CONTENTS

oY =1 o] IR (vii)
=] ool =2 PSP PR (ix)
INEFOQUCTION ..ottt e e e e e et e e e e s eeetabeeeeeeesenssssaeeeeseeennes (xxxix)

VOLUME - 1

SECTION - I
MACROECONOMICS
Chapter 1
Milton Friedman
(1912 — 2006)
1.1 A Brief Biographical Note: Milton Friedman........ccccoecciiiieriiieccciiieeee e 7
1.2 A Brief Survey of Milton Friedman’s Main Contributions..........ccccccevvicieenas 7
1.2.1 Consumption FUNCLION ... 8
1.2.2 Monetary Theory and PoliCY .....cooecviiiieiiiiicciieeee e 10
1.2.3 International Economic Problems .......cccccvvviiieiiniieeiiniieec e 16
1.2.4 MICrOECONOMICS cieiiieiieeeeieeeeieeeeeeeeieeeeeeeeeeeeeeeeeeess s s 16
1.2.5 Methodological ISSUES .......cccccuiiiiiciiieiciiee e 17
1.3 Concluding ObSErvations .......cccceeecciiiieiee e e s e e e 18
1.4 Select Bibliography of Milton Friedman’s Works .......cccccceevviveeinciieninnnennn. 21
14,1 BOOKS eveieiiiieiieesiee ettt ettt ettt et e sate e sbe e st e e iae e be e sbaesnaaee e 21
14,2 AFTICIES it 21
1.5 WOrks Of Others......ciciiciiiiiiie e e e 22
Chapter 2
Bertil Gotthard Ohlin
(1899 — 1979)
2.1 ABrief Biographical Note: Bertil Ohlin........ccccccvviieciieeieciee e, 24
2.2 ASummary of Bertil Ohlin’s Contributions.........ccccecveeeiiiieiinciee e, 24
2.2.1 The Basic Factor-Proportions Model..........cccceecuveeevciieeeccieeeeenen, 26
2.2.2 Factor Price Equalisation Theorem........ccccoceeeeiveeeecieeeeccieee e, 26
2.2.3 Price Response of Factor SUpplies.......ccceccueeeeciieeecciiee e, 26
2.2.4 Empirical Verification .......cccccviiiieee it 26
2.3 Bertil Ohlin’s Other Contributions to International Economics.................... 27
2.3.1 Theory of Capital Transfers ......ccccceeeeeciiiieeee e, 27
2.3.2 Social Legislation and Efficient Exchange ......cccccccevvcieveicciienecnen, 27

(xi)



2.3.3 Regional and Locational ECONOMICS .......cevveiiiiciiiieeeeeiiciireeee e, 27

2.3.4 MacroeconomMiC THEOIY.....ccccuiiiieeeeeccciiieee et ebree e e 27
2.4 Concluding ODBSErVatioNs .......cccuveeiiciiiieiiieeeesieee st e e e ssrre e e saaeeessareee s 28
2.5 Select Bibliography of Bertil Ohlin’s WOrks ........ccccccvieeiiiieeieciee e, 29
D T8 B T Yo ] &R 29
2.5.2 ATHICIES cuvveeeiee ettt e 29
2.6 WOTIKS Of Others .....ciciiecieeciee et 29
Chapter 3
James Edward Meade
(1907 — 1995)
3.1 ABrief Biographical Note: James Meade.........cccceeevvveeeeiiieeeccieee e, 31
3.2 A Summary of James Meade’s Major Contributions ..........ccccceeeeeeiviveeeeennn. 32
3.2.1 The Theory of International Economic Policy......cccccceveveirirverennnen. 33
3.2.2 A Geometry of International Trade ......cccccvevevicieeecciiee e, 35
3.2.3 The Theory of Customs UNioN .......ccccueeiiriieeiiiiieeiniiee e 35
3.2.4 The Theory of Flexible Exchange Rates .......ccccccoeveevciereiiiieeennnen, 36
3.2.5 Theory of Economic Growth........ccceccuveiiiciieiicieee e, 37
3.3 Concluding ObSErvations .......ceeeeiiiiiiiiieiee et e e e e esbere e e e e e e enees 37
3.4 Select Bibliography of James Meade’s WOrks .......ccccceeeeccvvieeeeeiiiciiieeee e, 39
341 BOOKS weeeiiiiieeieiitee ettt e s 39
342 ArHICIES coeiiiee et 40
I Vo T o o 01 1= 5SS 40
Chapter 4
Theodore Wilhain Schultz
(1902 — 1998)
4.1 ABrief Biographical Note: Theodore Schultz..........cccoeveeiiiiciiiieee e, 43
4.2 ABrief Survey of Theodore Schultz’s Work ........cccooecveeeivcieiiicciee e, 43
4.2.1 Agricultural ECONOMICS ..oviiiiiciiiiieeee ettt e 43
4.2.2 HUMan Capital cccccoeceiiiieee et 44
4.3 Concluding ObServations .......ccccccieeiiiieee e 46
4.4  Select Bibliography of Theodore Schultz’s Works .........ccccoveeeiieeeecciiee e, 49
O R = o To ] 3PP 49
4.2 ATTICIES ettt ettt e 49
4.5 WOIKS OFf OtNEIS..cciiuiiiiieecee ettt st e e aeeeseeee e 50



Chapter 5
Sir William Arthur Lewis

(1915 — 1991)
5.1 AShort Biographical Sketch of William Arthur LEWIS .........ccceecvveeeeciieeeennee. 52
5.2 A Brief Summary of William Arthur Lewis’s Contributions...........cccccvveee.... 53
5.2.1 EQrly WOIK ceveiieiiieeeciies ettt e e saee s 54
5.2.2 Economic Development with Unlimited Supplies of Labour......... 54
5.2.3 Nexus Between Trade and Development.........cccccceeeeiicciieeneennnn. 56
5.2.4 Explanation of Modern Economic Growth: Approach of
Lewis and Neo-ClassiCals .....ccevcureeiriiieeiniiieeeriiee e e s 57
5.3 Concluding ObSErvations ........ceeeeiiiciiiieieie s ccciiiree et e e e e esrrare e e e e s e enees 58
5.4  Select Bibliography of William Arthur Lewis’s WOrks........c.ccccceeeeevcvvveeeeennn. 59
5.4.1 BOOKS .eveeiiiiiiiiiiiiie ettt ettt e snraeeean 59
5.4.2 ArHICIES oot 59
5.5 WOrKS Of Others .....cioiiiiiiiiiiieie ettt 60
Chapter 6
Lawrence Robert Klein
(1920 — 2013)
6.1 A Short Biographical Sketch: Lawrence Klein........ccccceeeeecivieeeiiiiiiciieeeee e, 62
6.2 A Brief Summary of Lawrence Klein’s Contributions........ccccceeevveeiecieeennee. 64
6.2.1 Economic Econometric Model Building...........cccovvveeeiiiccciiienennnn. 64
6.2.2 ECONOMIC TREOIY ..uuviiiiieee ittt e e e 65
6.2.3 Statistical ANAlYSIS ..ccuveeieiiiieicieee e 66
6.3 Concluding ODbSErVatioNs ......cccuvieiiciiieiiiiee et e e e ssre e e e e s saaeee s 67
6.4 Select Bibliography of Lawrence Klein’s WOrks .........cccoeeevvveeeeeeiiccinneeeeeeennn. 68
B.4.1 BOOKS ..eeiiiiiiiiiiiee ettt 68
B.4.2 ATEICIES c.eveeieeeiie ettt s nans 69
6.5 WOIKS Of OtNErS..ciiciiiieiciiiee ettt e e e s aae e 72
Chapter 7
James Tobin
(1918 — 2002)
7.1  AShort Biographical Sketch: James Tobin .......ccccceevieeeiiciee e, 75

(xiii)



