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aat,iolar owtpl,aes tbe pure tboory of, the
appl3.e* empirteol t*sts ta b.be *se*l*rption*
tba'eqrn fn 1*, be aritiaia*,e b*tb versisae

ae Eeu asd riitstr yareion Haa ab;rged, wrtb i:eing
r",rcnssl'et6E*" Bhefs a€&{*ieml tkeXs *f tbe nfrtll-aest" lrieeipleyti*lea eails eE a gwleec.ple eonfreotiag with th,;t of rbs klnk
*h.eor;r* &* e*ag:estis hy thee €b&t ee kink fotlowe ehua€ee in
'i!;€;e Fstec e'sd w*Sryi{el prieea mrggeeta th*t thera is eose fo:r* of
*o11r: eiaa ktrma tho elt6epeli*ts. eJ.t aceerd,lng to the hi,nk
lfreo-f e e*ry thara ie aolluglou tbare i.s no xoos fsr a kiak ia
t'!:a d mS sulfiB-e s.law the oxpeotad reastion of tbe rJ.vule is tbs
il,lt€ for prt@ l&$ee.sea eE fcr prim d.asreases" fi;ill ud ltlteb
;ro al,Iq6pd to reeolve tb,res scnf,llots b6r ebanilonln& eith,en
i;:r'i;ralptg t,s qutt tbel,r gurpose * 9,gr ab*,ndoning the ktnk (wl.en
:.rrioas follornc8 produotlos cests) e$,d abiindoaing the ftrll-oost
r"irinolpLo (*en ontmprcnoura d.o not ra;iec lrrioaa in clegreaei,on).

A eqqslste4t cpplisatlm ef tlrs fu}l-ewt prts.t"ng
,;rincXplt gE|tld g€Spct e llrloo pattent r&ere prioae would ve$tr
invsrssf,t rlth o*rt1nrt. If Slrse Snodrroe on$r a awll cnrtBut hisb
t;rioss sqrlif b gbrgpit s€ a.a te oosar tho high aY6lflt'8€ @st6t *
l:ut thgt thla, p1n?*Ene ie sot fe}loseet by tha hre-ineE@n Le exitfuiined
i:g tbrea xe&eslr* s-

(r) Thsy 
.,ptrgce e vtelua on price st&bllity, and

(e) e$s ,"nfi,*roeod bY t&o binkr {rsd

lll dsb to kaep plsnt runnrng ae full ae BoeEibloo
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k tk e*sk tborg tteorfn stiglor fr,ads that nhile:i't ffisr sxplstu bstr lmtwo *roa bavi ud-ui"uii-ru*ld1 eontlmre ra
-b,r ee daspits @qg$sE iA mste or d@afrSr tg docg nst erpl,a,ia bev
rnerab!.€ prtes acgulm atebilrt"vo ; uoi " sri;; o*" ratsett,
i*lroul$ &qtllffi a hist, at tbs ner prioe. Fe. e4nm.Sllo n vtth a obxnge i.n
rteE!&nd owdlit!,rys tb nnrr8taal oest 6rrvr! cof qr*rlhe mrgtaal
lr+sat&ts Grsas et sa qtt$ryr€ lesc thefi the one vAo$6/er**nolir*uity
*xiets. FFI'&0 Wtld'tba be revXeed. elt th€re T* no rqea.eon *o
1pl,iatt ?b,et a klah rnelld r**pB"# udgr tb nee elteatl on. othor
r'irne if tbg bava eietlar eout esdltlone nee,Eld, foller th priee
*hange; wstryEy ** tb- *eelXsr 6xlp,6{s"g1ffis r&ls& SRTe eleo ts
),I€ kiDh' f* le derbtfirf if, the klnk rrill peralet "t the 4es level
,;ino6 tf@ serllsr crpeatatlons haye nen be6a provodl falee. Thuee
tit,,,E{D 16 *s 3Ee's€il ta bll,qvs t}r;rt tbe worklnge of t}re kink e}r<nal&
- v+ garierql" eil;li:,ea^sionn

$t*.gles opi,aoa that &e appeal of tbe kink theor; lies in
,.i,B expl,Engtloa sf riGl,i Fr.to6s, by referenoe to the il-scorrtin.r:ity
i n tb€ ergtel ravesre carvs. He srbmit a hoxevor , that ttr-te
:^..,1€ts1 ie rehaaad ae tbe see pattern of oli,gopelLetre behaviour
i:tx,tl.& p a ktakE ta tb'E €a8ryes sf, atber varitablae" tfhu's l tb
sdr*a kla€ €f, $p€otettsas ceutd Freduso a klnk ln the inagine*
coet 6ELFFsr F6: laetanae, if vBft oligo;olf,et ralsee wc4;e r;t'ee,
;i.ia iaarcess ra$A*A be fsllowerl uboreeis ;r" *egraaa& ln wrge rates would"
irct bs fo$,orad.s tbereby o.luai"ng a" d,iscontinuity is ihCI lrtur5ined
coat (Blr{F6r Prfms wlld thes rgrsaln dgj.d .re long as the narglnaL
cost cttaooat{mrtt,gf in eo6t&luad. uit}iin the ir.rurginal revenu+ dis-
oontlrutity. ge aAoR 48 €tt$r d,lesoqtrauity extendo tbs overlupn

:.'rio€B btp to b m'vlEad,,

jk,tra enplrioa,l teetE rshicb he conductorJ. on tlre titaoryl
:itig,lor Go*e *gfnt* a nrgni{isdni; firi,ling - t}rat l;}ie naonopcllee

'rere 
,\:nanrrgnEreit far $rice rig;t&tty althurg;h their oirtpu'Ls varied

i:.orls thsrn &;;-af-oir6eper,istla in&.rstries". Thetrs wi's ti poeeibilityr

"--.t"t** i["* tbe f6.*ee tbet make f,er p:rroa rigidit;r un'fler Elono-

i.riJiil*"frJ;doa$- y;* e1**ry ::Y4..1"-:::::f :::-.:ff., ;tH*1*I"'"r;llgapou.stls ,eftuetxQ,rlsr 4p*"t from-tr*c speoierl frietors In mono-

polietto ffi€"b;Io56r--f .*, (;) f-*3r gr gov€rn&eltaf -attentisn 
and

l;ru;"fufr,[i*"* &{€h .*is'uirh siael riie othor fiictcrs cou}d" be

comgca 36 b;'f,[jffitlone;-gmBirloel reeearcb,xe need"e& to determlne

wbat ths6s aw&oEors o*,-tbc kinry d.ensans €ul1re thr'ory does

riot applg to s@dalst:io ait*atisns, for tlie er;senti;i] fe:ture
of rete!.letle t8r siva'le i'i ileeat" de sholrld' th'*rofsre losk for
*.n altssset*?le tbsory to explarlr lrio* rigi4"i'ty1 shoula it e:riet

*rndes ecaopeS*stie pitrretialae'

Ia tb €€,g€ of explrort oo],}ueron 
.btreen ilre g}i$opellateg

tns rd*k tk*,s stipuratuuliii *o kink erei*rts **d. 'bherefore price

,;h;uld not bo,rig*& hrt f,lsxi'bte' &ccorillns tCI fitiglert *qld'ence

*iriit be',: a#, ,:*'beh&xlsa dt**into tlr'e it-olt::lil?: isr*n ir trle

i,;ink &ieepwano thr@ #i;-tun, the*-unr" l"*T.::11n4 
prtce fleclbs'ritvr

,this t&ades*,,fl,e ooeplot;G-;bm6r6ea by- tlro oppoeite effeete of

*g*



sd.elntstratl }[eitatiga on cartsl Brioo Boliqyr, frieaEfixed w €€llu'*xu bew a etrqg to"*oaey to perciat be@{r*€ aaJro;i,ngp sJr lsad to a sriel **.r-aar preB;eea;**;;lf BoetBoaed,ro*g llAel^d$ €.I"4& re&roo ib,"s"a f€F th'e" [brE Lras 6fr€a60n"lqgr (ea ta tb soor€leea;ieol tbory cf pricr *t"ui}[tvi,:rgr€ra fes gros,ter 5nim ateblllty. ' -- 5--rr

$t151er &tff,erwtietoe bctroon tra t;rpea arf prie tread,erohipr(*) rh*t 9f tk esrm** flra r&eeb aatn tb 
"ii* ;a--i;i iu*{-"s

"ber@t3d.e fi'rss te*'6b ewernd adbpree.:e $f rlvals te hia priee
**1y begaqg€f ead to thE oxtcat tn"t ui* prie* :rEfleqtp Krkst
ecnrl'iti.enE' 'dth ,t@ls.Ilbble fw$t&Foi'. ':ih* Aie* tb*ery detrle with
only tss firgt tns of prrro }ol+4ershlpn uder shtsb ns kiak extete
si"rroe S3lss $*'ry*e *i.&fod b;r tbo lmiw ler*der 1s,]1 be f,ellared.

