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PREFACE 

THE purpose 'of this book is 'twofold. It is intended as a text 
from which the student can learn and the teacher can teach the 
methods and results of economic analysis._ It _also seeks to be 
a contribution to the development and systematization of the 
body of economic analysis itself. These purposes are_ not sepa
rate. The task of presenting a systematic, orderly, and accurate 
account of economic analysis is identical with the task of. pre
paring the material for teaching. It must be emphasized, how
ever, that the purpose of this work is not primarily to entertain 
the student, or to enable him to regurgitate appropriate material 
into examination books, or to learn a few pat phrases, or to in
doctrinate him with an abstract discipline which he will never 
use. Economics is like photography in this respect, that under
exposure is less desirable than no exposure at all; and it is to be 
feared that too many half-exposed students are produced by 
our institutions of higher learning. The picture of economics 
held in their minds is a blurred and confused one, and what they 
have learned is not sufficiently accurate to serve as a tool for the 
analysis of practical problems. It is hoped that the student who 
survives. this book will at least have come to regard economic 
analysis as a discipline useful in the interpretation and solution 
of numerous problems of life and thought, and will be able to 
add its methods to the cutting tools of his mind. Hence this is 
a work for the serious student, and not for the course-taster. 

Economics presents a peculiar problem of exposition, in that 
its various parts are much more closely related than is the case 
in many studies. Unless the student catches some vision of the
whole great globe of analysis, therefore, he is likely to miss the 
significance _of each part that he studies. It is the experience of 
most economists that on first approaching the subject it seems 

XV 
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to be a hopeless confusion of unrelated principles. After a cer
tain period of study, however, it may happen that the student 
experiences an illumination, often quite sudden, of the true 
nature and relationships of the subject, and from that time forth 
every part that he studies falls into its proper place and the 
subject is seen as a closely integrated whole. For this reason I 

· have divided the work into two parts, each of which contains 
about enough material for a half-year's course of study. In the 
fust part I have endeavored to range over the whole .field of 
economic analysis, using the simplest possible weapons of analy
sis, so that the student may obtain a rough outline of the whole 
picture. In this part, therefore, I treat the concepts of demand 
and supply curves as self-evident, without discussing the mar
ginal analysis which underlies them. With the concepts of de
mand and supply as .the principal instruments of analysis, I 
outline the main principles of price determination and of distri
bution. In this part also I consider the theory of money, banking, 
international trade, and the business cycle, still confining myself 
to the tools of demand and supply. 

In· the second part I give in detail the marginal analysis un
derlymg the demand and supply curves, including the theory 
of the individual fum, of consumption, of imperfect competition 
and ~onopoly, together with a discussion of the theory of capi
tat-With the foundation laid in Part One the student will be able 
to integrate this more difficult material into his studies as he goes 
along. In this part I have followed the practice of segregating 
the ' more difficult material in'to separate chapters. Hence this 
part ·can be studied on two levels: the student can go through it 
on an elementary level, or he can take the more advanced material 
in his stride. (See page 376.) 

The arrangement of this work thus is not according to subject 
matter, as usually seems to be the case, but according to the 
methods of analysis used. The old fourfold division-production, 
consumption, distribution, and exchange-has almost completely 
disappeared. Instead we have a twofold division: into the part 
of the analysis which can be conducted with the- aid of the 
demand and supply concepts, and the part that requires the 
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concepts of the marginal analysis. A surprising amount. can be 
accomplished with the aid of demand and supply analysis alone. 
Determination of prices, the elementary theory of distribution 
and exchange, the elementary theory of money, :international 
trade, and the business cycle can be discussed without once US"" 

ing the word "marginal." Therefore, this word so full of tor
ment for the beginner does not occur in Part One. In Part Two 
all this analysis can be elaborated; demand curves can be de
rived from utility or from production functions, supply curves ' 
from cost curves, and- the whole theory of the individual firm 
can be worked out. A possible defect in this method is that the 
theory of monopoly and imperfect competition must be pt)st
poned to Part Two. Nevertheless, there are sound -reasons for 
this; a student who is introduced to the modem theory of the 
market and the individual firm before he receives a thorough' 
grounding in supply and demand analysis is often inclined to 
lose sight of the broad principles governing the whole economy 
through his absorption with the study o( special cases. The con
clusions of the analysis of perfect competition 'are modified, but 
not superseded, by the introduction of more complex and real
istic assumptions; and the student will perceive more clearly 
the implications of these modifications if he knows what they 
m~. -

