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Economics, Microeconomics, and Ideology

There are pressing reasons to call for a microeconomics of greater empiri-
cal veracity and more methodological scrupulousness, thus of greater
descriptive as well as analytical power. In this study I present and develop
an alternative paradigm for general economic theory, which will, I hope,
contribute to that double aim.

In the ‹rst instance such a microeconomics is needed in order to char-
acterize an economy and an economics in which the productive qualities
of the work force are not simply a given factor of production but are pro-
duced within the economy, produced, that is, in no way fundamentally
different from other producer commodities. Of itself, this point is deeply
inconsistent with much of the way in which we theorize a modern capi-
talist economy.

One of the main implications of this point is that the structure of con-
sumer demand is itself altered by the production of a work force subject
to qualitatively and quantitatively different social and other investments.
Accordingly, I present a microeconomic analysis that rejects customary
atomic and prescriptive individualism, substituting in its place an arche-
typal analysis of the production of the work force that is both social and
materialist in character. Analytically speaking, I want to introduce a logic
of partially constrained behavior into the theory of ‹nal or consumer
demand. Crudely, people may freely choose how and when to spend
today’s income, but they are constrained by its size (and security), what-
ever debts and obligations they have previously incurred, their own social
and cultural views and values, and institutional constraints of various
kinds.1

There has been a revival since the last decades of the nineteenth cen-
tury of “free market” ideology and its associated political/social concept,
the “Open Society.” But if the economies of the advanced countries are as
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I characterize them in this study then the “freedom” and social spon-
taneity that market and Open Society theorists claim to discover are crit-
ically illusory. Accordingly, I point up as appropriate the general ten-
dency in modern societies for “free” and spontaneous phenomena to
recede before those that are essentially fabricated according to the pro-
gram and needs of one or more large institutions. Or, more simply, I
underline the multiple ways in which general social, cultural, and politi-
cal relations are being absorbed into and reorganized by relations of pro-
duction emanating from very large institutions, preeminently the
transnational corporate ‹rms and their allied states. 

That this vast subject can be dealt with only fragmentarily in these
pages shouldn’t belie its importance for economics and, indeed, for social
theory and politics generally. The emergence of an institutionally fabri-
cated society or, as I’ve expressed it elsewhere, of a “postsociety industry,”
is among the dominant tendencies of contemporary history. Mainstream
microeconomics, with its doctrines of consumer sovereignty and “free
choice in a free market,” serves powerfully to erase the very existence of
this development, and to that extent, too, it must be faulted.

A Socially Fabricated Work Force: Implications

It is, of course, widely understood that it is precisely in the most advanced
and successful economies that the production and alteration of the pro-
ductive qualities of the work force are most marked. We accept that it is
not the quantity of commodities consumed nor the opulence of their
physical infrastructures that distinguishes the advanced from the devel-
oping economies but the relative size, amplitude, and variety of the skills
and knowledge deployed, the health, the ethos and morale, and the
adaptability of their respective work forces. And, to a greater rather than
a lesser degree, these productive qualities have largely developed, been
maintained, and been altered over time in the advanced countries as a
result of deliberation and intent, not as a product of market or other
forms of spontaneity. But, if this great fact is well understood, its implica-
tions for economic analysis are not.

The existence of a work force with more or less socially fabricated pro-
ductive characteristics carries at least nine implications for both econom-
ics and economic science, each of which is quite substantial and none of
which ‹t particularly well within the dominant economic paradigm, that
is, neoclassical “microeconomics” as promulgated in the major universi-
ties and economics associations:
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1. There is an economic system or order in the production of the
work force. Interestingly, this is a major subject of interest in develop-
ment economics and a major topic in the economic policy sciences, but
it has not entered into fundamental theory. There the standpoint is only
static and subsocial: (a) static in that the productive qualities of the work
force are taken as a given in the analysis, as exogenous inputs solely, and
not conceived within an interactive circuit with other productive forces
and relations; and (b) subsocial in that one is concerned primarily with
the productive qualities of a ‹rm or industry’s work force and not of the
economy per se.

2. This in turn implies that human capital theory ought to be raised
to the social level and not, as it is now, treated from the standpoint of
this or that individual acquiring personal human capital that he or she
may individually deploy. We perforce need an analytical treatment of
human capital formation as it occurs at both the macro- and microlevels
of economic analysis.

3. But this in turn implies that the very concepts of a “labor force” or
“work force” are inadequate. Both concepts assume, and hence obscure
the processes that determine which parts of the population will be
trained, socialized, and employed, in what relative numbers, with what
rewards, and with what menus of skills and knowledge. We need a more
basic or generic concept that can then be analytically developed as
needed. From Marx I’ve borrowed the (excessively generic) concept of
“labor-power” but with the aim of developing the more concrete concept
of “the Social Labor-Power.” The latter refers to all of the potential labor
exertions of a society that could or do contribute to the production of
goods or services or, equally, that help to alter the productive characteris-
tics, directly or indirectly, of other producing persons. Obviously, parent-
ing and teaching must be included in the activities that constitute the
social labor-power. It follows that points (1) and (2) will have to be dis-
cussed in terms of the social production of the social labor-power.

