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|. Introduction

One of the striking features of Dennis Roterison’'s 18135 Study of industrial
Fluctuation is the attempt to approach cyciical fluctuations in output and employment
as the outcome of the rational reactions of prcducers to changes in real costs and
demand conditions in market clearing eccnomies. Throughout most of the book.
Robertson uses the income-leisure choice - encapsuiated by the concept of
“elasticity of demand for income in terms of effort” - to show how sectoral real shocks
(such as sector specific technelogical changes and/or an increased bounty of nature)
are able to bring about changes in the supply cf effort and, through that, produce
aggregate fluctuations in output (see Feliner 1852 [1992], pp. 142-43; Dares, 1985,
pp. 108-13; Presley and Sessions. 1997). it is one of the purposes of the present
paper to discuss Robertson's extension of the income-leisure analysis to a monetary
economy in the closing chapters of the Study. He put forward the view that a
proportional rise in the price level and money-wages generatles a lemporary increasea
in aggregate output, as producers tend to mistaxe the ~ominal change for higher real
wages and higher relative prices (and vice-versa for ialling prices and mcney-
wages). Robertson made it clear that the volume cf procuction would return to its
initial level as soon as the “illusion” was discovered.

This particular form cof association between crice and wage ievel changes and

production can be found in some of his other bocks. but the theme graduaily racaded
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into the background. This has to do in part with Robertson’s decision to focus in the
mid 1920s on the relation between the saving-investment process and the credit
mechanism, but it also reflects the increasing attention given to money wage-
stickiness in the period around the publication of J.M. Keynes's General Theory. Also
in Cambridge, D.G. Champernowne (1936) suggested that the main difference
between Keynes and the “classics” was the inclusion by the former of the nominal
wage in the labour supply function, which was explained by the temporary inability of
workers to fully realize changes in the price level. Despite Champernowne’s
acknowledgement of discussion with Robertson and A.C. Pigou, the notion that the
supply of labour is a positive function of perceived real wages was not important for
Robertson’s interpretation of “Keynesian macroeconomics” in the 1930s and after
(the same applies to Pigou, for that matter). Instead, Robertson discussed critically
Keynes's claim that a reduction in nominal wages will not reduce real wages unless
the rate of interest falls in the process.

During the 1950s Robertson became increasingly critical of the “Keynesian
policy” of “full employment”. He pointed out that the full employment policy of the
British government was the main factor behind the process of “creeping inflation”,
which could quickly turn into an accelerating price rise. In several papers and in the
third part of his Lectures on Economic Principles, Robertson maintained that if the
government announced a stable price level as an objective of economic policy and
fixed the money supply accordingly, money-wages would stop rising without any
significant increase in unemployment, as trade unions would take monetary policy
into account when setting new wage contracts. This point of view was incorporated
into the first report of the Council on Prices, Productivity and Income (the “Cohen
Council”, of which Robertson was a prominent member) issued in February 1958,
and elicited strong criticism from the trade unions and a few economists, especially
Nicholas Kaldor. A few months after the report, AW. Phillips's article on the
statistical relation between unemployment and money-wages came out in
Economica. In his reaction to Phillips’s results in the following year, Robertson

reaffirmed his view that a fall in aggregate demand, if anticipated by wage-earners,
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would bring about a reduction in the rate of increase of money-wages. so that no
massive increase of unemplicyment would be-required.

Robertson’s persgectives in the 1915 Study and in the 1950s on the neutrsiity
of anticipated price ievel changes are clearly reminiscent of the "natursl raie of
unemployment hypethasis” (NRUH) formuiated by Friedman (1€68) and Pheips
{1967, 1968) and further elaborated by Lucas {1872). The main gropesition of NRUH
is that inflation is neutra! for the squiliorium path of emplcyment and ouigut. which.
as Phelps (1895, p. 18) has pointed out. shouid be interpretad as a set of axicms
instead of a substantive medel of the determination of the level of employment (this
can pe illustrated by the differences between the models advanced by Friedman.
Phelps and Lucas,.ameng others).1 The present paper sets out to discuss how the
NRUH was depioyed by Robertson at different stages of his extended contribuiicns

to business cycle theory.

H. Monev lllusion and Fiuctuations

Monetary factors are not considered in the Study until chapter three of the last
oart of the book. Robertson started by examining the influence of money during the
boom, which had been previously described as an increase in investment
determined by an upward “revision of the marginal utility of construction gcods”
(1915, p. 157).2 Increased investment is accompanied by a iarger mcney supply and
nigher prices, which induce producers to enlarge the scale of production teyond the
point decided by the original effect of, e.g., an invention on the supply of effort.

An increased volume of currency, whether due to an increased coniidence in

the breasts of bankers, or to an increased supply of metallic gold. will tend. it

need hardly be argued, to raise the general level of prices. If zil prices

(including wages) were equally affected. the result would prctacly te a

general increase in production beyond the point which is in fact more

advantageous: for it seems to be a natural tendency of every man ¢ supgose



that the product which he seils will be more rapicly and deeply affected by any
current price-movement than the prcducts which he buys either for perscnal
consumption cr for industrial use (p. 212; see also pp. 239-40).
Rebertson illustrated his argument with a diagram, of the same kind used in the first,
“real” part of the beok (cf. pp. 132, 202 ard 204}, In the diagram, repreducsed beicw
as figure 1, "units of =ffort” are measurad along the acscissa and "units of wtility”

fior”, while A7 anc
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along the ordinate. ££7 is the “curve of margina

_A:A'r are, respectively, the curves of "actual” and “anticipated marginal productivity

