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Money in a Sequence Economy: A Correction

ROSS M. STARR
University of California, Davis

In Starrett’s [1] elegant and important study, there is an oversight in the statement of
Lemma 1 (p. 446). The sense of the inequality in equation (23) and the definition of the
interest factor S” are incorrect as printed. An alternative correct formulation of the Lemma
is:
Lemma 1 (corrected). The problem (19) is equivalent to
(xy, yr) maximizes U" ...(22)
subject to non-negativity of c,, x, yy, and subject to

> Su(g”yy—p*xy) <0, ...(23) (corrected)
where v
Su,=T1r=x 1/, for n an arbitrary base date (n < b(h)—1).

The original statement in Starrett [1] differs in the sense of the inequality and by
defining S7, as [[¥~, S". The proof follows as outlined in Starrett [1] with a change in
multiplicative constant: “(23) is obtained from (17), (18) by substituting recursively for the
dy in (17) using (18) and multiplying by a constant: []/®.' 1/S". The rest of the proof
is identical.

The new definition of S% is formally very similar to Starrett’s and represents what the
term was intended to convey. S}, (corrected) = S*/S%, (original). Theorems 2 and 3 follow
as before.

First version received November 1976; final version accepted June 1977 (Eds.).

Notation and the numbering of equations are taken from Starrett [1]. 1 am indebted to Rhonda
Price for assistance in research and to David Starrett for a helpful conversation. Errors are my
responsibility.
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