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THE WELL-BEING ECONOMICS BEFORE ARTHUR PIGOU:

FROM ANCIENT GREEKS TO ALFRED MARSHALL

by
Abraham Aparicio

Abstract

This paper reviews the concept of well-being in Wes economic thought from ancient
Greek philosophers to Alfred MarsheThis non exhaustive review leads us to several ways
to understand well-being, but we can group thesdlree main categoriesubjective well-
being economic (material or objective) well-beingnd human well-beingThe subjective
conception of well-being was predominant in theiemic Greek philosophers, the Italian
tradition ofeconomia civil, Jeremy Bentham and the marginalists; the econooriception

of well-being was predominant in Adam Smith's thotigThomas Malthus and William
Senior; and the human approach was typical of ttleol&sticism, John Stuart Mill and
Alfred Marshall. Within each of these conceptiohs tnost important economic variable in
order to attain well-being is wealth, which is defil as either physical production or precious
metal accumulation (as in the Mercantilism). Budréhare also other economic variables such
as exercise of virtues in market, economic freedmna, the gap between market price and a
given reserve price. These results may be usefslipplement the commonly accepted view
in the manuals of history of economic thought altbetwelfare economics starts in second
decade of the twentieth century, and that theretwoetypes of welfare economics, one

piguovian and one paretian.
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Introduction

Let's make three clarifications. | use throughdwe papemvell-being not welfare for three
reasons. First, because well-being is a kind obsymous ofeuestp a Greek term which
refers a personal overall well-being state, physemotional and psychological well-being.
Second, because several kind of well-being caniddighted setting the right prefix, e.g.,
subjectivewell-being, objectivewell-being,economicwell-being, and so on. Third, because
welfarerefers to the action of the State, through pupbbcies, in order to obtaisocial or

public well-being, which is not precisely the main of fae¢ in all the authors reviewed.

For this paper the termeconomics of welfarewvelfare economic theoyyand some
like these, are synonymous all of them, and we hswestituted them bwwell-being
economicsThe welfare economics is, in all cases, a grdupewories about the way to obtain
maximum welfare, whatever we mean by welfare. If wake empirical proofs in order to
know causality and degree of sensitivity of certaaonomic variables on welfare, then we
are talking about applied welfare economics. Thigla do not shows empirical evidence of
the link between economic variables and well-be(gelfare); it focuses only in the
theoretical concept of well-being (welfare), andtie way achieves it, in the history of

economic thought in Western world.

I'm well aware that well-being, whatever we meanithys determined by a set of
multiple variables of all types and signs: econgraaxial, political, psychological, neuronal,
anthropological, cultural, and so on. However, idev not to bore the reader by repeating
constantly the phrase "among other variables"cetéris paribu we establish throughout
the paper the convention that the well-being depetsd only of a main economic
independent variable. This Marshallian technique useful to graph the qualitative

relationships we have found, which can be seeharAnnex.

Roncaglia (2006: 9-10) reminds us that we ofterrlow& the fact that the meaning of
a concept, even if it can keep the same name, ehahgn we move from one theory to
another, because the change in the analytical framkeis related to changes in the
conceptual foundations. We also come to recogmaatinues Roncaglia (2006: 29), how
essential is the analysis of the conceptual fouodsidf different theories, and changes in the

meaning of these concepts, for theoretical research

This article reviews the concept of well-being, dhd economic factors proposed as

key determinants for achieving them, which we dad fn Western economic thought from
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ancient Greek philosophers to Alfred Marshall. Tin@n feature found during these review is
the change in the conception of well-being arouméda main streamsubjectivism of the
Greek philosophers, Antonio Genovesi, Giovanni Beeg Pietro Verri, Jeremy Bentham
and marginalists such as Hermann Gossen, Williawon¥ Francis Edgeworth, and Carl
Menger;objectivism of the mercantilists, the Physiocrates, Adam Bmihomas Malthus,

William Senior; anchumanismof the Scholasticism, John Stuart Mill and Alfiddrshall.

This paper concludes that it is possible to buildedi-being economics before Arthur
Cecil Pigou, a theoretical and normative well-begugpnomics characterized by a threefold
conception of well-beingsubjective well-beingeconomigmaterial or objectivg well-being
andhuman well-beingWealth is the economic factor that presumablyde@m achievement
these types of well-being, but there are other mamb economic variables such as exercise
of virtues in market, economic freedom, and the Qapveen market price and a given

reserve price.

This article could be useful to supplement the camiymn accepted view in the
manuals of history of economic thought, about tlwaracteristic points of so calledelfare
economicsa) it starts from the second decade of the tw#ntientury, and b) there are only

two welfare economies.

