
€$Frse rr

ffi mutsrEF-amacK

A$iEtntt !F"tt ori*leAsgs* Sacb}ep pr+Seee,6 *. eeet nstableJefeacs of sar6lmll$d It Eae partl-v * flaree oenratcr..etteok
tr$sa tho $p&stclsta * ls rEspee* of *glgs gryp].aJmornt relgtfsnshlprlg s&S g35*$,gl*i€*l e{ Iaetaefe rutbs€elagr-rr*a fer*.i,etta*eiic roagsg€ ef glgg'g€ qed €qatsret peltey tt wE e d.Efsas egaleet
if&Lt sa& Ef,t&r *nd krrsd. Ia pert, XeeAfuprg estisla w elee
a s6*Efa@* af, wryimliws Erth rer"lacnre*tq addeet to tb ortboilox

vqst{eg.

Ia e gw*rsl s.*t&6k up*n the eplrresl *euo*reheran
i{reob.hqt sl*g* grer*l ffi*see r}gr theg hF"B ba@n eisleal lnte citaoh-
eag er&e4er tb.wFtrll* Ie tbc f$.rc? pfuawg the temlnols&y qf ths
eaEeomlsta aa{tr thet ef hwlsesagern seed, trot be tbe Bi*B€r, ff t&s
bueie€sg@ {o ae bex the eoacelrte s"rd terse uned by sbe eoonouniets
theg oamot bc eepaoted, to thlah in tlamt Sols*. 'Ihlle tbe aeaeqtial
tancas *,fe tbe tart*boak vritere uiw te deesaib€ h.refnege
behaviq6 ary nob exist in tho businossetrnte voostmlary. Ihrt tbJ.oe
eoeblup er6$san doae not entltle tbe aoeoarcber to oonqlud.e tbat the
taxt-book aqrlaastt,eas of hrelmss boheviou.r ero Uln:reelistic or
fales boglrao ths teshsiogl torms umd to erplaln tbe bahaviour
necd not fofa u4y prt of th6 tbiakiae $roces*of, tbo inilivtdu:'1.
',4 eantal grooeae ln oteryday llfe uagi' oftan be soet conveniently
descrlbod f,or ssleatlflo Pusgosta ln ei trangi*uge uhroh ic quite
feirelgn to tb lrrosoga ltself . r

16 glp.stt og*lrc mthod rttl rartly yield' ueonrt roaults
bos$rs tug qusetlea* gns' eeltloa be fr*inod s*eh th*rt lt is s'bLe tcr

tranElgto }*retansseene l.deae lnto tklt of th& esssoiniete .{cd vioq*
FeF**c. 3his 

-""**.ttatee 
thareforop hnowlad€p of the t'teobnoSosgr

orst*s agiorgo| d tho trB4on bofere aer aarlr aEk tba reght ast af

grroetlons. -rt"stll. ts lapoaolblo for en,v particuler set of \iue'tions
to ba fo5grle?Pd se as to fit any lar6e nrrrnbar of lnrsiaeeeeeu ln
dl:'ferpnt fiLcl&.

Ans.lrgrgdveabybusine68es4toguesti'onsilborrtthgll'
an*?lve*, acrd" ;;Goflgce 6*i:r astions aigbt bo *uaireet fsr nirietle
peyohol.g{#.gg1, fieeaffir Ss n*ty irave &:ialod their rssel!3&gf$r

&F. s**uhltaP '
;.i&sr{'G{n;rr &anqetg fto$em

cona$ra*,o lrnd *epi'rica1 rsn€l;robtt'
ssptesbsr 1946.
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li;nplenatltefl €fi.ffi ry b eftes gubesassl**agf d,*at6na6 to eppear
;ileudbl,. YS *!f cullgr neeponetble te *k {alarrtekr as eootargrrt ta*gp, !&-t* bl,*s 1r clm mi,aferwa EE tb faet tbat a decad.ee
oi' regBIEtsT_Jr eryeFiEete End c. long biatory sf eqrrt deeieieac h$ve
eroptneiw4'*eq avcrage eoot prlnclBlo as e ]uat tente fon Srytaiaga.'lhle 86ffi ef, biat sdata elthcrgh sest of the ratiom1{settoas-
rr*y be e$&qttvsl,y boaast md tnrthfuL. Hsoh,lupfB emtentlq lE
thart 1t Aa l*poeetble ta ilieaqaga tho astuatr froa tb i€gf,a&rJr
r'rsbe6 W ryftatry rrlttca rCptrtee te quoattronal'G', an6 fa*
srrFpeatt h* quetgt a @cluston f,rEcs $*erga &tesn xho ctetec
that |'@IJr'iht*:tlc& iatqrrt$ra ean pr6h€ lrnts tk estl*uu bshtd
buElmer il,*atetsffiso

