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CH4HMR T

II{.,. }TUDUCTIOH

Haturc sf ths hrcf'$

Asabtlt].cau$1raat*sthli8agerel.E€t6gcteGrcaa
s*h gLss*& pol{cf end hm, ,-t aifeat{s
t}e ft"sbt of- E*gr+qe* lss*gaes "rylvutsr 

In tblg rynler! !ffi
*f.H. 5$' f*s€ge€iag fir*;ii pof*ry ss 'e G€s tmcg t"qqg tacS as
{t-fs Gpf*eawd 6eC raffisrdsA la *@ funery! pr*ery af
rygf*y-*gbt* Iatsrcst Fa$-lbaayn af; S.H" Sog-war In tt€.Gol!*
'*L;€$€ ehip*+ri ?#t ekl,l trf ta-'ffia n*in $1 1*** -gqpl$6a-gL F€';3rp alpfiigfufe t6 *bs d**gel-spwnt p*tia*se ef ud*xt'
Aav.efspe eliots.*Les* ett befery wg eart As *ato ell @ry* ffi
slrre€ earks * bll*lef aummafy ef EaSrmat Caamptnr Soltst't 1A**

,re s 'rlsas,tlox to xbat La the*gbt Hes tha tns€*quate an{

"*"i **ii* eharactsr of, trarllilar 6conw*c thtor-":!'ee" *eaaldtng
t" lds* tr*rrtlr& gnct:rrlatea sf the e!.aBbt€a"t tboorlr,anc epp3-{*
cabl,s *o 51 opc*it aaso onX.y *nd net tO ths gOnenaS css8rrr
nrf,th tho rc"uft th.qt t,ts toaehtng le mi.else{{n$ rFd dlgnctsotrs
Lf F attaupt to app\Y lt to tbe faeta af e=perle&G€ew $6ryu

alrors Ln orher to unAsrat&td K*yaoe bctters ffe have to 'g$ inp
ts tbe ct.ea$l.ea'l lraek{:Fouadr

Cceorf,lng to Kcyaeap ths tsrfi rcl*est"cEl eeoneleat
rofqru to tbo preaetpt*a og oconen{cd h*ndg€ tlotslt glncs Cb
Liffi of Sartd mmrAb *p to tba e.tw of A*S. P!"gvu. $o-us*
bfs arrtr wtds; nX baw'bccosla aceuatowds ryrhape P9{pgtq1t*
iag a e*Isa*snr to lnctuda {-n rthc]clagelc&l scboo1t tbe fol-
fafuru sf Rlcattlo* tbwl tbat la to alryr who adoptad ""4-I!6t\*f,cc&,*d tbf tko*y-of thi ro'sar&*-sn econom.*crs dTcludrng !5o"
sx61sple) *I.g; Hl,il"* btaretrallq EdsWrrrrth and Ftrlf,f PL8oarF

4
'*r.H, Eoyaoar $be gqpsryl *bea

i F*5"Intareet ard !{gne* 3"ondonl
Iofbn&rr footsat* at the bottam ef p"5*

!r., 1 F

of



i*M:o!,nsfitssl ccbsqlf &B tt 5.* refcr$ad to hy S*yne*lg, ecb
tlelfy gunbfAecr ftfo Ecl:ce,.fs, vl,r.. ttra tfrufe cl.asA*eal, seM,lf
Sxl bnn iae6-+l.sgel,ael :schoslr. &t* 1,a.Sur Esshxt r *'gry"it
Bar tbe tAre f,elaesis*L theeq.,r r gg Eoy*ee U#A ltr i'er 1, AhS

doatr{.age frol ri-ct^r'co uI' to i'l; oue

p,,g p$ts f* ek reuad :

,Llwtrq,' la fulS",alaotlofm*nt sf, labeuv a*d other f,aetome trf pr*-
ducijon. Ths norErgrl ej-trratJon tn e':lass'ieaJ. Aconor.llcs i6
etrb}s equllibr**rp at full eaplo;'ment. tCbsn tb6Fs ,ilo url*n*
ploynen';, th€ n{tuatlon ls not o$a of oerrilLbriurar asld tinre
le a tende.-rcy tseertie fuir. e*p1e5rrent end eauilibrim. ir-
the di*sqn!.&!,b x"*.r*e p'era*e tE o' t t ts st,,*r-tikt*d ts i'st*rfarcB$
xtth Blrs {esc*6 sf, aupply and dssonf, ln tbe,qq-*r-rk&t,-, Se *
g3,n*m.I, F{!'}e,1 elapa*eeil tbr*o*y *dr*gg:tsd letaas**fsg$ t$ e
g$efsn *. g€ fuL-L exli:lepA*at* Eayaaet cn t a *t r hi&&dry

telrss the eorss]' coaciib.toa ef, ieisseg*f,aj'ra g,pl*eli-es i€
F*F&n a flsetnatl-46 lovst. of eapl-ayffie*r

expl"a5.nr th* allocstson of rrpeureee and tb* dtetrlbutloa of
lncen$ lnetcad of, $h-at detare!-ssa ths volunc of unploy.rn*at
ild lnsseer 'rtrs f,arcea shl-ch detonrtnc tbs allocatlon of
$easurcge ar,d $tstrfbutien e,f ,lseons &rli anri:plf and ds$nnd"
Suppty and dcnaad dc tennlae gbs relatiYe v&luee of 6code aad
aer?tcoa1 oxpreeioed t.n tcr6a of, &onrof eq prleea. fbs pd.co
rrccbnu$w $.e ttrs t*l'ovitlantl.s& ben"Sf urbl,eb brtnga abEaf
equll:lb F! us,

CTa1gE3lO*l ceoam{ce c€nftles {tn t'he Eso of a Slvon
quantt-ty of spsou"rcos by S-adtVldua.!. fll, 8 *nd S.ndustr:l'sE
ytthi.& t&s ecsaot:$.s syetaa ao a ubele. th16 r6e,$s thnt wbon
ugtFB sssou,rceB ara onploS'od ln $Bs ln'Juetry or fi-ra theJr
&rs asmrrmd to b6 drurrs awaJr fw Etber taduatrtes or f,lms"
!31*s tbe alier;latlsee opened to labaur and otber factor* of
producteo$ ar6 axiJ:lolrssnt hsre an& enpLoymnt ths$nr alrd sot
aupl,ogfr*nt a;ld urcnplayrnoirte Ct"eoeLcal thaof3l *s & etu*;f
Of, al"tefrBatlvo ua€s sf e.5nn6{t lFgpougrq6s ef, a givea qlsnfi*
t . [s ttre Long run tliefe s&y be. $.ncrsa.seo ln outp'u€ e'&d
enptrr3r*** *e*tb *xcreasee &rr pellulg,tte*l'1, Fld.uc-A&si*f {S
ettra* Semurcce. In Ahd., shcrt trun*,hounEv*rs, 1S,:J.e,gffi@
tkg *3l . rcas$urces &tD flrffy exapSogre€" , 5s3r3&o1 ea Gb s8bor
hrur$r deale hrlsh Ehan6ss t.s oubput and *mployw,nt t4 t$e
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G€e&oruc,*€ €$6tlle S"@ q ras$l*, ef flue&nntionc la th* E'?e*tgt{t
eS .*S$}syed FsaeqF€G&c: thc dif,{e rsnn93:,b6Fry.9r t&r sl4qq*gqf
g6odt ag* 6*yr*sct tlreorg fe t'h*et el64**Eqe thssst'*??la
grfth i Eiguetios ln rhieb full ec;,lrr3rffint ie sasr#e HbiS,$
Sc5rnoa aao*ffis var{o*a leYcls of euplorpqut: . gl'f{f{.q{
tbcory sa.ra caly explsin usslltl1egfa*a$, I'a prtisul.l*r lsfi*e
,trtAa- CIrr gim6f but, oag tn the eeon e,oyctc*.lt &'ukl&*
St tr s $srt**ll tircoryr K*ynac,f*n, tbsgryn tT tb aEhc3 ,ts4dt
efre *eplAi.n ,un*apleyrya&. ln TbE e*eaen* eFE*F',&g * trhs3er
a.S lar known aa a 1;eneral tlreoryr

. fhs ag,sumpttos Ef full onrpl,ep*Bt $n e
f Lcof., derivee frels tbt aaaueptlol tbstt euPply eroatcs t'ts
s*s dirynd* *hta *a, k:raffir *s E8r'is lex e.f €upF&g "'€#&**l'
ftte ].ew peas^e ttnt orsry produeer *bo briege Esods Eo H*st
ds€a ao en3.y l'a ordar Es eashengs tF* for otbT 6"?dt. Itr
*g ;*x*@6p €sseffiFr lblrefesr*+ !h*fev*r Sa p S{:ssFF*
s+ats t4-''&* fsr *s ,gber $rcdust! + I4is,€r'xrr g 

"* ,l-a*gss, Gs4g$t' :Fla srulyats ts *tCg la taTFF af $'q*p.r bn,*
tbf, fist tbt gfllta hnd Surchaoas e"rq SqT *rgth glsssy t"*
*aeuwd to Mee ao ef;feet *n A-bd proaAsa", .HheB a 1?soutre? *.€
put to rurik n plroduef ts prqdussd lnEW 1s lpqt'd to thsffi
rho contribErta to lb preduotsoa* &ah eddttLessl iresikos
n*cd wt puFsk,sr cmotl.y ghs s{r&e pmduct wblob he bl.ssolf
Sfsd$scn' I,t Wraly mano t't$t bbo DGs i.ssog* fFol&' hie
*apleynqat ntIL Ersatr e desaod to ts&s sff thG er*st na
qgglu.nt of outpnt aqu*v'al"ont te tbg't produeed by rtrrtuc of bj'e
onploSrccnf| As long ae rrosoumca eF eerrastty nXlo*ntcdg
ut1gtoier ts p;roduoai ls abLc Eo bc ee3.d. ffitenllocatcd m*
aeuFe6aEssrcesltlstacpo$:ys"reraupplyefesssprtswlsr
Xtced but gbsr e*s H as Sptlsffi:L or*rpraduetl'sa sg lang aa
supplg srqatss tt€ cun dsEnasd' Hhan thcrs {a o?Ertrroducttea
gn srou"ec partl"cular cannodtty tb.te rt Ll b€ corrgcte qi wbea
eagrsBr6s&u,rs sb!,ft f,rya tk Sr@uettca of tll,fngp tbay s&nnot
eetx. iat a prclftt) to thtnga nhJ"sh tbay ea.n oo11 (at t Fsnf*t) "
Ia othsr Wrds, $agts l*r ls a dsa$s.I', ef, ovorpnodu*tXoa tq
gen&Fal'r o,tr ,ln:Seya*eSgn So c a *entel ef a def,Xaionay sf,
*g6r€*st€ dogarndn ocnlfonas tS enplcgrmnt of sone F&6onrQ$s
H{.11 sfueya b psof$'&b.[e J's gbc clasElse] ccbsl aubJ*ot te
gba i#+f tat*,Es tbf,G ths fse*ors of prod,rrstl-en aro stbt FBt{ els
tbffi ths value of tbnlr unrg{npl BWEXoA}. Bduet*rlt5rr fu6
tba ;'og{.q} soss}uston lg, thet taFlo5rgest Ft"Ll tsks plee up
to th*-pes.atlof, f-.tr!} sspl.oyE4n!" $€s'p t'$o39 G*e bc K genaral
un*gploJrg€at *f wsrkeffi a1lp rllltn6 to *ceept H:1g't tbey *fn
wontb"
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e elase{oa} $uatt fleatLoa of fir1l cap}ogrmn} ?f
rmrns,Xf raets on tha agiunptton thet facoqs fo *gSrytiq:ll$

"*;; ;t e.'late whtch wt1l ieep a:lL rgeoure** *rple5redl Eot*-

nio*nt}r6bt'6ta*,n3rG€9nonyaegrta1bprsp8rt1ogaftracgw
t&st le aaved. i{e*prthe}oaai tht.s f"s a{, ob-atec}e ta e}88sAe&l
;6bqf-bcn""u €bat saeb indivtd*al.,-q1*ed- S-e 

-aaneryA, ts q
;F;4" 6n lnraatnant guodn" $i{e€ Yq"}4S- ** $us't, ?tr1*kr forsn

ef, apcnd*ng *ecerd$.n[ ta t[e s],e'oeiee3 thsorTt nll facS*n s
,*pS;;; p"Iff fa* cenauaptten snd pef;Alf f*'r {nv**@atr

Lareeg*6$t tB t& clasorael achcm ?* ,*tlf ta$r0qd by _&I*er flsxl-
lifity of lsblreat *Bs,se* Xhen ee"6'a5o 5a*rsesssr f,o,rtw*"
i$**if"s.th*ugh tha ?ate sf,' la't€ffis:'t sre 6gE ls as*iae t€
*&g*e eer*.age ind ts l-seraeaa lnwstmat until ti19y e$s aqual
Gl"ort otnn}" g5c tncresss ta rsavi"+€s si.11. fercer th€ rats iaf

G*ffie-e*' iA* rdlf, leEg*E tbe *naiative b eesa whAla* €H

6;;6,,r:ai#i itu lq$s:r ,ffits €f *.Eta,rent x3xl is €6 -9Trdi:iu*-G f*t*it Ec an esbeat 'slrlgh x{11 ebesrb _e}* ad€3.t{ed.
ili"$.; merngff {s rioksd t+ targetffint by a dellset€ &ch&-
atrer-F*t ors whtsh. ka,fs a lute;',F s-urgsa'tn tF atiJuat'mate
tbat prFsssffi6 full awplqlrnsntr' i*tna aavl*tgs 'ttrerQa#€s gt fel*
loea thsl soffi$sFtLoa-docroaaaa elsca ubat l"s eeYGd gallaot bs

conaupcdr H\Y f"6 lt tbs't lavortmat ehsald laaroaee whon 88f-
Vtragc lncre,.*io* ,or wlran concuuptLop dsercEseaS 1bs clneej"caS
tbelry cxp1e*a*"th1s by tba prssuppasttton t'het a daaLeton to
coqsuna leee rrt pramng le tlsbd to a daalaion to Eonsu'Iil8

EOtt* tn futusr !t["ls lavasts€nt Ls lsorGaesd whan aavf,nge

ltrst|Bamar sb elaeslcal theory dooa pot racogntsa tJtg fa8t
lr*t * fall 4p oa&€u;uptloa my lead to a fallL tn LnYaatmont.
l{or &ooe tha t}1realcsi tlr*olry r**eog;nlaa t}:* perrtb{}lty ef,

hoardlngr

Hba $19 cla^eeica,} thoorlr &ssun&s t'hfrS tbors tB fulI
eaplo;runents ig &ctuell.lr a$sucuge tlrat th*rq l.e &o lnv*;}ustary
on**pto3rnent &6 dfatln1;ulshed i"rrra roXuntary rmd fricblona'L
uncn*11;fonent. Yaluntary unemp|€)3r"nant extsts t|hsn tmrkara ets
mawaiffil5 to work for tira t1ota$-tmfip or-et"!i:hp" loea fhaa tbs

A.ot:rg sago* lbay ess voluntattff unonploy'ed l& thc ssass t'lmt
ily *I*u1r{fag s LLt*,r wase tlian they are nklp t}ey eould flnd
e,hploymant." Hu,s*n 1resp:.s mfi.uec to tmrk of tll$i.r ssu vel'1t$oa6
tai,y LtrsuL* gst uu'*eaor*ed &s ua€s*plogredl and tlrrrtfer-s fuL1
**pioyrrcnt 6&tt ex5.*t 6ven strpa sqss pesplt &r"rt eolunetrtly
l'dlet

-b-



xsrk te*p*,riar"$y due to tl:qpsr{sc&iprrs h,e!* l,i}b{rn{i ,$&to
ia gt dynqaAs soCte,Ay in, uhlch as*e ta strl8a. a,rt!,, dcsl&&try
ned othe,1ry are raelng anri in r*hloh paeple e$8 er-r* ba sgrk
wha3prer thof ulehl *he volus of frtgtisnal uq,4nple nt
1rgy Ss fal,rl; 1aq6* *t arig g*ry: Firr:*i.,osl u**spLepat. my
bs sausesi by the f*r.oi,i15.ty of iabourr Liis eensOaal clnEgas
La r*gr'fus ohor&e6[oo: €f ln*:b*rl*la; br*,tr!r;d,ot$a ;!s ssshLns,ff ,Sod
elqufln*&tr s LsebrrFEr $rlcBlonal rar.slrltoyuan! te. odf ciqllle
aniE evegg pseslb}e s,&elr .str*uld , bak*1 t'c q$41*1ry9 -d't',x*thl,a
tbe l ;*tc 4lf, .rtor;qpa**eii&1 ebs*e*. a,rrd .freut{i,q, Lo, e}rutlW,,o,, ,,,,,

H$sever* *t le uet Js, Fer? ,e{sf;i$us F}sgtsn, [roca14l6. o*rp]e;*b'le
3.exe*lre saek{x6 'ssrrh x*3}. *qB rql*lrt f rio*i***ellg,'iits*&1';1*lr*d
I c,rf &qro loug a ,,,urlod '

FuIl eerploynant tiru^c deftaed i$ concls&eaL xlEh To-
i..+krU uuomi,lg;wnL- eed slleus fer a ce:'[a;'r" alorlnt of frisi-
*qfe& tie*s-F1#ys*at* 5* ex1**ar in *k *b33rr €f i''*.tr?14$iLsg5l'
r:ryer*j"eg.a*n{*= In tL* }*14*Aqe} t}*9W ti e H!re, *f -,i Yctr'1n;tag: nrusri1;lo;'rant ,.lqoc no[ cxiut. Sr;t t&S g$dcs.lc'bLs fa*t le
ibef '-trsrs i-s i-eiuolunts.4 trae.ugr.}eyent €se& iu b1oe. patrd.odo.
ilo5rrrcu, sgys;ttl-lcr: rrc luvplunuariJy r.na.mployed i,S, Ln tli#_
*v*gt af L *tu..{.}l ri.se r.* Llie lrfc* of u,&g€rsoudei rt,Iattvofuf t€
l,t!|| R{,r!rog-s{{ior ti{}t}i t"b{ts a6;6mguta sup}}:df e}f labour Si*I}fu-ri: to
usrh fsr blct currtut etolsy*lssgs qd tbq cggfrng;&te donand {clr
$t e't, ihnt ES€e wor.^I+! lry 5:rcator Shen tb aXletfun$-voJ-rlw of,
nxg,lograert&,,'J Io. t&,o erbeolrcs qf j-nYsluatery uneurplotrrrma8. tbua
sl*nedr &i,srs ls. a sbet* of fu}l c*plo3mont1 both frdotional

a*d Vo}',rnLery i:.nesr,;i!6y'nent beiri8 eonsigt,snt r*'t&h full cn*'tl.Gf*
nOat"r if tbe cl,rrsrlcal, -lreut7ts ltOutulgtur, !.';ld ;.oud, lngg-
1l;rrbary riR*nr.r3o3m*^rr* cannaf, *rl;u,r. tt0bvlousty, lrcbrs?€ll! lf
tlia e].aabie&"l titcegr is qnly eppllcaf'Io ta tbs ,s&aa sf f*$,
n*ipfnprgot, 1 . fui fll:ac;oue to- app13' ;g to tlre protrlexrr: sf,
i.srvoltr.;41$ i*l*r*grs+Iegrm$t, .* lf ttugfO be suclr a bhJ-,.5 {qqd wl"O

uj'll .lcqy 1t,) . rrr

neat is o:r1,lal.a-'iilo pr€seb$G of lr*volulLtanr unenployr
nt b;. elw ctres*l{e{*l cslio{}l {rs Sris isetrilt gf,. cgl.tostXve aetios
*1;, tiriurrn b;r I ptrs;.r unic!$€ {Araii S!)r@r*e€n@}_ int-s,r{ferrt;L{r& wiiic}r
cr1361ts{ 6i.r,r i-rr;rarfect Isb..rur rqrkst in xlr"I.cli Hags raLe$ &re

5J *H. xogrneon

\**. Kogrn*-*;

o$. e&tr1 P,.t).

$S* slt* I p.t6'
-ir
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15& pormltt*d to fall to tlrol r cor, :* ti tive le?e'le aecordLng
co the farces of suliir}.y and deirarrd" Undax" frse cottlloBitloap
wr6p rat€a falI under tho :,FTBBBUFTB of I'nenplo5rnent uatll
alf uhe arle uXl.}"l.ng tE s*rrk eae ,f!nd enaplegrwa8' hlg t'bsrrg
sro w"s Jral f,ae tere slrieb weeke$ tha Gonpq t{t l,ven*ss sf tb
l,*b*g*,mee*re! bdey* shtsf, slaeag: tlree batx6 eslleeticc ba$-
gntg,iq; rl--$ trnd& un*'onss m*.nfaura-wa5o laral unemploymnt
f,nsuran€f * lae,rsa,e*d worx r€IJ,,*f, p*ynonbe* aad tseLt a15r**-
es-pta aeong warleers te *asgnfr HeEgs tkt'tbgy'and th em-
auaity eA*tirier * reaeos^a,ble lt.Yl,ng H&g€r 4}} thcee elrt
*t**nile*h*e**&i?F ph**ewes €Ed t*ey kes s?:Blrlt+€ *e Es;*s*
plogreaa,&* }tuch sf, tlris a**npl*ywat i* sot re3.sntary *t4. t'h,F

pert ef; tbe lndirtdusl ei$e-* thsre f"e *3c&1r*15r €St wgh ha
ese do ebout g& clom* ebep, o1.as.laus-*T68 Larur sr tht s6tts*
*ksa..sas}:e**.tx.se wsss ese**ved by gh€ sEEpSeF+d* Ssss* l.n**rl*
€s5rls1 €&B:s tg Shey wnt te' find,sxtpSg3e*at *,y *eo*pti*5
16qg reduet$,sas refueod by .athe,re" fhe'€qtaelgetea *f tbe
el*e,suLste sebeel le th^n€ d**p*te etrca6 63-Bup P1:66s$r€41 Eao
*ap}opacat ls nrserthelaas voluntery ln tlw egeas tbst aeoept'
4n6s of lwlgr uese raEog would crcate dsosnde for treFG eaploy-
@nt. If wggg rstca xBfiB 1E*sred suffialaatly a-tt fr{.-stl"onal
uacaploywat nsu}d d,J.s,;,fr6arr fhus labour 'iE guilty of, a
tfpe of gr6up belravlor tn tho form of collocttvs bargaining
and otlionri-aa rhtqh eausee neny follor-wrksre *o guffsr en'-
amplopnest" Unenploymoat le s cholce takcn by lnbour ltsg1f.
3bomf,ora, slaes uneapXo3rnont, epart frcm frict*oaal trsaefll€y*
pent ls cEueed b;r wegoa boing too bigbr tb renady fer trnonirLoy-
sont 1g loser raSBB.

Aaynoa I Cb jactlon^s

tb el^er'aataal econom&gte HaE shethar & elxt ie &osey ssgs€
msld n.nEnaees enploywatr Arc msaontng of the classt'cel
lcenonleta La appllaab},e *n a perttaX anotyeleu but cleselael
e sonomlsga of tln cxtsnded tbat r csneluei,onc to tttc ccon@y 8s
a nbol"e. Thay auggested thst creF.pfoducf,{En a&G geaeltl E&-
*api,eywat e$ul& be Fct by e SOaorol cut Ln regoe. &lt whsn
tb&se ds 6enoral unomploymentt a ganc1gl sut Xn ra6pa sseoot
be aeau36ed ts loave dcnand unaltere d, for pert of thet delen{
rasultn f,rom ape,ndtng out of eush se{!€s* It' le thus iiJcely
tlrat a gonerar-l cut ir wegws sill lwFely Gau@& & vedugtl"on iJn
doesnd and 1rtll not in tteclf rFcDro?G unemnlsJrnen 3. I t t-B

th*refere elssr ghst partletr +qultsb*tu4 *ae1ye*a le ussble Bo

snelslars tbs problgm thsrousbly * and thet a€mo hia'd cf Sonar*l
c5-



equt l!'brl,ua ana.lycie is needed '
A general eqrrllJ.brium anelyela abowe thet Gr6ry

p*rt eg th6 6eonosy iE eoaneeted r*i,tb svsry oth*r pert ef, tbs
loonory and ths rcp* rcuaelcne of a c tran.;e I'n ong part gr con-
&ttloss ,ln anotb*r cannpt b,*'ti*nort6,' ,Si.nca aI} tba pante of
io*'--',i*on*g$ ar* I,1nk€"i togattrar gt I'e unns&Boasblo, ln
*lanerel oquttlhglus e.nelyeieq to x'*Serd tllc'des&nd fsr $?e-
Iumptioa Soode ead tire demand for inveetnent geode aB b€ing
ta*ipeaeel* *rf, aael: etlt*r* si*ea e '] xor'k€&E-srret.xo:rk ta
*A*ber *he ecsslreptisa goode Lnd,uetrg s'r gbs lnrestsaat $f9*e
1g€u€tty n ttlc vEIu@ of *aFlalregat €sF*nde 4lr esna.5!' expca6!-
tu3lA, en s€ItsumFtl,On pl,,uo Eon€y expendl"turs en inv*ate*o€: tf
sseg6npt*sn axp*,nd:[tur@ ri€ru1se eegataet rhl}r tnvestwnt ex-
p***t$gf* :LReraaae.a, amplaSpmaat wlll Xncriseeo' thiE ie ta*
gerr6g F€ 6aa€!1 rs*if * p.ald Ea estr€pres€urs urFing'eap{te}'
ge*ai enA g1rsy *m.:f h{$e HCIr& la,baur" Slua5.larhYn 1f I'sYeet*
&11*, rxp*n{$turs ia Esnatant but eeaeuapt*,o1 exp*aditurs *,s

tnereq6id r enpioymont iS ggeln *nErsseEd. -fbareferu ; enpley-
mat dcp*nar an lUe tot*I danend for coacunptlau ry"99 sl4
1nvea6at goode and Kayaea eells thts to$a} dcceed tha a8$rts*
g*tc affcctivs dEnand"

hlrthor.none, eecordl"ng ta Keyneer consunptLon dGeand

a4d lnvtatsaat der:nnnd arq complenentary to Eaeb, othgrr ghis
1C,b*e*ueg shsn €o$au6ptl"on expeadlturo lncreea'qe, lnseeMnt
Axpoedifurc fneroaees too. Hhcn ocnasla€rs a1t€ buylng nt€1gr

ralrrpremur6 rmuld be wflling to uadsrieho ts produoe EOsFr

A1ef$r;1yn uhca lnrcetecat rxFendl,,ture r{.ea*1 denaunpttea ex-
pcndtgura-*tff r{.m alao. Whsn thsrs le fiors Lnvestaeat1 Eore
i**y tsl$ bc pei* out to t*orkere in the lnvestmaat 6oode in-
duetry; and tUiy tftll epend, tlrie $E4SY os the pr*duete of ehs

eo*aohptian 6ooin lnduetry (altbouiSh they need sot nsc868&rily
op"nn iff of,-lt;. Ia alabeicql tbaoryr eCIlieun.: tion end I'sveet-
n*nt e5la& rlYsls. thle {e becauss it |a tirou.;lrt that tba nation*
*i output 1u ahorgd out bgt$ees Gonsuaption artd lnvEstee&t"
Ehergfore, wh6n sne sf ttiEr rieee; the other mrat $sseB6&'rily
fal}* lleasgs rben siailsB &rG cutq I't tltll lead bo & fel} ln
tetlrt cffective desand aad i.s tharefEfs $ors likely to lead to
EoFG unamployreat.

There ic anottrsr objestioa to s eut in wages l"n eny

eoog6srlf. rrhere nlsnoit ie ueod. In Eu*h econanalga tllsr* ie Ef,t'en

€, r**f,y Al3uets*r; &het i"* t€ 6eJr+ nlen'y l"e sften rugard.ed &a

;*,"f,"6-i f**d purehaeipg polror is terxee of Gocrr,:sdit$,"aa. It
c Y *
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fa}}ow$ from tire *xintEnee of tile rroftef; il},ueisa that eq€a
lf 6Onoral" iln6r:i.:}oyrnet1t 1sre caused b3r wasfs eVerywhgr6 baJ'ng

too ir:i,gho tlle s(,}ui;cn would.l;rubabl;g be to cut woriigral nee
tda"$ee;,-bgt r;+t tilgir r{1{,ru€g-!{.r,reiie As r's:i!}es e€,;5rar ltbJhilet

,noi*o*o wJ-I1 uuua111. reoiat & redrrctir:n c'f #Is!1Gf,*156$€sl it ie
so,t tiieir practice to wi t,iidrsw liisir L*bortr $hsnever there ta
& ri$e in t}e J-:fics sf td{ri:,s*g*;;r}$r}'5 ln Ke5rn*xf ni.ew, tha
peculiar cilsrsc berlstlce trf a developed none tary €€onomty
gcg51Unt fCrf 1rneri1i}ogr.;etltr irVerl ii' b'8,;* fa|OS itre1's peffeCtly
f!*xitilo srrd. co*t',,eClt3,'' 'r,,rle *=s ..;erfe*tly competitivC, thery 't

sr*rtd et1ll be uten:pll:rnenb. Ilanee tha advlee frcn e}aeeLcal
A;;ry-.' auttlng **:rey Hafes r*eetssg *ri_e1egdrTg,l"* dlss's-
tre13sl Keyaea, io**v"}. AIA ::ot' deay ths 

_ 
feet that E. . ***itlt

& glvon organlentioa, equlSia*at aad tech$tqua+ reaL wa6€s

end t5a ysl1;ns af, utrtp*i {lnd irenee cf onptoyraeet) ers unf.que*

ly esytlslsrtedn B$ th*-t! in gsn€r€lr &lr inErease 1* espl*yeen3
*Ln aulg CI*elg $o tlrE aceo*leaj;esst, ef a d eline 1n eh& EEn*€

of real **g."". "5- iiolrever, the renedy to unenploSraent- is not
& eut tri Essprey-Hail€g. d.. *8 daglLng in e'nirlOgrrne4tr *llthgUi;lr

"u*u**"Utly 
el;soeiabed xLtir laberf ia reicglvtns &' u;':.1,$ equel

ln value to e lar5er quenttty of, wage-=6oo6s1 ie rr9! tr6f,€e8&*

rlly due to lsbouris der:randinil & largUr quantity of ffi'6p-
trorirl and a wt1lfurgua's on the part of LabEur to accept low-
or nonsy*?rs{,aa !e not nscsa&ri}y e reraedy for unsnployrne$t'tr?
Oatttag wae;e ald oalar16s aeetted to Koynoe botb derssrallring
esd uusoundr fiwtnad hs aougbt a rray to prollperity throulStr

tngnstsry exlaruuion, public inveetreentn a*{i obher feinnc of,

govemnentaf actlon. Keynes wantod fovsr$se1tal aqtlon bs-
E&use lm EaH thg ueed for f nrS.Ee af tlie *'t)&dr from whielr e'11

sl}l baneflt but rcithout r*h!.ch all p€opl6 6et ln eRch otlwrre
S&$r

cr'J .l.t " Keyae e r oF .