PrC,se l,9a,&rdig of baroeEtrie fiene ie eor€ rLd.espreed,
uootlus, Stig,ler tb,irohc, buslaaea firns uee th:,e forrn of .rrec-e
l*uderEh*,P *E a dryie fa* eirg*tren?lag th:e ktsh rben it beaoese a
tnrrriea *e Sria* SFaGFE r&id xstld iaeraaea prefttar $tigler
u.d*e thet *bla eeael$gies need heritLg be aurpriaireg, *inea 'fbueinssai: tirs oo1lsotiem *f d.Evlws for cirersmnting besrieye to ircfite"
it ie b*&fuf eereeitablc thet bssineEasea ero6 thserteil by h*rrio*e
{e.gi. ki6ksd, Sawed crllrvea} antirely ef, tbslr orn f*briontien.

l CritloaL &vrsr of Sorml Coet irfeciffg

Frsf,c:ear no*rr**raf s reviss artiolo? on "8b6 Prisiog o.f
r,li|nufaetufe& -FrodsotB"J oo*Flste ftret$r c' oritisl,ffis sf, ii[r.
;,ndrsrtc theer;r o8 gorseX.-sost lrrialng nd' eeoond.ly of c. def,enoa
of the thoeaisg ef ieprfeot soslntitlon agaXnst Adrewre srLticiasso

ffobllr*sa obreuves tbet the elglerfes,t ooopetitiEn tbsor,r'68
of tb fgjgte 6a E an,assoun9 Ef tlra Eesnones f,erosc undertye46 ths
*eoisi6.**? fnlno rdr.tab sers h"igbfy tbcnagb not perf,eatly aempetitrvel
uroa-;il-;**-imy g|l}ae theonos ef oonpetltlon the.v Elso iod'esated
tire klad sf .:behsrrlbrr" ,n*& woulcl cn6{;rn@ tbeir frrsar eirrvf,vel
*nir!.st 

"Sgry$*ttino. 
Swe eilhetreaos to tho beb'avlouB poeited by

theeo tboaie* r*c to sg[mrn profital lt elso gr,ve the bost obancE

of h&xtaiffi lr$ atssrs"{ss qdeinsl trnforeean sxrgusetanooa; of, soo*r:rng

;d;[][,f;irtel fcr ox6,*aelorl 1o€r ln general; auoh bsbavxsur

;; tl*-rae"*n," geo6 t&e boe* gueraltCIe of surviwl la *)rs l$ng-
:.une In otbcn *UiAp; nbort-tars Brofit naximipatisa le 6'1eo ths
noet *,ofi*eUie-ln--ait l*nq:-nlnn boo+r'roo it alw4ye 1rl'aoeo tbe finu in
a batt*r f,J*i*iii pustAi#.' A*ent&.i*g to ksbineen 'tbore Ta: eo

;r*eeatipS eoefS"t*€ .btse*,-ia*i* (tna Firms*) ebort-ters and lo'qs-terur

?E"a.g. Rsbxaaant
i:jeonom.io J r 195O'

b. *' s' And'rewE I

'rfhe pr:.oing of manuf*otrxed ptrrld'uc*g"'
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*$p€otst !+ed' gb l@€rtsrE equlltbr{up-gse}ra&ti,rral"Ly and e4tosstioeltg
.-,-r^u o-' tbc *,orter-ters p*r*lit or-irsorit*.7

&r€ ths sibele of "Ha4sgoot*rrr* rhreimce" r.E &r6Jr froesiiort'*pwisd lrdit n&sntsatlon ae a.n ou;Gd;;;-bueims* l*u*rr*r'l;lrrd llsml w?t rlellg dsee aot s,ta it @,EiErE Srrofi,t:e in tbe ahort_t''rrlr tlht-s .bc*ry rer *entsq$.g arggail *h*r,t these fimns ehesh did. natconfen ?e tbo "ritual" ef piioe-ftxiq; sn gre tro-eia sf, ,,asrsisl-
:,rst'' tru1€8 cgfld, hve e bet:tEr oh;,esa sf ai*rvival tbea thege rrblchli,1.

Esblngea &iatragurabea two oed,eg er ebed,ieaeg ^ro the rrtusl:
,..{_rre_ }ar egile ed, (U)-tne prleerry ;;";-**-ili;; ;.;- '5
*;rflecibS6 prieing *rorc the c+stin6 e,rgrg lE gcerued to oov6r the
'riitii'€et e€6ta aa& a amlaal lewl ef ne* pro.fite tbs.t is bst*
i1:::'*ugh*"tt ths *el8 ia{,'+eteJ and sires€ prioe ie lirqiiiria*t xit}r e:g1
';irrtlS@e rrn.tbe d8lnaadt qlrvo fo* tb* ia.Xrvicslel f.ira. ths ]ay cod,o
J;ili;e?a:f ta&eE ee€enf^et of all the eOr:CI€l5g+4rits r&;,fle {1; e*ifkE€ Oegd,itiOng,
:i* sites *lrege oqa€€tslre l}nd giv*e th.e p;,"ge nu*b:rs in;irdreste
li,,Okr

t'Tb€ OOetlry'qn*Slein ri}} Vafy for ths sir,lrc ;roCuct betreaa
tl3ftsts6t bnrc{nsscfie {g'.€e }59}r rl firs cith higir &i-rsot Euets iE
Irk^r\r ts be obltged, to aooe;;t a ee.lIer coetrrg eargin (t*u. 159).
i'ur rsoet oetabllebd0 hrE:Lnessesr tba ae,t inargin is "tlri*t !&iqh th,ey
arpo@t to .6wt oa the iieera.g6" (pogo 165), It ei}l diff,or for *rfferent
'.,roll{cts sltiiin the s.i^na hre!.nees (f*g* 159) not only beo;iusa sf
riiJ'fer€goss of sleerb€i*d ooEte involve,L rn tlraj'l product br,rt :'leo
se$&e^es thsis narksts dif,fer Ln tba ex*ss,t to caioh they are liabla
t,o the Ooepetltion of nss entronts (p"S" 1}'r). 'Ihs oostrn6 rules
ul ssri.It {gsqptttea r11l oonforrn to iue cr;st.irg r*loe oi'* prioe
ia*.dss (p*Ec 1S?). ft rdll "61vo tho bueiioilira tlro biafisct }eve} of
...rie€ t&*t it a*an ryrlntadn i;g5ainet oos;;etil;i+s in tire LrxH-rant
,n,i WiIl bs :saVtaod dournxrtrd.s iit CIno€ i{' tLrl bueinose, i.q fact t
,,:rr6t6 oWpetitian at .r lowcr ltlvei of psica {l*g" 25J).'n

Pd Wting eargin, thenl aoecrdl-ng ts th'e lay oo'ie is
lertLg d€t€ryrwfi b5r-s*rhet foroes rather thli& by tlo epreed. of
werbead,s ead pelaei prafit sv6r t. asrroal outllut. iio"lisson s{iw

tls iffsqsa *a kLn6 lreelly enge€eq l_n dluoorrorirg ths rleai'ntl

1"r.d in tbe narkoti .!r . Kie'hltef ie rei$i'orae4 by oerteia
ql;:i+r irrsstl$se. so sit*r two. Firstfui, iil il'{}s;si:. {dler tlis cocting
::r':rgin*-Ad F5,iW *.ry AOt fegieOd. Aprn*rd'e t'10 *ui t0 Sgroi;C avs3iiead'g

orsa l&s @ lwgr onl*put * in a clepresaed' inJu;try' lhr: cuutirr*;'

;;G";.1;k.Jgr t,o aseame fu1l ncrru+L erut;:'tit, .rnd ii' pr'ic**eutt!*g

4auuto*ssl oP' oit' Page 774',
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ilo&r'rss t&e eettrel eB&Eiia e€&ed te dxnoot sogi trtll thapc}" b6even loosr Eoosssqlg, tb# ooetins nrloa it,lasegend ooqqrri/;rlleessssisei*g a*&ed w try flr*' ss ri, rtrse, r" rt"lE>6t"t
s;rreads irfrd,lre$t ooEtg grer a, Iardf€r'eunbEr or-,.r.ign, op eatr*lleoxtreedl"mrg oterEiao eoete, *r Ib" o"* "*y-b" 

-Lntrary 
to

:,1:r" ;rdrorf s e,s€srat j tbeeo praetio@ep ltabrnioa *rgr+ea pa*r tsEr€
ri;gi:-rd ts &ffiAd thaA'to @Gts.

