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“The discussion has been carried on, so far on the basis of
change in aggregate investment which has been foreseen suffi-
ciently in advance for the consumption industries to advance pari
passu with the capital goods industries without more disturb-
ance to the price of -consumption goods than is consequential,

in conditions of decreasing returns, on an increase in the guantity
which is produced.

~In general, however, we have to take account of the ‘case
where the initiative comes from an increase in the output of the
capital goods industries which was not fully foreseen. It is
obvious that an initiative of this description only produces its full
effect on employment over a period of time. I have found, however,
in discussion that this obvious fact often gives rise to some confu-
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~ton between the logical theory of the multiplier, which holds
good continuously, without time lag, at all moments of time,
and the consequences of an expansion in the capital goods
mdustries which take gradual effect, subject to time lag and

only after on interval”, '
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“Thus an expansion in the capital goods industries causes a
series of increments in aggregate investment occwring in succes-
sive periods over an interval of time, and a series of values of the
marginal propensily to consume in these successive periods which

differ both from what the values would have been if the expansion
had been foreseen and from what they will be when the community

has settled down to a new steady level of aggregate investment.
But in every interval of time the theory of the multiplier holds
good in the sense that the increment of aggregate demand is equal
to the product of the increment of aggregate investment and the
multiplier as determined by the marginal propensity to consume, !
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1) Op. cit., pp. 122-3.

(1) ©Op. cit, 123
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“Thus whilst the multiplier is larger in a poor community, the

effect on employment of fluctuations in investment will he much
greater in a whealthy community, assuming that in the latter
investment represents a much larger proportion of current out-
put.” @
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