~

cf effort”, prices having risen in the ratio 4:A : A0 (pe. 212-13). Because cf the
of the price level rise on anticipated marginal productivity, the ictal volume of affer
axpended will be ON, mstead of OM. and total utility enjoyec will be AONR, which is
less than total utility if margmal oreductivity of aifort had in fact gene up (A4:ONQ)
but more than total utility at the original eguilicrium (ACMF). The whole exercise is
based on the crucial assumption - which is only implied ty Rcberison in this case.
out is explicitly made in the “real” chapters of the Study - that the effort-demand for
anticipated commodities is elastic, that is. the supply curve of effort (from workers
and businessmen) is pcsitively sloped {see Presiey. 1979, op. 41-45; Presley and
Sessions, 1997; Rcbbins, 1930). This explains why the curve AA’ shifts to
A1A'1when the effort price of income falls (cf. Robertson, 1915, p. 132). Under this
assumpticn, the (wrongly) anticipated increase of relative prices and real wages will
bring about a farger aggregate output.3
Robertson was st pains {o emphasise that the confusion between absoiute
and relative prices is temporary:
Sc iar as the gain from rising grices is purely illusery, the fact is bound sconer
or later (o be discovered: the anticipated productivity will fail tilt it corresgonds
with the real productivity of effort. and the volume cof greduction suiier
resirictiocn. {Footnote: If. however, the working-class reaiisaticn of error occurs
after the point at which the effori-cemand for anticipated commcdities
becomes inelastic, it will very possibly set up a raverse movement towards an

enlargement cf production.j {p. 217; see also p. 240)
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The circumstances menticned in the footnote were represented by Robertson in the
diagram reproduced as figure 2 below. In the difagram. AA and a2’ are. respectively,
the curves of anticipatec and actual “commecity preductivity of efont”; 88" and &'
are. respectively, the curves of anticipated and actual "satisfaction zreduchvity of

effort”. Assuming that the further raising of AA {c A:A7r lowers 38 o 8187 until it

falls beicw bbH" | preduction “having tesn rastriciad from M- w© SMz wail on the

realisation of error be axpanded to Mz " ipp. 21713
Aiter the upper turning coint - usually 2xplainzg oy an cver-greducticn of fixed
capital (ses po. 180-89; Geedhart and FPrasley. 1584, pp. 283-4) - the demand and

supply of cracit decline, bringing atcut a falling grica levei. with analcgous affects on
groduction: “This shoriage of currency. combined with the influx of the new supglies
of consumable goeds. leads to a pregressive fall in money crices. As the divergence

tetween the real and the anticipated oreductivity ¢f effert cpe during the bocm

o

to stimulate prcduction, so now it cperites to restrain it" {p. 222: see also p. 241). |
should be noted, however, that the analysis applies now basically to the suppiy of
eficrt by businessmen only, as the increase in unemployment curing the depression
is interpreted by Robertson as “invciuntary” (p. 205, n. 4), which he explained (apart
rom wage stickiness) by the fact that in those pericds the elasticity of effort-demand
for all commodities (including instrumental goods) is higher for tusinessmen than for
workers. "For those reasons it is plain that the scale of producticn which commends
itself to the business class may be smalier than that which ccmmends itself to the
woerking classes” (pp. 209-10; see also [1928] 1948, pp. 21-22).5 Although Robertson
stressed once more the “illusory” character cf the disability impcsad by a falling price
ievel, he did not, in contrast with the upturn, make clear that the iillusion wouid 2e
oniy temporary.

Robertson (1915) also applied the notion of “monetary misapprehension” to
the firm’'s inventory problem (pp. 156. 210, 241. 248). He was searching for an

explanation of why during the business revival goeds which had pravicusly been neld

in store are put >nto the market again.



While a general rise in the axchange value of all consumable gcods in terms
of each other is clearly impossibie. it is perfectly possible that sach group of
producers or cwners shouid exgect a rise in the vaiue of its own preducts, and
consequently be willing to withéraw them from store. Moracver. the sxisterce
of a monetary aconomy afferds a2 mechanism Ly which such an sxgaciation

may be raised simultanecusly in many trades (p. 138).

The accumulation in storas of a “considerabie part of what is actuelly greduced”
during the deprassicn was important in Rebertson's 1915 framework for twe raasons.
The first one is that it diminishes the flcw of geceds availatle for the consumotion of
wage-earners, which pravents the rise in the commedity-proguctivity of their sfiort tc
an extent that the peint at which their efiort-demand for income becomes inglastic is
not reached (p. 210). Moreover, the accumulation of stccks of gocds was interpreted
by Robertson as a main scurce of savings tc be used later on during the tcom (pp.
238, 248; but see his preface o the 1948 reprint of the Study. p. xv. icr a change cf
cpinion).

The effects of the confusion between a:osolute and relative prices on
oreduction can also be found in other accounts of the business cycle provided by
Robertson (see Money, p. 139; Banking Policy and the Price Level. p. 39: Lectures,
no. 411 and 415), but the mechanism is nct spelied out.s In his Banking Poiicy ... the
matter was discussed as part of Robertson’s distinction between “appropriate”
(brought about by real factors such as inventions etc) and “inappropriate” {which are
causaed mainly by monetary factors and result in a subsequent reversal) fluctuations
of output ([1926] 1949, chap. li and IV; Feliner [1952] 1592, pp. 143-44; Laicler.
1995. p. 158). He explained that a temporary rise of the price level should zg part of

the incentive to increased output when productivity rises in the boom. oui that

oV

monetary and credit policy shouid avoid the “seccndary ghencmena ¢f trade
expansion” (and the symmetric “secondary fall") caused py a further increase of
prices set up by a recduction in the demand for “hoarding” and ty an =znlarged

cdemand for “short lacking” (short-term saving) out cf proportion to the 2xzzansion ¢f



output [(1926) 1949, chap. vi; cf. (1922, 1928) 1848, pp. 158-59, and 1963a. gc.

411-12).
So far as the inducements 10 a preducer i expand {or contract) cuigput ars
clethed in the form of an incrzased (or dimirished) stream of moneay demar.:.
they are in many casas partly illusery: for the nise (or fall) in price furns out nct
tc ce confined to the procuct waich he seils. but {o affect also in greater =7
less degree the product which he buys. rance. the aiterations aciuaily mads
in the scale of ouipu: ienc 0 2xcead the aporcepriate alteraticns ... aisc hat
monetary poiicy ... w'l iend o be. unless kaot well in control, the mest
the generation of error. The aim of monetary policy should be .. 1o reoress

thcse {fluctuaticns in ihe general grice-level] which tend (o carry 2

«}

alterations in cutput bevond the apprepriate point [{1325) 1948, p. 381
Despite the importance of "monetary misapprenensions” for the policy conclusicns <f
Banking Folicy ..., Robertson refrained frem discussing the matter of “errors”™ in
detail, on the grounds that “they have been sc citan and so thoroughly discussed”
p. 38). He referred to Lavington (1922) and i¢ a passage from Pigou (1920. ¢. 320
accut “"psychological interdependence” between businessmen, but did not menticn
any discussion of the absolute grica/relative price confusion in the literature, acan
perhaps from a blurred reference o his own ireatment in the Study.7 As a matter ¢f
fact, however, the point about "monetary confusion” in the upswing had been made
oy J.S. Mill in his Principles and in a few other places. Mill {(1848) 120¢. p. 25(]
reacted against Thomas Attwocc's contention that periods of rising prices. producad
by a nse of paper currency. had always teen accompanied Dby increased
employment of capital and lapour {see Link, 185¢ pp. 19-31. 148-31) i
maintained against Attwood that,

