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Pure Eeonomie Theory expounds the laws governing the
* acts of a rational being 'h'a faced with the problem of

scarcity. ¢
’ q

Yhe prineiples embodied in pure economic theory cover & much wider
field than is usually understood by Lconomics or Political
Leonomy, Scarcity is present, when means are insufficient
to meet all our ends. But ldhether the "ends" consist in the
satisfaction of human wants and whether ihe "means” consist
of material resources or not, . , {aborian

: ; bnoriic aspect. The poet deals
econonically wi ffects, the chess player with
his pawns, the upstart with his social connections, the
logician with the number of premises he uses, each of them
endeavouring te stretch means to the utmost, and to achieve
ends at the smallest price possible,

Political Zeonomy 8s it is usually understoed, deals
with the problem of scarcity as it affects an aggregate of
humsn beings .mw Mutmw wants by means of ma-
terial objects and services , such as land, raw materisls,
tools, machines, mechanical energies as well as human labour,

Pure Economic Theory applies to individuald and social units alike, the
prineiples of rational action being applicavle to society as a
whole,

The range of pure theory covers ;
Jndividuals engaged in M economiec action. (Robinsan
Crusoes island economy),

engaged in economic aetion
Aarie t econoiny,
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The mmia laws governing these Yery dissimilar)groups of

m.mmmrymmmmamcunm
.the faoct, mtthsnim.simm ws of human

nﬂ.en m are maﬂ ﬁtnm tm 6ance, Lvery sor
The laws of Political Zconomy dependent upon the organisation
of society. The a!‘ tau u« :ka m&oda
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Pure economics consist of the Theories of

l.Choice and Value,
ZeLconomic Goods,
3, fants, .

The elementary economic act umnu tﬁ au_nu of a commodity for

a definite use, The FPrimeip Choige requires that !v thh

' ‘w g this same commodity f

some other purpose. W« does not desl with raw uuruh,
labour or Wia as. , but tﬂh this aet 04 m&e«a
economic gm‘ 1,04 their mﬂn alue, ?n:u m:ln depends
upon utility, and the util. ingle unit depends upon the
urgeney of the want that 1d be left unsatisfied if the unit
in gquestion were missing. ( 1&45 wl wlilh)
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: ¢ character of economic goods, Commodities as a rule allow
iternative uses , which are, moreover, mutually
mznshm But for this purely t ai fact m prineiple

Voilapizal of choice would not apply to materist goods and Economic Theory
would lose nearly all its Wrum. =
m’”a«‘ -
, The gcomplementary charscter of economic good s.s "ahother technisad fact,
A : soramod ities are useful unfy in wadmﬁzm 12”
“d ‘Q lm and hat. The degree of their separate amur is there-
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fore provlematic. (7Theory of computation)

titutable character of commodities is what its name implies.
There are alternative ways of satisfying the same wants,

The manner in which we make our choice between alternative uses is :

nainly determined by the nature of our wants. The more fully
a want is already satisfied, the less urgent it becomes,

This is the law of saturstion of wants, But for this psycho-
logical phenomenon (which allows indeed. of mm&amg%
theory of economic value would be void,value depending on uti-
%ig:am utility depending on the urgency of the wants satise-

ie

But for the alternative character of the uses to which a commodity camw
Wy be put and the law of saturation of wants,no economic
problenm would face either the individual or society. Only

5t e "“mw et B

Economics deals also with qm wants as far as their satisfaction
depends on economic goods, These moral wants also are subject
to the law of saturation. %*hen resources are scarce, material
and moral wants (or needs) may enter into competition with
one another,

in a market economy a competition of this sort is, on the whole, im-
possible, since certain moral needs are not expressed in the
form of "effective demand”, :

x% a rule we must ahe#ﬁ between the use of resources for present and
L . future enjoyment, the latter implying the deferring of present
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mics. “he need
ket economy the
* Jus only by the State, an Organ se-
parate and di 1 organisation proper. Freedom,
on the other hand, is here unrestricted, In a planned economy
moral and mtorhi needs are dealt with by the same organ ,
€.8¢ Dy the Supreme lconomie Couneil,
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enjoyment, in order to secure a fuller satisfaction of wants
or lees toil in the future.

vali ot
Economic equilibrium obtains, when the individual has no Areason to
alter his economic hmuuan:.
This is achieved

1. |

5

t Ag satistied in s f Ml ner a
iong as a more urgent want is being left unsatisfied, -

If this balance obtains, t.h: wants satisfied lie in the

4k _Lesul 1;:.,- the disuti-
ity of labour and the utility of the results of labour
Jbalance.-"heory of the marginal disutility of labour

Ty of this balance consists mainly in the

equilibria will take on a different

inson Crusoe in his island economy allocates his hours
of labour and the consumers' and producers' goods at his
disposal so as to obtain eguilibrium.