To illustrate the first point, it is useful reviewhe compilation entitled "The
Economics of Welfare" edited by William Baumol a@tHarles Wilson, published in 2001 in
the The International Library of Critical Writingea Economics series, whose chief editor
was Mark Blaug. This compilation collected in thre@umes a total of 94 written works
(including papers and book chapters) that spaméicades from 1920 to 1990, although one
third of the materials (32) are of 1970’s.

On the second point, history of economic thoughtmads agree that there are two
welfare economics.The first, also known agigouvian was born in 1920 with Arthur Cecil
Pigou’s The Economics of Welfgrevhich he wrote a previous version entitMtalth and
Welfarein 1912. The second welfare economics cafled welfare economics, was built
between the 1930 and 1950 with the works of AbraargBon, Paul Samuelson, John Hicks,
Kenneth Arrow, to name a few, and has its centrahé analytical instrument calldthreto

optimal therefore some authors calledParetian welfare economics

It is not matter of this paper, but worth leave ocoemts made that should be also

integrated into welfare economics the works of AtyeiSen from his perspective of the link
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between ethics and economics, as well as the erapiiorks of Richard Easterlin and others
authors, about the link between economic variabileme, inflation, unemployment) and
subjective well-being. These would be integratetl am an addition to or a corrective of

Paretian welfare economics, but perhaps th#ré welfare economics

The well-being economics is not only about an dijecconception of well-being.
The term happiness, for example, has been in edonthrought from Adam Smith to the
present days, and this term is so extended on ogaery theoretical and empirical research
that it was necessary to group these jobs inhidwegpiness economic3here are a lot of
economic thinkers have identified well-being witlappiness, so leave them out of an
historical well-being economy, perhaps arguing thé a subjective term which should not

deal with the economy, seems a serious neglect.

Neglect that Roncaglia (2006: 30) warns us whensdws that "the best way to
analyze a concept, in this case well-being, istudysits evolution over time, examining the
nuances that the meaning becomes in different esitand in some cases in the various
writes of the humanities, philosophy and politics".

This review is much needed in the subject mattehigfpaper because we inherited a
lot of terms related with well-being (welfare). Thallowing is a list, not exhaustive, of
concepts relating to the well-being (welfare) tiag can find in economic theory and in
history of economic thought textbooks: economicfarel, individual well-being, consumer
welfare (and well-being), potential welfare, effeet welfare, material welfare (and well-
being), social welfare, human welfare, welfare tiyeavelfare economics, utility, happiness,

social utility, quality of life, human developmemtelfarism, progress.

If the objective sought by the policy makers isntaximize or promote individual,
collective, social or global well-being (welfarghen it is very useful to have a broader
understanding of the concept of well-being (welfaRRemember that the choice and use of
the tools and instruments to achieve an ultimatd gb public policies are definite on base
what we mean for that ultimate goal. The issueotstrvial; it is connected with the kind of

persons and the type of society we want to build.

This paper presents the progress of an investigdhat is currently in process. For
this reason, the paper presents only the matdral tas been compiled from secondary
sources, mainly from books of history of econonfiought of widely recognized authors,
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papers, book chapters, and some direct referemoes the classics works made by the

authors consulted.

Finally, this paper proposesway notthe wayto build well-being economics before
Pigou, because the selection of authors revisedbkas based on personal criteria that

inevitably can not be shared by other researcheltsel same subject.
1. Thought of the ancient Greek philosophers

The ancient economic thougig an operational construct, because in ancierggithere was
no integrated thought about economic issues, rdtfeestudy of economic affairs has always
been subordinate to the study of other more gen&saes such as religious life or political

organization. In this section we focus on the ‘exait thought’ of western ancient world.

Greek philosophers referred to well-being, all tirees, as a subjective category
called happiness. In other words, the ancient GpFelosophers understood well-being as
subjective well-being in overall and economic issuEherefore a well-being economics for
ancient Greek philosophers was limited to undedstenthe role of wealth, i.e., possession
and enjoyment of material goods to satisfy neadsrder to achieve subjective well-being.

Xenophon thought that was wise to obtain from reatonly what is necessary to
satisfies the ‘true human needs’ to avoid discotafar order to enjoy life moderately; that
for was irrational the accumulation of material dedbeyond a amount (certainly that
amount never was stated) that allow enjoymentnifederately’. From this it follows that,
according to Xenophon, wealth contributes posijivel the subjective well-being, but until
certain limit. Xenophon did not theorize if beyatat limit the effect of wealth on subjective

well-being becomes negative or disappears.

For the school founded by Aristippus of CyrenelethlCyrenaic, subjective well-
being is fully based on material goods. The Cyrenhaionceives happiness as "pleasure
system” where the pleasure (perceived by the siemseession) is the ultimate goal of all
action? It is clear that in this conception of subjectivell-being, wealth or the possession
and accumulation of material goods, have a positiygact on happiness, because greater
ownership and use of goods produced pleasure aeatds us from the discomfort and

pain?

