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The recognition of a scholar’s great-
ness doesn’t always come within his
lifetime. 1t may take decades or even
centuries before a person’s contribution
can ba accepted—possibly because a
tield has not yet reached a point where
a truly original contribution can be as-

similated, possibly because the new

work is too disturbing to the guardians
of existing doctrines and methods.

Such was almost the fate of Prof.
Oskar Morgenstern, who is most widely
known as the co-author, with the late
John von Neumann, of “Theery of
Games and Economic Behavior,” a
book with truly revolutionary implica-
tions for economics and the other so-
cial sciences, :

For many years Professor Morgen-
stern’s contribution was overlboked be-
cause he had been regarded as the jun-
ior partner to one of the 20th century’s
greatest and most beloved geniuses,
“Johnny” von Neurnann, whose work
ranged from pure mathematics to nu-
clear physics to computer science to
chemical engineering to whatever other
problem anyone wanted solved.

Happily, however, recognition of the
vide-ranging and profound impact of
ths work of Professor Morgenstern,
who celebrateg¢ his 75th birthday last
month, has suddenly flowered, The He-
brew University in Jerusalem has just
announced that it is establishing a Mor-

" genstern-von Neumann Research Fund

for Mathematical Economics and Game
Theory, and named Professor Morgen-
stern an honorary fellow.

New York Upiversity has also just
announced Ythat it is ‘establishing an
Oskar Morgenstern Research Professor-
ship, with Professor Morgenstern as the
first occupant of the chair, He also re-
ceived honorary degrees recently from
the University of Basel on its 500th
anniversary and the University of Vien-
Na on its 600th anniversary.

President John Sawhill of N.Y.U, the
former Federal Energy Administrator,
taid the Morgenstern chair would not
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orly reflect Professor Morgenstern's in-
terest in game theory but also would
be “the nucleus of a thrust to increase
the zccuracy of measurement of eco-
nomic statistics and of an accompany-
ing effort to introduce people of other
disciplines o the development and ap-

plication of economic theory to real
probiems.”

What lies at the heart of Professor
Morgenstern's work is the recognition
that sconomics, although a science of
society and humanity, has modeled ity
mechanics on the physical sciences.
Econgmics needs to develop models
that truly reflect human hehavior and
to develop data that more tc_cu-rate'iy

. measure decision-making facters.

Achieving such a deep-going refor-
mation of economics is one fundamen-
tal aim of Drs, Morgenstern and von
Neumann's work on game theory, al-
though game theory can be applied
wherever the essence of a problem is
that a decision maker is not in com~
plete control-of all the variables that
affect the outcome. ] ,

Game theory recognizes that in the
vast majority of human actions the
decision-maker faces one or mors othér
decision-makers who- ¢an either com-
pete with or cooperats with him. In
addition, all confront the uncertainties
of nature. : ,

The coilaboration of Dr. von Neu-
mann and Profsssor Morgsnstern was
no pure accident, although it had
chance elements, I 1928 Dr. von Neu-
mann published a 25-page paper, “To-
ward a Theory of Games,” in a Germap
jourral, But in the same year, Professor
Morgenstern had published, in Vienns,
hig first book on business forecasting.—
a book clearly moving toward game
theory. . :

Professor Morgenstern showed {n his
forecasting book that the economic
decision maker was confrontad with
two kinds of variables —"dead” and
“alive” in kis view, The dead varizbles
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do not reflect declsions by other eco-
nornle actors; the live variables deo.

One of ths most famous examples
of the intaraction of competlng actors’
dealing with “live” variables was pub-
lished by Drs, von Neumann and Mot.
genstern In their collaborative work of
1844, "“Theory of Games and Economic
Behavior,” It {s an analysis of Sir Ar-
thur Cotian Doyle's tale of how Sher-
dock Holmes, seeking to escape Profes-
¥or Moriarty, who has the power to
kill him, flees to Watetloo Station in

‘London and leaps aboard = train to

Dover, to try to get to the Continent,

A4 hls train is pulling out of Waterloo
Station, Hoimes sees Moriarty on the
platform, and Moriarty »s¢es him.
Holmes koows that Morlarty s rich
enou%h to hire a fast train to pursue
and beat him to Dover—indeed, this
is what Moriarty doss,

But there |8 & stop at Canterbury
et routs to Dover, Should Halmes get
o' at Canterbury to escape Moriarty?
But will Moriarty not guesa that
Holmes will do this and do the same?
Wilt Holmea, thinking that Moriarty
will think he knows what Holmes is
thinking, not get off at Canterbury too,
g0 Holmes ought to go on to Dover?

