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“... The sad fact is that few in Washington pay the slightest attention to
neo-classical or intertemporal ideas. Paul’s simple Keynesianism has dominated
policy analysis for decades and continues to do so. From the CEA to the Fed to the
OMB and CBO, everyone just adds up consumer, investment and government
“demand” to forecast output and uses simple Phillips curves to think about

inflation. If a failure of ideas caused bad policy, it’s Keynes’ ideas that failed.”

John H. Cochrane “How did Paul Krugman get it so Wrong?”: Cochrane’s response to
Paul Krugman’s New York Times Magazine article “How did Economics get it so wrong?”
X0, 2009 FFiZENIL, L FENT-H DT, Cochrane ® WebPage /"H A4 7 m— K
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“Specialists involved in the post-socialist transition often complain that too little
heed is paid to expert considerations when decisions are taken. Economists
object that efficiency criteria are relegated, doctors that health factors are
ignored, theater managers and museum curators that cultural considerations

are not respected and so on. And they all object to that everything is being



‘overly politicized.’

There is little point in wringing one’s hands. The change of system is, above all,
a political process, so that politization of every decision is inescapable. ....

The political sphere --- even if it would like to --- could not resign its
responsibilities for the quality of the transformation. Not that it would want to,
of course. Politicians are driven simultaneously by their political philosophy and
world outlook, the interests of the groups or strata they represent, and their own
interests in wielding power (and in some cases financial interests as well). They
cannot look with indifference on any projected measure or action by the state.
Regardless of whether they are in office or opposition, they try to intervene and
influence the course of events.

This has to be accepted from the outset as a reality. Whatever change is
being made, the experts putting forward a proposal have to consider carefully its

political implications....”

Janos Kornai [2008], From Socialism to Capitalism: Eight Essays, Central European
University Press @ pp.155-156 75D 6 O T3, W LIiL., No Such Thing as a
“Non-political” Decision T,
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Economists should recognize that they have a history of proposing simple “nom-
inal anchor” prescriptions for monetary policy that have eventually proved not to
be very useful. If economists satisfy a demand for spurious technocratic solutions
to the political and institutional pathologies that generate destructive episodes of
deflation or inflation, they can do harm by diverting attention from the sources of
the problem. Such nostrums can also be harmful, usually with a delay, by failing to
work, and thereby undermining the credibility of monetary policy. A cynical view
might be that inflation targeting has become attractive less because of advances in
our discipline than because of the demand for a replacement for the gold standard,

monetarism, and exchange rate anchors.
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The Economics of Inflation: A Study of Currency

Depreciation in Post-War Germany

Constantino Bresciani-Turroni

1931 FRI2A # U TEETHAT S Av, 37 FITHERERNHE TL 2 i, 3 AR HHT72ACT, 2007 4R12
B> 2% 5 T,

PDF MlES B . 13—y TROFLLOTY (EHTHAYYO-FTEELE) . EFFEEMEICTNT
BB ERAIOFEMRELTRMVISHELLEID/IAMDLITT,

7')— FY V2 quantity theory of money D& RNOELVTHIETH, RD5IA (54 ) BRI L3I, FTPL
DEBIERIRTEET,

What is the explanation of this sudden depreciation of the German mark? The financial statistics show
that the cause was not a sudden rise in the expenditure of the State. The curve of the floating debt
(see Diagram in) shows a rise more or less uniform. Neither is there any indication of large payments
having to be made to foreigners about that time. The coincidence of the signing of the Treaty of
Versailles with the beginning of the sharp ascent of the exchange curve leads one to suppose that
there was some connection between the two phenomena. But since the financial obligations imposed
on Germany by the Treaty of Versailles could only have made their influence materially felt later, that
connection can only be explained by the existence of psychological influences. Probably the signing of
the treaty provoked a psychological crisis in certain German circles, lack of confidence in the future of
Germany dominated the German mind and was manifested—for the first time in the history of the
mark—in a “flight from the mark,” i.e. in a demand for foreign exchange. Fear of revolutionary
movements at home and the desire to avoid the heavy taxes with which the Government intended to
balance the Budget also contributed to the “flight from the mark.”
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