4. To produce a social labor-power is, of course, to produce some
elaborate system of division of labor. And in a capitalist economy that
division of labor, rather than another, ought to offer a special advantage
to the process of private capital accumulation. That is, the produced
division of labor, one would imagine, ought to offer a greater advantage
to the capitalist economy than other notional possibilities or historical
divisions do. In short, we need to analyze the social labor-power and its
division of labor as forms of productive capital that interact within the
wider circuit of productive capital taken as a whole.

5. If in the production of a modern capitalist work force we assume
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that differential investments are made to produce the different parts of
the division of labor, then these investment patterns will divide consumer
preference patterns into various types. This, of course, implies an analysis
of consumer or ‹nal demand that differs somewhat from what we ‹nd in
textbooks and the familiar “micro” course; in place of the essentially
“free” or unconstrained nature of consumer demand, which we see in the
textbooks, we must explore the implications of partially constrained
demand, that is, constrained at least to the degree that it supports the
reproduction of a diversely skilled and equipped division of labor.

6. Further, if at least some consumer preferences, expenditures, and
consumption behavior are socially constrained, however indirectly and
mildly, with a view toward producing a worker who is in some sense
“better” than his or her predecessors, it follows that at least some con-
sumer or ‹nal consumption has a productive character and is a form of
productive consumption. Then the question becomes: What social forms
does this productive consumption take and how do they reveal empiri-
cally that they are in fact a form of productive consumption?

7. In neoclassical economics, the demand for producer goods is a
derived demand—derived, that is, from consumer preferences. These
preferences are conceived of as autonomous and sovereign within the
economy. But a socially fabricated work force implies, as we have seen,
that consumer preferences themselves will be altered in patterned ways
by investments made in light of the needs or desires of the existing and
prospective economy. Accordingly, we must conceive of a dynamic
microeconomics in which, so to speak, supply and demand more or less
continually refashion each other. We must not, I hasten to add, con-
ceive of a microeconomic analysis that, say, traces an equilibrium state
that gives way to disequilibrium and then moves toward a new equilib-
rium. Instead we require an analysis in which equilibrium conceptions
have no place. In short, an intrinsically dynamic analysis seems called
for, an analysis in which qualitative change over time is the “normal”
situation. Among the requirements that this imposes on the theorist is
that duration of time must be positively introduced into, rather than
assumed out of, fundamental microeconomic analysis. This introduction
of so-called real time into microeconomics is the most important para-
digmatic root of the present study.

8. From the previous point it follows that we must alter our concept
of price and the price system. Brie›y, to a modern economist of virtually
any persuasion the price system is both a univocal indicator of underly-
ing economic “reality” and a measure of the relative worth of each good
denominated within it. The key terms here are univocal and measure. The
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price at which a given good or service is exchanged is understood—at
least “in principle”—to be uniquely determined by underlying economic
processes. And that price is, “all things holding equal,” conceived to be a
genuine measure of relative worth and not merely a useful index. It is
dif‹cult to understand how these claims can be justi‹ed in an economy
that is intrinsically dynamic.2 As we pursue the matter further, it will
prove both necessary and fruitful to conceive of the “price” of any good
or service as having no more than situational validity and of being but
one among several equally signi‹cant indices of relative worth. In the
terminology I adopt, we will speak of a relativist rather than a determin-
ist microeconomics, of price nominalism rather than the (present day)
microeconomics of price realism.

9. In the main, economists have treated the distribution of goods and
services under the rubric of “The Market,” a notional space in which free
persons exchange equal amounts of goods and services in instantaneous
time. If the medium of money is introduced into the analysis, it is
assumed to have equal marginal utility for each participant. Since Wal-
ras, the narrative image called to mind in the categorical schema is that
of an auction in which both would-be purchasers and would-be sellers
bid against one another (Walras [1926] 1977: 83ff.; 169ff). However, a
pattern of differential investments made to produce and alter the labor
force implies that some modes of distribution of goods and services are
not well or, more to the point, accurately depicted in this bid/ask
schema. One of the logical requirements on a new microeconomics is
that it must analyze and develop forms other than the “free” forms of
price-denominated buying, selling, and other kinds of distribution.

It seems clear that we need to revamp microeconomic analysis. But it
follows, especially from point (6), that this “micro” be in the descriptive
and epistemological senses a richer one than that presented in the current
textbooks. In short, we need a microeconomic analysis that takes into
account all the ways in which an existing economic organism skews dif-
ferent consumer preferences and so-called ‹nal consumption with a view
toward producing a social labor-power with differing productive—hence
earning and thus consuming—characteristics. Obviously, the treatment
of time within microeconomics must be reconsidered.

Bringing Time into Microeconomics: Alternate Approaches

In the neoclassical mainstream, one theoretically introduces duration of
time through the rate of interest or some other parameter representing
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the cost of capital. Then fundamental theory is developed on the basis of
microeconomic propositions holding only for instantaneous time. It is
possible, however, to formulate an alternate microeconomics that incor-
porates positive durations or intervals of time in the analysis. This “micro-
economics in real time” does not have the theoretical elegance of the neo-
classical edi‹ce (see note 6, however). But it does appear to offer other
advantages. First, the new analytical apparatus can be shown to generate
every valid proposition of the neoclassical view. Second, it points up in a
newly compelling way certain conundrums associated with the main-
stream “microeconomics.” Third, as intended, it allows us to bring into
microeconomic analysis the production and reproduction, the uses and
rewards, of the social labor-power and its various subsets, including, of
course, the labor force.

