g. Receipts to Outlay. The two circu.ts, bhaslec and surplus,

defined in the forego.ng section, have now to be examined part by
part. A convendient point of departure is had in the operations

of the supply funetlons. There the principal agents are entre-

preneurs each of#t whom at any time 1is conducting one, or perhaps
several, units of enterprise, By a unit of enberprise is meant

some fully determinate and, as far as it soes, complete contri-
bution to the productlive process. It 1s complete in the sense

that it iIs not mersly the contrlibutlon of lebour, or of capital,

or of management; but 1t may be incomplete in the sense that it

is not a filnal product but only sdme_bartial pood or service in

the process towards flnal products. It is fully determinate:

it is specified not by the entrepreneur but by the precise nature

of the contribution as, for instance, 1t would he described In an
order or a contract; further it is specified as a basic or a surplus
contribution accordling as 1t'stands, In point of fact, in the lowest
or any higher correlation with elements in an emergent standard of
living.,

Now any unit of enterprise & lnvolves two component determinations
of its monetary magnitude. For at any mlven time the unit 1s being
operated on some definite scale, and over a perilod of time operations
are repeated every so often. This is conspicuous in such & metter
as construction: a ship-builder will have so many ships under pro-
duction at once; and to build a ship will take so many days. But
even when the productlive process approximutes to contlnulty, as on
an agsembly line, there 1s no continuity of payments. As contria

butlons are completed and sold, payments are recelved; as immediste

()_}i:)mmmmnwﬁm"mﬂm. {:!:;““w;;l




factors of production are rewarded and as contributions of other
entrejreneurs are taken over, payments are made. But betwaen'pay;
ments made and payments received there is a lag in which the same
two dimensions re-appear. BEach unit of enterprise requires a
quantlty of monetary circulating capital that varies with variations
In the scale of operations, say, with the number of products under
process at once and wi:th variations in their costs., And¥ this
Quantity of money has a frequency of use that is incremsed by more
repid, decreased by less rapid, production and sales. The two
components of the unit of enterprise will be referred to as turnover
magnitude and turnover fregquency.

It follows that acceleratlons of the basic and of the surplus
stages of the procesé are either or both asccelerations of turnover

or/ accelerations of

magnitudes/and/turnover frejuencles, In the former case more money
1s brought Into, or withdrawn from, circulation. In the latter case

the ronsy In circulatlon moves wmore or less rapidly.
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factora of production are rewarded and as contributions of other
entpeprensurs are taken over, payments are made. Between payments

made and payments recelved there ls a lag that varles with variatlons

in the time teMatWbe required to produce and sell a unit contrlbutlion.

Further the maximum quantity of money involved in this lap varles
with the scale of operations, with the number of unit contributions
under crocess at once. Filnally, each unit of enterprise haska

to have at call a quantity of monetary circulating capltal equal

to the maxlmug quantlity involved in its lag; this capltal increases

or decreases with chanpes in the scale of operations; and it has
a frequency of use that 1s increased by more rapid, decreased by
les8s papid production and sales.

Let us name these two components of the unlt of enterprise
its turnover mapgnitude and its turnover frequency. Turnover
magnitude 1s a quantity of monetary circulating capltal employed
oy the unit of enterprise. Turnover frequency is the number of
times, say per year, that the employment of capital and the scale
of operations are repenﬁed. On the assumptlon of a constant prdgess
the scale of operations multiplled by the turnover freguency would
give the total annual product, and the quantity of circulating capital
multiplied by turnover frequency would sive the total annusl volume
of business. However, the—censtamwt-rprecdss-ta-preciesalywmi-vwe
wrd-hret~lrfureatedsdn  the point of Interest is not the constant
but the accelerating process in which turnover m:rpitudes and
frequencles are Increasing or decreasing.

To obtaln soms notion of the acceleratlng process, let us take

any unit of enterprise, 1, and conslder it as a series of turnovers
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with any two successive turnovers numbered ] and k respectively.