In absolute opposition to the Cyrenaic school edthical doctrine of Antisthenes of
Athens, founder of the Cynic schdolThe Cynics argued that subjective well-being

(happiness), was achieved throwgltarky, virtue that allow maintain faraway the human his
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existential opponents: hunger, cold and povertye Hoctrine of cynicism led not only
contempt for material goods but also of mannersgesty and social conventions, to the
point of rudeness, hence the current meaning ofcéyim Cynics’ ethics there is clearly a

negative relationship between wealth and subjesti@iebeing.

Less radical that Cynics is the doctrine of Stadjswhich has as characteristic
features the acceptance of destiny, the fight ag#nme forces of passion, and self-sufficiency
that enables the human being detachment from therrets good$. For Seneca, the
subjective well-being (happiness) must be basedlmt "the fickle fortune can not take any
time™. Because the possessions and wealth are consiergddous, Seneca recommend
contemplate materials goods as something whichamdeave out, but not recommended its
rejection. In essence, we can say that the ethifsoocism did not establish any relationship

(either positive or negative) between wealth argestive well-being.

The ethics of Epicurd$ nevertheless is in the hedonic tradittphas more elements
in common with the Stoicism that with Cyrenaic sahoEpicureanism considers that
subjective well-being (happiness) is achieved thhotheataraxia a state of freedom from
fear, pain, and perturb, but it's an active, nattemplative, stat&. According to Epicurus,
the wise does not exclude the pleasures but ohgen,tand applying reason and prudence
(phronesi$ in order to subject the pleasures to physical spidtual well-being?® We may
conclude that in the ethics of Epicurus, subjectivell-being will be oscillated around
ataraxia depending on how the person "directs" activelyapleges, including of course, the

pleasure induced by material goods.

Aristotle conceived happiness a&udaimoni¥ which was achieved through the
exercise of virtue, understood as a middle poiiitefegnt in every person) between the vice
of excess and the vice of deficiency. Aristotleoremended that in presence of joys and
sorrows, the person should maintaining them in dueus middle point through

temperance>

The wealth plays a role in attainmentdaimoniabut it concern to botlghrematistic
and limitation of needs. On one haf@hrematisticrefers to acquisition and accumulation of
monetary wealth. Aristotle criticized those who mathe chrematistic itself the final
objective, because he thought that the naturabtifee money was spending for satisfies the
needs, not its accumulati®hOn the other hand, Aristotle also said we shoindt Ineeds

through education, because the desires are, byenatlimited:’
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These three elements: happinessadaimonia money should not be accumulated,
and desires should be restrained, allows us els#baraargument about relationship between
well-being and wealth. For Aristotle the possessiohgoods contribute to achieve maximum
subjective well-being when the amount of wealththezi excess nor is below of our needs,
but these needs are educated by prudence. Therdierevealth have a positive effect on

subjective well-being but only the in a range dédilby excess and deficiency.
2. The medieval Christian thought

The early Christian thought, also called thoughthef early Fathers of the Church, presented
the kingdom of God as something very close, wheghthem to consider as unnecessary the
production of goods and services. However, whdmedame clear that the coming of that
kingdom was not so close, Christian thought chantgedew about the wealth, which came
to be considered as a gift that God gives to prerhoiman well-beinghuman welfargin the

world .22

For a history of well-being economics is signifitdinis change in the conception of
well-being, it goes from a completely subjectivereént to another that is directly observable
and objective. In medieval Christian thought, thpiness in the world is no longer the goal
to pursue. The best one can obtain in this worldégemfort derived from material conditions
that allow a decent level of life. Therefore, wiedling is conceived here as human well-
being, since the true happiness is only found id.Go

The role of wealth in the pursuit of human wellfggiis related with the notion of
needs. Scholasticism returned to Aristotelian cphoef virtue as a balance between
deficiency and excess, but in the doctrine of féhhaccent fell in the study of the deficiency
of many instead the excess of a minority. Thugheproblem of satisfies human needs the

word indigentiabecame the central concept, it means needs agamsage.

St. Augustine recognized that the issue of suppeetls is subjective, because "every
man has the power to shape his mind, [s0] thelitlesagreement between the election of a
man who really needs an object and the electiomn® who craves an object only for
pleasure™? However, Thomas Aquinas put the emphasis on abgetiuman needs, which
can be met through the goods, and argue that tbe pirgoods was a function of need, some
authors see here the oldest root of an analytioryhef value based on demaffdlean
Buridan and Gerald Odonis also participated in tihheme of needs. The first, related
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indigentiawith the desire supported by the payment capatity;second, used the concept

raritas (shortages against needs), otheninskgentia®

The notions ofindigentiaandraritas help us to develop a relation between human
well-being and wealth. For Scholasticism the humagill-being concern to satisfying the
objective requirements of the material life by thatisfaction of needs front shortage
(absolute or relative), in order to achieve a cotafde level of life, but no the happiness.
The wealth can contribute to human well-being by thfferent ways: reducinghdigentia

thought a greater satisfaction of needs, or redueiritas thought reducing shortages.
3. The pre-classic thought