7.2 A Brief Survey of James Tobin’s Contributions .......cccccceeccivieeeiiiiicciiieeee e, 76

7.2.1 Monetary Theory, Portfolio Balace Approach Etc..........ccuueenn.eee. 76
7.2.2 MacroeconomiC TREOIY.......ceivcuiieeiiiiieeciiree e ccreee e e aeee s 79
7.2.2.1 Issues Relating to Aggregate Supply .....cccovvvveeeerennns 79
7.2.2.2 The Transmission Mechanism.......ccccccceerrcveeerninnennn. 80
7.2.2.3 Theory of Economic Growth ........ccceevveviviiieriinnenn. 82
7.2.3 Stabilisation POlICY .....c..ceiviiieiieieee e 82
7.3 Concluding ObSErvations ........eeeeieeeciiiieeee e e e e e e esverre e e e e e 84
7.4  Select Bibliography of James Tobin’s Works........cccccoeeeiviieeiicciee e, 85
50 R T Yo ] &R 85
S\ 4 [ =TSRSS 85
7.5  WOIKS Of Others ....uiociiiiieeciiecie et et 87
Chapter 8
Franco Modigliani
(1918 — 2003)
8.1 ABrief Biographical Note: Franco Modigliani.........cccceeevviiiiiniceniinieee e, 91
8.2  ABrief Survey of Franco Modigliani’s Contributions...........cccccccveeeecieeeennnee. 93
8.2.1 Life Cycle Hypothesis of Consumption and Saving...........cccuuee...... 93
8.2.2 Macroeconomic Theory and Macroeconomic Modelling ............. 96
8.2.3 Corporate FINANCE .....uviiiiiiiiiiiireieeeeereeeereereree e e e e e e e e e e e e e e 98
8.3  Concluding ObsServations ........ccueeeeeiieciiiiiiie e e e e e nrree e e e 99
8.4  Select Bibliography of Franco Modigliani’s Works ........ccccoceievcveeiiiiiennns 100
841 BOOKS .eeeieiiiiiiieiitee ettt 100
8.4.2 ATTICIES vttt 100
8.5  WOIKS Of OThEIS ...ttt e e e 104
Chapter 9
Robert Merton Solow
(1924 -)
9.1 ABrief Biographical Note: Robert SOIOW ........ccccuvviiiciieiiiiiiie e 107
9.2 A Brief Summary of Robert Solow’s Contributions...........cccceeeeeiveeiiiiieenns 108
9.2.1 GroWth ThHEOIY.....ueiiiiieee e 109
9.3  Robert Solow’s Other ContribUtioNS.......c.coovvieriiiirieeniienie e 113
9.4  Concluding ObSErvations ..........ccceeeeiiieeeeiieee e e e aee e e 114

(1)



9.5 Select Bibliography of Robert Solow’s Works........ccccoeeeiivieeiiiiieeeccieeeens 115

9.5.1 BOOKS ..veieiiiiiiiiiiite ettt s s 115
9.5.2 ArtiCIES coveeieeeeeteee et e 116
9.6 WOrkS Of Others......cciiiiiiiiiiiecec e s s 117
Chapter 10
Robert Emerson Lucas Jr.
(1937 -)
10.1 A Brief Biographical Outline: Robert LUCas.......cccccuveeeciieeeeiiieee e, 121
10.2 A Brief Summary of Robert Lucas’s Contributions.........cccccceevecivveereiennnnne 122
10.2.1 Rational Expectations Hypothesis .......ccccccoevvvivieeeiiiiiciiiieeee e, 122
10.2.2 An Equilibrium Theory of Business Cycles.......cccccceeeeivcccrrreeeenennn. 126
10.2.3 Macro Econometric Evaluation of Economic Policy .................... 127
10.2.4 Other Important Contributions ......cccccceeevcieieiiiiee s 128
10.3  Concluding ObServations .........ccccueeeiciiiee ettt eeereee e 129
10.4 Select Bibliography of Robert Lucas’s WOrks.........cccccuvvieieeeiecccinieeee e 130
10.4.1 BOOKS .ueeieeieiiiee ettt ettt ettt e st e e st e s saba e e s sbee e e s e 130
10.4.2 AFTICIES cooeieieiieeeeee ettt st aae s 131
10.5  WOrKS OFf Others...cccueiiiieicieecie e s 133
Chapter 11
Robert Alexander Mundell
(1932 -)
11.1 A Brief Biographical Note: Robert Mundell ...........ccccovviiiieiiiiciiiieeee s 135
11.2 A Brief Summary of Robert Mundell’s Contributions ...........ccccceviveeeeennnnns 136
11.2.1 Stabilization Policy in Open ECONOMIES.......ccvveeecvveeecciieeeeineee, 136
11.2.2 Optimum CUIreNCY Ar€as ..cceeeeeeeeeeeeeeeeeeiseeeeeee e 139
11.3  Concluding ObServations ........cccccveieieciiie et e e evaee e 140
11.4 Select Bibliography of Robert Mundell’s Works .........ccocceeviieeeiiiieeencnneenn. 140
I 0 1 R Yo o | < UUUR 140
11.4.2 ArEICIES uveii e e e 141
11.5  WOrKS Of Others....ociiiiciiiiiiies et s e s e e e 142

(lii)



Chapter 12

Finn Erling Kydland & Edward Christian Prescott
(1943 -) & (1940 -)

12.1 A Brief Biographical NOte.......ccocciiiiiciiie e e 145
12.2.1 FINN KYdIaNd ...ccoeeeiiieiiieee et 145
12.1.2 Edward Christian Prescott.......ccccccveivriiieeiiiiieeniiee s 147
12.2 A Summary of Contributions of Finn Kydland and Edward Prescott.......... 149
12.2.1 Time Inconsistency of Economic Policy ......ccccccvveeieviciiiieeeeeeecnns 150
12.2.2 Real BUSINESS CYCIES ....uvviieiiieeectiee ettt 153
12.2.3 Critique of Real Business Cycle Theory.......ccccceecveeeiciveeeccieeeens 157
12.3  Concluding ObServations .......ccccccvuiiiieieiiieciieee e e e e 158
12.4  Select Bibliography of Works of Finn E. Kydland and/or
o VYT o I O =YY ol PR 159
0 S R - Yo To | USSR 159
I A Y o ol 1T USRI 159
12.5  WOIKS OFf Others...oouiiiieiciee ettt n 162
Chapter 13
Edmund Strother Phelps Jr.
(1933 -)
13.1 A Short Biographical Sketch : Edmund Phelps........cccovviveeiiiiiiiiieeeees 163
13.2 A Summary of Edmund Phelps’s Contributions to Economics ................... 165
13.3  The Phillips CUMVE...cci ittt ettt e evre e e e svre e e eenes 166
13.4  Challenge Of Phelps...cccuiiiiciiie ittt ettt e e s e e e 169
13.5 Phelps’s Early Work on Capital Accumulation and
Inter-Generational Trade-Offs ........cccovviiiiiiiniieeiiee e 172
13.6  Other Contributions by Phelps........ccoccuiiiiiiiiiiiiiieeciee e 173
13.7  Concluding ObServations ........ccoccveiiiiiiees ittt e e s sbeee e 173
13.8 Select Bibliography of Edmund Phelps’s Works ........ccccevveeiiicciiieeee e 174
13.8.1 BOOKS weoeueiiiiiieiiieiiieeite et e st et site e site e st stae e s ite e s be e saaeesaree e 174
13.8.2 ATTiCIES oot e e 175
13.9  WOrKS Of Others.....uciiiciiieiciee e s e e 176

(liii)



Chapter 14
Paul Robin Krugman

(1953 -)

14.1 A Brief Biographical Note: Paul Krugman .......ccccccveevvciieeiiiieee e, 180

14.2 A Summary of Paul Krugman’s Contributions..........ccccveveeeiiiiciiiieeee s 181

14.2.1 NeW Trade ThEOIY c.ccie ettt e e e e 181

14.2.2 New Economic GEOZraphy ..c..cceevcvveeiiiiieeeiiiee e esieee e ssieee e 186

14.3  Paul Krugman’s Other Contributions........cccccveviviiiiiinciieece e, 189

14.4  Concluding ObServations .......cccccccuiiiiieiieccciieee e e 189

14.5 Select Bibliography of Paul Krugman’s Works .........ccccceeveeeeeiciiiiieeeeeeeeennns 190

14.5.1 BOOKS .eieuviiiiieeiiieiiie et ste et eeite e site e ste e sbe e siae e s ite e sabe e saaeesabee e 190

14.5.2 ArIiCIES uveiiiieee et e 190

14.6  WOrKS Of Others....uciiiiciiiiiiiiie et e e s 192
Chapter 15

Peter Arthur Diamond, Dale Thomas Mortensen &
Christopher Antoniou Pissarides
(1940 -), (1939 — 2014) & (1948 -)

15.1 A Brief Biographical Note: Peter Diamond .........ccccceveveeeeviieeeeiiiee s, 197
15.2 A Short Biographical Sketch: Dale Mortensen........cccocccveeevciveeeccieeeccnnenn, 199
15.3 A Brief Biographical Sketch: Christopher Pissarides ........ccccccoeevvveeeeeeennnnns 202
15.4 A Brief Survey of Contributions of Diamond, Mortensen, and Pissarides..204
15.4.1 Wage DiSPerSiON...cccceeeeeieieieieiec e eaeenenennees 206

15.4.2 Issue of EffiCieNCY ..ccovcveeiicciieiceee e 207

15.4.3 Coordination Failures ......cccocveeiviiieiiiiiieiiiee e 207

15.5 Labour Market and the Diamond-Mortensen-Pissarides (DMP) Model.....208
15.6  Other ContribUtions ......coiiiciiiiiice e 213
15.7  Concluding ObSErvations .........cccccuiiieieiiieciiiieee e s e e e e e e e e 214
15.8 Select Bibliography of Works of Diamond, Mortensen and Pissarides ...... 214
15.8.1 BOOKS .euviiiiiiiieeiiitee ettt ettt st 214