Now the ragnitude of Lhe turnovers misht be measured elther by

payments received or by payments made, but the most convenient

line of approach seems %o bs a cohparison between payments recelved

in the earlier turnover and payments made 1n the later. <The

payments received 1n the earlicr are either basic or surplus,

final or transitional payments; they may be denoted as flj’ fij'
ij’ T"j’ since the unit of enterprise, i, 1s eithi? baslc or
surplus, two of these four terms are always QESQ,hAEgrgghce any

given unit regularly sells its contributlon either directly to

final buvers or.dlrectly to othor entreprensursg, usually three of
the terms are zero. Apain, the payments made in the later turnover

are elther baslc or surplus, initial or transitional payments;

they may be denoved by mﬂ$¢49§§4Lb%ﬁ4Ax%ﬂqsoik, o;k, ik’ tik;

with reference to any particular instance of the unit, i, only

the baalc or the surplus terms are relevant, thoush most unlts

make both transitional and Inltial payments. Now even though

the proflts of the previocus turnover are part of the inltial

HHW payments of the later Lurnover, there is no need of payments

received In the previcus turnover beinn equal to payments made

in the leter turnover. For the scale of operatlions may be Increased

or decreased, invelving a positive or necative increment of monetery

circulating ¢npltal; further, the payments received Iin the previous
turnover may contaln a windfall profit or loss which 18 net passed
H‘) on to Income throush t®ams initlal payments but transferred to or

covered {rom é reserve fund; and arain this is in effect a decrease

or Increase of monetary clrculatling capltal understood as the money

izzjmm é;ﬁ__mTwwummm,ﬂmﬂnJéium_hwwiw_m._fmmwwff s ;j’




The limits of the above summation define the standard "turnower
Interval" which is henceforth to replace the atandard "calendsar or
clockk-time interval's of the initlal definitlons. This turnover
Interval does not begin and end at the same instant with respect to
all payments. On the contrary, with respect to the payments made
or received by each unit of enterprise, i, it bezins when turnover,
1, begins, and 1t ends when turnover, n, ends. Thus in tlime it
has ragged edges. On the other hend, each successive turnover
interval filts perfectly into its predecessor: for the turnovers, n,
of the preceding Interval are the turnovers, 0, of the succeeding
interval. Finally, the distinctlon betwsen basic and surplus stages
of thex productive process should mak prevent the necesslity of
taking meaninglessly long intervels to give each unit of enterpriee
at least one turnover during the interval.

There remalns the matter of simplifying equations {26) end €%
(£7). Conslder then the following,

n .
K %% (6f, - T4y (28)

1 |
% % (635 - Ty (29)

1]

K"

where the expressions on the right-hand side are taken from
equations (26) and (27) and represent respectively the difference
between basic trensiticnal payments made and basic transitional
paymente recelved durlng the turnover interval, and the difference
between surplus transltional payments made and surplus transitlional
payments recelved durlng the turnover interval. Evideuntly, on the
gupposition of synchronized turnovers, such that each turnover, 1,
began at the same Ilnstent and each turnover, n, ended at the same

instant, K' and K" would each be squal to zero. For while the

Oj | - i__k’_”



translticnal paymenté received and the transitional payments wreseiwed-

made differ with ruspect to any one enterprise, they are exactly

the same with respect to an agsregete of all enterprises that

make transitional payments to one anothef. And the definitions

have been worked out so that only basle enterprises make or

recesve baslc transitional payments and only surplus enterprises

makqﬁ or receive squplus transitional payments. Hence, on the

supposltion of synthronized turnovers, K' and K" are each zero,
Howsver, apart from that supposition K' and X" are arbi-

trary constants. The ragged edges in time of the turnuver interval

make 1t posslble for transitional psyments toigada during the

Interval but received before or after it; and simllarly they

nake it possible for transitional payments to be received during

the interval but made before or after it. For the expression

"during the interval' 1s not univocal when the interval pegins

and ends at a serles of different dates, according to the enter-

prise that makes or receives the payments., Although there 1s

8 probability}%hazt?;creases wlth the number of enterprises

concerneq,to the effect that payments made but not received

tend to cancel against payments received but not made during

the Interval, no amoutt of probability will insure that in

euch interval K!' and K" are zero. It remains that they are

arbitrary constants rusulting from the lack of synchronization

of the turnovers. For, first, they disappear on the supposition

of synchronizatlon, and so they c¢cannot be the result of accelerations

of the process in the sense that they are necessary factors of any

such acceleratioqﬁﬂ But again they constitute no real problem:

