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the other « J.M. Clark felt that although he could accept

that the distinguishing feature of economics in that 1t deals
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vith people's actual valuations and not with
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valuations ought to be, he could not accept the conclusion

that economics should accept the veraict of the market as

finzl for its purposes. This view in dangerous Clark thinks
? Fd

because economics then becomes '"power without defined purpose™.

Market forces, Clark points out are capable of acting independently

of individual decisions.

WThe market - is not a passive instrument, but a
social institution, which acts es if it had & life and purpose
of its own, independent of those of the people who operate it
and doing things to then that none of them planned or desired"(z).
Therefore unless we car state clearly our Own DUrposes, accepting
market valuations as final does in effect mean "subjecting us

n(3)

to its purposes and not serving curs"

ds, american Econonic
1) J.M. Clark Economic Means to what ends,
) ’ Review; Volume 40O Papers and Proceedings 1950.

(2) Ibid. p.48.

(5) Ibid. p.L}S.
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Econoriics ¢ ot r
1 should not rely or put faith in the

humanity and goodness of man, tut include withip its fr
AR A 1 -8 Irame-
vork values that would ensure jig - principles were not bej

) & were . being
used for the wrong purposes,

Clar} wiended e ys e e B d .
ra extended his argument into the field of Ethics

As opposed to Robdins view Clark declered that Economics had
) h &5 ded al et

several inescapable links with Lthics,

One of these links is the fact that ethical conduct
crucial to the working of the voluntar-

o

i he 2conomic mechanism.

To arpproach economic theory, therefore as an "insulated treatment
of economics" was not to provide people w txiheans to realize
ethical values. It was absolutely necessary for eccnomics to

be trained in the direction of giving a more profound under-
standing of the ethics of voluntary co-operation and also the

effect it has on other cultural values.

Only if some purpose was clearly defined could man

himself effect what was desired and what the market did rnot do.

However Clark does not state exactly what theee wvalues
are that Economics should uphold, except in a broad way. ‘hile
in theory, what Clark is saying is all very well, in practice
cne must come up against the practical difficulty of stating
exactly what such values should be. It was in recognition of
this difficulty that Robbins said that it was worthwhile
seperating the areas where settlement is poesible from those
where this is not possible. Clark is merely restating a

problem already recognized by Robbins.
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However, Ellis howm oo .
» Bllis hag sumrarized his own position in

erme of Robbins rmulats,
terms chans’ formulation of the ecop mic problem, Indeed

Robovins did ga at where +
° ” . Y that where the general condition of unlimited

wants in the face of scarce Teeources existed, the economic

. £ gt
problem of the necessity tg aha 2o . :
I Ty MY CRooSe arsse,  Where individuals

were not faced with conditiong of weso.x. hoi
it2ones of ges 7 and choice, there

vas no need for economics.
So far a asic finits
r as the basic definitions g0 there seems some
he

corresypondence between t

position of the two writers.

However, it is the conclusion that Ellisg draws from
hip basic definition that marks the point of divergence. He
concludes as we saw, that where the individual cannot choose

gconomics does not exist.

He demonstrates how this is so in a very interesting

manner. He says that Economics has successfully described the

g

esults of competitive market situation; where free individual

hoice exists. But economics has not been so successful in

0

escribing conditions, as in monopoly, where individual choice

jo N

faces restrictions. The less the element of free individual
choice there is in a situation, the less succeseful has been

the analytic technique of economics.

Ellis demonstrates this further in an analysis of

concepts of maximum or optimum soclutions current in economics.

