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Econometrics is the application of statistical methods to economic data in order to give empirical content to economic
relationships. More precisely, it is "the quantitative analysis of actual economic phenomena based on the concurrent
development of theory and observation, related by appropriate methods of inference".

Oeconomicus, and continue through the religious -based ideas of Jewish thought, the Scholastics , and
medieval Islamic scholars. In early times, and until the industrial revolution , economics was not a separate
discipline but part of philosophy. Religious tenets and a concern for morality and ethics played a significant
role in the views of early theorists. As a result, early economic thinking generally took into account the
welfare of the common man, the worker, rather than seeking ways to benefit a few elite individuals. Saint
Thomas Aquinas c. How to make agricultural production more efficient; and how to make markets, taxation
policies, and other monetary instruments transparent and free from corruption, usury, and other practices that
would otherwise destroy the well-being of ordinary law-abiding people, the foundation of the state. Thus, for
example, the Ancient Greek philosopher Aristotle examined household spending, market exchanges, and
motivations for human action from the point of view of a slave -owning city-state with a limited form of
democracy. With the collapse of the Ancient world and the end of Roman civilization, economic discussion in
Europe flagged as societies were cast under the shadow of the Dark Ages. The Middle Ages were intensely
religious, under feudal order. In this period the Scholastic theologians, notably Thomas Aquinas , took on the
role of guiding society, and their writings included economic aspects of life. Four themes the Scholastics were
particularly concerned with were property, justice in economic exchange, money, and usury. In this area they
built on Greek thought as revived by medieval Muslim scholars, of whom perhaps the most well known was
Ibn Khaldun of Tunisia. Mercantilism and nationalism Main article: Mercantilism A painting of a French
seaport from , at the height of mercantilism. Mercantilism developed at a time when the European economy
was in transition. Isolated feudal estates were being replaced by centralized nation-states as the focus of
power. After the localism of the Middle Ages , the period â€” was one of religious and commercial warfare,
and large revenues were needed to maintain armies and pay the growing costs of civil government. New
opportunities for trade with the New World and Asia were opening, and monarchies wanted a powerful state
in order to boost their status. The "mercantile system" was based on the premise that national wealth and
power were best served by increasing exports and collecting precious metals in return. Tariffs could be used to
encourage exports bringing more money into the country and discourage imports which send wealth abroad. In
other words, the goal was to maintain a positive balance of trade, with a surplus of exports. He prohibited the
export of money, levied high tariffs on foreign manufactures, gave liberal bounties to encourage French
shipping, and set up national guilds to regulate major industries such as silk , wine, and other French
specialties. The term "mercantilism" was not, however, coined until late by Victor de Riqueti, marquis de
Mirabeau and popularized by Adam Smith in In fact, Adam Smith was the first person to organize formally
most of the contributions of mercantilists in his book The Wealth of Nations, although he vigorously opposed
its ideas. Mercantilist ideas did not finally decline until the coming of the Industrial Revolution. Belief in
mercantilism, however, began to fade in the late eighteenth century, as the arguments of Adam Smith and the
other classical economists won favor in the British Empire and the Physiocrats advocated the laissez-faire
approach in France. The Physiocrats Main article: In his book la Physiocratie du Pont advocated low tariffs
and free trade. Disenchanted with the regulations imposed by mercantilists , an early French " physiocrat ,"
Vincent de Gournay , is reputed to have asked why it was so hard to laissez faire, laissez passer. Contrary to
the Mercantilists, the Physiocrats believed that the wealth of a nation lies not in its stocks of gold and silver ,
but rather in the size of its net product. They held that agriculture was the source of wealth. At the end of the
seventeenth and beginning of the eighteenth centuries advances in natural science and anatomy were being
made, including the discovery of blood circulation through the human body. Quesnay argued that agricultural
surpluses, by flowing through the economy in the form of rent, wages, and purchases were the real economic
movers. Incomes flowed from sector to sector, and thus class to class. They argued that a "natural state" of the
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economy emerged when these income flows were in a state of "balance," that is, where no sector expanded
and none contracted. Once the "natural state" was achieved, the economy would just continue, reproducing
itself indefinitely Mirabeau The Physiocrats were the beginning of the anti-mercantilist movement. They
argued that government interferenceâ€”through taxes, regulations, price controlsâ€”hinders the activities of
merchants and so prevents the natural laws of economics from operating. The Physiocrats argued that
government should leave the economy alone and allow individuals to do as they please and that this would
naturally result in economic growth; this doctrine they called laissez faire, or "let them do. Classical
economics Although the Physiocrats produced the first well developed theory of economics in the Western
world, Classical economics is widely regarded as the first modern school of economic thought. This period is
known as the Age of Enlightenment , as reason was advocated as the means to establish a system of aesthetics
, ethics , government, and even religion that would advance human society. Emboldened by the revolution in
physics commenced by Newton, Enlightenment thinkers argued that reason could free humankind from
superstition and religious authoritarianism that had brought suffering and death to millions, particularly
through religious wars. This movement also spurred the advancement of economic thought. In his Essay on
the Nature of Commerce in General , Cantillon argued that rational self-interest in a system of freely adjusting
markets would lead to order and mutually compatible prices. Unlike the mercantilist thinkers, however, he
argued that wealth was not to be found in trade but in human labor. John Locke combined philosophy , politics
and economics into one coherent framework The first person to tie these ideas into a political framework was
John Locke , who believed that people contracted into society which was bound to protect their rights of
property Locke His views on price and money were laid out in a letter entitled Some Considerations on the
Consequences of the Lowering of Interest and the Raising of the Value of Money, where he argued that the
"price of any commodity rises or falls, by the proportion of the number of buyers and sellers," a rule which
"holds universally in all things that are to be bought and sold" Locke The father of modern political economy
Scottish philosopher Adam Smith is popularly seen as the father of modern political economy. His publication
of the An Inquiry Into the Nature and Causes of the Wealth of Nations in happened to coincide not only with
the American Revolution and shortly before the Europe-wide upheavals of the French Revolution , but also
the dawn of a new industrial revolution that allowed wealth to be created on a larger scale than ever before.
