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Introduction

This is a volume about the economics and economists associated with the 
University of Oxford. It is the third in a series to be published by Palgrave 
examining the many and varied contributions made by important centres of 
economics. With only a very few exceptions, the focus of most history of eco-
nomic thought studies, at least in terms of books,1 has been on schools of 
thought. Such an approach provides valuable insights into how competing 
schools interact and how some come to predominate, for whatever reason and 
length of time, while others fall out of fashion or indeed never attain any par-
ticular notoriety. However, a key deficiency of such a modus operandi is that it 
often fails to illuminate the many processes and tensions that can and do 
occur at the level of the individual university, the personnel of which may be 
fighting internal battles for supremacy whilst trying to establish external 
hegemony.

Each volume in the series consists of two parts. The first contains a set of 
chapters which consider the contributions made by a centre where these con-
tributions are considered to be especially important, this subject to a mixture 
of personal preferences and soundings from those who know better. The sec-
ond, longer part is made up of chapters discussing the contributions of indi-
vidual economists attached to a particular centre. ‘Attached’ is the crucial 
word. Some economists are easy to identify with a single institution as they 
may, for example, have spent their whole academic careers at it. Those who 
have moved from institution to institution are the more difficult case. One 
way forward in these instances is to place an economist in the institution 

1 Articles are of course another matter.
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where they carried out their most important work, although this, in its turn, 
carries with it the danger of disagreement over what ‘their most important 
work’ was or is perceived to be and how this has changed over time. Another 
factor perhaps worthy of consideration is an economist’s education. Where 
such an education has been received at the knee of a master, to what extent has 
this influenced the subsequent work of the noted pupil and how should this 
be considered when that pupil has flown the nest and settled at another insti-
tution? Issues of leadership style, discipleship, loyalty and access to publica-
tion outlets and to financing also enter the frame. Finally, there are issues of 
practicality, including space constraints and unavailability of contributors, 
among others. Given this matrix of possibilities, disagreement about who 
should be in which volume is inevitable. However, I hope that the outrage will 
not be too great given the overarching goal of the series.

The next volume in the series will examine the University of Chicago.

Robert A. Cord
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1
Oxford’s Contributions to Econometrics

David F. Hendry and Bent Nielsen

1  Introduction1

The name econometrics was a neologism created by Ragnar Frisch to charac-
terise a discipline concerned with advancing economic theory in its relation to 
statistics and mathematics. As a founding member of the Econometric Society 
and its journal Econometrica in the early 1930s, Frisch wanted to promote 
research that unified ‘the theoretical-quantitative and the empirical- 
quantitative approach to economic problems’ (Frisch 1933: 1). Since then, 
however, the term econometrics has come to signify just the statistical aspects 
of quantitative economics research as with A Textbook of Econometrics (Klein 
1953) or just Econometrics (as in Valavanis 1959). There remained a branch 
emphasising the more general aspect, in that textbooks were titled Statistical 
Methods of Econometrics (see Malinvaud 1966), which was also the name of 
the main econometrics course for the Master of Philosophy (MPhil) degree in 
Economics at the University of Oxford when the first author arrived there 
in 1982.

1 We are grateful to Steve Bond, John Creedy, Christopher L. Gilbert, Grayham E. Mizon, James Poterba 
and  Jan Toporowski for helpful information about Oxford econometrics and  recollections from their 
time at the University and to John Gittins for permission to quote from his history of Oxford statistics 
(Gittins 2013).

D. F. Hendry (*) • B. Nielsen 
Department of Economics and Nuffield College, Oxford University, Oxford, UK
e-mail: david.hendry@nuffield.ox.ac.uk; bent.nielsen@economics.ox.ac.uk

© The Author(s), under exclusive license to Springer Nature Switzerland AG 2021
R. A. Cord (ed.), The Palgrave Companion to Oxford Economics, 
https://doi.org/10.1007/978-3-030-58471-9_1

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-58471-9_1&domain=pdf
mailto:david.hendry@nuffield.ox.ac.uk
mailto:bent.nielsen@economics.ox.ac.uk
https://doi.org/10.1007/978-3-030-58471-9_1#DOI
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Given the relatively recent definition of econometrics, and its subsequent 
narrowing, much of the early history of the discipline must be conceptualised 
as economics in relation to statistics, as we do here, including the creation and 
curation of observations on economic phenomena. Moreover, “statistics” still 
refers both to the discipline which studies methods of statistical analysis (as in 
a department of statistics) and to summary measures of observations (as in the 
statistics of crime). Schumpeter (1933: 5) claimed that in contrast to the 
physical sciences that had to create their measures, ‘Some of the most funda-
mental economic facts, on the contrary, already present themselves to our 
observation as quantities made numerical by life itself ’. However, that still 
requires that such facts be recorded and combined over events, time and peo-
ple to be useful for analysis. We include researchers who undertake such 
invaluable tasks as econometricians, which leads to a surprisingly rich history 
of the subject at Oxford before the 1930s.

General histories of econometrics are provided by Morgan (1990) and Qin 
(1993, 2013), with an overview and selected reprints of key papers in The 
Foundations of Econometric Analysis by Hendry and Morgan (1995). Thomas 
(2018) records the important role the London School of Economics (LSE) 
played in the development of econometrics in the twentieth century and also 
in beginning the study of the history of econometrics. Oxford econometri-
cians continued that development of the history of their discipline. In addi-
tion to the two books by Qin and that by Hendry and Morgan, see Qin and 
Gilbert (2001) and Gilbert and Qin (2006, 2007), both of whom had been 
doctoral students or faculty at Oxford.

The structure of this chapter is as follows. Section 2 describes the early his-
tory of contributions to quantitative economics as embryonic econometrics 
from the seventeenth to the nineteenth centuries. Section 3 discusses econo-
metrics at Oxford over 1900−1980, including major advances in creating 
aggregate economic measurements. Section 4 updates the history from 1980 
to 2000, before Section 5 records Oxford econometrics in the twenty-first 
century to about 2010, after which point it is no longer “history”, although 
such time divisions are arbitrary and many individuals span several of these 
sections. Section 6 describes contributions to data provision in the twenty-
first century before Section 7 considers the most recent addition of climate 
econometrics, developing and applying econometric tools for analysing cli-
mate data, which is driven by human economic behaviour and so faces much 
the same slew of econometric problems as macroeconomic time series.

 D. F. Hendry and B. Nielsen
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2  Early Days: Seventeenth–Nineteenth 
Century Contributions

2.1  Sir William Petty

One of the earliest records of advances in economics related to statistics, later 
to become econometrics, can be attributed to the Oxford graduate Sir William 
Petty (1623−1687). Petty came from a relatively humble background and was 
largely self-taught initially, sufficient to study medicine at Oxford, and indeed 
become anatomy tutor at Brasenose College as well as being a physician. As 
antecedents, he had acted as personal secretary to Thomas Hobbes through 
whom he was able to meet many of the prominent European philosophers of 
the time. At Oxford, he became a friend of Robert Boyle and was a member 
of the Oxford Philosophical Club, a precursor to the Royal Society of London 
of which he was a Founding Fellow. He seems to have been influenced by the 
empirical scientific approach of Francis Bacon, so Petty was a man with wide 
interests (see McCormick 2009).

However, it was only after moving permanently to Ireland that he became 
interested in economics. These earlier influences had led to Petty deciding that 
mathematics and the senses must be the basis of all rational sciences based on 
Bacon’s Novum Organum. A desire to achieve that goal focused his interests on 
empirical phenomena that were measurable and so could be quantified, rather 
than merely described, leading to the creation of a new discipline that he 
called Political Arithmetick, published posthumously in a book of that title in 
1690 (see Petty 1690). Consequently, Petty has a strong claim to be viewed as 
one of the first quantitative economists. He discerned what he viewed as a 
seven-year business cycle, suggesting a possible basis for systematic economic 
forecasts, although historically, cycles ‘vary greatly in duration and intensity’ 
(Zarnowitz 2004: 1). Petty was later to prove a considerable influence on 
Colin Clark, as we discuss in Section 3.

2.2  Florence Nightingale

In his history of Oxford statistics written to celebrate the 25th anniversary of 
the Department of Statistics in 2013, Professor John Gittins notes:

Florence Nightingale, the pioneer of modern nursing, following her experiences 
during the Crimean war, was also an enthusiast for statistical methods. In the 
1870s, she discussed the possibility with her friend Benjamin Jowett, Master of 
Balliol College, of endowing a Professorship of Statistics in Oxford to which 

1 Oxford’s Contributions to Econometrics 
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they both agreed to contribute, and later further discussed the idea with Francis 
Galton, another pioneer of applied statistics. Writing to Galton in 1891, she 
suggested that the professorship should address the need for statistics relating to 
education, penology, workhouses and India. In his response, Galton stressed the 
importance of the new professor doing research as well as teaching, and also 
questioned the suitability of Oxford as the home for this venture. Neither com-
ment blended well with Miss Nightingale’s vision and, partly for these reasons, 
sadly the proposal foundered (Gittins 2013: 4).

Nevertheless, the Department of Statistics at Oxford now has a Florence 
Nightingale Bicentennial Fellowship and Tutor in Statistics and Probability as 
well as a Florence Nightingale Lecture: 2020 being her bicentenary may see 
other forms of recognition. Her role in statistics is not as well known as that 
in nursing, but Nightingale was a pioneer in using graphical presentations of 
statistical data, such as the pie chart, to convey persuasive messages. She is 
credited with developing the polar-area diagram (which she called a “cox-
comb”) to illustrate seasonal mortality in the Crimean War hospital she man-
aged (see Nightingale 1858: 310–311). Nightingale was elected the first 
female member of the Royal Statistical Society in 1859 and became an 
Honorary Member of the American Statistical Association in 1874.

2.3  Francis Ysidro Edgeworth

However, the University of Oxford did appoint someone we would now call 
an econometrician to a chair in 1891, namely Francis Ysidro Edgeworth (see 
Bowley 1934). This was not to a chair in statistics, but as the Drummond 
Professor of Political Economy at All Souls. Edgeworth was an Irish philoso-
pher and political economist who had previously been Tooke Professor of 
Economic Science and Statistics in London and made many significant con-
tributions to statistical methods. Earlier in life, he had been a student in phi-
losophy at Balliol College, Oxford, from 1867 to 1869, so was doubly 
connected with the University.

In statistics, Edgeworth’s name is remembered through Edgeworth series, 
which approximate a probability density function in terms of its cumulants. 
He published many papers on statistics and his principle of maximum prob-
ability is an early version of likelihood (Edgeworth 1887). He also contrib-
uted to index number analysis. Stigler (1978: 295) viewed Edgeworth’s plan 
as to ‘adapt the statistical methods of the theory of errors to the quantification 
of uncertainty in the social, particularly economic, sciences’ and provides an 
excellent discussion of its implementation. The Royal Statistical Society 

 D. F. Hendry and B. Nielsen
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awarded Edgeworth the Guy Medal in 1907 and he served as its President dur-
ing 1912−1914. Edgeworth was also influential in the development of neoclas-
sical economics, perhaps best known for the Edgeworth−Bowley box diagram. 
In 1891, he was appointed as the founding editor of the Economic Journal, 
where he continued as editor or joint editor until his death 35 years later (for 
more details on Edgeworth, see Chapter 11 in this volume by Creedy).

3  Econometrics at Oxford, 1900–1980

3.1  Colin Clark

Colin Clark is the next important econometrician at Oxford. Clark compiled 
the first modern set of national income accounts (NIAs) for the UK and pur-
sued data collection on a worldwide scale. He was born in London and stud-
ied chemistry at Brasenose College (1924−1928), Petty’s old college, where he 
became a Fellow for a time, and later was Director of the Agricultural 
Economics Research Institute at Oxford. His hero was indeed Petty, and like 
Petty, he started academically as a scientist so was self-taught in economics, 
with a similar creative imagination, also displaying brilliance and originality 
from an early age. Clark was first appointed Lecturer in Statistics at the 
University of Cambridge in 1931, before moving to Australia, where he spent 
a year at the Universities of Melbourne and Sydney, then as Director of the 
Queensland Bureau of Industry and as the Queensland Government 
Statistician between 1938 and 1953 before he returned to England, but set-
tled permanently in Australia from 1978.

His Herculean data collection efforts in the 1930s remain unparalleled to 
the modern day. He was inspired by Bowley (1895, 1913), and built on key 
contributions by Marshall (1890), who had considered an aggregate idea of 
national income, leading to the modern measure of gross domestic product 
(GDP). Alfred Flux (1924, 1929) was another precursor who, with Bowley, 
pioneered the Census of Production to create a measure from the supply side 
as well as estimating the national income, as was Stamp (1916) (see Tily 
2009). Tily as well as Millmow (2019) and Chapter 16 of the current volume 
provide excellent discussions of Clark’s major contributions to the develop-
ment of national income accounts, and as Tily remarks: ‘The breadth and 
depth of Colin Clark’s work in the 1930s–funded from his own resources, it 
should be added—marked him out as the most resourceful and innovative 
National Accountant of them all’ (Tily 2009: 356). (See Darnell (2018) for 
more detail on Bowley.)

1 Oxford’s Contributions to Econometrics 

https://doi.org/10.1007/978-3-030-58471-9_11
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Clark is credited with inventing the concept of “gross national product” 
before Kuznets (1946) invented GDP, and later was influential in setting up 
the national accounts for Australia. He produced many journal papers and 
books, including The National Income, 1924–1931, published in 1932 (Clark 
1932), and National Income and Outlay, in 1937 (Clark 1937). Clark also 
developed a system of equations explaining the US trade cycle during the 
period 1921–1941 (Clark 1949), an embryonic macroeconomic model and 
contributed to development studies (see Maddison 2004).

3.2  Oxford Institute of Statistics

The next significant step in the development of Oxford statistics was again by 
its economists, who were increasingly keen to build economic theory on a 
foundation of sound data analysis. This led to the creation in 1935 of an 
Institute of Statistics financed by the Rockefeller Foundation with a Director 
holding a new Readership in Statistics (see Chapter 6 in this volume by 
Toporowski). As Oxford’s first research institute in statistics, the new organ-
isation was concerned with economics as well as statistics in relation to eco-
nomic data, features made more obvious in 1962 when it was renamed the 
Institute of Economics and Statistics (IES). Chester (1986) provides a history 
of IES to 1985.

The first Director of the Institute of Statistics in 1935 was the econometri-
cian Jacob Marschak, who was born in Kiev in 1898 as the son of a Jewish 
jeweller. Marschak had lived an eventful life in Russia and Germany until 
coming to Oxford fleeing Hitler. He moved to the USA in 1938 where he had 
a distinguished career at the Cowles Commission.

During the war years, the Acting Director of the Institute was Sir Arthur 
Bowley, the distinguished economic statistician who had recently retired from 
a chair at LSE. Although not primarily a statistician, Michał Kalecki was also 
housed at the Institute from 1939 to 1945 where he contributed to analysing 
data on many aspects of the Second World War, publishing in the Bulletin. 
Hubert Henderson, Acting Director of the Institute at the time, recorded his 
appreciation for Kalecki when he left: ‘[T]he repute that the Institute has won 
as a war-time centre of lively, yet scientific and realistic economic study, owes 
much to your stimulating influence’ (Henderson quoted in Toporowski 2018: 
141). David Worswick (see Chapter 19 in this volume by Seneca) was at the 
Institute from 1940 to 1960, but did not regard econometrics favourably, 
arguing that it made ‘pretend-tools’ (Worswick 1972: 79) while trying to 
achieve Frisch’s aims.

 D. F. Hendry and B. Nielsen

https://doi.org/10.1007/978-3-030-58471-9_6
https://doi.org/10.1007/978-3-030-58471-9_19
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The Readership was then filled by David Champernowne, who also became 
Director of the Institute from 1945 to 1948 and Professor of Statistics from 
1948 to 1959, after which he returned to Cambridge where he had read 
mathematics and then economics, graduating in 1934. Champernowne went 
on to do research on income distribution, for which he was the first to provide 
a statistical model. In 1937, this work earned him a Prize Fellowship at King’s 
College, Cambridge. He continued to work on income distribution for the 
rest of his academic career (see Boianovsky 2017 for more details).

The Oxford Institute of Statistics then became home to a steady stream of 
distinguished economic statisticians and econometricians. In roughly chrono-
logical order, Frank Burchardt was the Director after Champernowne in 
1948, and he helped attract Lawrence Klein, later a Nobel Prize winner. Klein 
worked at the Institute from 1954 to 1958 during the McCarthy era, and 
helped develop the first UK macroeconometric model with James Ball, Arthur 
Hazlewood and Peter Vandome (Klein et al. 1961a). Klein spoke of his asso-
ciation with the Institute in its early days in his Nobel Prize autobiography.2

Some of the papers related to Klein’s macroeconomic modelling were pub-
lished in the Bulletin of the Oxford Institute of Economics and Statistics, estab-
lished in 1939, changing its name in 1973 to the Oxford Bulletin of Economics 
and Statistics. Ball et al. (1959) published “Econometric Forecasts for 1959” 
(for the UK) in the February issue of 1959, while the February 1961 issue 
contained “Re-estimation of the Econometric Model of the UK and Forecasts 
for 1961” by Klein et al. (1961b). That issue also published “A Post-Mortem 
on Econometric Forecasts for 1959” by Hazlewood and Vandome.

Next, IES was home to Gerhard Stuvel (see, for example, Stuvel 1965), 
Christopher Winsten (whose serial correlation correction method in a 1954 
Cowles Discussion Paper with Sig Prais became widely cited (Prais and 
Winsten 1954)), N. Schwartz and John Hammersley (at Oxford from 1961 
and whose excellent 1964 book on Monte Carlo methods with David 
Hanscomb (Hammersley and Handscomb 1964) helped Hendry and Pravin 
Trivedi develop their 1972 paper: Hendry and Trivedi 1972). They were fol-
lowed by a non- econometrician, Teddy Jackson, as Director, then Hendry 
(who was Director from 1982 to 1984) and Stephen Nickell, who was its final 
Director from 1984 to 1997.

3.3  James Meade

James Meade (later another Nobel Prize Laureate) was born in Swanage, 
Dorset, in 1907 and attended Oriel College, Oxford, in 1926 to read Greats, 

2 See https://www.nobelprize.org/prizes/economic-sciences/1980/klein/biographical/.
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but switched to Philosophy, Politics and Economics (PPE), securing an 
outstanding First. During 1930−1931, he was a postgraduate at Christ’s and 
Trinity Colleges, Cambridge, where he had discussions with Dennis Robertson 
and John Maynard Keynes among other distinguished economists. Meade 
was a Lecturer at Hertford College, Oxford, from 1931 to 1937 before going 
to the League of Nations. In the Second World War, he was a member of the 
Economic Section of the War Cabinet Secretariat. It was in that role that 
together with Richard Stone (see Barker 2017) they developed estimates of 
UK national income accounts (NIAs) under Keynes, who perhaps had under-
stood the crucial role of data from his (1920) calculations of the impossibility 
of Germany paying the reparations imposed in the Treaty of Versailles, as well 
as Keynes’s desire to know what resources the UK had available to fight the 
Second World War (see Howson 2017 for more details).

The Oxford Savings Surveys were another major data resource, first analysed 
by Fisher (1956), reinforcing Oxford economics role in data curation. That 
paper led to the complete May 1957 issue of the Bulletin being devoted to 
empirical studies of the consumption function with a galaxy of contributors, 
including Albert Ando and Franco Modigliani, Milton Friedman, Trygve 
Haavelmo, Lawrence Klein, Denis Sargan and James Tobin, making five Nobel 
Laureates (Hendry and Phillips (2018) provide more detail about Sargan).

3.4  Martin Feldstein

Martin Feldstein was a Fellow of Nuffield from 1964 to 1967, the year in 
which he received his DPhil (doctorate) supervised by Terence Gorman (and 
later became an Honorary Fellow). Feldstein’s research pioneered the empiri-
cal analysis of production functions for hospitals using differences in location 
and time within the National Health Service (NHS) to estimate the costs and 
benefits of various medical procedures. His findings were published in both 
medical and economics journals, as well as a book (Feldstein 1967), helping 
shift analyses of healthcare productivity from studies of specific cases to 
population data sets (see https://voxeu.org/article/ideas- and- influence- 
 martin- feldstein- 1939- 2019).

3.5  Grayham Ernest Mizon

Grayham Mizon was the RTZ Research Fellow at St Catherine’s College, 
Oxford, from 1970 to 1973 during which time he published important 
research on estimation and inferential procedures in non-linear models, 
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before returning to LSE (see Mizon 1974, 1977). He remained a long-term 
collaborator of Hendry and was a key participant in most of the Economic 
and Social Research Council (ESRC)-funded econometrics research 
programmes at Nuffield College from 1988 to 2002 and an Associate at the 
Institute for New Economic Thinking at the Oxford Martin School from 
2012 to 2018.

3.6  Alan Brown

Alan Brown moved to Oxford in 1970 and was associated with IES and as 
editor of the Bulletin until his death in 1984 (see, for example, Aitchison and 
Brown 1957, and Brown and Deaton 1972). Stone (1985: 194) refers to 
Brown as ‘a mainstay of advanced studies in econometrics and development 
economics’ and Creedy (2008: 8) admired him as a thesis supervisor (Brown 
had examined Hendry’s PhD thesis).

3.7  Other Faculty

Other faculty who also taught econometrics at Oxford before (and after) 1980 
included Michael Dempster who did so during the 1970s, as did Michael 
Surrey (see Surrey 1971), Robert Bacon (see, for example, Bacon 1991), fol-
lowed by David Begg (see Corker and Begg 1985), and Christopher Gilbert 
(see Gilbert 1976, 1986). Jerry Hausman was a doctoral student then, gradu-
ating in 1973 (see Hausman 1974—later also an Honorary Fellow of 
Nuffield). As a lead into the next section, Jim Poterba was a doctoral student 
supervised by Hendry, graduating in 1983 when he was already a Junior 
Research Fellow at Nuffield (see, for instance, Poterba and Summers 1983).

4  Oxford Econometrics, 1980–2000

When Teddy Jackson retired as IES Director in 1982 after focusing on devel-
opment economics, the University proposed closing the Institute as part of 
the savings it needed, but offered the first author (newly arrived from LSE) 
the chance to run it (unpaid) to see if it could pay its way. By renegotiating 
the royalties accruing to its Bulletin sufficiently to fund a full-time Director, 
in 1984 Steve Nickell (see Ours 2018 for more detail) was attracted to that 
role, which he held until IES was merged into the new Department of 
Economics. IES and the Bulletin quickly returned to their statistical roots by 
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being at the forefront of the cointegration wave, and by 1986 the Bulletin was 
becoming one of the most cited “statistics” journals, though read by few non- 
economics statisticians! While he was Director, Hendry started a tradition of 
fortnightly econometrics lunches where all interested faculty and graduate 
students could meet and discuss their teaching and research, which still con-
tinues. Throughout, there has also been a fortnightly econometrics seminar as 
a venue for non-Oxford speakers.

It often surprises readers that despite having existed for hundreds of years, 
Oxford did not have a department of economics until almost the end of the 
twentieth century (for a brief history, see https://www.economics.ox.ac.uk/
about/about- homepage). Before 1997, economics teaching was college based, 
with colleges having their own fellows who taught PPE. There was a taught 
BPhil degree for graduates from 1945, which became an MPhil in 1979, with 
much more technical economics and econometrics content. Over this period, 
economics had a “sub-faculty” status with IES and Nuffield College being 
focal points. By way of comparison, the Department of Statistics was only 
created in 1988.

4.1  Nuffield College

Somewhat earlier, Nuffield College had been founded in 1937 as a graduate 
college of the University specialising in the social sciences, particularly eco-
nomics, politics (especially psephology) and sociology. Nuffield had close ties 
with IES, many of whose members were fellows of the College. Before the 
creation of an Economics Department, Nuffield acted in lieu of a department 
as it had the largest number of economics faculty, with many of the main 
graduate lecture courses taught in the College. Statisticians and econometri-
cians have also often served as its Warden, including Sir David Cox, 
1988−1994, Sir Tony Atkinson, 1994−2005 (see Jenkins 2017 for more 
details), Sir Stephen Nickell, 2006−2012, and Sir Andrew Dilnot since then. 
Other statisticians who were fellows have included Klim McPherson, Clive 
Payne, Lucy Carpenter, David Firth, Garett Fitzmaurice and Tom Snijders; 
and its econometricians included Terence Gorman (see Chapter 21 in this 
volume by Neary and Honohan), John Muellbauer (see Chapter 26 by Duca), 
Hendry (see Chapter 24 by Ericsson) and Bent Nielsen (see, for example, 
Harbo et al. 1998 and Johansen and Nielsen 2009) in addition to those men-
tioned elsewhere. Nielsen has collaborated with many other Oxford faculty 
(see, for instance, Hendry and Nielsen 2007 and Vanessa Berenguer-Rico and 
Nielsen 2020) and contributed to a wide range of econometric theory devel-
opments as well as to teaching.
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Neil Ericsson joined Nuffield from LSE in 1982 as a Research Officer on 
an ESRC award with Hendry, starting another long collaboration from 
Hendry and Ericsson (1983), eventually published in 1991 as Hendry and 
Ericsson (1991). Adrian Neale followed in 1986, helping develop a menu-
driven program for Monte Carlo simulation experiments (see Hendry and 
Neale 1987). Olympia Bover was a Research Officer, 1985−1987, then 
Research Fellow, 1987–1989, at Nuffield and Manuel Arellano was also a 
Research Fellow at Nuffield, 1986−1989, and Research Lecturer at IES, 
1985−1989. Together with Steve Bond, Fellow at Nuffield since 1990 and 
previously a student there from 1984, he published the much-cited Arellano 
and Bond (1991) paper. This provided an estimation method for dynamic 
panels where the time-series dimension was relatively short. Gavin Cameron 
came in 1992 and mainly published with Muellbauer (see Cameron and 
Muellbauer 1998). Hans-Martin Krolzig joined as a Research Officer at IES 
and an Associate at Nuffield for a decade from 1995 and published extensively 
on Markov-switching and business-cycle modelling (see Krolzig 1997) as well 
as on econometric modelling with Hendry (see, for example, Hendry and 
Krolzig 1999). Stan Hurn, 1996–1998, and Katy Graddy also researched 
econometrics.

Two other long collaborations for Hendry that began in IES were with 
Mike Clements and Jurgen Doornik. That with Clements started with his 
doctorate, leading to a paper by Clements and Hendry (1993) (where the 
discussion was longer than the paper!), and numerous publications since, 
including Clements and Hendry (1998), as well as his participating in many 
of the ESRC research programmes at Nuffield (see ibid.). That with Doornik 
began in 1989, initially as a Research Officer on ESRC research programmes 
and then a Research Fellow at Nuffield College from 1996 on, developing Ox, 
an object-oriented matrix language (see https://doornik.com/ox/, leading to 
Doornik and Hendry 1992, applied in Hendry and Doornik 1994; also see 
the much-used test in Doornik and Hansen 2008).

Neil Shephard was a Fellow of Nuffield over 1991−2013 and Professor of 
Economics, 1999−2013, actively researching financial econometrics (see, for 
example, Ole Barndorff-Nielsen and Shephard 2001, 2002, 2004a, b, 2006, 
for which he received the Royal Statistical Society’s Guy Medal in Silver). He 
contributed importantly to econometric modelling of realised volatility, and 
developed stochastic volatility models, as well as methods for handling jumps 
in financial time series in research linked to similar advances for modelling 
breaks in macroeconomic data. Shephard also formulated methods for non- 
Gaussian and non-linear models, and with Michael Pitt, developed filtering 
by simulation using auxiliary particle filters (see Pitt and Shephard 1999). 
While at Nuffield, he was awarded a number of ESRC grants where Tina 
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Rydberg (see, for instance, Rydberg and Shephard 2003) and Frank Gerhard 
(see Gerhard and Hautsch 2002) were Research Officers. He co-founded the 
Econometrics Journal with David Hendry and his later research is discussed in 
Section 5.

Richard Spady was an Official Fellow of Nuffield over 1992−1999, and a 
regular visitor since then, researching non- and semi-parametric methods. 
Oliver Linton, a Research Fellow there from 1991 to 1993, also researched 
non-parametric methods. Bronwyn Hall, Professor of Economics and 
Professorial Fellow, Nuffield College, 1996−2001, brought a strong interest in 
econometric computing, and her Time Series Processor (TSP) software was 
linked into OxMetrics.

4.2  Doctoral Students

A major driving force behind advances in econometrics across a vast range of 
topics during the period from 1980 was a succession of brilliant DPhil stu-
dents adding to those mentioned above, including Anindya Banerjee (later a 
Fellow of Wadham College), Gregor Smith, John Galbraith, Juan Dolado 
(see, for example, Banerjee et al. 1986, 1993), Kate Desbarats, Carlo Favero 
(see Favero and Hendry 1992), Andreas Fischer (see Fischer 1989), Kivilcim 
Metin (see Metin 1995), Karim Abadir (see, for instance, Abadir 1992), 
Rebecca Emerson (see Emerson and Hendry 1996), Steven Cook (see Cook 
and Hendry 1993), Claudio Lupi (see Brunello et al. 2001), Pekka Pere (see 
Pere 2000) and Edmund Cannon (see Cannon and Tonks 2004).

In addition, some of the DPhil econometricians went into the commercial 
and public sectors, including Fritz Struth (state-space modelling), Massimo 
Fuggetta (financial econometrics: founder of Bayes Investments), Ian Harnett 
(consumption expenditure: founder of Absolute Strategy Research) and 
Lamin Leigh (money demand: who joined the IMF).

4.3  Research Funding

Over the period 1984−2000, numerous ESRC-funded research grants were 
attracted to Nuffield by research teams, including various econometricians 
from Arellano, Banerjee, Clements, Doornik, Hendry, Mizon, Muellbauer, 
Nielsen, Shephard and John Walker, totalling almost £2 million in nominal 
terms. In rough chronological order from 1984, grants investigated included 
Expectational Variables and Feedback Mechanisms, Structural Change, Model 
Evaluation, Economic Policy, Cointegration, Modelling Non-stationarity, 
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Financial Econometrics and Forecasting, the last of which was then supported 
by a five-year Leverhulme Personal Research Professorship for Hendry.

Links to economic historians continued to be important to the econome-
tricians, especially with major data creators like Charles Feinstein (see Feinstein 
1972) and Stephen Broadberry (see Section 6 in Offer 2017 and Chapter 4 in 
this volume by Offer), including joint teaching of a quantitative approach to 
the UK’s inter-war experience.

Nuffield also acted as a venue for many visiting econometricians, including 
several visits by (amongst others) Clive Granger, Rob Engle, Adrian Pagan, 
who was also a Nuffield Fellow for a period (see their interviews by Phillips 
1997, Diebold 2003 and Skeels 2016 respectively in Econometric Theory), 
Paul Ruud, Tom Rothenberg, Anders Rahbek and Gunnar Bårdsen.

5  Oxford Econometrics 
in the Twenty-First Century

With the creation of the Department of Economics in Manor Road, the insti-
tutional framework for Oxford econometrics changed. At the same time, the 
number of graduate students grew dramatically across the University and in 
economics, where a new MSc in Financial Economics was created jointly with 
the Saïd Business School in 2003. The Nuffield post-doc programme expanded 
as a joint venture with the Department. A compulsory econometrics compo-
nent was introduced in the undergraduate PPE programme.

The econometricians who arrived in Oxford at the faculty level over this 
period included Valérie Lechene, 1999–2006, Adrian Pagan, 2000–2003, 
Kevin Shephard, 2004, Martin Browning, 2006–2019, Debopam 
Bhattacharya, 2009–2015, Jennifer Castle, 2009, Sophocles Mavroeidis, 
2011, Michael Keane, 2012–2017, James Wolter, 2013–2018, Vanessa 
Berenguer-Rico, 2015, James Duffy, 2016, Anders Kock, 2017, Frank 
DiTraglia, 2019, Max Kasy, 2020 and Frank Windmeijer, 2020. There has 
been a constant flow of post-docs in econometrics, including Ola Elerian, 
2001–2002, Jeremy Large, 2005–2008, Jennifer Castle, 2006–2009, Brendan 
Beare, 2007–2008, Mika Meitz, 2006–2008, Shin Kanaya, 2008–2012, 
Vitaliy Oryshchenko, 2011–2014, Vanessa Berenguer-Rico, 2012–2014, 
Daniel Gutknecht, 2012–2015, James Wolter, 2012–2013, Liang Chen, 
2013–2016, Yingying Lee, 2013–2016, Marianne Bruins, 2014–2018, James 
Duffy, 2014–2016, Ryoko Ito, 2015–2017, Felix Pretis, 2015–2018, Stefan 
Hubner, 2016, Sander Barendse, 2018, Xiyu Jiao, 2019, and Susana Martins, 
2019. Research Officers included Marianne Sensier, Anthony Murphy and 
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Luca Nunziato. Following the 2008 financial crisis, Hendry received funding 
from the Institute for New Economic Thinking to set up a Program for 
Economic Modelling and to develop tools for forecasting after crises, which 
partly funded a number of the post-docs.

DPhil students in econometrics included Sule Akkoyunlu, Mavroeidis, 
Domenico Lombardi, Michael Massmann, Guillaume Chevillon, Castle, Carlos 
Santos, James Reade, Nicholas Fawcett, Julia Giese, Sonja Keller Canto, Pretis, 
Andrew Martinez, Oleg Kitov, Michael Pitt, Carlos Caceras, Taka Kurita, Diaa 
Noureldin, Qianzi Zeng, Heiko Hesse, Jiao, Matthias Qian, Aurora Manrique, 
Cavit Pakel and Clive Bowsher.

Neil Shephard’s research in financial econometrics continued to flourish. 
The returns on financial assets were modelled using volatility models driven 
by a Lévy process (see Barndorff-Nielsen and Shephard 2002). These are pro-
cesses allowing a continuous component and both large and many small 
jumps. The jumps can be estimated by power and bipower variation (see 
Barndorff-Nielsen and Shephard 2004a) and multivariate features can be esti-
mated by realised covariation (see ibid. 2004b). Shephard was involved in the 
creation of the MSc in Financial Econometrics and also in teaching the core 
financial economics paper. He attracted funding from the Man hedge fund to 
found the Oxford-Man Institute to study quantitative finance, and was its 
first Director in 2007–2011. Neil is currently Chair of the Department of 
Statistics at Harvard University.

In 2010, Sophocles Mavroeidis returned to a faculty position from Brown 
University, working on identification in macroeconomic models. Previously, 
he had worked on the problem of weak instruments in forward-looking mod-
els (Mavroeidis 2004, Kleibergen and Mavroeidis 2009). He next considered 
the empirical evidence on inflation expectations in the New Keynesian Phillips 
curve (Mavroeidis et  al. 2014), identification using stability restrictions 
(Magnusson and Mavroeidis 2014) and how learning in representative-agent 
forward-looking models can generate long memory endogenously (Chevillon 
and Mavroeidis 2018). This research was supported by a European Research 
Council (ERC) consolidator grant in 2015. Mavroeidis brought the 30th 
EC2 conference back to Oxford in 2019 after a long absence since the 4th 
EC2 conference hosted by Hendry in 1993.

5.1  Software Developments

Research in econometric computing took a new direction with the develop-
ment of automated software for model selection and detection of outliers and 
step shifts. Inspired by Hoover and Perez (1999), Hendry and Krolzig (1999, 
2005) developed the PcGets software, later replaced by Autometrics by 
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Doornik (2008) and accompanied by Gets in R by Pretis et al. (2018a). An 
asymptotic theory for outlier detection was initiated by Hendry et al. (2008) 
and Johansen and Nielsen (2009). The model selection project continues and 
involves a number of other researchers, students, post-docs and faculty, 
including Berenguer-Rico, Castle, Jiao and Qian.

Several new teaching courses were introduced, including Quantitative 
Economics in 2009 and Environmental Economics and Climate Change for 
PPE, and, as mentioned above, an MSc in Financial Economics with a financial 
econometrics core course. Research funding matched the change in emphasis to 
Economic Forecasting, Modelling, Forecasting and Policy in the Evolving Macro-
economy, Economic Modelling in a Rapidly Changing World, Rebalancing Theory 
and Evidence in Macroeconomics, Automatic Tests of Model Specification, Extending 
the Boundaries of Econometric Modelling, Our World in Data, New Approaches to 
the Identification of Macroeconomic Models and Climate Econometrics.

5.2  Easter Schools

Over the period 2001–2008, Hendry, Nielsen and Shephard organised a 
series of annual Easter Schools in econometrics funded by the Royal Economic 
Society and ESRC. The Schools had prominent speakers and attracted many 
students from across the world:

• Financial Econometrics: Enrique Sentana and Neil Shephard
• Micro-econometrics: Martin Browning and Hidehiko Ichimura
• Linear and Non-linear Non-stationary Time Series: Søren Johansen and 

Anders Rahbek
• Financial Econometrics: Torben Andersen, Tim Bollerslev and Nour Medahi
• Causality: David Cox, Nancy Cartwright, David Hendry, Jim Heckman 

and Steffen Lauritzen
• Panel Data: Manuel Arellano and Steve Bond
• Model Selection: Kevin Hoover, David Hendry, Benedikt Pötscher and 

Halbert White

6  Contributions to Data Provision 
in the Twenty-First Century

Oxford econometrics has continued its interest in data construction and 
organisation. The vast, easily accessed and immensely useful provision in Our 
World in Data (see https://ourworldindata.org/) by Max Roser and his team 
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Figure 1.1 UK GDP reconstructions, 1300–1700

is a major contribution to understanding the evolution of the world. Their 
database has curated many thousands of time series and maps from Age 
through Antibiotics and Biodiversity to Working Hours, covering economics, 
politics, climate, health, gender, sustainability, poverty and inequality, all 
beautifully presented graphically.

Recently, Apostolides et al. (2008) have performed the enormous task of 
estimating English GDP from 1300−1700, providing an incredibly long run 
of historical time series data, shown for what the authors call “GDP1” in 
Figure 1.1, pre- and post- their missing data period.3 The downward location 
shift following the Black Death starting in 1348 is very marked in the left- 
hand panel, as is the relative stagnation through to about 1500, both high-
lighted by using step-indicator saturation (SIS: see Castle et al. 2015). On the 
right-hand panel (note the different scales), the strong and relatively constant 
absolute growth from around 1550 onwards is equally obvious, and now SIS 
picks up the drop in GDP during the English Civil War (1642−1651), and 
the boom following its ending, as well as another boom over 1664−1672. 
While it may be thought to be anachronistic to create GDP data for a period 
where the concept was unknown, the authors’ detailed and extensive archival 
research is an important contribution to understanding the past, and builds 
on a long Oxford tradition in data curation.

3 For an update and continuous time series, see Broadberry et al. (2015).
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7  Climate Econometrics

The Climate Econometrics (CE)4 project at Nuffield (co-directed by Hendry 
and Pretis) brings together a multi-disciplinary group of researchers from eco-
nomics, econometrics, computing, climate science, political science and geog-
raphy. The aim is to develop and apply econometric tools to empirical 
modelling in order to better understand both how humanity has affected the 
global climate and how humanity has been affected in turn. Econometrics has 
proved a useful toolkit for statistically modelling high-dimensional dynamic 
economic systems subject to wide-sense non-stationarity (from stochastic 
trends and location shifts), outliers, potential non-linearities and simultane-
ous interactions, based on relevant but incomplete economic theory, so 
requiring model selection. Figure 1.2 illustrates the extreme wide-sense non- 
stationarity and huge outliers for UK domestic carbon dioxide (CO2) emis-
sions in tons per person per year from 1860 to 2017, also showing dramatic 
recent reductions following the Climate Change Act of 2008, with emissions 
now below levels recorded in the 1860s when the UK was the “workshop of 
the world”.

Figure 1.2 UK domestic CO2 emissions in tons per person per year, 1860–2018

4 Funded by the Robertson Foundation and Nuffield College: see http://www.climateeconometrics.org 
for more information.
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Since climate change is driven by economic activity creating greenhouse 
gas emissions (primarily CO2), similar econometrics modelling tools are prov-
ing valuable. Castle and Hendry (2019) and Castle et al. (2019) provide non- 
technical explanations of the modelling tools and forecasting methods 
respectively. Empirical examples include linking econometric models and cli-
mate systems (see Pretis 2020); damage caused by hurricanes (see Martinez 
https://sites.google.com/view/andrewbmartinez/current- research/damage- 
prediction- tool); modelling data on UK and global CO2 emissions (see 
Figure 1.2 for the former and Hendry and Pretis 2013 for the latter); the 
impact of volcanic eruptions on temperatures (see Pretis et al. 2016) and of 
temperature rises on output worldwide (see Pretis et al. 2018b); and even the 
role of CO2 during past ice ages (Castle and Hendry 2020).

Post-doctoral researchers on the climate team include Doornik (economet-
rics and computing: see Doornik 2008), Luke Jackson (oceanography: see 
Jackson and Jevrejeva 2016), Ryan Rafaty (climate policy: see Farmer et al. 
2019), Sam Rowan (climate policy: see Rowan 2019), with Susana Martins 
(financial econometrics) and Jiao (econometrics) just joining, as well as DPhil 
students Moritz Schwarz and Jonas Krule, and research assistant Lisa 
Thalheimer. Angela Wenham is the communications officer and DPhil gradu-
ate Martinez recently left (econometrics and forecasting: see Castle et al. 2017).

Such a project also reflects a number of general developments in economet-
rics which have led from single topics to multi-disciplinary studies, from sin-
gle authors to multiple, and spreading from being primarily economics 
focused to seeing applications in many other observational-data disciplines. 
An interesting future for Oxford econometrics lies ahead.
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2
Development Economics at Oxford, 1950–2020

Frances Stewart and Valpy FitzGerald

1  Introduction

Development economics as a distinct branch of economics emerged after the 
Second World War as newly independent countries and other poor countries 
sought assistance—finance, technology and policy advice—in realising their 
economic goals. Broadly, development economics is directed at understand-
ing how developing economies work and providing policy advice. New insti-
tutions were established in response to the post-colonial context—in 
particular, specialised UN agencies, the Bretton Woods institutions and devel-
oped countries’ aid ministries. Naturally—and particularly in the UK—this 
new and specialised field of economics built on the foundations of colonial 
economics in general and empirical knowledge of Africa and South Asia in 
particular. However, the new field also had important foundations in the European 
approach to the study of the process of industrialisation, socio-economic 
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transformation and how to “catch up” with the most advanced nations. Both 
traditions were (and still are) represented in Oxford development economics, 
as we shall see.

During the war years, Oxford’s Institute of Economics and Statistics (which 
had been established in 1935 in order to construct economic theory on the 
basis of a sound foundation of data analysis) gave a home to leading European 
refugee economists, among them founders of development economics in their 
own political economy tradition such as Michał Kalecki and Kurt Mandelbaum, 
as well as other key theorists of industrialisation such as Ernst Schumacher 
and Josef Steindl. The experience of British wartime controls and post-war 
reconstruction also provided the justification for State intervention, economic 
planning and basic needs provision which were to profoundly affect hetero-
dox development economists at Oxford.

The post-war influence of Keynesianism in Oxford, through Roy Harrod 
and John Hicks, was also directly relevant to development economics—due to 
Harrod’s emphasis on growth and capital accumulation on the one hand, and 
Hicks on incomes and employment on the other. The notion that output and 
productivity growth, full employment and rising living standards for the pop-
ulation as a whole could and should be the goal of macroeconomic policy was 
important to the new generation of development economists at Oxford.

Nonetheless, the Oxford chair explicitly devoted to the study of the econo-
mies of developing countries was only created in 1963, when Herbert Frankel 
became Professor of the Economics of Underdeveloped Countries, a post he 
was to hold until his retirement in 1971. His title had initially been Professor 
of Colonial Economic Affairs on its creation in 1944, and subsequently 
Commonwealth Professor of Economic Affairs. Meanwhile, the Institute of 
Colonial Studies became the Institute of Commonwealth Studies and eventu-
ally the Oxford Department of International Development (ODID).

Development economics at Oxford has made major contributions to the 
analysis of development economics worldwide. Oxford development eco-
nomics was never monolithic. For much of the time, two schools can be dis-
tinguished: one reflecting mainstream economics and using neoclassical 
assumptions applied to developing countries, the other more critical, adopt-
ing institutional and political economy approaches, often drawing in and 
working with various disciplines. The two schools had distinct intellectual 
roots, broadly corresponding to the colonial/neoclassical and Keynesian/
European traditions sketched above. They were occasionally in direct conflict, 
often worked on parallel lines, but usually cooperated, particularly in teaching 
the subject to generations of undergraduates and postgraduates. This chapter 
traces the story from 1950 to the present day.
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Section 2 of the chapter surveys the changing context and the institutional 
evolution of development economics in Oxford. Section 3 reviews the contri-
butions of development economists which we interpret to include scholars 
studying the economies of what are commonly known as developing coun-
tries—hence, we include those working on topics of direct relevance to devel-
oping countries, some of whom also worked on other issues and might not 
describe themselves as development economists. Section 4 concludes with 
some reflections on the nature of this field of economics, the Oxford contri-
bution in both theory and practice, and possible directions for the future.

2  Context and Institutions

2.1  The Changing Context

During the seven decades covered in this chapter, both the prevailing eco-
nomic environment facing developing countries and dominant thought 
among economists changed significantly. As far as the social and economic 
environment is concerned, the period starts with deep and rather uniform 
underdevelopment in the colonies and newly independent countries of the 
Third World, as well as countries in Latin America which, though formally 
independent for many decades, were subject to “informal colonisation”. 
Very low incomes and poor social indicators, a heavy dependence on agri-
cultural production and primary commodity exports, weak and deteriorat-
ing terms of trade, and small “modern” sectors presented the main challenges 
facing developing countries, while the developed countries still showed the 
scars of the Second World War and their economies remained subject to the 
controls and restrictions introduced during the war. For about three decades 
after the Second World War, most developing countries remained inward-
looking with many constraints on production, trade and capital, in contrast 
to developed countries where government intervention in both internal and 
external markets was progressively reduced. However, from around 1980, 
marketisation accelerated in developed countries in response to political 
changes, while a debt crisis greatly increased the influence of the interna-
tional financial institutions (IFIs) over policy-making in many developing 
countries, and consequently government intervention in the economy were 
radically reduced and international integration of product and capital (but 
not, of course, labour) markets followed in a process which came to be 
described as “globalisation”.
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The pace and nature of economic development varied considerably among 
countries over the succeeding decades, so that by 2000, the Third World was 
far less homogeneous, with differences among countries providing abundant 
material for the analysis of causes and consequences of structural and policy 
change. Social indicators showed considerable improvement almost every-
where; the gap between developed and developing countries narrowed, and 
some countries effectively caught up with developed countries in industriali-
sation and incomes (Nayyar 2013). However, over one-and-a-half billion 
remained in extreme poverty, many in so-called middle-income as well as 
low-income countries and poverty incidence was particularly high and persis-
tent in Sub-Saharan Africa (Ravallion 2016).

Mainstream economics also changed over these decades. For three decades 
after the Second World War, Keynesianism was dominant. However, it was 
largely displaced in the late 1970s, partly due to the theoretical work of 
Friedrich Hayek and Milton Friedman, but also as a result of political changes. 
The neoclassical paradigm became dominant in economics departments from 
then on, albeit challenged by unorthodox economists such as Joe Stiglitz. This 
radical change in mainstream economics undoubtedly affected the teaching of 
and research into development economics. Despite this, it should be empha-
sised that many development economists adopted a neoclassical approach 
throughout this period, while others stuck to a broadly Keynesian approach. 
This is illustrated by the differences in approach of economists working on 
development in Oxford.

Another change that affected development economics at least in the UK 
was the British government’s policies towards development cooperation gen-
erally and development research in particular. With decolonisation, the gov-
ernment was concerned to promote relations with the newly independent 
countries through commercial, cultural and academic relations, and a govern-
ment department devoted to development was initiated. Its status—whether 
independent or part of the Foreign and Commonwealth Office—changed 
according to which government was in power. Resources devoted to aid rose, 
culminating in a statutory commitment to the achievement of the United 
Nations target of 0.7% of annual gross national income in 2015. Consequently, 
there was financial support for area and development studies centres, for 
research and for training, as well as numerous consultancy opportunities to 
assist in the disbursement of aid. Research funding increased substantially, 
gradually switching from support for relatively small projects to large grants 
administered competitively. Development economics in the UK generally 
flourished in this environment.
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2.2  Institutional Evolution in Oxford

The institutional centres in Oxford where development economists congre-
gate have been of considerable importance in generating collaborative research 
and the fertilisation of ideas, as well as in encouraging interdisciplinarity. The 
main institutions of relevance were the Institute of Economics and Statistics, 
later evolving into the Economics Department, Queen Elizabeth House 
(QEH), eventually becoming the ODID, Nuffield College, and a number of 
regional studies centres.

QEH was constituted by Royal Charter in 1954 as a residential centre 
affiliated to the University which people concerned with the study of 
Commonwealth affairs could visit in order to make contacts and exchange 
ideas. In 1961, the Institute for Commonwealth Studies moved into QEH, 
bringing with it Oxford academic positions from a number of disciplines, 
mainly non-economists. In 1968, the economist Paul Streeten became 
Director, and it was then that QEH became a focus for development econom-
ics. The Agricultural Economics Research Institute was subsumed into QEH 
in 1986 when the latter became a fully fledged department of the University. 
Subsequently, QEH introduced graduate degrees, including the multidisci-
plinary MPhil in Development Studies, a doctorate in Development Studies 
and, over time, several other Master’s programmes, as well as becoming 
responsible for the MSc in Economics for Development. The Department 
was renamed the Oxford Department for International Development in 2008.

Nuffield College is a multidisciplinary graduate college—covering eco-
nomics, politics and sociology—founded in 1937. Prominent economists 
associated with the College at various times who have contributed to develop-
ment economics include Ian little, James Mirrlees, Nicholas Stern and 
Amartya Sen.

In the 1960s, the University established regional studies for Latin America, 
the Middle East, Japan, Russia and Eastern Europe and appointed young 
research-driven economists. They made a valuable contribution to develop-
ment research through their knowledge of the economies of particular regions, 
combined with a concern for historical, institutional, socio-political and pol-
icy issues.

The two centres most relevant to development were the Latin American 
Centre (LAC), created in 1964, and the Centre for the Study of African 
Economies (CSAE), established in 1991. In LAC, economists have adopted a 
historical and institutional approach, often conducting multidisciplinary col-
laborative work, usually involving an extensive international collaborative 
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network with colleagues from both the Americas. Oxford economists associ-
ated with the Centre have included Rosemary Thorp, Valpy FitzGerald and 
Diego Sanchez-Ancochea. CSAE was set up with an ambitious research agenda 
covering both macro- and microeconomic questions, all with a central focus 
on understanding how poverty in Africa could be reduced, using advanced 
theory and statistical techniques, particularly household surveys to investigate 
poverty, and firm-level data to investigate sources of low productivity within 
manufacturing firms. The Centre was initially directed by Paul Collier1 with 
Francis Teal as Deputy. Besides them, senior researchers included Chris Adam, 
Abigail Barr, David Bevan, Marcel Fafchamps and John Knight, as well as 
many younger researchers, including a number of African scholars. It became 
a focal point for collaborative work among numerous African countries and 
produced both detailed country-level research and comparative work across 
these countries. The major innovation, for an African-focused research agenda, 
was that household and firm surveys were designed to generate panel data.

Although there was no centre for Asian studies as such, South Asia was a 
focus of extensive study throughout the period.

3  The Contributions of Oxford 
Development Economists

3.1  The Early Years

In the 1950s and 1960s, Herbert Frankel, Hla Myint, Colin Clark, Thomas 
Balogh, Peter Ady, Ursula Hicks and Peggy (Margaret) Haswell were the most 
active of the development economists at Oxford. Echoing later developments, 
they (and those who worked with them) fell broadly into different categories: 
Frankel and Myint were strong (and at the time unfashionable) advocates of 
the merits of the market and highly critical of State intervention. However, as 
Toye states of Frankel, ‘he found few Oxford colleagues who shared his ven-
eration of the market mechanism’ (Toye 2009: 175). Balogh was much more 
critical of market economics, believing that State intervention was essential to 
generate development; Clark adopted a statistical approach, aiming to detect 
broad trends in national income and sectoral shares; and Ady, Hicks and 
Haswell provided careful analysis in their respective fields (national income 

1 This chapter covers some of Paul Collier’s work, but is not comprehensive, as he is also the subject of a 
separate chapter in this volume.
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accounting in the case of Ady; taxation in that of Hicks; and Haswell worked 
on peasant agriculture).

Frankel was a South African and a dislike of the paternalism of the apart-
heid semi-colonial State there inspired his ideas. While at the London School 
of Economics (LSE), he had also been influenced by laissez-faire anti-State 
economists, such as Hayek, Frank Paish and Lionel Robbins. A precursor of 
the conditionality later practiced by the IFIs, Frankel argued that aid should 
be dependent on ‘the integration of their countries into the free world econ-
omy’ (Frankel 1952: 324). However, unlike many in this school of econom-
ics, he was suspicious of mathematics and believed that ‘economic behaviour 
was inherently embedded in the peculiarities of individual societies’ (Toye 
2009: 176). Myint became Lecturer in Colonial Economics at Oxford in 
1950 later renamed Lecturer in Underdeveloped Countries and left in 1965. 
Like Frankel, he was greatly influenced by Hayek (his doctoral supervisor) 
and by his experience in Burma where he worked intermittently as an eco-
nomic adviser. He shared Frankel’s suspicion of planning and other govern-
ment intervention and broadly supported a laissez-faire approach (Myint 
1964). His major original contribution was the application of Adam Smith’s 
notion of trade as a “vent for surplus”: departing from the assumption of full 
employment, he argued that free trade would enable developing countries to 
find a market for their surplus agricultural output which would otherwise be 
unused (Myint 1958).

Balogh, who became a Fellow of Balliol in 1940, was a heterodox political 
economist, an adviser to numerous governments and central banks, including 
those of India, Malta, Jamaica, Greece, Mauritius, Algeria and the Sudan, as 
well as being Adviser on Economic Affairs in the Cabinet Office of the UK 
during Harold Wilson’s premiership. His contributions to development eco-
nomics were mostly critical rather than creative, showing the weaknesses in a 
variety of models and policies. He was welcomed by progressive governments 
for his ability to understand the politics of decision-making and to identify 
equitable solutions (Balogh 1963, 1966).

Clark was Director of the Agricultural Economics Research Institute at 
Oxford from 1953 to 1969. In contrast to Frankel and Balogh, he was not 
primarily interested in theory, but in the accumulation of facts, drawing con-
clusions from broad trends. His approach can be seen as a precursor of Irving 
Kravis, Simon Kuznets and Hollis Chenery. The first edition of Clark’s most 
well-known contribution, Conditions of Economic Progress (Clark 1940), pre-
dated his Oxford appointment, although the third and final edition appeared 
in 1957. He was pioneering in comparing income per capita and agricultural 
productivity across countries, and in exploring trends in sectoral shares in 
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national income. Substantive conclusions included the observation that the 
share of agriculture declined as incomes rose, and the share of industry and 
services increased; he also pointed to increasing agricultural productivity as 
necessary for industrial development (Clark and Haswell 1964). More con-
troversially, he questioned the role of investment in economic growth, noting 
that it was a necessary but not sufficient condition (Clark 1961); and he 
argued that population growth and density could have a positive impact on 
growth (Clark 1967). This contrasted with Balogh’s view that rapid popula-
tion growth was one of the reasons for the slow growth in per capita income 
(Balogh 1966).

Hicks specialised in the public finances of developed countries, particularly 
the UK, writing a widely used textbook on the issue (Hicks 1947). She applied 
this expertise to developing countries, visiting, advising and writing, often 
with her husband, the eminent economist John Hicks. Hers was among the 
first analytic discussions of local government and local revenue raising in 
developing countries (Hicks 1961).2 She also contributed to the analysis of 
federal systems of government, exploring factors that led to such systems and 
those that accounted for their breakdown (Hicks 1978).

Ady was appointed the first Lecturer in Development Economics at Oxford 
in 1947 and a stand-in Director of QEH in 1976. She made significant con-
tributions to national income accounting in developing countries, first help-
ing to create integrated social accounts in Burma (Ady 1951) and subsequently 
reviewing accounts in a number of African countries, making the French and 
British approaches consistent, and pointing to data deficiencies and require-
ments (Ady and Courcier 1960).

Haswell became Lecturer in Tropical Economics in 1959. She conducted 
village studies both in West Africa and India, revisiting a village in the Gambia 
over four decades, from 1947 to 1987, as well as writing a textbook on tropi-
cal agriculture (Haswell 1967, 1973, 1991). Her village studies led to two 
important conclusions: first, the need to take a holistic approach to the analy-
sis of rural change; and second, the importance of analysing changes as they 
occur over time, rather than taking a snapshot (Haswell and Hunt 1991). Her 
work carefully traced how production patterns were affected by changing 
demography, investments in modern infrastructure, including roads and 
schools, and worsening environmental factors. Hers was the first of a number 

2 A review stated ‘had this book been published a few years ago it would have adorned the shelves of every 
District Commissioner’s office in the British administered territories in Africa and Asia, and what is more 
it would have been in constant use’ (Gunn 1962: 74).
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of important long-term village studies by Oxford economists, as we shall see 
later, and the only one of an African village.

Thus, while Oxford economists made important contributions to develop-
ment analysis over these early years, they were largely individual contributions 
and not collaborative efforts as occurred subsequently.

3.2  Flourishing of Development Economics 
from the Late 1960s

With the establishment of a government department in Britain specifically 
devoted to development in 1964, which supported development research in a 
variety of ways, development economics (and development studies more gen-
erally) became more organised and respected as a subdiscipline throughout 
the UK.3 From 1968, with the appointment of Paul Streeten as Director, 
QEH flourished as a centre for development research and, soon after, in 1971, 
Ian Little became Professor of the Economics of Underdeveloped Countries.

Streeten had been critical of orthodox micro-theory from his first writings 
in the 1940s. He was heavily influenced by Gunnar Myrdal, some of whose 
works he translated, and by his former tutor, the iconoclastic Balogh, who had 
a room in QEH. Streeten had also worked with Dudley Seers (in the Ministry 
of Overseas Development) who, like Myrdal, took a highly critical view of the 
use of Western economic concepts and models for analysing developing 
countries.

At QEH, Streeten, Balogh and Ady held a weekly development economics 
seminar which became the centre for critical analysis. Streeten attracted a 
group of younger scholars as students and research associates, including, Keith 
Griffin, Sanjaya Lall, Deepak Nayyar, Akbar Noman and Frances Stewart. 
Although the work of this group covered a large range of issues, they shared 
some common presumptions: that orthodox assumptions must be carefully 
and critically analysed with an emphasis on identifying hidden biases and 
values; and that analysis must be empirically grounded in developments in 
particular developing countries.

At the same time, at the other geographical end of Oxford—in Nuffield—
Ian Little attracted another talented group of development economists who 
took a more orthodox view. The group included Jim Mirrlees, Maurice Scott, 
Christopher Bliss, Max Corden (on Visiting Fellowships), and, among the 
young scholars, Vijay Joshi and Deepak Lal. The view shared among this 

3 The Institute of Development Studies at Sussex was founded in 1966 with support from the Ministry as 
Oxford did not make a sufficiently attractive offer when approached by Whitehall.
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group was that developing countries had made a grave mistake (as had their 
non-orthodox advisers) in neglecting the role of prices and the market in the 
allocation of resources. While the QEH team frequently collaborated with the 
United Nations, including United Nations Conference on Trade and 
Development (UNCTAD), United Nations Industrial Development 
Organization (UNIDO), United Nations Research Institute for Social 
Development (UNRISD) and the UN Centre for Transnational Companies 
(and occasionally the World Bank), the Nuffield group’s institutional links 
were largely with the OECD—Organisation for Economic Co-operation and 
Development—and the World Bank. The two groups worked on parallel lines 
and rarely clashed openly: the one notable exception was the debate between 
Stewart and Streeten on the one hand, and Little and Mirrlees on the other, 
on the appraisal of public investment projects in developing countries.

The underlying approach at QEH was a questioning of the automatic 
transfer of Western-designed concepts and theory to the different conditions 
of developing countries, developing an alternative analysis with an emphasis 
on institutional factors; and an attempt to include political as well as eco-
nomic elements. As Streeten wrote: ‘The main conclusion is to beware of the 
simple transfer of fairly sophisticated concepts from one setting to another, 
without close scrutiny of the institutional differences’ (Streeten 1972: 127). 
He himself had questioned Western concepts of employment presaging the 
later focus on the informal sector in his appendix to Myrdal’s 1968 Asian 
Drama. The QEH group adopted a similar critical approach to understanding 
the role of foreign investment, aid and technology. Particular contributions in 
the 1970s included analysis of foreign direct technology (Lall and Streeten), 
technological learning and capabilities (Lall), the role of appropriate technol-
ogy (Stewart), and the impact of aid (Griffin and Enos). Griffin and Heyer 
analysed agricultural strategies in an Asian and African context respectively, 
while Griffin, Stewart and Streeten explored alternative development 
strategies.

Foreign Investment, Technology, and Aid: Lall and Streeten’s analysis of mul-
tinational investment was the outcome of an empirical study of the costs and 
benefits of foreign direct investment (FDI) in six developing countries. They 
questioned two views then prevalent: on the one hand, that FDI had only 
positive benefits (Reuber et al. 1973); on the other, the views of nationalists 
and dependencia theorists that foreign investment was mainly destructive. The 
Lall/Streeten conclusion was that FDI could make a positive contribution, 
but that careful analysis of costs and benefits as well as regulation was needed, 
especially in relation to the hidden costs of technology transfer. This study 
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initiated Lall’s lifelong work on technology transfer, FDI and learning, on 
which he made major and lasting contributions.

These contributions took three forms. First, he provided careful empirical 
analysis of the transfer pricing practiced, in particular, among pharmaceutical 
firms, involving large losses of tax revenue for developing countries (Lall 
1979). Second, he was among the first to notice the growing significance of 
Third World multinationals, investing in the North as well as other develop-
ing countries. Moreover, Lall showed that these investments were not only 
concentrated in small-scale labour-intensive activities, but some involved 
quite sophisticated capital-intensive processes, and he predicted rightly—in 
contrast to other observers—that this was likely to be of growing importance 
(Lall 1983). This led him to assume a major and long-lasting research interest 
in why, when and how developing country firms created technological capac-
ity of their own and were not simply passive recipients of Western technology. 
Lall’s analysis of the phenomenon of “technological capability”—its causes 
and consequences, all based on in-depth empirical analysis of particular firms 
in a range of countries—was path-breaking (Lall 1982, 1987, 1992). It had 
strong policy implications, including supporting a certain type of selective 
industrial policy and questioning the free trade approach that was supported 
by the World Bank, especially from the 1980s, and widely advocated by main-
stream economists. Later, after his untimely death, Lall’s work was carried on 
at Oxford by Xiaolan Fu, as we shall see below.

Stewart, too, questioned the generally accepted approach to technology, 
but from a different angle, criticising the neoclassical assumption of the exis-
tence of a range of efficient technical choices of varying labour and capital 
intensity (Stewart 1977). Rather, she showed, again based on empirical cases, 
that capital-intensive technologies generally dominated, being much more 
efficient than most labour-intensive ones. This arose because the technologies 
were developed in high-income countries to suit their own conditions. She 
showed that this lack of choice explained the limited modern-sector employ-
ment opportunities, and argued, along with Schumacher (1973), that there 
was a need for efficient appropriate technology reflecting conditions in devel-
oping countries; moreover, Stewart developed the concept of “appropriate 
products”—consumer goods specifically designed to meet the needs of poor 
people—arguing that the absence of such products further impoverished such 
consumers.

The role of aid was also subject to critical scrutiny by Griffin and Enos 
(Griffin 1970; Griffin and Enos 1970)—Griffin had been a student of Streeten 
and Balogh and was closely associated with QEH, becoming its Director from 
1978 to 1979. Enos and Griffin concluded—on the basis of theoretical 
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arguments and empirical evidence—that aid might not promote economic 
growth and might indeed retard it, partly because of a negative impact on 
domestic savings. They were among the first to make this point, and a large 
theoretical and empirical literature ensued, much of it confirming their argu-
ments, though problems of the direction of causality were not fully resolved.

Griffin also produced an important book on the Green Revolution of the 
1950s and 1960s, in parallel with a growing literature by Indian economists. 
New hybrid seeds introduced and promoted by the Consultative Group on 
International Agricultural Research in the 1970s were expected to transform 
agriculture and reduce poverty as a result of a large increase in agricultural 
productivity (Brown 1970). However, in one of the first challenges to the 
unqualified positive view of the impact of the new seeds, Griffin (1974) sug-
gested that they were ‘“landlord-biased” … suitable only for those who had 
access to good irrigation facilities and plenty of working capital’ (Griffin in 
Boyce 2011: 271). Griffin argued that the nature and impact of technology 
change depended on the institutional context, and that in the South Asian 
case this meant that the technology was unequalising, leaving out most poor 
people. In contrast, a study of the village of Palanpur (described below) 
showed an equalising impact (Bliss and Stern 1982). Twenty years later, a 
review of over 300 studies of the impact of the Green Revolution showed that 
80% of the studies confirmed Griffin’s view (Freebairn 1995).

Rural development in Sub-Saharan Africa was analysed by Heyer et  al. 
(1981). On the basis of extensive country studies from the region, they argued 
that “rural development” was imposed by outside agencies, notably the World 
Bank, and like the Green Revolution analysed by Griffin, this was rarely in the 
interests of African peasant farmers, which largely accounted for the near- 
universal failure of the programmes.

Joseph Stiglitz was a Visiting Fellow at St Catherine’s College (1973–1974) 
and held the Drummond Professorship of Political Economy from 1976 to 
1979. During his Fellowship, Stiglitz’s work reflected his penetrating insights 
into market imperfections arising from their very structure, drawing on 
research in Kenya. Thinking about development problems led him to rethink 
the way that real markets work in a world characterised by asymmetric infor-
mation and unequal asset distribution. This was shown in two papers from his 
time at St Catherine’s: one on the determinants of wages and unemployment 
(Stiglitz 1974a), and the second on the functioning of sharecropping (Stiglitz 
1974b). While holding the Drummond Chair, he produced an important 
paper on surplus labour and the distribution of income in developing coun-
tries which explored the implications of the efficiency wage hypothesis for 
shadow prices in the urban sector, showing that under certain circumstances 
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the opportunity cost could be negative (Stiglitz 1976). He also analysed com-
modity price stabilisation schemes with David Newbery: they showed that 
long- and short-run implications could differ and that any conclusions 
depended on behavioural assumptions (Newbery and Stiglitz 1979).

Strategies of Development: In the course of the 1970s, problems with the 
import-substituting, growth-oriented strategy of development then adopted 
became apparent—in particular, although countries’ economic growth was 
generally quite good, poverty and inequality were high and too few jobs were 
created for the growing workforce. The strategy was criticised by both Nuffield 
and QEH groups albeit from different perspectives.

The main emphasis of the Nuffield group was on inefficiencies in the mar-
ket interventions of the strategy. The first major contribution was the work of 
Ian Little and Jim Mirrlees, who produced a new method of social cost- benefit 
analysis for project evaluation (Little and Mirrlees 1969, 1974). Existing 
methods of evaluating public investment focused on estimating the monetary 
value of unpriced externalities, measuring a project’s net benefit in terms of its 
contribution to domestic consumption, and taking domestic prices (market 
prices) as a guide to costs and benefits. Little and Mirrlees argued that with 
high levels of protection, then prevalent in most developing countries, a proj-
ect might show high values at domestic prices, yet be uneconomic since the 
country could consume more by importing the product and exporting some 
other commodity. They therefore advocated valuing project costs and benefits 
on the basis of opportunity costs, using border or world prices for tradable 
commodities and social marginal costs for non-traded commodities taking 
into account both the low marginal productivity of labour and the additional 
consumption that wage employment generated. This procedure would show 
that many of the industries that had developed in the presence of high import 
tariffs and quotas had a negative present value—in effect, they were arguing 
that world prices would broadly give the correct signals. In contrast to most 
methods of social cost-benefit analysis, Little and Mirrlees downplayed the 
role of externalities and, initially, gave limited attention to income 
distribution.

Their method was criticised by some Oxford economists—for example, for 
assuming full capacity domestically so that extra output would not be a net 
addition but would displace other potential production, and for understating 
linkage and dynamic effects of projects (Joshi 1972; Stewart and Streeten 
1972; Stewart 1978). Nonetheless, as Healey stated: ‘The Little-Mirrlees 
methodology is a major contribution to the theory and practice of cost-bene-
fit analysis’ (Healey 1972: 150).
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For a while, the approach was quite widely adopted—for example, it 
became the standard approach in Kreditanstalt für Wiederaufbau, the German 
state-owned development bank. Oxford economists, including Maurice Scott, 
Nick Stern and Deepak Lal, then a Research Officer at Oxford, adopted the 
method for particular evaluations (Stern 1972; Lal 1972; Little and Scott 
1976; Scott et al. 1976), but UNIDO and the World Bank each developed 
their own methodologies (Dasgupta et  al. 1972; Squire and Van Der 
Tak 1975).

In the long run, the publication of Industry and Trade in Some Developing 
Countries by Little, Scitovsky and Scott in 1970 had a more profound effect 
than the work on social cost-benefit analysis (Little et al. 1970). This book 
was based on six country studies. It argued ‘that trade controls, and inward-
looking policies more generally, impose large economic costs and reduce 
employment and growth. It advocated radical trade liberalisation, but not 
laissez-faire: it was explicitly in favour of using taxes and subsidies to offset 
domestic market failures’ (Bliss and Joshi 2014: 321). The book made an 
important contribution to the growing number of critiques of the planning 
and market interventions in developing countries then prevalent—others 
included Balassa (1965, 1971), Krueger (1966, 1974) and Ranis (1972). 
Written in an accessible style, it was very widely read, and had a significant 
influence on the radical change in perspectives on development that occurred 
in the late 1970s, with a switch away from planning towards market reforms. 
This changing perspective in turn led to the dismantling of import protection 
that occurred in the 1980s and 1990s, as the debt crisis—as noted earlier—
empowered the International Monetary Fund (IMF) and World Bank to 
insist on such reforms. In 1982, Little wrote a textbook on economic develop-
ment, Economic Development: Theory, Policy and International Relations (Little 
1982), which carefully laid out the reasoning behind this neoclassical view of 
economic development, while criticising structuralist views.

In QEH, Stewart, Streeten, Griffin and James also criticised prevalent 
development strategies, but from a very different angle. Stewart and Streeten 
argued that to deal with the evident problems of unemployment, inequality 
and poverty, a three-pronged approach was required ‘combining signals and 
incentives, institutional reforms directed at the redistribution of assets (includ-
ing education) and technical and institutional innovation’ (Stewart and 
Streeten 1976: 403), while Griffin and James (1981) urged that radical asset 
redistribution was essential for a substantial reduction in poverty and explored 
ways of achieving this. The focus remained on incomes, but widely shared and 
employment-creating, in contrast to existing patterns of development.
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The questioning of accepted approaches in this period also extended to the 
role of the international system more broadly, beyond aid and foreign invest-
ment to the entire relationship between countries and regions of different 
wealth, with the imbalances in power relations that followed. The awareness 
of power relations coming from many scholars interacted with a particular 
sensitivity to the role of institutions and history, which originated in Area 
Studies. The LAC’s work on the economic history of the region, in a succes-
sion of case studies centred on Oxford conferences, was a prime example 
(Thorp 1984; Thorp and Whitehead 1987; Cárdenas et al. 2000a, b) to all of 
which FitzGerald and Thorp contributed.

Over the 1960s and 1970s, there was increasing recognition that monetary 
income per capita—even if well distributed—was an inadequate measure of 
progress (Seers 1969), and Oxford economists contributed to the identifica-
tion of alternative development objectives. Streeten and Mahbub ul Haq led 
a team at the World Bank (including Javed Burki, Norman Hicks and Frances 
Stewart) aiming to replace an income-oriented approach by the basic needs 
approach, which (temporarily) had a major impact on World Bank policy 
(Streeten et al. 1981; Stewart 1985).

Amartya Sen was a Professor at Oxford from 1977 to 1988 (Drummond 
Professor from 1980). He cannot be categorised in terms of the two schools 
of thought noted above, but can be connected with both. He made two fun-
damental contributions in this area. First, he focused on famine prevention, 
and showed how massive famine could occur even when food output was 
increasing (Sen 1981). He argued that people’s “entitlements” were critical in 
determining whether they starved or not. Entitlements are essentially people’s 
legal claims on food through incomes from work and other sources which can 
fall below survival level even when food supplies are adequate if, for example, 
inflation reduces real purchasing power as happened in the massive Bengal 
famine of 1943 due to wartime colonial policy. Sen’s approach transformed 
the analysis of famine and was further developed by Martin Ravallion, when 
at Oxford in the 1980s, adding speculation to Sen’s framework (Ravallion 1987).

Secondly, Sen’s highly influential work on capabilities was initiated while 
he was at Oxford (Sen 1980). In his Tanner Lecture, entitled Equality of 
What?, Sen played down the role of income. He argued that inequality should 
be measured not in terms of utility or incomes but rather people’s capabili-
ties—or what they can do or be. The capabilities approach was developed 
further after Sen left Oxford and has become an established framework of 
analysis. With elements drawn from basic needs analysis, it formed the theo-
retical underpinning of the human development approach, embodied in the 
publication of the Human Development Reports of the United Nations 

2 Development Economics at Oxford, 1950–2020 



44

Development Programme (UNDP), the first of which appeared in UNDP 
(1990). John Knight also worked on human development (with Keith Griffin), 
coming to similar conclusions to those in the UNDP report (Griffin and 
Knight 1990).

Sen, Anand and Stewart contributed to the first Report and many later 
ones, analysing numerous aspects of human development. Sudhir Anand—in 
collaboration with Sen—contributed to the methodology underlying mea-
sures of human development, notably to the way income was treated in the 
Human Development Index (HDI), the inequality-adjusted HDI and mea-
sures of gender inequality (Anand and Sen 1994, 1995, 2000; Anand 2018). 
He also explored the relative contribution of private incomes and public ser-
vices to human development outcomes (Anand and Ravallion 1993). Stewart 
and others explored the two-way relationship between human development 
and economic growth and the important role of social institutions and social 
capabilities (Stewart et al. 2018).

Oxford contributions to the human development approach were contin-
ued by a later generation. Sabina Alkire made a significant contribution to the 
theory and application of the capability approach (Alkire 2002) and to the 
measurement of multidimensional poverty to be discussed below. Diego 
Sánchez-Ancochea focused on the political economy of inequality, moving 
beyond the narrow, anti-poverty approach long promoted by international 
institutions like the World Bank and paying particular attention to universal 
social policy. His work proposes more pragmatic and holistic ways to build 
universal social policy, considering alternative public interventions, the con-
tradictory role of the private sector and the need to build cross-class alliances 
more explicitly (Franzoni and Sánchez-Ancochea 2016). Sánchez-Ancochea 
also analysed the lessons from Latin America’s history of vertical and horizon-
tal inequality for the rest of the world. Negative processes currently observed 
in developed countries, like weakening democracies and dual labour markets, 
have been present in Latin America for more than a century (Sánchez- 
Ancochea 2020).

Since the first Human Development Report, global concern with human 
aspects of development has increased dramatically, as shown by the Millennium 
Development Goals agreed on a global basis in 2000, followed by the 
Sustainable Development Goals in 2015. Although income growth remains a 
dominant objective, there has been a substantial enlargement of development 
objectives. Oxford development economists played an important role in 
this change.
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3.3  The 1980s and 1990s: Debt Crises 
and Adjustment Policies

In the 1980s, many of the policies advocated by Little, Scott and Scitovsky 
were adopted by developing countries, under pressure from the IMF and 
World Bank, whose influence greatly expanded as countries sought their help 
to deal with the debt crisis, and the role of the State in the economy was rolled 
back. Moreover, stabilisation policies were introduced, cutting government 
expenditure to reduce budget deficits.

Already in the 1970s, Thorp had criticised the orthodox monetarist policies 
in IMF programmes implemented in Latin America. Studies of various Latin 
American economies showed how the crude monetarism behind the stabilisa-
tion policies being urged by the IMF was leading to costly recession and often 
a worsening of the structural bottlenecks and policy weaknesses which were at 
the root of the inflation they were meant to cure (Thorp and Whitehead 
1979). This contributed to the growing international literature on monetar-
ism versus structuralism. As the 1980s unfolded, the harsh social consequences 
of the programmes were revealed. Stewart was a co-author of UNICEF’s cri-
tique of adjustment policies which focused on the rising poverty and worsen-
ing social indicators associated with them (Cornia et al. 1987).

Adopting a more orthodox approach, Little contributed to the design of a 
major World Bank-financed study of macroeconomic policies in seventeen 
developing countries, organised by Anne Krueger. With Vijay Joshi, he wrote 
one of the volumes in the study, looking at economic reforms in India, and a 
subsequent follow-up volume (Joshi and Little 1994, 1996). These publica-
tions, in turn, undoubtedly contributed to India’s ongoing economic reforms. 
Other Oxford contributors were David Bevan and Paul Collier who under-
took the Kenya and Nigeria studies. Little was also co-author of the overview 
book, Boom, Crisis, and Adjustment (Little et al. 1993). As the title indicates, 
the study went beyond an assessment of stabilisation and adjustment policies 
to consider how best to manage booms and busts. Amongst its conclusions 
were the need to assert firm overall budgetary control and budgetary account-
ability; to resist euphoria when export prices rise exceptionally, new resources 
are discovered or new borrowing opportunities open; to avoid using import 
controls, except in extremis, and then to remove them as soon as macroeco-
nomic circumstances permit; to avoid jerky movements in the real exchange 
rate; and to maintain flexibility in policy, and, in particular, to correct policy 
mistakes quickly.
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The analysis of booms and busts in natural resources was carried forward, 
also from a neoclassical perspective, by Bevan, Collier and Jan Gunning of 
CSAE in a series of publications on macro policies to deal with commodity 
price fluctuations in African economies. They made use of the natural experi-
ment in which Kenya (predominantly market based) and Tanzania (centrally 
planned), both big coffee producers and exporters, were assailed by the same 
unanticipated (temporary) terms of trade shock arising from the loss of the 
Brazilian coffee crop to frost in 1976, and investigated differences in macro 
policy response and outcomes (Bevan et al. 1990). They developed a general 
equilibrium model, including some structural features and aspects of political 
economy (ibid.; Bevan et al. 1993). Subsequently, they conducted a sixteen- 
country study, paying attention to the micro-foundations of macro- 
development, notably the savings behaviour of peasants (Collier and Gunning 
1999). Their main conclusions were that the “normal” policy advice to coun-
tries should be reversed: with positive booms it was better to allow the peasant 
sector to secure the benefits of the boom since in most countries they found 
that the peasant sector saved much of the bonanza, whereas allowing the pub-
lic sector to tax the extra revenue (as commonly recommended) led to high 
government spending which was difficult to reverse subsequently, leading to 
fiscal crises. With negative shocks, they argued that government dissaving to 
compensate losers might be justified but could come up against credibility 
issues, potentially leading to fiscal and exchange rate crises (Bevan et al. 1990).

Scholars within the Keynesian/structuralist tradition reached similar con-
clusions about the importance of governance, but with a greater focus on why 
policy was so consistently inappropriate. The influence of the Area Studies 
focus on history and interdisciplinary dimensions was apparent. Rosemary 
Thorp and Geoff Bertram produced an economic history of Peru going back 
to the 1890s, showing how the country’s wealth of natural resources consis-
tently biased policy choices away from diversification and a more sustainable 
development path (Thorp and Bertram 1978). Later, Thorp and others under-
took an economic history of Latin America (at the request of Enrique Iglesias 
then President of the Inter-American Development Bank), which emphasised 
the consequences of dependence driven by resource endowment and unequal 
power in the international economy in a historical context (Thorp 1998). In 
this major project, Valpy FitzGerald and Pablo Astorga made an important 
contribution in providing long-run statistical foundations; and from this 
quantitative initiative grew the Oxford Latin American History Database 
(OxLAD) and a series of influential econometric papers, including Astorga 
et al. (2005) and Astorga et al. (2011). Another study on the nature and con-
sequences of natural resource dependence again found that policy decisions 
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were undermined by a reliance on unstable commodities, with adverse conse-
quence for equity (Thorp et al. 2012).

Meanwhile, Maurice Scott, working largely on his own, undertook a major 
analysis of the causes of economic growth, critiquing the Solow approach 
(Solow 1956). In the classic Solow model, technical progress was assumed to 
be independent of investment and to occur year by year in an unexplained 
way. When applied empirically—with particular neoclassical assumptions—
the model showed that technical progress accounted for around three-quarters 
of the increase in output in developed countries. Balogh and Streeten had 
termed this large contribution of unexplained technical progress as a “coeffi-
cient of ignorance” (Balogh and Streeten 1963). Scott set out to explain tech-
nical progress as the product of investment, not only in research and 
development, but importantly also in capital equipment, essential to embody 
new technologies. He showed the positive empirical association between 
investment and increases in productivity (Scott 1989). His approach—which 
applied to both developed and developing countries—had strong policy 
implications, suggesting that the rate of investment was the most important 
determinant of economic growth, as economies could not wait passively and 
expect technical progress to occur without new investment. Later empirical 
explorations of the causes of economic growth across the world have shown 
that the only significant robust correlate with growth is the rate of investment, 
confirming Scott’s views, and challenging Clark’s (Barro 1996). Scott’s analy-
sis of technology and growth was similar to that of Romer (1990) and Alesina 
and Perotti (1994), but with a much firmer empirical basis. However, it was 
less influential, perhaps because he wrote a book rather than articles in well- 
known journals and did not employ much mathematics.

Two decades later, John Knight and Sai Ding explored the factors underly-
ing China’s remarkable growth (Knight and Ding 2012). They also showed the 
significance of the extremely high investment ratio. But going further than 
Scott or Barro, they sought to explain this, not only in terms of demand and 
supply factors, but mostly as a result of the underlying prevailing political 
economy—the “developmental state” that enabled China to adapt institutions 
and provide incentives which were responsible for the economy’s dynamism.

3.4  The 1990s and Beyond

The 1990s and 2000s saw continued work by Oxford development econo-
mists on macro issues; there was also a renewed focus on sectoral issues and 
on technology; and micro research—both quantitative and qualitative— 
blossomed.
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Macro-Analysis: Chris Adam, working both at CSAE and ODID, and 
David Bevan at CSAE, continued the analysis of the macroeconomy of devel-
oping countries, incorporating both a neoclassical framework and sensitivity 
to institutions and political economy. They were partly inspired by the Bevan, 
Collier and Gunning approach—in particular, adopting conventional tech-
niques of modern macroeconomics to understand the dynamic behaviour of 
small, open, shock-prone economies, starting from a recognition of the criti-
cal importance of understanding the structure and political economy of fiscal 
and monetary institutions in the relevant countries. This research led to a 
range of policy applications, and Adam has worked with the Department for 
International Development (DFID) in Britain and the IMF, among others, 
advising on macro policies and institutions in low-income countries. 
Significant and influential policy conclusions covered policy requirements for 
fiscal adjustment and sustainability in low-income countries, and macro pol-
icy responses to sudden aid inflows, such as those associated with the Heavily 
Indebted Poor Countries (HIPC) initiative.

On fiscal reforms—on the basis of work in Zambia in the 1990s—Adam 
and Bevan concluded that, in low-income countries, reforms which directly 
addressed revenue mobilisation underpinned sustained fiscal adjustment, as 
against a focus on expenditure control which was central to reforms in Latin 
America and Europe (Adam and Bevan 2004, 2005). They also stressed the 
critical role of the political economy for protecting recurrent spending on 
operations and maintenance (Adam and Bevan 2014). Adam and others 
working with DFID and the IMF explored efficient fiscal and monetary 
responses to large aid inflows in circumstances where countries had poor his-
tories of macroeconomic stability and were progressively liberalising the capi-
tal account of the balance of payments, stressing the need to anticipate private 
sector responses (asset demand in particular) to debt relief and aid inflows 
when setting their fiscal and monetary policies. Dogmatic or simple rule- 
based approaches (as were being recommended by the IMF at the time) raised 
the risk of excess volatility in interest rates and exchange rates (Buffie et al. 
2008, 2010).

In parallel, Vijay Joshi worked on India’s macroeconomy for many decades, 
as well as advising central economic institutions. With Robert Cassen and 
others, he analysed India’s economic reforms of the early 1990s (Cassen and 
Joshi 1995). More recently, Joshi’s 2017 book, India’s Long Road: The Search 
for Prosperity, provides a long-term analysis of the Indian economy, arguing 
that the foundations of rapid, durable and inclusive economic growth in India 
are weak. He suggests that for India to realise its huge potential, the relations 
among the State, the market and the private sector need to be 
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comprehensively realigned. Deeper liberalisation is required but far from 
sufficient. In addition, the State needs to perform its core tasks much more 
effectively.

Matthew McCartney (who joined the Oxford South Asia Programme in 
2011) has also been concerned with India’s macroeconomy, taking a political 
economy approach, more critical of the contribution of liberalisation, explor-
ing the role of class interests and the economic impact of geography, regional 
diversity and discrimination (McCartney 2019). Adopting a similar approach, 
he has also analysed the social dynamics underlying the Pakistani economy 
(McCartney and Zaidi 2019).

Sectoral Studies: Recent analysis of agriculture and industry has encom-
passed both micro and comparative cross-country analysis.

Analysing agricultural productivity, Douglas Gollin (who joined ODID in 
2012) and others showed that low agricultural productivity was a key element 
explaining income differences across countries (Dercon and Gollin 2014), 
which he found was partly due to barriers resulting from remoteness and poor 
spatial connectivity (Gollin and Rogerson 2014). In work with David Lagakos 
and Michael Waugh, Gollin showed that the gap in agricultural productivity 
in African economies relative to other countries is a real one and that only a 
fraction can be explained by omissions and measurement errors (Gollin 
et al. 2014).

Industry and Productivity in Africa: The 1990s saw a transformation in the 
fortunes of many African countries. Nonetheless, there was a pervasive failure 
to create a successful industrial sector. Why this was so formed the central 
focus of Francis Teal’s survey work at CSAE which covered Ghana, Ethiopia 
and Tanzania. He found, unsurprisingly, that firm labour productivity was, 
on average, very low. Size emerged as a central issue from the research. Large 
firms were different in almost all respects from their smaller cousins. They 
were far more likely to export, they paid higher wages, their capital-labour 
ratios were much higher, they were far more likely to have paid employees 
rather than depend on apprentices, and their skill levels were much higher. 
How these outcomes were related to firm size and how firms became large 
thus emerged as key research questions.

Panel data helped explain why and how firms grow. It appeared very clearly 
that the answer was not increasing returns to scale, while skills, as convention-
ally measured by the education and experience of the workforce, played only 
a small part in differences in productivity. What mattered overwhelmingly for 
increased labour productivity was the higher capital-labour ratio of larger 
firms. Panel data showed the importance of fixed effects—time-invariant 
unobservables—as determinants of both firm productivity and worker 
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earnings. Moreover, country differences were persistent. Research showed that 
a worker’s earnings also depended on these unobservables in a major way—
the country where the worker was employed and the size and characteristics 
of the firm mattered enormously. This suggested the need to focus less on 
generating skills through more education and more on exploring how firms 
and workers are matched in a way that gives rise to the enormous dispersion 
of earnings observed (Söderbom and Teal 2004; Baptist and Teal 2014). The 
research showed that rather than a divide between a formal and an informal 
sector, a much better “picture” of the labour market was of a spectrum from 
small- scale, low-skill, low-productivity employment to high-skill, high-pro-
ductivity employment, a transition facilitated by changing firm size. The cen-
tral failure of policy-making in Africa remains its inability to move its people 
along this spectrum.

Gollin has also been concerned with the relative failure of industrialisation 
in Africa, despite rapid urbanisation. Using cross-country data, he found that 
a heavy dependence on natural resources was one explanation (Gollin et al. 
2016), while a high rate of urbanisation was due to the significantly higher 
living standards in urban than in rural areas (Gollin et al. 2018).

Xiaolan Fu brought QEH research back to the issue of technology. She 
extended the work of both Lall and Stewart, mainly using evidence from 
China. Exploring China’s industrial policy, she challenged the Washington 
consensus of the unqualified positive role of FDI and the market and explored 
the transmission mechanisms through which trade and FDI affect economic 
development (Fu 2004, 2015). Examining the relationship between foreign 
technology transfer and indigenous innovation in technology upgrading, Fu 
et al. (2011) found, in line with the findings of Lall (1992), that ‘despite the 
potential offered by globalization and a liberal trade regime, the benefits of 
international technology diffusion can only be delivered with parallel indige-
nous innovation efforts … In this sense, indigenous and foreign innovation 
efforts are complementary’ (Fu et al. 2011: 1,204).

Fu also extended the theory of appropriate technology to the sector level 
taking into account sector specificity in technology intensity and dynamics, 
and demonstrating the critical importance of indigenous innovation in tech-
nological upgrading in developing (especially middle-income) countries (Fu 
and Gong 2011). Technologies created in the South are shown to be more 
appropriate for developing countries which have similar economic and tech-
nological resources and industrial structure (Fu et  al. 2011). She has also 
explored the determinants of innovation in low-income countries, extending 
her investigations to the informal sector, a seriously under-researched area, for 
example in Fu et al. (2018). Her work on innovation suggests that countries 
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should adopt an “open national innovation system”, with multiple drivers, 
market and State, national and international (Fu 2015).

International Dimensions: Developing countries have always been greatly 
affected by the behaviour of the global economy. Until the 1970s, this influ-
ence was mainly through aid flows, FDI and the terms of trade. The debts of 
developing countries became a major issue in the 1980s as a result of excessive 
lending and borrowing in the 1970s, leading to stringent adjustment policies 
and, eventually, some debt write-off. Accelerated growth of trade and capital 
flows after 1980—“globalisation”—gave developing countries more influence 
on the world economy, but also created new concerns. How could private 
capital flows be managed to avoid the major financial crises observed in Asia 
in the 1990s and recurrently in Mexico? How would changes in the global 
division of labour affect income inequalities? These were topics explored at 
QEH by Valpy FitzGerald and Adrian Wood.

FitzGerald came to Oxford in 1992, bringing to ODID and LAC an aca-
demic interest in the macroeconomics and finance of middle-income “open 
economy” developing countries, and professional experience as an economic 
adviser to Latin American governments. His work at Oxford started with the 
working out of the original insights of Kalecki into investment finance, fiscal 
balance and income distribution (FitzGerald 1993). This represented a new 
approach to development economics, with significant implications for the 
critique of stabilisation policy and structural adjustment on the one hand, 
and the role of IFIs such as the IMF and the World Bank on the other 
(FitzGerald 2003). He then developed an original approach to the analysis of 
international capital flows to developing countries, focusing on the determi-
nants of investor demand for emerging-market assets as the driver of financial 
instability and debt crises, in contrast to the conventional approach 
(FitzGerald 2007).

FitzGerald’s interest in income distribution led him to focus on the role of 
the progressive taxation of corporations and private wealth as central to the 
construction of a stable and equitable macroeconomic strategy in support of 
sustainable development, which in turn had significant implications for inter-
national tax cooperation (FitzGerald 2012; FitzGerald and Dayle Siu 2018). 
He showed that higher taxation of profits would not depress investment or 
growth, but that achieving it would require much greater collaboration in the 
regulation of offshore financial centres—his work, including advice to 
UNCTAD, the OECD and the G24, contributed to the ongoing process of 
the reform of global tax rules (FitzGerald 2002, 2012). From these theoretical 
and policy analyses, a fundamental rethinking of the conventional approach 
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to public finance in developing countries followed, taking into account the 
consequences of their integration in global capital markets (FitzGerald 2019).

Wood became a Professor of International Development at QEH in 2005, 
working mainly on the causes and effects of the global division of labour. In 
Wood (1994), he had analysed North-South trade in a Heckscher-Ohlin 
model in which comparative advantage depended on endowments of four 
factors of production—skilled labour, literate unskilled labour, illiterate 
labour, and natural resources—but not on capital because of its international 
mobility. At QEH, he extended this analysis to show how cheaper communi-
cation and travel, by assisting highly skilled workers in the North to cooperate 
with workers in the South, had widened the wage gap in the North between 
highly skilled and other workers while narrowing the North-South gap in the 
wages of other workers (Anderson et al. 2006). He proposed improvements to 
Heckscher-Ohlin theory (Wood 2011) and estimated the size of the shift in 
the comparative advantage of the rest of the South away from manufacturing 
and towards primary production as a result of China’s entry into world mar-
kets (Wood and Mayer 2011). In another work, Wood showed how the 
impact of aid on world poverty could be increased by allocating it in a way 
that took account of differences among developing countries not only in 
terms of current poverty levels but also in probable rates of poverty decline in 
the absence of aid (Wood 2008).

Micro Studies: Two approaches can again be distinguished: on the one hand, 
use of large samples and econometric analysis; on the other, more qualitative 
and multidisciplinary approaches. In the more quantitative vein, CSAE and 
the Department of Economics made a large contribution in this area. 
Prominent economists here were Paul Collier, Marcel Fafchamps, Francis 
Teal, John Knight, Stefan Dercon and Abigail Barr. Research methods 
included analysis of cross-section and panel data; randomised experiments; 
and experimental games. Here, we only give some highlights of the very 
extensive output.

Household Econometrics, Risk and Uncertainty: Fafchamps (in Oxford from 
1999 to 2013) covered a large range of issues, including agricultural markets 
and market institutions, risk sharing, and analysis of self-help groups, social 
networks and political violence, as well as child labour, rural poverty and 
crime. He used a variety of methods, including surveys, randomised experi-
ments and game playing (with Barr), often investigating underexplored areas. 
For example, with others he showed that social networks were effective in 
transmitting information (Fafchamps and Vicente 2013); that firms in Africa 
learn by exporting (Bigsten et al. 2004); that there were negative effects of 
workday taboos on agricultural output (Stifel et al. 2011); that, controlling 

 F. Stewart and V. FitzGerald



53

for population composition and other risk factors, crime in Madagascar 
‘increases with distance from urban centres and, with few exceptions, decreases 
with population density’ (Fafchamps and Moser 2003: 625; see also Fafchamps 
and Ferrara 2012); that informal associations have an insurance and redis-
tributive function, using evidence from urban Kenya; and other research 
showed that child labour decreases with urban proximity, using data from 
Nepal (Fafchamps and Wahba 2006).

Knight (with Richard Sabot) undertook major surveys of education in 
Kenya and Tanzania, contrasting secondary school education policies. The 
research showed that returns to education were not simply due to “signalling”, 
then a fashionable view, but to the cognitive skills acquired (Knight and Sabot 
1990). Analysis of education in Ethiopia found high production externalities 
to rural education while internal returns were relatively low, helping to explain 
the low level of education (Weir and Knight 2007). Further work in Africa 
included analysis of the very high open unemployment rate in South Africa, 
which he and Kingdon explained by barriers to entry to the small informal 
sector (Kingdon and Knight 2004).

In the 1990s, partly stimulated by Chinese students at Oxford, Knight 
joined the China Household Income Project (CHIP), then co-directed by 
Keith Griffin. His research on China covered poverty, inequality, the labour 
market, migration, education and happiness, based largely on microdata. 
Knight and Lina Song were among the first to provide comprehensive cover-
age of the widening rural-urban divide in incomes and services, a paradox in 
an economy emerging from a peasant revolution. Once the early rural reforms 
had narrowed the income gap, the divide grew for a quarter of a century, 
assisted by institutional constraints and government policies. The high ratio 
of urban to rural income per capita began to decline about 2010, essentially 
because of emerging rural labour scarcity (Knight and Song 1999, 2005).

A key focus of Dercon’s extensive research has been the relationship between 
risks and poverty, conducting surveys in a number of East African countries. 
He shows that poor rural households adopt a variety of methods to cope with 
risks, but these are often insufficient to prevent adverse events, leading to 
extreme poverty among vulnerable households. Women often bear the brunt 
of the resulting hardship. Macro policies to reduce fluctuations and a variety 
of State-supported safety nets can be helpful, though care is needed as the lat-
ter may undermine self-insurance mechanisms and worsen the position of 
those not covered (Dercon and Krishnan 2000; Dercon 2002, 2004). Dercon 
has extended his work on risk to the analysis of the role of social protection 
mechanisms in humanitarian crises (Clarke and Dercon 2016). Analysis 
over time has shown that the deleterious effects of shocks are long-lasting 
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(Dercon et al. 2005; Dercon and Porter 2014; Weerdt et al. 2017). Dercon 
has also made contributions in many other areas, including African agricul-
tural development strategies, the impact of industrial jobs on health and 
incomes, and informational flows and social externalities, among others. He 
also made a direct contribution to British aid and development policy as Chief 
Economist at DFID from 2011 to 2017.

Research by Barr (in Oxford, mainly at CSAE, from 1996 to 2011) focused 
on issues such as how to set up mutually beneficial agreements, what deter-
mines individual values and the role of “other-regarding preferences” in deci-
sions. She researched these topics by designing incentivised games to generate 
data: conducting experiments among students, villagers, nurses and doctors 
in a large number of countries in Africa, Latin America and Europe. For 
example, she investigated the role of cultural background, or social norms, in 
determining the propensity to be corrupt; the influence of networks on enter-
prise productivity; and the determinants of trust in communities, differentiat-
ing between local communities and new settlements (Barr 2002, 2003).

A Case-Study Approach—Village and Town Studies in India: A more qualita-
tive approach, developed over several decades, blossomed in this period as 
findings accumulated. These came from a number of path-breaking long-term 
village studies in India, revisiting the same village(s) over decades and thereby 
capturing the process of dynamic change. Again, differences in approach can 
be seen, with some primarily concerned with economic relationships and 
outcomes—the Palanpur studies and those of Dercon—and others—Heyer 
and Harriss-White—adopting a more multidisciplinary approach and 
viewing village and town economies as embedded in social relations and the 
surrounding area.

Bliss and Stern first surveyed Palanpur, a small village in Uttar Pradesh in 
1974–1975 (Bliss and Stern 1982). This was the baseline survey which pro-
vided a benchmark source of comparison with subsequent surveys, conducted 
at roughly decadal intervals, but with new participants from outside Oxford, 
many still involving Stern, who had moved to LSE. To date, seven successive 
surveys have shown rising incomes at a steady 2% per annum, changing con-
tractual arrangements with a decline in sharecropping and an increase in rent-
als, but no clear difference in productivity between the two types of contract, 
while cropping intensity and mechanisation in agriculture increased. There 
was a shift of households into a plurality of activities with agriculture provid-
ing a declining share of income and sources outside the village a rising share. 
Inequality decreased up to the mid-1980s but subsequently increased and 
there was some shift in average incomes among castes, with some castes 
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seizing new opportunities to a greater extent than others. Intergenerational 
mobility declined (Himanshu et al. 2018).

Dercon and others examined changes in living conditions in six villages in 
Andhra Pradesh and Maharashtra, initially surveyed during 1975–1984. They 
found that both monetary and non-monetary indicators of well-being 
improved considerably. Migrants experienced faster welfare improvements 
than non-migrants, but more analysis is needed to confirm whether this was 
due to their initial characteristics or to migration. Surprisingly, lower caste 
groups experienced faster poverty declines, although this effect was largely 
confined to Mahbubnagar in Andhra Pradesh (Badiani et al. 2007).

Judith Heyer studied villages near to Tiruppur, a small town in Western 
Tamil Nadu in South India, over a thirty-year period, visiting them every 
decade from 1980. Initially, her concern was with the impact of government- 
targeted interventions aimed at increasing the assets of poor households, but 
later examining the drivers of asset distribution over time. She found that the 
1970s and 1980s programmes worked reasonably well for small farmers but 
not for agricultural labourers because they did not have enough of the other 
resources needed to make assets productive. Food for work and other employ-
ment programmes that were also a feature of the 1970s and early 1980s largely 
excluded Dalits, or included them on less advantageous terms. Poorer house-
holds did better under food subsidy programmes which started in the early 
1980s (Heyer 2013). From 2008, poorer households also benefited substan-
tially from the national employment guarantee programme (MGNREGA—
Mahatma Gandhi National Rural Employment Guarantee Act). The fact that 
Dalits and other poorer households benefited more in the later years was 
partly a result of changing hierarchies of power at the village level which were 
less strongly loaded against Dalits as time went on.

In later work, the role of caste and gender became central. The village study 
was important in demonstrating that caste discrimination did not weaken 
significantly with industrialisation, as had been widely expected. Moreover, 
this occurred in a State that was known for its political and social movements 
in the 1920s and 1930s which were celebrated for breaking down caste power.

The surprising strength of gender discrimination also emerged from Heyer’s 
fieldwork. It had generally been assumed that gender discrimination was 
much less serious in South India than in the rest of India. Heyer showed both 
that patriarchal structures put very strong limits on what women could do, 
and also that female infanticide and foeticide were both significant correlates 
with capitalist development in the area studied (Heyer 1992, 2016).

Heyer’s village-level work showed the importance of rural-urban interac-
tions and the need to understand the regional context of village developments. 
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The villages studied were part of a regional economy in which industrialisation 
was proceeding apace, and the villages became increasingly integrated into 
these economic processes of change (Heyer 2013).

Barbara Harriss-White came to Oxford in 1987, already known for her 
work on agricultural markets. Unlike the earlier research of Griffin and Heyer, 
she focused on the unequal relationship of producers and traders and showed 
that traders were responsible for much of the inequality in India’s agricultural 
sector (Harriss-White 1996; Harriss-White and Janakarajan 2004).

From the early 1970s, Harriss-White also undertook long-term studies of 
ten villages and a small town, Arni, in northern Tamil Nadu. These village 
studies showed the growth in productivity due to the Green Revolution and 
subsequent agricultural diversification and then stagnation as a water crisis hit 
village economies, as well as many aspects of the economics of agrarian pov-
erty, and the drivers and impact of rapid institutional change on rural devel-
opment (ibid.).

Her research into the long-term development of a small-town economy 
and its rural hinterland in India from 1973 to 2012 is a rare case study of 
small-town change. She tracked the changing nature of local business and the 
workforce, their urban-rural relations, their regulation through civil society 
organisations and social practices, and their relations to the State and to India’s 
accelerating and dynamic growth (ibid.; Harriss-White 2015). This research 
showed that plans do not reflect realities on the ground; and, like Heyer, it 
also showed the persistence of institutions, such as caste and gender, which 
had been expected to wither, and the ways that rural development is dyna-
mised by the urban economy.

Arising from these studies, Harriss-White produced an influential body of 
work on the importance of the informal economy and the way that social 
structures regulated accumulation in both the informal and the formal econo-
mies (Harriss-White 2003).

3.5  New Issues in the Twenty-First Century

The twenty-first century has seen a focus on several areas which had hitherto 
been relatively neglected. These came to the fore in response both to develop-
ments on the ground and to changing global concerns. They include the study 
of conflict, gender issues, multidimensional poverty and some work on the 
environment.

Conflict: Analysis of human development and poverty across countries 
showed that the worst performers were almost invariably in conflict. Moreover, 
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the end of the Cold War saw an escalation in the number of civil wars. As a 
result, analysis of the economic causes and consequences of war was initiated 
by Collier and Hoeffler at CSAE and FitzGerald and Stewart at QEH.

Collier and Hoeffler’s work on the causes and consequences of conflict has 
been widely recognised. Famously, they differentiated between “greed” and 
“grievance” as a cause of conflict and, in one of the early econometric exercises 
to identify causes, argued that grievances—in the form of inequality, political 
rights and ethnic or religious polarisation—were insignificant, whereas per 
capita income and growth, primary commodities as a share of exports and the 
size of the diaspora population were significantly associated with the outbreak 
of conflict. They interpreted the latter variables as proxies for opportunity or 
greed, although they agreed that low incomes might also be a form of griev-
ance (Collier and Hoeffler 2004). Later work focused on “feasibility” as the 
main explanation of conflict, arguing with empirical evidence that grievance 
was unimportant, and conflict occurred where it was feasible financially and 
from a military perspective (Collier et al. 2009). However, Collier also led an 
influential World Bank study on conflict which argued that poverty (i.e. low 
average per capita incomes) was both cause and consequence of conflict 
(Collier et al. 2003). Collier and Hoeffler also investigated the optimal timing 
and level of aid for poverty reduction in post-conflict economies, among other 
issues (Collier and Hoeffler 2002).

Two major studies on conflict were undertaken at QEH: First, a multi- 
country study directed by FitzGerald and Stewart on the economics of war- 
affected economies, showing the macro and meso mechanisms which lead to 
the negative economic and social impact of conflict, which extend far beyond 
the immediate deaths. The study suggested a number of policies which might 
mitigate these effects, even during war (Stewart 1993; Stewart and FitzGerald 
2000). Second, Stewart led a research centre at ODID—the Centre for 
Research on Inequality, Human Security and Ethnicity—investigating the 
causes of conflict, including eight country studies. The main conclusion of 
these studies was that multidimensional “horizontal” inequalities (inequalities 
across a variety of identity groups) were significantly associated with the out-
break of conflict, even though vertical inequality (inequality among individu-
als) had been shown not to be significantly associated with conflict by Collier 
and Hoeffler, among others. The Centre analysed the policy implications of 
this finding for conflict-prevention and post-conflict policies, with a particu-
lar focus on policies towards affirmative action and the special issues for policy 
in resource-abundant economies (Stewart 2008; Thorp et al. 2012). The sig-
nificant role of horizontal inequalities in raising the risk of conflict, initiated 
by Stewart at Oxford (Stewart 2000), has been supported by much 
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subsequent empirical research (Cederman et al. 2011; Hillesund et al. 2018). 
Work on horizontal inequalities continued beyond analysis of conflict to con-
sidering the causes of persistent horizontal inequality, the relationship with 
democracy, and issues of justice, as well as policy analysis (Stewart and Langer 
2008; Thorp and Paredes 2010; Brown et al. 2012; Stewart 2014).

Gender Aspects of Rural Transformation: Gender aspects of development 
were very much present in Heyer and Harriss-White’s investigations into vil-
lage and small-town India, as noted above, but the importance of gender was 
brought to the fore in Oxford by Cheryl Doss who joined ODID in 2016. 
The central focus of her work is on gender aspects of rural transformation. 
Through a series of collaborative projects, using both qualitative and quantita-
tive data, Doss is involved in shifting our understanding of rural households 
and how they engage with processes of structural transformation. Her research 
has three strands: First, women’s access to and ownership of land and other 
assets. Using data from the Gender Asset Gap Project, which she and others 
initiated in 2009, she has analysed how the gender wealth gap is related to 
marital and inheritance laws and norms, comparisons of men’s and women’s 
responses regarding the market value of their dwelling, and analyses of how 
men and women acquire assets, considering both inheritance and market pur-
chases. Following this work, data on individual ownership is being incorpo-
rated in many large sample surveys (Doss et al. 2019).

A second theme concerns understanding gender and rural transformation, 
with a particular focus on the impact of men’s migration on women left 
behind. Using mixed methods, she has explored the impact on female empow-
erment in Nepal, showing how patterns differ depending on whether the 
women live in nuclear households or are the mother-in-law or daughter-in- 
law in a joint household.

Third, Doss is moving beyond the traditional approach to household sur-
veys, in which survey data is collected from one member of the household, 
typically the household head, to interview multiple people in the household. 
This approach generated new challenges, since husbands and wives often 
report different answers. In particular, in many contexts when wives report 
that they co-own land and housing with their husbands, their husbands report 
themselves as the sole owners. Similarly, different answers occur with respect 
to who is involved in household decision-making. She is exploring explana-
tions for these differences, arguing that it is not due simply to measurement 
error or different understandings of the question, but asymmetric informa-
tion and the fact that neither spouse has full information about the other. She 
also draws on analyses of collective action in natural resource management for 
understanding household decision-making, and uses new methods to try to 

 F. Stewart and V. FitzGerald



59

work out why a particular person makes a decision (Doss and Meinzen-Dick 
2015; Ambler et al. 2021).

Analysis and Measurement of Poverty: The widening of development objec-
tives associated with Sen’s capability analysis and the human development 
approach led to a recognition that the definition and measurement of poverty 
should be correspondingly enlarged. At QEH, Susana Franco, Harriss-White, 
Caterina Ruggeri Laderchi, Ruhi Saith and Stewart showed that alternative 
definitions of poverty—monetary, capability and participatory as well as mea-
sures of social exclusion—gave very different answers to the question of who 
was poor on the basis of research in India and Peru (Ruggeri Laderchi et al. 
2003; Stewart et al. 2007).

Alkire investigated the variety of conceptions of well-being among poor 
women in India with the aim of giving practical meaning to the objective of 
widening capabilities (Alkire 2002). Adopting a capability approach, the work 
of Alkire and the Oxford Poverty and Human Development Initiative (OPHI) 
(a centre at ODID initiated by Alkire) has been largely devoted to the devel-
opment of a multidimensional measure of capability poverty and its applica-
tion across the world. In path-breaking work, Alkire and Foster produced a 
new method for measuring multidimensional poverty—the multidimensional 
poverty index (MPI) (Alkire and Foster 2008, 2011; Alkire 2015). The 
method allows decomposition across ethnicities and regions and measures of 
inequalities among the poor (OPHI and UNDP 2019). The MPI is now 
applied globally as well as nationally, where it has guided policy in several 
countries, including Mexico and Nepal. The global MPI, which is produced 
jointly by OPHI and the UNDP, covered 101 countries in 2019.

Environment: Rather little research has been done on this topic by Oxford 
economists. Joshi has worked on “fairness” in climate change mitigation gener-
ally and in relation to India (Joshi and Patel 2009), while Harriss-White led a 
major study of the carbon footprint of different rice production and distribu-
tion systems in India (Harriss-White et al. 2019). This was followed by a study 
of the waste economy in a small town in South India (Harriss-White 2020). 
Harriss-White also wrote on Karl Marx’s and Justus von Liebig’s ideas on eco-
logical restitution in theoretical work arising from this (Harriss- White 2019).

4  Conclusions

This chapter has shown the enormous amount of work done by development 
economists at Oxford, spanning the whole period in which development eco-
nomics has been practised, the very rich array of concepts, theories and 

2 Development Economics at Oxford, 1950–2020 



60

evidence produced, and the attention to every level of economic develop-
ment, from the global, to macro, to village studies, to micro analysis of firms 
and the household. The methodology adopted has evolved towards the use of 
more sophisticated methods, and towards recognition of the need for a mul-
tidisciplinary approach. Economists at Oxford have contributed to almost 
every major issue confronted by developing countries and development econ-
omists over the years. These include the role of technology in development; 
redefining development objectives; innovating methods for cost-benefit anal-
ysis; challenging inward and interventionist policies; exploring the impact of 
macro adjustment policies on poverty; analysing the causes of conflict; intro-
ducing new ways of measuring poverty; and exploring gender roles within the 
household, among many other issues touched on above. However, perhaps 
the weakest aspect of development economics at Oxford has been a neglect of 
environmental issues.

In this survey, we have shown that there is no single school of development 
economics at Oxford. Rather, we have observed several approaches, with two 
often dominant—one emphasising Keynesian, structuralist and intervention-
ist approaches, and the other adopting a neoclassical framework and arguing 
for market orientation.

Development economists at Oxford have contributed to policy-making 
nationally and internationally. Many have advised the UK’s development 
ministry, some in prominent positions, such as Paul Streeten in the 1960s and 
Stefan Dercon, Adrian Wood and Valpy FitzGerald fifty years later, while Paul 
Collier has been a regular adviser to UK governments at the highest level. 
Also, Oxford economists have advised numerous governments in developing 
countries in every region of the world. Internationally, Oxford economists 
have worked with the World Bank, the IMF and many UN agencies. They 
have helped determine the policies of UNDP, UNCTAD, UNIDO, UNICEF, 
the International Labour Organization (ILO), UNRISD, the Inter-American 
Development Bank, the Asian Development Bank and the African Economic 
Research Consortium, as well as chairing and guiding the UN’s Committee 
on Development Policy. In so doing, they have helped transform the terms of  
the global debate, contributing to changes in policy, such as the basic needs 
approach taken up by the World Bank in the late 1970s, the move away from 
interventionist policies towards the market adopted by the World Bank in the 
1980s, a focus on the rising poverty associated with adjustment policies also 
in the 1980s, the human development approach of the UNDP in the 1990s 
and after, and multidimensional poverty measurement adopted by the UNDP  
and many governments in the 2000s.

With these undoubted achievements in mind, it is time now to consider 
the role of development economics over the coming decades.
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When economists started to analyse the economies of developing countries 
in the early post-colonial era, most thought it was obvious that development 
economics was “different” from economics applied to so-called advanced 
countries because of differences in resources, knowledge, flexibility and adapt-
ability, social constraints and human behaviour. Hence, the call for different 
concepts, models and theories—exemplified by Streeten at Oxford—and the 
need to take into account structural factors and inequality as they affected 
economic relations, especially at the international level, a particular focus of 
economists working on Latin America.

Yet, this view was increasingly challenged by economists adopting a neo-
classical framework, such as Ian Little, Deepak Lal and others, which gained 
strength with the displacement of Keynesianism by neoclassical economics in 
economics departments of the developed world generally. Indeed, Albert 
Hirschman and Lal, from very different perspectives, both wrote of the “death” 
of development economics in the 1980s (Hirschman 1982; Lal 1983). At 
Oxford, this was exemplified by the change in name of the MSc devoted to 
developing economies from an MSc in “Development Economics” to an MSc 
in “Economics for Development”. The transformation of many developing 
economies that occurred over three-quarters of a century covered in this chap-
ter perhaps also endorses the view that a “different” type of economics is no 
longer appropriate or needed.

A more universal approach, encompassing rich as well as poor countries, is 
emerging. The changes in objectives—first, from growth to capabilities and 
human development, and then to sustainable (environmentally responsible) 
development (to which Oxford development economists have contributed)—
apply to all countries. Many of the concepts, initially developed in the context 
of developing economies, such as the “informal sector”, “horizontal inequali-
ties”, “structural constraints”, have turned out to be equally applicable to 
developed country economies. A number of the problems confronting econo-
mists examining developing economies are universal—such as inequality, 
poverty, inadequate employment opportunities, and environmental destruc-
tion. The political obstacles to what seems to be rational policy do not respect 
North-South boundaries. The importance of context for understanding 
change applies the world over. Methodologies—the use of mixed methods, 
including anthropological and historical studies, game playing, randomised 
approaches, and the use of panel data—are universally applicable. The need 
for multidisciplinarity, drawing on history, anthropology, political science and 
sociology, is as compelling in advanced as in developing country contexts.

A further reason for universalising development economics is the neo- 
colonial aroma that hangs over the idea of development economics in which 
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people in one part of the world (the richer part) analyse what is happening in 
the poorer part, and tell the governments there how their economies work 
and what they should do. This approach was a natural one as colonialism 
ended, which left many countries with very limited skills and education, and 
power still firmly in the North. But today, the dominantly one-way flow 
involved is becoming increasingly unacceptable, especially as economists in 
developing countries are numerous and sophisticated.

All this suggests that we now need to move beyond development econom-
ics to a more universal approach, and, from this point of view, development 
economics as such is becoming outdated. This is not to endorse the view that 
neoclassical economics has all the answers, as Deepak Lal implied—indeed 
the reverse. Rather, we need to draw on the findings of development econo-
mists about understanding context and structural constraints for economics 
in general.

Oxford development economics is indeed already moving in this direction. 
Joint work with scientists in developing countries is becoming more com-
mon; analysis of developed countries along with developing is beginning to 
occur; and most economists would agree that context matters. However, insti-
tutions have not caught up, in Oxford or elsewhere. Over the next seventy 
years, it is likely that we will develop problem-oriented institutions—such as 
those already in existence in the energy, environmental, area studies and social 
policy fields in Oxford—and that we transform the institutions devoted to 
development studies to institutions which study economic structures, con-
straints and change the world over.
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3
Oxford’s Contributions to Industrial 

Economics from the 1920s to the 1980s

Lise Arena

1  Introduction

Industrial economics is usually defined as the study of the structure of mar-
kets, the economic performance of industries, the behaviour of both and the 
manner in which they interact. The discipline did not emerge as a separate 
subject area until the inter-war period in the United States and in England.1 
Embryonic forms of industrial economics can be found in earlier economic 
theories, with the earliest example in the United Kingdom probably being The 
Economics of Industry by Alfred and Mary Paley Marshall (1879). Four decades 
later, a number of US economists, including Frank Knight (1921) and John 
Maurice Clark (1922), had succeeded in introducing some central concepts, 
such as specific forms of imperfect competition and the role of uncertainty 
and risk in the context of innovation.

While industrial economics focuses on the aggregate analysis of sectors and 
industries, the theory of the firm is primarily concerned with the internal 
organisation of firms and firm behaviour. Until the end of the nineteenth 
century, questions relating to firm organisation were subsumed within the 

1 As Hay and Morris remarked in their internationally known textbook on the subject, ‘people have been 
interested in the economic behaviour and performance of industries since the beginning of the industrial 
revolution, but the delineation of a specific area of economics under the title of industrial economics is a 
phenomenon of the last forty years’ (Hay and Morris 1979: 3).
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theory of prices and value and were, at best, concerned with sector- or 
industry- level analysis (see Marshall and Marshall 1879): firms were “empty 
boxes” governed by cost curves (Clapham 1922). The concept of the internal 
organisation of a firm remained neglected, especially after Pigou and 
Robertson’s highly abstract neoclassical analysis effectively eliminated the 
Marshallian concern with the actual workings of the firm (Pigou and 
Robertson 1924). In a well-known survey of the theory of the firm, Kenneth 
Boulding (1942: 791) attributed early developments in the field to ‘extensive 
transformations’ in the basic theory of value in the 1930s.2 At the same time, 
empirical studies, which were increasingly concerned with the separation of 
ownership from management (see Berle and Means 1932), highlighted the 
separate existence of firms from markets, and the importance of their internal 
forms of organisation for overall economic performance.

Since the inter-war period, industrial economics and the theory of the firm 
have constituted a significant part of applied microeconomics. This chapter 
seeks to provide a better understanding of Oxford’s contributions to the emer-
gence and the institutionalisation of industrial economics as an academic dis-
cipline. It falls into four main parts: “Premises”, triggered by David Macgregor’s 
contribution and the Oxford Economists’ Research Group (OERG) 
(1921–1965); “Roots”, illustrated by the research on the Courtauld Inquiry 
and Philip Andrews’ contribution (1943–1947); “Institutionalisation”, evi-
denced by the creation of the Journal of Industrial Economics (1952–1968); 
and “Transformation”, exemplified by the shift of the discipline towards 
industrial organisation (1979–1991). Despite the prominent position of its 
researchers in their respective fields, Oxford’s leading role in the emergence of 
industrial economics is not attributable to any specific school of thought it 
produced, as could be argued was the case at Cambridge. Rather, the Oxford 
case stands out because of its contribution to the emergence and development 
of institutions that are still internationally central to the discipline.

2  Premises: From Macgregor’s (Isolated) 
Contribution to the OERG in the Analysis 
of Industrial Firms (1921–1965)

Until the post-war period, there was no established form of industrial eco-
nomics at Oxford, despite a significant number of scholars interested in the 
study of industrial structures and firms. The premises of the academic 

2 Boulding was specifically referring to Chamberlin (1933) and Robinson (1933), noting that ‘these vol-
umes mark the explicit recognition of the theory of the firm as an integral division of economic analysis 
upon which rests the whole fabric of equilibrium theory’ (Boulding 1942: 791).
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discipline were fostered by a relatively obscure economist, David Hutchison 
Macgregor, who was involved in the creation of an informal group of Oxford 
economists known as the Oxford Economists’ Research Group (OERG).

2.1  Macgregor and Embryonic Industrial Economics

This section considers the life and work of Macgregor who published a sub-
stantial amount on the theory of the firm and contributed to the development 
of Oxford industrial economics. Macgregor studied economics at Cambridge 
where he obtained a BA in 1901. There, he became ‘one of Marshall’s favou-
rite students and became quite attached to his method, i.e. to the use of the-
ory tempered by empirical investigation’ (Lee 1989: 23). In particular, it was 
argued that if Macgregor ‘used Marshallian methods that was because, testing 
them as far as he could against the facts of ordinary life they seemed to him 
the best available’ (Andrews 1953: 348). During his stay at Cambridge, 
Macgregor prepared his Industrial Combination, which was published in 1906 
and resulted in him being elected a Fellow of Trinity College, Cambridge, in 
1904. According to Lee’s biography of Macgregor, at this time he was 
‘employed as a university lecturer in general economics and was paid, unoffi-
cially, by Marshall for the work’ (Lee 2008: 3). In 1908, Macgregor left 
Cambridge to become Professor of Political Economy at the University 
of Leeds.

Macgregor’s Report of Travels (1913) expressed his interest in studying forms 
of industrial organisation in different countries, such as China, Japan, India, 
Russia and the United States. In particular, Macgregor ‘had in view specially 
the relation of foreign nations to the great industrial changes which occurred 
in England nearly a century and a half ago—changes to which we owe the 
nature and the problems of our present industrial life’ (ibid.: 8). In 1919, 
Macgregor moved to Manchester where he became Stanley Professor of 
Political Economy He stayed there for only two years, as in 1921, Edgeworth 
vacated the chair at Oxford, and according to Young and Lee (1993: 12), 
although Macgregor ‘did not formally apply for the Drummond’, the ‘electors 
offered it to him’. Immediately after his appointment, Macgregor engaged in 
extensive research concerned with a wide range of economics topics, such as: 
unemployment (Macgregor 1923); consumption (Macgregor 1924); agricul-
ture (Macgregor 1925); and family allowances (Macgregor 1926). He also 
pursued his research interests in industrial economics and prepared the final 
revision of his 1906 book. In addition, towards the end of the 1920s, 
Macgregor published his research on cartels and other industrial combina-
tions (Macgregor 1927a, 1929, 1930) and became interested in proposals for 
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the rationalisation of industry (Macgregor 1927b). From 1925 until 1937, he 
was joint editor of the Economic Journal, with John Maynard Keynes.3

Macgregor’s concern with an empirical approach to economics was reflected 
by the statistical investigations conducted in his various articles. Although his 
intellectual orientation and personality made him, to some extent, an isolated 
figure, he still contributed to the development of the theory of the firm and 
industrial economics at Oxford, both at the teaching and research level. 
Macgregor’s analysis did not follow the usual methods of pure maximisation 
and equilibrium concepts. Rather, he was more interested in the growth of firms 
and the way that they were able to reproduce themselves. His main idea was that 
new competition came about from skilled businessmen who had learnt the 
trade, who promoted existing relations with customers and suppliers and who 
used their savings (and personal connections) to start their own businesses.

By the mid-1930s, Macgregor had published Enterprise Purpose & Profit 
(1934)—concerned with the behaviour of firms over the trade cycle under 
risk and uncertainty—where he ‘used the formations of new joint stock com-
panies to represent the course of enterprise’ to discover that ‘variations of this 
index precede variations of both prices and employment’ (Todd 1935: 544). 
To him, variations in financial and stock market conditions reflected varia-
tions in company formations. Hence, the concept of strategic behaviour is 
implicitly used at the heart of Macgregor’s contribution: once a firm has 
entered into competition and is established in the market, it then follows 
long-term policies, such as stable prices, balanced with more short-term ones, 
such as decisions to expand.

Despite his research, Macgregor’s message did not take hold at Oxford at 
the time, his contribution eclipsed by the then evolving mainstream of micro-
economics. This situation made him, as recently argued by Warren Samuels, 
‘an “applied” economist in a new world dominated by “pure” economics’ 
(Samuels 2008: 150).4 Yet, he could not be completely ignored by mainstream 
economists due to his steady flow of books and journal articles principally 
published in the Economic Journal and more occasionally in Economica until 

3 Further information about this can be found in Macgregor’s correspondence with Roy Harrod. See in 
particular Letter 119R, Macgregor to Harrod, 18 September 1926 (Besomi 2003: 74); Letter 150, 
Harrod to Macgregor, 7 July 1928 (ibid.: 95); Letter 337, Keynes to Harrod, 30 December 1933 (ibid.: 
259); Letter 456R, Macgregor to Harrod, 12 July 1935 (ibid.: 397).
4 This view is also reinforced by Maurice Allen who argued that ‘[Macgregor] was in the old-fashioned 
Marshall tradition and had…little interest in rigorous analysis that came into vogue in the later years of 
his life. In my view, he was none the worse for that. I should say that in his books…and in his teaching 
he gave students a sounder understanding of the problems of the economy of his time than contemporary 
dons give them at present … It seems to me that…the value of his contribution was underestimated 
because the newer trends (fashions?) in economics passed him by’ (Allen in Lee 2008: 1).
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the mid-1930s. Furthermore, Industrial Combination still constituted an early 
significant account of industrial economics, which was reprinted on several 
occasions and was used as an economics textbook by subsequent generations 
of students inside and outside Oxford.5

2.2  The Role of the OERG in the Analysis 
of Industrial Firms

Despite his isolated position, Macgregor became an ‘active and enthusiastic 
member’ of the OERG shortly after its creation (Andrews 1953: 346). The 
Group was created in 1936 and was initially led by Sir Hubert Henderson 
who was the sole Professor of Economics at Oxford. The earliest members 
were all economists and teaching fellows at Oxford at the time. They are listed 
in Appendix 1 at the end of this chapter. Andrews, who came to Oxford in 
1937 as a member of the research staff, became Secretary of the OERG.

A couple of years after the establishment of the first Sub-Faculty in 
Economics at Oxford in 1932, All Souls College offered a Readership in 
Economic Statistics to promote systematic empirical work in social studies. 
Oxford economists—who were already developing the work of the Oxford 
Institute of Statistics (OIS)—took the opportunity to approach the Rockefeller 
Foundation. In 1937, the financial assistance given by the Foundation to Roy 
Harrod enabled the Group to grow, in two years, from a relatively small num-
ber of participants to more than nineteen members.

The meetings of the OERG were quite informal and their studies basically 
consisted of sets of inquiries or research projects which usually took about 
eighteen months and which were based upon questionnaires. These question-
naires were sent in advance and then formed the basis for after-dinner inter-
views with businessmen who were invited to come to Oxford to dine and 
spend an evening answering members’ questions. Intensive questioning and 
discussions often took place until the small hours of the morning. A record 
was kept of what was said at each meeting and sent back to the guest, allowing 
him to alter his comments. This procedure was considered to be a completely 
new methodology at the time and broke with traditional deductive methods.

5 For example, in 1937, the “Current Notes” section in the Journal of the Royal Statistical Society states 
that: ‘Middle-aged students of industrial combinations will remember the publication in 1906 of an 
important work on that subject by D.H. Macgregor … It has been for some time out of print, and we are 
indebted to the London School of Economics and Political Science for securing its re-issue as the first of 
a series of reprints of scarce works on political economy … Even after thirty years it will repay perusal, for 
it differs from the usual books confined to description or denunciation and is a dispassionate study of the 
economic aspects of the movement’ (Current Notes 1937: 144–145).
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While the topics studied within the Group were diverse and not only 
focused on firms and industries, its most notable research concerned the influ-
ence of interest rates on investment, and the pricing policies of firms. It was 
found that investment decisions taken by businessmen were influenced very 
little by changes in the rates of interest. Regarding pricing policies, many of 
the businessmen participants claimed to set prices according to the “full-cost” 
principle, that is, calculating the average cost of production and then adding 
a margin. In October 1938, the Group published its results in the first issue 
of Oxford Economic Papers. Indeed, a key purpose of the journal was to make 
public the empirical research being carried out by the OERG and the OIS.

In 1939, the OERG published papers on pricing, in particular the famous 
Hall-Hitch exposition of the full-cost principle. It was the first time that theo-
rists had examined actual business practice. They used questionnaires for a 
sample of thirty-eight firms, with the results showing that a significant pro-
portion of these companies did indeed set their prices according to full-cost. 
Typically, a company would make an ex-ante estimate of its output for the 
coming year, then determine average cost (direct costs, e.g. labour, materials, 
energy, per unit of product) and then add to it percentage margins for profit—
the “mark-up”. The firms in question insisted that this pricing mechanism was 
a “rule of thumb” and could result in maximum profits by accident only. 
Hence, the results of the survey appeared to conflict with the received doc-
trine of the time. In other words, this exercise tested the conventional assump-
tion of maximisation in terms of equalisation of marginal cost and marginal 
revenue. In fact, Hall and Hitch justified the full-cost principle by arguing 
that ‘producers cannot know their demand or marginal revenue curves’ (Hall 
and Hitch 1939: 22). Thus, the evidence obtained from the businessmen 
showed that they did not and could not use marginal revenue and cost (i.e. 
any forms of marginalism) to set prices. Rather, it indicated ‘that they [were] 
thinking in altogether different terms’ (ibid.: 18).

After the publication of the articles in Oxford Economic Papers,6 the Group 
was full of intellectual vitality and raring to take their research forward, but 
when the war started in September 1939, members were dispersed, disrupting 
the OERG, which became inactive for the duration of hostilities.7

The conventional wisdom on the post-war OERG is that it had a limited 
effect on Oxford economics in terms of influence and direction of research. 

6 These publications were reprinted in Oxford Studies in the Price Mechanism in 1951 edited by Wilson 
and Andrews.
7 One of the difficulties for scholars in collecting archival evidence from this period is the lack of docu-
mentation. The rumour, which was still circulating many decades later, was that concerns about a Nazi 
invasion and confidentiality issues led Harrod and Andrews to burn the files which contained the entire 
proceedings of the Group in the boilers of Christ Church College, Oxford.
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According to some of its former members, the OERG tried to resurrect itself 
after the war, but the drive and interest that existed before 1939 had gone. 
Nevertheless, the Group did reform, and some new members played an active 
part in its reconstruction. Roy Harrod took the chair and was accompanied 
by some new and some old members, listed in Appendix 2. As can be seen in 
this Appendix, Frank Burchardt, Hubert Henderson and Edward Hugh-Jones 
still attended meetings, along with Philip Andrews, who became the new 
Secretary of the Group and was assisted by Elizabeth Brunner, one of the very 
few female members.

During the post-war period, the members of the OERG were more con-
cerned with researching the internal organisation of the firm. Work on pricing 
had been completed before the war and the post-war Group began to look at 
issues such as productivity and factors affecting capital expenditure (Andrews 
and Brunner 1950: 197). Between 1950 and the end of the OERG, four main 
themes were studied: pricing policy of exporters when the exchange rate 
altered; relationships between firms; business investment; and the sources of 
growth. Papers looking at the last of these were published in the March 1964 
number of Oxford Economic Papers (Leyland 1964; Richardson 1964; 
Richardson and Leyland 1964).

At the beginning of the 1960s, the links that had been developed with 
businessmen were still growing, especially with the help of Harrod, Richardson, 
Leyland and Andrews, and the reputation of Oxford itself. Meanwhile, in 
November 1962, Roger Opie became Secretary of the Group in place of 
Norman Leyland. At the same time, however, the Group’s members started 
showing some loss of interest in its work and the decision to try to increase 
membership and invite new economists was taken. This did not work, how-
ever, and by the summer of 1964 the Group started to seriously question its 
relevance. A meeting in 1965 examined forecasts and business decisions, this 
turning out to be the last gathering of the OERG.

3  Roots: From the Courtauld Inquiry 
to the Publication of Manufacturing 
Business (1943–1949)

The outbreak of war transformed economics research at Oxford and provided 
some new war-related research topics for the OERG and the OIS. This new 
range of issues soon became institutionally based and gave rise to new devel-
opments within the University, such as the Nuffield College Post-War 
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Reconstruction Survey (1941–1944) which led to the Courtauld Inquiry 
(1943–1947). Later on, the publication of Manufacturing Business by Philip 
Andrews in 1949 ushered in a new period of institutionalisation.

3.1  Courtauld Inquiry (1943–1947)

In 1937, the philanthropist, Lord Nuffield, expressed his desire to fund the 
creation of a new postgraduate residential college at Oxford which would be 
devoted to the study of both engineering and accountancy. While the form of 
the offer proposed by Nuffield did not match the University’s desire, it was 
still seen as a major opportunity to provide some coherence within social 
studies at Oxford. Nuffield’s offer was discussed between Alexander Dunlop 
Lindsay (Vice-Chancellor of Oxford) and the economist William Beveridge 
(then Master of University College), the latter clearly disapproving the idea of 
Nuffield’s project on the grounds that it was not sensible to focus exclusively 
on the type of research being suggested. Eventually, Lindsay convinced 
Nuffield to fund a college just concerned with social studies, to the exclusion 
of engineering.

In May 1940, the Warden of Nuffield, Harold Butler, proposed to the 
College Committee a project which would look at the problems of post-war 
economic and social reconstruction. At this stage, G.D.H. Cole and Lindsay 
(also members of the Committee) suggested that Butler’s proposal was too 
focused on a post-war context, and should rather deal with the changes then 
taking place in the economy, such as the effects of the redistribution of popu-
lation. During the following months, Cole and Lindsay went in search for 
financial support for their project from the government. By April 1941, fund-
ing had been secured, and under Cole’s enthusiastic direction, work began on 
examining the economic and social prospects of Britain’s main industrial 
regions (see Young and Lee 1993: 142). Over the next two years, Cole invested 
the majority of his time and energy in this effort. However, the purpose of this 
Social Reconstruction Survey was soon being criticised by senior members of 
the University and by some of Cole’s colleagues at Nuffield who questioned its 
practicality.

The “failure” of the Survey did not help with the promotion of social stud-
ies at Oxford. Shortly before Cole’s resignation in 1944, he received a letter in 
March 1943 from Samuel Courtauld, Visiting Fellow at Nuffield and wealthy 
textile industrialist, expressing his doubts about the dictum “bigger is better”. 
Courtauld offered to partially finance an investigation which would aim to 
collect evidence among firms and their accountants on the issue of the growth 
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of firms. In 1943, it was decided that a six-month pilot investigation should 
be undertaken. This became known as the “Courtauld Inquiry” and was 
placed under a special committee called the “Courtauld Committee” within 
the College Committee at Nuffield.8 The theoretical investigation—con-
cerned with the optimum size of a firm—was conducted by Josef Steindl, 
J.R.L. Schneider and Arthur Bowley and worked out of the OIS.

In May 1944, the first report of the Courtauld Committee was sent to 
Courtauld who particularly liked the statistical investigation conducted by 
Andrews, ‘because it dealt with Courtauld’s data obtained from the [Courtauld] 
accountants’ (ibid.: 149). As a result, Henry Clay, who had taken over from 
Butler as Warden of Nuffield in 1945, agreed with Courtauld that Andrews 
should continue his statistical investigation. The latter went one step further, 
proposing to Clay and Courtauld that he expand his study to the clothing and 
shoe industries. Over the next two years, Andrews, along with the help of the 
OIS, carried out this additional investigation with the assistance of his col-
laborator, Elizabeth Brunner. Although Courtauld died in 1947, funding for 
the project went on until 1949 and led Andrews to publish his results in 
Manufacturing Business.

3.2  Phillips Andrews’ Contribution and the Publication 
of Manufacturing Business

Manufacturing Business was published in 1949 in a very specific context. It 
constituted, on the one hand, a reaction to the well-known Cambridge Cost 
Controversies of the 1920s and 1930s and was, on the other hand, to a large 
extent a continuation of the famous Hall and Hitch empirical investigation 
which appeared in 1939. The Cost Controversies questioned the theoretical 
meaning of Marshall’s work and especially Pigou’s specific interpretation of it. 
Hall and Hitch, however, as shown earlier, followed a more empirical critique 
and sought to demonstrate that the assumption of short-run profit maximisa-
tion which formed the basis of Pigou’s interpretation clearly contradicted the 
pricing practices of businessmen.

In addition to this theoretical background, it is relevant to recall that 
Manufacturing Business emerged from the initial Courtauld Inquiry and was 

8 Archival documents about the Courtauld Inquiry can be found in the Andrews and Brunner Archive 
held at the London School of Economics (LSE). See, in particular, Box 56, which contains an interesting 
note on the relative efficiency of small and big businesses; Box 58, which contains some documents about 
big and small business; Box 60, which contains a report to the Courtauld Committee written by Andrews 
in 1945; and Box 63.
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also an attempt to provide some “practical” tools and empirical evidence for 
the few existing theories on the internal organisation of the firm. Andrews 
made clear his theoretical inspiration:

This mention of a wider experience gives me an opportunity to pay a tribute to 
a major element in my education as an industrial economist—my association 
with the pre-war Oxford Economists’ Research Group … It was the work of this 
Research Group that developed so strongly the conviction that the behaviour of 
business men was consistent, and that, accordingly, even though, on many 
points, it might not seem directly explicable by generally accepted economic 
theory, there was hope that one would arrive at a consistent theory by studying 
individual businesses (Andrews 1949: xv).

In the volume, Andrews used an approach based on observed industrial 
realities at the expense of elementary mathematical formalism. Andrews’ first 
objective was to illustrate the combination of both deductive and inductive 
approaches, and to emphasise their complementarities. Thus, accordingly, 
Manufacturing Business was largely concerned with the complex facts of busi-
ness life, expressed by a detailed investigation of specific firms and industries.

At the same time, however, Andrews tried to develop analytical founda-
tions to go with Hall and Hitch’s empirical results. In fact, he was strongly in 
favour of an integrative approach, combining the full-cost principle (reshaped 
as “normal cost”) with a revival of the Marshallian framework. Andrews’ main 
idea was that in his analysis of the short run, Marshall could clearly be inter-
preted with the help of marginal tools. His analysis of the long period was, 
however, considered to be incompatible with these tools and their individual-
istic foundations.9 Andrews’ interpretation of Marshall’s theory in particular 
stressed the existence of long-run supply curves, including economies of scale. 
The expansion of a firm’s operations over the long run could not be supported 
by a marginal approach, which only admitted increasing average costs across 
such a time period.

Andrews’ expression of normal costs in the long run was, to a large extent, 
influenced by Marshall’s long-period theoretical framework, and especially by 
his concept of the representative firm. By contrast with the marginal 

9 To a large extent, therefore, Andrews’ innovations were analytically rooted. In this context, some years 
after the publication of Manufacturing Business, he wrote: ‘As I interpret Marshall, the root cause of his 
treatment of long run supply at the level of the individual firm is that he thinks of falling, rising or con-
stant cost as being equally conceivable conditions in what he wishes to analyse as competitive industries 
and—as so many passages show—he thinks of manufacturing industry as typically showing falling aver-
age costs as expanded outputs are maintained in the long run’ (Andrews’ Lecture Notes IV, 2 December 
1968, Andrews and Brunner Archive, LSE: 2).
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interpretation of the representative firm, which considered this concept as an 
equilibrium firm, Andrews considered it as a firm which represented the real-
ity of industry. He made it clear in the following note:

This [concept of the representative firm] was his [Marshall’s] new semi-historical 
concept which he brought into his analysis. In Book IV, Ch. XIII, p. 317 when 
he refers to the long period, he talks about normal expenses of production and 
says that for these we must refer to the representative firm, not to any particular 
competitive firm (Andrews’ Lecture Notes IV, 2 December 1968, Andrews and 
Brunner Archive, LSE: 3; underlining in original).

Hence, Andrews refused to see Marshall’s contribution to economics as 
a “static marginalist equilibrium theory”10 extended to the long run. 
Marshall’s representative firm was rather an industrial concept and ‘in 
effect he [Marshall] is saying that we must refer the industrial supply curve 
to industrial conditions and not disaggregate it to purport to get long run 
marginal cost curves for individual businesses’ (ibid.: 4). Thus, the content 
and methodology of Manufacturing Business was a direct attack on the mar-
ginalist theory of the firm.

From Manufacturing Business emerged a series of further work on industries 
which led, in turn, to the establishment of industrial economics as an aca-
demic discipline at Oxford.

4  Institutionalisation: From the Creation 
of the Journal of Industrial Economics 
to Further Developments Towards 
Information- and Knowledge-Based 
Approaches to the Firm (1952–1968)

Philip Andrews’ contribution to the development of industrial economics at 
Oxford went one step further after the publication of Manufacturing Business 
with his creation of the Journal of Industrial Economics in 1952. In parallel, 
further developments in the discipline in terms of information- and 
knowledge- based approaches to the analysis of the behaviour of industrial 
firms helped to propel Oxford’s importance in the field.

10 Or “SMET”, as Andrews referred to the marginalist approach in his Lecture Notes.
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4.1  Creation of the Journal of Industrial Economics

As a response to the wave of interest in empirical studies of industries 
described earlier, the first issue of the Journal of Industrial Economics in 1952 
represented the confirmation of industrial economics as a stand-alone disci-
pline. The aim of the Journal was to drive the new discipline forward, not only 
based upon industrial facts, but also supported by general theoretical 
assertions:

Then in 1952 he [Andrews] founded the Journal of Industrial Economics. Did 
not mean just the old economics of industries. The new term for a new subject 
was not established then as it is now…searching about whether we could use the 
term and not be misunderstood. It is very definitely not just an “applied” sub-
ject. The heart of it is the study of the individual business unit and the decision-
making process—investment, pricing, etc.—and also of course the relationships 
between businesses, which brings in the study of industrial structure, restrictive 
practices and environment generally (talk given by E. Brunner to Frank Friday 
Group (c.1961), Andrews and Brunner Archive, LSE, Box 529: 1–2).

The first issues of the Journal were largely concerned with industrial mat-
ters, often supported by case studies. For instance, the first article of the first 
issue, which was written by Edward Mason, mainly focused on the specific 
case of the raw products industry in the United States (Mason 1952). In the 
same issue, Fred Stones wrote about “Price Policy in a Nationally Administered 
Industry” (Stones 1952) while Robert Shone considered “Steel Price Policy” 
(Shone 1952). The making of business decisions—particularly those studied 
by Frank Friday in the first issue with his paper on “The Problem of Business 
Forecasting” (Friday 1952)—was also a central issue for the Journal.

4.2  The Information- and Knowledge-Based 
Approaches to the Firm: Contributions by 
Richardson and Malmgren

Less than a decade after the emergence of the Journal of Industrial Economics, 
a new trend in the economics of industry and competition emerged with the 
contributions made by two Oxford economists: George Richardson and 
Harald Malmgren, both students of John Hicks. The development of the 
Richardson-Malmgren view of the behaviour of industrial firms was not a 
coincidence or an unintended consequence of their respective work, but on 
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the contrary was largely influenced by the intellectual context of Oxford in 
the late 1950s and early 1960s. Indeed, Richardson and Malmgren were not 
aware of each other’s work until quite late on.

The Richardson-Malmgren approach stressed the role of information and 
knowledge in explaining industrial behaviours. Several remarks can be made 
about the similarities between both authors.

George Richardson contributed to a new strand of thinking in the field of 
industrial economics, stressing the role of information in the evolution of 
firms. Richardson opened Information and Investment (1960) with a critique 
of the concept of perfect competition and of the Walrasian general economic 
equilibrium (GEE) theory. This stressed the fundamental importance of 
information and knowledge and led to Richardson’s more general critique of 
the suppression of the co-ordination problem in neoclassical microeconom-
ics. In fact, according to Richardson, informational factors within the firm are 
essential, mainly because ‘no direct connection can exist between objective 
conditions and purposive activity; the immediate relationship is between 
beliefs about relevant conditions and planned activities which it may or may 
not prove impossible to implement’ (Richardson 1959: 224; italics in origi-
nal). Thus, Richardson’s critique of GEE theory was made on the basis of the 
existence of informational factors. Company performance largely depends on 
what Richardson called the “market conditions” in the GEE. This includes 
both “primary” conditions (concerned with technical production possibilities 
and the current state of consumer preferences) and “secondary conditions” 
meaning the ‘relevant projected activities’ of other economic agents (ibid.: 
229). As Richardson puts it, ‘[firms’] mutual interdependence clearly pres-
ents, for entrepreneurs, a barrier to obtaining the necessary secondary infor-
mation, and, if we are to hope to show how a system can work, we cannot 
escape the obligation to explain how the barrier is overcome’ (ibid.: 230). This 
concept of mutual interdependence providing more information to the firm 
represents the rationale behind the emergence of co-ordination.

Harald Malmgren worked on very similar issues but seems not to have been 
aware of Richardson’s work until he was very far advanced in writing his the-
sis.11 He spent much time discussing period analysis with his supervisor, John 
Hicks, after the publication of Value and Capital (1939). In line with 
Richardson’s argument, Malmgren’s work on the concept of time periods led 
to insights regarding the importance of new flows of information in the pro-
cess of decision-making and located informational factors at the heart of his 
theory of industries. In fact, Malmgren argued that firms entered into 

11 Malmgren (private correspondence, 2008).
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co- operation to stabilise the expectations of managers and could therefore 
reduce transaction costs (as also argued by Richardson). Malmgren’s contribu-
tion was original and constituted a first attempt in paving the way to a new 
kind of industrial organisation, mainly based on organisational and firm the-
ory. His contributions favoured a multi-disciplinary approach, incorporating 
ideas not only from economics, but also from organisational theory, game 
theory and information theory.

The desire for realism expressed by the co-ordination approach to industrial 
economics does not, however, imply that Richardson’s and Malmgren’s con-
tributions were purely empirical. On the contrary, their publications remain 
theoretically grounded, especially regarding their insights on the importance 
of co-ordination and individual interactions in a decision-making process. A 
modern theorist of the firm, reading their texts for the first time, may be 
tempted to link their examination of decision-making to early game theory in 
that they consider the importance of strategic interactions. However, this 
interpretation would be misleading as Richardson and Malmgren made it 
clear that, even though they were aware of game theory, they did not explicitly 
employ it in their research.

Richardson’s work could not be framed in terms of game theory mainly 
because, in his framework of investment co-ordination, before “placing their 
bets”, entrepreneurs are first trying to improve the information they have 
about other agents, since the actions of others necessarily influence the out-
comes of their own choices (see Earl 1998: 18). In other words, Richardson 
was much more interested in the way that agents search for and collect infor-
mation than by their strategic choices per se. Similarly, in his DPhil thesis, 
Malmgren made clear his rejection of game theory. Indeed, he argued that the 
solution to strategic interactions could only depend on the initial nature of 
the information available to each competitor and, therefore, on the degree of 
communication between these competitors. In this respect, Malmgren 
rejected the “theory of games” approach, ‘which ordinarily requires perfect 
information’, and which realistically ‘turns out to be a non-zero-sum game’ 
with an indeterminate solution (Malmgren 1961: 253).

The novelty of Richardson’s and Malmgren’s approaches to Oxford indus-
trial economics was mainly due to their success in providing an alternative 
framework to GEE theory, which remained predominant at Oxford after hav-
ing been revived by the publication of Hicks’s Value and Capital, twenty years 
before. The Richardson-Malmgren co-ordination view of the firm, as it stood, 
also offered an alternative to contemporary developments in game theory, 
which were mainly concerned with strategic choices and much less with the 
nature of information and knowledge at an individual level.
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5  Transformation: From Industrial Economics 
to Industrial Organisation (1979–1991)

Two Oxford economists influenced the general orientation of the subject of 
industrial economics at Oxford during the last part of the twentieth century. 
Donald Hay’s and Derek Morris’s roles in Oxford economics are often associ-
ated with their landmark textbook, Industrial Economics: Theory and Evidence, 
which is considered as important historical evidence regarding the evolution 
of industrial economics. The increasing weight of new microeconomics at 
Oxford is seen as highly influential in the theoretical generalisations made by 
the discipline, which moved further away from the hitherto empirical 
approach to the firm.

5.1  A Comparison of the Successive Editions 
of Industrial Economics: Theory and Evidence—A 
Shift from Industrial Economics 
to Industrial Organisation

The first edition of Hay and Morris’s textbook on industrial organisation in 
1979 constituted a landmark in the development of the subjects of industrial 
economics and industrial organisation in the United Kingdom. It served as a 
basis for teaching even decades after its publication and, as such, exemplified 
the orientation taken by the discipline at Oxford and more generally in 
England. In the preface of the book, Hay and Morris made the objective of 
their volume explicit:

In recent years Industrial Economics has emerged as a major area of economic 
analysis both in terms of theoretical and empirical research and in terms of the 
number of courses at undergraduate and graduate level. This book, stemming 
originally from lecture and seminar series at both levels, is designed for those 
pursuing such courses (Hay and Morris 1979: v).

This first edition was a standard textbook in which industrial economics 
was described as a field in which debates and controversies were ongoing. It 
tried to provide students with synthetic overviews of different approaches. In 
their introduction, Hay and Morris outlined the difficulty in finding a single 
definition of industrial economics and raised two particular matters related to 
it: the disagreements on both theoretical and empirical issues and the 
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confusion over the scope, concepts and methodology of the subject.12 They 
made it clear that industrial economics had emerged as a distinct approach 
from the traditional theory of the firm. In particular, they claimed that:

First, there is an important sense in which the traditional theory of the firm 
represents a long detour in the history of the study of firms’ economic behav-
iour. Second, the development of industrial economics can partly be seen as a 
consequence of several inadequacies and faults of analysis in the theory of the 
firm. Third, while the latter provides a main foundation for the study of indus-
trial economics, several important influences from outside have given a totally 
different character to industrial economics (ibid.).

Nevertheless, while Hay and Morris’s approach to firms and industries 
rejected the standard version of the theory of the firm, their contribution to 
the subject still constituted a break from the Oxford tradition of industrial 
economics, as shaped by Andrews and the Journal of Industrial Economics of 
the 1950s. This judgement is reinforced by comparing the first edition, which 
appeared in 1979, with the second edition, published in 1991, under a slightly 
different title, Industrial Economics and Organisation: Theory and Evidence. 
The 1979 edition referred only twice to Andrews’ normal cost theory. The first 
reference appeared in a chapter dedicated to “pricing behaviour” in which 
Manufacturing Business was mentioned only for its empirical evidence on 
pricing. The book was depicted as a series of empirical investigations, which 
supported the validity of the cost-pricing principle and tried to incorporate 
this into a theory of competition. It is clear, however, that in the authors’ 
minds, Andrews’ book only constituted new evidence to support the 1939 
Hall and Hitch article on pricing. As regards Marshall, Hay and Morris 
adopted a very cautious approach while arguing that Post-Marshallians had 
lost a part of Marshall’s message in dedicating too much work to purely 
empirical studies. Finally, they indicated their support for an approach to 
industrial organisation that would, once again, combine empirical and theo-
retical aspects, as Marshall had done.

The second edition of Hay and Morris’s textbook confirmed these com-
ments. Andrews was again mentioned infrequently, with Manufacturing 
Business only being considered among various empirical contributions, its 
theoretical aspects being completely neglected. Marshall received more or less 
the same treatment as he did in the first edition. The main difference between 

12 ‘First, as in several areas of economics, there is often disagreement on both the theoretical and empirical 
issues involved … Second, and more serious, there is both confusion and conflict over the three main 
elements of this (or any) discipline—its scope or purpose, its concepts and its methodology’ (ibid.: 3).
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the editions was in the ebbing of controversy within the field of industrial 
organisation between 1979 and 1991, mainly because of the increasing domi-
nation of game theory in the theory of imperfect competition and strategic 
interaction. Interestingly, the change in title between the two editions did not 
merit comment or explanation from the authors. However, the second edition 
indicated a shift away from empirical studies towards formalisation, which 
had initially emerged in the United States. Overall, the publication of Hay 
and Morris’s textbook depicted the waning influence of Marshall and to the 
empirical approach to the firm.

5.2  Developments in Applied Microeconomics and Their 
Influence on Industrial Organisation (1950s–1980s)

The development of industrial organisation by Hay and Morris was conducted 
in harmony with advances in general microeconomics. At Oxford, microeco-
nomics was taught at undergraduate level in Philosophy, Politics and 
Economics (PPE) and at graduate level in the BPhil in Engineering Science 
and Economics and in the BPhil in Economics. The first microeconomics 
lecture addressed to PPE students was introduced as late as 1968 and was 
taught by Peter Oppenheimer. Before then, studies of firms’ behaviour were 
encapsulated in the “Theory of the Firm”, “Structures of Industry”, “Industrial 
Organisation”, “Theory of Prices”, “Welfare Economics” and the “Theory of 
Demand”.13 From 1968, microeconomic theory was taught by Oppenheimer 
and George Richardson to PPE students; by Christopher Allsopp, Nicholas 
Dimsdale and Laurie Baragwanath to BPhil students in Engineering Science 
and Economics; and by Richardson, James Mirrlees, Max Corden and occa-
sionally by John Hicks to BPhil students in Economics.14 The first lectures in 
the theory of games were introduced in the Hilary term of 1954. This increas-
ing amount of teaching of microeconomics, applied microeconomics and 
game theory confirms the new orientation taken by industrial organisation, 
suggested by the successive editions of Hay and Morris’s textbook, and 

13 Lectures about the theory of the firm and industries were mainly taught by Andrews and Brunner 
(1952–1968). John Jewkes was mostly in charge of the lectures entitled “Structures of Industry” 
(1952–1969) and “Industrial Organization” with Edward Hugh-Jones (1953–1955). “Industrial 
Organization” was also taught by Norman Leyland (essentially during the year 1954). The “Theory of 
Prices” was successively taught by Paul Streeten (1952), John Hicks (1952–1953/1958), George 
Richardson (1953–1954) and Mr Wright (1955–1960). “Welfare Economics” was taught by Hicks 
(1954–1958/1961–1963); he also taught the “Theory of Demand” (1961–1963).
14 In particular, Hicks taught “Microeconomics IV: ‘Value and Capital’ Revisited” during the Hilary term 
of 1970.
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reflected a general tendency in the mid-1970s and early 1980s towards devel-
oping more deductive and normative approaches in the discipline.

When Andrews and Brunner left Oxford in 1968, David Stout was left in 
charge of the BPhil seminar on industrial economics before he, in turn, left 
Oxford in the early 1970s. Derek Morris then became its organiser and 
pushed the seminar in a different direction. For instance, in 1974 the seven 
weeks of the first term were structured as follows:

 1. The principles and significance of company accounts
 2. The profit-maximising hypothesis
 3. Price formation
 4. Game theory and oligopoly
 5. Mergers and concentration
 6. The organisational structure of the modern corporation
 7. Multinational corporations

A closer look at the reading lists for each topic shows that Week 2 includes 
references to Berle and Means (1932), Marris (1964) and Williamson (1964), 
as contributions to the extension of the profit-maximising hypothesis without 
referring at all to Hall and Hitch or to any work made by the OERG at 
Oxford. It has been argued elsewhere that Marris and Williamson developed 
approaches to the firm supported by concepts of optimum and equilibrium, 
far from Andrews’ interpretation of industrial economics (see Arena 2004).

As a comparison with the first-term topics examined by the seminar, the 
programme for the Michaelmas term of 1957 was concerned with industrial 
economics as defined by Andrews:

 1. Profits in accountancy and in economic theory
 2. Empirical cost functions and their theoretical implications
 3. Competition and the conditions of entry
 4. Competition and the structure of markets
 5. The growth of the firm and the concentration of industry
 6. Oligopolies

This Oxford orientation could be contextualised within a broader picture. 
The introduction of the theory of contestable markets by Baumol et al. (1982) 
was indeed considered a generalisation of the theory of perfectly competitive 
markets in which the determination of industry structure was made endoge-
nous. According to Baumol, ‘in the limiting case of perfect contestability, 
oligopolistic structure and behaviour are freed entirely from their previous 
dependence on the conjectural variations of incumbents and, instead, these are 
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generally determined uniquely…by the pressures of potential competition’ 
(Baumol 1982: 2; italics in original).

The concept of “potential competition” that is central to the theory of con-
testable markets had already been referred to by Marshall and Walras before it 
was systematised by Baumol and his colleagues as the key to their theory of 
industrial structures. The new research programme in industrial organisation 
also highlighted the need to understand economics not only as the produc-
tion of theoretical knowledge but also as policy. The formulation of a compe-
tition policy as needing to maintain the threat of potential competitors in 
order to ensure the efficiency of new entries/exits contrasted with the structure- 
conduct- performance paradigm which was clearly more concerned with the 
stabilisation of structures through insiders’ behaviour. This new line of reason-
ing enlarged the validity conditions of theories of perfectly competitive mar-
kets questioned by some industrial economists, especially with the introduction 
of multi-product firms based on differentiation.

In addition, new models of strategic interaction were also seen as an alter-
native to standard microeconomics and as a contribution to industrial organ-
isation, as shown in Hay and Morris (1991). Price strategies were now studied 
in the context of duopolies and oligopolies with the help of emerging model-
ling techniques. These issues in strategic interaction—developed with an 
intensive use of game theory—corresponded to a new and substantial meth-
odological element in industrial organisation.

The theoretical and empirical orientation taken by the Journal of Industrial 
Economics after Brunner had left the editorial board was also indicative of the 
increasing interest in applied microeconomics and game theory. In particular, 
when Hay took over the editorship, he made a specific effort to align the 
Journal’s aims and objectives with research in game theory. He was convinced 
that such a reorientation was the only strategy that would help to keep the 
Journal successful within the academic community.15 As a result, the issues 
published from the beginning of the 1980s became increasingly formalised 
and less and less empirical in Andrews’ initial sense of industrial economics.

6  Conclusion

Until the beginning of the twentieth century, economists were mostly focused 
on the theory of value and of income distribution whereas studies of firms and 
industries were conducted within the framework of price theory. However, 

15 Oral conversation between Brunner and Hay mentioned in an interview with Hay on 18 July 2006, 
Social Sciences Faculty, University of Oxford.
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the evolution of management techniques led scholars to shift their attention 
towards the internal organisation of the firm and industrial dynamics. From a 
theoretical perspective, the separation of the theory of the firm from the the-
ory of value resulted from the Cost Controversy in Cambridge accompanied 
by a new interpretation of the work of Alfred Marshall.

This chapter has shown that Oxford’s contribution to industrial economics 
is not attributable to any specific school of thought that it produced, as could 
be argued was the case for Cambridge. The lack of emblematic figures at 
Oxford and/or the relative isolation of successive individuals elected to the 
Drummond Chair (in particular Edgeworth and Macgregor) did not produce 
a unified body of knowledge until, perhaps, the innovations made by the 
OERG which, despite its heterogeneous interests, still paved the way for a 
more homogenous methodology and theoretical orientation. Hence, although 
industrial economics today does not resemble the discipline as Philip Andrews 
knew it, his legacy was to institutionally establish it at Oxford.

Oxford took a unique approach to industrial economics due to the OERG 
and the empirical analysis of the firm, this a reaction to the theory of imper-
fect competition popularised at Cambridge in the 1930s. The methodology, 
in particular the use of questionnaires, was at the time specific to Oxford. The 
development of industrial economics at Oxford was also strongly influenced 
by George Richardson and Harald Malmgren who focused on information 
and knowledge between firms and contributed to a deeper understanding of 
the organisation of firms. In this way, they shed light on the emergence of 
more recent knowledge-based economies. The modern evolutionary theory of 
the firm is based on the concepts of capabilities and competences as proposed 
by Richardson and Malmgren which views the firm as a complex and organ-
ised set of competences and resources that is continuously faced with uncer-
tainty. Later on, two key players in the development of industrial economics 
at Oxford were Donald Hay and Derek Morris, whose Industrial Economics: 
Theory and Evidence served as a foundation for the teaching of the subject and 
which represented an important manifestation of the direction taken by the 
discipline at the University.

Finally, industrial economics was shaped by the institutions of Oxford 
itself. The BPhil seminar on industrial economics and the Journal of Industrial 
Economics, both introduced by Andrews in the 1950s, exemplify the applied 
orientation of the discipline based on an empirical methodology. Saying this, 
Andrews’ influence did later wane with the rise of industrial organisation 
based on game theory exported from the United States.
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 Appendix 1: Pre-War Members of OERG

Name and 
affiliation

Years in the 
group Main research interests Reasons for departure

Maurice Allen 
(Balliol 
College)

1936–1948 Monetary economics 
and economic theory

Adviser and Executive 
Director, Bank of 
England, 1950–1970

Marian Bowley 
(OIS)

1936–1937 Industrial economics, 
especially building 
material industries

To focus on research into 
the building material 
industries

Russell 
Bretherton 
(Wadham)

1936–1939 Macroeconomics, 
especially public 
finance

Arthur Brown 
(Hertford)

1936–1939 Industrial economics, 
applied economics 
and statistics

Frank Burchardt 
(All Souls)

1936–1958 Applied economics and 
statistics; Director of 
the OIS, 1940–1958

Robert Hall 
(Trinity)

1936–1947 Macroeconomics, 
especially 
consumption and 
pricing theory

Roy Harrod 
(Christ 
Church)

1936–1965 Macroeconomics, 
especially business 
cycle theory

Never left the Group

Hubert 
Henderson 
(All Souls)

1936–1950 Applied economics and 
statistics

Charles Hitch 
(Queen’s)

1936–1939 Macroeconomics, 
especially pricing 
theory

Edward 
Hugh-Jones 
(Keble)

1936–1955 Industrial economics 
and history

Jacob Marschak 
(OIS)

1936–1939 Applied economics and 
statistics; Director of 
the OIS, 1935–1939

James Meade 
(Hertford)

1936–1937 International 
economics

Member (1938–1940) and 
Director (1940–1947) of 
the Economic Section of 
the League of Nations

Roger Opie 
(Magdalen/
New)

1936–1964 International 
economics

Henry Phelps 
Brown (New)

1936–1947 Labour economics and 
history

Professor of Economics of 
Labour at LSE, 
1947–1968

(continued)
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(continued)

Name and 
affiliation

Years in the 
group Main research interests Reasons for departure

Edward Radice 1936–? Monetary economics; 
macroeconomics, 
especially savings 
issues

Richard Sayers 
(Pembroke)

1936–1947 British monetary 
economics

Cassel Professor of 
Economics at LSE, 
1947–1968

George Shackle 
(OIS)

1936–1939 Macroeconomics, 
especially the theory 
of uncertainty and 
business cycle theory

 Appendix 2: Post-War Members of OERG

Name and affiliation
Years in the 
group Main research interests

Philip Andrews (Nuffield) 1937–1960 Industrial economics, especially the 
theory of the firm

Laurie Baragwanath (St 
Catherine’s)

1961–1965 Microeconomics

Elizabeth Brunner 
(Nuffield)

1948–1960 Industrial economics, especially the 
theory of the firm

Frank Burchardt (All Souls) 1936–1959 Applied economics and statistics; Director 
of the OIS, 1940–1958

David Champernowne 
(OIS)

1948–1959 Macroeconomics, especially 
unemployment issues

Norman Chester (Nuffield) 1948–1949 Politics and unemployment issues
Henry Clay (Nuffield) 1948–1950 Macroeconomics, especially 

unemployment issues
Theo Cooper (St Hugh’s) 1964–1965 Public finance
John Fforde (Nuffield) 1950–1959 Monetary economics
Terence Gorman (Nuffield) 1963–1964 Mathematical macroeconomics
Margaret Hall (Somerville) 1948–1962 Industrial economics
Eric Hargreaves (Oriel) 1948–1959 Industrial economics
Roy Harrod (Christ Church) 1935–1965 Macroeconomics, especially business cycle 

theory
Arthur Hazlewood 

(Pembroke)
1963 Development economics

Hubert Henderson (All 
Souls)

1935–1959 Statistics and applied economics

John Hicks (All Souls) 1950–1965 Trade cycle theory

(continued)
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(continued)

Name and affiliation
Years in the 
group Main research interests

Edward Hugh-Jones 
(Keble)

1935–1955 Industrial economics and history

John Jewkes (Merton) 1950–1959 Industrial economics
Charles Kennedy (Queen’s) 1950–1959 Macroeconomics
Kenneth Knowles (OIS) 1960–1962 Labour economics
Norman Leyland 

(Brasenose)
1950–1965 Industrial economics

Ian Little (Nuffield) 1960–1964 Macroeconomics
Donald MacDougall 

(Nuffield)
1950–1959 Macroeconomics, especially trade cycle 

theory
Grigor McClelland (Balliol) 1963–1965 Management studies
Denys Mundy (Nuffield) 1960–1964 Macroeconomics
M.E. Paul 1963–? Macroeconomics
George Richardson (St 

John’s)
?–1965 Microeconomics, especially the 

information theory of the firm
Derek Robinson (OIS) Macroeconomics
Dick Sargent (Worcester) 1950–1959 Applied macroeconomics
Maurice Scott (Nuffield) 1960–1965 Macroeconomics, especially economic 

growth
David Stout (University) 1960–1965 Industrial economics, especially the 

theory of the firm
Paul Streeten (Balliol) 1961–? International macroeconomics
Peter Vandome (OIS) 1964 Econometrics
Charles Ward-Perkins 

(Pembroke)
1950–1959 Economic history

Tom Wilson (University) 1950–1959 Industrial economics, especially pricing 
policy

David Worswick 
(Magdalen)

1964 Statistics

John Wright (Trinity) 1960–1965 Industrial economics
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4
Economic History at Oxford, 1860–2020

Avner Offer

1  Introduction1

Economics and economic history in Britain came into being together, inter-
twined in Adam Smith’s The Wealth of Nations (1776). Towards the end of the 
nineteenth century they began to diverge. Jevons, Marshall and Edgeworth 
reached for a “Great Theory”, worked up from first principles, ‘complete and 
self-sufficient, able, on its own terms, to answer all questions which those 
terms allowed’ (Shackle 1967: 4). In contrast, economic history is a part of 
“the other canon” of inductive, evidence-based economic investigation 
(Reinert and Daastøl 2004). Its central subject is “the wealth of nations”—
modern economic growth, how it came about, how it kept going, and how it 
affected people at every level. For earlier times and other places, the discipline 
imposes the questions and concepts of political economy. Unlike economics, 
however, economic history is discovered, not created. If it sometimes takes an 
ideological inflection, evidence usually wins out.

1 This chapter is derived from biographical sources, the archive of All Souls College, Oxford, University 
Lecture Lists and  examination decrees, postholder publications, Google Scholar citations (tabulated 
with Harzing’s Publish or Perish), comments by colleagues, critical readings by friends and my own experi-
ence. Thanks to  Cormac O’Grada for  a  line from  Thomas Gray’s “Elegy Written in  a  Country 
Churchyard”, to Jane Humphries for an apt quotation from Toynbee and to Urvi Khaitan for  skilful 
research.
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It comes as a surprise to find that its most persistent theme is how the 
economy affects the household. This is not motivated by middle-class guilt (as 
per Coleman 1987: 65), but by an intuition that what the economy produces 
holds out the incentives for the next round of production: ‘Consumption is 
the sole end and purpose of all production’ (Smith 1776, 2: 159). Productivity 
and welfare interact with each other, and this interaction gives the discipline 
its hidden coherence.

It is easy to construct a kings and queens history of the discipline around 
professors and readers, but their writ did not run far—when they led (which 
was not always) it was by example and suasion. Instead, the story here is of 
problems and preoccupations, each with a lineage of investigators. The first 
theme is how economic output affected the experience of ordinary life. A 
second one is craft, commerce and industry, production, exchange and 
finance, in their specific detail and local cause and effect. Agricultural organ-
isation is a subset of the previous two in a low-density environment which 
antedates modern economic growth. How to measure and validate is a meth-
odological challenge and has a lineage of its own. Coming out of Victorian 
laissez-faire, the discipline implicitly assumes the primacy of getting and 
spending, self-interest and market exchange. This epistemological legacy, the 
history of economic thought, forms another lineage. Government and the 
State appear to the discipline mostly as agents of taxation and war; social 
policy has been outsourced (especially in Oxford) to other kinds of historians. 
The final lineage is what drives economic growth and what holds it back.

The University of Oxford is a federation of wealthy institutions which hire 
accomplished scholars and send young ones into the world. Postholders do 
not appoint their successors, hence there is no dynastic “Oxford School”. 
There is, however, a mode of production. In the enlightenment model of 
progress, valid knowledge is revealed by inspired individuals. Academic 
courses and examinations order it into a syllabus. Continuity comes from 
teaching, which is particularly inflexible in Oxford. Examination rubrics per-
sist for decades, courses are examined externally (i.e. not by their teacher), and 
content changes only slowly. Until recent years, most designated economic 
history posts were University ones with reduced teaching loads. College fel-
lows in history or economics had to cover a larger syllabus, but could focus 
their research. Together, these two groups provided a rich but narrow array of 
undergraduate courses, focused mostly on the British experience.

From the 1930s onwards, economic history had at least two or three ear-
marked University posts. Tenures were short: postholders arrived with reputa-
tions already made (in Oxford or elsewhere) and stayed for a decade or two, 
sometimes to retirement and beyond. Scholars typically published one or two 
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landmark works over their tenure, making one or more for the discipline in 
every decade except the 1890s. These beacons signalled the validity of the 
discipline, were widely discussed, and are cited hundreds and even thousands 
of times. More humble publications make up for lower resonance with larger 
numbers. Knowledge is a web, not a race: everything connects and even an 
uncited publication, born to ‘waste its sweetness on the desert air’, may be 
cherished by its author and vital to their development. Only research carried 
out or published in Oxford is covered here. This undervalues dowries brought 
over from previous posts and also the vast output of postgraduate research, 
most of which was published (if it was) after authors had moved elsewhere.

2  Beginnings

Despite our intentions, in the long early decades which stretch from 1860 to 
1930 it is more convenient to follow individual scholars: the themes took a 
while to get going. The discipline of economic history at Oxford began at one 
of its pinnacles. James Edwin Thorold Rogers (Drummond Professor of 
Political Economy, 1862–1867, 1888–1890, Tooke Professor at King’s 
College, London, Lecturer in History at Worcester College, Oxford—all part 
time) was an eminent Victorian who did much to create the discipline in its 
modern form. Educated in the classics, ordained then de-ordained, he pub-
lished editions of Aristotle’s Ethics (1865) and of The Wealth of Nations, two 
collections of economic history lectures, and many contributions in classics, 
religion, political economy and party polemic, a total of 84 items in Oxford 
libraries, some reprinted several times. Rogers was a Liberal Radical close to 
Richard Cobden, an editor of John Bright, a friend of John Stuart Mill and an 
MP from 1880 to 1885. He was inspired by the early Victorian statistical 
movement to extend Thomas Tooke and William Newmarch’s A History of 
Prices backwards from 1793 to the Middle Ages. His great achievement is A 
History of Agriculture and Prices in England (1866–1902, seven volumes), with 
a midway commentary on Six Centuries of Work and Wages (1884, two vol-
umes). Rogers transcribed an unmatched amount of archival evidence and 
established a grand narrative. Some interpretations have been superseded but 
the work endures, and the volumes remain in print. Robert Allen (a more 
recent Oxford authority) wrote to me that ‘Other scholars have added to it … 
No one has replaced it’. In Rogers’ own words, ‘genuine facts are far more 
valuable than the inferences of any individual who uses them’ (Rogers 
1866–1902, 4: vi).
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Arnold Toynbee was a precocious young Lecturer at Balliol in the late 
1870s and a favourite of the Master, Benjamin Jowett. Toynbee’s Lectures on 
the Industrial Revolution in England (1884) was a short and influential text 
assembled posthumously from student notes. In a burst of eloquence, it 
defines the main issues of economic history in Britain since the Industrial 
Revolution: it asks why it started there in the first place, and what effects it 
had on welfare; and it set the benefits of prosperity against rural displacement 
and factory disciplines. Together with much larger studies by Rogers, Adolf 
Held in Germany and William Cunningham in Cambridge, it laid some of 
the foundations for the nascent discipline.

Toynbee inspired a group of students at Oxford to take up economic and 
social research. Like their teacher, they wanted to confront classical political 
economy with historical evidence. One of their models was the Verein für 
Sozialpolitik, a German academic association whose historical and institution-
alist approach provoked a “battle of the methods” with more analytical 
Austrian economists. Like their mentors in Germany, these Oxford aspirants 
combined archival narratives with current developments and government 
policy in a neomercantilist vein. It was difficult to obtain an Oxford position 
in those years and some of them embarked on University extension lectures in 
the industrial North before going on to posts in other universities (Goldman 
1995; Kadish 1982, Kadish and Tribe 1993; Koot 1987; Tribe 2002).

The most accomplished of this group was William James Ashley who pub-
lished an important Introduction to English Economic History and Theory 
(1888). His work extended from the Middle Ages to current politics and 
policy, recognised by a succession of chairs in Toronto, Harvard and 
Birmingham. Another member, Edwin Cannan, led economics at the London 
School of Economics (LSE), edited a landmark edition of The Wealth of 
Nations and wrote a profound critique of classical economics. E.C.K. Gonner 
in Liverpool edited Ricardo and wrote a history of Common Land and Inclosure 
(1912) while in 1910 the younger George Unwin obtained in Manchester the 
first chair in economic history not only in Britain but also the first in the 
British Empire (Corley 2002: 16). In the tariff reform controversies of the 
Edwardian period, most of this cohort weighed in on the side of protection, 
giving the argument some weight.

L.L. Price, the one who returned to Oxford, established the first qualifica-
tion in economics and political science, a one-year diploma (1904), and 
became the first University Lecturer in Economic History (1907; Reader 
1909–1921). Oxford had already offered a Political Economy module in both 
Modern History and Literae Humaniores (Classics) since the 1870s, with lec-
tures in political economy, the history of economic thought and economic 
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history (the latter from 1898). This anticipated the separate Philosophy, 
Politics and Economics (PPE) undergraduate degree which Price helped to 
start in 1921. The discipline deepened its affinity with adult working-class 
learners in the Edwardian period. Ruskin College opened in Oxford in 1899 
to take in such students, and the Workers’ Educational Association (WEA) for 
extra-mural teaching was also founded there in 1903, supported in part by the 
colleges. The University economics diploma was taken by some Ruskin stu-
dents and extension lecture graduates. In 1908, All Souls College contributed 
£1,200 (enough to support four or five extension tutors) and appointed 
R.H. Tawney, a Classics graduate of Balliol, to lecture two terms a year to 
working men in the North West, and one term in Oxford. Workers ‘wanted 
to know something of the forces which had made them what they were’ 
(Goldman 1995: 130) and economic history was their favourite subject. Thus 
began an illustrious career, and also an enduring association of All Souls with 
the discipline. Sir William Anson, Warden of the College and Liberal Unionist 
MP, was once seen at a WEA party near to midnight keeping time to “Auld 
Lang Syne” ‘with hands clasping those of burly trade unionists on either side 
of him’ (ibid.: 145).

Also at All Souls was its chaplain, A.H. Johnson, ‘a country gentleman in 
holy orders…a hunting, shooting and fishing don’ (ibid.: 33), a tutor at many 
colleges and author of many books. In 1909, he gave the prestigious James 
Ford Lectures in British history on The Disappearance of the Small Landowner 
(1909) from the Middle Ages to his own time, deftly defining a central issue 
in agrarian history. It is remarkably judicious, is written from primary sources 
and remains in print today. He also wrote a detailed history of the Worshipful 
Company of Drapers, originally a medieval London trade guild but by then a 
club for wealthy businessmen.

Tawney followed some of his 1880s forerunners into LSE, but, unlike 
them, he was on the left. His landmark book Religion and the Rise of Capitalism 
(1926) inspired a classic debate which largely took place in Oxford. In 1941, 
Tawney identified some sources of the English Civil War in the “rise of the 
gentry” as a capitalist class in the countryside. In 1948, he received able sup-
port from Lawrence Stone, a Lecturer at University College. Tawney was chal-
lenged by Stone’s former tutor, Hugh Trevor-Roper, soon to be elected Regius 
Professor of Modern History, with statistical evidence provided by J.P. Cooper 
of Trinity. Contemporaries thought that Trevor-Roper had won, but that is 
not the view of posterity. Stone became a History Fellow at Wadham 
(1950–1963), and capped the debate with a magnum opus, The Crisis of the 
Aristocracy, 1558–1641 (1965). It is the most highly cited Oxford work named 
here and was published shortly after Stone left for a distinguished career at 
Princeton.
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Retracing our steps, Ephraim Lipson (Reader in Economic History after 
Price, 1922–1931) graduated from Cambridge and came to Oxford initially 
as a private tutor. His The Economic History of England (1915–1931, three 
volumes) extended from the Middle Ages to the onset of the Industrial 
Revolution in thematic style, by industry and sector. This comprehensive and 
detailed text, highly cited and last reprinted in 1964, became a standard work 
and is still worth dipping into. It was an early statement of the view that the 
Industrial Revolution of the eighteenth century was not a sharp break in eco-
nomic development. The style is that of German historical economics and the 
narrative builds on the foundations laid by Rogers and Cunningham. Lipson, 
together with Tawney, founded and edited the Economic History Review. Julia 
de Lacy Mann (Tutor in Economics at St Hilda’s, Oxford, from 1923 and 
then Principal 1928–1955) served as assistant editor. English wealth from 
medieval times to the nineteenth century was founded on textiles. Lipson 
wrote a history of the woollen and worsted industries which de Lacy Mann 
complemented with The Cotton Trade and Industrial Lancashire, 1600–1780 
(1931, with A.P. Wadsworth). Her doctoral student, G.D. Ramsay (Fellow in 
History, St Edmund Hall, Oxford, 1937–1974), rounded off the subject with 
several studies of the early modern woollen export trade.

Labour wage rigidity is central to interpretations of inter-war unemploy-
ment. Christina Violet Butler, an early social investigator and Director of 
Barnett House, Oxford (now the Department of Social Policy and 
Intervention), taught classes in labour and urban history in the 1920s and 
1930s. G.D.H. Cole brought industrial relations into the centre of Oxford 
economics teaching. He graduated from Balliol like Tawney, also in Classics. 
At the age of 24, he published The World of Labour (1913) which held out a 
vision of guild socialism, that is, worker control of industry for the public 
good by means of occupational guilds. During the war and afterwards, he 
built up a large reputation on the political left. In 1925, Cole obtained a 
Readership in Economics (like Lipson’s, at New College). A prolific and 
much-translated author, he also wrote (with his wife, Margaret Cole) twenty- 
nine detective novels. It is customary to think of Cole as a political theorist, 
and indeed in 1944 he was appointed to the Chair of Political Theory at All 
Souls. Of his fifteen most cited works, ten are historical, the top one being a 
social history of The Common People, 1746–1938 (1938, with Raymond 
Postgate). His economics was institutional and inductive, in defiance of cur-
rent economic theory. From time to time, he also lectured on economic his-
tory, and on the adult education circuit. He published a great deal on the 
history of socialist thought, the labour movement, and consumer co- operatives 
and his elegant biographies of William Cobbett and Robert Owen are of 
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lasting value. Cole’s publication record is broad rather than deep but still adds 
up to a great deal. His doctoral student Hugh Clegg (student, then Fellow of 
Nuffield College, 1947–1967) co-founded the Oxford School of Industrial 
Relations and published the first of three volumes of A History of British Trade 
Unions Since 1889 in 1964 (with Alan Fox and A.F. Thompson).

At the end of the 1920s, All Souls put up housing on some of its North 
London farmland and conferred part of the windfall on a new Chichele Chair 
of Economic History (named after the College founder). Lipson, who had a 
strong claim, was passed over and left Oxford in a huff. The person appointed 
was George Clark (in post from 1931 to 1943). Like Tawney and his own 
friend and contemporary Cole, Clark was a Balliol Classics graduate and had 
lectured to the WEA. He was a safe pair of hands: a lucid writer of broad 
surveys, successively editor of the English Historical Review, the Oxford History 
of England, the New Cambridge Modern History and the Home University 
Library. He moved on to become Regius Professor of History at Cambridge, 
Provost of Oriel College and President of the British Academy. Clark was a 
distinguished historian, no more and no less. He wrote a great deal over a long 
career, but his research contribution to economic history at Oxford was mod-
est: a great facilitator but less of a pacemaker. Between the wars, Oxford had 
no economic historians of the stature of John Clapham and Michael Postan at 
Cambridge. In consequence, it had to import much of its talent from 
Cambridge after 1945.

3  Welfare

Thorold Rogers was outraged by the pre-industrial degradation of labourers, 
which he attributed not to market conditions but to policies ‘which were 
designed or adopted with the express purpose of compelling the labourer to 
work at the lowest rates of wages possible’ (Rogers 1884: 7). How much is 
labour oppression caused by asymmetries of power and how much by the 
workings of the market? The theme is an abiding one at Oxford. Arnold 
Toynbee wrote that: ‘[I]n the early days of competition the capitalists used all 
their power to oppress the labourers, and drove down wages to starvation 
point. This kind of competition has to be checked’ (Toynbee 1884: 66). The 
issue migrated out of Oxford and eventually came back half a century later in 
the next great controversy, the standard of living debate on the welfare of 
manual workers during the Industrial Revolution.

The main polemical thrust of Rogers’ work was that ‘It is vain to rejoice 
over the aggregate of our prosperity, and to forget that the great part of the 
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nation has no share in its benefits’ (Rogers 1866–1902, 1: viii). In two articles 
published in 1949 and 1957, Eric Hobsbawm reopened the long- standing 
distinction (coined as such by T.S. Ashton) between “optimists”, who cele-
brated the benefits of economic development and “pessimists”, who lamented 
its cost. In response to Hobsbawm, the case for optimism was taken up by 
Max Hartwell (Reader in Recent Social and Economic History, 1956–1977). 
He revisited the initial controversy that took place in the early nineteenth 
century, with its discordant voices of suffering and celebration. How was it 
possible to reconcile such different narratives from similar evidence? Hartwell 
calculated that the commodity standard of living was rising. The protagonists, 
who remained civil throughout, faced each other from opposite corners. 
Hobsbawm was an unrepentant member of the Communist Party, Hartwell a 
follower of Friedrich Hayek, a member of his neoliberal Mont Pèlerin Society 
and later its President. His official history of the Society is his most cited work.

The standard of living debate became a proxy for the stand-off between two 
visions of society, social democracy and market liberalism, against the back-
drop of the Cold War. Neither Hobsbawm nor Hartwell were expert quanti-
fiers, but the discipline came to think that the optimists had the numbers on 
their side. In response, the pessimists reached for a broader conception of 
well-being. E.P. Thompson, the most charismatic of them, set it out in his 
great article “Time, Work-Discipline and Industrial Capitalism” (1967). 
Budgets and commodities were only instrumental to ends, namely mental 
stimulation and existential meaning. Smith and Marx had already described 
how factory discipline diminished and debased the mental lives of its workers. 
Thompson was in tune with some critical voices in economics, notably John 
Kenneth Galbraith’s The Affluent Society (1958), William Nordhaus and James 
Tobin’s “Is Growth Obsolete?” (1972) and Richard Easterlin’s “Does Economic 
Growth Improve the Human Lot?” (1974). He anticipated subsequent devel-
opments by decades. In “The Moral Economy of the English Crowd in the 
Eighteenth Century” (1971), Thompson interpreted a transition from pater-
nalism to impersonal markets in terms of a dishonoured contract between the 
elites and the people (there is a similar argument in Rogers). The issues have 
never gone away. Thompson was hugely influential: The 1967 and 1971 arti-
cles were cited twenty and nineteen more times respectively than Hartwell’s 
best, and endure as staples of the syllabus. These are academic votes—the 
popular vote for Thompson would have been larger still. Hartwell is remem-
bered fondly in Oxford as an impartial teacher and supervisor, for his 
Australian wit and convivial presence.
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Thompson’s disciple and New Left comrade Raphael Samuel, charismatic 
in his own way and also a graduate of Balliol, taught at Ruskin from 1962. 
Like Thompson, he left the Communist Party in 1956, and applied a similar 
holistic approach, economic, social and cultural, to the experience of working- 
class lives in the Victorian period. He co-founded the left-leaning History 
Workshop Journal which promoted “history from below”.

In the late 1960s and early 1970s, the Cold War erupted violently in South 
East Asia. Young people engaged with the counterculture, the New Left, and 
the student rebellions, which affected Oxford as well. At the same time, 
Western societies began their slow swerve towards market liberalism. Economic 
history seemed to be relevant: its popularity peaked in the early 1970s (see 
Coleman 1987: 96–98).

In the 1960s, the best left-wing scholars (Thompson, Hobsbawm, Sidney 
Pollard) were kept out of the top professorships. Oxford did its bit when 
Hobsbawm applied in 1967. Trevor-Roper, the Regius Professor of Modern 
History, dominated the selection committee. After its meeting, the Oxford 
historian Keith Thomas heard Trevor-Roper boast ‘that he had that day suc-
ceeded in keeping Eric out of the Chichele Chair of Economic History’ 
(Thomas quoted in Evans 2019: 429). Peter Mathias, the successful candidate 
(Chichele Professor, 1969–1987) was suitably accomplished: the author of 
excellent histories of brewing and of a grocery chain (the latter commis-
sioned), he arrived in Oxford with a judiciously meliorist and very successful 
textbook on The First Industrial Nation (1969a). He was last in the line of 
Oxford institutional economic historians, a descendant of the free-trade lin-
eage of John Clapham and Charles Wilson in Cambridge, a dignified pres-
ence, a reliable doctoral supervisor, co-editor of two volumes of The Cambridge 
Economic History of Europe (1978, 1989), President of the International 
Economic History Association, and Master of Downing College, Cambridge, 
after early retirement in 1987.

At a time of intellectual ferment and existential dread, some of the disci-
pline’s senior professors in Cambridge, London and beyond found nothing 
more important to do than to write corporate histories, implicit celebrations 
of things as they are, all the more so for being commissioned and paid for. 
They followed the lead of Wilson in Cambridge, author of a three-volume 
History of Unilever (1954, 1968), into what one of them described as ‘a form 
of outdoor relief for indigent economic historians’ (Coleman 1987: 139). 
Ironically perhaps, one of the main teaching and research themes in those 
years was Britain’s industrial decline. During eighteen years in the Chichele 
Chair, Mathias published a handful of articles, only one of which (jointly with 
Patrick O’Brien) had much of an impact. Hobsbawm outpaced him in 
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lifetime citations by sixty to one. D.C. Coleman, the Chair at Cambridge and 
a business historian himself, wrote a valedictory book on the decline of the 
discipline (ibid.). He conceded that commissioned volumes were not much 
read and did not quicken anybody’s pulse; he acknowledged that they lacked 
the penetration or panache of Alfred Chandler’s concurrent work on North 
American corporations. Coleman remained hopeful for business history, but 
for the discipline it was a dead end. Barry Supple, another accomplished busi-
ness historian, followed Hartwell as Reader (1978–1981) but published little 
in this short time. The business turn might have been a refuge from the left 
but another challenge was looming.

