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1 Introduction

This year we commemorate a small, but significant anniversary: it is exactly 100 years
since Frantidek Cuhel, the most influential Czech economist of the early 20 century,
published his most important work, Zur Lehre von den Bediirfnissen (On the Theory
of Needs).2

It may seem out of place to attribute “most influential” to Cuhel considering that
for a long time even specialists in the history of Czech economic thought were unfa-
miliar with his writings. It is therefore worth mentioning that no other Czech econo-
mist of his time can boast of being cited abroad as many times as Cuhel - including by
such economists of stature as Bohm-Bawerk (1912), Slutsky (1915), Mises (1912, 1920,
1922, 1932, 1953, 1969), Mitchell (1914), Robbins (1932) and Machlup (1956). It must
be admitted that Cuhel never constructed a comprehensive economic system, as for
instance was done by Englis.> His scholarly work is in fact confined to this one book,

whose anniversary we mark this year.

Moreover, he never succeeded in being appointed to a significant academic po-
sition, which surely contributed to the fact that even during his lifetime he did not
receive the recognition he would and should have deserved. Ludwig von Mises, who
is foremost responsible for seeing that Cuhel’s name was not completely forgotten,
was confident that Cuhel would at some point receive the credit that he deserved;
unfortunately, it never happened.* How then, has Frantisek Cuhel secured his place
in the history of economic thought? Above all it was due to his introduction of the
concept of ordinal utility. Indeed, Rothbard later writes of the “Cuhel-Mises theory

’;

of ordinal marginal utility,”> as an alternative to the indifference-curve approach in

the mainstream tradition of Pareto-Slutsky-Hicks-Allen. However, Cuhel’s book con-

2 Cubhel (1907).

Karel Engli$ (1880-1961) was a prominent Czech economist best known for his teleological approach
in economics. As far as the acceptance of Engli§’s work abroad see Vencovsky (1997). We might add
that Engli§ is also quoted by Mises (1949, 1969) and Hayek (1952) and it is surprising that he has
not reached wider recognition within the Austrian School. In spite of Engli§’s fame in his country
of birth, it is Cuhel who seems to be better known among the Austrians, as evidenced by including
Cuhel among the Classics in Austrian Economics edited by Israel Kirzner (1994).

4 Mises (1978).

> Rothbard’s foreword to Mises (1912).
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tains much more than this. Before we discuss these contributions let us first briefly

review his biography.

2 Life®

There is little known about Cuhel’s life. He was born in 1862 in the Moravian town of
Olesnice into an evangelist family. His father, also FrantiSek, came from the nearby
village of Bolesin, and was a farmer and house owner. He married Frantisek’s mother
Josefa (born Hajek) in the year 1861.7 Franti$ek Cuhel Jr. attended grammar school in
Brno and then the faculty of law in Vienna and Prague where he earned his doctoral
degree in 1886. In 1889 he became a clerk in the Prague Chamber of Commerce,
was promoted to vice-secretary in 1894, and then to second secretary in 1898. In the
1890s, he also publicly worked on behalf of small businessmen. In 1896 he proposed
and presented a plan for a “State Anniversary Fund of the Kaiser and King Franz Josef
I.,” to support the community of small businessmen. The fund was established in
1898.

According to Gruber’s® account, Cuhel was of a “deep academic turn, highly gifted
and educated” and wanted to habilitate in the field of National6konomie. However, it
did not happen for a long time, much to the regret of Albin Braf,” who reputedly saw
Cuhel as his successor. Cuhel’s administrative duties at the Chamber of Commerce
resulted his having less and less time for scientific work in economics. In the late
nineties, he began to show symptoms of an unspecified mental disorder resulting in
his premature retirement in 1903. He moved back to Moravia and later to Vienna.
During that time he returned to scientific work, which resulted in the publication of
Zur Lehre von den Bediirfnissen in 1907. In 1908 he also returned to administrative

work, becoming a clerk in the General Pension Insurance Company in Vienna.

6 This part heavily draws from the obituary written by Josef Gruber (1914) and also from materials kindly
offered to the author by Dagmar Gregorova from the municipal office in Olesnice.

7 Josefa, however, died in 1895 and his father married Frantigka Jilkova a year later. He died in 1911.

8 Josef Gruber (1865-1925) worked with Cuhel in the Chamber of Commerce and was probably his fellow-
student.

° Albin Braf (1851-1912), an economist and politician, was (together with T. G. Masaryk) the most out-
standing Czech social scientist of the 19th century.
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A year later, Cuhel still had ambitions of becoming Gruber’s successor (who left
for Prague University) in the department of “Judicial and State Sciences.” However,
Braf is said to have dissuaded him from this idea. Cuhel died in Vienna on the 3" of
December 1914, without ever attaining the academic position for which he had long
hoped.1©

3 The book Zur Lehre von den Bediirfnissen

The theme of Cuhel’s book was a natural product of the intellectual climate of his
time. As the subtitle suggests, it is on the borderland between psychology and eco-
nomics, and tries to determine the boundaries of the respective disciplines. This field
of study was at the cutting edge of his time: the Austrian School of Economics had
been developing hand-in-hand with parallel trends in psychology and philosophy.
Besides the Austrian economists (Menger, Bbhm-Bawerk and Wieser), there was also
a so-called “second Austrian school of value,”'! with Franz Brentano as its leading
figure and which included names such as Alexius Meinong, Oskar Kraus, and the
founder of the Gestalt psychology, Christian von Ehrenfehls.

The mainstream economists of the time concentrated primarily on explaining the
factors behind market demand, i.e., establishing a bridge between marginal utility
theory as the behavioural foundation of economic theory and quantifiable relation-
ships based on money prices. The Austrian economists (and psychologists) dealt in
more detail with the nature of the laws of marginal utility and the factors determining
their validity. They knew very well that the new theory was more then just a theory
of economic value; for them it was a new approach to the study of human behaviour
in general.!?

10 Gruber also mentions that Cuhel attempted some technical inventions that were even patented; they
however never proved themselves in practice. One of these inventions was probably a calculating
machine in the year 189o. See Martin (1925).

11 See Fabian & Simons (1986) who mention that the term “second Austrian school of value” was adopted
from older works of Eaton (1930) and Rescher (1969).

12 The later “divorce” of economics from psychology that was established in particular in the works of
Mises was not a result of some hatred for psychology: it resulted from interpreting laws of economics
not as empirical generalizations (as are the “laws” of psychology), but rather as logical consequences
following from the axiom of action in concrete circumstances.
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Cuhel envisaged his book as an introduction to a more comprehensive economic
treatise, which he seems to have intended to write. He noticed that the concept of
“need,” although widely considered to be at the foundation of economic science, is
rarely analyzed by economists. He set himself the task to develop an elaborate sys-
tem full of concepts devised by him, such as “egence,” “other-regarding needs,” and
“self-regarding needs” etc. Here is not the place to deal with Cuhel’s system in more
detail - and, indeed, it is not even necessary, since the author did it in the article
On the Theory of Needs,'* which is included in this volume in Pavel Chalupnicek’s
English translation. We only mention here that his book has been most frequently
quoted in the following contexts: (1) ordinal concept of utility, (2) the relation be-
tween economics and psychology, (3) the use of mathematics in economics, and (4)

time preference.

Cuhel’s book received some acceptance, but not immediately. In the Czech eco-
nomic literature we find a reference to it in Kolousek’s relatively influential textbook
(Kolousek, 1918).1* Kolousek refers to Cuhel’s arguments against the possibility of
measuring the intensity of needs in the context of his criticism of the marginalist
theory of value. As for the German-speaking world, Gruber mentions positive recog-
nition of Cuhel’s book in the works of Philippovich (1920) and Tiburtius (1914).

But it is, first of all, the controversy between Bohm-Bawerk (1912) and Cuhel over
marginal utility theory that is most often mentioned. Cuhel criticized the cardinalist
elements in Bohm-Bawerk’s work and offered, instead, a strictly ordinalist conception
of utility. To the question as to whether this debate was significant only within the
Austrian tradition, or in the history of the discipline in general, it seems that the
former is the more correct answer. Although E. Kauder included the controversy in
his history of marginal utility, he had to admit, however, that the “Austrian discussion
was interesting, although not as penetrating as the discussion outside the school”

(Kauder, 1965, s. 197).

Mainstream economics did not derive the ordinalist conception of utility from
Cuhel, but instead from Pareto (1906) and then subsequently from Hicks and Allen.

13 Cuhel (19o7b).
14 Tt may be interesting to note that it was Jan Kolousek (1859-1921) who was called in to take Gruber’s
place at the department of “Judicial and State Sciences,” instead of Cuhel, in 1910. See Gruber (1914).
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(1934a, 1934b). It is interesting to note that Hicks may have been acquainted with
Cuhel’s work while writing his path breaking article. At that time, Hicks was a mem-
ber of the “Robbins’ circle” at LSE, and Lionel Robbins surely knew Cuhel’s work.!>
Moreover, Hayek was also at the LSE and - according to his own words - played some
role in influencing Hicks’ views on the subject. He reputedly tried to convince Hicks
to apply the indifference curve apparatus.’¢ Hicks, if informed about Cuhel at all,
obviously did not need his arguments because he had already adopted Pareto’s or-
dinalism.!” Besides, Pareto’s formalized approach seemed more convenient for his
purposes than Cuhel’s “psychological” approach. Concerning Robbins’ own contri-
butions to utility theory (namely the issue of interpersonal comparisons of utility),'8
Cuhel’s influence is more likely, whether directly from Cuhel’s book or mediated
through Mises’ writings.

Now we come to the awareness of Cuhel’s book in the English speaking countries.
It was positively reviewed in both the Economic Journal*® and in the Political Science
Quarterly.2° Wesley Clare Mitchell (1914) also cited it in his survey article on economic
approaches to human behaviour. And there are further references in Williams (1910),
Clark Dickinson (1919) and Suranyi-Unger (1948).

In the Italian literature Cuhel is quoted in a famous article by Eugen Slutsky (1915)
on the question of the general validity of the First Law of Gossen.

We reserve the last comment in this section to the greatest influence exercised by
Cuhel’s book. We already have mentioned at the beginning that if not for Ludwig von
Mises our author probably would have been forgotten. It was from Cuhel that Mises

derived the ordinal conception of utility. Cuhel’s book helped Mises when writing his

15 We recall that he quoted Cuhel in his famous Essay as early as in 1932.

16 “Though my own preoccupation was mainly with the problems of money and capital, my liveliest
recollections are of the discussions connected with the work of John Hicks which resulted in the
Hicks-Allen article on “A Reconsideration of the Theory of Value” and later Value and Capital. Hicks
had come from Oxford to London as a good Marshallian, and I still remember clearly an early discus-
sion when, curiously, I, the Austrian, tried to persuade Hicks of the merits of the indifference-curve
approach of which he was so soon to become the acknowledged master.” (Caldwell, 1995, p. 56-57).

17 Hicks in his memories admitted that thanks to his knowledge of Italian he was even “deep in Pareto,
before [he] got much out of Marshall.” (Hicks, 1983, p. 356).

18 Robbins (1932, 1938).

19 Sanger (1908).

20 Mussey (1909).
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Theory of Money and Credit, where he demonstrated that money (as well as any other
commodity) cannot be a measure of value. And it is most certainly the case that it
was thanks to Mises that Robbins, Machlup, Kauder and the later members of the

Austrian School came to know about Cuhel’s contribution.

4 Rediscovery

It is not surprising that the rediscovery of Cuhel’s name out of the ashes of history
has resulted from the revived interest in the Austrian School (especially its Mises-
Rothbardian variation), and following the fall of communism in the Czech Republic

particularly among a group of economists surrounding Josef Sima.

Nevertheless, the first (and so far the only one) detailed comments on Cuhel
in the post-communist era are to be found not in the work of an economist but a
philosopher, namely in Jan Pavlik’s book F. A. Hayek and the Theory of Spontaneous
Order 2! The author reminds us of the Cuhel-Bshm-Bawerk controversy. The attempt
to arouse a general awareness of Frantisek Cuhel has resulted in establishing an an-

nual lecture that bears his name at the Prague Conference on Political Economy.??

5 Conclusion

Frantisek Cuhel should not be viewed as a misunderstood and unheralded genius in
the same sense as was, for example, Gossen. Cuhel’s work is interesting and inspiring,
but not revolutionary. He deserves recognition for his independent elaboration of the
ordinalist version of utility theory, which is by itself a significant achievement. As far
as his real influence is concerned, it has been above all exercised within the Austrian

tradition, where Cuhel has come to occupy a place of honour.

Mainstream economics does not refer to Cuhel as one of the founding fathers of
modern utility theory, though his book had some influence even here - albeit only im-
plicitly - through the works of Bohm-Bawerk, Slutsky, Mises and Robbins. Whether

21 Pavlik (2004) and also Pavlik (2002).
22 So far, this lecture has been delivered by: 2005 - Jorg Guido Hiilsmann; 2006 - Jesus Huerta de Soto;
and 2007 - Richard Ebeling.
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Cuhel has deserved closer attention by mainstream economists is for the reader to

judge.

Nevertheless, one thing is certain: Franti$ek Cuhel was a very significant econo-
mist, and he deserves a permanent place in books on the Czech history of economic
thought.

List of Frantisek Cuhel’s publications

e Pozndmky o prdvu Zivnostniki k obchodu s tiskopisy na zdkladé § 3. odst. 5.

zdkona o tisku ze dne 17. prosince 1862. Pravnik, Vol. XXV.
e Uspéchy délnickych spolecenstev anglickych. Osvéta, 1893.
e Utastenstvi délnikti v zisku podnikatelském. Osvéta, 1893.
e Jak povznést uvér malého Zivnostnictva v krdlovstvi Ceském. Osvéta, 1896.

e Prumysl a obchod v obvodu obchodni a Zivnostenské komory prazské r. 189o.

Obzor narodohospodaisky, Vol. 1., 1896, p. 181.

e Nekolik slov o ndrodnim hospoddrstvi. Obzor narodohospodaisky, Vol. 1., 1896,
p. 2. (under pseudonym Dr. E. B. Simek).

e Obchodni a Zivnostenské korporace, svépomocnd sdruzeni a obchodni ustavy

vzdéldvaci, Merkur, Praha, 1899. (together with J. Gruber and R. Hotowetz).

e Osnova stanov pro praemiovd spolecenstva tivérni dle zdkona z 9. dubna 1873, z.

i ¢is. 7o. Praha: [Rivnag, distributor], 1902.

e Zur Lehre von den Bedtirfnissen: Theoretische Untersuchungen tiber das Gren-
zgebiet der Okonomik und der Psychologie. Innsbruck: Wagner’schen Univer-

sitdts Buchhandung, 1907.

e K nauce o potiebdch. Sbornik véd pravnich a statnich, Vol. VII. Praha, Bursik &
Kohout, 1907, pp. 1-33.
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According to Gruber (1914), Cuhel also published a criticism of Kaizl's book Finanéni
véda (Science of Finance) in the journal Prdvnik in 1888, which was discussed by Kaizl
in the second edition of his book. Shorter reports can be found in the journal Nové
Zprdvy and the journal Obzor ndrodohospoddrsky, including some of Cuhel’s Aforismy
ndrodohospoddrské (Economic Aphorisms).
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1 Uvod

Tento rok si pfipomindme jedno malé vyroci, o kterém se prili$ nevi: letos uplynulo
pravé 100 let od vydani stézejni knihy nejvlivnéjsiho predvale¢ného ¢eského ekonoma.
Jde o knihu Zur Lehre von den Bediirfnissen (K nauce o potifebach)? donedavna témér

zapomenutého Frantiska Cuhla.

v

Mize se zdat, Ze ptivlastek ,nejvlivnéjsi“ neni na misté u nékoho, kdo byl dlouho
neznam dokonce i mezi odborniky na ¢eské ekonomické mysleni. Proto na obhajobu
tohoto ponékud odvazného tvrzeni uvedme, ze zadny z tehdejsich ¢eskych ekonomu
se nemze pochlubit tim, Ze by na néj bylo v zahranici tolik odkazovano jako pravé na
Cuhla - a to takovymi ekonomy, jako byli Béhm-Bawerk (1912), Slutsky (1915), Mises
(1912, 1920, 1922, 1932, 1953, 1969), Mitchell (1914), Robbins (1932) ¢i Machlup (1956).
Rychle viak dodejme, Ze Cuhel se nemfize py$nit ucelenym ekonomickym systémem
jako tfeba Englis* a jeho védecké publikace se v podstaté redukuji na zminovanou

jednu knihu.

Navic se mu nikdy nepodatilo dosdhnout vyznamného akademického postaveni,
coz jisté prispélo k tomu, Ze ani po dobu jeho Zivota se mu nedostavalo takového
uznani, kterého by si zasluhoval. Ludwig von Mises, ktery je velkou mérou zodpo-
védny za to, Ze Cuhlovo jméno nebylo zcela zapomenuto, pevné véfil, ze Cuhel ziska
uznani alespori pozdéji: ale to se, jak vime, nestalo.* Cim se tedy zapsal Frantisek
Cuhel do d&jin ekonomického mysleni? Slo predeviim o zavedeni ordinalniho pojeti
uZitku. Rothbard dokonce pozdéji mluvi o ,Cuhel-Misesové teorii mezniho uzitku“s
jako alternativé k pojeti tradice hlavniho proudu Pareto-Slutsky-Hicks-Allen zalozené
na indiferen¢nich kiivkach. Jeho kniha v$ak obsahuje mnohem vice nez to. Nez pfe-

jdeme k jeho dilu, zminime se kratce o jeho Zivoté.

Cubhel (1907).

3 (o se ty¢e ohlasu Engli$ova dila v zahrani¢i viz Vencovsky (1997). Dodejme, Ze na Englise téZ odkazuje
Mises (1949, 1969) i Hayek (1952) a je s podivem, Ze nedosahl vétsiho ohlasu mezi ptivrZzenci Rakouské
gkoly. Cuhel je, zda se, mezi rakouskymi ekonomy zndméjsi nez Engli$, o ¢em? svéd¢i napt. ten fakt,
7e byl Kirznerem zahrnut mezi klasiky Rakouské ekonomie. Kirzner (1994).

4 Mises (1978).

> Rothbardova pfedmluva k Mises (1912).
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> Zivot®

O Cuhlové Zivoté toho zatim neni zndmo mnoho. Narodil se roku 1862 v Ole$nici na
Moravé do protestantské rodiny. Jeho otec, téz Frantisek, pochazel z nedalekého Bole-
Sina a byl rolnikem a domatem. S Frantiskovou matkou Josefou, rozenou Hajkovou, se
oZenil v roce 1861.7 Franti$ek Cuhel ml. vystudoval gymndzium v Brné a prava ve Vidni
a Praze, kde ziskal roku 1886 doktorat. V roce 1889 se stal koncipistou u obchodni ko-
mory v Praze, roku 1894 naméstkem sekretate a o ¢tyfi roky pozdéji druhym sekreta-
fem. V devadesatych letech se téZ vefejné angazoval, zejména ve prospéch drobnych
Zivnostnika: roku 1896 navrhl a vypracoval projekt ,Zemského jubilejniho fondu ci-
safe a krale Frantiska Josefa .“ na jejich podporu. K jeho ztizeni doslo v roce 1898.

Podle Gruberovych? vzpominek byl Cuhel ,hluboce spekulativné zaloZen, vyso-
kého nadani a vzdélani“ a pomyslel na habilitaci v oboru narodni hospodaftstvi. K té
vsak dlouho nedochazelo, k litosti Albina Brafa, ktery v ném pry vidél svého nastupce.
Cuhlovi pro tfednickou praci zbyvalo stale méné ¢asu pro védu. Od konce devadesa-
tych let devatenactého stoleti se navic u néj zacala projevovat blize nespecifikovana
dusevni porucha a Cuhel tak odesel roku 1903 do pred¢asné vysluzby. Piestéhoval se
nejprve zpét na Moravu a poté do Vidné. Béhem této doby se vratil opét k védecké ¢in-
nosti a vysledkem bylo roku 1907 vydani knihy Zur Lehre von den Bedtirfnissen. V roce
1908 se vratil k ufednické ¢innosti - stal se tfednikem VSeobecné pensijni pojistovny

ve Vidni.

O rok pozdéji jesté pomyslel na to, stit se ndstupcem Grubera (ktery odesel na
prazskou universitu) na katedie ,véd pravnich a statnich®, Braf mu tento zamér vsak
tidajné rozmluvil. 3. prosince 1914 Cuhel ve Vidni umira, aniz by kdy dosahl kyZeného
postaveni na akademické ptdé.®

6 Tato ¢ast ¢erpa predevsim z nekrologu, jehoZ autorem je Josef Gruber (1914) a ddle z materiald, které

byly autorovi laskavé poskytnuty Dagmar Gregorovou z méstského ufadu v Olesnici.

Jeho matka vSak roku 1895 zemfela a otec se o rok pozdéji znovu ozenil, s Frantiskou Jilkovou. Otec

zemfel roku 1911.

8 Josef Gruber pracoval s Cuhlem v Obchodni a Zivnostenské komote a pravdépodobné té7 spolu sudo-
vali.

° Gruber té% zmitiuje, ze Cuhel se pokusil o nékteré technické vynalezy, které dokonce byly patentovény,
av8ak v praxi se neosvédcily. Jednim z téch vyndlezt pravdépodobné byl pocitaci stroj z roku 1890. Viz
Martin (1925).
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3 Kniha Zur Lehre von den Bediirfnissen

Téma Cuhlovy knihy je pfirozenym plodem intelektualniho klimatu jeho doby. Jak
jeji podtitul napovida, pohybuje se na pomezi mezi psychologii a ekonomii a snazi se
téz vymezit hranice obou disciplin. Tato oblast byla v jeho dobé vskutku aktudlni -
Rakouska skola se jak zndmo ve svych pocatcich vyvijela ruku v ruce s psychologii a
filosofii. Vedle skupiny ekonomt Mengera, Bohm-Bawerka a Wiesera existovala jesté
tzv. ,druha Rakouska skola teorie hodnoty*'?jejiz viid¢i postavou byl Franz Brentano
a k niz nalezeli zejména Alexius Meinong, Oskar Kraus ¢i zakladatel Gestalt psycho-

logie Christian von Ehrenfehls.

Zatimco ekonomové hlavniho proudu se soustfedili pfedevsim na odvozeni po-
ptavky - coz de facto znamenalo vytvoieni spojovaciho ¢lanku mezi teorii mez-
niho uzitku, jakozto behaviordlniho zdkladu ekonomické teorie, a kvantifikovatel-
nych vztaht zaloZenych na penéznich cenach - rakousti ekonomové (a psycholo-
gové) se podrobnéji zabyvali charakterem zakont mezniho uzitku a podminkami je-
jich platnosti. Dobte chapali, Ze nova teorie je vice nez pouhou teorii hodnoty: Ze jde

také o novy pristup ke studiu lidského chovani obecné.!!

Cuhel pojal svoji knihu jako tvod k systematickému ekonomickému pojednéni,
které, zda se, zamyslel pozdéji napsat. V$iml si, Ze pojem potieby, a¢ povazovan za za-
kladni pojem ekonomické védy, je zfidka ekonomy analyzovan. Sdm se tohoto tkolu
ujal a vytvoril propracovany, avSak pomérné komplikovany systém plny jim vytvo-
fenych pojmd, jako ,egence’, ,alterilné“ a ,ipsilné“ potfeby apod. Neni zde misto,
abychom shrnuli zavéry Cuhlovy knihy - a neni to ani p#ili§ tfeba, nebot autor tak
sam piehledné ucinil v ¢lanku K nauce o potrebdch,'? jenz je pretistén dale v tomto
¢isle. Uvedme pouze, Ze na jeho knihu bylo odkazovano predevsim v souvislostech
(1) ordinalniho pojeti uzitku, (2) vztahu psychologie a ekonomie, (3) pouZiti mate-

matiky v ekonomii a (4) ¢asové preference.

10 Viz Fabian & Simons (1986), ktefi uvadéji, Ze ndzev ,druha Rakouska $kola teorie hodnoty“ pievzali
ze star$ich publikaci Eatona (1930) a Reschera (1969).

11 Pozdéjsi ,rozchod” ekonomie a psychologie realizovany pfedevsim v dile Misese je vysledkem nikoli
jakési nendvisti vii¢i psychologii jako takové: jedna se o dtsledek interpretace ekonomickych zakont
uZ ne jako empirickych generalizaci (kteryZto charakter maji ,zdkony* psychologické), nybrz jako
logickych diisledk axiomu jednani v konkrétnich podminkach.

12 Cyhel (1907b).
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Cuhlova kniha se doc¢kala nékterych ohlast, i kdyZ ne okamzité. V ¢eské ekono-
mické literatufe najdeme odkaz v pomérné vlivné ucebnici Kolouskové (1918).1% Ko-
lousek zminuje Cuhlovy argumenty proti méfeni intensity potfeb v kontextu kritiky
teorie hodnoty postavené na koncepci mezniho uzitku. Co se ty¢e némecky mluvici
oblasti, Gruber zmirfuje pozitivni odkazy na Cuhla v dilech Philippoviche (1920) a
Tiburtia (1914).

Pfedevs$im je v8ak na tomto misté nutno uvést Bohm-Bawerkovu (1912) obsir-
nou odpovéd na Cuhlovu polemiku. Cuhel kritizoval kardinalistické prvky v Bohm-
Bawerkové uceni a predlozil striktné ordinalistické pojeti uzitku. Pravé tento spor je
v souvislosti s Cuhlovym jménem nej¢astéji pfipominan. Na otazku, zda je tento spor
vyznamny pouze v ramci rakouské tradice ¢i soucasné pro déjiny ekonomického mys-
leni jako takové, je vSak zfejmé nutné piiklonit se k prvnimu tvrzeni. E. Kauder jej sice
zahrnul do svych déjin teorie mezniho uzitku, avsak, i kdyz sam sympatizoval s Ra-
kouskou skolou, musel uznat, Ze ,Rakouska diskuse byla zajimava, avsak nikoli tak

pronikava jako diskuse mimo tuto $kolu.“ (Kauder, 1965, s. 197).

Ekonomie hlavniho proudu totiZ neodvozuje ordinalistické pojeti od Cuhla, nybrz
od Pareta (1906) a nasledné Hickse a Allena (19344, 1934b). Zajimavé vsak je, ze Hicks
pii psani své priilomové prace mohl byt s Cuhlovou praci obeznamen. Hicks byl v té
dobé na LSE ¢lenem , Robbinsova krouzku® a Lionel Robbins v té dobé Cuhla zcela
jisté znal.'* Navic zde ptsobil také Hayek, ktery dokonce podle svych slov sehral
urcitou roli pfi formovani Hicksovych myslenek v této véci, kdyz pry piesvédcoval
Hickse, aby pouzil apardt indiferen¢nich ktivek.!> Hicks, pokud byl na Cuhla upozor-
nén, zfejmé jeho argumenty nepotieboval, nebot jiz davno pfijal ordinalismus Pare-

tav.1® Navic pro jeho Gcely bylo Paterovo formalizované pojeti vhodnéjsi nez ,psy-

13 Pro zajimavost uvedme, Ze to byl pravé Jan Kolousek, kdo byl v roce 1910 misto Cuhla povolan na
uvolnéné misto na ¢eské technice po Gruberovi. Viz Gruber (1914).

14 Pfipomenime, Ze ho citoval ho ve svém slavném Eseji jiZ v roce 1932.

15 “Though my own preoccupation was mainly with the problems of money and capital, my liveliest
recollections are of the discussions connected with the work of John Hicks which resulted in the
Hicks-Allen article on “A Reconsideration of the Theory of Value” and later Value and Capital. Hicks
had come from Oxford to London as a good Marshalian, and I still remember clearly an early discus-
sion when, curiously, I, the Austrian, tried to persuade Hicks of the merits of the indifference-curve
approach of which he was so soon to become the acknowledged master.” (Caldwell, 1995, s. 56-57).

16 Hicks ve svych vzpominkach dokonce pfiznal, Ze diky své znalosti ital$tiny studoval Pareta dfive nez
Marshalla. (Hicks, 1983, s. 356).
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chologické* pojeti Cuhlovo. Co se ty¢e vyznamnych p¥ispévkii samotného Robbinse
k teorii uzitku (konkrétné k otdzce meziosobniho srovnavani uzitku),'” zde lze prav-

dépodobné mluvit o Cuhlové vlivu, at jiz pfimém, ¢i zprostfedkovaném skrze Misese.

Timto jsme se jiz dostali k ohlastim na Cuhlovu knihu v anglicky mluvicich ze-
mich. Uved'me, Ze byla pfiznivé recenzovana v Economic Journal*® av Political Science
Quarterly.'® Dale se o ni zmiiuje Wessley Clark Mitchell (1914) ve svém ptehledovém
¢lanku o pristupu k lidskému chovani v ekonomii. Odkazy najdeme také u Williamse
(1910), Clark Dickinsona (1919) a u Suranyi-Ungera (1948). V Italii na Cuhla potom od-
kazuje ve svém slavném ¢lanku Eugen Slutsky (1915) v souvislosti s problémem v§eo-
becné platnosti I. Gossenova zdkona.