Eabiagaa 1.b€ ,&r €q ta ** tbst tha pr-taiug xrlres
ii*g6aibe* &r A.s€s€rrs,ar6, se *Hsrtgfa es*glgptleagr wnsistaEt nith
':r+'rfit s*snisetleal tbeg eg#'.'fus,fest dararibee. ast sa lrratisn*,}lrtuall hrt ''raElseel eatlon t'er reag:-^163* proflt e*id.s:iea,rion iq
rn'lilets'tcs' prsEgsqa$ certala eharastorietioa',r' On tbe follerwing
,.suueptlgas l

tbs.t ss1*tltlsa ie alsest lerfeet
entr? of, nes ooat€teBors ie frec and, rapidg
*qrlee ee* r&*119 eo&stateet $tr,th tbE Brsftt sr.rxreie;tion
objaotive.

EE,Geagtru&se by eeyieg tbg,t' "eyetrgribing *r,r.rns on xhsthsr
t&s oo6tie6 xrargln le detExgied by {"} &€trrel is&lseet ooets sf
iiie fira s {b} srsls +a edditle$ to Cercot eeate wbXob r-efleot
;";;"d€d;t-Ei the flEe ae to ub*t prl.oe tbe ryrrket r*lLl be*r".?
lie imlles*$ tbilt €he kok by And,rssa @rloedes eilob te Ebe forses
+f i;uo narbt la tbe &etsrntuition of tbo oootrag e:.Tgln.

Ss el,ao oeba e. ploa for oonpar:iitive deti;iled etu,fur of
;ira proaaEseg ia a Variety oi'firue; tnd hs aLEo er'rpp!"ioa aoeo

direct snriil,eas€ fres a pubtlahi.ng frra 1n rhictr he bir.s t&ken part
rii tba prieing From&rrol rhare it wds "oilstotsr-ey to &iesusE tbs
,iiaaibl€ ea1es ag igf€ersnt pr.ress, and. tbe alternu.tive poaeibilitreq
*x' breekiag €Vcs or elki,tl$ ir. proflt sith d.j'ffer6nt pricee ;rnd tbeir
rurroqponding Go8tg" |-

rlss ;*ss^lri,t:r Hotive
#

,,fu proffl.t mrintsatien bypethesis in tho ttreory of, tlre
firs boe bao itt*oh*dl ap beia6 uareELietis rn ollgoBo]ia-tio - cJ

,;.it;iatltnCIfir ,r1tet'n,utlve hJfpotf,oeoe b'irve l.,gen proiroired'' Uordons'

aibi!,* ioo*ptifi iil l,spqrt;n;loe o:f proi'itu, iiuesti'ono the *it6*s'Stion

;ji.i&,'ximteatlomaad.argusgthetitshguld'berc;'}aced'byt}teg*:ilot
iaaking setlefae*wJr profita. ;iJtr ailtorrrntivB to thist 8{lgsested by

srbr d,

8itrJ.
9*u*Coin pp. alt r ,,,' _i.l
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"';lilresiulld reg tbet the priser;r eotivE of &]rc antr€tr]aaneq,r ia ]errgFr*,: s-uryryalr ra brg vtenn ths entregmnsdrre d.eslarqna e*s

;*. L:ig iJLffif $ff ":T ..rff f H mr, :- {H 
; ;*;iix, \g5 

* ri ""
ii, ieirl,&.Lae selec anb$oot to a niaim*.m p*"iri 

"o""liaiet,'hsshi}d'sll e$gueeat ia !b.rt chlle prcf'lt w-rjmisL"tic,nBst
:iil.:.i' lui?8 "s&l?€d, a8 tts won,l.erfui r*^starKay tbi.t opaned, ;-ll tire
..'.''.rr;-rt{ laa*Lqg 

- 
to 3* u{.ar*t*n&ine of trire a*tregrqnedr r e k1;vi eutr ,,

;..r '&i'16 l*ta&tlagal lqs*st etnrct'*r.ge, tfu,re eotiv,t farqe uy ";;;lfi':;rle to eryIaln. oldgoBoli rtia b+haviour. Uarler nonopotyll perfsot
,::u*r;*titieg r4n6, l*4rorfaet oompsti sl+n1 tr.e urq,ni stis ;:rol:it
'. ;fii8{*tlon Frleelple la reg*rdecl .*s tir.r eole pr.inclple ,i*to*aining

.1, i ir;ie r a'ot:.egs, a,n,i eJrtri-p€ ouni*ry t..eteie *"o" *^s 
-;; 

il-l:;rrsid.eretlgae , eeel uryd ath:ie** re*;*u.ts *Fi; rggi*rilecl ;*l gri:.figiently
'rxo'.*ptiegl to Jgetif; tbir *xslr*e{ari ir*a t.be t,h*org* in eiish
,i.,i.'lir,aee artrrattoflB, tbe.{irts b+*i.ry=Uhsrr beh;;viullr on ti:ri* active
:'r,:ss6 *rfXl togfOa*Ily teeil 'lcr{i.L*de * gosit:"ou of s{i*.i}ib,rius*

r.r.Irbrirrie aaer\rcle gf thaee eit.li*ti$:.: r,s s,.ilnrrie .rnt J.et*rnis"rte.
,::i;t tirie ki.rd of en*rtr;re;ie is e€t +pjt**1*i*te fcrr al,r.g{i}oli.r*tis e;n&

't;ogo1,is*$.s eXtlf4€*-o-ae+ EiLbsr lt, trrressnta * determiltite *ol.,rtioa b.1"

,,,rtclFittg tke.,asot ,eaa€&ii*}, *epact o{ ulr*c.,oIietrc sit.r&"tiut}s *
i,:.,.;.'l; at al,ipgelrsiiE intexeleEasd,enoe or it strsssee taa irrdete:r-
.:;i.;i;rten$ae cd tbe aol,Btron iraii a,lo$*s ; iitrseriiltivrr r*;igruicii to
.,.{t;laen oa[repreaall bebrrvio"lr" istheoid],,l tiiirrka tiri,rt iiro .l;rruinlo
:ilr*1.$tiJtr6 sf tba oligogoliotj,c erit;-tion u*;kee ttrie kinrt or' analyeia
;r';,*,i! ttiblo.

lb€ fru,nenork sr' un*\rais * tlre oorrcopte *nd notiicx.ls -
,^rt,."!,.] t.or eg*-ilJbriun antilyeis is o{ iit,tio u€to }tI oLr6ol;uliritLc
,.:;!;il:$iofl€tr EbS,fafeabLEe iJX an Olrg<ilierht:t.i'c $ffrr0t,rre --ra oi' iJ

,r;l'f$:snt g.A.rrerd 51nd arg not e*&ulj ql,r.*nt,rfr.'*b1*" 'tba oligoi:o1iet
.i,)i:; gst *njo.gf tb EOgrartJ sl' lbe i*h.iol.utts $$noilolisl;1 rlor tluee bg
,;::i-f,:ti ffOlg th$ l,npetenO8 Ol t.lg p.ir..rott t,.,,"koif" ilr.r *L"ok6foUnii oI
,-rr oli6opollstio ,Eltuiiteca is tb.rt of a etrr,i66lo iry rc;"ae oi' 'buaitreee

iJi.;l*t"gy eqd toetXgg fqr sirrviv"a,Ls *afr,! tlris ied riclthech"ild ttt Put
i':;,,.,N:,rd bis BiOpOg&X - tlUit bgsideu 3r'*;;1; ui;.xiitis;"tiQi; f::'ils ure
:,,.,i;iv;*t6d by a &Ogirq for s.soi.it6 Jr{jfits. ::,oonolnic t}reony h*r't boen

,,i,-i? tc,neglsot tlris ggtiv's'i;ecuues "6riri{i ul'uiro uuet ooil.s1i}CIoirb

,,,'Lri,l'ls notxvl^ted by t&e desiro for,' sI-:li'isluri: Bac,rr).ty i''xtl iderrrticiiil

trO&"*tol, mpn the []ieory" e.rf u]*g,o;'{'l$t'' };ct'uL'i;iie *e

i:i,ln :ifiVr 195S,

LlK'Sng*tircohrld, ;''Ppce the or;' teni oli;;ogt*I.v-"' i**$l,lgffi
- r, r.rc€ Tbgory.