6,-rT.&i. Kegtlg€11 o-.
rtt J.H. Keynes r oI' .

cft.3 pr?r

eiB* r F.1?.

clt. r p'1S'

:8-



CiiAi,'ffR II

gg$ LrrYI{ii$IA}{ giEOftE

In tile pr*:vloue +lu*pteru br* e&s tlise Keynes sB.E not
sie ":sf ied tribh Ei:e' e 1aresi.eal- tl;e*r3f'*, &*e hgs led ldid 8t: plrt
fonlard F tii*ery of lliE sxnp In tb{.e ehapter, hte eh-*.ll
atteralr* a brlef surur;:isFy sf his cox:capte' Ko;raoe ? beok, ths
Gsuers]. ifheory* otl'aus wlth tlisge sorgtrr lfI lrr,ave called t$:J..t
ffir i'ireorT of EmploSment, Ini;ereet and I'roney,
plaeing thc er:rpha*ie E$ the prcf{x ge*eral. istre objeet of
eush a tttlg ie t* eirsrt.r€Est tl:e *bsrae tcr of, ra;r ergurneate esgd

EotreJ.uelons,ui.tlt theee of th€ cl-aeslcal theery ef, tbg
oubJeEt " . " 

ltt It lras to be pel"nted out that Keynee G theory
being a 5snsFs,n- theary, deale wi8b aggleget+ anaLye{c,. fhue
whsn wp rsfer to any seonorn{c tertrrs euch ee eupply and de+andt
j.n*oao or onployrentr ln the contsxt of tbe $*-qgTql fhqqrlr; xle
ehell refer to ttrarr: in tbe aggregate Bsrrde *

4e *rl*clPle qf :i,r{eetrYP kFqne I

Accordtry to liayaes I e'ff ec tive dema,.i i:!E tiie Eub-
g&rnes sf tlra r,ienarrrl firabry of ErurloJrmcnt, n . fr? tbE volu$e
of employmant dcpende on aggregate demand, aad unemplofneat
resulta wban e6g,ragpts deffind ls defl.cl,ent, $f,feetlve damand
r,lanifeetE lteolf :i,n tlie ependt.ng of tacsme, As enpl"oln;renb in-
crcssaao iacoee lnerogeae. A very Saportant princ{p}c Ls tha.t
as income incrtaae a' eonauf;IptLsn J.ncreaoeon but by a ema'llsr
proSrcrtlon tira'n tha increese ln t.neom€ n lhereforE t in order
go heve suffLcient demand to auetafn * glvon volune of, empl.oy-
me$t (and heace iacoae), tbere must o€ e.n amount of lnssefurent'
equel te t,hs dlf fe r€nce be tweeu Lncorne strd tbe e o$6ustpt*on

t'J.It. IGyneer QgneEsl_ fireory of EaptlTsent_r op.

atrlrid., p.25.

Clt. r ii"3.
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g$ildlndi tu rs $u t of tlrat i*scr:ro " In r: tJie r wEfds , em1:loyr;r6:tt
canr:,ot j-rtt:re;rl;e or be ,"airttaincd i.ci;u .i','u - L,urrt .r-uCf€BE€rl1
?rhen colrgil&I!1t;-ui. tj-,;,sud:r-i;-l;:.e ..r-i; *ii:Jr"i; of iutolle.

DD * fhe ai,:f:rorate denand aciredul.c r Tha procoaCs or r€Eeiptg
(P) gI,IqS!69, tc be fort;,conn{ne for cutput produced b; varlylng
&nounte of enploy:neat (N) 

"
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(p)

.- fhe n.r"gfe;;;et*
whleh wtll "1rrrt

scl:ed,rrl-* t Ths
ri.ven anountn

proce*Cs or reccipta
of cr:n16t**o* (IE).

supl:l;r
f"nduee

Fllgtrne 1 * A;rgrei,ate Denand and Agr.rogete Strpply"

Ke,yaee define+ effeetfv* denand as tlie vslue of tho
$rlTg:r'ef3.tel C*:rand functi.cn nt tlre r,clnt wl:ere it {s J-ntereegtod
U,1r-tfre &r:;.,'}rcg*tc sun';:}y functlon,S In othe-r: r*orrls, trthe
rlffect$.v* rlcrur::rl- :ll cJ"rr.r:1.;1 t):l'.: ;rgfirsgr:.te lncone (;:r proc*crl*)
rrl:i-ch tl:o spf3nlff;cx.sirr$ exr''ect to rer:cJveu lncfir*:rivn nf tlra
i.ncones',.'hl-cb tlrey wJ,LI h*.nd on to *lla other fnctore of pro-
d*r"lians fpo:; tiie a.uisunt, sf eurr.ent e:n5r1-o-rrnront wirlch tlrey

{
's6e J,l.l* Saynee, FeqqIqI. {,|*grnr sF. cit. r F.2,5.

Point of Futl
Snploynent

lPelEt Ef
. Effe c tipe

E},IPLOY-}.lENT
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In fi.,:rFe 1r ti:e af.i..r€!,:';t te ,iil:,l,a:id .)ric6 CIr ..rrtlcoodG
is llei!.$[r:r]tl ixl.,.::,,;, ,blie v*rti,e:ail axl-n ;t'r'J t,irtl v$lillle of elei:lo:f*
,t:gnt .Ilo::,,.' tlte l;r;t'.LaotiLrl-i ilr;=;,ti.t!* tI,tin a;.-,..-Foy-ate d*crand $utl$*
duIA l' J.air br: ;,r , 1,,,.,.,r{11, i;,:;. !i-e p'l,q.,.rt, .r l.:tt.i.catinil Lllat dqn&nd in*
e 5u;1-t1*5 l+.1. j;;t, gr;,;.1i1r..)',,r,relit. 'Il..i;; C{)iiLr'i*iil.,l ;*.i.t;,r {i:e ilgr:and
tl,il,?$ $f n:l .i.r;ii-,1g-'..i.iu$.i. f '.. , ( j.,r e i;tr,;;li!;al th*<;ny) Which slflnts
dosn+*lrnl*i tu fiie riu.ltrto i r:.;J j ca ti.n1; Uhat tler,'and incre&i';g$. ,Bs

t;,rg iiri€u, fatle- l*ct1::-.ii& thg t*tal G**,.:!tt +f itsl €€$.Ilo;.if; €&$*
:lot bg i5er151.1;'+'; !:y ittly '-ilril;'f3' :'dly€3lr,;al irt;it, Ke3''*er u5{J{B the
;l.:,;qJLiitrt ,;f ]-eri;i:u:' sro:..,1:;,;.-'1 irr ;,,f*i1.rl+ ing; f -,-,tL ou L= ul aE ti:e
i.ii*it".rtiJ",*. ?jic- 6,pigi';i1;ilLtl il*;,:glrd .i;t'i*e f,rlf ti:e *U'LliUb Of any
giVer:, ,' ;ii};Itt ";f r;;::r:il+lriilcnt :ig i;i:l* i*LSri l3ti;i; *:f f,OAOj.ir OI pI.lr-
;sr,.t;i1 trhicS ir: *"i;l€+teqt ffi:i:.1 tl.ie eaf-c af tiig rlilt,.'llt whe:r titat
+li.iciint of labcur i.n s:,ipliljreii, ili* s5airct:aee de.:rand curvor of
'ii"13 tA.t;g.i;3'e6al,*r .i*:f-anri furre tiOtti tr*:if&::;*ni;ed 'by ,i)l) in fi;iUre
1) ie;r $*liedul€ of Lrie j:,fot;e$r1{i sxlreilted fro;,i tlie ..a}e of tlre
*u tipUt f*Slilb!:.r,: fri,.,'i \.,sf:yi!l^i: ArnoUllb,e nf S$.:r16yglg$g*

I;r & j.,r,rfi-t-rarlt,ivo,Led €s{uit}t:l.!s &sGi, sngrsi;rG$euf
!d:11 enFlcy tl.at nrlr3ber og iiorkors wb5.cb wtll yield hlm tbs
6l'u*rtest profitr ?ire tott*l nur,ibor of nsn cn;rlOyed ln the
whole aeonomy i.e ti:e toLal or &{;6rog8te Of thc;so e'r"ployed by
aII enLrgl,rgnsuflir A cart&in nln.ir'run a,mount srf proces&6 1g
ro,lulrod. to jur,t iniiuce 6ntreilrerleuFs tc u:iderte.lie ilroducttont
and lienc*r t* off,er enployalontc This nlninrun a,ti:ount of ilFS-
Eee,Ss sr price ie krrowa eg the eupply nr,j-ce ofr ta be exactl
t ire er-il:sg"atc aul:irl;r :'rice. 'fi,uat tl""e {r;;ra;at€ srrl';;15r cu8rrg
(ZU i:i fr.;;ure t ) aLcurs tha asrCIr*nt of, l,Foceeds required ta i.r-
duce Tntref)rel:er.iir* as & wholg to offer varSlng alriount,s of
onploS'tentg* &s t,hq anount $i lroceeds Lrtereare$ 1 a $roater
T*lui,:e of empl*iy:r€nt E*i}l be offer*{.i t* vrork*rg by *rir:'}oyer,,""i.
IicrrCer th€ it..;l.;r6gAte cuii5.,1y fur;etisti e1antS uj,; towarEi ttie
r!;,iht Aa tiia Biliourt $f Giflrllolmsnt inurga,'es i;; flguf9 1f
indicrr Ling tlat Grri 1ilay:iiea t inc r$ases aE tlia sr"lppty ;rrise irt-
Cf€&rS€6o

flrere will ira 6onie atnountnl
tlie :r,i,'lcdgcl* expected (r'tertrand iiric€ )
necs$&sry tt* induae gnt'rrgpreneurs to

t,f 6;;;plo3'i,;ij1, fer lsiiich
r*ill" exce,, d ti:'e jrroccoils
off,er a i,;iverr &.];ioklit sf

sJ
'H" Keynaer oP. Clt.r P.:5*
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eBFlsyn$8nt {auBply prj,ca) anrl t,iierr rrli}l be croffi anaoun$a of,mplaryrcnt f,sr sl*ieb t..e p**u"Jn- *=p* c ted far.r ahort of tt*preeeeds aec€aa€.rii bo iriciuee t.-u L ;;;t-"g-""rrriv*-"t.- iob*tweel tb*po wLit .,€ 6srae &tr*uat of emiilognnont fss wtisch $replP€ocds *xry:tsd cqr:ar tta i,.roeeer.Is ,,**e*ri.rqg to rualm tbe 6n*pl*ywet of th&t esqellnt sf, ta;aour ;,rCIfitable io entrsj:rc$€lirsoAt *f" -polnt, tlrs &$flx''e6a te de&end func tion and tlra e6sregatqaltpFlF f,uaetAes in!*ree** erid tii* poLnt of iat,e,reeef*.sn i6 tb€pe*nt ef effeg&l'v€' des-a,nd wtrl,cri sei,emllrr** ti,e vc3u::e of orl*pleywnt et {LBy tl"w " I}* f,f.gure t r tba *e}re{ule lriter*ect at&b pokt Sp e{}ril*spoading t; thr enou&t c.rt' iircceeda p ead tts
eol'rEne ef ea. Logmenc Ii. 'ir.e ,.oiat t "*i,ro*oi,t * t..e pgint ofef,festiee d€aa.ed. At ELir ,,;i.aiu {.jEireErrcneur$ riaxi-alce ti.eirprefit*f f,t rs th*re au *quimuri.rnn poin&* rf ca € :*r 3.sas
em$Islrggst l*'ere pffaru{ ;;roft te woa}+l ba r*duc*d. Xl€,uo?er,
Sh,*re le e*' fs*€ss te b*liere *liet tirJ-s pel,nt w*"}1 et:rs.*pand
E6 Ab5 E'eve3 ef {'t:LL *slp3.*;ms&t* rrlire e$fectiye derurnd asrrr:.".
*$at€d *rttlr f,u]3 ea;;Iagment iE ea ss$ei*l ca'see oul'y rl:,J"{;*d
xbea tb prcpeaelty ts congulne and tbe indr.lesru*nt 

"go invest
eGand l,rn s Snrticalar relationshlp ta Lilr& asotber. th1s parti-
Eultsr r*1atLsa*hlp; v*"l'eli esrr*spsnde lo tire nssunptJ-erts .;f
tlre Cl*Ageteet *fieOfg's ;;: i:i i: $;::i;:;e i;.o r*.1ri;i,'lticl r'*lc.tj.trr.:.'.:lij-1r"rn5
iiolrarotq effoctivo dena,nd r+il1 correepond to f,u3.I. enployaeat
only l.fr ttby accldgnt of de;ipnr ths gnp bstroeen tba eg6regatc
aupply pt*cq r torreanondLng ts full enploynrant and tlie volums
of €s:xsusptlon expendl.ture wbl"cb collau$ers aa a nhole ciroc.'r::e
te sp€sd out of, thslr incorne at fuIl empl.oymnt ls f{Iled by
i*rvssMat densnd" Aecording to iioyneer tho nsrtaal ilrveelxent
dama*d *g11ld bE irisut tii:iq:it i;c ftlt ii;ir: i,ap iil fu ll t;r:iiilsr,'*
mentr $ffectlve douasd v:r,uld ti.:ue be def{cisnt snd equili*
bragn t"E fficr6 ttkely ta oecur nt leea than full etrl,:lo;fltlent"
'rFor tlro ae ra ex*stence of sn -i.rlsr, f,ficiancy of ef fectlve de-
esd sey* and of,lsri r*i111 brin6 the irtctt*al'io of er.r1ilo;rnertt 1,,,;'

a etondettll bofore 6r leveL of ful} er,rploylnunt liae baon
reaebsd,# ne3-l en1,leJnneat iE ii'iportant only {i'8 a lit':itin.
ce,ag; rrbon {t lms bscn reacirecl l furtirer i"rtereast}s in effet, 'j '

lvg Esend do not lncrs;'ss atrtput autl ct,tliloyn8$t. In othor
Wrordss t!r* e1';1;!regete eu;;;:3.y $c:.reiirile r';ilt bti$*rrtg a vr*rtLCal
etrargnt ?tse wues fu}l emplolrBeat Le reaah.*!i'

5*I 
'*r. iloYneo r oP. si t' 1 1; ' ?$'

5rotu", pF. )o-'1.
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If . tiru ellin*;etl .i'.rrr'i,r:,',ititiclr; til*it teff:r:...'i3y $s&tsgit,e gi{u derr*.'6rt wero val;u, r\p.1-F€y-aL€ ar**o*-arre arii":r.e|;Rtceui ]{ taould b€ e,}lual ;rL aii i*"*iu, o"t efl,.lq"}:;r;*€Rsa .}l,aei}i-
Cgl t}rec,ry UOUI..* r\s?rree*;r.it tirg f.vo nel;sdulci:r rrs *:gu*,!g
tl.,<'l1f- tCOUld 1i.e nJon.,,,'tire $ilric e:lr1f* ni" r,r1l level;* cf eurplo;g.*rre:'rt. Sltree tlte, c-i-'nctr,rl roeoufr., ,,.;.-.:rrl ;tlr.;;11..s ,.rv ;riicq;,at€
tr.r i-n-duce fiorg Gx.:,il l-','l}c:-r"t, c{.t:lnet-t ti.,.,,i rt+r+t},j: enl,rsi.,F&ne;Fig
aud l.ab*rur would le. C. tu litl q:x:*a,-tsi,3,,. ,;.f, *rll,fo;,,i,rrl ;; iort,q
llt; €tJ:..nl1B is '.o1tu:Lgrriv lt:iC'ip.l,ov,:,jr :jO1prlv-^r1 ti.g: cIA,SS--
*el. il,eOfly l:r*lp.ks rl*un J":r ;:r1";6,11p!in;; to aJ:,,,l.,. ,**1;+rs J.aw ta
bh* deB:,*nd. f+r i::\tcGl;-.e!:!-:t* :,{s! alj rr! tlia i.t*r.a:*l*re *'r* i!l.*
€r];',.r fgnultJ.n..: fEEi.l &tt i.rter;;e*g i,= bhe volur;:s *:,f t:::rp1*3rrent
l""l-J.l hC Spent Oi. co.ri,e\u,.ntJ.ctr. :trd tner.e -*B rio 1"cr{rg;on trt bO-
i,i.r:v* tttst t,he ,"{.,i.fft:r-*:riic* witl bel d*voted to inrr*rifinonb" -if
inver*taxt denauJ rirr61;-. nEft ircresreig when ine*r,ts i;icj:enso;,
ilr,;';..$Sj.;a** tler:r*ti*s i*rtn6 €llg g$s L,ctgl sf {:ii.!lsrlr$1r*i+n ql*:-iaarl
*ti# i*.:ve*+*r;et''' *ri..ilj*..; v*+rllil hr,* 1+r;,:.+ than "r:h* ,:l.ii'Friti.etg

llJ u' fi,'ir,'11. i' , :l,r: r Lcvol e f iner):".e. incolre urouid tiren
f:lll tg ;l },*vtrI r:i; r."i.i..c.. tl,e. n,-l'rc;.:tt,& sttr.'p3y *x*eedg btre

€('n*i$itrp*"Wrpnn$ b1.' ";,lj,f n*l trral S.rno'ln t of *"ff tt,lent*
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ra llo"ro ar the far{;'*frve *ei;#ee 1J-n* th:sess $reer*gge abwe, tle ourput aad tnetnE of, ,*rr" uoor:s$y e*d, *,a k*ewn
+g_-gF ogtput-lneor:w rincr ,rrrrri *l"u" il.-;;;;;; ie .r?srooo
mj.&^l-S,sg. dol],ar"":, incc*,e (r:oney-incarne ag we].l &€ roal {neo.r.e}Ls el.^ea t,?5rOOO Erj,llicn doll,ai,,:. *:is ls *f"piy ;;;;";;-irr*
ng,tl"o'tql, output and the nat.;,::ral i:lco;-i6 are equel. Ehg l1neec abgr*e tbc conaunpt.Lor; eclre{lurc of the eeooorry and Kayues*sJ-le th*e ttrq protr,ii.slty to cilrriill!?ror tdi:cn *,}re natLc,nal {s*
Gcgt€ ts t?5rffiQ;nLlli*n dollars, the *rro.renal"ty t* cinsrr.r*
would bo l ae than t{i0 i:sr se*t and ss s,ot eL1 t}:e natloaeI
itlcgEie !{ilJ. be *pent en csn{iun:pt{en. H.lren t,be ne.t{cnal irleane
l-E IOOIOOS l-l}ton d,ollerar tle praper:,ait3r'to €s:rr*H6&€ r*ou3"S
be ltlo per caat e-ed thirs arl t:.c i,neore rll1 be g;ieut on cop-
suspt*as. Hhen the natio:ne'l i-nEe:ne is le*e th,en to(] ro+onllltsl[ 'dollarut ccn6:ri.ptton expendJ.ture, wtl}. bs greater tben
laoc&. ,'Ss e*rr blius ,ee*elu*e tlret st & eer al.* level of tn-
eew.? e*a,eueeptiog Er5-13 be equal ts ii;*Es:6r beSroa* tlret lsvel.
e,f f.nesse es*€r.rsi:tl.sgr wi.Ll i;e laa;s tlis.n *neomE, arid bEl*s t!*et
legp1 ef l,aeom ccnaurnFtion uill a:.csgd incqme. !{hat is
taforta&t Se th* tEveL of *-ncoee uhen consunlrtian ts leee than
tbe egt{ar*.l lncsner 'tlris ie bacause uulese 6sr,retirln6 ie done
te brl€gy ili6 gap betwaen the national ineone *sd the cotlnulnp*
tl.on o'. . "dltrre, ttra natl,sna1 incone wltrl f,al"l to thc levol
xbefe tr. ",J€ ond coneu$ptLon expenditura wtll be eqr,lal. ,'nt1"er

nefficl. coadttlons, tbe $aF ie ftllEd by inveetrn€nt. Itl ft6ure
Er shcn tnesmo ia 1?$rOCO ni,,l}lon dsl}arsl sorspsption J.s

l50rffi nLl'lion dollarn and lnvest,rnent is 2i nlllion dollere.
g5ua* cosggnptl,oa expendlturs ttSorooo nllli.on) plue lavset-
mont axpandlture (a5 miLllon) squals the natiortnl incono
( 17Jf @ mitrllon).

gha mliance 6n Lnve+tnont exirend{tufis to {t}1 tbe
ggp 6gtwsen lncene and conau$pt{oa can*ct be ceunted upon af
ifi t1ma* At {or very eear) the }evsl- of ful} emplo3rncntt
the 6Ap ssy ba too nlde for lt to bo ftllcd by lnveetasnt $x-
pEn6[turt+. g6e inducsmsnt to invest may not bs eufflEient
Laongb. Hhsn tb€ Sap ca,nrtot l;E fi}lsd by inve$tr:ent expondi-
turq urdertaken uy-entroei;r€11eurar.{t }rae to be takon by the

6g"sren*$tr--'ltle inducit*htt ts r;riyate j,nvestrieut r:ra3r bs d"8-

flet*nt not esly af h3-gb larela $ enployr:rent but al$s when

bueinoss 6xps€t*tto* i* low. Ibe prLnciple tb'at the net-
S.osp* i.nesge will be *rslntslsed at a leVel- wherc so*B*stl-rf,ion

ElrylsD.dltUm p}l*s lnYeststent expanditure equaln the netie*el
ine{ss, rae?o s$ the aaeunptloa ttlet t}ra propen*ity t's s$n6urilQ

rytts*



$gr:8{gE nlotlq $r le,ss e LaibLe , !; l,s}n tl:is ae r:rrnptton ls ;;ulin-'tg* s'* it 3[eaa*] t'!.&t t&eut*e .r;rri 6nr.1oo:m6pf e*nn*t rnerc.nr*€unLgss' lnrestmaas' increa-=*s * i'l;*;: cxi:r.l:;!ni; tii* i;,iportance of*tis r*le ef r:srr€ F;r&rt i* *re *:ie;; ;re *i"i ;;;",;;; r*hle h wlLL\-bc coHrs cf'ca.r La tc rr

*f th';r :r{L;i{r.,:l,iil J.;;+lur:r a,:iii ,l;,,i{* ;:i-s,::t}}ft,.s}i $ i;,*i: L".;"c+:ii* *.j::*,i;
it:. $IX*&U .:n *Sngw'r*r* j.,i)qtlfir I.cln in.y lelF,:l sf j_ncoric, tircr€i*' e fi,x*d ;;roparti*n "r ia*cne ilot'ii sirsni-r** €s;i€11r1ir.=t5.cn:;,:y' 'Llrs ,'pub;L...e . J-8 b us .rre.iir*se th*! the gJ3aye{.en p:rbL*,*
ri;oorjog to 6:ron,t /'r;0r1;gg' , ilriurt dui-Lere o.r ""tu*.pt-i-o:r wlieis
t'ire nsrtLor.ar irisonc' ic /u{Jr(Aiu :.-il}:,on Jcr]-..r-;, i,).en L c . r-r:r-
*,t6*.psn;*ea**t3' i;* trlllsl.trTe is S$ il*ir ceat. Sone *oople sfi3'3
ircnd raoFa Llra.n &. pcr ::snl and .;ori!e ;roople w,.1. ni,ond 1er;ij
!rar! iHJ p{rr ent oi ?,rc.r,r ii.co:'l*6 o.i aotro,inrrtion brrt tlul iivcF-
,iF t{i}3 i}e Sg #{}r **iirt. ';l.lr:n ti;s j1Tej.,;;,.. it,;t trr iji}ti&riltic :-i-;;
,:utu4lJ+i ilin f a.tr€fa1;e I ,,$spen*iE;1 ta 6o6$i"1rr$r A* dj-fferr:;:t
r*Ir X,s ',sf *Re$He ,ihe snount $f ct)n$:lnr.ptton wtl,l clrnn,l* ;rnd the
-;rairartlou cf c€Itrrll;::.':rtLon to, intolie rctll gl,co ciri'rir.1,e* .rL. lrebe-
.'iul.e aholrinir, bhg v;rr:lcuc ;liiolr.nts of congu:iiotlorr rrliich coFlruri-
,o&ds to dl{forant lsve le of itrcono .te tire t eclreclule of tire
rroperre&ty ta cori&iula t or sfui.6ify tlis f t'rsr.e,1elty to consulru t c
:t le the func tioniil relatlousL{]; showlng how co:igii:intlon
;.arleg vrhen laco.:le cliirngc$, Lt le th* rel.rtionei;lp ?retr*een a
;,':tysn loveX sf, incone i,rn;l sossrtil:j-tioa out of tti*t lncornll.

Kerrnoet As6llnpEi.ou t;,rl tlre rirc;rlnsLt'r sro c.$Iler$ss is
rclattv*ly $biib3"e in the siisrt rurt ls a i;snere,I*;atioa abolrf
ae tne[ cxpOrieneo and te an c.':r;eltliril lnrt of ttre e*:trcturo of,
li*s ttr*er1g. ibe ac tual ;;rcpennl,ty to consu:ir.s {aponris otl the
se&€b:'lerwd cugtorn$ sf tirc conurunJ.ty, l,Jle lnaofle {Lel[r. llutiong
ttre tcx gtnlctu,ra, arid, other factors. A trLSb;:fop&i1sit.f *e
son"6u&& lg & f,avour;rble faef,or bi:cause lt leaves a corl"etderab\r
narrery Sep botlsoen in+ane *:id cc;i$ii:.i}; tior ou t cf tiia t i::ecns
t' bs, f{Uea i:y ,i;ryus'i;;,crti o,:.;:i};:*itnr'*r i.f i:}"i* !rrrJ:iJ:rsit;i" 8s

csasr$w $Er6 lbO Fur eent f*r all. L';vsli: sf i:;colno ' tire:r a:r;r

level of income clu}c bc:;aintairr*d wibhuitt any i:rvest::rent
beins r"nq,l5,,red" Strppl"y wnirld i:IYrate ig8 $wtl ulen*r:il a:rd bhe

s,co;i$i:r$, **roii ,l** ;u,a?€l3ing ,:.l*n;i t'ir,*.: path t'o frrl'i" il;riploy"ient'
*r*t il.c avera.dg Trrfij,0-risit:l-tqr *rilil*lnie ig lues {,ir,r.*r loo per

eent r*r ax1-_'[*gb, Llvsle of, S,,cons and enp]oyment. on]y if,
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*see* faf,tq 3;ors onoughr rylti a trolnt bc, rsacpsd Hhsrs con,
Yqmrrgl{g.sd *sc@ ,ars gqua!. i'raf . uslear*-u*rro thlF:,lErer sf lae ese thG iresi.e ne-r.ionstl i"-"r o r-"rriorr-I" 

-*ir-
paqpsBgttoe. Lt I€ a lower le.,:,ii ber*s uliLch lssoe $lllnot lsr oxcept tenporartry. ti i="""" i;i; ;;i;d[larel*. tF publ'te t+irt rdi.gl {loge !t..i pest ear*ry;a l.n srdcrts *ttgfr tbir EsB,aE&ption dem*,rrdn livenbualty antffipre-nouru,vill exprod produett,** to mees wl.Hi tire *Lm*nd ak as,
aap}cartron* s,Ed tnecste $tll Inereere. 

l

A d,iatLne tlon ahurrld be , rade bc trcean tire evsra6t
Fres€"+*S$g ta *snssgi€ end th* r:xrr;irre.l pffiIrEaeit$ eo sea&re,
@ **?F'P Frupensitg t+ €*$suis *.s ffi*rF@66riLed by e*rneuep&*ie* tg} , €l"ytded by lnEono tx) r J.,sr t tlB* For *xi&epls r uhe.n
i'se{rw 16 trooorO@ ds}l.ere &nd oon$rus;,tioa l* S*:errsos
dsl}srer tbga t,ba &pere{;€ propenciby te eeE]Eu.BG **-ffirffis
4t-s***€,: !';{ .iW ,er $/14* Hhi.e ffe&ria tl:at 8S ;oer eeat ef en
ineae ef t ?G.EriiOO doliers wiil b€ *,-.ent cn csrreUErj. tioa.

The Dnsr. inal ror,cnelty to consu$e ie the ratio of
e enal"l ehgags l-F cerus{rnsption to a esall cheqsc ln lneow.
It ffigr bs wrlttsn ss de/dXs r*lierc d{delte} atenda fsr e emell
tgcron*at' ilocauee eo$surip tion i"rrcrsassn lcas thsn issaao
rbon lncaw l.neroaeea, thc ratls of a srrc,ll lncnoeso Ln co!r-
gq4ptJ'os ts a snsll increase in incor"ro ia alwaye laeE thaa 1*
In othar l*sr{e, di Le always grcater ttran dC' For axa.unpl'C

wtlcs sonaunptlon lucreaecc by-6 (frcn SOOTUOO to tiOOnm6)
rhll* tees*s inercas*a by "f il ( f,ro* l ruUurUOO ts lluUOrOtO) I
gbs @rg$trnl prepenalty to csneuffi€ ia *r/ltJ *r 5O pcr c6str
tble ie_laen thaa !!r* &v€r&ile propanelty to cssaure€ ushleh ig
8S p€r e*nt. Tho aarginnl proponef"ty to coIraurilB ie alwaya
See,ltOf tbgn the a56r{rge prOporiaity t$ conauffin Tbe lHar6S"aal

pra:renstgy to eonsums is i-uportant boc&uEo it tolls ur hon

tUa- noxt lnereagnt irr output rsi'll lr,aro to ba dtvid*d batwssn
conarfnp&ton and lnYeeteent.T Furtbormor€ e the l'iaf,l;inn] ]Fo*
pqncrty tg ssasuln@ ia rolcted ts tiia €orrc€p t of tbo Insset-
wnt nultt-pller*

{bg--&

fbs propenalty to cellsulle iclle ua thet thero is &

?S*" J.H" Ko,vnee , op. cit"r F'115.
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f*"trty dtftai''t* golatto**htrr b*tr*eon ccrrsulTlFtlon and laeot,reea* all lc'rals* * def,3.rr.lbc i*g*-o *y be furthsr eg?,ablgptrs*.behea lnveatr.ent and i:,cone. *.1,, le knora aB ilre lnraet-y"l- 1ry|tt'pll"er. !"6t us au:ipos€ tllat tire f,ovarnr*cnt epeadgt x*lrts&lt dollars ee publie'*o***. iiie natrc**e,r irres,:* *r*lt|*a *ncrsaes by 1 n:ilivn doliaru- ;lJili* in n;..t the ul-tlxeto fggult, $omo Sf t,l,e Lnduc*rd in{.,r*aee is lncosrg trlAt
!* spent aIl eg&str,sptt,*n. Aueurrlng g j,fplle.n{3*ffi EF esn€1xi6 cf8o grur enstr. SlsT F*erw:o d*llnre*$irl be 6i)snt on conaun t;eionr Ibt e xlil lnd,ucs lnco:.re to j. rrc l.car;e uV *ootfre; JtjorgpdeEreffi' ' A furtbar $o gnr c*n* of *il- et;g1rs do.Lrare wt13tie aSraa* sn G$p#ueFEj,on indu*l.nil en inso,l€ nf 6&oruOg d+llsrr_tes FFs#*6€_x*1! se &E Eintll .ece'ntu.slly inee*as bae ***reasa€=
by_p;ots?ogg dsllare e.s & rra,eult sf an ,crLgllral l.nerea,ee *;{ 1nllllon dollara La lnvectnent. T.i.e 5 nilllon dellar increaec
l"c nads uF ef 1sillion dollare fren the crl;inet lacrea.ceig **+a*'@af *** 4 .r. llinn dallare froa lnen*Assd *pRsur:Ft-
5.cri €18 a rueult gf thre " drrceJ incr-oaae in lncorne. fr:ls rro-
c6aa c,Ra be ehswn lE trbk t.

