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INTRO

Neo -classical ecs. isa discipline based one choice.Sounds
good, except .Most of the choices the bud. "No Free Lunch " is the slogan.

H

L- 1A

#Whitover youwant, give up something else you want. NewDisuel

4.Sein tellsyou the apotyhomething you can't have what you want

#theywill an, each of those trade-offs leads us

into a blind alley, like Jobles Prosperity "Stagflation, "
+closing librenies to attrant business, starvingpeople to limit thepopu.

Result: skepticism ; apathy. defeation.

more rews.it Supply~ side ecs

H
Mhey offer compromise as us. recimeciliation,we , t -sum sobus.

a're retels aputhetic by nature ? No:"they get
inned on bypeople with who lead their out of
dismal trade-offs

They
+..when

3 wavesof

(Thatcler,etc.)
1480

3 people have done so:
De Reagan & Laffera ahodLower tux rates, raise

lown the Wedge Effect
Mied thefind out to be

complete fraud. No wonder people seat apatlatic
re not saying. We don't l'ave, but
you have souket links bette

a

come buck
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4 Hi cous, & hi

hi wages, public
servives, rely

fuum. can have itcap.
all.abundance.

4945 - worked pretty well. Encourage new
Raise MEC. Focus onto int full empl...

Depended on EMP. 1910s,Turned to askus it due to
inflation + Kun , Friedman , tuned dismal^

2) Keynes

hund choices...
+ payroll taxe
+ Warse,

#

1

~

stage

vely one inc. the

11

grow up...
Puind of Phillips curve - trade-off. Hund chesive__

got Worst of both worlds : STUGFLATIONIfindElectrifind theworld.

(3) Before that was H. George , too,
turned people on by saying Wecan have it cell.+

Moderno, can turn people on as he did, by{recPreviving that theme.

L-1B

- sacrifice - vaise

Iym .
Geogists have been intimidated by wo-parlevew-

the very people who throw that at thee
#come ilp

w. their own, & walk offe w. thevotes.
Googisthe sun.dull bes. we are talking about
who she pay for qurbage pickup

#H

or the me splitting philosophical hairs ;
on attacking each other for minor.hussies

Let's see how he wd. play today, on the big

* unlike the others, his policies never bonited out in
practive . 1900-20, mustmost propices in history.



Genge as Great Reconciler
Like Keynes, ec. of abundance, we can have itall ,

A...Common land & free wkts & modern
tr+

@
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H

#buy something

||

B

capitalism
Those dispossessed &

1.#
2

Rai'se wages, weate dumand; demand side eas

by terme
tule

+4

Iadow was support fout.
compensated in 3

Wayesuse one land:
To use lied, ourus wist hive worken,pay

que and ourwas mustproduce,fouch
sell

no...inflation

ow 1

O C

Cut the Gordian Kust. 4 dumand

@ a supply

☺~ TH®Lovers Welface & juil costs, freeing public funds

(3) A14 incintives
4 & equity

• III Intro :sophists had to work hard to
w the bottle

~ free up the mkt.

3 woways
& comme unturned.

there

L-1C

so wages will

Think about it, shd leave you breathless. Neo - classical
put that senie buck

~ E₁ Conteun urban sprauwe w/o.
wikt.
sutlement .

Lower tuxes on
In practice, werhatter: land tuxe. helps mullholders, so thatmore

took labon, but peoplebecouse owners.
who raising. Fulles on Kr.

Get both equity & effic. Theygo together
H

@ D. Raise Pay for schools, litanies, & p.w. w/o chrining uwayausun to how Wilson's dilemma....# bus.
to overriding

Work with nikt. to get infilling, compact

the
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OUTLINE , WALSH BEQUEST LECTURE , MACQUARIE UNIVERSITY , 22/9/93

NEO- CLASSICAL ECONOMICS AS A REACTION TO HENRY GEORGE

(The effects of George on current economic theory and policy)

1. 1879 , HG electrified the world by identifying a cause of
the boom/slump cycle , identifying a cause of inadequate demand
for labor , and , best of all , following through with a remedy .