Smith argued for a "system of natural liberty" where individual effort was the producer of social good. He
believed even the selfish within society were kept under restraint and worked for the good of all when acting
in a competitive market. He regarded prices not to be necessarily representative of the true value of goods and
services. Following Locke, Smith thought true value of things derived from the amount of labor invested in
them. Both labor division and market widening requires more intensive accumulation of capital by the
entrepreneurs and leaders of business and industry. The whole system is underpinned by maintaining the
security of property rights. When the butchers, the brewers, and the bakers acted under the restraint of an open
market economy, their pursuit of self interest, thought Smith, paradoxically drives the process to correct real
life prices to their just values. Famously, Smith referred to this ability to self-regulate as an "invisible hand"
guiding the marketplace. Say argued that there could never be a general deficiency of demand or a general glut
of commodities in the whole economy. Production is therefore not a question of supply, but an indication of
producers demanding goods. Production is demand, so it is impossible for production to outrun demand, or for
there to be a "general glut" of supply. At most, there will be different economic sectors whose demands are not
fulfilled. But over time supplies will shift, businesses will retool for different production and the market will
correct itself. This remained a foundation of economic theory until the s. David Ricardo is renowned for his
law of comparative advantage For London -born David Ricardo , economics was all about the relationship
between the three "factors of production"â€”land, labor, and capital. His best known work is his Principles of
Political Economy and Taxation , which contains his critique of barriers to international trade. The Corn Laws
of the UK had been passed in , setting a fluctuating system of tariffs to stabilize the price of wheat in the
domestic market. Ricardo argued that raising tariffs, despite being intended to benefit the incomes of farmers,
would merely produce a rise in the prices of rents that went into the pockets of landowners. Furthermore, extra
labor would be employed leading to an increase in the cost of wages across the board, and therefore reducing
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exports and profits coming from overseas business. Ricardo demonstrated mathematically that the gains from
trade would outweigh the perceived advantages of protectionist policy. His law of comparative advantage
revealed that even if one country is inferior at producing all of its goods than another, it may still benefit from
opening its borders since the inflow of goods produced in another country more cheaply than at home results
in a gain for domestic consumers. John Stuart Mill was the dominant figure of political economic thought of
his time. It was used as the standard text by most universities well into the beginning of the twentieth century.
Socialist economics Main articles: Socialist economics and Karl Marx Karl Marx provided a fundamental
critique of classical economics, based on the labor theory of value Karl Marx was, and in many ways still
remains, the pre-eminent socialist economist. The socialist movement that he joined had emerged in response
to the conditions of people in the new industrial era and the classical economics which accompanied it. Karl
Marx begins Das Kapital with the concept of commodities. His use of the word "commodity" is tied into an
extensive metaphysical discussion of the nature of material wealth, how the objects of wealth are perceived
and how they can be used. When people mix their labor with an object it becomes a "commodity. However,
Marx did not believe labor alone was the source of use value in things. He believed value also derived from
natural goods, refining his definition of use value to "socially necessary labor time"â€”the time people need to
produce things when they are not lazy of inefficient Marx , Volume I, Part I, Chapter 1, para Furthermore, he
argued that people subjectively inflate the value of things, for instance because there may be a "commodity
fetish" for glimmering diamonds , or oppressive power relations involved in commodity production. These
two factors mean exchange values differ greatly from use values. Therefore, said Marx, capitalism is a system
of exploitation. The marginal revolution Main article: The new orthodoxy became the theory of marginal
utility. In a competitive economy, said the marginalists, people get what they had paid, or worked for.
Although these three economists of the marginal revolution came to the same conclusion regarding the
problem with Classical economics , and subsequent economics became known as neoclassical due to its
emergence out of the classical framework, their work eventually led to three schools of economic thought. The
main representative of this school after Jevons was Alfred Marshall. Menger argued that goods were valuable
because they served various uses of differing importance. For example, the first pails of water are used to
satisfy the most essential uses, and successive pails are used for less and less important purposes. Although
water is essential for life it is also plentiful, with the result that the marginal value of water is rather low, much
lower than, for example, that of diamonds and gold , whose relative scarcity ensures high marginal value. The
"value" of a commodity, therefore, Menger claimed, would be equal to the least urgent use to which it was
applied. Menger and his followers broke from the mainstream, mathematics intensive economic theory and
founded their own school of economics. At that time in Germany, the German Historical school , which had
emerged in nineteenth century Germany, was dominant. Its approach, as its name indicates, was "historical"
and thus relied much on empirical observation and inductive reasoning , rather than deduction from theoretical
propositions. In this context a controversy erupted over the method and epistemological character of
economics between Menger and his supporters and the proponents of this Historical School, led by Gustav
von Schmoller. It was at this time that members of the German Historical School began to derisively call
Menger and his students the "Austrian School" to emphasize their departure from mainstream economic
thought in Germany. The core of the Austrian framework can be summarized as taking a "subjectivist
approach to marginal economics," and a focus on the idea that logical consistency of a theory is more
important that any interpretation of empirical observations. Ludwig von Mises Ludwig von Mises was
prominent in the Austrian school, his theories influencing many other significant economists of the twentieth
century.
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The history of economic thought deals with different thinkers and theories in the subject that became political economy
and economics, from the ancient world to the present day in the 21st Century. This field encompasses many disparate
schools of economic thought.

It is the economic counterpart of political absolutism. Jun 15, Phisiocratic School Physiocracy is an economic
theory developed by a group of 18th century Enlightenment French economists who believed that the wealth
of nations was derived solely from the value of "land agriculture" or "land development" and that agricultural
products should be highly priced. Came up with the foundations of classical free market economic theory.
Including the Invisible Hand, self-interest, and laissez-faire. Feb 14, Thomas Malthus Interested in
populations. Concluded that humans do not overpopulate to the point of starvation because people change
behavior when faced with economic incentives. Said that in the short run there could be no surplus of goods
relative to demand. One of the first people to see that the value of a good comes from its utilty to the
consumer, not from the labor used in producing it. Apr 18, David Ricardo Monetarist. Formulated the idea of
comparative costs- Comparative Advantage. Opposed protectionism, at his time the Corn Laws, which
restricted imports of wheat. He advocated for free trade. Believed that the wealth of nations was based not on
gold but on trade. Saw that markets typically regulate themselves when left alone. Believed that markets work
the best without government intervention. Jun 29, Frederic Bastiat Economic journalist known for his usage of
humor to explain economic concepts. Decreasing rates of profit, increasing concentration of wealth. Believed
capitalism "contained seeds of its own destruction", and that communism was inevitable. Came up with the
concept of consumer surplus. Came up with a basic approach to welfare economics. Feb 8, Joseph Schumpeter
One of the first people to come up with a concept of entrepreneurship. Believed that the innovations of an
entrepreneur required as much skill and risk as the process of invention. Said that innovations created creative
destruction. Believed creative destruction caused continuous progress and better living standards for everyone.