Drs. von Neumann and Morgenstern
demonstrated that all this he-thinks-I-
think-he-thinks kind of reasoning was
a waste of time. Instead, they formulat-
ed the problem mathematically, in
ferms of a matrix, with specific pay-
offs, and showed the optimal sirategy
by which Holmes probably mighe es-
cape Moriarty. (Arthur Cenan Doyle
h!mselt chose the right answer: Holmes
should get off at Canterbury, and Mori-
arty was more likely to go on to Dover
in order to keep Hoilmes bottled up
in England. However, Doyle exapgerat-
ed the definiteness of the solution.}

Profzssor Morgenstern first used the
Holmes left Waterloo Station, he was
book on economic forecasting, and
Professor von Neumanh first proved,
in his 1928 paper, the ‘“minimax
‘heorem,” which demonstrates how
Sherlock Holmes (or eny other decision
maikcr) could minimize his maximum
risk,

The minimax strategy could not
guarantee that Holmes would escape.
Ax Professor Morgenstern put it, when
Halmes left Waterlop Station he was
“already 48 percent dead”

Game theory can be applied to en
[rnfinite number of cases in business,
nuclear arme negotiations, war, medi-
cal practice and other fields. Professor
Morgenstern has put iame theory, and
other mathematical theories, to work
ina Eraclica,l way thtough the com-
pany he founded and cailed Mathemat-
ica inc., based in Princeton, N.J., where
he lives with his wile, Dorothy, and
dsughter. Karin, 17. His son Carl, 26,
is A mathematiclan at the University of
Cuolorado,

Mathematica Inc. has werked on
various studies [or a variety of govern-

menta] and corporate customers, In.
¢luding the epace shuitles snorgy, stats

fotteries, health sconomics, unemploy-

ment and manpower programi, income
maintenance, the New Jersey negative
incoms tax, nuclear disermament and
national-defensse strategy.

Professor Morgenstern presents &
retnatkable combination of quaiities—
vauiting imagination and enrth%( practi-
cality, an austerity that some find for-
bidding combined with a charm that
can be irresistible. E

Professor Morgenstern's wife, Doro-
thy, whom he met in 1948 when she
was pushing doorbells. In Princeton to
taise money for United World Federal-
ists, thinks the explanation for his curi-
ous blend of pride and humility js that
he js the son of an lliegitimate daughter
of Emperor Frederick III of Germany,
the father of Kaiser Wilheim,

Professor Morgenstern suggests that
it his grandfather Frederick, a liberal
who surrounded himself with scholars
and artiste, had lived, there might have
been no World War I But Frederick
111 reigned only 100 days, and died of
throat cancer.

‘the Emperor made & saubstantial
financial settiement upen the mother
of his illegitimate chitd—she was the
daughter of the man in charge of the
impetial gardens, She then married the
Mayor of Mefferstorf-Wicgendstal, a
town in Silesia, Germany. But Profes-
&or Morgenatern’s father was a T
businessmen and lost most of the fam-
ily fortune in various business ven-

tures,

He teok his family to Vienna, where
he went to work for an importer of
coffee &nd tea, Julius Meinl, a daring
and imaginative businessman who as-
tounded Vienna by marrying a Japa-
nesa damcer named Michiko and stag-
ing a musical gala for her at the Opera
House. He also befriended young Oskar
Morgenstern and encouraged him to be-
come a scholar, He started In the natu-
ral sciences.

Economists tend to be the children
of bad economic times and Oskar Mor-
genstern I8 no exception, The post-
World War I inflation and chaos in
Austria drew him into economics, But
it almost wiped him out—from starva-
tion. He was rescued by the food mis-
sion of Herbert Hoover and the Quak-
ers, who sent him to the United States.

