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MEMORIAL RESOLUTION

PROFESSOR EMERITUS IRVIN MILLMAN GROSSACK

(April 25, 1927 — March 4, 2013)

Professor Irvin Grossack was born in 1927 in the city of New York. After completing his
secondary education at the Bronx High School of Science, he entered the City University of New York
where he received a bachelors degree in economics in 1952. After graduation, he worked as a
research assistant at the National Bureau of Economic Research in New York City (1954), as an
Economic Statistician at the Bureau of the Census in Suitland, Maryland (1955-59) and as a Senior
Economist at C.E.L.R., Inc. in Arlington, Virginia (1959-62). He completed his PhD in economics at
Columbia University in 1962, and in the same year he moved with his young family to Bloomington,
Indiana to join the Department of Business Economics and Public Policy at the Indiana University
School of Business, where he taught until his retirement. On a leave of absence from IU, he spent
three years (1966-68) in New Delhi, India as a Program Economist for the US-AID Mission (1966-68).

Professor Grossack’s research centered in microeconomics and the history of economic
thought. His best work was on industrial organization. Here is a selected sample of his most significant
writing. In the “The Concept and Measurement of Permanent Industrial Organization” (Journal of
Political Economy, 1972, 80:745-760), Grossack argues that the monopoly power of large firms should
be judged by their ability to stop smaller firms from entering the market rather than by static and
backward-looking measures of concentration. Dynamic measures of concentration can be
decomposed into a permanent and transitory components drawing from a similar concept that Milton
Friedman had used to measure one’s income. The permanent component of concentration imbeds
the power of large firms to inhibit entry and the growth of smaller firms.

In “Duopoly, Defensive Strategies, and the Kinked Demand Curve” (Southern Economic
Journal, 1966, 32: 406-416), Professor Grossack starts with the premise that the acceptance of the
famous duopolist model by French philosopher and mathematician Antoine Augustin Cournot (1801—
1877) is on the decline because it is built on the “unrealistic” assumption that each duopolist takes
his rival's level of production as given while ignoring the impact that his own level of production may
have on the rival’s. When this assumption is relaxed, the modified Cournot model produces a large
variety of solutions. For example, a duopolist facing a leader does best in most cases with a defensive
strategy that ensures small cost changes while raising the probability of outliving the leader.
Leadership has no clear antidote against a defensive strategy except becoming much bigger than the
rival.
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In “Asset Rentals and a Theory of the Intermediate-Run Cost Function” (Southern Economic
Journal, 1968, 35: 121-130), Professor Grossack tackles another classic aspect of microeconomics, the
difference between the short-run and the long-run production planning horizon. In the former, one or
more inputs of the production functions are fixed in supply: for example, a single truck used for
transportation. Alternatively, if the firm rents a truck instead of owning it, the short run is defined as
the period during which the quantity of truck services cannot be changed. In the long run, instead, all
inputs can be changed, meaning that owned trucks or rented trucks can be expanded or contracted in
the most flexible manner to suit the firm’s objectives subject to the usual constraints. Professor
Grossack argues that the cost analysis of the firm could benefit from a third planning horizon, the
intermediate run, a period where flexibility of the input quantities is imperfect: that is, inputs are
neither totally fixed nor totally flexible. The existence of a rental market for assets permits the
intermediate case to break down the law of physical diminishing returns before reaching the long run.

In his later years, Professor Grossack became more interested in bridging the gap between
mainstream economists, who use formal modeling with streamlined assumptions, and institutional
economists, who emphasize the role of power, elites, exploitation and regulation without much
formal rigor. In “Institutional and Mainstream Economics: Choice and Power as the Basis for a
Synthesis” (Journal of Economic Issues, 1980, 14: 925-936), Professor Grossack and his co-author
Professor Samuel M. Loescher provide a flexible framework to incorporate various forms of power —
government as well as firm power -- in mainstream economics. Today, mainstream economists have
gone a long way in filling the agenda set out by Professor Grossack.

Professor Grossack was a congenial colleague with a strong allegiance to Indiana University.
He was an accomplished pianist and an inspired performer of George Gershwin’s music. He also
enjoyed bridge and Seinfeld. He was predeceased by his first wife, Maryann Higbee Grossack; his
parents, Mortimer (Murray) and Antoinette (Nettie) Millman Grossack; and a brother, Donald
Grossack. He is survived by his wife, Marcella Keating Grossack, of Bloomington, IN; his son, Marshall
(Gerda) Grossack of Connecticut; his daughter, Victoria Grossack (Johann Rafelski) of Switzerland; and
his daughter, Mara Grossack of Bedford. He leaves behind four grandchildren and eight step-
grandchildren.
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