The method of this work, therefore, is somewhat new; it may 
be called the "implemental" method, as it seeks to classify the 
various topics of analysis according to the analytical tools or 
implements used. It is thus hoped that the student will come 
to regard these tools as instruments, not as playthings. To this\ 
end I have introduced a system of discussion of practical prob
lems which has, I believe, some claim to novelty. Instead of 
having one volume on ·principles" and another volume on 
"problems,'" as is usually the case, and where all too frequently 
the .. problems" have little or nothing to do with the "principles, .. 
I h~ve integrated principles and problems throughout. That is, 
after each theoretical section in which the student has been in
troduced to a tool of analysis, there will be found a section deal
ing with those practical problems to which the tools thus far 



xviii ·pREFACE 

acquired can be applied. For example, after the chapter on the 
determination of prices in a competitive market, I discuss imme-. 
diately the practical problems of organized competitive markets, 
such as the foreign exchange market, the capital market, and the 
commodity markets. After the section on normal demand and 
supply curves I have two chapters of problems which may be 
solved with the aid of these concepts, and so through the book 

In selecting these problems I have sought to choose those 
which provide the best illustrations of the principles involved, 
rather than those whose interest centers· merely in their topi~ 
cality. It is my belief that a work on principles should compete 
with neither the popular magazines nor the encyclopaedias. Con·· 
sequently I have not endeavored to write a compendium to cur 
rent economic problems, for the reason that by the time the stu
dent has to face economic problems those of today may no 
longer be current. It seems to me more important to give the 
student a training which will fit him to understand the prob
lems of the world of his maturity rather than of his youth. Conse
quently it is more- important to give him a rigorous training in 
methods of analysis than to prime him with personable current 
opinions. It alSo seems to me that it is unwise to crowd a prin
ciples course with masses of factual material in special studies 
..:....tabor, marketing, etc.-merely for the sake of giving the work 
an air of. factuality. The place for such factual studies is later 
in the student's career, when he has acquired the techniques 
for interpreting the monstrous riddle of the factual material. 

No advanced mathematical knowledge is required for this 
work A knowledge of plane geometry will carry the student 
through all except the advanced chapters in Part Two. Even in 
these chapters a nodding acquaintance with solid figures is all 
that is required. Any material involving algebra or the calculus 
is carefully segregated in appendices. 

Colgate University, 
Hamilton, New York, 
March, 1941. 

K.E.B. 
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of transactions, 74-75, 77 

Division of expenditure, 644 
Doctors, distribution of, 183 
Dollar, an inconstant measure, 260; 

as a claim, 258; as a liquid claim, 
259; as legal tender, 257; as a 
measure of value, 255-256; as a 
national unit, 89; as a physical 
object, 256; the contract, 353 

Domestic system, 395, 401 
Domestic worker, 395 
Double liability, 399 
Dumping, 562-563 
Duopoly, 608 

See also Oligopoly. 
Dutch auction, 42 
Dynamic equilibrium, 769, 794 
Dynamic theory, 686 

Eagerness 'to buy or sell, determined 
by preferences and possessions, 
75-77; determines price, 52; ef-

fects oi change in, 69-70; meas
urement of, 53-54 

• Economic organisms, 4, 17 
Economic quantities, 4 
Economic rent, 229-232, 442-444; 

absorbed by specific inputs, 467- . 
470; as a virtual expense, 379; at
tack on, 787; bears taxes, 240-242; 
calculation of, 469; in an invest
ment,. 697, 725-726; is a price, 
217; under monopoly, 535-537 

Economics defined, 3 
Efficiency, economic and engineer

ing, 451-452 
Elasticity, ambiguity in definition, 

133; "arc," 143; determines effect 
·of tariH, 163; determines effect of 
taxation, 155; effects on income, 
145-148; in problem of joint sup
ply, 249; mathematics of, 139-
144; numerical definition, 131; 
••point," 143 

Elasticity of demand, 130-133; af
fects technical progress, 778-779; 
determinants of, 655-657; for in
puts, 221-225 

Elasticity of expectations, 738-739 
Elasticity of supply, 130-136;' de

pends on time taken, 242; deter
mined by "cost ladder," 436, 439; 
determined by mobility, 238-239; 
determines incidence of tax, 241-
242; of labor, 226; related to eco
nomic rent, 232 

Embodiment of services in goods, 
383 

Employers transform money into 
goods, 384, 386 

Employment, affected by price level, 
269; an exchange, 384; is invest
ment, 755 

Enterprise, as a process, 455; is 
arbitrage, 79; may have back
ward-sloping supply curve, 229 