Vv

Na z4vér této ¢asti jsme ponechali zminku o nejpodstatnéjsim vlivu, ktery Cuh-
lova kniha vykonala. Jak jsme uvedli v Gvodu, bez Misese by byl nas autor pravdé-
podobné zapomenut. Byl to totiz pravé Cuhel, komu Mises vdécil za ordinalni pojeti
uzitku. Je témé¥ jisté, Ze Robbins, Machlup ¢i Kauder znali Cuhla pravé diky Mise-
sovi, nemluvé o pozdéjsich reprezentantech Rakouské $koly. Misesovi byla Cuhlova
kniha napomocna predevsim pti psani jeho Theory of Money and Credit z roku 1912,
kde ukazal, Ze penize (stejné jako jakdkoliv jina komodita) nemohou byt métitkem
hodnoty.

4 Znovuobjeveni

Nyni tedy neni divu, Ze povzneseni Cuhlova jména z propadlisté dé&jin na vysluni je
vysledkem oziveni zdajmu o Rakouskou s$kolu (konkrétné jeji Misesovsko-Rothbard-
ovskou vétev) po padu komunismu, které je spojeno se skupinou ekonomt kolem
Josefa Simy. Piesto vSak prvni (a zatim jedinou) porevolu¢ni podrobnéjsi zminku o
Cuhlovi nalezneme v dile nikoli ekonoma, nybr% filosofa, a sice v knize Jana Pavlika
E A. Hayek a teorie spontdnniho rddu.2° Autor zde p¥ipomina zmitiovany spor Cuhel-
Bohm-Bawerk. Vyvrcholenim snah o to, dostat Frantiska Cuhla do obecného pové-

17 Robbins (1932, 1938).

18 Sanger (1908).

19 Mussey (1909).

20 Pavlik (2004) a téz Pavlik (2002).
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domi, je potom ustanoveni vyro¢ni piednasky v ramci Prague Conference on Political

Economy nesouci jeho jméno.?!

5 Zavér

Frantiska Cuhla nelze chdpat jako jakéhosi nepochopeného a neuznaného genia ve
stejném smyslu, jakym byl tfeba Gossen. Jeho dilo je zajimavé a inspirativni, nikoli
vSak revolu¢ni. Budiz mu pfiznano, Ze nezavisle rozpracoval ordinalistickou verzi te-
orie uzitku, coZ je samo o sobé vyznamnym pocinem. Co se tyce jeho skute¢ného
vlivu, je pravdou, Ze je prakticky omezen ,pouze“ na Rakouskou tradici. V té vak Cu-
hel zaujima ¢estné misto. Ekonomie hlavniho proudu se na Cuhla neodvolava jako
na jednoho z otcti moderni teorie uzitku, i kdyz jeho kniha zde vliv méla - byt pouze
zprostiedkované - skrze Bohm-Bawerka, Slutského, Misese a Robbinse. Zda by si by-
val Cuhel zasluhoval vétsi pozornost ekonomii hlavniho proudu, to nechame na po-
souzeni souc¢asného ¢tenafe. Nicméné jedno je jisté: Frantisek Cuhel byl natolik vy-
znamnym ekonomem, Ze si zaslouzi, aby byl v knihach déjin ¢eského ekonomického

mysleni navzdy zminovan.

Seznam publikaci Frantiska Cuhla

Pozndmky o prdvu zivnostniki k obchodu s tiskopisy na zdkladé § 3. odst. 5. zd-

kona o tisku ze dne 17. prosince 1862. Pravnik, ro¢nik XXV.

Uspéchy délnickych spolecenstev anglickych. Osvéta, 1893.

Ucastenstvi délnikii v zisku podnikatelském. Osvéta, 1893.

Jak povznést tivér malého Zivnostnictva v krdlovstvi Ceském. Osvéta, 1896.

Primysl a obchod v obvodu obchodni a Zivnostenské komory prazské r. 189o. Ob-

zor narodohospodaisky, ro¢nik 1., 1896, s. 181.

21 Tuto predndsku zatim pronesli: 2005 - Jorg Guido Hiilsmann, 2006 - Jesus Huerta de Soto a 2007 -
Richard Ebeling.
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e Nekolik slov o ndrodnim hospoddrstvi. Obzor narodohospodaisky, ro¢nik I.,

1896, s. 2. (pod pseudonymem Dr. E. B. Simek).

e Obchodni a zZivnostenské korporace, svépomocnd sdruzeni a obchodni tstavy

vzdéldvaci, Merkur, Praha, 1899. (spole¢né s J. Gruberem a R. Hotowetzem).

e Osnova stanov pro praemiovd spolecenstva uvérni dle zdkona z 9. dubna 1873, z.

i* &is. 7o. Praha: [Rivna¢, distributor], 1902.

e Zur Lehrevon den Bediirfnissen: Theoretische Untersuchungen tiber das Grenzge-
biet der Okonomik und der Psychologie. Innsbruck: Wagner’schen Universitits

Buchhandung, 1907.

e K nauce o potrebdch. Sbornik véd pravnich a statnich, ro¢nik VII. Praha, Bursik

& Kohout, 1907, s. 1-33.

Déle podle Grubera (1914) Cuhel uvefejnil v roce 1888 v Prdvniku kritiku Kaizlovy Fi-
nanc¢nivédy, na kterou jeji autor odpovédél ve druhém vydani. Kratsi zpravy Ize potom
nalézt v Novych Zprdvdch a Obzor ndrodohospoddrsky obsahuje nékteré jeho Aforismy

ndrodohospoddrské.
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1 Introduction

1. Anyone who has dealt thoroughly with the basic teachings of economic science can-
not overlook the fact that the term needs receives relatively little attention in the ex-
isting economic literature, even though some authors consider it to be the first basic
notion of economic science upon which all other terms of this science are built. The
clearest illustration of this assertion is the fact that the most elaborate German En-
cyclopedia of State Sciences (“Handworterbuch der Staatswissenschaften”) provides
only a short treatise on this subject, which is described in eight brief lines inserted
into an article about “Gut”. This is not to claim that no economic author has addressed
the theory of needs so far; we may find remarkable treatises about the classification of
needs in the work of Hermann, about collective needs in the work of Wagner, about
intensity of needs in the writings of many members of the economic school that has
gained its good reputation particularly via Austrian proponents of the theory of value
based on marginal utility. But if we want to learn about what has been explored about
needs up to the present time we have to gather all the relevant pieces of knowledge
from different authors, and when we finish this task we find that the opinions of even
the most prominent economic authors about the nature and notion of needs in the
sense of economic science are very inadequate. The reader may find persuasive argu-

ments for this statement on pages 78-92 of my book.>

2. The greatest part of the blame for this unsatisfactory state of the existing eco-
nomic literature is to be laid, in my opinion, on the fact that the term and notion of
need is taken from the common language in which, as shown on pages 61-64 of my
book, this word has more than 12 different meanings and that the previous authors
assumed that they would recognize the nature of need if they analyzed general no-
tions corresponding to the word “need”. In order to reach the right opinion about the
nature and notion of need in the sense of economic science it is necessary, I believe,

to abandon the present method and take the same path that the natural sciences fol-

2 Cuhel, Franz: “Zur Lehre von den Bediirfnissen, Theoretische Untersuchungen iiber das Grenzgebiet
der Okonomik und der Psychologie”, Wagner, Insbruck, 1907, of which this article is a summary. This
translation draws from previous English translation of a part of this book by William Kirby (esp. in
part VI of the present text) published in: Israel M. Kirzner (ed.): Classics in Austrian Economics, Vol.
1, William Pickering, London 1994, pp. 305-338. [Translator’s note]
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low so successfully as they deal with a phenomenon, not paying any attention to the

opinions held about it by common language.

2 The notion of needs in the sense of economic science

3. Phenomena that are the subject of economic science are a certain kind of human
actions and their results. Each action is caused by one or more desires. A brief expli-
cation about how human desires emerge is contained in the first chapter of my book,

of which I extract the following:

Human life seems to be a continuous chain of various states of the bodily or-
ganism and its various relationships to its environment, as well as various states of
mind. If we summarize these states and relationships, of which some are favorable
to maintaining and developing life (vital functions), and some unfavorable, under a
common name, we get the notion of objective states of welfare. Their totality at a cer-
tain moment creates the total state of welfare. If we arrange various states of welfare
according to the degree they contribute to the overall maintenance and development
of a human being on one integrated scale, we get an objective scale of welfare in which
the absolute zero point is the state of immediate death of that particular individual.
The states unfavorable to life causing lesser failures of vital functions than death are
aligned above this point, followed by states favorable to life. There is a relative zero
point between these two kinds of states, similar to the freezing point on our ther-
mometers. Similarly, as in the case of the thermometer, we may call the states of
welfare under the zero point negative and those above zero positive. If one of the ob-
jective states of welfare is followed by another that is standing higher on the objective
scale of welfare, we speak of an increase in objective welfare. In the opposite case we
speak of a decrease in objective welfare.

4. Any time we come to realize that we are in a certain state of welfare we simulta-
neously recognize whether it is a positive or a negative one, because this recognition
is in the first case usually accompanied by a pleasant feeling, in the second case by a

unpleasant feeling. Based on these feelings we form our judgments about the positive
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or negative nature of the given objective state of welfare. This mentioned basis of our
judgments is not necessarily reliable in each single case, but if we use the corrections
provided by subsequent feelings properly, we can recognize in most cases whether

our various objective states of welfare are positive or negative.

5. The importance of feelings lies not only in the fact they are the last source of our
knowledge of what the character our objective states of welfare is, but even more in
that they are decisive regulators of our desires. For example, if a person is in a certain
state of welfare and as he becomes aware of it, this is accompanied by an unpleasant
feeling, this feeling arouses an endeavor in him. If this feeling is joined by the idea of
a state which is, according to his belief, not accompanied by this unpleasant feeling,
the endeavor is transformed into a desire to attain this envisaged state of welfare. But
even if we are in a state of welfare accompanied by a pleasant feeling, a desire can be
aroused aimed either at averting a state we believe would be accompanied by a less
pleasant feeling, or at attaining a state we believe would be accompanied by a more

pleasant feeling.

6. It is impossible to draw the conclusion based on this relationship between feel-
ings and desires, as the proponents of hedonism do, that the true goal of all human
desires and actions is a state of bliss, that is, a totality of all the states of mind accom-
panied by pleasant feelings and free of any unpleasant ones. In actuality, the desire
to attain more pleasant feelings and eliminate unpleasant ones is merely a mecha-
nism by which either the Creator, or nature, tries to bring animals from lower states
of objective welfare to higher ones on this scale; in other words, to make them do
what serves the maintenance and development of their life as individuals and species.
Nevertheless, the objective states of welfare in which animals find themselves have
as such no impact on will. Only their subjective correlates, that is, feelings, play this
role. For this reason, it is possible to call feelings subjective states of welfare - pleasant
feelings as a positive, unpleasant feelings as a negative subjective state of welfare. If
a particular feeling is followed by a more pleasant feeling, we call this change an in-
crease in subjective welfare; whereas in the opposite case we talk about a decrease in

subjective welfare.

7. The previous exploration has explained that the ultimate goal of each human’s

desire is either to achieve an increase, or to avert a decrease in subjective welfare. But
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this ultimate goal is often not the immediate goal of human desires. When it is, it is

called a welfare desire.

8. A change in our state of mind and usually also a change in the external world
are necessary to satisfy each such desire. However, every such change is conditioned
by the effect of an additional cause. If we are aware of the connection between the
desired change and its cause, the welfare desire is assigned a further goal, which is to
put this cause into effect. This intentional implementing of forces in order to achieve
this result, which we consider to be the cause of the desired result, we call the use or
utilization of these forces or of their material medium (means of satisfaction); we call

the desires with such further goals desires leading to use or use desires.

9. For this kind of desire to be aroused inside a person, it is necessary that the
person have 1. an effective welfare desire and; 2. a judgment that this desire can be

satisfied by the use of certain means of satisfaction.

Ad 1. A person who has does not have for example the (welfare) desire to hear
better, cannot have the (use) desire to use a hearing aid. A welfare desire cannot
arise in somebody who is convinced that the envisaged increase in welfare can be ac-
complished without his intentional endeavor, for example via reflexive or instinctual
motions; or, on the contrary, that all his endeavors to achieve the envisaged increase

in welfare are in vain.

A welfare desire can become ineffective if there is a stronger welfare desire com-
peting with it, so that if one is satisfied, the other must remain unsatisfied, because
both needs must be satisfied at the same time. One who wants, for example, to show
his devotion to God by fasting on a certain day would not have the (use) desire to eat

on that day.

Ad 2. The next condition for arousing use desire is a judgment that certain means
of satisfaction are suitable for accomplishing the desired increase in welfare. One
who, for example, considers certain mushrooms poisonous would have no (use) desire
to eat them. The judgment does not have to be absolute; it is sufficient if it is probable
to a certain degree. It is also not necessary for it to be objectively correct. There are
a great number of use desires leading to utilization of various items (for example

various mystic means) that cannot actually cause any increase in welfare.
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10. The same conditions, on which the formation of use desires depend, are also
decisive for the continuation of such desires. Thus, when a particular welfare desire
ceases, for example, because it has been fully satisfied, or when it is supplanted by a
stronger competing desire, or when the person with this desire changes his judgment

about the suitability of the means used to satisfy it, the desire also ceases.

Desires aimed at the use of certain means of satisfaction can become ineffective
if there are some stronger competing desires to use the same means of satisfaction or

needs to be satisfied at the same moment.

1. If we want to use some means of satisfaction, we have to have it in our pos-
session first. This means such a relation of the means of satisfaction to the needing
person that his desire aimed at the use of this means of satisfaction, whenever it arises,
can be satisfied without any delay. Only a few means of satisfaction exist in which it
is not necessary to exert any effort, such as for example, breathing. Almost any other
means of satisfaction in order to be usable must first be brought into this relation
through human activity. This activity presupposes special desires aimed at this goal.
We may call these desires possession desires. Considering that the possessions we
have acquired may be taken away from us again by the action of natural forces or the
activity of other people, these desires aim not only at acquiring but also at keeping

the possession.
12. In order for a possession desire to arise one has to have:

1. either a) a present welfare desire or b) a judgment that he will have such a desire

in the future;

2. a) in the case of acquisitive desires, a judgment that the person does not possess
or will not possess the means of satisfaction when he wants them; b) in the case of the
desire to keep possessions, a judgment that the possession of the means of satisfaction

will be forfeited if the person needing them remains inactive;

3. ajudgment that acquiring or keeping possession of the means of satisfaction is

not impossible.

Ad 1. Regarding the possession desires that are aroused by present use desires,

it is sufficient to refer to what was said in § 9. A possession desire concerning cer-
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tain means of satisfaction can be aroused even if the given person does not have any
present use desire related to this means of satisfaction. It is enough that he has either
a certain or at least to some degree probable judgment that this desire will exist in

the future.

Thus, merely the idea of future use desire is not enough to create a possession
desire at present; there also has to be the aforementioned judgment, or, even without
formulating a formal judgment, an opinion that the use desire for the satisfaction of
which the means of satisfaction shall be used, will arise in the future. Likewise, some
authors are not correct in their consideration that the present psychic reflection of a

future use desire is a preliminary feeling.

Ad 2 and 3. The aforementioned judgments do not have to be certain; it is suffi-
cient they are probable to some degree. But if the person with needs is fully convinced
that he possesses or will possess the necessary means of satisfaction when he needs
them, or that these means of satisfaction cannot be taken away from him, or that any
endeavor to acquire them is in vain, then the possession desire related to such means

of satisfaction cannot arise.

The same conditions on which the arousal of the possession desire depends, are
also required for its continuation. If there is a conflict among several possession de-
sires, such that only one of them can be satisfied, the strongest one suppresses the

weaker ones.

13. The trinity of desires that has been discussed in the preceding paragraphs is
very significant for economic science. We said at the beginning that economic sci-
ence deals with a certain kind of human actions and their outcomes. Now we may
be more precise and state that the actions and their outcomes with which economic
science deals aim at acquiring and sustaining possession of certain means of satis-
faction that are considered necessary for the satisfaction of use desires. Economic
science cannot content itself merely with exploring, describing, and classifying these
actions and their outcomes; its duty is also to interpret them, that is, to explore their
causes and reduce them to the smallest number of notions and laws possible. This
duty would not be fulfilled if it only limited itself to pointing out that economic phe-

nomena are the outcomes of certain kinds of desires we labeled possession desires.
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If it is a theoretical science, it must also answer questions as to why people treat dif-
ferent parts of the physical world surrounding them in such distinct ways, desiring
possession of some parts and not of others, and why desires to possess different goods
or the same goods by different people, at different places, and in different times vary
in their intensity so much. But if it is a practical science, it should explain and sub-
stantiate what parts of the physical world around us we require and what the intensity
of the desires for various goods by different people, at different places, and in different
times is; in other words, what possession desires and what intensity of such desires

are purposeful, reasonable.

These answers can be provided by economic science only if it takes notice of use
desires as well, because the existence and intensity of possession desires is condi-
tioned by the existence and intensity of use desires in the first place.

14. Once we know that every use desire has its origin in a welfare desire, we may
assume that economic science, in order to explain economic actions perfectly, has
to return to welfare desires. But this assumption is not correct. Human knowledge
does not constitute one single science, but breaks down into a number of separate
disciplines, within which there is a certain division of labor. Due to this division of
labor those disciplines do not have to trace the causal relations of the phenomena
under scrutiny back to the ultimate causes, but can stop at some intermediate causes
which do require further explication in other sciences, but which are given facts and

quantities for this particular science.

Then it is necessary to keep in mind that the existence of a welfare desire is not
enough for a use desire to arise, but there must also be present a judgment that certain
means of satisfaction can cause a change that will satisfy this desire. Such judgments
have long been a generally accepted domain of technological, medical and similar
sciences. If economic science would like to go so far as to use welfare desires in its
explication of causes of economic phenomena, the border between it and the men-

tioned sciences would disappear.

15. Thus, use desires are given facts and their intensities are given quantities for
economic science. The investigation of what welfare desires people have, from which
causes these desires arise, what intensity they have, and what things are suitable for
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their satisfaction does not belong to economic science, but to related sciences.

The foundation of economic science may yet to a lesser extent than in case of
welfare desires be comprised of emotions that cause these desires and thus lie even
one station further behind them. The border station where economic science takes
over the vehicle of exploratory work from the neighboring sciences is use desires. This
notion, as can be easily shown, creates the basis for the notion of a good; both notions
then create the substantive foundation for the notions of economy and economic
value. So it is possible to build, either directly or indirectly, all the other basic notions
of economic science on the notion of use desire, whereas these other notions are not
necessary for defining this notion itself. For this reason, the notion of use desire
should be considered the first basic notion of economic science, or, more correctly,

the most important part of this notion.

16. The human mind, as is well known, is very limited. As we can perceive only
a few things at a time and imagine only a few things at a time, we can have only a
small number of present needs at a given moment. But if we can say that someone
knows something at a particular moment, even though he is neither presenting this
judgment nor thinking of it at that moment, when one has the capability (disposition)
to present such a judgment as soon as his attention turns to an inducement of this
judgment, then we can certainly also claim that someone has a desire at a moment
when he is not aware of the respective endeavor to satisfy it, but simply when he has
the disposition to become aware of this desire as soon as his attention turns to the

goal of this desire.

Such dispositions to desires are of the same importance to economic science as
present desires and therefore we have to take into account - besides welfare, use and
possession desires — also the dispositions to all these desires. If we merge the notion
of use desire with the notion of disposition to this desire, we obtain one notion that
should be considered the first basic notion of economic science and that we may call
use need. We can come to the notions of welfare need and possession need in a similar

manner.

17. Considering the numerous meanings of the word need in common language,

it would, of course, be better if economic science abandoned this word. But until
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a better term is suggested by a more competent person, it is necessary to keep in
mind that in the preceding cases the word need was used without any reference to
the meaning it holds in common language, as if it were deliberately created for the
notions above. Thus, no objections can be raised against the correctness of these
notions from the point of view that they contradict the existing common language

meaning of the word.

Because the theory of needs constitutes a substantial part not only of economic
science but also of many other sciences, particularly ethics and cultural history, it is
probable that it will dissociate itself from these sciences later as a separate science for
which the name chreonomics (from ypéog = need) seems appropriate. Considering

this we can call the three notions of need in question chreonomic notions.

18. It is an attribute of many welfare and use desires that after being satisfied
once they do not pass off absolutely, but recur after some time; this alternation of
desire and satisfaction repeats for one’s whole life in the case of some desires, such
as the desire to eat. Hence, it is necessary to distinguish between one manifestation
of welfare and use desire from the moment they enter one’s mind until the moment
they disappear as a consequence of satisfaction or other reason, not only as present
desire, but also as a disposition to desire; and the totality of all such manifestations
in a certain period. The first notion may be called the manifestation of desire, the
second one as welfare or use or possession desire in a narrower sense. Desire goes
through various stages that differ in intensity during each manifestation of the drive
for satisfaction. These stages may be called phases of need. If we depict an individual
manifestation of desire with a refracted line, each phase corresponds to the straight
lines this refracted line consists of. The phases that occur during the act of satisfaction
are of special importance to economic science; thus, we shall give them a special name
- phases of satisfaction. Manifestation of need and phase of need are then similar

notions as beat and phase of beat in the case of a pendulum.

If we sum up the use needs of different people concerning the same kind of good,
for example bread, we get the notion of a class of use needs; we could arrive at the

notions of a class of welfare and possession needs in a similar way.

If we sum up all the use needs of different people concerning the same family of
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goods, for example eatables, we create the notion of a family of use needs, to which

the notions of families of welfare and possession needs are similar.

19. Thus, in the preceding paragraphs we have identified eight different notions
that are in the common language and also in economic science hitherto labeled with
the same name - need. Three of them are paratactic - welfare, use and possession
need; and five of them are hierarchical, in order from the narrowest to the broadest
- phase of need, manifestation of need, need in a narrower sense, class of needs,
and family of needs. It is surely in the interest of further development of economic
science to become properly aware of the differences between these various notions

and to examine them carefully while using various terms for them.

3 Self-regarding, other-regarding and mutual needs

20. Our feelings do not signal only the positive or negative character of our own
objective states of welfare, but also those of other people, for example of our children,
parents, spouses, siblings etc. In the latter case we may call them other-regarding
feelings; in the former, they should be called self-regarding feelings. An unpleasant
feeling (sympathy) arises very often inside us if we realize that somebody is suffering.
Similarly, but more rarely, because only a few people are free of all envy, a pleasant
feeling arises inside of us when we realize that someone else has a pleasant feeling.
Both of these feelings should be ranked among the subjective states of welfare, but

they are induced states as opposed to the original states discussed in § 6.

21. On the basis of what has been said about the mechanism of our will, we may
conclude that realizing or averting induced states of welfare can also be the aim of wel-
fare desires. Because the satisfaction of such desires leads to immediately increasing
or averting the decrease in others’ objective or subjective welfare, it is possible to call

them other-regarding, whereas the desires mentioned in § 7 are called self-regarding.

22. We avoid using the notions of altruistic and egoistic feelings and desires here,
because they have a moral undertone. By egoism is meant a direction of will that
prefers one’s own desires, which are objectively less important, to other desires which

are objectively far more important. Altruism, on the other hand, stands for a direction
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of will that prefers other desires which are objectively equally or less important, to
one’s own desires. These notions thus refer to the relative intensity of two desires,

but we need a term to label the direction of single desires.

23. A case often occurs that for a particular person A, realizing an increase in his
own welfare is not possible either at all or as perfectly or as cheaply unless there is
a simultaneous increase in the subjective or objective welfare of one or several other
persons M, N, O etc. It may happen, for example, that protecting person A’s property
from flooding with a dam cannot be done without building a dam that also protects
the property of persons M, N, O etc. Therefore, if A wants to achieve the desired
increase in his welfare, he must desire the realization of a similar increase in welfare
for persons M, N, O etc. Such welfare desires are called mutual.

24. By combining these desires with dispositions for them we obtain the notions

of self-regarding, other-regarding and mutual needs.

Use desires and needs may also be divided into self-regarding, other-regarding
and mutual, according to which category the welfare desires or needs that arouse

them belong.

If somebody desires to achieve or sustain the possession of certain means of sat-
isfaction for himself, it is a self-regarding possession desire; if the aim of his desire is
that someone else achieves or sustains this possession, it is an other-regarding pos-
session desire; and if the latter desire is a condition for satisfaction of the former

desire, it is a mutual possession desire.

4 Individual and collective needs

25. Human society, as is known, consists of a great number of varied groups, which
comprise a greater or smaller number of individuals, living either at the same time
or sequentially. Among these groups, special attention is required for those whose
members share a certain characteristic that creates a substantial part of their person-

ality (nationality, religion, occupation, etc.). Because of this, there is such a relation-
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ship among them that certain subjective or objective states of welfare, in which some
of them find themselves, are signaled to others as well, if those are aware of this afore-
mentioned common characteristic. This happens through feelings that, as opposed
to the personal or individual feelings that we dealt with in the previous two chap-
ters, may be called communal or collective. If for example some individual members
of one nationality or confession, while manifesting their nationality or confession,
or because of their affiliation to it, acknowledge some injustice or detriment, an un-
pleasant feeling is also awakened inside of other compatriots or co-religionists. Such
a feeling arises only if these persons consider themselves to be of the same nationality
or confession (if they, as it is said, “feel” that they belong). As soon as they cease to
feel that they belong, this unpleasant feeling does not appear any more. In fact, they

could even have the opposite feeling on these occasions.

26. It is not the task of economic science to investigate what characteristic the
members of such groups must have in common. Therefore, we limit ourselves to
the observation of the fact that these groups do exist. They have been given various
names in common and scientific language; in order to use one term for them all, we

shall call them communities or collectivities.

27. Both individual and collective feelings seem to have a pair of teleological
functions: first, they allow us to distinguish the positive and negative nature of the
collectivities’ objective states of welfare; and second, they induce instinctive and in-
tentional activities aimed at replacing the present states of the collectivities’ lower
standing on the objective scale of welfare with a higher one. Among the states and
relations in which members of some collectivities exist, there are not only states that
contribute to maintenance and development, but also those that lead to the weaken-
ing and destruction of the lives of the entire membership of the given collectivity. By
analogy to § 3, we may call the former states positive, the latter, negative collective

states of welfare.

28. I do not dare to provide a fully satisfactory general answer to the question
as to what the difference is between collective and individual states of welfare. But
I am willing to try to elucidate this difference using a special example. There is, as
is known, a more or less fierce struggle for survival among all animals. This struggle

can be observed among members of diverse human collectivities as well. Victory in
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this struggle will usually be obtained by the members of the collectivity that is led by
these members jointly and that has a better adapted organization for this purpose.
Single individuals whose welfare is under threat just because of their membership in
this collectivity thus have a better prospect of avoiding this impending detriment the
greater the extent to which all the members’ power is allowed full play. So everything
that magnifies the power of all members of a given collectivity is of the same impor-
tance as increasing each member’s own welfare; contrariwise, everything reducing the
power of the whole means decreasing each member’s own welfare, if this welfare is
conditioned by affiliation with the collectivity. Consequently we may assume a posi-
tive collective state of welfare if this collectivity is well organized and disciplined, if it
has a large number of members and each member by himself is strong; the opposite

circumstances is considered as a negative collective state of welfare.

29. Our will is influenced by objective collective states of welfare to a similarly
small extent as by individual ones. A direct goal of our desires is usually the realiza-
tion of collective pleasant feelings and eliminating or averting collective unpleasant
feelings, which are subjective correlates corresponding to objective collective states

of welfare, either positive or negative ones.

30. Collective states of welfare are without any question the states of the indi-
vidual members of the given collectivity, because there are no other beings apart
from them to whom we could ascribe these states and who would have minds through
which to feel them. In spite of this, these states cannot be considered to be individual
states of welfare, because the persons that are members of the given collectivity do
not have and are not aware of these states as individuals, but only as members of the
given collectivity. For as soon as they cease to be members of the collectivity, these
states of welfare no longer apply to them, and their feelings no longer signal these
states to them. We should not be misled by legal science that regards collectivities as
independent persons, so called corporate bodies/artificial persons, because these are
only fictions for which there is no place outside of this science. After all, every inde-
pendent personality presupposes an independent mind, which collectivities without

any doubt do not possess.

31. The desires that have as a direct aim the realization of pleasant collective feel-

ings or the elimination of unpleasant collective feelings are called collective welfare
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desires. These desires are also the desires of those individuals of which the collectiv-
ity consists, because there is no other being blessed with a mind in which the desire
could arise. Hence, there could be a conjecture that collective desires do not even
exist. This opinion would be wrong, because the persons who are aware of such de-
sires do not have them as individuals, but as members of the given collectivity, not
as a consequence of their individual feelings, but as a consequence of their collective
feelings. It is not necessary for all members of a collectivity to have such feelings and
desires; it suffices if only the members whose will represents the collective have them.
Other members may be forced to have such desires, which is absolutely in order in
case the positive or negative character of the objective states of welfare of their own
collectivity is improperly signaled to them because of their wrong feeling endowment.
Collectivities as well as individuals may authorize other persons, even non-members,

to become aware of certain collective desires and thereby arrange their realization.