Sh*a t'!rg rergtaa} r.rrq;,:enaity to sone$n* {rri} Le SO
p*f aEat, the eharrr,c l.n 1aco,,8 will !-la 5 f i,rroe the change ta
lnvoatmnt. tbe mul t:plto r ie g t tlnt is, feir every dollar
mpont on invontnsnt. lncoru wll} incrsase by 5 do]"Iare,
0lvea ttra proSrenalt;r to co&6umf r;s can calculats the elac of,
tha mll.tiplicr" tlrs nultlpllar {e oqual ts ths reclproeal of,
t r:rlnus tha marglnal ,,ropenelty to consuclo. In our tablo tbo
narglAal prepenelty te conaurfl* i{3 asl:ur*d to b€ r,U I,€r couts or
S/tA* Oas nl.nue t/fO le equa! to Uloe a{rd the nou}tipltor ig
*qtr*! *E tha reclproeal of $rc t*liLelr is 5' b$a c&n aleo eal-
gtrlgto tbg nlult!;rllor in &nst}*ar H{I.'f'c ir'iJrb is riot con$uil:otl ie
aceunad to }6 savsd. therafore, 1 ninu$ tho .targlnal pr€pen*
atty tG Soasuras {n} Ls oqua} ts tlro nnr5lna1 propannlty gs

**vl (a). hls cee fhoroforos etats ttrc nultiplier ae tho r!B-
c*pr6onl of tbs mnriSinal. plopenat"ty t$ sarre. lfl:en m aqua'Le

S/fA, e eguatr f1l|A, Iha raeJ.procal of, Urc ie ). ftrenafore;
!d6 ec,n wr{.tc tha mu,Itl1t}ler {n two fornet

k *r T*c sr L t*hera k reprossnte ths rnulttplter; s thc
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sgr tr'tl'l' tbs sarue bt e*q*al. to {iflntty rrscn**s nsfi.&rlE wbe*fnecme .tae ::e,acsg1 frlft$uxr.:.tien ,:!..j,ri:rflf*.".!es tlr:t ].,dlf's *hen the Ll:.*€r-h86G in lncoruo 8e t; nt .. ,*--r, 
-r, 

.-.',,i,.;;r"io"",,*uran 1. lboectnlcx. valrre of n i.g i*u*|, t$l*try 
'.* t*ir-Ir, *"*au tl:e rsn{nufrsn 1/3 to 1/1oo c-nd $r) *ire r,r.i]:;.r r;,!*"r. r: rriJ.I La,:: ticrrieilh*r€ibc twees ti.e FttsFF of 1r) t: ro. hs-r.:en l. j-r.rearf eetj ilates tbr*c Lrrsl value ,of tlro ::irrr l i;:r.rar ..,: 

-ilc ;;";';ll-*{*,t, varietianrS* d,iff,*r*''t ,r-:i.*.s€ir af tfue trr;gii,:,,.1.{:i;i *veke_ -i{* nnts$p nIru 6c**tuail f*g* tile rnarl;i.Eel. i:rc*si:6l{1y 1:.,, .+1,.s}s;1ry;i{} s€o,iis bo }tessrfatrHlreFs b*t*regie-"tl,enq t!s{) ex*pr*ren ti"e* * s a::d t} ttreirg;hnucir ss'nffir to unit'.'t,ir.Gr t* s*rn; rrrtir t,.;.r re.sult t;urt rsh*v** *ir'* satrse. th* ur,rct of u*ix rerlda, f1ue *uattens lae'r.r,::1cy&€* t re-*ng c,*lt'ei..3,*r-a, .}a ,t nd 3 .3. b i**--".'.."** tg-E?* n €lre i;;*cE*wgt' i* 1ny.rrsi*r,:er,! t :,eq;;iret! tri ,...rotlr.r*c f ;iIl *,nljl{;rtrte*,,tbY*6. ts* drsefl t,o be +,t,,i13- Iurndle,,: r'd *i3rl"*er irrycc;tr,e:,,:txjll la*reaee tncmoe b',r r,;ore b!:an *].!.r1 "?.nsuni ,:f *hs !rr:sss*rie*t,
br;-* g,'6 31 1:isg'$s.se f; islvr;;.:tr:€Jit r*{11 pc}t i:,*.,: +;::cfij-gr:*r:t tcSift .tittt *,,*oneryr frent * li:r* I*v*i mf, {}Errf_r;,rn;:.#}tti t"* full o}r-
,ilol-nont.

I_n$uccrmat 8o l:rvc$ t

XnVeSt:'Ont i,rrj&fi t-r .,Foi*lti.,.lnil l .OnA tnan J.S cUX.n*nt)"tr
c0nltl,&f,. AILI;Ou1:): -nvi.:;tr.rent nonufll,lsu fakee the forx of
buyd:1g cxkltln6 rrlsrnlcr arrd *qu{pncnti,r anlv tire rrroductlon rf
ni}lf plqgts and equi::ncnt ii,t ir'r;:ortsll.t Ln i.oynnut t.ir.oory. .f."lcj-e ircgs,l&Bt tle iruFChace of i:xl.6i,{.;i; ,.lant nlrd cilri.pnenl ui}l
trs t rcrtr.lt fn tire rlrcur tl"ott cf ;rtl*litisnal i;':so& brl t ri*n:ly 1::
bhs tr*nefor of part of the s,;:.:;b{n6 incc;r,ro,frsn tha bu;+or to
tire eoULe r.

'Ifrg tnducerrnent to iitrrer:i, ;;-l'i..sQB froi'i bhe *.r.pe,'r -

*tioas of brrc;:t€g$i{isn tll:t #t'cl:, irivr-'*tr'l,srtt sJ.I} b€ tjrofttabtre"
Jtrcrne expectatl.o:'-r'; are bssed on i'rec.lrisua rlstlmnter: of tbp
fututre anrd ao tire vsluno of j"nveritnent flucttral:ee r"3.dely.
ihr$l"ngg@a w1ll lnve st up tn t,itc rrol.rrt l.;l,oilo tho e"tpectatS-on
fr1y1 nsw lnvcgbn$nt 1g *nrrnl. ttt tlte c()rrb of ,it,rr€'Ftt'iertt* 'Ihlnl.*
1i{:ss&s& ue.rritLly borrgv nc}.!€}y to j'll'nnec 1;'eJ-r l"t.vtr6tl;:rgn6pi.
liSfUgr' d.& HeyAeCt ;r-lrnl,yer!"4, t:,1,,r3 :!.ti.t.l:tt,rf :rtc:'t to i:i',r*st ;i.s de *ep.
r:*in6d by SJre rgt* of, i:rtor.erit J.:r Fslitt,{oi, to t}r,r 1rofl';ahfl$.t;r
of lnvg.ifussstr t*:.e ircufltxlb*,1j,i;y ':f j'nv*nh.;cnt t"l'iclt j"s

8J.*' Keyrroer oF' ris" I 1:"11S.

*tg-



aetualSy tb terpct6.tr Frsf,itabilr 11, is c;,Iled gha eargg.aalo fflcieney of capi+.*J.3

lilhs l{a.rzlsl Ef_fieiejig.r of _CaIi tr1-+__ _,

Thc pnrtrtmt eff,r,sisucy ot' caBlgar-&a{;sts af, a perti._cular typ le th€ bigiraet rage nr r"E"H-GJ*oot errlgctedf rom produelag eue -sre uai L ot Biui r pa,rtlruL, i..f rs of co,ri-t*l-$ns*9. ft€ rugd.n4,t *fftc;";*y "J;;;iifr' 
*.o ::en€Fsx L;*giro i.igtreat. rstc ot FEtuFn t,hieh ean be eecured-;*;-;"$ type.rf eerpl Eal inyee tren t, inve;,r ,ent ullt ;;;;i;;. sa long ae,-

Ll;CI marS;inai aff,icleney of capi+*a.l exeecrie ;h" rata of inter-
"r'ir&J fiie +q.ul.ltbrlss peeitlon wl.tf be *he pqgni 

"i.u* el;;;r,r*r }.efficl,onc;r of, eep{t&} e$d the &ss .*f lnteresl are
*i1xg11_ Fa.r aSryxirle r r*t u?_lupp**e bkt e *tcFe, buildl,ng *.r.&)o buil€ fer SAJTffiO aad dlt yield, a rentel of *lr?(X) *"
tn$ugt ad he'g dapeaeiagion BEr:. '*,Ein'*ensnee of Ae+g peF angusr,
,,,;*vin6 .* Et,Fotwrn ,ef $l,+t)ffi p€r annu€+ rf the rnt* of le'-
t+E*et gs * F+r,&ant,s'gt trEu ceet,6g5rw €s Frr€heffi a ei"*
;:1,1*a bul!.dtngs l"rc"i tha 5i'a{I"rl; Uuffifag wt-ti be rergb'$trtrffi @n {G., {s .coup}c tad* sot*sver, if, eb noey €ea b6
coffoffi Co btd&d tao.. buf&dfngr tbs oune lrs tftl"l rs€oXva & ss t
retum *{' Slnc00 p{rr e$$urn wirieh is 5 p€r cent of {:ha coat of
thr: bu!,ldlsg* Xntomst ts be p€ld on tho sonsy borrerrmd to
f5-nans tbe b*tld{ng of, ths r:tara [s 4 per wntr fhareforag
tt l.s prefttibl* ts borrow tile mse*y so bu{ld ths store* If
tb.$rts of ,sqtura !,s 4 prr oout, lt uould ..jsst lnduee tn-
vootor:a g$ bsrrw tk BonGF to bulld thre etorot if ths rato
of rilkrg is bal'onl l+ llgr o*at| th* ptore wtlt sot h hrltt
b*easgg *t ?flll trot bE profttablo ts tiorror* tlra rtoruf ta butld
{}
4el

g$g g8rgl$at effleianey af eapit*X. ds:]enda on hP
faEtcrw? (t) the &5;:ast6d 3l'*eldeo or roturna fron sn laco&-
yfnldtsg eFsstr neS tif ) the suppl#' pr'fcs of gha ns68t whl.eh
iu hbs ias*rffi if tbs prospr$stlve yd,Elda. tbo progpostiw pteLd
f; whng' a : f i1gt crr.e c ti to r ob te!.s f Fem tlre sal.e of tb6 ou tStut of,

ita se tel**ss6ta" ' eE y{.olda ga*s th's fsrm of & flow ftf, Eloil

Btby *.stsgs8 '€f651 s lRri'sd oJ yr?ftrg: in{e rsily r8far to ths#s &a'*

:+g-t#*I'tf*'i{ :" 3;' tfr: tN &' 
"3el 

;;; %;* IL$.
;;,;rqs H,"-i*rr-"i ti.+ ese*t, *ng i{ ss knsw t}rs c*r,t ef auch ss*
rrut*s tbog a-*oan*rlson of tlre rxliectod ret*ffir* l"ri;l'r tlm qscctr*
coet gsr*a ehs ri** or F,$1e kesws *aa t}w rnrrrl;{nnr aff*-eianey

-fiS''



ef g*$'hr- *ynee defi*e th. earglser efft craeey ef, €apr_ts3 n , ?kr€, rrou lr, i'd"E;e 
- 
rbo wr6tru* agftetaneyqt e€lcrr :? 

-b{ Fg cqeal- t-m"i-roto of *recmrat shiebreelt shr tbr pna*ai .v?rur "g ib" ccrteE-ii-rr*or*ce sreaby th. rs*rraE iepeeG+d fre .L-[n;iJ;;r durrns lkl:Mc $w* *"qff _6 te;:;;ut,]*r{ll."g p5efss6or sttt**d hesrxprc+ , 
: e* q*r{s&.rt*a- i" a[o-;;; 

"r' il"Jf?-:;!ire:*,&x Fgt , *,,, q{q&** **g1cct*,re Si*ld*

l' ::-* Pr€e " frr. =,+r 
+ €- *.r..arfu

fu Qta H, -+. pE@3eciir. o*terce r.n thc "rtu** ye€irrE rTer-=,ad, aE r ie g" aalsruar .iai;i;.Ii ;;:.;;i-do, or rbe reteof dr;dtr ffi 
"fi"r r.*tossg-as** not bo fiF 6affi fer?lgg ; *,bd_*t i dtd"r--"lrigie sh*y enp s*e*ea* *s k

{*ff*n*ftt -,, :ffi&s b# tb ryamet eeti*ideL* *ra,*td-*Eg-d-th;A:T- oet b- Efl_ Crq sasr. i?ere will -ip *"*-prtrog:sr r=Iuesf tb-p@r sffteteacy-ef eupltal rhieh uri,rl u*ag-tu'ffi sldfit of tb egeetl.en ,t.nt6 el":,altty* lie Hett€, *t"i gb
nsgbcr af ,, @a +sau{tter *r1 tbs prewog val.ua sf, essh xstrldk *gaegmt+4 tn tb trwr to br{ns uo atg""gete sf al.t;tb emn$t*o* lsto equality rrtth the Eurrent *rpiry prle sfthclr ffirsrltr

8rgsnffi of flustqatlEns ln tho ylald, of es,pf"t€I
acmtaj tsvostor! tsa F ty' eastlous about tave;tsonts tlist
r*gu*rr,a Img prr{nt of }ual,tiagt kf,erc Bbyprsflts$s. W ,loagrr gbe pcrled of rc-{tl.ng.

e&&
tb€

FForc to ba
greetcr eb*
te affcetebans*n' thn't nnfgrenesa, ci"m:ias Lane *a ffiey i.n Ler?ene

tbe *rynet*tfsafi ef l'nucstom.

: & €*rr6lnsf *ff,J-*lcncy of, caplta}" len ebsrtater*wd
by a&rert*ne *satebt}t$y and long*'tes dec}:!.gp. fn -ghs ehort-
rtl&f t's mqU$ngf sf,flelqney of, capltal ts fluetua$ng boccuee
oE Ch* {yaexte wtH.a6 of, 3hs rael uorltl. Ia ths long-nra lt
tsndsr ts daElino becaum lf tt, *.s hl.ghor tlrsn ths rat* of,
t*ntsrcat xmlm *,nvca@nt s:til b6 undertaken. As' more and mors
tnr**s&nt 'ig ssssrtekser tba aarglnnl efficlEney wlll bs
bsund ia Aoalgnc dua te tlro lav of din{aiehlng returne. Hbss

$.t.Hn kSEsPr oP. c*'t'r P''iib'
tS*. .&i'1l+f€r sF' ctt" ? Fi*136"

*&1 p



t'b€ ErgtFf r_*I110:e ael ef eaplt-el dccrrnee, !.nvectmnt ul,rlf'*l 'tbl'a FF E*€uLt ln-J';ffi t' rncsm. ths fe_* tarhs n*esf.ra:, afrieie;;;-";-";n'ri"i *;-;;"11i"", by & €orF6B_pondrn8 fal.t La tho "*i" of rotooeot.- i; ili; tu,n:;€Eer irr-rastreut EeJr not fall -but thle i;-;"is ;'r;#rnrT elhrarlsa.&t ,*op ffitnr the s*tc of t"to"u.[ i, es:uryd by l[eyaee ts baso''B or lces chbte aad_ FEels.*"i tu rcduetie# is tot LeeSt.trBr &E€r TTbt aebadul;-;-ffi "*rrdi;i-;i;I"io,."y 
ofeapLBal ls ef, ttEdsffinter r*po"Lil* beeaus it r.e EElu].yghrc* wery et** t*seu roil iJ*; rhreugb th,*- rer6: ef i.&-*.+reat) tbt tb erg,eeteeio"-"r e"- future l-afrucaea tbf,preeal.rtt ---t----

+:?orarag- !e E*Free, ths reEe of insEreat r"e dfcet-
?f,?y^.k &*ff, {1i ih. eaL ef i1qurdiBe-;;;ul;ulJ:=_
l=J :--lTraltr of, &nsy eralisbrs ro th€ puutlc.l2 Liqutd-itf pnforaaec ie & deaire of ii-rG public t" he1d raaay J+eb,ftt SSryqS 6f .ryF$ saf*re ta etl ln* eorne 1- FF;-"i*ys,sd FY Cayq{to ta thE handa sf rh* pubu.c.

- %fqlfdf tqlprefonotrsc fs a potcnttall,W or funetlon-e'l tc$fneFr rb$.eb ftxee tbo guanttty of ssssy wir*eh tb6
q$tr? !+13 bsld r&lla ths rat€ of faleruEt io- g*vcnt ss rl.artf r ts tbs sts of, intereetl l'l tbs quenttty oi roocy arrLLthr funetloa st ll.gutdlty-prof6nrBco, w have Fi a t(;i.t$
Tbe* *.*,t 'thret pgeeRa fer paeptcta desirE ts IroI"S thai.r
ee*,te g,a 't& f*rs ef, eaab, Ksynoa elaesLflea tbes nc {f}
tbs tmm**tlsne eoklver (l$] tbe pr:@eautioqsrT mot*se ead(ll,f) tbo openlntiw aotJ.yc. Of tlreee threo notiwer tho
thtrt *c t&t {eportent ses baeause of, {..r& accssssry eond{tion
fnlr tn6 $bttb, th sristocce of, a Llqutdity-pre fcrtno$r_ for
mowy ;e * m*tne ef botdlng waalsh could not oxlst,n'l* ry
ce#t*"glg,,ts &h ol8mnt of unsortalnty ns ts the f,uturt sf

tid*!t* xssaes, {tF* clt' r F.145.
t%$.* 

Fg*16?*8*
t'rbld., p.168.

*,'&ga.o s*16$.

-83*



the ra b of lateroet. Thrs te be ca:ias tf the .. . r... .rte{atywrt& s'ssFcd te ruk*e.*6u-Ir-iii"'il*i'r.ni=r", tt re rpcart*lsie *enr!'d b mre preflit*'ol€ t€-pil*rr*i-r'a'Jui thau ro hsldnrq@S w * e$erc ef,'vatu*o

ry pnrerttrca e{ ns&ry hsrd undar tha f*.yst sati*e.i€ dsEs, # *le.34!* ,* ry*i 
,e*e*ge;-i#;;i*,1;[u-ffi; 

;;"arr$iq, rffir?l*$*i gigir-fiffi- snrr !,*sra*, aie" tu,vorrw 'sf ', y"s*sg{ieu F'?*iiffi rhtu"*s{id,-*u-,dfu.S;s,ft*t&' fa&. s a re'w,l 'iar'*nsry .-d ;;i;;;. s,*: *b iaver,ef lneerre .{*ai e r**eei";i,r*-;; #@y Hi.r.r. h hel€ heu^e
:r"":*FF* +3 eeerease. r;tu:Itarry;;t;;L;ffi;;;illsrsl. r* a. * Er vsr$@ oi,'*a$-dil:a;kIe'Gil*G !.r
T*_T3*fo-* tdu?T 1"ro"u-ir -";y-r*;*; ro purebae rbaaffi erus,t oi cesrEditlee aB kiore, llor:ey i€Lil uecer t&€sceeffi rut{rc er€me frca the deeis€ 

- 
ts ue luii-to;;; ;foreeese SFTtsBFelas sueb es illneee u* .,"*ii"it", il *i.r*Lsld t€ alss rcIetlvely etab!,er

- frG 
- lblF aoq ir"portant notr.ves the speeuratlre

*o tJ.v* t }s 6cft as '. . ,lhe ob je et o eo e" .rng profJ t r*:-noqtcg.*sttcr than tha nnrkat ebat tbc futuro ,idf brrr6
fort"b.615 gry f9ntre bolal eorsy bocauoe ilroy egpoct ftl
salsp ts tnEre+r_a tB tbs future ao that tboy caa *uy assotg oa
bc ttcr tsme- la tb€ futnm r Thig prefenenca to hala nonoSr J'c
grcetlgr taf,[ueaaed b;r the rate of l"nteraetr Hhen tire mts of
I'aterroet ls I€u tbsrc la s i:ree,ter d,esirs to hotd argqoy tbsa
$ thnr .,}tes ti"quid nsoo te sleh ra b,,.$da n 'Ihie ts duo to tuo
qeaeoncl Flrutlyl xh€n tb€ ra-g* of intersat la lqr tbcro 1€
nos€- l,qef;fg&od thEt t"t H111 taks & tu,rn and rlee iE the f:a-
trrsgr &eon -&yn tf tt doca not rlea aE antlei'patc€r tls ls-
torcet fopgow 3s Fsry llttle *nd tlre loes to tho elweuleter
wha hslda seEh *.sstead of bonda wtll not: be 6reat. 'Ibo vo*
tr.rmc of, &Entr hsl* utrder thf.a grgttve te Fsry unsteble and srl-
Frydj.steb[o bo6aurn t t deponde en Gx;rcctatlons abaut tb rate
sf, !*toregt tn ghq' fttumf Xho ratc of, tntereat ?rt'Lt fteo end
f€rl.[ sss6$446 to fhs doqs.ed far nouoSr under tt$ 'sFeculettva
*oCri" 'Suia-th& riereoa for monay under thie motJ"va r{'eca tl}s
;& & f"A3,-o* "ep ra*ep end vlen ths volume of .'nsy-*o-
.*"oee-fqll€',the r*t€ ef iiterest wii.l fa.tL &e rate sf ie-
;;; ;-p""d" oE factore whleh are peyeiroiogieal in nat'cre.

,1tr-tlbldr r Pr 1F.
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*bg L1q'*'r^erty--Frofesr',ce for aoecy luerras+e' tbFesr of, *ar*rqEt hao, ro- risi- i;-;;*" rn r,idleo paopra tepert w*th 
'i*utd!.ty* 

i*teroai go-*u* r'r*rd fcr pargtas *ftthllgu3-{3&Ir; and 1f tt te ug1l e".i,;;h* **pfi-"*irl rrsk,stviaeup s@ sf Lhs{r L$"q:r{d **ih. "t{iur t1ro rnre of lntcnast ataay tlEns I ktng th* nEwartr r.c,r ,,o "ilos"",I,l 
"i*q".ti;;r=il 

eeg*reg?, ,Ef, tb geg&}1late6,ss pf ti:+o*e nha lxl$sena s$*&F te
tr>; rt sl tb tbolr -riqora son troi 

- 
o"" * 1 t. ri* rn te ot in ue rea tts ,Bot g&q, ?!.t#,*rhle*- br*.n*s tsii'equi.llbxi:,:n the d.esryrdfer $wFeEE t€ L:eseej+* s:Eb tk rearilnesa so ,,i*t*ir-, f;preeant-csnsr*ptSaa, rt * r!* rprl_cer whieb "q;ilrb;;; eHdeeire ts btd wartb i"n tbe forr sf *""u *iti- in* ,v"li*urcquaatligr ef 9eah3 - shieh r"prii" ;t;-r; ;;' ;;; ;;;;roa!

ry,$g *?tTt'f..*** t'f te F*€Erd for p*rrttng wl.th o*t, *o*d+tr!+iryr$a*.Gk e#i*€,s*ts Es*exr *f Lsax vil**rr i*--r*nii-:
ff+Ir}d lfgsh ee bld ssuJ,d exeaed tbe erntleulc cuppli* and t&etif ttp rata af lntareet HaFe rarsed, tircre mu].{-L.- a s,:rplue
a"f €ash 'xb&ab lr+ o:p wsuld b* xi"t-l$.ns gs hsld*at6 -r

f,bo rqta af lateraet fhre€ustae stth tba *e'*nd e$S
suFPliF of wmyr rhs auppry of aaonsy 1o ft-p6 by th ba*crag
s$strur SsgCnEo tha aunplv of noney fa ftxedl by tbe ban-l"Jns
eyotcus qks nabe sf lnteregt {e l.*r.fely J.nflurnead b:r tbs
clc:mad fer monclr* [M donand for noneSr rlorlvas frors liEuidl"ty
prafcreaao et tb pnbllcn tb Loua r the rate of $,nterestl tbo
gres,tcr trl.Il b{ts tbs llgutdlty-profofense and hanecr tha desaad
fer namytr Eb€ rqfilrcq ls al,er tnrer Sr*refo*re 1 le ordar ts
equ5lLbrqt€ ntbc deslre 9o hsl't H*alth Ln tha fam of ea"eh
*{ch @ *r*l,l"abla quantlty sf ssshtts tl:e rat* of intereat
nuet e4{tsor bs go€ higb u$r tr:o lor*, If tha r!&te of I'n*
b*rest tnl Ges F.tgb t-irE su,pply stll h€ Llrsatsr then tho dtna,ndE
if, *t i.* ts lm ths dsmand wsuld be i:ru;rtpr tlr,an ths eupplyi

SqlS t* baakS,,ng *ystcm cail c'rntrol ths oupply of,
!*o$€5rr If tsi p,rblte dcss,rea to hold moFs crubr l,t rnus& bid
ug gfts pr&6g sf neaeyl *asr1 the r*te of iatorest' lheaus of
fe e$tX,&g!l" te fbsesp the cupply of money; the baaklag *yetom
1s !.n * eg}ig6g&e pseJ.tton ts nelatl.oa ts t'ls rate of I'ntcreetr
It t6 grsgtg I"nprt*nt !n Ho3fueef f1l1cy thab- the :lrJr:1ctatrry' au-
thorr.ts s[o"ga bc l'$ a et,rong pcsl"tlon antt be able to 5nrruuc
. il""lbil G&,tqgy peX3.ayr be*aorra tiren i't cen ta a eertel"rt

't6r,btd", p'16?'

*r e+ *.



i:rt€nt €ea'i'FF3. th€ rate of r!,-ereuL. i'or -'r1 ..rrrc€r ,Jurrn,3 a.ie-rerie.lcnr atr €asy:rr)r,sf r.i;^ i I;;;,-|,;; rirte,_,f Ln_
, G!r's,.':'l: 'rnd kggp it lor*r. r'l i,., n.1.. .:...( .r,r...c 

-r-,y€..: tl,ent cineetile fato of tntEfggt j.e *ne ef* l,::,,,, ..-_.. ,. _,r;,;ixa:rt,;; .-rf tl:e tn*rtitce';ilsBt bp i"nYgst. 3ut 't}:o rirtf *f r ' ,,,, l, l,ri:r i lr:rplJin r,l.il'l'.:'ti .,i.nfluencc 1,nyetttl,r€ut 1.a *. v,:t:,: srs*t *.,:,t,*nt,. o'e *'ore
.iir::..';,rL&st dCt*fsrJ-Sqllt uf anv*-,:rtr.€nt j.:,t, {:,,;* r.,r*ii.frrl1 *ff{cten*3,r,f ,.i3.ii'!{t"&} ldiri.ah d*; ende 1,;!; ti}i:}e.c,t*tis,:.,r:r ff .i:r.v,T{rtcr$.
,:,lir t.r ti * *. thq .r*tg,. of ln t:errst fl'n rlg.ae"y p.lil.,,r..: ,- 

-o;;il;r, 
**"rrt

Lr. i,o..birr6 a rt€Lg t€ iag ].egel of er.rploit:ont, ii..:ci! it soBe
iii ;ri.l','"*.l,srd go uhlch tlrE rrarglrurl r.fr:J,cieaay ,ri i.r c1E1.1ji.L*,L.'a*g€t
.dLlL aitdg 1f tt tS to tr€ neuly '.)ro luce.S.i,f i i"!.€ rabe of -1.--r.'at EBXI irr ir 6*Es!{9* 'be re;trrdod i,.Er tbe ier;ive detemriaa,nt
.;.-Iid tira marSlnal of f ieioncy of capltal' is ti.o *c tivc cie i;sr-
,.i;,ur&t of t,h$ iad*ecamut Lo invegt.