Jun 5, John Maynard Keynes Favored government intervention in the economy. His "General Theory" showed
that full employment could be maintained only with the help of government spending. Thought that
government should take the place of businesses by investing in public works and hiring the unemployed. May
8, Frederick Hayek Anti Socialist. Thought that Keynesian solutions for unemployment would increase
inflation. Jan 3, Neoclasical School Neoclassical economics is a set of approaches to economics focusing on
the determination of prices, outputs, and income distributions in markets through supply and demand.
Theorized that there was a natural rate of unemployment, and said that governments could increase
employment above the rate only by increasing aggregate demand. Jan 1, Keynesian School Of Thought
Keynesian Economics is an economic theory of total spending in the economy and its effects on output and
inflation. Keynesian economics was developed by the British economist John Maynard Keynes during the s in
an attempt to understand the Great Depression. Jan 1, Monateristic School Monetarism is a school of thought
that emphasises the role of governments in controlling the amount of money in circulation.
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One important insight was the idea of diminishing returns, i. Cournot, Antoine Augustin - Cournot had unique
insights in applying mathematics in economics and social sciences and contributed in the theory of prices,
monopoly and perfect competition. His remarkable effort at developing a cost-benefit analysis of public works
led him to draw the demand curve in price-quantity space. Unlike Cournot, Dupuit did not rest his demand
curve on empirical intuition but rather identified the demand curve as the marginal utility curve itself. His
early economic philosophy was one of free markets. However, he accepted interventions in the economy, such
as a tax on alcohol, if there were sufficient utilitarian grounds. He also supported the Malthusian theory of
population. By population he meant the number of the working class only. He was therefore concerned about
the growth in number of labourers who worked for hire. He believed that population control was essential for
improving the condition of the working class so that they might enjoy the fruits of the technological progress
and capital accumulation. He propagated birth control as against moral restraint. Gossen, Hermann Heinrich Gossen independently presented, in , a theory where demand was derived from the process of
utility-maximizing by the consumer. The idea that, at the margin, the consumer substitutes between goods to
obtain the same marginal utility across goods, yields the downward-sloping demand curve for each of the
goods. Marx, Carl - Marx held that labour power could be considered a commodity, like any other commodity
for sale, whose price could be explained in the same way as other commodities. Marx was one of the first to
point out that business cycle fluctuations was a normal occurrence in capitalist economies. The class struggle
leads inevitable to the overthrow of the capitalist system and the dictatorship of the proletariat. Walras, Leon Walras was one of the three economist related to the Marginal Revolution, and he was y far the one who
evolved the use of mathematics in economy the most. He formulated the "marginal theory of value",
independently of Jevons and Menger, and pioneered the development of a general equilibrium theory. His
contribution centered mainly about utility. He argued that utility was the reason for value and that economists
should maximize happiness, i. He defined the final degree of utility as the additional utility gain for the last
additional commodity. From this he argued that utility is decreasing in amount of commodity, that optimal
allocation is reached when the final degrees of utility of different uses are equal. He did not however add a
demand curve. All hos theories are worked out independently of other economists. Menger, Carl - Menger was
the third economist related to the Marginal Revolution. Also he developed a theory of marginal utility,
independently of other economists writing on the topic. He also explained how both sides would gain from
trade. Mill as the great name of British economics. He dominated the scene through eight editions of
"Principles of Economics" from to The page book was like a Bible for British economists and used in
universities in other countries as well. Marshall is regarded as founder of the Cambridge School of Economics.
He used the ideas of predecessors from Ricardo to Jevons and added a number of useful tools, concepts and
graphs. Edgeworth, Francis Ysidro - Edgeworth was the leading economist in Britain next to Marshall. His
innovative brilliance made him influential long after Marshall was virtually forgotten. Edgeworth applied
utilitarianism as the appropriate principle of distributive justice through a contractarian approach. He also
argued for maximum utility as the single principle in social sciences. Edgeworth used Lagrange multipliers
and even calculus of variations, techniques few economists were familiar with. The book was difficult to read,
because of both content and style. It was in this book that Edgeworth introduced the generalized utility
function, U x, y, z, Utility curves entered in almost everything Edgeworth did in economics. He was the first
to apply formal mathematical techniques to individual decision making in economics. Jevons had studied the
equilbrium when all agents took prices as given, Edgeworth was concerned with understanding how an
equilibrium could be reached among few or many agents through contracting. Such contracting led generally
to multiple possible outcomes. He was a forerunner of the axiomatic approach culminating with the
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Arrowâ€”Debreu model. Few have studied general equilibrium theory without learning about the Edgeworth
box. Pareto provided the standard equilibrium conditions for the consumer side of economy, with the marginal
rate of substitution equal to the price ratio. Yet, it was not Pareto who first gave a definition of this concept, as
Edgeworth in had defined a situation in which the utility of each individual is maximized given the utilities of
all others. Pareto had the insight that this notion of efficiency was independent of all institutional
arrangements and distributional considerations. Pareto went on to establish the first theorem of welfare
economics, i. These became fundamental "subjectivist" pillars in neoclassical theory. Wieser can be credited
with turning neoclassical economics firmly towards the study of scarcity and resource allocation - a fixed
quantity of resources and unlimited wants - all based on the principle of marginal utility. Wicksell developed
the marginal productivity theory of distribution, integrating it with the theory of capital and interest. Veblen
believed that technological developments would eventually lead toward a socialistic organization of economic
affairs, but his views regarding socialism and the nature of the evolutionary process of economics differed
sharply from those of Marx. While Marx saw socialism as the ultimate goal for civilization and the
working-class as the group that would establish it, Veblen saw socialism more as an intermediate phase in an
ongoing evolutionary process in society that would be brought about by the natural decay of the business
enterprise system and by the inventiveness of engineers. He made seminal and durable contributions on a wide
range of economic science. Strongly promoting mathematical economics with Cournot as his great hero. Much
of standard neoclassical theory today is Fisherian in origin, spirit and substance. Fisher was deeply involved
with quantitative empirical research, index numbers and their properties on which he was a world authority ,
and other early econometric approaches. Fisher was not fully appreciated by his contemporaries, partly
because he was far ahead of others, partly due to the reputation he lost. Building on earlier work by Pareto,
Slutsky showed that the effect of a price change on the quantity demanded can be divided into two effects,
which we are familiar with as the Slutsky equation. Keynes, John Maynard - John Maynard Keynes was a
British economist whose ideas have fundamentally affected the theory and practice of modern