INTRO

He moved into a yacuum . The Ecs . gurus of the day , even
more than today , were in a scolding mode , blaming unemployment on
faulty character traits and demanding austerity . That is what
leaders always do when they lack positive solutions .596

George , as you know , advanced a cost -push theory of slumps ,
where the optimism of a boom, the expectation raised by material
progress , caused land to become overpriced . This , he said , had
the same effect as a conscious monopoly by landowners , pricing
land out of reach . ) He recognized that the services of land
perish with the passage of time , giving landowners some incentive
to strike bargains ; but he noted that in contests of attrition ,
labor starves, while capital depreciates (he said " wastes " ) ,
giving landowners greater holdout power . First , speculation
overprices land during a boom ; second , holdout power keeps it
overpriced during a slump . There is the germ of a good theory
there one that fits a lot of facts .

We

He also alludes to the role of credit and capital . He
likens credit to a rubber band , which stretches to accommodate
problems , but finally snaps . That too , fits a lot of facts .
see lenders and entrepreneurs keeping production alive by buying
overpriced land on credit . They make out while rents keep
rising , but go snap when rents can rise no more .

The remedy , he said , is to dash cold water on rising land
prices by basing heavy taxes on current land prices . He then
went on to discuss several other virtues of such a system , and
give some history of land tenure , to which he devotes many scores
of pages .

Next week in Melbourne I will be discussing unemployment andits remedies . Today our topic is how the world of professional
economists responded to George's challenge , and countered its
threat to them and the interests they represented . It is a
fascinating study in applied sophistry .

III, Intro

Sapping the pillars of Georgist reasoning

1. Rewriting the dictionary
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@~ F... Raise turcs on

8 G. Full empl. w/ influ.

@

(1) In Attract

H

#
~ &H

deficits
# (D. I repeat myself? These things are worth repeating.

~ H. Eliminate The Wedge Effect while raising taken

prop, w/o repelling K.

& Tax cacan became

tt

SA

sop,
by virtue! of mymusic have more.

+ K w/o dilutining- resource base
Power of enlarging the

inkt. u cities per capita
than small owes .

Free luch !

L - ID

propressive, I pro-incentive, same time.

K. Enhance & conserve un while making jokes, ff. free wekt.
# ( by abouting unban spane.)

0. Let obviate unned p.w. by concentrating peopleon-bound

italready served.

11

E.g., keep there off floodplaius :
Keep silt out of rives, by keeping them off steep küll sicher

obviate long haud suburban highways .

ave
How did sophists suppress all that exciting good news ?

willend with that !! Next, see how they
worldling things now



(IV)

Lecture at Macquarie University
TITLE

THESIS

L- 1A

Australia used to the " The Lucky Country. The U.S.A. was
pretty lucky , too . We have a lot in common : we prospered
together . We both went through a period of taking HG seriously;
his ideas , and kindred ones , did well by us . Now we are still
together , but in decline .

INTRO

I. The Fruits of Neo-classical economics

For many years now , " neo-classical economics " has dominated
economic thinking and policy . It is better than what they had in
Eastern Europe , but neo-classical ecs . cannot take credit for our
market economy , much as they like to . We had a well - oiled market
economy long before we had neo-classical economics . They'll have
to do better than that . What can they claim as their heritage?

3.Here is what they have given done for Ws

A. Worsening condition of labor
1. Lower share of n.i. to labor ; more to property .
2. Falling real w.r. , from 1975 or so.
3. Rising homelessness , in spite of favorable income

tax treatment of residences , diversion of much capital into
residences . (To a ne -classical , those people sleeping on the
sidewalk are not homeless , they are engaged in home search ,
guided by rational expectations . )

4. Beggary in the midst of great wealth , and rapidly
developing technology (you might call it " progress and poverty"
I must remember that phrase ) .

5. Unemployment . It is so institutionalized now , they
define it away . Welfare habitues . -discouaged job seekers .6. Collapse of U.S. labor unions . This was supposed
to make labor cheaper , keep jobs home ; but they leave anyway .

lately. (My refs.One to 11.

B. Worsening condition of capital , in spite of the lower
share going to labor

by taxpayers .

1. Low returns on saving , and new investing .
2. Low rates of domestic saving ( implies high

consumption rates , which Keynes et al . said would save us ) .
3. Now , low rates of world saving? Japan drying up ;

"Bubble Economy " imploding .
4 .

capital .

