
Methodology for a New 
o 

Microeconomics 
The Critical Foundations 

LAWRENCE A. BOLAND 
Simon Fraser University, 
Burnaby, British Columbia, Canada 

Boston 
ALLEN &UNWIN 
London Sydney Wellington 



Contents 

Acknowledgements page xi 

Preface xiii 

Introduction: On the Foundations of Comparative Statics i 
1. Equilibrium and Explanation 2 
2. Equilibrium Implies Disequilibrium Dynamics 5 
3. The Hidden Agenda of Comparative Static Methodology 9 
4. An Outline of the Book 11 

Part I: The Economics of Sub-optimal Economies 
1. The State of Equilibrium as an Optimum IS 

1. Methodological Individualism and Equilibrium Methodology 18 
2. General Equilibrium and Psychologism 20 
3. An Equilibrium as a Necessary Optimum 23 
4. A Disequilibrium State as a Sub-optimum 25 

2. Optimization vs. Equilibrium 29 
'1. Sub-optimality as Equilibrium: 

Externalities vs. Market Failures 31 
2. Sub-optimality as Market Failure 33 
3. Disequilibrium as Optimality 34 
4. Disequilibrium as Information Optimality 36 
5. Methodological Costs/Benefits of Invisible Equilibrium Prices 39 

Part II: Foundations of Equilibrium Methodology 
3. Individualism and Differential Calculus 43 

1. Long-run General Equilibrium and Individualism 44 
2. Varieties of Individualism in Economic Theory 48 
3. The Long-run Equilibrium as a Special Short-run Equilibrium SO 

4. Methods of Explaining Disequilibrium States S7 
1. Critiques of Partial Equilibrium Explanations S9 
2. Disequilibrium vs. Individualism 62 

5. Proofs vs. Conjectures in Analytical Economics 69 
1. The Problem of the Integral vs. the Differential 70 
2. Equivalence of Set Theory and Calculus Analysis 73 
3. Continuity vs. Connectedness in Choice Theory 7S 
4. Continuity, Convexity, Uniqueness and Choice Theory 78 
5. Infinity and Induction in Analytical Economics 83 
6. Proofs and Conjectures 89 



Part III: Limits of Equilibrium Methodology 
6. Equilibria and Teleological Statics 93 

1. Exogenous Variables and Teleological Comparative Statics 95 
2. Hayek's Contingent Equilibria 97 
3. Calculus of Variations, Dynamic Programming, 

Control Theory, etc. 99 
4. Mechanical Solutions vs. Learning 100 

7. Equilibria vs. Equilibrium Processes 103 
1. Equilibrium and Theories of Knowledge 104 
2. Equilibrium and Theories of Ignorance 107 
3. Responding to Disequilibrium Awareness 110 
4. Learning vs. Knowing the Equilibrium Price 116 

8. Against Macroeconomics as Defeatist Microeconomics 118 
1. Macroeconomics and Rational Expectations 119 
2. Stochasticism and Macroeconomics 123 
3. Stochasticism as Instrumentalism 127 

Part IV: Avenues for a New Microeconomics of 
Non-Equilibria 

9. Ad Hoc Theorizing about Price Dynamics: 
A Slippery Slope 133 
1. The Analytical Problem of Price Adjustment 134 
2. AdHocClosureofthe AnalyticalEquilibriumModel 135 
3. Toward Closure through Ad Hoc Ignorance 138 
4. Exogenous Convergence with Forced Learning 139 
5. Endogenous Convergence with Autonomous Learning 141 

10. Ad Hoc Theorizing about Non-clearing Markets: 
A Rocky Road 144 
1. Exogenously Unintentional Disequilibria 145 
2. Deliberate Disequilibria: Keynes-Hicks Generalized Liquidity 147 
3. Methodological Individualism vs. Deliberate Disequilibria 154 

11. Learning Methodology and the Equilibrium Process: 
A Murky Mews 156 
1. Learning and Individualism 158 
2. Learning without Psychologism or Inductivism 161 
3. Active Learning and Equilibrium Stability 163 
4. Macrofoundations of Microeconomics 166 
5. Expectations and Conjectural Knowledge _ 167 
6. Towards a Generalized Methodological Individualism 168 

Bibliography 172 

Names Index 179 

Subject Index 181 


