
Book Review 
June 20, 1953 

Robertson and A l l This 
U t i l i t y and All That and Other Essays, By D H Robertson. George A l l e n and U n w i n , London , 1952. 

207 pages. 18 shillings. 

N O T H I N G is accepted as good 
I N economics i n England , i t has 
often been said, un t i l Robertson 
says that it is all r ight and that the 
most powerful check on every 
enthusiastic theoretical innovator is 
the fear, what would Robertson 
say? In fact there has never been 
any one l ike Robertson in „the 
world of economists. Marshall, 
Pigon and Keynes, Hicks and Joan 
Robinson, all won their position by 
the positive contributions they 
made; Robertson won his largely by 
saying ' N o ' ! Now, one who goes 
through life by saying ' No to 
almost everything usually ends up 
in frustration; but Robertson's repu
tat ion has kept on rising and there 
is probably no one among economists 
today who has a more respected 
position. 

This respect is mixed w i t h affec
t ion and love, for Robertson chas
tises but docs so in the manner of 
a good uncle. The enthusiastic 
reader of the latest journals and 
books—who thinks that the last 
th ing in publication is also the last 
th ing in knowledge—gets a good 
kick when he goes over the same 
ground once again, w i t h Robertson 
as an escort, but also gratefully 
realises how many gaps and loop
holes he had ignored. The inno
vator who thought that his mono
graph had reconstructed economics 
is pleasantly shown how much of 
his new things are not really good 
and how much of his good things 
are not really new. And everyone, 
the v ic t im included, enjoys the br i l 
l iant surprise that Robertson's well-
chosen words bring at unexpected 
steps and the magic artistry wi th 
which the plain t ru th is spoken 
about things which others could not 
put in terms of anything simpler 
than hypersurfaces. 

It is for many years now that 
Robertson has been wr i t ing from his 
position as a censor. His positive 
contributions almost all came out 
in his younger days; Industrial Fhic-
tmtiom was wri t ten at an age at 
which most people do not com
plete their in i t ia l training, and 
Banking Policy and the Price Level 
—the first book in English which 
sought to study the effects of mone
tary changes' on prices via produc
tion—was also the product of youth . 

ness cycles and subjects in which a 
Marshallian would take a natural 
delight. In the thirties Keynes had 
led h im to a field which was domi -
nantly monetary. But he had been 
noticing the developments all the 
t ime. Much of these he d id not 
approve of and during the last four 
or five years Robertson let himself 
go-

One of the most remarkable pro
ducts of this phase is a review of 
the first volume of the American 
Economic Association's Survey of 
CONtemporary Economics. T h e 
review is enti t led " A Revolution
ist's Handbook " and it gives h i m 
the opportuni ty not simply to review 
the Survey but also to review every
thing that the Survey surveys. He 
counts the so-called revolutions in 
economic theory on his fingers and 
finds the ' ' Chamberlin Robinson 
Revolution " and the " Ha l l -Hi t ch 
Revolution " b o t h wanting—the 
first of these made " Geometry 
ascend the throne left vacant by 
philosophy and commonsense" and 
created a world of " endless fantastic 
patterns of tangencies and intersec
tions "; the second '' hacked its way 
through the jungle of polypoly, plio-
poly, oligopoly and what not " and 
'' suddenly seemed to find old Mar
shall, representative firm in hand, 
wait ing on the other s ide ' ' In two 
admirably concise pages the gaps in 
the Keynesiau Revolution are tested 
and Robertson brings to the readers-
notice how Fisher's " velocity " and 
the Cambridge K have crept back 
into the new discussions, how the 
interest theory has been reinforced 
by the " rediscovery " by Hicks 
( ' ' the p r i n c e o f liquidity-mer
chants ") that " the rate of interest 
is the price of t ime '' and how the 
solid emphasis on full, employment 
is mel t ing into a recognition of the 
problem of wage and price stability. 