In the 1960s, economic historians in the United States reclaimed the disci-
pline for economics by applying statistical inference and economic theory to 
the time-series data of the past, which they worked to expand and enrich. 
Economic theory provided models of cause and effect in terms of maximising 
behaviour, and econometric analysis estimated and ranked the causal effect of 
different variables. Robert Fogel deployed this method (known colloquially as 
“cliometrics”) to argue that modern economic growth was not driven by a 
single technological breakthrough, and more specifically not by the railways, 
by calculating a counterfactual in which railways did not exist (1964). In 
another landmark book (with Stanley Engerman), he argued controversially 
that American slavery was formidable because it was economically efficient 
(1974). Cliometrics was a powerful innovation with a polemical undertone, 
assuming (like the rest of economics) the normative primacy of markets. The 
method provided rich data, crisp explanations, and a new sense of scientistic 
rigour. It was even recognised by a Nobel Prize in Economics (for Fogel and 
Douglass North) in 1993.

Cliometrics challenged teachers more than students. It replaced narrative 
with the toolkits of economics. Thatcher’s market liberalism constructed its 
legitimacy with the same tools. Many British economic historians were reluc-
tant to go along, partly from attachment to legacy methods, and partly because 
it was hard to retool. From the 1980s onwards, the discipline, with one foot 
in each of these two discordant approaches, has existed in a mild state of dis-
sonance. As history departments turned away from politics and society 
towards culture and language, economic history in the United States and 
Britain moved out of them. In the former, the discipline found a home in 
economics but in Britain it was out on a limb. Its student appeal diminished 
and it lost much of its academic purchase, although not in Oxford, 
Cambridge or LSE.

Oxford opened up early to cliometrics. Three significant doctorates were 
written at Nuffield College in the 1960s. Several American cliometricians 
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came over and a graduate seminar with two of them ran weekly in 1968. In 
Chicago, Donald McCloskey played on British anxieties by asking “Did 
Victorian Britain Fail?” (1970) and answered counter-intuitively that it did 
not because failure was impossible in a competitive neoclassical economy. 
However, that might not have passed muster for the subsequent Edwardian 
period. Nicholas Crafts (Economics Fellow at University College, 1977–1986) 
led British cliometrics by example, and moved on to eminence at Warwick 
and LSE. In Oxford, he supervised some remarkable doctorates and ran a 
stimulating cliometrics seminar in the 1980s. His initial book and still most 
highly cited publication, British Economic Growth During the Industrial 
Revolution (1985), did not overtly deploy the cliometric trademark technique 
of regression analysis. It refined some of the older price and wage data, inves-
tigated sectoral composition, and added microeconomics and growth theory, 
but its main finding came from a native British tradition of national account-
ing, revising prior work by Phyllis Deane, W.A. Cole and Charles Feinstein to 
argue persuasively that growth had been lower than the term “revolution” 
might imply. It followed therefore that the rise of income per head was also 
slow, and slow to take off.

National accounting received three Nobel Prizes in Economics (Simon 
Kuznets, Wassily Leontief and Richard Stone), but by the 1980s had been 
forsaken by economists who handed it over to central statistical offices. As an 
academic discipline it lives on in economic history. Charles Feinstein (Reader, 
then Chichele Professor 1987–1999) compiled a definitive National Income, 
Expenditure and Output of the United Kingdom, 1855–1965 (1972) while still 
in Cambridge. Stephen Broadberry (Professor of Economic History at 
Nuffield, 2015) has continued in this line, extending the investigation all the 
way back to 1270 in British Economic Growth, 1270–1870 (2015, with several 
co-authors).

From the 1970s onwards, there was always at least one cliometrician at 
Oxford in the Department of Economics, and sometimes more than one. 
Nicholas Dimsdale (Economics Fellow at The Queen’s College, 1961–2004) 
wrote important studies of British monetary policy and of unemployment 
and real wages during the inter-war years, several studies of finance and an 
initial volume of UK Business and Financial Cycles Since 1660 (2019, with 
Ryland Thomas). In the 1990s, the University Lecturer in Economic History 
at St Antony’s College was James Foreman-Peck, whose Public and Private 
Ownership of British Industry, 1820–1990 (1994, with Robert Millward) 
showed that urban utilities owned privately were not more efficient than 
municipal ones. He was followed in post by Charles Knickerbocker (“Knick”) 
Harley (Lecturer, 2005–2011), a prolific cliometrician from Canada who 
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detected concurrently with Crafts that growth was slow in the Industrial 
Revolution. He was a strong critical presence in seminars, an excellent teacher, 
supervisor and colleague.

By the time Harley retired, cliometrics was taking a new direction, intro-
duced in Oxford by his successor, James Fenske (Associate Professor, St 
Antony’s 2011–2016). His focus was on African economic history, investigat-
ing inter alia the pre-colonial determinants of African development and retar-
dation. An empirical turn was taking place in economics, which set economic 
theory aside. The method was to construct a laboratory or field experiment in 
two comparable settings and to determine local causation by applying an 
intervention to one but not to the other. Fenske applied this counterfactual 
method sequentially to determine whether antecedent conditions could 
explain later outcomes. His successor, Eric Chaney (St Antony’s, since 2018) 
specialises in the Islamic world before the modern period. Two other cliome-
tricians in the most recent decade were Rui Esteves (Fellow in Economics at 
Brasenose, with a specialisation in international finance in the nineteenth 
century) and Brian A’Hearn at Pembroke, who writes mostly on Italy. A’Hearn 
is also known for applying (with co-authors, and not for the first time) a 
numeracy test to populations all the way back to the Middle Ages by identify-
ing whether people could specify their year of birth (suggesting competence) 
or whether they rounded it up or down (“heaping”).

The impulses that drove the standard of living debate appeared to be spent 
by the 1990s. A premature sense of closure was provided by Feinstein. In 
response to a particular outburst of standard of living optimism, his Tawney 
Lecture of 1997 was a compelling re-estimation of the commodity standard 
of living. Maximising economic growth is taken in economics to be the mea-
sure of policy success. Did growth improve the lives of those who enabled it? 
Reaching for the essence, Feinstein wrote (in words that echoed those of 
Rogers) that the majority of workers ‘had to endure almost a century of hard 
toil with little or no advance from a low base before they really began to share 
in any of the benefits of the economic transformation they had helped to cre-
ate’ (Feinstein 1998: 652).

The issue lives on, I have argued, because distribution affects not only 
equity, but also efficiency. Jane Humphries (Reader and Professor of Economic 
History, 1998–2013), a Cambridge graduate in economics, initially made her 
mark as an early feminist economist in North America before returning to 
Cambridge. Ever since Rogers, welfare was approached through a masculine 
lens. The long time series used to study it were almost entirely of male wages. 
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Humphries transformed a male breadwinner story into a family one: ‘[T]he 
standard of living’, she wrote, ‘is determined by the household’s access to all 
resources—including the contributions of other family members and welfare 
subsidies’ (Horrell and Humphries 1992: 850). At Oxford, she studied the 
experience of women, children and households during the Industrial 
Revolution and the nineteenth century, using both numbers and archives to 
endorse a pessimistic view. In recent years, she has revisited family standards 
of living all the way from the Middle Ages to the 1850s. In addition to house-
hold work, consumption and incomes, Humphries opened up the mental 
experience of adolescence by means of working people’s autobiographies in 
Childhood and Child Labour in the British Industrial Revolution (2010). Rogers 
had already written that conventional accounts exaggerated welfare by assum-
ing full-time working (see Rogers 1884, 2: 481). Humphries incorporated the 
wage and household work of women and children to suggest that family stan-
dards of living had been exaggerated. This has been amplified recently from 
other sources by Judy Stephenson, a Junior Research Fellow at Wadham. 
Further doubt on the optimist case had been cast by the decline of adult 
heights (an objective indicator of well-being) during the 1830s and 1840s. 
Deborah Oxley (Lecturer and then Professor of Social History, since 2008) 
has been collecting body measurements of nineteenth-century convicts. She 
highlights the large gap between men and women—some of whom actually 
gained weight in prison—as an indication of how hard their lot had been 
outside. Humphries and Oxley have both studied welfare (diets, children, 
poor relief ) as well as human capital formation (health, apprenticeship, 
schooling).

Since the 1990s, an expanding body of work has shown that well-being can 
diverge from income and expenditure in both material and cognitive terms. 
Avner Offer (Reader, 1992–2000; Chichele Professor, 2000–2011) scruti-
nised the welfare impact of capitalism in more recent times. His most-cited 
work, The Challenge of Affluence (2006) shows how myopic bias in consumers 
(under the influence of marketing) has diminished welfare in both American 
and British consumer societies since the 1950s, and the extent to which qual-
ity of life is partly a matter of active choice. Cognitive biases undermine the 
economics of self-interest, giving rise to choices that consumers might come 
to regret, for example, the overeating that gives rise to obesity. Following 
Smith, Rogers and Thompson, he reaffirmed the role of non-market recipro-
cal exchange as a driver of individual choice.
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4  Medieval, Agrarian and Demographic

After Rogers and Ashley, medieval economic history at Oxford resumed with 
the formidable figure of the Russian Paul Vinogradoff (Corpus Professor of 
Jurisprudence, 1903–1925), who added to the reputation of his Villainage in 
England (1892) with The Growth of the Manor (1905) and English Society in 
the Eleventh Century (1908). His student, A.E. Levett (History Fellow and 
Vice-Principal, St Hilda’s, 1910–1923), the first woman economic historian 
in an Oxford post, wrote on monasteries and manors, most notably on the 
Black Death on the Winchester diocesan estates, but ranged into the early 
modern period and even published a text on Europe since Napoleon (1913). 
Ephraim Lipson covered the Middle Ages at the same time, in the first volume 
of his Economic History of England. R.V. Lennard, a medieval agricultural his-
torian, began to teach in Oxford before the First World War, lectured in the 
School of Agriculture and succeeded Lipson as Reader (1932–1951). Like 
many Oxford scholars of the time, he published little in post but a good Rural 
England, 1086–1135 (1959) after retirement.

Exceeding Lennard in portentous silence was Trevor Aston (History Fellow 
at Corpus, 1952–1985), a specialist in the manorial economy with a signifi-
cant reputation but only one important article. He also edited the important 
social history journal Past and Present for twenty-five years. In contrast with 
Aston, Lennard’s prolific successor, W.G. Hoskins (Reader, 1951–1965), 
wrote The Making of the English Landscape (1955), a foundational work in 
environmental history, as well as many highly cited articles and books on late 
medieval and early modern agrarian and urban history, without however 
engaging much with the questions of dispossession and agrarian development 
during the transition to modern growth. Barbara Harvey (History Fellow at 
Somerville, 1956–1993) followed Levett with studies of Westminster Abbey 
and its Estates in the Middle Ages (1977) and of the monastic experience 
(1993). Rosamond Faith (independent scholar) writes on the English peas-
antry and the growth of lordship and, more recently, on the moral economy 
in the countryside in Anglo-Saxon and Anglo-Norman England. Nicholas 
Mayhew of the Ashmolean Museum, an expert on numismatics, has written 
extensively on money and the money supply from the Middle Ages to the end 
of the early modern period while Pamela Nightingale also writes on medieval 
money and credit. Chris Wickham (Chichele Professor of Medieval History, 
2005–2016) ventured into the deeper past: his landmark work on Framing 
the Early Middle Ages (2005) came out at the point of his arrival and was 
 followed by other studies of early medieval Italy and Europe. Alan Bowman 
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and Andrew Wilson, both of them classical archaeologists, study the economy 
of the Roman Mediterranean.

Hoskins was followed by Joan Thirsk (Reader, 1965–1983), an early mod-
ernist. She preferred small differences to large movements, and traced them in 
probate records of household inventories, parish registers of birth and mar-
riage, regional differences in soils and handicraft industries, the everyday 
experience of a distant and unfamiliar past, before the onset of factory indus-
try. Probate records in particular provide a rich insight into status differen-
tials, occupations, standards of living and material culture. Her most important 
achievement was as general editor from 1974 of The Agrarian History of 
England and Wales which she brought to completion (1967–2000, eight vol-
umes). As editor of the three volumes spanning 1500 to 1750, she assembled 
a detailed account of the period by its foremost scholars, including herself. 
Her Economic Policy and Projects: The Development of a Consumer Society in 
Early Modern England (1978) is an engaging account of material cultures and 
household experiences. In retirement, she retrieved early modern diets and 
occasionally served the staple barley bread to dinner guests.

Agricultural enclosure and innovation were another saga of immiseration 
and enrichment. Working the land was still the largest economic sector at the 
end of the eighteenth century, and its transformation in Britain initially 
affected more people than the industrial one. Rogers’ Six Centuries was a story 
of lost contentment. The largest disaster in British history, the Black Death of 
1348–1349, was followed by relatively good times on the land as a shortage 
of hands drove up farming incomes and wages. By the nineteenth century, 
however, agricultural labourers had become the poorest of all manual workers.

Agricultural development in England took the form of enclosing common 
land and the privately owned strips scattered on the open fields. Marx called 
this “primitive accumulation”, the initial big push of capitalist enterprise. It 
had two aspects: a conversion of long-term leasehold quasi-property into 
annual tenancy, and privatisation of common land that provided families with 
subsistence in kind. In the nineteenth century these transitions still had a 
bearing on the Radical struggle for political, economic and social democracy 
against the landed elite. Christopher Orwin became Director of the Oxford 
Agricultural Economics Research Institute at the very end of this period 
(1913–1945), and mostly directed surveys of current farming conditions. 
With his wife Christabel, he wrote The Open Fields (1938) about the sole 
remaining English unenclosed field system in Laxton, Northamptonshire. 
What they found was not a prelapsarian community, but a pragmatic arrange-
ment by enterprising farmers. E.M. Ojala of the same Institute wrote an 
important and underappreciated work, Agriculture and Economic Progress 
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(1952), a rich analytical account of development which provided estimates of 
farm output over the previous century in the United States, Britain and Sweden.

Hrothgar John Habakkuk (Chichele Professor, 1950–1967) made his mark 
initially in Cambridge as an historian of English landownership in the seven-
teenth and eighteenth centuries, also publishing several articles on the subject 
while in the chair. His magnum opus, Marriage, Debt, and the Estates System 
(1994), investigates legal arrangements and property rights. His other main 
contribution, noted later, was in another field altogether.

Richard Smith (Lecturer, then Reader in Population History, 1983–1994) 
approached medieval and early modern agrarian history from a demographic 
aspect. As Director of the Wellcome Unit for the History of Medicine he 
considered the interface between demography and health care as well as infor-
mal support within the family. He was a large positive presence as teacher and 
research leader. Smith was followed by John Landers (Lecturer in Historical 
Demography, 1991–2005) whose most important publication was Death and 
the Metropolis (1993) which examined the demography of London from 1670 
to 1830. Tony Wrigley (Senior Research Fellow, All Souls College, 1988–1994), 
Britain’s foremost historian of population, spent most of his academic life in 
Cambridge. He is prolific and very highly cited.

Finally, Robert Allen (Reader and Professor of Economic History, 
2001–2013) had already contributed to the early history of enclosure before 
his arrival, with the argument that agricultural improvement was the work of 
farmers more than landlords and had largely preceded the eighteenth century. 
He subsequently investigated another big push, this time into State capital-
ism: the industrialisation of Russia and the collectivisation of its agriculture 
between the wars (From Farm to Factory (2003)).

5  Economic Thought and Political Economy

Thorold Rogers opens The Economic Interpretation of History (1888) with a 
limpid exposition of Smith’s early doctrine of reciprocity as motivation. 
Toynbee’s Industrial Revolution engaged polemically with Ricardo and Mill. 
Ashley, Cannan and Gonner published outstanding editions of Mill, Smith 
and Ricardo respectively. L.L. Price wrote a popular Short History of Political 
Economy in England (1891) and included the history of thought as one of 
three equal components in the first Oxford diploma, together with economics 
and economic history. Lectures in vintage economic thought have been 
offered continuously at Oxford since before the First World War, and during 
the 1960s were given by John Hicks, who won the Nobel Prize in Economics 
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soon afterwards in 1972. G.D.H. Cole wrote a much-cited five-volume 
History of Socialist Thought (1953–1960). Walter Eltis (Economics Fellow, 
Exeter College, 1958–1988) published a neoclassical interpretation of The 
Classical Theory of Economic Growth (1984) and other studies in that vein. 
Hartwell’s History of the Mont Pèlerin Society (1995) has already been men-
tioned. More recently, James Forder (Economics Fellow, Balliol College) has 
shed light on the Friedman-Keynesian debates of the 1960s in Macroeconomics 
and the Phillips Curve Myth (2014) which shows that an inflation- 
unemployment policy trade-off was not part of the original reception of the 
Phillips model, and that the expectations argument on the Friedman side was 
a commonplace in economics two decades earlier. Avner Offer wrote on 
Smith, Ricardo and Hayek, and published a book-length political and policy 
interpretation of the Nobel Prize in Economics.

The political economy of taxation, tariffs and war is a constant preoccupa-
tion, ever since the Edwardian tariff reform controversy. Free trade came to be 
associated with Cambridge. Price, like most of the late-Victorian cohort, was 
a protectionist. G.D.H. Cole published a book in 1923 on labour regulation 
in coal mining during the First World War. W.K.  Hancock was Chichele 
Professor from 1944 to 1949 and during his short tenure he published the 
British War Economy (1949) with Margaret Gowing, the first volume in a 
series of “civil histories” on the United Kingdom that had been authorised in 
1942 by the war cabinet. However, most of his prolific writing took place 
elsewhere. Peter Dickson’s The Financial Revolution in England (1967) is the 
foundational modern study of the origins of public debt in Britain (History 
Fellow, Reader and Professor at St Catherine’s, 1960–1996). The political 
economy of the British fiscal state in the eighteenth century was the subject of 
Patrick O’Brien’s Oxford DPhil (Lecturer, then Reader, St Antony’s College, 
1970–1992) and also of several of his most cited contributions. Offer wrote a 
book on war and empire (1989) before returning to Oxford, and several arti-
cles afterwards. Tim Mason (co-founder of History Workshop Journal, History 
Fellow at St Peter’s, 1971–1984) published mostly in German. He argued that 
Hitler was forced into the Second World War by the pressure of working-class 
material expectations which he had stoked up previously. Patricia Clavin 
(History Fellow at Jesus from 2003) wrote Securing the World Economy: The 
Re-invention of the League of Nations, 1920–1946 (2013). Kevin O’Rourke 
(Chichele Professor, 2011–2019) is renowned as an authority on growth and 
international trade. At Oxford, he wrote most notably on the economic deter-
minants of political extremism between the wars, on currency unions, and A 
Short History of Brexit (2019). Mary Cox, a Junior Research Fellow at 
Brasenose, combined demographics and war in Hunger in War & Peace: 
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Women and Children in Germany, 1914–1924 (2019). Finally, Nicholas 
Dimsdale wrote on taxation and its economic effect between the wars, and 
Gregg Huff (Senior Research Fellow, Pembroke, 2014–2018) has brought 
together years of work for his definitive World War II and Southeast Asia: 
Economy and Society under Japanese Occupation (2020). Catherine Schenk, 
Jane Humphries’ successor (Professor of Economic and Social History, 
St Hilda’s, since 2017), specialises in financial history.

6  Drivers of Economic Development

Economic development in Britain and overseas, its causes not its conse-
quences, is the final lineage. Paul Slack (Fellow in History at Exeter College 
from 1973, then Professor of Early Modern History and Principal of Linacre 
College until 2010), who is a prolific social historian, published The Invention 
of Improvement (2014), a fine study of the ideology of development from the 
sixteenth to the eighteenth centuries in Britain, encompassing the emergence 
of political economy and early estimates of national income. A descriptive 
narrative had held sway from Toynbee to Mathias, but a break was made by 
the latter’s predecessor, John Habakkuk, whose genius was to connect welfare 
causally with productivity. In the post-war years, an abiding question in cur-
rent policy was why labour productivity was so much higher in the United 
States than in Britain, despite their similarities in other respects. In American 
and British Technology in the Nineteenth Century (1962), Habakkuk argued 
that the United States suffered a shortage of industrial labour because workers 
could move west and set up as independent farmers with little need for hired 
hands. To economise on labour, American capitalists reached out for new 
technologies. Peter Temin, an American cliometrician, wrote that this account 
was inconsistent with economic theory and with some known stylised facts 
about the two economies (Temin 1966). Habakkuk later reflected that an 
invitation in 1967 to become Principal of Jesus College, Oxford, came in the 
nick of time to prevent a serious collapse in his self-confidence under the 
impact of this criticism, on the face of it demonstrating the superiority of 
American over British technology (Thompson 2004: 103–104). But Temin 
had argued mostly from theory, and theory is a premise, not a finding. Any 
mismatch with reality might arise from defective theory rather than historical 
induction. Habakkuk’s book is cited seven times more than Temin’s influen-
tial critique.

How much did British economic growth benefit from empire and slavery? 
Sugar from West Indian slave plantations enriched merchants and planters, 
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sweetened life a little for the labourers and stimulated the economy. 
Nevertheless, nowhere was wealth more detached from welfare. Figuring out 
this enterprise was part of the life work of Richard Pares, a Fellow of All Souls 
(1924–1945, 1954–1958, among several academic and government posi-
tions) and ‘perhaps the most admired and looked up to Oxford teacher of his 
generation’ (Berlin 2001: 122), author most notably of War and Trade in the 
West Indies, 1739–1763 (1936), and Merchants and Planters (1960). He con-
tinued to write and to teach in defiance of a disabling disease which cut his 
career short. Did the profits of slavery also provide seed capital for British 
industrial growth? Eric Williams (later Prime Minister of Trinidad) made the 
case that it did in an Oxford DPhil published as the landmark Capitalism and 
Slavery (1944). British merchants also made fortunes in the slave trade, and 
the textile industry depended on raw cotton grown by slaves on millions of 
offshore “ghost acres” in the American South. Charles Feinstein, then a 
Marxist, wanted to study this question for his doctoral dissertation in 1952 
but had no answer when asked by Joan Robinson, ‘How can you explain the 
prosperity of the Scandinavian economies if it is all due to Empire?’ (Robinson 
quoted in Thomas 2008: 289). Patrick O’Brien took a similar approach, 
applying the counterfactual method and finding that ‘if the British economy 
had been excluded from trade with the periphery, gross annual investment 
expenditures would have fallen by not more than 7 per cent’ (O’Brien 1982: 
17; italics in original). It could be argued in response that this conception of 
development was too narrow in its focus on investment before the railways, 
when capital was not so critical (and also leaving out the heavy compensation 
received by planters for the abolition of slavery). O’Brien also compared 
British performance with that of other countries, notably in Economic Growth 
in Britain and France, 1780–1914: Two Paths to the Twentieth Century (with 
Caglar Keyder, 1978). He reprised Habakkuk’s point that ownership of land 
by those who worked it affected the choice of technique and induced slower 
urban growth in France. Its economy nevertheless arrived at similar levels of 
prosperity, albeit at a lesser pace but with not as much social harm.

In 1969, Peter Mathias asked “Who Unbound Prometheus?” about the 
relation between science, technology and economic growth (Mathias 1969b). 
Nicholas Crafts, just before arriving in Oxford, speculated whether the occur-
rence of the Industrial Revolution in Britain rather than France, which had a 
similar endowment of talent and innovation, might not have been a matter of 
chance. In a class of his own in this area, Paul David (Senior Research Fellow, 
All Souls College, 1993–2002, Oxford Internet Institute, 2002–2008) con-
tinues to study the economics of technology. He came to prominence in the 
1980s with his concept of “path dependence”, a claim that an industry might 
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be locked into inferior technologies at an early stage because users committed 
prematurely to its inflexible routines. His example was famously the QWERTY 
typewriter keyboard. At Oxford, he continued to publish a stream of highly 
cited articles on the economics of science in historical settings and is cited 
almost five times more than any other Oxford economic historian.

In the post-war decades, several East Asian economies converged with those 
of the West, none more impressively than China. This motivated historians to 
speculate about a possible previous divergence. Kenneth Pomeranz’s The Great 
Divergence (2000) argued that the West only began to draw ahead of Asia in 
the eighteenth century. This stimulated a remarkable enterprise in Oxford, a 
synthesis of welfare and growth developed by Robert Allen. His innovation 
was to use microeconomic price and wage observations to infer macroeco-
nomic trends. The initial step followed the example of Rogers and used some 
of his data. Allen set out to establish long-run trends of prices and wages in 
terms of a standard subsistence basket of commodities. With a global network 
of collaborators, Allen constructed standard of living time series from the 
Middle Ages to modern times in a large number of countries. This defined the 
Great Divergence more precisely in terms of manual labour consumption pat-
terns. It also provided more granular resolution to the “little divergence” 
between Northern and Southern Europe which persists to this day. Allen 
found that wages doubled in England and the Netherlands between 1500 and 
1800, whereas in peripheral Europe they stagnated or declined. This led to an 
interpretation of the Industrial Revolution somewhat similar to the Habakkuk 
thesis on the relation between productivity and welfare: high wages in Britain 
incentivised its entrepreneurs to seek labour-saving innovations. As in North 
America, there was also a natural resource, cheap and accessible coal in the 
United Kingdom versus extensive land in the United States, except that nature 
worked for capital in Britain, not for labour. The combination of technical 
innovation and natural resources delivered a productivity breakthrough 
whose magnitude gave Britain a head start in development that lasted for 
almost a century.

Oxford scholars of non-British economic history had prepared some of the 
ground for this work. Mark Elvin published The Pattern of the Chinese Past: A 
Social and Economic Interpretation (1973). D.C.M. Platt wrote in the 1960s 
and 1970s on the British involvement in Latin American development, Valpy 
FitzGerald and Rosemary Thorp on the region in more recent decades, and 
David Washbrook on colonial India. Pamela Nightingale, the medieval histo-
rian, wrote two books on India in the eighteenth century (1970, 1985), and 
one on Sinkiang, in Chinese Central Asia in the nineteenth century (with 
Clarmont Skrine, 1973). Roger Owen laid the foundations for his eminence 
as an economic historian of the Middle East, Michael Kaser edited a 
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three- volume economic history of Eastern Europe since 1919 (with E.A 
Radice, 1986–1987), David Fieldhouse wrote several influential works on the 
political economy of imperialism, William Beinart wrote on environmental 
history, landownership and population in black South Africa while Feinstein’s 
An Economic History of South Africa (2005) was another profound investiga-
tion of how oppression can defeat markets.

Free labour markets will pay enough to motivate immediate effort, but not 
always to support its long-term requirements for education, health care, hous-
ing and support for disability and old age. In late Victorian Britain, almost a 
third of the population went short of food, shelter, clothing and fuel. It 
requires collective action, and ultimately government intervention, to com-
pensate for market failures. Hence, it is odd that social policy is so incidental 
to economic history at Oxford, perhaps reflecting a bias against non-market 
arrangements. Instead, the subject is mostly taught and studied at Oxford by 
other kinds of historians, lawyers or social scientists. Already, Toynbee advo-
cated municipal housing in 1884. In 1888, the Liberal statesman William 
Harcourt affirmed the same principle when he famously stated that ‘We are 
all socialists now’. That social policy is not primarily a matter of compassion 
but of national efficiency explicitly motivated Edwardian social insurance 
(Searle 1971). Alfred Venn Dicey (Vinerian Professor of Law, 1882–1909), a 
star of Anson’s All Souls College, described what he called the growth of col-
lectivism (the curtailment of “freedom of contract” in favour of labour, of 
which he disapproved) in his magisterial Lectures on the Relation Between Law 
and Public Opinion in England During the Nineteenth Century (1905). Legal 
norms, he said, were not exogenous but always in England an expression of 
public opinion.

Social history is part of the official rubric of the economic history group 
where it is usually taken with some analytical or quantitative twist. Another 
strand within the Faculty of History at Oxford largely falls outside social 
science. It is a substantial department whose achievements are beyond my 
scope here, but several contributions have been salient for economic history. 
Asa Briggs, a giant of the discipline, was in Oxford for a decade from 1945 
and from 1951 as the first Reader in Recent Social and Economic History set 
up for PPE. Apart from Victorian People (1954) and an excellent volume on 
the history of Birmingham (1952) (the first of several commissioned works), 
most of his immense contribution was made after he left and before he came 
back as Provost of Worcester College. Between them Paul Slack, Joanna Innes 
and Jose Harris depicted the unfolding of social policy from the early modern 
period and beyond the First World War. Finally, Charles Webster wrote a 
political history of the National Health Service (2002).
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7  Teaching

Oxford never had a separate first degree in economic history. An 1870s paper 
in Literae Humaniores was the first examined course in political economy. The 
subject was taught sporadically, for example, by Toynbee at Balliol and by 
Rogers in the Hall of Worcester College. ‘These lectures’, wrote Rogers’ son, 
‘were attended by an extremely small audience’. Had they been given in some 
industrial centre, he wrote, ‘hundreds of workmen would, I believe, have paid 
to listen to them’ (A.G.L. Rogers 1891: vii). Ashley, Cannan, Gonner et al. 
found their audiences at extension lectures in industrial towns, followed later 
by Unwin, Price, Tawney, Cole, G.N. Clark and many others.

At the end of the nineteenth century, the Modern History School at Oxford 
was offering a module of half a dozen lectures in political economy. A single 
course in economic history (from 1898) extended to four or five a term after 
1907. When PPE began in 1921, it included an optional paper in “British 
Social and Economic History Since 1770”. A hundred years later, this paper 
is still being taught, with the initial date moved up a century. Undergraduate 
teaching in the discipline is a rich seam: For the period 1920 to 1980, there 
were always around half a dozen course offerings in the Lecture List (mostly 
both in History and PPE) during the first two terms of the academic year 
(fewer in the third), covering British history from medieval to modern, with 
a single paper on European economic history being taught from 1941. Written 
recollections by inter-war PPE students claim that they did almost all of their 
work in tutorials and rarely went to any lectures—but they still felt able to 
pass judgement on the lecturers (Lee 1993). In Modern History, it was still 
possible to take papers in political economy up to the 1930s. In 1940, this fell 
to a single paper, “The Economic Policy of Peel”, which remains on the books 
today albeit in a different form. Undergraduate lectures on economic history 
continued to be offered at about the same intensity up to the 1980s, when 
they began to wither. A separate joint Honours School in History and 
Economics began in 1970. It admits a strong contingent of around twenty 
students a year.

Training for research was an apprenticeship, primarily the DPhil: an incom-
ing candidate would be assigned a supervisor and then left largely on their 
own. Such was my own experience in the 1970s. A weekly seminar was intro-
duced by Habakkuk in the 1950s complete with full minutes of each paper 
and its discussion (see Thompson 2004: 104), and was still running in the 
1960s. Hartwell convened one for doctoral students at Nuffield in the late 
1950s. Today’s weekly staff-graduate seminar first appears in the Lecture List 
in 1970, and many other seminar series came and went, often several of them 
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every week. Postgraduate and doctoral research is the beating heart of the 
discipline. Every year, a young and eager cohort arrived and measured itself 
anxiously against the challenge. It could be a lonely experience and connec-
tions were not always easy to make. Half an hour of sherry after the seminar 
was the main opportunity. As a graduate student, I used to see a distinctive 
young face across the seminar table but only learned his name when he turned 
up as my host at a seminar in Melbourne several years later.

In the 1970s, the core of the discipline in Oxford stabilised. There were 
four permanent posts: The Chichele Chair at All Souls (in the Faculty of 
Modern History), Max Hartwell’s Readership in Recent Social and Economic 
History at Nuffield (Faculty of Social Studies), Joan Thirsk’s Readership at St 
Hilda’s (History) and Patrick O’Brien’s Lectureship at St Antony’s (Social 
Studies). Another was added in the 1980s, namely Richard Smith’s Lectureship 
in Population History, also at All Souls. Area Studies (mostly at St Antony’s) 
appointed economic historians of other continents and regions, who did not 
mix much with the disciplinary core (their achievements have already been 
mentioned). A few tutors in the Faculties of Economics and History also 
engaged with the subject. Chris McKenna and Rowena Olegario plough their 
field in the Business School studying the development of management con-
sultancy, credit agencies, brand management, and Jewish traders in the United 
States while Joshua Getzler in the Faculty of Law wrote an important History 
of Water Rights at Common Law (2004).

In the 1980s, economic history went out of fashion in British universities 
and most independent departments closed. In this dismal setting, economic 
history at Oxford recovered in response to an external nudge. The Economic 
and Social Research Council laid down that students should undergo a year of 
training before going on to doctoral work. In 1991–1992, Feinstein (with 
Offer) devised a taught Master’s degree which for the first time imposed a 
structure on the discipline in Oxford. Graduate instruction fell outside the 
rigid conventions of Oxford teaching and it was possible to design a course 
from the ground up. Two core courses in methodology and quantitative 
methods were combined with an array of options arranged around the teach-
ers’ own research interests, and a thesis. The course attracted a cosmopolitan 
entry of twenty to thirty students a year, about half of them from North 
America and Europe, one-fifth from Britain and the rest from elsewhere. 
Everyone acquired some statistical competence and every lecture on theory 
was linked to a class which applied it to an historical episode. Course progres-
sion promoted bonding, this in part serving to change the local culture. A 
community of up to fifty graduate students interacted frequently at lectures, 
classes, seminars and informally with postdocs and postholders. A norm of 
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methodological pluralism accepted any line of inquiry as legitimate if aspira-
tions were high. Undergraduate teaching continued, but the focus of the sub-
ject had shifted to graduate work.

The practical purpose of this effort is to equip students and their older 
selves with the capacity to make informed judgements by means of argument 
and evidence. More than five hundred graduates have gone forth to respon-
sible positions around the world in universities, public service, business, law, 
advocacy, even in medicine and art.

The experience is also a good in itself. The past is lost. It comes alive when some-
body holds it in their mind, perhaps while reading a book, or while composing 
thoughts in conversation and writing. Meeting together week after week in a lec-
ture room or seminar, people bond together. In the shared quest for understanding, 
and when the magic works, history can light up in their heads.

8  Conclusion

In 160 years, what has the discipline of economic history achieved at Oxford? In 
several respects, it has gone full circle. It emerged in the twilight years of classical 
economics. The rising neoclassical approach took several decades to get established, 
and eventually expelled economic history. But a 140 years after Toynbee, the lad-
der of esteem in the discipline leans again towards economics. A new empirical 
turn in economics is as inductive as history and takes the past as a quarry for its 
natural experiments. Economic history has declined from its peak as an under-
graduate subject, and now thrives as a research discipline.

Economic and social development over historical time is too important a 
subject to ever fall by the wayside and finds a home in a variety of academic 
settings, and altogether outside them. Is it merely a subject or is it also a 
method? At its best, it is a vantage point on the human condition. In Oxford, 
for 160 years, a succession of scholars and their students have striven to stand 
taller and see further. In the discipline of economic history, this collective 
effort has had few equals.
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5
PPE and Oxford Economics

Warren Young and Frederic S. Lee

1  Introduction

Over the century since its inception, the Oxford Philosophy, Politics and 
Economics (PPE hereafter) degree has been the focus of admiration and con-
troversy alike. Originally conceived as “Modern Greats”, a portmanteau 
undergraduate degree parallel to Oxford’s Literae Humaniores, or “Greats”, 
PPE has evolved over time, as has its influence. Many universities in Britain 
and worldwide have copied it (see Brennan et al. 2010). On the other hand, 
its societal impact—as a breeding ground for the British political elite—has 
come to be increasingly criticised especially in recent years (see Kelly 2010; 
Cohen 2014; Beckett 2017). Moreover, as a result of its intrinsic nature, that 
is to say, without a direct focus on economics, the role of the degree in the 
development of Oxford economics, as against those who taught economics 
within its framework, has been problematic. One observer has noted:
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While Cambridge was Marshall and then Pigou, economics at Oxford had long 
been dominated by the English Historical School…which called into question 
the universal propositions of mathematical model building. PPE in the 1920s 
relied at least as much on Mill’s Political Economy as on Marshall’s Principles. The 
enterprise had the stigma of being a soft option (Reisman 2018: 4–5).

Even as late as 1968, a left-wing critic of PPE and its impact upon Harold 
Wilson, one of its most prestigious graduates, wrote in his biography 
of Wilson:

The Oxford School of Politics, Philosophy and Economics is based on two unal-
terable principles: first, everything written about politics and philosophy by 
Karl Marx…is out of date and dangerously biased, while everything written by 
John Stuart Mill…is modern, vigorous and untainted by bias; secondly, every-
thing written about economics by Karl Marx…is out of date and dangerously 
biased, while everything written by Alfred Marshall is modern, vigorous and 
untainted by bias (Foot 1968: 32).

After the establishment of PPE, some Oxford economists even lobbied for 
a separate degree in economics and the formation of a School of Economics 
such that, early on, there was little support for the degree in Oxford, especially 
amongst the economists themselves (see Young and Lee 1993: 26). Indeed, an 
Economics Department was established in Oxford only in 1999, and there is 
still no Oxford BA in the subject. This lack of led to critiques of PPE by some 
of its most prominent graduates who became economists, including Hicks 
and Meade. In his Nobel Prize Lecture, Hicks said, ‘My move (in 1923) to 
“philosophy, politics and economics”, the “new school” just being started at 
Oxford, was however not a success. I finished with a Second-Class degree, and 
no adequate qualification in any of the subjects I studied’ (Hicks 1992: 133). 
Meade, another laureate in economics, described PPE as being a ‘Jack-of- 
three-trades’ degree (Meade quoted in Reisman 2018: 5).

In any case, the overall pedagogical aims and objectives of the Oxford PPE 
have remained consistent since its inception. It was first established ‘to pro-
mote the study of the structure, and philosophical, political and economic 
principles, of modern society’ (Chester 1986: 35). In 1960, according to the 
Handbook to the University of Oxford, it was ‘designed to be a well-balanced 
course of study of the social problems of the modern world’ (Handbook to the 
University of Oxford 1960: 158). The following description, on the occasion of 
its centenary, appeared on the PPE website in March 2020:
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PPE was born of the conviction that study of the great modern works of 
economic, social, political and philosophical thought would have a transforma-
tive effect on students’ intellectual lives, and thereby on society at large. This 
conviction remains as firm today as it was then. As the world has evolved, so has 
PPE.  The course brings together some of the most important approaches to 
understanding the world around us, developing skills useful for a wide range of 
careers and activities (PPE website n.d.).

However, immediately under this appeared, a photograph of the famous 
door 10 Downing Street, illustrating the dissonance that has affected PPE 
over the past century. On the one hand, it became perhaps the world’s most 
famous undergraduate academic degree, attracting from the beginning 
American Rhodes Scholars. According to one account of the relationship 
between the Rhodes Scholar programme and Oxford, PPE was in fact set up 
partly to meet the needs of Rhodes Scholars. It was purposely constructed for 
those who sought careers in public service but had little or no knowledge of 
Greek required for acceptance into the Greats programme (see Schaeper and 
Schaeper 2010: chapter 7). Moreover, one of the early arguments put forth in 
1919  in support of establishing the degree was ‘the expectation of foreign 
students, especially from America, of finding in Oxford a complete apparatus 
of systematic training in social studies’ (Briggs 1991: 320). On the other 
hand, it served as a training ground for what turned out to be the British 
political elite and future leaders in many other countries.

The University awards degrees—undergraduate and graduate—based on 
examination and/or dissertation. University faculties, schools and depart-
ments are the framework for lectures. Instruction also includes seminars, lab 
work (in the physical and biological sciences) and other types of learning. 
Colleges provide small group undergraduate teaching known as tutorials, 
which are ‘central to teaching at Oxford’ (University of Oxford website n.d.). 
This has been the case for the past century of PPE. However, a caveat is neces-
sary here. While tutoring takes place in colleges, in some cases, students have 
been tutored by dons in colleges other than their own at the initiative of the 
college economics tutors themselves. Moreover, different tutors often have 
their own subject preferences. Responsibility for lectures was sub-Faculty, 
and, after 1999, Department of Economics based. The bipartite PPE struc-
ture after the first year of study was introduced in 1971, focusing on the 
combination of either economics and politics, economics and philosophy, or 
politics and philosophy. The structure of the economics component of the 
PPE degree is described by the Department of Economics website thus:
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The economics element of the degree begins with Introductory Economics in 
the first year. This is a compulsory course and introduces students to micro and 
macroeconomic theory. In the second and third years, students continuing with 
Economics on a bipartite basis are required to take at least three courses in 
Economics and at least one of these must be Microeconomics, Macroeconomics 
or Quantitative Economics. Students studying Economics on a tripartite basis 
are required to take at least two courses in Economics and at least one of these 
must be Microeconomics, Macroeconomics, Quantitative Economics or 
Development of the World Economy Since 1800. Students may choose from a 
range of optional courses in areas such as Behavioural and Experimental 
Economics, Money and Banking, Labour Economics and Inequality and 
Economics of Developing Countries. Students thinking of pursuing a demand-
ing higher degree in pure Economics (for example the MPhil in Economics at 
Oxford) normally take Econometrics and either Game Theory and/or 
Microeconomic Analysis (Department of Economics website n.d.).

The history of PPE has been dealt with in detail by Chester (1986), Young 
and Lee (1993) and Currie (1994). Here, we will limit our study to a purpo-
sive survey of PPE economic studies and the development of what we have 
called “Oxford Economics”. Before proceeding, however, an account of the 
development of political economy before the advent of PPE is warranted in 
order to better understand the background to, and problematic nature and 
historical context of, economics within the degree.

2  Pre-PPE Political Economy at Oxford

Political economy and the teaching of its principles at Oxford had a long and 
problematic history. In May 1825, Oxford accepted an offer by Henry 
Drummond to endow a Chair in Political Economy at All Souls. While 
opposed by some, the supporters of the idea of a chair, led by Richard Whately, 
urged acceptance. Political economy, they maintained, was rapidly becoming 
an indispensable field for statesmen. Indeed, as Whately is reported to have 
said, ‘before long political economists of some sort or other must govern the 
world’ (Whately quoted in Briggs 1991: 320). As Oxford was perceived as a 
place to educate the future leaders of Britain, a failure to teach economics 
would mean that they would fall under the influence of Ricardians and 
Utilitarians, an outcome which would be anathema to Oxford’s High Church 
weltanschauung. Moreover, since 1816, Cambridge already had a lecturer in 
political economy.
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Whately was instrumental in securing the appointment of his former pupil 
and friend, Nassau William Senior, as the first Drummond Professor of 
Political Economy in June 1825. Senior presented the theoretical and policy 
positions of what can be called the “Oxford-Dublin School”, as a proto- 
marginalist challenge to classical economics. After Senior’s five year-term 
ended in 1830, Whately took over the Drummond Professorship himself, but 
stayed for only a year before accepting a position as the new Archbishop of 
Dublin in late 1831. Whately’s departure led to the appointment of William 
Forster Lloyd to the Drummond. Although himself a proto-marginalist, 
Lloyd was not quite of the school of Whately-Senior (see Moore and White 
2010). He was succeeded by Herman Merivale and then Travers Twiss. Senior 
returned to Oxford for a second five-year tenure as holder of the Drummond 
from 1847 to 1852. Succeeding holders of the Chair were George Kettilby 
Rickards, Charles Neate and James Edwin Thorold Rogers (see Kadish 1982: 
181–183; see also Young and Lee 1993: 1–4).

The integration of economics in the Oxford curriculum was tentative. 
From the outset, it was originally merely an optional subject within Classics. 
There was rarely more than one question on economics on the Classics exam, 
and it was under-weighted in any case. The Drummond Professorship was 
organised under the School of History. As a result of reforms in 1854, a new 
honours course in Law and Modern History was introduced, for which politi-
cal economy was a subject. History was strengthened by the establishment of 
the Chichele Professorship of Modern History in 1862, and the separation of 
the law component into its own course in 1873. Modern History (containing 
economics) quickly became the second most popular honours course, behind 
Classics. Familiarity with political economy was also a subject for the general 
non-honours examination. In 1873, the recommended textbooks were Smith’s 
Wealth of Nations and Mill’s Principles (see ibid.: 267).

The terms of the Drummond were also revised. After Rogers’ first tenure, 
the two-year interval condition was revoked in December 1867, to allow 
Bonamy Price to serve consecutive terms. In 1877, the University of Oxford 
statutes were revised, and the University added to Drummond’s original 
endowment, taking the stipend up to £300, supplemented by an additional 
£200 Fellowship at All Souls (see ibid.: 172–173).

The English Historical School, notably in the form of Rogers and Price in 
economics, and T.H. Green and Arnold Toynbee in modern history, gener-
ated interest in economics that grew throughout the 1880s. Alfred Marshall 
became a Tutor and Lecturer in Political Economy at Balliol College, from 
1883 to 1884, replacing Toynbee, who died in 1883 (see ibid.: 145, 198). 
Marshall was a popular tutor and lecturer. He influenced many Oxford 
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students, notably L.L. Price. Indeed, as the Oxford Magazine wrote of Marshall 
on 21 January 1885 after his appointment at Cambridge (cited in Whitaker 
1975: 27): ‘Coming to tutorial work little more than a year ago, he has been 
energetic in the teaching of his subject, and has had his reward in large and 
appreciative audiences. He has done much to stimulate the study of Economics 
in Oxford and will be much missed’. Marshall recommended John Neville 
Keynes as his replacement.

Some of the new group of economics-oriented students included William 
Ashley, J.A. Hobson, George Goschen, Price and Edwin Cannan. Many 
stayed on at Oxford, whether as fellows or as lecturers, and went on to form 
organisations like the Social Science Club and the Oxford Economic Society 
(see Kadish 1982: 53–59, 203–204).

The arrival of Francis Ysidro Edgeworth as Drummond Professor in 1891 
changed matters. An economic theorist, Edgeworth deflated the historicist 
energy that had bubbled up during the 1880s. He primarily relied on the 
theoretical economics of Mill and Marshall for the lion’s share of his lectures. 
Partly as a result, economic history was gradually reduced to a single course 
out of seven (see ibid.: 200; see also Young and Lee 1993: 2).

L.L. Price, while a Fellow at Oriel College and afterwards, took the 
position that Oxford should offer a degree in economics. In 1902, he com-
plained to the Oxford Hebdomadal Council (Governing Board of the 
University) that the study of economics had fallen to a point of near extinc-
tion among students. Price pointed to Cambridge’s growing strength in the 
subject and the imminent introduction of the Economics Tripos there, 
suggesting that Oxford needed to catch up and consider a degree in eco-
nomics. This led to the establishment of a special postgraduate “Diploma in 
Economics”, overseen by a special seven-member Committee for Economics, 
to encourage more systematic study of economics at Oxford. Diploma lec-
tures and examinations began in 1905 and consisted of five papers, three 
required papers on economic theory, the history of economic thought and 
economic history, and two elective papers on any mix of these (including 
applied topics) (see Chester 1986: 6–10).

However, while the Diploma was introduced in 1905, it took until 1920 
for the establishment of PPE, which institutionalised economics teaching at 
Oxford, albeit not in the framework of a specific economics degree. Meanwhile, 
not all of the economists at Oxford were impressed by the new degree, with 
Price viewing it as a continuation of Oxford’s tradition of treating economics 
as ‘pretty…but unimportant’ (Department of Economics website n.d.).
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3  PPE Economics at Oxford 
in the Inter-War Years

As noted above, the teaching of economics in Oxford prior to the establish-
ment of the Final Honours School of PPE in 1920 was more historical and 
applied in orientation, such as to label it the “Oxford approach” to political 
economy. Marshallian supply and demand theory was broadly accepted, but 
where many Oxford dons and lecturers differed from Marshall was in its use-
fulness. On the one hand, they argued that the theory was specific to a par-
ticular historical period of capitalism; thus, when those conditions changed, 
the theory’s theoretical conclusions would not necessarily or likely be appro-
priate. On the other hand, they argued that if political economy was to be 
useful, it must be applied to pressing economic and social problems. Thus, 
Oxford dons were most interested in applying theory to practical questions of 
socialism, State interference in the marketplace, fair wages, tariffs, unions and 
cooperatives, land reform and the poor law system. In this context, students 
were asked to learn only the rudiments of supply and demand before moving 
on rapidly to historical and applied topics. Hence, it was a Millian version of 
supply and demand as modified and interpreted by J.  Shield Nicholson’s 
Principles of Political Economy, Henry Rogers Seager’s Introduction to Economics 
and Charles Gide’s Principles of Political Economy that dominated Oxford 
economics at this time; Marshall’s Principles, although accepted as authorita-
tive, was only presented to advanced students, if at all (see Young and Lee 
1993: 12–18).

The establishment of PPE combined with students’ interest in economic 
questions led to an increasing need to provide lectures and tutorials in eco-
nomics. In turn, this led to a nearly two-decade-long spree of hiring young, 
Marshallian-educated and Marshallian-inclined economists, such as Roy 
Harrod, Lionel Robbins, Robert Hall, Eric Hargreaves, Henry Phelps Brown, 
James Meade, Lindsay Fraser, Redvers Opie, Maurice Allen, Richard Sayers 
and Thomas Balogh. Consequently, Marshallian supply and demand theory 
became more dominant as the core material to be taught, with all applied and 
historical topics secondary, especially if they were not based on the theory. By 
1939, the emphasis on historical process disappeared. In particular, lectures 
on economic history declined by nearly 50% between 1920–1921 and 
1938–1939 (from 11 to 6), whereas lectures on the history of economic 
thought initially fluctuated between one and seven, stood at six in 1932–1933, 
but then declined to just one when its status was demoted to an elective paper. 
In contrast, lectures in economic theory fluctuated at around 14 on average 
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and applied topics rose dramatically from an average of nine in 1920–1923 to 
21 in 1936–1939 (see ibid.: 19–22).

The increasing emphasis on and interest in economic theory are reflected in 
the transformation of the economics portion of the PPE examination during 
this period. That is, while many exam questions during the inter-war period 
were concerned with “real-world” questions, what became more and more 
evident were that these questions were dressed up in a theoretical guise, so the 
students were actually dealing with theory rather than the real world per se. 
As many of the real world qua theoretical questions dealt with money, credit, 
unemployment and the Great Depression, they largely drew upon the work of 
economists other than Marshall. However, there was also a steady stream of 
micro-oriented questions. In the 1920s, these examined issues such as interest 
and the productivity of capital, whether the interest rate could actually be 
explained as the result of a preference for present over future income, and the 
distinction between long and short periods in an analysis of costs of produc-
tion. But in the 1930s, the questions were more directed towards utilising 
marginalist theory. Perhaps the smoking gun transition question came in the 
1933 examination when students were faced with a question asking them to 
delineate the “equilibrium price” and whether it could be distinguished from 
the older expression of “normal price”. When, in 1939, an examination ques-
tion was set asking about the “representative enterprise”, there was a protest 
about expecting students to know new terminology (see ibid.: 73–80).

Marshallian economics was clearly taught at Oxford in the inter-war period: 
students had tutorials where they ploughed through the Principles, others 
remember lectures derived from the Principles and working through it in 
preparation for exams, and some even read the Principles during the long (or 
summer) holiday (see Lee 1993). In addition, in the 1928–1929 academic 
year, D.H. Macgregor gave lectures based on the Principles. As the prescribed 
books required students to undertake a historical survey of the classical econo-
mists, many tutors, such as Robert Hall, who accepted Marshall’s continuity 
thesis (or the non-marginal revolution thesis), directed such surveys so that 
they would inexorably lead up to Marshall (see Lee 1993: 108). Finally, stu-
dents were directed to read volumes from the Cambridge Economic Handbook 
series, including Hubert Henderson’s Supply and Demand and Dennis 
Robertson’s Money and The Control of Industry, as well as books and articles 
penned by John Maynard Keynes, A.C. Pigou, Cannan, Gustav Cassel and 
other non-Oxford economists which, at least in the 1920s, were thought to be 
compatible with Marshall. The basic point was that many components of 
Marshall’s Principles, such as utility, marginal utility, supply and demand 
curves, scarcity, price elasticity of demand, quasi-rents, diminishing returns, 
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increasing returns, economies of scale, real costs, marginal productivity and 
support for capitalism, were all part of the instruction at Oxford and hence 
part of Oxford economics.

With the influx of new fellows throughout the inter-war period, Oxford 
became populated by young economists who were not tied to the old ways of 
theorising and who were eager to arrive at ‘practical maxims for economic 
policy’ (Sayers quoted in Young and Lee 1993: 186) using marginalist tools. 
Much of this work was beyond Marshall’s Principles and hence did not con-
cern the theoretical core of his supply and demand analysis of prices. However, 
Oxford economists did reject Marshall’s analysis of prices, his concept of the 
market supply curve and his representative firm. As early as 1924, Harrod had 
started formulating his ideas about the problems associated with supply 
curves, especially with regard to diminishing and increasing returns, a research 
agenda that eventually led to his publications on imperfect competition (see, 
in particular, Harrod 1931). However, Harrod was not of the view that he was 
dismissing Marshall’s supply and demand analysis and his portrayal of the 
business enterprise, but was rather improving on them:

The main doctrines of imperfect competition were worked out largely indepen-
dently by myself and Joan Robinson … The main motive prompting me was to 
get nearer to reality. Orthodox theory had its monopoly theory and its theory of 
competition: the latter assumed an infinite number of producers working for a 
perfect market. This seemed so highly unrealistic that it seemed worth exploring 
what would happen if one made some intermediate assumption. No doubt any 
theory of this sort is only an abstract skeleton, a structure that will have to be 
revised in many particulars, only a very imperfect model of reality. But I do 
think it is an immense improvement on the old doctrine (Harrod 1936).

Of course, Harrod’s ‘improvements’ did constitute a rejection of Marshall’s 
analysis. It is clear that all the economists at Oxford, bar Macgregor, accepted 
the reformulation of supply and demand in marginalist terms and hence the 
models of perfect and imperfect competition and the equilibrium firm. For 
example, in his lectures on “Questions in Advanced Economic Theory” deliv-
ered in Trinity term 1935, Hall dealt with the determinacy of prices. Arthur 
Brown’s notes of the lectures indicate that Hall drew liberally from Edward 
Chamberlin’s The Theory of Monopolistic Competition and Robinson’s The 
Economics of Imperfect Competition. Consequently, marginal cost and revenue, 
optimality, equilibrium, the individual firm, diagrams and mathematics were 
central to Hall’s lectures; and what was entirely absent was any notion of a 
representative firm or any other Marshall-like industrial analysis. Later, Hall 
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gave lectures on “Imperfect Competition” (Michaelmas term 1936) and 
“Competition, Imperfect Competition, and Monopoly” (Michaelmas term 
1938), while Allen gave lectures on “Monopoly and Imperfect Competition” 
(Trinity term 1937). As noted above, Hall’s lectures were viewed by Oxford 
students as being up-to-date and not old-fashioned. Oxford postgraduate stu-
dents, such as Henry Smith, also fell under the influence of Chamberlin and 
Robinson and the use of geometry as a tool of analysis (see Smith 1992: 76).

The replacement of Marshall’s mode of analysis of prices, price determina-
tion and the business enterprise with marginalism is best seen in the work of 
the Oxford Economists’ Research Group. The events leading to the formation 
of the Group, its purpose and its research into pricing have been told at length 
elsewhere (see Young and Lee 1993: 128–136). What is important to empha-
sise is the theoretical role that Chamberlin, Robinson, Harrod and marginal-
ism played in framing the Oxford economists’ understanding and analysis of 
businessmen’s responses to questions dealing with price determination. That 
is, the responses of businessmen with regard to prices and price determination 
could lend themselves to a theoretical interpretation that was distinct from 
marginalism, as with Philip Andrews’ theory of normal-cost pricing. However, 
with the exception of Macgregor and Henderson, all members of the Group 
were confirmed marginalists and accepted the imperfect competition/monop-
olistic competition approaches to price determination. On the other hand, 
the feedback that they received from businessmen clearly indicated that the 
latter thought of prices in terms of some relationship to average total costs and 
totally ignored the marginalist approach to pricing. In fact, severe questioning 
by the Group failed to uncover any evidence that businessmen paid any atten-
tion to marginal revenue or costs and that they had only the vaguest ideas 
about anything remotely resembling price elasticities of demand. However, 
this did not prevent the framing of the responses and evidence in marginalist terms.

In November 1937, Hall read a paper to the group on “Notes on the 
Behaviour of Entrepreneurs During Trade Depression”, which was an 
interpretative- theoretical analysis of the responses of businessmen. In particu-
lar, Hall argued:

In my opinion, the most usual type of competition among the firms which we 
have been considering is a modified form of oligopolistic competition, the gov-
erning factor being the idea of what one of the entrepreneurs called a reasonable 
remuneration. Using very rough figures, I should say that in the absence of a 
cartel, competitors will not follow you if you raise your price above total average 
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cost plus a quantity of the order of 10%, so that over a reasonable period the 
individual demand curve is highly elastic for prices higher than this, or in 
Harrod’s terminology becomes greater than this in the short period. But they are 
compelled to follow you if you lower your prices below this, because if they do 
not do so you will gradually get their trade, the individual demand curve again 
becoming highly elastic in a reasonable period. Thus each individual firm has a 
demand curve which is highly elastic (the more competitors the more elastic) 
above full cost plus normal profit, but with an elasticity similar to the market 
elasticity below this. (See Chamberlin, Monopolistic Competition, Chapter V, for 
analysis of this effect.) If this is so, then profit should be maximized by getting 
the price as high as you can persuade your competitors to put it unless there is 
an unusual degree of elasticity about the market. But receipts may well be maxi-
mized at a much lower price (Hall 1937: 4–5).

In a subsequent version of the paper, “The Business View of the Relation 
Between Price and Cost”, which was presented at the 1938 meetings of the 
British Association for the Advancement of Science, Hall makes it even clearer 
that the marginalist approach framed the analysis of businessmen’s responses:

[O]ur investigations throw some doubt upon the account of business behaviour 
usually given in textbooks on economics … The facts on which this paper is 
based may be stated briefly[:] many businessmen appear to base their prices on 
average or full cost irrespective of the state of the market, and many others think 
that this should be the normal procedure. According to economic theory, this 
would be the most profitable course only (a) in perfect competition when this 
price corresponded to the optimum output (b) in imperfect competition when 
marginal cost equalled marginal revenue at the point where price equalled 
average cost. Thus, it appears that the statement of economists about business 
behaviour is too simple (Hall 1938: 2–3).

This view was retained in the famous published version, “Price Theory and 
Business Behaviour” (Hall and Hitch 1939). So, from the beginning, Hall 
and Hitch’s kinked demand curve was a marginalist response and explanation 
of why businessmen do not use marginal analysis when determining prices, 
which was the way it was seen at Oxford. What was missing from the discus-
sion was any reference to Marshall and his representative firm. By 1939, then, 
Marshall’s industrial analysis had no place in the theoretical thinking of 
Oxford economists (see Lee 1991: 489–497; Young and Lee 1993: 195–197).
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4  PPE Economics During Wartime 
and Post-War

During the Second World War, the study and teaching of economics at 
Oxford, as with so many other subjects, were reduced significantly both by 
the drafting of prospective students into military service and by the move-
ment of economics tutors into the military or government service. Among 
those economics tutors who went into the military or “war-work” were Allen, 
Fraser, Harrod, Hall, Hargreaves, Meade, Opie, Phelps-Brown, Robbins and 
Sayers (see Young and Lee 1993: 151). Balogh, for his part, remained in 
Oxford, teaching and working at the University’s Institute of Economics and 
Statistics (see Streeten 2001: 28; see also the chapter in this volume on Balogh 
by Andrew Graham).

In the 1950s, most economics tutors concentrated on teaching only one of 
the three PPE components; prior to this, many had also taught politics. 
However, they had to teach all aspects of economics—theoretical, institu-
tional and historical. Prior to the 1950s, PPE students were obliged to study 
all three component subjects for all three years of study. By the early 1950s, 
pressure increased to cut this to two areas of study after the first year, to enable 
the introduction of advanced topics in the third year of the degree. In con-
junction, a graduate BPhil degree in Economics was introduced a few years 
earlier, in 1945, to provide a bridge leading to DPhil research. Now, while 
most non-philosophers at Oxford favoured the bipartite economics and poli-
tics PPE degree structure after the first year, the philosophers were powerful 
enough to ensure that Modern Greats, including philosophy, was tripartite, to 
parallel Greats, this being the case at least until 1971. Establishment of a 
single subject BPhil was thus an important development for economics. This 
was later transformed into the MPhil in Economics (see Chester 1986: 
161–184).

The nature of tutorials, lectures and examinations in economics also 
changed in the post-war period. Tutorials were directly linked to lecture mate-
rials, and examinations consisted of three types of questions—essays, short 
answers and mathematical—rather than essay questions only. Recommended 
texts, once based on Marshall and other neoclassical materials for microeco-
nomics and John Maynard Keynes and related materials for macroeconomics, 
changed to Hal Varian for microeconomics and Charles Jones for macroeco-
nomics respectively.
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5  Economics Tutors, Their Students and PPE’s 
Influence in Post-War Britain

Twenty-eight British Prime Ministers have been Oxford graduates; three stud-
ied PPE: Harold Wilson, Edward Heath and David Cameron. In addition, 
economics tutors influenced a generation of Chancellors of the Exchequer 
and other senior British politicians from the 1930s onwards. Those who 
received the PPE degree between 1923 and 1939 reads like a Who’s Who of 
modern British politicians, public servants and academics, along with promi-
nent personalities of other nationalities (see Young and Lee 1993: 81–82). 
Moreover, in the post-war period, as many Rhodes Scholars opted for PPE 
(there were no Scholars appointed during 1940–1946), the result was an 
increasing number of leading US academics and others who were PPE-trained 
(see Schaeper and Schaeper 2010: chapter 9).

Regarding PPE economics tutors, the pre-war group had a significant post- 
war impact as follows. Robbins tutored Evan Durbin and Hugh Gaitskell; 
Harrod tutored Nigel Lawson; Hall tutored Anthony Crosland; Fraser, Opie 
and Allen tutored Wilson and Heath; and Balogh tutored Roy Jenkins. 
However, there are some qualifications to this influence. For example, in his 
first term at Oxford, Gaitskell went to Robbins for tutoring in elementary 
economics. Although Robbins was a critic of Labour, he ‘enjoyed tutoring’ the 
future leader of the Party (Howson 2011: 128, 131).

Jenkins wrote in his autobiography that Balogh ‘was by far the best teacher 
I had’, even if Balogh was shocked by the First Class degree that Jenkins 
obtained (see Jenkins 1991: 42–43). Jenkins went on to recall that while he 
was recruited ‘as an economist’ after the war to work for the British Industrial 
and Commercial Financial Corporation, he was ‘a product of the Oxford PPE 
school with no…specialist training’ in economics (ibid.: 60). That Jenkins 
decided to pursue PPE is not surprising since, as his biographer noted, the 
degree had been the ‘course of choice for aspiring politicians’ as early as the 
1930s (Campbell 2014: 25). Opie tutored both Wilson and Heath. According 
to one Wilson biographer, Opie rated Wilson higher than Heath (see Ziegler 
1993: 21), and indeed Wilson had a promising start to his career as an Oxford 
don. In the view of another of Wilson’s biographers, if he had not been sec-
onded into war work, later deciding to go into politics rather than academia, 
he might well have had a distinguished, albeit unorthodox, academic career, 
along the lines of Kaldor or Balogh, who later advised him as Prime Minister 
(see Smith 1964: 72). On the other hand, some tutors had a direct influence 
on the formation of their student’s ideas. Reisman wrote in his study of 
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Crosland, who was tutored by Hall: ‘It may have made a difference that 
Crosland was writing his Oxford essays on supply and demand for a Trinity 
tutor who, coincidentally, was himself a Labour Party man’ at the time 
(Reisman 1997: 69). Crosland, in turn, tutored Anthony Wedgwood Benn in 
economics while at Oxford (see ibid.: 8).

Perhaps the most outstanding evidence in support of the influence of PPE 
in post-war Britain and up to the present is to be found in the February 2017 
Guardian listing of just some of those who have studied the degree. The list 
includes former UK Prime Ministers; Deputy Prime Ministers, Chancellors, 
Foreign, Education, Health, Justice, Energy, and Work and Pensions 
Secretaries; UK Party Leaders; four non-UK Prime Ministers (two Australian, 
one Pakistan, one Myanmar); one US President; numerous economics and 
political journalists, columnists, editors and a media mogul. Whether or not 
this is a measure of the success of PPE economics per se is a moot point. It is, 
however, an indication of the success of PPE as founded, that is, as a degree 
designed, in the early 1920s, for the future leaders of Britain and the world.
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6
The Oxford Institute of Statistics, 

1935–1962

Jan Toporowski

1  An Uncertain Start1

The Institute of Statistics at the University of Oxford was established in 1935 
with the appointment of the econometrician Jacob Marschak to a Lectureship 
in Statistics at All Souls College. In 1933, the Rockefeller Foundation had 
given the University a grant of $350,000 to create such an institute. The 
money was to be spent over the next seven years in establishing statistics 
teaching and research at Oxford. From the beginning, it was believed that ‘it 
is undesirable to divorce the study of statistics and statistical method from the 
cognate study of Economic Theory and Organisation’, and the appointment 
of Marschak as its first Director confirmed this orientation in the work of the 
Institute (Arena 2011: 110–111).

Marschak was an unusual choice for this position. He had been born in Kiev 
in 1898 and had participated as a Left Menshevik in the October Revolution, 
rising to the position of a Minister in the Caucasian Republic of Terek. 
Marschak left Russia in 1919, and went to Berlin, where he studied under 
Ladislaus von Bortkiewicz, and then under Emil Lederer in Heidelberg. He 
went on to work with Adolph Lowe at the Kiel Institute for the World Economy 

1 I wish to thank David Hendry and the Librarians of the Bodleian Library for assisting me with finding 
the papers of the Oxford Institute of Statistics. I am grateful to Robert Cord for directing me to other 
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(Institut für Weltwirtschaft). German economic theory was highly regarded at 
that time in Britain, and the Kiel Institute was an outstanding example of a 
new direction of research that had emerged in the economic and financial tur-
bulence that followed the First World War, gathering economic data and inter-
preting it with a view to assisting business and government in decision-making 
and other strategies. Similar institutions had been established in France, Poland 
and even Russia. The one in Vienna, the Institut fűr Konjunkturforschung that 
had been established by Ludwig von Mises, was already world famous. A nota-
ble feature was that such institutes were not based in universities, but were 
supposed to be closer to business and government.

Apart from their service in providing information to business and govern-
ment, the new research institutes reflected another trend in economic theory 
towards mathematical formalisation and the systematic creation of data on 
changes in the economy, in particular the business cycle. At the League of 
Nations, a British economist Alexander Loveday headed an Economic 
Intelligence Service that published important data on the changing economic 
fortunes of member countries.

Britain lagged behind Europe in this kind of research. John Maynard 
Keynes wrote on commodities and stocks for the London and Cambridge 
Economic Service that brought together contributions from the London 
School of Economics and Cambridge University (see Cord 2017). But 
national income estimates were not collected until the Second World War. In 
part, this was the outcome of a system of higher education that was organised 
around teaching undergraduates, in particular with the tutorial system in the 
ancient universities of Oxford and Cambridge where college fellowships were 
the prize for postgraduate research, rather than the doctorates that had recently 
been introduced to bring British academic standards up to the level of German 
universities. When Michał Kalecki’s Rockefeller Fellowship expired in 1937, 
his friends in Cambridge found only a handful of university departments 
where research in economics was being conducted (see Toporowski 
2013: 111).2

The Oxford Institute of Statistics was supposed to remedy this, at least for 
the University of Oxford. However, it seems to have had difficulty in getting 
itself started. The possible explanations for this range from the personal to the 
institutional. Among the latter was the alternative focus of research in eco-
nomics at Oxford provided by Hubert Henderson at All Souls College. 

2 Keynes eventually obtained a scholarship for Kalecki at Cambridge to tide him over through 1938, after 
which Kalecki was transferred to the payroll of the National Institute of Economic and Social Research, 
which had been set up with a grant from the British Treasury in 1938.
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Henderson had assisted with the establishment of the Institute of Statistics. 
But he also had his own research agenda. He brought together a group of the 
younger, most research-ambitious economists at Oxford to enquire into prices 
and interest by means of interviews with businessmen. Henderson’s collabora-
tors included Maurice Allen, Eric L. Hargreaves, Frank A Burchardt, Marian 
Bowley, P.W.S. Andrews, Arthur J.  Brown, George Shackle, Roy Harrod, 
James Meade and others (see Besomi 1998). The relative size of their under-
takings was reflected in the staff employed by the two research centres. 
Marschak wrote to Richard Kahn at Cambridge that at the Institute ‘only 1½ 
of its researchers are paid…the rest are voluntary workers…[whereas] two 
men work under the “Economists’ Research Group”’ (Marschak quoted in 
Toporowski 2013: 112).

A possible personal factor in the slow start was Marschak’s own insecurity, 
or at least his desire to be elsewhere. Having reached Berlin to escape the 
Russian Civil War, and then England to escape the Nazi takeover in Germany, 
Marschak was unwilling to test the limits of Germany’s expansion, while in 
America even larger funds (from Rockefeller and the Cowles Commission) 
were available to beef up economics research with statistics. In December 
1938, he left Oxford to go to the United States on a Rockefeller Travelling 
Scholarship. This left the Institute without a Director. Eventually, on 28 
August 1939, two days before Germany’s attack on Poland, Marschak resigned 
his position. However, he then changed his mind and four weeks later, on 26 
September, asked for a further year’s leave of absence. The Standing Committee 
of the Institute decided that no further leave would be granted, whereupon 
Marschak resigned for a second time (see Papers of the Oxford Institute of 
Statistics (hereafter OIS), University Archives, Bodleian Library: UR/SI/1, 
File 1).

2  The Wartime Institute

The outbreak of the war gave the Institute the boost that Marschak had failed 
to deliver. In the first instance, Henderson returned to London, where the 
government was building up a bureaucracy adequate to the economic and 
social demands of conflict, taking a number of his fellow researchers from the 
Oxford Economists’ Research Group with him into official service. Second, 
wartime regulations placed restrictions on the movements and activities of 
“aliens” from hostile powers and occupied parts of Europe, residing in parts of 
eastern England, leading to a movement of foreign and refugee economists 
away from Cambridge. One arrival at the Oxford Institute in February 1940 
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was the Polish economist Michał Kalecki, followed in due course by other 
exiled economists keen to engage their professional skills in the war effort. On 
31 July 1940, Oxford finally appointed a replacement for Marschak in the 
shape of Arthur Bowley, the retired Professor of Statistics from the London 
School of Economics. Bowley’s appointment was only part-time, on the basis 
that he attended for work only four days a week, from Tuesdays to Fridays. He 
was responsible to a Standing Committee of the Institute that met monthly 
and usually included Sandie Lindsay, the Master of Balliol College, Bowley, 
G.D.H. Cole, David Macgregor (the Professor of Political Economy at 
Oxford) and Charles Hitch. Hitch had survived the call-up of economists to 
serve in the government because he was an American citizen and therefore 
exempt from service, that is until the United States entered the war in 
December 1941 (see OIS: UR/SI/1, File 1).

Kalecki and Bowley were joined at the Institute by a research assistant, the 
statistician John Leonard Nicholson. Other researchers employed were 
Thomas Balogh and David Worswick, while in February 1941 the Austrian 
economist, Josef Steindl, was transferred from Balliol College. They were 
joined from time to time by occasional researchers such as Kurt Rothschild, 
Frank Burchardt and Josef Goldmann. The staff of the Institute worked ini-
tially at the New Bodleian Library (now the Weston Library) at the bottom of 
Broad Street, Oxford. In September 1943, it was decided that the Institute 
should move to Balliol. The Institute by now had a small library, the first spe-
cialist economics library at the University, and Kalecki’s wife, Adela, was 
appointed as a part-time librarian. Kalecki’s pre-eminence was reflected in the 
fact that he was paid more than Bowley: In 1943, Kalecki’s salary totalled 
£483, 6 shillings and 8 pence, while Bowley remained on a salary of £400 (see 
Minutes of the Meeting of the Standing Committee of the Oxford Institute 
of Statistics, 12 May 1944, OIS: UR/SI/1, File 2). To some extent, his gener-
ous salary reflected Kalecki’s seniority as the dominant figure, ‘the inspiration 
of the Institute’ (Steindl 1984: 245; see also Worswick 1977).

Arguably, it was during the war years that the Institute enjoyed a peak in its 
activity and its professional standing. With little competition, since British 
experts were now mostly working for the government and subject to official 
secrecy requirements, the Institute became an important source of authorita-
tive comment on economic policy and the financing of the war. The scarcity 
of independent and informed commentary on official economic policy 
increased still further the value of the articles that appeared in the Institute’s 
monthly Bulletin which provided virtually the only regular critical comment 
on such policy. The consistency of the Institute’s work was enhanced by its 
researchers’ deference to the new economics of Kalecki.
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Successive issues of the Bulletin, and then the collection (edited by 
Nicholson) of its most important articles, published in 1947 under the title 
Studies in War Economics, confirm the outstanding quality of the Institute’s 
work and Kalecki’s leading position among its researchers: His name appears 
more than that of any other author (see Oxford University Institute of 
Statistics 1947). The Studies in War Economics grouped the most important 
articles under the following headings: “Economic Mobilization and General 
Controls”, including controls on money and foreign exchange; “War Finance”, 
consisting mostly of Kalecki’s comments on successive government budgets 
during the war, and the question of government debt; “Consumer’s Rationing 
and Price Controls”, of which four out of twelve articles were by Kalecki; 
“Wages and National Income”, made up of four articles, of which three were 
written by Nicholson and one by Kalecki; “Consumption and Prices”, of 
which three out of eight articles were by Goldmann; “Industrial Organisation”, 
seven articles of which three were by Balogh and three by Worswick; and 
finally “War Contracts and Efficiency”, with an article by Steindl, two by 
Kalecki and two by Worswick.

A notable absence from Nicholson’s selection are a handful of papers dis-
cussing the plans put forward by Keynes and Harry Dexter White for clearing 
international payments after the war, and famously discussed at the Bretton 
Woods Conference in July 1944. On publication of the two plans, the Oxford 
Institute of Statistics put out a special Supplement of its Bulletin on “New 
Plans for International Trade”, dated 7 August 1943. The introduction, 
“Lessons of the Past” by an anonymous “Editor” summarises precisely the way 
in which the Institute addressed its technical work to a wider public. The 
rationale for the Supplement was given as follows:

The subject matter of international trade and finance is of a highly technical 
nature and discussions of these problems tend, therefore, to be confined to 
“experts”, city circles and businessmen. It is, of course, appropriate that the 
efforts to come to a satisfactory plan should be left to the experts of the Allied 
Nations whenever technical details are concerned. It is important, however, that 
a wider circle than the mere experts should understand the general issues 
involved and help to shape the line along which agreement should be sought by 
the experts. For, although questions of social security and full employment 
would appear to affect the life of the average citizen more immediately and fun-
damentally, there can be no doubt that his welfare and standard of living will be 
greatly influenced by the sort of international order or disorder in the economic 
relations between States which will emerge after the war (“Lessons of the 
Past” 1943: 3).
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The Supplement represented contributions from members of the Joint 
Committee of Nuffield College and the Oxford Institute of Statistics. The 
longest contribution was an article by Ernst (“Fritz”) Schumacher summaris-
ing the key mechanisms of the plans proposed by Keynes and White (see 
Schumacher 1943a). As the author of an earlier paper on multilateral clearing 
(Schumacher 1943b), he was well qualified to summarise Keynes’s and White’s 
proposals.3 Schumacher considered that both plans were inadequate to pro-
vide the liquidity necessary to maintain multilateralism and this brought with 
it the danger that individual governments would revert to rationing foreign 
exchange or bilateralism, that is, settlements between central banks on a net 
basis, which would impart deflationary pressure throughout the world. In 
another paper, written with Kalecki, Schumacher put forward a plan to rem-
edy the defects in both the Keynes and White plans to make them more sup-
portive of development efforts in the less industrialised countries, and more 
supportive of industrial countries, like the UK, that found themselves with 
chronic deficits (Kalecki and Schumacher 1943). The third contributor was 
Balogh, who pointed out how deflationary forces may emerge where govern-
ments are less concerned with full employment and more concerned with 
balanced trade (see Balogh 1943). The Bretton Woods Agreement provoked a 
further article by Schumacher and Balogh, criticising the absence of adequate 
reserve provisions and therefore the inevitable continuation of wartime con-
trols after the conflict had ended (see Schumacher and Balogh 1944). Balogh’s 
criticisms were a particular source of annoyance to Keynes, who was respon-
sible for British policy at the Conference (see Skidelsky 2000: 445).

3  Aliens Exposed

A reader looking just at the publications of the Institute might be forgiven for 
thinking that it provided a congenial intellectual milieu for its researchers to 
do applied work using statistics to verify trends in economic activity. As usual, 
this reflects the less visible nature of the vexations that emerged with the war. 
Among those working at the Institute was the industrial economist 
P.W.S. Andrews. According to a note by Kalecki, Andrews was working on a 

3 Schumacher had been a German Rhodes Scholar at Oxford, but ended up as an agricultural labourer 
working on the farm of Robert Brand, the Managing Director of Lazard Brothers, who was, with Keynes, 
one of the British delegations to the Bretton Woods Conference. In 1941, Brand passed on to Keynes a 
memorandum written by his farm labourer entitled “Some Aspects of Post-War Economic Planning” (see 
Keynes 1980: 21). Schumacher later became better known, of course, for his volume Small Is Beautiful, 
where he supported the greater use of intermediate (or appropriate) technology.
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study examining changes in the stocks of consumption goods (Kalecki 1941). 
However, it seems that Andrews was a conscientious objector (personal com-
munication from John King; see also King 1988: 190). This may explain why, 
after a brief note on rationing in the fourth issue of the Institute’s Bulletin in 
1940 (Andrews 1940), no further articles appear in Andrews’ name, and there 
are no articles by him in Studies in War Economics. In the late 1940s, Andrews 
resumed his publishing.

Relations with government and the rest of the University were not helped 
by the concentration in the Institute of so many foreign researchers with dis-
tinctly left-wing political views. They had an ally on the Standing Committee 
in the form of G.D.H. Cole, Reader in Economics at University College and 
recently appointed the Sub-Warden of the newly founded Nuffield College. 
In 1941, Cole put forward the idea of a Social Reconstruction Survey. The 
Survey was to enquire into social conditions and shifts of population in vari-
ous regions and industries in Britain as a result of the war. It was established 
with funding from the Treasury at the newly founded Nuffield College that 
was then still looking for premises. Andrews was appointed Chief Statistician 
to the Survey.

Cole’s reputation as a radical socialist did not endear him to the man who 
was paying for the College, the industrialist Lord Nuffield, a man of strongly 
conservative views. Anxieties about the political direction of the Survey were 
supposed to be allayed by having it managed by a Joint Committee consisting 
of representatives of Nuffield College, the Royal Institute of International 
Affairs (Chatham House) and the Oxford Institute of Statistics. However, 
opposition to Cole’s influence continued in the Hebdomadal Council that 
governs the University of Oxford. In the summer of 1943, that opposition 
hardened and it was proposed that the Survey should be transferred to the 
Oxford Institute of Statistics, whose then Director, Bowley, was appointed to 
a small committee to investigate the academic value of the Survey 
(“Introduction” to Papers of the Nuffield College Social Reconstruction 
Survey).

It was in this context of political and institutional rivalry over the Survey 
that, on 9 April 1943, J.D. Denniston, a Classics Fellow at Hertford College, 
wrote to Sir Douglas Veale, the Registrar of the University of Oxford, con-
cerning the confidentiality of the material being received by the Survey, in 
view of the proximity of the Survey to the Institute of Statistics where so many 
“aliens”, the peculiar term then used by the British for foreigners in the United 
Kingdom, were working.

Denniston’s letter must have been of some importance because Veale 
referred the matter immediately to Bowley. A handwritten note by Bowley to 
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Veale, dated 13 April 1943, (OIS: UR6/CQ/SI/, File 1, Part 2) lists two 
British citizens as working for the Institute, Worswick and Nicholson, four-
teen aliens with names and ages and two naturalised aliens, that is, foreigners 
with British citizenship, Balogh, formerly Hungarian, and M.J. Elsas, a 
German refugee. Bowley noted that ‘in fact no Govt. Department is directly 
concerned with the Institute, but its Bulletin is circulated and there are occa-
sional enquiries’. On the following day, Veale wrote to Denniston to reassure 
him that the aliens at the Institute were strictly controlled in their access to 
confidential government material. In fact, such material was handled by an 
employee of Chatham House which, together with Nuffield and the Institute, 
participated in the Joint Committee managing the Survey. Veale attached a 
“List of Aliens” employed by the Institute. This contained the two naturalised 
aliens, Balogh and Elsas, seven Germans (including Burchardt and 
Schumacher), two Austrians (including Steindl), three Czechs (including 
Goldmann), two Poles (Kalecki and Herbert Frankel, who was called up for 
military service in November), along with a Mrs Miller who was German- 
born but British by marriage. The Germans and the Austrians were of course 
“enemy aliens” two of whom, Rothschild and Steindl, had recently been 
released from internment (Veale to Denniston, 14 April 1943, OIS: UR6/
CQ/SI/, File 1, Part 2). Shortly afterwards, however, the work of the Survey 
was wound down, its remaining research transferred to the Institute.

4  The Transition to Peace

Bowley retired at the end of 1944 and was replaced by Hubert Henderson as 
Acting Director of the Institute until a new person was appointed. The 
Institute needed to secure funding for its research and required a Director 
who could attract such funding, as well as taking up the position of what was 
now a Readership in Statistics at All Souls, with the obligation to lecture on 
statistics. Kalecki harboured hopes of succeeding Bowley (see Osiatyński 
1997: 483). However, despite the pre-eminence of his research and policy 
analysis, and his ingenuity in handling data, Kalecki was a diffident teacher 
and his personal interests lay in pure mathematics rather than in statistical 
theory (see Toporowski 2018: 137–138).

The upgrade of the All Souls position to a Readership had been reported to 
the Standing Committee at its meeting on 12 May 1944. But there were plans 
now for an even more ambitious appointment. On 1 June, Douglas Veale 
revealed a proposal in the University to turn the Readership into a full 
Professorship. He reported that the Vice-Chancellor of the University, Sir 
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Richard Livingstone, wanted R.A. Fisher, the Galton Professor of Eugenics at 
University College London and a specialist in biological statistics, to be con-
sidered for the position, together with Udny Yule, who lectured in statistics at 
Cambridge. Henry Clay, economic adviser to the Bank of England, and 
shortly to be appointed Warden of Nuffield College, recommended Harry 
Campion, the head of the Central Statistical Office. Other names put forward 
were Alexander Aitken, Reader in Statistics at Edinburgh University and 
inventor of the generalised least squares method of statistical estimation, and 
Egon Pearson, Reader in Statistics at University College London (see OIS: 
UR6/CQ/SI/, File 1, Part 2).

Pearson did not apply, but was drafted onto a Board of Electors (selection 
committee) that included Keynes, who excused himself from its meetings 
because he was out of the country at Bretton Woods, Sir Harold Butler, the 
Warden of Nuffield College, Sir William Beveridge, the Master of University 
College, D.H. Macgregor, the Drummond Professor of Political Economy at 
All Souls College, William Adams, the Warden of All Souls and Livingstone. 
On 2 September 1944, they agreed to advertise in The Times, The Times 
Educational Supplement and The Economist for a ‘Reader who will also act as 
Director of the Institute of Statistics’ to start from 1 January 1945, with a 
combined salary of £1,000. Applicants included David Champernowne, then 
working at the Ministry of Aircraft Production, and Donald MacDougall 
(see ibid.).

On 20 October 1944, Veale wrote to Bowley to inform him that the 
Rockefeller Foundation had offered a grant to cover the expenses of the 
Institute for two years but would then cease further funding. This made more 
urgent the need to appoint a Director able to secure funding after 1947. Four 
days later, the Master of Balliol, Sandie Lindsay, wrote to Beveridge to inform 
him that Roy Allen had dropped out of the competition, and that the shortlist 
comprised Maurice Bartlett, formerly at Cambridge, now working for the 
Ministry of Supply, Champernowne, and Edmund Rhodes, Reader in 
Statistics at the London School of Economics. Maurice Kendall, a distin-
guished statistical theorist then working for the British Chamber of Shipping, 
and Harry Campion were still being sounded out in informal discussions. On 
24 October, Lindsay wrote to Beveridge that:

There seems to be a definite view that Champernowne has not the qualities suit-
able for the head of an institution, that Rhodes is not inspiring, and that Bartlett 
is probably the best of the three, but not interested in the economic side. I hope 
you think you have taken the right course (Lindsay to Beveridge, OIS: UR6/
CQ/SI/, File 1, Part 2).
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In the event, Kendall pulled out. A.C. Pigou from Cambridge and James 
Meade at the War Cabinet sent in references for Champernowne stating that 
he was an excellent statistician, but with reservations about his administrative 
ability. Bowley went further. He declared Champernowne a brilliant mathe-
matician and indicated that Keynes thought highly of his aptitude for eco-
nomics. Following this, on 18 November, Champernowne was appointed to 
the position of Reader in Statistics and Director of the Oxford Institute of 
Statistics.

David Champernowne fitted Oxford perfectly. His father had been 
Bursar of Keble College. Already before the war, Champernowne had made 
original contributions to mathematics and statistical theory. He had excel-
lent connections in the government, which were nurtured in wartime. In 
1948, Champernowne was appointed Professor of Statistical Economics at 
Oxford. His main interests were more in statistical theory and the applica-
tion of statistics to economic theory, rather than in the analysis of economic 
data and policy. These interests now set the direction for the work of the 
Institute, a process that was accelerated by the departure of Kalecki and 
most of the other émigrés, technological progress with more powerful data 
processing, and political conditions that favoured the technical over the 
political.

Not all the work of the Institute was concerned with statistical theory. In 
1945, it provided a new focus for research with the start of a series of 
monographs put out by the Oxford publisher Basil Blackwell. The first of 
these was a study of the financing conditions of firms by Joseph Steindl 
called Small and Big Business: Economic Problems of the Size of Firms (Steindl 
1945). Steindl had been recruited in 1943 to undertake an investigation of 
firm size financed by the textile industrialist Samuel Courtauld, a Visiting 
Fellow at Nuffield. With the publication of Steindl’s monograph, 
Champernowne introduced the series with a short statement offering 

an outlet for research results too long for journals but too short to form a complete 
book. They are intended to present work of outstanding interest, sometimes even 
when it is still incompletely developed, in the hope that its early publication will 
suggest and stimulate research on related subjects and will provoke critical discus-
sion. The monographs will be published at irregular intervals and will deal with 
problems in applied economics and statistics (Champernowne 1945: ii).

It was another two years before the next monograph appeared in the form 
of The Industrialisation of Backward Areas, by Kurt Mandelbaum (Mandelbaum 
1947) and a further five years before the third monograph emerged, 
K.G.J.C. Knowles’s Strikes: A Study in Industrial Conflict (Knowles 1952). 
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Knowles’s study covered industrial disputes up to 1947, suggesting delays in 
the publication process. Steindl’s classic, Maturity and Stagnation in American 
Capitalism, also appeared in 1952 (Steindl 1952). Steindl’s introduction 
thanks Miss B.M. Gisborne for reading and correcting proofs. It is dated 
“Summer 1949”. In 1949, Steindl had left Oxford and returned to Vienna. 
Monographs continued to emerge occasionally. Klein’s important An 
Econometric Model of the United Kingdom appeared in 1961 (Klein et  al. 
1961). Klein had arrived in Oxford in 1954 as a refugee from McCarthyism, 
staying for four years before returning to the United States to join the 
Department of Economics at the University of Pennsylvania.

Champernowne served as Director of the Institute from 1945 to 1948, 
with Frank Burchardt taking over the role in January 1949. Thereafter, the 
Institute’s research depended very much on the enthusiasm and projects 
brought to it by particular individuals, such as Klein (see Chester 1986: 160). 
The Institute was then housed in a variety of locations in Oxford, before mov-
ing into a new building in 1964, having been renamed the Institute of 
Economics and Statistics in 1962. With that, the Institute finally succeeded in 
establishing statistics at Oxford as the legitimate vehicle for economic research, 
putting behind it the struggle for a new economics for a better society that 
was the common goal of its wartime researchers.
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7
Nassau Senior (1790–1864)

John Vint

1  Introduction

Nassau William Senior was born in Compton Beauchamp in Berkshire on 26 
September 1790, the firstborn child of the Reverend John Raven Senior 
(1764–1824), the son of a merchant trading overseas, and his wife, Mary, 
daughter of Henry Duke, solicitor-general of Barbados. Senior’s father was 
the vicar of Durnford and the first name Nassau was given to the child in 
remembrance of his grandfather Nassau Thomas Senior. The greater part of 
his childhood was spent in the village of Uffington in the Vale of the White 
Horse in Berkshire. He was educated at home by his father who had gradu-
ated at Merton College, Oxford, in 1785 and from whom, according to Leslie 
Stephen in the Dictionary of National Biography, he ‘imbibed a permanent 
love of classical literature’ (Stephen 1897: 246). Senior’s grandfather was a 
wealthy man who owned Baldrick’s and Pool’s plantations in Barbados as well 
as significant cash, bonds and other securities. He died in 1786 and his widow 
Frances Senior passed away a month before her grandson was born. Nassau 
Senior’s parents inherited the entire fortune.

Senior entered Eton College at the age of twelve in May 1803. His tutor 
was John Bird Sumner, a future Archbishop of Canterbury, who at the time 
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was only twenty-three. Later in life, he served with Senior on the Poor Law 
Commission. Senior did not distinguish himself initially at Eton but was tri-
umphant at the age of sixteen when he defeated more than thirty candidates 
to be elected to a demyship at Magdalen College, Oxford. A demyship was an 
undergraduate fellowship which provided free education and living facilities 
but which also carried with it a number of duties and restrictions relating to 
the wearing of academic dress, attendance at chapel and limits on theatre 
attendance. The curriculum at Magdalen in those days was based almost 
exclusively on the classical languages, theology and a little ancient and mod-
ern geography. In his final examination in Spring 1811, Senior passed in 
Classics but failed in Theology and he then had six months in which to repair 
the damage by retaking the examination. He was introduced to Richard 
Whately, a Fellow at Oriel College, who agreed to become his tutor. Whately 
records his pupil as working assiduously from morning to night for the whole 
period before the examination. The result was that Senior was awarded First 
Class Honours in Classics which, after the demyship, was the second victory 
in his young career. The third, perhaps, was that Senior and Whately became 
firm friends for more than half a century.

In the following sections, I discuss Senior’s career in conveyancing; his two 
periods as Drummond Professor at Oxford; his contributions to economic 
theory; some of his key papers in the run up to the period of Poor Law reform; 
his work on the Poor Law in England from 1832; his contributions to the 
Irish Poor Law and famine debates; his controversial papers on combinations, 
hand-loom weavers and factory legislation; his arguments in favour of educa-
tion reform; a review of his opinion on the role of government; and a 
conclusion.

2  An Affluent Conveyancer

While he was still an undergraduate, Senior decided to follow in his grandfa-
ther’s footsteps and take up the law as a profession; as part of this, he was 
admitted as a member of Lincoln’s Inn in 1810. After graduation in 1812, 
Senior moved into lodgings in Bedford Square, London, although he was 
required to reside for part of the time in Oxford in order to meet MA require-
ments. Planning to practice in the Court of Chancery, Senior began to study 
the law of conveyancing and property. Conveyancers were principally con-
cerned with the drawing up of deeds and mortgages, and in the conveyancing 
of estates. This was a very profitable branch of the law which usually involved 
searching for estates to purchase and the organisation and management of any 
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related transactions. Senior’s father arranged a pupillage with an eminent 
conveyancer, Edward Sugden of Lincoln’s Inn (later Lord Chancellor), and at 
the end of 1813, Senior became embroiled with the laws and practices of his 
planned profession. In the same year, he also won an Oxford scholarship in 
Law founded by Charles Viner in the middle of the eighteenth century. As a 
Vinerian Scholar, Senior was entitled to receive an income of £30 per annum 
for ten years and was obliged to attend the lectures on common law given by 
the Vinerian Professor William Blackstone, son of Sir William Blackstone, 
author of the famous book Commentaries on the Laws of England (see Levy 
1943: 78).

As Senior’s period of pupillage was drawing to a close in the middle of 
1816, Sugden announced that he was planning to give up a substantial part of 
his conveyancing business to concentrate on chancery practice. Senior realised 
that an opportunity presented itself to take over some of Sugden’s business. 
He had not yet been called to the Bar but was able to become a certified con-
veyancer allowing him to practice. Much of Sugden’s work was then divided 
between another pupil and Senior, who thereafter worked separately. Senior’s 
business prospered and after two years provided him with £400 per year and 
links with three dozen attorneys. In June 1819, he was called to the Bar and 
in April 1821 felt prosperous enough to marry Mary Charlotte Mair. For the 
sake of his bride who disliked the sooty air in London the couple took a house 
in the then more countrified area and air of Kensington Square. From its 
windows, they could see William Cobbett working in his nursery gardens and 
James Mill was also a near neighbour.

Their son Nassau John was born in 1822 and their daughter Mary Charlotte 
Mair, nicknamed Minnie, was born in 1825. A few years later, Senior built a 
larger house at 13 Hyde Park Gate where they entertained a variety of friends 
and colleagues from home and abroad from 1827 until 1863. Mary was 
moved by the later destruction of the house to ‘write down some recollections 
of the society once gathered within its walls’ (Simpson 1898: vii). Malthus 
was ‘a great deal in the house’ and she recalled John Stuart Mill striding up 
and down the dining room ‘talking energetically in his calm, measured tones’ 
(ibid.: 8–10).

In 1833, a young man arrived at Senior’s chambers unexpectedly and intro-
duced himself as Alexis de Tocqueville, declaring that he would like to make 
his acquaintance. Despite the fact that they had never met before and that 
Tocqueville was at that time unknown, Senior took to the young man and 
they began a long friendship, with mutual visits and an extensive correspon-
dence on economics, politics, international relations and a wide range of other 
topics which lasted for twenty-five years.
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In 1836, Senior reached the height of his profession by being made a 
Master in Chancery by the Prime Minister Lord Melbourne. The post carried 
an annual salary of £2,500 (over £300,000  in today’s terms). There were a 
dozen or so masters and one of their tasks, taken in turn, was to assist the Lord 
Chancellor who presided over the House of Lords.

3  Professor of Political Economy 
at the University of Oxford

Leon Levy maintains that the impression of one of Nassau’s earliest friends in 
the legal profession was that he began the study of political economy at 
Oxford (Levy 1943: 76). According to an obituary notice in The Cornhill 
Magazine, Senior had said to his daughter that he was about twenty-five when 
he determined that he would ‘reform the condition of the poor in England’ 
(Thackeray 1864: 253–256). During his pupillage, Senior made a number of 
friendships with distinguished people in London and had also been intro-
duced to Whately’s associates and friends at Oriel College. In 1815, Whately 
succeeded in publishing his first article on Jane Austen’s novels in the October 
issue of the Quarterly Review. Perhaps driven to emulate his close friend, 
Senior also published his first article on the early novels of Sir Walter Scott in 
the same journal in January 1817. He continued to write and publish essays 
on fiction in various literary journals until the late 1850s (Senior 1864).

Soon after being called to the Bar, Senior resolved to remain as a convey-
ancer rather than seek his fortune as an attorney; this would also free him to 
pursue work in other fields such as politics or literature (see Levy 1970: 96). 
Having already made a connection with the Quarterly Review, he now joined 
its staff as a reviewer and contributed five articles between July 1821 and July 
1822. One of these was his first article on political economy—a review of the 
Corn Laws and agricultural distress which appeared in the Quarterly Review 
in 1821. Levy (ibid.: 110) maintains that there is no doubt that it was this 
article which persuaded James Mill to recommend Senior as a member of the 
newly established Political Economy Club, to which he was elected unani-
mously in February 1823. The following year he was one of the early members 
of the Athenaeum Club, a private members’ club in London.

In 1825, Senior was elected to the Drummond Chair of Political Economy 
at the University of Oxford. This was the first professorship in political econ-
omy in the country and the first time that the subject had been given recogni-
tion as part of the curriculum of an English university. Senior was a strong 
candidate for the professorship. His publications in the Quarterly Review and 
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membership of the Political Economy Club plus his support from important 
Oxford figures—including Whately at Oriel and Martin Routh, the long- 
serving President of Magdalen College—were significant. Moreover, statutory 
requirements relating to Oxford degrees and residence disqualified most recog-
nised economists of the time, such as Malthus, Torrens, James Mill, McCulloch 
and Tooke. Given the speed of events, it was not until 1827 that Senior had 
prepared enough material to begin lecturing. Nevertheless, he found time to 
write an article on “Some Ambiguous Terms Used in Political Economy” (Senior 
1826), which was added to the appendix to Whately’s Elements of Logic, pub-
lished in Encyclopedia Metropolitana in 1826. The article contained ‘the germs 
of Senior’s theory of interest and capital formation’ (Levy 1943: 112–113).

Senior was required to give at least nine lectures in every course and he offered 
four courses between 1826 and 1830.1 The other requirement under the found-
er’s terms was the publication of one lecture per year, but Senior managed to 
publish twelve in all during the period of his professorship. They were: An 
Introductory Lecture on Political Economy (Senior 1827); Three Lectures on the 
Transmission of the Precious Metals from Country to Country (Senior 1828a); Two 
Lectures on Population (Senior 1829); Three Lectures on the Rate of Wages (Senior 
1830a); and Three Lectures on the Cost of Obtaining Money (Senior 1830b). 
Senior also delivered Three Lectures on the Value of Money at Oxford University 
in 1829 which were published later (Senior 1840). Levy argued that these lec-
tures increased Senior’s reputation not only among economists but also among 
wealthy clients which, in turn, enhanced his increasingly profitable conveyanc-
ing business especially in connection with large estates (see ibid.: 123). Senior’s 
An Outline of the Science of Political Economy, which was based on lectures he 
delivered from 1827 to 1830, was published in 1836.

From 1830 until the mid-1840s, Senior was actively at work on social and 
economic policy issues, including advising governments, chairing commis-
sions and preparing reports. In 1840, he was appointed Examiner in Political 
Economy at the recently established University of London, and in 1847 was 
appointed as Examiner in Law at the same institution. The Political Economy 
post he held until 1857 and that in Law until 1860. In 1846, Senior became 
dissatisfied with his literary output which consisted of reports, pamphlets or 
other physically small contributions. ‘I want to put my name to a book’, he 
wrote to the editor of the Edinburgh Review, Macvey Napier, on the 18 
August, writing to him again on 27 January 1847 that:

I feel that in writing on so many subjects I have in some measure wasted my 
opportunities and that if I were now to die I should leave behind me only 

1 See Bowley (1937: 341–343) for full details of Senior’s lectures offered from 1826 to 1830.
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scattered fragments and no great book. I have resolved therefore to write my 
“great book” which must be on Political Economy, as quickly as possible 
(Senior quoted in Levy 1970: 154).

Sadly, the ‘great book’ was not to be—for a number of reasons. First of all, 
Senior wrote ten articles for the Edinburgh Review between 1848 and 1852, 
including a long review of both Mill’s Essays on Some Unsettled Questions of 
Political Economy and his Principles of Political Economy (Senior 1848a). Senior 
also wrote articles on foreign affairs for The Economist, which was established 
in 1843 (see Levy 1943: 279). He was responsible for the paper’s news and 
views on foreign affairs under the first editor James Wilson (editor: 1843–1857) 
and for a time under the second editor Walter Bagehot (1859–1877).2

Second, the impact of Mill’s Principles may have dampened Senior’s spirit 
for his own venture. He summed up Mill’s book at the end of his review: ‘It is 
not an attempt to advance human knowledge in one direction, to be super-
seded hereafter by more comprehensive treatises. It is a magazine of truths and 
of precepts from which philosophers and statesmen will, for centuries to 
come, draw theory and practice’ (Senior 1848a: 339).

By his own account, Senior could hardly follow that.
Third, he was once again elected to the Drummond Professorship for the 

period 1847–1852. This meant that he was committed to thirty-six university 
lectures.3 In this second period at Oxford, he had an opportunity to review his 
position on the scope and method of economics.

Finally, towards the end of his tenure, events conspired to distract him. He 
became increasingly concerned and involved in the happenings in France. The 
overthrow of King Louis Philippe’s government by republicans on 24 February 
1848 led to an article in the Edinburgh Review in April entitled “The French 
Republicans” (Senior 1848b). For two weeks in May 1848, Senior visited col-
leagues in France, including Tocqueville and Horace Émile Say, son of Jean- 
Baptiste, and while he was there he began to take notes of things he both 
heard and saw. This was the beginning of a regular journal which continued 
through later travels until the end of his life. It is noteworthy that Senior 
made an extensive visit to France and Italy between October 1850 and the 
end of May 1851, and it was probably due to his anticipation of this period 
of absence that he resigned from the Political Economy Club in December 
1849 (see Levy 1943: 311).

Meanwhile, events in France were developing further. Tocqueville wrote to 
Senior on 28 November 1851 saying that the present condition could only end 

2 For more details, see The Economist 1843–1943: A Centenary Volume (1943), especially the chapter writ-
ten by Graham Hutton, “The Economist and Foreign Affairs” (Hutton 1943).
3 See Bowley (1937: 343–344) for full details of Senior’s lectures from 1847 to 1852.
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by ‘some great catastrophe’. Louis-Napoléon Bonaparte carried out a self-coup 
on 2 December, and news was flashed via the recently installed electric tele-
graph that a number of persons had been arrested, including Tocqueville. 
Senior rushed to Paris on 20 December and spent three weeks there visiting the 
now released Tocqueville and his family before returning home to wind up his 
final course of lectures. Not surprisingly, therefore, given these distractions, the 
final lecture course to be delivered between 1851 and 1852 fell somewhat by 
the wayside with only elements of material prepared (see ibid.: 314). 
Notwithstanding all these delays and pressures, Levy argued that there was 
evidence that Senior never gave up on his plan to publish his masterpiece and 
that he was still working on it just before his death (see Levy 1970: 159).

4  Senior on Theory

Senior’s discussion of the fundamental premises in economics was the most 
significant difference between his treatment of method compared with his 
predecessors. They were first outlined in an Introductory Lecture delivered in 
Oxford in 1826 and published in 1827. The analysis comprised a definition 
of wealth and four fundamental propositions or postulates which can be sum-
marised briefly as follows: ‘Wealth consists of all those things, and of those 
things only which are transferable: which are limited in quantity; and which, 
directly or indirectly, produce pleasure or prevent pain’. The importance of 
this definition became evident immediately he stated the four fundamental 
propositions: (1) ‘That every person is desirous to obtain, with as little sacri-
fice as possible, as much as possible of the articles of wealth’. (2) ‘That the 
power of labour, and of the other instruments of production which produce 
wealth, may be indefinitely increased by using their products as the means of 
further production’. (3) ‘That agricultural skill remaining the same, additional 
labour employed on the land within a given district produces a less propor-
tionate return’. (4) ‘That the population of a given district is limited only by 
moral or physical evil, or by deficiency in the means of obtaining those articles 
of wealth, or, in other words those necessaries, decencies, and luxuries, which 
the habits of each class of the inhabitants of that district lead them to require’ 
(Senior 1827: 35–36). The first two propositions are based primarily on prin-
ciples of human nature, and the last two on general empirical observation.

Senior’s approach changed in his Outline of the Science of Political Economy 
which appeared in 1836. He then argued that economics should be restricted 
to the field of pure theory—the science which treats of the nature, the pro-
duction and the distribution of wealth. The economist is not even allowed to 
offer advice but merely to state general economic principles to which the 
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legislator may agree or ignore. In his Four Introductory Lectures on Political 
Economy of 1852, Senior once more returned to the question of scope and 
method. He now defined the science of political economy as ‘the science 
which states the laws regulating the production and distribution of wealth, so 
far as they depend on the action of the human mind’ (Senior 1852: 26). In 
addition to the science of economics, Senior also put forward a definition of 
the art of economics, ‘which points out the institutions and habits most con-
ducive to that production, accumulation, and distribution of wealth, which is 
most favourable to the happiness of mankind’ (ibid.). However, he refused to 
accept that it was justifiable to discuss the art of economics and its implica-
tions as an economist. On the other hand, they could be discussed from the 
standpoint of a moralist or a statesman and he gave an example from the 
Poor Law:

I shall think myself justified, for instance, in showing how the natural distribu-
tion of wealth may be affected by the institution of poor laws. And I shall not 
confine myself to their effects upon wealth. I shall consider how far a well- 
framed poor-law may promote the moral as well as the material welfare of the 
labouring classes, and an ill administered poor-law may produce moral, intel-
lectual, and physical degradation. But these discussions must be considered as 
episodes. They form no part of the science which I profess. I shall enter into 
them, not as a political economist, but as a statesman or a moralist; and I shall 
expect from those who do me the honour of listening to them, not the full con-
viction which follows scientific reasoning, but the qualified assent which is given 
to the precepts of an art (ibid.: 55–56).

It is refreshing to be able to read the link between Senior’s own personal 
assessment of his approach to economic theory and his real-world efforts on 
policy. It is also interesting to note that in his review of Mill’s Essays on 
Unsettled Questions and the Principles of Political Economy, Senior points out 
that Mill seems to have been on a similar journey with regard to methodol-
ogy: ‘The four years which passed between the publication of the Essays and of 
the Principles seem to have somewhat modified Mr Mill’s views. In the Essays 
political economy is a hypothetical science: in the Principles it is a positive art’ 
(Senior 1848a: 304).

In 1860, the British Association for the Advancement of Science held its 
thirtieth annual meeting in Oxford. Senior delivered the Opening Address 
before Section F (Economic Science and Statistics) over which he presided 
(Senior 1860). He spoke on the scope of political economy and its relation to 
statistics and the art of government (see Levy 1943: 334).
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Senior made a significant contribution to value theory. In the Outline of the 
Science of Political Economy (1836), he defined wealth has having three con-
stituents: utility, limitation in supply and transferableness of which limitation 
in supply is most important. He argued that the desires of people aim not so 
much at quantity as at diversity and correctly outlined the principle of dimin-
ishing marginal utility, although he did this, somewhat confusingly, under the 
heading “Limitations in Supply”:

It is obvious, however, that our desires do not aim so much at quantity as at 
diversity. Not only are there limits to the pleasure which commodities of any 
given class can afford, but the pleasure diminishes in a rapidly increasing ratio 
long before those limits are reached. Two articles of the same kind will seldom 
afford twice the pleasure of one, and still less will ten give five times the pleasure 
of two. In proportion, therefore, as any article is abundant, the number of those 
who are provided with it, and do not wish, or wish but little, to increase their 
provision, is likely to be great; and, so far as they are concerned, the additional 
supply loses all, or nearly all, its utility. And in proportion to its scarcity the 
number of those who are in want of it, and the degree in which they want it, are 
likely to be increased; and its utility, or, in other words, the pleasure which the 
possession of a given quantity of it will afford, increases proportionally (Senior 
1836: 11–12).

However, as O’Brien has argued, Senior did not take this further by, for 
example, using it to derive a demand curve or the notion of effectual demand 
in the Smithian sense (see O’Brien 2004: 118).

Senior is well known for his concept of abstinence. In his discussion of 
“Instruments of Production”, he includes labour and natural agents (land, 
mines, forests, rivers, animals) as the primary productive powers. He also 
included abstinence as a third instrument of production: ‘[A] term by which 
we express the conduct of a person who either abstains from the unproductive 
use of what he can command, or designedly prefers the production of remote 
to that of immediate results’ (Senior 1836: 58). He then went on to outline 
the links with the four fundamental propositions:

It was to the effects of this Third Instrument of Production that we adverted, 
when we laid down, as the third of our elementary propositions, that the Powers 
of Labour and of the other Instruments which produce Wealth may be indefinitely 
increased by using their Products as the means of further Production. All our subse-
quent remarks on abstinence are a development and illustration of this proposi-
tion; we say development and illustration, because it can scarcely be said to 
require formal proof (Senior 1836: 58–59; italics in original).
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Senior then argued that capital is the result of all three productive instru-
ments combined: ‘By the word Abstinence, we wish to express that agent, 
distinct from labour and the agency of nature, the concurrence of which is 
necessary to the existence of Capital, and which stands in the same relation to 
Profit as Labour does to Wages’ (ibid.: 59).

Later in the Outline, he provided further clarification:

Perhaps the best plan might appear to be, to apply the term wages to the remu-
neration of mere labour, the term interest to the remuneration of mere absti-
nence, and the term profit to the combination of wages and interest, to the 
remuneration of abstinence and labour combined. This would make it necessary 
to subdivide capitalists into two classes, the inactive and the active: the first 
receiving mere interest, the second obtaining profit (ibid.: 133).

Marian Bowley argued that Senior’s introduction of the idea of abstinence 
had more influence on later theory than any of his other contributions. John 
Stuart Mill took up the idea presenting it in his Principles and thereby incor-
porating it more or less permanently in English capital theory (see Bowley 
1937: 163).4

In 1830, Senior published Three Lectures on the Rate of Wages which com-
prised the lectures delivered at Oxford in the Easter term of that year together 
with a “Preface on the Causes and Remedies of the Present Disturbances”. At 
the beginning of the “Preface”, Senior briefly outlined the simple “wages fund 
doctrine” proposition ‘that the rate of wages depends on the extent of the fund for 
the maintenance of labourers, compared with the number of labourers to be main-
tained’ (Senior 1830: iii–iv; italics in original) The rest of the “Preface” exam-
ined the role of the Poor Law in the agricultural riots of 1830 which were 
protests against agricultural machinery and rural poverty mainly in southern 
and eastern England.

In the first chapter of Three Lectures on the Rate of Wages, Senior outlined his 
definitions of high and low wages and the factors that influence the level of 
wages. In chapters two and three, he went on to argue that the wages fund 
proposition is ‘inconsistent with opinions which are entitled to consideration, 
some from the number and others from the authority of those who maintain 
them’ (ibid.: 18–62). Examples of ‘opinions’ included matters such as the 

4 See Mill (1848 [1965]: 34, 37). However, Mill had argued differently in his notes on Senior’s Outline of 
the Science of Political Economy: ‘I question if abstinence can be called an agent or an instrument of pro-
duction. Could not you call it a condition? And might not the word saving be used, not to supersede but 
occasionally to alternate with the term abstinence? Labour, natural agents, & saving. Besides, in order to 
employ productively what serves to feed me, I do not abstain from the enjoyment of it, I merely labour 
while I consume it’ (Mill in Hayek 1945: 135; italics in original).
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effects of the non-residence of landlords; the introduction of machinery; the 
impact of imports; the consequences of unproductive consumption; and the 
proposition later known as the ‘demand for commodities is not demand for 
labour’ (see Mill 1848 [1965]: 78–88). All of these opinions or examples 
involved two time periods and as such were not inconsistent with the wages 
fund doctrine. In fact, they were applications of the wages fund doctrine as it 
was often used in its two-period format. Mill presented a similar list in the 
Principles eighteen years later (see Vint 1994: 124–175).

Senior argued strongly against the Malthusian orthodoxy on population. 
In 1829, he published Two Lectures on Population (To Which Is Added a 
Correspondence Between the Author and the Rev. T.R. Malthus) (Senior 1829). 
The lectures were numbers seven and eight of the second lecture course deliv-
ered in Easter term at Oxford 1828. The first strand of Senior’s argument in 
the lectures was that the desire of man to improve his position himself was at 
least as important as sexual desire. He was quite clear that this went against 
the prevailing orthodoxy. In a letter to Malthus of 15 March 1829, repro-
duced in the Lectures, Senior argued that Malthus’s argument was opposed by 
the tendency of man to try to better himself.

The second strand in Senior’s argument in the Lectures is that productivity 
in agriculture may increase with population and offset the tendency towards 
diminishing returns. Picking up the theme of his 15 March letter in another 
to Malthus dated 26 March 1829, Senior argued that when he said ‘subsis-
tence has generally increased in a greater ratio than population’ (ibid.: 73; ital-
ics in original) he meant that looking back through the history of the world, 
and comparing the state of each country every two or three hundred years, 
one can see that there have been periods where subsistence has grown faster 
than population for a number of reasons, including mechanical inventions 
and improved modes of cultivation and transport. These periods may be fol-
lowed by periods where population growth exceeds the growth of subsistence, 
but the ‘retrogression would not be to the point at which food and population 
relatively stood before’ (ibid.: 75). Thus, there may be a “ratchet effect” at 
work, leading to rising living standards over time.5 None of these arguments 
were accepted by Malthus.

Why then did Senior adopt this “heretical” position? There was some 
empirical evidence. Thus, Barton argued in An Inquiry into the Causes of the 
Progressive Depreciation of Agricultural Labour in Modern Times that it was not 

5 Malthus’s An Essay on the Principle of Population was discussed just after his death at the Political 
Economy Club in February 1835. At the meeting, Tooke, McCulloch and Torrens spoke along similar 
lines to Senior (see the entry for 1835 under “Diaries J.L. Mallet” in the Political Economy Club Centenary 
Volume, 1821–1920 (1921): 265–266).
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a rising birth rate but a falling death rate which was responsible for the increase 
in population (see Barton 1820: 40–43). More recently, Routh has noted that 
Malthusianism was a doctrine which was likely to ‘enrage rather than subdue 
the rick-burning, machine-wrecking mobs that were beginning to terrify and 
terrorise farmers and manufacturers and against whom the agencies of law 
and order offered a very uncertain defence’ (Routh 1989: 151).

The important point about Senior’s views on population is that they went 
on to underpin his approach to the Poor Law and his role in and contribution 
to its reform.

5  Corn Laws, Poor Laws, the Wages Fund 
and Emigration

Senior’s publications in the 1820s reveal the steady development of the intel-
lectual ingredients of his later approach to economic and social policy. His 
first publication was a review of the first Report of the Select Committee on 
Agricultural Distress dated 14 June 1821. The article was published in the 
Quarterly Review (Senior 1821). The curtailment of imports during the 
Napoleonic Wars had led to a huge extension of tillage on increasingly less 
productive land with low yielding crops. There was widespread concern 
amongst landowners who had invested in these lands that with the cessation 
of hostilities they may have to compete with more bountiful harvests from 
overseas. As a result of very good Irish harvests in 1819 and 1820, prices 
dropped significantly and some farmers began to complain that their activities 
were no longer remunerative. Senior rejected Ricardo’s premise that agricul-
ture was taxed more highly than manufacturing and he was against perma-
nent protection for the former. However, he was in favour of the introduction 
of a twelve-year period during which taxes would be gradually reduced thereby 
providing opportunities for capital to be withdrawn from the least productive 
land (see ibid.: 496–497). Senior also rejected Ricardo’s claim that increases in 
the price of corn would equal the whole amount of the tax. He argued that the 
immediate effect of the tax would be to raise the corn price but claimed that 
its ultimate effect would be to diminish the consumption and production of 
raw produce leaving the price unaffected (Senior 1836: 122–123). Senior also 
disagreed with Ricardo’s view that a rise in the corn price would mean that 
wages would inevitably rise. He argued that the wages of labour are deter-
mined by supply and demand and that the demand for labour would be 
reduced under the circumstances and it would be unlikely that wages would 
rise (see Levy 1970: 223).
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In 1828, Senior, Whately and others established a new quarterly journal 
entitled The London Review, under the editorship of the Reverend Blanco 
White. Senior wrote an early article for the journal entitled “On the Corn 
Laws and the Poor Laws” (Senior 1828b; see also Levy 1970: 229–234).6 In 
this article, Senior argued that with diminishing returns and an increasing 
population, labourers may have to resort to food of an inferior quality and 
ultimately to potatoes which support six times as many people per acre as 
corn. However, he argued that, for the present, the Poor Laws would keep that 
disaster at bay. While the Corn Laws continued, any alteration in the Poor 
Laws would be an injustice: ‘To prohibit the poor man from purchasing his 
food at the cheapest market, and at the same time to take from him the sub-
sistence to which he is by law entitled would excite, and would deserve to 
excite, an insurrection’ (Senior in Levy 1970: 232).

He went on to argue that while the Poor Laws were useful in preventing the 
worst consequences of the Corn Laws, they did this at the high cost of weak-
ening, and often destroying, ‘the industry, the providence, the self-respect and 
the social affections of the labourer’ (ibid.: 233). In addition, there are bur-
dens on the farmers who have to support first, the aged and the infirm, sec-
ond, the unemployed, and third, the making up of wages of those who are 
employed but are on wages insufficient for subsistence. Referring to the last 
group and using strong language, Senior argues that the ‘evil began’ (ibid.) 
when relief was given to the able-bodied. He also made the point that in addi-
tion to the Poor Laws acting as a brake on the consequences of the Corn Laws, 
they had often been suspended and that the importation of cattle and sheep 
which provided wool, hides, butter, cheese and so on had also assisted in 
delaying the impact of the laws. Notwithstanding this, Senior was pessimistic 
about the long run if the Corn Laws were not repealed. The possibility of a 
large population supported by the cheapest food available was ‘perhaps the 
worst calamity to which a civilized community can be exposed’ (ibid.: 232).

In the summer of 1830, there were widespread revolts in the southern 
counties of England, with the burning of corn ricks and mills and the destruc-
tion of machinery. Senior published Three Lectures on the Rate of Wages with a 
preface which examined the riots. He put the cause of these disturbances 
down to the Poor Laws which had changed the relationship between the 
labourer and his employer from an open bargain in which the labourer knows 
what his services are worth to one where the labourer is paid not according to 
his value but his wants. He then ceases to be a freeman and acquires the 

6 The substance of the article was contained in Senior’s sixth lecture of the second lecture course delivered 
at Oxford in 1828.
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‘indolence, the improvidence, the rapacity, and the malignity but not the sub-
ordination of the slave’ (Senior 1830: x–xi). Senior went on to analyse the 
riots in terms of the wages fund doctrine. The Poor Laws had encouraged 
idleness and inefficiency which reduced the wages fund; if the workers 
destroyed the corn ricks, they destroyed the fund for future wages. If they 
destroyed machinery, they destroyed the means by which their work is made 
more productive and which would therefore increase the wages fund. He 
argued that this was a short-run problem which could not be solved by 
recourse to the argument for population restraint for this would take too long. 
As such, emigration must be encouraged. This would be used in order to 
remove those whose labour had ceased to be profitable towards a country that 
will afford room for their exertions. Senior cites the case of the hand-loom 
weavers—a topic to which he returned at length later (ibid.: xv–xvi).

In January 1831, Senior co-authored a pamphlet with the title Remarks on 
Emigration, With a Draft of a Bill (Senior et al. 1831). The subject was assisted 
emigration and the draft was of a Bill which Lord Howick was to introduce in 
Parliament in the same year. Senior wrote the pamphlet with Robert Wilmot- 
Horton and James Stephen, although it was published anonymously. It pro-
posed a change in the law to allow parishes to support emigration as a means 
of reducing suffering and the Treasury would make loans to parishes which 
could be paid back later. Unusually, should the emigrant return there would 
be no requirement to pay back the passage but there would be a requirement 
to renounce all further claims on the parish for support. The cost of maintain-
ing a family as paupers was estimated to be about £25 per annum, while the 
cost of transporting the family to, say, Canada would be about £70 or two to 
three years of parish support. Howick’s Bill was defeated but Senior was not 
put off. In the Poor Law Amendment Bill, which he helped to draft, he 
inserted a clause on emigration which, as he wrote to Horton in 1836, ‘con-
tained the essence’ of the Bill which they had developed five years before 
(Senior quoted in Winch 1965: 67).

These early papers set up what was to come in the next quarter of a century.

6  The New Poor Law in England

With regard to the Poor Law in England there were perceived to be two key 
problems, namely the continual increase in the burden of the poor rates due 
to the growth and scope of relief to the able-bodied, and abuses in the system. 
Bowley has also pointed out that the problem was primarily one of the agri-
cultural areas, and the concern was over reducing the rates rather than 
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depauperising the labourer (see Bowley 1937: 282). Senior’s main contribu-
tion was in altering ‘class-reform dictated by political necessity, to one of a 
large-scale social reform based on a philosophy of a free society’ (ibid.: 283), 
and that the key to this was to free the labourer from pauperism. Howick con-
ferred with the leaders of the Whig administration and it was agreed that some-
thing ought to be done about the Poor Law abuses in England. On 19 January 
1832, Senior’s friend (and Secretary to the Board of Control) Thomas Hyde 
Villiers wrote to Howick suggesting the establishment of a Royal Commission 
to investigate pauperism and make recommendations for reform. He recom-
mended Senior as a ‘practical Political Economist, who has written well on the 
subject’ (Villiers quoted in Bowley 1937: 286).7 Lord Chancellor Brougham 
suggested that the Commission be divided into a Central Board, made up of 
Commissioners, and itinerant Assistant Commissioners who would collect 
facts and opinions. The Board would digest the information collected and pro-
duce proposals based on the evidence. It would also prepare “Instructions” for 
the Assistant Commissioners; Senior was given this task (see Senior 1832, 
1832 [1970]). However, so much time was taken in preparing the questions 
and Instructions as well as in appointing the Assistant Commissioners that few 
of them had actually begun to work before August 1832.

Brougham demanded that the results of the Commission’s work should be 
sent to him piecemeal. Senior was given the early results (some 600 replies) 
and took the opportunity of digesting these for Brougham and presenting his 
own proposals for reform based on these initial findings. The results were 
presented in a letter to Brougham dated 14 September 1832—barely a month 
after the majority of assistants had begun their work. In this letter, Senior 
focused on five problems: the Allowance System which destroyed productiv-
ity; the diminution of the wages and rates funds; the settlement laws; corrup-
tion; and the question of bastardy (see Levy 1970: 247–262).

Senior’s fundamental objection to the Poor Laws can be seen from this let-
ter in which he argued against the practice which had developed of giving 
allowances to the able-bodied working poor. The consequences of these allow-
ances for the workforce were to reduce their wages, morale and productivity. 
The reason why the demands on the funds were increasing was that the people 
who should have known better, such as farmers, the clergy and the magis-
trates, subscribed to the ‘monstrous’ (Senior in ibid.: 249) doctrines that 
wages were a matter of right and not contract and that the amount for their 
payment and the payment of poor relief was inexhaustible. Extravagant rates 
of wages and allowances had been granted as a result. Senior’s fundamental 

7 See next section.
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objection to the Poor Laws was not that they were likely to increase the rate of 
growth of population, but that they were likely to reduce the rate of growth of the 
wages fund from which labour could be supported. He argued for the repeal 
of the Relief of the Poor Act (Gilbert’s Act) of 1782 which forbade the placing 
of the able-bodied in workhouses. Allowances would be abolished and in 
future anyone seeking relief would have to enter the workhouse. He also rec-
ommended changes to the law relating to bastardy. Having made detailed 
comparisons, Levy argued that ‘many portions of the Commissioners’ Report 
of 1834 were taken verbatim’ from Senior’s 1832 letter (Levy 1970: 83).

The main point of the reforms eventually outlined in the 1834 Report was 
to reduce claims for relief from the able-bodied and this was to be achieved by 
making the system a harsh one. Central to this was the principle of “less eligi-
bility” and the workhouse test. Less eligibility meant that the situation of an 
able-bodied pauper ‘on the whole shall not be made really or apparently so 
eligible as the situation of the independent labourer of the lowest class’ (Senior 
1834: 228). This could be enforced by making the able-bodied and their fam-
ilies go into a workhouse as a “test” of their destitution. Conditions there 
would involve strict discipline, hard work, monotonous food and the separa-
tion of families. The final Report of 1834 reflected much of Senior’s approach 
but whilst the reforms were harsh, they were better than the outright abolition 
proposed by Ricardo and Malthus.

Senior wrote a letter to Brougham in January 1833 (Senior 1833) concern-
ing the administration of the Poor Law Commission (see Levy 1970: 
255–262). He argued strongly against the government taking full responsibil-
ity for relief, stating that to do so would make the government the general 
insurer against ‘misfortunes, idleness, improvidence and vice’ (ibid.: 60). 
Instead, his scheme combined central inspection with local financial respon-
sibility. In March 1835, Tocqueville wrote from Paris requesting some assis-
tance with work he was preparing on pauperism. Senior duly obliged by 
sending him a number of pamphlets from the work on the Poor Law Reform 
Bill. Tocqueville published his Memoir on Pauperism in 1835, a work which 
was influenced by his visit to England and discussions with Senior (de 
Tocqueville 1835 [1997]).

In 1841, Senior published an article entitled “English Poor Laws” in the 
Edinburgh Review (Senior 1841a) in which he traced the history of the English 
Poor Laws from the fourteenth century until the reforms of 1834. Also in 
1841, Senior authored an anonymous pamphlet called Remarks on the 
Opposition to the Poor Law Amendment Law Amendment Bill (Senior 1841b). 
He endeavoured to vindicate the 1834 Bill and, accepting that it would never 
be popular with everyone, made a plea for its continuation and renewal. Much 
of Senior’s focus was on the danger of a possible revival of the Allowance System.
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In December 1846, Senior wrote a letter to the then Prime Minister Lord 
John Russell (Senior 1846a) regarding the reorganisation of the English 
Poor Law Commission (see Levy 1970: 274–279). This concerned the ques-
tion of local management versus centralisation. It was local management, 
Senior argued, which brought on the problems of the pre-1834 position. 
On the other hand, there were dangers inherent in centralisation, especially 
if it were in the form of a government department subject to the politics of 
the House of Commons. The Poor Law Amendment Act had steered a mid-
dle course with its organisational machinery comprising Commissioners 
and Assistant Commissioners. Senior made a plea for a possible increase in 
the numbers of Assistant Commissioners who had become overloaded 
with work.

For his efforts with regard to the Poor Law, Senior was offered a knight-
hood which he turned down. He was also offered and declined the 
Governorship of Upper Canada.

7  Senior, the Irish Poor Law and the Famine

A few months after he was called to the Bar, Senior made a tour through 
Scotland and Ireland. In the latter, he travelled from Belfast to Wexford and 
was shocked by the economic and social conditions he saw. The problem of 
poor relief in Ireland in the early years of the nineteenth century was consider-
able and assistance was almost entirely based on private charity. An Act passed 
in 1772 proposed the setting up of corporations with the responsibility of 
poor relief with funds raised from lands and estates. Funding was difficult and 
the scheme was only partially successful especially outside the cities (see 
Cousins 2013). The issue came to the fore after the end of the Napoleonic 
Wars with the partial famine in Ireland in 1817. There was some discussion 
about poor relief at this time but the real public debate did not begin until 
after 1828 (see Black 1960: 89–90).

In 1830, the Whigs took office and in 1831 Lord Howick suggested to 
Senior that he examine the question of the advisability of enacting legislation 
for compulsory relief of the poor (Poor Laws) in Ireland. As a result, Senior 
wrote A Letter to Howick in July 1831 dealing with the matter and in it the 
role of government is seen in a different light (Senior 1831). Senior began by 
asserting that evidence from earlier reports indicated that a large proportion 
of the inhabitants of Ireland were in a state of habitual privation and subject 
occasionally to severe distress. Senior was opposed to the introduction of the 
Poor Law in Ireland on the grounds of the existing conditions, not on prin-
ciple. The Law had been introduced in England to assist the poor affected by 
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the accidents and contingencies of life, not to raise the general standard of 
living, which is what was required in Ireland. While Senior was sympathetic 
to the poverty of the able-bodied due to illness or crop failure, he was against 
the use of allowances which, under the English Poor Law, had created the 
greatest difficulties. Senior maintained that the effects of the Old Poor Law in 
England had been bad enough, but to introduce them to Ireland would be 
worse. The fundamental problem was the deep poverty of the labouring pop-
ulation; the introduction of the English system would have no impact on this 
while bringing with it a host of other difficulties.

Senior further argued that the wages fund was the result of workers’ indus-
try and is ‘in a great measure proportioned to it’ (ibid.: 52). If effort is reduced 
so will be the wages fund while the number to be maintained by it grows. 
Senior went on to outline a series of proposals the aim of which was enlarging 
the wages fund and lowering the number of claimants. The specific measures 
were the building of roads, railways, harbours, docks and canals; the draining 
of bogs; and the reclamation of waste. The principal aim was not to provide 
employment directly but to increase the productive capacity of the country so 
that the workforce would be more productive, although employment would 
also be created in the process. In addition, Senior advocated emigration to 
reduce the size of the population in order to take pressure off the wages fund 
while it was being regenerated. He realised that these measures would not 
solve Ireland’s problems quickly, but the aim was to break the vicious circle of 
poverty. Fundamentally, Senior was, unlike Malthus, an optimist who believed 
that continuous progress was possible.

In 1833, after the passage of the Great Reform Act in 1832 and the debate 
on the Poor Law in England from the same year onwards, pressure grew for 
some official consideration of the introduction of a Poor Law in Ireland. A 
commission was established in 1833 with Archbishop Whately in the chair. 
The final report did not appear until 1836 and in it Whately and his colleagues 
rejected the idea of following the New Poor Law in England, preferring to rely 
on emigration to relieve the labour market and public works to promote 
employment. Russell, at that time Home Secretary, was not entirely convinced 
by the Report and consulted Senior who was broadly sympathetic given that 
the new document resembled his earlier report in 1831. However, there was 
significant support for the workhouse system to be introduced and pressure 
from England to do something to reduce the possibility of increasing numbers 
of Irish migrants into England. George Nicholls, formerly a member of the 
Poor Law Commission in England, put forward a set of proposals in January 
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1836, recommending the adoption of the New Poor Law system in Ireland. 
After an investigatory tour of Ireland, Nicholls submitted another report to 
Russell urging the building of workhouses but removing any possibility of out-
door relief. Russell introduced a Bill based on that report in February 1837 
and, after some delay, the Irish Poor Law Act based on the Bill was passed in 
July 1838. Commenting later in 1846, Senior was very positive about the 1838 
legislation, arguing that it was a system of legal charity carefully restricted.

In the winter of 1845–1846, there was a failure of the potato crop in Ireland 
which was seen as a temporary problem. As Black argued, there was nothing 
in the 1838 Act that considered even the possibility of a partial famine let 
alone the calamity which was to come. However, previous experience with 
famines had established an ad hoc policy relief via public works plus private 
charity; action along these lines was now deemed to be urgent (see Black 
1960: 112–113). There was no suggestion that relief should be given via the 
Poor Law. In this context, Senior wrote a somewhat extraordinary note to the 
Comptroller General of the Exchequer Lord Monteagle on 14th November 
1845 once again arguing for public expenditure:

A portion of the Irish population must be considered to be an army to be fed 
and employed—and fortunately the means of employing them are ready. We 
need not dig holes and fill them in again or look out for public works. The rail-
ways are ready. Could not Government contract for finishing certain lines, and 
be entitled to participate in the profits (ibid.: 113, fn. 4; italics added) (Senior 
to Monteagle, 14 November 1845, Monteagle Papers, National Library of 
Ireland; italics added).

The government did not carry out Senior’s proposal, although had they 
done so immediately there could have been benefits (see Black 1960: 
189–202). Peel did however did introduce a system of public works and in 
November 1845 authorised the purchase of £100,000 of Indian corn by the 
Treasury to be sold at low prices at depots in Ireland so that those on low 
wages from public works could be provided for.

The Whigs came into power at the end of June 1846 and maintained Peel’s 
policy until the corn ran out at the end of the year. In the winter of 1846–1847, 
the crop failed very seriously. Russell’s policy was that public works were to be 
maintained and food was to be supplied by private dealers. The result was ris-
ing prices and an inability of the poor to purchase an adequate diet leading to 
starvation and disease which produced widespread mortality. The idea of the 
Irish Poor Law being extended to become the main channel of relief was 
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gaining some traction. George Julius Poulett Scrope MP wrote a number of 
letters to Russell in May 1846 (see Scrope 1846: 3–91). In the series of seven 
letters, he argued that the Poor Law should be extended to all destitute per-
sons and that relief need not necessarily be provided in the workhouse. There 
should also be a programme of public works focusing on the reclamation and 
reallocation of wastelands. Senior argued strongly against this in an article in 
the Edinburgh Review in October 1846 claiming that it would necessitate the 
levying of rates which would put an end to all private schemes of employment 
(see Senior 1846b: 267–314). As Black pointed out, the 1846 article was at 
odds with Senior’s attitude in his earlier letter to Lord Howick and his corre-
spondence with Monteagle (see Black 1960: 123).

The situation which Senior had foreseen subsequently came about when 
from the autumn of 1847 the whole burden of relief was placed on the rate-
payer under the Poor Law Extension Act. Use was made of the “quarter-acre 
clause” which prevented any person holding more than a quarter of an acre of 
land from claiming relief until he gave up the land; this was a powerful force 
for the process of clearance. The workhouses were full to capacity by the sum-
mer of 1847 and resort to outdoor relief increased. The potato harvest was 
poor again in 1848 and by 1849 there were 215,000 people in the work-
houses and 769,000 on outdoor relief (see ibid.: 120–133). Senior wrote 
another article in the Edinburgh Review in October 1849, reviewing the events 
of 1847 and 1848. He was very pessimistic about the situation and feared that 
‘if we allow the cancer of pauperism to complete the destruction of Ireland, 
and then throw fresh venom into the already predisposed body of England, 
the ruin of all that makes England worth living in is only a question of time’ 
(Senior 1849: 268).

In 1861, Senior wrote a preface to Journals, Conversations and Essays Relating 
to Ireland, which was in fact published posthumously in 1868. He took the 
opportunity to review his role in the events that had taken place in Ireland, 
stating that:

A Poor Law has been introduced—I believe the best which any country has ever 
adopted … In 1831, when I first wrote on Irish affairs, no Poor Law was known, 
except the unreformed Scotch Poor Law and the unreformed English one … I 
firmly believe, that if a Poor Law, on the English or on the Scotch system, had 
been introduced into Ireland in 1832—and one of those models would cer-
tainly have been adopted—the ruin which I predicted would have followed 
(Senior 1868: x–xiv).
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8  Combinations, Hand-Loom Weavers 
and the Factory Acts

As soon as Lord Melbourne became Home Secretary in November 1830, 
he asked Senior to look at the question of the law of combinations. In his 
memorandum, Senior argued that in this case the duty of government was to 
maintain law and order. He concluded that the law should be left as it was but 
that there should be increases in punishment for the use of violence or intimi-
dation, prohibition of picketing and other strong measures. The report was 
never published but the Webbs had sight of it and reported as follows:

They8 accordingly conclude with a series of astounding proposals for the amend-
ment of the law. The Act of 1825 could not conveniently be openly repealed; 
but its mischievous results were to be counteracted by drastic legislation. They 
recommend that a law should be passed clearly reciting the common law prohi-
bitions of conspiracy and restraint of trade. The law should go on to forbid, 
under severe penalties, “all attempts or solicitations, combinations, subscrip-
tions, and solicitations to combinations” to threaten masters, to persuade black-
legs, or even simply to ask workmen to join the Union. Picketing, however 
peaceful, was to be comprehensively forbidden and ruthlessly punished. 
Employers or their assistants were to be authorised themselves to arrest men 
without summons or warrant, and hale them before any justice of the peace. 
The encouragement of combinations by masters was to be punished by heavy 
pecuniary penalties, to be recovered by any common informer (Webb and Webb 
1898: 125).

The report was regarded as politically impossible to implement and was 
therefore not acted upon.

In 1837, Senior also became involved in two important new subjects, con-
cerned with the hand-loom weavers and the Factory Acts, which were later to 
be associated with his name to an extent almost equal to that of the Poor 
Law Report.

The plight of the weavers had its origins in the eighteenth century. The 
development of machine spinning in the 1770s had led to a huge supply of 
cheap yarn and, as a result, the employment of weavers expanded rapidly to 
nearly a quarter of a million during the Napoleonic Wars. The power loom for 
weaving was first invented in the 1780s but was slow to develop. Reasonably 
high weavers’ wages meant that more power looms which were less advanced 

8 The report was in fact written by Senior and a legal expert.
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could be used commercially than would have been the case had wages 
remained at their earlier, lower levels. These less advanced machines could not 
be used on some types of yarn and this served initially to maintain the weavers 
in work. However, as power looms advanced and were able to weave many 
kinds of fabrics, hand-loom weaving declined, resulting in lower wages and 
poorer working conditions. Early in September 1837, a Royal Commission of 
Inquiry was established to examine the condition of the weavers who had 
become unemployed. Senior was appointed to head the Commission which 
sought evidence from witnesses in principal weaving districts. The work took 
four years and it is probable that Senior himself was responsible for writing 
the report which was published in 1841 (see Bowley 1937: 258).

The first important point made in the Report of the Commissioners was that 
although the original wording of the Commission’s task was to look into the 
‘condition of the unemployed hand-loom workers’, initial enquiries revealed 
that in fact there were not many unemployed workers but that those who 
were employed suffered from ‘great privation and distress, arising…from 
insufficient wages and excessive toil’ (Senior 1841c: 1). The Report has been 
noted for the quality of its classical economic analysis applied to a concrete 
case (see Stigler 1949: 25–36). The causes of the weavers’ plight were divided 
into those affecting demand and supply respectively followed by a discussion 
of possible remedies. On the demand side, a tax on power looms and duties 
on imports were considered but rejected on the grounds of doing more harm 
than good. On the supply side, hand-loom weaving allowed for independent 
working at home and the possibility of other family members’ participation, 
making it very desirable compared with the regimentation of factory work. 
Workers were therefore very reluctant to move into factories even at low wages 
and supply tended to run ahead of demand particularly during downturns. 
The effects of the Corn Laws were also considered as leading to sudden and 
unforeseen changes in the state of trade and to increases in the price of food 
in times of poor harvests. The Commission conceded that the Corn Laws 
were harmful but argued that their removal would not improve the main 
cause of distress which was perceived to be the competition from power 
looms. It was sympathetic to measures which might alleviate the conditions of 
the workers such as improvements to dwellings and the provision of educa-
tion. Emigration was also considered but was rejected.

One last consideration with regard to the hand-loom weavers was Senior’s 
insistence on inserting into the Report of the Commissioners elements of his 
earlier report on trades unions. In a note at the beginning of a reproduction 
of Historical and Philosophical Essays published posthumously in 1865, Senior 
maintained that ‘the lapse of thirty years has not diminished its interest … 
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The law remains as defective as it was in 1831’ (Senior 1865, 2: 116). In fact, 
Senior’s arguments for enabling “free labour” in 1841 were even more repres-
sive than a decade earlier (see Curthoys 2004: 24).

Senior involved himself in the controversy concerning factory legislation 
and in particular what was to become the Factories Act 1847 (also known as 
the Ten Hours Act). Under the Factories Act (Althorp’s) Act of 1833, those 
aged between nine and thirteen were restricted to eight hours of work per day. 
Children in this age group were required to assist adults. It was envisaged that 
there would be a “relay system” for children with two shifts covering the per-
mitted working day and that, as a result, adults would be able to work a long 
day. Members of the Ten Hours Movement objected to this on the grounds 
that it was simply a way of getting adults to work fifteen hours. Lord Ashley, 
who represented the Ten Hours Movement in parliament, expressed his inten-
tion of bringing in a Bill which would reduce adult hours to ten a day.

On 17 March 1837, Senior began a tour of the northern manufacturing 
districts. Ensconced in the York Hotel in Manchester, he wrote three letters to 
Charles Poulett Thomson, the President of the Board of Trade. In the first, 
written on 28 March, he explained that he and his party had been in the cen-
tre of the cotton district inquiring into the effects of the Factory Regulations 
Act on cotton manufacture and any future effects from further legislative 
interference. He went on to write that ‘as Lord Ashley’s motion is at hand…I 
think you may not be unwilling to hear the results to which we have as yet 
come’ (Senior 1837: 11). He then put forward his well-known, not to say 
infamous, argument that if the hours of working in a mill were reduced by 
one hour per day (prices remaining the same), net profit would be destroyed—
if they were reduced by an hour and a half, even gross profit would be destroyed. 
Senior also argued that increasing proportions of fixed capital in buildings 
and machinery in relation to circulating capital will require longer hours of 
work but that ‘the exceeding easiness of cotton-factory labours renders long 
hours of work practicable’ (ibid.: 14; italics in original). He ended the letter by 
stating that ‘a ten hours’ bill would be utterly ruinous’ (ibid.: 16).

Senior argued in the second letter, written on 2 April, that the relay system 
had failed, that parents were losing money because of the reduction in chil-
dren’s hours and that the duty of educating children should pass from mill 
owners to the government. In a third letter of 4 April, he registered his ‘alarm’ 
(ibid.: 26) at the government’s proposals to enforce the factory acts by more 
stringent inspection and ended by stating that the only matters for enactment 
are ‘ventilation and drainage’ and providing ‘means and motives to education’ 
(ibid.: 29).
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Back in London, Senior attended a meeting of the Political Economy Club 
on 4 May and reported on his tour. Leonard Horner, the highly respected 
Inspector of Factories for Lancashire and Yorkshire, was also present. Senior 
began by taking the audience through his analysis of the capital structures of 
cotton mills and laid out his argument concerning the “last hour”. He then 
went on to state that the attempt to use relays of young people had failed. 
Asked to speak, Horner pointed out that a large number of manufacturers had 
been using the relay system quite satisfactorily and argued against some other 
of Senior’s statements. Senior was not convinced and asked Horner to put his 
arguments in writing and forwarded to him his correspondence with the 
President of the Board of Trade. Horner’s letter of reply of 23 May gave fur-
ther substance to his remarks on relays and his disagreement concerning the 
effect on parental income. Understandably, his strongest arguments came in 
defending the role of the inspectorate. However, he did agree with Senior on 
the importance of interfering as little as possible in ‘the productive powers 
of…fixed capital’ (ibid.: 30), and although Horner made no explicit reference 
to the last hour, he did stress ‘the fatal consequences’ (ibid.: 31) of a reduction 
in the hours worked to ten a day. Senior was critical of Althorp’s Act which 
Horner broadly defended, but both were at one with regard to Ashley’s Bill. 
Horner’s letter together with Senior’s Manchester correspondence and a pref-
ace were published on 8 June 1837 as Letters on the Factory Act.

Senior received both support and criticism concerning the last hour right 
through the 1840s in the run up to the eventual passing of the Factories Act 
in 1847 (see Levy 1970: 110–114). Later criticism by Marx in Volume 1 of 
Das Kapital (Marx 1909: 248–254) triggered further discussion of the propo-
sition which continued into the twentieth century.9

9  Senior on Education

Senior frequently turned his attention to the condition of elementary edu-
cation in Britain with a special focus on poor and pauper children. In 1837, 
in Letters on the Factory Act, he argued that ‘the Factory Act, by driving many 
children into other employment, makes the expediency of adopting a general 
system for the education of all children even more urgent than it was before’ 
(Senior 1837: 23). Following this, in the Report on the Hand-Loom Weavers in 
1841, he argued that

9 See, in particular, Schumpeter (1954: 485–486) and papers in Blaug (1991) by Johnson, DeLong, 
Anderson et al. and Pullen.
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in the matter of education the Government of this country owes a duty to its 
people which it has not performed … If we might hazard another suggestion, it 
would be, that a further step should be made towards the introduction of a 
general system of education, by the issuing of a Royal Commission to inquire 
into the state of education of the poorer classes in Great Britain, and to suggest 
measures for its improvement and for the establishment of a system of national 
education … A comparison of our methods and of our extent of instruction 
with those of nations on whose civilization we presume to look down, would be 
a useful stimulus to the exertions of some, and a useful sedative to the national 
vanity of others (Senior 1841c: 121–124).

The Royal Commission for which Senior had argued was eventually set up 
in 1858 with him as a member and in 1859 he submitted a memorandum to 
his colleagues entitled On the Education of Pauper Children in Unions10 in 
which he argued:

The pauper children who receive no education, or one which trains them to 
pauperism, vice, and crime, are precisely the children for whom the Government 
is responsible. Their parents are dead, or have deserted them, or are unable to 
feed them, much less to educate them. To them the State is loco parentis (Senior 
in Levy 1970: 179).

In his contribution to the Commission’s report and in testimony to a par-
liamentary select committee in 1862, Senior was critical of the existing Poor 
Law authorities for their lack of action (see ibid.: 180–182). There was also 
division in the Commission concerning the role of government. The minority 
argued against intervention, preferring a reliance on private duty and benevo-
lence. Senior agreed with the majority who were against this “laissez-faire” 
position (see ibid.: 182–185). In 1861, Senior published a volume entitled 
Suggestions on Popular Education (Senior 1861). Much of it was dedicated to 
the educational provision of poor and pauper children.11

10 The reference is to “workhouse unions”.
11 Senior’s daughter-in-law, Jeanie Senior, became the first female civil servant in Britain when she was 
appointed as an Assistant Inspector of Workhouses in 1873.
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10  The Role of Government

In his 1830 memorandum on the trade unions, Senior proposed a narrow role 
for government, limiting it to the protection of property and the maintenance 
of law and order. In a change of mind just a year later in his letter to Howick 
on the Irish Poor, he argued for expenditure on transport and the drainage of 
bogs as a means of increasing the country’s productive capacity. He also pro-
posed the provision of health care for the disabled and the mentally ill (see 
Bowley 1937: 242–248). There was a clear difference in Senior’s attitude to 
government intervention between the case of Ireland in 1831 and that in 
England from 1832. In Ireland, there was chronic poverty among the labour-
ing poor, and Senior argued that a Poor Law would not be feasible. In England, 
he was concerned that the existing Poor Law, with arrangements for outdoor 
relief, could eventually pauperise the whole agricultural labour force via a 
downward pressure on wages. Less eligibility was a reform that could be 
brought into England but not Ireland.

In 1836, Senior’s definition of economics changed. He now argued that 
economics should be restricted to pure theory and the economist was not 
allowed to offer advice but just explain any economic principles, if required. 
In the following year, he used economic theory in his arguments against the 
reduction of hours in factories to ten and in the question of the hand-loom 
weavers. However, in both cases, Senior also argued for legislation to provide 
housing and improve living conditions. It seems that Senior found his stric-
tures against advice difficult to conform to. Moreover, it was from 1837 that 
he advocated a role for government in education.

When Senior became Drummond Professor for the second time, his views 
had changed again. In two lectures both entitled “The Power of Government 
to Alter the Degree in Which Wealth Is Desirable”,12 he maintained that ‘the 
only foundation of a right to govern and of a correlative duty to obey, is expe-
diency—the general benefit of the community. It is the duty of a Government 
to do whatever is conducive to the welfare of the governed’ (Senior quoted in 
Bowley 1937: 265). The sacred principle of non-interference is now thrown 
over. It is on the same footing as interference, that is, whether it was expedient 
or not (Bowley 1937: 266). Bowley argued that Senior’s view in 1847 was 
essentially the same as that taken by John Stuart Mill in 1848 and that, this 
being the case, why it had not been more widely recognised in the former case 
while it had been in the latter. The answer she put forward was that most of 
Senior’s writings demonstrating the development of his views were contained 

12 Lectures, 1847–1852, Course 1, Lectures 6–7.
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in reports on social and economic matters written for various members of 
governments, or they were contained in unpublished lectures or articles. Had 
Senior had the time and opportunity to write his ‘great book’ perhaps the his-
tory of his own thought may have been different.

11  Conclusion

Senior’s second period as Drummond Professor ended in 1852. The post of 
Master in Chancery was abolished in the same year, although Senior was not 
released from his duties until 1853. He was entitled to receive during his life, 
by way of pension, the full amount of his salary as Master in Chancery (see 
Levy 1943: 319, fn. 340). He was then, at the age of sixty-three, free from all 
academic duties, business commitments and financial worries until the end of 
his life. In 1853, he was re-elected by ballot as a member of the Political 
Economy Club and continued to participate at meetings (see ibid.: 315). The 
ten years or so left to him were split into two broadly equal parts. The period 
up until 1859 was a time for long-distance overseas travel and journal writing. 
The period thereafter was spent on his usual annual trips to France; a longer 
visit around Scotland and Ireland; and in reflecting upon and in editing work 
he had already produced.

The first long visit (from the end of February until early June 1855) was to 
France and Algeria and was quickly followed by an even longer visit (from 
early November 1855 to late April 1856) to France, Egypt and Malta. The 
visit to Egypt was as a result of an invitation to join an international commis-
sion of engineers investigating the possible construction of the Suez Canal 
(see Levy 1970: 174–177). At the time, Britain was politically and economi-
cally closer to India than any other European power. Senior’s view was that if 
the project was practical then any opposition would be ineffectual and that 
Britain would be behaving selfishly to attempt to shut off Europe from easier 
communications with India as well as China. The last long visit (from the 
beginning of September 1857 until early May 1858) was to Turkey (Asia 
Minor), Greece and France. On all of these major tours, Senior took the 
opportunity to speak with many prominent people on a very wide range of 
topics, including literature, art, history, politics, religion and economics. He 
acted almost as a roving ambassador with excellent connections, and when-
ever relevant he pressed the importance of free trade and competition.

Alexis de Tocqueville died in April 1859 and his death prompted Senior to 
write a preface to the correspondence and conversations between them which 
had lasted for over a quarter of a century (see Simpson 1872). Also in 1859, 
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Senior published a journal of his travels in Turkey and Greece which alone out 
of all his journals and conversations was published in his lifetime (Senior 
1859). All of the others were edited and published after his death by Senior’s 
daughter, Mary Simpson (Simpson 1871, 1878, 1882, 1898). Dimand (2004) 
provides interesting insights into Senior’s Eastern travels, outlining his views 
and attitudes towards local cultures. He also makes a very important point 
concerning Senior’s singular position among his contemporaries which is 
reinforced by his travel journals:

Senior’s account of these countries as seen by a leading classical economist is 
unique, and therefore not typical of classical political economy: had Senior been 
more like his fellow classical economists, he would not have been there, and 
would not have produced that remarkable (and vast) body of documents, his 
journals, and conversations (ibid.: 74–75).

In 1861, Senior prepared a preface to his Journals, Conversations and Essays 
Relating to Ireland and in 1863 he wrote supplements to several old articles 
which were included in his Historical and Philosophical Essays.

Senior’s address on education, delivered in October 1863 at the National 
Association for the Promotion of Social Science at which he again made a plea 
for State intervention in popular education, was his last contribution to public 
debate (Senior 1863). In January 1864, he fell ill and steadily deteriorated until 
his death aged seventy-three on 4 June. He had worked almost right up to his 
death, totalling fifty-one years since the start of his pupillage with Edward Sugden.

It seems appropriate, given his contributions to the magazine, to let The 
Economist, edited by Walter Bagehot, have the last word on their faithful 
contributor:

A man has just parted from among us who, though scarcely to be described as a 
prominent political or social character, rendered in his day and generation more 
important and various services to his country than many whose names are far 
more widely known and will, by the public at large, be much longer remem-
bered. Our interest in him and England’s concern with him were as a sound 
political economist and a very sagacious and persistent social reformer … For 
years he was an active and voluminous writer on nearly all questions which 
could interest a cultivated mind—on literature, politics, law reform, and social 
progress … Without being precisely a genial man he was eminently a kindly- 
natured man; those who lived with him and knew him intimately loved him 
much; he had no disturbing or unfriendly passions of any sort towards any one; 
and no prejudices to pervert an intellect singularly cool and clear. Few men have 
ever made more out of life. Not many are in the habit of turning it to better 
purposes (The Economist, 18 June 1864: 770–771).
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8
William Forster Lloyd (1794–1852)

Vincent Barnett

1  Introduction

William Forster Lloyd (1794–1852) was born in Bradenham, Buckingham-
shire, and attended Westminster School and then Christ Church College, 
Oxford, graduating with a BA in Mathematics and Classics in 1815 and an 
MA in 1818. He eventually became Drummond Professor of Political 
Economy at the University of Oxford, occupying this post between 1832 and 
1837, having succeeded Nassau Senior and Richard Whately, and ‘delivered a 
celebrated series of lectures, challenging many of the accepted doctrines of the 
day’ (Smith 1997: 59). Some of Lloyd’s lectures were not published at the 
time of their formal presentation and are now lost, those lost being estimated 
at 24 in number (see Moore and White 2009:  34; Romano 1977). He was (or 
became) a member of what has subsequently been called the Oxford-Dublin 
School of proto-marginalist political economists, the other members being 
Senior and Whately as well as Samuel Longfield, W. Neilson Hancock and 
W.E. Hearn (see Senior 1836; Whately 1831).

Lloyd was, unusually for an economist, ordained as a minister in the 
Church of England in 1822, his books being designated on their title pages as 
authored ‘by The Rev. W.F. Lloyd, Student of Christ Church, Professor of 
Political Economy’. His brother was the Bishop of Oxford. After leaving his 
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post at Oxford in 1837, Lloyd produced no new publications. His most 
significant work in economics was undoubtedly Two Lectures on the Checks to 
Population of 1833, but he also composed A Lecture on the Notion of Value as 
Distinguishable Not only from Utility, but Also from Value in Exchange of 1834, 
Four Lectures on Poor-Laws of 1835, Two Lectures on Poor-Laws of 1836 and 
then Two Lectures on the Justice of Poor-Laws and One Lecture on Rent of 1837. 
These works were all initially presented as lectures delivered at Oxford between 
1832 and 1836, as it was a condition of Lloyd’s Professorship that he was to 
publish at least one lecture per year.

However, Lloyd’s first published work had been Prices of Corn in Oxford in 
the Beginning of the Fourteenth Century of 1830, which is in some ways anom-
alous, as it was much more narrowly and empirically focused than his other 
works in political economy. He cited two main reasons for publishing this 
volume. The first was to be able to better estimate ‘the condition of the labour-
ing poor in former periods of our history’ by means of the facilitation of more 
accurate price and wage data comparisons (Lloyd 1830: iv). The second was 
to better understand whether and to what extent the equalisation of prices 
across different parts of the country occurred, and whether this price equalisa-
tion process depended on the facility of communication between regions.

Lloyd concluded that, in general, the price data showed that the prices of 
wheat and malt usually rose and fell together, but that the price of wheat usu-
ally varied more than the price of malt (see ibid.: 11). The book also contained 
much factual information on the legal controls that were placed on bread and 
other food products at the time, for example, in regulating the size of loaves, 
but it gave no indication whatsoever of the type of work in economics that 
Lloyd would go on to publish. Consequently, this chapter will examine both 
Lloyd’s most well-known contributions to political economy, such as his work 
on the problems of common land ownership and on marginal utility, and also 
some of his less recognised ideas in fields such as behavioural economics.

2  The Tragedy of the Commons

Lloyd’s most well-known idea has come to be known as the tragedy of the 
commons, although this was not a phrase used by him at any time. The basic 
issue and idea as originally presented was developed in response to two related 
questions. Lloyd asked, why was the cattle reared on commonly owned land 
often so stunted, and why was the plant life on the common itself often so 
worn, compared to cattle kept on privately owned land, the latter usually 
being in much better condition? He answered as follows:
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The difference depends on the difference of the way in which an increase of 
stock in the two cases affects the circumstances of the author of the increase. If 
a person puts more cattle into his own field, the amount of the subsistence 
which they consume is all deducted from that which was at the command, of his 
original stock … But if he puts more cattle on a common, the food which they 
consume forms a deduction which is shared between all the cattle, as well that 
of others as his own … In an inclosed pasture, there is a point of saturation… 
beyond which no prudent man will add to his stock. In a common, also, there 
is in like manner a point of saturation. But the position of the point in the two 
cases is different (Lloyd 1833 [2017]: 28).

In modern formulation, individual behaviour that is detrimental to society 
as a whole, but which benefits an individual or a smaller sub-set of society, will 
sometimes be undertaken whenever the detrimental effects (or costs) are not 
directly coupled with the associated benefits.

The solution proposed by a well-known twentieth-century author on the 
issue, Garrett Hardin, who first coined the phrase “the tragedy of the commons”, 
was better sustainable management of commonly held resources, together with 
the enforcement of the actual cost-benefit association of using them (see Hardin 
1968). Hardin later clarified that by the phrase “the tragedy of the commons”, he 
had really meant the tragedy of the unregulated commons, and went on to link 
this topic to unrestricted population growth (see Hardin 1995).

It should be noted that the tragedy of the commons is not limited to human 
affairs, but extends into the animal world as well. Predators that over-deplete 
their prey animal stock can face the issues of either heightened scarcity of the 
prey or, in extreme cases, prey extinction, either directly by over-hunting or 
indirectly by disturbing the natural habitat of the prey. In addition, it has 
been pointed out that pre-industrialised human communities also sometimes 
suffered from similar commons-depletion issues, especially when power was 
very unequally distributed between the various parties involved in using the 
commonly held resources. As such, the tragedy of the commons has a very 
long history (see Ruttan and Borgerhoff Mulder 1999).

Finally, it is worth pointing out that Lloyd transferred his analysis of the 
commons in metaphoric terms to the operation of the labour market, judging 
about this market that ‘the field for the employment of labour is in fact a com-
mon, the pasture of which is free to all … In the common for man, the child 
begins…by the possession of a pair of hands competent to labour’ (Lloyd 
1833 [2017]: 29). For Lloyd, this meant in turn that the labour market con-
ceived as a commons pasture was always and invariably stocked at saturation 
point, putting pressure on both the price of labour and the capacity to supply 
the growing population with necessary food.
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3  Marginal Utility and Value

As has been outlined elsewhere, Lloyd’s work on value ‘has moved some lead-
ing historians of economic thought to hail Lloyd as one of the first writers to 
articulate the marginal utility theory of value’ (Gordon 2008: 170; see also 
Harrod, 1927). In his A Lecture on the Notion of Value of 1834, Lloyd clearly 
articulated the concept of diminishing marginal utility. He considered an 
example of this as follows:

Let us suppose the case of a hungry man having one ounce, and only one ounce 
of food at his command. To him, this ounce is obviously of very great impor-
tance. Suppose him now to have two ounces. These are still of great importance; 
but the importance of the second is not equal to that of the single ounce. In 
other words, he would not suffer so much from parting with one of his two 
ounces … The importance of the third ounce is still less than that of the second 
(Lloyd 1834 [1968]: 11).

This was a clear statement of the law of diminishing marginal utility; that 
the marginal utility of a commodity declines as its supply increases. To further 
outline his case, Lloyd used the metaphor of a spring or a watch spring, which 
when fully compressed, had the greatest capacity for expansion. Demand, 
when entirely unsatiated, had the greatest capacity for being satisfied, but as 
this demand gradually unwinds (or is fulfilled), the ability to satisfy it gradu-
ally diminishes (a coiled spring gradually loses its tension). Lloyd’s use of a 
spring metaphor in this way can be interpreted in modern terminology as 
suggesting the idea of demand elasticity (see Whittaker 1940: 443).

Although it was not explicitly noted by Lloyd, his articulation of a 
diminishing marginal utility conception of value put him in direct opposi-
tion to David Ricardo’s labour theory of value. Lloyd also commented on 
Malthus’s question on the nature of value, ‘whether in a country with noth-
ing but deer, a deer could be said to be without value, because there would 
be no other object with which to compare it’ (Lloyd 1834 [1968]: 30). 
Lloyd answered that an object certainly could have absolute value indepen-
dently of all comparisons with other objects or animals, although he dis-
puted the idea that objects had intrinsic value, separate from their practical 
or aesthetic functions.

However, the lack of influence of Lloyd’s proto-marginalism across the 
nineteenth century as a whole can be indicated by the fact that Stanley Jevons’s 
The Theory of Political Economy (1871), despite containing an extensive discus-
sion of the history of mathematical economics, does not mention Lloyd’s 
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work on marginal utility at all, although Alfred Marshall did mention Lloyd 
very briefly in a footnote in the seventh edition of his Principles of Economics 
(see Marshall 1890 [1916]: 101). Joseph Schumpeter subsequently noted 
about the delayed arc of diffusion of Lloyd’s work that it was ‘strange that an 
Oxford professor of economics should have needed rediscovering. Nevertheless, 
that was the case [with W.F. Lloyd]. The merit of having rescued Lloyd’s name 
from oblivion belongs to the late Professor [E.R.A.] Seligman’ in 1903 
(Schumpeter 1954: 1055; see also Seligman 1903a, b). Seligman considered 
Lloyd as one part of a wider group of neglected economists from the nine-
teenth century that had come back into focus (and relevance) at the beginning 
of the twentieth century.

4  Poor Laws

Although Lloyd is today most associated with the idea of the tragedy of the 
commons, by far his most extensively analysed topic in his various lectures 
was issues relating to the efficacy of the UK poor laws (see Lloyd 1836 [1968]). 
Lloyd was in general in favour of providing relief for the poor and destitute 
partly on social justice grounds, this being a sympathy articulated against the 
Malthusian ideas of the period. He also justified them in part as a positive aid 
to business and by the use of a mechanical analogy: ‘Poor-laws are to the living 
instruments of a manufacturing society as oil to its machines’ (Lloyd 1835 
[1968]: 102), this insurance-grade oil allowing the continued shifting of 
labour across different branches of industry, without the evils that would 
attend this process in the absence of any poor relief.

He also provided some more concrete arguments for maintaining the poor 
laws, given that in most situations, ‘population is always pressing against the 
means of subsistence’ (ibid.: 57). For example, he argued against the idea that, 
because there might be insufficient resources available to feed absolutely 
everyone who did not have an income, then no one should be provided with 
poor relief, this idea being,

as absurd as to say, that, because all the thousand persons could not be main-
tained, therefore not one could be, in fact, maintained, out of the given supply 
of food … A thousand cannot be maintained. Therefore a thousand have not a 
right to be maintained. But nine hundred can be maintained. Therefore, for all 
we know to the contrary, nine hundred may have a right to be maintained 
(ibid.: 39).
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Lloyd was sympathetic to the plight of the poor in relation to population 
growth and the operation of the so-called preventive check, as he believed this 
check was often overwhelmed by circumstances, and he supported the provi-
sion of poor relief in most situations. He also distinguished between poor 
relief given for the suppression of what he called ‘begging and vagrancy’, that 
is, for those without any real means of supporting themselves through labour, 
and poor relief given to those who temporarily found themselves in distress 
for contingent reasons, such as temporarily becoming unemployed 
(ibid.: 80–82).

More generally, he was concerned to study the structure of the society in 
which the different industrial classes lived in relation to both the operation of 
the labour market, and the influence of this structure on individual well- 
being. For example, he wrote in this respect:

[T]he simple fact of a country being over populous, by which I mean its popula-
tion pressing too closely against the means of subsistence, is no, of itself, suffi-
cient evidence that the fault lies in the people themselves, or a proof of the 
absence of a prudential disposition. The fault may rest…with the constitution 
of society, of which they form a part (Lloyd 1833 [2017]: 22).

In consequence, Lloyd asserted the progressive principle that the institu-
tions of property ownership in a given society should be designed, at least in 
part, with regard to their ‘tendency to promote the general happiness, and, as 
often as it is discovered that they can be made for effectual to that end, ought 
to be modified and amended’ (Lloyd 1835 [1968]: 51). Elsewhere, he dis-
cussed the comparison between slavery and free labour, pointing out some of 
the similarities between them, and suggested how slavery has differed in dif-
ferent societies and contexts, such as in the English as against the French colo-
nies and then in Ancient Rome (see Lloyd 1837 [1968]: 20–24).

However, it would be wrong to conclude from all this that Lloyd should be 
seen as an anticipator of the Marxian treatment of capitalism (see Romano 
1971: 285), as Marxism has a much more extensive and comprehensive 
denunciation of capitalism as an economic system than anything that may 
have been suggested by Lloyd. Instead, Lloyd’s political economy is more 
accurately described as akin to that of a paternalistic Tory (see Romano 1977). 
For example, he consistently argued in favour of extensive poor laws, but 
argued that support for the poor enlarged ‘the field for the profitable employ-
ment of capital’ (Lloyd 1835 [1968]: 127).
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5  Behavioural Economics

In addition to his more recognised work on poor laws, Lloyd can be seen to 
have anticipated some important ideas that have been much more recently 
articulated in the field of behavioural economics. For example, he wrote on 
the question of the relation between relative and absolute conceptions of value:

Such then is the notion of absolute as distinguished from comparative or 
exchangeable value … In this sense of value, it may be remarked, that to a poor 
man, the same things are more valuable than to a rich man … “No one would 
be absurd enough to maintain, that a guinea has the same value, and therefore 
would become an equal forfeiture to two persons, the one having a thousand 
and the other only ten of these” (Lloyd 1834 [1968]: 28–29; source of 
quote unnamed).

In their work on prospect theory, the behavioural economists Daniel 
Kahneman and Amos Tversky similarly maintained that the real carriers of 
value to individuals were relative changes in wealth and welfare, rather than 
final or absolute states (see Kahneman and Tversky 1982). The same absolute 
degree of wealth could connote extreme poverty for one person and great 
wealth for another, depending on the particular context of their lives. For 
example, the billionaire whose total wealth was suddenly reduced to only 
$10,000 would feel like they had been greatly impoverished, whereas if a rich 
benefactor gave a homeless individual with no possessions at all $10,000 as a 
gift, then that individual would feel almost like a millionaire (see Barnett 2019).

In addition, Lloyd was well aware of some cognitive distortions that affected 
human perception and human understanding in certain instances. For exam-
ple, he wrote that:

The human eye is incapable of taking a clear view of many objects at once. 
When it is fixed on one object, all other objects are necessarily overlooked. In 
like manner, the mind can only attend at one time to a definite number of con-
siderations: and it follows, that, where the thoughts and feelings are deeply 
engaged on a present benefit, little power of attention remains to be bestowed 
upon the future (Lloyd 1833 [2017]: 46).

In the nineteenth century, such illusions of perception and attention were 
beginning to be documented and studied by some psychologists, although 
few economists realised their true significance for understanding economic 
behaviour (see Sully 1887: 86). However, Lloyd did understand their 
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significance, albeit at a more general level, pointing out, for example, that a 
‘great source of error in all human enquiries’ was the tendency to generalise 
prematurely from insufficient facts (Lloyd 1837 [1968]: 18), this being a par-
ticular version of what behavioural economists now call anchoring biases. He 
also understood that the motives for human behaviour were more complex 
than simply rational self-interest. Many decades before Thorstein Veblen, 
Lloyd stressed the importance of the ‘spirit of emulation, and the desire of 
rising in the world’ as a powerful motive of human economic behaviour 
(Lloyd 1833 [2017]: 58), just as Veblen expressed the belief that the ‘motive 
that lies at the root of ownership is emulation’ (Veblen 1899 [1925]: 25).

In more general terms and similar to contemporary formulations of the 
subject of evolutionary psychology (see Barnett 2015, 2018), it is clear that 
Lloyd believed that the human mind contained some important fixed, inbuilt 
capacities (or instincts), what he termed ‘dispositions’. He explained on this 
topic that:

It is convenient, here, to distinguish between the motives and the disposition to 
prudence. By the motives, I mean circumstances external to the minds of the 
individuals … By the disposition, I mean something internal to the mind itself, 
namely, the strength of the reasoning faculty, combined with the degree of self- 
command possessed by the individual … The disposition, which depends on 
the reasoning faculty, will vary according as that faculty is improved by educa-
tion and experience (Lloyd 1833 [2017]: 40).

In addition, this prudential disposition was seen by Lloyd as part of what 
he explicitly called ‘human nature’ (ibid.: 52), elsewhere considering a hypo-
thetical ‘change in the constitution of human nature’ (Lloyd 1835 [1968]: 
117). Human nature was, therefore, for Lloyd, the sum total of all of these 
inbuilt dispositions and also the various ‘natural passions’, such as those 
expressed in marriage (Lloyd 1833 [2017]: 32), as evolutionary psychologists 
currently maintain.

6  Animal Intelligence

One area of political economy which Lloyd has not usually been connected to 
is the relevance of comparative animal studies and comparative animal psy-
chology to economic behaviour. However, he did on occasion venture into 
this field, as the following passage attests:
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Adam Smith remarks, that man is the only animal which makes exchanges. 
“Nobody”, he says, “ever saw one dog make a fair and deliberate exchange of 
one bone for another, with another dog” … But we may observe, that dogs have 
a sense of value … Though nobody has ever seen two dogs making an exchange, 
yet a dog has been often seen to hide a bone. The dog does this from a sense of 
its value…because he knows that a bone is a good thing which is not always to 
be had when wanted … In Constantinople, where the dogs act the part of scav-
engers, and, it is said, have their regular beats, like beggars in London, no indi-
vidual dog ever presuming to trespass beyond his own territory (Lloyd 1834 
[1968]: 26).

At the end of the nineteenth century, the evolutionary psychologist George 
Romanes noted various examples of dogs that had been trained to take coins 
to a shop and purchase particular items in exchange, such as buns or biscuits. 
Romanes commented on this in turn that some ‘dogs have an instinctive idea 
of giving peace-offerings, and that the step from this to the idea of barter may 
not be large’ (Romanes 1878 [1898]: 452). The anthropocentric approach to 
studying animal behaviour has recently experienced a resurgence in the psy-
chology literature and also has some crossovers with the fields of behavioural 
economics and neuroeconomics (see Shettleworth 2012: 529–530; Barnett 
2019). Lloyd explicitly characterised human beings at one point as the ‘rea-
soning animal’ (Lloyd 1833 [2017]: 12), with ordinary American citizens 
described as often settling in the woods, indicating the anthropocentric paral-
lel he was here seeking to apply.

7  Conclusion

Overall, Lloyd’s methodology has been described as realist and as conceptually 
distinct from both Ricardo and Malthus (see Moore and White 2009: 40), 
and his work on value as placing him in the utility school (see Roll 1938 
[1989]: 339). Given the greater recognition awarded to him today, it is worth 
noting that Lloyd had no separate entry in the original nineteenth-century 
edition of the Palgrave Dictionary of Political Economy. Neither was he listed 
at all in its index, although Lloyd was mentioned in an “appendix” to a later 
corrected version of this edition (see Moore and White 2009: 40). However, 
he certainly did receive his own entry in the most recent edition of the Palgrave 
Dictionary and he was also listed in the index (see Gordon 2008: 170–171). 
Lloyd’s ideas on the tragedy of the commons are now even discussed in tech-
nology publications such as Wired (see Highfield 2018).
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In addition, the latest version of the Palgrave Dictionary also contained an 
entry entitled “Tragedy of the Commons”, which related that ‘Hardin’s [1968] 
article is one of the most cited publications of recent times’, although bizarrely, 
W.F. Lloyd is not mentioned in it at all (Ostrom 2008: 360). The fact that 
Lloyd’s rediscovery was nearly a full century after he first published his various 
lectures suggests that he was not particularly influential across the remainder 
of the nineteenth century as a whole.

That was undoubtedly true, but the fact that his ideas about the dangers of 
the overuse of commonly held property have more recently become a key part 
of wider environmental concerns more than makes up for this neglect, and 
this in turn signifies Lloyd’s real and lasting importance. This importance is 
further demonstrated by the fact that Elinor Ostrom was awarded the Nobel 
Prize in Economics in 2009 chiefly for her book entitled Governing the 
Commons: The Evolution of Institutions for Collective Action, which illustrated 
how some particular communities willingly cooperate in order to protect 
resources that are held in common (Ostrom 1991). Ostrom argued that real- 
world situations were often far more complex than either Lloyd or Hardin 
allowed, and that even when governments attempt to regulate or control com-
monly held assets, resource over-depletion can still sometimes occur. One part 
of the solution proposed by Ostrom was to facilitate greater communication 
amongst users so as to assist them in reaching collective solutions by them-
selves while another part was the establishment of clear and effectively enforced 
boundary rules regarding rights and responsibilities (Ostrom 2008: 361–362).

Given that wider environmental concerns about the state of planet Earth 
are now some of the most difficult and pressing problems facing human beings 
in the early twenty-first century, the significance of Lloyd’s initial nineteenth- 
century articulation of the problem of “the tragedy of the commons” in his 
Two Lectures on the Checks to Population of 1833 cannot now be 
overestimated.
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9
Bonamy Price (1807–1888)

Robert J. Bigg

1  Introduction

History has not been kind to Bonamy Price; a detached alien, a genial nonentity, 
holding back the development of mid-to-late-nineteenth-century economics 
in Oxford. He left no great oeuvre, in the manner of Mill or Marshall, but 
rather, like Nassau Senior, collections of lectures and a notable volume of 
articles covering churchmanship, constitutional questions, education and 
political economy, albeit that many were recycled. A man slightly out of his 
time, a classicist and mathematician, more inclined to the former, and a sceptic 
of applying a scientific method to something where he thought enlightened 
common sense should prevail. A prospective reformer of tradition in Oxford 
tuition who, nonetheless, left no great mark on its teaching.1 Yet he was often 
quoted as an authority in the Parliament of his day, and his death was widely 
reported across the English-speaking world.

He was closest to the English Historical School of Economics, but not 
quite congruent. Certainly, he rejected the Ricardian and the scientific/math-
ematical approach of the Marginalists, but he was neither historical nor statis-
tical in his approach. Adam Smith was his constant touchstone. So, whilst to 
some extent he continued in the vein of his predecessor in the Drummond 

1 To be fair, most Oxford reforms since the seventeenth century had come largely from external pressures 
rather than internal movements.
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Chair, Thorold Rogers, his advantage to the electors was his innate conservatism 
compared to Rogers’ growing radicalism. Rogers would, however, be re-
elected to the Chair on Price’s death in 1888.

As the entry on Price in Palgrave’s original Dictionary noted: ‘An econo-
mist, interesting for the independence of his views, and for the spirit with 
which he expounds them. The animating principle of his writings is, that for 
an economist, practical instincts are more needed than speculative ability’ 
(Mozley 1899: 188). A far harsher verdict was given by Coats: ‘Oxford eco-
nomics lacked an effective intellectual leader, for the professor of political 
economy from 1868 to 1888 was Bonamy Price, a genial nonentity who 
denied that economics was a science and asserted that it was merely a practi-
cal, common-sense subject employing rule-of-thumb methods and enunciat-
ing familiar truisms’ (Coats 1967: 714).

In examining the development of the later nineteenth century Oxford 
group of younger economists (Ashley, Cannan, L.L.  Price, et  al.), Kadish 
notes that Bonamy Price ‘seems to have left no noticeable impression … He 
is not mentioned in any of their biographical works as a source of inspiration’ 
(Kadish 1982: 172). Perhaps, asks Kadish, the younger economists had little 
contact with Price, as most Oxford teaching was done through the college 
lecturers, or perhaps in a wide variety of areas their points of disagreement 
were either trivial or of limited interest and relevance. Price himself often bal-
anced both sides of an argument, rarely taking an outspoken position, whilst 
his belief in the underlying unity of interest between the economic classes 
would not have been in conflict with the views of this younger generation. 
Perhaps then he was not worth attacking nor referencing as support. Kadish 
also notes that Price’s main interests of currency and banking did not attract a 
great deal of interest in Oxford.

2  Life

Bonamy Price was born in St Peter Port, Guernsey, on 22 May 1807. From 
the age of 14, he was privately tutored by the Reverend Charles Bradley, the 
curate of High Wycombe.2 In 1825, he went up to Worcester College, Oxford, 
where he gained a Double First in Classics and Mathematics in 1829. One 
examiner later noted: ‘His examination was brilliant’ (the Venerable J. Garbett, 
Testimonial of 19 December 1851 in Anon 1851: 18). During this time, he 
was an occasional pupil of Thomas Arnold at Laleham and formed friendships 

2 Bradley combined parish work with being a personal tutor.
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with the Newman brothers and other members of the Tractarians, although 
he later attacked their Anglo-Catholic position in the Edinburgh Review (see 
Price 1851).

Price was appointed Mathematical Master at Rugby School in 1830 under 
the headship of Arnold and was promoted to a Classical Master in 1832; he 
subsequently took charge of the fifth form. In 1834,3 he married Lydia Rose. 
They were to have five daughters. In 1838, Price succeeded James Prince Lee4 
as master to “the twenty”, the select cadre of fifth formers from whom the 
vacancies in the sixth form were decided by competition. He would remain at 
Rugby until 1850. As a teacher, he was reputed to be stimulating and encour-
aging, but impartial and open to different viewpoints. Certainly, his former 
pupils flocked to provide testimonials when he applied for the Greek Chair at 
Edinburgh University in 1851.5

However, this application was unsuccessful, and Price moved to London 
devoting himself to business and literary work. During this second period of 
his career, he developed an interest in currency and banking, though some-
what at variance with the prevailing views in the City, as noted by Kadish 
(1989). He was also a member of two government commissions—on the 
Scottish Fisheries and the Queen’s Colleges in Ireland.

Price was a warm Liberal, but became a strong constitutionalist insisting on 
the importance of the Lords as a second chamber.6 A vivid thinker, a lively 
talker, he was generally acknowledged as a great school teacher, but neither 
really a scholar nor an academic, despite his own self-estimation in that 
respect. As Kadish comments, ‘he was hardly of the calibre to either change, 
or come to terms with, the institutional constraints imposed on the profes-
soriate. And he certainly lacked the scholarly stature of Rogers’ (Kadish 1989: 
40). Whilst Kadish suggests that Price made efforts to adapt his courses to 
both Oxford’s curriculum and subjects of current popular debate, such as 

3 The Dictionary of National Biography gives 1864 as the year of marriage but this is clearly a typographical 
error from the original edition, especially as the National Portrait Gallery has a photograph dated 1861 
of the whole family as adults.
4 Lee had been appointed headmaster of King Edward’s School, Birmingham, and later would become the 
Bishop of Manchester.
5 ‘The Times, in writing of his power as a teacher, has used the phrase that his influence was rather “elec-
tric” than “magnetic” … For Bonamy Price certainly awakened others to the full sense of their power 
without in any degree subduing them by imparting his own bias. Indeed, the vivacity with which he 
entered into a view differing from his own was one of the most refreshing of his characteristics’ (Anon 
1888: 10). See also the testimonials in Anon (1851).
6 He was still being quoted in the early twentieth century on the role of the House of Lords: ‘I cite the 
authority of Mr. Bonamy Price, a constitutional writer, who during the Irish land law debates was com-
mended to the attention of the House and the country because of the peculiarly detached character of his 
opinions’ (Mr Mitchell-Thomson, MP for Lanarkshire, N.W., Hansard HC Debate, 25 June 1907, vol. 
176, c. 1208).
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bimetallism, he nonetheless concludes that ‘his influence as a teacher had 
been minimal. His manner was considered more suitable for schoolboys than 
for university students … Other factors were the eccentricity of his views and 
his inability to offer any clear insights into the treatment of current problems’ 
(ibid.: 44).

Price favoured the expansion of women’s education, signing some promi-
nent petitions, and in the 1870s at the invitation of the secretary, Catherine 
Winkworth, he lectured in support of the Committee on Higher Education 
for Women. He was made an Honorary LLD by Edinburgh University in 
1881, and in 1883 was elected an Honorary Fellow of Worcester College, 
Oxford. He died on 8 January 1888 after many months of declining health, 
at his London home, 29 Michael’s Grove, Brompton.

3  Early Government Commissions

Price, together with James Heywood and Arthur Stanley, was behind a peti-
tion to Lord Russell, the Prime Minister, in 1848 calling for a Royal 
Commission into the Universities of Oxford and Cambridge. The 
Commission, despite some resistance from within the universities, was formed 
in 1850 and reported in 1852. Price gave evidence to the inquiry in which he 
supported reform that would cut the costs of university education; reduce the 
distinctions between noblemen, gentleman-commoners and ordinary under-
graduates; increase the number of places by allowing the expansion of new 
halls and colleges; improve examinations and integrate professorial teaching 
into the curriculum; and dispense with the requirements of Holy Orders and 
celibacy for the fellowship. His ideas evolved in the following years, moving 
closer to the German model where students were first taught by college lectur-
ers and then by professorial instruction. This would also create a career struc-
ture where university teachers would provide a pool of talent to become the 
next generation of the professoriate, and would thus be encouraged to build 
up their own expertise and research skills (see Kadish 1989: 36–39).

In June 1856, Price was appointed as one of the three Treasury 
Commissioners to examine the application of grants to the Scottish Board of 
Fisheries and the future of the herring brand. Price took pride in claiming 
credit for swaying the Commissioners to retain the branding on Scottish her-
ring barrels which he argued gave an equal chance to the small curers, against 
the advantages of the larger ones, and helped promote the perceived quality of 
the product in export markets. The Protected Designation of Origin of its 
day! The brand was also seen as aiding efficiency and improving storage 
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conditions by minimising the need for the repeated reopening of barrels for 
inspection. The existence of the brand was likely to increase the number of 
German merchants willing to buy Scottish white herring as it reduced their 
risks as to the quality of the supply. On the recommendation of the majority 
of the Commissioners,7 a fee was adopted in 1859.8 Price and St John sug-
gested that the fee would also be an empirical test of the benefits attributed to 
the brand, since the Crown Brand would come at a cost against rivals which 
were free. The Select Committee on the Herring Brand in 1881 concluded 
that this test had indeed been passed.9

In February the following year, reflecting his wider interests in education 
and earlier evidence to the Oxford University Commission (1850–1852), 
Price was appointed to the Royal Commission into the Queen’s Colleges in 
Belfast, Cork and Galway. This reported in 1858, though ill health prevented 
Price from contributing to the final report.

4  Election to the Drummond Chair

The later nineteenth century terms of Oxford’s Drummond Chair of Political 
Economy provided for a five-year maximum tenure with re-election possible 
after the first two. Initially, the electorate was the University Convocation 
consisting of all doctors and masters, whether resident or not; this was later 
replaced by a Board of Electors. Price had first sought election in 1862 but 
had lost out narrowly to Thorold Rogers,10 who held the post from 1863 to 
1868. When Rogers let it be known in 1867 that he would seek re-election, 
Price also stood and a vote was scheduled for 6 February 1868. The campaign 
rapidly became highly politicised (as has been described by de Marchi 1976 
and Rashid 1978). A conservative anti-Rogers faction actively solicited votes 
for Price whilst also distributing press and other accounts of Rogers’ more 
radical political views.

Both men were free traders and supporters of religious toleration and of 
university reform. They were both also sceptical of a scientific rather than a 
historical or common-sense approach to political economy. So, as Rashid 
(1978) points out, the differences were largely ones of degree rather than of 

7 Admiral Sullivan dissented.
8 The original suggestion for a brand fee had come from Sir John Lefevre in 1848.
9 See Report from the Select Committee on Herring Brand (Scotland), 21 June 1881, House of Commons, 
London and Price and St. John (1857).
10 By 161 votes to 150 (see The Times, 6 June 1862: 12).
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kind. Undoubtedly though, Rogers was becoming more politically radical, 
and Price, whilst a Liberal, more innately conservative.

In the early stages of the election, support was fairly evenly divided. 
However, as Rashid demonstrates, Rogers’ public supporters were largely resi-
dent college fellows and, apart from six college chaplains, there was a notable 
absence of clerical support for their fellow clergyman. Price, on the other 
hand, had some 56 clerics in support and none apparently from the college 
fellowships. This could be key as the non-resident electorate of the Convocation 
was dominated by country clergy.

Whilst the election could be seen as divided along resident and non- resident 
lines, this would overlook the considerable resident Oxford faction against 
Rogers; it was these people who had, after all, latched onto Price’s campaign. 
A growing role for political economy in the curriculum would be at the 
expense of classical studies. Rogers had argued against preferment in the 
Oxford system and his view on landlords would be uncomfortable for the col-
leges with large endowments. Whether or not it was Rogers’ offence to the 
Oxford High Church Tories through his toleration of dissenters or his grow-
ing political radicalism (as was also adduced by The Spectator in Price’s obitu-
ary of 188811), Price was the ultimate victor with 620 votes to Rogers’ 193.12 
He was just the safer option, although Price did not escape some criticism, 
and even misrepresentation, over his position on banking and monetary 
issues.13

The fact that political and religious factions had played a part in his election 
is clear from Price’s Inaugural Lecture. He was at great pains to distinguish 
between the recommendations of the science of political economy and the 
moral judgements required of the politicians to make the final decisions. The 
lecture was an impassioned plea not only for the general everyday importance 
of political economy but also for the impartiality of the economist and to let 
others decide the wider issues on moral grounds. The truths of political econ-
omy are the result of the ‘investigation of general laws, and its status is 
professional and subordinate; for these very reasons it admits of dispassionate 
and scientific study. Its reports should be placed on the same level with the 
reports of legal and sanitary commissions’ (Price 1868: 18).

11 Price it was said was ‘as much afraid of revolutionary ideas and new departures taken abruptly in an 
unhistorical spirit, as he was of reactionary or despotic ideas … Thus, from being an ardent reformer 
when reform was urgently needed, he became towards the end of his life not a little alarmed at the facility 
with which the educated classes gave way to abstract principles of the vaguest kind, and it was no doubt 
to this dread of a somewhat raw Radicalism that he owed his election to the Professorship’ (Anon 
1888: 11).
12 See The Times, 7 February 1868: 12.
13 Charles Neate (a former holder of the Drummond Chair), letter to The Times 25 January 1868: 12.
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Political economy is not supreme over man’s destinies on earth. It rules over 
material objects; but man’s existence is something infinitely greater than mate-
rial. To accumulate riches was not the sole nor the chief end of the creation of 
man; and this truth should never be absent from the mind of every political 
economist who values the true honour of his science. On the other hand, to 
upbraid the investigation of the laws which govern the production of wealth as 
irreligious is a simple absurdity, unless it be irreligious to be anything else than 
poor. It is a mere truism to say that the material part of civilisation has high 
importance for man; but if it is a right thing to be industrious…it cannot but 
be right also to search out the methods by which this inevitable function may be 
most successfully performed (ibid.: 19).

Price argued, for example, against the exploitation of child labour, and in 
favour of education, on moral rather than economic grounds:

The moral and social circumstances which accompany any particular form of 
the mechanical production can never, and ought never to, be kept out of sight. 
There are means of generating wealth so destructive of human life, or of all that 
renders it worth possessing, as to deserve immediate reprobation at the hands of 
the inquirer (ibid.: 20).

Nonetheless, he felt that:

The economist must strive not to render social aspects the governing principles 
of his investigation; and the politician and the socialist must labour to prevent 
their special ideas and aims from guiding researches into the working of indus-
trial arrangements. Each is bound to keep his own end primarily in view: the 
economist to inquire into the production of wealth, checking afterwards his 
results by so much of an appeal to social considerations as is inevitable (ibid.: 21).

It was to be this independence of thought that was to become Price’s 
hallmark.

Finally, he complained that the subject, unlike any other, seemed to suffer 
from an inability to learn from its previous development; it seemed fated to 
have the same debates over and over again. In this sense, it was different from 
the progress in the natural sciences: ‘Some of the positions reached by Political 
Economy attain the quality of demonstration: and yet they are denied or 
ignored as readily as if they were the hypothesis of an empiric. They are not 
argued against and refuted … They are simply passed over’ (ibid.: 22).