The development of a microeconomics in real time will be easier to fol-
low if we recall the salient features of the instantaneous micro now dom-
inant. If, in the familiar mainstream manner, the modal exchange rela-
tionship between seller and purchaser is understood to occur in
instantaneous time, then:

1. The relationship is characterized as occurring between a single
seller and a single purchaser, a one-to-one relation.

2. In this relationship both seller and purchaser are free to make the
exchange or not. 

3. They are both equal in the exchange relationship. 
4. They are able to fully transfer properties, goods for goods in a barter

transaction, and money for goods in a sale/purchase exchange.

Then all exchange relationships in a given economy in a given instant may
be conceived as follows.

5. They are readily conceived as parts of single system of exchanges
that mutually condition each another, as described, for example, in the
market narrative.3

6. They yield the logical possibility of a general equilibrium model of
the entire economy.

7. Under suitable conditions, this economy can yield an orderly cos-
mos of ratios of exchange, that is, comparable prices.

8. This possibly may result in a Pareto optimum with respect to the
‹nal distribution of goods (and services.).4

Both the narrative plausibility and the inferential power of each of these
1 + 8 propositions are crucially dependent on the assumption of instanta-
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neous exchange, that is, the assumption that exchange per se occupies no
positive interval of time.

The ‹rst, conditional claim—that is, exchange—is of course merely a
de‹nition. In a narrative mode one would speak of an “agreement,” with
the moment of agreement between seller and purchaser constituting the
reality of the exchange. From a purely analytical standpoint what is cen-
tral is that exchange is here logically imagined to occupy no positive
duration of time.

Proposition 1 (one-to-one) is simply part of that de‹nition, that is, that
an exchange is de‹ned as a relationship occurring between two parties. Of
course, in actual exchange relationships one or more of the parties may
consist of a group (e.g., a partnership or consortium) or institution (e.g., a
corporation or government agency) or there may be three, four, or more
parties acting as middlemen (brokers, factors, estate executors, etc.) or
even principals. In the neoclassical representation of these things, an
empirical multiplicity of different parties in an exchange or linked sets of
exchanges can be reduced in principle, without distortion, to a set of dis-
crete one-to-one exchanges, each with no further analytical content than
that a unit-set party has freely exchanged something with another unit-
set party. Here the assumption of instantaneousness provides the reduc-
tion with both narrative and analytical plausibility. 

Propositions 2 (free) and 3 (equal) overlap their meanings. In the ana-
lytical mode, the assumption of instantaneous time is essential here, for it
gives a formal character to the freedom and equality of the exchangers,
that is, it excises from the exchange relationship any possible material
disparities in need between the parties or in their relative power—say, in
their bargaining power. All that is analytically essential here is that the
exchange relationship is understood to be symmetrical in its logical form,
that x E(xchanges with) y is equivalent to y E x.

In proposition 4, the weight of the assertion is not on legal property
per se but on the full transfer, that is, whatever services are alienated in an
exchange are fully alienated. If a good, G, is transferred from seller to pur-
chaser, all of G’s services are thereby transferred. This stipulation doesn’t
exclude the buying and selling of, say, leases, futures, or shares in a com-
pany. What it does exclude is the possibility that the seller, in spite of the
sale of some service of G, nevertheless retains a proprietary claim in that
same service.5

As to propositions 5 (system) and 6 (general equilibrium), the latter’s ana-
lytic equivalent 7 (comparable prices), and 8 (Pareto optimum), their narra-
tives are too familiar to bear repeating. However, none hold in the neo-
classical “micro” unless one assumes only instantaneous time.6
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Logically, the situation in proposition set Inst {1 + 8} is as follows. The
proposition subset, 1–4 constitutes the necessary condition for the valid-
ity or “truth” of propositions 5, 6, 7, and 8. Moreover, the truth of propo-
sition 5 is the necessary condition for 6, proposition 6 is analytically
equivalent to 7, and proposition 7 is the necessary condition for 8.7

Introducing Positive Time

At the narrative level, at least ‹ve classes of contemporary goods and ser-
vices appear to require “exchange in time” in order to render their micro-
economic properties without essential distortion. We have already
pointed to the role of time in the shaping of the productive qualities of
the social labor-power. We will take up that subject later. Here I want to
focus on four classes of goods that we normally conceive to be meant for
“‹nal consumption.” These include (1) automobiles and other mechani-
cal appliances, (2) electronic goods such as personal computers, (3) semi-
prepared foods, and (4) medical, retirement, and kindred plans. Because I
want to conceive of such microeconomic transactions in these goods as
occurring in positive time, the narrative will be clari‹ed if we speak of
sale/purchase rather than exchange. The reason for the terminological
shift will become apparent shortly. 

Before going on, three other observations should be taken into
account. First, we must make explicit the implicit assumption of Inst {1 +
8} that, as is conventionally assumed, a good or commodity is comprised
of some de‹nite ensemble of services (or Marxist use-values) and that it is
these that are transferred in the exchange. Second, we should note in
passing that these four classes of goods are distinguished by the fact that
they, unlike Victorian cotton cloth or classroom “widgets,” represent
goods that are both qualitatively characteristic of a modern economy and
of quantitative signi‹cance within it. Finally, in the neoclassical edi‹ce it
is held that the role of ‹nal consumers is ultimately decisive. Accordingly,
in the discussion below I initially conceive of the sale/purchase in each
case as occurring between the producer/seller and the purchaser/
(‹nal)consumer.