15.8.1.1 DiamONd....ccccuveiiriiiiiiiiieeeniiee e 214

15.8.1.2 MOItENSEN..cciiiiiiiiieieeeeeeeeeeeeeeeeeeeee e 215

15.8.1.3 PisSarides.....ccccecueirriiieniieeniieenieenie st 215

(liv)



T T A Y o o ol =T 215

15.8.2.1 DiamONd..eeuuiiiiiiiiiiiiiiee et 215

TR T A |V, [0 o (=]  1Y=] o TSR RRRRR 217

15.8.2.3 PiSSAridesS...uciieiiieiiiiiiiieeeeeeeeeieiiee e e e e e ee e e e eeeees 218

15.9  WOrKS Of Others..coocoiiiiiiiieieeeeeeeee bbb e e eereeees 221
SECTION-II

FINANCIAL ECONOMICS

Chapter 16
Harry Max Markowitz
(1927 -)
16.1 A Brief Biographical Note: Harry MarkOWitz........ccccceeeveeeincineeciiieeeccneenn, 225
16.2 A Summary of Harry Markowitz’s Contributions..........ccccceiiiiiiiieneiincnnns 227
16.2.1 Portfolio ANAlYSiS.....cciicieieiiiieeeecieee et are e 228
16.2.2 POrtfolio RETUIM ...coiieiciiecec et 229
16.2.3 Measurement of Investment Risk:
Standard Deviation of RetUrN.......ccceeceeviierviee e 232
16.2.4 Feasible Set of POrtfolios.......ccccovcveeiiiciiieicciiee e 234
16.2.5 Efficient Set ThEOrem ....covvviiiiiiiiiieec e 235
16.2.6 Non-Satiation and Risk AVErsion .........ccccccevviieeriiiieeniiiieeensieeens 235
16.2.7 Investor’s Selection of an Optimal Portfolio ........ccccceeevveeinnnenn. 238
16.3 A Brief Critique of Portfolio Selection.........cccceveciveeicciiee i, 239
16.4  Concluding ObServations .......ccccoccciiiiiie e e 240
16.5 Select Bibliography of Harry Markowitz’s Works ..........cccceeeeviiiiieeeeeeennnnns 240
16.5.1 BOOKS ..evtiiiiiiieiieiieee ettt ettt 240
16.5.2 ArICIES cuviiiiiiee e 241
16.6  WOrKS Of Others.....ociiiciiiiiiiiiee et e e e 241
Chapter 17
William Forsyth Sharpe
(1934 -)
17.1 A Brief Biographical Note: William Sharpe ......c.ccccocvvvcieeiniieeeiiiee e, 242
17.2 A Summary of William Sharpe’s Contributions........cccccceeeveiieeiiiieeescnneenn. 243
17.2.1 A Simplified Model or Diagonal Model for Portfolio Analysis.....243
17.2.2 Capital Asset Pricing Model (CAPM)......cccoeevieevieeciee e 244

(lv)



17.2.3 RiSK-Fre@ ASSeL.....cciiiiiiiiieiieeeeeeeeeeeee e e
17.2.4 Risk-Return Combination for A Portfolio of Riskless

Asset and Risky Asset Portfolio ........cccecvveeecciveeeccnnennn.
17.2.5 Lending and Borrowing at Risk-Free Rate .........c.c........

17.2.6 Capital Market Line (CML) and The Separation Theorem
17.2.7 The Security Market Line (SML).......cccoceeeeiieeeeecieeeennen.
17.3  Other Contributions of William Sharpe ........cccccceeeeeeciiieeeeeeicnne
17.4  Concluding Observations ........ccccceeeeecieeeecciee e
17.5 Select Bibliography of William Sharpe’s Works .........cccccceeveeeennes
17.5.1 BOOKS weveeviiieiiiieiieesiee ettt sttt s et
17.5.2 AriCIES cueiieeieieee et
17.6 WOrks Of Others.....ccoovciiiiiiiiiiiee e

Chapter 18
Merton Howard Miller
(1923 — 2000)
18.1 A Brief Biographical Sketch: Merton Miller ...........cccoeeveeiviineeenns
18.2 A Summary of Merton Miller's Contributions ..........cccovveeereeennnns
18.2.1 Cost of Capital......ccceeeeviieiieiiieeeeee e
18.2.1.1 Proposition l.........uuvvieiiveiveeieireeeeeeeeeeeeeeenens
18.2.1.2 Proposition H.....ccuvveeeeeiiniiiiieeeeeeeiieeee,
18.2.1.3 Proposition Hl...........eevevvvvvevivrreeiieeeeeereeenene
18.2.2 Taxes and Capital Structure........coceeeeecvveeeeciieecccieeeens
18.2.3 Irrelevance of Corporate Dividend Policy........ccc...........
18.2.3.1 MM’S POSItioN....ccccvveiiiiieeeiiee e
18.3  Concluding Observations ........cccccceeeeeieeeeeciee e
18.4  Select Bibliography of Merton Miller's Works..........cccovveeeeeenennns
18.4.1 BOOKS w.veeeieeeiiieniiienieesiee et e st e site e sireeste e sbeessaaeesareeeas
18.4.2 ArTiCIES coveieiiiieeciee ettt
18.5  WOrks Of Others.....ccoovciiiiiiiiieicieee e
Chapter 19

Robert C Merton & Myron Samuel Scholes
(1944 -) & (1941 -)

1S T N B 1< g Y7 1 V7 <L R
RS B - | | @] o] i o [ SRR



19.3
194
19.5
19.6
19.7
19.8
19.9
19.10

19.11

PUL OPTION i 273
A Short Biographical Sketch: Robert Merton..........cccoveeeeeiivccciiieeee s 275
A Brief Biographical Note: Myron Scholes.........cccccveeevieeeicciee e, 277
A Brief Survey of Merton’s and Schole’s Contributions..........ccccceeeeeeennns 280
The Black — Scholes FOrmula.......cccveeeviiiiiiciiiccieeccee e 283
Other CONtrIDULIONS ...oiiviieiie et sre e e e e e e seeeseeeeens 289
Concluding ObSErvatioNns .......cccveeeiciiee e 289
Select Bibliography of Merton’s and Scholes’s Works..........cccccveeeviveeenns 291
19.10.1 Robert Merton’s Works.......cccovecveeieiieee e 291

19.10.1.1 BOOKS...utteieeeeieeiiriieeeeeeeciitree e e e e eeeeirreeee e e eeeeaaraeeee e 291

19.10.2.2 ATLICIES wureeeeeeeeeieeeee et 291
19.10.2 Myron Scholes’s WOrKS ........ceeeeciiieiiiiiee et 295

19.10.2.1 BOOKS...uvvieiiiiiiiesiiiee ettt 295

19.10.2.2 Articles ...eeeevveieeeiiiiieieiee e 295
WOIKS Of OTREIS ..ciiiiiiie et e e 298

SECTION - III

NEw METHODS OF ECONOMIC ANALYSIS: ECONOMETRICS ETC

Chapter 20
Ragnar Anton Kittel Frisch
(1895 — 1973)

20.1 A Brief Biographical Note: Ragnar Frisch .......ccccceecieeiiiiiiiicciee e, 302
20.2 A Summary of Ragnar Frisch's Major Contributions...........ccccccevvecviviennennn. 302
20.2.1 Quantification of ECONOMICS .....coevvieriiiiiiiiinieenieeniee e 303
20.2.1.1 Demand ThEOIY.....ccceccuieeeeciiee ettt 303
20.2.1.2 Production ThEOry......ccccuiieeeeeieecciireee e 303
20.2.1.3 MacroeconomMic TREOIY .....ueeeeeeiiiciivieeeeeeeecciiree e e e eeeinns 304
20.2.1.4 Econometric Methodology........cccccvveeeeeiieccciiiieeee e, 305
20.2.2 Theories and Methods for Economic Policy and Planning.......... 305
20.2.3 Development of Economic Dynamics.......cccceecuveeeercuieeeenvveeeennen. 306
20.3  Other Major Contributions ........ccoccciiiiiiii i 309
20.4  Concluding ObSErvations .......cceeiiciieeeiiiiie et esree e e e e e saeee s 309
20.5 Select Bibliography of Ragnar Frisch’s Works........cccccceecveieeciieeeccieeeenee, 310
L0 T A = T Yo ] SRR 310
20.5.2 ArtICIES uveeieeiiee ettt s 310
20.6  WOIKS Of OTNEIS ...ciiiiiiiiieciee ettt sttt et saee e s e e e e 311



Chapter 21
Jan Tinbergen

(1903 — 1994)
21.1 A Brief Biographical Note: Jan Tinbergen ......cccccceecieeeiiiee e,
21.2 A Brief Summary of Jan Tinbergen’s Contributions...........ccccceveeeeciieeeennnen.
21.2.1 Contributions to ECONOMELIICS...cciviuriiiriiiiiiiiiee e,
21.2.2 Foundation of Quantitative Short-Term