The concept of well-being in Mercantilism is an eemic-financial-group well-being with
two components. First, it is refer to well-beinge{fare) of the absolutist monarchy, more
precisely, the well-being (welfare) of the rulinghility, therefore, when the mercantilist talk
aboutnational well-being(national welfar¢ is better understand it as well-being of a group
or social class. Second, the mercantilist beligkias wealth is the accumulation of precious
metals that are reflected in a favorable balanceaafe, i.e., wealth is not the production of
goods? So therefore, well-being mercantilist isgaoup well-beingand it is a positive

function of wealth understood as accumulation etfmus metals.

Pierre Boisguillebert was a Physiocrat and he aptieat the land agriculture was the
source of wealth of nations, but he also thougat oods and services constituted the true
nature of national wealth, not the money as thecargilists?® Therefore, in the Physiocracy

thenational well-beingdepends of physical wealth.

For Bernard de Mandeville, individual vices makélpuprosperity and maximize the
social well-being(social welfarg.>* Mandeville argued that the best we can do to &ehtiee
public well-being(public welfarg is to leave persons in absolute freedom to nfest bwn
vices, since some proclaimed economic and socialed, such savings, were less socially
useful, the lavish spending created more jobs thanfrugality” Thus, for Mandeville,

public well-beingdepends positively of the degree of economic freed
4. The ltalian tradition of economia civile

Preceding and contemporary of Adam Smith, ther@ansimportant tradition of Italian
thinkers into a stream called Italian civic humamigradition that comes from Petrarca, also
known aseconomia civilg® In their economic writings they addressed the epts of

pubblica felicitaandben vivere socialeAntonio Muratori, Antonio Genovessi, Ferdinando
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Galiani, Pietro Verri, Cesare Beccaria, among atleamtemporary men, have a subjective
vision of well-being. Galiani said that "among menly the pleasure has a price, not buy
other things that comfort... do not pay anythinigeotthan the injury and the deprivation of
pleasure caused to others?.In the same way Muratori said "in us, the mainirdeshe

father of all desires, is our private good, ounvai@ happiness... but more sublime is the

desire of the good of society, the public good,ligutappiness?

Genovessi Antonio is a clear precursor of the ioleaocial capital, considering that
the main advantage of the company is in the enjoyroé social relations, and argued that
the economy is a civil (or social) only if focuses pubblica felicita?®* To Genovessi,
economic life is an exercise of civic virtues, lggithe market place are put into practice
virtues such as love for the common good and timérabof individual passions, where each

one helps the other to meet their needs throughgdatsonal relationshigs.

For its part, Beccaria and Verri shared a subjecawnd hedonistic conception of
economics phenomena; they saw that in making ecmndetisions of individuals, they are
motivated solely by the pursuit of pleasure and f&fapain. Beccaria made clear, before
Bentham, the goal of public action was the "gradtappiness for the greatest number”, and

Verri considered possible to carry out the meastigeasure in monetary terrfis.

We can say that for this group of Italians thinkéne concept of well-being is
primarily subjective and public, and they considetieat authorities and public institutions
must always take into account the innate desifeuafan beings to seek pleasure and move
away from pain. However, they also said that hurbamgs are able to exercise public
virtues, and best evidence is the market mechanmsshort, thesubjective and public well-
beinggrows when we exercise public virtues in the marke

5. The classic thought

The labor value theory provides insights into thaywn which classical economists
conceived well-being. This is the first perspectivem which Myint (1962) analyzes the
well-being (welfare), and called it "fight of mamganst nature". Here is implicit that the
needs are proportional to the quantities of phygicaducts, so the well-being (welfare)
grows when the quantity and productivity of phykiesources increases. It is a well-being

(welfare) analysis at the physical level.

Others authors, for example, Sanchez and Santia§98( 175) say that "in the

classical economic thought, speaking strictly, ¢h@as no welfare economics. And there was
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none because he identified welfare with wealth&cizely because there was a conception of
well-being (welfare), in this case as physical weat should be include in a history of well-
being economics. On the site previously referrbésé¢ authors make clear that "Classics
focused on growing the wealth of nations, assuntivaj an increase of this wealth was
equivalent to an increase in welfare ... The cam@s to maximize production for the

maximum number of people”.

