Accelerationism, 82-84
Aggregate demand. See Unemploy-
ment, and aggregate demand policies
AID (Agency for International
Development), 590
Antitrust policy, 637
Asset markets, and interest rates,
102-105
Auction markets, 79, 85, 110-111, 131,
138
in absence of auctioneer, 86-87, 123
and customer-auction economy during
inflation, 97-106, 112-113
efficiency of, 122-123
and implicit contracts, 123124
and product standardization, 138139

Balance of payments
formulation of policy on, 590
in 1960s, 228-230
and price stability, 8-9

Balance of Payments Cabinet

Committee, 589590

Balance sheets
and fiscal policy, 256-257
and inflation, 12-14
and monetary and debt policy,

255-258, 380

Barter, 106

Bonds

cost of living escalated, 40—41
interest rates on, 260-268, 270-273,
275-277, 279-283, 286-288
and monetary policy, 289-290
Budget, federal. See Federal budget
Budget Bureau, 587-589
Business cycles, 131-132, 425-426
and cyclical stabilization, 499
and misperceptions, 133-134, 135-138
postwar, 496—497
turning point predictors of (see
Forecasts)

Cabinet Committee on Price Stability,
590-591 N
Capital, access to, 602-603, 617-618
Capitalist economy
and democracy, 595, 598, 603-605,
625-629, 632, 638
description of, 595-605, 613-614
ethical considerations in, 599-604,
616, 638640
government’s role in, 633-635,
640-641
Career labor markets, 90-97, 112
Chronic inflation. See Inflation,
chronic
Competitive efficiency, 243, 635-638.
See also Efficiency
Construction, residential, 486—487, 561
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Consumer demand, and personal tax
surcharge 1968-1970, 338-374
Consumer groups, 604, 642
Consumer price index, 3—4
Consumption
in 1974 recession, 482, 484—485
permanent income hypothesis of,
345-348
and personal tax surcharge, 341-371
and Revenue Act of 1964, 407408,
410-411, 413-416, 419, 436
of windfall income, 346-348
Corporate profits. See Profits
Cost of living adjustment, 40-42
indexation as, 108-110, 128
Council of Economic Advisers,
579-580, 584-585, 587589
in 1960s, 223224, 225, 227-231,
233-234
Customer markets, 85-90, 106-107,
112
and auction-customer economy during
inflation, 97-106, 112-113
Cycles. See Business cycles

Debt management
Federal Reserve policy on, 255-258
in fiscal policy, 256
and interest rates, 260-268, 270273,
275-277, 279-283, 286288
Treasury policy on, 255-258
Democracy. See also Equality
and capitalist economy, 595, 598,
603-605, 625-629, 632, 638
preference for equality in, 608—-610
Department of Agriculture, 590
Department of Commerce, 590
Department of Defense, 590
Department of State, 590
Depression, 427, 503
Discrimination in employment, 602,
618-619
Disposable income. See Personal
disposable income
Dollar
alternative to, 108
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convertibility with gold, 228-230
valuation of, 111
as yardstick, 5657, 108, 502

Econometric forecasts, 522, 562-568,
570-574
Econometric models
choice of the last known quarter in,
369-371
coefficient of effectiveness statistic in,
368-369
in forecasts, 522, 562568, 570-574
Klein-Goldberger model of, 522
of personal tax surcharge, 352355,
358-359, 361-366
Economic expansion, 424-425
in 1940-1960, 431, 499
in 1960s, 431, 433-447
Economic slowdown, inflation cured
by, 20-27
Education, access to, 603, 616—617
Efficiency, 596, 599, 602, 604
competitive, 243, 635-638
and costs of achieving equality, 614,
615
government’s role in, 634-635,
640-644
and inequality, 617-619
Efficient markets theory, 122-123, 139
Election campaign financing, 603-604
Employment. See also Unemployment
of blacks, 166-167, 602
and career labor markets, 90-97, 112
and demographic shifts in high
pressure economy, 193, 195, 198-200
discrimination in, 602, 618-619
federal policies on in 1960s, 221-231,
233-234
full, 35, 54, 145-146
and inflation, 53
and layoffs, 137
in 1960s, 221231, 233-234, 438-439,
445-446
and potential output, 148—158
and prices and wages, effect on, 6,
22-23
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and productivity bonus, 174-176
and quits, 137
structural deterioration in (see
Unemployment)
of teenagers, 165-167, 172
in two tier labor market, 201-208,
210-216
and upward mobility in high pressure
economy, 172, 178-181, 186-189,
192-193, 195, 198-210
of women, 164, 172, 602
Employment Act of 1946, 584
Equal rights, 595-605. See also
Democracy
costs of achieving, 613-617
and inefficient inequality, 617-619
preference for, 607-613, 616
Ethics and capitalism, 599-604, 616,
638-640
Exchange rates, pegged, 463