Economic Policy Planning ........cccceveeiieeiicieee v,

21.2.3 Planning for Economic Cooperation and Development of
Developing COUNTIIES ...ccccvieeeeiieeecciiee e cvree et
21.3  Other ContribULIONS ....cccuviiiiiiiiie it
21.4  Concluding ObSErvations ......cc.ueeeiciiieiiiiieeeiieee e sceee et e e sree e s saaeee s
21.5 Select Bibliography of Jan Tinbergen's Works ........cccccoecveeeciieeeccciiee e,
0t R = T Yo | & PRSP
D T A Vg o] L= PRSP
21.6  WOIKS Of OTNEIS ...ciiiieiiiiiiiieerte ettt ettt st s s

Chapter 22
Wassily Wassilyovich Leontief
(1906 — 1999)

22.1 A Short Biographical Sketch: Wassily Leontief..........ccccccvviieiiiieiniiieecenen.
22.2 A Summary of Wassily Leontief’s Contributions...........ccccceeeeiiiiiciiencnnnen.
22.2.1 Input-Output ANalYSiS....cccccuriiieeee et
22.2.2 The Input-Output Model .......coeeeiiiiiciieeee e,
22.2.3 Two Major Theorems of Input-Output Analysis........ccccccvveeeneee.
22.2.3.1 The Samuelson Substitution Theorem........c.ccccuveeennnee.
22.2.3.2 The Hawkins-Simon Conditions .........cccceeveerrrieeeennnen.
22.3  Concluding ObSErvations .......ccueeeiciiieiiiiiee e e e e aaaee s
22.4  Select Bibliography of Wassily Leontief's Works .........cccccceveeieeeeccien e,
D St R = To Yo | & PRSP
22.4.2 ATHICIES ettt
22.5  WOrKS Of OTNEIS ...oiiiiiiiiiiieete ettt ettt s s

(Iviii)



Chapter 23
Leonid Vitaliyevich Kantorovich

(1912 - 1986)
23.1 A Brief Biographical Sketch: Leonid Kantorovich..........cccccoeeieiiiiiien e, 333
23.2 A Brief Survey of Contributions of Leonid Kantorovich to Economics....... 334
23.2.1 Linear Programming and its Origins .......cccccceccvvieeeeeeiicciineeeeeen, 334
23.2.2 Computational Techniques and Resolving Multipliers................ 336
23.2.3 Transportation Planning Problem .........ccccceeviieeieciiee e, 337
23.2.4 National Planning and the Price System........cccoccveeeiivccciiieneennn. 337
23.2.5 InvesStMENt Criterid...ccciiiuenciriieeeeeiriiiieee e e eriiree e e e s esiireeeee e s 338
23.3  Concluding ObSErvations .......cceeecciiieeiiiiie et 338
23.4  Select Bibliography of Leonid Kantorovich’s Works (in English)................ 339
23.4.1 BOOKS ueveeiiieeiieeniee ettt sttt ettt ettt sans 339
23.4.2 ATHICIES ueeiiiieciee ettt e s eaees 339
23,5  WOrks Of Others.......ciiiiiiiiiiiic e s 339
Chapter 24
Tjalling Charles Koopmans
(1910 — 1985)
24.1  ABrief Biographical Note:
TJalliNg KOOPMANS ..ttt e e e sree e e e e e 341
24.2 A Brief Survey of Tjalling Koopmans’s Major Works..........ccccceeeeeveeeennee. 342
24.2.1  Activity ANAlYSIS c.cuvriiieieieeeieeee e 342
24.2.2 The Theory of Inter-Temporal Resource Allocation..................... 344
24.2.3 ECONOMELIICS cooiiiiiiiiie ettt e e s eee e e 345
24.3  Concluding ObServations .......cccccocccuiiieieeccccciiee e 346
24.4  Select Bibliography of Tjalling Koopman's Works.........cccceeeeevvveeeeciieeennnen. 347
2441 BOOKS ottt st e s 347
2482 ATHICIES coevieei ettt e s 347
245  WOrKS Of Others ...cocueiiiiiiiiieiece e 348
Chapter 25
Sir John Richard Nicholas Stone
(1913 — 1991)
25.1  ABrief Biographical Note: Richard Stone ........cccoccveveiiieiicciee e, 351

(lix)



25.2 A Brief Survey of Richard Stone’s Contributions..........ccccceeeeiieeiicciien e, 353

25.2.1 Development of National ACCOUNTS ......cccveeeeureeeecciiee e, 354
25.2.2 Demand ANAIYSIS ....uueeviiiiieciiieeeee e 356
25.2.3 Models for Economic Policy ANalysis .......cceeveeciiieeeeeeeecciieeeeeenn. 357
25.3  Concluding ObServations ........cccceciveeeiiiiie s 358
25.4  Select Bibliography of Richard Stone’s Works .........cccceccveeeecieeeeeciiee e, 358
R N = T Yo ] <SSR 358
25.4.2 ArHICIES oeiiieeiiee ettt s et 359
25.5  WOIKS Of OTNEIS ...eiieiieeieeciee ettt ettt et e b e e saaeesnes 362
Chapter 26
Trygve Magnus Haavelmo
(1911 - 1999)
26.1 A Brief Biographical Sketch: Trygve Haavelmo ........ccccoecveiieciieeecciiee e, 366
26.2 A Summary of Trygve Haavelmo’s Contributions .........ccccceeeveiiiciiiiennneenn. 367
26.2.1 Econometric Methods and Applications ........ccccceeecieeeieciienennen. 367
26.2.2 ECONOMIC TREOIY coueiiiieciieee ettt 369
26.3  Concluding ObServations ......ccccceeiciiiiieie s ee e e 371
26.4  Select Bibliography of Trygve Haavelmo’s Works (In English).................... 372
26.4.1 BOOKS .eveiiiiieniiieniee ettt sttt ettt et s s 372
26.4.2 ATHICIES ettt 372
26.5  WOrKS Of Others..cccuuiiiiiiiiee ittt saae e 373
Chapter 27
James Joseph Heckman
(1944 -)
27.1 A Short Biography: James Heckman .........cocccoviieeeeiiiicciiieeec e 376
27.2 A Summary of James Heckman’s Contributions ........ccccccevivviierinnciien e, 377
27.2.1 Selection Bias and Self-Selection.........cccocvevrvcieiriiiniininieenieene 378
27.2.2 Programme Evaluation or Evaluation of
Labour Market Programmes ......ccccoccceeevvieeiiniieeesniiee e 381
27.2.3 Labour Market DYNamics.......ccceeevecciiireeeeeeeccieeee e e e ecnneee e e e 383
27.3  Concluding ObSErvations .......cceeevciieeeiciiie e ereee s e e e eaaee s 385
27.4  Select Bibliography of James Heckman’s Contributions...........ccccccveeeneee. 385
D R = To Yo ] <RSP 385
D Sy A [ [T U UPPPR 386
27.5  WOrKS Of OTNEIS ...ciiiieiiiiiiiieeie ettt st st s s 390



Chapter 28
Daniel Little Mcfadden

(1937 -)
28.1 A Brief Biographical Note: Daniel McFadden..........ccccceeciereeciieeeecieee e, 391
28.2 A Summary of Daniel McFadden’s Main Contributions............cceccuvvueee.n.n. 392
28.3 Discrete Choice Models and Economic Policy Issues.........ccccceevvvevvivneenennn. 397
28.4 Dynamic Models of Discrete ChoiCe ......ccuvvivcuveiiiviiireciee e, 397
28.5 Pschology of Choice BENAVIOUN .........eeeiiiiiieiiiiee et 397
28.6 Development of Statistical Methods ..........ccccviieeeeiiiiciiie e, 398
28.7  Concluding ObSErvations ......cccueeeecuiiieeiiiiee e e e eaaee s 400
28.8 Select Bibliography of Daniel McFadden’s WOrks .........ccocceveeeeevecivieeeeeennn. 400
28.8.1 Books and Monographs........cccueeeeciieiiicieee e 400
28.8.2 ATTICIES evvveeeie ettt e e 401
28.9  WOrKS Of OtherS ..o 403
Chapter 29
Clive William John Granger
(1934 - 2009)
29.1 A Brief Biographical Sketch: Clive Granger ........cccccoeeeeecieeicciiee e, 404
29.2 A Summary of Contributions of C. W. J. Granger........ccccovueeeeeeeiiccrvieeeeeennn. 406
29.2.1 Method of Co-integration .........ccceceveieeciiei i, 407
29.2.2 Other Contributions of Clive Granger.........cccccovveeeciereecciveeeennen. 412
29.3  Concluding ObSErvations .......ccccceecciiiiieie e e e e e e e e e e 414
29.4  Select Bibliography of Clive W. J. Granger’s Works ........ccccceeevveeenciveeeennen. 414
D R = To Yo ] &SRR 414
29.4.2 ATTICIES .uuvrieeee ettt ettt e e e e e et aeaaaeeas 414
29.5  WOrKS Of OTNEIS ...ciiiiiiiiiiiiiiete ettt ettt 416
Chapter 30
Robert Fry Engle III
(1942 -)
30.1 A Brief Biographical Note: Robert Engle.......cccccvveeiieeiiciiee e, 417
30.2 A Summary of Contributions of Robert Engle........cccccoeeeiiiiiiieeecciieeeee. 420
30.2.1 Development of ARCH Model .......ccccvveeveieieiiiiiiieee e, 421
30.2.2 Other Contributions of Robert Engle.........ccccecvvveiccieeeccciiee e, 425