32. In instincts and desires caused by collective feelings one must see the psy-
chic cohesive power that maintains collectivities as formations different from other
individuals and human groups; this should be ascribed to the fact that collectivities
such as state, community, church, nation, etc. are not only logical names of a class
of elements, mere abstracts, but real phenomena, kinds of superindividual organ-
isms, towards which individual members are in the same relation as individual cells

towards the whole organism of an individual.

33. By merging the notions of collective welfare desire and disposition to such a

desire, we obtain the higher notion of collective welfare need.

We can get to the notions of collective use and possession desire and need in a
similar way as that in which we arrived at the notions of individual use and possession

desire and need in §§ 8 and following.

All these collective desires and needs may be divided into self-regarding, other-

regarding, and mutual desires and needs.

34. Combinations of collective and individual needs are very common, and many
of them are of great significance to economic science, especially financial science.
If, for example, wastewater from a factory pollutes a creek to such an extent that

near-by residents are considerably annoyed by its fetid vapors, this state would be
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considered as a negative state of welfare for those persons, and their awareness of
this state would arouse a welfare need aimed at its elimination. If such an impropriety
concerned only a small part of the collectivity, it would be regarded as an individual
negative state of welfare of these members. But if the number of members affected
by such an impropriety is large enough to substantially impair or endanger the power
and prosperity of all the members, the individual negative states of welfare of the
concerned members are accompanied by a collective negative state of welfare. Then
eliminating this state becomes an aim of a collective welfare need, manifested in a law
ordering the owners of the factory to acquire equipment for proper treatment of the
wastewater before it is discharged into the creek. After this collective need arises, the
individual needs do not cease to exist, but the collective need arises alongside them.

Thus we can call it an accessory collective need.

35. In the case presented, all individual needs belong to the category of self-
regarding needs. But they can also belong to categories of other-regarding or mutual
needs. Taking care of children born out of wedlock is at first an other-regarding indi-
vidual need of their mothers. But if a law were passed imposing a child support obli-
gation on fathers, this law would be a manifestation of an accessory collective need
related to those other-regarding individual needs. If properties of a bigger number
of owners are subject to more frequent flooding, their need to eliminate this negative
state of welfare is primarily the mutual individual need of these owners. But if a law
is passed forcing the minority to submit to the decision of the majority to build a pro-
tective levee, it demonstrates that the collectivity whose authorities passed this law
considers the state of the owners threatened by flooding to be a collective negative
state of welfare. As a result, the individual mutual needs of the property owners are

joined by an accessory need of the collectivity of which they are members.

36. In the cases discussed so far the collective needs were at first welfare needs.
But if an administrative authority needs to enforce the decision that the factory own-
ers use waste-treatment equipment, such enforcement is preceded by a need to use
certain administrative procedures and suitable clean-up methods. This accessory

need is thus a collective use need.

If the authorities do not possess the goods necessary to carry out the operation
(for example, the material to build the water treatment equipment to be installed at
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the expenses of the factory owners), then the satisfaction of the aforementioned need
is conditioned by the satisfaction of the collective possession need, which is also only

an accessory need.

Sax called the activity of the collective authorities in response to the aforemen-

tioned collective needs regulative activity, which can be either proscribed or arranged.

37. In the cases we have mentioned, accessory collective needs are only rarely use
or possession needs. This happens only if the directives in which welfare needs are
manifested are not fulfilled. But there are many other cases in which it is obvious
from the very beginning that in order to satisfy an accessory collective welfare need,
there must be a collective use need as well. This would be true, for instance, if the
state limited itself only to passing the aforementioned law and, as a result, a great
number of children born out of wedlock were very poorly taken care of. Therefore, in
our times, the states or autonomous authorities found institutions for fostering these
children; but this decision had to be preceded by a collective use need aimed at uti-
lizing the power of appropriate public servants relevant goods (buildings, furniture,
food provisions), etc. And to satisfy this need there must be a collective possession
need aimed at acquisition and possession of these powers and goods.

38. A need for city inhabitants to acquire a sufficient supply of potable water is
certainly first and foremost an individual possession need. If there is an abundance
of potable well water or if there is a private entrepreneur willing to lay the duct and
supply the inhabitants with potable water for a reasonable price, the community has
nothing to do with this need. But if the well water is contaminated, and if there is no
such entrepreneur, then, because drinking contaminated water is a source of com-
municable diseases, which must be considered as negative collective state of welfare,
there arises an accessory collective welfare need aimed at eliminating this negative
state. This need can be satisfied by laying the duct at communal expense, which has
to be preceded by a collective possession need aimed at acquiring a sufficient supply
of potable water to distribute to the inhabitants.

39. So in this case the collective need standing in the forefront is a possession
need, whereas in the case mentioned in § 37 this place seems to be occupied by a
collective use need. The difference can be explained by the fact that in this case the
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collective welfare need is satisfied if the authorities simply give the inhabitants the
chance to acquire an adequate supply of potable water, while in the previous case the
desired state of welfare for children born out of wedlock, which seems to be altogether
a collective state of welfare, could not be achieved if these children, or their mothers
as the case may be, were left to decide by themselves whether and how they would use
the institutions founded for them. In such cases the collectivity must also leave the
implementation to its authorities, and thus must also have the respective use needs.

40. The collective use and possession needs that we dealt with in the last two
paragraphs give rise to an activity by the collective authorities which Sax calls direct
own activity. This activity is appropriate only if a regulative activity is unable to bring
about the increases in collective welfare or avert the decreases in welfare that are the
aim of the collective needs, either because the orders and punishments do not seem
to be effective enough to reconcile the individual needs of the collectivity’s members
with collective needs, or because the physical, mental or economic powers of the
members are not sufficient to carry out the activities necessary for the satisfaction of
the collective needs.

41. This direct activity by collective authorities is carried out by means of either
public companies or public institutions. It is possible to talk about a public company
if the foremost collective needs to be satisfied are possession needs; and we talk about
a public institution if these needs are use needs. I believe this sentence explains the
difference between a public company and a public institution much more accurately
and clearly than other economic authors have been able to do, since they did not
realize the difference between collective use needs and collective possession needs.

42. We shall not confuse combinations of the individual and collective needs that
we have just discussed with such cases in which the same means of satisfaction serve
both individual and collective needs that in other respects have nothing else in com-
mon. In these cases we talk about the competition of individual and collective needs.
An example of this competition is railroads, that are used not only for transportation
of persons and private goods, i.e. for the satisfaction of individual needs, but also
for transportation of military and war material, i.e. for the satisfaction of collective

needs.
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5 Some other classifications of needs

43. As we have distinguished two classifications of needs in the previous two chap-
ters, in this chapter I want to show as concisely as possible only those of 27 other
classifications introduced in the fifth chapter of the aforementioned book that have

the greatest importance for economic science.

a) Because economic science deals solely with economic needs, it is first necessary
to determine the difference between them and non-economic needs. To do so, it
is necessary to understand the terms economy and economic good. However, the
exploration of these terms was not an aim of the aforementioned book. Thus we
have to content ourselves with this sentence: Possession economic needs are those
needs whose direct goal is acquiring or sustaining possession; use economic needs
are those needs whose direct goal is the use of economic goods. Other needs have to

be considered non-economic, and they do not come into economic science.

b) Welfare needs aimed at achieving an increase or averting a decrease in objective
welfare are called objective; those welfare needs aimed only at achieving an increase

or averting a decrease in subjective welfare are called subjective needs.

If the judgment about the fitness of the means of satisfaction of a use need is
objectively true, we call this need a correct need. If this judgment is only subjectively

true, we call this need incorrect.

Correct needs aroused by objective welfare needs are called real needs in common

language; other needs are putative needs.

c) Welfare needs are positive if their direct goal is to achieve an increase in welfare;

negative if their direct goal is to avert a decrease in welfare.

It is possible to distinguish in a similar way between positive use needs, whose
direct goal is to utilize some means of satisfaction, and negative use needs, which
seem to be resistant to the utilization of some means of satisfaction, because - besides

pleasant effects - they cause some unpleasant effects as well.

Possession needs can also be positive or negative. But the latter category does

not include resistance to the loss of possession of good B, which one has to give up
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in order to obtain good A, because this resistance is in fact a maintaining possession
need. We may include there, for example, resistance to possession of a stolen good or

resistance to an effort one has to undergo to obtain or maintain possession of a good.

d) The goal of a welfare need is not always achieving one increase or averting
one decrease in welfare. It is very common to want to achieve several increases or
avert several decreases in welfare at the same time, as is the case, for example when
such effects are caused simultaneously by the use of certain means of satisfaction.
Considering this, it is possible to classify both welfare and use needs into simple needs
and complex needs. In the latter case, one of the needs is usually a main need and

the others are secondary needs.

We should distinguish between complex use needs, aimed at utilizing the means
of satisfaction existing as a single unit, parts of which cannot be the subject of special
use needs, and complementary use needs, each related to a different means of satis-
faction if these needs create together a sort of a whole because their simultaneous or
near simultaneous satisfaction is called for with greater intensity than is the sum of

the intensities of all these desires satisfied separately.

A similar distinction between simple, complex and complementary needs may be
made in the case of possession needs. Complex possession needs relate to several
goods, possession of which is acquired simultaneously, as, for example during the
production of corn and straw, flour and bran etc. Complementary possession needs
arise from similar use needs, as, for example, needs related to factors of production

of the same good.

e) Given the diversity of effects of acts of satisfaction, it is possible to divide wel-
fare and use needs into needs aroused by pain and needs leading to pleasure. In
the first case, the effect of the act of satisfaction lies in neutralizing the incitements
arousing the need with the incitements resulting from the act. In the second case,
the incitements resulting from the act of satisfaction and the incitements by which
— or by the idea of which - the need was aroused are identical. Needs consisting of

both categories are called mixed needs.

f) Activities necessary for the satisfaction of an economic need, i.e. for bringing

the means of satisfaction from its natural conditions into the state that we call pos-
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session for immediate use, are usually not done uno tractu, but in several stages. In
each of these stages, the particular means of satisfaction is in the possession of a par-
ticular person, but each of these possessions has, so to speak, a different degree of
ripeness. If we call the stage in which the economic activity ends and the consump-
tion activity begins economic possession of the first order, it is possible to call such
possession needs aimed directly at acquisition or maintenance of the possession “pos-
session economic needs of the first order”. Similarly, we call the stage immediately
before the possession of the first order economic possession of second order, and
the needs aimed at the acquisition or maintenance of this possession “possession
economic needs of second order”. In an analogous way we can come to possession
economic needs of the third, fourth order, etc. All these needs with the exception
of needs of first order can be summarized by the term possession economic needs of
higher orders.

Use needs may also be classified by order.

g) If person B, possessing a certain good, is legally obliged to transfer the posses-
sion of the good after a request from person A to this person, and if there is some
probability that person B will fulfill this obligation, it is also possible to say that per-
son A possesses the good. As opposed to the mode of possession we have been dealing
with so far (direct possession), we may call this possession indirect. Thus we may also
distinguish between direct and indirect possession needs, whose immediate goal is

to acquire or maintain direct or indirect possession.

h) If the one who is making up an economic balance sheet is aware of use needs at
this particular moment as present desires or dispositions to such desires (§ 10), these
needs may be called present needs. Those needs which he at this particular moment
considers likely or certainly to appear in the future, resulting in the emergence of
possession needs in the present time, are in the sense of economic science future
needs. If someone used goods bought on credit to satisfy use needs in the past and if
he has possession needs in the present time aimed at acquiring these goods in order

to repay them, we say that he has a past need.

i) The classification of needs into collective and individual is related to the classi-

fication into public and private needs, which takes into account whether these needs
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are satisfied through public law corporations, entitled to carry out governmental mat-

ters, or individual persons or companies and corporations created under private law.

j) This classification must not be confused with the differentiation between joint
and separated needs. Both are the same needs of different persons, but the former

are satisfied through a joint act of satisfaction.

k) We should also distinguish this classification from the differentiation between
societal and non-societal needs. Both are individual needs, but the former occur only

among people in a society; the latter, when people are living in isolation.

1) Because the term needs includes not only present desires, but also dispositions
to such desires, it is possible to divide welfare, use and possession needs into present

needs, and prospective or potential needs.

m) If there is a conflict of two use needs both requiring the use of the same means
to be satisfied, only one of them - that is the stronger one - can be satisfied. The
repressed need does not disappear from one’s mind immediately; rather, as soon as
there is a chance to satisfy it within a certain period of time, it will reappear. Such
repressed needs may be called latent needs; the others, manifested in economic or

consumer action, are effective needs.

n) Needs having several manifestations, characterized by the fact that whenever
one is satisfied it reappears after a certain period of time, are called periodical. Other
needs, composed of only one manifestation after the satisfaction of which it disap-

pears permanently, can be called non-periodical.

0) Some manifestations of needs can be satisfied bit by bit. If I am hungry, for
example, I am not bound by only two alternatives - fill myself up, or stay completely
hungry. I could also appease my hunger partly by eating a smaller amount of food.
Needs of this kind can be called divisible; those not allowing partial, bit-by-bit satis-

faction are called indivisible.

p) Absolute individual needs are those manifestations or phases of need mani-
festations, which, if left unsatisfied, lead immediately to death or substantial distur-
bances of or threats to a person’s physical or mental health; absolute collective needs

are those manifestations or phases of manifestations of collective needs, which, if left
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unsatisfied, result in the extinction of a particular collectivity, especially of a nation-
state, or substantial disturbance of or threat to its welfare. Other manifestations or

phases of manifestations of needs may be called relative.

q) The needs that we have just labeled as absolute correspond to those which
Wagner calls existential needs of the first order. The needs that he calls existential
needs of the second order are those relative needs whose satisfaction is “according
to the custom and tradition” of certain regions and certain epochs considered neces-
sary for each person aspiring to be a member of a certain social-class. The quantity
and quality of goods the consumption of which is conditioned by the kind of needs
characteristic of a certain class, region or epoch constitutes the so-called standard of
living for this class, region or epoch.

Comfort needs aim at achieving certain more refined material enjoyments with-
out any regard as to whether their satisfaction requires membership in certain social-
class or not, whereas cultural needs aim at achieving more refined mental enjoy-
ments, particularly aesthetic or intellectual. Finally, we should mention also lux-
ury needs, aimed only at parading real or ostensible wealth; satisfying these needs
requires a greater amount or higher quality of goods than otherwise would be nec-
essary, for technical reasons. Such needs belong together with extravagant needs in
the category of subjective (irrational) needs.

6 On the commensurability of needs

44. In the case of every welfare desire — besides the feeling or idea of this feeling,
through which this desire is evoked - it is also possible to distinguish particularly be-
tween a drive for satisfaction and the idea of an increase in welfare, the achievement
of which is the goal of the drive for satisfaction. It is well known that two welfare
desires, even if they are aimed at achieving increases in welfare of the same kind and
duration, are not always equally strong; and also that - ceteris paribus - the stronger
of the two welfare desires usually is the one which aims at the achievement of a more
prolonged increase in welfare. Thus the welfare desire is a two-dimensional quantity,
depending on the duration of the increase in welfare which is to be achieved and the

intensity of the drive for satisfaction. This quantity may be compared with the attrac-
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tion which the earth exerts on the bodies on its surface and which depends first on
the mass of the body concerned and second on the intensity of the force of gravity.
As a result of this attraction, the bodies exert pressure on the surface they rest on,
which we call weight, and the cause of which general opinion seeks in the properties
of the bodies themselves. Similarly, common language seeks the cause of the fact
that certain states of welfare are the goals of welfare desires and that certain bodies
are objects of use desires in the properties of the desires in question, and uses analo-
gous terms: importance, significance, utility and suchlike. Economic science has so
far followed this common language use, even if it has recognized that the immedi-
ate cause of the aforementioned phenomenon does not inhere in the given states of

welfare or bodies, but in our welfare and use desires.

45. As I wish to show that the theory of needs can be explained in a way formally
corresponding to the contemporary state of factual economic knowledge, I term this
two-dimensional quantity, manifesting itself in present welfare desires and depen-
dent on the intensity of the drive for satisfaction and the duration of the increase in
welfare, as welfare egence. If the welfare desire is positive, its egence is positive as
well; if the welfare desire is negative, its egence is negative too. Instead of the latter

term we may also use the word disegence.

The two-dimensional quantity, dependent on the intensity of the drive for satis-
faction and the amount of means of satisfaction, is manifested also in the case of
use desires. This quantity can be called use egence, either positive, or negative (dis-

egence). Instead of this word, economic science has so far been using the term utility.

We can get to the term of possession egence in a similar way. By this we mean
a two-dimensional quantity dependent on the intensity of the drive for satisfaction
and on the amount of the means of satisfaction, the possession of which is to be
acquired or sustained. The latter term corresponds to the existing notion of economic

subjective value.

46. It is possible to maintain as an a priori fact that the egences of all welfare
desires that a particular person feels actually or potentially at a given moment are
not equal. For if they were equal, there could be no decision reached, since human

will-power is so organized that only the desire which surpasses all others existing
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simultaneously can become a person’s will. However, since numerous decisions of
the will regarding the satisfaction of desires are made every day, the desire which
becomes a person’s will must have been stronger than the competing desires. This
way of constituting the decisions of our will is the best means of recognizing which

of two given desires has a large egence.

47. Based on what has been said, it will not be hard to answer the question of
whether different needs are commensurable with each other. If the needs to be com-
pared are understood as several present manifestations or phases of manifestations
of welfare desires which still await satisfaction, and if commensurability is taken to
mean the possibility of determining which of these needs has the larger egence or

disegence, such needs definitely are commensurable.

The criterion for comparing the commensurability of needs, however, is not - as
some authors say - the intensity of the accompanying feelings, but the size of their

egences.

Not only positive welfare desires but also negative welfare desires are commen-
surable; not only self-regarding, but also other-regarding and mutual; not only indi-
vidual, but also collective welfare desires. Our experience also teaches us that even
use and possession desires are commensurable, not only with each other, but with

welfare desires as well.

48. Comparing two egences is very similar to weighing two objects using a balance,
if each object is placed on one of its two scales. Such a balance can be used not only
to determine which of the two objects is heavier, or if they have the same weight, but
also what multiple of some other object’s weight, accepted as a unit of weight, each
object’s weight is equal to. This operation is called measurement. It is only possible to
measure quantities for which there is a unit of measurement which is available in so
many completely identical and constant examples that a quantity which matches the
quantity to be measured can be assembled from it (direct measurement), or matches
some other quantity whose quantitative relation to the quantity to be measured is

known (indirect measurement).

49. But is it possible to state that welfare desires, or their egences, are commen-

surable if by commensurability we mean the possibility of measuring them in the
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aforementioned sense? Since it is possible to ascertain that the egence of a welfare
desire aimed at an increase in welfare caused by the consumption of an apple (briefly:
the welfare egence in respect of an apple) is equal to the welfare egence in respect of 15
plums, and that the welfare egence in respect of a pear is equal to the welfare egence
in respect of 10 plums, it would also seem that the egences in respect of an apple and
a pear are measurable with the use of the egence in respect of a plum. However, this
conclusion is false, for - as will be shown later (§ 58) - the egence in respect of 10 or 15
plums, if consumed immediately one after the other, is not 10 or 15 times higher than
the egence in respect of a plum of the same quality, but only perhaps 9 or 8 times, or
13 or 12 times, higher and we are not able to determine the exact number. Even if we
wanted to avoid the difficulty caused by Gossen’s first law and stipulated the egences
in respect of apples and pears with the help of the egences in respect of plums con-
sumed in extended intervals of time, for example with a gap of one day, we still could
not be sure that the egence in respect of a plum eaten today has the same intensity
as the egence in respect of a plum eaten yesterday. We cannot avoid the disruptive
effects of Gossen’s first law even if we find, for example, seven different goods S, to
S7 and we find out that the welfare egence in respect of each of the goods S, to S,
is equal to the welfare egence in respect of good S,, and that the welfare egence in
respect of good S, is equal to the sum of the egences in respect of goods S, to S,. First
of all, this procedure is so lengthy that it is unsuitable for determining large egences.
If anyone believes that in the modern exchange-based economy this statement does
not apply, because it is very easy to find which goods have the same price, for example
of one crown,? it may be said in reply that the welfare egences in respect of various
kinds of goods obtainable for the same price are not necessarily equal, because these
egences - as is known - are only the determinants of the exchange value of goods. But
besides that, this way of determining egences is substantially flawed in the following
way: If we compare the egence in respect of good S;, or S, etc. with the egence in re-
spect of good S,, we cannot be certain that the latter egence is still the same as it was
when we compared it with the egence in respect of good S,. Furthermore, we have
to keep in mind that the more goods we take into account while determining some
larger egence, the greater is the probability that some of these goods will be more or

less perfect substitutes. As a result, the sum of the egences in respect of these two

3 Crown (in Czech “koruna”) was an Austro-Hungarian currency. [Note of the translator]
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goods is no longer equal to double the egence in respect of each of these goods by
itself.

So we see that the measurement of welfare egences is not practicable because,
if several egence units are taken together, their complete equality with one another

cannot be verified.
This applies to use and possession egences as well.

50. Ifit is not possible to measure egences, it does not necessarily imply that there
is no way to determine them numerically. It is possible, for example, to determine by
means of Mohs’ scale if a certain mineral has a second or third or tenth degree of
hardness, even if the measurement of hardness is impracticable. We can find similar
numerical representations for egences too if we establish a scale of egences, and if we

determine what degree on this scale a particular egence is equal to.

The formation of ideal welfare and use egence scales is dealt with in detail in §§

276-279 of the aforementioned book.

51. In order to determine possession egences, economic relations have been using
since time immemorial a range of scales, the individual steps of which are created
by the egences in respect of various multiples of a monetary unit. If this unit is for
example one heller,* the possession egence in respect of the first heller is the first
degree of this possession egence scale (1¥), the possession egence in respect of the first
two hellers is the second degree (2"), the egence in respect of the first three hellers is

the third degree (3¥) and so on.

The numbers 1, 2, 3, etc. are ordinal numbers, not cardinal numbers. Thus, they
do not show multiples of the egence in respect of one heller, as is usually taken for
granted in their general use and also in their use by economic authors, because all we
know about the egence 2V is that it is greater than the egence 1%, but not that it would

be exactly two times greater than the egence 1".

52. Our own experience tells us that the disegence in respect of 2-, 3-, 10- or n-hour
job is not 2-, 3-, 10- or n-times greater than the disegence in respect of a one-hour job,

because this disegence varies depending on the length of the work that preceded it.

4 Heller (in Czech “haléi”) is one hundredth of a crown. [Note of the translator]
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If we want to compare the disegence in respect of a 2-, 3-, 10- or n-hour job with 2,
3, 10 or n disegences in respect of a one-hour job done on different days, we lack any
means of determining whether the disegence in respect of a one-hour job done today

is perfectly equal to the disegence in respect of a one-hour job done yesterday.

From this we can conclude that disegences also cannot be measured, but only
determined by way of scaling. An ideal scale of welfare disegences can be established

in a similar way to the scale of welfare egences.

53. Because egences and disegences are quantities of the same kind, only bearing
an inverse sign, disegence scales can also be used indirectly to determine the size
of positive egences in the same way as, for example, the power of a steam engine is
measured by the resistance which it is able to overcome. This mode has the advantage

of providing the possibility of recognizing changes in all of a person’s egences.

54. While speaking about the commensurability of needs, we have had in mind
so far only the needs of one given person. Now we should examine the question of
whether the egences of different people are commensurable as well. Here, above all,
we encounter the obstacle caused by the fact that person A cannot recognize the
existence and intensity of person B’s needs directly, but merely through particular
attendant circumstances or effects, and such inferences are prone to many errors.
But even if we were able to recognize the egences of needs of the different people to
be compared, we would not be able to establish the relation between their respective
sizes with certainty, because in this case we lack the tool for recognizing which of a
person’s egences is stronger, that is, the actual decision of will. Thus, the comparison

of egences of different people is definitely impracticable.

55. This claim seems to be in contradiction with the experience that exchanges
of goods take place every day among different people which seem to suppose the
commensurability of the respective egences. However, this supposition is incorrect.
If, for instance, person A has a horse and if his egence in respect of the horse is as great
as his egence in respect of 40 quintals of wheat of a particular kind and quality, and
if person B has wheat of this kind and quality and his egence in respect of 50 quintals
of wheat is as great as for the specific horse owned by A, it is completely irrelevant

for the transaction between these two persons what degrees their egences in respect
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of the horse or in respect of 40 or 50 quintals of the wheat are. The barter exchange
will take place just as if A’'s and B’s egences were of the same degree and thus as if the
relationship of A’s egence in respect of the horse to B’s egence in respect of the same
horse were the same as the egence in respect of 40 quintals of wheat relative to the

egence in respect of 50 quintals.

What has been said about the impracticability of commensurability of egences
applies also to the impracticability of commensurability of disegences of different

people.

56. We have considered only present needs so far. However, the necessity of
comparing present use needs with future needs arises almost every day in practical
economic life, and the latter often predominate over the former. But how is this pos-
sible, if there is no drive for satisfaction of future use needs in the present, and hence
also no egences? Here we should recall that future needs in the sense of economic
science are those use needs capable of arousing possession needs in the present. Such
needs have a specific possession egence, which can be weighed against the egence of
present use needs. Therefore, when speaking about the commensurability of present
and future use needs, or of these needs with each other, what is meant is this weigh-
ing of the possession egences brought about by future use needs against the egences
of present use needs, or of the possession egences of future use needs with each other.

7 On changes of intensity and egence of needs

57. Our everyday experience tells us that if we consume equally sized bites of the
same dish immediately one after the other, our appetite diminishes with each bite
until a moment is reached when we have no appetite for consuming any more bites.
If we were forced to eat any more bites of the dish, we would start feeling a distaste
for them. In other words, the intensity and thus also the egence of the welfare desire
aimed at achieving an increase in welfare caused by the consumption of one bite is in
the course of its manifestation smaller with each increase, until it finally reaches zero.
If we still continue with the satisfaction of this welfare need, it becomes negative. We
can observe a similar decrease in intensity and egence of a welfare desire aimed at

achieving an increase in welfare caused by wearing clothes after putting on each ad-
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ditional layer; or of welfare caused by our staying in a warm room as the temperature

increases degree by degree.

58. Based on such experiences, a list of which can be extended endlessly, Gossen
formulated his first law of diminishing utility saying the following: “If we contin-
uously induce the same utility, its size decreases until finally a state of saturation is
reached.” In our terminology, this law would go as follows: “If we satisfy several phases
of a divisible manifestation of some welfare desire one after the other, the egence in
the course of this manifestation becomes smaller from one phase to the next, until
it finally reaches zero.” I show in §§ 316-320 of my book that such shrinking of the
welfare egence can be observed only in cases of manifestations of welfare desires that
belong to the category of self-regarding simple needs aroused by pain (§ 43, letter
e) which do not undergo any increases in intensity during the course of the act of
satisfaction; whereas in the case of needs leading to pleasure this law starts to hold
true with the phase in which the intensity of the particular manifestation reached its

culmination point.

A similar restriction applies to the law of saturation of needs formulated by Wieser,

which refers to decrease of use egence.

59. Gossen also articulated a second law of diminishing utility, according to which
the maximum egence of each additional manifestation of periodical welfare needs will
be smaller than the maximum egence of previous manifestations. But if we examine
a larger number of periodical needs, we can find no such regularity between their
recurrence and the maximum egence of their individual manifestations that would

deserve the name “law”.

60. In the last chapter of the aforementioned book I deal with the relation be-
tween the size of possession and use egences regarding either single goods, or stocks
of goods of the same kind and quality, that are suitable only for satisfaction of one di-
visible or indivisible manifestation of use need. In other words, with elementary laws
of subjective economic value, about the relation of the size of a possession egence
aroused by a future use need to the size of the actual egence of this need. I determine
more precisely than has been done hitherto the reasons for so-called “discounting of
the future”, as well as the rate of its effectiveness, and I uncover a tiny grain of truth

hidden in the so-called abstinence or waiting theory of capital interest.
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1 Uvod

1. Kdokoli se zabyval zevrubnéji zdkladnimi naukami védy hospodaiské, tomu ne-
mohlo ujiti, Ze pojmu potieby, ackoliv jej néktefi spisovatelé pokladaji za prvni za-
kladni pojem védy hospodaiské, na némz vSecky ostatni pojmy zdkladni této védy
se maji budovati, v dosavadni literatute narodohospodaiské vénovano bylo pomérné
malo pozornosti. Nejzietelnéjsi illustraci tohoto tvrzeni poskytuje ta okolnost, Ze
v nejdikladnéjsi némecké encyklopaedii véd statnich (,Handworterbuch der Staa-
tswissenschaften”) predmét tento odbyt jest osmi kratkymi fadky vsunutymi do ¢lan-
ku ,,Gut® Tim nema byti feceno, Ze by se naukou o potiebach dosud nikdo z narodo-
hospodaiskych spisovateltl byl nezabyval; naleznemet pozoruhodné stati o rozdéleni
potieb u Hermanna, o kollektivnych potfebach u Wagnera, o sile potfeb u mnohych
piislusniki oné skoly narodopospodaiské, kteréz zejména rakousti hlasatelé theorie
hodnoty na hrani¢ném uzitku zbudované zvu¢né jméno ziskali. AvSak chceme-li se
o tom, co dosud o potiebach bylo vybadano, pouciti, musime si doty¢né poznatky
u rtiznych spisovatelt shledavati, a kdyz praci tuto vykoname, pozname, Ze nazory i
nejcelnéjsich spisovatelti narodohospodaiskych o podstaté a pojmu potieby ve smyslu
védy hospodafské jsou velice nedostatecné. Presvédcivé diikazy pro toto tvrzeni na-
lezne ¢tendf na str. 78-92 mého spisu.?