Federal budget, 5-6, 15, 591
balancing in 1960s, 222-224, 436, 453
and full employment surplus (see Full

employment surplus)
in recessionary periods, 498
stabilization policies implemented by,
430
surplus or deficit in, 304, 305

Federal debt

and interest rates, 260-268, 270-273,
275-277, 279-283, 286-288
and monetary policy, 289-290
Federal policy, 428, 430
budget used to implement, 430
and cost raising, 57-58, 60
and efficiency, 634-635, 640-644
ethical considerations in, 595, 616,
638-640

and fiscal policy (see Fiscal policy)

formulation of, 584—-591

and inflationary expectations, 37-41,
46-47

and manpower programs, 208-210,
233-234, 240-243

and monetary policy (see Monetary

Index

policy)
in 1950s, 430-431, 497
in 1960s, 221-231, 233-234, 431, 433
in 1969-1971, 27-33, 450-452,
457-466
president’s role in formulating,
577-582, 584, 586587
and prices, 27-33
for stagflation, 50, 58-62
and unemployment, 159-170
and wage-price guideposts, 64—66,
244-247 v
and wage-price policy 1969-1971,
457-458, 463—466
Federal Reserve, 395, 589
monetary and debt policy of, 255-258
in 1960s, 440—444, 498
in 1969-1971, 454456
in 1969-1974, 477-479
Firms
and career labor markets, 90-97
and customer-supplier relationship,
87-90
and demographic shifts in high
pressure economy, 193, 195, 198-200
and implicit contracts theory, 120-124
investment intentions of, 553-561
as price makers, 86—87
as price takers, 139
and profits (see Profits)
and quantity takers, 8687
and tax based incomes policy, 69-75
wage and price controls by, 15, 17,
52-53
Fiscal policy, 63-64, 111-112, 375-378,
467
activist, 396-399
and balance sheets, effect on, 256257
and “credible surplus,” 453
vs. debt management distinguished,
256
evaluation of, 390-393
and forecasting, 389-390, 393
formulation of, 587-589
and full employment surplus,
306-308, 331, 333, 335, 386-389
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Fiscal policy (cont.)
and implicit contracts, 126—127
and inflation, 5-6, 17, 21
and interest rates, 256
and monetary policy, 440, 443,
498-499
in 1960s, 440442, 444445
in 1969-1971, 452-454, 466-467
and nominal GNP, 500
in recessionary periods, 498
restraining action of, 385-386
side effects of, 377
in stabilization policy, 382—389
for stagflation, 50, 59-62
stimulative action of, 376-377,
385-386, 389, 440
and timing of initiatives, 386
and unemployment, 159-170
Fixprice, 132, 139-140
Forecasts .
accuracy of, 525-526, 528, 545, 551,
556
business failures indicator used in,
542
and cyclical turning point predictors,
525-551
diffusion index used in, 542
and durations of past cycle phases,
528-529, 534
econometric, 522, 562568, 570-574
evaluation of, 523, 525
in fiscal and monetary policy,
389-390, 393
forecast month scoring in, 548,
549-551
income expenditure method of, 508
of inflation, 500—501
of inventory expectations, 560
of investment intentions, 553-561
judgmental, 562, 566—568, 569-570
leading indicators used in, 534-535,
537, 542, 545, 548, 549, 550
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in, 529, 534, 542, 548
naive model used in, 528-529, 542,
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545, 548, 549