there always ls some enterprlse that receives payments made or




and flnal payments of expenditure, DR, But there is no similar
expentation with rerard to DS, AR, 4T, which depend upon the
acceleratlon of turnover marmitudes: it may happen Lhatl they are
each zero; it may hapren that they are each nemative; and even
if they are positive, the increase in DO and DK is a multiple,
depending on turnover frequency, of the increase in turnover
magaltude. Hencé, at a fifst aprroximation, the Interpretatlen
of equations (24) and {25) lies in eqat equating the larce sums,
DO and DR, and agein in equating the small sums, DS and (dR & dT).
More generally the difference {DO' ~ DR'} and the difference
(DO"™ - DR") 13 & lag. There is no need that DO and DR be exactly
equeal in eacn Interval., But 1t 1s necessary that they kesp pacee.
When DR 1s smaller thah DO, ent;epreneurs are not getting back
thelir outlays; they reduce perforce their scale of operatlons;
and that reduces DO till it is as small as DR. Agaln, when DR
is greater than DO,
pagcecabiletitgs  then agrrerate expenditure 1s rreater than

aggregate earnings (where earnings include undistributed proflits,

allocatlons Lo sinking funds, even imarinary depreciation charges);
the possibility of this 1s a nepgative DS representing a contracting
scale of op.rationa when entrepreneurs have a maximum stimulus
to incr.ase their scale of operationsi the suprosition 1s a little
fantastic, Hence while there mey be a lar between DO and DR,
there can b no more then & lag. The two havé to keep pace.

In conclusion, the circult equations {24) and (25) equate
DS' to the lag of basle [inal payments behind haslec initlal payments,
plus the ayggregate increment per interval in basic final turnover

magnitudes, plus the agrregate incrument per Interval in basie

—
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makes payments received; the difference between transitional paymbnts
made and transitional payments received at the end of one turnover
interval 13 always cancelled exactly by an opposite difference

at the beginning of the next interval. Further, no matter what
the length of the interval and no matter what accelerations or
decelerations occur during the interval, the values of K! and X"
depend sole}y upon the series of dates at which the tﬁrnover
series of the Interval begina and end, and these values can

always be modified so that a cancellstion results by a suitable
modification of the serles of dates. Accordingly, one is led to
conclude that K!' and K" are mere constants of integration, and
that the slignificance of equatinns (28) and (29) is that they

provide the means of calculating these constants.

d) Alternative Form of the Summations. Equations (18) amd (19)

were reduced to the form of equations (23) and (24) by intro-
ducing increments in fanal payments and transitional payments
‘received, as defined by equations (20) to_(23). This trans-
formatlon was effe%?eq:;;:t:aeﬁall the terms of the equations
turnover equatloggﬁ;efer to the same turnover. However the same
result might have been obtained by introducing increments in
initial and transitional payments made and also increments in
the equating suma of money. Such a transformation would involve

81x defining equatlons as follows,

diij‘ = 15_3 - 1'1,1' | | ) {30)
ayy, = 1, -1, S (31)
dt:'lj' = ti;} - t;ij, .' ! = o (32)
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9. Circult Acceleration. On the assumption of CT0S8~0VOr

equilibrium (DG = 0) the basic andih the surplus cirouits operats
independently. The basic cireunit 1s a function of DR', DS!, DO!,
DI', DD', DE' and the surplus circuit 1s a function of DR", DS",
DO", DI, DD", DE". Further, of the six variables of each circuit,
the palrs, DE' and DR!', DE" and DR", are no more than equivalent
aspects of baslc and surplus final payments; while with cross-over
equilibrium, DI' equals DO' and DI" equals DO"; thus sach circult
is reduced to four Indepeundent variasbles. It remains that four
independent varlables leave a great deal of indeterminacy, and it
is the purpose of the present section to shew that, in the main,
DD' and DD" are zero, that DE!' keeps pmce with DO' and DE" keeps
race with DO", and that variations in DO' depend upom DS' while
variations in DO" depend upon DS".

