


Dear Farl,Ilena and Kari,It is new ! F.Schafer,1%8 Wadestewn Rf
‘@lready a leng tigwe,since your lastt Wellington,N.Z.,June 16,1946
letter arrived,How &re ysu keeping? I hepe you are well,Have yeu
received the twe reviews of"The Great Transferwmtien® - ene in
"The Stendard®"f%el.ingten ,and the ether ene in "The Laber Call",
Melbourne?fhere was anore in "The Yew leaderyNew York, (August 18,
1945)Unfertunately I have ne cepy fer sending it te yeu.- Has the
English editien ef "The groatrj?ansfqrmation“ already appeared? xxs:
- There is new & new N.Z.Labeur Usily"The Ssuthern Cress" cewing
out in Wellingten,I aw happy te werk there as librarian,I just &=
elassify newspaper cuttings fer thew.I aw new already mere than
three months in this jeb,as the paper was feunded en the beginning
of March.Let us hepe that we win the electiens in Decesber.XNX We
are alse werrying very wuch that we are net naturalized yet,theugh
I have applied already in Qecteber last year,- What are you deing?
Are you werking en amether beok? I just aw repeating Keynes,as his
scheel because of the stress laid upen the psychelegical wements

- determining investwent scams:hp teo Wz fit in eour theery.I definite-

/~y weuld be inclined te explain the secalled late capitalisw as &
.ind of relapse inte an @Exchange Econemy".Fer Big Business - and
this did net éxist in the Ricardesm set up - forgss eoften waximum
prefits in fa¥éur eof pewer pelitical whtives.Hence AXEE in this
case individuals are directed again by a veriedy of wetives such
as in priwitive ecenowmies,and again the profit metive is in the
hagkzrouni.Téggj is indeed a let of literature cenfirwing this.I
mean the theery of "administered prices".These prices adwit & varie-
ty of wetives amd hence are cewpatible with an "Exchenge Lcensmy",

while the 19th cemtury capitalisw'fifs best inte the pattern of
"Purehs sing Power Bcenewy".Thus there is net enly a "Qouble Movementn
in the semse of expansien of capitalisw and at the same time of res-
trictien of the markets feor labeur land and Money.There is alse an-
othqfﬁaspcct of this mevement as expansion of capitalism amd at the
samdﬁﬁnc regﬁrtgti-n of "pPurchasing Pewer Econewic" features in
*{veur of "éxcharige HcenwMic"Features.Twe kinds of features of "Ex-
 tnange Ecenewy" can ke distinguisihed;(l) Humenitarian enes -~ interven
- tien of Stete on the warkets of labour,dand amd capital (2)Inhumanita.
- rlsn enes - Big Business directed ne lenger by Maxidus prufit wetives
~_but were or less adhering te Fascis,(Anether "Deuble Movewent")Stru—
- gzle between these twe "Exchange licenswies" is a citterien eof eur
v age.De ysu think it is warhh while te take up suich a wmatter?I sheuld
like to write an wrticle about it,but I do net knew,where ts pléce it,
- We are serry te knew kimxxxk that in Britain there is new such a
feed shertage,Hence we send & little percel.Unfertunately it cannet
be More,as my wages are still the same &s they were in wy eld manual
job,of esurse they will inerease later,and we have still a leot te de
te pay off slewly eur debts whith migkif take absut 20 years.Hewever
we are very happy with this jeb.It is indeed an invaluakla& new lease
of life;AX new I hepe to hear seen from you.With leve frem all of us