2. Nejvétsi ¢ast viny na tomto neuspokojujicim stavu dosavadniho védéni narodo-
hospodaiského nese po mém soudu ta okolnost, Ze nazev i pojem potfeby vzaty jsou
z obecné mluvy, ve které, jak na str. 61-64 jest ukazano, slovo to ma neméné nez 12
riznych vyznamd, a Ze dosavadni spisovatelé domnivali se, Ze poznaji podstatu jevu
potieby, budou-li analysovati obecné predstavy slovu potieba odpovidajici. Abychom
dospéli spravného nazoru o podstaté a pojmu potieby ve smyslu védy hospodarské,
jest tudiz dle mého soudu tfeba dosavadni methodu opustiti a nastoupiti touz cestu,
po které s tak velikym tspéchem postupuji védy piirodni, jez zabyvaji se jevy samymi,

nazord, jeZ o nich ma obecnd mluva, si naprosto nevsimajice.

2 Cuhel, Franz: Zur Lehre von den Bediirfnissen, Theoretische Untersuchungen iiber das Grenzgebiet
der Okonomik und der Psychologie, Wagner, Insbruck, 1907. [Pozn. ed.]
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2 Pojmy potieby ve smyslu védy hospodarské

3. Jevy, kterymi se zabyva véda hospodaiska, jsou jisty druh lidskych jednani a jejich
vysledki. Kazdé jednani pak sptsobeno jest jednou nebo nékolika Zadostmi. Stru¢ny
vyklad o tom, jak vznikaji lidské zZadosti, obsaZen jest v kapitole prvni, z niz vyjimame
nasledujici:

Lidsky Zivot jevi se byti nepfetrzitym fetézem riznych stavt télesného organismu
a rtiznych pomért jeho k okoli, jakoz i rGznych stavii védomi. Shrneme-li tyto stavy
a poméry, z nichZ jedny jsou zachovani a rozvoji Zivota (Zivotnich funkci) pfiznivy,
druhé pak nepfiznivy, pod spole¢ny nazev, obdrzime pojem objektivnych stavii bla-
hotnych; jejich souhrn v jistém okamziku tvoti pak celkovy stav blahotny. Sefadime-li
jednotlivé stavy blahotné podle stupné, v jakém pftispivaji k celkovému zachovani a
rozvoji ¢lovéka, v jednotnou stupnici, obdrzime objektivnou stupnici blahocelnou, je-
jimz absolutnym bodem nulovym jest onen stav, jenz ma v zapéti smrt doty¢ného in-
dividua. Nad timto bodem fadi se napied ony Zivotu nepfiznivé stavy, jezZ maji v zapéti
mensi poruchy Zivotnich funkci nezli smrt, a pak stavy Zivotu pfiznivé. Mezi obéma
nalezd se relativny bod nulovy, odpovidajici bodu mrazu nasich teploméra. Podobné
jako u teploméru mozno nazvati stavy blahotné pod nulou se nalezajici negativnymi
a ty, jez se nalezaji nad nulou, positivinymi. Nasleduje-li po jistém objektivnhém stavu
blahotném jiny stav blahotny na objektivné stupnici blahotné vyse stojici, mluvime o

piirastku objektivného blaha, v opa¢ném piipadé pak o tbytku objektivného blaha.

4. Kdykoli si uvédomime, Ze se nalézame v néjakém objektivném stavu blahot-
ném, pozndvame zarover, je-li to stav positivny ¢i negativny, jelikoz toto uvédomeéni
v prvnim piipadé provazeno byva z pravidla citem libym, v druhém ptipadé pak citem
nelibym, na zdkladé jichz tvotime si usudek o positivném ¢i negativhém razu dotyc-
ného objektivného stavu blahotného. Zminény zdklad téchto nasich usudka nebyva
sice v kazdém jednotlivém pfipadé spolehlivy, ale uzijeme-li nalezité korrektur, jez
nam skytaji city pozdéjsi, mizeme prece ve vétsiné pripadit poznati, zda jednotlivé
objektivné stavy nase jsou positivné ¢i negativné.

5. Vyznam cit nespociva vsak pouze v tom, Ze jsou poslednim pramenem naseho

poznani, jakého rdzu jsou nase objektivné stavy blahotné, nybrz daleko vice jesté v

tom, Ze jsou smérodatnym regulatorem nasich zadosti. Naléza-li se na pf. jista osoba
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ve stavu blahotném, jehoz uvédoméni provazeno jest citem nelibym, vybavi v ni cit
tento snahu. Pridruzi-li se k nému piedstava stavu, jehoz uvédoméni dle jejiho pie-
svédc¢eni onim citem nelibym provazeno neni, proméni se snaha v zZadost, jejiz cilem
jest uskute¢néni tohoto predstaveného stavu blahotného. Avsak i kdyz se nalezame
ve stavu blahotném, jehoz uvédoméni spojeno jest s citem libym, maze v nas vznik-
nouti zadost, jejiz cilem jest bud odvraceni stavu, o némz jsme presvédceni, zZe by
byl spojen s citem méné libym, nebo uskute¢néni stavu, o némz jsme presvédceni, Ze
bude spojen s citem lib&jsim.

6. Ze souvislosti této mezi city a Zadostmi nelze vsak nikterak, jak to ¢ini hlasatelé
hedonismu, dovozovati, Ze by pravym cilem veskerych lidskych Zadosti a jedndni byla
blazenost, t.j. souhrn takovych stavii védomi, jez jsou spojeny s city libymi a prosty
cita nelibych. Ve skute¢nosti tvori Zadosti, sméfujici k uskute¢néni citt piijemnéjsich
a odstranéni citt nepfijemnéjsich, toliko mechanismus, pomoci kteréhoz, budsi Stvo-
fitel, budsi ptiroda, hledi dosici toho, aby Zivoc¢ichové ze stavii na objektivné stupnici
blahotné nize stojicich pfivedeni byli do stavii na této stupnici vySe stojicich, jinymi
slovy, aby konali to, co slouzi k zachovani a rozvoji jejich Zivota individualného i dru-
hového. Avsak objektivné stavy blahotné, v nichz se zivoc¢ichové nalézaji, nemaji o
sobé zadného vlivu na vili, nybrz toliko jejich subjektivné korrelaty, t.j. city. Z té

pfi¢iny mozno city nazvati subjektivhymi stavy blahotnymi, a to city pfijemné posi-
tivnymi, city nepfijemné pak negativnhymi. Nasleduje-li po jistém citu cit pfijemnéjsi,

nazyvame tuto zménu piirastkem subjektivného blaha, kdezto v pfipadé opa¢ném
mluvime o ubytku subjektivného blaha.

7. Pfedchazejici Givaha nds poucdila, Ze poslednim cilem kazdé lidské zadosti jest
bud uskute¢néni néjakého prirtistku neb odvraceni néjakého ubytku subjektivného
blaha. Avsak posledni tento cil nebyva vzdy bezprostfednim cilem lidskych zadosti.

Z&dosti, u nichZ tak tomu jest, chceme nazyvati zadostmi blahoc¢elnymi.

8. K ukojeni kazdé takové Zadosti jest tfeba jisté zmény naseho stavu védomi a
zpravidla téz jisté zmény ve svété zevnéjsim. Kazda takova zména podminéna jest
vSak ptsobenim dostate¢né priciny. Je-li nam souvislost mezi Zddanou zménou a jeji

v 7 Vv

pri¢inou znadma, dostane se blahocelné zadosti blizsiho cile, kterymz jest uvedeni této

pficiny v ¢innost. Ponévadz umyslné uvedeni v ¢innost sil, jez pokladame za piic¢inu

néjakého zadaného ucinku, k tomu konci, abychom tento Gc¢inek uskutecnili, nazy-
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vame uzitim nebo upotfebenim téchto sil nebo hmotného jich nositele (ukajedla),
mozno zZadosti s onim bliz§im cilem nazvati Zadostmi k uziti sméfujicimi nebo za-
dostmi uzitnymi.

9. Aby v nékom vznikla zddost tohoto druhu, jest tedy tfeba, aby mél 1. néjakou
ucinnou zZadost blahocelnou a 2. tsudek, Ze zZadost tato miaze byti upotiebenim jis-

tého prostfedku (ukajedla) ukojena.

Ad 1. Kdo nema na pi. (blahocelné) zadosti lépe slySeti, nemuize miti ani (uZitné)
zadosti upottebiti sluchatka. Zadost blaho¢elnd nemtiZe povstati u nékoho, kdo jest
piesvédcen, Ze predstaveny prirtistek blaha i bez jeho umyslného pfic¢inéni, na pi.
reflexnimi nebo instinktivhymi pohyby, se musi uskute¢niti, nebo naopak ze veskeré

jeho pfic¢inéni, aby predstaveny pfirtstek blaha se uskute¢nil, bylo by marno.

Zadost blahocelna miZe se stati bezti¢innou, konkuruje-li s ni jina, siln&jsi zadost
blahocelna tak, Ze ukoji-li se jedna z nich, druha musi ztistati neukojena, protoze obé
odkazany jsou na touz dobu. Kdo chce na pt. posténim se v jistém dni zalibiti se Bohu,
ten nebude v tyto dni miti (uZitné) zadosti jisti.

Ad 2. Dalsi podminkou vzniku zZadosti uzitné jest tsudek, ze jisté ukajedlo hodi se
k uskute¢néni zadaného ptirtstku blaha. Kdo na pt. jisté houby poklada za jedovaté,
nebude miti (uZitné) zadosti je jisti. Usudek ten nemusi byti naprosto jisty, staci, je-li
do jakéhosi stupné pravdépodobny. Neni také tfeba, aby byl objektivné spravny. Jestit
velmi mnoho Zddosti uzitnych sméfujicich k upotiebeni pfedmétti (na pi. raznych

tajnych prostiedk), jez ve skute¢nosti zadany piirastek blaha ptivoditi nemohou.

10. TytéZ podminky, na nichz visi vznik zddosti uzitnych, jsou rozhodny téz pro
dalsi trvani zadosti takovych. Pomine-li tedy ptislusna zadost blahocelna, na pi. tim,
Ze byla Gplné ukojena, nebo byla-li pozdéji zatlacena silnéjsi zadosti konkuryjici, nebo
zméni-li se usudek zadajiciho o spisobilosti upotifebovanych ukajedel, nemtze se
zadost k upottebeni jich smétujici déle udrzeti.

Zadosti k upotiebeni jistych ukajedel sméfujici mohou se také stati bezti¢innymi,
konkuruji-li s nimi silnéjsi zadosti k upottebeni tychz ukajedel celici nebo na touz

dobu ukojenim svym odkdzané.

11. Chceme-li néjakého ukajedla upottebiti, musime je diive miti ve svém drzeni.
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Tim rozumi se takovy mistni pomér ukajedla k potiebujicimu, ve kterém jeho za-
dost k upotiebeni tohoto ukajedla sméfujici, kdykoliv vznikne, bez pritahu mtze
byti ukojena. V tomto poméru nalezd se bez naseho pfic¢inéni jen velice mélo ukaje-
del, jako na pf. vzduch k dychani se hodici. Téméf vsecka ostatni ukajedla, aby jich
bylo mozno upotiebiti, musi dfive do zminéného poméru k pottebujicimu byti lid-
skou ¢innosti uvedena, ktera pfedpoklada zvlastni k tomu cili sméfujici zadosti, jez
mozno nazvati Zadostmi drzebnymi. Vzhledem k tomu, Ze drzeni, jehoZ jsme nabyli,
miZe nam pasobenim sil pfirodnich nebo ¢innosti jinych lidi zase byti odiato, smé-

fuji tyto zZadosti nejen k nabyti, nybrz také k zachovani drzeni.
12. Aby u nékoho vznikla zZadost drzebn4, jest tfeba, aby mél:

1. bud’ a) aktualnou Zadost uzitnou nebo b) tsudek, Ze bude miti budoucné tako-

vouto zadost;

2.a) ptinabyvacich Zaddostech drzebnych: usudek, Ze ukajedlo nenaléza se jiz nebo
nebude se v ¢as nalézati v drZeni osoby, ktera ho chce upotfebiti; b) pfi zachovacich
zadostech drzebnych: tsudek, Ze se drzeni ukajedla pozbude, ziistane-li pottebujici
necinnym;

3. usudek, Ze nabyti nebo zachovani drzeni ukajedla neni nemozné.

Ad 1. Ohledné 7adosti drzebnych, jez jsou vzbuzeny pfitomnymi zZadostmi uzit-
nymi, sta¢i poukazati na to, co jsme fekli v § 9. Zadost drzebna jistého ukajedla se
tykajici maze vsak byti vzbuzena i tehdy, nema-li doty¢na osoba jesté Zadné aktualné
zadosti uzitné k tomuto ukajedlu se odnasejici, jen kdyz ma bud jisty neb aspon do

jakési miry pravdépodobny usudek, Ze takovato zadost budoucné u ni vznikne.

Nestaci tedy pouha piedstava budouci zadosti uzitné, aby mohla v pfitomnosti
vzniknouti zadost drzebna, nybrz jest k tomu tieba zminéného jiz tsudku neb aspon,
byt i bez utvofeni si formalniho tsudku, chovaného ptesvédcéeni, ze uzitnd Zadost,
k jejiz ukojeni doty¢ného ukajedla se ma upotiebiti, budoucné nastane. Rovnéz neni
spravno minéni nékterych spisovateld, ktefi pokladaji pfitomny psychicky odraz bu-
douci Zadosti uzitné za predbézny cit.

Ad 2 a 3. Usudky nahote uvedené nemusi byti jisté, staci, jsou-li do jakéhosi stupné

pravdépodobné. Ma-li vak pottebujici plné piesvédceni, Ze se ukajedla, jichz ma byti
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upotiebeno, nalézaji nebo v ¢as budou nalézati v drzeni osoby, kterd jich ma upotie-
biti, nebo Ze ukajedla ta z drzeni této osoby nemohou byti vzata, nebo zZe vsecko
pfi¢inéni, aby drZeni jich nabyla, jest marno, nemutze zadost drzebnda k takovymto

ukajedlim se odnasejici vzniknouti.

Tychz podminek, na nichz zavisi vznik zadosti drzebnych, vyzaduje také dalsi jich
trvani. Stietne-li se nékolik zadosti drzebnych takovym sptisobem, Ze jen jedna z nich
muze byti ukojena, zatlaci nejsilnéjsi z nich ty, jez jsou slabsi.

13. Trojice Zadosti, o nichz v piedchazejicich odstavcich bylo pojednano, ma pro
védu hospodaiskou velmi zna¢nou diilezitost. Pravili jsme na pocatku této hlavy, ze
véda hospodarska zabyva se jistym druhem lidskych jednani a jejich vysledkt. Nyni
muiZeme se vyjadriti urcitéji a fici, Ze jednani, jimiz a jejichz vysledky se véda hospo-
darska zabyva, smétuji k nabyti a zachovani drzeni jistych ukajedel, jez se pokladaji za
nutné k ukojeni zadosti uzitnych. Véda hospodaiska nemitze se vsak spokojiti pouze
tim, aby tato jednani a jejich vysledky zjistovala, popisovala a klassifikovala, nybrz
ulohou jeji jest také, aby je vykladala, t. j. pric¢iny jejich zjistovala a na pokud mozna
nejmensi pocet pojmi a zakont je redukovala. Uloze této by vsak neucinila zadost,
kdyby se obmezila na poukazovani k tomu, Ze jedndni hospodaiska jsou vysledkem
jistého druhu onéch zadosti, které jsme nazvali drzebnymi, nybrz, je-li védou theo-
retickou, musi zodpovédéti také otazky, proc lidé chovaji se tak nestejné k riznym
castem télesného svéta je obklopujiciho, zadajice drzeni jednéch a druhych nikoli,
a pro¢ zadosti drzebné vici riznym statkim a u raznych osob, na rtiznych mistech
a v rtznych casich vii¢i tymz nebo stejnym statk@im co do sily své tak se lisi. Je-li
vsak védou praktickou, pak jest ji vyloziti a odtivodniti, kterych ¢asti télesného svéta
nas obklopujiciho drzeni mame Zadati a jakou silu tyto zadosti pii rtznych statcich,
u raznych osob, na raznych mistech a v rznych ¢asich maji miti, jinymi slovy, které
Zadosti drzebné jsou ucelné, rozumné, a jaka sila jejich jest ti¢elnd, rozumna.

Odpovédi tyto muze vsak véda hospodarska jen tehdy dati, jestlize si v§ima také
zadosti uzitnych, ponévadz existence a sila Zadosti drzebnych podminéna jest v prvni
fadé existenci a silou zadosti uzitnych.

14. Védouce, Ze kazda zadost uzitnd ma ptivod svijj v néjaké zadosti blahocelné,
muiizeme se domnivati, Ze véda hospodaiska, aby mohla dokonale vyloziti jednani
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hospodatskd, musi sahnouti zpét k zddostem blahoc¢elnym. Tato domnénka v$ak neni
spravna. Netvorit védéni lidské jedinou védu, nybrz se rozpada ve vétsi pocet jednotli-
vych disciplin, mezi nimiz zavedena jest jakdsi délba prace, i nasledkem kteréz nemusi
jednotlivé védy pric¢innou souvislost jev(i, kterymi se zabyvaji, stopovati az k posled-
nim pfi¢inam, nybrz mohou se zastaviti u jistych pfi¢in mezitimnich, které sice v
jinych védach dalsiho vykladu vyzaduji, pro né vsak jsou skute¢nostmi a veli¢inami
danymi.

Dale dluzno miti na mysli, Ze ke vzniku Zadosti uZitné nestaci pouze existence za-
dosti blahocelné, nybrz ze je k tomu také tfeba jesté tisudku, Ze jisty prostiedek jest
s to, aby sptsobil zménu, kterou se ona zZadost ukoji. Takovéto tisudky jsou vsak ddvno
a obecné uznavanou doménou véd technologickych, lékatskych a jinych podobnych
véd. Kdyby véda hospodafiska chtéla ve svych vykladech pii¢in jevii hospodaiskych
zachazeti az k zadostem blahocelnym, zmizela by hranice mezi ni a zminénymi veé-

dami praktickymi.

15. Pro védu hospodaiskou jsou tedy zadosti uzitné danymi skute¢nostmi a jejich
sily danymi veli¢inami. Vysetfovati, jaké zadosti blahocelné lidé maji, z jakych pficin
tyto zadosti vznikaji a jakou maji silu, a které pfedmeéty se hovi k jich ukojeni, nenalezi

védé hospodaiské, nybrz védam sousednim.

Jesté méné nezli zadosti blahocelné mohou tvofiti vychodisté védy hospodarské
city, jez tyto zadosti vybavuji a tudiz jesté o jednu stanici déle za nimi lezi. Pohra-
nic¢ni stanici, ve které véda hospodaiska od véd sousednich piejima vozidlo prace ba-
datelské jsou tedy zadosti uzitné. Na pojmu tomto zaklada se, jak snadno lze ukazati,
pojem statku, oba pojmy pak tvoii podstatny zdklad pojmt hospodafstvi a hodnoty
hospodaiské. Tak mozno tedy na pojmu Zadosti uzitné bud piimo, bud neptimo vy-
budovati v8ecky ostatni zdkladni pojmy védy hospodaiské, kdezto k definovani jeho
samého znalosti téchto ostatnich pojma tieba neni. Z té pric¢iny dluzno pojem Za-
dosti uzitné pokladati za prvni zakladni pojem védy hospodaiské nebo spravnéji za
nejdtlezitéjsi soucast tohoto pojmu.

16. Védomi lidské jest jak zndmo velmi azké. Jako mtizeme jen malo predmétt
najednou vnimati, jen malo véci najednou si pfedstaviti, tak mtizeme miti v téze chvili

jen maly pocet aktualnych Zadosti. AvSak smime-li o nékom fici, Ze néco v jisté chvili
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vi, byt i v této chvili doty¢ného usudku pravé neprondsel, ani nan nemyslil, jen kdyz
mad spusobilost (disposici) usudek ten pronésti, jakmile se pozornost jeho k podnétu
tohoto tsudku obrati, smime zajisté takeé tvrditi, Ze nékdo ma néjakou zadost ve chvili,
ve které si neni prislusné snahy ukojovaci védom, jen kdyz ma disposici, zadost tuto

si uvédomiti, jakmile se pozornost jeho k jejimu cili obrati.

Pro védu hospodaiskou maji takovéto disposice k zadostem stejny vyznam jako
aktualné zadosti a proto dluzno vedle zadosti blahoc¢elnych, uzitnych a drzebnych
piihlizeti také k disposicim k takovymto Zadostem. Slou¢ime-li pojem Zadosti uzitné
s pojmem disposice k takovéto zadosti, obdrzime onen pojem, jejz dluzno pokladati
za prvni zdkladni pojem védy hospodaiské a ktery budeme nazyvati potfebou uzit-
nou. Obdobnym sptisobem dospéjeme k pojmtm potieby blahocelné a potieby dr-
Zebné.

17. Vzhledem k ¢etnym vyznamtim slova potfeba v mluvé obecné bylo by ovsem
lépe, kdyby véda hospodarska vyrazu tohoto se vzdala. Dokud vSak osobou povola-
néjsi novy terminus nebude navrzen, dluzno miti na paméti, Ze pfi hotejsich pojmech
uzivano jest slova potieba bez ohledu na to, jaky vyznam ma v mluvé obecné, tak jako
by pro hofejsi pojmy schvalné bylo utvofeno, a Ze tudiz proti spravnosti téchto pojmu

nelze ¢initi namitky, Ze se pfi¢i dosavadnimu vyznamu slova potfeba v mluvé obecné.

Ponévadz nauka o potiebach tvofi podstatnou c¢ast nejen védy hospodaiské, ny-
brz i ¢etnych jinych véd, zejména ethiky a kulturnich déjin, jest pravdépodobno, Ze
pozdéji odloudi se od téchto véd jako véda samostatnd, pro niz by se hodil nazev chre-
onomie (od ypéog = potieba). Vzhledem k tomu miizeme dotéené tii pojmy potieby

nazvati chreonomickymi.

18. Mnohé zadosti blahocelné i uzitné maji tu zvlastnost, ze byly-li jednou uko-
jeny, nepominou naprosto, nybrz Ze se po néjakém case zase vraceji; pti nékterych
zadostech, jako na pt. pfi zadosti jisti opakuje se toto stfidani zadosti s ukojenim po
cely Zivot. Je tedy tieba rozliSovati mezi jednim pritbéhem potieby blahocelné a uzitné
trvajicim od té chvile, kdy vstoupi na védomi, az do toho okamziku, kdy nasledkem
ukojeni nebo z jiné pri¢iny nejen jako aktualna zadost, nybrz i jako disposice k zadosti
z védomi vymizi, a pak mezi souhrnem vsech téchto prabéhi v jisté dobé. Pro prvni

pojem hodi se ndzev prijev potieby, pro druhy potieba blahoc¢elna nebo uzitna nebo
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drzebna v uzsim slova smyslu. Béhem kazdého prijevu prodélava potieba razna sta-
dia lisici se od sebe riznou silou snahy ukojovaci. Tato stadia mozno nazvati fasemi
potiebovymi. Zndzornime-li si jednotlivy priijev potieby lomenou ¢arou, odpovidaji
jednotlivym fasim jednotlivé ptimky, z nichz se tato ¢dra sklada. Ponévadz zvlastni
dtlezitost pro védu hospodaiskou maji fase za ukojovaciho aktu se vyskytujici, ozna-
¢ime je zvlastnim jménem, totiz fase ukojové. Prijev potieby a fase potfebova jsou

tedy obdobné pojmy jak kyv a fase kyvova pfi kyvadle.

Shrneme-li uzitné potieby rtznych lidi téhoz druhu statkd, na pt. chleba, se ty-
kajici v jeden pojem, obdrzime pojem druhu potfeb uzitnych; obdobnym sptisobem

muzeme dojiti také pojma druhu potieb blahocelnych a drzebnych.

Shrneme-li pak uzitné potieby rtznych lidi k témuz rodu statkd, na pf. potravi-
nam se odnasejici, povstane pojem rodu potfeb uzitnych, jemuz jsou obdobny pojmy
rodu potfeb blahocelnych a drzebnych.

19. V piedchdzejicich odstavcich poznali jsme tedy osm rtiznych pojm1, jeZ v obec-
né mluvé a dosud zpravidla také ve védé hospodaiské oznacovany jsou tymz nazvem
potieba, a to tii soufadné: potieba blahocelnd, uzitna a drzebnd, a pét sobé nadradé-
fase potiebovd, prijev potieby, potieba v uzsim slova smyslu, druh potieb a rod po-
tieb. Jest zajisté v zajmu dalsiho pokroku védy hospodaiské, aby si rozdily mezi témito
riznymi pojmy nalezité uvédomila a uzivajic pro né rtiznych termint vzdy bedlivé jich

Setfila.

3 Potieby ipsilné, alterilné a mutualné

20. City nase nesignalisuji ndm positivny ¢i negativny rdz pouze vlastnich objektiv-
nych stavi blahotnych, nybrz také obdobnych stavii osob jinych, na pf. nasich ditek,
rodi¢d, manzeld, sourozenct a p. V tomto druhém piipadé mozno je nazvati alteril-
nymi, kdezto jinak pfislusi jim nazev citav ipsilnych. Uvédomime-li si, Ze nékdo trpi
bolest, vznikne velmi ¢asto i v nés cit neliby (soucit); podobné, avak fid¢eji, poné-

vadz je malo lidi prostych vsi zavisti, vyvola poznani, Ze nékdo ma cit liby, i v nas cit
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liby. Oboje tyto city dluzno pocitati k subjektivhym staviim blahotnym; jsou to vSak

stavy indukované na rozdil od stavii originarnych, o nichz v § 6. byla fec.

21. Na zdkladé toho, co bylo povédéno o mechanismu nasi viile, mizeme usou-
diti, Ze také uskute¢néni neb odvraceni indukovanych stavti blahotnych byva cilem
zadosti blahocelnych. Ponévadz pak ukojeni takovychto zadosti miva v zapéti usku-
te¢néni prirtstku neb odvraceni ubytku objektivného nebo subjektivného blaha ji-
nych, od zadajiciho rozdilnych osob, mozno je nazvati alterilnymi, kdezto zadosti

v § 7. zminéné budeme nazyvati ipsilnymi.

22. Nazvlv altruistické a egoistické city a zadosti vystifhame se proto, Ze maji
mravni zabarveni; minit se egoismem takovy smér viile, ktery vlastnim zddostem ob-
jektivné méné dalezitym dava prednost pred Zadostmi cizimi objektivné daleko dile-
méné dalezitym zadostem dava piednost pred vlastnimi zZadostmi. Pojmy tyto vzta-
huji se tedy na poméry sil dvou zZadosti, kdezto my potfebujeme terminu k oznaceni

sméru jednotlivych zadosti.

23. Neztidka vyskytuje se ptipad, Ze pro jistou osobu A neni uskute¢néni piirtstku
vlastniho blaha bud viibec nebo ne tak dokonale nebo ne tak levné mozno, jako kdyz
uskute¢ni se zaroven prirtistek bud subjektivného bud objektivného blaha jedné nebo
nékolika jinych osob M, N, O atd. Tak na pf. se stava, Ze ochrany pozemki jisté osoby
A od povodni nemuiZe byti dosazeno jinak nezli vystavénim hrdze, kterou se zabrani
pristup vodé také na pozemky osob M, N, O atd. Chce-li tedy A dojiti zddaného pfti-
rtstku blaha pro sebe, musi zadat uskute¢néni podobného prirtistku blaha také pro
osoby M, N, O atd. Takovéto blahocelné zadosti nazyvaji se vzdjemnymi nebo mutu-
alnymi.

24. Kombinaci téchto zadosti s disposicemi k nim obdrzime pojmy ipsilnych, al-
terilnych a mutualnych potfeb.

Také zadosti a potfeby uzitné mozno déliti v ipsilné, alterilné a mutualné dle toho,

do které z téchto kategorii nalezeji Zadosti nebo potieby blahocelné, jimiz jsou vzbu-

zeny.

Zada-li nékdo, aby drzeni né&jakého ukajedla nabyl nebo je zachoval sam pro sebe,

jest to ipsilna; je-li cilem jeho Zadosti, aby drZeni takové nabyl nebo zachoval nékdo
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jiny, jest to alterilnd, a je-li poslednéjsi zadost podminkou splnéni zadosti prvnéjsi,
jest to mutualna zadost drzebnd. Obdobnym spiisobem obdrzime pojmy ipsilna, al-

terilnd a mutualna potfeba drzebna.

