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1. Reasoning has been used in various senses.

2. The deficit is an influence_depressing effective demand.
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3. Ricardo denied Malthus’ position on effective demand by invoking Say’s law.

4. There could not be a general excess of production.

5. A consumer, obviously, does not spend all his income on one kind of commodity.
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6. Marshall was anxious to bring an element of supply and demand into the story of a growing
economy.
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7. Economic institutions in the modern civilized scheme of life are institutions of the price
system.
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8. Veblen many times exposed the shoddy logic with which the ideology was supported.
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9. In an industrial economy, the former group is of less importance.
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10. The neoclassical theory of distribution was derived from an adaptation of Ricardo’s
theory of rent.
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11. The analysis was not at all clear but the metaphysics was pleasantly soothing.
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12. Yet in these very houses, no servant who is not specially qualified, is allowed to take
charge of a young retriever or a young horse.
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13. But Malthus’ second argument was more weighty.
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14. Economic scarcity requires people to make economic choices, and economics is about
comparing alternatives and choosing among them.
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15. An increase in the nation’s military forces might make the country more secure from
attack.
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16. A change in the price of the commodity in one part of the world affects the price in _the
rest of the world.
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17. People require a higher reward for lending money which is falling in value.
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18. With comprehensive national income accounting, the output of acid rain has been
deducted from GDP.
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19. This is the irreducible minimum level of unemployment in a dynamic society.
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20. A merger is the voluntary union of two companies where they think they will do better by
amalgamating.
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21. High prices choke off the demand for oil-related commodities.
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22. The normative question of whether this price rise is desirable is entirely distinct.
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1. The technical expertise deployed in increasing international liquidity has been stupendous,
but at bottom this is not a technical issue; it is a political issue. It is a political issue because
international liquidity can only be created by agreement among the major countries; for
liquidity, whether it takes the form of gold, dollars, or cowrie shells, is not good unless most
countries are prepared to accept it in return for goods and services.

2. All in all, then, the International Monetary Fund, as originally set up and subsequently
expanded, has not proved a complete answer to the problem Keynes had in mind in the early
1940s. There have, however, been two other approaches to the problem. One, mechanistic and
backward-looking, has so far been unsuccessful, but may not be unsuccessful for ever; the
other, humanistic and forward-looking, has made a certain amount of progress, but is still a
delicate plant in need of careful nurture.

3. Although the complaint about rising prices and balance of payments crises is amply
justified, one must approach the explanation of these phenomena with extreme caution.
Aristotle pointed out a long time ago the dangers of the kind of logical sequence which runs:
Excessive demand causes rising prices and balance of payments difficulties; Britain has
suffered from rising prices and balance of payments difficulties; Therefore Britain has
suffered from excessive demand.

4. The problem with Malthus’ argument was that he held to the postulate that “saving is
spending” and did not realize that this was merely an alternative way of stating Say’s law,
which he wished to attack. It was not until Keynes in 1936 revealed the inconsistencies in this
postulate, that Malthus’ belief in the possibility of a general glut was demonstrated to be well
founded. In the meantime, the interests that he was defending were falling out of fashion.
Ricardo and the capitalists won the argument.

5. Wicksell was a very different character from Marshall. He eschewed fudging; when he
came to questions that he could not answer, he frankly admitted that he was baffled. In trying
to develop a coherent theory of the rate of interest, he abandoned marginal productivity and
prepared the way for the new wave now generally known as Keynesian revolution.
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