1

—

SA

Growing obsolescence , slow replacement of old

Public . "America in Ruins . "
Private . Loss of steel industry , auto industry . Ancimitil

5. Collapse of lending instns : S &LS , banks . Bailouts s



from 5you'wages to 18.

C. High and rising concentration of wealth and economic

1. Higher share of n.i. going to property (rising
labor-price of land , for/ residential and business use)
Exemplified by farming ; also by residences. puts.fmr augn, make no jobs.Industrial mergers and acquisitions .

Farm concn ; falling no . of farms . No more refuge
for the unemployed , as before . *

4 . Inc. concn . rises, hly a little , because much of
measured income is labor . Wealth concn rises a lot .

5. Ongoing enclosure of common resourcesFisheries . High cost of licenses .
Clean air . Offset " rights , " tradable permits ,

$12.5b for McCaw . Wealth of Va .

Growth of user charges for parks , etc. frtze.Mofits. dent's
at Grand Canyon.

Air slots , gutes.

power .

etc.

2.
3.

Spectrum .
tycoon , J. Werner Kluge .

Highway tolls ; privatized highways
Water polln : tradable permits
Water use : from permits to prop rights , tradable

End of himnit
and unlimited .

mounted on his throughbred : 200,000 aus , subridized wtr.-allthe billabrugs.D. Rising social problems
1. Loss of community . Battles of sexes , of

generations , of ethnic segmatism.
Rise of greed ; apotheosis of greed ( " greed is

good" say custs, aping ayn havd.)

on subsidies , J. G. Boswell - talk about squatter,

social divisions , friaming F.,W.;Mandung .2. Crime
Personal insecurity
Property insecurity . Enormous social costs of

guarding against theft and trespass , + vandalisin - a symptome ofalimation.8. Falling literacy , numeracy . Closing libraries ;
shutting schools . ( Hue, turn them into salemmen forMcDonalds.) (JobsforPW B₂)2. Rioting , arson . Burning Love4.9. Underground economy .
tax avoidance . ) ( Hawkus, awriding sales tax.)5.444 Drugs , anomie .

L 2

1 .
2 .
3 .

E. Fall of national stature
1 .
2 .
3 .

(Tax evasion : the poor man's

Dependence on foreign raw materials
Dependence on foreign manufacturing .
Falling rank in measures of public health ,

education , welfare, wage rates , athletic performance etc
4. New colonialisme whiene buy land, also num fore fort.

F.B. Fullofpublic services a) Am. in Ruing b)]Theschools hadus read June Austen
& + Dickermus. Privatized TV gistes4GE.

us rape
murder of

kinky sex.
# Disturbed that top 5 % have 80 % of the land ? Solution: chim, the bottom 50%,
by defue, cut concu, in half.or werger. Now, top 5% are top 10 no

Rising share of taxes fall on labor , exchange .
Export of jobs .
Constant inflation

either



1.

I

ZNANA

A.INCESES purent solutions in form of trade-offs.
Ofter w. a towels of conclercussion .

1

H

is required
#lockstep... New

Ł

(

#. E.g₂ "puble mast grow up. Must leave that, to control

+ influ, hast accept intemplant.un
Malthus started it : for wages above starvation, must

give us sex. (That was before birth control-doesn't play

well today, in that white form.) Also, by implicu,-+
wust qui ifa encarrege playies, famine, wenfare , etc.

Patty Grom.Usome of "disualscience ")
Now, message Vous

grome more sophisticated.
B.H. It seems toget fullempl. We must give up (trude-ff)

1. quite a few things?

#

1

C₁

II. Solutions Officed by Nes-classical Ecs. (NCE).

L- 3

Stop influ ? Giveup fullempl,played out wishesthation.w.stagflation.

the
other

Ec growth

more miles, catch more fill. but more tosees,
∙H Stop the defivit ? Give up fullempl.

-Raise productivity ? Five people ; wipe out small
bus. Otherwise, can't compete internationally" "Untax props" otherwise, no OK form
nccided for productivity. jain

} ) A1ekK
Untax_cap,yair slow secoveryResult..."CoblessProsperity.

nonsense now sounds plausible .
To get efficiency, must trade of equity. Equity

consists, to them, of things like underpricing utilities

way. Jobs & res, use more in
up more rock, bun more coul, drive

HG said, use
-land betti, ie.

conserve land

such
(Polandvote Communiesback in.