rgs*b *a 5ruliti_oal inl.1uoilo6, li1rr.:ieiral tN;.ckin6, tiis
- ;u':uoio6gr at b15 buaisses.
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- *-, -:a::: lt9o.,-l-t rc,:lT{r* }rufir u" e*i Lrrc f u:arrr b*rhiivio,*si':. ilisuo*mee+',gf,--bgj-*il-lirinod.-by tx prur'1"t rruiEiroi6i,,tlon notive,
:,.::,,.r'B tJre twe sotiveo'deg;ri; itiv:eri;-e,nrt +cti*rr. t;;- ;;;; ;;;;;,,,,'.:.iittis;tesc eb<.ruld tend io or6;-,,te-iTr.uir* {.!. (r,r IiG {d.ae, *eo;irltJ,
."'-':,r,;i;l*rsti*.:rg faiyour the ovelslzed frr:rlo' to =ati"airint,e liri inars&ee.,,' *.ern;';nd) ths f,.lrEnet *aetions can onl;r "l.n axf liunefay aekcnorletlg:ngItnr'ertnnoe cf tire aecu.nitg, aotrve-"

t'6 Sson aa the tlcsl're c: L..s o,Lr{:*rial**bs to ,*-ira;t tirear
r-,:,1;*t.*,f& psgiftrty i6 a{AiEt€,J, ttr*lr. 1x*,ltenr *f beb;,v"l,rru* Moelq*s
:r,.:,...,I**ablg" T.bsl* B0F8.*I ,1eei*es xu,rld 1s ("i 'ba antrenqb gttlo-
r:i:il.'friiii Is, iA* g;fket aga"inr*t tIrA 5 g&rv* prjleot€it o'" t5u1f
-,':.',,'- li: (U) tcl ;rrare*t the gn*r'r..-.ch,tssi o!.' ;;.otontt*l rlvl:lri ;,,r:j.
,,',1 ti; nil.irtl.*in tbe 5codulll or"' i,.rtj sr{*fsiryio. tbose riireg liait
i,,.'. Pir.rlffl5 vi.tbta gtricl: prim rr:# vi:LFJc ,-rLir Fsg.ard 10 ("i ljr.Loc
-=:-:.r!.J rtrot be frred ieq }eir in tlrder a<rg tg i;rirvoke retali*'1*{'rr-#
'.:r,r;i: :r*gr" lw,rd ter ;i prior+*srr ;"8 f;,.t'r,lr (bi ig oogo65'ficil, :.:. 1i6h
;:': Jtt rntgbu b* t;*keri .rF ;+l i.n,1ie*.tiun *ef * hegh level of, grafita,
;,.-n ti:ai'iu gslce Httt.iR a esrtryi* r'i*rlg{! *rc i;rr tc *is*lrt.: n ?.ht* ;r:c+S-w:.il
-;,' f.li;' cu*to@F*" tbese r:gnted*r,'ti*;**1 tr:k6o tegether uceia 'to
r.;ir;.i*gt tb*t o3lgopol,ietic f iraE fol3ov i, ri.,irl 1.rice 5,olies, ilhe
;r;o;;uLiat ?lias slII tfJ to "lrrete tbi;t;rrict, ublcI. ldfl 1rronl*e

,;r.:.i:, Ls:..xriulu{l proflts L};t sbroh wt}l ..1eu b+;,liovs th* r-irr:ii.nr;;'i he
. 'et'B eg6ent.r,^l J'or bie oontrausd, rL*;r in t.hu r rlurtt'y, The

:..,':L:r'r rilL b.ave to cov€r hle *x;aated couls .i.llrn*, eLc:. irerl<.r* o!'
:,;,:i,.,gtion. So hie costol bs l.J.d.s {r gri,frt rulrd;itt l;*rge}-y detaruined
i.",' i;iar el,reagth ut' hie ponitisa. Itie sos! aitut,,tion b.:coueii
-r;i;rurt,"{t einEe tho ol,rgogo}.iette pricio6 procsdurs $€ena to erairhaeieo
'.,:,.,1 *lom*nta, thus grving; credsnoo to tr,e vrow tit'.t i;rici$:; *rd.er
,1.",,.1,i,;.rgly is irilOng Lime Oi' tlre frrll-c.,st jrlli.rciil1e'

lilfe l;uot*d ;,riSu i* tltslo;'ol'u *r.iri ta lx.: fl:fi fi:'i/ri,r,:'6iur"i
.,,.i' .: ir*l'.'; tc|6f i: pCLf O; ;J'I* tir*Irt ir-' i- 'f rrri\iiititiJ I'vfl f -f r' :'li:r'1 iru:itltuttt'':'ncg.
,r:i,:i,i:,lre $.tO€uAity fCf foll.Oyind t. B.tl.i,[,ui;1 r: i;e,'l.lC; {x;8 u. fesUIt Ot'

,.:,rr: J, C{,lrr*,J uct,ive m:y aoJify tu€ *.cfj,{rnri liumtu},,"ted. b"v i;rie i'3('i'it;-
;:-..::j.:{iisLtl6n ;rfirrCi;}e; gcfr tL*l ul' C}ilin1;il*g, Iifi06 wj't}r s\'€rlf
i.i);,.;qrs irr demqrd CIf QOSta.

,,,Ltb<*f4;b jrl-iCe (",'C,Or,l*liSU .irr olillir.lr'ii*nt i;iVotal pLuCe in
,.rli.l.ii'c.li*tXq iroifcf't.ho axilrtetice of utlror"v;rii['lar, r*iii;ii "';'i-: i:il*1it"f
i:i: r" rj;llirqr colta, Lflaotp rsconcili; t,ico Lxrtussn tro ':plriir*:tt l-r
.i:r"..itiietl,g,,l poeiiiu* 4 tir.-t u.i' rrgid .i:fi+tlu 'i*: + rI':e$Us'r'u'iIy

r.,r i'i,:Jii{} sit'.l,ii t,icrr" fhe Otrttt,irtu*ii;; A:-i*iil]ti*ii rJj ''r' oct*rlti"'I 'lifrr4E;1*
i.; lii L;;A;:$gg:i"bility O1' o.rtbt'Oaks intiJ i'I'iCO wii:$ iil"juces tho f ;rftu to

!.:r::,:i.r.:I.iii te ggi,i ;rrlC6a. :14rfibility 'tii*lr, irl tlire $nlinie
i.Ij.;.;eipa$tgt,le eitllatl+& i,u rrff$rdeid tl3 tlicr tsi:,Ei.1rul&t" i:f| ui' {rrn-jrl';$s
r.ir.3,i.&}lsa g1ncb &s *dV+,r,rt.i.sirg i:gu-t qu;:lity' thu grfi;lo'fl*lis'tt'o
,''ir.tn dn Oftle* to staW Off, tlie }:;;rfifxl et'*eetll eif'pne'a w&I.tlt

r?iil6rindulgelnnon*iiric€toolspet;tior!$t-c'*ngii:turl;c3.ieiel:uliici;
''.',.'.,:' ,i*& t;iktt ,ir*t*!'ruvo.ll hlti'ra*e {o'6. by callturin*; ner* nearkoteJ

i;i,r tiu? the libt*hoori Pr: rst&Iiu'u;*rl i$ l'+rtttcef,'

*,}$'r



g,s8beohlld arguoa th&t the fr*^aen*ork ofu,r be o@platc aad rplcv-Eet,r,srttdt t;oi,rdo aII tbs. ro eunrs6te f3:.aeo*rity *a nu"iiiJ"-ii""i"aiil.lementg *s rellll and ths et"rtrrg-fr"f"a ot. suchi;e ths reoogntti,sa ef tb crlston.; ffild;il#.
r:ri; tiv€ r bgeidee tbat af profi t-qri.niiltr*o.

a theory of oligopolye
aain *egrectb ol.
AeA|-SsGAoale
* theory ebEukl
sf the eeourity

&$aolrlS *ft*r.sbee:rrin" a nnpbor of a.erioas h"rsi'€€Eirnaet utae *bl'a to sgElu*a tb*'t tt* s*rrut beht.vie* of, thel;':iotrl h*rgs oealldr'tiaa i'a tiba [J;$. 
-.i.""-t;-&;;st 

thst theg.,,"j-';r i,;t rwlee: ncxialaatron qrbJeet te a eininue #6i:t c*sre?ralat5'r.sT ihas p$eflt exiale*tiia.