The inducement which. accerding to Mr. Attwood, excited this unusual ardour
in all persons engaged in production, must have pbesen the sxpectaticns i

getting more commedities generaily ... in exchange for the products of el

paper. This expectaticn. hcwever. must

T

3

labour, and not mereiy mors cieces

(7]
O
C

hiave been, by the very terms of the suprcesition, disappeinted. since, all orices



being supposed to rise equally, no one was really better paid for his goods

than before. Those who agree with Mr. Attwood could only succeed in winning

people on to these unwonted exertions by a prolongation of what would in fact

be a delusion.s
As Negishi (1989, pp. 172-76) has pointed out, Mill's reasoning - that it is only while
the “delusion” lasts that increasing money prices can produce an enlarged supply of
effort and, by that, increased output - is fully consistent with the natural rate of
unemployment hypothesis. Negishi suggests that producers and dealers will revise
their expectation of "normal prices” in the face of changing realized prices until the
delusion eventually vanishes (cf. Forget, 1990, pp. 630-31 for a rather different
mechanism that also uses the notion of “normal prices”).

Robertson did not refer to Mill in this connection, but the possibility of Mill's
influence cannot be excluded, especially if we bear in mind the long lasting influence
of his Principles on British economics (see also Laidler, 1995, p. 166, for the
suggestion, on these grounds, that Mill could had been a source of inspiration for
Robertson's analysis of forced saving in 1926). it is worth noting, though, that Mill did
not explicitly consider the price expectations of workers.9 Both Mill's and Robertson’s
formulations of the effects of “money illusion” on production in market-clearing
economies are clearly reminiscent of the so-called “surprise supply function”
advanced by Lucas (1972). Like Lucas, and in contrast to Friedman (1968), there is
no asymmetry of information between workers and firms in Robertson's approach.
Needless to say, the concept of “rational expectations”, and the related notion that
producers would be able to forecast the correct price level if they knew the money
supply in advance, is not part of Robertson’s (or Mill's) framework. Writing during the
gold standard period, Robertson (1915, pp. 228-29) contends that the level of prices
is decided by largely endogenous changes in bank credit, without a pro-cyclical
pattern of the influx of new gold. He suggested that the effect of new gold at the final
stages of the downturn is “purely sedative and medicinal”, but pointed to a possible

connection between goid supply and the expected price level:



It is possible that the mere existence of large gold reserves and a low rate of
discount leads people to think that prices are about to recover, and so to be
less afraid first of buying other people’s goods, secondly of consenting to
immediate actual reduction in the price of their own, which they believe will
only have to be temporary, and thirdly of making for stock (p. 229; italics in the
original).

it was only in the 1950s that Robertson would put forward the view that information

about future money supply is taken into account in new nominal contracts, especially

in the labour market, as we shall see below.

lil. Money Wagqes, Keynes and Champernowne

During the 1930s and after Robertson discussed extensively and critically
Keynes's General Theory, with emphasis on the determinants of the rate of interest
and the relatioh between money wages and aggregate demand. His previous
analysis of “money illusion” was not mentioned, but the role of mistaken price
expectations by wage-earners was the core of Champernowne’s 1936 comparison
between Keynes and the “classics”. Champernowne (1836, p. 202, n. 1 and 2)
acknowledged discussion with Robertson on the essentially temporary character of
the wage-earners’ mistake, but made no reference to Robertson's books. In any
event, differently from Robertson (1915, 1926), he implicitly assumed that only
workers are fooled by price level changes, while firms have correct information.
Champernowne (pp. 203-4) distinguished between “basic” and “monetary”
unemployment, where the former is defined as the rate of unemployment consistent
with labour market clearing when the demand and supply of labour are influenced
only by real wages. “Monetary” unemployment (or over-employment) is due,
respectively, to the fact that workers have “overlooked a recent fali [or rise] in the

cost of living”.



In so far as these oversights are likely to be repaired eventually, the
monetary-unemployed are likely to lower the money-wage which they
demand. We may express this by saying that a period of monetary
unemployment is likely to cause falling money-wage rates, and that a period
of monetary employment is likely to cause rising money-wage rates. In so far
as we can assume that rising and falling money wages will respectively cause
rising and falling real wages, we may conclude that a period of monetary
employment contains the seeds of its own destruction in the form of a
tendency for real wages to rise, whereas a period of monetary unemployment
has in it the seeds of its own destruction, in the shape of a tendency for real
wages to fall (p. 204).
Champernowne’s interpretation of the dynamics of the labour market and his
description of the essentially temporary “monetary” unemployment as "Keynesian”
are remarkably close to Friedman's (1968; see also 1975, p. 17, for Friedman's
interpretation of Keynes). He lacked, however, Friedman'’s notion that inflation would
have to accelerate in order to maintain unemployment below the natural (or “basic”)
rate (cf. Champernowne, p. 216). In this framework all markets clear, so that
workers supply an amount of labour decided by their perceived real wages.
Deviations from the “basic” rate of unemployment arise from the temporary failure of
wage-earners to form accurate expectations of the future course of the price level,
and should be seen as “voluntary” (cf. Champernowne's equations and diagrams on
pp. 211-13; see alsc Darity and Young, 1995, pp. 15-19). Like Friedman’s, it is a
model of departures of the labour force from its equilibrium path (cf. Pheips, 1995, p.
16).10 |
Robertson recognized the possibility of a “money illusion” interpretation of The
General Theory. In his address on the “Frontiers of Economic Thought” to the
Conference of Economic Teachers in 1947, he pointed out that
The original Keynesian theory of employment hung, | believe, on the very old
and respectable peg that there are strong frictions preventing money-wage

rates from adapting themselves instantaneously to product prices, so that



there is sometimes rocm for a little inflation, as | have a note of his [Keynes's]
saying in a lecture 35 years ago, “to cheat Trade Unions into being
reasonabie”. [Footncte: Tc which, if my notes are correct, in those :ays he

was still cauticus enough tc add: “But this is a shori-sightad policy. for the rise
cannet be kapt secret forever”.] A respectable flag, but not a very strong cne -