macroeconomics, and informed the economic policies of governments. He built on and greatly refined earlier
work on the causes of business cycles, and is widely considered to be one of the founders of modern
macroeconomics and the most influential economist of the 20th century. His ideas are the basis for the school
of thought known as Keynesian economics, as well as its various offshoots. In the s, Keynes spearheaded a
revolution in economic thinking, overturning the older ideas of neoclassical economics that held that free
markets would, in the short to medium term, automatically provide full employment, as long as workers were
flexible in their wage demands. Keynes instead argued that aggregate demand determined the overall level of
economic activity, and that inadequate aggregate demand could lead to prolonged periods of high
unemployment. He advocated the use of fiscal and monetary measures to mitigate the adverse effects of
economic recessions and depressions. Keynes died in , but during the s and s the success of Keynesian
economics resulted in almost all capitalist governments adopting its policy recommendations. Econometrics
has as its aim to subject abstract laws of theoretical political economy or "pure" economics to experimental
and numerical verification, and thus to turn pure economics, as far as possible, into a science in the strict sense
of the word. His powerful and original mind first made its mark on what is now called microeconomics and in
welfare economics. Value and Capital is a work very rich in ideas and a short account cannot do it justice. It is
hardly an exaggeration to denote the Probability Approach as the greatest landmark in the history of
econometrics. Freidman, Milton - He theorized there existed a "natural" rate of unemployment, and argued
that governments could increase employment above this rate e. He argued that the Phillips curve was not
stable and predicted what would come to be known as stagflation. Samuelson, Paul - Samuelson is considered
to be one of the founders of neo-Keynesian economics and a seminal figure in the development of neoclassical
economics. He was also essential in creating the Neoclassical synthesis, which incorporated Keynesian and
neoclassical principles and still dominates current mainstream economics. Modigliani, Franco - Modigliani
made two path-breaking contributions to economic science: Along with Merton Miller, he formulated the
important Modiglianiâ€”Miller theorem in corporate finance. This theorem demonstrated that under certain
assumptions, the value of a firm is not affected by whether it is financed by equity selling shares or debt
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borrowing money. He was also the originator of the life-cycle hypothesis, which attempts to explain the level
of saving in the economy. Modigliani proposed that consumers would aim for a stable level of consumption
throughout their lifetime, for example by saving during their working years and spending during their
retirement. Many of his former graduate students have gone on to win the Nobel Memorial Prize themselves.
For more than fifty years he has been one of the most influential of all practicing economists. He has also
provided foundational work in many other areas of economics, including endogenous growth theory and the
economics of information. For this work and his other contributions, Debreu won the Nobel prize in Arrow
went on to extend the model and its analysis to include uncertainty, the stability of equilibria, and whether a
competitive equilibrium is efficient. Solow, Robert - Present Robert Merton Solow is an American economist
particularly known for his work on the theory of economic growth that culminated in the exogenous growth
model named after him. Lucas, Robert - Present One of the most influential economists since the s, he
challenged the foundations of macroeconomic theory previously dominated by the Keynesian economics
approach , arguing that a macroeconomic model should be built as an aggregated version of microeconomic
models while noting that aggregation in the theoretical sense may not be possible within a given model. He
developed the "Lucas critique" of economic policymaking, which holds that relationships that appear to hold
in the economy, such as an apparent relationship between inflation and unemployment, could change in
response to changes in economic policy. This led to the development of New Keynesian economics and the
drive towards microeconomic foundations for macroeconomic theory. Lucas is also well known for his
investigations into the implications of the assumption of rational expectations. He developed a theory of
supply that suggests people can be tricked by unsystematic monetary policy; the Lucas-Uzawa model with
Hirofumi Uzawa of human capital accumulation; and the "Lucas paradox", which considers why more capital
does not flow from developed countries to developing countries. He also contributed foundational
contributions to behavioral economics, and has provided the intellectual foundation that enables us to
understand deviations from the law of one price based on the irrationality of investors. In the first paper,
written in "Rules Rather than Discretion: The inconsistency of optimal planning" Prescott and Kydland argue
that purpose and goals of economic planning and policy is to trigger a desired response from the economy.
However, Prescott and Kydland realized that these sectors are made up of individuals, individuals who make
assumptions and predictions about the future. Additionally Prescott and Kydland felt that the policy makers
due to their relationship with government suffered from a credibility issue. The reason for this dynamic is that
the political process is designed to fix problems and benefit its citizens today. Prescott and Kydland
demonstrated this with a simple yet convincing example. However, rational agents are forward planning
creatures and know that if they and others build houses in the flood plain the government which makes
decisions based on current situations will then provide flood protection in the future.
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It has influenced world finance at many important junctions throughout history and is a vital part of our
everyday lives. The assumptions that guide the study of economics, have changed dramatically throughout
history. The Father of Economics Adam Smith is widely credited for creating the field of economics. Smith
took many of their ideas and expanded them into a thesis about how economies should work, as opposed to
how they do work. Smith believed competition was self-regulating and governments should take no part in
business through tariffs , taxes or any other means, unless it was to protect free-market competition. For more
on this influential economist, see: The Father Of Economics. Malthus predicted that growing populations
would outstrip the food supply. Nonetheless, his work shifted the focus of economics to the scarcity of things,
versus the demand for them. This increased focus on scarcity led Karl Marx to declare the means of
production were the most important components in any economy. Marx took his ideas further and became
convinced a class war was going to be initiated by the inherent instabilities he saw in capitalism. However,
Marx underestimated the flexibility of capitalism. Instead of creating a clear owner and worker class, investing
created a mixed class where owners and workers hold the interests of both classes, in balance. Despite his
overly rigid theory, Marx did accurately predicted one trend: Walras went to the roots of economic theory and
made models and theories that reflected what he found there. General equilibrium theory came from his work,
as well as the tendency to express economic concepts statistically and mathematically, instead of just in prose.
Alfred Marshall took the mathematical modeling of economies to new heights, introducing many concepts that
are still not fully understood, such as economies of scale, marginal utility and the real-cost paradigm. It is
nearly impossible to expose an economy to experimental rigor, therefore, economics is on the edge of science.
Through mathematical modeling, however, some economic theory has been rendered testable. Marx saw this
as a fatal flaw, whereas Keynes saw this as a chance for government to justify its existence. Keynesian
economics is the code of action that the Federal Reserve follows, to keep the economy running smoothly.