El'a tbels air.stce tbrlt eaoo e er,aisr.a level of i.rrofi.oc is:.'.:,,:'-otrsd.r flree 1ry rrrtrry to forgo furtiiaa ieorea*as ia prefx,te
'1" hsr €a d'e*qg *htr eea fuwrariaa tbrr r*r***rc, -ei"*tte&l#r 

thi*';rfil"it eaeetsLat ttL6 a mJor *aralgrti*l p:robles ,, U.t tsaapl';'i*il&tre* to el6gq** tbet tt eb€irXd t€ hle aaough'to eller .,f,or
l,i;,r firunOiqg d g,S.teim loqg*ltlg ffi},€E*,. lieles er*xisieiittAn dose. -i =eriu thnt tbs fira sonoera€d triil try to lri li" ro"g.*t
.,,:i-iriisilr nrnlss velqw bges$ac it iE rLifflo,tl,t ts d,etergln€ th,le,i:yaioail volury {ae la tb eo86 oi' thc mrltiple proa*ot A;t rt'i:i uLe totsl Ferr|ailr tb&t tbo firu ritl ni,xisni,ee rattuaF tb..ra tbsriryuici:l Yp1um. [sx.:[*rn sa!.ee fros ths m11snu6 oagle does aot;'.'r'ritirs vs8y 1r*rgo p\yEiot,l eutputa. Fer exemFlel i-t al s51re ;lgce'.,:rrsio*l voltueo Bey be hisb hrt dollar er"Les volu"ns nill b *ero.

Ba$got ergncs th&t uorel\y tbe aales pr,xinielng output will
,.:.r$qrs* tbut ubleh t**risatses profita. At tbe poiat of er'risun
:,:.,-:i'itor tbs fxrsea nl*rginel oocts &rla pmltive, then ttre rnirrgr.nal
l"rvsnu€ s:st aleo k pmitive einsa iit th"tc point there ie equality
l,,rtr*esn tb trro sar.r6fni.;l values. lEhig p€uns that udd,itlon.;L eirles
',j-11 brlag in soro total oalee t6yBsLF. flhe firn eoanally 6ii:nng
,iii s prof,it tbeo ths f;eqr*j,*e einimrn at the Bornt of p*&imus
'l',;i'tt6t trt rxll pqy tbe eale6 aEn.i6[eer to lover bia prio* and.
,:ic.rs;r"s* hi,B phqlfslOrfl sftgut. [b€ ei*las saxi,6;[ai& output rl.ll
,,,r.csod, th*t u&,loh c&dnlse profl,to. Bamaol f,qela tlrrrt tb.ls argueent
,.i'r'erd,e an e4pl*ratiea otr th.e $gafinesa o& the lrert of br^lsin66escs
i*;er!e sirles &s a orlterioa af tbs a?ata qf hio enterptrlssH.

r3--B&u*oll & tho theogy of otri6npsly,,, Eoonomlml tg$B.
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? &lininuu profit coni+tn,iint

I \ fotnl Frofit
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I

Gutl;ut

is tk &in5ree {rbsvsr {tP ln the lairui,&rs leval of prot'lt1l-rt tbs .ftw mrut €.et% ts eenti,ru*a in hrainesa" Cx** aad &u- e*a:ii:j trCI{at e.sd e*lsc ag*eiaind eutpute. At output 6g^ tb. l6roflt
':;r;';;16f1slat ts lgef,festive aB Enorrb th.iu ainimrg profitsaar' sLrrned,,
..r' tiro nlnlms plre#t Lerel rieee to op, r et antput &i^ tbe
i.,"rbtn{iat beooma effeEtl"ve as tbe frrt'd,*."-;Ji-;,""f";; toe
;rr;i;;ai3s{ aL,*alslgr lt rllt bavr to thlah ef e o.lt la eutBut to'ltt. ths crtlnrt et ctthor poor.tlos of cqulJ.Xblural lns. rcberr
t:rd ,rro'flt e@tealst la of,faetiTs or iasffestlve sltL bo eqre
t.1,;rr ths Fr@ftrt ngd,sf,catlm mrtlart.

Aeeord.tag to &nrell Eoat buainecwn rie!. tbE d,iffer{Eseg
,.r:bw€€E ex.tnnre attetraeble prod'1te esd tbe sinisle coooptable proftt
i'.iv'ele aa & flr$ €f w"crffilceabls lrof,ita r&:lob {s devoted. tE l"noro:,ein6
i:*v$8lr64 ec e*r& es pe;aible. Aeruxuiag thet iarygei,ead *drrortiuiag
*xpand;itlec ma aXmgrg lm:r6eea ph,Ereioel volum'q ruod thsroby
+*,.i6i&4! tobl 4ollar aal€p alao ts lnereereo the aalea giri.n;iEer
,tiLi lnoro,w efurffildqg ertl,qy uctil h"lc profita haw baea rednoed
ta tile lcyal of hlc grofits owbralnt, 'Ib,le Es,lr nttlJn th&t ealos
ru".i:rr*i6osg !rl[ neru*tLy adsortisc no loes than r"nd uatuill;r uco,ro
riril;,rr r&;*t prof,lt gexleteerc rg,rld. &o.

Of, t&o tso altexra,tlv€ tgqtrs of tnorseairtrg rseenlre mstioned
ri, toe f,oregeiqg paEa€r€,ph3 - that of prioe roduction er non-grice
l,riapetit{ea*{e.g.-*ae3€ee$ ta e&rsrtisi*g coate)r Faunol ie of tire
,:i.i.;.rnlon thst f,tros trnrefar tbo latt*r *ltelaatj.ve. A lxioa redr-rottonl
::i.*;.,*riCir-€ q, thc tlcsend elastlaity ef' tha pr*duct $igbt iaere*ss
u*i;;l 1gipgsue W,*mr*&&|ru the *otel rumber sf unlte whlch rxn ba
::r;lcl ;;nd lt gldtlftJnssc.r6]-Jf rod,uoss tbp revop*s on ox.oh unlt sold,*

a3

1 o*l fae1s Mgisssss$ often culka tlrie ;loer&Ytlon'
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;'riCI6 *rttiag ta tbqa'f,c*a aa- qasart&r* Be* sf rReFeeAnS dollar$,.are& {"* d*n:bla cdspd ;rse€'ii:--A-G ;t.;"ilirir*, affeot ef:.d.vertisiqsr taprq?B& nawroe, sts. ea s*rrca ie ssit*lrr,-iiiisb-'Lnuir profitebi,lltr_ ray b qeit" A*Utn f . ryfb$cr S&lee rpaxisi.catLon,o"ltet far 6rea'teF th€ sremrepttoa tbt gus,u*i#uG* ,all ceggl4errcn-Friec ffilptltlg Ge b th€ tssrtr *av:rnttg"r""-itelautrveg-/
futba*sg8er *ha thoasy sl' the f,ircn h**a bcsa umble teex,i"rh*ia e sffiffi hralreea lrmgtig€ - tba,t pri*e 1soroaa€F &Fr;cnsldctsd rbaa fl,red ocsts isereaee. t"Aatinnrf-tn"ory €ither''-Eerta thet B &rog€ ln orerheed ooeta d.o "oi r""a'to prioee berryv.rFt€d; &E lS*, ea tky ds net L.cad tb f,irsg to ctese *offi" bitht'r* e4rlos B*4eqI *t ag*,ibrtue tbe profit bs *"** sill be Juet*il{}bla#1 t* n**i"fif Fe pre*tt sanetr&lst. A rise in ovorh**d ooete

;,r..ll:t n€€,I* Ebet, p:r,eflta fai.r hlow this nlnlcula and u r€v?ersg in.il!** td}l b watwplstod. Tbl,s br"u &hs E&"es effeot *s * oh;*ngotrie nrnLer,a peofit lov-61.

Es'rrilo! tbiaha tb$t b,ie h3rpotheels 'trpireera to represent
;,.-..r fr*ctg e@H&s,t bttg$ .., reart in add;Ltlon beLpa to erpl"ln a
:rli;rlbilr 8f otb6rdFe trrusslaag fEatr,rrec of ollgopoLietlo khiivr{Alro C}$
,.:';'tli tbsoa 6xeud'ur b s&$rs trte hypothesie Ehould, tenteitively be pormitted.
juit, se;eroe&a tbt of Srofit E&gls{is:rtios.

*

gtp *n11ea6co to the proflt gr.nlsier,;.tion iiua.rnpti"ol6 io
:'::: nr;in&llet theory bave been two-pronged,, I{rotlyr is profit t}re
.:ily objootiw of the flr*o? &aondly, do flros irotually mrisiso

,:*';;'its"i fu resultc of tbao a$ttraks rrsr€ flrstly attempte to
i,'r'iiji*r6 aatbetltata pstivetlonal *Bsunptloaar o$ the part Ef tire
'.,ft.;ohse ead aeseadly rxetcrte 4ad roftncryqnte pade bgr tb thearlete.
:'.iig l.rtter ta&pa y&niqre forss. l{aohl,u$r-f ia ble notebla defcaca
,,ii nri;rgtragltrEsr eagwe tbat "sal'ginal *nr*Iyatrs of tha flrs ahould,
,.:)t, be $ndore$god to inp\r arfytbrng but uubjective eetinu;teo, gresasd
.:r,i. llutGbsrt.'* &rt lf rshntever & bu,sjinasem{rn d,oae is axplarned by
:, iif it ruoXlguiaatlons thoa thie laye O*,€n tho m;,rr6in:llat Oass tg
i.,:i,r c!tlir66 sf, botng tautolegiorrln a woaluuss bohl$B was rqll a.rtir€
ii-,.',. ,rnotho3 fsfa of defance na& llrcri)odod, by lli.gue-' vho thtxeght tb&t

15rbi,a.