not nearly streng ancugh, in modemn times, 10 Cear the weight of the icea,

hung upon in the first bock of The General Thsery, that we can neglect as

being “voluntary”. and, thersfore cutside cur main concem, any scraps of
unemployment which may persist ater moneay- wages have begun ic fcilow

prica upwards. So all that had to go prefty quick. and it is nct clear to me yet
exactly what has taken its place {quoted by Mizen and Presley, 1985, p. 844}
Roberson suggestad next that the “money illusion” factor had been raglaced in
Keynesian theory by the contention that “changes of money-wages. whether
upwards or downwards, cannct affect employment excapt through the devicus and
uncertain route of the rate of interest” (ibid.; cf. Keynes, 1626, chap. 19). This is the
theme of chapter 9 cf part 3 of Robertson’s Lectures, which result from his activities
as Professor of Political Econcmy at Cambridge from 1945-8 until 1956-7. Robertson
(1983a, p. 442) started by assuming wnat Pigou had called “Keynes's Day Of
Judgment”, that is, a zero (or almest zero) rate of interest, nil net investment and
positive saving. If wages are “flexible without a lag”, there would te nc
unemployment, contrary to the "Keynesian view” that the flexibility would not pravent
a process of growing unemployment until saving falls as a result of reduced income.
If mcney-wages are still flexibie, but with a lag, some unemployment wiil emerge as a
resuit of the fall in aggregate money demand, but the situation will e characierized
by constant unemployment and continuous deflation, not by increasing "mass
unempioyment”.11 The progressive fall in money inceme will be interrupted dy the
endeavour by the community to restore the desired proportion between the real
value of the money stock and real income (that is, the Cambridge k). in the generai

case, Robertson (12835, pp. 444-45) rejected Keynes's claim that the schedule of



margir 3l efficiency of capital is given in terms cf wage units and argued that faliing
wages would be followed by increased profit expectations. 12

Robertson (pp. 448-53) applied the same rzasoning ¢ the symmetric case of
axcess demand for goods and iabeour. Assuming, as befera. & given money stock.
the process of raising prices and wages would ce interruptad firstly by the aztamet io
rastore the eguilibrium vaiue of k. which wouid ce foilowac oy th= negative affect ¢f
higher wages on the marginal efficisncy cof capital. The ensuing contraciicn ¢f the
demand for labour weuld, under the assumption of a wage lag. lead ¢ higher
unemgloyment, and. through that. a <us_ce*.sion of the wage rising process. At this
siage of the argument. Rcberiscn ascrived the wage iag ‘o the inability by wagse-

garners o realize that prices will stop rising in the futura.

How graat that shock and jolt [to rising prices and wages] neec te. and in

particuiar how largeily it takes the form cf unemployment, would derend

largely on the wage-policy of Trade Uniens: and that is when good !eadershic

from inside, ang even ear-strcking from outside, would have a gencine part 0

olay, namely. in inducing the Trade Unions to take their share of the madicine

of stabilization in the form of abstention frcm pressure for wage advances

rather than in the form of unempicyment (p. 450).13
As we shall see below, this was essential to Rebertson's suggestions for monetary
policy during the process of “creeping inflation” in Great Britain in the 1€30s. He
concluded in his Lectures that “there is not much left of _the simpliste Keynesian
doctrine that the level cf employment dces not depend at all on the level of money-
wage rates” (p. 452).

In contrast with the “mcney iHUsion" mechanism put ferward in the Stucy. the
process of output and wage reduction described in the Lectures is a diseguilicrium
phenomenon. The wage fall is decided by the unemployment rate. under the
assumption of a wage lag. This is in the spirit of Phillips {1953) and escsciaily of
Phelps’'s (1969) suggestion of how higher unemployment - caused pv '2xpecisd
wages” higher than “actual wages” - orings workers to revise their wage exgectaticn

and accept wage reduction as informaticn comes in that actual wages arz icwer than
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exected. According to Robertsor (1963a). wage-2arners wculd accept an
immediate wage fall if they knew the money-wage ievel consistent with “iull
emplcyment” 14 In the Stucdy, the effects of a wage lag on empicyment were
distinguished from the impact of preperticnal changes f wages and prices on the
jabour supply decision (Robertson. 1815, po. 213-18 and 223-27). He consicarad
that the “lagging of money wages behind rising prices i3 now so generally acrmited
as scarcely to require detailed iillusiration” (p. 213). Interastingly encugh. the

compound effect of the "money illusion” and ihe wage 3g means that when Wwages

S
o8
®

Jo fall the depression becomes tempcerarily more intense. as grices fail undes
impact of reduced consumpticn irocm wage-earnears.
it should be cbsenied, however, that the finai and most acuie siage ¢
depression tends ic occur aiter a considerabie readjusiment of wage-rates
has taken place (e.g. in 1878-9, 1886 and 1904): indeed the impuise givan to
producticn by the removal of the tax upon business men actuaily enhances
the purely monetary and illusory inducements to restriction (1513, pp. 226-
27).15
The labour supply function - which was prominent in the Studv and is. cf
course, essential to the “natural rate” mocdels of Friedman (1668). Lucas and
Rapping (1969) and Lucas (1972) - is conspicuous Dy its absence in Rotertscn's
macroeconomics from the 1830s onwards. His treatment of the subject in the second
part of his Lactures (chapters 10 and 11) - which in part reproduces the conciusions
of his 1921 discussion of “Econcmic Incentive” (¢f. Robertson {1621] 1931, pp. 53-17)
- shows how critical he became of the nction of a pesitively sloped labcur supply
curve. He started chapter 11 with a criticism of Kaynes's (1928, pp. 53-6) agolication
of the concept of a rising supply curve to the numbers cf a given acuit gopulation,
instead of the amount of work dcne by an incividual {Robertson, 1863a. pp. 3C8-7.
see also his correspondence with Kaynes in Moggridge. 1873, p. 5C0). Accorcing o
Robertson, the supply curve of the wcrking copulation is veriical. 2xczsg: for a
horizontal segment decided by the minimum acceptatie real wage level.15 P3

to the anaiysis of the labour-leisurs choice 5y an individual, Robertscn (pp. 142-48)
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illustrates the argument with a diagram where utility appears on the ordinate and
work on the abscissa, like his previous treatment in the Study. He discusses in detail
the situation in which the "work-demand for income has an elasticity less than one”,
that is, a supply curve of work negatively sloped. For Robertson (as for Robbins,
1930, p. 129) the issue cannot be decided by a priori reasoning, but by empirical
investigation only. After considering the evidence, Robertson (pp. 150-51) concludes
that “in respect of both hours and intensity, the relevant stretch of the supply curve is
backward rising, at any rate in the short period”. The situation is complicated in
longer periods by the fact that “leisure is apt to become boring unless you have
money to spend in it, while given time the standard of wants is apt to adjust itself”,
which means that the labour-leisure choices may be reversed later.17 Robertson’s
notion of a “natural rate of unemployment” as part of his perception of the working of

the labour market in the 1950s will be dealt with next.