|&lsly, a wrft**isn ovsr tlrq cs&ntn6 sf, the woard "arror&ggn
rDrov gss e@Etsthrtcd ts tbg bol.lef oa tbs gert of eom eoonoeietel
thrit bt,stmes@ fel}€rr th* aYerega wst thaary d p,*lslry. Ar*mgc
*ost ia tb scE*i ef *ett wste &e a fi"uisttea ef eltErut seq ui.L{
to b6 eoBstlss ffifcnd.ea sitb tbe ".vorage of ooate ae tirey
1'l4st13*tei e?es ?1m" $*ailerly rtth ss?asn€r 1fut *[reE de ladesd
6;rt611le€* €bE effiffi6p E$FEE#lee a*S +va:r*.ge *eets te tekc Earra ef
v;:riatieag,o+ac:lHwr le e ;ppetls.s nsti ineeneietent elth the
rarrginel r*sFOerE'eA& eetryXel ooet pritolplea, e5! ernot ba t*kon
to m*a thg,t tb€ f*JFn* trniclng dealsioae ass ea t,he &$ene$p ooet
h:iFig rsther the,E t&e mr&iane proflt nrle. fho flre ndyr fol'irtet'$r:lc€e
in coneldettng lngreaeea in outputl bo l'*oed vlth a alturition whqrne

onthe mrgfn*foheagee of sevap1r€ alsd. eoEt as flrnotioruB sf, ortput
rlll bavi1,to ooqtrl*u any cbangss ov€r tim tb&t rilL nffect 3@venu@

or 6egt.t-

kohtllpgl'ntelasthatthobuelnssffignwybef,olloltirg
the mr5lnntr genlfug sl,thcxlt r8lng arqr of the oxprossipna 'ur*'rgrn*I

oos?" "*d 
ttw*rglaal ratu$uo"a |ffho etat€wnt r-

'rAt the inorocieed voluso sr' output &rrgrnal ooat, 
,,4

gt],lbetbisrueh*ndrn,ir.gina,lrover&rstbirt*iuob.'

exlrreeeing the w-rgp,ml *ilorrlue of w;riatione oay be €I$r8s56d in

{rr <tifferant bit perbsira pr*otioirl sary' i'f;hs lsoreaee t'n buaLnesg

*-il.l ehange ;;;g. ooot.f""* tirie tL oof a nuobs an^{ a'or€r*€ lrroe
fros th*r* to tbet s.relrl it-rrrr t'berefose ob*ngo lrofits by qh*nging

tbs 8s?8ta of, ro aa& eo pu,gh1 tieeg i*rr o*tprlt or. thl't fruch.|t-

fs *J'vt{e tho tr*o eeta of f,lgur*e, totnl ooeta T*-"t:11p1"'ro nf;;: HT*"i"t;;;;";- "f i' *: .:111*: :X.^.*::;"i:.',"b,v tlgtr t|€sIX **r'*l*;.--;*-: drrha fi.crurag of outp"ut ie
H -ffi "ffiffi.ll3oT#-;";il;; 

- 

lt - : :'"?::::-' :ri:l-:f"'llo* *'.ffifT*":Xffif ,fiii""S l;F;si .;::: {'ffr.i:,,:-;fl:'I.i:.S:
;:l.":#ST"il' t-fi- #";il ;- io- ti "' ::u*: I :i::"il:" "H:.ii: i.:;:3?:#ffi-I *;3.:.;""1#:d"""o"*rt r,,..t &'so the potentiii] *vara65o

funr*.
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cost {ewm6n sst at a &iffewnt pgfuEglw sslqea} *rr.r clsotho &eryc ,la t9ta-r ilmtrgtg sm u*ura**g * iB tsir€ mrrgj,aet
s*!,tlrlf*a eS ryt eVaftge q6st 11scrssa.ls6.

etf'tb}trr rueehlBp steted tbt aom eosqrntaata as a rqerltof e tso-f€i[& utemdeestaadlng beltevo Eb wr6ipsl rsiaaiprc tebc s'a rsrryry-& m,le 
_ 
fop tho aettiag of 3rri.oge. 

-Elhey g"*"* thetfirpet B e genare'l egptriot Sien ef d,rffcrantia,l aolt cslsrd.erarioaegigbt twgpt t&o mscsrqy {:f Eeewerlng tmi-r everheedg in Eoss
bneeeb sf, &afr* b*elg€w' Bk far* arbrt*relJr ecnnct be e41reate{
ta lnffiir ta k*slgal if &ey bsbltns.lly eaill tbs.lr ertput e* *r

l)ri& blq gg11*aoat. eeeordtn6 te H*shlup, thts m*nnontng ohcss a
txs*feltl. :l*lreAcratandlng eS" t,hs ffirgiru.} grrinolple * r

[c] .'ths&t erg$ael .sst doa* sp8 ''iaslude " fixed
ryesbeed &rgee need, n*t msa tb*.t et ulll alvqye

str4ge bs tnre fer vo}.uw er eutput st 6r beyoad
-''::':i:':: flaptS'Ann eapAeit3f:' €f &bS f,lsn')

(P) 
ru"ffi'SH:'1i1r"il".fi':;TJ"*3;ffi-J::
Ierol '

