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“Why does technological change occur in some societies

and not in others?

Statements such as “necessity is the mother of invention”

are clearly nonsense in this context.

Human appetites being what they are, necessity is always

there; the ability to satisfy it is not.”
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Econ Theory (2012) 50:489-497
DOI 10.1007/s00199-010-0564-8

RESEARCH ARTICLE

The tax-foundation theory of fiat money

Dror Goldberg

rVo = p(1 —m)yIly max wo{u(@®) —q* + [T (—q*) + (1 — T)(—P)]}

X
+ D bi maxwi[—g; + (1 = O)(Vi = Vo), (3)

i=1
rV; = —ic + p(1 — m) max{Ig[u(Qx) + Vi—x — Vil}i,, fori=1,2,...,X.
(4)
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"A prince who should enact
that a certain proportion of his
taxes should be paid in a
paper money of a certain kind
might thereby give a certain

value to this paper money"
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Understanding Monetary Creativity: Other Supply-Side Factors

Innovation requires abilities and attitudes not found in every per-
son or society. Joel Mokyr’s classic book The Lever of Riches: Tech-
nological Creativity and Economic Progress has a key chapter follow-
ing the chronology, titled “Understanding Technological Progress™; it
provides a long list of factors that may explain why some societies in-
novate technologically more than others.? This section aims to do the
same, mostly by applying Mokyr’s list to a century of American mone-
tary innovation.?

3. It was my great fortune that Mokyr read and commented on an early ver-
sion of this chapter. I exempt him from any responsibility for my remaining
errors.
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Samuel Sewall
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