16o***,
l?x*uar*nt

9o!heehl}{r B*rnsot r quetsd' oa:rller"

Op. oit.

0S' ait.l6Hoohl,*n,

19n*0. Sague* rlsosnoreio thoory anrl business beb;tvious"n
:lri*w of tieeaffit; Etud,l*u, Vol, lp6r PeSa l'55'



i:.;.r blst &^{Y Ce- w&e €@twtierst er6tne,l ee-lgrel,s more realAalla
,: ::;o uttosp*rag te ansfp&r@ $eghJ"*raqg Wtg&geg sf

i-;rJ ltsEr* ^l,sYslvad- ig tls exagasls{$trm deeralo,tl€"r o14r! th.-g
;, :,: ,Jt s@a a&3*pt& nh{hlld hr #*$* to irtgl,ufrq nffi-Srea;;alary

,,. i bssia tho &e6*Yel c 
^ 
of s$6n*;rggse&il'i bcervlerr.,,oa tdnuksrtar :*J*- l* W FUS& crtggpt"

ff.ta o:tlele E*3E srt ts e*rantna tbs rupllsrti,.rnre ef tbe
..,:.,-.-:r,€ xie*q*l*n€ ssft,tE$ttutr* s{ia .rS{6,J *Xe ,seikss sjr{r ai ttw
:it:.::i.,:iri{p,1 m 3had. (b tho w,trc#g6r}$[lrrr r.rtrllffsr*[rga *r
,.: .i.',.;sj.rqli ffiqy f,eeffi Eat s**Fsgs 1-ie} r,w,at*vrtytt)" hs
;";*,::'::.: lirg ttqt$e rg &otsl a.errelpt* t6t&1 ertlri; €EuFT6B,
:.:ii,i -.:r=j-fl$&3 *Ltf9*ro$ e,f shl{}t, wrll eiiers Gh* ontroi.!,rc ;{#ts
:.,::...t- .t.,r,t i$*sa# fg ei;,srl,, lgEgl +;f er€pi'it.

i"tGUnS Jz ftir.] t)NTlt$PRENEl.tp15 INDIFI.-HRI)NCE - FdiP FllT'{TliN
l{()lduY lHcfiHg & s}ITru plt$ffilulrl*L, lNiCTlVT,ny

Tct&l 
"€c61pte

r.;

X

Money
incoae

{,
\.=.

ToteI
^.- r 1 .- -()tl, t, J.ffJ

b'ntroPreneuri g 1 i n'rotivl tY

lEw glrlE dlsiSrus ls ier}so4 thc n6t ino€#D Grf!.or .'rrlEA-
.,;,,1.rjg,:{t an t&ra S* *;rQ t& tadtffcesrm &ra3cc tstreffin*iry (f} $re
,:r",r,**u& errtfEf.;a3|46 l}*t nlll kosir tho eneFoi&aeu'r {n htl,
i:li;fs**ais*t S*' is srcte*lffid m thls toWI el' S'tl8f*-Gtiea b; hto
ii *ra*rl prsg1 *;;; itt gh"t ltEal of, $otiefeetaoe estar tcrsludlrk:

.i; i.:,; €Et$& cfd;l.ei*t peAfi'&Pt
._-€-

Sr, .!*ltorre{y | "il n$t€ oE irof,Lt wiri'r;rt*itlon rt*il itu
.,:r'r'Li$itie6$e
..,r :.ri*&&d tB

?gg*tt**ht qru$$ttrtsa wrtsa;rranmrnl*I' asgivity ls tsres
o;' i*,ttlEtt qf tr{s&tf€S lt ss-; }lntt*$yeL firetsr tn ttls &*natf;'otilri}

,:i' L;rs *n@sseq#st** pot**io1, 1;t' * fiist{* s!' ,}re&et**n sborre

;.;t.;.ngit' 16r .*fS eg ffietpt{-el ffxe* aa& s€L4set bs crr{*d" rbtre*
:,irr its!I*1,;*l snsttru1*y is sk sitstlvs of, *i*p**errial Lmstivit'y(S ) "

&tfl*
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Itloney
incone

tfet inoome
=\

Pfafgt ,,prqgct ta *be dlagree ta t&* p*rt qf &le Xnssffi
bove lad.lfferose er$Fs I. Ha,rier"e prof,lte rill thcrcfec be at

ths lawX ef crtlnrt r&sre *be rer*lEel dlst*aoe betrrnan tb nst
incow ergqpg ed fdlf,fps€l*eg €Errrgc I *e gre*teet1 lrsr rhara the
!"ra6pnts ts gbs tvo s*rrscs rLF€ Beraltol. kilmr.s eatiefaetien rill
i:r* ;rt the l6rtl, ef, €Rrttrrt *ero tbe ast laoarns 6urvs 1o ta.ngential
tn an indifforon*a eirlns, SLaw r@ u&€ dlff,a*est ln&iffera,sas
crlrres ts &gte m tbaa€ tro pasitlo$sr tb trs l,avele of c:tput
nead, not oalwl&o. IlaLeea sa attuhrte to t&a eatrepremslr:r seee
*paoial ty1le ef pfrg&olo4p asd thefsby qstoblisb a dofinlte relation-
*hrp bstsqen tb ohrpo qr*{ posrtloa of, tbe $rrlorrs in&iffarenoe
3rlrye6, tbafc 1g no r.rcs,aoB te ba}lave that tbs tEe levele of,
rutput aeefl bs tM sea6 an,l tbarsfsrs that nsxlsue profite eh(x.rlal
..1$o sxlaLes bXe estldastleB.

Csoretrtor*t\r tb ooa&itl.on tbet mrst be s&tisfle& bsfore
;;r,crf,,if an6 cs*lEfeotto$ s&Jr be eaxtsleed et th6 Bats8 level of output;
ix th,irt tJre sevorel, tndtfferense q.rrssa euet be vertlsl d.lstrrlaoeqents
t'sriOb. othor, 1r&o tbcy nrrst all. bave tJre aae6 slope for oacb

;,ltrt,rel.gga. fben th6 nat tgOOeO olr;116 rill be tangential t* an
.,..,:fliffer€no€ au-rye at tbe levol, of outliut Hhere the alopo of theacr

,r.tnrofi ia tbe aaaa ae th$.t of tndiff,erenss @rYe f .

fa oooaonle ternsu, th* entrapran@ur ohoioe betwean r*cti.vity
,.-:1'.i inictiyittr,tA lndalreadeat sf hes insome, i'o' hlu aupply tf
,J;rt:relrao., *uf,tp Xs of sere inoow olaatiaity" fo fulfil thla
riiln'litionl lse t*V" to attrlhrte to hln ir epeotral type of boheviol*r'
,,itl ;*ssrl& tbt h{s riltlngnaee to work ie lntlepsnd"ent of hie
,.uuo**, 

"" 
gA"t ths aeotmt ha bsa already o'rrneil ebotflit aEt

a,ftlset tb6 €rdlsg ead egarb *ftU rhlcb hs ceeks to eiErn m&r.sn thie
i.:,:ar:irlsrc pl.augible vhcn rra frl:119e hoy ottea it le that brsinsesaen
r,rri.,rd *-rf**l*-f"o*u u." * lel1px ef tbelr au'€ss*g and effioLenoy'

fkrethoentreproneqEaias;ltraisrndhl'sgtelnfl;.rd,trf
tiri:ng er et "ia*i *tsrfll, aerpnc3, tl* h'is Ytl'llasneeo to sork

Itiil ba rcffcetce bJo t&s f"ssw ho bae aornadl beo{:'uao naterial

tfs
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0
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gsfrL3,pfrfige* {n th* diegrxe ta- tba part of, h.le *,geaw
:,rh'ovs tsd.tff,s@w er"Irrg I. &d*rs srsf,*?s rill tha*ef;aqc be at
r ire lEvrel of, srtprt t&am tha sertreeL d,iptelaee betmea tb net
incow {ntrnr e€d idlfferq*oa ffiFFs I tn gnoatoat, i,sr r&srg tho
r"lr,ggats te th€ two srmca &r!'e EnralLol. krlmrs cgtlgfaotion rrilt
,ir* at tbc l,ffi€l d s{ltlnrt rbsrt ths uet lncsae srrys le taagenttal
tn **n ind.iffarsnoe @lFF6e Slnea w6 u&o dlffcreat lnd:if,fsrtnoe
cruvos to {otsrn[re tboae tro positloner tb trs lcvela sf qrtput
naad not soXnsidc. lbtesE re attnr.hrtc to the ontrapreaaut sene
:*paolal typo sf pqyohologr aad. tbaeby eeteblieh e d,efialte rolation-
i;hi;i botreea tb ebapE arqd, positloa of tbs varlous iod,if,forenoa
),,lrrv€Br thog|o lc gO $8&son to bllsve tb"ot tbe tro lovels of
rutput Essd bs ths sam€ asil tberefors thst wrieun profitc ah(x"lld.
,;.LsL extrnlca Lla stldaotles'

