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The Evolvin~ Economic Consensus
Inflation
There is little doubt that, as a nation, we were relatively insensitive

to the problem of inflation in the post-

World War II period.

The 1950's and 1960's were a period of

vigorous growth and only modest price increases.
past ten years,

During the

the shock of successive oil price increases

coupled with a reluctance

to accept the implications of the

transfer of real wealth that is necessarily involved, growing
transfer payments,

an accommodative monetary policy and

other factors have produced successive waves of inflation.
Inflationary expections have become embedded.

Nevertheless,

there is now full recognition of the importance of controlling
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see it again.
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then we must also face the question

our tax policies.
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investment
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Many large companies,
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ll.
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needs and depend on current

For such companies,

of the taxation of dividends
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against equity

-- a system under which corporate

only

in favor of debt

funds paid out as interest

are deductible,

and thus are paid with pre-tax dollars,

while dividends

are not deductible,

after-tax

earnings.

favor consumption
debt

taxed at ordinary

rates

our tax system tends

over investment.

is deductible,
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while
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from savings
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minefields
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measures
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environment
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and special

interests
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that its
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And I would expect
in the 1980's

to me
of
the tax
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hospitable.
Energy

Costs and Availability

I have not discussed
shifts

the likelihood

in energy prices and availability,

or impact of future
and I do not intend

to do so today.

That is a question

so fraught with uncertainty

that forecasting

the course of future events

is a task I am
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grateful
steps

to avoid.

I think we have finally taken substantial

to put a coherent energy policy in place.

c o n s e r v a t i o n has been very impressive.

Petroleum

Our automobile

industry has undergone a major shift in product strategy.
And American habits are changing.
resources,

We have enormous coal

and I think that development of nuclear power

will resume.

The United States will be well-positioned

to

cope with the energy transition of the next 15-25 years.

In short,

I come to you as an American who is optimistic

-- about our financial markets, our political
economy.

system and our