We can begin by noting that for at least these classes of goods or com-
modities all of their services (e.g., those of the personal computer) are not
passed to the purchaser via the initial purchase (i.e., they are not instan-
taneously and fully alienated in an exchange). In part, the PC, of course,
is like a piece of capital equipment, which yields a stream of services over
time. But there is more to it than that. One buys certain potential services
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of the PC at the initial sale/purchase—typically that it will be adaptable to
future peripheral add-ons and software changes—but at least some of
those services are not transferred to the buyer, nor can they be, at the
point of sale. They will be transferred later, when that equipment or soft-
ware is invented, produced, and marketed. Thus, the transfer of the
entirety of the PC’s normal services to the purchaser here occupies a pos-
itive interval or intervals of time. This interpretation is supported, more-
over, by the observation that the PC is engineered to be adaptable to
future software and equipment, that is, to future markets that can only be
conceived as generic, not speci‹c. These are possible future markets for as
yet undesigned equipment or software and not identi‹able markets for
goods or services of established characteristics.8

A new car purchase has perhaps somewhat the same character since it
will involve subsequent purchases of parts, repair services, and auxiliary
equipment. However, it is not uncommon for those who wish to drive
new vehicles to lease the car, with the lease including arrangements that
relieve the lessee of proprietary responsibility to service and repair the car.
Even the risk of a “lemon” is obviated by such contracts. Obviously, then,
there are no impassable barriers preventing PC makers from offering sim-
ilar leasing arrangements to their customers, and it is theoretically possi-
ble to conceive of all new car and PC purchases as if they were covered by
such futures contracts, thus bringing this area of sale/purchase under Inst
{1+ 8}.

One can analogously deal with health, dental, life insurance, and
retirement plans: One contracts instantaneously in the present to make a
stream of timed payments in exchange for a stream of timed services. Of
course, as we know from the headlines today, the vendor may impose
changes in the plan via bankruptcy or by unilaterally changing coverage,
delaying retirement age, or reducing bene‹ts. But on the model, say, of
trip cancellation insurance, one could conceive of various insurance
schemes with an actuarial basis that would compensate for such eventu-
alities. Of course, there is a certain paradox in representing theoretically a
free, unregulated market system within which uncertainty and risk have
been insured out of existence. Be that as it may, from a theoretical stand-
point the axioms represented by Inst {1 + 8} need not be jettisoned on
account of any of these new varieties of buying and selling, although they
do begin to put greater theoretical strain on the other levels of the neo-
classical model, particularly on how we “interpret” the model.

This observation is further reinforced by the fact that the relationship
between seller and purchaser for these classes of goods is not modally
one-to-one but many-to-one since the producer/sellers of the software or
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printer, scanner, or discs need not be and often are not identical to the PC
manufacturer and yet become necessarily involved, at the point of the
initial sale/purchase in the (eventual) passage of the PC’s services, or use-
values, to the purchaser. Similarly, one enters into real but similarly tacit
future relations with the petroleum and tire industries when one pur-
chases a car; with doctors, nurses, and hospitals when one buys a health
plan; and with semiprepared food producers when one purchases a
microwave.

Here we face a theoretical quandary of sorts. One could treat the pur-
chase of the car, repairs, and gasoline as autonomous economic purchases
in one-to-one, unrelated relationships with as many different sellers.
Prima facie this gambit would analytically bring the automobile purchase
securely within the neoclassical “micro,” although it makes no narrative
sense to imagine that, say, gasoline prices and availability have no
signi‹cant effect on auto purchases. We’ll return to this issue shortly.

Even more stressful for Inst {1 + 8} is the fact that at the initiation of the
sale/purchase the purchaser/consumer of a PC, for example, actually pays
a bit extra for the potential services of the PC, although some of those ser-
vices may not pass to him or her until later in the sale/purchase interval,
for example, when he or she goes on-line or acquires the latest laser
printer. To this extent, then, the purchaser has not merely exchanged
money for goods but has made an advance (i.e., advanced money) to the
seller for what are still only potential services, with the latter passing to
the purchaser only later and typically by means of some further expendi-
ture of money to one or more producers/sellers.

Here we begin to run seriously afoul of proposition 4 of Inst {1 + 8}.
Looking again at the PC: the buyer buys it, takes it home, and uses it
when and as he or she likes. It’s his or her property. Or is it? Clearly not
all the normal services that the buyer paid for and presumably wanted to
possess have passed to his or her proprietary control via the initial
sale/purchase; the buyer has to make payments to another producer/seller
to get laser printing, go on the Web, or “enjoy” e-mail. 

We can adjust our conception of what is and is not our “property” to
cover this sort of case under proposition 4 (transfer) of Inst {1 + 8}, but in
doing so we are stretching the meaning of property into areas that are rel-
atively unfamiliar even to the most permissive property theorist, the most
litigious property lawyer, the most avant-garde copyright specialist, and
so forth. At any rate, the PC, considered as an ensemble of services, is not
“mine” at the point of initial sale in anything like the same sense that,
say, a pencil or typewriter is mine. And, of course, I have made a payment
for services I can’t yet enjoy, quite literally an advance payment.
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This advance, with the consequent need to realize its value with fur-
ther expenditures later, entails a kind of effectual lien on at least some of
the future earnings of the purchaser/consumer for gasoline, repairs, and
insurance for the car; on-line services for the PC; or, more prominently,
regular payments into the health plan.

