino.ir.t s of act,ion wJ.}l f¡e $ucl1 aE irave provecj. to be r:f aselstøtÈo

ln i;h-e Êtrugü}e fo:" su.¡'vtvel and", tÌrerefore, pr'obrrbly r¡ore l-Ike

',vì1Ê'b is c ÒaiLionlir cs.L-Led rst¿onal tjra:r otÏ¡er ¡loychologå*ts woul"ð

ar1¡úù ti'¡e greator parl; of our actlor¡s to be.

íi'bårti:rg f]-"orr1 i:i1j. s poiirt thon, end accept.l,ng the

str¿lc¡a*nt of li¡i.tchÉll ì:'ixat ec oÌlr)l¡ists lrave boen saved from ¡greater

e;,?o:rË by translatfng plo&sÈré-p6¡i¡r lnto pr.oflt-lossr ve lrave to
luqirir-e i: c rsh¿t exte nt the eeoncr¡*ic activj.tåes of r¡ankind arê

govra¡tl1eå by å des3.r* to ¡aake naney.

'¡h.e n::i¡ on the str'ee{: would probàbl"y say that ¡se

srîe €r1l dolng our irest to nake ruoncy, rmd €vori !r'of , JlloDougall
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gÞnld not êofenô hÍe øtaternent tf it llIere trånÊlateð lntç poeunlary

tenms anð n¡rde to ased a$ foll.orv* I n$sn are onLy a ltttle blt

lnfluenged by tlre de,sli?e lje nnke nonoy.rr Thls explalnÊ ï¡hy co¡a-

elusLons ìl8sed. on the aesrrnptlsn of an &sc,*romåc l1ün are noãver thê

f¡rcts 1n p::oûuctlôn t}¡an 1n consu¡pl;J-on ' In ,cr"o rlrt-c i; lon the

naklng af rnoney 1e l:-he consclous alt't and al-ternr¡tLve v*er¿¡s of

atta1nlng thls encl a'r:e wef'ghed no:ls 01ì less enneful-]'y agalnst' one

enotlh.e:: ln 'Ll-re Fecuri5-tìry $câ1€ . -Ìn c cnsurlptlcn Uliere 3's not,

extept J.n the caeo of â vÊry fêït, 6nl cçnr¡clous c.ete:rnúnatlon to

malro elabor"ate conpa::1íron betlvoerr the utllitleç to r¡*e ðÐ:1lved

fr'om alte¡:native outl"ayn of any glltèn stln of Ilìoney.

Å dlef,tnetlon D sll be nacLe 't¡cït-reen the non-esonoüíe

actlvftles of msTr tha,L J_s du€ to s- få1lurre to r¿chlr¡ve tlre ldeal

reone;r-:naìrer, and {:hat ühlo]'¡ f s dellbeirr:tel;r untlertalien from *one

other" :noì:lvg. Foy LRstÈô.ce, a :ri l:tu-fnc trrve:: rEho J.astâlLe new

ïßaçhlnery ancl flncls that ft t'ìoes not pay ls i;o Trs d.lstlngulsheå

frcr¡ one wl'ìÞ insltnllo machlnery lcnowlrr¿ç th-¡rt lt r'å11 trot pay.

Behavåoul. sf the Lat{:er ty¡pe lel so ?¡r..re, at, l.easl, ailo:rg the buel-

ness clasø, that lt cnn alnrost, be tìisnegarded. .fiir fr f atLi.r¡:e to

eonforn to the ldeaL of the eoononic $.É.,n tn thls nplrero le due

maJ-nly to lgnorance. /rnri l"t ire e f sJ.l.u-re r'¡hl cl: I'i111 pro6¡:resetveLy

tend to disaopen:: v¡tth the e:r'benslon of sclentlflc ::anngoment

sriô cost r:ccorrntlng . fbe gr'orEtþ. o f hu-r¡e::l' t e-ri en ¡rotlves $ou1å

tend to wo:rk 1n tho oppasfte d!.rectlon Ìrut the:fu' lnfluen*e up

to tho Þresnilt tl¡ne 1s sll-ght.