It is notable that during Price’s lifetime there was no known contender for 
the Drummond Chair even when the appointment system was changed to a 
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Board of Electors after 1881 (see Kadish 1982: 175). He was to be re-elected 
three times in 1873, 1878 and 1883. Nonetheless, there remained those who 
felt that Price could not continue being returned to the position, particularly 
as he grew older. Among these was the influential Benjamin Jowett, Master of 
Balliol.

In 1883, Jowett was urging Alfred Marshall (then at Bristol) to come to 
Oxford where the death of Arnold Toynbee had freed up a Lectureship at 
Balliol. He also held out the prospect of succeeding the ageing Price as 
Drummond Professor. The Marshalls did indeed go to Oxford in the autumn 
of 1883. His classes drew in many men from other colleges and outside of the 
Indian Civil Service Probationers who were the primary audience. However, 
Henry Fawcett died in November 1884, and Marshall was appointed to the 
Cambridge Chair in December.

Jowett wrote on Christmas Day 1884 thanking Marshall but also scouting 
out possible candidates for his replacement, yet again holding out the poten-
tial to succeed Price:

We shall greatly miss you at Oxford: the Undergraduates say to me “Who will 
teach Political Economy to us now?” I have no doubt that there is an excellent 
field for teaching it…partly because it is “in the air” now, & also because it 
enters so largely into various University examinations (Jowett to Marshall, 25 
December 1884, quoted in Whitaker 1975: 27).

Jowett continued: ‘But the lecturer if he succeeds would have a good chance 
of obtaining Price’s chair which must be vacant in 2 or 3 years time, as Price 
is not likely to be reelected’ (ibid.: 28).

In the Michaelmas term of 1884, Price had lectured on a “Summary of 
Political Economy” twice a week, whereas Marshall had given double that 
amount covering “Production, Rent &c” and “Economic Theory”. Thus in 
the following Hilary term of 1885, Price lectured alone on “Money, Banking, 
Socialism, Wages”.

5  The Principles of Currency (1869)

The year after his election Price published six of his lectures as The Principles 
of Currency (1869a). It comprised his Inaugural Lecture with five others. To 
this were added appendices on rates of discount, a letter from Michel Chevalier 
on the treaty of commerce with France and a related paper by Charles 
Gairdner.
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On metallic money, Price argued that money was not sought for its own 
sake but simply for its role as a medium of exchange. Money was as much on 
sale as another good; however, its utility lay solely in its transactional use. So 
‘money hoarded or not used is for the time annihilated as money … [I]t ceases 
to be a portion of the nation’s capital’ (Price 1869a: 45). The underlying real 
value of goods was determined by the relative labour or production costs. In 
turn, the quantity and circulation of money had no real effect. The quantity 
used is the quantity needed; any excess would have to be stored or exported to 
countries with a further use for it. Price’s world was characterised by the veil 
of money: it was goods that bought other goods; money was the convenient 
intermediary that could make no real difference.

The cheques and bills which make up the majority of the business of the 
banks were not money. Thus, bankers deal in and transfer debts. The whole 
business does not affect the quantity of money. Whilst admitting that these 
debts, in terms of cheques, bills and loans could also be described as purchas-
ing power, Price does not see them as real capital or wealth:

A bank possesses no capital beyond the coin in its till and its house with the 
furniture contained in it. Capital is not what a bank deals in or lends: it cannot 
lend what it does not possess. What it has to give is the right and power to buy 
capital … It bestows this power by transferring the right to demand gold 
(ibid.: 76).

Price saw wealth as only what was realised when sold; there was no such 
thing as intangible wealth. Whilst there could be crises of confidence and 
defaults on debt, ‘Mercantile crises never have their origin in a deficiency of 
currency, of coin, and notes of legal tender’ (ibid.: 79). What Price was object-
ing to was the conflation in the press and popular terminology of what were, 
to him at least, two separate things, money and loans of money. At the same 
time, he clearly realised the importance of these wider means of payment: 
‘The rising flood of cheques, as it is a sign of the activity, so also is it the usual 
mark of the profitableness of business; their ebb too surely announces the 
drooping resources of commerce. Great is the note, I admit; but far greater yet 
is the cheque’ (ibid.: 95).

Price’s view was that whoever held such bills, cheques and loans of money 
rather than money itself

has for the time lost wealth; he recovers it only when the bill is paid. For the 
moment he has a piece of paper, and no other wealth than the intrinsic worth of 
that piece of paper, that is, nothing at all. That piece of paper is purchasing 
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power; it can buy, it can procure wealth; but wealth and the power to get wealth 
are two most different things (ibid.: 102).

Banknotes, he went on to argue, were nothing more than a cheque drawn 
by a banker on himself. So what made this money, where cheques were not? 
The difference was in their general circulation, in their use in multiple trans-
actions, unlike a cheque which was used but once before ceasing to exist. In 
turn, that difference was determined by the perceived creditworthiness of the 
issuer. There was limited knowledge of the standing for a personal cheque, but 
the banker is widely known and trusted in his area. What was also important 
was the guarantee of convertibility of banknotes.

In looking at the quantity of banknotes in circulation, Price came to the 
same conclusion as he had for coin:

So many banknotes as the public wants and can use will circulate and no more. 
Neither the bankers, nor Parliament, nor the law, nor the need of borrowers, nor 
any other power, but the wants and convenience of the public, the number and 
amount of the specific payments in which banknotes are used, can determine 
how many convertible banknotes will remain in circulation (ibid.: 110).

Therefore, ‘An expanded or inflated circulation of banknotes is an absur-
dity, nothing better than pure nonsense’ (ibid.). Currency is not the regulator, 
but simply a humble instrument of trade. So in these terms the contemporary 
debate over free banking was largely irrelevant, except in terms of confidence 
in the note issue, which would make convertible notes always superior to an 
inconvertible currency.

Price fully realised, however, that loans are rarely made in actual currency: 
‘Most advances are given by a line placed in a ledger to the credit of the bor-
rower, who then draws out by degrees this power of buying and paying’ (ibid.: 
116). Furthermore:

The City is but one great accountant’s office. Its merchants, its bankers…are 
only clerks employed in the distribution of wealth … The wealth and capital of 
England are not in the merchants’ offices or bankers’ ledgers; not in bills and 
balances; they are spread over the whole land: they are England itself, and all 
that it contains (ibid.: 121–122).

Turning to his discussion on Mill, Price rejected the quantity theory that 
Mill outlined. Yes, it was true there was a total supply of money, and that there 
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was a total amount of goods for sale and a volume of transactions made in 
money. But Price totally opposed the conjecture that this latter element con-
stituted the demand for money. The purchases could be made in a wide vari-
ety of ways, for example, bills or forward promises, many of which involved 
no actual quantity of money. The

true demand for money, as for every other commodity which men desire to 
purchase, consists in those requirements for money in which money is actually 
used … The actual quantity of the goods sold, the size and importance of the 
trade, have no direct and necessary connection with the use of money (ibid.: 165).

On the other hand, he welcomed Mill’s conclusions on the effect of an 
expansion of credit on prices. For Price, it was not the circulation of banknotes 
nor cheques and bills that matter but credit and the wider concept of “buy-
ing”. ‘What raises prices universally is buying … [T]he greater the buy-
ing…the stronger will be the tendency of the articles in demand to rise in 
price’ (ibid.: 168).

Price was opposed to bimetallism as it set a false fixed conversion rate 
between silver and gold, whereupon Gresham’s Law would operate (see Price 
1881a, 1882, and the material reproduced in Gibbs and Grenfell 1886). He 
approved, in principle, of Clarmont Daniell’s plan, published in 1879,14 to 
extend the legal tender status of silver coin, as subsidiary to gold, but at a 
properly regulated metals market-based conversion rate. This would make an 
expansion of metallic coinage possible to meet the demands of a growing 
world population without an undue rise in the price of gold (see Price 
1882: 575).

In a letter to Henry Grenfell, a leading member of the Bimetallic League 
and a Governor of the Bank of England, Price wrote:

An artificial ratio of value between two metals in the coinage is perfectly possi-
ble, and may easily be, and is, involved in the present bimetallist proposal; but 
the power of purchasing commodities lies quite in another region, namely, in 
the worth of the coined metals as commodities. I have no fear: the actual propo-
sition of bimetallism is irrational (Price to Grenfell, 5 October 1882, in Grenfell 
and Price 1886: 300).

In addition:

14 Daniell, a monometallist, joined the Bengal Civil Service in 1855. In his later years, he published a 
number of works on Indian currency and economic issues (see, for example, Daniell 1879).

9 Bonamy Price (1807–1888) 



218

I did say, and do say, that the value of money is determined by the cost of pro-
duction of the metal, like the value of a loaf of bread is determined by what it 
costs to produce. And I say further, that at particular times, the state of supply 
and demand will alter the value of the metal in exchanging, precisely as the 
character of the seasons may largely affect the price of wheat in a particular year 
(Price to Grenfell, 12 November 1882, in ibid.: 323).

6  Is Economics a Science?

From the initial doubts expressed about the progress of political economy in 
his Inaugural Lecture, Price became increasingly sceptical of a scientific 
approach to economics through the 1870s. Most notable was his Presidential 
Address to the Department of Economy and Trade of the National Association 
for the Promotion of Social Science in Cheltenham in October 1878. He 
warned of a current crisis in economic thought and teaching. Despite the 
previous gains of free trade, Price warned that ‘The mercantile theory still 
survives with great vitality in the language of the city and of commercial 
exchanges’ (Price 1878a: 638). Traders failed to understand the nature of 
money, favourable exchanges were still seen as the best indicator of a prosper-
ous trade, and protectionist calls grew in the face of depression. Where in all 
this, he asked, were the political economists? One factor was a failure to 
explain the problems in terms that the people of the market and workshop 
could understand: political economy was inherently polemical. The other was 
‘the grave mistake made by economists in attempting to give a scientific form 
to [their] teaching’ (ibid.: 641), and ‘The language in which this scientific 
teaching was couched was as remote from common life as that of the mathe-
matician’ (ibid.: 642).

Price’s 1878 collection of lectures used the term “Practical Political 
Economy”, which was ‘intended to indicate a mode of treatment which not 
only does not claim to be scientific, but which supposes the strictly scientific 
method to be a mistake’ (Price 1878b: 1). Political economy, therefore, was 
something of everyday life, open to common sense, simply a means of explain-
ing complexities and exposing error. Attempting to do this in mathematical 
terms such as proposed by Ricardo, Mill and others was to move away from 
the essence of what Adam Smith had started. Price pointed out that it was a 
self-evident truth that if more goods are made than wanted, their price must 
fall or not be sold at all: ‘There is little else in the economical discussions of 
supply and demand but expansions and applications of these very obvious 
and instinctively observed facts. To call them scientific principles is nothing 
but inflated language’ (ibid.: 15) and:
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The truths proclaimed by Political Economy are ultimately truisms—processes 
which have always been known to all the world; and when Political Economy has 
explained them, the hearer is rightly apt to exclaim, that everyone knew that 
before. It is an excellent test of real economical teaching that it should land the 
pupil in the perception that it is made up of familiar truisms. A right understand-
ing of them is worth all that scientific treatises have ever constructed (ibid.: 16).

Not scientific laws, then, but simply rules in an art that seeks to explain what 
is wealth, in terms that anyone would understand, which did not therefore need 
the precision of a science. Political economy, for Price, is an ‘Inquiry into some 
general processes in the production and distribution of wealth’ (ibid.: 19). As 
such, Ricardo’s false path should be abandoned to return to the Smithian 
method of The Wealth of Nations. Price uses very much the same set of argu-
ments in his 1879 article for a US audience, stating: ‘Whatever else Political 
Economy may be, most assuredly it is not the science of value’ (Price 1879a: 573).

7  Chapters on Practical Political 
Economy (1878)

A much larger collection of lecture material was published in 1878 as Chapters 
on Practical Political Economy (Price 1878b), running to a second edition in 
1882. This covered political economy as a science, value, exchange, capital, 
profit, wages, trade unions, free trade and rent as well as the earlier subjects of 
currency and banking.

With respect to value, Price notes that ‘it lies in utility and in feeling (or 
want), the market value in terms of money is then the consequence of these 
influences: the relative interplay of wants and satisfactions between the two 
parties of a transaction’ (ibid.: 47). Value is not an actual attribute or property 
of the good itself. Whilst values are commonly expressed in money terms, that 
is simply the result of a comparison to a common yardstick. How should 
value be measured independently? For this, once again, Price turns to Smith 
and examines the idea of a labour value, the amount of time someone would 
work to obtain any given item. But Price suggests that seeking any universal 
measure of value ‘is a dream; it has no existence’ (ibid.: 58). He suggests that 
the existence of rent (the excess of market price over costs of production 
including profit)15 is sufficient to refute the labour-based doctrine. In the end, 
it is feeling that determines values but cannot ever measure them.16

15 See also the chapter on rent in Price (1878b).
16 Ibid.: 61.
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Nonetheless, in his letters and articles, Price continually returns to the con-
cept that values are determined by the costs of production including profit: 
‘[T]he value of a loaf of bread is determined by what it costs to produce’ (Price 
in Grenfell and Price 1886: 323). Supply and demand factors may create tem-
porary divergences, but in the longer run average values will reflect this fun-
damental principle, or else producers would simply cease making that 
particular good.17

Price does not reject the idea of competitive markets in determining prices, 
but argues that they are not sufficient to explain all the observable behaviour 
and variance in retail prices between different sellers at the same point in time: 
‘The grand idea of constructing a science of Political Economy on a law of 
human nature, that men will steadily pursue what most promotes their inter-
est through the agency of competition, rests on a foundation of sand’ (Price 
1878b: 74). ‘Economic teaching can give tendencies only’ (ibid.: 75). Indeed, 
Price goes as far as rejecting the principles of competitive behaviour:

Men, in buying and selling, are not uniformly governed by the desire of making 
as large a gain, or saving as much money as possible, however much this prin-
ciple is fondly laid down by Economists, as the foundation of their science. 
There are indestructible elements in human nature which come into play here 
as disturbing forces. Men will not uniformly buy in the cheapest though they 
generally strive most vigorously to sell in the dearest market (ibid.: 73–74).

Price suggests additional factors which help determine supply and demand, 
such as loyalty to a trader and the dislike of cheapness. The two countervailing 
forces are the desire and ability to buy or sell at a given price. Moreover, the 
desire to sell can take a crucial role, with the farmer deciding to take his stock 
home to sell another day. The basis of Price’s whole model is that ultimately it 
is goods that are exchanged for other goods: ‘[P]urchasing power resides in the 
supply of goods’ (ibid.: 90); even rents are just the share of the goods pro-
duced on the landowner’s farms. Thus ‘aggregate demand of any country is 
the quantity of goods it has to offer in exchange for others’ (ibid.). If, however, 
a country produces more than it consumes, then there is saving and an increase 
in wealth. With this one exception, any increased spending in one area, 
whether current or capital, must reduce spending in another. From this, Price 
derives the idea that, for example, additional railway capital investment, not 
matched by saving, would have to be financed out of other capital or wealth, 
thus reducing overall demand. This is the essence of his over-consumption 

17 As, for example, outlined in some of Price’s 1882 correspondence on bimetallism (see Grenfell and 
Price 1886: 324).
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theory, that even spending on railway construction could consume wealth if 
it was in excess of the level of savings that the country was willing to make.

In his Contemporary Review article of 1876, Price briefly spells out his argu-
ment in the form of a simple one-good, agricultural corn economy, with no 
stocks (see Price 1876a: 787). In such a case, deciding to over-consume this 
year’s corn would lead to too little being set aside as saving for planting and 
wages in the following year, which would then lead to a reduction in subse-
quent output and future growth. If we were then to allow for stocks, the over- 
consumption, assuming an unchanged level of investment, reduces the 
existing stock of corn, which can thus be seen as consuming out of wealth. An 
increased level of investment to meet the higher consumption demand would 
then further erode the existing corn stock/wealth.

There can be no multiplier effect in a simple corn economy as output is 
fixed by the previous year’s investment in planting the seed corn and the 
weather; that would come solely from increased saving generating increased 
investment:

A young nobleman is said to have ordered twenty waistcoats, for which he had 
no use, under the belief that he was doing good to trade. It did not occur to him 
that if he had saved what they cost and lent it to a producer, there would have 
been the same immediate good to trade and as much profit; but there would 
also have been ever afterwards, an additional income of wealth for employing 
labourers and buying at shops (Price 1878b: 128–129).

Capital is wealth used for producing further wealth. It is thus used up and 
destroyed, over varying periods of time, but in doing so it produces new 
wealth. This distinguishes it from consumption which produces nothing new, 
just gratification. Land is clearly capital therefore. Labour is also logically cap-
ital, though the labourer is not a capitalist (see ibid.: 107) and Price decides in 
the end that, for all practical purposes, labour is neither capital nor not- capital! 
The use of goods could be either, so corn that was milled was consumed whilst 
corn that was replanted was capital. Thus, Price distinguished between two 
sorts of consumption, productive and non-productive. He also distinguished 
between types of saving; hoarding was not true saving which was the applica-
tion of wealth to increase production. On this basis, the building of great 
houses or ornamental gardens was just hoarding, not productive.

Similarly with capital goods, wealth is consumed, or at least tied up and 
made unavailable, in the initial construction of fixed assets. Its value then 
comes from the part that is used up in each period that contributes to the 
production of new goods for exchange, which can be measured in terms of 
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depreciation, interest costs, maintenance and repairs. Capital formation thus 
becomes a two-edged sword. To be productive, savings must be so invested,18 
but the over-production of capital goods has the effect of consuming wealth 
with no return and thus can create a depression. Over-construction takes 
goods out of the economy and, as a result, there are fewer things to exchange, 
less trade and less profit:

This excess of creation of fixed capital—of capital, be it remembered, which is 
destroyed, and is not, for a long time, practically restored by wealth available for 
use commonly follows a season of exceptional prosperity. Men are then hopeful, 
profits are good and abound, extension of business fascinates, trade is active, 
and demand for goods ever on the rise. At such times, as happened a few years 
ago, in the iron and coal trades, new works are commenced in profusion. All 
this while the consumption of the national wealth proceeds rapidly in maintain-
ing many labourers and in the development of luxurious consumption in the 
fine weather of large profits; and it is followed by the consequences just described. 
Amongst these offenders none are so mischievous as railways; promoters, desir-
ers of premium, stock-brokers, and many others, eagerly excite one another. The 
railway works are begun, and often the revulsion overtakes them before they are 
completed: the nation is stricken with poverty by their construction (Price 
1878b: 119).

Profit is the reward for the creation of and for the employment of capital. 
By giving up some luxury now the capitalist is rewarded by a future higher 
income. Price stresses that this reflects real things produced, not just money: 
‘A portion of the cotton spun and sold is the true profit’ (ibid.: 130), but Price 
rejects the idea from Mill that profit is in any part an indemnity or reward for 
risk, which could be seen as an insurance cost, and the capitalist’s own time 
and labour, which he would count as wages as if a manager had been hired in 
the capitalist’s place. He reached the conclusion that true profit consists ‘in 
the clear surplus gain which the employment of capital creates … [T]here is a 
remainder, something over and above compensation for every charge…and 
because there is such a balance…labourers are able to make assaults on profits 
to the benefit of wages’ (ibid.: 133). There is useful insight here by Price, only 
slightly obscured by a rather pedantic interpretation of the term profit, just as 
he was very narrow in his definition of what was and was not money above. 

18 In 1876, Price asked: ‘But what are savings? The surplus of wealth made over wealth consumed. If it is 
turned into capital and applied to increased production, the nation becomes richer; if it is expended on 
any luxury or any folly, the nation is where it was. But if the outlay, however wise and ultimately profit-
able, once passes the limit of saving, harm instantly begins. There arises a loss of wealth which is taken 
from capital; the means of producing are diminished; fewer goods are made’ (Price 1876a: 788).
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He does not deny a reward for risk taking, for example, but just does not 
count it to be a part of profit, in the same way that he does not deny an 
important role for an expansion of credit, but does not define it as a change 
in the quantity of money.

Price defended the role of traders: even though they create no new goods, 
they provide a service at a risk which deserves a margin in return: ‘By antici-
pating demand, and so acting on prices, he [the trader] brings a force of great 
power into play. He checks consumption; he gives practical warning of the 
deficiency and its consequences; he diminishes waste and extravagance, and 
thereby enables the stock in store to hold out longer’ (ibid.: 141–143).

Interest rates appear to play no part in the savings and investment discus-
sion. They relate to the supply of the service of lending, together with a risk 
premium. Once again, Price turns to the relative feelings of the borrower and 
lender to explain the wide variety of rates and their fluctuations:

The character of the demander, the opinion framed of the certainty of the 
exchange being completed by the payment of the interest, and the repayment of 
the debt, are most governing factors in fixing the rate of interest. It is mind 
which estimates and judges and gives its form to the feeling called value; it is this 
feeling which rules that one loan must pay 5%, another granted at the same 
time 50 (ibid.: 150).

On wages, Price also emphasised the market, and the forces of supply and 
demand, but he saw the outcome of this in real terms: ‘The substantial reward 
for his [the worker’s] efforts is the goods he buys with his wages; it was to 
procure these goods that he sold his labour. It is a vital matter to grasp firmly 
that the worth of wages is not money, but what the wages can buy’ (ibid.: 
182). These wages are, however, paid out of capital, not from current produc-
tion, that is to say from the goods previously set aside, exactly as they would 
be in the corn economy:

The cost of production is first provided out of the consumption of pre-existing 
capital. But there is, on the other hand, a real and essential connection between 
what industry at work produces and wages. The employer must recover from 
new wealth made what he had destroyed in keeping up the labour or he will give 
up the business … In this sense wages clearly depend on the future results of 
industry (ibid.: 199).

Thus, Price managed to move beyond the wages fund doctrine. Indeed, he 
explicitly rejected the idea of
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fighting over the division of the common fund … [W]hat one set wins the 
other loses … [O]ne fatal fallacy pervades this doctrine. Mr Mill, and before 
him Ricardo, did not know that profit was a remainder—what is left after all 
the charges have been paid. He did not see that wages is one of these 
charges … [T]he capitalist bargains for labour as he bargains for everything 
else (ibid.: 136–137).

Nonetheless, Price had some very Malthusian concerns about the growth of 
population and thus the supply of labour. Such an excess of supply of labour 
could not be simply made to disappear as was the case in the oversupply of 
goods. An excess supply of labour would have to be fed and clothed from total 
output, thereby lowering the average standard of living (see ibid.: 222). 
Decisions about marriage and childbearing were taken in the light of past 
economic conditions, so a few years of prosperous trade would increase the 
marriage rate, especially among the poorer classes. Price believed that as living 
standards rose, the birth rate would eventually fall, whilst emigration could 
also improve the balance of supply and demand more immediately, as was the 
case in Ireland following the potato famine (see ibid.: 226).

Price was, unsurprisingly, no supporter of restraints from either trade 
unions or employers, which he saw as introducing an unwanted element of 
antagonism into the labour market. He saw the natural working of the market 
as a mutual cooperation of interests for, ‘The consumers are the source from 
which flow all the reward, the profits and the wages; the cheaper the goods, 
the more of them will be bought’ (ibid.: 233). Given that labourers make up 
the largest part of consumers, it follows that efficient labour and higher pro-
duction also benefit them the most. So, restrictive practices and artificially 
inflated wages, costs and prices are bad policies, whereas a fair employer 
rewarding increased productivity out of his higher production can only ben-
efit everyone. The source of this is the increase in production and thereby 
wealth: ‘And it must not be forgotten that, as an almost universal rule, indus-
trial fortunes are not made out of a high rate of profit, but out of moderate 
profits earned by large operations’ (ibid.: 236). What he set his hope on was 
enlightened mutual interest. However, Price acknowledged an important 
social and moral role for trade unions to improve working conditions, for 
example, safety, excessive hours, exploitation of female and child labour, and 
greater education. He noted that political economy taught quite correctly that 
such restraints would diminish wealth, but that would be to ignore the moral 
dimension, since equally he held that political economy ‘does not teach that 
wealth must be acquired at all costs … It nowhere denies that there are things 
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better than wealth, and that wealth ought to be sacrificed to obtain more 
worthy ends, or to avert evils for which wealth can give no atonement’ 
(ibid.: 245).

On balance, therefore, unionisation could be a potential benefit to the 
economy, if it avoided antagonism; then it could ease discussions about par-
ticular working conditions, such as the fair rate of wages. But, in going too far 
beyond this role, unions could be detrimental if they called for equal treat-
ment and pay regardless of ability, and other similarly restrictive practices. 
Money illusion prevented the unions from understanding that lower prices 
could encourage higher production, and that the increased quantity of goods 
made the stock of wealth greater for the whole population.

Turning to trade, Price reaffirmed his absolute commitment to free trade: 
‘Free trade is the one subject in Political Economy which is susceptible of 
complete demonstration’ (ibid.: 299). Nonetheless, despite the clear argu-
ment for free trade having been won from Adam Smith onwards, Price laments 
that due to ‘renewed vigour and progress of protection in the practical world’, 
it is necessary to argue in its favour again from first principles since, ‘Protection 
seems to be indestructible—a weed that no intellectual or social culture can 
root up—a principle that is a part of human nature itself ’ (ibid.: 300).

Price first disassociates the term “free trade” from the idea of a lack of gov-
ernmental regulation of trade, and even from the idea of abolishing customs 
duties in general (which he associates instead with an argument over indirect 
taxation). Instead, he concentrates on the idea that free trade is the opposite 
of protection, and that:

Protection affirms the policy of differences of duties on the same goods. It 
inquires into the geographical and national origin of these goods … Free 
Trade is the direct contradictory of this principle. It asks no question as to 
where the foods were made; the same goods must be treated all alike—is its 
doctrine (ibid.: 302).

Price again argued from his premise of money neutrality that all trade is 
ultimately the exchange of goods produced. There is simply substitution of 
production between industries and countries: ‘Under Free Trade, foreign 
countries give in every case as much employment to English workmen and 
capitalists as if nothing had been brought abroad. English goods of the same 
value must be purchased by the foreigner, or the trade comes to an end’ (ibid.: 
307). His second argument was that of the division of labour and comparative 
advantage: ‘Put countries in the place of individual men … Each country, by 
taking a single commodity for its work to perform, makes it better and more 
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cheaply, by the very fact that it concentrates its energy and directs its skill on 
one single operation’ (ibid.: 308). Price makes no separate distinction between 
domestic trade conducted by different towns and international trade. 
Protection, on the other hand, reduces the consumer surplus and distorts 
markets through the intervention of the State (his term ‘nursery government’ 
has quite a modern ring): ‘Protection takes from others what belongs to them, 
and takes it by force, by the force of law’ (ibid.: 319). We have then, ulti-
mately, Say’s Law:

Trade is merely an exchange of goods, and it is practically unlimited if there are 
more goods to be exchanged on both sides. What is true of the labourer is 
equally true of the capitalist … The limit to the employment of capital consists 
in the physical difficulty of obtaining returns for its use. Capital may be applied 
to a field in such quantity that at last the field yields no return for it that can 
compensate for the effort of saving capital; but the world has many ages yet to 
run ere capital encounters the insuperable limit to its further accumulation 
(ibid.: 322).

8  Teaching in Oxford

From 1870, Oxford started to publish a regular Oxford University Gazette of 
official proceedings, examination results, professorial lectures and other 
notices. By the early 1880s, this included a wider lecture list for each term. It 
thus became much easier to trace the timeline of the courses being given, 
beyond the content reproduced in Price’s published collections.

In the three years prior to his re-election to the Drummond Chair in 1873, 
Price lectured twice weekly every term, excepting the Hilary term of 1873 
when the election was held in February. Following his unopposed re-election, 
the same pattern continues, excepting that the Michaelmas term lectures on 
Adam Smith were cancelled at the last minute19 and he gave no lectures again 
in the Easter term of 1876.

The year 1878 was again an election year for the Drummond and so there 
were no lectures in Hilary term. However, from 1879, Price gives no lectures 
at all in the Easter term, thus teaching only in the first two terms of each aca-
demic year. In 1882–1883, he only lectured in the first term, giving no lec-
tures in either of the Hilary or Easter terms. The lecture lists show that more 
teaching was gradually being done by college lecturers.

19 See Oxford University Gazette, 16 October 1874: 263.
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In the Easter term of 1883, W.A.B. Coolidge was giving a course on 
“Political Economy, with illustrations from English History” at Magdalen. 
Then, from the Michaelmas term of the new academic year, Alfred Marshall 
gave two sets of lectures at Balliol on a variety of topics including “Production 
and Value”, “Foreign Trade”, “Wages and Profits” and “Adam Smith”. After 
Marshall had returned to Cambridge, additional lectures where again given 
by Coolidge, as well as John Neville Keynes and W.J. Ashley in 1885. By 
1886, W.A. Spooner, C.R.L. Fletcher and P.F. Willert also contributed, to be 
joined by L.R. Phelps in 1887 who would take over Price’s lectures during and 
after his final illness. Thorold Rogers also makes a return to lecture on the 
“Economical Interpretation of History in England” from the Easter term 
of 1887.

Prince Leopold, Duke of Albany, frequently attended Price’s lectures dur-
ing the early 1870s, and Price’s main collection of lectures in 1878 was dedi-
cated to him. Nonetheless, in retrospect, it seems hard to justify The Spectator’s 
obituary claim that, ‘At Oxford, Bonamy Price’s loss will be, and, indeed, has 
already been, severely felt’ (Anon 1888: 11).

9  Later Royal Commissions

Following the bad weather of 1879 and the urging of Henry Chaplin MP, the 
government established the Royal Commission on the Depressed State of the 
Agricultural Interest (1879–1882). Besides the President, the Duke of 
Richmond, the Commission comprised the Duke of Buccleugh, Earl Spencer, 
Lord Vernon, seven MPs, the political economists Sir William Stephenson 
and Professor Bonamy Price, farming interests, two Irish representatives and 
two from Scotland.

A preliminary report of 1881 concentrated on Ireland where there was ‘the 
most conspicuous difference between the relations of landlord and tenant’ 
(Royal Commission on Agriculture 1881: 5). The report found that the effect 
of the agricultural depression had been made worse by a lack of manufactur-
ing industries and alternative sources of employment. In particular, the impact 
had been the greatest for smaller farmers. The reasons for the depression lay in 
the poor weather leading to the failure of the potato crop; foreign competi-
tion; an undue inflation of credit due partly to the increased security afforded 
by the 1870 Land Act; and excessive competition for land, leading to rent 
increases, higher payments for tenant-right, overcrowding and the minute 
subdivision of farms. One obvious solution was some managed process of 
migration and emigration, but also a programme of public works and, the 
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most contentious issue, an examination of the land tenure system, where it 
was felt that some legislation would be useful to protect tenants from arbitrary 
rent increases. The Commissioners had heard much evidence on the so-called 
Three Fs: fixity of tenure, free sale and fair rents, but found mainly that their 
implementation would be an injustice to landlords.

For his part, Price wrote a dissenting memorandum to the report on the 
suggestion of additional legislation for rents. He argued that the 1870 Land 
Act already gave protection against arbitrary rent increases as these could only 
be enforced by eviction which could then be challenged in court as capricious. 
The suggestion of legislative interference with rental valuations was

a direct violation of the fundamental principle of all soundly constituted indus-
try, freedom of contract; and soundly constituted industry is the root of national 
prosperity. The State might as well dictate what the price of corn, or coals, or 
cloth shall be. Such an idea would be held to be irrational; why is it less irratio-
nal in the business of farming? (ibid.: 10).

He then addressed each of the Three Fs.
Fixity of tenure, Price observed, would effectively deprive landowners of 

their property without compensation, turning them, in effect, into a mort-
gagee, as nominal absentee landlords. Furthermore, owners would be discour-
aged from making any improvements to their estates, further reducing the 
injection of capital and ‘intelligent agriculture’ that Ireland needed. It would 
also perpetuate the number of small-holdings and subdivided farms that 
engendered poor farming practices.

Price found free sale to be a curious concept as the only thing that a tenant 
had to sell was improvements to the land and ‘goodwill’. This goodwill, as 
something over and above the value of any improvements, Price described as 
a ‘myth’ (ibid.: 11). He pointed out there is no security that the purchasing 
tenant would know how to farm, whilst the cost of purchasing a tenancy 
reduced the capital available to invest by any incoming farmer. Finally, as with 
the first F, free sale ‘perpetuates the land miseries of Ireland as they actually 
exist—the starvation holdings, the bad farming, the wretched dwellings, the 
living on the verge of starvation’ (ibid.).

Finally, on fair rents, Price argued that no government machinery could 
ever justly value rents. Nor should rents be based on affordability:

What a particular tenant can pay is no rule for determining the fair rent—the 
rent which, if he understood his business, he ought to and would be able to 
pay … [T]his determination of fair rent other than by free contract—strikes at 
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the root of all improvement in the agriculture of Ireland. It takes as its standard 
the ignorance, the indolence, the apathy, the want of capital, of the unhappy 
tenant, who is protected in his want of industry by the adjustment of the rent 
to his state and habits (ibid.).

The Three Fs were thus fundamentally flawed and ultimately counter- 
productive. Whilst there had been some great abuses in raising rents by some 
landlords, the solution lay in education and cooperation, not in ‘a legal inter-
ference with business, which is unnatural and mischievous’ (ibid.).

By February 1881, Price’s comments had been republished as a separate 
pamphlet by the Irish Land Committee (a patrician landowners’ organisation) 
with an explanatory preface, including other opposition to the Three Fs (see 
Price 1881b).

By contrast, Prime Minister William Gladstone in his speech to Parliament 
supporting the first reading of the Land Law (Ireland) Bill in 1881, ridiculed, 
somewhat unfairly, Price’s opposition and famously remarked:

Mr. Bonamy Price, is the only man—and to his credit be it spoken—who has 
had the resolution to apply, in all their unmitigated authority, the principles of 
abstract political economy to the people and circumstances of Ireland exactly as 
if he had been proposing to legislate for the inhabitants of Saturn or Jupiter.20

The Commission’s final report, the following year, found that whilst all 
areas of the country had been affected by economic downturn, there were 
considerable regional variations. The Commissioners also found that depres-
sion was not limited to the UK, but had been international. As to the causes, 
the report concluded that the immediate problem was bad weather (too little 
sun and too much rain); yields and quality of output were thus lower. After 
the weather, there was the impact of new competition from abroad that meant 
prices no longer rose when a bad harvest reduced domestic production. 
Among the complaints discussed were rates, rents, tenant rights and the effects 
of security on investment. The Commission called for the establishment of a 
single government department and minister with responsibility for agricul-
ture. Subsequently, Henry Chaplin became the first President of the Board of 
Agriculture in 1889.

Price served on another of the inquiries engendered by the Long Depression 
of 1873–1896. The Royal Commission on the Depression in Trade and 
Industry was set up by the minority Conservative government of Lord 

20 Hansard HC Debate, 7 April 1881, vol. 260, c. 895.
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Salisbury in August 1885 and completed its work in December 1886. The 
Commission was seen as a move to ameliorate the pressure on the Conservatives 
of the “fair traders” against the prevailing “free trade” orthodoxy.

There were many pages of dissenting views to the final report. Price’s was 
short and to the point21:

I beg to express my dissent from paragraph 82. It contains a specific repudiation 
of the great doctrine of free trade. Shorter hours of labour do not, and cannot, 
compensate to a nation for increased cost of production or diminished output. 
They tax the community with dearer goods in order to confer special advantages 
on the working man. They protect him, and that is a direct repudiation of free 
trade. The country is sentenced to dearer and fewer goods (Royal Commission 
Appointed to Inquire into the Depression of Trade and Industry 1886: xlii).

This is the same argument on free trade that Price had made earlier which 
had been referenced in Parliament in 1877 during a debate on the cot-
ton trade:

[B]ut what said Professor Bonamy Price in a pamphlet which he wrote a short 
time ago? Talking of Protectionists, he said—What is it they seek to accomplish? 
Nothing less than to raise a charity tax on the whole people for the benefit of 
those employed in a few particular trades. Protection, under the plausible dis-
guises of not throwing poor people out of work…sends round a begging cap to 
all buyers of goods to make charitable contributions to particular individuals.22

On the causes of depression itself, Price had declared himself an over- 
consumptionist both in his Principles and in an 1879 article (Price 1879a). 
Over-consumption caused a shortfall in savings and net consumption rather 
than the creation of wealth. If capital spending continued in excess of savings, 
it destroyed net wealth; like digging holes and filling them in again, it pro-
duced nothing physically extra in the world. Put another way, Price proposed 
a theory of over-investment, and his railway boom example has exactly that 
flavour (save for the effect on interest rates). The excessive investment boom 
leads to the subsequent depression. But it is not so much the stopping of the 
investment projects and the subsequent fall off in other orders that he sees as 
the cause of depression, but rather the destruction of net wealth; the boom 
fails to produce real things in some lasting sense.

21 Price was objecting to the argument in the report that the Commission did not want to see a loss of 
leisure enjoyed by workers as a result of demands for longer working hours to combat foreign 
competition.
22 Hansard HC Debate, 10 July 1877, vol. 235, c. 1105.
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10  Conclusion

Irving Fisher noted that Bonamy Price made the same mistake as Tooke and 
Jevons in confusing real and nominal rates of interest and overlooked the fact 
that interest, unlike prices, is not an instantaneous but rather a time-based 
phenomenon (see Fisher 1896: 69–70). Likewise Price did not grasp the con-
cepts of a bank credit multiplier or the better liquidity of a paper loan note; 
he just saw bits of paper that changed nothing. His sometimes needless, 
pedantic nature could often miss the wider point.

On the determination of prices, he reached the same conclusion as the 
marginalists but by a different route. If prices do not reflect average costs of 
production plus profit then producers will reduce their output. However, 
Price’s approach lacked the power to show how the levels of profit and output 
could then be determined. There was little, if anything, gained from his intro-
duction of the other factors that play a part in economic decisions as he then 
left them too vague and ill-defined.

From a modern perspective, Price came intriguingly close to various insights 
on human capital and behavioural economics only to then veer steadfastly 
away from them. Much, if not all, of this derives from his reading of Smith.23 
There are germs of promise in an over-consumption theory that could lead to 
an overshooting of production beyond realised demand as a factor leading to 
a cyclical downturn, but that is abandoned for an eccentric view of excess 
capital formation consuming wealth. Price’s approach to money and purchas-
ing power enabled him to reject the quantity theory, but he failed then to 
build on his own insights. Price’s use of common sense did not help develop 
economics. His was a framework for explanation, review and teaching, but 
not necessarily one for investigation, exploration and the advancement of 
knowledge. It is hard to escape the conclusion of the Dictionary of National 
Biography, that, whilst naturally a teacher, Price added nothing to the progress 
of economics itself (see Hewins and Curthoys 2004).

Although the original writer went on to dismiss the argument, one testimo-
nial from 1851 raised the point ‘that even the highest success as a schoolmas-
ter is no guarantee for like success as a Professor’ (Shairp in Anon 1851: 8). 
Perhaps then, Price’s greatest lasting achievements lay in those early years 
where ‘he shewed himself at Rugby one of the most successful teachers in 
England’ (Tait in ibid.: 1).

23 See, for example, the discussion of Smith’s thought in Norman (2018).
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10
Thorold Rogers (1823–1890)

Robert A. Cord

1  Introduction

James Edwin Thorold Rogers, known as Thorold Rogers, was a member of the 
English Historical School of Economics, historian and politician who was 
closely associated with Oxford, first as an undergraduate and then as the 
holder on two separate occasions of the prestigious Drummond Professorship 
of Political Economy. His most important work was the multi-volume A 
History of Agriculture and Prices in England (hereafter A History), which 
appeared between 1866 and 1902. Rogers’ reputation rests on the painstaking 
research carried out over many decades contained in these volumes. Despite 
the achievement represented by A History, Rogers did not attain the recogni-
tion he may have perhaps deserved in his lifetime or subsequently. Various 
reasons can be identified which help to explain why this was the case, among 
them Rogers’ fiery character, his tendency of belittling the work of other econ-
omists, and his failure to make any significant contributions to economic 
theory. Section 2 of this chapter outlines Rogers’ life and career. Section 3 
provides an account of A History and, as part of this, Rogers’ theory of rent. 
Section 4 looks at some other aspects of Rogers’ work as an economist and his 
often-hostile views on the workings of Oxford University. Section 5 concludes.
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2 Life and Career

Thorold Rogers was born on 23 March 1823 in the village of West Meon in 
Hampshire, England. He was the eleventh son of the surgeon, George Vining 
Rogers, and his wife, Mary Blyth Rogers.1 Rogers proudly claimed a 
Northumbrian heritage, although his schooling took place in Southampton 
on the south coast of England, followed by King’s College, London, and 
matriculation at the age of nineteen at Magdalen Hall (now Hertford College) 
at the University of Oxford in March 1843. Rogers secured a First Class BA 
in Literae Humaniores (Classics) in 1846 and an MA in 1849. Indeed, before 
he became an economist, Rogers’ academic standing was founded on his rep-
utation as a classicist, even if his academic record was not strong enough to 
secure a college fellowship.2

Rogers’ brother John had married Emma Cobden. She was the sister of the 
Liberal statesman and campaigner for free trade, Richard Cobden, who 
became one of Rogers’ great heroes, possibly his only one. Although Cobden 
was nearly twenty years older than Rogers, the two quickly struck up a close 
friendship, regularly visiting each other’s homes. As a result, Rogers adopted 
many of Cobden’s economic and political views, perhaps most notably the 
latter’s espousal of a free market and free trade, especially in land as a means 
of breaking the power of the aristocracy but to also increase capital investment 
in the agricultural sector and to address growing demographic pressures on 
Britain’s cities and towns. Cobden encouraged Rogers’ research, with Rogers 
becoming a devoted member of the Manchester School and a regular attendee 
at the Cobden Club, founded the year after Cobden’s death.3 Rogers also 
delivered the sermon at Cobden’s funeral at West Lavington Church, West 
Sussex, in 1865. It was through Cobden that Rogers got to know Liberal 
politician, John Bright, working with him on Cobden’s Speeches on Questions 
of Public Policy (Bright and Rogers 1870).4

1 One of Rogers’ elder brothers was the well-known physician and campaigning medical officer, Joseph 
Rogers. Thorold edited Joseph’s Reminiscences of a Workhouse Medical Officer, which appeared in 1889.
2 Being in a hall rather than a college at Oxford counted against Rogers as very few fellowships were ever 
awarded to members of the former (see Kadish 1989: 19).
3 Rogers contributed to the publications of the Club, one example being his Free Trade and Fair Trade: 
What Do the Words Mean?, which appeared in 1885 as leaflet number 28. Apart from claiming the supe-
riority of free trade over fair trade, Rogers at one point also makes what might perhaps be interpreted as 
a pre-Keynesian comment in the leaflet: ‘If everything is dearer, there must be stint [less spending]. If 
everyone is stinted, he has less to spend. If he has less to spend, he can buy less. If he buys less, he causes less 
employment to be given’ (Rogers 1885a: 2; italics added).
4 A few years later, Rogers also edited Public Addresses by John Bright (Rogers 1879a).
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Another great influence on Rogers was Frédéric Bastiat, a member of the 
French Liberal School, who supported free trade but who had become less 
popular by the time of Rogers’ death. Bastiat’s friendship with Cobden seems 
to have been the conduit by which Rogers was influenced by the Frenchman, 
this most clearly seen with respect to the Ricardian theory of rent and the 
Malthusian theory of population.

Rogers’ youth was marked by a number of important events which would 
go on to shape his political views. These included the Bristol Riots of 1831, 
the Reform Bill of 1832, the Factory Acts, the series of 90 theological publica-
tions written by the English Oxford Movement (the Tractarians) between 
1833 and 1841 under the title “Tracts for the Times” (Rogers became a fol-
lower of the Tractarians as an undergraduate,5 although he later distanced 
himself from them), and Cobden’s great triumph, the repeal of the Corn Laws 
in 1846. Taking holy orders, Rogers was the curate of St Paul’s, Oxford, from 
1848 to 1851 and then assistant curate at Headington Quarry from 1856, his 
annual remuneration for the latter role being four shillings and, in the same 
year, he became an ordained priest. In December 1850, Rogers married Anna 
Peskett, the only daughter of surgeon William Peskett; this marriage ended on 
Anna’s death in January 1853. Rogers’ second marriage was to Anne Reynolds 
in December 1854. Reynolds was the daughter of the British government’s 
Treasury Solicitor, Henry Reynolds. Together they had five sons and a 
daughter.6

With Rogers putting down roots in Oxford, he decided to become a private 
tutor in classics7 and philosophy whilst also being an examiner at the University 
in the final classical school in 1857 and 1858 and classical moderations in 
1861 and 1862 and holding various unpaid administrative offices, before 
being elected in June 1859 as the Tooke Professor of Economic Science and 

5 A number of Rogers’ historian contemporaries at Oxford were also attracted to Tractarianism, amongst 
the most notable being William Stubbs and Edward Augustus Freeman.
6 Their daughter was Annie Rogers, who went on to become a well-known pioneer of women’s education. 
One of their sons was the mathematician Leonard James Rogers, notable for, amongst other things, dis-
covering and proving the Rogers-Ramanujan identities.
7 As noted above, for the first part of his academic career, Rogers’ main focus was on the classics, one of 
his earliest publications being an edited edition of Aristotle’s Ethics (Rogers 1865a). However, he would 
have been disappointed by a decision by the Clarendon Press to not meet the costs of publishing his 
Aristotelian dictionary. As a private tutor who had been successful in Literae Humaniores, Rogers proba-
bly made a reasonably good living. To get a sense of this, Kadish (1989: 19) cites the example of the naval 
historian Montagu Burrows, who would eventually become the first holder of the Chichele Professorship 
in Modern History at Oxford. Before taking up this post, Burrows was able to earn up to £600 a year 
through the private teaching of undergraduates, the equivalent of around £60,000 today. For a time start-
ing from 1872, Rogers also delivered history classes to candidates for the Indian Civil Service examina-
tions at the celebrated crammer school of Walter Wren in Bayswater, London. Edgeworth would later 
teach at the same establishment.
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Statistics at King’s College in the University of London. Rogers was the first 
holder of the Tooke, seeing off a number of other candidates and despite not 
having published anything of note in the sphere of economics at the time of 
his appointment. Carrying an annual emolument of just £50, he was obliged 
to give a minimum of twenty lectures each year, with at least ten of these 
delivered in the evening so that the working public could attend. Rogers’ lec-
tures, the first of which was delivered on 23 January 1860, ranged over a 
variety of topics, including “The Revenue of the Norman and Earliest 
Plantagenet Kings” and “Theories of Direct Taxation” (see S.J. 1859). Rogers 
held the Tooke until his death in 1890.

In 1862, Rogers succeeded Charles Neate to the Drummond Professorship 
at Oxford. He dedicated himself to the duties required of the office and was 
keen to serve another five years when the Chair came up for election again in 
early 1868.8 Given the extensive research that he had already carried out as 
part of his investigations into the history of prices in Britain, Rogers’ re- 
election might have been regarded as something of a formality. However, this 
proved to be far from the case. The circumstances around the election have 
been extensively discussed by De Marchi (1976) who argues that the main 
reason for Rogers’ defeat was his political views. There is certainly some sup-
port for this view. For example, the leader of the group opposing Rogers’, the 
Reverend Henry Wall, who was the first holder of the Wykeham Professorship 
in Logic, stated that he objected to Rogers’ apparent use of his university posi-
tion to advance his political opinions (see Kadish 1989: 32). In addition, 
there was Rogers’ support for changes in the Oxford curriculum (see De 
Marchi 1976: 373), including a greater role for political economy, and his 
criticism of the Oxford system of educating its students (see Section 4.2). 
Responding to De Marchi, Rashid (1978) posits that Rogers’ failure to be re- 
elected to the Drummond was as much down to his attendance at a particular 
Baptist missionary meeting, this being regarded by some of those voting in 
the election as disloyalty to the Church of England. In reality, all of these fac-
tors, plus some others, probably played a part in Rogers not being re-elected.

The person who beat Rogers in 1868 was Bonamy Price, a schoolmaster at 
Rugby School, who lacked distinction as an economist. Notwithstanding this, 
Price would go on to be Drummond Professor for twenty years, being three 
times re-elected.9 Losing the Drummond and searching for a new career, 

8 Originally, an individual could occupy the Drummond for a single period of five years and would only 
become eligible for re-election after an interval of two years. However, this was changed by statute in 
1867 to allow for consecutive terms of five years to be served.
9 Price had stood as a candidate for the Drummond in 1862, but lost out to Rogers.
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Rogers turned to politics. In fact, his involvement in the political realm had 
started a few years previously, founded on his enlightened views on certain 
issues. One example was his support for the Reform League, which cam-
paigned for one man, one vote in Britain. The League had been established in 
February 1865, receiving financial backing from a number of luminaries, 
including John Stuart Mill, Henry Fawcett, Titus Salt and Rogers himself 
(who also founded the League’s Oxford branch in 1866), its activities helping 
to bring about the vote for all male heads of household in 1867.10 Meanwhile, 
Rogers favoured the Clerical Disabilities Relief Act 1870, becoming the first 
person to benefit from the legislation, withdrawing from his clerical vows on 
10 August 1870, the day after the Act had become law.

Standing as a Liberal, Rogers unsuccessfully fought the seat for Scarborough 
in the February 1874 general election, before being elected for the borough of 
Southwark in London in 1880. In 1885, a redistribution of seats took place, 
after which he became the MP for Bermondsey in south-east London, albeit 
with a majority of just 83 votes over the Conservative candidate, Alfred 
Lafone. Rogers did not hold the seat for very long, losing to Lafone at the 
election of July 1886 when he was voted out seemingly for his support for the 
policy of Irish Home Rule adopted by the Gladstone government.

By all accounts, Rogers was a devoted constituency member of parliament. 
However, he seems to have found the experience of representing a London 
constituency disagreeable, arguing that the capital should be run by a central-
ised body rather than a group of MPs. He was in regular attendance at the 
House of Commons, although rarely spoke, perhaps aware that his style of 
debating may cause offence to others. Indeed, it is reported that in his maiden 
speech which was part of a debate on Charles Bradlaugh’s refusal to swear an 
oath of allegiance to the Crown, Rogers referred to Bradlaugh as ‘vermin’.

One of Rogers’ most notable parliamentary victories took place in March 
1886 when he pushed through a motion which separated the payment of 
local rates between owners and occupiers. Rogers’ other political positions 
and activities included being a vocal critic of the House of Lords, favouring 
the extension of employer liability, strengthening protections for friendly 
societies, backing the North in the American Civil War, supporting the co- 
operative movement (he served as the presiding officer on the first day of the 

10 Many years later, Rogers was a champion of the Representation of the People Act 1884 (the Third 
Reform Act), which gave to people residing in the countryside the same voting rights that existed for 
people living in towns. Rogers’ backing for the legislation along with that of some other Liberal MPs 
attracted the ire of Queen Victoria, who wrote a number of letters on the issue to Prime Minister William 
Gladstone, the main theme of which was her view that the House of Lords had every right to reject the 
Bill. In fact, Rogers wanted Gladstone to go further by granting the vote to all women, this proposal 
being rebuffed on the grounds that its inclusion would threaten the whole legislation.
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seventh annual meeting of the Co-operative Congress in 1875), and criticising 
the brutal suppression by Governor Edward John Eyre of the Morant Bay 
rebellion in Jamaica in October 1865. Overall, however, Rogers’ parliamen-
tary career did not live up to the expectations of those who knew him.

Maintaining his connections with Oxford whilst he pursued a political 
career, Rogers had been appointed as a Lecturer in Political Economy at 
Worcester College in 1883. This bridge to the University seems to have paid 
off as Rogers was re-elected to the Drummond in March 1888 following 
Price’s death. However, even this was a close-run thing. The Board of Electors 
was made up of the Chancellor of Oxford, Lord Salisbury, the Chancellor of 
the Exchequer, George Goschen, the Regius Professor of Modern History, 
Edward Augustus Freeman, the Whyte Professor of Moral Philosophy, 
William Wallace, and a member of All Souls, John Andrew Doyle. Goschen 
was late to the Board’s meeting which had already voted but was tied between 
Rogers and L.R. Phelps of Oriel College who had taken on Price’s teaching 
duties when he fell ill in 1887. Rogers’ victory was secured when immediately 
upon arriving at the meeting Goschen declared that he was the only man in 
England who could be the next Drummond Professor (see Kadish 1989: 67).11

This later period as Drummond Professor was not a particularly positive 
one as far as Rogers’ relationship with his colleagues and students was con-
cerned. For instance, he refused to teach even the basics of economic theory, 
this leading to resentment amongst college lecturers who had to fill in the 
gaps. One perhaps inevitable consequence was that undergraduates were 
advised by their colleges to not attend Rogers’ lectures, this sometimes leading 
to as few as half a dozen students being in attendance (see ibid.: 68).

Rogers died at Oxford on 14 October 1890, aged 67. Having left little 
wealth at his death, his wife was granted a civil list pension in 1893.

3  A History of Agriculture and Prices 
in England

Rogers was part of the English Historical School of Economics, an important 
goal of which was to overturn the classical approach, founded on deduction, 
and replace it with inductive methods, based on empirical observation. 
Although the English School was not as well-known as its German 

11 If the recollections of John Neville Keynes are anything to go by, the fact that Phelps, much like Price 
before him, was even in the running for the Drummond is something of a surprise. In 1885, Keynes 
dined with Phelps when he was lecturing at Oxford, noting in his Diary that Phelps ‘does not profess to 
know a great deal of Political Economy’ (John Neville Keynes quoted in Tullberg 2017: 417, fn. 38).
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counterpart, it did attract a number of highly regarded figures, including 
Walter Bagehot, Arnold Toynbee and William Whewell, who regarded them-
selves as the intellectual heirs to the likes of Francis Bacon and David Hume. 
The first attempt by Rogers to clearly separate himself from the theories of 
previous economists, Ricardo in particular, was in the Manual of Political 
Economy for Schools and Colleges, which appeared in 1868, two years after the 
first volume of A History.12 But it is really to A History that we should look in 
order to get a clearer understanding of Rogers’ research agenda and how this 
shaped his economics.

Prior to Rogers, various studies had examined the development of prices in 
Britain, notably Fleetwood (1707), Eden (1797), Shuckburgh-Evelyn (1798), 
Young (1812), Mundell (1829), Porter (1836) and Tooke and Newmarch 
(1838–1857).13 However, none of these contained both the depth and breadth 
of data and analysis that was to appear in A History. Granted, Tooke and 
Newmarch’s monumental six-volume study, which attempted to show that 
changes in prices precede changes in the money supply, is regarded as a mile-
stone in the field and, in a nod to this, the period covered by Rogers’ research 
ended in 1793, the first year examined by Tooke and Newmarch. This aside, 
Tooke and Newmarch only looked at the four or so decades up to 1837, a much 
shorter span of analysis than the nearly five and a half centuries surveyed 
by Rogers.

A number of other factors help to explain why Rogers embarked on A 
History. Despite the various studies that preceded it, investigators had focused 
much of their attention on the lives of important people rather than the state 
of the masses in determining the course taken by the economy. It was Rogers’ 
firm belief that only by compiling and interpreting price data could the social 
ills of the general population be better understood, the same ills that he would 
have observed when he was assistant curate in the relatively poor district of 
Headington.

Equally important was a direct challenge laid down by Newmarch (1860) 
at the International Statistical Congress held in London in 1860 which Rogers 
attended. He describes what happened at the meeting and subsequently:

12 Despite his hostility to Ricardo, Rogers did occasionally lapse into Ricardianisms. For instance, in the 
later The Economic Interpretation of History he stated that: ‘If the ownership of land remains in private 
hands, and it would be an evil time should it cease to be in private hands, the inexorable law which limits 
profits to an average on the calling would develop rent’ (Rogers 1888a: 165–166; italics added). Earlier 
in the same volume, he insisted that all economists agreed that profit is made up of interest, insurance 
and wages of superintendence and that the purpose of capital was to equalise prices and profit (see ibid.: 
17, 19).
13 Even though these predecessors laboured in the same field as Rogers, they did not escape his wrath. To 
take one example, Rogers tells us that Young was a ‘careful and diligent collector of facts … But he was 
[also]…an exceedingly bad reasoner, and his economical inferences are perfectly worthless’ (Rogers 
1866–1902, 1: 690).
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I was led in the first instance to enter upon this branch of history in conse-
quence of some suggestions made at the meeting of the [Congress], as to the 
importance of researches into ancient values, and the relations which might be 
determined between the prices of labour and food. On returning to Oxford, as 
I was obliged to remain during the long vacation at home, I searched in the 
Bodleian Library, and found a little evidence for the fourteenth century, and 
much for the sixteenth. At first it was my intention to confine my researches to 
the change of values which took place in the sixteenth century, and thinking 
that information might be obtained from the account books of the Colleges, I 
investigated in the first instance those of All Souls. Subsequently I obtained 
permission to examine the muniment room at Merton, and here I found a vast 
store of the most valuable documents. I resolved therefore to begin as early as I 
could, and to make use of the archives in the Public Record Office. I have thus 
become an antiquary by accident (Rogers 1866–1902, 2: xi).

As well as the sources listed by Rogers, he would also go on to inspect 
records at, amongst others, Cambridge University, York Minster, the Tower of 
London, the British Museum, the schools of Eton and Winchester and the 
private records of individual families, with the most detailed information 
derived from the rolls of farm bailiffs and the accounts of college bursars. As 
an indicator of the level of detail that Rogers went into, volume I of A History 
contains corn prices for over five hundred districts in Britain, while no less 
than eighty thousand documents had to be consulted in order to arrive at the 
statistics provided in volume IV. Newmarch for one was pleased with the ini-
tial results of Rogers’ research, commenting in an 1866 review of the first two 
volumes of A History that they were amongst the ‘most extraordinary, success-
ful, and remarkable publications which [have] ever appeared in connection 
with the application of statistics to illustrations of the economical history and 
progress of a country’ and that Rogers had constructed ‘probably the first 
really economical history of our own or of any European country’ (Newmarch 
1866: 544, 547).

What did Rogers discover? He himself regarded his views and findings on 
rent as the most important of his contributions to economics. The subject was 
of interest to Rogers as he was of the opinion that Ricardo’s theory of rent was 
the ‘ark of the deductive economists’ (Rogers 1880: 673) and so set his sights 
on disproving it through the data contained in A History.14 Rogers acknowl-
edged that Ricardo’s theory was correct insofar as where competitive 

14 As alluded to above, a strong statement of Rogers’ views on rent can also be found in A Manual of 
Political Economy. Saying this, Schumpeter (1954: 822, fn. 21) referred to the volume as ‘not very bril-
liant’, even if it did reach its third edition very quickly as a result of its use in schools and was, according 
to Ashley (1889: 384) at least, ‘a little…idealized’ by Henry Sidgwick.
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conditions exist, rent can be defined as the excess realised over the costs of 
production plus the ordinary rate of profit on capital investment. However, 
this truism was, in Rogers’ opinion, hardly a great theoretical innovation in 
the history of economics as it had already been known to the Egyptians.

The claim that was far more contentious for Rogers was Ricardo’s proposi-
tion that increases in population drove the cultivation of lands possessed of 
differing levels of fertility and that, given the same amounts of labour and capi-
tal, rents would be influenced by the amount of excess production taking place 
on the best soil compared to the “margin”. It was this aspect of Ricardo’s theory 
which motivated Rogers’ research, and which resulted in him showing that, 
contrary to Ricardo, during the eighteenth century when there was the most 
significant increase in rents in the history of English agriculture (and when the 
prices of agricultural products were either stable or fell), the cause was to be 
found in advances in land management for growing crops rather than popula-
tion increases (see Gibbins 1890: 606).15 Coupled with other empirical find-
ings by Rogers, his broad position was that any failings in agriculture were 
often attributable to factors such as a lack of investment in production-enhanc-
ing techniques or the poor protection of tenants’ rights (see Koot 1987: 71). As 
Kadish notes (1989: 62), many of the objections which Rogers levelled against 
Ricardo’s theory had already been made by Wakefield and Torrens, but it was 
Rogers who provided the empirical evidence to back them up.

Rogers was a passionate defender of laissez-faire, the obvious counterpart to 
this being his dislike of government involvement in the economy. Rogers used 
A History to identify periods when he thought that the laws of supply and 
demand operated most purely, without distortion from the State. He argued 
that the best example of this was to be found in the Middle Ages, in particular 
the mid-thirteenth century to the mid-fifteenth century, as ‘governments had 
not developed to any marked extent that protective system, that perpetual 
interference with the freedom of trade which has characterised their later 
activity’ (Rogers 1866–1902, 1: ix–x). Measured in terms of real wages, 
labourers were better off during this period because, amongst other things, the 
feudal system operated to the mutual benefit of landowners and those who 
worked the land and because land ownership was widely distributed (see De 
Marchi 1976: 368).

The ending of this age of prosperity was precipitated, as Rogers saw it, by 
the onset of legislation being used by the aristocracy to advance its own 

15 As Rogers acknowledged, raising the productivity of land may not be the only factor behind higher 
rents. Lower wages for labourers (Rogers 1884, 2: 482) and higher prices as a result of food scarcity (ibid.: 
486) can also play a part. These points were made by Rogers in Six Centuries of Work and Wages, a popular 
account of the first four volumes of A History.
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interests,16 a period which he identified as beginning from the reign of 
Elizabeth I, lasting through to the early nineteenth century:

I contend that from 1563 to 1824, a conspiracy, concocted by the law and car-
ried out by parties interested in its success, was entered into, to cheat the English 
workman of his wages, to tie him to the soil, to deprive him of hope, and to 
degrade him into irremediable poverty (Rogers 1884, 2: 398).

Rogers focuses specifically on 1563 as it was the year in which the Statute 
of Artificers became law, restricting workers’ freedom of movement and 
imposing maximum wages. However, Hewins (1898: 341) for one was scepti-
cal about the emphasis that Rogers placed on the Statute, arguing that it was 
actually meant to raise real wages and that Rogers had not fully accounted for 
the fact that from as early as the fourteenth century, justices of the peace had 
wide powers in the regulation of wages.17

A History was subject to various other criticisms. Rogers himself acknowl-
edged that there were some fundamental issues which the reader had to be 
aware of. For instance, it was not always easy to work out the precise time of 
year when purchases of a particular commodity had been made (Rogers uses 
the example of corn), and there were some lingering problems around the use 
of weights and measures, such as ambiguity about the size of a bushel. In addi-
tion, there were questions over Rogers’ treatment of the impact that the Black 
Death had on the population of Britain, with economic historian Frederic 
Seebohm arguing that Rogers had significantly underestimated it (see Seebohm 
1865, 1866, and a response by Rogers 1866a). Others questioned Rogers’ dat-
ing of the ending of the system of villeinry18 and his possible miscalculation of 
the value of the pound in the fourteenth and fifteenth centuries. Finally, it was 
pointed out that Rogers was perhaps not as forthcoming as he might have been 
with regard to acknowledging previous research. Thus, discussing volumes V 
and VI of A History, Nicholson (1889: 169) notes that Rogers makes no refer-
ence to the well-regarded work of Georg Schanz on the conduct of commerce 
in medieval England, this in spite of the fact that Schanz had actually acknowl-
edged Rogers in the preface to the said work (see Schanz 1881: viii).

16 Rogers also objected to the right of primogeniture, seeing it as a perpetuation of the privileged eco-
nomic position enjoyed by the landed classes (see Rogers 1864a, b).
17 In another criticism, Brentano asserted that ‘as long as the regulations of the Statute…were maintained, 
the position of the workmen was secure’ (Brentano 1870: 103–104). Brentano also argued, however, that 
it was the non-observance of the regulations contained in the Statute that led directly to the creation of the 
trade union movement (see ibid.).
18 A villein was a type of serf in the Middle Ages who paid dues to a landlord in return for the use of land. 
In terms of rights, a villein was between a freeman and a slave.
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Notwithstanding these criticisms, Rogers’ work became the inspiration for 
similar research both in the UK and abroad. Perhaps the most prominent 
example of the latter was Georges d’Avenel’s seven volumes examining the 
development of property prices, wages and general prices in France from 1200 
to 1800 (see d’Avenel 1894–1926). In Britain, a notable study was William 
Beveridge’s Prices and Wages in England from the Twelfth to the Nineteenth 
Century (1939), which uncovered a number of sources that had been missed 
by Rogers (see Hamilton 1942: 54). Beveridge’s volume was part of a series 
published under the auspices of the International Scientific Committee on 
Price History (of which Beveridge was the Chairman) (see Cole and Crandall 
1964). A History did not contain any index numbers or moving averages but 
rather average annual prices by locality. Although Rogers did occasionally 
provide estimates of changes in the general price level between two periods, a 
lack of index numbers was an admission that any attempt to come up with 
accurate weightings for long series of data could be subject to wide margins of 
error. Beveridge took the same view, although as one reviewer noted, it would 
not have taken much effort to calculate index numbers for key commodities 
covering time intervals of say, twenty-five or fifty years (see Hamilton 1942: 
55). One advantage that the Beveridge study did have over A History was that 
it used statistics compiled in the same local area. Although this limited the 
number of series that could be accurately reported, it was a superior approach 
to that used in A History where data sources sometimes had little or no con-
nection with each other. Finally, in another study, Phelps Brown and Hopkins 
(1961) used statistics on builders’ wages dating back to 1264 in order to com-
pare their results with those of Rogers. They found broad agreement between 
the two data sets, in particular that by the 1880s, wages had recovered to the 
level previously seen in the fifteenth century (see also Phelps Brown and 
Hopkins 1956).19

4  Other Work

4.1  Other Work as an Economist

The First Nine Years of the Bank of England was published by Rogers in 1887. 
It was essentially a reprint of the weekly price of Bank of England stock for the 
period running from 17 August 1694 to 17 September 1703, a series that had 

19 For a study contemporaneous with A History but which only examined the development of British 
prices between the 1850s and 1880s, see Mulhall (1885).
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been discovered by Rogers seemingly by accident in the Bodleian Library, and 
also contains his extensive explanations for the movements in such prices. The 
data itself was derived from a statistical paper compiled by London apothe-
cary, John Houghton, and was supplemented by Bank stock price data found 
in Narcissus Luttrell’s Diary, a work kept at All Souls which had already been 
used by Lord Macaulay. The Bank of England had no record of its own stock 
for the nine years in question.

Amongst the various contributions made by the volume was a new expla-
nation for the Great Recoinage of 1696 under King William III. Widespread 
currency fraud, in particular the clipping of silver coins, meant that the value 
of the pound was in decline in the closing years of the seventeenth century, 
one result being that English bills were being traded at a significant discount, 
especially in Amsterdam. This was happening at the same time as William was 
conducting military operations in the Low Countries, making necessary sig-
nificant and ongoing remittances. Recoinage was therefore used by the King, 
argued Rogers, to increase the value of English bills, an objective which had 
been achieved by the end of 1696 when bills were trading at par.20

Rogers’ final major volume was The Economic Interpretation of History, 
which appeared in 1888; a second edition was published in 1891. The book 
was based on lectures that Rogers had delivered at Worcester College, Oxford, 
and was an attempt to blend economics with the daily workings of govern-
ment. However, it was not very well received by some of his colleagues, with 
Ashley asserting that the volume was a jumble of ‘hasty assertions and partisan 
bitterness’ (Ashley 1889: 405). On full display was Rogers’ usual forceful lan-
guage and his distaste for some elements of current economic thinking: ‘By 
this study, I began to discover that much which popular economists believe to 
be natural is highly artificial; that what they call laws are often too hasty, 
inconsiderate, and inaccurate deductions; and that much which they consider 
to be demonstrably irrefutable is demonstrably false’ (Rogers 1888a: vi–vii). 
Furthermore, ‘two things have discredited political economy—the one is its 
traditional disregard for facts; the other, its strangling itself with definitions … 
[I]t is appalling to think of what the consequences would have been if some 
so-called economical verities had been translated into law’ (ibid.: viii).

Rogers used The Economic Interpretation of History to revisit the question of 
the role of the State in the economy. In Chapter 23, entitled “The Policy of 
Government in Undertaking Service and Supply”, he lays outs his case for 
non-interference, stating that ‘There is always a disposition on the part of 

20 However, the wider recoinage programme failed due to difficulties in maintaining a financial system 
based on bimetallism, in this case gold and silver.
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governments to allege that the Administration can carry out the business of 
private life and private action better than individuals can’ (ibid.: 501). Rogers 
then proceeds to give numerous instances where State involvement would 
lead to sub-optimal outcomes, notably the railways, where the result would be 
shorter hours and higher pay. Despite this particular example, Rogers was in 
fact a supporter of an economy-wide shortening of the working day to eight 
hours, even if such a change should, in his view, be achieved by the actions of 
workers rather than through legislation (see ibid.: 353).

Combining his positions on non-interference by the State and free trade, 
The Economic Interpretation of History also contains a discussion of the protec-
tion of infant industries, with Rogers using this to launch a scathing attack on 
John Stuart Mill’s views on the topic. Instead of granting protection to infant 
industries, Rogers argues that they should be allowed, if they are fit enough, 
to come to the fore spontaneously, with the pressures of competition the 
deciding factor in whether they survive or fail. Rogers also points out that if 
protection is in fact granted, it can be difficult to subsequently remove, not 
least because there will inevitably be a question over who decides if and when 
such protection is ended. The industry enjoying protection is unlikely to 
argue for its own possible termination. Mill’s position was that the shielding 
of an infant industry from foreign competition was the only situation in 
which protective duties could justifiably be applied (see Mill 1848, 2: 
487–488), Rogers’ robust response being that there has perhaps been ‘no pas-
sage in any work which exhibits so much ignorance of human nature, and so 
much ignorance of facts’ (Rogers 1888a: 386).21

4.2  Views on Oxford

As this is a volume about Oxford economics, it is interesting to briefly exam-
ine some of the opinions that Rogers held about the workings of the University, 
not least because he seems to have gone out of his way to express them. In 
1861, he published Education in Oxford: Its Method, Its Aids, and Its Rewards 
(Rogers 1861a). In just under 270 pages, he dissects various aspects of life at 

21 In The Economic Interpretation of History, Rogers also dismissed the wages fund doctrine, the classic 
statement of which was presented by Mill in his Principles of Political Economy. He accused Mill of being 
in ‘total ignorance’ (Rogers 1888a: 308) of the history of labour and wages. This aside, there is some 
debate about whether Mill later recanted his support for the doctrine (see, for example, West and 
Hafer 1978).
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the University, including the relationship between it and its students, the col-
lege system, scholarships, fellowships and endowments.

Some insight into the relative merits of different British universities can be 
gleaned from Rogers’ remarks early on in the volume about the time he spent 
studying at King’s College, London, between leaving school and going to Oxford:

[King’s] gives much the same instruction as that at the best Oxford and 
Cambridge colleges. I can only say, for my own part, that the advantages I 
derived from a year and a half ’s study at King’s College were larger and more 
suggestive than any which I ever procured from academical instruction (Rogers 
1861a: 19).

As far as Oxford was concerned, Rogers focused in particular on the deficien-
cies, as he saw them, in the distribution of endowments between different col-
leges and the college-based teaching system which he regarded as being an 
unwelcome monopoly (see ibid.: 60–61), with lectures described as ‘perfunctory, 
repressive, irritating’ (ibid.: 61). Instead, Rogers argued that only professors 
should be allowed to deliver lectures (as was the case in Germany) and that only 
those holding at least an MA degree be permitted to instruct undergraduates.

It seems remarkable that Rogers was first elected to the Drummond only a 
year after the appearance of Education in Oxford. Either way, being a professor 
at the University did not seem to dim his hostility. One of the likely reasons 
for this was the influence of Cobden, who often expressed an antipathy 
towards Oxford (and Cambridge) especially when it came to what he thought 
was the unsuitability of graduates of these universities for the intellectual 
demands of political life:

What Cobden did comment on…is the utter ignorance, on subjects of great 
political importance, which prevails among young men who have graduated at 
the older universities, and who…are presented to seats in the House of 
Commons, or purchase admission into it, or succeed to analogous positions in 
the House of Lords … Cobden used to argue that the particular knowledge 
which the older universities impart to such people is of absolutely no use to 
them in the responsible place which they occupy (Rogers in Bright and Rogers 
1870: ix).

Even in 1881, many years after he had served his first term as Drummond 
Professor but still seven years away from the beginning of his second term, 
Rogers felt the need to again go on the offensive with an attack on Oxford’s 
tutoring system:
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The monopoly of instruction given by college tutors was greatly assisted by their 
possessing a monopoly of examination, and the right of conferring distinctions 
in the class list. In other words, they audited, and audit, their own accounts … 
It is very seldom that anyone except a college tutor is allowed to be an examiner. 
As a consequence, the gravest scandals have not infrequently arisen. It is a com-
mon saying in Oxford that the clever men are to be found in the third class, the 
dull and industrious in the second, the examiners’ friends being put into the 
first. The statement is undoubtedly an exaggeration, but there is nothing to 
prevent it being a reality, and if it were a reality, there is not enough public con-
science in Oxford to reprobate it (Rogers 1881: 73–74).

5  Conclusion

Thorold Rogers did not make any meaningful theoretical contributions to 
economics and in particular failed to discover any inductive laws of economic 
history. Rather, his forte was the hunting down of historical data, using this to 
help explain poverty especially amongst agricultural labourers. Some of 
Rogers’ contemporaries excelled as much as he did in their respective fields. 
However, it remains the case that few, if any, reached the heights of A History 
of Agriculture and Prices in terms of the length of time it took to compile, the 
period that it covers and its level of detail. Riding the wave of the Victorian 
fad for statistics, it took six years to complete the first two volumes and it was 
to be another sixteen years before volumes III and IV were published, this 
long gap being the result of Rogers’ political commitments but also because 
there was less data available for the sixteenth and seventeenth centuries. 
Volumes V and VI appeared in 1887, a year after Rogers ceased being an MP, 
while the two parts of volume VII were published in 1902, two years after his 
death. Even so, Rogers admitted that the research involved was ‘costly beyond 
my expectations’ (Rogers 1866–1902, 4: vi).

Even though A History would not be familiar to the vast majority of today’s 
students, it was certainly still being used in the decades after it was finally 
completed. For instance, Nicholson quoted from it in various places in his 
three-volume Principles of Political Economy (see Nicholson 1893–1901) while 
Clark stated in 1932 that the volumes were ‘still in constant use as a book of 
reference’ (Clark 1932: 99). Anyone examining A History and Rogers’ other 
work in economics will get a keen insight into the main pillars of his thinking, 
including his theory that rent is not determined by prices but by profits, the 
allegedly destructive role played by government in the economy, a dislike of 
all forms of privilege, support for the role that trade unions play in equalising 
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the respective levels of bargaining power possessed by labour and capital, and 
perhaps, above all, an increasing hostility, as the volumes progressed, towards 
orthodoxy in economics. However, it would also be apparent to the reader 
that Rogers had a tendency to interpret the development of British economic 
history as being merely made up of a series of key events, such as the Black 
Death and the Peasants’ Revolt. This was at the expense of other possible 
explanatory processes, notably social evolution. It was also the case that Rogers 
would sometimes claim originality, even if this was not necessarily borne out 
by the facts.

Rogers’ gruff manner made it difficult for others to support him. His only 
disciple was Henry de Beltgens Gibbins, who became a schoolmaster after 
attending Oxford and wrote popular books on aspects of the history of England 
in the nineteenth century, even if these same volumes were often frowned upon 
by the community of academic historians at Oxford. Rogers did establish the 
Oxford University Political Economy Club. However, his unappealing person-
ality meant that he was not able to found a school at the University.

Perhaps it is best to end with a quote from Beveridge:

Prices and wages are the social phenomena most susceptible of objective statistical 
record over long periods of time. They reflect and measure the influence of changes 
in population, in supply of precious metals, in industrial structure and agricultural 
methods, in trade and transport, in consumption and in the technical arts … A 
comprehensive co-ordinated history of prices and wages is a framework which 
should underlie all studies of economic development (Beveridge 1939: xxi).

Despite his shortcomings, Rogers appreciated all of this, dedicating most of 
his academic life to pursuing such a ‘co-ordinated history’. As such, he should 
be recognised as a noteworthy Oxford economist and perhaps as one of the 
founders of modern British economic history.
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11
Francis Ysidro Edgeworth (1845–1926)

John Creedy

1  Introduction

Francis Ysidro Edgeworth was born in Edgeworthstown in County Longford, 
Ireland. His large family background is fascinating, and has been richly 
described by Barbé (2010). His grandfather was the energetic and colourful 
Richard Lovell Edgeworth, whose life was documented in a two-volume 
memoir by his eldest daughter, the famous novelist Maria Edgeworth (1820); 
see also Butler and Butler (1927). Richard Lovell carried out many scientific 
and mechanical experiments, and was a member of the Lunar Society of 
Birmingham, whose members included James Watt, Matthew Boulton, Josiah 
Wedgwood, Joseph Priestley, Erasmus Darwin and Samuel Galton. In addi-
tion, Maria’s scientific acquaintances included Humphry Davy, Alexander 
von Humboldt, William Herschel, Charles Babbage, Joseph Hooker and 
Michael Faraday. The marriage of Francis Ysidro Edgeworth’s cousin Harriet 
Jessie Edgeworth (daughter of Richard Lovell’s seventh and youngest son 
Michael Pakenham) to Arthur Gray Butler provided links with another 
eminent family. Furthermore, Butler’s sister, Louisa, married Francis Galton, 
a cousin of Charles Darwin.
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Richard Lovell’s sixth son, and seventeenth surviving child, was Francis 
Beaufort Edgeworth, who in 1831 met his wife, Rosa Florentina Eroles, from 
Catalonia and then aged sixteen, while on the way to Germany to study phi-
losophy: they married three weeks later. Francis Ysidro was their fifth son. 
With his family background and considerable linguistic skills, Edgeworth had 
wide international sympathies.

Edgeworth was educated by tutors until 1862, when he entered Trinity 
College Dublin to study languages. His first association with Oxford came in 
1867, when he entered Exeter College. After one term he transferred to 
Magdalen Hall, and then to Balliol in 1868, where in Michaelmas 1869 he 
obtained a First in Literae Humaniores. During the viva Edgeworth apparently 
replied, ‘Shall I answer briefly or at length?’, whereupon he spoke for half an 
hour to convert what was to be a Second into a First.

His career after graduation was varied. He was called to the Bar in 1877, 
the year in which his first book, New and Old Methods of Ethics, was pub-
lished. Edgeworth applied unsuccessfully for a Professorship of Greek at 
Bedford College, London, in 1875, but later lectured there on English lan-
guage and literature for a brief period from late 1877 to mid-1878. He had 
earlier lectured on logic, mental and moral sciences and metaphysics to pro-
spective Indian civil servants, at a private institution run by a Mr Walter 
Wren. In 1880, he applied for a chair of philosophy, also unsuccessfully, but 
began lecturing on logic to evening classes at King’s College London. Soon 
after the publication of his second book, Mathematical Psychics, in 1881, he 
applied for a professorship of logic, mental and moral philosophy and politi-
cal economy at Liverpool. Edgeworth had to wait until 1890 to obtain a 
professorial appointment. This was at King’s College London, where he suc-
ceeded Thorold Rogers in the Tooke Chair of Economic Science and Statistics. 
In the next year, he again succeeded Rogers, this time to become Drummond 
Professor, a position he held until his retirement in 1922, and Fellow of All 
Souls College, Oxford.

In addition to his work in economics, Edgeworth began a series of statisti-
cal papers in 1883, and was secretary to the British Association Report on 
Index Numbers (1887–1889). He was President of Section F of the British 
Association in 1889, a position he held again in 1922. Edgeworth’s work on 
mathematical statistics took an increasingly important role. Indeed, of about 
170 papers which he published, approximately three-quarters were concerned 
with statistical theory: many are collected in McCann (1996). He became a 
Guy Medalist (Gold) of the Royal Statistical Society in 1907 and was President 
of the Society from 1912 to 1914. His third and final book was Metretike: or, 
The Method of Measuring Probability and Utility (Edgeworth 1887); on his 
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statistics contributions, see Bowley (1928) and Stigler (1978). Near the end of 
his life, some of the vast stream of his economics papers were collected in 
three volumes of Papers Relating to Political Economy (Edgeworth 1925).

2  Edgeworth at Oxford

Edgeworth finally settled in Oxford at the age of 46 in one of the most illustri-
ous British chairs in economics. In the same year, he also became the first edi-
tor of the Economic Journal and was editor or co-editor from its first issue until 
his death. He was buried in Holywell Cemetery, St Cross Church (next to 
Holywell Manor), which contains the graves of many notable Oxford people. 
Edgeworth has a professorship named after him at Nuffield College, Oxford. 
This distinction in economics is shared only with Nobel Prize winners, Sir 
John Hicks and James Meade (the other named professorship in Oxford is the 
Drummond at All Souls, but Drummond was not himself an economist).

At Oxford, Edgeworth was firmly established as the leading economist, 
after Marshall, in Britain. However, unlike Marshall at Cambridge, Edgeworth 
devoted little energy to improving the undergraduate teaching of economics. 
His influence at Oxford was described briefly by Bowley (1934: 123), and at 
greater length by Price (1946: 37) who complained that ‘economics at Oxford 
looked like slumbering quietly or in effect at least must languish compara-
tively as it rested, so to say, inert in Edgeworth’s keeping. There was no active 
stir of a resonant hive of busy students gathering honey under his helping 
regime’. Harrod said of his tutorials with Edgeworth, ‘we used to sit side by 
side at a little table, and he’d go through my various diagrams’ (Harrod quoted 
in Phelps Brown 1981: 662). It is indeed impossible to imagine, on the basis 
of his literary style, how Edgeworth could lecture clearly to undergraduates. 
He wrote always for fellow researchers, and even here his style was influenced 
by his attitude to the subject. As Price (1946: 35) argued, ‘Edgeworth…con-
vinced that Economics as he conceived it was so intrinsically hard a study that 
it could not possibly be made popularly plain…increased repellent 
difficulty’.

While Edgeworth was in no sense part of an Oxford group, Price (1946), 
Keynes (1933 [1972]) and Bowley (1934: 122) all stressed his generous hos-
pitality, resulting in him having ‘the widest personal acquaintance in the 
world with economists of all nations’ (Keynes ibid.: 264). His complex char-
acter was described in the following terms by Keynes (ibid.: 265): ‘He was 
kind, affectionate, modest, self-deprecatory, humorous, with a sharp and can-
did eye for human nature; he was also reserved, angular, complicated, proud, 
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and touchy, elaborately polite, courteous to the point of artificiality, absolutely 
unbending and unyielding in himself to the pressure of the outside world’.

He was said to have inherited ‘the Edgeworthstown convention of rather 
formal good manners and conversation’ (Butler 1972: 136). The poet Robert 
Graves (1960: 247) reported that Edgeworth avoided conversational English, 
persistently using words and phrases that one expects to meet only in books. 
One evening, T.E. Lawrence returned to All Souls College from a visit to 
London, and Edgeworth met him at the gate, asking, ‘Was it very caliginous 
in the Metropolis?’; Lawrence replied gravely, ‘Somewhat caliginous, but not 
altogether inspissated’.

3  Edgeworth’s Approach to Economics

The obvious dominant characterised of Edgeworth’s approach to economics is 
that it is mathematical, characterised by an original use of techniques, although 
he does not appear to have received a formal training in mathematics. 
However, he came to economics from moral philosophy. The central question 
of distributive justice, rather than simply the application of mathematics, 
dominated his attitude towards economics. His main argument was that 
mathematics provided powerful assistance to “unaided” reason, and could 
check the conclusions reached by other methods. For example, he suggested 
that ‘he that will not verify his conclusions as far as possible by mathematics, 
as it were bringing the ingots of common sense to be assayed and coined at the 
mint of the sovereign science, will hardly realise the full value of what he 
holds’ (Edgeworth 1881: 3).

The contrast between Edgeworth and Marshall was sharp. Although both 
men turned to economics from mathematics and moral philosophy, Marshall 
generally used biological analogies, and was concerned with developing max-
ims. In contrast, Edgeworth generally used mechanical analogies, and was 
more concerned with arriving at theorems. Pigou commented that, ‘during 
some thirty years until their recent deaths in honoured age, the two out-
standing names in English economics were Marshall…and Edgeworth … 
Edgeworth, the tool-maker, gloried in his tools … Marshall, on the other 
hand, had what almost amounted to an obsession for hiding his tools away’ 
(Pigou quoted in Pigou and Robertson 1931: 3). Edgeworth’s interest in the 
natural sciences often led him to make comparisons with scientific laws, and 
especially to show that the physical sciences also relied on abstraction and 
approximation.
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Edgeworth argued carefully that the assumptions used in economics are 
often untestable, and he therefore took precautions against the accusation of 
“plucking assumptions from the air”. He was conscious of the fact that the 
difficulty is in making the crucial abstractions which make the particular 
problem under consideration tractable, but which are not question-begging. 
His attitude to many a priori assumptions was influenced by his approach to 
statistical inference. He referred to, ‘the first principle of probabilities, accord-
ing to which cases about which we are equally undecided…count as equal’ 
(Edgeworth 1881: 99). Thus, the appropriate assumption was that all feasible 
values, say of elasticities, were equally likely, until evidence is obtained or 
reference may be made to ‘the consensus of high authorities’ (Edgeworth 
1925, ii: 391). This also illustrates Edgeworth’s attitude to authority and his 
many allusions to the views of other leading economists. Price (1946: 38) 
referred to his frequent ‘reference to authority for…support of tentative opin-
ion waveringly advanced’.

Edgeworth was also prone to stressing negative results. For example, in 
discussing taxation, where the criterion of minimum sacrifice does not alone 
provide a simple tax formula, he stated:

Yet the premises, however inadequate to the deduction of a definite formula, 
may suffice for a certain negative conclusion. The ground which will not serve 
as the foundation of the elaborate edifice designed may yet be solid enough to 
support a battering-ram capable of being directed against simpler edifices in the 
neighbourhood (Edgeworth 1925, ii: 261).

4  Early Work in Moral Philosophy

Edgeworth’s first book, New and Old Methods of Ethics, published in 1877, 
was strongly influenced by the great Cambridge philosopher Henry Sidgwick. 
It examined in detail the implications of utilitarianism for optimal distribu-
tion. Edgeworth’s original contribution was to apply advanced mathematics 
to this problem. His approach was dominated by utilitarianism, but the influ-
ence of contemporary psychological research and the impact of evolutionary 
ideas can also be seen here. Both aspects led to an explicit consideration of 
differences between individuals and changes over time.

On considering the major fierce debates in the second half of the nine-
teenth century between egoism, evolutionism, idealism and intuitionism, 
Edgeworth’s brand of utilitarianism became extremely eclectic. It embraced 
the majority of other principles, except for those of the Hegelian idealists, 
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while regarding utilitarianism as the “sovereign principle”. Writing of this 
book, Keynes (1933 [1972]: 257) commented that:

Edgeworth’s peculiarities of style, his brilliance of phrasing, his obscurity of con-
nection, his inconclusiveness of aim, his restlessness of direction, his courtesy, 
his caution, his shrewdness, his wit, his subtlety, his learning, his reserve—all are 
there full-grown. Quotations from the Greek tread on the heels of the differen-
tial calculus.

Edgeworth generally distinguished between “impure” and “pure” utilitari-
anism. In the latter case, individuals are assumed to be concerned with the 
welfare of society as a whole. The former case in fact corresponds more closely 
with a short-term version of egoism. Economic exchange can usefully be ana-
lysed in terms of “jostling egoists”, but he believed that ultimately individuals 
would evolve to become pure utilitarians. A reason for believing that indi-
viduals would make such a transition was later to be developed by Edgeworth 
in the form of his contractarian justification of utilitarianism as the appropri-
ate principle of distributive justice.

Edgeworth’s early utilitarianism was influenced by his wide knowledge of 
work in experimental psychology. In his books of 1877 and 1881, there are 
many references to the work of Joseph Delboeuf, Gustav Fechner, Hermann 
von Helmholtz, Ernst Weber and Wilhelm Wundt. These references occur in 
the context of the nature of utility functions and, although Edgeworth at this 
time was not aware of the earlier work of Stanley Jevons, the same range of 
work was also cited by Jevons. In 1877, Edgeworth explicitly suggested, in 
connection with Fechner, that an additive form would not be appropriate.

A further aspect of Edgeworth’s utilitarianism is his attitude towards author-
ity. An important issue for early utilitarians involved the nature of inductive 
evidence about the consequences of acts. Most people cannot know the full 
consequences of their acts, so that rules of moral conduct must be followed 
(in contrast with intuitionism where individuals are assumed to have immedi-
ate consciousness of moral rules). In arriving at such rules, the opinions of 
highly regarded individuals are taken to be credible even though it may not be 
possible to show conclusively that they are “correct”. Edgeworth argued, for 
example, that ‘we ought to defer even to the undemonstrated dicta and opin-
ions of the wise, who have a power of mental vision acquired by experience’ 
(Edgeworth 1925, ii: 149).

Edgeworth defined the problem of determining the optimal utilitarian dis-
tribution as follows: ‘[G]iven a certain quantity of stimulus to be distributed 
among a given set of sentients…to find the law of distribution productive of 
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the greatest quantity of pleasure’ (Edgeworth 1877: 43). In treating this prob-
lem mathematically, he used Lagrange multipliers, without any explanation, 
and concluded that ‘unto him that hath greater capacity for pleasure shall be 
added more of the means of pleasure’ (ibid.). In using Lagrange multipliers, 
Edgeworth was also careful to discuss possible complications, referring to the 
possibility of multiple solutions and explicitly discussing corner solutions and 
inequality constraints.

Further complexities were then examined, where Edgeworth emphasised 
that utilitarianism implies equality of the ‘means of pleasure’ only under a 
special set of assumptions, and in the general case the prescribed solution will 
be some form of inequality. In a more general treatment of the problem, 
Edgeworth used the calculus of variations, but again provided the reader with 
virtually no help in following his mathematical argument. His analysis of the 
utilitarian optimal distribution was continued in his paper on “The Hedonical 
Calculus” (Edgeworth 1879), which was later reprinted as the third part of 
Mathematical Psychics (Edgeworth 1881).

5  Early Work in Economics

The turning point in Edgeworth’s work was his introduction to Jevons in 
1879 by a mutual friend James Sully, who in 1878 moved to Hampstead, 
London, where Edgeworth had lodgings in Mount Vernon and where Jevons 
also lived; see Sully (1918: 180, 223). Directly stimulated by Jevons’s treat-
ment of exchange, Edgeworth became interested in the problem of the inde-
terminacy of the rate of exchange, arising from the existence of only a small 
number of traders. This led rapidly to Edgeworth’s second and most impor-
tant book Mathematical Psychics: An Essay on the Application of Mathematics to 
the Moral Sciences (Edgeworth 1881), which was obviously written in a state 
of considerable enthusiasm for his new subject. Marshall’s review began, ‘This 
book shows clear signs of genius, and is a promise of great things to come’ 
(Marshall quoted in Whitaker 1975: 265). Jevons began by stating that 
‘Whatever else readers of this book may think about it, they would probably 
all agree that it is a very remarkable one’ (Jevons 1881: 581). However, this 
slim volume of 150 pages was long known only to a small group of experts, 
and it was not until the middle of the twentieth century that many of its cen-
tral ideas began to be more fully appreciated.

Part 1 of Mathematical Psychics (Edgeworth 1881: 1–15) was devoted mainly 
to a justification of the use of mathematics in economics where precise data are 
not available. There is probably no other “apology” in the whole of economic 
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literature which compares with Edgeworth’s plea for the application of math-
ematics. For example, when considering individual utility maximisation:

Atoms of pleasure are not easy to distinguish and discern; more continuous than 
sand, more discrete than liquid; as it were nuclei of the just-perceivable, embed-
ded in circumambient semi-consciousness. We cannot count the golden sands 
of life; we cannot number the “innumerable smile” of seas of love; but we seem 
to be capable of observing that there is here a greater, there a less, multitude of 
pleasure-units; mass of happiness; and that is enough (ibid.: 8–9).

Great stress was placed on comparison with Lagrange’s “Principle of Least 
Action” in examining the overall effects produced by the interactions among 
many particles. The connection with Edgeworth’s analysis of competition, 
involving interaction among a large number of competitors to produce a 
determinate rate of exchange, is central. The fact that in the natural sciences 
so much could be derived from a single principle was important for Jevons, 
but Edgeworth took this to its ultimate limit in arguing that the comparable 
single principle in social sciences, that of maximum utility, would produce 
results of comparable value. Referring to Laplace, he suggested (ibid.: 12) that 
‘“Mécanique Sociale” may one day take her place along with “Mécanique 
Celeste”, throned each upon the double-sided height of one maximum prin-
ciple, the supreme pinnacle of moral as of physical science’.

Jevons’s work in the Theory of Political Economy involved the application of 
mathematics to the analysis of exchange in competitive markets. The crucial 
development following Edgeworth’s contact with Jevons was not simply the 
realisation that mathematics can be used to examine equilibrium in exchange. 
Rather, in his analysis, Jevons explicitly assumed, through his “law of indiffer-
ence”, that all individuals take equilibrium prices as given and outside their 
control. In using this law as ‘one of the central pivots of the theory’, Jevons 
(1957: 87) stated that ‘there can only be one ratio of exchange of one uniform 
commodity at any moment’. His theory was explicitly limited to static equi-
librium conditions and Jevons excluded the role of the number of competitors 
from his analysis via the awkward notion of the “trading body”. This followed 
correspondence with Fleeming Jenkin, who could not see why two isolated 
individuals should accept the price-taking equilibrium; see Black (1977: 
166–178). However, Jevons wished to consider the behaviour of two typical 
individuals in a large market.

In a section on “Failure of the Laws of Exchange”, Jevons discussed cases in 
which some indeterminacy would result; for details of complex cases consid-
ered by Jevons, see Creedy (1992). His most notable example was house sales, 
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where it was suggested that indeterminacy would result from the discrete 
nature of the good being exchanged. A reviewer suggested instead that inde-
terminacy ‘is really owing in our opinion to the assumed absence of competi-
tion’ (Anonymous reviewer quoted in Black 1981: 157). It was this gap in 
Jevons’s analysis which Edgeworth set out to fill. He examined how competi-
tion between buyers and sellers, through a barter process, leads to a “final 
settlement” which is equivalent to one in which all individuals act indepen-
dently as price takers. As he later stated (Edgeworth 1925, ii: 453), ‘the exis-
tence of a uniform rate of exchange between any two commodities is perhaps 
not so much axiomatic as deducible from the process of competition in a 
perfect market’. Edgeworth’s highly original analysis is discussed in the fol-
lowing section.

6  Exchange, Contract and Indeterminacy

In modern economic analysis, the analytical tools invented by Edgeworth in 
1881, such as the indifference map and the contract curve, are now used in a 
vast range of contexts. They were introduced by Edgeworth to examine the 
nature of barter among individuals. He wanted to see if a determinate rate of 
exchange would result in barter situations where it is assumed only that indi-
viduals wish to maximise their own utility, considered solely as a function of 
their own consumption. Given individuals’ utility functions and their initial 
endowments of goods, would it be possible to work out a “determinate” rate of 
exchange at which trade would take place? Edgeworth’s statement is as follows:

The PROBLEM to which attention is specially directed in this introductory 
summary is: How far contract is indeterminate—an inquiry of more than theo-
retical importance, if it show not only that indeterminateness tends to [be pres-
ent] widely, but also in what direction an escape from its evils is to be sought 
(Edgeworth 1881: 20; upper case in original).

Edgeworth began his analysis by taking the case of two individuals, A and 
B, exchanging quantities, x and y, of two goods. The framework is that 
described by Jevons, where the first individual holds all of the initial stocks of 
the first good, and the second individual holds all the stocks of the second 
good. Edgeworth wrote the utility functions of each individual in terms of the 
amounts exchanged, rather than consumed. He then immediately defined the 
general (rather than additive) utility function, the contract curve and indiffer-
ence curves.
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Following Edgeworth’s introduction of the general utility function, he 
raised the question of the equilibrium which may be reached with, ‘one or 
both refusing to move further’. In barter the conditions of exchange must be 
reached by voluntary agreement, or contract, between the two parties, and of 
course it is fundamental that egoists would not agree to a contract which 
would make them worse off than before the exchange. The question thus 
concerns the nature of the settlement reached by two contracting parties. He 
immediately answered that contract supplies only part of the answer so that 
‘supplementary conditions…supplied by competition or ethical motives’ are 
required, and then wrote the equation of his famous contract curve 
(ibid.: 20–21).

The problem of obtaining the equilibrium values of x and y which, ‘cannot 
be varied without the consent of the parties to it’ was stated as follows: ‘It is 
required to find a point (x, y) such that, in whatever direction we take an infi-
nitely small step, [utilities] do not increase together, but that, while one 
increases, the other decreases’ (ibid.: 21). The locus of such points, ‘it is here 
proposed to call the contract-curve’. Edgeworth’s alternative derivations of the 
contract curve involved the movement, from an arbitrary position, along one 
person’s indifference curve. He stated, ‘motion is possible so long as, one party 
not losing, the other gains’ (ibid.: 23). Here, Edgeworth used the Lagrange 
multiplier method of maximising one person’s utility subject to the condition 
that the other person’s utility remains constant. After presenting the results for 
the two-person two-good case, Edgeworth (ibid.: 26) examined the contract 
curve in the case where three individuals exchange three goods. This involved 
an early use of determinants in economics.

The concept of the contract curve helps to specify a range of “efficient 
exchanges”. The essential feature of the analysis from Edgeworth’s point of 
view is that there is a range, rather than a unique point, so that ‘the settle-
ments are represented by an indefinite number of points’ along the contract 
curve (ibid.: 29; italics in original). At any particular settlement, the rate of 
exchange is expressed in terms of the amount of one good which is given up 
in order to obtain a specified amount of the other good. Hence, the existence 
of a range of efficient contracts means that the rate of exchange (or effective 
price ratio) is “indeterminate”. The rate achieved in practice depends on bar-
gaining strength. This result led Edgeworth (ibid.: 30) to make his often- 
quoted remark that ‘an accessory evil of indeterminate contract is the tendency, 
greater than in a full market, towards dissimulation and objectionable arts of 
higgling’.

Edgeworth argued that his analysis of indeterminacy in contract between 
two traders can be applied to a wide variety of contexts, including trade unions 
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and employers’ associations. Having shown the possibilities of indeterminacy, 
Edgeworth went on to show how ‘the escape from its evils’ requires either 
competition or arbitration. He quickly moved on to the introduction of fur-
ther traders.

In Edgeworth’s problem of two traders exchanging two goods, the defini-
tion of a range of efficient exchanges along the contract curve is analytically 
separate from the question of whether or not two isolated traders would actu-
ally reach a settlement on the contract curve, through barter. However, these 
two aspects were not clearly separated by Edgeworth because at the beginning 
of his analysis he introduced his stylised description of the process of barter: 
this is the “recontracting” process. Edgeworth did not wish to assume that 
individuals initially have perfect knowledge. Instead, he supposed that ‘there 
is free communication throughout a normal competitive field’ (ibid.: 18). 
Knowledge of the other traders’ dispositions and resources is obtained by the 
formation of tentative contracts, which are not assumed to involve actual 
transfers and can be broken when further information is obtained. Edgeworth 
introduced this in typical style, alluding to Alfred Tennyson’s poem “Maud; A 
Monodrama”: ‘“Is it peace or war?”, asks the lover of Maud, of economic 
competition, and answers hastily: it is both, pax or pact between contractors 
during contract, war, when some of the contractors without the consent of 
others recontract’ (ibid.: 17).

The recontracting process thus enables the dissemination of information 
among traders. It allows individuals who initially agree to a contract, which is 
not on the contract curve, to discover that an opportunity exists for making 
an improved contract according to which at least one person gains without 
another suffering. The importance of the recontracting process lies in the fact 
that it allows for Edgeworth’s analysis of the role of the number of individuals 
in a market. With numerous individuals, the process makes it possible to 
analyse the use of collusion among some of the traders. Individuals can form 
coalitions in order to improve bargaining strength. Recontracting enables the 
coalitions to be broken up by outsiders who may attract members of a group 
away with more favourable terms of exchange.

Edgeworth’s analysis was extremely terse. He introduced a second person A 
and a second person B, assumed to be exact replicas of the initial pair, with 
identical tastes and endowments. This simplification allows the same diagram 
to be used as in the case when only two traders are considered in isolation. 
Two basic points can be stated immediately. First, in the final settlement all 
individuals will be at a common point in the Edgeworth box. Second, the 
settlement must be on the contract curve. The first property arises because if 
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two individuals have identical tastes, their total utility is maximised by shar-
ing resources equally.

The question at issue is whether the range of indeterminacy along the con-
tract curve is reduced by the addition of these traders. Suppose with just one 
pair, the type-B trader has all the bargaining power and pushes the A trader to 
the limit of the contract curve where B obtains all the gains from trade. With 
the two pairs of traders no longer in isolation, the ability of a type-A trader to 
turn to someone else (or form a coalition), rather than deal with a single 
trader, means that the Bs now compete against each other. The stylised process 
of recontracting with the two Bs competing against each other will produce a 
final settlement with all traders at a common point on the contract curve, 
where the limit has moved inwards along the old contract curve. The analysis 
can be repeated by starting with an alternative situation whereby the As are 
initially assumed to be able to appropriate all the gains from trade. This 
extreme point would no longer qualify as a point on the new contract curve. 
Hence, the introduction of the additional pair of traders means that the con-
tract curve shrinks.

With many pairs of such traders, Edgeworth showed that a final settlement 
is on the contract curve, and looks just like a price-taking equilibrium. If there 
are multiple equilibria, the recontracting process causes the number of final 
settlements to shrink to the number of price-taking equilibria. For a discus-
sion of utility functions involving multiple equilibria, and a comparison of 
bargaining, competitive and utilitarian solutions, see Creedy (1994a).

This argument relating to the shrinking contract curve, first established by 
Edgeworth, is often referred to as the Edgeworth limit theorem; for a more 
detailed exposition, see Creedy (1986). The fact that the price-taking solution 
is necessarily on the contract curve gives rise to what is now referred to as the 
“First Fundamental Theorem” of welfare economics, that a price-taking equi-
librium is Pareto efficient. Furthermore, the use of price-taking, compared 
with recontracting, provides a considerable reduction in the amount of infor-
mation required by traders. Given an equilibrium set, individuals only need 
to know the prices of goods, whereas in the recontracting process they have to 
learn a considerable amount of information about other individuals’ prefer-
ences and endowments. However, Edgeworth placed most stress on the equiv-
alence of the competitive price-taking solution with a barter process involving 
large numbers.

Given that coalitions among traders are allowed in the recontracting pro-
cess, a price-taking equilibrium cannot be blocked by a coalition of traders, 
and the competitive equilibrium is robust. The argument that a process of 
bargaining among a large number of individuals produces a result which 
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replicates a price-taking equilibrium, allowing for the free flow of information 
using recontracting and enabling coalitions of traders to form and break up, 
is an important result that is far from intuitively obvious. The recontracting 
process can be said to represent a competitive process, and the contract curve 
shrinks essentially because of the competition between suppliers of the same 
good, although it is carried out in a barter framework in which explicit prices 
are not used (although rates of exchange are equivalent to price ratios).

The price-taking equilibrium, in contrast, does not actually involve a com-
petitive process. Individuals simply believe that they must take market prices 
as given and outside their control. They respond to those prices without any 
reference to other individuals. However, the result is that the price-taking 
equilibrium looks just like a situation in which all activity is perfectly 
co-ordinated.

Edgeworth (1881: 28) also derived, from his indifference curves, the recip-
rocal demand curve, or offer curve, of each individual, although such curves 
(introduced by Marshall as diagrammatic representations of Mill’s model of 
international trade) were then called ‘demand-and-supply curves’. Edgeworth’s 
contribution was to define offer curves in terms of indifference curves, ‘the 
locus of the point where lines from the origin touch curves of indifference’ 
(ibid.: 113). He mentioned them only briefly in the text (ibid.: 39), but the 
lack of emphasis is understandable, since in imperfect competition they are 
not relevant. When there is a lack of competition, giving rise to indetermi-
nacy, there is nothing to ensure that individuals will trade on their offer curves 
and, as Edgeworth argued, ‘the conceptions of demand and supply at a price 
are no longer appropriate’ (ibid.: 31). It is this general preference, in favour of 
the analysis of barter in non-competitive situations, to which Marshall later 
objected.

7  The Utilitarian Calculus

Having shown how indeterminacy can be removed by increasing the number 
of traders, Edgeworth turned to consider the role of arbitration in resolving 
the conflict between traders, in a ‘world weary of strife’ (ibid.: 51). The need 
for arbitration was stated by Jevons as follows:

The dispositions and force of character of the parties…will influence the deci-
sion. These are motives more or less extraneous to a theory of economics, and 
yet they appear necessary considerations in this problem. It may be that 
 indeterminate bargains of this kind are best arranged by an arbitrator or third 
party (Jevons 1957: 124–125).
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Edgeworth’s statement of the same point was as usual rather less prosaic: 
‘The whole creation groans and yearns, desiderating a principle of arbitration, 
and end of strifes’ (Edgeworth 1881: 51).

The principle of arbitration examined by Edgeworth was, not surprisingly, 
the utilitarian principle, which he had earlier used to examine optimal distri-
bution. However, the new context of indeterminacy led him to a deeper jus-
tification of utilitarianism as a principle of distributive justice. Having arrived 
at this new link between “impure” and “pure” utilitarianism, Edgeworth had 
only to reorientate his earlier analysis of optimal distribution discussed above. 
His argument involved two steps. First, he showed that the principle of utility 
maximisation places individuals on the contract curve, because the first-order 
conditions are equivalent to the tangency of indifference curves. He exclaimed, 
‘It is a circumstance of momentous interest that one of the in general indefi-
nitely numerous settlements between contractors is the utilitarian arrange-
ment…the contract tending to the greatest possible total utility of the 
contractors’ (ibid.: 53).

Edgeworth recognised that this result was not sufficient to justify the use of 
utilitarianism as a principle of arbitration. It is only a necessary condition of 
a principle of arbitration that it should place the parties somewhere on the 
contract curve. His justification of utilitarianism was as follows:

Now these positions lie in a reverse order of desirability for each party; and it 
may seem to each that as he cannot have his own way, in the absence of any defi-
nite principle of selection, he has about as good a chance of one of the arrange-
ments as another…both parties may agree to commute their chance of any of 
the arrangements for…the utilitarian arrangement (ibid.: 55).

The important point about this statement is that Edgeworth viewed dis-
tributive justice in terms of choice under uncertainty. He argued that the 
contractors, faced with uncertainty about their prospects, would choose to 
accept an arrangement along utilitarian lines. A crucial component of this 
argument, also clearly stated by Edgeworth in this quotation, is the use of 
equal a priori probabilities. The importance to him of this new justification of 
utilitarianism cannot be exaggerated. Indeed, the whole of Mathematical 
Psychics is imbued with a feeling of excitement generated by his discovery of a 
justification based on a social contract. This provided the crucial link between 
“impure” and “pure” utilitarianism in a more satisfactory way than his earlier 
appeal to evolutionary forces.

Edgeworth believed that he had provided an answer to an age-old question, 
stating, ‘by what mechanism the force of self-love can be applied so as to 
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support the structure of utilitarian politics, neither Helvetius, nor Bentham, 
nor any deductive egoist has made clear’ (ibid.: 128). Nevertheless, this argu-
ment was neglected until restatements along similar lines were made by 
Harsanyi (1953, 1955) and Vickrey (1960). The maximisation of expected 
utility, with each individual taking the a priori view that any outcome is 
equally likely, was shown to lead to the use of a social welfare function which 
maximises the sum of individual utilities. This approach is now described as 
“contractarian neo-utilitarianism”.

In discussing the utilitarian solution as a principle of arbitration in indeter-
minate contract, Edgeworth did not indicate in 1881 that the utilitarian solu-
tion of maximum total utility could specify a position making one of the 
parties worse off than in the no-trade situation. This was later made explicit 
when, after proposing arbitration along utilitarian lines, he added, ‘subject to 
the condition that neither should lose by the contract’ (Edgeworth 1925, ii: 
102). This possibility depends largely on the initial endowments of the 
individuals.

8  Later Work in Economics

After the publication of Mathematical Psychics, Edgeworth concentrated 
increasingly on mathematical statistics, in particular, on the problem of statis-
tical inference but, following his appointment to the Drummond Chair at 
Oxford, he again made important contributions to economics, although this 
work mainly involved reactions to, and discussions arising from, the work of 
other authors. This section discusses a number of these issues.

8.1  Demand and Exchange

In the Principles of Economics (1890: Appendix F) Marshall included a brief 
discussion of Edgeworth’s analysis of barter, and produced a figure showing 
the contract curve. During the following year, in the course of a review writ-
ten in Italian, Edgeworth criticised Marshall for not having dealt sufficiently 
with the problem of indeterminacy. The basic problem was that Marshall, 
using a model in which a series of trades are allowed to take place at disequi-
librium prices, believed he had shown that prices eventually settle at the price-
taking equilibrium. However, the argument was not transparent. The 
adjustment process involves moving from the initial endowment point in a 
series of trades, where trading at “false” prices is allowed at each step. The 
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process must conclude with both individuals at a point on the contract curve. 
A feature of the process is the assumption that each stage or iteration of the 
sequence involves Pareto improvements: individuals trade only if it makes 
them better off. Furthermore, it involves trading at the “short end” of the 
market, that is, the minimum of supply and demand. This arises from the 
impossibility of forcing any individual either to buy or sell more than desired 
at any price. Starting from a disequilibrium price, trade takes place at the 
short end of the market, and endowments change. At the next trading stage, 
the price of the good with an excess supply must be lowered. At each trade, 
there is a Pareto improvement. The combination of Pareto-efficient moves at 
each stage, combined with an adjustment process such that an excess supply 
leads to a price reduction, and vice versa, produces a stable process that con-
verges to an equilibrium somewhere on the contract curve. Interestingly, this 
type of sequence of disequilibrium trades was later used by Launhardt in 
examining total utility and price-taking (see Creedy 1994b).

Marshall believed that his assumption of an additive utility function, com-
bined with the assumption that the marginal utility of one good is constant 
for both individuals, guaranteed a determinate price, if the good having con-
stant marginal utility is money. This case was mentioned by Edgeworth (1925, 
ii: 317, fn. 1). The contract curve is a straight line parallel to the axis for the 
good with constant marginal utility, along which the rate of exchange is con-
stant. So the equilibrium price does not depend on the sequence of trades. 
However, Edgeworth’s point was that the total amount spent on the good 
remains indeterminate.

There was a later disagreement between Marshall and Edgeworth over the 
so-called Giffen good. In a book review, Edgeworth argued that ‘Even the 
milder statement that the elasticity of demand for wheat may be positive, 
though I know it is countenanced by high authority, appears to me so con-
trary to a priori probability as to require very strong evidence’ (Edgeworth 
1909: 105; italics in original). The authority was of course Marshall (1890: 
132), who replied directly to Edgeworth that I don’t want to ‘argue ... But...
the matter has not been taken quite at random’ (Marshall quoted in Pigou 
1925: 438). Marshall gave a numerical example involving a journey travelled 
by two methods, where the distance travelled by the cheaper and slower 
method must increase when its price increases; for details, see Creedy (1990).

It was mentioned above that Edgeworth introduced the generalised utility 
function. An implication is that it allows for complementarity, although he 
did not explicitly consider this in 1881. It was used by Edgeworth in his paper 
on the pure theory of monopoly. The concept amounts to what is now called 
gross complementarity, defined in terms of cross-price elasticities. The first 
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major criticism came from Johnson (1913), who pointed out that the crite-
rion is not invariant with respect to monotonic transformations of the utility 
function. His treatment was extended by Hicks and Allen (1934), so that the 
modern definition involves net complements in terms of compensated price 
changes. There is no symmetry between gross substitutes and complements as 
only the matrix of (compensated) substitution elasticities is assumed to be 
symmetric.

8.2  Monopoly and Oligopoly

In a paper first published in Italian in 1897, and not translated until the col-
lected Papers (Edgeworth 1925), Edgeworth examined several problems relat-
ing to monopoly. He began with Cournot’s (1838) example of the “source 
minerale” in which there are “two monopolists” (i.e. duopolists), each owning 
a spring of mineral water. It would be natural for Edgeworth to expect an 
indeterminate price in this “small numbers” context. Cournot arrived at a 
determinate solution for price and output, but Edgeworth showed that ‘when 
two or more monopolists are dealing with competitive groups, economic 
equilibrium is indeterminate’ (Edgeworth 1925, i: 116). He argued that ‘[A]t 
every stage…it is competent to each monopolist to deliberate whether it will 
pay him better to lower his price against his rival as already described, or 
rather to raise it to a higher…level for that remainder of customers of which 
he cannot be deprived by his rival’ (ibid.: 120).

Edgeworth went on to define (what are now called) reaction curves and 
isoprofit lines, for variations in prices. However, it was not until Bowley’s 
(1924) discussion that these matters began to be presented in a more transpar-
ent manner.

Edgeworth then considered the case of complementary demand within the 
context of bilateral monopoly, where the two goods are demanded in fixed 
proportions for use in the production of a further article. A feature is that he 
wrote the equations of the reaction curves and explicitly dealt with what came 
to be called conjectural variations, reflecting the extent to which one duopo-
list is expected to change price in response to changes made by the second 
duopolist. In discussing this problem, Edgeworth also introduced the concept 
of a “saddle point”, which he called the “Hog’s Back”, indicating its impor-
tance for stability.

Walras (1874: 225) had introduced the concept of the entrepreneur who 
neither gains nor loses. This result applied only to the competitive equilib-
rium, where there are no incentives for entrepreneurs to enter any industry. 
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This does not of course mean that there are no profits, in the accounting 
sense, since the returns to homogeneous units of inputs of organisation and 
management services are subsumed in the costs of the firm. Edgeworth’s criti-
cisms of this concept of the no-profit entrepreneur, reproduced in his Papers 
(Edgeworth 1925, i), recognised that with Walras’s assumptions there is noth-
ing illogical about the argument. The theory simply means that nothing 
remains, ‘after the entrepreneur has paid a normal salary to himself ’ (ibid.: 
26). Furthermore, ‘If [the general expenses] are taken into account, the argu-
ment becomes a fortiori. For why should not a substantial remuneration for 
the entrepreneur be included in the general expenses of the business’ 
(Edgeworth 1925, ii: 469–470). Edgeworth’s difference with Walras was to 
some extent “only verbal”, but he was also unhappy with the idea that entre-
preneurship is homogeneous and divisible.

8.3  Surveys of Taxation and International Values

In the 1890s, Edgeworth produced two surveys of considerable importance. 
These surveys, of the pure theory of taxation and of the pure theory of inter-
national values, were both published in the Economic Journal and subsequently 
reproduced (with alterations) in his Papers (Edgeworth 1925, ii). Each survey 
consisted of three separate parts. They represent his most serious attempts to 
produce any kind of synthesis of a branch of economic literature. Edgeworth 
began his taxation survey with the statement that ‘The science of taxation 
comprises two subjects to which the character of pure theory may be ascribed; 
the laws of incidence, and the principle of equal sacrifice’ (ibid.: 64). He then 
considered a variety of special cases and contexts of tax incidence. The frame-
work for incidence analysis is the simple partial equilibrium approach, still 
used in many basic textbooks, in which the incidence depends on the relative 
values of supply and demand elasticities.

The approach to incidence analysis actually stemmed from Jenkin 
(1871/1872), who suggested that in general the price of the taxed good will 
either remain constant (in the extreme case of inelastic supply) or will increase. 
However, this result ignores interrelationships among commodities. Edgeworth 
showed that when such interrelationships are considered, there are circum-
stances in which the price of the taxed good will fall. When discussing this 
“paradox”, Edgeworth reproduced his argument, which had in fact been 
explored in more detail in his paper on monopoly, published in Italian in the 
same year, 1897. Edgeworth first stated his “tax paradox” in the following terms:

 J. Creedy



275

[W]hen the supply of two or more correlated commodities—such as the car-
riage of passengers by rail first class or third class—is in the hands of a single 
monopolist, a tax on one of the articles—e.g. a percentage of first class fares—
may prove advantageous to the consumers as a whole … The fares for all the 
classes might be reduced (Edgeworth 1925, i: 139).

Edgeworth regarded this result as an example of a situation where ‘the 
abstract reasoning serves as a corrective to what has been called the “meta-
physical incubus” of dogmatic laisser faire’ (ibid.; see also Edgeworth 1925, ii: 
93–94). Essentially the two commodities must be substitutes in consumption 
and production, and the result arises partly because the monopolist has an 
incentive to increase the supply of the untaxed commodity. Edgeworth (ibid.: 
63) also recognised that the result could occur in competitive markets. As 
with many of Edgeworth’s original results, this tax paradox was not a subject 
of continuous development. Its main practical importance perhaps arises 
from the fact that it attracted the attention of Hotelling (1932); for further 
details, see Creedy (1988).

Edgeworth discussed the various sacrifice theories of the distribution of the 
tax burden, giving qualified support for progressive taxation. His attitude to 
taxation was similar to that of the major classical economists in that he rejected 
a benefit approach, on the argument that taxation is not an economic bargain 
governed by competition. Thus in his view the problem was to determine ‘the 
distribution of those taxes which are applied to common purposes, the bene-
fits whereof cannot be allocated to particular classes of citizens’ (Edgeworth 
1925, ii: 103). A principle of justice is thus required. His approach marks a 
crucial stage in the transition towards a welfare economics view of public 
finance, rather than using a special set of tax maxims such as those laid down 
by Adam Smith.

Not surprisingly, Edgeworth (1925, ii: 102–103) argued along neo-con-
tractarian lines that the utilitarian arrangement would be accepted by indi-
viduals who are uncertain of their own prospects and take an equal a priori 
view of the probabilities. He suggested that

each party may reflect that, in the long run of various cases…of all the principles 
of distribution which would afford him now a greater, now a smaller proportion 
of the sum-total utility obtainable…the principle that the collective utility 
should be on each occasion a maximum is most likely to afford the greatest util-
ity in the long run to him individually.
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Having established the use of utilitarianism as a principle of distribution 
justice, Edgeworth (ibid.: 103) succinctly argued that maximisation of total 
net utility reduces to the condition that the total disutility should be a mini-
mum, and hence the marginal disutility of each taxpayer should be the same.

The implication is that if all individuals have the same cardinal utility func-
tion, after-tax incomes would be equalised. Edgeworth also recognised that if 
there is considerable dispersion of pre-tax incomes relative to the total amount 
of tax to be raised, where there is, ‘not enough tax to go round’ (ibid.), the 
equi-marginal condition cannot be fully satisfied unless there is a “negative 
income tax” which raises the incomes of the poorest individuals to a common 
level. Thus, ‘the acme of socialism is for a moment sighted’ (ibid.: 104). 
However, Edgeworth immediately considered the practical limitations to such 
high progressive taxation. The following quotation illustrates one of his favou-
rite metaphors, his respect for Henry Sidgwick, his attitude to authority, his 
views on utilitarianism and the applicability of pure theory, and of course his 
unmistakable style:

In this misty and precipitous region let us take Professor Sidgwick as our chief 
guide. He best has contemplated the crowning height of the utilitarian first 
principle, from which the steps of a sublime deduction lead to the high table-
land of equality; but he also discerns the enormous interposing chasms which 
deter practical wisdom from moving directly towards that ideal (ibid.).

Among the various limitations, Edgeworth noted differences in individual 
utility functions, population effects, the disincentives to work, growth of cul-
ture and knowledge, savings, and of course the problem of evasion.

Edgeworth’s survey of the pure theory of international values contributed 
to a change of emphasis in the approach to trade theory, despite the fact that 
it contained few original analytical contributions. Indeed, he said that ‘Mill’s 
exposition of the general theory is still unsurpassed’ (Edgeworth 1925, ii: 20), 
and acknowledged further that ‘[W]hat is written…after a perusal of 
[Marshall’s] privately circulated chapters…can make no claim to originality’ 
(ibid.: 47). Edgeworth saw trade theory as an application of the general theory 
of exchange:

The fundamental principle of international trade is that general theory…the 
Theory of Exchange…which…constitutes “the kernel” of most of the chief 
problems in economics. It is a corollary of the general theory that all the parties 
to a bargain look to gain by it … This is the generalised statement of the theory 
of comparative cost (ibid.: 6).
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Thus the gains from trade are analogous to the gains from exchange in 
simple barter. Hence, trade theory is one more application of the general 
method of Mathematical Psychics. In directly applying the theory of exchange 
to that of trade, Edgeworth was content to use community indifference curves 
without clearly specifying how aggregation might be carried out. He said only 
that, ‘By combining properly the utility curves for all the individuals, we 
obtain what may be called a collective utility curve’ (ibid.: 293–294).

One of Edgeworth’s criticisms of Mill (1848) was that the latter took as his 
measure of the gain from trade the change in the ratio of exchange of exports 
against imports. Thus Mill in this case ‘confounds “final” with integral utility’ 
(ibid.: 22). The same point had in fact been made by Jevons (1957: 154–156). 
However, Edgeworth, while preferring total utility, admitted that Mill was 
not otherwise led to serious error in using his own measure.

Edgeworth’s survey was wide-ranging, though for later developments the 
most interesting parts are concerned with his elucidation of Mill’s ‘recogni-
tion of the case in which an impediment may be beneficial—or an improve-
ment prejudicial—to one of the countries’ (Edgeworth 1925, ii: 19). These 
cases would now be discussed under the headings of “optimal tariff” and 
“immiserising growth”. In the case of an optimal tariff, a country acts as 
monopolist and imposes a price which enables that country to attain its 
highest indifference curve, subject to the other country’s offer curve. 
However, this position is not on the contract curve. The detailed specifica-
tion of the optimum tariff in terms of elasticities had to wait until Bickerdike 
(1906), Pigou (1908) and the later revivals of interest in the 1940s. 
Edgeworth’s judgement of Bickerdike was that he had ‘accomplished a 
wonderful feat. He has said something new about protection’ (Edgeworth 
1925, ii: 344).

Edgeworth did not support the use of such tariffs in practice. He acknowl-
edged the possibility of retaliation. Also, for one nation to benefit itself at the 
expense of others ‘is contrary to the highest morality … But in an abstract 
study upon the motion of projectiles in vacuo, I do not think it necessary to 
enlarge upon the horrors of war’ (ibid.: 17, fn. 5). The ‘highest morality’ was, 
of course, the principle of utilitarianism.

9  Conclusion

After a varied beginning to his career, Edgeworth begin working and writing 
in economics when in his mid-thirties. In common with the majority of neo-
classical economists, he pursued an academic career as a professor of 
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economics. Indeed, in a period which saw the rapid and widespread profes-
sionalisation of the subject, Edgeworth’s academic position in Oxford was 
regarded as second only to that of Alfred Marshall. In spite of his wide range 
of reading and sympathies, Edgeworth’s work was virtually all addressed to his 
fellow professional economists. He was uncompromising in his view that eco-
nomics is a difficult subject offering only remote and nearly always negative 
policy advice. It may be said that his work was addressed to a small number of 
“fellow travellers” in the rarefied atmosphere of the “higher regions” of pure 
theory. However, Edgeworth imposed no geographical limitations and, with 
his considerable linguistic skills and international sympathies, was in contact 
with the majority of leading economists around the world.

The distinguishing feature of the neoclassical “revolution” was its emphasis 
on exchange as the central economic problem. The success of this shift of 
focus from production and distribution to exchange was closely associated 
with the fact that it had as its foundation a model based on utility maximisa-
tion. This allowed for a deeper treatment of the gains from exchange and the 
wider considerations of economic welfare. Schumpeter summarised the point 
by stating that utility analysis must be understood in terms of exchange as the 
central ‘pivot’ and ‘the whole of the organism of pure economics thus finds 
itself unified in the light of a single principle’ (Schumpeter 1954: 913). This 
is indeed the context in which Edgeworth’s work in economics must be seen. 
Schumpeter’s remark is merely a more prosaic expression of Edgeworth’s view 
quoted above that ‘“Méchanique Sociale” may one day take her place along 
with “Méchanique Celeste”, throned each upon the double-sided height of one 
maximum principle’. The central theme of Edgeworth’s work is also clear in 
his revealing statement, taken from his Presidential Address to Section F of 
the Royal Society, that, ‘It may be said that in pure economics there is only 
one fundamental theorem, but that is a very difficult one: the theory of bar-
gain in a wide sense’ (Edgeworth 1925, ii: 288).

With this perspective, the thread running through all Edgeworth’s work in 
economics can be seen. His earlier mathematical analysis, of the implications 
of utilitarianism for optimal distribution, laid the foundation for his future 
research. The transition from New and Old Methods of Ethics to Mathematical 
Psychics was not a shift in major preoccupations but rather a change of empha-
sis. For Edgeworth, distribution was seen as an important concomitant of 
exchange, so that the analysis of contract became central. Edgeworth’s empha-
sis on the indeterminacy—the inability of utility maximisation alone to deter-
mine the rate of exchange, only a range of efficient exchanges—which results 
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from the existence of a small number of traders, led to his path- breaking 
analysis of the role of numbers in competition, along with the efficiency prop-
erties of competitive equilibria.

The analysis of the utilitarian objective as an arbitration rule led Edgeworth 
directly to his social contract argument in explaining the acceptance of utili-
tarianism as a principle of social justice. It was the realisation of this justifica-
tion of utilitarianism, using his newly developed analytical tools, which 
generated the excitement that is evident in his first work in economics. While 
Mathematical Psychics developed the techniques of indifference curves and the 
contract curve within the eponymous box diagram—tools which are now 
ubiquitous in economic analysis—Edgeworth himself was driven mainly by 
his ability to link the analysis of private contracts in markets to that of a social 
contract in which utilitarianism is the “sovereign principle”. The integration 
of his analysis of barter, and the effects of the introduction of additional trad-
ers into the market, with the demonstration that the utilitarian arrangement 
prescribes a point on the contract curve of efficient exchanges and is accept-
able to risk-averse traders, was to Edgeworth nothing short of momentous.

The results are of course highly abstract. In discussing their ultimate value, 
he suggested that:

Considerations so abstract it would of course be ridiculous to fling upon the 
flood-tide of practical politics … It is at a height of abstraction in the rarefied 
atmosphere of speculation that the secret springs of action take their rise, and a 
direction is imparted to the pure foundation of youthful enthusiasm whose 
influence will ultimately affect the broad current of events (Edgeworth 
1881: 128–129).

The intellectual pleasure derived from being able to draw together so many 
different subjects of analysis, and strands of Edgeworth’s enormous range of 
learning, is clearly evident. However, it is precisely this wide field of vision, 
combined with the technical level and idiosyncratic style of writing, which 
made Mathematical Psychics so difficult for his contemporaries, and which 
continue to make the book seem so strange to the modern reader. When dis-
cussing, in Mathematical Psychics, the results of barter among a large number 
of competitors in a market, Edgeworth borrowed (without attribution) a line 
from Alexander Pope’s Essay on Man, and described the market as, ‘A mighty 
maze! but not without a plan’. This could just as appropriately be applied to 
Edgeworth’s many contributions to economics.
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12
David Hutchison Macgregor (1877–1953)

Lowell Jacobsen

1  Introduction

David Hutchison Macgregor is a member of the pantheon of British econo-
mists during the early decades of the twentieth century. The leading lights of 
this time were, of course, Alfred Marshall, the Cambridge Professor of Political 
Economy, and Francis Ysidro Edgeworth, Oxford’s Drummond Professor of 
Political Economy. Both held the two most venerable economics chairs in 
Great Britain. A.C. Pigou would succeed Marshall in 1908 and Macgregor 
would succeed Edgeworth in 1922. Like Marshall at Cambridge, Macgregor’s 
tenure at Oxford would last for 23 years. Further, Macgregor would succeed 
Edgeworth as joint editor (along with John Maynard Keynes) of the Economic 
Journal upon Edgeworth’s death in 1926, a position he held until 1934.1

The author is most appreciative of the kindness and courtesies shown by Simon Frost and Clare Trowell 
at the Marshall Library, Cambridge University, in providing access to the collected papers of Alfred 
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Though Keynes and Pigou were Marshall’s most famous students, 
Macgregor was one of Marshall’s favourites (see Lee 2011; Groenewegen 
2012). Schumpeter (1954: 833) observed that Keynes and Pigou were ‘formed 
by [Marshall’s] teaching and started from his teaching, however far they may 
have travelled beyond it’. Much the same could be said about Macgregor 
whose priority of thought was industrial economics ‘where Marshall’s origi-
nality among his contemporaries shines unrivalled’ (Raffaelli et al. 2006: xv). 
The centrepiece of Principles is arguably industrial economics. Marshall (1920: 
1) at the outset famously stated: ‘Political Economy or Economics is a study 
of mankind in the ordinary business of life’, adding that, ‘For man’s character 
has been moulded by his every-day work’ (ibid.). Macgregor notably advanced 
Marshall’s industrial economics with a masterly analysis of modern industry 
featuring ‘vast enterprises’ or what today are commonly referred to as con-
glomerates. Indeed, his 1906 Industrial Combination is a classic in the field. 
Gerald Shove (1942: 320), another dedicated Marshallian, observed that such 
enormous entities ‘find little or no place’ in Principles while their treatment in 
Industry and Trade is ‘almost entirely historical and descriptive’. (Of course, 
Industry and Trade was not published until 1919.)

Macgregor was born and bred a Scot. He was born on 10 May 1877 in 
Monifieth, Forfarshire. Macgregor was very much an “Edinburgh man” hav-
ing studied at George Watson’s College, an independent school in the city, for 
two years prior to entering Edinburgh University where he distinguished 
himself with a First Class Honours MA in Philosophy in 1898. During his 
four years at Edinburgh he studied Latin, Greek, Mathematics, Natural 
Philosophy, Moral Philosophy, Logic and Mental Philosophy. Edinburgh 
awarded Macgregor an Honorary LLD (Doctor of Laws) in 1945.

In 1898, Macgregor went on to Cambridge University for three years to 
study economics under Marshall where he again distinguished himself with 
First Class Honours in the Moral Sciences Tripos. (The Economics Tripos 
was not established until 1903.) He was elected President of the Cambridge 
Union, the famous debating society, in 1902.

After completing his degree, Macgregor stayed in Cambridge, and with 
Marshall’s financial support, lectured in economics and assisted Marshall in 
the marking of student papers. Macgregor proved to be a daunting lecturer 
and acquired the reputation as a taskmaster amongst the students. In a letter 
to his colleague Herbert Foxwell, dated 8 February 1906, Marshall wrote: ‘I 
know that Macgregor is inclined to seek out difficulties overmuch; though he 
is trying to smooth his mind out. But men who found him too hard would 
get what they want from Green [G.E. Green’s Elementary Political Economy]’. 
In a subsequent letter to Foxwell, dated 12 February 1906, Marshall added: ‘I 
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agree with you that the young men ought to do some drudgery; and I had that 
in mind when I suggested that Macgregor should give a full first years course, 
pitched rather higher than Green’s’ (Marshall to Foxwell, quoted in Whitaker 
1996, 3: 124 and 126 respectively).

In 1904, Macgregor particularly impressed Marshall with his entry for the 
prestigious Cobden Club Essay Prize. The “Subjects for Cobden Club Essays 
1904” contained a list of six subjects on economics. The list began with “The 
causes and effects of Commercial and Industrial Trusts, and the extent to 
which it is possible and desirable to introduce legislative restrictions on their 
operations” (Alfred Marshall Papers, Marshall Library, Cambridge: Section 
2/8, 1904). This was the subject Macgregor chose to address, his essay finish-
ing second in the competition with Marshall as one of the three judges. 
Marshall thought Macgregor’s essay deserved the award and exclaimed in a 
private letter that ‘its 420! typed pages contain an extraordinary amount of 
original thought’ (Marshall to Tanner, 7 December 1904, in Whitaker 1996, 
3: 98). The essay was likely the basis for Macgregor’s successful fellowship dis-
sertation for Trinity College, Cambridge, in the same year of 1904. Macgregor’s 
signature Industrial Combination was a modified version of his dissertation, 
appearing in 1906. In the book’s preface, Macgregor expressed his heartfelt 
appreciation ‘to Professor Marshall, to whom I owe my guidance in economic 
study’ (Macgregor 1906: vi).

In 1908, the year in which Marshall retired, Macgregor succeeded John 
Clapham (who returned to Cambridge) as Professor of Political Economy at 
Leeds University. This appointment was likely on the strength of the critically 
acclaimed Industrial Combination and, Marshall’s enthusiastic support. For 
someone so young as Macgregor to receive a professorship was extraordinary 
and suggested much promise for the years to come.

The Great War, however, would intervene. Despite being nearly 40-years-
old, Macgregor fought for King and Country and no less than on the front 
line in and out of the trenches for which he won the Military Cross for “exem-
plary gallantry”. The experience, including a severe head wound (and, in later 
years, the grievous loss of his wife and a daughter), would have adverse conse-
quences for his health during the remainder of his life. Most noticeably, he 
lost the ability to give his customary eloquent lectures. Austin Robinson, 
another devout Marshallian industrial economist, reflected that Macgregor ‘in 
his last years at Oxford…had somewhat lost the capacity to inspire others. 
But all this seems strange because there was real life and penetration in 
[Macgregor’s] books themselves’. Later, Robinson wrote in another letter: 
‘Macgregor was one of the ablest of Marshall’s pupils. By the time I knew him he 
was a dull dog, but he had been a very different sort of person when young’ 
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(Robinson to Lee, 6 September 1980 and Robinson to Hubback, 9 July 1982 
respectively, Austin Robinson Papers, Marshall Library, Cambridge University: 
Section 2/6).

In 1919, Macgregor became the Stanley Jevons Professor of Political 
Economy at Manchester. Just two years later, he was invited by the electors to 
take up the Drummond Professorship of Political Economy at Oxford, this 
without even having made a formal application. Those who did apply included 
Edwin Cannan, who was at the time the leading professor at LSE. Macgregor 
would hold the Drummond Chair until his retirement in 1945. He was suc-
ceeded by fellow Scot and Cambridge man, Sir Hubert Henderson, followed 
by John Hicks, who would later become a Nobel Laureate.

Sadly, in 1953, Macgregor tragically died in a street accident in Oxford. 
May he be long remembered as far from being a “dour Scot” as ‘his friends 
will never forget the light which seemed to come from within his handsome 
Scots features and the kindly humour which he never lost. Those who talked 
with Macgregor generally came away feeling they had been with a great man’ 
(Andrews 1953: 346).2

2  In and Out of Marshall’s Shadow

Peter Groenewegen (2012), the late eminent Marshallian scholar, wondered 
if possibly Joseph Shield Nicholson, Edinburgh Professor of Political 
Economy, advised Macgregor upon finishing his MA degree at Edinburgh 
to go to Cambridge to study with Marshall. After all, Nicholson was also an 
outstanding student of Marshall as he had won the Cobden Prize as well as 
received First Class Honours in the Moral Sciences Tripos. Though quite 
plausible, this possibility is nevertheless speculative, as Groenewegen admit-
ted. Interestingly enough, Macgregor during his second year at Cambridge 
did cite in his own handwritten “Student Assessment” (including his signa-
ture) Nicholson’s Political Economy and Money and Monetary Problems as 
books he had read (Alfred Marshall Papers, Marshall Library, Cambridge: 
Section 2/5, 1899). However, first, Macgregor (1942: 313), on the cente-
nary of Marshall’s birth and writing in the capacity of one of his former 
students, referred only to Professor John Stuart Blackie, Professor of Classics 
at Edinburgh, and not Nicholson. Secondly, Macgregor reflected that 
‘Principles is the first book on economics I ever read’ (ibid.). Moreover, he 

2 In addition to Andrews’ poignant obituary of Macgregor, other biographical sources consulted for this 
section include Lee (1989, 2011), Groenewegen (1995, 2012), Whitaker (1996) and Cristiano (2011).
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added that it was the only economics book that needed to be studied at 
Cambridge. Apparently, not even Adam Smith’s Wealth of Nations was 
required reading!

Macgregor (ibid.: 314) vividly expressed the following: ‘We were soaked 
and stewed in the theory of Value’. Nevertheless, he recalled there was no easy 
route, including reading Economics of Industry, to properly comprehending 
Principles as ‘you had to master it yourself ’ (ibid.: 313). In his remarkable 
memoir of Marshall, Keynes echoed Macgregor’s sentiments in that despite its 
‘pervading charm’ (Keynes 1924 [1972]: 212), Principles required ‘much 
study and independent thought’ (ibid.) by the reader; there were no shortcuts 
to discovering the knowledge and insights ‘in the concealed crevices’ (ibid.) of 
Marshall’s masterpiece. Yet, as Keynes added and Macgregor certainly appre-
ciated, Principles is brimming with ‘suggestions, starting points for many 
investigations’ (ibid.: 370), as well as being stocked with analytical tools to 
apply to economic reality.

Macgregor (1942: 313) reminisced that Marshall’s lectures were of little aid 
to understanding Principles as they were intended to stoke interest, not 
enlighten. Marshall could be quite mischievous and after speaking for a time 
in what sounded reasonable and measured, with ‘perfect gravity’, he would 
suddenly stop and exclaim: ‘All I have been saying up to now is perfect 
nonsense[!]’.

Like nearly everyone around Marshall, Macgregor was in awe of his tower-
ing intellect. In thinking back to Marshall’s last lecture that Macgregor and 
other ‘colts in the stable’ (including Keynes) attended, Macgregor (ibid.: 314) 
with the utmost gratitude, respect and admiration remarked: ‘Then, as always, 
his sense of dignity was great; also his impression of authority; he could not 
help knowing that there was as nearly as possible nobody else in the economic 
leadership’. Even Keynes (1924 [1972]: 198) in his memorial acknowledged 
that near the end of the nineteenth century there was no one close to Marshall’s 
stature, reigning as the authoritative figure in economics until the end of his 
life. Keynes (ibid.: 222), of course, memorably exalted that ‘Marshall was the 
first great economist pur sang that there ever was’ as he dedicated his life to the 
elevation of economics to a science.

Macgregor (1942) proceeded to dispassionately offer an incisive, balanced, 
constructive critique of Principles. He did so with an adroit, contextual analy-
sis featuring numerous intellectual influences, including both obvious (e.g. 
Smith, Ricardo, Mill and Jevons) as well as obscure (e.g. Whewell, Moffatt 
and Jenkin) figures in the history of economic thought. Macgregor’s thor-
oughness went so far as to gently chastise Marshall for his neglect in not citing 
some notable influences, including the eminent psychologist Alexander Bain 
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(whom Jevons had cited). For example, he illustrated (including with some 
mathematical detail) the evolution of the price elasticity of demand, com-
mencing with Whewell (whom Marshall did not cite) in the early nineteenth 
century. Jevons, despite being aware of the concept, chose to ignore, not 
appreciating its importance. Cournot embraced it while others, including 
Mill, recognised it but did not give it a name. Further, Marshall did not 
include it in Economics of Industry; however, he would feature it in 
Principles, deploying both algebraic and graphical expression. Macgregor 
went on to note that in Industry and Trade, demand elasticity was described by 
Marshall as ‘a gradual and sometimes uncertain process’ (ibid.: 316).

Macgregor (ibid.) gave equally detailed attention to some of the other key 
concepts in Principles, including consumer surplus, substitution, decreasing 
costs and the representative firm. He also supported Marshall’s resistance to 
the idea of pure or perfect competition in preference for ‘free’ competition as, 
no matter how competitive an industry might be as reflected in the movement 
towards normal price, firms would maintain at least some degree of monopoly 
power typically in recognition of custom or goodwill. As such, equilibrium 
occurs where price equals average cost, which does not necessarily mean mar-
ginal revenue equals marginal cost. Macgregor agreed with Marshall that the 
typical business, despite likely possessing an element of monopoly, is condi-
tioned by competition in setting its price as it prefers to maintain, rather than 
myopically take advantage of, customer goodwill. In keeping with Marshall, 
Macgregor warned that analytical rigour had its limitations; in the case of the 
profit maximisation rule, for example, ‘it is possible to work this principle too 
hard’ (ibid.: 320). Some relaxation of determinateness may be justified to 
ensure relevance.3

Macgregor constructively defended Marshall’s representative firm for not 
being simply a necessary abstraction to reconcile increasing returns with long- 
period equilibrium. Such a firm could be identified in any industry as one 
that provided price leadership given its normal costs. Yes, some firms would 
have lower costs whilst others have higher costs. This firm was not the mar-
ginal firm that entered a market given the signal of price exceeding average 
cost. But, of course, Marshall’s introduction of the representative firm could 
well be (and has been) interpreted as an abstraction as Marshall (1920: 316) 
somewhat misleadingly explained that real firms are either at any given 
moment in ascendancy or decline, ‘constant rise and fall’. At the same time, 

3 Hicks (1939: 84), in stark contrast, warned that in order to uphold perfect competition and its determi-
nate equilibrium, unrealistic assumptions were necessary as ‘it must be remembered that the threatened 
wreckage is that of the greater part of economic theory’.
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Marshall (ibid.: 318) goes on to explain that the representative firm of an 
industry is identified after ‘a broad survey’ of the companies in an industry—
including those that are joint-stock, ‘which often stagnate, but do not readily 
die’ (ibid.: 316)—recognising the extent to which such organisations have 
realised both internal and external economies. A representative firm could 
hardly be the nascent company at the margin as it has probably enjoyed ‘a 
fairly long life, and fair success’ (ibid.: 317). Later in Principles, Marshall 
(ibid.: 367) argued that the representative firm is that which is found in the 
fiction of a stationary state of long-period equilibrium where everything is 
constant, including firm size, internal and external economies, and produc-
tion. However, Marshall likely ‘worked this principle too hard’ as well given 
the admission that the long-period representative firm is an ‘extreme’ (ibid.: 
349), indeed an abstraction, where the law of constant returns matches value 
with production cost.

Macgregor acknowledged the broad criticism of Marshall’s treatment of 
industry structure as out of date and naive especially given the instabilities 
associated with the rise of trusts and cartels. As Macgregor (1942: 322) 
explained:

Consider the items. The small firm is, by a good margin, inefficient, but it is 
supported by the external economies which are associated with large-scale 
production. Its place is, to offer a ladder for the rise of new men in search of 
capital, and is, on the whole, expensively retained with that offset. The private 
firm has the inherent disadvantage of exhaustion of the business ability which 
creates it, its rise and fall, like the trees of the forest, being described as a normal 
result. In spite of the vivid picture of the alert business man, the result appears 
socially wasteful, since the qualities of such private enterprise are not main-
tained from one generation to another. If, to avoid this decadence a Joint-Stock 
Company is formed, that “stagnates but does not decay”. Co-operation is mainly 
suited to retail trade, and public enterprise to local services, and transport.

Interestingly, Marshall was fully aware that Principles did not effectively 
address the evolving nature of industry in which the amalgamation of large 
businesses (viz. joint-stock companies) into ‘vast enterprises’ transformed the 
structure of industries. Beginning with the fifth edition of Principles pub-
lished in 1907, Marshall (1920: xiv) candidly acknowledged in the preface 
that industrial conglomerates such as trusts ‘cannot be fitly discussed in a 
volume on Foundations: they belong to a volume dealing with some part of 
the Superstucture’. Such vast and complex enterprises as trusts with intricate 
interdependencies required a separate, comprehensive analysis that Marshall 
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was working on but which would not appear in print until 1919. This, of 
course, would be Industry and Trade, what Marshall referred to as a “continu-
ation” of Principles as noted in the 1920 eighth edition. In “The Theory of 
Monopolies”, Chapter XIV, Book V, Marshall (1920: 477) stated: ‘In a later 
volume a study will be made of the Protean shapes of modern trade combina-
tions and monopolies, some of the most important of which, as for example 
“Trusts”, are of very recent growth’. The substance of this statement was intact 
from the first edition to the eighth. Only the first four words replaced ‘At a 
later stage’, beginning in the fourth (1898) edition (see Guillebaud 1961: 534).

Marshall (1920: 417, fn. 1) regarded industrial combination such as a trust 
to be a rather incoherent ‘semi-monopolistic business aggregate [that] is often 
“over-capitalized”’ and complex, thereby highly confounding in relation to 
Principles where firms are quite normal and hence subject to analysis (particu-
larly, dynamic partial equilibrium) where uniformities are logically deduced. 
To be sure, Principles is about principles. Though Marshall (ibid.: xiv) famously 
wrote that, ‘the Mecca of the economist lies in economic biology’ (where 
complexity and change rules), Principles is necessarily ‘a volume on Foundations 
[which] must therefore give a relatively large place to mechanical analogies; and 
frequent use is made of the term “equilibrium”’ which requires that ‘predominant 
attention [is] paid…to [the] normal conditions of life’, including that of indus-
try (italics added).

Marshall (ibid.: 304), although he did not significantly address the novel 
challenges of ‘giant businesses’, including joint-stock companies and trusts in 
Principles, acknowledged that such attention was nevertheless ‘urgent’, par-
ticularly in understanding how such sizeable enterprises with far-reaching 
scope are managed. Further, he expressed amazement at how quickly innova-
tions of process and technique as well as management acumen could be intro-
duced. This was particularly so in the United States where industrial 
combinations featuring trusts first emerged.

Shove (1942), in his equally authoritative critical assessment of Principles in 
observance of Marshall’s centenary birth, more than echoed Macgregor in 
arguing that the book is obsolete notably with regard to modern industry 
structure. Though Shove applauded Principles for it ‘stands with Smith’s 
Wealth of Nations and Ricardo’s Principles as one of the three great watersheds 
in the development of economic ideas’ (ibid.: 313), it failed to effectively 
address the middle ground between free competition, featuring atomic com-
petition and pure monopoly. The trees in the forest analogy seemed less than 
satisfactory as large enterprises grew even larger in both scale and scope and 
became even more dominant and undeterred by old age. Shove (ibid.: 320) 
enumerated many aspects of modern industry informed by industrial 

 L. Jacobsen



291

combination that Marshall’s theoretical framework was ill-equipped to 
address, including: the conflict of interests within the firm; the interpenetra-
tion of interests between firms through interlocking directorates, sharehold-
ings, subsidiary concerns and the like; the domination of an industry by a few 
large units; and the inter-mixture of public and private control as seen in the 
various types of semi-public corporation and of regulating boards and other 
devices.

Too many complexities, too much instability, too many market imperfec-
tions and, perhaps, too much indeterminateness. Maybe there was a limit to 
Marshall’s ‘restless quest after realism’ combined with a diminished ability to 
apply the mechanical or even biological approaches to economic develop-
ment. Moreover, by 1919 when Industry and Trade was finally published, 
Marshall’s influence had considerably waned with the “years of high theory” 
approaching. Industry and Trade proved too little, too late or perhaps, more 
aptly, too much, too late as this ‘continuation’ volume of Principles was 875 
pages of small print. Marshall’s health issues associated with old age and the 
distractions of the Great War delayed Industry and Trade by some six years. 
Keynes (1924 [1972]: 228) argued that the volume’s three books would have 
been better published separately. Nevertheless, despite its descriptive and his-
torical emphasis, the volume, particularly Book III, served to highlight the 
evolution of industrial combination. The matter of trusts caused Marshall the 
‘greatest trouble’ (Whitaker 1990: 220) in terms of his biological life-cycle 
analysis as maintained in Principles.

Macgregor’s work on trusts and cartels dating back to his studies under 
Marshall, fellowship dissertation and the highly regarded Industrial 
Combination first published in 1906 was never explicitly referenced in the 
fifth (1907) through eighth (1920) editions of Principles. Nor is there any 
evidence of correspondence between Marshall and Macgregor after 1908 
when Macgregor left Cambridge for Leeds (see Whitaker 1996). Marshall, 
nevertheless, should not be thought to have slighted Macgregor. In the preface 
of the fifth through eighth editions, Marshall (1920: xiv) admitted that trusts 
‘cannot be fitly discussed in a volume on Foundations’. Starting with the pref-
ace to the sixth (1910) edition, Marshall (ibid.: xiii) newly emphasised that 
Principles was concerned with ‘normal’ behaviour where ‘economic evolution 
is gradual’ and where progress is ‘never sudden’ and the businessman is a crea-
ture of ‘habit, partly conscious, partly unconscious’. The ‘manifestations’ of 
large businesses featuring trusts, however, were conveniently thought rather 
‘spasmodic, infrequent, and difficult of observation’, hence not ‘representa-
tive’ and thereby not amenable to complete economic analysis at least by that 
offered in Principles. Such a ‘special examination’ of trusts and other 
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amalgamations was contained in Industry and Trade, which appeared a year 
before the eighth edition of Principles.

Marshall’s Industry and Trade was, to be sure, influenced by Macgregor’s 
Industrial Combination (see Giocoli 2012). Indeed, Macgregor was explic-
itly cited in Industry and Trade and positively so. In Book III, “Monopolistic 
Tendencies…”, Chapter XI, “Aggregation…”, Marshall (1919: 577) began 
by saluting ‘several excellent accounts’ of ‘giant businesses’ with Industrial 
Combination being listed first. (Interestingly, in the index, ‘Macgregor, Prof 
577n’ rather than ‘Macgregor, D.H. 577n’, is recorded, suggesting a certain 
level of respect.) Marshall’s personal annotated copy of Industrial 
Combination (which is held at Cambridge’s Marshall Library) shows that he 
conducted a careful read of the volume. The notes are very specific and sup-
portive. To the extent that they are critical, the criticism is primarily lev-
elled, not against Macgregor, but his sources. For example, in Macgregor’s 
application of Cournot’s mathematics, Marshall wrote in the margin: 
‘C. made a mistake’. Elsewhere, Marshall wrote: ‘I hold Walker to be sub-
stantially wrong on this point’. Finally, although, as noted, there is no evi-
dence of any written correspondence between them, Macgregor did attend 
Marshall’s last lecture as Cambridge Professor of Political Economy as well 
as his funeral.

Macgregor’s writings reflected Marshall’s enduring inspiration and guid-
ance. Industrial Combination was likely motivated in part by Marshall’s 
Presidential Address to the Economic and Statistics Section of the British 
Association in Leeds in 1890 entitled ‘Some Aspects of Competition’. In this, 
Marshall focused on the ‘action of competition and…the attitude of econo-
mists towards it’ (Marshall 1890 [1925]: 256). In doing so, he made clear his 
appreciation that combinations, including trusts, were encouraged by the law 
of increasing returns and artificially so by tariff protection, particularly in 
America. The nature and scope of competition fundamentally altered in 
favour of combination, hence the tendency towards monopoly. Yet, industrial 
reorganisation in the form of trusts could falter and break up if they charged 
too high a price as both existing and potential rivals, including other trusts, 
would act as countervailing forces offering products at lower prices or better 
quality or both.

Trusts, initially at least, are a confederation of typically joint-stock compa-
nies fused together by limited contract rather than absorbed by ownership 
consolidation. Marshall (ibid.: 271) explained: ‘Trusts have very many forms 
and methods, but their chief motive in every case is to take away from the 
several firms in the combination all inducements to compete by indirect 
means with one another’. Should there be a tendency towards permanent 
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consolidation whereby competition is unduly constrained, government might 
well intervene, though not to the extent of managing companies. More than 
likely, the tendency towards consolidation was actuated by the centralisation 
of executive power over time. For Marshall, this was how both American and 
British economists viewed the growing concern over combination.

Marshall advised much patience and forethought before government chose 
to intervene. First, he had much faith in both actual and potential competi-
tion to discipline growing monopoly power. Second, he understood that there 
is a fine line between intervention and management, which is easily crossed, 
particularly by a government agency prone to act. Further, the State control 
of industries turns private firms into ‘semi-public concerns’ that are ipso facto 
unnatural and risk forfeiting increasing returns and wider economic progress. 
To quote Marshall (ibid.: 275; italics added): ‘We believe that a private com-
pany which stands to gain something by vigorous and efficient management, 
by promptness in inventing, as well as in adopting and perfecting improve-
ments in processes and organisation, will do much more for progress than a 
public department’. He added that governments should be particularly cir-
cumspect before intervening in industry as the law of increasing returns is 
dynamic and not easily realised in terms of delivering future benefits to con-
sumers, not just in terms of lower prices but product improvements. Marshall, 
however, emphasised that nascent, small entrepreneurial firms were a requisite 
‘superior inventive force’ that would preserve or, if need be, restore free com-
petition and, intrinsically, the freedom of individualism in the long period.4

Marshall (ibid.: 283) had reservations about socialism, particularly in 
Germany at the time, arguing that socialists ‘think too much of competition 
as the exploiting of labour by capital, of the poor by the wealthy, and too little 
of it as the constant experiment by the ablest men for their several tasks, each 
trying to discover a new way in which to attain some important end’. He also 
questioned whether or not a socialist perspective, although admirably 
expressed with a ‘generous heart’, would allow for ‘serious contributions to 
economic science’ (ibid.: 284). Specifically, in addressing the determinants of 
real wages and the causes of their possible suppression, Marshall made the 
plea for much greater attention to and analysis of industrial combination by 
economists whereby government officials and indeed the public would be 
enlightened of its impact on workers, competition and the economy.

4 Marshall (1919: 581) did argue that ‘small business must be out of place in the new age: for that belongs 
to large business’. Yet, he remained optimistic that ‘an enterprising man, who sees his way to fitting the 
work of a small business into the large frame of national industry, may render as high service to the coun-
try now as ever’ (ibid.: 582).
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Marshall concluded in his 1890 Presidential Address: ‘Thus the growth of 
combinations and partial monopolies has in many ways increased, and in no 
way diminished, the practical importance of the careful study of the influ-
ences which the normal forces of competition exert on normal value’ (Marshall 
1890: 288). Such growth was at a much more rapid pace than previous evo-
lutionary changes in industry organisation, in turn fostering greater complex-
ity. As a result, Marshall emphatically called forth considerable economic 
investigation and analysis of combinations as the need was no less than ‘urgent’ 
(ibid.: 291).

Industrial Combination was a pioneering work by which ‘it is doubtful if 
the general problem of industrial combination has ever been better surveyed’ 
(Andrews 1953: 348). Moreover, it was highly influential in the field of indus-
trial economics ‘for nearly a quarter of a century after its publication’ (Lee 
1989: 23). Ronald Coase (1936: 133), who would later become a Nobel 
Laureate, in reviewing the volume’s reprint three decades after its first publica-
tion, praised Industrial Combination as ‘the standard work on its subject’. 
Coase noted that Macgregor provided a detailed account of the complexity 
and analytical rationale for combinations, recognising the otherwise underap-
preciated role of external economies which of course the pure theory of stan-
dard economics had neglected. However, Coase expressed some regret, not 
that Macgregor would resurrect Marshall’s representative firm in the form of 
a ‘representative organisation’ as an analytical device or ‘method’, but rather 
that he did so when, following Marshall’s death in 1924, the representative 
firm would come under attack and be abandoned in value theory and indeed 
the industrial economics literature. Coase would add, albeit with the utmost 
admiration, that Macgregor’s book was not always an easy read as ‘Professor 
Macgregor is too aware of the nature of questions he poses to give simple 
answers. Moreover, there is a wealth of meaning in every sentence and one is 
liable to miss qualifications or only to see their import after many readings’ 
(ibid.: 135). High praise indeed.5

Henry Macrosty (1907) also offered a persuasive, indeed authoritative, 
endorsement of Industrial Combination in his review. Macrosty’s 1907 Trust 
Movement in British Industries was rated second to Macgregor’s volume in 
significance by Marshall (1919: 577) with respect to industrial ‘aggregations 

5 In Coase’s Nobel Lecture, “The Institutional Structure of Production”, he lamented the dominance of 
price theory and its refined abstraction focusing on price and output whereby firms’ organisational struc-
tures are unnecessary. Coase (1991 [1994]: 5) stated: ‘The firm in mainstream economic theory has often 
been described as a “black box”. And so it is. This is very extraordinary given that most resources in a 
modern economic system are employed within firms, with how these resources are used dependent on 
administrative decisions and not directly on the operation of a market’.
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and federations’. Macrosty highly approved of Macgregor’s ‘representative 
method’ of employing a framework rather than a model that allows analysis 
featuring assiduous detail and consequential insights to the organisation of 
combinations. Macgregor, for example, recognised that enormous enterprises, 
with or without being a combination ipso facto embody monopoly power, 
but may or may not be monopolies. Such distinctions matter in terms of 
method and results as well as policy. Macrosty (1907: 105–107) applauded 
Macgregor for having ‘written a very good book’, one that is ‘very interesting’ 
as well as ‘a thoroughly useful piece of work’. He noted that the book is ‘full 
of suggestive criticism’ and ‘praised’ it for its examination of the causes of 
combinations.

Garrett Droppers’ (1907) review of Industrial Combination was, however, 
less than glowing in comparison to those by Coase and Macrosty. He acknowl-
edged Macgregor’s skilful analysis of the evolution of modern industrial 
organisations and how this filled a gap in the work of Marshall. This aside, 
Droppers felt that the volume was left wanting in terms of additional, more 
compelling explanation for the inception and growth of trusts. This he found 
the ‘least satisfactory portion’ (ibid.: 121) of the book. Though Droppers con-
sidered Industrial Combination to be a fair and balanced treatment which ‘is 
wholly admirable’ (ibid.: 122), he concluded that it suffered from the ‘serious 
handicap’ of being too theoretical, ‘as if [Macgregor] did not see the wood for 
the trees’ (ibid.: 122). This criticism is perhaps rather harsh and misplaced as 
Macgregor’s approach was steeped in Marshall’s organon, featuring a combi-
nation of inductive and deductive analysis (rather than theory), blending con-
temporary and historical concrete facts with a priori reasoning.6 Consider the 
following passage from Macgregor (1906: 30):

But, so far as productive efficiency alone is concerned, this is not the case for all 
trades, and special circumstances must decide the possibilities of economies on 
this basis. Thus combinations of dealers are difficult to maintain, because they 
take slight risk of fixed capital, and a competitor can start easily, if he can obtain 
only a good-will which rests largely on personal causes. The Cordage combina-
tions had a chequered history because it was “very easy” for a rival to start. A 
capital of 200,000 dollars is adequate for a representative salt factory. The distill-
ing trade is specially liable to periods of overproduction, because the cost of 
establishing a distillery of reasonable size is slight, a distillery consuming 1500 

6 Marshall preferred analysis over theory with pure theory, in his view, having no place in economics. In 
a letter to Foxwell (25 January 1897 in Whitaker 1996, 2: 178), Marshall wrote that in economics, ‘I do 
not think there is any “theory” to speak of: & analysis is unprofitable when separated from the study of 
facts’. Marshall was willing to accept all investigative methods, including induction, deduction, and the 
use of history, provided they were used constructively.
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bushels per day being on a good competitive basis. The Doscher refineries, with 
a capacity of 3000 barrels per day, claim to run as cheaply as the Trust with its 
capacity of 45,000; and this is admitted by the Trust. The Wire Nail Pool of 
1895–1896 was broken, because “with 10,000 dollars and six weeks’ time any 
one can become a manufacturer of wire nails”. Similar evidence was given for 
Tin-plate and other industries.

Macgregor’s Industrial Combination was first published in 1906, a time 
when the aggregation or amalgamation of gigantic businesses was still the 
exception and the subject of few economic studies. Even though exceptional, 
combinations made a pronounced adverse impression on the psyche of gov-
ernment officials, in particular, as trusts and cartels were possibly perilous 
by-products of tariffs and other artificial interferences. Such ‘vast enterprises’ 
led by industrial magnates (e.g. Carnegie and Rockefeller) were perceived to 
have heralded the decline of capitalism, if not the so-called March into 
Socialism. Government intervention could after all be the logical and desired 
response to such powerful capitalist elites. Veblen (1904) frequently referred 
to industrial powers as ‘parasitical’. Marshall (1920: 495) even warned that 
‘monopolistic cartels’, in particular, were ‘treacherous’. Economic welfare 
could be at risk.

Macgregor (1906: v), at the outset of his magnum opus, regarded industrial 
combinations as the ‘most pressing question of industrial organisation’. He 
believed that trusts and other combinations do not necessarily lead to social-
ism, a view that contrasted with Macrosty’s 1904 Trusts and the State. 
Combination is defined by Macgregor as a type of commercial enterprise in 
which there is unified control across select firms—that is, ‘many parts but one 
common control’ (ibid.: 2). Combination is an organisational result of a his-
torical process. Expansion in both domestic and foreign markets with an eye 
on global rivals in the late nineteenth century was typically the motivation or 
objective. Though such combinations would have enormous scale under nat-
ural evolving conditions, they should not be feared as ‘treacherous parasites’.

Macgregor employed Marshall’s representative firm to remind the reader 
that internal scale economies alone should not be the sole criterion of effi-
ciency; indeed, external conditions also needed to be considered in determin-
ing the limits to growth. In the case of combinations, the efficient firm was 
dependent on the readjustment of the combined firms’ relations. ‘Combination 
may be the “representative method” of organisation in the twentieth century’ 
(ibid.: 4). Combinations rather than independent firms alone were the new 
natural form of competition that had evolved. Hence, combinations should 
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not be thought of as monopolies. The extent to which combinations enjoy 
growth as they outcompete rivals is paradoxically a measure of vibrant com-
petition. Macgregor (ibid.: 6) noted that the situation is akin to one where 
‘moral laws are of no effect in Paradise’! He thereby concluded that a new 
economic analysis was needed for a modern age in which laissez-faire should 
no longer be thought of as free competition featuring independent, atomic 
firms acting in accordance with the invisible hand. Competition needed to be 
understood in various ways as the method of organisation of industry had 
evolved to where productive efficiency was but one of many factors to con-
sider. This was entirely natural, not artificial, in a new century.

Macgregor (ibid.: 16; italics in original) prescribed an analytical frame-
work, rather than model, by which to examine ‘what possibilities combina-
tion has of becoming the “representative method” of industrial enterprise’. 
Frameworks are preferable when many variables are importantly involved in a 
dynamic process wherein the precision of equilibrium has no place. Profit 
maximisation is no longer the sole objective, if an objective at all. Frameworks 
permit the economist to methodically and meticulously assess the firm in the 
context of its other-than-simplistic, evolving competitive environment. Firms, 
particularly ‘vast enterprises’, behave intentionally whilst they navigate a 
course of action in coping with various competitive forces. Being strategic 
reflects intent and an ability to proactively secure and sustain what Macgregor 
(ibid.: 4) coined ‘competitive advantages’ over continuous, not discrete, points 
in time.7

Macgregor’s (ibid.: 13) comprehensive framework for analysing industrial 
combinations is composed of four ‘factors of competing strength’, including 
productive efficiency, element of risk, bargaining strength with buyers and 
suppliers, and resources, which considers a firm’s strategy and tactics with 
regard to its rivals. Efficiency alone was viewed as entirely insufficient in try-
ing to understand modern industry. The economic variables of price and 
quantity are severely, if not absurdly, limited in appreciating competition. 
Each of these factors is addressed with considerable care and detail, ever mind-
ful and respectful of the prevailing economic doctrine and its limitations. 
With Marshallian flair, Macgregor’s framework is presented with an admix-
ture of detailed facts and analysis which provides an informative, if not com-
pelling, cognisance of industrial combination.

First, the growth of a combination’s productive efficiency is a function of 
both internal and external economies. External economies are derived from 

7 Competitive advantage is the central concept in strategic management, a discipline that emerged in the 
1960s and, to be sure, one with Marshallian roots (see Jacobsen 2013, 2015).
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various entities acting in cooperation. Such entities account for the organisa-
tion of economic activity and include communication, transportation facili-
ties, financial services and information networks. They collectively serve as an 
industry infrastructure and one with excess capacity wherein combination 
may naturally emerge. Further, there is what Macgregor coined ‘collective 
supply’ (ibid.: 21) in which independent firms within the same trade operate 
in close proximity and benefit from shared interests and intimate informal 
relationships which generate economies of localisation. This is the preliminary 
stage before combination. Management is pivotal for realising productive effi-
ciency particularly given the competition from other producer combinations 
which is more acute than that from independent producers. Combination is 
a stern test of management but also one that develops their capabilities given 
the broader, more elaborate, scope of combination.

Secondly, risk as it pertains to fluctuations and uncertainty must not be 
overlooked. Of course, capital is at risk. Yet, combinations are also ‘specially 
provocative’ of competition (ibid.: 63). Lateral integration may be a defensive 
measure to ameliorate risk whilst vertical, especially forward, integration may 
increase risk as the ‘risks of one industry are heaped upon the special risks of 
combination in another; the whole structure is liable to be unwieldy and inor-
ganic’ (ibid.: 65). Risks fall into two categories, namely static and dynamic. 
The former applies to interrelationships with other producers and customers. 
The latter is concerned with the uncertainties introduced by product and pro-
cess innovation. Combination is a reaction to, as well as a creator of, risk. 
Hence, appropriate market knowledge, vision, and especially the ability to act 
decisively are required.

Thirdly, the bargaining strength of buyers and suppliers may matter when-
ever at least some element of monopoly exists. It may matter a great deal when 
combination exists. Macgregor took exception to the prevailing wisdom that 
the buyer at each stage from the production of raw materials to the purchase 
of final goods has the upper hand in terms of bargaining power. He (ibid.: 68) 
observed: ‘This theory is paradoxical; it would give the conclusion that the 
persons whose bargaining strength is normally greatest are those who do not 
bargain at all—the final consumers of goods, or the general mass of the peo-
ple’. Such misunderstanding of ‘real conditions’, for example, does not allow 
for the recognition of consumers’ associations and cooperatives that exist to 
empower the buying public who would otherwise be at a disadvantage in 
negotiating purchasing terms, including price. Macgregor further recognised 
Edgeworth’s analysis wherein combinations are responsible for indeterminate-
ness as they have the advantage as both buyer and supplier. He countered that 
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this is not consistent with the evidence. Rather, ‘great organisations’ are 
engaged in robust competition with each other as they leverage decreasing 
costs in a quest for increased market share. Hence, they will concede bargain-
ing power to both their suppliers and buyers by offering concessions. ‘Relative 
fewness’ (ibid.: 69) is too simplistic in determining bargaining strength. Both 
context and time matter. Somewhat surprisingly, perhaps, Macgregor’s analy-
sis of bargaining included the use of several graphs depicting comparative 
static analysis with respect to the consideration of increasing and decreas-
ing costs.

Fourthly, the factor of resource pertains to what Macgregor labelled ‘costs 
of competition’ as opposed to ‘costs of production’. Costs of production per-
tain to normal or operational activities that do not alter the behaviour or 
strategic position of rivals. Costs of competition, for example, advertisements 
directed at a rival, however, are strategic as the objective is to tilt the competi-
tive landscape in an enterprise’s favour. Methods of bargaining may advance 
to resource status if there is a change in normal bargaining power. Such a 
change is reflected in an alteration of the strategic position of rivals. Integration, 
both vertical and horizontal, as a strategy that is either defensive or offensive 
in purpose and which affects the strategic reconfiguration of rivals also falls 
into the category of resource.

Macgregor (ibid.) then turns to the causes of combination concerning 
both trusts and cartels. This was a subject that had hitherto received insuf-
ficient attention by economists and government policy makers. Rather, 
their focus had been on preventative and ameliorative measures in address-
ing markets under abnormal conditions, for example, over-capitalisation 
and tariffs.

Macgregor (ibid.) proceeds to offer a comparative analysis of various struc-
tures of combination using two methods, historical evolution in the same 
country and the preferred lateral comparison across countries, namely 
England, America and Germany. The distinctions between trusts and cartels 
are clearly delineated and deftly considered in his comparative analysis. Then, 
Macgregor carefully addressed the matter of ‘labour combination’ as a response 
to combination. As a competitive response, not only do cartels beget cartels 
and trusts beget trusts, industrial combinations beget trade unions. Bargaining 
power is the primary motive for organised labour.

A thorough consideration of the effects of industrial combination on a 
nation, including public policy, are attended to in the final portion of 
Macgregor’s volume. Combination has had a transformative impact not only 
on industries and countries but also on the way in which they should be 
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analysed. Combination often fosters innovation with respect to both product 
and process. Macgregor’s (ibid.: 195) evidence supports the notion that tradi-
tional monopoly analysis should not be so quickly applied as it is ‘rarely appli-
cable’. Further, combinations generally evolve not because of productive 
efficiency but rather as defensive or offensive competitive manoeuvres. 
Competition is anything but impersonal, atomistic and determinate; rather, it 
is strategic, even woolly, and indeed natural. Macgregor concluded that gov-
ernment should be particularly circumspect in addressing combination. He 
(ibid.: 232) warned that in America, trusts, not just cartels, may be subject to 
the Sherman Act of 1890 which forbade ‘monopoly, or the attempt to do so’. 
Macgregor feared England would blindly follow America’s legislative example, 
leading him to recommend that, ‘The best advice for the period of transition 
is to avoid passion, and prejudgment, and the terrorism of mere size; to per-
ceive that the extortion of a few strong producers can be remedied otherwise 
than by drastic interference with economic tendencies’ (ibid.: 241).8

Macgregor provided a new introduction for the 1938 reprint of Industrial 
Combination.9 By this time, the “Trust Problem” had become benevolently 
referred to as “Rationalization”. Trusts were to be encouraged rather than 
deterred as they had proven to be the fittest method of competition; more-
over, they were a common feature of the industrial landscape by 1938. In this 
new introduction, Macgregor observed ‘there is a similarity with the history 
of the Joint Stock, which at first attracted much attention as it superseded the 
private firm, and then fell into line as an approved and normal development’ 
(Macgregor 1938: page unnumbered).

Imperfect competition, notably oligopoly, had indeed superseded perfect 
competition. Such is the result of the natural evolution of industry, as 
Macgregor long argued and anticipated. Market forces mattered. Macgregor 
(1934: 6) stipulated that ‘“Evolutionism” does not mean merely letting things 
take their course’. Rather, it is ‘purposes and ideas’ dictated by the conditions 
of technological advancements and the organisation of industry as set forth by 
entrepreneurs and “captains of industry”.

8 Interestingly, Marshall later echoed Macgregor’s concern of government possibly acting rashly in follow-
ing the American example regarding monopolies. In a 1918 letter to John Hilton, Secretary to the 
Commission on Trusts, Marshall wrote: ‘I trust that nothing will be done of a far-reaching character 
without a careful study of the toilsome steps by which American expedients have been developed’ 
(Marshall quoted in Pigou 1925: 492).
9 Macgregor (1906) was reprinted in 1935 and this did not include the new introduction that was 
included in the 1938 reprint.
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3  The Drummond Professor of Political 
Economy, 1922–1945

Macgregor accepted the Drummond Chair a few days after it was offered to 
him in late July 1921 by the electors of the Professorship. Macgregor took up 
the position upon Edgeworth’s retirement at the beginning of the 1922 aca-
demic year, one he would hold for twenty-three years until his retirement. He 
was considered both a logical and obvious choice as he was invited by the 
electors without even having made an application. Although his credentials 
were impeccable, including professorships at Manchester and Leeds as well as 
being a first-class Marshall protégé as evident in his celebrated Industrial 
Combination, one cannot help but think that Edgeworth himself had at least 
some say, directly or indirectly, in who would succeed him.

Edgeworth was a huge admirer of Marshall referring to him as the ‘prime 
orb’ (Edgeworth 1894: 443). They shared ‘a lifelong personal and intellectual 
friendship’ (Keynes 1926 [1972]: 255), one that was initiated and ‘cemented’ 
by Marshall’s 1881 affirmative review of Edgeworth’s seminal Mathematical 
Psychics (Groenewegen 1995: 402). In his “Reminiscences”, Edgeworth in 
particular noted Marshall’s extraordinary ability to temper the application of 
his ‘supreme skill’ in abstract reasoning including mathematical application in 
order ‘above all things to be useful’ (Edgeworth 1925: 67). Under Edgeworth’s 
leadership, Oxford economists were well versed and intentionally so in adopt-
ing Marshall’s organon (see Harrod 1953; Stigler 1990; Lee 2011). Edgeworth 
was, of course, second only to Marshall in stature in British economics and 
arguably Oxford’s only prominent economist at the time.10

An Oxford professor had modest lecturing responsibilities in that typically 
thirty-two lectures were presented in any given academic year (see Worswick 
1953). This gave professors, including Macgregor, ample time to pursue research 
and other activities both within and without Oxford that served to promote the 
stature of both the professor and the University. Macgregor, of course, lectured 
on industrial economics but also numerous other courses, such as economic 
principles, analytical economics, public finance, international trade, and the the-
ory of interest and profit. His many articles primarily appearing in the Economic 
Journal reflected the diversity of his courses. Amongst these articles were “Some 
Ethical Aspects of Industrialism” (Macgregor 1909a), “The Poverty Figures” 

10 In 1920–1921, the only other economists at Oxford included Henry Clay, T.H. Penson, J.A. Todd and 
F.W. Ogilvie. Clay and Ogilvie would prove to be the most accomplished of the four. However, both were 
very much junior lecturers following their appointments in 1919. Clay left Oxford for Manchester to fill 
the Jevons Chair vacated by Macgregor in 1922. Ogilvie would later accept a chair at Edinburgh in 1926 
(see Young and Lee 1993).

12 David Hutchison Macgregor (1877–1953) 



302

(Macgregor 1916), “Rationalisation of Industry” (Macgregor 1927a), and 
“Sanctions for Discount Policy” (Macgregor 1924a). Such a broad interest 
across economics was in keeping with the newly established degree of Philosophy, 
Politics and Economics (PPE). Of course, Macgregor’s principal research inter-
est in industrial combination, a subject which featured a mixture of economics 
and government policy interlaced with ethical considerations, was well suited to 
PPE. As Macgregor (1932: ix) expressed:

We are continually discussing one policy or another by reference to some effect 
which it may have on costs and prices. Advances in wages; local rates; the level 
of income tax; the policy of free trade; all of these are closely considered as prob-
lems which finally issue in the effects they have on the fighting front of industry, 
the buying power of the consumers.

Moreover, cartels, trusts and other amalgamations were international in 
scope whereby the consideration of intergovernmental relations and policies 
were of pronounced merit. Additionally, the variety of the courses in which 
Macgregor lectured also reflected the fact that there were, as noted, only a few 
economists in Oxford at the time. Macgregor clearly embraced PPE as he was 
actively involved in the creation of its Final Honours School. PPE quickly 
proved to be enormously successful: In 1923, there were 85 students, with 
this growing to 141 by 1927 and 275 by 1933. Such tremendous growth in 
such a short period of time necessitated the number teaching economics 
increasing from five to fifteen (see Andrews 1953; Young and Lee 1993).

Consequently, the intellectual fabric altered in favour of a more mathematically 
informed theoretical approach and ahistorical character. The ascendancy of 
Pigouvian-refined value theory particularly with respect to its mathematical expo-
sition along with the emergence of imperfect competition theory relegated 
Marshall’s Principles to the status of a first-year textbook (see Young and Lee 
1993). Harrod reflected in his 1967 retirement speech that Oxford economics 
had become rather detached from Marshall. Elsewhere, Harrod (1953: 59) 
observed that Oxford had also become liberated from ‘the great edifices of Marshall 
and Pigou’ by an ‘eclectic’ disposition which gave economics a fresh start.11

Hicks (1953: 120), interestingly enough, in his Inaugural Lecture as 
Drummond Chair spoke very highly of PPE as being perfectly suitable for 
undergraduates’ ‘general education in the “principles and structure of modern 

11 Harrod in conversation with Jacob Marschak in 1939 regarding the latter leaving Oxford for the United 
States did not even mention Macgregor even though they both referred to possibly every other economist 
in Oxford (see Young and Lee 1993). Indeed, Macgregor’s influence in Oxford had nearly vanished by 
the time of his retirement in 1945.
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society”’. He remarked that Oxford’s PPE, being interdisciplinary, was supe-
rior to the Economics Tripos that Marshall had ‘imposed upon Cambridge’. 
For Hicks, the political and the historical were often inseparable from eco-
nomic issues. He went on to note that the study of economics can suffer from 
a prejudice in favour of the abstract and nonhistorical. Hicks (ibid.) memora-
bly stated: ‘I am quite sure that it is impossible to be a good economist unless 
one is more than an economist!’ So, he cautioned against overspecialisation 
that only fostered parochial interests. Hicks, however, proceeded to admit he 
was very much a theorist ‘content to walk in the footsteps’ (ibid.: 121) of his 
Drummond predecessors, both Senior and Edgeworth. The Chair allowed for 
such freedom, he believed. Hicks then concluded in his introductory remarks: 
‘But theory, if it is to be of any use, must be about something’ (ibid.), though 
not identifying what exactly. Had they had the chance, Marshall and 
Macgregor may simply have pointed out that the ‘something’ should be about 
‘the ordinary business of life’ (in Principles’ opening line).12

Macgregor was involved with Harrod and Henderson in establishing the 
Institute of Statistics at Nuffield College, where he was appointed Professorial 
Fellow, and the Oxford Economists’ Research Group (OERG), of which he 
was a member. His involvement in these significant initiatives in the 1930s 
was a natural one for him given the focus of advancing empirical work espe-
cially with respect to industry. However, there is little evidence to be found of 
the particulars of Macgregor’s participation and indeed contributions. For 
example, he did not publish in Oxford Economic Papers, the vehicle by which 
the OERG’s research was primarily disseminated, including the famous Hall 
and Hitch article concerning the kinked demand curve published in 1939. 
Further, it was rare for Macgregor or his work to be referenced in the work of 
OERG members or, for that matter, they or their work being cited in his work 
(e.g. Wilson and Andrews 1951). The notable exception was P.W.S. Andrews, 
a particularly active OERG member and a thoroughly Marshallian industrial 
economist, who dedicated his landmark Manufacturing Business to Macgregor. 
Andrews (1949: xviii) graciously wrote in the introduction: ‘The dedication 
to Professor Macgregor is entirely without his permission. I think that all 
economists will sympathize with my desire to offer my tribute to his work in 
the field with which I am concerned’ (see also Lee 2011; Jacobsen 2017, 2019).

12 Hicks’s Inaugural Lecture was given on 8 May 1953 at All Souls College, the same day that Macgregor 
was killed in a street accident in Oxford. Some coincidence. Apparently, the tragedy occurred after the 
lecture or Hicks was unaware at the time of his lecture as in the one reference to Macgregor in his lecture 
he stated: ‘Professor Macgregor, who succeeded Edgeworth in 1921, is still with us3’ (Hicks 1953: 120). 
The footnote read: ‘3(He died on 8 May 1953.)’.
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4  Concluding Remarks

David Hutchison Macgregor’s first book was Lord Macaulay published in 
1901, five years before Industrial Combination. His prize-winning biography 
offers a splendid appreciation of the richness of the English language, pre-
sented in a most lucid, vivid and indeed elegant style. Macgregor, in the open-
ing page, averred: ‘The influences of his [Macaulay’s] work have not passed 
away. They are not yet perfected and may not be fully judged’ (Macgregor 
1901: 1). Such a view could well be expressed about Macgregor himself today, 
more than a century later. Macgregor (ibid.: 138) poignantly concluded his 
volume on Macaulay: ‘The study of Macaulay has been a labour of love. To 
enter into his mind is to be refreshed and inspired’. Such sentiment could also 
well apply to Macgregor. For those interested in industrial economics and 
from a Marshallian perspective, Macgregor continues to offer the promise of 
refreshment and inspiration.
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13
Roy F. Harrod (1900–1978)

Walter Eltis

1  An Extended Introduction

Roy Harrod was born in February 1900 and died in March 1978. His father, 
Henry Dawes Harrod, was a businessman and author of two historical mono-
graphs. His mother, Frances (née Forbes-Robertson) was a novelist, and sister 
of the notable Shakespearean actor-manager, Sir Johnson Forbes-Robertson. 
Henry Harrod’s business failed in 1907, but Roy won a scholarship to St 
Paul’s School in 1911 and a King’s Scholarship to Westminster in 1913. He 
became Head of his House, and in 1918 won a scholarship in History to New 
College, Oxford, his father’s college. He enlisted in September 1918 and was 
commissioned in the Royal Field Artillery, but the war ended before his train-
ing was completed.

Harrod went up to Oxford in early 1919 and first read Literae Humaniores 
(Classical Literature, Ancient History and Philosophy). He might well have 
devoted his career to academic philosophy, and he valued his publications in 
that subject more highly than his seminal contributions to economics. Harrod 
once remarked that significant economic problems have only attracted the 
attention of profound thinkers for about 200  years, and interest in them 
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might well disappear in another 200. In contrast, deep thought has been 
devoted to the great philosophical problems (e.g. the validity of inductive 
methods of thought) for more than 2000 years and new contributions will be 
read for so long as civilised life remains. But his philosophy tutor at New 
College, H.W.B. Joseph, deterred him from devoting his life to that subject, 
by reacting extremely negatively to his essays. Harrod has left an account of a 
seminar on Einstein’s theory of relativity in Oxford in 1922 where Joseph 
drew attention to a few terminological problems and believed this had under-
mined the theory. Einstein’s theory of relativity survived, but Harrod was per-
suaded not to pursue a career in academic philosophy. In later years he 
published in the distinguished philosophical journal, Mind, and his 
Foundations of Inductive Logic (Harrod 1956a) has received serious critical 
attention from philosophers as distinguished as A.J. Ayer (1970), although his 
main scholarly work was not to be in philosophy.

He followed his First Class Honours in Literae Humaniores in 1922 with a 
First Class in Modern History just one year later, and in 1923, Christ Church, 
Oxford, elected him to a Tutorial Fellowship (confusingly described as a 
Studentship in that College) to teach the novel subject, economics, which was 
to be part of Oxford’s new Honour School of Philosophy, Politics and 
Economics (PPE).

Harrod was allowed two terms away from Oxford so that he could learn 
enough economics to teach it, and it was suggested that he might spend this 
time in Europe, but he first went to Cambridge where he attended a wide 
range of lectures and wrote weekly essays on money and international trade 
for John Maynard Keynes. He was equally fortunate when he returned to 
Oxford, for while he was critically discussing the economics essays of Christ 
Church’s undergraduates, he was himself writing weekly microeconomic 
essays for the Drummond Professor of Political Economy, Francis Ysidro 
Edgeworth.

In addition to his new academic work, Harrod took a notable part in the 
administration of his College (where he was Senior Censor in 1929–1931, the 
most responsible office a student of Christ Church can be called upon to dis-
charge), and also the University where he was elected to Oxford’s governing 
body (the Hebdomadal Council) in 1929 before he was 30. In the University 
and in Christ Church, he fought powerful campaigns on behalf of Professor 
Frederick Lindemann (subsequently Lord Cherwell) who held Oxford’s Chair 
of Experimental Philosophy (Physics) and became principal scientific adviser 
to Winston Churchill’s wartime government and a member of his post-war 
cabinet.
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By 1930, Harrod’s economics had developed to the point where he was 
able to publish an important and original contribution, “Notes on Supply” 
(Harrod 1930a), in which he was the first twentieth-century economist to 
derive the marginal revenue curve. This should have appeared in 1928 to pro-
duce a claim for international priority, but Keynes, the editor of the Economic 
Journal, sent the article to Frank Ramsey, who first believed there were diffi-
culties with the argument. Ramsay subsequently appreciated that his objec-
tions rested on a misunderstanding, but Harrod’s innovation was less startling 
in 1930 than it would have been in 1928. He followed this initial contribu-
tion to the imperfect competition literature with an important article, 
“Doctrines of Imperfect Competition” (Harrod 1934a), in which he sum-
marised the essential elements of the new theories of Edward Chamberlin and 
Joan Robinson.

During the 1930s, Harrod frequently stayed with Keynes and he was 
increasingly drawn into the group of brilliant young economists which 
included Richard Kahn and Joan Robinson who were helping Keynes develop 
the new theories which culminated in The General Theory of Employment, 
Interest and Money. Harrod had written a number of important and influen-
tial articles in the press advocating new reflationary policies in the early 1930s 
and these, together with his extension of Kahn’s employment multiplier to 
international trade in his International Economics (Harrod 1933a), prompted 
Schumpeter to write in 1946  in his obituary article on Keynes that ‘Mr 
Harrod may have been moving independently toward a goal not far from that 
of Keynes, though he unselfishly joined the latter’s standard after it had been 
raised’ (Schumpeter 1946: 509, fn. 24).

Shortly after The General Theory appeared, Harrod published The Trade 
Cycle (Harrod 1936a) in which he developed some of the dynamic implica-
tions of the new theory of effective demand. The conditions where output 
would grow were a central theme in Adam Smith’s The Nature and Causes of 
the Wealth of Nations, and it had been much analysed in the great nineteenth- 
century contributions of Malthus, Ricardo, Mill and Marx, but the long-term 
dynamic implications of immediate changes to particular economic variables 
received virtually no attention in the neoclassical work that followed the mar-
ginal revolution. In The General Theory, Keynes mostly went no further than 
to work through completely the immediate effects on a formerly stationary 
economy of a variety of disturbances such as an excess of the saving which 
would occur at full employment over the investment that businessmen con-
sidered it prudent to undertake. Harrod went a vital step further and showed 
what could be expected to occur if saving was permanently high in relation to 
the long-term opportunity to invest. In 1939, he followed The Trade Cycle with 
“An Essay in Dynamic Theory” (Harrod 1939a), and after the war he 
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developed his growth theory further in the book, Towards a Dynamic Economics 
(Harrod 1948a). Important articles followed including a “Second Essay in 
Dynamic Theory” (Harrod 1960a) and “Are Monetary and Fiscal Policies 
Enough?” (Harrod 1964a). It is almost certainly because of Harrod’s rediscov-
ery of growth theory in the 1930s and his notable contributions to it that 
Assar Lindbeck, the Chairman of the Nobel Prize Committee, chose to state 
that he was among those who would have been awarded a Nobel Prize in 
Economics if he had lived a little longer (see Lindbeck 1985: 52). The nature 
of Harrod’s original contributions and the gradual evolution of his theory 
from 1939 to 1964 are set out in the second part of this chapter. The detailed 
technical characteristics of Harrod’s growth model are the subject of 
Eltis (1987).