Following this logic, full transfer or alienation of this classic private
property does not occur until the completion of the sale/purchase inter-
val, with at least some of the services that comprise the goods in question
remaining effectively within the proprietary ambit of one or more of the
sellers. The simple identity between sale/purchase and full transfer of ser-
vices does not hold. Taken as a whole the services of the good in question
are not well described as being exchanged to the purchaser. As their trans-
fer is distributed over time, the process is more accurately characterized as
a complex, serial distribution of the PC’s services than as a simple, instan-
taneous exchange.

Insofar as the services of the good in question (say, the microwave
oven or CD player) must be complemented with semiprepared foods and
microwavable dishes or CDs, respectively, the purchaser to that degree is
dependent on the future behavior of the food or disc manufacturer,
which is to say on producers/sellers with whom one has no sale/purchase
relationship within the overt terms of the initial sale/purchase. At this
point the assumption of full freedom and equality between seller and pur-
chaser begins to become not merely theoretically strained but impor-
tantly counterfactual. There is material inequality within the sale/purchase
relationship, with implications for the future sale/purchase relationships
into which the parties will enter.9

It follows that having purchased the car or the health plan one gains a
stake in enjoying its services. Preservation of the stake skews the decision
to make certain complementary sales/purchases such as servicing the car
or continuing with the health plan. To that precise extent these comple-
mentary sale/purchase relationships are partially constrained, that is, the
purchaser faces an unequal choice in deciding whether to undertake
them or not.

In the larger theoretical picture, it is at least arguable that while many
of the features of contemporary sale/purchase can be incorporated within
Inst {1 + 8} we can see via the preceding analyses that the actuarial basis to
do so is becoming increasingly attenuated. Moreover, in order to stay
within the stipulations of Inst {1 + 8} one must make further ad hoc theo-
retical adjustments, which, to this observer, seem very like those clever
epicycles that long preserved the Ptolemaic system of the heavens against
the ›ood of later, apparently discordant evidence. One thus preserves the
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parsimony of the neoclassical edi‹ce but paradoxically only by means of
extra theoretical improvisations.

It follows that if we allow positive intervals of time into microanalysis
then the familiar extrapolation to a general equilibrium model is no
longer warranted. Hence, all prices are not mutually/simultaneously
determining in principle, and therefore they have only a possibly situa-
tional comparability. 

Methodologically speaking, by conceiving of sale/purchase as occur-
ring through positive intervals of time, one thereby accepts (and intro-
duces) nonactuarial uncertainty into the microeconomic analysis itself as
well as the possibility (indeed, the likelihood) of discontinuous demand
functions, hence of discontinuity on the supply side. Under those cir-
cumstances, one appears to logically nullify one of the necessary condi-
tions under which a Pareto optimum can hold.10

Thus, one can characterize modern sale/purchase for at least some
classes of goods and services as occupying positive intervals of time
within which the sellers retain various proprietary rights in the goods
and/or services ostensibly sold. Here the seller/purchaser relationship is
modally a many-to-one relationship, sometimes materially unequal,
and/or one in which the purchaser/consumer is sometimes under a
degree of material constraint. The purchaser often makes advances
against the good’s or service’s use-value and to the same degree accepts
liens on his or her future income. Hence, we should speak of sale/pur-
chase not as an exchange relationship but as a distribution in time. The
initial sale/purchase relationship is not concluded until all of the
expected, normal, and conventional potential services of the good in
question have been serially alienated to the buyer. It follows that in gen-
eral sales/purchases-in-time are not mutually determining with a general
equilibrium model in mind, that their prices would be at best only situa-
tionally comparable, and that no Pareto optimum is indicated by the
analysis.

To bring out the contrast with the propositions of Inst {1 + 8}, and for
convenience of reference, we can speak of the proposition set Dur {1 + 10},
referring, respectively, to distribution + many-one, partially constrained, not
formally equal, serial transfer, advances, liens, nonsystem, nonequilibrium,
price relativity, and nonoptimal, as indicated in the narration just con-
cluded.11

Before going on we should observe that sale/purchase between mod-
ern ‹rms has some of the features of the consumer purchases we’ve just
discussed, especially that it occurs over some duration in time. For
example, air transportation service is a joint product of, say, American
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Airlines (organization and human services), Boeing (the aircraft), Gen-
eral Electric (the engines), and one or more communications services
(booking and payment). These are not ad hoc or one-off relationships
between the ‹rms but are semipermanent and integrated into their
business dealings. Boeing, for example, develops follow-on aircraft in
continuous consultation with General Electric and the air carriers.
These are seldom only occasional, top-level consultations—as in con-
ventional “monopoly” theory—but are carried out continuously by
midlevel “tech” representatives (sometimes also called technical
observers). As was indicated earlier, I’ve stressed sale/purchase relations
with ‹nal consumers because of the theoretical importance assigned to
the sovereign consumer in the neoclassical theory, not because the rela-
tions are so fundamentally different in form from vertical supplier/user
relations in industry or horizontal ones involving ‹rms that tradition-
ally cooperate.12

What Is the Relationship between the Two Microeconomics?

In looking at this question, we want to put aside their different narratives
but at the same time see how their formal/analytical properties serve both
to represent and then possibly to investigate “real world” economic
behavior. We can limit the discussion to the “interpretation” of Inst {1 +
8} and Dur {1 + 10}, as in the interpretation of a model. Taking the ques-
tion in those terms, there are several possibilities. 