?jlth regard to tll stntbuÈ1ou the caso l-s gulte

d,f ffe:rent. 'ì¡Jlth Èû IR Ðny Õf us the ctandarrl of l-3.ving tenda ts

equel l-ncorne Êo tbãt saÌtln.g ¿;f.rree pl-rLce to Lnsrr-¡'r::cÞ¡ old 489

penslons, e tè. Liff ovt 1s cll.recteð to irlcreâslng ine ome rathçr
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thån !6itu6lng 6fr)êndf turs. IJnd.e¡' these clr"oumgtancea, we sg6

the grcund.ã fo¡" tlre statøment that hedonlæ fLts the faets nowhsre

êrltgld€ €ooyronf c texïe , Ee also see how rmrch truer en acc ormt ls
g!.ven by aayfag that nen, ln genenal, ága!,re to mako monêy. &ls
f act, then, le that rve have a lar.ge p:ropo:r'tlon of the populatLon

who neke practlcally no attenpt tg såve. The questJ.on le, what

deternlnos thel:r exp enditure? Ssn nÊ nake any genenaXløatlona

that ry1L} be substgntl,aLly true and, at the aaue tlue, glve ue

rtêaL ¿nfo¡rÉqtl.on? .¡l llttle obsorvatåon wi.l-l snabLe ug to seç

that eertaLn genenal llnee of, çonåuot a:ro foll,owed ¡Sr most poople.

A person w111 hag63,e wltb å trsdosrûETr ovep a few

aonts oR tho pnåco of some article of f6çd, åfrd Ð.!x hour oi' tvrç

1aùêr spené the same nr¡mbe¡' of dollara sn somê other artlote that
et¡rlkøs hLn fency, wl.thout çæFl"åfurt ând eïsn wlthout trytng to
flnd whothe¡. ùhe same arùÍole ûou1d not be bought moro chøa¡lly

eLsgwhere.

Tic alght ar¡¡enge these dLffa¡ont artlsLcs .l,n å

rough soalé ån w?rl^oh the eJ.ement of ¡ratfonellty ås pnesent l_n

ðe*cendtng degrèê, For lnetance, åt 1e observablo that the ordinary
nêoÉtÊråtl.€Ê of Ll.fe ane pu*ohasedl wlth nueb mone cane than o the¡
thlngs" E"en a ûong neêeÉÈltLès there ls a differreÞoe. 0om¡non

s¡lticl-ês sf food are bought nlth Ìauôh attanùton, whl,lo l€gg so$luoÌl

åx't{ß}êa may lre regardêd somswhat ae a t¡eat ¿ul.d. uå-y bo bougþt

wtth Ll,ttLe refe¡renee to ooet. But ôvsn among the raoat tir:rLfty
and s?en 1n the easo of food, therê 1e a lar"ge elenent of ftxLty
duc to hêblt. fhe Engltshrn&n Èo wåLl laugh at, the unwållingne*e

of a Jesr to sat ponk *6afnet thc teashlngs of hle rei.lgloa, oanaot

be 1nåuùeå, sven by a great diffe:ronce Ln p,ico, to eat horse mast.
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sånålarly, u¡hen w,heat !n Freflce durfng the rJer becer¡e sçere€ ånð

dear, üheno ses p:råêtisa3.Ly no tendency to sìtbstLtute the rm¡oh

c.höap6¡: mal.ze .

$â dsìrbf , sr¡e rÊagon *ry fooô ls pu"Î.èilsrsgâ no:rs

ear'+fir3.l"y than otbor thånês, is that tt ie pu¡rohåáêd. motre

frequent3.y, enab3.ång tho ¡nrrchaoep to ¡euenbêr prevtous prie€6 ¡

¡rar*3.y, a1so, becauoe the guaLtty is notre gtand.ardlEÊê thçn la the
osse of, othef thlngÉ, a$dl pantly beêeus6 ths¡i€ lÈ l"tttle *lement
of dllspLay ln the utfl.*ty derlved frori fooé. Tho eå$e reâsoura,

€xûçpt the last, te::d to raake è:qpendltune for. rent subJsst to
ea¡eful sorlrtlny.

tLoèhl.ag, on tho sther hand., rqhleh gelres tha d.ouble

pusÞûå€ of pr+teeùlng agalnet tl¡e co3.É and ratlafylng the lnetLnet
of dlapLcy, ls bought wlth uuch :.sås attentå.oa to Èhe uttì1ty
furni sired by eaoìr dollarre outlay.

P:robably there la stlLl lesa retlonellty !.n con_

ncetLon wr th puf'ohåaes mede ln rosponse to the proraptångs of eueh
pÕweFflrL lnstiaçts ee the sel( instxnct s:rd the pugneglous ånstlnet,
e{¡ped. aLJ.y lf the purehaee l* maðe at e tLne of deep o¡not!.on.