in 1955, 510-514

in 1956, 514, 516-518

in 1957, 518, 520-522

in 1971, 458-459

in 1974 recession, 489

premature signals in, 545, 548-550

of residential construction, 561

of sales expectations 554-556,
557-558

turning point, 525-551

Full employment surplus, 386389,

452-453

defined, 305

fiscal impact of, 331, 333, 335

in 1955-1969, 327, 331

and output, 315-316, 320-322

in price adjustments, 315-321

quantification of, 308-310

and taxation, 333, 335

timing in, 313-315

and unemployment, 321-322

and uses of, 305-308

weighting components of, 310-313

Gold, and convertibility with dollar,
228-230
Government debt. See Federal debt
Government policy. See Federal policy
Gross national product (GNP)
deflator of, 3—4, 308
forecasts of (see Forecasts)
nominal, 62, 500
and postwar economic activity, 499
potential, 54-55, 145-158
and unemployment, 7
Growth oriented policies, 381
Guideposts. See Wage-price guide-
posts; Wages, guideposts for

High pressure economy, 171 See also
Upward mobility
demographic shifts in, 193, 195,
198-200
productivity in, 174-178
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skill and wage differentials in, 173
upward mobility in, 172, 178-181,
186-189, 192-193, 195, 198-210

Implicit contracts, 120-130, 139-141.
See also Prices; Wages
Income inequality, 595-605, 610, 617,
619
Income redistribution, 614—615, 628
Income tax. See Taxation
Indexation, 108-110, 128
Inflation, 3-6, 79-84
and balance sheets, 12—-14
chronic, 79, 84, 119-120, 500-502
and cost raising policies, 57-58
cures for, 6-7, 15, 17-18, 20-27

in customer-auction economy, 97-106,

112-113
defined, 3-5
and employment, 6, 53
expectations of (see Inflationary
expectations)
and fiscal policy, 5-6, 15, 17, 21,
forecasts of, 500-501
vs. gradual disinflation, 7-8, 19-20
hedges against, 56, 502
and implicit contracts, 124-130
and “inflation backlash,” 58
and interest rates, 58
and monetary policy, 5-6, 15, 17, 21
in 1960-1980, 500-502
in 1970s, 471-472
and output, 6, 53
and poverty, 19
and prices, 15
and real income, 6, 9-12
and recession, 20-21
and retirement benefits, 9-10
and saving, 13, 21
social costs of, 36-37, 41
and spending, 21-22, 53-54
and stagflation (see Stagflation)
steady, 40, 108
and unemployment, 24-25, 35-36
and unemployment in 1940-1960,
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224-225
and unemployment in 1960s, 225-228,
230-231, 233-234
and unemployment in 1970s, 234-240
variable rates of, 42-46
and Vietnam War, 51
vulnerability to, 503
and wages, 95-96
Inflationary expectations, 23-24
and federal policy, 37-41, 46-47
and personal tax surcharge, 344
Information costs, 84
in customers markets, 87, 106
and misperceptions, 133-134
in Walrasian model, 133
Interest rates
and asset markets, 102-105
on federal debt, 260-268, 270-273,
275-277, 279-283, 286-288,
476-479
and fiscal policy, 256
and inflation, 58
and monetary policy, 258, 289-290,
380, 395
in 1969-1971, 455-456
in 1974 recession, 487, 491
on private assets, 283, 285-286
Inventory, 137
expectations of, 560
and full employment surplus, 324
in 1970s, 472, 487-488, 491
overbuilding of, 427
and Revenue Act of 1964, 417—-418
Investment
intentions, surveys of, 553561
in 1960s, 434
in 1974 recession, 487-488, 491
and Revenue Act of 1964, 416-420,
436
Invisible handshake, 119-130

Keynesian inflation theory, 79-81

Keynesian model of short run income
determination, 253-255

Korean War, financing of, 497
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Labor. See Employment; Labor
unions; Unemployment
Labor unions
and tax based incomes policy, 70-71
wage and price controls by, 15, 17,
52-53
Leaky bucket. See Efficiency, and costs
of achieving equality
Legal services, access to, 603, 604
Lobbying groups, 604

