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The details of the future will remain forever veiled to us. But give agypsy seer aPh.D. in
economics and arm her with statistics and mathematical models, and people suddenly start taking
her seriously. She will be invited to testify before Congress and held up by State TV as an expert
in business forecasting. But from an analytical point of view, what she does is no different from

what she did as Sister Sarah at aroadside stand.
Llewellyn Rockwell, Jr.

"Defeat of the Experts,”
The Free Market, March 2000, p. 4

In the middle to late years of the twentieth century, it became commonplace in expositions of
mainstream economics to claim that labor market adjustments are grossly inadequate as a
corrective mechanism for business cycle downturns. Probably the most cited empirical evidence
in support of this proposition was, and still is, the economic events of the 1930s. On the
theoretical side, the reference du jour was, of course, John Maynard Keyness The General
Theory of Employment, Interest and Money (1936). In The General Theory, Keynes set the
gpiritual tone for at least the next half-century with his remark, "It can only be afoolish person who
would prefer aflexible wage policy to aflexible money policy." (1936, p. 268) Thiswasto
trandate into the notion that "money wage rates don't matter,"

Competing Paradigms. Keynesvs. The Classicals vs. the Austrians
Much of Keynes'stheoretical apparatus hinges on the notion of money-wage rigidity. He was so
convinced of the validity of this notion that he advocated using the money wage rate as the
numeraire in constructing a system of national income accounts. A "pure’ Keynesian framework

begins asfollows:



()L =f(AD)
where L denotes employment and AD indicates aggregate demand.

By definition, AD can be denoted by PQ, with P being the genera pricelevel and Q
representing real output of goods and services. Now, invoking Keynes's suggestion that the money
wage (W) should be the unit of account,

(2AD = PQ/W.

If we employ alinear form of (1), sothat L = b AD, combining (1) and (2) yields
(3L = b (PQ/W).

The interesting thing about expression (3) isthat it contains the real wage rate for labor. It can be
rearranged to give
(4WIP = b (Q/L),
indicating that the real wage rate will be proportional to the average product of labor (Q/L).

In the introductory chapters of The General Theory, Keynes recognizes the importance of the real
wage rate, admitting that "the classicals' (Keyness terminology) had it right in claiming that
employment is negatively related to the real wage rate, given the technological conditions of
production. Consistent with Keynes's remarks on thisissue, a straightforward statement of a
classical view of the economy produces arelationship that isthe logical equivaent of (4).
Assume a smple Cobb-Douglas type aggregate production function:

(5)Q = aKa L*a
where K and L denote capital and labor inputs, respectively.

Converting to money levels of output gives
(6)PQ = PaKk? LA |
Differentiating (6) with respect to L to give the marginal product of labor produces
(7)dPQ/AL = P(1-a)(Q/L).

The classical assumption isthat money wage rates will be equal to the money version of the



margina product of labor (the value of the margina product under competitive conditions). This
gives
(8BW = P(1-a)(Q/L), or
(QWI/P = (1-a)(QIL).

Since both b and (1 - a) are parametric values, expressions (4) and (9) are generic equivalents.
This being the case, what are the differences, if any, between the Keynesian and classical
paradigms? The answer to that question is rather straightforward. Inwhat we have called the
classical version of things, there is some fundamental underlying equilibrium position towards
which the system tends to move. This can be seen by rearranging (9) as follows:
(L0)w,/(Q/L) = (1- &),
where w, denotesthe real wage rate for labor (= W/P). Expression (10) suggests that real wage
rates and the average product of labor tend to move in concert through time, maintaining the same
proportiona relationship. The term on the left hand side of (1) can be thought of as the
productivity adjusted real wage for labor in the economy (hereafter indicated as ARW). Inthe
classical world, it is presumed that market adjustments of money wages and prices will tend to
move it towards a unique equilibrium value that is associated with full employment of labor
resources.

