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It must be kept in mind that Political Economy deals only with the
phenomena of material wealth; it does not supply ethical or political
grounds of action. It is quite conceivable that a legislator, in coming to a
decision, may have to balance economic gains against moral or political

losses, and may choose to give up the former to prevent the latter. !5
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“It is a well-known fact that people over 65 have great difficulty in buying medical
insurance. The natural question arises: why doesn't the price rise to match
the risk?

Our answer is that as the price level rises the people who in- sure
themselves will be those who are increasingly certain that they will need the
insurance; for error in medical check-ups, doctors’ sympathy with older
patients, and so on make it much easier for the applicant to assess the risks
involved than the insurance company. The result is that the average medical
condition of insurance applicants deteriorates as the price level rises -with
the result that no insurance sales may take place at any price

This adds one major argument in favor of medicare.5 On a cost benefit
basis medicare may pay off: for it is quite possible that every individual in
the market would be willing to pay the expected cost of his medicare and
buy insurance, yet no insurance company can afford to sell him a policy -
for at any price it will attract too many ‘lemons.” The welfare economics of
medicare, in this view, is exactly analogous to the usual classroom
argument for public expenditure on roads”.
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Aune (coming a step nearer to him): Mr. Bernick, have you ever realised
what discharging an old workman means? You think he can look about
for another job? Oh, yes, he can do that; but does that dispose of the
matter? You should just be there once, in the house of a workman who
has been discharged, the evening he comes home bringing all his tools

with him.

Bernick: Do you think I am discharging you with a light heart? Have I

not always been a good master to you?

Aune: So much the worse, Mr. Bernick. Just for that very reason those at
home will not blame you; they will say nothing to me, because they dare
not; but they will look at me when I am not noticing, and think that I

must have deserved it. You see, sir, that is--that is what I cannot bear. |
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am a mere nobody, I know; but I have always been accustomed to stand
first in my own home. My humble home is a little community too, Mr.
Bernick--a little community which I have been able to support and
maintain because my wife has believed in me and because my children

have believed in me. And now it is all to fall to pieces.
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force or constraint, is naturally and regularly carried on between any two places, is
.always advantageous, though not always equally”
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“Perhaps the common reason for believing competition to be optimal stemmed from 48
the recognition that no party could be hurt by exchange as compared to his position
before trade, since he could always refuse to trade. Thus, trade is better than no trade;
exchange is mutually beneficial; one party does not gain what the other loses [...]”
.Paul Anthony Samuelson, Foundations of Economic Analysis (1948)

Thomas C. Chelling, “An Essay on Bargaining”, 46 The American Economic 49
.Review (1956) 281

“Bargaining power, bargaining strength, bargaining skil suggest that the advantage 50
goes to the powerful, the strong, or the skillful. It does, of course, if those qualities are
defined to mean only that negotiations are won by those who win. But if the terms
imply that it is an advantage to be more intelligent or more skilled in debate, or to have
more financial resources, more physical strength, more military potency, or more
ability to withstand losses, then the term does a disservice. These qualities are by no
means universal advantages in bargaining situations; they often have a contrary
.value”
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John F. Nash Jr, “The Bargaining Problem”, 18 Econometrica (1950) 155-162 51
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Trades Unions work well as centers of resistance against the
encroachments of capital. They fail partially from an injudicious use of
their power. They fail generally from limiting themselves to a guerilla
war against the effects of the existing system, instead of simultaneously
trying to change it, instead of using their organized forces as a lever for
the final emancipation of the working class that is to say the ultimate
abolition of the wages system.®!
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In all such disputes the masters can hold out much longer. A landlord, a
farmer, a master manufacturer, or merchant, though they did not employ
a single workman, could generally live a year or two upon the stocks
which they have already acquired. Many workmen could not subsist a
week, few could subsist a month, and scarce any a year without
employment. In the long-run the workman may be as necessary to his
master as his master is to him; but the necessity is not so immediate.
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