(xxiv)



30.3  Concluding ObSErvations .......c.eeeecuiiieeiiiiee e e e e aaeee s 426

30.4 Select Bibliography of Woks of Robert Engle-lll ...........cccvveeeeeeiicciiieenenennn. 426
30.4.1 BOOKS .eveeiitieiiieniie ettt ettt ettt ettt s nans 426
30.4.2 ArtICIES et e s 427
30.5  WOrKS Of Others..cccuuviiiiciiiiiiiie e s aae e 429

Volume - 11
Section - IV
GENERAL EQUILIBRIUM THEORY

Chapter 31
Paul Anthony Samuelson
(1915 — 2009)
31.1 A Brief Biographical Note: Paul Samuelson .........cccceeeeciiieeee e, 435
31.2 A Summary of Paul Samuelson’s Contributions.........cccccccveeeiieeeencveeennen. 437
31.2.1 Theory of Consumer Behaviour, Index Theory and
Welfare ECONOMICS ...civvuiiirieeiiie s eriee et eee e se e e saae e 439
31.2.2 PUBIC GOOUS ....ceiitiieeee ettt ettt e et e e e araaee e e e 441
31.2.3 Dynamic Economic Theory and Stability Analysis ..........c..c........ 442
31.2.4 General EQUIlibrium Theory....ccccccovecciiieeeiieecceieeee e 443
31.2.5 Capital Theory and Intertemporal Efficiency......cccccceeveecnrnnnnnnnn. 445
31.2.6 MQACIOECONOIMICS ..uvvrereeeirriiirireeeeeeriiiirreeeeesssaanrrreeeessssssnreneeessens 446
31.2.7 Theory of FINANCE ....uvviieiiee ettt e 448
31.3  Concluding ObSErvations .......cueeeeciieeeciiiee et et e e aaeee s 450
31.4  Select Bibliography of Paul Samuelson’s Works ...........ccovvveeeeeeeniciveeeeeennn. 451
R R T Yo | SRS 451
R 3 S A Vg o] L= PRSP 452
31.5  WOrKS Of Others.cccuiiiiiiiii et aaee s 452
Chapter 32
Sir John Richard Hicks
(1904 - 1989)
32.1 A Brief Biographical Note: John HickS.......cooocciiiiieiiiiiiieee e, 454
32.2 A Survey of John Hicks’s Contributions..........cccceeeeiiieeiiiec e, 455
32.2.1 Theory of Value and Theory of Demand .........c.ccccceeeeeeccniiieennn. 456
32.2.2 Welfare ECONOMICS ....uiiiiirieeeiiieeeeiieeeesireeeesireeeessereeessereeesnnneees 457



32.2.3 CONSUMEI’S SUIPIUS .eveeeeeiiieeeiteee ettt eree e et e e e e eanaee s 459
32.2.3.1 The Compensating Variation ABCE and

Marshallian Measure ASCE .........cccceevvvveeencrieeeennee, 460
32.2.4 Macroeconomics and MONEY .......ccccueeeeiiieeeeiiieeeeiiieeecieeeeeneens 460
32.2.5 Term Structure of Interest Rates.....ccccvvvvverrcieeriiersiersniee e 464
32.2.6 DYNAmMIiC ANAIYSIS ...uuviieieiieciciiiieee et 464
32.2.7 ECONOMIC HISTOMY ..uuviiiiiiiiiiiiiiiiiiiieieieeereeeeeeeeeeeeeeeeeeeeeeeeeseeeseseeeseees 466
32.3  Concluding ODbSErVatioNS .......ccueeiieiiieeiciiee et e e e eaaee s 467
32.4  Select Bibliography of Sir John Hicks’s WOrks.......cccceeeiiiiieciiee e, 468
R N = 1o Yo ] <R UPPPN 468
32.4.2 ArtICIES coieeee et e s 468
32.5  WOIKS Of OTNEIS ...eiieieicieicie ettt eee ettt sae e snaeeenes 468
Chapter 33
Kenneth Joseph Arrow
(1921 -)
33.1 A Brief Biographical Note: Kenneth Arrow .........cccceeeeecciiieeee e 470
33.2 A Summary of Kenneth Arrow’s Contributions ..........cccccceeeeiieeeieciiee e, 471
33.2.1 General Equilibrium and Efficiency of the Economic System...... 471
33.2.2 Social Choice and Individual Values ..........cccecveeeiriieeenniieeennnen, 474
33.2.3 Economics of UNcertainty.......cccceeeecieeeiciieeecciee e 475
33.2.4 Theory of Production and Technical Progress.........ccccceeevveeennee. 478
33.2.5 Optimisation in the Context of Intertemporal Allocations.......... 479
33.3  Concluding ObSErvations ........ccccecciiieieee e e e e e e e e e 479
33.4  Select Bibliography of Arrow’s WOrks.........ccccveeeeiieeeeciieeeccieee e 480
1 I R = 1o Yo ] <R PPN 480
3314.2 ArtICIES coeieee ettt e s 481
33,5 WOrKS Of Others i 483
Chapter 34
Gerard Debreu
(1921 — 2004)
34.1 A Brief Biographical Note: Gerard Debreu.........cccccceevecciiieeii e, 486
34.2 A Brief Summary of Gerard Debreu’s Contributions .........cccccceeeeecieeennnen. 487
34.2.1 Mathematical Methods ........ccocveiriiiiiiiiniieniceee e 488
34.2.2 Utility and Demand TheOrY .....coeeevceciiiiieee et 488

(Ixiii)



34.2.3 EQUIlIBriumM ThEOIY ..eeeeee e 489

34.2.4 COre TREOIY cooi ittt e e re e e e e e sanar e e e e e e an 491
34.2.5 Welfare ECONOMICS ...uciiiiiieieeiiieeeiiieesesireeeeireeeesireeessereeesnaneees 491
34.3  Concluding ObSErvations .......cueeieciiieeiiiiie et esare e e aeee s 492
34.4  Select Bibliography of Debreu’s Works.........cccoveeeeiieecciiiieeee e 492
34,41 BOOKS oottt 492
Y Sy 1V [ [T SRR 492
34.5  WOrKS Of Others.ccccuviiiiiiiiee et e aaeee s 493
Chapter 35
Maurice Allais
(1911 — 2010)
35.1 A Brief Biographical Outline: Maurice AllQis ........ccoeveevcieriniiee e, 497
35.2 A Brief Summary of Maurice Allais’s Contribution to Economics............... 498
35.2.1 Theory of Economic Evolution and General Equilibrium, of
Maximum Efficiency, and of the Foundations of
EcONOmMIC CalCUIUS c..uevvieiiiiiiceiee et 499
35.2.2 Theory of Inter-Temporal Processes and of Optimal
Capitalist StrUCLUIE ...evvie e 501
35.2.3 Theory of Choice under Uncertainty and the Criteria for
Rational ECONOMIC DECISIONS .....uevviicvieeiiiiee e 502
35.2.4 The Theory of Money, Credit and Monetary Dynamics............... 503
35.2.5 Probability Theory and the Analysis of Time Series .................... 504
35.3  Concluding ObSErvations .......cceeeieiieeeiiiiie e cee e e e e saaee s 505
35.4 Select Bibliography of Maurice Allais’s Works (In English) .........ccccuee........ 506
3T S A = To Yo ] &SRR 506
35.4.2 ArHICIES ettt 507
35.5  WOrKS Of OTNEIS ...ciiiiiiiiiiiieete ettt 508
Section-V
MICROECONOMIC THEORY
Chapter 36
George Joseph Stigler
(1911 — 1991)
36.1 A Brief Biographical Note: George Stigler......cccccvvvcieeiiicieeicciee e, 515

(Ixiv)



