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In vshs " aV. anf].C .. i ,: d.- i Lu;tqined'te, in, I "i.,fn ,s rise the 

,-,era C!:: '% . Of 8l'.:c exc demann vher!p 	rP: 0 . f ,< 

c Ic f(:.,e , o c o:oiy--tin ,o.:. other Vh ph.:no:,necotoo much y : :sc 

does not. 3un- t:t;e).f to a s.Lm;1,: e:y2.taation, The Juxtapo;:,il.on of l1h. 

rel.evant v,::U;~ as ,--,~oi:t'a:y st,: ct'.n, and rmih.vioral--diff rs from, 	 -.

ti.*e, to tie ;.id from country to coilat'y. it: is essential to keep in 

mind the I tec'giieity of situtioo: ,ind the int-erdopendence of the factors 

involved. 1,o universal ;).:nacca is aaiAatle for fighting inflation. 

Policies muot be adapted to the sitt'.tion. 

It is evCn ha'd to s-:y whether inflation is on inescapable cost of 

economic prcv;;.h at al.. The emupirical evidence--in Europe, the U.S., 

Latin America, and elcev,1,;ro--doe., not indicate any necessary or causal 

price level.relationship between the rate of eco.omic growth and the 

Much depends on the policie'; followed by an individual country. 

The more coordinated thL policis.---m:onetary, fiscal, and commercial-­

the growth process will tend to be. Attempts tothe less inflationary 

follow such a coordinuted policy effect a wholc spectrum of economic and 

behavioral relationship:., Particularly, the wore militait, nationalistic, 

the grccter is the need for safcguardsand auttirkical tile policics are, 


self-suffi­against inflation. For instance, the drive towards economic 

ciency (through import substitution) might result in tariff structures or 

exchange rates which arc bothiLCiatioinary and harmful to export prospects. 

the policies of the tradc! unions riight lead to a divergenceSimilarly, 


between the wage ratu in the %u.b:;nsector and the opportunity cost of
 

http:Juxtapo;:,il.on
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labor in the rural sector. _Thin" might causc the :Imultaneotuo; occurcrnce 

of high urban money wag.s, expLuding real ou:put, and growing unemployment. 

And higher money wages are--in sore countries, at least:--,au important 

factor behind the ri in11 prices. 

This is by ii oe tns to sug(*st that tha drLv to-',ard s econonic self­

sufficiency is ).f C nortat ivc (.or t
ccszrily bad. cc II') Ldvantage 

warrants it, or, if thu economies of scale are a real issuclthcn the 

protection of certain industries may even be a wei.come choice. It is in 

this context that countries might consider the pos;sibilities of intra-. 

regional division of labor. This might prommote economic growth, assufe 

greater factor and product mobility, reduce inefficiency of rcsource allo­

cation, and minimize the cost of economic growth in terms of inflation. 

Introduction
 

It is uncertain whether there exists a unique and causal relation­

ship between the rate of economic growth and the rate of change in prices.
 

Theoretical reasoning and empirical evidence,do not enab].e us to state
 

with a great degree of accuracy the causes--or the relative importance-­

of an inflationary rise in prices. 

This paper deals with the question of the relationship between economic 

growth and the price level. The format of the poper wi.ll be as follows: 

. (I) A survey of the important studies in the field of the relationship 

between economic growth and the price level; (2) discussion and evaluation 

of three interpretations of the causes of inflation, namely, the "monetary 

fundamentalists", the "structural fundamentalists", and the "behaviorists"; 

. would like to thank I-r. P,A.V.B. Swamy of rhe Department of Economics, 
University of Wisconsin, for the help he rendered wie in analyzing the data. 
I am also graitefill. to Professors P.T. Ellsvorth, 1everett D. Hawkins, and 
Theodoze Xi;rgan, Dx7. Seiji N1aya and Ir. Jocl 1l'cClielan for their useful 
conmeivs on an earlier draft o. this paper, 



(3) Iaalys~iis of da',:a between 52 zu-;d ].,62 in rt .i: c.n to the bh:avior of 

prices in some Asi.an d (1 

I. A - (!Tf ..S
 

t if; g n J1.1 .0 I 
 - :-y;- c.... of 

:C'.Otl[ c g:owRh, 'Yc thc.re no c'nP].u ngt is i-\Tv p :l.). evidcnn(c aupt rt 


this view. '"'Rpi.d gowth
econo-ic &1-.0 at d;.fferent t: me; beetn assoH'iatr.d 

with risiing, eon.,tant, snd falling :rie levels, ju.ft as lriodlsf s.ow
 

growth, or indeed, of no giowt:h, have been marked by every manu .r of
 

.price behavior." 1 "It is thus a question of Progress versus Stbillty,
 

says Kaldor, but he also 
observes that "indeed the development of trade
 

cycle theories.. .has proved to be iriiuicnl to the idea that cycle and
 

dynamic growth are inherently connected anral.yticat ly."'2 "There is no 

clear international evidence that countr:ics with stable prices grow fast 

and that those with inflation grow more slowly. Sonme theorists would 

hold tha reverse view, but there are few data that clearly support these 

opposite notions. ,3 The heterogeneity of experience may be gauged from 

the following studies.
 

A. The Less Developed Countries (LDC' ). 

(1) From a study made by UTun Wai of 31 less' developed countries in 

Latin America, the Middle East, and Asia and the Far East (938-54), 4 

lOtto Eckstein, "Staff Rcport on Eployment. G-owth, and Price Level...," 
Joint Economic Comrmittee, U.S. Congres.s (lashington, 1959), p.11. 

2Nicholas Kaldor, EssaYs on Economic Stability and Growth (London, 

1960), p.118.
 

3 Lawrence R. Klein and Ronald G. Bodkin, et.al., "Eumpirical Aspects of 
the Trade-Offs -
Atmong Three Goals: I'.igh Level Price Stability,
and Fconomic Growth," TnflA:i nn rw:h ;:nd ]ploy:m'Lne.it, in The Commission 
on Money and Credit (Prenuice.-i-all, 1964), p,403. 
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te general Co0CJusiso en gcd fo" 0th,.0the 3.UC; the findings proved to 

be inconcluo;ive in goncial; but fio: .ost:of the iinall number of individual 

countries for willich the oivii.alle statif;tics "over periods in which the 

•rat(s of pic - I rea c differ .'iigvfiilt-y the evidence sugges ts that 

OTru,,th higherthe rate of was ,7h1C.1 the rate of inflat:.f.on was :o.,er'' (.;C:e 

App(!ridix £; 

(2) The Unite:d Nat..n's cata for Latin Aevrica (1946-55) (see Appeud-ix 

Table 2), shows that whereas prices rose only about 3 percent per annum in 

Venezuela, they rose over 20 percent per annum in Peru and Brazil, though 

the rates of gzowth of real income per head were roughly the same in the 

two cases. On the other hand, the rate of inflation was particularly high 

in those countries---Argentina, Chile, and Paraguay--in which growth was 

very slow, and moderate rates of inflation of 3 to 5 percent per annum 

generally seemed to go vith moderate rates of growth. 

(3)After analyziiig the statistical data for relatively long periods
 

for the Latin American countries (1945-59), Benjamin Higgins concludes:
 

"the Latin Anerican data provide examples of every conceivable combination:
 

monetary stability with high rates of growth; monetary stability with
 

stagnation; inflation with rapid growth, and inflation with stagnation." 6 

B. The Devc.oped Countries 

(1) Rattan B3hatia concluded from his study of five DC's that no 

4U Tun Wai, "A Relation Between Inflation and Economic Development: 
A Statistical Inductive Study", Internatiop.al Monetary Fund Staff Papers., 
Vol. V1i (1959-60), pp.302-17. 