Ia ghe Eeymaian e cirerne, the cotruErs of anplalment
a*d i*c<lrfrE depqada sA tbe egfis{tgste e,f,fccL{ve de*sled* 1t?uts
damaasd {s na& llp ff, coasufiritlon dem&nd and inveotnsnt dc.nnd*
.ttr€ conaunF,Bioa dcue.nd 5,a fior€ or legs ata'o1e and l,redlotn'ole.
iio, tlas ,ero txportant deteffi{lrant of e.g$Hf;ai€ donend, e,nd,
irc:loe r a-ilplolp&rl b and lnccnn* te lnvoetrmnt ds$end. t{};on in*
y*s tr$&nt ls *nereseed lncone (snd s;:.lovnen t I wXIl inc re-1ee
by it ogf ta*,n rmlt{ple of *lc Lne rsasie ln tnva et*en t tr tire
:",ul1iptlsf betng tho FBCl;3e661 sf 1 rd.ntts Llrs *ar1;Lnal pro*-
ponai$ to, es116u& or gh* raclprocal of tlre l;arglaal Frepen-
eity * fr3vgr t$ {nduceasnt to lnvsgt La deterrtlned by t}'re
rste sf f.ntereat Fsd tbe sorCtuql efflc!*ncy of enpl'bi;"l . to

reta Ef lntg336t {Is norc Or Lees *tablc or ratick$r. T}ttl's

f lucfuass.ong !n Lgreetnent sre l.ar1ioly d';* to tlre fltrc !;r-r*t i-cnn

"rs ,ths Eer ,ef,f{aloney of c&F{-t.a}' ,ilrc rrylrglnal *fftei€::*
;t ;f-d;i6t iluetuatos Laeu,uso lt le :..r,.srtrlued bv tlra euppl;r

ilroe *i'u*pg*i! arsqts snd the e.rFec taticn$ of is,vectors o rn'

; dynne{e sitt+g6 f}ue tuatlegE in expsets't:drns of j r'varlJoro

*rs ?€rr o,mn"- thus lnvo$Lxent frue tu*,tc.*g ";id$ry" rihea

flire ttlst*esry f,n ebv*Etrasgt oe*trf1 ttlew i:s flrrctuaticns lxl
;;;i;#;;e;bl-*ilod'- tt*" ts roushl3' tlro ouill:re of Lbe

a:iaiyalo of, tho S9-4Pra1- Iheor-r''

1Attrt,!d., ltrz?3"

*flS*



Gli*i:-islt 3rI

gI$ q*& I&tr=l Gf l: iiu: 'i; _ $ 1,*;i g

A I&{}liS 8I;AJ., Art*';tuti.ili

Ig tbts ehapt+re ri..'g ulr4J-l uj'neu;:r,. L".e ti;geretisitl
;,lr,:p*lot $f fi,goal llelic-v ee,1.t ir:6',,;,.,s-i'f,** b]r'tiiE i,oynccian
.;r}-r,,ris. Tlre prgc&ieal exu: plerr ef ll ': irngrle;,ente.tio:r of

lie;raaer r*eg@*d*t1+$s f,ef ptrl.,X.i"c eFerr,.iinij &i' &n iRcarre*
,felttdl6*Sr SSd th* g.::eiitr*$e glr*+*.i:'Lqtxe{! i& l.rac ii6e b{;:1 be
i.*uf t f,*r pxt *,i;&].rtr.:r'* Fisc;ll ;,erliey in tlre Kapraef*tn
l;gll6ffi $,a a v8ry l;E1.6*Ootu* *ot;l ta rcll;ic*y Li&et,..l1s.:::'i6ut;rird
,'! fall ln &h*:Rrcti$.n$t ixcttr.*' $'isr;;rl ;:eiic; ir:o i'r u i:r"sad

1;;-i{i6r *bA st$}{saiion of Sovgf,nr-iegt srr€ttCiJ}4s taxiq6 aacl

::ar:roHttrg fel'rsrs As & coatrSl of, econorric atrrbLlity3 in 
.

rrtirer $orde lt t4r & contrecyct-i.catr cteaaunor IloB ai*r of, fle-
nEel ;,ol{Ay Ls fu}-l orili;}o56ioat wit"iiout {nflrrtiorr'

'i;.e(Jr]Fg tha *nport4nt f*rc |gr ',i'icl, 
dc tert}irr*$ Liic lcvgl of,

tr6'fu;l-""d-1o"ol," is ttr..,|uo l* . 
u{fcl tit'1 T::i"j' ":::l -8

,*ri*, ip qf csttslrspttrsn decreii,l .Ar"'d iuvct;tr'tetit dei'i'll;;d' {'ou*

:1r.*li) glf,e C**iIa *id- i**uo t"Ere$t tierrarrd *1r iri tur* ;,rrtrdr up sf

i,rlys,&s osnarlsptf.p"g *nd inveatfitent trrh*s puirlic colrstr$ptlou

i*rrl lno,*gton&,nt* InCosg lo egual to cpu*r;'t';p t'ion ou t'}u{b ii}uc
invset*Ent output, gluc i::porcar,t iri Li-e rieyrrrsiall {r'h6xes lu
tlig faat thgt abore a $t{$fui*I l*veI of labiolal ittcat:co son-

lrir:,tpbten ,Ex}ryndltury i; "r";q* 13:. []r*n lrrcsi:re* rlis s&p bo*

ii,rson e p+rttcular LeveJ' o{' i.,*o*e alrcl cutl$ui'ii} tion €x;:stt4i Lurs

;*t ttlas lovs! cf tncorla x111 hnvs t* be fiLled b;' invr:etnne:rt

i:::, :r*rrdtrSusp lf th&t ;'*"t'L'*lutt l*vel o{ inccrr:e ia ;:*petl to be

ri*intalgryd. ib€ tr;t&&*r-iiru Level- sf i-:.cc;''icn ii:e 
';r+ater 

ie

ti:e Sep. fbe raforNs r I{;d;; if'ooi:nt t}iat at-i'i;h levels ef ltt-

oilr,i€ prirato Ssveetment'ii not euf,fl'si*ng ts ftll thi* f$tpn

;iencs Abg SpsO- m*t lra,E to do *1ti*Lltto;l *f -t* hoi:e$ to ;q$in-

tolntlrengsblerc[*fi-;;;:.srnir"rlv'durlnsadelrreaaittnt
whea t&e f,.lrdussmcnt te prlvata invcE brenf is fallLng ti}g

d ffi d



fro?€r's#at ehoer* lateFrene 80 i,irnt tha ee*nony ean nFoap*foTiierc ar. t*,o eour-ea ope.cd te tno r-r'cFr',r,r:rt in sueh aeltuatxon' Firatry, the s.overn*rnt c{rn rrrdqrrta,:,,6 lnvegtn*e*toxgrcnd{turc ef tta"'arya rn:order ;; fxtr the j{rp he.N*ree,, dG;l**nd and .LasoEB whteh i* etfli l"tt af tsr ;,,r*-v;: ts tnqeetmentand qon"6lraFtlqn cxpend_lt.unae rr.t\,n bagn rnrrde * ;t*cn**ly, ttrerlcg*51*tt-*Bt Sqn Adcqlt & :.rd)l1*-.o Hlii*Lr r.:,i,.!.?. "t.r:5"r;,.t.3e tSre iie*rrrrrid for c€nsruupLron o.riput it{r.. ti,:rn nirrr.owi,ril L,rs._;ap tre-tt+$err coess$pttoa *n* in'*$n* at e p*rtle:r}.*.r leveL *f {acemeBtt thst lece inyeatrmnt, ex ,anrlitrrrre .;-;.-a*A-eo ; reintcrln the.tloval. sf lncw (and r&Flo;onsn*). K*,...rnc* *,**r,***;;;-,aj;f r re t eoui:E€ ef ee tLen tre a Bri Fer HlJ, to f,ro6, .e rL ty. Thl-e 1sbee*lx# ww*a thc $a?eFna*nt rrndert*l:ia :n""ot*en* Lt,lr51l. bect'*attag anploJra*nt sa tlrnt {neo:"+s rr3-ll. irrcsa*Eer Hhsn incon*ingtg*6€€p ssselx#p&icrr stlt inenrsee tca* gn ifri ot]re" G*l* -
r.r-"ci3 eon6'd.epi;;lga ia incroaaed throrrgh .r-oversrrellt, cIle;r Ir,,-v**nffint s*sd Est B€c€ssartly iRcreee€ lf tire 1ngren.*e j.n
cr;rim*ap$&ga *ae.r|d csa b estiafie*i try osleti-nf lrredue tLve
capae l"tY'

Kgynes rtlcolffil€nded lncreased r,trbJ.lc :Lnve*tnsnt a6 R
;o!rsretor of, oaployrent and inconE, pnrtlc:rLn:.ly dur{n6i &
dog'lgt*1*o, bssarrgo cf trro rsngsnsr (a ) hie tlreory of a;,g$e-
gabo cff,*ot*w da*rand and (b) lrla concent of ths trrvaet::rant
rrultipllAf' tbc tarr;i I i'rtb}lc J.nre Strrort I i.n thls cont*xt lro-
ferc t{t ery gutono$sua Lnersar;e in rtoverrrnent orrtl"ay and in-
qludsr eubal.dl"eg anl 6ranta for rel.Lef as well ii{i nubltc Horke
sf, &iro llom dumbla iyps. Xt apnonra ttret Kc1'vvu* I,lnaslf
tirought theb pUbl''s $Ori( tjrofitral:rrngB arO a nOFF lnportant incone-
6'enentotr tban eubcLdlee &:ed rsJ,,laf pa;rnonte, l"{han :.ub}tc
ilrvertsagt axllosdl.tunEc €!E lntendcd rrs &n ineon*l'-f;Ipnsmtorl
tirere a *re queebleno whteb trava ts ba aneuer*dl {a} ie
Lovs1ro,g;n$ egpedtturg juetifted in ierrrs of i,'ond economS'?
asd ( b) .tE tt qf,f,eEtiv* Ln fianer& tr n;' er,rnloyrnent and incorre ?

.Ntrc eaaffi&tr to Sho flmt oueetj"cn il' rulatlvel lt ia a c&se of
feou.Ed f1-ngse*t tlGrgua tf,uRctionrrl fi*ans€t' As for th€ r*6-
co;1,fl qgfiaft,l6af {t is enssercd by t5€ co:r€opt t-f ths *rul.tipLl-*F.

$q.r4q$ fiearye* qp& ML*s$El f+,q#lqq

6onnd flnrnce ealle f or a balence,l brtd' e t. fhie
fisrln$ tbst wbsa Ehg,.i.nsoa;8 l.r Isu tbe tiovernnent wlll hnve to
cprb tt8 gspfAdtturalbeesuss ,qovsrrunent rsvsnue would be

eur&11,. ef& te €ontrcr3r *e lisynes I sidlw s15.eh le "i-n fa*€

oz7-



r'rrltctioa"al ln riaturg. j,.utlr_ L,c.::,;* 1,. ;..i:r(;c . G iiu.r, €rilud uit,bscs,'**dc, et'eblLltt, i-.e*, tbe ,:,f*;\vci*t,on ,;f rrg*rn:r:,ri+l' ;in;di nflati*an lqthsi ih"" u,iag"L";'; tai;ir_r. bJr, .rrriac riona,t.ii-n{rncg s{bttld ffisr:}t J.l: l.t,1irc..r_**",..oourrtr,,o:tti sxr:gsg1turc in? de',roa*lon ru omer ro rlf i ii; ...;;;;;-;:;r; .,o itr- f ur.irer.:.r-'!"'cl. of an;*loJmenl a:rd ,r-r.;eo::r:.- 
- 

r,,r.r, :_.,"r.,.,,*rt, 1.,$a,:,.1r*fi rccoi,r.l*ttd,_t' .

. h:O-1* oGoror:icts, i*-*r:vLr, u;.o Lulic ved ti.at;i{rv€f*&snt *lytrld, not 1,ar|:l,ej-go.ie ir; .r""r.*r,i" ";;;;;" "-aL
, 
::TI. 

uf, ffre_areuired t:.ai iL-,."u;;;;i-;, ;;_,;-ilit ;;r-:;i.*.ffi(E EiSA BUAeneGE ;'fOfite aI.C . eXfu..i-;e;.. .,ilr:Cg i;l.e.'-. i' cnf,il bghari.or of "y3r.:/ crr i rsi,3...-,,",. . - ; ;;'r,",r_lJ,"u 
-rlrsitu 

Ir t; :rattonsl inconre wtil iu ;;;l;;. ; i t;.";; 
",crvrj 

r i*,c.y.t iB*
, . r i{rirgtosc Tb6 rratloaal ir,*u=,e ;;-;i.; -;;.;;Jrio,. 

or bi,ciEL;.;=1'f&s-:s-*, &lA ,tlrc prcf,i-ts of, brr*ine&#ri€r-l #.ili ;r;1y a s{:s,a} F*r&.,i' blrg r.ahlonal lneo@. Ehcrefor.er lr= rE! ::.,-L scr.:.ec,i ta
*.ii;r.;ur:rs thst the naiJ.enaL lnco:.:re rr cc*J-al i+*rfa.re is &*.ixlniis*d,i.;j:,ss buegJf,aeq prpftf* as rnsxr,sised. t?; ","tE""i"lii l'* ::,rE-,l::sf;{ss i.e tba exfr*rtation of _r,--rrf[t. Bu$ire-*,.;;-;j:i irutr:irricrtskg ti:g .:roclrrction sf, goods unlese tire ineontive t ex-
;; * c b&tisa ef prEf,j"te ! is thg re * frc;* ;n:: ?,rol tlig aeans sf [rre*;j,';c'lion tg t*lrlcb tl:e L'abor:r of a co:uir:,;iit;,;-;ist ire nppu-od to
i: i'sdue{} tbs Soode and serviees wLLcir .cc,rt,rj-'!.lu Lo [o r;r]c*&L we1-fer-s* [{hca they regtric,t iroili:*tloiry Lir,-'- iu.s; for H;eir o'irn'i.nLefEAt* f:gthAr than tho cortilillni-t-,'r- :i:rtlr^cst.1i, illrt:y .jr,t..,r not
*,:incorggd Etdth,the faet that thg n.rl.i.c:lrl^ .i:icl,,,* i;r tr,';rl Lsr"ra'rl.f be seallgr Hhen thgy reetrict ru+.:ut e:.d trrat urr*r.i,Io;n:ent

.li eccur, Ttro lnctividual f i.n.s v;l.ich reiu;o the nu:..ber of
t,.*i:r trgrk€ra rgrtr*ge the!r corS of ,,rod'r:1i-oi: r.'orc t':&a ul-ej.r
r-,uy6lnlS einOt labauf 1.; a varLable cosl; tlull; cr],;r.ir*-i tJl.o$ e;:l-
:,l*y:rent *cegeg" Selt tc oeciety-.r1* & r*i.i>}* lab*ur is ii fixc<l

,; r' CIlrerll6ad Eggt. A xorker :lra t uat uiie ti:": r lle :"i"s ',,:,,. - lgygd sr
;;e[" Wg GSII Of Scu1:sa a]1ew ;r]r l*t:t]iii, J,l:;'"cJ, i;;'i'fio!t i-':,(i ir!i,
i*:nlly to stetrye unt*.I he cnn fir.,i {}lrjilo..i:;:et:L. .ii',i f..t: {. li::-
,,;:tss qlf nouad flngnae ;rdvouarfed sui:jri{jrL';:'; ti:u iiiii;';r1'.'lil"trt;iI u;l
r.uliof t*hEre fh€y produce rotLin,- a:':,d r+l,il.l-;:,r:tl l.;':i':::,"Ii;y*d"
g;rg Lt tpuld,a;"rpcaf ta he botter to 1r!ve ti,.*:'i t:;otll€ *.rlCfi;l L'.!'
r.,L*y6ents f-or ixgrgp}s, !n €L putrS,ic ugrlie i;i'ot'ir&lr1i6r t'rlief,v t!*€3r

"*ill add'dtrc*tly to $l:e ns,tio&s} uapitnl essi; ls " i'i:iea th*rrs
:i! ntdeepreed .r*sgp};oyffent* tlre a1'partunlty c+st sf bLr5ug an

ii:riii;1tr)1oysd FSrtFsn ie ncttrin6 ej.Irco nO?hini; J'e encr;ficed' d'tio

Li; f*e imp1,igmen,t. Xn thc itaasicerl theory *f full €;*;;Ls}rvao;it'

ili';&& tfs b.l.r6 .a me6 *herm fs alwaye &$ sppofLu[ity *oEt (sf

aneS*
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fuvaftrmg;rb i-sze.* li;*vi't';;'
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- 
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': ! i-i .-1 1 t-::
:- {5;:.*il!:

.I; ; * g k f: t A5* ii;** :r-,.,; : .t: : l=: -. :4* +r: a

,-,. is "*g neg {J,x;*rrd,i,ni*,! i; ;ij:l- !l*.;*" ;-:;J_-,r *.;,: -.Tr
-* -'-3 inart qbo cui{!,- - f,- i.u..: . a. .?_ _:i,r

e:t exu€trdj.L:ne -.r- I i.t*; i; :. :-- --a, j :.-' :-, :. ..^Lov-
: :, 

i- .)r f:*1 e*dilgJn".];, lr lrt f .: Li i: -$ il,.,.r: I ., r ., , . - .; l*,*..:s
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st:F:'eyEag -4 iaeone, w1ll lead Lt in;r-.. od coiieun$tlaa,
f ;rue ,:*Y*t6- riA to Esolfc optr nlan ia it"*rnnol sc tivl ltse aadlrene€ st{sutr'a pr*vete invsatnent* [a eny uiu{-;b"-;;':r:rptlo? p"*s *a ue n p!.arr *t uie 

'ro* . Bq: e *irs,ther pu *rr3o- f,nr*nsstrgat lasde ts as iaeFeaao or ,rltercaos ln pp!.ygtc:.in*sst-
eats l_t b1-nolu+--. te dc w!.th rL mul rlptt*r eonoept as euebgi* r:raffi'IJr tffacba, tlre' v-a1*a *f, tb+ ,*uLetpileengn lf-pubfule ilr*'i .- tnest laads ta e daeroaee^ ln :;risatc inceitnsnt" ti16n tb", I : ; plt cead (cbaaF in totst t.v,r=t*nt t "iii b" ;raiior- r*"' j',t tt ougbt to tH efter puh!ir lnv+rrtr'.ent \p.* heen t""*r"na.

; "rer the i-nere, ae ia 1$€opr€ wiii irr- e;'eiler ti an wl.*t gt
t',',-'.il.,'i hav* heg& tf grlv*t* !$vcr*t:*,:nt !urr! 4r,r! {eet.{.':ed" Sx*is not tb raeult of the nur ttp) ter hol n,- anrLlerf g;
i :lro nae'alt 9l lb nultl,pliennr! l,'tn s''l,rller. Fer ex,,*rrlEr
i - ii3 .':i?6tEffil th.'ri the F.alyn+i:= {;avatrn.;erii Ce cidee tc 11sai6gu
;.*;::,,'i'. a&tf a'xpeafr,*t1r8c. pf St lrf i,e::t* Ie L r"s ,'rtso {lsrrur}s tb*
, LriPllar lE 5t If the -ovcr r.enL Bxp,-'rrd1t:rro dcras nnt hnve

., '' e.ftect On prtrate tnveatmer:.t, l..rsrl thc incr:ul:s J.n i.obal
;,.r.rr;€iil,sron* w{Ll !,e St:rl.ll-LOnn r-tvtn;" rls &n ttr.lreB,ss tn tgeono
,,:.r jr$ mt.LLLsE (tm muSt*pl9c*nd *f ni.llf"en nultlp}"*afi by tlr*
: r,li;tFlf,Er 51" llw Lct ug &hallna ihat ths Lngre:rss Ln publl"c
r. r.vostmoat fnafiIted ln a doereane l"n J,riv;rte i nvr.rr"tt.{isnt of $*

, ,, LLioErl thea tb ch':ngp Ln Lotsl lnsentrtot: t Ln xl;r S* rnJJ*
r..rr;s. lrare St m*,l}]Lon ninur $* ilLl}J.on' ??1grefcre_' tho e!m,n;;o
'". ; :ilrcspe w{tX bs tbo nult,11',1i*r 5 q!''^,es tha lr:':ltLl}j.carrd $*

,,:r l"I.fcn; 1;1Vtn6 uo ttt lncru;t{ss i* l.:lr::t* af 3}} rl}}tan. In
,r,;.,* rrCCond' i,&StAnOO, tlrt il*f*.:ln* il' -ncoi-,r ir: t1* :::!"11'l'oA :: 

'

;i.{iri tb*{t 1& the flrct in,*bnnea. 3:l* L:: th*:rs':::t}t of the
,,r,.! t iyllf*esd betsg emall,e r b? S* mtlllon anrl nCIt tb'o rumtlt
di L' ntrg eettl"p$ar--bal,n.;: sqrall*r lr6figtiris rhs ntl]t'lpllef r 5 ta
,r clirlat-nt f; both cr**i*. 0n thr ot'her li'cn'{r {f prl";rt& 1n*
1.'{rrrfttatie W$G bo incrraara b,9 $* rJ"l-llr'r: fnllawtnll; nR J'nerenrw

.r: *1 x"{j,}t$i tn prubttc Ll}?c'r:i:1jgi:r:;r i;Li:ti tlt:- i:rl:l-l'i:'J i t:"tnd

f , i:,nrl,g3a tJ[ tOtgl tn esflr,ront] t,;,11' 'r i1i r,:!lf ic:rt 1*J?, f.lte

i,, **X"g-t* -pu[rr* 
lnver tnen i: of $r nl"]t.ion pr:rn l:.;o ln cre*ns

-i,,: prl?{rf* lir6r*tuwxt gif $* tliSLl-e''n* '$'tn ::rr'":lo;;'* 1:" 't{nrct::'r
',r:,ui. w5"1.1 U* g*'* l*i-tr ,r 9"rrn nultl pi iad 'b;r 5* - 

1'? * r . [S'1' ';[]l ]on'
, ,,ll:GB* f,f Ffithii; {ns,s*tment enlortralie{i pftv"r'f'; it;v*r'r*ne$tl
i.l:,rlir ttr6 gU*ij:g f& tn&ilEAil ifi-+liitj 'u;J'!1 bc; "'re.''{'er l'oeiltiri$' t'iis

'tiplf'esad rcl"ll ['ar ]' rr.'''r'

:,5-

fu$c''sedtfferaEcebetgv€eit.'oYerruiel|terq.orirlltuno
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;;.ul.bip'fuLcs a4 te fgla ra"Lus sf iirs mul,t:i.pltcr. l,er. ::r**sp&sr xsyn+a eartryEtce bnot rn Liis uJ;;-o*;;" l;'**l-reasloa Ab nargiaal geopeaelty te ".,.,,,,L-i; ;;";; A; Fr*cutf E# &cnm tbe muliip,be' is ir bub Ll,ai*tu*r i*s*aer.r,r rra [Lns*l' toaary (eg{, *al,lorwgti'fs *il*f*iil-aT;'3*
Le-;,i6di thc assrsi of puirile-u*i.u,,ai,uil.--;; uiro.

*4, St" , - rs ,bs sJcss,:ae AIF *rebabls quert{ts*Blw rceulB of auoh fasLsrs ""- t,,**" rr, *J*t*g=-
&spq,tkg4qg& Eptet"*l cs*i{c€r hL1 areerfu* it {e si#t
F€€sTbIt Ee cerr) s,q3'f,ri'lile,lrsaiiso Eery fer. O4a
€a,n ea$ 5e#r for ex.ar"i,le1 Lhet, a eygrea. gr.Jdero
gsry*&*g F*t*ld prutu'abllr *eurc* *s csr;surs,* ns* s*E,b.

, l*.w,.t&&s, ffi s€r *es& of p&y r**r.ers.st ef, g**, tEp.
€?FEs Ef lt EeFF & elraeed u;uLee uiBi. Ghe €$L€trsp*Baon
sf tb* n.nes*3ng*d Fe3.d f,or bg irarefsre fn s tb
"ssffis$$lt$ea af stbsr ctlasumar&f Bo tb,E &he mtr}At-
plJ,er astrsr *lXmrAag ftlr ofg{ryts w$uX.d sst b* $Lletr
l,ees gkn 5c Ia a corrnbgSr r hseeryepr xlrarrQ f oru*ga
tr* ssssga&s forl a{y ffi };or eoatr of con6rFpBio+
a4 uhets thc unon;'X.eyad rs€erTo eut sf, Iseps or: tbcir oqulvalont up to; E&$'r jO par css*r ef tbetr
acm} €o ffiF.n.oa whpn ta uork; tlrg r.rulti:pl;lor M,Jr
fl&I ao trw ac 3 or 3 tfuaca the cr:rplol'uaant providod
by I slriclfts Ku invastaant* thur B Slron flus-
tmn-ttm of, Lasantffint utII be apeoclstEd sltb s nuch
lsec flgleaB f lug hret ton of sr";iiio]rriiGgL ln a couatry
te rhicb f*rot#n tradc 1:Ierf6 * l.erse perg &rd urt*
*ept6ffipt ryIlcf Se finnnead eri a laq;cr aca}S out
of- bsi.m{&ag (ae wao ttic c&s& e s rg* . *n Grest Erltain
tr6 fgltll thns ln s oountry ia xtiish thea& f,aeiiart
esf Lcag tnp*rtant {as in Ebs uniled iibs'bcs in
195?i.d

iirt€ pqS646F ghrtffi ftsht tl Llre faet Ll:'&t f,srsii$ trnde sird

fi,s rrstblrd af 'ft****ln; Snfl'qs$sa ti's eiue sf tlie uultlplisr'
i,, ti*s *nil*i} *6ri dlssusa ttw sist1od uf filin'ct'n6. ghs

;,jl3uan$ eg-is*[SF etdg xlt] be tgf& fsr s lst*r per* of
Lila exaFslsr

&fgm Bry C,.*E!,rE*; alp metbsd sf fi"nsntu1 rot uE::G6

*r,PS*t8il*&'*

*S&-

...,.s.,.*"-€!ri|t



Hheg Xaf--n+a hn*'.t' mny sbout tbf, ,aulttp'*.or ln ths Ur_i,i ,.s6$t&tea *an{,ng tb dopreee.Lxra* H* *e;ra* a5f a136}* I&eg!! sn8rabsa $"e *gsb r tlrs rg€ul,t".* troek 
"ieni* ;Ld. &rt *,f!*eJi iss greped ra pe1rer i.;e ,oriiri;;;-;.;;;;" ;;-i**"Iea* thns S ed preMblf ie*.rlg atnbls tn $h* retGhbo&t.bcsd.of 3*5' G{t. eu6geetc & qrgtnei , ror+nei.tg ie €€EsaIE'I* astr:xeg*{lry,'S,^* F ryfs.*rut.-.,r fl fl;:us* qu$fu ;X*;;ffi ,iI*tb* b€m* k,t,,antrptda1e$13rl0 *n*I i*'ep 3u*pwttn Lryrrobab3"prow for th. cluqp. trt ta qulre .eseli1i, i,o*r"ur,-atit-[u*

o;*g$aE6 fiasesi5f q;an&tryetlEEe sf cEr::orete fls*ae t.:r tkr-r^it*d ss€css cssr €urraE ^,"ir€ alrrsp **g o"*;;;;-F;"Tt.Il
*rrap**t **t tF& fae*er_Bsy'f&t* r,l,*ya& * a,tgnlfaeent puit gs
*;':,;f;rsY&td ' tfu"dcg&€ '*f ths mcsnt iift*p l,n*t,ls $nt&*d $ t**.
r:u ttl€ ,f*q?*I hesd{ At le Beee$.bl.c t}ut ei;i e6g*teele* qnq#*sh*t
;Fr--f6ig$ ghG Caclt*e ln invcc^*.ent3r*"d xis€r,:.eE€ c!:ea1;e ln
L..csG aatlmtoa b€f€ eepeble of, ,oi!-o.. a suoirtsntl-er} itf fer-
{,ircs ts t&6 {mlblpl3#rrsJ :

If LsreeBat i-s t€ $etrorata ineooa ebey ntuet b€
rsswf *a$nbct snd sst e srrbatl.tuttoa of, oad typc of *Jltoet-
xqut 8or '*&o8lpr. no ll.l.ustrats tls point let ua auBlmrs th&t
our S6?fsltm&t {.lB m3rlaC unon;.'loycd I'nlryo{^ane a oo$panaa"t$-on
uf $5e ilr l,ssatb l.n ghs fnrs ef, rlall*f puyreat. If, sg n F€d
uult of I *herl6p la Ewcrnrncat policy ths uncmrloyed &!nr g;iven
*npleycat [n publie relka prs{:ner.-f,:Es snd mceJ.ve *ts0 r}of,
,ronth ts ,&s fem of rngaen thc ue t lncr"onsa Ln tlui,r lncamc
ie outy A5O M Aot SXffi par nonttr" Tlrls la bocnurie Gron vLtli-
rrrrt ampl*3rwnG Cby w$rls ekvady reco*vl.ng t!}S ln t,ho ferrn of,

lief, pqg@ntc E J"s rmane bt:*t {f ths actrtl'l. valua of thc
.iultl'p!^ltf ls 5t eqd lf a8 6 result .rf increa*ietl ptrbl{a w*Fksl
,.,:;r:;qndlture lnesfire bso fleen t€ StA: per nonth for t,hs not*Iy-
u';,;;:!g3tS$ pAr*Ona; th value of, t,lre pUbltr'c lnv*stnoYtt nultl*
,,l{ar Xs cs}.y e*$.*r bnlf ef tiio va}uo of tlro aetual mu}tl-
.,,lier. 111{s- t6 ho*lqggo thn iRcrsaso lu inc*na of the nexly*
L. :, ! lglrga pq tso&et t-s only ao tita I I y S5O srtd nu t 

', 
10H.} *

fuftlnffiSfQr tM *ryef,*elI cconoti:is &ffect depsnd8 on

i.*w ebe gpri#ii"t f*foaaad tte f*rsner 
'sJ-:lef :)noellPec$re sad

itu po4[nt'pnUf*c rror,ka pf{t6phpr;;or l'uh1lc works F3.*.,,re"3n&Fl
,u;ill'- fo6 *ffit- EffeAt$*e # as rnspp4*6on6r**9T t*lt*1 B'!r*.- *f€
;i-*";;d*#' r#ee on{l :ilran Ehay reir}nco ;rublio re!{cf

I.Jghid.r p.1a8.
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: re55esrE flFssG€€ f=lT *r,€"Eat1ss. -trr beth 3 ur l _E re*a affiileli=f FFv€DaiGffi€ aF t_taaago€ '*;. 'oorre*ing ti* ;;";;G 
e

i f fcct sllt 'c* lcss. Hluen br-sh i'.* recsat pr;d;*ffi; pro-,,M *nd. eb ,fsffi,f ro}t*f Bfs$qqlrr€ ate flrrenoe€ fruiateatloet titaru rpuld b€ the teaEr atteuGtf;;E-1";; ipc$eeGa*r * tq*$t{sn te usad 8o-ftrla";-c";*n9]f n&j.*t:rrle ft fS &rySS e, subst*.tu&te* qlf r;*ec*fqds* *xpendtil;; f,srr,,ri$*te 8ryo,*thtr. Ig th[a methad of f,iBanqa i;-ffi;--i*
':i.11 Eat*B thet TP=- fiorsr=recnt Gag,€nciS,ture iacraaeeas drer,rs
: rul= tas,til"ee d,Ul tute tc !.nere*r e. Hhen ,_orumroai, ia-
*:i\!alr€a igs FFTFRE f,rw te.Eetieno privatr Ciap+l"aaii G**
. :Li daareast *nd tfu -1'rirata n=j*nilturc .*lj.i €€€$eg€.
:;t,'rt*{il't *&a rybli* tlq*ndltur* ts firrsn*gd fro*l tcr3l!!pE* iti:r s rlr*l of, pr*vato arpandltuna. i.€. r Hireu oru tn+3qagtlgl
r. .e otbsr set failr

fu crpcadlhr* of fundg relsd by br rrwrlng s€FFe *
ler:ts sslalg ry crpond,I"$ure en4 thersf*m es eddtttr*n, t*
tctal ef'f*Etl_". Cregd, lienec, *. glublLe wgr-{{e ;r,regf**tw rEould

i; r i**vc ,e ss$l 6*SFif*G*st expa*x*ener? effEet tf, tt iu f$*aacGd
l;;,: trtirffictnE* eapctntlg Lf 1t rtplecee e rellrf Fsseiresnirc
f {rraneed tsw tsthtltrno * thls le be cauee the g'ubtJo $ork sx*
,,arrdlturr rytl.l bG rncut expoa&t turrr asd .rdl},creato ad{ittonal
*f,fecti-re €rffid* Fgr exaaplcf auppeffi ttr* 6o"&rnmoai ue{ gs

;r'i,snd glOSsS@ e* rr-llcf and finaneeC tht.g fron ta.xetlon. t '
tri:ls &*m thdQ pr*wrta dlepoaable lncaw lp snatrIer by
;r,'rufm wbl'ob, f* paid t$ tht 6evcr*rcat ln t&Jsc,co ll*neol a
..oy$rnilr&t cryoedttn'm cf 8900r0ffi tr effwt by a deenesl*E !s
;:rivetg preh**$ag trpra*r of th* a&Bta *nmtnt. 3st uF e,sstlffi
;r*xt ght-t gbs Wrifnmsnt dscid,or te under'.aka rublic ws"k pt"6n

:,ec! fI-ans -f= l4l+ml te are*ta onBloymntp I'natead of l5trtag
rcllef n &ls tri11 reee triEt th$ irovtasln*nt aeEd *.t. hara ts
rulea SS$grffiS frc* taxatlon anil &o prtvnb dicpcaahlt lncw
wiII r*irciml w $Sefssor licncs, wlratevor tbt 6rvcrnmnt
*r;;de ;; fgU11L terki irtll rsFre#nt a nst tn€Fsess {$ &{pend'l-
ture ad $t E*srl6r-e' nubatttut$E* of sne fotm of sxJiandltura
fer e,r*oth";-*-talo- *u assnoale ayatel as-a y1?1*' $upBo* tbs
,lover&cflilt &ae das *-ry**C Slroo?loP ol,ruul{€ !el*s pey*rn$

; t ont b *l$'{'rl"'e}?& p3a"i* ts tba forq of, t*q5sc' k
net *nEfisgffite tnad of- thc n*wly-elnlofud P€srco|rs lgtLt bB

it*};s0OE"G;; {*h*; r6FrF€ reru*erry re'alvtns Ss&;'ffis ls
,iJro f,oxs ef, rp5nto.f l '-61 ba*auqa of the reductton in taxetj-ann

r,r*vd.ts d;dilffi'l*u# wr,u ragroass br $5ffirsoo* a8 a

r.aau3tr t&n spt rte$e&r tnereed-itr 3=u**haa-ra$ rorfor vi"ii h

nia
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' -el to i$l nffirglo- on Ehs str€r !,and r ar ,+, Lrrs fermer*'cf prggrEEffi -end Ehc pr!.jGu r- i," : i r r' *ar ^ irft.. r.Brrrire trhisir. *,;ln,ua*:_*t *Sg f$cltlle*ri it3 i;orl.,l;r;,,, .* ,:.j,* ttiu-;;;;i;;;r:
1',.rg of t,lr8 publlc Hgs;. ;)ftr Tre.- .,.. *Lrl ;.;. 