Entrepreneur, private, 396-397 
Equal advantage, principle of, 182, 

196; applied to securities, 293; 
applies to capital, 203-205; ap
plies to land, 205-206 
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Equilibrium, analogy from physics, 
62; general, 764-765, 768-774; in 
·distribution of resources, 183; in 
international trade, 159; meaning 
of, 764-765; of a monopolist, 553, 
586-587; of an industry, 437; of 
normal demand and supply, 125; 
of the constimer, 648-653, 664-
676; particular, 765 

Equilibrium of the firm, .by mar
ginal productivity method, ·475-
476, 514-517; determinacy of, 
539; in respect to output, 427-431 

Equilibrium price, in the market, 
61-62; of labor, 218; of securi
ties, 106; relations with actual 
price, 62-63; unemployment and, 
362 

Equimarginal principle, 645-648, 
663 

Equities, 282 
Europe, co-operatives in, 403 
Exchange, as economic phenomenon, 

4; both parties benefit in, 24; com
munity and conflict in, 34-35; de
fined, 6; is indirect production, 
29; loan as example of, 698; of 
bread for butter, 26; range of 
possible prices in, 35; theory of, 
681-684; types of, 19 

Exchange equalization funds, 94, 
342 

I:xchange ratio, 6; consistency of, 
81-82, 96-97 

Expectational equilibrium, 770-772 
Expectations, affect demand for 

labor, 221; consistency of, 739; 
determinants of, 737 -738; effects 
of, 734-737; fulfill themselves, 
108-109, 268-269;. in the cycle, 
366; revision of, 704 

Exploitation, 406; and equilibrium, 
773; prevention of, 788 

Exponential allocation, 692-696 
Exponential curve, 695 
Exports, visible and invisible, 329 
External economies, 194 

Factors of production, 217; in joirit 
demand, 252 

See also Inputs. 
Factory system, 396 
Facts, and theories, 5; relevancy of, 

7; selection of, 6 
"Fair price," 449 
Farm income;. 174; stabilization of, 

169-174 
Favorable balance of payments, 332 
Federal Reserve banks, 315-318 
Federal Reserve System sterilizes 

gold, 341 
Feudal lords injured by inHation, 

351 
Financing, 7 45-7 46 
Firm, balance sheet of, 284; defined, 

18, 377; equilibrium of, 427-431, 
475-476, 514-517, 539 

"Firm effect," 473 
Fisher Equation, 275; extended to 

banking, 320-323 ·. 
Fixed cost, average, 419; total, 419 
Flows of commodity, 118 
Fluctuations, accentuated by bank-

ing, 366; .of prices, 268-269; sea- · 
sonal, 84; self-justifying, 107-108 

Force of interest, 761 
Forced saving, 358-359 
Foreign exchange market, 82, 89-97 
Foreign exchange rates, 90-100; af-

fected by balance of payments, 
330; affected by tariffs, 345; effect 
of exchange equalization funds, 
342-343; fixed by bilateral gold 
standard, 99; inconsistency of, 96-
97 

Foreign investment, 334, 336, 754 
· Forestry, 728-729 

Free economy, 181 
Free entry, 412 
Full employment, 775-776 
Futures, 110-116;. in foreign ex

change, 343 

, Gary Dinners, 629 
Gasoline industry, 613, 616 
General equilibrium, 792-796 
George, Henry, 787 
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Cennan barter agreements. 335 
Gluts and scarcities, 170 
Gold. .26; no intrinsic value, .255; 

sterilization of, 338-341 
Gold clause. 354 
Gold flows. affect balance of pay

ments. 330; affect incomes, prices, 
331; rectify themselves, 332 

Gold points. 100 
Gold standard, 97-100; abandon

ment of, 338; held as ideal. 352; 
in Britain, 340; in United States, 

· 340; international loans under, 337 
Goldsmiths, 302 
Goods, as a ·population, • 795; in . 

process. 279 
Goodyear Tire Company, 563 
Government intervention, 450, 77 4 
Grnruuy, ever-normal. 150 
Gr.tph as expression of schedule, 56 
Growth curve, 695 

Hedging, 112-115 
Hicks, J. R., 738 
Hidden Hand. 568 
Higgling,38-40 
Hoarding, 272-273, 782, 784 
Homogeneous commodity, 411 
Homogeneous function, 488 
Hops marketing scheme (British), 

633 
Hypothetical propositions. 14 

Ignorance a source of wage differ
ences, 199-201 

Immobility, and wage . differences, 
200-203; geographical, 201; of 
land. 206; of resources, 623 

