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@ G. von Haberler, The Theory of International Trade, Part 1, The Macmillan Company, New York, 1950,

provides a thorough and detailed discussion of the classical theory.
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®  Joan Robinson, Essays in the Theory of Employment The Macmillan Company, New York, 1937, made
the first attempt to apply Keynesian Theory to the Theory of International Adjustment.

I J. H. Villiams, Argentina International Trade under Inconvertible Paper Money, 1980-1900, Harvard
University Press, Cambridge, Mass., 1920; J. Viner, Canada’s Balance of International Indebt edness, 1900-
1913, Harvard University Press, Cambridge, Mass., 1924; F.W. Taussig. International Trade, The Macmillan
Company, New York, 1928.
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@ R. Nurske, International Currency Experience, League of Nations, Geneva, 1944, pp. 117-122, presents
an illuminating discussion of the French experience with freely fluctuating exchange rates during the early
1920s.

b Voluminous literature exists on the effect of devaluation on the balance of payments. Joan Robinson,
"The Foreign Exchanges, “Essays in the Theory of Employment, The Macmillan Company, New York, 1937,
remains the classic discussion of the problem.
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Aggregate consumption (See consumption

function)
Aggregate demand, defined, 61
-— and demand for labor, 138
— including foreign trade, 156
— including government, 72
— with respect to rate of interest, 104-1056
Andrews, PW.S., *84
Annually balanced budget, 254
Arbitrage, 88-89
Asset preference, 79-80
Asset and rate of interest, 1560-153
Automatic stabilizers, 77, 253
— built-in, 13

(See also Swedish budget)

Autonomous investment, and population

growth) 214-251, 234
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Balanec of payments, account, 187
adjustment, 158, 159

— and devaluation (See

devaluation)

domestic absorption, and 163
incompleteness, 1569-161
Keynesian theory, 159-161
~— and liquidity trap, 159-160
— and quotas, 165, 159-160
of small country,

specie flow mechanism and, 158-159
— and tariff, 165-166
Balanced budget theorem, 75
Baumol, W.J., *91, *205
Bonds, 79, 81
— long-term (consols), 81
— present value, 81
— short-term, 79
value in relation to interest, 81-82

Borrowing by government,
economic effects, 261-263
Bottleneck inflation, 219,271-272
Brumberg, R., *70

Buchanan, J.M, *#260, *261, *262

Budgetary policy, 254-257

Built-in stabilizers, 10-11
(See also automatic stabilizers)

Burden of national debt, and growth
of income, 265-267
owed abroad, 261-263
service, 260-265
interm of resource cost, 261-262

Business Cycles, 231-249
and economic growth, 246-249
theories, 231-246

Business sector, defined, 20
gross product, 21
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receipt, and expense account for, 41
simplified. 50
Cagan, P., *220
Cambridge quantity equation, 94
Capacity requirements and investment, 234-235
(See also aceleration principle)
Capital accumulation, and classical
theory of growth, 212
and demand for labor, 140-141
Capital coefficient, defined, 205
as determinant of growth, 206-207
and per capita income, 210-211
and population growth, 210
and production function, 209
and technical progress, 210

Capital consumption allowance, (See depreciation)

Capital gains and losses, depreciation

as example, 36-39
excluded from national product, 9-11, 33
Capita output ratio, 245
Capital stock, 123
depreciation, 139
divisibilities in, 136-139
limits to size, 216-217
obsolescence, 138
relation to investment, 204-205

in use vesus in existence. 138-139
Clark J.M., *231, ¥268

Classical Model of income

and employment, 123-128,130-131

Classical theory, of growth, 211-213
of interest, 127,130
of labor supply 124, 125
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Coefficient of expectations, 244-246
Commercial Department, U.S., formulation

of GNP accounts, 8-9, 26-29

national accounts, 30

as source of data, 3
Committee for Economic Development, 254-256
Comparative advantage, 166-168
Compensating expenditure, 9

exports as, 156

government expenditure as, 71-73

investment expenditure as, 71-72

and IS schedule, 108-108
Consols, 81

present value (See also Bonds)

Constained cycle, 234-235
Consumer price index, charted 1929-1961, 13
as measure of inflation, 276-279
measurement problems, 276-277
Consumption components, charted,

1929-1961, 5
classified, 4,30
(See also Consumption function)

Consumption function, and acceleration

principle 234-235

defined, 59, 60

effect on, of money wage change, 132

— of taxes, 71,72

— of wealth changes, 150, 151

factors affecting, 66-70

forecasts, 66

and inftation, 219-221

and Pigou effect. 231-234
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60-70
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secular drift, 67-69
and wealth, 67-151
Correspondence principle, 198
Cost-push inflation, 219
causes, 272-277
and fiscal policy, 257-276
and pressure groups, 272-274, 275-276
non-self-sustaining nature, 272-276
Creeping inflation, 219-220
Cyclically balanced budget, 254-256
Debt management, 267-269
and fiscal policy, 269-270
and monetary policy, ,2_22-224