In the Second World War, Harrod’s friendship with Lindemann and his 
increasing distinction as an economist led to an invitation to join the Statistical 
Department of the Admiralty (S Branch) which Churchill set up when he 
again became First Lord in 1939. This moved to Downing Street when 
Churchill became Prime Minister in 1940, but Harrod did not have a particu-
lar talent for detailed statistical work and he developed an increasing interest 
in the international financial institutions, the International Monetary Fund 
and the World Bank, which would need to be set up as soon as the war was 
won, and from 1942 onwards he pursued this work in Christ Church. In the 
immediate post-war years, he took a strong interest in national politics, and 
stood for Parliament unsuccessfully as a Liberal in the general election of 
1945 and for a time he was a member of that party’s Shadow Cabinet. He had 
served on Labour Party committees before the war, and in the 1950s with 
Churchill’s support he unsuccessfully sought adoption as a Conservative par-
liamentary candidate: his economic advice was warmly welcomed by Harold 
Macmillan, Conservative Prime Minister from 1957 to 1963. Harrod received 
the honour of a knighthood in 1959 in recognition of his public standing and 
his notable academic achievements in the pre-war and post-war decades. 
Meanwhile, he had succeeded Keynes as editor of the Economic Journal in 
1945, and in partnership with Austin Robinson (who looked after the book 
reviews), he sustained its reputation and quality until his retirement from the 
editorship in 1966.

Harrod’s post-war academic work included important contributions in 
three areas. In addition to the continuing development and refinement of his 
pre-war research on dynamic theory, he published extensively on the theory of 
the firm and on international monetary theory which had been his particular 
concern during the war.
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The Oxford Economists’ Research Group had begun to meet prominent 
British industrialists before the war. A group of Oxford economists which 
generally included Harrod invited individual industrialists to dine in Oxford, 
and after dinner they were questioned extensively on the considerations which 
actually influenced their decisions. This led to the publication of a number of 
much cited articles and the book, Oxford Studies in the Price Mechanism 
(Wilson and Andrews 1951), although Harrod did not contribute to the vol-
ume. Propositions which emanated from these dinners included the notion 
that businessmen took little account of the rate of interest in their investment 
decisions, and that they did not seek to profit maximise, but priced instead by 
adding a margin they considered satisfactory to their average or “full” costs of 
production. In his important articles, “Price and Cost in Entrepreneurs’ 
Policy” (Harrod 1939b) and “Theory of Imperfect Competition Revised” 
(Harrod 1952a), Harrod set out a theoretical account of how firms price in 
which industrialists follow something like these procedures. Their object is 
especially to achieve a high market share, and by setting prices low enough to 
deter new entry, they actually succeed in maximising their long-run profits 
and avoid the excess capacity that Chamberlin and Robinson had considered 
an inevitable consequence of monopolistic or imperfect competition. This 
attempt to reconcile the “rules of thumb” that the businessmen revealed with 
the propositions of traditional theory was more highly regarded outside 
Oxford than some of the books and articles in the new tradition.

Harrod’s work on the world’s international monetary problems occupied a 
good deal of his time and attention in the post-war decades. Keynes himself 
had considered the breakdown in international monetary relations a crucial 
element in the collapse of effective demand in so many countries in the 1930s, 
and he devoted much of the last years of his life to the creation of new institu-
tions which would avoid a repetition of these disasters. Harrod believed he 
was continuing this vital work when he devoted much thought and energy to 
these questions. He arrived at the conclusion that there was bound to be some 
inflation in a world which was successfully pursuing Keynesian policies, and 
that the liquidity base of the world’s financial system was bound to become 
inadequate if the price of gold failed to rise with other prices. Harrod believed 
that underlying world liquidity which rested on gold in the last resort must be 
allowed to rise in line with the international demand for money. He therefore 
came to focus on the price of gold, and in his book, Reforming the World’s 
Money (Harrod 1965), he proposed that a substantial increase in the price of 
gold would be needed if subsequent international monetary crises were to be 
avoided. Harry Johnson (1970) has summarised Harrod’s contribution to 
this debate.
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Harrod took a great interest in actual developments in the UK economy, 
and published seven books and collections of articles in the first two post-war 
decades which were directly concerned with the policies that Britain should 
follow. There was, in addition, an immense range of articles in academic jour-
nals, bank reviews and the press on these questions, not to mention monthly 
stockbrokers’ letters for Phillips & Drew. Harrod argued strongly and power-
fully that nothing was to be gained by running the economy below full employ-
ment, which meant an unemployment rate of less than 2% in the 1950s and 
the 1960s. In the late 1950s, he was deeply concerned that the removal of 
import controls would render it increasingly difficult for Britain to pursue such 
Keynesian policies, and he was a vigorous opponent of European Common 
Market entry. He attached more significance than some distinguished 
Keynesians to holding down inflation but he published statistics in Towards a 
New Economic Policy (Harrod 1967a) to show that in Britain this had tended 
to be faster when the economy was in recession than when output was allowed 
to expand. Harrod argued therefore that deflationary policies could play no 
useful role in policies to control the rate of cost inflation, which he considered 
the essential element in inflation in Britain. Policy swung sharply away from 
this Keynesian tradition in the last years of Harrod’s life, and he wrote a final 
letter to The Times on 21 July 1976 in which he praised the economics of Tony 
Benn and Peter Shore for their opposition to the Labour government’s public 
expenditure cuts, for, ‘To cut public spending when there is an undesirably 
high rate of unemployment is crazy’ (Harrod 1976: 15).

Harrod’s advocacy of import controls and his adverse reaction to deflation-
ary policies at all times might suggest that he was an economist of the left, but 
his willingness to support each of the British political parties at various times 
underlines how his approach to economic and social problems cannot be 
typecast. The lines of policy he supported always followed directly from his 
understanding of the significance of the major interrelationships, and it was 
his belief that Keynesian theory (which he had so notably helped to refine and 
develop) provided the appropriate tools for the analysis of Britain’s economic 
problems that led him towards the expansionist policies he so consistently 
advocated. But further theoretical and empirical relationships which he 
believed were equally well founded led him to advocate a series of social poli-
cies to which very right-wing labels can be attached.

Just before the 1959 general election, Harrod’s article “Why I Shall Vote 
Conservative”, which appeared in the 20 September edition of The Observer, 
put forward the startlingly unfashionable argument that only the Conservatives 
would allow more money to go to the better off who had most to contribute 
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to the future of Britain (see Harrow 1959a). Harrod’s strong belief in the 
importance of the quality of the country’s population stock (which, he held, 
mattered no less than the physical capital stock) lay behind this article. He 
thought the quality of the population would be bound to deteriorate if the 
middle classes continued to have fewer children than the poor. Harrod was a 
strong believer in the inheritance of every kind of ability, and a provocative 
conversational conclusion he drew was that in an ideal world one-third of 
Christ Church’s much sought-after undergraduate places should be sold to the 
rich. Their children often had insufficient academic ability to perform well in 
examinations, but they had inherited abilities of other kinds which would 
take them to the highest positions, so they should go to Oxford first. Harrod’s 
reasoning on the inheritance of ability and its implications is set out in detail 
in the Memorandum he submitted to the Royal Commission on Population in 
1944 (see Harrod 1950). There he suggested that a difficulty in finding ser-
vants was one reason why the middle classes had fewer children. Among his 
suggestions to remedy this state of affairs was that Diplomas in Domestic 
Service should be established, and that it should become common practice for 
servants to have latch-keys and the same rights as their mistresses to enjoy 
social lives with no questions asked. His Memorandum reads strangely nowa-
days when it is widely regarded as unacceptable that any practical conclusions 
may be drawn from the proposition that human abilities are inherited. Harrod 
never hesitated to carry his arguments to their limits, and he always went 
where his reasoning took him, irrespective of the predictable reactions 
of others.

The unselfconsciousness of both his academic and his public writing comes 
out especially in his two biographical volumes, the official life of Keynes 
(commissioned by the executors) which he published in 1951 (Harrod 1951a) 
and The Prof (Harrod 1959b), his personal sketch of Lord Cherwell. As well 
as providing magnificent accounts of their subjects from the standpoint of 
one who had known them intimately (and who profoundly understood the 
economic problems that Keynes had wrestled with), these books contain 
extensive autobiographical passages which will enable later generations to 
know more of Harrod than any biographer can begin to convey.

Harrod ceased to lecture at Oxford in 1967 upon reaching the statutory 
retirement age of 67, but as a Visiting Professor he continued to teach in sev-
eral distinguished North American universities. He died at his Norfolk home 
in 1978, eleven years after his Oxford work came to an end.
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2  Harrod’s Revival of Growth Theory and His 
Contribution to Keynesian Macroeconomics

Harrod was intimately involved in the origins and development of Keynesian 
economics. As the galley proofs of The General Theory emerged from the print-
ers from June 1935 onwards, copies were sent to Harrod, Kahn and Joan 
Robinson, and with their assistance, Keynes rewrote extensively for final pub-
lication. Harrod helped to clarify the relationship between Keynes’s new the-
ory of the rate of interest and the then ruling neoclassical theory where this 
depended upon the intersection of the ex ante saving and investment sched-
ules. In the course of their correspondence, Harrod showed Keynes how well 
he understood the essence of The General Theory by setting out its novelty and 
its principal elements in a few lines on 30 August 1935:

Your view, as I understand it is broadly this:
Volume of investment determined by:
Marginal efficiency of capital schedule
and
Rate of interest.
Rate of investment determined by:
Liquidity preference schedule
and
Quantity of money.
Volume of employment determined by:
Volume of investment
and
Multiplier.
Value of multiplier determined by:
 Propensity to save (Harrod to Keynes, 30 August 1935, in Keynes 1973: 553; 
italics in original).

Keynes responded: ‘I absolve you completely of misunderstanding my the-
ory. It could not be stated better than on the first page of your letter’ (Keynes 
to Harrod, 10 September 1935, in ibid.).

Almost immediately after the appearance of The General Theory, Harrod 
published The Trade Cycle (Harrod 1936a) which contained for the first time 
in the Keynesian literature the concept of an economy growing at a steady 
rate. Keynes wrote of it to Robinson on 25 March 1937: ‘I think he has got 
hold of some good and important ideas. But, if I am right, there is one fatal 
mistake’ (Keynes 1987: 149), and to Harrod himself on 31 March: ‘I think 
that your theory in the form in which you finally enunciate it is not correct, 
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being fatally affected by a logical slip in the argument’ (ibid.: 151). Harrod 
replied devastatingly on 6 April: ‘There is no slip … The fact is that you in 
your criticism are still thinking of once over changes and that is what I regard 
as a static problem. My technique relates to steady growth’ (ibid.: 163; italics 
in original). Harrod’s ‘slip’ was in fact the first step towards the reinstatement 
of growth theory into mainstream economic analysis.

Harrod convinced Keynes, who on 12 April congratulated him for ‘having 
invented so interesting a theory’ (ibid.: 170), but with the reservation that, ‘I 
should doubt whether any reader who has not talked or corresponded with 
you could be aware that the whole of the last half of the book was intended to 
be in relation to a moving base of steady progress’ (ibid.). Keynes added that 
it was vital that Harrod carry his ideas further and restate them more 
comprehensibly.

Harrod made important progress in the next 15 months, and on 3 August 
1938 he sent Keynes a preliminary draft of the article, “An Essay in Dynamic 
Theory”, and wrote in his accompanying letter that:

My re-statement of the “dynamic” theory…is, I think, a great improvement on 
my book … I have been throwing out hints in a number of places of the possi-
bility of formulating a simple law of growth and I want to substantiate the 
claim. It is largely based on the ideas of the general theory of employment; but 
I think it gets us a step forward (ibid.: 301).

A lengthy correspondence then developed between Harrod and Keynes in 
which the two most original elements in Harrod’s contribution which later 
excited much interest and controversy in the economics profession were 
extensively discussed. Harrod’s principal innovation was the invention of a 
moving equilibrium growth path for the economy, and he described this as the 
“warranted” line of growth. He had perceived before he wrote The Trade Cycle 
that there was a fundamental contradiction between the assumptions preva-
lent in the microeconomic theory of the firm and industry, to which he had 
made notable contributions, and the new Keynesian macroeconomics. In the 
theory of the firm, long-term investment was zero, for firms had no motiva-
tion to undertake further investment once they were in long-period equilib-
rium. But the new Keynesian macroeconomics required that there be net 
investment by firms or the government whenever there was any net saving in 
the macroeconomy. A theory compatible with both macro- and microeco-
nomic equilibrium therefore required that firms invest all the time, so that 
they can continually absorb total net saving. Harrod’s formulation of the war-
ranted rate of growth, his novel discovery, was an attempt to set out this 
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necessary equilibrium growth path that industrial and commercial investment 
decisions must all the time follow in order to achieve a complete economic 
equilibrium.

Harrod’s moving equilibrium or warranted growth path required that saving 
(of s % of the national income) be continually absorbed into investment, so he 
asked the question: At what rate of growth will firms all the time choose to 
invest the s % of the national income, which equilibrium growth requires? To 
answer this question, he made use of the acceleration principle or “the rela-
tion”, as he called it, that firms need say, Cr units of additional capital to pro-
duce an extra unit of output. It follows from these premises that the warranted 
rate of growth of output will be s/Cr% per annum. Since each rise in output by 
1 unit entails that Cr extra units be invested, a rise in output by s/Cr% of the 
national income will call for an equilibrium investment of Cr times this, which 
is precisely s % of the national income, the ratio of ex ante saving in the national 
income. In Harrod’s examples, he suggested a typical s of 10% of the national 
income and a Cr of 4, to produce a warranted rate of growth of 2.5%.

This idea that if there is continual saving, then equilibrium entails a con-
tinual geometric growth in production, came as a considerable surprise to 
Keynes and the other members of the Cambridge “Circus”. As Harrod had 
already explained in April 1937: ‘The static system provides an analysis of 
what happens where there is no increase [in output] which entails (as in Joan 
Robinson’s long-period analysis) that saving = 0. Now I was on the lookout 
for a steady rate of advance, in which the rates of increase would be mutually 
consistent’ (ibid.: 164).

But Harrod’s second discovery had equally radical implications. Suppose 
the actual growth of output is marginally above the equilibrium or warranted 
rate of growth. In Harrod’s numerical example with s at 10% and Cr at 4, it 
can be supposed that output actually grows 0.1 of a percentage point faster 
than the warranted rate, that is by 2.6% instead of 2.5%. Then with 2.6% 
output growth, the acceleration principle or relation will entail that 4 times 
2.6% be added to the capital stock, so that ex ante investment is 10.4% of the 
national income. With ex ante saving limited to 10.0%, the 0.1 of a percent-
age point excess of actual growth over warranted growth then produces an 
excess in ex ante investment over ex ante saving of 0.4% of the national 
income. Any excess in ex ante investment over ex ante saving will be associ-
ated with extra expansion of the national income according to the economics 
of The General Theory. Thus, if the actual rate of growth exceeds the warranted 
rate of s/Cr%, the tendency will be for actual growth to rise and rise, for as 
soon as actual growth rises from 2.6% to say, 3.0%, required investment will 
rise further to 4 times 3.0% which equals 12% and so exceed the 10.0% 
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savings ratio by a still greater margin. Conversely, when actual growth comes 
out at a rate just short of the warranted 2.5%, ex ante investment will be 
below the 10.0% savings ratio, which will cause the rate of growth to decline. 
This second discovery, which became known as Harrod’s “knife-edge”, meant 
therefore that any rate of growth in excess of the equilibrium or warranted 
path he had discovered would set off a continual acceleration of growth, while 
any shortfall would set off a deceleration. He wrote to Keynes of this discovery 
on 7 September 1938:

If in static theory producers produce too little, they will be well satisfied with 
the price they get and feel happy; but this is not taken to be the right amount of 
output; they will be stimulated to produce more. The equilibrium output is 
taken to be that which just satisfies them and induces them to go on as before. 
Similarly, the warranted rate [of growth] is that which just satisfies them and 
leaves them going on as before. The difference between the warranted rate and 
the old equilibrium (i.e. the difference between dynamic and static theory) is, in 
my view, that if they produce above the warranted rate, they will be more than 
satisfied and be stimulated, and conversely, while in the case of equilibrium in 
static conditions the opposite happens. The “field” round the [static] equilib-
rium contains centripetal, that round the warranted centrifugal forces (ibid.: 
336–337; italics in original).

It took Keynes time to absorb Harrod’s startling discovery. On 19 
September, he proposed a counter-example in which Cr was merely one-tenth, 
while s was also one-tenth. With this counter-example, a deviation of output 
by a small amount from the warranted path, say by δx, which would raise 
planned investment above the level at which it would otherwise be by Crδx 
would merely raise this by 0.10δx, which would equal the rise in planned sav-
ing of sδx, which would also come to 0.10δx, so there would be no tendency 
towards an explosive growth in effective demand. This would grow explosively 
if Cr was one-ninth (in which case planned investment would rise by 0.11δx 
and saving by only 0.10δx) but the further growth of output would be damped 
if Cr was merely one-eleventh, so, Keynes insisted, ‘neutral, stable or unstable 
equilibrium’ (ibid.: 341).

Harrod protested on 22 September that ‘it is absurd to suppose extra capi-
tal required [Cr] only 1/10 of annual output, when the capital required in 
association with the pre-existent level of incomes in England today is 4 or 5 
times annual output’ (ibid.: 344). The probability that Cr would exceed s so 
that ex ante investment would rise by more than ex ante saving in order to 
produce instability was therefore overwhelming. But several qualifications 
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emerged. In comparing the increase in ex ante investment to the increase in 
ex ante saving following a small deviation of output from the warranted rate:

 1. The relevant marginal capital coefficient (Cr) which determines how much 
planned investment will rise is the net new requirement of induced invest-
ment. In so far as investment decisions are autonomous of short-term fluc-
tuations in output, the relevant Cr will be lower than the economy’s overall 
capital-output ratio.

 2. The relevant coefficient which determines the increase in planned saving is 
the marginal and not the average propensity to save. Planned saving will 
rise more where output deviates upward from the warranted rate, the 
greater is the marginal propensity to save in relation to the average 
propensity.

The circumstances that could produce a stable upward deviation of growth 
from the warranted rate and the avoidance of Harrod’s knife-edge are there-
fore a very high marginal propensity to save in combination with a situation 
where most investment is autonomous so that the induced investment coef-
ficient, Cr, is considerably less than 1. In “An Essay in Dynamic Theory”, 
Harrod covered this possibility with the caveat that, ‘when long-range capital 
outlay is taken into account…the attainment of a neutral or stable equilib-
rium of advance may not be altogether improbable in certain phases of the 
cycle’ (Harrod 1939a: 26). The possibility he had in mind here is that in the 
early stages of a cyclical recovery there may be so much excess industrial capac-
ity that Cr will be quite low for a time, and therefore quite possibly lower than 
the marginal propensity to save. But, in general, any deviation of growth from 
the warranted line of advance would raise ex ante investment by a greater 
margin than ex ante saving with the result that the rate of growth would devi-
ate further.

In addition to establishing the existence of the warranted line of advance 
and its instability, Harrod had to define the equilibrium investment behav-
iour by businesses which would actually lead to expansion at the requisite 
rate. In his 1939 article, he omitted to offer any behavioural rule but simply 
asserted that the warranted rate was ‘that rate of growth which, if it occurs, 
will leave all parties satisfied that they have produced neither more nor less 
than the right amount’ (ibid.: 16). That is no more than a description of equi-
librium growth, and much the same can be said of his definition of the war-
ranted rate in Towards a Dynamic Economics (Harrod 1948a) as ‘that overall 
rate of advance which, if executed, will leave entrepreneurs in a state of mind 
in which they are prepared to carry on a similar advance’ (ibid.: 82). It was 
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only in the article “Notes on Trade Cycle Theory” (Harrod 1951b) that 
Harrod arrived at a behavioural assumption that matched his algebraic for-
mulation of the warranted rate:

Let the representative entrepreneur on each occasion of giving an order repeat 
the amount contained in his order for the last equivalent period, adding thereto 
an order for an amount by which he judges his existing stock to be deficient, if 
he judges it to be deficient, or subtracting therefrom the amount by which he 
judges his stock to be redundant, if he does so judge it (ibid.: 274).

With this assumption, an economy which once achieves growth at the war-
ranted rate will sustain it, while any upward or downward deviations will lead 
to still greater deviations wherever Cr exceeds the marginal propensity to save. 
However, it emerged by 1964, when Harrod published “Are Monetary and 
Fiscal Policies Enough?”, that even that assumption fails to define growth at 
the warranted rate, for it must also be assumed that the representative entre-
preneur will expand at a rate of precisely s/Cr when he judges his capital to be 
neither deficient nor redundant. This requires an expectation by the represen-
tative entrepreneur that his market will grow at a rate of precisely s/Cr. Hence 
the full requirement for growth along Harrod’s warranted equilibrium path is 
that entrepreneurs expect growth at this rate and expand and continue to 
expand at that rate so long as their capital stock continues to grow in line with 
their market so that it is neither deficient nor redundant. They will of course 
increase their rate of expansion if their capital should prove deficient, and 
curtail it if part of their stock becomes redundant.

The warranted rate of growth and its instability were Harrod’s great innova-
tions. From 1939 onwards, he contrasted this equilibrium rate with the natu-
ral rate of growth, ‘the rate of advance which the increase of population and 
technological improvements allow’ (Harrod 1948a: 87), which was entirely 
independent of the warranted rate. Harrod defined the rate of technical prog-
ress more precisely as the increase in labour productivity ‘which, at a constant 
rate of interest, does not disturb the value of the capital coefficient’ (ibid.: 23). 
This then entered the language of economics as Harrod-neutral technical 
progress, which, together with growth in the labour force, determines the 
natural rate of growth, that is, the rate at which output can actually be 
increased in the long run. This raised few theoretical problems, and there was 
nothing novel in the proposition that long-term growth must depend on the 
rate of increase of the labour force and technical progress. Keynes himself had 
said as much several years earlier in “Economic Possibilities for Our 
Grandchildren” (Keynes 1930 [1972]). But the contrast between this natural 
rate and Harrod’s innovatory warranted rate offered entirely new insights.
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If the warranted rate exceeds the feasible natural rate, the achievement of 
equilibrium growth must be impractical because the economy cannot con-
tinue to grow faster than the natural rate. It must deviate downwards from the 
warranted rate towards the natural rate far more than it deviates upwards with 
the result that ‘we must expect the economy to be prevailingly depressed’ 
(Harrod 1948a: 88). If the natural rate is greater, output will tend to deviate 
upwards towards the natural rate with the result that the economy should 
enjoy ‘a recurrent tendency to develop boom conditions’ (ibid.).

Keynes’s own reaction to the dichotomy between the warranted and natural 
rates was characteristically that the warranted rate always exceeded the natural:

In actual conditions…I suspect the difficulty is, not that a rate in excess of the 
warranted is unstable, but that the warranted rate itself is so high that with pri-
vate risk-taking no one dares to attain it … I doubt if, in fact, the warranted 
rate—let alone an unstable excess beyond the warranted—has ever been reached 
in USA and UK since the war, except perhaps in 1920  in UK and 1928  in 
USA. With a stationary population, peace and unequal incomes, the warranted 
rate sets a pace which a private risk-taking economy cannot normally reach and 
can never maintain (Keynes to Harrod, 26 September 1938 in Keynes 1987: 
349–350; italics in original).

This is characteristic Keynes, but Harrod had persuaded him to express his 
familiar analysis in the language of his new theory of growth. In the immedi-
ate post-war decades when full employment and creeping inflation prevailed, 
it was widely argued that the natural rate had come to exceed the warranted. 
The richness of Harrod’s model is demonstrated by its ability to illuminate 
both kinds of situation.

Evsey Domar’s growth model, which has a good deal in common with 
Harrod’s, was published seven years after “An Essay in Dynamic Theory”, and 
a considerable literature emerged in the next 15 years on the stability condi-
tions and other important features of what came to be known as the Harrod–
Domar growth model (see Domar 1946, 1947). This is elegantly summarised 
by Frank Hahn and Robin Matthews in their celebrated 1964 survey article.

The development of neoclassical growth theory in the 1950s led to an 
increasing realisation that the warranted and natural growth rates could be 
equated by an appropriate rate of interest. If the warranted rate was excessive 
so that oversaving led to slump conditions, a lower interest rate which raised 
Cr sufficiently would bring it down to the natural rate. Conversely, the infla-
tionary pressures that resulted from an insufficient warranted rate would be 
eliminated if higher interest rates reduced Cr sufficiently. If the real rate of 
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interest and Cr responded in this helpful way, s/Cr, the warranted rate could 
always be brought into equality with the natural rate.

Harrod’s response included his “Second Essay in Dynamic Theory” (Harrod 
1960a), a title which underlines its significance. He proposed that there was 
an optimum real rate of interest rn which would maximise utility, with a value 
of Gp/e, Gp being the economy’s long-term rate of growth of labour productiv-
ity and e the elasticity of the total utility derived from real per capita incomes 
with respect to increases in these. If a 1.0% increase in real per capita incomes 
raises per capita utility by 0.5%, e will be 0.5, and rn the optimum rate of 
interest which maximises utility will be Gp/0.5, namely twice the rate of 
growth of labour productivity. If the marginal utility of income does not fall 
at all as real per capita incomes rise, per capita utility will grow by 1.0% when 
incomes rise by 1.0% so that e is unity, and rn equals Gp. The more steeply the 
marginal utility of incomes fall, the more e will fall below unity, and the more 
the optimum real rate of interest, Gp/e, will exceed the rate of growth of labour 
productivity.

If a society actually seeks to establish the optimum rate of interest deter-
mined in this kind of way, the value of Cr will depend upon this optimum rate 
of interest, so it will not also be possible to use the rate of interest to equate 
the natural and warranted rates of growth in the manner that the neoclassical 
growth models of, for instance, Robert Solow (1956) and Trevor Swan (1956) 
propose. There will therefore still be difficulties because the warranted rate of 
growth with real interest rates at their optimum level will not in general be 
equal to the natural rate. Therefore, as Harrod suggested in the final articles 
he published in 1960 and 1964, governments will have to run persistent bud-
get deficits or surpluses if they are to avoid the difficulties inherent in discrep-
ancies between the natural and the warranted rates of growth.

3  Conclusion

So Harrod remained a convinced Keynesian who continued to believe that a 
long-term imbalance between saving, the main determinant of the warranted 
rate, and investment opportunity would call for persistent government inter-
vention. When that approach to economic policy again becomes fashionable, 
economists may learn a good deal from Harrod’s later articles which have not 
yet received the same attention from the economics profession as his seminal 
work in the 1930s and the 1940s.
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14
Robert Lowe Hall (1901–1988)

Warren Young

1  Introduction

Robert Lowe Hall (1901–1988) was an economist “for all seasons”; academic, 
teacher, adviser, administrator and economic spokesperson as Lord Roberthall. 
His activities spanned many fields including: Oxford don and tutor; member 
of the Oxford Economists’ Research Group (OERG) and co-author of a sem-
inal study on pricing; head of the Economic Section in the UK Cabinet 
Office and Chief Economic Adviser to Chancellors of the Exchequer; and 
service in the House of Lords. We divide this chapter into the following sec-
tions. Section 2 covers biographical details. The third deals with Hall’s early 
activities at Oxford: tutor, lecturer and author. Section 4 covers his work as 
an “Oxford Economist”, member of the OERG and the influential paper he 
co-authored with Charles Hitch. The next section deals with Hall’s govern-
ment service and tenure in the Lords. Section 6 examines Hall’s retrospective 
views on engineering, economics and policy-making. The final section 
concludes.
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2  Biographical Details

Born in Australia in 1901, Robert Hall took a degree in Civil Engineering 
at the University of Queensland and was then awarded a Rhodes Scholarship 
to study at Oxford, where he was awarded a First in Philosophy, Politics and 
Economics (PPE) (“Modern Greats”) at Magdalen College in 1926. His PPE 
tutor at Magdalen was T.D. (“Harry”) Weldon, who specialised in philosophy 
and politics, and was not an economist. According to Hall’s biographer, ‘the 
fact that there was no specialist economics tutor meant that Hall’s tuition in 
economics was inadequate’ (Jones 1994: 28). Despite this, Hall was appointed 
Economics Lecturer and Fellow of Trinity College, Oxford (1926–1947). 
Indeed, as his biographer noted (ibid.: 33):

Aware that his training in economics had been inadequate, he took the view that 
he had been appointed because he had got a First, rather than for his knowledge 
of economics…[but] the engineering course in Queensland had given him a 
good mathematical foundation, and he found the elements of theory…were 
easy enough for him. But he found teaching the subject much more difficult. 
He had to teach himself in order to teach his students.

During the Second World War, Hall worked first in London (1939–1942), 
then in Washington, D.C. (1942–1945) for the Ministry of Supply (MoS), 
and later as apart-time Economic Adviser at the Board of Trade (1945–1947). 
As a representative of the MoS and working on post-war commodity prob-
lems, Hall took part in an important session on “The Future of International 
Investment”, and a roundtable discussion of papers by Victor Schoepperle, 
Frank Fetter and Charles Kindleberger, at the 55th annual meeting of the 
American Economic Association in January 1943 (see Hall 1943: 355–357). 
Over the period 1945–1949, he was the first British representative on the 
Economic and Employment Commission established by the Economic and 
Social Council of the UN (see Jones 1994: 67–68).

Hall returned to Oxford after the war to resume his teaching and lecturing 
duties. He succeeded James Meade as Director of the Economic Section in 
1947, serving in this position until 1953, and over the period 1953–1961 
served as Chief Economic Adviser to the Treasury and various Chancellors of 
the Exchequer.

Hall was knighted in 1954, and became a Life Peer in 1969, taking the title 
Lord Roberthall. He actively served in the House of Lords, from 1970 to 
1981 on the crossbenches, then, from 1981 to 1986, as economic spokesman 
for the Social Democratic Party. Hall was President of the Royal Economic 
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Society from 1958 to 1960, giving as his Presidential Address what was to 
become his well-known Economic Journal article “Reflections on the Practical 
Application of Economics” (Hall 1959). He also gave the Sidney Ball Lecture 
“The Place of the Economist in Government” at Oxford in 1954 (Hall 1955), 
and the Rede Lecture on “Planning” at Cambridge in 1962 (Hall 1962).

Hall also served as a member of the Plowden Committee on Public 
Expenditure (1961–1962) and the Franks Commission on the reform of the 
University of Oxford. After leaving public service, he became a Director at 
Tube Investments, and an Advisory Director at Unilever. In 1963, Hall 
became Chairman of the National Institute of Economic and Social Research 
and between 1964 and 1967 he was Principal of Hertford College, Oxford. 
He died in September 1988 (see Arndt et al. 1988; Jones 1994).

3  Oxford Don: Tutor, Lecturer and Author

Hall was considered ‘an excellent tutor and a kind, polite and charming man 
by his students’, albeit he was not considered by them a good lecturer (Young 
and Lee 1993: 39, 52). Among those who took PPE under his tutelage were 
Anthony Crosland, and this in 1945 after Crosland resumed his studies at 
Oxford, transferring from Literae Humaniores (“Greats”) to PPE at the 
advanced age of 27. According to one observer, Crosland, who would go on 
to be a member of both the Wilson and Callaghan cabinets, ‘wrote his Oxford 
essays on supply and demand for a Trinity tutor [Hall] who…coincidently 
was a Labour party man’ (Reisman 1997: 69). A decade or so earlier, Hall is 
reported to have said that ‘Laissez faire is a lost cause which finds no home in 
Oxford’ (Crosland quoted in Harrison 1994: 387). Moreover, by this time, 
Hall was tutoring Crosland using Marshall’s Principles, Pigou’s Economics of 
Welfare and Keynes’s General Theory. In 1947, when Hall left Oxford to take 
over from Meade as Director of the Economic Section, Crosland replaced 
Hall as PPE tutor at Trinity College, Oxford, tutoring, among others, Anthony 
Wedgwood Benn, before moving into politics himself.

Over the period from his appointment in 1926 onwards, Hall lectured on 
the entrepreneur system, wages, the theory of production, prices and the the-
ory of distribution (see Young and Lee 1993: 42). From 1930 to 1939, he 
gave lectures on the economic functions of the State, equilibrium analysis, the 
economics of welfare, international trade, the price system in a collectivist 
economy, the forces determining price and output within an industry, ques-
tions in advanced economic theory, imperfect competition, and competition, 
imperfect competition and monopoly (see ibid.: 44). After the war, in 1946. 
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Hall also lectured on “Economic Planning in Great Britain”, and on price and 
output policy (see ibid.: 154).

Hall published two books derived from his lectures. The first was based on 
a lecture he gave in Michaelmas term 1933, entitled Earning and Spending 
(1934). Heavily influenced by Pigou’s writings, it did not receive much atten-
tion. Hall’s second book, The Economic System in a Socialist State (1937), was 
based on lectures given during Hilary term 1934. The book attracted interest, 
being reviewed favourably by Maurice Dobb in the Economic Journal (Dobb 
1937), by Jan Tinbergen (in German) in Weltwirtscaftliches Archiv (Tinbergen 
1938), and by Frank Knight in the Journal of Political Economy (Knight 1938). 
Knight’s review was perhaps the most important and influential as it was part 
of a joint review of Pigou’s Socialism Versus Capitalism (Pigou 1937) and Hall’s 
book, which Knight called ‘scientifically more important’ (Knight 1938: 
241). Knight went on:

It is an important book for anyone interested in theoretical—or, as I should 
prefer to say, “analytical”—economics, whether or not he is particularly con-
cerned with collectivism as such … In this book we not only find unusually 
sound and penetrating economic theory in the technical sense; in addition, the 
work is sprinkled with penetrating common-sense observations about the prob-
able workings of economic arrangements as affected by “human nature” 
(ibid.: 243–244).

Over the period 1930–1939, Hall himself reviewed books for various pub-
lications, including Economica, the Economic Journal and International Affairs.

4  Oxford Economist: OERG and Hall and Hitch

The history and output of the Oxford Economists’ Research Group (OERG) 
has been dealt with in detail (see Young and Lee 1993: 128–136), and thus 
will not be surveyed here. Rather, we focus on one of its most influential and 
controversial products, which was the paper written by Hall and Hitch enti-
tled “Price Theory and Business Behaviour”, published in Oxford Economic 
Papers in May 1939. The paper was based upon a detailed questionnaire and 
in-depth interviews with what today would be called a “purposive sample” of 
38 “entrepreneurs”. This sample was made up of ‘33 manufacturers…3 retail-
ers and 2 builders’ (Hall and Hitch 1939: 13). Preliminary results of the sur-
vey and the “full-cost pricing” principle developed by members of the OERG 
were earlier presented in papers by Roy Harrod and Hall in 1937 and 1938 
respectively at the Economics Section of the British Association (see ibid.: 12).
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The results of the Oxford survey appeared to conflict with the received 
doctrines of the time, marginalism and imperfect competition alike. As noted 
above, Hall and Hitch used the questionnaire method and gathered an 
“unrepresentative” sample of 38 firms. They had found that a high proportion 
of firms set prices using a full cost method. In other words, the firm would 
estimate average costs ex ante, as determined by its notion of “normal” out-
put, and then add to it a percentage margin (the “mark-up”).

Hall and Hitch did not consider how margins could vary according to 
demand. They asserted that the pricing mechanism they proposed was a rule 
of thumb, which could only result, by accident, in maximum profit. Their 
approach thus went against both the received marginalist theory of the firm, 
and the “new” theory of imperfect competition. Hall and Hitch justified their 
full-cost pricing model based on the view that producers did not know their 
demand or marginal revenue curves (see Hall and Hitch 1939: 18–19). In 
other words, they not only disregarded existing theory, but they set out an 
alternative model of industrial pricing.

In the process of explaining their model, they used a kinked demand curve, 
introduced independently by Sweezy (1939). This curve illustrated a quirk 
exhibited by oligopolistic markets, that is, an increase in one firm’s price 
would not be followed by its competitors, but by a fall in demand for the 
output of the price-cutting firm. On the other hand, a price decrease would be 
followed by competitors, resulting in a limited rise in demand. Thus, the 
demand curve facing the firm in an oligopolistic market exhibits a kink at the 
prevailing market price. This could then be used to account for price rigidity 
in oligopolistic markets. Indeed, it was proposed as a possible solution to the 
conundrum—falling output rather than falling prices—that characterised 
some sections of the economy in the 1930s (see Hall and Hitch 1939: 22–28; 
Efroymson 1943: 102–103).

What is also important to recall here is that the paper was reprinted in 
1951  in the volume Oxford Studies in the Price Mechanism, edited by Tom 
Wilson and Philip Andrews (see Hall and Hitch 1951), and in the view of at 
least one observer, catalysed, along with other critiques of the theory of the 
firm, Milton Friedman’s famous 1953 essay on “positive” economics. According 
to this view (Moss 1984: 314–315; italics in original), Friedman’s essay was 
clearly intended as a ‘reply to Hall and Hitch (1951)…and others who attacked 
the theory of the firm for having demonstrably unrealistic assumptions’.

The 1939 version of Hall and Hitch with its full-cost pricing principle and 
critique of both ‘current doctrine of the equilibrium of the firm’ and monopo-
listic competition approaches (Hall and Hitch 1939: 14–17) was the focus of 
some support, but mostly severe criticism from mainstream economists in the 
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American Economic Review and the Journal of Political Economy in the post-
war period. While their views were supported by Lester (1946) and Gordon 
(1948), the theory, methodology and conclusions of Hall and Hitch were 
attacked by Machlup (1946) and Stigler (1947).

Edward Chamberlin replied to the critique of Hall and Hitch in his note 
“‘Full Cost’ and Monopolistic Competition” in the Economic Journal (1952). 
In this, he sets out what he saw as ‘the relation of the full-cost principle to the 
theories of imperfect and monopolistic competition’ by reference to ‘Hall and 
Hitch in whose well-known article the principle of setting prices in accord 
with full cost is…presented in sharp contrast to “current doctrine” including 
specifically my own work [Monopolistic Competition]’ (Chamberlin 1952: 
318). He went on to say (ibid.: 319):

It seems to have been overlooked by all concerned that the principle in question, 
far from being at odds with the theory of monopolistic competition, has been 
from the first an integral part of it. Unless I have badly misunderstood the prin-
ciple, it is clearly (if briefly) described and contrasted with the principle of maxi-
mum profits…and is the basis, together with several closely related factors such 
as custom, traditional mark-ups, etc. (also oligopolistic influences), of my analy-
sis of the important phenomenon of excess capacity. In so far as the full cost 
principle is an acceptable part of price theory there is no difficulty whatever 
about assimilating it into a system of monopolistic competition—it is, in fact, a 
further development of the theory.

However, as will be seen below, Hall rejected Chamberlin’s position (see 
Hall 1970: 4–5).

In 1946, after his return to Oxford, Hall reviewed a book by George Katona 
on price controls and business in the US for the Economic Journal. As it was 
based on a survey and interviews—similar to the methodology used by the 
OERG and Hall and Hitch—Hall reviewed it very positively (see Hall 1946).

5  Government Service and the House of Lords

Hall’s tenure as Director of the Economic Section of the Cabinet Office 
(1947–1953) and Chief Economic Adviser at the Treasury (1953–1961) has 
been dealt with in detail by Cairncross in his edited volumes of Hall’s diaries 
(Cairncross 1989, 1991), Cairncross and Watts in their history of the 
Economic Section published in 1989, and Jones in his biography of Hall, An 
Economist Among Mandarins (1994), and thus will not be surveyed in 
detail here.
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Hall took up the post as part-time Director of the Economic Section in 
June 1947, becoming full-time in September 1947. Meade had left the posi-
tion in April of that year due to illness. At the Section, Hall worked with a 
number of people who were to go on to make their mark on economics. 
Among these were his Deputy Director, Marcus Fleming, Trevor Swan, 
Christopher Dow, George Shackle and Bryan Hopkin, among others. During 
the economic crisis in Britain and nationalisation of industries over the period 
July 1947–December 1948, as Meade and his staff had done previously, Hall 
and his staff produced discussion papers, including the “Balance of Payments 
Crisis”, “Import Replacement”, “Devaluation” “Fiscal Policy and Economic 
Planning”, “Interest Rate Policy” and “The Pricing Policy of Nationalised 
Industries” (see Treasury Papers). Indeed, as Chick commented (1997: 132):

Concerned to improve the influence of the Section, Hall sought to make its 
ideas more accessible to non-economists. Some simple improvements could be 
made, such as dissuading the Section from continuing to write “briefs that are 
too long” … Hall sought to improve both the presentation of the Section’s argu-
ments and to reduce their perception as being a gathering of merely academic 
theorists. Emphasising “the points on which there is substantial agreement” 
rather than the irreconcilable differences, Hall also attempted to get the econo-
mists and industrialists to meet one another.

Hall’s integration into his new position was enabled by the establishment 
of a good working relationship with Edwin (later Lord) Plowden, who headed 
the Central Economic Planning Staff from 1947 to 1953. As Jones put it 
(1994: 95), their ‘friendship and method of working closely…was of a kind 
that was extremely rare in Whitehall’. Also, according to Jones, as Plowden 
himself later recalled, their respective advice was given ‘in tandem’: Hall pro-
viding the idea or analysis, and after discussion between them, it would be 
presented by Plowden to the Chancellor of the Exchequer or relevant Treasury 
committee for their consideration (ibid.).

Reflecting their close working relationship, Plowden and Hall made a joint 
contribution entitled “The Supremacy of Politics” (1968) to a symposium in 
1968 initiated by the editors of The Political Quarterly on priorities in the 
allocation of national resources, focusing in particular on the determination 
of public expenditure. With the journal’s editors arguing for the need for a 
table of priorities and stressing ‘the limited role of rationality’, Plowden and 
Hall wrote:
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Although the electorate cannot be expected to understand the technicalities of 
the management of the economy, it does take into account, in the consider-
ations which lead to the outcome of elections, a view about how the national 
resources have been managed. But we think that many of the pleas for more 
research, a more technically trained higher Civil Service, and a reorganisation of 
the processes of government, are really pleas for a different political system 
which will hand over the management of public affairs to experts in particular 
skills or professions. In politics there is no market as there is in economic life, 
where values which are objectively commensurable are established (at any rate as 
a first and useful approximation) by the market process, or by calculations about 
what might be expected to happen if markets which took account of social val-
ues could be made to operate. The purpose of a great deal of public intervention 
is to bring about situations other than those which would result from market 
forces: there is no scale other than political judgment which can make the fac-
tors which are taken into account commensurable. The only expert in the world 
of politics is a politician. Parliament and the Cabinet are the agents to whom the 
electorate has handed over the task of weighing these factors against one another 
and they cannot delegate the task of “assembling a table of priorities” to any 
other bodies (Plowden and Hall 1968: 368).

Regarding Hall’s influence on policy-making from the early 1950s onwards, 
the following may be said. Britain faced balance of payments and inflation 
problems during Hall’s entire tenure at both the Economic Section and the 
Treasury. By 1952, the joint problems of sterling convertibility and the bal-
ance of payments came to a head. A plan to combine the restoration of ster-
ling convertibility and a flexible exchange rate—called ROBOT1—was 
suggested and rejected because of its employment implications. Hall, for his 
part, opposed the plan as it included sterling convertibility. In 1957, 
Chancellor of the Exchequer, Harold Macmillan, reconsidered the idea of 
floating, in the hope that it could reduce exchange rate volatility. Hall sup-
ported the float idea, but it was not implemented at the time, or in 1963, after 
Hall had left the Treasury, when Macmillan, who had become Prime Minister, 
again considered floating if the balance of payments situation necessitated it 
(see Jones 1994: 116–121).

Incomes policy was also considered in the early 1950s to counter inflation. 
Hall strongly advocated it as a tool for wage restraint and argued at the time 
that it was the only policy that could reconcile price stability and full employ-
ment However, the policy was not utilised as the government did not want to 

1 Derived from the names of its three civil servant creators, Leslie ROwan, George Bolton and 
OTto Clarke.
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antagonise the unions and bring about industrial strife (see Cairncross and 
Watts 1989: 337). By 1956, wage inflation had significantly increased, and a 
public sector price freeze was introduced rather than dealing with inflation via 
an increase in unemployment. The government also asked companies in the 
private sector to stabilise prices. In 1957, Macmillan’s new Chancellor of the 
Exchequer, Peter Thorneycroft, brought before the Cabinet proposals made 
by Hall regarding a wages policy, but this resulted only in the setting up of a 
Council on Prices, Productivity and Incomes, which would ostensibly issue 
reports that could provide a benchmark for wage settlements. Although not 
considered effective by Hall, as it actually put the blame for inflation on 
government- led demand inflation in most of its reports, the Council lasted 
until the end of 1961 (see Jones 1994: 148–149).

However, there is another side to the story of Hall’s tenure as head of the 
Economic Section. While the defeat of the Bank of England and the Treasury 
over the ROBOT plan for sterling convertibility in 1952 is usually attributed 
to Hall and Plowden, it was actually the Paymaster General, Lord Cherwell, 
who did most to block the plan in Cabinet and, while Cherwell consulted 
Hall, he relied mainly on his own economic adviser, Donald MacDougall. 
Moreover, Macmillan, both as Chancellor of the Exchequer and as Prime 
Minister, was in direct contact with Roy Harrod, who was his ex officio infor-
mal adviser, something which upset Hall. In addition, in 1957, Thorneycroft 
consulted Lionel Robbins, leading Hall to seriously consider leaving public 
service (see Peden 2003: 119).

After his elevation to the House of Lords in 1969, Hall began a second 
career, first, as a crossbencher between 1970 and 1981 and then as economic 
spokesperson for the new Social Democratic Party (SDP) over the period 
1981–1986. He was an active member of the Lords, giving speeches, engag-
ing in debates, and serving on committees and chairing them. Over the period 
1970–1981, he spoke on Britain and the EEC, sterling and the decision to 
float the pound (1972), and inflation, economic policy and OPEC I (1973). 
In 1975, he was a member of the Lords committee that issued a report on the 
EEC. In 1976, he gave major speeches on economic policy on wage agree-
ments. In 1976–1977, he chaired the Lords Select Committee on Commodity 
Prices, which issued its report in July 1977. He also spoke on housing policies 
in 1977 and in 1978 on European monetary union and EMS, and on produc-
tivity and dividends. The next year, he participated in various debates on 
wages and unemployment, industrial recovery and competitiveness, the EEC 
budget, and the impact of OPEC II. In 1980, he spoke on the retail price 
index and commodity price stabilisation, the EEC budget, on problems of gas 
and electricity supply, and on social security (see Jones 1994: 177–179).
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As noted, from 1981 until 1986, Hall was SDP economic spokesperson in 
the Lords. In 1981, he spoke on social security and workforce expansion, and 
on the EEC’s Common Agricultural Policy, following this in 1982 by speak-
ing on the Lords Select Committee’s Report on Unemployment, as well as on 
social security, economic and social policies in developing countries, housing 
policy, wage councils and the current account. Between 1983 and 1986, he 
offered his opinions on a host of subjects, including the world economy and 
currency stability, unemployment in the UK compared to the OECD, trade 
with Germany, employment policy and monetary policy (see ibid.: 179–180).

6  Engineering, Economics and Policy-Making: 
Retrospect and Prospect

In August 1967, Hall gave a paper at a conference on “Economic Policy” at 
the University of Queensland where, as noted, he had taken a degree in Civil 
Engineering before being awarded a Rhodes Scholarship to study PPE at 
Oxford. This paper, entitled “Problems of Aggregation and Dis-Aggregation 
in Macro- Economic Policy”, was later published in the first issue of Economic 
Analysis and Policy (Hall 1970). It retrospectively summed up Hall’s weltan-
schauung, reflecting the nexus between his two areas of academic training, and 
his economic writings and outlook. Due to its importance, we cite from it 
here at length. He opened by outlining the planning problem and how to deal 
with it from an engineering and then an economic perspective. Hall wrote 
(Hall 1970: 1–2):

This paper does not deal with the mathematical problems or conditions involved. 
What it attempts to do is to look at the nature of the problems with which an 
economist engaged in planning is likely to be involved … We may first glance 
at the question as it confronts the engineer … An example recalled from my 
own days as a student of Civil Engineering is the “run-off” problem—what is 
the greatest volume of water which will flow past a given point from a given 
catchment area … The problem is first to get the data, and then to decide the 
point at which additional accuracy is not worth the trouble and how much to 
add to allow for the remaining uncertainty … The economist has to deal with 
economic behaviour and in macroeconomics the main aggregates are expressed 
in terms of money and of people; the most interesting ones are usually National 
Income per head and the rate of growth of this income. Such calculations imply, 
if they are to be meaningful, that there is a system of allocating real resources 
which is accepted as valid for the purposes for which these aggregates are being 
discussed.
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Hall then returned to arguments he had made three decades before in his 
1937 book The Economic System in a Socialist State (Hall 1970: 2–3):

All this led to planning, either in a socialist sense in which the judgment of plan-
ners is substituted for market prices or in the form in which it is mainly prac-
tised in countries which still have an enterprise system, on lines systematised by 
Pigou, affecting income distribution or the use of resources in production. The 
planner is then faced with a sort of engineer’s problem, that he has to work in 
aggregates and that he has to take the units as they come … A description of a 
market economy which assumed that men were activated by economic motives, 
and that the proviso that other things should be equal was one that could gener-
ally be made, was pragmatically useful, and could indeed construct a model for 
a planned economy as well as for a market one as long as the objective was the 
efficient use of resources.

Hall then turned to issues of competition and pricing, this time referring to 
his 1939 paper with Hitch, and answering Chamberlin (1952) cited above. 
He wrote (Hall 1970: 4–5):

Although from a planning point of view it is not very important, the problem 
can be illustrated by considering the question of imperfect competition … The 
difficulties arise, both in analysis and in making useful models, because the 
consumers are not homogeneous … In the analysis of perfect competition, it 
was basic that all potential buyers would prefer a cheaper to a dearer unit of the 
same commodity and that all commodity units were perfect substitutes for one 
another. Thus the original imperfect competition models were very unsatisfac-
tory. They showed the change in sales which corresponded to price variations, 
but not the gain or loss of sales which resulted from blocks of buyers transferring 
from one producer to another, nor of course the effect on other producers, who 
were not even shown on the demand curve for the firm. Chamberlin tried to 
overcome this by shifting the whole curve towards or away from the origin as 
the share of the market changed between firms, but it is a rather clumsy device … 
In practice all these situations end in the establishment of a common price—
some variant of the full-cost price originally studied by myself and C.J. Hitch—
and competition takes the form of selling expenditure.

Hall summed up his arguments as follows (ibid.: 12):

To repeat in brief the thesis of this paper which I have tried to illustrate by a few 
examples, we cannot expect fine performance from blunt instruments. Planning, 
which takes as its task the improvement of performance, soon runs into difficul-
ties because of the lack of knowledge about the dis-aggregations needed to do 
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better. It is no good expecting more from an economy than the means at our 
disposal allow: if we raise our targets, we must improve our instruments.

In a series of articles between 1981 and 1983, Hall set out his views on 
incomes policy, monetarism, full employment and international economic 
co-operation. In the April 1981 issue of the Institute of Economic Affairs’ 
magazine, Economic Affairs, he published an article on the problem posed by 
trade unions in the policy nexus relating employment, wages and inflation 
under the balance of payments constraint in the UK.  In the article, he 
explained his change of opinion regarding the efficacy of incomes policy to 
combat inflation (see Hall 1981a).

In November 1981, he published an essay in the London Review of Books 
which the magazine titled “Lord Roberthall, Economic Adviser to Macmillan’s 
Government, Looks at the Failure of Monetarism” (Hall 1981b). In it, he 
essentially repeated the position given in his testimony as Chief Economic 
Adviser to the Treasury before the Radcliffe Committee almost 25  years 
before, in 1957, at the high point of the Macmillan government’s application 
of monetary policy to combat inflation. He testified that ‘by and large the 
government has not used monetary policy as an instrument primarily to be 
used to secure stable prices’, asserting that there was ‘an institutional factor’ 
causing inflation that had ‘been behind’ its ongoing requests for restraint of 
wages (Hall 1960: 98–99).

In 1982, in a retrospective essay entitled “The End of Full Employment”, 
Hall surveyed economic and political developments during the period of his 
tenure in the Cabinet Office and Treasury from 1947 to 1961 and the subse-
quent period of increasing economic instability up to the second oil 
price shock.

Finally, in a popular article in History Today entitled “International 
Economic Co-operation After 1945”, Hall published his recollections as the 
British representative on the UN’s Economic and Employment Commission 
from 1945 to 1949 and his views on post-war developments in international 
organisations (see Hall 1983).

7  Conclusion

While not the most famous of Oxford’s PPE graduates, or its academic per-
sonages, Robert Hall, later Lord Roberthall, was perhaps one of its most mul-
tifaceted. Starting out in Australia as a civil engineering graduate, he was 
awarded a Rhodes Scholarship to study at Oxford, taking a First in PPE, 
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became an Oxford don and was an active member of the OERG. In this 
capacity, Hall published, with Charles Hitch, a paper on full-cost pricing and 
the kinked demand curve in 1939, which subsequently became the focus of 
much Transatlantic debate amongst economists in the post-war period.

After his wartime service for the British government in Washington, D.C., 
Hall returned to Oxford and later was Director of the Economic Section in 
the Cabinet Office from 1947 to 1953 and then Chief Economic Adviser to 
the Treasury during 1953–1961. During his tenure in Whitehall, Hall’s influ-
ence on policy-making was significant, ranging from the rejection of ROBOT, 
the setting of relevant pricing policies for the post-war nationalisation pro-
gramme, to the issue of implementation of incomes policy.

Upon leaving government service, Hall returned to Oxford to resume aca-
demic activities, becoming Principal of Hertford College, Chairman of the 
NIESR and President of the RES. Awarded a peerage in 1969, he started what 
was essentially a new career in politics. After a decade as an independent 
member of the Lords, Hall became an economic spokesperson for the SDP, 
active almost until his death in 1988. In light of the above, it may be con-
cluded that he was indeed an economist “for all seasons”.
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15
Thomas Balogh (1905–1985)

Andrew Graham

1  Introduction1

‘Do you know any Baloghian economics?’ It would have been a challenging 
enough question at any time, but the context piled on the pressure. The ques-
tioner was Theo Cooper, then Tutorial Fellow in Economics at St Hugh’s, 
Oxford, known for being both ‘crushingly intelligent’ and so manifestly 
honest that she was incapable of hiding her disdain for stupidity. Worse still, 
I had never met Theo before, nor Thomas Balogh, and I could not have writ-
ten a sentence about him or his economics. Despite never having met Balogh, 
it was my first day working for him. The date was Monday, 3 October 1966 
and the place…10 Downing Street.

Fortunately, I had the wit only to say ‘not much’ and, after a few moments 
of terrifying scrutiny, she pushed a clutch of brown folders across to me 
saying, ‘You had better read these’. They were labelled “Economic Adviser’s 
Office only. Top Secret”.

Baloghian economics, it transpired, involved…well, just about any-
thing. After only an hour of skim reading I had come across memos about 
microprocessor technology, Rhodesian sanctions, the psychology of the 

1 I am grateful to Frances Stewart and Vijay Josh for comments, to Robert Cord for eagle-eyed editing 
and to Yasmin Rafiei for assistance with the bibliography. As usual, all errors remain my responsibility.
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French, the stupidity of the civil servants at the Board of Trade, foreign 
exchange controls, awards to university students, international liquidity, 
public purchasing, the funding and organisation of research councils, 
changes to the Selective Employment Tax, company law, balance of pay-
ments forecasts and car prices.

In his academic writings, Balogh’s sinners (and his very occasional saints) 
are condemned to the depths of his incomparable footnotes, but in his 
Whitehall minutes, sprayed around like a machine gun, the human agents 
were in the thick of the action. It was X who was responsible for this piece of 
damage, Y with this foolish idea, Z who, if promoted, might just possibly put 
it right.

I rapidly learned that Balogh was formidably clever, totally unconventional 
and accepted no boundaries to academic disciplines. I recall him growling at 
me in his inimitable Hungarian accent, ‘Why is the female always more deadly 
than the male?’ The object of his attention was not Mrs Thatcher—despite the 
appropriateness of his remark—but a traffic warden, stabbing a ticket onto a 
Rolls-Royce in Parliament Street. ‘Dressed like a “vasp”, you see’. The warden 
was clearly meant to hear. She could also hardly avoid his unflinching inspec-
tion: a penetrating gaze out of small slanted brown eyes over the top of his 
glasses. The occasion was typical. He was a detailed observer (especially of 
people and every aspect of their behaviour); he cared little for what other 
people thought (or, rather, he liked to give this impression); and he said what 
he thought or what he thought would provoke.

Typical it may have been. Representative it cannot be. Thomas Balogh, or 
“Tommy” as he was known to most of his friends, was too colourful and too 
talented to be captured in a single example. Paul Streeten compared conversa-
tion with him to wandering through a well-stocked department store: ‘One 
never quite knows what wares will turn up next, but each department presents 
an array of beautiful and useful items. The moves were sometimes vertical, 
sometimes horizontal, sometimes diagonal, but always unpredictable’ 
(Streeten 2000: 35).

On another occasion, I was with him at a meeting in the Ministry of Power 
(as it then was) discussing with the civil servants how much gas the oil com-
panies might actually be finding under the North Sea and he suddenly hissed 
to me in a stage whisper, ‘You know they are all in ze pay of the oil companies’ 
and then left the meeting, leaving me to face the glares of the ‘they’.
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2  Balogh’s Life

Curiously, apart from those who met him—all of whom have stories about 
him—few people today know much about Thomas, later Lord, Balogh. Born 
in Budapest on 2 November 1905 (only a street away from Nicky Kaldor),2 
he attended a gymnasium, a ‘classical grammar school’, as he called it, that 
had been founded by his great-uncle.3 (Nicky attended the same school two 
years later.) While his family appears to have been reasonably well off—his 
father was a civil servant and the family had a governess—Balogh was con-
scious from an early age of the damage of inflation. The ‘adolescent trauma’, 
he said, ‘was not unemployment and crisis, but impoverishment and loss of 
class status as a result of monetary chaos’. With the Austro-Hungarian Empire 
in final decline, the presence of poverty or the threat of poverty was ubiqui-
tous. He spoke of even the privileged carrying, rather than wearing their 
shoes, so that they would not become worn out too quickly.

As a result, when Balogh left school, he was conscious of the need to earn 
his living and so ‘instead of studying physics I worked at a bank and read 
economics’. He attended Budapest University. His thesis on the German 
inflation of 1921–1923 earned him a fellowship to study in Berlin in 
1927–1928 which he combined with work for the Reichsbank. He found in 
Berlin a ‘freedom of manners and thought and sex not to be paralleled for 
thirty years’. For him ‘the sense of liberation from the constrictive conven-
tionality of Budapest was inebriating’.

Subsequently, he won a Rockefeller Fellowship to Harvard (1928–1930). 
While in the USA he managed to do research for the Federal Reserve, but part 
of his Fellowship was spent in London and part in Paris (working for the 
Banque de France). During a visit to London, he sent Keynes a letter of intro-
duction provided for him by Schumpeter. Amongst Balogh’s jottings, he 
records that in June 1930, ‘Keynes invited me to lunch. Kingsley Martin was 
the other guest. Keynes had spent the morning at the Macmillan Committee. 
After lunch he asked me to stay on’. Three months later, Keynes published in 
the Economic Journal the first article that Balogh had written in English, 
namely “The Import of Gold into France” (Balogh 1930a).

2 Professor Nicholas Kaldor, later Lord Kaldor (born 12 May 1908, died 30 September 1986) was an 
equally well-known Hungarian economist who emigrated to the UK at a similar time to Balogh.
3 Quotes by Balogh in this chapter come from three sources: the excellent biography by June Morris 
(2007), Balogh’s (uncatalogued) papers in the Balliol Archives, Oxford, and my memories of conversa-
tions with him. It is a pleasure to acknowledge how greatly the writing of this chapter has been aided by 
the presence of the work by June Morris.
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1931 found Balogh working for the League of Nations. He had hoped to 
take up a combined academic and banking career in Germany, but the finan-
cial crisis and Hitler’s dramatic success in the September 1930 federal election 
had closed that option. He found himself forced to move to England, tempo-
rarily unemployed until Keynes assisted him to obtain a job. This was in the 
City under O.T. “Foxy” Falk, Keynes’s successor as Treasury Representative at 
Versailles, and one of the few people whom Balogh continued to admire 
throughout his life.

Thus, by the age of 26, Balogh had worked for the central banks of the 
USA, France and Germany. However, neither then, nor later, did he work for 
the Bank of England. By the early 1940s, by which time he had taken a post 
at the Institute of Economics and Statistics at Oxford, he had become such a 
critic of the Bank that it is rumoured that they tried, unsuccessfully, to pre-
vent him being appointed to a Lectureship at Balliol in 1940. Indeed, he was 
not elected to a fellowship until 1945 when the then Master, A.D. (Sandy) 
Lindsay, backed him strongly. He remained connected with Balliol for the rest 
of his life, first as a Tutorial Fellow from 1945 to 1968, then as a Senior 
Research Fellow from 1968 to 1973 and, finally, as an Emeritus Fellow until 
his death. Throughout this period, he also held a University appointment, 
being elected, in 1960, to a Readership in Economics.

Balogh, alongside his full-time teaching and research at Oxford, either 
advised or worked in every Labour administration from 1945 to 1979. Indeed, 
during the Attlee government, he advised almost all of the economics minis-
ters. Not that this was always to his liking. Many years later, he spoke of work-
ing for ‘buffoons like Shinwell, whose brain I was for ten years’. However, 
during this time, a much more fruitful relationship was developing with 
Harold Wilson. Balogh had met Wilson as early as 1937 when Wilson, then 
only 21, became a Lecturer in Economics at New College, Oxford, and he 
acted as an unofficial adviser when Wilson was President of the Board of 
Trade (1947–1951). When the Labour Party went into opposition in the 
1950s, and especially when Wilson became Shadow Chancellor and then 
Leader of the Opposition, they continued to work closely. As a result of his 
work on development economics, Balogh travelled extensively, but, when not 
abroad, he would see Wilson about once a week, sometimes more. He not 
only provided Wilson with a stream of briefs, but also peppered all parts of the 
Labour Party with his views via phone calls, letters and articles. He was par-
ticularly close friends with Aneurin Bevan, Dick Crossman, Barbara Castle 
and Peter Shore and his ties were strengthened through his membership (from 
1943 to 1964) of the Labour Party’s Economic and Financial Committee.
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Balogh married twice. The first, in 1945, was to Penelope Gatty (née 
Tower), a psychotherapist and the widow of Oliver Gatty, a Fellow of Balliol. 
This marriage was dissolved in 1970 and the same year he married Catherine 
Storr (née Cole), a psychologist and a well-known author of children’s books.

However, the bare facts of Balogh’s life convey little of the man. The titles 
of his main books, and still more so those of his articles, listed in the bibliog-
raphy, indicate something of his range of interests, but even these do not 
display the power of his intelligence nor the trenchancy of his personality. As 
June Morris has well described, his deep engagement with economic policy 
captures only a fraction of Balogh’s interests. He was deeply interested in his-
tory, art and science, especially applied science.4 Balogh also had multiple 
affairs, including an especially intense one with Iris Murdoch. He was fasci-
nated by people’s psychology and sexuality and saw few boundaries between 
this and their political and economic views, asserting to Roger Opie,5 that as 
I, Andrew Graham, had an attractive wife, I was bound to be in favour of 
expansionist policies!

Allied to his intellect was an uncanny ability to absorb ideas, information 
and gossip about everything. Wilfred Beckerman recalls Balogh arriving in 
Athens when Beckerman was economic adviser to the Greek government and 
within an hour Balogh knew more than Beckerman did about everything 
going on in Greece. Even Keynes, coming to London from Cambridge, is 
reputed to have used Balogh to find out what was what. Balogh was also con-
stantly on the attack, especially against the Establishment and against what he 
regarded as stupidity and injustice. For him, everything and everybody was 
black or white and he was loved and hated in equal measure.

A particular object of attack, in addition to his many criticisms of all tradi-
tional “schools” of economics, was the British Civil Service. His 1959 essay 
“The Apotheosis of the Dilettante”—was a blistering assault on what he 
regarded as the amateurishness of most civil servants and hence, according to 
Balogh, the incompetence of their advice.

Yet, Thomas Balogh’s economic and political interests were never confined 
to the UK. In 1955, he and Dudley Seers wrote a report for Dom Mintoff, the 
Prime Minister of Malta. From that time onwards, as he states:

I rarely spent university vacations and sabbatical leaves at home. The 
Governments of Jamaica, British Guiana, Mauritius, India, Greece and various 

4 He was, for example, a close friend of Margaret Gowing, the first occupant of a chair in the history of 
science at Oxford.
5 Fellow and Tutor in Economics, New College, Oxford, 1961–1992.
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United Nations agencies, especially the Food and Agriculture Organization, the 
Special Fund, and the Latin American Economic Commission, as well as the 
Organization for European Economic Co-operation and the Organization for 
American States gave me opportunities to work on problems of stunted 
development.

His advice was constantly sought at the highest levels. He was friends with, 
as well as adviser to, Michael Manley (Prime Minister of Jamaica), Jawaharlal 
Nehru (Prime Minister of India) and, as noted, Dom Mintoff. On one occa-
sion when a ferry to Malta had broken down, Mintoff sent a destroyer to 
collect Balogh from Sicily! He was also a friend of H.C. (“Nugget”) Coombs, 
the first Governor of the Commonwealth Bank of Australia (CBA), later the 
Reserve Bank, and for the whole period 1942 to 1964, he was a consultant to 
the CBA, writing a regular newsletter.

In 1964, Balogh was appointed Economic Adviser to the British Cabinet. 
In practice, he ran what was effectively the first “policy unit” in Downing 
Street. It was officially called the Economic Adviser’s Office and was located at 
first in the Cabinet Office, but, following the March 1966 general election, it 
moved into 10 Downing Street. There was a tiny staff, at most two or three 
other economists at any one time. Despite the small staff,6 the Office involved 
itself in the full range of economic policy. During these years, Balogh was seen 
not only as the éminence grise behind the Prime Minister, but also as the 
particular scourge of companies developing North Sea gas and, later, oil.

Indeed, at the time, he and Nicky Kaldor became the butt of the right wing 
“tabloids”. With Bulganin and Khrushchev in power in the Soviet Union, the 
two Hungarians (Balogh at No. 10 and Kaldor at the Treasury) were labelled 
“B and K, the terrible twins” or, sometimes, “Buda” and “Pest”—which I leave 
to your imagination. They were the closest of friends, sharing a flat in Gordon 
Square when Balogh first came to London in the early 1930s, as well as the 
greatest of competitors both intellectually and socially. They were also both 
passionately pro-British. Harold Lever tells how Tommy in one his many out-
bursts against the Board of Trade exclaimed, ‘Why should they always be on 
the side of the bloody foreigners?’ (Lever 1985).

In 1968, Balogh was created a life peer and when Wilson returned to power 
in March 1974 he was appointed Minister of State at the Department of 

6 Michael Stewart, later Reader in Economics at University College London; Theo Cooper, Tutorial 
Fellow in Economics, St Hugh’s College, Oxford; Stuart Holland, later Professor at the European 
University in Florence; Richard Pryke (for just a few weeks), later Senior Lecturer in Economics, 
University of Liverpool; Margaret Joan Anstee, later Dame Margaret Joan Anstee and Under-Secretary- 
General, United Nations, and myself.
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Energy. In 1976, he became Deputy Chairman of the British National Oil 
Corporation, the two successive positions thus giving him the opportunity to 
influence both the policy and the practice of introducing North Sea oil.

Over the whole of his very active life, Balogh travelled endlessly, carried on 
an enormous correspondence and remained deeply interested in how his for-
mer students were faring.7 He produced more than fifteen books, made 
numerous contributions to others and wrote something in excess of a thou-
sand articles on every aspect of political economy.

3  Baloghian Economics

With such a colourful and energetic background, why is Balogh so relatively 
unknown today? Why also would no more than a handful of contemporary 
economists have heard of ‘Baloghian economics’, still less be able to describe 
it? What lasting impact, either for good or ill, did this talented and controver-
sial economist make? Also, for what ought he to be remembered? For today’s 
mainstream economists, the answer is simple enough. Balogh is forgotten 
because, in their eyes, even at his very best, he was no more than an intemper-
ate critic. Monetarists, Marxists, Keynesians, Austrians and neoclassicists were 
condemned with equal vigour—or almost equal. Marxists and Austrians 
received less attention simply because they had much less influence on 
UK policy.

Even Keynes did not escape. In 1945, notwithstanding their earlier friend-
ship, there was a furious row. Balogh took issue with Keynes over the Bretton 
Woods Agreement, daring to disagree with him in talks, articles, pamphlets 
and letters to The Times. He even took on Keynes indirectly in the House of 
Lords by briefing three out of the four who spoke against what Keynes was 
recommending. In addition to this argument, Balogh criticised Keynes more 
generally over the neglect of the international dimension of his theory.

His disagreements with the neo-Keynesians went even deeper, the venom 
made more bitter by his acute sense of a missed opportunity. Keynesian eco-
nomics, he believed, had offered a brief period of hope. In Balogh’s view, 
Keynes had laid out a theory in which the three central “propensities” around 

7 His students loved or, occasionally, hated him, as his tutorials never provided explanations but always 
challenges, provocations or acerbic comments. Al Steppan, who went on to become, inter alia, the 
Gladstone Professor of Government at Oxford, said that Balogh loved to shock American students and 
his first essay was “Why do Americans have such big tits on their cars?”, and Steven Lukes, later Tutorial 
Fellow in Politics at Balliol, tells how Balogh initially simply ignored his essay advocating devaluation, but 
when he pressed, Balogh snorted, ‘Darling, it is like masturbation, it becomes a habit’.
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which the structure of The General Theory rotates—to save, to invest and to 
hold liquidity—were all social psychological characteristics, not laws.8 
Moreover, Keynes’s framework not only allowed the monetary and real sectors 
of the economy to interact, as Balogh believed all historical evidence sug-
gested, but also did so without laying down rigid pathways of causation.

However, to Balogh’s great regret, Keynes’s mobile and suggestive form of 
theorising was rapidly replaced by formal models. Amongst economists, 
Hicks, who froze Keynes’s potentially open-ended system into a set of simul-
taneous equations in his IS-LM curves, was the subject of particular attack. So 
also were Phillips and Paish and their followers, with their claim of a stable 
relationship between the level of unemployment and the rate of inflation. In 
both cases, Balogh’s central critique was that economic relationships were pre-
sented as if the economy were a machine (instead of the evolving organism 
which he saw it to be).

Balogh was equally scathing of politicians, especially those on the 
Gaitskellite wing of the Labour Party who swallowed the textbook version of 
Keynesianism more or less whole. Tony Crosland’s influential book, The 
Future of Socialism (Crosland 1956), was a particular source of irritation. 
Balogh never believed, as Crosland did, that all the main economic problems 
could be largely solved provided only that there continued to be a relatively 
small amount of intelligent fiscal and monetary manipulation. In particular, 
in Balogh’s view, in the absence of an incomes policy, either full employment 
had to be abandoned as a goal, or inflation would not only persist, but also 
gradually increase—as, indeed, it did. Investment, Balogh also thought, 
would never be a sufficient share of gross domestic product (GDP) if it were 
to be left largely to the market.

However, for Balogh, if the neo-Keynesians were bad, monetarists were much 
worse. For them, the economic levers did not even have to be pulled. Once the 
dials had been set, they expected the economy to run on autopilot, at worst 
deviating only “temporarily” from the “natural” rate of unemployment. In this, 
Balogh accused them of a double error. First, they were wrong even to suppose 
that the dial could be set. Thus, sometime around 1970, I recall him saying, 
‘You can’t control vot you also measure—ze buggers vill change’. Being trans-
lated, this is Goodhart’s Law, but many years earlier. Second, Balogh was  
infuriated because they, like the neoclassicists, simply assumed that the econ-
omy was either at equilibrium or, if disturbed, returned quickly to it—an  

8 Multiple theses have been written on what Keynes intended. Suffice to say that Keynes described his 
propensities as both ‘psychological’ and as ‘laws’, but was careful to stress that these were not ‘laws of 
necessity’.
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assumption that he regarded as not only totally without theoretical support, but 
also at odds with all the historical evidence of substantial trade cycles.

Is it right to say that Balogh was ‘infuriated’? Definitely. To Balogh, what 
mattered about economics was that it held such power for good or evil over 
people’s lives. This was no academic game. What made him mad about the 
monetarists was that he felt, and felt passionately, that they were misleading 
everyone. The solutions they advocated would not be painless, far from it, nor 
would the difficulties be merely temporary, as their theory implied. Indeed, 
they would not, in his view, be solutions at all.

For Balogh, neoclassical economics presented exactly the same Panglossian 
optimism. Again, it was influential and therefore potentially dangerous and 
based on assumptions, which to him, were so obviously wrong that he found 
it hard to understand how anyone could take such theories seriously. How, he 
asked, could the everyday observation that, in the great majority of industries, 
firms were in the driving seat as price-setters, not price-takers, be squared with 
a theory which assumed precisely the opposite? Why, equally, were all the 
models static, when the history of capitalism displayed dramatic change? Why 
was technology normally ignored? Or, if technical progress was recognised, 
why was it so frequently assumed to be “disembodied”, descending neutrally 
like manna from heaven? On and on the questions went.

The replies, both old and new, are well known. Then, it would have been 
said in defence that all theories are abstractions, one has to start from some-
where and what matters is not whether a theory is right (an impossible test), 
but whether it is illuminating. Today, it might be conceded that many of 
Balogh’s points were well taken, but the reply would be that others had made 
the same criticisms with greater clarity and that, in any case, such criticisms 
were of the early textbook models, when the subject was young and naive. 
Indeed, the responders might well add that Balogh’s observations were pre-
cisely why the subject had had to become more technical. Only when the 
power of the mathematics was ramped up, they would say, would it be possi-
ble to include the extra complexity which he stressed.

The crunch point, both then and now, is the question: What is the alterna-
tive? After all, even Paul Streeten, one of Balogh’s closest of allies, has con-
ceded that ‘it takes a model to kick out a model’ (P. Streeten quoted in 
H. Streeten 1986: 8). Here we come to the nub of the issue. Was Balogh, 
despite his phenomenal energy and his obvious talents, not really an econo-
mist to be taken seriously; an intemperate and acute critic of others, but with 
nothing significant to add in the longer run? Or are his methods, his observa-
tions and his contributions of enduring interest and significance?
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These questions cannot be answered without discussing the fundamental 
nature of economics. If the subject is a science with discoverable laws that can 
be modelled mathematically then Balogh has no place because he has no alter-
native theoretical framework to offer. The best that can be hoped is that his 
criticisms will lead to small amendments to mainstream theory. Far more 
likely, however, is that his critical observations, not being easily related to the 
existing framework, will be disregarded. There is, as Wittgenstein said, a ‘con-
temptuous attitude towards the particular case’ (Wittgenstein 1958: 18).

Conversely, if, as Balogh argued, economics, despite its apparent ability to 
quantify so many things, is not a science based on the belief that there are 
underlying laws about human behaviour to be discovered, then the picture 
shifts markedly. Theory no longer holds pride of place at the centre of the cita-
del, the hard core that has to be protected in its constant skirmishes with the 
facts. Instead, careful observation is what drives the subject and induction, the 
process of generalising from such observation, replaces deduction as the pri-
mary skill. Economists would then need an education which encompassed 
history and social psychology, and, above all, to value the ability of the detec-
tive higher than that of the mathematician. Of course, theoretical perspectives 
are still required, but these are no longer formal mathematical models but 
“organising insights”. Theory is a way of looking at the evidence in order to 
make sense of it, useful for the purpose in hand, but no more than that.

Seen from the second viewpoint, I suggest that Balogh’s observations, espe-
cially when combined, rather than seen individually, are of more importance 
than might at first appear. They offer both a useful set of organising insights 
and a coherent critique of mainstream theory.

Amongst the inductive generalisations that Balogh emphasised were the 
prevalence of economies of scale, oligopolistic industry, firms as price-setters, 
poor information, the uneven incidence and take up of technology and the 
fallibility of human expectations. Taken individually, each of these is a criti-
cism of one part of existing theory, but, taken together, they offer a different 
perspective. If economies of scale are widespread, if information is poor and if 
the incidence of technology is not random, then many industries are likely to 
be oligopolistic. If oligopoly is prevalent, then firms will be price-setters, not 
price-takers, and mark-up pricing may well be the norm. If prices are deter-
mined mainly by costs, and costs are L-shaped in the short run, then demand 
will almost certainly have its main influence not on prices, but on output, 
profits and investment.

Moreover, at the centre of Balogh’s view of the world lies the elusive con-
cept of power. The starting points for all his work on international develop-
ment were the massive inequalities that exist both between and within  
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countries. On the dedication page of the first volume of Unequal Partners, 
Balogh cites an 1885 quote by the Indian politician Lala Murlidhar which 
compares the ‘fairness’ of free trade between ‘impoverished India and the 
bloated capitalist England’ to a meeting between ‘a rabbit and a boa constric-
tor’ (Balogh 1963a: dedication page). To Balogh, the problems in measuring 
power were irrelevant when, in his view, the results of its existence were mani-
fest everywhere.

What is more, if you start within a framework consisting of inequalities of 
income and wealth and take on board the massive differences in access to power 
that result, and then add other Baloghian features such as economies of scale, it 
becomes a relatively trivial matter to construct a convincing story of cumulative 
causation. Once this is the case, then history matters and multiple equilibria are 
the norm, not the exception. Also, when history matters, expectations are cen-
tral, not the generalised perfect foresight of rational expectations, but the fallible 
particular foresight of the case-by-case approach. Bygones are then no longer 
bygones, but the stuff from which the future path of history is made.

Of course, many others have covered this ground and perhaps with greater 
patience, persuasion and illumination, than Balogh. But not many said all of 
this so early, nor so consistently, nor, above all, over such a wide range and so 
forcibly. Moreover, it is not just that Balogh said these things, but also, that he 
used his insights and used them effectively. This is the litmus test by which a 
political economist ought to be judged and by which, he, in particular, would 
want to be judged. As Keynes said describing Marshall’s views, ‘the bare bones 
of economic theory are not worth much in themselves … The whole point lies 
in applying them to the interpretation of current economic life’ (Keynes 
1924: 342).

4  Balogh’s Contributions

The relevant question to ask about Balogh is, therefore, not what theoretical 
innovations did he make, but what were his key contributions to applied 
political economy? In the long period up to 1964, before he worked full time 
in government, four stand out. First, in the 1930s, there is his work on 
German rearmament. As is well known, the dominant view in the Treasury at 
that time was steadfastly pre-Keynesian and strongly laissez-faire. They there-
fore rejected out of hand the possibility that national output could rise mas-
sively—and without inflation—by bringing millions of people out of 
unemployment via State investment, physical controls and rearmament. As 
Morris (2007: 24–27) recounts, Balogh was one of the very few who under-
stood early on what was happening and wrote and spoke about it whenever 
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and wherever he could (see, for example, Balogh 1938, 1939). He also made 
calculations of how large the German war effort might be, but the senior civil 
servants in the Treasury dismissed them. In fact, according to Balogh, the 
documents released at the end of the war showed that even his figures fell 
‘appreciably short of the truth’ (Balogh 1963b: 4).

Second, and of much longer-term significance, there was his understanding 
of inflation within the context of a world in which, post-Keynes, the macro-
economy could be stabilised. He saw earlier than anyone else the need for an 
incomes policy based on social consensus for the Keynesian policy revolution 
to be complete. In 1938, Joan Robinson had noted that the guarantee of full 
employment would fundamentally alter the bargaining position of employ-
ees, but it was Balogh who not only noticed what she said, but also saw its 
implications for policy. As early as 1941, Balogh wrote of the need, if full 
employment was to be maintained in the post-war period, for ‘a co-ordinated 
price and wage policy, with tribunals to enforce equity and prevent hardship’ 
(Balogh 1941: 13). Later, in 1970, he was the originator (at least in this con-
text) of the term “social contract” and a tireless advocate of it within the 
Labour Party (see especially Balogh 1963c).

Here, as in so much else of Balogh’s work, we see his understanding of the 
importance and complexity of power. Full employment gave fresh power to 
both employers and employees and so, he argued, in return for guaranteeing 
full employment, the State had the right to expect that unions and major 
firms would keep to their sides of the bargain—the power of the three groups 
being held together in a social contract. That such an incomes policy, mostly 
voluntary but ‘buttressed’ (a favourite word of his) by State institutions, 
should prove so difficult to establish does not in any way diminish the force 
of the insight.

Third was Balogh’s work on international payments. Out of his many con-
tributions in this field undoubtedly the most dramatic and the most impor-
tant was his campaign in 1945 against Keynes’s view of Bretton Woods. 
Kaldor’s comment was that was this was ‘one of the rare occasions I know of 
when Keynes was clearly in the wrong’ (Kaldor 1985). Here, we see one of 
Balogh’s best moments as well as one of the clearest examples of his approach.

In a nutshell, his criticism of Bretton Woods was that it entirely ignored the 
context. It attempted to impose a generalised move to free trade and an early 
abolition of capital controls and so a return to exchange rate convertibility 
combined with a system of international reserves proportional to world trade. 
Fine, in theory, but Balogh’s point was that this took no account of the par-
ticular situation at the end of the Second World War when the world econ-
omy was in fundamental disequilibrium in international payments. The war 
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had strengthened and increased the capital stock of the USA, but seriously 
damaged that of Europe. It had also placed the UK, in particular, in a position 
of extreme illiquidity (since sterling was still a reserve currency, massive bank 
deposits were held in sterling, capable, at a moment’s notice, of being switched 
to other currencies). Balogh predicted that, given this starting point, the 
application of Bretton Woods would cause either a currency crisis and/or 
deflation and unemployment in Western Europe.

Today, many people still write as if the Bretton Woods system ran relatively 
smoothly from 1944 until its demise in 1971, the implicit assumption being 
that Balogh was proved wrong. Yet the reverse is the case. First, there was the 
convertibility crisis in the UK in mid-1947; second, there was the Marshall 
Plan of 1948 for Europe; and third, that this plan had already been preceded 
by nearly $16 billion of US piecemeal aid in the years 1945–1947. None of 
these were remotely envisaged by the architects of Bretton Woods. All are 
vindications of Balogh’s predictions.

Balogh’s fourth contribution lies in his work on development and interna-
tional trade. Here he emphasised the importance of agriculture at a time when 
many countries were paying too much attention to industry. Alongside this, 
he was a constant advocate of rural education—as well as a critic of those 
countries which wanted to develop expensive hospitals and universities before 
they had provided for basic skills or primary health care. Moreover, there is a 
connection between his ideas on the role of education, training and technol-
ogy in the process of development and his approach to international trade. 
Taking it for granted that technical progress would not be random, he saw, far 
earlier than most, how, if technology could be harnessed and mobilised, this 
would have positive and cumulatively beneficial effects on a country’s share of 
trade, on investment and on growth.

Together with Paul Streeten, he also produced devastating critiques of the 
highly influential mathematical growth models, such as the one introduced by 
Solow (1956). Their joint article, “The Coefficient of Ignorance” (Balogh and 
Streeten 1963), demonstrates all too clearly how much the extent to which 
these theoretical articles were fundamentally a cover for how little economists 
actually knew about the processes of development.

When, in October 1964, Balogh moved into government9 there was, of 
course, no sudden disjuncture in his thinking. Both his strengths and his 
weaknesses were on full display: a brilliant critic, but a dreadful contributor to 
committee proceedings or Civil Service papers; unmatchable antennae and an 

9 De jure he was Economic Adviser to the Cabinet, but, de facto, he was Economic Adviser to the Prime 
Minister.
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extraordinary ability to see to the heart of things, but too impatient and with 
interests too diverse to bring about lasting change. Just as in his academic 
work, there was too much activity. He spread his energies far too wide and too 
thin. In the course of this, he not only exhausted himself, he also reduced his 
impact. Too many people received too many intemperate notes—and notes 
that were far from self-explanatory (even when the recipient was sympathetic 
to the Baloghian point of view).

The truth is that, in his interaction with the Whitehall machine, Balogh 
was, in many areas, running against the whole grain of thought—‘pissing into 
the wind’, as he would have described it. This was especially so where he was 
demanding ever tighter exchange controls, and the imposition of import 
rationing. On exchange controls, he made much less progress than he wished 
and on import controls no impact at all. The government chose an import 
surcharge instead.

Yet despite all this, the case for regarding Balogh’s work during his period 
within government as being of significance remains impressive. First, there 
were many policies that can either be directly attributed to him or where he 
played a significant role. The centrality of incomes policy, the formation of 
the Department of Economic Affairs, the creation of the Industrial 
Reorganisation Corporation (the IRC), the emphasis on indicative planning 
plus the need for changes in the industrial structure, and the frequent attempts 
to tighten exchange controls, all bear his mark.

Second, there was his anticipation of, and his role in, the gold crisis of 
March 1968. The UK had devalued in November 1967. What has passed 
almost unremarked was how close Britain came to a second devaluation just 
months later. Two factors led in this direction. One was the well-known 
J-curve effect of devaluation which meant that, in the months immediately 
following November 1967, the UK current account deficit increased, increas-
ing the loss of reserves. The other, much more significant, was that, with the 
Vietnam War in full swing, the Americans were also losing reserves as dollar 
holders switched into gold. Balogh warned Wilson of the dangers as early as 
January 1968, but the British Treasury seemed unwilling to listen. The situa-
tion came to a head in March of that year when the USA threatened to with-
draw unilaterally from the London Gold Pool. Balogh saw immediately that, 
if the threat were to be carried out, the result would be to throw the whole 
strain onto the UK’s tiny gold reserves and so cause a second sterling devalu-
ation. He urged that the only way out was for the UK to counter-threaten the 
USA. As a result, the UK let the USA know that, if the USA were to withdraw 
from the Gold Pool, the sterling balances would be blocked—a truly massive 
disruption of international payments.
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As we now know, the eventual outcome was one in which gold was allowed 
to float on the private markets but remained fixed for official settlements. 
According to Morris (2007: 150), the Chancellor of the Exchequer at the 
time, Roy Jenkins, was irked by Balogh’s interventions, as were some of the 
Treasury mandarins. Yet the fact remains that it was Balogh who first warned 
the Prime Minister of the threat, that it was Balogh who pressed for the con-
tingency planning of severe exchange controls, and that, if no such plans had 
been prepared, the UK would have had no leverage whatsoever.10

A third Balogh contribution, in my judgement substantially his largest, is 
the role that he played in maximising the benefits to the UK of the discovery 
in the North Sea, first of gas and then of oil. Balogh’s first concern was with 
the question: ‘How much of the North Sea belongs to the UK and how much 
to Scandinavia?’ In 1958, the UN Convention on the Law of the Sea had 
proposed that the dividing line should be halfway between the relevant shore-
lines (see UN 1958). However, Balogh discovered that, in the particular case 
of the North Sea, the shallow shelf that extends from each coast is much wider 
on the UK side so that the deep trench is much further to the east. On geo-
logical grounds, it could therefore have been argued that this trench would 
have been just as much the “natural” place to draw the line as halfway between 
the shores. Of course, if this view had been listened to and carried any weight, 
a much larger proportion of the subsequent discoveries in the North Sea, 
including the major finds of Ekofisk, Frigg and Statfjord, would have belonged 
to the UK. However, to his dismay, Balogh discovered that, just before the 
Labour Government came to power in 1964, the UK had ratified the 
Convention. For him, this confirmed his worst expectations. As he saw it, it 
was typical of the amateurish approach of British civil servants that they failed 
to show any interest in the relevant geological facts, preferring instead a sim-
ple layman’s view of where to draw the line. That, in reality, he could do noth-
ing about it did not stop Balogh from complaining vociferously.

Blocked on this front, Balogh turned his attention to maximising the ben-
efits to the UK from those discoveries of gas which did lie on the British side 
of the line. This led him into a second battle. Most of the civil servants dealing 
with the problem had been imbued with the supposed beauty of the unfet-
tered benefits of the price mechanism and so felt that the market should be 
left to itself. Balogh, in contrast, saw that, with prevailing gas and oil prices 
being well above extraction costs, there were potentially huge monopoly 

10 This account is based on (a) conversations between the author and Balogh in 1968, (b) Balogh’s papers 
in the Balliol Archives and (c) Hamilton (2008).
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profits to be made. His solution was to use the power of British Gas, then 
publicly owned, as the single purchaser to impose a monopsony price.

This sounds obvious. However, two struggles were required. First, even 
when the likelihood of large profits had been established, the “conventional 
wisdom” of the Civil Service still held that using monopsony power in this 
way was neither needed nor justified. Second, and more difficult, was the 
question: At what level should the price be set? Balogh’s view was that multi-
national companies would inevitably understate the size of hydrocarbon dis-
coveries and overstate the true cost of extraction.11 Alongside this was his fear 
that civil servants would be over-persuaded of the views of the companies, 
either because, as he saw it, they were amateurs, or, more dangerously, as his 
stage whisper to me implied, they would be thinking too much about possible 
lucrative employments once they retired from the Civil Service.

That Balogh’s interventions had a major effect is hardly in doubt. In 1966, 
an agreement was reached for a delivered price of 5 old pence per therm. By 
1967, following much tougher negotiations, the price was close to being set-
tled at 3.2 old pence, but Balogh briefed Wilson against this and in 1968 a 
settlement of only 2.87 old pence was achieved, with resulting savings to the 
UK of billions of pounds (see Morris 2007: 162).

The third area in which Balogh intervened was with the exploitation of oil 
in the 1970s. Here, again, he made major contributions, particularly in the 
face of fresh problems. To start with, there was no monopsony buyer of oil so 
this route to capturing the monopoly profits for the UK did not exist. Second, 
the other obvious alternative, taxation, faced a difficulty. In 1973, the Public 
Accounts Committee (PAC), a select committee of the British House of 
Commons, uncovered the fact that major oil companies were operating a 
highly successful tax avoidance scheme. Their accounting arrangements were 
such that they showed sufficient “apparent” losses on their non-UK opera-
tions to more than offset any UK profits. The result was that they hardly ever 
paid any UK tax (see Public Accounts Committee 1973). How did this come 
to light? Only because the then Chair of the PAC (Harold Lever, followed by 
Edmund Dell), plus the special adviser to the PAC, Professor Robert Neild, 
had received intensive briefing by Balogh and, to a much smaller extent, by me.

In 1974, Balogh, by now a Lord, was made a Minister of State at the 
Department of Energy and so given the opportunity to tackle the problem 
directly. His solution was to argue for a special, ring-fenced, petroleum 

11 There is no doubt that the difficulties of drilling in the North Sea were exceptional. Nevertheless, some-
one of sceptical frame of mind might still wonder whether the multiple news reports which appeared at 
the time, endlessly depicting how horrendous it was, were all driven by the pure snow of factual reporting.

 A. Graham



363

revenue tax (PRT) and the creation of the British National Oil Corporation 
(BNOC). This latter development was an essential accompaniment to PRT 
as, without it, the State would have had no direct information on costs. When 
Wilson resigned in March 1976, Balogh moved to become Deputy Chair of 
BNOC with the effect that he was able to continue to oversee the direct 
implementation of the policies he favoured.

Overall, there is no doubt at all that these three interventions—the use of 
the monopsony power available to British Gas, the introduction of PRT and 
the creation of BNOC—secured multiple billions of pounds for the UK and 
they must go down as the area in which Balogh’s unique blend of applied 
theory, intuition, passion, energy, courage, patriotism and practical policy-
making ability were best fused.

Nonetheless, Balogh had his weaknesses. There were inconsistencies in his 
views, he was far too intemperate, much too intolerant of people less clever 
than him, and he made mistakes. With such trenchant views, this was inevi-
table. Balogh himself thought that he had been especially wrong in his fear 
that the USA would revert to unemployment after the Second World War. He 
also underestimated the speed at which Western Europe would recover. More 
generally, he prophesied doom far more frequently than proved to be the case. 
But are prophesies that are confounded by the facts a mistake or a success? A 
prophesy can be a warning of what to avoid as much as a prediction of 
the future.

Balogh was also, I believe, always aware of contradictions within himself. 
What mobilised him above all else was the belief that the world could be 
made a better place (especially if he had anything to do with it). It was not 
necessary for people to be ignorant or stupid, nor was it required that the 
world should be run by knaves and fools, yet his melancholic nature com-
bined with his awareness of the grip of history made him constantly doubt 
whether a better world could be brought about.

He was also accused by his enemies as well as by some of his friends of 
being wrong about markets. If this is taken to mean that he did not under-
stand markets, then it is mistaken. When I worked for him in government, I 
was constantly surprised by the variety of his insights into markets. This was, 
of course, no more than the Baloghian case-by-case method. For example, he 
stressed the prevalence and the danger of oligopoly, yet he also noticed the 
long tail of tiny firms in the machine tool industry and supported measures to 
rationalise them.

Moreover, once a Baloghian perspective is adopted, it becomes obvious that 
the joint existence of the IRC and a Monopolies Commission were comple-
mentary rather than competitive instruments of economic policy. There were 
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two differing objectives: securing the benefits of economies of scale for lower 
costs, and securing the passing on of these lower costs to consumers. One 
needed the IRC, the other the Monopolies Commission.

He was equally aware that in the banking sector the situation was, yet 
again, different. Here, there was a strong oligopoly with no tail of small poten-
tial competitors. As a result, Balogh advocated more competition, but from 
the public sector in the shape of the Girobank. While in relation to the organ-
isation of research and even more so in the structure of universities, he was 
passionately in favour of all possible forms of decentralisation of power and 
was opposed to monopoly of any kind, regarding it as a fundamental threat to 
new ideas.

If, on the other hand, criticism of Balogh’s view of markets is taken to mean 
that he was too optimistic about how much could be planned and controlled 
in a non-wartime economy then the criticism is much more warranted. He 
never really allowed for the complexity that would be involved. No doubt he 
felt that since he could see what needed to be done, so also could others. Yet, 
as Paul Streeten has correctly noted, here too there was a contradiction. Balogh 
denounced administrators in general (and, as we have seen, the British Civil 
Service in particular) with the same passion that he advocated administrative 
controls. By the same token, he was too optimistic about the progress that he 
thought the Soviet Union would continue to make.

One of his best-known works, “The Apotheosis of the Diletantte” (Balogh 
1959), is particularly open to this criticism. Indeed, some of those most firmly 
within mainstream economics might even regard the very title as ironic. 
Balogh, they could say, was himself a dilettante, always skirmishing on the 
edges of economics, never offering a new perspective. If this is a claim that 
Balogh did not know his economics, it is fundamentally wrong. His strength 
was that he could always see straight through the mathematical flummery to 
the falsity of the assumptions on which it was based. I vividly recall him 
accosting me in the early 1970s saying, well before Lucas’s work on rational 
expectations had become at all well known, ‘Wot is all zis stuff about rational 
expectations? It is just perfect information by another name’.

However, while Balogh undoubtedly knew his economics, it remains the 
case that “The Apotheosis” produced a highly ironic outcome. Partly as a result 
of his criticism of the amateur nature of the Civil Service, there was an increase 
in their professional intake and, most particularly, the founding in 1964 of the 
Government Economic Service, most members of which come from the main-
stream in economics with its ever greater reliance on mathematical models. In 
short, the exact opposite of what Balogh would have wished.
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5  Conclusion

Finally, it is worth re-emphasising that, for Thomas Balogh, economics was 
not, and could never be, a science. No matter how much the power of the 
econometric microscope might be turned up, it could never discover the laws 
of human behaviour, because for him there were no such laws. Interesting 
regularities there might be, constraints there certainly were, but each of these 
was a product of the habits, history and institutions of the country concerned. 
Such factors had to be taken into account both because they varied from case 
to case and because they might change. Economic science was therefore no 
more than pseudoscience. Political economy was the only proper subject.

If today’s heterodox economists wish to take away one thing from Baloghian 
economics, it is this: What matters above all else is context. Mainstream econ-
omists study economising—which can take as much mathematics as you care 
to throw at it. Political economists study economies—and here the maths has 
to take second place to the complexity of reality.

It is worth recalling at this point Keynes’s remark in his obituary of Marshall:

[T]he amalgam of logic and intuition and the wide knowledge of facts, most of 
which are not precise, which is required for economic interpretation in its high-
est form, is, quite truly, overwhelmingly difficult for those whose gift mainly 
consists in the power to imagine and pursue to their furthest points the implica-
tions and prior conditions of comparatively simple facts which are known with 
a high degree of precision (Keynes 1924: 333, fn. 2).

At a commemoration for Balogh held in the Palace of Westminster in 1985, 
with three former Prime Ministers in attendance (Wilson, Callaghan and 
Heath), Lord (Harold) Lever paid tribute to his role above all as ‘a devoted 
public servant’ (Lever 1985). Balogh, the scourge of the establishment, would 
have regarded this as highly ironic, Yet, if we add to this the power of his 
insights and the flamboyancy (his enemies would say the impossibility) of his 
character, the verdict is not unfair.

Certainly, Balogh’s energies on behalf of his adopted country truly deserve 
that recognition. But, he was more than a devoted public servant, far more. 
His multiple contributions make him a political economist extraordinaire. To 
be blessed with Balogh’s intuition is given to very few. To have that intuition, 
combined with what Streeten (1985a: 19) has called his ‘Zivilcourage’ (the 
capacity to speak one’s mind when all around are of an opposite opinion), is a 
gift which should not pass unnoticed in the history of political economy.
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16
Colin Clark (1905–1989)

Alex Millmow

1  Introduction

It may surprise some that the Anglo-Australian economist, Colin Clark, could 
be regarded as an Oxford economist. He is barely mentioned, for instance, in 
Warren Young and Fred Lee’s anthology Oxford Economics and Oxford 
Economists (1993). However, his university education, including an exposure 
to statistics and economics, was forged at Oxford as well as an introduction to 
socialism and Labour politics. In mid-career, Clark was appointed as Director 
of Oxford’s Agricultural Economics Research Institute (AERI), a post he held 
from 1953 to 1969. That position allowed him to become a Fellow of his old 
college, Brasenose. Appropriately, on the 100th anniversary of his birth, 
Brasenose hosted a colloquium in 1905 celebrating Clark’s life and contribu-
tions. In his presentation, David Hendry hailed Clark as an ‘Oxford-trained 
economist whose Herculean data collection remain unparalleled to the mod-
ern day’.1

It will come as less of a surprise to many that Clark was a world figure in 
the economics discipline over two distinct periods, first in the 1930s for his 

1 Colloquium held to celebrate the 100th anniversary of Clark’s birth, Brasenose College, Oxford, 2 
November 2005 (mimeo).
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work on national income accounting. The Australian economist, Duncan 
Ironmonger, rightly hailed Clark as ‘the father of the national accounts’ 
because he was the first to measure national product, growth and distribu-
tion.2 That milestone was quickly followed by another major undertaking 
looking at international comparisons of national income and finding that 
most of the world was desperately poor and that “the age of plenty” would be 
a long time in coming. These pioneering efforts led one newspaper to deem 
Clark ‘a kind of one-man central statistical office for the world’ (The Daily 
Telegraph 1989: 21).

During his time at the Institute, Clark walked again into the international 
spotlight for his work on development economics, particularly his controver-
sial thesis that rapid population growth was a positive factor for economic 
prosperity. Being in the limelight was part of Clark’s nature as an economist, 
either in writing for the popular press or, indeed, making headlines himself. 
His work had already made, for instance, the front page of The New York 
Times in 1949 disproving claims that the Soviet Union was outpacing the 
West in terms of economic performance. In fact, American productivity was 
eight-and-a-half times greater than the Soviet rate (Clark 1949a). He again 
figured prominently in the American press when he warned that the US econ-
omy was in danger of falling headlong into recession in 1954. Clark (1949b) 
had an econometric model of the American business cycle to fortify his pro-
jections. His facility with statistics and their interpretation led to him becom-
ing one of the founding fathers of econometrics, yet he is barely mentioned in 
anthologies on the history of economic thought.

While Clark spent 16 years as the Director of the AERI, he was strangely 
detached from the Department of Economics at Oxford. Indeed, he found it 
to be ‘intellectually stultifying’.3 At the time, Oxford economics was domi-
nated by a left-wing Keynesian clique that encompassed demand manage-
ment, redistribution of income and wealth, nationalisation, and microeconomic 
intervention (see Young and Lee 1993: 204). Few Oxford economists had 
interest in the ‘data-grubbing’ efforts of Clark.4 However, Clark rubbed shoul-
ders with the likes of Roy Harrod, I.M.D. Little and J.R. Hicks; he sparred 
intellectually with Thomas Balogh over British economic policy and with 
Peter Wiles over Soviet economics. Incidentally, it was Hicks who was 
instrumental in alerting the relevant Oxford authorities to Clark’s availability 

2 “Colin Grant Clark 1905–1989”, Colin Clark Papers, Brasenose College, Oxford University (CCP, BC, 
UO hereafter).
3 This is what Clark told his son, David Clark, who, in turn, relayed it to the author.
4 As Hendry described Clark’s approach to his work at the Colloquium on Clark at Brasenose.
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to head up the AERI. When that appointment was announced it was likened 
by the Cambridge agricultural economist, Ruth Cohen, to ‘dropping a land 
mine on a quiet back street’ (Cohen quoted in Healey and McFarlane 1979: 
20). It was not just because Clark was not renowned as an agricultural econo-
mist, but because he had a reputation as a rational antagonist, someone who 
loved to be outspoken. That said, even he agreed that it was an odd appoint-
ment since his research speciality was, in fact, long-run economic change (see 
Peters 2001: 9–10). However, Clark was underselling himself. At Cambridge, 
he had written a few pieces on British agricultural policy but, more impor-
tantly, in 1935 he had presented a paper at the British Association for the 
Advancement of Science where he argued that the world’s food supply had 
caught up and overtaken the world’s population to the extent that relative 
food prices were now falling. The paper had opened with the line ‘Was 
Malthus wrong?’ and went on to demonstrate Clark’s early suspicion about 
the validity of Malthusianism but also portended a future research interest 
about the true extent of world hunger.

2  Beginnings

Born in London in 1905, Colin was the first of four children of James and 
Marion Clark. His father had been a Scottish-born merchant adventurer who 
had spent 20 years abroad, mostly in Australia, and was involved in the meat 
export trade. James Clark made and lost three fortunes in his lifetime; here 
was an early exposure for Colin of the capriciousness of the business cycle. He 
would later say that you could not understand economics unless you under-
stood the nature of business. Inordinately bright, Colin won a scholarship to 
Winchester and went up to Oxford to study chemistry. He gained Second 
Class Honours which suggested that his mind was focused elsewhere. Clark 
had, in fact, began auditing economics lectures and reading economic tracts. 
According to Lionel Robbins, a young economics tutor at New College, Clark 
had quickly become ‘disillusioned’ with chemistry. He recalled how Clark 
would turn up to the Adam Smith Society ‘with large sheaves of statistical 
material, worked up in his spare time, to illuminate and bring down to earth 
the theoretical discussions of his fellow members’ (Robbins 1971: 119).

Clark’s interest in economics had been sparked by his strong political beliefs 
and early embrace of Fabian socialism and the Labour Party. It was G.D.H. Cole 
who introduced him to the world of guild socialism. Clark featured in debates 
at the Oxford Union during 1927 and 1928 and was described by one col-
league, John Parker (1982: 16), as ‘one of the most original and striking 
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Labour Club personalities’. He used his facility at handling statistical data to 
buttress his arguments. Auspiciously, his first publication, “A Graphical 
Analysis of the Unemployment Position, 1920–1928” (Clark 1929), merited 
the Royal Statistical Society’s Frances Wood Memorial Prize in 1928. He later 
described it as a rather ‘laborious compilation’ of monthly movements in 
unemployment statistics (Clark to Arndt, 4 September 1978, Heinz Arndt 
Papers, National Library of Australia). For the moment, a political career 
beckoned; Clark ran as a Labour Party candidate in three general elections. All 
met with failure with Clark realising that he did not have ‘the right personal-
ity’ for politics. He realised that he was at heart ‘a scientist. Whereas politi-
cians have to deal with action. It is a fundamental distinction’ (Clark in 
Higgins 1989: 297). Clark would become instead a backroom boy, working 
on Labour policy and those bodies associated with the party.

After Robbins, another academic mentor was Allyn Young of Harvard who 
had a visiting post at the London School of Economics (LSE). For a few 
months, Clark worked as his research assistant. He combined this with help-
ing William Beveridge, Director of LSE undertake a “Survey of London Life 
and Labour”, focusing on the urban poor. Under Young, Clark was tasked 
with finding empirical proof of this hypothesis using American manufactur-
ing statistics. However, his research came up empty-handed (Clark to Blitch, 
7 December 1972, Colin Clark Papers, Fryer Library, University of Queensland 
(CCP, FL, UQ hereafter)). In his Inaugural Lecture at LSE, Young had spoken 
of how, ‘Economic theory, divorced from its functional relations to economic 
problems, or with those relations obscured, is no better than an interesting 
intellectual game … But it cannot advance knowledge, for it leads up a blind 
alley’ (Young 1928: 4–5) and of how economics would have to ‘make room 
for new conceptions and new sorts of abstractions if it is to make effective use 
of the new facts which the statisticians are uncovering’ (ibid.: 10).

Clark left LSE in 1929 to take up an appointment as a research assistant 
with the distinguished sociologist and demographer, Alexander Carr-Saunders, 
the Charles Booth Professor of Social Science at the University of Liverpool. 
This meant doing similar work to that which he had undertaken in London, 
in this case looking at living conditions of people in the slums of Liverpool. 
The fieldwork opened Clark’s eyes to urban squalor and set his mind upon 
improving urban life. It also exposed him to Carr-Saunders’ work on sociol-
ogy and demographics. This social survey work on Merseyside would culmi-
nate much later in a research paper which found that urban population 
density fell by a negative exponential the greater the distance from the city 
centre (see Clark 1951a). The work on the urban poor also gave Clark an 
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interest in national income, particularly the distribution between wages and 
other incomes.

3  The Economic Advisory Council and Keynes

Two of Clark’s mentors, G.D.H. Cole and Hugh Dalton, recommended him 
to work as a secretary to the Economic Advisory Council, which was created 
in 1930 and reported to the Cabinet on economic matters. It served as an 
illuminating and unforgettable entrée into the world of economic policy-
making. Clark, just 24, described the Council as ‘a weird and wonderful 
organisation indeed’ (Clark quoted in Castles 2014: 276), but was dismissive 
of its overall worth. However, the position allowed Clark to specialise in eco-
nomic statistics. His first foray was to find that industrial product per man 
had increased during the 1920s, a discovery which none of the economists on 
the Council believed other than Keynes. He then turned his attention to esti-
mating national income with a first contribution appearing in the Economic 
Journal. However, Clark’s tenure on the Council came to an abrupt end when 
he felt it proper to resign when approached by Prime Minister Ramsay 
MacDonald who quixotically proposed that the two of them spend a long 
weekend at Chequers preparing a document which would rewrite economic 
theory and justify the case for protection.

Recognising his promise, Keynes stepped in and arranged for Clark to 
become a Lecturer in Economic Statistics at Cambridge. This appointment 
would fortify Clark’s standing as an applied economist. While he was not part 
of the Cambridge “Circus”, Clark had ‘frequent conversations’ with Keynes 
and saw how he was moving from A Treatise on Money to The General Theory 
(Clark 1983: 37). Clark summed up the process this way:

In the Treatise the real issue was the difference between savings and investment 
and after 1930 it was just the opposite—to prove that savings were brought 
down to the level of investment. It took Keynes a long time and much effort to 
make that change. I was able to watch his mind at work while it was going on; 
this was between 1930 and 1932 (Clark in Higgins 1989: 298).

Despite the age difference, Keynes and Clark got on splendidly with the 
former encouraging Daniel Macmillan to publish Clark’s first manuscript, 
The National Income, 1924–31. He told Macmillan in December 1931 that:
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Clark’s work, on this and other allied subjects, is quite outstanding, and that he 
is likely to become the recognised authority, in the course of time … Clark is, I 
think, a bit of a genius—almost the only economic statistician I have ever met 
who seems to me quite first class (Keynes to Macmillan, 2 December 1931, in 
Keynes 1979: 57, fn. 11).

When Keynes ‘carefully’ read the book, he told Clark:

I think it is excellent. An enormous step forward. I hope it is selling all right … 
You have quite convinced me that gross output, gross investment, gross savings, 
etc. is the natural way to work and not the net, and I have been re-writing my 
definitions and equations on these lines. I am sure it is an improvement (Keynes 
to Clark, 2 January 1933, in ibid.: 58; italics in original).

Clark replied: ‘Dear Maynard, this is really rather fascinating. It certainly 
beats physics’ (Clark to Keynes, 16 January 1933, in ibid.: 59).

Others shared in the enthusiasm. Henry Phelps Brown described The 
National Income, 1924–31 as ‘brave’ and ‘remarkable’ (Phelps Brown 1933: 
416). G.D.H. Cole praised the book, especially the last section, where Clark 
attempted ‘to make the Keynes’s formulae flesh and blood’ (Cole to Clark, 
c.1932, CCP, BC, UO). In this respect, Philip Sargant Florence said Clark’s 
empirics would be a proud achievement for the Cambridge School of 
Economics if it gave Keynes’s theory added force (see Florence 1932: 114).

As noted, Clark used empirical data to support the Keynesian identities like 
saving and investment, aggregate costs of production compared with the gen-
eral price level of output and even attempted an estimation of the multiplier. 
In his exposition, Clark showed that in 1931 the level of saving in the UK 
vastly exceeded the level of investment with the imbalance due to the depres-
sion and the preference of the saving classes to leave these balances idle. This 
under-investment begged for an increase in public spending to put these pro-
ductive resources to work.

While most economists welcomed Clark’s book on national income, it met 
with a hostile reception from those associated with the Royal Statistical Society 
and two economic statisticians, Arthur Bowley and Josiah Stamp, who had 
earlier attempted to estimate national income. Moreover, economic official-
dom at the Treasury felt that Clark’s estimates were unreliable. In the preface 
to his book, Clark complained about ‘the disgraceful condition of British 
official statistics’ (Clark 1932: vi) and the fact that he had been denied any 
funding assistance in his sole quest to determine the level of national income. 
Without such assistance, economics could not become a true science. He 
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would repeat this complaint when he totally revised his book in 1937 with a 
new title, National Income and Outlay (Clark 1937a). Again, economists 
hailed its arrival but it failed to gain traction within policy-making circles. 
Clark bemoaned that he was still the only British scholar working in the field 
of national income measurement. However, if he was disappointed by the 
reception of his latest book, as suggested by Lepenies (2016: 34), Clark did 
not show it. On a related note, Patinkin (1976: 1113) has argued that despite 
his effusive praise for Clark, Keynes had ‘reservations’ about Clark’s aggregate 
estimates and did not use any of his estimates of national income nor of the 
multiplier in The General Theory. Nevertheless, Markwell (2000: 41–42) pours 
doubt on Patinkin’s view, arguing that Keynes had a great deal of respect for 
Clark, publicly complimenting him again in How to Pay for the War (Keynes 
1940 [1972]: 381) for ‘his brilliant private efforts’. Moreover, Keynes told 
Stamp that Clark ‘deserved the V.C. for statistical courage’ (Keynes quoted in 
Patinkin 1976: 1113).

For his part, Clark always regarded Keynes with almost filial devotion and 
wrote a moving tribute when Keynes died (see Clark 1947). To his dying days, 
Clark (1984: 80) would always profess that he ‘knew Keynes well’ and sought 
to uphold what he considered were the true interpretation of his doctrines. 
What particularly astounded Clark, who had become a neonatalist in the 
1930s, was how Keynes in his 1937 Galton Lecture shrugged off his neo- 
Malthusian stance and now argued that population growth was necessary to 
underpin investment and consumption demand. The other version of Keynes 
which Clark liked to uphold was the fiscal conservative, as well as his lament 
about ‘modernist stuff, gone wrong and turned sour and silly’ and that the 
classical medicine still had a role to play once near full employment was 
reached (Keynes 1946: 186).

Meanwhile, Clark was part of an ensemble of Oxford economists who con-
tributed a chapter to a volume edited by Cole entitled What Everybody Wants 
to Know About Money. In an avowedly Keynesian account, Clark (1933) 
argued the case for public works on slum clearance and a forward wage policy 
to underpin a monetary recovery. Interestingly, he argued that a deficit budget 
might have a harmful impact on business confidence. Robert Dimand (1988: 
79) has argued that, of all those who had contributed to the volume, it was 
Clark who demonstrated an acute awareness of the income expenditure mul-
tiplier, though he gave no quantitative estimate of its power.

In five contributions that appeared in the Economic Journal over the period 
1931–1937 Clark presented first, quarterly estimates of national income, and 
also estimations of the multiplier. In his 1937 article, he used an economic 
model to forecast the business future (see Clark 1937b). He predicted that 
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Britain was heading for an economic slump because investment spending had 
reached a peak by the end of 1936. Clark wrote about how the ‘incentive to 
invest’ (ibid.: 312) was governed by expectations of profit. In his model, he 
argued that a slump was likely in Britain unless the government took action 
with extra public spending.

Finally, within the Labour movement, Clark, together with Evan Durbin, 
Hugh Gaitskell and Douglas Jay, became members of a committee in June 
1936 which laid down the intellectual foundations for Labour’s socialist plat-
form using Keynes’s new theory. They emphasised especially the link between 
investment and employment in Labour’s redesigned spending programmes to 
assist the unemployed (see Durbin 1985: 251). However, their policy recom-
mendations were quite conservative and Clark compiled a statistical appendix 
to the report identifying a continuing high rate of structural and frictional 
unemployment. On this point, Clark agreed with Keynes’s view that one 
could not press too much to achieve full employment and that a ‘rightly dis-
tributed demand than of a greater aggregate demand’ (Keynes 1982: 385) was 
appropriate as Britain recovered from the slump.

4  Australia

Offered the opportunity in 1937 to be a Visiting Lecturer for two terms at the 
University of Melbourne, Clark jumped at the chance. It would allow him to 
see where his father had first made his fortune. Clark had gone out to Australia 
on sabbatical and was expected to return to Cambridge in October 1938. 
Australia, however, got in the way; Clark became enchanted by the great 
southern land. The presence of a world-famous economist there attracted 
keen interest. Inevitably, he was soon offered a highly paid job within the 
Queensland Civil Service as State Statistician, Financial Adviser to the 
Treasury and Director of the Bureau of Industry. It was, he told Keynes, ‘too 
remarkable an opportunity for putting economics into practice … I believe 
you yourself would have thought twice before rejecting an opportunity like 
that for putting some of your conclusions into practice’ (Keynes 1983: 801). 
Taking the position meant turning his back on Britain, although Clark never 
expressed misgivings about the career switch. He had always fancied himself 
an economic scientist, not a theorist, ‘content steadily to lay stone on stone in 
building the structure of ordered knowledge’ (Clark 1940: viii). In any case, 
the purpose of economics is to improve the lot of mankind. Another reason 
why Clark plumped for Australia was because, as Hugh Dalton had rather 
pointedly reminded told him ‘Cambridge…treated you like a helot’ (Dalton 
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to Clark, 19 March 1938, CCP, BC, UO) and that Keynes ‘should have wan-
gled you a Fellowship and not merely treated you as a statistical convenience’ 
(Dalton to Clark, 28 January 1938, CCP, BC, UO). In Cambridge, news of 
Clark’s defection was a ‘bombshell’ with ‘realistic research’ dealt ‘a severe blow’ 
(Robertson to Clark, 26 June 1938, CCP, FL, UQ). Clark continued to 
explain to Keynes the reasons for the switch; Queensland was a socialist state 
and apart from the weather, salary and lifestyle, Clark had a young family to 
care for. Nor were his official duties there as burdensome as they sounded. 
Indeed, his time in Brisbane would see a remarkable profusion of high- 
powered research flowing from his pen.

Meanwhile, the economic performance of the Soviet Union had been a 
source of fascination for socialists everywhere and Clark, who was vehemently 
anti-communist, was no exception. He had looked over Soviet economic sta-
tistics on the long voyage out to Australia after reading Michael Polanyi’s 
(1935) article on the subject. Clark finished a long journal article and sent it 
to Keynes for comment. Keynes replied that was Clark’s ‘best effort so far in 
making bricks without straw’ but cautioned that ‘some of your orders of mag-
nitude might not turn out right’, given the secrecy of the Soviet state. Keynes 
added that, ‘There must necessarily always remain a considerable doubt about 
the accuracy of the data’ (Keynes to Clark, 23 July 1938, CCP, FL, UQ). It 
was published by Macmillan as a slim volume entitled A Critique of Russian 
Statistics (Clark 1939).

His second major undertaking during this period was The Conditions of 
Economic Progress (Clark 1940). The title was a derivative of Alfred Marshall’s 
intended volume, Progress: Its Economic Conditions. In terms of personal effort 
and ingenuity, this was Clark’s most definitive work. There were to be three 
editions, each completely revised. Phyllis Deane (1958: 371) said that the 
later versions were ‘Essentially…the same book … [T]he framework of the 
first edition [had been] expanded by the addition of the miscellaneous ideas, 
notes and tables [needed to keep] the original results up to date’.

The book opened up a whole new vista of applied economics about the 
determinants of growth and material progress and why there were differing 
rates of growth for the thirty economies under Clark’s microscope. He 
described it as ‘a comparative study of the investigations which have been 
made in all the principal countries into national income, and economic fac-
tors bearing upon national income’ (Clark 1940: vii). Paul Douglas (1941: 
444) acknowledged its epic sweep, describing it as ‘a tour-de-force of statisti-
cal economics’. Lionel Robbins considered it one of the ‘great books of this 
century’ (Clark to Marjorie Clark, 20 November 1947, Clark family letters) 
while John Hicks (1951: 3) described it as ‘the most ambitious book on 
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economics that had ever been written’ in the sense that it took the world and 
all history as its province.

In the preface, Clark spelt out how he approached economics while also 
attacking the antics of his English counterparts. He felt that their preference 
for the theoretical rather than the scientific approach to economics was futile: 
‘It would be laughable, were it not tragic, to watch the stream of books and 
articles, attempting to solve the exceptionally complex problems of present- 
day economics by theoretical arguments, often without a single reference to 
the observed facts of the situation’ (Clark 1940: viii). For Clark, economic 
research could only be done by ‘the careful systemisation of all observable 
facts, the framing of hypotheses from these facts, prediction of fresh conclu-
sions on the basis of these hypotheses, and the testing of these conclusions 
against further observable facts’ (ibid.: vii–viii). These controversial passages 
were deleted from later editions because of the impetus in economics research 
towards empiricism. This had been triggered by the Second World War but 
also by the gathering realisation that the post-war challenge for economists 
was to address long-run problems of production, accumulation and growth 
(see Clark: 1951b: vii).

Clark wanted to demonstrate the long-term conditions necessary for a 
country to achieve material progress, which he equated with an improvement 
in economic welfare. Technically, the main achievement of The Conditions of 
Economic Progress was to compute the relative value of money in different 
countries or, more strictly, to establish the comparative real income per capita 
in thirty countries in terms of an artificial currency unit of constant purchas-
ing power. As such, Clark was the first economist to present comparable esti-
mates of real income across countries. He also used real income per head as a 
form of differentiation. This allowed Heinz Arndt (1979: 122) to compliment 
him for presenting convincing statistical evidence that revealed a ‘gap’ between 
rich and poor countries. Indeed, Clark discovered astonishing differences 
between levels of real income, revealing that the world was still ‘a wretchedly 
poor place’ (Clark 1940: 2), with the living standards of most of the planet’s 
population inadequate; only a few industrialised countries—America, Britain, 
Germany, France and Germany—produced the bulk of global output. Most 
of the world’s economies were underdeveloped, meaning that, even if all pro-
ductive resources were employed, there would still be widespread poverty. He 
conceded, too, that overpopulation in a poor agricultural country could be 
quite ‘disadvantageous’ (ibid.: 6).

For Clark, the major cause of global poverty was a lack of capital expended 
on machinery, knowledge and skills and accessing natural resources (see 
Plimsoll 1941: 108). The wider ambit given to capital showed that Clark was 
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reassessing its role in economic growth. Looking at what he called “The 
Morphology of Economic Growth” (Clark 1940: Chapter 10), Clark con-
firmed Sir William Petty’s generalisation that, with economic progress, agri-
culture showed a relative decline in employment and national output as 
manufacturing grew more quickly. Eventually, manufacturing would be sup-
planted by the rise of the services sector. This evolving sectoral balance reflected 
the degree of development and maturity of an economy. The reallocation of 
the factors of production within the economy related to the interplay of both 
price and income elasticities for the products of all three sectors, together with 
the respective labour productivity for each sector. No doubt inspired by his 
earlier work with Allyn Young, Clark also found that large-scale production 
plants did not increase output per head; this was determined more by the rela-
tive rate of growth of the industry as a whole. In short, there was no tendency 
towards an optimum size of plant; in fact, increasing returns to scale could 
well be associated with a declining average size of the plant. Young spoke more 
of the cost savings to be made by the ‘increasing specialisation and subdivision 
of processes’ (Arndt 1992: 120). While big economies could prosper from 
this, so too could smaller economies which engaged in international trade by 
specialising in a number of manufactures or services.

Despite its grand ambition and leap into a new form of economic analysis, 
The Conditions of Economic Progress was something of a disappointment when 
it came to presentation, analytical punch and reasoning (see Maddison 2004). 
Reviewers fretted at its disorderly and fragmented nature, a paucity of head-
ings, the maze of tables, and with the lack of an index and bibliography. 
While applauding it as a pioneering effort, Erwin Rothbarth (1941: 120) 
found Clark’s book ‘annoying’ in its presentation, ambition and a ‘certain 
vagueness as to its purpose’ (ibid.)—whether it was a handbook of national 
income statistics or a treatise on the nature of economic progress.

Clark’s third major undertaking during this period, The Economics of 1960 
(Clark 1942), again saw him taking the world as his oyster. More formally, his 
intention was to project how economic affairs may look by 1960. It would 
cover ‘the most probable course of world populations, industrial develop-
ment, prices, capital movements and interest rates’ (ibid.: ix). For his part, Jan 
Tinbergen hailed it as a ‘milestone in the development of econometrics’ 
(Tinbergen to Clark, 15 January 1947, CCP, FL, UQ).

Clark predicted that, after the war, the terms of trade would turn in favour 
of primary producing countries. This argument went against some of the find-
ings in The Conditions of Economic Progress. Clark’s new prophecy was predi-
cated on the belief that there would be an increased supply of manufactures 
on world markets as the old industrialised economies rebuilt their economies. 
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At the same time, Clark foreshadowed the industrialisation of countries such 
as China, Japan and India which would starve their rural sectors of capital and 
labour. This would amplify the oversupply of manufactures and, at the same 
time, exacerbate the shortage of primary products.

The other argument underlying Clark’s findings was his view that the 
immediate post-war years would be a period of capital hunger. The capital 
accumulation by developed and developing economies alike meant that most 
nations would enjoy sustained full employment during the post-war period. 
Put another way, Clark was arguing that economic progress advances in long- 
run cycles rather than being interrupted by trade cycles and political and 
social upheavals. This was a heartening prognosis: there would be no secular 
stagnation, but rather a period of economic optimism with abundant capital 
and trade flows. This expansion was based on Clark adopting Kondratieff’s 
theory of cycles. He adorned it with movements in investment, population, 
trade and the terms of trade. Clark posited that there were cycles of over- 
investment and under-investment, each spanning around 25 years, resulting 
in alternating periods of capital hunger and capital satiation. The post-war 
global economy was set for a period of reconstruction especially after the 
destruction caused by conflict. There would be a resumption of trade and 
investment accompanied by a big shift towards manufacturing as labour 
flowed to secondary and tertiary sectors. However, Clark was criticised for his 
grand long-run supply-side vision, along with his faith in economic determin-
ism; there was no room in his analysis for the trade cycle or for macroeco-
nomic policy (see Rosenstein-Rodan 1942: 544).

Notwithstanding criticism of his work, Clark was made a Fellow of the 
Econometric Society in 1944 in recognition of his pioneering statistical and 
empirical research. The year after, he contributed an article to Econometrica on 
the ideal size of cities (see Clark 1945a), a subject that had intrigued him since 
working with Carr-Saunders. Clark argued that the principal function of a 
city was the provision of the full range of services, including commercial, 
educational and cultural facilities as well as sheltered manufacturing such as 
food processing and construction materials, all of which are dependent upon 
an effective transport system. He then went on to claim that, on commercial 
criteria, a city need be no larger than 150,000 residents and certainly not any 
larger than 200,000, if car ownership was considered. Clark had found that 
municipal costs rose quickly once population approached big city levels. He 
informed Keynes of this ‘drastic conclusion’ about the ideal size of a city, argu-
ing that this could justify spending ‘a lot of money on redistributing the pop-
ulation to smaller towns’. However, he continued that ‘the planners seem 
intent upon re-building the big cities in all their glory’ (Clark to Keynes, 10 
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January 1945, Royal Economic Society Papers, LSE (RESP, LSE hereafter)). 
Clark had always held an antipathy towards urban conurbations given his 
attraction to distributism. As a distributionist, he favoured the decentralisa-
tion in all things, including industry, population and even political power. It 
was a philosophy that would continue to infuse his social and economic 
outlook.

Consistent with this philosophy against bureaucratism and concentrations 
of political power was an article that appeared in the Economic Journal in 
1945. Entitled “Public Finance and Change in the Value of Money”, Clark 
(1945b) argued that there was a natural tax threshold of 25% of national 
income and that attempts to tax beyond that would result in inflation. If the 
State tried to extract more than this, an inflationary process would be trig-
gered which made the whole exercise self-defeating. Keynes had alluded to 
this tendency in the 1920s when talking about the depreciation of the French 
franc (see Harrod 1951: 374). It was a Queensland Premier who sparked the 
idea in Clark’s mind about how mooted post-war expenditures on welfare 
meant unprecedented tax burdens in the future. Later, Clark furnished a proof 
in the form of a letter, with Keynes supporting his line of thinking, saying 
how he was strongly ‘disposed to agree (that) 25 per cent taxation is about the 
limit of what is easily borne’ (Keynes to Clark, 9 March 1945, RESP, LSE).

5  Epiphany

It was in Brisbane that Clark converted to Roman Catholicism which, he 
insisted, suited his social and moral outlook. Taking that leap meant that he 
dropped his Fabian beliefs, replacing them with Catholic social teaching. 
Critics noted that while Clark declared that his research was untainted, they 
suspected that he subordinated his thinking to the tenets of the Church. A 
keen observer of Clark’s work, Heinz Arndt (1979: 123) noted that Clark’s 
writings after his conversion, ‘explicitly or implicitly’, supported the teachings 
of the Catholic Church. One graphic example of this was when Clark served 
on the Papal Commission on Population, the Family and Birth Control. On 
that panel, he strongly upheld the Church’s opposition to birth control out-
lined in the 1968 Papal Encyclical Humanae Vitae released by Pope Paul 
VI. The appointment to the Papal Commission was costly to Clark’s academic 
reputation with critics drawing an association between his views on popula-
tion and his allegiance to the Church. For his part, Clark held that his views 
on population growth were based on economic reasoning and not reli-
gious belief.
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In post-war Australia, Clark had already caused controversy by advocating 
aggressive land settlement and denounced the protectionism afforded to man-
ufacturing at the expense of the primary industries. Australia’s food produc-
tion was faltering because labour was being spirited away to facilitate an 
obsession of politicians to have industrialisation (Clark 1952: 68–69). In 
what was his last letter to Keynes, Clark reported how his relationship with 
Australian politicians and indeed economists had soured:

As a prophet of greatly improved terms of trade for primary produce I ought to 
be very popular in Australia, but I am not. Everybody has his mindset on mak-
ing Australia a manufacturing country. Not many people have realised that if we 
exclude imports of manufactures, we shall lose our ability to export primary 
produce (Clark to Keynes, 18 February 1946, RESP, LSE).

When his advice about decentralising economic activity and land settle-
ment was squarely rejected by the Queensland government, Clark resigned 
from his executive post. For a few months, he dabbled in economic journal-
ism and opened Australia’s first business forecasting agency. Years earlier 
Harrod had asked Clark whether he ever considered returning to England 
(Harrod to Clark, 3 November 1944, RESP, LSE). He replied that he would 
willingly come back to England, ‘a country for which I have great affection, 
but would I fit into it?’, before adding that he had always felt ‘a bit of a misfit’ 
at Cambridge (Clark to Harrod, 5 May 1945, RESP, LSE). Clark’s reference 
to ‘fitting in’ was reflective of the fact that he had undergone a huge change in 
ideological outlook. Certainly, to his old colleagues at Cambridge, Oxford 
and the Labour movement he was manifestly not the same man that had gone 
out to Australia in 1937. For his part, Clark always maintained that he had 
not changed his mind; it was the world that had moved on. Either way, it was 
as an Oxford economist that British audiences would soon see this new 
Colin Clark.

6  Oxford Reclaimed

Clark made an unexpected return to Oxford after he was appointed Director 
of the AERI. Before he started there in early 1953, he spent a term at the 
University of Chicago as a Visiting Professor where he gave a series of lectures 
on “The Development of Backward Economies: Taking Account of Population 
Problems”. He was offered a permanent professorship at Chicago but declined 
because he did not want to bring up his family in a big American city.
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While the ambit of the AERI encompassed the study of the economics of 
the production, distribution and consumption of agricultural products and 
rural industrial conditions, its brief had been broadened to include the pro-
cesses of economic growth, more particularly the role of the agricultural sector 
in that process as well as the economics of irrigation and the dynamic interac-
tion between food supplies and global population. It was on none of these 
matters, however, upon which Clark announced his presence back in England.

In a pamphlet, Welfare and Taxation (Clark 1954a), Clark told working 
men and women that, under Beveridge’s welfare reforms, they would end up 
paying more taxes than they received in social benefits. The pamphlet created 
a furore in the British newspapers by suggesting that, if the welfare state was 
dismantled and families left to manage their own affairs, they would end up 
better off. Clark also argued that this would result in national production ris-
ing by 10% in two to three years. The National Health System, which had 
only been introduced in 1948, would be wound back except for those in seri-
ous ill health or who had been the victims of an accident. In Clark’s schema, 
the State was to be given the minimum of powers and duties.

The intellectual origins for the pamphlet sprang not just from Hilaire 
Belloc’s The Servile State (Belloc 1912) but John Stuart Mill and Catholic 
social teaching. Clark’s solution involved a mixture of self-help and volun-
tarism: ‘The citizen who owns property, educates his own children, insures 
against serious ill-health, unemployment and old age through independent 
trade unions and friendly societies which are under his control—such a man 
will be able to resist any future encroachments on his liberty’ (Clark 1954a: 
62). Apart from living with high taxation, Clark assumed, wrongly, that most 
people had had enough of ‘the experiment’ of universal health and the welfare 
state and much preferred to arrange their own social services. His main con-
cern was the budgetary cost and bureaucracy that accompanied collective 
welfare.

As noted, the pamphlet created waves. However, the reception was mostly 
negative. One sympathetic response came from Milton Friedman, who found 
the general approach in Welfare and Taxation ‘congenial’, and stated that few 
people had examined the welfare state in such a fundamental way (Friedman 
to Clark, 30 March 1954, Milton Friedman Papers, Hoover Institution, 
Stanford University (MFP, HI, SU hereafter)). Clark’s response to Friedman 
was an interesting one; he had discerned that, since the Second World War, 
there had been a slow and steady decline in the moral standards of British 
politics and society generally (Clark to Friedman, 9 April 1954, MFP, HI, 
SU). Put simply, Clark was referring to how politics was adulterating public 
policy. Another interested party was Arthur Seldon, who said that Welfare and 
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Taxation marked the first reaction against the welfare state and foretold how a 
new political movement would rise up against it. With the businessman 
Antony Fisher, Seldon would later establish the Institute of Economic Affairs 
(IEA). Clark involved himself with the Institute by being on its Advisory 
Board but also by authoring three Hobart Papers, entitled Growthmanship 
(Clark 1961), Taxmanship (Clark 1964) and Poverty Before Politics 
(Clark 1977a).

“Growthmanship” was described as ‘an excessive preoccupation with 
growth, the advocacy of unduly simple proposals for obtaining it, and also the 
careful choice of statistics to prove that countries with a political and eco-
nomic system, which you favour have made exceptionally good economic 
growth’ (Clark 1961: 12). The term also applied to the use of statistics to 
measure growth performance. In post-war Britain, there had been continuing 
concern that the country’s growth rate was inferior to that of its European 
counterparts. British investment rates were markedly lower than in Europe. 
This suggested that what was needed was simply more investment. Clark was 
critical of this logic, arguing that comparing rates of economic growth between 
different countries and over different times was too simplistic. Data purport-
ing to show that countries with the highest investment rates had the highest 
growth rates was flimsy. In short, he argued, capital investment was a neces-
sary but not sufficient condition for economic growth. There was no close 
correlation between investment and growth.

Economic growth, Clark stressed, ‘should be a slow and gradual process’ 
and attempts at ‘forcing the pace’ (ibid.: 13), with investment drives and 
attempts to expand purchasing power, would merely result in waste and, just 
as importantly, inflation. Empirically, Clark showed that investment in 
nationalised industries in economies such as Britain had been wasteful while 
a pattern of over-investment in developing countries was typical of tyrannical 
governments. He was dismissive, therefore, of claims that the Soviet Union 
had recorded strong growth rates because of high investment ratios. In any 
case, statistics about capital accumulation and growth were hard to interpret; 
some data showed that the amount of capital per unit of output could fall, 
thus discrediting the fashionable view that growth depends on prior invest-
ment. Clark duly compiled evidence from a number of countries showing 
that additions to investment had yielded only small additions to output. 
Moreover, a great deal of growth came from knowledge and innovations that 
were both capital-saving and labour-saving.

Two years later, Clark returned to the theme of excessive taxation in the 
IEA pamphlet, Taxmanship (Clark 1964). This contained his trademark views 
that high taxation impairs productivity and aggregate supply, as well as his 
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espousal of the 25% tax limit, including Keynes’s tacit support for it. Clark 
was still insistent that taxation levels, currently then around 40% of net 
national product, could be reduced if the British welfare system was disman-
tled and individuals allowed to make their own welfare provision. The 25% 
target could be reclaimed with a new mix of taxes, including an expenditure 
tax, taxes on capital and company profits, a land tax and a value-added tax. 
The company tax rate should be set at 10%, he argued, and, with a self- 
supporting welfare system, the maximum rate on incomes could set at 50%.

The pamphlet was re-issued in the 1970s and was given some traction by 
the worsening rate of inflation in the UK. Clark insisted that workers suffered 
neither money illusion nor tax illusion but were savvy to the value of their 
post-tax real wage. This meant that tax increases directly fed into wage 
increases. In an IEA forum on The State of Taxation, Clark (1977b: 25) expati-
ated on governments upholding social justice and how this meant respecting 
the rights of different groups but did not warrant attempting equality or the 
redistribution of funds from one group to another.

7  Development Economics

In 1984, the World Bank recognised Clark as a pioneer in development eco-
nomics. He found himself alongside illustrious contemporaries such as Albert 
Hirschman, Gunnar Myrdal, Jan Tinbergen, Walt Rostow, Peter Bauer and 
Sir Arthur Lewis.

Even before he assumed the Directorship of the AERI in 1953, Clark had 
been one of the first development economists writing on comparative eco-
nomic development, as seen in The Conditions of Economic Progress (see Rostow 
1990; Arndt 1990). Moreover, Rostow (ibid.: 387–389) identified several 
additional unique contributions made by Clark. They can be summarised as: 
first, increasing returns and the public sector’s role in economic development; 
second, the stages of agricultural productivity and rural-urban migration of 
labour; and, third, how population growth was a boon in promoting an 
increase in real income per capita. However, Rostow overlooked Clark’s later 
work on transport and land use, on how the revolutions in land transport 
from the eighteenth century onward had overturned agricultural and indus-
trial practices, and on how cities developed. For instance, the arrival of the 
railways meant that big cities could have a greater concentration of industry 
than before.

Two other volumes which earned Clark the status as an innovator in devel-
opment economics were The Economics of Subsistence Agriculture, co-authored 
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with Margaret Haswell in 1964, and Population Growth and Land Use (Clark 
1967). Before these volumes, Clark had spent a fair part of the 1950s examin-
ing global food supplies and whether the Food and Agriculture Organisation’s 
(FAO) dire findings of the extent of world hunger were true. Clark had been 
drawn to the issue by Lord Boyd-Orr (1950: 11), the first Director-General of 
the FAO, who had announced that ‘a lifetime of malnutrition and actual 
hunger is the lot of at least two-thirds of mankind’. A querulous Clark (1951c, 
1953, 1954b, 1962) embarked on gathering evidence on food supplies and 
human nutritional requirements to debunk Boyd-Orr’s observation which he 
later described as ‘the most incorrect statement of human history’ (Clark 
quoted in Johns 1967: 2). It was Clark’s thesis that population growth acted 
as a spur to agricultural improvement and that such growth preceded indus-
trialisation. He presented many historical allusions showing a positive link 
between population expansion and economic progress. Despite this, Clark 
was irritated that the FAO continued to trade on fears that rising populations 
put pressure on the world’s ability to feed itself. Over a 20-year period, Clark 
doggedly criticised the FAO’s estimates of food requirements per head and of 
world hunger which, he argued, had been prepared to suit their own purposes 
(see Clark 1970: 30). He was astonished to hear FAO officials say that some-
times they made statements about the extent of world hunger first and then 
gathered evidence to support it.

Addressing the thirtieth British Liberal Summer School in 1956, Clark 
repudiated the prophets of doom who, he said, showed a complete lack of 
awareness of ‘the simplest facts of geography and agriculture’ and of ‘the 
extraordinary rapidity’ with which scarce materials and fibres could be replaced 
by substitutes (Clark quoted in Anonymous 1956). By 1957, the FAO had 
changed its tune, now claiming that half of the population in the developing 
world (as distinct from the entire world) was malnourished. They would con-
tinue to revise the figure downwards as Clark forensically examined their 
statistics.

It was at Oxford that Clark produced two outstanding works in develop-
ment economics. The Economics of Subsistence Agriculture, co-authored with 
Margaret Haswell, looked at how the bulk of the world’s population lived in 
less-developed countries and, embedded within a traditional agricultural set-
ting, lacked basic amenities such as clothing, housing, medicine and educa-
tion. However, it was transport which was identified as the overriding factor 
holding back agricultural productivity and perpetuating poverty.

The book considered how a subsistence cultivator at village level divided his 
time between production and leisure, land requirements, exchange and con-
sumption preferences. Clark and Haswell underlined the evolution of 
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agriculture, from pre-agricultural man, who required almost 90 square kilo-
metres to obtain his food, to the primitive cultivator and, finally, to the settled 
cultivator, who required just one to five square kilometres.

This investigation into the economics of subsistence agriculture made Clark 
a physiocrat, believing that the agricultural sector had an important role to 
play in economic development. The authors advanced their “neo-Ricardian 
principle”, positing that the proportion of the labour force able to be employed 
in non-agricultural activity was governed by the productivity of the agricul-
tural sector. That is, the proportion of the labour force transferring to non- 
agricultural employment was a consequence, not a cause, of the increase in 
agricultural productivity.

Clark’s second effort, Population Growth and Land Use, which appeared in 
1967, was a treatise on population growth, emphasising that increases in pop-
ulation were the locomotive for technological innovation and industrial land 
use. Despite its faults and idiosyncrasies, the volume was described as a tour 
de force (Kirk 1968: 1,011), and its impact marked something of an Indian 
summer for Clark. Population Growth and Land Use certainly showed off his 
talents, not just as a statistician but also as an economist, historian and urban 
designer. A compendious, synthesised work drawing upon a wealth of sources, 
it encapsulated views on fecundity and fertility, mortality, long-run trends in 
world population, the sociology underpinning reproduction, and the eco-
nomic consequences of population in terms of density and prosperity.

As the title denotes, the book adopts a long-run view focused on patterns 
of human reproductive capacity amongst nations and societies, population 
capacity, food supplies and urban densities. Given the temper of the times and 
concern about population outrunning food supplies, there was a contrarian 
twist in the preface where Clark stated: ‘The principal problems created by 
population growth are not those of poverty, but of exceptionally rapid increases 
in wealth in certain favoured regions of growing population, their attraction 
of further population by migration and the unmanageable spread of the cities’ 
(Clark 1967: xi). That is, the real problem facing humanity was no longer 
resources, but finding space for housing and industry in a bid to avoid ram-
pant urbanisation.

Twenty years in the making, Population Growth and Land Use was, then, a 
‘personal statement’ conveying Clark’s earnestly held views about population, 
the use of the world’s resources, urban development and economic growth. 
He qualified it as only a ‘preliminary attempt’ (Clark 1967: ix) at the inter-
relationship between population growth and economic growth. A second edi-
tion, released in 1977, included a new chapter highlighting the striking 
decline in fertility below the replacement level in many Western countries and 

16 Colin Clark (1905–1989) 



390

in the socialist republics of Eastern Europe. This decline was attributed to 
deep-seated sociological factors, including the rise of the nuclear family, con-
traception, compulsory education and the prohibition of child labour.

Despite still having five years to run on his contract as Director of the 
AERI, Clark decided to leave Oxford in mid-1969 and return to Australia. 
Many might have been mystified as to why he wanted to leave Oxford, with 
all its trappings, and remove himself to the relative academic backwater of 
Australia. There were, however, some compelling reasons for his move. 
Monash University had offered him an honorary research position within its 
Department of Economics. More significantly, the Roman Catholic 
Archdiocese of Melbourne had set aside funds for him to head up his own 
research office which was to be called the Institute for Economic Progress. 
Lastly, Clark delighted in the prospect of spending his retirement in Australia.

Gavin McCrone (1989: 70), who knew Clark at Brasenose, observed that, 
given his many original contributions across a variety of areas, some figures at 
Oxford lamented that he had not been given a full chair in economics there. 
The same can also be said about neither Oxford nor Cambridge awarding 
Clark an honorary doctorate; it prompted Arthur Seldon (1977: 5) to observe 
that Clark can be said ‘to have done Britain more honour than she did him’.

8  Conclusion

In the 1970s, Colin Clark would widen his critique against the Malthusians, 
including the Zero Population Growth movement as well as challenging the 
bleak, dystopian picture put out by the Club of Rome in its first report, The 
Limits to Growth, which appeared in 1972. His chemistry background proved 
useful in this regard. He was quick to point out that there was no chance of 
an exhaustion of resources since many were actually indestructible, meaning 
huge potential for recycling. Clark was also adamant that pollution was not 
directly related to population growth and was conquerable, though most soci-
eties were reluctant to devote the 1–2% of GDP needed, he felt, to abate it. 
He did warn, however, that economies could not continue to burn fossil fuels, 
especially coal, as a form of energy.

On the alleged global shortages of food, Clark (1970) turned Malthus on 
his head, warning that Western countries were facing the blight of early deaths 
from obesity. At the same time, he admitted that there were severe cases of 
malnutrition amongst children in India and elsewhere. He also continued to 
note how world fertility levels were turning down after an initial surge in the 
post-war years.
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While Clark made further contributions to journals, wrote two books and 
indeed co-authored two others, none of this work would have the impact of 
his previous research. His last journal article, Clark (1985), on long-term 
cyclical economic change, was redolent of earlier works.

Clark died in Brisbane on 4 September 1989 surrounded by his large fam-
ily of eight sons (seven of whom were Australian-born), one daughter and his 
loving wife, Marjorie. He was interred at Mount Gravatt Cemetery, Brisbane, 
with the headstone engraved with an inscription that summed up his life as an 
economist: ‘Example is better than precept’.
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17
P.W.S. Andrews (1914–1971)

John E. King

1  Introduction

Philip Walter Sawford Andrews was born on 12 March 1914 into an upwardly 
mobile working-class family. His father rose from being a railway shunter to 
retire as Chief Traffic Inspector at Southampton Docks, and his mother was 
an agricultural labourer’s daughter who worked as a domestic servant before 
her marriage. After attending grammar school in the town, Andrews studied 
at University College, Southampton, graduating in 1934 with a Second Class 
degree in Economics. For the next three years, he remained at the College as 
a research student and temporary Lecturer, before moving to Oxford in 1937 
at the invitation of D.H. Macgregor. Andrews would remain at Oxford for 
the next 30 years. At first, he worked on company accounts at the Oxford 
Institute of Statistics, and between 1938 and 1952 he was Secretary of the 
Oxford Economists’ Research Group (OERG), which interviewed business-
men on a range of economic issues. A conscientious objector during the 
Second World War, Andrews took charge of undergraduate teaching at New 
College for the duration of the war, and he also became part of a Nuffield 
College research team that undertook economic and social surveys. Supported 
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financially by Samuel Courtauld, Andrews carried out research into the rayon 
and footwear industries, with a particular interest in the relative efficiency of 
large and small firms. He became an Official Fellow of Nuffield in 1946. Six 
years later he founded the Journal of Industrial Economics, and worked as a 
consultant in court cases involving restrictive business practices.

As a teacher, Andrews ‘was at his best in the cut and thrust of graduate 
seminars, from which former students conveyed his teachings to many parts 
of the world’ (Corley 2004). Unusually among Oxbridge economists in the 
1940s, he was a convinced Conservative, always concerned to defend the 
entrepreneur against ‘the niggling denigration which tends to make him 
ashamed of his way of life merely because success brings profits and enriches 
his business as well as his country’ (Andrews 1949a: xvi). In a similar vein, he 
described his co-authored biography of the car manufacturer Lord Nuffield as 
‘an act of piety’ (Andrews and Brunner 1959: v). His lifestyle was no less 
conservative:

Andrews dressed very conventionally, and kept his Hampshire burr to the end. 
A cultivated man, he adorned his handsome rooms in Nuffield with statues, 
paintings (some his own handiwork) and sculptures. He played the viola and 
read widely outside economics, especially in philosophy and literature; he would 
often bubble with enthusiasm over something new he had learned. Sensitive 
and in some ways immature, he could be genial and kind; friends and colleagues 
were warmed by his open, welcoming smile, but remained watchful for passing 
thunderclouds (Corley 2004).

Andrews was always something of an outsider at Oxford, and in retrospect 
it is surprising that he stayed there so long. His career might have benefitted 
had he followed Ronald Coase to the United States; he would have thrived in 
a supportive environment like the Harvard Business School. In 1967, 
Andrews left Oxford to head the Economics Department at Lancaster 
University, where in the following year he appointed me to my first academic 
job and for the first three years closely supervised my teaching of undergradu-
ate microeconomics. He was a generous and supportive (if sometimes prickly) 
boss. Philip Andrews died of cancer on 5 March 1971 at his family home, 
near Carnforth. His extensive papers are now held at the London School of 
Economics.
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2  Early Career

The OERG was the formative influence on Andrews’ economic thinking (see 
Lee 1981, 1991). Its long and detailed interviews with prominent industrial-
ists led to the publication of a series of studies, including several by Andrews 
himself (see Andrews 1937, 1940; Meade and Andrews 1938). Most influen-
tial was the famous paper by Hall and Hitch (1939) on price theory and busi-
ness behaviour, which reported that business people set prices by adding a 
“pricing margin” to the average variable costs of production and then main-
tained these prices in the face of fluctuations in demand because of the penal-
ties that the market would impose for changing them. The neoclassical 
equilibrium condition (marginal cost equal to marginal revenue) was unknown 
to practical business people, and irrelevant to the operation of the markets for 
manufactured products (see Andrews 1964: 33–34).

Andrews devoted the remainder of his career to developing a theory of the 
firm that would be consistent with the evidence that the OERG had uncov-
ered, and by 1949 he began to publish the elements of his new theory of 
competitive oligopoly pricing. In an article in the local journal, Oxford 
Economic Papers, Andrews began by criticising ‘such economists as Kalecki. 
They think in terms of monopoly where I think in terms of competition, and 
I do not see the gross profit margin as a simple index of monopoly power’ 
(Andrews 1949b: 54). Much of the article is devoted to the theory of costs, 
with Andrews drawing on the work of the OERG to deny the orthodox belief 
that both short- and long-run cost curves are U-shaped. On the contrary, he 
maintained, average direct costs of production tend to be constant over a wide 
range of output so that (with average fixed costs falling continuously) the 
average total cost curve is downward-sloping at all relevant levels of output. 
Since firms tend to keep some reserve capacity to deal with unexpected emer-
gencies, they rarely operate at a high enough level of output for average direct 
costs to rise significantly.

In dealing with costs in the long run, when the level of plant capacity is 
variable, Andrews distinguishes technical from managerial costs. Average 
technical costs will be constant since the firm can simply add more and more 
identical manufacturing capacity (more factories, with more machines). Any 
tendency for long-run average costs to rise must therefore come from the sup-
posedly rising costs of management, which Andrews denies. The firm adapts 
to the problems posed by increased output through the adoption of different 
techniques of management (his term is ‘levels of management’), giving a 
roughly horizontal long-run average total cost curve (ibid.: 75).
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This explains what Andrews terms the ‘normal-cost principle’ of pricing. As 
the OERG had discovered, firms set prices by adding to their average direct 
costs a gross profit margin designed to cover overhead costs and provide the 
desired net profit at the expected level of output. Abnormal or temporary 
increases in costs (e.g. overtime payments) do not lead to increased prices; 
neither do prices fluctuate in response to changes in demand. For Andrews, 
the rationale for normal-cost pricing is as follows: Business people think in 
terms of long-run rather than short-run profits. Even in oligopolistic markets, 
they believe themselves to be operating in an intensely competitive environ-
ment, in which the entry of new producers from other industries is a constant 
menace. The threat of ‘cross-entry’, as Andrews would later term it, keeps 
prices down so that ‘the tide of competition may leave little pools of abnormal 
profits behind it, but in the end, they tend to disappear’ (ibid.: 88).

This was the clearest statement of Andrews’ thinking on the theory of price 
in competitive oligopoly that he ever published. Nonetheless, it leaves a lot to 
be desired (see King 1988: 193–194). Important parts of his argument are 
confined to footnotes, with less significant issues occupying excessive space in 
the main body of the text. This is true in particular of Andrews’ criticisms of 
earlier contributors to the academic debate on pricing under oligopoly, which 
are not at all systematic or comprehensive. The article itself seems not to have 
been widely read; it brought no published critical comments by other price 
theorists, from Oxford or elsewhere.

3  Manufacturing Business

Andrews’ first and most influential book appeared in 1949. It seems to have 
been written less for an academic readership than for an audience of economi-
cally literate business people. ‘It has been thought desirable’, he wrote in the 
introduction, ‘not to obscure the text with any detailed discussion of finer 
points of economic theory’ (Andrews 1949a: xvi). The discussion of the exist-
ing literature on competition and pricing is again sketchy and unsystematic, 
and it seems the word “oligopoly” never makes an appearance (shamefully the 
book has no index, so it is impossible to be sure). Instead, Andrews begins 
with an account of the various legal forms of business ownership and contin-
ues first with a defence of capitalism against economists who exaggerate its 
monopolistic nature and then with a description of basic accounting prac-
tices, from which the concept of “gross profits” is derived. Next, Andrews 
provides a simple version of the Oxford Economic Papers account of short-run 
costs, interspersed with much more complicated remarks on the concepts of 

 J. E. King



399

reserve and excess capacity (ibid.: 88–93). This is followed by an analysis of 
long-run costs, again derived from the journal article but with the implica-
tions explained more carefully: as average costs do not normally increase with 
output, an expansion in demand will generally not lead the firm to raise prices 
(ibid.: 136–137).

The core of the argument is set out in Chapter 5, where Andrews presents 
his price theory at some length. It is indeed a theory of oligopoly, in which 
firms are aware of their interdependence with their competitors, believe that 
they face a horizontal (perfectly elastic) long-run demand curve and are always 
concerned at the possibility of cross-entry by firms using similar materials or 
techniques. Under these conditions, the “costing-margin” that the firm adds 
to its “normal cost” of production to set the price is

arrived at by competition or, in the case of a business man producing what he 
believes to be a unique product, by his idea of the margin at which he would, in 
the long run, have to face competition. It may formally be reached by quite 
elaborate calculations on the basis of existing costs, or it may be given by rule of 
thumb. But the consequences will be the same, in so far as, in either case, the 
level of the business man’s average direct costs will determine his quoted price 
(ibid.: 158–159).

Andrews insists that although oligopoly is pervasive,

the business world should be seen as competitive in the sense that in any market 
there will be a definite limit to the price which can be charged, and that any 
business man who exceeds this will lose his market, unless he is protected in 
some special way, as by legal restrictions (ibid.: 168).

The remainder of Manufacturing Business deals with selling costs, factor 
markets and a descriptive account of the business cycle, and is of much less 
theoretical interest.

The book was reviewed in four leading journals. In the American Economic 
Review, W. Rupert Maclaurin (1950) appeared not to realise that the chief 
contribution of Manufacturing Business was its analysis of price determina-
tion, missing its whole point. Meanwhile, V.W. Bladen wrote in the Canadian 
Journal of Economics and Political Science that, ‘This is at the same time an 
exciting and a disappointing book. It is exciting in its origin and promise’ 
(Bladen 1950: 263). But it was disappointing that confidentiality require-
ments had prevented the publication of much of the detailed empirical 
research that it relied upon:
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This absence of concrete material makes the book disappointing. One wonders, 
at times, whether it would have been very different if the author had not had 
this extraordinarily rich material available to him. It seems at times as theoretical 
as the theoretical treatises which it criticises. It is disappointing too because of 
its unduly polemical tone: it is too defensive, too worried about the attacks on 
“monopoly”. The result is just the opposite from what the author intends. He 
protests too much and thus raises doubts as to the validity of his interpretations. 
Yet it is still a challenging book which should not be neglected by econo-
mists (ibid.).

In Economica, LSE’s Arnold Plant (1951) made the sardonic suggestion 
that it should be provided to students only along with a copy of George 
Stigler’s impeccably neoclassical Theory of Price. Even less favourable was the 
ten-page review by Austin Robinson in the Economic Journal, which was harsh 
in tone and extremely critical of Andrews’ thinking. Robinson regarded the 
normal-cost pricing principle as ‘a wholly irrational ritualistic system of pric-
ing’ (A. Robinson 1950: 774), and Manufacturing Business itself as ‘powerfully 
destructive not only of the newer accretions of imperfect competition but also 
of the whole body of economic reasoning’ (ibid.: 771). Andrews’ firms, he 
maintained, were actually engaged in long-term profit maximisation, which 
was a necessary condition for their survival; he had simply misinterpreted 
their price-fixing behaviour (see ibid.: 780). Robinson did not explain how 
Andrews could be ‘fundamentally destructive of all the concepts of econom-
ics’ (ibid.: 774) and, at the same time, guilty of nothing more than a clumsy 
restatement of orthodox ideas. The Economic Journal offered Andrews noth-
ing more than a very brief right of reply, which he declined (see King 1988: 
196–197).

In addition to these formal reviews, reference was sometimes made to 
Andrews by other writers on the theory of pricing in the early 1950s. None 
was as hostile as Austin Robinson had been, though Joan Robinson came 
close with her claim (in a footnote) that Manufacturing Business was ‘full of 
dark sayings’ (J. Robinson 1953: 590, fn. 2). Both Peter Wiles (1950) and 
E.H. Chamberlin (1952) took basically the same position as Austin Robinson 
had done, while Andrews was defended by one of his students, M.J. Farrell 
(1951, 1952) and by H.R. Edwards (1952); Farrell’s first paper drew a brief 
reply from Austin Robinson (1951). But the strongest defence of normal-cost 
pricing came from Elizabeth Brunner, who had been Andrews’ assistant and 
collaborator since 1942. She had a degree in English literature, and Brunner’s 
very clear style of writing benefited their joint publications, which included 
books on the US Steel Company and the previously mentioned biography of 
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Lord Nuffield (see Andrews and Brunner 1951, 1959). Two years after the 
appearance of Manufacturing Business, Brunner published a lengthy article in 
which she carefully and systematically explained what the normal-cost theory 
of pricing had in common with orthodox models and where it broke with 
them (see Brunner 1952). The article appeared at a point in time when there 
were moves afoot to take away Andrews’ Nuffield College Fellowship, and 
seems to have been largely responsible for preserving it even though it was 
published in the Italian journal Economia Internazionale, which was not 
widely read by academic economists in Britain. The book itself continued to 
sell reasonably well, with reprints in 1955, 1959 and 1963, but Andrews 
declined to rewrite it, or even to add a substantial new introduction.

4  Andrews’ Later Work

It has often been noted that Manufacturing Business fell neatly between two 
stools, being too difficult for the lay (i.e. business) reader and not rigorous 
enough for an academic audience. The three “Netherlands Lectures” that 
Andrews delivered at the University of Groningen in May 1952 do not suffer 
from this problem, and instead constitute what is probably the best introduc-
tion to Andrews’ way of thinking. They provide a 45-page summary of his 
ideas that is very clearly aimed at an academic audience (see Andrews 1952 
[1993]: 175–219), supplemented by an extra 14 pages of ‘letters on the mar-
ginalist controversy’, some between Andrews and Roy Harrod, 
R.B. Hefleblower and Richard Kahn, and the remainder from Andrews to 
E.H. Chamberlin and to his publisher, Harold Macmillan (see ibid.: 
219–232). The first lecture provides his own interpretation of Alfred Marshall, 
which he contrasts with that of A.C. Pigou, of whom Andrews is a strong 
critic. The second deals with the post-Marshallian analyses of monopoly, oli-
gopoly, imperfect and monopolistic competition in the 1920s and 1930s, 
with particular reference to Chamberlin and to Joan Robinson, concluding 
with a discussion of the work of the OERG. The third and final lecture sets 
out Andrews’ own ideas on price theory. The lectures are superior on all counts 
to both the 1949 Oxford Economic Papers article and the theoretical compo-
nent of Manufacturing Business.

‘My work has led me to rather different interpretations of Marshall’, he 
notes early in the first lecture, ‘from that which was normal in the inter-war 
years, although on several points it is consistent with the position sustained by 
two of Marshall’s pupils  – Professors [Dennis] Robertson and [D.H.] 
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MacGregor’ (ibid.: 179). Andrews believed that Marshall himself was not very 
sympathetic to the neoclassical theory of atomistic equilibrium of the firm:

Marshall retained the idea of a supply curve, and of a stable equilibrium between 
demand and supply conditions because such an idea conformed to reality, in so 
far as actual prices were stable in given conditions; also because, given changes 
in demand conditions, changes in the levels of market prices could be explained 
on the lines of systematic changes in supply conditions according to changes in 
the underlying cost conditions. But he could not retain the idea of full atomistic 
equilibrium of the firm. He did retain the notion of a competitive parity of price 
as between individual producers. But he had to recognise in manufacturing 
industries not only that costs would fall with the expansion of the industry 
owing to the increased exploitation of external economies, but that costs also fell 
because of the existence of internal economies. Many passages show that he was 
well aware that in actual fact manufacturing businesses would not tend to have 
higher costs if they could expand their sales but would frequently have lower 
costs (ibid.: 182).

Thus, Andrews concluded, Marshall’s ‘definition of competition was not 
that of perfect competition as we have come to know it in later textbooks or 
as it was already being presented in continental textbooks’ (ibid.: 183). On 
the contrary, Marshall’s definition ‘was not in terms of homogeneous com-
modities sold in markets where preferences did not exist, but simply in term 
of the fundamental assumptions of freedom of entry and of parity of prices’ 
(ibid.: 183–184). From this, Andrews concluded that pure competition 
‘should be seen as only a special case of Marshallian competition. The latter is 
the general case which he differentiates from pure monopoly, where freedom 
of entry was impossible and so the [price] parity condition could not apply’ 
(ibid.: 184).

This led Andrews to make strong criticisms of many subsequent Marshall 
scholars. ‘Later generations’, he maintained, ‘have interpreted the whole of 
Marshall in terms of pure competition analysis and have convicted him of 
error in the one field where he now seems to me to have been so original’ 
(ibid.: 184–185); Pigou was especially culpable in this regard. Andrews pur-
sued this theme in the second lecture, noting that ‘[t]he revolutionaries of the 
1930s...went a good deal further in the assumptions which they postulated 
rather than justified. In approaching the problem, they were prisoners of the 
idea of full equilibrium in the individual business which had dominated the 
older traditional theories’ (ibid.: 192). The problem was that
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the atomistic full equilibrium approach required that its marginal revenue 
should equal its marginal costs. If, therefore, a business was supposed to have 
falling marginal costs, it was necessary for it to be confronted by a falling mar-
ginal revenue curve, if it were to reach equilibrium in the output which it 
planned to place upon the market. This required a falling demand curve. The 
traditional theory which produced such a demand curve for the individual firm 
was, of course, the theory of monopoly (ibid.: 192–193).

Piero Sraffa (1926) had seen this very clearly, outlining what in the later 
published work especially of Joan Robinson would become the Cambridge 
theory of imperfect competition.

Andrews also commented critically on contemporary approaches to the 
theory of oligopoly, which had ‘all been far too much concerned with short- 
period price-cutting to have general relevance to the problem of normal prices, 
since price-cutting is not a normal phenomenon’ (Andrews 1952 [1993]: 
199). ‘At their most abstract level’—here he refers to von Neumann and 
Morgenstern (1944)—‘they seem to me to have little relevance to price for-
mation as ordinarily developed in established industries’ (Andrews 1952 
[1993]: 200). Similar criticisms applied to the work of Michał Kalecki and 
Peter Wiles. ‘Other examples could be cited, and it would seem that, like the 
sorcerer’s apprentice, we have become the victims of our own devices’ 
(ibid.: 202).

In the third lecture, Andrews reported on his own efforts to escape from 
these devices: ‘When I study a business I go to it, stay in it, and work, [so] to 
speak from the inside, so a wide range of experience may be available to me’ 
(ibid.: 205). He spent some considerable time in each business, and insisted 
on being able to move around freely: ‘It is from studies of this kind’, he con-
cluded, ‘that my theories of price formation emerged gradually’ (ibid.: 206). 
He began by assuming that ‘all consumers of the product in question are other 
business men’, so that the issue of consumer irrationality did not arise. 
However, ‘I postulate that, other things being equal, the demand will not be 
distributed at random between suppliers, but that various customers will pre-
fer to deal with particular producers and that each producer will have his cir-
cle of customers whose “goodwill” he enjoys’ (ibid.: 208; italics in original). 
This, he always believed, was a rational response—“better the devil you 
know”—in an imperfect world where loyalty to a known reliable supplier 
makes more sense than choosing randomly when unknown rivals are quoting 
the same price.

In the long term, Andrews insisted, ‘if there is to be equilibrium in the 
market, the prices of identical products must be identical’. But this ‘does not 
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imply any infinite elasticity of demand for the product of the individual busi-
ness’. On the contrary, the attachment of buyers to one particular supplier 
‘implies that, at the given price, each business will at any one time have only 
a definite demand, which can be increased in given conditions only by the 
rather slow process of building up goodwill’. What Andrews terms the ‘price 
line’ for the product of any particular firm ‘represents the maximum price 
which the business can charge if it is to retain its goodwill in the long run. 
This price will represent the lowest price any potential competitor would 
charge for a product of identical specification’ (ibid.: 209).

So much for demand. On the question of costs, Andrews argues that, with 
given input prices, ‘average direct costs will be constant over the range of out-
put which the business is organized to produce’ (ibid.: 210). He ‘finds it dif-
ficult to accept’ the ‘simple U-shaped cost curve’ of traditional theory, instead 
proposing ‘a falling long-run average cost curve because of the influence of 
technical factors’. However, it is likely that ‘such a curve will fall more steeply 
for increases from a relatively small scale, than it will for increases from a rela-
tively much larger scale. The curve of long-run costs in our model may, there-
fore, be drawn as falling even more gently’ (ibid.: 211).

The implications for pricing decisions are clear. The businessman ‘will have 
no cost deterrent to increasing his scale to meet any permanent increase in 
demand but, equally, for any likely increase in demand he will not expect a 
substantial fall in his costs’ (ibid.: 211–212). ‘It will be seen that our model 
postulates no fine marginal balance, except in so far as the business will be 
doing the best it can, if it meets whatever demand comes its way to the limit 
of its capacity’ (ibid.: 212). In setting price, the businessman needs to calculate

the estimated average direct costs of a product, and the margin which he pro-
poses to add in order to get his quoted price – the gross profit margin, already 
mentioned. Since his direct costs will be given quantities, given the specifica-
tions, his pricing problem is to estimate the gross margin which it is safe for him 
to charge, revising his estimates downwards if he is forced to do so in order to 
meet competition ... The costing margins are therefore determined by estimates 
of potential competition (ibid.: 212).

Andrews insists that this does not entail that all businesses always cover all 
their costs. This distinguishes his version of mark-up pricing theory from that 
of Hall and Hitch (1939): ‘There is no full-cost theory. It will be quite normal 
for any business to have a proportion of products which, for long-run reasons 
or because of the nature of its market, it wishes to keep offering’, even at a loss 
(ibid.: 213; italics added). Andrews concludes that, unless factor prices change, 
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the prices set in this way will tend to be stable so that the overall price level 
will become unstable only in quite exceptional circumstances involving ‘a 
general fall in demand’ or ‘great restriction of supply in the face of...a very 
strong demand’ (ibid.: 214). On this important issue, he does agree with Hall 
and Hitch.

Andrews ends his lectures with

one last methodological observation. I have been very much impressed by the 
way in which traditional theory has tended to stultify empirical research, in the 
field in which I am most interested. Even if the theory were right, this might 
have happened, in so far as it provided the student with rigid models, not set out 
in terms which would be recognizable when he worked inside a business. I have 
deliberately avoided too much model building, except of the simplest kind. I 
have tried hard to leave my theoretical work with the fuzzy edge which belongs 
to reality – in the sense that, within the simple models which I have constructed, 
I try always to analyse in [a] realistic manner, and with qualifications and exam-
ples given as soon as they become relevant (ibid.: 218–219).

However, it was precisely this ‘fuzzy edge’ that Andrews’ critics would most 
strongly object to.

After 1952, he turned away from academia to work with businesspeople, 
whose company he found more congenial. Andrews’ second, and last, impor-
tant book did not appear until 1964. In On Competition in Economic Theory, 
he provided the detailed critical history of the theory of the firm since Marshall 
that should have come in the early chapters of Manufacturing Business, fol-
lowed by a critique. Oligopoly is the most common market type, Andrews 
maintains, and the static marginalist equilibrium method used by the ortho-
dox theory of the firm cannot deal adequately with it. There is no theoretical 
justification for the downward-sloping demand curve for the individual firm. 
‘Joan Robinson’s demand functions have no analytical roots’, he concluded. 
‘Her demand curves fall simply because she tells them to do so’ (Andrews 
1964: 22). In oligopoly, the firm cannot know its demand curve, which 
depends on the pricing policy of its competitors. Unless there is collusion 
between firms, marginalist pricing procedures are impossible. But collusion is 
also impossible unless entry is blocked (ibid.: 25–30). Potential cross-entry 
brings long-run considerations into the short run, destroying the short-run 
demand curves used by orthodox theorists and rendering cost and demand 
functions mutually dependent on each other. Thus, potential competition 
‘removes the ring fence which is necessary for the playing of classical and neo-
classical games’ (ibid.: 84).
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On Competition was widely reviewed, in rather more favourable terms than 
Manufacturing Business, but with criticism of both the depth of the theoretical 
analysis and the neglect of similar ideas that had been developed in the United 
States and Europe. Writing in the journal Kyklos, J.B. Heath described the 
book as ‘stimulating but endlessly frustrating ... Time and again [Andrews] 
takes us to the brink of new ideas and analyses which offer the prospect of 
further advances in this difficult subject, and then with masterly self-control 
restrains himself from taking the plunge’ (Heath 1965: 710). ‘Can it be 
hoped’, T.A.B. Corley asked at the end of his review in Economica, ‘that Mr. 
Andrews, with his long experience and intensive study of the subject, will now 
lay aside his work on restrictive practices, and give us the “foundations” that 
are so badly needed?’ (Corley 1965: 472). Similarly, Derek Robinson—the 
third of this ilk to engage with Andrews between 1950 and 1965—regretted 
in the Journal of Management Studies that he ‘does not, in the critique, directly 
state his own theoretical position’. ‘The next step’, Robinson concluded, ‘is for 
Mr. Andrews to restate his own theoretical position in detail’ (D. Robinson 
1965: 237).

In the American Economic Review, E.T. Grether also complained about the 
absence in On Competition of a general theory that could then be applied to 
particular cases, making Andrews vulnerable to ‘the pitfalls of rationalizing 
the status quo’. Grether also criticised the ‘notable lack of reference’ to the US 
literature on industrial organisation and the totally inadequate account of the 
work of Joe Bain (see Grether 1966: 1264). The final review, by the Cambridge 
economist Aubrey Silberston in the Economic Journal two years later, also 
objected to ‘Mr. Andrews’ dismissal of Bain’s important work on new entry, 
in the course of two or three pages, on the grounds that Bain has not suffi-
ciently taken into account potential competition from established businesses’ 
(Silberston 1967: 866). Indeed, Andrews had not taken adequate account of 
the concept of “limit pricing” that could be found in Bain’s book on Barriers 
to New Competition (Bain 1956), and later in a well-received book on Oligopoly 
and Technical Progress by the Italian theorist Paolo Sylos-Labini (1962). There 
was really no excuse for the omission, since both had been summarised—
Sylos-Labini from the as then untranslated Italian version—by Franco 
Modigliani (1958) in the Journal of Political Economy.
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5  Later Appraisals

Andrews published little after the appearance of On Competition, with failing 
health and his professorial duties at Lancaster putting paid to any possibility 
that he would write the treatise on the theory of the firm that he had earlier 
contemplated. On his death in 1971, the Journal of Industrial Economics pub-
lished brief tributes from Michael Farrell (1971), Roy Harrod (1971), Philip 
Sargent Florence (1971) and Tom Wilson (1971). The most interesting (and 
also the most enigmatic) was that by Harrod, who had been the Chairman of 
the OERG when Andrews was its Secretary:

Throughout the period of our collaboration, I saw a great deal of Philip. Our 
relations were always cordial and I found him an easy person to work with. 
Philip had certain problems in Oxford, which he used to discuss with me at 
some length. The time is not ripe for a reference to all that was involved. Perhaps, 
it never will be and the matter may be allowed to pass into oblivion. For my own 
part, I should like to say that I had much sympathy with Philip’s point of view, 
and was deeply grieved that in his later years at Oxford he was not spared these 
difficulties, which ought not to have proved insoluble (Harrod 1971: 7).

Harrod pointedly avoided naming Andrews’ enemies in Oxford, who were 
in fact John Hicks and Norman Chester (see Lee 1993: 22). Ironically, the 
earliest attempt to formalise the Andrews model, made by the Australian 
H.R. Edwards in 1955, had been in defence of his ideas against the very dif-
ferent analysis offered by Harrod (see Edwards 1955; Harrod 1952). This was 
purely diagrammatical, but in the year before Andrews’ death a mathematical 
formalisation was provided by the Indian theorist Jagdish Bhagwati (1970), 
who commented favourably on both Andrews and Edwards; a rather simpler 
Andrewsian model was later provided by Gavin Reid (1979, 1981). Empirical 
evidence was also beginning to emerge in support of Andrews, with one 
sophisticated econometric study coming out strongly in favour of a constant 
rather than a U-shaped average cost curve (see Koot and Walker 1970).

Four years after Andrews’ death, Brunner published Studies in Pricing, a 
book of five essays, two of which were the text of hitherto unpublished lec-
tures from the mid-1960s in Paris and at Harvard and one that applied the 
theory of normal-cost pricing to the building industry (see Andrews and 
Brunner 1975). It was enthusiastically reviewed by Alfred Eichner, who main-
tained that Andrews’ theoretical writings ‘anticipate what has come to be rec-
ognised as the micro foundations of post-Keynesian theory’ (Eichner 1978: 
1,437). These important points of agreement included an emphasis on 
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disequilibrium—perhaps “non-equilibrium” would be a better term—the 
absence of demand curves for the individual firm outside perfect competition, 
reserve capacity as standard business practice, price rigidity in the face of 
demand fluctuations, wage increases routinely passed on in higher prices 
through the costing process, and (most important) a mark-up model of pric-
ing (see Lee 1998). Yet Andrews always kept his intellectual distance from 
first-generation Post Keynesians like Michał Kalecki and Joan Robinson, and 
with the solitary exception of one rather unimpressive chapter in Manufacturing 
Business, never paid any attention to the macroeconomic implications of his 
theory of the firm. It has to be said that his neglect of potential allies was not 
confined to Post Keynesians. He made no attempt to explore the possible 
affinities with Austrian economics, not even in the more moderate British ver-
sion associated with George Shackle, and completely ignored the work of 
early behavioural economists like Herbert Simon, whose fundamental con-
cept of “bounded rationality” had obvious similarities with Andrews’ own 
thinking on the behaviour of the oligopolist (see King 1988: 202–204).

Several Post-Keynesian microeconomists did follow Eichner’s lead and 
explore their intellectual links with Andrews, sometimes in considerable 
detail. As Fred Lee noted:

[I]n the two decades since his death, increasing tendencies towards method-
ological debate in economics were followed by a steady growth of interest in 
Andrews’ work, particularly among younger scholars, many of whom teach at 
newer universities. After discovering his contribution (often by chance), this 
younger generation of heterodox economists has tended to take the view that 
Andrews’ research output was potentially revolutionary in its content and 
deserved to have made a bigger impact, especially with regard to developing a 
non-neoclassical theory of markets (Lee 1993: 29).

In Australia, a PhD was awarded to Juli Irving (1978) for her dissertation 
on Andrews and ‘the unsuccessful revolution in economics’. Lee himself pub-
lished widely on Andrews’ work for almost two decades, beginning in 1981 
with an assessment of the OERG and concluding in 1998 with a chapter on 
Andrews in his authoritative text on Post-Keynesian price theory (see Lee 
1981, 1984, 1989, 1991, 1993, 1998: Chapter 5). He also co-authored two 
books, one on Oxford economics (see Lee and Young 1993) and the other on 
Andrews, which included twelve previously unpublished papers, among them 
the Groningen Lectures referred to above (see Lee and Earl 1993), together 
with a paper on ‘the fate of an errant hypothesis’, the normal-cost pricing 
doctrine, with an exhaustive eight-page bibliography (see Lee and Irving- 
Lessmann 1992).
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Lee’s lengthy introduction to the 1993 volume begins with a detailed 
intellectual biography of Andrews and continues with a perceptive extended 
summary of his contributions. The 1998 chapter ends with a penetrating one-
paragraph critique, which notes that Andrews failed to provide a satisfactory 
explanation of the costing-margin, underestimated the role of social institu-
tions such as trade associations and trade unions, and largely ignored con-
sumer behaviour (see Lee 1998: 116). Peter Earl’s long concluding chapter in 
the 1993 volume is more favourably inclined, drawing a clear parallel with 
John Maurice Clark’s (1940) theory of “workable competition” and noting 
how many of Andrews’ ideas had been ‘reinvented’ by later industrial econo-
mists, with the role of potential entry in constraining prices being rediscov-
ered as “contestability” in the subsequent literature (see Earl 1993: 403–405). 
Earl praises Andrews’ work on labour economics, in particular his early dis-
cussion of oligopsony, his treatment of labour as a “quasi-fixed factor” of pro-
duction ten years before Walter Oi invented the term, and his analysis of 
internal labour markets with limited ports of entry a full two decades ahead 
of the supposedly pioneering work of Doeringer and Piore (see ibid.: 
410–412). In the theory of the firm, Andrews had also anticipated the analy-
sis of X-inefficiency and organisational slack later provided by Leibenstein 
(see ibid.: 414). But he had contributed to his own neglect with his poor writ-
ing style and his ‘failure to build marketing coalitions’ with scholars of similar 
theoretical inclinations (see ibid.: 420–421). As a result, Earl notes, ‘many 
Post Keynesians give his work short shrift; citation is usually very brief, often 
comprising no more than a footnote mention’ (ibid.: 407).

However, some attention does continue to be paid to Andrews in the sec-
ond decade of the new century. In her account of developments in the 
Marshallian tradition in Oxford economics between 1947 and 1979, Lise 
Arena writes perceptively both on Manufacturing Business and on Andrews’ 
role in the emergence of the new sub-discipline of industrial economics, 
focusing on the Nuffield seminars that he organised in the 1950s and early to 
mid-1960s (see Arena 2011: 253–256, 260–261). Lowell Jacobsen (2017) 
also revisits Manufacturing Business in an article that concentrates on the hos-
tility of the reviews that it received from Arnold Plant and Austin Robinson. 
In a later paper, Jacobsen draws on two unpublished Robinson documents 
from 1982 which both offer retrospective criticisms of Andrews’ ideas on pric-
ing and price stability in response to the question: “What remains of full cost 
pricing?” (see Jacobsen 2018). Meanwhile, the classical-Marxian theorist 
Anwar Shaikh, in his massive treatise on Capitalism: Competition, Conflict, 
Crises, makes no fewer than 25 references to Andrews, including—amaz-
ingly—two direct comparisons with the work of Karl Marx, in the context of 
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price-cutting competition and “full-cost pricing” (see Shaikh 2016: 318, 
334). Of course, Andrews would not have been happy with either of these 
references to “full-cost pricing”.

6  Conclusion

There were both political and personal reasons for the failure of Philip 
Andrews’ challenge to economic orthodoxy (see King 1988: 205–206). In the 
late 1940s, socialist ideas were very influential among British economists, 
many of whom stressed the ubiquity of market failure and the need for com-
prehensive intervention by the State. In his defence of business and business 
people, Andrews was swimming against a powerful tide. At the personal level, 
he failed to work with or even acknowledge the achievements of potential 
allies, insisting instead that ‘room is left for the anarchist who obstinately 
wants to work within the limitations of his own presuppositions and experi-
ence’ (Andrews 1957: 71).

In his review of the 1993 book of essays, Robert Rothschild came to rather 
similar conclusions:

The question is why Andrews’ influence upon the direction subsequently taken 
by industrial economics turned out to be as modest as it did. Undoubtedly, his 
opaque exposition and the way in which he chose to present his ideas will have 
played a role, as will the fact that his model must have struck some of his con-
temporaries as underdetermined in a mathematical sense and others as suscep-
tible to a mathematical interpretation which could be straightforwardly 
reconciled with the marginalist paradigm. Moreover, while Andrews’ model 
seems to provide an intuitively appealing description of some aspects of business 
practice, it does not appear to offer a way into the analysis of many of the prob-
lems which are the legitimate concern of modern industrial economics. Strategic 
interdependence amongst oligopolists is one example of an area of research 
which the marginalist approach has rendered tractable in a way which would 
not have been possible within Andrews’ framework. On a more personal level, 
Earl notes that Andrews was very much a “loner” who neglected to market his 
insights by establishing coalitions with like-minded economists, especially those 
working in the United States. In failing somehow to make an immediate impact 
he was denied the basis for influence in the longer term. Yet many of his insights 
have since been incorporated without acknowledgement in the work of others, 
or independently rediscovered by authors unfamiliar with them. Recent work 
on “contestability”, for example, emphasises the role of potential competition as 
a source of market discipline and an inducement for existing firms to seek no 
more than competitive profits (Rothschild 1995: 196).
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Similarly, Jacobsen notes that the emerging discipline of strategic manage-
ment would benefit from an acknowledgement of Andrews’ work on the ‘two 
leading approaches to strategy (industrial organisation and resource-based)’ 
(Jacobsen 2017: 205). Peter Earl, in his appraisal of the “new behavioural” 
economics of the 2017 Nobel Laureate Richard Thaler, regrets the lack of any 
reference in his writings on “fairness” in pricing decisions to the previous 
work of Marshall, the OERG and (especially) Philip Andrews (see Earl 2018: 
119). Perhaps, half a century after his death, the obstinate anarchist will at last 
receive the recognition that he deserves.
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18
Hrothgar John Habakkuk (1915–2002)

F. M. L. Thompson

1  Introduction

An outstanding economic historian, greatly admired Principal of Jesus 
College, Oxford, for seventeen years, and a distinguished Vice-Chancellor of 
Oxford, Hrothgar John Habakkuk was born on 13 May 1915  in Barry, 
Glamorgan. His very rare name, which was to cause spelling problems for 
generations of undergraduates, he owed to a seventeenth-century ancestor’s 
choice of surname, in which he had given free rein to the Welsh sense of affin-
ity with Old Testament Prophets. Hrothgar, as he was always known by his 
friends before the 1970s, derived from the chance that his father, Evan Guest 
Habakkuk, happened to be reading Beowulf at the time of his son’s birth, and 
this forename was also to cause trouble, not only with its spelling. Later on, as 
will transpire, he experienced the sea change of becoming “Sir John” and 
“John” as a response to the euphonics of a knighthood and to spare the anxiet-
ies over how to handle “Hrothgar” of a public which was increasingly unfa-
miliar with the Beowulf story. His mother, Anne, was by all accounts a strong 
and determined, not to say formidable, woman—in this most rationalist of 

This chapter is reprinted from Thompson (2004) with the permission of the British Academy. I 
[Thompson] am grateful to Hrothgar’s children, especially David and Alison, for providing me with 
information about his life, and letting me have copies of the MSS of his major speeches. My debt to Keith 
Thomas’s Address at the Memorial Service is inadequately acknowledged in the footnote references.
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families she told her son when he not unreasonably objected to going to 
Sunday school, that it was far better than mooning around the house reading 
the newspaper, and packed him off to good effect; well over three-quarters of 
a century later he remembered clearly that it was his Band of Hope teacher 
who first introduced him to St David.1 Anne’s mother, Hrothgar’s maternal 
grandmother, died in 1884 when her daughter was eighteen months old, and 
this catastrophe—along with cheap American grain—drove his maternal 
grandfather, a Welsh-speaking Montgomeryshire farmer, to work in the 
Aberfan colliery. Hrothgar’s paternal grandfather, a mining engineer, was 
killed in a mining accident in 1887. These family misfortunes gave Hrothgar 
an abiding sense that life is precarious and that chance may bring some 
unforeseen disaster. This—and of course the experience of coming to matu-
rity in the 1930s—goes a long way towards explaining the streak of caution 
and circumspection in both his scholarship and university administration.

The move off the land and down the Aberfan mines was not an unmiti-
gated downward slide for the family, as it provided the setting and means for 
Anne to become a pupil teacher at the age of thirteen, to go on to teacher 
training, and to become a school teacher in Barry. She always bitterly regret-
ted that the general public-service rule of the times compelled her to abandon 
her teaching career on marriage. This undoubtedly was a powerful influence 
on Hrothgar’s determination, when he had the opportunity, to further the 
education of women. The importance of education was the central lesson of 
his childhood. His father had been obliged to leave school at fourteen, but 
later through the support of an uncle was able to go to University College of 
Wales at Aberystwyth, although not able to afford to stay long enough to get 
an honours degree. After a spell of school-teaching, Evan Guest then became 
a local government official, as Secretary to the Education Committee of Barry 
Council and clerk to the governors of Barry County School and of its sister 
girls’ school. This parental combination of learning and teaching furnished an 
upbringing in which books, serious discussion and argument, and a noncon-
formist ethic tempered with the agnosticism fostered by rationalist thinking 
were the main formation influences. His great schoolfriend, Bryan Hopkin—
later Chief Economic Adviser to the Treasury—on his first visit to the 
Habakkuk home was disconcerted when Hrothgar asked him what he thought 
was the most important common element in the world’s religions, not a sub-
ject which figured in the Hopkin household’s normal discourse (nor a subject 
which much occupied Hrothgar’s mind in later life).

1 Sermon delivered by Habakkuk in Jesus College, Oxford, on St David’s Day, 2000.
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Alongside his family, Barry and Barry County School were the important 
formative factors in his early years. Barry, he later pointed out, as an entirely 
new town was very special in having a precise birthday: 14 November 1884 
when the excavation of the dock and the construction of the Barry Railway 
began. Hrothgar’s father, although born on a farm, was brought to live in 
Barry in 1886, and he was brought there because after his father was killed in 
a mining accident his mother remarried to a miner, who then came to work 
as a coal-tipper in the Barry dock. This was John Hughes, Hrothgar’s step 
grandfather, still working as a tipper in the 1920s when step grandson talked 
with him at the docks.2 Barry in the 1920s still felt like a pioneer town, its 
oldest inhabitants all incomers from the Welsh hinterland or from across the 
Severn (there was a regular paddle-steamer service between Weston-super- 
Mare and Cardiff), and something of the feeling of excitement, novelty, and 
intensity of living on a frontier in a boom town had survived the First World 
War, even though Barry had lost forever its pre-1914 atmosphere of headlong 
expansion as one of the largest coal-exporting ports in the world. Barry was 
being reinvented as a seaside resort with the beaches of Barry Island, but the 
docks and coal remained the core of the town’s economy. Hrothgar recalled 
that an east wind on a Monday was still a major menace—the coal dust from 
the coal-tips played havoc with the washing on the clothes lines. The atmo-
sphere was not all grime and hard work: a community was being forged by 
very active music, literary, and dramatic societies, sports clubs, and lively local 
politics. There is no record of any sporting interest—beyond a recollection of 
the town’s devastation when the local doctor’s horse, Little Titch, came last in 
the Derby—but Hrothgar did recall taking part when he was only ten years 
old in fierce arguments over the merits of candidates in a local council elec-
tion; his performance as Orsino in Twelfth Night was long remembered; and 
he sang with gusto the school song, ‘To our town where mighty Severn opens 
to the Ocean Blue…’

The institutions which shaped the community were the churches and cha-
pels, more than forty of them, and the schools. The influence of the former is 
problematic, while that of Barry County School is unambiguous. It is true 
that in his St David’s Day sermon Habakkuk spoke in personal terms of reli-
gion ‘as we experienced it’ in the inter-war years. He sang the great Welsh 
hymns, took to heart the message that ‘we are pilgrims through a barren land’, 
and witnessed the fervour and austerity of Welsh nonconformity at first hand. 
He experienced religion, however, as a moral code and system of ethics, not as 
something entailing faith, doctrine, theology, and worship; it provided a set of 

2 MS notes of a speech given by Habakkuk at the launch of Barry: The Centenary Book, by D. Moore (1984).
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rules for the conduct of life. These rules were replete with prohibitions: ‘There 
were a great many “thou-shall-nots” … There was no talk of self-fulfilment 
and a great deal about duty, obligation, and conformity’.3 Undoubtedly these 
rules did much to shape Hrothgar’s own work ethic and sense of duty; but at 
the same time their narrowness and joylessness contributed to his youthful 
rebellion against what he felt to be the parochialism of life in Barry.