Impact effect, 186-187, 191 
Impatience, 675; effect on interest, 

760-761 
Imperfect competition, 596-618, 627 
Imperfect markets. 529-530; fOI' 

input, 574 
Imports. bought with exports, 44; 

visible and invisible, 829 
. Incidence of taxation, 239-243 
Income, 288-291; a flow, 288-289; 

created by banking, 321; derived 

from propertr, 213-214i money 
and real, 289=.291; same as a
peoditure, 270 

Income velocity of circu1ation, 271-
272 

lncreasingcost,512 
Indeterminacy, of . price, 43; ot 

scale line, 571 
lndel' numbers. .262-.264 
lndia,768 
Indifference curves, for commodities, 

659; for work and income, 665-
, 666; in theory of exchange, 682; 

time, 671-675 
Indivisibility of goods, 647 
"'Industry effect, • 473, 520, 656-

657,678 
Inequality, 214 
Inflation, a drug, 355; a form of 

taxation, 356; follows unbalanced 
budgets. 351, 355; helps agricul
ture, 267; helps merchants. 352; 
lag in, 357-358, 370; of bank de
posits. 359; prices in, 357; remedy 
for unemployment, Ti6; spectacu
lar, 358 

inflationists. 353 
Innovation, necessity for, 603 
In-payments. 7 45 
Inputs. best combination of, 499-

503, 506; defined, 377; demand 
for, aee Demand for input 

Insolvency, 285-286 
Instability of prices, 276 

See also F1uctuations. 
"'Instruments. • 278 
Insuii. 401 
Insurance saving, 651 
Integration of linns, 390 
Intensive magnitudes, 643-644 
Interest, 291-297; advanced theory 

of, 757-760; comes from profit, 
750; included in cost, 414; on gov· 
emment debt, 300 

See also Rate of interest. 
\ Intermediate effects. 136, 187-188, 

191 
Intermediate products. 390-391, 394 
b>temal rate of profit, 696 
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International loans, 336-337; effect 
on exchanges, 95 

International trade, 43-48, 326-349; 
dumping in, 562-563; equilibrium 
in, 159 

See also Foreign exchange 
rates; Gold standard. 

Interstate Commerce Commission, 
538 

Intrinsic value, 26 
Invention and discovery, 752, 777; 

vs. accumulation, 783-784 
Inventory of stock, 278 
Inverse demand curve, 680 
Investment, 7 40, 782; period of, 

740-743 
Investment banks, 302 , 
Investment•series, 746 
!so-outlay curves, 505-506 
!so-product curves, 495 

Joint products, 523-525, 592-593 
Joint stock company, 399 
Justice in distribution, 784-787 

Keynes, J. M., 754 

Labor, a perishable commodity, 385; 
demand for, see Demand for 
input; scarcity of, 219; supply of, 
225-229 

Labor theory of value, 405, 408 
Land, bears economic rent, 242; 

differences in remuneration, 205-
206 

See also Diminishing marginal 
productivity. 

Land values, taxation of, 787 
Large-scale production, 492 
Law, of demand, see Demand; of 

diminishing returns, see Diminish
ing returns 

Least outlay combination, 500-503, 
506 

Legal tender, 257 
Leisure, 649 
Liabilities, 282 
Liability, limited, 398-399; unlim· 

ited, 398 

Linear allocation, 690-6{H 
Liquidity, advantages .of, 387; order 
· of, 259; preference, 294-295, 749 
Liverpool, 80-82 1 

Loan, exchange of money at differ-
ent dates, 698 _ . 

See also Debt; International 
loans. 

Location of firms, 600 
Logrolling, 163 _ 
Long and short run, 416-417; sup-

ply curves, 441, 447-448 
Luxuries, theory _of, 780 

Malthus, 481 
Management, as a fixed input, 492, 

513; backward - sloping supply 
curve, 229 

Map of reality, 15 
Margin buying, 116 . . 
Marginal cost, 419-420; equals price 

in equilibrium, 428-4,31; inde
pendent of price of fixed factor, 
468; is· compounded differential 
outlay, 732; of time, 721 

Marginal firm, 437 
Marginal outlay, curve, 552-553; de

fined, 576; determines purchases, 
546 

Marginal physical productivity, 45B; 
ratio of, 50.2 

Marginal productivity, and equilib
rium of firm, 514-517; discounted, 
733; objective and subjective, 737; 

· of selling costs, 582; under mo
nopoly, 551 

Marginal revenue, 532-533; curve, 
552-553; equals marginal cost, 
533; is compounded dijferential 
revenue, 733; of time, 721; of util
ity, 641 

Marginal revenue productivity, 474; 
under monopoly, 551 

Marginal utility, 25, 638-640; of 
money, 641 

Market curve, collective, 73; indi
vidual, 57 

Market demand and supply, 60 
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Market schedules, 54-55; changes in, 
57-59; effects of changes in, 69-71 