There is an interesting discussion 
in tin's same review on the " Hicks-
Allen Revolution " against cardinal 
u t i l i ty and the later counter-revolu
tion " setting .back the pale shade 
of u t i l i ty , deodorised and clcquanti-
fied, upon its t h r o n e " . Rut this 
subject is discussed much more fully 
in the most interesting essay in the 
collection—the Manchester' School 
article which gives the book its 
t i t le . Robertson has hard things to 
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One remembers also the admirable 
Cambridge H a n d b o o k — M o n e y — 
which incorporated parts of his ear
lier work and the articles he wrote 
in the Economic Journal in the 
twenties on subjects l ike the Repre
sentative F i r m and External Econo
mics., Then , near about 1930, 
Robertson became mainly a critic 
and a reviewer. The date is impor
tant,, because Keynes' Treatise was 
published in 1930; one wonders if 
there was a tacit understanding that 
Cambridge would proselytize through 
Keynes and make the « proselyte 
recant through Robertson.' 

The essays that were collected in 
the Essays in Monetary Theory at 
the end of the thirties were—with 
one solid exception—practically all 
in the nature of reviews of current 
discussion. The exception was the 
essay on the Theory of Banking 
Policy and here one could meet 
again the Robertson of his younger 
days trying to express complicated 
inter-relations in terms of '' crucial 
fractions " — l i n k i n g cash balances to 
real income, the product ion-period to 
the time-unit, industrial loans to 
total bank-deposits and bank-financ
ed capital formation to self financed 
capital formation. There was also a 
sketchy outline of a positive theory 
in the essay on Industrial Fluctua
tions and the Natural Rate of Inte
rest, but in the main the collec
tion was a review of the monetary 
theories of the thirties. One reads 
w i th profit and amusement the sur
vey of monetary controversy in 
which the Optimists were looking 
pleasantly at the grimaces of the 
Pessimists and the Blondinist was 
at tempting an impossible balancing 
tr ick—and one could sec even in 
the midst of the glamour that 
Keynes had given to the atmosphere 
that umillummed spots still remained 
in the interest theory and that a 
spotl ight might sometimes be too 
strong to achieve its purpose of 
showing a thing in its correct shape. 

Robertson had come to occupy a 
unique position in the late forties, 
Keynes was gone and Pigou had 
retired, and Cambridge could now 
speak mainly through its new Pro
fessor. A n d the new Professor not 
only spoke but spoke out. In the 
twenties he had wri t ten on varied 
subjects—monetary theory and busi-





say about revealed preference (he 
had expected a " new apocalypse " ) , 
the index number theory (" delight-
some perhaps to the eye, but impos
sible to the ear ") and the social 
welfare funct ion (' ' the vast parti
coloured mathematical balloon " ) ; 
but he has also analysed w i th superb 
luc id i ty the essence of the index 
number theory as applied to a group 
of persons and one notes w i t h admi
ration the skilful manner in which 
the Tweecl ledums—Lit t le and 
Samuelson—are isolated from the 
Tweedledees—Kaldpr and Hicks. 
T h e present-day student who has 
followed the current controversy 
carefully would not perhaps find 
everything as nonsensical as Robert
son would lead one to assume, but 
no one can fail to be impressed by 
the main point that welfare econo
mics has still far to go before it 
can become an integrated theory of 
economic policy. 

There is a danger in all this, 
l ikely to arise from what is Robert
son's great virtue—persuasive wri t 
ing. Robertson himself is fully 
conscious not only of the deficiencies 
of the theoretical innovations but 
also of the traditional theory. Hut 
all but the very careful reader is 
likely to miss the latter aspect and 
to be earned away by the impres
sion that there is no th ing really 
valuable: in the new developments. 
It would tend to be a dangerous 
consolation to the intellectually 
lethargic that there is no th ing in 
the monopoly-oligopoly theory of 
the last twenty-five years, which 
Marshall d id not provide for, that 
every bi t of the present-day macro
economics can be traced back to 
some bi t in Marshall or that if 
Marshall d id not emphasize dyna
mics and growth, nobody else lias 
done it any better. It Mould lead 
to a very undesirable type of com
placence if the reader of Robertson 
would end w i t h the idea that the 
new welfare economics cannot pro
vide an answer where the Marshall-
Pigou system cannot provide one, or 
that it does not after all matter if 
one does not know why a unique 
and transitive social preference func
t ion cannot easily be constructed out 
of individual preference functions. 