Macroeconomics, 131-132
and postwar economic activity,
496-503
Manpower programs, 208-210,
233-234, 240-243
Market clearing, 84, 133, 138-139
Microeconomics, 131-133
Misperceptions. See Rational
expectations with misperceptions
Models, in policy formulation, 562-574
Monetary policy, 63-64, 375378, 468,
471
activist, 396-399
aggregative, 159170, 395-396
and balance of payments, 381
and balance sheets, 380
and Federal Reserve (see Federal
Reserve)
financial dislocation caused by,
380-381
and fiscal policy, 440, 443, 498—499
in forecasting, 389-390, 393
and full employment surplus, 307
for growth, 381
and implicit contracts, 126-127
and inflation, 5-6, 17, 21
and interest rates, 258, 289-290, 380,
395
in Keynesian theory, 253-255
in 1950-1970, 440445, 497
in 1969-1971, 454—-457, 468
and nominal GNP, 500
and output, 377-380
in recessionary periods, 498
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recommendations for, 476—480

restraining action of, 394-395

side effects of, 377382

in stabilization policy, 382, 393-394

for stagflation, 50, 59-62

stimulative action of, 375-376, 381,
394-395, 442-443, 445

and the Treasury (see Treasury)

Monopoly, 637

National economic policy, formulation
of, 584-591

National goals, conflicting, 221-249

Natural law philosophy, 622-623

Oil prices, 479, 637-638
and forecasts during 1974, 490-491,
493
increases in, 474, 476
and price levels, 127-128, 138
“Okun’s law,” 145-158
Output
and cyclical productivity patterns, 137
final demand for, 427
and full employment surplus,
315-316, 320-322
in high pressure economy, 176—178
and inflation, 6, 53
and monetary policy, 377-380
in 1960s, 427, 445
in 1970s, 472
and productivity bonus, 174-176
and unemployment, 54-56, 159
and Vietnam War, 26

Payments, balance of. See Balance of
payments
Pensions. See Retirement benefits
Permanent income hypothesis, 345-348
Personal disposable income
in 1960s, 427
in 1974 recession, 482, 484—-486
and Revenue Act of 1964, 406,
408-411, 413-416, 419
Personal tax surcharge, 366368
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and consumption, 341-371
econometric models of, 352355,
358-359, 361-366
empirical test of effects of, 348-355,
358-359, 361-366
full effect of, 349-351, 355, 358, 359,
361, 362, 363, 364
and inflationary expectations, 344
and permanent income hypothesis,
345-348
and saving, 343-344
statutory basis of, 339-340
zero effect of, 349-351, 358, 359, 361,
362
Phillips curve, 81-82, 132, 163, 206,
500-501
Policymaking institutions and
procedures, 463, 468—469
Council of Economic Advisers (see
Council of Economic Advisers)
and fiscal policy, 466—467 (see also
Fiscal policy)
and forecasting models, 571-573 (see
also Forecasting)
and formulation of national policy,
584-591
government’s role in, 621-623 (see
also Federal policy)
and monetary policy, 468 (see also
Monetary policy)
president’s role in, 577-582, 584,
586-587
Portfolios, 502
multiplicity of assets in, 258-260
short and long securities in, 262
Poverty and antipoverty programs, 19,
601-602
Presidential leadership in policymaking,
577-582, 584, 586587
Price indices, 3—4
Prices, 15, 17-18, 51-53
in customer markets, 86-90
and federal spending, 591
and firms as price makers, 86-87
and firms as price takers, 139
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and fixprice, 132, 139-140
and full employment surplus, 315-321
guideposts for, 64-66, 225-228,
244-247, 439
and implicit contracts, 122-126,
127-130, 139-141
and inflationary expectations, 2324,
46
and labor demand, 22-23
misperceptions of (see Rational
expectations with misperceptions)
in 1960s, 225-228, 438
in 1969-1971, 27-33, 457-458,
463-466
in 1974 recession, 492
and oil (see Oil prices)
and price levels, 127-130
in recessionary periods, 464—465, 492
reduction of, 243-244
stability of (see Price stability)
in stagflation policies, 53
in tax based incomes policy, 61, 74—75
and wages, 94 :
Price stability, 27
and balance of payments, 8-9
and Cabinet Committee on Price
Stability, 590-591
Private property rights, 625-627
Production. See Output
Productive contribution, rewards for,
620-621, 623-625
Productive efficiency. See Efficiency
Productivity, and GNP, 155-158
Product markets, and inplicit
contracts, 121-122
Product standardization, 138—139
Profits, 138 _
and full employment surplus, 323-327
and 1960s, 427
and Revenue Act of 1964, 406
Prosperity expectations, 24
Public policy. See Federal policy

