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Wil samanidsimumiatauudiinin  arssursidniluniseinfudi
uszuinaaferhs uaneanhudatsuataiudimunsamardungravdivey panngnoisuas
sudlausine 1 walivaemilugeaul fiAny QRPUELITNEE LANR LY EITRERERERRILRIT Sgt]
nﬂxa'i‘gmaﬁﬁu{u'tuuviazﬁ Tnagenwlszurumasigsmiiniguasialdsu@ilivaesls
1 lafinsfnsdnsiniaedygiiulamasniaisuiseasdssmanne g ludlgind apdddquns
Widmgafatlufentndufugmeanlsemea i nlosiualsema n1s¥nwaus oo
Allseme LaENTAILAUAMANTIN nsadesasttema Tulle iuiitsuisdduuaniunng
Wolasesfreiufingnn aafiiu oun s6ld nrsdossuanau unneniiud¥guradadium
ymdrglunisquas¥sdnismenlszanau (social welfare) Sviindhuiasdwyiadun
Savmzuifoeenlssoroudig userncisuismssemdlugTnhdedadueflaudees
Gross Domestic Product wusan 28% ugasd) pr. 1074-76 £ 41% Tudasd ad.
1974-76 TaunslsemAu wunin auosiuousussuafag AlEYmrnsisuiaRuBuuannda

50% 18y GDP Wudaafingn

g dEnAnTaTldvasaeaiatsuafiuiviaes Julau (transfer pay-
ments) uazfudwwmin (subsidies) srveudunisfiomiadireumiagiominionts

unatteauenaudsisursWnassduayu lulssvaAnusasusuanisiAuiugnesiuswizuia
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dszeaunanrdanmaiuilusgia

wanendmlauiiniuugl andeelun miiqursiuinn siudseor e geusae
wu asuIn A e duilunisininamdasldmauesnsdmaunin way
dnsafumaluladvivmatuds Milwizuadeddiuswpuiudwnuuin usneniiadnislds
pavigunesn1sLInIn s fnwis o 9anmInd 5.1 Seuaaeivadldsaeisutanay
fun1sine antrdundlarelssarmdindlation nsaisnsuge suimiladn uwninuay
fhadliaruddgiu 3 asdluin TragenAldsediuiveesiy 8 pdvil Wewowiu
wafiaudzny Gross Domestic Product dmiudanfussansuaus Warwudidgiuns

Anusznisensgfundlasaslseamdimdlaoy

AT 5.1

Trends in welfare provision in advanced industrial societies 1962 to 1974

Percentage of GDP at current prices

Education income Health Total welfare
maintenance

Country 1982 1974 1962 1074 1662 1974 1062 1074
Australia 2.4 3.8 4.7 4.0 2.5 5.0 0.6 12.8
Austria 2.8 4.0 14.1 15.3 2.0 3.7 10.8 23.0
Belgium 3.8 4.9 1.7 14,1 3.1 4.2 18.8 23.2
Canada 3.5 6.5 5.4 7.3 2.5 5.1 11.4 18.9
Denmark 4,0 7.0 8.5 9.9 3.7 6.5 14.2 23.4
Finland 4.8 5.6 6.7 0.9 2.5 5.5 14,0 21.0
France 2.1 3.2 1.8 12.4 3.1 5.3 17.0 20.0
Germany 2.1 3.0 1.0 12,4 2.5 5.2 18.5 20.8
Greece 1.7 2.3 6.0 7.1 1.8 2.3 0.5 1.7
Ireland 3.0 4.0 5.3 6.4 2.8 5.4 11.1 168.7
[taly a.2 4.0 7.5 10.4 2.9 5.2 13.8 16.8
Japan 3.0 2.6 2.1 2.8 1.9 3.5 7.0 8.8
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Netherlands 2.8 5.0 8.8 10.1 ‘2.8 5.1 14.2 20.1