!Lbid., p.302. 
6Benjamin Higgins, "Financing Accele ;atcd Growth," in Government Finance 

and Economic Develome(rnt (Paris: OCD, 1965). p 2]. 

http:Internatiop.al
http:inflat:.f.on


sys t:einati reC tionu. e. p i., c'c' :; ; g an..v n( ' r ,:to : o f ~ticis2& ~p bc t\: : . ; r o w t h e y i ,st cd ; 

that "the :'f an'/,m.)hi.,has .e -1 'Ld 0.o: country to country. The 

rates of grouwth x.'e(re i v\,c;])y re la±Ld to the :,rite of change io pri.ce,; in 

J,..,,: ,,.n a%d (;i,:Aa te th;,o tenced to inoc. 

t:ogcot1.cvr, lIA(IVC,). in tlh,- y)u]t i,::,::t c::es , ccrc .ouffici t~Ii.t \,.ere 

low, so that no :oniclu'so; alou t the "';laton alhout, the r.te of pr.'.c,, 

change can bc crz.o fro-I V1i '-*atz-t1-.(-i datnia c:m.;ned here . '' The results 

pertain to a long purioO (1860-1.930)) but the short period results are 

little difforcnt: the rate of growth \as inversc.ly relat-ed to the 

rate of price change in Gcriiany and T]ap:n. In Sw eden and Canada, higher 

rates of price change were accompanied by higher rates of growth. In the 

U.K., contrary to what was found fo;: the long periods, there was a positive 

7clationship betveen the rate of price change and the rate of growth. At 

the 5 percent level of sigjnificance, the r was significant only for Ger,,any; 

for each of the other four countries it was too small to justify any 

firm conclusion.
 

7 Rattan Bhatia, "Inflation, Deflation, and Economic Development," I_ 
Staff Paers, Vol. VIII ().960-6.), pp..0)-104. Bhatia fitted a linear 
equation relating rate of growth (Y) to the rate of price change (X) for 
each country separately and caine out: with the foll.owig results: 

Country No. of Regression Equation Correlation 
Observation!, Coefficient (r) 

U.K. 5 Y 2.32 0.20 X - 0.47 
Germany 3 Y 3.75 - 0.64 X - 0.75
 
Sweden 4 2.89 + 0.42 X
Y 0.96
 
Canada 3 Y 4.19 + 0.45 X 0.85
 
Japan 5 Y 4.67 - 0.12 X - 0.95
 

No standard errors are given.
 

http:inversc.ly


(2) Loug. t:crr (%ita fo) ie C UIs. '.t UK., further .",;utntiatC 

the lack of a sy:stemut:ic 2-clationship b.i:en g;-:oth rate and rate of 

ch;.Ligc 2.;, prL e..;: (;ee Apper, di:- Tabl-. 3), 

in 0-th. . dirin; g th.: tlhree* .c .,, ,,' (183'1..93, 1904'-13 mil1 1944-53) 

in which thc zxcrcgn; .... c", \.eJ e a\r . indent:ical, the price 

level. ::oved erratically, Ili the fi-.:t dcctIe it declined )y 2 percent per 

annum; in the :cond it ir'r:eased by 2 percent pe-r annua-w; and in the third 

it rose by 9 p'erce!it per annu:n. 

:In the U.'.) a fall in output during the decade 1915-24 of iiu!zrly 

. percent coincided wich an increase in prices by 106 percent, whereas 

during 1925.-34, prices fell by 17 percent at a time when output increased 

by 21 percent.
 

(3) In hearings before the Joint Comittee on Employment, Growth, 

and Price Level, tbc late Professor Sumnar Slichter presented evidence 

regarding "the increase in the consumer price levels and the increase in 

real product per capit-a in 15 countries." His thesis was that a sustained 

"slow rise in price level (creeping inflation) is an inescapable cost of 

the maximum rate of growth." ' 8 Yet he characterized as "a widely dissemi.nated 

bit of nonsense" the statmient that "creeping inflation=is .;aid incvitably 

to become a gallop." 9 He was of the view that m;.hether or not creeping 

inflation becomes a gallop rests in the last analysis with the mou.::Lary 

authorities. (See Appendix Table 4.) 

8 Hearings, Joint Cormittce on E,,pjlovment Growth, and Price-Levels, 
86th Congress; 1st. Session, Part 1, p.11.
 

9 bid, p. 12. 



C. AU.C : :e 

The t:onger, categori;cal vilable r:;tat;cn:ega :ding a. systemnatic 

relations~hip betvceu tho rr.scv'.I:h 0te1. 1--fI;Li.-)n the one niade by 

Doryrince of the Th t i Mouetv.ac: . "Ar,, c:wI. ij atiton tie.c2'tirid of 

av a 1 ti to , ,Cff.c. :: .tI on coInpar . ivela)le d.C1, t1: ic! retcog j, t1 of C C 

rtes of p c'gre: ;' 1 ti)ut reclc:nt :zperie ce( supportshehho~ "indicat:: 

the. view that, lhbile a declining price .evcl inhibits growth, and vlhile 

relatively slowly rising pricos, particular=ly in the wealthicr counterics, 

may have a stimulating effcct., beyond a ce.rtainirate. rising priccf 

discourage econoaic develop tnt, and rapid inflation seriously inhibits 

growth." 10 

Dorrance offers what he calls the "family of profiles of inflation,"1 1 

one each for evewy country, varying vith its level of wealth. 11e also 

emphasizes the role of "price flexibility," cs provided by a mild rise ii, 

1 2 
prices in a growing ecouomy, for bringing about desired structural change. 

There is, according to Dorrance, "an inverse relation between the relative
 

price flexibility and the acceptability of inflation in any economy,"
 

and this, he suggests, depends upon the "traditionality of (the)price
 

structure." Thus, if the traditional price structure is flexible, upward
 

10Graeme S. Dorrance, "Inflation tad Growth, the Statistical Evidence," 
Document of VVIctary1ay 1965, 1. seeInter national nid., 26, p. Also, 
his "The Effect oif lnflation on Econouiic Development," in Inflation aid 
Growth in Latin AImrica (Richaz-d D. Irwin, 1964), pp.37-88. 

Ibid., p.6. 

12Ibid., p.3.
 

http:Mouetv.ac


and downwad, as. in lel dveleped aount. uhhe bave not veryc , :h:[ch 

strong t I ,-r, ouc o r"iA'o
-- u fnionls, in, r -wjr: ortS*, Ar, 

aucj:, for c').j ,t, nd 
other n :oducts, til a:cep i: bc ri::, of inflation tcrdl; to.ate he v!I:y

c C Jio C., 1e.(tthe l~r ('c~VC:ccd f::Cfl'.! S \,'ich hanve ,'t. 1~ :i.l: C,:. un'io1S 

complex paroduet:;.veJttc:-Ifl, ctnd lieicie negligibie price f:.c;:ibi ):y
 
Cousequently, ''it 
 fci~o; that price .tability ,..111 appro-.zmiat:e tHe
 
optimutn 
 lewvr,. of inf]otioi' in ver:y poo: count.rie,, witJh ri4.ing 'optim':m 
levels r.."progress is achievcd," His conclusion is that the "countries
 
with .verage irscome 
 levCe!:; maiutainig x:elatively stable monetary conim11tions 

,ybe expected to achieve the highcs.t ofleve1 economic progress. The
 
problems facing both 
poorer and more .wezthycountries will make it less
 
likuly that they will be 
 able to achleve the ratet,, of progress attained by 
the 'average' countrje,* However, the progress actually achieved by any
 
count-y 
will be strongly infl.,er,.zed by its financial policies. Both
 
moneta:ry stagnation nnd undue 
 inflation will tolead lower levels of 
achievement: relatively stable prices will be consistent with the highest 

levels of progress. ,13 

In surmnary, neither on the basis of the time series data, nor on the 
basis of the cross-section data can we say that economic growth and 
price level changes are uniqu, ly related. Furthermore, whtever general­
izations are actually made must ret on dertain very strong assumptions
 
relating to institutional factors. 
 In fact, both price increases and real 
output increases can hand handgo in and carn change together as a result 

of covmmon causes. 