Sydney

A

K
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LAN

J

[{

Did not define "prospuiby

{

=+

1

#
liber.lubn was mad. Mkt. ec. had brought prosperity, butsays

at the cost of his unempl, lower real wages, highen theres
Wdi seam Mornis Herald is infected w.ou labor

neo -claical ecsi!!!! JA ALLA



# for the occurs to them how oftere we
wholesale discounts

pon. (Rarely
+ sacrifice effic . for id equity,2.e.g.

for big indies.). Or progressive taxes on saluries,
+ 2! Also, to get incentives, wust give up equality=_-_

The wore inequality, the more incentivng. No watter
what causes inequality.

‡‡‡

Q. To get more equality, -must give up free wekt
and v.v.

Reciprocal causation is implied : Inequality
tients raises incentives, & motivated, fre people"
increase inequality a self- contained, circular
system, serving as in our voucher , dogmatically

# self- wident..

F

Thenew dynamic is privatization.
# get efficiency, mustgive up common
"rights. Privatization is the new panacea for
all resource problems. Firm up pop. r.ts., allow fee

+mkts. in eving thing.; {

a) Remember how theyused to intimiclate
bengists by accusing them of peddling a pauuren ?

In It's is panacea,
ilall the book's & dismiss itsay,

It's not that they're against panac es
it's that

I they have a different#

L-4

(4)iTo

enclosure.Mortuut.

2

w one.
(6) We've been here before. This is a new

It's The Manchester School , with
Remember

#
it's Free Trade in Land



#

George's commenton that it merely let landownershipImove faster to the form it touch to take the
form of concentration .

New panacea, new enclosue movement, nou
bering applied to even to the air. Robt lugersoll
said it! #01.20 years agothe Yf peoplecd, bottle

Well, they found a way, I'offret "xts" ; tradablepumits
# air, they wd .
+ they're doing it .ve doing it . _offret "rts ' ;

‡‡

c) dets. given in prope, to past offenses.
me in

kunumber HG`'s question : " Because a wine has nothed

thepast, in that cany reason to
# right to nob me in the future ?

him agrant perpetuiel...
Once thatgu. wasque

# auswired " Yes," nothing is tos abined to
happen & it is..

H

24

#t Wd. be OK ifthegovt sold the rts. Better
+ yet if rented or Marged for them on orgoning.basis..

14.But us : give in prop. topast theft. The thieves get behnid
it. Example:

H₂

2-5L

"Air, Give them a right,
Water

so we can This is the

buy it back. wicht. at
Work.

Pollu.
Supply- or subsidies too.

# Fisting. Licenses now worth $1m..
"New breed ofparlor fishermen who went out their

licenses to others .



#
+

Broudcart licuuses - spectrum, in this age of
communication Jola. Werner Kluge, richest Cumenia

McCan bros, sold to AT&T for $ 12.5 b...H#

#

Airslots. Stillrational like meat in Poland, by

#queneing . But guter une limited, & cirliners sell them...
-#+ auspace over busyports, some of themost valuableH re. in the world ,
#

‡‡

H unles can use it {

Zonnig. (Coated you four of timine. hand nogood

Use rights flout cround up for
grubs ) Zoning is to limit those uses thatuse the common

- streets , schools, beaches, etc.. TDRS in some meas.
Nat. Packs...

H
#

Hi sents.
Wd..be ok if reun went to yout,but so instead to concession criver, whoget theme

bypol. contributions. Eng. Mile co., hada-
+ string on Reagan, got. Yosemite. Poor citizengett

nothing.
w

So we must give up jobs; hi Wazer; equity ;
common rights -what theit. must we give up to
appeare the clogmas of "NCE?

#

-#

L-6

D.

served halfon more for wick freigums.

to allay

in

other tave,

Munt trade off smallbus.
To achieve ers. of scale . Must conc. land into

4big units.
# Main obstacle to free vikts., it seems, are
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##

H

regs. vs. concu.
killit .