Yours
o DR
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aa qp{xuthuﬁka for your letter of [- 1-48.1 sbhl:t.-i the anawer Mldhiﬁ_lj.y.
,Above all I hope th gq we remdln in touch With'ed€h other’ Jind -tha¥§] shall
:{"! mgnnlntly your zliiiﬂnil and criticisd, ths iW0re bhe better.fm order
Lenw kO mueke thi § easier” for jyou & ehclose & typed ‘eopy of theiletter you
.. wrole mr.rhuﬂ Qu have now my ilttnr of 26-6-48, four adnswer of 7-Ts48 .,
=914, Q0DY of Hhi:ﬁ i8 tnhlnnl and m‘j Feply t& it. neo i v
| A8 you wished o1 shall tr;,r Lo ﬂ-;r BOWethiAg WbouL Lhe dappiltcaition &t our .
._,,,,. ‘CUEBeCepLs LO I.hl Lrusxnr.s cycir ‘Whd ochér pfia-nt-ﬂﬁl; issues.l. hive how
1“pﬂtuﬂ,l?lry r-flr-u- Lo ruru.;h Lrade problems, mws ] sui '8t present .3
¢ . king on ma essey"Beonowies of luphrt Control®® for u eodpetition.held by
ol .'& . the loecal brlncﬂ of the Eeonomie "‘Du'.l.ﬂt.y of Austrelia and N.Z. 1 think %
wiso wonld capse too mych duld for this" llttln*r '1? 1°whould try to.cover this
-0 1% il Ii'}ﬂ sdsp.But 1f you ﬂnt 1 would %% %o TE my mext.letter,Because; pf' the
~locum.sume Lechnigal resson und rtly’ u1%0 hecauke of obgoleteness.d; hays also
s delt, ont, .l.kg.l this tine’ E:r referente th controverslees(noney,véalus ete,)
—ud i ..in.;‘,pr &5 Lthey ary np‘l_ already covered by ‘the. following reunsrks.. J
« wniz Mhaus there will be t)q ro1l ri'nz ltn‘a’i #iliuﬂt howewver enumergting the
(1 mo+: kwbdivisions) e aadbede o%el Bai)
«4.9 »leThe arrangesent (Difference httM"E.Eﬂ',‘P FoB. Lm narroner, spnse",and
B0D 'i-.n. HeBodt Wider sense®)- 2,%P, P\ B In harrower ‘sense "means welf-xeguistion,
L pure competition ang %urf‘chuain:; Iﬁ'r‘l'l"l‘r.-* 3, "B, P Bedn narooner, Sense” neans
Mused ,ﬂlﬂ\f_{lﬂlqting husjﬁlﬁ :;,rr.-ii - 4, Bua'lhiﬂ ‘cyele ws controkled trend
il .g= DeKyanekeynes vs P uu(f P.E.tn’ wider ﬂnu- ¥s P:.H.E.qiq nanroRer sense ).
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- ,J.,:.;Lurﬂﬂﬂﬂmf f‘f?ffﬂf!- PzE!::E:Er*EH“i‘- P.2. s 1,.:&..3 _EsPs
{ D -EPa-n .i.rrr"r ““!!.'.. M RYNST wlelnod A/ WY IR AL =]

o As yolr Tound my’ rémarks on Purehs skmg power, hﬂ*)ﬂﬂﬂfi% gFe Ee ) f?ul' I
hope that' you sgree with-our hew' deu rﬁtntﬁp 15.":‘& between 3xcha "RKeono-

&0 - sMy(B,B.) amd P,.P.E.(my letter-Dfs26 =u by~ 4,-8;;.&“ T ding to; 1t the criteri-

qua yRR of the T.P.E.ie thet the imdivisual ecan use i 1!& ﬁlr‘hy trans-
flrﬁlg them to vther indivisusls,while in the E.ﬁ,t ' {n@tvidukls can
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5 ‘.,only (this 1s the pwtterr called MB.Pofs ‘L.E___!iitr 1euds necessari-

Y H,,l»maﬁl,rllj' to purchesing power(®f you wsnt I shel in the mhﬁh at
-"-4 41 @& later oecasion.) It 1w still ‘pogaihle for t.'lu_‘ pna ar—:ﬂi‘# Whe ‘goods
. L9 use thea wecording- o ‘thelrn WEALS 0. g-possegsOr[A ulight uﬂmm sell
2Big & goods to his friend B thaugh ke offers s lq‘lrl:r: nﬂ-mf‘nt ofr- pﬁrlh:ing

el ‘éﬂllr ﬁh.lﬁ fof ‘in4tanss & the ilﬂﬁlminﬂt PR 0

wuei +oWe srrive ¥t the"P.F.E.in narpever, sens f {AtrBduce the foridwing
aiiii onal afSumptions,(a). thl:pulilsiﬂrﬁli hi'gﬁﬁiﬁ wigh to° seld thea
for a lhrgest money giéln regardless,of Lhelr nnnth.it Goes notsadke any

ol. liﬂflxr-n-- whether this possesser[is. A, B, _gr u_ -_1:: ‘becslise AdtL. personal
. nants are taken into secount (in eontrast, to P,P.ﬁ"‘l ' Wldet-senee,Where

t
S pﬂniaﬁpr]’ﬁ i ght sell to imeiwieys)l B,becsuse BEK b fers the larges
01 5 ARPURL of pu;ﬂwsinz ower ,while C, ii he. Q‘. ¢ ofi the plesencfl, A, naxX
. "mould .sell mot to B, h‘£¢ to ﬂ,hiﬂun- : l'l.,k}& H"I:ﬂﬂ:# t?mﬁ ﬂ,m:lgh D
i -foq,t'i llHE puruhn-sin‘g‘ pOWTr ). vy e :
Xm0 ifh) 3L 0 “E‘M has decided to hux, ql :-rtnin qﬂntf‘b‘ s frionx
Jeaywolloa lquuin ll'lflr hkis bBuyer wili, ]hl-tn-ruq:: hiq want ways buy ri'“'
i, .ﬂ.ffg;rnﬁ az%lir'" {1 %his (latter.seller gft‘-l:rs to "'ill- same guantity