4 Potfeby individualné a kollektivné

25. Spole¢nost lidska sklada se jak zndmo, z velikého poctu vselijakych skupin, z nichz
kazdou tvorti vétsi ¢i mensi pocet individui bud’ soucasné, bud po sobé Zijicich. Mezi
témito skupinami zasluhuji zvlastni pozornosti ony, jejichz prislusnikiim spole¢ny
jest jisty, podstatnou ¢ast jejich osobnosti tvotici ptiznak (narodnost, vyznani, po-
volani a p.), nasledkem ¢ehoz jest mezi nimi takovy vztah, Ze jisté subjektivné neb
objektivné stavy blahotné, v nichz nalézaji se jedni z nich, signalisovany jsou také dru-
hym, pokud onoho spole¢ného piiznaku jsou si védomi. To déje se prostiednictvim
citd, jez na rozdil od citd osobitych ¢ili individualnych, o nichz v ptredchozich dvou
hlavach bylo jednano, mohou byti nazyvany pospolitymi ¢ili kollektivnymi. Doznaji-
li na pft. jednotlivi pfislusnici nékteré narodnosti nebo konfesse pfi osvédcovani své
narodnosti nebo konfesse nebo k viili své ptislusnosti k ni néjakého piikofi neb Gjmy;,
ozve se také u ostatnich krajant nebo spoluvércti cit neliby. Cit tento mivaji doty¢né
osoby jen, pokud se povazuji za prislusniky téZe narodnosti nebo konfesse (pokud se,
jak se fika, jimi ,citi“). Jakmile by jimi byti pfestali, neobjevil by se vice, ba mohl by

se objevovati u nich pfi stejnych ptilezitostech dokonce cit opacny.

26. Jaky ptiznak musi byti pfislusnikiim takovychto skupin spolec¢ny, to zjistovati
neni tlohou védy hospodarské. Proto se mizeme zde obmeziti na konstatovani sku-
te¢nosti, Ze skupiny takové jsou. Skupiny tyto maji v mluvé obecné i védecké rtizna
jména; abychom mohli pro vSecky stejného nazvu uzivati, budeme jmenovati je po-
spolitostmi nebo kollektivitami.

27. Jako city individualné tak i city kollektivné zdaji se miti dvoji teleologické ur-
¢eni: jednak umozniti nam rozeznavani positivného a negativného razu objektivnych
stavll blahotnych, v nichzZ se ty které kollektivity nalézaji, za druhé pak vybavovati

instinktivné a umyslné ¢innosti sméfujici k tomu, aby aktualné stavy kollektivit na
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objektivné stupnici blahotné niZe stojici byly nahrazeny stavy na této stupnici vyse
stojicimi. Jsout také mezi stavy a poméry, v nichZ nalézaji se ¢lenové jistych kollek-
tivit v této své vlastnosti, nejen takové, jez napomahaji k zachovani a rozvoji, nybrz
i takové, které maji v zapéti oslabeni a zniceni Zivota veskerenstva ¢lent k té které
kollektivité piislusejicich. Mizeme tedy dle obdoby § 3. stavy prvéjsi nazyvati posi-
tivnymi, poslednéjsi pak negativhymi kollektivnymi stavy blahotnymi.

28. Na otazku, jaky jest rozdil mezi kollektivnymi a individualnymi objektivnhymi
stavy blahotnymi, netroufam si dati Gplné uspokojujici odpovédi vSeobecné. Chci se
vSak pokusiti, rozdil tento na zvlastnim piipadé objasniti. Ve veskerém zivocisstvu pa-
nuje, jak znamo, vice nebo méné urputny boj o zivot. Takovyto boj spatiujeme také
mezi pfislusniky rtznych lidskych kollektivit. Vitézstvi v tomto zapase kyne zpravi-
dla ptislusnikim oné kollektivity, ktefi jej vedou spole¢né a maji k ucelu tomu 1épe
prisptisobenou organisaci. Jednotliva individua, jejichz blaho pravé pro jejich ptislus-
nost k jisté kollektivité jest ohrozovano, mivaji tedy tim vétsi vyhlidku, Ze se vyhnou
hrozici jim ujmé, ¢im vétsi moc muze veskerenstvo ¢lend oné kollektivity rozvinouti.
Vse, ¢imkoli se tedy zvySuje moc veskerenstva ¢lent néjaké kollektivity, ma stejny
vyznam jako rozmnozeni vlastniho blaha kazdého ¢lena této kollektivity a naopak
vse, ¢cimkoli se ona moc veskerenstva ztencuje, znamenad tolik jako ztenceni vlastniho
blaha jednotlivych ¢lent, pokud toto blaho jest podminéno pfislusnosti k oné kollek-
tivité. Vzhledem k tomu mozno pokladati za positivny kollektivny stav blahotny, je-li
ta ktera kollektivita dobte organisovana a disciplinovana, sklada-li se z velikého poc¢tu
¢lend a je-li kazdy ¢len o sobé silny, kdezto poméry opa¢né dluzno miti za negativny

kollektivny stav blahotny.

29. Na vuli nasi maji objektivné blahotné stavy kollektivné tak malo vlivu jako
individualné. Pfimym cilem Zadosti nasich byva uskute¢néni kollektivnych citd li-
bych a odstranéni neb odvraceni kollektivnych citt nelibych, které jsou subjektivnymi
korrelaty piislusnych objektivnych kollektivnych stavii blahotnych. Vzhledem k tomu
mozno kollektivné city nazvati také subjektivnymi kollektivnymi stavy blahotnymi, a
to bud possitivhymi nebo negativnymi.

30. Kollektivné stavy blahotné jsou bez odporu stavy jednotlivych ¢lent té které
kollektivity, ponévadz mimo tyto neni zadné jiné bytosti, jiZ by se takové stavy mohly

pripisovati a kterda by méla védomi, jimz by je mohla cititi; pies to vsak nelze jich
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pokladati za blahotné stavy individualné, ponévadz osoby, které jsou piislusniky té
které kollektivity, nemaji a neuvédomuji si stavli téch jako individua, nybrz pouze
jako ptislusnici oné kollektivity; nebot jakmile ptestanou byti ¢leny oné kollektivity,
ony stavy blahotné se na né vice nevztahuji a také jim je city jejich vice nesignalisuji.
Nesmit nas uvésti v omyl véda pravnicka, kterd v kollektivitach spatfuje samostatné
osobnosti, t. zv. pravnické osoby, nebot tyto jsou pouhymi fikcemi, pro néz mimo obor
védy pravnické neni zadného mista. Vzdyt kazda samostatnd osobnost predpoklada

samostatné védomi, jakého kollektivity bez odporu nemaji.

31. Zadosti, jejichz p¥imym cilem jest uskute¢néni kollektivnych cit@ libych neb
odstranéni kollektivnych citi nelibych, jmenuji se kollektivné zadosti blahocelné.
Také tyto zadosti jsou Zadostmi onéch individui, z nichz se ta ktera kollektivita sklada,
ponévadZz mimo né neni zadné bytosti védomim obdafené, v niZ by mohly vznik-
nouti. Mohla by tedy povstati domnénka, Ze kollektivnych zadosti viibec ani neni;
nez nazor tento byl by nespravny, ponévadz ony osoby, jez si zadosti takové uveé-
domuji, nemaji jich jako individua, nybrz jako ¢lenové té které kollektivity; tedy ni-
koli nasledkem svych citt individualnych, nybrz nasledkem citt kollektivnych. Neni
tfeba, aby vSichni ¢lenové jisté kollektivity méli city a zadosti takové; staci, je-li tomu
tak u onéch ¢lent, jejichz vile repraesentuje viili kollektivhou. Ostatni ¢lenové mo-
hou k témto zZadostem byti donuceni, coz jest uplné na misté, jestlize jim nasledkem
nespravné jich vlohy citové positivny nebo negativny raz objektivnych stavi blahot-
nych vlastni kollektivity nevhodné jest signalisovan. Jako jednotlivé osoby tak mohou
i kollektivity povériti jiné osoby, a to i takové, jeZ nejsou jejich ¢leny, tim, aby za né

jisté zadosti kollektivné si uvédomovaly a jim prtachod sjednavaly.

32. V pudech a Zadostech vybavovanych city kollektivhymi dluzno spatfovati onu
psychickou silu soudrznou, ktera udrzuje kollektivity jako zvlastni, od jinych indivi-
dui a skupin lidskych se odlisujici titvary a které dluzno pficitati, ze kollektivity jako
na pf. stat, obec, cirkev, narod a p., nejsou jen logickymi pojmy druhovymi, pouhymi
abstrakty, nybrz jevy realnymi, jakymsi druhem nadindividualnych organisma, vidi
nimz jsou jednotlivi ¢lenové jejich v podobném pomeéru, jako jednotlivé buriky vici

celkovému organismu individua.

33. Spojenim pojmi kollektivné zadosti blahocelné a disposice k takovéto zadosti

obdrzime vyssi pojem kollektivné potieby blahocelné.
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Obdobnym sptisobem, jakym jsme v §§ 8. a nasl. dospéli pojmu uzitné a drzebné
zadosti a potteby individualné, dodélame se pojmi uzitné a drzebné zadosti a potieby

kollektivné.

Vsecky tyto kollektivné zZadosti a potfeby mtizeme déliti zase v ipsilné, alterilné a

mutualné.

34. Velmi cetné jsou kombinace potteb kollektivnych s individualnymi, z nichz
mnohé pro védu hospodaiskou, zvlasté pak pro védu finan¢ni maji veliky vyznam.
Jestlize na pf. odpadkové vody néjaké tovarny znecistuji potok takovou mérou, ze
sousedé jeho smrdutymi vypary z ného vychdzejicimi zna¢né jsou obtézovani, dluzno
stav tento povazovati za negativny stav blahotny téchto osob, jehoz uvédoméni vzbudi
v nich blahocelnou potitebu sméfujici k jeho odstranéni. Tyka-li se takovato nepii-
stojnost jen nepatrné casti ¢lend jisté kollektivity, dluzno ji pokladati za individu-
alny negativny stav blahotny doty¢nych ¢lenti. Je-li vSak pocet ¢lenti, ktefi takovouto
nepfistojnosti jsou postizeni, tak veliky, Ze tim moc a zdar veskerenstva ¢leni jsou
znacné oslabeny neb ohrozeny, pfistoupi k negativnhym blahotnym staviim individu-
alnym postizenych ¢lent kollektivity jesté negativny blahotny stav kollektivny veske-
renstva ¢lent a odstranéni tohoto stavu jest cilem blahocelné potieby kollektivné, jez
dochazi vyrazu v zakon nafizujicim tovarnik@im, by si opatfili zafizeni, jimz se od-
padkové vody pied vpusténim do potoka nalezité vycisti. Nasledkem této kollektivné
potieby nepiestanou ony individualné potteby existovati, nybrz kollektivna potieba
vznikne vedle nich a proto je mozno nazvati ji kollektivhou pottebou akcessorni.

35. V uvedeném piikladé patii individualné potifeby ptivodni do kategorie potieb
ipsilnych. Mohou vsak nalezeti také mezi potifeby alterilné nebo mutualné. Péce o ne-
manzelské ditky na pf. jest v prvni fadé alterilnou individualnou potfebou téch kte-
rych nemanzelskych matek. Byl-li vS8ak vydan zdkon, kterym se uklada alimentac¢ni
povinnost nemanzelskému otci, jest zdkon tento projevem kollektivné potieby akces-
sorni, pojici se k oném individualnym potfebam alterilnym. Jsou-li pozemky vétsiho
poctu majiteld vydany ¢astéji se opakujicim povodnim, jest potieba jejich, odstraniti
tento negativny stav blahotny, v prvni fadé mutualnou potfebou individualnou onéch
majiteld. Vyda-li se vSak zdkon, ktery donucuje mensinu, aby se podrobila usneseni
vétsiny, sméfujicimu k vystavéni ochranné hraze, svédc¢i to o tom, Ze kollektivita, jejiz

organové tento zakon vydali, povazuje stav majitel pozemkt ohrozovanych povod-
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némi spolu za negativny blahotny stav kollektivny, nasledkem ¢ehoz piistupuje k in-
dividudlnym mutualnym potifebam majitel pozemk akcessorni potieba oné kollek-
tivity, jejiz jsou Cleny.

36.V ptikladech dosud uvedenych jsou kollektivné potieby v prvni fadé potfebami
blahocelnymi. Je-li vSak tfeba, aby ufad spravni proti neposlusnym nebo liknavym
tovarnikdim nastoupil exekuci sméfujici k vynuceni predepsanych zatizeni, predchazi
takovémuto vykonu potteba, uziti prislusnych praci afednich a upotfebiti ptihodnych

statkt. Tato potieba akcessorni jest tedy kollektivhou potiebou uzitnou.

Nemaji-li dfady statkd ku provedeni exekuce takové nutnych (na pi. materialii
na Cistici zatizeni, jeZ se exeku¢né na ucet neposlusnych tovarnik provedou), pod-
minéno jest ukojeni potieby vySe jmenované ukojenim kollektivné potieby drzebné,

ktera jest taktéz jen potfebou akcesorni.

Cinnost kollektivnych organt, jez vznika nsledkem dosud uvedenych potteb kol-

lektivnych, nazval Sax ¢innosti regulujici, kterd jest bud’ branici, bud pofadajici.

37. Kdezto v ptipadech, o nichz dosud byla fe¢, akcessorni potieby kollektivné
jen vyjimec¢né jsou potifebami uzitnymi nebo drzebnymi, totiz jen tehdy, kdyz pted-
pisy, v nichz potifeby blahocelné nalézaji vyrazu, nebyly splnény, jest celd fada jinych
pfipadd, kde jest od prvopocatku jisto, Ze k ukojeni akcessorni blahocelné potteby
kollektivné bude tfeba také kollektivné potieby uzitné. Tak na pt. bylo by o blaho
velikého poc¢tu nemanzelskych ditek velmi Spatné postarano, jestlize by se stat ob-
mezil na vydani zdkona nahote dotéeného. Proto za na$ich ¢ast zfizuji staty nebo
télesa samospravna ustavy k vychovavani déti nemanzelskych; takovymto rozhod-
nutim musila v8ak pfedchdzeti kollektivnd potfeba uzitnd, sméfujici k uziti vykont
prislusnych ztizenci statnich nebo samospravnych a k upottebeni prislusnych statkt
(budov, nabytku, potravin a p.). K ukojeni této potieby je vSak zase tieba kollektivné

potieby drzebné, smétujici k nabyti a zachovani drzeni onéch vykon a statkd.

38. Potfeba obyvatel néjakého mésta, nabyti drzeni dostate¢ného mnozstvi zdra-
vé vody pitné jest zajisté v prvni fadé individualnou potiebou drzebnou. Je-li dostatek
zdravé vody studni¢né nebo najde-li se soukromy podnikatel, ktery by zfidil vodovod
a dodaval obyvatelim mésta zdravou pitnou vodu za slu$ny peniz, nemd obec s touto

potiebou nic ¢initi. Je-1i v§ak studni¢na voda infikovdna a nenalezne-li se takovy sou-
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kromy podnikatel, nastane vzhledem k tomu, Ze piti infikované vody sptisobuje na-
kazlivé nemoci, které dluzno pokladati za negativny kollektivny stav blahotny, blaho-
¢elna akcessorni potteba kollektivnd, jejiz cilem jest odstranéni tohoto negativného
stavu. Potiebu tu lze ukojiti zfizenim vodovodu na obecni naklad, jez musi predcha-
zeti kollektivna potteba drzebnd, sméfujici k nabyti drzeni dostate¢ného mnozstvi
zdravé pitné vody obci k tomu konci, aby mohla obyvatelim mésta byti pfenecha-

vana.

39. Kdezto tedy v tomto piipadé kollektivna potteba v popiedi stojici jest potieb-
nou drzebnou, jevi se v pfipadé v § 37. uvedeném kollektivna potfeba toto misto za-
ujimajici potfebou uzitnou. Rozdil tento vysvétluje se tim, Ze v tomto piipadé uko-
jeni kollektivné potieby blahocelné jest jiz tim zabezpeceno, daji-li organové kollek-
tivni obyvatelim mésta prilezitost, nabyti drzeni dostate¢ného mnozstvi zdravé pitné
vody, kdezZto v pripad€, o némz dfive byla fe¢, zadaného blahotného stavu nemanzel-
skych déti, ktery se jevi byti spolu blahotnym stavem kollektivhym, nebylo by dosa-
zeno, kdyby se ditkdm tém, pokud se tyce jejich matkdam, dalo na vtli zda-li a jak
maji ustavll pro né zfizenych uzivati. V takovychto pfipadech musi kollektivita také
provadéni uzivani svéfiti vlastnim organtim, musi tedy miti také pfislusné potieby
uzitné.

40. Uzitné a drzebné potieby kollektivné, o nichz v poslednich dvou paragrafech
bylo jedndno, davaji vznik oné ¢innosti organi kollektivnych, kterou Sax nazval pfi-
mou ¢innosti vlastni. Cinnost tato jest pouze tehdy na misté, kdyZ piirtstky blaha
kollektivného, jejichz uskutec¢néni, a ubytky blaha kollektivného, jejichz odvraceni
jest cilem potieb kollektivnych, ¢innosti regulujici nemohou byti uskute¢nény, pokud
se tyCe odvraceny, bud Ze piikazy a tresty nejevi se dosti i¢innymi, aby individualné
potieby ¢lent kollektivity uvedly v soulad s potfebami kollektivnymi, nebo Ze télesné,
dusevni nebo hospodaiské sily ¢lenti kollektivity nesta¢i na vykony, jichz k ukojeni

kollektivnych potieb jest tieba.

41. Tato pfima vlastni ¢innost organt kollektivnych déje se bud vefejnymi pod-
niky nebo vefejnymi tstavy; a sice mozno o vefejném podniku tehdy mluviti, kdyz
kollektivné potieby v poptedi stojici, k jichZ ukojeni maji slouziti, jsou potfebami
drzebnymi, o vefejném ustavu pak tehdy, kdyz potieby ty jsou potiebami uzitnymi.

Touto vétou jest, jak se domnivam, rozdil mezi podnikem a ustavem vefejnym mno-
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hem piesnéji a jasnéji vyloZen, nezli se to podaftilo jinym spisovatelim ndrodohospo-
darskym, ktefi si rozdil mezi kollektivhymi potfebami uzitnymi a drzebnymi neuveé-

domili.

42. S kombinacemi potieb individualnych a kollektivnych, jez jsme pravé pro-
jednali, nesmime smésovati takové pripady, ve kterych jedno a téz ukajedlo slouzi
k ukojeni potteb i individualnych i kollektivnych, jez v§ak spolu jinak nemaji nic spo-
le¢ného. V takovych pripadech dluzno mluviti o konkurenci potieb individualnych
a kollektivnych. Piikladem takovéto konkurence jsou na pt. Zeleznice, které slouzi
nejen k dopravé osob a statkd soukromych, tedy k ukojeni potfeb individualnych, ny-

brz téz k dopravé vojska a materialu vdle¢ného, tedy k ukojeni potieb kollektivnych.

5 Néktera dalsi rozdéleni potieb

43. Poznavse v predchazejicich dvou hlavach dvoje rozdéleni potieb, chceme v této
hlavé z onéch 27 dalsich rozdéleni, jez obsahuje pata kapitola spisu na poc¢atku zmi-
néného uvésti co nejstrucnéji jen ona, jez pro védu hospodaiskou hraji nejvétsi dile-

zitost.

a) Ponévadz véda hospodaiska zabyva se toliko potfebami hospodaiskymi, jest
nejprve vytknouti rozdil mezi nimi a potfebami nehospodaiskymi. K definovani ono-
ho pojmu jest vsak tfeba znati pojmy hospodaftstvi a hospodaiského statku, jichz vy-
Setfovani nebylo ukolem dot¢eného spisu. Proto musime pfestati na vété, Ze hospo-
darské potieby drzebné jsou takové, jejichz pfimym cilem jest nabyti nebo zachovani
drzeni, hospodaiské potfeby uzitné pak takové, jejichz ptimym cilem jest upotiebeni
hospodafiskych statka. Ostatni potfeby dluzno pokladati za nehospodaiské, s nimiz

véda hospodaiska nema co ¢initi.

b) Blahocelné potteby, jejichz cilem jest uskute¢néni prirtstku neb odvraceni
ubytku objektivného blaha, mozno nazvati objektivnymi; ty pak, jejichz ukojenim do-
cili se pouze uskute¢néni prirtastku neb odvraceni ubytku blaha subjektivného, jsou

potiebami subjektivnymi.
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Je-li tsudek o spiisobilosti ukajedel, jejichZ upotiebeni jest pfimym cilem potieby
uzitné, objektivné pravdivy, nazyvame potiebu takovou spravnou, je-li vSak usudek

ten jen subjektivné pravdivy, nazyvame ji nespravnou.

Spravné potteby uzitné vzbuzené objektivnymi potfebami blaho¢elnymi nazyvaji

se v obecné mluvé potfebami pravymi, ostatni pak potfebami domnélymi.

¢) Potteby blahocelné jsou positivné, jestlize pfimym cilem jejich jest uskute¢néni
prirGstku blaha, negativné pak, jestlize pfimym cilem jejich jest odvraceni ubytku
blaha.

Obdobné mozno rozliSovati mezi uzitnymi potfebami positivnymi, jejichz
piimym cilem jest upotitebeni néjakého ukajedla, a negativnymi, které se jevi byti
odporem proti upotiebeni néjakého ukajedla, ponévadz vedle uc¢inka piijemnych ma
také acinky nepftijemné.

Také potieby drzebné mohou byti positivné a negativné. Do této posledni katego-
rie nepocitame vSak odpor proti pozbyti drzeni statku B, jehoZz dani jest podminkou
nabyti statku A, nebot odpor tento jest v pravdé zachovaci potiebou drzebnou, ny-
brz na pi. odpor proti drzeni statku ukradeného nebo proti namaze, jiz nabyti nebo

zachovani drzeni statku néjakého vyzaduje.

d) Cilem jedné potteby blahocelné nebyva vzdy uskute¢néni jen jednoho pfti-
rastku neb odvraceni jen jednoho ubytku blaha, nybrz velmi ¢asté jsou ptipady, Ze Za-
dame uskute¢néni nékolika prirtistkd neb odvraceni nékolika abytki blaha najednou,
na pi. kdyz tc¢inky takové ptivodi se soucasné upotfebenim téhoz ukajedla. Vzhledem
k tomu mozno jak potfeby blahocelné tak i uzitné déliti v jednoduché a slozité. Pii
posléze jmenovanych potiebach byva pak jedna potiebou hlavni, kdezto ostatni jsou

potiebami vedlejsimi.

Od uzitnych potteb slozitych, jejichz cilem jest upotiebeni ukajedel tvoiicich jed-
notny celek, jehoz ¢asti o sobé nemohou byti pfedmétem zvlastnich potieb uzitnych,
lisiti dluzno uzitné potfeby komplementarné, jez odnaseji se kazda k jinému uka-
jedlu, jestlize potteby tyto tvori dohromady jakysi celek proto, Ze jejich soucasné nebo

v kratkych prestavkach po sobé provedené ukojeni zZada se s vétsi intensitou, nezli jest

soucet intensit, které maji zadosti ty, jsou-li kazda zvlasté ukojovany.
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Také mezi potfebami drzebnymi mozno vedle jednoduchych liiti potieby slo-
zité, které se odndseji k nékolika statkiim, jejichZ drzeni se soucasné nabyva, na pf.
pii vyrobé obili a slamy, mouky a otrub a p., a potfeby komplementarné, které vzni-
kaji z obdobnych potieb uzitnych, jako jsou na pt. potteby odnasejici se k vyrobnim
¢initelim téhoz statku.

e) Vzhledem k rtiznosti u¢inkav akt@v ukojnych mozno déliti blahocelné i uzitné
potieby v potieby bolesti vzbuzené a v potieby za libosti sméfujici; u prvnéjsich zalezi
totiz uc¢inek aktu ukojného v tom, Ze popudy jim sptsobené paralysuji popudy, jimiz
potieba byla vzbuzena, kdeZto pfi potfebach druhé kategorie popudy v aktu tkoj-
ném se jevici a ty, jimiz, resp. jejichz predstavou potieba byla vzbuzena, jsou totozny.
Potieby, z potieb oboji kategorie slozené, slovou potfebami smiSenymi.

f) Cinnost, jiz jest tieba, aby hospodaiska potieba byla ukojena, t. j. aby uka-
jedlo ze svého piirozeného poméru mistniho uvedeno bylo v onen pomér, jejz mozno
nazvati drzenim k upotfebeni pohotovym, neprovadi se zpravidla uno tractu, nybrz
v nékolika stadiich. V kazdém z téchto stadii naléza se sice doty¢né ukajedlo v drzeni
té které osoby, ale kazdé z téchto drzeni ma takfka jiny stupen zralosti. Nazveme-li
onen stupen drzeni, ve kterém konc¢i hospodaiska ¢innost a zac¢ina ¢innost spotiebni,
hospodafskym drzenim prvého fddu, mozno potieby drzebné, jejichz pfimym cilem
jest nabyti nebo zachovani takovéhoto drzeni, nazvati hospodatskymi potfebami dr-
zebnymi prvého fadu. Podobné miiZzeme nazvati stadium, lezici bezprostfedné pred
drZenim prvého fadu, hospodaiskym drzenim druhého fadu a potieby sméiujici k na-
byti nebo zachovani tohoto drzeni hospodarskymi potfebami drzebnymi druhého
fadu. Obdobnym sptisobem dospéjeme k hospodaiskym potiebam drzebnym tfetiho,
¢tvrtého fadu atd. VSecky tyto potieby vyjimaje potieby prvého fddu mozno shrnouti
pod spole¢ny nazev hospodaiskych potieb drzebnych vzdalenéjsich radda.

Také uzitné potieby mozno déliti podle rad.

g) Je-li néjaka osoba B, jsouc v drzeni jistého statku, pravné zavazana, tento statek
na pozadani jiné osoby A uvésti v drzeni této osoby a je-li tu jakasi pravdépodobnost,
Ze B tomuto zavazku dostoji, mozno také osobé A pficitati drzeni tohoto statku, jez
na rozdil od onoho spiisobu drzeni, 0 némz dosud bylo jednano, (drZeni piimého),

mozno nazvati drzenim nepfimym. Vzhledem k tomu mozno také potieby drzebné,
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podle toho, zdali bezprostfednim cilem jejich jest nabyti resp. zachovani ptimého ¢i

nepiimého drzeni, nazvati pfimymi nebo nepfimymi potfebami drzebnymi.

h) Potieby uzitné, jichz si kdo v té chvili, kdy sestavuje hospodaiskou rozvahu,
jako aktualnych z4ddosti nebo jako disposici k takovymto Zadostem (§ 10.) jest vé-
dom, sluji pfitomnymi. Ony potieby uzitné o nichz v této chvili ma za to, Ze mu v bu-
doucnosti jisté nebo pravdépodobné nastanou, nasledkem ¢ehoz v ném v ptitomnosti
vzniknou potieby drzebné, jsou potfebami budoucimi ve smyslu védy hospodaiské.
Uzil-li nékdo k ukojeni potieb uzitnych v dobé minulé statkd tvérem opatienych a
ma-li v dobé pfitomné potteby drzebné, smétujici k nabyti drzeni takovychto statkd,

aby je mohl oplatiti, fikdame, Ze ma minulou potiebu.

i) Rozdéleni potieb v kollektivné a individualné jest ptibuzno rozdéleni v potieby
vefejné a soukromé, pii némz zdlezi na tom, zdali ty které potieby ukojuji korpo-
race vefejnopravni, k obstaravani ukona vladnich povolané, ¢i osoby jednotlivé nebo

spolecnosti a korporace soukromého prava.

j) S rozdélenim onim nesmi byti smésovano rozdéleni potieb ve spole¢né a oddé-
lené. Oboje jsou stejné potieby rtiznych osob, z nichz prvni se v§ak ukojuji spole¢nym

aktem ukojnym.

k) Také dluzno od onoho rozdéleni rozeznavati rozdéleni potieb ve spolecenské
a nespolecenské. Jsout oboje potfebami individualnymi, z nichZ prvni se vyskytuji

pouze u osob ve spole¢nosti, druhé pak u osob osamocené Zijicich.