Market values used in valuation, 705 
Marshall, A., 194 
Marx, Karl, 25, 405 
Marxism, 405, 408 
Mathematics and business judgment, 

587 
Maximization, of discounted net rev-

enue, 722; of net revenue, 427 
Measurability of utility, 662 
Merger, 633 
Merinos, 250 
Method, experimental, 11; of intel

lectual experiment, 13; statistical, 
12 

Mexico, 163 
Middleman, 24; quotes prices, 41 
Migration, international: 201, 203 
Milk, 24, 39, 413, 451 
Mille Marketing Board (English), 

630-632 
Mill-base system, 628-632 
Mining, 207 
"Mixed" system, 623-625 
Mobility determines elasticity of 

supply, 226, 238-239 
Molasses, 246 
Money, a claim on goods and serv

ices, 89, 258, 310; as a "veil," 22; 
as liquid property, 259-260; as op
posed to securities, 101; demand 
and supply, 105-107; depreciating 
stamp; 756; duties of the state, 
350; management of, 350-358; 
quantity of, affects prices in mar
ket, 78 

See also Cash balance; Dollar; 
Foreign exchange rates; Gold. 

Money income, effect of rise in, 
654-655 

See also Income. 
Monopolistic combinations, fragility 

of, 177 
Monopolistic competition, 597-607 
Monopolistic organizations, 628-634 
Monopoly, artificial, 205; causes un-

employment, 77.5; defined, 529; 
final solution, 586-587;. in labor 

market, 219; makes price reduc
tions difficult, 339, 560-561; nat
ural, 204, 569, 603, 626; regula
tion of, 567-572, 706-708; stabil
ization under, 150; weapon of 
group conflict, 37 

Morgenthau, 257 
Most profitable output, 428 
Mutual determination, 763 

Naval engineers a specific resource, 
202 

"'Negative railways,'" 162 
Net revenue, 415, 687; maximization 

of, criticized, 731-732; maximiza
tion of, 427, 533; not to be maxi-
mized, 722 • 

Net worth, 282 
Neutral money, 354 
New Deal, 776; cotton policy, 175-

177 
New York Stock Exchange, 109 
Non-Euclidean economics, 14 
Non-monetary advantages, 196-199; 

of securities, 103 
Normal price, 120-123 
Normative equilibrium, 772-774 

Obsolescence, 202 
Occupations, "blind alley; 198; dis

reputable, 204; pleasant and un
pleasant, 197; skilled and un
skilled, 198 

· Offer ratio equal to price in equilib
rium, 93-94 

Oligopoly, 607-618; imperfect, 613-
616; perfect, 608-613 

Open market policy, 318 
Opportunity lines, 757-758 
Original cost as basis of valuation, 

706 
Original goods, 280-281 
Original producers, 18 · 
Outlay, total, 414 
Outlay contours, 505-506; with im

perfect markets, 574-576 
Outlay revenue series, 688 
Out-payments, 745 
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Output. defined. 377; most profit- 2.45, 297; normal and mad:~ 

able. m r 120-123; of b~. s. of securi-
<h"erCapacity doe to shifting de- ties. 103-106; performs rationing 

mands. 4-12 function, 152; regulates profits. 
(h-emme. 668 570; spot. 111; stability of. 148-
0wnen of goods and mooey the 150; v.-holesale. 2M 

real employers. 386-387 Price cutting. theory of. 614; vs. 
Ownenhip. ~oon:ed &om control. sales promotion. 586. 617 

SOl; dh'On:ed from management. Price discrimination, betwren pur-
403-404; function of, 407; risks chasers. 540-546; betwren quanti-
of. ~ ties. 546-549; examples, 562-566; 

used in achieving monopoly. 565-
566 Particular balances in intematicmal 

trade. 835 
Particular equilibrium, 790-792 
Partnership. 397-398 
Patents. 205 
Peasant economy, 2.15, 2.16 
Perlect competition, conditioos for 

attaining. 62.5; evils of, 622; 
meaning of, 52. 410-413 

See llho Competition. 
Perlect markets, 410-411 
Period, of invesbneot. 724-731, 74(). 