suitebas a nunlllr ount’ of purehasing. pug-;m'( There is' &'ﬂ anﬂsnn[initrnat.
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Thus Bo the "B.B. T(appliontion of the as nuﬂﬁ ? ﬁ the
individual,) ,the *P.F.E.in wider sense as well h na fﬁ (lppll-
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1o viXHus the PuP.Biin narrower SeNsSS.&ppesrs s the theoreticsl.place for
~isul @elf-regulstion sna pure coupetition; Chere islndedwno. roomidn the P.r.E.
.3 l-':m:: R Blistie coipetition,nemakap monepsly,eld gopply
Wl ete,becsuse. in wll these casea sSellers. respectively buyers are &uppo sed
ko influence prices by their actions.i.e.by = price . poliecysoni thedir own,
v Lhi@& they are wnet.supposed to do im' the PeP.Biln nerrowers sense. This
pattern has of course no room either for u,behiviourswhioh!dis nokiled by
| "ﬁfﬁﬁi:;:'iiil"ti" oxvby. Lhe Wish: to: buy eheape stiThus thes Py FiBHA N "
T se coule net comprise Lheo-ase,where e,g.s trust!sells teumpo-
= Lo Pery.or #ven perasngntdy sat:® lossiin, order to kidi, sowe weaker ebupeti-
Air i terel e.g.becsuse of ppiitiedl TeMsonS jnor dswsves Lheuf,P.Bidn, nerrower
(i sense Toou for«buyers:: wpho buyl betause, K oftradition;politicsd reldgious
& ete,ressons fron sakkexs certuin wellers, though, they ehe rgel bigher prices
Jrvthen olher sellers, Che! Fyb.E.in Bexrrower sense hsw:me rodi. ol thenifor the
Sluisinfluence of personsal quslities! ofs the diffey ent pellers Tespeetively
iU bltyers on thelr expectations resfuture prige s,and ot her, skensn 1items of r
(Bhviscopomic and gocial. comditions,because thersinplified wnd uniform behaviou
“rof thel Peconomic mun® eliminsteslievery persopsl -gueiity, & feetx which
Aeflaskes' At pomsible teo replace o, %) one, selierabyiéntthesr seller. without
sliering the result of,the meTkels process.For nnder these assumptions &
Geller‘is mo longer a humap being,buty just s mechine. sellingute. tive Xxx
W 'higheet possible price respectively for kkgkask:lirgest money. ghdm. An
f lenslogous stétement eun he mide @ the buyersi,dhus.P.b.Biin narroser sense
=livimust,lead to gelferefuistion wnaspure competition becsuse: of Lhe specisl
lhtatesshaptions onvwhiéh this pattemm:rests:But. beceuse of  the (sajie #psump-
AiBions of the “economie men" the Pu¥.Bidml nexrower; sense lxlimcupghle of
+ Vebuprisl ng domepol Lt competition, menopel y,in kxmkfubrief “pokh economick
TV en®l beheviouks, (ohe: exaapie amesihen boo calied ®psyeholoziesls fachprs® -
keynes), Als thowe items have kheir theoretdcsl place dn K URKERKLENA X
PeFP.B.in wider sense,und pantly ®lso in ﬁq! Ehﬁ-{hQE-f“? also in the E.E,
T 4w point Bhvbeh Lo oneglect hers, becsuse it is b impoftint frehllls conn-
1 iget Do), Prec ticglly, this asounts to tjwc“nmgl.u.tm:i, that self-regulation
“44Y ‘gnd ‘pure coupetitlieon - the pieture of zc%rlm&if; _fh_l:ré‘iaﬂ .'L,lut’ iMe apatib-
Vel 19 ¢ wlith bive ‘eleqnomic Teallty,where this oversimplified %ecoWoito men *
L6 S0 pendviouprdoes not exist. (You,culled perhaps hecause of " the ‘suse reason
" bhe merket “eeanamy( i.e.the ji.E.8.ln narrower serse) & “stafk atopiaw),
~ “VUrNid ‘is of veqursesthe meason v 4nd here I arrive agein @t yoar thesis -
i3y s the smarket e conomy(R.F. Bein, narcower senge|hud té' give Wiy, and why X
ST ftervention had (te help in this precess of frdnsfdrddtion, gelf-regulation
' /and pure codpetition were disrupted,becsuse edonoiic redlity 'was-hot and
is mot the oversimplified psttern which the F.P.E,1n Rerrover sense means,
indeed self-regulation snd pure competition never existed éXxcept'in the
teXtbooks of ecomomigs,Hence geoqouic reality |i.e, Lhe'B.P.Ziin:wider
! senge made itself.felt ageinst the skx stark UtOpid of the*PiPiEiin narro-
“01% e Gensey 1; ecyour asrket, econoay.fhus wg 1 think We both arrive.at the
" pate conelusion;yew frem the historicul aspect, and here from'the aspect
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.P.P.E.in narrower sense ne¢sns reghisting Bisitiess oycdes -~
e e et W U S
"% dhd down moevement =~ the buslness ﬂ;t}li._ﬂuf'g_._ “r'e di‘!‘fiﬂﬁl ﬁllurxins

JREAXAXARL  o. g, Habe Clor,  mocelorations l.pc}“lz.l,mi‘ﬂ,k_ = ‘expunelon of

 benk eredifss),but all these theories have In coliiion the assudptiions of
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I e wlil X5 “tHewe ‘assuaptions &t 1, ghoun that aftef sdidé A Wl -l
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PENt f i roker A fiersaBing prices of capipikl goods & By inerea sing*wages which
SO Shdke furt
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o *inilﬁn @h&'huﬂniﬁ-iﬂ-thﬁ depression
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and thet I hear sesn of you,

better., Love to &ll of you

. that you are well,

eriticism,the

k frea the wspect of our esmespts X.5.and F.r. 5.