It is for this one longs for a ful l 
positive treatment of the major 
problems of economics by Robert
son. One should easily be able to 
anticipate what a valuable addit ion 
to knowledge and conception w i l l 
be made if Robertson would wri te a 
ful l text on the theory of income 
and employment, or on money, 
interest and prices, or on welfare 
economics, or if he should so 
choose, on the theory of pr ic ing and 

product ion. -
An indicat ion of the great height 

to which Robertson can rise ,is avail
able in the present collection in 
the essay enti t led " Some Notes on 
the Theory of Interest ", reprinted 
from the contr ibut ion he made to 
the volume prepared in honour of 
Professor J H Wi l l i ams , Money, 
Trade and Economic Growth. The 
usual shafts are still there—directed 
against J Harrod for ignoring Mar
shall's chapter on the G r o w t h of 
W e a l t h and for giving a mystical 
theory of interest, and, of course, 
against Keynes for his failure to 
distinguish ' clinically ' between the 
changes in the rate of interest due 
to changes in L I a n d those due to 
changes in L 2 , and for his confusion 
in conncction w i t h the w e l l k n o w n , 
' finance controversy. The main 
body of the article, however, is a 
synthesis and formalisation of the 
work done by Irving Fislier and by 
the three ' scavengers '—Ramsey, 
Lerner and Champern ownc. 

Fisher gave—with precision and 
elaboration—the " crucial definit ion 
and the crucial condi t ion " of 
individual equi l ibr ium in terms of 
the present desire for present con
sumption and the present desire for 
future consumption. The difference 
between the two expressed as a pro
portion of the former is the indivi 
dual's marginal rate of timc-pretcr-
ence; if this rate differs f rom the 
market rate of interest, the ind iv i 
dual w i l l either lend or borrow un t i l 
the subjective rate equals the market 
rate. 

This is not, however, a theory of 
interest-determination, and Robert 
sou shows that Fisher's conception 
of time-preference could be improv
ed if myopia could be treated as a 
rate and if " desires " were replaced 
by u t i l i t y expectations at various 
dates. Fisher also failed to forma
lise the connection between his 
theory and a changing wor ld . Ram
sey cleared some of the cobwebs 
and left the path open for Pigou to 
define the stationary state as one in 
which the market rate of interest 
e q u a l s the representative man's 
mvopia equivalent and to state the 
conditions of continued growth in 
terms of the gap between the two . 
Difficulties still remain—there is, 
for example, the " Sargant man '' 
the man whose saving falls w i t h a 
rise in the interest rate; but this 
difficulty can be eliminated by a 
formula which includes not only the 
above-noted variables bu t also the 
elasticity of the marginal un i t of con
sumption and a factor wh ich takes 
account of the expectations of the 
saver about the changes in his future 
income. Ramsey and Charnper-

nowne get and credit for their work, 
but Robertson notes that where 
" matters of death, b i r th and age-
are of the essence of the story ", 
the device of the representative 
saver may not be a useful too l . 
Some of the difficulties were avoid
ed by these writers by assuming a 
totalitarian stale where uncertainty 
and myopia are absent, but Robert
son would naturally seek tor condi
tions of equi l ibr ium or growth in.-
what he would regard as a " free 
world ". 

Robertson has commended Lcr-
ncr's version of the marginal pro
duct ivi ty approach in terms of two 
curves—one for the marginal pro
duct ivi ty of physical capital and the 
other for the marginal product ivi ty 
of investable funds (Lerner's mar
ginal efficiency of investment)—a 
marginal productivi ty curve fal l ing 
because of d imin ish ing returns from 
imperfect factor-substitution, and an 
expected-rate-of-return curve falling 
because of the increasing cost of 
creating additional capital goods. 
A large part of the confusion in 
interest theory has been caused by 
the failure to distinguish between 
the decrease in marginal output 
from an increase in the stock of 
capital goods and the decrease in 
the rate of return from an increase 
m investment-expenditure. It is 
only in the stationary state, where 
replacements are the only invest
ments and the capital stock is con-
slant, that, the two mean the same 
th ing . 