Barry County School, on the other hand, was the gateway to the wider 
world. His father, as secretary to the governors, may have sat at a table in the 
playground collecting the admission fees from new boys, but Hrothgar got 
into the school entirely through his own success in the competitive scholar-
ship examination. Barry had a notably progressive local education authority, 
and the County School had an outstanding headmaster, Major Edgar Jones, 
“the Thomas Arnold of Wales”. Both the history masters, David Williams and 
Ifor Powell, later became university lecturers and professors, and they started 
a Barry tradition of schooling distinguished academic historians, which over 
the twentieth century included David Joslin (Cambridge Professor of 
Economic History, 1965–1970), Sir Keith Thomas FBA, and Martin Daunton 
FBA, as well as Hrothgar himself. His contemporary schoolfellows included 
Glyn Daniels, future Cambridge Professor of Archaeology, as well as Bryan 
Hopkin. He and Hrothgar in 1931 won two of the four “Geneva Scholarships” 
offered each year by the Welsh League of Nations Union to sixth-formers, 
scholarships which financed their attendance at a Summer School in Geneva 
devoted to the League of Nations and international relations. This cemented 
the Habakkuk-Hopkin axis and sharpened their interest in, and knowledge 
of, international affairs (see Hopkin 2003: 7). Together they won scholarships 
to St John’s, Cambridge, in 1933, Hopkin to read Economics, Habakkuk 
History.

Hrothgar, already a teenage socialist who had been active in the school 
debating society, spent much time as a Cambridge undergraduate discussing 
politics, and went to many meetings with Bryan Hopkin—whose friendship 
doubtless kept him abreast, also, of the new economics of Keynes and Joan 
Robinson. Hrothgar was strongly anti-communist, having been greatly 
impressed by a talk in the local chapel early in 1933, given by Gareth Jones 
(son of headmaster Edgar Jones) who had just spent the winter in the Ukraine: 
he spoke of the catastrophic famine caused by forcible collectivisation that he 
had seen at first hand. Hrothgar was also influenced by his dock-side conver-
sations with his step grandfather, who greatly disliked the local communists 
and thought they were dishonest rogues. At Cambridge he used to argue with 

3 Habakkuk sermon, St David’s Day, 2000.
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his brilliant contemporary John Cornford, the communist poet and womaniser 
later killed in the Spanish Civil War, whose irresponsibility shocked Hrothgar 
almost as much as his politics. ‘What I most hated about the communists’, he 
wrote in the last month of his life, ‘was their millenarian element—the belief 
that a million or so deaths were well worth the coming of the age of prosperity 
and peace which they would inevitably bring about. I used to argue with 
Cornford whom I now think was much less sensible and well informed than 
my father’s stepfather’ (Habakkuk to Hopkin, 21 October 2002).4

Hrothgar’s experience of “red Cambridge” was exhilarating, but limited: he 
had no contact with the famous Cambridge spies, though he did know George 
Barnard, also at St John’s, ‘the chief local commissar of the student Communist 
Party’—who ended up as Professor of Mathematics at Essex University and 
President of the Royal Statistical Society (see Hobsbawm 2002: 116).5 The 
academic experience was decisive in shaping his life. Hrothgar distinguished 
himself in the Tripos, and what he remembered years later were the lectures of 
the Professor of Economic History, J.H. Clapham, packed with information, 
a descriptive treatment of Britain’s economic history from before the Conquest 
to the end of the nineteenth century, replete with anecdotes and curious facts; 
but above all he recalled the sheer ebullience and intellectual excitement of 
Munia Postan’s lectures, darting from nineteenth-century movements of 
capital and labour to fourteenth-century agrarian crises, and grounded in the 
latest Continental teachings of figures—Sombart and Bloch, for example—
who were virtually unknown in Cambridge. It was, Hrothgar recalled in his 
address at the Memorial Service for Sir Michael Postan, ‘an entirely fresh 
vision of economic history’.6 All the same when he decided in 1936 to stay on 
at Cambridge to do historical research, he at first proposed as his field, for 
reasons he failed to recall, not any economic history, but Dutch Arminianism 
in the seventeenth century. He rapidly dropped that idea, and Clapham, who 
was to be his supervisor (but not for a PhD, for which he never registered, it 
not being the done thing at that time for high-fliers) suggested that he should 
research the Industrial Revolution in South Wales. He rejected that topic also, 
partly because he regarded the history of South Wales as parochial, and 
perhaps partly because in his socialist phase he was out of sympathy with the 
great industrial capitalists like the coal owner David Davies, the creator of 
Barry. Looking back in retirement it was a decision he rather regretted, maybe 

4 For a sympathetic, not to say adulatory, view of Cornford, see Hobsbawm (2002: especially Chapter 8).
5 Habakkuk had picked up this reference, a sign of the enduring alertness of his mind, and his voracious 
reading (Habakkuk to Hopkin, 21 October 2002).
6 Address delivered by Habakkuk at the Memorial Service for Sir Michael Postan, 13 February 1982 
(Peterhouse Record, 1981/82).
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a lost opportunity. For the rest of us it was a decision which cleared the way 
for Hrothgar to become the pioneering historian of English landownership, 
although he claimed that this happened completely by accident. Postan 
returned to Cambridge one day from the newly formed Northampton Record 
Office (virtually the single-handed creation of Joan Wake), where he had been 
immersed in manorial records, bubbling over with enthusiasm for the rich-
ness of the sources there, and announced that Hrothgar positively had to seize 
the opening for creating a completely new field of historical enquiry, the his-
tory of the eighteenth-century Northamptonshire gentry from their private 
family records.

When reminiscing in his eighties about this momentous step, he claimed it 
was taken entirely under the almost hypnotic influence of Postan’s supremely 
confident and exuberant pronouncements. An interest in landowners, how-
ever, was not without some roots in Hrothgar’s own youth, for he remem-
bered as a boy speculating about the vivid contrast between the new Barry of 
the coal-tips and the old Barry of neighbouring Porthkerry Park, ‘the almost 
feudal estate of Lord Romilly’, where he often went walking. And he claimed 
that an interest in the effects of the marriages of Welsh heiresses to English 
and Scottish husbands was a question ‘which occurred naturally to a school-
boy in Glamorgan in the 1920s when the Marquess of Bute, the Mackintosh 
of Mackintosh, the Earl of Dunraven, and the Earl of Plymouth were still 
great names’.7 In later life, he wondered whether it had not been a mistake to 
plunge into the landownership subject at the deep end, into the vast piles of 
extremely wordy and abstruse title deeds—which were also physically difficult 
to handle—that formed the bulk of the available family records, when it 
might have been better to start with the more easily accessible printed private 
estate acts (a series starting in the later eighteenth century) with their random 
national coverage and their evidence about the legal deficiencies in the cir-
cumstances and powers of individual landowners which they were concerned 
to remedy.8 It is certainly true that his path-breaking contributions to the his-
tory of landownership all came to derive fundamentally from close scrutiny of 
legal instruments—marriage settlements, wills, conveyances, and the like—
where later historians would tend to use other sources, such as family or busi-
ness correspondence, and estate accounts, as their starting points. Thus, it 
came about that Hrothgar was launched into research where the key to under-
standing the documents was some familiarity with the technicalities not 

7 MS notes of a speech given by Habakkuk at the launch of Barry: The Centenary Book, by D. Moore 
(1984) and Habakkuk (1984: 182).
8 Video interview with Sir John Habakkuk by Negley Harte, 17 March 2001, for the Economic History 
Society series. Available at: https://www.ehs.org.uk/multimedia/interviews-with-historians.
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simply of the laws of real property, but of obsolete laws of real property. For 
the rest of his life, he was enthralled—though not continuously—by this aus-
tere discipline: in his retirement in the 1980s, it is recorded, ‘a colleague 
remembers seeing him in the Law Library [of the Bodleian], poring over 
abstruse works on land law, with, on his face, a look of beatific contentment’.9

The last four years of the 1930s were spent in preparing for his dramatic 
arrival on the academic scene (if overshadowed by other events), with the 
publication in 1940 of two substantial pieces, one an acutely perceptive treat-
ment of an established subject, the chapter on “Free Trade and Commercial 
Expansion, 1853–1870” (Habakkuk 1940a) in the Cambridge History of the 
British Empire, and the other the highly original article on “English 
Landownership, 1680–1740” (Habakkuk 1940b) which opened up an 
entirely new field of study. In 1938 he became a Fellow of Pembroke College, 
and it is possible that his venture into imperial economic history arose out of 
lectures and tutorials [sc. supervisions in Cambridge] he was giving on 
nineteenth- century subjects. Although it was an excursion into territory to 
which he never returned, this chapter has all those qualities of clarity, lucidity, 
logical exposition, and judicious employment of economic theory, which 
were to become the hallmarks of his scholarship. Moreover, it contains dis-
tinct anticipations of concepts such as informal empire, and multilateral set-
tlements of international payments, which were only to be fully articulated, 
many years later, by other historians. This capacity for initiating or anticipat-
ing future lines of enquiry and interpretation, cultivated by his mentor Postan, 
was also to be characteristic of Hrothgar’s most influential work.

The bulk of his research time, however, was spent on the Northamptonshire 
records. Some of the time was in Lamport Hall, where Joan Wake was busy 
establishing a private enterprise county record office. Here Hrothgar was star-
tled by the abrupt and hectoring manner with which Joan Wake treated a 
scruffily dressed old man who kept asking for her help in deciphering the 
medieval Latin script of documents he was studying, telling him he ought to 
try to master some elementary palaeographical skills before wasting her time. 
Curious to find out who the victim of this bullying was, Hrothgar stole a 
glance at the visitors’ register, only to see the cryptic signature ‘Spencer’. The 
hapless researcher was none other than the donor of most of the records Joan 
Wake had collected, engrossed in looking at his own family papers and enjoy-
ing her badinage. This episode doubtless led eventually to Hrothgar’s gaining 
access to the Althorp muniments that had not yet been transferred to Lamport 

9 Address delivered by Keith Thomas at the Memorial Service for Sir Hrothgar John Habakkuk, 8 
February 2003 (printed by All Souls College, Oxford): 13.

18 Hrothgar John Habakkuk (1915–2002) 



424

Hall, and to his legendary encounter with the law. It seems that in the early 
days of the blackout in the autumn of 1939, while hurriedly completing the 
research for his landownership article, he was working far into the evening 
when a policeman saw a light in the muniment room and a figure crouched 
by the safe. Asked what he thought he was doing, he replied that he was 
studying eighteenth-century landownership. Naturally such an implausible 
activity aroused the suspicions of a rural constable, who then demanded to 
know his name. On being told it as Habakkuk, he remarked, ‘And I suppose 
your first name is Jehovah’, to which the innocent reply was ‘No, it’s Hrothgar’, 
which confirmed the constable’s sense that he was being mocked. So, Hrothgar 
was marched off to the police station, where his attempt to establish his iden-
tity by citing the equally improbably named Munia Postan as his referee sim-
ply prolonged his detention, until straightforward Sir John Clapham could be 
contacted to vouch for him.

The seminal landownership article marked out both a lifelong interest and 
the starting point for a group of followers who have developed the modern 
history of the subject in the same way that followers of Postan developed the 
history of medieval landownership and tenure. In this article, he announced 
the social and economic significance of Orlando Bridgeman’s invention of the 
legal device of trustees to preserve contingent remainders—the essential fea-
ture of what became known as “strict settlements” of landed families’ estates, 
as distinct from the more easily overturned and unreliable instruments that 
family lawyers had been using before the Interregnum to provide for the line 
of possession and succession to estates. The purpose of these new-style trust-
ees, normally created in the dispositions for succession to the family estates 
contained in the deed of settlement made on the marriage of the heir to an 
estate (hence known as “marriage settlements”) or in his will, was to protect 
the rights of succeed of specified children, most probably as yet unborn, or of 
more remote relatives, and thus to prevent the owner for the time being (or 
tenant- for- life) from selling off the family estate, or frustrating these “remain-
ders” through any other action. The relatively rapid adoption of this new form 
of settlement, which by the end of the seventeenth century had become nor-
mal practice in all landed families, Habakkuk argued, was a major factor in 
halting a previous tendency for landed estates to be broken up or subdivided 
through sales and inheritance patterns, and in establishing a new tendency for 
estates to be preserved intact from generation to generation, with younger 
sons and daughters provided for in portions secured as charges on the family 
estate, rather than in mini-estates or parcels of land carved out of father’s 
property. Coupled with the willingness of the courts to uphold the “equity of 
redemption”, which made lenders on mortgage more wary in calling in debts 
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from landowners, these developments in land law, consolidated during the 
Restoration, played a major part in favouring the growth and security of large 
estates. At the same time, the argument ran, the greater landowners were bet-
ter able to cope with the rising taxation of the Marlborough wars, especially 
with the new land tax, than either the country gentry or more especially the 
smaller freehold landowners—what remained of the former English peas-
antry. Hence, the sixty years after 1680 witnessed the rise of the landed aris-
tocracy at the expense of both gentry and peasantry. Thus was sketched a neat 
counterpoint to the coming doctrine of the rise of the gentry as the key fea-
ture of the century 1540–1640, although Tawney’s classic article was not pub-
lished until a year after Habakkuk’s.10

Over the following half century, the Habakkuk thesis of the rise of the great 
estates generated great interest, stimulating ever more rigorous research as 
more and more landowners’ archives became accessible, and sustaining a large 
volume of publications, many of them increasingly controversial. In contrast 
to the sometimes vitriolic controversy over the “rise of the gentry” the debate 
over the “rise of the great landowners” developed rather slowly, and came to 
focus on the nature and effects of marriage settlements. Hrothgar enlarged on 
his views of marriage settlements in his 1949 paper to the Royal Historical 
Society, in which speculation on the effects on the wealth and landholdings of 
the recipients of the portions that brides brought to their marriages, through 
using them to acquire more land (somewhat to the neglect of the contrary 
effects on the fortunes of the brides’ fathers), led to the further thesis that the 
class of greater landowners was in effect ‘raising itself by its own bootstraps’ 
(Habakkuk 1950: 28). Critical comments on his thesis came from C. Clay, 
J.V. Beckett, and Lloyd Bonfield, and with the arrival of feminism and gender 
history debate homed in on marriage settlements and was dominated by nota-
ble exchanges between Lawrence Stone and Eileen Spring.11 Hrothgar took 
on board those findings of fresh research in the archives which he considered 
helpful, and as was his invariable habit paid little attention, at least in print, 
to the more combative and aggressive arguments, with the result that he was 
sometimes thought to be arrogant in not deigning to engage in controversy—
quite the opposite of the truth, for he was by disposition courteous as well as 
diffident. Over the years, Hrothgar modified and altered his views about mar-
riage settlements, and about the rise of the great estates, absorbing some of the 
findings of other scholars, and refining and sharpening his own analysis of 

10 By later standards it was an essay, or sketch, since it contained no footnotes or references. See 
Tawney (1941).
11 The best guides to this literature are in Bonfield (1979, 1986: especially p.  342, fn. 7). See also 
Spring (1993).
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their impact, until in his final statement much of the 1940 thesis was stood 
on its head.12 Constant development of his thinking, rather than reiteration 
of a static position, was another of his strengths.

That is to jump ahead. The Second World War abruptly interrupted many 
careers. Hrothgar had a short spell with the code-breakers in Bletchley, but 
spent most of the war in the Board of Trade. It would indeed have been too 
good to be true if temporary civil servant Habakkuk had been involved with 
the crazy project known as, and misspelt as, Habakkuk. This was to have been 
an alternative to the Mulberry harbours: a floating airstrip 2000  feet long, 
weighing 2.2 million tons, and made of frozen seawater mixed with sawdust. 
It appealed strongly to Lord Mountbatten, but alas, Hrothgar was not the 
controller of sawdust, and the codename was adopted because the Old 
Testament book refers to ‘a work which you will not believe though it be told 
to you’ (see Lampe 1959: 128–162). It is only a little less astonishing to find 
that Hrothgar finished the war drafting briefs on the trade treaty negotiations 
which accompanied the Bretton Woods Conference on post-war international 
currency mechanisms.13 This may well have sharpened his interest in the his-
torical background of the pre-1914 operation of the gold standard and con-
vertible currencies, but apart from that—and the cementing of his friendship 
with Postan (also a wartime civil servant, in the Ministry of Economic 
Warfare)—it is not easy to discern direct influences on his later academic 
career of his wartime experiences.

That is, if one excepts his meeting with Mary Richards, whose own wartime 
experiences, while waiting to go up to Girton, were in working with deprived 
children at the East End settlement, Cambridge House, where in 1944 she 
met Hrothgar who was also living there. It is reported that they first held 
hands on VE Day. Mary then took up her place at Girton, and they did not 
marry until after she graduated, in 1948. This was indeed the decisive event 
in Hrothgar’s personal life, the foundation of a partnership of more than fifty 
years. Mary complemented Hrothgar: she came from the other side of the 
Bristol Channel; her upbringing was in an Anglo-Catholic family (her father 
was a priest, and she went to a convent school) and she remained an active 
Anglican; and although he wrote about technology, Hrothgar never moved 
beyond writing with pen and ink, with numerous additions and amendments 
pinned and paper-clipped to his manuscripts, while Mary was fluent on a 
typewriter, and later taught herself word-processing on a computer. So, she 
became Hrothgar’s essential support, not only in their family life bringing up 

12 See below pp. 434–436.
13 Video interview of Habakkuk by Harte.
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four children, but also in his professional life. Her assistance when he was edi-
tor of the Economic History Review was especially valuable, since his spelling 
was pretty unreliable. She was an excellent hostess when he was Principal of 
Jesus, and Vice-Chancellor, ‘a great believer in breaking up little groups at 
parties; though not everyone responded with equal enthusiasm to her cheerful 
invitation to “come across the room and meet the mathematicians”’.14 In his 
retirement, it was Mary who urged him on to finish his great book on land-
owners, and who typed, revised, and indexed it. He was bereft when she 
died—mercifully, that was only a few months before his own death.

While Mary went to Girton, Hrothgar returned to Pembroke College, as 
Director of Studies in History and University Lecturer in Economics, his lec-
tures on British economic history being directed at both economists and his-
torians. He shared with Postan a special subject on the British economy, 
1886–1938, a virtually contemporary subject well-suited to the home of 
Marshallian and Keynesian economics and a reminder that Hrothgar, as well 
as Postan, had no narrow chronological limits to his interests. His collabora-
tion with Postan was close: in 1946 he became assistant editor of the Economic 
History Review, Postan having been sole editor since 1934, and in 1950 began 
a ten-year period as joint editor with Postan, inaugurating the continuing 
Review practice of joint editorship. This intensely active post-war period in 
Cambridge, which left precious little time for his own writing, saw his reputa-
tion advance to the point where his election to the Chichele Chair of Economic 
History at Oxford, in 1950, was an obvious choice, even though his publica-
tion record then stood at no more than three articles. Thereafter, although 
retaining certain Cambridge features in his work, he became devoted to 
Oxford, with the passionate loyalty of an adopted son.

He spent seventeen highly productive years in the Chichele Chair, regularly 
publishing an article a year while vigorously developing economic history at 
Oxford, especially through his graduate seminar; previously the subject had 
been left to London, Cambridge, Birmingham, Manchester, and Glasgow. He 
introduced the practice of having a full minute of each seminar paper and 
discussion, and as his first graduate student and seminar secretary I found this 
exercise an invaluable way of getting to grips with the take-off into self- 
sustained growth, trade cycle theory, Kondratiev cycles, and other mysteries. 
He continued to build his reputation in the Postan manner, through a string 
of articles, rather than through writing the large books favoured by his initial 
supervisor, Clapham; but it was the publication of his first book, in 1962, 
American and British Technology in the Nineteenth Century, which not only 

14 Thomas Memorial Address: 6.
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consolidated his position as one of the leading figures on the international 
stage (alongside Postan he had been involved in the creation of the International 
Economic History Association in 1959), but also created a whole school of 
(mainly) American economic historians, who have paralleled in their vigour 
and significance the school of (mainly) British historians of landownership 
which grew out of his 1940 article. A posthumous article by Rothbarth in 
1946 had initiated the academic discussion of the effects of labour scarcity on 
the American economy, but it was Habakkuk’s book which launched this 
American cottage industry, and which drew upon economic theories dealing 
with the choice of techniques (see Rothbarth 1946; Habakkuk 1962a). This 
book was the fruit of lectures given in visits to Harvard, Columbia, and 
Berkeley, in which he speculated on the links between factor endowments and 
the frequently contrasting prevailing technologies in the two economies. It 
remains the most brilliant example of Hrothgar’s historiographical methodol-
ogy, the “marriage of history and theory” expressed in the elegant prose of a 
master of the logical deduction of theoretical explanations from concrete 
empirical observations. The starting point was the observations of British visi-
tors to the United States in the 1850s that in specific industries, woodworking 
and small arms manufacture, the Americans were commonly using more 
advanced and more automatic machinery than their British counterparts. The 
general explanation Hrothgar offered was in terms of labour scarcity, specifi-
cally the comparative scarcity and high cost of unskilled labour in America 
attributable largely to the abundance of “free” land which attracted labour 
into farming; alongside this he argued for a secondary scarcity of capital to 
account for the “flimsy” and short-life nature of much American machinery 
and infrastructure (particularly noticeable in railway equipment) in compari-
son with British emphasis on solid and immensely durable machines. He 
toyed with cultural explanations, that something about American society pro-
duced more innovative and adventurous entrepreneurs than did Britain, only 
to reject them in favour of structural economic differences. This book con-
firmed his distinction as an economic historian of international importance, 
and was swiftly followed by his election as a Fellow of the British Academy in 
1965 and as a Foreign Member of both the American Academy of Arts and 
Sciences and the American Philosophical Society.

Hrothgar did not make any further contributions to this technology debate 
and its close connections with the mechanics of the operation of the 
nineteenth- century Atlantic economy, beyond a 1962 article on the some-
what fortuitous complementarity of building cycles in Britain and America 
(Habakkuk 1962b). The large body of literature generated by the technology 
book was analysed by Peter Temin in the Festschrift for Hrothgar’s seventieth 
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birthday, paying generous tribute to him for having ‘transformed the concept 
of labour scarcity…into a serious research topic’ (Temin 1994: 257). It was 
Peter Temin, however, who—no doubt quite unintentionally—had scared 
Hrothgar away from having anything more to do with the subject. Already 
faintly alarmed by the rise of cliometrics, Temin’s 1966 article “Labor Scarcity 
and the Problem of American Industrial Efficiency in the 1850s”, which con-
tained a formal theoretical presentation of Habakkuk’s argument and a highly 
algebraic appendix that mounted a mathematical proof of inconsistencies and 
paradoxes in the Habakkuk treatment of labour scarcity, convinced Hrothgar 
that the practice of economic history, at least in the United States, had moved 
beyond his intellectual reach. Reflecting in old age, he claimed that the invita-
tion in 1968 to become Principal of Jesus College came in the nick of time to 
prevent a serious collapse in his self-confidence as an economic historian; at 
the time it would have seemed more like a welcome change from the some-
times rather uncongenial life of All Souls.

He had, after all, other irons in the fire besides his interest in theories to 
explain the choice of technologies. Landownership, in England and in com-
parison with European countries with different property systems, had remained 
a strong interest in many of the articles he wrote while Chichele Professor. 
These ranged from the market in monastic lands in the sixteenth century 
through to the land market in the late eighteenth century, passing on the way 
the impact of the Civil War, Interregnum, and Restoration on landed estates, 
and developing theories about changing relationships between the rate of inter-
est and the price of land which came to occupy a prime place in his thinking 
alongside the marriage settlements.15 He was also developing a third main 
interest in historical demography and the relationships between population 
movements and economic growth (and decline). It would be an exaggeration 
to claim that he founded a third group of disciples for historical demography 
had many other influential contemporary leaders. But his 1953 article “English 
Population in the Eighteenth Century” (Habakkuk 1953) was as stimulating 
and path-breaking as his dramatic entries into the other two fields. When it 
was reprinted in 1965, the editors of the volume commented:

It may be said to have marked the revival…of interest in the unsolved questions 
concerning population growth in the eighteenth century, and it influenced sub-
sequent work by raising the possibility that this growth might after all have been 
due to changes in fertility to a much greater extent than had previously been 
thought possible (Glass and Eversley 1965: 269).

15 There is a complete bibliography of his works in Thompson (1994: xi–xiii).
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In 1953, the received view was that population growth in the second half 
of the eighteenth century was caused by a falling death rate brought about by 
medical and public health improvements. The notion that eighteenth-century 
medical improvements were considerable enough to have reduced mortality 
had been recently demolished, but a declining death rate resulting from 
improving living conditions and nutrition remained the favoured explana-
tion. Habakkuk did not produce any new demographic evidence, but simply 
by reasoning power and logic, advanced arguments for supposing that a rising 
birth rate, consequent on a fall in the age at marriage or more likely a decline 
in the proportion of women who never married, could have been the main-
spring of population growth. What mattered to him as an economic historian 
was whether economic developments produced population changes, or vice 
versa, and he satisfied himself that something like the run of abundant har-
vests, and cheap bread, of the 1730s and 1740s could well have produced 
earlier marriages and increased fertility.

He sharpened this argument in his 1958 article on “The Economic History 
of Modern Britain” (Habakkuk 1958) in which changes in fertility and nup-
tiality figured as the key mechanisms of population growth and in some cir-
cumstances the triggers of economic change while in others possibly its main 
consequences, and this thesis was developed to cover alternating and contrast-
ing demographic trends over several centuries in Arthur Pool Memorial 
Lectures he gave in Leicester University in 1968.16 Demographers, however, 
were sceptical of inference and hypotheses unsupported by new hard evi-
dence, and generally remained attached to death rate explanations. Even those 
disposed to look at changes in fertility as the chief agent of change were doubt-
ful about some of his unsupported speculations on their origins in rational 
calculations by parents about the eventual size of surviving families in the 
light of their supposed knowledge of infant mortality. As the most expert of 
the book’s reviewers commented: ‘In a field of study where new knowledge 
and new means of testing old hypotheses are both growing apace, it may 
prove to wear less well than some of Mr Habakkuk’s earlier and excellent dis-
cussions of demographic, economic, and social structural history’ (Wrigley 
1973: 728). Nevertheless, when the new evidence eventually arrived, from a 
vast exercise in cooperative research in parish registers, family reconstitution, 
and back projection, it was Hrothgar’s birth rate thesis which was broadly 
confirmed, albeit with modifications and refinements of both the chronology 
and the causal chain which he had originally proposed (see Wrigley and 
Schofield 1981).

16 The Arthur Pool Memorial Lectures were published as Habakkuk (1971).
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By 1981 he had long moved on from both technology and demography, 
increasingly occupied with university administration and politics from his 
position as Principal of Jesus. At All Souls he had been rather out of sympathy 
with the lack of academic seriousness of some of his colleagues, and frankly 
dismayed by the decision that the pioneer historian of the making of the 
English landscape, W.G. Hoskins, had been deemed not good enough to 
become a fellow. Since his early days in Oxford, Hrothgar had been in demand 
for public service, serving on the Grigg Committee on Departmental 
(Whitehall) Records, 1952–1954, the Advisory Council on Public Records, 
1958–1970, and then on the Social Science Research Council, 1967–1971, 
and the National Libraries Committee, 1968–1969. This committee work 
with colleagues from other disciplines and different professions proved to be 
an excellent preparation for becoming an energetic and successful head of 
house, a position he regarded as ‘the height of human felicity’.17 If he had 
previously rather moved away from his Welsh origins, he rediscovered and 
acknowledged them from the Jesus perspective, at once recognising in the 
portrait of the Founder, Hugh Price, a reminder of the elderly Vale of 
Glamorgan farmers he had known as a boy. To coincide with his translation, 
he published an article in the Welsh History Review (see Habakkuk 1967).18 In 
1975, he became Principal of University College, Swansea. He would have 
ranked his greatest achievement as Principal the acceptance of the “Jesus 
scheme” in the early 1970s, under which five men’s colleges were allowed to 
admit women undergraduates on a trial basis; this turned out to be a decisive 
move in Oxford’s painfully slow recognition of women’s education so that 
within a generation only one single-sex college was left in Oxford, that being 
a women’s college. From a purely college standpoint, Hrothgar’s cultivation of 
good relations with old members, crowned with the Edwin Stevens benefac-
tion which enabled Jesus to house all its students for all of their three years in 
residence, would be his most memorable legacy.

Sometimes rather intimidating to undergraduates whom he would engage 
in intellectually taxing conversation at parties (where Mary would provide 
welcoming and less demanding small talk), Hrothgar was so clearly tolerant, 
liberal, and fair-minded that the student eruptions of 1968 caused him very 
little trouble. He took in his stride the attendance of a goldfish at Governing 
Body meetings, it being the solemnly elected President of the Junior Common 
Room, but was understandably exasperated when an ex-public schoolboy 

17 Thomas Memorial Address: 12.
18 Habakkuk explained that he chose to examine the acquisitions of a group of Welsh soldiers because one 
of the history masters at Barry County School, David Williams, had endowed the Civil War period with 
a special interest which he [Habakkuk] never lost.
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made the absurd claim that the College’s charges were forcing him to live at 
“subsistence level”, a state which Hrothgar had seen at first hand both in the 
breadlines of South Wales in the 1930s and in India in the 1960s. In 1973, he 
became the first Vice-Chancellor of Oxford from Jesus College for 275 years, 
and one of the early holders of the four-year term of office that had recently 
been introduced as one of the reforms recommended by the Franks 
Commission (1966). ‘As Vice-Chancellor’, it was remarked, ‘he had the great 
advantage of usually being the most intelligent person in the room, as well as 
the one who had most closely studied the papers’.19 Little wonder then that as 
a committed and skilful exponent of academic democracy he persuaded the 
endless committees of university governance to reach sensible, liberal, deci-
sions on the issues of his time: a student sit-in at the Examinations Schools; a 
tied vote over a proposed honorary degree for Bhutto of Pakistan; above all, 
the beginnings of the slide in university funding which came as a shock after 
the post-Robbins (1968) euphoria. He was equally enchanted with the cere-
monial dimension of vice-cancellarial life, developing into a much sought- 
after speaker with a fund of good stories from Barry and Cambridge days, and 
apparently relishing the experience of official limelight: ‘We have quantities of 
photos’, Mary wrote, ‘of topping out a building in construction (Hrothgar’s 
faced contorted with passionate eloquence), or robed for some ultra-dignified 
occasion’.20

Unlike many of his successors he actively enjoyed being Vice-Chancellor. 
As he neared the end of his term, the Senior Proctor commented that ‘when 
we took over, we expected to find a tired man, haggard, in the autumn of his 
office. We were left wondering if this was autumn, what on earth spring could 
have been like’.21 ‘Spring’, as an interview in The Times Higher Education 
Supplement recorded in 1974, had seen him confessing to finding the admin-
istrative duties as Vice-Chancellor ‘rather fun’, even regarding the need for 
cheeseparing after the recent cuts in government funding ‘almost with relish’.22 
There were moments, though, when the ‘fun’ was of the adrenalin-coursing, 
confrontational variety. There was once a demonstration in the Broad chant-
ing ‘Habakkuk out, Habakkuk out!’ and with 500 booing students outside 
the Clarendon Building he and the University Registrar stood grasping their 
umbrellas ready to do battle. When the students invaded the Indian Institute, 
the Vice-Chancellor and Registrar with a posse went to Hertford College, got 

19 Thomas Memorial Address: 11.
20 Mary Habakkuk to Thompson, 2 May 1993. He told some of these stories in the video interview 
with Harte.
21 Quoted in Thomas Memorial Address: 12.
22 The Times Higher Education Supplement (THES), 7 June 1974: 7.
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ladders, and climbed into the upper floor of the Institute, charging downstairs 
and evicting the invaders. Prudently, the Vice-Chancellor had been restrained 
from climbing the ladder; he insisted in the face of noisy demonstrations that 
nineteen students who had been identified among the invading force should 
be brought before the Proctors and be sent down for a year. Thus, was order 
restored.23

Energetic, resourceful, companionable, with a spring in his step that belied 
his sixty years, widely respected for the cogency and vigour of his defence of 
the idea of a “liberal university”, in 1976, he was elected as the first Oxford 
Chairman of the Committee of Vice-Chancellors and Principals (later to 
rename itself Universities UK). He articulated for a wide audience his pas-
sionate, radical, and closely reasoned attachment to the independence of the 
institutions which embodied and protected the freedom of the world of learn-
ing, scholarship, research, and teaching, most notably in his great speech to 
the meeting of the International Association of Universities in Moscow in 
August 1975. He warned the 900 delegates from eighty-six countries that the 
role of universities as centres for the “unfettered exchange of ideas” was under 
increasing threat from the interference of governments using their control of 
the purse strings, with the increasing demands that universities should con-
centrate on activities relevant to national needs meaning that society could 
easily lose sight of the unique function of universities as centres of learning 
and free inquiry. He foresaw that the university population would continue to 
expand in the next twenty-five years, perhaps at a slower pace than before, 
until something approaching half of the age group were receiving a university 
education, many no doubt on courses less specialised than traditional hon-
ours degrees. He concluded that if, through this expansion,

the university is compelled to conform to the views which happen to be fashion-
able or dominant at the moment, if it is induced to direct too many of its 
resources to meeting the immediate needs of society as these are interpreted by 
the State at a particular point of time—then we shall find that the ability of the 
university to perform its central function has been impaired, and its capacity to 
produce creative and original work weakened.24

Hrothgar received a knighthood in the 1976 New Year’s Honours, and 
chose to be known as “Sir John”. Americans, in particular, who had difficulty 
in coming to terms with either the spelling or the pronunciation of Hrothgar, 

23 Video interview with Lady Habakkuk by Pat Thane, 7 March 1997, archive at Girton College, 
Cambridge.
24 THES, 22 August 1975: 1.
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had for some time been in favour of the manageable “John”. When he retired 
as Vice-Chancellor in 1977 (in the event he returned temporarily for a few 
months in 1978), it was reported that ‘Sir John’s final view from the top is 
gloomy’ because of the squeeze on university finances and the implication 
that the government did not expect or want student numbers to grow.25 
Personally and as a historian he was far from gloomy. When he became Vice- 
Chancellor, he thought ‘the trouble is that my subject is going econometric. 
By the time I finish being Vice-Chancellor it will be completely beyond me’.26 
He had been working on the recent history of the steel industry but he was 
never satisfied with this and it remained an unpublished manuscript when he 
died. In 1977, keen to resume activity as a scholar, it is true that he kept well 
clear of econometrics. Instead he returned directly to his academic starting 
point, English landownership; he became President of the Royal Historical 
Society, and in November 1977 delivered his first Presidential Address, “The 
Land Settlement and the Restoration of Charles II” (Habakkuk 1978). 
Remarkably, while the paper must have been written while he was still a full- 
time Vice-Chancellor, it dealt with an entirely fresh aspect of a subject on 
which he had published in the 1960s. The detailed exposition of the steps by 
which Charles and Hyde avoided any commitment to confirm the purchasers 
of confiscated crown, bishops’, capitular, and delinquent lands, and manoeu-
vred the resumption of most lands without compensation, except for purchas-
ers of incomes in possession on church lands, however, did not greatly modify 
the accepted view of the Restoration land settlement. The three succeeding 
Presidential Addresses (1978–1980) were devoted to “The Rise and Fall of 
English Landed Families, 1600–1800”. In the main these were reworkings of 
some of his earlier contributions, in no clear sequence: (1) dealt with heiresses 
and the rise of large estates; (2) with private estate acts and sales by indebted 
landowners; and (3) returned to the sale of monastic lands, and the develop-
ment of a market in land in the early seventeenth century. However, they did 
contain the delightful quotation:

Helmsley, once proud Buckingham’s delight
Fell to a scrivener and a City knight.

The scrivener was the banker Charles Duncombe, typical new man of the 
1690s, ancestor of the earls of Feversham, and the estate became Duncombe 
Park (see Habakkuk 1980: 216).

25 THES, 30 September 1977: 31.
26 THES, 7 June 1974: 7.
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In his final three years at Jesus, he was also kept busy as Chairman of the 
Oxfordshire Health Authority, and then having retired as Principal of Jesus in 
1984 Hrothgar, back at All Souls, gave the Ford Lectures the following year. 
Spurred on and assisted by Mary, these, much expanded and revised, were 
published in 1994 as Marriage, Debt, and the Estates System: English 
Landownership, 1650–1950. This great work of nearly 700 pages of text and 
more than 50 pages of endnotes is not so much a distillation of a lifetime’s 
reflections on large questions concerning the social and economic dimensions 
of the history of England’s long dominant landed class, as a cornucopia of a 
lifetime’s accumulation of facts, quarried from an enormous range of archival 
and printed sources, about the marriages, debts, purchases, and sales of the 
landed aristocracy. It has to be said that this magnum opus attracted a mixed 
reception.27 Reviewers were impressed by the extraordinary wealth of the 
material Hrothgar had collected over the years, by the clarity of his exposition 
of the inner workings of the English landed family and his mastery of the 
technicalities of the legal arrangements these involved, and by his readiness to 
revise some of his own earlier arguments. Thus it no longer seemed that the 
landed aristocracy was “raising itself by its own bootstraps”, but rather that 
the operation of marriages and inheritances was constantly recirculating lands 
that were already within the “estates system”, with families taking it in turns 
as it were from generation to generation to be gainers or losers, and from time 
to time estates passing out of the hands of great landowners and swelling the 
ranks of landed gentry through purchases by new men. While some welcomed 
the book as the definitive account of strict settlements, their functioning in 
preserving the “estates system”, and the significance of that system (of gentry 
and magnate estates) for agriculture and much of industry and urban develop-
ment, others were disappointed and even sharply critical. The criticisms were 
directed chiefly at the methodology of piling instance upon instance and 
largely leaving them to speak for themselves, and at the supposed superior air 
of being above the fray conveyed by Hrothgar’s aversion from direct engage-
ment with the debates and controversies—sometimes vociferous—which had 
been largely generated by his own work.

The book is densely packed, by no means a straightforward or easy read 
even for those well-acquainted with the field, and it requires close attention. 
That reveals that Hrothgar had taken on board all the modifications and alter-
ations to his initial positions that he regarded as reasonable, and as for those 
arguments with which he disagreed—for example, on the scale and conse-
quences of aristocratic indebtedness, on the openness of the elite, on the rise 

27 Major reviews were by Beckett (1996), Spring (1995), Bonfield (1996) and English (1996).
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of affective marriage or on the treatment of the womenfolk of landed fami-
lies—he simply allowed them to be flattened by implication through the mas-
sive weight of the evidence he presented. He demonstrated, for instance, with 
the chapter and verse of specific cases in which actual numbers were recorded 
in the deeds, that in eighteenth-century settlements it was normal for a wid-
ow’s jointure (income for life) to equal about one-quarter of her husband’s 
total income (as well as being 10% of the portion she brought on her mar-
riage). This, he argued with some plausibility, was a reasonable substitute for 
a widow’s common law right to dower of one-third of a husband’s income, 
since enforcing dower and collecting it in rents had always involved legal and 
administrative costs, and a degree of uncertainty. He did not present this in 
the context of an academic debate not because he regarded himself as above 
the fray, but because he did not subscribe to the fashion for combative and 
aggressive scholarship. In his own modest words, ‘I have not striven to iden-
tify the points on which my conclusions differ from those of other scholars’ 
(Habakkuk 1994: vii).

The reservations about the methodology of the book were more serious. He 
had certainly moved a long way from the days when the “marriage of history 
and theory” had been the touchstone of his research. There is precious little 
theory in this book, except for lawyers’ theory on the interpretation and 
impact of legal instruments. Indeed, with its evidence drawn from deeds, 
settlements, private acts and genealogies, rather than from letters, journals, 
diaries or estate accounts, it is in a sense more of a lawyer’s book than a social 
or economic historian’s book, and the material is often described in the law-
yer’s language of a particular case illustrating a general point. It is also true 
that Hrothgar’s pronounced distrust of econometrics and quantification 
meant that he declined to do any counting and produced no tables or graphs 
so that the evidence is presented in a literary rather than a statistical frame-
work. What had happened was that in the historian’s continual tension 
between being a “lumper” or a “splitter” the accumulation of evidence had 
pushed Hrothgar more and more into the splitters’ camp. What the evidence 
indicated was the great diversity of the experiences, and the behaviour, of 
landed families in their marriages, their children, heirs, and heiresses, their 
debts, their extravagances and economies, their purchases and sales of lands, 
and their good or bad luck. The ‘diversity of experience’, he had come to feel, 
‘makes the identification of representative behaviour and of dominant trends 
particularly difficult’. Despite the literally thousands of examples he had 
assembled, Hrothgar modestly concluded:
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I do not, however, know enough about a sufficiently large number of families to 
specify the basis on which a…representative sample should be selected. I have 
therefore proceeded by example, As I am well aware, examples, even if tire-
somely numerous, are not proof. And the method is particularly dangerous 
when, as in the case of the landed elite, behaviour was so diverse that it is pos-
sible to find an instance to illustrate the most implausible generalisation. All I 
can hope is that this work will make it easier to test hypotheses in a more sys-
tematic fashion (ibid.: x).

The result was a triumphant demonstration of the strengths of a perhaps 
somewhat old-fashioned historical empiricism, worthy of his original supervi-
sor, Clapham, and provided future researchers with a vast body of data and, 
though buried in the fifty pages of endnotes, a quite extraordinary guide to 
the sources, and the literature, of the history of landownership. Moreover, 
some trends were established. There was change over time, essentially the 
result of demographic changes which saw a reduction in the infant mortality 
of the landed classes from the mid-eighteenth century, and a significant 
increase in life expectancy from the early nineteenth century, which together 
produced trends towards fewer failures of male heirs, more surviving daugh-
ters and younger sons, and longer delayed succession by eldest sons, all of 
which in turn had serious implications for the amount of family support, and 
hence debt, which an estate had to carry. Change as a result of major altera-
tions in strict settlements did not come until the 1882 Settled Land Act—
which Hrothgar somewhat cavalierly described as a conservative, technical, 
measure of land law reform unconnected with the contemporary liberal and 
radical attacks on the “land monopoly”—an Act which brought ‘to an end the 
effectiveness of the strict settlement as a device to fuse a particular family into 
a particular estate, which had been its primary function since the seventeenth 
century’ (ibid.: 646). The unchallengeable powers of sale conferred on tenants- 
for- life by this Act were used over the following decades to bend before the 
pressures of agricultural depression, death duties, and war, and the final chap-
ter of the book is devoted to the decline of the landed interest from the 1880s 
to 1950. Circumspect to the end Hrothgar declined to accept the more 
extreme versions of the disappearance of landed estates, and concluded that 
‘the greater part of English agricultural land is still held in the form of units 
which are still recognizably estates’. He had explained “La Disparition du 
Paysan Anglaise” in 1965 (Habakkuk 1965); fittingly the final sentence of the 
great book is simply ‘There is no English peasantry’ (Habakkuk 1994: 704).

This was his last published work, though he continued to relish conversa-
tions about the long-term rate of interest and claimed merely to be waiting, 
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with some impatience, for medievalists to supply him with rather more evi-
dence for ruling rates of interest in the early middle ages than a single observa-
tion of the rate at which Simon de Montfort’s forfeited lands were valued in 
1265, before he could complete a monograph on the subject. He greatly 
enjoyed his years as a Distinguished Fellow of All Souls in the 1980s and 
1990s, carrying on working in libraries well after the big book had been fin-
ished, keeping up with seminars where his interventions were as crisp and 
sharp as ever, and above all relishing conversations and gossip (never mali-
cious) with friends, colleagues, and visitors. His relaxations remained what 
they had been in his prime a long walk every Sunday, often on Port Meadow, 
and reading Victorian novels and poetry.28 In the final years his brisk, jaunty, 
step was stilled, but the quizzical look from under the bushy eyebrows and the 
wonderful voice of reason never left him. He moved to Somerset to be with 
his daughter Alison and to be near Mary, who had to go into a nursing home. 
He was bereft when she died in August, and barely three months later he 
himself died, on 3 November 2002. He was perhaps the last of the generation 
of historians who began to make their mark before the Second World War, 
one who rose to the summit of his profession through the exciting and inno-
vative quality of his scholarship in three separate areas of historical enquiry, 
and who was a notable guardian of the institutions of the “liberal university” 
through his unruffled reasonableness. A Memorial Service was held in the 
University Church of St Mary the Virgin, Oxford, on 8 February 2003.
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19
David Worswick (1916–2001)

Rosalind Seneca

1  Introduction

My father, David Worswick,1 was born on 18 August 1916  in Chiswick, 
London. His father, Thomas Worswick, was the son of a mining family in 
Ashton-in-Makerfield, Lancashire, who worked his way to Liverpool 
University, earning a BSc and an MSc. After distinguished war service, he 
became Director of Education at the London Regent Street Polytechnic where 
he devoted himself to the education and advancement of working-class stu-
dents, a mission which David carried on. David’s mother, Evelyn, née Green, 
studied History and English at Manchester University. Thomas and Evelyn 
had three sons and a daughter; David was the second son.

I would like to thank my sister, Eleanor Stanier, for materials and memories about David and also my 
brother, Richard Worswick, for a treasure trove of materials. I am also very grateful to Geoffrey Harcourt, 
my former supervisor at Cambridge in 1965–1966, who proposed my name for this project and gave me 
some enlightening comments and thoughts on the first draft. Finally, my husband, Joseph Seneca, 
organised and edited the entire manuscript for which I give him hearty thanks.

1 His given names were George David Norman and his professional signature was G.D.N. Worswick.
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As a boy, David attended the preparatory school, Colet Court (now St 
Paul’s Juniors), and received a typical classical education of the time, includ-
ing a large dose of Latin and Greek. He excelled in all his subjects, but was 
particularly gifted in mathematics. By the time he was twelve, he was pro-
moted to the same class as his clever brother, Tom, who was two-and-a-half 
years older.

From Colet Court, David went on to attend St Paul’s School, where also he 
excelled, until tragedy struck the family in the form of the sudden death of his 
father from meningitis in 1932. David was just fifteen. The awful blow was 
compounded by the embezzlement of his father’s inheritance by a trusted 
friend, leaving the family in straightened circumstances. David’s time at St 
Paul’s was cut short. Nonetheless, with his mother’s encouragement, he made 
his way via an Open Scholarship in Mathematics to New College, Oxford.2 
Subsequent scholarship funds made it possible for David to complete his 
degree in Mathematics with First Class Honours in 1937.

The early and sudden death of his father was one in a series of tragedies that 
David suffered in the following years. His younger brother, Dick, an RAF 
pilot in the Second World War, was lost over the North Sea in 1942. In 1948, 
David and his wife, Sylvia, lost their fourth child, Thomas Nigel, at birth. 
David had married Sylvia Walsh in 1940 and she became his lifelong support. 
They had three children, Eleanor Mary, Rosalind Sylvia and Richard David 
before Thomas.

Then in his early thirties, David began to go deaf and was diagnosed with 
otosclerosis, a disease of the middle ear. He had inherited the disease from his 
mother who was also deaf. This blow affected him throughout his life as he 
became deafer as he grew older. He was completely uncomplaining and open 
about it. In professional meetings, he would unclip the microphone of his 
hearing aid from his shirt pocket and place it on the table in the middle so he 
could hear comments from all sides. But it was a sore affliction, especially 
since he was a great lover of music and lost his capacity to hear it well in 
later life.

2  Starting Out

After completing his undergraduate degree, he faced the question of what to 
do next. As a gifted mathematician, David could have pursued his study in 
mathematics further. But he was deeply affected by the general 

2 See Artis (2003: 515).
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unemployment and resulting dire poverty that afflicted the country during 
the Great Depression. Government policy of the time was ineffective. So, 
since further funding was available at Oxford, he enrolled for a Diploma in 
Economics and Political Science.

An influential tutor was Henry Phelps Brown with whom he later formed 
a lifelong friendship. Phelps Brown recognised the importance of assembling 
and analysing economic statistics before such information was routinely avail-
able and attempted to formulate such mathematical economic constructs as 
general equilibrium theory for non-mathematical students, albeit with vary-
ing success. He had, however, much in common with David’s interests in 
both the economics of unemployment and mathematics. David earned his 
diploma with distinction.

With the outbreak of war, David applied for active military service but was 
rejected. He was then approached by Roy Harrod to take a position in the 
Oxford University Institute of Statistics (much later renamed the Oxford 
University Institute of Economics and Statistics) which had been founded to 
promote the use of statistics in social studies. This became an exciting place to 
work as a group of distinguished European economists, fleeing the Nazis, 
found their way to Oxford and were employed at the Institute. They were 
Fritz Burchardt, Ernst Schumacher, Thomas Balogh, Ludwig Lachmann, 
Kurt Mandelbaum and Michał Kalecki, whose theories about the causes of 
unemployment paralleled those of Keynes and were a great influence on 
David’s thought.

To gain a sense of perspective about the importance of the “unemployment 
problem” to so many economists from the 1930s, it is worth looking back to 
1929 when the stock market crashed on Wall Street. There followed an eco-
nomic collapse in the US which immediately spread to the UK and around 
the world. The Great Depression lasted until the outbreak of the Second 
World War. In the UK, the unemployment rate reached 22% at its peak, 
although it rose as high as 75% in some parts of Northern England. There was 
dire poverty, malnutrition and illness among many groups.

It was in this world that David lived, first as a schoolboy and then as a stu-
dent of economics. In this decade, Keynes and Kalecki independently devel-
oped similar theories that provided answers to the problem of unemployment 
for government policy. Their solution—to increase government spending—
was almost immediately proved correct. Unemployment in England virtually 
disappeared by falling to 0.5% when the government ramped up to the fullest 
its expenditure on armaments. After the war, as government spending began 
to fall, the question arose of whether full employment could be sustained.
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The concept of unemployment was itself complicated. Keynes, Kalecki and 
others focused on “involuntary unemployment” as the correct measure for the 
health of the economy and as the impetus for government policy. The invol-
untarily unemployed are those who are willing to work ‘under existing condi-
tions—wage rates, conditions of work and so on’ (Harcourt 2012: 1) but 
cannot find a job. On its face, this would seem clear enough, but the defini-
tion immediately raises moral, statistical and policy questions. First, what 
groups does “willing to work” include?3 If many unemployed have no work by 
choice then it can be argued that the social responsibility of society need not 
include them or be a trigger for government policy. This measure of unem-
ployment would be relatively low.

Economic power is at issue here. In an extreme economic downturn, such 
as during the 1930s, all sections of society will gain from a government policy 
of full employment; workers will have jobs, business people (capitalists) will 
have higher profits, and there will be less social unrest. Also, if government 
policy increases public expenditure, as during the war, output will be increased. 
However, under less extreme national circumstances, as in the decades follow-
ing the war, the issue will arise whether government expenditure will be main-
tained at previous levels when higher wages for workers may mean lower 
profits for capitalists. Also, in a country not at war, but with full employment, 
inflation is likely to become a problem. So there would be a public policy 
choice about how to balance inflation and unemployment. Tinbergen’s insight 
was that you need one policy tool for each objective. Thus to maintain two 
economic goals, you need two policy tools. David’s answer was that aggregate 
demand management could keep the economy at full employment and 
incomes policy could keep inflation under control (see Section 8 below).

David became a socialist during his time in Oxford. He joined the Labour 
Party during the war and helped set up the Oxford branch of the Fabian 
Society,4 and for the rest of his life worked to understand and prevent invol-
untary unemployment. In the 1930s, Keynesian theories had mapped out the 
course for the government to maintain full employment during peacetime. 
Towards the end of the war, there was great optimism that economic depres-
sion was a thing of the past. In 1944, the BBC boldly broadcast—in a peak 
listening period on eight evenings over the space of a fortnight—a discussion 
on full employment. The programme was called “Jobs for All”. David was in 

3 See Worswick (1976: 14).
4 The Fabian Society is a British socialist organisation. It advocates democratic socialism through gradual-
ist and reformist effort in democracies rather than by revolution. It was founded in 1884 and had an 
important influence on the Labour Party which grew from it.
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the chair.5 Each participant, from a wide variety of occupations, began by 
describing his or her background and personal experience, ranging from 
Donald Carson, ‘a joiner by trade’, Mary Lewis, ‘a quarry man’s wife’, to the 
academic economist Maurice Dobb, a German, an American, manufacturers, 
industrialists, up to Sir William Beveridge himself. The discussion was wide-
ranging. For example, Carson said, ‘Well, there’s just one thing I would like 
to ask—has the speaker been out of a job himself?’ David replied, ‘No, I have 
to admit I haven’t’. ‘I thought not!’ was Carson’s rejoinder. On occasion, the 
discussion became so heated that David had to call for order by striking a 
hammer on the table. The interest aroused among listeners was great and the 
broadcasts were published in a small book entitled “Jobs for All”, with the 
royalties being given to the BBC’s The Week’s Good Cause.

At the Institute of Statistics, David published a series of papers about the 
war economy and he and his colleagues also considered the meaning of 
Keynesian theories for the post-war economy. The resulting book, The 
Economics of Full Employment (Burchardt et al. 1944), provided ‘a statement 
of remarkable clarity and verve, which had no immediate real rivals for its 
combination of analytical insight and practical application’ (Artis 2003: 516).

David’s paper in this book entitled “Stability and Flexibility of Full 
Employment” introduced the idea of a wages policy, which later became more 
generally “incomes policy”, to control the price level of a full employment 
economy, and showed him to be a true Keynesian macroeconomist. However, 
he was not beyond a foray into microeconomics when he published the solu-
tion to the consumer’s optimisation problem with points rationing as well as 
income as constraints (see Worswick 1944).

3  Teaching and Academic Life: Introduction

In 1945, after the war had ended, David took a position, first as Lecturer and 
then immediately afterwards as Fellow in Economics at Magdalen College, 
Oxford. He became part of a distinguished group of fellows, which included 
Kenneth Tite in politics and Thomas Dewar (“Harry”) Weldon in philosophy, 
who were to be joined by Frank Burchardt, who was, as noted, at the Institute 
of Statistics. They taught in the interdisciplinary field of Politics, Philosophy 
and Economics (PPE), introduced in 1920 because of the belief that, at the 
undergraduate level, none of these fields should be studied without reference 
to the others. Thus, for example, theories of reducing unemployment could 

5 See Sylvia Worswick’s obituary of David (2001).
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not be truly understood without reference to concepts of social justice. The 
ideas of the Utilitarians in philosophy influenced the development of con-
sumer choice theory in economics. Also, as David was later to encounter, the 
politics behind the making of economic policy was influential in how eagerly 
the full employment goal was pursued by different members of the govern-
ment. Students would study all three topics in their first year and could then 
reduce their topics to two for the last two years. The PPE degree at Oxford has 
become increasingly popular and the number of politicians, statesmen and 
journalists with PPE degrees from Oxford is remarkable.

In 1949, in the Oxford University Congregation, David put forward a pro-
posal to postpone all University salary increases (with a few exceptions) for 
two years until 1951. The reason for this action of admitted self-denial was 
that it would be a ‘noble and generous gesture’ (Worswick quoted in Oxford 
Mail 1949: 2) to mirror the county’s wage freeze in other sectors, that is, to 
support income’s policy (see below, Section 8). The measure failed amid furi-
ous opposition, Sir Hugh Henderson stating that it ‘was most unreasonable—
almost a bizarre proposal, which might do serious damage to the interests of 
the University … We are being asked to do something which is plainly intol-
erable from the stand-point of the primary interest in our lives—that of the 
University’ (Henderson quoted in ibid.). This was an example of David’s ten-
dency to assume that other people would, of course, be as self-denying as him. 
It was perhaps a naïve view, though he later more formally recognised that the 
clash between the public and the private interest was ubiquitous in making 
economic policy, especially the incomes policy. However, he was always disap-
pointed when private interest dominated as much as it did under the govern-
ment of Margaret Thatcher.

3.1  Teaching

The teaching method at Oxford consisted of a tutorial of usually between one 
to three students and his/her tutor and lectures at the University level which 
undergraduates from all colleges could attend. David’s teaching schedule 
included both tutorials for Magdalen undergraduates as well as BPhil and 
DPhil students, and also lectures in economics at the University level. His 
room in Magdalen College was in the beautiful eighteenth century addition 
to the old college called the New Building. It looked out over a huge well-kept 
lawn and herbaceous border in the front and the deer park at the back. David’s 
room was equally grand, on the upper floor in the front and middle of the 
building with the lawn view from two double windows with great shutters 
and window seats. This was where he held his tutorials.

 R. Seneca
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David was, by the accounts of students and colleagues alike, a brilliant 
teacher. He gave one-hour tutorials from ten to one in the morning and four 
to seven in the late afternoon. He would eat lunch at home (across the High 
Street in number 62A) or in college depending on his schedule. (His salary 
included a number of free meals.) University lectures would also be part of his 
weekly schedule, as well as college meetings, PPE meetings and faculty meet-
ings at times during term.

The reading list for economics was comprehensive, including mathematics 
and original treatises in economics such as The Wealth of Nations works by 
Joan Robinson, John Hicks and many others. A textbook on economics was 
recommended (Paul Samuelson’s was the first). The level of teaching and final 
examination questions were very high. The student was required to have fully 
grasped the basic theory and to be able to discuss higher level questions in 
economics. David taught both microeconomics and macroeconomics and the 
mathematical formulations of each when they were required. Here’s his stu-
dent and later colleague at Magdalen, Kit McMahon, describing David’s 
evolving thought about the uses of mathematics in economics:

When (David) started to study economics his first reaction was how easy it was. 
I remember vividly his typically self-deflating description of a hectic, stimulat-
ing week in which he devoured all eight hundred pages of Alfred Marshall’s 
“Principles” turning all the arguments into equations—and pretty simple equa-
tions at that. And then it dawned on him that that was not the point. He came 
quickly to share the skepticism of Marshall himself (also a mathematician who 
took up economics because of his social concerns) … He used to enjoy quoting 
the great man: “Every economic fact…stands in relation to cause and effect to 
many other facts…and since it never happens that all of them can be expressed 
in numbers, the application of exact mathematical methods to those which can 
is nearly always a waste of time, while in the large majority of cases it is posi-
tively misleading” (italics in original).

McMahon continued:

The fact that David could clearly do the mathematics if he wanted to was a great 
strength in his arguments against those who increasingly tried to avoid the hard 
parts of economic problems by solving the easy parts with equations … He was 
from first to last a believer in political economy rather than economics and 
therefore that PPE was a genuine discipline rather than, as it was often taught in 
other colleges, three different subjects slung together (remarks made at David’s 
memorial service, Magdalen College Chapel, Oxford, 20 October 2001).
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In 1959, David published an article entitled “Mrs. Robinson on Simple 
Accumulation: A Comment with Algebra” (Worswick 1959). He says at the 
beginning of the article that ‘The best reason I can give for making this trans-
lation is that I was driven to do it because I found myself coming adrift more 
than once in following her argument’ (ibid.: 125). He congratulates Robinson 
‘for striving to examine each successive step [of ] her argument afresh’ in her 
book The Accumulation of Capital, but then says that there are ‘still traces of 
the habitual modes of thought which turn out to be unnecessary…and which 
might well, if left unexposed, be seriously misleading’ (ibid.).

Robert Solow used David’s mathematical model in his volume, Capital 
Theory and the Rate of Return, although there was no comment from others 
nor from Joan Robinson herself. But then no one likes to be taken to task in 
public, and David should perhaps have known this.

The following are some more testimonials about David’s style of teaching. 
Michael Artis writes: 

His style was to let the student find out for himself how a particular hypothesis 
“worked”—the joy of seeing the discovery in the student’s face was one of the 
things that David savored. And the method worked to bring confidence to the 
student to analyse and solve a problem. It also ensured a better grasp of what was 
learnt than rote learning could ever do (Artis 2003: 517).

Here’s Paul Dodyk, a Rhodes Scholar at Oxford:

[David] was articulate, considerate, interesting and interested. He was never 
dictatorial, dismissive, sarcastic or coercive … With David as your tutor, you 
wanted to learn. His suggested readings for our sessions were the beginning, not 
the limit of what I wanted to know. He taught, and caused me to learn, a great 
deal of economics. He also taught me that blowing the place up and starting 
over was probably not a great idea (remarks made at David’s memorial service).

This comment reflects the fact that David was never a communist.
Here is another student, David Stout, writing in a letter to Sylvia after 

David’s death:

I had the luck to have David as a dear friend and example throughout my 
scrambled career. No one has remotely influenced me so much. I always wanted 
him to be there and he was. When I walked in funk and despair out of one of 
the Webb Medley papers, David walked me round the deer park and talked me 
back into the Examination Schools. He talked me into trying for a Prize 
Fellowship and helped me to learn to teach by his own example and his trust … 
I not only loved being in David’s company, I admired him and wanted to be like 
him. His gaiety and his honesty, his acuity and his sympathy I found unfailing.
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Here again is Kit McMahon: ‘He was the most un-pompous, unstuffy of 
men, and the best of colleagues’ (remark made at David’s memorial service).

3.2  Other Academic Life

Besides his teaching at Magdalen, David also gave classes for the Workers’ 
Educational Association (WEA) in Oxford. This organisation had had a long 
history in the socialist life of the country as universities took it upon them-
selves to provide education for working-class adults who did not have the 
means or the opportunity to attend a university themselves.

Early on in his time at Magdalen, David was involved in a number of com-
mittees and outside activities (see Artis 2003: 522). In 1946, he sat on a work-
ing party on the lace industry which required many visits to Nottingham. In 
1951, he was a member of a committee on the purchase tax and another on 
tax paid stocks. He was also an expert witness for the Registrar of Restrictive 
Trade Practices. In all these activities, he deepened his knowledge of the inner 
workings of the British economy about which he wrote later wrote with such 
insight in his books and papers.

Artis writes:

David had great clarity of mind and a lot of plain common sense as well as eco-
nomic intuition … He could listen to others and whilst of strong opinions on 
some subjects himself he did not allow this to impair his dealings with others. 
These qualities recommended himself to numerous others who needed a job 
done, especially one with economic content (ibid.).

4  Research and Writing

In 1952, David joint-edited an important book of studies of economic devel-
opment and policies in various fields in the UK for the years 1945–1950. His 
co-editor was Peter H. Ady, a Fellow of St Anne’s College, Oxford. David 
wrote the introductory chapter summarising the British economy as it devel-
oped between 1945, the end of the war, and 1950. Experts, including Ady, 
were tapped to write on twenty-four different aspects of the economy during 
those years from “Direct Controls” to “Britain and the Sterling Area”. It was 
a comprehensive volume. Ten years later, a companion volume compiled by 
the same editors was published, entitled The British Economy in the Nineteen- 
Fifties (Worswick and Ady 1962) which comprised thirteen broader catego-
ries from the “Terms of Trade” and “Fiscal Policy” to “Government and 
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Industry”. Once again, David wrote an extensive introduction for the years 
1950–1960. These two volumes were the first of their kind in Britain to 
describe the domestic economy, its development as a whole and in its parts 
and the prevailing government economic policy at the time. They were used 
as the first textbooks in applied economics by many students and they offered 
a comprehensive and detailed description of the different economic sectors as 
well as a discussion of policy in which David was particularly interested.

The UK post-war recovery following 1945 was a solid one. A Labour gov-
ernment under Clement Atlee had been elected and significantly maintained 
full employment through the maintenance of aggregate demand and physical 
controls over the markets where demand was greatest. Some increase in prices 
resulted. The balance of payments, so important in a small, open economy 
like the UK, was in surplus in 1950, the same year that Marshall Aid ended. 
There was still substantial pent-up demand dating from the war years, and a 
price and wage freeze in 1948 had succeeded in slowing the rate of rise of 
prices and money incomes.

Unfortunately, the Korean War in the early 1950s upset the applecart. It 
had a profound effect on the economy of the US. The short-lived 1948–1949 
recession precipitated the devaluation of the British pound. There was a large 
increase in expenditure on armaments in the US which, in starts and stops, 
ultimately saved the economy from a further slump. Total expenditure on 
imports rose rapidly and a balance of payments deficit crisis resulted. Moreover, 
a rearmament programme in the UK led to some increase in taxes and pro-
posed cuts in social services. A general election was called in 1951 and the 
Conservatives took over the reins of government.

In his introduction to the second volume on the British economy David 
chronicles the success of the post-war economic recovery through the 1950s, 
a period referred to as the Golden Age, mainly in reference to the continua-
tion of full employment. However, his insight into government economic 
policy at the time is not so sanguine. At the end of his chapter, he notes three 
grounds of criticism. First, the goals of policy were viewed as achievable as 
separate entities rather than being interlinked. He quotes the government 
statement: ‘First we must get rid of inflation and put the balance of payment 
right before we can increase production’ (Worswick 1962: 72; italics in origi-
nal). He notes that this notion implied that a fall in production could actually 
help in expanding the economy. This counts as a “nonsequence”, to use his 
invented word much appreciated by his students who called such words 
“Worsicisms”. As soon as attention was brought back to the full employment 
goal, prices were already rising.
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The second criticism was that direct controls were made less clear which 
meant that private decision-makers such as banks were confused about what 
rules to follow. The third criticism of policy is that it relied far too much on 
an implied harmony of private and public economic interests. For example, 
David noted:

Where does the loyalty of the trade union leader lie: to his members, who press 
him to get higher wages or to the Chancellor [of the Exchequer] who begs him 
to hold off? As for business, whose rationale is profit, the public good is a luxury 
which may be expensive and even ruinous.

He continued: ‘Persuasion and reliance upon the acceptance of the “full 
duties of citizenship” may have some small part to play, but carried to any 
length they contradict the principles of private enterprise: in such a system it 
is illogical to expect them to succeed’ (ibid.: 74).

The papers in the rest of the book address this conflict between the social 
conscience of economic actors and their private interest in great detail. But it 
was always David’s concern for social justice and fairness that pitted him 
against the various Conservative governments when it came to formulating 
clear policies for the maintenance of full employment. This concern he main-
tained in his writing and teaching long before he left Oxford.

During his years at Magdalen, David was deeply involved in all aspects of 
university life. He was Chairman of the Board of the Faculty of Social Studies 
from 1948. He became an examiner for the PPE degree from 1949 to 1951 
and was Senior Tutor for the Magdalen from 1955 and served as Vice President 
during 1963–1965. He dined regularly in college both at lunch and in the 
evenings and would return home in a convivial mood after the wine, delicious 
food and interesting conversation. It was no wonder that he loved his time at 
Magdalen.

In the 1950s, his son, Richard, became a chorister in the Magdalen College 
choir. He was not a boarder at Magdalen College School as the other choris-
ters were. So every evening before practice and Evensong, he would walk out 
of the front door of 62A High Street where we lived and join the procession 
of choristers as they came down from Magdalen College School and over the 
bridge towards the College. David was a frequent member of the congrega-
tion in the chapel for Evensong even though he claimed he did not believe in 
any religion and was agnostic about the existence of God. But he was proud 
of Richard and he loved the wonderful hymns, anthems and prayers sung by 
the choir. His favourite anthem was “Splendente Te, Deus” by Mozart which 
was also sung at his memorial service.
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There were two breaks in his teaching career. First, he was appointed in 
1954 as a member of a team of three economists by the United Nations 
(UNCTAD) to advise the Turkish government on economic development. 
This entailed moving to Ankara, Turkey, in January with the whole family. 
Unfortunately, the Turkish government was not receptive to the suggestions 
of the team and after six months they ended their assignment. David spent 
the last three months of his appointment in Geneva.

The second break from Oxford occurred in the academic year 1962–1963, 
when David was invited to MIT as a Visiting Professor. Among his colleagues 
were Paul Samuelson and Robert Solow. One frequent topic of conversation 
was incomes policy. This was certainly on David’s mind as the question of 
how to maintain full employment and at the same time prevent wage and 
price inflation in the long run became politically more difficult. Incomes pol-
icy involved pitting the private interest of wage earners and higher prices and 
profits for businesses against the public interest of controlling both types of 
increase.

After his time at MIT, he was offered a position as Professor of Economics 
at Manchester University, which he declined. Shortly thereafter, he was 
appointed as Director of the National Institute of Economic and Social 
Research (NIESR), a post for which he was eminently suited. Thus, in 1965, 
he began a new chapter of his life.

5  The National Institute

David’s new position presented him with challenges in many different areas. 
The first was the need to maintain, support and keep the NIESR’s economic 
forecasting model. This meant providing accurate quarterly and annual fore-
casts for the UK for a myriad of different variables, not simply GDP, employ-
ment, incomes, prices, wages and interest rates, but also the budget and the 
balance of payments, including the levels of exports and imports, as well as 
the exchange rates with many other currencies. This was ongoing, time- 
sensitive work.

The second was the supervision of a large number of studies about particu-
lar regions and industries in different parts of the country, the nature of struc-
tural unemployment and differing regional growth rates. The third challenge 
was to clarify the need for government policy, in particular to ask how to 
maintain full employment and wage and price stability in a changing world in 
which prices tended to keep rising. David’s answer was some form of incomes 
policy. The relationship between those economists who stressed demand 
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management as the main full employment policy tool and those who stressed 
monetary goals to contain inflation was continually strained. At issue were the 
economic facts themselves as they described how the economy worked, not 
only the different political interests at work in forming official policy.

The fourth challenge was to clarify the balance of payments issues associ-
ated with making an economic policy which would sustain full employment. 
The last issue, which he encountered immediately, was the issue of funding to 
support the work of the Institute itself. This involved constant communica-
tion with and presentations to different sources of funding: the government, 
in particular the Treasury, large American foundations like Ford and 
Rockefeller, and many smaller private business sources.

6  Economic Forecasting

Let us begin a more detailed discussion of these challenges with economic 
forecasting and the econometric model. Its importance as part of David’s 
activities at NIESR can be measured by the fact that modelling and forecast-
ing for the economy absorbed half the Institute’s budget.

Before describing the history of NIESR’s modelling and forecasting, it is 
appropriate to comment on David’s fundamental approach to measurement, 
modelling and forecasting in economics as a field which he lays out in his 
paper, “Is Progress in Economic Science Possible?” (Worswick 1972). He first 
observes that economic variables are not like scientific entities which have 
clear and particular meanings like specific gravity. Economic variables such as 
tons of steel are ultimately proxies for value or utility in the minds of consum-
ers. Workers are proxies for hours of human labour which may vary in differ-
ent situations. Also, relationships between economic variables, such as the 
consumption function in which income determines consumption, result from 
human decision-making which varies over time and circumstances. Therefore, 
the attempt to describe the economy in terms of its inter-related variables 
through the use of statistical techniques such as econometrics, and to make 
projections about the future of path of the economy based on econometric 
modelling, is fraught with difficulty and ambiguity from the start.

As an example of the false accuracy of econometric relationships, David 
cites the case of the Phillips curve. Using data from 1861 to 1913, Phillips 
estimated a single equation relating the change in wage rates in the UK to the 
level of unemployment. This relationship was then used to incorporate later 
data and form a prediction that 2.5% unemployment could stop inflation. 
This was then linked to another idea that a higher level of unemployment 
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would be favourable to economic growth. These two simplifications together 
were seized on by government policy makers to form the notion that increas-
ing the unemployment rate could stop inflation and advance economic 
growth. This turned its head on the idea that the goal of policy should be to 
reduce unemployment because of the poverty and social distress it caused. 
David pointed out that the Phillips curve relationship continued to have trac-
tion with some economists and policy makers even during years when unem-
ployment and inflation were rising simultaneously and, as David cogently put 
it, ‘virtually every Phillips curve ever invented had jumped off the page’ 
(ibid.: 82).

When David came to the National Institute, he encouraged its Executive 
Committee to come to a decision that not more than one half of its resources 
be devoted to the regular quarterly forecast of the British economy and the 
accompanying analysis. This was important in that it prevented the Institute 
from being drawn into the development of ever more complicated and costly 
econometric modelling at a time when such activity and its seemingly endless 
demands were coming into their own. It also allowed time and resources to be 
devoted to other lines of research previously outlined in Section 3.2.

When David took over the Directorship of NIESR, the forward estimates 
of the main components of GDP were not yet the result of an econometric 
model per se. Individual equations describing specific relationships were relied 
on, but these equations were not joined together in a simultaneous model (see 
Jones 1998: Chapter 4). During the 1960s, the building of a complete econo-
metric model gradually took place. But the need to linearise the individual 
equations was difficult since many of the successful forecasting relationships 
were non-linear and did not perform as well when transformed into the linear 
context of the simultaneous model. However, in August 1969, a suitable sim-
ulation program was developed for a non-linear model with eleven equations 
which generated forecasts.

The job of improving forecasts was the focus of a large amount of work by 
the NIESR research team over a wide range of subjects as the scope and capac-
ity of computers increased. David was involved as a member of the editorial 
board in overseeing the development of forecasting during his years as 
Director. Jones noted in 1998 that:

Today, the [NIESR’s forecasting] model can be described as having Keynesian 
features in the short term, but with classical long-run properties such that out-
put is determined by the size of the labor force and the state of technology. 
Recent research has continued to refine the model along a number of different 
lines, each combining empirical validity with theoretical rigour (ibid.: 34).
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In 1971, David wrote an extraordinarily clear and honest introduction to a 
book by M.J.C.  Surrey called The Analysis and Forecasting of the British 
Economy which laid out the methods used at that time by the National 
Institute to produce quarterly forecasts. The book encompassed a discussion 
of all the variables and equations used in the Institute’s econometric model. In 
his introduction, David discussed the various different contexts for viewing 
and understanding forecasting methods and outcomes. The idea, he says, is to 
be completely open about the methodology of forecasting so that the student 
or researcher can reproduce for herself the Institute’s forecasts based on the 
information in the book. The quarterly estimates should be consistent in two 
ways: first, the rules of accounting should be maintained within each time 
period, and second, the relationships between different variables within and 
between periods should be consistent with the postulated structural equa-
tions. He notes that, in its essentials, the forecasting process has changed rela-
tively little:

The first step is to make estimates of the probable changes in certain “exoge-
nous” variables, notably investment, exports, import prices and public expendi-
ture, and to derive the remaining “endogenous” variables, such as consumption 
and the volume of imports, by using a model which is, in its essentials, a lagged 
multiplier combined with an “accelerator” for stock-building (Worswick 1971: 4).

He then points to the increasing importance of computers in obtaining 
forecasts rapidly from changing one or more exogenous variables (ibid.).

The next question is to ask whether the forecasts are any good. But now you 
have to ask what exactly is being tested? The reason for this second question is 
that the judgment of the (human) forecaster may be used to adjust forecasts 
in the light of special knowledge not reflected in the equations. This judgment 
is important in improving the accuracy of the forecast. But to test its accuracy 
the actual forecast must be used and the number of available forecasts may be 
too few for very exacting tests. At quarterly intervals, one would still hardly be 
satisfied with twelve such observations, still a small number, and certainly not 
just one. In particular, trends may be hard to detect.

Another difficulty arises when account is taken of the fact that forecasts are 
made on the basis of “unchanged policies”. It may be that policies are changed 
within the forecast period in which case it would be perverse to compare the 
actual outcome directly with the original forecast. Of course, the econometric 
model could be re-estimated with the policy change included, or with other 
measurement changes in some of the variables over the forecast period. But 
now it is not clear at all what the meaning of the accuracy of the original fore-
cast is. It is comparing apples with oranges.
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Finally, David addresses the National Institute model itself as described in 
Surrey’s book and notes that it is small. Many of the equations which com-
prise it are non-linear and all have to be constantly maintained in the light of 
data and policy changes. (He notes that a larger and more comprehensive 
linear econometric model was tried, but it performed badly.) He draws atten-
tion to the Phillips curve relationship which was used to predict unemploy-
ment but notes that the relationship had broken down, necessitating a change 
in the model.

The idea that the National Institute should undertake economic forecasting 
originated with economists within the Treasury, and there had been some 
movement of economists between the two institutions. But David stresses 
that the National Institute forecasts were ‘wholly independent. This cannot be 
emphasized strongly enough’ (ibid.: 13). This is typical of the way that David 
led the Institute. The formation of the forecasts was a team effort by the 
Institute forecasters, including David, but uninfluenced by outside voices.

Two newspaper articles by economic correspondents attest to the appropri-
ateness of David’s and the National Institute forecasting team’s approach to 
forecasting. The first was by Peter Jay in The Times on 25 November 1971. He 
noted that the Institute’s quarterly forecasts were central to the reputation of 
conventional national income (or “Keynesian”) projections. These forecasts 
were widely published and reported, but often faced a lack of public under-
standing of what the forecasters were trying to do. Jay refers to David’s ‘fasci-
nating, totally intelligible and elegant introduction to M.J.C. Surrey’s book 
on forecasting’ (Jay 1971: 25), discussed above. He describes David as ‘a rare 
economist who throughout a long and distinguished academic career has 
combined a superior mathematical proficiency with an unquenchable skepti-
cism about the ability of econometrics to displace political economy and sea-
soned judgement in the management of national economic affairs’ (ibid.).

The second article, from The Sunday Telegraph on 8 September 1972, is by 
Patrick Hutber who also concurs with the National Institute’s approach to 
forecasting and policy-making. He refers to a recent Institute forecast as a 
‘prediction of what may happen if things go on as they are’ (ibid.: 21). The 
case discussed shows ‘just how damaging the effects of the current inflation 
are liable to be. Left unchecked, accelerating inflation next year would mean 
that much of the higher consumer spending would be swallowed up in rising 
prices, so that demand would be lower, production rise less and unemploy-
ment stay painfully high’ (ibid.). Hutber then traces out further outcomes of 
the forecast which he claims he has been saying himself ‘until my voice gets 
hoarse and my typing fingers ache’ (ibid.). Such approval from the press about 
National Institute forecasts was not infrequent.
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7  Other National Institute Projects

The half of the Institute’s time not devoted to forecasting was given to many 
other lines of activity.6 For example, early on, David enlisted Arthur Brown 
from Leeds University to head a team of young researchers to work on regional 
issues. This resulted in The Framework of Regional Economics in the United 
Kingdom (Brown 1972).

The next project concerned the process of technological diffusion, a com-
paratively new research area. George Ray headed the project which also 
involved international comparisons involving cooperation with research insti-
tutes in five other countries. This project attracted David’s involvement in 
particular. Besides a number of papers, the work resulted in a 1974 book 
entitled The Diffusion of New Industrial Processes: An International Study edited 
by Nasbeth and Ray. After that came Industrialization and the Basis of Trade, 
Batchelor et al. (1980) and The Management of the British Economy 1945–60, 
by Dow, subsequently extended and updated as British Economic Policy, 
1960–74: Demand Management, edited by Blackaby. Meanwhile, Sig Prais 
and Peter Hart produced substantial work on industrial concentration, large 
firms and mergers. Eventually, this and Prais’s continuing work won for the 
National Institute the accolade of designated research center from the 
Economic and Social Research Council. A number of conferences were also 
launched which were designed to explore leading issues in economic policy, 
including incomes policy (see below), demand management, deindustrialisa-
tion, and Britain’s trade and exchange rate policy.

In its later stages, this research was shared with Chatham House and the 
Policy Studies Institute. Some fifteen books were published under this joint 
sponsorship before 1987 under the heading “Studies in Public Policy”. David 
also visited the Brookings Institution (about which more below in Section 10 
on funding at NIESR) and based the form of the NIESR’s conferences and 
publications on the Brookings Papers on Economic Activity.

8  Incomes Policy

It is interesting that there is no discussion of incomes policy in the book (or 
the index) by David and Peter Ady, The British Economy in the Nineteen–
Fifties, published in 1962. During the years following the Second World War 
and in the 1950s and 1960s, unemployment in the UK was low but rising 

6 This section draws on Artis (2003: 519–520).
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slowly. It was 1.0% in June 1951 and rose to 2.2% in May 1969 (see Brittan 
1976: 250). Each percentage point increase in unemployment represented 
100,000 more people out of work. The individual social cost to an involun-
tarily unemployed person was high in terms of poverty and social distress, so 
the multiplication by 100,000 of such costs was considerable. Nevertheless, in 
terms of percentages, during the Great Depression in the 1930s when unem-
ployment rates were between 10% and 20%, and in the decades subsequent 
to the 1960s (the number of unemployed persons in the UK rose to 3.5 mil-
lion in 1986), a figure of 2.2% was considered to be relatively low.

During the post-war decades, Keynesian demand management were still in 
effect. That is, fiscal but also monetary policies designed to increase invest-
ment to plug the gap between aggregate demand and income were employed. 
However, policy makers were conscious of the fact that excessive aggregate 
demand might lead to rising wage costs as unions took advantage of their 
strong position in the labour market to push for higher money wages, in turn 
causing businesses to respond by increasing their prices. So the question 
became, how to maintain full employment without inflation? For a time, the 
Phillips curve seemed to provide an answer: if the level of unemployment 
were kept at 2.5%, or what was regarded as the natural rate of unemployment, 
then the rate of price rises would be stabilised. However, this empirical rela-
tionship soon collapsed as described in Section 4, and the conflict between 
maintaining full employment and keeping prices under control re-emerged.

In his 1991 book, Unemployment: A Problem of Policy, written after he had 
retired from the National Institute, David defined incomes policy as 
referring to

measures intended to influence directly the level, or the rate of change, of money 
incomes, especially wages and salaries … Historically, wages policy and incomes 
policy were first discussed as a means to contain the cost inflation which accom-
panied the full employment which came to be taken for granted in the years 
following the war. Analytically it fitted comfortably into the Keynesian para-
digm (ibid.: 118).

He then goes on to enumerate the various forms which incomes policy 
could take. For example,

a highly centralized system in which all money wages were fixed by a single 
authority. At the other end of the spectrum the policy might consist of no more 
than jawboning, resorted to, at one time or another, by virtually every post-war 
Chancellor of the Exchequer, urging all concerned to exercise restraint in claims 
for higher wages or salaries. Incomes policies can be embodied in voluntary 
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agreements between workers and employers, or between workers and employers’ 
organisations and the government, or they can be imposed by law. They can be 
permanent features of the economic landscape or they can be introduced tem-
porarily in response to some economic crisis (ibid.: 119).

The problem with the systematic use of incomes policy in the decades fol-
lowing the Second World War was that, while it fitted the Keynesian model 
of analysing the economy, it did not fit the monetarist model which assumed 
full employment. But it was the monetarist model that was gradually adopted 
by policy makers in Conservative governments especially that of Margaret 
Thatcher. As a result of monetarism, the government was no longer commit-
ted to keeping the unemployment rate low, but rather to preventing prices 
from rising too fast. However, during the 1980s, both the unemployment rate 
and inflation were increasing at the same time.

Since it is important for understanding incomes policy to know how econ-
omists thought the economy worked, it is necessary to look both at the 
Keynesian and monetarist models. In Unemployment: A Problem of Policy, 
David devoted some time to considering the monetarist model and the evi-
dence which should support it. He started with a discussion of the quantity 
theory of money (QTM) using the well-known equation MV = PT, where M 
is the quantity of money in circulation, V is the velocity of circulation, P is the 
price level and T is the number of transactions. If Q stands for real national 
income, then MV = PQ, where Q is an index number for output and P is an 
index number of prices, and thus, PQ = Y is the nominal national income. If 
m = log M and we adopt the same notation for the other variables, we have 
the logarithmic form of the money equation as m + v = p + q = y. This equa-
tion can then be used to test empirically the strength of the relationships 
between the variables. There are two versions of the QTM, the first saying that 
the money stock and nominal income move together, and the second, older 
version asserting that the money stock and prices move together.

Brown (1983) tests the relationship between the money stock and money 
income for different countries and finds that there were fifteen and a half cases 
where money changes led income changes, there were fourteen and a half 
cases of simultaneity and five cases where income led money (the halves refer 
to a dead heat). When the relationship between the money stock and prices 
was measured there were eleven and a half cases where money led prices, five 
of simultaneity, and nine and a half where prices led money. David concluded 
that, ‘Brown’s data show that changes in the velocity of circulation from year 
to year are not so much less variable than the changes in money growth that 
velocity can reasonably be treated as a constant’ (Worswick 1991: 145).
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In 1982, Friedman and Schwartz published a massive study of Monetary 
Trends in the United States and the United Kingdom, covering the period 
1867–1975 in the US and the UK. Time series were assembled for money 
stock, nominal national income, price deflators, interest rates, the sterling- 
dollar exchange rate and other variables. The data were “decycled” by an 
unusual device of triplets of neighboring cycle periods. Monetary Trends 
formed the agenda of a meeting of the Bank of England’s Panel of Academic 
Consultants in October 1983. Besides Friedman and Schwartz, a number of 
journal reviews were discussed as well as two specially prepared papers by 
Hendry and Ericsson (1983) and by Brown (1983). The former concluded 
that a number of the assertions made by Friedman and Schwartz about their 
money demand equation ‘were found to be without empirical support’ 
(Hendry and Ericsson 1983: 82) and their failure to produce evidence perti-
nent to their main assertions ‘leaves these devoid of credibility’ (ibid.).

David commented that this was ‘strong language’ (Worswick 1991: 146). 
But he goes on to show that in his paper, Brown demonstrates that in the 
short run the growth of money income is not related to money. It is velocity, 
not money, which varies with money income growth within cycles and in the 
period between the world wars this relationship was particularly strong in the 
UK.  Then Brown examined the question of how an expansion of money 
income is partitioned between changes in output and in price. He found that 
extra demand had gone mostly into output when there was spare capacity and 
into inflation when full employment was approached. David concludes by 
stating that: ‘Finally, when Brown asks the question whether [Friedman and 
Schwartz] make their case that United Kingdom experience supports a simple 
quantity theory, with money controlling prices, and output controlled by 
other factors entirely’, he says, “In a word, no”’(ibid.).

During the 1950s and 1960s,7 a “Stop-Go” was in place in which the 
“Goes” were mainly encouraged by a relaxation of fiscal policy to raise output 
and employment and the “Stops” were most engineered by a tightening of 
monetary policy in the form of higher interest rates, restrictions on bank 
advances and a stiffening of controls on consumer credit. In 1964, the Labour 
government set up a National Board for Prices and Incomes (NBPI) whose 
primary aim was to control inflation. The Trades Union Congress (TUC) at 
first reluctantly agreed to participate, and the policy was initially voluntary—
and ineffective. A six-month statutory freeze of wages and prices was imposed 
in the mid-1960s. However, when the Conservatives came to power in 1970, 
they abolished the NBPI. Prices began to rise especially after the floating of 

7 The following discussion is based on Worswick (1991: Chapter 13).
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the pound in June 1972 which caused import prices to rise. The Conservatives 
undertook long negotiations with the TUC to set up a new incomes policy. 
These failed and the government imposed a wage freeze which remained in 
effect for the rest of the Conservative administration.

In 1973, there was a double energy crisis: war began in the Middle East and 
the Arab oil producers cut supplies which led to a quadrupling in the world 
price of oil. A Labour government was returned to power after a general elec-
tion in the UK in February 1974 and proceeded to drop all wage controls, 
retaining only threshold agreements and a Price Commission.

This tit-for-tat tussle between Conservative and Labour governments over 
the type and severity of incomes policies in the face of continuing price rises 
lasted until the Thatcher government took office in 1979. By that time, unem-
ployment was rising along with prices, and in 1986 the number of unem-
ployed had reached 3.1 million. David’s reaction to this figure was to point 
out that the accumulation of person-years of unemployment was substantially 
higher in 1986 than in the 1930s!

The failure of incomes policy to contain prices while preserving the level of 
employment was seen by David, and no doubt many others, as the failure of 
reasonable people in government, in the TUC and other policy makers to put 
the collective good ahead of personal advantage. David always expected peo-
ple to do the right thing and not to act for themselves alone. So he was con-
stantly disappointed when self-interest and disingenuousness (as in the 
monetarist mantra) at the top of government frustrated the collective good as 
he saw it. But then he was a socialist and put the interests of the ordinary 
people before those of the ruling classes. This, of course, was also a key differ-
ence between the Labour and Conservative parties.

9  The Balance of Payments

David addressed another constraint on the making of economic policy in 
Britain, namely the balance of payments. In a small open economy, trade is, 
of course, an important part of national economic activity. In his 1991 book, 
David employed his skills as a teacher to explain how trade affects the econ-
omy (Worswick 1991: 206–231). The classical model, first laid out explicitly 
by Ricardo, shows that barter between two countries benefits both. When 
that model is extended to take into account exports and imports trading at 
some exchange rate, the balance of trade (the value of exports minus imports) 
affects the internal economy, particularly output, employment, wages and the 
domestic price level. David laid out the case for a tariff as a means to increase 
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employment in the protected industry. But he shows that it does not increase 
overall employment; it diverts employment into the protected industry and at 
the expense of a loss of real income to consumers.

In a small open economy, the difference between the value of exports and 
imports has been the focus of economic policy as another constraint on the 
attempt to maintain full employment and domestic price stability. David’s 
1981 article “The Money Supply and the Exchange Rate” rehearses the argu-
ments of the policy debate between the Keynesians and the monetarists with 
respect to their different conclusions about the effects on the exchange rate 
and the balance of payments of changes in the money supply. For example, 
suppose there is a deficit in the balance of trade which policy makers believe 
will not correct itself soon enough. Then monetary policy could be under-
taken to reduce the money supply and raise interest rates. This would cause an 
inflow of funds and a rise in the exchange rate causing a reduction in exports, 
a rise in imports and lower output and employment. On the other hand, if 
fiscal policy is tightened (higher taxes and/or lower government spending) in 
order to reduce demand for imports then domestic employment will fall as 
output is reduced. This is because the negative effects on output of a tighter 
fiscal policy (due to reduced consumption and investment) are likely to out-
weigh the upward effect on output due to lower imports.

In 1944, the Bretton Woods agreement fixed exchange rates to the US dol-
lar. The IMF was set up at the same time to provide temporary funding for 
countries in deficit. The Marshall Plan also came into operation, providing 
significant amounts of aid from the US to the countries devastated by war. 
The explicit policy of maintaining full employment was affirmed by the UK 
government and led to a devaluation of sterling in November 1967. As noted, 
in 1972, sterling was allowed to float as the Bretton Woods system broke 
down. Devaluation had become another policy tool to help in achieving the 
goal of demand management when the balance of payments was also a signifi-
cant policy objective along with full employment and only modest increases 
in prices.

10  The Problem of Funding

The problem of how to find financial support for an independent institute 
such as NIESR was present at its beginning and was still present when David 
became Director in 1965. The original grants from the Ford and Rockefeller 
foundations were ending and the UK Treasury, which had previously pro-
vided substantial funds, had decided that these should be directed away from 
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forecasting in order to avoid the perception that the Institute’s forecasts might 
be unduly influenced by the government. But, in 1965, David was invited to 
become a member of the Social Science Research Council (SSRC) under the 
Chairmanship of Michael Young. David accepted this position with the open 
recognition that the Institute would shortly be applying for SSRC funds. 
These funds were forthcoming in the form of programme and development 
grants and put the Institute’s financing on a firmer footing for the next ten 
years. However, other applicants for SSRC funds objected to the priority of 
giving such generous funding to NIESR. A coup was attempted in the form 
of a proposal to establish a “British Brookings”. This was an implied criticism 
of NIESR’s policies which were viewed in Conservative circles as too 
Keynesian. At the same time, if adopted, the establishment of such a competi-
tor would have probably completely bled the Institute’s finances. Then it hap-
pened that one week David was asked to accept a cut of £200,000 for the 
Institute, and the next week he read an announcement that exactly the same 
amount of money was to be set aside for a “British Brookings”. But as Artis 
states: ‘David was always reasonable but never soft. He could defend his cor-
ner fiercely and did so on the occasion. In an atmosphere of considerable 
tension he had the decision reversed’ (Artis 2003: 518–519).

As a by-product, NIESR joined forces with two other threatened institutes 
to arrange a series of conferences with eventual book publications to deal with 
various topics of the day, much like the practice of the Brookings Institution. 
However, shortly afterwards, Margaret Thatcher came to power and Treasury 
funding was run down. Other funding was eventually found and the Institute 
continued to produce quarterly forecasts and a substantial amount of research 
in a wide variety of topics, as has been detailed in Section 4.

11  Retirement

David retired from the Directorship of the National Institute in 1982 and 
moved back to Oxford with Sylvia. They bought a house at 25 Beechcroft 
Road in Summertown, North Oxford, where Sylvia created a third beautiful 
garden behind the house (the other two were at 62A High Street, Oxford, and 
at 7 Highmore Road, Blackheath, in London). From Summertown, David 
could cycle to Magdalen where he was appointed Fellow Emeritus and Sylvia 
could cycle to a school where she volunteered as a teacher of English as a sec-
ond language. They were both very happy in their retirement and David’s 
activities continued apace.
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David turned down offers of teaching, noting that, ‘I marveled at the con-
fidence with which I had been prepared to teach a wide range of subjects a 
mere twenty years earlier’ (Worswick quoted in Artis 2003: 521). One excit-
ing opportunity came when he was made President of the Royal Economic 
Society. Among many other tasks, this involved organising a major interna-
tional conference to recognise the centenary of the birth of John Maynard 
Keynes on 5 June 1883. The conference was held at King’s College, Cambridge, 
in July 1983 and was attended by distinguished economists from all over the 
world. It came at a time when Keynes’s macroeconomic ideas were under 
attack by Conservative policy makers with monetarist convictions in the UK 
and the US. So the large gathering of Keynesian economists created a particu-
larly exhilarating atmosphere.

Many of the papers addressed the microfoundations of Keynes’s theories, in 
particular by trying to explain the Walrasian and monetarist theories that 
predict that less than full employment is a disequilibrium circumstance which 
will disappear in the medium to long run. In his writing, David did not 
explicitly present or discuss the mathematical models supporting such argu-
ments. The empirical evidence against them was perhaps enough for him. 
However, he recognised that the two main reasons for the economy getting 
stuck in unemployment are that money wages are sticky downwards and that 
the liquidity trap prevents interest rates from falling below a certain level. 
Lowering interest rates is supposed to encourage investment. Investment is in 
any case inelastic at low interest rates and certainly unaffected when the inter-
est rate cannot fall any further. Therefore, increasing the money supply will be 
useless in this circumstance. Moreover, the Keynesian model does not provide 
an equilibrating mechanism for halting inflation once full employment has 
been achieved by demand management. This is why David always emphasised 
incomes policy as the only solution.

In that centenary year of 1983, I organised a “Keynes Day” at Drew 
University in Madison, New Jersey, where I was Associate Professor of 
Economics. The event took place in the Great Hall at Drew on 11 November. 
I had noticed that no celebration or even mention of Keynes was occurring in 
the US to mark the centenary of Keynes’s birth. I invited my father to give the 
keynote lecture and a prominent post-Keynesian (American) economist, Paul 
Davidson from Rutgers University, to give the second lecture in the morning. 
After lunch, there was a panel discussion among the following economists: 
Lorie Tarshis, a former pupil of Keynes, who still possessed the class notes he 
had taken during Keynes’s lectures in Cambridge, Robert Solow from MIT, 
Orley Ashenfelter from Princeton University and Leonard Silk, the economics 
editor of The New York Times.
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David’s talk addressed the ‘practical results’ of Keynes’s theories. He first 
drew attention to Keynes’s pre-Second World War approaches to economic 
issues. Keynes’s book, Economic Consequences of the Peace (Keynes 1919 
[1971]), warned that the harsh reparations imposed on the defeated Germany 
and its allies after the First World War would result in depression and political 
backlash in those countries. This, in fact, occurred and also led to the rise of 
fascism. Keynes’s essay, “The Economics Consequences of Mr. Churchill” 
(Keynes 1925 [1972]), who was then Chancellor of the Exchequer in Britain, 
warned of the harm that a high exchange rate and adherence to the gold stan-
dard was doing to the UK economy.

David then turned to Keynes’s post-war influence and, for the American 
audience he was addressing, emphasised the impact of the Bretton Woods 
Agreement of 1944 which set the terms of international exchange for a quar-
ter of a century. Bretton Woods led to unprecedented growth and full employ-
ment in the advanced countries for twenty years after the war, the so-called 
Golden Age. At Bretton Woods, Keynes was the negotiator for Britain and 
Harry Dexter White represented the US.  In the end, Keynes’s ideas for an 
international central back and currency to be used by the bank were not 
adopted. Instead, White’s more modest plan was put in place. The gold stan-
dard was abolished and currencies were to be tied to the dollar at fixed 
exchange rates; the dollar was then exchangeable for gold at $35 an ounce. 
The fixed rates could be readjusted if a country’s trade became too unbal-
anced. The IMF and the World Bank were formed to monitor trade and pro-
mote borrowing and lending between countries. However, Bretton Woods 
collapsed at the beginning of the 1970s and exchange rates were allowed to 
float freely. As noted, prices began to rise and the goal of full employment was 
not met. Rather, inflation control became the number one policy objective.

In his talk during the afternoon panel discussion, Robert Solow pointed 
out that Keynes’s macroeconomic model delineating the relationship between 
aggregate economic variables such as national income, consumption, invest-
ment, savings, employment and so on led to an outpouring of attempts to 
measure them. The new field of econometrics was then used to test the rela-
tionships between these variables in the context of Keynes’s structure of the 
economy. Empirical measures of the consumption function, the causes of 
investment and other relationships then burgeoned. Even though Keynes’s 
influence on full employment policies may have waned, his legacy in the field 
of macroeconomic measurement and forecasting lives on.

David’s scholarly writing continued apace after his retirement. In 1991, 
partly working from an office in the National Institute, he completed his 
book, Unemployment: A Problem of Policy. As the title indicates, David always 
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believed that the persistence of medium to high levels of unemployment as 
occurred after the Golden Age was not the result of a macroeconomic and 
monetary theory that required maintaining a higher rate of unemployment as 
the only way to dampen inflation. Adjusting demand to maintain employ-
ment, accompanied by incomes policy that was needed to prevent rising 
wages and prices, was rejected by some economists and policy makers alike in 
favour of tight monetary policy and adjusting the balance of payments. In a 
later article entitled “Has Mass Unemployment Come to Stay?” (Worswick 
1994), David concludes that

the obstacles in the way of achieving (a full employment economy) are, I think, 
as much moral and political as they are economic. On the domestic front, sec-
tional interests of all kinds must learn to refrain from pushing to the limits of 
their strength for what may appear to be their sectional advantage. In the inter-
national arena cooperation is necessary…but very hard to achieve … I am not 
so pessimistic as to give an unconditional Yes in answer to my original question. 
But in all honesty I have to say that I shall be agreeably surprised if we see the 
end of mass unemployment in the United Kingdom before the end of this cen-
tury (ibid.: 21).

In 2000, the unemployment rate was 5.4% and fell in 2001, the year of 
David’s death, to 5.1%. These figures are too high in David’s moral terms 
compared with the Golden Age levels of below 2%. In the first decade of the 
twenty-first century, the unemployment rate climbed to 8.1% in 2011 due to 
the Great Recession. It then began to fall, standing at 4.1% in 2018, with 
1.36 million people unemployed.

12  Activities and Honours

Before going to the National Institute, David pre-invented the Norrington 
Tables, which listed by college the results obtained by Oxford students in 
their final examinations (see Artis 2003: 522). These were published in the 
Oxford Magazine and were always much referred to. He discontinued these in 
1963 and subsequently a similar list was produced by Sir Arthur Norrington, 
after whom the list was named. Later, David was invited to join a committee 
to review admissions to the University in the light of the creation in 1961 of 
the Universities Central Council on Admissions system.

He was a founding member of the Social Science Council and was President 
of Section F of the British Association in 1972. He served on the govern-
ment’s Committee on Policy Optimization in 1978 and from 1982 to 1990 
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he was on City University’s Council. In 1975, David received a DSc from 
City University and was very pleased to be elected a Fellow of the British 
Academy in 1979. From 1986/1987 and 1988/1989, he served as Chairman 
of its Section 9. In 1981, he was awarded a CBE.

13  David’s Broader Life

David had a broad range of interests besides economics. He was an enthusias-
tic walker and adored climbing the mountains and hills of Scotland and the 
Lake District. Many family holidays were spent in these beautiful places. 
Another passion was music. David loved all kinds of classical music which was 
all we ever heard on the radio or on records.

Perhaps a good way to end this “Life” is to quote from a piece written by 
David’s grandson Robert, son of Eleanor and Tom Stanier. Tom read it at 
David’s memorial service since Robert was in India. Robert Stanier had been 
an undergraduate at Magdalen College reading Greats:

It was a late summer morning four years ago, and my tutor at the time, being a 
young and trendy type, suggested that we have the tutorial outside. So we sat 
down to discuss my essay on the grass in Longwall Quad. After a few minutes, 
though, I caught sight of David, wheeling his bicycle in through the gate. He 
put it on the bike stands and methodically locked it up, took off his helmet and 
his cycle clips and began to walk steadily around the path towards the SCR 
Dining Room to claim his free lunch. When he looked up, he caught sight of 
me waving and came towards us. My tutor was not quite sure what to make of 
this man. I explained that he was my grandfather and as David came across, he 
had a smile on his face. It was the day after the General Election and Labour had 
finally returned to power. I asked if he was pleased, and David said that he was, 
but he assured my tutor that New Labour was not really him; in fact he was not 
just Old Labour, he was Dinosaur Labour! My tutor laughed. Then, after a short 
conversation, David took himself off, and as he walked away, I caught my tutor 
looking away at him. He seemed partly in awe at this distinguished college fig-
ure who had been walking the quads of Magdalen for over fifty years yet was still 
completely on the ball, and partly amused: after all, David did strike a some-
what comic figure with his bright yellow sash to ward off traffic, and his trousers 
tucked into his socks and it was improbably bizarre that someone of his years 
would still be cycling into college.

As for me, I looked at David largely with pride. In part, I took pride in the 
simple fact that he was the oldest Fellow in the College and that he was my 
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grandfather. Yet, I was also proud because he was someone who had not given 
up his principles, be they political—he was still supporting Labour and had 
got some reward at last—or just with regard to cycling; he was still using the 
bicycle stands long after all the other fellows were behind the steering wheels 
of their cars.

David died on 18 May 2001. I was as proud of him at his death as I was 
when he came to visit me in nursery school when I was three and brought me 
my lunch. He was deeply honest and taught us always to tell the truth, a les-
son which has stood me in good stead throughout my life. The reason he 
eschewed joining any government as a policy maker was precisely that he did 
not want to compromise with the truth in any way. He was a dedicated teacher 
who cared passionately about his students and the lessons he taught them. He 
was consistently a public servant in many areas throughout his life. His writ-
ing was clear and accessible and always relied on the evidence as it was pre-
sented. He made his passionately held case for full employment policy 
whenever he could. He was disappointed that the Golden Age was never 
repeated because of his deep compassion for the unemployed. He was a good 
man who was much loved.
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20
Ian Little (1918–2012)

Christopher Bliss and Vijay Joshi

1  Introduction

Ian Malcolm David Little, who died on 13 July 2012, at the age of 93, was 
one of Britain’s foremost economists and, for a time, the world’s most influen-
tial development economist. Ian had a mind of unusual penetration, subtlety 
and creative power. The quantity and quality of his scholarly output was 
impressive, and he wrote or edited around twenty books and about a hundred 
papers, some of which were path-breaking. He also made an impact beyond 
the groves of academe. His seminal writings undermined the orthodox post- 
war view that protectionism and dirigiste central planning were the road to 
prosperity for developing countries. He became, thereby, one of the intellec-
tual leaders of the shift in most of these countries towards liberal trade poli-
cies, which made a major contribution to lifting millions of people out of 
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poverty in the last quarter of the twentieth century. Astonishingly, he was not 
knighted.

This chapter is divided into several sections. The next section is an account 
of Ian’s life, career and personality. Later sections discuss his writings in the 
main areas which bear his imprint: theoretical welfare economics; applied 
welfare economics (project evaluation); trade and development; and the 
Indian economy. The last section appraises his work as investment bursar of 
Nuffield College, Oxford.

2  Life, Career, Personality

The sketch of Ian’s life below is an inferior substitute for his own 2004 account 
in Little by Little (hereafter LbL), a remarkable autobiography that combines 
detached frankness with dry humour. Another useful source for details of his 
life and views is Collection and Recollections (hereafter CaR), published in 
1999, which reprints some of his articles (selected by him), interspersed with 
his later reflections.

Ian was born on 18 December 1918 into a large, upper middle class, fam-
ily. He writes in LbL that his lineage both on his father’s and his mother’s side 
was devoid of intellectual distinction. A harsh judgement but, even if true, 
distinction as such was not lacking. His grandfather was a general in the 
British army, his father a brigadier general, and they both commanded the 9th 
Lancers. On his mother’s side, he was descended from Thomas Brassey, the 
great Victorian entrepreneur, who built railways all over the world. The family 
was well-off. According to LbL, Ian’s childhood home had

23 bedrooms…and an appropriate number of reception rooms, servants’ rooms 
and offices and so forth. It stood in about four acres of garden. There were six 
cottages, housing four gardeners, the butler, the head groom … There were ten 
or more horses…two motor cars … Within the house, there were eight or nine 
servants making about 20 in all. This was all apart from the mixed farm of about 
180 acres with another three cottages for the bailiff and other farm workers (LbL 
2004: 10).

But family relationships were distant: ‘It was Nanny who was the real par-
ent’ (ibid.: 15). After early instruction at the hands of a governess and a prep 
school, Ian went to Eton. He did quite well in examinations but was not 
regarded as a high-flier, partly because of his inability to learn by heart. He 
describes himself in LbL as painfully shy and fearful of sexual advances by 
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older boys: he took up carpentry to avoid being in his house during the eve-
ning hours. He left school as soon as he was admitted to Oxford, because he 
was terrified of making the customary end-of-year speech to a gathering of 
parents. Travel during his gap year gave him ‘some self-confidence which was 
woefully lacking’ (CaR 1999: 5). All in all, while it would be an exaggeration 
to say that he suffered his Etonian education, he certainly did not much 
enjoy it.

Ian went up to New College, Oxford, to read Philosophy, Politics and 
Economics (PPE) in 1938. For some time, he was by his own account a hunt-
ing, drinking, gambling man, lacking any focus or direction. Things improved 
after the first two terms, when his intellectual interests were stimulated by 
philosophy tutorials with Isaiah (later Sir Isaiah) Berlin, and his friendship 
with Monty Woodhouse (later Lord Terrington). Even so, he writes in LbL, ‘if 
it had not been for the war, I would not have got a first, perhaps not even a 
second’ (LbL 2004: 43). Called up soon after war was declared, he served for 
nearly the full six years in the Airborne Forces Experimental Establishment of 
the Royal Air Force. At first, he flew autogyros, which were used to calibrate 
the ring of radar stations that warned of approaching enemy planes. Later, he 
was a test pilot and flew some hair-raisingly dangerous contraptions such as 
the “rotachute”, an innovative rotary-wing device designed by Raoul Hafner 
to be a super-parachute for dropping airborne soldiers, and the “rotabuggy”, 
also designed by Hafner, that was intended to convert a jeep into a flying 
machine by attaching a two-bladed rotor.1 Much skill and courage was 
required in these obligatory adventures; he had several crashes and nearly met 
his death in one of them. Though he made light of the dangers (he compares 
himself in LbL to ‘a sort of James Bond, before he was even conceived’ (ibid.: 
50)), the Air Force Cross that he was awarded towards the end of the war was 
clearly well deserved.

In 1945, he was demobilised with the rank of squadron leader and returned 
to undergraduate studies at New College. The war had changed him pro-
foundly. Before, he had been an amiable playboy, uninterested in scholarship. 
Now, he threw himself into academic study and resolved to become an aca-
demic. He took papers in philosophy (tutors: Isaiah Berlin and Herbert Hart) 
and economics (tutor: Philip Andrews) and got an outstanding First in PPE 
in the summer of 1947, and then a scholarship to Nuffield College to do 
graduate work in economics. He chose economics over philosophy because it 
offered wider possibilities and, as he says in LbL, ‘it seemed at the time that 

1 During the intervals between these test flights, Ian trained as a pilot of the Sikorsky helicopter that had 
just arrived in England.
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philosophers were cleverer than economists and so the competition would be 
less severe’ (ibid.: 77).

His graduate supervisor was the eminent J.R. (later Sir John) Hicks, but 
they got on very badly. Ian was critical of his supervisor’s work and Hicks was 
so affronted that he tried, thankfully without success, to get Ian’s scholarship 
discontinued.2 Shortly thereafter, Ian was elected to a Prize Fellowship (a fel-
lowship by examination) at All Souls College, Oxford. Isaiah Berlin is said to 
have remarked that Ian ‘was the most ignorant person to get a fellowship at 
All Souls’ (ibid.: 79). Presumably, he meant that his breadth of knowledge fell 
far short of a typical young fellow’s, but he made up for that in superior ana-
lytical power. At All Souls, Ian finished in two years his doctoral thesis, A 
Critique of Welfare Economics (hereafter A Critique). Though it was largely 
self-directed, he acknowledged helpful conversations with William Baumol, 
Jan Graaff and Lionel McKenzie. The thesis was examined by Arthur (later Sir 
Arthur) Lewis and David Worswick. It was however rejected for publication 
by Macmillan.3 This was a bad business decision: it was published instead by 
Oxford University Press (OUP) in 1950, became a classic, sold 70,000 copies, 
and established Ian’s world reputation as an economic theorist. A Critique was 
motivated by a deep conviction that welfare economics had become a preten-
tious subject, insulated from good sense. What does it mean to say that one 
economic outcome is better for society than another? This is among the most 
basic, foundational questions in welfare economics. Ian demonstrated in A 
Critique that an ethical judgement about the distribution of income is intrin-
sic to any legitimate answer to this question, and that the search for some 
objective, value-free criterion of economic improvement is doomed to failure. 
While that is the justly famous central point of the book, we can see, retro-
spectively, that it made another advance. It clearly foreshadowed the theory of 
the second best, the idea that if one of the Pareto conditions is violated, 
satisfaction of one or all of the others would not, in general, constitute an 
improvement in efficiency. This proposition is stressed time and again in the 
middle chapters of A Critique, though a formal proof had to wait for the 
famous article by Richard Lipsey and Kelvin Lancaster in the Review of 
Economic Studies. Ian himself followed up A Critique in 1951 with a short 

2 On Hicks, see Creedy (2013).
3 In LbL, Ian speculates that the referee was A.C. Pigou. The passage is worth quoting: ‘The anonymous 
referee’s report said that I seemed incapable of grasping the elementary distinction between the size of a 
cake and the way it is sliced. As it was a central and closely argued message of the thesis that no such 
distinction can be drawn, because one does not know the size of the cake until one knows how it is sliced, 
this was a frustrating comment. I do not know for certain who the referee was, but I think it was A.C. Pigou’ 
(LbL 2004: 81).
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paper in the Economic Journal, refuting the alleged superiority of direct over 
indirect taxes. This was a rigorous exercise in the economics of the second 
best, of which there is not, so far as we know, another such early example, 
except Jacob Viner’s work on customs unions, which appeared at about the 
same time (see Viner 1950).

In 1950, Ian succeeded Anthony Crosland as Fellow and Tutor in Economics 
at Trinity College, Oxford. He was there for two years, during which he wrote 
two well-known papers: a review article (for which he retained a special fond-
ness) in the Journal of Political Economy (Little 1952a) of Kenneth Arrow’s 
Social Choice and Individual Values, and the paper on “Direct Versus Indirect 
Taxes” mentioned above. He was elected an Official Fellow of Nuffield 
College, Oxford, in 1952, and it remained his base thereafter, despite several 
spells away. After a year at Nuffield in which he wrote a policy-orientated 
book, The Price of Fuel, he was seconded in 1953 to Whitehall for two years as 
Deputy Director of the Economic Section of the UK Treasury, under Sir 
Robert Hall. This spell of government duty stimulated an abiding interest in 
problems of economic management and policy. He continued writing books 
and articles after his return to Nuffield. During 1955–1958, Ian directed and 
published (jointly with Richard Evely) a study of concentration in British 
industry, and wrote articles on capital theory, as well as (jointly with Robert 
Neild and C.R.  Ross) a long memorandum of evidence for the Radcliffe 
Committee on monetary policy. In addition, he collaborated with Paul 
Rosenstein-Rodan on a study of nuclear energy in Italy. Looking back, he 
later described himself in this phase as lacking in focus. He was clearly still 
searching for an area of specialisation.

To this end, the Rosenstein-Rodan connection proved to be critical: he 
invited Ian to join the MIT India Project. The Project Team that went to 
India in 1958 consisted of Ian, George Rosen and Trevor Swan. Ian and Swan 
established a close relationship with Pitambar Pant, the head of the Perspective 
Planning Division of the Planning Commission, and became intimately 
involved with producing India’s Third Five-Year Plan. The nine months in 
India were a turning point in Ian’s career: thereafter, he became primarily a 
development economist.4 For Ian, the road to Delhi was to be the road to 
Damascus. At that preliminary stage, however, his work did not depart much 
from contemporary orthodoxy, and was supportive of central planning. The 
India trip also got him interested in the economics of foreign aid. After a 

4 ‘The nine months that I spent in India was a turning point in my career. I became a development econo-
mist. I felt that there were problems that an open-minded economist could help to solve; and the terrible 
poverty would greatly increase the value of any material improvement one could help to bring about. But 
this was not the main influence. I think this was simply that I liked India and Indians’ (LbL 2004: 107).
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three-month tour of Africa in 1963, funded by the Overseas Development 
Institute (ODI), he wrote two books on the subject (Aid to Africa and 
International Aid, the latter co-authored with Juliet Clifford). These were 
sympathetic to the objective of aid but expressed severe doubts about the 
absorptive capacity of African developing countries at that time.

The breakthrough in Ian’s work on development came after his second trip 
to India in 1965, again on behalf of the MIT India Project. This time, rela-
tions with the Planning Commission turned out to be less cordial. So, Ian 
made his services available to the Bell Mission of the World Bank, which was 
visiting the country. As part of this consultancy, Ian was asked to do an eco-
nomic appraisal of a heavy electrical plant in Bhopal. This project was a clear 
instance of plan-driven import substitution. If the Indian five-year plan model 
was soundly based, this project should have scored high marks. Ian came to 
the opposite conclusion. While doing the project evaluation, he realised that 
the investment made sense only if inputs and outputs were valued at domestic 
market prices. Valued at world prices, which are the true measures of oppor-
tunity cost in an open economy, the project was a waste of money. This was 
the seed from which sprouted his cardinal insight that economic progress in 
many developing countries had gone off the rails as a result of neglecting the 
use of foreign trade.5 This idea was to provide the focus of Ian’s work for the 
next ten years, during which he wrote two path-breaking books.

Both books were initiated during a two-year stint as Vice President of the 
OECD Development Centre in Paris from 1966 to 1968. They were written 
with others but Ian was the driving force. The first, Industry and Trade in Some 
Developing Countries, appeared in 1970 and was co-authored with Maurice 
Scott and Tibor Scitovsky. Using theory, as well as empirical evidence from six 
background country studies, it argued that trade controls, and inward- looking 
policies more generally, impose large economic costs and reduce employment 

5 ‘My work on Bhopal was a major factor in changing my ideas about planning development. I concluded 
that this very large project was seriously flawed in conception, implementation, and current operations, 
and that it promised a very low rate of financial and social return. The project evaluation work of other 
members of the Bell Mission suggested that Bhopal was no exception. If planning threw up many projects 
that seemed to have a very low rate of return, belief in planning—anyway, planning as it was actually 
done was undermined. A related lesson was that one of the reasons for the low calculated rate of return 
was that the advantages of international trade were being neglected. This insight, blindingly obvious as it 
now appears, was then quite a revelation, for the ethos of development economics at the time prohibited 
any attention to the advantages of trade’ (LbL 2004: 129). Note that Ian’s change of view about economic 
planning constituted an abandonment of the earlier influence of Rosenstein-Rodan whose big push the-
ory of economic development argued for rapid industrialisation on all fronts in economies with surplus 
labour in agriculture to take advantage of network effects. While undoubtedly well intended, the big push 
theory is toxic to rigorous and effective economic planning. It makes it acutely difficult to consider eco-
nomic performance piecemeal, as any apparent local failings may be offset by network effects, which are 
easy to invoke but impossible to measure.
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and growth. It advocated radical trade liberalisation, but not laissez-faire: it 
was explicitly in favour of using taxes and subsidies to offset domestic market 
failures. It also showed that some developing countries, notably South Korea 
and Taiwan, were already breaking out of economic stagnation on the basis of 
export-oriented policies. The book had a huge impact on development think-
ing and policy and its message has stood the test of time. There is now a wide 
consensus that an open trade policy is a necessary, though not a sufficient, 
condition of economic transformation.

Ian’s other outstanding book on development, also initiated at the OECD, 
was Manual of Industrial Project Analysis II, Social Cost-Benefit Analysis (Little 
and Mirrlees 1969), published later in revised form as Project Appraisal and 
Planning for Developing Countries (Little and Mirrlees 1974). It was written in 
collaboration with James (later Sir James) Mirrlees and proposed an original 
and constructive scheme of social cost-benefit analysis for project evaluation, 
sensitive to foreign trade opportunities as well as distributional considerations. 
It had a major influence on the practice of project selection in the World Bank 
and elsewhere (see also Joshi 1972). Notably, Ian himself succeeded in per-
suading the Indian Planning Commission to set up a Project Appraisal 
Division.

For many years, Ian’s work as a development economist did not give him 
entry to the UK development economics community. The circle of UK devel-
opment economists was then a closed shop dominated by a “structuralist” view 
that held underdeveloped countries to be a separate family, to which orthodox 
(and especially neoclassical) methods had no application. The role of prices in 
economic development was underplayed because they were seen as chiefly to 
do with distribution, in which regard they could easily be offset by taxation 
and price regulation. That prices have crucial effects through the incentives 
that they create for action, however obvious that may now seem, was not then 
regarded as important.6 If Ian’s decision to become a development economist 
gave him no entry to the national community, it proved to be worth even less 
when it came to recognition in Oxford where, in the 1950s and 1960s, there 
were two regnant camps: Professor Hicks and his followers, and the develop-
ment economics establishment led by Thomas (later Lord) Balogh. The former 
kept Ian at a distance, the latter met his ideas with active hostility.

Nuffield College was the sanctuary in which Ian flourished. Along with 
Max Corden, James Mirrlees and Maurice Scott, he made it a centre of 

6 This last description applies better to British thinking on development than to development theory 
worldwide. Albert Hirschman in particular based his theory of unbalanced growth on the idea that what 
the State does creates incentives and outcomes in the private unplanned sector of the economy.
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excellence to which many of Oxford’s brightest graduate students in econom-
ics gravitated.7 Looking back on Ian Little’s life, it is difficult not to feel some 
sadness and embarrassment for British economics. He rarely received the 
credit due to him, and even when granted it was often reluctantly delivered. 
A Critique was not generally recognised as the masterpiece it undoubtedly 
represents, and Hicks’s churlish rejection of Ian’s work was a disgrace. But it is 
in the field of development economics that the embarrassment is greatest, and 
it is in Oxford that it reached its peak. Ian was a giant of development eco-
nomics, and the Oxford colleagues who rejected him and tried to lock him 
out were shown to be completely misguided. To assume that good ideas always 
win in the end is too optimistic. However, in the case of trade and develop-
ment, Ian, notwithstanding his early rejection, has proved to be on the win-
ning side.

In 1970, Ian was elected to the Professorship of the Economics of 
Underdeveloped Countries at Oxford, and in 1973 to a Fellowship of the 
British Academy. He resigned the Oxford Chair after four and a half years, in 
part because he was uncomfortable in the lecture theatre and hated public 
speaking. He then moved to Washington for two years as Special Adviser in 
the Development Economics Division of the World Bank. While there, he 
initiated a research project on small-scale manufacturing enterprises. (After he 
left, it made slow progress. He returned to the Bank for a few months in 1984 
to write the overview.) He retired to Provence in 1978 but came back to live 
in Oxford after the death of his first wife.

Two of Ian’s non-academic positions are noteworthy: board membership of 
the British Airports Authority (BAA) from 1968 to 1973, and investment 
bursarship of Nuffield College off and on (including a short stint after 
retirement).8 As a member of the BAA board, he had a major influence in 
scuppering the mooted Third London Airport at Maplin. He argued that the 
Roskill Commission had greatly overestimated the benefits of a new airport 
by failing to consider the use of peak-load pricing at existing airports. The case 
for Maplin was at first accepted by the Heath government. But Ian advised 
Tony Crosland, in opposition in 1971, that at most one new runway was 

7 ‘As already indicated, I was now in my own mind a development economist but this was not recognised 
in Oxford. With only two exceptions no postgraduate student of the subject, or from a developing coun-
try, was assigned to me by the university before I became “professor of the economics of underdeveloped 
countries” a decade later and acquired some say in the matter … However, Nuffield College always 
appointed a college supervisor for its students in addition to the university supervisor, and in this way, I 
did acquire a few students, the most famous of whom was Manmohan Singh, Finance Minister of India 
from 1991 to 1996’ (LbL 2004: 114).
8 He was also a member of the UN Committee for Development Planning from 1972 to 1975.
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needed in the London area in the twentieth century. He describes the ensuing 
course of events as follows:

Sometime early in 1974 I had a telephone call from Tony Crosland, then again 
a Minister, asking what he should do about Maplin. I said “ditch it”. He did … 
If I had any decisive influence on this issue, I reckon I earned my somewhat 
niggardly salary many times over (LbL 2004: 145–146).

Ian was co-investment bursar at Nuffield College with Donald MacDougall 
from 1958 to 1962 and Uwe Kitzinger from 1962 to 1965, and investment 
bursar from 1968 to 1970 and 1990 to 1992.

In retirement, Ian remained active and intellectually vigorous and wrote 
several major books and articles. The first was Economic Development: Theory, 
Policy, and International Relations (Little 1982), a brilliant, insightful survey of 
the field of development economics. In 1984, he was invited by Anne Krueger, 
then Vice President of the World Bank, to design a large multi- country research 
project on the macroeconomic policies of developing countries. Seventeen 
countries were studied. Ian’s involvement was considerable. He co-wrote the 
synthesis volume Boom, Crisis and Adjustment (Little et al. 1993) with Richard 
Cooper, Max Corden and Sarath Rajapatirana.9 In addition, he co- wrote one 
of the country studies, India: Macroeconomics and Political Economy, 1964–1991 
(Joshi and Little 1994), with Vijay Joshi. This was shortly followed by another 
book co-authored with Joshi, India’s Economic Reforms, 1991–2001 (Joshi and 
Little 1996a). In his eighties, Ian edited two books, and wrote two others: 
Ethics, Economics and Politics, a concise introduction to the interrelationship of 
the three component subjects of PPE, and Little by Little, the personal memoir 
mentioned above. He was appointed CBE in 1997.

At Nuffield College, Ian inspired many pupils and colleagues. One of his 
great satisfactions was that his doctoral student and friend, Manmohan Singh, 
became Finance Minister and then Prime Minister of India, and instigated 
many of the reforms that Ian had advocated. Ian’s conversational style was 
quiet and reflective, not flashy; its hallmarks were the discerning throwaway 
remark, the mot juste, and the brief but incisive comment that goes to the 
heart of the matter. Despite the economy of words, his presence was mag-
netic; and its impact is captured by Francis Seton when he writes: ‘[His] views, 
however modestly expressed, would command immediate acceptance for 

9 Developing-country macroeconomics is an area in which Ian could fairly be claimed to have had a major 
influence. We have left out any discussion of his contribution to this field to keep the length of this chap-
ter within reasonable bounds. For Ian’s thoughts on the subject and on the World Bank project, see LbL 
(2004: 172–173) and CaR (1999: 90–92 and 250–269).

20 Ian Little (1918–2012) 



480

their lucidity and independence. He had no need to seek effects, to hedge 
about, manipulate the waverers, or lobby the influential…nothing seemed 
more alien to him than showmanship, conformity, plodding exertion, or nail- 
biting discomfiture’ (Seton 1990: 1). It is no surprise that this style did not 
endear him to the great and the good, and it may account for the fact that, 
like his illustrious ancestor Thomas Brassey, he received few of the honours in 
this country that one might have expected to come his way.

Ian’s personality was complex. He was outwardly diffident but had an inner 
core of iron self-confidence. He was deeply serious and high-minded, but he 
was not a puritan; he loved the food, wine and sun of Provence. He was rather 
reserved but gave wonderful parties. He had no ear for music but a very good 
eye for the visual arts. He was well-born but un-snobbish, hated ostentation 
and pomposity, and believed in taxing wealth more harshly than any of the 
political parties do today (see Flemming and Little 1974). He was in some 
ways a correct English gentleman but there was also a wild streak in him, 
manifested by his love of fast cars and by the houses he designed and lived in, 
with their lethal spiral staircases. It was difficult to know what was going on 
behind his steely blue eyes, so people sometimes found him reticent or unap-
proachable, or even slightly frightening. But he was a warm and affectionate 
friend; and in the company of friends he would melt, and talk about people 
and events with ironic amusement. These apparently contradictory elements 
did not in any way add up to a fractured or inconsistent personality. They 
were held together by his personal integrity, his humane and liberal outlook, 
and his zest for life.

Ian married twice. Both his marriages brought him fulfilment, though dif-
ferent in kind. He met Doreen Hennessey, known to friends as Dobs, while 
he was in the Royal Air Force. They married in 1946. They were a stylish 
couple and gave sensational parties that came to be known in Oxford as the 
“parties for dancing economists”. The marriage was not peaceful during its 
middle years because Dobs was battling alcoholism and depression, but its last 
fifteen years were serene. Dobs died in 1984. Life as a widower did not suit 
Ian and, as he often remarked, he was very lucky to meet and marry Lydia 
Segrave in 1991. With her, Ian became young again. They had two decades of 
a rewarding and contented life, travelling the world, visiting art museums, 
doing The Times crossword, seeing friends and working. Lydia sculpted and 
Ian continued to write. He was very proud of Lydia’s talent as a sculptor. She 
survives him, together with his two stepchildren, and a son and daughter by 
his first marriage.
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3  Theoretical Welfare Economics

A Critique of Welfare Economics was the major contribution from Ian Little in 
his early career as an economist. It can also take its place beyond doubt as one 
as the most important publications on economics from the decades of the 
early post-war years. It is striking then to note that it reads less as pure eco-
nomics than do many comparable works of the time. The author is certainly 
an economist, thoroughly grounded in the history and theory of the econom-
ics of welfare. Yet more than any other writer in the field, with the possible 
exception of Kenneth Arrow, he is also a philosopher. We recognise this from 
his insistence that welfare economics is about ethics, and that this aspect of 
the subject cannot be disguised or evaded.

To appreciate this work, it must be seen in the context of its time. These 
were the years of the “New Welfare Economics”. This was founded in the 
rejection of the “Old Welfare Economics” of Mill, Bentham and Marshall, 
which depended upon measurable utility. To these writers, it made sense to 
discuss whether it is a good idea to take £10 from a rich man to give the pro-
ceeds to a poor man, even if leakage created by this transfer reduced the poor 
man’s gain to £3. A comparison of the marginal utility of money of the two 
parties provides a precise numerical answer. This kind of reasoning was a vic-
tim of the revolution in philosophical thinking that was logical positivism, 
and the ideas of the Vienna School. Taken to extremes, as it sometimes was, 
this new philosophy reached such bizarre conclusions as the refusal by the 
Oxford philosopher A.J. Ayer to admit to being an atheist on the ground that 
the proposition “There is no God” is untestable, and hence without meaning.

If arguments are valid only if they discuss exclusively the observable and the 
measurable, there is no room for cardinal utility. The tendency of an econom-
ics that adopted a positivist outlook was to eschew discussion of the distribu-
tion of welfare gains and losses, and to focus on efficiency, and the possibility 
of changes that could make everyone better off. One escape from the con-
straint of positivism was to confine attention to Pareto improvements of this 
kind. If a change could give the rich man £10 and the poor man £3, then 
surely it could be recommended, regardless of the measurement of utility. 
Here the problem is that changes that are Pareto improvements are quite 
unusual. Normally, there are losers, even with the most attractive 
interventions.

It is in response to this difficulty that John Hicks and Nicholas Kaldor 
came up with the concept that came to be called the Kaldor-Hicks criterion 
(the K-H test). According to this test, a change can be recommended if the 
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gainers are able to compensate (bribe) the losers and still be better off. That 
looks appealing, but what exactly does it mean? Are we asked to accept that a 
change that passes the K-H test, plus the required compensation, is to be rec-
ommended? That is no more than a particular case of the Pareto test, and is 
similarly limited in scope. Instead of such a narrow application, the K-H test 
did not require that the compensation be paid.

Then Tibor Scitovsky showed that the reversal of a K-H improvement 
could also pass the K-H test. With inefficient states, well inside the produc-
tion possibility frontier, there is plenty of surplus to pay compensation, so 
Scitovsky’s finding is not unexpected. It is to this confusing tangle of ideas 
that Ian brought his sharp and precise intellect. In place of the K-H test, he 
proposes a two-item checklist for a change to count as a welfare improvement. 
First, it would produce a not-unfavourable redistribution of income; and sec-
ondly, the losers from the change could not bribe the gainers to vote against 
it. These two tests together define the “Little criterion”. The second test takes 
care of Scitovsky’s point.

The first three chapters of A Critique develop carefully and thoroughly the 
theory of welfare comparisons based on the choices made by individuals in 
market situations. It is shown how consistent choices can generate indiffer-
ence curves (or behaviour curves) that provide a behavioural definition of 
“better off” for an individual consumer. The many difficulties that this 
approach encounters are noted at every step. Ian eventually relies on the pos-
sibility that the theory might work better for an average individual than for a 
particular genuine individual. One of the striking features of A Critique is its 
focus on the central field of a basic welfare economics. Its author refuses to be 
diverted towards extensions, such as dynamics, or the cardinal utility mea-
sures of von Neumann and Frank Ramsey. He is aware of this material, but 
chooses not to go down those side roads. As the reader will learn from A 
Critique, there is plenty to be done with the most elementary welfare econom-
ics; and the author does just that.

The balance between rigorous scepticism, and a determination to achieve 
what can be achieved, is perfectly captured in the short paragraph that closes 
Chapter III of the volume:

We must not pretend that our analysis is anything but rough and ready. As we 
have already implied…it is particularly inapplicable in respect of choices 
between jobs, and different hours and kinds of work. Nevertheless, enough has, 
I think, been said to show that it would be foolish to dismiss the whole of wel-
fare economics solely on the ground that the analysis of “individual” behaviour, 
on which it rests, is hopelessly at variance with the facts (Little 1950: 50).
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Chapters IV and V of A Critique move on from the behaviour of individu-
als and the evaluation of individual welfare to the difficult fields of the distri-
bution of welfare, interpersonal comparisons, and value judgements. This is 
economics, yes; but truly it is high-standard philosophy. Central to Ian’s case 
is a head-on assault on the clear fact-value distinction of David Hume and 
G.E. Moore. These writers insisted that “is” propositions cannot yield “ought” 
propositions. The same distinction was the basis of Lionel Robbins’s claim 
that when economists argue that the abolition of the Corn Laws was a good 
thing, this is not science. If the effect of the abolition was to harm landlords 
and benefit workers, the evaluation of that change depends upon the value 
judgement that the landlord losses count for less than the worker gains. The 
K-H test is designed to jump over that difficulty without confronting it. Ian 
allows himself no such easy ride. He shows in detail how slippery is the dis-
tinction between fact and value.

Central to his argument is the observation that terms such as “happy” or 
“better off” do not refer to the entirely subjective and personal, as it might be 
maintained does “tastes good”. Even this last term cannot be completely sub-
jective. A man who says that raw sewage tastes good is not truthful. Also, 
some terminology that appears to be no more than a value judgement reflects 
commonly understood criteria for its application. So, while the description “a 
good man” may be less precise than “a tall man”, it is not available for anyone 
to use as he likes. To say that a mass murderer is a good man is simply to reveal 
linguistic incompetence. Now the sentence ‘John would be happier if he gave 
up drinking’ can be considered a positivist statement. One who insists on a 
rigid fact-value distinction cannot claim that this last sentence does not entail 
a value-loaded recommendation that John gives up drinking. Clearly, the 
positivist statement does imply a recommendation in favour of abstinence in 
John’s case. A crucial conclusion of Ian’s detailed analysis heads a list at the 
end of chapter IV: ‘Interpersonal comparisons of satisfaction are empirical 
judgements about the real world, and are not, in any normal context, value 
judgements’ (ibid.: 68).

Chapter VII is a short chapter devoted to the social welfare function, such 
as is proposed by Bergson and Samuelson. Little (1952a: 425) states that he 
has not taken note of Arrow’s book on social choice (see Arrow 1951) because 
‘it has no relevance to the traditional theory of welfare economics’. This view 
is strange because Arrow arrived at his impossibility theorem after he had 
attempted unsuccessfully to arrive at a formal justification of the social welfare 
function. His analysis shows that, given his other axioms, one individual must 
be decisive concerning a pairwise choice, which violates his no-dictatorship 
axiom. This is quite similar to the conclusion reached by Little, who 
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characterises the social welfare function as the objective of ‘a Superman’, that 
is, a dictator.

Chapters VIII and IX of A Critique examine the optimal conditions of 
production and exchange: equal marginal rates of substitution for different 
individuals or producers. Yet the important point delivered by these chapters 
is that the satisfaction of one of these conditions is not sufficient for an opti-
mum, however defined, if other marginal conditions are not satisfied. For 
example, direct taxation is not necessarily superior to indirect taxation when 
direct taxation destroys the equality between the rates of transformation and 
substitution of leisure and goods. This type of argument is now always called 
the theory of the second best. Little is perhaps its originator, although a few 
would realise that. As he himself put it: ‘Unfortunately for me, I did not name 
the theory!’ (CaR 1999: 8).

Marginal conditions do not work when there are indivisibilities. A bridge 
across a river is either built or not built; one cannot have a little less bridge. 
Ever since Marshall, this problem has been treated by applying the theory of 
consumer surplus to focus on the difference in total utility that the bridge 
delivers. This approach was obviously undermined when cardinal utility was 
abandoned. Hicks applied much energy to rehabilitating the concept without 
cardinal utility, while Little took a different route, preferring direct ordinal 
assessments of lumpy changes. So, Hicks and Little differed sharply on two 
separate questions: the K-H test, and consumer surplus.

The remaining chapters of A Critique (XI-XIV) examine output and price 
policy for public enterprises; the valuation of national income; welfare theory 
and international trade; and welfare theory and politics. Chapter XV con-
cludes. There are numerous sharp insights in these discussions, and also some 
intriguing surprises. Take, as an example of cutting analysis, the question of 
marginal-cost pricing for public enterprises. It is evident that the theory of the 
second best will take issue with a simplistic argument in favour of marginal- 
cost pricing. This is because with average costs far higher than marginal costs, 
as is typically the case with public enterprises, such as the railways, strict 
marginal- cost pricing leaves a large revenue gap to be filled. There is no non- 
distorting way of raising that revenue, so the case in favour of marginal-cost 
pricing collapses. Little goes further by showing marginal cost to be a slippery 
concept. In the short run, marginal cost oscillates wildly, as when the mar-
ginal cost of a rail journey varies according to how crowded are the carriages. 
In the extremely long run, marginal cost is much the same as average cost.

Given his espousal of the second best, one might expect Ian to reject the 
case for free trade. His actual position is more subtle and interesting. In the 
preface to the 2002 edition of A Critique he writes:
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The basic fallacy is that the free trade dogma neglects the distribution of income. 
Fifty years later I can find no fault with this. However, I fear that the cursory 
reader might think that I believe that free trade generally worsens the distribu-
tion of wealth both between and also within countries. On the contrary, I 
believe that for most developing countries, especially the poorest, trade benefits 
the poor: this is because exports are relatively labour intensive, and raising the 
demand for labour reduces poverty (Little 2002a: xii).

A good way of assessing the weight of the contribution that is provided in 
A Critique is to ask what a contemporary undergraduate studying welfare 
economics would lose if told to read nothing but that one volume. The answer 
must be that this imagined student would not be badly disadvantaged. Of 
course, there are numerous other references that would benefit that individ-
ual. Ideally, he or she should certainly study some social choice theory, which 
does have relevance for classical welfare economics. Also, the welfare econom-
ics of risk and uncertainty, and intergenerational welfare, should not be 
neglected. Analysis using welfare weights, rejected by Hicks and only adopted 
later by Little, is moreover hugely valuable. Yet a must-have tool kit of welfare 
economics, with the correct emphasis on the distribution of welfare, is all to 
be found in the pages of A Critique.

4  Project Evaluation

Many economists if asked to nominate Ian’s major contribution to devel-
opment economics would select his work on project evaluation. Given that, it 
is notable that his entry to that field was almost accidental. It was not that he 
sought out the question of how to evaluate projects. Rather, the issue landed 
on his desk while he was with the OECD in Paris:

The other main product of my two years at the Development Centre was the 
OECD Manual of Industrial Project Analysis. This was jointly authored by myself 
and Jim Mirrlees. This was not the outcome of research that I had started. The 
Development Centre had already commissioned a French consultancy firm to 
produce such a manual, soon after it heard that the UN was doing so. A draft 
arrived which I thought terrible. I criticized it fundamentally, and revisions were 
promised. I considered the revised draft which eventually arrived to be still 
unacceptable. A small conference was called, most participants of which sided 
with me. But I had to threaten resignation to get the ball rolling. Baron [the 
then President of the OECD Development Centre] was convinced that my 
opposition simply stemmed from an Anglo-Saxon attitude (LbL 2004: 132).
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Here, the discussion of the contribution made to project evaluation theory 
by Little and Mirrlees (henceforth L&M) will concentrate on their 1974 pub-
lication (henceforth Project Appraisal) rather than the original 1969 manual.10 
Two reasons support this choice. First, the 1974 book develops and presents 
their ideas more thoroughly and richly than the original. Secondly, the later 
publication responds in detail to the UNIDO Guidelines volume published 
between the two in 1972 (see Dasgupta et al. 1972). A comparison of the 
L&M approach and that of UNIDO is made difficult because the two vol-
umes have distinct orientations. To put it simply, UNIDO is far more theo-
retical whereas L&M originated as a manual and remains as such in the 
developed 1974 exposition. A manual is literally something to be held in the 
hand, like a guide book for workers in the field. For this reason, the L&M 
exposition is intensely practical and offers detailed guidance concerning short 
cuts and approximations.

Fundamentally, L&M and UNIDO follow similar paths in that they adjust 
market-based returns by using shadow prices that are designed to better reflect 
social valuations. A difference between the two methods that received great 
attention is in itself of limited significance: the two systems use different 
numeraires (accounting units). The choice of a numeraire cannot of itself 
make a great difference. However, once a numeraire has been selected, conver-
sion factors are required, that is, formulae to convert other values, such as 
wage rates, into values expressed in the numeraire. Then the details of conver-
sion can make a substantial difference. The L&M numeraire is uncommitted 
social income measured at border prices, which contrasts with UNIDO’s 
aggregate consumption measured at domestic market prices. To cut short 
what could become a lengthy discussion, it suffices to say that the L&M 
method is simpler and more reliable in practice. This is because it avoids the 
complex issue of deciding how far domestic market prices correctly reflect 
their contribution to consumption. In a highly distorted economy this is a 
complex exercise. L&M, on the other hand, avoid this tangled maze, either 
because if the good is traded one goes directly to the border price or, if it is not 
traded, its value can be measured at its marginal cost of production, broken 
down into its direct and indirect traded-good content (valued at border prices) 
and labour costs.

The focus of any project evaluation exercise is on the particular project and 
the numerical values associated with it. For that reason, the impression is too 
easily arrived at that the theory is entirely microeconomic, concerned only 

10 The two publications are the Manual of Industrial Project Analysis, II, Social Cost-Benefit Analysis (1969) 
and the Project Appraisal and Planning for Developing Countries (1974).
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with the project itself. This would be a mistake, and it is a great merit of the 
L&M method that it shows in a clear light how the evaluation of the indi-
vidual project must be embedded in a global perspective that reflects the entire 
economy. The point can be illustrated via the consideration of a crucial value 
in any social return calculation, the shadow price of labour. The L&M for-
mula for the shadow wage (SWR) is derived from the following:11

 SWR = + −( ) + −( ) −( )′m c c s c m1 1 /  

where c′ = value of consumption at market prices, including items that do not 
directly contribute to welfare such as transport costs; c = welfare-producing 
consumption; m = marginal productivity of the wage earner; and s = the value 
of uncommitted government income in terms of consumption.

The first term in the above equation is the marginal product of labour, the 
second term adds the costs of delivering consumption, such as transport costs, 
and the third term shows the increase in consumption of the marginal worker 
minus that part of it which is reckoned to be a benefit. The final total SWR is 
in domestic local-currency value. That must be converted to the numeraire 
(foreign exchange) by the application of the shadow exchange rate. This last 
number is an economy-wide value with which all project evaluators will be 
provided.

The derivation of the SWR illustrates beautifully some of the basic princi-
ples that underlie the L&M analysis. Wages display two contrary aspects. On 
the one hand, they are a welfare benefit; they provide workers and their fami-
lies with consumption, and the higher they are the more consumption they 
provide. On the other hand, they are a cost to the national budget because 
each rupee of wage paid out might otherwise be applied to beneficial govern-
ment expenditure. In a simple case, let (c′  −  c) be zero, so no additional 
resources are devoted to the provision of consumption. Also, let m equal zero 
because, for example, labour employed on the project comes from agriculture 
where the marginal worker adds nothing to output. Furthermore, assume that 
workers consume all their wages, there being no saving. These are not realistic 
assumptions, but they help to show the principles of SWR calculation in a 
clear light. Then the formula for the SWR reduces to the following:

 SWR = −( )1 1 / s w 

11 See Little and Mirrlees (1974: 271). The formula shown in the text is not quite correct given the defini-
tions of the variables at the top of the same page. This problem has been taken care of here by the provi-
sion of different definitions of the variables to make the formula correct.
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where w is the market wage rate that the project will have to pay. Note that 
the SWR is below the market wage rate. This implies that public sector proj-
ects evaluated positively by the L&M method will be more labour intensive 
than would be a similar project chosen to maximise profit in the private sector.

Another important value for the accurate assessment of projects is the 
accounting rate of interest (the ARI), the number that measures how future 
numeraire values are weighted relative to current numeraire values. This rate 
of interest may vary over time, but the discussion concentrates reasonably on 
the case where it is nearly constant. The role of the ARI is to act as a gate-
keeper for the projects being assessed. It must not accept too many, when 
taxes would have to rise sharply, and present consumption would be depressed 
excessively. Equally, it must not accept too few, when welfare-increasing pos-
sibilities would be wasted. The questions at issue here are easier to answer in a 
classroom on a blackboard than in reality. The two fundamental effects that 
need to be taken into account are the rate at which per capita consumption 
will rise, and the root discounting of the future that reflects the impatience of 
the planner (or the population). Growth of per capita consumption argues for 
weighting future consumption more lightly. Impatience adds an additional 
effect in the same direction. These two effects together generate an ARI that 
should be equated to the rate of return on the marginal project—the one that 
only just gets accepted. L&M discuss an interesting, although special, case in 
which the return on private investments provides a useful estimate of the ARI.

The OECD Manual was hugely influential. It generated important empiri-
cal studies that applied its methods in the field.12 It also played a crucial role 
in promoting formal rule-based project evaluation methodology in the World 
Bank. For many years in that institution, project evaluation and Little/
Mirrlees became synonymous. These successes were in sharp contrast to the 
largely hostile reception of the OECD Manual in Britain, and notably in 
Oxford. As Little writes:

The OECD Manual was strongly attacked by the development establishment, 
especially the Oxford branch. The essential principle it promoted was that, in 
considering the costs and benefits of domestic production of something, both 
export possibilities and the alternative of satisfying domestic demand by import-
ing should be carefully considered. The implied insistence on trying to use inter-
national trade optimally was anathema to those who had been taught that free 
trade was a colonial tyranny designed to ensure that developing countries would 
forever produce only primary commodities … Since those days relatively open 

12 See, inter alia, Little et al. (1970), Scott et al. (1976) and Stern (1972).
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trading policies have become more widely practised in developing countries, 
and few would now deny the benefit of such policies. But I myself continue to 
be reviled as The Great Satan in some development schools (LbL 2004: 138).

The critiques of L&M pursued many arguments, these of variable merit. 
The February 1972 edition of the Bulletin of the Oxford University Institute for 
Economics and Statistics was devoted entirely to a symposium concerned with 
the OECD Manual. Several of these papers, including one by Vijay Joshi, 
took a favourable view of L&M, and the paper by Nicholas Stern on an appli-
cation to tea farming in Kenya provided a valuable example of the L&M 
method in practice. Partha Dasgupta’s paper compared the OECD and 
UNIDO manuals. In contrast, the long paper by Frances Stewart and Paul 
Streeten is not unlike a prolonged artillery assault on L&M (see Stewart and 
Streeten 1972).13 Elsewhere, a paper by Amartya Sen explored the issue of 
irrational (or at least immovable) government policies (see Sen 1972), a point 
also stressed by Stewart and Streeten.

Leading issues raised by the Oxford critics of L&M are the following: irra-
tional governments; economic linkages; and non-traded goods. It was claimed 
that L&M assume that the government of the country to which project evalu-
ation is applied is as rational and detached as the authors themselves. Another 
assertion is that L&M ignore the multiple linkages—forward, backward, and 
sideways—that are characteristics of underdeveloped countries. The final 
claim from the prosecution is that L&M give insufficient weight to non- 
traded goods and fail to price them correctly.

In the final paper in the Bulletin of the Oxford University Institute issue, 
Little and Mirrlees provide a vigorous and robust reply to their critics. They 
agree that recommendations may be conditional on a rational government 
response but note that the implication of an irrational response is often con-
tained in the recommendation. Thus, if the project evaluator recommends the 
adoption of a scheme to manufacture motor vehicles domestically, provided 
that the engines are imported, this implies, and that could be made explicit, 
that the scheme should not be adopted if the government insists on all pro-
duction being domestic. On linkages, L&M confirm their scepticism con-
cerning their universality and measurability, yet point out that if a linkage is 
evident and important it becomes part of the project, to be assessed with other 
components of the same. They underline their flexibility concerning the 
shadow pricing of non-traded goods, such as electricity supply in many 

13 All the other papers (except Sen’s) mentioned in this and the succeeding paragraph are to be found in 
the same issue of the journal.
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countries. Non-traded goods can often be priced by their opportunity costs in 
terms of traded goods. If that is not possible, the values in domestic prices can 
be translated to border values using the conversion factor that already figures 
in their analysis. Notable in the L&M response is how, rather than mounting 
new arguments, the authors usually point their critics to what is already there 
in the Manual.

The 1970s were the years when project evaluation based on cost-benefit 
analysis was at its high point, both in developed and developing countries. 
Since then, its status has declined, although it is still used (or abused).14 A 
leading problem that emerged when institutions such as the World Bank tried 
to impose the method is that project evaluation proved to be strongly liable to 
manipulation. As L&M show clearly in their writing, estimates and guesses 
have important parts to play. That opens the door to biased estimates designed 
to achieve a particular result—usually the acceptance of a dubious project. A 
senior Indian civil servant once told one of the authors of this memoir that, 
given the book of rules, he and his colleagues could arrange for almost any 
favoured project to get over the finishing line. In fact, the bias affecting proj-
ect evaluation is two-sided. Governments receiving aid favour certain projects 
and will twist the assessment process to favour those schemes. Lenders also 
have their own biases. They are not paid for turning down projects; their job 
is to lend money. So, a rigorous tough approach to project proposals does not 
suit donors any more than recipients. Little was sharply aware of the problems 
created when political forces encroach on project evaluation. He writes: ‘The 
main difficulty facing cost-benefit analysis is that large public, or publicly 
subsidized, investments are a source of prestige, patronage, and kick-backs for 
those in power, and their relatives and cronies. They do not want their proj-
ects submitted to hard-nosed appraisal by economists’ (LbL 2004: 142).

Aside from the problems of manipulation discussed above, there is another 
major reason why cost-benefit analysis on L&M lines has declined in impor-
tance. A leading motivation for the L&M approach, and the same could be 
said of the UNIDO method, is to surmount the misleading price signals prev-
alent in highly distorted economies, especially those subject to strong and 
unbalanced trade protection. All this has become far less important as devel-
oping countries have become more open, their markets less interfered with, 
and their tariffs and controls diminished, often to levels below those of rich 
industrial countries. A great deal of credit for this belongs to Ian and to 

14 A current case in point is the claimed benefits of the proposed hugely expensive high-speed rail link in 
the United Kingdom between London and Birmingham, and points north. The benefits concerned are 
hard to measure and highly impressionistic. The costs are massive, and sometimes neglected. This is an 
exercise more in political persuasion than in genuine evaluation.
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economists who thought on similar lines. So, perhaps Little, the trade and 
protection specialist, was the executioner of Little, the project evaluation 
innovator. If that is the case, he would probably not have minded.

5  Trade and Development

So influential have been the ideas of Ian Little, and parallel thinkers, on the 
role of trade in economic development that it is difficult now to recover the 
intellectual climate of early post-war economic thinking on this topic. To put 
it simply, an orthodoxy of that time held that trade was ineffective, unneces-
sary, and a dangerous break on development. This view was underpinned by 
the belief that the way to economic advancement took the form of industriali-
sation, and that this required the protection of infant industries from foreign 
competition. One finds this kind of thinking in many newly independent 
countries, but it is well illustrated with India because that country produced 
one of the most articulate expressions of anti-trade thought.15 Two ideas pow-
ered this philosophy. First, it was felt that colonialism had hampered Indian 
industrialisation for selfish reasons, a claim that was not without foundation, 
and that policy should now reverse that tendency. Secondly, self-sufficiency 
was seen to be an ideal, supposedly because it offered more security than the 
perils of dependence on trade.

For India, the Soviet Union provided a model of successful economic 
development for a large country based on forced industrialisation and little 
international trade with the capitalist West. There was an appreciation of 
undoubted Soviet successes, including the defeat of Nazi Germany, rapid 
growth, and impressive development of some sectors. For example, the Soviet 
Union had by a long way the world’s largest shoe industry. However, there was 
less understanding of the severe deficiencies of the Soviet economy. Agriculture 
was a disaster sector, the victim of forced confiscation of output, collectivisa-
tion, and discriminatory pricing. The delivery of consumer goods was 
extremely poor. Even those millions of shoes were in wrong sizes and styles. 
Crucially, the basic mechanism of the planning system was misguided. Output 
was crudely measured with quantity counting for much more than quality. 
Producers operated with soft budgets, encouraging them to waste such inputs 
as they could obtain. For such a lavishly forested nation to suffer a timber 
shortage was an astounding achievement. The closed nature of the economy 

15 The Prebisch-Singer hypothesis that held that the terms of trade would inevitably move against primary 
product exports was another argument for industrial self-sufficiency.
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implied that economic planning was directed to achieving targets without the 
question of whether national comparative advantage favoured those outputs 
ever being considered.

Indians, like everyone else, were in a poor position to view the true nature 
of the Soviet economy, hidden as it was behind propaganda and misleading 
statistics. Had they been able to enjoy a clearer view they could have drawn 
useful lessons concerning economic management and economic planning. 
Among these lessons would have been the danger of grandiose projects under-
taken without proper assessment of costs and benefits. Another lesson would 
have been the cost of neglecting export opportunities. Had forestry not been 
starved of inputs, the Soviet Union could have exported timber to its benefit 
rather than failing to meet even domestic needs. Finally, the five-year plan 
model, under which growth targets for various sectors were laid down in 
advance, led to the misallocation of scarce inputs and the underweighting of 
consumer needs.

Whatever the problems of economic planning, it was required in some 
form by newly independent countries. Hardly anyone thought that simply 
introducing laissez-faire would produce the results required. The question was 
what form should planning take, and, in particular, in what direction it should 
point economic development? Should it favour heavy industry over light? 
What place should it give to international trade, to imports and to exports? 
Little was a product of his time, and he started out firmly in favour of eco-
nomic planning. However, over time, experience and sharp observation mod-
ified his views. Autobiographies too often take the form of a prolonged 
monologue on the lines of ‘I was always right, and everyone else was wrong’. 
This was foreign to Ian’s character. He freely admitted to alterations in his 
position:

I am widely regarded as having shifted from uncritical belief in dirigiste planning 
to excessive trust in the price mechanism. Apart from the adjectives, this is 
broadly true. All economists are conversant with the faults of the price mecha-
nism, some would suppress it altogether. Many liberals, including myself, 
wanted to tinker with it, and to rely on government to implement the tinkering. 
We were slow to realize that the most prevalent reason for market failure was 
government itself. Governments were driven by false economic ideology—
heavy industry, protection, and import substitution—and also became increas-
ingly self-serving and corrupt. My own change in emphasis is obvious … It was 
driven by experience and research. However, although the change is insidious 
from 1960 to 1990, my India visit of 1965 was a watershed. It led directly to my 

 C. Bliss and V. Joshi



493

research programme at the OECD, and hence to increasing emphasis on free 
trade and the reduction of domestic controls (CaR 1999: 81).

Ian’s evolving views on trade and development were laid out extensively 
and provided with solid empirical support in the fine volume that he co- 
authored with Tibor Scitovsky and Maurice Scott, henceforth Industry and 
Trade. This volume draws together the conclusions of several OECD studies 
of individual countries—Brazil, India, Mexico, Pakistan, the Philippines, and 
Pakistan. The essence of the approach adopted in this volume is the following. 
Beginning students of economics learn that the advantages of international 
trade lie in the exploitation of comparative advantage: a country should do 
what it does relatively best, and rely on imports for what it does badly. It then 
seems clear that numerous qualifications destroy this simple conclusion. 
Among these are terms of trade that vary with the volume of exchange, exter-
nalities and infant industry considerations, issues of income distribution, and 
more. In Industry and Trade, we find a forensic analysis of the multiple effects 
of protection and economic planning biased towards heavy manufacturing, 
and hence inevitably biased against agriculture and light manufacturing. Most 
importantly, this policy obliterates the possibility of taking advantage of 
opportunities for exports, that is, exactly those exports that have proved to be 
the foundation of economic growth in the successful East Asian countries, 
such as South Korea and Taiwan.

Industry and Trade is a volume that cannot be fairly summarised in a short 
chapter. It examines the issues involved in great depth and breadth. However, 
picking out some of its leading points gives a good sense of its contributions. 
Chapters 2 and 5 discuss the magnitude of protection, and distinguish 
between the “nominal” rate of protection (how much protection raises domes-
tic prices), and effective protection (how far protection permits the value 
added in production to exceed what it would be in its absence). Effective 
protection is often far higher than its nominal cousin, and sometimes, when 
outputs are more heavily protected than inputs, even allows activities with 
negative value added at world prices to survive.

Chapter 6 looks at the pernicious consequences of reliance on controls, a 
characteristic of a planned, and overplanned, economy. Widespread controls 
on investment and other activities are costly and they blunt private initiatives. 
Entrepreneurs gain more from playing the planning system than from innova-
tion and productivity improvements. Industrialisation has aggravated income 
inequalities. The extra profits made in industry are not a net gain to the com-
munity. Protection of large-scale industry implies the anti-protection of light 
industry and agriculture, sectors in which incomes are low. Chapter 2 notes 
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that a major source of saving and investment is the profits of heavy industry 
inflated by protection. These profits are invested to a great extent in the same 
industries that generated them, thus adding force to the bias against light 
manufacturing and agriculture. Protection biased in favour of heavy industry 
is bad for employment and the full utilisation of capital. Finally, and crucially, 
the protection of heavy industry leads to the neglect of comparative advan-
tage. This echoes points made above concerning biases in the Soviet system.

6  The Indian Economy

Ian Little’s connection with India extended for more than fifty years and was 
the inspiration for a good deal of his work after he wrote A Critique. We have 
already covered his first visit in 1958, while he was favourably disposed to 
Indian planning, and his second visit in 1965, when he became disillusioned 
with it. A major reason for the disillusionment was that he became convinced 
of the falsity of “elasticity pessimism”, which was one of its central tenets. This 
change of view, in conjunction with his field experience in project analysis, 
strongly influenced his thinking on methods of project selection for develop-
ing countries. The first fruits of this can be seen in “Public Sector Project 
Selection in Relation to Indian Development”, an article that was published 
in an obscure book in 1969.16 Many of his distinctive ideas, in particular the 
use of world prices as shadow prices for tradable goods, later refined in col-
laboration with James Mirrlees, can be found in this seminal piece. More 
generally, Ian’s second thoughts on India’s development strategy, along with 
early evidence of the success of export-oriented growth in the “Gang of Four”, 
prompted him to mount the large OECD project on trade and industrialisa-
tion policies in developing countries. Six countries were selected for close 
examination; one of these was India. The volume on India, written by Jagdish 
Bhagwati and Padma Desai and published in 1970, became a classic in its 
own right. Following the OECD project, and until his retirement, Ian did not 
work directly on India but maintained his strong links with the country.

After he retired, Ian wrote extensively about the Indian economy. This 
came about as a result of the project on macroeconomic policy in developing 
countries that he initiated at the World Bank in the mid-1980s. He wrote the 
India volume with Vijay Joshi as his co-author, and it was published by OUP 

16 The article was written in 1965. One of the authors of this memoir attended the seminar in Nuffield 
College at which it was presented and remembers the mixture of admiration and outrage with which it 
was greeted. The article was published as Little (1969); it has since been reprinted in CaR.
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in 1994 under the title India: Macroeconomics and Political Economy, 
1964–1991. This was the first systematic assessment of Indian macroeco-
nomic policies from the death of Pandit Nehru until the inauguration of the 
liberalising reforms of 1991. The book was divided into three parts. Part One 
was an introduction to India’s history, institutions and markets. Part Two 
examined four major macroeconomic crises that the country experienced dur-
ing this period—in 1965–1967, 1973–1975, 1979–1981, and 1990–1991. 
To put it very crudely, the first three crises were mainly the result of exogenous 
events, in particular droughts and oil price increases. The fourth was different. 
It resulted from the pursuit of unsustainable fiscal policies during the 1980s. 
The authors analysed in depth the causes and resolution of the crises, with 
particular attention to the shortcomings of stabilisation policy. Part Three was 
concerned with longer-term trends in policy. Separate chapters were devoted 
to fiscal, monetary, and trade and payments policies, and to the connection 
between macroeconomic policy and long-run growth. A distinctive contribu-
tion of the book was that it demonstrated a link between microeconomics and 
macroeconomics in the Indian context. Before this book, the fashionable view 
about Indian economic policy was that it was unsound microeconomically 
but sound macroeconomically, and that these phenomena were positively 
related—in other words, the controls that led to microeconomic inefficiency 
helped to attain macroeconomic stability. In contrast, one of the central con-
clusions of the book was that India’s control system was not only microeco-
nomically inefficient but macroeconomically perverse. In CaR, Ian writes 
about this book, ‘It was the first and only full macroeconomic history of India 
since the death of Nehru and will, I hope, prove to be the definitive study of 
the period’ (CaR 1999: 92).

By the time that book was published, India had embarked on an ambitious 
reform programme designed to move the economy towards greater openness 
and market orientation. Joshi and Little got a grant from the Overseas 
Development Administration to carry out an appraisal of this programme. 
The book that resulted—India’s Economic Reforms, 1991–2001 (Joshi and 
Little 1996a)—was the first systematic assessment of India’s reforms. It went 
into seven impressions and made a significant impact. There were five chap-
ters, apart from an introductory and a concluding chapter. Chapter 2 on sta-
bilisation policy showed that government deficits and debt were on an 
unsustainable track, and that fiscal consolidation was imperative. On balance-
of-payments policy, it was supportive of India’s decision to opt for a managed 
exchange rate, buttressed by targeted capital controls, and by occasional ster-
ilisation of reserve accumulation, in order to prevent excessive exchange rate 
appreciation caused by exuberant capital inflows. This policy proved its worth 
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during the build up to the East Asian crisis of 1997. Chapters 3–5 undertook 
a critique of structural reform. The authors took the view that while India had 
made a good beginning, the reforms were partial and incomplete. On trade 
and indirect taxation, they argued that India should move to a uniform value-
added tax, harmonised between the central government and the states, with 
few exemptions, supplemented by a uniform tariff no higher than 10% for 
industry as well as, more controversially, for agriculture.17 They drew atten-
tion to the superabundance of government subsidies, explicit and implicit. 
Fertilisers, fuel, electricity, irrigation water, and many other goods and ser-
vices that are not public goods were sold well below their costs of production. 
The beneficiaries were preponderantly the better off sections of society. 
Winding up these subsidies would improve resource allocation and yield more 
than enough fiscal savings to compensate the poor. On industrial policy, the 
book argued for privatising state-owned enterprises producing tradable goods. 
In these sectors, international competition would annul the main argument 
for nationalisation—namely the possibility of monopolistic exploitation. 
Public sector enterprises producing non-tradables should be broken up into 
competitive and naturally monopolistic elements. The former should be pri-
vatised; the latter could be privatised or left in State ownership, but in either 
case independent regulation was essential. The economy’s poor infrastructure, 
which was mainly in State ownership, was identified as a critical constraint on 
growth. The book also argued strongly that liberalising output markets was 
not enough. Factor markets needed reform. Company laws, labour laws and 
urban land law had combined to make the economy highly inflexible and to 
impede labour-demanding, inclusive growth. Chapter 6 considered the social 
sectors. It argued that well-designed public employment schemes were supe-
rior to food subsidies (distributed via the highly inefficient public distribution 
system) as instruments of poverty alleviation.

Since the book was written, India’s reform programme has made significant 
progress. But many shortcomings remain, including a bias against employ-
ment and the continuing presence of counterproductive subsidies. These fail-
ings were clearly identified and analysed in the 1996 book.

17 The authors recognised that there is a theoretical case for non-uniformity but preferred a uniform rate 
for various pragmatic reasons. On agricultural trade liberalisation, they argued that it would raise prices 
and profits for farmers producing the principal crops. This would enable the elimination of various ill- 
judged subsidies to agriculture. The rise in output prices would hurt the poor but they could and should 
be compensated by direct transfers, which would require reform of the public distribution system. These 
changes would not be easy but the net benefits would be large.
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7  Ian as Investment Bursar

Ian Little’s experience of portfolio investment began with his appointment as 
one of the two investment bursars at Nuffield College in 1958. At that date, 
Nuffield ceased to be a department of the University and became responsible 
for the management of its own funds. Ian served with Donald (later Sir 
Donald) MacDougall, and subsequently with Uwe Kitzinger. The College’s 
broker was Vickers da Costa, and its Chairman, Ralph Vickers, advised the 
bursars directly, this advice being delivered via a daily telephone call that 
reported on the state of the market. The performance of the College’s invest-
ments in the first four years, with Ian partly in charge, was outstanding. This 
owed much to Ralph Vickers’ unusual investment skills. He studied company 
reports with forensic care, an approach that had served Keynes well when he 
was a successful investor, as it did later for Warren Buffett.

Vickers was an extraordinary individual. His warmth and huge generosity 
gave him friendships with left-leaning academics despite his own right-wing 
politics and his support for apartheid South Africa. He was an active and dar-
ing investor. He was not afraid to select the unorthodox and to bet on rela-
tively short-run movements. Riding price bubbles is notoriously dangerous, 
and it is a measure of Vickers’ judgement and intuition that it protected him 
and his clients from the worst perils of high-risk investment. A striking exam-
ple of this comes from a time long after Little had ceased to be an investment 
bursar. Vickers put the College into Asil Nadir’s Polly Peck conglomerate, to 
show a considerable profit, and got out of that stock in good time before the 
company was exposed as a sham and went bust. The daily telephone conversa-
tions with Vickers were hugely enjoyable, but resulted inevitably in too much 
trading (“churning” as it is now called), a bad investment strategy, though 
profitable to a broker on commission for trades.

One of the investment trusts that served the College well was the Vickers 
da Costa Insecs (Investing in Success) fund. This fund was based largely on 
the principle of investing in firms that had shown a high rate of growth of 
earnings per share in the past. This strategy was surprisingly successful for 
some time. The success is surprising because the policy is based on two 
assumptions. First, it is assumed that earnings are positively serially correlated. 
Secondly, the strategy only succeeds if stock prices do not reflect that correla-
tion, as what would now be called the efficient markets hypothesis would 
require. The serial correlation of earnings is such a natural and intuitive idea 
that it takes an unusual intellect to question it. That intellect was Ian Little’s. 
As he writes: ‘However, I was unhappy that there was no statistical proof that 
past growth was a good predictor of future growth. I feared that our success 
might be based on an illusion, which could not last’ (LbL 2004: 113).
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The result of these ruminations was a short paper with the eye-catching 
title of “Higgledy-Piggledy Growth”, published in November 1962, and sub-
sequently a small book co-authored with A.C. Rayner, published in 1966, 
Higgledy-Piggledy Growth Again. These studies destroyed the notion that there 
are growth stocks whose future earnings performance can be predicted from 
the past. This discovery was embarrassing because Ian was an Insecs Director 
(a position from which he resigned shortly thereafter) and because his find-
ings could be seen as ungrateful in view of the great benefits that had accrued 
to Nuffield from its investment in Insecs. As Ian writes: ‘Donald MacDougall 
also thought I was “rather letting the side down”. I did not see it that way, as 
I did not believe success could continue for long if based on error. Perhaps I 
also thought that an academic scholar should put the dissemination of truth 
before profits’ (LbL 2004: 113). As it happens, opinion in the City was catch-
ing up with Ian’s thinking. The fashion for growth stocks was soon in decline, 
and the analysis of company prospects became far more sophisticated. Ian’s 
friendship with Ralph Vickers survived this history, and he became a Director 
of the General Funds Trust, the other big beast in the Vickers da Costa stable.

8  Conclusion

Looking back at any major economist the leading question is: what did he do 
that will last? Here, Ian Little’s major impact is his argument that prices mat-
ter, and that standard economic theory must be adapted to the particular fea-
tures of developing countries, not abandoned altogether. Today, this is the 
orthodox view, so that many would not think of it as coming from Little, and 
a few other writers, such as Scitovsky and Scott. That is what happens with 
many leading contributions: They are first rejected as false, then dismissed as 
obvious.
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21
W.M. Gorman (1923–2003)

Patrick Honohan and Peter Neary

1  Introduction1

William Moore Gorman, known to all as “Terence”, died in Oxford on 12 
January 2003. The greatest Irish economist since Edgeworth, he was, like 
Edgeworth, totally unknown to the general public, both in his native country 
and in Britain where he made his career. He was the purest of pure theorists, 
whose life was devoted to scholarship and teaching, and whose work of for-
bidding technical difficulty was incomprehensible to most of his contempo-
raries. Yet, paradoxically, he was always concerned with applied issues, and the 
tools and theorems he developed have had a lasting influence on empiri-
cal work.

1 This chapter is reprinted from Honohan and Neary (2003) with the kind permission of The Economic 
and Social Review.

P. Honohan (*) 
Trinity College Dublin, Ireland
e-mail: phonohan@tcd.ie 

P. Neary 
Department of Economics, Oxford, UK
e-mail: peter.neary@economics.ox.ac.uk

© The Author(s), under exclusive license to Springer Nature Switzerland AG 2021
R. A. Cord (ed.), The Palgrave Companion to Oxford Economics, 
https://doi.org/10.1007/978-3-030-58471-9_21

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-58471-9_21&domain=pdf
mailto:phonohan@tcd.ie
mailto:peter.neary@economics.ox.ac.uk
https://doi.org/10.1007/978-3-030-58471-9_21#DOI


504

2  The Life

Gorman was born in Kesh, County Fermanagh, on 17 June 1923. His 
father, a veterinary surgeon, died when Gorman was young, and so he was 
raised by his mother, spending part of his childhood in what was then 
Rhodesia. He liked to recount that it was his African nanny who rejected 
William as a not very Irish name and rechristened him Terence, by which he 
was thereafter universally known. Back in Ireland, he attended Mount 
Temple College in Dublin and Foyle College in Derry before going up to 
Trinity College Dublin in 1941. He served as a Rating and then Petty 
Officer in the Royal Navy from 1943 to 1946, and then returned to Trinity 
where he graduated in Economics in 1948 and in Mathematics in 1949.2 
After Trinity, Gorman moved to Britain where he held a succession of posts 
at leading economics departments. From 1949 to 1962, he taught at the 
University of Birmingham, which was a leading centre for theoretical 
research in the 1950s, with Frank Hahn and Maurice McManus among his 
colleagues. In 1962, he was appointed to a chair in economics at Oxford 
and in 1967 he moved to a chair at the London School of Economics, where 
he played a central role in the development of a taught Master’s programme 
in Econometrics and Mathematical Economics, then a rarity outside the 
United States. He returned to Oxford in 1979 as an Official Fellow of 
Nuffield College, becoming Senior Research Fellow in 1984 and Emeritus 
Fellow in 1990. He also spent periods as Visiting Professor at several US 
universities, including Iowa, Johns Hopkins, North Carolina and Stanford. 
Meanwhile, honours and awards were piling up, most notably the Presidency 
of the Econometric Society in 1972, as well as Fellowship of the British 
Academy, membership of Academia Europaea, honorary foreign member-
ship of the American Academy of Arts and Sciences and of the American 
Economic Association, and honorary doctorates from University College 
London and the Universities of Birmingham and Southampton. In Ireland 
too his achievements were recognised, with an honorary doctorate from the 
National University of Ireland in 1986 and an Honorary Fellowship from 

2 Gorman always spoke fondly of the then Whately Professor in Trinity, George Duncan. In a late paper 
on the Le Chatelier Principle, which appeared in a Festschrift for Ivor Pearce, Gorman wrote: ‘I would 
like to praise George Duncan…who introduced me to economics as an engine of thought, and who, in 
particular, taught me to expect the result that I will attempt to prove, and that in one of the first lectures 
of the first term of my first year in Trinity College Dublin’. Gorman continued, with his characteristic 
bluntness, that Duncan was ‘a man in many ways like Ivor [Pearce] who might have become just as dis-
tinguished had he known more mathematics. He could not make head nor tail of the accelerator: but 
taught us about what have come to be known as Arrow-Debreu goods in one of his first lectures’ (Gorman 
1984: 1 and 16).
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Trinity College Dublin some years later. After retirement, he continued to 
live in Oxford, also spending summers in County Cork with his wife 
Dorinda, whom he had met at Trinity, until in his last years when illness 
impaired his mobility.

3  The Work

It was sometimes said that Gorman published relatively little, and it is true 
that many of his papers circulated for years in mimeo form, some of them to 
be rescued by the editors of his Collected Works (see Blackorby and Shorrocks 
1995). However, as the bibliography at the end of this paper shows, even his 
published output was formidable, and would have satisfied the most demand-
ing research assessment exercise. Gorman’s own summary of his principal con-
tributions is worth quoting in full:

James Davidson at Foyle College, Derry, and George Duncan at Trinity College 
Dublin, taught me to think of mathematics and economics as styles of thought, 
not collections of theorems, and Birmingham taught me to think of the social 
sciences as a unity with history as one way of holding them together. My research 
has accordingly been devoted to the end of flexible modelling, that is, to allow 
economists to immerse themselves in their data and in the opinions of other 
social scientists, and then to choose forms which seem capable of handling this 
information. This has been even more true of my teaching, largely through 
workshops for students beginning research (Gorman quoted in Blaug 1986: 328).

A reader unfamiliar with Gorman’s works might interpret this as the mani-
festo of a woolly inter-disciplinarian. But the key phrase is ‘flexible model-
ling’. Gorman was younger than Hicks, who in Value and Capital relegated 
his mathematics to appendices, and Samuelson, who in his Foundations pros-
elytised about the value of a mathematical approach to economics. To 
Gorman, technical difficulty was taken for granted, though not an end in 
itself. Most of his research pursued the goal of using whatever tools were 
appropriate (and frequently developing new ones) in order to throw light on 
a central issue in economic theory: the links between individual preferences 
and market behaviour. Here we comment on some of the main topics which 
he illuminated.

21 W.M. Gorman (1923–2003) 
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3.1  Aggregation

In his first published paper, Gorman (1953), he provided the definitive answer 
to a key question in economics: when does a society of utility-maximising 
individuals behave as if it was a single individual? In other words, when does 
a community indifference map exist? He showed that a necessary and suffi-
cient condition is that, assuming all individuals face the same prices, their 
income-consumption or Engel curves should be parallel straight lines. Thus, 
for individual (or household) h, the Hicksian demand function for good i 
should take the following form:3

 
x p u f p u g pi
h

i
h h

i,( ) = ( ) + ( )
 

(21.1)

The location of the h superscripts on the right-hand side is crucial. 
Individuals can differ greatly in their responses to price changes as far as the fi

h 
functions are concerned. However, their differences must be independent of 
income (or utility): all individuals must have the same gi function, so that at 
the margin they have identical responses to changes in u. Hence, aggregate 
demands have the same form as (21.1):

 
X p u F p Ug pi i i,( ) = ( ) + ( )

 
(21.2)

where Xi, Fi and U are the sums over all individuals of the corresponding 
micro terms.

Gorman returned to this question in Gorman (1961a), now using the 
much more powerful tools of duality which he and others had developed in 
the interim. This short paper is bedtime reading by contrast with the 1953 
paper, yet it contains what is probably his best-known contribution. Here 
Gorman derived an explicit expression for the form of preferences which give 
rise to linear Engel curves. He showed that individual h’s expenditure func-
tion must take the simple form:

 
e p u f p u g ph h h h,( ) = ( ) + ( )

 
(21.3)

3 This result was independently obtained by Antonelli (1886) and Nataf (1953). However, taken together, 
Gorman (1953) and (1961a) provide an explicit characterisation of the preferences which are consistent 
with exact aggregation.
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where the functions f h(p) and g(p) are homogeneous of degree one in prices 
(so ensuring that this property is exhibited by the expenditure function itself ), 
and their derivatives equal the coefficients in (21.1). They have nice interpre-
tations: f h(p) is the expenditure needed to reach a reference utility level of 
zero, while g(p) is the price index which deflates the excess money income 
eh(p,uh) − f h(p) needed to attain a level of utility or real income uh. Inverting 
(21.3) gives utility as a function of prices and expenditure:

 

v p I
I f p

g p
h h

h h

,( ) = − ( )
( )

 

(21.4)

which Gorman called ‘the polar form of the underlying utility function’ (ibid.: 
54). With this unconventional term, Gorman was drawing attention to the 
fact that using what we would now call the indirect utility function amounts 
to switching from Cartesian to a form of polar coordinates in describing the 
indifference surface. Specifically, expenditure I may be taken as analogous to 
the radius and the vector of prices p to the angle in solid geometry. In any 
case, the term “Gorman polar form” has come to be universally applied to the 
functional form in (21.4).4

By construction, the Gorman polar form plays a central role in consumer 
theory, and it has also been hugely important in empirical work. On the one 
hand, special cases with particular functional forms for f h(p) and g(p) proved 
amenable to estimation, even before the advent of high-speed computers. 
Gorman himself showed that, if the marginal propensities to consume (which 
equal pigi/g) are constant, then the function g(p) can be written as a geometric 
mean of prices:

 
g p p p g gi i i i i

i( ) = ∏ = ∑ =ρ ρ ρ, / , 1
 

(21.5)

The linear expenditure system, developed by R.C. Geary amongst others, is 
a further special case, corresponding to the combination of (21.5) with a lin-
ear form for f(p).5 On the other hand, Gorman’s results did not prove a barrier 
to extending the theory to more general demand systems which avoid the 
implausible restrictions on income effects of (21.3). Muellbauer (1975) 
showed that a richer family of demand systems could be generated if the tra-
ditional requirement, used by Gorman, that aggregate demands behave like 

4 Blackorby et al. (1978) appear to have been the first to refer to it as such.
5 See Neary (1997) for further discussion and references.
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the sum of individual demands, was replaced by the weaker requirement that 
they generate only the same budget shares. This in turn has spawned a huge 
empirical literature applying members of Muellbauer’s family and its exten-
sions, such as the “Almost Ideal Demand System” of Deaton and 
Muellbauer (1980).

Gorman (1968a) also explored the conditions that must be satisfied for the 
existence of an aggregate stock of a fixed factor such as capital. The necessary 
and sufficient condition turns out to be formally very similar to that for aggre-
gation of demands over individual consumers. Each firm must have a restricted 
profit function similar in form to (21.3), where utility is replaced by a func-
tion of the amount of capital used by the firm. In his own words, this result 
‘certainly does not help justify the practice of fitting aggregate production 
functions’ (ibid.: 167). This contribution of Gorman to the capital theory 
controversies of the 1960s lacked the fireworks of those that emanated from 
the two Cambridges (England and Massachusetts), but it is probably of more 
lasting importance.

3.2  Separability

‘Suppose you were interested in the demand for tomatoes in Ireland’ (Gorman 
1987: 305). Thus, begins Gorman’s article on separability in the Palgrave 
Dictionary of Economics, recalling his own early applied work, characterised by 
his widow Dorinda as involving ‘careering around Dublin on a bike, looking 
in greengrocers’ windows’ (private communication). For him, separability 
assumptions were what allowed the researcher to abstract from the mass of 
institutional detail accumulated on such trips: detail that could conceivably 
be relevant, but was certainly going to make analysis impossibly complex. 
‘Separability’, he wrote, ‘is about the structure we are to impose on our model: 
what to investigate in detail, what can be sketched in with broad strokes with-
out violence to the facts’ (ibid.).

As for the researcher, so also for the household or the enterprise. Practical 
decision-making often calls for shortcuts relative to full intertemporal optimi-
sation of a preference function. Gorman was confident that in reality most 
households engage in two-stage budgeting, in which the family budget is first 
allocated between broad classes of spending (clothing, food, etc.) and then 
choices are made within each class.

How good is this as a way of making decisions? Each of the two stages is 
problematic. Can the first-stage allocation safely be made just on the basis of 
some price aggregates for each class of goods, and without looking at the 
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relative prices of all goods? Even if the first-stage allocations are correct, can 
the choice of goods within each class safely be made without reference to the 
prices on offer or quantities chosen of goods in other classes? It turns out that 
the validity of such a procedure for achieving the optimum requires that the 
household’s utility function satisfy some fairly drastic separability restric-
tions—more stringent than had been recognised in the literature.

In particular, Strotz (1957) had argued that a sufficient condition for two- 
stage budgeting is that the household’s utility function be separable, that is, 
expressible in the form:

 
u F v x v x v xn n= ( ) ( ) … ( ) 1 1 2 2, , ,

 
(21.6)

where xr denotes the vector of consumption in class r. Gorman showed that, 
while necessary, separability is not sufficient.6 In addition, it is required that 
the sub-utility functions, which Gorman called “specific satisfaction func-
tions”, vr, enter utility either additively or through an intermediate function 
which is homogeneous of degree one in its components.7

That these constraints were severe was for Gorman ‘in a sense a good thing’ 
(Gorman 1959a: 475); since (he knew) households did adopt two-stage bud-
geting, it must be that their preferences were so restricted. Knowledge of this 
fact would ease the task of applied researchers wishing to estimate the relevant 
parameters.

What motivated Gorman here was the tension between two goals of eco-
nomic modelling. On the one hand, the conceptual need for a coherent and 
psychologically or organisationally credible theoretical representation of 
decision- making; on the other hand, the operational need to have a workable 
algebraic representation of this behaviour. The basic assumptions of utility 
theory are too weak to yield specific functional forms or to make many pre-
dictions about individual or aggregate behaviour. Further assumptions are 

6 See Gorman (1959a). Gorman had refereed Strotz’s paper but (according to the account he gave to 
Blackorby and Shorrocks (1995: 31)) his report, handwritten and covered with strawberry jam, was dis-
regarded by the editor, Robert Solow!
7 More precisely, the condition is that the utility function must be expressible in one of the following three 
forms, where f is homogeneous of degree one:

(1) u = F (v1, v2) (the case where there are only two classes)
(2) u = F [v1, f (v2, …, vn)] (all but one class can be grouped into a homogeneous function)
(3) u = F [v1 + … + vd +  f (vd+1, …, vn)] (classes 1 to d and a homogeneous function grouping the 

remaining classes all enter additively).
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needed if real progress is to be made in applied economics, but these assump-
tions must be more-or-less reasonable. Looking from the other side, it is evi-
dent that simple algebraic representations of behaviour are needed for applied 
econometrics. Simplicity is also needed if the theory is to be mathematically 
manipulated to yield further predictions. But all such uses are empty if the 
algebraic specification implies incoherent decision-making. In practice, most 
of the algebraic representations with which demand and production theory 
deal are linear functions of prices or quantities, or are simple transformations 
of linear functions. Here questions of separability become central.

An interesting example of how specific separability assumptions could help 
in underpinning a linear representation of behaviour is provided by Gorman’s 
1982 paper “Facing an Uncertain Future”. In this paper, Gorman’s goal is to 
show that the assumptions required to justify a linear representation of the 
intertemporal objective function are much weaker and more credible than 
had hitherto been recognised in the literature.

For a static environment, Allais, Samuelson, Von Neumann and 
Morgenstern and others had presented the conditions under which decision- 
making under conditions of uncertainty could be represented as the maximi-
sation of a linear function—a weighted average—of the various alternative 
possibilities.8 The key assumption in this expected utility hypothesis, 
Samuelson’s weak independence axiom (or “sure thing principle”), is one of 
separability.

If we widen the focus to intertemporal decisions (still under uncertainty), 
can we get as simple an objective function with equally weak assumptions? 
The objective function that is commonly—indeed almost universally used—
is a double sum:

 s t

st
stf y∑∑ ( )

 
(21.7)

where yst is the vector of flows which occur in period t if state s occurs.9 Can 
we derive such a simple form from assumptions that are as mild and accept-
able as those underlying expected utility? If we are prepared to assume an 
extended version of the sure thing principle, so that it applies over time as well 
as between uncertain states of the world, we will get this double summation 

8 The weights are usually interpreted as subjective probabilities, an interpretation which Gorman found 
unhelpful: ‘Frequently they seem to me to obscure, rather than enlighten’ (Gorman 1982: 215).
9 We often make the further simplification fst(yst) = δs rt yst, where δ is a probability and r a discount factor, 
but Gorman does not force such an interpretation.
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form of the objective function. But Gorman points out that extending weak 
independence in this way is logically problematic.

Before doing so, he notes that such an extension to a second dimension is 
permissible in the case of a social welfare function under uncertainty, where 
households rather than time are the extra dimension. Thus, if social welfare is 
increasing in every household’s utility, if each household is “self-regarding”,10 
and if Samuelson’s weak independence axiom holds, then, drawing on a pow-
erful theorem from an earlier paper of his on the structure of utility functions 
(see Gorman 1968b),11 Gorman shows that the social welfare function can be 
expressed in the same double summation form as (21.7), except with ysh as the 
consumption of household h in state of the world s instead of yst. These simple 
and acceptable12 assumptions are thus all that is needed to produce ‘Bentham 
and Bernoulli at a stroke’ (Gorman in Blackorby and Shorrocks 1995: 212).

However, to assume that households or firms are not only able to calculate 
their utility over all possible future states of the world but assert independence 
over each set of states of the world and time periods is a step too far for 
Gorman. Such an argument ‘assumes from the outset that we are all very 
bright, and especially so at computation’ (ibid.: 214). Instead, he proposes the 
contrary idea, that ‘we are all pretty limited beings, only able to hold a few 
things in our minds at a time…and that organisations are collectively quite as 
limited as their members’ (ibid.). Specifically, he assumes that ‘we look ahead 
two periods in detail, summarising the impact of our choices on more distant 
prospects in a single figure’ (ibid.). He then proceeds to show that this, par-
tially myopic but more realistic, vision of decision-making, embodying a very 
weak (undemanding) form of intertemporal separability, is enough to gener-
ate the double summation form of the objective function.

Here, Gorman has armed applied econometricians with a justification for 
doing what they had always intended—use a linear functional form. The 
behavioural assumptions are somewhat restrictive, but also characteristically 
down-home: the firm is planning for now and next year, and for a general 
sense of what it will bequeath in later years. If that is not how firms and 
households behave exactly, it seems, at the same time, to be not too unrealistic.

10 That is, considers only its own consumption; this is what gives separability or independence in the 
additional dimension.
11 The theorem states that if two separable sets overlap in their membership, then their intersection and 
differences are also separable. In the social welfare case, the overlapping arises because the separable (self- 
regarding) individuals are all involved in states of the world to which Samuelson’s weak independence 
axiom applies; in the intertemporal choice case the separability is induced by the partial myopia men-
tioned below.
12 He was of course fully aware of the continuing controversy over the weak independence axiom for 
choice under uncertainty and the fact that it has been rejected by many empirical experiments.
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3.3  Characteristics

Separability may be justified between goods that satisfy widely different needs. 
However, for other goods, it is their close similarities that attract attention. It 
is not on the basis of their essence that a consumer will choose between goods, 
but on the basis of the satisfaction they will produce. Even for closely related 
goods, this in turn may depend on more than one characteristic.

Switching from tomatoes to eggs in deference to his original audience for 
the topic—an agricultural economics seminar at the Iowa State College of 
Agriculture and the Mechanic Arts in 1956—Gorman entitled his first paper 
on the topic of characteristics “A Possible Procedure for Analysing Quality 
Differentials in the Egg Market” (this paper finally appeared in 1980). Ever 
concerned with the interests of the applied economist, he saw the paper as a 
response to the need of Iowan farmers to understand what drove price differ-
entials for eggs of different qualities.

The basic idea is simple: consumers buy different varieties of eggs solely for 
certain measurable characteristics (for example, he suggests, their vitamin 
content). If only two characteristics are relevant, then, given arbitrary prices, 
we may expect that at most two varieties of eggs will be bought by any given 
consumer; if three characteristics are relevant, at most three varieties.13 Only 
in the “degenerate case”, where the relative prices happened to be just right, 
would the consumer be indifferent between three or more varieties. But—and 
here is where things get interesting—as soon as we consider market equilib-
rium, the prices will not be arbitrary: the degenerate case will prove to be the 
normal one, as it is ‘the only case in which every type of egg could find a sale’ 
(ibid.: 844; italics in original). This degenerate case can be characterised by a 
shadow price qj of characteristic j such that, if purchased variety i delivered 
quantity aij of characteristic j, the price pit of each variety i at each time t 
should always equal the value of the sum of its characteristics measured at the 
shadow prices:

 

p a qit
j

ij jt=∑
 

(21.8)

13 Determined by the tangent of the consumer’s indifference curve with the convex hull of the affordable 
combinations of the two characteristics.
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Building on this insight, essentially an argument from the assumption that 
market prices should not embody arbitrage opportunities, Gorman proposed 
an empirical research agenda. The specific quantity of each characteristic 
delivered by each variety, though measurable for the consumer, is unknown to 
the researcher, as are the shadow prices. But a sufficiently long time series on 
the prices of different varieties could allow both to be identified, even if the 
prices were also somewhat influenced by other, less important, elements. If 
the number of varieties is I and the number of characteristics J, then price data 
for T time periods yields IT data points to estimate I + J parameters. Statistical 
techniques such as factor analysis are available for such analysis. Gorman 
sensed that many of these ideas were already known,14 but the arbitrage argu-
ment seems to be original to him.

For all his warmth towards the challenges faced by applied econometri-
cians, Gorman had little real interest in pursuing applied empirical work. His 
attempts to operationalise the characteristics model on an ambitiously large 
scale using quarterly regional data on the consumption of over a hundred 
categories of food for 1956–1971 proved somewhat inconclusive (see Boyle 
et al. 1977).