With more capital in the system, it would be possible for the economy to operate without any government
interference. The Bottom Line Economic thought has diverged into two streams: Theoretical economics uses
the language of mathematics, statistics and computational modeling to test pure concepts that, in turn, help
economists understand the truths of practical economics and shape them into governmental policy. The
business cycle , boom and bust cycles, and anti-inflation measures, are outgrowths of economics;
understanding them helps the market and government adjust for these variables. For related reading, see:
Trading Center Want to learn how to invest? Get a free 10 week email series that will teach you how to start
investing. Delivered twice a week, straight to your inbox.
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worthy to note that economics is not merely a monetary reality. Economy by definition encompasses management of
affairs and expenses, thrifty use of material resources, efficiency.

All candidates must follow the application procedure as shown in applying to Oxford. The information below
gives specific details for students applying for this course. Candidates must make sure they are available to
take the test at this time. Separate registration for these tests is required and the final deadline for entries is
Monday 15 October It is the responsibility of the candidate to ensure that they are registered for this test. We
strongly recommend making the arrangements in plenty of time before the deadline. Changes to HAT for
entry: The HAT will consist of one question based on an extract from a primary source, to be answered in one
hour. The format of this question will be similar to question 3 of past papers which are available on the HAT
page. Written work Candidates are required to submit one recent marked coursework essay on a historical
topic, or equivalent, by Saturday 10 November Please note that a submitted essay in Economics is no longer
required. What are tutors looking for? If you are shortlisted, your submitted work and UCAS personal
statement are likely to form starting points for discussion in your interview. Some colleges may require you to
read a short passage of historical writing which they will ask you to discuss as part of the interview process.
The tutors are not so much interested in the level of your knowledge as in your ability to think historically. We
do not require any previous formal qualification in economics, but we do expect you to demonstrate a real
interest in the subject. Suggested reading The best way to prepare for a History degree is to read the history
books which interest you, either related to your school work or ranging beyond it â€” and be prepared to
discuss your views of those books and their arguments. To find such material, you might want to follow up on
references made in your school or college text books, or your History teacher may also be able to recommend
particular works for you to read on topics that you find most interesting. One good way of broadening your
historical horizons is to read one of the popular History magazines: You may like to look at the books which
are being reviewed in the press. You may also like to explore the websites of public institutions which have
excellent links to historical materials, such as the British Museum or BBC Radio 4 archives. Lastly, delving
into some historical sources can be a great way to develop your ideas and understanding. You could try
exploring literature, art, music or even films produced by different societies, and consider what these can tell
us about the people of that time. An indispensable introduction to economic analysis, both for those who have
not studied it at school and for those who have, is The Economist or the economics pages of newspapers. The
joint degree allowed me to obtain a broad education. I was able to take a diverse range of courses including
early medieval history and early modern political thought. At the same time the degree programme was
sufficiently structured as to ensure that I took enough economics courses to be able to go on to do graduate
work in economics. The tutorial system is one of the most distinctive features of an Oxford education: A
typical tutorial is a one-hour meeting between a tutor and one, two, or three students to discuss reading and
written work that the students have prepared in advance. It gives students the chance to interact directly with
tutors, to engage with them in debate, to exchange ideas and argue, to ask questions, and of course to learn
through the discussion of the prepared work. Many tutors are world-leaders in their fields of research, and
Oxford undergraduates frequently learn of new discoveries before they are published. Each student also
receives teaching in a variety of other ways, depending on the course. This will include lectures and classes,
and may include laboratory work and fieldwork. But the tutorial is the place where all the elements of the
course come together and make sense. It helps students to grow in confidence, to develop their skills in
analysis and persuasive argument, and to flourish as independent learners and thinkers. More information
about tutorials The benefits of the college system Every Oxford student is a member of a college. The college
system is at the heart of the Oxford experience, giving students the benefits of belonging to both a large and
internationally renowned university and a much smaller, interdisciplinary, college community. Each college
brings together academics, undergraduate and postgraduate students, and college staff. The college gives its
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members the chance to be part of a close and friendly community made up of both leading academics and
students from different subjects, year groups, cultures and countries. The relatively small size of each college
means that it is easy to make friends and contribute to college life. There is a sense of belonging, which can be
harder to achieve in a larger setting, and a supportive environment for study and all sorts of other activities. It
is the norm that undergraduates live in college accommodation in their first year, and in many cases they will
continue to be accommodated by their college for the majority or the entire duration of their course. Colleges
invest heavily in providing an extensive range of services for their students, and as well as accommodation
colleges provide food, library and IT resources, sports facilities and clubs, drama and music, social spaces and
societies, access to travel or project grants, and extensive welfare support. For students the college often
becomes the hub of their social, sporting and cultural life.
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The Great Depression was a severe worldwide economic depression in the decade preceding World War II. The timing
of the Great Depression varied across nations, but in most countries it started in and lasted until the late s or middle s.

Major expenses in building are for land, materials, and labour. In each case they are high when the commodity
is scarce and low when it is abundant, and they influence planning more directly when they become restrictive.
Definition No one has ever succeeded in neatly defining the scope of economics. Perhaps the only foolproof
definition is that attributed to Canadian-born economist Jacob Viner: Difficult as it may be to define
economics, it is not difficult to indicate the sorts of questions that concern economists. Among other things,
they seek to analyze the forces determining prices â€”not only the prices of goods and services but the prices
of the resources used to produce them. This involves the discovery of two key elements: These questions are
representative of microeconomics , the part of economics that deals with the behaviour of individual entities
such as consumers, business firms, traders, and farmers. The other major branch of economics is
macroeconomics , which focuses attention on aggregates such as the level of income in the whole economy,
the volume of total employment, the flow of total investment , and so forth. Here economists are concerned
with the forces determining the income of a country or the level of total investment, and they seek to learn
why full employment is so rarely attained and what public policies might help a country achieve higher
employment or greater price stability. But these examples still do not exhaust the range of problems that
economists consider. There is also the important field of development economics , which examines the
attitudes and institutions supporting the process of economic development in poor countries as well as those
capable of self-sustained economic growth for example, development economics was at the heart of the
Marshall Plan. In this field the economist is concerned with the extent to which the factors affecting economic
development can be manipulated by public policy. Cutting across these major divisions in economics are the
specialized fields of public finance , money and banking , international trade , labour economics , agricultural
economics , industrial organization, and others. Economists are frequently consulted to assess the effects of
governmental measures such as taxation , minimum-wage laws, rent controls, tariffs , changes in interest rates,
changes in government budgets , and so on. Historical development of economics The effective birth of
economics as a separate discipline may be traced to the year , when the Scottish philosopher Adam Smith
published An Inquiry into the Nature and Causes of the Wealth of Nations. There was, of course, economics
before Smith: The unintended effects of markets The Wealth of Nations, as its title suggests, is essentially a
book about economic development and the policies that can either promote or hinder it. In its practical aspects
the book is an attack on the protectionist doctrines of the mercantilists and a brief for the merits of free trade.