One mg may begin by noting an historical fact: the exchange
sconomy has an appetite for ever more money. It has developed
bills of exchange and discounting houses, the political poliey of
mercantilism, the gold standard with a fiducliary issue of notes,
banking and bank credit and, flnally, the eliminstion of automatic
limits on quantity of money by the elimination of the gold standard.
In each case the effect of the device was to make available in

greater guantltles the means of payment
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factors of production are rewarded and as-the contributions of other
eﬁtrepreneurs are taken over, payments are made., Now between paymenté
made and payments received there is a gap: at any time it is ad

deep as the difference between payments made and payments recelved,

and it is as broad as the time taken to producé and sell a unit

contribution




factors of productlon are rewarded and as the cbntributions of othsr
entrepreneurial units are taken over, payments are made. Betwéen

payments made and payments received there 1s a gap, as deep as
the maznitude of the payments and as broad as the lenrth of time

taken to produce and sell a unit contribubion |




Certain points are to be noted. The equallity of outlay and
expenditure does not exclude profits: proflts are the part of
initlal payments which entreprensurs pay themselves; that part
may be &8 large as you please even thouch outlay and expenditure
remain equal. What 1s exeluded by the equality of outlay and
expenditure is that there 1s no element of outlay that 1s not
spent, either In itself or iIn its equivalent, without the dis-

appearance of that elemém element on the next round of outlay.
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Combining equations (65) and (93}, {66) and (94), one obtains
the correlstion of turnover differences in the form,

DeR' s D28t = D20V 4 P! (95)

DeR" s DPS" = DRO" 4 OV (96
where T' and T" are adjustment factors tending to zero as a statls-
tical averapge. Now lt has been shewn that over a series of intervals
in which Dil' or DMY 1is positive, zero, or nesative, res ectively
DRR! or DOR" will be positiig,;ggzi?eor nesative. ‘Bute with D=§!
at zero, or agaln with DP8" at zero, and apart from incidental
ad justments T* and T, D°R! and D=0' are equal, and arain DR

and D?0" are squal.




velocitles both of income and of expenditure, since the turnover
period 1s a matter both of production, which yields income, end
of sale, which postulutes expenditure; and the turnover frequencies
cannot be too fast for the demand funcrions since, If they were,
expenditure would not be keeping pace, sales would bhe falling
behind, and the turnovers would not be completed, and the more
rapid turnover freguency would not exist.

With thesestwo theorems one may now approach the deduction

of the nature of circulation trends by consldering the eguations,

DM! - DA!

"

D°R' & D! (71)

DM - DA D2R" 4 pep - (72)

From the concomitance of final and transitlional payments, 1t

follows that B2Rtand BET whether basic A L-op~guralds~{ M ai
bero A bite. Shé sl follows that DRR! and D211, and acain

that D2R" and D2TY will In 7eneral he of the same sign. Fronm

the fact that rates of absorption are relatively small means of

ad justment, 1t follows that a positive DM! over a scries of
Intervals wlll be accompanied by positive turnover differences

D2R' and D2T!, that a negative DM! over s series of Intervals

will be adcompanied by mepgative turnover differences D°R' and DzT',
that a positive DM" over a suries of Aintervals will be accom-

panied by a positive DR" and D", that a nepative DM" over a

series of intervals will be accompanied by a negative D2RY a:d ﬁaT“,




- The fifth theorem 1s that turnover fréquencies are rosultanh
and'not initlating factors of acceleration. The meaning is that,
granted the existence of an acceleration, then chanres in turnover
frequency may be expented. In an expansion one may expect Iincreasing
efflelency of production and sales; in a contraction one may expect
decreasing efficiéncy of production and sales, Inversely, one
cannot expect a change in efficlency to be the initlating principle
of an expansion or a contraction. ‘rhe reason for the tendency,

and no more than a tendency 1s asserted, is that change in turnover

frequency
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that the emergence of exchanse-values 1s a componént part of the
productive process, and that there are payments within the process
in the sense that they conatitute that part of the process. |

fi Such payments are termed operative. They are as much operations

| as any other operation within the process. They are as much
component parts of the process as any other component part,

indeed more so, for they are the ultimate end decislive part of
every completed forward movement of the process,