-; 
{rE} r,F{rdAtc.' is b€e€sue€ ilrc uef j.i.creaarre ir,,;;;-ul.'..r-;"; ;,,;il;;I onlj' bc gqur.l to !lrO or.,s,.*,t,* i)rj iru.,iLr vur!:o rilrurfr

. 1:Xi:en$r 
t.UFg OEr t,he I uF:,irr nr i r,: [ ,= , a: .; ,c . J, .l; {; 

- -

,,, ,,,. 1,1.rjff ,t" *r - *i *h,g , firn t *ng tarrc*, r,:ro' e ,:,:1,,rr-i *; ;:";.,"
,..:;.:-1, iilJ e4u*[ to the a*E :r:*r,g:sn6 ,ir; +jx: r*,nr+i\.';t:s :,rlrItX,,r.l{ed

i 6 multipl,lor. I,of uE a6su,. ;r .iL; I r {)r' .r" l; lt".o
,,,,:'1,F,::t r:,X t'* -I,rc.r.e*-ao l,n I;rqq_.[;e r+l,i.l l;*,,; :::,r!.rtrI. a *"r1"{rc_,"",{€i

.r lru)r{x}iJ-x 5} " -.t.1 . 
fLe j €c ,..& ca6r., - rLLr ,. y.lr orrly rn-

.^r'- t"'.r 5e rlL€ * 'tC (;;L'tJ, u. x i ) .

.trb& tbe l-;&Yilfftir:;6g{ LtGt fet"i. i,u l.:.u*,,trclr * r,; a:.::.,i 1;.i}i*
' i.t tg itssFtga aE ldefxeit Lirarr:,,:ilru; I r rr r, v,il ,.-r'r.! .,,,;r E

.,.,..=rii{i fiUllfe Ahb'E ig &41{S€p l**rei*;g ;;,:i rri.'i.*:- L;::;ri,,:il r}..1r*1:*,**.l; t$ be
... .,. r:t*LGd by IWngr A *dv*cA*u*rtt Of *ro.".li,I f.i.ir;et.,s,r: ,.r,,,;"i,-;i,.il.

;rL us:ficrt flnane:.:.i; wiel tllrnli.r^5,i t,i.u .,vsa',*-crrr.. ..jc iu
I tlg tiiley nn{tly{jg r.OVeFru3S&t r}X'.€l:dj r,rrtiJ , .. ur. rrir! -i .f "-

:, i.:r iudlvidual gx'Fsndi,tury. rfl.&n {*.ii irr."liyliurri iir.ir'f,otT& f*rr
r,,fi r;.n'pstrdf tilfa on e orl8unitrfrt',ir L. c:* rc ilu f :1vuur.r*Le ui-fect

.,..;r .S n @ ptr BUt {;ove rlune&t {:)(,:Q di tui:r e lCuL'. \r -,ru ro
,i ,,:,.,.c$r clrcrkn'incomr $i'.Llii ti.a .,ovgFtlfi',*ltt elpa:.dc r,cr\d llran
.,,;*t rt cgltCete in tsxoel l,ir{rrr o is o nr t irre re*tie i:r tlre ir $ :

,i '.r *,, ;ptr$e 1*G" t tli& aitens of lruf€k;..-a: ir:e t{i{l.:*i[!. --:', !;; wl]]
r r ;r,, r.qnli* iff,ectlva dwand ul..L*l *lt t i:rrr uii,l Lt'i'I t'tl l':i.)t* €ft*

.l31o'*t *"4 q $arr:cr nrll ..tl t'ic"r,t . -.C'; '-'I L';' tit ll:"i wlli
itr*64 by gt !.f"*t' L!.r:-rtrroillt'- uf i" 't tr ' \: "'!u' t f 'I

':,.: oxsg&g of, Sfy€lrnfs4t *x**f*Cr.Lt:gs. '1"1r',s f,!;p J {)1r{rfri-!lti:'1' 
'tr''.*,,,,:.r:rp6 ff.gru ,tA;g|S"' *eeE:dln:,. te i.u".r$';#n't$b,"-rl ii;','':i ri{.: = lt*!{l{lj:€*il

',lT'li:S.,i tf$ll AIAO i.ngrg$se l,,j:' n$ n"-r{^rlll.r*'Lj'r':lt '':l 1'r':?-LL i'!r .bi:O
,1; tl.o;ial eEpaEdlt::!a wlrtel' ''tj" 'ri"t'-' ,.- ii'* T '"rJt'-r' i.r'. t ''cr':'-?$ "

i - *., iri-il-*r*;;--g*ffig eevtris* 1'of 33 :,}. tll:'.1::"1t'lo ott.1,
,*...rl&tr. lli:D$it ff A .rtvet.': -'!'t 

:r('fl'O\lt Lt' (L'r'{rr!' ;r' ' u*

; , *, :;pfks ,,#;;;i*-on*ot ctlt',t*J'" i;tr itt*cn* r i'i:* '''i:1'- irr'5f of

', ,,,r,,,ilrrlUggd-i#;*u t* l,,C*,,i* ini]1 i'"g. r;ri'r*'l tr:''f i; s:if,; irr':'f*'l*t

,',,; iJ:f llr* i;gYs{qtgn$, tCI f{rrsl$scl t;'r$ i'':'r'i irg t'i;iri';;' i.ir;l {;x;rl:r'Pt"q r

.' ,,,,,r.I', ,jfy:eT?iqent uotilr'u ,,1 tr;i1]'ioti 1';,fildl:r;ctl ;"r:Llie r{!ifi:;a

..:,:, i.irl&y:a, ',tf $rg gOt-T!::ertl *:*,.l::;'lJ'tr'l'tt; rlt;1ti;:linr an ''t'

,,. i:,i i'aegw't$*#o'ry* by -i rriilllstl* Co:t of tli::s ;1
, *tt*ss'r, ;ii'.4trgi;-y*lo*le for. fa*8tt*'t!ar' s'ru* ;1 ;:'ilAttr!r

ii,,;Ll W $&VE*o, 'im $1 r*i3]"tnlr tt*i-u*gt;;*t' b* rs*d to' l'i'LS s.f tl;o
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.. rrrs*i*trtr' J€bt sr tt *3*.L* ,read fon nr)ro publrc irnrke,.':'ojesk lob *d}l 
"tlryF1at. *J;io,;,,:rsat a:rd l.r:cs::r6 f:rrthEro;';,.,,'p&ssiFr, dc€$s&,t*frpenstqg of i.**,r*l;_;;;;i;rg ex;:endi_rrlrs of t,k gpuemeet ts ;iilat*fiad qrrd*tle*"io*...'i*Ji-t*

.. ' 'ek t€ ti* nrl'os ef sout C f i nn,."". 
-_ -i,, -f ;;; e 8,{! rr€ t*a,re aoono',1{1r0, : -p:}rtu ,p8oJget f**arrcari b; r,onl:a ut}t b* s*rc etr.+I^aclry te ahs_ Ex.ileE^sroB sf rr:coE:o it ** "-; "o 

joe t rsritch igi i'ianead f ros tsm,ttoa.

rya_st Lasns

''el: gr*.fg
ri:11*{iT* r.l
:.;u${ttxl

' 'tsbtg, €"'pu'b1$,O. l;Orlt. :,.,rx.;;;1.,e* i.* f*ganee: h,y $ le-*n l.beBtmt^at{ry tF" a Fro-ecL rtr,arreec f r -,n Ear+rtloa"qbs aas of ftr* ls-r* r:iLl stse a,ff+ct il,c nrin"t*gf, SE',*ErF t tu* a* "&fi l$-s{-:gsoJTe:,;erei:+F-r

n! €3Sg " 
re r^or€ i, t, t' m la tlns th"sn, 't- onngi*as tk p*rbt;t*I saregs henk X*sns resrrl b *a *h*

,;r'c&&*slt sf '. ,lEosey, Flth Grtr* Eecul* il'at 't$ su;,-];r. of rre.-
.ial wLtl, tgergegt* tdhoa ,thg leer: ls :'.uilo by cr"setlng an adrl*
. t:"onal m[FFLy ]of 'morc3r, no on6 ii$s tE rostrict ]iis innsrrn*7-
:, irul sf latUatma&1 !*Gr I prlvate sxirsn4lturg rergi:rs unaffact,-
: :,ri ! Hhiu tho gurcranent borlgr*g f non tlr* bnr.kln; s,: s ten, tt
,,:urcly wnna thas tbo bilnks buy esrvervu:ront bo:rdn nlth BGrr :r'{:*
,.sir e rcfitod i& *be fsrm of, clpc.lq-b+ok mcneyl i.8.1 the pv$R-
,.*:rt f.a grsd&tcd ert#r & su"Er clf r;*r;ay thet ls oqulv*l*nt to
f,lrc vnl*r$ ef 't* boads tt g*].La to thc ba:rkl"n" syntsm. Ilr*rrl
i.s ri*} t:reAefff ef Ist,faliaclng jlsw*r by &ny trfts l;*rrlt]' for tha

,,r h i"Gud.lhrc of !& Spvsrnaaaut l *nc Usn d tlrr rp le tlla i r{ a tl on
i, l' *oddt$$o*atr, prrr$bs.elng ps'rrEr* $1, L$.111- & depreils-i"oli ths

',vrrwolog tdLl ns$ find {t &jf,ficult to borrctr ft'or': batd:n
r,.cau5s p:$,vnh faveetreent $r{}1 btr fu).'l 1l:g a;,d rtc tl'r*ra sould
i: loas Ca+*.rsg f*r }eena by the :rrrbl-lc and also becauce ths

r,;rntrrnl rr$-t1 bo gtotl€{e*ag frsrs ri{ucrEti.or' ir; nnh*"ng loann t{l
,rivate l,nvget(}rs" S: t=ths l,rrnkr.: t: FG rltll f.ng tr: Ian$ to tl:e

r " { ; r f"l bg *;llYEGit I*95:IFll &'! ': u

,:$v*yfi!E6et apn tbOr*5tr the mtg of ,Lut'*ruet pn:l"d b*v tlre 1lo?erii*
a,..,,n, 6 ig t4qggf gtl&lg tfu rat€ ga.i"d liy 1r{vat* intllvl'!-'nJ '" 

. ?3;ts

. tru"o-*go 'eh8SQ fg rrteurlty w*n t'liel' lend +-o the -ofitr::j 'ont
i',=nls#e the':Ssw at, is t*t s etable "f l: It1 l':::y.;:-"f
,i.r'frq;;,; by thE b&*g lg etlbiec t to L','{i rlreil'; f i$;:f i"i'i i}':st fll*
i.,::,; i,rr Of J.nt*fEOt B*.Il n*t fieg $'n ti,e ';:ale il]'nbLa f ;: *11't * T'hj'a

i ;.; beeeu*e ff**a t&S fnt* s,f g11$s r€ rr b rir:ca, tlrc ;''tril:,n1,.::":t*
,."*,IL feJ"}l est*gr+g gs# meixct vnlue of bonris iruriii*eisir t*Jwn ' '
r';rt&& Ef iat*r'rg8-s!* Lptrn to fall'

t+
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b) i#Bs f ru uLa :,,= i,_l i ,

j u,r Lr\r* og'* **l.,ttl;;":;; i: :::r*
. 
";c 

r. i€ **=l:*1. 1** ;'r'ivai..- -+-.,*r; j,,.*li' ,o Lrie r..vu.frr-c-ir"u fgr sbg *xpgqd;Ltur.c, ileucg -lxr {jxr!*ir;iire{*&ry par,;erri crf,.. ox!,Gelclturg famcreed br r*.r* f rcs LL6 ,,uul,ic .,i: l *s j bc,"'i ,,.f€et l#' slK tr|$Nere of T$ tr#er.;;LLre .,-rsl-,.,,".i b; j,gi*srg
i l r;;.r thf. *+**+*: r:*Fgt€i-n JlJg ir, beg;.,"$,o *J1n*.r ,rrij.rv.,,1i:r;1lg
..nr;ri LE ti r Sgg€gF$€g&r tlrgdr di&/*&g*ls !&o,ui,-i{i {.o$, ++l;tt;r sr+ft
r,.,'.r.,v;i'ug ex$rr4ttf,Irc r*!tt f,lrl3-r, ;!r"lt ;i, ij# *s$'jje L,.,i; ulrl;f.
. . .vi5!rrr!& t*bo^lie\fa d. $iirriIi.J ir"i-vi-L *)y,-r ,1..r..-:* rir.- .,r.-vllk:

"J.i-cuEtg Etll Furc .e8€ ,,wvGril:-isdt ur:.i{i*i1 LltL.:. ir i1; ii::raI.'
- ; prire€* exp*ndJ, r'ri;'o t';.:i *o L iLJ-ln t.{ uiie :-ut^_-1,-.r .FJ E

1.*'u.I^J *lnatr Eevfn€g *.d da a*L gaa* ;o pr"i,vatie i;iv*:sn,,rlrri t;€*
' ..ii{;}s' th*: Scol !}**t it io ao| gasur* liue **cs uitJ.i*i.; t+ Iexd
; tt*fi 6€..ffi aEf thes Ehe b$surirgsaL s&$ ;)u[ lhs igls p$r*
wrL i r og- &iie c5$$t"iiBg G*ppiy ei &$&-/ in lo eirs uia f *tnr a;rr-la by
ir..rrX-e$&g f,t@r &&, p+rblle ii..ra l*uine iri* ;{la* ,ir} *.ir *e 3-'i$
;::i.,;ilis ?eSeS pryJoctar tra tii.irr tfia].s f,i:g U{J$$x'iE-,is;;'r; E:&i; lut-
irg*is tk gp$hF, of WJr ie €,3rs:*ki*isc effiii se induc+ e p.

l:,loyiisrt* sd {Ds€ru to i.-ugrsssa, thls Ly;m $t' u'cm'usi:r6 il:
iiriclo ttms ,ksffi eG | &app{eg tb eaviu;,e 6 brtlan | . i.oi*e vof,3
r-,:bfu $Eymgf *Bsgppt1se aboui th,s i':rar5lnal pr*pcriuiiS' ts rloil-
,.iir!B;.borrw&ng ffgg ths pubtlc durLa6 a rierprecaion is not ad-
rrie.*tlloe $hr* fu breryrg shaa ireme ir: trow Llrc .'argi.ri,r]-
;,rti1le{taltt b ComnrsO xlll be lrl5h. Is otber xordol e }.artF
;tro;rortlm St fspffif Sl13 b'G ussd for sotlsirslpliqE an':l tLen*''
Jsrs $hgn tbs f;Srtll:8,g*at bOrroue froa tlro,'*;Ilc; prlra$c
*uu&uragf$&tt - |J. fl}l, 8.1"s ie CIsFnclally irus tt' tiie {rorerrflq
;,.r,iut dg€g sot {&gsrd,rltffite tiio e,ruups i'rori uilie}. it -'Jii - "sr
}ur*BlESIS epeakfurgl tbg IOUA5 doug lire i$Ecne S€"18 tire ;'i)g€3lll-
..rist; flt&€€SS&-S* F"g{ry eeeurii;ies, L".u-r"ur.u' ti.-*:Iy il ie
-r* i, gh* prresnm- of, g,6*arf tLEs triil rel;3"rco ;5.'s;rd'i:"r.;c lii]r}'G&
, .t bbfr fnn*,r**s$lfi te the leHer lri€oHls jroup$ l'Ier{} bs] piilt-
ciiaffi g1gVOElS#Ag 6*eur{.tlEs1 Li'g Wsult is te ;r;;'r''&v"rrt's ils
,.*.llat6,Omfy g{e*etir.rgr l,*r; &8 is*Osic i,:'iil'€{rsea q,.oVOl''itt*irt

r,* r.$slll&s f;g{il'gur,}!* rrscones l1pr€ n*ri rr,pt'r',! des rr'r'['l€ 1

.,r",peci*&fy [,I' gilif]*eb* tbe ri-ietribut'io:i of j'-nr':q]t'oe j'r: *;t;ci: ei

if;olr eS tS SbSk, gk eruSndlt_t1o o11 E6;;r'.;;ip{;i$g iJss{'!j xi'glr &'n

,,.;;*j*r g[6soit"&Sg; ?his r.rlll be dj-ecrsr'ed' latar'

*l f#€fr s&x; alsu bc 'J'rdg usdaf t'ri i:-natrce

vernmnt ffiffi*nJo*ii***obes.ecirrsd,fI:j...':]j{'.'"
:r:u1uitffuS.g, Sfd tW
r:curr$&.lo gnf"Bt sf

ffi;;;il;;' l*ui*', for. ox&;'r;ile. rnr$$ tlt's

s**t gh$,s tyfo 6f ie*'n !e 4es*rsb}'.s br;suao

-}'ff-



-r. 1. 1.:.., _: .l :i r,,:ISe 5;'reat*,p e .1 l1;l.rlc , .. ..s :-\. r: 1 *..

r , ri.'l '(. u h.y tgXatj.On, i..{.' fc i c,ag , 1 i
r:,:., t l, p,ublte esp€ndttufee, tli*;l :.,:* c,..,.;1,.

oi f' tlr€ debt Dfd"tb the rx,...i:- ; ;
.:i .i,.,,,el:rre. B$t loeff! frc;" fcr,* I cr:., (:,r\e a.nd thcng nr,,ig ..'o!T Cf .e.n ,l t,
;,. iie. sd, t,o th$ Ioane. l,.ca!,rlee , .;-

i;.r. i.,,r.',. lgtnn** f,rcrl f ore:gtr *ji-,,,i. i,1,.!i,: ,:, *, ,.,1,

! : ;::l

i. tli ,- ,:.i l r

iri., .'i'{. r.:

7. t'.r I C
r:rrl n.1 ...Ij.rru.t.::t.'..r1

r;.cirl i:;:
:Il i t')

....,.;. :lr,:.,,l

!l i . itr'.,i,j. ,I't-lj
.r, {"r .ir,r,: I."t} ,"S i ,rr,0&.€

ti- t .i r . iilir giia .ind
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",,'r,. 
rr;u r1 ,,.... r; .FC-A€€

;tr.}'e :iO I Gi1$:r t*
:. dt i; r- ;;o',r i * e tf.iAt]6

' t..L' , t .;, t-.o!t-
t-! : ii. : llij; ..:::: jll, i.1, r+

lioLtc*;as

i{G t*ApS Se*n -*r3.i +r' .tl:l=,1 err ,.,,.rVL.}.t..i.:*$f *.,.:.:;ii:u,.i.r. c in ftnancotl frar L..xstlc - t :{' rc ..,i cf |s,;t*vt ".r:*... ..:s;.,;g{!g,nr'l€,sg:tSgeFr . l.rS',::ilfr;1.1-t j f l,}.:* L.{:,yir,:::1:ilcr}t ;,i.1.,i:i t* f,._,-,,iiLirrJc
.,.;-.', {tXI€Arl{ttf..re ffgm t.r;trnti*n i:,}..: fl f.i:t F..,.utrt..l S t,:i:.; =.:rJ}!g;,-
,....-ll" {iffs*t €he *$,8€-:,rtt.;r.tj..*,rt ;:iattt.::-fil e:.c *,=ri.r, * I+y:-e&L l*:-*

t);' cl"oaal l-ne ose I
l

Durlng a, rlerre$alon '. l;:r '-e:: l. |,r rr tlrre ' ,rulri 1,, .:.r;,1,
.li,,i.:t. tht S,ncl"denee fnLle rorl] i-';nvil;r :.;ri ti,i,, i'ri;'iler ,.;,.,o;,s

Ir,:;1,15 than tht Lcr6f incone i:ro::ip$. iu sti.; t r.:*f;is, t..u t*rx
i'.i., , qr6 should ba proi: rrlBg1ve r iii:r t lc tc sl-' , t;.,r .',f- :.,, ,1'tioi-
*.:l r^IlcoBg taxed lncrtnlred utth tl:e J-ncone . 'il,s i.J'-l:;:" tl.e r:,*
;c::'e, thg btggUf gbouLd be t!:a taxed irf,,,ort.Lon' l.;.is lc d.'*
;reront f,ron proportl-onal taxatj.cn {ir a f fl.,i.t rat*t h"rx r*irj'cl.
r*-,,r1,r1 Frallg tka.t wbgi,tcssr ths levr*.1 of lncor:;r3 t 'r(lr:;'-i'.:- . rr-rj,:.,;r-
,,"r '.,r of 1t lrtlL bE tgxedr $nl;tr.1,?f r t r'c r'.i l.}r: 'l"l i';:-#r":',i'i;'l I
,;:;.!)Li!gf, it LA F!-$,:.,r'.g:,,,,, l,Vg t&-':'rt i *rll 1r ::1'{i.'t;.1't;'r.;.''"ti*.i i.:.r'!tl';.:.c:,,,

,';.', ,:d not bc ftxedn In f nct r t !:o 'i 'r 
t':'i'i '1"l''-'::il-'l '1") f lrr:.'ill1 : ''"'i

L,:r{, during &. d*yrnofiillon t!,€r. ,:lli-i 'li:} }3''"'.;T,:,I 11 '-i ,l: ':'i. ..' iii; ;,i"
;'11:rt.Lon thay cfin b,,, rs,tecir

f.1

. . ,. rv 
/-u(.I,s

'i:;::,f' 1fi.;,:..x'd{sgl pro,lg1anity *c c(}i;gli;j;e r

*}8r,

t:



i;i;:1. tiilr s;rr:l i.: r;:..1 f. i, ..: 
,

tl"c li.-..::! L _..-"':-
l,i;c lu!;!,,, i.ne.,,l,,:..:*,, -f:..1:!;:s. .:

Fn 1.11 ,'.- i 17*lLr. -\-...,ri': ::LX 'i

:.,{'li. lti...;i. tl.:l r.1f,'..r
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i,ttql-r$gF:Grrt t*: ,iri teigt*

tr[::

t',..' :

t'i, L:"r,:"*. Ifut
I'.r, ..r 1'. tir i ::Vttg t-
!'{if ! tl,,' ".!'i{.1

, -::E ,a " ..t 1d

::frlSS tA)4. artd i,-' rC.-&l;r. {.,;t:,; ,.,i.J-,.: l-..e .1,r:;r.a,=. :,.,,,.::,:t..l.trl3}g
:;.:':::.: ,.-f ::ru$-friA;; f,*-V€Ri:e :.n n :.!1,:,r,1li1i .;.1.*:: fi.l...:. 1;. :1::.I-,,,1 lLr; f, iig

J' c-" .}an be av... :{'C* ."?,i i.;: ' .,' j:e I 1. '.:i,.' ,i, rs i1
:,i .::.,,1 ii..:fi Cf th$ t;::-e ' r; ' + " ' -: :,.l.i l-,l 1lr;',J.,,rg, *.:':.i,::::.,,r-,i-.:.ilii r*g.*

,: : r:l b.,, ]l,Oll*firl:r; ..Feel in : ar,C . ;'ilf-"s +,;;.-n1.. #i,;,.,-i:tj;,ll: ; - i :t 1".:: +:A

'1' ftE :;O :lCf *aR$- cf ll t:
-'l i f tl.e tg-'; Here t-c"rrTr' l, '1r. l. ' :'.e ft't I ;""s I'r+,j c l' :'

..,,',,.:,r*'1 t;.'l *1gbt hd1v* i1c*':rhle'i €i:.,if irr:r1 l.l.,":r: :-i,::; f,::,r:": r'g*"i rTn*

;-,,,,,,rj* {An osee"t*trsa,n*ey be j..:: * *n ,11:.e c*'n* $f * rn}cf tax
't ?o dj"ncoura;c tlre con$un tlon of -ert' 1n ec '' or{.' +i*

r ', *1,.i i,ll n*rr:eia,!.If iilrr!t lLt'rl-l e f . .,. . .'t3 *{rr r:J. n ii.i *:.:i.'8r:t:q}* } }llregr

,. t.,,tnrl- Of A .i'nri,ict:llrf tio: | ;. iltY, .i i 'flJ1 .:f t li:rfe ;1, tcl""
.]'.,!!-,,,l:ribr;arl::;i}lgulllfi];'t!.:]1(:'rrtt..iit,:,l}..".:.r:l'1l:11p1
' , ,r:rl CO,;: :Oil,!,t{.f 6 Xl';-
: -, ,:,xtaAt i:rf]-r:ef,;fl C.'l l,a lill 1:."i'r ,:,l;,:t't,i *:t. ,r1:1 31 1'f n;-'1,:' , ':i; 3"::

, :i -',' :.e-r.*qlltg 3"&tOE. r .,OVg3:ll.'OI:t r,:-', C rlrij t,:r'f,i$r f-1.:tnlt.' i' f f'v:' .'l'n"
,,r:,G,i"'qfe tgxAtlgn iOUlcl be nr-'';-G p1:1:;i\ii.iif.{.'';i;'f" t}l*:l ::lslfr}F '1:l('tt
' ,", ..|i hrrg f,;Lrul:iced f yrr"'i rslt:s's!l i'v'" -""1 

"': i' ''' '
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OfiAI}g-R IY

FI.EETS rcLIEE IIt &sr EES$,{. g3

t PRACEICAL A.?pe[rAffi

Hb|. rn bTr disausa€d j.. tire preceding clraptcr
-r{r troes Eh* lb"ntltSeat eepeet cf lros t" offcet a dej,mesia*.
i,;.itb ;{,agy gr{tleg ef [eynea Lsea ar6;ued tint wlren H€ tl-y to
. iit gb€ Fl:ley F hare dls'cucs€d iatc pregtieer n€nJr . =obl"*tiirs, ce€&q.4t-*sgd* &ceondiag t€ tbern tbeae pqqblems **aA to
-if;et tbil Sspnelgaary ef fae t sf inereased publio erpeaditune
vtrr r:ub&18 ss-il*lr pruJtcta* htc shell fflH eee ulr^et thes* Fro-ile*e !ur!e sp4 bcr shsy offsct f,{aeel poliey as an laes;n6-
: "*116f*@Ac

Lcaka so
-_*--b

|t) hdqr Hbcn thcre la forrlgu trads ve
;:ilv€ to bear fur ttst ths *rliaasiemry ,;ohf€rs of, arlditlon*
a,I .,,ublJ,S CgSnAd!$unC trt1l be lss;'ceed. For exs:;1iLe t tf tl.€
,.rrgln&l SfgpsagJ,tf to coasuf,l* ts $O i;er celrt. r tt will grive

i f,,- E '*r! ${ *L[e3 Sf 5. $1t tf out Of the [S iier cent" of ln-
"j Lr af, sAaa tSltJ
.:,r:ts aXlOnt OnleOaSUnptlA*s m pcr cent. fe epent cl1 1:;;p*rt*1
L,isn tt reuld c*te,n tb,et tlre rlur6inal Froir€Itslty ts CIsnsur$a 8s
i'ar qs donos$ie preduCts ars eoss€med, 1yitrl o1}y be '-O tr€E'
;errt' th'{s s,tJ-5lrc u$ c nu}tipller of &'"5" fhis lee*i;s
iircrt w;rcg ght gercrlrrynt makoe s lleir experrdtture the lncrea.ec
in incoffi **rt:*o|r bo bry et Er*lo ttra l*c*ase in ;:ubl"Lc j"n*

v*etcnantl *Sd noU 6y 5 ti-t*E;. If tha pro;renelty to 5;"-'oft,
wErB l.orer; *fr* S5f, doneet!.s propeuaity te eonsurlg.uouLd b€

