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JOHN BATES 
CLARK (1847-
1938)

John Bates Clark (January 26, 1847 – March 21, 1938) 
was an American neoclassical economist

He was one of the pioneers of the marginalist revolution 
and opponent to the institutionalist school of economics, 
and spent most of his career as professor at Columbia 
University.

Notable works:

The Philosophy of Wealth: Economic Principles Newly 
Formulated (1886).

Capital and Its Earnings (1888).

The Distribution of Wealth: A Theory of Wages, Interest 
and Profits (1899).

Essentials of Economic Theory (1907).

Social Justice without Socialism (1914).



JB CLARK'S 
CONTRIBUTION

Marginal Productivity Theory

• Clark's Marginal Productivity Theory 
proposed that in a competitive market, 
each factor of production (like labor or 
capital) is paid its marginal product, 
which is the additional output produced 
by one more unit of that factor.

• This theory suggests that income 
distribution in a market economy is fair 
because it reflects the contribution of 
each factor to the production process.



Implications for Public Economics:

Justification for Government Intervention:

In cases where markets do not operate perfectly, such as in 
monopolies or situations with externalities, Clark's theory 
indirectly justifies government intervention to correct these 
failures and ensure efficient and equitable outcomes.

Income Redistribution

Clark's focus on the distribution of income according to 
marginal productivity has implications for tax policy and 
redistribution. Public economics uses these foundational 
ideas to argue for progressive taxation and social safety nets 
to address inequalities that arise not from differences in 
productivity but from structural factors or market failures.



Ethical Considerations and Social Justice

Clark was notable for incorporating ethical considerations into
economic thought, arguing that economics could not be
separated from ethical implications. He believed in the
importance of addressing social injustices and saw economic
policy as a tool for improving societal well-being.

Implications for Public Economics:

Redistributive Policies: Clark's ethical perspective supports the 
use of economic policy for redistributive purposes, such as 
through progressive taxation and social welfare programs. This 
aligns with public economics' focus on using fiscal tools to 
address income inequality and provide public goods.

Public Goods and Externalities: His acknowledgment of the 
social aspects of economic activity lends theoretical support to 
the provision of public goods and the internalization of 
externalities, both key concerns in public economics.



Influence on Progressive Era Policies:

Although more of a historical impact, 
Clark's ideas influenced the Progressive 
Era's economic policies in the early 20th 
century. His work supported arguments for 
progressive taxation and the regulation of 
monopolies, which are central themes in 
public economics. By advocating for 
economic policies that aimed at a more 
equitable distribution of wealth, Clark 
indirectly contributed to the development 
of public economics through his influence 
on policy debates and reforms.



Harold Martin 
Groves ( 1897-
1969)

•Groves was born on October 3, 1897, in Lodi,
Wisconsin. He attended the University of Wisconsin-
Madison and Harvard Law School.

•From 1927 to 1968, he was a member of the faculty of
the University of Wisconsin–Madison.

•Harold M. Groves was a significant figure in the
development of public economics, particularly in the
United States, during the 20th century.

• His contributions are most notably in the areas of tax
policy and fiscal federalism. Groves was not just an
academic; he played a practical role in shaping tax
policy and legislation, blending theoretical insights with
actionable policy recommendations.



Harold M. 
Groves's 
contributions

1. Theory and Practice of Taxation:

Groves is well-known for his work on the principles and practice of
taxation.

He advocated for a tax system that is equitable, efficient, and
capable of generating sufficient revenue without distorting
economic decisions unduly.

His contributions in this area helped lay the foundation for modern
tax theory, influencing both academic thought and practical tax
policy design.

2. Sales Tax Innovation:

One of Groves' notable practical contributions was his involvement
in the development and implementation of the sales tax in the
United States.

This innovation not only provided a model for other states but also
contributed to the discussion and analysis of consumption-based
taxation, which has remained a central topic in public economics.



3. Fiscal Federalism:

Groves also made significant contributions to the understanding 
and development of fiscal federalism—the principles guiding the 
financial relations between different levels of government (federal, 
state, and local).

His work in this area addressed the allocation of fiscal 
responsibilities and the distribution of resources across different 
government layers, ensuring efficiency and equity in public service 
provision and taxation.

4. Public Administration and Fiscal Policy:

Beyond his theoretical work, Groves was deeply involved in public 
administration and the practical implementation of fiscal policy. 

He served on various committees and commissions tasked with 
reforming tax systems and improving public administration, 
applying his academic expertise to solve real-world problems. 

This aspect of his work highlights the bridge between academic 
economic theories and their application in policy-making and 
government administration.



Richard Layard, 
Baron Layard 
(1934)

Peter Richard Grenville Layard, Baron
Layard (born 15 March 1934) is a British
labor economist, program director of
the Centre for Economic Performance at
the London School of Economics, and co-
editor of the World Happiness Report.

Layard was Senior Research Officer for
the Robbins Committee on Higher
Education.

His work on mental health, including
publishing The Depression Report in 2006,
led to the establishment of the Improving
Access to Psychological Therapy(IAPT)
program in England.



Contributions to 
Public 
Economics:

•1. Economics of Happiness:

•Layard's seminal contribution to public economics is
his pioneering work in the economics of happiness.

• He argues that economic progress should be
assessed not just by traditional measures like GDP but
also by the impact on human happiness and well-
being.

• This has profound implications for public economics,
suggesting that policies should be evaluated based on
their ability to increase happiness.

• His book "Happiness: Lessons from a New Science"
has been influential in pushing this agenda forward,
advocating for a shift in how economic success is
measured and pursued.



2. Policy Implications:

Layard's research has led to several policy 
recommendations aimed at increasing societal well-
being. These include:

Mental Health: Advocating for increased investment in 
mental health services, Layard has argued that this is 
one of the most cost-effective ways to improve overall 
happiness in society.

Education and Skills: Highlighting the role of education 
not just in economic outcomes but also in personal well-
being.

Income Distribution: Emphasizing the diminishing 
returns of income on happiness, Layard has pointed out 
the importance of more equitable income distribution in 
promoting societal well-being.



3. Influence on Public Policy:

Layard's work has directly influenced public policy, 
particularly in the United Kingdom. His advocacy for 
greater attention to mental health has contributed to 
policy changes and increased funding for mental health 
services. 

Moreover, the happiness index and well-being 
measurements are increasingly considered in policy 
analysis, reflecting his influence.

4. Labor Economics:

Before his work on happiness economics, Layard made 
significant contributions to labor economics, particularly 
in the context of unemployment and inflation.

His work on the micro foundations of the Phillips curve 
and the role of happiness in labor markets has informed 
economic policy regarding employment and welfare.