This conception of well-being (welfare) is rootad the fact that for the classical
economists resources are land (passive and unctipfagitor) and labor (active factor likely
to increase), and the economic problem was, assémit, the struggle of man against nature
in which well-being (welfare) could be measuredthg degree of success in that eternal
fight.®

Other authors share and expand the thesis of Miyortexample, James (1957: 138)
argues that the old classic authors built "a weattbnomics, a kind of severe chrematistic"
because they were more interested in the accumnlati wealth and in the laws of that
change. Landreth and Colander (2004: 435 and 4&6}rthat "welfare economics was a part
of classical economics”. In short, the classicainemists spoke about atonomic well-
being which we can also calbbjective well-being or material well-being In order to
increase thigconomic well-beingit is need ton increase production of materialdgy i.e.,

wealth of nation.

In the case of Adam Smith, we can find two conaeysiof well-being. For moralist
Smith well-being is subjective and he identifiesvith happiness. For economist Smith the

well-being is objective and he identifies it witlealth in physical terms, as we can see.

The issue of moral philosophy, according Smitthappiness and human well-being
(welfare), not only as individuals, but it as memsbef a family, a state, and human soci®ty.
For moral philosopher Smith correspondence of rfigslior mutual sympathy is the main
source of human happiness; wealth is only a meatttact the consideration of othéfdn
this sense Smith stated that the endogenous justexhanism, called invisible hand, it
allocates equitably happiness, not material possesgwealth$® In his own words (Smith,
1994: 185):

"As is true happiness in human life, they (the p@oe not inferior to those above (the rich).
In ease of body and peace of mind, all the diffelevels of life are about the same level, and

the beggar can have that peace and tranquilitywlich kings are fighting."
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In contrast, in the work of Smith economist, theu® is economic growth, the growth
of national wealth. The chain of economic growttSmith begins with the division of labor,
which increases productivity, leading to increapeaduction, leading to higher wages and
higher income per capita and higher levels of con#ion, which leads to greater wealth of a

nation and greater accumulation of capital.
6. The post-classic thought and utilitarianism

Thomas Malthus was the leading figure of post-Siaitreconomics in the first half of the
nineteenth century, and his writings shaped thetigal economy as an independent
discipline of philosophy mordl. For Malthus, it became clear that since Adam Sntite
object of economics is the wealth of nations, ahd happiness of nations is another
research? William Senior expressed similarly to define picd economy as the science that
deals with the nature, production and distributtdrwealth, therefore, according to Senior,

the field of economics is wealth not happin&ss.

During the classical school was sharing the coroncthat thehomo economicuis a
selfish and competitive man, also the idea thatalives of human action derived to achieve
pleasure and avoid pain. These two beliefs were citve of utilitarianism of Jeremy
Bentham, who argued that well-being is entirelyjadtive linked to hedonic pleasuf€The
utility principle was for Bentham not only the eaphtion of individual behavior, also was
the moral criterion of every political measute.

To reduce all human motives to the principle olitytiBentham laid the foundations
of a science of human happiness, which he intentide as empirical as physics, proposing
his famous seven regulators of the value of a pleasr a pain (intensity, duration, certainty,

propinquity or remoteness, fecundity, purity anubjd)*

The well-being of consumption, income, wealth, o ather economic variable,
should be immediately referred to that calculus©@bpiness. In Bentham the happiness can
be achieved by way of wealth, therefore happingeskd aim of economic actioffsin other
words, the subjective well-being (happiness) i®sitive function of pleasure and a negative

function of pain, where the wealth plays in favbpleasure.

Although John Stuart Mill said to share the utiig@ism, his conception of well-
being is less subjective than Bentham’s conceptan. Mill pain and pleasure are not the
unique elements of well-being, he also includesnel@s that he supposed as a result of

social reforms, such as reallocate of wealth, wdsneguality, workers’ rights, and
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educatiorf? Mill argued that the ultimate goal of all econonaictivity was to contribute to
improvement in lifestyle and moral progress of etgiso their concept of well-being is more

humanist, an¢human well-being

Mill believed that the accumulation of wealth walnait beyond which wealth ceases
to contribute human well-being, and even could rewat. It is known that Mill was not
afraid of the "steady state" and he attacked tha wlealth accumulation of by itself: "I don’t
like the ideal of life of those who thought tha¢ thormal state of human beings is a constant
struggle to advancé®.He asked "I do not know why there is reason tccomle the fact that
people who are already richer than anyone needsetohave doubled their means of

consuming things that produce little or no pleasxeept as representative of wealfth".
7. The marginalist thought

The marginalism of William Jevons, Carl Menger dmdabn Walras, which will become the
base of the neoclassical theory, it served to anhate the idea that human behavior is
entirely reducible to rational calculation aimedna&ximizing utility’” For marginalist as
Jevons and Francis Edgorth, economics became the science of happinesgkeasure,
therefore the domain of economy and wealth is syt of happiness and pleastfré&or
the marginalist thought the well-being is achietagdhe efficient allocation of resources, this

idea will be the base of pigouvian and paretiarfaveleconomic$’

Hermann Gossen believed that the economics wahdoey of pleasure and pain, the
way how you can get maximum pleasure with minimufforg either individually or
collective® For Jevons, maximize the pleasure was the proldeémconomic¥, and he
defined economics as the science of calculatingspiees and pains in order to obtain
happiness or pleasuteln this same line, Edgeworth pointed that maxinfiappiness means

maximize pleasurg.

