
micro-economics provided misleading guidelines to those charged with
advising on economically rational behaviour by State enterprises. One
reason among several is that they failed to use an adequate definition of
commercial behaviour in real-world markets by real-worlds firms.
Another is that they feil into the yawning gap between micro and macro
economics. Still another is an unimaginatively narrow view of mono-
poly theory. Finally, there is the tendency to misuse marginal analysis,
in situations in which externalities, indivisibilities, complementarities,
systemic factors, are important, as they often are. Business studies are
not guilty, or not so guilty, of the oversimplifications and omissions of
which I speak. But economic theory has had regrettably little connec-
tion with business studies, despite Marshall's phrase about "the ordi-
nary business of life".

TTiere are certain concepts, certain words, of quite evident importance
in "real" micro-economics, which are not to be found at all in most
textbooks. Let us look at a few of these, and consider the reasons and
the consequences.

Let us begin with quality. A check on the index to a dozen textbooks
showed either no entry at all under this head, or one related to product
differentiation: i. e. that one way in which firms can behave under
imperfect competition is to supply the product in different qualities,
and at different prices, for instance cars. This does at least suggest to the
Student that quality can vary, while in most books the word "product" is
silently assumed to be homogeneous, clear and unambiguous, and any
Variation (for reasons of "product differentiation" or any other) then
becomes simply a different product.

Kevin Lancaster wrote, and rightly, that any good or Service possesses
"a bündle of characteristics". Indeed it is so, and one must express
astonishment that this needed saying at all. It may be simpler to confine
the analysis to quantity and price, but there are other dimensions too:
durability, packaging, punctuality, after-sales Service, taste (whether
relating to a dress or a restaurant meal), sharpness, (of a knife or a razor-
blade), and so on and so forth. Under competitive conditions there will
be pressure to take these matters into account. But to do so involves
trouble and expense. Quality of a given good or service can deteriorate,
indeed is very likely to deteriorate, if competitive pressure is weak or
absent. This seems to be overlooked when economists advocate com¬
mercial behaviour by nationalized quasi-monopolies, with consequ¬
ences which we will discuss.

Oddly, there ist very little discussion either of the quality (or motiva-
tion) of labour and management. If not seen as homogeneous, labour is
differentiated by specialization: even the most blinkered micro-
economist would agree that there are differences between (say) miners,
accountants and pilots. But persons of the same speciality can work
well or less well, behaviour of management and labour can be affected
by the indicators by which their Performance is judged, morale and
attitudes affect outcome. Obvious? But how often referred to in books
on micro-economics?
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