131Ibid., p.11.
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'.TI" i , n; l i :i.t:y :tbc'utL I' ,: Cn::u . f ;f li j ,u,-1 . :t.!c.cn ary 

'i!:;C i p cc- Tt. :i.; po";!;Jbl( ,I ZC.,, .. ,, tO rou'tp o' .c view 

A. 'T": -;,-.r: :.,.n, : .i bts tlwL " f s 1c i-ve a st ah)ic price level
 

and a stab.e ezcli.ange rate a0- necessar:y conditions for grouth; 
 and that
 

the .uthorities should keep the udget: balanced and .oG, avoid a b."g
 

credit expansion, and maintain a freely converTibi!h currency at: a single 

and stead), rate toof exchange, giving the price system an opportunity 

wo :t. 

B. The structural fud,.. .ntalis;ts, on the other: hand, believe that 

an upward rise in price- is a necessa;:y c.ncomitant of economic growth-­

a side effect which cannot be eliminated except by reducing over-all growth 

to the rate of expansion taking place in the bottleneck sectors. "Structural
 

problems show up particularly in two interrelated problems, first, the
 

balance of payments deficit, and second, the problem of inflation.' 4 The 

three major structural changes which may cause difficulty are, according 

to Chenery, (1) the response of agriculture, (2) the response of the 

export sector, and (3) the interdependence among the various branches of 

industry and between industry and overhead facilities. Hence, "'the main 

structural problem arises due to the inability of the market to transmit 

14Guido di Tella, Inflantion---and ro-'l:hin------Amer edited by 

Werner Baer and Isaac Kerstenetzky (ichard D. Irwin, 1964, p. 4 3 1 . 



tlw right ,;ingills tc. produccr,, and in th;Ai:r adequa-y in bringing, .-bout 

t:ie '7ry large c1,s 171.h1ch wuld be required particur,.riy in zhz cases 

do z! as ...The (ut:ionwhae.r c:porrs tic)d rot::.3* rpid1.y GNP qalyt-ical 

is to idccit.f, for the policy Iaakcr the arcs in ,hien the aareCt may 

not wort properly, so that he can be prepared to t:akeo ,.ch ,.'ps r; .-,re 

'rneC.eaLrjy to com, jsat,:' for the deficienci-,s of the rn.:a'ket, 

C. 111e be-vic:s believe that there is noti-izig inherently iri­

copatible about growth and price stability, ,ond that the crux of the pro­

blem lies in the. distributive shares of various income groups. "Our findings 

to the Cffect," maintains Pombac:h, "that economic growth need not: necessarily 

be accoimpanied by a continual rise in the general price level even in 

the presence of a permanent investment-saving gap seems to us to be of 

scme interest also to underdeveloped countries... (and) vith any particular 

income policy and propensity to save of private households and any 

particular government budget policy there is a unique rate of investment,
 

and hence real rate of growth, which permits economic expansion at stable
 

16
prices. 


Furthermore, the behaviorists believe that the monetary authority is 

part of a tri-lateral monopoly with labor and management, all of whom can 

17
 
exert independent power in the macro-market place. Hicks, following 

151olls Chenery, Inflation and Growth,..., o._S cit., p.437. 

16In "Price, Growth and Distribution", International Economic Associ­

ation Papers, No. 10, pp.24-42. 

1 7 M.W. Reder, "The Theoretical Problems of a National Wage-Price 
Policy," Canadian Journal of Economics (February 1948), pp.46-61. 



th e.;nie ine of; thought, .:1:r ,:., thal" n,tions are no longer on golda 


st'in,1;'d but ::har o: a "- .
 tnd- .1'n the old days, IJf wagesi 

v(erpj tor) lii .1 . ' , : cnirgUo a nd : e$ Ve, 1;(de to y.c! d1 Tod ny 
if v,t r: t:oo h;hi tpl , yu y tcad5 to be - ncrea.(ed z.,id in the 

Ions Zu) , f ec ,:L:;a :y, (.'p:.'atioi ncceptc-d . 

Two: poinjAt:, JLaia111L ],:)u 

(i) :ia di;t3u(':.0 bi.tweeu I1te the-nonetary and s[tructuiral 

5--.anot In fact, if on. knew, the elasticities of 

d d supj'ly and if it were possib.e to specify in precise quantitatvc 

-ers the various economic in,,_nitudes coricernd, the separation bet\w.-vn
 

these two views will be greatly 
reduced. Al.;o, :he policy prescription
 

for mitigating structurAl disequilibriu 
 will depend upon the interpretation 

o0- its causes. For instance, if the cause is a lagging export sector, 

then the usual ermnphatnis will bh! placed on drivaluation. of currency, accom­

panied by the suggestion that budget deficits should be minimii.ed, as should 

the issue of currency. 
In such a case, therefore, the remedial measures 

of both the monetary school and the structural school eo not really differ
 

much from each other. It is true that "if deep structural problems exist,
 

global financial policies are 
clearly inappropriate." 19 
 But if budgetary
 

deficits are accepted as an outstanding "structural" cause of inflation, 

the controversy between the monetarists and the structuralists is reduced, 

at least in part, to a simp.e game of vords. And if one agree,w,ith 1. 

Arthur Lewis that in the less developcd countries, generally speaking, 

18j .R. Hicks, "Economic Foundations of Wage-Policy", Econoidc Journa3. 
(September, 1955), pp. 3 8 9-404. 

19Dudley Seers, "Irifatirin and Growth: The Heart of the Controvervy",
in Clenery, iTf]ation and .B2o:h....H.ct., p.3.01. 
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he marginal ratiu of govarrm. rec~ipL;ts to national income is below
 

the a\,erug rutio the price rise open : up a bud get deficitC, ..A c auve govern

;nent co:sts ris(e f:Astcr tMan gOvk:!unt rvenA'CUes3,20 i t . not at all 

inpV3us:.blc to rerdc btud ary;:.'defic:it an:a struecut..l cause uf inflation. 

it is this ,easui-ng that 1,ke:s Le is comidr budg a' defiv! ts as one 

of the twin causes--,the othwr K':,ag ri:M. vage ra;tes..-of spiial inf.latLon 

of any linl. Tr distinctioQ hce:.cn th1e monetry fundamentaiists and the
 

structua]. fund.iienta.ists is wore superiia],than it appears 
to be,
 

(2) There isso much interdepcndence a;ong l:hene three views that 

it is too huzardous to infer causal relationships. Emphasizing the
 

interdependence among the various views as 
the explaonation of inflation,

2]. 

Connrd observes "that the major objection is not to an analysis which
 

disntinguishes between these types of causation, but rather to 
an attempt
 

to define: any given inflationary process 
as being of one type or another.
 

This criticism usually rests upon one or more of three considerations.
 

In the first place, statistical evidence used to classify an inflationary
 

period is never wholly adequate. Often it is not even conceptually possible
 

to distinguish types of causation from statistical evidence alone. 
 Secondly,
 

in any actual situation it is virtually certain that several types of
 

causation will operate simultaneously and interdependently, Third, it is 

probably true t:hat an inflationary movoment initiated by cost-push forces 

could not: continue unless deanand is generated to sustain it," In spite 

of their interdependence, however, the varlous theories of inflation bear 

out ono point distinctly: every effort should be made to identify the causes 

of inflationary price rises, so that appropriate policY measueas may be 

prescribed. 

21joJosephe h,,W. Conard, "The Wuss and Consequences of Inflation," The 

Copmission on Non, a pdjt, oa _cit., p,14. 