.in beth shapes of the PeP.%.guch a transfer

pered to put down the rate of interest aecordingly.Thus 'ﬂPi'i'rl cannpt
gecure enough loans in order te #chieve investment sufficlent for full
euployment, fhe reagons,why the benks do not decresse the pate of interest
despite fuliing demand for loans May be multifarious e.g. refussl to secept
any lower interest raute beyond & dertasin limit st 811 becsuse of traditie-
nal,political ete reasons,But whatever these reasons are,they gould not
have room in the P.P.B.in narrover sense,becuuse here fulllng demand of
loéns had to be met hy falling rate of interest in order to Lnereuse agein
the demsnd for loans.Keynes has maved heyond the P,F.B.ln narrower sense
by shewing thet the self regulating lean merkel uight not exist in the
economic reslity,
6o Full Zmployaent
Pigou - i.e.the (Classics - has sgeinst Keynes tuken up &gein the nld libere
sl Wises propesltion of sutomsaticsl full emplesyment whieh yeou deyscribed
50 well in your boosk,This argument assumes of course aguin P.F,E.1n narro-
were sense,hecsause the workers are suppnsed Lo gell thelr labour for the
highest possible price,while the employers will huy it ss chesp as passibe
le. Thus the workers have sn lLong tn decrease thelr wages,until the whole
labour force is empleyed, The psrtlculsr thing 12 that this proposition
sssumes not only @« P.,F.B.1n narrower gsense ,but in perticulsr @ gsoclalist
FoP.B.ln nérrower sense,ror tne totul labour force can he ahgorbed by &
wage inerease only in this case,when the purchssing pawer reasins constant,
Ihis however would mot be the cuse in & capitallst F.Pellein narrower sense
because here decreaged wiges mesan decreased incoides snd hence decressed
demandx - the old purehasing power argument,However the fact thet the ur-
gument of the self regulating full enployment leads Lo sncialiast form
of the P.F.E.in narrower sense,lndleates only our old festure sf the P.P.B
~ & goclal economy,where there sre on AKELXNELLXAL the one slde the con-
sumers equipped with buylng power,while the other slde 15 eecupied by the
preducess possessing the gnods for sale,The smount of purchusing power is
tecitely assumed Lo Dhe constant,
At amy rate the & rgument of the gself-regulating full em;loyment can be
used only with regsrd to the F.F,E.in narrower sense,lt gannot be used
in the F.P.B.in wider sense, becsuse here fuctors enter the scene - ‘-5
peyehological facts,trusts,unlons ete - which sre incompatible wich & s@u.
regulating lebour merket,sor ingtange big business might net want te take
investment eppertunities provided by the Ggvt,becsuse blg business for po-~
1itiesl ressons aight not want full euployment, Slailarly the unions aight
prevent the workers froa taking jobs &k belaw & certain wage,ss the unions
might prefer te malntaln higher wages snd Lo pesy 8oue dole for thelr un-
siiployed members, T &wr 4 At~ LR Agiie~ .hr -
T. SUmiary .
I'nus there sre three puttrrnI:'E.E.',"P.Pnﬂ.in wider sense" and®pP.P.E.1n
narrower sense™, ¥ithout repeating thelr defimitions 1 ah-uli_lik- to say:
(#) The money of tLhe Z.E.ls comuedity monmey,hecause it is possible in this
pattern te use Lthe zoods wihheut transferring them to ather individuals.
This is in contrast te the F.P.E.in wider as wellxxs &= in narrower Sense,
Beth want purchasing pawer,1f however,as it happens - aften becasuse of
weconfidence in money® - metallic money 15 introduced within the F.P.B.,
digturbsnces will arise ahich are then remedied eften by naklnhl?tp,r.i.
1fting of bank note lssue restrictions,impesing lIIiI!!lil[Ilﬁlli!Iil
fereign exchange contrels,foreign trade cantrals,gkahxk ete.
(p)"B.B2 snd "P.r.5.1ln wider sense® heve in comasn that individuals res-
p.ctivlly sellers may use thelr goods according to their wants,but B.B.
ig atill éistimguished fram FoP:.B.,in wider senge,becsuse in the E.B.the
goods can be used without transferring them ©TO asther iﬂﬂiTiiulll,Ihill
must take place,But bwcsuse

of the mentioned comushn eriterien F.P.2.10 wider senze and _I‘._ﬂ.hil‘r.l no
rosa Esxecak ; rulstion snd other dbetrines of EKRALS
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Dr.Karl Polanyi
Columbia Univeesity
New York

NeXo,UsSeds
Dear Karl,

How are you and your family?I have not heard from you for a con-
siderable time,I hope that you and your family are happy and that you are
still at Columbia University.]l manted to write toy you already a few weeks
ago0 in connection with our two idesl types of social economy and I shall
deal with this matter lster.