The correlation, then, between operative payments and the
productive process 1s immedlate and iptrinsic. Operative payments
‘are the immanent manifestation, the constltutent comronent, of

emerging
the process itself inasmuch as it is a process of/exchanre-values.
It followa that such payments stand in a net-work that 1s congruent
with the proprietary net-work which ownershlp throws over the
process; that they recur with the recurrence of the routines of
the process; that, In the main, they vary with varistions 1n the
volume of those routines. It follows further that, since every
element within the process has its price and, as an emergent
exchange-value, commands a payment, therefore the sections of
the process give grounds for a division of operative payments,
that as there 1s basic sectlon, so there are hasic operative
peyments, and as there is a surplus section, so also there are
surplus operative payments. If follows finally that, since the
surplus sectlion has to &o with the accelecration of the econonmy,

and the basic section has to do with the main velocity of the

sconomy, namely, the velocity that 1ls proportionate to the standard
of living in a point-to-point correspondence, therefore surplus
operative payments stand in & circulation releted to the acceleration

and basic operative payments stand 'ln & circulation related to the
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denied that such payments may mean much more than that. Bdoh
Bedlstributive vebfratia exchances may have repercussions on
current production: incidental re-sales of durable goods prevent
sales of new roods. Apgain, redistributive exchanmes may mark the

re-entry of roods into the process: junk 1s a source of raw

materlals; an organized second-hand trade, spart from ilts

purchases, 1s a part of the productive process. Further,
redistributive exchanmes may be highly significant indlices of
Industrlal and commerc.al sltuations: the movements of stock
and security (as distiset from investment) markets are cases
In point. But 1t is one thing to have repercusslons on current
production, and gurte another to be the current production whach
the repercussions affect. It is one thing for goods to re-enter
the productlve process, and qudte another for them to be already
part of the process. It 1s one thing to be a highly sipniflcant
index on the conditicn of something else, and quite another to
be the something slse. However closely related to current
production, redistributive payments are not constitusnt and
component parts of it. Redistributive payments are non-operatlive
payments. They constltute exchanre-values outside the productive
process.

Lt has been saild that while surplus paymerts have to do with
the acceleration and basiec payments with the main velocity of
the process, redistributive payments are an indidental, a constant
of integration. As far as regards redistributive payments, this

statement 1s only the first approximation of the analysis. It

affirms what is true of redistributive payments in the mass, namely,

thet they merely redistribute citles to ownership, But 1t will
appear later that xadxx some redistributive payments, 1n a fres,

a8 opposed to a dletatorlally contrelled, exchange & conomy,

A o



velocity of the economy.

S0 much for basle and surplus operative payments. .They
exlst on two condltions: filrst, there must be a productlive process
wlth a basic and?surplus gsection; second, both sections of the
ﬁrocess muet involve an emersence of exchanre-values. These
conditions are not fulfllled in every economy. Primitive frult-
gathersrs have a productive process, pgathering fruit, but thas
process has only a besic section. Primitive hunters and fishers,
Inasmuch as they make spears and nets, have a productive process
with both sections, However, in neither case need there be any

emergence of valus-in-exchange but only of valus-in-use. It 1is

only with further technical., polltical, and cultural developments

that value-in-exchanggﬁfppears spés—-e-8—is—to—be—wxperted; 1T
&pﬁ@&?ﬁ*&%—@éfﬂ%‘eﬁigiin the basic section and Zedse. in the
surplus sectlon. Lt remalns, none the less, trat the existence
of both surplus and basic operative payments can be doubted only
in rather elementary forms of economic development.

Beaides operative there are also redistributive payments.
Thelir existence results from the fact that property is a wider
category than the goods and_SUrvices of the current procegs.