=

These are, first, maximum satisfaction, second Robertson's idea
of "eppropriate' fluctuatione in output as an approximation to
the criterion judging the effectiveness with which society
applies its limited resources, third, the optimum propensity to :
save, and fourth ihe optimum rate of foreign exchange. He o
attempts to ehow that where state interference or any other

barrier to individual free choice exists, economics is that

H

much removed,



We shal i i 1
We shall consider hig BRaiysis with regard to the

gecond, the ides of apprepriate fluctyuat
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the third, that of the optimum Procpencsity to save because
L - ' Ky

these show adeguately his process of

a2 o -
reasoning,
z

;..«COn iCS reco ?-ﬂ'% mon bR 3o o d o ..
Enlzes the desire to achieve stability

. &% o -
in the econom: -
T ~y monetary and wage policies

are desigred to achieve this by regulating fluctuations to
1y ey I < TS E R . ¥ & B
cutput - Ellis points out that although such policies do cut
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the freedom of individual ctheoica
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icpersonal ways and the ultimate recult is to enhance

individual free choice. This is the remedy provided for
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luctuations by Economics. Ellis points out that
feynesian economists are against the regulation of individual
vusinesses industries and occupations Where such discrir inating
regulation took place the solution offered by ecoromics losé

its significance.

Ellis defines the optimum propensity to save as ''that

amount which is compatible with full employment without

inflation'.

This optimum which requires the regulatiorn of the
level of saving by the state, acts as a barrier to free choice.
This is tecause there is a tendency for capital accumulation

in Vestern civilization and the most important purpcse for

,éaving, Ellis considers consists in providing for the future.

Therefore an optimum which invclves state interference
impinging directly on free individual choice, 15 inferior to
monetary and fiscal policy measures which work imperscnally and

work towards the ultimate enhancement of free choicese.
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Because of this silence on the matter of the
choosing agent, Buchanan declares that the extension of the
theory of individual behaviour tc the group was inevitable.
This wzs because Robbins was nct intrinsically concerned

with erds or the choocsing agent.

Thus, Buchanan states that if a person's preference
function could be established, it was only normal that this
be extended on to the study of the group. From this, the

surming up of utilities was an easy step.

Hobbins could not prevent this extension because

he did not make a distinction or specify the choosing agent.

Robbins did dissaprove of the prccess of summing
utilities, but this was, according to Buchanan, implicitly

¥
sanctiocned by

4

not stating the choosing agent.

Buchanan makes reference to the social welfare
function, of "the new welfare Economics". Buchanan considers
this &s nothing but a mere computational exercise. Once the
ends to be maximized are given the whole problem resolves to
mere technolicgy. Economics might as well be turned over to
applied mathematics. This, he points out, has been the trend
of economics in the mathematical refinements that have taken

place.. Buchanan calls this trend the Mathematics of Social

Engineering.

For all these developments, Buchanan blames the
wide-spread acceptance of the choice definition of Economics
which is tc Buchanan nothing but a viewpoint of Econoxmics

from the technological angle.



From h

e
With re

that Zucharan's
of ‘choice' and
problems
of Hobbins, he &
The necessity fo
but thie does no

In interpreting &

resource allocation is the problem of the economist.

he ie right.

and ‘choice' azre

1 .
for choice as a

This 1

of choice is mer

could work out once given the utility functiorn.

Firstly,

ere

Eut then he goes

the

prob

s wh

ely
£

he

Haelr

Duchanon's

P T . \
chows why he

an that the economist

rosition,

same thing, thus
lem also fzcing the e
at maZxes Buchanan sta

a computat

Buchan

ionzl one that

arguzent can be divided into
3 thinke that Robbins!'
¢ anelysis to 3 mere

=
0y
(a4
(1]
in
ot
» 2
o]

o
™o o}
e 3
[SPIE o
[4M) ot
JAY [14]
n jon

n
o
]
ot
N

o
ot
b 3 3
D
n
o

economic problem,
can do the choosing.
én states that
So far

-

stablishingz the necessi

cononist.

te that the problem
even 2 corputer
What Zuchanan

overlocks is that the given utility function is a reflection

of choice.