): tho LDC i , ntc2:depLJ, cnceSc i.-.naa Li Of'; 
rrrc.on;; the ,,;o..ct:i.J.e'd e'i 0of Jr,f].at io....5l_,a:.
s ) nppt. atlt
 

1mcCm:5, highly :. :2:d, * o - n:r].': it~i3 :,. errzt ion 1:o
ing'2- npro c .X*­

g.i i ? th(, l..t~ -. of\p .l/1:1'0. 

l v3 v, C'J'7'!;k..7i' tho-I 

. 1,~:t... i.:ll. i<,.:Th O .... ~-" :.o::. hc ;q 'roaci ,: '.co.prc'c ri:.ivc as o.:ibI:,0''C'' ''' i.] i " f. b'a
'e"
 

The co:,cept;~; c,*p,1oycd in e::p).ain'.in, the r' :i;,o:,;on, of .4";f1at on ;hou.:1 bce 

br'oad and f ie:'..j.c, 'o:: no po;.i-ynJ. \. .iIa: .i11 ow.edgeN.i:oi:n:Jc a gain 

if 'the concepts c .:p].oyad have bcen ma;dc too 21.gi.d, too ;harp, too uniforli 

relative to the heterogene .Ity and f.uid-lty of the .ifa that thu'r are in.­

tended to :efec,.." 

iV,hve w.:(c1e Ztter,pt to expli-.ij' th !)-hiavior oi pi ices in soriezl 

Asian couftities through the rates of change in aggregate real gross national 

produtict, mioney supply, wage rate, terms of trade, zutid past prlcc behavlor, 

Since the numtber of years for w1iich the necessary data on cacb indivi-iual 

country are available is not sufficient to give us the -ecessary."dcgrde of 

freedom", we have cmployed the temporal cross-section approach. The 

countries covered are Ceylon, India, Inclonesia; Japan, Pakistan, and the 

Philippines. There are variations between countries in the nurber of years 

covered, but'all these countries have observations in all the variables. 

The period covered is 1952.-1962. All. the observations are ill pc:rcentage 

23 
terms.
 

22Simon Kuzriets, Economic Growth (Durham: Duk. Universi.ty Press, 1955), 
1p*9. 

23This particular for, relatcs the :.tc- of cian-ge of the dpende-nt var­

iable .;it:h th.-' r-.a~tecof €:b:.ga of the indepmdent vw:iables. 
Also, percentagc
changs: are pro Jimately eqal to the fi'-14: d fference, in logs. The 
coefficients, the::2fore, in.il<.ate the Ceasticities. 1.oreover, for a cross­
section s;tudy involving several coount:icsg, pe.cente clianges are a more 
desi b).e forn. 

http:Universi.ty
http:expli-.ij
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:bn our .a..ysi, "aal. income" is the gross national pro(Iuct deflated 

ot 1958 pri.c;rt, . The price s":is are the cost-of-.living series MLoncy 

supply includc L cn(y plus qulr24oncy, the former defined according to 

.! :t .i., ve vonui-,.y .''2the:" .L ion':ev.. S.n~ca],,t atzi .ics as 'j.e,, i currency 

P).us des'ad deposits , ,r) the latt:cr as including "time-deposit; and post­

offic: raving dcpo.:.t.,'' "sT:ce c:pectntion" nay be defined as the per­

centag,e c'anq', in the leve). of prices in the period befo:e the preceding 

one. Term. of trade figures are "percentcge of unit value index of exporit: 

to unit value indcx of i-mports," as defined in the International Financial 

Statistics. And finally, wage rate series are ironey wage series, There 

is a great deal of heterogeneity in the icge rate series from country to 

country. 2
 

Analvsis 

A. Our first task was to find out the correlation coefficients for
 

individual countries between the rate of change in real income and the 

rate of change in the price level. The results are given in Table 1.
 

24This way of defining the stock of money is plausible, in view of
 
a study made at the IMF by Joseph 0. Adehunle, "The Demnand for 1.1oney: An 
International Comparison," October 4, 1965 (m-.Mco). The study concludes 
with this observation: "To the extent that consideration of financial 
structurc is relevant to the definition of money, it"seems that in 
countries with relatively underdeveloped financial institutions the 
distinction between'r oney' and 'quasi-Ioney' is lest! clear-cut from the 
point of view of the holders." (p.12). 

25For instance, in India: the series represents "factory employees 
drawing up to Rs. 200/- per month," while for Indonesia it represents
"minimum wage (man. wife, and two children) per day in North Sumatra." 
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Table I 

C0FF3: I~rN;OF CO11RM.A!T1A EhENNT (IF GA)ROITi AND TlIUf: PiRI~C1:AV 

(1952-6i2) 

Ceylon -,341.
 
India 
 -.. 127 

raldoliesl -. 895 

J 122
 

.a'. Ltan 
 - .653 
The Ph::l1ppines -. 777 

2*Not much faith should be put, however, even in ri high r . 
After all, , thLIacre of who can produce hC hi,('hurt correlation is a very
-t(:iie 1one. Refer to the ooilt:oversy on "The hKJ.ative Stability of 

Monetary Velocity and the Investment:'4.uli bet:een lton Fried;ian
&n Mx:jr.e mon, on the one hand, and Albe:rt Alido and Frjiico .Nodigliori,
-nd Nichael Di ]?rano and Thomas Ne.yer, on the other, A-ierican Economic 
Review (September, 1965), ,i:. 6 93-792. 

It can be readily seen that there .. grcat deal .....e .a of ero hc.ty 

among countries, The general e: pcrience is that rising prices are 

associated with falling growth rates. No causal relationship, however, is 

attributed to occur between the two. 

B - The model used for analyzing the temporal cross-section data (refer 

to Appendix Table 5) is the folloving: 

t 1.- t't- t o.-2 
. "v ,-2 .-100) + 10
 

P 
 1 \ -2 .. 0 

+ B3 FI t- t -2 -3).100 j 

+ B ( . tI 00) + B5 - - 1 00) 

+ 2 Dummy -- 3Dumny + 4 Dwitay + 5 Duimny + 6 Dummy
 

.1"
 



t .sthle of living tie r.-). 	at 158 prices;cost: :i..n 

t is the cost oj livig 0- ti-e t-2; 

Sis the cc,st of 'i"we 1-3; 

9~";prices;S.1;Va1. c 	 :OW 

t.-] at 1C . 'A.,T is rea c,,P C;tJ e (ni,; Ct. £.ztUu ;bLovc ) in t:isc t-% ;'it~pv.yh .listh 'e' 7~',~ 

cL trade (.:v. dr±f:.ucd a',,ve) in tino t;
T is thc term:i:: 

T is the tcr, Cf t:adc, in tinc t.. 

.i:the :onoyY,'Qe in tiw2 t;Wt 


Wt..i is the monegy.-V-agC in time t-l; 

- I$s the. price-intcr ept for rdo"es.a; 

2 Dvr::r::y is fur Li u; 

3 ])uinmy is for Cyon; 

4 Duwniy :is for thP Philippinf; 

5 Dul;my is for Jcpan; 

6 Dumiby is for P1ki.'; tan. 

The results are given in Table 2, 

Table 2 

RESULTS OF TI TE"PO]AL ,RO,SS-,SECT ION STUDY OF CWYLON, INDIA, 
INDONES A,. JAZAN, PAKISTAN, AND TIE PHILIPPINES 

(1.952-1962) 

Name of the 

Independent
Variable________ 

Coefficeent 
Standar d 

Deviation t Test 

Constant 

(Indonesia) 7.7832 2.6554 2.9310 

Real Income -0.421.68 0.092092 -4.575.: 

M:oney Supply 
(lagged one year) 0.38106 0.072986 5.220' 

rrice )>,pectations -0,034936 0.076753 

Terms of Trade -0.034344 0.051 -, -0.6733 

Money Wage 0A 7973 '1.,6477 2.0551 

2 Dummny (Indii') • -+4 2.5047 -3.299C 

3 DuIr"'" I;on) -7.7571 2.6690 -2.906/ 

-3.0498
(Philippines) 	 -7."769 2.5500 
-/J . / 

..4.23545 Dumny (Japan) .-0.O0]rA 	 2.3766 

2.5630 -2,94396 Du,,iy (Pakistan) -7.5452 
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? j?.w.)C..jj.ri ar, c: Price 