Quantity making, 139
Quantity taking, 87, 139
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Rational expectations with mispercep-
tions, 131, 133-134, 141
and business cycles, 133-134, 135-138
missing information in, 134-135
Real income
and inflation, 6, 9-12
and unemployment, 8
Recession, 424-427
fiscal policy during, 498
and inflation, 20-21
monetary policy during, 498
in 1950s, 427, 431, 433
in 1970s, 472474
in 1974, 482-495
and unemployment, 464
wage-price inflation during, 137-138,
464-465
Residential construction, 486-487, 561
Retirement benefits, 601-602
cost-of-living adjustments to, 40-41
and inflation, 9-10
Revealed preferences, 606-607
Revenue Act of 1964, 408410,
436-437
and consumption, 406, 408, 410411,
413, 414-416, 419, 436
corporate tax in, 410, 419-420, 436
effects of, 405-408, 413, 420, 422
and induced investment, 416-420, 436
and inventory investment, 417418
and personal disposable income, 406,
408-411, 413-416, 419
pure consumption multiplier in,
410-411, 413-416
Revenue and Expenditure Control Act
of 1968, 338-341
Reward TIP. See Tax based incomes

policy (TIP)

Sales expectations, 554-556
Sales tax, 60-61
Saving
and inflation, 13, 21
in 1974 recession, 482, 485
and personal tax surcharge, 343-344
Slowdown, costs of, 7-8
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Social equality. See Equality
Social security benefits. See Retirement
benefits
Special Trade Representative, 590
Stabilization policy, 433, 479, 497
for cyclical stabilization, 499
federal budget used to implement, 430
federal funds rate for, 476477
fiscal actions in, 382—-389
monetary actions in, 382, 393-394
in 1969-1971, 451-452
Stagflation, 50
federal policies for, 50, 53, 58-62
persistence of, 79
Structural deterioration thesis, 163-164
Supply and demand, 86
and monetary policy, 395-396
and unemployment, 159-170
in wage-price policies, 52
Supply shocks, 501
Sustained prosperity, 424449

Taxation
changes in rates of, 348, 384-385
and fiscal stimulation, 440
and full employment surplus, 333, 335
and implicit contracts, 128-130
in 1960s, 435-436, 452
in 1974 recession, 486
and personal tax surcharge (see
Personal tax surcharge)
and price-wage restraint, 61
rates of (temporary and permanent),
348
and Revenue Act of 114 (see Revenue
Act of 1964)
and sales tax, 60-61
and tax cuts, 407
Tax based incomes policy (TIP), 61,
67-75
Tax Reform Act of 1969, 348
Tax surcharge. See Personal tax
surcharge; Taxation, and personal
tax surcharge
TIP. See Tax based incomes policy
Treasury, 587-590
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and interest rates on Treasury bills,
260-268,270-273, 275-277,
279-283, 286-288, 476-479

monetary and debt policy of, 255-258,
289-290

Unemployment, 7, 84, 173-174
and aggregate demand policies,
- 159-170
of blacks, 166, 231
and career labor markets, 112
cushions against, 41
and full employment, 35, 54, 146
and full employment surplus, 321-322
hardcore, 167-169, 231
and inflation, 6, 24-25, 35-36
and insurance benefits, 497
and layoffs and quits, 137
in 1940-1960, 224-225
in 1960s, 225-228, 230-231, 233-234,
428, 436-437
in 1970s, 234-240, 471-472
and output, 54-56, 148-159
and real income, 8
in recessionary periods, 464
reductions in, 173-174
and relative supplies, 165-166
and structural deterioration in labor
markets, 163164, 230-231, 233-234
of teenagers, 231, 233
Upward mobility, in a high-pressure
economy, 171-220

Vietnam War
economic effects of, 2426, 39, 51, 227
financing of, 51

Wage-price guideposts, 63—66
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and career labor markets, 90-97
control of, 15, 17-18, 52-53
cost of living adjustments to, 40-41
determination of, 94-95
differentials in, 137, 172-173
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in 1960s, 225-228, 438
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Walrasian general equilibrium, 106,
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