As elready noted, there are natural resources presupposed by

the current production of any time; these may be owned and scld
and paid for. Agaln, there are the durabie products of past
production: houses and motor-cars, factories and machinery, do
not dissolve into dust as soon as they are produced and p id
for; they continue to exist and to be owned; and they may be
sold again., The payments involved in such sales and re-sales
are termed redistributive, for, at least, they change ownershlp,

thiey make the-owrey Brown the owner instead of Smith. It 1is nel
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constiltute an even higher determinant of the totsl movement of
the economy thun surplus payments (see p. ). |

The remaining questions rogard the sub-division of basie
and surpiua payments Into Initial, trans.tional, and final.
in account has to be glven of ultimate prices and of simultaneous
and successive price-~-building. It will be recalled that the
productive process Includes an emerrence of'exchance-values.
Price-busiding ls the summation of the exchange-values that
emerge per unit product or service. € Usually this summatioﬁ
is a double summation, so that there 1s a distinction between
the simultaneous price-building of the first summation and the
successive price-building of the secom@ sunmation. The simul-
taneous price-buillding of the first summatlion adda topgether the
exchanpge-values per unlt product or service resulting from the
lmmediate cooperation of several factors within a single entre-
preneurlal unit. In ats generalized form this sumnation 1s of
the exchan.e-value per unit of the contributions of labour,
management, and capltal eguirment. The successlve price-bullding
of the second summation ndds torether the first summatlions that
refer to the same preduct or service at its present stage of
the productlive procesa. The simplest example of such second
summatlons is had when the same material is owned successively
by a number of entrepre¢neurisl units; then second summations
occur when the third unit pays the first two, the fourth pays
the flrst three, the fifth pays the first four, and so forth.
Lastly, ultimate prices are second summations in thelr final
stage; and such a stage 1s final in thg sense that any subsequent.

sale of the same object would be not operative but redistributive.

° )
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bases will again find themselves without balls eventually. But
without further information one cannot say how rapldly the ultimabe
event of being without balls will arrive. Further, the players

at the bases may make up, by a greater efficlency in pitching

and catchling what balls they have, for any loss of balls they

may suffer, up to the ultimate moment when they have no balls

T T e S W et e

at all.

But Gespite this almost baffling lndeterminacy, 1t remains
that there 1s a definite dynamie structure. There are hypotheses
on vhich the geme can go awry; and this possibility constitutes
a fundamental determlnacy for the structure. On that basis

erther by adding further information about the nsture of the

ettt A R

gams or by adding further suppositions, a still greater deter-

minacy may be built,
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third to second is (1 - @")DO", from third to home is G"DO".
As far as these movements are concerned, at the end of each
interval the groups at home and filrst have DG more balls than
at the beglnning of thi??gterval, while the groups at second
and third have DG less balls at the end of each intervel than
at the beginning of the same Interval, where
DG = G'DO" - G'DO!

and so DG may be positive, zero, or negative. However, the
group at the pitcher's box 1s far from idle. In the course
of the Intermal it has made DD* more throws to home than
the group at home has made to it, DS! more throws to first
then first has made to it, DD" more throws to second than
second has made to it, and DS" more throws to third than third
has made to 1t. The result of these movements 1s that at
the respective bases there have been added to the home-first
circuit (DD' 4 DS!) balls during the interval ard also
there have been added to the second-third circuit {DD" ¢ DS")
balls during the interval, whsre however any of these quantities
may be positive, 2ero, or negative.

| Evidently, there is a high degree of Indeterminacy to
event 8 within such a dynamic structure. All one can say 1s

