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The Internationalization of Economics in the Twentieth Century
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This book is a result of the author’s hard
work for over two decades. Apart from the
37-page list of impressive references,
Ikeo's research, particularly in certain
chapters (chaps. 5, 6, and 10), is based on
detailed correspondence and interviews
with key persons regarding the concerned
topic. A few of them have already passed
away. The readers of this book would feel
as if they are watching scenes in which
economics, as a disciplined science, pro-
ceeds with various human dramas.

The subtitle of the book describes the
perspective of research. Here, “internation-
alization” means the participation in the
international community of researchers of
“standard economics” of the 20th century.
According to the author, it consists of
three pillars of neoclassical economics:
microeconomics, macroeconomics, and
econometrics. She argues that since all
three are constructed on the same canon of
mathematical reasoning and its application
of economic data, scholars from different
countries can establish a community re-
gardless of their varied cultural back-
grounds (p. 11).

The introduction of neoclassical eco-
nomics is discussed in chap. 4, and the
contribution of Japanese scholars toward
its core topic, that is, stability and exist-
ence of general equilibrium, is dealt with
in chaps. 5 and 6, respectively. The pro-

gress of econometrics in Japan is the sub-
ject matter of chap. 7.

While the development of macroeco-
nomics in Japan is discussed throughout
the book, the discussion on monetary eco-
nomics and policy, from the Meiji Resto-
ration to the eve of the war (1868-1936),
is discussed in chap. 3 and the inquiry into
the acceptance of Keynes and Keynesian
economics in Japan clearly belongs to the
domain of the third pillar.

Readers can learn much from this
book. In particular, the activities and coop-
eration of Japanese mathematicians with
economists was not well known before
Ikeo’s exploring research. This collabora-
tion began with Rikitaro Fujisawa who
had converted from the traditional Japa-
nese mathematics to the Western mathe-
matics and advocated joint-metallism; he
was succeeded by several mathematicians
who made essential contributions during
and after the war years.

Ikeo appreciates the contribution of
Takuma Yasui in the diffusion and pro-
gress of neoclassical economics in Japan.
Although his articles were written in Japa-
nese, they encouraged the younger genera-
tion to advance into the theoretical study
of neoclassical economics, often more ve-
hemently than Hicks's Value and Capital.
Thus far, in the history of economic
thought of Japan, we had the comparisons



of Yasuma Takata as “Marshall in Japan,”
and Korekiyo Takahashi and Tanzan Ishi-
bashi as “Keynes in Japan.” In this book,
Ikeo dedicates the title “Japanese Samuel-
son” to Yasui (p. 82 and 90). The decision
is sufficient to suggest the rigor of this dis-
ciplined science in the twentieth century.

However, the reviewer holds a wider
view of economic science and regards the
history of economics as a part of intellec-
tual history that corresponds to and reflects
the overall development of society. From
this perspective, the approach taken by
Ikeo in this book seems too narrow to
grasp the transformation of the framework
of economic science as a whole. Could
economists in prewar Japan have been in-
different toward the tenant system preva-
lent in the countryside or the post-1945
economists, toward the democratization of
Japanese economy? Such social and politi-
cal interests need historical, institutional,
and ideological investigations. In my opin-
ion, they are concerns of economists as so-
cial scientists, which may occasionally re-
flect even in the general focus of “standard
economics.”

In this regard, chapter 8 that deals
with Tameyuki Amano (1861-1938) and
his reception of Sontoku Ninomiya (1787
~1856) is rather problematic. Tkeo consid-
ers Amano to be not only the precursor of
macroeconomic thinking in Japan, but also
the intermediary between traditional eco-
nomic thought in Japan (the teachings of
Ninomiya) and the modern economic
thought that evolved after the introduction
of Western economics.

Amano taught economics at the To-
kyo Senmon Gakkou (the present Waseda
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University) in its founding years. Together
with Yukichi Fukuzawa and Ukichi Tagu-
chi he was listed in the trio of the intro-
ductory stage of Western economics in Ja-
pan. Ikeo's appreciation of Amano may be
justified, as he was the only one amongst
the trio who could publish a systematic
textbook on economics at that stage. His
affinity with Takahashi and Ishibashi is
also identifiable. However, as Amano is a
relatively neglected scholar even among
the Japanese, this chapter could have dealt
with his economics in further detail. Since
Amano’s reception of Ninomiya’'s teach-
ings was not essential in the making of
Amano’s economics, the discussion re-
garding the relationship of Ninomiya and
Amano may dominate this chapter. De-
spite the possibility of a modern interpre-
tation of some elements of Ninomiya's
teachings, the difference in the frame of
reference of their thoughts is not deniable.

In the last chapter, Tkeo sketched
Martin Bronfenbrenner’s life (1914~
1997) and experiences during the recon-
struction of the Japanese economy. What
interested me was his criticism of Ishiba-
shi’s policy as the finance minister during
this period. Ishibashi’s policy of financial
expansion raised concerns regarding hy-
perinflation amongst economics experts
like him. However, the official reason for
Ishibashi’s purge was his writings in the
Toyo Keizai Shimpo during the war years.
Hiroshi Masuda (1996) suspected that po-
litical motivations had led to an injustice
in this matter. It is unfortunate that this
chapter failed to delve into such political
conflicts in detail.