Adbereeeo to tba rrriaeipl,e de$E not wan tbet prioe ie or
ou$ht te bc fif,s{ to cqBal thg Esreiaet oost' this o€ea6 e*bor,tt

ooiy lu tSa exmgrttqr*I oeao of perfoot eoopetitios rlrers ;arioe ia
aot "gat" brurt ''g[vea" anod bayond tho oontrol of, t&e firmt an{
urrglml wst niU 63 Wua1 to prioo ss *" rosllt of t&o firm finding
its optimm ertprt *.ith a perfeltfy el&etis dep*ind' In ths rrorn.l
(:riilo of eogeDoltetto ooapatrtion, the frirs wilt oht'irge & j)rlc€ uheru

u*r6tnel f.ri",p tc €q11&t te W+rgrnal oout J"11g ibie plice sust be

;rbs'ro bcth rcrltg nr

(glglBtbce6rrhomtusave*.*g,oggetetrleierreed,ag
& cartol ;*rru*, 1111 adberssoe ts the niirginal SirinoiBle
ca€$if,im tr*.afrilr bngaLrs* i.t sould B6irn sbcrad'nrent of tbe rrrros-
fis,rqgesrangmaa*.korrEotqfou&prioaegreererrtrrellbo
6enem}}J,trlwtMelaatiatbyoftbcoxpootedciw"nd'.Iftbe
bueies@c.$ ber,iev*e es *,€ht to stiqk i., ure prioe*r'r*in6 erafan$€*

rwatr it ic usgu#. bsoell*J n* fe&re the oo*ss(rtrsnoe (}f, rrucrr bre*k*

*ua}' oa h.lg lmgrram d#G&nd and rev6nue' If be oonsi0ere Prloe o*ttrngt

he g,.fl1 oxpset bla dgg cnlsvo to be 1ess elastr'c beoui*se crr' t&e

riak ef F*rsl'n'a'tim*
uboa tbey eet

srst,kty ffirreblup p*of::*}- :** bucineu*T*,,ffi"L"ff.1 ;;,n*m sast e.rght bO ueiag i
""#fiff #-il"ie" aoYt *qll Y-.T::"$^:*

ffi ffLTff ffi ffi *ili il:;Tal-i..*:tu- f 3*, ::T, : I.":Xfill" I .;gudgiss thF $tres8'Ls&E 3"1 
,o ***grnrrliet consider&tis*s'

ia:nlglns th&t-;te Ur*t*nsg866 in'&algp riap$rlry
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stnw t* r!&-Etaslty gf, qY* for a41r E*rtrerl.r.r xrorhrot iteBsn*esn tb Bmr-xcbirlts- oitd*titutee **- tn* o!,r,,,atref,ty sf ruppls sf*esp*t*,ry, ; aEa &csc' ta t,.si ciireoa oa tho ast*al ar :

potcrotlat oo*t 'Gf" prradrrotloa of 'trr"]H#J ;";;il; ,t-frup foolotle hst 54!ee ts tba libfur neepo"u*-ur tbt.r aupply enrt theref,Eraof ossslls*ttis dsaBd f$sr tbt{,r ora prcduats to " *oi*ldsretlsn ef*3":346p_"oy1 &fa, "4 ue.raLly rb; b"t "r", ;h-;-;-;;;"b"; ;ith€ p8?qqlxq ooct ef, ttg caarstltollss te !,t* orra proeuotio" uo*tcprreetg6,'f6F aa;r knew dt f fgransds of " 
+end! ti eEl€ ,, n . !be fl,*e Hf, ui;h*n rer6h, sho csnnc{lresss sn *}re dew,,ad fffi ite oxa po&l*tri rG raiece prloe *bsve {r.Forage-cosi" ils brs to fe$r Lle existeng

cotrpatltorE n&a."ill lEnane tirJtt eeie. oi bre "rnui*"r-*,a/ ";-;*sntren*n ettasaS*E'lnto the indnetrlr bgr tbo gEaorme prsfit'srgln
.rbov€ eva gost. [ln&8r cnrc-h c*rsufiiitaacaa he sit,l hee that ha
;iande te treee teo anob bueirp a€ o.Ri brd -better et iek fairly sloee
to a ixloa baed, sn &B€5ra€c oset. ibe e4plan tioa cf tho enpirielcte
tli.*t *dbrum to thlE prdec in bes,ursa of sEr@ enottronel atteehrent
ts €b glr11.-€€et prlaolple e€6e entirety off the wrrk.

Fcat Hrablup rarne of the d.uugere of ueing bueineeesa&te
&nsrsttg ee evi,d,etrG€ againet tbe vuliJity or ru:rginal r.nalysie.
fbie $rse6*rs ef prioo*retting n{ght insln€a probably buadsods of,
rai.usoasr the solaotlon ef a fer of tizaa i.'or preaantut;on to fbo
inquir*r lEilsflrrgwd fur ?no i:rrejudla{*6 ar old theorie$rr. . A

nurc fsutnftrl enquug uarld bs to ask the b*erne.sEmen nat tc' explain
LAs $rios tbe;l. ll'otuellgr cha:r6e but to erpli-in uhy they had" fsregoag
;ltofiiirtlrg prtoa pollaies. ltagbLup nrggeete tlrat iluestlcrrts cuel.
ijid ''r$r not gi5.g?H i,&d, "rhy not LsEs?" cqrltl extraat more nearraingful
,.rr1s,rr6rcr if tho:ir an,$r*?a eerltl bc @osre:ranlneel to isolllte tbe
irrfluOnoge of usgsocce&3tly oompl,rce,tin6 Yarlableo.