M-]' (The DurbJn- T m:ci in to.:M ]gt: o 'anIgr' ,: t:) a for auma'o- a 1 the
 
error tan;a. H*
I.: t.is the ev'ror in n t'u: r; tic, nutucorre aMt:.on occur;sh. e. W ) c , e ce u :h',c u, is a rando::t' : t.i " term. Whr the. ro's in o,,' period are rel t.cd to thu error, in previos
periods then e sav that the e"" are "out". Such a
 
are consiS~de y rducod w.he .. take c'wn e igureo
in Jinsted of theirab.oJut:e 'r;c, The va.u( LO,. obt 'ii(:d Sn our calcu).aticn S,; .il:hin

the ronge of acceptance of no uto-C'oryl..atio.,
 

It is clcar from Table 2 that: 

(1) rates of change in real GNP are inversely related to rates 

of change in current prices; (2) rates of change in money supply (laggerd 

one year) are directly relatud to rat.s of change in current prices; and 

(3) rates of change in money wages are directly related to rates of change 

in current prices. All the above relationships are statistically significant 

at the 5% level. Further, (4) whereas gains'in terms of trade are likely 

to be price-dam~pening, this re].ationsip is not significant; (5) it is 

hard to say what the future of prices be from ancourse will extrapolation 

of the behavior of prices in the past (three years); and finally, (6) 

price intercepts for Japan aud Indonesia differ from the rest of the countries 

included in this study. 

In view of (6) above, and in view of the peculiarities of the Indonesian 

data, we next tried to analyze the data by providing a ,eppratc price 

intercept for Japan, and also by seporate].y estimating the coefficients 

for Indonesia simul.taneously ,,th thQ xest, The n'ode]. basically remaius 

the ~~a,, The results are given in Table 2-A. 

http:j?.w.)C..jj


Table 2-A 

Results; of the 
Indornesia, 

le;porl CTom-.S . 
Japan,' *jakit;t-au, 

ti].oy)n 
~11, N]IJppilma 

dia, 

(1.952-62) 

NZ1.m1mof tei 
ind[ e]ped cIi 

Coefficinnt St:r1 
(" vC \. t 

rd 
1.0 n 

It Tist 

ConsL:ant: .108:26 
(Cey)( o Irndi a, .Pakistan, 
and the Phili1pp)ines ) 

Real. -­ico e .. ]9937 

loney Supply .29579 
(lagged oim year) 

Price Expecttations .. 2154 

Terms of T'v,%,de -. 01273.0 

1,.225 

.1074.9, 

.1.1466 

.13010 

.051554 

•096453 

2. "'96 

.93421 

-. 24653 

Mey Wage 

1 DuniMy
(Ind one si a ) 

18815 

-1.2263 

.19588 

7.3857 

.96312 

- .1.6604 

5 Durrmy 
(Japan) 

-1.7890 2.1404 83580 

Indonesia 
Income 

-- Real .060808 .41329 .1471.3 

Indonesia--Terms 
of Trade 

-.47138 .36910 -1..2750 

Indonesia--.oney 
Wage 

.23819 .38292 -. 62204 

Indonesia--loney 
Supply (lagged one 

year) 

.43099 .33433 1,2>" 

Dependent Varicb.e: 
Degrees of Fre:dopt:

1 
DWT: 

Price 
35 
.9013 
1.857 

When we icolate the indone.ian case, ,e get greater incight into the 

problem of price behavior. The - ,-ficant relationublp bet:ween changes 
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in xcal GNIQ and current )ticUs 1s much ie,, ,ih:-p (Jndued, IL ; u. 

i,,'Jiy dorn..iu1). Wagc rate change.' , no 1ong.,: ,.., -. ty ..unrc2,:tec 

with,uag,; in p', ices, T Cmof Lrad-e fuI1:cr: !ose t1heir edge., On) y 

1'101 >'P ,1k ill (].''[w".J . i' ) c 'L.tIcztif: O 1.,c.. c.&\i']y' lil.;:l .Oyc r 

ch auge' 1 co:('(sF7ui i: :o n9 f 'rm ~curre~nt * cr,;ra, t'ts. obs;cr', t artm: 

i,.!0. fok" thce g. 0.i teut t:iOmoe.ian t.ec£o ,La+ t:uK~t t r:.lP*T 2:',.S 

ug,auts that: in thc pruvicus ca.e (wi'r.n -, pooec.d .ndonvJ.a vith the rest 

a Ld the .or the theestimatcd co+.ffic'erlu "il countrjes to~ethar), 

)hiour.,;i 'Cn ,AS Wighted rur*: heavily th andatiw' th! rcsi:. 

IIeLt, we eliinatcd the Indones;ian data, hept the model in tact, and 

cstir.uatcd the coefficients, The reisults ire giwn in Tablu 2-BS, 

Table 2-.B 

Resu.ts of the Tel:,poral. Cror s..Soctl n S t:i;y Ceylon, 
India, Japan, ]!akistn, and t Pehi.i pI , 

(1952-62) 

Name of the Coefficient Standard 't' Test 
Independent Deviation 
Variable 

Constant 1.3430 1.5721 .85428
 

(Pakistnn)
 

Real Income -.14525 .10052 -1.4450
 

Money Supply .30991 .10429 2.97)5
 
(Iagged one year)
 

Price Expcctations .281.03. .1.33.1.7 2. :.
 

Terms of Trade -.006424 .046619
 

Money Wage .082756 .18709 .4L233
 

2 Dummy (India) -1.3112 1.5883 -.82554
 

3 Dunmy (Ceylon) -1 .9765 1.6402 -1.205.
 

4 Dummy (Philippinc!s) -".6834 1.71.32 -1.5663
 

5 I>viimy (Japan) -3.5237 2.1575 -1.63).7
 

l(:
Dc:pcndc't: 'Variab Price
 
Deg'.._,s of Frcedo,:n: 31 

J),,,: 2.1.96
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Table 2-- atrcnthnc th Jin g in 2-A. WTereus tuf. income, terus 

of,. x:'d \.,arate ;, 1o11i f still further,sgnificance only 

,,,n ,ly i c.,;u:,d ,.. Dis . :ance ( for the;py ( on ,,ifi oever, 

fi;::t p:. ...;c e-p~ct--,~o /,,co;' .; , j.-ufi 2cant \,mrizaile: e),- :; in 

l J :. L' 1-, ."iY o cx J: e s , s g Oests i.11 h: ;;o's (AIh j. " re,11.Pp; 'fhi .J th at., 

1 :1 gount J.C..t.tIt- I,c uJ: (If . c s i a good pro Iy fo - cx0,:-;7,C 

tlhe .~av:.or: o,: prMices in the future,. Also, the course of priccs lie 

cas c of ):ndmnia is far 11ore erratic thban it is; elsewherc among 

countries unodc ob.ecrat : , 

ile findiu ;. above intl icl:te that the !'c).ative marginal sigific ' 

of the \,ar2:.COJ.. iucludad in our re gr'e;sion J.,; f;Ce'a.sitive to the nature 

of the dataL. The latter diffe-:s fro country to country. This is so 

)CCause th t10 Veuironviznt of count:rics differers according to,: the 

policies bcAinfollowed by thora--the monetary policy, the fiscal policy, 

and the comwne.cfa. policy, the attitudes of the labor unions, etc. 