First however I should like to introduce to you two dear friends,
Mr. and lMrs.Leshmipathy. They will arrive at X Ithaka in September,where
Mir.Laksmipathy will take up the study of economics and related subjects
on a two years fellowship at Cornell Uhiversity. They might be able to cone

tact yow,whep they sre passsing through New York.,
@/I-’:lealuipat” is at present the Indiasn assistant Trade Commis-
sioner for New Zealand.Mis age is 33.Pelitically he is connected with the
Indian Labour Forum, a Secialist organisation similar to the Fabian Move- ‘
- mant in Reitain.The primary aim of the Perum is publieation of articles on
Labour problems.The organisation is=suU®s at present & quarterly *aAsian
Labour®lir,Laksmipathy was secretary of the FPorum,as long as he lived in
India.Before entering the diplomatic service he started work as a publie
servant.He % a B.Sc,of Mysore Univeesity,He has published in "Asian
Labour®™ as well a8 in other newspapers articles on Indian labour questions,
In the couwrse of his studies at Cornell Unmiversity he intends to concen-
trate on a thesis in which he might try to point out the similiarity of
present Indien trends and of developmemts in Britain!s“tndustrial Mevolu-
tion",an andlogy you have touched in your 'musronation'.nr.Lnksgipnthy
will of course a.so show that the Imdian development is planned in con-
trast to the hisiorical happenings in Bgpitain. S
Though his country is advancing with increasing speed,ﬂr.L@tf‘i..
pathy in his outlook is still shead of its development,Me is progressive
and open minded. ] remember still the occasion,when we talked to each
other in your rom in Vergartenstrasse about 25 years ago,It was a cold
winter day.You 50 leaning towards the green stove abd said:™ I am socia~
list,and cosmopditan.I am for maximum liberty,for intellectual freedom
and for freedom )f all kinds,® This humen attitude is also the outlook
of ur.Laksmipatir,He has an open eye for social problems and their implie
cations.Me is kem and unprejudiced,Me can take criticism snd learns from
it, :

i

lirs.oéna Lnk-:'-ipathy holds also a degree in Science(B.Se.),.You
will find her & harming person who tries to help her husband as much as
possible,Their frst baby will arrive in (Oe¢tober,
I shoud like to ask you to extend the same loving guidance
and friendship wich you have shown to us so generously,alse to the Lak‘z,
. <mipathys,

é S SRR 7——4—“‘*-‘5‘__.
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And now a few words about our theorem., In the issue of March 1950
of the "Ecomomic Journal® I found the review of an article "Atomistic and
Holistic Thedry® by Giran Nyblén,published in "Ekonomi sk Tidskrift®, stock~
holm,December,1949,1 obtained a copy in June,1951.The gist of the article
was - I translate from Swekxdish -"that the holistic theory considers so-
ciety to be a tangible weality,which is more than a sum of isolated deci-
sion units end lays the decisive stress ém the situation of the deeision
units in relation to each other,dn the relation of the Siate to the pri-
vate shterprises,on the relation X% of the social groups to each other HXE
etc, Mence a holistic theory contains elements - the authep puts this
statement inki italies - which cannot be devided among the different deci-
sion units - in former times we called thaém “economic subjects® - but is
related individibly to sll or many decision units, *(Ekonomi sk Tidskrift
December,1949 p,260/61). As timis periodeal contains disecussion notefI
sent oné in November,saying that the difference batween holistic and atoe
mistic theory is not based upon two aspects, but ipon two institutions -
our * Exchange Economy®™ and "Purchesing Popwer Egonomy® which I traced back
to Aristotle.l 8lso derived those idealtypes of economy by applying the
assumptions of ecomomy to the individuals respectively to societylin the
way you know,

The "Ekonomisk Tidskrift® did not publish the article - it was in
English - because, as they said,Nyblén had published in the meantime a

book on this subject™The Problem of summation in economic theory® Lund
social ¥EN science studies ¥r.4,Tund,195i(in er , I + 289,t0
which my note of coursex could not refer., They sent it however to Nyblén

and in March I received from him his 1949 article,his book and the follo-
wing letter¥ in english: ;

I have read with great interest your remakks on "Atomistic and
holistie economic theory® which the Editor of "Ekonomisk Tidskrift®
hés forwsrded to me.The Editor proposed not to publish the article
in a Swedish journal because of the ffact thst I have written a more
comprehensive treatment of the subject since the 1949 essay was pube-
lished - "The problem of summation etc.,™ - & book which I have sent
you - and this may have added new elements to the discussion in
Sweden,

I look formmrd towards reading the article by you and Polanyi,
mentioned in a footnate - this footnote was at the beginning of my
note - ,but already from your article it is quite evident that there
are marked points of contact between your analysis and my discussion
in the "Problem of Summation®,I would bej very happy,if you conside
red it worthwhile to comment upon this later work of mine,