2e The W ;ﬁ achieves equilibrium by reckoning how to
spend week's wages and administering her resources
wmﬁinfl}. The cnﬂtqgmw is comparing costs of pro-
duction selling prices, - The theory of a monetary
economy has its starting point here,

3« In a planned econon ‘;quuwm- obtains for society as a
a

vhole, - The theory economy answers mainly the
what manner equilibrium for the whole of so-
Risaned,

guestion i

Liety can be

) have any reason to aim their economic dispositions,
=The theory of market economy provides the answer to the
question 'by what means do the equilibrias in the households
of mwm@u result in this threefold balance for society
as a whole¥

moral significance of the fact that fundamental economic laws apply
y to every sort of society, lies in the knowledge, that no
/ change in social orgamisation can save us from owr personel
g responsibilities implied in the seareity of material rescurces,
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Folitical Yconomy seems to be this:

Choige makes us inevitably respomsible for the nﬁﬁ
feots of our individual actions in the economic Tield, ,)

on should help us to realige our inevitable m-) )

Pure economic theory applies to both, The difference between them lies
in thedr—eecnowid organisation. Their members are confronted
by the problem of searcity in a different way,

' T aw

From the point of view of pure theory the plans intended to desl with
the economic life of = society, do not differ from the eco-
nomic plens of a Robinson Crusoe. Whether the plans have to
deal with one or two persons or with as many millions or
bundreds of millions makes no difference from the point of
view of pure economics. The planned economy which we ure
dealing with here, is indeed only an enlergement of Crusoe's
igland economy, No money, no prices, no market obtains, It
is merely an M;ninhtnﬁm of resources, direct and immediate,
like a family household,

The greatest difficulty to be overcome in planning the economic 1life
of the body social consists in the lack of exact information
or, comprehensive oversight™concerning the wants of individuals
ani the resources at our disposal to satisfy them, including the
specific abilities of craftsmen. The effort and unpleasantness
of labour is another clement difficult to appreciate,

In a very poor society this difficulty does not arise since here only
Primary wants can be satisfied, labour must toil to the utmost,
and the rare differences in craftsmanship camnot be respected,
On this low level there is,practically,uniformity of wants
m uniformity of labour , 8o that both can, indeed, be regar-

g ad :

But the problem of comprehensive oversight confronts us at once s when the
satisfaction of wants rises above the level of bare subsistence,
Nor can labour be any more regarded as uniform as soon as spe-
¢ialisation of erafts and eraftemanship is sufficiently deve-
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loped to turn the indiscriminate use of labour into eco-
nomic waste,

As soon as this level is reached, planuning must take account of the
wants of different grm@l, special faculties of craftsman-
ship, ete, , if esale waste is to be averted,.

The lack of oversight makes it difficult to achieve the three ba-
lances required:

1. To direct the production of consumers' goods in such
a way as to egualise the mm-z amnt of muy
of different commodities (bsl ; ut ]
this is in a planned economy = \ entral
authority, which deals with it mmrdm‘ to zu appre-
ciation of the relative importance of the wants ministered
to. Ho exset measure of the urgency of wants is availa-
ble here. In judging the rtance of wants the ecentral
authority must rely on intuition , based on sympathy
and insight qualified by the consecious will to acknowl edge
some and to leave unconsidered others wants, BDoth ele~
mat: wtcrm inte m final Mwm ~ the intuitive

olgre g .m‘,g' ineomy .m‘mkx 4

13 umnunny arbnury in so far u %h% anthority
entrusted with the decision is wna‘:i&tcﬁ on democ-
ratic lines, the prineiples applied to the recognition
of wants may lose their arbitrary charseter,

2« To sxrwt the use of pMumm* goods, i.e. investments,
aargina roductivity of labour and capital
in aum—.m employme!

of the marginal gmdustivny 3? investments iz available
1./(: here. Correct planning depends uponjdegree, to which
knowledge is possible conecerning the raeters or agents
of production. In so far as productivity depends on teche
nical faects, precision of technical measurement is es-
sential, In so far as productivity depends on the ur-
gency of the wants ministered to by the consumers' goods
in course of production, the question is the same as the
appreciation of the urgency of wants discussed above.