Well-being in Menger is the maximum utility, and ximaum utility meaning
maximum satisfaction of needs. Menger establisted principle of equal marginality to
describe the behavior of maximizing individual sktction. He describes how the persons
use the available quantities of goods in ordeibtaio the maximum possible satisfaction, but
he also stressed that satisfaction have differegtess for people and they try to satisfies
most urgent needs before the less uréfefhis group of authors has clearly a conception of
well-being as subjective, and the way to maximurbjexttive well-being is the efficient

allocation of all resources available.
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8. The thought of Alfred Marshall

Some authors argue that Alfred Marshall's majottrdaution to well-being economics is the
development of consumer surplus idedhis famous concept, in his time and even 1ipow
has eclipsed another more humanistic conceptiametitbeing which shows the influence of
Henry Sidwick.>’

a) The consumer surplus

The concept of consumer surplus is an original rdmuion of Dupuit®, but is Marshall who
developed it to talk about well-being. Marshall arstands the consumer surplus as the
monetary gain of a consumer when the market price good is less than the price which

consumer would be willing to pay for the commodigfore deprived of it (reserve pricé).

In this context, well-being is understood as a ntamyeutility gain, which can be
quantified by the size of the consumer surplus. this reason, Marshall assumed that
consumer well-being (welfare) may increase or demewhen the prices of goods varies,
holding constant the reserve price. Fiscal policgasures are sources of prices change
through taxes and subsidies to industry.

For Marshall, the consumer surplus approach cailydssextended to discuss social
well-being (welfare), which can be defined as thalfresult of consumer surplus taking into
account the public expenditure of subsidy and thiglip income of tax. The final effect on
social well-being (welfare) depends whether theusty subject to this fiscal policy is

constant, increasing or decreasing céfsts.
b) Human well-being

In an excerpt from unpublished writing of Marshalhich was compiled by Pigéun 1925,
we can read "the wealth exists only for the benefitmankind. It can not be properly
measured in yards or tons, or ounces of gold,rtikeerheasure lies only in the contribution it
makes to human welfare". In this line, wealth cantdbute to well-being only indirectly,

because the object of economics is, again, theigdlysaterial or objective well-beirt§.

The famous definition of economics offers by MafsfE963: book I, chap. 1, § 1)

confirms this idea:

"... the study of human activities in the ordinaots of life [...] the science that examines the
part of individual and social action [...] conneattgith the attainment and use of the material

requisites of well-being".
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For Marshall, well-being depends in a high gradenof economic factors such as
religion, genuine interpersonal relationships,fdehip, and family affection. In Marshall we
found the Aristotelian idea about well-being (haygss) does not depend on the wealth
because well-being has a social nature. But povitaéyshall recognizes, imposes severe, if
not impossible, obstacles to develop these dimarsid life which well-being depends on.
Therefore, Marshall says that the role of econonmcsociety is very important as looking at
ways to reduce poverty and increase wealth, cariinig to increase living standafési.e.,

thehuman well-beinglepends oéconomic well-being

Marshall does not use the word happiness becausgahts to separate from the
utilitarian and hedonic charthat that word containing, so he prefers well-beingich was
not a new term among his contemporaries, and thes replaced by welfare in Pigou’s
works. For the Cambridge tradition, wealth is synonymotigploysical wealth, and they
consider that wealth is essential to reach a monegptete kind of well-being, which we have
calledhuman well-bein. John Maynard Keynes, another of the Cambridg#tioa, took up

this idea in his writings on social philosopHy.

Finally, remember that in the early twentieth ceptwinder the influence of Marshall
and the Fabians, sonBritish authors opposewealth econon andwelfare econon. They
sought the elements of welfare and they wanteeconomics of welfa, i.e., an economics

concerned with the means to make the most of maxiiusocial well-being (welfaréy.
Conclusions

This reviev, non exhaustive, of well-being (welfare) concepWWestern economic thought,
from ancient Greek philosophers to Alfred Marshiggds us to several ways to understand
it, but we can group these in three main categosiggective well-beingeconomic (material

or objective) well-being@andwell-being humanlt we can also isolate one economic variable
in each case, which contributes in some degreke@ttainment of well-being. Table 1 and

the Annex summarize these results.