The effect of changes in terms of trade, for instance, will vary
 

according to (1) the ratio of foreign trade to the gross national product; 

(2) the clasticity of demand for the cxports (and imports) of tb, ountry; 

(3) the pattern of utilization of the gains from the terms of t) e, which 

would d.epend upon (a) the marginal tax rate, and (b) the direc.'- 1n 

NyhiJch the di'sposable inco-me (inade possibl.e by such gains) is 

The effect of a rise in roney wages will depend i.. .,c,:.'. a 

change precedes or succeeds a correspon"., , .ni. marginal p-i:oductivity 

of labor. ln either case* ' - it inflationary. On the other hand, if 

such a cowplw:. ,A.,egards changes marginal. productivityricue ." the in 

of labor .ght be inflationar-y. In the case of Indonesia, for exarple, 

not hard to infcr that th , Lar";inal productivity of ].obor Is actlally 
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fallig boauise ofi \whrI BIwhXing calls "Jo ifuT, ,26 A rLse in the 

total money wage bill, acOM i c, by a fai.lng 1Pa.gInJji productivity of 

].hor, in. a good SuO.] ior the inf1.at-lavion ,y.'........
 

" 
The rate and (L..'c.ion . c i,e ;,,-cr " :Q.it.ptin2Anpa t .ill.u:piain 

th:: coujtt. - :l.u fr.t cMreo it ,: nnt,,C; ... nc:l, )y thn olationshc' ,i mo. crucial 

less ,,tp h TIe.:
variable, ic2 muc or,_" . *..::c w'.,table tMoe r-lotonship,; 

the more prearious the orcaI.stfore Q . . that fol Indonesia 

forects of price belavior are harde: to M.w-, than for other countriW 27
 

_" Oug ly .ho'.S 


Iv
 

Concluniin 

. GeneralJ. Observa[tions 

The analysis has given us name insight i.to the phcnomcnon of price­

cinge. V 1C found Ahnt t:h.:. is cod rable y 

among countries, and that the ,gnitudas o the coeff:icients are sensitive 

to the specification of the model. No single-variable approach to an 

explanation of the behovior of prices is sufficient, Thus, whereas money 

supply is a very significant variable for some countries in explaining 

the course of prices, in others it is less so, Whereas gains in the terms 

of trade do exert a down ward pressure on prices in certain countries, in 

26 Everett D. :kins, "Job Inflation in .neonesia," University of 

Wisconsin, &,d.ison(mimeo), jL:.'irtn incs the tendencydcfMS "job inflAtion" as 
toward",.,securing ani extra job or ... sevc..al additioala jobs" as a method 
... of raising additional money income" (p.2),. 

27Professor Hawkins tells me that during the period covered in this 
study, two factors li.ght have ben revpon2sib]le for the erratic movement 
of prices: (1) the rebellion :. 1958, and (2) i.he dcmonataination of the 
Indonesian currency in August', 109. 
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otLhe:s they do so less. Wer.as a risc in money .- gos tends to be price­

stiulating, it is more txuc in ce..rtain count:ies. It is pos,*sible to 

say 2roadly \,aht t: the curse of prices will be in certain countrics by 

e.:tr apo]. at9.g froM the past behavior Af prices, while in others vhl s 

approach in too hazo:cous. 

It is Apo':tant to bear in mind that in ])C 's the:e is so much inter­

connection between the so-called "monetary" and "structural" variab'les, 

that Js i.s rush to give the credit of el.aining price behavior or the 

discredit oA generating price inflation to either one or the other. 

pointed out above, the monetary causes of inf)ation may themselves be an 

effect of structural cau ;cs. The former, similarly, may aggravate the 

latter. No clear-cut dichotomy should be made or even anticipated between 

these two sets of factors. Particular.y when me take accoumt of the 

"behavioral" causes affecting both the "monetary" and the "structural" 

variables, the situation becomes too complex to be put in a simple cause­

effect form. 

Despite these insights (or, perhaps because of them), there is every 

reason to be skeptical. Mien we add to the difficulty of conceptu 

definitions 2 8 of the varialbes used in explaining certain phenomear 

the difficulty of precise measurement of data, our skepticism gro. Yet 

all important ecoromic problems (if there are any unimportant eeo .. c 

2 8For instance, the assumptions that a. ... ust make about the behavior-­
both cyclical and secular--of the velo,'" of circulation of money; or, 
the assumptions about the number ar ,' "e relttive magnitude of the con­
stituents of the "liquidity" of .,- economy; or, the alternative definitio-, 
-- in terms of stock anO :-.r* resources, human and non..human, cgj:eg:.t 
and per capita-.-of c:ra', ,c growth; and so on. 
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problems!;'.) such as i:l.ation have t~o bu met uquaecly. An explanation 

of the pheloiamenon of inlati.ou wutt be prov:.dcd and ihe ident fic;ton of 

the MEMJanato=y v'ri.,:s man, 3.t.I is equlJy import:ant to lay out 

procedures ir preclsc,.ly CMtIit..g t . zKJV: rth'.,O-agnitude. but ii 
view of t.rowndus nV. n'u (uVun nolg the LDf's)the hc2tcrogvnvity Cties 

which a:e often ronigly coiride.cd to belong to a nao;ilithic group), it 

is necessary to provid& for us much vr'itui, ;ad f.exibility in our 

procadur,, as po sible. N~o t'.o councries are identical, ust an no two 

situntoms ar.e, An.d hei cc no ri ,gle expla nation of inflation is adequate 

for all countr:.s and for all tuations$ "In our7 modern, highly com­

plical ad ccoromic oun.d.r saa-.d ,Al¢vinl an, "m'weare contirnl..y in danger. 

It is not easy to kc-p the syst:a in balance. That involves not only 

fiscal and monetary con'rols, but O]:r wage and price po.icy, control of
 

monopoly, rc.,otioan of high productivity, technical progress, and, above 

all, social unity and cohesivnes. Stability, maximum production, and
 

full cm:ployment are not easily achievecd goals. We are perhaps out of the
 

29

kindcrgartcn, but we have a long way to go, 

To have economic growth without inflation we need a composite policy. 

TAu thor I..V:N particula.ly, where precise estimation of the relative 

.,",f Qwv:;of the relevant var:iables of the phenomenon of inflation is not 

pussil)e, tie need for certa:i.n rules of thumb becomes imperative. For 

that matter, even in the DO'W, governments do fo.low the -....aied "guide­

lines" of policy. Perhaps in the latter case r-' - guidelines are iiore 

sc'ieuv'if'ically dct,2rnined, because '-v- eadily available data of an 

29Alvin M" -, xconomiccdook .il}np)lic. and" ....... ':cGrw- 111].1 
Company i,.-, 1947), p.vii. 

http:particula.ly
http:coiride.cd
http:preclsc,.ly
http:inlati.ou
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integrt:ed cco=, n,In MOW, wherr a substantial chunk of the economiy 

is non..one ti.ed ancd suc", :; l Lrucl:urI. bo0:1.enecks (for ex(nl'.e, in trans­

po"1:) reduce factor and product obi]ty, theMAis reaso'n fiu.-.e grente:,; to 

ulate, 5uCi M.,.
 uf t.hu:m,": ]ccaose of thC LMut1pl.city ol hjectivw,,,!
 