IV. “Full Employment”_Phillips and the Cohen Council Report

Robertson (1963a, pp. 437-38) was critical of what he believed to be a
“dramatisation” by Keynes (1936) of the contrast between “mass unemployment” on
the one hand and “full employment™ on the other. This “over-simplification” of the
problem of economic policy objectives was rejected by him, since it is not possible
“to draw a hard-and-fast line ... between what happens when there are unemployed
resources and what happens when there is something more or less arbitrarily
defined as ‘full employment’; in the fashionable jargon of 1947, ‘bottlenecks’ may
begin to appear at any stage in an industrial revival" ([1922] 1948, p. 205). His
criticism of “full employment” as a policy goal was based on the inflationary dangers
of a margin of unemployment smaller than the “transitional unemployment”
associated with the transfer of labour from one sector of the economy to another
([1957] 1992, pp. 76- 7; see aiso Presley, 1979, pp. 24041, and Danes, 1985, pp.

115-20). In the post-war period the employment problem took on a new form, namely



Not how clcse an acproximation to absciutely fuil employment shouid we aim

at reaching, but how large a retreat frcm absciutaly full employment - cver-
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employment, as scme of us have nci nesiated ¢ Zescribe it - should v
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tolerate occurring ... Szconemically. it is in 2s3ence ne same Cic e
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before - namely, how much siack dces 3 moder 2CoNCMy raguire in ¢réar i
avoid cssification of its industrial structure and a pregressive uncermining i
its standard of value? (19€3a. p. 438)

The noticn of a rate ¢f unempioyment consistent with grice level statilivy s

.

apostles of full empioyment". ERS

pehind Robertson's (p. 438) criticism of the
represented by the 1844 "White Paper™ of the British government, by Beveridge's
volume Full Employment in a Free Society ancd by ine United States Empicyment Azl
(see Robertson [1957] 1692, n. 76; cf. Hutchison, [1363] 1992, pp. 26-27). His main
piece on the subject was the 13855 article on "Creeping Inflation”, written as a
raaction against the widespread view that full employment could be cttained at the
orice of some low and steady creeping inflaticn. Robertson {[1955] 1688, pp. 247483
sustained that the government's cbjective cf “full employment” was the main
determinant of inflation in the 1950s and distinguished three routes through which
that influence worked to affect the price level. Firstly, it "2ncourages the maintenance
of a swollen stream of monetary demand”. Givan the “extreme difficulty” of
calculating the level of aggregate demand capable to abscrb at current prices the
output which would be forthcoming at “‘uil employment”, the tendercy s fcr
deviations to be concantrated in excassive monetary demand. in the second piace.
“this buoyance of demand in fact cperates 0 diminish resistance ic gressurs rom

\

the side of work-pecple fcr higher wage rates”. Finally, the “fear cf crzating pockats
of unemployment” tends to hinder other government policies diracted

monopolistic practices or parriers to international fracde and the raduction of cosis
that would result frem them (ibid.). Referring to S.H. Siichter of Harvard (see Laescn,
1997, pp. 473-81), Reoertson pointed cut that “the giciura cf the future 'which nas
formed itself in many thoughtiul minds is that cf a price tevel of final cutput which. in

spite of a steady annual incrzase of scme 2 or 3 per cent in productivity ger haad,



moves upwards on the average in at least a similar proportion ... "Stability” aimost
seems to have been re-defined in terms of 2 or 3 ~ar cent annual rise” (see also the
Cohen Council report, pp. 28-30).
Robertscn put forward two otjecicns o that new nction of “siability”.
Assuming that the siow pace of the uocraeg is tenable. a grice-rise ¢f abcut 3 per
cent a vear would not discourags the use of mcney icr ordinary transactions, but
long-term contracts would be affected. Toe aftempts tc 2retect these contracts rom
a future rise in prices, however, would turn the steady inflation intc an accalerating
cne:
It is at this point that doubils abecut the merits ¢f the pregramme of slow
uncreep coalesce with doutts aocut its grachicability. For if iis ineqgualities can
only be softened ... by the axcogitaticn of a whele dattery of contracting-out
devices, it is surely to te exgected that these sections of the pepulaticn who
are at present the leaders in. and the berneficiaries of the present
comparatively dignified inflaticnary procession will zll the time be
endeavouring to preserve and restere their threatened leads. Thus in practice
the rescue operations so carefully planned would grobably be far from
- completely effective ... But what that means is that the planned orderly fail in
the value of money would be in danger of turning into a landslide, generating
not a conformable condition to “fuil employment” out a hectic and disorderly
muddle, which could cnly be checked, at the cost of much disemployment and
distress, by the re-establishment of drastic monetary discipiine (pp. 252-53;
see also his comments in Hague, 1862, p. 405).
This is reminiscent of Friedman's {1S638) weil-known "accelerationist” resuit, but the
reasoning is not quite the same, as Roberison had in mind a hetercgeneous society
composed of groups with cifferent zbilities o act upon their inflation expectations.

Robertson's conclusion that the "full employment pledge” (p. 255) is untenable ied

him to suggest long-term stabiiity of the price level as the declared policy ctjective ¢f
monetary policy. He stressed that this wculd have tc be accompanied nct enly 2y a

' [ %
i

“reasonable intsrpretation ¢f the concegt of 'fuil employment™, tut alsc by ih

(]



reccgnition that “it may not Se wise to regard the attainment even of an employment
objective in itself reasonably cenceived as in all circumsiances the aosoluieiy

svernding aim of peolicy”™ (p. 25€).18

2
[}
'S

The interpretation of British inflaticn put fcrward in resoing Inflaticn”

ariicle became part =i the first regort of the Ccuncil on Prices. Productivity anc
income. with Lord Cohen as Chairmar 2znd Sarcld Hewitt {an accounant) and
Dennis Robertson as memeers {(cf. asp. go. Z¢-