OoomotrLosll6r tb ssa&itloa tbat u,tst he g&tisfled bafore
,,1.&L'it an,i ostlafaotlon easr bo m=isiged et tha salne level of outputt
ix th*r.t tha as?@r&l tadtrfforcnso srryas puet be vestl"eal d;lepli*oeaarrte
,rf eiieb otbef, lrar Gbag mmt ett bsva ths anag elOpe for er*ob

;*briclgs&. than tbe mt lnOona el5re nll ba tnngential to an
.r::{ifforanoe cur. e a.t tbe leyel of outirut ubere the elopo of thee{3

;1.lrvos i,s tbe esso eE that ef ladifferenOo eurve f.

Is eoeasgio torsss t5e ontrailronelrr ohoice bstween i^'eti.vity
,.:.,*l .inaetivtty i,g isdopoadaa€ of hre inooney i'€. hia a*pply tf
r*,rtr€prsnaorultp !s o3 ssro inoom el*aticity' f,o ful'f,il t]r"Ls

,:rrndiliEnr x* xva to *ttrlbuto to hin a upeclal type qf kbavioii^tr'
,jq! *sg*@'*hst his rtlltrngwc" l" wolk ie lntlepend"ent 3{ }ti:'
ll.*u,ue, 

""A1a"t ths ,'*o,rit hu 31* 31T*dY s;*rnE& ebo+*d net
;.t't"ost th6 e3flffr eod s4srgr rlth- rhLch be poeks ts Etrra more' tlhie
t;,,:*+-riilfiFr pl.elrgib,ls rbAn sa il{tllEe boE oftan it ls 'that o"usi:t*s8san

f,*:<i+fd ***.#ii-f"s@q tu * ladlar sf ,tbelr 
ffu'sss$E and offioleney'

},b.or.athegntr€}rsnelrrtri.as,utrgilisirwhl*gt;and'urdqrf
l:tvery er et OtAe* etc,rfei-IewnAsn the* h'le rllLi'ngnseu to work

r.,riil b* &ff,a*tcf, bg *b:e f*it* h6 h;is'oarnod'o booaruse ff''teriel

j
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ttJ.S* Isi&rr.re b.ewpc ruIativoty
ryoh & G*r.r€, the errtfeFs,se€u3 d.ftblors tirs yolat #fs proiT.te ef if

isitry&f 6qFs sel dlcr*gi'n$ $Fq foer th&t tho e*6pt!e,
':i6ht. F "**g yg rreetb sE rrFsai tt;-;*€3l]Gryr ss ,r&s r6,htir'iid16t? sqtlabte storts.l deatres * bg*t hs beli*vca thr*t t&,s
,:,;r.i.ry'tLan tS tllr$iOsl et e l*fge qr1ebf of qtgetrl.rctggF6 *e &e3iva-ii:;;$fl.cais frce te*rx, $q otaar n tb&t $;i;;a bgr enow
iitil. xho&a rqotflra*f,.ggg[ ss*[&*+**tioas trlslr*rte fegbf*iEa, a rp.trlti' a,tulation n&d tr{.1el11y".tr. c

& @n sf t* d*btes & Wg * setho*elq*mtr tam.rs..'.r tbs d,c&lottvc sfcts of tbe aarglsltet tbaar3r or-tuu-fi;--
1'.'y!'3o en e@ur.tc eEplee&ioa of eatrepsaae+giat bbs.vlc,lx'.,

,-:l.ri: :i*caesl*ata @'€,4.. i ? tb ths#s is sJbr€**lirtie 1 aad
;rr:;:riaq,l *&d,i*e @.wg€e Ey tbe s&ss b*as*seee kh€ryi;uF tE be
, t v,;rlsa@ rdtb tb€ wst atepllfl,ed pre&*o€{Ene of, tk uargllrnU"st
i,=dsry. Is &gf@mr &oblag s.ASs tb,ef gb e*rgtaal eslJrsts wh*e
i:,r;ljr a rus&E*t Ei[ale f,ffi ttsslf - lt 'really Lntcads to orplala the

'.i"r;srnds oe,g kffiBa ryHet*d
.,i.I's ^ oporbat tbua mut.
.:+op lria effertg ais* htr* gtgnrt
. i, r.u d,e.iecd"

,:.l'::rlots xhich €ryte.16
.,*llcne of tb flsss"r

W€6 1a cend,l€{sa may havo upcn ?be
ft,ta tboory ls osseeti*lly a tbooqy cf

qqd
Xn

' ;i;*et&rat to efuqgp uolag tlCI wir5tnal oaLemlqs as tte d@i"rxrtlr6
.:,'inciple eed, t&at tbo wlstrut s$gnXhrilo iavolvod. cse s{rbjestive
r,thsr thalb ob$otlvoo S@ ales aba,rgnd tba oaplrlaicts nf.th tr
..;i,l.r.trG to ud,orsten$ fhe ea,r6taal +nur{elu "faertrtJr sf,m*ruU
i;,.reluli1uer as alggsba trnSorprOtsttrm*" of fiedJ,ngsg tk,epiriel ste
;:o,rntor hy alloglsls thfit mtbedol,o6$oe11y tbe tluorlste def&'.rlt by
''inr;llcit theoriulngot ad nargirr&L i,n*lysie subJeet to euab neth+da
;;r;dl* bs roihrce& to telEg teutologtsslr twd *bat "dedhrstltre sy$temst

'1;';';irspd f,3lo€ taplrXO*t ggtmral*uatlona ..re no$*Itkely to IE;''d to
,".:.;ri.)lir&j-ons ghet *rro bth Wlld erul 6i)6oiflon'.-/

ff"c" tror6neg6 and Hiaohlupna?? "raiolee iilir€*r ts be &n

??xoobl,,no, *p" cxt"
z**nurrnp, Qp. &tto

a4lsontlsr-r''rp,pllslt theori elnS; i:, methrrtlologia-rl
i;;giee C4' ?hO SgO-gq6byi.d6p "1Ohggl"" .,iL:,:i,;-r''ir:.rl.,i, rir,r;i-11;,r,1 :.','i' ::(-ili:riiil:i(.1iir i-!l-f i

3fu**ttlt
;..r ilr6 tlnofy ef ttn

.'sB&rgtltre eyeten ;ind ampiniwil- Swer*}i*aslons
flm,,. exford iloanonls F;iperu; 1954.

86F*G* sne6btg "E*thod*Ieggr in eooaosaloas lart r{"
ir.:;t f,iie rn Eclonomia Joirina L, Vol' 27 ' J-960 '

2A- rgedlu*r ,,6ry tbr eeoir*l _eelenoee really iiefarior2"
r L 'rerr t;oonoilJ-Jtu"* 1 , Vor 

' _:k _ 
1960 '



",,,,ar$et rejoind.€f to thls gpitiolnm. H**e,htu$ i:rgrros thd*t thtli''*;id'i4tftsntal poetular'?os ra ssoeosr;;:-*ooh,.._u it*-ir*s or e;xie;ielag-iiiitv ernd rot'aia c.:Fe aot mririauru"ur-*"nr;;;*i-;"sts. tbese..i.i -level" iiypothee a cc-B *"""-Lu-i*.-. c{ -r t- -
i,;i;:athe,aie etanfuT* 