7 43; of production, 79-3 
Perishable crops. 147 
Perpetuities. 108, 29-2. 712 
Physical production, schedule, 4»1; 

smface, 494; table. 486 
Pig standard, 98 
Pioneering and land \-aloes, 787 
-Pittsburgh plus.- 6.28-6:..?9 
Planned economy. 181, 404-405 
""Piuperlect• markets, 575 
Podunk Bank, 313-314 
Pool price. 630 _ 
•&x. man's goods.• 0.9-681 
Population, and the standard of life, 

478-479; optimum. 479; staticm
ary and dynamic. 793-796 

Post office as a mooopoly. 571 
Potatoes. 85, 380, 460; cycle, 1 T1 
Present nlue, 700 
Price. an exchange ratio, 6; as 

source of conBic( 35; cause of in
crease. 73, Tl-78; custom of the 
fixed. 39-41; depends em eager
DesS to buy and sell. 52; deter
minancy of. 43; instability, 244-

Price fixing. 150-1s:Ji acxmding to 
cost, 449 

Price leadership. 610-613, 629 
Price level, affected by tariffs, 347; 

banking affects, 820, 323; deter
mination of. 269-276; effect of 
changes in,· 264-269, 7CT1-708 

Price rigidity, in a .. mixed'" system. 
623-625; of lllOilOpOlist. 561-562 

Price war, 616 
Primitive society, 393 
Primogeniture, 2.15 
Principle. of comparative advantage., -

SO; of equal advantage, 182, 196, 
2.03-206, 293; of minimmn differ
entiation, 601; of the best altema
m-e, 29 

Process defines a business. 879 -
Produced goods. 280-281 
Product CODtoUJ'S, 4!}5-496, 498 
Product differentiation, 597 
Production, adds to commodity 

stocks. 118, 289; function. the 
ultimate determinant. 701; goods. 
278; process of, :rr1; revenue oon
toUJ'S, 583-584; the creation of 
goods. 384-385; time schedule, 
686-688 

Producthity, and cost, 4M-466; av
erage. .ee Average physical pro
ducthity; ladder, 478; marginal. 
.ee Marginal producthity -

Profit. actual, '414, 687; allocation 
of, 689-699; calcu1ation of. 701; 
depends em valuation, 380-382. 
70'2; detennines interest, 750; ef-
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fects of disappearance of, 388-
389; errors in calculation of, 382; 
illusory, 707; in socialist state, 
405-407; included in cost, 414; 
maximization of, 378; normal, 
414-417; of diHerentiation not 
permanent, 601; of innovation, 
603; persistence of monopoly, 
537; rate of, 382, 693; ratio, 741; 
reasons for, 385; the reward of 
ownership, 383, 386, 388, 402. 

Progress, and the rate of interest, 
760; technical, 777-783 

Property, defense of, 407-408 
. Proportions and scale, 509-511 

Public utilities, valuation of, 705-
708 

Pump priming, 369-370 
Purchase schedule, 530-531 
Purchasing power of money, 262 
Pyramiding of control, 401 

Quakers, lose peculiarities, 601; set 
fixed prices, 40 

Quality, a psychological property, 9; 
suHers in a declining industry, 210 

Quantity theory of money, 275 
Queues, 151 
Quotas, 632-633 

Race suicide, 482 
Railroads, 602; a declining industry, 

211; natural monopolies, 204; re
duced price, gained profits, 538 

Railway rates, 564 
"Rainy-day" saving, 650 
Rate of interest, 291-297; a property 

of the investment series, 747-748; 
affects period of investment, 725, 
729-731; affects saving, 652, 672; 
commodity, 296-297; defined, 747-
748; in long run, 749; negative, 
758; real and nominal, 295-296; 
use in allocating profits, 696-697; 
use in valuation, 703 

Rate of outlay substitution, 501; in 
imperfect markets, 576 

Rate of pr?duct substitution, 501 

Rate of profit, 693, 7 41; a ratEr of 
growth of capital, 693; general 
formula, 711; long-run determi
nants of, 752 

Rate of revenue increase, 722 
Rate of time preference, 761 
Rate of time substitution, 674 
Rates, of production and consump-

tion, 119; of substitution, equal 
on scale line, 508 

Rationing, 151-152; of loans, 319 
Rediscount rate, 317 
Rediscounting, 316 
Relative marginal utility, 641 
Rent, economic, see Economic rent. 
"Representative warehouseful," 263 
Reproduction cost as basis of valua-

tion, 706 
Reserve ratio, 312; legal and volun-

tary, 369; regulation of, 318 
Reserves, excess, 368 
Resources, allocation of, 181 
Restriction policies, cotton, 175-177 
Restrictions on mobility, artificial, 

203 
Retail industry, 604 
"Returns to scale," 487-488; appar

ent and real, 491-493; on physical 
production surface and contour 
map, 497, 498 

Revenue, average, 534-535; "gross" 
and "production," 580-581; 
through time, 721-722; total, 414 

Ricardo, 405, 480 
"Right to a job," 786 
Rigid prices, see Price rigidity 
Risks of ownership, 387 