(Kiichiro Yagi: Setsunan University)
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From Dynamics to Growth
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This book investigates Paretian traditions
in Italy during the interwar period.

The original members of Pareto’s
school, many of whom published articles
in the 1930s, comprise Pasquele Boninseg-
ni, Guido Sensini, Luigi Amoroso, Alfonso
de Pietri Tonelli, Roberto Murray, and
Gino Borgatta. The Paretian tradition in It-
aly was then followed by Guilio La Volpe,
Eraldo Fossati, Arrigo Bordin, and Guisppe
Palomba. These were the best periods of
Pareto’s school.

Pareto treated the dynamics of gener-
al equilibrium in Corso di Politica Eco-
nomica (1896-1897), in which he distin-
guished the first and second conditions of
dynamics and analyzed them. Pareto first
attempted to use the second-order condi-
tion as the source of cyclical dynamics;
however, he was encountered with certain
difficulties in identifying solutions for the
system of many variables.

Pantalenoni also attempted to develop
the dynamic equilibrium. The second-order
dynamics, however, need analytical
grounds, which were prepared by two
American economists, G. Evans and C.
Roos. Following H. L. Moore, who formu-
lated the concept of dynamic equilibrium,
Evans began studying economic dynamics.
His student, Roos, then formalized the dy-
namics of general equilibrium.

Evans and Roos’ theory significantly

influenced economists in Italy, where
mathematical economics was developed in
Paretian tradition. Amoroso, La Volpe, and
Fossati maximized intertemporal utility
function. This was introduced by Ramsey
in ‘A Mathematical Theory of Saving in
1928. Pietri Tonelli concluded their contri-
bution in Rivista di Politica Economica in
1935. However, he cautioned against the
confusion between economic reasoning
and mathematical formalism.

Amoroso remains the most important
Italian mathematician in the first half of
the twentieth century. He moved from stat-
ics to dynamics and distinguished two
types of equilibrium: stable and unstable.
He first analyzed the theory of economic
cycle, but later turned toward the dynamic
theory of general economic equilibrium.
Amoroso believed that utility is a function
of consumption and consumption’s deriva-
tive with respect to time.

Amoroso also believed producers’ be-
havior to be analogous of consumers.
Identical to the case of consumption, Eu-
ler's equation leads to the formation of a
system of second-order differential equa-
tions. Amoroso was also a corporative eco-
nomist.

La Volpe, Amoroso’s pupil, used an
intertemporal utility function that was sep-
arable over time. La Volpe maximized it
using the calculus of variations and believe



this to be the first step to dynamic equilib-
rium, which Pareto could not complete.
Meanwhile, La Volpe introduced the trans-
versality condition, an important achieve-
ment of analysis, and used a life-cycle the-
ory.

La Volpe's theory proposed the con-
cept of temporary equilibrium three years
prior to Hicks's Value and Capital.

La Volpe also accepted Robbins’s view
of economic science. He believed that eco-
nomics was a science of means, not ends.
He attempted to build the theory from a
social viewpoint and proceeded toward
welfare economics.

Fossati was an economist affected by
Pareto and Keynes. He believed that Pare-
to’s theory was entirely static but Keynes'
was partially dynamic. He was also affect-
ed by the Austrian school. The Austrian
school was an important channel of mar-
ginalist theory into Italy, Fossati was much
interested in Wiser and Hans Mayer.

Fossati initially took the subjectivist
approach and introduced the concept of
uncertainty and risk. He also considered
the possibility of integrating Paretian equi-
librium and Keynesian theory. He then
tried to build a dynamic model of equilib-
rium, although it was faced with serious
limitations: in empirical terms, theoretical
elegance led to fragile results.

Fossati also abandoned the quantita-
tive theory of money. He adopted Keynes'
monetary theory.

Fossati returned to general equilibri-
um in the second half of the 1950s. He
published a book and replaced the old
Lausanne school method with more so-
phisticated analytical tool. The approach
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was, however, replaced by Debreu and his
supporters’ axiomatic approach.

In the next part, the author describes
the theory of economic cycle in Italy of
the interwar period. As mentioned, the
Austrian school strongly influenced Italy.
Given this situation, Pareto’s school adopt-
ed harmonic oscillations as its analytical
framework.

According to Amoroso's 1932 model,
cycle dynamics were closely related with
expectations. This was also made clear in
Hicks's Value and Capital. In the 1934
Vinci—Amoroso model, the economy was
divided into two sectors: consumer and in-
vestment goods sectors.

In 1935, Amoroso reached a definitive
version of his mathematical model of eco-
nomic cycle. Although currency did not
have an essential role in his first model,
this time it did.

Palomba published his business cycle
model in 1939, which was affected by
General Theory. His model consisted of
two equations. One showed the expected
production of investment goods and was
determined by variations in interest rate in
the previous period and the variable itself.
The other was determined by interest.