One can consider Inst {1 + 8} as the model or paradigm for microbe-
havior in general, while in Dur {1 + 10} we relax certain stipulations in the
interest of not microeconomics per se but a variant interpretation apt to
marketing structures for at least the four special classes of goods we’ve
commented on and any others that are kindred to them.

Reversing that primacy, we can readily conceive that as the duration of
a transaction under Dur {1 + 10} narrows—for example, buying a soft
drink instead of a PC—the potential richness of the sale/purchase rela-
tionships described in micro-in-time gradually simplify. In that proce-
dure, the proposition set Inst {1 + 8} could be taken as the subcase of Dur
{1 + 10} for the condition that the time duration approaches a limit of
zero. Only a very slight modi‹cation in the formulation of either Dur {1 +
10} or Inst {1 + 8} would be required to allow for this. To the extent that
this time restriction was imposed, it would follow as a simple corollary
that every true proposition in economics generated by the proposition set
Inst {1 + 8} would be generated by the more inclusive proposition set Dur
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{1 + 10}. Something like this is true—that “something” is clari‹ed later—
and to that extent it con‹rms point (I) presented earlier.

Ideal Types and Conundrums

There is another option that is only super‹cially similar to the one just
discussed. Maybe Inst {1 + 8} and Dur {1 + 10} are altogether different, with
the ‹rst representing exchange as an ideal type and the other represent-
ing possible “real world” scenarios—one, in the spirit of Schumpeter, a
“logic of pure exchange” and the other a more or less economic anthro-
pology of certain concrete kinds of exchange.

In a challenging essay written a few years back, Daniel Bell (1981)
argued, in effect, that exchange (or sale/purchase), as it is characterized
and represented here by Inst {1 + 8}, has an ideal, ‹ctive, or “as if” charac-
ter and should not be considered—contra, say, Marshall—a set of gener-
alizations about human behavior (Bell 1981: 69, 53, 70, 69, respectively).
Bell’s argument is too complex to summarize here, but his conclusion will
suf‹ce for our present purposes. He writes that

economic theory should not be taken as a “model” or template of how
human beings behave, for these will always be inadequate, but as a
“Utopia”, a set of ideal standards against which one can debate and
judge different policy actions and their consequences. (80) 

This view seems consistent with the idea that proposition set Inst {1 +
8} embodies an “ideal type” for exchange in general, which can then be
interpreted to ‹t a variety of real world scenarios, of which Dur {1 + 10} is
one instance. While this seems to be a convenient and intuitively satis-
factory characterization of Inst {1 + 8}, and apparently one in accord with
Bell’s own views of economics theorizing, it is not as plausible on analyt-
ical grounds as a narrative account of it might seem to indicate. At that
purely formal level, the differences between proposition set Inst {1 + 8}
and Dur {1 + 10} are at least twofold, and each poses theoretical hurdles to
Bell’s view. 

For a start, the elemental exchange relationship, to which all
exchanges are theoretically reducible, must be formally one-to-one and
symmetrical, but the sale/purchase relationship is possibly (and often)
many-to-one and nonsymmetrical. The left-hand member of the elemen-
tal exchange relationship must be a unit set; in sale/purchase-in-time it
need not be and often isn’t. Whatever else may hold between them it is
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clear that Inst {1 + 8} cannot be an “ideal type” for the buyer/seller rela-
tionships characterized in Dur {1 + 10}.13

The second problem is at once more subtle and farther reaching. I
think it is consistent with Bell’s argument to say that of course real buy-
ing and selling occurs in real time durations but we can conceptually
shrink those durations toward zero time so as to isolate not the real
empirical nature of exchange but its analytical character, that is, to focus
on the concept of exchange as it functions in the analytical and inferen-
tial realm of economic theory per se. Or, in Bell’s words, exchange is a
“logical action” (1981: 69), not an empirical representation. In other
words, we here conceive zero time as if it were a mathematical limit, and
by doing so we can plausibly explicate the theory implicit in proposition
set Inst {1 + 8}, which itself then functions as an ideal typi‹cation for
microtheory in general, and so on, as in the mainstream texts.

The problem here is that the limit of a function is not among the val-
ues that the function assumes. To say that an exchange approaches zero
time is not to say that it occurs in zero time, but unless we allow that it
occurs in zero time the interpretation of the model will not be consistent
with the formal analytical characteristics of the neoclassical “micro.” That
is, proposition subset Inst {1, 2, 3, 4} logically requires instantaneous time;
small intervals just won’t do. And the truth of proposition subset Inst {5,
6, 7, 8}, the crowning achievement of neoclassical microeconomics,
hinges on the same stipulation of instantaneous time.14

There is an analogous problem when one uses the familiar classroom
term perfect competition. Conceptually, one asserts in this usage that there
is a (mathematically continuous) order or scale in which competitive sit-
uations can be ranked in terms of a set of conditions that specify what
one means by competitiveness. Thus, for every two possible exchanges, no
matter how complex and multifaceted, there is an algorithm that in prin-
ciple ranks one as more competitive than the other, less so, or equally so.
Hence, all exchanges can be ranked in the order of their greater or lesser
competitiveness, and thanks to that order one can identify the most and
least competitive situation—but not more! There is no such animal as
“perfect” competition on that scale. Perfect competition functions here
somewhat like a mathematical limit, that is, one extrapolates to it. Like
the mathematical limit of zero time, perfect competition is a value in rela-
tion to the scale (or function) taken as a whole, but it is not a value on the
scale. The latter is needed for the interpretation of the ideal type of “per-
fectly competitive economy” to be consistent with the proposition subset
Inst {5, 6, 7, 8}.