On the other hand, within the pure Keynesian framework, money wage rates are assumed to be
rigid, which, holding the average productivity of labor constant, leaves only the price level asa
variable that may adjust or be adjusted to alter levels of employment. Further, thereisno
implication of the existence of a unique equilibrium position toward which the economy moves.
Rather, it is argued that there are multiple potential equilibrium positions, depending on the levels
of the rigid money wage rate and the exogenously determined price level. Thisgivesriseto the
notion that a"less than full employment equilibrium"” isa possibility. We would add that thereisa

variant of Keynes's thinking in which he argues that even if money wages were not rigid,



movements of money wage rates would produce proportional changesin prices, leaving the real
wage rate unchanged. This produces the same result as the rigid money wage rate assumption.
Where does the Austrian perception of the macroeconomy fit in this paradigmatic description? We
begin by noting that there are similarities between the classical perception of the macroeconomy
and the Austrian view. Both are rooted in the marginalist tradition and both entertain the possible
existence of aunigque equilibrium position given appropriate ceteris paribus conditions.
However, they differ significantly on one critical point, the nature of the adjustment towards that
underlying equilibrium. The classical view is susceptible to being interpreted as arguing for
instantaneous adjustment to equilibrium. (Boettke, 1997) In fact, it is often characterized in this
fashion, perhaps unfairly. Such adepiction leads to the rather obvious point that business cycle
fluctuations, especially one of the magnitude of the Great Depression of the 1930s, are evidence of
the shortcomings of the classical model and, by implication, market adjustment mechanismsin
general.
By contrast, the Austrian perspective places greater emphasis on the elements of market process,
exploring the ways in which discoordination of markets occur and how markets respond to that
discoordination. In general, Austrians are more interested in expression (10) when it reads
(1w, = (1-a).
In many ways, this permits aricher exegesis of historical phenomena. For example, in our book,
Out of Work, we have been able to confirm the relationship between employment/unemployment
and the productivity adjusted real wage (ARW) and identify the origins of macroeconomic
discoordination in the United States throughout the twentieth century by focusing on the sources of
movement in the ARW measure. Our basic conclusion in that work is that discoordination
between prices, productivity of labor, and money wage rates explains the pattern of business cycle
fluctuations in the United States. The story we tell thereis one of continual discoordination-

produced disequilibrium, albeit with atendency to seek the underlying equilibrium position.



An Aside on Modernity
Before moving on to a more in depth treatment of macroeconomic discoordination, let us pause for
amoment to consider the place of this discussion in the context of today's intellectua milieu. It
might be argued that what we have said has a distinctly "old hat," even "archaic," flavor. Whereis
the discussion of rational expectations? The New Classical Economics? Real Business Cycle
Theory? We consider these to be mere variations on one or the other of the broad paradigms we
have sketched. Take the rational expectations (RATEX) argument as an example. Inaworld
characterized by RATEX behavior, on aver age, the time path of macroeconomic outcomes, such
as income and employment, would be identical with that generated by an instantaneous market-
clearing classical model, except for random forecast errors. In each successive period, the
random forecasting error would be recognized, taken into account, and, thus, not transmitted
through to the next period's forecast. The end result is nothing more than a classical instantaneous
adjustment model with arandom error term. This has given rise to the term "New Classical
Economics." On the other side of the coin is the so-called New-Keynesian view, which
emphasizesrigiditiesin prices, both of inputs and outputs. And, beyond that, there are other
"modern” macroeconomic interpretations that smply focus on a particular element of the ARW
measure that may produce discoordination between money wages, prices and labor productivity.
For example, rea business cycle theories emphasize productivity shocks to the system as a source
of discoordination. In summary, the various modern variations of macroeconomic models al are
spiritually akin to one of the broader paradigms already discussed.
The Sources of Discoordination
What are the sources of variations in macroeconomic phenomena, in particular, the productivity-
adjusted-real-wage rate (ARW)? We suggest three potential candidates. First, thereisthe
possibility that there is an endogenous adjustment mechanism, such as that implied by the classica

model and denied by Keynes, that operates to recoordinate a system that isin adisequilibrium



position. But, beyond that, there might be exogenous shocks to a macrosystem, shocks that may be
either systematic or random in nature. By systematic shocks, we mean changes over time that
exhibit some regular pattern and, consequently, are susceptible to being anticipated or forecast.
Random shocks, obvioudly, are just that, movements that cannot be anticipated or forecast which
constitute what is often denoted as "white noise."
With those thoughts in mind, we have attempted to identify the nature of changesin the ARW
variable using quarterly data (1959.1 through 1996.2) for the United States. We begin by defining

a smple endogenous recoordinating mechanism for the macroeconomy:

(12)% ARW, =f(ARW,, -ARW),
which isto argue that this period's percentage change in ARW is systematically related to last

period's deviation from the "normal." or "natural,” or "equilibrium" value for ARW, denoted

byARW.

Before proceeding with this line of reasoning, a few comments about the validity of presuming
some underlying normal value for ARW arein order. In the data set under consideration, the
initial value of ARW is99.92 (1992=100) and the terminal valueis 100.63. In between, the

maximum vaue is 104.14 (in 1980.2) and the minimum is 96.24 (in 1965.4). Thisindicates atime
seriesthat is essentially trendless with a variation of approximately four percent, plus or minus,
about its mean value (= 99.72). Thisis quite consistent with the notion of an underlying normal or
equilibriumvaue! G ven the already noted statistical relationship
bet ween variations in the ARWterm and enpl oynent, unenpl oynent,
and, we would add, rates of growth in national output, the

variations of the ARWstatistic are quite nmeaningful. (Vedder and

1 A unit root test of this data seriesrevealsthat it is a stationary series.



Gl | away, 1997: Appendi x B) Higher |levels of ARWare associ ated
wi t h hi gher unenpl oynent and | ower rates of econom c grow h.
To return to the matter of a recoordinating mechanismin the
Ameri can econony, a |linear regression equation enbodying the

rel ati onship described in (12) yields

(13)% ARW =-0.007 -0.135(ARW., - ARW,R = .067, DW= 1.79,
(0.11) (3. 24)

where the val ues in parentheses beneath the regression
coefficients are t-statistics. Cearly, there is a statistically
significant endogenous adjustnment nechanism However, it
accounts for only a small proportion of the wvariation in
per cent age changes in the ARWneasure and the val ue of the
regressi on paranmeter that describes it seens, at first glance to
be small. Mre will be said about this later.
Assumi ng that the nmechani sm described by (13) represents the sole
source of endogenous variation in novenents in ARW we can use
that infornmation to estimte the magni tude of exogenous changes.
Specifically, we may define
(14) (% ARW.=(% ARW, + (% ARW,,
where the subscripts a, n, and x denote actual, endogenous, and
exogenous, respectively. Since the constant termin (13) is not

significantly different fromzero, (14) can be restated as

(15) (% ARW ,=-0.135(ARW.; -ARW + (% ARW,.
Solving for (% ARW, gives



(16) (% ARW,=(% ARW,. + 0.135(ARW.; - ARW.
A graphic representation of this data series is shown in Figure
1. The visual pattern is suggestive of a "white noise" series
with a zero nmean. This is confirnmed by a correll ogram anal ysis.
The details, for |lags one through 20, are reported in Table 1
Usi ng the cal cul ated val ues of the exogenous conponent of changes
in the adjusted real wage, we are able to generate a sinul ated
adj usted real wage series that describes what the behavior of the
adj usted real wage would be in the absence of the endogenous
recoordi nati ng mechani sm shown in expression (13). This is
conpared to the actual behavior of the adjusted real wage in
Figure 2. The difference between the variation in the two series
is apparent.

Measured nore precisely, the variance of the sinulated series is
3.48 while that of the actual data is 2.01. Thus, the apparently
weak recoordi nating mechanismidentified in expression (13)
reduces the variance in the adjusted real wage rate by 42
percent. It also reduces the nean val ue of the adjusted real
wage by 0.96, which translates into a reduction in the typica
unenpl oynent rate of 0.73 percentage points.?