1) Vzhledem k tomu, Ze v pojmu potieby obsaZeny jsou nejen aktualné zadosti,
nybrz téz disposice k takovymto zZadostem, mozno potieby blahocelné i uzitné i dr-

zebné déliti v potfeby aktualné a v potteby dispositionalné nebo potentialné.

m) Stetnou-li se dvé potieby uZitné, jeZ obé vyZzaduji ke svému ukojeni téhoz
ukajedla, mtiZe jen jedna z nich, totiz ta silnéjsi, byti ukojena. Zatlacena potieba ne-
vymizi vSak ihned naprosto z védomi, nybrz naskytne-li se do jisté doby moznost
jejiho ukojeni, zjedna si ihned priichodu. Takovéto na cas zatlacené potieby nazy-
vame latentnimi, ty pak, jeZ se projevuji v jednanich hospodaiskych nebo spotieb-

nich, effektivhymi.

n) Potieby skladajici se z nékolika prijevi, k jichz podstaté tudiz nalezi, ze kdy-



78 New Perspectives on Political Economy

koli jeden prujev jejich jest ukojen, po jistém case zase novym prijevem na védomi
vstupuji, sluji periodickymi, ty pak, jez skladaji se jen z jediného prijevu, tak ze, kdyz

tento byl ukojen, vice se neozvou, nazyvame neperiodickymi.

o) Nékteré prijevy potieb mohou byti po kousku ukojovany. Mam-li na pi. hlad,
nejsem vazan alternativou, bud se tplné nasytiti nebo ztstati docela hladovym, ny-
brz mohu pozitim mensiho mnozstvi jidla hlad sviij jen z ¢asti ukojiti. Potfeby tohoto
druhu nazyvaji se dilnymi, kdezto ty, které takovéhoto ukojovani po kouscich nepii-
poustéji, sluji nedilnymi.

p) Absolutné potteby individualné jsou takové prijevy nebo takové fase prijevil
potiebovych, jejichz neukojeni ma v zapéti smrt nebo zna¢né poruseni neb ohrozeni
télesného nebo dusevniho zdravi té které osoby; absolutné potieby kollektivné jsou
pak ty prtijevy nebo ty fase prijevii potieb kollektivnych, jejichZz neukojeni ma za
nasledek zanik té které kollektivity, zejména narodniho statu, nebo vazné poruseni
neb ohrozeni jejiho blaha. Ostatni prijevy a fase priijevit potfebovych nazvati jest

relativhymi.

q) Potieby, kterym jsme pravé dali ndzev potieb absolutnych, kryji se celkem
s témi, které Wagner nazyva existen¢nimi potfebami prvniho stupné, kdezto potieby,
které spisovatel tento nazyva existen¢nimi potfebami druhého stupné, jsou ony rela-
tivné potteby, jejichz ukojeni ,podle mravu a zvyku® jistého kraje a jisté doby poklada
se za nutné pro kazdého, kdo chce byti povazovan za pfislusnika jisté socidlni ttidy.
Kvantita a kvalita statkd, jejichZ konsumce podminéna jest potfebami této kategorie
pii jisté tiidé, v jistém kraji a v jisté dobé se vyskytujicimi tvofi t. zv. miru Zivotni
(standard of life) této t¥idy v tomto kraji a v této dobé.

Potfeby komfortni sméfuji k dosazeni jistych jemnéjsich pozitkdt hmotnych bez
vhledu na to, zada-li ukojenti jejich piislusnost k urcité t¥idé socialni ¢i nic, kdeZto po-
tfeby kulturni maji za cil uskute¢néni jemnéjsich pozitki dusevnich, zvlasté aesthe-
tickych a intellektualnych. Na konec zminiti se dluzno jesté o pottebach ptepycho-
vych, jejichz cilem jest honoseni se skute¢nym nebo jen pfedstiranym bohatstvim, za
kterouzto pri¢inou upotiebuje se k aktu ukojnému vétsi mnozstvi nebo lepsi jakost
statkd, nezli jaké z duvodi technickych jsou nutny. Potfeby tyto nalezi spolu s potfe-

bami nestfidmostnimi do kategorie potieb subjektivnych (nerozumnych).
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6 O smérnosti potieb

44. Pii kazdé zadosti blahoc¢elné mozno mimo cit nebo pfedstavu citu, kterym nebo
kterou se zadost vybavuje, rozeznavati zejména ukojovaci snahu a pak ptedstavu pfti-
rastku blaha, jehoz uskutecnéni jest cilem snahy ukojovaci. Jest znamo, ze dvé zZa-
dosti blahocelné, i kdyz cilem jejich jest uskute¢néni prirtstku blaha stejného druhu
a stejného trvani, nemivaji vzdy stejnou silu, a Ze ze dvou zadosti blahocelnych ce-
teris paribus zpravidla ta byva silnéjsi, ktera sméfuje k uskute¢néni ptirtistku blaha
déle trvajiciho. Jest tedy zadost blahocelna veli¢inou o dvou rozmérech, z nichz jed-
nim jest trvani prirtstku blaha, za jehoz uskute¢nénim sméfuje, a druhym intensita
snahy ukojovaci. Veli¢inu tuto mozno ptirovnati ku pfitazlivosti, kterou ptisobi zemé
na télesa na jejim povrchu se nalézajici a ktera taktéz zavisi jednak na velikosti hmoty
téchto téles, jednak na intensité gravitace. Nasledkem této ptitazlivosti ptisobi télesa
na povrchu zemé se nalézajici tlak na svou podlozku, ktery nazyvame vahou a jehoz
pfi¢inu obecny nazor klade do téchto téles. Podobné povazuje mluva obecna také
jev, Ze jisté stavy blahotné jsou cilem zadosti blahocelnych a Ze jista télesa jsou pied-
métem zadosti uzitnych, za vlastnost téchto stavii, pokud se tyce téles, nazyvajic je
obdobnymi jmény: dtilezitost, platnost, uzite¢nost ap. Véda hospodaiska nasledovala
v této véci dosud mluvu obecnou, ac¢ jiz poznala, Ze bezprostfedni pfi¢ina zminéného
jevu netkvi v onéch stavech blahotnych resp. télesech, nybrz v nasich zadostech bla-

hocelnych a uzitnych.

45. Chtéje ukazati, ze Ize nauku o potifebach vykladati sptisobem i formalné se
shodujicim s nynéj$im stavem meritorniho védéni hospodaiského, nazval jsem onu
dvojrozmérovou velic¢inu v aktualnych zadostech blahocelnych se projevujici, na in-
tensité snahy ukojovaci a trvani ptirtstku blaha zavislou, blahocelnou egenci. Je-li
zadost blahocelna positivna, je také egence jeji positivnd; je-li negativna, je také jeji
egence negativnd. Misto tohoto posledniho vyrazu mozno uzivati také nazvu dise-

gence.

Také v uzitnych zadostech projevuje se dvojrozmérova veli¢ina, zavisla jednak na
intensité snahy ukojovaci jednak na mnozstvi ukajedla, jehoz ma byti upotiebeno.

Tuto veli¢inu budeme nazyvati egenci uzitnou, a to bud positivhou nebo negativhou
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(disegenci). Misto tohoto pojmu uzivala véda hospodaiska dosud pojmu uzite¢nost

nebo uzitek.

Podobnym sptisobem dodélame se pojmu egence drzebné, jez jako dvojrozmérova
velic¢ina jest zavisld jednak na intensité snahy ukojovaci, jednak na mnozstvi ukajedla,
jehoz drzeni ma byti nabyto nebo zachovano. Poslednéjsimu pojmu odpovida dosa-

vadni pojem subjektivné hodnoty hospodaiské.

46. Ze egence viech zadosti blahocelnych, jeZ si jista osoba aktualné nebo po-
tentialné v téZe chvili uvédomuje, nejsou stejny, mozno a priori tvrditi. Nebot kdyby
tomu tak bylo, nemohlo by v takovych ptipadech vzniknouti zddné rozhodnuti, pro-
toze podle organisace lidské vtile jen ta z nékolika konkurujicich zadosti mtze se stati
vali, kterd jest silnéjsi nezli ostatni. Ponévadz pak v takovychto ptipadech, jez se kaz-
dého dne nescislnékrat naskytuji, dochazi k rozhodnutim vtile, musila ta Zadost, jez
se stala vili, byti silnéjsi nezli Zadosti s ni konkurujici. Tento sptisob tvofeni se roz-
hodnuti nasi vile jest nejlepsim prostiedkem, jaky mame, abychom mohli poznati,

ktera ze dvou danych Zadosti ma vétsi egenci.

47. Na zdkladé toho, co pravé bylo povédéno, nebude nesnadno odpovédéti na
otazku, jsou-li rizné potieby smérné. Rozumime-li potfebami na své ukojeni ¢ekajici
aktualné prijevy nebo fase prijevové blahocelnych zadosti a smérnosti moznost ur-
¢iti, kterd z nich ma vétsi egenci nebo disegenci, mozno potieby prohlasiti rozhodné

za smerneé.

Piiznakem smérnosti potieb neni vsak, jak néktefi spisovatelé udavaji, intensita
citd je provazejicich, nybrz sila jejich egenci.

Smérny jsou nejen positivné, nybrz i negativné; nejen ipsilné, nybrz i alterilné
a mutualné; nejen individualné, nybrz i kollektivné zadosti blahocelné. Zkusenost
ud¢i dale, ze i zadosti uzitné a drzebné a to nejen mezi sebou, nybrz i se zddostmi

blahocelnymi jsou smérny.

48. Srovnavani dvou egenci ma velikou podobnost s vazenim dvou téles na stej-

noramenné vaze, dame-li kazdé na jinou misku jeji. Na takovéto vaze mtizeme vSak

v Vv

urciti netoliko, které z obou téles jest tézsi nebo jsou-li obé télesa stejné tézka, nybrz

také kolikrat kazdé z téchto téles jest tézsi nezli jiné téleso, jehoz vaha plati za jed-

notku vahy. Tento vykon nazyva se méfenim. Méfitelny jsou jen takové veli¢iny, pro
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néz existuje tolik stejnych a nezménitelnych exempladid jednotky mérné, aby z nich
sloZena mohla byti veli¢ina, rovnajici se bud veli¢ing, jez se ma urditi, samé (méfeni
piimé), nebo jiné veli¢ing, jejiz ¢iselny pomér k veli¢ing, jez se ma urditi, jest znam
(méfeni nepiimé).

49. Mozno-li blahocelné Zadosti, resp. jejich egence prohlasiti i tehdy za smérné,
rozumime-li smérnosti moznost je méfiti ve smyslu pravé uvedeném? Vzhledem
k tomu, Ze lze na pft. zjistiti, Ze egence blahocelné zadosti namitfené na uskute¢néni
piirtstku blaha, jejz sptisobuje snédéni jednoho jablka (kratceji: blahocelna egence
na jedno jablko), rovnd se blahocelné egenci na 15 $vestek, a blahocelna egence na
jednu hrusku blahocelné egenci na 10 svestek, zddlo by se, Ze také egence na jablka a
hrusky jsou méfitelny egenci na jednu $vestku. Domnénka tato jest vS§ak mylna, po-
névadz, jak pozdéji (§ 58.) bude ukdzano, egence na 10 nebo 15 $vestek, spotiebuji-li
se rychle za sebou, neni 10-resp. 15-krat vétsi nezli egence na jednu $vestku stejné ja-
kosti, nybrz snad jen 9- nebo 8-krdt, resp. 13- nebo 12-krat, aniz jsme s to pfislusné
¢islo presné udati. Kdybychom vsak, chtéjice uniknouti nesnazi, kterou ptisobi prvni
zakon Gossentv, urcovali egence na jablka a hrusky egencemi na jednu svestku po
kazdé o sobé snédenou, tak zZe by mezi spotfebovanim dvou $vestek byla vzdy delsi
piestavka, na pf. jednoho dne, neméli bychom zase zZadné jistoty, Ze egence na svestku
dnes snédenou ma stejnou silu jako egence na $vestku vcera snédenou. Rusivym ucin-
kéim prvniho zdkona Gossenova nevyhneme se ani tehdy;, jestlize vyhleddme si na pf.
sedm rtaznych statka S, az S, a zjistime, Ze blahocelna egence na kazdy ze statki
S, az S;, o sobé rovna se blahocelné egenci na S, a Ze blahocelna egence na sta-
tek S, rovna se souctu egenci na statky S, az S,. Nebot pfedné jest procedura tato
velmi zdlouhava, tak Ze se pro urcovani velikych egenci sotva hodi. Myslel-li by né-
kdo, Ze pro moderni hospodafstvi sménné toto tvrzeni neplati, ponévadz lze kazdé
chvile zjistiti, které statky maji stejnou cenu, na pf. jedné koruny, dluzno odvétiti
Ze rizné statky majici stejnou cenu nejsou nikterak predmeétem stejnych egenci bla-
hocelnych pii jedné a téze osobé, protoze egence tyto nejsou, jak znamo, jedinym
¢initelem pti urcovani sménné hodnoty statkii. Mimo to ma vsak tento spisob zjis-
tovani egenci tu podstatnou vadu, Ze porovnavame-li egenci na statek S;, nebo S,
atd. s egenci na statek S,, nemtizeme jiz zcela bezpec¢né tvrditi, Ze egence posled-

néjsi jest jesté taz, jaka byla, kdyZ jsme i porovnavali s egenci na Sy. Dale dluzno
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miti také na paméti, ze ¢im vice statkii bychom k urceni néjaké vétsi egence musili
pfibrati, tim vétsi je pravdépodobnost, Ze se mezi nimi vyskytnou takové, které se
mohou navzajem vice nebo méné dokonale zastupovati, nasledkem ¢ehoz soucet
egenci na dva takové statky neni vice roven dvojnasobné egenci na kazdy z nich

0 sobé.

Z toho vseho vysvitd, ze méfeni blahocelnych egenci jest prakticky neprovedi-
telno, protoze, slozime-li nékolik jednotek této egence dohromady, neni mozno tpl-

nou stejnost jejich zjistiti.
Totéz plati také o egencich uzitnych a drzebnych.

50. Neni-li egence moZzno méfiti, neni tim jesté feceno, ze by kazdékoli urcovani
jich s pouzitim ¢islic bylo vylou¢eno. MozZnot na pt. pomoci Mohs’ovy stupnice zjistiti,
ma-li néjaky nerost druhy nebo tieti az desaty stuperni tvrdosti, ackoli méfeni tvrdosti
naprosto proveditelno neni. Podobné ¢iselné vyrazy mozno nalézti také pro egence,
sestavime-li si totiZ stupnici egenci a zjistime-li pak, kolikdtému stupni této stupnice

se ta kterd egence rovna.

O tom, jak se sestavuji idealné stupnice egenci blahocelnych a uzitnych pojednano

jest obsirné v §§ 276-279 spisu na pocatku uvedeného.

51. K uréovani egenci drzebnych ma hospodatsky obchod jiz od nepamétnych dob
stupnice, jejichZ jednotlivé stupné tvori egence na rtizné nasobky jisté jednotky min-
covni. Je-li takovou jednotkou na pi. halif, tvoii drzebna egence na prvni halif prvni
stupen (1Y), egence na prvni dva halife druhy stupen (2"), egence na prvni tfi halife

treti stupen (3) atd. oné stupnice.

Cisla 1, 2, 3 atd., jeZ jsou vyjadfena ¢islovkami fadovymi a nikoli ¢islovkami za-
kladnimi, neznaci nasobky egence na jeden halif, jak se v obecném Zzivoté za to miva
a jak také spisovatelé narodohospodaisti se domnivaji, nebot o egenci 2¥ vime toliko,

Ze jest vétsi nezli egence 1Y, ale nikoli, Ze by byla pravé dvakrat vétsi nezli 1".

52. Zkusenost nds poucuje, ze disegence proti 2-, 3-, 10- nebo n-hodinové praci
neni 2-, 3-, 10- nebo n-krat vétsi nezli disegence proti jednohodinové praci, nebot dise-
gence tato jest velice rizna dle toho, kolikahodinova prace ji uz pfedchazela. Chtéli-li

bychom vsak porovnavati disegenci proti 2-, 3-, 10- nebo n-hodinné praci s 2-, 3-, 10-
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nebo n-hodinové prdci s 2, 3, 10 nebo n disegencemi proti jednohodinové praci v riz-
nych dnech konané, nemame zadné pomicky, abychom zjistili, Ze disegence proti
jednohodinové praci dnes konané jest na vlas stejna s disegenci proti jednohodinové

praci véera konané.

Z toho plyne, Ze ani disegence nelze méfiti, nybrz toliko pomoci stupnic urcovati.
Idealnou stupnici blahocelnych disegenci mozno si sestaviti podobnym sptisobem

jako stupnici blahocelnych egenci.

53. Ponévadz egence a disegence jsou veli¢cinami stejného druhu ale s opa¢nym
znamenim, mozno stupnice disegenci uziti také k nepfimému urcovani egenci; po-
dobné jako se sila parniho stroje zjistuje velikosti odporu, ktery dovede piekonati.
Modus tento ma tu vyhodu, Ze pomoci jeho lze zjistiti zmény, jichZ doznaly vSecky

egence néjaké osoby.

54. Mluvice o smérnosti potfeb méli jsme dosud na mysli vzdy jen potieby jedné
a téze osoby. Nyni dluzno piikroditi k otazce, zdali téZ egence raznych osob mezi
sebou jsou smérny. V té pri¢iné narazime piedevsim na nesndz, jiz ptisobi ta okol-
nost, ze osoba A existenci a silu potfeb osoby B nemtze poznati piimo, nybrz jen
pomoci zavérd z jistych ac¢inkd jejich nebo z jistych okolnosti, které je doprovazivaji,
kterézto zavéry vSak podrobeny jsou ¢astym omylam. Avsak i kdybychom egenci po-
tfeb u rtiznych osob, jez mdame porovnati, kazdou o sobé dovedli spravné poznati,
nebyli bychom pftece s to, abychom pomér jejich velikosti bezpe¢né udali, ponévadz
ona pomiticka, ktera ndm umoziuje poznati, ktera ze dvou egenci téze osoby jest sil-
néjsi, totiz smér rozhodnuti vile, pti tom schazi. Z toho plyne, Ze egence rtznych

osob jsou mezi sebou nesmérny.

55. Tvrzeni tomuto zd4 se odporovati zkusenost, ze kazdého dne provadéji se
smény statkdl mezi riznymi osobami, jez zdaji se predpokladati smérnost prislus-
nych egenci. Domnénka tato neni spravnd, nebot ma-li osoba A koné a je-li egence
jeji na jednoho koné tak velika jako jeji egence na 40 q pSenice jistého druhu a jisté
jakosti, ma-li dale osoba B psenici tohoto druhu a této jakosti a je-li jeji egence na 50 q
jeji stejné velika jako egence na jednoho koné, jakého md A, jest pro provedeni smény
mezi témito osobami uplné lhostejno, kolikaty stupen ma egence kazdého z nich na

jednoho koné nebo na 4o, resp. 50 q pSenice. Sména tato provede se tak, jako by
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egence tyto u obou osob mély stejny stuperi a jako by tedy pomér egence na jednoho

koné k egenci na 40 g, pokud se ty¢e na 50 q pSenice u obou osob byl stejny.

To, co povédéno bylo o nesmérnosti egenci, plati téZ o nesmérnosti disegenci rtiz-

nych osob.

56. AZ dosud méli jsme na zfetel toliko pfitomné potieby. V praktickém zivoté
hospodaiském vyskytuji se vSak téméi kazdého dne pripady, kde ptitomné potieby
uzitné musi byti porovnavany s potfebami budoucimi, pfi ¢emz velmi ¢asto potieby
tyto mivaji pfevahu nad onémi. Jak je to vSéak mozno, kdyz uzitné potteby budouci v
piitomnosti nemaji zadné snahy ukojovaci, tudiz také ne zadné egence? Tu dluzno si
vzpomenouti, Ze budoucimi potifebami ve smyslu védy hospodaiské jsou ty potieby
uzitné, jez v pritomnosti jsou s to vzbuditi potieby drzebné; tyto potieby maji zajisté
egenci drzebnou, kterda maze s uzitnou egenci pfitomnych potfeb uzitnych byti od-
vazovana. Mluvi-li se o smérnosti potfeb budoucich s pfitomnymi nebo mezi sebou,
mini se tim takovéto odvazovani drzebnych egenci sptisobenych budoucimi potie-

bami uzitnymi s uzitnou egenci uzitnych potieb pfitomnych nebo mezi sebou.

7 O zménach intensity a egence potieb

57. Kazdodenni zkusenost poucuje nas, Ze, jime-li po sobé nékolik stejné velikych
soust téhoz pokrmu, chuti k jidlu od sousta k soustu ubyva, az nastane chvile, kdy ne-
mame zadné chuti néjaké dalsi sousto snisti. Byli-li bychom nuceni, jesté dalsi sousta
jisti, nastal by proti tomu odpor, jinymi slovy: intensita a tudiz i egence blahocelné za-
dosti, jejiz cilem jest uskute¢néni piirtstku blaha, jaky ptisobi snédeni jednoho sousta
jest uvnitt téhoz prijevu od prirtstku ke priristku mensi az klesne kone¢né na nulu.
Pokracuje-li se ddle v ukojovani této blahocelné potieby, stane se tato negativnou. Po-
dobné ubyvani intensity a egence blahocelné zadosti cCelici k uskute¢néni prirtstku
blaha sptisobeného nosenim odévu mtizeme pozorovati, oblékame-li na sebe nékolik
uplné stejnych oblek, po obleceni kazdého dalsiho obleku, nebo blaha sptisobeného
zdrzovanim se v teplé svétnici, pribyva-li stale teploty vzduchu, po zvyseni této tep-
loty o kazdy dalsi stupen.
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58. Na zdkladé takovychto zkusenosti, jejichZ fadu lze do nepiehledna prodlou-
ziti, formuloval Gossen sv{ij prvni zdkon o ubyvani pozitku, znéjici nasledovné: , Po-
krac¢ujeme-li nepietrzité s piipravovanim téhoz pozitku, ubyva stdle jeho velikosti, az
na konec nadejde nasyceni“ V nasi terminologii by zakon tento znél: ,Ukojuje-li se
nékolik fasi téhoz dilného prijevu néjaké blahocelné zZadosti za sebou, stava se egence
uvnitf tohoto prijevu od fase k fasi slabsi, az kone¢né klesne na nulu® V §§ 316.-320.
mého spisu jest ukdzano, Ze takovéto ubyvani blahocelné egence mozno pozorovati
jen u takovych prijevli blahoc¢elnych zadosti, ndlezejicich do kategorie potfeb ipsil-
nych, jednoduchych, bolesti vzbuzenych (§43. lit. e), které za trvani aktu ukojovaciho
nedoznaji zadného prirtistku intensity, kdezto u potieb za libosti sméfujicich stava
se zakon tento teprve od oné fase Gcinnym, ve které intensita toho kterého prijevu
dostoupila svého vrcholu.

Podobného obmezeni doznati musi také zakon nasycovani potfeb Wieserem for-
mulovany, jenz tyka se ubyvani egence uzitné.

59. Gossen vyslovil jesté druhy zakon o ubyvani pozitku, podle kterého by ma-
ximalnd egence kazdého pozdéjsiho priijevu periodickych potieb blahocelnych byla
slabsi nezli maximalnd egence prijevi predchdazejicich. Prozkoumame-li v§ak vétsi
pocet periodickych potieb, nemtizeme mezi opakovanim jejich a velikosti maximalné
egence jednotlivych prajevii konstatovati takové pravidelnosti, jez by zasluhovala na-

zev zakona.

60. V posledni kapitole spisu na pocatku uvedeného pojednano jest o poméru
mezi velikosti egenci drzebnych a uzitnych, pokud jde bud o jednotlivé statky nebo
o zasoby skladajici se ze statki stejného druhu a stejné velikosti, které jsou sptiso-
bilé k ukojeni toliko jediného dilného nebo nedilného priijevu potieby uzitné; jinymi
slovy: o elementarnich zdkonech subjektivné hodnoty hospodaiské, pak o poméru
velikosti drzebné egence vzbuzené budouci potiebou uzitnou k velikosti aktualné
egence této potfeby, pii Cemz stanoveny pfesnéji nez se to dosud stalo, pficiny t. zv.
,2diskontovani budoucnosti, jakoz i mira jejich a¢innosti a odkryto skrovné jadérko

pravdy, skryvajici se v t. zv. abstinen¢ni nebo ¢ekaci theorii iroku kapitalového.
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1 Introduction

The revival of the modern Austrian School of economics may be said to have begun 30
years ago, during the week of June 15-22, 1974, when the Institute for Humane Studies
sponsored a conference on Austrian economics for about 40 participants in the small

town of South Royalton, Vermont.

In 1974 the Austrian School had been in hiatus for almost a quarter of a century.
For more than 60 years before the 1940s, the Austrian economists had been consid-
ered some of the most original contributors to economic theory and policy. They
were among the leading developers of the theories of marginal utility, opportunity
cost, value and price, capital and interest, markets and competition, money and the
business cycle, and comparative economic systems - capitalism versus socialism ver-

sus the interventionist welfare state.

But the rise and triumph, in the late 1930s and 1940s, of the Keynesian explanation
of and prescription for the Great Depression eclipsed all competing approaches to
the problems of economic depression and high unemployment. This included the
Austrian theory of the business cycle, which in the early 1930s had been a leading

alternative to the emerging Keynesian macroeconomics.?

At the same time, there developed what came to be called the neoclassical ap-
proach in microeconomics. The study of the logic of individual decision-making, the
allocation of scarce resources among competing uses, and the distribution of income
among the factors of production - land, labor, and capital - became increasingly an
exercise in mathematical optimization under conditions of various quantitative con-
straints. The focus of attention was on the specification and determination of the
narrow and often highly artificial conditions under which a market economy would
be in general equilibrium.

2 For an exposition and contrast of the Austrian and Keynesian explanations of and policy prescriptions
for the Great Depression of the 1930s, see Richard M. Ebeling, “The Austrian Economists and the
Keynesian Revolution: The Great Depression and the Economics of the Short-Run” in Richard M.
Ebeling, ed., Human Action: A 50-Year Tribute (Hillsdale, Mich.: Hillsdale College Press, 2000), pp.
15-110.
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This, too, was in stark contrast to the approach of almost all Austrian economists,
who attempted to explain the logic and processes of market competition in a world of
constant change. The Austrians, unlike their neoclassical rivals, emphasized imper-
fect knowledge, the pervasive role of time in all market decision-making, and the
nature of market coordination through continual adaptation to changing circum-

stances.>

Eight months before that conference in South Royalton, in October 1973, the most
important contributor to Austrian economics in the twentieth century, Ludwig von
Mises, had died at the age of 92.* The second most prominent member of the Austrian
School at that time, Friedrich A. Hayek, had been invited to attend the conference,
but had declined due to health problems that made it impossible for him to travel to
America from Europe. No one at the conference anticipated that only four months

later, in October 1974, Hayek would be awarded the Nobel Prize in economics.>

The speakers at the conference were three other leading figures in Austrian eco-
nomics: Ludwig M. Lachmann, who had studied with Hayek at the London School
of Economics in the 1930s; Israel M. Kirzner, who had studied with and written his

3 For an overview of many of the theoretical and policy themes in the writings of the Austrian
Economists, see Richard M. Ebeling, “The Significance of Austrian Economics in 20th Century Eco-
nomic Thought,” Austrian Economics and the Political Economy of Freedom (Northhampton, Mass.:
Edward Elgar, 2003), pp. 34-60; also, Ludwig M. Lachmann, “The Significance of the Austrian School
of Economics in the History of Ideas” [1966] reprinted in Richard M. Ebeling, ed., Austrian Economics:
A Reader (Hillsdale, Mich.: Hillsdale College Press, 1991), pp. 17-39.

4 For expositions of Mises’s many contributions to economic theory and policy, see Richard M. Ebeling,
“A Rational Economist in an Irrational Age: Ludwig von Mises,” Austrian Economics and the Political
Economy of Freedom, pp. 61-100; Richard M. Ebeling, “Planning for Freedom: Ludwig von Mises as
Political Economist and Policy Analyst,” in Richard M. Ebeling, ed., Competition or Compulsion? The
Market Economy versus the New Social Engineering (Hillsdale, Mich.: Hillsdale College Press, 2001),
pp. 1-85; and Richard M. Ebeling, “The Economist as the Historian of Decline: Ludwig von Mises
and Austria Between the Two World Wars,” in Richard M. Ebeling, ed., Globalization: Will Freedom
or World Government Dominate the International Marketplace? (Hillsdale, Mich.: Hillsdale College
Press, 2002), pp. 1-68; Richard M. Ebeling, “Ludwig von Mises: The Political Economist of Liberty”
Parts I & II, The Freeman: Ideas on Liberty (May & June 2006) pp. 16-19 & 34-40; and Richard M.
Ebeling, “Ludwig von Mises and the Vienna of His Time,” Parts I & II, The Freeman: Ideas on Liberty
(March & April 2005) pp. 24-531 & 19-25. Also, Murray N. Rothbard, Ludwig von Mises: Scholar,
Creator, Hero (Auburn, Ala.: Ludwig von Mises Institute, 1988); and Israel M. Kirzner, Ludwig von
Mises (Wilmington, Del.: ISI Books, 2001).

> For a summary of Hayek’s life and contributions to economics, see Richard M. Ebeling, “Friedrich A.
Hayek: A Centenary Appreciation,” The Freeman (May 1999), pp. 28-32; also, Bruce Caldwell, Hayek’s
Challenge: An Intellectual Biography of F. A. Hayek (Chicago: University of Chicago Press, 2004).
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dissertation under Mises at New York University in the late 1950s;¢ and Murray N.
Rothbard, who had attended Mises’s NYU seminar for many years beginning in the
late 1940s and had received his doctoral degree in economics from Columbia Univer-
sity.