For a non-stationary economy 
Lerner's three-dimensional diagram 
puts the whole issue clearly, bu t 
one can compare the easy compres
sion wi th which Robertson puts the 
conclusion: " I t i s the intersection 
of the second curve ( l ink ing the 
expected rate of return and the 
investment expenditure) w i t h the 
supply curve of in vest able funds— 
constructed on gross lines, ie, to 
include depreciation quotas and the 
l ike—that gives the rate of interest 
and the current ' annual ' rate of 
expenditure on the creation of 
mac-bines. If this expenditure is in 
excess of that necessary to carry out 
replacements, so that a net addi 
t ion is being made to the stock o 
machines, that is because the rati 
of interest stands below what the 
rate of return on investable fund 
would be if replacements only wen 
being made ie below the margins 
product ivi ty of capital. As a com 
munity so depicted moves throng] 
t ime, both the marginal p roduc t iv i t 
of capital and the rate of interes 
w i l l fal l , but the former w i l l remain 
above the latter unless and un t i l 
point is reached at which replace 
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merits only; are being made. 
(pp 103-104.) It is thus possible 
to have a continuous equi l ibr ium in 
the market for gross savings or 
investable funds, whi le there is a 
cont inued growth in capital equip
ment—because the marginal pro 
duct iv i ty is above the rate of inte
rest and the rate of interest is above 
the subjective rate of time-prefer
ence. In the stationary state both 
the elements of the '' double gap " 
arc closed, 2 

In the characteristic Robertsonian 
manner, the pages in winch Lerner 
states his arguments are described as 
" an oasis in a desert '' the rest of 
Lerner's discussion seems to h i m to 
be '' a farrago, not a synthesis, of 

old ' and ' n e w ' methods of 
t h o u g h t ' ' He follows this up by a 
neat formalization of the theory of 
the relation between the long rate 
and the short rate (there is 
a slip i n the f o o t n o t e o n 
p 110 where n should be 5 years 
and not 5 per cent), where it is 
shown that if the existence of short 
bi l ls is assumed away, so that the 
only choice is between zero-yield 
money and positive-yield long bonds, 
the general equation becomes Key
nes' " speculative theory of inte- 
rest ". Robertson th inks it worth

whi le to evolve this f rom the pre-
Keynesian theory " b y the circuitous 
route ", because it brings out the 
assumptions i n v o l v e d and also 
because it. shows that Keynes eva
luated the actual long rate in terms 
of the normal long rate w i thout 
explaining what determines the abso
lute level of the latter. 

Even after all this, one does not 
get a complete theory of interest, 
and Robertson has not brought in 
this essay money, short bil ls, long 
bonds and commodit ies of different 
degrees of durabi l i ty into one com-
posite picture. The sister essay 
' ' W h a t has happened to the Rate 
of I n te res t " has a short three-page 
discussion of the fundamentals, bu t 
i t deals in the main w i t h post-war 
economic policy in Great Br i ta in . 
T h e two together have, however, 
provided' ' a rare i l luminat ion of "a 
diff icult problem; these were wr i t ten 
between 1948 and 1950 and one 
notes today tha t the recent attempts 
of Metzler, Joan Robinson and 
others at complet ing the picture 
have generally fol lowed the lines 
indicated by Robertson. 

How much one wishes that one 
could get f rom Robertson such 
attempts at positive synthesis on 
other subjects! The debates of the 

last two decades have created new 
theories, new tools and a mass of 
l iterature, and there are very few 
who have not at times been lost in 
one quagmire or another. It 
requires a master to br ing all this 
in to one synthetic pattern, absorb
ing all that is useful and rejecting 
all that, is- unnecessary. A n d there 
has been in recent times none more 
qualified than Robertson to b r ing 
this about. Keynes, even if he were 
alive today, would have been abso
lutely unsuited for this purpose; his 
genius was of the restless type and 
he would rather give a new theory 

• than polish up an old one. Pigou 
is not perhaps young enough for 
the task and Hicks is certainly no t 
old enough. It is only Robertson 
who has read everything and under
stood everything and it is he alone 
who can undertake the task of pre
senting a new Principles of Econo
mics in which all that is valuable 
in all that has been wr i t ten before 
has been assimilated and yet a con
sistent, systematic and complete 
analysis has been perfected. If 
Robertson would do this, his 
achievement would be comparable, 
not to what Keynes d id in 1936, 
but to a much greater t h i ng—to 
what Marshall did in 1890. 
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