
PROP. DR J . TINHERGKR THE HAGUE, 18 August 1954 
S i j z e n l a a n k^ 

^ Qi Professo r P .O. MAHALAl̂ OBIS P .R.S , 
8, King George Avenue, 
New Delhi 2 

Dear Professor Mahalanohis, 

As I wrote to you in ray previ-^us l e t t e r I had the 
pleasure of discussing with Dr MiiMaarjae the problems involved 
in your develop/aent model, and I would l i k e to present a 
short coinment using the usual symbols for the ecorioraic 
var iahles and yoiir syrtfools for the co -e f f i c i en t s . 

: Y nat ional income = G + I (1) 
0 consumption 
M Investment in machines for 

consumer goods indus t r i e s 
E investment in equipment for 

investment goods i n d u s t r i e s 
1 t o t a l investment = M + E 

Variables 

Equations Apart from the two already mentioned 
there are two teclinical equations, 

é = p^ M 
i = 3i E 
There has to be one more equation 
between the 5 variables for which you 
chose an equation M = X I 
and I am inclined to 
choose I = aY 

(2) 

(3) 

(k) 

(5) 

(5') 
I think we can agree on assuming the two p's 

to be constants; my preference v̂ ould be in addition to 
assiime a to be constant, representing the saving ratio 
of the country v/hereas you seem to prefer to introduce 
X as a constant which implies that a would not be a 
cSnstant, My difficulty may be formulated in this way that 
I do not see any economic meaning in X„ whereas the 
meaning of a is clear to me, as there has been observed 
a constancy in a over averages of business cycles which 
would make it an easy starting point for analysis. It 
is true,however, that this constancy need not prevail 
in the future, espeéially if we may hope for important 
capital iiaports. Even in this latter case, however, I do 
not see any reason to consider X to be constant, I do 
see, however, the desirability or investigating alternative 
developments which may be conceivable by changing certain 
instruments of economic policye In such a case I prefer 
tot specify and define beforehand what instruments of 
economic policy would have to be considered. 

Yoiirs very sincerely, 
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en* öBii ï no^td-^I a-ov^ivsiq •'̂ m ii i uc% o* scf-oiv/ I öA 
b^ylovaï a/T©Itfoiq sxU aéfejTSSSwM iG il^iw gnieaifoelJb I e etu-aselci 

J3 ;3".a9asaq oJ s l i l ÓLÜOW I Êrua (JISÊOKI i-xiamqoXevaf) ODO'-J n i 

in 

(s) 
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ï + o = aïüoonl iBaoïiBa Y 
aol&qwaaoo O 

anMoBtïi a l taara* asvr t i M 
., ^isbnï aboo-g ^siatranoo 
l o l d-nefftgijj-ps n l JnamcfasvitJ: E 

- . - = tia&mtc _ Lüioi^ I 

M ^Q = ê 

noiJBjjpe siüffl sao acf o* asrl siaxiT 
JJOY: iioxxlw i".ol esIcfBi-isv g edi a&ew*8cf 

I. ^ = M froi:}'öJjps a s saorio 
oi b&aïloal tsm I bas 

"•'"JO = I BBOOdO 

asIdBlifiV 

anolJ'.^/joS 

ö ' tj 0W3" aiiü^ s:xi;.ru,'eaÊ :io o&i-gB imo sv-? >iix-..i,j x 
o& aoïi'ïbbB ni sa' I)Xifcw eoaBi^leiq^ -̂ sm lai r iB^anoo ad o ï 
QHBI g n i v s a axiJ gn id 'heao iqs ' i «#£ïfi#aaoo Q6 oi » smoaae 
aox/ÈO'ïd'iïl ot tetaici oi : ' >rfw ^ncJ-nx/co Bdi ï o 

B ed" ^ton bluow jo d"Bri;̂  . iTisd-anoo B a s / 
d-axi* IJS?/ alrid- n i boiBluim.o'i ©d T£flfli TjülJtfoilllÊ •\£M •d-nsd'anoo 

&di aB8«ï3£fev ^ fii gnlxisem oimonooe ^ ^ B a s a *oa ob I 

iioixfe/ asXc^iO aasxiiBi/cf ïo aeaB«ï©v« T:avo » n i -^onsd-anoo B 
t l , e |a\;XB0B l o l iaïoq, •gaïf'm&B -̂ saB© o s ; t i ajism bluoxv 
XlBV©r£g t o n fissa -^constaxioo atdi isdi fi9V9vod ^euii aï 

ioBiioqmt l o l agori -^BJU ÖW l i -^sXXBlÖQgee ^^1iJiifï edi at 
OJD Ï ,iev©worf <0aJ8O i9d-.teX aMcf n i navS ,3c}-T:oqfiu: XsJ-lgso 

oX) I «tfïBtaiïOo acf od" / •saBxanoo oJ n o a s s i yfre saa ton 
ertiBn'i&ilB •^liB^t&B&vai Iro ^iCflXicTBiiaaXi edi < ori ^saa 

.ni--'"̂ <-=̂ -- sfiisHsrf© -vjcf alcTBviaonoo acf ^^BUI xioiriv? c v-:..;.! aqoX a va L 
, ï asBo B riowa rt l , '^oiXoq oimorïooa 'ic 8J"n9HttJii"ani 

iu a^tiiemfj-'ïj a n i J-BIIW baBdsno'ïQci BaH^b ba& ^ l i o a q s ioi 
^bo^Qbiecioo Ö^' •:••"• «:vsri ÊXJJOW -^oiXog olmorioos 

,-^l9i90£ïl8 -v;»!®-/ a'iuoY 