In summary, the subjective conception of well-being yweedominant in the ancient
Greek philosophers, the Italian tradition economia civil, Jeremy Bentham and
marginalists; the economic conception of well-beings predominant in Adam Smith's
thought, Thomas Malthus and William Senior; and thenan approach was typical of
Scholasticism, John Stuart Mill and Alfred Marshall
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Within each of these conceptions the economic bbianost important in order to
attain well-being is wealth defined as either pbgkiproduction or precious metal
accumulation. But there are also other economi@bbes as exercise of virtues in market,

economic freedom, and the gap between market aridea given reserve price.

These elements allow us to build a well-being eauns beforete Arthur Cecil
Pigou, a theoretical and normative type of wellRgeeconomics. The result of this paper may
be useful to supplement the commonly accepted inetlve manuals of history of economic
thought about the welfare economics starts in doversd decade of the twentieth century, and

that there are only a piguovian and new welfareneoucs.
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TABLE 1:

SOME KEY ITEMS FOR WELL-BEING ECONOMICS BEFORE ARTH UR PIGOU

School Authors Conception of Well-Being Indeped. Varible Effect on Well-being
Ancient Greeks  Xenophon Subijective: happiness Wealth Positive, urdihount.
philosophers

Cyrenaics Subjective: happiness = pleasure Wealth tirrndnigh grade.

Cynics Subjective: happiness (lautarky) Wealth Negative

Stoicism Subijective: happiness Wealth None

Epicurus Subjective: happiness Wealth Oscillating adataraixa

Aristotle Subjective: happinessetdaimonia Wealth Concave
Scholasticism Human Wealth Positiva, reducinigdigentia
Pre-classical: Economic, group Wealth, gold Positive
Mercantilism accumulation
Pre-classical: Boisguillebert Economic, national Wealth Positive
Physiocracy
Pre-classical: Mandeville Economic, public Economic freedom Positive
Liberalism
Italian tradition Galiani, Muratori, Subjective and socigbubblica felicita Exercise of civic Positive
econonn civile Genovessi, Beccaria, virtues in the market

Verri.
Classical Adam Smith Economic Wealth Positive
Post-classical Malthus, Senior Economic Wealth Pasitiv
Utilitarism Bentham Subjective: happiness = pleasure ealth, produce Positive

pleasure

J. S. Mill Human Wealth Concave
Marginalism Jevons, Menger,  Subjective: happiness = pleasure Efficient alloecgtio Positive

Gossen, Edgeworth max utility
Neo-classical Alfred Marshall Subjective: monetariitytgain Market price, holding Negative

(consumer surplus)

Alfred Marshall Human

constant reserve

price.
Wealth

Positive, but limited.

Source: self elaboration.
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XENOPHON

ANNEX

CYRENAICS
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SCHOLASTIC MERCANTILISM

Human Well-Being Economic Well-Being (Group)
3 3
- 1 _ Wealth
> Wealth > (gold accum.)
PHYSIOCRACY LIBERALISM
Economic Well-Being (National) Economic Well-Being (Public or Social)
3 3
R _ Economic
> Wealth > Freedom
ITALIAN TRADITION CLASSICAL
(economia civile
Subjective Well-Being (Socialpubblica felicita Economic Well-Being
3 r 3
Exercise of
civic virtues -
in market > Wealth
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POST-CLASSICAL J. BENTHAM

Economic Well-Being Subjective Well-Being
3 r 3
» Wealth » Wealth
J. S. MILL MARGINALISM
Human Well-Being o )
A Subjective Well-Being
F 3
I
I
I
I
I
I
I
I
I
: Efficient
S : o » Wealth _ resources
B resuma y,” allocation
steady state
MARSHALL MARSHALL
Subjective Well-Being (monetary gain of utility) Human Well-Being
3 F 3
Price, holding
» constant reserve » Wealth
price.
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NOTES
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! There are some exceptions. Barbe (1996: 444)edudt Vivian Walsh, identifies three stages in atioh of welfare
economics which are parallel to the stages of matiam of individual choice theory: a) economicsagifare: its main
exponent was Pigou, and it is based on a cardiiiahtianism approach; b) new economics of welfatés based on
ordinal preferences and compensation principled caumxiomatic welfare economics: focuses on KemdefArrow and
its axioms of social choice, parallel to the axitimapproaches of individual choice to develop th@vn Arrow.
Others authors don’t make explicit the old and wesifare economics, for example, Rima (1995) ertitier chapter
15 "The new theory of welfare and consumer beh&ayvimut she does not speak anywhere else of an ‘eé&lfare
theory, but she states merely, in chapter 14, sefeeences to "the welfare effects of taxes andisigs" according to
the concept of consumer surplus of Alfred Marshall.

2 Ramos (2004: 207, note) and Ekelund and Hébe®2(107)
3 Ferrater (1990)

4 A contemporary perspective of Cyrenaic hedonisnpsgchological hedonism, which holds that any acti®
motivated solely by the pleasure derived fromkirtg in account expected costs. McReynolds (1938) 3

® Antisthenes taught in Cinosargos, outskirts ofefth) from where his school was called Cynics. Semtgam and
Goulet-Caze (2000).