Yours ete,
GSran Nyblén ,docent of Economies
of University of Lund,Sweden

IXERENEFEA
I answered that the manuscript of the article was lost,when I

left Vienna in 1939 and that it was welated to Mayer's solution of the
imputation preblem connecting this with our two idealtypes,I also wrote
him a few| tBwpessmy remarks NMXNXE sbout his book and said that I would ,
write again within three months,after I had read it twice.I also said,

LW’E,‘M
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that you would be pleased,if he would write to you snd that I would
translate for you our correspondence which I asked to carry on in Swedish
in order to practise this language. I sent him my 1937 and 1939 articles
which have appeared in the Kelsen periodical as well as the manuscript
of my note, Mis book was - this I wrote him - a progress, compared with
the 1949 article,because the distinetion between aapoets “war replaced by
the distinction between two institutions, One of them he calls the "pure
production aspect™, It covers & one dacision unit - our large™isolated
economic subject" of 25 years ago - a®centrally planned economy® with a
soecisl value scheme. The prices have here no meaning,.They are “shadow
prices®(Leontieff) . The other institution he calls "pure distribution
aspect®,this is a MAXKXXANEARXANX society with many decision units,i.e,
economic subjects, @8 social economy proper,8s wWe would say,where every-
body strives either for maximum satisfaction, or in a modified form of
this social economy for maximum profit. (Ihlrastxx is used as classical
XAl instance).Me wants to reconcile both institutions by introducing
into the *"prodiaction aspect®{the one decision unit, with the social
value scheme ) some group interests, The®pure distribution aspect®, the
atomimtic society consisting of many decision units is brought nearer

to the *"production aspect® thecentrally planned economy® by introducing
into the atomistic society common interests for the different individuals
which might represent a kind of socisl value scheme,This of course does
not mii exhaust the book., Me shows that certain interest, money and trade
cycle theories are "time limitedv,i.e.fit into XNNXNX a special insti-

i ; 7 otter.novovar I sight say only this that I wrote
Nyblén that his "praduetion aspect® concerns ,as he admitsX a ® central-
ly planned economy® , a “one decision unit® only. And this cannot be com-
sidered as a social economy proper.The problem is just to fit those
macroeconomie concepts which play a certain réle in econometrics, welfare
economics, Keynésian school etec, into a society with many decision units,
i.e. with many individuals, I also tried to show,thet his book means
certainly XENN a positiv performance from some angles.it is written unde:

She obvious influence of Neumann-Morgenstern and of the Swkdish economi st

Akerman, Aell.
NER This is all for now about the book,I hope to Wmlde,you more

in a few weeks time,About ourselves I have little to report, My wife is
part time working &#s a clerk in the Rducation Department, My son studies
already the second year science(chemistry,physics etc.) He has some
awstract leanings ,and will try to do some research work, This of course
is possible only, 1f he knows really something,Otherwise he has just to
take some job after he has made his M.Se. NE All this will be decided
in about two or three years, About myself I should like to say only, Xkx!
that in MarfhN 1951 the Labour paper,where I was working, ENFE folded up
I was lucky to get a job in the Census Office,Compared with Vienna it
is far better, If ovorything stays as 1t is,I cannot complain.Under
Labour XN b 3 A {  { b, tho future would be assured,
but under the Tory Gevornlunt which 1s in power since December,1949,
things are necessarily not :secure.

Now I hope that you and yours are well and that I hear from

you again,. Yours
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Dr.Karl Polanyi ‘
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Columbia University
New York 27
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Dear Earl,

Many thenks for your letter. We were thrilled with the news
about Kari.Our most affectioneted congratulations., We hope that your
grand-son will live to see the ultimate victor of the cause of humantiy,
In orderx to make it possible for him to remémPer this wish of ours we
gend him a spoon by the same mail., Meny thaunks also on behelf of the
Lackshiipathys and from hyself for the troubla{ you have taken for them,
However the matter has to be postponed at least at present, as the KXXXX
4Ky leave granted to Mr.Lackshmipsthy has been cancelled, Thus we are KlKX]
sorry that we have troubled you in this matter.Personally however I do
not regret this,because I am very pleased to have came in touch with you
agsin, I sm XEKY looking forward eagerly to X&E read some chapters of
the menuscript of your book,XKX¥¥X I am sure,it will be a great boek. I
agree with your opinion sbout the limitation of the scarcity a alysis
The more I read economics,I more I notice,the NARENMEEE narrowne D
sed by scarecity snalysis and profit msximisation even whthin economics,
For instance the welfare state,which is nowadays almost & world feature
of economy,cannot be explained by the seareity principle, Of course the
State has to HXX¥X earmark for social secutity etc. certain means which
are scarce,and hence must be KKXKEK diverted from other purposes,But from
the point of view of the individusl,it is just the task of the welfare
state to remove scarcit (f%gsgiertain commodities Bnd services such as
e.g.medicines and dootors,There is &also the public enterprise,subsidies,
ete,which are governed by EXMEF considerations outside XEX prpfit maximi-
zation, Libraries have been written abggt those subjects,which can certain