LD C' s geni' al ly 
 1appen to have. constiained maxia.Lz.tion of gyo.:'h yates
 

bcoines un,,v(,.,]dbw . Thi.; even we
is so : f cinnot cnt,.blish empiricnl.y
 

:he tbreahol- of inflat.
 orary rates of ,rowth of an economy,
 

In the YD:, there is another serious problc:m, .hich arises from
 

the l.ack of in .grLtion aid coordinaLi.o" Lmong vaJJinua 
 policJl ....-;rosctary:
 

fiscal, and com..rcia. Fur instance, whereas stringent controls 
on the
 

banki..ng sector might be c::e.cised, 
 on t he one hand, it is not in:frequent
 

to find huge budget deficits side 
by side. Simil.b:rly, the drive for
 

s?'-ifficiency of the econc.iy might 
 load the country into :rade and
 

trifi 
 policies hat are 's-cnt.ial.v fJ.ationary, Such puiicies might 

also distort the cooit structire of thec domestic economy .and hinder th 

l2ospects of earnin g the foreign cxchanue so vitally needed because of the 
imlort-.oriented investment po] icy. Another glaring instance of the lack 

of ittg.at ih of th-.e cci... is the divergence between the wage rate of 

the urban sector and t:hi, opportunity cost of labor in~therural sector, 

Even if the margir, ) productivity of rural labor is not z.ro or negative, 

the urban unge ",uemay bu far in eC:ess of the opportunity cost of ruvnlt. 

labor. This be to nmay due the lack of labor mobility, or in sp,,ite of it, 

if tlme labor-unions in the urban aresector militent and political.ly 

important. But this does w.,eaken and perhaps even explode the myth of 

cheap labor in the .lJ's, It should not be .urprisiug to find, on the 

contrary, that C0,.rabl.e categories of labor ore priced higher in some 

ok: L:h( LDC 's than iAi the D)C's, The ,Oitcnce of :pid growth rate, high 

http:political.ly
http:econc.iy


wages, and uncmIploymnt Ai hY side In -n, MY K,,icatc, OLour 

Vie\. I:it that :;e OC iJ(; ,.:"Cu no:Or." V :.' -I in ',ratc4, nor ar, th,-: ]PO:;. .;c -

\.u ]].- coo nY :od. 

M Vrtof tio:: Pvob,: MA AC .cs .p o :. M."!, be of tneir: c.'. 

1w:]-ing,4. '.he:Cir M ufctive ioa; :fi-r;oj, y:. lv!<,r.,05: M R'i. nV'c:,:-V;JU a .y;-. 

chcnnge raw Avcj., fuzJ e:connzi.,,n ;'],-q'~ i ;O: '.n¢:, thetr. exe; van]O. t~uvu'[nj ; 

u.hic'h czm cA1, 'cm: Lo foil,.,. atutaik].;n po l us-)5tAP.A. ju:ptinhun... ,bnd M­

tende~nc~y to ,N1ift the re~sponsibility to the out.viderv;(,. th,- MYt,) arc 

gret'l]y resp.noribl.e fo-: tLhe irnfl.tiwn,:ry Y,'pne:l GE ti:;r j.,%,h poi;. , 

TYhis; 1Mc~; .: , 

e00no~es, U:..; the lack of ;n;:vint.s =0d CUP!!: ud a \'cry thin lu.su u; 

in; :a-s tructme. It is no, difficulE, ho'.aver, to a;ccupt cun:.t partly, 

leabnd the 

is not to Mg t t. LhurC are Ccitairn NQ:n.,Ct- ' A. those: 

~on fus'ion ha;s been; cu,rfoonrded rod: th,.,,,:,.u:c" of rcc( o: u-J,' 

g,.cwth tum:rc~d into a Aightwo.red,:J a renHIC of t.V.:}: w'. p., KC: .'. 

One of the ways in vhich cost 5tr'uctures r'nd invootmi p~atterns could 

be rationalized is through intra-regional econoMic cooperation. With 

resulting economies of scale, richer resource ava:ilability, gr:eater fact:or 

and product rnobility, and lesser autarcky in trade and tariff puiicics, it 

shoul.d be poss;ible to minhizi;e the cost Qf ecoon.i..c pcowth in tem.i. of 

inflation. 

W.e may have jusc groduntcd frumn kindor:garn.;, to rep:hirase NA:.:. 

Hansonm, nnd w.e do have , )Ong; Wny tn go, but ti,, ACoE not M,.ur.l',,- un ,: 

the responasibility of choos:ing the belct the ma:t:llblc alternativer paths, 
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I ' - . 
.lableI 

Inflrt:ion (,. 	.. by R;::cn f Costi:. c., lt .:c in of LivJ;v',) 
and n',:,nun' D)vI oput 

Counry period RaiL:e at ' cf ]A. of: CIC 0 
In i l c Gn.,r U)S :,- W'.,,:,h C0.1"Y.A].:UiOn 


Nh'r rTtI L \,ntiu<nr: UL(:,t ,qu~rirt: 

Fiv T . _u 

Burma 	 3.950-53 - 3.1 17.9 36.7 4 .9(].953-: C',)
 

Cuylon 	 1947-51 1.5 12.2 8.6 5 .' 

.951.54 0.2 2.2 -0.5 4 ./ 

India 3948-51 1.3 2.9 1.2 6 .y !.l 

Apan 194-51 10.3i 19:1 1.7.2 4 .972 
],951..54 5.9 4.5 2.9 4 .869 

May.3a 1949-51 18.0 21.0 .,2 3 .998 
1951-53 -0.4 -9.0 -.2.0 3 .973 

FAA= 1950-53 5.3 "1.2 -3.2 4 -. 6352 
(].949 :100)
 

Philippines 	 1947-54 -1.2 6,0 39 89 8US
 

Thailand 	 1947-50 -1.3 18.6 11.7 4 .995 
1950-53 12.6 -1.0 -1.4 4 -5132 

Inflntion measured by the rate of increase in the cost of ].ivi' 
economic growth measured by the rate of increase in the notiona. it. 
by the cost of living index. 

index; 
def].ate 

2(r) is not significant at the 5 percent level, 

Sourc-- (a) :UfF internatioI:I Financial Sta,istLcs, (b) UN ! 

of Nationl income zid E:penditure (Statis..,tc].Ar'pers, ,CariesH), 
Monthly Bull.tin of Stati' tics, (d) UN Statstical Yearbook, (e) U: 
of Intcrnauiona' Trade Statistics, (f) UN Economic Survey r" '1.j, . 

U.' 
arbook 

"a 
Af 

East, (g) Economic Developments in the Middle East. ' .."entral .tatistica] 
and Economic Department of Burma: Quarter!; A....Statistics, (i) Certral 
Z-.. of Ceylon: Bulletin. 

....'~*,~: f:ui U Tun Wails .td y "A RelNtion Betwecn Infltion CA Econcv::2. 
GL.owth.A Statistical Inductive Study," IMF Saff Poc. Vol, VII ((kzt Olber 
1.959), pp.302-310. 
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Appendix 
abile 2 

Econ -rC ro t:h mnd 'rn :..i )t ",ontin .iverI-,-t 39/,.':6-55 

Inena.zc in real Rise. in CoCt of 
Product pu,: Gapit Living 

, 7 -32! 

Argentina 0o5 44 

Brazi 4.0 28 

Chile 0.5 120 

Colombia 3.5 13 

Cuba 2.8 Prices fe.ll 

Dominican Republic 3.5 1 

Ecuador 2.8 3 

Cuatamjal 2.3 4 

Uondura: 2.0 5 

lI.c,,o 2.3 10
 

Paraguay 1.5 120
 

Peru 4.1 22
 

Venezuela 4.0 3
 

sour2:c~c.!- 1; St~a tica! Ycarbook, 1.957; UN StaV-.ticr of lratiotll 

Income and Ey'lcIvl i:vn:c (StaLi;tical Papers, Series H, No. 9), UN IEconomic
 
Surve~ of! ].,or:in jr;:ricn.
 

http:Inena.zc


l'. 

lhrit'cr1 , "," q: 

IC.S 91 

1 84.-1% 

190oil1 

).914- 23 

15 26,-33 

3.944-53 

5 11. V, 

45.2 

50,6 

29.0 

29.2..... 

26.0 

!.4.O 

-16.0 

-7. I 

20.7 

64.0 

-7.1 

84.8 

.835-9, . 

i905"-14 
1915- 24 

1925-.34 

1935-44 

1945-54 

37.6 

29,.2 

16.5 
-,.8 

21.1 

30.2 

22.7 

-15.0 

-. 9 

9.6 
106.0 

-3.6.6 

17.1 

51.3 

1.959, 
Soluce: 
p.12. 