Following Paretian tradition in the in-
terwar period, the author treats Cass'’s opti-
mal growth model and von Neumann's
growth model. Both models completed Pa-
retian tradition’s trials. The author, howev-
er, could have referred to real business cy-
cle theory and a dynamic stochastic gener-
al equilibrium model as the developed
styles of models.

(Yoshihiro Yamazaki: Fukuoka
University)
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London and New York: Routledge, 2014, 188 pp.

This book examines past and present
scholars” economics-based thinking with
regard to economic rationality. Although
various studies have mentioned economic
rationality, few comprehensive inquiries
have addressed rationality itself. The work
of this author is therefore significant.

What, then, is the reason for taking up
the topic of rationality in particular? As
the author indicates, the way in which we
define the concept of rationality stipulates
the fundamental character (raison d'étre)
of economics. For instance, if we define
economic rationality as homo economicus
(ie., oriented toward utility or profit maxi-
mization) —as the marginalists did—we
may construct a highly abstract and math-
ematical system, because the premise is
simple, clear, and seemingly universal. The
system, however, may deviate from reality,
and we are uncertain whether economic
predictions deduced from such a simple
premise can be reliable. In consequence,
defining the concept of rationality is the
key to making economics more realistic
and useful. This book touches upon the re-
search subjects of a number of thinkers,
from Smith to contemporary scholars.

The book comprises 12 chapters that
investigate 12 types of rationality. The
economists researched are those relatively
committed to cultivating the concept of
economic rationality, and so their inclu-

sion does not necessarily relate to their in-
fluence in economics. (For example, Pigou
is barely mentioned.) The point is whether
or not new knowledge regarding the con-
cept of economic rationality is introduced
here.

The major theses of this book are
summarized below. Above all, economic
rationality has never been a unique con-
cept throughout economic theory history.
The idea may significantly differ among
economists, as shown by detailing histori-
cal changes in the concept of rationality
throughout economic theory. This evolu-
tion has not been linear but rather complex
and sometimes contradictory. The 12 types
of economic rationality proposed since the
end of the 18th century can be broadly
classified into three major criteria, where
each type belongs to one criterion or the
intersection of two criteria— although
Hayek as one type belongs to none! These
are as follows.

I Social embeddedness of individual ac-
tions
Economic rationality is formed by individ-
uals’ social embeddedness in a specific so-
cial and cultural context. According to this
criterion, we need not reference psycho-
logical motives to explain how an econom-
ic agent acts, and there are no requirements
for the precondition of perfect knowledge
and computational super-capacity. This is



because socially embedded individuals are

supposedly induced to make decisions in

line with rules, conventions, routines, and
other social institutions.

II Psychological foundations in explain-

ing economic behavior

The role of psychology is weighed as the
basic source of various motives behind
economic choices. This criterion denies
the significance of the role performed by
sociological elements. Owing to an over-
emphasis on psychology, each agent is
seen as lacking unlimited knowledge and
superior computation abilities.

III The requirement of perfect knowl-
edge and computation capacity to act
correctly

Psychological and sociological factors that
explain individual decision-making are re-
futed by this criterion, which states that
above all, agents should be presumed to be
super-rational; that is, they have perfect in-
formation and excellent computation. Indi-
viduals are therefore thought to be capable
of attaining optimization.

Although this book mainly discusses
economic rationality, it covers a wide
range of related topics. After all, these are
concerned with understanding humanity
and society, both of which are constantly
changing.

Let me present the lessons I personal-
ly obtained from this book. First, it is im-
portant to consider whether economic ra-
tionality as a premise should be empirical-
ly demonstrated. While scholars like Mill,
J. N. Keynes, and Hutchison held empirical
validity of the premises, others like Walras,
Friedman, Popper, Machlup, and Hicks did
not adhere to that. Nonetheless, science
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cannot rely on arbitrary and empirically
invalid assumption; indeed, “ [t]he realis-
ticness of its hypotheses is therefore the
precondition for every theory aiming to
explain reality” (80).

Secomd, there is a trade-off between
the possible range of applications of a
premise (generality) and the explanatory
ability (realisticness) (106). In other
words, the more abstract the premise, the
less capable it is of explaining real out-
comes. The economic rationality inherent
in homo economicus is held in marginal-
ism and neoclassical economics. Here, the
premise is small in intensive magnitude
but large in extensive magnitude: although
the premise can be applied to a relatively
wider range of events, its explanation po-
tential is low.

Finally, as Jevons and Walras pro-
posed, there may arise a significant separa-
tion between economics and other social
sciences if economics becomes too “sci-
entized.” The author, acknowledging the
utility of studying economics both as a
separation from and as an organic part of
the social sciences, does not agree with ei-
ther the extreme autonomy or subordina-
tion of economics. Like Arrow and Simon,
the author assumes that economics will
likely require increased communication
with other disciplines. After all, we should
recognize both the limitations of “the legit-
imacy of separating economics from other
human disciplines” and the fact that “we
cannot abandon partial economic theory
for the sake of a loose sociological de-
scription of the economy” (139).

(Satoshi Yamazaki: Kochi University)
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