Deflation in United States
economy, 1929-1961, 11-14

Demand for labor, and aggregate demand, 138
and capital accumuiation, 140-141
and diminishing returns, 136-137
and excess capacity, 138-139
as function of demand elasticity, 139
and monopoly, 139
and real wages, 124,133,139
shift versus movements along, 139

Denison, E. F., *30

Deposit creation (See Money supply)

Depreciation, as business expense, 17,18
defined, 3
and length of depreciation, 232-234, 248-249
rates set by Internal Revenue Service, 38-39
valuation of, i 42

Depression, length, and
depreciation of capital, 232—235-
and durability of capital, 234-235
and technical progress, 1'237-238

Devaluation, effect, 161-166
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and elasticities, 161-163
and terms of trade, 164
Diminishing returns and demand
for labor, 124,137
and required rate of growth, 210-211
Ricardian theory, 213
Discounting. continuous, 80
discrete, 79, 80
~Dismal science” 212
Disposable income, defined. 9-10, 55-56
effect on, of money wage changes, 127,128
of taxes 9-10, 71-74
relation, to consumption, 10. 59-60
to net national product, 9-10
(See also income)
Distribution of income, effect, on
consumption. 67
of money wage change on, 132-133
Dividends as business expense, 17-18

Divisibilities,.effect on level of employment, 137-138

Division of labor and economic growth, 212
Domar, E. D., *205, 294-295
Dusenberry, J. S., *68,*84
Dunlop, J. T.. *136
Durability, and acceleration principle, 233-235

and longevity of depression, 233

and replacement waves, 234
Dynamic adjustments, 200-203
Ebersole, J. F., *84>
Economic activity, definition for national,

accounts, 30-32
Economic goals, incompatibility, 155-156
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Elasticity, of demand, as determinant of

demand for labor, 137

for exports and imports, 161-163
of supply, for exports and imports, 161-163
Employment, and demand for money, 128
Ellis, H.S.. *1564
effect of divisible capital inputs on, 138-139

level, of determination,124-127,130-131,137-139

lack of uniquences in, 140-141
model, classical, 130-132
Keynesian, 129-131
with variable capital inputs, 139-140
and money wage rates, 124-127
and real wages, 123-125
Entrepreneur role in innovation, 237-238
Equilibrium, dynamic, defined, 198
of product and money markets, 103-108
underemployment, 128

(See also equillibrium level, 1S schedule, LM

schedule)
Equilibrium leve!l, of employment, 124-139
of income, algebraic derivation, 73-78
effect on, of consumption, 74
of foreign trade, 156-160
of government expenditures, 74-76
of investment, 62-66, 74-76
of taxes, 75
relation of savings and investment to, 61-62
Estey, J. A. *231
Excess capacity, effect on investment, 137-139
and recovery from depression, 233-235
and shifts in demand for labor, 138
Excess-demand inflation, 222-225
control of, 225-226
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and gap analysis, 226, 230
and money supply, 223-225
and wartime financing, 223-225

Exchange rate depreciation (See devaluation)

freely fluctuating, 163-165
Expectations, and acceleration principle, 245-247
and business cycles, 245-246
coefficient, © 245
effect of money wage changes on, 134-135
and inflation, 219-222
Expected income, 68-70, 245-246
Export surplus, 159-161
Exports, as compensating expenditure, 160-161
effect on level of income, 156-161

Factor cost, distinguish from non-factor cost, 17-18

as measure of product originating, 22-25

(See also interest; profit; rent payment; wage

payment)
Factor mix. and profit maximization, 137-139
and theory of firm, 136-138
Factor payments, as expense of firms, 17-19
as measure of national income, 25
as source of income, 8-9
taxes included in, 22
Fellner, W.J., *126, *247, *273
Ferber, R., *66
Federa} Deposit Insurance Corporation, 253-254
Final product, defined, 35-37
net-value-added, defined, . ) 19
Financial intermediaries, derivation of gross, 34-35
product for valuation of product for. 39-40
Financing government expenditure under
different economic conditions, 261-265
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Firm, and factor mix, 136-138
theory of, 123-124

Fiscal policy, alternatives, 73-78, 253-259
automatic, 254-256
and cost-push inflation, 257
and debt management, 267-270

Fiscal policy, effectiveness, 247-249
and forecasting, 258
mechanics, 71-78
problems in implementation, 253-259
timing, 257-258
(See also Public Works)

Fisher, 1., *146

Forced savings, 239

Forecasting, 244-247
and fiscal policy. 258

Foreign balance (See net export of goods and

services)
Formula flexibility, 266
Free cycle, 234-235
Friedman, M., *70, *96, *219

Full-employment level of income, determination,

of interest rate at, 142-148

of price level at, 142-151

effect at, of IS shifts, 145
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