U.S. Congress, Joint Econoraic Com- ittee, Dearings. Wathington, 
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A.':.penudi>: 

'Table 4 

increase in Con-tir.r Prjic( leve.U3 in Rea3. Production 

?ercet: Percent Percent
 
Increase Average Increase Average Increase. Ave(- ;i 
in Rc:I Annual in 1'eaJ Annual in Consui;1er Annua. 
Producr Increase Product Incrca;e Price 11dex liIC) jea.ir 
Per Capita 1948.-56 Per Capi.ta 1.948.-57 1948-57 19t48-5 7
).94P,-506 - - 1.948-.57 

Austria 93.9 11.7 106.1 1.118 124.0 
 13.8
 

Germany 53,8* 9.0 60.0**k 8.6 14.0 
 1.6
 

France 47.4 5.9 30.1"* 4.3 76.7 
 8.5
 

Italy 32,6* 5.4 41.9W' ** 6.0 27.9 3.1
 

Spain 34.5** 4.9 34.5*4' 4.9 55.7 6.2 

Finland 31.4** 4.5 33.7 3.7 87.5 9.7 

Netherlands 20.2* 3.4 39.3" 4.4 46.2 5.1 

Belgium 2 3 . 0, 3.3 20.4,nf 2.9 12.6 1.4 

U.K. 22.7 2.8 25.0 2.8 50.6 
 5.6
 

Canada 20.7 2.6 18.8 2.1 
 26.2 2.9
 

Sweden 14.6" 2.4 18.6*,',? 2.7 46.8 5.2
 

United States 18.4 2.3 19.8 2.2 16.7 1.9
 

Switzerland 16.3** 2.3 30.0 3.3 9.4 1.0
 

Norway 12.6* 2.1 15.8*1-* 2.3 51.4 5.7
 

Denmark 16.1 2.0 21.8 
 2.4 43.2 4.8
 

Irc,.and 8.6* 1.4 12.9*** 1.8 41.8 4.6
 

• 1950-1956
 
* .948-1955 

•*; .950-1957
 

Source: United Nations, tearbook, 1957 and 1958.
 

Not:c. This table has been re.produced from Arthur 1. ... , "Inflation: 
Some Lessons of Recent Experience," American Econ- L. 'jocatio_Pzaers & 
Proceeding%,, May, 1960, p.211. The table ir y' fication of Professor 
Slichter's table. 

http:1.948-.57
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App 
Tablo 5 

J~ide.>~bc:~in Yoe~:~ T~n 
(19.58 100) 

1955Q"J", . 1 0 Mr: 2 .-

1955 
1.956 44.7 

.0.6 
12.8 

9.5 
11 . 

X1akis 1:au 1957 
1958 
.....-
1960 
19 r1. 

9.0 
3.1. 

-3.0 
6.2 
1.9 

-1.9 
-3.9 
15.0 
1.7 
6.8 

1.3,9 
5,5
5.3 
8,0 
7.4 

Japa 

1956 
1957 
.958 
1959 
1960 
1961. 
19062 

1.1 
3.1 
1.0 
1.0 
4.0 
5.7 
6.3 

1.2,2 
8.7 
.0 

15.0 . 

13.0 
13.9 
6.8 

20.0 
21.7 
15.1 
190 
21.0 
22.3 
22.3 

Philip-
pines 

.!53 
1954 
195 5 
19,56 
1.957 
1958 
1959 
1960 
1961 

-3.1 
-L.1 
-1.1 
2.2 
2.1 
3.1 

-1.0 
4.0 
1.9 

11,4 
3.8 
8.6 
5.7 
3.2 
4.2 
7.0 
3.7 
4.5 

3.3 
4.8 
3.8 

10.5 
12.2 
10.8 
8.7 

10.0 
6.4 

Ceylon 

1953 
1954 
1955 
1.956 
1957 
1958 
1959 
1960 
1.961 
1962 

2.1 
-1.1 
.0 

-1,1 
3.1 
2.0 
.0 

-1.0 
1.0 
1.0 

-1.2 
7.0 

13.0 
.4.8 
-4.1 
5.3 
810 
3.7 
.9 

2.7 

-5.0 
-6,6 
14.1 
11.1 
7.8 
-3.1 
6.4 

10.0 
6.4 
4.3 

India 

1953 
1954 
1955 
1956 
1957 

3 .59 
1960 

2,2 
-4.4 
-5.8 
9.8 
5.5 

.".-1,0 
1.9 

3.4 
-4.4 
10.3 
4.2 

b.0 

8.8 

-1.6 
3 , 
t,. 

17.9 
5.1 
9.6 
9.9 

12.0 
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T;abJ. 5 (Ctntin:.,'d) 

1954 5.1 4.9 13 ,0 
3"i.1 -3.1 6 1 

1I1do-i1 1956Ic2.5,1 12.7!]. 3 
3.27 .0 

10,5
9.5 

195 8 U. 9 .'27.5 11.3 
3.959 26.0 ..7.0 53.8 

1955.56 -13,0-3.0 
8.7:-11.6 

3.23.1 

I'aklst n :1.957 '4.0 .,I.0 -2.0 
195A -6.0 -17.0 2.0 
3.959 
19 

.3.0 

..1.0 
-3.0 
17.5 

.0 
13,0 

3.961 -5.0 36,0 1.8 

a'6 -3.0 1.1 5.5 
).,T57 -1.0 -4.4 5.2 

Japan 
95 

2 
19,60 
196). 
1962 

2.0 
-2.0 

.0 
3.0 
3.0 

13,6(0 
6.0 

.0 
-1.0 
-1.0 

6 0 
5.0 
7.1 

10.8 

1953 2.0 28.3 2.1 
1954 4.0 -7.7 1.0 
1955 2.0 -9.2 .0 
1956 .0 .0 .0 

Philip-
pines 

1.957 
1958 
1959 

1.0 
11.0 
1.0 

-2.0 
2.0 
6.0 

.0 
3., 
2.0 

1960 -4.0 -3.8 .0 
3961 5.0 -8.9 -5.10 

1953 5.0 12.8 Il 
].954 3.0 27.2 2.2 

1955 .­3.0 3.9 4.3 
1956 .0 16,8 .0 

Ceylon .957 -1.0 5.6 1.0 
1958 4.0 6.4 2.0 
1959 -1.0 2.0 .0 
1960 .0 .0 -1.0 
1961
3.962 

-,.02.0 
7.8
4.3 

.0
1,0 
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Table 5 (Con1:nu(-d) 

1 .3 .. 4. 0 .0 ,0 
13050.1 35,6T.95.5 -6,0 "6.5 	 • 0 

o1di "1951
6"-2.0 .0 	 1.1 

1957 16,0 
 "7.9 	 3.2
 
195F -5.0 
 6,4 	 2,2


1959 .0 CIO 3,0
.960 -1.0 2.8 	 6.9 

1.95%' 
 .0 	 -5,6 6.3
 
... .0 	 13.2 .3,1
1)6 29.0 
 4.7 6.2 

.-ndo.. 3957 -21.0 -11.2 	 .0 
1,ia 1958 -.i.0 -17.0 .0, 0 

159 34.0 32,0 .0 

Sour., 

1 .	 b.-, d Xat: ions, Intelnat )or.J.J. nt:-;cntry Yun'J, .. 

2. 	Unitcd Nations: Intcrnatira I.'onctary Fund, ,t 	on,1 Y -';,nciml

Statistics, December, 1964, VDI XVII, No. 12. 

3. 	 United Nations: Economic Comuaission io: Asia cnd the Far East, Ecouomnic 
Survey of Asia and the F.. East, 1964 and 1963. 

4. 	Covernment of India: Planning Courmission, .~po. ofthC tt:ue on 
Distribution of Tncome and Levels ofr. Vi-,,, v.'L I, Pcbxuai:y, 1964. 

5. Everctt D. Hawkins, '"Job Inflation . in Indonesia." (mimino), T.e I. 