The Significance of Di scoordination Patterns

The nature of the sources of discoordination just described is

2 Thisis based on the regression parameters reported in Vedder and Gallaway (1997: Appendix
B).



remar kably consistent with the Austrian nacroeconom ¢ paradi gm
Apparently, econonm ¢ phenonena are quite dynam c, consisting of
non-serially correlated events that perturb the econony
continually. As a result, there is constant discoordination
anong wages, prices, and the average product of labor. The
macroeconony is in a continual state of flux. Nevertheless,
there remains an underlying tendency toward stability over tine.
There are two sources of this stability. One, of course, is the
nodest, but inportant, recoordinating nechani smwe have
descri bed. The second is |less evident, but certainly
significant. It takes the form of a phenonmenon articul ated by
Eugen Slutsky in the 1920s. In a paper published in Myscow
(1927) he denonstrated that random perturbations in a basic data
series are capable of generating cycles in the data.® Thus,
while over time the cunul ative effect of a series of random
shocks may cause a data series to nove in a particular direction,
the very randommess of additional shocks will cause the series to
reverse its direction of novenent. What the Sl utsky phenonenon
inplies is that cycles will energe spontaneously in a world of
random change.* This is what happens in the specific case of the

adj usted real wage. The anplitude of these cycles is then

3 Slutsky's paper was republished in Econometrica in 1937.

4 In Milton and Rose D. Friedman, Two Lucky People, Milton Friedman comments about his
" skepticismabout whether thereisindeed an economic phenomenonjustifying thedesignation “cycle,’
or whether the economic fluctuations glorified by that title are not merely reactions to a series of
random shocks, aong the lines of afamous 1927 article by Eugen Slutsky." (p. 50)



danpened, but not totally elimnated, by a recoordinating
mechani sm
The I npact on Contra-Cyclical Macroeconom c Policy
The foregoing anal ysis has profound inplications with respect to
the idea that it is possible to execute a deliberate and
successful short-run contra-cyclical macroecononmic policy. This
noti on becane sonething of a staple itemin economc thinking in
the post-World War Il era. A classic statenent of this idea was
provi ded by John Kenneth Gal braith in 1982 testinony before the
Joint Economic Conmittee of Congress, where he said:
Persistent in the belief of the present adm nistration is the
notion that econom c recovery and inproving unenpl oynent are an
aut ononmous tendency of the system... there is ... no such
aut ononmous tendency. Recovery is not the work of kindly gods
with a special conmitment to the free enterprise system it is,
alas, the affirmative acconplishnent of man - and wonan.
(Gal braith, 1982)
Gal braith's view of the world is enbodied formally in Amrerican
society in the Enploynent Act of 1946 and its 1978 anmendnents
(al so known as the Hunphrey-Hawkins Act). Laws of this sort
proceed fromcertain fundanmental prem ses. First, and perhaps
nost inmportant is the belief that the macroeconony can be nodel ed
in a precise and reasonably exact fashion. Supposedly, such
nodeling permts the identification of potential sources of
di scoordi nati on before they occur. Once these have been
determ ned, the next step is obvious. Sinply fornulate policies

that will introduce factors that will conpensate for any

di scoordi nating elenents in the econony. Ergo, presto - what we
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have is fine tuning, the belief that the econonmy can be
constrained in the short-run by wi se and judicious policy to
foll ow sone pre-ordai ned growth path.

Unfortunately, the initial prem se - that discoordination can be
anticipated - is flawed. Future discoordination primarily is the
product of nature's willful ness, the series of non-serially
correl ated changes in a key macroecononic variable, the
productivity-adjusted-real wage rate. Thus, any attenpt at
anticipating the presence or |ack of discoordination amunts to
nothing nore that trying to out-guess nature. This offers an
expl anation for the failure of precisely nodel ed versions of the
macr oeconony to provi de gui dance with respect to econonic events.
By now, the tales of such failures are the stuff of |egend, so
much so that the term nmacroeconom ¢ forecasting has acquired an
oxynoroni ¢ pati na.