His scholarly life oscillated between
Austeia and the United States until the
Nazis took over Vienna in March 1938,

The Nezis immediately branded Dr.
Morgenstern, by then a professor at
the University of Vienna, as "politically
unbearabte” and dismissed him from
the university.

Fortunately, he had Jast left for a
visit to America, invited by the Carne-
gie Endowment for International Peace,
and became an Amertican citizen. Thus,
it was the Nazi conquest of Austria
that brought Professor Morgenstern to-
pelthar with John ven Neumann in
Princeton, N.J. Dr. von Neumanp was
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already there at the Institute for Ad-
vanced Studies, and Dr. Morgenstern
was offered a three-year appointmens
by Princeton Universily.

Neither ke nor Dr. von Neumann
could ever remember how or when they
first met, but remembered only theic
second meeting. It took place at the
Nassau Club, where Professor Morgen-
stern gaveé a talk on business cycles
on Feb, 1, 1839, De. von Neumann came
to hear him and invited him to tea
with Nieis Bohr, the physicist, that
afternoon.

They taiked for hours about games
and experiments. The Morgenstern-von
Neumann conversation never really
ceased until Dr, von Neumann died on
Feb. 8, 1957.

Professor Morgenstern's work has by
no means been limited to pamie theory.
He has investigated the accuracy-—-or
rather the inaccuracy--of economic ob-
servations. For instance, he showed
that the errors in specifying data ahout
the gross naticnal product were large

When Holmes fled Moriarty,
he was ‘already 48% dead,’

Morgenstern showed.

enough to Invalidate most of the pur-
poses for which economists use tha
data.

He has subjected existing economic
theories of demand, capital, competi-
tion and much else to withering criti-
cism. He has reconstructed the concept
of utility—the values people put on
particular goeds, services or events—as
the central concept of economics, much
4s power is the central concept of po-
litical science. He showed how utility
could be made numerieal and thereby
usable in the analysis of a host of eco-
nomic and strategic probiems.

His essay, “Thirlesn’ Critica] Points
in Economic Theory," documents his
and Dy, von Neumann's belief that cen-
turies from now schotars will Jook back
at the existing state of economic
knowlerdge and repard it as laughable,
Obviously, this view does not endear
Professor Morgenstemn to many of the
other lcaders of the economics profes-
sion today.

His Jatest book, published In 1976,

is called “Mathematlcal Theory of Ex-
panding and Contracting Econemiles,”
which he wrote with Prof. Geraid L.
Thompson of Camnegie-Mellon Universi-
ty.
It Is & complete development of an
idea fut forth by Dr. von Neumann
in 1932; his idea was to show that the
rate of expansicp of a closed economic
system would be equal to the "interest
factor,” that is, to the real interest rate.
* This result was obtalned from several
assumptions, such as that goods are
produced from other goods, that goods
nroduced in excess will have zero price
and that processes that are unprofita-
ble will be abandoned.

This theory probably is ahead of its
me.

Professor Morgenstern turhed Dr. von
Neumann's growth theory around and
made it Inio a theory for contraction
of econemies as well. He demonstrated
how it might be applied ir a world
of tightly constrained or shrinking re-
sources in order 1o minimize the eco-
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nomic disruption and hardship of con.
{raclion, or, &8 he calied it, “compres-
sion.”

Professor Morgenstern’s style is o
hold nothing back, to develop an argu-
ment wherever logic takes if, with each
element firmly and clearly in place, no
matter how compicx and enormaus the
development may be. But it s all
cartied forward with zest, lightness
and purity.

In this he has a Mozarlean {lalz,
When Mozart's opera, “The Abduction
From the Seraglio," wag first produced
in Vienna, Entperor Josef 1I said to the
composer, “My dear Mozart, your
music wauld be very fine if there wera
nlnoits'PCh a monstrous number of netes

Mozart rteplied: "Not a note oo
many, Sire.”

Oskar Morgenstern, too, has tred to
spell out exactly the mathematics of
reason and life, and the learned world
has begun to recognize his achieve-
ment.