In rcep*ot of ttp iiwll urd, iiltch etrtiuiryr$*rchlu;r f*rtlt*r
,r*.,.geote tbet aub a rxtr€ao+xeslruttein scnrld bnve brou*,tit rxrt tbe
l',;et tbJit Bq,e,l or qu,eAl.€s8nl VlEra og @lntaraing tbe cgrrent
.,r.*iio u6F6 Xa faEt g*rpt"a lrith oiilnlonn that r*ry ilavir,-tion $cult]
giut'€e*nu$IlGo€8aii,3l|'g&qalrieeofproflts.Her"leggut$litstbat
'iirtrii"rtrfad&Att&aatlrrirlrrx&thc'rth""nProYoth;'ttbebueineeesents

" 
U"*til**=If e,{rsE,rrgp.."coet 

- 

5ri oing Hi"a ineonela tent wl tit f lio

;lxoirt naxlsfs&tion printripl* - hedl ehou''n that the tnreine$urmn

irere ,pr*-o*qlpice *ifr marginal raesnfe oonsid's*"ttcns - "tlioy h;tl

,,*iil, """n 
etterrt!on to dsn"na eli.'etiottlps'

Kc'oblupergLb8thptthe6epirio,,'tlF889a}Cltsrg}r*td'bt}elr
,iii*l,sd iatc i;;t;6 einfi{sr}oo in gXu $;.rr#iri;'i1 *'ne;lyeie b*c;!uue

uf tha abc&bo8' of 'n*seri'eiil d*ttl abo"t tlxl m**6nitudee involved'

;; ;;#;-ffi; ;;"*";-tn* estr*rss r'@:'s not exaotlv knorrne

ihr*re ia ,ne rscecn ts bofiu"* thlt th*y d* n-t1t fenture iu lricini;
,)*c,osislsr ,Hef,efftr88 to hie ear'l'ier pointu HiiOhlup rertor'r'tss
Ithil? tho.soee*x{rt*io* of il*etn"iyti""tf d*sortptj"on of il proaese is
no? the s.are tbtw,us tbs as&sr pfso-@ss; a.nf, tbomfors ve shoul&

rtot axlrF,Et E:s fid,, it* ssestl*--|l 11y **riroite clilrenic&'I asti'wltcs

r:iut ,;rs !*spt of th1 
"?"hdtor-,l. 

*11criptron. Hlnlwhera h-e pro*erits

rrn er.n*logp to ttlugtlr*k ins crburs of'tb eubieotive estimites



ubiah tho bisi*'ewa &,hpq into acqeunt ia hre priotng pfss€sar;"btl tS. SSp'es? aosi !a ea1.r;6*;'to rtntvtr€ ii @s** ;r eer.sattfi.oer$lenetis ar 1 drtverre &beisid";;-overtake & oir e*t rsvolve.'ct.tel aatl crast iL*ta ars ae tbe reh,;i;;-*il"L-& thc yobiolee,
tbe vidbttl,ty r ths @itloa sf tbo rwrd, oto" &rt t&o dlrlve*-'orfore.tbT_T" opera-tions Bfr*.i iu" oogosrry:or cuah
')x;iot {s*" 8o deae ths b,lei.nee@n la hle prlur{ $troo66s. Eenoetb€ *be€noe of qlyrtoatly erplrilsood cetieites ncsi not &teprovethe aorpstasae sf mrgf.nll *n"1"'*j".--

AOW&ing to f{aohlug , leetor t s queetl osatra e*ffered
froE (a) 1ry* tshpfq1tX rsail':Baas of tba acthod *nA a.t6i -Gj
,ilel'eats $ rpinuiot!.on' Tb dafest in ura proeedu.r.e s*.rl& be pat
ilorrs te @ feet tbat "etatletloal studies ef tJre rsletieaehip
.;stsesn tr€€ ratee aa* esgloJrwnt in largs eaeiriee of ind"lvr&.rai
firae er tn&ietg{ea F€t:14 bt aci;rly usalaea bEsiuss ee hr*ve ao c-q}'
ef s1l*igftt*eg e slFrltcasq*e ef,festg d scvarel otbog aigntfxea.nt
v riebioa, esgneiellJ thoeo of .r pegrcholgioul u,turc'. t rtr eood.e

=ni aattdgntleur ef tbs bu.elrraes€an eell asnatitl.En *bels ses,etlsns
to i* nngc reteal aad ebile eEeswlats ey bc able to tr*neleta
tbese Sei[F tgd enttsd,petleas into eerki.in ehaSre er ehtfts of the
m,rglael, gfa{*attrvlty &raoti,onel tho gtraetlonair€ Foa€Eirehsra h*ve
iro rmgr of s?t*haetlry tbae oonjectural dete by pr.ue\r atatlstlo&I
r. nveetlgsGisas.

