SYROPGIS®

The sutjective Lpproach to vilue theory .ioneered by
Jevom und the ‘ustriun economists, ciused the widesprewud applicution
of the marginul principle to the solution of eoconomioc problems. (m
this principle was built & ooherent aystem o aconocamic thought,
often referred to us "marginalisu”. One part of this aystem is the
theory of the .irm whioh seeks to explauin the price and output
policies of firms, by using marginal concepts. For & long time this
me thodological appreuch was acospted as adequate for providing an
explenation of the problem oi price. But doubts with regurd to
the general vulidity of the fundimentulsz of price theory began to
grow and spread 58 a result of refinemeants t0 und reconsiderutions
of the theory,sspeoiully im tho late 1930's.

Hinoe 1939 there have appeared economic writings on uspeocts
of business behaviour which can be churscterised as an attuck upon
the marginul anslysie of the firm. Theee writers have in cowmon:

(a) an empiric:l approach and (b} an attempt to discover ani
formulate soms theoretiocsl propesiticons about business behuviour,
whioh seem to be ut wvariance with the convention:l anslysis. ‘cute
coatroversy arose betweem those wbo upheid th® now Lypotuesis and
the defenders of the orthodox unilysis.

The significance of this controverasy lies btayond just
providing sa adejuate explanition of business behiviour, for the
Buxrginal wnc:lyeis is part of u coherent system of econcmic thought.
The new Jootrine threutens ths whole deductive asystewm ol sconomie
thougkt, unless it oun be mude to co-exist and/or be complomsatary to
the orthodox theory. The new hy.cthesis, should it prevail, may
invite the use of Cccam's Hezor (the principle of scomowy in thoaght
which suys thut entities must not be multiplied unnacaessarily in
which event tha whole of the rest or ecocaomio theury would live to
be re—ocx. nined «nd worked over to put it in o form consistent with
this part «nd forming with it & coasistent whele - just s the use
of the kazor in distributiva theosry of Classical “conowics ocuae
in the farm of th? murginml jrincisle itselil.

This exercise describes the controuversy which Las been
taking pluce and attemuts =t an evalustion of the debute.
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“his is largely a “pottedﬁ version of excerpts from ihe
graduation exercise,
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