As fer
already made znd

how to achieve t

Q
n

pds
c*

his

econcnmics is concerne
is up to economic ana
the

by stating altern

d the choice is

ermine

Lysis to det

ative methods and

L)
on to say that resocurce z2llocatio

ty

[
n

(7) Ivid.

czl

1 it what you will"

g
-

p.217 "The theory of choice, of resource allocation,

Rt e NTLr TN




deciding on the best method. This is resource allocation

which is essentizlly different from 'choice'.

Secondly Puchanan states that the traditionally

P b v 2w

accepted distinction Q{Veconcmics and technology (explained
in Robbins Eessay) does not exist. Against this, we must place
Robbins' forbidding statement that "at the present day cne of
the main dangers to civilization arises from the inability of
men ... to perceive the difference between the economic and
the technical''.

Buchanan's interpretation of Robbins' distinction
is illustrated with an éxample. An economic problem arises
when mutually conflicting ends are present, when choiceg
must be made among them. The technological problem is
characterized by the fact that there is only one end to be
maximized and that there is only a single best or optimal

solution.

There appears to be some error in Buchanan's

interpretation of Robbins' concept of the economic protlem.

Buchanan considers only the multiplying of conflicting
ends in his interpretation;whereas)according to Robbins the
economic problem arises only when "time and means for achieving
ends are limited and capable of alternative application and the
ends are capable of being distinguished in order of importance
resulting in the necessity of behaviour assuming the form of
choice". Robbins made clear that the economic problem exists
only when the four fundamental condition;of the economic aspect

are present simultaneously.



Buchanan revezls his error by giving a practical
example.

"The consumer finds that ehe has only $10 to
spend in the supermarket. Ghe confronts an
econonic problen in choosing among the many
competing preducts that are available for
meetirg diverse ends and objectives. Ij
contrast, the constructicn engineer has
€1,000,000 allotted to build a dem to cersain
specifications. There is only one best way
to do this and loceting this way constitutes
the technclogical prvblem"(9).

Buchanan comment that there is really no difference

in the problems facing the engineer and the consumer.

A minor point to note is that Buchanan,in making an
inconvenient comparison iny contrasting a consumption situation
to a production situation, makes his analysis unnecessarily
difficult and leads to confusion. Robbins in exemplifying the
distinction between ihe economic and the technical)confines

himself to production.

¥hat does Buchanan mean when he says that there is
really no difference, or that it is only one of degree? This
difference of degree to Buchanan is really one of the degree
to which the utility function has been specified in advance of
the choices made. Buchanan does not make clear whose utility
function, the housewife's or the construction engineer's, has

been specified in advance although it seems that the censtruction

(9) Ivid p.216.



engineer's end has been specified in advance. However one
cannot speak of a construction engineer's specified end as
representing a known or unknowr utility function as Buchanan

seems to imply.

Finally Buchanan does not seem to appreciate as
Robbins pointed out that the economic and technolcgicai
problem can exist in any one situation. Buchanan sees and
demonstrates only the technological aspect in both his
illustrations and %1%% concludes that there is no difference.
Of cours., if one avstracts from 2 situations only one common
aspect, then the inevitable conclusion must be that the 2

situations are essentially subject to the same forces.

Yet with a little examination it can be seen that
Buchanan's consumer is faced with a fully fledged economic
problem. She has only #10 and the $10 being the accepted é
medium of exchange is capable of numerous alternative |
applications to achieve her ends as expressed in her
preference function. Buchanan does not see it in this way.
Buchanan also makes his analysis unnecessarily complicated
by introducing money as the means of obtaining products
which are a further means for meeting her diverse ends and
objectives. DBuchanan does somehow confuse the issue by

bringing in 2 sets of means.

The construction engineer however does face an

essentially technological problem in that the means allotted

have no alternative use as far as the engineer is concerned
they must be applied to a specified end and therefore his

o e &
problem is rightly%essentially technological.