New Zegland 2.8 4.4 7.8 8.5 3.3 4.2 13.7 15.4

Norway 4.1 4.9 5.1 9.8 2.5 5.3 1.7 20.0

Sweden 4,0 5.9 8.0 0.3 3.8 8.7 13.8 21.0

UK 3.7 4.4 4.4 7.7 3.2 4.8 12.8 18.7
"USA 3.8 5.3 5.5 7.4 1.2 3.0 10.3 15.7
OECD 3.2 4.0 7.3 9.5 2.7 4.0 13.2 18.8
average

5.2 nTruad2naena1afquislunITAus i e niniATegAEnT

Fuslusfnminanganani saduw  Adoph Wagner dudfAdummdniolu
mﬁmﬁ:ﬁﬁnﬁﬂ%gu'1auas’lﬁm'\mﬁu’hmﬂi‘gmanmuﬁa‘ﬁ'umn dinvendszoroudaiudian
A1y gunasunent s RRAuALRELENNT arudsenstanl s ouRuiiluasfinmia wee
AU ranlss oA Dandudnasiuaadin income-elastic Peacock and Wise-
man hsinAnsmaainsawindlafaniuussiaae nadiutureveldduene¥aung
ﬁvnqwu%nﬁwwiﬂmuﬁmsmﬁ 19 qunsediedl 155 u.maﬂj'i'm"ﬂiv'mnm’a‘gmmﬁufﬂﬂu
nsgn uwsuiudwidli Gross domestic product wuiu Tugaeaspsnilaniesante
g eiurneisuaiuiuadanuie defluuerss displacement effect uvir:avié’ﬂ
ensenrwlangwsy Mmalddrueadizuaidlaanse mizsunafnauaeduiunslddwiu
§dmamuan g Alt usg Chrystal Tl Wagner's law’ Taugiéu
‘permanent-income” model Wadnseialdarasisune TnuliarudiuitAilgsie
um%‘gma’ffuﬂajﬁusm‘lﬁ Folfeuulaildaiunians ﬁ'lﬁﬁu’l.ﬁ’ﬂmm'llﬂrm'mﬁw ¥suaadnes
}‘Juwumi’lq’h‘mﬂ":\mﬁmﬂuﬂﬂuﬁﬁﬁ\:ﬁvﬁu‘lsﬂuﬂmmn swanfuafinafu permanent
income model raynsldserassunadiustiie

Gt = KY ot (5.1

Tou? Gy #n Twstorasisuis o e i

Ypt fin permanent income o vs t
k #n parameter Tt 0 < k <1
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ilaven permanent income Fusgjfiunsrnasusdlafiedldfitunnn
Alt usz Chrystal Tased expectations model 14l |
th - th - = Yt - th -1) . (s.2)
Yt @8 current income:

nrlwseitusasliivin permanent income sslfalsutinfienon
Awgfiu current income unfadrugu g 1 Widwwa current income T
vinnin permanent income #ehi permanent income hililegtussSAiviu r

189 ﬂuanmmmmnmmiﬂi’nm

fun17 (5.2) Eadlnylsiiu

Ypt = G-7) YPt+ 171 Yi (5.3)

- - - - 2/ ph g
Tuiuawdgafusunts (6.3) aunistiu g quiBenildisl

Yp't_1 = O-A)Ypty + DAY 1y | (5.3.1)
th»—g = (1 - 7\) Y pt-z + nY t-2 (5.3.2)
Ypt-n = G =7 Ypieno + 7 Yin (5.3.n)

uvnasunis (5.3.1) TuaunaT (5.3)

Yot = G=2D0G-MYptpa+ AVl « AVt (5.0)
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wuAn (5.3.2) tusuns (s.4)

Q-7 TG-2D{G- )Y pra + AVt b+AY 2 1+ AYY

—<
°
11

G-V G-DR2Y ptg + NGAIY {2+ AY 1 ] + AYY

11

(1-A % Y pt-a . NG-N2Y tp + NG Y -9 + AYY
e mifnsunuAdingil sxaplilugnslasei.-
Yot = G2DM Ypia «AZ GAN Yiog
dinvendzae (- N+ Saadlndeud e N ----> 00
wrrashimpuLsantsedadafiels gnvenaeniin

th = N = (1-7An Yt-n

n-2~o0
yEadeilii
Yot = ALY+ G-7) Yo+ =702 Yicg ceneieeinsieeriennens
e+ (N Yl
ey (s1) Gt = KkYpt
Gt = k [7\ = (A Yt-ﬂ | (5.6)
n==o .

