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An Appraisal of Weintraub’s Work

PAUL DAVIDSON#

In the view of both the general public and
most professional economists, Sidney Wein-
traub is undoubtedly more closely associated
with the concept of a tax-based incomes pol-
icy (or TIP) than with any other analytical or
policy construction of economics. Yet, TIP
is only one of many analytical innovations that
Weintraub has developed in the more than a
dozen books and a hundred articles he has
authored since the 1940’s.

In his first book, Price Theory, Weintraub
presented a “systematic and reasonably com-
plete statement of modern price theory” (p.
vii). In its “Dynamic Analysis” section (pp.
337-433) Weintraub took a monumental step
forward; he moved price theory into the real
world when he provided a conceptual scheme
for the “forward-looking nature of the eco-
nomic process . .
consumption take time, decisions and actions
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in these spheres are guided by an estimate of
the future” (p. 337). Had professional econ-
omists followed Weintraub’s pathbreaking
analysis of time and uncertainty, imperfect
equilibrium adaptions, multi-period antici-
pations with their intertemporal demand and
user costs relationships, and his “clock-time
sequences” analysis, instead of being di-
verted into the rather sterile static and dy-
namic general equilibrium analysis of the last
few decades, microeconomics theory would
have made great strides towards providing
guidelines which were roughly right rather than
precisely wrong!

In this 1949 volume, Weintraub distin-
guishes between particular equilibrium anal-
ysis which focuses “attention on one market
while ignoring ramifications and repercus-
stons in other markets . . . in contrast to
general equilibrium analysis, which adum-
brates the conceptual possibility of the si-
multancous equilibrivm . . . in all markets
besides demonstrating the interrelations be-
tween the separate markets” (p. 126). At this
early stage Weintraub specifically noted the
need to study general equilibrium analysis in
order to specify the conditions necessary, and
to explore interdependencies of markets de-
spite the “violence the idea of general equi-
librium does to our sense of reality, and even
if we entirely reject it as an artificial image
of the economic world” (pp. 126-7). Almost

" a quarter of a century later, after millions of
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man-hours have been spent by professional
economists throughout the world on devel-
oping such an analysis, Hahn has written that
at this time the one and only useful function
that general equilibrium analysis has dem-
onstrated so far is to explain why an optimal



292 EASTERN ECONOMIC JOURNAL

resource allocation can never be achieved in
the real world. As Hahn states, “The argu-
ment will here turn on the absence of futures
markets and contingent futures markets and
on the inadequate treatment of time and un-
certainty. This negative role of Arrow-De-
breu equilibrium [ consider almost to be suf-
ficient justification for it, since practical men
and ill-trained theorists everywhere in the
world do not understand what they are claim-
ing to be the case when they claim a bene-
ficient and coherent role for the invisible hand.
But for descriptive purposes, of course, this
negative role is hardly a recommendation”
(Hahn, 1973, pp. 14-135, italics added]. Thus,
after years of effort, Hahn's conclusion is
Weintraub’s starting point.

Weintraub’s dynamic analysis of the rela-
tionships between pricing behavior, innova-
tions and development is more in the mold
of Schumpeter’s conception of creative de-
struction than in the bombastic welfare in-
cantations of modern “ill-trained” theorists
who envision deregulation in the absence of
demonstrated externalities as the only policy
solution to all our economic maladies. Wein-
traub, however, after delving deeply into real
world dynamics, concluded,

It is a spurious, and perhaps dangerous, pastime
to suggest price changes as a means of improving
the resource-allocating efficiency of the price
mechanism without probing the effects of price
changes on such dynamic phenomena as com-
mod_ity innovation and commodity progress, and
the impact of controls upon the spirit of business
enterprise. So much of the analysis presumes that
we have an original choice of institating one mode
qf pricemaking rather than another, while realis-
tlcally we must always remember that the econ-
omy is a “going” one; any change will work hard-
ships and will be resisted by those adversely
affected. Policy cannot assume this problem away
by presupposing that the damages are unimpor-
tant, that the hostility is misguided, or that the il
effects fall only upon powerful “vested interests”
whose welfare can be disregarded. Animated by
a bitter political philosophy, the policy will be sel-

defeating, inimical as it is to our institutions, eth-
ics and concepts of freedom. (pp. 437—438)

As an indication of what problems he would
devote most of his energies to in the follow-
ing years, Weintraub wrote in his Preface to
Price Theory that “the theory of income di-
vision, on the other hand, is in a more cha-
otic state; a laborious job of reconstruction,
In my opinion is necessary.” (p. vii). Since
1950 Sidney Weintraub, with characteristic
goodwill and indefatigable effort, has en-
gaged in such a reconstruction.