36.2 A Brief Survey of George Stigler’s Contributions ..........ccccccveveeiicciiieeeeeen. 516

36.2.1 Microeconomic TREOIY......cccccuiieeeiiieeerree e e et e e e esaaee s 516
36.2.2 Theory of Markets ......coccueeeeciiee e 518
36.2.3 History of Economic Thought ........ccccoviiiiiiiiiiiiieee e, 519
36.2.4 Industrial Organisation/Industrial ECONOMICS ........cceeveereennnee. 520
36.2.5 Public REGUIALION ....uvvieee i 521
36.3  Concluding ObSErvVatioNs .......ccueieeciiieeiieee e e e e e e 521
36.4 Select Bibliography of George Stigler's Works........ccccoeeevvveeeeiiiiicinieeneeenn. 522
L R = 1o Yo ] &SRR 522
36.4.2  ArtICIES oeiiiiieieerte et s s 523
36.5  WOrKS Of OTNEIS ...ciiiiiiiiieiieete ettt ettt 525
Chapter 37
James Alexander Mirrlees
(1936 -)
37.1  AShort Biographical Note: James Mirrlees .......ccccceeeeecciveeeeeeeeiccnieeeee e, 528
37.2 A Brief Summary of James Mirrlees’s Contributions ..........ccccceeeuvivennnnnn. 531
37.2.1 Adverse Selection: Government Taxation........ccccceceeeeriveeennnen. 534
37.2.2 Situations of Moral Hazard and Incentives.........ccccocveevcieernennne. 535
37.3  Concluding ObSErvations ........ccceeeeeerieeriierenieeenieesieesieeesieeeseeesveessaeeenens 538
37.4  Select Bibliography of James Mirrlees’s WOrks .......ccocccvvveveveeeiiccvinnnenenn. 538
R R 2 To Yo | USSR 538
R A Vg ol [ USSR 538
37.5  WOrKS Of OTNEIS ...ciiieiieeiieeie ettt ettt e v s e 540
Chapter 38
William Spencer Vickrey
(1914 — 1996)
38.1 A Brief Biographical Sketch: William Vickrey ......ccccovveevcieiiiiiieeiicieee e, 542
38.2 A Brief Summary of William Vickrey’s Contributions ........cccccccevvviienennnnen. 543
38.2.1 Pioneering Work on Economic Incentives.........ccccceeeeveccvvieeennnnn. 544
38.2.2 AUCLION TREOIY weeiiieiiie ettt e 547
38.2.3 TaAXAtION weeeiiiiiiiiteee e 550
38.2.4 Marginal Cost PriCiNg....ccccvveeieiieeeeiieee et e esree e 551
38.2.5 Urban Transportation........cccoecveeeiiiieeiiiiiee s cciee e e 553

(Ixv)



38.3  Concluding ObSErvations ......ccueeiiciiieiiiiiee et e e eaee e 554

38.4 Select Bibliography of William Vickrey’'s Works .......ccccoccevevviieeeinciien e, 555
F < R = To Yo &SSP 555
38B.4.2 ArtICIES e eiiiei ettt 555
38.5  WOrKS Of Others..ccuuviiiiiiiiiciiie e 556
Chapter 39
George Arthur Akerlof
(1940 -)
39.1 A Brief Biographical Sketch: George AKerlof.........cccccoeveiivieeeiieiiiiiieeeee e, 559
39.2 A Summary of Akerlof’'s Contributions ......cccccceeveviieeiniiei e, 561
39.2.1 Microeconomic CoNtribUtioNS.......ccveevrriiiiiniiieeeniiee e, 562
39.2.2 Contributions to Macro€CoNOMICS.......ccevuerrrieeriieeriieeenieeenieenanes 565
39.3  Concluding OBSErvations .......c.ueieeciiie et rre e e aaeee s 568
39.4 Select Bibliophy of George Akerlof’'s WOrks ........cccoveeeeviiiiecciee e, 568
39.4.1 BOOKS oottt s s e s 568
30.4.2 ATHICIES ettt 569
39.5  WOrKS Of Others..ccuuiiiiiiiei i 572
Chapter 40
Andrew Michael Spence
(1943 -)
40.1 A Short Biographical Sketch: Michael Spence .......ccccoceeeevieeiiciieecccieeeees 573
40.2 A Summary of Michael Spence’s Contributions...........ccccceeiviiiiiieeeeeecccnns 574
40.3 Spence’s Other Important Contributions .........ccccceveveeiiiiieeeccieee e 579
40.4 Concluding ObServations .........ccuviieeeeieccciiiiee e e e 579
40.5 Select Bibliography of A. Michael Spence’s Contributions..........ccccecvveene. 580
40.5.1 BOOKS ..eeiiiiiiiiiiiiiieeiite ettt 580
40.5.2 ArtiCIES coveeeiiieeciiee et 581
40.6  WOIKS Of Others...ccii it 582
Chapter 41
Joseph Eugene Stiglitz
(1943 -)
41.1  ABrief Biographical Note: Joseph Stiglitz ......cccccooveciiiiieiiiiicceeee s 584

(Ixvi)



41.2 A Summary of Joseph Stiglitz’s Main Contributions ....................
41.2.1 Information ECONOMICS ..ccvvvviviiiiiiniiee e

41.2.2 New Theory of the Firm and Foundations of

Modern ECONOMICS......cviiiiriiiiiiieeeiieee e e esie e

41.2.3 Other Contributions of Joseph Stiglitz...........cccuee......e.

41.3  Concluding Observations ........cccccueeeeeeiecciieeee e
41.4  Select Bibliography of Joseph Stiglitz’s Works........ccccceeecvveeennnen.
4141 BOOKS .eveiiiiiiiiiiiieeettee et

4142 ArtiClES .eeeeeeiiee et

41.5 WOrks of Others.....cccuiiiiciiiiiceie e

Chapter 42
Vernon Lomax Smith
(1927 -)

42.1 A Short Biographical Sketch: Vernon Smith..........cccccveveernnnnen.
42.2 A Brief Summary of Vernon Smith’s Contributions ....................
42.2.1 Market Mechanisms......cccccccveeriieiiniiieceniieee e

42.2.2 Tests of Auction Theory.....cccccvvcveeeeviieeecciee e

42.2.3 Issue of Rationality ......ccccccveeeeiiieeieiiec e

42.2.4 Experiments Regarding Public Goods.........c.ccccuveenneen.

42.2.5 Other EXperiments .....cccccceeeecciiiieeeeeeeecciieeee e e

42.3  Concluding Observations ......cccccceeeecuieeesiiieeesceeeeeiee e eseee e
42.4  Select Bibliography of Vernon Smith’s Works ..........cccccceecvieens
42.4.1 BOOKS ..veiiiiiiiiiciiie ettt

A2.8.2 ArtiClES cuveeeiiiiieeeee et

42.5  WOrks of Others....c..ooviiiiieieieece e

Chapter 43

Leonid Hurwicz, Eric Stark Maskin &
Roger Bruce Myerson
(1917 — 2008), (1950 -) & (1951 -)

43.1  AShort Biographical Sketch: Leonid HUrwicz .......ccccvvvveeveeiinnnnns
43.2 A Short Biographical Sketch: Eric Maskin ........cccccccoiiviveeiiennneee.
43.3 A Short Biographical Sketch: Roger B. Myerson ..........ccccecuveeeenne
43.4 A Summary of Mechanism Design Theory......cccccoeeccvieeeeeeeeccnnns
43.5 Concluding Observations ........ccccceeeevieieeciieee e e

(Ixvii)



43.6  Select Bibliography of Works on Mechanism Design by

Hurwicz, Maskin and MYErson.........cccceeeieieieiiiieeecciiee e eeveee e 645

43.6.1 Leonid HUMWICZ ...ueviiiiiiiiiiieeeciiee ettt 645
43.6.1.1 BOOKS..cieeiiiieiiriiieeeeeeccirtree e e eeecctrree e e e e eeeeabrreee e e e eeanns 645

43.6.1.2 ArtiCles cuiierieeiiieeieesie et 645

43.6.2 Eric MaskiN...oocieioiieiiieiieecee e s 647
43.6.2.1 BOOKS..ceiiiiieeitiiieeee e e ccttiee e e e et e e e e enrrae e e 647

43.6.2.2 ArtiClES woveveeeiieeeciiee e 647

43.6.3 ROGEI IMYEISON ..uuuuiuiuiuiiirieiiurtiuieriretetetaiererererererrreeaereeeeeereeeeerereen 648
43.6.3.1 ArtiCles weveeeveiieieiiiee e 648