Hutchison [1868] 1282, p. 137; for the circumstances surrouncing Repensen's

“

appciniment o the Council see the "aditcrial commentary” in Roberison. {1558]
1962). Because of the goal of price statility. the crucial pari of the repert was the
section on how o gprevent rising money- wagas withcul croveking an iniense
increase cf unemplioyment. Rebertson had discussed critically in an addrass to the
Scheol of Central Bankers i 1857 the prevailing view that a rate ¢f unemployment
around 10 per cent weuid be nesded to prevent wage demands frcm exceeding
productivity growthis. He maintained on that occasion that if trade union ieaders and
wage-earners in general became convinced ¢f the sariousness of the government's
cominitment to price stability. money-wage claims would te substantially scftened
({19571 1692, pp. 77-8). which was repeated in the first Cohen Council report. After
acknowledging a rise in the margin of unemployment to about 2.0 per cant
{(perceived by the Council as necessary for the "sfficient working” cf the 2concmic
sysiem), and contrasting this with the dramatic {orecasts of a rate of 10 per cent
mentioned above, the report stated cn p. 42 that ne {urther unemployment wouid be
neceassary.
We ourselves at present tzeke a moerzs oplimistic view. The decline in the
intensity of demand. working through a decline in raalised and anticipated
orofits, must cartainiy te expected to stiffen the resistance cf smplovers ¢
claims for increased wage rates. It weuicd Ce 2xcassiva cptimism o hepe that
it would pravent any wage claims teing made. zut we celisva that the decline
in the intensity of demand will tend o mederatz the insistence with which they
i

are pressed and to convince the memters of the Trade Unicns concearnad that
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a successful aftempt to continue the spectacular rise of wage rates in recent
years would not only invelve real hardship for large sections of their fellcw
citizens but would also ultimateily endanger their own future employmert and
standard of living (3ee alsc Robertscn's comments in Hague, 1862, co. 405
and 407).

Rcbertson had explained in an address cn "The Rcle of Persuasicn in Ecencrmic

Afairs” that trade unicrs would not be convinced simpily by “ear-stroking”, a chrase

(1;

he used io describe the aftempt to 2sizbiish a ccde by means of which scmacne

cecomes “aware of what is axpected cf him and tehaves accordingly” {182¢, ©.
155). He praised the roie of the "force ¢f persuasion and convention”, but at fhe

wgz

same time stressed that it is “limited in supply” and that a “framework of mcnetary

jaw and administration” should be crazted in order ¢ make possible a “regime of
incentives and disincentives, which wiil prevent these precious quaiities of
persuasiveness and persuadatility from teing wasteiully squandered thrcugn being
set tasks which it is cutside their compass tc perform” (p. 172).

The reactions oy trade unions to the Cohen Council report were quite hcstiie
(see Worswick, 1962, p. S59). Howard‘ Ellis (1958, p. 1040) expressed bewilderment
with the strong criticism advanced by the Labour Party, as the report had rejected the
theory_ that inflation could be ascribed directly to a wage push. The report's
cenclusion that the British inflation was predominantly “demand-pull” and not “cost-
push” were confirmed statistically a few months later by Phillips (1958), which would
soon become seminal. Rcbertson praised Phillips's study of the relation tetveen
unemgloyment and money-wages in an address delivered in 1959, despitz scme
skepticism that Phillips's rasult - that th2 rate of unemployment consistent with orice
level stability is about 2.5 per cent - would apply to such a long pericd cf time as a
century (Robertson [1959] 1662 pp. 111-12; ¢i. his comments in Hague, 1862, o.
458, that “one could not put much reliance on [Phillips’s] results because it assumed
there was a fixed psychological function relating the aftitude cf trade unicns (¢ the
level of employment over a whole century”}. At the same time, he pointed cut thatif

Phillins's econometric exercise {and cthers performed in the 1950s as well).



Had been available to the Cohen Council twelve menths ago, they would {nct]
have enabled it to mcdify very much the werds in which, in the centrai
passage of its report, it expressed, tentatively but fainy firmiy. its hunch in this
important matter. This was to the effect that the {irm acticn which had teen
izkan to catch held of demand weuld be found te wers is way through into the
wage contract, and that whatsver might te true ¢f cther ceuntries and other
times, it would not require enormous realised percentages of unemgioyment.
but only a definite change of atmosphere. tc take a gr2at deal of the siream
out of the wage push (p. 112; see aiso Rctertzon. 1881, ;
The commentaters (see, e.g., Ellis, 1958; Dow. 1658; Feilner, 1959, pp. 244-48;
Samuelscn, 1963, pp. 521-22; Hutchiscn [1968] 1992, pp. 137-28) on the first Cchen
Council report missed its central message.20 During 1857-538. the Chancelior cf the
Exchequer Peter Thorneycroft carried out a pclicy of disinfiation and money-wage
claims were below their earlier pattern, with only a slight increasa of unemployment.
The rate of unemployment, which was 1.4% in 1957, raisad to 2.1 and 2.2 in 1958
and 1959 respectively, and fell again to 1.6% in 1560. Retail prices. which had grown
from 100 in 1950 to 142 in 1957, reached 147 in 1958 and 1858, and went up to 149
in 1960. Noeminal weekly wage rates, which had grown from 100 in 1950 to 154 in
1857, reached 158, 164 and 168 in 1958, 1858 and 1S60, respeciively (see
Knowles, 1962, p. 536). Robertson (1863a, p. 451; see also 1963b, p. 23) had
interpreted the experience of 1957 as “fairly convincing evidence, first that there is a
clear link between monetary policy and the money wage level, and seccndly that it
deesn't requir2 either tfremendous sermonising or horrifying levels of unempioyment
to make that link effective, tut only a reasonable amcunt ¢f courage con the part of
politicians and a reasonable amount of enlightened self-interest on the part of the
leaders of organised labour”. He further claimed in his Marshall Lectures delivered in
Cambridge in October 1560 (which also contains a rspiy to Kaldor's charge cf
incensistency)21 that the events of 1857-3 had vindicated his view cf the “rationality”
of werkers in preferring lower rates of increase of mconey-wages ic higher

unemployment, whenever they have the necessary information abcut monetary
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policy: “In the hideous language of medern strategy, the deterrent has cecome
cradible because it has been used. It did nct lead to sccial catastrephe - there was
no good reason to fear that it weuld. Sut it was unpleasant. and even its warmest
defenders would te delightad if there shculd prove never to de any nesc for its