;ri1;har a*d gnss=tlro enrlttrpLt*twfff bo larger' If tiie ran'r6in-

rrl*p3gpo",E*;i-'A i.gpcrt 1} 5 per ccnt, tlrue ;ivi'ng a d"umse1ic

r{lrf;iss} ,proigqef$- bo consasas of ?5 psr c1nt" biiea tire
,;il;dLi:ffI. W t*. 16 he&, to.bo poigtod out sf egurss

ilint try Wryg$ & pfOp*[i*,tf ts lmport ma&ne the i'rraportion
erf rxsJi= f*tw1qgi fu srr*sg on 1*portd,' Furttietmsrer hFts

r::r;*g$ b*an S'& $*Sg1 thet 
"d;-lqes of, ttte *ultipllor effect{t

*{g"'



untr{tr GOnCfiT'nS a p4rti'*ular countrlr and not gh€ Gco:$,oFr,ry osilie wsrld Es B whoraa srtc *"e ur*"u* il ;;;t*pxJ"*r sff*Egs*" *at i's lest- ta a partlc*!*ar co*niry-;";;*il othcr countrreefr$n xh*oh tk expqrte €oE€. rhe*lo*;-i; d;o -*iie-J*Jr*vas G Fbrg r thare ts Bo *!-eck rri ri," *,,ri *, iplr- " ;;;n-; tl""F*t;x& .pro, !f the fu!a-*!ea gorcrr,*"nt Herre bo-ipr*a Et nffien.,it lnereaeod latuadnt, *il iilil coneatlc cargtnql impen-."it-v ts.ce=.** ie n rsr ccst #-tr*-"ii;; i.roper.ctt,v to-;;;,cFt le 5'F:-3?otp e1n ti.. irreome fn I ii"yrf* wtlt io_
rr:ea&{} a-y ,g+ ngfltq+ e4d taeerrw isr foret *:oi,oGg;;-;#
r';l;ici.; ou,r lapen.ta 

- 
Go6o e{tl {ne nlres+ by I,t +*i'taa. &is

",fives us g tot4$ {'seraaea ln Lncane fcr &tra world e€ca@r as a
';r.ols af S5 niLllca. stal,Lerly, wh€fl our exporle i*creas4 aa:- r:edulle of ieeree"*e ln incosa in forcign clrintr!.ee wlicb, a'a
, niiucod by lasrsseed iavee terrt Lhen f t Gfff rc;:c i f avc. rably
u". ouF ee{}Edt€illr. I,E othar wenres Daft of t'n€ r.rultipller effecr.a.,i &Ir lncrecsE la lnYcatrent ln 

- 
foneign cr,runtrlog r.iff occur

in oirr *qu!!tl?r Sf, tlrgt pxr,ts,cular ssr,ntr;ot* inporte costs, frcm
i6e But lt egrnot bc ensuEned €trat wirat le loat to ua by i-n-
,'roased tmlnrta ri,I[ ba conguonr*ted by a gal,n ln incrpseod 8x*
rroftar kr logs nqt h greater th^a,n o,r ggl.ng or vlcc vor'Bar
^.:,r t whots thelt ls f,reodsn of trade ths rysrld €cono$rlr as &
rrrl:ols lrlLX. prof!.t from lncrc*aed lnvecfunont. fiowsvar, tb
forclgu trodo lac&ag! 1o e atrptti! &rgu!ilcnt agalnct lioynoaf
ollcar* ei.e ta breauec tha mult*,pLler effecte w111 benoff.t

i.lis corrntdeg with favsurabls belencoa af trade t*lr{ch *d1f
,, tand to gatn trsre than thoru wl th adva r"so balaneoE. Ifut f f
i*,s coqeidcT tho world tscono$y &B a wlrola, tltero chould lre no
;i$ficultlqs arts{ag frpn f,oreigu trede }eakni;e.

b! .F*gg 3d qqri,q$a,q $?Y : - Tire nnrginal llr-s*
e r}sl tSf to CO e dA, 'ende on taxa tLon

tnjld corpomtlsa &tvldend pollcioe. lhe riroportion of neiloual
l.::cotilg eOlle Cf,ed 1S taxee wXll ds ternlne tl;s vo"luac of ttre
,:ritiosal i.neAmg Si16t {s dirpo*nblo, i'{i. I tire ilropoltion of
,r,.tiooeti U**i tUst Xe s,Yailsble f,or ir'rtvata ex;:endltur€n
ii,crafg3l& ttt-nt*O uf drs mafi;lnal i'OirOnatty to Colrsut:t6 cal-
,::.r1st8d !n tolmg of the totel=natlonal incone and ls tcrtne sf
u.ilstiseab,:-6 G;&-w*ii lu d'tffs,rest* fhe gsxrrr€r will be lorrer
i;:an thg 1attef. &,t s*cl: stsgts of l.n9 lnesns*geoera$tg $ris*
-;;;r;"ffi;iii" s"i *a""*a 6y. ty"tlon' Il*rwev&r, tlrcre ls
,:ro dou&-t ghee Eo& s33 i;;# pfa ia texo3 *:1d otlierw*ae bo

$];srltr teapectelly {f, ths rs.tse w€r6 prasr€stlou) but pnnbabLy

i.i" vory },sr*s pag&, of tg-*"&l} h, if ib tsere dieSror:able to the

-St*



. J1':rlolr

Itl thc ec'lauLa&lep of Ebs ..u Ei.r.B{a} Iuco:.s I coapoirri.-'l"t$a s&rnLng**,dictr-:Lbubed a$d unar-sLrfUufeAr aFB ir;c1udedrt:::d,istrd.buted pqg{lte'rr* &ut e,.vailaLle fo.' *ir,u*;r;;-;;*
:,i::rd,{tuF€' aEd ncproacnt 4 faetor tcnu:.ng io ,*ao*u 4ie p,o,
I .; c.*1 tY &a * onst4qs ou t of te tal lla t-l+*ri^uri fuigor* * Ueueo.f ifr rd$ffi to deducL Larxor, trrri ulrc.1.tliuur..,:-;;;;raLc prur-rLcr
i ,-:*,r';.'or{r t*, e,an*4gg) irqn tts t o tal ri*. t**${il inco;r;s i.u erdsr
:i{.} ,,;ct *}}{} f!tt eilqp1*ratiSe *Jo**tag,, };!ra;* i"b* *.ii.i;'ssri:ls€ lr*tu*gn
i.=,', tli}. r:a iio:"-r,:"l XHr;orrtg 4t*ri Le+ t ,.1,!;,i,.+rei*.,1& 11**r,,::.t: .f *; s+;t#4rr15F*
;.-j-i::1. trxi:s$d*.ture wl,l,l b* qutta *tL*g"etiu,i.*rl* ji!,ix:r€{!, ,rlj,€ i.r*r.l^*
,. , ;*,',.1 FfgSF;Al$Aty i.r $€'rai*lrtr.& cai.uuii. Lcrd i.u L(.li=.re ei .Odal rJet,!

".ll Iu*:oue is u*:'1lcr ^.,iipn ir: f or,-:g (.. i' I .;-!cuoirlt; irr:oner
"r., is bcc., i', Liro onl,;r lcru.-ago gr;ir.l-'..icrroii rJ .Lr;: L ,e pl',;'rclls

'=,:;li.ir ** ,.c,<rpgum le {:gl€rre*t€d i;} ,h**.*e gi *e b t}i;:;,ra**u*L:* is:*
;r'::;{r te {:1r.* &*,r'ir*6e; ef J.nsiivldi*,-s} *t*t; *:{ L;xr'* ii-riposair}+ L:r*
;..;,,:,.sa :ff* tlie gf.,,irer l*gi,d., if rt .Li; ealr;uli.r*ed j"= ier,*,s,:f tS*

-.r.1Lional inco.rre s Lhe 1ea,.a;:rs c;ci;i.r.icrvd v,rl i J,irr;Iu€g
';..,':'loii d*S€ cerport*be rovi,n€*e Arry eiin:,.':.:r,r,tl !:: 1,,.e ta:., r*"Les {rBd
,,...,,.';..r1{:ri* pe}{el,eu wl}I ;lf f,ecl" b}re i, r aFJr*" ii;; uL., .;ii.rslrric rr-*-
,.' -r-3 tire c,fg* cf tk nUJ.t{plLsr of t,ira li'ovr;r'$,,riiii.r}.t exrrer;Ci.trrfe
,..ii,;:i-glrt ibo lov'er' L'.s tex rait*c *u,i :Li$"' 5rL . i r' t]:e cor?,gtt-

, .i i:-vitiandao tht' i"FB;ri.or utJ.I hr- ti;s vcrlu,trlu of ili."r:trrornble
:.,.:!lig lrttd i16trcs Ltra .4f,e..r1,*r t,lre .,,{f,i,inal !,!ai;*:rie;i;y iit':\iil-

, : , ' !r- .,airrl iigllco the l: uL 1;tplie f r

' *r li"+l++iqiL 4qo-t-qrq

gbg snln Furflg{Je oi :ruliait; tsonic,i; i;i 'lu*rn-'l:cl.r;n J'S to
.:.,i;r$BSg egipS.Oymcgt *.n t,b* €c$n&rqr iirj ie w:.*Itlo i-rt;.-']';r'l-1:r"'. -:rre

:. J,,*:iC a,&d, pflVa'te S,t6 t{JfiJe ii:;J .1't'i;i'i;':rJiJ 'i'li 1'f iv;l L''; i:' l'u'' -*
:,, ...;3 l;*;iclg" tU ne *;fiil*rge f,i:.r iilliAi',.t-,'ur'i;t;li;'-,.lli-; '?r'r* tfi;;t15'.":''ldlnf-

':-i;-;r;l'bifi1; cff,aeas of itBirlit: lrlvcr:ii"'s;;lJ t iri"i 'i'f;; ':'';;{ i:lcreae&
.:,, Slf,iVatxr inVegtfgglfL a6 i;:i i-ug;ri'L t:i ir..;I*..,'*g"i 1'li*liC i;iVeUt'-
,,.,.';ii; fC;lrlg tu incfc;;$c tixir iii*i-trl€- o"l'i;'ri r;iii;;-L{,';i"+r'l'*:'e '':*'t^r^l'iirg
,':i r,:-*t$ tl pl:b1-ig fufVggi:,ixltli;* ;LcuUi;^*';'. '\i "'r.-1:';lt'tii, ::ii* inp
..,,,.,,;i*ileltt [A inVggt dOpOAr*,1 oH ;lrt: rit rr: ui i::;ti'r j'' ;i;r"" Lio
,,:;r::;.;i$al effiEiongl Sl Ciii:rtal" fru;l c;Jitili;tt Li Jrrfil'ereA ilrveeg-
:!,f llb Hg}} b€ thq reffi;lt 11t' a ch.lrr;e j.n ei tlwr ot t're$o ivo
;i',,;iufe {rF }rgLhl iic L;iin*11- s.*? Ilul* tir.}tir: Llv', i.'rtcj w'J}'* 'Ilit / bo

;.,ifss*ed brg 5":cry{rsed Publt c i$ve$s${';r;*

e) &*,4,t*" .S-{Rt'tt**9t

p4*o

Il' tb,r ::*rrei t*rY au tr uori$Y



falle 'r'o t-aeneee ghe au1,ply sf *on€y f,or transsc tr.ona, thf,r".te of tntercer Eru.t rlae l.-";;it-;;;;-;.*nc'onery
i's{:r,;Ff,t1rt8 t tfh*n tho ra ta of, d.r ?ar*p t fi 16g,r n r*rl vn fs irrvast*i 'rt r.rj11 t,e dir.enrrFr.sg. rrrrl j t .,.s . . ,i.,, .i *"**:.'i;t:rC'F.rg$ed tO pfeVe:.t rr dfrl.n o:-. ti e r::,:.rnt cf i..,i\,,,i_ frefrf 

-iO*
:!,!,f: :;,rp*Cll-1nl1Ve rn'|t*, +!rq,,: il i,,, ,,*,,r., nl j.,:,.f.i,,rr-.rrl. rrj.lI. :.flt
.l"..f:t . XhA .'tl ;'l y ,.',f i r1f.,.:, ,:,, i -'[ ,] t:,;.1 t *,e.;1#ft#*$ ,,! f" ,t]:* Jid*ASflt_,, r':'frt borrevx fron: &i-,* lleili;ln, i,yg;f?r irr:;:belld, el. f-.rtrra br.c" 

-

,, '.1;:J ic* lfharc f are * tha rqte *f sr:tere.s !,. f,$*: b.. pr*v*r:r ti:;.,'1i..]i.]r;xr5.t*1.lj-j1J'.:t(=l:c:i:i13il.ll:;t:{...]].:j;:y
:t r... (:r-i.:frt"t. the barrhLn. ,:y4tteyrr Lrr ,6,.,. La i-l.e r.Ve:-n: ent EOt;jieFc ,tll} k: :r,' ri$con,.l a. ,L, r,r)..*(.tl ,flfr:i .l r. prrl,!16,

, idlty-p.eft'f,*t:CrO Jr Jerr .,,,, ,i'j, I,,.. t ,, -,,i lv oi.
:',, r1.i,:.i: &r:d. I'fne€ fhr-, *r*A oi ..!rer- .*U;l.r:rt,:,:{,:},, 

r.i",. tr,:*.,;:i;lil e}r* ,fAt* Ef
:..::.:F*.ft,.,..l.re3;:tr6rf:l.:tc}.8f.1-':.:..i:-:i..:1;t.g1.r.-:''1.}.,..1={1,.....'.1.l.-.t.;

' | :f we 6ftfl t'€ rrJr-r .q- (-)iie f t' 1.,,-" 
",,*,i 

.rl. iir .lirr-, .'ni r I,l CAr' inn;or.r.'," Llte .iUr]r,,ly Or l"$i.r.,... .,,,f ) i.i,riJrl:_:,..-.f-fi-
:ti ItlcFeR6€ct, titen L.'-..-j"tr Oc;) t O l;-r.iO Of ",i.=*"-t ,gl-g
le:rn ntnble" A lr.rl:J ie u.'rf'-:- :r,-, r,r...: (, . n.. ,r,. :.n'rf rl;. l_n;; and

,:,:, ' r'lBY ftl-,glrlt fui flRriG.'ttr'.n*; .l .l: ihr: fu*rrig* 'l'ri1:.: :i":,erE:iir:€,rr
,,'', .- ,i"j.lrtitiity*pfef&ff:ilrls ilt ;i,i;ri;.;,:i',.1 X;..,:; .JI.r;;,rrii 1;-.",.;;i;;r-.," ;,,:,,:: $pS*
,,,..','ri'j.ve: ,i,.cti,s86e E*nccn tf thE ni.rir'.rl";,r of ;:it:Li,' i"r; strt in-
r','r.,irfcdn'thon tha rRL€ of lnLrr*nt r;iIl rlrlor r\:rtiian'togcr

' ,.:'::, j,n i tg deteff,lfn;, ?.{ on l.rr kc;ap f lr,{. l,ott-,'*to:1*1,: ra-t.S of l:t-
,r::r(ri; j- lcr: beCa,tree trt'.ert tlie bnift,e 1c:rd i.i. t,.n t.'i'J:rt',c: f,t tllcl;'
.r'.:-l) nrbjct-t to ttrs qum,IJft;i'.iio:. t,:i.;tlr,3ii,,'?1r.1,,'l i:'r i.'''.t:Fc$t
...]}.1not]rl"3*J.at}*n8er.Lut1:re*.Jci..l":].'},.."ll:;.:.:i

.'..-..$f{5|.*3r:rbt',i'11l.J-;.]*"i'.-l'}l#:i.;,..i...]...
't.".i,:rg *,r,5 pr:reltnsrl i,()vut'i*1i*.rii, i,+it*r. ,l . ,.t.in ',r-t-\'rflr'r j;'tB

I ,".;l'::'l*t*nt w111 !r..r.ve l:c l*or.r';rlg frr:it l:, jJ,l:,!J.;n :*:*rc: !,n
J:*f rea$on wh., +he .over:,:.". ._ ,.,,r.. . _i-r.c. r. pt:bltl f orrt'l_

':",rt,L)s tirat the trrDa of lntgrest u!11 ttr,.,ltr.i11 .lri:r' "fhJ.s iu f.j-
i ;,;,:,rl tO the dgn;fn,! pf,l-*e Cf ,'1 -;1r:,i ,;rrJ. ,:r,li{:tr :frff len:l-'li ':l'LCe
,.i' ::r.i it*is€t l.tl l.l:e .1qdt of prorj'rf t.Lv,.: ltrltrltl,c ci! lil,:,i'. :"l':J;:*ti r**fgF
. :r . i'j.l:,rl Cl' j;i,::e
."',',,r' :ifr* ,if,1hOf th*l f*.1"'t ef, !;.;1:;g'r;';f,u "ll''r l;:::"':tt1 ;'.i'llJ' ir" i.-if*

r,1',1 :1:.1,.';1,;d 1rf*.C* ',S,f & ggiplt,ll allce t. *hortlf ''rl'{r , -i f ::l.'i;' i:tv':; tnrg
',' 1.:l: ti:o f,at: nf tnlerost "tr l J-l:'.'-l':i t'': 1'.! '' -"i r. tl"tu i:i t:'ri:"r; tben
,',ri,-,,,,' :,r1,11 'n+t bg $O uilltr;'' ,i:t,l t.ttl.ili'rrtnl.,-r: i-:':*i':..,:t'r'';lFl' sil 'I; 3'l*'f59

.:.r,,'.1.,i1* .ht{t iS. bOg,qrfng invegt:.it,i;'i, ll1l-t, ,1.t,]fiil'1.: 'i,'.1fX I'i:* fO*g Of

eai; arr{ l,he nar3igai u*'i.r..rt-'ltc.. -ri ':.t ' j i. tl. :i ' ' 'e'l- 3Fl
..,.., U,,r*-5 t-tjr, 

"nOt.n*i"ttAy, 
tllrcrr l.i:e iI*ll,.l;:.]t:1 :.:l'1,,3,:: i?.ril tlr'l* l.lrpFI"Y

,,,...i-,.,:,r,,.: #,f e *gpt€gi **oU'b 6fg"e *r;1im3.r i'i':1,:r.rir W.ltr::li tiie 'tUi'ur;l'l

*4$*



:, rloc of n e*pt"!gf gr;:set t* Iw er skp t&e me es lgte.rq*S-i; ld6hn gb velrrm sf ls,vseL,,€sB xil] rr" Io;; irrJor gi5.,*'"l- i;i,* mte ,ef iat*rfog tiro $.llrll*lr t.*.-Vif*re of asl,ggfp"c;tr iloretur i g girould, o€ Esl. Lle&orr E-.et t-.e n te t ! tnior--; {iL slrffilg rlm gu*tc eerbst*Lrrti*lig b*rfnrs l* ul-}J e{' feEb sr;';1I I'n tho dEmnnd fsr e*xri tsl" d,!c t{r b+ au*re t i,* ir*tercgb
',.,]':t]tJ.€t"g$ $f &lre iaYc*&g*rlt e*ir*lrJu,l*,,t*, tutarl*.vef*, f**---**
.-;-:,:roE lF^€ Eerd th* rsrgir.a! uff i,;iei-..-, of ;;.k-f fu-L
',iuth} Ssprtaat de te nnl,qent of, Liis velu.lne. sf ,;*,;.,;;bpnB:

l). . Pr ,tEr##* -e{t4Sj!,e+gt- or _Q3g|€e *tseedllrsi, ::: Pi*tH: +f u.a apiler ss*".;ir eh*gt*s Es* $"4 *€ ristnffii**d by th* prasb;giv*'sfuId; ;F.i,5.*iar *eet* and elct: eu5r5,fu, irrlce. a "im fu ai€ *;Flti-,:."iw or e fs$t Sn ?&s p roq#Ettis y3"ald d,li meult lg;-
^ .;l ta tb r*lue EE Bixl eargire.i uff,i*l*oe.o ef €pEt€}, H?es
-.rY sEt€ ef gF= thfa€6 €r i'€eb LeBpeu LLe *,*rgiee,l effleleecgr
f taF*i-l trtl'l far r ' If, a, f a"il- ts [i,re pr*rgi.dl aff loleaegr 

"i'.,*r-+L&I reeultg tnoa ss iserg&ffi !c . ubll.c Lourutrcg&1 rt*+' ex-
..r-eioaary effegta uilt L'€ neutraliasd.

}trff-46 Ahs ireaettlsn f,ro*. low l$r*l"e g€ b.tgl" lEvcl"e
:, ;"' $;rv$atm8t ${cm J,&cr{'*gc lu liig {;rts [ {il' i.ri:1l".}-;s*c l,#
; r:i;'l i-ner{.bablf orBGrrro tbk coot of productlsn sf capt}e,l-
,,:rr;.6ts f.a tno Aappl-Il' pr{ce' HbsE ths supply g;rlm rts4 tha
,.;rri is&l offl"cl*s€Xr of cqll.tat uL1} fal,tr bscsus$ tbs rnirgfnal
-fticlsacy of caBlt*l- lp tlm ratc of rliecou.$t vlileb og.ril.r,*
,,,.r;rtes Sb pFsa;Fst'lvc ytald* sf capdt*-t assats E8 thelr
,:;1,rlrly pr*cc", Ji*aeer lf the *uppl,4r;tr{cc wrs Eo 5i,.sa1 tlreu-
i;i€ tgto of dicogunt rluuL bs trowur ir. $rde r L* cgura.Nx tlg' tr'r;u-
r,*r)tire 3r*Slds to qrs erlppl*lr pr**e1 asouralng gbei tir€ 1:ueepet*
.,- rf o y$*ldg frl est cfua6Ts " '*hns 6ivon * rl.a* tn the fup$l$ pflss
u{ eairt,tn},-fln&6tg rd,th tln prospsct:ve ytalrie cous&,4ll$f U}e
,,uirgl.na3 ef,fta$,sney $f $eptte,l xt.I'l falt. s;id a.o t'bs voluxw of,
:: ;irioatffist rt"ll g&ll*

ngry6v6rs Wn th$ ijpvorsrlsnt fuicrsiwce t${r sxpad*.*
i;1;1* *o pnrUtf,o rmige, *t ia f*L*f;" thrrt tlr.s pr*rip€c*I? y'i-rlda
,;:{ crhpf.gii.*mf,t* ydf psE* re@Ln €osotest but nag' fc}l* &mL*
l;,rsgs65f, e;q T{hr--1r ffiss1g!fir 3s dsft*tt-ftran*i':ng of tltE {.Fv€llt}-
l,:*:,irt 88d th{4-;t-steste aa nnfaveursbl* psy!rylegiea}' attX*
l,nds *"-ailG pFa t@qe*s' tb pFoss*€ttv* ytelda of prlrete
i'iv""&;;-ffi;.;; prrnrt* *xla,rt$Elrt en n auff,lcisnt sc{rrs
,,: ll u,adaubts{tg l,ns;€gclo thc selas of bualsass f{'ru and
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irerrce 3J'*1F Et?ErlrGr;- Dr' A":'. i-.r F*r.? optlnret lcalS.g €ur*,-e;:lr; thet €ftelr r.oekets wfli -,rii i rnetr.l*, overotrrle $]:clr prra_,irr:dicentr 'sy{f B t'houg& tho,y coaf lnrre t.* 1. nrr",,br$ irrEt ?*e !,r,nu'*I * rLt"y o'Mah *x Enr{ehl*g tiru r, l,s "ert,i:f{ciai.r, rffiuao*F 
r *rr nrl *unnou.Bd,. al E' L*r 3vr'3Er' I F ,

l,f leff?*gga}* gF"*Fsn*l.:t, ;i,rls*:.u i***nt fq,etrlt*n *ft' . =11c eaf er*ri* en€roneti-n- !nto ths terri."-,,-;;-u.iilt"('r'r :'rria{D, fuFtheF tnye eirrent in t,.gi ;t;i; ;l ;; ,*ri]" t*. .t for fesr tryr prof!.rn wirl be 1owered u- cm1rc;el;;-l;"' 'i-.Li€ €nt€qprdese. Sric;: aR *utaoo.o can onig bs af f,eat -gg
;:'*ir lEl*g publle_ tnvoirtn*::t tu BLri€ttJ= graVar-nnent actigi_

L -, ,, rrr{€ ron€-builtiin;n hon.:,i tar and aei,oole. i; i:* -"iiyiii ir(f 6r[ig'tqt$Er i19€ert6, ''** trne clt- ,6Et1$d:* r b,truca aanp$ tl,as
:. -L. prLve're bueea [n Btie transJ,ort b.i::lrrseg, a-,rd cotrngrt

olng 6€H@s G#nF€ tlng ei th prlvs te horrnii ;;. ffnder erae. '-erpr!*t prlvat* j.r.Fee'-aent niir sLif a3€esdr; ru'olie fu[-" .tr-rent. Sl,nce prlre*"e lnvc:'tnont ie c,.ref1 rei.led upos to
t ;11 the Fep bc&ee tseo!.te and conaualtton f,t fiil,l on=pioy*i . L , t:'o tadueaaeat to prlynts lnyeetnsnt ehould aot b HBt::-
':.t.!* Hhen tbra ia tngoluntar:f uneni'lo','nent, €?En tuest,afutr

ir' :i !d! rrd i turc nqy aor{,ch thc ocono&y lf the mut itpl!.e r {n ;*rrasr t-
r .i-' ?llen t ' Lt uG atpnorr that ';1 n{lt ion Lr patd orrt to $aa
f ,, r uoccplng roadt whi,cb sdda nothl.ng to r:Eal l"ncsrrr. If tire
, ,ltipllrr !g 3r tlrs trrtsl addltlen ts nslrey Jnccr,e ia S)
, ;j,IJf,onr If re frubtract thr orlglaaL ,1 nlllton H.on tlo
,',,i*1 '. t{,srr ts ffisl lnc@ lg ge a{}}i.olrn frlis +r'Ar:inal ; 1 rd}}isn
'r...,.,i1. tO I'8{td-€ntecFe ra ffi;rnla€Btrr ne.roly a redLetri.bu \*og sf
..";uofii{l tshag eJ-rea*y gt*'ir*r ti$t *rrr€& *'3 of, tl;a Et aiAll{en ef
rfrective dceq.*d 1g atrrant for €Gs,s1rBr;,,L!on, lb cslls for$h tlle

. :'orluc Ste.ll of, cn cqulrslent asr;unt of rsal irrcoac elrd ott ellu t *
..: ,c t$ t*l Efftgt of t tro Ori.gtnal, au *}.ny f oI' s p ro Jtr c t whlch
,l';*u $et odd aAytbt4g tp rssl lncsi,:e le to add ;8 nilLlon Lo
:'u*,1 iirc*ag end eusput $,ndi.rectly. Obvicuuly iL 18 b*ttsr to
lri?c us€fr1i sg3len&*t$r* but lf thta le irolt tically utrritrsirxblel
-;;:stcft!"I €Irpandttngg {e be ttar tiurlt nothlng. firun r flFyrnn{d*

:ldiry;, €ar3gquake*s €T6n Hera r-sry asrvo t,e lr,cr€nao woaltht
**ffi

!'A*P. Ieraert
rrcr i lld,n Coupaayl

le S-c.qgqti{ce- q{*ih4tfq4' Iierr XorJct

iffi-*'#€R
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,o sdrrgntl,on *f outr sta'L{,sr:r*u on
:,i r:;fr} * fr*!*r;n{Cn' .*t"eigf$*: .t;: t.t.* ..* ,

i:,0 l:ffl'tf..., .:,,,. uf. bbr
,;f; rri.::'lir;a:r;., l,r* {.,*Ar, * o rr]

'{?tg srl$uletj-'v'g {.3;i;1'*-..;1 r-,', ,.; it,,.:1,",r.-:,r,,,,r,.i-;.,! ni:strrtno'I.-:,1 ii,:. lnCfOaee ln -ul,li: i.i.c:,*.t:::t. n"_.!., i..":
,:',' {sg !r'v*6t-s*entr : ht.** t,hi: il*::nrri u;;t*:,;:r;r,;il;;";ff}"
.', rr&Fr *Xtnttng planL r*plclt.i,..l., rrsri :rrsvg t* bs .i;aade-f.lr neet the ri,.rftnnd,* .F,r,r' !.:::? :i. ir ,:ir.. ,;til 1,._---,,-

i .iriJ thls invol,vce i,:r:r-,,:;.r!i i,rv :-f , so .ll..i,r, t$ ii
';;|1on f rog, the arralyele rtt t!:q ,.s:rrr 1 ;.!,r,,.ri... .' ,*=u" v€.'tx}tntroduf.lr.,.thg;:r.t;..*il..1*..Tffi.,i}.{*itt*
"nTnoalnn 

coneelpt.'i-.d i!o,:g rrc.t ,1... ver., "-*::o;.L.r,;..
,'. t',{i l.&.r'neslan ecl.e.*le, i.*: rlrr i-r tf :re .:eJ.r;t.iat:.gn
":rI,'rfJ.n+d b.' J*''. illr:rk ,.,1t;: !!1.r.:ee i..=.-,* t. . fl:rcii..In-

1 ly r*rraocl.Rted ' ihs rrr.- -:Ierrr Lnr :rl.tilrs lhc *t,'*.-rrr*irL;'
r:.gog itt coa*rrutF tl,en to invc,c ?,;:en +. nnd lt. r.': o Lr. ' iccl,ic .
','il".l he nCIted tl.,ut i::vr: nt,re::l i:rl1'; ?.,:r; j... ;;t :ll.t i . i...-
:'rlri uhl"ch alFg alao 1-tllr.Iy in-r'rc j.'.,1::: d !l i:,..rur:j:cti i.r.