Isot*f e Snrooodura of, aeklqg th*a haotuea@& ts rots the
;iven f,aotorg ln teEoe of B*roqatage lapetanos of, oeohr Heohlup
oritte.lmd oe blng tepe*aXblo of, yleldlag ofgdftst resrlts.
fhs tsra 'l,agleetc3s" lm,s aot erplalae0r and. lf tt maat tte
roepcaalilltty fer @ngps La thc voXuw €f oapleywntn oculd. rsfer
to r4gr of tbo fol,lorlngt-

thg fuqeenqY d lts verlstlona
tbe c:ctent d l,te variatiocs
tlp eff,oot of lte v-ariatloas"

t;l
(s)

fu ruttrngr 6lvoa sannot be ol.Snlfioaat besii&ree tho
v,,;riablo tlstai[ *r 6o-bast tepwtsa? eanld h Juot ae etrc*tagic aa

,,ir\i/ otbgr r"rr"urc tr*n htgbor lrngtaaoe r*rtln5" BJr wuoy of an

t,.rifigr-Uo"l"Usld.ars aay elvs htrgber_poromte6o ratlaga to aon*

,:rioe t"nf,fqpgqpn" q tne igisrsBptten of apln*cb1 6r$r th6 nuabsr of
chald.rEg, *e$-ln &e fas{t,;r insorel st6" s'nd it sEnnat bs

ooncl'udoe fr'df{;"-poii tbst prroa ls a'a unlnportaat faot+s

' #i;;G- "pi"""a 
ooaeroPti' ea'

etlogrlten (d), lne" rarlattonaffi'tht rar*,eblee trletc& fer 1
in lryofrt* *.'ilaffi;-!il-]i* *oeprc"eodr. ail rhe other mn*!.abtee1

:,,.nd. yh&t wgs €ffis aGrE -fft;;;*gt t itl *n" v;rrl*bles lleto* exoept

;:ii #tim-fuu*erf$*e 13ffad (a) ttl6 ell*lnolueive itecs ato

c;rsenttel v"rilui*i t* w.fg$net *qttsl"6'

? s"
,l|A



fu€s !f a 
. 
queotl,enei're on vurL*bre ooot , troeter eoaoruded,ttriit s@pe'sr €Rrtprrt aad oaptogmnt ;;;.y rrrc bused sn ths €reg*Fptlon ofdecrsaarag 6rgflrul, vorl,able- Loet 

"i, t<l fult e*r.pacitgr opetrut3.ona.I'iu*blu5r oqlatera by-s1{rry thet tho a.asqars to ths queetlow$eswere h'eed €q sa lmdsflaad,o@sept of ]ptaat e*pn,oliy". Eeoaoate',ireoristc lrm differsrrt aefraiii;i:i- (") ir 
"o,.ta 

reeB that output;;lietre abart"-rua fetet ooat per unit ie.*'riii":illlapnrvtrq d,eoreaelngr,vsn€e tot*l o-ogi- g; to lmS plart oap*aftj-;'(;j tt osuld ffir€orths yltp*€ "g.S*gb lyor,eff eariabtE eia* per q*tt ia e *di**;r-rn r:hlcs caEG it iepltaa d,cotsaarng uvere6e v*rir.ble eout u;l ta loop
i;r*r1oltg"., 1q3-+erti qa4glueiea gbit so*t-of tlre ec,alrfuet*ring firaein tha ird*eteles estraned by_ hix 6u, veJr apparentty uruve a"u""Iu"rr6,'trli* *,:rl*blc *eEt€ xi€hin the ran6a of JC,*J.OS. ol ep;*otty produotiein,
CI**ld be"? begq aere]gr * sslf,-oevt&ent aenelusion {aptiaA rn ire
.t.eft&1.tiEa ef oeFeolty rrsetl by hl* reelroeCeats. Eaohlup bold.e t5;it
-*rst6rf E ctrc&rot.Loa dgae not follov fron the preaieec" Irl i*d.d,rtioa
text be*,a tla &*el Yftb, tbe flrsrs reaotior" i,etr" oq*sitloac Ef,
,leoreaeiag srglaol ooat. uader the felrorins ";JiA;;;r--(") ea ln&lsraibrlltry of th€ f!.re'o payeloal plant faolrittee
i:ombirs& qt& *!th*s Es beth (u] e. lw e3a:e€i*ity ef, the {eeea{
fcr the firqta pro&*ot and for- {"} e Lsr sl,aetlorty of thE srpply
u;' Iabee.r to the firer tb fire nqlr reatriot tbs eaploJment sf la.bou-r
to a volusq rtthlo tbe g&*ee of l,noreaei.ng p&ycto*l lneduottvi,tgr pr
unit, d lsbeer. lb se"m oorulitlsnn are liksfy tp reearlt es
ilocreaEfng mtsiael aot rsvenuo pro&rotivlty of trebour. *(a) eekee
t*s ph$o6 of, lsswe.tag p Tsloal proihrativity of . labour ln ths flrn
:,; i,raoti.@X posntbtlitgl tbo pther oonil,rtiros (U) ar ( n) naks thert
.;ha eG relavaat for eotual olmratlone by proriding the peCIlnlary
irroontl,re to opriete tb plnnt l.neff;i.oiontl;r. Coaditeon (b) rIIl
cl;irge uargtasl nst TTreruo preiluotlvlty of labs{rr te bo &lninlehing
rrl & Ilsngs of wp.lof'emt ln nhisb Bvarada or eYsn eiirgiaal ph;asioal
;,Fodrtotlvlty o'f, l,abqrr ess ntlll lnoreaaing"

pg h:ls qrpEtlonatrra on a(iuatmnta of tho fl,rt to ob*n6es
i,r ?f,rg€ ;ratee ; taitor esserte tbat "ao6t indrretriel pianta t*ro