Y

repetition on the 1357 scale” {1861, p. 38\

\/. Concluding Remarks

Rotertson's theorstical writings zncd centriutions to debates cn sccnomic
policy in his main.books and in the 1830s show ihat he grasped what weuid iater
become known as the "naturai rate of unemployment hyoothesis™ and one cf its main
corollaries, viz. that demand management cannct aim for the unemplovment rate
surmised as best. Zven though his apgreach to the tusiness cycle is quite far frem
the respective monetary framewcrks of Friedman (1568) and Lucas (1872). it was
clear to Robertsen that price level changes would affect employment and output only
if *hey were unanticipated. One cannct disregard the possibility of an influence cn
Friedman on this point. as th2 American econcmist worked alongside Rctertson in
Cambridge for part of the 1950s (see Mizen and Presley, 1895, p. 840, n. 2; cf.
Friedman’'s {1869, p. 1] acknowledgment of discussiocns with Robertscn on the
"Cotimum Quantity of Money”). In his memorandum to the Canadian Commission on
Ranking and Finance, Robertson\(1963b‘ pp. 10-11) remained faithful tc the view
first put forward in his Study and elatcrated in Banking Policy ... that the aim of
monetary pclicy should be to generate a {low of monetary demand so as 'c “2natle
the participants in the growth process - enterprisers, savers and nirad werkars - to
realize their intentions with a2 minimum cf fricticn and of distertion ¢f the irue
significance of the monetary contracts they are making with one another’. that is.
what he used to call “monetary eguilibrium” (cf. 1863a, part li, chap. 2). =His cverall
consistency throughcut five decades - including the changes of persgeciive cn points

such as the iabour supply functicn and its role in business fluctuatiors - on the



analysis of the relation between mcney. prices and output is remarkable in the

history of twentieth cantury monetary thought.

Noles
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(Brazilian Research Council).

1. See also Leijonhufvud (1558, pp. 184-83), who maintains that. under the
assumption of rational expectations but in the absence c¢f perfect inizrtemporai
coordination, the Philiips space would fill up with vertical Phillips curves, instead of
collapsing to a single one. Phelps (1885, p. 17) rafers io Lerner {1948) and Fallner
(1959) as anticipators of the “neutrality axiem”. Actually. the idea goes at least as far
back as Wicksell ([1898] 1938); see Boianovsky. 1588.

2. Robertson (p. 157) listed three imporant causes of such a revision: the
“confidence inspired by exceptionally good crops in the capabilities of a given
country”; the “wearing cut of an unusually large number of the instruments of
production”; and “the occurrence cf an inventicn in some important trace of groups

of trades”.

3. See also Bigg (1990, pp. 124-25) for a discussicn of Recerisen’'s diagram. Bigg's
interpretation, however, is marred by his suggesticn that Roberiscn’s analysis is akin
to Keynes's shifts in the marginal efiiciency ¢f capital and by his neglect of the

concept of elasticity of demand for income in terms of effert.
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4. Robertson (p. 207) suggested that the influence of the high value attached to
leisure in the boom is particularly strong in the coal trade, where “the marginal utility
of a 'straight back and the sunlight is peculiarly high”. He ascribed the lesser
elasticity of the effort-demand of the working classes (when compared to
businessmen) to the “more unpleasant and monotonous character of their work and
to the greater urgency of their material wants”. In another book, Robertson ([1926]
1948, pp. 19-20) assumed a hypothetical economy of independent producers with

effort-elasticity between that of the actual employer and that of the actual employee.

5. Cf. his description of a trade slump as “a time of excessive and unwished-for
repose, when factories work half-time and clerks sit twiddling their pens, when
business men go to the South of France, or to Summer Schools, or to prison, and
workmen tramp the streets striving to rid themselves of the blessing of Leisure”
([1923] 1931, p. 133; see also [1926] 1949, p. 21).

6. “Of course the stimulus of rising prices is partly founded in illusion. The salaried
official and the trade unionist have been beguiled into accepting employment for a
lower real wage than they intended. Even the business leader is the victim of illusion:
for he is spurred on not only by real gains at the expense of his debenture-holders
and his doctor and even ... of his work-people, but also by imaginary gains at the
expenses of his feilow business men. it is so hard at first to believe that other people
will really have the effrontery or the good fortune to raise their charges as much as
he has raised his own” ([1922] 1948, p. 139). “To some extent this optimism is
irrational - people are slow to realise that other people’s selling-prices will rise as well
as their own" (1963a, p. 411). The passage from p. 139 of Money was quoted by
Phelps (1969, p. 157, n. 31) to support his notion that the firm will not raise its price
in full proportion to the rise of the demand price for fear of worsening its
competitiveness, with an ensuing rise of real wages and employment in

disequilibrium.
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7. The “surprise supply function” cannot be found in Pigou (see Collard, 1996, p.
919). Lavington (1922, chap. V) discussed the influence of changes in the price level
on “business confidence”, with no mention of the confusion between absolute and
relative prices. Robertson ([1926] 1949, p. 3) was critical of basing business cycle
theory on the element of “error”. He objected in the Study to “those who find the
causes of fluctuations in what they call ‘psychology of the business man' and
assume without further argument that they are incalculable and unfit for systematic
study”, and suggested that “it seems only natural, in the absence of proof, to give
[the business man] the benefit of the doubt, and assume that they are in part at least

induced, however irrationally, by external objective facts” ([1915] 1948, pp. 8-9).

8. This was one of the exceptions to Mill's famous proposition that “demand for
goods is not demand for labour” ([1848] 1909, p. 87). Mill assumed, according to the
classical tradition inaugurated by Adam Smith ([1776] 1976, pp. 99-100), that the
supply of effort is a positive function of the real wage. See also Mill's ([1833] 1967, p.
191) statement that “an unusual extension of the spirit of speculation, accompanied
rather than caused by a great increase of paper credit, had produced [in 1825] a rise
of prices, which not being supposed to be connected with a depreciation of the
currency, each merchant or manufacturer considered to arise from an increase of the

effectual demand for his particular article ...”

9. Cf. Alfred Marshall's statement to the 1899 Committee on Indian Currency:
“Employees cannot, as a rule, foresee; and they have less power to act on their

knowledge” (1926, p. 284).