One evening during the conference, Milton Friedman came from his summer
home in Vermont to join us for dinner and make a few remarks after the meal. Fried-
man commented that he was delighted to be with us and recalled he had long known
both Mises and Hayek, having been a founding member of the Mont Pelerin Society
and present at its first meeting in Switzerland in April 1947.7 But what stood out in
his remarks for many of us there was his statement that there are no different schools
of thought in economics; there is only good economics and bad economics. Clearly,
therefore, in Friedman’s mind, we were on a fool’s errand attending a conference on

something called “Austrian” economics.

2 Acting Man as the Core of Austrian Economics

Yet most of us attending that conference did not consider ourselves on a fool’s errand.
We just considered Austrian economics to be “good economics.”® At its most funda-
mental level, Austrians see the individual as “acting man.” This was already clearly

stated by Ludwig von Mises in 1933:

In our view the concept of man is, above all else, also the concept of the
being who acts. Our consciousness is that of an ego which is capable of acting
and does act. The fact that our deeds are intentional makes them actions. Our
thinking about men and their conduct, and our conduct toward men and toward

our surroundings in general presuppose the category of action.’

For a summary of Kirzner’s contributions to Austrian economics, see Richard M. Ebeling, “Israel M.
Kirzner and the Austrian Theory of Competition and Entrepreneurship,” Freedom Daily, August 2001,
PpP. 8-14.

7 See R. M. Hartwell, A History of the Mont Pelerin Society (Indianapolis: Liberty Fund, 1995).

For a summary of the conference’s events, see Richard M. Ebeling, “Austrian Economics on the Rise,”
Libertarian Forum, October 1974, pp. 3-6; the lectures delivered by Lachmann, Kirzner, and Rothbard
at South Royalton were later published in Edwin G. Dolan, ed., The Foundations of Modern Austrian
Economics (Kansas City, Kan.: Sheed & Ward, 1976).

Ludwig von Mises, Epistemological Problems of Economics (New York: New York University Press,
1981 [1933]), p. 14.
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The Austrian view of man refutes the positivist, historicist, and neoclassical concep-
tions of man as a mere physical, quantitative object, or as a passive subject controlled
by the dark forces of history, or as a “dependent variable” in a system of mathematical
equations. Positivism tried to reduce man and his mind to mere magnitudes to be
studied and manipulated like the inanimate matter experimented on in the natu-
ral sciences. Historicism claimed that man is determined and molded by external
laws of history that shape his thoughts, actions, and destiny, with little latitude for
the individual to design and guide his own future.'® Neoclassical economics treats
man like a mathematical function possessing given tastes and preferences, which are
themselves induced by his surroundings and on the basis of which he responds in
predictable ways when confronted with various constraining and objective tradeoffs

in the form of market prices.!!

For Austrians, on the other hand, man is a purposeful being. He thinks, plans,
and acts. Man may be made up of matter, but he possesses consciousness. He has
the capacity to imagine, create, and initiate. His mind is not simply reducible to life-
less matter. He has spirit and will. Man reflects on the circumstances in which he
finds himself. He judges aspects of his physical and social surroundings less than
satisfactory. He imagines states of affairs that would be more to his liking. He cre-
ates in his mind plans of action that would bring those preferred states of affairs into
existence. He discovers that the things he can use as means to achieve some of his
ends are insufficient to achieve all of his ends. He has to weigh the alternatives and
decide which he prefers more, since some of them, in the face of scarcity, will have
to be forgone today or forever. He, therefore, has to decide the tradeoffs he is willing
to make, and as a result he determines the costs of his own choices in the form of
goals he is willing to give up in order to pursue others that he considers more impor-

tant.

10 One of Mises’s most insightful but unfortunately highly neglected works was devoted to undermining
the assumptions and absurdities in both positivism and historicism; see Ludwig von Mises, Theory
and History: An Interpretation of Social and Economic Evolution (Auburn, Ala.: Ludwig von Mises
Institute, 1985 [1957]); also F. A. Hayek, The Counter-Revolution of Science (Indianapolis: Liberty Fund,
1980 [1955]); and Murray N. Rothbard, Individualism and the Philosophy of the Social Sciences (San
Francisco: Cato Institute, 1979).

11 For a contrast of the Austrian and neoclassical conceptions of man in relation to action and choice,
see Richard M. Ebeling, Austrian Economics and the Political Economy of Freedom, pp. 3-7.
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Those ends and means that neoclassical economics take as “given” are, in fact,
created and compared in the actor’s mind. They change and are modified as man
experiences successes and failures. They are not static. Nor is man a hopeless victim
or captive of history. He makes his own history by reflecting on what has happened
in the past and mentally projecting himself into the future. He decides what past
course of action is worth trying to continue or what might be a better course as he

looks ahead.

3 Imperfect Knowledge and Market Opportunities

This is why Mises insisted that in every man there is the element of entrepreneurship.
In all his actions, man searches for and creates profitable opportunities to improve
his lot and tries to avoid losses, that is, circumstances worse than they need to be. By

necessity, man is, therefore, a speculator in everything he does.!?

Creating profitable opportunities and avoiding losses are concepts that have no
meaning in the traditional neoclassical conception of “perfect competition,” in which
every market participant is assumed to possess perfect or sufficient knowledge of all
possibilities that might be relevant to his decisions. What is the meaning of “op-
portunities discovered” or “losses avoided” when the actors already know from the
beginning what are the best and, indeed, the only options that should be followed,

given perfect and sufficient knowledge of all relevant circumstances?'?

From the Austrian perspective, to choose is to select from alternatives, and to se-

lect from alternatives must mean that, at least from the individual’s perspective, the

12 Ludwig von Mises, Human Action: A Treatise on Economics (Irvington-on-Hudson, N.Y.: Foundation
for Economic Education, 1996), p. 254: “Entrepreneur means acting man in regard to the changes
occurring in the data of the market” And Mises, The Ultimate Foundations of Economic Science
(Irvington-on-Hudson, N.Y.: Foundation for Economic Education, 2002 [1962]), p. 51: “Every action
is a speculation, i.e., guided by a definite opinion concerning the uncertain conditions of the future.”

13 For the classic Austrian criticisms of the neoclassical mathematical general equilibrium approach,
and the theory of perfect competition, see Hans Mayer, “The Cognitive Value of Functional Theories
of Price” [1932] in Israel M. Kirzner, ed., Classics of Austrian Economics: A Sampling in the History
of a Tradition (London: William Pickering, 1994), pp. 55-168; F. A. Hayek, “The Meaning of Com-
petition” [1946] Individualism and Economic Order (Chicago: University of Chicago Press, 1948), pp.
92-106; Mises, Human Action, pp. 350-57, and Mises, “Comments on the Mathematical Treatment of
Economic Problems,” [1953] Journal of Libertarian Studies, vol. 1, no. 2 (1977), pp. 97-100.
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future is not preordained. If that future is not preordained, but can be influenced
by the choices he makes, then perfect knowledge is logically inconsistent with the
very concept of acting and choosing man. Otherwise, man would know already all
the decisions he will make and the necessary outcomes. But what then remains of
any commonsensical notion of choice? Even if we assume only knowledge of objec-
tive probabilities and not absolute certainties about the future, every man would still
know what is the precise set of options from which he has to choose and the exact
weight he should assign to each possible outcome; then, given his tastes and prefer-
ences for risk, he would again know from the start the only courses of action he could
and should logically follow.

Many neoclassical economists may despair of a world in which imperfect know-
ledge and uncertainty prevail, a world in which their mathematically deterministic
models lose their force. But for Austrians, this reality of the human condition is a
reason for optimism about man and his world. The fact that man does not know for
certain what the future holds, including what his own future actions may be, means
that the world in which he lives is one of wondrous possibility. Individuals have in-
centives to experiment with creative new ideas precisely because they don’t know for
sure or with any probabilistic degree of certainty how those ideas may actually turn
out. It is this element of uncertainty about the future that permits imagination and
action to influence the shape of things to come - including all the advancements in

the social, economic, and cultural condition of mankind.4

For the neoclassical economists, the market is reduced to a series of simultaneous
equations of supply-and-demand functions, the properties of which specify whether a
general-equilibrium “solution” exists for the market as a whole, and whether that so-
lution is “unique” and “stable.” Prices are the quantitative ratios of exchange at which
goods may be bought and sold, and which “objectify” the tradeoffs for which alterna-
tives in the market may be obtained. Likewise, the theory of comparative advantage,
in the neoclassical framework, merely determines the relative opportunity costs of
potential trading partners so they may assume their highest-valued roles in the divi-

sion of labor. In addition, property rights, money, and social and political institutions

14 Mises, Human Action, p. 105: “The uncertainty of the future is already implied in the very notion of
action. That man acts and that the future is uncertain are by no means two independent matters.
They are only two different modes of establishing one thing.
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are usually treated as “givens” in neoclassical analysis. They are merely the context in

which the supply and demand functions interact.'”

4 Minds, Markets, and the Entrepreneur

For Austrians, the essence of the market is missed when reduced to a skeletal repre-
sentation in the form of mathematical functions. The market is where the minds and
the meanings of men meet. It is the place where the plans of multitudes of individuals
overlap, enabling people mutually to improve their situations through discovered and
created gains from trade. It is where the wants of men find greater degrees of satisfac-
tion than in isolated self-sufficiency, and where achieving things never conceived of
before is practicable. In the Austrian conception of the market, prices are not simply
quantitative ratios of exchange; they are also the encapsulation of the market par-
ticipants’ valuations and appraisements, which result from the participants’ buying
and selling.'® As Carl Menger, the founder of the Austrian School, expressed it in 1871:

[Prices] are by no means the most fundamental feature of the economic phe-
nomenon of exchange. This central feature lies rather in the better provision two
persons can make for the satisfaction of their needs by trade... Prices are only
incidental manifestations of these activities, symptoms of an economic equilib-
rium between the economies of individuals [and consequently are of secondary
interest for the economic subjects]... The force that drives [prices] to the surface
is the ultimate and general cause of all economic activity, the endeavor of men to

satisfy their needs as completely as possible, to better their economic positions.!?

15 It should be pointed out that there has developed what is now referred to as the “new institutional
economics,” which attempts to explain the emergence, evolution, and significance of the underlying
institutional order in which market processes operate. Some of these economists have consciously
incorporated elements of the Austrian perspective in their theories; see, especially, Wolfgang Kasper
and Manfred E. Steit, Institutional Economics: Social Order and Public Policy (Northampton, Mass.:
Edward Elgar, 1998), and Eirik G. Furubotn and Rudolf Richter, Institutions and Economic Theory:
The Contribution of the New Institutional Economics (Ann Arbor, Mich.: University of Michigan Press,
1998).

16 Mises, Human Action, pp. 327-33.

17 Carl Menger, Principles of Economics [1871] (New York: New York University Press, 1981), pp. 191-192.
The bracketed clause was restored by the present author from Menger’s original German volume,
Grundsdtze der Volkswirtschaftslehre, 2d ed. (Vienna: Holder-Pichler-Tempsky, 1923), pp. 182-83.
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In neoclassical theory, prices are usually taken as “given,” with any changes coming,
somehow, from the “outside,” with market participants responding accordingly. In
the Austrian approach, prices emerge out of the interactions of market actors. They
initiate price bids and offers, and competitively move prices up or down. In Eugen von
Bohm-Bawerk’s famous horse market, any resulting equilibrium between suppliers
and demanders arises out of their efforts to attract trading partners by offering better
terms than their rivals.!8

Thus the Austrian focus is on the logic and sequential process of price forma-
tion, rather than only on any final equilibrium price that may result from this
active market rivalry. It is why one prominent member of the Austrian school
referred to the Austrian theory of price as the causal-genetic approach: the pur-
pose of the theory is to explain the “causal origin” of prices in the valuations and
actions of market actors, and the process by which prices adjust to reach a final
equilibrium.*®

The theory is also the basis for the later Austrian emphasis on the role and signifi-
cance of the entrepreneur. In the division of labor, entrepreneurs are not only the
“undertakers of enterprise” who imagine the patterns of future consumer demand,
conceive of ways of organizing production processes to better satisfy that demand,
oversee the stages of production to the completion of finished goods, and bring the
goods to market. They also set and change consumer prices when they discover that

they over- or underestimated how intensely consumers want the goods.?°

It is the “promoting and speculating entrepreneurs” who are “the driving force
of the market,” Mises wrote. Their “social function” is to coordinate the use of re-
sources, capital, and labor with the demands of consumers through the rewards of
profits and the penalties of losses.?! Again, as Mises concisely put it, “It is the en-
trepreneurial decision that creates either profit or loss. It is mental acts, the mind

of the entrepreneur, from which profits ultimately originate. Profit is a product of

18 Eugen von Bohm-Bawerk, Capital and Interest, vol. 2: The Positive Theory of Capital (South Holland,
I1l.: Libertarian Press, 1959), pp. 216-35.

19 Mayer, p 57.

20 See the much-neglected analysis on this point by Philip Wicksteed, The Common Sense of Political
Economy, vol. 1 (London: Routledge & Kegan Paul, 1933 [1910]), pp. 212-37.

21 Mises, Human Action, pp. 328-29.
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the mind, of success in anticipating the future state of the market. It is a spiritual
and intellectual phenomenon.”?? The intentionality of entrepreneurship, the creative
mental processes that are the essence of the enterpriser’s activities, are drained of
all understanding if the market is reduced to a simplified and barren mathematical
function.

5 Economic Calculation and the Market Process

The social institutions of private property and monetary exchange are not simply
conceptual backdrops to the determination of equilibrium prices and outputs, as has
tended to be the view in neoclassical economics. In the standard textbooks, from
which most economists learn the core concepts of their discipline, private property
is described as an “incentive mechanism” for work and the conserving of scarce re-
sources; and money is explained as a “unit of account” that serves as a common de-
nominator for comparing the value of goods bought and sold in the market. Both
descriptions are true and important. But they fail to capture the institutions’ profun-
dity for the functioning and coordinating of the complex and ever-changing market
order.

Private property and money are, instead, the core - the indispensable features - of
the market economy and the civilization that develops with it. The evolution of pri-
vate property rights and a medium of exchange has made possible the economic cal-
culation without which rational market decision-making would be impossible. And,

again, it is Mises who articulated this most clearly:

Monetary calculation is the guiding star of action under the social system
of division of labor. It is the compass of the man embarking upon production.
He calculates in order to distinguish the remunerative lines of production from
the unprofitable ones... Monetary calculation is the main vehicle of planning and
acting in the social setting of a society of free enterprise directed and controlled
by the market and prices.??

22 Ludwig von Mises, “Profit and Loss,” [1951] in Planning for Freedom (South Holland, IIl.: Libertarian
Press, 1980), p. 120.
23 Mises, Human Action, pp. 229-30.
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We can view the whole market of material factors of production and of labor
as a public auction. The bidders are the entrepreneurs. Their highest bids are
limited by their expectation of the prices the consumers will be ready to pay for
the products... The competition between the entrepreneurs reflects these prices
of consumers’ goods in the formation of the prices of the factors of production...
To the entrepreneur of capitalist society a factor of production through its price
sends out a warning: Don’t touch me, I am earmarked for the satisfaction of
another, more urgent need.*

Only private property enables all marketable commodities and means of production
to be available for sale and purchase in the area of exchange. Only a medium of ex-
change provides the means by which heterogeneous things may be reduced to a val-
uational common denominator. Only the competitive market enables every partici-
pant in society to contribute to the formation of prices through his bids and offers.?>
Only economic calculation enables the integration of billions of people’s actions into

a network of mutually beneficial market relationships and coordinated plans.

Yet every man is free to make his own decisions, guided by his own hopes, dreams,
goals, and plans. The money prices that make economic calculation possible are used
by each individual for his own purposes. He weighs their significance for the ends he
hasin mind. He uses them to evaluate his past actions and to plan his future actions.?®
He is at liberty to integrate himself into the division of labor on the basis of his own
evaluations of the costs and benefits of alternative courses of action - while bearing

the consequences, good or ill, for the choices he makes.

It is through economic calculation in the free market that individual freedom is

made compatible with social order. It is through economic calculation that billions

24 Ludwig von Mises, Bureaucracy (New Rochelle, N.Y.: Arlington House, 1969 [1944]), pp. 28-29.

25 Ludwig von Mises, Liberalism in the Classical Tradition (Irvington-on-Hudson, N.Y.: Foundation for
Economic Education, 1985 [1927]), pp. 71-72. On p. 75 Mises wrote: “This is the decisive objection that
economics raises against the possibility of a socialist society. It must forgo the intellectual division
of labor that consists in the cooperation of all entrepreneurs, landowners, and workers as producers
and consumers in the formation of market prices. But without it, rationality, i.e., the possibility of
economic calculation, is unthinkable.”

26 Mises, Human Action, p. 229: “Monetary calculation is entirely inapplicable and useless for any con-
sideration which does not look at things from the point of view of individuals... The premeditation of
planned action becomes commercial pre-calculation of expected costs and expected proceeds. The
retrospective establishment of the outcome of past action becomes accounting of profit and loss.”
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of individual plans are combined into patterns of rational social coordination. No
wonder Mises concluded that “Our civilization is inseparably linked with our methods
of economic calculation. It would perish if we were to abandon this most precious

intellectual tool of acting.”?’

6 The “Law of Association” as the Foundation of Society

Austrians see more in the theory of the division of labor and comparative advantage
than simply the determination of specialization at various prices, given the capital
and labor available. Once again it was Mises who insightfully clarified the implica-
tions of the eighteenth- and nineteenth-century classical economists’ views on the
benefits of the division of labor. The theory of the division of labor, Mises explained,
is really the basis of what he called the law of human association and, therefore, the
foundation of a theory of society. Based on Adam Smith’s and David Ricardo’s exposi-
tions of the benefits from specialization, it was possible to show how society emerged
and took form over the centuries as the result of individuals discovering the mutual
benefits from trade.?® The additional gains through specialization resulted in an ex-
panding network of human relationships. The theory of the division of labor, there-
fore, is able to serve as the analytical tool for explaining the emergence of society as

the result of human action but not of human design. As Mises explained this process:

The law of association makes us comprehend the tendencies which resulted
in the progressive intensification of human cooperation. We conceive what in-
centive induced people to not consider themselves simply as rivals in a struggle
for the appropriation of limited supplies of means of subsistence made available
by nature. We realize what has impelled them and permanently impels them to

27 Mises, Human Action, p. 230.

28 Adam Smith, The Wealth of Nations Book I, Chapters 1-3 (New York: The Modern Library, 1937 [1776]),
pp. 3-21; Piero Sraffa, ed., The Works and Correspondence of David Ricardo, vol. I: On the Principles
of Political Economy and Taxation (Cambridge: Cambridge University Press, 1951 [1821]), pp. 128-49;
Jean-Baptiste Say, A Treatise on Political Economy, or the Production, Distribution, and Consumption
of Wealth (New York: Augustus M. Kelley, 1971 [1821]), pp. 90-99; John R. McCulloch, The Principles of
Political Economy, with Some Inquiries Respecting Their Applications (New York: Augustus M. Kelley,

1965 [1864]), pp. 37-46, 85-116.
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consort with one another for the sake of cooperation... Thus we are in a position
to comprehend the course of human evolution.?’

The theory of the division of labor and comparative advantage becomes the basis
for a “science of society.” A foundation is laid for the theory of market relationships,
the interconnections between supply and demand, and the network of market prices
for finished goods and the factors of production. The way is opened to understand-
ing the “inevitable laws of the market and exchange,” which is “one of the greatest
achievements of the human mind.”*°

Out of the classical economists’ theory of the division of labor there now comes
the classical-liberal “philosophy of peace and social cooperation,” which is the ba-
sis “for the astonishing development of the economic civilization of [our] age.”*! The
greater material productivity of a peaceful division of labor, Mises explained, provides
the means for the development of what we call civilization. The means are now pro-
vided for leisure and the peace of mind required for art, literature, and scientific and
philosophic reflection.

Men increasingly become differentiated from one another, but not only in the
specialized tasks and skills through which they find their place in the division of la-
bor. They also differentiate themselves by developing their individual personalities,
thanks to the greater abundance of resources and free time with which they can cul-
tivate the pursuits that most interest them. Individualism, meaning man as distinct
from the tribal mass and unique in his character and qualities as a singular human
being, is a product of the extension and intensification of the division of labor.>?

At the same time, the division of labor and its law of association are the foun-
dation for a philosophy of world peace. Through specialization and exchange, men
become allies against the niggardliness of nature. No longer are individuals and na-
tions opponents, where the improvement of one requires a loss to another. Instead,
all benefit from everyone’s talents, industry, and creativity.

2% Mises, Human Action, pp. 160-61.

30 Ludwig von Mises, Interventionism: An Economic Analysis (Irvington-on-Hudson, N.Y.: Foundation
for Economic Education, 1998 [1941]), p. 24.

31 Ludwig von Mises, Socialism: An Economic and Sociological Analysis (Indianapolis: Liberty Classics,
1981 [1922]), pp. 55-56, 268-69.

32 Mises, Socialism, pp. 256-72; Human Action, pp. 157-74.
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Competition, both within and between nations, is no longer a life-and-death
struggle. The competitive market process becomes the peaceful procedure through
which each member of society finds his most productive and profitable niche for
improving his own circumstances by furthering the ends of others. Again, Mises cap-
tured the essence of this great social process:

All collaborate and cooperate, each in the particular role he has chosen for
himself in the framework of the division of labor. Competing in cooperation
and cooperating in competition all people are instrumental in bringing about
the result, viz., the price structure of the market, the allocation of the factors of
production to the various lines of want-satisfaction, and the determination of
the share of each individual.??

The world, therefore, becomes one community of free men who, though separated
by time, distance, and interest, are peacefully guided to assist one another by the
information and incentives supplied by market prices. People’s buying and selling
determine the patterns of production that best serve the wants and needs of all hu-
manity. The market economy thus is the means to the peaceful unity of mankind.

7 The Political Economy of Freedom

None of these Austrian insights about man and the market is compatible with the
positivist, historicist, and neoclassical economic views of the world. Reduced to
physical object or mathematical function, man is stripped of his most essential
human qualities. What are intention and imagination, choice and creativity, if the
human mind is banished from social and economic analysis? What meaning, there-
fore, does freedom have when man is merely a measured magnitude or a dependent

variable in a system of simultaneous equations?

It should not be surprising that so many members of the Austrian School of
economics have also been classical liberals — defenders of individual liberty, private
property, and the market economy. Once you see the individual as thinking, creat-

ing, and acting man, with so much potential within him, who can tolerate the idea

33 Mises, Human Action, p. 338.
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of making him the slave to another’s will - of denying him his humanness? Once
you comprehend the majesty of the market order, in which each man is free to follow
his own plans while advancing the welfare of others, who can want to restrict him to
the dictates of a central planner or political intervener? Once one understands the
significance of prices for social coordination within the market process, who can pre-
sume to have the knowledge and ability to command humanity’s consumption and

production?*

It is no wonder, therefore, that so many of freedom’s friends have been influenced
by the Austrian economists. In the last 100 years, they have been the true political
economists of liberty. The Austrian School of economics has enriched our under-

standing of the market economy and advanced the cause of freedom in our time.
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1 Introduction

A number of development economists have advanced the idea that the key obstacle
to economic growth in less developed regions is the insufficient level of entrepreneur-
ship. This problem arises because markets do not generate adequate incentives to re-
ward entrepreneurship. Thus, entrepreneurship is seen as having some public good
characteristics. In particular, Hausmann and Rodrik (2003; 2005), Iyigun and Rodrik
(2004) and Rodrik (2004) have focused on a new type of entrepreneurship-related
externality that prevents the market from working efficiently - “information exter-

nality”.

As the information externality argument goes, exploiting new business opportu-
nities has considerable positive externalities for other entrepreneurs, who can learn
about the profitability of certain ventures and can act accordingly. This means that
entrepreneurship will be under-supplied and that government should correct mar-
ket failure, providing proper incentives in order to reach the optimal level of en-

trepreneurship.

This paper attempts to refute this argument and implicitly outline an alternative
view of the relationship between entrepreneurship and development. It uses Haus-
mann and Rodrik’s thesis as an example of this approach and criticizes the claim that
entrepreneurship presents positive externalities which prevent the optimal allocation
of resources. Its goal is to demonstrate that despite the supposed discovery of new
market failures, the case for government intervention is no better at the present than
it was decades ago. In particular, the objective is to show that Austrian economists
have addressed issues regarding the relation between entrepreneurship and develop-
ment, and successfully answered the argument that government policy can improve

market outcomes.

The paper is organized as follows. The next section presents the case for govern-
ment intervention advanced by Hausmann and Rodrik. Section two explains the role
of entrepreneurs in the economy. In section three, Hausmann and Rodrik’s model
of market failure is shown to be irrelevant because of the nonrealistic treatment of

uncertainty in social life. Section four demonstrates that the information externality
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theory of entrepreneurship is inconsistent on its own terms. Section four concludes

the paper.

2 Information Externality in Entrepreneurship

Rodrik and Hausmann are considered two of the best economists in the field of de-
velopment economics at the present. Their recent contribution lies in rebuilding the
case for development policy after this seemed to be definitively compromised during
the last decades of successive failures of different “models of development”. More pre-
cisely, Rodrick and Hausmann have discovered a new problem in the functioning of
the market economy, which the government is able to alleviate in order to generate

an optimal rate of growth.

From the very beginning, Hausmann and Rodrick prefer to assume, as early devel-
opment economists, that the free market is inherently flawed.?> Then they attempt to
build a strategy for government intervention to correct market weaknesses and foster

development.

For Rodrick, at the root of economic growth is innovation that enables productiv-
ity to grow (Rodrick 2004, p. 4). Innovation, in turn, is the product of entrepreneurial
activity, the task of which is to “discover” the set of goods that need to be produced.
This undertaking is, obviously, a tricky job. For entrepreneurs, economic theory,
management abilities and technological knowledge are of no help. The main prob-
lem is the uncertainty about the outcome of entrepreneurial actions.? If making the
right investment decision is so difficult, one could expect the reward for successful
undertakings to be accordingly high. Yet this is not so. As Hausmann and Rodrik
(2003, p. 4) argue, “the initial entrepreneur who makes the ‘discovery’ can capture

only a small part of the social value that this knowledge generates”.

The situation is, in Hausmann and Rodrik’s opinion, similar to the problem of gen-

2 “I start also from generic market failures, but then I take it as a given that the location and magnitude
of these market failures is highly uncertain” Rodrik (2004, p. 3).

3 “Most fundamentally, market prices cannot reveal the profitability of resource allocations that do not
yet exist. (In general equilibrium theory, this is finessed by assuming that markets are “complete” and
there is a price for everything.) The returns from investing in non-traditional activities are therefore
hazy at best” Rodrik (2004, p. 7).
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uine innovation (in developed countries). As the argument goes, private economic
agents allocate less than the optimal amount of resources in R&D activities, because
they cannot capture all the benefits resulting from innovation; a part of them simply
accrue to society.* Therefore, here is a typical externality problem. In developed
countries the government can solve this particular market failure by subsidizing re-
search and innovation or by granting patents to the producers of brand new goods.
The issue is slightly different in developing countries. Here, the task of entrepreneurs
is not to come up with an original product, but to ‘discover’ that a certain good, al-
ready established in world markets, can be produced at home at lower cost” (Rodrik
2004, p. 9). Like genuine innovation, discovering what good deserves to be produced
is an activity that has socially positive effects. If the entrepreneur succeeds in his
undertaking, he will soon be challenged by other individuals who will imitate him and
start identical production processes. However, the entrepreneur who fails to identify
the right product bears the whole cost of his venture. Thus, each entrepreneur has
strong incentives not to go first in discovering the profitability of a new venture, but
instead wait for others to undertake the project, and then imitate them. The outcome
is that there will be a less than adequate level of investment in new projects. Unfor-
tunately, there is no policy to address the market failure arising from the imitative
nature of human beings. The logical consequence, in the authors’ opinion, is that
“free entry makes the non-appropriability problem worse, and undercuts the incen-
tive to invest in discovering what a country is good at producing. Laissez-faire cannot
be the optimal solution under these circumstances, just as it is not in the case of R&D

in new products” (Hausmann and Rodrik 2003, p. 6).

In order to alleviate the problem, the authors argue for an upgraded industrial pol-
icy, which should include trade protection, temporary monopolies, fiscal incentives
and subsidized credit for the entrepreneurs engaging in new production processes.
The state should manage carefully the provision of rents to avoid being captured by

the various interest groups:

We recommend generically a carrot-and-stick strategy. Since self-discovery
requires rents to be provided to entrepreneurs, one side of the policy has to take

4 A succinct presentation and critique of public subsidization of research can be found in Wallsten
(2000).
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the form of a carrot. This can be a subsidy of some kind, trade protection, or the
provision of venture capital. Note that the logic of the problem requires that the
rents be provided only to the initial investor, not to copycats. To ensure that mis-
takes are not perpetuated and bad projects are phased out, these rents must in
turn be subject either to performance requirements (for example, a requirement
to export), or to close monitoring of the uses to which they are put. In other
words, there has to be a stick to discipline opportunistic action by the recipient
of the subsidy. (Rodrik 2004, p. 11)*

3 Entrepreneurship and Institutional Framework

A number of considerations prompt us to claim that Hausmann and Rodrik’s model
of market failure in development does not enrich the understanding of how entre-
preneurship contributes to development, is unrealistic, and internally inconsistent.