That is, each person takes prices as they come and is free only to vary the quantities bought and sold at the
given prices. But this is true only if the competitive system is embedded in an appropriate legal and
institutional frameworkâ€”an insight that Smith developed at length but that was largely overlooked by later
generations. Their imperfections notwithstanding, these theories became the building blocks of classical and
modern economics. This book acted, in one sense, as a critical commentary on the Wealth of Nations. Ricardo
invented the concept of the economic model â€”a tightly knit logical apparatus consisting of a few strategic
variablesâ€”that was capable of yielding, after some manipulation and the addition of a few empirically
observable extras, results of enormous practical import. At the heart of the Ricardian system is the notion that
economic growth must sooner or later be arrested because of the rising cost of cultivating food on a limited
land area. Although wages are held down, profits do not rise proportionately, because tenant farmers outbid
each other for superior land. As land prices were increasing, Malthus concluded, the chief beneficiaries of
economic progress were the landowners. Since the root of the problem, according to Ricardo, was the
declining yield i. He assumed that within a given country labour and capital are free to move in search of the
highest returns but that between countries they are not. Ricardo showed that the benefits of international trade
are determined by a comparison of costs within each country rather than by a comparison of costs between
countries. International trade will profit a country that specializes in the production of the goods it can produce
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relatively more efficiently the same country would import everything else. For example, India might be able to
produce everything more efficiently than England, but India might profit most by concentrating its resources
on textiles, in which its efficiency is relatively greater than in other areas of Indian production, and by
importing British capital goods. The beauty of the argument is that if all countries take full advantage of this
territorial division of labour , total world output is certain to be physically larger than it will be if some or all
countries try to become self-sufficient. As a result, many of the late 19th-century economists devoted their
efforts to the problem of how resources are allocated under conditions of perfect competition. Marxism Before
proceeding, it is important to discuss the last of the classical economists, Karl Marx. The first volume of his
work Das Kapital appeared in ; after his death the second and third volumes were published in and ,
respectively. To say that one is a Marxian economist is, in effect, to share the value judgment that it is socially
undesirable for some people in the community to derive their income merely from the ownership of property.
Since few professional economists in the 19th century accepted this ethical postulate and most were indeed
inclined to find some social justification for the existence of private property and the income derived from it,
Marxian economics failed to win resounding acceptance among professional economists. The Marxian
approach, moreover, culminated in three generalizations about capitalism: In addition, Marxian economics had
little to say on the practical problems that are the bread and butter of economists in any society, such as the
effect of taxes on specific commodities or that of a rise in the rate of interest on the level of total investment.
The marginalists The next major development in economic theory, the marginal revolution, stemmed
essentially from the work of three men: See utility and value. Indeed, it was the consistent application of
marginalism that marked the true dividing line between classical theory and modern economics. The classical
economists identified the major economic problem as predicting the effects of changes in the quantity of
capital and labour on the rate of growth of national output. Through the last three decades of the 19th century,
economists of the Austrian, English, and French schools formulated their own interpretations of the marginal
revolution. The Austrian school dwelt on the importance of utility as the determinant of value and dismissed
classical economics as completely outmoded. The English school, led by Alfred Marshall , sought to reconcile
their work with the doctrines of the classical writers. Marshall based his argument on the observation that the
classical economists concentrated their efforts on the supply side in the market while the marginal utility
theorists were concerned with the demand side. In suggesting that prices are determined by both supply and
demand , Marshall famously used the paradigm of a pair of scissors, which cuts with both blades. It is not
difficult to analyze the conditions under which equilibrium is possible for a single product. This is true of
every market. It is not too much to say that nearly the whole of modern economics is Walrasian economics,
and modern theories of money, employment, international trade, and economic growth can be seen as
Walrasian general equilibrium theories in a highly simplified form. The three schools of marginalist doctrines
gradually coalesced into a single mainstream that became known as neoclassical economics. The theory of
utility was reduced to an axiomatic system that could be applied to the analysis of consumer behaviour under
almost any circumstance. This era also saw a gradual development of monetary theory which explains how the
level of all prices is determined as distinct from the determination of individual prices , notably by Swedish
economist Knut Wicksell. The critics Before going on, it is necessary to take note of the rise and fall of the
German historical school and the American institutionalist school , which leveled a steady barrage of critical
attacks on the orthodox mainstream. The German historical economists , who had many different views,
basically rejected the idea of an abstract economics with its supposedly universal laws: While they gave
impetus to the study of economic history , they failed to persuade their colleagues that their method was
invariably superior. The institutionalists are more difficult to categorize. Institutional economics, as the term is
narrowly understood, refers to a movement in American economic thought associated with such names as
Thorstein Veblen , Wesley C. Mitchell , and John R. These thinkers had little in common aside from their
dissatisfaction with orthodox economics, its tendency to cut itself off from the other social sciences, its
preoccupation with the automatic market mechanism, and its abstract theorizing. Moreover, they failed to
develop a unified theoretical apparatus that would replace or supplement the orthodox theory. This may
explain why the phrase institutional economics has become little more than a synonym for descriptive
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economics. Particularly in the United States, institutional economics was the dominant style of economic
thought during the period between World Wars I and II. At the time there was an expectation that institutional
economics would furnish a new interdisciplinary social science. It was through the innovations of the s that the
theory of monopolist , or imperfect, competition was integrated into neoclassical economics. The theory
produced the powerful conclusion that competitive industries, in which each seller has a partial monopoly
because of product differentiation , will tend to have an excessive number of firms, all charging a higher price
than they would if the industry were perfectly competitive. Since product differentiationâ€”and the associated
phenomenon of advertising â€”seems to be characteristic of most industries in developed capitalist economies,
the new theory was immediately hailed as injecting a healthy dose of realism into orthodox price theory.
Unfortunately, its scope was limited, and it failed to provide a satisfactory explanation of price determination
under conditions of oligopoly. This was a significant omission, because in advanced economies most
manufacturing and even most service industries are dominated by a few large firms. The resulting gap at the
centre of modern price theory shows that economists cannot fully explain the conditions under which
multinational firms conduct their affairs. Keynesian economics The second major breakthrough of the s, the
theory of income determination, stemmed primarily from the work of John Maynard Keynes, who asked
questions that in some sense had never been posed before. Keynes was interested in the level of national
income and the volume of employment rather than in the equilibrium of the firm or the allocation of resources.