10. Champernowne's 1936 articie was reproduced in Lekachman (1964),
accompanied by another piece by Champernowne on his 1963 assessment of The
General Theory. Champernowne’s new article, entitled “Expectations and the Links
Between the Economic Future and the Present”, offers quite a different interpretation

of Keynes's book.
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11. Kohn (1981) drew similar conclusions from his loanable funds model
incorporating the Keynesian income-expenditure mechanism in a Robertsonian
sequence analysis. Assuming a production period of the same length as the period
during which money is spent, Kohn shows that the joint assumption of wage
stickiness (in the sense of the inability of money-wages to react quickly enough to
clear the labour market within a single period) and a given interest rate generates
persistent deflation with constant unemployment. The source of wage stickiness is
not, in Kohn's analysis, the existence of wage contracts, which are set according to
the production period, but the wage-earners’ resistance to adjust money-wages in
order to clear the market at the end of each production period. Robertson intreduced
wage contracts in his analytical monetary framework in 1933, under the assumptions
that money-wages are “prevented by contract or custom from varying during such
short periods of time” (Robertson’s “day” during which the stock of money “changes
hands”) and that a decline in demand for goods is met only by a “reduction of prices
sufficient to market the original output” ([1933] 1966, p. 49; cf. [1926] 1949, p. ix). His

treatment of the "wage lag” in the Study is discussed below.

12. Robertson (p. 445) acknowledged in connection with the effects of wage
reductions on profits that “once we begin to talk in terms of plans and expectations
anything may happen” and suggested that the dangers of “wage flexibility promoting
excessive instability” could be countered by combining wage reductions with

expansionary policies like public works.

13. Wilson ([1980] 1992, p. 55) quoted the passage, without pointing, however, to
the role of the wage-earners’ information about monetary policy in preventing higher

unemployment.

14. Robertson rejected Keynes's (1936, pp. 13-14) hypothesis that workers are
primarily concerned with relative money wages (Moggridge, 1973, pp. 501-2).
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15. Robertson (pp. 248-9) sustained (against Pigou) that there was some rationality
in the Trade Unions's resistance to a falling level of money wages, as the demand for
labour in the constructional industry is inelastic in the depression, which would cause
a fall in the aggregate income of union members. Furthermore, the employer is for a
“considerable time unable or unwilling to retaliate [to viscous money-wages] by

curtailing unemployment” (see also Boianovsky, 1998, pp. 233-34).

16. See Aslanbeigui, 1992, who provides evidence that this was Pigou's notion of the
aggregate labour supply function, and of Keynes's misinterpretation of Pigou on this

point.

17. The supply of effort by the businessman - another important element of
Robertson’s Study - practically disappeared from the analytical framework of his
Lectures. As he explained, “enterprise” is a composite factor of production combining
work of a particular kind, provision of capital and exposure of that capital to risk
(1963a, p. 104). The emphasis on the supply of effort by the businessman followed
the form of business organisation dominant at the time of Marshall's Principles, that
is, the ruling of the business by its owner. With the prevailing joint-stock form of
organisation, business enterprise consists above all in the “bearing of uncertainty”
(p. 265). Robertson concludes that “the supply of risk-taking by business men is
likely to be a good deai more responsive to alterations in reward than the amount of
skill or effort which they display” (p. 266).

18. The objection to full employment as a policy goal had been advanced by Robbins
(1954; see Robertson’s 1955 review in the Economic Joumnal, p. 107), but without

any suggestion of the acceleration of inflation stressed by Robertson.

19. Harry Johnson (1956, pp. 19-20), for instance, sustained that “experience
suggests that substantial unemployment would be required to prevent wages from

increasing at an inflationary rate”. and that the only solution to the overload on the
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British economy “seems to be to stagger along under as we have been doing,
meeting crises by a succession of temporary and regrettable expedients”. In the
same vein, David Worswick (1958, pp. 252-3) maintained in his memcrandum
prepared for the Cohen Council that “while trade union leaders might be deterred
from wage demands if unemployment were 10 or 15 per cent ... they would hardly be

deterred by a mere 2 or 3 per cent unemployed”.

20. "Fellner's interpretation is especially relevant, as he took expectations into
account in his analysis of the inflationary process. According to Fellner (1959, pp.
227 and 234), in the case of “demand inflation” the reduction of aggregate demand
flattens the price trend with only a temporary reduction of employment during which
price-expectations are made non-inflationary. By contrast, in the event of “cost
inflation”, the reduction in aggregate demand would bring about a permanent
contraction of the level of resource utilization. Fellner (p. 235) suggested that wage-
push inflation would show an “accelerating tendency”. The process starts by the
attempt of some groups to gain at the expense of others in real terms, which is
successful to the extent that the wage-and-price increases in some sectors “catch
other sectors unawares”. In the subsequent phase, “one must run fast in order to
stand still". This is not far from Robertson’s description of the acceleration process,
but framed in terms of cost-push. Fellner sent a copy of his paper to Robertson, who
criticised Fellner's definition of demand and cost inflation on the grounds that it mixed
up “questions of the historical cause and remedial action” (Robertson, [1959] 1992,
p. 109). Feliner (p. 245) was critical of the Cohen Council's conclusion that British
inflation was mainly caused by excess demand and of what seems to him an
ambiguity of the Council (see p. 41 of the report) on whether the increase of
unemployment to ca. 2 per cent as a result of the restrictive monetary policy would
be temporary or permanent. Fellner's complaint betrayed his inability to grasp

Robertson’s notion of an equilibrium (or “natural’) unemployment rate.
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21. Kaldor ([1958] 1989, pp. 457-59) used his model of the relation between
distribution and growth to argue, in his memorandum to the Radcliffe Committee, that
a small rate of inflation was necessary for full employment. Assuming that the
required minimum rate of profit is 15 per cent, that the proportion of profits saved is
40 per cent and that the rate of growth of production is 3 per cent, the price rise
would have to be 3 per cent a year (0.15 = 0.06/0.4} in order to keep the process of
capital accumulation going. From that perspective, Kaldor (p. 459, n. 1) criticised the
Cohen report and called attention to the section on “The Case for a Gently Rising
Price Level” in Robertson’s Money (pp. 138-40) as being inconsistent with the report.
Rabertson (1961, pp. 24-5) replied by criticising Kaldor's own model - on the grounds
that the forced reduction of real wages through infiation is essentially transitory - and
by claiming that his final conclusion in Money (p. 140) was in favour of price stability.
Despite Robertson’s attempted explanation, the fact remains that the Money section
mentioned by Kaidor is hardly consistent with Robertson’'s overall analysis of
inflation, especially if the reader is unaware (as Kaldor apparently was) that the
whole case for a “gently rising price level” was built on the premise that the increase

in prices “is not perfectly foreseen” (Robertson, {1922] 1948, p. 11).
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