Yet the characteristics model has assumed an empirical life of its own: far 
from egg or tomato markets, this insight now underpins the most widely used 
asset-pricing models in modern finance theory.15 After all, most financial 
assets are closely substitutable, and investors’ choices between them are largely 
driven by their potential to deliver a relatively small number of yield charac-
teristics. Whereas Markowitz (1959) asserted that investors were seeking to 
balance portfolio risk and return, measured by mean and variance, modern 
theories allow the goals of investors to be unmeasured characteristics of the 
stream of future returns. Market-clearing prices of the various assets must, in 
these theories, be adapted to the shadow prices of these characteristics in the 
market, just as Gorman saw. Thus, such price processes are estimated by factor 
analysis-type methods (Campbell et al. 1997). Even the famous option pric-
ing model of Black and Scholes (1972) and Merton (1973) appeals to pre-
cisely the same arbitrage logic so lucidly presented by Gorman more than 
fifteen years earlier.

14 The idea of hedonic indexes can indeed be traced back to Waugh (1928). Griliches (1961) advocated 
their use for the US CPI, and this suggestion was acted on from 1984. A recognition of more rapid and 
systematic quality change has led to the increasingly widespread use of such price indices.
15 It has also been applied in a great variety of other fields, notably through the later work of 
Lancaster (1966).
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3.4  Duality

Over and above his substantive contributions, a recurring theme in Gorman’s 
writings was the need to select the appropriate technical tools for the prob-
lem at hand. Typically, this meant using “dual” tools, functions defined over 
prices rather than quantities. As households and firms typically take prices 
as given, it is much easier to understand their behaviour in terms of expen-
diture, cost and profit functions than in terms of primal utility and produc-
tion functions. The latter only take account of tastes and technology, the 
former add optimising behaviour. Gorman was not alone in advocating this 
approach, but he was one of its most ardent proponents. The great virtue of 
duality is that it avoids matrix inversion, which he called ‘the only techni-
cally difficult operation in general equilibrium theory’ (Gorman 1986a). 
Even a cursory comparison between modern textbooks and Hicks’s Value 
and Capital or Samuelson’s Foundations shows how much more powerful are 
dual methods.

A nice example of the value of the dual approach was Gorman’s contri-
bution to the issue of household equivalence scales. Such scales, which 
attempt to correct consumption patterns for differences in household com-
position, had been used for years in applied budget studies, though with-
out any theoretical foundation. Barten (1964) pioneered the exploration of 
such scales in the context of utility theory. But Barten used the primal 
approach, expressing utility as a function of consumption per “equivalent 
adult”, where the scale which determines equivalence varies between com-
modities. Gorman (1976) argued that the insight of an ‘otherwise obtuse’ 
schoolmaster he once had put it better: ‘When you have a wife and baby, a 
penny bun costs threepence’ (ibid.: 215). Leaving aside the banality (and, 
to a modern ear, the sexism) of the aphorism, Gorman noted that it gets to 
the heart of the issue: differences in household composition are better 
thought of as altering the effective prices which must be paid, rather than 
the effective number of consumers. This approach, implemented using the 
expenditure function, led to a substantial simplification and extension of 
Barten’s results.16

Expenditure and profit functions are usually the appropriate tools. 
However, in some problems, quantities may be the exogenous variables. In 

16 Muellbauer (1974) independently rederived Barten’s results using the dual approach.
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such cases, the appropriate technical tool is the distance function, defined 
implicitly as the scalar by which an arbitrary consumption bundle must be 
deflated to yield a target level of utility: u[q/d(q,u0)] = u0. This can be viewed 
as the natural inverse of the direct utility function. But it also turns out to 
bear a dual relationship to the expenditure function. Just as (by Shephard’s 
Lemma) the price derivatives of the expenditure function equal the optimal 
quantities, so the quantity derivatives of the distance function equal the 
optimal shadow prices. Gorman developed this concept in full, indepen-
dently of others. In Gorman (1965a), he gave what appears to be the first 
statement of the duality between cost and distance functions, while in 
Gorman (1970a) he examined the properties of the distance function in 
detail. These papers however remained unpublished, so modern treatments 
typically give precedence to Debreu (1951) and Malmquist (1953) and pass 
over Gorman’s pioneering explorations.

Gorman’s emphasis in all this was on the need for careful thought about 
which theoretical tools were appropriate for a particular problem. As he wrote 
in unpublished notes for a 1986 seminar at University College Dublin, doing 
economic theory ‘is like eating an apple pie. If you know there is one in the 
fridge, and where the light switches are, there is nothing to it. Look around 
when you next visit a strange house, in case you should feel hungry in the 
night’ (Gorman 1986b).

4  Conclusion

Gorman wrote in his first paper: ‘In writing this article I have been torn 
between a desire for rigour and a desire for simplicity, and each has had to 
be sacrificed in part to the other’ (Gorman 1953: 63, fn. 1). Even to today’s 
technically trained economists, his writings seem characterised more by 
rigour than by simplicity. Yet Gorman’s legacy, carried on in part by genera-
tions of students to whom he devoted so much of his time and attention, is 
a set of results and tools which make it immeasurably easier for future econ-
omists ‘to tailor models for particular problems and particular data’ (Gorman 
1987: 305).
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22
W. Max Corden (1927–)

John Martin

1  Introduction

Max Corden was born in August 1927 in what was then the German city of 
Breslau, capital of Silesia. It is now a Polish city called Wroclaw after it was 
ceded to Poland after the Second World War. His birth name was Werner 
Max Cohn. His parents, Rudolf and Katia Cohn, were Jewish but were not 
practising, unlike Rudolf ’s older brother Willy. The Jewish community in 
Breslau at the time of Corden’s birth was the third largest in Germany after 
Berlin and Frankfurt.

Rudolf ’s father Louis and his brother Moritz had built a successful business 
in Breslau. They owned a significant building close to the central square of 
Breslau, part of which was occupied by a clothing store called Trautner. The 
building was not damaged during the war and still exists today. Rudolf took 
over the management of Trautner in 1932, but after the Nazis came to power, 
he was obliged to relinquish this position in 1937 and sell the business.

The advent of the Nazis to power in Breslau had a huge effect on Corden’s 
family, as it did on all Jewish families in that terrible epoch. Corden’s older 
brother, Gerhart, was a teenager and at risk of anti-semitic violence. His 
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parents decided to send Gerhart abroad to England in 1937 where their 
mother had a sister, Aunt Elli, who played a major role in getting the rest of 
the family out of Germany and to safety.

1.1  A Lucky Escape

In his memoirs, Corden (2018: 17) states that he was aware of the anti-semitic 
attitudes at the time stirred up by Nazi propaganda but that he himself did 
not experience it directly. However, when his father was sacked from his post 
as manager and made unemployed, the family began to make active prepara-
tions to emigrate. As part of this process, Max was also sent to England in 
early 1938 where he was met by his Aunt Elli and, like his older brother, 
enrolled in an English preparatory school. It is noteworthy that at the tender 
age of ten, Max travelled alone to England by boat and train. In Corden 
(ibid.: 12–13), he describes the adventure in matter-of-fact terms, but it viv-
idly illustrates his resilience and determination.

Things came to a head for the family after the terrible events of Kristallnacht 
on the 9 November 1938. All over Germany, Jewish synagogues and busi-
nesses were sacked and destroyed. Thousands of Jewish men were arrested and 
sent to concentration camps. Max’s father, Rudolf, was one of them: he was 
imprisoned in Buchenwald. However, luck was at hand for the family in the 
person of Aunt Elli. She had managed to secure visas for the family to emi-
grate from Germany to Australia. With these precious visas in hand, Max’s 
mother was able to get Rudolf released from Buchenwald. The parents then 
went to England and met up with their two sons. On 16 December 1938, 
they all boarded a liner at Southampton bound for Australia, finally settling 
in Melbourne towards the end of January 1939.

Unfortunately, a much more tragic fate awaited Max’s Uncle Willy Cohn 
and his family. Willy was a high school teacher who lost his job when the 
Nazis came to power because he was an active social democrat. Willy was a 
historian and author of numerous articles about the history of German Jews. 
He was also an avid diarist who documented in great detail life for the Jewish 
community in Breslau under the Nazis. Unlike Rudolf, Willy was very reluc-
tant to leave Germany though his three older children did so.1 When he had 
made up his mind to leave, war broke out. Willy, his second wife, Trudi, and 
their two youngest daughters, Susanne (aged nine) and Tamara (aged three), 
were rounded up with a thousand other Jews from Breslau on 21 November 

1 See Corden (2018: 31–37) for a discussion of the reasons why Willy did not follow his younger brother 
in seeking to leave Germany until it was too late.
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1941. They were shipped by train to Kaunas (in Lithuania) where they were 
all murdered on arrival by an extermination squad. Miraculously, Willy’s dia-
ries survived the war and were later published first in Israel and then in 
Germany.2 They are regarded as one of the most compelling descriptions of 
what life was like for Jews in Germany under the Nazis.

After the family had settled in Melbourne, they quickly anglicised their 
names: Cohn became Corden, Werner became Warner, Gerhart became 
Gerald. However, Corden (ibid.: 46) makes it clear that Warner never stuck 
as his first name and he was always henceforth known as “Max”. In 1942, 
Corden entered Melbourne High School, a selective State school, and he 
graduated from it in 1945, winning a prize as well as a scholarship to the 
University of Melbourne. His favourite subject at school was history. But, as 
he recounts in his memoirs, his father advised him against studying history at 
university. Instead, he urged Max to study commerce with the aim of getting 
a well-paid job after graduation. Luckily the commerce course at Melbourne 
University involved a lot of economics so that is how Corden became an 
economist. History’s loss was to prove economics’ gain, thanks to the wise 
advice of Rudolf Corden.3

His development as an economist during his undergraduate years was 
much influenced by his careful reading of two seminal books: The Economics 
of Imperfect Competition by Joan Robinson and The Economics of Welfare by 
A.C. Pigou. In a conversation about his life and work, Corden testified about 
the impact these books had on his life’s work: ‘The first launched me into 
partial equilibrium diagrams and the second, with its emphasis on market 
failure and the use of taxes and subsidies to correct for externalities, became a 
kind of ancestor of my later book Trade Policy and Economic Welfare’ (Corden 
in Coleman 2006: 381).

After graduating with a First in 1949, Corden did not initially consider an 
academic career. Instead, he joined the management and research unit of a 
major Melbourne newspaper, The Argus, and explored the possibility of 
becoming a journalist. But he kept his academic options open too by enroll-
ing part-time for a Master’s degree at Melbourne. His thesis topic was “The 
Economics of the Australian Press”. It resulted in Corden’s first published 

2 The German version of Willy Cohn’s diaries covering the years from 1933 to his death in November 
1941 was edited by Professor Norbert Conrads and published in 2006 (see Cohn 2006). An abridged 
version of the diaries was published in English by Stanford University Press (see Cohn 2012).
3 Even though he chose to follow his father’s advice and not become a historian, Corden’s love of history 
has influenced much of his economics writings. Many of his works cite historical parallels for their top-
ics—witness the many such references in Corden (1974, 1997a) and the Appendix on the history of the 
effective protection concept in Corden (1971a).
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economics article—Corden (1952–1953)—in the prestigious British journal, 
the Review of Economic Studies. This article also had a bonus effect of catching 
the eye of two leading international economists who were later to become key 
mentors for Corden: Harry Johnson and James Meade.

2  LSE and NIESR (1953–1957)

In 1952, the then Head of the Economics Department at Melbourne, Wilfred 
Prest, suggested to Corden that he should go to the UK to do postgraduate 
studies at the London School of Economics (LSE) and apply for a British 
Council scholarship. Corden notes in (2018: 92) that he wrote in haste on his 
application form that his research area was to be transport economics.

Corden first encountered James Meade through reading his books, espe-
cially The Balance of Payments (Meade 1951) and A Geometry of International 
Trade (Meade 1952). When he arrived at LSE, Corden immediately requested 
Meade for his PhD supervisor. Thanks in part to his published paper, Meade 
accepted this request. Transport economics was dropped swiftly in favour of 
international economics, a most serendipitous choice. Corden (2018: 97–102) 
makes it clear that Meade made a lasting impression on him, both as a person 
and as an economist. During this period, Meade was writing his second vol-
ume on The Theory of International Economic Policy: Trade and Welfare (Meade 
1955), and Corden read the proofs of it.

Given his immigrant background, it is perhaps unsurprising that Corden’s 
choice for his thesis topic was related to the economics of immigration: the 
title was “Population Increase and Foreign Trade”. It was much influenced by 
the writings of Harry Johnson on the effects of growth on the terms of trade, 
and by Meade’s work.4

While he was at LSE, Corden became interested in issues surrounding pro-
tection, especially sparked by his reading of the 1929 Brigden Report on the 
cost of protection in Australia. He published two papers on the topic, both of 
which made an impact. The first, Corden (1957), presents what is now the 
standard treatment of the welfare cost of a tariff in a small country using a 
diagram which combines domestic demand and supply curves for the import-
able and highlights the deadweight loss in the form of the well-known 
Harberger triangles. The second paper, Corden (1957), uses a neat diagram to 
first make a simple, but important, point about trade policy: a production 
subsidy is a superior instrument to a tariff if the objective is to achieve a given 

4 Corden (1956) is drawn directly from his thesis.
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level of industry output or employment. The underlying assumption here is 
that there is a positive externality associated with production, that is, there is 
a divergence between the marginal private and social cost of production. This 
is a nice example of the theory of domestic distortions. The central insight is 
that any policy intervention should be targeted as close as possible to the 
source of the distortion. Corden then proceeds to drop the small-country 
assumption and considers the impact of varying the terms of trade. In the lat-
ter case, he shows that the goal of protecting a given sector requires a combi-
nation of policy instruments, namely an optimum tariff with a production 
subsidy. The optimum tariff is needed to deal with varying terms of trade and 
the subsidy to ensure that output or employment is at the desired level.5 Harry 
Johnson did much to publicise these two papers among the international eco-
nomics fraternity.

One feature of these two papers which would become typical of Corden’s 
approach to economics is the clever use of diagrams. As he put it: ‘I’m natu-
rally inclined to diagrams … The fact is everybody loves them when you do 
them, provided they are simple’ (Corden in Coleman 2006: 386).

2.1  Mentors and Friends

In his memoirs, Corden (2018: 102) singles out Harry Johnson as his second 
great mentor after James Meade and calls him his ‘Patron Saint’. Indeed, as we 
shall see below, Johnson was the key figure behind Corden going to Oxford.

There was a vintage crop of graduate students at LSE when Corden was 
there. He made several close friends whose subsequent work had an impact on 
his own research. In Corden (ibid.: 104–106), he singles out Kelvin Lancaster, 
Richard Lipsey and Tad Rybczynski. The famous Lipsey and Lancaster 
(1956–1957) paper on second-best theory had a major impact on Corden 
(see Corden 1974, 1997a). Rybczynski, as every student of international eco-
nomics knows, gave his name to one of the canonical theorems of the 
Heckscher-Ohlin-Samuelson model, and it has featured prominently in sev-
eral of Corden’s papers.

John Black became another invaluable friend. Corden met him through 
the Oxford-Cambridge-LSE seminar at a time when Black was a student at 
Nuffield College, Oxford. Black read many of Corden’s writings while they 
were being drafted. In his memoirs, Corden credits Black with saving him 
from numerous errors (see Corden 2018: 103–104).

5 This article and its results predate the well-known Bhagwati and Ramaswami (1963) paper, a point 
stressed in Johnson (1965).
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During this period, LSE attracted several outstanding students from abroad 
who later achieved renown in international economics. These students were 
drawn to the School by the possibility of working with Meade. They included 
Peter Kenen, Richard Cooper and Robert Mundell (a future Nobel Prize win-
ner in Economics). All became close friends of Corden.

When his British Council scholarship expired, Corden joined the National 
Institute of Economic and Social Research (NIESR) as a Research Fellow for 
two years. Together with Margaret Hemming, he published a theoretical 
paper on import controls as an instrument to influence the balance of pay-
ments (see Hemming and Corden 1958). This paper, in turn, served as the 
genesis of a much more widely cited paper of Corden’s via a diagram showing 
how countries could achieve internal and external balance through a combi-
nation of expenditure-switching and expenditure-reducing policies (see 
Corden 1960). The diagram in question was the Swan diagram with its so- 
called four zones of economic unhappiness, where the twin objectives of 
internal and external balance are not achieved (see Swan 1955). Corden also 
highlighted the fact that a similar diagram was developed by Salter (1959) 
which showed how an economy’s production and consumption of traded and 
non-traded goods could vary in response to relative price changes.6 Combining 
these two diagrams yields the Salter-Swan model of internal and external bal-
ance which has subsequently been much used to analyse numerous issues in 
international economics. Corden (1960) can rightly claim credit for popular-
ising this model.

During this period in London, Corden married his fiancée Dorothy (née 
Martin) whom he had met in Melbourne and who had followed him to 
England. Dorothy was a wonderful person, charming and kind, a committed 
Anglophile and the perfect life companion for Max.

3  Return to Australia (University 
of Melbourne, 1958–1962; ANU, Canberra, 
1962–1967)

Returning to Australia, Corden devoted most of his research to tariff policy in 
that country, inspired by his reading of the Brigden Report and his papers on 
the cost of protection. Australian industry was then very heavily protected by 
tariffs and quotas. Shortly after his return to Australia, Corden gave a major 

6 Salter (1959) uses the small-country assumption of fixed terms of trade to aggregate importables and 
exportables as traded goods.
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lecture on his suggestions for reforms to Australian protectionism with the 
aim of reducing its costs. He advocated two major reforms: (1) quotas should 
be replaced by tariffs; and (2) tariffs should be shifted gradually towards a 
uniform ad valorem rate.7

In order to support his arguments for reform, Corden dug deeply into the 
logic behind the highly complex Australian system of protection. This led him 
to stress the issue of tariff escalation and, from this, he made the case for mea-
suring protection in terms of the effective protection rate, that is, protection in 
relation to value added rather than imports or output.8

3.1  Effective Protection

The basic formula for the effective rate of protection (ERP) on a simple one 
importable good using one traded input is:

 
ERPi i ij j ijt a t a= −( ) −( )/ 1

 
(22.1)

where ti = nominal tariff rate on good i, tj = nominal tariff rate on input j and 
aij = share of input j in cost of good i at free trade prices.9

If ti > tj, ERPi > ti;
If ti = tj, ERPi = ti = tj;
If tj < ti, ERPi < ti < tj;
If ti < aijtj, ERPi < 0.10

The ERP measure can be extended to cover all taxes and subsidies affecting 
both importables and exportables. It permits a single measure to sum up the 
net effect of all trade and non-trade taxes and subsidies on the value added in 
a particular activity. There are, of course, many theoretical and empirical com-
plications associated with the ERP concept. A number of these are addressed 

7 Corden (2018: 113–123) argues that he was perhaps a bit too timid in these recommendations and that 
he should have added a third reform, devaluation of the Australian dollar, to help stabilise industrial 
output and employment. His writings on Australian trade policy during this period are collected in 
Corden (1997b).
8 Corden notes that he first came across the effective protection concept in Barber (1955).
9 Since the data on input shares for ERP calculations are derived from input-output tables which include 
the nominal tariff rates on both outputs and inputs, these are used for actual calculations of ERPs rather 
than the free trade values.
10 The case of negative value added attracted much attention in the empirical literature and many instances 
of this were discovered, especially in developing countries (see Greenaway and Milner 2003).
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specifically in Corden (1966), one of his best known and most cited papers.11 
In this paper, he spells out the general equilibrium implications of the ERP 
concept and introduced non-traded goods explicitly into the model. The cru-
cial insight concerning general equilibrium effects is that relative rather than 
absolute levels of ERPs matter in determining resource shifts induced by pro-
tection. Also, in the presence of non-tradeables, one needs to take account of 
exchange rate changes in order to assess whether a particular sector is pro-
tected relative to non-tradeables. The paper further discusses the “substitution 
problem” which arises when one drops the assumption of fixed input coeffi-
cients (the aij’s in Equation 22.1). In this case, changes in relative prices will 
lead to substitution between material inputs and labour and capital which, in 
turn, will change the input coefficients. These general equilibrium issues sur-
rounding the ERP concept generated a very large literature which Corden 
(1971a) sought to address (see below).

Subsequent to Corden (1966, 1971a), an extensive empirical literature 
sprang up calculating ERPs for a large number of countries, both developed 
and developing. This reflected a growing concern about the costs of protec-
tion and a widespread desire to boost export-led growth as a development 
strategy instead of relying upon import substitution. A great impetus to the 
measurement of ERPs in developing countries was given by the World Bank, 
under the leadership of Bela Balassa who popularised its measurement and use 
in developing strategies to boost industry and growth.12

However, the heyday of ERP measurement came to an end in the late 
1970s and early 1980s with the rapid development and spread of computable 
general equilibrium (CGE) models. These promised to provide better esti-
mates of resource allocation shifts than ERPs precisely because they took into 
account all of the general equilibrium interactions which ERPs could not. 
Nevertheless, CGE models also have their own problems since they rely upon 
assumptions about agents’ behaviours which may often be unrealistic and 
empirical estimates of a large number of key parameters which are often sub-
ject to wide margins of uncertainty. Despite the theoretical and empirical 
critiques levied against ERPs, Greenaway and Milner (2003), after an exten-
sive literature survey, argue that ERPs are still a useful measurement tool to 
guide policy reforms of the systems of protection in developing countries.

11 A first draft of this paper was submitted to the Economic Journal and rejected for publication. Corden 
then sent it to Harry Johnson who made many suggestions for improvements and advised Corden to 
submit it to the Journal of Political Economy. The rest is history.
12 An OECD Development Centre study by Little et al. (1970) was also very influential in highlighting 
the role of ERPs in industrial development strategies in developing countries.
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In sum, Corden’s nine years at Melbourne and Australian National 
University (ANU) were very productive. Not only did he make significant 
contributions to the ongoing debate on the costs of protection in Australia, 
but he also made a major theoretical contribution to the debate on how pro-
tection should best be measured. His 1966 article provided the key theoretical 
foundations upon which the whole subsequent edifice of ERP measurement 
and use in policy analysis is based. This paper brought him to the attention of 
trade theorists everywhere.

However, we cannot conclude our review of Corden’s work in Australia 
during this period without citing his 1965 Princeton survey of recent devel-
opments in trade theory (Corden 1965). It proved to be a great hit with teach-
ers and students and was much appreciated by two Nobel Prize winners in 
Economics, Bertil Ohlin and John Hicks (see Corden 2018: 136). Indeed, the 
latter’s appreciation of the survey played a role in Corden’s arrival at Oxford 
in 1967.

4  Oxford, 1967–1976

In his memoirs, Corden refers to his stay at Oxford as “The Very Best Years” 
(Corden 2018: Chapter 13). Once again, his ‘Patron Saint’ Harry Johnson 
was instrumental in this move. It was he who first suggested to Corden that 
he should apply for the Nuffield Readership in International Economics 
which was due to become vacant shortly on the retirement of Roy Harrod. 
Corden was reluctant at first, but spurred on by Dorothy and by Johnson, he 
submitted an application. Both Johnson and John Hicks were members of the 
panel for the post and it was duly offered to Corden.

Thus began an extremely productive period for Corden who published 
three major books during his time at Oxford as well as numerous articles. He 
also had, as we shall see below, a major impact on the graduate teaching of 
international economics at Oxford.13 The three books, all published by Oxford 
University Press, were as follows:

 (1) The Theory of Protection, published in 1971;
 (2) Trade Policy and Economic Welfare, published in 1974; and
 (3) Inflation, Exchange Rates and the World Economy, published in 1977 after 

Corden had returned to Canberra (considered in Section 4 briefly below).

13 In the interests of transparency, the author should note that he was privileged to be supervised by 
Corden when he was a graduate student at Nuffield from 1972 to 1975.
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The Theory of Protection is essentially Corden’s seminal 1966 paper on effec-
tive protection writ large. In it, he takes all of the basic elements of that article 
and expands them, showing how the ERP fits into a general equilibrium 
framework. He also treats the many critiques and issues which arose out of the 
ERP concept. Many of the theoretical critiques of the ERP centred around 
the so-called substitution problem which arises when one relaxes the assump-
tion of fixed coefficients between the traded inputs and final output. If the 
underlying production functions are separable, substitution between the 
traded inputs and labour and capital is unbiased and the concept of value 
added is meaningful. In this case, Corden shows that measurement of the 
ERPs using input coefficients post-protection will have a bias arising from the 
substitution effects. The bias will tend to overstate the “real” ERPs. A more 
fundamental problem arises for the ERP concept if production functions are 
not separable since in that case it is unclear if value added can be readily 
defined. While Corden (1987) acknowledges these critiques, he still mounts a 
defence of the utility of the concept in terms of giving policy makers some 
guidance as to the direction of possible resource shifts and the costs of 
protection.

The Theory of Protection is the most dense of Corden’s books. While it con-
tains the Corden trademark of many diagrams, it also uses a lot of algebra to 
support its arguments. It remains an essential reference for any economist 
interested in the theoretical foundations of the ERP and how best to interpret 
actual measurements.

On the other hand, Trade Policy and Economic Welfare is undoubtedly 
Corden’s magnum opus in the field of trade policy. It is very much influenced 
by Meade’s Trade and Welfare, as the title indicates; it is also imbued by the 
spirit of Pigou’s classic, The Economics of Welfare.14 The expository style is vin-
tage Corden. The writing is clear, the assumptions are well-defined and the 
implications of relaxing them explored thoroughly. There are over 60 dia-
grams in the book, giving full rein to Corden’s skill with geometry.

Trade Policy and Economic Welfare aims to give a full overview of the norma-
tive theory of trade policy. It has a strong political economy flavour as it puts 
much focus on the income distribution effects of trade policies. In addition to 
reviewing the standard trade arguments for intervention (terms of trade, 
infant industry, senescent industry, etc.), it also treats various dynamic aspects 
of trade policy (some of which foreshadow themes in the endogenous growth 

14 Johnson (1965) is another important influence on the book.
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literature) and has a novel treatment of the productivity impacts of protection 
building upon the concept of X-efficiency.15

The book is innovative in its treatment of policy interventions in the pres-
ence of so-called domestic distortions which arise whenever there is a diver-
gence between marginal private and social costs/benefits. It carefully traces 
out what Corden calls a ‘hierarchy of policies’ (Corden 1974: 28–31), i.e. 
interventions to remedy the given distortion in question: policy interventions 
are ranked in order as first-best, second-best, third-best and so on in terms of 
the level of welfare attainable. As Corden recognises, this ranking method is 
not just applicable to trade policies but it can be fully generalised to public 
policy interventions in all economic fields.

A significant innovation in the book is the concept of the ‘conservative 
social welfare function’. This embodies an explicit distributional goal. As 
Corden (ibid.: 107) puts it, ‘any significant absolute reductions in real incomes 
of any significant section of the community should be avoided’. This implies 
that workers and/or localities which suffer significant real income losses as a 
result of a public policy intervention should be compensated for these losses. 
The concept is a precursor to current concerns about “loss aversion” and “fair-
ness”. It should also be pointed out that, while lip service is paid to the com-
pensation principle by many academic economists and policy makers, it is 
usually the case that compensation does not materialise for the losers or, if it 
does, it covers only a small portion of their losses. Given the current preoc-
cupations about the negative side effects of globalisation and the apparent 
willingness of the Trump administration to launch trade wars, it would be 
timely to give more weight to the conservative social welfare concept and put 
it into practice.

Trade Policy and Economic Welfare has proved to be the most influential of 
Corden’s books. The first edition remained in print for over 20 years and a 
revised second edition was issued in 1997. According to Google Scholar, it is 
the second most cited of Corden’s publications, racking up nearly 2,100 cita-
tions, nearly twice as many as those recorded for The Theory of Protection.16

4.1  The Switch of Research Focus

Having completed his two major books on protection and trade policy and a 
manuscript on customs union theory which he decided was not original 

15 Both Corden (1970) and Martin (1978) treat X-efficiency as referring to the intensity of managerial 
effort and examine how it is likely to be impacted by trade policy.
16 Taken from Google Scholar, 24 April 2021.
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enough to be published, Corden made what he calls his ‘Big Switch’ in the 
mid-1970s away from trade theory to focus most of his future research in the 
field of open-economy macroeconomics. He did not abandon the field of 
trade theory entirely, continuing for more than two decades to publish occa-
sional articles and one major survey (see below). But he sought a new chal-
lenge and the switch was undoubtedly influenced by the major shocks which 
hit the world economy in the early 1970s: the collapse of the Bretton Woods 
fixed exchange rate regime in 1971 which ushered in a new era of floating 
rates, the surge in world oil prices in 1973 and the partly resultant higher 
inflation rates in Organisation for Economic Co-operation and Development 
(OECD) countries.

In his first real venture into this new field, Corden (1972a) tackled the issue 
of European monetary integration. The Werner Report in 1970 pushed for 
the completion of economic and monetary union in the then European 
Economic Community within a decade. Corden’s essay analyses the theoreti-
cal issues which would need to be addressed as part of a European monetary 
union. It highlights the costs of such a union for the participating countries, 
focusing on the means of achieving macroeconomic equilibrium that could 
be needed under such a regime. It considers the conditions under which a real 
exchange rate adjustment would deal with the internal balance problem. This 
would require sufficient flexibility in domestic prices and wages in order to 
ensure the necessary adjustments in the absence of either large offsetting fiscal 
transfers from other members of the union and/or sufficient labour and capi-
tal mobility to fulfil Mundell’s (1961) condition for an optimum currency area.

The essay was both innovative and influential at the time. But given the 
hindsight of what actually happened after the formation of the eurozone in 
1999 and the major sovereign debt crisis of 2009–2012 which almost brought 
it to its knees, it misses some crucial issues. Corden (2018) notes that it does 
not discuss the key issue of whether the formation of a monetary union would 
actually increase the probability of asymmetric shocks hitting the members. It 
also does not consider the so-called death loop problem when growing private 
debts are linked directly to sovereign debts via the banking system in the 
absence of a full banking union and a common sovereign debt mutualisation 
scheme. Nonetheless, the essay still contains useful policy insights as the euro 
celebrates its 20th anniversary with some of the basic design flaws that Corden 
identified still unresolved.17

Corden’s third Oxford book was his first in his new field. Besides European 
monetary integration, Inflation, Exchange Rates and the World Economy 

17 See Eichengreen (2019) for a recent exposition of these design flaws.
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discusses balance-of-payments theories; inflation and exchange rates; and the 
international adjustments to the 1973 oil price shock. A particular focus 
throughout the book is on the role of the exchange rate as a policy instrument. 
The book proved to be very popular and went through three editions. The 
third edition was expanded to include a discussion of selected issues arising in 
a world with flexible exchange rates and capital mobility, namely the interna-
tional transmission of shocks, the nature of the international macro-system 
that evolved after the collapse of the Bretton Woods system and the possibili-
ties of macroeconomic policy coordination among OECD countries.

4.2  Notable Articles Published During the Oxford Years

As noted above, Corden chose not to publish his customs union manuscript; 
instead, he published two articles based on it. In Corden (1972b), he departed 
from previous literature by assuming that the formation of the union would 
generate internal economies of scale for firms in the participating countries. 
The paper assumes that the countries forming the union are “small”, that is, 
they face given terms of trade. He then shows that, while the standard con-
cepts from customs union theory of trade creation and trade diversion still 
hold, two new concepts can be added: (1) a cost reduction effect which arises as 
a result of lower costs of production in the union countries; and (2) a trade 
suppression effect which occurs when imports from non-union countries are 
replaced by more expensive imports produced by newly formed firms based in 
the union.

The second paper, Corden (1976), deals with the topic of non-uniform 
tariffs. It shows how a shift in the pattern of imports post-union may lead to 
a welfare gain if the pre-union tariff on the importable in one of the union 
partners is higher than the union’s common external tariff. In this case, reduc-
ing the former tariff to the level of the latter will raise welfare, while reducing 
it beyond that level will reduce welfare.

One other article published during Corden’s Oxford period deserves special 
mention even if it deals neither with a trade and protection topic nor with an 
issue in international macroeconomics. Rather it deals with a development 
topic, namely the phenomenon of urban unemployment in developing coun-
tries, as exemplified by the well-known Harris-Todaro model (see Harris and 
Todaro 1970). Corden and Findlay (1975) use standard trade-theoretic dia-
grams to analyse the important phenomenon of urban (so-called wait) unem-
ployment in developing countries where many young people prefer to remain 
unemployed or work in informal jobs while waiting to secure a permanent 
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job, often in the public sector. The paper also discusses various policy options 
to tackle the problem. This article has proved to be very popular in the devel-
opment literature: it is ranked sixth in terms of Corden’s citations by Google 
Scholar.

Corden has often used the Salter model as an expository device in his writ-
ings. Jones and Corden (1976) show how the Salter diagram, which uses the 
small-country assumption to aggregate goods into composites of traded and 
non-traded goods, can be used to investigate how policies such as a devalua-
tion can impact the relative price of traded to non-traded goods, that is, the 
real exchange rate. The Salter model has subsequently been used by many 
international economists to discuss policies aimed at achieving internal and 
external balance.

4.3  Impact on Oxford Economics via Teaching 
and Graduate Supervision

Max Corden’s impact on Oxford economics was not confined to his writings. 
His lectures, his graduate seminar and his conscientious supervision of gradu-
ate students all contributed to create a fertile environment in which work on 
international economics flourished at Oxford during his time there and sub-
sequently. Besides giving an annual lecture series to graduates, he organised a 
regular graduate seminar at Nuffield in international economics with support 
from two colleagues, Vijay Joshi and Peter Oppenheimer.18 Joshi describes the 
impact of the Corden seminar as follows:

What I would highlight about Max is the huge difference he made to graduate 
teaching of economics at Oxford (Jim Mirrlees also played a major role). 
I remember very well the style of graduate teaching in international economics 
in the pre-Max era. There were no lectures to speak of. There were seminars but 
they were quite casual affairs with Sir Roy Harrod and Maurice Scott seated in 
armchairs. A student would read a paper, which no one had read, and of which 
no one other than the speaker had a copy. After the student had finished, there 
was a desultory discussion. This was not a useful way to teach the subject 
(though both Harrod and Scott were of course distinguished economists). Max 
changed all that with German efficiency and Australian informality. I still 

18 Corden also briefly organised a graduate seminar on welfare economics with John Hicks. Professor John 
Creedy, who attended this seminar during the academic year 1971–1972, has this to say about Corden’s 
role in it: ‘Max ran the seminars pretty much as he ran the trade seminars. He was fully in charge, and his 
emphasis was always on clarity. I have never seen anything before or since to match Max’s way of leading 
seminars. I looked forward to every one—and it was necessary to get there early to get a seat’ (personal 
communication to the author, 14 January 2019).

 J. Martin



535

remember his international economics seminar fondly, with Max leaping up 
and down to draw diagrams and make things crystal clear. For students, he was 
a godsend (author, personal communication, 2 November 2018).

The seminars were meticulously organised. The topics for each term were 
published in advance. Papers were delivered by students or visiting academics. 
When a student presented a paper, it was reviewed in draft by Corden and the 
final version was then distributed in advance to the seminar participants. 
After the seminar was over, the discussions would often continue in Corden’s 
room at Nuffield over drinks. As the author can testify from personal experi-
ence, presenting a paper at the Corden seminar could be a daunting experi-
ence for a student but Corden was always gracious and kind to the presenters 
even when they made mistakes. He never showed off his own mastery of the 
subject but always tried to make the exposition of the underlying arguments 
as clear as possible.19

Corden’s renown attracted many leading international economists to 
Oxford, either to give presentations to the seminar or to stay for longer peri-
ods as visitors at Nuffield. During his own sojourn in Oxford from 1972 to 
1977, the author remembers visits from such luminaries as Robert Baldwin, 
Jagdish Bhagwati, Rick Brecher, Alan Deardorff, Carlos Diaz-Alejandro, 
Ronald Findlay, Jacob Frenkel, Herbert Grubel, Ron Jones, Charles 
Kindleberger, Peter Lloyd, Fritz Machlup, Steve Magee, Michael Mussa, 
Robert Stern and Wolfgang Stolper.

Corden also took his supervisory duties very seriously. Many of the gradu-
ate students he supervised went on to have distinguished careers in academia, 
international organisations and elsewhere. For example, Paul Collier has 
described his experience of being supervised by Corden:

Max supervised my thesis and I remain in debt to him for what I learnt. In those 
days, I was a ferment of ideas, mostly inchoate and muddled. Martin Wolf, then 
as now a model of clarity, would walk around Nuffield with me, listening to my 
confusion before interjecting an illuminating “what you really mean is”. Max 
raised these lessons in clarity of thought to the highest professional level. He 
taught me how to think my ideas through to their conclusion, and most impor-
tantly, how to express them clearly. I recall such an occasion when, surely driven 
to exasperation, but as always determined to relate to his students in the most 
kindly and helpful manner, he responded to one of my wilder passages of analy-

19 The international economics seminar lapsed several years after Corden’s departure from Oxford. 
However, it was revived in 2006 by Peter Neary and is still going strong. Neary is currently a Professor at 
Oxford and a Fellow of Merton College. He is one of the world’s leading trade theorists.
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sis: “Paul, you write economics as if it were poetry”. At the time, entirely mis-
takenly, I found the notion that I was bestowing the glamour of poetry on the 
dismal science quite appealing. But I gradually faced up to the intellectually 
demanding process of clarity (author, personal communication, 31 
January 2019).20

During his time at Oxford, Corden was also instrumental in founding the 
International Economics Study Group (IESG) with David Wall (Sussex 
University). The founding committee also included John Dunning, Brian 
Hindley, Tim Josling and Harry Johnson. The Group no longer exists, but for 
many years it organised regular seminars at LSE and an annual conference 
which brought together international economists from all over the UK 
and abroad.

5  Return to Australia: The ANU, 1977–1986

In late 1976, Corden left Oxford to return to Australia to take up the post of 
Head of the Economics Department in the Research School of Pacific Studies 
at the ANU in Canberra. Family reasons motivated this move: his mother and 
Dorothy’s mother were both elderly and living in Melbourne and they also 
felt that their daughter Jane would benefit from the move. Shortly after they 
returned to Canberra, Harry Johnson died and Corden wrote his obituary for 
The Times.21

After his return to Australia, Corden was much engaged in public policy 
debates. In his position as President of the Economic Society of Australia, he 
became very active in the debate on wage inflation and unemployment which 
followed a wage explosion under the Whitlam Government in 1974–1975 
and later under the Hawke Government. In his Presidential Address, he 
argued that, under the centralised wage determination system in Australia, the 
main driving force behind inflation was unions pushing for a target real wage 
which, in turn, led to higher unemployment.22 Subsequently, Corden and 
Dixon (1980) argued that a way out of the dilemma was to aim for an agree-
ment under which unions would moderate their nominal wage demands in 
return for the government cutting taxes so as to maintain real after-tax wages. 

20 Martin Wolf wrote the Foreword to Corden’s memoirs. In it, he states that ‘Max was far and away the 
best teacher and expositor I met during my time at Oxford’ (Wolf in Corden 2018: ix).
21 Corden (1984a) reviewed Johnson’s major contributions to trade theory.
22 In Corden (1979), he coined the term “union-voluntary unemployment” to describe this phenomenon.
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This argument had some impact on the so-called Accord which the unions 
struck with the Hawke Government in 1983.

During this period in Australia, Corden wrote what was to become one of 
his most influential papers dealing with the phenomenon of Dutch Disease. 
His interest in the topic went back to his days in Oxford when he became 
involved in the heated debate about the impact of the discovery of North Sea 
oil and gas reserves on the UK economy, notably on the tradeables sector.23 
Corden (1981a) was his first published paper on the topic and it dealt explic-
itly with the British case. However, in 1979, on a visit to Oxford, Corden 
began to explore theoretically with his former Oxford student, Peter Neary, 
the impacts of a booming sector on resource allocation shifts, factor prices 
and the exchange rate. The phenomenon of the co-existence within the trade-
ables sector of a booming sector with one that lags behind is a very common 
one in both developed and developing countries. Corden and Neary (1982) 
set out to analyse the phenomenon using the standard tools and models of 
trade theory, ignoring monetary complications and focusing entirely on the 
impact of a booming sector on real variables.

Their basic model is a variant of the Salter model with an economy produc-
ing two traded goods (energy and manufacturing) and one non-traded good 
(services). They assume a small, open-economy framework for the traded 
goods; the price of the non-traded good is assumed to be flexible and deter-
mined by domestic demand and supply. Two further simplifying assumptions 
are made: (1) trade is always in balance overall; and (2) there are no distor-
tions in goods or factor markets. The paper then considers a sequence of mod-
els characterised by different degrees of intersectoral factor mobility. It begins 
with the case of a Ricardo-Viner model in which each of the three sectors uses 
a single specific factor in production as well as a factor which is perfectly 
mobile between sectors. This particular assumption is relaxed later in the paper.

The paper highlights two key effects of a boom: (1) a resource movement 
effect; and (2) a spending effect. The former occurs when a booming sector (say 
energy) draws in mobile factors from other sectors in response to higher mar-
ginal productivity of factors. The spending effect results from the higher real 
income due to the boom. This raises the demand for services, increasing their 
price and leading to a real exchange rate appreciation, the latter being the rela-
tive price of traded to the non-traded good. In the Ricardo-Viner model, the 
boom leads to a decline in manufacturing (deindustrialisation). However, in 

23 In Corden (2018), he acknowledges that two of his Australian colleagues, Bob Gregory and Richard 
Snape, had treated a similar issue following an Australian mining boom in the 1970s.
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the other models which allow for intersectoral mobility of more than one fac-
tor, the deindustrialisation outcome is sometimes reversed.

Corden and Neary’s study has proved to be an extremely influential paper. 
For both authors, it is by far their most cited paper according to Google 
Scholar: it records not far off 4,200 citations for it.24 Part of its success comes 
from the clever mix of methods it uses: neat diagrams in the Corden manner 
together with a detailed mathematical presentation of the various models and 
derivation of the main results by Neary. The paper is a prime example of the 
principle of comparative advantage being put into practice by two of the pro-
fession’s leading trade theorists.

Over and above the neatness of the methods used in the paper, its popular-
ity owes much to the enduring nature of the topic. Booming sectors arise 
continually in different settings and they are not just tied to the discovery and 
extraction of natural resources (e.g. the financial sector in the UK). They give 
rise to significant resource shifts between sectors, shifts in sectoral income 
distribution and changes in real exchange rates. Corden and Neary’s analysis 
remains a key reference for all those interested in the many possible impacts 
of a booming sector on the real economy.25

Corden (1985b) was another notable output during the ANU years. It sur-
veys the normative side of trade theory and updates and extends the discussion 
in Corden (1974) to take account of key developments since that was written.

6  Move to the US: The IMF and SAIS, 
1986–2002

In late 1986, Corden left ANU to take up a two-year appointment as a Senior 
Adviser in the Research Department of the IMF.26 Towards the end of his stint 
at the Fund, Corden, strongly encouraged by Dorothy, accepted a Professorship 
at the Johns Hopkins School of Advanced International Studies (SAIS) in 
Washington, D.C.  His main responsibility at SAIS was teaching. Corden 
(2018) makes it abundantly clear that he enjoyed this and, just as in his 
Oxford days, he was much appreciated by his students at SAIS—winning 
teaching awards in several years. However, he also pursued his research in 
international macroeconomics, not least co-authoring (with his former 

24 As of 24 April 2021.
25 Corden (1984c) is a less technical survey of this literature. It also discusses policy implications, notably 
what would be the optimal intervention to protect a lagging sector.
26 See Corden (2018: 181–186) for a description of his time at the Fund and the topics he worked on 
during that period.
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Nuffield colleague Ian Little plus Richard Cooper and Sarath Rajapatirana) a 
book summarising the results of a major World Bank project on macroeco-
nomic developments in 18 developing countries.

In Little et al. (1993), Corden wrote three chapters dealing mainly with 
inflation and exchange rate policies. In order to make his analysis more coher-
ent, he focused on six countries with episodes of very high inflation, namely 
Argentina, Brazil, Chile, Indonesia, Mexico and Turkey. His stint at the IMF 
provided him with much useful background information to enable him to 
discuss the policies and varied experiences of these countries. The book did 
have an impact: it is the tenth most cited of Corden’s publications on Google 
Scholar.

Corden (1994) was originally intended to be the fourth edition of Inflation, 
Exchange Rates and the World Economy. However, he decided to write a new 
and bigger book instead. It has four main sections: (1) open-economy macro-
economics, (2) the European Monetary System (a precursor to the euro) and 
monetary integration, (3) the managed-floating, high-capital-mobility non- 
system and (4) protection and competitiveness.

One topic treated in the book has contemporary resonance: Does the cur-
rent account matter? The Trump administration continually cites current 
account imbalances with the US’s major trading partners such as China, 
Canada, Mexico and the EU as justification for large tariff hikes. Corden 
(ibid.) would classify this argument under what he calls ‘the Old View’ of the 
current account with the rider that President Trump’s concern is with the loss 
of manufacturing jobs in the US which he attributes to unfair competition. 
The ‘New View’ takes a different tack. It treats the current account as the net 
outcome of saving and investment choices, both private and public. A current 
account deficit can be caused by an increase in investment or a drop in savings 
or a combination of both. Indeed, it could be caused by a combination of a 
larger public sector deficit and weak private investment. Thus, the large Trump 
tax cut in 2018 might well result in a larger current account deficit and lower 
employment in US manufacturing, even though there might be some gains in 
employment in specific sectors such as autos and steel which have experienced 
steep tariff increases.27

In September 2000, Corden gave the Ohlin Memorial Lecture in Stockholm 
on the topic of exchange rate regimes. These lectures formed the basis of his 
final academic book. Corden (2002) sets out a framework against which the 
choice of a specific exchange rate regime can be assessed. It first outlines the 

27 See Corden and Garnaut (2018) for a discussion of the likely economic impacts of the Trump tax cut 
and tariff hikes.
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theory and then reviews the experiences of various countries in Latin America, 
Asia and Europe in terms of their choices of exchange rate regimes.

The book opens with three alternative approaches to the choice of exchange 
rate regime and monetary policy: the nominal target, the real target and 
exchange rate stability. The nominal anchor comes into play when a country 
seeks to curb high inflation. With a real target approach, a country seeks to 
achieve a real goal, either output or employment. The third approach seeks to 
stabilise expectations.

Corden then discusses the pros and cons of three exchange rate regimes: a 
free float, a fixed rate and a fixed but adjustable rate. The country case studies 
enable him to analyse how selected countries in the different regions reacted 
to asymmetric shocks under alternative exchange rate regimes. This leads 
Corden to conclude that countries should avoid opting for a fixed but adjust-
able regime since they have often collapsed with very serious negative impacts 
on the real economy. At the same time, he draws the agnostic conclusion that 
countries need not opt for either a truly fixed rate regime or a free float.

7  The Final Return to Melbourne

In late 2002, Corden retired from SAIS and returned with Dorothy to live in 
Melbourne. Their return was motivated by concern for Dorothy’s health as 
she had begun to exhibit symptoms of Alzheimer’s disease. Dorothy’s condi-
tion deteriorated over the years and she died in 2010 in a nursing home. She 
and Max were married for over 50  years and they were a devoted couple. 
Dorothy’s kindness to Max’s students, as the author can testify, was something 
none of them will forget. Sadly, their daughter Jane died in Melbourne in 
2019 after a short illness.

After their return to Australia, Corden was made a Companion of the 
Order of Australia, the highest grade of the Order. It was awarded ‘for service 
as a leading international economist, particularly in the areas of international 
trade and finance policy development’ (Corden 2018: 207). He has received 
many other awards including Fellow of the British Academy, President of the 
Economic Society of Australia and membership of the Group of Thirty from 
1982–1990. His alma mater, the University of Melbourne, has renamed the 
Department as the Arndt-Corden Department of Economics, joining Max’s 
name with that of another distinguished economist and Jewish emigrant from 
Breslau, Heinz Arndt. The University has also established an Annual Corden 
Lecture in his honour and the list of speakers to date includes many leading 
international economists, some of them former students of Corden. Recently, 
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in a fitting tribute, Nuffield College has established a Max Corden Scholarship 
in International Economics.

Martin Wolf, in his Foreword to Corden’s memoirs, calls him ‘Australia’s 
greatest living economist’ (Wolf in ibid.: ix). A recent profile of Corden in an 
Australian national newspaper referred to him as ‘a national treasure’ (The 
Australian Financial Review, 14–15 April 2018: 45). In addition, as all his 
students and multitude of friends and admirers all over the world will attest, 
Corden is not merely a great economist but also a wonderful person. He is 
without malice and is free from the oversized ego which many great econo-
mists acquire. In his nineties, he continues to be active and engaged in eco-
nomics—witness a recent published paper, co-authored with Ross Garnaut, 
on the economic consequences of President Trump’s policies (see Corden and 
Garnaut 2018). Australia is known as the “Lucky Country” and there is no 
doubt that this expression is apt where Max Corden is concerned. But Oxford 
can also count itself lucky to have been the scene of some of his most notable 
contributions to international economics.
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23
Derek Robinson (1932–2014)

Ken Mayhew

1  Introduction1

The son of a coal miner, Derek Robinson was brought up in Barnsley and 
entered the Civil Service in a clerical post straight from school. His back-
ground is fundamental to understanding his work as an economist. He was 
fond of telling how his line manager in London asked him not to answer the 
office phone because of the poor impression his Yorkshire accent might give. 
He became a union activist there and as a consequence won a union scholar-
ship to Ruskin College, Oxford, after which he went on to Lincoln College, 
Oxford, where he obtained a First in Philosophy, Politics and Economics 
(PPE). After a brief spell teaching at Sheffield University, Robinson took an 
appointment at the Oxford University Institute of Economics and Statistics 
where he remained for the rest of his career, simultaneously holding a 
Fellowship at Magdalen College. Although he revelled in Oxford college life, 
he continued to embrace his trade union routes. A regular at the annual con-
ference of the Trades Union Congress (TUC), he was on first name terms 

1 Much of the biographical material on Derek Robison is taken from two obituaries I wrote not long after 
his death. They can be found in the January 2015 Newsletter of the Royal Economic Society (Mayhew 
2015a) and in the September 2015 issue of the Economic and Labour Relations Review (Mayhew 2015b).
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with most of the prominent union leaders of the time who recognised some-
one who believed in the union movement but who was prepared to criticise 
its shortcomings and mistakes. By the same token, employers saw in him an 
academic who would treat each case on its merits, who would objectively 
examine the facts before coming to any conclusions or recommendations 
without fear or favour. Robinson was a researcher whose main concern was 
the practicalities and realities of the labour market, practicalities and realities 
that he believed too many theoreticians ignored or assumed away. This 
approach meant that his contribution was as strong, if not stronger, in the 
corridors of Whitehall as in the groves of academe.

When he arrived at the Institute of Economics and Statistics in 1961, the 
golden era of industrial relations at Oxford represented, amongst others, by 
Hugh Clegg, George Bain, Allan Flanders and Alan Fox was in full swing. 
Though Clegg, Bain and Flanders subsequently decamped to the University 
of Warwick, Robinson maintained and enhanced the study of industrial rela-
tions at Oxford alongside Bill McCarthy and Arthur Marsh. The three of 
them never worked together and the other two were not economists, but 
Robinson regarded the study of labour economics and industrial relations as 
inextricably intertwined. He was very firmly an institutionalist.

2  Imperfect Labour Markets

In 1971, Doeringer and Piore produced their influential book on internal 
labour markets in the US. Robinson, often in collaboration with his colleague 
at the Institute, Kenneth Knowles, had been independently developing his 
own ideas in this area and on the workings of local labour markets more gen-
erally. A year before Doeringer and Piore, Rees and Shultz had published 
Workers and Wages in an Urban Labor Market (Rees and Shultz 1970). 
Studying workers in Chicago, they ran regressions for a variety of occupa-
tional groups of individual earnings against a series of variables describing 
individual characteristics and a series of variables describing the characteristics 
of the firm in which the individuals worked. The latter were of substantial 
statistical significance. Whilst Adam Smith’s concept of equalising wage dif-
ferentials provided, at least in theory, a textbook explanation as to why similar 
employers in the same geographical location could pay apparently similar 
workers very different wages, Rees and Shultz argued that their results sug-
gested that more complex forces were at work. Employers were not simply the 
prisoners of external market forces—they were not wage takers. This was 
entirely consistent with the argument of Doeringer and Piore. To an extent, 
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the firm’s labour market was an administered one operating with some free-
dom from external labour market constraints.

Robinson’s detailed studies of mainly manufacturing firms in Coventry and 
Liverpool had led his thinking in the same direction. For the time, Rees and 
Shultz had an unusually rich data set of individuals describing their character-
istics and those of the firms that employed them. Such data were not available 
to UK researchers, who often had to rely on broad averages of earnings by 
occupation and firm. Even when individual pay data could be extracted from 
employers, there was little or no further information on the individuals con-
cerned. Data extraction was itself a major research endeavour, as illustrated by 
the work of Robinson and Knowles, but also by similar research by MacKay 
et  al. (1971) on local labour markets in Glasgow and Birmingham. Their 
observations chimed with those of Doeringer and Piore and of Rees and 
Shultz but, given the data limitations, were inevitably less scientifically based.

However, Robinson went beyond the reporting of data and started to 
explore why firms were not simply wage takers but had some discretion in the 
wages they offered. Important here is the inability or unwillingness of workers 
to respond to signals from alternative employers. Embedded in Robinson’s 
writings is discussion of why such a supply response might be limited—lack 
of information, mobility costs and efficiency wages. His investigation of local 
labour markets made it clear that workers often lacked basic information 
about starting salaries for apparently equivalent jobs in the same town. 
However, perhaps more important than this were two other sources of infor-
mational imperfections. The first relates to Smith’s concept of compensating 
differentials. Workers found it difficult to assess the non-wage and non- 
monetary benefits of working for a different employer. Even more significant 
was a time dimension. Even if an individual believed that she could assess the 
immediate impact of a potential job move, it was difficult to assess what the 
future in the new firm would hold for her. This depended so critically on 
things which could only be ascertained once a job had been taken up—how 
well she got on with her managers and fellow workers, how ruthless or other-
wise her managers were when she made mistakes, how readily good perfor-
mance was recognised in the form of extra pay or other rewards or promotion. 
Faced with such uncertainties, it might be quite rational for an individual not 
to respond to the lure of higher starting pay elsewhere—the rationality of 
irrationality or, as it became known, “bounded rationality”.

At first sight, the issue of mobility costs might not seem relevant for studies 
of local labour markets. Yet, moving from one firm to another even in a mod-
erately sized town, let alone a large city, can involve increases in travel to work 
expenses and complicate childcare and other family responsibilities. Over and 
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above these costs, Robinson and others emphasised the “psychic” costs of 
changing firms. People contemplating such a move might be concerned about 
losing contact with friends and colleagues at their current workplace, about 
leaving their social circle for a new and largely unknown community. In other 
words, he saw the firm as a social community as well as an economic entity. 
The third constraint on supply responses was the consequence of efficiency 
wages. Employers differentiated between workers in the same occupational 
category, recognising that some were more capable and productive than oth-
ers and being willing to pay them “over the odds” in order to attract and retain 
them. Taken to the extreme, this implies that the only truly homogenous unit 
of labour is a single person, throwing the then typical textbook model into 
some confusion.

This imperfect supply response frees employers from the constraints of a 
perfectly competitive local labour market but, if that was all there was to it, 
the employer would, at least to an extent, be a monopsonist. However, 
Robinson was also aware of the literature on labour as a quasi-fixed factor of 
production, as pioneered by Walter Oi (1962). Employers may train workers 
in skills that are to an extent specific to his firm. They can pay (at least in part) 
the costs of that training because they calculate that the worker will be reluc-
tant to leave the firm. Imagine someone is hired whose market value of mar-
ginal product (VMP) is 100. After training, that person’s VMP rises to 150 
but only in that firm. Therefore, the employer can start to recoup the costs by 
paying the person less than 150 but more than 100 and the worker is likely to 
stay. A sort of bilateral monopoly has been created: The employer is the only 
employer who demands this particular bundle of skills and the relevant group 
of workers are the only people who possess them. As a consequence, there is 
no unique equilibrium wage; there is scope for bargaining.

Robinson understood the fundamental imperfections in the labour market 
long before they became so central in academic thinking. Like Doeringer and 
Piore, he envisaged internal labour markets as administered markets often 
characterised by limited ports of entry, rewards for length of tenure and well- 
defined promotion ladders. Importantly, he understood that unions would 
have had relatively little room for bargaining or bargaining power over wage- 
related matters at the workplace but for the existence of internal labour mar-
kets. Often, unions used this bargaining power to shape the institutions of the 
internal labour market—for example, by encouraging limited ports of entry 
or rewards for seniority. Although Robinson worked mainly on the internal 
labour markets of firms (horizontal internalisation), he also stressed the 
importance of similar forces at work to create and intensify occupational 
internal labour markets (vertical internalisation).
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3  Trade Unions

Robinson started his career at a time when trade union power in Britain was 
significant and increasing. Immediately after the Second World War, trade 
union density (the percentage of the workforce unionised) stood at about 
44%. From the late 1960s, it started to increase and reached its peak in 1979 
when 55% of employees were union members. In the same year, about three- 
quarters of workers were covered by collective agreements. There were two 
reasons why the coverage figure was so much higher than membership. The 
first was that in many workplaces, individuals who chose not to join a union 
were nevertheless beneficiaries of the wages negotiated by the recognised 
union. The second was that workers in the public sector, large swathes of 
manufacturing and in parts of private services were covered by national agree-
ments, which in the case of the private sector were multi-employer. As a con-
sequence, an employee in a non-union firm, which at least complied with the 
rates set by the relevant national agreement, was covered by that agreement.

It was against this backdrop that Robinson believed that wages and wage 
structures were capable, to an extent, of being “administered”. Notions of fair-
ness and the exercise of bargaining power could play a fundamental role. 
Many years later, Atkinson (1999) wrote about pay norm models based on 
social codes, examples of which are solidaristic wage bargaining in Sweden 
and sectoral collective bargaining in the Netherlands, which effectively limited 
the dispersion of pay. This belief that there was room for social choice in con-
structing wage structures motivated much of Robinson’s work. It underlay the 
many commissions he undertook for the International Labour Organisation 
(ILO), the findings of some of which were published, including his report on 
civil service pay in Africa and his comparison of occupational pay structures 
in Singapore and elsewhere.

His belief in unionism was firmly based in the liberal-pluralist tradition. 
This was at the heart of the report of the Donovan Commission published in 
1968. To give Donovan its full title, it was the Royal Commission on Trade 
Unions and Employers’ Associations (1968), set up by the government to 
investigate the problems of industrial relations and what could be done to 
mitigate them. This was in response to concerns about the UK’s relatively slow 
growth rates and attempts to diagnose the reasons why. Prominent among 
these reasons was the view that the industrial relations system was functioning 
inefficiently. The Donovan Report’s stated operating assumptions were that 
workers had a right to a say in decisions affecting their everyday working lives 
and that an efficient collective bargaining system was the most appropriate 
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way of ensuring this. Remarkably to modern eyes, these were relatively uncon-
tentious assumptions to most of the political establishment of the day. This 
version of pluralism emphasised that there was an irreducible minimum of 
issues where there was bound to be a fundamental conflict of interest between 
worker and employer. It would be pointless and indeed illiberal to pretend 
otherwise. The aim should be to mediate such conflicts of interest as effi-
ciently and costlessly as possible. The Commission recognised that reform was 
needed and believed that this could be achieved voluntarily. It saw the under-
lying problem as a structural one. UK industrial relations had developed into 
a dual system. As we have seen, in most of private manufacturing and in some 
private services as well as in the public sector there was an infrastructure of 
national bargaining. In the private sector, this bargaining was multi-employer. 
For example, in engineering, the Engineering Employers’ Federation negoti-
ated with an amalgam of the relevant unions to agree basic rates of pay for a 
variety of grades as well as some other minimum terms and conditions. It was 
then open to individual employers to offer more, whether as a result of local 
bargaining or by fiat. The 1950s and 1960s saw a massive growth of this com-
pany or even establishment wage bargaining. Accompanying this was an 
increase in the number of shop stewards—ordinary workers at the establish-
ment who took on trade union duties. Increasingly, it was at the establish-
ment that wages were determined. The problem was that all of the rules and 
procedures that helped bargaining work remained at the national level and so 
there was the potential for chaos. In the relatively tight labour markets of the 
1960s, shop stewards used their bargaining power to pursue their wage 
demands. There was a rising trend of strike activity and most of these strikes 
were unofficial, that is, not sanctioned by the national union leaders.

Donovan’s voluntaristic solution was essentially to bureaucratise the shop 
steward movement in an approach that became dubbed “giving up control to 
regain control”. Giving up control meant relinquishing managerial preroga-
tive over a whole range of issues. By giving shop stewards full information 
about finance, production and marketing and about future plans and by, to an 
extent, making all of these things part of the bargaining process, they could 
make bargaining more of a non-zero-sum game. The vast majority of shop 
stewards, Donovan believed, were reasonable individuals who could be made 
to see that the interests of their members more often coincided with those of 
management than not.

Robinson firmly believed in the essence of this approach and that wage 
determination should be achieved, as far as possible, through collective bar-
gaining. In part, it was this desire to make collective bargaining work that led 
him to become one of Barbara Castle’s advisers when she became Secretary of 
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State for Employment in the Harold Wilson Labour government of the late 
1960s. Robinson was influential in the production of the famous, some would 
and did say infamous, White Paper entitled In Place of Strife (1969). However, 
as a result of Cabinet infighting and sustained union opposition, it never 
found its way on to the statute books. It was in many respects a more radical 
and coherent intervention than Edward Heath’s Industrial Relations Act of 
1971 that rapidly entered the demonology of the union movement. Strong 
though his belief in liberal pluralism and in voluntarism was, Robinson 
belonged to a group within Labour circles who believed that on their own 
these elements might not be enough. Something was needed to control the 
militant extremists amongst the shop stewards and in some union head offices. 
This was what In Place of Strife was intended to do. It proposed that the 
Secretary of State could order an employer to recognise a union or unions for 
bargaining purposes and that there should be a cooling-off period and/or a 
ballot of members before a strike could be called. An Industrial Board was 
proposed, which would have judicial power to impose penalties on any organ-
isation or anyone failing to comply with such orders.

Union opposition to both In Place of Strife and Heath’s subsequent legisla-
tion was in large part motivated by concern that the customary legal founda-
tions of unionism were being threatened. Since the early years of the twentieth 
century, the UK had been unusual among developed countries in having what 
Otto Kahn-Freund (1972) called an abstentionist tradition. Rather than hav-
ing their rights and obligations defined by statute, British unions gained their 
abilities to function through the operation of tort law. A tort is a civil wrong. 
Trade unions essentially had immunity from actions in tort taken by another 
party when they were engaged in or in contemplation of a trade dispute. 
Many union activists, as well as senior figures in the Labour government, 
resented the intrusion of the law, since they saw it as threatening this absten-
tionist tradition.

This episode seems to place Robinson very much on the right wing of the 
Labour Party. His involvement in government department discussions about 
the introduction of a national minimum wage and about tackling gender pay 
gaps would, in the late 1960s, have appeared to put him closer to the union 
movement. This was not in fact the case, at least as far as the national mini-
mum wage was concerned. When, in early 1968, its possibility was discussed 
with the TUC, Castle’s Department was met with indifference and, in some 
cases, outright opposition. There were two strands to this opposition. The first 
was very much linked to the reaction to In Place of Strife. This was an anxiety 
to keep the law out of industrial relations and to preserve “free collective bar-
gaining”. The second related to wage differentials between different groups of 
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workers. Differentials between the skilled and less skilled had remained 
remarkably stable for the first forty years of the twentieth century, but they 
narrowed noticeably during the Second World War. Subsequently, through 
the 1950s and 1960s, these differentials widened and those unions represent-
ing more skilled workers were worried that a national minimum wage might 
compress differentials again. Meanwhile, policy makers speculated that in 
order to avoid this compression, skilled workers would simply obtain com-
pensating increases. If this indeed happened, then a national minimum wage 
award designed to improve the relative pay position of the low paid would 
have no such effect. This possibility alarmed many in official circles because, 
it was calculated, knock-on effects such as these would triple or even qua-
druple the impact on the national wage bill. Against such opposition, legisla-
tion to promote a national minimum wage did not see the light of day and it 
was only thirty years later that the UK saw its introduction.

Interestingly, it would appear that officialdom exhibited very little concern 
about possible impacts on employment. This was in stark contrast to the pre-
vailing orthodoxy among academic economists. For them, monopsony was a 
rare occurrence. They had been brought up on textbooks that defined it in 
ways such as “a single employer in a remote geographical area”. Unsurprisingly, 
therefore, they tended to underplay its significance. It was a number of years 
later that more sophisticated ideas about monopsony emerged from authors 
such as Card and Krueger (1997). Evidently, however, Robinson was fairly 
relaxed about negative employment effects. Undoubtedly, this was because of 
his research on local labour markets. As we have seen, this made it clear to him 
that worker supply response was often limited. It was inelastic labour supply 
curves which subsequently formed the basis of more nuanced developments 
of monopsony theory from the likes of Card and Krueger, which in turn made 
the mainstream of the profession more relaxed about potential adverse 
employment effects of minimum wage legislation.

Whilst Castle’s minimum wage plans came to naught, another important 
pay intervention came into law shortly before the Labour government left 
office in 1970. This was the Equal Pay Act. Coming fully into force in 1975, 
the Act declared that an employer was obliged to ensure that:

 (a) for men and women employed on like work, the terms and conditions of 
one sex are not in any respect less favourable than those of the other; and

 (b) for men and women employed on work rated as equivalent, the terms and 
conditions of one sex are not less favourable than those of the other in any 
respect in which the terms and conditions of both are determined by the 
rating of their work.
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Of necessity, these requirements applied to individual employers. Robinson 
(1998a) realised that women were often concentrated by firm or occupation 
and that the Equal Pay Act could do little for them.

4  Incomes Policy and the Pay Board

When the Conservatives, led by Edward Heath, entered office in 1970, 
Robinson’s central role in Whitehall seemed over, at least until and if Labour 
regained power. With the exception of accepting the need to enforce the equal 
pay legislation, Heath explicitly set his face against interference in the private 
sector wage determination process and specifically against the incomes poli-
cies that had been such a prominent feature of Labour’s period of office 
between 1964 and 1970. Instead, he introduced the so-called N-1 policy 
whereby each successive public sector wage settlement was meant to be 1% 
lower than the previous one, in the hope that this would encourage modera-
tion in private wage settlements. However, faced with simultaneously rising 
unemployment and inflation, Heath did a major U-turn. Initially, he tried to 
persuade the TUC and the Confederation of British Industry to enter into 
some form of voluntary wage and price restraint. When these attempts failed, 
he declared a wages and prices freeze in November 1972. In April 1973, the 
second phase of his policy was announced and with it the establishment of 
two bodies charged with monitoring and implementation—the Pay Board 
and the Prices Commission. Robinson was appointed one of two Deputy 
Chairmen of the Pay Board. Despite Robinson’s very clear Labour Party back-
ground and involvement, it is said that Heath and his advisers recognised that 
few, if any others, combined intimate knowledge and experience of running 
incomes policy with his understanding and engagement with the trade union 
movement.

Robinson’s expertise was derived in large part from his time working as a 
senior economic adviser for the National Board for Prices and Incomes under 
the previous Labour government. It was established in 1965. This was not the 
first venture into something that might be called an incomes policy. The Atlee 
government had attempted to impose a wage freeze from 1948 to 1951. In 
1956, the Conservative administration had tried to obtain voluntary restraint 
in price and wage increases, while in July 1961 the Conservatives started a 
series of voluntary measures of pay restraint for the private sector, with the 
guidelines being compulsory for the public sector and the Wages Councils 
(independent bodies set up to establish minimum pay rates and other terms 
and conditions in areas of employment where trade union representation was 
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weak or non-existent). So, administered wage restraint was not the preserve of 
the Labour Party. However, it was in the second half of the 1960s that a 
Labour government almost institutionalised incomes policy. On entering 
office in 1964, it obtained TUC support to adopt a guideline of 3–3.5% for 
wage increases. This proved inadequate to constrain pay inflation and so a 
complete standstill was imposed in 1966. Importantly, for the first time, pay 
restraint became fully statutory. Thereafter, slightly more relaxed limits were 
set until the Labour government left office, but with the statutory element 
remaining.

In the short life of the Pay Board, Robinson became a nationally known 
figure. Ironically, given his background, the coal miners are central to the 
story. Coal mining was a nationalised industry. A miners’ strike in 1972 
caused wholesale disruption to the UK economy to the extent that, in order 
to cope with limited energy supplies, a three-day working week had to be 
instituted. So powerful were the miners that the government essentially caved 
in and yielded to almost all of their demands. Effectively, it was the miners 
who smashed the N-1 policy, ultimately leading the government to move to a 
statutory, second phase policy, in April of the following year. This second 
phase, which attempted to impose a limit on pay increases of £1 plus 4% per 
week, was superseded by a slightly more generous third phase, with a limit of 
7% or £2.25, whichever was the larger. In the autumn of 1973, the miners 
received an offer that was within the limits set by the third phase. They rejected 
it and called an overtime ban, which was followed by a strike in early 1974. 
The Chairman of the Pay Board, Sir Frank Figgures, launched an inquiry into 
miners’ pay and appointed Robinson to lead it. Simultaneously, Prime 
Minister Heath called a general election under the slogan “Who Governs 
Britain?” Robinson’s report found that the miners’ claim was largely justified. 
Unfortunately for Heath, the report, which was scheduled for publication 
shortly after the election, leaked a few days before polling day. Heath narrowly 
lost the election, and Labour secured a more substantial victory in a second 
election later in the year. As a consequence, Heath was ousted as leader of the 
Conservatives by Margaret Thatcher. It is said that Heath believed that the 
leak fatally undermined his electoral strategy and that he blamed Robinson 
for it and for his election defeat. Certainly, the national press fuelled such 
speculation, alighting on the fact that Robinson’s father still worked for the 
Coal Board and emphasising his own trade union background. The truth of 
the matter was never discovered.

The new Labour government accepted the findings of Robinson’s report, 
abolished the Pay Board and, with it, Robinson’s Whitehall job. In the sum-
mer of 1974, Labour launched its own brand of incomes policy. This was 
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initially voluntary, but this was found to be insufficient and so resort was had 
to statutory measures. Many commentators have argued that, just as with 
Heath, it was its failed incomes policies that were, in large part, responsible 
for Labour’s election defeat in 1979. With the arrival of Margaret Thatcher in 
Downing Street, incomes policies were assigned to the dustbin of history. 
Shortly after the demise of the Pay Board, Robinson was appointed Chair of 
the Social Science Research Council (the precursor of the Economic and 
Social Research Council), holding the post from 1975 to 1979. After that, he 
played a little further part in national public life. However, for most of the rest 
of the 1970s, Robinson did contribute to local policy-making as Chair of the 
Oxfordshire and Buckinghamshire District Manpower Committee and as 
head of a committee on local unemployment.

Today’s graduate students in economics have hardly heard the term incomes 
policy and yet in the 1960s and 1970s it was a central tool in the management 
of the economy. Why were economists like Robinson so wedded to this now 
discredited policy tool? In the 1960s, the Phillips curve had become regarded 
as a menu for policy choice, as Albert Rees put it. In making policy interven-
tions, governments could choose to trade off unemployment and inflation. 
Though unemployment in the first half of the 1960s was relatively low in 
Britain, ministers and civil servants were children of the Great Depression and 
put huge weight on keeping it low. This was true even for those of them who 
accepted the synthesis provided by Samuelson (1955). Samuelson essentially 
argued that in the longer run, the classical model worked to produce full 
employment via flexible wages and prices but in the short run the economy 
was Keynesian. Naturally, policy emphasised the short run and was still biased 
towards keeping unemployment low.

Friedman’s famous 1968 article on the expectations-augmented Phillips 
curve did not really change this bias amongst most policy makers and cer-
tainly not for Robinson. By the late 1960s and into the 1970s, they were 
witnessing a period of rising inflation and unemployment. Increasingly, ele-
ments of the economics profession were influenced by the implications that 
Friedman drew from the expectations-augmented Phillips curve. The long- 
run Phillips curve was vertical at the natural rate of unemployment. Any sin-
gle short-run Phillips curve is drawn for a given level of price expectations. A 
government that attempts to run the economy below the natural rate will 
cause money wages and prices to rise, thus shifting the Phillips curve out-
wards, reflecting a new higher level of price expectations. Thus, all that has 
been achieved is a short-run reduction in unemployment. The economy will 
be driven back to the natural rate but now with higher nominal inflation. Of 
course, many in the profession were unconverted, including Robinson. 
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Following Keynes’s own line, they argued that there were multiple equilibria 
and, if effective demand were insufficient, there would be involuntary unem-
ployment. On their own, wage and price flexibility were not enough to rectify 
this (see Farmer 2020). Later in his career, Robinson departed from his usual 
publishing arena and collected his thoughts on neoclassical economics in gen-
eral and on monetarism in particular in his book Monetarism and the Labour 
Market (Robinson 1986a).

However, whilst rejecting Friedman’s approach, Robinson worried that 
injections of demand could be dissipated in inflation. Cost-push inflation 
dominated his thinking, as it did of many others at the time. The two main 
drivers were import prices and wages. The oil price hike together with earlier 
increases in other commodity prices provided a dramatic example of the 
impact of import prices in the early 1970s. Unions, intent on trying to main-
tain real wages, demanded and obtained a compensating rise in nominal 
wages, which in turn employers passed on in prices, thus creating a vicious 
spiral of inflation. Wage bargaining could, and did, also provide a primary 
impetus in this cost-push world. Unions aiming for an increase in real wages 
achieved above inflation pay rises, only for employers to pass on the cost in 
their prices, again potentially causing an inflationary spiral. These fears 
reached their peak in the early to mid-1970s. As the Appendix at the end of 
this chapter shows, from 1973 until 1981 retail price inflation was in double- 
digits in every year except one, peaking in 1975 at nearly 25%. In many more 
years than not, earnings inflation exceeded price inflation.

It was one thing to take an anti-classical view of the world and to be con-
cerned about cost-push inflation and quite another to believe that incomes 
policies were a sensible tool of economic management. Indeed, many left- 
leaning academics were sceptical. Reviewing Robinson’s collection of essays, 
Incomes Policy and Capital Sharing in Europe (Robinson 1973), McCarthy 
(1974: 668) commented somewhat tartly that Robinson’s most interesting 
conclusion was that, ‘Incomes policy has little hope of success until govern-
ments realize that by resorting to such instruments they are setting out to 
“change basic and deeply rooted attitudes”’. Is this a fair appraisal of Robinson’s 
views? In attempting to answer this question, a good starting point is 
Robinson’s own definition of an incomes policy:

Comprehensive incomes policies can be more or less formal and more or less 
stringently applied. Nevertheless, they can fairly easily be grouped together 
generically to produce a family of policies which, although they range from 
statutory enforceable policies to a voluntary Social Contract, have certain fea-
tures in common. Firstly, there is a norm which specifies the permissible rate of 
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increase in pay. Secondly, there is usually, although not always, some provisions 
for additional increases in specified cases, either by applying certain pre- 
determined rules or as a result of special examination or recommendation by 
some approved body (Robinson and Mayhew 1983: 7).

The essential point to understand when assessing Robinson’s approach is 
that, at the time, he could not foresee a situation when collective bargaining 
was not the dominant mechanism by which pay was determined. At the same 
time, unemployment was rising to frighteningly high levels and inflation 
sometimes seemed in danger of getting out of control. In this climate, 
Robinson saw a limited defence of conventional incomes policy, which was 
one of timing. It could delay inflationary pressures with, he established, very 
limited allocative costs. One potential problem raised by some commentators 
at the time was that once a given policy was lifted, the reaction, known at the 
time as “bounce back”, of the relevant actors would be such as to produce 
even greater inflation than there would have been in the absence of the policy. 
Again, Robinson demonstrated that this was far from an inevitability. 
Therefore, both as an academic and policy adviser, he devoted himself to mas-
sively detailed work on the design of policy—on how and why to allow for 
exceptions, on how to set pay limits, and on how restraint should be gradually 
relaxed and finally lifted. Arguably, he had no peer in these respects.

Nevertheless, in some ways, McCarthy’s interpretation of Robinson’s think-
ing was correct. He believed that structural and attitudinal changes were 
needed to improve the performance of the labour market. Robinson empha-
sised that, strangely, this was not so far removed from the thinking of the 
followers of Friedman. Friedman indeed thought that the economy had to be 
run at the natural rate of unemployment in order to achieve stability of infla-
tion. However, he also stressed that if a government judged that this level of 
unemployment was unacceptably high, it needed to resort to structural mea-
sures to reduce it. In many respects, this was what Thatcherite policy was 
subsequently all about. Furthermore, just as much as Thatcher, Robinson 
understood that changing the balance of power between unions and employ-
ers might well be a vital ingredient in such reforms. He also recognised that 
social security reform, either by reducing the level of out-of-work benefits or 
by tightening eligibility criteria, could change the reservation wage and make 
the trade-off between unemployment and inflation less severe. What set 
Robinson apart from most economists of the time was a belief that a perma-
nent incomes policy might itself achieve structural reform. In 1983, he wrote 
that he had ‘no doubt that the apparent gains and losses of a comprehensive 
incomes policy look far more favourable when compared with the results of 
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the present package of government policy measures which include unemploy-
ment of well over three million’ (Robinson and Mayhew 1983: 138). He 
continued: ‘The depressing feature of the present policy discussion is the 
refusal of trade unions to recognise that there are serious problems in reconcil-
ing counter inflationary policies with high employment. Some structural or 
attitudinal changes are imperative’ (ibid.) and that:

Attitudes and value judgments cannot be changed overnight. They are more 
likely to be changed if those whose perceived self-interests are to be adversely 
affected can be persuaded that the new criteria and standards are generally 
acceptable and acceptable to those whose opinions the adversely affected groups 
regard as legitimate or reasonable. To this end we would hope that trade unions 
might be persuaded to participate in an incomes policy. If they do not, there 
seems little prospect of them achieving their other objectives (ibid.: 139).

In other words, Robinson fully recognised a need for structural reform. 
However, as late as the early 1980s, he still saw unions as a vitally powerful 
force in the UK economy. This was unsurprising given that, as we have seen, 
union density had reached its highest ever level at the end of the previous 
decade. Furthermore, the miners went on strike twice in the early 1980s, 
causing major industrial and political disruption. Thatcher felt too weak to 
take them on during the strike of 1982. It was only during the second strike 
in 1984 that she went on the offensive, bolstered by massive stockpiles of coal. 
Moreover, Robinson retained his political stance that collective bargaining 
was the best way of determining wages in an economy that desired a balance 
of power between workers and employers in order to produce distributional 
fairness. He saw a long-run incomes policy as a central tool for achieving this 
by persuading the union movement to moderate short term, sectional think-
ing in favour of taking a longer-term, more coordinated stance. His research 
on pay determination elsewhere, particularly in the Netherlands and Northern 
Europe, encouraged him in this view. Freeman and Medoff’s paper (1979) on 
the two faces of unionism chimed with Robinson’s take on the role of unions. 
Freeman and Medoff contrasted the monopoly face of unions where bargain-
ing was a zero-sum game with the collective voice face. In the right environ-
ment, where bargaining could be across an extensive range of issues, the 
expression of the collective voice could provide employers with a range of 
information about the concerns, observations and suggestions of their employ-
ees which could enable a non-zero-sum game. It was this which Robinson 
believed could be achieved in a carefully designed and implemented national 
incomes policy. He was realistic about the extremism, often politically 
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motivated, of some union leaders. That is why he had always believed that 
some legislative interference was necessary.

5  Conclusion

Whether any of this was ever achievable, we will never know. Such potential 
experiments became irrelevant after Thatcher won the second miners’ dis-
pute of 1984 and the country embarked on a very different type of structural 
reform and the union movement lost members and power year by year. This 
perhaps was one of the reasons why, in his later years, Robinson concentrated 
so much of his effort on missions, largely to developing countries, for the 
ILO. There his views that bargaining structures were capable of being changed 
and that wage outcomes to some extent should be administered had a more 
sympathetic audience than in the UK. However, some of Robinson’s thinking 
also has a strange resonance with economic debate in Britain today. His ambi-
tion to reform wage bargaining was based on a belief that the market set only 
broad limits and was motivated by the contemporary anxieties about both 
the level of inflation and the inflation/unemployment trade off. Today and in 
more recent times, concern about inequality has caused some economists to 
suggest that intervention in a now very different wage determination process 
is both desirable and feasible.

Robinson was primarily an institutionalist, researching industrial relations 
as much as conventional labour economics. Some contemporaries accused 
him of neglecting theory—indeed of being positively hostile to it. This was 
unfair. What he despised was theory from those who had little or no knowl-
edge of the institutions and history of the labour market. Sometimes, he was 
possibly too frank in expressing his contempt but he was intent on nurturing 
and protecting political economy. This reflected not just a view about what 
researchers should be doing but a view about what undergraduate education 
should be about. For many years, the Oxford PPE syllabus had a “bridge” 
optional paper between Politics and Economics entitled “Labour Economics 
and Industrial Relations”. In the 1970s through until the early 1990s, when 
industrial relations issues were such a prominent part of the national political 
debate, it was one of the most popular options. Robinson taught it for many 
years. He recognised that the vast majority of his students were not going to 
become professional economists and that indeed the specifics of what they 
had learnt in Oxford economics courses would soon be forgotten once they 
had moved into the world of work. Certainly, they needed to learn technical 
aspects of the subject but this should not lead to the undergraduate syllabus 
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simply being a piece of watered-down professional training. Professional 
preparation, in that sense, was the preserve of the Master’s degree. He saw his 
role as developing students’ general intellectual and cognitive capabilities 
through studying subjects they found interesting. That is what would remain 
with them in later life. He wanted his students to learn to think critically and 
carefully, to assemble and use evidence effectively and to write persuasively.

Perhaps this influence on generations of undergraduate and graduate stu-
dents, some of whom did go on to work on labour matters (whether as aca-
demics, public servants or union activists), together with his early insights 
into the workings of an imperfectly competitive labour market, are his two 
lasting legacies.

 Appendix 1: The Retail Price Index (RPI) 
and Unemployment in the UK, 1960–1985

RPI (%) Unemployment (million)

1960 1.8 0.37
1961 4.4 0.34
1962 2.6 0.45
1963 1.9 0.54
1964 4.8 0.39
1965 4.5 0.34
1966 3.7 0.35
1967 2.5 0.55
1968 5.9 0.57
1969 4.7 0.57
1970 7.9 0.60
1971 9.0 0.74
1972 7.7 0.83
1973 10.6 0.59
1974 19.1 0.59
1975 24.9 0.90
1976 15.1 1.22
1977 12.1 1.31
1978 8.4 1.30
1979 17.2 1.23
1980 15.1 1.56
1981 12.0 2.42
1982 5.4 2.79
1983 5.3 3.04
1984 4.6 3.16
1985 5.7 3.27
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24
David F. Hendry (1944–)

Neil R. Ericsson

1  Introduction

David Hendry has made—and continues to make—pivotal contributions to 
the econometrics of empirical economic modelling, economic forecasting, 
econometrics software, substantive empirical economic model design, and 
economic policy. This chapter reviews his contributions by topic, emphasising 
the overlaps between different strands in his research and the importance of 
real-world problems in motivating that research.

David Forbes Hendry was born of Scottish parents on 6 March 1944 in 
Nottingham, England, where his parents were temporarily relocated for the 
war effort. After an unpromising start in Glasgow schools, David obtained an 
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MA in Economics with First Class Honours from the University of Aberdeen 
in 1966. He then went to the London School of Economics (LSE) and com-
pleted an MSc (with distinction) in Econometrics and Mathematical 
Economics in 1967 and a PhD in Economics in 1970 under Denis Sargan. 
His doctoral thesis, “The Estimation of Economic Models with Autoregressive 
Errors”, provided intellectual seeds for his future research on the development 
of an integrated approach to modelling economic time series. David was 
appointed to a Lectureship at LSE while finishing his thesis and to a 
Professorship at LSE in 1977.

In 1982, David moved to the University of Oxford as a Professor of 
Economics and a Fellow of Nuffield College. At Oxford, he has also been 
Acting Director for the Institute of Economics and Statistics (1982–1984), 
Leverhulme Personal Research Professor of Economics (1995–2000), ESRC 
Professorial Research Fellow (2003–2006), and Chair of the Department of 
Economics (2001–2007). He is currently the Director of the programme 
Economic Modelling (EMoD; Institute for New Economic Thinking at the 
Oxford Martin School, 2010–) and the Co-Director of the programme 
Climate Econometrics (2015–). He also helped design the University’s 
Resource Allocation Model.

Much of David’s research has focused on constructing a unified method-
ological approach to empirical modelling of economic time series. His 1995 
book, Dynamic Econometrics, is a milestone on that path. General-to-specific 
modelling is an important aspect of this empirical methodology, which has 
become commonly known as the “LSE” or “Hendry” approach. David is 
widely recognised as the most vocal advocate and ardent contributor to this 
methodology. His research also has aimed to make this methodology widely 
available and easy to implement, both through publicly available economet-
rics software packages that embed the methodology (notably, PcGive and 
OxMetrics) and by substantive empirical applications of the methodology. As 
highlighted in many of his papers, David’s interest in methodology is driven 
by a passion for understanding how the economy works and, specifically, how 
best to carry out economic policy in practice.

David’s research has many strands. They include deriving and analysing 
methods of estimation and inference for non-stationary time series; develop-
ing Monte Carlo methods for investigating small-sample properties of econo-
metric techniques; exploring alternative modelling strategies and empirical 
methodologies; analysing concepts and criteria for viable empirical modelling 
of time series; developing software for econometric analysis, culminating in 
model selection procedures utilising machine learning; evaluating these devel-
opments in simulation studies and in empirical investigations of consumer 
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expenditure, money demand, inflation, and the housing and mortgage mar-
kets; and reassessing the history of econometric thought.

Over the last three decades, and in tandem with many of his developments 
in model design, David has reassessed the empirical and theoretical literature 
on forecasting, leading to new paradigms for generating and interpreting eco-
nomic forecasts. He developed a taxonomy of forecast errors and a theory of 
unpredictability that have yielded valuable insights into the nature of forecast-
ing. He has also provided new perspectives on many existing forecasting tech-
niques, including mean square forecast errors, add factors, leading indicators, 
pooling of forecasts, and multi-step estimation. In addition, David has devel-
oped new forecast tools, such as forecast encompassing, and he has improved 
existing ones, such as nowcasting and robustification to breaks.

David’s enthusiasm for econometrics and economics permeates his teach-
ing and makes his seminars notable. Throughout his career, he has promoted 
innovative uses of computers in teaching and, following the birth of the PC, 
he helped pioneer live empirical and Monte Carlo econometrics in the class-
room and in seminars. To date, he has supervised over 40 PhD theses, with 
numerous professional collaborations with his former doctoral students and 
other colleagues.

David has held many prominent appointments in professional bodies. He 
has served as President of the Royal Economic Society; editor of the Review of 
Economic Studies, Economic Journal, and Oxford Bulletin of Economics and 
Statistics; associate editor of Econometrica and the International Journal of 
Forecasting; President (Section F) of the British Association for the 
Advancement of Science; Chairman of the UK’s Research Assessment Exercise 
in economics; and special adviser to the House of Commons, both on mon-
etary policy and on forecasting. He is a chartered statistician, co-founder of 
Econometrics Journal, and a Fellow of the British Academy, the Royal Society 
of Edinburgh, and the Econometric Society. Among his many awards and 
honours, David has received the Guy Medal in Bronze from the Royal 
Statistical Society, eight honorary doctorates, a Lifetime Achievement Award 
from the ESRC, the Isaac Kerstenetzky Scholarly Achievement Award, and a 
knighthood from Her Majesty The Queen. The ISI lists him as one of the 
world’s 200 most cited economists, and he is a Thomson Reuters Citation 
Laureate. In addition to his academic talents, David is an excellent chef and 
makes a great cup of cappuccino!

The remainder of this chapter focuses on key contributions by David: the 
econometrics of empirical economic modelling (Section 2), econometrics 
software (Section 3), forecasting (Section 4), empirical analysis (Section 5), 
and Oxford connections (Section 6).
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2  Economics, Econometrics, 
and Empirical Modelling

‘The three golden rules of econometrics are test, test, and test; that all three 
rules are broken regularly in empirical applications is fortunately easily rem-
edied’ (Hendry 1980: 403). This quote from David’s 1979 Inaugural Lecture 
at LSE is a common thread throughout his writings. He has authored or co- 
authored three books that are milestones in his contributions to the develop-
ment of the econometrics for empirical economic modelling: Dynamic 
Econometrics (Hendry 1995), Co-integration, Error Correction, and the 
Econometric Analysis of Non-stationary Data (Banerjee, Dolado, Galbraith and 
Hendry 1993), and Empirical Model Discovery and Theory Evaluation (Hendry 
and Doornik 2014). The titles to these books aptly serve as the titles to the 
subsections herein.

2.1  Dynamic Econometrics

Dynamic Econometrics provides a systematic framework for empirical model-
ling of economic data, focusing on economic time series. Drawing on a likeli-
hood approach, this book lays out the economic and statistical underpinnings 
for empirical modelling, develops a typology of dynamic models, and ties the 
statistical theory of reduction to exogeneity, model evaluation, diagnostic test-
ing, encompassing, and model design. The concept of a data generation pro-
cess (DGP) is central to the theory of reduction, which implies that empirical 
models are derived from that DGP, rather than being autonomous constructs. 
This framework also allows a direct and unified analysis of many traditionally 
ad hoc “problems” in econometrics, such as residual autocorrelation and het-
eroscedasticity, simultaneity, measurement errors, data mining, misspecifica-
tion, nonsense regressions, causality, expectations, structural breaks, and the 
Lucas critique. Constructively, Hendry (1995) provides a progressive research 
strategy for empirical econometric modelling that embodies both economic 
theory and data features, explicitly allowing for evolution in the data’s struc-
ture and in economic theory itself. The empirical studies in Section 5 exem-
plify that progressive research strategy, and Hendry and Nielsen (2007) 
further develop the likelihood basis for this approach.

David’s education set the stage for Dynamic Econometrics. He was moti-
vated to study economics in Aberdeen and then in London because he saw 
unemployment, living standards, and equity as important issues. A scientific 
approach to their understanding required quantification, however, which led 
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him to econometrics—and thence to econometric methodology—to deter-
mine what could be learnt from non-experimental empirical evidence. In 
David’s view, if econometrics could develop good models of economic reality, 
economic policy decisions could be significantly improved. Since policy 
requires causal links, economic theory plays a central role in model formula-
tion. However, being highly abstract and simplified, economic theory could 
not be the sole basis for model formulation. Data and their analysis are cru-
cial, with much variation in the data being due not to economic factors but to 
“special events” such as wars and major changes in policy, institutions, and 
legislation. Failure to account for these special events can obfuscate the role of 
economic forces in an empirical model.

Then, as now, the “conventional” approach to modelling was to write down 
the economic theory, collect variables with the same names (such as consum-
ers’ expenditure for consumption), develop mappings between the theory 
constructs and the observations, and then estimate the resulting equations. 
That approach often ignored institutional aspects and inter-agent heterogene-
ity, as well as inherent conflicts of interest between agents on different sides of 
the market. Nevertheless, economists often believed their theories to such an 
extent that they retained them, even when the theories were strongly rejected 
by the data.

David had learned that the conventional approach did not work well 
empirically and that the straitjacket of that approach meant that one under-
stood neither the data nor economic behaviour. Instead, David tried a more 
data-based approach, in which economic theory provided guidance rather 
than a complete structure—but that approach required developing concepts 
of model design and modelling strategy.

David’s approach has four basic stages, beginning with an economic analy-
sis to delineate key economic factors. The next stage embeds those factors in a 
general empirical model that also allows for other potential determinants and 
relevant special features. Then, the congruence of that general model is tested. 
Finally, the general model is simplified to a parsimonious undominated con-
gruent final selection that encompasses the original model, thereby ensuring 
that all reductions (aka simplifications) are valid.

Chris Gilbert (1986) contrasted the conventional approach and David’s 
approach, nicknaming the two as the “Average Economic Regression” (AER) 
and “Professor Hendry’s Econometric Methodology”. While the latter is often 
known as the “LSE” or “Hendry” approach, David is the first to acknowledge 
that many other individuals have also contributed to it and that not all of 
those individuals have been at LSE. Moreover, David himself has now spent 
most of his professional career at the University of Oxford, not LSE.
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When David began developing his approach, the first tractable cases for 
general-to-specific modelling were linear dynamic single equations, where a 
key issue was choice of appropriate lag length. That said, the general-to-
specific principle applies to all econometric modelling, albeit with some com-
plications for nonlinear settings; see Trivedi (1970), Mizon (1977) and 
Hendry (1984a) for early empirical and theoretical contributions. Many other 
aspects followed, such as developing a taxonomy for model evaluation, 
orthogonalising variables, and recommencing an analysis at the general model 
if a rejection occurs. Additional developments expanded this approach to sys-
tem modelling, in which several (or even all) variables are treated as endoge-
nous; see Hendry, Pagan and Sargan (1984). Cointegration is easily analysed 
as a reduction in this framework. So is encompassing of the VAR and deter-
mining whether a conditional model entails a valid reduction; cf. Mizon 
(1995) and Hendry (1997). David’s empirical research embodies these fea-
tures of model construction, as Section 5 details. Sections 2.3 and 3 discuss 
how his approach could be and was automated with machine learning, result-
ing in the Autometrics feature of his and Jurgen Doornik’s econometrics soft-
ware package OxMetrics.

Dynamic Econometrics is the largest single project in David’s professional 
career, and it had several false starts. In 1972, the large Italian public holding 
company IRI invited David and his former LSE classmate Pravin Trivedi to 
publish (in Italian) a set of lectures on dynamic modelling. In preparing those 
lectures, David and Pravin became concerned that conventional econometric 
approaches camouflaged misspecification. Rather than resulting directly in a 
book, that process laid out a research agenda that included a general analysis of 
misspecification, as in Hendry (1973, 1975); the unified treatment of econo-
metric estimators, in Hendry (1976); and empirical model design, systematised 
in Hendry and Richard (1982, 1983) and Hendry (1983, 1987a).

In the 1980s, David visited Duke University on a regular basis and again 
attempted to write the book—this time with Bob Marshall and Jean-François 
Richard. Common factors, the theory of reduction, equilibrium correction, 
cointegration, encompassing, and exogeneity had already clarified the empiri-
cal analysis of individual equations; and powerful software with recursive esti-
mators implemented the ideas.

Modelling complete systems raised new econometric and operational 
issues, so David and colleagues wrote the software package PcFiml, now part 
of OxMetrics; see Section 3. PcFiml ensures that system modelling begins 
with the unrestricted system, which is first checked for congruence. Modelling 
then reduces that system to a specific model thereof, tests over-identification, 
and encompasses the VAR; see Hendry, Neale and Srba (1988), Hendry and 
Mizon (1993), and Doornik and Hendry (1994). This work paralleled and 
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drew on concurrent developments in system cointegration by Søren Johansen, 
Katarina Juselius, and others in Copenhagen; see Johansen (1988, 1995), 
Johansen and Juselius (1990), and Juselius (2006). A daunting list of topics 
still remained, including general-to-specific modelling and diagnostic testing 
in systems, model reliability, and the role of inter-temporal optimisation 
theory. Bob and Jean-François became more interested in auctions and experi-
mental economics, so their co- authorship lapsed.

In the late 1980s, David circulated a first full draft of Dynamic Econometrics 
for comments, drawing extensively on help from Duo Qin and Carlo Favero. 
In Oxford, Duo had transcribed David’s course lectures, themselves based on 
earlier draft chapters, and Carlo had drafted answers for the solved exercises. 
The final manuscript still took years more to complete.

As published, Dynamic Econometrics systematically covers a vast array of 
topics in econometric modelling and is almost 1000 pages long, 6 cm thick, 
and heavy—which David has jokingly remarked makes it useful as a door-
stop. David dedicated the book to his wife Evelyn and their daughter Vivien. 
The dedication was much more than perfunctory. Evelyn and Vivien not only 
facilitated time to work on ideas and visit collaborators, tolerated numerous 
discussions on econometrics, and corrected grammar; Vivien—a professional 
economist in her own right—worked through analyses and helped debug the 
software.

Dynamic Econometrics notably and deliberately omitted several major 
strands of David’s research, as they were being published elsewhere. Those 
strands include Monte Carlo methodology, in Hendry (1984b) and Hendry, 
Neale and Ericsson (1990); numerical issues and econometric software, in 
Hendry (1976), Hendry and Srba (1977, 1980), and Doornik and Hendry 
(1992, 1994); the history of econometrics, in Hendry and Morgan (1995); 
forecasting, in Clements and Hendry (1994, 1998a, b, 1999a, 2002a); and 
cointegration in Hendry (1986a), Banerjee and Hendry (1992a), and 
Banerjee, Dolado, Galbraith and Hendry (1993). On the last, Dynamic 
Econometrics lacks an extensive discussion of cointegration—a surprising 
omission, given David’s interest in and major contributions to cointegration 
and equilibrium correction. However, because (co)integrated series can be 
reduced to stationarity, much of Dynamic Econometrics assumes stationarity, 
allowing Dynamic Econometrics to focus on modelling per se. Fittingly, the 
next subsection turns to cointegration.
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2.2  Co-integration, Error Correction, 
and the Econometric Analysis of 
Non-stationary Data

David’s early exposure to and understanding of error correction models—
what are now called equilibrium correction models—lay the foundation for 
his contributions to cointegration, including the book by Banerjee, Dolado, 
Galbraith and Hendry (1993) titled Co-integration, Error Correction, and the 
Econometric Analysis of Non-stationary Data. In the late 1960s and early 1970s, 
David had learned from the equilibrium correction models in Sargan (1964) 
how to model in differences and in levels of economic variables. A decade 
prior to Sargan’s paper, Bill Phillips (1954)—of Phillips curve fame and also 
at LSE—had analysed integral, proportional, and derivative control in formu-
lating economic policy. Phillips’s framework was also equilibrium correction; 
see in addition Smith (1926) and Mills (2011).

In the early 1970s, David, with James Davidson, began modelling UK 
consumers’ expenditure in an equilibrium correction framework, eventually 
published as Davidson, Hendry, Srba and Yeo (1978). At the same time, 
David and Gordon Anderson were modelling building societies, which are 
the British analogue of the US savings and loans associations. David discussed 
that work in his invited presentation at the August 1975 Toronto Econometric 
Society World Congress, showing that a system of equilibrium corrections 
could offset non- stationarity; see Hendry and Anderson (1977).

A major turning point came shortly thereafter during David’s sabbatical in 
the USA. In November 1975, Chris Sims and the Minneapolis Fed sponsored 
a conference “New Methods in Business Cycle Research”. In a presentation at 
the conference, Clive Granger critiqued the then common poor econometrics 
of static regressions involving trending data, showing in particular that a high 
R2 and a low Durbin–Watson statistic were diagnostic of misspecification and 
indicative of a nonsense regression in the sense of Yule (1926). As an alterna-
tive, Clive proposed modelling differences of the variables, as advocated by 
Box and Jenkins (1970).

David was a discussant for Clive’s presentation. While sympathetic to 
Clive’s critique, David thought that the common factor interpretation of error 
autocorrelation—in combination with equilibrium correction models—
resolved the problem of nonsense regressions better than did differencing. 
Moreover, equilibrium correction models retained the economics. Clive’s and 
David’s presentations were subsequently published in the conference volume 
as Granger and Newbold (1977) and Hendry (1977).

At the conference, Clive was sceptical about relating differences to lagged 
levels, as in an equilibrium correction framework, and he doubted that the 
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correction in levels could be stationary. Differences of the data did not have a 
unit root, whereas their lagged levels did. Investigating that issue helped Clive 
discover cointegration, with results published initially in Granger (1981, 
1986), Granger and Weiss (1983), and Engle and Granger (1987). In his 
Nobel Prize Lecture, Clive gives an amusing account of his interchange with 
David at the Minneapolis conference:

A colleague, David Hendry, stated that the difference between a pair of inte-
grated series could be stationary. My response was that it could be proved that 
he was wrong, but in attempting to do so, I showed that he was correct, and 
generalized it to cointegration, and proved the consequences such as the error-
correction representation … (Granger 2004: 363).

Clive’s development of cointegration also resolved the debate between model-
ling in levels and modelling in differences, as David discussed in Hendry (2004).

In mid-1983, David visited Rob Engle and Clive Granger in San Diego 
and returned to Oxford all enthused about testing for cointegration. That 
rapidly resulted in one of the very first empirical applications of the Engle–
Granger test for cointegration—Hendry and Ericsson (1983), later published 
as Hendry and Ericsson (1991a); see Section 5.3.

David’s interest in cointegration led to an explosion of research activity: 
two special issues on cointegration for the Oxford Bulletin of Economics and 
Statistics, published as Hendry (1986a) and Banerjee and Hendry (1992a); a 
number of papers, including Banerjee, Dolado, Hendry and Smith (1986), 
Hendry (1986b), Hendry and Neale (1988, 1991), Banerjee and Hendry 
(1992b), and Campos, Ericsson and Hendry (1996); and the book by 
Banerjee, Dolado, Galbraith and Hendry (1993). The last was prompted in 
part by innovative mathematical statistics that use Wiener processes to help 
describe the limiting distributions of unit-root processes, as developed by 
Phillips (1986, 1987), Stock (1987), Johansen (1988), Chan and Wei (1988), 
and others. David felt that the power and generality of that new approach 
would dominate the future of econometrics, especially since some proofs 
became easier, as with the forecast-error distributions in Clements and 
Hendry (1996a, b).

The key insight with cointegration, though, was conceptual. In the Granger 
representation theorem in Engle and Granger (1987), the data are integrated 
and cointegrated because the number of distinct equilibrium correction terms 
is less than the number of decision variables. Johansen (1988) formalised that 
property as reduced-rank feedbacks of combinations of levels onto growth 
rates. Cointegration also explained and helped reinterpret many earlier results. 
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For instance, in Sargan (1964), the equilibrium relationship involved real 
wages relative to productivity, with the measured disequilibrium determining 
future wage rates, given current inflation rates. Likewise, in Davidson, Hendry, 
Srba and Yeo (1978), disequilibrium between consumers’ expenditure and 
income affected future growth in expenditure; and Hendry (1980) showed 
that “nonsense regressions” could be both created and detected.

2.3  Empirical Model Discovery and Theory Evaluation

Hendry (1995) laid the framework for empirical model evaluation and design, 
and Banerjee, Dolado, Galbraith and Hendry (1993) provided the statistical 
framework for dealing with cointegration. However, the actual construction of 
a model by manually simplifying from general to simple was tedious, time-
consuming, and fraught with error, not least because there often were many 
simplification paths to follow. David’s initial empirical studies—of consumers’ 
expenditure, money demand, and the mortgage and housing markets—high-
lighted those challenges and difficulties; see Section 5. A twofold serendipity 
for David led to remarkable breakthroughs in empirical modelling. First, gen-
eral-to-specific modelling could be automated in computer software with 
machine learning. Second, the number of potential variables being considered 
could be more than the number of observations. Hendry and Doornik’s (2014) 
book Empirical Model Discovery and Theory Evaluation provides the theoretical, 
statistical, computational, and empirical basis that integrates those 
breakthroughs.

The first serendipity occurred at a Carnegie–Rochester conference in 
November 1996. David was the discussant of Faust and Whiteman (1997), who 
critiqued the Hendry approach to modelling, with David’s formal reply pub-
lished as Hendry (1997). One of the conference participants was Kevin Hoover, 
who knew David from Oxford when he (Kevin) was writing his DPhil at Nuffield 
College in the early 1980s. Over drinks, Kevin expressed scepticism about 
 general-to-specific modelling, with David pointing to the success of his and oth-
ers’ various empirical modelling efforts. After the conference, Kevin and his stu-
dent Stephen Perez set out to scientifically challenge David’s claim by constructing 
a computer-based simulacrum of what general-to-specific modellers did in prac-
tice, focusing on path search and diagnostic testing. Much to Kevin’s surprise, the 
simulacrum worked well—phenomenally well in fact—and well beyond even 
David’s own hopes and expectations; see Hoover and Perez (1999).

David immediately saw the potential of this computer-automated approach 
that employed machine learning. David and his colleague Hans-Martin 
Krolzig built on Kevin and Stephen’s achievement, developing the 
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econometrics package PcGets (“Gets” for “general to specific”). Subsequently, 
David and Jurgen Doornik embedded and enhanced that modelling approach 
directly in their econometrics package PcGive as the routine Autometrics; see 
Section 3 for further details.

The second serendipity arose through Jan Magnus and Mary Morgan’s 
(1999) econometric modelling competition, in which they invited researchers 
to analyse two datasets, following different modelling approaches. One data-
set was of the US demand for food from 1929 to 1989, building on Tobin’s 
(1950) empirical analysis through 1948. Most investigators discarded the data 
for the inter-war period and for the Second World War as being too difficult 
to model. For example, a standard demand model fitted over the whole sam-
ple delivered positive price elasticities.

David was a late entrant in the competition, serving as discussant to Siegert 
(1999), who had analysed the data acting “as if ” he were David. In David’s 
follow-up, published as Hendry (1999) and to be reprinted in Ericsson 
(2021), David aimed to replicate Siegert’s and others’ findings for the post- 
war subsample while actually using the whole sample. After all, more data 
should be better than less, if used in the right way. David thus estimated a 
given model over the whole sample, including indicator variables (one-off 
dummy variables for individual observations) for all observations up to the 
beginning of the post-war period. Several of those indicator variables were 
highly significant. Three were associated with a food programme in the USA 
during the Great Depression. Unsurprisingly, the food programme affected 
the demand for food. The other significant indicator variables were for years 
during the Second World War.

David then reversed the whole procedure, estimating the model over the 
whole sample but including indicators for the post-war period. That was 
equivalent to estimating the model over the first part of the sample. A few 
post-war indicators were marginally significant, as the corresponding Chow 
test revealed.

Finally, David estimated the model over the whole sample, including the 
indicators selected in the two subsample estimations. Of those indicators, 
only those for the food programme and the Second World War were signifi-
cant, and they had clear economic explanations. By including just those indi-
cators, the whole sample could be adequately captured by a single model. The 
large data variability during the inter-war period and the Second World War 
also greatly reduced the estimated economic parameters’ standard errors rela-
tive to those in the same model estimated on the post-war period alone.

In the process, David had included an indicator for every observation, 
albeit in two large blocks. Model selection could handle more potential vari-
ables than there are observations—something previously believed to be 
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impossible, both theoretically and empirically. All indicators could be consid-
ered. The key was realising: just not all of them at once.

There are precursors to this approach in the literature. For reference, the 
canonical case for this problem in model selection is impulse indicator satura-
tion (IIS), in which the set of candidate explanatory variables includes a 
dummy variable for each observation. The solution to this canonical case is 
implicit in several existing techniques. For instance, as Salkever (1976) shows, 
the Chow (1960) statistic for testing predictive failure can be calculated by 
including zero-one indicator variables for all observations in the forecast 
period and then testing those indicators’ joint significance. Recursive estima-
tion is another example. Its “forward” version can be calculated by estimating 
the model, including an indicator variable for every observation in the latter 
part of the sample, and then sequentially removing the indicators, one indica-
tor at a time. Both forward and backward versions of recursive estimation can 
be calculated in this fashion. Together, they require indicators for all observa-
tions in the sample and thus analyse as many potential variables as there are 
observations. Andrews’ (1993) unknown breakpoint test and Bai and Perron’s 
(1998) generalisation thereon are also interpretable as specific algorithmic 
implementations of saturation techniques.

To understand IIS’s properties, Hendry, Johansen and Santos (2008) con-
sidered a stylised version of IIS with a split-half sample, similar to what David 
undertook empirically in Hendry (1999). Under the null hypothesis that 
there are no outliers or breaks in the DGP, IIS incurs only a small loss of effi-
ciency. For example, for a sample size of 100, on average one impulse indica-
tor out of the 100 total would be significant at the 1% significance level. 
Because an impulse indicator merely removes one observation from the sam-
ple, the method is 99% efficient under the null hypothesis. IIS is almost cost-
less, despite searching across 100 indicators.

Under the alternative hypothesis, IIS can detect multiple outliers and loca-
tion shifts (aka structural breaks). Castle, Doornik and Hendry (2012) dem-
onstrate high power for multiple location shifts that are “large enough”. 
Importantly, IIS can detect breaks that are near or at the ends of the sample. 
That circumvents an implicit shortcoming of the Andrews and Bai–Perron 
procedures. Johansen and Nielsen (2009) generalise the theory of IIS to 
include autoregressive distributed- lag models with or without unit roots and 
prove that IIS does not affect the rate of convergence of other parameter esti-
mates to their population values.

IIS adds blocks of dummies to estimation and model selection. IIS can 
consider many blocks, thereby allowing many different alternatives to be con-
sidered. This feature of IIS has remarkable implications. Under the null 
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hypothesis, an indicator for a given observation is significant only if it is dis-
crepant. Its significance does not depend particularly on how or how often the 
indicators are split into blocks, provided that the blocks are large and that 
multiple search paths are explored.

The alternative hypothesis of multiple unmodelled breaks or outliers is 
equally important. For ease of discussion, assume two outliers. Detection of 
one outlier (the first, say) can be difficult unless the other outlier is accounted 
for. Failing to include that second outlier in the model induces a larger esti-
mated error variance, making the first outlier appear less significant than it 
actually is. Hence, there is a need to include sufficient indicators to capture all 
actual outliers.

Hoover and Perez (1999) showed the advantages of multiple-path contract-
ing searches that are guided by encompassing evaluations. Moreover, the 
block-search algorithm can be generalised to include candidate variables such 
as standard economic variables, and not just impulse indicators. Purely con-
tracting searches are not always possible, but the principle of examining many 
large blocks remains. Blocks help avoid inadvertently eliminating variables 
that are correlated with already selected variables, and blocks help detect 
effects that are camouflaged by breaks.

Block searches allow selecting jointly across lag length, functional form, 
relevant variables, and breaks, even when doing so implies that the number of 
candidate variables is greater than the number of observations. Such block 
searches can still be implemented, so long as the number of variables in each 
block is smaller than the sample size. Block searches can be iterated—and 
with changing composition—to allow many alternatives to be considered. 
Under the null, estimates of the parameters of interest are still relatively effi-
cient. Under the alternative, it is particularly important to consider all of these 
complications jointly because they are likely to be connected. As with cointe-
gration, proofs of distributional results involve additional mathematics, such 
as an iterated one-step approximation to the Huber-skip estimator; see 
Johansen and Nielsen (2013, 2016).

Other procedures tend to address just one or a few issues, rather than all of 
them at once. Nonparametric statistics can determine functional form but, in 
so doing, assume constant parameters, accurate measurements, and inclusion 
of all relevant variables. Robust statistics can tackle contaminated data but 
assume an otherwise correct specification. Step-wise regression and Lasso may 
easily detect a single omitted variable but can fail badly under multiple mis-
specifications. Those techniques lack a mechanism that ensures capturing all 
relevant outliers and breaks. The block-search approach aims at considering 
all complications together. As Hendry and Johansen (2015) show, it can do so 

24 David F. Hendry (1944–) 



576

without distorting the distribution of the parameter estimates of a correct 
theory-specified model. In yet another moment of serendipity, David and 
Søren discovered this result while trying to prove something else.

Hendry and Doornik (2014) thus integrate the computer-automated 
model selection approach launched by Hoover and Perez (1999) and the IIS 
technique formulated in Hendry (1999), enhancing and generalising both. 
Hendry and Doornik (2014) document that automated approaches such as 
Autometrics avoid the pernicious properties of many earlier approaches, 
which employed poor algorithms and inappropriate criteria for model selec-
tion and evaluation. Whether starting from a large model that nests the DGP 
or from a model that is the DGP itself, model search à l’Autometrics retains 
roughly the same relevant variables, and it obtains a controlled average num-
ber of irrelevant variables. Hendry (2015) and Castle and Hendry (2019) 
show at an intuitive level how these tools are accessible for empirical macro- 
econometric modelling of economic time series, illustrating with equations 
for wages, prices, unemployment, and money demand in the UK.

3  Econometrics Software

Operational econometric methods require computer software. David recog-
nised this early on when writing his PhD thesis, so he wrote code in Fortran 
for the techniques that he was developing. David parlayed that code into a 
suite of mainframe software programs called AUTOREG, the most promi-
nent being the single-equation package GIVE (for “Generalized Instrumental 
Variables Estimation”). GIVE served as a precursor to David’s PC-based pro-
gram PcGive. The programs in AUTOREG lay the framework for David and 
Jurgen Doornik’s current software package OxMetrics, which includes PcGive. 
This section discusses how David’s development of econometric software par-
allels and embodies his and others’ innovations in econometric methodology, 
facilitated by extensive collaboration and by improvements in computing 
technology. Hendry and Doornik (1999) provide a brief history.

David had three reasons for developing econometrics software: to facilitate 
his own research, seeing as many techniques were not available in other pack-
ages; to ensure that other researchers did not have the excuse of unavailability; 
and for teaching. Early versions of GIVE demonstrated the computability of 
FIML for systems with high-order vector autoregressive errors and latent- 
variable structures. At LSE, David and his research officer Frank Srba expanded 
David’s initial version of AUTOREG to include new techniques, especially a 
rapidly expanding battery of model diagnostic (misspecification) tests.
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David saw diagnostic testing as a key aspect of empirical model building, 
functioning in much the same way that a medical doctor would run examina-
tions and tests on patients to diagnose what was troubling them. Tests for 
predictive failure—along with numerous other diagnostics being developed at 
the time—were promptly implemented in AUTOREG; see Hendry and Srba 
(1977, 1980). At the time, few empirical economic models were subjected to 
much diagnostic scrutiny: it was typical to report just an R2 and the Durbin–
Watson statistic. In seminars and workshops, and in meetings at HM Treasury, 
the Bank of England, and elsewhere, David would question these untested 
assumptions in other authors’ empirical models and volunteer to check out 
their models in GIVE, which quickly became known as Hendry’s “model 
destruction program” (in the words of Meghnad Desai).

Shortly after moving to Oxford, David ported the mainframe program 
GIVE to a PC-based “PcGive”, a menu-driven version initially on an IBM 
PC  8088 using a rudimentary MS-DOS Fortran compiler; see Hendry 
(1986c, 1987b). That conversion took about four years, with his research 
officer Adrian Neale writing graphics in Assembler. One immediate benefit 
was a practical, graphical implementation of recursive estimation and testing 
procedures—a major leap forward for analysing parameter constancy.

Jurgen Doornik then translated PcGive to C++ and implemented it as a 
Windows-based package with a front end (GiveWin), modules for single- 
equation and system estimation and testing (PcGive and PcFiml), Monte 
Carlo simulation (PcNaive), and specialised modules for modelling volatility, 
discrete choice, panels, ARFIMA, and X12ARIMA; see Doornik and Hendry 
(2001). Jurgen subsequently converted PcGive to his Ox language, enabling 
further additions by anyone writing Ox packages; see Doornik (2001).

Motivated by Hoover and Perez’s (1999) results on computer-automated 
model selection, David and Hans-Martin Krolzig designed the PcGive-based 
econometrics software package PcGets, expanding on Hoover and Perez’s tools 
for model selection; see Hendry and Krolzig (2001). PcGets’s simulation prop-
erties confirmed many of the earlier methodological claims about general-to-
specific modelling; and, through machine learning, PcGets provided significant 
time- savings to the researcher, especially for large problems; see Hendry and 
Krolzig (1999, 2005). David and Jurgen then embedded and enhanced PcGets’s 
modelling approach in PcGive as the routine Autometrics; see Doornik and 
Hendry (2007) and Doornik (2008, 2009). Improvements to PcGive and the 
suite of OxMetrics packages continue unabated, as the most recent release in 
Doornik and Hendry (2018) testifies. The software manuals are substantial 
works in themselves, providing extensive discussion of the econometric and 
methodological underpinnings to the software’s implementation.

24 David F. Hendry (1944–) 



578

PcGive embodies several important features for David, and for modellers 
generally. First, the software is flexible and accurate, with the latter checked by 
standard examples and by Monte Carlo. Second, it has rapidly incorporated 
new tests and estimators—sometimes before they appeared in print. Examples 
include Sargan’s common-factor test, the system-based tests of parameter con-
stancy from Hendry (1974) and Kiviet (1986) and their recursive equivalents, 
the Johansen (1988) reduced-rank cointegration procedure, general-to-
specific model selection, and IIS and its generalisations. Notably, other com-
mercially available software packages are only starting to implement IIS, in 
spite of its power for detecting breaks and outliers. Third, while OxMetrics is 
interactive, it also generates editable batch code of user sessions, helping rep-
lication and collaboration—and combining the best of both batch and inter-
active worlds.

Empirical modelling still requires the economist’s value added, especially 
through the choice of variables and the representation of the unrestricted 
model. The machine-learning algorithm Autometrics confirms the advantages 
of good economic analysis through excluding irrelevant effects and (espe-
cially) through including relevant ones. Excessive pre-simplification, as might 
be suggested by some economic theories, can lead to a badly misspecified 
general specification with no good model choice from simplification. 
Fortunately, little power is lost from some overspecification with orthogonal 
regressors, and the empirical size remains close to the nominal one.

For David, automatic model selection is a new and powerful instrument 
for the social sciences, akin to the introduction of the microscope in the bio-
logical sciences. Already, PcGets and Autometrics have demonstrated remark-
able performance across different (unknown) states of nature, with Monte 
Carlo data generating processes being found almost as often by commencing 
from a general model as from the DGP itself. Retention of relevant variables 
is close to the theoretical maximum, and elimination of irrelevant variables 
occurs at the rate set by the chosen significance level. The selected estimates 
have the appropriate reported standard errors, and they can be bias-corrected 
if desired, which also down-weights adventitiously significant coefficients. 
These results essentially resuscitate traditional econometrics, despite data- 
based selection. Peter Phillips (1996) has made great strides in the automation 
of model selection using a related approach; see also Haldrup, Hendry and 
van Dijk (2003).

 N. R. Ericsson



579

4  Forecasting

A forecast is any statement about the future. Such statements may be well 
founded, or lack any sound basis; they may be accurate or inaccurate on any 
given occasion, or on average; precise or imprecise; and model-based or infor-
mal … Since [a forecast] is merely a statement about the future, anything can be 
forecast … (Clements and Hendry 2002b: 2).

This quote from the introduction to David and Mike Clements’ 2002 book 
A Companion to Economic Forecasting emphasises just how widespread fore-
casts are—whether as ex ante or ex post forecasts, or as “projections”, alterna-
tive simulations, or policy scenarios. As such, forecasts play key roles in 
economic decision- making by consumers, by firms, and by governments. 
David’s own involvement in economic forecasting evolved from making fore-
casts (Section 4.1) through an understanding of the nature of forecasts 
(Section 4.2) to designing ways in which forecasts can be improved 
(Section 4.3).

4.1  Making Forecasts

David has made economic forecasts throughout his professional career. His 
early experiences in forecast failure motivated him to examine the roles of 
forecasts in economics, and thence to understand forecasts qua forecasts and 
seek out how to improve them.

David first became interested in forecasting in 1964 as an undergraduate at 
the University of Aberdeen. He was very much influenced by the empirical 
economic models of Klein (1950) and Tinbergen (1951), who had suggested 
the feasibility of forecasting future outcomes. In his undergraduate thesis, 
David estimated a regression model for annual UK consumers’ expenditure 
given current income and lagged expenditure—painstakingly worked out on 
a mechanical calculator. Using the whole-sample parameter estimates, he cal-
culated a “forecast” of the last observation to see how close it was to the out-
come—in effect, evaluating the last residual of his estimation period. The 
forecast and the outcome were reasonably close, but unsurprisingly so because 
the observation that was forecast was in the estimation sample, and hence the 
corresponding forecast error was included in the sum of squared residuals that 
least-square estimation minimised.

A few years later, when writing his PhD thesis under Denis Sargan at LSE, 
David developed a small macro-model of the UK economy that included an 
equation for consumers’ expenditure. David’s forecasts from that model did 
not fare well. In late 1967, he calculated ex ante forecasts of consumers’ 
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expenditure for the next two quarters: 1968Q1 and 1968Q2. When actual 
expenditure was later reported by the Central Statistical Office, David’s model 
had massive forecast failure and, in his own words, it took him years to under-
stand why such forecast failure is commonplace.

That particular forecast failure arose from a change in economic policy. 
During 1968Q1, the Chancellor of the Exchequer (i.e. the UK finance min-
ister) threatened to increase Purchase Tax—essentially, a sales tax—if consum-
ers did not “behave themselves” and spend less. Consumers responded by 
spending more, especially on durable goods. So, in the next quarter, the 
Chancellor duly increased Purchase Tax, and consumers’ expenditure fell. 
David’s model did not account for the Chancellor’s policy threat, the policy’s 
implementation, or consumers’ responses to both. Consequently, the model’s 
forecasts failed badly. Forecast failure notwithstanding, David’s model was 
subsequently published in Hendry (1974), which included a new test for pre-
dictive failure that generalised Chow’s (1960) single-equation predictive fail-
ure test to systems, albeit in a χ2 version rather than the F version that Kiviet 
(1986) later developed.

Other economists were also evaluating forecasts from macro-models, and 
their contributions stimulated David’s own thinking on the topic. Charles 
Nelson in particular wrote two influential papers on ex ante forecasts: Nelson 
(1972) and Cooper and Nelson (1975). Using methods proposed by Box and 
Jenkins (1970), Nelson and Cooper showed that forecasts from univariate 
time-series models could beat forecasts from large empirical economic models 
such as the FRB–MIT–PENN model. From an LSE perspective, such large 
models treated dynamics inadequately, often simply as autocorrelated errors 
in static equations. David suspected that, in a trade-off between misspecified 
dynamics and omitted economics, models that included only dynamics could 
forecast better. Empirically, David found that simple dynamic models did 
indeed forecast better than static economic models, even though the latter 
embedded economic theory whereas the former did not.

This debate on forecast performance motivated David to investigate the 
nature of predictive failure. Why did models built from even the best available 
economics using the latest econometrics and fairly good data not produce 
useful forecasts? In Hendry (1979), David attributed ex post predictive failure 
to model misspecification. Chong and Hendry (1986) then developed 
forecast- encompassing statistics, a technique for comparing different models’ 
forecasts. This approach is feasible even if the models themselves are unavail-
able, as is common with proprietary models and for judgmentally based fore-
casts. Hendry (1986d) looked at forecasting from dynamic systems, mainly to 
improve the power to test models.
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The forecast failures documented in Hendry (1974, 1979) and elsewhere 
actually signalled a different source of forecasting problems with econometric 
models: unanticipated changes in the DGP. Those forecast failures also sug-
gested that it was possible to develop a general theory of economic forecasting 
in which the forecasting model was misspecified for a DGP that itself was 
nonconstant over time. These realisations came after a long hiatus, and they 
lead to the next section.

4.2  Understanding Forecasts

Until the early 1990s, David had viewed forecasting as an activity subsumed 
by model design. That perspective arose naturally from the taxonomy of infor-
mation for empirical model evaluation and design in Hendry and Richard 
(1982), and from the framework for exogeneity in Engle, Hendry and Richard 
(1983). While these developments were central to improvements in empirical 
modelling, they did hamper David’s understanding of forecasting as a separate 
discipline in its own right. Moreover, the ubiquity of predictive failure was 
discouraging.

Policy rekindled David’s interest in forecasting and led to major break-
throughs in the understanding of forecasts—particularly through the devel-
opment of a taxonomy for the sources of forecast error. The catalyst was the 
1991 enquiry by the UK Parliament’s Treasury and Civil Service Committee 
into “Official Economic Forecasting”; see the Treasury and Civil Service 
Committee (1991a, b). As a backdrop to the enquiry, forecasts by HM 
Treasury missed the 1987 boom in the UK economy and subsequently missed 
the sharp economic downturn in 1989, with the resulting policy mistakes 
combining to induce high inflation and high unemployment.

Evidence submitted to the parliamentary Committee included many fore-
casts from many forecasters and dozens of ex post forecast evaluations that 
tried to sort out why forecasts had gone wrong. Forecasts from different mod-
els frequently conflicted, and the underlying models often suffered forecast 
failure. As Makridakis and Hibon (2000) and Clements and Hendry (2001) 
later argued, those realities could not be explained within the standard para-
digm that forecasts were the conditional expectations of the variables being 
forecast. Empirics dominated theory in the enquiry. In fact, there was almost 
no theory of economic forecasting presented. At the time, most theories of 
forecasting were from the physical and statistical sciences. Those theories typi-
cally assumed data ergodicity and so were not necessarily relevant to economic 
forecasting, where intermittent structural breaks are a key data feature.
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David submitted evidence on economic forecasting to the parliamentary 
Committee. Preparation of his report—detailed in Hendry (1991) and to be 
published in Ericsson (2021)—led to a broader understanding of the subject. 
David subsequently produced a torrent of insightful evaluations of many 
existing forecast techniques, including error correction models and cointegra-
tion, mean square forecast errors, add factors, leading indicators, pooling of 
forecasts, multi-step estimation for forecasting, and forecast competitions; see 
Clements and Hendry (1998b, 1999a) in particular. David also developed a 
theory of forecasting, which included a taxonomy of forecast errors (initially 
sketched out in Hendry (1991)) and a theory of unpredictability with impli-
cations for parsimony, congruence, and aggregation; see Clements and 
Hendry (2005a, b), Hendry and Mizon (2014), and Hendry and Hubrich 
(2011). From that theory of forecasting, David was able to develop and refine 
tools such as intercept correction, robustification, and nowcasting to improve 
forecasts themselves; see Section 4.3.

David’s renewed interest in forecasting resulted in a remarkable and con-
tinuing collaboration with his then DPhil student Mike Clements. Motivated 
by the encouraging developments in Hendry (1991), David and Mike sought 
to develop analytical foundations for understanding ex ante forecast failure 
when the economy is subject to structural breaks, and the forecasts are from 
misspecified and inconsistently estimated models that are based on incorrect 
economic theories and selected from inaccurate data. Everything was allowed 
to be wrong, but the investigator did not know that.

Despite the generality of this framework, David and Mike derived many 
interesting results about economic forecasting, as shown in Clements and 
Hendry (1993) and Hendry and Clements (1994a, b). The theory’s empirical 
content matched the historical record, and it suggested how to improve fore-
casting methods. Estimation per se was not a key issue. The two important 
features in their framework were allowing for misspecified models and incor-
porating structural change in the DGP. With that combination, causal vari-
ables need not beat non-causal variables at forecasting. In particular, 
extrapolative methods could win at forecasting, as shown in Clements and 
Hendry (1999b).

The implications are fundamental. Ex ante forecast failure should not be 
used to reject models. A model well-specified in-sample could forecast 
poorly—and worse than an extrapolative procedure—so the debate between 
Box–Jenkins models and econometric models needed reinterpretation.

In this context, Clements and Hendry (1998a) brought to the fore the dif-
ference between equilibrium correction and error correction. The first induces 
cointegration, whereas in the latter the model adjusts to eliminate forecast 
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errors. A cointegrated system—which has equilibrium correction—will fore-
cast systematically badly when its equilibrium mean shifts, with the cointe-
grated system continuing to converge back to the old equilibrium. By contrast, 
devices such as random walks and exponentially weighted moving averages 
embody error correction. While an error correction model will temporarily 
misforecast when an equilibrium mean shifts, it will then adjust relative to the 
new equilibrium mean. Mike and David’s insight explained why the Treasury’s 
cointegrated system had performed so badly in the mid-1980s, following the 
sharp reduction in UK credit rationing. It also helped Clements and Hendry 
(1996a) demonstrate the advantageous property of intercept corrections to 
offset such shifts. Hendry and Ericsson (2001) and Castle, Clements and 
Hendry (2019) offer highly intuitive nontechnical introductions to forecast-
ing and their uses, challenges, and benefits. Clements and Hendry (2002a) 
give a compendium.

David’s initial collaborations with Mike Clements, however, examined 
mean square forecast errors (MSFEs), a standard tool for comparing forecasts 
from different models. Clements and Hendry (1993, 1995) questioned their 
value and generated considerable controversy—the discussants’ published 
comments on Clements and Hendry (1993) are longer than the paper itself. 
Cointegration was the origin of these two papers.

At its inception in the early 1980s, cointegration had demonstrated many 
real advantages—in modelling, in economic understanding, and in interpre-
tation. Engle and Yoo (1987) then discovered that imposing cointegration 
significantly improved forecasts in terms of MSFEs. This result seemed to 
show yet additional value from cointegration—in forecasting. Clements and 
Hendry (1995) replicated Engle and Yoo’s Monte Carlo experiments and 
found that, to the contrary, imposing cointegration did not appear to reduce 
MSFEs. This discrepancy in results arose because Engle and Yoo (1987) had 
calculated MSFEs for the variables’ levels whereas Clements and Hendry 
(1995) had calculated MSFEs for the cointegrating combination. Inadvertently, 
Clements and Hendry (1995) had discovered that data transformations 
affected MSFEs. Additionally, rankings across models often depended more 
on the choice of data transformation, and less on whether or not cointegra-
tion was imposed, or even whether the model included the equilibrium cor-
rection term.

Clements and Hendry (1993) formalised algebraically these properties of 
MSFEs. The ranking of different models’ forecasts could alter, depending 
upon whether and how the variables being forecast were transformed. Ericsson 
(2008) illustrated this problem by comparing forecasts in levels and forecasts 
in differences for two models of crude oil spot prices. For forecasts of the level 
of oil prices, the MSFE for the first model was more than four times that for 
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the second model. However, for forecasts of the change of oil prices, the 
MSFE for the first model was less than half that for the second model. Thus, 
a simple transformation of the variable being forecast altered the MSFE rank-
ing of the models, with no change to the models, to the forecasts, or to the 
underlying data. Furthermore, the oil price example illustrated that, for a 
given model, the MSFE was not invariant to the transformation from levels 
to differences. Clements and Hendry (1993) showed that MSFEs lack robust-
ness when the data are transformed, when forecasts are multivariate, and 
when forecasts are multi-step ahead. All three situations are common in 
economics.

Clements and Hendry (1993) also showed that useful comparison of 
MSFEs required highly restrictive assumptions about the forecasts—namely, 
that the forecasts must be of a single specific variable just one step ahead. Data 
transformations, multivariate forecasts, and multi-step-ahead forecasts are all 
outside that limited structure because they imply a vector of forecasts. 
Clements and Hendry (1993) discussed how the predictive likelihood gener-
alises the MSFE for a vector of forecasts. Moreover, predictive likelihood is 
the only direction-invariant measure, as it does not depend on nonsingular 
linear scale-preserving transformations of the system. Even so, predictive like-
lihood has not been used much for forecast evaluation. Wallis (1993) pio-
neered its use, but its practical implementation was hindered because its 
calculation seemed to require having sufficient observations on all the multi-
step-ahead forecast errors in order to estimate their variance–covariance 
matrix. Results in Abadir, Distaso and Žikeš (2014) encouraged David to 
revisit predictive likelihood in Hendry and Martinez (2017), where they show 
that one can evaluate multi- step- ahead system forecasts with relatively few 
forecast errors. Explicit loss functions also have come back into favour, as in 
Granger (2001) and Barendse and Patton (2019).

Because MSFEs are widely used for comparing forecasts, David and Mike 
became interested in the forecasting competitions organised by Spyros 
Makridakis, which at that time was the M3 competition, hosted by the 
International Journal of Forecasting. Many different time series were divided 
into subperiods, each of which was then forecast by many methods, albeit 
usually only one step ahead. Various evaluation criteria were applied to each 
forecasting device on each dataset to find which methods had the best ex post 
forecast performance as measured by the chosen criteria. Those methods with 
the best forecast performance then “won” the competition. Because parsimo-
nious methods such as damped trend often did well, whereas less parsimoni-
ous methods such as econometric models often did poorly, Makridakis and 
Hibon (2000) concluded that parsimony was key to good forecast 
performance.
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David could not understand why parsimony per se should make models do 
so well at forecasting. After all, the sample mean of a variable’s level is parsimo-
nious, but it is often a dreadful forecast of the variable’s future values. To 
understand the empirical results in the M3 competition and, more generally, 
to help interpret the problems that arise in economic forecasting, David and 
Mike developed a general analytical framework that describes a taxonomy for 
forecast errors. Initially, David and Mike solved the taxonomy for vector 
autoregressive models and simple time-series models. More recently, David has 
considered open dynamic simultaneous systems and nonlinear formulations.

The taxonomy delineates all possible sources of forecast error—nine sources 
in total. These sources derive from the three components of a model:

(1) Unobserved terms,
(2) Observed stochastic variables, and
 (3) Deterministic terms.

The first component is what the model fails to explain, and it thus includes 
mismeasurement of the data at the forecast origin, omitted variables, and the 
innovation errors in the DGP. The second and third components characterise 
what is modelled, and they often correspond to the slope parameter and the 
equilibrium mean. Each of the model’s three components is itself subject to 
three potential problems:

 (a) Estimation uncertainty,
 (b) Misspecification, and
 (c) Change in the DGP’s parameter values,

leading to a 3×3 array of possibilities and implying nine sources of fore-
cast error.

The taxonomy has immediate implications: the consequences of forecast 
error depend on the sources of forecast error, and the taxonomy allows deriv-
ing the effects of each source for a given forecasting device. For instance, the 
combination (3)+(c) is an out-of-sample structural break involving determin-
istic terms, as with a change in the equilibrium mean. For equilibrium correc-
tion models, that particular combination results in systematic misforecasting. 
That problem is fundamental, pernicious, and common in economic forecast-
ing. Such predictive failure due to a location shift is easily detected because it 
induces forecast bias and increases the MSFE, noting that the MSFE includes 
the squared shift in the mean. Other sources of forecast error can deteriorate 
forecast performance as well, but they are often harder to detect and with 
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more benign effects. If forecast errors arise from multiple sources, interactions 
between sources may also matter.

More generally, the taxonomy reveals which sources of forecast error most 
affect each forecasting method, thus clarifying why some methods outper-
form or underperform others, and when. For intermittent location shifts, all 
methods misforecast at the break. However, after the breakpoint, methods 
that are not robust to such breaks tend to make systematic forecast errors, 
whereas robust methods get the forecasts back on track; see Hendry and 
Doornik (1997).

The taxonomy also shows that rankings of forecasts should not depend 
particularly on the number of parameters in either the model or the DGP, 
whereas the rankings do depend on the robustness of the forecasting devices 
to structural breaks. The design of forecast competitions such as M3 hap-
pened to favour robust devices by having many short forecasting subperiods 
with intermittent location shifts in the data, thus giving the impression that 
parsimony per se was advantageous in forecasting. Clements and Hendry 
(2001) showed that many of the key empirical results in the M3 competition 
were derivable from the taxonomy of forecast errors. Clements and Hendry 
(1994, 1998b, 1999a, 2006) give comprehensive derivations and analyses of 
the taxonomy.

One major insight about forecasting came during a seminar in which David 
was explaining a very early version of the taxonomy. David noticed that the 
change in the slope coefficient [(2)+(c) above] was multiplied by the deviation 
of the data at the forecast origin from the data’s equilibrium mean. 
Consequently, if forecasting happened to start when the data were in equilib-
rium, changes in the slope parameter would not affect the forecast errors. 
Indeed, if the mean of the data stayed constant and the forecast origin were 
accurately measured, forecasts would not be systematically biased—even if all 
the other problems were present. Conversely, out-of-sample location shifts 
would systematically bias the forecasts, even if the forecast model were the 
in- sample DGP itself. That realisation in the middle of the seminar astonished 
David as much as the seminar participants!

Hendry and Mizon (2000a, b) found additional implications of the tax-
onomy: the best explanatory model need not be the best for forecasting, and 
the best policy model could conceivably be different from both. Some struc-
tural breaks—such as shifts in equilibrium means—are inimical to forecasts 
from econometric models but not from robust forecasting devices, which 
themselves may well not explain behaviour. However, such shifts need not 
affect the relevant policy derivatives. For example, the effect of interest rates 
on consumers’ expenditure could be constant, despite a shift in the target level 
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of savings due to (say) changed government provisions for health care in old 
age. After the shift, altering the interest rate still could have the expected 
policy effect, even though the econometric model misforecasted. Because 
econometric models can be robustified against such forecast failures, it may 
prove possible to use the same baseline causal econometric model for forecast-
ing and for policy.

This analytical framework represents considerable progress in developing a 
general theory of forecasting. It does not assume how the model is estimated, 
how badly misspecified it is, or what changes occur in the economy. Many 
aspects still need more research, though, including how to forecast breaks, 
how to best select forecasting models for realistic economic processes, and 
how to improve forecasts—the next topic.

4.3  Improving Forecasts

The taxonomy clarified the sources of predictive failure. The taxonomy also 
led to and formalised new techniques that robustify forecasts after structural 
breaks and that augment robust devices with information from economic 
models. Robustification led to research on nowcasting and, from a completely 
different route, impulse indicator saturation. Hendry (2006) develops and 
systematises robustification methods, which include intercept correction, 
pooling, leading indicators, and differencing. These four tools and nowcasting 
serve as foci for discussing David’s contributions to improving forecasts.

Intercept Correction: In addition to investigating the many aspects of forecast-
ing discussed in Section 4.2, David and Mike Clements re-examined the 
ubiquitous forecast tool known as “add factors”. Add factors are now interpre-
table as a form of intercept correction and hence are a potentially useful 
method for robustifying forecasts against the effects of structural breaks. This 
interpretation contrasts with David’s earlier harsh views on add factors, as one 
example illustrates. Peter Hooper was presenting forecast results on the Fed’s 
Multi-country Model at a Fed workshop in 1985, and David was highly criti-
cal of Peter’s adjustment of the forecasts with add factors. At the time, David 
remarked: ‘Why adjust forecasts if the model is good?’. David’s views on add 
factors have evolved enormously since then.

Some history helps put that evolution in perspective. Klein (1971) dis-
cussed that add factors might improve economic forecasting, but he gave no 
theory explaining why they might do so. There was no such theory at the time. 
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Much later, David and Mike Clements realised that some types of add factors 
might mitigate forecast failure that was caused by location shifts at the start of 
the forecast period. Clements and Hendry (1996a) showed analytically and in 
practice how intercept correction could improve forecasts in the face of loca-
tion shifts. Intercept correction differences the forecast error that would have 
occurred otherwise and thereby removes the original forecast error’s system-
atic component. Consequently, intercept correction is a valuable tool in the 
face of location shifts.

Pooling: Combining or “pooling” forecasts provides another tool for robustify-
ing forecasts. Bates and Granger (1969) proposed combining forecasts as a 
mechanism for improving forecast performance. Chong and Hendry (1986) 
later showed that pooling is unnecessary under the null of forecast encompass-
ing but could improve forecasting when (e.g.) neither of two forecasts forecast-
encompassed the other forecast. Bates and Granger provided the intuition: in 
that situation, each forecast model has information that the other model does 
not. Pooling combines the information in the models’ forecasts. Bates and 
Granger did not address the question of whether pooling forecasts was better 
than utilising the information from both models in a nesting model and gener-
ating forecasts from that model. Hendry and Clements (2004) showed that 
there was not a unique answer. It can pay to pool forecasts in some situations 
and not in others.

Pooling is often viewed as being benign at worst, serving as insurance 
against bad forecasts by averaging across a range of forecasts. It does carry an 
important caveat, though: a single poor forecast can ruin the average. Imagine 
having a set of good models, along with one poisonous model. Averaging the 
forecast of the poisonous model with those of the good models can poison the 
pooled forecast. If the poisonous models are eliminated—through model 
selection, say—then averaging over the forecasts from just the remaining 
models may reduce the risk a little; see Hendry and Doornik (2014: 286).

In the literature, model averaging is often over all possible models that arise 
by either including or excluding the variables from a given set of explanatory 
variables. Most of those models are “poisonous” because they are distorted by 
omitted variables, unmodelled nonlinearities, intermittent location shifts, etc. 
One has to be careful which forecasts one averages across, and how that aver-
aging is carried out. In their submission to the recent M4 forecast competi-
tion, Doornik, Castle and Hendry (2020a) designed pooled forecasts with 
computer-automated model selection, aiming to embody key features learned 
from the taxonomy.
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Forecasts from different models may also be of value in themselves. 
Divergence of different models’ forecasts can indicate breaks that are occur-
ring and hence can serve as “canaries in a coal mine”. The Bank of England 
has used a suite of models in this manner, as Hatch (2001) discusses in Hendry 
and Ericsson (2001). When models are sufficiently different, they need not all 
be affected in the same way by a major unanticipated shift. Including robust 
forecasting devices in the suite of models can help, too. Robust devices are not 
affected systematically once the breakpoint is past, although they will still 
misforecast as the break hits.

Leading Indicators: Leading indicators are yet another tool aimed at improving 
forecasts. Emerson and Hendry (1996) found that the variables selected as 
leading indicators changed all too often, suggesting that they did not lead for 
very long. Also, picking leading indicators by maximum in-sample correlation 
was unreliable. Emerson and Hendry concluded that using only leading indi-
cators for economic forecasting was not a fruitful route to pursue.

That said, leading indicators could have some role in forecasting. For 
instance, a cointegrated system can be written as a set of differenced variables 
that are explained by lagged cointegrating combinations and lagged differ-
enced variables. That system is interpretable as a system of leading indicators 
because its endogenous variables depend on past outcomes. Also, higher fre-
quency information may improve forecasting performance, with that infor-
mation acting as a leading indicator. Moreover, leading indicators may help 
predict turning points and breaks, as in Birchenhall, Jessen, Osborn and 
Simpson (1999).

Differencing: Hendry (2006) shows that predictive failure is an inherent 
issue for econometric models and that differencing is a natural solution for 
robustifying those models’ forecasts. To put differencing in context, Hendry 
notes that virtually all standard economic models are equilibrium correction 
models, including dynamic stochastic general equilibrium (DSGE) models, 
New Keynesian Phillips Curve models, structural vector autoregressions, 
and so-called error correction models. When the equilibrium mean alters, 
the model’s equilibrium correction term pushes the model’s forecasts back 
towards the old equilibrium—not the new one—inducing the sort of sys-
tematic predictive failure that is often seen in practice. Intercept correc-
tion—and hence differencing—can robustify the forecast of an equilibrium 
correction model because it serves as a good proxy for such shifts in the 
equilibrium. Hendry (2006) formalises this. Castle, Clements and Hendry 
(2013, 2015) illustrate it empirically with an assessment of robustified US 
GDP forecasts.
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The taxonomy of forecast errors also provides insights on why differencing 
a model robustifies the model’s forecasts. From the taxonomy, few things can 
go wrong in forecasting a variable if the forecasting model for the second dif-
ference of that variable has no parameters and no deterministic terms, thereby 
eliminating the sources of forecast error in (3) and (a) above. If the data do 
not accelerate, the second difference of the variable being forecast has a mean 
of zero, implying that the first difference of the current-dated variable (or the 
current growth rate) is an unconditionally unbiased forecast for its future 
value. Because that current growth rate is the current value and not the future 
one, such a “forecast” device never really forecasts. However, the current 
growth rate will be close to the future growth rate in the absence of acceleration.

The first difference of the dependent variable has another interpretation as 
well: it is a single measure that aggregates almost all the information needed 
in forecasting its future value. The explanation requires a slight digression. In 
David’s view, economists build congruent, encompassing, cointegrated mod-
els to test theories, understand the economy, and conduct policy analysis. 
These models also need to account for breaks and other non-stationarities. For 
forecasting, though, these models can be differenced to eliminate determinis-
tic terms such as intercepts and location shifts. Doing so introduces the cur-
rent growth rate in the model for forecasting the future growth rate, and the 
current growth rate depends on the cointegrating relationship as a feedback 
term. This new system thus retains the economics and the policy-relevant 
causal information that underlie the original model. Also, differencing the 
model introduces the first difference of the model’s other economic variables.

Moreover, because the current growth rate itself is generated by the DGP, 
it necessarily includes relevant variables for forecasting the future growth rate. 
By contrast, a model of the current growth rate is a simplification of the DGP 
and need not include the relevant variables that determine the current growth 
rate. When forecasting, there is also no need to disentangle the DGP’s indi-
vidual components that enter the current growth rate—unlike when model-
ling or for policy analysis. The data themselves provide the basis for forecasting. 
As a practical implication, differencing creates a system that is robust after 
location shifts because the current growth rate includes all stochastic and 
deterministic shifts, and also any variables omitted from the forecast model. 
Moreover, use of the current growth rate to forecast the future growth rate 
obviates the need to estimate model parameters.

Hendry (2006) derives yet another, related interpretation of the current 
growth rate, as arises from the standard representation of the vector 
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equilibrium correction model (VEqCM). In the simplest VEqCM, the future 
growth rate of the dependent variable is forecast by its mean growth rate (the 
VEqCM’s intercept) and the current disequilibrium (the deviation of the 
cointegration vector from the equilibrium mean). Both the mean growth rate 
and the current disequilibrium employ full-sample estimates of the model’s 
parameters. In the differenced VEqCM (or DVEqCM), however, the mean 
growth rate is estimated by the current growth rate, and the disequilibrium is 
estimated by the deviation in the cointegrating relation from its previous 
value. Both terms in the DVEqCM are estimates that use only current-dated 
observed growth rates, although the cointegrating coefficients themselves 
need to be estimated with a longer sample.

Forecasts from the VEqCM itself use fixed values of two key VEqCM com-
ponents—the mean growth rate and the equilibrium mean—shifts in which 
can cause forecast failure. By contrast, forecasts from the DVEqCM use the 
current period’s observations to estimate those key components and so may be 
more relevant for forecasting than using the full historical sample.

This approach generates a class of “data-based” forecasting devices that 
could utilise a single observation (as in the DVEqCM), a subset of observa-
tions (as in rolling regressions), or the full sample (as in the VEqCM); see 
Martinez, Castle and Hendry (2021). The choice of sample highlights a trade-
off between precision in estimation and rapid adaptation. As harbingers to 
these developments in forecasting, Hendry and Ericsson (1991b) and Campos 
and Ericsson (1999) formulated such data- based predictors in empirical mod-
elling. Other similar approaches, such as in Phillips (1995), adapt the forecasts 
to location shifts through automated variable reselection and parameter esti-
mate updating. Eitrhein, Husebø and Nymoen (1999) empirically document 
implications of the taxonomy by comparing real-world forecasts from Norges 
Bank’s macro-model RIMINI with forecasts from simple robust devices, find-
ing that the latter often won at four quarters ahead but lost out at a longer 
forecast horizon; see also Bårdsen, Eitrheim, Jansen and Nymoen (2005).

Nowcasting: The taxonomy of forecast errors also has implications for now-
casting. David and Mike Clements started thinking about nowcasting in a 
more structured way when they were consulting for the UK Statistics 
Commission and evaluating how the UK’s Office for National Statistics calcu-
lated its flash estimates of the national accounts; see Clements and Hendry 
(2003). Nowcasting can imply measurement errors of the forecast origin, that 
is, the combination (1)+(a) from Section 4.2. Sometimes, those errors are 
systematic and large, as with official economic statistics during the 2008 
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financial crisis and the more recent COVID-19 pandemic. Improved meth-
ods of nowcasting can help reduce real-time forecast problems that arise from 
mismeasuring the forecast origin.

Large data revisions during the financial crisis and COVID-19 pandemic 
are not surprising in light of the methods used to produce flash estimates. For 
example, in the USA and the UK, a flash (or “advance”) estimate of quarterly 
GDP growth is released about a month after the quarter’s end, and that flash 
estimate is derived in part from many disaggregate components. Observations 
on some disaggregate components become available too late for inclusion in 
the flash estimate, so those missing components are “infilled”, based on inter-
polation models such as Holt–Winters (a form of exponential smoothing).

Such infilling can work reasonably well during times of steady and uniform 
growth across the economy. However, sudden changes in data behaviour—as 
occurred during the financial crisis—can make interpolation methods inap-
propriate. They led to flash estimates of aggregate economic growth that were 
systematically above the final data in the downturn and systematically below 
the data in the upturn—often by several percentage points per annum; see 
Ericsson (2017). In 2008, these mismeasurements made it difficult for policy-
makers to ascertain the timing and extent of the crisis, as Stekler and 
Symington (2016) and Ericsson (2016) discuss.

Systematic errors such as these have led to proposed improvements in now-
casting, as documented in Mazzi and Ladiray (2017). The taxonomy delin-
eates what does and what does not cause forecast failure and so has direct 
implications for nowcasting; see Castle, Hendry and Kitov (2017). When a 
statistical agency estimates (say) GDP growth from a set of disaggregate com-
ponents, the agency could check whether previous forecasts of those compo-
nents are close to their now known outcomes. If they are not, a location shift 
may be responsible, so any missing disaggregates could be infilled, taking into 
account information about the recent break. Considerable contemporaneous 
information is available for nowcasting, including surveys, Google Trends, 
mobile phone data, prediction markets, and previous historically similar epi-
sodes. All could be used to improve the accuracy of forecast-origin estimates. 
Automatic model selection can help do so, as by building forecasting models 
of the disaggregated series. An alternative approach is to summarise the infor-
mation from large numbers of variables by using principal components or 
factors: see Forni, Hallin, Lippi and Reichlin (2001), Artis, Banerjee and 
Marcellino (2005), Stock and Watson (2011), and Castle, Clements and 
Hendry (2013). Regardless, nowcasts that utilise such additional information 
could be created before the end of the reference period, thereby reducing the 
delay with which flash estimates appear.
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The coronavirus pandemic poses a global challenge—medically, socially, 
politically, and economically. To better inform decision-making, Jennie 
Castle, Jurgen Doornik, and David Hendry have been generating short-term 
(one-week-ahead) forecasts for confirmed cases and deaths from COVID-19; 
see Castle, Doornik and Hendry (2020a) and Doornik, Castle and Hendry 
(2020b, 2021). Jennie, Jurgen, and David select their forecast models by 
Autometrics, incorporating generalisations of impulse indicator saturation. In 
addition, Castle, Doornik and Hendry (2020b) have been making medium-
term (multi-week) forecasts from models utilising path indicator saturation 
(PathIS)—a new saturation technique that saturates across paths, similar to 
the designer breaks in Pretis, Schneider, Smerdon and Hendry (2016). Both 
the short-term and medium-term forecasts combine key elements of David’s 
contributions outlined in Sections 2, 3 and 4, including model design through 
machine learning with diagnostic testing and saturation techniques, and fore-
cast design through robustification in light of the forecast taxonomy. Notably, 
these forecasts perform well relative to some standard epidemiological models.

In retrospect, David’s attitude towards economic forecasting—and the pro-
fession’s attitude as well—has shifted significantly over the last three decades, 
and for the better. Many top econometricians are now involved in the theory 
of forecasting, including Frank Diebold, Hashem Pesaran, Peter Phillips, 
Lucrezia Reichlin, Jim Stock, Timo Teräsvirta, Ken Wallis, and Mark Watson. 
Their technical expertise as well as their practical forecasting experience is 
invaluable in furthering the field. As the taxonomy illustrated, mathematical 
treatment can help understand economic forecasts, with key developments 
summarised in the books by Hendry and Ericsson (2001), Clements and 
Hendry (2002a, 2011), and Elliott, Granger and Timmermann (2006).

5  Empirical Analysis

Empirical analysis often motivated David’s new developments in econometric 
methodology, as when Ericsson, Hendry and Prestwich (1998) were model-
ling UK money demand on an extended dataset. That analysis led to a formal 
treatment of expansions of information sets, itself laying the groundwork for 
saturation techniques. Conversely, David would also almost immediately 
apply new methodological developments to ongoing empirical analyses, as 
when incorporating the Engle–Granger cointegration test into Hendry and 
Ericsson’s (1983) empirical analysis of UK money demand. While David’s 
empirical analyses cover many aspects of the economy for many countries and 
regions, five modelling endeavours stand out: housing and mortgage markets, 
consumers’ expenditure, money demand, television advertising, and climate 
change. This section examines those endeavours.
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5.1  Mortgage and Housing Markets

David’s professional interest in UK housing and mortgage markets began in 
the early 1970s, when he and Gordon Anderson were modelling building 
societies—the British analogue of US savings and loans associations. Hendry 
and Anderson (1977) nested the long-run solutions of existing empirical 
equations, using a formulation related to Sargan (1964), although the link to 
Denis’s work was only clarified much later in Anderson and Hendry (1984).

David’s interest in the housing market arose from a forecasting puzzle. 
During 1972, UK house prices rose dramatically in response to a major 
increase in mortgage lending by building societies. David later checked how 
well his house-price model would have forecast through that period. When 
forecasting a few quarters after the then largest-ever increase in UK house 
prices, the model predicted a fall in prices, while prices actually continued to 
rise substantially. Nevertheless, coefficients estimated over the pre-forecast 
period were almost identical to those estimated over the whole sample, and 
the whole-sample residuals were homoscedastic, so there appeared to be little 
evidence of parameter nonconstancy.

David finally resolved this conundrum over a decade later, when he and 
Mike Clements were developing the general theory of forecasting. That 
theory distinguishes between “internal breaks” (shifts in the model’s param-
eters) and “external breaks” (shifts in the unmodelled included variables). 
A change in multicollinearity among the model’s variables leaves estimated 
coefficients almost unchanged but can greatly increase MSFEs, contrasting 
with the irrelevance of multicollinearity to forecast uncertainty when mul-
ticollinearity is constant. This problem with multicollinearity cannot be 
solved by orthogonalising the model’s variables or by eliminating relevant 
multicollinear variables. The latter can lead to even worse forecasts. 
However, updating parameter estimates with new data can reduce MSFEs. 
For UK house prices, the correlations of mortgage lending with disposable 
income, interest rates, and inflation altered markedly when mortgage lend-
ing itself increased. Despite the accrual of more information from changes 
in multicollinearity, the MSFE also increased, in line with the general 
theory of forecasting.

Model nonlinearities proved central to explaining house-price bubbles. 
Through David’s interest in the natural sciences, he had learned that Van der 
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Pol’s cubic differential equation could describe heartbeats and that heartbeats 
could manifest sudden surges. Changes in UK house prices seemed rather like 
heartbeats so, in his model, he included the cube of the excess demand for 
housing, as represented by the cube of lagged house-price inflation. As Hendry 
(1984a) showed, the cube was significant. The formulation had difficulties, 
though. It predicted some large jumps in house prices that did not materialise. 
Also, it implied that large changes in house prices were explosive. In practice, 
though, once the market was far from equilibrium, excessively high or low 
house-price-to-income ratios drove the market back towards equilibrium, as 
followed after the UK housing bubble in the late 1980s. Richard and Zhang 
(1996) improved on David’s nonlinear formulation by using a cubic in the 
observed deviation from the long-run equilibrium rather than the cube of 
house-price inflation.

In related research, Ericsson and Hendry (1985) showed that the price of 
new housing piggybacked on the price of existing houses in an equilibrium 
correction framework that also accounted for construction costs, housing 
units still under construction, and the cost of financing. Hendry (1986c) 
modelled the construction sector, focusing on the determination of starts and 
completions of houses.

5.2  Consumers’ Expenditure

In modelling UK consumers’ expenditure, David adopted a modelling 
approach similar to that in Hendry and Anderson (1977) by seeking a con-
sumption function that served to interpret the equations from the major UK 
macro-models and explain why their proprietors had picked their particular 
specifications. The resulting paper—Davidson, Hendry, Srba and Yeo (1978), 
often referred to as DHSY—has become one of David’s most cited papers. 
DHSY adopted a “detective story” approach, using a nesting model for the 
different models’ variables, valid for both seasonally adjusted and unadjusted 
data, and with up to five lags on all the variables to capture dynamics. 
Reformulation of that nesting model delivered an equation that Hendry and 
von Ungern-Sternberg (1981) later reinterpreted in light of Phillips (1954, 
1957) and called an error correction model. Under error correction, if con-
sumers made an error relative to their plan by overspending in a given quarter, 
they would later correct that error.

Some historical background helps illuminate DHSY’s approach. David first 
had access to computer graphics in the early 1970s, and he was astonished by 
the graphs of real UK consumers’ expenditure and income. Expenditure 
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manifested vast seasonality, with double-digit percentage changes between 
quarters, whereas income had virtually no seasonality. Those seasonal patterns 
meant that expenditure was much more volatile than income on a quarter-to-
quarter basis. Two implications followed. First, it would not work to fit a 
model with first-order lags (as David had done in Hendry (1974)) and hope 
that seasonal dummies plus the slight seasonality in income would explain the 
seasonality in expenditure. Second, the general class of consumption- 
smoothing theories such as the permanent-income and life- cycle hypotheses 
seemed misfocused. Consumers were inducing volatility into the economy by 
large inter-quarter shifts in their expenditure, so the business sector must be a 
stabilising influence. Moreover, as discussed in Section 4.1, the equation for 
consumers’ expenditure in Hendry (1974) had dramatically misforecast the 
first two quarters of 1968, suggesting the need for respecification.

In developing their own model, DHSY examined several ingredients that 
were necessary to explain other modellers’ model selections: their modelling 
approaches, data measurements, seasonal adjustment procedures, choice of 
estimators, maximum lag lengths, and misspecification tests. DHSY first stan-
dardised on unadjusted data and replicated models on that. While seasonal 
filters leave a model invariant when the model is known, they can distort the 
lag patterns if the model is data-based. DHSY then investigated both least 
squares and instrumental variables estimation but found little difference. Few 
of the then reported evaluation statistics were valid for dynamic models, so 
such tests could mislead. Most extant models had a maximum lag of one, and 
they had short-run marginal propensities to consume that seemed too small 
to reflect agent behaviour. DHSY tried many blind alleys (including measure-
ment errors) to explain these low marginal propensities to consume. DHSY 
then showed that equilibrium correction explained the low marginal propen-
sities to consume by the induced biases in partial adjustment models. DHSY 
designed a nesting model, which explained all the previous findings, but with 
the puzzle that it simplified to a differenced specification, with no long-run 
term in the levels of the variables. Resolving that conundrum led to the equi-
librium correction mechanism. DHSY’s “Sherlock Holmes” approach was 
extremely time-consuming and was rarely repeated subsequently; but it did 
stimulate research into encompassing, that is, trying to explain other models’ 
results from a given model’s perspective.

Even with DHSY’s wide-ranging and highly systematic modelling approach, 
a significant model reformulation occurred just before publication. An earlier 
version of DHSY’s model explained real consumers’ expenditure given real 
income, and that model significantly over-predicted expenditure through the 
1973–1974 oil crisis. Angus Deaton (1977) had just established a role for 
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inflation in a consumption function if agents were uncertain as to whether 
relative prices or absolute prices were changing. Deaton’s formulation sug-
gested adding inflation and its lags to that earlier DHSY specification. Doing 
so explained the over-prediction. This result was the opposite to what some 
other economic theories suggested—namely, that high inflation should induce 
pre-emptive spending because inflation is an opportunity cost of holding 
money. Inflation did not reflect money illusion. Rather, it implied the erosion 
of the real value of liquid assets. Consumers did not treat the nominal com-
ponent of after-tax interest as income, whereas the UK government’s statisti-
cal office did, and so disposable income was being mismeasured. Adding 
inflation to DHSY’s equation corrected that.

DHSY made enormous advances empirically and methodologically. 
However, it did miss some key issues, including the equivalence of equilib-
rium correction models and cointegration (discussed in Section 2.2); the 
implications of seasonality in the data for annual differences in the model; the 
role of liquid assets in determining consumers’ expenditure; and the insights 
of Phillips (1954, 1957) on proportional, integral, and derivative control 
rules. Collaboration with Thomas von Ungern-Sternberg identified and 
sorted through the last three issues and resulted in Hendry and von Ungern-
Sternberg (1981), or HUS.

In DHSY, the equilibrium correction term was the four-quarter lag of the 
log of the ratio of expenditure to income, and it was highly seasonal. However, 
seasonal dummy variables were insignificant if one used Scheffé’s method. 
About a week after DHSY’s publication, Thomas von Ungern-Sternberg 
added seasonal dummies to that equation and, with conventional t-tests, 
found that they were highly significant. Care was clearly required with 
multiple- testing procedures. Those results on seasonality stimulated an indus-
try on time-varying seasonal patterns, periodic seasonality, and periodic 
behaviour, with many contributions by Denise Osborn (1988, 1991).

Also, DHSY found that liquid assets were not significant in their model: 
that result arose from a subtle form of misspecification. HUS showed that, in 
an equilibrium correction formulation, imposing a long-run unit elasticity of 
expenditure with respect to income leaves no room for liquid assets. 
Methodologically speaking, DHSY were testing from simple to general, and 
not general enough. Once the long-run income elasticity was derestricted, 
liquid assets were significant in DHSY’s equation. HUS interpreted the role 
of liquid assets as a Phillips-type integral correction mechanism. Moreover, 
the combined effect of liquid assets and real income on expenditure added up 
to unity in the long run.

After DHSY and HUS, David produced a whole series of papers on con-
sumers’ expenditure. Davidson and Hendry (1981) found that lagged 
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variables, as derived from HUS, were significant in explaining current changes 
in UK consumers’ expenditure. HUS’s model thus encompassed the Euler- 
equation approach in Hall (1978). Subsequent papers by David checked the 
constancy of the models and extended them. Hendry (1983) modelled annual 
inter-war UK consumers’ expenditure, obtaining results similar to the post- 
war quarterly relations in DHSY and HUS, despite large changes in the cor-
relation structure of the data. Mizon and Hendry (1980) and Hendry (1992a) 
developed models of consumers’ expenditure in Canada and France respec-
tively; Hendry (1999) modelled inter-war and post-war US food expenditure; 
and Hendry (1994) revisited HUS with yet additional data. Hendry, 
Muellbauer and Murphy (1990) re-examined DHSY on an extended infor-
mation set, finding that additional variables mattered—a result consistent 
with econometric theory in Sargan (1975) and White (1990). With an 
increasing sample size or information set, noncentral t-statistics become more 
significant, so models expand. These results also highlighted some of the chal-
lenges of empirical work. General-to-specific methodology provides guide-
lines for building encompassing models, but advances between studies are 
frequently simple-to-general, putting a premium on creative thinking.

5.3  Money Demand

David has analysed money demand in many contexts, including narrow and 
broad money demand for both the UK and the USA. These analyses stimu-
lated and were stimulated by interactions with various governmental bodies, 
and they resulted in significant press coverage as well.

David’s first money-demand study—Hendry and Mizon (1978)—
responded to work on quarterly narrow money (M1) and broad money (M3) 
demand by Graham Hacche (1974), then at the Bank of England. In back-to- 
back publications in the Economic Journal, Courakis (1978) criticised Hacche 
(1974) for differencing data in order to achieve stationarity, and Hendry and 
Mizon (1978) proposed testing the restrictions imposed by differencing with 
Denis Sargan’s new common-factor test, later published as Sargan (1980). 
Additionally, Hendry and Mizon (1978) developed an equilibrium correction 
representation for quarterly M3, using the Bank’s data. The common-factor 
restriction in Hacche (1974) was rejected, and the equilibrium correction 
term in Hendry and Mizon’s (1978) model was significant.

Hendry and Mizon (1978) implicitly assumed that both the equilibrium 
correction term and the differences in their model would be stationary—
despite no concept of cointegration—and that the significance of the 
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equilibrium correction term was equivalent to rejecting the imposed common 
factor from differencing. Also, Hacche (1974) was specific to general in its 
approach, whereas Hendry and Mizon (1978) argued for general-to-specific 
modelling, which was also the natural way to test common-factor restrictions 
using Sargan’s determinantal conditions. Sargan’s COMFAC algorithm was 
already included in David’s software program GIVE, with a Monte Carlo 
study of COMFAC appearing in Mizon and Hendry (1980).

A subsequent Bank of England study—of the monetary aggregate M1 by 
Richard Coghlan (1978)—considered general dynamic specifications, but 
they still lacked an equilibrium correction term. In Hendry (1979), David 
responded by showing how narrow money acts as a buffer for agents’ expen-
ditures, but with target ratios for money relative to expenditure, deviations 
from which prompt adjustment. That target ratio depended on the opportu-
nity costs of holding money relative to alternative financial assets and to 
goods, as measured by interest rates and inflation respectively.

Hendry (1979) also highlighted problems confronting a simple-to-general 
approach, including the misinterpretation of earlier results in the modelling 
sequence, the impossibility of constructively interpreting test rejections, the 
many expansion paths faced, the unknown stopping point, the collapse of the 
strategy if later misspecifications are detected, and the poor properties that 
result from stopping at the first non-rejection. These criticisms dated back to 
Anderson (1962) at least, but many modellers seemed unaware of them at the 
time. Parameter nonconstancy was another key difficulty with earlier UK 
money-demand equations. The model in Hendry (1979), however, was 
empirically constant over a sample with considerable turbulence after the 
introduction of Competition and Credit Control regulations in 1971.

Hendry (1979) served as the starting point for subsequent papers on UK 
M1, including Hendry (1985), Hendry and Ericsson (1991b), Ericsson, 
Hendry and Tran (1994), and Doornik, Hendry and Nielsen (1998). Despite 
a very general initial model, that research obtained a simple specification with 
only four key variables, which measured the opportunity costs of money 
against goods and other assets, adjustment costs, and the money market’s 
disequilibrium.

Stimulated in part by several extended visits to the USA, David turned to 
modelling US M1, with results published in Baba, Hendry and Starr (1992). 
As background, Goldfeld (1976) had recorded a supposed breakdown in US 
money demand in the early 1970s, so it was natural to implement models for 
US M1 similar to those that David had developed for UK M1. Andrew Rose, 
who was David’s MPhil student at Nuffield College in the early 1980s, showed 
how econometric methodology contributed to Goldfeld’s results. Goldfeld 
had modelled money demand as a partial adjustment model and had imposed 
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short-run price homogeneity. Both of those features are dynamic restrictions 
and were rejected on the data. Rose (1985) started with a more general 
dynamic specification without those restrictions, modelled from general to 
specific, and found a money-demand model that was empirically constant 
over Goldfeld’s sample and for several years thereafter.

However, even Rose’s model showed parameter instability in the early 
1980s. Many new financial instruments had been introduced, including 
money market mutual funds, CDs, and NOW and SuperNOW accounts. 
David hypothesised that these unaccounted-for financial innovations were 
the cause. Ross Starr also thought that long-term interest-rate volatility had 
changed the maturity structure of the bond market, especially when the Fed 
implemented its New Operating Procedures. Because high interest rates then 
became associated with high variances, a high long-term rate was no longer a 
signal to buy bonds: interest rates might go higher still and induce capital 
losses. This phenomenon suggested calculating a certainty-equivalent long- 
term interest rate—that is, the interest rate adjusted for risk.

Otherwise, David’s approach to modelling US M1 was similar to his 
approach to modelling UK M1, with M1 being determined by the private 
sector, conditional on interest rates set by the central bank and the banking 
sector. The estimated long-run income elasticity for the USA was one half—
consistent with the theory of transactions demand developed in Baumol 
(1952) and Tobin (1956), but contrasting with the estimated long-run elastic-
ity of unity for the UK in Hendry (1979). That difference in elasticities could 
be explained by convenient and inexpensive overdraft facilities then available 
in the UK but not in the USA.

David’s model of US M1 generated controversy. Seminar presentations at 
the Fed produced a number of challenges from the audience, including the 
claim that the Fed had engineered a monetary expansion for Richard Nixon’s 
re-election. Dummy variables for that period were insignificant when added 
to David’s model: agents were willing to hold that money at the prevailing 
interest rates, and confirming valid conditioning. The model was also criti-
cised for its lag structure, which captured average adjustment speeds in a large 
and complex economy. Some economists still regard the final formulation as 
too complicated, perhaps believing in a world that is inherently simple. Other 
economists were concerned about data mining, although data mining per se 
would be hard-pressed to produce the large t-values found, however many 
search paths were explored. The variables might proxy unmodelled effects, but 
their large t-statistics would be highly unlikely to arise by chance alone.

Modelling annual UK broad money demand generated even more con-
troversy for David. In 1982, Milton Friedman and Anna Schwartz 
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published their book Monetary Trends in the United States and the United 
Kingdom; and it had many potential policy implications. Early the follow-
ing year, the Bank of England asked David to evaluate the econometrics in 
Friedman and Schwartz’s volume for the Bank’s Panel of Academic 
Consultants. Neil Ericsson was David’s research officer at the time, and 
their initial examination revealed much. Methodologically, Friedman and 
Schwartz’s approach was deliberately simple-to-general, commencing with 
bivariate regressions, generalising to trivariate regressions, etc. Testing their 
equations found considerable misspecification, including parameter non-
constancy, an anathema to money-demand equations. Also, Friedman and 
Schwartz had phase-averaged their annual data in an attempt to remove 
business cycles, but phase averaging still left highly autocorrelated, non- 
stationary series. Because filtering (such as phase averaging) imposes 
dynamic restrictions, David and Neil analysed both the phase-average data 
and the original annual data. In late October, David presented the research 
in Hendry and Ericsson (1983) to the Bank’s Panel. Luminaries and rising 
stars in UK academia and government participated, including Chris Allsopp, 
Michael Artis, Andrew Bain, David Begg, Arthur Brown, Willem Buiter, 
Terry Burns, Ian Byatt, Alec Cairncross, Forrest Capie, Nicholas Dimsdale, 
Charles Goodhart, Jeroen Kremers, Rachel Lomax, R.C.O. Matthews, Ken 
Wallis, Geoffrey Wood, and David Worswick.

It is helpful to put that meeting at the Bank in historical context. Monetarism 
was at its peak. Margaret Thatcher—then Prime Minister—had instituted a 
regime of monetary control, as she believed that money caused inflation, pre-
cisely the view put forward by Friedman and Schwartz (1982). From this 
perspective, a credible monetary tightening would rapidly reduce inflation 
because expectations were rational. In fact, inflation fell slowly in Britain, 
whereas unemployment leapt to levels not seen since the 1930s. The UK 
House of Commons’ Treasury and Civil Service Committee on Monetary 
Policy—which David had advised in Hendry (1981a, b)—had found no evi-
dence that monetary expansion was the cause of the high inflation in the 
1970s. If anything, inflation caused money, whereas money was almost an 
epiphenomenon. The structure of the British banking system made the Bank 
of England a “lender of first resort”, and so the Bank could only control the 
quantity of money by varying interest rates.

Shortly after the meeting of the Bank’s Panel of Academic Consultants, 
Hendry and Ericsson (1983) received considerable press coverage, starting 
with the British newspaper The Guardian and spilling over into other newspa-
pers around the world. Chris Huhne—The Guardian’s economics editor at 
the time—had seen Hendry and Ericsson (1983), and he deemed the 
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evidence therein central to the policy debate. On 15 December 1983, The 
Guardian published two articles about Friedman and Schwartz (1982). On 
page 19 of the newspaper, Huhne had authored an article that summarised—
in layman’s terms—the critique by Hendry and Ericsson (1983) of Friedman 
and Schwartz (1982). David and Chris had discussed Hendry and Ericsson 
(1983) at length beforehand, and Chris’s article—“Why Milton’s monetarism 
is bunk”—provided an accurate statement of Hendry and Ericsson (1983) 
and its implications. In addition, The Guardian decided to run a front-page 
editorial on Friedman and Schwartz (1982) with the headline “Monetarism’s 
guru ‘distorts his evidence’”. That headline summarised Huhne’s view that it 
was unacceptable for Friedman and Schwartz to use their data-based dummy 
variable for 1921–1955 and still claim parameter constancy of their money- 
demand equation. Rather, the statistical, numerical, and economic signifi-
cance of that dummy variable actually implied nonconstancy, as Goodhart 
(1982) also discussed. Moreover, Hendry and Ericsson (1983) had shown that 
Friedman and Schwartz’s money-demand equation was empirically noncon-
stant, even with their dummy variable. Nonconstancy undermined Friedman 
and Schwartz’s policy conclusions. Chris later did a TV programme about the 
debate, spending a day at David’s house filming.

Hendry and Ericsson (1983) started a modelling sequence that included 
Longbottom and Holly (1985), Escribano (1985), and (after a prolonged edi-
torial process) Hendry and Ericsson (1991a). Attfield, Demery and Duck 
(1995) subsequently claimed that the money-demand equation in Hendry 
and Ericsson (1991a) had broken down on data extended to the early 1990s, 
whereas Friedman and Schwartz’s specification was constant. To compile a 
coherent statistical series over the extended sample period, Attfield, Demery 
and Duck (1995) had spliced several different money measures together, but 
they had not adjusted the corresponding measures of the opportunity cost. 
With that combination, the model in Hendry and Ericsson (1991a) did 
indeed fail. Ericsson, Hendry and Prestwich (1998) showed that that model 
remained constant over the whole sample with an appropriate measure of 
opportunity cost, whereas the model of Friedman and Schwartz failed. 
Escribano (2004) updated the equation from Hendry and Ericsson (1991a) 
through 2000 and confirmed its continued constancy.

Ericsson, Hendry and Hood (2016) subsequently examined the US money-
demand equations in Friedman and Schwartz (1982), finding substantial 
empirical shortcomings, even by Friedman’s own criteria, such as subsample 
properties. Ericsson, Hendry and Hood (2016) highlighted difficulties with 
Friedman and Schwartz’s simple-to-general methodology and showed that 
Friedman and Schwartz’s final US money-demand equation had nonconstant 
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parameters and that its residuals were heteroscedastic, even though that equa-
tion’s estimation included an adjustment for the heteroscedasticity induced by 
the phase averaging of the annual data. Furthermore, Friedman and Schwartz’s 
data adjustment for the USA’s increasing relative financial sophistication did 
not adequately capture the financial changes that occurred in the sample.

5.4  Television and Ofcom

David also worked with the UK government’s Office of Communications 
(Ofcom) on forecasts of net advertising revenue for the TV broadcasting net-
work ITV.  These forecasts had significant policy consequences and are of 
interest in their own right.

Ofcom is the British government agency responsible for regulating the UK 
telecommunication and postal industries, including the licensing of UK TV 
broadcasting. In 2004, Ofcom needed to price the renewal of the advertising 
licence for ITV, the oldest and biggest commercial TV network in the UK. The 
licence fee had been specified to be calculated from forecasts of discounted net 
advertising revenue (NAR) over the subsequent decade.

Hendry (1992b) had developed a VEqCM for key variables in forecasting 
NAR—hours broadcast, audience reach, and the price of advertising time. 
David subsequently improved that VEqCM using PcGets. Ofcom then aug-
mented that new VEqCM by forecasts from a macro-model for variables such 
as GDP, company profits, interest rates, and inflation.

In forecasting NAR, Ofcom initially preferred to forecast from that aug-
mented VEqCM, rather than from the corresponding DVEqCM. Ofcom was 
concerned with how the differencing in the DVEqCM would eliminate long- 
run relationships from the VEqCM. However, representatives from the adver-
tising industry described recent breaks in TV advertising that arose from 
innovations such as video recorders, Internet advertising, and alternative TV 
channels. Those breaks would be difficult to model with available data, yet 
they could cause systematic forecast failure by the VEqCM. David persuaded 
Ofcom that differencing the VEqCM would robustify their forecasts, remov-
ing effects of those location shifts but retaining long-run information; see 
Section 4.3.

Ofcom published forecasts for NAR over 2004–2014  in Raven, Hoehn, 
Lancefield and Robinson (2004: Figure 6.5). Forecasts were calculated from 
three models: a “long-run trend” model, the VEqCM, and the corresponding 
DVEqCM.  Those models’ forecasts were respectively increasing, relatively 
flat, and slightly declining over time. Robustification was consequential 
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because of recent unmodelled shifts. Robustification by differencing the 
VEqCM removed location shifts in excluded variables such as the introduc-
tion of personal video recorders, which had reduced TV advertising revenue.

These forecasts were key to setting policy: Ofcom set a lower licence fee 
because the DVEqCM forecasts showed NAR declining, rather than increas-
ing. However, while the DVEqCM did perform the best of the three models 
ex post, even its forecasts proved too optimistic. Many of the variables included 
in the DVEqCM themselves experienced unanticipated location shifts during 
the forecast period. For instance, in the wake of the financial crisis, actual 
GDP and profits were much lower than forecast, poignantly illustrating that 
unanticipated location shifts can induce systematic forecast errors.

5.5  Climate Change

David has had a long-standing interest in the natural sciences, including pal-
aeontology and geology. From his readings on these topics and from discus-
sions with experts, David became concerned about anthropogenic influences 
in climate change and the economic consequences thereof. At the time, much 
climate science was nonstochastic and scenario-driven, so David saw a role for 
econometrics in advancing understanding and driving policy.

Hendry (2011)—David’s initial foray into climate econometrics—exam-
ines geologic evidence on climate change and its role in great extinctions. 
Relatedly, Castle and Hendry (2020) derive the causal role of atmospheric 
CO2 levels in past Ice Ages. Hendry and Pretis (2013) turn to relatively recent 
evidence from the Mauna Loa Observatory, using IIS and automatic model 
selection across a wide range of climatic and economic variables to determine 
the extent to which anthropogenic sources increase atmospheric CO2. Their 
model controls for a number of natural carbon sources and sinks—such as 
vegetation, temperature, weather, and dynamic transport—and determines 
the additional anthropogenic contributions from industrial production, busi-
ness cycles, and shocks. The anthropogenic sources are significant contribu-
tors to changes in atmospheric CO2. Pretis and Hendry (2013) illustrate how 
advances in econometric methodology can improve existing studies of global 
warming. Pretis, Schneider, Smerdon and Hendry (2016) develop saturation 
procedures using “designer breaks” to detect and identify volcanic eruptions, 
some of which created strong albeit temporary climatic changes.

In 2015, David and Felix Pretis received a £660,000 grant from the 
Robertson Foundation to support their research programme Climate 
Econometrics, ably managed by Angela Wenham. The programme serves as a 
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key catalyst for wide-ranging econometric advances in climate change, with 
several recent developments. Pretis (2020) shows the equivalence of energy 
balance models and cointegrated vector autoregressions. David’s former DPhil 
student Andrew Martinez (2020a) uses a multidisciplinary approach with 
automated model selection to show that larger errors in a hurricane’s pre-
dicted landfall increase the hurricane’s damages; see also Martinez (2020b). 
Hendry (2020) and Castle and Hendry (2020) model CO2 emissions in the 
UK over the last century and a half using saturation techniques and automatic 
model selection. Over the last several decades, UK emissions have dropped 
dramatically to pre-1900 levels, even while real income increased manyfold, 
with legislation and technological improvements being key factors in the 
reduction. To paraphrase the title of David’s 2020 paper (“First In, First 
Out”), Britain was the first country into the Industrial Revolution—then pro-
ducing a large share of global anthropogenic CO2 emissions—and Britain is 
now becoming one of the first countries out. On 22 April 2017, Britain had 
its first full day in over a century with no electricity being produced by coal-
fired plants. In April 2020, electricity production in Britain went for 18 con-
secutive days coal-free. While climate change remains a major global challenge, 
progress can be made. Modern dynamic econometric analysis can shed light 
on climate change and help guide policy.

6  Oxford Connections

David spent the first decade and a half of his professional career in London at 
LSE—first as a student in the MSc and PhD programmes, then as a Lecturer 
and Professor. In January 1982, he moved to Nuffield College, Oxford. He 
has been at Nuffield ever since. Nuffield College itself is a college of only 
graduate students in the social sciences and, as such, attracted remarkable 
students and colleagues, many becoming co-authors on David’s research 
projects.

The move to Oxford appealed to David for many reasons. Oxford provided 
a good research environment with many excellent economists, it had bright 
students, and it was a lovely place to live. David and Evelyn’s daughter Vivien 
was about to start school, and Oxford schools were preferable to those in 
Central London. Amartya Sen, Terence Gorman, and John Muellbauer had 
all recently moved to Oxford; Jim Mirrlees was already there. Steve Nickell 
and David Cox were soon to arrive.

In Oxford, David was initially also the Acting Director of the Institute of 
Economics and Statistics. The Institute transmogrified into the University’s 
Department of Economics in 1999, which David later chaired. In 2007, the 
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Department was the focus for David’s Festschrift, published as Castle and 
Shephard (2009).

When David arrived in Oxford, the University had no economics depart-
ment, and no undergraduate economics degree either. Economics was college- 
based rather than university-based, it lacked a building, and it had little 
secretarial support. PPE—short for Philosophy, Politics, and Economics—
was the major vehicle through which Oxford undergraduates learnt econom-
ics. With the creation of a department of economics, the University moved to 
a more integrated teaching programme at both the graduate and the under-
graduate levels. Even so, the University still has no undergraduate programme 
strictly in economics: only PPE and E&M (Economics and Management).

The Institute of Economics and Statistics also housed the Oxford Bulletin of 
Economics and Statistics, which David began editing. He saw that a shift in 
focus would benefit the journal, and this was helped by commissioning two 
timely special issues on cointegration that attracted the profession’s atten-
tion—Hendry (1986a) and Banerjee and Hendry (1992a); see Section 2.2. 
Some people then nicknamed the journal the Oxford Bulletin of Cointegration, 
reflecting the pivotal and highly cited articles on cointegration that it 
published.

Research funding proved critical to David’s activities in Oxford. Although 
many of his research grant applications for forecasting were rejected, he was 
awarded two personal Research Fellowships: one from the Leverhulme Trust 
for five years, and one from the Economic and Social Research Council for 
three years. These Fellowships bought out some of his teaching responsibili-
ties, enabling him to develop the general theory of forecasting. Additionally, 
James Martin and George Soros generously funded his programme Economic 
Modelling (EMoD)—James Martin through the Oxford Martin School, and 
George Soros through the Open Society Foundations and the Institute for 
New Economic Thinking (INET). The initial five-year grant for EMoD sup-
ported Oxford economics faculty and post-doctoral research fellows in analys-
ing difficulties that empirical modelling, economic analysis, policy, and 
forecasting confront with rapid unanticipated changes. INET extended 
David’s EMoD grant for three more years jointly with John Muellbauer, and 
the Robertson Foundation awarded a grant for David and Felix Pretis’s pro-
gramme Climate Econometrics.

Research topics at EMoD and Climate Econometrics are manifold. They 
include analysing the mathematical and statistical bases for expectations for-
mation and inter-temporal optimisation when economic agents face unan-
ticipated breaks, and developing methods of empirical model discovery that 
can handle multiple intermittent shifts. EMoD also investigated inequality in 
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wealth and income, established a web-based database of civilisation’s progress 
(www.ourworldindata.org), modelled immigration into Norway, and for-
mulated alternative macro-models with financial channels. At Climate 
Econometrics, saturation methods for detecting breaks are isolating the effects 
of volcanic eruptions on temperature, detecting policy-driven shifts in CO2 
emissions, and helping to model increases in sea level. The overriding theme is 
to develop approaches appropriate to a world undergoing rapid unanticipated 
changes, and to improve forecasting methods in such a setting.

7  Conclusion

David Hendry has made path-breaking contributions to econometrics: in 
modelling, in forecasting, in software, and in policy. Hendry (1995), Banerjee, 
Dolado, Galbraith and Hendry (1993), and Hendry and Doornik (2014)—
three pioneering books on econometric methodology, cointegration, and 
model design—set the foundations for systematic empirical economic model-
ling with machine learning. David has applied that approach to a wide range 
of substantive empirical studies, including on consumers’ expenditure, mort-
gage and housing markets, money demand, and climate change.

In economic forecasting, David and Mike Clements developed a taxonomy 
of forecast errors that has yielded valuable insights into the nature of forecast-
ing. David—often with Mike and (more recently) Jennie Castle—has pro-
vided new perspectives on many existing forecast techniques, including mean 
square forecast errors, add factors, leading indicators, pooling of forecasts, and 
multi-step estimation. David has also developed new forecast tools, such as 
forecast encompassing, and he has improved existing ones, such as nowcasting 
and the robustification of forecasts to breaks.

David’s studies in modelling and forecasting have had direct implications 
for economic policy. Practical implementation and assessment in modelling, 
forecasting, and policy require computer software, and David and Jurgen 
Doornik’s suite of software packages continues to embody best-practice 
econometrics. Overlaps are common between different strands in David’s 
research, with the analysis of real-world problems motivating and benefiting 
from that research.
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25
Avner Offer (1944–)

Joshua Getzler

1  Introduction

Avner Offer’s abundant scholarship may be divided into a number of streams. 
In his first two monographs, he developed fresh analyses of the course of 
British and imperial history from the 1870s to the Great War (Offer 1981, 
1989), using as a fulcrum the idea of control of land as simultaneously the 
most basic factor of production and a potent source of political and cultural 
power. In his next two books, he analysed the rise of consumer society in the 
United States and the United Kingdom after 1950 (Offer 2006), and the links 
between high economic theory and market ideologies that from the early 
1970s helped to disrupt and displace social democracy (Offer and Söderberg 
2016). Extending these projects, Avner then turned to the historical evolution 
of finance and its penetration into pension, health and housing provision 
(Offer 2012a, 2014a, 2017a, 2018). He has also maintained a long-standing 
interest in the economics and culture of land ownership in Britain and in the 
visual representations of landscape. Any one of his contributions would be a 
substantial scholarly achievement. This chapter outlines the formative experi-
ences and main writings of a world-renowned economic historian and searches 
for some keys as to how to understand his body of work taken as a whole.
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Avner is a fine historical writer, and his skills of narrative, evocation and 
exposition have assured him a readership beyond academia (e.g. The Economist 
2006; James 2006; Venook 2016). He is as much a political economist and 
social scientist as a historian. Implicit as well as explicit models of social 
behaviour and economic structure and careful appraisal of data are always in 
play in his work, propelling and shaping the enquiry. Alongside formal causal 
models and quantitative analysis, Avner has deployed behavioural models 
going beyond the constrained maximisation constructs of economic theory. 
Key organising ideas in his work have included the quest for status and esteem, 
the mutually supportive functions of reason and emotion through instincts of 
altruism, empathy and reciprocity, the dilemmas of choice over time, the chal-
lenges of myopia and infirmities of self-control, and the social organisation of 
risk-bearing, risk-sharing, cooperation and conflict (Offer 2012a, b). He has 
always sought out moral, psychological and cultural explanations to challenge 
and enrich classical and neoclassical economic models based on methodologi-
cal individualism. This wide theoretical curiosity, allied to high skill in archi-
val work and devotion to empirical verification, has helped him to make 
original contributions to some of the oldest questions of political economy 
and economic history, such as aggregate and sectoral growth, demographic 
and class change, technological diffusion, specialisation and trade, the opera-
tion of markets (and States) in factor, capital and consumer goods (Offer 
1980, 1991, 1993), the institutional evolution of property rights (Offer 1977, 
1994) and the definition and measurement of welfare (Offer 1997, 2003).