When effective demand falls short of productive capacity, the result is unemployment and depression ;
conversely, when demand exceeds the capacity to produce, the result is inflation. Central to Keynesian
economics is an analysis of the determinants of effective demand. The Keynesian model of effective demand
consists essentially of three spending streams: Foreign trade is ignored. Keynes attempted to show that the
level of effective demand, as determined in this model, may well exceed or fall short of the physical capacity
to produce goods and services. He also proved that there is no automatic tendency to produce at a level that
results in the full employment of all available human capital and equipment. His findings reversed the
assumption that economic systems would automatically tend toward full employment. By remaining focused
on macroeconomic aggregates such as total consumption and total investment and by deliberately simplifying
the relationships between these economic variables, Keynes achieved a powerful model that could be applied
to a wide range of practical problems. Others subsequently refined his system of analysis some have said that
Keynes himself would hardly have recognized it , and it became thoroughly assimilated into established
economic theory. Still, it is not too much to say that Keynes was perhaps the first economist to have added
something truly new to economics since Walras put forth his equilibrium theory in the s. Postwar
developments The year period following World War II can be viewed as an era in which the nature of
economics as a discipline was transformed. First of all, mathematics came to permeate virtually every branch
of the field. As economists moved from a limited use of differential and integral calculus , matrix algebra
represented an attempt to add a quantitative dimension to a general equilibrium model of the economy. Matrix
algebra was also associated with the advent of input-output analysis , an empirical method of reducing the
technical relations between industries to a manageable system of simultaneous equations. A closely related
phenomenon was the development of linear programming and activity analysis , which opened up the
possibility of applying numerical solutions to industrial problems. This advance also introduced economists to
the mathematics of inequalities as opposed to exact equation. Likewise, the emergence of growth economics
promoted the use of difference and differential equations. The development of econometrics had an impact on
economics in general, since those who formulated new theories began to cast them in terms that allowed
empirical testing. New developments in economics were not limited to methodological approaches. Out of
these concerns came the field of development economics, with offshoots in regional economics, urban
economics, and environmental economics. This transformation brought prestige the Nobel Prize in Economic
Sciences was first awarded in but also new responsibility to the profession: The radical critics declared that
economics had become a defense of the status quo and that its practitioners had joined the power elite. The
marginal techniques of the economists, ran the argument, were profoundly conservative in their bias, because
they encouraged a piecemeal rather than a revolutionary approach to social problems; likewise, the tendency
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in theoretical work to ignore the everyday context of economic activity amounted in practice to the tacit
acceptance of prevailing institutions. The critics said that economics should abandon its claim of being a
value-free social science and address itself to the great questions of the dayâ€”those of civil rights , poverty ,
imperialism , and environmental pollution â€”even at the cost of analytical rigour and theoretical elegance. It
is true that the study of economics encourages a belief in reform rather than revolutionâ€”yet it must be
understood that this is so because economics as a science does not provide enough certitude for any
thoroughgoing reconstruction of the social order.
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Welcome to the History of Economics Society (HES) Since its formal establishment in , the History of Economics Society
has committed itself to encouraging interest, fostering scholarship, and promoting discussion among scholars and
professionals in the field of the history of economics and related disciplines.

It ignored quantitative and mathematical approaches. Historical approach dominated German and French
scholarship for most of the 20th century. The approach was spread to Great Britain by William Ashley , â€”,
and dominated British economic history for much of the 20th century. It exerts a worldwide influence through
its Journal Annales. Academics at the London School of Economics and the University of Cambridge had
numerous disputes over the separation of economics and economic history in the interwar era. Cambridge
economists believed that pure economics involved a component of economic history and that the two were
inseparably entangled. Those at the LSE believed that economic history warranted its own courses, research
agenda and academic chair separated from mainstream economics. Many universities in the UK developed
independent programmes in economic history rooted in the LSE model. Indeed, the Economic History Society
had its inauguration at LSE in and the University of Cambridge eventually established its own economic
history programme. However, the past twenty years have witnessed the widespread closure of these separate
programmes in the UK and the integration of the discipline into either history or economics departments. Only
the LSE and the University of Edinburgh retain a separate economic history department and stand-alone
undergraduate and graduate programme in economic history. Cambridge, Glasgow, the LSE and Oxford
together train the vast majority of economic historians coming through the British higher education system
today. United States[ edit ] Meanwhile, in the US, the field of economic history has in recent decades been
largely subsumed into other fields of economics and is seen as a form of applied economics. As a
consequence, there are no specialist economic history graduate programs at any universities anywhere in the
country. Economic history remains as a special field component of regular economics or history PhD
programs in universities including at University of California, Berkeley , Harvard University , Northwestern
University and Yale University. Economic history and economics[ edit ] Yale University economist Irving
Fisher wrote in on the relationship between economics and economic history in his "Debt-Deflation Theory of
Great Depressions" Econometrica, Vol. The study of dis-equilibrium may proceed in either of two ways. We
may take as our unit for study an actual historical case of great dis-equilibrium, such as, say, the panic of ; or
we may take as our unit for study any constituent tendency, such as, say, deflation, and discover its general
laws, relations to, and combinations with, other tendencies. The former study revolves around events, or facts;
the latter, around tendencies. The former is primarily economic history; the latter is primarily economic
science. Both sorts of studies are proper and important. Each helps the other. The panic of can only be
understood in light of the various tendencies involvedâ€”deflation and other; and deflation can only be
understood in the light of various historical manifestationsâ€” and other. There is a school of thought among
economic historians that splits economic historyâ€”the study of how economic phenomena evolved in the
pastâ€”from historical economicsâ€”testing the generality of economic theory using historical episodes. US
economic historian Charles P. Kindleberger explained this position in his book Historical Economics: The
term cliometrics was originally coined by Jonathan R. Hughes and Stanley Reiter in and refers to Clio , who
was the muse of history and heroic poetry in Greek mythology. Cliometricians argue their approach is
necessary because the application of theory is crucial in writing solid economic history, while historians
generally oppose this view warning against the risk of generating anachronisms. Early cliometrics was a type
of counterfactual history. However, counterfactualism is no longer its distinctive feature. Some have argued
that cliometrics had its heyday in the s and s and that it is now neglected by economists and historians. History
of capitalism A new field calling itself the "History of Capitalism" has emerged in US history departments
since about the year It includes many topics traditionally associated with the field of economic history, such
as insurance, banking and regulation, the political dimension of business, and the impact of capitalism on the
middle classes, the poor and women and minorities. The field utilizes the existing research of business history
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, but has sought to make it more relevant to the concerns of history departments in the United States, including
by having limited or no discussion of individual business enterprises. Milton Friedman won the Nobel
Memorial Prize in for "his achievements in the fields of consumption analysis, monetary history and theory
and for his demonstration of the complexity of stabilization policy". Robert Fogel and Douglass North won the
Nobel Memorial Prize in for "having renewed research in economic history by applying economic theory and
quantitative methods in order to explain economic and institutional change". Notable economic historians[ edit
].