*eeigacfl alnEl ;qtlApFe€ foe a €grt*ia ertput o re'1*lring er o*rtein
sork fesn€. OfAL- effeetlva @psa&tXon of the Blaat invplveo a

rrork form of * gf*eo gis6"t" LoetErtg @&rlier rsfa8&noa to 'rrlaasEd

irli*nt eopnelty* ioutd waa th.*t * f,iem ia opergting rithla the ilh;lee
irf ine*elrlo6- rctrrae agl ie tberefore oporating inouffloientlJ'
**t of sbeis$r- ryffrntive oBe*atloa" on ths other baad inpllao
alrplolmat at-* U*fod tho pofnt *ero d-talnteb-in6 roturaa eat in'
j{i{,chr|rp s"nd";Idi;-yJth iot bains clo;:ir ae to wtr,i.cb way he wt"nts

to airg4e. I#etgr la elss ce,id te_hoid 3 :s8lre$lJr aiotr*kEn vlen
,,thart *obsttiiiii"=Lt**""*plt*l. arcl labo*r o&a,ooerpJr o*ly in tha

fc^m of, imt"ii*ii*- nf "o"-*i 
oorappl46 tf *4*?t*3s maabia*rgt rrnd

iri.Lit lt i.e suppsfie& to em,rr;'**ietil" ina would thsrsfore ba ilti&ed*

erth the re6e SeBgFes.

$d to exlat betreen hia
A C1q{1ES esatradEottsn ls se

oppwtn6 ssq#;;l#" ra- turt*olq"u*tlons1res' rn bie flret quaetionai'rot

L*star m.s,eblo,r to wrsl"il"in"t 
*Sndustry 

dooe not adspt it e pl'ant

, : n d trD o *'*" i*[u-]ffi ;*i-*i :-i : Jf:,f *ffi ;.:ffiTl 3"% ],a b e*r-



hss.F" {usEtlw*re s$ carieble eeetl }leotor esaelndedt}riitry-eetp.+t-andcmplo3r*a"t,p"lio.F8rcbtiaedontheirBgu$ptl.onof,
deoreeera6 WrgLgL rr*rdabll oont ui., ts ful1 e*ipacity eperatrane"'l*chlu; Eqraters by sqJriEg tbet the *u*t"-t.-i*-oueetLc.Elroe'rere beed. aa a€_rraf,ef;taad_oeaospt of .plsat eaBaoliy,,. EoonouictheorlEtc irEa dlffereat i\fra'itliser- (;) it o""ra-**ea that eutput'sbere 8b@rt'-n|8 '*Eter ooEt pqr uBit LE ..r'"i"i""*lli!nWag &esroaax.ag;*Ys8S€ total ooet up te IOCrS plant eop".*ii-.i'ttj lt oould Ea*ntbo .TtPt st 'utrteh 1w:a6n va"i*bl" ooet r;Lr ,_rnfi i, *,i;i*r-;-in vf]3|;€ry .i"! :gp}l,ee d*ereeatqg &?€rq*,? vi:riabla oee6 ug te ro*$u-.013it1": kft*ets o€eluaiion tUet s$et-of the aqnarf*eturing firae
^r! thc irduatri€8 G{B?ered by hiu *rdrv€J arpprrantly beve a.crefer,rr6
'*nit serlabla es'ste stthin t.he r*tlge of ?**rcoi. oi o*"p*e*ty proauctioa,
*+uld b.re bEea n+reSr a ealf*evl{ent aeaelsaion iep},ia6 Xrt iU
'tefintrtlon ef sXsetty usadl bg h1e eeegead,aate. HErehlxp bel"d.e tbrit
-r:estarre ttrc&rctrm dgeg sot fellor fron tha preoiree. Ia a<idrtion
tert, booka rle dsal siib tbs firsre reaotieae ,retel eond,rtlsne of
daoreaei.ry ms$eel eost. under the follorln# oond.ltLonsr
{u} aa la{ttrlslbtltty ef the ftrete p4reioel p3*rnt firetlitlea
conbircd, r1&, althar sr both (U) e lq alaistiElty ef tha d,esad
for the firete prodaat acld for (") e los olaetiolty of the er.pply
;rf l*ban-r to tba f,tqq" tk figs aa3r rastrtet tbCI enpl.o;ment of Lebq.u
to a volune rlthte Ghs pbnsc eg laqraaeiry Sh;rcioal pod*otl,vity llor
'r$:tt. cf lsborar" e6 86m oeelitr.Eae aro l,ikely to retnrlt ta
'Jecreristu6 narglaal, aat revenue tro&lotiuity ef, labo'rrr. *(a) skea
tiia pb$eo of iaoraeolry $hysXoal produetivtty of, }erbour la tbe flrp
,. ,i3ssfloal pceefhilityt the other oond,ltiw,s (U) ar (o) ns'he tha,t
tb.ro6 relernst for aotu&I opera|trone by providing tbo peernlary
i noontivo to ep,erata tb ptsnt lnoff,Leiontly" Goditeon ( U) rrl 11

e*ug€ nar6iael net rlovrcnrc Ino&uctlvtty of labour to bE tlinisiEhing
irr ri rang€ of mplolrpwt in rhtab avqra6€ otr everr aargia*l Bh$sioal
,:ro(htotlvtty of l,*bs* ero etlll inoreaaing.