-ly be brought i onnection with the cogepts of monoplistic competition
etc.,and also with the conecept of a socialistic economy.I have read some
articles about these matters,so that I know KNMKXXNEXE at ieast that
scarcity analysis has its limitations even within an explanétion o{;sﬁgf -
mic reality. These limitations must grow of course,if socielogy is(iliii%i
as you do in your new book, Once again, 1 am thrilled with the prospect
of getting an opportunity to see parts of the manuseript.l am very magh
in favour of showing the limitations of, scarcity analysis,which I believe
has became a tool of Tory argumendations bscause of its narrow assumptions
1 do not know yet clearly, XN#X#X how far the limitation of the scarcity
analysis affects our theorem of the two economies, As however you wanted
my opinion on this tkBeorem in connection with AristotddEE,I should say,fes
Aristotle has made the fundamental distinction between @ socisl economy
where the individuals can use their goods for themselﬂf ,and a social

. economy,where they cannot do so., This distinction which you have mentioned
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in your book lesds now to our two economies, If the individusls may use
their goods for themselves, they may use them without exchange or by
exchanging them, (EXENANZXXEXEHMYE X XRUXXAXXANKX ( Exchange Economy - The
natural art of acquisition of Aristotle).But if the individuals must
exchange their goods, be rause they cannot use them without exchange, this
means that they have to exchange them for a money which is not a commodi-
LK¥ ty, as it cannot be consumed.One can prove thi#% logical connection,F
(Purchasing Power Economy - The unnatural art of acquisition of Aristotle)
We go further., TXAXE The Purchasing P.E. permits different
forms with & gradual €ifference,This difference is measured by the degree'
in which the producers ean be replaced wihhout changing the fate of the
goods, For instance when we started to develop our thearem,you defined
the Purchasing Povwer E., @s & »kE social econonmy, where the goods were
used WXXNEHX by the producers wegardless to their wants, Thus it made no
difference for the use of the goods which producer uses them, For every
produeer will use them for his largest profit,(profit expectations,seles
PELEEXY opportunities, etc., are assumed in this case to be the same for
every producer.) This is a very narrow feature of @ Purchasing Power
Econemy,which is found for instance at Ricardo, XNAXKKAXXK The realm of
the society as ®quasi economic subject® - the goods are used, as if
society itself would use them - is here very large, becsuse personal
qualities of the producers pléy here nok part, This kind of Purchasing
Power Eg» is on the one eidE of the scale.On the other end of the scale
there is @ kind of Purch,P.E.,where the only thing common to all commo-
dities is the necessity of exchaning them ( #KX&X i.e.of selling them
for money, before they can be used)The motives of the different producers
might KEEK¥ be various in this case, They might sellR® woth different EEHARX
profit expectations, some might sell with the view of achieving not a ma-
ximum profit,but meximum assets for their fir-m, XNN¥ the time on which
profit meximézation is based,might be different for ewery employer, in
brief,in such a kind of P,P.E.the prodiicers gannot be replsced by each
other without chaning the use of the commodities.,The XWX realm of the
society as%quasi economic subject® is here rest¥rcted to the fact that
every producer must sell XK his goods.X QWewsTyma P.P.E.mustShow the
necessity of selling the goods for money before they can be used ( realm
of society as/économic subject)snd a money which cannot be eonsumed,
I.e.whatever kind of P.P.E.HKK is assumed the feature of the*Unnatural
art of aquuisition ® of XXXEX#K&X¥K Aristotle is retained, It does not
matter, if the producers retain a part of their goods such &s e,2.in
Leontieff's input - 8nd output &nalysis.For thé geeds retained by them
are retained only EXIMXXHE IXKEN Kk AEXaAURXREX either with the vie!inf
producers who later sell the goods for money,or with the view mf-cthu-
mers of very small parts of the own output the shoe manufacturer who
retains some psirs of shoes among 10,000he produces, for his own
consumption) , IEXEXGUAMKKKX In this latter vase the quantity retained is
of course negligible, - It spems to mqmthpt our theorem could ss8y some-
thing more !ﬂhmeMCMFﬂ;é%;é,,Efficulgiggjfﬁggﬁ§§fzgg£§wa§@. As far as
money is concerned,they still cannot place token money within the gene-
ral theory., Por instance Neumann- Morgenstern in thheir Theory ?f Games
have to assume just money %o obtainhincommon denominator for distribu-
tion of their social product by their games. It is still the old

=



Ihat we go now into a * #wa hou

. % bought it ,but they wers under lsase which expirss now, Thus we

e

difficulty.Aggregate concepts(e.g.Keynes) ,welfare economics,but above &ll

the difference between micro and macro economics peoint all towards the same
unsolved difficulty. - Nyblén's book has given some new impetus to me to wrif
about this problem complex in connection with Xu&¥X¥ today 's economics, Thie