In what follows, we will analyze some of its weaknesses closely.

Although Hausmann and Rodrik do not provide a definition of what they under-
stand by entrepreneurship, after reading their argument one cannot avoid a simple
conclusion. In the authors’ perspective, entrepreneurs represent a class of individuals
(businessmen) who are inhibited from pursuing their actions because of the inade-

quate rewards provided by the market mechanism.

This account of entrepreneurship is unrealistic. Entrepreneurship can be defined
as an immanent function of human behavior (Mises 1949, pp. 252-253; Kirzner 1973;
1992). All human decisions concerning the allocation of resources are taken in uncer-
tainty. Individuals intend to improve their future wellbeing, and consequently, they

are required to anticipate the development of economic conditions.

Since entrepreneurship is an inherent aspect of human action, it is pointless to
analyze the market process in terms of density of entrepreneurial activity. We can-

not properly speak of an inadequate level of entrepreneurship, because all existing

> In Rodrik’s opinion, there is nothing wrong in principle with such a policy. The failure of industrial
policy in Latin America and other parts of the world is not explained by the intrinsic contradictions
of government policy, but by the inability of certain governments to put in place a correct policy.
See Rodrik (2004, p. 1). Curiously, Rodrik’s favorite example of “smart” interventionism is South
Korea, and this despite the fact that the “Asian model” of development has been compromised in
most people’s eyes by the economic crisis 0f 1997.
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economic activity is entrepreneurial in the sense that it is always speculative, coping
with uncertainty, and attempting to discover new and more profitable investment op-
portunities. Consequently, we cannot conclude that the market fails because it does
not reach a higher density of entrepreneurship, and that this prevents the optimal

allocation of resources and economic development.

Human actions enhance overall welfare to a higher or lesser degree, depending
upon the institutional environment within which they are exercised. Institutions
frame human behavior and result in a pattern of incentives and constraints that
shape individual activity. The existence of certain institutions (essentially, private
property and economic freedom) stimulates individuals to undertake productive ac-
tivities, while a different institutional framework (heavy government regulation of the
market, taxation and corruption) creates incentives for unproductive entrepreneur-

ship.

Contrary to Iyigun and Rodrik (2004, p. 32), the level of entrepreneurship does
not depend on the magnitude of rents created by government policy. Entrepreneurial
spiritis inherent in any human action. People do not undertake more or less activities
depending upon the institutional framework established by policymakers. Different
policy strategies influence only the payoff of different activities and thus, the type of
entrepreneurship exercised at a given moment. The presence of heavy regulation, in-
dustrial policy, and unclear definition of property rights encourages the development
of unproductive entrepreneurship. Adequate policy reform cannot result in increas-
ing the number of entrepreneurs but, by granting more economic freedom, should

provide incentives for the development of productive behavior.®

Besides adopting an inadequate perspective on entrepreneurship, Hausmann and
Rodrik’s argument is unfeasible on its own grounds. In the next sections we explore in
more detail some of its shortcomings. We prefer to leave aside the general weaknesses
of the theory of externalities and public goods — which have been comprehensively
analyzed by Block (1983), Hoppe (1989), Hummel (1990) and Holcombe (1997) - and
focus instead on the particular case of externalities in entrepreneurship.

6 See Coyne and Leeson (2004, p. 4, table 1) for a short description of the institutional framework
conducive to productive entrepreneurship.
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4 Uncertainty and Entrepreneurship

In Hausmann and Rodrik’s model (2003, p. 6), there are two main production possi-
bilities: entrepreneurs may choose between production of “traditional” goods, “where
there is no uncertainty”, and production of new goods, which has “uncertain produc-
tivity”. This is hardly a realistic description of reality. For the economists who accept
the distinction between uncertain investments and safe production, the implications
of Hausmann and Rodrik’s model are more comprehendible. By definition, the im-
possibility of capturing all the benefits from investments in modern (uncertain) ac-
tivities forces entrepreneurs to take refuge in traditional (safe) production activities.
For Hausmann and Rodrik, the main task the government and businessmen have to
accomplish is to find the set of new activities, with significant spillover effects, which
can accelerate growth.” Then, through the fine tuning of subsidies and penalties,
entrepreneurs can be induced to develop these activities, and the market failure is

corrected.

The artificial assumption of the model obscures the truth that any activity is in-
herently uncertain. As Mises (1998, p. 805) noticed, the “owner of capital does not
choose between more risky, less risky, and safe investments. He is forced by the
very operation of the market economy, to invest his funds in such a way as to sup-
ply the most urgent needs of the consumers to the best possible extent”. Therefore,
entrepreneurs have no possibility to avoid the market pressure to change production
according to consumers’ wishes. They cannot refuse to adjust production because
the uncertainty is too high. When entrepreneurs do not undertake an investment

project, it is always because of the higher profit they expect to obtain elsewhere.

In fact, one could argue that government policy is a constant source of uncer-
tainty. Through its constantly changing regulations and provision of rents - trade
protection, legal monopolies, fiscal privileges etc. — the government enhances or di-
lutes the uncertainty associated with the operation of specific industries. Very often
what is considered to be a lack of “entrepreneurial spirit” is caused by an institutional

framework adverse to productive activity and economic growth (Coyne and Leeson

7 Empirically, the authors illustrate their argument with the establishment of software research in In-
dia, the cut flower industry in Colombia, the salmon industry in Chile - where the state played an
important role - and several notorious transfers of technology realized by private entrepreneurs.



112 New Perspectives on Political Economy

2004, p. 236). Entrepreneurial behavior is dependent on the political institutions that

govern the market process.

Any entrepreneurial initiative is new, in the sense that it has not been tried before.
Rodrik’s “imitators” who undertake additional investments in a certain line of produc-
tion do not simply copy previous successful ventures. They are still entrepreneurs,
and they have to discover whether it pays or not to invest additional resources and
enlarge a certain production process. Because of the ever-changing economic condi-
tions, entrepreneurs must continuously judge the opportunity of continuing invest-
ment in an established process of production. As Boettke and Coyne (2005, p. 202)
explain: “Given the presence of uncertainty, entrepreneurs (and all economic agents)
must always speculate to some degree on what the future will bring. As time passes
and new data become available via entrepreneurial discovery, past uncertainty is re-
moved and new uncertainty is introduced.” Therefore, past empirical knowledge is a

poor guide for future action.

Besides these considerations, why is new necessarily better? The degree of novelty
of additional investments can be discovered only by entrepreneurial experimentation,
and one cannot postulate a priori that new (that is, original, never attempted before)
investments are more profitable than old (traditional) investments. Our authors fail

to offer a satisfactory answer to this question, as to many others.

5 Entrepreneurship, Discovery and Imitation

The externality in entrepreneurship argument is built around the idea that entre-
preneurs who discover new business opportunities signal to others the opportunity
to extend their own businesses. Boettke and Coyne (2003, p. 78, footnote 7) have
noticed the same idea: “The entrepreneurial aspect of human action is, in a sense,

self-sustaining since it creates an environment of further discovery”.?

This process of knowledge spillover represents the basis for Hausmann and Ro-
drik’s assertion that the state should mitigate the problem of informational exter-

nalities by supporting entrepreneurial initiative. The leakage of knowledge resulting

8 For a critique of the view that entrepreneurship will be under-supplied because of this externality
problem, see Boettke and Coyne (2005).
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from the entrepreneurial discovery of profit opportunities is considered a variant of

the externality problem associated with innovation. As the authors argue:

The problem faced by potential entrepreneurs in developing countries is
identical to the problem faced by innovators in the advanced industrial coun-
tries. However, the policy environments facing the ‘innovators’ in the two set-
tings are quite different. Typically, the intellectual property regime protects
discoverers of new goods through the issuance of temporary monopolies, i.e.,
patents. But the investor in the developing country who figures out that an exist-
ing good can be produced profitably at home does not normally get such protec-
tion, no matter how high the social return. Indeed, ease of entry by competitors
(i.e., imitators or copycats) is normally judged to be an important indicator of
how well markets function—the lower the barriers to entry, the better. Free en-
try makes the nonappropriability problem worse, and undercuts the incentive to
invest in discovering what a country is good at producing. Laissez-faire cannot
be the optimal solution under these circumstances, just as it is not in the case of
R&D in new products. (Hausmann and Rodrik 2003, pp. 5-6)

However, both the assumption that the patent system is essential for protecting tech-
nological discovery and the implication that developing countries need an analogous
system to protect entrepreneurial discovery are unwarranted. First, the merits of the
actual patent system have been contested by an number of writers.® It is arguable
that this system is consistent with the institution of private property rights or that
it fosters innovation. Secondly, economic discovery of profit opportunities is differ-
ent by nature from technological advance or scientific breakthrough, because it is

intrinsically linked to any human action.

The fact that “knowledge acquired in the process of discovering one’s costs spills
over to other potential entrepreneurs” (Hausmann and Rodrik 2003, p. 5, footnote 5)
has no economic meaning. Relevant knowledge is specific knowledge, depending on
circumstances of time and space. In fact, nobody is interested in acquiring knowledge
as such, but only information specific to his own actions. For example, what matters
is not whether other individuals posses my knowledge of using a certain subway train

° For a review of the literature and a critique of intellectual property rights, see Kinsella (2001).
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to arrive to a specified destination, but if they consider it useful or not for their own

purposes. As Hiillsmann (1999, p. 63-64) says:

Entrepreneurial decisions are not taken in a time-and space-less vacuum,
but under specific conditions, which permit the successful performance of some
actions and preclude the success of other actions... Entrepreneurial judgments
are “historical” judgments, that is, they have to grasp the unique combination
of circumstances that actually prevails and to anticipate, in the light of ongoing
events, the unique conditions that will prevail in the future.

Entrepreneurs have to discern always between relevant and irrelevant information,
and their choice of accumulating additional information results not from passively
incorporating signals spread by other entrepreneurs, but from their judgment of mar-
ket conditions.

Rodrik’s claim that if leave it to the market, innovation will be insufficient because
the innovator “has to share the value of his discovery with other producers who can
follow (my emphasis) his example and flock into the new activity” (Rodrik 2004, p. 9)
is wrong. The basic issue concerning the attitude of other individuals is not whether
they can expand their business following their fellows, but if they should adopt such
a course of action. Imitation is a very simple action, or rather, reaction. It repre-
sents an option available not only for human (mentally healthy) adults, but also for
other human beings and non-human beings. Entrepreneurs, however, must judge

the opportunity of any activity, including imitative behavior, and act accordingly.!?

Moreover, we should not overlook the fact that to imitate somebody’s action sup-
poses that the imitator has to incur some costs, just like any other acting person.
Competitors appear only if they estimate costs are lower than the discounted marginal
income to resulting from production (which means the existing supply is not right).

One should not assume, as Rodrik does, that this situation is the only possible case.

10 As Mises (1998, p. 582) explains: “What distinguishes the successful entrepreneur and promoter
from other people is precisely the fact that he does not let himself be guided by what was and is, but
arranges his affairs on the ground of his opinion about the future. He sees the past and present as other
people do, but he judges the future in a different way [...] If the present structure of prices renders
very profitable the business of those who are today selling the articles concerned, their production
will expand only to the extent that entrepreneurs believe that the favorable market constellation will
last long enough to make new investments pay. If entrepreneurs do not expect this, even very high
profits of the enterprises already operating will not bring about an expansion.”
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Still another problem with the imitation argument is that it proves too much. If
imitation is such an effective course of action, we shall expect people to behave like
a herd. Moreover, one could wonder why one would act at all, given that imitation
pays for itself and private returns to new actions are so low. Yet herd behavior is too

easy a refuge for those lacking a reasonable explanation of human action.

It should not be forgotten that, in a larger sense, appropriability is never abso-
lute or, to put it differently, imitation is always possible. One may see the “leakage”
of information about investment opportunities as similar to the “theft” of any other
economic good. But nobody has argued that theft - or, for that matter, imitation -
should be prevented at all cost (Demsetz 1969, p. 10).

Further, there is another problem with the argument that the danger of imita-
tion prevents entrepreneurs from discovering profit opportunities. Ease of entry is
another name for high exclusion costs. The idea that ease of entry undermines en-
trepreneurial actions boils down to the thesis that exclusion costs make more diffi-
cult economic initiatives. But this is misleading. There is no such thing as cost-free
action. Exclusion costs, like transportation costs or labor costs are economic costs
which must be taken into account before deciding upon the allocation of resources.
The fact that the height of exclusion costs discourages some action is no more rel-
evant than the fact that high transportation costs prevent a doctor from selling his
services to a distant customer. If we pursue the argument to its logical conclusion, we
should maintain that this is a good reason for state subsidization of the doctor’s long
distance activity.!! But this is hardly acceptable. Therefore, it is obvious that one can-
not derive any sound conclusion by comparing real world situations with the (perfect

competition-based) model of Hausmann and Rodrik, where free entry is costless.

Last, but not least, the imitation argument does not lead to where its advocates
intend to arrive. Suppose individual X engages in discovering the cost of producing
good Y. His action can have only two possible outcomes: either it ends with a profit
or with a loss. Rodrik maintains that discovering a profitable opportunity has great
social benefits, because it fosters the efficient allocation of resources. But what if X
fails in his venture? Does not society owe something to him because he discovered

11 For a similar observation with regard to the argument that the mere existence of costs prevents the
optimal allocation of resources, see Demsetz (1969, p. 7).
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(unintentionally) what business is not efficient to undertake and, therefore, has re-
duced the range of opportunities that have to be explored by entrepreneurs?'? As can
be easily observed, this will absurdly imply that government should provide subsidies
to all entrepreneurs, because each of them helps - one way or the other - society to

improve the allocation of resources and accelerate development.

6 Correcting Market Failure in Entrepreneurship: A Final Critique

Leaving aside the criticism outlined above, how could Rodrik’s argument that en-
trepreneurship will be under-produced because of inadequate incentives be proven?
What criteria should be used to find whether or not a certain type of entrepreneurship
is under-supplied? Obviously, the question how many entrepreneurial opportunities
exist and how many initiatives capture these opportunities is an empirical question
(Htlsmann 1999, p. 64). But one cannot discover the number of entrepreneurial op-
portunities and compare it with the number of exploited opportunities, because all
one can notice is the number of entrepreneurial initiatives undertaken at a certain

moment.

Hausmann and Rodrik acknowledge implicitly the difficulty of finding an em-

pirical proof for their argument when they maintain that:

Looking for systematic evidence that successful investments are rapidly
copied is a self-defeating strategy because there shouldn’t be much evidence of
this sort to the extent that our model does capture an important part of reality.
Entrepreneurial initiatives of this kind should tend to remain episodic, almost
random events - not systematic ones... Similarly, if we were to learn that many
successful new firms from developing countries operate with technologies that

12 A simple example will clarify the issue further. Imagine there are two roads leading to a certain
destination, and a group of individuals undecided which way they should take. Each individual may
choose not to be the first starter, but wait for others to go check which way is shorter and then follow
the people who made the right choice. One could say this is a case for subsidizing the individual
who discovers the shorter road, since his action benefits the entire group. But why not subsidize the
individual who takes his chance and (unfortunately) discovers the longer road? Does not his action
equally help the group in making the right decision?
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are hard to copy or have devised successful strategies of product differentiation
(with protection against imitative entry), this apparently contradictory finding
may in fact be quite consistent with our model. After all, a direct implication
of our argument is that only investments that provide such protection will be
undertaken in equilibrium. (Hausmann and Rodrik 2003, p. 18)

In other words, the impossibility of an empirical validation of their assertions does
not discourage the authors to maintain their thesis. On the contrary, by a switch of

argument, they assume that this observation supposedly defends their argument.

It is quite easier, rather, to use the overwhelming empirical evidence to criticize
the information externality theory of entrepreneurship. As Boettke and Coyne (2005,
p. 209) point out, “in fact, our historical experience with markets defies what nar-
row economic theory might dictate. Entrepreneurs capture profits by exercising the
knowledge they have of ‘time and place’ and revealing the information they are in

possession of through their actions in the marketplace”.

Even if we overlook the difficulty of proving empirically the hypothesis that en-
trepreneurs fail to exploit all profit opportunities, the conclusion that government
should support the entrepreneurial search for profitable investments is equally dif-
ficult to implement. In particular, Rodrik’s provision that government should offer
subsidies only to new activities is questionable. In the author’s view, “the main pur-
pose of industrial policy is to diversify the economy and generate new areas of com-
parative advantage... ‘New’ refers to both products that are new to the local economy
and to new technologies for producing an existing product” (Rodrik 2004, p. 21). But
this has no practical relevance at all, and it opens the Pandora’s Box of government
abuses, rent seeking, and waste. Is building inter-continental missiles or intelligence
satellites new enough? Is growing bananas in Russia or cocoa trees in the United
States not a new activity? Well, one cannot be sure if all such new activities are profit-
able, but at least governments are encouraged to pump in money and help business-
men find the answer. Moreover, state bureaucrats need not let the fear of wasting
resources restrain them from channeling funds toward their preferred projects, be-
cause making mistakes is inevitable. “If governments make no mistakes, it only means
that they are not trying hard enough” (Rodrik 2004, p. 25). It results logically that

Rodrik sets no limit for government subsidization programs.
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The case for subsidization can be helped if we confine it only to successful ven-
tures and not to “new” activities in general. That is, government should rather dis-
tribute prizes to those who have demonstrated their superior ability in forecasting
consumer needs. In this case, Hausmann and Rodrik have to acknowledge that the
government needs to stop operating an industrial policy or (market failure-correcting
policy) and start a simple redistributive policy.!> But then, the importance of these
writers’ contribution to development economics and industrial policy evaporates, be-

cause there is no solid economic or ethical ground for redistribution.

An additional question, to which Hausmann and Rodrik offer no satisfactory an-
swer, is how the new investments are to be financed. According to the information
externality theory of entrepreneurship, the financial market does not provide a proper
solution, given that the market is too blind to finance the “longer term and riskier” in-
vestments in development of new products.'* As a consequence, the state should sup-
port investment through funding development banks and venture funds, and provide
public guarantees for long-term investment projects that cannot fulfill the require-
ments of private bankers. There are several problems with this opinion.

First, in order to see if it is economically efficient to support entrepreneurship in
new investments one has to compare the benefits derived from subsidization (a higher
level of entrepreneurship and a more complete exploitation of profit opportunities)
with the costs associated with government interventionism (a larger bureaucracy, a
higher level of taxation and rent-seeking, and eventually a weaker incentive to work
and produce goods demanded by the public). But there is no infallible method for
this type of calculation.

First, public investment funding distorts the functioning of the capital market
and falsifies the time preference of individuals. Because the state interferes with the
market allocation of saving, a process of crowding out will put private (unprivileged)
entrepreneurs in the position of being unable to undertake investments necessary to
provide consumers with the goods they desire.!®

13 In fact, any government policy implies redistribution.

14 This is a strange consideration, given that many critics of the free market share an opposite idea, and
blame the market for gambling too many of society’s resources in high-risk investments.

15> Mises explains: “It is proposed that a railroad, the construction and operation of which does not
promise profitability, is to be made possible by a government subsidy. It may be, it is said, that the
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Secondly, subsidization represents an alternative method of financing business
plans. Even if entrepreneurs use public funds to start a new investment, they could al-
ternatively fund this project naturally, from private savings. If the government wants
to “correct” a market failure (and not to displace the market altogether), then it should
choose to finance those projects that are rejected by banks or any other private savings
institution. But this consideration immediately raises an insurmountable problem.
There are an immense number of investment projects private individuals would not
fund: transportation to the moon, production of water using chemical reactions, re-
placement of today’s car engines with solar energy propulsion etc. Does the market
failure argument imply that government should support all these projects? If not,
what criteria should be used to divide between worthy and unworthy investment

ideas? All these questions can hardly be answered in an unambiguous way.

7 Conclusions

In this paper I have tried to address some of the more important problems asso-
ciated with the information externality theory of entrepreneurship, as exposed by
Hausmann and Rodrik. In particular, I have shown that these writers’ argument that
the market fails to provide sufficient entrepreneurial actions is based on a misunder-
standing of the notion of entrepreneurship. Further, Hausmann and Rodrik’s thesis
cannot be defended empirically and is internally inconsistent, and, thus, it fails to ad-
vance the case for industrial policy. Overall, the attempt to theorize new market fail-
ures and build a solid framework for market-correcting policies has to be considered

unsatisfactory.

railroad is not profitable in the usual sense of the word and that, therefore, it is not attractive to en-
trepreneurs and capitalists, but it would contribute to the development of the whole region. It would
promote trade, commerce, and agriculture and thus it would make an important contribution to the
progress of the economy [...] This reasoning is thoroughly mistaken [...] Certainly, these subsidies
contribute to the economic development of a region where otherwise less would be produced. But
the production increase in the part of the country thus favored by the government’s railroad policy is
to be contrasted with the burden placed on production and consumption in those parts of the country
which have to pay the costs of the government policy.”
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All serious students of political economy should read The Myth of the Rational
Voter. It attempts to answer one of the most important questions in political economy
- why democracies choose bad policies. Caplan’s answer is bold. He claims that
governments do not fail to produce good outcomes because of special interests or
self-interested bureaucrats or politicians. Instead, he argues that voters largely get
the policies they want, but voter beliefs on economic issues are irrational and sys-
tematically biased. He does this while arguing that even though traditional neoclassi-
cal theory assumes rationality, he is well within that framework. Voters are rationally
irrational.

Traditional Virginia School public choice theory explains that democratic govern-
ments fail to do what is efficient because voters are rationally ignorant about public
policies and what politicians do, allowing politicians and special interests to hijack
the political system for their own private benefit. The evolution of Chicago School
public choice from Stigler to Becker and ultimately Wittman is the main challenge
to this view.! Wittman argues that democratic failure is a myth. He contends that
behind every theory of democratic failure is an assumption of serious lack of compe-
tition, excessively high negotiation costs, or extreme voter stupidity. Wittman argues
that economists who are extremely skeptical of these assumptions in markets should
also be skeptical of them in the political arena. Wittman argues that none of these
assumptions hold and thus democratic outcomes are efficient. The Myth of the Ra-
tional Voter’s greatest strength, and ironically its greatest weakness, is that it steps
inside Wittman’s framework and tirelessly argues that a single assumption, extreme
voter stupidity, is in fact correct. His conclusion is that even with the Chicago School

framework, democratic governments fail to select efficient policies.

Caplan argues that extreme voter stupidity, which he equates with irrationality, is
both empirically supported and is consistent with neoclassical economic theory. It is
the next logical step from rational ignorance. In the political sphere, the benefit or
cost that accrues to the individual voter as a result of his vote is virtually zero. Because
there is a positive cost associated with acquiring enough information to cast a well-

informed vote, individuals make the rational decision to remain ignorant. Caplan,

1 See Wittman, Donald. 1995. The Myth of Democratic Failure: Why Political Institutions Are Efficient.
Chicago: University of Chicago Press.
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like Wittman and mainstream economics, equates ignorance with random noise such
that errors are normally distributed with a mean of zero. But Caplan argues that
because the cost of a vote with negative consequences is zero, voters are not only
rationally ignorant, they are also rationally irrational where the mean error is not

zero and that this has serious consequences for the efficiency of democracy.

If there is a benefit to irrationality - if people derive utility from holding a belief
in a policy that will not produce the intended outcome - as the price of irrationality
falls, people will consume more of it. The cost of consuming irrationality in a market
setting is high, as individuals bear the costs of decision-making, but in the political
context, indulging irrational beliefs in the voting booth has an expected cost of nearly
zero, since one vote is not going to change the outcome of the election. Individual
utility maximization leads people to vote for irrational policies. Individually rational
decisions thus produce inefficient outcomes for society. This is the essence of Caplan’s

rational irrationality.

Rationally irrational voters hold systematically biased views resulting in mean er-
rors which are not zero. The miracle of aggregation holds that for a large popula-
tion, even if 99 percent of the voters are ignorant, their ignorant views will not be
systematically biased one way or another, so they will cancel each other out in the
voting booth. The one percent of informed voters would choose the efficient policy.
So for the miracle to work the errors that ignorant voters make must be random - not

systematically biased.

Caplan provides empirical evidence that voter errors are systematically biased. He
uses the results of the Survey of Americans and Economists on the Economy,? a com-
prehensive data set on people’s opinions on a variety of economic issues. He compares
the opinions of laymen to that of “experts” (economists) and concludes that laymen
systematically suffer from anti-market, anti-foreign, make-work, and pessimistic bi-
ases. These results are robust even when controlling for socio-demographic charac-

teristics such as income, race, gender, and job security.

Because voters have incorrect beliefs about economic policy that are systemati-

cally biased a large and only partially informed voter population can still select in-

2 http://www.kff.org/kaiserpolls/1199-econgen.cfm
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efficient policies. Democracy does not fail because it does not give the people what
they want. Voter irrationality causes democracy to fail precisely because it does give

people what they want.

How can we get more efficient policies? Caplan hints at some electoral tweaks
such as restricting the franchise to the more informed voters, but his main solution
is restricting the scope of democratic decision making. In chapter, 8 Caplan con-
trasts “market fundamentalism” with the “religion of democracy.” He argues more
decisions should be made in markets where people are rational while fewer should
be decided democratically where they are rationally irrational. Although a good sug-
gestion, given that Caplan documents anti-market bias, it seems unlikely that a demo-

cracy would voluntarily move more decisions to the market.

Caplan’s book is an important contribution to the democratic failure literature.
His attack is strongest on Chicago School public choice. He steps inside the Chicago
framework, challenges one assumption and generates an entirely different conclu-
sion. This is a significant intellectual achievement. Chicago School objections to
Caplan’s book will likely center on whether systematically biased beliefs are empiri-
cally justified.?

The greatest weakness of Caplan’s book is related to this strength. In order to win
the intellectual battle against Wittman, Caplan too easily dismisses other causes of
government failure. Caplan writes, “Voter irrationality is the key to a realistic picture
of democracy” (p.3, emphasis ours). Caplan has done a good job demonstrating that
it is a key but has not demonstrated that it is the key. A tension running through the
book is whether it is a complement or substitute for traditional Virginia School public
choice. Both reach the same conclusion - democracies achieve inefficient outcomes -
but they arrive at it different ways. For Caplan the mechanism of failure is systematic-
ally irrational policy beliefs; for the Virginia School, it is rational ignorance coupled
with self-serving politicians and interest groups. Caplan seems to reject the impor-

tance of the traditional Virginia School mechanisms confining them to operating only

3 In fact, in an exchange in Econ Journal Watch published prior to the book Caplan and Wittman ar-
gued exactly this point. See: http://www.econjournalwatch.org/pdf/CaplanCommentApril2005.pdf,
http://www.econjournalwatch.org/pdf/WittmanReplyApril2oos.pdf,
http://www.econjournalwatch.org/pdf/CaplanRejoinderAugust2005.pdf,
http://www.econjournalwatch.org/pdf/Wittman2ndReplyAugust2005.pdf.
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on “margins of voter indifference” and sometimes showing they could actually mini-

mize the harm irrational voters would otherwise cause.

However, traditional sources of government failure should not be so easily dis-
missed. Virginia School public choice has produced counter arguments to all three
of Wittman’s assumptions. Negotiation costs can be high and there often is a seri-
ous lack of meaningful competition in the political realm. Also left out of Caplan’s
analysis is the source of the systematically biased beliefs. He dismisses the media
and current politicians as sources of the bias, claiming they only operate on margins
of indifference and pander to the biases that exist. But what about the educational
system the government often controls? Can that create biases that serve the interests
of the politicians? Does culture cause bias? Why are some places more or less biased

on the same policies than others?

These shortcomings do not detract from the importance of Caplan’s book. In
fact, they could be considered a public choice research program that his book might
inspire. Overturning general interest stories by explaining the rent-seeking interest-
group origin of many public polices has been an important public choice research
program. That program coupled with Caplan’s work provides a new research agenda.
It is an empirical question whether voter irrationality or interest groups have been
a more important source of democratic failure. Can some of the traditional rent-
seeking stories be overturned by explanations of irrational public opinion? Better
opinion data will clearly have to be gathered in the future to better test these com-
peting hypotheses. We believe that both standard Virginia School public choice and
“extreme voter stupidity” create democratic failure, but it is likely that neither is a uni-
versal explanation. In some cases failure is likely due to voter stupidity, and in others
interest groups are likely at work. It is an empirical question of which mechanism is

operating in which instance.

The second question this book leaves unanswered, what causes systematic bias,
also deserves to be explored. Caplan’s conclusion that democracy should be restricted
so there is more room for markets is a reasonable response to democratic failure.
However, another solution is to ask what causes systematic bias and to try to eliminate

it. This research question deserves to be further explored.
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The Myth of Democratic Failure is the most important public choice book pub-
lished in over a decade. It develops evidence of systematically biased voter beliefs,
shows how these systematically biased irrational beliefs are compatible with tradi-
tional neoclassical economic theory, and then shows how this bias is a cause of demo-

cratic failure. This book should inspire new public choice research agendas.
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