In 51e g6etten*ire oa adiuotmnta of tbs fLro to shandeg

ilr r{.ag6 retees reotar a^geortc that 'faont tadu.Etrial piantE iire
,.laaigied asd *q**fpe"i[ fsr a egrtr,r'la antput t ro'aulrias * cert*in
vork fara, Oitci *ffeetiva epe*etXon of the pl'aat lnvsLvee s
r;ork for*' eg e dr* {LlE6',. lpstertg ea,rlier rsfelPenoa te 'ru;ltLs€d'

t,h*at oapoity" ioutd, wes th.st a f,irm ia opcrenting sithln t'he phuise

{'f inarsacl,ug'""&r"qq ad, la tbsreforo operotlag inauff,loiently
ii:rt of &.otoe. qtrfoot,iva o-poretlen't on tbs 9tF9" baad iupl.l'ae
unrrl,o;N,sat gt es bqg,"4 tho lotat rhere desla"leblng returna eet in'
irli;chluf 

"b*d";Idi;;-rith 
Lot lpirw clear aE to whioh wav he wi*rrte

to ;rrgue. d;;"i,'1* elso e{1i6 to noia & sqe$oaty a1et*ksn view
,,that srbe*l*rtlee betrresn-*ift"f ard labo*r s*b eo€nrgy only in the

i.onn of, r,nst;;fft;;-ef, s*-r-oi esrapptng of exr.otiag ra*ohlacsge ri"Ed

fli:it lt ro **pBscd ge oGlr;"**air!'" Ina sourd therefere be I'tiued"

-;i th the EagE ob*8,6Fs'.

A Slarlng aontreitiotlon It yTd to eriet betneen hie

erapwtng; osa;;*F*.'6" fa g5Ji*" gou*tlsnalreE. In hta flrat questionaire'

Lr:stsr ra's'sblq t6:9s&nltii"iuit't*e*t'ry doEe not &'dept lte pLant

ii,n* trEoo****Jia-*o1*6 *g;-Jt**.*n tba ssirnsr aenroed b31

r:r;:3g{6s''SteF. fuw the i{il*-q"*etlon**ino, 
I'natrodrr,stlon of }'abeqr-



S*ohI*B &$rtbes hol,da th.rt tho seooEer! questloaelra f,arfrus juettf;tce I*a*eErs oonolr*slon. '{br,t ;a*r*i"iite €nrr'*ailwnt

'.,r"rt_p*t *{irna@atso (@re qoepctttion to-"Iip;;i go bi6her,.:rolrctlon 60sta^ teke pl'oe b}r vay of nhangea in eelltn6 soet.
',;Ii:-)1*3ft1!Sn* re&ie3,ry cdJe*r3ryntu - Lsbqlr*"ovfog *.d,tneqru prX.Coitlcso*ste i*ES &Cllberote autirut anrtall.mnt * {&ksn togethe:ni*desd &oeglp*tsa *b ingetaaoc ratlnge sf tha firse.

u**viqg mr&{aorgrtn rr,s the ceo$d
rirentiomd,' tbe trs W*luelonc
cillabLer ,

coat oignifroant *djustmnt
ilF61 i,e l'kohlutri ardJ'g, i,rrtqon-

Ftre*t"trr tb eole af hlsteri<lel ante@d€ntE in
tb daterelstlon ef, ths firme proouatl ortput-
qpfssffia* e,M. prlece te iagetaat anA fte exieteass
ll rcegnieed bg aargtnulim. fu paet le aeeu 't&8
absgdug tbo aotuel, offi,ltioaa un&er &l.oh th6 firn
oXn-retes r.. eloernLoplng t&s routine of lte nesponaoa
to @qSaa ln osn&ltlms ad. ' o ' le5noscing
tt vtth cxt)ortenoec vetsh hss€ t.lu€bt lt to else
up end antleipefie tbee ohrngos ;"e tbc bacea f,or
lie ibefetrog'.- Haoblup pointa out th/at earglrurliela
{e oolJf ths fra,sesork of explr"natloa of, th firu re

a{$ruteent ts ehan6ea ia oond,rtionon dotap oto'1
oo*urr*ry trcr ttras, e4 ubfsl- niir6la;'l anllyele
ta&eassdgiv6n*. llhe role of, tbe past is 6ileo
laatpreaf3;f ia ronilering repoated. oalsrl;tions on

tho per€ sf lnrelnesssa uass@86irryr and. e lar'ge
pirrt-ef thelr eEtiesp ho"ry routimt aftar na elzlrtg
ip* of tbc to$81 sitr,ur'tlon' 0n tbo tx"Erie of
U*leAl{iAg o,| filtado-tts @xp6rienoes r tln , 

hrsineas$€tl
6A Og6tO,p6il sartala "bloheen rosultln6 ia "rtlle6
or tn"au' f;r yarisue gii,r:+troae. hrt theee tllag
ii t5""t e.rc'o Bltts.tely b"aoil. u$oa pli.noXpleo

;;JAAdg eaaeiderEd .',t ssne tiw in the ;x'tat"