43.7  WOrKS Of Others...coccuiiiieciiie e e 649

Section - VI
INTERDISCIPLINARY RESEARCH

Chapter 44
Simon Kuznets
(1901 — 1985)
44.1 A Short Biographical Sketch: Simon Kuznets ..........cccoceeeeeiiicciiiieeee e 653
44.2 A Summary of Kuznets’s Contributions ..........cccceeeviiiiiicie e, 654
44.2.1 Studies of National INCOME .....cuvevvviiiiiiiiiieeccee e 654
44.2.2 Problems Relating to Savings and Capital Formation.................. 655
44.2.3 Studies of ECONOMIC GroOWEh ......ceviiiveiiiiiiiieiiieireeeee e, 656
44.2.4 Findings on Modern Economic Growth..........cccceeeecviereeciiieeeennen. 657
44.3  Concluding ObServations .........cccuvieeieiiecciiiiiee e e e e 660
44.4  Select Bibliography of Kuznets’'s Works........cccccvuveeiiciieeiiiviee e 661
N = T Yo USSP 661
N Ny A 1 o] =T TRRTR 662
445  WOTKS Of OThEIS...ccoocieeeeie ettt e e e e e araae s 662
Chapter 45
Friedrich August Von Hayek
(1899 — 1992)
45.1 A Short Biographical Note: Friedrich HayekK.........cccoccvveeiviiiieiiiiiie e 663
45.2 A Brief Survey of Hayek’s Contribution to ECONOMICS .........ccevecivieeiciieennes 664
45.2.1 Economics as a Coordination Problem........cccccoceeivvieneiniieneenen, 664

(Ixviii)



45.2.2 Price System as a Communication Network..........ccccceeveeiinnnnnen. 666

45.2.3 Monetary Theory and Trade Cycle Theory......cccccovvvveeeeeeccnnnnenn. 666
45.2.4 Inter-Temporal Capital Structure .......cccoecveeiviveee e, 668
45.2.5 Critique of Keynes’'s Theory and Policy .......ccccccceeevvieieccciieeecnen, 669
45.2.6 Methodological ISSUES.........ceeecuieeeeiiiee e e 669
45.3  Concluding ObServations .........cccuuieeieiiiccciiieee e e e 670
45.4  Select Bibliography of Hayek’s Works.......cccceevecieeiiciiee e 671
R = T Yo 3SR 671
A5.4.2 ArtICIES .ttt e a e e 671
455  WOTKS Of OThEIS ..ottt et e e e e aaree s 672
Chapter 46
Gunnar Myrdal
(1898 — 1987)
46.1 A Brief Biographical Note: Gunnar Myrdal .........cccoeeveeiiiiiieiiiiee e 673
46.2  Myrdal’s Major Contributions to ECONOMICS .......ccoccvveeiciiieiiiiieeeciieeeees 674
46.2.1 Cumulative Circular Causation ........cccceeeceeeiriieeecsiiee e eeieee e, 675
46.2.2 Rejection of LaisS€z-Faire ......ccccoeeeeeuieeiciiiee e 676
46.2.3 Ex-Ante and Ex-Post CONCEPLS....cuvviiieicuiiireeeeieiciireeee e, 677
46.3  Concluding ObServations .........ccuveieeei et 677
46.4  Select Bibliography of Myrdal’s Works ........cccccouveeiiciieeiiciieeeccieee e 678
46.4.1 BOOKS c.eeetiieiee e ettt e e e e r e e e e e e raaeaaaeean 678
46.4.2 ArtICIES ceveeeeiieeeeee et e 679
46.5  WOrks Of Others......coiiiiiiiiiic e 679
Chapter 47
Herbert Alexander Simon
(1916 — 2001)
47.1 A Short Biographical Note: Herbert Simon .......ccccccoecveeiiiiiieiccieee e 682
47.2 A Brief Survey of Simon’s Contributions........ccccccveeiiiiieeeciiie e 683
47.2.1 Organisational Behaviour: Satisficing Versus Maximising........... 683
47.2.2 Hawkins-Simon Theorem ......ccccccceeeiiiieeiiiieeeriee e eseee e 685
47.2.3 Certainty Equivalent Theorem.......ccoceeecveieeeiieee e, 686
47.2.4 Adaptive Behaviour and Dynamic Adjustment Process. .............. 687
47.2.5 Validation and Discovery of Scientific Hypotheses ..................... 688
47.3  Concluding ObSErvations ........ccoceieriiieniieeniiieniieeerte et e sreeseeesiaeesreesareeeas 689



47.4  Select Bibliography of SImon’s WOrks ........ccceeecieeeiiiiee e 690

Ny = T Yo USSP 690
B7.8.2 ArHICIES .ttt a e e e e 690
47.5 WOIKS OF OIS .vvviiiiieeieeee et s n 691
Chapter 48
James McGill Buchanan Jr.
(1919 — 2013)
48.1 A Brief Biographical Outline: James Buchanan ........cccccceeeveeeiiviieeescieee s 694
48.2 A Survey of Buchanan’s Contributions to ECONOMICS ........ceeevevveeeeiieeeenns 695
48.2.1 PUDBIIC ChOICE cooeeetteeeee ettt ae e e 696
48.2.2 PUDBIICDEDL .eoeueieeiiiiiiie ettt s 701
48.3  Impact of Public Choice ThEOIY .....ccccveiieciie e 701
48.4  Concluding ObSErvations ........ccceeeiecierieciieeccciee e csieee e sree e erre e e svee e 703
48.5  Select Bibliography of James Buchanan’s Works.........ccccceveciveincieeeenee. 704
T R = Yo To ] <SRRI 704
RN A 1N 4 o] =TT 705
48.6  WOIKS Of OTNEIS ...uuveieiiiiiieeieeeee e e e e e e e e ean 708
Chapter 49
Ronald Harry Coase
(1910 — 2013)
49.1 A Short Biographical Sketch: Ronald Coase ......cccccvvvveeiiiiieeiicieee e 712
49.2 A Brief Survey of Coase’s Contributions ..........ccceeeiieeiiiiie e 714
49.2.1 The Nature of the FiIrm ...cccveiiiiieee e 716
49.2.2 The Problem of Social CoSt........cccevviiriiiinciiiniieiiceieeriee e 717
49.3  Concluding ObServations ........cccvvveeeeiiiciiiiiieee e e e e 720
49.4  Select Bibliography of Ronald Coase’s WOrks.........cccoveeeeeeeeecciineeeeeeeseennns 722
49.4.1 BOOKS ..eeviiiiiiiieiiiee ettt ettt 722
49.4.2 ArtICIES ceveeiiieeeiee e e 723
49.5  WOrkS Of Others...ccoicciiiii e 724
Chapter 50
Gary Stanley Becker
(1930 — 2013)
50.1 A Brief Biographical Note: Gary Becker .....ccccooeecuiiiiieiiiicciiieeee e, 728

(Ixx)



50.2 A Brief Survey of Gary Becker’s Contributions..........ccccccvveeviieeeicciiee e, 729

50.2.1 HUmMan Capital ...cccovveeeeeeieeiieieee et 730
50.2.2 Economics of Household and Economic Demography................ 734
50.2.3 Economics of Discrimination .........cccoeceerveeinieeniieeniiensieeeniee e 737
50.2.4 Economic Analysis of Crime and Punishment ............cccccvveenneee. 739
50.3  Concluding ObSEervations .......cccceeeccciiiiieeeeiccciieiee e e e e e ssaerre e e e e e e 741
50.4  Select Bibliography of Gary Becker’'s Works.......ccoceeevcieiiecieecccieee e, 742
50.4.1 Books and Monographs.........ccccceeeeecciiiieeee e, 742
00 N A 1V ol L= RSP 743
50.5  WOrKS Of OTNEIS ...ciiiiiiiiiiiiieerie ettt sttt s s s 745
Chapter 51
Robert William Fogel
(1926 — 2013)
51.1 A Brief Biographical Note: Robert FOgel ........cccceeveiiviiiiiiiiiiee e, 748
51.2 A Summary of Robert Fogel’s Contributions .........ccccceeciieeeciieeeecieee e, 749
51.2.1 The Transportation Revolution and the 19th Century
Economic Development of the U.S.......ccccoeeiiiiiiiiniieeecee e, 750
51.2.2 Slavery as an ECONOMIC SYStEM ....cccuvviiiiiieieeiiee e 752
51.2.3 Nutrition and Standard of LiVing ........ccccceeeevcciiiieee e, 755
51.3  Concluding ObServations .........ccoecvieeiiiiiee e ssree s 758
51.4  Select Bibliography of Fogel’s Works........cccccuveeeeiiee i, 758
3 S R = 1o Yo ] <R UPPPN 758
51.4.2 ArtICIES oeeiiieeiieeseeeee ettt s 759
51.5  WOrKS Of OTNEIS ...ciiiiiicieietie ettt eiee ettt sae e sae e enes 761
Chapter 52
Douglass Cecil North
(1920 -)
52.1 A Short Biographical Sketch: Douglass North ........ccccccovvviiiiieeeiiincciieenn, 764
52.2 A Brief Summary of Douglass North’s Contributions...........cccccvviverennnnee. 765
52.2.1 Institutional Change and Economic Growth of the U.S.............. 766
52.2.2 The Rise of the Western World: A New Economic History......... 767
52.2.3 Structure and Change in Economic History........cccccevevevrcveeennen. 769
52.2.4 Institutional Change and Economic Performance....................... 770
52.3  Concluding Observations .......cccceccuuiiiiieeiccciiiee e 773