Even so, it mght be argued that it is possible to respond
effectively, ex post, to incidents of discoordination. Once
di scoordination is identified, mght it not be possible for
consci ous, deliberate, econom c policy nmeasures to suppl enent the
endogenous recoordi nati ng mechanismin a way that enhances
econonmi c stability? For exanple, assune the follow ng:
(1)It is possible to precisely neasure the degree of
di scoordi nati on, and
(2) Economic policy nmakers are able, at will, to introduce the

preci se anount of recoordination necessary to offset the observed
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di scoordi nation
These are heroic assunptions, involving the best possible set of
ci rcunst ances for conducting short-term macroeconom c
stabilization policy. Wiat woul d happen in such a world? W have
explored that issue through a series of simulations that involve
i ntroduci ng exact offsets to discoordinati ng changes with
variable lag tines. More precisely, we have calculated a
simul ated value for the quarter-to-quarter percentage rate of
change in the adjusted real wage using the foll ow ng expression:
(17)([%  ARWin =% ARW-% ARW.,
where the subscripts sim t, n represent, respectively, a
simul ated value, tinme, and the length of the lag in the
i mpl enentati on of stabilization policy.® Sinulations of this
sort have been conducted for lags of up to twenty quarters using
both the actual values of the percentage changes in the ARW
nmeasure and the estinmated values for the initial exogenous
changes in the ARWas neasures of the first termon the right
hand side of (17). The data enbrace the period 1959.1 through
1996. 2.
To eval uate the outcones of the sinulated policy actions, we have
cal cul ated the variance and the range of the percentage changes

in the resultant adjusted real wage and conpared themw th the

® Thetime lag encompasses several dimensions of alag inthe implementation of a policy change,
including the time required to recognize the problem, the time required to execute the policy, and the
time required for the policy to have its effect.
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sanme values for the initial values of the changes in the ARW
Presumabl y, a successful macropolicy intervention would produce a
decline in both the variance and the range of the percentage
changes in the productivity adjusted real wage rate. The results
of these simulations are shown in Tables 2 and 3. They are
astounding. What they indicate is that the inplenentation of
macro-stabilization policy under the best of conditions is
destabilizing, not stabilizing. 1In all cases, the variance of
the sinulated data series, as well as its range, exceed that of
the actual data. The specifics are as follows: (1) On average,
the variances of the policy inpacted data series are tw ce that
of the base data series, and (2) The ranges of the policy
i npacted data series are, on average, about fifty percent greater
than the ranges in the base data series. This argues that even
ex post attenpts to engage in macroecononi c stabilization policy
are not only ineffective, but counter-productive.

Thi s does not mean that econom sts have nothing to offer in the
way of advice. However, their role should be conditioned by the
sentinents espoused by Frederic Bastiat and not those of John
Maynard Keynes. It was Keynes who glibly pontificated, "In the
long run, we are all dead.”™ But it was Bastiat, sone 150 years
ago, who comment ed:

There is only one difference between a bad econom st and a good
one: The bad econom st confines hinself to the visible effect;

t he good econom st takes into account both the effect that can be
seen and those effects that nmust be foreseen.

13



Yet, this difference is trenmendous; for it alnost always happens
t hat when the i mredi at e consequence is favorable, the |ater
consequences are disastrous, and vice versa. Wence it follows
that the bad econom st pursues a small present gain that will be
followed by a great evil to cone, while the good econoni st
pursues a great good to come, at the cost of a small present
evil .

Summary and Concl udi ng Remar ks
What is the overall significance of this discussion? Basically,
our argunents can be sunmarized in the foll ow ng propositions:
(1)A'l major macroeconom ¢ paradi gnms have as their centerpiece
the productivity-adjusted real wage rate.

