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THE ECONOMIC JOURNAL

DECEMBER, 1928

INCREASING RETURNS AND ECONOMIC PROGRESS !

My subject may appear alarmingly formidable, but I did
not intend it to be so. The words economic progress, taken by
themselves, would suggest the pursuit of some philosophy of
history, of some way of appraising the results of past and possible
future changes in forms of economic organisation and modes of
cconomic activities. But as I have used them, joined to the
other half of my title, they are meant mercly to dispel appre-
hensions, by suggesting that I do not propose to discuss any of
those alluring but highly technical questions relating to the
precise way in which some sort of equilibrium of supply and
demand is achieved in the market for the products of industries
which can increase their output without increasing their costs
proportionately, or to the possible advantages of fostering the
development of such industries while putting a handicap upon
industries whose output can be increased only at the expense of
a more than proportionate increase of costs. I suspect, indeed,
that the apparatus which economists have built up for dealing
effectively with the range of questions to which T have just
referred may stand in the way of a clear view of the more general
or elementary aspects of the phenomena of increasing returns,
such as I wish to comment upon in this paper.

Consider, for example, Alfred Marshall’s fruitful distinction
between the internal productive economies which a particular
firm is able to secure as the growth of the market permits it to
enlarge the scale of its operations and the economies external
to the individual firm which show themselves only in changes of
the organisation of the industry as a whole. This distinction
has been useful in at least two different wa In the first place
it is, or ought to be, a safeguard against the common error of
assuming that wherever increasing returns operate there is neces-
sarily an effective tendency towards monopoly. In the second

1 Presidential Address before Section F (Economic Science and Statistics)
of the British Association for the Advancement of Science, Glasgow, September 10,
1928,
No. 152,—V0L. XXXVIIL NN
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