In 1958, his Approach to the Theory of In-
come Distribution explicitly developed the
conceptual analysis of Keynes’s aggregate
supply function. In this classic volume,
Weintraub rendered intelligible the Marshal-
lian microfoundations of Keynes’s macro-
analysis. Clearly, his earlier Price Theory
system of analysis provided Weintraub with
the perspicuity necessary to become the first
economist to develop a supply-side dimen-
sion to Keynesian macroeconomics. Thus, in
one sense, Weintraub was the first “supply-
side” economist, but his system was far su-
perior to those in the 19707s and 1980’s which
professed a garbled “supply-side” analysis
based on the dual misconceptions of Say’s Law
which assured there were no obstacles to full
employment and Walras' Law which assured
instantaneous and simultaneous market clear-
ing. Had the economics profession paid more

attention to Weintraub’s Approach and its
analysis of aggregate supply-demand inter-
dependence for monetary economies, with its
explicit link between productivity and rela-
tive shares, many of the false “trade-off”
prognostications of the neoclassical synthesis
Keynesians could have been avoided. West-
ern governments, when faced with the grow-
ing problems of inflation and stagnation in
the following decades, would not have been
advised by their “ill-trained” economists to
adopt policies which only exacerbated stag-
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flation tendencies. Had the Weintraubian ag- .
gregate supply system been more widely
adopted by Keynesians, the resulting theo-
retical framework would have been suffi-
ciently strong to ward off the simplistic, fad-
dish solutions put forth by Monetarists and
their rational expectations-supply-side breth-
ren in recent years to fill the vacuous gap in
theory and policy left by the bastardized neo-
classical Keynesian system.

It is indeed difficult, from hindsight, to
comprehend why economists who pride
themselves on their objectivity and complete
separation from valte judgments did not react
more enthusiastically to Weintraub’s clear,
concise, and correct micro and macro anal-
ysis. It could not be for lack of information
as to the existence of Weintraub’s work. Paul
Samuelson, for example, in a 1963 essay en-
titled “A Brief Survey of Post Keynesian De-
velopment™ [which appeared in R. Lekach-
man’s best selling Keynes' General Theory:
Report of Three Decades {(Macmillan, Lon-
don, 1964)], wrote “pretty much as a lone
wolf, Sidney Weintraub has also been for-

mulating macroeconomic theories of income -

distribution.” [p. 343]. Moreover, Samuel-
son went on to note that there was “ample
evidence™ that Weintraub had been fruitfully
working in this area “for a considerable pe-
riod of time.” Nevertheless, the devastating
realities of Weintraub’s farsighted analysis of
inflation, income distribution, and growth was
continually ignored by the “Keynesian™ eco-
nomics establishment who preferred to fill
“empty economic boxes” throughout the
1960°s and 1970’s. Sidney Weintraub was
clearly an economic prophet before his time!

In 1959, Weintraub presented, in A General
Theory of the Price Level, a simple but pow-
erful statistical analysis to demonstrate that
the price level associated with the business
gross product produced by the entrepreneur-
ial firms in the private sector could be viewed
as related to wage costs per unit of output

(i.e., money wage rate divided by the aver-
age productivity of labor) plus a gross profit
mark-up. Weintraub demonstrated that be-
tween 1929 and 1957 the aggregate profit
margin or mark-up (which Weintraub la-
belled k) in business gross product showed
small, ron-systematic, annual percentage
changes. Over the three decades surveyed,
Weintraub concluded “the evidence is clear:
the practical constancy of & is an empirical
fact” (p. 39). Through the Great Depression,
World War 11, and the Post War Boom, the
facts had dictated that sccular price level
movements could be mainly described solely
via changes in money wages relative to pro-
ductivity. From this simple but clear analyt-
ical construction and its theoretical basis in
the relationship between income shares and
aggregate supply enveloped in his Approach,
Weintraub was able, at that early date, to
criticize the monetarist approach to control-
ling inflation. “Our criticism of the Federal
Reserve has been of the incompatibility be-
tween the job and the tools alletted. Man may
get to the moon in a rocket, not a rocking
chair. The wage level, not the money supply,
governs the price level . . . the Federal Re-
serve with the power to cut off or augment
money supplies is a poor instrument for
achieving economic stability.” (p. 88).
Since the mid 1950°s, Weintraub has la-
bored at picking up the shattered pieces of the
Keynesian revolution and redirecting eco-
nomic theory and policy towards the practical
important problems of our times. As early as
1960 he was advocating guidelines (or what
he called a “watch-tower” incomes poli-
cies)——several years before the Kennedy
administration adopted and successfully pur-
“sued such policies. In January 1971, Wein-
traub published the first version of a tax based
incomes policy in the Lioyds Bank Review in
which he proposed using tax penalties on
firms. Later in that year he collaborated with
Henry Wallich, a member of the Board of
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Governors of the Federal Reserve System to
spell out in greater detail a tax based incomes
policy. The fruitful collaboration (apparently
encouraged by Leonard Silk of the New York
Times) provided Weintraub with sufficient
public and professional attention to attract
others to accept the verities that Weintraub
* had spent years analyzing. Today, his vision

offers developed entrepreneurial economies
the primary solution to the second great crisis
of capitalism in the twentieth century—stag-
flation.

Editor's Note: This Tribute will also be printed in
Henry W. Spiegel and Warren J. Samuels, eds. Con-
ternporary Economists in Perspective (Greenwich, Conn.:
JAIL Press, 1984), Vol I.