LOve hes lorrg been l"augheû at as a apeolaø of fnea:rfty, and th€
øo:rd reaðr {hLch proþerly r¡ee¡ls dementetl, ln commoa ql eeeh eù lsast
Ln thåe cûuntry, ucana nothing nors than ang:pyr It ås not
uu:rp::L slng, then, that suoh a:rtlcla* as fanoy choeolÊteá, eeb

fåeaB å¡ld Jøwelny ane bought wlth vê¡?y lLtt:.€ compar.leon of i,h€

utlLtty to be de¡:lved fuom thelr purohaso wr.th that of eny alter-
native way of stlendlng tha money.

Â eonesÊiet simllar faot, the emstl.oneJ. state of tbe
purchasðr, exp:.alna the outrag&ous pniees ahesg6d by und ertatæra.
l'lo doubt habit end. €uëtÐn te:rgoLy determlnç the €Gâ1ð of f,unerale.
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$ut the €môtfonål ßtåte 6f thôÉe år:'englng a funera: prsvóntË th6¡n

fron makång sLose bargelns o¡r f¡:cn oanvasslng ålternatåve eetab*

}åshsenta" lil€nc€, oompÊtXtloll ån thíe floXd wor.ks ir*pe:rf,eot3.y

anê ohlefJ.y th?ough êther fornts than Èheù of prfee.

t'Je naay 6um uF thls part of the srguu€llt by eaylng

thåt wê måy r6tå1n Èhe aø sump'L lon of ¡?stlonâllty i.n prôð¡Êtåsn,

and ts s leeeep ênd verylrlg degr€€ Ln e onsu&;)tl, olr. li1¡:rthef , qê

nnret tâko aocount of adve¡rtlsing and other ways of infLuenoLng

d€mÊnd, but rve ney do thta by r¿aklng room for them v¡lth1n thc

f¡:amework of the preseni; thðol'y, ]latheÌ. than lry êbsnilonlâg thEt

the ory altogether.,
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1LËT III

ryç_0N!4I-ç8¿

ït renalns to oonglder what ald may bs dorfved,
from pslpehology Ln other departmente ùhaia the theo r.y of value.
ïhåø part of ähe eubJect stll" be uerel.y gi<etehøê as theer.s hag
e}¡rêady €¡rte¡rded to an unreasçnabls r"engflr. psyohotoglcar oor¡-
afdenatr.ons ênte' at vÂrrous pornte sr¡d there 1e a pca, tion of the
fteld that 1* open to inve*tlgetton by both peychologåatn and
eoonorïf stg ,

0n the subJeet of inte¡os{l a:rd thê motlves fÐr
savLyrg, s vaLuabLe aont'tbution håÊ bÞen mad.e by en exifnent pay_
ohologlst, prof . Thorrr¿fk*159)

VcLune g have boen wreltten on the sìrbJegå of, adqer-
at"**Í*oi ståll othex- eoLunêÉ{sl}}rave been srltten on ln¿iustrral
psyohology, the aim cf øhlclr' 1* to Bromoto ef,flsfcnoy by geütl,ng
tho rlght nen rn the rtght plaao wåÈh tnälåtåtrt,rae to hls ûork.

pFÕbabLy the f{el"d of eeonoraios Ln e¡blcb the
fnfl'uenøo of pøyeholegy hes been &ost nÊgr.È't€a ts thaÈ of, ùe:st'0n.
rt åe true prof ' sorfg**{oe¡ notrceð t}rat falrmer' 

'ega}ê 
ta:isÊ

aore âe an iten of oxpendtture than as ân annual. ohargc, and ob-
a€r''€å that eoono¡arst* rÄr*t take *ogniøanoç. of thts peyohologleal
faêt. ?raetLi:e:_ statesmon anCt g¡olltl,efan* have long reaLizoð
thø 

'npopularlty of drnect ta:{es, thua, the fneoms tax has been

{5S} !. t. Ehorndlker.}eychc}ogi.ea} t{otêã on the Motissg forfhrift, /rn. Å¡¡,-¿¿sþ. gyo-

(60) or, Kl.teon, the Slnû of the Buyer.