Mﬁ.?nitivo

the game may go all awry. A large,.cross-over difference
uncompensated by actlon from the pitcher's hox magxzx will
result sooner or later 1n'depriving the groups at second and
third bases of all their balls, or if the cposs-over difference
ls lerge and negative,. it will result in depriving the groups
at home and first of all theur balls. Similarly 1if the group
at the pitcher's box makes up 1ts mind to eecumsddbe accumulate

balls, tossing back fewer than they rsceive, the groups at the
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A schedule of relative values 1s a serles of stateménts, each

to the effect that a certsin quantity, say a}, is just worth while ‘
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For the determining declsions are the decisions of entrepreneurs
to produce such and such foods or services in such and such quantitles,
These declslons are based upon the present prices, that are costs,

and the estimated future prices, that will obtain in sales. But

both sets of prices are results of exchances, so that the exchanges

supply the premises for the decisions and, further, the sctual,
as opposed to the estimated, future prices are a control of entre-
preneurlal decisions. -JIf the market 1s mis judped, there follow
in so far as - _
losses; only Af it is judmed rightly, are there profits. However,

the actunal future prices are an independent control of entrepreneurlal

declsions, only when the entrepreneur himself cannot control the

future prices

-




B N T LUt T T SN e

conatitute an even hipgher determinant of the total movement of
the seconomy than surplus payments. |

The remaining questions regard the sub-divisions of both
‘basic and surplus payments into initial, transitional, and final.
A bricf account has to be given of simultaneous and successive
price-building and of ultimate prices. Let us bhegln with the
example of & commodity handled successively by s mining company,
a processing company, wholesalers, and retallers. ILet us postulate
separate accounts of receipts and payments of esch successive
entreppensurial unit with respect to that commodity, and let lomsses

be counted as negative profits., Consider then the series of

payments of consumers to retallers, retaillers to wholesalers,

wholesalers vo the processing company, and the processing company

to the mining company. Each of these successive payments will

be smaller than its predecessor and the difference will be the

costs and profits of the intervening firm. It follows that
the gross receipts of retallers are the summation of the costs
eand profits of all four groups of firms; the sross receipts of
wholesalers are the summation of the costs and profits of the
remaining three gzroups; and so forth, untll we come to the

mining company, where ex hypothesi pross recipts receipts are

identical with costs and profits. But, further, in each case
the costs and profits are themselves summations. Let ns take ,:f"Q i

costs in the very narrow sense of payments made to other firms,

such as railways, power companies, and so forth : I

T
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T The BExchanwue Economy; - In any economy, that has developed

beyond the level of primitive fruit-zathering, it 1s possible to
verify the existence of a productive process with baslc and sur-
plus stages. But, further, since at any time there are deter-
minute quantlties of goods and services In process, 1t also |
1s possible to verify the existence of human deciszions respon-
sible for that selection of quantities. Now declsions of this

type have an extremely interesting general form

PRy e——




constitute an even higher determimmnt of the total movement of the
economy than surplus payments.

The remaining questions regard the sub-divisions of baslc
and of surplus payments into initlal, transitional, and final.
A Dbrlef account has to be glven of ultimete prices, of slmultaneous
and successive price-building. It will he most coﬁvenéent to begin
from an example., Let us suppose that the productlve process of
pins Involves the activity of mining companies, rallways, manu-
facturers, railways, wholesalers, rallways, retallers; further
suppose that there are separate accounts of receipts and payments
of each of}these entrepreneurial units with respect to mank

their geveral contributions to the supply of pins.
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constlitute an even higher determinant of the total movement of

the economy than surplus payments. Thus it is by redistributive
payments thet new combisatlons of production factors are effected

and new firms emerge; further, banking and other financial operations
moblllze money for industry and commerce; but, sechetermuEBeions,
apart from interest payments and their e quivalents which are the
reward. of services and so operative, mety such transactlons are
redistributive, not component parts of the process but events

which, however algnificant, take place outslide it.




constitute an even higher determinat of the total movement of the
economy than surplus payments. Thus it is by redistributive payments
that new combinations of production factors are effected. Again,

the principal part of financisl operations 1s redistributive.

The interest, or iﬁslequivalent, is aﬁ operative payment rewarding
Tinanclal services. But movements of the principal, when financlal
operations, are redistributive payments., They chanme the owneréhip
of a oommoditg:gigt either is created, and so to be assimilated to

natural rcsources, or else 1is a swetAfuatds second-hand article,

and so on another count an object of redistributive exchange.
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