S6 Ly, Henblup eeaertE th*t tbe a*'r"gina.l sonoe$te -
;;Fffi'*ut; reremre?"*tu * sboul* ba tekEn to
aaf,sr to rubiaotrre seiltr*ngee end oenjeotur€&r'axliL

in--i,L""te aituel" decielons c"re baued' upon thac*o
,*uig*i**. lfues Oetlrurtas sialrt dllvcrge f'ros the

agtlllll e$grt;it;-; lf' tbe laittar gILn bs oomputed

ra arrct{,tiw: lteshrupts puper fsotteeed, nttentioa olr
:;*vaF,-&L as;xots ef mrgAry&t@r sbigb er* oaall;r wsrloobdl er
'.r s'lrdletetosd,. Ebaco atree

tr)

(E)

Erbld. Pegp t81.
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(3)

t+)

sr qrteld,e obsamors.

i.ltUAl€il. fgr 
-1,ed.;go6rc FB.;erirs, ti.e d.eai-n,i an* ooet,n.trrt.B elght be d,F.,*,,n *borri*_6 e sida relrge ef p:r1o6e*' output ?,ittstisn&, tlia br$jtcr€ug&{ixt ln re;*}i!y,sgoord.iag to id;rcbruvr o&s*ri**rg anly a rs*ffsi*- x:r=B€6d p*wib,tll.?ies. ,i brsinesas.*n ri-;} 'rrlrelybothsr pond.e:r:a6 tLe lrrob;ble effeet* of ii

gq.a+e *gcassw $tr *,: pr:'ffi qet by $}r, tlrrt ha zu.;reeai\r tr.rnk obout uL.-ro* lO s 15.,o ,.".ou oi,..ry;L
Ei6bt d.o tc iira eGles*.r .*rt tbr! ** ,rot rn ;.ict
6atr,1mg,ta,L tc the m+r6;zuul qa,J.eulinsn

'th,e tlae pnrr€€ of -otioriA.tioas upoE! irtrrch ghs (plrvee
aro brneed rrrra next clirrt'red, , /rfter a
Fgf,tet*,roent tbat 'p;iet *qpee,{,snae ie &lg.,,ye i
tha baakgfsrd of .rntrolg.t.ione ln Ll,s f,utrrreF,
&*lup porate sqrt tb:r.t astrslp-tlone ..len€ ir"ra
tbe rcal€trset v*rl..*blae ia tbe s.;.r€ir*l ealcnrlus
af €he flre. &e releya.ct perioJ of rest aatiei;ratioae
agE deteEs:imd bgr tbe duratlon fqr uh,eh d,esiurd.
ecnditiem &Fa sx;le.ote,f. to pear*ll. If &a&,anil
ssd'itts*E sirft€lnt c*a ad*riitatlon af equipmnt e ]on6*
rua sa6t lrtll b taksn ints oonaido**.tisn in tho
Cstgrnr.e$tlon at oqrtput. the rcLewrnt perio"l for
&eaaad, ia also subiect to gieili,r ooneidEr..tistlsr
For exe,BPler if a ;:rice increiise-' drlwrii$&good'rifl
ed, affeotc futrrre profits, th-e fern vill wai6b
thetr &ature effeCts i:s.biB.lt Ahe sbort-run bcnafit.
tht firlB tbeFef,or€ doee nqt s:rioise profits for
tbe sbort-nra only. ,i$31si5r:tlons of the sort
matialxrd sber thr*t firns d;id not nsos65;*3i1y have

thalr bsrlson ln tbe ne;r ibt;ge'

kdlup elsp favtnrxecl a broad,er d"efinit.; oll cf rsYenrrs

,,:bJ. *oet. gs*-S,€emta'rjr geaEidorstiose pstivatin$ a tnreinessBii'&

ic not B{&k6 h,!a Odlst r:ngoonsnlc *s ha luipght etrl} be xr*ri'sirin5
:;ier s,a,ttgfe€tiqa bF prefo*rtAg to co&*6gsiite * rs&rctisn in 'lroflts
':.'J Bo&s or*-p**nf;ry satiafai6ion. fhi6 e;tl rii'action coulJ be

ie;;1alatedl iAte tb 1:1EY68Ll€ dtrta of tlie o'r1;iru;l ca]sulus' Tn'-i$t

j'ir.i**;issiilil1*f'jf rcr$fittE or Er*orlficae s{n''lt be addad to ciike ut (ln

,ri1*i@l-LesXfB *"gi*f ciil.grlue nf ibe firl&' 'Brt !ir: d'eteetu a

:ri*tlioi!.olqio*f"-'AeF ot in tUu i,tnpoai'l' It vo''ld be srt:tho'lologiaally
;;rj.irnd€r ts f*:vs{rJf tns norg *""** ilef,ini.?iona booauea "rf 'lfhet6vsr

:.: b;rsirsssffir.& dsec ic Eryr*io*a by tb priuciirle of *rof,it serJ,nieii.tion ' r '

9[bi&* Pe6* 5fr&.

lorHd. Pagt ff.3.
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',:.i:o ir,e;rlJrele acqulxae ths ch*rsoter of ,,; eyoteu sf dsf,inXtioas irndi.,"+tolo6ie*r t*d. lcssa Sr$b of its rli.Iu6&l iill exi:lan+:tian s,g reelity.Jl
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