"rene, aorhias i.iilHi:h*ffiff.,ffff il"*ot *stniotly engri*iqsl" sclence I lte a*oole-ag osqolr;stgga ero not.riour bJ scnss obaarretioa aad *""i-u";;i'f1;;1ry
fu aaprrrqrets oo*rd perhapa nerrry thue. .,rt c.*naot be: r. iardffis eetebrlepca by ""sr";;;, ;i;" ;il *"?iiou r* tbe;i;;*iiv€rpr of nar rerk! oiaoe*th-;"fii.ty ,r,q*ril; ln gre*ter; *r"r tines oa'er than tbe qrbtrgt" or .*rg&;;"1tr-Ea tb,st ,o*rcriirt of +,b portricloue e.ri ialrerter_T"-n*tit of-iilffin6 on;::bet:aetlenar {€ i,c €*le* ts begia +r*d[ m.ise ths uni*ou*e fr*e+.:;"ir1* fou$ett*gg &{* b*m aql*tien ?e r**s?lqa ead let thEctive f{l be og tb6 ooel E+i"h prints ;;nel cetersrr'€*-iu""--..'rteaplstive counterpast'.s Ibie line -f -d;;;; lf ca*led;',*rtirsrrrq4tfi bn{w tb ecoess{et sn *e epistoiotog*i"r srr-r;d;;
cb * Effc anad*rac r,averr it Eeese thut s*ch of tire+L\;.i!rov{rrsf is }e$ed qa a *igmd,Ers*""dirr€ 

"f-il*l*stlcns tb*:'irvstitior.4l lheo11 uae d,eergncd to .nnswer. 0renting-;;"d.;;;
.,:,...J$iit elal,n fer tha tbeery (aa quoted oarlier) one ;ue* stbnit:,.';,t thesc ere e n*pber of-lapertant 

"ua i"i.;;-ilr,s-,;uent:ons
-:-'i:J-;rtin41 egncifieal,Ig to hr,slneen behaviour that thi tueory eannot
';'l:rjlt'8F nnd we ns?or dewlolrod to arlsu6r, oosrooiaLXy sitl: reg;pct to
.'rj,r-, t)rooo$s of lrrtEe sotttu6 in gurltlproih"lat firner eLnd of flrne
':.:,r'rrrncd by oug:opoLietio tntordepsld.enos. $een rn thrs u@t the
:r,.'.n*: attack+r orr &be tbory of, ttre t'ire shar.ld. buvs teen regl,qdea
;,i)t uo such es ori*igr.res of sdeting tlraory br,lt eB auffisstic:rq for
,.;.:j; i.. velopeat of e$ tboory approprirlte ts thie d,ifferent ijct of
,r;.;,::,st.ioo€1. 1&6 oapi.riciatg CIe6a to h,tive lnt-d.o out a caes for tlie
i-i,':..i.:!1rr;ibiU.ty of ooaveation*I ibory for ar*\rs.eing oo,-rtemporary
r':i1;,i:rtlortrg. Xtg %;,,hnesggs" La thia reupeot slga to bel

{t) ths uso of oeotr-einp}ifred pootul.ritss ir.nd. ilofinetion6,
@rgr i,teglepoadence os tirs monistio iirofit rruiri-
nle*r.tics* irriaotrple ond un the groea eim;ri.ifioatione

z8x-,nrgbt, cp. cit,

?9xnubl,op , op, cit '

SB*"oo, l{orvum orgirnum I 14''' :1 i)rlcing of mnufuctures".
]1

Bacon; lfonrulrn Orrganum 11 4.

Pmf e hae bcen the soet baeie
, .') cootroverafr

groted in R. H. Barbe. ck:

*{.1 *

E&lro@ ot' contention in



(b)

af tho fiin3} (e1g*re-ero1uet, ete.) aaf, aur.rketoleaaifieetiene. 4
thie EBeh€sg.eiso paetiy wbraeee tbe fallure todeal rnth aabJaetirrs estig,n
the eatrepronourb khevior,r*:33 

and tnfluease in

tb negleot of 'tk ttgs *Iesenti tbreby foro.ng tb
tb*n to e,bstrs.ot frg the eaterprlae itE ese€ntlalf*et.lrt * urn*sT.teratyio rtr taappripal*ity ariaaasffi tbe fpet rb*t rl ie larseiy';-il;;e rhocry.?he eaannpttoa tb*t fir.Ee oet"i* "i;;-f,errectkaerlefue ef tbe ai*gattueee ef eeet and revearee
aeterErag ska*v the Erj, etuditiene uader i*hieh prafrtesri e&.

Rrll;eeet lriean6 er noreal-Eoet pri ei.ng hss be€e propeaedi'.::'th.e*ngirta8etg&aamaI,terautigeprrae{p1eroioxpl;eia*'al
'/;:'rs6s b€briollFc Fblr theery too e.rfflrs from elveriit r-er.kaeeB€s.

:'i:,.= +:,rrlisg torrtatlva forsul+,"tisae sf the theory re*t,, on teo: l+tr a faotUri!' b8cis orr rhreh to breitit a new tbsory. fhe criticiene
:, ,** bJr Faahlup e'bqrt tbe ecplrteal" etudiee lltrustlate thi* poiet.
:'i:;+ pr*eo*tottaa of rths tbeory eorsiete of soatradiatians *c b*,il bsen
,.,;':nf*S *rt bf Sttgler ead. &acblupr wboee arti.elee bave beea elealt

t i aarlicr.

3*m" Eobineon refore to the Ffiotion of tba oae oopaodity
:.irm ra br Flclnl{cot Cmpetltton Revl.e{todd. ffsoaemie Journal.r 1953.

Xru" Joo Baiar t{ Harkt olaesifieatlons ln msdern prlce
r,..*oryfr. tfpg!93[3r Jsts.ml. of Hcoaealou, Tol.. 56, 1941.

35egtffiptE to eeEeal th.te rmshftees eppear te hgve be€n egad'o

*;i 1,t"C, Ea,gual ng*cnmto tbeery asd krEl&esa bsbvls.tr'e Rovies of
;gqliosir $tr.ri3ios, VoL. l5-l5t Fbe analyelaea antreprsaeErdal verryr&nd
'i.'o ;,icitru*u*t {Euoted earl'ier).

SU"" Gord,on, oF. olt. u aleo SouLd.ingl orthsoty of the f,irnr
:"i lbe L6st 3O ;Foarett.- Anorioan nosaggls Boviewt 19€.
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Pauhaps ttre wsa,keet pilr.t CIf ti* theor.3r lics in ite
forrsui.ition of the eostiE€,-tr*rrgiy1. i,rrbraeorrre cq{i;reee6c on this
point a€ets to be seorre\r found.eti.. irlberts<rntaJl srt'tLtlsnal
cnticise of the ooating au:rgln i.s t*at aven in the ideal eituet!.on
wiren a iirne i.s a.dhering to ttre full-coot prinsiple it ea.B have ns
ubgactlve *-ristesce ai"nce tha fifme X-dsa: sf Ltg ind:iraat s6ata &s
uall ria ort' its nom;il. :xnof'lta lrilt dep*nd, '\regy su€h oqn tbe e:.rket
nitur"tlon, i.o. on th6 elopa an$ posltian ef tho flnn:re daruind
surva" The enpirialets ds no* a€6& to kaoc rb*t the full*aost
i:rioe ehertd bs bssa& ilpo&r .tIall :inL J[toh thenk tlrat thc
endev;.<tual- txrai,c*e#,g: bess€ hle pr*ae on bis €Syl ft1],l-oo*t. &rt
tbay rqnticrt tbat otben f,lsres fs3les t*.e ful}-cset sf the pri*a
Ie***aler" ,: rther they alat; lmply th.+t 'wh,*ra geeta ds not dit'fex
ir.r.lelyr t@ flrt} eoet of tbe ire$r€aantative fim ie te.tfin ec s
n . ei s for iae fLr1ry ol' th€ ooeting war6"in. R. i'. Kahn# eomplrrine
th*t at tb:i* point th* prrnaLple of *.r.Ll-cos"i gricrr*6 ie getting
aaorpb*re. l"d s* also Wtgsas *h& frsll**rest of ths partmtlal
ci;ru;r€titor ;e *-n inr'lueace ln detero"irllirr,- btru costing-'s".rgla.

lbese Erltigis&s, bormver, d.a *ot invalidete tirs faet
tlr:.,:* ,irulrerso xhl-le failing to proeer*t a, ae$ theoryr lurs atteuilto{
tc iirr-vid.o ffiny of tbe ingreitlonts wb:lah eay ge toNi*rd,e ths buildlng
*l r,i sors reu.lletie tiraory of the firuie s"[,r b,is analyei* of costs
,,'nrl the attoation he dror to ths prafarenoe of flrns for rigiil
r.rri c(r8.
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T,'!Sfry8SSIT.Y OF ffiALAYT tISN*fiT.. Ir.l,'lcRill.'ll,f',1
*g,l .Sl 681 ' Sl '911 . @t s6 S g1 , @ ffi ,'{F ffi ela gt s{rq*

3?*. li!,lbs)rtgqlls "The priei*g of m.,nufitetured *:redust'i,
Uoonopio Jotune L ; Jrrne 1951'

38,- Ie.F. Xshnl so:dFord stud:lec in tlre prioe seob*ln:is&"'o

ilcsnoslc Jenrnal r 195it.
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