If this argument is correct, as I think it is, exchange in zero time is not
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a possible instance of an exchange and neither is perfect competition a
kind or species of competition. Forgetting the narratives we make in
explaining them, a mathematical limit of zero time and an instanced zero
time, or a comparative extrapolation to most competitive and an
instanced perfect competition, are not formally interchangeable; their
inferential properties are manifestly different, for one will support, and
the other won’t, the proposition set Inst {1 + 8}. These are two of the
conundrums mentioned under the second point earlier.

A Further Conundrum

Although it is not readily apparent, this discussion has wider logical
signi‹cance. The issue has to do with using contrary-to-fact assumptions.
Here one has to distinguish between using contrary-to-fact assumptions
as an investigative tool and, a quite different case, using them at the level
of pure theory, as with zero time or perfect competition.

One might hypothesize, to take a simple instance, that, say, the
domestic steel market will exhibit a stable equilibrium in the next quarter
and construct a model to express that, taking into explicit account all the
seemingly relevant factors such as in›ation rates, domestic production
capacity and utilization, wages, imports, capital markets, demand for
steel, and so forth. That assumption would lead to the expectation (con-
clusion) that steel prices will remain relatively stable. If, in the event, steel
prices were to fall or rise substantially, that would call into question the
truth of the initial assumptions. Either one or more of the assumptions
were incorrect or some other factor or factors, not hitherto taken into
account, were falsifying the initial expectation from the model.

This commonsensical procedure actually re›ects a wider point in for-
mal inference, namely, that assumptions held to be true should inferen-
tially generate only true conclusions. Hence, a false conclusion falsi‹es
the set of assumptions, and this provides the signal that the investigator
should check out his or her assumptions, not only their truth or falsity
but their completeness or incompleteness. All of this is perfectly straight-
forward and achingly familiar.

The situation is different when one is doing purely theoretical work
because of an elementary theorem in modern logic. One can readily show
that in a formal system of inference the addition of even a single false
proposition to a set of assumptions will generate as true (i.e., as a theo-
rem) every proposition expressible in the language of the system. In other
words, one will thereby validly generate all the genuine theorems but also
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validly generate as theorems all the false propositions and all the proposi-
tions whose truth or falsity is indeterminate. The point is that in such a
situation the fact that something is validly deduced ceases to bear any
import as to its truth.15

One routinely says in microeconomics that there is no such thing as
perfect competition or, here, zero time; that is, a proposition asserting
perfect competition or zero time is false. Nevertheless, one just as rou-
tinely assumes such propositions and draws inferences from them. But, as
in the study of formal inferences, the inferred propositions, however valid
the inference, may be true, false, or indeterminate. More or less typically,
if the conclusion does not prima facie appear to hold, or in order to
“cover all bets,” one adds the phrase “all things holding equal” or its
equivalent. But those expressions merely assert that there is some set of
conditions, not speci‹ed in the axioms and claimed to exist in the trans-
formation rules or the rules of interpretation, under which the ostensibly
false propositions would be true or that would provide a supplemental
assumption or assumptions to make them true. 

It is the lack of speci‹cation that is at issue here. In the earlier, inves-
tigative case one uses the falsity of an inference as a signal indicating that
one must reconstruct one’s assumptions and thereby add to our knowl-
edge of the question at issue. That very obviously is what one does not do
with expressions such as “all things holding equal” or “pari passu.” They
in fact insulate the initial assumption about perfect competition or zero
time from having to be adjusted under any circumstances. Methodologi-
cally and as they stand, the initial false assumption of perfect competition
or zero time will always be rescued by “ceteris paribus.” That is, the
assumption will be made as if true and thus will also guarantee the truth
of whatever one validly infers from it. This is another conundrum gener-
ated, in this case, by Bell’s interpretation of a familiar mode of economics
theorizing. It seems plausible to narratively describe such ideal types, as
he does, as ‹ctive devices, but their inferential qualities are either posi-
tively inconsistent with the inferential purposes that shaped their cre-
ation or appear to represent a kind of possibly paradoxical inferential
overkill.

What Is Lost in a Micro That Encompasses Real Time?

We’ve already answered this question. Nothing is lost. Or, more techni-
cally, while the propositions of instantaneousness function in Inst {1 + 8}
as the necessary conditions for propositions 5, 6, 7, and 8 (system, general
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equilibrium, fully comparative prices, and Pareto optimum), one can use ana-
logues of those four characteristics without assuming instantaneous time.
There is in general no barrier to assuming that some sets of economic phe-
nomena should be aggregated, treated as a temporary or partial equilib-
rium with fully comparable prices and exhibiting some sort of optimally
ef‹cient allocation of resources. There is no barrier if one is in the inves-
tigative mode, that is, prepared to test and adjust those assumptions in
accordance with their consonance with their implicates (i.e., empirical or
analytical ‹ndings). Obviously, speci‹cation of time is key here, and, with
different investigations in mind, one may assume a positive time interval
to be as long or as short as is appropriate. A concept of zero time is never
needed in actual investigative work; an assumption that some phenomena
are invariant for a speci‹ed duration is more than adequate and serves
methodologically all of the normal theoretical or investigatory uses that
one requires from an assumption of partial or even general equilibrium.