{6}} }Iugo sunster"berg, psyehor.ogy 8Jìd rndll¡st?lar. rfffåÊlêneyo
{6Ê) X. ñ. Â. $elignan, Shlftlng and fnctd*nts of, fåxatÈon.
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ålmost unÍ.ve¡"ãatl¡r lntr.oduoed u.rrd. e" pre ésu¡ìe rf Bom€ ns.tloneL

smergÉn4y, ånð Â3.mo9* a:.!rayê has beer¡ reprêsÈnted ês å ienpore:3y

or sar Ít€åBllrê r Ë1nåX.arJ.y, the Lgwer"ång of tho èrty on êutonobåLês

by the ¡{ång GovêrñB€nt, whlle r:ot pari;lcu).ar}y corrunend.abl"e on

aoononic ground, wa6 a lnasterpieoe of 1:opulen psychology.

1{cve¡tthales*, 1t renolns tsuê that profcssioÈaÏ
geononlËtâ have neglcetad the ånffu€rrce of p*yelrulagy ln t*xatlon,
SlncÞ lnco&€ taxeêl.on wåLL prohably ptay aü SRcreaslÞgly lepox'tånt
rs.I6 ln thê future, Lt ehould be not¿ced that Xn lÂr€e €êot$.sns êf,

the ¡:opuLatfon *- farners, petty ¡rsrsh¿¡n La and narrufecturcrs --
1t depends for Lts su.Ècess on the hoy¡esty of thê tâX*påysr, $omo-

thíng sån bo dons by lnspectta:l srld punå shrnent of offenderð tû
keep the atragglor ln 1lne, but åt is safs to aay thsù the¡re a¡¡e

peopLes among whom, owing to thê s.b6eneê of habfts of hcnesty anð

ttuthfulne¡s, an âneone. tax ¡¡ould be e blgger faål"ura then pyo-

hibåtlev¡ Ëês Ln Manltoba. IInd er" thesc clrcurnslrênc€B ùhe eduaatåonaf

autho:rLt les, lnoJ.udång chu:reher, thêâüp€s ând newspå¡)ers" shouldÌ

make 1t part ef theír neasøgc Èhat pa¡nnont sf tasatiÕn Le a ûsbt
of honor. lhere Le u:rgueetå.onabl.y a centctn åsroì:ni; of lneome tag
d.Õdgtng by pøopXe ?rhe $rould not try to cheat the nen xrtttr whon they
dtal.¡ andl the onLy r€Hedy fo¡r thås Ls eduçstfon.

S{ore fuipo:rtant, f o:r the pu:rpoeo of ççsnomis theoryn
la the peyohologloål åstr¡sút of ånher.åtanee ts*{.tloni &r. Tawl0ey{65)

suggeets taxlng lnherultences so heavLly that the¡e ¡rllll be ].tttle
Left but personal b€l.ongångð. Even so keen a thånkeli ae "T" S. HllI
tElked of zuoh a eehomc as lf lt 1,rer6 pråctlcable. Nothtng le nore

cer'üaln, ho$t€vêr, that ar4r Lnhe¡"ltanoe taãatton thet attemptoit to

{Sõ} B. H. Tarney, Th6 åqufsi{:lve SocLety.
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take any 3,ar.ge ettare of an e sta.ta woul,å be evaded 1n largø

mðaðu3re by t:ranaforg, Lr¡iêìl våvoe c:: by tlre 'JÐvloe of Jr:ttnt

teneÍ!çiee {a fo¡n of pr'ópei'ty ln whlch the ãux'"lvçï of trvo or

more olrnerã becorngs sole otm€¡' on th€ d.eath of the other). lven

tire comBaratlvely ltgl:t lnherltånêe taxes enfoncd ln th16 prov!.noê

ar"o being êvadedl to *ome çxtent and there le no doubt that tho

ðusten îrould beoome genenal or¡es ê heavy i.nheråtance tax sere

Lnt:rctlueedl.

q9$qryËle$

Th.o genera* conçLusl,on that thls th€cio ãeeke tê

establl*l: has al.roady ?¡een ån,Jloeteê" It te eatlsf¡rlng to not o
164lÊ95) 

hac eome to a verythet åt least one soclal poyohologlat'

si¡rl].ar, conelusÍôn, Though 3.argely of a ne6aà1ve char"estex

lt ls r:ot aS.togoTher va!.n. The¡'e ls coue satlsfactlon in the

though'b that ou¡' *etenoe fs somethlng xûore then a nbotly of

dLal,eetLesrt, and. that lt nây co-tperate lndtefLnltely lrfth lts
stater sclêneÊ, poyohoLogy, ln the dfscovery of t¡¡uth.

{64} R. H. thouleos, $oclaL ?syohology.