':',:,r:.",t gfl dO&&nd" $u t necordd.'t " '..e [-*rt"fit::, ;]],:i'i}r.. t;".c:,': ,:.:t
,,,,::t.ti:tss t1!t not veEi' L.tr'prtant lr;1il ;irs thur; *x*l:.;*rri fFs;;i

ltipltcr t).eory. I'r'-rfcs or D:1.1:rrl or ti:s ctl;er .-.'.r:,{,
,:,,., rr:rt ti.:at fiHhon tlig 'iilrctf.un .i-c tl:nt cf rrVnllr::1i:..- l,lre
,:..-!'j]r08I}aftennd*.frtltnlfi:...;'..i01.:.:.i:.."i,]i.':...]..;'l."::,
::r 'iltt:' $f tndrrced lrrYt'st:i,s;1itr ll:*r:lr j.:r11:lcc i i:c:i:,:: ::i:,lior.
':.! ,; rl,,,t ba lgnoratl.tt Xt' ig:ritr-t* r:b'.'li;ilfi t::at !'r:of. DilJ.ord
,i ri,1ri the acCalefgLOf ;'iflncJ-1:lc 1n ' ,;nclr

'Jr :$----rb

Ks yRea ahs t Fr"t '' t:s f rs'r' ti''t" 1':''' 'r li'ir' tl;g '::i:!f:l:r'':':l ii'l]1
, ,.,i,::"trrss .ia lnvsstrent u:rd cilangeu 1"., il;.luct.i jliutit,;* *ti utlr
,:l ,t;vgly, &nd glgulteneounl,y. (But i- j,n ig rrol llt:i]{:$rsrrrll.;f
i;: tlro nsvsrs€.) In JudgS':rE tl:e i:fs'{:tl"'":*bi}it'' uf t}:e
.::' lJ,.qf uCncOpt, !;Oweve*, ct-r:lcl cr.'rt.lrr=l l:,'.i$1,. lrtr ;:1'r'*:; tll6
,, i";.,.t thg1is at* t;gE l"irr;l .,t t:iqc:l $',lvi ' f'-';LV': r': r;!::;ili;;;-g 'rlt*
. ,.Jf"rrgu lr:f ti.isli,G, l'ilreA tlter* t, :: ltt':{j tr.1;" i';':1"t:c*:t i;ue-

,.:.'.:'!l ti,i'*$dtng$ ,I.;,:r.l fgt:r:t Il'J,in;l*r , f 1:e:,: i ''; r:li" 1r] ': ' r' -: 
" 

Llrc

$q,ne :11*-*llg$&.' i"';i' ri' f;' 1 1:''i'?91
-_.-;di.6j#

{tie rjsoEl*&.is,6 oi: d.i:. i;gyne3,r 'rI'" i'r'r=1$'- o

tJ,ll" lie}.nee,

-'$, Dtiip.rd t
", i..''{ r
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,i:.;."t'tr expqnsfo&&r}t' off,ocla of a I*r,,n, ittli,lI ." {,.xr,,sr.{:ii"ri,Fs Hirl
f. ccuf CIafy A@ L$$,e gf Eer LL ir".6 o**r. .*"du ;... li*. 

"f*"e-i.ri;ieouslg rt sh Lt ,qa s^ssr:n€d tr3. Lc. nes. ii ;,;t ol t5s $s&€*
T.-:iit; variab}oe n fnf : c xfifi'iFl6 s i;l,s,,*r 11,.13;;1[ l, roplr nnitj 

-io" 
olrr*

.:,.;!.i-' w$na tn cl.&L$;,-gn tjie cx;.cr*;i$ti,rriL, !.e$erB s;: t;lic ptrirlJ.e

..x.,*,:*r1:Ltu!'6 r{i}l b* aI tgrvdr Asd, oncc Llie pub}lc npinrting
,1t-iiJ3€$1 gfte fu16gqr*t$IleFar"*,rqq el'i'r.c fg giil , 'frudu*113 d6:1,[le

,.i r J.rrlaIl5r dleapper"

ilb* f l*erx i;gal-r ilr {iit: *'.r.lJ-lei .3i;***,* 6* i..-:i: gir{} r.ldr.-
--,'.ii';: .i{}iL ef. tba tJ.t{J'g an:d &i;g d+vr"lf.qr..:.;er:t rri rirs .,'r,r.€Brir:anr

:..:i,::il:rlf;1r be*tlFega 't$*5 *ad 1,,+5 g,€c* tr irc ir .q,:it {}g1.3:r!]le g{
.-,.-:*'+rilt*,t,L-Y o$ bslrn"iJT lrii-:,ris* ;).trt:ag th*:r*::l'.{ui-!. lr#,Lss:{:r* ?#jr}
'.'. :'{l t *4{} ltg}rrens r *-*e*ee re r*dtng t}r* rcla *f r',ui:llt; *:relrdi;Lg
,:,:,r::r.'rrg*$rt a}: iup+rt;lreb eh$l*€, I,r 1',i35 ire beliar,+tl il: 9;hg
r.rir,:;ir*'l't $ flf ;.f:ce$*so 1*&Frt it* i:el-1gv*t3 tj=,gt Lsr: orr*,r.'f *'-i:l*
,,.,::'.i;.:-rlr*, *.:r.gr*VC{rn!*Se*, s.l,r€;r*ii*g r..t4;1!g{ b* *,:ff,i-*1r,:1r1, 9g g*t prt*
,." i;() *&Strqpi;{ry i,it nt,ltior-" L.rics tilla ,:,aipp*n*? govc{.rit,r€xt dx*
.,,tiiture €,$ul{i kr *cit}ri"i&i+n vslb}lrrub f-il:.r **l"crtn*. un Gr+r,lo,"*
; ri. L Ernd L,ne€me. Wboa trle Qg"qJ*$**:g.crffi uri; r: r,- | Lg;. it-' "l tJ; t
,: ,.i*(i rii;,ga,rdcd tlute iliaa*

$t*C*Vefy i,n tlt* ti,.lbud :ll,;ltsE l,n tl,* nt'riRg *f 1935
: ,. f,*rllgws,l by €1 t"*},&i)ct$ iir iji"rc la*i;,rr tial, Erf tli** )rrlilf r

.,': :,.r1.!rJ qr'ictril,*t*rd tiris -',,*' itia,"lO-1::,rtg 1*l:rl,: ,]r,-*..tt'rldi tr,rrcr r'.1 flm
,, ' ,'r,.,. 1*f,: Of 1:;;11 l;11 ri;r,iri tl,:st 1.r'3il:.,r'ti r't ',tl' lr4i O?ta1.1: rrnUlCl
r,,,,,,,,_-:ril alnmt A-nt*.feIy e1 IAf,;e1. IOrrn ti f't.ii,.lj,tirl't:8r ili,ftr,46
,.r,* ie5-:!.$ SOnthg }O*rn r:xp{r.lrtiture *,:''.?ftrl\Serr f,fO'.r &brl1li ilO{}
,:-L.Liti6 p*3r ffi*llth t* srbout -];i) nillion rrfrf lili;i,itth* alre 'r?-

.:':i:iiltion in mOO?Ury .lrffidiCtrld b"v iifi 'nu's ditl m$ult; r8cglRtt
li;r[t* end, +np],oyrnn*! itt;,rclu:.lti b.,' :riigut li i''JF i:'ftItL fu: b]m

,' 1.t.r; b r*alf Of, tg}t*, 1?-*t fr: t.,r1, :Lrl',r:i1l;8 'L:r n$ tici:tl- i'tfle:rltl
,,,:,r::r l, or {* tl_rnog thc ori.::.inal Lncr**lg* j:: lg*u expelclitrrpst
: i.,,'r.r-t rtinit fr nrtltf-plier of 5 or l"o i':li'e "'r'';l:il 

tlr i'rfr)il& t"lto
,t,,,.::,;lll.tl,,' *f iigi"rllglttt g1r::tl$l'lt u.f ll,^ ""ti'!'t 

i'rr''l'i'r: lr

v+h;ne iif i,*':j.'.;rr;1 ti,'|i*r::

' 
3fri r::J-ll f ort prr rt''1nth '

ol' i:.vc l; i;."c :.- "' t' rL r': l''
aLX, niilllur.i I cts ,r:r tit u

i'nlllt4 alreAdy Seined r:loirl* il* I' c't'r f' *

:\,.

I,n Juss ?$5&r L:'.
"::irlt turs- Wt falLi.:::: h* I nw

',,,,:i'', :: trrd tllfit 1l' t;]le J*eVe]
..}l ;t{3 lffi' &s tlre iev*I sf,

", t/ \r aY*.t - '*
iiir:v l;i:l !i
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c vJlulro o{. en*rt'1i8l1o;r rsr.errdin,- uof,, i.r.:ic.rsad to t+i^, ::i]-r.u,ll sr .:.sntha ire * r€,t i cted a i.Fo.lE ,,,,. -;;;;-;=o"ol. *i;;*,rr i'cn-rar*s in hrsi;ress aet*vlBr ,,.r!,i ;"-;-;; .i iiroc r orseri; ;hc l'nc.$g;r{je ln g:,6r:rf { rc,- i r r '
r:.**alr, a

Tile_ €(, Ji:"s *€ 
':EFA 

isica b,.t,Het- n 1 i ,) .,u*r 1 t3 i, dcsptte
r..'.'rig ,.,..Bral f1l&fr$e Wq$ ona .:f L;.ro, r:tor*t Fri .r,!r!, iii g,B l,, igtOfF Zt'::{AR bU€Ji;tggir Cyelea. I"- L,ag 

'lrf t;rrd h.. f. ifi }";;:
,.:.:n:}q e;ti!*fll&S8t IAIn {}.ii:.,.t}'n.:!,i t:t:,,,,-,.- j,i.)r,r:,ltuif , i.l;i;* V,ti,I.;.;::::ir: *f
., 1,:r:.tFi;r:1$11f, l$gn CX;r*i,l*i*q:, e i';-i;; ,;.il!r€11. l,;i.,_.S €rfr:_if_.-ob, t+ 13tlAfflgtr.*A'-(' i:rygsLE€nt to a l-rr.,e dc1;r\edi a **"u rargnr vol,rnB efi.'.i $Jq)€ridltueg ni6ht ;Hvs ln,Jui.'J & st,lrilf..cant-it**.o. J.a

....''!,'#..n*€ ,l3lga.aA.rt*,ilt*. lg€g f;),ut Er:l*r:ls sf pilo*atu 1::.g*rg1n*a& ($*
,:.:,r.;.:'l$ri &ii;:*F..,**41y tOtc &l,S'u:fh+.*rt *$c t_'-Frc .as il*:r:i*:t:rx*d t*ttb,. t Eo'e* lncor,o-t,€ngr:atin1- s,< ,sn.iit:r rte tr.!re di.ret rcJty
', ,,.;" i*tl**d ,bgf *le* f,adere,l t€ver;rpgnt ttr *;re ,e,,:if,d*1g gg t!}}F*

i ..::t' cj-rauAL*nsorrnl.v wlErr ilre rl,.cIi.ie j-t la'r;". ,-; ondit,:rnos3
::r) *ligued Btre ..Bsr)€gt d+ell,-a+ *rr ne,rn. :Ie nctlEtt:i cv€r {ax*

',.,,'i*,rrs&d l.n ehe Errlaod $taL*n* ,1Lth*::i,,,t,: st.;q1: f:.ctsr,. {e,.o;:,-
.: ,.:,i,r tl:€' ri,s*llrsrtlI1tLe;i *f ln?{.,,} to^t.'i.i--g} .}*,,, t,db.,: t*.{ t* tiiln d.rirfirr.

. ,r f. ore 6i' €irrs to b* i.i ttle ,lr, 'rL tl,at t L tr::."i ::i 11;,'
, :;.,-;:lrl by t,1lt {ecl^lnd l rr 1,'ovt' rfu.,ali t ln:rn *.:{:;cllCLtllra ,} fllg

. . ,,"r",,:.orl L;l;; trsd wglL .... Lu 1').r- . ,ievr;:i or e igi, ! :,.1.;ntlrr: af te r
:, lp*nlL:rfrle ttnuL.g'r litr, c* ri),rls '.: irrr,'1 s,-cr.ri1'ln5 ,,,T*e.lrlr,il!.r€

',,:,: irt:"tt|:l u:ld ....Cut :r. iiln *gp:tl't.;-: Cir,, !j 1.'!,,,1;:.1 i.,.' f irgE6. ,"
,,;"(:,r", I:$e?Of-tr tjit& Untlt:ll!,r&",! tlr' rrtt.C, 1',r:,i,! :!'d So:,1t,1;i,t;.r,r.r, r';ltlr

. : ,-*;t(]r. relapn& l;l t rj:i I $l: tntr l,'.r cic i, * n;:e .' : 
'] l"- odl r

rt,.g collct)r ii t nnce r,,f .i :.(: r-t , t"' ' o'.;- x c' l i t':ln,
, ,.,r, ,tRCtA{f&*6 iti, t,."rl{i;;r.'; j 1. ,.r: t, , V i t,' l:r i.i:;' i:,,,':'. a"'ifl '"rl:!:(:,:','::l;' ilg-
r,r :,,:r:i 19'5,5 gnd 194S iJSOi"lii tr: 'i,f 'r'{}ii: i ,:i-j; Ci.i:i;.':.;",1-:,ii.;r}. I:i*
'. . ri:1 S"t, s*e:::s t** vBr:-f1r tl.o ?-lico!*" o,f f ir* :it*.,i. l,i:.Ilcr iti-.rl t,]'€

. i;"(: !;iig ve,r$.f!gab*an sf, irJr; ,.,ut1 '--,*oi1-:.:i: "ilr'rll t I3i.tr, ny:'i,r''c11-
., I r.:, i,r,r(i tile nul-tipllcr' firq; f;ri1':l'g {.:f i'r:V*"1{! iJ;'tur1;:-'n:'lt i'lr;i

::,;t,, 1'tli t9&)ln l*vel $w^oilorl t fit',, tl1.+,,' l;illtt lilil'ti.e tir)crid-tr"n$

t+ ^.\t 4 !* |
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,,,ilri Lo ,i,.lgCau,fal:e ;rfivrttO rtivr 
""1 

!-.,u,,1". * jr,, ;',i r,t;lf.r' bo
,;;ir,-;eV€' f:uL] #$FId"];1..::git::; uti.:. .ei, Lrt L'.rr 1, r;, j1, 

1 .,rr;,.ri,ri=i {r, ;:,tr* Loiilt
r,:,:r:itrij.'Llrn&s ratlr*r 't:.&n tlrq .l;,,npr..; i,,i .;r";rr;i ,,i.)*,,.1r:..rri r- Lt.tr.,s rrnd
.i ,,, , :::r:.1 tLl:lier* 'firf l"JilI' ;rt,rij,i"it,:i ,* l*..,..: .:r1ri... 1,,"1,.,r:ti*-,,.,'i:.,.{,:::fe'tl tlurt :.OVGfiUB*nt ,.X:,,,eii*jjd,,*m {}g €a Sl.filci6lttly lgfi:O

'',i".--lt,sit*r br:iag:l*e €eG;rom)'i.-rt1;'t,, ir.r,vini. oi'full. o,-,ilgf*
,'r,, i,r ncrl,IouJ'lt$ i:t('xu,15;qS jl: .:6t"if '.rrl*Ct:t ..r",lrrrl. .rg Jli el
: :.i'i.r,1: 4,'c:e,9a ? tnfl"eLa on fC,:"}a*8d *lT*i;:,:,1tr...',i{:l11:t iii::. ti,,,* L*irgBgg tg

;:(, rio e tc,bll1ty.

fllc ex;4gf{c:r*e lrr bi:e, irraiLee! -Lafsa .. ii,sr,,i 1g}j eild
c.s{I'}y t?+O rg $G€r.rE t* t;.-"oLr"t,L . u vu r.Lil g( rr IL*.1.*,,;ttfj- "i,- r€-
l' Lr i.eyneB? Li.€oricc, It ("i ru :r.l:*.'.1=.. Lt.c ,,r.i,*[,r'Lri:11;

,,.,:,.::ljit;i tS*.; te.riftce tii* i.,:r-1=* !a* rs--.ds',bi (l,i*) irrdi*
'er-. tlrat & Foty .-Fi3i vol.,lnl .-f lo;i:: i,r- -.ir{.j.L.:rs ,:; re'.i.rJ.red

.r.,, l.rr$ng about ful}" cr";rl"*5;i*Itl, "=ri 
,G, ;r;ryrigvt- ;..,:;i1,,:il,r',t;rl +e..:i-i'om$r

(ig, deaonr,traLt'e t,i'et -','t,l.c r il * l..t-* .;cnle
I i r'.t.ise ;ncgcle F.rrd Orrt; lrt re : tll., t' ,i I'v"I i-lu l r-*$!-,g liur;
I ,11 c6:,Io.\*rtent.
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rlsfr& !$Ltsy

{;iii;FtI it V

Ai; A i; -- It:rI,J. J] $EtrtIiI I E&S gRE

Ea ihe l^est irrir e:iapipre .,1+r hnee {lseunged flaeatI ie:; aa au6geetod j.n tlr€ Gc+q r*l _TrreoFT trr errnne. i -"i-.rrtu.r.;.i..t}a"J!.s;:''{ssr.r49'!rEsbgenffiportante*ntr5.but*
" :" t", ftaeal_ polle-v. K€.yne* | rr$Rrl'lrpalon: ' ,;o ;h"t-;i;;

T cerieue }*f:ru of equriibrr* s:rieh BFs rt*irei..,l-i";:-": ie .3s- thap-f uil-enpie3rren b " Eut since r, ta bilt ty Grf tiia
'.', rl-';o of i8eeay hea baen- oaa of tb€ 1;oals of ri6snsg I analy tl-
:1r'.1 alld ;rlugramette ah'4llar lra l*es s}eo made i**grortant ir*-
i,:'i"brrtloae *o,gbt ryryly*ix of a aieu&*lsn of fuli ercployaonrr
, . , ,r il tbe LeEsf af fu31 eaploy:r*n t !s roae hed , aa{ r,oii.ayllo*
,r. ri'ro e on tlnuta to lnc roap* , dennnd rtll also i-ncrense. But'.l frrll cqrloymatr cluBpnt a*rrnot bo furttrer lncreaeed' Sivenl,;o lcval of, toehnologr and tbt trESotrrc&frr Hhen;on$uniltlon
, ;rt-1Bt la not forthconlqs to neot tlw lncr"eas* lri dorrands
,,ricos of ssoda d.Lt nlso; laflntlon sata Lnr Inflatlon
;t:r,]c not fff,act overyona J.n tbe B&ns way *nd tJr ttro s&ss tl€-
,i'co. tb effoets are dlffeftant CIn poople aiiri riLffer.rant
cl&seag. *,4 & gfaaral rtle, t l:aea ul:sr;e' i:ico:,it,F ntt flxr"'d
-'. i'fl unfaveiurnbtSr af fcaXed by luflat,lon, for e:.a;:rple, *rodl$ors
,i'rd land'IqrdEr Shooo uha ow6 fl"xed gun{r or t;lior.ro t*lroes t:r-
rl-*,.i&& &re f lgxibl+ b,e nefttl **1.* 1 d$bt,:rre arr.d en'LrclrrefiGllFsr
,r,l1i sntro-[rliFngurs bgneftt moire t]:a:r debfor*n fnfl*:l,inn rc-
;:'i-:rt;rlbrrtes lnasl fuicaw nithout r€$f,rd to er;rrli;;"

Inflation sste ln ulre$ outpi..t er{rrisi; to be respeB*
,ii.\'ii to lncrgrafi€E i.rr effeeti.ve rler,,rand err.l &s €r result prtces
.',r,|l.!" frnd &eb AUtput *agf8acee. In gtll$r b*Fdcr Jr{}:.'}y*lncrrnc
r:::rr1;!tr1"*t tg tnslnoeeE wtrgro*g rtsX, inco:re cu'"rl;o3 to i'o rior fba
r-i.ris Ln *CaAJ*taCOcra ewolle tlre lo;1gsrlilE f,r,rld aird tirue lersere
::ir: rate ef L*t**a3* lbls lnsreeri;ea t'hs l"rLducer*ent to inve&t
:; :.1.;:li ts u3-rea{y Sde g*a*g. tr.r sastnltr full o*p3.t';,'*re F}tr f'':rJ"l*w*
;i.,,r,.: tlre gr1&t{ptirr esnsaptl the ir,rsrssse ln fui*eetnent dlt
-;' ';s!u*e &E: t*el+as€ *$' Eb*eey*tscom ktrleb le {'r'g&Ls r tlralt- t}lo
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*rigln*t *ggry*g* tn i*vsclwat, tilnca frelre$-inssm ,is.,-
crssisF whsla reel laes*no rc{ratqs *nct:raaged, tt rsatrlts tairiflstlan* b, etbnr rserdel ; rtcaa rlaa *.rL aaplo3ryat aad
1:rrt1:ut rS Cot**t+at"

g&grugfne *xte$* t*lrna tllr yel,u& ef tnr*stwn* t.s
licss th€e cl*ff,te$*n8 t+ f111 t,bs r,a$ bstr**n Lascmn e&d cga-
elurnptten sssffi ta filll ampleynen* a€ *xl.s*J,s$ p.rtq##*
ii;;t!rusgt* 

- 
*f*lettrc d*Eend cxce*d.a e$strcsate lsleoaE exgsgs4

:.;i surlqnt pf$€.*$* sbtrsrr t r g*r eild l-* s sows **srt
ii.rauib aE lg*ree* iE pr&eee; &sB9fr!ac+mE. aad trs5g5r-ggvi-rye
:r;.,t;ll Es,*3nre*Ytryc sed €he te*sJ' al?;s;ist sf inr.eatwat* el€s
*xi;ire8$& S8 tols$ ef n #s t*tsl af prlees are eqa*l, fu
dr.cc66 of 436.$fg8& effeeBLrg dcsnd ovcr Lneoee et f,e}} rB-
:,3*}'ssnt axpregsed Is esfre'a? prtcae ffi€€&*re.F thq laf,latienaeTr

r.i g,gal er laf,tetleuery 5aF. Il' tirie gap le aot r€Elseefl,
.. r-usf- S"nfl"rt5'cs * te ia.

Hesgtrnes go suppr€as an inflat,tonary gap Layslves s
;:edusCl.es sf +sgregete eff,estive 4e*aad belo'ttr its potent.Lal
ir-v;l. Ehl& Gaa br brought about by reducing tlthar tts Fro-
,'*n"slty to ees@ or tbs lsductsent to lnvo.st or botb. Asd
l;inca {is?6fseat cx;icagi"tuf* cOaoEltutes Pert of ar;gregate
,,,lfs€t.iVo doCnn$l the i.nfLctionsr? 6ap E&n b reducod tf tbe
.,ov{}rnmnt g$-tg tts expoad,Ltut?.

wou.Slljitt tlOa
.-+--.dL-

Ebs Be*P*nott3r
;r*nsod taxat*ons ard ( b )
:rvln;.

ts eassulas ecrrl be lowsrorl by ta) in-
voluntary m:vin6, and te) cornpuleory

e) Feqllqtryqt,,, qft$lo+ e3n raduec tLG propane{'tv to
coirsuso ' en b*rvo @sn ths$ Pre$$egalvt
baxatloa [s;*]*r*ul* te tnoiroEt taxsbj.s* (u*taes tbe lndl-
ric*t tge&f,oit fg vtr-Tr g6:1e€tlYs 1 €rgr 1 ts diecourage tlte sorl-
**;ptrea of earta*s **uwrt{op 

-sbrIh 
ere aocierty und$6lrsble) .

itu b d"34eg **-l*t$*fo,'n *ctirs as tax{ltLos ot} eoru:radltlos sr
iL's$rcesiva lqrytt{ fg isra d*elrdrbls' 5}ila ts beesues csrsr:ed*

itl" 16xea ru1IL bs ryre iggu*t{sa fs reducfag- co''a*$Ft"tan* ' XhLe

.iu dua es tt,-d;g i.u*t- tbq fyll noer r,s&vrtff on tha tower
rnqsmo grcupc 6ry[ e*.nEe !.g Ls tlis morSSnF!. Frol'"ustty ts eonr

3r& of, th* lwn: !,*sw-gdop* ryre-leb-Ae lr*'gb' tt 3e deairubla
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tblr pot€ntrar expendriure on conau'Ftron. rftrr suFlrr€aa
,.:ro*gcwlw tamt,ton Ls unod,, ir wtll farl rnsst hanetly os:...e hlgh Lncore Jrcuis, ht atnce the i*p"i"rty to coosu@irf lrigb lf,:oq* _ srroups Era Lou, g radueti.on- ia ttritr, *on*y-'
.l-nconrrl s{ll rct mduce concurni tl"on y6rl aubetanttsl}yi lep*
, ' r,rF tlsn wlll' atlll bc pe te r, tLtf y hlgir a:rd lnf Ia tlon can e t,ltl
.,ir i, in. Anothgr polnt fu tliat tulr$.la trl,* rj"e b c$risu** crsFg tlrastiie l.!sF *g rel.stlcn ts thetr nuaber* tha rleh tlo nst eorlsuw
i:'r,<)an5lr: i-ra tbe qgf&s€t€* fl:ensf*rst {g !e better ts reduee ttie
i iir,:.{;rlt, irtlgg gf t'be le*lcr ineom drceFe tret*r;es ti:*** ***eum,p*

(iii Ln th€ aS6zega'ia fa rrofiE then thai sf tb€ hi;ber iacone
:'i.liiFtir 6tnee *.ndtregt t,axatLor: sr ccilricdtty taxea er€ cldls

,.'ffe,st1.Y* tb;*& p#gflSaesisa Lexatlon Ln, aelrf,€vlng this *J'n, tl6
.r' . f ..,e r le pref erreble Be Ehe }atter d rr rin.- &E ingfs L*on.

c.s,m b€ reli'ed up€n tE ra€usa tl1*
r"*lusa ef *eamtxpttsn r:xpesdl"Eurs" $artage iet efteral3, ab-
r.i i;,atttl-glt ffe* e{":.c;i;i,;;ur.r t}rs ouly f*ult of voluntarj aavlng
r:,{t €r u}€&sun$ a6*,J.4*t lnf,l.&t5;a* ls l"ta laad*qua€Sr hie bsvo s6e!l
.:;,,rlj.€tr tiret ths lotror lncaso groups cons&!&o rrors ln tJra a$l:tg-
;,;ii tc tlu,n tbe htgher lncome gf,oripsr On t lie otlrsr lrasd,. lt l"s
:r sse in tho lrtgbr lneons C?oups wbc are llllcl;r to 6e?a rolua-
';nrily. Ebg m,rggst ;ropenef.ty to sa?G a,,?ong tl're loner ln-
it):,ie $roups f,s [ou. In VtCv of thta, aavlngs Ls not ltkely ]'s

;::e sufflcl"eat to rgduaa csneuntr denend to eqrra,lLty witlt tils
ri:,rcugt of csnrutnar 6oodc avall"able tn tsrr.c of 1ro-lnflaLloner?
':d"cgtr. E€ tratggr hou suctr the rlch siiifl,., r;or how ti:uelt ileSn
*r* tex*d, ft rrtll not suf fi,co to r"eduse the e1 ondln.- of t,!re
,c,*r out of tbelr eabaneed lngsae"

e)s+qPlegrJ'eagl+s"canbeueedtcr'rj.irforceYo.i
lrrntu,ry savl,n5 s not *daquafe to r*e&rce coli*
,"Lir,,ef dansnd {o thg dsstred' li:veI. Hhen conpuleory-' savlng ia
in operil*llen, a redustlan l1;|il" be nade fron eurrent b's';o$ a:rd

.r::lariee asd's$sdltsd to oavlngr accEurtt rtirtsir would rE:rain
,,ro*:{g*-roi' me dumtlsn sf t}1; lnflatLon. fiie lsuost incorip

;lroups $olrld be exoep$ed f,rom cavini;e redusttons i birl"e fs to
r:;ab1* tbes-t* Lgvp iu*.ia cserfortaUiy. Isterest could'- be peid
,,-;r1 tfus o*rrute ,coap*lleor:tly h*1*" At the epilrqprl'ate ttss
;.:f tor tti* gn}f^eil.o;, tlo eegini;s ascoun*s woulri be unu'Locked

",.nd-b";d. sva*r^aure for apen'dia5. irhe irset i,iro*:1 t,ious l+*
;l;; ;ilxdhiti ft{s poreuniins po*sr wsu}d b€ slren -effeculra
elr:nnnd ls &Ef,l*tent esd tham-ta & threat of f'npenf,l-n;;
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deprn&t tk *onpular:ry urrvlnlr plan ls conslstcnt wl&b s
mexLrua f,neodw ef, e,l:ol,ee €a bbs, liai.t sf th€ con$Es,artl ea dt*
"f{tnq trbe't_ to eosrtlt r Aff,er el*dir*t*.os for rardng bas bsen
; e,tle frcg hlE HflrEB, tlia tgagts-caFr,ef, tueulci bo frge to gliooee
.,il veiut to 8:,8[d ."LE Lncore (r.r..krn6 uIlo*iiBGB for iaxac It
;rtry ) "

lnne e tsean t

ravai;€ .;ep{t€,ls (b} s^porb€ *.Eci {ci 6ovrjra!..eat e.*peodabune
or riublis darestsst.

