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When P r e s i d e n t Nixon announced his new economic P r o g r a m he 

was calling upon bus ines s , l abor , and government to uni te in a d i r e c t 

a t tack on inflation. This was a bold and courageous s tep which 

recognized that the v i rus of inflation and inf lat ionary psychology was 

threa tening to des t roy u s , un less checked. My p r inc ipa l w o r r y is tha t 

i t comes ve ry l a te , after many wage se t t l emen t s in t he au tomobi le 

indus t ry , the a luminum, copper , the r a i l r o a d , and t h e s t ee l i n d u s t r i e s , 

far in excess of any r easonab le re la t ionsh ip to produc t iv i ty , have a l r e a d y 

been consummated and genera l esca la t ion was under way. However , 

a l l of us should do everything in our power to make the P r o g r a m work . 

Since we a r e a l l involved, and a g rea t deal of it depends on voluntary 

efforts, i t i s a major t e s t of our d e m o c r a t i c way of l i fe . 

Inflation is t he enemy of sus ta inable growth, p a r t i c u l a r l y w h e r e 

t h e r e i s public expectat ion that the purchas ing power of money wil l 

decl ine . And without growth, high leve ls of employment a r e a l m o s t 

imposs ib le . 

Events s ince 1965 have c l ea r ly demons t r a t ed how inflation i s 

producing fever i sh act ivi ty which i m p a i r s sound growth* Ul t imate ly 

th is will be the p r e c u r s o r of m o r e unemployment than w e can accep t . 

This i s so , (1) because i t u n d e r m i n e s the c o u n t r y ' s posi t ion in 

in ternat ional t r a d e . Witness the devasta t ing co l l apse of our ba lance 

of payments ; (2) because i t d i s t o r t s and d i s rup t s the s a v i n g - i n v e s t m e n t 

p r o c e s s and encourages excess ive speculat ion. Wi tness the p r o b l e m s 
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of our secur i t i e s m a r k e t s and the difficulties of the s e c u r i t i e s indus t ry 

over the pas t s e v e r a l y e a r s ; (3) because economic ins tabi l i ty is heightened 

by inflation and high levels of act ivi ty a r e unsus ta inab le when inflation is 

expected to p reva i l ; and (4) because it fo s t e r s the misa l loca t ion of capi ta l 

and undermines the quality of inves tment and m a n a g e r i a l dec is ions on 

which growth is based . 

Over r ecen t y e a r s t h e r e has been a constant deba te on the subject 

of inflation and a dis t inct ion has repea ted ly been drawn between, on the 

one hand, the demand-pul l type of inflation, that i s , an inflation ini t ia ted 

by excess ive demand coming f rom lax f i sca l and m o n e t a r y po l i c i e s , and 

the cos t -push type of inflation, in which the ini t ia t ing i m p u l s e is a forced 

r i s e of wages and p r i c e s which s p r e a d s through the whole economy by 

p e r s i s t e n t esca la t ion . F o r a long t i m e i t has been a r g u e d that r e s t r i c t i v e 

f iscal and mone ta ry pol ic ies can c u r e a demand-pul l inf lat ion but cannot 

deal with the cos t -push type . This i s , in my judgment , a superf ic ia l 

conclusion. Never the le s s , the unwil l ingness of g o v e r n m e n t s to accep t 

even modera t e amounts of s h o r t - t i m e unemployment c l e a r l y ind ica tes 

that however effective genera l f i sca l and m o n e t a r y p o l i c i e s might be 

they will not be p e r s i s t e d in long enough to ach ieve a goa l of s tabi l i ty . 

Hence I welcome a new approach to dealing with the p r o b l e m s ince the 

evidence is c l ea r that under p r e s e n t conditions the old p o l i c i e s will not 

p reva i l nor will they be accepted . 
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My view of inflation i s c l e a r . To those who be l i eve that full 

employment r e q u i r e s inflation, my answer is that u n l e s s inflation i s 

r e s t r a ined full employment i s imposs ib l e . I happen to bel ieve tha t at 

l eas t re la t ive ly full employment on a sus ta inable b a s i s i s not only 

des i r ab l e but feas ib le and can be achieved with high l eve l s of act ivi ty 

if we can find s o m e way of d e t e r r i n g inflation and mainta in ing r e a s o n ­

able stabil i ty. The p r o g r e s s of the new economic p r o g r a m should be 

studied carefully to see whether the world can dev ise s o m e m e a n s of 

providing the s tabi l i ty which will make poss ib l e sus t a inab le economic 

growth, equ i l ib r ium in ba lance of paymen t s , and v i r tua l ly full employ­

ment - This i s a worthwhile t ask and wor thy of the b e s t efforts of a l l 

of u s . 
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