Avner’s life story is very different to that of his peers in British economic 
history and political economy. That story can give clues about the ideas that 
have animated the work of this highly original scholar. He was born in 
Mandatory Palestine in 1944 (Offer 2014b: 13–33; Nunan 2012) and grew 
up in Kibbutz Yifat in the Jezreel Valley, the heartland of Israel’s communal 
agricultural settlements which had been founded by Jewish immigrants from 
Eastern Europe some two decades before. His father had come from Odessa 
in 1928, escaping the turmoil of the first decade of the Soviet Union. Avner’s 
mother was born in Palestine, her forbears also coming from the Black Sea 
region. The young Zionist immigrants regarded Palestine as more than a place 
of refuge; here was an opportunity to pursue a revolution in the condition of 
the Jewish people, for an existential transformation. The settlements of the 
Jezreel Valley cultivated a new way of life for an ancient and harried people. 
Members abandoned their native languages to speak a revived Hebrew. They 
discarded inherited culture, heritage and religious traditions, rebelled against 
the bourgeois and shtetl legacies, and submerged individual need in the 

 J. Getzler



625

imperatives of the modern Zionist collective: “To build and to be built by the 
land”, as the Zionist slogan went.

Yet there was something old-fashioned in Avner’s upbringing in the uto-
pian kibbutz. From his parents and also his schooling, he could imbibe high 
European culture alongside the austere values of pioneering and egalitarian 
Labour Zionism, which had its own secular canon of song, dance and ritual, 
much of it distilled from the German Wandervogel and East European folk 
culture. There was plenty of classical music to hear and fine literature to read, 
especially Russian classics in translation. Avner’s mother was a talented poet 
and sculptor, and his father was intermittently an ambassador for the kibbutz 
movement, taking the family for sojourns abroad. Two and a half years in 
Canada and New York as a child aged five to eight helped form and cement 
Avner’s easy command of English and this was followed, a decade later, by five 
months in Moscow at age 17, where he failed to learn much Russian, saving 
him from the risk of being tempted into the study of Soviet history and poli-
tics in later life, as he wryly acknowledged looking back over his career (Nunan 
2012). These youthful memories may have affected his political outlook as 
well: he had early seen the superpower rivals at the peak of their confidence 
and success, expanding his awareness of the wider world beyond the confines 
and conformities of the pioneering State of Israel. A lifelong immunity to the 
extremes of market fundamentalism and dogmatic socialism might be ascribed 
to these youthful experiences of America and the Soviet Union, a kind of 
ideological inoculation. Other economic historians, including his close col-
league and predecessor in the Chichele Professorship of Economic History at 
Oxford, Charles Feinstein, have been attracted to one or both poles; Avner 
has remained a resolute social democrat.

On the brink of military service in 1962, Avner developed a liking for pho-
tography and soon showed not only devotion to the art but also rare skill and 
talent. He thought that this might be his vocation after army service. Avner 
served for 11 years as a conscript and reservist in a paratroop reconnaissance 
infantry unit, seeing action in Jerusalem in the Six-Day War of 1967, and 
then in the Jordan Valley and the Sinai in the aftermath of that conflict, lead-
ing up to and including the 1973 Yom Kippur War. He captured his soldier-
ing experiences of 1967 in an extraordinary series of photographs of soldiers 
and civilians, both Jewish and Arab, caught in the vice of war, images that 
were widely exhibited and published at the time and winning him first prize 
at the 1968 Tel Aviv Museum exhibition of “Photographs from the Six-Day 
War”. His photograph of the paratroopers of his own unit advancing up the 
road to the Lion’s Gate of the Old City of Jerusalem on their way to the 
Temple Mount nearby was one of the great images of the war and was widely 
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reproduced. Avner collected these images into a memoir of the war written 
immediately afterwards, but only published in 2014. The book, entitled Burn 
Mark (Offer 2014b), can be viewed not only as an intimate record of a crucial 
campaign, but also a paean to past youth and camaraderie, a remembrance of 
the fallen and an elegy for a country that was to shed its innocence and dimin-
ish its ideals in the long years of conflict.

The jolt of the 1967 victory and the expansion of its borders gave Israel a 
burst of confidence, even euphoria, with shadows and doubts suppressed. As 
a loyal scion of the labour movement that still dominated Israeli society, Avner 
worked after the war as a farmer and pioneer both in his home kibbutz and in 
the new settlement of Sde Boker in the Negev Desert in the south of the 
country, where the founding premier David Ben-Gurion, by then in his eight-
ies, resided in political retirement. Avner worked on nature conservation for 
an NGO and subsequently spent three years leading a field survey of the 
nature and landscapes of the Southern Sinai for the country’s Nature Reserves 
Authority. During this period of Israel’s strength and growth, Avner also per-
ceived that the occupation of Palestinian land and domination of its people, 
excoriated by Ben-Gurion but embraced by most of the political elite, was 
leading Israel into a dead end. His unease was deepened by the constant rum-
bling of attritive war on Israel’s extended borders, which absorbed the energies 
and took the lives of many of his generation.

In 1969, Avner embarked on studies at the Hebrew University of Jerusalem, 
a seat of learning still under the influence of the Germanic academic culture 
of its founding professors. He read geography, including a strong quantitative 
element, as a preparation for further conservation work, and also history as a 
key to understanding the sources of Israel’s growing geopolitical and social 
predicaments. Avner studied with some of the scholarly greats of that era such 
as Jacob Talmon, who wrote a notable book on totalitarianism and populist 
democracy (Talmon 1952), and who courageously opposed the occupation of 
Palestinian territories. Through Talmon’s study of the Rousseauian general 
will, Avner seems to have picked up a sense of the uneasy relationship between 
liberalism, democracy and nationalism at the birth of modern politics. He 
also developed a strong interest in history and philosophy of science and the 
logic of scientific discovery and explanation, and wrote a dissertation on 
Darwin. Israel’s strong schools of behavioural economics and strategic bar-
gaining were also then emerging, with scholars such as Daniel Kahneman, 
Amos Tversky and Robert Aumann in Jerusalem producing seminal insights 
into rationality beyond simple maximisation models. Avner remembers the 
ferment and excitement associated with those new ideas on the Jerusalem 
campus. Methodological concerns from these first years of study would come 
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back into play much later when Avner turned his attention to the scientism of 
modern economic theory.

Avner graduated with high honours in 1973 and decided to accept a schol-
arship for study abroad, choosing the University of Oxford. He chose Britain 
over America as he wanted to study British imperialism and politics as deter-
minants of Israeli history. He experienced this move to Britain in his late 
twenties as much as a severance from the encompassing world of the kibbutz 
as a parting from Israel. Avner had come to the conclusion that egalitarian 
kibbutz society, whilst admirable and just, was perhaps past its heroic stage 
and did not hold out sufficient challenges for the young. Moreover, his wor-
ries about the direction of the country were deepening as the dominant Israeli 
Labour Party became mired in corruption and infighting. He arrived on a 
scholarship at St Antony’s College, Oxford, in the autumn of 1973 to com-
mence doctoral studies on land ownership in England from 1870 to the First 
World War and after. He was supervised first by the Industrial Revolution 
historian Peter Mathias at Oxford and then by Michael (F.M.L.) Thompson 
from London University, author of classic works on English landed society 
and one of the foremost economic and social historians in the United 
Kingdom. Perhaps the study of a very different, deeply rooted and traditional 
landed society, a stark contrast to the socialist kibbutz, would help him make 
sense of the world from which he sprang.

Avner’s first Oxford term was soon interrupted by a call back to military 
service on the fierce Sinai front of the 1973 war. He found himself fighting 
under the command of Ariel Sharon on the banks of the Suez Canal right up 
to the moment of ceasefire. Grateful to be alive, he returned to Oxford to 
bury himself in his research, producing his first monograph on Property and 
Politics 1870–1914 in 1981, completed as a Junior Research Fellow at Merton 
College. Avner sensed that, after the trauma of the 1973 war, the political 
mood in Israel was hardening and the compromises necessary to make peace 
were beyond reach. He and his generation of the 1960s had paid a toll in war 
service, and, despite the field victories, the future road was dark. More time 
away made good sense, and he took up a Lectureship in the Department of 
Economics at the University of York, where he taught economic and social 
history alongside Feinstein who led the department. Feinstein was a pioneer 
of the new quantitative economic history with a virtuoso ability to gather and 
fine-tune the historical national accounts, the bedrock for empirical appraisal 
of macroeconomic performance (Offer 2017b).

Avner worked at York for a decade and his family enjoyed living there. His 
York phase was divided by a productive three-year research sojourn at the 
Australian National University in Canberra, where he became fast friends 
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with the distinguished social historians Kenneth and Amirah Inglis. The fam-
ily flourished in the balmy environment of mid-1980s Australia, and there 
Avner researched and wrote his second monograph (Offer 1989), which 
described the agrarian origins of the First World War and traced the deeper 
structures of the far-flung pre-war British Empire. In 1991, he was appointed 
to a senior position back at Oxford, as a Reader and Professorial Fellow at 
Nuffield College, moving in 2000 to the Chichele Chair in Economic History 
at All Souls College in succession to Feinstein and held earlier by Mathias.

At Oxford, Avner helped build up a powerful economic history group 
which included Feinstein, Knick Harley, Jane Humphries and Robert Allen. 
The team also included Nicholas Dimsdale, Paul David and other stars. At the 
time, this may have been the premier economic history group in the world, 
with new graduate courses attracting an international student body, and a 
constant stream of distinguished visitors and research collaborators. Avner 
contributed to the programmes with energy and commitment, helping to 
launch many scholarly and professional careers. He revelled in collegiate life, 
where the generations mixed at a common table, bonded by a common pur-
pose, and trusting in the good sense and sound motivations of one other. The 
life of the college was ‘the closest I could find to a kibbutz’, Avner said more 
than once.

In this latter phase, his attention turned to the social and cultural shape of 
late capitalism and the ideologies of political economy, resulting in a widely 
read and warmly reviewed monograph on affluence, well-being and post-war 
capitalism (Offer 2006). He later embarked on a study, joining with the 
younger Swedish scholar Gabriel Söderberg, which took the history of the 
Nobel Prize in Economics as a framework to explore the meaning and impact 
of modern economic theory (Offer and Söderberg 2016). Avner spent several 
periods in America to study and experience at close hand the epicentre of 
world capitalism, finding the manufacturing culture of Detroit, even in its 
decline, as interesting as New York as a financial and cultural capital. These 
latter works analysed and documented the undermining of individual self- 
control and satisfaction in consumer society, and the neglect of community, 
solidarity and social obligation by modern economics.

Avner retired from the Chichele Chair in 2011. Freed from full-time teach-
ing and administration, he continued to work on more recent issues in politi-
cal economy, tracing the displacement of social democracy by market 
liberalism in the West, particularly the Anglosphere, from 1970 to the pres-
ent. He also explored the trajectories along which finance has affected the 
organisation of housing, welfare and government. His work on the historical 
problem of quality of life has evoked wide interest beyond the academy, with 
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governments in the United Kingdom, Sweden and Israel keen to learn from 
his work.

In “retirement”, the flow of vigorous work has not abated—rather the 
opposite. Avner remains as a stalwart presence and beneficial force at Oxford, 
always ready to give attention and good advice to students and colleagues, and 
continuing with a considerable effort of teaching and supervision. Beyond the 
university community, he has also contributed as a public intellectual with 
occasional forays into policy. His main vocation remains as a scholar, and his 
influence as a writer and communicator in his discipline is exceeded by none. 
We now turn to investigate more closely that body of work.

2  Land, Tenures and the Property State

Property and Politics 1870–1914 (Offer 1981) is a work of high ambition that 
was acknowledged by reviewers on publication as a stunning debut. Here, 
Avner aimed to anatomise English society before the Great War by working 
through the relationships of landed wealth and income, taxation, regulation, 
private and municipal enterprise, land and credit markets, professional human 
capital (with a special focus on lawyers and clerics), local and national politics 
and the cultural and ideological dimensions of landholding. The material cov-
ered was dense, but skilfully ordered with ideas drawn from classical and 
modern political and economic theory. In the Offerian vision, Adam Smith’s 
rational actors seek approbation and acceptance from their status as property 
holders, as well as maximisation of incomes. Ricardo’s capitalists avoid com-
petition and capture rents from property ownership. Pareto’s elites partake of 
a culture of “romantic residues” derived from past forms of economic life and 
property. Bentham’s State regulates and stabilises the allocation of resources 
by conferring property rights, with owners paying a portion of their wealth to 
maintain the State which establishes and protects their property. Henry 
George’s land monopolists extract unearned increments from industry and 
labour as towns expand and the economy grows. Rousseau, who is accorded 
the first and last lines of the book, describes property as a coercive source of 
inequality, the original worm of self-regard, destroying the pre-lapsarian world 
of natural community. Underpinning the entire study was a basic problem in 
political theory from Hobbes and Locke, through Rousseau, to Mill and 
Marx: How can fallen man civilise an unequal property-holding world 
through politics?

To make sense of it all, Avner developed his own theory of “tenures”, or 
claims by groups to privileged status and income by virtue of their cohesion 
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as owners or professionals. Tradition and expertise vest these groups with 
lucrative control of resources and skills. The first part of the book, entitled 
“Law as Property”, is the main instantiation of the tenure thesis and threw 
light on some highly technical aspects of the development of property law and 
practice (elaborated earlier in Offer 1977). Lawyers were the tenured profes-
sional group par excellence, extracting a share of social wealth by their monop-
oly control of legal transactions, especially land conveyance. These ideas of 
rent seeking and regulatory capture were deployed at the same time that they 
were first being modelled more formally in the United States. Land law 
reform, pre-eminently land registration as a rationalisation of conveyancing, 
was the proving ground for lawyers’ independent, self-governing professional 
status. Edwardian solicitors’ incomes were threatened by a downturn of the 
property cycle and by overcrowding of the profession. Self-interested solici-
tors, organised under the umbrella of the Law Society, blocked attempts by 
Benthamites and Liberals to institute a system of land registration as a quick, 
cheap and secure form of recording and conveying titles, a system that reform-
ers held to be clearly superior to common law conveyance by deed. The law-
yers disagreed, claiming that their arcane techniques were beyond the reach or 
understanding of non-professionals. The legislation that finally emerged in 
1922–1925 was designed to rationalise property law on the legal profession-
als’ terms. It solved a string of particular problems and assisted in the liberal 
commodification and clarification of land entitlements, but also preserved the 
lucrative role of lawyers in executing title searches, land contracts and convey-
ances. Self-interested professionalism thus defeated the public interest, and 
Britain’s economy remained saddled with high legal transaction costs for the 
remainder of the twentieth century.

These conceptions of monopolistic human capital and professional iden-
tity, cartelisation and rent seeking exerted a wide influence amongst economic, 
social and legal historians in the decades that followed (see, for example, 
Perkin 1989 and Anderson 1992). Avner’s critique of the professions came 
from the left but chimed with the Thatcherite assault on establishment and 
professional formations in the 1980s. At the same time, his critical account of 
the lawyers’ promotion of their own interests attracted rebuttals or demands 
for adaptation by scholars who found value in the pre-modern sensibilities of 
the old learned professions (Anderson 1992; Pottage 1994; riposte from 
Offer 1994).

Moving from legal to political authority, Avner was also interested in the 
reciprocal nature of State authority and property prerogatives. In the liberal 
(Lockean, Kantian) equation, the representative State exists to protect and 
manage property, which requires taxation and administration—but not redis-
tribution, which is seen as an illegitimate violation of vested rights beyond the 
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reach of politics. How is that line to be held in modern times when the State’s 
power rests on a growing franchise, and the public realm, both local and 
national, is called upon to shoulder new and heavy tasks of military and wel-
fare investment? This was the conundrum that led to the People’s Budget of 
1909 and the constitutional crisis that followed, and launched a deeper crisis 
of State legitimacy in Britain that fluctuated in intensity but that has never 
really ended.

Avner went on in Property and Politics to describe the mounting conflict 
between town and country, Liberals and Tories, capitalists and rentiers, over 
who should bear taxation burdens necessary to support the modern welfare 
and warfare state, and who should reap the benefits of expanding social wealth 
expressed in rising property values. He deployed quantitative data to describe 
wealth distributions, modes of land ownership and levels of income and taxa-
tion over the period covered by the volume, dissecting high politics and the 
motivations of leading actors, giving due weight to the social and cultural 
dimensions of ownership in the politics of property. In later quantitative 
work, Avner showed that economic payoffs could not explain the premium 
prices commanded by land, a gap which he explained in terms of the social 
and political status and self-esteem that command of acres or houses con-
ferred on the owner (Offer 1980, 1991). He went on to examine the reduc-
tion or abolition of rates, the capping of local government taxation, the sell-off 
of public housing and promotion of private home ownership to reshape the 
electorate, the channelling of savings via profit-taking banks into the domes-
tic land market (Offer 2014a, 2017a), and the opening of property ownership 
to investors as a store of value and leveraging opportunity, which effected a 
febrile boom in both commercial and domestic land markets in Britain. 
Current work in progress shows how mass home ownership in the twentieth 
century could only be achieved by means of government mandates, sanctions 
and subsidies.

3  Food, Empire and War

Avner’s next historical project, The First World War: An Agrarian Interpretation 
(Offer 1989) was situated in the same fin de siècle as Property and Politics, but 
ranged across a much wider terrain. Here, Avner examined international food 
supply as a factor in the course of late Victorian imperialism and the run up 
to, outbreak, prosecution and settlement of the Great War. During the “first 
globalisation” of 1870–1914, Britain outsourced much of its food supply to 
overseas suppliers, as did Germany, albeit to a lesser extent. This new 
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international division of labour exposed the maritime supply routes of food 
and essential raw materials to naval blockade. This gave rise to international 
tensions which were instrumental in setting off the First World War and 
affected the way it was fought and concluded.

Avner began by examining the German food economy during the war, 
assessing the fragility of domestic and imported supplies, and carefully recon-
structing the quality of food and calorific intake over time. He then linked 
this to data on illness, mortality and morale, both on the front and at home, 
concluding that the sense of deprivation and uncertainty incurred by food 
stress, including the ill will caused by competition for food resources and 
coercive rationing by the State, were more significant factors in understanding 
Germany’s defeat than the insult to health during this protracted period of 
hardship. These discoveries marked the beginning of Avner’s quest to find 
secure economic-historical measures of welfare that go beyond the commod-
ity standard of living.

The book then turned its focus to the Allies where the picture was very dif-
ferent. Across a century or more of specialisation in trade and industry, Britain 
had run down its domestic food economy and become dependent on cheap 
food imports—which explained the country’s mediocre food culture in mod-
ern times. Britain’s manufactured exports did not cover the cost of its food 
and raw material imports, a gap bridged by services and income from overseas 
assets, and vouchsafed by financial and naval power. Wheat was the essential 
staple, and Avner explored the migration of Britons to the prairies and pas-
tures of the Dominions, showing how the bonds of trade, kinship and shared 
culture held together a vast imperial system of food production and transport. 
He then demonstrated that the deepening of the British food trading econ-
omy between the metropole and peripheries of empire affected the social 
structure of both. Large land ownership in Britain, with its tenant farmers and 
impoverished wage labourers, could not compete with the yeoman farmers of 
the Dominions, who enjoyed land abundance and strong incentives to work 
for economic independence on their homesteads. A similar analysis of settler 
capitalist societies had been developed by Avner’s Canberra colleague Donald 
Denoon a few years earlier (Denoon 1983). In sum, British farming declined, 
starved of investment and labour, whilst colonial and North American farm-
ing flourished. Impoverished British workers moved to the wealthier colonies 
in search of better lives. Changes in land use and agrarian pricing affected 
wage levels and opportunities for capital investment. These developments 
help explain the migration cycles of the pre-war period, the development of 
social democracy in the Dominion societies, their exposure to the ebb and 

 J. Getzler



633

flow of capital movements and commodity prices, and the heightened class 
conflict and angry politics in the British metropole.

Avner then analysed the social and economic development since the mid- 
nineteenth century of the three main breadbaskets supplying Britain—
Australia, Canada and the United States, offering glimpses also of South 
American export production, and contrasting these with subsistence systems 
in Russia and India. Wheat was like petroleum—a bulk-traded international 
good, not easily replaced, and cheap to transport in highly responsive mar-
kets. Avner highlighted an interesting dualism in the wealthy wheat-exporting 
societies: a high-wage settlement and well-developed public goods, combined 
with fear of competition from Asia and considerable racial animus. The inef-
ficient constraints on free labour migration in the Pacific Rim was an eco-
nomic puzzle whose answer lay not only in the relations of inside and outside 
labour markets but also in terms of the colonial insistence on a white racial 
identity and imperial defence. When war broke out, the Dominions leapt to 
the defence of the mother country and sent their youth to die across the 
oceans in Europe and the Middle East at rates comparable to the losses of the 
British and French.

The second half of the book focused on military strategy and the economics 
of blockade. Avner demonstrated, through painstaking research in the British 
and German archives, how the pre-war leadership of Britain and Germany 
were each conscious that they had surrendered their food self-sufficiency 
through economic specialisation, and came to fear the other’s capacity to cut 
vital food supplies. On both sides, therefore, political and military elites strove 
to neutralise the mutual threat of starvation by means of military and naval 
superiority. After two years of stalemate in the trenches, Germany made the 
fateful decision to launch economic war against a staggering Britain by start-
ing the U-boat campaign against mercantile shipping. By bringing America 
into the war, the submarine campaign guaranteed German defeat, and a tight 
food blockade helped to bring the Central Powers to their knees.

The global story of international food production and trade added a new 
dimension to this much-studied history of strategic miscalculation and 
descent into the Great War, and also gave a new twist to economic theories of 
empire, moving explanation away from the Hobsonian theory of capital 
export and under-consumption as the taproot of imperial expansion. Avner 
suggested that military planning on the German side with its fatalistic com-
mitment to decisive action regardless of the consequences overcame civilian 
rationality both in the initial attack of 1914, and the “second decision for 
war” being the 1917 U-boat campaign (Offer 1995). The story on the British 
side was more complicated; the civilian and naval planners expected to win a 

25 Avner Offer (1944–) 



634

long war by means of blockade and had good reasons to avoid being drawn 
into a land war. The pre-war Liberal government attempted to deter and con-
strain the Germans by means of a naval build-up and a bellicose posture. 
When Germany failed to read the signals and threw the dice in August 1914, 
Britain was drawn into a continental commitment.

Avner also highlighted the social contract on the home front as a factor in 
understanding the course of the war. The nation state in all combatant coun-
tries placed heavy demands on its populations and had to offer a modicum of 
equality in return. German officialdom was more coercive and less inclined to 
rely on moral appeals and market incentives to discipline production and 
ration consumption. Avner argued that resentment about the inequality of 
burdens leached the authority of the German State and undermined the war 
effort. In contrast, the British home front remained more or less intact. With 
the hardships of the Allied food blockade extending into the winter of 
1918–1919, accompanied by the flu epidemic, German civil society was 
gravely weakened; this, together with the punitive Allied victory settlement, 
left a poisonous political legacy post-war. The idea of unequal burdens and 
coercion as destructive of polity was to recur in Avner’s later social and eco-
nomic analyses.

4  Wealth and Time, Self-control 
and Satisfaction

Avner’s third major project, The Challenge of Affluence, shifted ground in both 
the time periods studied and techniques applied. It also reached for an eco-
nomic as well as a historical audience and was very widely read, reviewed, 
praised and criticised. The subject was the affluent and hedonistic consumer 
society that emerged in the United States and Britain after 1950. The book 
kicks off with the core argument: ‘Affluence breeds impatience, and impa-
tience undermines well-being’ (Offer 2006: 1). Avner here took aim at the 
core assumption of neoclassical economics that people were the best judges of 
their own good. The criticism went beyond the usual behavioural and game- 
theoretic qualifications of expressed preference utilitarianism, viz. that 
bounded rationality and coordination problems could impede the instrumen-
tal attainment of goals. Avner was more interested in the plentiful social- 
psychological and survey evidence where people reported stagnation or decline 
of their happiness levels even as they satisfied their wants. This observation has 
long been a staple of moralising literature and psychology; Wilde quipped in 
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his 1892 play Lady Windermere’s Fan that it was a much worse tragedy to get 
what you want than not; Freud in Studies in Hysteria three years later sug-
gested that the task of psychoanalysis was to help modern man attain merely 
common unhappiness, and there is certainly a tradition in utilitarian ethics of 
identifying higher and lower forms of well-being (Gintis 2007). Could a rig-
orous social science of the relation of want-satisfaction to happiness be 
charted? Avner advanced a new testable hypothesis: that the flow of abundant 
and novel material and experiential pleasures of late capitalism can undermine 
the quality of life as evidenced by the indices of reported levels of subjective 
well-being. Consumption in the affluent society strains the consumer’s capac-
ity to assimilate, enjoy and attend to meaningful life experience, with deleteri-
ous effects on intimacy, health and life satisfaction. Material abundance and 
overexposure to marketing intensified the intrinsic preference for immediate 
satisfaction, and consequent surges of over-stimulation swamped the capacity 
for enjoyment. The key to well-being was to bring stimulation into alignment 
with the capacity for enjoying it.

Avner deployed models of hedonic experience and consumer and house-
hold decision-making in a series of original test cases examining sources of 
pleasure (and pain) as varied as advertising, car ownership, dissemination of 
consumer durables, body weight and self-control, occupational status, 
inequality, sex and family life. Key to his approach was the problem, being 
worked out in behavioural economics, of hyperbolic discounting, a form of 
hedonic myopia that makes temporally distant but significant rewards far 
more difficult to build into a calculus of decision-making than immediate 
pleasures or avoidances of pain or effort. Modern affluence had diffused com-
pelling but potentially harmful consumer satisfactions through society, pro-
moting poor-quality foods which caused an obesity crisis inimical to health 
and self-esteem, and particularly afflicting the poor whose futures were much 
more uncertain than those of the wealthy. Two chapters examined the frenzy 
for bigger and gaudier automobiles; Detroit had preferred to manipulate 
desire by means of unremitting but superficial novelty over investment in 
durable engineering and safety. The advent of mass auto-ownership contrib-
uted to congestion, pollution, suburbanisation and the breakdown of com-
munity; a private good generated public bads. Another chapter, co-researched 
with Sue Bowden, examined the temporal diffusion of domestic consumer 
durables—cleaning, cooking and entertainment devices—and found that 
“time-using” entertainment appliances, television and radio, diffused more 
rapidly than “time-saving” ones, which reduced the workload of housewives. 
The time saved from housework was transferred into watching television. 
Consumption was promoted by highly proficient and manipulative 
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advertising that wore a “mask of intimacy”, but ubiquitous commercial speech 
ultimately undermined trust in all information in the public space and 
debased the public good of truth and sincerity, of mutual expectations of 
honesty.

An important bridge between instrumental theories of rational choice and 
a secular concept of the good life was found in the work of the psychologist 
George Ainslie. In Picoeconomics (1992), Ainslie modelled the individual as 
involved in a constant process of bargaining between inter-temporal states of 
motivation, setting up “commitment devices” to enforce internal deals priori-
tising future states over near-field pleasures, and repressing self-cheating. 
Avner demonstrated how the historian and social scientist could expose the 
cultural inheritance of commitment devices that stinted and gave savour to 
experience, that afforced the Ainsliean internal deals; and conversely, one 
could measure the negative impact on utility when such commitments were 
weakened or abandoned. The temptations of myopia were traditionally coun-
tered by social commitment devices like table manners, education, mortgages, 
marriages, insurance and pensions. Heightened consumer choices and stimuli 
undermined communal and institutional commitment devices that had 
slowed down consumption, delayed satiation and maintained appetite and 
anticipation. The old curbs had constrained immediate pleasures and main-
tained a more sustainable sense of well-being.

Avner charted changes in family structure, as the patient staging of court-
ship, sexual initiation and marriage gave way to impatience and restlessness in 
relationships, with women and children the main victims. Another source of 
ill-being was the rise in inequality and extension of status ladders. Much well- 
being is generated by being able to compare oneself favourably to others, and 
to one’s past self. Modern consumer capitalism set up a privatised acquisitive 
arms race that diminished a rough equality of basic goods and made people at 
the bottom feel like losers, even though they were consuming more than gen-
erations past.

The book’s chapter on obesity (based on Offer 2001) explicitly treated the 
condition as a challenge to the rationality assumption in economics. People 
regret the overeating that makes them obese even as it happens, and then 
strive to undo the result by means of slimming and medical treatment. A 
follow-up analysis demonstrated that English-speaking countries have much 
higher rates of obesity than European welfare states and shows that overeating 
is a response to the competitive pressures of market liberalism, to economic 
insecurity rather than (as argued by others) to inequality (Offer et al. 2010).

Avner’s achievement in The Challenge of Affluence was to apply a novel com-
bination of behavioural, decisional and welfare models across a varied 
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historical canvass composed of carefully gathered and measured data: ‘I have 
woven the argument from the whole range of evidence: this is both social sci-
ence and history’ (Offer 1989: 11). The book could also be read as a sustained 
attack on much of modern economics and the public policies that economics 
supports or justifies. Data showed that economic growth and increased GDP 
per head did not promote subjective happiness. Indeed, efforts to increase 
prosperity measured in material terms might actively undermine the capacity 
for well-being.

What, then, was the appropriate measure of happiness? Myopic limitations 
on rationality and the unmanageable abundance of information prevented 
the self-referential individual from properly assessing all available options 
across any longer period of time; in modern economic theory, everything was 
driven by individual choice, but social science had also generated plentiful 
evidence that meaningful maximising of utility over time was impossible. 
Instead, Avner embraced an older political—or better, moral—economy. In 
an influential article (Offer 1997, developed in Offer 2006: Chapter 5), he 
introduced the concept of “the economy of regard”, in which aspiration was 
guided not by self-interest but by a quest for approbation. Exchange was 
started by a unilateral gift which elicited a discretionary response, starting off 
a cycle of mutually beneficial reciprocity. The idea originates in Smith’s Theory 
of Moral Sentiments. In another article, Avner showed that the concept of 
“sympathy” was an intrinsic capacity which was required to establish a social 
order driven by our concern for the good opinion of others (Offer 2012b).

Avner’s arguments were criticised by many economists, reasserting their 
well-rehearsed intuitions that more was not less, that choices were empower-
ing and the meeting of needs and wants was generally pleasant (Gintis 2007). 
Such critics may have missed that Avner was really cleaving to an adapted 
utilitarianism, expanding the measures of happiness to include inter- subjective 
experience, self-esteem and approbation derived from mutuality and obliga-
tion. He also, in effect, displaced instrumental rationality, the efficient adapta-
tion of means to reach discretionary goals. Instead, he preferred a model of 
judgement and taste guided by culture as a good in itself, and also better 
suited to deal with the decisional challenges of time discounting and future 
uncertainty. Friendly critics (Oswald and Powdthavee 2007) suggested that 
there was a sting in the tail of such social measures of well-being and reason: 
in an affluent society of impatient, over-consuming, miserable and ill indi-
viduals, one’s self image and canons of judgement, born of comparison to 
others, might settle into a low equilibrium, normalised by one’s social sur-
rounds and expectations. This insight has been supported by later research on 
the flaws of contemporary capitalism, especially with the decline of 
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meaningful work, the fraying of community and the unavailability of decent 
health care causing increased “deaths of despair” in contemporary America 
(Case and Deaton 2020).

5  The Market Turn

Avner acknowledged that his 2006 study of affluence did not cover the com-
plementary topics of public goods and collective welfare provision. In his next 
period of research, he entered this fray and carried the enquiry forward into 
recent decades of intellectual, political and financial history. Avner analysed 
the turn to market definition of social relations that had taken place since the 
1970s, both in high economic theory and in political discourse and action. 
Avner observed how the “market turn” had eviscerated social democracy, 
which he conceived as a pooling of life risks and production of public goods 
brokered by a trusted State. The ring-fencing of risk and smoothing of life-
cycle earnings by non-market institutions (social insurance) has been replaced 
by market organisation of housing, education, health, employment and retire-
ment through deregulated financial institutions. Politically difficult cross- 
generational welfare pacts have been replaced by unreliable contractual 
intra-generational savings and insurance deals. Arguing for the depoliticisa-
tion of an inefficient mixed economy, these reforms brought financial gains 
and political power for a small elite, matched by insecurity and stagnant 
incomes for the rest, with the result that the whole system regularly tipped 
into crisis.

There was an intellectual story to be told. In The Nobel Factor, a co-authored 
study of the origins and history of the Nobel Prize in Economics, written with 
Gabriel Söderberg, Avner showed how the Riksbank, the Swedish central 
bank, had set up and paid for the Prize from the late 1960s with the purpose 
of celebrating economic theorising that questioned the social democratic con-
sensus of high tax and transfer and strong public goods. The coterie of Swedish 
economists controlling the award of the Prize were discreet and nuanced as 
they set to work. Survey data showed that some two-thirds of the economics 
profession had a left-of-centre policy orientation but approximately half the 
prizes went to conservative economists, including Friedrich von Hayek, 
George Stigler, Milton Friedman, James Buchanan and Robert Lucas. These 
awards enhanced the credibility of their free market theories and their often 
aggressively conservative or libertarian politics. Most of the other prizes went 
to liberal economists such as Paul Samuelson, Robert Solow, Kenneth Arrow 
and Joseph Stiglitz, who nevertheless were committed to the assumptions of 
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neoclassical economics. Only one prize went to a social democrat, Gunnar 
Myrdal, from Sweden, though behaviourists such as Daniel Kahneman and 
Elinor Ostrom who received awards also stood somewhat outside the liberal 
consensus.

Avner found much to deplore in the post-war development of economic 
science, with the Chicago School from Friedman to Lucas, and the wider (and 
somewhat different) circle of economists associated with Hayek and the Mont 
Pelerin Society. The moral and political values of conservative economics pre-
sented it as a “Just World” theory, in which the market gives everyone what 
they deserve, regardless of their prior endowments and how these might have 
been obtained. As Friedman put it: ‘The ethical principle that would directly 
justify the distribution of income in a free market society is, “To each accord-
ing to what he and the instruments he owns produces”’ (Friedman 1956: 1). 
The consequence is indifference to inequality. Prestigious branches of eco-
nomic theory (such as optimal taxation and public choice) give precedence to 
policies based on the purported efficiency of imagined free markets over the 
proven benefits of social equity and public goods. In other words, economic 
theory can too easily serve as a “warrant for pain” (Offer 2014c).

In his solo and collaborative writings on the technical content of modern 
economic theory, Avner engaged with two main approaches which are incon-
sistent with each other. One is “good faith economics”, which scales up the 
discretionary choices of omniscient individuals into a socially optimal general 
equilibrium. This is a harmony theory in which there is no conflict of interest. 
Alternatively, in “bad faith economics”, information is asymmetric and lim-
ited and everyone has an incentive to cheat. Good faith economics is unreal-
istic but specifies optimal policy solutions. Bad faith economics is more 
realistic but is empirically indeterminate and is unattractive ethically. Neither 
provides reliable guidance for policy.

Can society do better? Hayek argued that it was impossible for any form of 
social management to encompass the richness of information handled 
smoothly by the market. In recent writings, Avner has produced powerful 
counterarguments to this based on the heuristics of time discounting and col-
lective decision-making in conditions of uncertainty to make a positive case 
for public goods and social insurance (Offer 2003, 2012a, 2018). He names 
these “prudential goods” and shows how wealthy societies have historically 
expanded the production of such goods to form some 40% of the economy. 
Prudential goods are hardened into institutionally protected entitlements for 
good reason: not as illegitimate use of public power for sectional rent seeking, 
but rather as commitment devices to overcome market failures and coordina-
tion costs, to extend time horizons, to pool risks and benefits and help 
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individuals smooth life-cycle earnings, and to achieve economies of scale. 
Since the 1970s, hostility from the high economic theorists, consumer rest-
lessness, political boredom and division, and short-termism by politicians 
currying electoral favour combined to undermine investment in prudential 
goods, resulting in breakdowns in societal order that ultimately harmed indi-
vidual prosperity for the majority or for large minorities—a price that the 
electorate seemed willing to pay or at least unwilling to recognise.

In recent work, Avner develops a new theory of the private-public bound-
ary. The efficiency attributes of the market are only available for short-term 
projects whose duration is determined by the break-even time horizon defined 
by the prevailing interest rate. The higher the interest rate, the shorter this 
time horizon. If a project has a longer break-even, it cannot be undertaken by 
profit-making business on its own. It needs to be undertaken directly by soci-
ety (through public enterprise or not-for-profit), or by a “franchise” whose 
profit is underwritten by society. Between them, these social and hybrid forms 
of enterprise cover more than half of aggregate economic activity. Competitive 
markets are important enclaves, but cannot provide a template for society.

One corollary of pervasive public and hybrid economic activity is wide-
spread corruption which has increased in line with marketisation and finan-
cialisation. A possible solution to such problems is indicated by the successful 
“integrity revolution” which took place in Northwestern Europe in the second 
third of the nineteenth century. This was achieved by aligning the interests of 
public servants with their occupational codes, and worked well for about a 
century until the privatisation of public services and the introduction of com-
petitive incentives into those remaining in the public sector. Payment by 
results in the public service set up a conflict between the self-interest of offi-
cials and the public good. Meanwhile, the privatised utilities and services con-
tinued to depend on government support. This support extends to the very 
heart of capitalism, the financial system which relies on central bank clearing, 
regulation, credit and bailouts (Offer 2018, and current work in progress). 
Here was a tragic irony: myopic choice amplified by sectional interests and 
accelerated by economic ideology is strong enough to undo the commitment 
devices installed historically to counter it. The linked crises of 2020 in public 
health and the macroeconomy highlight what is at stake.
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6  Conclusion

Some of the dominant themes of classical and New Economic History con-
cerned economic performance across time, defined in terms of growth, expan-
sions of productive capacity through technology or organisation, rising 
standards of living, demographic expansion and power relations and material 
distributions mediated by class, race and gender. Surveying Avner’s work as an 
integrated whole, he has embraced these questions in his research programme, 
especially in his first phase of work, but he has also taken them in new direc-
tions. He has focused on the paradoxes and pathologies of modern economic 
growth, observing how social and military conflict, the search for security, 
status and identity, and the fragility of well-being, make the judgments of 
political economy more, not less, difficult even in a world of technological 
change and material plenty. But the picture is not all dark: Avner’s narratives 
and analyses are leavened with the sense that social and individual choice can 
always take new courses, that goodwill, mutuality and cooperation are just as 
common as self-interest, rivalry and conflict, and that a prudent social democ-
racy supporting a secure and genial citizenry is, despite all, quite possible.

We may ponder how life experience, education, culture, identity and mem-
ory will shape the intellectual life of a particular scholar or writer, and how 
valuable it is for the reader to know something of the life of an author or 
creator. Avner’s life and formation outside the liberal Anglo-American con-
sensus, in the first decades of socialist Israel, is surely a large element shaping 
his historical and economic vision, his sense of what most needs explaining. 
We can leave the last word on this puzzle to Avner himself, who offered these 
lines to readers of his 1989 work on the First World War, at the close of the 
preface (Offer 1989: ix):

A decade or so spent as a farmer, soldier, public servant and student in Israel in 
the 1960s and 1970s prepared me to perceive the agrarian, military and mental 
patterns of the Edwardian Empire. Those years also exposed me to some of the 
faces of war.

Clouds float across my window
In many towns, on many desks,
then seasons, years—a decade yet?
A mound of paper binds me in the net
of puzzles that research might yet unravel
and memories that I am ever striving to forget.

25 Avner Offer (1944–) 
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26
John Muellbauer (1944–)

John Duca

1  Introduction1

John Muellbauer is a distinguished Oxford economist who has made notable, 
especially applied, contributions in the economics of demand analysis, con-
sumption, housing and financial stability, and in macroeconomics more gen-
erally. His influential co-authored paper, “An Almost Ideal Demand System”, 
published in 1980, was selected as one of the best 20 papers published in the 
first 100 years of the American Economic Review. It was prominently men-
tioned by The Royal Swedish Academy of Sciences, amongst his publications, 
when the paper’s co-author, Angus Deaton, was awarded the Nobel Prize in 
Economics in 2015. Their highly regarded book, Economics and Consumer 
Behaviour, also published in 1980, has been widely used in graduate courses 
and cited over 7,000 times.2 The book is considered a modern classic: it was 
described as a landmark by Blundell (1988) more than three decades ago, and 
this was reiterated by Besley (2016; see also Besley et al. 2011). John’s research 

1 Please note that the views expressed in this chapter are those of the author and are not necessarily those 
of the Federal Reserve System.
2 As reported by Research Papers in Economics (RePEC).
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spans theory and empirics, and it emphasises the importance of using empiri-
cal evidence to assess the former while requiring the latter to be well- grounded 
in theory.

Two prominent themes have pervaded John’s research: addressing theoreti-
cal consistency and reducing misspecification in empirical models, partly by 
incorporating institutional heterogeneity across countries and over time; and 
using evidence to engage in policy debates. These considerations have moti-
vated his development of theory-based, empirical frameworks, flexible enough 
to encompass an eclectic set of influences and insights, and yet sufficiently 
tractable to avoid the curse of dimensionality and be able to yield robust and 
reliable estimates. This emphasis on consistency, completeness and practical-
ity has played a role in his interests evolving from mainly microeconomics to 
macroeconomics. Since the early 1980s, a major focus of his research has been 
modelling aggregate consumption and housing markets and analysing the 
role of housing in the wider economy. More recently, his research has broad-
ened to cover the interconnections between macroeconomics and financial 
stability.

John has long engaged in prominent policy debates in the UK.  These 
include the UK’s supposed productivity growth revolution of the early 1980s, 
Thatcher’s misconceived poll tax of the late 1980s and the collapse of the UK 
savings rate in the 1980s. He argued that the UK’s departure from the 
Exchange Rate Mechanism (ERM) was inevitable in 19923 and explained why 
Britain should not adopt the euro as its currency. He has made influential and 
significant contributions over many years to debates about reforming UK 
housing policy. Through newspaper articles and VoxEU, he has engaged a 
wider audience in macroeconomic policy debates, for instance, on inflation 
and exchange rate pass-through (Muellbauer and Aron 2008; Aron and 
Muellbauer 2014a, b), a prescient article on the imminence of a housing-led 
recession (Muellbauer 2008a), early articles encouraging credit easing by cen-
tral banks during the global financial crisis (Muellbauer 2008b, c), Eurobonds 
and the Eurozone’s sovereign debt crisis (Muellbauer 2011), monetary policy 
lessons from Japan (Muellbauer and Murata 2011), fiscal policy lessons and 
the UK’s ‘lost generation’ (Muellbauer 2014a), “QE for the People” (Muellbauer 
2014b, 2016a), and the failure of central bank models (Muellbauer 2016b).

John has combined an Oxford tradition of robust econometric testing with 
a Cambridge tradition of developing the implications of the insights of John 

3 Two days before the UK was forced to leave the ERM, the Financial Times published John’s oped 
explaining why the exchange rate was unsustainable. In the immediate aftermath, in another oped, he 
argued that the outcome would be benign, forecasting correctly that inflation would be subdued.
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Maynard Keynes and Richard Stone. His work also extends later insights on 
wealth and asset prices from Franco Modigliani, James Tobin and Robert 
Shiller, on expectations from Robert Hall, and on credit constraints from 
George Akerlof and Joseph Stiglitz. His many honorary distinctions include 
election as a Fellow of the Econometric Society in 1975, a Centre for Economic 
Policy Research (CEPR) Research Fellow in 1983, a Fellow of the British 
Academy in 1997, and a Fellow of the European Economic Association in 
2006. John has also served on the editorial boards of the Review of Economic 
Studies and Econometrica, inter alia.

2  Origins, Education and Career

John Muellbauer was born in a hamlet in the foothills of the Alps in south-
west Bavaria. His father, Norbert, was a scientist in the field of electronics, 
who had lost his wartime scientist’s exemption from military service owing to 
strongly anti-Nazi views. His mother, Edith Gruber, hailed from Vienna, 
where she studied piano at the Vienna Conservatory of Music, but later had 
to work as a laboratory assistant. To survive the Nazi era, she and her spouse 
obscured the Jewish heritage of her father, who had been a City Councillor in 
Vienna. In the early 1950s, John’s parents took advantage of an opportunity 
for his father in the electronics industry, and the family emigrated to the UK, 
first to South Wales and later to London. Aided by a diligent teacher and the 
efforts of his mother, John quickly learned English and was able to excel in his 
entrance exams to grammar school, later gaining admission to King’s College, 
Cambridge.

As an undergraduate at Cambridge, his tutors in economics included 
Christopher Bliss, Frank Hahn, Robin Marris and Luigi Pasinetti, and he 
enjoyed studying sociology with John Goldthorpe.4 The young lecturer, 
Charles Goodhart, influenced his thinking on balance sheets and monetary 
transmission. Following Cambridge, John pursued his PhD at Berkeley. 
Lectures from the Nobel Laureate Dan McFadden introduced him to duality 
theory, which John drew on in his early solo-authored contributions to eco-
nomics and in his joint work with Angus Deaton. He studied econometrics 
with Dale Jorgenson and Edmond Malinvaud, and statistics with Henry 
Scheffé. Two other Berkeley giants were particularly influential. One was 
Aaron Gordon, whose coverage of business cycles emphasised econometric 
analysis of the major components of GDP and the role of financial crises, 

4 Both Bliss and Goldthorpe were later colleagues of John at Nuffield College.
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drawing on Kindleberger’s and Minsky’s early work. The second was Robert 
(“Bob”) Hall, who supervised John’s dissertation on applying hedonics and 
index number theory to measuring prices for consumer and producer durable 
goods; his later work on the consumption Euler equation, Hall (1978), posed 
challenges addressed by John’s subsequent time series contributions.

Following his graduate studies at Berkeley, John returned to the UK to 
begin a long and distinguished career as an academic. He has a son (and three 
grandchildren) from his first marriage, and a daughter from his subsequent 
marriage to Janine Aron, an Oxford economist and co-author.

John began in academia as a Lecturer at Warwick in 1969, moving in 1972 
to Birkbeck College, where colleagues included Richard Portes, A.G. (“Bertie”) 
Hines, John Broome, and later, Dennis Snower. He was a Lecturer, then 
Reader, and finally Professor of Economics at Birkbeck.5 In 1981, he moved 
to Nuffield College, Oxford, as Official Fellow (1981–2011), Senior Research 
Fellow (2012–present) and Professor of Economics (1997–present). Over the 
years, his Nuffield colleagues included a sextet of Sirs, Tony Atkinson, David 
Cox, Andrew Dilnot, David Hendry, James Mirrlees and Stephen Nickell, 
and other distinguished academics, including Steve Bond, Terence Gorman, 
Paul Klemperer, Meg Meyer, Bent Nielsen, Avner Offer, Neil Shephard, Hyun 
Shin and John Vickers. This range of talents, the interdisciplinary atmosphere 
of an outstanding graduate social science college and interaction with its stu-
dents provided a highly stimulating environment. The College freed John to 
pursue research he judged important, independently of the fashions of the 
time. It also enabled him to interact with visiting fellows from the world out-
side academia. John served on the Investment Committee throughout his 
time at Nuffield until 2016 and was the Investment Bursar for 13 years, 
including during the bursting of the dotcom bubble in 2000–2002 and the 
global financial crisis and its aftermath during 2008–2016. He taught for over 
30 years on the Oxford MPhil programme and supervised MPhil and DPhil 
students, many of whom have become eminent economists. He has also been 
a Senior Research Fellow at the Institute for New Economic Thinking at the 
Oxford Martin School (2012–present), which under the respective leader-
ships of Eric Beinhocker and Ian Goldin have taken an interdisciplinary, col-
laborative approach to new levels, addressing the most important problems of 
the age.

Apart from his academic career, John’s engagement in policy debate has 
included an active role in advising policy makers. In the UK, he served on the 

5 While in London, John began interacting with Terence Gorman and Dennis Sargan, and also started a 
long friendship and professional association with David Hendry, later also a Fellow at Nuffield.
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Chancellor’s group of economic advisers in 1990 and played an important 
role on the Retail Price Index Advisory Committee in 1993–1996. He pro-
vided a central part of the case in 1997–1998 for why the UK failed to meet 
the Treasury’s “five economic tests” for entering the Eurozone.6 For many 
years, he served on the expert housing panel advising the relevant ministry 
and has been an expert witness for the House of Lords and the Treasury Select 
Committee. He and Janine Aron produced six reports from 2009 to 2014 for 
the UK government’s housing ministry on mortgage arrears and repossessions 
(see, for example, Aron and Muellbauer 2016). He has engaged widely with 
many central banks on policy, modelling and research issues since 2000. In 
the early 2000s, he assisted the Bank of England in measuring credit condi-
tions (see Fernandez-Corugedo and Muellbauer 2006). For the South African 
Reserve Bank (SARB), he and Aron assembled the first time series of house-
hold balance sheets for any emerging market economy (see Aron and 
Muellbauer 2006), now regularly published by the SARB and used in their 
core model. Together, they have contributed over 20 policy-relevant research 
papers on South Africa, including on monetary policy, forecasting output and 
inflation, modelling consumption and debt, and measuring exchange rate 
pass-through, for example, see Aron and Muellbauer (2000, 2002, 2012, 
2013a) and Aron et al. (2014a). John has also worked with charitable founda-
tions and think tanks such as Shelter, the Joseph Rowntree Foundation, the 
Nuffield Foundation, the Resolution Foundation, the Institute for Public 
Policy Research and the National Institute of Economic and Social Research, 
and international organisations, including the World Bank, the Organisation 
for Economic Co-operation and Development (OECD) and the Bank for 
International Settlements (BIS).

Since the global financial crisis, John’s hitherto less fashionable macro- 
approach has received significant and increasing attention. This began with an 
invited presentation to the 2007 Jackson Hole conference on “Housing, 
Housing Finance, and Monetary Policy” (see Muellbauer 2007) and a request 
from the BIS in 2009 to evaluate the policy-modelling framework conven-
tional among central banks (see Muellbauer 2010). Since 2006, a research 
collaboration on macro-financial linkages, housing and financial stability 
proved fruitful with John Duca at the Dallas Fed, later including Anthony 
Murphy (see Duca et  al. 2010, 2011, 2016, 2019; Duca and Muellbauer 
2014). John was awarded a Wim Duisenberg Fellowship at the European 
Central Bank (ECB) for collaboration with ECB, Bundesbank and Banque de 
France researchers to develop better models for macro-financial linkages (see 

6 See https://en.wikipedia.org/wiki/Five_economic_tests.
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Geiger et  al. 2016; Chauvin and Muellbauer 2018). SARB Research 
Fellowships during 2018–2020 have supported work with Aron on the 
SARB’s new financial stability mandate (see Aron et al. 2019a, b).

3  Muellbauer’s Contributions to Economics

The early contributions of John Muellbauer centred on accurately modelling 
household behaviour and measuring welfare at the microeconomic level. His 
interests later evolved towards a greater focus on macroeconomics, extending 
beyond household economics. The bulk of his work has entailed crafting well- 
grounded empirical implications of consumer and macroeconomic theory, 
then reconciling and interpreting reliable empirical patterns with sensible 
modifications of neoclassical and efficient market theory to account for credit 
constraints, uncertainty and open economy considerations.

3.1  Early Precursors to the AIDS Model and Economics 
and Consumer Behaviour

Many of John’s early publications contained the individual building blocks 
that he and Angus Deaton combined to develop their famous Almost Ideal 
Demand System (AIDS) model. These include the use of duality theory to 
formulate indirect utility functions (or cost functions) that are more amena-
ble to generating estimable demand functions than are direct utility func-
tions. Using the cost function representation of preferences made it possible 
to discuss the impact of taste and quality change on consumer cost of living 
indices in a more elegant and compelling way than hitherto (see Muellbauer 
1975). It also permitted a translation of the framework for defining house-
hold equivalence scales, proposed by Prais and Houthakker (1955) and Barten 
(1964), into cost functions (see Muellbauer 1974a, 1977, 1980). This allowed 
welfare comparisons across households of different compositions, the mea-
surement of the “cost of children” (also see Deaton and Muellbauer 1986) and 
incorporation of the differential impact of relative price movements and of 
household composition in the measurement of welfare and inequality (see 
Muellbauer 1974b).

A second important application of duality theory was to devise forms of 
preferences that could be aggregated across households, while being less 
restrictive than then-prevailing frameworks used by economists. The earlier, 
seminal contributions of Gorman and Stone had imposed identical linear 
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Engel curves such that the marginal propensities to consume of particular 
classes of goods and services were invariant to levels of income. This assump-
tion is convenient in permitting aggregation across households into aggregate 
demand functions but is contrary to empirical evidence.

The research that led to the AIDS model began with a 1974 Birkbeck 
working paper, triggered by John’s concern about the distributional impact of 
inflation, entitled “The Political Economy of Price Indices”. John made a 
remarkable discovery in asking the question: whom does an index such as the 
retail price index (RPI) represent, or where in the income distribution could 
one find a household with expenditure patterns similar to the weights used in 
the RPI? With identical linear Engel curves, such a representative household 
would have had average income, which is restrictive. John generalised the 
concept of the representative household, leading to a new class of preferences 
and a more general representative income level (see Muellbauer 1975, 1976). 
This research spawned a new literature in demand analysis discussed below. 
Though not published at the time, the 1974 paper also generated a research 
on “social cost of living indices”, for example, Jorgenson and Slesnick (1983) 
(see Muellbauer 2019a, b, for the paper and its historical context).

In his 1976 Econometrica paper, John asks what form of preferences, shared 
by all consumers, would allow budget share equations defined for the aggre-
gate of consumers to be represented simply by budget share equations driven 
by prices and the income of a single representative consumer. He character-
ised this income concept—in general—as a function of prices and of the 
entire income distribution of individual consumers. This characterisation of 
“community preferences” imposed less restrictive assumptions than used ear-
lier by Gorman. John gave the name “generalised linearity” (GL) to this form 
of preferences. Under GL preferences, budget share equations are linear, but 
now in a general (non-linear) function of prices and income common to each 
budget share equation. In his 1975 article in the Review of Economic Studies, 
the same problem was studied with the further requirement that the income 
of the representative consumer be independent of relative prices, depending 
only on the underlying income distribution across consumers. This “price 
independent generalized linearity” (which he christened PIGL) meant that 
the budget share equations are linear in a general power function of income, 
whose form is the same for all consumers. A special case arose where the func-
tion was logarithmic, which he named “the PIGLOG case”. Subsequent 
empirical micro-evidence suggested that the PIGLOG case was in fact the 
best fitting in the PIGL class.

PIGLOG imposes the condition that expenditure shares be linear in log 
income, which allows Engel curves in the level of income to be non-linear. 

26 John Muellbauer (1944–) 



652

This is more realistic than the assumptions made in the linear expenditure 
system (LES) of Stone. The PIGLOG specification allows aggregate behaviour 
across consumers to be modelled as though it emanated from a single maxi-
mising agent. Nevertheless, PIGLOG implies that that aggregate behaviour 
depends not only on average income, but also on its distribution. With reli-
able time-series data on income distribution, PIGLOG also provides a way of 
linking aggregate behaviour and the income distribution.

The work described in Muellbauer (1975, 1976) inspired a new literature 
that extended forms of Engel curves and of preferences, with useful aggrega-
tion and other properties. Gorman (1981) introduced the notion of the rank 
of a system of Engel curves. Rank 1 corresponds to homothetic preferences 
where budget shares do not depend on the level of total expenditure. Rank 2 
includes linear Engel curves and GL, the latter being the necessary and suffi-
cient condition for the representative household concept discussed above. 
Engel curves of Rank 3 further extend functional forms, and with useful 
aggregation properties (see Lewbel 1988, 1989, 1991). The “Quadratic 
Expenditure System” of Howe et al. (1979) is an example of such an extension 
of GL, while the translog form of demands of Jorgenson et al. (1982) is an 
application within the GL class.

3.2  The AIDS Framework

Addressing the need for a general but accessible empirical specification for 
econometric studies, Muellbauer and Deaton made a tremendous contribu-
tion to economics in developing their Almost Ideal Demand System. The 
AIDS framework is rare in being both well-grounded in economic theory and 
empirically tractable and flexible for estimating a broad range of consumer 
behaviour. By drawing on Muellbauer’s earlier work on duality theory, aggre-
gation and PIGLOG preferences, building on the 1970s literature on flexible 
functional forms (see Diewert 1971), and combined with Deaton’s economet-
ric insights, the AIDS framework derives demand specifications that can be 
aggregated across households and estimated using linear techniques. When it 
was created, it had several features which made it attractive relative to its two 
main competitors for estimating demand systems—the linear expenditure 
system of Stone, and the “Rotterdam model” associated with Henri Theil and 
Anton Barten.

From a theoretical perspective, the AIDS framework has four major, desir-
able properties for a system of demand functions for different types of goods, 
while assuming that households are rational and specifying a form of 
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heterogeneity enabling aggregation across households. The least technical of 
these properties (“additivity”) implies that individual demands will add up to 
satisfy an overall budget constraint. Three technical attributes stemming from 
maximising behaviour could easily be imposed: homogeneity in prices and 
income, symmetry in the cross-price responses, and a condition on the matrix 
of cross-price derivatives.7 Symmetry implies that the marginal effect of a 
change in the price of good A on the demand for another good B is the same 
as the marginal effect of a change in the price of good B on the demand for 
good A, for a given level of utility. One implication of the matrix condition is 
that a higher price of a good should not increase the demand for that good 
(holding utility constant). These features are shared by Stone’s LES, but they 
follow in the AIDS framework with preferences less restrictive than the Stone- 
Geary utility form assumed by the LES approach. An advantage over the 
Rotterdam model is that the AIDS framework can be derived from well- 
behaved preferences while still having much of the empirical flexibility of the 
Rotterdam model.

The AIDS framework proved especially suited for a wide range of empirical 
applications. The flexibility and limited restrictions imposed by the AIDS 
model made it popular for analysing the demand for various goods. As it is 
nearly linear, the component demands in AIDS can be estimated indepen-
dently. If used with a well-specified aggregate price index, ordinary least 
squares suffices to estimate each component or the whole system.

Deaton and Muellbauer (1980a: 312) eloquently summarise their paper’s 
contribution:

Our model, which we call the Almost Ideal Demand System (AIDS), gives an 
arbitrary first-order approximation to any demand system; it satisfies the axioms 
of choice exactly; it aggregates perfectly over consumers without invoking paral-
lel linear Engel curves; it has a functional form which is consistent with known 
household-budget data; it is simple to estimate, largely avoiding the need for 
non-linear estimation; and it can be used to test the restrictions of homogeneity 
and symmetry through linear restrictions on fixed parameters.

For all these reasons, the paper has, according to RePEC, been cited in over 
1,400 publications.

The extensive application of the AIDS approach rests partly on the ease 
with which expenditure shares of broad categories of goods and services can 
be modelled. Moreover, if consumer preferences are weakly separable, then 

7 This third property is that the Slutsky matrix of all derivatives of the Hicksian demand functions be 
negative semi-definite.
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the AIDS, like other demand systems, can model expenditure on goods within 
a broad expenditure category independently of how spending is allocated 
across the goods in other expenditure categories. The separability assumption 
also makes the AIDS framework useful for empirically modelling portfolio 
behaviour (see Barr and Cuthbertson 1991; Blake 2004). Separability8 allows 
for a hierarchy of decision-making where a household chooses an overall port-
folio size, then an allocation across different categories of assets and liabilities, 
and then particular instruments within each of these categories.

As with any framework, there are limitations to the AIDS. In applications 
that condition on average income without considering distributional shifts, it 
implicitly assumes that the distribution does not change over time. Another 
shortcoming in some implementations is the use of a simple approximation of 
the underlying price index to deflate nominal income (rather than taking 
further steps in a simple iterative procedure,9 or implementing a full systems 
estimation). Thirdly, expenditure shares are not always linear in log income, 
as noted by Banks et al. (1997), who developed a variant of the AIDS frame-
work allowing for quadratic Engel curves, which they dubbed QUAIDS. The 
appeal and applicability of the AIDS model, along with the development of 
variants to address its weaknesses, have made it a widely used framework in 
empirical analysis. Indeed, three and a half decades after its publication, Besley 
(2016: 381) described it as a ‘cornerstone of demand estimation’.

3.3  Economics and Consumer Behaviour

John has made noteworthy contributions in modelling consumption. 
Especially important was his 1980 book co-authored with Angus Deaton 
entitled Economics and Consumer Behaviour (Deaton and Muellbauer 1980b). 
This classic of the literature was designed both as a comprehensive textbook 
for graduate economics and as a reference work for economists. The first part 
provides readers with a well-organised and accessible introduction to con-
sumer choice and duality theory. Duality theory is then used to derive cost 
functions, including those underlying the demand functions that Stone–
Deaton’s graduate adviser—estimated in his classic LES. The authors then 
introduce the AIDS framework and a simple but effective application. The 

8 Separability is a testable hypothesis. Chauvin and Muellbauer (2018) model components of household 
balance sheets, including liquid assets and two types of debt, and reject the hypothesis on aggregate data.
9 A simple iterative procedure gives first-stage estimates of the parameters using an approximation to the 
price index, and the price index can be updated with these parameter estimates. Several steps usually 
result in estimates close to the full information maximum likelihood estimates of the system.
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book, from the start, effectively integrates theoretical and empirical analysis, a 
relatively rare achievement in economics.10 Thereafter, there are extensions to 
analysing labour supply and durable goods purchases.

The second part of the book reviews the conditions needed for demand 
components to be separable and for demand to be aggregated across consum-
ers—both featured prominently in John’s early publications in refereed jour-
nals. This sets the stage for the third section of the book, on consumer index 
numbers, Engel curves, and the analysis of social welfare.

The fourth part of the book provides a mix of theoretical and empirical 
extensions, covering topics involving labour supply, intertemporal choice, 
consumption and income dynamics, the demand for durables, discrete choice, 
credit rationing and uncertainty. Deaton and Muellbauer were prescient in 
introducing readers to the relevance of these topics—which preoccupied eco-
nomic research in the following decades—and to tools to allow them to be 
addressed with better integration of theory and empirical practice.

A particular achievement of the book was highlighting the contributions 
and shortcomings of the then prevailing representative agent and perfect mar-
kets version of the life-cycle/permanent income hypothesis (LCH/PIH). At 
the micro-level, the book documented how empirical tests of the basic tenets 
of the theory were rejected using this framework. Deaton and Muellbauer 
pointed to the need to incorporate credit constraints, heterogeneity in prefer-
ences, and uncertainty into an LCH/PIH framework in order to better recon-
cile micro-theory with empirical evidence. In so doing, their book helped 
many in the economics profession (especially those of us in graduate school) 
to make sense of the implications of research on imperfect information and 
financial frictions unfolding in the following decades.11

3.4  Evolution Towards Macroeconomics

In the 1970s, partly in response to the high unemployment rates of the period, 
much work was done on the macroeconomics of “disequilibrium” or “fixed- 
price” macro, for example, in the excess supply/excess demand regime- 
switching models of Barro and Grossman (1971), Drèze (1975, 1987) and 
Malinvaud (1977). Muellbauer and Portes (1978a, b) introduced an element 
of forward-looking behaviour, previously missing, into these models 

10 This balance of theory and practice reflects the tremendous influence of Stone and the “British empiri-
cal tradition”.
11 This integration of the micro and macro aspects of consumption also marked the early stages of how 
Muellbauer’s research focus shifted from microeconomics to macroeconomics.
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illustrated with an attractive diagrammatic apparatus. Muellbauer and Winter 
(1980), in an empirical application of the ideas to UK manufacturing employ-
ment, relaxed the closed economy assumption found in many models, and 
the assumption that the entire economy was in one given regime. The fixed- 
price approach later fell out of favour with the profession as it lacked convinc-
ing explanations of pricing, the economics of labour market search and how 
agents’ expectations were formed.

3.5  Productivity Growth, Labour 
and Capacity Utilisation

Following Thatcher’s rise to power in 1979, enormous changes took place in 
the UK economy. Dramatic financial liberalisation sowed the seeds of the 
later consumption and house price boom, tough economic measures were 
enacted to lower inflation, and, together with reforms of labour market regu-
lation, these changes eventually destroyed the power of the trade unions. 
From 1979 to 1986, around a third of employment in UK manufacturing 
disappeared. Some—in particular the government—claimed a revolution had 
begun in productivity growth. To assess such claims, Mendis and Muellbauer 
(1984) and Muellbauer (1986, 1990) examined evidence on productivity 
growth in UK manufacturing accounting for hard-to-measure changes in 
labour and capacity utilisation, and measurement problems in value-added.12 
Assuming a stable distribution of actual hours around normal hours, the 
authors derived the mean of actual hours relevant for measuring productivity 
from the observed upper tail, which produced convincing results. Part of the 
productivity gain in UK manufacturing was genuine, but output per head 
substantially overestimated the gains. Thus, measured productivity growth 
proved sensitive to controlling for utilisation rates. In his critical assessment of 
real business cycle models, Muellbauer (1997) suggested that the pro-cyclical 
movement of supposed “productivity shocks” driving such models was largely 
due to mismeasurement—from omitting variation in utilisation rates.

3.6  Explaining Aggregate Consumption…

In the 1980s, John’s research interests shifted to the macroeconomics of con-
sumption and the role of the open economy, building on his microeconomic 

12 Labour hoarding is hard to measure as paid-for hours and actual hours of work can diverge. Paid-for 
overtime is a good indicator of the upper tail of the distribution of actual hours.
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work on consumption and aggregation. This occurred against a backdrop of 
large macroeconomic and exchange rate cycles in the UK. Hall (1978), in his 
landmark paper on the implications of the LCH/PIH model of consumption 
under rational expectations and the absence of credit constraints, showed that 
the intertemporal optimality condition, the Euler equation, implied that the 
growth rate of consumption should be unpredictable.13 Muellbauer (1983) 
tested this consumption model on UK data and rejected Hall’s hypothesis. 
After accounting for a structural break associated with the shift from fixed to 
flexible exchange rates in 1971, he found instead that important marginal 
information about consumption was contained in lagged consumption and 
lags in income. The rejection could not be attributed to either time variation 
in the real interest rate or to violations of the perfect credit markets assump-
tion in the form of shifts in the proportion of credit-constrained households. 
This led John to suspect that other factors, such as household balance sheets, 
were involved; a more complete specification of a consumption function was 
necessary to be consistent with aggregate time-series data.

In a related paper, Muellbauer (1988) investigated whether habit formation 
in consumption could explain why consumption was sensitive to past lags of 
income in the presence of lagged consumption. Habit describes the notion 
that the utility from consumption in a period depends to a significant extent 
on consumption levels in surrounding periods. He tested two forms of habit 
formation, one he dubbed rational and the other, myopic, and found evi-
dence supporting the latter. This inspired John to work further on modelling 
consumption allowing for lagged adjustment towards target or equilibrium 
consumption and to apply equilibrium- or error-correction models of time- 
series consumption, in extensions of the Davidson et al. (1978) equilibrium 
correction model for consumption.

3.7  …Then to Both Housing and Consumption

John was amongst the very first economists to analyse how housing booms 
and busts could influence consumption and to consider wider interactions 
between housing and the economy, for example, labour markets and migra-
tion. His work was influenced by the large swings in UK house prices during 
the 1970s and 1980s. In a paper on why the UK personal sector saving rate 
had collapsed, Muellbauer and Murphy (1989) proposed a consumption 
function incorporating many of the elements of the “credit-augmented 

13 Hence, consumption follows a so-called Martingale process.
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consumption function” of John’s later work with various co-authors. In an 
equilibrium correction framework, the long-run solution for the log of non- 
durable consumption was specified as a function of the log of non-property 
income, the log of the relative price of non-durables and durables, and ratios 
to income of liquid assets, debt and illiquid assets, sometimes split into hous-
ing and financial assets. The model controlled for interest rates, demography 
and a proxy for income uncertainty. Crucially, tests overwhelmingly rejected 
the restriction that household wealth portfolios could be summarised in a 
single net worth statistic. Interaction effects also proved highly significant, 
either with illiquid assets or with housing wealth, each with an increasing 
ogive dummy representing financial liberalisation (zero up to 1981 then ris-
ing to 0.95 in 1988). The results indicated that financial liberalisation made 
illiquid assets, and especially housing, far more spendable. Drawing on these 
findings, Muellbauer and Murphy (1990) explained how an increased ability 
of households to borrow against rising home equity could make consumption 
highly vulnerable to booms and busts in house prices, especially in an open 
economy where capital inflows could indirectly bolster mortgage-equity with-
drawal (MEW). Subsequently, David Miles, a doctoral student of John’s and 
former member of the Bank of England’s Monetary Policy Committee, devel-
oped this insight (see Miles 1992).

A comprehensive survey paper on consumption by Muellbauer and 
Lattimore (1995) proposed consumption functions that allowed for sluggish 
adjustment and controlled for real interest rates, uncertainty, expected future 
income growth, wealth and housing wealth interacted with credit conditions. 
By including liquidity, credit constraints, uncertainty and expectations effects, 
they incorporated insights not only from Hall (1978), but also from Deaton 
(1991) and Carroll (1992) on buffer-stock saving, and the literature on credit 
constraints associated with Akerlof, Jaffee, Stiglitz and Weiss. This survey 
paper influenced the consumption function adopted in the large Federal 
Reserve FRB-US model introduced in 1996,14 although the model unfortu-
nately did not build in the recommended credit channel influences or wealth 
disaggregation.

The common practice in the empirical literature on consumption is still to 
aggregate all forms of household financial and housing assets minus all debt 
into one wealth variable, namely net worth. Muellbauer and Lattimore 
(1995), as did Muellbauer and Murphy (1989), noted that using total net 

14 For example, FRB-US used the recommended wealth to income form of wealth effects, which gives a 
far better approximation than the commonly used log wealth formulations and a high discount rate to 
formulate permanent income given the perceived riskiness of income.
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worth ignores substantial costs to households if they fail to meet debt obliga-
tions, a risk leading many households in practice to put greater (negative) 
weight on a unit of debt than on a unit of gross assets. Disaggregating net 
worth at least into liquid assets minus debt, illiquid assets (such as pension 
wealth) and housing wealth reflects differences in the marginal propensities to 
consume of these different components. Another argument for separating out 
housing wealth is that housing is both a consumption good and an asset, and 
intertemporal choice theory then implies that it should be treated differently 
from financial wealth. This research was a precursor to the studies of Mian 
et al. (2013) and Mian and Sufi (2018) on the US consumption boom and 
bust of the mid-2000s to early 2010s.

The related question of what determines house prices was studied by 
Muellbauer and Murphy (1997). They inverted the demand for housing ser-
vices, as in Poterba’s (1984) classic house price model, and found that easier 
mortgage credit conditions—in the presence of controls for real interest rates 
and expected income—bolstered house prices. The first time the inverse 
demand approach was applied to spatial house price determination was in 
Cameron et al. (2006a), which explained variations in regional house prices 
with a system of inverted demand equations. Prices in each region depend not 
just on same-region incomes and housing stocks, but also on those of other 
regions. Consequently, there are cross-regional spillover or “ripple” effects of 
house price changes. An implication of this spatial analysis is that where addi-
tional housing is constructed, it may have a substantial effect on national 
house prices. Muellbauer (2019c) applied these ideas to a model of Parisian 
house prices: as in London, prices in Paris proved to be more sensitive to 
interest rates and credit conditions than elsewhere in the country.

An innovative feature of John’s research has been his emphasis on the 
important double role for credit conditions in influencing both house prices 
and consumption, partly via the collateral role of housing wealth (e.g. bor-
rowing against housing equity can contribute to swings in consumption across 
housing price booms and busts). In much of his research on housing and 
consumption, John has tried account for changing credit conditions by 
improving measures of difficult-to-observe credit availability. Beginning with 
a 2000 working paper, published in revised and updated form as Aron and 
Muellbauer (2013a), a technique of extracting a measure of credit conditions 
as a latent variable common to several equations was developed. This first 
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application was to two equations for consumption and household debt in 
South Africa.15

Fernandez-Corugedo and Muellbauer (2006) used the latent variable 
method in a 10-equation system for aggregate debt and proportions of mort-
gage loans in high loan-to-value and high loan-to-income tranches to extract 
a mortgage credit conditions index for the UK. Duca and Muellbauer (2014) 
christened the technique, “latent interactive variable equation system” 
(LIVES), since the interaction of credit conditions with housing wealth or the 
house price-to-income ratio is a crucial feature of the credit channel. Applying 
the method to the US, they showed that the interaction of the fall in house 
prices and the contraction of credit after 2007 explained the sharp fall in con-
sumption relative to income. More generally, their paper emphasised the 
importance of household balance sheets. Consistent with Brainard and Tobin’s 
(1968) vision of integrating finance and monetary policy into macro-models, 
and to incorporate a more modern Bernanke-Gertler-Gilchrist type of house-
hold financial accelerator, they explained methods for endogenising house-
hold balance sheets in plausible and tractable ways.

Cognizant of the heterogeneity in financial regulations and development 
across economies, Muellbauer and his collaborators have applied the LIVES 
method to several other countries, including Australia (Muellbauer and 
Williams 2012), Canada (Muellbauer et  al. 2015), Germany (Geiger et  al. 
2016) and France (Chauvin and Muellbauer 2018). For most countries, 
Muellbauer and his co-authors used a spline approach16 to estimate the time 
variation in the effect of non-price terms of both mortgage and consumer 
(non-real estate-secured) credit on consumption. The inclusion of credit con-
ditions through the LIVES methodology in aggregate, time-series models of 
consumption addresses an omitted variable bias found in conventional mod-
els of consumption. For most countries, this notably improves model fit and 
raises the speed of adjustment of actual to equilibrium consumption levels 
from implausibly slow to more plausible. Japan and Germany are exceptions 
since credit conditions for households underwent little change in Japan and 
only moderate changes in Germany.

In his 2007 Jackson Hole Symposium article, John warned of the downside 
risk that the housing-fuelled US consumption boom of the mid-2000s would 
unwind in a bust. In a study of the US, the UK and Japan, Aron et al. (2012), 

15 The time lapse before publication was due to the construction of a set of time-series estimates of house-
hold balance sheets for South Africa, the first for an emerging market economy (see Aron and Muellbauer 
2006; Aron et al. 2008).
16 In Duca et  al. (2012), they instead used the Kalman filter to measure the latent variable in a two- 
equation model for consumption and mortgage refinancing.
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Muellbauer and co-authors show how credit-augmented, generalised con-
sumption models outperform the “barebones” LCH/PIH models in those 
countries experiencing substantial financial liberalisation or substantial inno-
vations in lending, by controlling for critical time-variation in credit con-
straints, uncertainty and the composition of disaggregated household wealth 
and debt. The mortgage-equity channel is not uniform, ranging from large 
impacts in the financially liberalised UK and US, to small, negative impacts 
in Japan, with onerous down-payment requirements for a mortgage and with-
out the possibility of borrowing against housing equity. The impact of a hous-
ing bust for the macroeconomy and for financial stability thus critically 
depends on the architecture of credit markets and the type of shocks experi-
enced. Moreover, the effect of housing wealth on consumption is largely a 
collateral effect, consistent with much micro-evidence.

Differences in the structure of household balance sheets and in the inter-
temporal elasticity of substitution can affect the magnitude and even the sign 
of the direct impact of real interest rates on consumption. In Japan, house-
hold bank and saving deposits were huge, while debt levels were relatively low 
and relatively few households owned equities. A fall in real interest rates then 
reduced the consumption of pensioners and those saving for retirement by 
more than it increased the consumption of debtors. Thus, monetary policy in 
Japan is likely to be much less effective than in the UK or the US. This paper 
was awarded the Kendrick Prize for the best macroeconomic paper in the 
Review of Income and Wealth in 2012 and 2013.

In countries with more complete data, Muellbauer and his co-authors were 
able to develop measures specific to mortgage availability. For the UK and the 
US, loan-to-value ratios were constructed for first-time homebuyers—the 
marginal homebuyers in most countries—whose housing wealth, unlike that 
of previous owners, is not directly affected by earlier capital gains or losses on 
housing. Incorporating such measures greatly improves house price models 
for countries where mortgage constraints have notably varied, as in the UK 
and the US (see Duca et al. 2011, 2016).

3.8  Housing and the Regional Economy

In the 1990s, John became interested in links between housing and the wider 
economy. Cameron and Muellbauer (1998) studied regional migration and 
commuting in the UK, revealing multiple influences of the housing market. 
Earlier research ignoring the role of housing had shown remarkably small 
effects of earnings and unemployment differentials on migration in the 
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UK. However, when the effect of housing cost differentials and expectations 
of relative house price appreciation were included, relative unemployment 
rates and real earnings became far more relevant for migration.17

Cameron and Muellbauer (2001) examined the determination of UK 
regional unemployment and earnings differentials, revealing the heterogeneous 
influence of house prices on different types of employment. This threw doubt 
on the view that higher owner-occupation is a major cause of higher unemploy-
ment, as suggested by Blanchflower and Oswald (2013). Papers by Cameron 
et al. (2006a, b) became key inputs into the then British government’s “Housing 
Affordability Study”. The main elements of a general equilibrium model were 
assembled so that, for example, the impact of earnings growth on regional hous-
ing affordability could be simulated, taking account of feedbacks via migration 
and commuting. This work could form the basis of a model of “regional evolu-
tions” for the UK (i.e. how regions evolve economically and interact with each 
other and the national economy), which Blanchard and Katz, in a famous 1992 
paper, had suggested needed to be analysed in a general equilibrium system. 
Sadly, Gavin Cameron, a sufferer from cystic fibrosis, died in 2007. In 2008, 
Muellbauer and Murphy guest-edited an issue of the Oxford Review of Economic 
Policy on “Housing and the Economy”, contributing a detailed assessment that 
surveyed the many interactions between housing and the economy.

3.9  Financial Stability and Macroprudential Policy

John’s work on the impact of financial liberalisation on consumption and 
housing inspired his contributions to the literature on financial stability and 
macroprudential policy. He has emphasised the need for better models of 
macro-financial linkages (see Duca et  al. 2010, forthcoming; Muellbauer 
2010; Duca and Muellbauer 2014; Hendry and Muellbauer 2018; Muellbauer 
2018a; Aron et al. 2019a). In a paper for the BIS,18 critical of the conven-
tional wisdom, Muellbauer (2010) noted that in dynamic stochastic general 
equilibrium (DSGE) models without financial frictions, asset prices act merely 
as a proxy for income growth expectations, with no causal role. His UK aggre-
gate consumption evidence strongly contradicts this finding, for all possible 
discount rates, and both for a perfect foresight and an empirical rational 
expectations approach to measuring income expectations. By contrast, his 

17 These findings were confirmed in Cameron et al. (2006b) which examined gross as well as net migra-
tion flows.
18 Given at its Eighth Annual Conference in 2009 on “Financial System and Macroeconomic Resilience: 
Revisited”.
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“credit-augmented consumption function” explains the data well. The BIS 
paper reported new evidence on the striking rejection on aggregate data of the 
consumption Euler equation central to all DSGE models; it showed that UK 
micro-evidence on households in different age groups is consistent with the 
generalised consumption model. The limitations of newer DSGE models 
with financial frictions and housing, and the business cycle implications of 
amplification mechanisms and non-linearities operating via households and 
residential construction, were explained. The paper then suggested economet-
ric methodology appropriate for designing better evidence-based central bank 
policy models. Hendry and Muellbauer (2018) reiterated these themes, also 
addressing the failure of rational expectations in the presence of structural 
breaks. In a detailed analysis of models at the Bank of England, they explained 
how the Bank’s DSGE-based empirical models had failed before, during and 
after the global financial crisis.

Since the financial crisis, there has been an explosion of research into hous-
ing markets. In a comprehensive review of the literature and policy implica-
tions of international house price cycles, Duca et  al. (forthcoming) discuss 
within financial sector contagion and amplification, the transmission mecha-
nism to the real economy, and feedback loops from the real economy back to 
the financial sector. These features link with recent developments in macro-
prudential policy and risk monitoring. They find the real estate and financial 
crisis affected the US economy not only by hurting residential construction 
and consumption (via MEW), but also by impairing the functionality of 
finance from both financial intermediaries (indirect finance) and securities 
markets (direct—and ultimately indirect finance). A holistic approach should 
understand the supply side of housing markets and how institutional differ-
ences in supply as well as in credit market structures influence outcomes. It is 
imperative for policy makers and the economics profession to address critical 
gaps in data, on general and mortgage credit standards, as well as measures of 
the housing stock and the land component of house prices. Omission of such 
factors often leads researchers to draw misleading conclusions from simplistic 
housing models, for example, on whether house prices are overvalued (see 
Muellbauer 2012), important for assessing risks to financial stability.

Emphasis on the importance of institutional differences and the need to 
avoid “one-size-fits-all” thinking is an ever-present theme in John’s research. 
The macro implications of Anglo-German housing and credit market differ-
ences (see Muellbauer 1992) was an important reason why Maclennan et al. 
(1998) argued strongly that the UK did not meet the criteria for a common 
currency area with major Continental European economies and, hence, did 
not belong in the Eurozone. In Muellbauer (2018b), he draws on the same 
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cross-country comparisons for ideas to solve the UK housing affordability 
problem, which has had unfortunate implications for cross-sectional and 
intergenerational inequality.

3.10  Inflation

In Aron and Muellbauer (2013b), the authors demonstrate that conceiving of 
inflation as a process of adjustment of relative prices could improve policy 
makers’ forecasts. Given differences in underlying market conditions, market 
prices do not move in lockstep, with some prices adjusting with lags to differ-
ent domestic conditions, including labour costs, house prices and interna-
tional influences. By setting out an equilibrium correction model for the price 
level, an approach pioneered by Sargan (1964), Aron and Muellbauer are bet-
ter able to model and forecast the time series of US inflation.19 An application 
to an emerging market country of similar ideas showed how disaggregated 
components can additionally improve forecasting accuracy (see Aron and 
Muellbauer 2012).

As with the bulk of John’s research, this inflation analysis nicely blends the 
need to address aggregation and measurement issues with those of developing 
estimable and robust empirical specifications that are flexible enough to 
account for several important drivers and for variation in the speed at which 
the prices of different categories of items adjust towards their equilibrium 
paths. International influences on the price level and hence on inflation were 
the theme of Aron et al. (2014b), an analytical survey of the exchange rate 
pass-through literature with special reference to emerging market countries.

4  Conclusion

John Muellbauer’s accomplishments in economics are noteworthy in terms of 
both their depth and their breadth. Few economists have contributed signifi-
cantly both to micro- and macroeconomics, as well as to theory and empirical 
analysis. The range of the topics and debates he has engaged in are exception-
ally varied. Another rare quality has been his ability to address both academic 
questions and related policy debates—with a knack for spotting large macro-
economic imbalances before they were widely acknowledged, even in policy 
circles. John has also had the courage and persistence to address unfashionable 

19 In Muellbauer (2018a), he returned to this theme from a post-crisis perspective, suggesting that chang-
ing firm concentration in the US was another driver of the long-run price level.
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subjects over decades both in academia and in policy, eschewing a rational 
expectations and efficient markets outlook that ignored the role of institu-
tions such as credit and housing market architecture. Since the global finan-
cial crisis, his contribution has been increasingly recognised. Also exceptional 
is that John’s empirical analyses span many diverse countries, including both 
advanced and emerging market economies. The applicability of his micro- 
frameworks, housing and consumption models, and his macroprudential 
policy insights, ensure that his body of work will long continue to benefit 
both the economics profession and policy makers.
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27
Paul Collier (1949–)

David Fielding

1  Early Life

The values that shape Sir Paul Collier’s work were formed at an early age. The 
son of a pork butcher, he grew up in working-class Sheffield as its traditional 
industries began to decline, studying at the local State grammar school but 
also working in his parents’ shop. (Economic policy making is often com-
pared to the making of sausages, but he is perhaps the only person in the 
world who is professionally qualified to comment on this comparison.) He 
grew up in the impoverished deindustrialising north of England, but the 
grammar school system provided him with an education that would lead to a 
professional life engaged with the causes of poverty.

After completing school, Paul won a place at Trinity College, Oxford, but 
the beginning of his university education in 1967 was not entirely auspicious. 
He was enrolled to read Law, a subject that he soon found to be entirely 
unsuitable for him, and his college was comprised almost entirely of boys 
from elite private schools, who were not always entirely welcoming to butch-
er’s boys. Fortunately, there was little in the way of formal administrative 
structure at Oxford, so the tutors at Trinity accepted without question his 
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decision to switch from Law to Philosophy, Politics and Economics (PPE) in 
his first term.

Equally fortunately, Paul met Keith Griffin, the Oxford don who intro-
duced him to development economics. Oxford already had an established 
group of researchers working on the economics of South Asia, but there was 
very little research on Africa. Under Keith’s supervision, Paul worked on his 
first piece of development economics research: a study on Malawi, written for 
an undergraduate essay prize. This led to an interview with Patrick Minford 
for a position in Malawi funded by the Overseas Development Administration, 
the precursor to the Department for International Development. The inter-
view was successful, but Paul was prevented from taking up the position by a 
decline in his father’s health: his first graduate position was back in the butch-
er’s shop.

2  Doctoral Research

Eventually, Paul returned to Oxford for postgraduate study at Nuffield 
College. The subject of his doctoral thesis (the economics of customs unions, 
supervised by Max Corden) was motivated not by a passion for the theory of 
international trade, but by a perception that at that time, only a “mainstream” 
economics postgraduate education would give him the intellectual tools 
needed for a career in development economics. The thesis led to two publica-
tions highlighting the importance of the way in which commodities are aggre-
gated in theoretical models of customs union formation (see Collier 1979a, 
1985). These papers are purely theoretical and strictly neoclassical: they intro-
duce extra layers of complexity into the standard analysis of customs unions 
originally developed by Viner (1950) and Lipsey (1957), but do not stray 
beyond the boundaries of standard trade theory with perfectly competitive 
markets. In the original Vinerian theory, which was based on a model with 
two commodities (“imports” and “exports”), calculation of the welfare effects 
of customs union formation was based on the concepts of “trade creation” and 
“trade diversion”. Begin with a world in which each country is imposing tar-
iffs on imports from the others. If two of the countries form a customs union, 
then there are aggregate welfare gains from the increased trade between them 
that follows from the abolition of intra-union tariffs. However, the customs 
union also creates a wedge between the consumer price of imports from inside 
the union relative to those from outside and the relative producer price. As a 
consequence, importers may switch from a low-cost producer outside the 
union to a high-cost producer inside the union, and this entails a welfare loss.
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Paul’s main contribution was to extend the analysis to a case of more than 
two commodities, making it possible to analyse the reallocation of resources 
(and of consumption) not just between imports and exports, but also between 
different types of import, and between different types of export. In this case, 
the traditional categories of trade creation and trade diversion become redun-
dant, and the aggregate welfare effects of customs union formation depend on 
the elasticities of production and consumption between different types of 
import (and export), not just imports as a whole and exports as a whole. The 
analysis of customs union formation demonstrates Paul’s ability as an eco-
nomic theorist, but it does not reflect the interests apparent in his later work. 
For example, there is no analysis of the effect of customs union formation on 
income distribution or poverty through Stolper-Samuelson effects.

3  Labour Markets, Natural Resources 
and Poverty in East Africa

On completion of his thesis in 1976, Paul was appointed to a University 
Lectureship and a Fellowship at Keble College, where he tutored a number of 
future academic economists, most notably Tim Besley. His research at Keble 
might have seemed at first to be completely unrelated to his doctoral work. 
He was commissioned to write a World Bank report on labour markets and 
poverty in Tanzania. This provided his first experience of fieldwork in Africa, 
and his first opportunity to conduct applied economics research, using house-
hold survey data at a time when such data were still unfashionable. The 
Tanzanian study was followed by a similar commission in Kenya, this time 
with Deepak Lal, and a study of Dutch Disease in Nigeria funded by the 
International Labour Organisation. In fact, the academic publications that 
resulted from this work (Labour and Poverty in Rural Tanzania (Collier et al. 
1986), which won the Edgar Graham Prize, and Labour and Poverty in Kenya, 
1900–1980 (Collier and Lal 1986)) were very much connected to interna-
tional trade theory, stressing the importance of location and capability-based 
comparative advantage in explaining economic outcomes. The insight that 
theory explaining variation in the wealth of nations can be applied at a differ-
ent scale, in order to explain variation in the wealth of peasant farmers, is 
important to the broader discipline, not just to development economics.1

1 During this period of Paul’s career, he also collaborated with Colin Mayer, although their research was 
not directly connected to Paul’s other work. One of their papers anticipates Oxford’s current trials with 
regard to undergraduate admission procedures by modelling the determinates of admission into the PPE 
programme in 1978. One remarkable feature of their results is the high degree of discrimination against 
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Despite the many differences between the studies of Kenya and Tanzania 
and the earlier work on customs unions, there are some similarities in the style 
of the economic analysis. In both cases, existing theory was extended by the 
addition of more moving parts, and this sometimes led to radically different 
policy conclusions. One example is the study of migration and unemploy-
ment in Tanzania (see Collier 1979b). The starting point for the analysis is the 
Harris-Todaro model, in which a persistent gap between urban formal-sector 
wages and rural wages creates an incentive for rural workers to migrate to cit-
ies in order to look for work (see Harris and Todaro 1970). In equilibrium, 
there is a pool of urban workers who are either unemployed or underem-
ployed in the informal sector, but the prospect of high-wage formal-sector 
employment keeps them from returning home to work. In such a world, a 
government policy that expands the urban formal sector will also increase the 
number of people who chose to migrate and are unemployed or work in the 
informal sector. Paul extended the model by making explicit the distinction 
between unemployment and informal sector employment, and by allowing 
for a heterogeneous labour force, distinguished by characteristics, such as edu-
cation, that affect their ability to migrate. In the extended model, an expan-
sion of the formal sector can induce a more-than-proportional increase in the 
reservation wage of migrants, and therefore a net fall in the total number of 
people who are unemployed or in the informal sector. Analysis of evidence 
from Tanzania between 1969 and 1975 indicates that the expansion of the 
formal sector did indeed tend to depress the total number of unemployed and 
informally employed migrants.

The work on Kenya and Tanzania also included one of the first serious 
studies of the dynamics of African income distribution (see Collier and Lal 
1984). This study showed that remittances from urban migrants to their rural 
families tended to mitigate rural income inequality. Remittances and other 
sources of non-farm income were particularly important as a source of funds 
for investment, given the absence of credit markets for small farmers. Here, in 
Kenya and Tanzania, the work showed an acute awareness of the ways in 
which individual markets and government policies had failed (see also Collier 
1983), but the analysis of radical State failure that was to be so important in 
later work was still far over the horizon.

The research in Kenya and Tanzania was conducted during the middle of 
the coffee boom in the late 1970s. Coffee is the countries’ main cash crop, and 

older applicants, which seems to have escaped media attention. The other paper critiques the 1989 World 
Bank World Development Report and its policy recommendations with regard to financial liberalisation 
(see Collier and Mayer 1986, 1989).
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a steep rise in world prices led to a large increase in coffee revenue, at least 
some of which made its way into the hands of peasant farmers. The visible 
consequences of the boom, such as more bicycles on the street and better 
quality rooves, stimulated Paul’s interest in the way in which economic policy 
might enhance or detract from the potential benefits of such a windfall. The 
offer of World Bank funding for further fieldwork in Kenya and Tanzania 
prompted him to make a career-changing decision. He resigned his Fellowship 
at Keble, which came with substantial undergraduate teaching responsibili-
ties, in order to take up a less well-paid Fellowship at St Antony’s College, 
with no such responsibilities and therefore the freedom to travel to East Africa 
for long periods. Since then, his academic life has been devoted to research, 
engagement with policymakers, and postgraduate education; those under-
graduates who knew him as a tutor and lecturer are all now in their 50s.

A large part of the fieldwork in East Africa involved tracking down official 
government publications that were not available abroad. Detective work and 
a certain amount of arm-twisting were required to locate data that had been 
stored in a single hard copy or tape. The efforts were not always successful—
for example, the 1968 Tanzanian household budget survey had disappeared 
without trace—but the work provided the empirical foundation for two 
monographs co-authored with David Bevan and Jan Gunning, one with a 
microeconomic focus (Peasants and Governments (Bevan et al. 1989)) and one 
with a macroeconomic focus (Controlled Open Economies (Bevan et al. 1994)). 
Using East Africa as a case study, this work explores the consequences of gov-
ernment controls in small open economies that are subject to large exter-
nal shocks.

Peasants and Governments is notable for its use of household panel data: to 
my knowledge, the only other panel dataset in development economics that 
dates back to the 1970s is from India (see Baulch 2011).2 The construction of 
the panel involved locating and interviewing households who had taken part 
in previous government surveys. The method was not perfect—for example, 
there was no way to control for the sample selection bias due to households 
who had migrated and were therefore untraceable—but it is among the earli-
est examples of a research method that has since become ubiquitous in devel-
opment economics. By using panel data, Paul and his colleagues could track 
the response of small farmers to changing economic conditions during the 
coffee boom. Government policy in Kenya differed markedly from that in 
Tanzania, so the study also sheds light on the consequences of different policy 

2 Otherwise, the earliest panel dataset for Africa is the Côte d’Ivoire Living Standards Survey, which began 
in 1985.

27 Paul Collier (1949–) 



678

regimes. In Kenya, the prices of most locally consumed goods were deter-
mined by the market, and although there was a wedge between the farmgate 
coffee price and the international price, the Coffee Board of Kenya, which 
acted as a middleman, passed on most of the international price increase to 
farmers. The panel data evidence indicated that farmers saved most of their 
temporary windfall, demonstrating some degree of forward-looking behav-
iour. Most of the saving was in the form of fixed capital investment (bicycles 
and rooves being two of the most visible examples), but large variations in the 
rates of return to different types of investment suggested the existence of 
information asymmetries or some other type of capital market failure. In 
Tanzania, most prices were controlled and the supply of goods was rationed, 
inhibiting the production of cash crops and delivering outcomes much fur-
ther from the first best than in Kenya.

Controlled Open Economies is among the first substantial empirical studies 
in development macroeconomics that take dynamics seriously, working 
through some of the macroeconomic implications of the results in Peasants 
and Governments. The analysis of Kenya focuses on the macroeconomic con-
sequences of the coffee farmers’ windfall income. As elaborated in Peasants 
and Governments, farmers saved in the form of physical assets, lacking access 
to reliable financial institutions. Much of this physical capital was not inter-
nationally tradeable, so there was a steep rise in the relative price of non- 
tradeable capital goods, in other words, a form of Dutch Disease. The analysis 
of Tanzania focuses on the macroeconomic consequences of the extensive 
price controls there.

The publication of Peasants and Governments and Controlled Open Economies 
coincided with the genesis of the Centre for the Study of African Economies 
at Oxford, which is now arguably the most influential research institute of its 
kind in the world. The Centre began with a small amount of industry funding 
in 1989, obtained through the success of the two monographs, and became 
sustainable with the award of a £2 million Economic and Social Research 
Council Grant over 1991–2001. The Centre owes its existence to Paul’s vision 
and leadership, although the success of its early years was also due to the work 
of David Bevan. Subsequent directors of the Centre have included Jan 
Gunning, Marcel Fafchamps and, most recently, Stefan Dercon, who was one 
of Paul’s first graduate students.
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4  Time at the World Bank

By the end of the millennium, Oxford had finally accepted the idea of aca-
demic promotion, so Paul was now a full professor, with Oxford as his perma-
nent home. His one sustained period away from Oxford was as Research 
Director at the World Bank between 1998 and 2003. He was instrumental in 
the expansion of the Bank’s range of survey datasets, which had previously 
focused almost entirely on households, but which now include surveys of 
firms and public services. His work with Bank colleague David Dollar is one 
of the most influential contributions to the aid effectiveness literature (see 
Collier and Dollar 2002, 2004). This literature arouses the emotions of devel-
opment economists in the same way that climate change arouses the emotions 
of the rest of the world, and consensus has proved hard to achieve. Nevertheless, 
Paul’s work in this field, emphasising the role of recipient government institu-
tional capacity in determining the impact of aid expenditures, was a key factor 
in the World Bank’s movement away from traditional aid conditionality. 
Previous work by Dollar and Craig Burnside, examining the cross-country 
association between per capita GDP growth and aid inflows, had suggested 
that the positive influence of aid on growth was diminished when governance 
in the recipient country (as measured by, for instance, the International 
Country Risk Guide) was poor (see Burnside and Dollar 2000). The Collier- 
Dollar papers examined this relationship in more detail and worked out the 
implications for an international allocation of aid allocation designed to mini-
mise poverty across the globe. Of necessity, this allocation involves channel-
ling aid to countries with a relatively high incidence of poverty and relatively 
good governance, which is good news for Ethiopia but a bleak outlook for the 
Central African Republic. However, this bleakness was to stimulate later 
work, described below.

5  The Economics of Civil Wars

Before moving to Washington, Paul began his research collaboration with 
Anke Hoeffler on the causes and consequences of civil wars. The series of 
papers that they published, beginning in 1998, marks a turning point in Paul’s 
research, with a much greater emphasis on political economy. The focus on 
political economy was the fruit of a long-running conversation with Robert 
Bates, the Harvard political economist whom Paul first met in the late 1980s, 
and whose work concentrates on violence and State failure in Africa (see, for 
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example, Bates 2014). Paul and Anke’s work highlights economic insights 
into civil war combatants’ incentives and constraints, which are used to 
explain the pattern of intra-State conflict observed since the end of the colo-
nial era. It is part of a trend of increasing engagement between development 
economists and political scientists.3 Serendipitously, political scientists such as 
James Fearon, Stathis Kalyvas and Nicholas Sambanis were beginning to take 
an interest in correlates of intra-State conflict at the same time as Paul and 
Anke, and this has led to the creation of a genuinely interdisciplinary field. 
Just as Paul’s earlier work, which applied the methods of mainstream econom-
ics to the problems of resource-poor countries, was part of the re-engagement 
of development economics with the mainstream, so his later work is part of 
the re-engagement of economics with other social sciences, with development 
economics and economic history in the vanguard.

The conceptual framework underpinning Paul and Anke’s initial research 
on civil wars, published in 1998, drew on the work of Herschel Grossman 
(1995) and Jean-Paul Azam (1995). Potential rebels are rational: everything 
else being equal, the probability that they will take up arms is increasing in the 
probability of victory, which is decreasing in the incumbent government’s per 
capita tax-raising powers. These powers are increasing in per capita GDP and 
in the proportion of GDP made up of natural resource revenue. (The produc-
tion of natural resources is geographically concentrated, so the administrative 
costs of taxing it are lower.) However, potential tax revenue is also a prize that 
can incentivise rebels to take more risks, so the effect of per capita GDP and 
the natural resource share on the incidence of civil war is indeterminate a 
priori, and the empirical relationships could be non-monotonic. The main 
innovation in the 1998 paper was the idea that the ability of rebels to co- 
ordinate opposition to the government depends on the ethnic composition of 
the country. With complete ethnic homogeneity, there is no opportunity for 
the rebels to exploit disadvantaged minority groups. On the other hand, if 
there are very many ethnicities, co-operation between different rebellious 
groups is likely to be more difficult to achieve. The relationship between civil 
war incidence and ethnic fractionalisation can therefore be expected to have 
an “inverted-U” shape. Empirical analysis of cross-country panel data sug-
gested not only a non-monotonic relationship between economic conditions 
and civil war incidence, but also the inverted-U relationship with ethnic 
fractionalisation.

3 The other highly influential work of this kind is by Açemoğlu, Johnson and Robinson, although Paul 
and Anke were first off the mark: see Collier and Hoeffler (1998) and Açemoğlu et al. (2001). The better- 
known civil war paper (with over 8,000 citations) is Collier and Hoeffler (2004).
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The better-known 2004 paper is a refinement of the original empirical 
analysis. Ethnic fractionalisation, now interpreted as a correlate of the pro-
pensity for social grievance, is measured in several different ways. This reinter-
pretation of the ethnic fractionalisation measure is conceptually significant. In 
the 1998 paper, all of the theory remained within the bounds of rational 
choice economics, and all of the correlates of civil war were interpreted in 
terms of the economic costs and benefits of belligerence. In the 2004 paper, 
there is an implicit acknowledgement that war is at least partly a function of 
attitudes, and attitudes are shaped by social and political processes. In addi-
tion, the paper allows for alternative sources of grievance, including religious 
fractionalisation, income inequality and inequality in the distribution of land. 
It also includes a more extensive set of correlates of the cost of waging war, 
some of which (e.g. male education rates, a proxy for the reservation wage of 
soldiers) suggest scope for policy interventions to reduce the long-run inci-
dence of conflict.

Hundreds of papers later, this literature is arriving at more nuanced results. 
For instance, ethnic fractionalisation appears to be an important predictor for 
certain types of intra-State conflict but not others (see Hegre and Sambanis 
2006), and while religious fractionalisation was not found to be a significant 
correlate of civil war incidence in early studies, certain types of religious dif-
ference do now appear to be associated with violence (see Basedau et al. 2016). 
Economic theories jostle with political theories in interpretation of the data, 
and reading lists on the subject are correspondingly eclectic. Moreover, as 
highlighted in another early paper by Paul, civil war is itself a cause of poverty, 
and so a vicious circle of conflict and poverty can prevent a country from ever 
developing: in the jargon of development economics, it is a “low-level devel-
opment trap” (see Collier 1999).

6  Fragile States

Paul and Anke’s work on civil wars was the starting point for a broader inves-
tigation into the political economy of different causes of persistent under- 
development. This work, informed by Paul’s former undergraduate student, 
Tim Besley (see, for example, Besley and Persson 2011), aims to account for 
the different underlying causes of State fragility. First, there is a connection 
between the literature on civil wars and the literature on the “natural resource 
curse”.4 Compared with other types of economic activity, mineral production 

4 The resource curse literature is surveyed in Frenkel (2010), Collier and Venables (2010) and Ross (2015).
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tends to be highly geographically concentrated, and intensive in physical 
rather than human capital. Therefore, minerals are highly lootable, creating 
an incentive not only for corruption and criminality, but also for violent con-
flict: war is a continuation of rent-seeking by other means. Evidence for the 
association between the incidence of civil war and mineral dependence appears 
in studies by Paul and Anke and by James Fearon (see Collier and Hoeffler 
2005; Fearon 2005). Such rent-seeking behaviour (along with Dutch Disease, 
as outlined in Controlled Open Economies) leads to disinvestment in other sec-
tors of the economy, and an even greater reliance on minerals: another vicious 
circle. Secondly, Paul’s work with Steve O’Connell has highlighted the par-
ticular challenges facing landlocked resource-poor countries. These countries’ 
international trade connections depend not just on the ability of their mari-
time neighbours to maintain adequate port facilities with good regional road 
and rail connections, but also on the quality of governance in these neigh-
bours, and the absence of roadblocks created by protectionist central govern-
ments or by corrupt local officials. The misery caused by a country’s poor 
governance can easily spread beyond its borders (see Collier and O’Connell 
2007; Collier 2007a).

At this point, Paul’s research might seem to paint a rather depressing pic-
ture: countries that are landlocked, or that have a history of war, or that rely 
heavily on natural resources, can become persistently impoverished and have 
persistently poor government. Under these conditions, on average, foreign aid 
has had very little effect. Paul’s work with Lisa Chauvet does something to 
alleviate this depression by investigating the variation in foreign aid effective-
ness around this mean. Their most striking result is that the effectiveness of 
World Bank aid is highly dependent on the amount of time devoted by Bank 
staff to preparation and supervision. When more time is given, the project is 
much more likely to be successful, and this effect is significantly larger in the 
aftermath of civil conflict. There is also some evidence that aid to build infra-
structure is more likely to succeed than is aid for education. Investment in 
physical capital is a better bet than investment in human capital, although the 
long-run returns to successful human capital investment are likely to be espe-
cially high, if it creates the capacity for countries to provide efficient supervi-
sion of their own. A balanced donor investment portfolio might reasonably 
include some of both (see, for example, Chauvet et al. 2010).

In many of Paul’s contributions over the years, the angel is in the detail. 
Vinerian customs union theory is a fine thing, but it will lead to mistaken 
policy conclusions if its simplistic aggregation of commodities is taken at face 
value. The Harris-Todaro model is equally fine. However, it too will lead poli-
cymakers astray if the aggregation implicit in its characterisation of labour 
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markets is not relaxed. Even more importantly, the finding that aid is rela-
tively ineffective in poor policy environments, on average, is not to be taken 
as a counsel of despair, but rather as a reason to disaggregate aid in poor policy 
environments, in order to discover the correlates of variation around the mean.

7  A Wider Audience

In the last decade or so, Paul has written a number of books aimed at a wider 
audience, including The Bottom Billion (Collier 2007b), which provides an 
overview of his work in political economy, emphasising the importance of 
effective policy to deal with poverty in fragile States. This book won the Lionel 
Gelber, Arthur Ross, Corine, and Estoril Global Issues book prizes. Wars, 
Guns and Votes: Democracy in Dangerous Places (Collier 2009) draws on Paul’s 
work on the causes of civil war, while The Plundered Planet: How to Reconcile 
Prosperity with Nature (Collier 2010) focuses on the challenges of creating 
institutions for the international management of natural resources. Two later 
books represent a decisive rejection of neoclassical economics as an overarch-
ing theory of human society (while retaining a role for neoclassical economics 
in the analysis of specific markets or institutions). Exodus (Collier 2013) 
makes a case for immigration controls, while The Future of Capitalism (Collier 
2018), inspired partly by Colin Mayer’s book Prosperity (Mayer 2018), argues 
for the cultivation of social norms and social institutions that limit the ten-
dency of free markets to generate inequality. To the extent that these norms 
are based on loyalty to geographically defined communities, The Future of 
Capitalism espouses a form of patriotism similar to that advocated by George 
Orwell in The Lion and the Unicorn: Socialism and the English Genius (Orwell 
1982).5 To the extent that inequality has a geographical dimension (with frag-
ile cities in otherwise non-fragile States), the book highlights the importance 
of economic geography and urban planning.

Much of Paul’s most recent academic work connects to the themes in The 
Future of Capitalism. His work in political economy explores the consequences 
for economic development of the evolution of the culture in which social 
norms are embedded. He argues that there is no reason to expect cultural 
evolution to be socially optimal: there is no invisible cultural hand, and equi-
libria embodying the predatory cultures of Gordon Gekko or Mobutu Sese 
Seko are to be expected (see Collier 2017a). Here, there is a suggestion that 

5 Although the S-word is missing from the original title of Paul’s book, the German version is entitled 
Sozialer Kapitalismus.
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cultural development traps can be observed in industrialised countries as well 
as in the global South. A theory of cultural development traps has not yet 
been elaborated in detail, but the model of class formation and identity choice 
in Collier (2020), which builds on Akerlof (2017), may provide a starting 
point. Paul’s work with Tony Venables on economic geography employs the 
tools of neoclassical economic theory to motivate the case for urban planning 
and redistribution (see Collier and Venables 2018). Larger, relatively produc-
tive cities generate bigger economic rents, but the share of rents accruing to 
land in these cities is relatively low (and the share accruing to skilled labour is 
relatively high). Land values understate the rents that have accrued to the most 
prosperous cities: much of the rent appears in the form of high white-collar 
wages. Taxing this rent in order to fund urban development in fragile cities is 
not only egalitarian but also economically efficient. Later papers explore the 
policy consequences of this conceptual framework and its implications for 
development economics (see Collier and Venables 2016, 2017; Collier 2017b).

Although Paul’s five-year stint at the World Bank was his only sustained 
period away from Oxford, he has continued to engage with policy making. 
For example, he led the preparation of the natural resource management and 
corporate tax avoidance sections of the 2013 G8 meeting in the UK, and the 
design of the Compact for Africa (an initiative to attract international busi-
nesses to the continent) at the 2017 G20 meeting in Germany. He currently 
co-directs the Commission on State Fragility, with Tim Besley. In 2008, he 
was awarded a CBE for services to scholarship and development, and in 2014, 
he received a knighthood for services to promoting research and policy change 
in Africa.

8  Conclusion

The development of Paul’s research over the last 50 years reflects some trends 
in economics as a whole (albeit there are enclaves that resist these trends). 
Neoclassical economic theory is no longer ubiquitous, but remains as a tool to 
be used in specific circumstances, and there is an increasing awareness of the 
importance of engaging with (and sometimes provoking) academics from 
other social sciences. The website of Oxford’s Blavatnik School of Government, 
which is Paul’s current academic home, quotes him as saying: ‘Recently, inter-
changes between social psychology and economics have broadened what is 
accepted as rational behaviour. Culture can provide a fresh framework with 
different motivations and other-regarding values—such as esteem, fairness, 
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hatred—and narratives that can influence expected behaviours’ (Collier 
quoted in Blavatnik 2017).

This is not a point of view that could easily have been predicted from Paul’s 
first work on customs unions. It reflects the fact that much of the broadening 
of academic economics over the last 30 years can be traced through the work 
of individual economists: it is an age effect at least as much as a cohort effect. 
The new eclecticism is seen most clearly in Paul’s work with Pedro Vincente 
on intimidation and corruption during African election campaigns. Their 
theoretical work to explain the conditions under which intimidation and cor-
ruption appear has a strongly neoclassical flavour, with rational electoral can-
didates making strategic decisions about the employment of their resources 
on the basis of the expected costs and benefits of different types of electoral 
manipulation (see Collier and Vincente 2012). The applied work which fol-
lows, and which is motivated by a search for practical policies to reduce the 
incidence of electoral manipulation, has a rather different flavour, drawing on 
the experimental methods of behavioural economics to test the effectiveness 
of different policy interventions in Nigeria and Mozambique (see Collier and 
Vincente 2014; Aker et al. 2017).6

Notwithstanding this eclecticism, Paul’s current work is driven by the same 
enthusiasm that motivated his undergraduate essay on Malawi, even if the 
undergraduate’s unbridled optimism about the ability of economics to solve 
the problems of the post-colonial world has disappeared. Last, but not least, 
several generations of graduate students are indebted to him for his thought-
ful support and encouragement. The family tree of his PhD children, grand-
children, great-grandchildren and great-great-grandchildren has not been 
documented, but it is surely extensive.
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28
Anthony J. Venables (1953–)

Gianmarco I. P. Ottaviano

1  Introduction

At the time of writing, Anthony J. Venables (“Tony” hereafter) is still active as 
BP Professor of Economics at Oxford, Fellow of New College and Director of 
the Oxford Centre for the Analysis of Resource-Rich Economies (OxCarre). 
However, while Oxford has featured strongly in his academic life, Tony’s 
career has also been influenced by time spent at other institutions.

Tony hails from Newport, South Wales, now in industrial decline but a 
prosperous steel town in the 1950s and 1960s with maritime traditions dating 
back to the Romans. He was the scion of an upper-middle-class dynasty that 
had run a successful family business for a century from the 1870s to the 
1970s. The founder, John Cashmore, had realised that the tidal reach of the 
River Usk was ideal for ship scrapping as large vessels could easily navigate 
upstream. By 1937, his firm had become a major employer in the area, han-
dling iron and steel, dealing with new and rebuilt machinery, works disman-
tling and ship-breaking. “Everything Iron and Steel” became its logo. Apart 
from its strong tidal waters, Newport had other advantages, from business 
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expertise in coal exporting to the spin-offs of maritime trade. The adoption of 
modern working practices and new technology in metal cutting also helped. 
The firm had several competitors in the UK, but only a few were of a compa-
rable size. What Cashmore seems to have feared more was foreign competi-
tion, describing ‘busy, keen and happy workers doing their best to retain in 
this country a business that is threatened and attacked by continental compe-
tition’ (Cashmore quoted in Dyer 2011). It was indeed foreign competition 
that ended the ship-breaking business in the 1970s, albeit not as a result of 
competition from Continental Europe: today the largest ship-breaking yards 
are in the Far East.

While Newport was declining, Tony’s mind was elsewhere. He went to 
boarding school in Bath, taking mathematics, history and economics as spe-
cialisms. It was the late 1960s, so everybody Tony’s age thought they would 
change the world. Tony was no exception and remembers being really excited 
by the book written by Jagdish Bhagwati on the economics of underdeveloped 
countries (see Bhagwati 1966). In 1969, he was offered admission to 
Cambridge University when he was still only 16 but took it up when 18 after 
a “gap year” teaching in Botswana. Looking back, Tony is not sure that 
Newport influenced him much. However, as we will see, there are surprising 
coincidences between Tony’s home town, local family business and his research 
interests.

By 1974, Tony had been awarded his BA in Economics at Clare College, 
Cambridge, and was ready to start graduate studies at Oxford, where he first 
obtained his BPhil (now called MPhil) in Economics at St Antony’s College 
in 1976 and then his DPhil in Economics at Worcester College in 1984. 
There were two main influences during this period. The first was college life. 
Tony was at St Antony’s: nomen est omen, or rather simply the result of hav-
ing ‘been advised while at Cambridge that Nuffield was too dull!’ (private 
correspondence). At that time, St Antony’s was an extremely lively place for 
political argument (and it seems good parties, too). The second influence was 
Hywel Jones, his main MPhil supervisor for core teaching. Jones was an excel-
lent communicator, with whom Tony used to go drinking and talking eco-
nomics one evening a week along with other young fellows, such as Nicholas 
Crafts and Robert Eastwood. Jones had just finished writing an introduction 
to modern theories of economic growth (see Jones 1976) and introduced 
Tony to the Oxford grandees James Mirrlees (Nobel Prize winner in 1996) 
and Joseph Stiglitz (Nobel Prize in 2001).

Mirrlees became the sole supervisor of Tony’s BPhil thesis on “The Impact 
of Technical Progress on Less Developed Economies: A Theoretical 
Reappraisal”, which remained unpublished and contained an application of 
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optimal control methods. Of those days, Tony remembers how Mirrlees ‘set 
demanding standards and taught rigour’ (private correspondence), while 
interactions with Stiglitz were more informal. Tony had an office opposite 
Stiglitz’s in the Institute of Economics and Statistics, and it was Stiglitz who 
triggered Tony’s early work on imperfect competition. In Tony’s words: ‘Joe 
was of course inspirational in his unique way’ (ibid.). Mirrlees and Stiglitz got 
Tony into economics: up to then, he had planned to become ‘Secretary 
General of the UN, not an academic’ (ibid.). Nonetheless, according to Tony, 
he did not really learn to write academic papers until the year he spent at the 
University of British Columbia in 1982–1983. There he had rich interactions 
with Charles Blackorby, William Schworm, David Donaldson as well as with 
Margaret Slade and Ashok Kotwal. In particular, Tony spent quite some time 
trying to persuade Blackorby and Schworm that much of the complicated 
aggregation analysis they were working on at the time was just an application 
of factor price equalisation. He eventually managed to win them over, as 
shown by Blackorby et al. (1993).

In 1984, Tony was appointed Research Fellow of the Centre for Economic 
Policy Research (CEPR), a pan-European research network set up that year in 
the image of the US National Bureau of Economic Research (NBER). Ten 
years later, Tony would become Co-Director with Richard Baldwin of the 
CEPR’s International Trade Programme, and eventually one of its Trustees in 
2013. As for many a young scholar in Europe since 1984, Tony’s involvement 
in the CEPR’s activities at an early stage of his career was fundamental to him 
getting international exposure. Especially at that time, young faculty did not 
have research grants or developed networks of contacts. Being part of the 
CEPR allowed him to meet renowned scholars, some of whom eventually 
became regular co-authors, such as Richard Baldwin, Paul Krugman, James 
Markusen, Victor Norman and Alasdair Smith. It was from Norman in par-
ticular that Tony learnt international trade theory, sharing with him the Yrjo ̈ 
Jahnsson Lectures on the same subject in 1989. They also started writing a 
textbook together that, while still unpublished, greatly benefited Tony’s grad-
uate students at LSE, where Tony was Professor of International Economics 
and Director of the Globalization Programme at the Centre for Economic 
Performance (CEP) from 1992 to 2007, and also at the University of 
Southampton, where he had been Eric Roll Professor of Economic Policy 
from 1988 to 1992, following previous appointments as Lecturer in Economics 
at the University of Essex (1978–1979) and the University of Sussex 
(1979–1988).

Interactions within the CEPR had a strong positive influence on Tony’s 
penchant for topical policy analysis. At the turn of the century, Tony’s deep 
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interest in policy-relevant issues and commitment to economic development 
motivated his appointments first as research manager in the World Bank’s 
Development Research Group (DECRG) from 1998 to 1999 and then as 
Chief Economist in the UK’s Department for International Development 
(DFID) from 2005 to 2008. His activity at the World Bank overlapped with 
his old mentor Stiglitz’s momentous term as Senior Vice President for devel-
opment policy and Chief Economist.

After DFID, it was time for Tony to return to Oxford, where he remains. 
It is at Oxford that the different threads of his research have been woven 
together in studies on natural resources and development patterns through an 
eclectic mix of trade, development, urban and resources economics, as well as 
new collaborations with Frederick van der Ploeg, the Research Director of 
OxCarre, and Paul Collier of the Centre for the Study of African 
Economies (CSAE).

In what follows, I will discuss Tony’s contributions to economics, 
organising them along three broad themes: international trade (Section 2), 
economic geography (Section 3) and economic development (Section 4). 
Section 5 will conclude.

2  International Trade1

The Nobel Prize in Economics has been awarded to scholars in international 
trade twice, in 1977 to James Meade and Bertil Ohlin jointly, and in 2008 to 
Paul Krugman. Tony’s work on the subject starts from where Ohlin and 
Meade ended and has been instrumental to Krugman’s success.

What determines the pattern of international trade? What are the associ-
ated welfare gains and losses? What are the sources of these gains and losses? 
Can individual incentives to trade diverge from societal objectives? Should 
governments intervene to promote or restrict international trade? Questions 
like these have always been at the core of the debate on trade down the years 
(indeed, over many centuries; see Irwin 1996). In the last few decades, they 
have gained new salience, in Europe and elsewhere. The world first embraced 
globalisation after the Second World War but then with the new century it 
caved into renewed protectionist pressures and resurgent nationalistic 
tendencies due to disenchantment with the globalised economy, especially 
after the financial crisis of 2008.

1 Parts of this section draw on Behrens and Ottaviano (2011).
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The ideas underpinning Krugman’s Nobel Prize were the products of this 
roller coaster period, just like those motivating Meade and Ohlin were the 
product of an earlier period. To understand why, it is useful to divide the 
recent history of international trade relations into two waves of globalisation 
(see Baldwin and Martin 1999). The first started in the mid-nineteenth cen-
tury and ran up the eve of the First World War. It roughly coincided with the 
Second Industrial Revolution, during which new manufacturing, transporta-
tion and communication technologies diffused from Great Britain to 
Continental Europe and a small set of other countries worldwide. The result 
was the emergence of an industrialised “North”, exporting manufactures to a 
less developed and often colonised “South” in exchange for raw materials and 
primary products. This is the period in which John Cashmore and many oth-
ers built their business fortunes through a mix of animal spirits, modern 
working practices and new technology.

During this first wave of globalisation, due to North-South international 
specialisation in production, international trade was characterised by the 
exchange of different goods between structurally different countries. In eco-
nomics, such an intersectoral pattern of trade soon found two robust theoreti-
cal explanations at the core of what later came to be known as traditional 
trade theory (TTT). Both explanations highlighted the role of relative cost 
differences (comparative advantages) between countries, predicting that a 
country would export the goods that it is able to produce at relatively lower 
costs. The two explanations differed, however, in terms of the sources of cost 
differences, which were to be found in the uneven international distribution 
of either technologies (Ricardian model) or relative factor endowments 
(Heckscher-Ohlin model). It was for their contributions to the theory of 
comparative advantage that Ohlin and Meade were (belatedly) awarded the 
Nobel Prize in 1977.

The second wave of globalisation began to gain momentum just after the 
Second World War, and it is still going on despite changing moods about its 
merit, especially in places with fading manufacturing traditions, like Newport. 
In this period, further technological improvements in production, transporta-
tion and communication technologies, and their steady diffusion to a growing 
number of countries, brought a substantial change in international trade pat-
terns. These started to be dominated by the exchange of similar goods between 
structurally similar “northern” countries, sharing roughly the same technolo-
gies and relative factor endowments. The rise of this type of intra-industry 
trade between rich countries created a conundrum for the traditional theories 
based on comparative advantage as these explained bilateral trade flows in 
terms of differences between trading partners (see Linder 1961; Grubel and 
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Lloyd 1975; Greenaway and Milner 1986). How to explain that similar coun-
tries actually traded more than dissimilar countries? This was the key question 
in international trade when Tony was attracted to models of imperfect com-
petition and trade constructed by Stiglitz and Norman, although his initial 
interest was motivated much more by the “rich welfare effects” of trade that 
imperfectly competitive models could allow for in the wake of work by 
Michael Spence (1976a, b).2

The counterfactual predictions of the Ricardian and Heckscher-Ohlin 
models were derived from two specific simplifying assumptions: constant 
returns to scale at the firm level and perfect competition in all markets. These 
assumptions anchored those models to the standard Arrow-Debreu paradigm 
of general equilibrium theory in which incentives to trade arise only when 
traders have different individual assessments of the relative values of the trans-
acted goods. The larger the difference in those assessments, the higher their 
incentives to transact and thus the volumes of trade. Vice versa, individuals 
sharing the same assessments have no incentive to trade. This is indeed the 
case for countries sharing the same technologies and relative factor endow-
ments, as their autarky relative prices are identical.

While it was clear that the Arrow-Debreu assumptions were putting a 
straitjacket on the ability to explain the structure of world trade, for a long 
time the lack of tractable general equilibrium models with increasing returns 
to scale and imperfect competition hampered progress in international trade 
theory. This state of affairs started to change in the late 1970s when new par-
tial equilibrium models of oligopoly and monopolistic competition were bor-
rowed from industrial organisation and transplanted to the general equilibrium 
framework of international trade theory (see Helpman 1984a). By the end of 
the 1970s and the beginning of the 1980s the so-called new trade theory 
(NTT), which would transform the field, had been born (see, for example, 
Krugman 1979, 1980; Dixit and Norman 1980; Markusen 1981; Brander 
and Krugman 1983; Helpman 1984b).

With the benefit of hindsight, it is now clear that what had held interna-
tional trade theory back had been its “obsession” with general equilibrium. 
This obsession is easily explained and justified by the fact that the assessment 
of the effects of trade liberalisation on a national economy necessarily requires 
an understanding of what happens to factor incomes and prices. In other 
words, ‘you want a general-equilibrium story, in which it is clear where the 
money comes from and where it goes’ (Fujita and Krugman 2004: 141).

2 Spence was awarded the Nobel Prize in 2001.
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At the same time, even armchair evidence makes it clear that a theoretical 
account of the structure of world trade cannot fly without a model of firm 
behaviour. By assumption, however, in the perfectly competitive Arrow- 
Debreu paradigm, the boundaries of the firm are undetermined. A firm, 
whatever that may be in an Arrow-Debreu world, is just a production func-
tion and, as such, has no “behaviour” whatsoever. Yet, as John Cashmore 
would testify, firm behaviour is important in many respects: firms decide 
whether to launch new products and dispense with old ones, where to pro-
duce and where to sell their goods, whether to compete in prices or quantities, 
how to organise their operations and so on.

The key that eventually unlocked the door of general equilibrium with 
imperfect competition was the monopolistically competitive model by 
Krugman (1980), heralded in earlier unpublished work by Norman (1976). 
The idea of monopolistic competition is a rather old one, dating back at least 
to the early 1930s. Chamberlin (1933) introduced the idea of “large group 
competition”, where firms retain some monopoly power thanks to product 
differentiation, yet are small in the aggregate economy. The idea that firms are 
small in the economy can be made precise by assuming that there is a “con-
tinuum” of firms. In such a setting, firms are aware that they are price makers 
as they face finitely elastic demand for their products while their behaviour 
has no impact on market aggregates like gross domestic product (GDP), the 
number of firms, consumer income and price indices.

Such “non-strategic” behaviour allows one to sidestep a myriad of thorny 
technical problems that arise once we seriously think about oligopoly in gen-
eral equilibrium, such as the existence of equilibria or diverging conclusions 
depending on whether firms maximise profits or the welfare of their share-
holders by choosing prices or quantities. Though one may argue that the 
properties of monopolistic competition are rather special and may limit the 
generality of the analysis, they offer the advantage of laying out a clear frame-
work within which macroeconomic issues can be parsimoniously examined. 
Thanks to the theoretical and empirical success of monopolistically competi-
tive models in accounting for the exchange of similar goods between structur-
ally similar “northern” countries, comparative advantage is today usually 
viewed as driving specialisation at the industry level, whereas product differ-
entiation and economies of scale are utilised to explain what drives specialisa-
tion at the product level.

Trade and gains from trade then arise not only because international 
exchange allows countries to specialise according to comparative advantage, 
but also because it increases the variety of products available and reduces the 
market power of domestic firms, thus leading to smaller markups, lower prices 
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as well as larger quantities consumed. With increasing returns to scale, larger 
quantities serve to reduce prices not only because markups fall but because 
average production costs fall as well.

TTT and NTT are clearly complementary and in the 1980s their synthesis 
provided a unified view of international trade, changing the way economists 
understand the patterns, the gains and the sources of international trade (see 
Dixit and Norman 1980; Helpman and Krugman 1985). It also enriched the 
way that economists understand the effects of trade policies (see Helpman 
and Krugman 1989) and how trade barriers affect economic growth (see 
Grossman and Helpman 1993), economic geography (see Fujita et al. 1999 
and Baldwin et al. 2003) and foreign direct investment (see Markusen 2004; 
Barba et al. 2006).

For his contributions to NTT (and to the so-called new economic geogra-
phy (NEG)), Krugman was awarded the Nobel Prize in 2008. Tony’s contri-
bution to the body of work that led to Krugman’s Nobel is substantial, starting 
with key studies on the TTT-NTT synthesis, such as Venables (1987) and 
later Markusen and Venables (2000). Of particular relevance is the trilogy of 
articles published in the Journal of International Economics in the 1980s (see 
Venables 1982, 1984, 1985), which became reference points for subsequent 
generations of trade scholars. For instance, one can read Melitz and Ottaviano 
(2008) who point out that almost all the rich welfare effects of trade featured 
in the “new” NTT literature with heterogeneous firms, developed in the wake 
of Melitz (2003), had been already identified in the “old” NTT literature with 
representative firms. In particular, the welfare gains from additional product 
variety as well as the asymmetric welfare gains of trade induced by differences 
in country size and trade costs had been highlighted by Krugman (1980). 
Krugman (1979) had also shown how trade can induce pro-competitive 
effects in a model with monopolistic competition and endogenous markups, 
while Markusen (1981) had formalised and highlighted the pro-competitive 
effects from trade due to the reduction in market power of a domestic monop-
olist. Horstmann and Markusen (1986) and Venables (1985) had extended 
this modelling framework to the case of oligopoly with free entry (while 
maintaining the assumption of a homogeneous traded good). These papers 
had also emphasised, among other things, how free entry could generate wel-
fare losses for a country unilaterally liberalising imports by “reallocating” 
firms towards the country’s trading partners. Venables (1987), a paper not in 
the trilogy but on which Tony had already been working in parallel when 
visiting the University of British Columbia in 1982–1983, had shown how 
this effect can be generated in a model with monopolistic competition and 
product differentiation with exogenous markups. The new NTT models 
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additionally captured the welfare effects stemming from changes in average 
productivity based on the selection of heterogeneous firms into domestic and 
export markets. More recently, Haaland and Venables (2016) have discussed 
some of those models’ policy implications in another paper in the Journal of 
International Economics that echoes Venables (1982) after more than 30 years.

The third paper of the 1980s trilogy hints at what would arguably become 
Tony’s most important contribution to economics and his ongoing passion: 
the study of the interactions between geography, development and trade. 
Specifically, Venables (1984) developed a model of trade with monopolistic 
competition in which small perturbations in the parameters radically change 
the number and type of equilibria. For certain parameter values, the model 
exhibits multiple stable equilibria. In some of them, sectoral specialisation 
across countries is not complete and intra-industry trade takes place. In oth-
ers, specialisation is complete and there is no intra-industry trade. This sug-
gested that, differently from TTT, NTT models could lead to path dependency, 
lock-in effects and suboptimal outcomes in patterns of international trade and 
development, an insight at the core of the NEG.

3  Economic Geography3

The sectoral specialisation of countries, and of regions and cities within coun-
tries, is the result of firms’ location decisions. A firm’s location decision gives 
rise to an economic problem when two things are true. First, the shipment of 
goods and factors across space is costly. Second, production fragmentation is 
also costly, that is, there are increasing returns to scale at the plant level. The 
former gives physical substance to the concept of space. Together with the 
latter, it generates an economic trade-off between market proximity and pro-
duction concentration that makes location choices non-trivial. Scotchmer 
and Thisse (1992) call this the “folk theorem of spatial economics”.

However, while fundamental, these two ingredients are incompatible with 
the perfectly competitive paradigm that still dominated much of mainstream 
economics (and TTT) in the late 1970s and early 1980s. Starrett (1978) high-
lighted this theoretical impasse in his “spatial impossibility theorem”: if space 
is homogenous, there does not exist any competitive equilibrium with ship-
ments between distant locations. A policy-relevant implication is that any 
analysis trying to explain how economic interactions per se shape the 

3 Parts of this section draw on Ottaviano (2003) and Ottaviano (2019a).
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economic landscape has to abandon the assumption of perfect markets and 
the associated efficiency property of market equilibrium.

There are many ways out of this impasse: while there is only one way to be 
perfect, there are many ways to be imperfect. Most obviously, a first solution 
is to acknowledge that space is not homogenous. Places differ in terms of their 
relative abundance of natural resources, proximity to natural means of com-
munications and climatic conditions. This is the way out investigated by 
TTT. However, it looks like an inadequate explanation of the dramatic differ-
ences in economic development that one observes even between areas that are 
not very different in terms of those exogenous properties. In other words, 
there must be something more going on which is inherent to the functioning 
of economic interactions. This point was raised quite forcefully by Marshall 
(1890), who stressed the role of both localised technological and pecuniary 
externalities. Both concepts stem from the standard textbook situation in 
which market prices incompletely reflect the cost and utility values of the 
interactions between economic agents. However, while the problem with 
technological externalities is that some effects of the interactions are not 
priced at all, with pecuniary externalities the problem lies in price distortions 
due to the presence of market power. Accordingly, while the former can be 
transmitted by sheer proximity, the transmission of the latter requires market 
transactions.

Localised pecuniary externalities are at the core of NEG. Eventually, their 
comparative advantage lies in the possibility of relating their emergence to a 
set of well-defined microeconomic parameters. This has proven to be quite 
difficult in models based on the concept of technological externalities as these 
still remain mostly “black boxes” (see Duranton and Puga 2004), although 
some progress has been made by, among others, Storper and Venables (2004). 
Differently, building on NTT, starting in the late 1980s NEG managed to 
show how pecuniary externalities arise in sectors characterised by relevant 
trade costs (due to transportation as well as to administrative and cultural bar-
riers), increasing returns to scale, and monopolistic competition. In those sec-
tors, when a new firm begins producing in a certain location, it increases local 
demand for upstream activities (“market expansion effect”) and local supply 
for downstream ones (“market crowding effect”). It generates a pecuniary 
externality insofar as the firm bases its entry decision on its own profit and 
this, due to imperfect competition, does not perfectly reflect all the changes 
in the payoffs of upstream and downstream activities.

Agglomeration takes place when the final impact of the market expansion 
effect dominates the impact of the market crowding effect (see Krugman 
1991; Krugman and Venables 1995; Venables 1996). Consider, for instance, 
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the situation depicted by Venables (ibid.), which predates Krugman and 
Venables (1995) in terms of working paper versions. There are three vertically 
linked activities: intermediate production, final production and consump-
tion. For simplicity, assume that final production uses only intermediate 
inputs, intermediate production employs only labour and workers are the 
only source of final demand. If, for any reason, a new firm starts producing 
intermediates, it will increase labour demand and intermediate supply. Due to 
excess demand and supply, respectively, wages will go up while intermediate 
prices will fall. This is bad news for the other intermediate producers (market 
crowding effect). However, it is good news for final suppliers, who experience 
falling production costs and higher demand by richer workers. As new final 
producers are induced to enter the market, the expansion of final production 
will feed back into stronger intermediate demand so that intermediate suppli-
ers will also benefit (market expansion effect). When the latter effect domi-
nates the former, both final and intermediate firms will end up agglomerating 
in the same place.

This mechanism was not new when Tony constructed his model. For exam-
ple, it had been described by both Marshall (1890) and Ohlin (1933). The 
crucial contribution of Tony’s model and thus of NEG was that the mecha-
nism in question was translated into a general equilibrium model with solid 
microeconomic foundations. As a result, the evolution of the spatial land-
scape was related to microeconomic parameters: agglomeration is more likely 
to take place in sectors where increasing returns are intense, market power is 
strong, customers and suppliers are easily mobile and trade costs are low. The 
reason is that more intense returns to scale and stronger market power weaken 
the market crowding effect, while more mobile customers and suppliers 
amplify the market expansion effect. On the other hand, lower trade costs 
reduce both market expansion and market crowding effects, but the latter 
more than the former.

The impact of trade liberalisation is arguably the central insight of NEG 
models. At first sight, it did not sound that new as it was reminiscent of 
Kaldor (1970), who predicted the loss of the industrial base of a less devel-
oped region facing trade liberalisation with respect to a more developed one. 
However, NEG models provided a more detailed understanding of how the 
economic landscape evolves as trade impediments are gradually eliminated. 
NEG models showed that lower trade impediments affect the balance between 
market expansion and market crowding effects in a very nonlinear way. In 
particular, they may cause self-reinforcing uneven development between 
growth centres and stagnant peripheries as economic activities agglomerate in 
the former and shun the latter. Only the congestion of immobile resources 
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and non-tradable inputs can stop the emergence of self-sustaining “core- 
periphery” patterns. Moreover, processes of circular causation like the one 
described by Venables (1996) can sustain multiple spatial equilibria and thus 
make the spatial economy settle in a suboptimal equilibrium due to path 
dependency, self-fulfilling expectations and lock-in effects, factors which 
remind one of Venables (1984).

These insights were “iconoclastic” when they made it into the public policy 
discourse, especially in Europe. The late 1980s and early 1990s were crucial 
years for the project of European integration of “One Market, One Money” 
(Commission of the European Communities 1990). The project was based on 
a promise of inclusive development that would benefit all regions of the Old 
Continent, in particular the least prosperous ones. The promise rested on the 
expectation that lower barriers to the international movement of goods, 
labour and capital in an integrating Europe would eventually lead to regional 
convergence in prices, factor returns and thus living standards between and 
within countries.

This expectation mainly derived from neoclassical growth arguments 
founded on the assumptions of constant returns to scale and perfectly com-
petitive markets. In some of their more sophisticated versions, these argu-
ments acknowledged the long-term horizon in which convergence would take 
place but considered, if not convergence, at least regionally balanced growth 
as the inevitable final outcome of economic integration. This can be seen as 
the economic essence of the “European dream” (see Ottaviano 2019b). On 
the one hand, as economic growth is typically driven by what happens in a 
limited number of dynamic geographical areas that lead the way, any leap 
forward along the development path requires the geographical concentration 
of economic activities and thus an ineluctable division of areas in more and 
less developed countries. The emergence of an economic “core” and an eco-
nomic “periphery” are two sides of the same coin. On the other hand, the 
implied polarisation of the economic landscape is not an issue as long as the 
success of more dynamic areas automatically ends up also benefiting less 
dynamic ones. If the core grows, the periphery will eventually grow too. As 
time goes by, the wealth gap between the two remains constant and may even 
shrink as long as it is easier to follow than to lead the way. In this respect, 
European integration promotes inclusive development. It not only allows for 
the concentration of economic activities in the most dynamic regions that are 
the engines of growth, but also facilitates the diffusion of such growth to the 
least dynamic areas thanks to their belonging to a common economic space.

NEG forcefully made the point that the foregoing did not need to be the 
only ineluctable outcome (see Baldwin and Venables 1995; Krugman and 
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Venables 1996). A quarter of a century later, the promise of inclusive develop-
ment does not seem to have been kept, and the strengthening of regional 
imbalances is increasingly becoming a threat not only to social cohesion but 
also to the political stability of the European Union, as possibly heralded by 
Brexit. Almost 30 years since the introduction of the Single Market, the icon-
oclastic insights of NEG can still help understand the causes of this lack of 
geographical convergence. Tapping the coherent body of results systematised 
by Fujita et al. (1999), Fujita and Thisse (2002) and Baldwin et al. (2003) 
would be an obvious starting point.

4  Economic Development

After contributing to the theory and policy of international trade and eco-
nomic geography, by the end of the 1990s Tony was back to his original pas-
sion for economic development, and since then his research on trade, 
economic geography and economic development have increasingly come 
together as one with the usual strong emphasis on policy issues. A common 
theme is the crucial implication of Starrett’s impossibility theorem that any 
explanation of the geographical patterns of economic development we observe 
in reality is necessarily based on some kind of market imperfection and thus 
necessarily implies that the market mechanism alone is not able to deliver an 
optimal economic landscape (see Henderson and Venables 2009). Ottaviano 
and Thisse (2001) call this the “spatial question”: any positive model of eco-
nomic geography necessarily raises normative issues.

A prominent example of how the study of the interactions among trade, 
geography and development can lead to new useful insights on what holds 
some countries back economically can be found in Redding and Venables 
(2004). This paper starts from the observation that, despite increasing inter-
national economic integration, the vast cross-country disparities in per capita 
have not been bid away by the mobility of manufacturing firms and plants. 
While there are many potential reasons for the reluctance of firms to move 
production to low wage countries, including endowments, technology, insti-
tutional quality and geographical location, Redding and Venables focus on 
the last and emphasise two main mechanisms. One is the distance of coun-
tries from the markets in which they sell output (“demand access”), and the 
other is distance from countries that supply manufactures and provide the 
capital equipment and intermediate goods required for production (“supply 
access”). Transport costs or other barriers to trade mean that more distant 
countries suffer a market access penalty on their sales and also face additional 

28 Anthony J. Venables (1953–) 



702

costs on imported inputs. Therefore, firms in these countries can only afford 
to pay relatively low wages, even if, for example, their technologies are the 
same as those elsewhere. By estimating a structural NEG model à la Fujita 
et al. (1999) using cross-country data on per capita income, bilateral trade 
and the relative price of manufacturing goods, Redding and Venables (2004) 
provide evidence that the geography of access to markets and sources of sup-
ply is statistically significant and quantitatively important in explaining cross- 
country variation in per capita income. This finding is robust to controlling 
for a wide range of factors, including economic, geographical, social and insti-
tutional. Geography matters through the mechanisms emphasised by NEG, 
and the estimated coefficients are consistent with plausible values for the 
model’s structural parameters.

In the same vein, Limão and Venables (2001) note that the real costs of 
trade, due to transport and various frictions in doing business, are important 
determinants of a country’s ability to fully participate in the world economy. 
Remoteness and poor transport and communications infrastructure act to iso-
late countries, inhibiting their participation in global production networks 
such as those Tony investigated subsequently in Baldwin and Venables (2013). 
Using different datasets to investigate the dependence of transport costs on 
geography and infrastructure, Limão and Venables (2001) find that infra-
structure is an important determinant of transport costs, especially in land-
locked countries. In particular, analysis of African trade flows reveals that their 
relatively low level is largely due to poor infrastructure.

At a finer level of disaggregation, Collier and Venables (2016) evaluate the 
importance of infrastructure (in particular infrastructure for connectivity) in 
the development of fast-growing cities. They argue that the value of infra-
structure goes well beyond the “user benefits” of standard cost-benefit 
appraisal, as infrastructure supports an economic environment in which the 
potential of cities, that is, scale, specialisation and agglomeration, can best be 
achieved. They then turn to the policies that are required to support infra-
structure investment, looking at public finance, governance, urban density 
and turning finally to the wider national context. Within the same conceptual 
framework, Henderson et al. (2016) explore the factors that may underlie the 
non- functionality of many cities in the developing world. Lall et al. (2017) try 
to understand why cities in Sub-Saharan Africa are experiencing rapid popu-
lation growth but their economic growth has not kept pace as other regions 
have reached similar stages of urbanisation at higher per capita GDP.

An important concern about some developing countries is their mishan-
dling of natural resources. This concern had already attracted Tony’s attention 
at an early stage of his career. In particular, when he started publishing his 
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NTT trilogy in 1982, he also published a paper on the macroeconomic impli-
cations of a resource discovery in an open economy (see Eastwood and 
Venables 1982). Fast forward and the analysis of resource-rich economies 
again became prominent in his research agenda when he went back to Oxford 
in 2007 as Director of OxCarre.4

Countries with substantial non-renewable natural resource wealth face spe-
cial opportunities and challenges. Research undertaken by Tony with other 
Oxford economists, notably Frederick van der Ploeg and Paul Collier, has 
contributed to understanding these challenges and to improving policies for 
resource management, particularly in developing economies. Of particular 
impact has been their study of the relationship between resource wealth and 
conflict, the short- and medium-run management of instability in revenue 
streams (see van den Bremer and van der Ploeg 2013), trade issues (see Ruta 
and Venables 2012), the experience of particular countries (see Collier et al. 
2010; Venables 2011), and long-run decisions about saving, investing and 
consuming revenues. Through this research, Tony’s team has been influential 
in shaping the policy positions of international financial institutions, particu-
larly the IMF, and in contributing to policy debates within countries, particu-
larly in the newly resource-rich nations of Africa.

Another focus has been the management of the foreign exchange windfall 
that is often generated by resource revenues. At the aggregate level, these rev-
enues can help to finance three things: current expenditure, domestic invest-
ment and the acquisition of foreign assets (e.g. through a sovereign wealth 
fund). OxCarre research has shown that the balance between these different 
types of spending depends on a number of factors including the following: 
the ethical weighting of income accruing to different generations to the con-
straints on public funds and the supply of capital; the need to avoid an infla-
tionary resource boom to exchange rate overvaluation and Dutch disease; a 
country’s capacity (institutional and economic) to absorb extra expenditure; 
and the need to insulate an economy from volatility in world commodity 
prices to the need for spending decisions to be robust to different politico- 
economic environments. Analysis of how best to manage the trade-offs 
between these factors has been the subject of van der Ploeg and Venables 
(2011, 2013), Collier et al. (2010), van den Bremer and van der Ploeg (2013) 
and van der Ploeg and Poelhekke (2009).

OxCarre research on the use of natural resource revenues has challenged 
the conventional wisdom of using the permanent income hypothesis (PIH) to 
guide decisions about how revenues are spent. In particular, Tony’s team has 

4 The following discussion of Tony’s work on natural resources is drawn from OxCarre (2013).
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constructed a dynamic model of a developing economy that is capital con-
strained (because households and government are unable to borrow at the 
world interest rate) and on a growth path towards development. They have 
shown that in this setting the optimal policy is not to follow the PIH prescrip-
tion of using revenues to accumulate long-run foreign assets, but rather to 
balance higher investment in the domestic economy (particularly infrastruc-
ture) with a relatively large increment to current consumption to address the 
poverty of the current generation (see van der Ploeg and Venables 2011). This 
research has also addressed issues relating to short- and medium-run eco-
nomic management, analysing the impact of resource revenue on the struc-
ture of the economy, its implications for the exchange rate and how to manage 
these implications (see van der Ploeg and Venables 2013).

This body of research has outlined a strategy for resource revenue manage-
ment that prioritises investment in physical (and human) assets in the domes-
tic economy, supplementing these with foreign savings vehicles designed to 
mitigate the effects of volatility and in which revenues can be “parked” until 
absorptive capacity problems are solved. It also outlines the importance of 
concurrent domestic economic reform—for example, preparing the economy 
to overcome absorption constraints and how to handle a resource boom—and 
the microeconomic detail of the interaction between the public and private 
sectors. The importance of this line of research lies in the fact that the core 
analysis suggests a use of revenues quite different from the PIH prescriptions 
that have underpinned the policy advice of the Fiscal Affairs Department of 
the IMF and influential country-based organisations, such as the Norwegian 
Oil for Development programme. Indeed, it has influenced the policy debate 
within a range of countries through advice offered to ministers and engage-
ment in debates within civil society and NGOs. The WTO in its World Trade 
Report 2010 (WTO 2010) has also used Tony’s research insights, as has the 
IMF despite its attachment to the PIH. The impact on policy design within 
countries has been achieved in particular by advice provided through the 
Natural Resource Charter (NRC), established in 2009 by an independent 
team of experts to provide guidance on the management of natural resources. 
The NRC has been adopted or otherwise endorsed by a broad range of organ-
isations, governments and NGOs: the World Bank, the IMF, Norway, 
Australia, Zimbabwe, the African Development Bank and the Africa Progress 
Panel. The UK government has given its support to the NRC through DFID 
(see DFID 2009).
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5  Conclusion

The best way to summarise Tony’s research contributions to economics is to 
build on his own assessment of how research at the juncture of trade, geogra-
phy and development has evolved in the last few decades. In an unpublished 
paper written to celebrate the 30th birthday of the CEPR (see Venables 2013), 
he looked back to take stock of what had been achieved by the International 
Trade Programme he had also co-directed for a decade:

In the 30 years since the CEPR was launched the word “globalisation” has come 
in and out of fashion; the ratio of world trade to GDP has doubled, foreign 
direct investment has grown even faster, communications technology has been 
transformed and trade liberalization—unilateral, regional and multilateral—
have all made progress (Venables 2013: 9).

Continuing:

Trade matters for two reasons. One—that of classical international econom-
ics—is that it enables a country to get its consumption more cheaply; exports in 
line with comparative advantage fund the import of goods with comparative 
disadvantage. The other is that trade can be a catalyst for other changes, going 
far beyond switching suppliers of some goods. Trade brings larger markets, 
interaction with a wider group of people and access to new technologies. These 
can change performance across the wider economy and may have implications 
many times greater than comparative advantage alone. These “wider” effects of 
trade have been at the forefront of much trade research in the last 30 years; they 
have brought an intellectual excitement to the field, have deepened understand-
ing of important phenomena, and have made issues of trade (and spatial eco-
nomics more generally) of relevance to a broader range of policy makers ... 
Further, there are three areas in which research on these wider effects of trade 
has made progress. They are as follows: market integration—firms, competition 
and scale; geography and the location of economic activity; trade and develop-
ment. In each of these areas there has been interaction between researchers and 
policy makers. This is two-way; research insights have shaped policy, and policy 
makers have shaped the worldview and the priorities of researchers (ibid.: 1).

Nevertheless:

Research questions—on the evolution of firms, the quantification of gains and 
the ways in which to lever the most from export activities—remain. However, 
the last 30 years of research has seen unprecedented innovation, theoretical and 
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empirical and has established the centrality of trade—within and between coun-
tries—to overall economic performance. Economies work better if spatial barri-
ers to interaction are reduced (ibid.: 9–10).

Tony has been a crucial contributor to this wave of ‘unprecedented innova-
tion’. His legacy is in his research, but also in his students and in particular the 
younger scholars he has interacted with especially at the Centre for Economic 
Performance (CEP) during his time at LSE. Among others, these scholars 
include Mary Amiti, Gilles Duranton, Simona Iammarino, Niko Matouschek, 
Henry Overman, Diego Puga, Steve Redding, Francisco Requena-Silvente, 
Daniel Sturm, Karen Helene Ultveit-Moe and Marina Wes. I had Tony as my 
MSc supervisor at LSE in 1992–1993. That was when Paul Krugman could 
also often be found at the School, NEG was taking off and, in terms of world 
research on “geography and trade”, several researchers across Europe were 
leading the pack. My own research trajectory owes a lot to those glory days.
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29
Paul David Klemperer (1956–)

Huw Dixon

1  Introduction

Paul Klemperer was born in Southampton, England, in 1956. At the age of 
six, he moved to Birmingham with his parents who were both academic sci-
entists: his mother Ruth at Aston University and father Hugh at the University 
of Birmingham.1 He went to the local Bournville Primary School and later 
won a scholarship to King Edward’s School. From an early age, Klemperer 
was fascinated by geometry. On his teenage bedroom wall hung a poster of 
Albrecht Dürer’s engraving Saint Jerome in His Study. The engraving did not 
catch his attention because of his interest in Jerome’s translation of the Hebrew 
Old Testament and Greek New Testament into the Latin around 400 CE. It 
was the geometry of perspective (of which Dürer was a pioneer): the way the 
parallel lines met at a point in the background. This interest in geometry was 
to be a lasting influence on how Klemperer thought about the issues and 
problems he studied later in life. He was admitted to study Mathematics at 
Cambridge University in 1975, and for his final year he switched to the 
Engineering Tripos, in order to be able to focus on more applicable 

1 His family did not follow the musical career of his distant relative, the conductor Otto Klemperer.
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mathematics, especially operations research (OR). Before going to Cambridge, 
he had vacations: For IBM in Birmingham, where he developed an early com-
puter-aided design program. He also worked during his university vacations: 
For IBM again, for Monsanto in its world headquarters in St Louis, the 
United States, and for BP in London (all doing programming and OR).

At the end of the course in 1978, he was eager to get back into the real 
world, joining Arthur Andersen and Co.’s management consulting division in 
London (this was subsequently spun off as Accenture). His most significant 
project was a secondment of about a year to the Department of Health and 
Social Security. It had developed a complex linear-programming model to 
allocate resources both within the National Health Service (NHS) and among 
the NHS and local authorities (who delivered social care) and housing author-
ities (then a different level of local government). Unfortunately, the model 
was so complex that no one really understood it, so no one really trusted its 
answers. His most important contribution was to develop a much simpler 
model, which not only generated very similar answers but also brought out 
the intuition clearly, so users trusted the answers and could understand the 
effects of modifying the assumptions or changing the resources available. The 
work done in this period later led to Klemperer and McClenahan (1981). 
Klemperer’s ability to make the complex simple to be comprehensible to pol-
icy makers was to stand him in good stead later in life when he advised the 
Bank of England during the financial crisis.

In 1980, Klemperer was awarded a Harkness Fellowship to pursue a two- 
year MBA at Stanford University. However, at an early stage, he decided he 
wanted to do a PhD, which he started in 1982 and completed in 1986. The 
faculty members advising his doctorate were Tim Bresnahan, John Roberts 
and Jeremy Bulow. Bulow not only advised on the thesis research but also 
started joint work with Klemperer that resulted in his first two economics 
papers (see Bulow et al. 1985a, b).

At the end of 1984, Klemperer moved back to England to take up a post as 
Lecturer in Operations Research and Mathematics at Oxford, based at St 
Catherine’s as college Tutor in Economics. He was to remain in Oxford for 
the rest of his career to date. He became a Reader in 1990 and moved to 
Nuffield College in 1995 becoming the Edgeworth Professor of Economics 
following the retirement of the first Edgeworth Professor Sir James Mirrlees. 
He inherited not only the post but also the room and some of the furniture 
from Mirrlees. Klemperer remains in this post at the time of writing.

Klemperer’s research can broadly be divided into two main parts. The first 
is oligopoly theory, interpreted in a wide sense, with 20 or so publications 
covering the decade at St Catherine’s. His best-known research in oligopoly 
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theory is on switching costs. The second part is auction theory, which started 
with the renewal of his partnership with Jeremy Bulow (see Bulow and 
Klemperer 1996) and continues to the present.

Klemperer’s work in auction theory led to his involvement in public policy. 
This included designing the auction for the sale of the British 3G Telecom 
Licences in 2000 and later the design of artificial markets for the Bank of 
England (and other central banks) to make loans to commercial banks for 
assets of differing quality (including toxic assets) in the aftermath of the finan-
cial crisis.

In this chapter, I will first deal with the two stages of Klemperer’s research 
and then go on to look at his involvement advising public bodies about 
designing auctions.

2  Oligopoly

The research career of Paul Klemperer started with two articles with his 
Stanford supervisor Jeremy Bulow and Yale economist John Geanakoplos (see 
Bulow et  al. 1985a, b). The most revolutionary paper was the first: 
“Multimarket Oligopoly: Strategic Substitutes and Complements”. The idea 
of a strategic complement (substitute) is defined by the cross-partial derivative 
of the payoff function. In a symmetric payoff game, the payoff U of each 
player depends on their own action (x) and that of the other player (y): U (x, 
y). The strategies of the two players are strategic complements (substitutes) 
depending on whether the cross-partial derivative is strictly positive (negative):

 

d U

dxdy

d U

dxdy

2

2

0

0

>

<

Strategic complements

Strategic substitutees
 

Why is the cross-partial derivative so important? Because the reaction func-
tion is defined by the (necessary) standard first-order condition that the deriv-
ative of the chosen action is zero. In the case of strategic complements, the 
reaction function will be upward sloping (as in the usual case of price compe-
tition with differentiated products): in the case of strategic substitutes the 
reaction function will be downward sloping (as is typically the case in homo-
geneous Cournot oligopoly). However, price competition can sometimes lead 
to strategic substitutes and quantity competition to strategic complements. 
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This very simple classification turned out to have a fundamental importance 
in terms of how oligopoly models behave—the paper applied the idea to a 
variety of settings. Its key insight led to the development of a whole literature 
on supermodular games, which generalised the notion of strategic comple-
mentarity for payoff functions that were not twice continuously 
differentiable.

The other paper “Holding Idle Capacity to Deter Entry” applied the clas-
sification of strategic complements and substitutes to Avinash Dixit’s model 
of entry deterrence (see Dixit 1980). Dixit’s model had assumed an incum-
bent firm would always reduce output if a new firm was to enter, but Bulow 
et al. (1985b) showed that this depended on the post-entry oligopoly game 
being one of strategic substitutes: if the goods were strategic complements, 
then the incumbent might install capacity, in order to expand output if entry 
occurs, but leave it idle if no entry occurs. The idea of strategic complemen-
tarity went on to have a life of its own and became a term used widely across 
economics, including macroeconomics.

Klemperer teamed up with his future wife Margaret Meyer2 (see Klemperer 
and Meyer 1986) to write a paper on the foundations of price versus quantity 
competition. Suppose that firms can choose whether to set price (and supply 
the quantity demanded) or choose quantity (and let the price be determined 
by the market). Furthermore, suppose there is a demand system linking the 
prices and outputs demanded of the firms. In the absence of uncertainty, firms 
are indifferent between setting a price or quantity. They face a demand curve 
and simply choose the profit maximising point on that curve (where marginal 
revenue equals marginal cost). The action of firm A does influence the demand 
curve for firm B, and hence firm B’s best response. However, the best response 
can be attained by choosing either price or quantity. There are thus four types 
of (pure strategy Nash) equilibria with no uncertainty: the two firms both 
choose price, both choose quantity or one choses price and the other quantity. 
Bertrand and Cournot are both equilibria, as is the mixed price and quantity 
setting case. With demand uncertainty, matters are rather different. Firms will 
in general have a strict preference for setting price or quantity. The preference 
will depend on a variety of factors: the shape of the demand curve, the mar-
ginal cost curve and the size of shocks. For example, a steep marginal cost 
curve makes quantity choice more attractive, and a flatter marginal cost curve 
favours price. If the model is symmetric, then the factors will influence both 
firms in the same way and tend to make the mixed equilibria less likely. The 

2 They were to marry in 1989 and have three children.
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nature of technology, demand and uncertainty will lead to either price- or 
quantity-setting equilibrium being chosen.

In two further papers, Klemperer and Meyer looked at equilibria in reac-
tion functions (Klemperer and Meyer 1988) and supply functions (Klemperer 
and Meyer 1989). The 1988 paper, “Consistent Conjectures Equilibria: A 
Reformulation Showing Non-Uniqueness”, contributed to the literature on 
consistent conjectures which had been a topic rekindled by Timothy 
Bresnahan’s 1981 paper. Bresnahan was an Assistant Professor at Stanford in 
the period of Klemperer’s PhD. The conjectural variation (CV) acts to alter 
the first-order conditions for the optimal response and hence acts as a shift 
variable for the firm’s reaction function. By varying its CV, in effect a firm can 
move its reaction function. Firm A treats the reaction function of its competi-
tor B as given: there will be a (unique) point on the other firm’s reaction func-
tion that yields the highest profit for firm A. This point will be where there is 
a tangency between the iso-profit curve of firm A and firm B’s reaction func-
tion. It can then choose its reaction function (via its CV) so that its own reac-
tion function passes through this optimal point. Firm B can reason in the 
same way. What Klemperer and Meyer showed was that: (a) the equilibrium 
in reaction functions involves (Bresnahan) consistent conjectures (the conjec-
tural variation equals the slope of the other firm’s reaction function); and (b) 
the equilibrium is highly non-unique in that almost any output pair corre-
sponds to an equilibrium. The result rested on a geometrical intuition. If you 
pick any output pair, iso-profit curves of both firms pass through that point. 
The reaction functions that support this are the tangents to the iso-profit 
curves at that point. Neither firm can increase its profits by changing its reac-
tion function given the other’s choice.

In the 1989 paper, “Supply Function Equilibria in Oligopoly Under 
Uncertainty”, Klemperer and Meyer revisited the issue of the strategic choice 
of whether to set a price or quantity. This time, however, they argued that 
since neither a fixed price nor a fixed quantity allows a firm to adapt optimally 
to demand shocks, it is natural for firms to use more general supply functions 
as strategic variables; they therefore looked at equilibrium in supply func-
tions. Uncertainty then acted to restrict the choice of supply functions to 
choices that ensured ex-post optimality in the face of the supply functions of 
competitors and uncertain demands. Klemperer and Meyer’s supply function 
analysis has frequently been used since, in both theoretical and applied work. 
In particular, it has been used to study electricity markets in which producers 
offer supply functions specifying the quantities of energy they are willing to 
supply at different prices. More generally, the equilibrium supply functions of 
firms which supply a market are precisely (a constant minus) the equilibrium 
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bidding schedules of bidders in a uniform-price multi-unit auction, so the 
1989 paper also contributed to the development of multi-unit auction theory.

2.1  Switching Costs

The title of Klemperer’s 1986 PhD at Stanford was “Markets with Consumer 
Switching Costs”, which gave rise to a series of publications on switching costs 
in different contexts (these and other papers he reviewed in Klemperer 1995a). 
The idea that the presence of lump sum costs (pecuniary or psychic) paid by 
consumers when changing seller might make markets less competitive was not 
new. However, a rigorous dynamic modelling of the switching costs was new.

Ex ante homogeneous products may, after the purchase of one of them, be 
ex post differentiated by switching costs including learning costs, transaction 
costs or artificial costs imposed by firms, such as repeat-purchase discounts. 
The non-cooperative equilibrium in an oligopoly with switching costs may be 
the same as the collusive outcome in an otherwise identical market without 
switching costs. However, the prospect of future collusive profits leads to vig-
orous competition for market share in the early stages of a market’s develop-
ment. The model thus explains the emphasis placed on market share as a goal 
of corporate strategy (Klemperer 1987a: 375).

In his paper “The Competitiveness of Markets with Switching Costs” 
(Klemperer 1987b), Klemperer modelled a two-period model with two firms. 
Switching costs can arise in the second period if consumers decide to switch 
from one seller to the other. Customers are modelled in a locational setting 
with the sellers at either end of the street. Customer demand in the first period 
is given by prices and linear transport costs. In the second period, there is an 
additional switching cost. The prices in the first period are influenced not 
only by maximising profit in that period but also by building up a customer 
base for the second period. It is in the second period that the firms can exploit 
the monopoly power created by the switching costs. The model allows for 
rational expectations on the part of consumers who can predict the second 
period pricing decisions by firms. Even though there are no switching costs in 
the first period, demand is less elastic in that period than if there were no 
switching costs in the second period. Consumers realise that the seller with 
the larger consumer base in period 1 will extort higher prices in period 2 and 
so are less attracted to the low-priced seller than they would be without 
switching costs. So, although prices will be lower in period 1 than in period 
2, they may be higher in both periods because of the switching costs.
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“Entry Deterrence in Markets with Customer Switching Costs” (Klemperer 
1987c) also looked at a two-stage game, but where the only mover in the first 
period was an incumbent, who could influence the second stage entry game. 
The key here was the ability of the incumbent to build up a captive customer 
base (captive due to switching costs); modelling was of Cournot oligopoly 
with firms choosing quantities. Switching costs were captured by making sec-
ond period purchases depend on the first period (positively). In the first 
period, the incumbent may over-invest in output to lock in customers and so 
deter any entry (or reduce the entrant’s output) in the second period. However, 
for some parameter values, the incumbent prefers to deter entry by under- 
investing in output, thus committing to competing aggressively for new cus-
tomers with any entrant in the second period (Klemperer named this 
phenomenon limit over-pricing).

“Welfare Effects of Entry into Markets with Switching Costs” (Klemperer 
1988) showed that the presence of switching costs can lead to excessive entry 
that reduces social welfare. This is even possible if new entrants have lower 
costs than incumbents. The mechanism is that ‘a large amount of social sur-
plus is dissipated by the consumers’ cost of switching to the new competitor’ 
(ibid.: 164). This phenomenon can even occur if industry output increases, 
resulting in lower prices. However, Klemperer cautioned that in spite of his 
results: ‘Probably most entry into markets with switching costs is socially 
desirable’ (ibid.).

In “Price Wars Caused by Switching Costs”, Klemperer (1989) extended 
the switching cost model to four periods. In the first two pre-entry periods, 
the monopolist sets up shop. In period three, a fringe of competitors enters 
(treating the incumbent’s output as given) and there is the threat of additional 
fringe entry in period four. The path of prices over time is then traced. In the 
final period, with the switching costs, prices tend to rise to a higher level. 
Firms have just one period left to exploit all of their monopoly power. In 
period three, entry drives a price war. New entrants and the incumbent lower 
prices to build up or maintain their customer base to exploit in the final 
period. The effect of entry is to lower prices in period three relative to the pre- 
entry periods (and the incumbent may also lower prices in period two, imme-
diately prior to the new entry). ‘In our model of a market in which consumers 
have switching costs, the entry of new firms leads to a price war, and we have 
argued that this conclusion is robust’ (ibid.: 415).

In a paper with his then-student, Alan Beggs (Beggs and Klemperer 1992), 
“Multi-Period Competition with Switching Costs”, the switching costs 
approach was generalised to an infinite-period version of the duopoly model 
found in Klemperer (1987b). Firms have a discount rate and customers turn 

29 Paul David Klemperer (1956–) 



718

over, with some dying to be replaced with new-born customers. The paper 
established the conditions for existence of a symmetric steady-state equilib-
rium and showed that equilibrium prices will be higher when there are switch-
ing costs than when they are absent. Indeed, the net present values of firms’ 
profits are usually larger—even for a new entrant which has no customer 
base—when there are switching costs.

In a paper with Kenneth Froot titled “Exchange Rate Pass-Through When 
Market Share Matters” (Froot and Klemperer 1989) took the basic idea of 
switching costs that market share in one period can lock in demand to subse-
quent periods, and applied it to the classic issue of exchange rate pass-through. 
They found that:

Foreign firms may either raise or lower their dollar export prices when the dollar 
appreciates temporarily (i.e., the pass-through may be perverse) and import 
prices may be more sensitive to expected future than to current exchange rates. 
We explore whether expected future exchange rates provide a clue to the puz-
zling recent behavior of US import prices (ibid.: 637).

Indeed, the paper had an empirical dimension that was not usual in the 
other papers on switching costs, in that it looked at data on import and export 
prices between the major economies in the 1980s.

In his 1992 paper “Equilibrium Product Lines: Competing Head-to-Head 
May Be Less Competitive”, Klemperer took a model where consumers face 
shopping costs, which mean that consumers prefer to shop at fewer outlets. In 
this case, Klemperer showed that in equilibrium, firms may prefer to offer 
identical product ranges so that customers will only choose one shop to visit. 
This head-to-head competition can lead to higher prices. If they are only 
shopping at one outlet, it requires a bigger price incentive for a consumer to 
switch outlets or shop at both outlets. If firms offer distinct product ranges, 
consumers shop at both outlets and can respond to quite small price differen-
tials. This line of thought went against some then-established economic mod-
els where firms maximise product differentiation in order to increase 
monopolistic markups. However, Klemperer argued that his model fitted 
with the marketing literature which identified umbrella branding (selling 
goods in related markets under the same brand name) and brand extension 
(selling new brands under an established brand name).

The issue of product lines, variety and welfare was explored in a paper with 
another of his students at the time, Jorge Padilla (see Klemperer and Padilla 
1997), titled “Do Firms’ Product Lines Include Too Many Varieties?” A firm 
that offers an additional product can capture business from rival firms for 
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other products when consumers prefer to concentrate their purchases at a 
single supplier. This may lead firms to offer excessive product variety from the 
social standpoint. A firm may even completely foreclose competing firms 
from the market by introducing a new product. Restricting the ability of firms 
to offer new products could increase welfare. Klemperer and Padilla even 
applied the model to the then live policy debate about Sunday trading, argu-
ing that ‘if—as many shopkeepers argue—customer loyalty to shops is impor-
tant, then [under certain conditions] shops will open for a socially excessive 
number of hours’ (ibid.: 483).

Gilbert and Klemperer (2000) developed an equilibrium theory of ration-
ing. In a simple model of pricing, a monopolist would never want to set a 
price in which all consumer demand was not met (a price with rationing). The 
argument is simple: the monopolist can make more money by raising the 
price and selling the same output. However, Gilbert and Klemperer consid-
ered a two-stage set-up where consumers have to make an upfront investment 
to enter the market. In this case, the monopolist might want to precommit to 
keep the price low in order to encourage more consumers to enter. Although 
ex post the rationing is inefficient, it can yield higher profits if the firm is able 
to commit to it. This paper was later developed in the context of auction 
theory in Bulow and Klemperer (2002).

Klemperer’s interest in oligopoly theory was not just theoretical. He wanted 
to apply his theoretical ideas to policy and his opinion was sought after. He 
was an adviser to the US Federal Trade Commission 1999–2001 (adviser on 
merger and competition cases and policy) and also a member of the UK 
Competition Commission 2001–2005 (and later adviser 2006–2014). He 
also undertook an applied analysis of the major economic issues raised by the 
1997 Tobacco Resolution and the ensuing proposed legislation that were 
intended to settle tobacco litigation in the United States (see Bulow and 
Klemperer 1998). In addition, Klemperer wrote about the appropriate breadth 
of patent or copyright protection (see Klemperer 1990), stimulated by a 
debate about whether Japan’s very narrowly defined patents took unfair 
advantage of American technology, and he has contributed to subsequent 
public policy debate in this area (see Klemperer 2004a).3`

3 Klemperer also contributed to the UK government’s 2006 Gowers Review of Intellectual Property.
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3  Auctions in Theory

‘Auction Theory is one of economics’ success stories. It is of both practical and 
theoretical importance: practical because many of the world’s most important 
markets are auction markets…; theoretical because lessons from auction the-
ory have led to important insights elsewhere in economics’ (Klemperer 
2004b: 1).

A new line of study started with Klemperer in the mid-1990s, coinciding 
with a renewal of an old partnership with Jeremy Bulow. However, it is impor-
tant to note that Klemperer had already used an auction framework both in 
his 1987 paper with Peter Cramton and Robert Gibbons (see Cramton et al. 
1987) and in Klemperer and Meyer (1989), discussed above. Significantly, for 
future research, the Cramton et  al. paper was inspired by the Federal 
Communications Commission’s allocation of licences for cellular telephone 
franchises and also the Federal Aviation Administration’s allocation of landing 
slots. Cramton et al. showed that achieving the optimal allocation involved 
payments depending on all bids and not just the winning bidder paying—this 
is very different to standard auction mechanisms such as first- or second-price 
auctions. However, they also showed that standard mechanisms can achieve 
the efficient outcome if the initial partner shares are close enough to equal.

The title of Bulow and Klemperer (1994), “Rational Frenzies and Crashes”, 
does not mention auctions, but is about a Dutch auction where a seller has 
multiple units to sell and starts from a high price. Buyers have a valuation for 
buying one unit coming from a common distribution, which is known. The 
key point is that buyers can choose to bid or delay. If at least one buyer offers 
to buy at the current price, the other buyers are also asked if they wish to buy 
at the current price. This simple auction is solved using revenue equivalence. 
What Bulow and Klemperer showed is that once one person has bid and been 
allocated a unit, others may wish to also buy since removing the unit pur-
chased will raise the price buyers can expect to pay. This case of multiple 
purchases at a single price is a frenzy. However, if unexpectedly few bidders 
then participate in the frenzy, the information that that reveals about demand 
means the price has to fall a long way to tempt another bidder to make an 
offer—a crash. Although derived for a specific model, Bulow and Klemperer 
believe the lessons will apply to a wide range of models.

In their 1996 paper “Auctions Versus Negotiations”, Bulow and Klemperer 
pose the question: when selling a firm, should you employ ‘an auction with no 
reserve price or an optimally-structured negotiation with one less bidder? We 
show under reasonable assumptions that the auction is always preferable’ 
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(ibid.: 180). However, the paper is as important for the way it models the auc-
tion process in terms of a monopoly, and looks at marginal revenues instead of 
prices. The price is the value of the bidder; the quantity is defined by the 
cumulative density of the bidder’s value. Marginal revenue (MR) is then the 
derivative of price times quantity, with the optimal price for the monopolist 
occurring when MR is zero (assuming the seller has no cost). The analogy 
works because,

just as the expected revenue from a take-it-or-leave-it price can be calculated by 
multiplying that price by the probability of sale at that price, expected revenue 
can also be found by taking the area under the MR curve for all the values in 
excess of the take-it-or-leave-it price. The seller may be thought of as receiving, 
in expectation, the MR of the buyer when it is positive, and zero when the 
buyer’s MR is negative (ibid.: 183–184).

This approach was originally developed by Bulow and Roberts (1989) for 
bidders with independent private values, but the Bulow and Klemperer paper 
shows how to extend the approach to all auctions in which bidders’ signals are 
independent, whether values are private or common or something in between, 
and then—a key insight—to all ascending auctions, whether or not bidders 
have independent signals. So, the expected revenue from any ascending auc-
tion is given by the marginal revenue of the bidder with the highest signal.

The Bulow and Klemperer paper also shows the usefulness of this approach. 
Using marginal revenue analysis, it is simple to show what was not otherwise 
obvious: that so long as all bidders are serious (in the sense that their valua-
tions exceed the seller’s actual value), then adding an extra (serious) bidder to 
an ascending auction with no reserve price will, under mild conditions, always 
increase expected revenue more than adding the use of a reserve price.4

Klemperer went on to promote his view that ‘connections between auction 
theory and standard economic theory run deeper than many people realise’ 
(Klemperer 2000: 2) and applied the auction-theoretic perspective to a wide 
variety of applications, in his aptly titled Econometric Society World Congress 
lecture, “Why Every Economist Should Learn Some Auction Theory”. Put 
simply, Klemperer believes that many markets can be understood as 
equivalent to particular type of auction markets. Alternatively, auctions are a 

4 Bulow and Klemperer also use a similar marginal revenue approach to examine the effect of price con-
trols on rent-seeking and consumer welfare (see Bulow and Klemperer 2012). They further highlighted 
the importance of attracting new entrants in their paper “Why Do Sellers (Usually) Prefer Auctions?” 
(Bulow and Klemperer 2009).

29 Paul David Klemperer (1956–) 



722

way of setting up a market. A well-designed auction can yield a desirable out-
come where for some reason no market exists.

In Klemperer (1998), “Auctions with Almost Common Values: The ‘Wallet 
Game’ and Its Applications”, he considered the following classroom experi-
ment: two students are picked, each checks how much is in his or her wallet; 
the combined contents of the wallets are then auctioned to the two students 
using an English auction. The problem for each student is that they only 
know the value of their own wallet, not the value of the other student’s wallet. 
There are many equilibria to this, but only one symmetric equilibrium (both 
bidders offer up to twice what was in their own wallet). Klemperer went on to 
consider situations where bidders have almost common values: that is one 
bidder has a slightly higher value. He found that small differences in valua-
tions would lead to far from symmetric outcomes. In terms of the Wallet 
Game, suppose player 1 has a small advantage (he gets a bonus of £1 if he 
wins). Even this tiny advantage can mean that player 1 always wins the Wallet 
Game, which is very unlike the symmetric equilibrium. In practice, many 
economic situations might involve situations where there is a small advantage. 
In a takeover, one firm might have a toe hold, leading it to bid more aggres-
sively and lead to other bidders being discouraged due to an increased win-
ner’s curse (see Bulow et al. 1999). Alternatively, in a takeover contest, one of 
the firms might have more synergies to exploit than others. Klemperer argued 
that this applied to the 1995 takeover of Wellcome by Glaxo: Glaxo had more 
to gain than other potential bidders such as Zeneca and Roche. Glaxo made a 
first bid and the others dropped out. Possible ways around these problems 
included sealed-bid auctions or multi-stage auctions such as his Anglo-Dutch 
auction proposal (see Klemperer 1995b).

In “The Generalized War of Attrition”, Bulow and Klemperer (1999) used 
the Revenue Equivalence Theorem from auction theory to solve the case 
where N+K firms were competing for N prizes. Such wars of attrition occur 
when a number of firms are competing for a fixed number of slots (for exam-
ple, firms competing to supply wireless telephony in major US cities) or where 
there is a battle to control a new technology and set the standards. Previous 
analysis had focused on the two-firm case. Bulow and Klemperer instead 
looked at the more general natural oligopoly case: ‘The natural oligopoly case 
yields a striking result: there is “instant sorting”, so K-1 firms will exit imme-
diately, leaving only N+1, or one too many firms to battle for the N prizes’ 
(ibid.: 177). This instant sorting result is a general feature of these games.

Bulow and Klemperer (2002), “Prices and the Winner’s Curse”, developed 
themes from Klemperer (1998). In particular, they showed how in ascending- 
price auctions increasing supply might in fact lead to higher prices because it 
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encourages weaker bidders to participate, since the greater supply alleviates 
the winner’s curse they face. More active bidders can result in a higher price. 
Furthermore, when there are even small deviations from common value, the 
auction can behave very differently from the common value auction. This 
insight was to have important implications when it came to designing auc-
tions in practice because in real life, pure common values are almost never 
found. It is a case of economic theorists spending time looking at the case that 
is easy to solve. If auction theorists want to produce relevant models, they 
need to stop looking at the simple models and look at something more realis-
tic. Even small deviations from the simple case can lead to very different 
outcomes.

4  Auctions in Practice

In an interview, Klemperer explains his fascination with auctions: ‘I thought 
that if we couldn’t understand auctions, then we probably couldn’t under-
stand how the whole economy works. But by learning about auctions, we 
could learn about more complex environments, and auction models could be 
the building blocks for modelling more complex economic systems’ 
(Klemperer in Petropoulos 2015). Klemperer (2002a, 2003) discussed the 
pitfalls of moving from theory to practice. In his opinion, ‘most of the exten-
sive auction literature…is of second order importance for practical auction 
design. The literature largely focuses on a fixed number of bidders who bid 
non-cooperatively’ (Klemperer 2002a: 170; italics in original). In contrast, 
‘what matters in auction design are the same issues that any industry regulator 
would recognise as key concerns: discouraging collusive, entry-deterring and 
predatory behaviour. In short, good auction design is mostly good elementary 
economics’ (ibid.: 169–170). There was thus a link between the development 
of real-life auctions and the extensive research Klemperer had made in indus-
trial organisation (IO) issues reviewed in Section 2 and his work with real-
world regulation and competition policy in the United States and the United 
Kingdom.

Klemperer has been involved in advising governments on many issues, but 
by far the highest profile policy engagements were applying auction theory to 
real auctions. Specifically, he has been closely involved in two very high- profile 
auctions.
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4.1  The Biggest Auction Ever

The first auction was “The Biggest Auction Ever: The Sale of the British 3G 
Telecom Licences” (Binmore and Klemperer 2002). The biggest ever auction 
was held in the United Kingdom over the months of March and April 2000 
and involved the sale of the third generation (3G) mobile spectrum licences. 
Klemperer was part of a team with other members, including Ken Binmore, 
Tilman Börgers, Jeremy Bulow, Philippe Jehiel and Joe Swierzbinski (this was 
the result of a successful bid for the assignment by the ESRC Centre for 
Learning and Social Evolution based at UCL; Klemperer’s role was as the auc-
tion specialist). The team had started to advise the British government on the 
design of the auction three years earlier in 1997. The starting point was the 
view that ‘a well-designed auction is the method most likely to allocate 
resources to those who can use them most valuably’ (ibid.: C75). The only 
practical alternative was a beauty contest: government officials or experts 
choosing the most attractive bid, a process notoriously open to issues of politi-
cal and legal influences. Auctions could also raise a lot of money for the pub-
lic purse.

The aims of the UK auction were to assign the spectrum efficiently, to pro-
mote competition and to realise the full economic value. The auction was 
designed to meet these objectives taking into account the specific features of 
the British telecoms market. Early on in the process, the team recognised that 
it was very important to encourage entry and not to restrict competition to 
the existing 2G suppliers. Whilst the possibility of a royalties-based payment 
scheme was considered, this was ruled out as inferior to the one-off sunk cost 
payment which would involve less distortion in the operations of 3G after the 
auction.

The government initially proposed that the auction should be for a fixed 
number of four licences with no bidder getting more than one licence. Since 
the then current number of 2G incumbents was also four, there was a real 
concern that no potential entrant would be willing to bid against the (likely 
much-stronger) incumbents in an ascending auction—precisely the concern 
that Klemperer had raised in his 1998 Wallet Game paper discussed above—
and that a pure sealed-bid auction would risk substantial inefficiency. So, the 
team went for a version of Klemperer’s (1995b, 1998) Anglo-Dutch auction: 
the four licences would be auctioned with an English ascending price auction 
until there were five bidders left. Then the five bidders would make a sealed 
bid for the licences and the four highest would get the licences and pay the 
fourth highest bid. In the end, however, the government decided to issue five 
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licences. As such, since one licence was the most any one firm could be allo-
cated, at least one new entrant would be guaranteed to win, and a simultane-
ous ascending auction was used.

The auction was a great success from the perspective of the government 
raising revenue. There were 13 bidders at the start of the process. In the end, 
the new entrant (Hutchison Whampoa, under the brand 3 Mobile) won the 
largest licence A, the four incumbents the other licences with total revenue of 
$34bn, which was used by Chancellor Gordon Brown to pay down the public 
debt. Binmore and Klemperer found that ‘Auction design is a matter of 
“horses for courses”, not one size fits all; each economic environment requires 
an auction design that is tailored to its special circumstances’ (Binmore and 
Klemperer 2002: C94).

There were, however, many critics in the popular press who argued that the 
weakness of the auction was the (standard economists’) belief that, since the 
auction payments were sunk costs, the prices consumers would pay in the 
United Kingdom would be unaffected. Soon after the auction, The Guardian 
newspaper ran an article titled “Consumers Pay the Price in 3G Auction”, 
claiming, ‘Those countries which opted for the beauty contest route—namely 
France, Portugal, Spain, Norway and Finland—face no such embarrassing 
post mortems and are likely to enjoy far more sophisticated 3G services as a 
result’ (Osborn 2000: 33).5 These fears do not seem to have been borne out in 
practice.6 There was also a telecoms crash in 2001 in which the market value 
of shares in telecommunications companies across the developed world fell 
significantly and many jobs were lost in the UK and elsewhere. But Klemperer 
argued that the auction itself was not at fault: he pointed out that some of the 
firms that fared worst in the telecoms crash were ones who had bid unsuccess-
fully in the United Kingdom (citing NTL); that the fees paid in all the 
European 3G auctions amounted to only one-fortieth of the losses in the 
crash they allegedly caused; that the US telecoms sector lost more than four 
times as much money in the crash as its European counterpart (although there 
were no 3G auctions in the United States); and that the mobile industry lost 
a greater percentage of value in the crash than fixed-line operators (which suf-
fered no auctions) (see Klemperer 2002b: 21).

Klemperer (2002a, c, 2003) explained why he thought the British auction 
was much more successful in meeting its objectives than most of the other 3G 
auctions held in Europe (there were almost simultaneous auctions held in 

5 For Klemperer’s view on the state of auction theory at the turn of the century, see Klemperer (1999).
6 For example, Park et al. (2011: 118) argue that the ‘results show no evidence to support claims of nega-
tive effects of spectrum auctions [on consumers] in the mobile communications market’.
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Austria, Germany, Holland, Italy and Switzerland): ‘[M]any auctions—
including some designed with help of leading academic economists—have 
worked badly’ (Klemperer 2002a: 169). His judgement about the other 
European spectrum licence auctions was that, ‘These other auctions were fias-
cos primarily because they were poorly designed’ (ibid.). Auctions are often 
wide open to collusion. For example, in a German ascending auction in 1999 
two bids were made by two large German telecoms companies which meant 
they had half each. The companies then stopped bidding, which in Klemperer’s 
analysis was collusive ‘live and let live’ (ibid.: 171) behaviour. The other key 
issue in practice is to allow entry to occur in the auction process rather than 
restricting auctions to incumbents. ‘In an ascending auction, there is a strong 
presumption that the firm that values winning the most will be the eventual 
winner, because even if it is outbid at an early stage, it can eventually top any 
opposition’ (ibid.: 172). So, Klemperer believes that in many contexts an 
ascending auction favours stronger firms and incumbents against weaker firms 
and potential entrants. A good auction design needs to address these issues.

4.2  The Financial Crisis and the Product-Mix Auction

In the financial crisis, a new problem faced central banks. Central banks have 
a role as lender of last resort and from time to time need to provide liquidity 
to commercial banks and so on. As Bagehot had described it, the central bank 
made loans to solvent banks in return for collateral assets. In the past, since 
solvency implied that the value of assets was at least as great as liabilities, this 
was a straightforward procedure. However, the 2007 banking crisis7 was dif-
ferent to what had happened in the previous half century: it was a systemic 
crisis that affected many banks and was in part triggered by the general uncer-
tainty of some asset values and in particular some assets were held to be toxic 
(possibly worth very little). Banks had stopped lending to each other because 
of the uncertainty about the value of each other’s balance sheets and required 
the Bank of England to step in and provide liquidity. The new problem faced 
by the Bank was how to allocate and price the liquidity provided given that 
some of the collateral on offer would be less than perfect. As Klemperer 
described it, after the 2007 Northern Rock bank run: ‘The Bank of England 
wanted urgently to supply liquidity to banks and was therefore willing to 
accept a wider-than-usual range of collateral, but it wanted a correspondingly 

7 The crisis is often thought of as beginning with the collapse of Lehman Brothers in September 2008, but 
the September 2007 Northern Rock bank run—Britain’s first bank run since the 1800s—was one of the 
early signs of trouble.
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higher interest rate against any weaker collateral it took’ (Klemperer 
2010a: 526).

Paul Klemperer had a solution to the problem. It originated from his belief 
that auctions could act like markets, and that if you knew what the efficient 
or desired market outcome looked like, then an auction could be devised to 
yield the desired market outcome. In this case, the market Klemperer had in 
mind was one of competitive markets simultaneously clearing for different 
qualities of asset. He dubbed the auction the Product-Mix auction, the theory 
of which was written up in a 2008 Nuffield College Working Paper (see 
Klemperer 2008) and was eventually published in a slightly revised form as 
“The Product-Mix Auction: A New Auction Design for Differentiated Goods” 
(Klemperer 2010a). Banks needed an auction design that was quick to execute 
and not like the long drawn out 3G licence auction of 2000.

Let us assume that the collateral has two standards according to credit rat-
ing criteria: strong and weak. Bidders make sets of bids, with each bid specify-
ing a quantity of money to be borrowed from the central bank and two prices, 
one price (the interest rate the bidder will pay) for each type of collateral the 
bidder might use. (If the bidder has only one type of collateral available it bids 
zero on the other type.) These bids make a demand curve for the liquidity 
supplied by the central bank. There are several banks bidding for liquidity 
from the central bank, which provides an element of competition. If there 
were only one bank, it could offer the lowest possible interest rate on just the 
weakest (worst) collateral. With more than one bank, this unattractive bid 
will be outbid, even if the other banks are bidding for the other collateral, 
because the auction decides the prices and quantities, given the bids, in both 
the strong and weak collateral markets at the same time.

The exact way the central bank decides to do this will depend on its objec-
tives. It may have a fixed supply, or be willing to vary the quantity supplied 
with the interest rate. Either way, the auction can determine prices for each 
collateral, and how the supply is allocated across the two markets. The central 
bank can express its preferences in terms of its supply function: if it is unwill-
ing to accept much weak collateral it can require a premium over the strong 
collateral that is increasing in the amount of weak collateral accepted.

In the auction, there is only one price for each type of collateral (uniform 
pricing), as in a competitive market. The central bank chooses a minimum cut 
off price for each collateral and accepts at most one offer from each bid, with 
all offers at or above the cut-off paying the cut-off price. Again, this mimics 
the competitive market where all demand for any good is met at the same 
price and all those with positive demands above this price get what they ask 
for (as in a standard competitive market, this is the source of consumer, i.e. 
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bidder, surplus). If the prices offered for the two collaterals in a bid are both 
above the cut-off price, the collateral that maximises the bidder’s surplus is 
chosen. Each bidder can make multiple bids.

The product-mix auction proved to be a hit with the Bank or England: 
Governor Mervyn King said that the auction was ‘a marvellous application of 
theoretical economics to a practical problem of vital importance to financial 
markets’ (King quoted in R.D. 2012). In order to understand the importance 
of Klemperer’s product mix auction one has to consider what the central bank 
would have done without it. The US Treasury had previously simply fixed 
either the price (interest rate) or quantity of different types of asset. In this 
case, it is easy to make a poor choice of price or quantity, since the auctioneer 
cannot condition on the information that is generated by the bids in 
Klemperer’s design. Klemperer argues that it is best to have a single auction 
for all products (types of collateral) as it enables the central bank to use all the 
information to decide how much of each product to allocate. It also means 
bidders automatically use the collateral that is best for them given the auction 
prices, whereas they would have to guess which auction was best for them to 
bid in if the products were sold in separate auctions. The product-mix auction 
also reduces the market power of bidders as there is competition between buy-
ers across the different products.

