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PREFACE 

This book is an attempt to bridge the gap that has existed thus 
far between the general theory of value for a closed economy and the 
theory of international trade. It stems primarily from the work of 
the mathematical school of economists to which I was first introduced 
by the late Professor Henry Schultz. Although he died before l be
gan this study, I arr(heavily indebted to him for instruction and in
spiration. His friendship and warm personal interest in .me will al-

. ways be a treasured memory. 
This study was presented as a doctoral dissertation at the Uni-

. versity of Chicago in the summer of 1941. The members of my disser
tation committee were Professor Jacob Viner, chairman, and Profes-' 
sors Oscar Lange and Theodore 0. Yntema. i am indeed indebted to 
all three, not only for general intellectual stimulation, but also for 
their constant encouragement and frjendly help. They each read the 
manuscript carefully and made many helpful suggestions. I need 
hardly add, however, that the responsibility for any errors is mine 
alone. 

I also wish to express my sincere appreciation to Mr. Dickson H. 
Leavens, .the editor of the Cowles Commission Monographs, for his 
invaluable aid in preparing the book for the printers. 

Washington, D.C . 
. . July, 1944 
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"Impediments" to trade, 64-74 
Import taxes, effect of, 65-68, 69-70 
Income effect, 16-18 
Indifference curves, 4 
Inferior goods, 17 
Interest 

zero rate of, 120-121, 140-141 
effect on consumer plan, 128-129 
and risk, 129-133 
effect on producer plan, 143-144 
and stability, 155-157 

Laws of change, dynamic 
for individual consumer, 121-129 
for individual firm, 142-144 
for closed economy, 157-161 
for international economy, 167-178 

Laws of change, static 
for individual consumer, 14-30 
for exchange economy, 42-51 
for international economy, 60-64 
for production economy, 105-109 

Marginal productivity, 95 
Marginal rate,of substitution 

with respect to consumption, 7-8 
with respect to production, 95 

Marginal rate of transformation, 95 
Marginal utility 

and marginal rate of substitution, 
6-8 

of money income, 17 
Maximization 

of utility, 11-14 
of entrepreneurial surplus, 95-98 

Measurability of utility, 5 
Money 

and 11umiraire, 37-38, 149-150 
quantity theory of, 37 
demand for, 129-136 
and rate of interest, 129-136 

Money flows in international trade, 86-
93 

Money prices 
determination of, 37-38 
in international economy, 58--59, 63-

64 

Numiraire, defined, 9 

Planning 
consumer, 115-136 
producer, 137-148 
under certainty, 115-129, 137-144 
under risk, 129-136, 144-148 
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Preference scale, ~ 
,Price eft'ed, in consumption 

statie, 18-22 
group, 2~0 
dynamie, 122-127 

Price eft'eet.; in production 
static, 98-101 
dynamic., 142-143 

Producer demand 
statie, 98-101 

· dynamic, 137-148 
Producu f;Upply function 

static., 98-101 
dynamie, 137-148 

Purchasing-power parity, 55 

Quantity theory of money, 37-38 

Reciprocal-demand curves, '17-81 
Regression, 101 
Reparations payments, su unilateral 

payments · . 
Rigid prices, 159-162 
Risk · 

in consumer planning, ~136 
in producer planning, 144-148 

Securities, 129-136, 158-159, 167-178 
Shadow price, 160 
Stability ronditions 

in equilibrium of exchange, 39-42 
for individual finn, 97-98 
m equilibrium of production, 103-104 
in dynamic economy, 150-157 

Substitution eft'ect 
for the individual ronsumer, ~26 -
for all consumers, 32 

Taxes and international trade, M--74 
.. Terms of trade," 75-86 
Token money, 9-10 
Transformation function, 94-95 

Unemployment in equilibrium, 153-154, 
16()....162 

Unilateral payments 
and static international equilibrium, 

56-60 
eft'ects of changes in, 60-64, '1~ 
and reciprocal-demand curves, '19-81 
and money 1lows. 86-93 
in dynamic economics, 17()....1 '11 

. Utility functions. 4-8 