3¢ To sdminister both consumers' and producers' goods so as
to equalise the pressure of present toil and privation ,
and the prospect of greater plomy uﬁ hmt tail m tuc fu-
m:.-- ?hia is csam in fix; :

u wailnhh lstzn u: thu ratﬂ. There u here nothing
to show, that the rﬁntin pressure of present and future
wants of individuals is in accordance with the rate of
accumulation of capital, On the other hand, if authorities
decide s0, capital can be accumulated here’ either more




da

slowly or, which is of greater importance, more rapidly
than iad!viém wants would warrant, If the suthority is de-
W mocratically eonstituted, its decision may even/eorreetly £
interpret the eofedagwy ﬁn of the individuals as citizens Lo
\/ for a higher rate of accumulgtiop than ,;mur umzm
M : u ualatoé cenmr: muld itiz reaslise

+
cantre bor in anned economy, Socialists wf- rae.
a ¢ . 'mrsu ng canra 'sataa of production in
Ma:a cgpnnlim as /nff assurance Of a future Socialist eco~
nomy. “his pxpesgfstizal implies , that only with a centra-
lised production is there sufficient oversight, to make
planning possible, This view is #8558 correct. But

~seThed edge
of thn material and a‘b.jwtru lentl % ceam& ) la=

ments coraetly, stuuﬁu g
a8 usod

‘0§
uﬁmﬁs, 1nnnteriu ete,

l mthuaa nsn aeadaa hcra. It 1: by arsmiauan m w t%'
pooratic repregentation of interests, that central au
ru.hs can s 'am ob tain the sort o insight regquired, Right
planning depends upon tlu thala of soaioty heim orsuum
gn tm right rsy L 3 _secure t eate ,

e gmpynvemec (!
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in a market tcemylg;beﬁy deg¢lides whether the production of a commo-
dity should be extended or diminished , whether the stocks
should be increased or decreased, and, &n—nch—m how
this should be done: whather the haurs of labour ahaula be
longer or shorter, nominal wages lower or higher, money
incomes in general altered or not. Yet all these changes take
place. The balence between the various categories of cone-
sumers' goods produced, the balance between different invest-
ments, the balance mmﬂ; the present and the futart is
boing decided by an anonymous organ called the market.

mm at s.u smmmo). An t&.m intri- ;
cate balances which authorities in » planned economy are £
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striving se—hesdrto attain by dictatorial ﬁtthﬂé;wart re

realised au
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The market achieves this

l. by fixing the prices of co ers' goods and determining
thereby the proportion in gggah the various branches of
production should stand to each other , i.e., the proe
portion of labour and capital goods aliaeated t0 each of

Tithe'd

the pri

Hormally the incomes derived from these prices of income yeanlding
resources are Just sulflicient to buy the shares of each group
in the soeisl dividend, distributing in this way the con~
sumers' goods of which the social dividend consists, between
the persons participating in the economie process.

The fixing of the distribution of labour by which labour and capital

goods are allocated (function l.) implies the achievement of
all Shree balances: e -

1. The belt of marginal utilities is achieved for each in-
dividual consumer,

2e Marginal productivities of labour and capital in different
branchee of production are egualised by egualising earnings

of labour and capital respectively in different branches
of production, :

3e The balance between the nresent and the future is re-
gulated by the interest rate, savings being balanced
with iavestments, ete,.

sgonomic theor 5 dndeed able tog show that
k 8 §1% Tic SHD

Ba s T

Al manner in nich A5%
syt

s sl liad Ll



19,

k.

The second funetion of the market, the allocation of tneir respectice

The price

Resources

_ haing sub, éat o the lar of aakazaziqj the ugzgency ofth

shares to the persons participating in production, is ineci-
dental to the fulfilment of its first funetion. Income yeald-
ing resources are vart of total goods and the prices of
:s.nem yuléias ruwre;; -ro in thc alesnt iatexﬁapaﬂamc

unsnmatieg;;y linked up with the p f produ n, ‘i.,
independence of incomes from the general prautss of economie
life is here impossible., This is one of the most essentiel
differences between a market society snd a planned society where
incomes are on prineiple indeépendent from the position of

the individual in the fabric of production.

system can be theoretically deduced from the elementary fac-
tors of the economic system , i,e. from wants and resources.
These given, the economic system is determined,

as against wants being necessarily scarce, there is under given
techuical conditions only optimua way of plamning the

satisfaction of wants, Dut this optimum price system is sube-
ject to an important gualification: the wants of individuals

L
T ™,

S ean sl md o
e e Prect iy o8 il 1iv 4,.'% ,
u able to cMWPise., tffectiv: demand T its turn & s on ‘..
purchasing powsr, or, in other words, on the income of

the iadividual, income, in the last resort, depending sagain

on the guantity and guality of income yealaina resources

ef whxeh the individual axsp@ses. “his reveals, that the 9;;¢

systen in a market society is alweys determined by the orig
nal a“szrib tion of goods smongst tse‘m mbers ol societ
by a datum wholly ocutside the range O he system itseli.

Or in other words: the original distribution of wealth a-

mongst individuals or classes of mociety is a da te«wnégh

all other raatars in a marktt society must conforms ie

Ieguncy, 1 preeiuien.ua&—aihirﬂputttivt
cabie attributoa to the functioning of a

maxknt economy are limited to a given distribution of property,

this distribution iteelf being wholly outside the range of

rationality, adequacy, or any sort of economic¢ aorm, ataull.