" is slso the mein reason,why I delayed my letter so long., Your letter srrived

on July 25th,and I whould have snswered immediately,X¥# 1 wanted however to
include @ draft of an article I am writing with regerd to Nybléns book, It

turned out however that this would WEXKEAXXAHE take too long,end I do not

—want to loose touch with you, ¥his brings ‘me to the Nyblén matter, I heve nof

heard from him agein, since I wrote him a few weeks ago., NEWNXEK 1 am howeve)
determined to write &n article ahout his hook where I 2lso refer to nisg “deve-
lopment after his 1949 article in the "Bkonomisk Tidskrift®.I think that I
shall heve finished it within two months, 1 shall send 8 copy of the manus-
cript to you, to him &nd to the "Bkonomisk Tidskfift®, ENEXEREXIENX
Once more - 1 am looking forwards eagerly to see the manuscript of your book.
But 1 should like to ask to post it to my new address ,if possible registers:
11 Chatham Spreet ,Wellington, NeZo :ag_ég;;;» for the change of address is
“The place,where we live now for :
about 13 years,nseds XNEXNE repsirs ¥KK, vhich XME neither the landlord nor
EUXEKXI#E ourselves are able to unde rtake,Hence for years we were looking
round for a suitable home,and at the end of 1950 my wife found ome.It is in
a workews' district,smaller than our present place., There mwere tengnts in

£

NEXENN Our son will sdjust a few things dn the new house and we hope to
stert shifting next week, but it might faxke teke a Tew weeks, until we
have settled down completely. Otherwise ERERFKA LN ELNX XN (U EAXE there is
nothing new to report.Let us hope that we are saved from unemployment, In
Australia the government's deflationary policy has produced some unemploy=-
ment, People come here for work,But also here the number of vacancies is
declining under a Government which is ver mucth like the Austrslian one,
Howsver there is no resson fammms{yet To Gomplainias long as it stays as
it is, - NOw onte agsin our hesrtiest congretulastions and our best wishes
to all of you, ; ‘
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and anthropolagy. she finds affinities bhetween Polynesian Indo-elropeen

and Semitic,a ﬁappnr in particular in Meeri, sanskrit end Hebrew,
of . ceuiswm aie oot may huve in these lenguages different meanings

§
chen ;
cme%ﬁgm ou'gatmgfg?ftg%geag?gaulgg ﬁashfig %&’é’i’ﬁf‘&ﬁ‘é&?"% ~
econ igez sngueges confirms this, For instence OIKOS can be !
traced words which show that economy wes embedded %in & complexity of ‘
"non' eéondaic"'iﬁﬁtitutions’* Thus we find QIREE the root OIK in ®IKEIOl - |
friend; relativey; OIFOPHELES - 3{ gﬁciﬁl for the fami
to guerd the home; OIFOTOMIA - bulldihg; edification,’ ¢ edge,
educatton. Tbis%M"? express non econcn:le 1nst1tutions ‘such as fsuily, é

§
I

protectim e c.'rheir atio to OIK S - economy su gg{g{ tshat economy was
erwoven ‘with & ici S Eodial i tu :lori“%ﬁ? s\eﬁaﬁ%\te sbre re,

kllat rg;d rolp§ can bo also found in "mnskrit aNAE peh nd Maori, E
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&
o ?elix*ﬁas told you al?éﬁéy all ‘the
& - ] beat bitsand thewe is little I ean add, a q;@g
encloqad srticle = shoulH*like to sey tha €i+1e‘“ﬁ$éﬁﬁﬁé
lenguage is no indication Gf racial aﬁfinity,oth rwise
2 éan effirm with & goad conseienqe thet traces #f
= ;ﬁreitgiaﬂs,social aag linguistic af“&kiétianq lead unmis—
% By tekeably ¥axxnE from the polynesisn 1nt0 ‘the.Senskrit area
2 and inte the- samiif&hqrﬁtt,
‘ e A =2 gor instance the werd for & noblemen
m Mao‘ri"i‘ﬂlm‘ig undoubfedly identical with *Alavcm,}he
3 gemetiv of ﬁAgYAﬁw ‘in Zend end with Sanskrit ®ARYA®. AIL
”_—“"”?Eﬁit‘“?-i mes the noble, chiefl, congueror, fzrs%bwrﬁﬂgtcg
/s The ‘word For men in Yeori is WTANGATA*.The correqpogdiag 3
" | word in Heweiien is "KANAKA™ émd in genskrit"KANKANA®,
" The Hawsilen KAWAEA means a fighting men in contrast teo
& chief,Sanskrit MKANKANA™ is the younger son &nd member
of the military édsﬁo,Tﬁus these words mirror a8 socisl
hierarchy, where the*firqtborn becomes fhe-ﬁeaé of the

elangwhlle the ymnnger song oo into the army.
!  The Maori *TOHEFGA* priest, qéept)

becames MFAHUNA‘ 1ﬁ Hewsian, snd can be traced in "KAHANE®

D
Wbl 1

or*KOH?N" ebrew) .
L~ : © Thus 1ife is very afiting for n
%b we have ho time to be serry for growing older.:
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