® Abbagnano (1982)

" School founded by Zeno of Cito in tlstoa poikilefrom where the members of that school were céffitics. The
school is usually divided into three periods: antigtoicism (Zeno), medium Stoicism (Panaetius Rosidonius), and
the new Stoicism (Lucius Annaeus Seneca). If weederd the differences that separate those pesiodishe particular
doctrines or interests of each one, we can con§tEcism as a unified doctrine, which has beeistotical constant
in Western thought, perhaps because it is oneefatest attitudes of humans when appeared a risfar Ferrater
(1990: 1036 - 1040)

8 Hirschberger (1997: 231 - 232)
° Seneca (1991: 46) and Seneca (2000: 62, 74 - 75)
19 He established his school in a farm called "Thed&a'. His philosophy is the base of the Epicurgami

1 Any doctrine that sees the pleasunedong as the final goal of life is, in a strict senaehedonistic doctrine, but as
there are many ways to understand the pleasure, dne many forms of hedonism.

12 Ferrater (1990: 955, 957)
13 Hirschberger (1997: 246)

14 Greek prefixeu (good) ancddaimon(god, spirit, demon). Theaimonis an emissary of the gods who cares for each
one of us acting invisible. Having bddimonmeans to be led astray, hence became the rolo¢ @itrent term "devil."
The nameDesdemon&hakespeare used for the unhappy wife of Othslbvariation of thelysdaimorit means to be
driven into disgrace. McMahon (2006: 21)

15 Aristotle (2004: 25 — 32, and 57)
16 Ekelund and Hébert (1992: 24)

" Ramos (2004: 206 - 207)

18 Ekelund and Hébert (1992: 26)
Ydem p. 27.

201dem pp. 30-31.

2Lidem p. 34.

22 _Landreth and Colander (2004).

23 Screpanti and Zamagni (1997: 52) and (EkelundHtuert, 1992: 88)
24 Ekelund and Hébert (1992: 68)

% Screpanti and Zamagni (1997: 51)
26 Bruni (2004: 23)



27 Screpanti and Zamagni (1997: 61)
28 Bruni (2004: 26)

2 1dem

%0 1dem,pp. 27 - 28.

81 Screpanti and Zamagni (1997: 63)

%2 Myint (1962: 146)

¥ Rima (1995: 90)

* Bruni (2004: 30)

% \dem,p. 31.

% Ekelund and Hébert (1992: 112, 128)

3" Rima (1995: 122)
% Bruni (2004: 24)
% Ekelund and Hébert (1992: 169 - 170)

40 Screpanti and Zamagni (1997: 78)
1 Backhouse (1988: 200)

2 Screpanti and Zamagni (1997: 78)
43 Bruni (2004: 35)

44 Ekelund and Hébert (1992: 199)

S 1dem.

46 Ramos (2004: 208)

47 Screpanti and Zamagni (1997: 158)
“8 Bruni (2004: 36)

49 Sanchez and Santiago (1998: 177)

%0 Ekelund and Hébert (1992: 338)
*1 Screpanti and Zamagni (1997: 166)

2 Bruni (2004: 36)

3 ldem.
%* Ekelund and Hébert (1992: 343 - 345)
%> Backhouse (1988: 205)

% For example, Lucas (2000: 250) uses the consunmptus approach to define the welfare loss duenflation
(welfare cost of inflation) as "the area underitheerse demand function that can be gained by iedube interest rate
from a given levet to zero."

" Henry Sidgwick was the initiator of the utilitanidgradition in welfare economics, which culminaiadhe work of
Pigou. His main contributions were three: emphasithe distinction, central to welfare economicgwaen positive
and normative aspects of the economy; used Jevtresy of value to show that wealth in the senssum of
individuals profits not necessarily correspond he tvealth meaning the sum of produced goods vahtemarket
prices; contributed to economic welfare practicstamatically explaining the principles of econorpialicy. See
Backhouse (1988: 202 - 203)

*8 Blaug (1985: 448)

59 Assuming that the marginal utility of money is stant for consumers and the utility, which is itselbjective, is
measured in cardinal units. For a technical rexaé¥his concept see Varian (2007).



% According to Marshall, the State may increase a@owgielfare by taxing industries of diminishing rets and
subsiding industries of increasing returns. Thaiamgnt depends on the ability to distinguish betwtbenindustries of
diminishing returns and increasing returns, whigk formidable problem. Marshall expressed soméaraabout the
practical applicability of this argument and cao@d against the administrative problems of taxectibn and
determining the level of subsidy. See Blaug (198® - 61).

®1 Barbe (1996: 444)
62 Bruni (2004: 32)

&3 1dem,p. 34.
1dem,p. 33.

& James (1957: 138)