L




liconomics and Philosophy

Now we come on to the strictures of the author of
"A Philosophicael Interpretation of Econemica“(s), Profe

J ch I'Eehtas

ssor ]

In the chapter on "Lconomics and the ind", lehta
reprimands Robbins for not s8teting exactly what the end is. ?
He admits that maximum satisfaction is implied as it is in the f
Wworks of other eccnomists. He also agrees thai Robbins is
pexrfectly correct in stating that there is no such thing as an
economic end. Of course, BRobbinsg himself does not claim
perfection in his concept, because he says that an economic
énd is conceivable. However, it is inconvenisnt to speak of
an economic end in ithe very restrictive circumstances which
involve the acceptance of Roobins' definition of economics.

It will be recalled that his definition was phrased in teims

of study of human beheviour as a relatiornship between scarce
means which have alternative uses. To accept this definition is
to accept the neutrality cof ends ~ a position that Robbins
assumes. However Menta accepts the definition without accepting
the necessary implications. Mehta insists that it is necessary
for econonics to state an end. This end, according to Mehta,

is the state of wantlessness. This he arrives at by an
ingenious method of philesopkical juggling. Therefore, Nirvana

is the ultimate objective of Economics.

This is a value Jjudgement one may or not accept. We
do not want to quarrel with Mehta if his philosophical inter-
pretation leads him to impose the religious beliefs of a
particular pecple on all men. But what we must quarrel with

is the illogically of his zrgument.

(8) J.K. liehta; & Philosophical Interpretation of Economics,
London; George Allen and Unwin 1962.
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Ao lal’ 88 sclentific objectivity £oee, the wvhole
question of determining an end must resolve into an endless

series of philosophical squabbles,
The inconsistency of Mehta's argurent ie this.

Once Robbins' definition of Zconomics is accepted,
the existence of countless wants clemouring for fulfillment
must be recognized. This Mehta probably accepts, otherwise

o

there would be no problem of achieving Nirvana. ILow one

practical approach to the economic problem would be as Robbins
2

suggested, to determine the proper allocation of scarce means

to these wants.

Mehta,in saying that the object of Economic is to
achieve Nirvana is in effect saying that the ultimate object
of Economics is to do away with itself. Economics cannot be

relevant any longer when wants exist no more. The process by

FE
5
I
-

which Economics would achieve Nirvana was to move economic
subjects steadily upwards a scale of nobler wants each suppressing

the existence of baser wants.

This throws Economics right into the centre of a
furious controversy as to what constitues nobleland what

base wants.

I3

Yet, Mehta says that the end chosen should be consistent

with the nature of the science and the assumption: underlying its

superstructure. One of the fundamental assumptions of economics

T )R e Sl b g s g gt gy e

theory is the existence of many wants that are ordered in a scale




As far as scientific objectivity goes, the whole
question of determining an end must resolve into an endless

series of philosophical equabbles,
The inconsistency of Mehta's argurent ies this.

Unce Robbins' definition of Economics is accepted,
the existence of countless wants clamouring for fulfillment
must be recogrnized. This Mehta probably accepts, otherwise
there would be no problem of achieving Nirvana. TNow one
practical approach to the economic problem would begas Robbins
suggested, to determine the rroper sllocation of scarce means

to these wants.

‘ehta,in saying that the object of Economic is to
achieve Nirvanaiis in effect saying that the ultimate object
of Economics is to do away with itself. Economics cannot be
relevant any longer when wants exist no more. The process by
which Economics would achieve Nirvana was to move econcnic
subjects steadilj upwards a scale of nobler wants each suppressing

the existence of baser wants.

This throws Economics right into the centre of a
furious controversy as to what constitues noble’and what
base wants.

Yet, Mehta says that the end chosen should be consistent
with the nature of the science and the assumption; underlying its
superstructure. One of the fundamental assumptions of economics

theory is the existence of many wants that are ordered in a scale
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of preferences. OCf what value therefore Nirvans

oA LYan:
specified end of economics and more

‘ecver how is it consistent
with it6 underlying assum

2 ag the
viion?

Thus, Mehta's argument is essentially illogical.
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