Thus, to

||

preserve compu., we wait

There's more,& more, but you get the idea. NCE_is leaching

back to a class sociity where incarved inc. is secred..
+ two with a prist

privilege to be allowed to work for
a

it is a ce livvig
& pay taxes, prop. in land is an und in itself neeching

I no functional justification .#
This new nightmove world isa beaung down

on us like a bullet train. Only a few mos. ago
N.S.W. subbed new poll tax for half of mum.

L-1

F
H land changes.| I've sem arcudia in rural. Calif.
# change to rival slums & ghettoes in last 25

I've Why am citiesby
Mhe slums triple is mea.

w# years.
-H- go down tubes

# It can happenhappen to you.



Att.
A

+

III.

A. lucmp, much that was good, at least temporcuity

1. Loord. of laws of distriby . Clack & Wicksted unuely
formalized George's insight, in math. form. In process, stuilized it.'P = MC when Mc_< ac.2.

+

++

H

+=

Sydney

How NCE rpuseded HG .

#
th

Eig ... Cleveland bus faves , Mass trausit
Hotellin S

3. after furious pul-uittacks, concessions.
Walker

Seligman
Marshall

4-8

6. Local pow. paid by prop, rux.
electrifion revns, pub. healthi neva.

Tain,as means to reconcile socialisme & viktec.
4. Propremier taxu.

luv. the orig. a toutout compromise w. migle taken..
1916-41, was pretty good ...1.968-20 , fait write-fb.

Now, highly subverted,
5. Free trude

Urban & plumbingit.
Eva of infilling .



#
R. Set about undermining intellectual falous.|

(itt B 1. Removed time, dyramics.
# Genge addened cycle .

·Clank &. Maustall promised to, but never
11 did ..

Patter suid p..152-|
# In Clark, all adjustments me instantaneous

No puthways of transition ;" no fletches.
almost, no cause & effect. If no time,

consequence ?sequence f
2

11 Ivowy, upring plugics, but left out
basic variables of plupics : time, space . Cette dimensiones

1 of lund)H

how can there.He

ti+ Lousequences.
chim consequence .#+

ie

H
#

+

L-9

Comte, relations of toofthe coexistence, & of
click line. sequence , 't thereby

but he was an outsiden.

Few objected, Veblen was one, Bied Mitchell,
a- themetical, can't see forent..+but dogmatically

# for the trees

attacked them. of

~Fought Clauk

Constricus objected. George misitukruly
They had the only live themry

+ cycles by 1930; but never were accepted by
++ Knight, nes-classical leader. Hayek them frumbled

GE. Depression, & became a minor curiosicuriosity..



‡‡‡ FFF

2. Fured laud & k
Results from removing time. K in weither

# created nor destroyed there isn't timethere isn't time._ worked forJ. SeelgeT
added wasthe muptival thement. K har us.

finite lifespun._ Austriums wie u nuisance - wrote of

-#period of produ .

‡‡‡‡‡ ÷

##

pupetucl. life ...L.Plastic Ki jelly K.
reincarnated .)Brahman K

#

*

H
-H

#

clank made K an ether of immortal spirits,I prefer..

Lifted right from K.Marx. p.

L - 10

158

other who had fixed I were Spuler,
Seligman, T.S. Adams, Davenport
"Iterbugy. Thesis "

now,...



F. Fabians

III . Some Key Elements of Neo-classical Economic Theory

A. Factor symmetry ,
"TheFirm " is theunit - not the nation, the ec., in the world .B. 2 - factor economy .

C. Timeless . Relations of coexistence only ; time purged .

D. Spaceless .

E. Cycles neglected .

F. Ahistorical approach .

G. Amoral approach . No oprision sławny except urmancipation

H. Ideal of "uniformity " in taxation . [ 1986 reforme ect.)
I. Complementarity , capital and labor .

J. Time compressed into long run and short run .

K. Use of compartmentalization . Unintegrated subdisciplines
to contain and sterilize and trivialize George .

Land no more limited theoneanything the

oM

Space relegated to Land Econ ; resource ecs .; later ,
environmental ecs .; location theory ; later , regional economics .
Subdisciplines of lesser status .

I.O.

Time relegated to " Finance , " a grubby course for stock
speculators , in the bus.school.