(2) The productivity-adjusted real wage rate has the property of
being a trendl ess stationary tine series.
(3)Vvariations in the productivity-adjusted real wage are of two
broad types:

a. Exogenous shocks.

b. An endogenous recoordi nati ng nmechani sm
(4) The exogenous shocks are randomin character and generate
cycles in the productivity-adjusted real wage rate (and
unenpl oynent and econom c growth) in the fashi on suggested by
Sl utsky (1927 and 1937).

(5) The endogenous recoordi nati ng nechani sm danpens the anplitude
of these cycles, reducing the variance in the productivity-
adj usted real wage rate in the United States by 42 percent over

the period 1959.1 through 1996. 2
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(6) Consequently, short-term econonm c forecasting is a rather
dubi ous proposition.
(7)Ex post attenpts at inplenenting stabilization policy are
destabi lizing, not stabilizing.
(8) Therefore, the notion of short-run contra-cyclical
macr oeconom ¢ policy making is an exercise in futility.

To pl ace these technical conclusions in perspective, we point out
that the overall interpretation of short-run econom c phenonena
presented here is quite consistent with the Austrian conception
of a world that is seeking to attain an underlying equilibrium

state but is being buffeted continually by exogenous shocks of an

unpredi ctabl e nature. As a consequence, entrepreneurs and
wor kers conti nuously must adjust their behavior to take into
account these changing circunmstances. The best they can hope for
from governnment policy nakers is, in the spirit of H ppocrates
advi sing future doctors, that they do no harm G ven that the
phenonena that policy makers confront in the short-run are
essentially unpredictable and given that even their best efforts
are the equival ent of medi eval doctors bl eeding their patients,

t he nost appropriate short-run macroecononic stabilization policy
is to give the aforenenti oned entrepreneurs and workers maxi num
freedomto adjust to potentially discoordinating shocks to the

macr oeconony. Cearly, the conventional w sdom proposition
suggested by Galbraith that there is endemc instability in a

mar ket based econony that can be remedi ed only by governnment

15



policy interventions is inappropriate. Nevertheless, in an
al nost cl assic display of what Hayek calls "the fatal conceit,"
cont enporary mai nstream econonm sts continue to believe in the
ef fi cacy of such policy. Just this past Fenruary 1, Harvard
econoni st Gregory Mankiw is quoted as follows in The Wall Street
Journal : "Wen you | ook at the m stakes of the 1920s and 1930s,
they were clearly amateurish. 1It's hard to inagine that
happeni ng again - we understand the business cycle better.” WII
some econom sts never |earn? They seem dooned to perpetually
underestinmate the ability of government policy makers to nuck

t hi ngs up.
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TABLE 1

Correl l ogram Sinul at ed Exogenous Percentage Changes in

Producti vi ty- Adj ust ed

Real Wage Rate, United States, 1959.2-1996.1
Lag Aut ocorrel ati on Parti al
Aut ocorrel ati on
-1 0. 082 0. 082
-2 -0.074 -0.081
-3 0. 098 0.113
-4 -0. 003 -0. 029
-5 -0.126 -0.108
-6 -0. 097 -0.091
-7 0. 038 0. 041
-8 -0.022 -0. 020
-9 0. 026 0. 054
-10 0. 016 -0. 019
-11 0.073 0. 067
-12 -0. 097 -0. 127
-13 0. 034 0. 077
-14 -0.053 -0.104
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-15 -0. 054 0.012

-16 0. 002 -0.017

-17 -0.104 -0.099

-18 0. 030 0. 037

-19 -0. 044 -0. 067

-20 -0.036 -0.033
Additional Statistics: Box-Pierce QStat= 12.77, Prob.= 0.8869

and Ljung-Box Q Stat= 13.76, Prob.

= 0. 082.

TABLE 2

= 0. 8426.