. Robbins, 9 
Robinson-Patman Amendment, 566 
"Roosevelt standard," 343 
Russia, accumulation in Soviet, 784 
Russian experiment, failure of, 789 

Sale line, 585 
Sales contours, 583-584 
Sales curve, 412, 534-535; in mo

nopolistic competition, 597-598 
Sales problem, 541 
Sales schedule, 530, 531-532 
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SaleS tax, 156 
Satiability of wants, 640 
Saving, affects demand curves, 655; 

factors affecting, 650-653; forced, 
358-359; theory of rational, 669-
676 

Savings banks, 302 
Scale effect, 518; in consumption, 

676-678; in joint products, 525; 
in time, 734-736 

Scale line, 507 -513; under monop
oly, 577; used to analyze demand 
for input, 517-521 

Scale models, 488 
Scale of consumption, 648 
Schumpeter, J. H., 757 
Scientific management, 225 
Scottish Private Bank Notes, 258 
Securities, corporation, 401; defined, 

101; market, 100-110; price of, 
and the rate of interest, 291, 749; 
quality of, 105 

Sellers cut prices when unsatisfied, 
63-64 

Selling cost, 539; in imperfect com
petition, 616-618; theory of, 578-
586 

Services exchange for services, 22 
Shares, see Stock. 
Sherman Act, 633 
Shiftlessness, 651 
Shipyards a specific resource, 201 
Short selling, 115 
Sillc, shift in demand for, 185-189 
Silver certificate, 257 
Silver purchase policy, 163-165 
Size, importance of, 492-493 
Slaves, 213 
Social institutions, task of, 77 4 
Socialism, 404-408, 786 
South Africa, tax on natives, 787 
Specialization, a prerequisite of ex-

change, 22-23; depends on extent 
of market, 31; development of, 
393-401; gives rise to exchange, 
27; lowers cost curves, 446; makes 
us richer, 28; of enterprise, 394; 
of processes, 29; of products, 28; 
of resources, 181; produces ex-

temal economies, 194; vertical, 
389-390 

Specificity a cause of immobility, 
201 

Speculation, in futures, 111; · in
creases price fluctuations, 109; is 
arbitrage through time, 83; less
ens price fluctuations, 85; a ·sta
bilization of farm income by, 172 

Spot price; 111 · 
Squirearchy, 215 
Stabilization, of incomes, 169-174; 

of prices, 150 ' 
"Stabilizers," 353 
Standard of life, 648; line, 661 
Standard Oil Company, 566 
States of mind determine prices and 

quantities, 68 
Stationary equilibrium, 793 
Stationary state, defined, 768; diffi- · 

culties of, 210; rate of interest iri, ' 
757-760 . 

Steel industry,. 628-630 
Sterilization of gold, 338-341 
Stock, common or ordinary, 102; 

preference, 102-103 
Stockholders, absentee owners, 386; 

delegate control, 400 
Stocks of commodity, 119 
Storability and substitution in time, 

735-736 
Strike, 39 
Subsidies, effect of, 155-156; ex

pense of, '157-158; regulation of 
monopoly by, 572 

Subsistence level, 480 
Subsistence theory, 480 
Substitutability, in demand, 246-

247; in demand for input, 519; 
meaning of, 489-490; of joint 
products, 249-250; represented by 
curvature of product contour, 498 

Substitute commodities, 136-137 
Substitution, rate of outlay, 501; in 

imperfect markets, 576 · · 
Substitution, rate of product, 501 . 
Substitution effect, 517; in consump

tion, 676-678; in joint products, 
525; in time, 73~736 
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Supply, ambiguity of term, 129; 
cause of change in, 137; change 
in, 127-128; competitive, 247, 
251; complementary or joint, 247, 
251; depends on ,anticipated 
prices, 735-736; goes back to 
study of sellers, 377; of labor, 
225-229; reacts on demands, 192 

Supply curves, backward-sloping, 
227-229; effect of backward-slop
ing, 243-245;• for labor, 225-229, 
667 -669; from individual enter-

• prise, 433-434; long- and short
run, 441; market, 65-66; normal, 
124-125; reversibility of, 440-441; 
rise when costs fall, 445-446 

Supply price, 434-435; decreasing, 
constant, and increasing, 447-448 

Supply schedules, for an industry, 
derived from cost schedules, ·435; 
market, 60-61; normal, 122 