Public finance , a generally neglected topic .
Economic History, Pursed from discipline .Institutional Economics

on was

IV . Effects of Macro

L. Price theory ; market structure ; the disembodied " firm " as
the unit , the " entrepreneur " as driving force .

Realistic studies of markets downgraded to 1.0 . , and/or
Institutional economics .

M. Policy fatalism . E.g. of Spahr et al on K formation . Cf.
1991 Macro text by George T. McCandless , Jr. , sections on
adaptive and rational expectations .

N. I guore bist. I band cycle beeding fuck.cycle .
A. Rediscovery of time and sequence .

B. From fatalism to policy activism , optimism . Hayek leads
the self-destruction of Austrian cycle theory by using it as a

4

was wrmy



club to beat down wages . ( This replicates earlier abuse of wages
fund theory , which got used the same way in 19th Century . )

C. Consistency of high K formation and high incomes .

D. Reduced dependence of banks on real estate loans to back
demand deposits .

E. Continued emphasis on Platonic or Laputan abstractions .
Cite Frederic Hickman . Use some material from Loqos .

Emphasis on monetary flows . Demand side .

F. Denigration of supply side . Thus , kept Georgist policies.
out of the mix . ( Ironically , when supply side did come into its
own , it was mainly dominated by people who wanted to downtax
unearned increments , a.k.a. " capital gains . ")



DRAFT

Neo-classical Economics as a Defense against Henry George

Worknotes for paper for Lafayette Conference , June 21-23 , 1991

Early submission by Mason Gaffney , 18 March 91

I. George's sense of being shut out . SPE .

A. Chicken and egg . Cause or effect of his vigorous attacks
on academics?

B. Pressures on academics . Lack of tenure , academic freedom;
dependence on patrons of great wealth .

Cite The Goose Step .

Cite letter to John Baden , and other evidence such
pressures exist today .

Cite quotes from Art Pick , Lois Krieger .

Cite Dick Jones re Keezer

C. Megalomania and paranoia? Easy to infer that today , after
George's work has been trivialized by a century of artful
detraction . Put it in the context of the times , however : he
really was a major threat to the power structure .

Volume of scholarly articles repudiating HG .

D. Tradition of double standard : dehumanization of George
and Georgists , permissiveness toward ungentlemanly conduct to
them . Examples .

Diatribes of Walker .

Attacks on H.G. Brown , " mind as twisted as his leg . "

Vocabulary of Thomson and Goldstein in W.E.J.

Stereotypes of "cranks . " "The singletake sap..."
"Sneering " quality of references , comments , a way of

telegraphing socially accepted attitudes .

E. George's misdirected sniping at Austrians , a touch of
xenophobia . He correctly intuited they were being imported for
their snob appeal and exclusionary value . He did not analyze
their content , which might have enriched his own work .

Conclusion : George and his ideas were shut out of approved
discourse by forms of " drawing - room violence . " George provoked

N



some of it , but it probably would have happened anyway . George
went over the heads of the certified priestly class , directly to
the electorate .

II . Key figures in scholarly counterattack

A. Charles A. Spahr .

Seminal thinker , source of several ideas echoed
and developed by later critics .

1. Limited capital
2. Rent-creation by elites .

3 .

B. John B. Clark

1. Debate at Saratoga . Clark as moralist?

2. Early article in AEA?

3. Patronized by Seligman ; moved to bully pulpit
at Columbia . Columbia a bastion to protect Manhattan .

4. Distrib of Wealth . Factor symmetry . Rent
limited to mp of land .

5. Fusing land with capital .

Mystification of capital concept : deathless
capital , equates it to land .

Purged time , and relations of sequence from
ec . theory . This cleverly used George against himself , joining G.
in rejecting wages - fund theory and its Austrian derivatives . Led
to debates with Eugen von Boehm Bawerk , (replicated in next
generation by debate of Frank Knight vs. Friedrich von Hayek . )

C. Vilfredo Pareto

1. Only win-win_changes are acceptable : status -quo
equity . An old tax is a good tax . Contract theory of the state .

2. Transfer rent .

D. Philip Wicksteed

Ambivalent role , perhaps consistent for a
Unitarian Minister .

E. Alfred Marshall

3