52.4  Select Bibliography of Douglass North’s Works..........ccccceveevviieiincien e, 774

oy R = To Yo ] <SSP 774
Y2 37 |V, FoT g oY ={ =Y o] s L3 USSR 774
52.4.3 ArtICIES oeiiiieeiiecee ettt 775
52.5  WOrKS Of OTNEIS ...ciiiieieiiiiiieectee ettt sttt st e s sare e enes 776
Chapter 53
Amartya Sen
(1933 -)
53.1 Individual Values and Collective DeCiSiONS ........ccceecueeeircieieeriiieeesieee e, 779
53.2 Indexes of Welfare and POVEItY.......ccccocuveeeeciiie e 780
53.3  Welfare of the POOIEST .....ccueevieiiiiieiiecee et s 782
53.4 A Short Biographical Note: Amartya SeN .......cccccevecveeeiicier e, 782
53.5 Amartya Sen’s Contributions: A Brief Summary ........cccccocvieciieeccciee e, 785
53.5.1 Theory of Social ChOiCe .......ccccuiiiiiiiiiiiiee e 785
53.5.2 Measurement of Inequality and Poverty .......cccccceecveveeciieeeennen. 787
53.5.3 Development ECONOMICS ....ccccuiieeeiiieeecireeeccitee e e e eereeeeaaee s 789
53.6  Concluding CoOmMMENTS .....ccuuiiiiiiee ettt et e e e e e e anrre e e e e e e 791
53.7 Select Bibliography of Amartya Sen’s Works..........cccceeeveiveeeviieeeecieee e, 791
1 T A = To Yo <SRRI 791
o T A Y ol =P 793
53.8  WOrKS Of OTNEIS ...ciiiiiiiiiiiiiiieteerie ettt ettt st s s s 798
Chapter 54
Daniel Kahneman
(1934 -)
54.1 A Brief Biographical Note: Daniel Kahneman .........ccccocceveeecieeeicieee e, 803
54.2 A Summary of Daniel Kahneman’s Contributions to Economics .............. 806
54.2.1 Heuristics of Judgment under Uncertainty ........ccccceceeeeecveeeennen. 808
54.2.2 Loss Aversion and Reference—Based Preferences.........cccccuu....... 810
oY 37205 T o €0 1Y o =Tt fl I T=To ] V2SR 812
54.2.4 Essentials of Prospect Theory.....ccoeiviceiiciciee e, 813
54.2.5 Framing EffectS.....cccciiiiiiiieiciiiie et 817
54.2.6 Fairness JUdgmENts ........ccccuiiiiiie e it 818
54.2.7 References and HEdONICS ......c.uveeivciiiiiiiiiiieciee e 819
54.3 Concluding ObSErvations ........cececiveeeecieee et e e e saaaee s 820

(Ixxii)



54.4  Select Bibliography of Daniel Kahneman’s Works .........ccccceeveveinciee e, 820

Y R = To Yo &SSP 820
Y S 1Y o (o1 [T SRR UPPPRN 821
54.5  WOIKS Of OIS ..uveeiiiiiiiiriiiee ettt e e eeerare e e e e eeenaes 823
Chapter 55
Oliver Eaton Williamson
(1932 -)
55.1 A Short Biographical Sketch: Oliver Williamson ........ccccccceevviieieincien e, 825
55.2 A Summary of Williamson’s Research Work on Economic Governance ....828
55.3  Concluding ObServations ........cccceeecuieeeiiiieeerieeeesiieeessiee e e svee e s sneee e s 832
55.4  Select Bibliography of Williamson’s Works .......cccccccveeiieiieciiee e, 832
3 T S A = To Yo ] &SRR 832
L1 TR N A Y d o] L= RSP 833
55.5  WOrKS Of OTNEIS ...ciiiiiiiiiiiiiieie ettt ettt s s 835
Chapter 56
Elinor Ostrom
(1933 — 2012)
56.1 A Brief Biographical Note: Elinor OStrom .......cccccoeecveeeivciereerciee e, 839
56.2 A Summary of Elinor Ostrom’s Contributions...........ccceecuereeciieeeecieee e, 841
56.3  Concluding ObServations .......cceeevciieeiiiiiie et aaeee s 847
56.4 Select Bibliography of Works of Elinor Ostrom ..........cccccceeeeeiieeeecciveeeennen. 847
o Y R = 1o Yo ] &SRR 847
56.4.2  ArtICIES oeiiiiierieeeiee ettt 849
56.5  WOIKS Of OTNEIS ...ciiiieiiiiiiiieeciee ettt sttt st ae e s saee e sre e e 849
Section - VII
GAME THEORY
Chapter 57
John Forbes Nash, Jr.
(1928 -)
57.1  AShort Biography: John Nash.......cccccoiiiiiiiiici e 854
57.2 A Brief Summary of John Nash’s Contribution to Economics.................... 857

(Ixxiii)



57.3  Other Contributions of Nash.......ccoccevviiiiiiiniiieiiicecsiec e 861
57.4  Concluding Observations ......cccccecccuiiiiiieiiccciiee et 862
57.5 Select Bibliography of Nash’s Major Works........ccccceeevvieeeeccieeesciiee e, 863
57.5.1 ArtiCIES cooiiiie ettt 863
57.6  WOrks Of Others.......ooiiiiiiiiciiie et 863
Chapter 58
John Charles Harsanyi
(1920 — 2000)
58.1 A Short Biographical Note: John Harsanyi ......ccccceeveeeivcieeecnciec e, 865
58.2  An Outline of Harsanyi’s Contributions to Game Theory .........ccccccveeenneee. 867
58.3  Concluding ObSErvations .......ccccceecciiiiieie et e e e e e e e e e 870
58.4 Select Bibliography of Harsanyi’s Major Works.........ccccccceeeeviieeeeeciveeeennen. 871
o< S R = To Yo ] &SSP 871
I N A Y o] =T RSP 871
58.5  WOrKS Of OTNEIS ...ciiiiiiiiiiiiiierie ettt ettt ettt s s 873
Chapter 59
Reinhard Selten
(1930 -)
59.1 A Brief Biographial Sketch: Reinhard Selten ........ccoceeveiviiivciei e, 875
59.2 A Brief Summary of Selten’s Contributions ........ccccceeeeciiiieeeiiiiicciieeee e, 877
59.3  Concluding ObServations ........cccecuieeiiiiiieiiiieecciree st e e s aeee s 882
59.4  Select Bibliography of Reinhard Selten’s Contributions ............cccccuue.n..e. 883
L R = 1o Yo ] <SR UPPPP 883
59.4.2  ArtICIES ueiiiieeiieeeiee ettt s 883
59.5  WOrks Of Others....cccueiiiiiiiiicieccee et 884
Chapter 60
Thomas Crombie Schelling
(1921 -)
60.1 A Short Biography: Thomas C. Schelling .......cccccvveeeiiiiiiieee e, 886
60.2 A Summary of Thomas C. Schelling’s Major Contributions ........................ 888
60.3  Other ContribULIONS ...ccccuiiiiiiiiieiecce e 894
60.4  Concluding ObSErvations .......ccccceccciiieiee e 895

(Ixxiv)



60.5 Select Bibliography of Thomas C. Schelling’s Works.........ccccccvveevcciieeennnen. 896

Y08 T8 A = To Yo &SRR 896
L0 T A Y o ol [T SRR UPPP 896
60.6  WOIKS Of OTNEIS ...ciiiiiiiiiieiieete ettt st s s 898
Chapter 61
Robert John Aumann
(1930 -)
61.1 A Brief Biographical Sketch: Robert Aumann ........cccccoeceiiiciiee e, 900
61.2 A Brief Summary of Robert Aumman’s Contributions to Game Theory.....902
61.2.1 Repeated GAmES .....cccceeciveeeeiiiie et ettt e s ree e s sare e e aaaee s 902
61.2.2 Correlated EQUIlIDrIUM ..c.ceviiiieeee e 906
61.2.3 Common KNOWIEAZE ...ccceeeeeeiiiieeee ettt 907
61.2.4 Perfect COMPEetition ......ccceeieiiiiiieiiiee e 907
61.2.5 Other Contributions.......cccevcveiiiiiiiiiece e 908
61.3  Concluding ObServations .......ccccccciiiiiiiii e 909
61.4  Select Bibliography of Works of AUmMann ........cccccveeeiviieeiccieee e, 909
o R T Yo | USSR P 909
N O N A Y ol =TSRRI 910
61.5  WOrKS Of OTNEIS ...ciiieiiiiiiiiiiieie ettt st s s 912
Names of Journals: Abbreviations (Journal INAeX)............ccoceecveevieeciieeccieeeiie e, NJ-1
INGME INABX ...ttt sttt st e s s aba e e s sbte e e seabaeeesanbaeessans NI-3
e ol [ Lo [=3 G PSP TI-17

(xxxviii)