The Bank of England went on to develop the product-mix approach: in 
2014, it no longer predetermined the total quantity and introduced more 
than two types of asset. Iceland also planned, and programmed, a version of 
the auction in 2015, although the plan to use it was dropped in the 2016 
political crisis (see Klemperer 2018). Part of the reason for the success of the 
product-mix auction was that it can be explained in terms of a simple supply 
and demand figure (for the two asset-type case at least), which was easily 
understood by policy makers in the central banks. This was made possible by 
Klemperer having developed the idea that auctions are a form of market which 
itself is often easier to understand than what can often be complicated auction 
theory. This talent for making complex ideas and models simple harks back to 
his experience in designing allocation mechanisms for the NHS in the late 
1970s. Complex models are unlikely to be accepted by policy makers unless 
they can be explained simply. This is a talent few academic economists possess.

In addition, Klemperer developed simple software which could be used to 
implement his ideas: Product-Mix Auction Software, which is free to use.8 It 
includes options for maximising efficiency (the aggregate of the auctioneer’s 
and bidders’ profits) or maximising the auctioneer’s profits. Also, the software 

8 The software can be downloaded at: http://pma.nuff.ox.ac.uk/.
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includes the possibility of discriminatory (pay-as-bid) pricing replacing uni-
form pricing. In the Version for Budget-Constrained Bidders, Klemperer shares 
the design he developed for the Icelandic government. This version can be 
applied to situations where a country’s creditors exchange their claims (nomi-
nal amounts of debt) for a choice among new debt instruments, or an acquired 
firm’s shareholders exchange their holdings (numbers of shares) for a choice of 
cash or new shares. The software is developed with another of his students, 
Elizabeth Baldwin.9

Klemperer has also worked on auctions in other aspects of public policy. In 
2002, he advised the UK government on the world’s first auction for green-
house gas emissions reductions, working with Nobel prize-winner Eric Maskin. 
He also participated in the meeting that drafted the Potsdam Memorandum to 
the 2007 UN Climate Change Conference in Bali (see Klemperer 2007, 2010b). 
Klemperer has also been on the Environmental Economics Academic Panel to 
the UK’s Department of the Environment (Defra).

5  Conclusion

Paul Klemperer continues to innovate with ideas relating to new hybrid capi-
tal for banks in order to increase financial stability (see Bulow and Klemperer 
2015); a new approach to modelling preferences and equilibrium based on 
geometry (see Baldwin and Klemperer 2019); the effect of price controls on 
rent-seeking and consumer welfare (see Bulow and Klemperer 2012); and 
continues to seek improvements in auctions (see Erdil and Klemperer 2010). 
However, it is possible to look back over his career from the perspective of 
2019. One often finds when one looks at successful people and their lives that 
things just seem to effortlessly come together, with different parts reinforcing 
each other. This may be something of an ex-post rationalisation of what are 
unconnected random events. However, the temptation is very strong when 
one considers how the elements of Klemperer’s research and auction design fit 
together almost perfectly.

His early experience in the world of consultancy and working for firms like 
IBM, Monsanto and Arthur Andersen gave him experience of real-world 
problems and the need to explain and apply complex ideas in a simple way. 
Whilst he started as a mathematician at Cambridge, he switched to 

9 In addition to being the main (usually, only) supervisor of around 15 doctoral students who have gone 
on to Professorships, Klemperer supervised the Master’s theses that were the first research of many other 
students who went on to distinguished careers, such as Jon Levin, Eric Budish, and Shengwu Li (Professors 
at Stanford, Chicago, and Harvard, respectively, at the time of writing).
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engineering because he wanted to apply mathematical ideas. However, driven 
by intellectual curiosity, he ended up at Stanford from 1980 to 1984, moving 
from MBA to PhD. Stanford was buzzing with ideas at that time and inspired 
much of Klemperer’s research for the following decade and beyond; from 
strategic complements and substitutes to work on consistent conjectures and 
switching costs, Klemperer developed new ideas and approaches to problems 
both with co-authors and as sole author. If one met Paul during this period, 
as I did, one would have described him as an IO economist with a theoretical 
bent. He developed the understanding of market power over time, oligopolis-
tic interaction and entry. His papers almost always have simple mathematical 
examples, diagrams which explain in a clear way what are often very abstract 
models and reasoning.

The next stage of his career was dominated by auction theory. There were 
of course many very smart theorists researching in this field. Klemperer soon 
developed his own way of understanding auctions as markets. In his view, 
most auction theorists looked at the details of special cases that assumed away 
the issues found in real-life auctions. Whilst there are techniques and insights 
that are central to auction theory, such as revenue equivalence, you need to go 
further to understand real auctions, considering the factors found in real mar-
kets such as collusion, entry and asymmetric equilibria. This is what Klemperer 
proceeded to do. He was involved in two large and important auctions: as a 
team member in the 2000 3G spectrum auction in the United Kingdom and 
later as the sole designer of the product-mix auction for the Bank of England 
in the wake of the financial crisis. This built upon his previous work in indus-
trial economics and oligopoly theory. The importance of being able to explain 
solutions in a simple way was an essential part of his success in persuading 
central bankers and policy makers to adopt his advice. Part of his ability to do 
this was his geometric intuition which enabled him to depict simple cases in 
diagrams.

Indeed, Klemperer has become something of an apostle of auction theory. 
In his opinion, all economists should know some auction theory. Since one 
can think of an auction as a market, understanding auctions can help us 
understand markets and vice versa. Auctions can be set up to obtain efficient 
or desirable outcomes where markets fail or are absent. However, the design 
of auctions needs a sound grasp of how markets work. Klemperer has proven 
himself not only an apostle of the theory but also a wizard of auction design.

 H. Dixon
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30
John Vickers (1958–)

Peter Sinclair

1  Introduction

Research, teaching, editing, consulting, industry, finance, public service and 
university administration are the eight principal activities that economists 
may undertake in their professional careers. Many do two or three of these. 
Just a few, at some point or other, might end up having done as many as four 
or five. But very rarely more. At various stages of his life, John Vickers has 
done all eight, and with real distinction.

The structure of this chapter is as follows. Sections 2, 3, 5, 6, 7, 8, 9, and 
10 explore each of those activities. The sequence starts with industrial experi-
ence (Section 2) and turns to consulting (Section 3). Then Section 4 goes back 
to Vickers’ early life and studies up to the end of his undergraduate course at 
Oxford. Section 5 is substantial; it covers research and research partnerships, 
as well as academic papers specifically within the general area of industrial 
organisation. Editing, a briefer section, follows at Section 6, and then finance 
at Section 7. Public service is discussed in Section 8, teaching in Section 9, 
and the last of the eight activities, university administration, forms the subject 
matter of Section 10.

P. Sinclair (1946–2020)
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2  Industry

Vickers’ industrial experience took the form of some 16 months with Shell, 
undertaken directly after the completion of his undergraduate degree in 1979. 
This was at a turbulent time. The period 1979–1981 witnessed a great surge 
in oil prices. The macroeconomy’s two-way interactions with energy prices 
appeared quite manic. Then, as now, they were not particularly well under-
stood. Shell is an Anglo-Dutch giant. As fossil fuel exporters come lately to 
the game, both its parent countries experienced sharp real exchange rate 
appreciation. Most Organisation for Economic Co-operation and 
Development (OECD) countries saw rising unemployment, as well as ele-
vated inflation.

The aftermath of the Organization of the Petroleum Exporting Countries’ 
(OPEC) oil price hikes offered a deeper insight about the nature and teaching 
of economics. Keynes’s General Theory in 1936 led to the division of our sub-
ject into two separate sub-disciplines, micro and macro. From the Second 
World War onwards, in universities across the world, professional economists 
would all too often get encouraged to specialise on one side or the other of 
this mental canyon. Much of microeconomics became a land of topology, 
lemmas and theorems directed formally at narrow issues in sharp focus. Much 
of macroeconomics degenerated into a crude form of impressionism, with 
vivid splashes of colour around little more than a sad little income- expenditure 
diagram view of the world.

Vickers is one of many economists who considered that development as 
retrograde. Microeconomics provides the best instruments for analysing prob-
lems logically and systematically. Macroeconomics offers the grandest canvas 
for portraying those problems. The way that these two areas have for so long 
been taught is unhelpful, because it makes them seem distinct and unrelated. 
But in fact, they are complementary. Vickers once suggested half-jestingly in 
conversation that good macroeconomics might be defined as that branch of 
microeconomics that deals with the mechanics of aggregation. He agreed with 
Robert Solow’s oft-quoted opinion, that the absence of micro-foundations in 
macro was probably much less alarming than the absence of macro- foundations 
in micro. Reflections on the oil crises of the 1970s revealed the essential unity 
of economics.

The oil markets were exceptionally interesting for a young economist then. 
Most of the raw material was extracted in a few countries with low costs, but 
there was a fringe of smaller producers where costs, both fixed and variable, 
were quite large. The products were not greatly differentiated. Competition 
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was evident, but qualified. In some respects, its market structure resembled a 
classic oligopoly. Countries were quantity setters, with many attempting to 
control prices, sometimes with great success for a while, within the umbrella 
of an international cartel (OPEC). Vertical separation was a prominent fea-
ture: transportation, refining and selling were the preserve at that time of just 
seven huge companies, of which Shell was one.

Since oil in the ground is an asset, and reserves are subject to an unknown 
upper limit, intertemporal choices and uncertainty are central. Vickers’ expe-
rience with Shell and the enigmas of the oil markets built a firm foundation 
for his later research on the dynamics of oligopoly. Section 5 of this chapter 
will consider his path-breaking papers with Harris and others on patent races 
and innovation in duopolistic environments. Pondering oil markets in 
1979–1980 may well have helped to influence that research agenda.

3  Consulting

No less influential for Vickers’ later career than his time at Shell was the ser-
endipity of being invited in the summer of 1979 to assist on a consulting 
project by his undergraduate economics tutor at Oriel College, Derek Morris. 
Morris, along with others, formed a very powerful team. They included 
Jeremy Lever QC and Carl Christian von Weizsäcker, and other lawyers and 
economists, right at the frontiers of the modern theories of industrial 
organisation and regulation, who would also become lifelong friends. What 
brought the group together was the task of advising IBM on how best to pre-
pare for a case that the company realised would later be brought against it, by 
the European Commission (EC). This was Vickers’ first experience of eco-
nomic consulting. The EC had alleged that IBM was employing anti-compet-
itive practices, in contravention of the prohibition of abuse of market 
dominance in the Treaty of Rome. The team advising IBM had to furnish 
arguments to demonstrate that it really wasn’t.

In the end, the issue was eventually settled out of court. The multifaceted 
case provided the young Vickers with a window into a set of intriguing ques-
tions at the intersection of law, welfare economics and firms’ behaviour. 
Probing the dynamics of competition would in due course come to frame a 
major part of his career, as researcher and no less, later on, as regulator. In 
2008, Vickers wrote about the later Microsoft case in Competition Policy 
International (Vickers 2008).

One immediate consequence was meeting a member of the team, Jeremy 
Lever. Lever had been a Fellow of All Souls College, Oxford, for over 20 years. 
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Having heard about Vickers’ Finals results, Lever encouraged him to sit the 
examination for a Prize Fellowship there. Vickers did so and was duly elected. 
That was in November 1979. Vickers has retained his links with All Souls. 
Forty years later, he has already served as its Warden for over a decade.

4  Early Life

This is to run too far ahead, however. Let us move now to the start. Where did 
John Vickers grow up? Where did he go to school? He was born on 7 July 
1958. He and his brother spent their boyhoods close to the centre of 
Eastbourne, by train an hour or so south of London, on the Sussex coast. 
While nearby Brighton, its western brother, is raffish, Eastbourne is a town of 
elegance, now gently fading. It nestles in a dell, sheltered by a range of mag-
nificent hills, “the Seven Sisters”. His family ran a shop selling numerous 
objects of considerable utility for both residents and holidaymakers, such as 
handbags and umbrellas. His father served for over 50 years on its town coun-
cil, chaired its finance committee and took his turn as mayor.

Vickers was educated first at Meads Church of England Primary School 
and then from age 11, at Eastbourne Grammar School for boys. The Grammar 
School is now a sixth form college. Both it and its sister institution for girls, 
the High School, were State schools. They charged no fees but were selective. 
To enter, you needed to do well in an examination based on language, logic, 
puzzles and maths. In Eastbourne, the pass rate was about 25%. The quality 
of the education was high. In the sixth form, Vickers took four A level courses: 
Mathematics, Advanced Mathematics, History and a combined course in 
Economics and Politics. For nearly all pupils, Maths A Level was partnered 
with Physics and Chemistry, and not with subjects from the humanities or 
social science stable. The school had to go to some trouble to alter its timeta-
ble to permit the unusual combination which their star student had requested. 
It is much to their credit that they did accommodate him.

Economics was well taught by an Oxford graduate, Ronnie Ladbroke. 
Ladbroke would sport a Marylebone Cricket Club (MCC) tie. He was a keen 
cricketer. Vickers shared that enthusiasm, as both player and spectator. 
Cricket, with its numerous complexities and fascinating uncertainties which 
make game theory look almost pedestrian by comparison, has profound 
appeal to many economists. Though he did not know it at the time, it was also 
an abiding interest for two of Vickers’ future Oxford economist colleagues, 
Michael Bacharach and Walter Eltis. Ladbroke had imbibed his economics at 
University College Oxford, partly from the future Prime Minister, Harold 
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Wilson. Wilson was at that time a recently graduated researcher, working for 
Lord Beveridge, the main architect of Britain’s modern welfare state.

Among the other staff at Eastbourne, one of Vickers’ maths teachers was 
said to have worked in his youth with Barnes Wallis, the father of the 
Dambusters’ bouncing bomb. History was taught impressively by Ken Reed, 
a Cambridge graduate, and an unusual and charismatic individual with 
sophisticated views. Reed enlivened his course by introducing his pupils to 
Marx and Popper. History for Reed was so much more than “just one damned 
thing after another”.

Eastbourne Grammar School sent alumni to Oxford and Cambridge occa-
sionally and knew little about how to navigate their admissions process. The 
school advised Vickers, who was keen to study Philosophy, Politics and 
Economics (PPE), to apply to Magdalen College, Oxford. Two of Magdalen’s 
PPE tutors were very forceful talkers, inclined to admire that quality in others; 
they could well have misinterpreted Vickers’ reserve and brevity at interview. 
Assured later that they would certainly have offered him a place, Vickers was 
trumped with a scholarship by Oriel College. So, that is where he went up, in 
1976, three months after his 18th birthday.

Oriel’s tutors at that time were Jonathan Barnes (philosophy), Derek Morris 
(economics) and Christopher Seton-Watson (politics). The first-year course 
involved all three subjects. After that you could stay with all three or you 
could drop one, to extend your study of the other two. In her final two years, 
a PPEist could choose to do no economics or to allocate anything from one- 
quarter to effectively three-quarters of her time to that subject. Vickers was 
committed to economics from the start. He had at first expected to drop 
philosophy. But he was so taken by it that, when the time came, he opted to 
forego politics instead.

Oriel was a friendly, united college. Vickers was sufficiently popular and 
respected to be elected secretary of Oriel’s Junior Common Room. Sport con-
sisted mainly of cricket, supplemented by croquet and by bridge, where he 
partnered his philosophy tutor. Two of his four optional Finals papers were 
Philosophy of Language with Jonathan Barnes, and Philosophy of Mind, with 
David Charles, who succeeded Barnes after he moved to Balliol College. The 
other two were in economics. One was the Economics of Industry (Oxford’s 
quaint term for industrial organisation (IO)), which he studied with Derek 
Morris. The other was Money, with Peter Sinclair at Brasenose. Nearly all of 
Vickers’ subsequent professional work and research were to fall within the 
ambit of those two optional papers. Sinclair was, by chance, one of the PPE 
examiners in 1979, and can testify to the fact that Vickers’ examination results 
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were simply stellar. He was widely agreed to have gained the highest set of 
first-class marks in PPE since the war.

5  Research

This section begins by describing several of the main events that occurred in 
John Vickers’ career in the years shortly after 1981. In Section 5.1, the focus 
is on his postgraduate studies, and the main research that he conducted in 
industrial organisation in the years that followed is explored in Sections 5.2, 
5.3, 5.4, and 5.5.

5.1  Academic Apprenticeship

As a Prize Fellow of All Souls, Vickers was quite free to undertake postgradu-
ate study if he wished, or to pursue a non-academic career. We saw how he 
started working with Shell. But from October 1981, he enrolled into Oxford’s 
two-year MPhil course in Economics. The programme consisted of compul-
sory work in microeconomics and macroeconomics, followed by three 
optional papers in special subjects, drawn from quite a long list. One of the 
three optional papers could be dropped if you decided to conduct original 
research, and write an MPhil thesis; and that is what Vickers chose to do. The 
MPhil thesis could then form the foundation of a doctoral thesis at Oxford. 
Candidates who did really well in the MPhil were permitted to progress to 
that, if they wished.

Despite the difference in terminology, therefore, the MPhil cum DPhil 
programme was broadly similar to the comprehensives-plus-thesis package in 
a top economics department in the US. With Mirrlees, Sen and Stiglitz all 
teaching on the Oxford programme at about that time, its quality was out-
standing. The modern MPhil syllabus had been shaped by Mirrlees soon after 
arriving in Oxford in 1968. Oxford’s comparative advantage in those days lay 
in theoretical topics, and especially so in the areas of uncertainty, information, 
incentives, agency theory and welfare economics. Mirrlees, Sen and Stiglitz 
would all later be awarded Nobel Prizes. Vickers interacted with all these, and 
others; Stiglitz was a colleague of his, who returned periodically, in All Souls. 
Mirrlees and Sen worked at Nuffield College, barely six minutes’ walk away 
from All Souls. But his principal tutor, his thesis adviser, was not in Oxford. 
That was Partha Dasgupta, who was then at LSE, and would later move to 
Cambridge. Dasgupta would point Vickers to powerful new research from 

 P. Sinclair



741

scholars he knew well, like Maskin, Hart and Hammond. Dasgupta was inter-
ested in a vast range of topics, including welfare, agency, games, innovation 
and the dynamics of competition.

Vickers’ MPhil thesis was completed by 1983. It formed the foundation of 
his DPhil, titled “Patent Races and Market Structure”, which was submitted 
successfully in 1985. This doctorate became the springboard of many later 
articles and a long programme of research. Three early papers (Harris and 
Vickers 1985a, b, 1987) were co-authored with Christopher Harris. Harris 
was a brilliant Oxford mathematics graduate from Corpus, who had gone on 
to study economics. He and Vickers were on the MPhil at the same time, and 
both came top of their class, with Harris ahead by a nose for the thesis prize.

5.2  Research in Industrial Organization: 
The Harris-Vickers Collaboration

In the years that followed, Harris and Vickers went on to develop their ideas 
further. The Harris and Vickers partnership was to bear much fruit. Vickers 
admits modestly that while he has a good nose for an interesting problem, 
cracking it rigorously can call for yet greater mathematical skills than he him-
self might muster. They continued to work together, collaborating in their 
1993 paper with Christopher Budd, and with Philippe Aghion for a 1997 
paper. Later on, Vickers and Harris built on that work with Aghion and Peter 
Howitt in tackling a central question in the theory of endogenous growth 
(Aghion et al. 2001): What is the relationship between competition between 
firms, and technological progress? A further Harris and Vickers paper appeared 
in 1995. All but three of these six papers were published in the Review of 
Economic Studies. The fourth, their first in print, Harris and Vickers (1985a), 
had appeared in the field journal, the Journal of Industrial Economics, the 1997 
paper with Aghion appeared in the European Economic Review, and the last, 
with its focus on natural resources, would come out in the RAND Journal of 
Economics.

Various models of endogenous growth can involve externalities, or popula-
tion growth, or fossil fuel extraction, once one of these phenomena is allowed 
not just to influence, but genuinely to interact with, the standard dynamics of 
aggregate output and capital. Still more appealing in the view of many, and 
absolutely consistent with the phenomenon of Harrod-neutral technical 
progress, is the evolution of human capital and the role of training in eco-
nomic growth, which was first demonstrated rigorously by Lucas (1988). But 
what interested Vickers was technological progress. For many years, economic 
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growth models had treated it as a mysterious exogenous parameter, if they 
allowed for it at all. Meanwhile, most of the IO literature about innovation 
tended to focus, alas, on the narrow canvas of partial equilibrium. So, techno-
logical progress would become the most celebrated member of the endoge-
nous growth family of models. But in 1985, hints from Arrow’s concept of 
learning by doing aside, that lay some years in the future.

Technological progress took three stages for Vickers—first, research, then 
discoveries and finally, implementation and diffusion. He was convinced that 
inventors are typically not loners. Observation and history teach that most of 
them, whether successful or no, are far from solitary; rivalry is involved; there 
is a race. That is precisely what Vickers set out to model initially alone and 
soon with Harris.

The framework was deliberately kept as simple as possible. There are two 
inventors. They are running in the same race towards the same objective—dis-
covering a particular new product or process. The one who will get there first 
will scoop all the cream, by securing the patent or the prize. What is needed 
in the race is not just stamina, which they both have, but effort, which is pri-
vately costly. At some early stage in the race, they might conceivably be run-
ning together, or, more likely, one may be ahead of the other, possibly by a 
whisker, possibly by more. One question is this: If one of them is in front, 
does he supply more effort than the rival behind him, or less? Another ques-
tion: Does the gap between the two runners tend to widen, or to narrow, as 
the race proceeds?

What are the answers? If there is symmetry between the two runners, if 
they are patient, and if the race has two stages, the one in front always supplies 
more effort at stage one; and the effort gap goes up as the distance between 
them widens. These answers are general. In a many-stage race, the same find-
ings hold in particular examples. If the runners are impatient (or equivalently, 
if the prize is discounted over time), the desire to get there sooner makes the 
front runner try even harder. These are the findings proved in the 1993 paper 
with Budd, which introduces, and focuses upon, the challenging extension to 
uncertainty.

The setting of the 2001 paper with Aghion and Howitt, as well as Harris, 
combines elements of the important Aghion and Howitt Econometrica 1992 
paper—which, along with Lucas (1988) on training and Romer (1990) on 
invention, constitutes the core of modern endogenous growth theory—with 
the Harris and Vickers (1987) paper summarised above. In Aghion et  al. 
(2001), the runners already produce products, but the extent to which those 
products compete with each other can vary. The runners do not just observe 
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each other; it is possible that they can imitate each other as well. Innovation 
proceeds incrementally, step by step.

The key question here is this: Will the growth rate tend to increase with (a) 
closer competition in the product market, and (b) the probability of imita-
tion? At the risk of oversimplification, one can state that the answer to (a) is 
yes, usually. To (b), the answer is yes, but for sure only if it is low enough, and 
definitely not if it is too high. If a policy maker seeks to maximise growth, 
therefore, we welcome stronger competition in the product market—ironi-
cally, because that whets the competitors’ desire to escape it—but she should 
turn her face strongly against anything but a low chance of imitation. Too 
much copyright infringement definitely needs to be stopped. But all that pre-
sumes, of course, that faster growth is good for welfare, which the Aghion and 
Howitt (1992) paper shows could quite possibly be false. You can have too 
much growth in that model, where the winner takes all, at least until she is 
usurped at the frontier by someone else.

Research racing was not the only field that Vickers explored while complet-
ing his doctoral thesis. There were others. Six further articles appeared in 
1985 and 1986 (Vickers 1985a, b, c, d, 1986a, b), varying in length, but all 
single authored, and devoted mainly to aspects of theory and policy in oli-
gopolistic markets. One was first given at a Royal Economic Society (RES) 
conference and chosen for publication in the Economic Journal. Here, Vickers 
(1985a) looked at why the owner of a firm, call it A, in a Cournot oligopoly, 
whose main concern is the firm’s profits, might want to employ an aggressive 
manager with a quite different objective. If the manager disregarded costs, she 
would raise her firm’s output. If each of the rival firms, owner-managed by 
assumption, continued to set its output to maximise its profit, taking all other 
firms’ outputs as given, it would cut back, earn less profit. But A’s profits 
would go up, even though the industry’s total profits would drop. The moral 
was this: If you want to make as much profit as possible, try to do something 
else, so long as your rivals don’t! Vickers’ aggressive manager makes her firm 
behave rather like a Stackelberg leader.

The other members of this quartet of early, single-authored papers included 
a crisply written survey of modern oligopoly theory much read by students 
(Vickers 1985b), as well as others on predation (Vickers 1985c) and preemp-
tive patenting (Vickers 1985d).
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5.3  The Vickers-Yarrow Collaboration

But theory was not everything. In the real IO world in Britain, the mid-1980s 
witnessed a radical new institutional development. This was denationalisa-
tion, or, as it became known, privatisation. This complemented Vickers’ inter-
est in the rarefied world of abstract models of invention and innovation. What 
should an economist make of the case for privatisation in principle? Was it a 
good or a flawed application of agency theory in practice? Was the sale of State 
assets being handled well? What was the best form of regulation for privately 
run natural monopolies, and were the new instruments of regulation going to 
work satisfactorily? Vickers was intrigued by these questions forming in his 
mind and found that George Yarrow, an economics tutor at Hertford College, 
Oxford, shared his curiosity. The partnership with Yarrow was to be the sec-
ond great collaboration in IO in which John Vickers participated.

At the same time fellowship as these thoughts were starting to form, the 
Fellow Warden of Nuffield College had approached Vickers informally to tell 
him that there was a vacant fellowship there. The post was named after a for-
mer Fellow and eminent economist, Sir Roy Harrod. Vickers applied, and was 
elected to the Fellowship, in the Economics of Business and Public Policy, on 
1 October 1984. He relinquished his Prize Fellowship at All Souls, half a mile 
to the east, but would retain his connections there. Alongside his work with 
Harris on patent races, therefore, Vickers started to collaborate with Yarrow 
on the intriguing new field, the economics of privatisation.

They started with a well-received booklet, Privatisation and the Natural 
Monopolies (Vickers and Yarrow 1985), which dissected the issues dispassion-
ately. Then came a long book, Privatization: An Economic Analysis (Vickers 
and Yarrow 1988a), published by MIT Press, which received very wide atten-
tion. Thorough and probing, yet accessible to all, it at once became the canon-
ical work for economists on this subject. It described and appraised the 
mechanics of the various ways of selling shares in previously nationalised 
companies; it considered when some form of regulation was required when a 
business faced limited competitive pressures; and it contrasted various ways of 
achieving that, including the UK’s favoured RPI-x approach to price setting 
and alternatives employed in the US, and focused on knotty other problems 
like the optimum length of a franchise period.

Translations into Spanish and Chinese later brought that book to the atten-
tion of some two billion more potential readers. These two Vickers and Yarrow 
publications were meanwhile succeeded swiftly by another, a journal special 
issue, then book, co-edited with his politics colleague at Nuffield, Vincent 
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Wright, on the politics of privatisation in Europe (Vickers and Wright 1989). 
Vickers and Yarrow continued to publish together on aspects of privatisation, 
and in non-UK based journals: two papers in the European Economic Review 
on regulation (Vickers and Yarrow 1988b) and on electricity pricing (Vickers 
and Yarrow 1991a), in Economic Policy again on electricity (Vickers and 
Yarrow 1991b), and a more wide-ranging discussion in the Journal of Economic 
Perspectives (Vickers and Yarrow 1991c). Vickers’ publications also include 
some papers on privatisation written by himself alone.

Many other productive collaborations that various scholars undertook with 
Vickers were also occurring in this period. One was with Paul Stoneman, and 
another, Michael Waterson. Both were at Warwick. Stoneman and Vickers 
(1988) focused upon technology policy while Vickers and Waterson (1991), 
and a paper with Giacomo Bonanno (a postdoctoral Nuffield student who 
had moved to UC Davis) (Bonnano and Vickers 1988), were both on vertical 
relationships. Yet others were with current or former Oxford colleagues, most 
prominently Donald Hay (Hay and Vickers 1988) and John Kay (Kay and 
Vickers 1988). These were devoted to aspects of regulation.

5.4  But Why Industrial Organization—and Why 
the Need for Umpires to Ensure Fair Play?

Why did Vickers concentrate so much of his research upon aspects of IO? 
Also, what was his general attitude to issues of competition? Economics lies at 
the interface of many different subjects. Two such are psychology and engi-
neering. Engineering is key to the production of a good. Psychology helps to 
inform us about what causes people to buy things, and what that may do to 
their sense of pleasure and well-being. Economics throws its light, instead, on 
that moment when such goods change hands. What determines the volume 
of output and sales? Why are the prices what they are? How can we best 
understand and explain why these quantities and prices ebb and flow, and 
evolve over time? The answers to these questions are the basis of any economic 
analysis. It immediately emerges that sellers constitute a big part of the 
answers. Are they numerous? Knowledgeable? Observant? In cahoots with 
each other? Restrained by conventions, or by laws? Do they compete, and if 
so, when, and how?

Those on the outside right of politics claim that markets are nearly always 
as close to perfect as it is possible to get. From their bases in Chicago, Illinois, 
and elsewhere, they maintain that any dispute is typically best settled by 
applying the principle of caveat emptor. Regulation, they declare, is rarely if 
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ever needed. It is just one more “conspiracy in restraint of trade”. If a seller 
misbehaves, everyone will soon know about it, and he will not survive, and he 
knows that, so he will not. They conclude that no sensible seller will therefore 
ever act against his own interest. By contrast, those on the far left see produc-
ers as exploitative. They pay their staff much too little. They craftily con buy-
ers into buying things they may well not need, and at exorbitant prices. 
Mainly because of indivisibilities of various types, they cite plenty of reasons 
for increasing returns. They therefore see state-run monoliths as the main 
solution to such problems. For them, powerful regulators can be very useful 
in the wings, ever ready to police and punish those few private firms that it 
happens to be inconvenient to abolish.

Between these two extremes, of reactionary Chicago on the one side, and 
Bolshevism on the other, lies a great middle ground where Vickers is to be 
found. The vast majority of economists are at home with him in that middle 
area, too. Their views might differ in some details. But what they agree upon 
is that markets are games where, like cricket, you definitely do need the ser-
vices of an umpire. An umpire might have to intervene only quite rarely. De 
minimis non curat lex, they admit, though you can quibble about what con-
stitutes minimal. But she, the umpire, has to be there to apply clear rules, to 
monitor, to be vigilant and to help prevent foul play. There should be a simple 
set of sanctions when infractions are observed. A game is a battle tamed. The 
umpire is in position to spot and stop chicanery and belligerence, and, above 
all, to ensure that all the play is fair.

Vickers’ activities were to centre more and more on umpiring. The issue of 
umpiring figured, as we have seen, in the publications with Yarrow and oth-
ers. It would feature, as we shall see below, in many of the books Vickers co- 
edited and would be crowned with his position as Chief Umpire (Chairman) 
at the Office of Fair Trading (OFT) and later as Chair of the Vickers 
Commission. Moreover, the concepts underlying so much “foul play” would 
constitute the research that Vickers would continue to conduct, over many 
years, with Mark Armstrong. The Armstrong and Vickers partnership is the 
subject with which this section now concludes.

5.5  The Armstrong-Vickers Research Partnership

The terrain between the Elysian field of perfect competition and the quagmire 
of unassailable monopoly is forbiddingly large and rather messy. There are 
two main clumps of terra firma. One is monopolistic competition, where lots 
of firms all produce something just a little bit different, in  location or 

 P. Sinclair



747

non-spatial characteristics. A basic, stripped-down version of the Dixit and 
Stiglitz (1977) paper has been borrowed extensively to illuminate trade the-
ory, growth, unemployment and public finance. Afforced by the algebraically 
brilliant but absurdly implausible device of Calvo pricing, it underpins all 
standard work on monetary policy transmission and the dynamics of infla-
tion. It is easily adapted and relies greatly on symmetry. This is mostly a story 
of niches. The spatial aspect of monopolistic competition, which mostly 
begins with Hotelling (1929) and Salop (1979), deals with bigger entities. It 
is now a cornerstone in the grand edifice of the economic theory of politics.

Monopolistic competition has a more complex and very powerful rival. 
This is oligopoly, competition among the few. Like monopolistic competition 
(where the substitution elasticity between varieties can range widely), oligop-
oly embraces perfect competition and monopoly as limiting cases. Unlike 
monopolistic competition, it takes interdependency very seriously. 
Competition may vary in intensity and character. It extends to the hypotheti-
cal warfare between an incumbent monopolist and a would-be entrant.

Vickers’ first journal publications had, as we saw above, already been 
devoted to aspects of oligopoly. This was followed by others, extending 
Cournot’s oligopoly model in various directions, for example, when players’ 
costs differ. That leads to heterogeneity in their market shares, a phenomenon 
which is commonly observed but rarely explained systematically. Oligopoly 
featured centre stage in two major sole-authored papers by Vickers in 1995 
(one of which appeared in Oxford Economic Papers (Vickers 1995a), and the 
other in the Review of Economic Studies (Vickers 1995b), and also in an earlier 
one in 1989 (Vickers 1989).

Oligopoly and monopoly, regulation and IO applications of principal- 
agent problems have been among the main settings for Vickers’ research with 
Mark Armstrong. Their collaboration has stretched over three decades. The 
first paper they published together was on price discrimination (Armstrong 
and Vickers 1991). So far, the duo have published no less than fifteen aca-
demic journal papers together. Most (Armstrong and Vickers 1991, 1993, 
1998, 2000, 2001, 2010a, b, 2012, 2015, 2018a, b) have no other co-authors. 
But Simon Cowan (Oxford) and Ray Rees (Warwick) joined them for one 
each in 1995 (Armstrong et al. 1995a and Armstrong et al. 1995b respec-
tively), and Jidong Zhou (now at Yale) for two (Armstrong et al. 2009a, b). 
There is also one new Armstrong and Vickers Oxford Discussion Paper 
(Armstrong and Vickers 2018b). Embryos of others nestle, no doubt, in the 
pipeline that will appear in due course.

One of the most celebrated Armstrong and Vickers papers (2010b) 
appeared in Econometrica. It is a valuable contribution to agency theory, which 
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James Mirrlees (Armstrong’s DPhil supervisor and John Vickers’ colleague) 
had helped to invent some 35 years before. But it starts with a key issue in 
regulation, the criterion for deciding whether a merger is good or bad for 
social welfare. One reason for the link is the fact that regulators often operate 
in the dark, for the firms they monitor may be able to conceal aspects of what 
they are doing. No ordinary mortal can spot everything that happens on the 
cricket field. A second umpire (like the square-leg umpire in a cricket match) 
can help. But even that will not ensure perfect vision.

In the very simplest Cournot oligopoly, for example, a horizontal merger is 
always bad for consumers. Fewer firms entail a higher price and hence lower 
welfare for the people who buy the product. The two firms that merge will 
shrink, reducing their aggregate profits provided that there are still one or 
more other players left in the industry, but lifting the profits a little for those 
other players. If there were just two duopolists in the same industry, with 
entry restricted, they gain from a merger, and consumers typically suffer (but 
might just conceivably not, if that meant that there were now big cost- 
reducing synergies to exploit, for example). In more complex cases, where the 
merging firms operate in different industries or have vertical links, you could, 
for instance, see a merger reducing consumer surplus straight away but raising 
producer surplus by a larger amount. What is more, profits may get invested; 
that should raise consumers’ welfare in the future; and even if there were no 
extra investment, should profit recipients really be excluded from the notion 
of society’s welfare? What should be done in such cases? The question of how 
social welfare is defined becomes critical, therefore, for deciding whether the 
merger should proceed.

This paper is rigorous and understandably quite abstract. It generalises the 
question. The utility of principal P depends upon one of a selection of actions, 
N, by an agent A. N is chosen by A from a longer list, L, but P cannot see 
what is in N. P needs to choose a list M of all the possible acts that he, P, per-
mits A to do. The two lists, M and N, are subsets of L. Before acting, A tells P 
what he proposes to do. So, how does P choose M? It is not good enough for 
P to say, ‘Choose what you like from list M’: A might go for something that 
is not best from P’s standpoint. The authors prove various results about P’s 
optimal list M. The regulation analogy is this. Suppose P says, ‘Do what you 
like so long as the merger increases welfare defined as consumer surplus plus 
producers’ profit (which P would like maximised)’. That is not good enough 
from P’s standpoint: a merger could increase welfare by that definition by 
greatly raising the merged firms’ profits, partly at the expense of consumers. 
So, the competition authority umpire should restrict list M to actions that 
raise consumer surplus on its own—P knows the firms will not do anything 
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to damage their combined profits. There is an echo here of Vickers’ demon-
stration in 1985 that the profit-seeking owner of a firm in a Cournot oligop-
oly can gain by getting a manager who seeks to maximise not profit, but total 
revenue. There is still more in Armstrong and Vickers (2010b), for example, 
on dynamics and the effects of the discounting of future payoffs at differ-
ent rates.

This Econometrica paper extends knowledge by providing solid analytical 
foundations for an important point. Like all the Armstrong and Vickers 
papers, it is rigorous and meticulous. While the inevitable technicalities make 
it challenging to digest, for example, for regulators and lawyers, there are 
other highly accessible publications that Armstrong and Vickers have recently 
written. Key points are made directly, and, whenever possible, in plain English. 
Three examples are their 2018 multiproduct pricing paper in the Journal of 
Political Economy (Armstrong and Vickers 2018a), their discussion of how 
contingent charges affect consumers’ welfare in the Journal of Economic 
Literature (Armstrong and Vickers 2012), and a paper in the American 
Economic Review: Insights, on price discrimination in the presence of captive 
customers (Armstrong and Vickers 2019).

The first of these three compares Cournot oligopoly with both regulated 
and unregulated monopoly, when the firms produce more than a single prod-
uct. This paper fills quite a big gap: there can be very few firms which are large 
enough to influence the prices of what they produce and yet make and sell 
only one single good. Among other results, Cournot equilibrium, they find, 
meets a famous test of efficiency (see Ramsey 1927). Multiproduct pricing is 
the norm. Even more relevant, perhaps, to real-world concerns is the problem 
of contingent charges, like big penalties that most banks charge for 
unauthorised overdrafts. Here, Armstrong and Vickers show that such charges 
tend to redistribute from uninformed customers to informed ones, and go on 
to ask what welfare economics has to say about that.

So many of Vickers’ academic publications have been co-authored with 
Armstrong that it is easy to miss some of the fruit from other partnerships. 
There were many. Space precludes including most of them. But one such that 
clearly merits a mention is a paper which appeared in the American Economic 
Review on third-degree price discrimination by monopolists (see Aguirre et al. 
2010). This appeared in the same year as the contingent charges paper. Many 
large firms sell different units to different people at different prices, and the IT 
revolution has often made this more common than it was. Is the practice 
harmful or beneficial for social welfare? Also, what does it mean for a firm’s 
overall level of output? These are big policy questions. The Aguirre et al. paper 
is devoted to answering them. Like the work carried out by Armstrong, Yarrow 
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and Harris, and all the papers that Vickers wrote alone or with others, it is 
addressed to a serious issue that matters, and on which economic analysis can 
throw a powerful light.

6  Editorial Work

Academic journal papers are almost never anonymous. Transatlantic conven-
tions and increasingly ruthless inter-university competition have come to dis-
place the traditional British view that publicity is embarrassing, and that 
bragging is an unpardonable sin. Morris Zapp has triumphed over Philip 
Swallow, even in Rummidge and Oxbridge. But there is still one activity that 
stays anonymous: refereeing for journals. Diligent and helpful referees are the 
unsung heroes of the academic profession.

When an editor sends out a paper to referees, she hopes for a clear cut and 
reasonably timely verdict on the quality of a submission. Best of all, she wel-
comes a report that will assist the author(s) even when, perhaps especially 
when, that verdict is a recommendation to reject. Without breaking confi-
dences, your author is delighted to report that John Vickers is an outstand-
ingly thorough referee. He dislikes the thought of work pending; he invariably 
replies speedily and decisively. Granted, he is not alone in these virtues, but it 
grieves one to state that there are many others who lack them. The worst kind 
of referee report, which editors receive too often, might run like this:

I am sorry it has taken me so long to work through this paper, and to give you 
my recommendation. I wish I could put my finger more precisely on why I am 
not very impressed by it. Some of the paper is familiar or obvious, but other 
parts are hard going. The derivation of equations could be explained a bit better, 
in my view. The authors could benefit from studying several recent Discussion 
Papers written on related subjects. A suitably revised version might just pass 
muster, but I confess to being somewhat unenthusiastic.

No editor ever gets a report like that from Vickers.
In cricketing terms, referees are the fielders, submitters do the batting and 

editors bowl. Vickers bowled for the Review of Economic Studies for three years 
as assistant editor and served on its editorial board for a dozen. He bowled for 
Oxford Economic Papers as a member of the editorial board for about fourteen, 
chairing it for five. He bowled for the European Economic Review, editing its 
Papers and Proceedings for 1993. Other journal boards that have enjoyed his 
service include the Journal of Industrial Economics and the Journal of Regulatory 
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Economics. He has also co-edited books. The first was Strategic Behaviour and 
Industrial Competition, which he co-edited in 1986 with Martin Slater, and 
Morris and Sinclair, his undergraduate tutors (Morris et  al. 1986). A year 
later, The Economics of Market Dominance appeared, which Donald Hay and 
he co-edited (Hay and Vickers 1987). Two years after that, Vickers and 
Vincent Wright edited The Politics of Privatization in Western Europe (Vickers 
and Wright 1989). The bowling and the batting were both of high standard 
in all three. A special issue of the Journal of Industrial Economics came next, in 
1991; this was on vertical relationships, which he edited with Michael 
Waterson (Vickers and Waterson 1991).

7  Finance, Money and Banking

Firms need capital as an input; they borrow and pay interest and dividends. 
Banks, which borrow, lend and create money, are, like other financial inter-
mediaries, firms in their own right as well. Firms and banks are both micro 
and macro faces. Each have been partly reshaped by agency theory, asymmet-
ric information, contract theory and games, as well as by certain advances in 
econometric methods. It is no accident that the interrelated disciplines of IO 
and monetary economics should have attracted scholars interested in both 
their union and their intersection. In earlier generations, Edgeworth, Marshall, 
Hicks, Friedman, Baumol and Shubik are prominent examples.

Vickers’ first publication in the area of monetary economics appeared in 
Oxford Economic Papers in 1986. It was agency theory applied to a central 
banker, who might be “dry”, a determined inflation fighter, or he could be 
“wet”, that is, concerned to keep employment high. But would a closet wet 
masquerade as a dry, Vickers asked, and try to conceal his preferences to stop 
inflation expectations running away, and if he did, would he get away with it?

Like John Flemming, who went on to be the Bank of England’s Chief 
Economist in 1980, Vickers saw another side of finance for two years as 
investment bursar of his then college, Nuffield. He also looked at the econom-
ics of profit sharing with Colin Mayer (Mayer and Vickers 1996). Then came 
six influential papers in the Bank of England Quarterly Bulletin, when Vickers 
was the Bank of England’s Chief Economist. All of these articles (Vickers 
1998, 1999a, b, c, 2000a, b) were highly topical. They covered inflation tar-
geting in 1998, shortly after its introduction in the UK; the euro; monetary 
union and economic growth; and the relationships between monetary policy 
and asset prices, economic models, and the supply side. Shortly after the 
global financial crisis erupted in September 2008, we see a 2010 BIS paper on 
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central banks and competition authorities (Vickers 2010a), the Report of the 
Independent Commission on Banking (Vickers Commission 2013) which he 
chaired, and then three papers, among them Vickers (2012, 2014), which 
were devoted to the subjects of banking reform, and taxing and regulat-
ing banks.

The Vickers Commission was a landmark, in the UK and well beyond. It 
surveyed the various possible causal factors that underlay the global financial 
crisis. There were many. New accounting rules about marking to market, and 
permission to book now anticipated profits for future years; record low inter-
est rates, held too long after 2001; the invention and profusion of fiendishly 
clever financial derivatives that hid various horrors; the 1999 repeal of the 
Glass-Steagall Act 1933 that had kept US investment and retail banking well 
apart. These and others are entertainingly discussed in a “The Financial Crisis: 
Whodunnit?” lecture delivered by Howard Davies in New Zealand in 2009 
(Davies 2009).

However, two conclusions stood out. The banks that had failed had inad-
equate capital to withstand a large fall in the value of their loan assets, and 
those which had been “too big to fail”, and been bailed out, or taken into state 
ownership, had survived because their indispensable retail banking activities 
had been jeopardised by huge losses in their investment banking wing. The 
Commission’s main recommendations were therefore that banks should be 
required to hold a great deal more capital, and that retail banking should be 
insulated by Chinese walls from any speculative investment banking activities.

The banking crisis of late 2008 and 2009 was a massive earthquake. It was 
comparable in scale and gravity only to the Great Depression of the early 
1930s, which would have numerous aftershocks, spread over many years. So, 
the Vickers Commission worked fast. Its final report was issued in September 
2011. The urgency of safeguarding the British economy from any future 
banking crisis led the five members of the Commission, supported by a small 
team of civil servants, to cover a great deal of ground. The government at first 
reacted speedily. It initiated legislation on the day of publication. But it is sad 
to note that subsequent progress has been much less rapid. Vickers’ disap-
pointment is expressed in a 2016 paper in the Journal of Financial Regulation 
(Vickers 2016). This was followed by a VOX essay (Vickers 2017) on the 
disturbing recent decline, to ratios often far lower than in 2008, in many 
banks’ equity valuations relative to the book values of their capital. Banks’ 
capital requirements have been moving upwards, but, as Vickers notes, they 
are based on the perilously unhelpful accounting fiction of book value. This is 
a theme pursued in Vickers (2019).
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8  Public Service

There can be few, if any, academic economists in Britain with such a long and 
distinguished record of public service as John Vickers, for which he received a 
knighthood in 2005. This began in the early 1990s, with memberships of 
panels for the European Commission, HM Treasury, Oftel, the Hansard 
Society, and the Department of Trade and Industry. It reached its climax with 
his fifteen months as Chair of the Independent Commission on Banking, 
which was mentioned in Section 7.

Before that, we have seen how he had nearly three years as Chief Economist 
of the Bank of England. He worked closely with Mervyn King, then Deputy 
Governor, and then Governor Eddie George. In this period, he served, among 
other bodies, on its Monetary Policy Committee which sets Bank Rate, its key 
policy instrument that influences all interest rates in sterling. From 2000 to 
2005, after leaving the Bank, Vickers was head (first Director General, then 
Chair) of the OFT. Both his main academic area of interest, IO, and a subsid-
iary one, monetary economics, were covered by these positions. The Chair of 
the Vickers Commission would crown his career of public service. It com-
bined both of them.

The OFT headship occurred in a busy period. In the realm of publications, 
it switched Vickers’ activity away from monetary economics to competition 
law. Two of his papers in this area appeared in 2003 and 2004, in the European 
Competition Law Review (Vickers 2003, 2004). Another was devoted to the 
economics of consumer law (Vickers 2005a). Two others followed a little later 
in the European Competition Journal (Vickers 2006, 2007), and sandwiched 
between, among other things, a 2005 Economic Journal paper on a core law- 
and- economics topic, market power abuse (Vickers 2005b). In 2010, the 
Economic Journal also published his Presidential Address to the RES, on prop-
erty rights (Vickers 2010b). In the US, where Vickers has had links (with 
Princeton, Harvard, Stanford and Chicago), law and economics are natural 
bedfellows. Law doctorates there are replete with economics, right to the gun-
nels. But in Britain, alas, it is deplorably hard to study both subjects to a high 
level, let alone contribute to scholarship in both. Vickers shows how, with 
hard work, it can be done.

30 John Vickers (1958–) 



754

9  Teaching

The outside world, like posterity, knows scholars from what they write. But 
inside a university, it is teaching that is most noticed, most remembered and 
most keenly judged. Vickers’ teaching began with a Lectureship at Merton 
College, Oxford, covering for its tutor’s leave. University lectures followed 
swiftly, when he had been appointed to the Harrod Fellowship at Nuffield. 
That particular position did not actually oblige him to lecture. But he chose 
to. It was lucky for that generation of Oxford’s postgraduate students that he 
did. They greatly enjoyed his lectures and rated him among Oxford’s very 
best. At this point, word processing was in its infancy, and some lecturers, like 
their predecessors had done for seven centuries, simply talked. But Vickers 
then produced handouts, written in his crystal-clear Italic script and photo-
copied for everyone. Good final year undergraduates specialising in IO also 
attended and learnt much.

As Drummond Professor, Vickers’ lecture portfolio broadened. The MPhil 
course on Public Economics had eschewed environmental economics, for 
example; Vickers filled this lacuna himself. He had seven years in that position 
before his periods of leave, at the Bank of England and the OFT, and three 
after his return in 2005. One teaching activity he took outside Oxford in the 
latter period was to deliver a course of lectures for the RES Easter School. The 
audience was a highly selected thirty-four-strong group of PhD students and 
young lecturers, from all over the UK and beyond, who were specialising in 
IO; the numbers included a few specialists from the Treasury and the Bank of 
England. At the time, Vickers was suffering from a severe throat infection, 
and could barely speak. Most lecturers would have tried to get someone to 
deliver the material in their stead. But not Vickers. His dozen lectures were all 
carefully prepared, with handouts, copies of research papers and other docu-
ments, which were made available to everyone; he could supplement these by 
drawing diagrams and deriving equations on whiteboards, and somehow he 
was able to deliver short sentences in answer to questions and converse in 
whispers at coffee and meal breaks over the two days of his part of the school.

While President of the RES from 2007 to 2010, Vickers arranged that its 
annual Easter School could be supplemented by a new Autumn School, in 
order to strengthen the position of advanced research in macroeconomics in 
UK universities. The Autumn Schools thrived for three years, until a later 
President of the RES, the first for decades never to have observed or partici-
pated as an RES Easter School lecturer, decided that other priorities took 
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precedence, so the Autumn Schools were sacrificed and the Easter Schools 
cut back.

After his return to Oxford, one lecture that Vickers undertook was the 
initial one for the first-year undergraduate course in Macroeconomics. The 
audience was large—well over 300. Most Drummond Professors restricted 
themselves to postgraduate teaching. At Cambridge, and in many distin-
guished US universities, it is traditional for many of the senior professoriate 
to welcome the daunting challenge of lecturing to beginners. The University 
of Oxford was not a place where something should be done for the first time, 
but Vickers thought that he should take it on. His students were fortunate.

10  University Leadership

In 2008, Vickers was elected Warden of All Souls, which he had joined as a 
Prize Fellow twenty-nine years before, and to which his Drummond Chair 
was attached. He was only the second economist to head the College, which 
had been founded almost six centuries earlier. In the past, he has served 
Oxford as a Trustee of Rhodes House, and as a Delegate of the University 
Press and Chair of its Finance Committee. Beyond Oxford, he has been 
President of the Institute of Fiscal Studies and of the British Association for 
the Advancement of Science (Section F), as well as of the RES. At the time of 
writing, he is President of the European Association for Research in Industrial 
Economics. Moreover, his academic research and publications continue 
unabated. His is a career of rare distinction.

References

Main Works by John Vickers

Aghion, P., C. Harris, P. Howitt and J. Vickers (2001). ‘Competition, Imitation and 
Growth with Step-by-Step Innovation’. Review of Economic Studies, 68(3): 467–492.

Aghion, P., C. Harris and J. Vickers (1997). ‘Competition and Growth with Step-by-
Step Innovation: An Example’. European Economic Review, 41(3–5): 771–782.

Aguirre, I., S. Cowan and J. Vickers (2010). ‘Monopoly Price Discrimination and 
Demand Curvature’. American Economic Review, 100(4): 1,601–1,615.

Armstrong, M., S. Cowan and J. Vickers (1995a). ‘Nonlinear Pricing and Price Cap 
Regulation’. Journal of Public Economics, 58(1): 33–55.

30 John Vickers (1958–) 



756

Armstrong, M., R.  Rees and J.  Vickers (1995b). ‘Optimal Regulatory Lag under 
Price Cap Regulation’. Revista Espanola d’Economia, 12(1): 93–116.

Armstrong, M. and J. Vickers (1991). ‘Welfare Effects of Price Discrimination by a 
Regulated Monopolist’. RAND Journal of Economics, 22(4): 571–580.

Armstrong, M. and J.  Vickers (1993). ‘Price Discrimination, Competition and 
Regulation’. Journal of Industrial Economics, 41(4): 335–359.

Armstrong, M. and J. Vickers (1998). ‘The Access Pricing Problem with Deregulation: 
A Note’. Journal of Industrial Economics, 46(1): 115–121.

Armstrong, M. and J.  Vickers (2000). ‘Multiproduct Price Regulation under 
Asymmetric Information’. Journal of Industrial Economics, 48(2): 137–160.

Armstrong, M. and J. Vickers (2001). ‘Competitive Price Discrimination’. RAND 
Journal of Economics, 32(4): 579–605.

Armstrong, M. and J.  Vickers (2010a). ‘Competitive Non-Linear Pricing and 
Bundling’. Review of Economic Studies, 77(1): 30–60.

Armstrong, M. and J.  Vickers (2010b). ‘A Model of Delegated Project Choice’. 
Econometrica, 78(1): 213–244.

Armstrong, M. and J.  Vickers (2012). ‘Consumer Protection and Contingent 
Charges’. Journal of Economic Literature, 50(2): 477–493.

Armstrong, M. and J. Vickers (2015). ‘Which Demand Systems Can be Generated 
by Discrete Choice?’. Journal of Economic Theory, 158(Part A): 293–307.

Armstrong, M. and J. Vickers (2018a). ‘Multiproduct Pricing Made Simple’. Journal 
of Political Economy, 126(4): 1,444–1,471.

Armstrong, M. and J.  Vickers (2018b). ‘Patterns of Competition with Captive 
Customers’. Department of Economics, University of Oxford, Discussion Paper 
Series, Number 864.

Armstrong, M. and J. Vickers (2019). ‘Discriminating Against Captive Customers’. 
American Economic Review: Insights, 1(3): 257–272.

Armstrong, M., J.  Vickers and J.  Zhou (2009a). ‘Consumer Protection and the 
Incentive to Become Informed’. Journal of the European Economic Association, 
7(2–3): 399–410.

Armstrong, M., J. Vickers and J. Zhou (2009b). ‘Prominence and Consumer Search’. 
RAND Journal of Economics, 40(2): 209–233.

Bonnano, G. and J.  Vickers (1988). ‘Vertical Separation’. Journal of Industrial 
Economics, 36(3): 257–265.

Budd, C., C. Harris and J. Vickers (1993). ‘A Model of the Evolution of Duopoly: 
Does the Asymmetry Between Firms Tend to Increase or Decrease?’. Review of 
Economic Studies, 60(3): 543–573.

Harris, C. and J. Vickers (1985a). ‘Patent Races and the Persistence of Monopoly’. 
Journal of Industrial Economics, 33(4): 461–481.

Harris, C. and J. Vickers (1985b). ‘Perfect Equilibrium in a Model of a Race’. Review 
of Economic Studies, 52(2): 193–209.

Harris, C. and J.  Vickers (1987). ‘Racing with Uncertainty’. Review of Economics 
Studies, 54(1): 1–21.

 P. Sinclair



757

Harris, C. and J. Vickers (1995). ‘Innovation and Natural Resources: A Dynamic 
Game with Uncertainty’. RAND Journal of Economics, 26(3): 418–430.

Hay, D. and J. Vickers (eds) (1987). The Economics of Market Dominance. Oxford: 
Basil Blackwell.

Hay, D. and J. Vickers (1988). ‘The Reform of UK Competition Policy’. National 
Institute Economic Review, 125: 56–68.

Kay, J. and J.  Vickers (1988). ‘Regulatory Reform in Britain’. Economic Policy, 
3(7): 286–343.

Mayer, C. and J. Vickers (1996). ‘Profit-Sharing Regulation: An Economic Appraisal’. 
Fiscal Studies, 17(1): 1–18.

Morris, D., P. Sinclair, M. Slater and J. Vickers (eds) (1986). Strategic Behaviour and 
Industrial Competition. Oxford: Oxford University Press.

Stoneman, P. and J. Vickers (1988). ‘The Assessment: The Economics of Technology 
Policy’. Oxford Review of Economic Policy, 4(4): i–xvi.

Vickers, J. (1985a). ‘Delegation and the Theory of the Firm’. Economic Journal, 
95(Supplement): 138–147.

Vickers, J. (1985b). ‘Strategic Competition Among the Few—Some Recent 
Developments in the Economics of Industry’. Oxford Review of Economic Policy, 
1(3): 39–62.

Vickers, J. (1985c). ‘The Economics of Predatory Practices’. Fiscal Studies, 6(3): 24–36.
Vickers, J. (1985d). ‘Pre-Emptive Patenting, Joint Ventures, and the Persistence of 

Oligopoly’. International Journal of Industrial Organization, 3(3): 261–273.
Vickers, J. (1986a). ‘The Evolution of Market Structure When There is a Sequence of 

Innovations’. Journal of Industrial Economics, 35(1): 1–12.
Vickers, J. (1986b). ‘Signalling in a Model of Monetary Policy with Incomplete 

Information’. Oxford Economic Papers, New Series, 38(3): 443–455.
Vickers, J. (1989). ‘The Nature of Costs and the Number of Firms at Cournot 

Equilibrium’. International Journal of Industrial Organization, 7(4): 503–509.
Vickers, J. (1995a). ‘Concepts of Competition’. Oxford Economic Papers, New Series, 

47(1): 1–23.
Vickers, J. (1995b). ‘Competition and Regulation in Vertically Related Markets’. 

Review of Economic Studies, 62(1): 1–17.
Vickers, J. (1998). ‘Inflation Targeting in Practice: The UK Experience’. Bank of 

England Quarterly Bulletin, 38(4): 368–375.
Vickers, J. (1999a). ‘EMU: A View from Next Door’. Bank of England Quarterly 

Bulletin, 39(1): 98–101.
Vickers, J. (1999b). ‘Economic Models and Monetary Policy’. Bank of England 

Quarterly Bulletin, 39(2): 210–216.
Vickers, J. (1999c). ‘Monetary Policy and Asset Prices’. Bank of England Quarterly 

Bulletin, 39(4): 428–435.
Vickers, J. (2000a). ‘Monetary Policy and the Supply Side’. Bank of England Quarterly 

Bulletin, 40(2): 199–206.

30 John Vickers (1958–) 



758

Vickers, J. (2000b). ‘Monetary Union and Economic Growth’. Bank of England 
Quarterly Bulletin, 40(3): 288–296.

Vickers, J. (2003). ‘Competition Economics and Policy’. European Competition Law 
Review, 24(3): 95–102.

Vickers, J. (2004). ‘Merger Policy in Europe: Retrospect and Prospect’. European 
Competition Law Review, 25(7): 455–463.

Vickers, J. (2005a). ‘Economics for Consumer Policy’. Proceedings of the British 
Academy, 125: 287–310.

Vickers, J. (2005b). ‘Abuse of Market Power’. Economic Journal, 115(504): 
F244–F261.

Vickers, J. (2006). ‘Market Power in Competition Cases’. European Competition 
Journal, 2(Supplement No. 1): 3–14.

Vickers, J. (2007). ‘Competition Law and Economics: A Mid-Atlantic Viewpoint’. 
European Competition Journal, 3(1): 1–15.

Vickers, J. (2008). ‘A Tale of Two EC Cases: IBM and Microsoft’. Competition Policy 
International, 4(1): 2–32.

Vickers, J. (2010a). ‘Central Banks and Competition Authorities: Institutional 
Comparisons and New Concerns’. Bank for International Settlements, Working 
Paper No. 331.

Vickers, J. (2010b). ‘Competition and Property Rights’. Economic Journal, 
120(544): 375–392.

Vickers, J. (2012). ‘Some Economics of Banking Reform’. Rivista di Politica 
Economica, 4, 11–35.

Vickers, J. (2014). ‘Banking Reform in Britain and Europe’. Chapter 12 in G. Akerlof 
et  al. (eds) What Have We Learned? Macroeconomic Policy After the Crisis. 
Cambridge, MA: MIT Press: 155–164.

Vickers, J. (2016). ‘The Systemic Risk Buffer for UK Banks: A Response to the Bank 
of England’s Consultation Paper’. Journal of Financial Regulation, 2(2): 264–282.

Vickers, J. (2017). ‘Consequences of Brexit for Competition Law and Policy’. Oxford 
Review of Economic Policy, 33(Supplement No. 1): S70–S78.

Vickers, J. (2019). ‘The Case for Market-Based Stress Tests’. Journal of Financial 
Regulation. Available at: https://academic.oup.com/jfr/advance-article-abstract/
doi/10.1093/jfr/fjz008/5583757.

Vickers Commission (2013). The Independent Commission on Banking: The Vickers 
Report. Available at: https://researchbriefings.parliament.uk/ResearchBriefing/
Summary/SN06171#fullreport.

Vickers, J. and M.  Waterson (1991). ‘Vertical Relationships: An Introduction’. 
Journal of Industrial Economics, 39(5): 445–450.

Vickers, J. and V. Wright (eds) (1989). The Politics of Privatisation in Western Europe. 
London: Frank Cass.

Vickers, J. and G. Yarrow (1985). Privatisation and the Natural Monopolies. London: 
Public Policy Centre.

 P. Sinclair

https://academic.oup.com/jfr/advance-article-abstract/doi/10.1093/jfr/fjz008/5583757
https://academic.oup.com/jfr/advance-article-abstract/doi/10.1093/jfr/fjz008/5583757
https://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06171#fullreport
https://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06171#fullreport


759

Vickers, J. and G. Yarrow (1988a). Privatization: An Economic Analysis. Cambridge, 
MA: MIT Press.

Vickers, J. and G.  Yarrow (1988b). ‘Regulation of Privatised Firms in Britain’. 
European Economic Review, 32(2–3): 465–472.

Vickers, J. and G. Yarrow (1991a). ‘Reform of the Electricity Supply Industry in 
Britain: An Assessment of the Development of Public Policy’. European Economic 
Review, 35(2–3): 485–495.

Vickers, J. and G. Yarrow (1991b). ‘The British Electricity Experiment’. Economic 
Policy, 6(12): 187–232.

Vickers, J. and G. Yarrow (1991c). ‘Economic Perspectives on Privatization’. Journal 
of Economic Perspectives, 5(2): 111–132.

Other Works Referred To

Aghion, P. and P. Howitt (1992). ‘A Model of Growth Through Creative Destruction’. 
Econometrica, 60(2): 323–351.

Davies, H. (2009). ‘The Financial Crisis: Whodunnit?’. Reserve Bank of New Zealand 
Bulletin, 72(3): 69–75.

Dixit, A.K. and J.E.  Stiglitz (1977). ‘Monopolistic Competition and Optimum 
Produce Diversity’. American Economic Review, 67(3): 297–308.

Hotelling, H. (1929). ‘Stability in Competition’. Economic Journal, 39(153): 41–57.
Lucas, R.E., Jr. (1988). ‘On the Mechanics of Economic Development’. Journal of 

Monetary Economics, 22(1): 3–42.
Ramsey, F.P. (1927). ‘A Contribution to the Theory of Taxation’. Economic Journal, 

37(145): 47–61.
Romer, P.M. (1990). ‘Endogenous Technological Change’. Journal of Political 

Economy, 98(5, Part 2): S71–S102.
Salop, S.C. (1979). ‘Monopolistic Competition with Outside Goods’. Bell Journal of 

Economics, 10(1): 141–156.

30 John Vickers (1958–) 



Notes on Contributors

761

Lise Arena is a tenured Associate Professor at the CNRS-Université Côte 
d’Azur Research Institute GREDEG (France) where she obtained her PhD in 
Management. She also holds a DPhil in Modern History from the University 
of Oxford. Her major research interests are the history of management and 
the role of digital artefacts and practices in social organisation. Her recent 
work in the history of management has been published in Entreprises et 
Histoire and History of Economic Ideas.

Vincent Barnett is an independent scholar based in the UK who has written 
extensively on the history of economic thought, on Russian history and on 
media history. He has published various articles in journals such as Evolutionary 
and Institutional Economics Review, Journal of Economic Issues and History of 
Political Economy, and he is the editor of the Routledge Handbook of the 
History of Global Economic Thought (2015). He has also published articles on 
the economic history of organised crime, including in the Journal of Popular 
Television, and recently contributed various entries to the Encyclopedia of 
Evolutionary Psychological Science on the links between economics and evolu-
tionary psychology.

Robert  J.  Bigg was educated in Southampton and at Clare College, 
Cambridge, and spent many subsequent years in information systems. His 
main research focus was the development of Cambridge monetary thought 
before The General Theory, including Cambridge and the Monetary Theory of 

© The Author(s), under exclusive license to Springer Nature Switzerland AG 2021
R. A. Cord (ed.), The Palgrave Companion to Oxford Economics, 
https://doi.org/10.1007/978-3-030-58471-9

https://doi.org/10.1007/978-3-030-58471-9#DOI


762 Notes on Contributors

Production (1990). He is a contributor to The New Palgrave: A Dictionary of 
Economics and is working on a study of Sir Theodore Gregory’s work and 
some other pre-Keynesian economists.

Christopher Bliss has been at the University of Oxford since 1977. He is 
Emeritus Fellow at Nuffield College, Oxford. Bliss holds a PhD from 
Cambridge University. He has been a managing editor of various leading eco-
nomics journals, including the Review of Economic Studies, Oxford Economic 
Papers and the Economic Journal. His books include Capital Theory and the 
Distribution of Income (1975) and Trade, Growth, and Inequality (2007).

Robert A. Cord is an independent researcher in economics. His specialist 
area of interest is the history of economic thought and, within this, the history 
of macroeconomics. His published books include Reinterpreting the Keynesian 
Revolution (2012), Milton Friedman: Contributions to Economics and Public 
Policy (co-edited with J. Daniel Hammond; 2016), The Palgrave Companion 
to Cambridge Economics (editor; 2017) and The Palgrave Companion to LSE 
Economics (editor; 2018), and his articles have appeared in the Cambridge 
Journal of Economics and the History of Political Economy. Cord is also managing 
editor of the Palgrave series Remaking Economics: Eminent Post-War Economists, 
which includes volumes on James Buchanan and Paul Samuelson. He holds a 
PhD from Cambridge University.

John  Creedy is Professor of Public Economics and Taxation at Victoria 
Business School, Victoria University of Wellington, New Zealand. He was 
previously the Truby Williams Professor of Economics at Melbourne 
University, Australia. He has held chairs in economics at Pennsylvania State 
University in the US and Durham University in the UK. He has published 
extensively in public economics, labour economics, income distribution and 
the history of economic analysis.

Huw Dixon has been Professor of Economics at Cardiff Business School 
since 2006. His research interests initially centred on oligopoly theory, par-
ticularly developing Bertrand-Edgeworth models to allow for convex costs. 
Later, he was one of the first economists to introduce imperfect competition 
into macroeconomics, initially in static settings and later developing dynamic 
models of entry and variable markups. He has also developed methods for 
using micro-price data for measuring nominal rigidity. Dixon has been an 
editor of the Economic Journal and the Review of Economic Studies.

John Duca is the Danforth-Lewis Professor of Economics at Oberlin College 
and a part-time Vice President at the Federal Reserve Bank of Dallas. He is an 
applied macroeconomist, whose work has focused on the consumption, hous-
ing, labour and portfolio behaviour of households, incorporating roles for 



763 Notes on Contributors 

credit constraints, transaction costs, innovations and regulation. For over 30 
years, Duca has served as an economist in the Federal Reserve System. Duca 
graduated with a PhD in Economics from Princeton and a BA in Economics 
from Yale.

Walter Eltis (1933–2019), a graduate of Emmanuel College, Cambridge, 
and an Oxford D.Litt., was a  Research Fellow of Exeter College, Oxford 
(1958–1960), a Lecturer at Exeter and Keble (1960–1963), and then a 
Tutorial Fellow in Economics, with a linked University post, at Exeter from 
1963 to 1988. Subsequently, he was Economic Director and Director General 
of the National Economic Development Office and Chief Economic Adviser 
to the President, at the Board of Trade. Eltis’s articles appeared in the American 
Economic Review and the Economic Journal, amongst others. His books 
included Growth and Distribution (1973), Britain’s Economic Problem: Too Few 
Producers (with R.  Bacon; 1976), The Classical Theory of Economic Growth 
(1984), Keynes and Economic Policy (with P. Sinclair; 1988), Classical Economics, 
Public Expenditure and Growth (1993), Britain’s Economic Problem Revisited 
(1996), Condillac, Commerce and Government (ed. with S.M.  Eltis; 1998), 
and Britain, Europe and EMU (2000).

Neil R. Ericsson is Principal Economist, Division of International Finance, 
Board of Governors of the Federal Reserve System; Research Professor in the 
Department of Economics, The George Washington University; and Adjunct 
Professor at the Paul H.  Nitze School of Advanced International Studies 
(SAIS), Johns Hopkins University. He holds a BA in Economics from Yale 
University, and an MSc in Econometrics and Mathematical Economics and a 
PhD in Economics from the London School of Economics (LSE). He has 
published more than 80 papers on econometric methods, theory, and model-
ling; empirical economics; and economic forecasting. He has also edited three 
books: Testing Exogeneity (1994, with John S. Irons), Understanding Economic 
Forecasts (2001, with David F.  Hendry) and General-to-Specific Modelling 
(2005, with Julia Campos and David F. Hendry).

David  Fielding is Professor of Development Economics at Manchester 
University’s Global Development Institute and until recently was Professor of 
Economics at the University of Otago in New Zealand, where he still holds a 
visiting position. He was an undergraduate at Keble College when Paul Collier 
was Keble’s Fellow and Tutor in Economics, and was later one of Collier’s 
DPhil students. Fielding’s early work focused on the macroeconomics of the 
francophone monetary unions in West Africa. His later work includes research 
on the economics of violent civil conflict, the role of altruism and trust in 
economic development, and the economics of inter-group contact.



764 Notes on Contributors

Valpy  FitzGerald is Emeritus Professor of International Development 
Finance, and Fellow of St Antony’s College, at the University of Oxford. He 
read Philosophy, Politics and Economics (PPE) at Oxford, followed by a PhD 
in economics at Cambridge on optimal investment planning. FitzGerald was 
Assistant Director of Development Studies at Cambridge (1972–1979) and 
Professor of Development Economics at The Hague (1979–1992), before 
returning to Oxford, where he worked with Frances Stewart on the relation-
ship between war and underdevelopment, and became Head of the Oxford 
Department of International Development (2007–2012). He continues to 
research the macroeconomic determinants of income distribution in the 
Kaleckian tradition and is a member of the Independent Commission on the 
Reform of International Corporate Taxation.

Joshua  Getzler took first degrees in Law and History at the Australian 
National University and read for his doctorate at Oxford. His work concerns 
the evolution of property rights, including water claims and native title, trusts 
and fiduciary accountability, corporate and Crown liabilities, and the history 
of the judiciary. He has taught at St Hugh’s College and the Oxford Faculty of 
Law since 1993, where he is Professor of Law and Legal History. Getzler has 
served as a visiting researcher and teacher at universities in Australia, Israel 
and the US.  He is co-editor of the OUP monograph series Oxford Legal 
History.

Andrew Graham is Executive Chair and Chair of the Academic Council of 
The Europaeum, an association of 17 of the leading universities in Europe, 
and a Trustee of Reprieve. He was formerly Fellow and Tutor in Economics at 
Balliol College, Oxford, 1969–1997, Acting Master of Balliol, 1997–2001, 
and Master of Balliol, 2001–2011. He was Economic Assistant to Thomas 
Balogh from 1966 to 1968, Economic Adviser to the Prime Minister, 
1968–1969, and Senior Economist in the Prime Minister’s Policy Unit (on 
leave from Oxford), 1974–1976. In 2001, he founded the Oxford Internet 
Institute and, in 2010, the Balliol Interdisciplinary Institute.

David  F.  Hendry is Co-Director of Climate Econometrics and Senior 
Research Fellow of Nuffield College, University of Oxford. He was previously 
Professor of Economics at Oxford and of Econometrics at LSE.  He was 
knighted in 2009 and received a Lifetime Achievement Award from the 
Economic and Social Research Council (ESRC) in 2014. He is an Honorary 
Vice President and past President of the Royal Economic Society; Fellow of 
the British Academy, Royal Society of Edinburgh, Econometric Society, 
Academy of Social Sciences, Econometric Reviews and Journal of Econometrics; 
Founding Fellow, International Association for Applied Econometrics; 



765 Notes on Contributors 

Foreign Honorary Member of the American Economic Association (AEA) 
and American Academy of Arts and Sciences; and Honorary Fellow of the 
International Institute of Forecasters. He has received eight honorary doctor-
ates, is a Thomson Reuters Citation Laureate and has published more than 
200 papers and 25 books.

Patrick Honohan is an Honorary Professor of Economics at Trinity College 
Dublin, a non-resident Senior Fellow at the Peterson Institute for International 
Economics and a Research Fellow of the Centre for Economic Policy Research 
(CEPR). He was Governor of the Central Bank of Ireland from 2009 to 2015. 
Previously, Honohan spent 12 years on the staff of the World Bank where he 
was a senior adviser on financial sector issues. During the 1990s, Honohan 
was a Research Professor at Ireland’s Economic and Social Research Institute. 
In the 1980s, he was Economic Adviser to the Taoiseach (Irish Prime Minister) 
Garret FitzGerald. A graduate of University College Dublin, Honohan holds 
a PhD in Economics from the London School of Economics.

Lowell Jacobsen is the Elizabeth Harvey Rhodes Professor of International 
Business at Baker University, the oldest university in Kansas. He holds a PhD 
in Economics from Edinburgh University, where he specialised in industrial 
organisation under the supervision of Gavin Reid. Over the past few years, 
Jacobsen’s research has focused on deepening the intellectual roots of strategic 
management by examining the works of Marshall and such disciples as 
Andrews, Coase, Loasby, Macgregor, Penrose, Robertson and Austin 
Robinson. His publications include two critically acclaimed research mono-
graphs, The Small Entrepreneurial Firm (1988) and Profiles in Small Business: 
A Competitive Strategy Approach (1993) (both with Gavin Reid) in addition to 
many journal articles.

Vijay Joshi is Emeritus Fellow of Merton College, Oxford. His main areas of 
research interest and publication are macroeconomics, international econom-
ics and development economics. He has written several books on India’s eco-
nomic development, of which the most recent is India’s Long Road: The Search 
for Prosperity (2017). His non-academic appointments have included 
Economic Adviser in the Ministry of Finance in India and Special Adviser to 
the Governor of the Reserve Bank of India. He was a Director of the 
J.P. Morgan Indian Investment Trust from 1996 to 2012.

John E. King is Emeritus Professor at La Trobe University and Honorary 
Professor at Federation University Australia. His principal research interests 
are in the history of heterodox economic thought, especially Marxian political 
economy and post-Keynesian economics. Recent publications include The 
Distribution of Wealth (2016; with Michael Schneider and Mike Pottenger) 



766 Notes on Contributors

and A History of American Economic Thought (2018; with Samuel Barbour and 
James Cicarelli). His latest book, The Alternative Austrian Economics, dealing 
with the history of socialist economic thought in Austria between 1904 and 
the present day, was published in 2019 by Edward Elgar.

Frederic S. Lee (1949–2014) was a prolific and influential economist. He 
authored and edited numerous books, articles, book chapters, reviews and 
entries on microeconomics and price theory and, with Warren Young, wrote 
Oxford Economics and Oxford Economists (1993). He taught at the University 
of California Riverside, Roosevelt University, De Montfort University and the 
University of Missouri-Kansas City. He was editor of the American Journal of 
Economics and Sociology and President of the Associations for Institutional 
Economics and for Evolutionary Economics. His PhD was from Rutgers 
University.

John Martin completed his undergraduate economics degree at University 
College Dublin. He then did postgraduate studies at Nuffield College, 
Oxford, where he became a Research Fellow, and a Lecturer in Economics at 
Merton College and The University of Buckingham. In 1977, he joined the 
Organisation for Economic Co-operation and Development (OECD) in 
Paris. At the OECD, he worked in both the Economics Department and the 
Employment, Labour and Social Affairs Directorate where he was Director 
until his retirement. He was the founding editor of the OECD Employment 
Outlook and also edited the OECD Economic Outlook. He has published 
extensively in international trade and labour economics.

Ken Mayhew is Emeritus Professor of Education and Economic Performance 
at the University of Oxford, Emeritus Fellow in Economics at Pembroke 
College, Oxford, and Extraordinary Professor of Education and Economic 
Performance at Maastricht University. For over 15 years, he was Director of 
SKOPE, an ESRC-funded multidisciplinary research centre on skills, knowl-
edge and organisational performance based at Oxford and Cardiff. He has 
spent most of his career as an academic in Oxford. His first job was in Her 
Majesty’s Treasury and he served a stint as Economic Director of the UK’s 
former National Economic Development Office. He is a member of the 
Armed Forces Pay Review Body.

Alex Millmow is Associate Professor in Economics at the School of Business, 
Federation University Australia. His research interests include the making of 
the Australian economics profession and the role of economic ideas in steer-
ing public policy. In 2004, he completed his doctorate at the Australian 
National University on “The Power of Economic Ideas: The Rise of 



767 Notes on Contributors 

Macroeconomic Management in Australia”, which was subsequently pub-
lished. Millmow has published over 50 journal articles, including for the 
Economic Record, Economic Papers, Economic Analysis and Policy and the 
History of Economics Review. He is the President of the History of Economic 
Thought Society of Australia (HETSA). In 2017, Millmow published A 
History of Australasian Economic Thought. He is writing a biography of 
Colin Clark.

Peter Neary is Professor of Economics at the University of Oxford and a 
Professorial Fellow of Merton College. Educated at University College Dublin 
and Oxford, he was Professor of Political Economy at University College 
Dublin from 1980 to 2006. He is the author of Measuring the Restrictiveness 
of International Trade Policy (with Jim Anderson; 2005) and of various schol-
arly articles, mainly on international trade. He is a Research Fellow of CEPR 
and Centre for Economic Studies(ifo) (CESifo), a Fellow of the British 
Academy and the Econometric Society, and a Member of Academia Europaea 
and the Royal Irish Academy. He was President of the European Economic 
Association in 2002 and of the Royal Economic Society in 2017–2018.

Bent Nielsen is Professor of Economics at the University of Oxford and 
Fellow of Nuffield College. He has published more than 50 papers on age-
period- cohort analyses, co-explosiveness and cointegration, outlier detection, 
time series specification tests and unit testing, as well as a textbook on econo-
metric modelling.

Avner Offer is Chichele Professor Emeritus of Economic History at Oxford, 
Emeritus Fellow of All Souls College and Fellow of the British Academy. He 
initially studied land tenure and the economics of war, with Property and 
Politics 1870–1914 (1981) and The First World War: An Agrarian Interpretation 
(1989).  Subsequently, he focused on consumption and the quality of life with 
The Challenge of Affluence: Self-Control and Well-Being in the United States and 
Britain Since 1950 (2006) and on the social determinants of obesity. His latest 
book is The Nobel Factor: The Prize in Economics, Social Democracy and the 
Market Turn (2016).

Gianmarco I. P. Ottaviano is Professor of Economics and Boroli Chair in 
European Studies at Bocconi University, having previously taught at LSE and 
the University of Bologna. He holds a BA in economics from Bocconi 
University, an MSc in economics from LSE and a PhD in economics from the 
Université Catholique de Louvain. He has co-authored many works in inter-
national trade, urban economics and economic geography with a special 
emphasis on the competitiveness of firms in the global economy and the 
effects of immigration and offshoring on employment and wages.

http://www.hetsa.org.au
http://www.hetsa.org.au


768 Notes on Contributors

Rosalind Seneca (née Worswick) was born in 1944 in Oxford, England. She 
attended Oxford High School for Girls. In 1966, she graduated in Economics 
from Newnham College, Cambridge, and in the same year emigrated to the 
US.  In 1971, she earned a PhD in Economics from the University of 
Pennsylvania. Seneca held academic positions at Hunter College of the City 
University of New York (CUNY), Columbia University and Drew University, 
where she was Chair of the Economics Department for eight years. She is the 
author of several articles and co-authored an economics textbook on govern-
ment regulation of industry. Since her retirement, Seneca has written a novel 
and a memoir.

Peter Sinclair (1946–2020) was a Fellow of the Office for National Statistics 
and a consultant at the Bank of England. He was Emeritus Professor of 
Economics at the University of Birmingham and Emeritus Fellow of Brasenose 
College, Oxford. Sinclair held Visiting Professorships at Queen’s University 
and the University of British Columbia in Canada and the University of the 
Witwatersrand in South Africa, was managing editor of Oxford Economic 
Papers for a decade and chaired the Royal Economic Society’s Easter School 
for 22 years. Many of his research papers and books were devoted to climate 
change, unemployment, taxation, trade, and monetary economics and policy.

Frances  Stewart is Emeritus Professor of Development Economics, 
University of Oxford. She was Director of the Oxford Department of 
International Development (1993–2003) and the Centre for Research on 
Inequality, Human Security and Ethnicity (2003–2010). She has an honorary 
doctorate from the University of Sussex and received the Leontief Prize for 
Advancing the Frontiers of Economic Thought from Tufts in 2013. Her pri-
mary recent research interests are horizontal inequalities, conflict and human 
development. Among many publications, she is the lead author of Horizontal 
Inequalities and Conflict: Understanding Group Violence in Multiethnic Societies 
(2008) and Advancing Human Development: Theory and Practice (2018).

F. M. L. Thompson (1925–2017) was a distinguished economic historian, 
much of whose work was devoted to elucidating the experience of the English 
landed classes in the nineteenth and twentieth centuries. Born in 1925, 
Thompson undertook military service during the war and only then went to 
Oxford to read History. From 1951, he was appointed to the staff of University 
College London: until his retirement he worked entirely in the colleges of the 
University of London, latterly as Director of the Institute of Historical 
Research from 1977 to 1990. His best-known book was English Landed Society 
in the Nineteenth Century (1963). Thompson was elected a Fellow of the 
British Academy in 1979 and gave the Ford Lectures at Oxford in 1994.



769 Notes on Contributors 

Jan Toporowski is Professor of Economics and Finance at SOAS University 
of London and holds visiting appointments at International University 
College, Turin, Italy, and the University of Bergamo, Italy. He studied 
Economics at Birkbeck College, University of London and the University of 
Birmingham. Toporowski has worked in fund management, international 
banking, central banking and economic consultancy. He has written nearly 
300 articles, books and papers on finance, monetary theory and macroeco-
nomics, including two volumes of intellectual biography on Michał Kalecki.

John  Vint is Emeritus Professor at Manchester Metropolitan University 
(MMU) and Honorary Professor at Perm State University, Russia. He was 
formerly Head of Department at MMU and has taught at universities in the 
UK and North America. His research interests lie in the history of political 
economy specialising in the work of John Stuart Mill and Harriet Martineau. 
In 1993, Vint won the Joseph Dorfman Award for the best dissertation in the 
history of economic thought and published a book in 1994 based on his doc-
torate entitled Capital and Wages. For 18 years, he was the editor of the History 
of Economic Thought Newsletter and has been the Chair of the Martineau 
Society since 2014.

Warren Young is Emeritus Professor of Economics at Bar-Ilan University, 
Israel. He has published and edited books and articles on the history of mod-
ern macroeconomics and growth theory, the history of the Federal Reserve, 
international macroeconomics, energy economics and the economy of Israel. 
He is the author, with the late Fred Lee, of Oxford Economics and Oxford 
Economists (1993). Young was an adviser to the Archives Project, Federal 
Reserve Bank of Minneapolis. He was a Visiting Professor at the Tepper 
School of Business, Carnegie Mellon University and the Center for Economic 
Efficiency, Arizona State University. Young holds a PhD from the University 
of Cambridge.



Index1

771

A
Abadir, Karim, 14, 584
Abstentionist tradition, 551
Accounting rate of interest (ARI), 488
Adam, Chris, 34, 48
Adjustment policies, 45–47, 51, 60

UNICEF’s critique of, 45
Adolescent trauma, 349
Ady, Peter H., 34–37, 449, 457
Africa

agricultural development 
strategies, 54

industrialisation in, 50
industry and productivity in 

Africa, 49
Agglomeration, 699, 702
Aghion, Philippe, 741–743
Agrarian development, 114
Agrarian History of England and Wales, 

The, 115
Agricultural depression, 227, 437
Agricultural Economics Research 

Institute (AERI), 7, 33, 35, 115, 
371–373, 384, 385, 387, 390

Agricultural enclosure and 
innovation, 115

Agricultural organisation, 102
Agriculture, 35, 36, 40, 49, 54, 77, 

116, 173, 174, 228, 229, 
240–245, 359, 381, 388, 389, 
435, 476n5, 487, 491, 493, 494, 
496, 496n17

Agriculture and Economic Progress, 115
A’Hearn, Brian, 112
Ainslie, George, 636
Aitken, Alexander, 155
Akerlof, George, 647, 658
Akkoyunlu, Sule, 16
Alkire, Sabina, 44, 59
Allen, Maurice, 78n4, 137, 140, 142, 

143, 149
Allen, Robert, 103, 116, 120, 628
Allen, Roy, 155, 273
Allowance System, 177, 178
Allsopp, Christopher, 91, 601
All Souls College, 79, 101n1, 105, 116, 

119, 121, 147, 148, 155, 258, 260, 
303n12, 423n9, 474, 628, 737

1 Note: Page numbers followed by ‘n’ refer to notes.

© The Author(s), under exclusive license to Springer Nature Switzerland AG 2021
R. A. Cord (ed.), The Palgrave Companion to Oxford Economics, 
https://doi.org/10.1007/978-3-030-58471-9

https://doi.org/10.1007/978-3-030-58471-9#DOI


772 Index

Almost Ideal Demand System (AIDS) 
model, 645, 650, 652, 653

framework, 654
American and British Technology in the 

Nineteenth Century, 118, 427
American business cycle, 372
American cottage industry, 428
American productivity, 372
Anand, Sudhir, 44
Ando, Albert, 10
Andrews, Philip Walter Sawford, 76, 

77, 79, 80n6, 80n7, 81–86, 
85n10, 90, 91n13, 92–94, 140, 
149, 152, 153, 286, 286n2, 294, 
302, 303, 313, 335, 
395–411, 473

biography, 409
On Competition in Economic 

Theory, 405
economic thinking, 397
gross profits, 397, 398
interpretations of Marshallian 

economics, 84
Journal of Industrial Economics, 76, 

85–88, 90, 93, 94, 396, 407, 
741, 750, 751

on labour economics, 409
Manufacturing Business, 81–85, 90, 

303, 398–401, 405, 406, 
408, 409

Netherlands Lectures, 401
normal-cost pricing principle, 400
normal-cost principle of 

pricing, 398
on oligopoly, 398, 399, 405
pricing decisions, 404
Studies in Pricing, 407
theories of price formation, 403
theory of costs, 397
theory of firm, 397, 405, 407–409
theory of oligopoly, 399, 403
theory of price in competitive 

oligopoly, 397, 398

Anglo-Dutch auction, 722, 724
Anglo-German housing, 663
Animal studies and comparative animal 

psychology, 202
Anson, Sir William, 105, 121
Applied statistics, 6
Appropriate products, 39
Appropriate technology, 38, 39, 

50, 152n3
Arellano, Manuel, 13, 14, 17
Aristotle’s Ethics, 103, 237n7
Arndt, Heinz, 333, 374, 380, 381, 383, 

387, 540
Arnold, Thomas, 208, 209
Arrow, Kenneth, 475, 481, 483, 

638, 742
Arrow-Debreu paradigm of general 

equilibrium theory, 694
Artis, Michael, 445, 448, 449, 457n6, 

463, 464, 466, 592, 601
Ashley, William James, 104, 114, 116, 

122, 136, 185, 186, 208, 227, 
242n14, 246

Asian Drama, 38
Aston, Trevor, 114
Atkinson, Sir Tony, 12, 648
Aumann, Robert, 626
Australia

food production, 384
industry, 381, 383

Australian protectionism, 527
AUTOREG, 576, 577

B
Babbage, Charles, 257
Bacon, Francis, 5, 241

Novum Organum, 5
Bacon, Robert, 11
Bagehot, Walter, 168, 190, 241, 726
Bain, Andrew, 601
Bain, George, 546
Bain, Joe, 287, 406



773 Index 

Baldwin, Robert, 535, 691, 693, 
696, 700–702

Ball, James, 9
Balogh, Thomas, 34–37, 39, 47, 137, 

142, 143, 150–152, 154, 
347–365, 349n2, 349n3, 353n7, 
361n10, 372, 443, 477

as adviser, 35, 350, 362
banking career, 350
benefits to UK via North Sea, 361
biography, 349n3
contributions, 353, 355, 357–364
criticism of Civil Service, 351, 364
development and international 

trade, 359
as economic adviser, 351, 352
on employment, 152, 354, 358
on exchange controls, 360, 361
German inflation of 

1921–1923, 349
on German rearmament, 357
importance of agriculture, 359
international payments, 358, 360
vs. Keynes, 152, 350, 353, 354
on role of education, training and 

technology, 359
understanding of inflation, 358
view of markets, 364

Baloghian economics, 347, 
353–357, 365

Banerjee, Anindya, 14, 566, 569–572, 
606, 607

Bank for International Settlements 
(BIS), 649, 662, 663, 751

Banking crisis of late 2008 and 
2009, 752

Banknotes, 216, 217
Bank of England, 155, 217, 245, 246, 

339, 350, 577, 589, 598, 599, 
601, 649, 663, 712, 713, 726, 
728, 730, 753, 754

Baragwanath, Laurie, 91
Bårdsen, Gunnar, 15, 591

Barendse, Sander, 15, 584
Barnes, Jonathan, 739
Barr, Abigail, 34, 52, 54
Barry County School, 

418–420, 431n18
Barten, Anton, 514, 514n16, 650, 652
Bartlett, Maurice, 155
Bastiat, Frédéric, 237
Baumol, William, 92, 93, 474, 

600, 751
Beare, Brendan, 15
Beckerman, Wilfred, 351
Beckett, J. V., 131, 425, 435n27
Begg, David, 11, 601, 717
Behavioural economics, 196, 201–203, 

231, 411, 626, 635, 685
Beinart, William, 121
Bengal famine of 1943, 43
Benn, Anthony Wedgwood, 144, 333
Benn, Tony, 314
Berenguer-Rico, Vanessa, 12, 15, 17
Bertram, Geoff, 46
Bevan, Aneurin, 350
Bevan, David, 34, 45, 46, 48, 677, 678
Beveridge, Sir William, 82, 155, 245, 

250, 374, 385, 445, 739
Bhagwati, Jagdish, 407, 494, 525n5, 

535, 690
Bhattacharya, Debopam, 15
Bimetallism, 210, 217, 

220n17, 246n20
Black, John, 179, 525
Black Death, 18, 114, 115, 244, 250
Blackie, John Stuart, 286
Blackorby, Charles, 505, 507n4, 

509n6, 511, 691
Blackstone, Sir William, 165
Blackwell, Basil, 156
Bliss, Christopher, 37, 40, 42, 54, 

647, 647n4
Bolshevism, 746
Bonanno, Giacomo, 745
Bonaparte, Louis-Napoléon, 169



774 Index

Bond, Steve, 3n1, 13, 17, 648
Bonfield, Lloyd, 425, 425n11, 435n27
Boom, Crisis, and Adjustment, 45
Bortkiewicz, Ladislaus von, 147
Boulding, Kenneth, 76, 76n2
Boulton, Matthew, 257
Bover, Olympia, 13
Bowley, Marian, 149, 172, 176, 177, 

184, 188
Bowley, Sir Arthur, 6–8, 83, 150, 

153–156, 167n1, 168n3, 259, 
273, 376

Bowman, Alan, 114–115
Boyd-Orr, Lord, 388
Boyle, Robert, 5, 513
Bradley, Reverend Charles, 208, 208n2
Brand, Robert, 152n3
Brasenose, 112, 117, 371, 390, 739
Brassey, Thomas, 472, 480
Brazilian coffee crop, 46
Brecher, Rick, 535
Bretton Woods Agreement, 152, 353, 

462, 465
Bretton Woods Conference, 151, 

152n3, 426
Bretton Woods institutions, 29
Brigden Report, 1929, 524
Briggs, Asa, 121, 133, 134
Bright, John, 103, 236, 248
Bristol Riots of 1831, 237
British Association for the 

Advancement of Science, 141, 
170, 373, 565, 755

British banking system, 601
British Brookings, 463
British Economic Growth, 

1270–1870, 111
British Industrial and Commercial 

Financial Corporation, 143
British industrial growth, 119

relation with slavery, 119
British National Oil Corporation 

(BNOC), 353, 363

Broadberry, Stephen, 15, 18n3, 111
Broome, John, 648
Brougham, 177, 178
Brown, Alan, 11
Brown, Arthur J., 139, 149, 457, 459, 

460, 601
Brown, Henry Phelps, 137, 142, 245, 

259, 376, 443
Browning, Martin, 15, 17
Bruins, Marianne, 15
Brunner, Elizabeth, 81, 83, 83n8, 

84n9, 85, 86, 91n13, 92, 93, 
93n15, 396, 400, 401, 407

Buchanan, James, 638
Budd, Christopher, 741, 742
Buiter, Willem, 601
Bulletin of the Oxford Institute of 

Economics and Statistics, 9
Burchardt, Frank A., 9, 81, 149, 150, 

154, 157, 445
Burchardt, Fritz, 443, 445
Burki, Javed, 43
Burns, Terry, 601
Butler, Arthur Gray, 257
Butler, Christina Violet, 106
Butler, Sir Harold, 82, 83, 155, 257
Byatt, Ian, 601

C
Caceras, Carlos, 16
Cairncross, Alec, 336, 339, 601
Cambridge “Circus”, 375
Cambridge Cost Controversies of 

1920s, 83
Cameron, David, 143, 659
Cameron, Gavin, 13, 662n17
Campion, Harry, 155
Cannan, Edwin, 104, 116, 122, 136, 

138, 208, 286
Cannon, Edmund, 14
Canto, 16
Capie, Forrest, 601



775 Index 

Capital, 30, 31, 39, 40, 47–49, 51, 52, 
81, 113, 119, 120, 138, 167, 
172, 174, 185, 186, 200, 215, 
216, 219–223, 222n18, 226, 
228–231, 236, 239, 241n12, 
243, 250, 289, 293, 295, 298, 
315, 318–321, 358, 359, 
380–382, 386, 387, 421, 428, 
475, 494, 495, 508, 521, 528, 
530, 532, 533, 600, 624, 
628–630, 632, 633, 661, 678, 
682, 700, 701, 703, 704, 729, 
741, 751, 752

Carbon dioxide (CO2) emissions, 
19, 20, 605

Carpenter, Lucy, 12
Carr-Saunders, Alexander, 374, 382
Carson, Donald, 445
Cashmore, John, 689, 690, 693, 695
Cassel, Gustav, 138
Cassen, Robert, 48
Castle, Barbara, 350, 550
Castle, Jennifer, 15–18, 20, 375, 551, 

552, 574, 576, 583, 589, 592, 
593, 604, 606

Centralised wage determination 
system, 536

Centre for the Study of African 
Economies (CSAE), 33, 34, 46, 
48, 49, 52, 54, 57, 678, 692

Chamberlin, Edward, 76n2, 139–141, 
311, 313, 336, 341, 400, 
401, 695

Champernowne, David, 9, 155–157
Chandler, Alfred, 110
Chaney, Eric, 112
Chaplin, Henry, 227, 229
Cherwell, Lord, 310, 315, 339
Chester, Norman, 8, 132, 134, 136, 

142, 157, 407
Chevalier, Michel, 214
Chevillon, Guillaume, 16
Chichele Chair at All Souls, 123

Chichele Chair of Economic History, 
107, 109, 427

Childhood and Child Labour in the 
British Industrial Revolution, 113

China Household Income Project 
(CHIP), 53

China’s industrial policy, 50
Chow test, 573
Clapham, J. H., 76, 107, 109, 285, 

421, 424, 427, 437
Clark, Colin, 5, 7–8, 34–36, 

47, 371–391
on birth control, 383
career in Australia, 7, 378–384, 390
cause of global poverty, 380
The Conditions of Economic Progress, 

35, 379–381, 387
conversion to Roman 

Catholicism, 383
cycles of over-investment and 

under-investment, 382
on development economics, 

372, 387–390
as Director of AERI, 371, 372, 384, 

387, 390
on economic growth, 36, 47, 381, 

385, 386, 389
on economic progress, 381, 382, 388
The Economics of 1960, 381
education, 371, 390
on food supply, 373, 385, 388, 389
The General Theory, 375, 377
The National Income, 1924–31,  

8, 375, 376
National Income and Outlay, 8, 377
Population Growth and Land Use, 

388, 389
on self-help and voluntarism, 385
on taxation, 35, 383, 385–387
A Treatise on Money, 375
Welfare and Taxation, 385–386
What Everybody Wants to Know 

About Money, 377



776 Index

Clark, John Maurice, 75, 409
Clarmont Daniell’s plan, 217
Clay, C., 425
Clay, Henry, 83, 155, 301n10
Clegg, Hugh, 107, 546
Clements, Mike, 13, 14, 569, 571, 

579, 581–584, 586–588, 591, 
593, 594, 607

Clerical Disabilities Relief Act 
1870, 239

Climate Change Act of 2008, 19
Climate Econometrics (CE), 4, 17, 

19–20, 564, 604, 606, 607, 711
Cliometrics, 110–112, 429
Coase, Ronald, 294, 294n5, 295, 396
Cobbett, William, 106, 165
Cobden, Richard, 103, 236, 237, 248

Speeches on Questions of Public 
Policy, 236

Cobden Club, 236
Cognitive biases, 113
Cohen, Ruth, 131, 373
Cohn, Katia, 521
Cohn, Rudolf, 521, 522
Cointegration, 12, 14, 568–572, 575, 

578, 582, 583, 591, 593, 597, 
598, 606, 607

Cole, G. D. H., 82, 106, 117, 122, 
150, 153, 373, 375–377

Cole, W. A., 111
Coleman, D. C., 102, 109, 110
Collective bargaining, 549, 550, 

557, 558
Collective utility curve, 277
Collier, Paul, 34, 34n1, 45, 46, 48, 52, 

57, 60, 535, 673–685
analysis of Harris_todaro 

model, 676
The Bottom Billion, 683
Controlled Open Economies, 677, 678
distinction between unemployment 

and informal sector 
employment, 676

doctoral thesis, 674
early life, 673–674
on economics of civil wars, 679–681
on labour markets and poverty in 

Tanzania, 675
on reallocation of resources, 675
as Research Director at World 

Bank, 679
Peasants and Governments, 677, 678
political economy, 48, 679, 

681, 683
study of Dutch Disease in 

Nigeria, 675
Tanzanian household budget 

survey, 677
theory of cultural development 

traps, 684
Wars, Guns and Votes: Democracy in 

Dangerous Places, 683
Collier-Dollar papers, 679
Colonial economics, 29, 30, 35
Common law prohibitions of 

conspiracy and restraint of 
trade, 183

Common People, 1746–1938, The, 106
Company accounts, 92, 395
Comparative advantage, 52, 225, 

492–494, 538, 675, 693, 695, 
698, 705, 740

Conflict
causes and consequences of, 57
negative and social impacts of, 57
role of horizontal inequalities, 57

Conjectural variation (CV), 92, 
273, 715

Consultative Group on International 
Agricultural Research, 40

Consumption, 10, 14, 41, 77, 102, 
113, 120, 153, 173, 174, 
221–223, 230, 250, 265, 275, 
377, 385, 388, 453, 455, 462, 
465, 486–488, 506, 509, 511, 
511n10, 513–515, 526, 567, 



777 Index 

595–597, 634–636, 645, 646, 
648, 649, 654–663, 655n11, 
665, 675, 699, 704, 705

Contestable markets, 92, 93
Contractarian neo-utilitarianism, 271
Convertibility of banknotes, 216
Convertible notes, 216
Conveyancers, 164–166
Cook, Steven, 14
Coolidge, W. A. B., 227
Coombs, H. C. (“Nugget”), 352
Cooper, Richard, 479, 526, 539
Cooper, Theo, 347, 352n6
Corden, Max, 37, 91, 477, 479, 

521–541, 674
anti-semitic attitudes, 522
balance of payments, 526, 533
centralised wage determination 

system, 536
change of name, 521, 523
conservative social welfare 

function, 531
cost reduction effect, 

concept of, 533
on Dutch Disease phenomenon, 537
effective rate of protection (ERP), 

527–530, 527n9
hierarchy of policy 

interventions, 531
honours, 540
impact on Oxford 

economics, 534–536
on inflation and exchange rates, 

533, 539
Inflation, Exchange Rates and the 

World Economy, 529, 532, 539
on international adjustments to 

1973 oil price shock, 533
marriage, 526, 540
mentors and friends, 525–526
at NIESR, 526
Oxford years (1967–1976), 533–534
Professorship at SAIS, 538

publications, 539
reform recommendations for 

Australia, 527n7
return to Australia, 

526–529, 536–538
The Theory of Protection, 529–531
on trade policy, 524, 527n7, 530, 

531, 531n15
Trade Policy and Economic Welfare, 

523, 529–531
trade suppression effect, 

concept of, 533
transport economics, 524

Corley, T.A.B., 104, 396, 406
Corn Laws, 166, 174–176, 184, 

237, 483
Cornhill, The, 166
Costa, Vickers da, 497, 498
Cost-benefit analysis, 41, 60, 477, 490
Cost-pricing principle, 90
Cournot oligopoly, 713, 717, 743, 

748, 749
Courtauld, Samuel, 82, 83, 156, 396
Courtauld Committee, 83, 83n8
Courtauld Inquiry 

(1943–1947), 81–85
COVID-19 pandemic, 592, 593
Cowles Commission, 8, 149
Cox, Sir David, 12, 17, 605, 648
Crafts, Nicholas, 111, 112, 119, 690
Crosland, Anthony, 143, 144, 333, 475
Crosland, Tony, 354, 478, 479
Crossman, Dick, 350
Cross-price elasticities, 272
Cunningham, William, 104, 106

D
Dalton, Hugh, 375, 378, 379
Daniels, Glyn, 420
Darwin, Charles, 257, 626
Darwin, Erasmus, 257
Dasgupta, Partha, 42, 486, 489, 740, 741



778 Index

Data collection, 7, 371
Data generation process (DGP), 566, 

574, 576, 578, 581, 582, 585, 
586, 590

Daunton, Martin, 420
David, Paul, 119, 628
David, Richard, 198
David Hutchison, Macgregor, 

77, 283–304
empirical approach to economics, 78

Davidson, James, 505, 570, 572, 595, 
597, 657

Davies, David, 421
Davy, Humphry, 257
Deane, Phyllis, 111, 379
Deardorff, Alan, 535
Deaton, Angus, 11, 508, 596, 597, 

638, 645, 647, 650, 
652–655, 658

Debt crisis, 31, 42, 45, 532, 646
Delboeuf, Joseph, 262
Dempster, Michael, 11
Demyship, 164
Dercon, Stefan, 49, 52–55, 60, 678
Desbarats, Kate, 14
Developed countries, 29, 31, 32, 36, 

44, 47, 61, 62, 551, 700
Developing countries, 30–32, 35–41, 

45, 47, 48, 50–52, 60–62, 340, 
386, 476, 477, 478n7, 479, 485, 
488–490, 494, 498, 527n10, 
528, 528n12, 533, 537, 539, 
559, 702

analysis of international capital 
flows to, 51

Developmental state, 47
Development economics

changing context, 31–32
institutional evolution of, 31, 33–34

Dewar, Thomas, 445
DHSY’s approach

equilibrium correction term, 597
Sherlock Holmes approach, 596

Diaz-Alejandro, Carlos, 535

Dicey, Alfred Venn, 121
Diebold, Frank, 15, 593
Differenced VEqCM (or 

DVEqCM), 591
Dilnot, Sir Andrew, 12, 648
Dimand, Robert, 190, 377
Dimsdale, Nicholas, 91, 111, 118, 

601, 628
Ding, Sai, 47
Disappearance of the Small Landowner, 

The, 105
Dispositions, 200, 202, 246, 267, 269, 

302, 424, 425
vs. motives, 202

Distributive justice, 260, 262, 270
DiTraglia, Frank, 15
Divergence, 120, 220, 525, 531, 589
Dixit, Avinash, 694, 696, 714, 747
Dobb, Maurice, 334, 445
Doctrine of reciprocity, 116
Doeringer, 409, 546–548
Dolado, Juan, 14
Domar, Evsey, 322
Domestic distortions, theory of, 525
Donaldson, David, 691
Donovan Report, 549
Doornik, Jurgen, 13, 14, 16, 20, 566, 

568, 569, 572, 573, 576, 577, 
586, 588, 593, 599, 607

Doscher refineries, 296
Doss, Cheryl, 58, 59
Douglas, Paul, 379
Dow, Christopher, 337, 457
Doyle, John Andrew, 240
DPhil econometricians, 14
Droppers, Garrett, 295
Drummond, Henry, 6, 40, 43, 77, 94, 

103, 134–136, 155, 164, 166, 
168, 188, 189, 195, 207, 
211–214, 226, 235, 238, 238n8, 
238n9, 240, 240n11, 248, 258, 
259, 271, 283, 283n1, 286, 
301–303, 310, 754, 755

Duffy, James, 15



779 Index 

Drummond Chair, 40, 94, 211–214, 
226, 271, 286, 301, 302, 755

Dunning, John, 536
Durbin, Evan, 143, 378
Dutch Disease, 537, 675, 678, 

682, 703
Dynamic Econometrics, 564, 566–569
Dynamic stochastic general equilibrium 

(DSGE) models, 589, 662, 663

E
Earl, Peter, 88, 408–411
East Asian crisis of 1997, 496
Easter Schools in econometrics, 17
Econometrica, 3, 382, 565, 647, 651, 

742, 747, 749
Econometric computing 

softwares, 14, 16
Econometric Forecasts, 9
Econometrics, 3–20, 134, 372, 381, 

434, 436, 453, 456, 465, 504, 
510, 563–578, 580, 601, 604, 
607, 647

definition, 4
Economic development, drivers 

of, 118–121
Economic forecasting, 17, 452–456, 

563, 579, 581, 582, 585, 587, 
589, 593, 607

Economic Growth in Britain and France, 
1780–1914: Two Paths to the 
Twentieth Century, 119

Economic history at Oxford, 101–124
Asian economies, 120
beginnings, 103–107
British economic growth, 118
courses, 102
medieval, 114–116
teaching, 122–124

Economic History of England, 106, 114
Economic Journal, 7, 78, 274, 283, 301, 

311, 312, 333, 334, 336, 349, 

375, 377, 383, 400, 406, 475, 
528n11, 565, 598, 743, 753

Economic Modelling (EMoD), 9, 16, 
509, 563–566, 606, 607

Economic Policy and Projects: The 
Development of a Consumer 
Society in Early Modern 
England, 115

Economic thought and political 
economy, 116–118

Edgeworth, Francis Beaufort, 258
Edgeworth, Francis Ysidro, 6–7, 77, 

94, 101, 136, 136n7, 237n7, 
238, 257–279, 283, 283n1, 298, 
301, 303, 303n12, 310, 503, 
712, 751

analysis of competition, 264
analysis of indeterminancy in 

contract, 266
approach to economics, 260–261
arbitration principle, 270, 271
competition between buyers and 

sellers, 265
complementary demand, 273
concept of contract curve, 266
demand and exchange, 271–273
demand-and-supply curves, 269
determinate rate of exchange, 

264, 265
early works in economics, 263–265
education and career, 258
incentives for entrepreneurs, 273
justification of utilitarianism, 262, 

270, 279
life, 257
on Marshallian economics, 260
Mathematical Psychics: An Essay on 

the Application of Mathematics to 
the Moral Sciences, 258, 263, 270, 
271, 277–279, 301

mathematical statistics, 258, 271
maximisation of expected utility, 271
monopoly and oligopoly, 273–274



780 Index

Edgeworth, Francis Ysidro (cont.)
New and Old Methods of Ethics, 258, 

261, 278
notion of trading body, 264
ptimal utilitarian distribution, 262
at Oxford, 259–260
price-taking equilibrium, 264, 

268, 271
principle of distribution justice, 276
principle of justice, 275
pure theory of international 

values, 276
recontracting process, 267, 268
role of arbitration, 269
statistical papers, 258
tax paradox, 274, 275
theory of taxation and international 

values, 274–277
use of determinants in 

economics, 266
in using Lagrange multipliers, 

263, 266
on utilitarianism, 261–263

Edgeworth, Harriet Jessie, 257
Edgeworth, Richard Lovell, 257
Edgeworth limit theorem, 268
Edgeworth series, 6
Edinburgh Review, 167, 168, 178, 

182, 209
Education in Britain, 186
Edwardian tariff reform 

controversy, 117
Edwards, H. R., 400, 407
Einstein’s theory of relativity, 310
Elerian, Ola, 15
Elsas, M. J., 154
Elvin, Mark, 120
Embryonic industrial economic, 77–79
Emerson, Rebecca, 14, 589
Employment, 30, 35, 38, 39, 41, 42, 

50, 55, 61, 78, 152, 180, 182, 
183, 186, 197, 200, 222, 
225–227, 311, 314, 316, 317, 

322, 338, 340, 342, 354, 358, 
362, 377, 378, 381, 382, 389, 
423, 443–446, 450–453, 
458–462, 464–466, 468, 476, 
494, 496, 525, 527n7, 539, 540, 
552, 553, 555, 558, 638, 656, 
676, 685, 751

Engineering, 82, 331, 332, 340–342, 
550, 635, 711, 730, 745

Engle, Rob, 15, 571, 581, 583
Engle–Granger cointegration test, 

571, 593
English Historical School of 

Economics, 207, 235, 240
English Oxford Movement, 237
English Society in the Eleventh 

Century, 114
Entitlements, 43, 630, 639
Equal Pay Act, 552, 553
Equilibrium firm, 85, 139
Equilibrium correction models 

(EqCMs), 570, 585, 589, 597
Ericsson, Neil, 12, 13, 460, 563n1, 

571, 573, 582, 583, 589, 
591–593, 595, 599, 601, 602

Eroles, Rosa Florentina, 258
Error correction models (ECMs), 570, 

582, 583, 589, 595, 657
Esteves, Rui, 112
Estimation method for dynamic 

panels, 13
Europe since Napoleon, 114
Eurozone’s sovereign debt crisis, 

532, 646
Exchange Rate Mechanism (ERM), 

646, 646n3
Eyre, Governor Edward John, 240

F
Factories Act (Althorp’s) Act of 1833, 185
Factories Act 1847 (Ten Hours Act), 

185, 186



781 Index 

Factory Acts, 183–186, 237
Fafchamps, Marcel, 34, 52, 53, 678
Family allowances, 77
Famine, analysis of, 43
Faraday, Michael, 257
Farrell, M. J., 400, 407
Favero, Carlo, 14, 569
Fawcett, Henry, 214, 239
Fawcett, Nicholas, 16
Fechner, Gustav, 262
Feinstein, Charles, 15, 111, 112,  

119, 121, 123, 625, 627, 628
Feldstein, Martin, 10
Fetter, Frank, 332
Fieldhouse, David, 121
Figgures, Sir Frank, 554
Financial econometrics, 13, 14, 

16, 17, 20
Findlay, Ronald, 533, 535
Firms’ economic behaviour, 90
“First Fundamental Theorem” of 

welfare economics, 268
Firth, David, 12
Fischer, Andreas, 14
Fisher, Antony, 386
Fisher, R. A., 155
FitzGerald, Valpy, 34, 43, 46, 51, 52, 

57, 60, 120
income distribution, 51

Fitzmaurice, Garett, 12
Flanders, Allan, 546
Fleming, Marcus, 337
Flemming, John, 480, 751
Fletcher, C. R. L., 227
Florence, Philip Sargent, 376, 407
Florence Nightingale Bicentennial 

Fellowship, 6
Florence Nightingale Lecture: 2020, 6
Flux, Alfred, 7
Fogel, Robert, 110
Forbes-Robertson, Sir Johnson, 309
Forecast errors, taxonomy of, 565, 582, 

586, 590, 591, 607

Foreign direct investment (FDI), 38, 
39, 50, 51, 696, 705

Foreign direct technology, 
analysis of, 38

Foreign technology transfer, 50
Fox, Alan, 107, 546
Framing the Early Middle Ages, 114
Franco, Susana, 59
Frankel, Herbert, 30, 34, 35, 154
Franks Commission, 333, 432
Fraser, Lindsay, 137, 142, 143
FRB–MIT–PENN model, 580
Free labour markets, 121
Freeman, Edward Augustus, 

237n5, 240
Free world economy, 35
Frenkel, Jacob, 535, 681n4
Friedman, Milton, 10, 32, 117, 335, 

385, 460, 555–557, 600–603, 
638, 639, 751

Frisch, Ragnar, 3, 8
Fu, Xiaolan, 39, 50, 51
Fuggetta, Massimo, 14
Full employment, 30, 35, 151, 152, 

311, 314, 322, 338, 342, 354, 
358, 377, 378, 382, 443–446, 
450–453, 458–460, 462, 
464–466, 468, 555

Full-cost principle, 80, 84, 336

G
Gairdner, Charles, 214
Gaitskell, Hugh, 143, 378
Galbraith, John Kenneth, 14, 108
Galton, Francis, 6, 257
Galton, Samuel, 257
Game theory, 88, 91–94, 134, 738
Gatty, Penelope, 351
Geary, R. C., 507
Gender Asset Gap Project, 58
General economic equilibrium (GEE) 

theory, 87, 88



782 Index

Generalized Instrumental Variables 
Estimation (GIVE), 576, 
577, 599

George, Henry, 629
German ascending auction in 1999, 726
German economic theory, 148
German food economy during war, 632
Getzler, Joshua, 123
Gide, Charles, 137
Giese, Julia, 16
Giffen good, 272
Gilbert, Christopher, 3n1, 4, 11, 567
Girobank, 364
Gisborne, B. M., 157
Gittins, John, 3n1, 5, 6
Global financial crisis, 646, 648, 649, 

663, 665, 751, 752
Globalisation, 50, 692, 693, 705
Goldmann, Josef, 150, 151, 154
Gollin, Douglas, 49, 50
Gonner, E. C. K., 104, 116, 122
Good faith economics, 639
Goodhart, Charles, 601, 602, 647
Goodhart’s Law, 354
Google Trends, 592
Gorman, William Moore, 10, 12, 

503–515, 605, 648, 648n5, 
651, 652

aggregate demand system, 506, 507
early life, 504–505
education, 504
on expenditure and profit 

functions, 514
honours and awards, 504, 505
on issue of household equivalence 

scales, 514
mathematical approach to 

economics, 504, 505
on measurable characteristics, 512
polar form, 507
on separability, 508–511
specific satisfaction functions, 509
on virtue of duality, 514–515

Goschen, George, 136, 240
Government Economic Service 

(GES), 364
Graaff, Jan, 474
Graddy, Katy, 13
Graham, Andrew, 142, 351
Granger, Clive, 15, 570, 571, 584, 

588, 593
Graves, Robert, 260
Great Depression, 138, 443, 458, 555, 

573, 752
Great Divergence, 120
Great Recoinage of 1696, 246
Greats programme, 133
Great Theory, 101
Green, T. H., 135
Greenhouse gas emissions, 20, 729
Green Revolution, 40, 56
Grenfell, Henry, 217, 218, 220
Gresham’s Law, 217
Grether, E. T., 406
Griffin, Keith, 37–40, 42, 44, 

53, 56, 674
Groenewegen, Peter, 284, 286, 

286n2, 301
Gross complementarity, 272
Gross domestic product (GDP), 7, 8, 

18, 354, 390, 452, 454, 589, 
592, 603, 604, 637, 647, 679, 
680, 695, 702, 705

Gross national product, 8
Growthmanship, 386
Growth of collectivism, 121
Growth of the Manor,The, 114
Growth-oriented strategy of 

development, 41
Grubel, Herbert, 535, 693
Gutknecht, Daniel, 15

H
Haavelmo, Trygve, 10
Habakkuk, Evan Guest, 417, 418



783 Index 

Habakkuk, Hrothgar John, 116, 
118–120, 122, 417–438

biography, 428
on economic changes in Britain, 430
experience of red Cambridge, 421
on free trade, 423
historiographical methodology, 428
idea of liberal university, 433
Jesus scheme, 431
knighthood, 417, 433
on labour scarcity, 428
operation of marriages and 

inheritance, 435
personal life, 426
population growth, 429
research on landownership, 424
restoration land settlement, 434
on rise of great estates, 425
sales and inheritance patterns of 

landownership, 424
trade treaty negotiations, 426
years in Chichele Chair, 427

Hafner, Raoul, 473
Hahn, Frank, 322, 504, 647
Hall, Robert Lowe, 80, 83, 84, 90, 92, 

137–144, 303, 331–343, 397, 
404, 405, 598, 647, 648, 
657, 658

biography, 332–333
as Chief Economic Adviser, 331, 

332, 336, 342, 343
Earning and Spending, 334
in Economic and Employment 

Commission, 332, 342
economic functions of state, 333
economic policy, 339, 340
The Economic System in a Socialist 

State, 334, 341
History Today, 342
influence on policy-making, 331, 

338, 340–343
knighthood, 332
phenomenon of excess capacity, 336

positions held, 332, 336, 337, 342
price theory and business 

behaviour, 141
Price Theory and Business 

Behaviour, 334
principle of maximum profits, 336
tenure in government service, 331, 

336–340, 343
tutoring and lecturing, 331–334
weltanschauung, 340

Hammersley, John, 9
Handbook to the University of 

Oxford, 132
Hand-loom weavers, 176, 183–186
Hand-loom weavers and factory 

legislation, 164
Handscomb, David, 9
Harcourt, William, 121
Hardin, Garrett, 197, 204
Hargreaves, Eric L., 137, 142, 149
Harnett, Ian, 14
Harris, Jose, 121, 533
Harriss-White, Barbara, 54, 56, 58, 59
Harris-Todaro model, 533, 676, 682
Harrod, Henry Dawes, 309
Harrod, Roy, 30, 78n3, 79, 80n7, 81, 

137, 139–143, 149, 198, 259, 
283n1, 301–303, 302n11, 
309–323, 334, 339, 372, 383, 
384, 401, 407, 443, 529, 
534, 744

advocacy of import controls, 314
contribution to Keynesian 

economics, 316–323
deflationary policies, 314
education and career, 309, 310
equilibrium investment 

behaviour, 320
expansionist policies, 314
The General Theory, 311, 316, 318
growth model, 312, 322, 323
growth theory, 312, 316–323
honours, 310, 312



784 Index

Harrod, Roy (cont.)
international monetary 

problems, 313
knife-edge, 319, 320
marginal revenue curve, 311
Memorandum, 315
moving equilibrium growth path for 

economy, 317
optimum rate of interest, 323
planned investment and saving, 

319, 320
in politics, 312, 314
post-war academic work, 312
price mechanism, 313
quality of country’s population, 315
rate of growth, 317–321, 323
rate of growth of labour 

productivity, 323
rate of technical progress, 321
Reforming the World’s Money, 313
Towards a Dynamic Economics, 

312, 320
The Trade Cycle, 311, 316, 317
on UK economy, 314
unemployment, 314
warranted equilibrium path, 321
warranted rate, 317–323

Harrod–Domar growth model, 322
Hartwell, Max, 108, 110, 117, 

122, 123
Haswell, Peggy (“Margaret”), 34–36, 388
Hausman, Jerry, 11
Hay, Donald, 75n1, 89–91, 93, 93n15, 

94, 745, 751
Hayek, Friedrich von, 32, 35, 108, 

117, 172n4, 638, 639
Hazlewood, Arthur, 9
Healthcare productivity, 10
Heath, Edward, 143, 365, 478, 

551, 553–555
Heath’s Industrial Relations Act of 

1971, 551

Heavily Indebted Poor Countries 
(HIPC) initiative, 48

Heckscher-Ohlin model, 52, 693, 694
Heckscher-Ohlin-Samuelson 

model, 525
Helmholtz, Hermann von, 262
Hemming, Margaret, 526
Henderson, Sir Hubert, 8, 79, 81, 138, 

140, 148, 149, 154, 286, 303
Henderson, Sir Hugh, 446
Hendry, David F., 4, 9–17, 19, 20, 

147n1, 371, 372n4, 460, 
563–607, 648, 648n5, 662, 663

analyses of taxonomy, 586
appointments in professional 

bodies, 565
on climate change, 604–605, 607
on cointegration, 571
on combining or pooling 

forecasts, 588
developments in model design, 565
differencing, 589–591
dynamic econometrics, 566
early years, 551
on econometrics for empirical 

economic modelling, 563, 
565, 566

econometrics software, 
563–565, 576–578

economic forecasting, 563, 579, 
582, 585, 593, 607

education, 566
empirical analysis, 593–605
Empirical Model Discovery and 

Theory Evaluation, 566, 572–576
equilibrium correction and error 

correction, 582
error correction models (ECMs), 

570, 582, 583, 589, 595, 657
on forecasts of net advertising 

revenue for TV broadcasting 
network, 603



785 Index 

general-to-specific (Gets) 
modelling, 564

influence of Oxford connections, 
565, 605–607

on leading indicators, 589, 607
on money demand, 572, 

598–603, 607
mortgage and housing markets, 572, 

594–595, 607
multiple-path contracting 

searches, 575
nonlinear formulation, 585, 595
nowcasting, 565, 582, 591–593, 607
taxonomy of forecast errors, 565, 

582, 607
theory of unpredictability, 565, 582
UK consumers’ expenditure, 570, 

579, 595, 598
Herschel, William, 257
Hesse, Heiko, 16
Heterogeneity, 567, 646, 653, 655, 

660, 747
Heyer, Judith, 38, 40, 54–56, 58
Heywood, James, 210
Hicks, Norman, 43
Hicks, Sir John, 30, 36, 86–88, 91, 

116, 132, 259, 273, 286, 288n3, 
302, 303, 303n12, 354, 372, 
379, 407, 447, 474, 477, 478, 
481, 484, 485, 505, 514, 529, 
534n18, 751

Hicks, Ursula, 34–36
“Higgledy-Piggledy Growth”, 498
Hindley, Brian, 536
Hines, A. G. (“Bertie”), 648
History of Unilever, 109
Hitch, C. J., 80, 83, 84, 90, 92, 141, 

150, 303, 331, 334–336, 341, 
343, 397, 404, 405

Hoarding, 221, 656n12
Hobbes, Thomas, 5, 629
Hobsbawm, Eric, 108, 109, 421

Hobson, J. A., 136
Hog’s Back, 273
Hooker, Joseph, 257
Hooper, Peter, 587
Hopkin, Bryan, 337, 418, 420, 421n5
Hoskins, W. G., 114, 115, 431
Household econometrics, 52
Hubner, Stefan, 15
Hughes, John, 419
Hugh-Jones, Edward, 81, 91n13
Human development, 43, 44, 

56, 59–61
Human Development Index (HDI), 44
Human Development Reports, 43, 44
Human nature, 169, 202, 220, 225, 

247, 259, 334
Humboldt, Alexander von, 257
Humphries, Jane, 101n1, 112, 113, 

118, 628
Hutber, Patrick, 456

I
Imperfect competition, 75, 91, 94, 

139–141, 269, 300, 302, 311, 
313, 333, 335, 341, 400, 403, 
691, 694, 695, 698

Impulse indicator saturation (IIS), 574, 
576, 578, 587, 593, 604

Income distribution, 9, 41, 51, 93, 
341, 493, 530, 538, 651, 652, 
675, 676

Inconvertible currency, 216
Index number analysis, 6
Indian economy

economic reforms, 1990s, 48
macroeconomy, 48, 49

Industrial behaviours, role of 
information and knowledge, 87

Industrial economics, 75–96, 284, 294, 
301, 409, 410, 730

definition, 75



786 Index

Industrial Economics: Theory and 
Evidence, 89–91, 94

Industrialisation, 29, 30, 32, 50, 55, 
56, 116, 382, 384, 388, 476n5, 
491, 493, 494

Industrial organisation, 
development of, 91

Industrial Reorganisation Corporation 
(IRC), 360, 363, 364

Industrial Revolution of the eighteenth 
century, 106

Inflation-unemployment policy 
trade-off, 117

Informal colonisation, 31
Information theory, 88
Innes, Joanna, 121
Institute of Economics and Statistics 

(IES), 8, 9, 11–13, 30, 33, 142, 
157, 350, 443, 545, 546, 564, 
605, 606, 691

Institute for New Economic Thinking 
(INET), 11, 16, 564, 606, 648

Institute of Statistics
aliens in, 153
war and, 445

Institutional centres in Oxford, 33
Institutionalisation, 76, 82, 85–88
Intercept correction, 582, 

583, 587–589
International Economics Study Group 

(IESG), 536
International financial institutions 

(IFIs), 31, 35, 51, 312, 703
International food production and 

trade, 633
International technology diffusion, 50
International trade and finance, 

151, 540
Irish Home Rule, 239
Irish poor law and famine debates, 164
Ironmonger, Duncan, 372
Irving, Juli, 408
Ito, Ryoko, 15

J
Jackson, Luke, 20
Jackson, Teddy, 9, 11
Jacobsen, Lowell, 297n7, 303, 

409, 411
James Ford Lectures, 105
Japan’s monetary policy, 646, 661
Jay, Douglas, 378
Jenkin, Fleeming, 264, 274
Jenkins, Roy, 143, 361
Jezreel Valley, 624
Jiao, Xiyu, 15, 17, 20
Johansen, Søren, 12, 17, 569, 571, 

574, 575, 578
John, Nassau, 165
Johnson, A. H., 105
Johnson, Harry, 313, 524, 525,  

525n5, 528n11, 529,  
530n14, 536,  
536n21

Johnson Forbes-Robertson, Sir, 309
Joint-Stock Company, 78, 289, 

290, 292
Jones, Charles, 142
Jones, Major Edgar, 420
Jones, Ron, 534, 535
Jorgenson, Dale, 647, 651, 652
Joseph, H. W. B., 310
Joseph Rowntree Foundation, 649
Joshi, Vijay, 37, 42, 45, 48,  

59, 477, 479, 489, 494,  
495, 534

India’s Long Road: The Search for 
Prosperity, 48

India’s Economic Reforms, 
1991–2001, 479, 495

Joslin, David, 420
Josling, Tim, 536
Journal of Industrial Economics,  

76, 85–88, 90, 93, 94, 396, 407, 
741, 750, 751

Jowett, Benjamin, 5, 104, 214
Juselius, Katarina, 569



787 Index 

K
Kahn, Richard, 149, 311, 316, 401

employment multiplier, 311
Kahneman, Daniel, 201, 626, 639
Kahn-Freund, Otto, 551
Kaldor, Nicholas (“Nicky”), 143, 349, 

352, 358, 481, 699
Kaldor-Hicks criterion (the K-H 

test), 481
Kalecki, Michał, 8, 30, 51, 148, 148n2, 

150–154, 156, 397, 403, 408, 
443, 444

Kanaya, Shin, 15
Kaser, Michael, 120
Kasy, Max, 15
Katona, George, 336
Kay, John, 745
Keane, Michael, 15
Keller, Sonja, 16
Kendall, Maurice, 155, 156
Kenen, Peter, 526
Keynes, John Maynard, 10, 78, 138, 

142, 148, 148n2, 151, 152, 
152n3, 155, 156, 259, 262, 283, 
284, 287, 291, 301, 310–313, 
315–319, 321, 322, 333, 
349–351, 353, 354, 354n8, 357, 
358, 365, 375–379, 382–384, 
387, 420, 443, 444, 464, 465, 
497, 556, 646–647, 736

Keynes, John Neville, 136, 227, 240n11
Keynes Day, 464
Keynesianism, 30, 32, 61, 354
Keynesian macroeconomics, 317
Kindleberger, Charles, 332, 535, 648
King, Mervyn, 728, 753
Kitov, Oleg, 16
Kitzinger, Uwe, 479, 497
Klein, Lawrence, 3, 9, 10, 157, 

579, 587
Klemperer, Paul David, 648, 711–730

auction theory, 713, 716, 719, 720, 
722, 723, 725n5, 728, 730

early life, 711
financial crisis and product-mix 

auction, 726–729
price competition, 713
research on oligopoly theory, 713
on switching costs, 713, 

716–719, 730
work in auction theory, 713

Knickerbocker (“Knick”) Harley, 
Charles, 111, 628

Knight, Frank, 75, 334
Knight, John, 34, 44, 47, 52, 53
Knowles, K.G.J.C., 156, 157
Knowles, Kenneth, 546, 547
Kock, Anders, 15
Kondratieff’s theory of cycles, 382
Kotwal, Ashok, 691
Kremers, Jeroen, 601
Krolzig, Hans-Martin, 13, 16, 572, 577
Krueger, Anne, 42, 45, 479, 552
Krule, Jonas, 20
Kurita, Taka, 16

L
Labour markets, 31, 44, 50, 53, 121, 

180, 197, 200, 224, 409, 
546–548, 550, 552, 557, 559, 
560, 633, 656, 657, 
675–678, 682–683

Labour theory of value, 198
Labour Zionism, 625
Lafone, Alfred, 239
Lagakos, David, 49
Lagrange’s “Principle of Least 

Action”, 264
Lal, Deepak, 37, 42, 61, 62, 675, 676
Lall, Sanjaya, 37–39, 50
Lancaster, Kelvin, 474, 513n15, 525
Land Act 1870, 227, 228
Landers, John, 116
Large group competition, 695
Large, Jeremy, 15



788 Index

Latent interactive variable equation 
system (LIVES), 660

Latin American Centre (LAC), 
33, 43, 51

Law of diminishing marginal 
utility, 198

Lawrence, T. E., 260
Lawson, Nigel, 143
Leading indicators, 565, 582, 587, 

589, 607
Lechene, Valérie, 15
Lectures on the Relation Between Law 

and Public Opinion in England 
During the Nineteenth 
Century, 121

Lee, Fred, 77, 78n4, 82, 122, 132, 
134–143, 283n1, 284, 286, 
286n2, 294, 301–303, 301n10, 
302n11, 333, 334, 371, 372, 
397, 407–409

Lennard, R. V., 114
Less eligibility principle, 178
Lever, Harold, 352, 362, 365
Lever, Jeremy, 737, 738
Levett, A. E., 114
Lévy process, 16
Lewis, Arthur, 387, 474
Liang Chen, 15
Liebig, Justus von, 59
Lindbeck, Assar, 312
Lindsay, Alexander Dunlop, 82, 350
Lindsay, Sandie, 150, 155, 350
Linear expenditure system (LES), 

507, 652–654
Linton, Oliver, 14
Lipsey, Richard, 474, 525, 674
Lipson, Ephraim, 106, 107, 114
Little, Ian Malcolm David, 37, 38, 41, 

42, 45, 61, 372, 471–498, 
528n12, 539

on consequences of reliance on 
controls, 493

as development economist, 37, 471, 
475, 475n4, 477, 478n7

economic appraisal of electrical 
plant, 476

experience in portfolio 
investment, 497

family relationships, 472
India: Macroeconomics and Political 

Economy, 1964–1991, 479, 495
on Indian economy, 472, 494–496
Little by Little (LbL), 472, 473, 

474n3, 475n4, 476n5, 478n7, 
479, 485, 489, 490, 497, 498

Manual Industrial Project Analysis II, 
Social Cost-Benefit Analysis, 
477, 486n10

on marginal conditions, 484
on marginal-cost pricing, 484
marriage, 480
as a member of BAA board, 478
personality, 472–480
perspective on African developing 

countries, 476
on price policy for public 

enterprises, 484
Prize Fellowship, 474
on project evaluation, 41, 476, 

476n5, 477, 485–491
role of trade in economic 

development, 491
service in Royal Air Force, 473
on welfare economics, 472, 

474, 481–485
Little–Mirrlees approach to project 

evaluation, 41
Livingstone, Sir Richard, 154–155
Lloyd, Peter, 535, 694
Lloyd, William Forster, 135, 195–204

animal studies and comparative 
animal psychology, 202

behavioural economics, 
196, 201–202



789 Index 

education, 202
marginal utility and theory of 

value, 198–199
plight of poor and population 

growth, 200
political economy, 196, 200, 202
on poor laws, 199–200
progressive principle, 200
publications, 196, 203, 204, 236n3
tragedy of commons, 196–197, 199, 

203, 204
Lomax, Rachel, 601
Lombardi, Domenico, 16
London School of Economics (LSE), 4, 

8, 11, 13, 35, 54, 79n5, 83n8, 
85, 86, 104, 105, 110, 111, 148, 
150, 155, 286, 374, 383, 384, 
396, 400, 504, 524–526, 536, 
564, 566–568, 570, 576, 579, 
580, 605, 691, 706

Long Depression of 1873–1896, 229
Loveday, Alexander, 148
Lovell, Richard, 257, 258
Lowe, Adolph, 147
Low-income countries, 32, 48, 50
Lucas, Robert, 364, 566, 638, 639, 741
Lupi, Claudio, 14

M
MacDonald, Ramsay, 375
MacDougall, Donald, 155, 339, 479, 

497, 498
Macgregor, David Hutchison, 76–81, 

94, 138–140, 150, 155, 
283–304, 395, 402

bargaining strength of buyers and 
suppliers, 297, 298

combination’s productive efficiency, 
297, 298

competition, 78, 140, 285, 288
costs of competition, 299

critical assessment of Ricardo’s 
Principles, 290

as Drummond Professor of Political 
Economy, 1922–1945, 155

education, 302
Enterprise Purpose & Profit, 78
Inaugural Lecture as Drummond 

Chair, 302
Industrial Combination, 77, 79, 284, 

285, 291, 292, 296, 300, 304
industrial combination/industry 

combination, 77, 79n5, 296, 
297, 302

industrial economics, 77, 78, 
284, 301

Industry and Trade, 284, 
288, 290–292

labour combination, 299
on Marshallian economics, 138
nature and scope of 

competition, 292
on Oxford Economists’ Research 

Group (OERG), 76–81, 94, 
303, 395

Presidential Address, 1890, 292, 294
profit maximisation, 297
profit maximisation rule, 288
Report of Travels, 77
representative method of 

organisation, 296
on socialism, 296
as Stanley Jevons Professor of 

Political Economy at 
Manchester, 286

on trusts and cartels, 289, 291, 
296, 299

Machlup, Fritz, 336, 535
Macmillan, Harold, 312, 338, 339, 

342, 401
Macro-analysis, 48
Macroeconomic modelling, 9
Macroeconomic stability, 48, 495



790 Index

Macro policies, 46, 48, 53
Macrosty, Henry, 294–296
Magdalen College School, 451
Magee, Steve, 535
Magnus, Jan, 573
Mainstream economics, 30, 32, 294n5, 

317, 364, 674, 680, 697
Mair, Mary Charlotte, 165
Making of the English Landscape, 

The, 114
Malinvaud, Edmond, 3, 647, 655
Malmgren, Harald, 86–88, 94
Mandelbaum, Kurt, 30, 156, 443
Mann, Julia de Lacy, 106
Marginalism, 80, 140, 335
Marginal revenue (MR), 80, 140, 141, 

288, 311, 335, 397, 403, 714, 
721, 721n4, 722

Marginal utility conception of 
value, 198

Market conditions, in GEE, 87
Market crowding effect, 698, 699
Market economics, 34
Market expansion effect, 698, 699
Marriage, Debt, and the Estates System, 

116, 435
Marris, Robin, 92, 647
Marschak, Jacob, 8, 147, 149, 

150, 302n11
Marshall, Alfred, 7, 76, 77, 78n4, 

83–85, 84n9, 90, 91, 93, 94, 
101, 132, 135–142, 199, 207, 
214, 227, 259, 260, 263, 269, 
271, 272, 276, 278, 283–303, 
283n1, 333, 357, 365, 379, 401, 
402, 405, 411, 447, 481, 484, 
698, 699, 751

Marshall, Bob, 568
Marshallian competition, 402
Marshallian supply and demand 

theory, 137
Marshall Plan of 1948, 359
Marshall’s analysis of prices, 139, 140

Martin, James, 606
Martin, Kingsley, 349
Martinez, Andrew, 16, 20, 563n1, 

584, 605
Martins, Susana, 15, 20
Marx, Karl, 59, 108, 115, 132, 186, 

311, 409, 629, 739
Marxian treatment of capitalism, 200
Mary, Eleanor, 442
Maskin, Eric, 729, 741
Mason, Edward, 86
Massmann, Michael, 16
Master of Philosophy (MPhil) degree, 

3, 12, 33, 134, 142, 599, 648, 
690, 740, 741, 754

Mathias, Peter, 109, 118, 119, 
627, 628

Matthews, R.C.O., 322, 601
Mavroeidis, Sophocles, 15, 16
Mayhew, Nicholas, 114
McCarthyism, 157
McCartney, Matthew, 49
McCloskey, Donald, 111
McCrone, Gavin, 390
McFadden, Dan, 647
McKenna, Chris, 123
McKenzie, Lionel, 474
McMahon, Kit, 447, 449
McManus, Maurice, 504
McPherson, Klim, 12
Meade, James, 9–10, 132, 137, 142, 

149, 156, 259, 332, 333, 337, 
397, 524–526, 530, 692, 693

Mean square forecast errors (MSFEs), 
565, 582–585, 594, 607

Méchanique Celeste, 278
Meitz, Mika, 15
Melbourne, Lord, 7, 166, 183, 378, 

390, 522–524, 526–529, 
536, 540–541

Mercantile theory, 218
Merchants and Planters, 119
Merivale, Herman, 135



791 Index 

Metin, Kivilcim, 14
Meyer, Margaret (“Meg”), 648, 714, 

715, 720
Microeconomic theory, 317
Micro studies, 52
Middle-income countries, 50
Mike, Michael, 13
Mill, James, 165–167, 170
Mill, John Stuart, 103, 116, 132, 136, 

165, 172, 172n4, 173, 188, 207, 
216, 218, 222, 239, 247, 
247n21, 277, 287, 288, 311, 
385, 481, 629

Essays on Unsettled Questions, 170
Principles of Political Economy, 

170, 247n21
Millennium Development Goals, 44
“Milton’s Monetarism”, 602
Mirrlees, James (“Jim”), 33, 37, 38, 41, 

91, 477, 485, 486, 487n11, 489, 
494, 534, 605, 648, 690, 691, 
712, 740, 748

Mises, Ludwig von, 148
MIT India Project, 475, 476
Mizon, Grayham Ernest, 3n1, 10–11, 

14, 568, 582, 586, 598, 599
Mobility costs, 547
Modern History School at Oxford, 122
Modigliani, Franco, 10, 406, 647
Monetarism, 45, 342, 459, 556, 

601, 602
Monetarist policies in Latin America, 45
Monopolies Commission, 363, 364
Monopolistic competition, 140, 335, 

336, 401, 694–698, 746, 747
Monte Carlo methods, 9, 564
Monte Carlo simulation 

experiments, 13, 577
Monteagle, Lord, 181
Mont Pelerin Society, 108, 639
Morgan, Mary, 573
Morris, Derek, 75n1, 89–94, 737, 739, 

750, 751

Morris, June, 349n3, 351, 357, 
361, 362

Mortgage-equity withdrawal (MEW), 
658, 663

Mortgage lending, 594
Muellbauer, John, 12–14, 507, 508, 

514n16, 605, 606, 645–665
on aggregate consumption, 646, 

656–657, 662
Almost Ideal Demand System 

(AIDS) model, 508, 
645, 650–654

application of duality theory, 650
on changing credit conditions, 659
on consumer behaviour, 650–652
DSGE models, 662, 663
early life and education, 647–650
Economics and Consumer Behaviour, 

645, 650–652, 654–655
on financial liberalisation, 656, 658, 

661, 662, 676n1
financial stability and 

macroprudential policy, 662–664
forecasting of inflation, 646n3, 649
honours and awards, 649
house price-to-income ratio, 660
on housing booms and busts, 657
housing prices, 659
on the impact of taste and quality 

change on consumer cost of 
living, 650

on inflation, 646, 664
on labour and capacity 

utilisation, 656
link between housing and regional 

economy, 661–662
on macroeconomics, 645, 646, 650, 

655–656, 655n11, 664
modelling of household 

behaviour, 650
on mortgage arrears and 

repossessions, 649
PIGLOG case, 651



792 Index

Muellbauer, John (cont.)
on productivity growth 

revolution, 646
real estate and financial crisis, 663
structure of household balance 

sheets, 661
Multicollinearity, 594
Multidimensional poverty index 

(MPI), 59
Multinational investment, 38
Multi-unit auction theory, 716
Mundell, Robert, 526, 532
Murdoch, Iris, 351
Murphy, Anthony, 15, 649, 657–659
Mussa, Michael, 535
Mutual interdependence, 87
Mutually beneficial agreements, 

setting up, 54
Myint, Hla, 34, 35
Myrdal, Gunnar, 37, 38, 387, 639

N
Napier, Macvey, 167
Napoleonic Wars, 174, 179, 183
National accounting, 111
National Board for Prices and Incomes 

(NBPI), 460, 553
National employment guarantee 

programme (MGNREGA), 
India, 55

National Health Service (NHS), 10, 
121, 712, 728

National income accounting, in 
developing countries, 36

National income accounts (NIAs), 
7, 10, 34

National Income and Outlay, 8, 377
National Institute of Economic and 

Social Research (NIESR), 148n2, 
333, 343, 452–454, 457, 462, 
463, 524–526, 649

Nayyar, Deepak, 32, 37

Neale, Adrian, 13, 571, 577
Neary, Peter, 12, 503n1, 535n19, 

537, 538
Neate, Charles, 135, 212n13, 238
Negative income tax, 276
Neild, Robert, 362, 475
Nelson, Charles, 580
Neoclassical economics, 7, 61, 62, 355, 

556, 624, 634, 639, 683, 
684, 685n6

Newbery, David, 41
New economic geography (NEG), 

696–702, 706
New Keynesian Phillips Curve 

models, 589
Newmarch, William, 103, 241, 242

A History of Agriculture and Prices in 
England, 103

A History of Prices, 103
Six Centuries of Work and Wages, 103

New Poor Law in England, 176–180
Newport, South Wales, 689, 690, 693
New trade theory (NTT), 694, 

696–698, 703
New Welfare Economics, 481
Nicholson, John Leonard, 150, 

151, 154
Nicholson, Joseph Shield, 137, 244, 

249, 286
Nickell, Sir Stephen (“Steve”), 9, 11, 

12, 605, 648
Nielsen, Bent, 12, 14, 17, 566, 574, 

575, 648
Nigel, Thomas, 442
Nightingale, Florence, 5–6
Nightingale, Pamela, 114, 120
Noman, Akbar, 37
Non-Gaussian and non-linear 

models, 13
Non-interference principle, 188
Non-zero-sum game, 88, 550, 558
No-profit entrepreneur, 274
Nordhaus, William, 108



793 Index 

Normal-cost pricing, 140, 398, 400, 
407, 408

Noureldin, Diaa, 16
Nowcasting, 565, 582, 587, 

591–593, 607
Nuffield College, 11–14, 33, 107, 110, 

152, 153, 155, 259, 303, 395, 
401, 472, 473, 475, 477–479, 
478n7, 494n16, 497, 504, 525, 
541, 564, 572, 599, 605, 628, 
647n4, 648, 674, 712, 727, 
740, 744

ESRC research programmes at, 13
Nuffield College Post-War 

Reconstruction Survey 
(1941–1944), 82

Nuffield, Lord, 10–15, 19, 37, 38, 41, 
82, 83, 111, 122, 123, 153, 154, 
156, 396, 401, 409, 497, 498, 
529, 529n13, 534, 535, 539, 
605, 648, 648n5, 649, 690, 744, 
745, 751, 754

Nunziato, Luca, 16

O
O’Brien, Patrick, 109, 117, 119, 

123, 171
October Revolution, 147
Offer, Avner, 15, 113, 117, 123, 

623–641, 648
on affluence and hedonistic 

consumer society, 634
The Challenge of Affluence, 113, 

634, 636
education, 636, 638, 641
The First World War: An Agrarian 

Interpretation, 631
German food economy during 

war, 632
as historical writer, 624
land ownership in Britain, 623, 632
on market turn, 638–640

Property and Politics 1870–1914, 
627, 629, 631

on social contract, 634
theory of private-public 

boundary, 640
theory of tenures, 629

Ojala, E. M., 115
Olegario, Rowena, 123
Oligopoly, 92, 93, 273–274, 300, 335, 

356, 363, 364, 397–399, 401, 
403, 405, 694–696, 712–719, 
722, 730, 737, 743, 747

“One Market, One Money”, 700
Open economy, 51, 450, 461, 462, 

476, 532, 537, 539, 650, 656, 
658, 677, 703

Open Fields, The, 115
Open national innovation system, 51
Opie, Redvers, 137, 142, 143
Opie, Roger, 81, 351
Oppenheimer, Peter, 91
Opportunity costs, 41, 476, 490, 597, 

599, 602
Organisational theory, 88
Orwell, George, 683
Orwin, Christopher, 115
Oryshchenko, Vitaliy, 15
Ostrom, Elinor, 204, 639
Outlier detection, 17
Over-consumption, 220, 230
Overseas Development Institute 

(ODI), 476
Owen, Robert, 106
Owen, Roger, 120
Oxford Bulletin of Economics and 

Statistics, 9, 565, 571, 606
Oxford Department of International 

Development (ODID), 30, 33, 
48, 49, 51, 57–59

Oxford development economists, 
34–59, 61

Oxford-Dublin School, 135, 195
Oxford econometricians, 4



794 Index

Oxford econometrics
Age through Antibiotics and 

Biodiversity to Working 
Hours, 18

data construction and 
organisation, 17

1980–2000, 11–15
21st century, 4, 15–17

Oxford Economic Papers, 80, 81, 303, 
334, 397, 398, 401, 747, 
750, 751

Oxford Economists’ Research Group 
(OERG), 76–81, 84, 92,  
94–97, 140, 149, 303,  
313, 331, 334–336, 343,  
395, 397, 398, 401, 407, 
408, 411

pre-war members, 95–96
Oxford Institute of Statistics (OIS), 

8–9, 12, 79–81, 83, 
147–157, 395

Oxford Latin American History 
Database (OxLAD), 46

Oxford Poverty and Human 
Development Initiative 
(OPHI), 59

Oxford Savings Surveys, 10
Oxford School of Politics, Philosophy 

and Economics
careers and activities, 133
during Second World War, 142
economics element of degree, 134
history, 134
influence in post-war 

Britain, 143–144
inter-war years, 137–141
Marshallian economics, 138
pre-PPE, 134–136
tutorials, 133

Oxford University Commission 
(1850–1852), 211

Oxley, Deborah, 113
OxMetrics, 14, 564, 568, 576–578

P
Pagan, Adrian, 15
Pares, Richard, 119
Parker, John, 373
Pasinetti, Luigi, 647
Paternalism, 35, 108
Path dependence, 119
Path indicator saturation (PathIS), 593
Pay Board, 553–559
Payne, Clive, 12
PcGive-based econometrics software 

package, 577
Pearson, Egon, 155
Pere, Pekka, 14
Perfect competition, 87, 141, 288, 

288n3, 300, 341, 402, 408, 694, 
746, 747

Permanent income hypothesis (PIH), 
655, 657, 661, 703, 704

Pesaran, Hashem, 593
Peskett, Anna, 237
Peskett, William, 237
Petroleum revenue tax (PRT), 363
Petty, Sir William, 5, 7, 381, 504
Phelps, L. R., 227, 240, 240n11
Phillips, Bill, 570
Phillips, Peter, 578, 593
Phillips curve, 16, 453, 454, 456, 458, 

555, 570
Phillips model, 117
Philosophy, Politics and Economics 

(PPE) undergraduate degree, 10, 
12, 15, 17, 91, 105, 121, 122, 
131–144, 302, 303, 310, 332, 
333, 340, 342, 445–447, 451, 
473, 479, 545, 559, 606, 674, 
675n1, 739, 740

PIGLOG case, 651
Pigou, A. C., 76, 83, 132, 138, 156, 

260, 272, 277, 283, 284, 300n8, 
333, 334, 341, 401, 402, 474n3, 
523, 530

Piore, M. J., 409, 546–548



795 Index 

Pitt, Michael, 13, 16
Plant, Arnold, 400, 409
Platt, D. C. M., 120
Ploeg, Frederick van der, 692, 703, 704
Plowden, Edwin, 337–339
Polar-area diagram, 6
Political Arithmetick, 5
Political economy, 6, 30, 40, 44, 

46–49, 77, 79n5, 101, 103, 104, 
116–118, 121, 122, 134, 135, 
137, 150, 155, 166–170, 190, 
195, 196, 200, 202, 207, 208, 
211–213, 218–220, 224, 225, 
227, 229, 235, 238, 240, 
240n11, 246, 258, 283–286, 
301–303, 310, 353, 357, 365, 
447, 456, 530, 559, 624, 628, 
641, 681, 683

Political Economy Club, 166–168, 
173n5, 186, 189, 250

Pomeranz, Kenneth, 120
The Great Divergence, 120

Poor Law Amendment Act, 179
Poor Law Amendment Bill, 176
Poor Law Commission, 164, 178, 180
Poor Law Extension Act, 182
Poor Law Reform Bill, 178
Poor Laws, 137, 164, 170, 172, 

174–183, 187, 188, 199–201
Population growth, 36, 173, 197, 200, 

372, 377, 383, 387–390, 429, 
430, 702, 741

Portes, Richard, 648, 655
Positive economics, 335
Postan, Sir Michael, 107, 421–424, 

421n6, 426–428
Potential competition, 93, 293, 

404–406, 410
Poterba, Jim, 3n1, 11, 659
Poverty

analysis and measurement of, 59
relationship between risks and, 53
well-being among poor women, 

India, 59

Pretis, Felix, 15–17, 19, 20, 
593, 604–606

Price, Bonamy, 135, 207–231, 238, 
238n9, 240, 240n11

against child labour, 213, 224
banking, 208, 209, 212
capital formation, 222, 231
Chapters on Practical Political 

Economy, 219–226
competitive markets, idea of, 220
cost of production, 218, 223, 230
on education, 207, 210, 211, 

213, 224
free trade, 218, 225, 230
Inaugural Lecture, 212, 214, 218
interest rates, 223, 230
labour value, idea of, 219
on metallic money, 215
political economy, 207, 208, 

211–213, 218–220, 224, 
225, 229

principles of competitive 
behaviour, 220

The Principles of Currency, 214–218
role of traders, 223
social and moral role for trade 

unions, 224
term of Drummond Chair, 226
Three Fs (fixity of tenure, free sale 

and fair rents), 228, 229
types of saving, 221

Price, L. L., 104–106, 116, 117, 122, 
136, 208, 259, 261

Prices Commission, 553
Price strategies, 93
Priestley, Joseph, 257
Primitive accumulation, 115
Principle of maximum probability, 6
Probability density function, 6
Pro-competitive effects, 696
Productive efficiency, 295, 297, 

298, 300
Product-mix auction, 726–730
Product-Mix Auction Software, 728



796 Index

Profit, 51, 80, 83, 92, 119, 141, 172, 
181, 185, 219–224, 231, 
241n12, 243, 249, 274, 288, 
297, 301, 313, 335, 336, 356, 
362, 378, 387, 396–398, 400, 
404, 410, 444, 451, 452, 488, 
493, 494, 496n17, 497, 508, 
514, 603, 604, 640, 695, 698, 
714–716, 718, 719, 728, 743, 
748, 749, 751, 752

Profit maximising hypothesis, 92
Prudential goods, 639, 640
Psychology, 202, 203, 262, 347, 351, 

356, 634, 684, 745
Public Accounts Committee 

(PAC), 362
Public finance, 36, 52, 275, 301, 

702, 747
of developed countries, 36

Pure maximisation, 78

Q
Qian, Matthias, 17
Qianzi Zeng, 16
Quantification of uncertainty, 6
Quantitative economics, 3, 4, 17, 

134, 627
Quantity theory of money (QTM), 459
Quarter-acre clause, 182
Quasi-fixed factor of production, 

409, 548
Queen Elizabeth House (QEH), 33, 

36–39, 41, 42, 50–52, 57, 59

R
Radcliffe Committee, 342, 475
Radical asset redistribution, 42
Radicalism, 208, 212
Radical trade liberalisation, 42, 477
Rafaty, Ryan, 20
Rahbek, Anders, 15, 17

Railway capital investment, 220
Rajapatirana, Sarath, 479, 539
Ramsay, G. D., 106
Ramsey, Frank, 311, 482, 749
Rationalisation, 78, 300, 630, 729
Ravallion, Martin, 43, 44
Raven Senior, Reverend John, 163
Ray, George, 457
Rayner, A. C., 498
Reaction function, 713, 715
Reade, James, 16
Reasonable remuneration, 140
Reasoning animal, 203
Recontracting process, 267–269
Rees, Albert, 546, 547, 555
Rees, Ray, 747
Reform Bill of 1832, 237
Reichlin, Lucrezia, 593
Relief of the Poor Act (Gilbert’s Act) of 

1782, 178
Religious fractionalisation, 681
Representative firm, 84, 85, 139, 141, 

288, 289, 294, 296, 696
Retail price index (RPI), 339, 

560–561, 651
Revenue Equivalence Theorem, 722
Reynolds, Anne, 237
Reynolds, Henry, 237
Rhodes, Edmund, 155
Rhodes Scholar programme, 133
Ricardo, David, 104, 116, 117, 174, 

178, 198, 203, 218, 219, 224, 
241–243, 241n12, 287, 290, 
311, 461, 629

Ricardo-Viner model, 537
Richard, Jean-François, 568, 581, 595
Richards, Mary, 426
Richardson, George, 81, 86–88, 91, 94
Rickards, George Kettilby, 135
Robbins, Lionel, 35, 137, 142, 143, 

339, 373, 374, 379, 483
Robertson, Dennis, 10, 76, 138, 260, 

379, 401



797 Index 

Robinson, Austin, 285, 286, 312, 
400, 409

Robinson, Derek, 406, 545–560
as Chair of Social Science Research 

Council, 555
cost-push inflation, 556
education, 545
incomes policy, 553–559
on labour markets, 546–548, 557
In Place of Strife, 551
on trade unions, 549–554
wage determination, 550

Robinson, Joan, 76n2, 119, 139, 140, 
311, 313, 316, 318, 358, 400, 
401, 403, 405, 408, 420, 447, 
448, 523

ROBOT plan, 339
Rockefeller Travelling Scholarship, 149
Rogers, George Vining, 236
Rogers, James Edwin Thorold, 103, 

104, 106–108, 112–116, 120, 
122, 135, 208, 209, 211, 212, 
227, 235–250, 258

The Economic Interpretation of 
History, 116, 246, 247n21

Education in Oxford: Its Method, Its 
Aids, and Its Rewards, 247

The First Nine Years of the Bank of 
England, 245

A History of Agriculture and Prices in 
England, 103, 235, 240–245

laws of supply and demand, 243
life and career, 235–240
parliamentary victories, 239
in politics, 239
prices and wages in England, 250
on Ricardo’s theory of rent, 242
views on Oxford 

economics, 247–250
Rogers, Mary Blyth, 236
Romanes, George, 203
Rosenstein-Rodan, Paul, 382, 

475, 476n5

Roser, Max, 17
Roskill Commission, 478
Rothbarth, Erwin, 381, 428
Rothenberg, Tom, 15
Rothschild, Kurt, 150
Rotterdam model, 652, 653
Rowan, Sam, 20
Royal Commission

on the Depressed State of the 
Agricultural Interest 
(1879–1882), 227

on Trade Unions and Employers’ 
Associations, 549

Ruggeri-Laderchi, Caterina, 59
Rural development, 40, 56
Rural England, 1086–1135, 114
Ruud, Paul, 15
Rybczynski, Tad, 525
Rydberg, Tina, 13–14

S
Saith, Ruhi, 59
Salisbury, Lord, 229–230, 240
Salt, Titus, 239
Salter diagram, 534
Salter model, 534, 537
Samuel, Raphael, 109
Samuels, Warren, 78
Samuelson, Paul, 447, 452, 483, 505, 

510, 511, 511n11, 514, 555, 638
Samuelson’s weak independence axiom, 

510, 511, 511n11
Sánchez-Ancochea, Diego, 44
Santos, Carlos, 16
Sargan, Denis, 10, 564, 570, 572, 578, 

579, 594, 598, 599, 648n5, 664
Say, Horace Émile, 168
Sayers, Richard, 137, 139, 142
Say’s Law, 226
Scandinavian economies, 119
Schanz, Georg, 244
Scheffé, Henry, 597, 647



798 Index

Schneider, J.R.L., 83
Schoepperle, Victor, 332
Schumacher, Ernst (“Fritz”), 30, 39, 

152, 152n3, 154, 443
Schumpeter, Joseph, 4, 186n9, 199, 

242n14, 278, 284, 311, 349
Schwartz, N., 9
Schwarz, Moritz, 20
Schworm, William, 691
Scitovsky, Tibor, 42, 45, 476, 482, 

493, 498
Scott, Maurice, 37, 42, 45, 47, 476, 

477, 493, 498, 534
Scott’s analysis of technology and 

growth, 47
Scrope, George Julius Poulett, 182
Seager, Henry Rogers, 137
Seebohm, Frederic, 244
Seers, Dudley, 37, 43, 351
Seldon, Arthur, 385, 386, 390
Self-regarding, 511, 511n11
Sen, Amartya, 33, 43, 44, 489, 

605, 740
Equality of What?, 43

Senior, Nassau William, 135, 163–190, 
195, 207, 303

concept of abstinence, 171
consequences of allowances for 

workforce, 177
contribution to Commission’s 

Report, 187
as a conveyancer, 164–166
on corn laws and English poor 

laws, 180
definition of wealth, 169
on education, 186–187, 190
as Examiner in Political 

Economy, 167
Four Introductory Lectures on Political 

Economy, 170
fundamental propositions, 169, 171
hand-loom weavers and Factory 

Acts, 183–186

impact of Mill’s Principles, 168
Instructions for Assistant 

Commissioners, 177
Irish Poor Law, 179–182
less eligibility principle, 178
on Malthusian orthodoxy on 

population, 173
An Outline of the Science of Political 

Economy, 167, 169, 171, 172n4
as Professor of Political 

Economy, 166–169
publications, 166, 174
Remarks on the Opposition to the Poor 

Law Amendment Law Amendment 
Bill, 178

Ricardo’s claim, 174
role for government, 188
theory of interest and capital 

formation, 167
Three Lectures on the Rate of Wages, 

172, 175
Two Lectures on Population, 173
wages fund doctrine 

proposition, 172
Sensier, Marianne, 15
Separability, 508–512, 654, 654n8
Seton, Francis, 479, 480
Settled Land Act, 1882, 437
Shackle, George, 101, 149, 337, 408
Shaikh, Anwar, 409, 410
Shephard, Kevin, 15
Shephard, Neil, 13, 14, 16, 17, 

606, 648
Sherman Act of 1890, 300
Shiller, Robert, 647
Shin, Hyun, 648
Shone, Robert, 86
Shore, Peter, 314, 350
Sidgwick, Henry, 242n14, 261, 276
Silberston, Aubrey, 406
Sims, Chris, 570
Sinclair, Peter, 739, 751
Singh, Manmohan, 478n7, 479



799 Index 

Slack, Paul, 118, 121
Slade, Margaret, 691
Slavery, link with economic growth, 

110, 118
Slave trade, 119
Small and Big Business: Economic 

Problems of the Size of  
Firms, 156

Smith, Adam, 35, 101, 102, 108, 113, 
135, 203, 207, 218, 219, 
225–227, 231, 231n23, 275, 
287, 290, 311, 373, 546, 547, 
629, 637

concept of equalising wage 
differentials, 546

notion of trade, 35
The Wealth of Nations, 101, 103, 

104, 135, 219, 287, 290, 447
Smith, Gregor, 14
Smith, Henry, 140
Smith, Richard, 116, 117, 123
Snijders, Tom, 12
Snower, Dennis, 648
Social contract, 270, 279, 358, 556, 634
Social cost-benefit analysis for project 

evaluation, 41, 477
Social history, 106, 114, 121, 627
Social indicators, 31, 32, 45
Social policy, 44, 62, 102, 121, 174
Social Reconstruction Survey, 82, 153
Social Science Research Council 

(SSRC), 431, 463, 555
Social security, 151, 339, 340, 557, 712
Social welfare, 271, 483, 484, 511, 

511n11, 531, 655, 717, 748, 749
Socio-economic transformation, 29
Söderberg, Gabriel, 623, 628, 638
Solow model, 47
Solow, Robert, 47, 323, 359, 448, 452, 

465, 509n6, 638, 736
Soros, George, 606
South African Reserve Bank (SARB), 

649, 650

Soviet economic statistics, 379
Spady, Richard, 14
Spencer, Earl, 227, 423
Spooner, W. A., 227
Spring, Eileen, 425, 425n11, 

432, 435n27
Sraffa, Piero, 403
Stamp, Josiah, 7, 376, 377
Standing Committee of the Institute, 

149, 150
Stanley, Arthur, 210
State capitalism, 116
Static marginalist equilibrium 

theory, 85, 405
Statistical Methods of Econometrics, 3
Statistics, 3–8, 3n1, 12, 16, 79, 147, 

149, 152, 154–157, 170, 238, 
242, 245, 249, 258, 259, 271, 
292, 314, 371, 372, 374–376, 
379, 381, 386, 388, 395, 443, 
492, 570, 571, 574, 575, 577, 
580, 591, 596, 647, 658

Statute of Artificers, 244
Steel Price Policy, 86
Steindl, Josef, 30, 83, 150, 151, 154, 

156, 157
Stephen, James, 176
Stephen, Leslie, 163
Stephenson, Judy, 113
Stephenson, Sir William, 227
Stern, Nick, 42
Stern, Robert, 535
Stevens, Edwin, 431
Stewart, Frances, 37–39, 41–45, 50, 

57–59, 347n1, 489
Stigler, George, 184, 301, 336, 

400, 638
Stiglitz, Joseph, 40, 41, 638, 647, 658, 

690–692, 694, 740, 747
Stochastic volatility models, 13
Stock, Jim, 593
Stolper, Wolfgang, 535, 675
Stone, Lawrence, 105, 425



800 Index

Stone, Richard, 10, 111, 647, 650, 
652–654, 655n10

Stoneman, Paul, 745
Storr, Catherine, 351
Strategic behaviour, 78
Streeten, Paul, 33, 37–39, 41–43, 47, 

60, 61, 91n13, 142, 348, 355, 
359, 364, 365, 489

Strict settlements of landed families’ 
estates, 424

Structural vector autoregressions, 589
Structure-conduct-performance 

paradigm, 93
Studies in War Economics, 151, 153
Sub-Faculty in Economics at 

Oxford, 79
Sugden, Edward, 165, 190
Sully, James, 201, 263
Sumner, John Bird, 163
Supple, Barry, 110
Sustainable Development Goals in 

2015, 44
Swallow, Philip, 750
Swan diagram, 526
Swan, Trevor, 323, 337, 475, 526
Switching costs, 713, 716–719, 730
Sylvia, Rosalind, 442, 448, 463
Systematic economic forecasts, 5
Systematic errors, 592

T
Tawney Lecture of 1997, 112
Tawney, R. H., 105–107, 122, 425

Religion and the Rise of 
Capitalism, 105

Teaching method at Oxford, 446
Teal, Francis, 34, 49, 50, 52
Technological capability, 39
Temin, Peter, 118, 428, 429
Ten Hours Movement, 185
Tennyson, Alfred, 267
Teräsvirta, Timo, 593
Textbook of Econometrics, A, 3

Thalheimer, Lisa, 20
Thatcher, Margaret, 110, 446, 459, 

461, 463, 554, 555, 557–559, 
601, 646, 656

Theil, Henri, 652
Theory of cultural development 

traps, 684
Theory of errors, 6
Third World multinationals, 39
Thirsk, Joan, 115, 123
Thomas Senior, Nassau, 163
Thomas, Sir Keith, 109, 420, 423n9
Thompson, E.P., 108, 109, 113
Thomson, Charles Poulett, 185
Thorneycroft, Peter, 339
Thorp, Rosemary, 34, 43, 45–47, 

57, 58, 120
Time Series Processor (TSP) 

software, 14
Tinbergen, Jan, 334, 381, 387, 444, 579
Titch, Little, 419
Tobin, James, 10, 108, 573, 600, 

647, 660
Tocqueville, Alexis de, 165, 168, 169, 

178, 189
Tooke, Thomas, 103, 167, 173n5, 231, 

238, 241
Torrens, Malthus, 167, 173n5, 243
Toynbee, Arnold, 101n1, 104, 107, 

116, 118, 121, 122, 124, 135, 
214, 241

Industrial Revolution, 104, 116
Tractarians, 209, 237
Trade controls, 42, 476
Trades Union Congress (TUC), 460, 

461, 545, 551, 553, 554
Traditional trade theory (TTT), 

693, 696–698
Tragedy of the commons, 196–197, 

199, 203, 204
Transformation, 30, 49, 58, 61, 76, 

89–93, 112, 115, 138, 273, 477, 
484, 510, 583, 584, 624

Transport economics, 524



801 Index 

Treasury Commissioners, 210
Treaty of Rome, 737
Treaty of Versailles, 10
Trinity College Dublin, 258, 504, 

504n2, 505
Trivedi, Pravin, 9, 568
Tutor in Statistics and Probability, 6
Tversky, Amos, 201, 626
Twenty-first century issues

causes and consequences of 
conflict, 57

differentiation between greed and 
grievance, 57

environment, 59
gender aspects of rural 

transformation, 58
poverty, 59

Two-stage budgeting, condition 
for, 509

U
UK Business and Financial Cycles Since 

1660, 111
UK development economics, 477
UK House of Commons’ Treasury and 

Civil Service Committee on 
Monetary Policy, 601

UK house prices, 594, 595, 657
UK housing policy, 646
UK manufacturing, 656
UK regional unemployment, 662
UN Centre for Transnational 

Companies, 38
Uncertainty, 6, 75, 78, 94, 270, 298, 

340, 436, 510, 511, 511n12, 
528, 547, 594, 632, 637, 639, 
650, 655, 658, 661, 714, 715, 
726, 737, 738, 740, 742

Unemployment, 40, 42, 53, 77, 106, 
111, 138, 314, 339, 340, 349, 
354, 357, 359, 363, 374, 378, 
385, 443–445, 452–454, 

456–459, 461, 464, 466, 533, 
536, 536n22, 553, 555–561, 
566, 576, 581, 601, 655, 676, 
736, 747

Unemployment in England, 443
United Nations Conference on Trade 

and Development (UNCTAD), 
38, 51, 60, 452

United Nations Industrial 
Development Organization 
(UNIDO), 38, 42, 60, 486, 
489, 490

United Nations Research Institute for 
Social Development 
(UNRISD), 38, 60

Universal social policy, 44
University of Oxford, 3, 6, 102, 133, 

135, 147, 148, 153, 166–169, 
195, 236, 333, 567, 627, 755

US money-demand equations, 602
Utilitarianism, 261–263, 270, 

276–279, 634, 637
Utility maximisation, principle of, 270

V
Value and Capital, 87, 88, 514
Value of marginal product (VMP), 548
Vandome, Peter, 9
Varian, Hal, 142
Veale, Sir Douglas, 153–155
Veblen, Thorstein, 202, 296
Vector equilibrium correction model 

(VEqCM), 590–591, 603, 604
Venables, Anthony J., 681n4, 

684, 689–706
analysis of resource-rich 

economies, 703
early life, 689–692
on economic development, 

692, 701–704
economic geography, 692, 696–701
education, 690



802 Index

Venables, Anthony J. (cont.)
on impact of trade 

liberalisation, 699
on international trade, 692–697
intra-industry trade, 693, 697
NEG model, 699, 702
new trade theory (NTT), 694
OxCarre research, 703, 703n4
study of interactions between 

geography, development and 
trade, 697

Verein für Sozialpolitik, 104
Version for Budget-Constrained 

Bidders, 729
Vickers Commission, 746, 752, 753
Vickers da Costa Insecs (Investing in 

Success) fund, 497
Vickers, John, 648, 735–755

academic apprenticeship, 740–741
on competition, 746
as consultant, 737–738
early life, 735, 738–740
editorial works, 750–751
education, 738
on financial intermediaries and 

banking, 751
industrial experience, 735, 736
issue of umpiring, 746
microeconomics, 736
monetary economics, 753
on monopolistic competition, 

746, 747
on privatisation, 744, 745
Privatization: An Economic 

Analysis, 744
public service, 753
research collaboration with 

Armstrong, 746–750
research collaboration with 

Harris, 741–743
research collaboration with 

Yarrow, 744–745

teaching career, 740
theory of endogenous growth, 741
as warden of All Souls, 755

Vickers, Ralph, 497, 498
Vienna School, 481
Village studies in India

female infanticide and foeticide, 55
gender discrimination, 55
living conditions in Andhra 

Pradesh, 55
Palanpur studies, 54
role of caste and gender, 55
in South India, 55, 59

Villainage in England, 114
Villiers, Thomas Hyde, 177
Viner, Charles, 165
Viner, Jacob, 475, 674
Vinerian theory, 674
Vinogradoff, Paul, 114
Volatility models, 13, 16

W
Wage bargaining, 549, 550, 556, 559
Wages fund doctrine, 172, 176
Wake, Joan, 422, 423
Walker, John, 14
Wall, David, 536
Wall, Reverend Henry, 238
Wallet Game, 722, 724
Wallis, Ken, 584, 593, 601
Walsh, Sylvia, 442
War-affected economies, 57
War and Trade in the West Indies, 

1739–1763, 119
Washbrook, David, 120
Waterson, Michael, 745, 751
Watson, Mark, 592, 593
Watt, James, 257
Waugh, Michael, 49
Weber, Ernst, 262
Webster, Charles, 121



803 Index 

Wedgwood, Josiah, 257
Weldon, T. D. (“Harry”), 332, 445
Welfare economics, 268, 275, 472, 

474, 481–485, 534n18, 737, 
740, 749

Welfare of manual workers during 
Industrial Revolution, 107

Well-being among poor women, 
India, 59

Weltanschauung, 134, 340
Wenham, Angela, 20, 604
Western concepts of employment, 38
Westminster Abbey and its Estates in the 

Middle Ages, 114
Whately, Richard, 134, 135, 164, 166, 

167, 175, 180, 195, 504n2
Whewell, William, 241, 287, 288
White, Reverend Blanco, 175
Wickham, Chris, 114
Wiles, Peter, 372, 400, 403
Willert, P. F., 227
Wilmot-Horton, Robert, 176
Wilson, Andrew, 115
Wilson, Charles, 109
Wilson, Harold, 35, 132, 143, 350, 

352, 360, 362, 363, 365, 
551, 739

Wilson, Tom, 80n6, 303, 313, 
335, 407

Windmeijer, Frank, 15
Winkworth, Catherine, 210
Winsten, Christopher, 9
Wire Nail Pool of 1895–1896, 296
Wolter, James, 15
Wood, Adrian, 51, 52, 60
Wood, Geoffrey, 601
Workers’ Educational Association 

(WEA), 105, 107, 449
Worshipful Company of Drapers, 105
Worsicisms, 450
Worswick, David, 8, 150, 151, 154, 

301, 441, 474, 601

The Analysis and Forecasting of the 
British Economy, 455

on balance of payment issues, 453
on balance of payments, 461–462
biography, 441
as Director of NIESR, 454
economic forecasting and 

econometric modelling, 453
on economic policy, 446, 461
education, 441, 442
on funding issue of independent 

institute, 462
honours, 480
incomes policy, 444, 445, 452, 

457–461, 464
Jobs for All, 444, 445
Keynesian demand 

management, 458
on Keynes’s ideas, 465
as a member of UNCTAD, 452
as MIT Visiting Professor, 452
on Phillips curve relationship, 

454, 456
publications, 457
on rearmament programme of UK, 450
relationship between money stock 

and prices, 459
research and writing, 449–452
retirement, 463–466
as a socialist, 444, 537
teaching and academic life, 445–449
on unemployment, 443, 466
Unemployment: A Problem of Policy, 

458, 459, 465
Wright, Vincent, 744–745, 751
Wrigley, Tony, 116
Wundt, Wilhelm, 262

Y
Yingying Lee, 15
Young, Allyn, 241, 241n13, 374, 381



804 Index

Young, Michael, 463
Young, Warren, 77, 82, 132, 134–137, 

139–143, 283n1, 301n10, 302, 
302n11, 333, 334, 371, 372, 408

Yule, Udny, 155, 570

Z
Zambia, fiscal reforms in, 48
Zapp, Morris, 750
Zero-sum game, 558
Zhou, Jidong, 747


	The Palgrave Companion to Oxford Economics
	Introduction
	Contents
	List of Figures
	List of Tables
	Part I: Themes in Oxford Economics
	1: Oxford’s Contributions to Econometrics
	1	 Introduction�
	2	 Early Days: Seventeenth–Nineteenth Century Contributions
	2.1	 Sir William Petty
	2.2	 Florence Nightingale
	2.3	 Francis Ysidro Edgeworth

	3	 Econometrics at Oxford, 1900–1980
	3.1	 Colin Clark
	3.2	 Oxford Institute of Statistics
	3.3	 James Meade
	3.4	 Martin Feldstein
	3.5	 Grayham Ernest Mizon
	3.6	 Alan Brown
	3.7	 Other Faculty

	4	 Oxford Econometrics, 1980–2000
	4.1	 Nuffield College
	4.2	 Doctoral Students
	4.3	 Research Funding

	5	 Oxford Econometrics in the Twenty-First Century
	5.1	 Software Developments
	5.2	 Easter Schools

	6	 Contributions to Data Provision in the Twenty-First Century
	7	 Climate Econometrics
	References

	2: Development Economics at Oxford, 1950–2020
	1	 Introduction
	2	 Context and Institutions
	2.1	 The Changing Context
	2.2	 Institutional Evolution in Oxford

	3	 The Contributions of Oxford Development Economists
	3.1	 The Early Years
	3.2	 Flourishing of Development Economics from the Late 1960s
	3.3	 The 1980s and 1990s: Debt Crises and Adjustment Policies
	3.4	 The 1990s and Beyond
	3.5	 New Issues in the Twenty-First Century

	4	 Conclusions
	References

	3: Oxford’s Contributions to Industrial Economics from the 1920s to the 1980s
	1	 Introduction
	2	 Premises: From Macgregor’s (Isolated) Contribution to the OERG in the Analysis of Industrial Firms (1921–1965)
	2.1	 Macgregor and Embryonic Industrial Economics
	2.2	 The Role of the OERG in the Analysis of Industrial Firms

	3	 Roots: From the Courtauld Inquiry to the Publication of Manufacturing Business (1943–1949)
	3.1	 Courtauld Inquiry (1943–1947)
	3.2	 Phillips Andrews’ Contribution and the Publication of Manufacturing Business

	4	 Institutionalisation: From the Creation of the Journal of Industrial Economics to Further Developments Towards Information- and Knowledge-Based Approaches to the Firm (1952–1968)
	4.1	 Creation of the Journal of Industrial Economics
	4.2	 The Information- and Knowledge-Based Approaches to the Firm: Contributions by Richardson and Malmgren

	5	 Transformation: From Industrial Economics to Industrial Organisation (1979–1991)
	5.1	 A Comparison of the Successive Editions of Industrial Economics: Theory and Evidence—A Shift from Industrial Economics to Industrial Organisation
	5.2	 Developments in Applied Microeconomics and Their Influence on Industrial Organisation (1950s–1980s)

	6	 Conclusion
	Appendix 1: Pre-War Members of OERG
	Appendix 2: Post-War Members of OERG
	References

	4: Economic History at Oxford, 1860–2020
	1	 Introduction�
	2	 Beginnings
	3	 Welfare
	4	 Medieval, Agrarian and Demographic
	5	 Economic Thought and Political Economy
	6	 Drivers of Economic Development
	7	 Teaching
	8	 Conclusion
	References

	5: PPE and Oxford Economics
	1	 Introduction
	2	 Pre-PPE Political Economy at Oxford
	3	 PPE Economics at Oxford in the Inter-War Years
	4	 PPE Economics During Wartime and Post-War
	5	 Economics Tutors, Their Students and PPE’s Influence in Post-War Britain
	References

	6: The Oxford Institute of Statistics, 1935–1962
	1	 An Uncertain Start�
	2	 The Wartime Institute
	3	 Aliens Exposed
	4	 The Transition to Peace
	References

	Part II: Some Oxford Economists
	7: Nassau Senior (1790–1864)
	1	 Introduction
	2	 An Affluent Conveyancer
	3	 Professor of Political Economy at the University of Oxford
	4	 Senior on Theory
	5	 Corn Laws, Poor Laws, the Wages Fund and Emigration
	6	 The New Poor Law in England
	7	 Senior, the Irish Poor Law and the Famine
	8	 Combinations, Hand-Loom Weavers and the Factory Acts
	9	 Senior on Education
	10	 The Role of Government
	11	 Conclusion
	References
	Main Works by Nassau Senior
	Works by Nassau Senior Published Posthumously
	Other Works Referred To


	8: William Forster Lloyd (1794–1852)
	1	 Introduction
	2	 The Tragedy of the Commons
	3	 Marginal Utility and Value
	4	 Poor Laws
	5	 Behavioural Economics
	6	 Animal Intelligence
	7	 Conclusion
	References
	Main Works by William Forster Lloyd
	Other Works Referred To


	9: Bonamy Price (1807–1888)
	1	 Introduction
	2	 Life
	3	 Early Government Commissions
	4	 Election to the Drummond Chair
	5	 The Principles of Currency (1869)
	6	 Is Economics a Science?
	7	 Chapters on Practical Political Economy (1878)
	8	 Teaching in Oxford
	9	 Later Royal Commissions
	10	 Conclusion
	References
	Main Works by Bonamy Price
	Other Works Referred To


	10: Thorold Rogers (1823–1890)
	1	 Introduction
	2	Life and Career
	3	 A History of Agriculture and Prices in England
	4	 Other Work
	4.1	 Other Work as an Economist
	4.2	 Views on Oxford

	5	 Conclusion
	References
	Main Works by Thorold Rogers
	Other Works Referred To


	11: Francis Ysidro Edgeworth (1845–1926)
	1	 Introduction
	2	 Edgeworth at Oxford
	3	 Edgeworth’s Approach to Economics
	4	 Early Work in Moral Philosophy
	5	 Early Work in Economics
	6	 Exchange, Contract and Indeterminacy
	7	 The Utilitarian Calculus
	8	 Later Work in Economics
	8.1	 Demand and Exchange
	8.2	 Monopoly and Oligopoly
	8.3	 Surveys of Taxation and International Values

	9	 Conclusion
	References
	Main Works by Francis Ysidro Edgeworth
	Other Works Referred To


	12: David Hutchison Macgregor (1877–1953)
	1	 Introduction
	2	 In and Out of Marshall’s Shadow
	3	 The Drummond Professor of Political Economy, 1922–1945
	4	 Concluding Remarks
	References
	Main Works by David Hutchison Macgregor
	Other Works Referred To


	13: Roy F. Harrod (1900–1978)
	1	 An Extended Introduction
	2	 Harrod’s Revival of Growth Theory and His Contribution to Keynesian Macroeconomics
	3	 Conclusion
	References
	Main Works by Roy F. Harrod�
	Other Works Referred To
	Additional References of Interest


	14: Robert Lowe Hall (1901–1988)
	1	 Introduction
	2	 Biographical Details
	3	 Oxford Don: Tutor, Lecturer and Author
	4	 Oxford Economist: OERG and Hall and Hitch
	5	 Government Service and the House of Lords
	6	 Engineering, Economics and Policy-Making: Retrospect and Prospect
	7	 Conclusion
	References
	Main Works by Robert Hall
	Other Works Referred To


	15: Thomas Balogh (1905–1985)
	1	 Introduction�
	2	 Balogh’s Life
	3	 Baloghian Economics
	4	 Balogh’s Contributions
	5	 Conclusion
	References
	Main Works by Thomas Balogh
	Other Works Referred To
	Books and Articles about Thomas Balogh


	16: Colin Clark (1905–1989)
	1	 Introduction
	2	 Beginnings
	3	 The Economic Advisory Council and Keynes
	4	 Australia
	5	 Epiphany
	6	 Oxford Reclaimed
	7	 Development Economics
	8	 Conclusion
	References
	Primary Sources
	Main Works by Colin Clark
	Other Works Referred To


	17: P.W.S. Andrews (1914–1971)
	1	 Introduction
	2	 Early Career
	3	 Manufacturing Business
	4	 Andrews’ Later Work
	5	 Later Appraisals
	6	 Conclusion
	References
	Main Works by P.W.S. Andrews
	Other Works Referred To


	18: Hrothgar John Habakkuk (1915–2002)
	1	 Introduction
	References
	Main Works by Hrothgar John Habakkuk
	Other Works Referred To


	19: David Worswick (1916–2001)
	1	 Introduction
	2	 Starting Out
	3	 Teaching and Academic Life: Introduction
	3.1	 Teaching
	3.2	 Other Academic Life

	4	 Research and Writing
	5	 The National Institute
	6	 Economic Forecasting
	7	 Other National Institute Projects
	8	 Incomes Policy
	9	 The Balance of Payments
	10	 The Problem of Funding
	11	 Retirement
	12	 Activities and Honours
	13	 David’s Broader Life
	References
	Main Works by David Worswick
	Other Works Referred To


	20: Ian Little (1918–2012)
	1	 Introduction
	2	 Life, Career, Personality
	3	 Theoretical Welfare Economics
	4	 Project Evaluation
	5	 Trade and Development
	6	 The Indian Economy
	7	 Ian as Investment Bursar
	8	 Conclusion
	References
	Main Works by Ian Little
	Other Works Referred To


	21: W.M. Gorman (1923–2003)
	1	 Introduction�
	2	 The Life
	3	 The Work
	3.1	 Aggregation
	3.2	 Separability
	3.3	 Characteristics
	3.4	 Duality

	4	 Conclusion
	References
	Main Works by W.M. Gorman�
	Collected Works
	Other
	Unpublished Works�
	Other Works Referred To


	22: W. Max Corden (1927–)
	1	 Introduction
	1.1	 A Lucky Escape

	2	 LSE and NIESR (1953–1957)
	2.1	 Mentors and Friends

	3	 Return to Australia (University of Melbourne, 1958–1962; ANU, Canberra, 1962–1967)
	3.1	 Effective Protection

	4	 Oxford, 1967–1976
	4.1	 The Switch of Research Focus
	4.2	 Notable Articles Published During the Oxford Years
	4.3	 Impact on Oxford Economics via Teaching and Graduate Supervision

	5	 Return to Australia: The ANU, 1977–1986
	6	 Move to the US: The IMF and SAIS, 1986–2002
	7	 The Final Return to Melbourne
	References
	Main Works by Max Corden
	Other Works Referred To


	23: Derek Robinson (1932–2014)
	1	 Introduction�
	2	 Imperfect Labour Markets
	3	 Trade Unions
	4	 Incomes Policy and the Pay Board
	5	 Conclusion
	Appendix 1: The Retail Price Index (RPI) and Unemployment in the UK, 1960–1985
	References
	Main Works by Derek Robinson
	Other Works Referred To


	24: David F. Hendry (1944–)
	1	 Introduction
	2	 Economics, Econometrics, and Empirical Modelling
	2.1	 Dynamic Econometrics
	2.2	 Co-integration, Error Correction, and the Econometric Analysis of Non-stationary Data
	2.3	 Empirical Model Discovery and Theory Evaluation

	3	 Econometrics Software
	4	 Forecasting
	4.1	 Making Forecasts
	4.2	 Understanding Forecasts
	4.3	 Improving Forecasts

	5	 Empirical Analysis
	5.1	 Mortgage and Housing Markets
	5.2	 Consumers’ Expenditure
	5.3	 Money Demand
	5.4	 Television and Ofcom
	5.5	 Climate Change

	6	 Oxford Connections
	7	 Conclusion
	References
	Main and Cited Works by David F. Hendry
	Other Works Referred To


	25: Avner Offer (1944–)
	1	 Introduction
	2	 Land, Tenures and the Property State
	3	 Food, Empire and War
	4	 Wealth and Time, Self-control and Satisfaction
	5	 The Market Turn
	6	 Conclusion
	References
	Main Works by Avner Offer
	Other Works Referred To


	26: John Muellbauer (1944–)
	1	 Introduction�
	2	 Origins, Education and Career
	3	 Muellbauer’s Contributions to Economics
	3.1	 Early Precursors to the AIDS Model and Economics and Consumer Behaviour
	3.2	 The AIDS Framework
	3.3	 Economics and Consumer Behaviour
	3.4	 Evolution Towards Macroeconomics
	3.5	 Productivity Growth, Labour and Capacity Utilisation
	3.6	 Explaining Aggregate Consumption…
	3.7	 …Then to Both Housing and Consumption
	3.8	 Housing and the Regional Economy
	3.9	 Financial Stability and Macroprudential Policy
	3.10	 Inflation

	4	 Conclusion
	References
	Main Works by John Muellbauer
	Other Works Referred To


	27: Paul Collier (1949–)
	1	 Early Life
	2	 Doctoral Research
	3	 Labour Markets, Natural Resources and Poverty in East Africa
	4	 Time at the World Bank
	5	 The Economics of Civil Wars
	6	 Fragile States
	7	 A Wider Audience
	8	 Conclusion
	References
	Main Works by Paul Collier
	Other Works Referred To


	28: Anthony J. Venables (1953–)
	1	 Introduction
	2	 International Trade�
	3	 Economic Geography�
	4	 Economic Development
	5	 Conclusion
	References
	Main Works by Anthony J. Venables
	Other Works Referred To


	29: Paul David Klemperer (1956–)
	1	 Introduction
	2	 Oligopoly
	2.1	 Switching Costs

	3	 Auctions in Theory
	4	 Auctions in Practice
	4.1	 The Biggest Auction Ever
	4.2	 The Financial Crisis and the Product-Mix Auction

	5	 Conclusion
	References
	Main Works by Paul Klemperer
	Other Works Referred To


	30: John Vickers (1958–)
	1	 Introduction
	2	 Industry
	3	 Consulting
	4	 Early Life
	5	 Research
	5.1	 Academic Apprenticeship
	5.2	 Research in Industrial Organization: The Harris-Vickers Collaboration
	5.3	 The Vickers-Yarrow Collaboration
	5.4	 But Why Industrial Organization—and Why the Need for Umpires to Ensure Fair Play?
	5.5	 The Armstrong-Vickers Research Partnership

	6	 Editorial Work
	7	 Finance, Money and Banking
	8	 Public Service
	9	 Teaching
	10	 University Leadership
	References
	Main Works by John Vickers
	Other Works Referred To


	Notes on Contributors
	Index