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Indeed Schumpeter in his History of Economic Analysis () goes as far as to say that the works of the political
arithmeticians 'illustrate to perfection, what Econometrics is and what Econometricians are trying to do' (p. ).

While used to guide policy and principle, natural tendencies of systems are influenced by human factors and
interventions, whether it be state, social or market manipulation that falls outside the boundaries of "fair trade
of goods and services". In reality, economies will go to any extent granted, or taken, to gain wealth or advance
value. We do not live in an ideal world although we hope that the principles of fair trade and balance will
become endemic in order to level the playing field in achieving better quality of life based on earning and
value. However, while a free market necessitates that government does not regulate supply, demand, and
prices, it also requires the traders themselves do not coerce or mislead each other, so that all trades are morally
voluntary. This is not to be confused with a perfect market where individuals have perfect information and
there is perfect competition. Somewhat idealistic in its concept, a free market assumes that participants do not
mislead or coerce aspects of the market price, supply, demand, do not participate in price fixing and do not
mislead investors. In actual practice history has repeatedly shown that this ideal world does not exist, price
fixing is still practiced and all market aspects are manipulated by coercion, in the political arena as well as the
marketing to investors and the recipients of goods and services. The precept of the free market is that
government does not regulate, supply, demand or prices. With special interests paying for political campaigns
it is obvious that this ideal is confounded by market realities and the natural tendency or desire for wealth and
power. Mercantilism 16th - 18th century Mercantilism is an economic theory that holds that the prosperity of a
nation depends upon its supply of capital, and that the global volume of trade is "unchangeable". Economic
assets, or capital, are represented by bullion gold, silver, and trade value held by the state, which is best
increased through a positive balance of trade with other nations exports minus imports. Mercantilism suggests
that the ruling government should advance these goals by playing a protectionist role in the economy, by
encouraging exports and discouraging imports, especially through the use of tariffs. The economic policy
based upon these ideas is often called the mercantile system. Classical Economics Classical economics is
widely regarded as the first modern school of economic thought. The school was active into the mid 19th
century and was followed by neoclassical economics in Britain beginning around Classical economists
attempted and partially succeeded to explain growth and development. They produced their "magnificent
dynamics" during a period in which capitalism was emerging from a past feudal society and in which the
industrial revolution was leading to vast changes in society. These changes also raised the question of how a
society could be organized around a system in which every individual sought his or her own monetary gain.
Smith saw this income as produced by labor applied to land and capital equipment. Once land and capital
equipment are appropriated by individuals, the national income is divided up between laborers, landlords, and
capitalists in the form of wages, rent, and interest. Laissez-faire Economics 19th century - treaty marked use
Laissez-faire is a French phrase meaning "let it be" literally,"Let do". From the French diction first used by the
18th century physiocrats as an injunction against government interference with trade, it became used as a
synonym for strict free market economics during the early and midth century. It is generally understood to be a
doctrine that maintains that private initiative and production are best allowed to roam free, opposing economic
interventionism and taxation by the state beyond that which is perceived to be necessary to maintain individual
liberty, peace, security, and property rights. Free-market anarchists take the idea to its full length by opposing
all taxation. In the laissez-faire view, the state has no responsibility to engage in positive intervention to force
equal wealth distribution or to create a welfare state to protect people from poverty, instead relying on charity.
Laissez-faire also embodies free trade, namely that a state should not use protectionist measures, such as
tariffs and subsidies, in order to curtail trade through national frontiers. It also contains the idea that the
government should not create legal monopolies or use force to damage de facto monopolies. In the early
stages of European and American economic theory, laissez-faire economic policy was contrasted with
mercantilist economic policy, which had been the dominant system of the United Kingdom, Spain, France and
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other European countries, during their rise to power. The term laissez-faire is often used interchangeably with
the term "free market". Some use the term laissez-faire to refer to "let do, let pass" attitude for matters outside
of economics. Laissez-faire is associated with classical liberalism, libertarianism, and Objectivism. It was
originally introduced in the English-language world in , by George Whatley, in the book Principles of Trade,
which was co-authored with Benjamin Franklin. George Reisman , author of "The Government against the
Economy" and "Capitalism" wherein he endeavored to reconcile Keynesean and Austrian economics was
mentored by Mises. Along the lines of thought within this economic theory, Mises felt that the market would
self regulate if given free reign. In many ways he was correct but some points seem to be missing. The model
does not consider mainly the immediate needs and desires of the businesses and the people without due
consideration of long term needs. All in all the theory is strong but fails to serve the people when weighed
with long term need. This is mainly due to the lack of foresight that desire tends to engender. The usual
terminology of political language is stupid. Reaction against an unwise policy is not to be condemned. And
progress towards chaos is not to be commended. Nothing should find acceptance just because it is new,
radical, and fashionable. Who is anti-labor, those who want to lower labor to the Russian level, or those who
want for labor the capitalistic standard of the United States? Neoclassical Economics Neoclassical economics
refers to a general approach in economics focusing on the determination of prices, outputs, and income
distributions in markets through supply and demand. These are mediated through a hypothesized
maximization of income-constrained utility by individuals and of cost-constrained profits of firms employing
available information and factors of production. Mainstream economics is largely neoclassical in its
assumptions, at least at the microeconomic level. There have been many critiques of neoclassical economics,
often incorporated into newer versions of neoclassical theory as human awareness about economic criteria
change. Neoclassical economics is often called the marginalist school. Keynesean Economics Keynesian
economics promotes an economy where the state and the private sectors play an important role. The theory
promotes the idea that demand for goods is the driving factor of the economy. This theory, which happens to
be the main economic theory of our current economy concludes that there is no impetus to achieve full
employment or drive output and that the state and private businesses must work toward driving policies to
encourage such ends.
Chapter 9 : The History of Economic Thought Website
Enter Niall Kishtainy, who in A Little History of Economics has condensed years of thought down to highly readable
pages A whistle-stop introduction to the great works and thinkers of each age,this is a clear and accessible
primer."â€”Laura Garmeson, Financial Times.
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