But to say this is to reiterate the argument that Dur {1 + 10} provides an
inferential apparatus for micro in general and that a modi‹ed Inst {1 + 8}
represents the special subcase in which one holds invariant not time per
se but changes over time in the operative factors in a problem under
investigation.

That understanding of the relationship of the two micros has the addi-
tional merit of being conundrum free, which, as the earlier discussion
seems to indicate, is not the case if we assume that Inst {1 + 8} is the appro-
priate model for microeconomics in general, even when we interpret it
via the sort of methodologically sophisticated theory of ideal or ‹ctive
types of economic “logical actions” that Bell proposes.

The microeconomics currently dominant claims that it subjects a par-
ticular area of human behavior to scienti‹c analysis, but, if my arguments
hold, it is strained both as science and as analysis. On the other hand, a
microeconomics rooted in the conception of sale/purchase states-in-time
has stronger expressive qualities. To give a trivial illustration, which we’ve
already addressed from another vantage point: if, where appropriate, we
allow the duration of the some sale/purchase states to approach zero, we
can incorporate without change every conundrum-free proposition of
neoclassical microeconomics.16

Free Markets and Free Society?

The dominant theory of consumer demand has been used in intellectual
support of a genre of social/political theories of which the archetype is
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Karl Popper’s Open Society. By this he means a society characterized—
analogous to “the market”—by spontaneous, self-correcting competition
for in›uence from many, many individuals, subgroups and institutions so
that none of them—no political party or state apparatus, for example—
can exercise a monopoly of power or even a signi‹cant measure of control
over the others.

Popper himself has written, approvingly, that “only a minority of
social institutions are consciously designed while the vast majority have
just ‘grown’ as the undersigned results of human action” ([1957] 1967:
65). This position seems to me to be grossly inadequate in a society whose
labor force is socially constructed by a vast education industry and by,
say, the media, hence whose demand (and therefore many other social)
characteristics cannot be conceived as unchanging and of purely “nat-
ural” or spontaneous origin.

Hayek, too, maintains “The fundamental principle that in ordering our
affairs we should make as much use as possible of the spontaneous forces
of society.” He continues, in an oft-cited passage, stating that “the limits
of our powers of imagination make it impossible to include in our scale of
values more than a sector of the needs of the whole society . . . since,
strictly speaking, scales of value can exist only in individual minds. . . . It
is this recognition of the individual as the ultimate judge of his ends, the
belief that as far as possible his own views ought to govern his actions,
that forms the essence of the individualist position” (1944: 17, 59, respec-
tively). But to accept this as a political position one must also imagine
that the “individual” in question has a socially and historically transcen-
dent character. He or she (“it,” really), must be conceived as not in any
fundamental sense being in›uenced by “its” place in the economy and
society.

Unlike Mr. Robinson Crusoe, who daily faced a ‹ctional natural wilder-
ness, persons who live in modern societies are surrounded by physical
objects, material environments, and social relationships that predate their
own lives and today are almost wholly of human fabrication. For example,
virtually every consumer item now in everyday use has been invented and
its societywide utilization brought about by the action of identi‹able cor-
porate ‹rms. Moreover, we live within social arrangements that Gramsci
termed “Americanism,” a kind of social, economic, and cultural system in
which a person’s fate and fortune are decided not by nature, tradition, or
premodern social and other structures but by his or her role in the econ-
omy or, for the young, by their prospective place in it.17

Can we speak, like Popper and Hayek, of a “society” existing apart from
and more or less autonomous with respect to the modern economy? In
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our society it does appear that spontaneous phenomena are in decline
and socially constructed ones on the increase. In my view, the transcen-
dent economic “individual” of the Jevonian/Walrasian variety is not only
poor science but a blinding ‹ction.18

Clearly, we’ve raised a very large question. What is the limit, if any, to
this remaking of society in the name of property, if so we may term it? In
some past time it did seem empirically plausible to treat society as having
a largely spontaneous character subject to multifaceted and indecipher-
able sources of change. Then Popper’s and Hayek’s views could be read as
an extrapolation of experience, namely, that the history and evolution of
different human societies tended of their own accord to purge, alter, or
encourage, as the case may be, the sort of human institutions that were
found within them. “Society,” that mysterious, in‹nitely faceted, rich,
obscure reality, was conceived as an “all” more potent by far than the sum
of its parts. But this no longer seems to be a supportable view.

As Gramsci’s concept of “Americanism” hints, there is a totalizing
in›uence within modern society that stems from its economic activities. If
there are limits to this “Americanist” totalizing, we have yet to see them.
But what follows? Surely to view the future as populated with corporately
fabricated people is at least as unattractive (and more plausible) than to see
the future in the hands of massed Brown Shirts or ranks of obedient Kom-
somols. Moreover, if this is even an approximately correct reading of the
trajectory of the present, what if anything can be done to prevent, de›ect,
or even moderate it if society, that once in‹nite reservoir of difference and
variety, is being overwhelmed by all-consuming property?19

This re›ection points up the social and political imperative to develop
an economics, especially a microeconomics, of greater and more benevo-
lent realism. The social and political implications of that altered eco-
nomic science cannot be explored within the present study, but we
should remain aware of the “deep” social and political importance of the
theoretical and methodological issues to which we now return.
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