SE of Correl ati ons

Comparison of Policy Impacted Productivity-Adjusted Red Wage Rate Series with Base
Data Series, Various Policy Implementation Lags, United States, 1959.1-1996.2

] Basad on Exogenous Changes Basad on Actud Change
oLag
Minimum Maximum Range Vaiance Minimum Maximum Range Variance
PCCIM -1.99 153 352 0.4830 - - - -
PCCARW - - - - -2.27 1.79 4.06 0.5552
-1 -2.68 291 559 0.8891 -297 3.00 597 1.0599
-2 -2.63 2.38 5.01 1.0282 -3.30 274 6.04 1.2629
-3 -2.52 2.72 524 0.8655 -2.69 2.94 5.63 0.9992
-4 -2.77 247 524 0.9679 -313 2.76 5.89 1.1473
-5 -329 249 5.78 1.0916 -395 2.98 6.93 1.2960
-6 -351 2.27 578 1.0685 -392 2.85 6.77 1.2294
-7 -2.78 215 493 0.9357 -2.78 2.26 5.04 1.0864
-8 -231 275 5.06 1.0016 -254 353 6.07 1.1720
-9 -2.63 3.03 5.66 0.8947 -293 3.28 6.21 1.0845
-10 -2.87 3.08 595 0.9467 -3.07 351 6.58 1.0539
-11 -2.09 258 464 0.9547 -2.74 271 545 1.0556
-12 -271 2.83 554 1.0816 -3.26 2.87 6.13 12544
-13 -2.14 2.61 4.75 0.9491 -2.60 2.90 550 1/06%4
-14 -2.67 2.94 5.61 1.0023 -3.08 334 6.42 1.1761
-15 -2.23 2.77 5.00 1.0025 -2.76 3.21 5.97 1.1550
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Summary Statistics, Comparison of Policy Impacted Productivity-Adjusted real Wage Rate Series

-16 -2.89 2.56 5.45 0.9702 -342 290 6.32 1.0870

-17 -3.11 212 5.23 1.0860 -3.38 2.72 6.10 1.2553

-18 -2.25 2.31 4.56 0.9475 -2.29 2.58 4.87 1.0851

-19 -2.54 3.15 5.69 1.0361 -2.56 4.07 6.63 1.1460

-20 -2.45 2.62 5.07 1.0351 -2.39 3.25 5.64 1.1638

Aveaage -2.65 264 5.29 0.9880 -2.99 3.02 6.01 1.1420
TABLE 3

with Base Data Series, Various Policy Implementation Lages, United States, 1959.1-1996.2

Base Data Series

Ratio of Variance of Policy

Ratio of Range of Policy

Impacted Seriesto Variance | Impacted
of Base Data Series Seriesto Range of Base
Date Series
Exogenous Percentage

Changes in Productivity- 2.05 1.50

Adjusted Real Wage Rate
Actual Percentage Changes

in Productivity-Adjusted 2.05 1.48

Rea Wage Rate

20




REFERENCES
1848. Bastiat, Frederic, The Law.

1997. Boettke, Peter, "Where Did Economics Go Wrong? Equilibrium as a Flight From Reality,"
Critical Review,, 11, pp. 11-64.

1998. Friedman, Milton, and Rose D. Friedman, Two Lucky People (Chicago, Illinois:
University of Chicago Press.
1936. Keynes, John Maynard, The General Theory of Employment, I nterest and
Money. New Y ork: Harcourt Brace.

1982. Galbraith, John Kenneth, " Statement,” Hearings, The Unemployment Crisisand
Policies for Economic Recovery, Joint Economic Committee, Ninety-Seventh Congress, Second
Session, October 15, 1982, pp. 21-24. Washington, D. C.: United States Government Printing
Office.

Rockwell, Llewellyn, Jr., "Defeal of the Experts,"” The Free Market, March 2000.

1927. Slutsky, Eugen, "The Summation of Random Causes as the Source of Cyclic
Processes,” Problems of Economic Conditions, (Moscow, ed. Conjuncture Institute) 3, No. 1.

1937. , "The Summation of Random Causes as the Source of Cyclic

Processes,” Econometrica, 5, pp. 105-46.
1997. Vedder, Richard, and Lowell Gallaway, Out of Work: Unemployment and

Government in Twentieth Century America. New York: New York University Press.

21



22