On the contrary: however irrational and unjust this distributien
: ' .lltzﬁactiegtggjh

e e —

Harketi-economy is %ﬂm"

1. for the rationality aand precision of 1ta movenents as Op-
poged 0 the inadegquate oversight and arbitrary methods
of a planned economy,

2+ for the individual liberty assured to its members as sgainst
the lack of freedom in a planned economy.

%//
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- JAn a market ecouomy eguilibrium and balsnce ig basedl g 2X:1
. 2L plan

P e n nrices. iAlthough ning is a conscious pro-
cess and market economy is not, yet planning lscks exactitude
while the market mechanism is choly exact by its nature,
Hot only is the jappreciation of wants in a planned economy
1mparfeet,but,§&&%ecver, their recognition is arbitrary. in
a market economy appreciation is perfect as well as rational
and cogent. But what do cogency and rationality mean here¥
Yo they mean that the result of the economic process is less
arbitrary than is the case in a planned societyt h atr
s If the principles determining the recognition or non re-
§%§nitian of wants are more or less arbitrary in a planned
economy, in a market economy they are utterly meaningless
: l/bxir{ or, rather,/there are no such wrinecinles at all, That market

1) prices are Tiot arbitrary does not meam that they make part
ﬁ%b&hp of 2 humanlw 3ihle system, but that the system they are
e = part of allows of no meaning. from thg moral point of view

the market system is gore srbitrsry in.the anpreciation of
wanis thgnsh nlagned economy , pri ol 11arket economy
depending on thd original allocat ~!§:r‘fw’oms veald ing re=-
sourcegre o CHINE wholly accidents o e g
Vﬁ;’i’“ﬂ, L 1 AeL# tipn e cag
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arbitlrarys™ ine®economics condi®onl 'arfagy t6 the
o e rules but tHese rules themselves are not Hrbitrary, they have
- B e & meaning and a moral significance, :
R : Aiberty and ireedon

there obtains in some sort the fullness of eco-

ROmic ireecom 1o¥ Lhe individual: the individual has compe

- lete oversight conceraning 'acts relevant to his eco-
nomie interests and is af liberty to do what he likes about
ite in & planned economy the individual has a very much re-
stricted sphere of economic interests proper and even in this
limited sphere he is not always at liberty to sct as he likes,

In the purely economic field the freedom of the individusl is no doubt
greater ia a merket economy,

Ly foes not consist of ecomomic 1ife slone. “ven less cen ine
dividual 1ife be restrieted to selflish motives, In a planned
ecanomy the commercial and industrisl field proper is not
sevarate snd diNTIRet from the oLher Sphe 0T tTuman interest

and—atiion such as polities and the general life of community,

from this wider aspect the individusl in s market economy has
hardly any insight at all: he neither knows nor is able to ase
certain the effects of his individual acts upon others, the

\ social results of his individual setion escaping him al together.

b The individusl lacks here the liberty toc act differently from

the one and only manner in which circumstasnces ‘lla"i:jljf://////
e Sa




behave: the selfish way of individual economic intersst.

fou are driven to regard selfish sction as the safest attie
tude from the point of view of the community securing for it
the best service at the cheapest orice, selfishness is ene
couraged not ounly by selfish intergsts but even by unsel-
fish ones. “he rational motives of your everyday dealings
are fixed unalterably limiting the possibility of moral

.. bprogress of the masses in the¢ economic field., In an acgui-
= fl e Sitive society such progress|ean releinon heroie i ai-
QWJ LUte /9 vicual attempts enly, ned unon the basic structure of

s0ciety 880 K % “mn"ﬂwﬁi

Soeiety is separated by the market inte & pre-market process deter- e
mining prices and a postemarkeb process devending upon them
- prices themselves being the result of am inscrutable pro-
¢ess, inscrutshle as to individual iﬁfluence on them.

Thus, individuals are not only isolated from one another, but they are
in & manner also sep@rateﬁ from themselyes. r, in other
words, fregmentation of life is a2 hir kce to the full

reclisat f negrsonality,

flowever, persona naps develop f
what wg cneernad wi ti

+

In this short synopsis we dealt Nitl’,‘ "market"” and “planned” economies
a8 with rutually exclusive opnosites., The very important ine
termediary forms have baesh neglected., “ut Bhe method appliod

;\ 0\ m ¢an be deduced from the nremises: The moral v
, al _oxganisstion depends on the degree to wt ien i

1 d responsibility to be realised in the social sphere.

A planned ecanamy a8 sueh has no moral prec&demxe over -a

market eamﬂmy. h‘a“l. de'anais on m_

deoara Le_orp ol -t> no. ;s