Surplus value, 406 
Survival grouping, 793 

Tariffs, affect foreign exchange, 345; 
decrease exports, 346; dynamic 
argument for, 779; effect on 
prices, 347; effect under gold 
standard,' 346; effects of, 158-163; 
example of economic conflict, 37; 
infant industry argument, 452-
453; long-run effects, 344; p<>pu
larity of, 347; produce monopoly, 
563 

Tastes, results of a change in, 185-
189, 653-654 

Tax, ad valorem, 156-157; ad va
lorem, on monopolist, 559-560; 
burden divided, 155; falls on eco
nomic rent, 240-241; fixed, on 
monopolist, 557 -558; results of 
specific, 154-155; specific, 153; 
variable, on monopolist, 558-559; 
yield, 157-158 

Taxation, and monetary policy, 356; 
as a weapon of social.policy, 788; 
effect of, on selling cost and price, 
589; incidence of, 239-243; of 
chain store, 786; of rent, 787; 

progressive: 785; regulation oi 
monopoly by, 572 

Techuical and economic efficiency, 
451-452 

Technical progress, 777-783 
Techniques, effect . of change in, 

189-192 
Tenant farmers created by deflation, 

261 
Thomas Amendment, 163 
Time center, 7 41 
Time deposits, 303 
Time-indifference curves, 671-675 
Time preference, 674-676; .effect on 

interest rates, 761-762 
Time the ultimate resource, 777 
Toonerville Trust, 313-314 
Total cost, . includes normal profit, 

414; is defined with reference to 
specific output and period of time, 
417; varies with date, 720 

Total cost curve, 424; with time as 
variable, 724 

Total fixed cost, 419 
Total market, curve, 73; schedule, 

71-72 
Total outlay, 414; schedule, 503-504 
Total product schedule, 458 
Total production revenue, 581 
Total profit, actual, 687 
Total revenue, 414; curve, 424; 

curve, with time as variable, 724; 
gross, 580; marginal, 544; varies 
with date, 721 

Total utility schedule and surface, 
658-659 . 

Total variable cost, 419 
Trade cycle, accentuated by "mixed" 

system, 624 
See also Business cycle. 

Trade unions, 38, 39, 203, 773, 775 
Transactions, volume of, affected 

by: amount of commodity pos
sessed, 78-79; bank loans, 323; 
"divergence," 74-75 

Transport costs, affect international 
trade, 47; affect price differences, 
80; create monopolistic competi
tion, 598; determine gold points, 
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100; equivalent to ~a.n-'. 1~0-162; 
increased by cartels, 631 

Transport through time, 83, 115 
Transportation and progress, 781 
Trust, 633; movement, 633-634 
Two-bank systems, 313-314 

Ultimate consumers, 18 
Ultimate determinants of the sys

tem, 767 
Uncertainty, 82, 702 
Unemployment, a result of immo

bility, 209; due to disappearance 
of profits, 388-389, 754-755; due 
to "mixed" nature of system, 623; 
forms of, 361-363; in equilibrium, 
772; responsibility of banks for,' 
353; responsibility of society for, 
775-776 

Unfavorable balance of payments, 
332 

United States Steel Corporation, 611, · 
629 • 

United States Treasury, silver pur
chases, 163-165 ' 

Utility, functions as ultimate deter-. 
minants, 767; schedule, 637; so
cial, 784; the product of consump
tion, 636 

See also Marginal utility; Total 
utility. 

Valorization schemes, 150-153 
Valuation, 286-288; determines 

profits, 380-382, 702; errors in, 
718; theory of, 699-703 

Value defined, 256 
See also Exchange ratio; Price. 

Values, as virtual expenses and re
ceipts, 381; change in relative, 
261; ponderable and imponder
able, 10 

Velocity of circulation, defined, .271-
.272; in business· cycle, 364-366; 
increased by advertising, 621; of 
deposits, 322 

Viner, J., 3 
Virtual expenses a!ld_ receipts, • 378-

380 

Wages, affeCted by changes in de
mand, 236-239; are a price, 217; • 
causes of _differences in, 196-205; lJ · 

determined by demand and sup
ply, 218; effect of change in, 470-
474, 726-728; equal to marginal ' 

· revenue productivity in equilib· 
rium, 476 

War, and the balance of payments, 
334; effect on foreign exchange, 
94-95; inflation, 357; rationing, 
152 

Waste, competitive, 788; of monop
olistic competition, 605 

Wealth, concentration of, 215-216; 
is not equilibrium, 773 

Weighted marginal utility, 644 
WeHare, concern of economics with, 

9; private and social, 568 
Wicksell, Knut, 754 
Wicks teed, Philip;· 647 
Wines, maturing of, 720 
Work, hours of, 665-669; vs. leisure, 

649 
Work-income indifference curves, 

665-666 