e) Ff{qek €,apt9*} -f-e,tj*{4.{;.+,?;+1:l '{bE i.Eidec*aest €o !,,*
vc..rE 1g *itcere or ;*** E's ru{r*}rnl^i,
':tt'ieleaey af espitalo 'rfu b-arre a€ca eafliar rlrat d,urfuag en in-
flauS-c*r1 *n*er*at xatEs i;esd t-$ f,&J"1 bsseuw ef, en lscressa te
tlie loenabts f,unda l$rls $6s!6 s6en thst tb tuducene :rt to in-
v*e$ tr*,!'f * i';rbst *eaucriag tllat' glis ;;mrgL+al. *fftsloncy eg
carrltal ts 6se-Ftast. tlrreffifofs; e rc,e€ {e ths nr&rgies,l eff,l*
cieney sf qeptt*l. w{U a,6;grarato tho sJ.tuatl"on. Arrd durLag aa
infl,att'on t&o sttr,llns3 efl-Lcl'eney sf, capftnl ie llle,oly to be
i',;J-*r L{ve ly bl'sb kracsusa tire de;$&rtd for €ofi&ltirpils;r outllilg vttl
,r$ ,,1.g&t. Ssnes tbs flo"€!ffireont nust tako poattive nettor' to
ra{se t'hs }stt sf {ntoreat bocaueo tho ffsrgln&l' eff,i'slsnsy of
cnpl.tal trg bayard tbe eoetrsl of, the €prarnnent. Xlhe ?rqy te
r*ii s6 &he ret€ sf lnLe$sst ls to rsduco the ies:raiile ., fun* uhi.elr
in fact m€aUS tha mduEtisn €f the Bup;rJ.ff of, uorey. 'Jhare a,m
{t $rrgrfisS gf saf8 a $sf€rrurpnt Blrn reduse *lre aup;ifur sf aotusy.
l'.i.trEtlyr ft gi:Il !$dUCe thg su,:pl';r sf, Niigno;; by tarnLj.trn. In*
creseed: to"st{ss stll leave & ssaller i:rsFortion of tncona for
dle5,oeal, b3r prdraio 'l,ndifliluals. 'Ibr:Lu r,ould iu effect mean

tli,st the rol,irms ef circulat,ilg ilio&€}- !s de crieased Sire rsould

lxrrtlcutarly bs ss tf, the 6uvenruent iipands lees the,n what rt
rnxee " whs; tba oupply of dlopseaule {:rcsse jall* u i t te l ike-
ly that, tbe rats sf- tsterEEt u|}I grliie* But t-i.E {;upFl-T urilL
i'Ave tO be r*duasd ratbgr dr:astie&.lly be'sause liquid:ty I:I"i:*
ferrnec ta, lttroty ts be xelattrcly lor* durlq a* j'sfl*rtios'
tt*s le bo*su*c ,[geay bel{ undcx' tl}e specu}usive :jotive is }the*
J-3' to 6* @,11 i'lr ;rrepartio:r ts blra tot*r}- ireld" Petriile prtfer
t* hs}e renl essats $.nstssd of, rlrslxsf,r $vern *ati-ques which g,ffi

nat tn very 6reat dese&d uro.dor us3@1 t*rrditiollj-: ' e::'()€pt 
^3" ^ -

auq*que ssllpetore s &,Ii18 profe,rablo to Inonay d'uri'ng an i-nf,Iatlos.
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Hbaa prleca r{s€ ataap!3r *nd Fgrl:f.dlgrn, pcople fl*l ?x;re6t !&sto csaLL$Era r;naa1;r a,nd @ saual-trfi 
"- i*ff ia $* valuc et mon=6s' 6[nc* ts reld nene;r te to r5* J.aae1 t]€ sr-recu!.ata,ss ]igirLlse ss *rl aE th€ !'r€eautiorraqi rroti"ve vanieh "l;;airari:ueof la t|(!*ld llol rl Sgadrl J nrtead, r,f, rn+no;r. I*l,q1irlf.ty*prefor*

s: n #e J.,qs t !,i c3 1s fog.e rrr! Flr lgt* . f.{1e t.rnn4Aa tian tr6ti.g$ l; 3g_k61trta ;rtrry.ls* trenggr. att,i"ough it l.e rj,eky en* 1** u$,sa *o r:eq
ri$n6jt a8 a etofa of yajirer .{t e n iro rrnEd ae & [1gdi+$ af EE-
lll.*,Il:,:,e!. l{e!mY&'fr tlr€ &rnrrrlpf of rr*llrqy l:c}d ,:rsdef ttrs tr*:1rrngt"*
.i. c!"r, r:=$ **Ep t a f ,i"l,re l.:r to l,n:e {r*slrp 

=ue 
h f.esr: tiran H;+ lnc leare L:l

I t,cor r€ ' Itrori€ who rl Fit de i r-v .airi or r-re€i*3:," i eLd cp€rrd t;.eEF.':t1:iei' ier.EdtEtely tl.e3r reEel,ve than, iicrrc€1 egc$ the degad
lc r nonoy to oa tte fy fi,iro transsc tf"eae nl t{vo fnile of f nirar;rly"

tlqurdaty ,referenee re -r-€B€ngs tlg ,jer:and, slde for
r$il€-f r, A,trd shen ltqrrtdf"?y ';;-mf*r$n€E f'slrtrl Bu1:,p!gr +{i}; hage
b*: bct nurta5"I"ed la +rrter to knap tlre Fsics u.i;r If t lw sgSpl;r
of t rrrrl9Y ee$ be auf fl'clently dee roa;rerl e th'cn i, lrc rato ef i-n-
terxat tan bs hLqir. Thoreforcl rnl$&.; [i:sr* is * s]mry ffivqr-
srl uf, m$&€t lslic:r tn rleeffiano the euypl;r of r:lorrey s:rd, LL*
nrrl"dit;r pre farcrrcr i e lncreaaods considorably th6 isf,l,ation
rsil*l e o$tlnil€ and uttrl. ce rtainlgr ;;e t wonoe '

l(e.ynns nsewv*etl that tlre onlgr sui"rsti-but€ f,or iroldia6
li$rls.y ia l,sl*{nS honds, Is it blren lssrible for the {pvsrn-.rent to dreln tiie su:rply' of rlonoy in elrculn${oa snd lfresas|
it r1., asllfeg bond* t{r tjra prrtrll,o'l '.f}*r nnar**r !s :':at !:L]ie}y"
StJ.e ls benauc*e dn'r{.ng arid t.nfl"atloti bond$ a,re Juet rtc us{}lc{}a
..r.8:loneyl althtrlrgh rtnder nornal c$lrli.tione tire:'ayg a cloeo
::ubstihlte f,<lr Gosen* * .llon{n trenf lnt*:"gEt f ixart in lsov,ieyr and
slnca they a1r9 only rsdee$eble t-n nons;r, bonrtn aild. noo€y hs*
:orfl{t At;.rrsil.[y vslttelsas.

b) Eryg:!S,: Any sxcsa;.; of export't ilvi:r iuport:; s{rn
tre r€.lattlercl ns*E-ffi crf invssfrtrent" ile& a"xBort,t srFs i,>roduqt*
.torl .in exceea of GqFlc:ri c$rrr{!trti::tlon wtr,i-e!r ie t}ltr s$i;erl;e of
:i.nveabrnqnt, Exrslrtrs smet6 *,:r-nloSrment and i$csne at li€u.le *

iiowever, tho pnoval of gcods frcru the dorrrcstic econofi" IeaYes
lees So 

- 
buy and srgates eho rtailee *lrl,cb r talt*n ln ss nJu:l(: tion

wi6r tho fagt ttur* only t,ione. -incatt€ irlcr(,:&tlcls w.lils real il:-
Cill;io xlo:;l&:Llrg CqrnsrtAnt* tOUdlr LO driqe up .r'tcci *i; 'iorit+r" ;iletre-
f,..irt, if $:r:lxlt.b{t sa,$ b* rerlue$tt it t;fll ;ihr:;}:';l{ro iirr: aliuilnt uf
ctr;'ifi1gn::*j,On rrUtpUt, tlmt le aVni1rubl* At i:;'t":l'o ' ;1:rd *f }ir'l;prt'g

* t-6)t*



can be lne roacad, i;ho demend fe,r esrlgrlne r rqodr* cen frtrthe*rrre ;,!{,t. In at}rer tronlgs *fl unf,q\rr}r:rable bnlane* of tr,:rde:,.i,,1!r'; ]i$}'n ti.r c$Fe a.rt ,irrflntl"oq,

c) tqvqfrr,neql:l*, 1rr:r{!{t,tm cq}nrtJ.trrt*a rn ,r.trF? ofrr\c ate e;I'@m1iJ-m;;; .- i- *;ia* , 
'ri- ;", l*-.rn i';J; ndi *. L' . rr i rr !, v {!,':ii"ti '.:!r"lFs el:'rtra,.llr:t", it rtcr.tld rgrtitce rc:i-.erudtnji" ft:=te .,rrruirl, tr€

...:.'l..:]:j-.;.:il.l.J';l}'.:|f]:.tlff.;..":etl..i\t6il"tlte"9r'r1r5}.:.r:f.ftt1::e.r:*ni-:.-g11d

*'=31..+ ,;-{' f-;!te *ei.y. 3:ie ip" '1g1pfi.fe:11,:"rL-v l,ro heclrlrl;+: {trtg ef tlle
. .'.ice f or 1:rf Ia I ton is t,, i.ne rr ,.e ,: r.x. : . { .l-.-? i...: rr

;.:i.-!.-1,. ,:,lf,r1{l} It3+fO l'{?r,"1nrtLr. .An.l i,',..y,;-."i ,:*+'rr+.'1t1e i;,i l.jj.C g-4}t,:=:i:,l.fi
;,,i. !..j ,': .i,ttll;,l1g ex c rdi trl fe in 1J1,; r.:,:,:1;a,t;,tn;,;, *.rre:.g t.t 3-i. ,.r1;. t* l c:

'r.. .:i.:,1.{"rrl-!lG {}f I!}v€::,tt* +}veF ,,:::::,.:,lt j-.f..tiFe,* It' t,l:n 1tr -}l:r: ltrr.C:..*!=
-;.;,= *f.+{t.'jtt abctt* t lt llrtfr :=i&j {i..: .,; h:,. yg;i'i.,ry+;,i.,1.::1 -i-=t *"t,.lni,lt:
f.riii::':::-- '1r,'i'l ,5.lif**+f=e in f:aXntiOn), g,1,f,:p{t{n.: {.:nn }re ,lf,n$t,i-*f+;i.,l.y
,.'1,:'.,i 'f.l,lt,: glf* ln *UllLl* 4;l::61$,ft1:lfe Wl ll ric,'^. {r,ge .trr'r:t,ie fii'q,.,'..1*
.r::;, ,..t.rtri tlln -L:lc ",rff,$e , ?l tn:.-,ttj-*n., b.' t-c4"1 *-r-n..: f hn :r:-1.1-'lllf of
,;i:t'.gl*, b,Ie 5.x*oEe* r'd-1,1 .-rerLuca .lr{vgtte :,t-*ntlln.i* ,'.I}tu':lt ;1.;1;1.1fii}lr;
i,'., cl;t the :Llrf3-*ti*JHtf:.r -'.'r'r r+l-lt be irarrnt**,Jl J.n ntl:ri:: urtrd*::
''d:".:1ii''''rlto ef,fect:Lve rlnn;.:rl tti"11 fnli- to f!:e levnl rt):cre i"t fu,:

": 
., r.r i I to , rJ ! Vflf;r lt*a?}:" r:r,rrn]- $o , nrl tprtt.

tilrgn \tg dr'a'-rl&.8r.. lnvegtrrent, tltorc t,l:i l.r 1,c.. .-l rl,-.cl-r:i e
:i,.,' ,lner;no .geveraL tir'*g tl:n ":L:,:e ot' tlr* nri,:irirrl dotrrrir;*) fur
liir;rii;:ltlKntr Il:is i* l),j.:,,;iisG of tlre 'iiultl-i:lfer ir:$rt*r::1*,r Jrr:,lt
at: iln {ne:eanc !n {nvsnt*ent w111 .:,trdrtet, i.n{nrro tfi r-:r':ri,'ti,ri*

''l,, :if;1:*Ffi} t{neg t}rqr n:-.i1qtnn} ii:*r{.a.ac i:..,. i tl',ri,.r i, i'::cn :l r ir. ,.:*--
J:,f'::,liiC .in ;ni'rt:,:tr".:e nI ttill nenrrlt 1n ;'! ]r",-'-1.,1r\e J.n 1:',;;rri r:

i:.r,',.'rF!f- tl.;.,res thcl eine of t;ll<: al:L::inlL ,lcc::r:nsc ,:.11 J:',rlrq,::: t;:;rrnti'
fo:: e.,.-;u,r1IO, if Lhe ln'rr.rtgen* r,ir:-: lj.,-:1i.e3 l-r: 5, t;lien tf r,:(l ,.ie.'
ij,i.'fl,i1s€ inveetrnent b:f ,:1 r:iI..-l to:;r lhen :-rtion*'iJ-}.!,. i'J;rtr.,r,,,r' lr:.,

,r-, r:;111j-ol:* Ilor.'e're:', j-n a(:Nnir"J, lifc, t1:c *,i*s c;f thr:.' r:rr,l"tlr.*
,:lit,,r .ln On1y ebcnt ;i or 5 n(; t!:gt cotinid*ra!.llc iil'<:3',;&r{r::i in
i:.,'rr,.,sgr:ntt* j,e needed f,o reduee incorte srrff,l.nic:r'fJ." 'Lcr '1.i''{r'1i11;
i:.r,rrr -i.:,tf l,;t ti.q,nal:.' [la.l'r Sro se'tle,rri.. t:'r 61' t'hr: tr;]: -i-'L;,:e-l.f ;i:t:'j.'1:;,
i,r::::i;.l:r-tij:i{:ne ln,;efvc.lrti"On nltirgf titr,n n .l-a-i.nf:g:t-'f':.iJ.:';.: r,:ll*C.:
,iii ,..,i.llil fr!, i.nflnti on. trn fac t , {*clr{)r"nscni :.i:'i"t:ve:t fir::r l,:},P::}tl
;;; .;.,rj"*)s::tcd in tht; iil*r,,f.eAt tli' t:Cfll{)111.: ci''.hj"Ii:,, .
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. ESAPT];N VI

In-;;'rtr1g&f,0li:; FcIi ,,lrl"Jl{r,i;,i l .),-lv"i;,,tli=tL,;l:.I:* ..r}trl,rii1d.

'Jilie ciuaptuf ;G uleant ac rt eorrcl rrri,r.1 . At r.!re Fr.$-
;i+:i;i; ti:,'* W}rgn tiic *-R i.':,fu;; t o,f i::#i,,."l6iii*",i ti; jrir;;, ,.!1...t3i:,; g? 1; Cr;irO,.lre
-'j':;:1'g'';i*r;'i;911$r it ig a,;,,;rGllriaEe fi:f ;r$ bri er;;t.;1llrtr& ,*;rd* g:.el:Cl$&
i,;'r,Ii. a Siluilb*r g5; tbe ;irrtI{c-ti..rnii of tili: ;iu.,.t*c:,i.i.ec.i *,n&I":r'mi;

rtn : , 't'rb;an:- for etco&.,ij.,: tl,;uels. ,;.tont ' l.c.tcl;, J.iie
,,::,,,.' .'.,;6S]j, i*:,1€ t*; *i,* .irrflue;1ee t:.i iie....l*ln ti".ri ;,iiji,r Alvi;r
i.;,",..:r,:.:,,'r { s gtegtribu &io,n tO tlie birei;r.v ,rf, r;tearl,.' ,r.tir)hf b. Xo;ntc& t
:r;;,iL:rsi6 ,hm.a- l$'ttl* dirnrr:t lreei'd.ntr o& *he 'ulrelerdcveJ-op€d
'J;;..;ii'LrLe$, It w,\..* tt-r a.ial.,ygis of *a ,&dva:rrts,C inCrrntr.lal. cO,iri*
:-,.l';,rr weth }il.5hXg i:$g6loir'L:{t f,inancial i*ltti;uli"r'ltw {rsit rr. ;;eTriiis*
i, r-.;,rtod bueJ.tl€nc claan. flro unem;;Ioymant ir).at conc,ofnt:d Ko-'r'ner:
,"ii,r.,,': as.:-imp&nj.rld by uir{:i€r*util"ir}aiion of oxl$t{ng productive
cir-jr,"rcit3r. It was a r*erllr of a drop in ef,fccl,ivo 'ric.trand. On
:i"s otilEr hsad, the unen.,,IoJnwnt of unelsrdeveloped countri-cl3
;; ri-$cs boesuse prcduc t*ve cirpacit,-v elrd sf fcc ti"ve de:nflnd nover
ii"*sr; beon Srgct eaougb. t{everthE}ees, *n en indLroe t ntanner t
t,io l.eynos,$.aa arulyale haa & ,{roat tl*:a1 to teach. If !':e €oil-
c1.ltrc &a u$dSt{i6y€1g1pgd, Gs€aomy EG &,rl octlliQril.rr lriiich le l"n a
; Lirfionary etate of qruadc rdevolsnnsnt egull itrrriu8" r tite n ttte
*i Luation ie sonswiir* t n*als.;ou; bg the tiunti&ren , luyr'rent criuil-:' -
rrliu$lr of the lieyn*aian as{rly,:le.' fiterefornos lt i.s .,oscil'Ie
icr ua to {tna[yse unr}erdcvalolmnt t,n tern* of the qette;Iit*}

"d5lg$ to n" eortain extesl end tc f*rr;rulate our ';oliclee for
frIffiffitc derel"optat accordin'g to th'a anar;1"slr':' JLG aJ-ru cf all
r.i,.:v€tr-oplaent pollcl.es is* af b*raLle *s {ncr:easc tl,,'' {rocie} ''el-
fr;r-i":i oy ite r:rlteriong tire u;lt!onal incorne i,illrl Kef n{r,,.;f tt&-
i";:ii';:..i;,i]**tlottg fOf in;feari*d ;1Sv*Ynn€itt ,paft'tcir'aLiOtt is aft*p*
l:.ll tO $tse1, the eCgfig;;t$ Orttqr tli* r!rt;':d t'j ilgrs'''crit'Yrt'

XhqI..g ig IigWeV*yr olte irlr"1:Og.tant i-it:i:rt tO l"tr':&3' iR

1$*u R. Hurkee ! gig#lq4$-o g cnp+=t! l -*fgmp ti pq :4'l lil$t f-
riqvel"oped Courrtriu{$, t"rxfor&r-&Jsil--;$aekwe).1, 1t.5t; r c}r't ri1.1{'}'
-4_

-!6*



lind, In Ee.yrt,:,,t arraLyaie, lt le ., rsiirl,. "f ,]i. .rr,!;i *;l?+rsb_,.r'rt a:rd, co:i.srtniltj.orr *iu L:l j::{-..t*r.3 t i l..o ,,.L&,, r,* tit ,lur,i.1- ar do_pratss{oar &tt t$ &rr undsr.levelep,*{ sCI<r$sr*yr it ,iri aog keeiirtstu fuie rcaaa uo bii l,-tvc-'.i t.rr€rr L rrrr i us:rriu*pr.olr-r^, *rn3 $g,n* tine
bE gaufiq Prgduc iivtr s{ri) cr L r Ls lowc ,f-r u t io *}eooral ilreory
rltl"-i.3l6t€ thst tt l.s pocr*,hlt* bo ladi\l-*ga tiru ffir*
;'rrr*ir* ,w{tll.*u,t F-'rtu"ln$ the vsl$re sf e n {*uraptionr trbln Ls- sofi*
trrrr. r bo *he cl;te.,icar vl,ltrr *i!.ri; i,;rv$liir,1u,r1; rJ;.*rruclt Llr{tr,$e&g
i* *iln$qErpt{-ot: -dgq,e ;i$,L dr.rurrJ,,r*jt&* sp }xregir,itj",i;g ,fq-tr .$..gvr:*rt
r,lsrrlb b.O tlresaqq rl,i.irOub l* tl*c.resn* {$ *gs**&ptt$rt a.r{{ss€
f tr.'r riOyUCr;r ,-'r.iilr*o^ t Or Li.+,r j ,lVeci ou€Ot ,.,U1"ir,lLOI. alnr i[s li*
.. c L ti:i pul,Ilc I,r*& exp$ ndl t,;fc o Ijowevr l.t il,.ie+ vsr] ['au t

';. juir !fEirlSS i*f g t,rrrJe€ dr&l tF'€ lrlrtfirrLtts r c,f e gtrtto' ,Lg le?v-*
i.*'.,.alr,lif I i.rc* ${lri J,l;f;l*lt*art br: *veiid,ed h'}1r-;r ,-r,r*e}*!trc*r,jo; iri-
.; .;,.'f€€t attd c(,r'i 'i; tlo& out. 'r L fer,ralll&t .:oulrl,l,. i. f or ",(f.-.,& i t:'.

{!ie a:l;.};ul'el OI i.t, rlob r}rdri L.rrt r..i.J .,ovr. l'ri,g:it
l,t.:..,i..,5.1;.!,-t*gt,ne if,c 1ttv-,i-,..J.ii,,tit;rV lei:tr ex.re;riliXi,tf{}" I;.il;',i:::,.f,,:c:rt
,';l-:-;:;.:;e}lld!, by tr.!c i.ct.l.oil d+e6 n$t i'ir*st-mr,.r*g c*lri;i;;,Xlt.i.onc .r;ut
. . *il-e J-nvuaLl.qat ir$i,*aIlJr &t"('. aCIt. , srrni,,c uj,yo r;l (..r..,*...tu! ouL-
;.,t;b ellre'c&b'" .&'grr axar*plar ro*{i{i, iiaspil'atli? &si.u$l$! cJ-ce*
;,]";* t fulst{.l"LrrtrIoilc1 otCrt .lf8 i,rGrfs j.n Lire ,,:il,riru cr{' ilitra*
i:,',;l.llutUf* €f eiUCtgfl SYSFl.rar&d CIf i'.tr'i *g,u11l;1,,")f .r,ilcoX' l;il,Of'r.
t,;i:ics iti eal *S tii.fe:ctly pfodttc"i rtt; eLfrri,iir;l(1r ;;ood{ir !:.8,,r strq
.i-;,i:irrt&nt bect\uss i,he;r irriij"r"r.:e tl;y lru]n 1Ir Liie pnrtl:.lcut.o.- oi
.,i.,;:.i-i,rtlt}!:,+ir$qdBr &'of *ru'.npl,gx r*lren .-:r ;'.ogf}}.'$tr:t€rrt bui}r,i;; l.{

1,.:{::rg*4ig&le h;,'<lf*,:l.iC j,ewat. gLrLione biro ,::rriu .i..lrtc:.trtll ill i{,
; ,, r,li}) ii *!:e{t3: rigufce Of ';;iofliY fOy i.ridrtt.r"i,l'ir,rir i'-.l" f;ur.lf..rslr
{:u;,..iruiluF8 }g&\lf c$Ir&uriiG t[ r,d*f f, nf ui.itl out.puf ci tir8 btn[,;g;1. lri.-
:"';:. ...!.g,!Lg. A:l t,ifir5 Lyp., U.tl"} l:,Cf 1, ',,{}{irrl,uls}'L: aril} irr Ln !,t'iI' ati
,;,,;i.."J-lllJ *;!Ui;rg,;S $lreftr.*F i,3, frAdU+!n6; fr.c cuiiLl; <.:l t t't,J.;,LL*-n.,-,r
;":i:,;];-rr}f;r ii I';,r1fug*,' *r: tlt]'r, i,:r:il .l ;nif ":'i;'1.;;' iv {-ii;;ui' 'lv.l: i3,",,-:;ler'':r.rL

.. .li.'.; 'I:'1 it iij r,.oI\t -j:- fiGrt;rtti. lla;- t: IIl, ()t rl'tt: l'o.rL:lJt'
i,;,ir"i:g1"lj tttrg, a'ii3: tl,"elfn6i'E o i,{i.r,lIr i.:rvt l:: il,,l€rrf, Ol i,i'r"l-&i -,.i'. .uF\} i.:tt
.:lr,,lr.,l'tiii*.lna l,irTi Li*,ke qt i,+u;, -.,inr; 'l:o .'e{rf 

^ fL*tr Lr ,,c}i. ji'.,.'i-ii'- r
,l,lif rr1.;u iJE3g,j,i: ]tirVr*. iffr;fUirti*ql1 *.jitr Llrt UC',:"*l,t^ Ui Li*":lit; *;-:'I{}3";ti
-,",,rr.r, Uiitl"i !;I.t],,i"}t:tl; ,.:ri:,;],Ci rrr,v,;,';,,Iiu:t.('&itgd. i;ltJ.t:;:Li f.ift,il,j,g'";*:':'i
:::;ili be r,riL; lrrfJaiJ.,. lr witl ;st ili, ur e.uklti; ali }.tiiJ-;i'ei;':i.i r:ii.i.
i:r,. &voi,uee 

" iry r:Ot utidel"t;iki&1r {rlry !;*V,*tr i,t;iFrlt, *.i. ;,il}..t". Slr L it
i;he g.ovsrp,&c;t doeldes to iricrBaea Invee LrrGuL *i*icir {.rire iud"i.$'*
'i.i:is;bl6 fOf .,t'sg'tfuf lae,.'; ilo* fli;ki; lxre:;.ni f't: ;:uiilil*-:':.-uJ*'*iligg
t*i,!t*r1-*svtni L*veldt"lrreaL sAl} t,av$ to itt';'u}Lac;rte t* *T*
**l&ogptl"ea ,,,6oC6 indtratrlom. l*n *th*r lio::d8, f,i:.cr'e t.itts'{: irr r.
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iiaaffi behace lsrgatmnE ie tE€ tnfrsatrueieng s"€ !.aregg-,',&Bt fs +b sosgBrya gge{a {Edr*atr{p* i.f, gbero ts to !n, etn-
fS.fX*{ and {ffi$h" If lav*a&wat ta gha ssas*ilr geod* !,a-d'*etri€e eenao$ be afferried a.e .v€tr soa* €aau$&o ifff hew
Eo bs takea to pmerat en infrnBsos. uatrll n-hs rr* "t;-i;tu g'gao*"ble to i'norrc*m gon&$apBlos *u,tgrytr SB* ef ,tS m,yrr
-s(B to sESi u@ ef tlee-rl pcrLley. ihg gbvcrasnt +s^a sp6psree!
xls, telg st,as *e4 lmk$ *"ms narcssttc. zu" ri.tt *ut dffi--
dsrrad e"sd ltl ff.k€trt t€ iaemae s-?tE€G { taxee sfi, foreedgar*.nga|. Hbn g&s tEeffi sf' tbffi ln t&* Iryre.r lams} F@.
i.-r.;treta€3s tt i€ rt'Fsly tlrsB thy u*Il sp€ES a l^arg*r pro*
pci'tLon of t t sa e€nrBuEI; tlea tiua thee+ Ln r,he hl.gher :_Eco*
;.rarrlx* &re$em GsIr e*vlaga we}'t rsbbfs k *en* bp ?.*es6irr glrc h*gh*r ,f,a*w F$ocF*. tbgreoctro t.Jatl,*rn d'Ll Xcsw
a i.erge dlspoeble Lnem* tn ure hirber ise@ Freupa a:rd lt
i:r nap6 l,5b*19 thf g t&ss $.a 't:*# g*s,HF€ xi3-3, eer,+ Frt ef
SLalr &tsln*'ble i.ree.

&f*bgr$h gk g€rycsniffis8 fen f n*e gts Xsr*ssment by
tse* axpenA*tqaru,r ,wvf,nga k sttll Laporhn&* Hbas mvlagg {e
un*Etrdqtslplnd euntrioe lusmacec, tlroa lts gorrwnt {ma
no8 bnw to dapqn* ao Srob oa fore{ga lsa.ee. &nd satrg,. ls
tlr,nt prop€r8*oa *f Sncs tba.t hroul'd ast btr umi for consusp
iios *,enqf Mesust s*as$ptten outpui l-a lnauffi;alentn t&&rt
ueiuldbe Bo f*?l ln dcaand. Of sotlrat *f thgw wbo sevc wryE
ts travsct thctr ay$,ngr [a eeasr,&r goods 1n*u*at*d,*or tben 6hs
Lsvrrfiffist sbaul& eflho urs cf lmn cxpedttuFt asd aeg ?ha
aev*ng of thc S.n$.*vlduala. &rr" lf, thsg wbo Gaw do not tabond
t$ x'nvo*t tbft$ serLnsfir th*a th gpsstfdsst rr!'Ll" ba ,euefn6
u$a sf idlc aonsy *on tt Lrorre*rs f;lw t'hil tndlvldrrala t& tbt
seutrst? bo fl.sene* trta lavsatmatr

AE43Shar pxolet t*e gbt uhEa tbe 6ovanrnont uaderfahpE
puiilJ,c SrcSscte !'t xt-ll bs sxusf,,5'ng oapSo3tnont onport*nltlea
fsr tlWqH| fbe eFt trnOeploy*4" &rt i"f, areb fuivos& 8nt6 e8te

o*1r1.tad tSs frrs:* tbs tabcuf nupply aey bnvq t'o bo dleta frc
agrlm1t11se u And eltb.oul-,h thorrs l* ove,fpopuS.atloa in *grr5"cul'*
ture irr rm*t sf tbe undsrdev*Ioped eolln*r.teer the sstucls Ef,
ei;rtrcu].tuls !a rr€slr tlut *a nqcds a largn labour f,oree1 Gs::s:
*,i.a$f duf*".+g fuatryesto flrartfs]Fo unl*ms Ll:c ::'$vsrrl&nt can
i$grodricu ffi lgbgt:r*wv*ug nEthsda J-n ng;r!cu3'ttrr8, a rieul-
tum}, orn&put sr.-ilf drop taetsad of, tner-sqsc wi'ea part af tl;'s
labour foreo lc xt*'*bdra*m.
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.&&l',i;llfir Sxport x* nr:fur t- ta 'l!4rf ,"i.i) ,,n:J-{}C. i^5 L}ur !
'!hgnr! 'stg8t:*is rtlpe&t;€d j-ncrs.rrrult *n i.rrva:uxx;ul if !\rutb i,a
ttl k agb,*.ar dr 3n othrr wordal * **.agl* inertu*o l$ lsraeti,
li*g3 wt}} {nq* rral.s* 'ttia oeonotup fo & i.tgh l*rcl, af drrelop*
r'a*rt*r , tl$ eu,tr;o *lt€:r litcm ili nn incrqls,,,o in in sEirrantl
thEre sl'lf, trg gsffi*:'ftt!;tlri trrlt tf l.lrc .lavt,1 ft,f frrv*r;t'l,,Gtri &*
:l;::tAjlti.. etagnnnt u*i Ll.tout *ny' l"u,rt,i:*r rncrsn.l?&s* f,rrrrtitr fie{r'r,r!€1.,,f,€

rotlL'l rull.l no c i;:lhr pL'rco r (] . '.6 u t l{r !' lrrcrrq, tl' Ll.€ r,l drt:tF

-'i,,&.:,t{&1r{t€ff L* i.lrvtl,f:Lr.,€rut t"};*.lre }f{Il ire fr+fLl*n E,for*Ltr" Jn +rLh*
i,:nrr-rillt 'blra ccrlnor,fy vlll ...Ftrt{ La F{ c;+p*lfm n***n*.r* ItFqr,f+*:,roF
,::,+ [';;,{gf tg tfirc; c t r et'&.+.t!- $t ..,,fti&;:' ii }:r rr:unlG eus t<l L,ritt*

-l,rJ f ,r plic.a LA r,Ui$ Ot ney:eC t r{tlr€E'r}, *;C,,F} €,r,-i r++fF-
j'ilin.iertiovt}e5.e,i(ececlr"..'.""*t,ffir,.*gI
,r,ri=.::,ri$$il* lt€.tr*e€nf., &f, 3'*Op}.+ l;r Ua,;+felu.t,g.lt,;** c*ir;ttf.t*r" -"S
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