Fuwhilddh permanent income fwndwnsn adaptive expecta-
tions model winffu weighted sum mpeseldlu@fidnmwn 9 nsun1sfi (5.5) i
Gt-q uagandioe (1-7\) <dld

(1-A) G-, =k [7\ = CEYAD 252} Yt_n_1] | (5.8)
n-=o
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funis (5.5) suAEguns (s.6)
Gt - (-N) Gt = k@AY _
Gt = kAYy + G-A) G (5.7)

PINFUNITH 5.7 suimiladn Twgranevisunsudi {odhuiedduees current

income (Y1) wazmasraeneisushdifinwn (Gioy)

suyAdt permanent income Wi t iy function 1es permanent

income Win t-1 wrneoeiuenduiladn

Ypt = Ypt-s + ut i (s.8)
Ew) = o
wnnensunts (s.8) usums Gt - kYpt
Gt = Kk®pty +up
wifiewsin G-y = Kk Ypt-1
- Gt = G- o+ kout (5.0)

nsunITA (5.9} Fuillddn imswsalssuiunsaildssradsyuraluildslildeandld

Yrenav¥guraludile giiul
5.3 nqufiiuady Rational Expectations?

nImaRsfefuTesarevisusianufuaiasiu Rational Expectations

- LR P - &
Fesua st TIsiluTua s Bus piatl. -

AT 1070 TATmquilmiistudeiuntuin rational expectations
vquififeiasiudniveluimsinneiigdngshe tmndnineudaiuinlsymmesiwgd

WindfifAnwarufrmaun oy GsEamAaIwATYIR9LR IB19sMBLRUEWANTRIYU

1 paul Whitely Political Control of the Macroecononty London : SAGE Publications Ltd., 1986. Chapter 2.
2 Thomas J. Hailstones A Guide to Supply-Side Economics. Richmond, Virginia : Robert F. Dame Inc.,
1982. Chapter 6, 8, 9.
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'Lummﬂﬁuﬁ'mﬁ"lﬁﬂammﬁuimﬂﬂnfiuﬁuﬁwnﬂ\umﬁum’[ﬁuaﬂv"\'m\: AuAAY
wmEBRUIMMTLLIN AflsmaRtae UNRWMUITEANIIRIH 8AITUINAUIM mIsaLiamaug
Wuafu rational expectation Sufntu Taanen1innysiadilennwAnzyanatueg i
Wman1 O T U.EWMG]ﬂWiﬂmtﬁ’lﬂ’\ﬂ')"]ﬂwlﬁﬂiru'luﬂu‘lﬂm Fafunifldulonienatuuss
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piwAdine WngAenuadiluiniige dszprpuBainpeitisuseeesduInInimenn Tl
N R gl eIV Y uﬂsﬁm'mﬂmﬁuqa‘n’uﬁﬂﬁﬂ5smﬁuimﬂmmsﬁna\mu‘%ut'jf\iu
N uassamw.ﬂu{uriﬂuﬁ’s‘smm3ﬁn'msmsaﬂmﬂnm AdwrliATgRaingaataztue
%ty c’iuﬂnﬂﬁuimﬁmﬁumw3mﬂﬂzmmnmﬂﬁﬂé"\uﬁuﬁﬂamu%ﬁﬂaulvifnﬁuﬁwmn‘ﬁru
Aaufgnaandoesgiiu selunisnasindn g powlinaeyuussduilanesitbintauidgnn
\AresR eaneiuiavilaain inunAIuAnBeafy rational expectation gipwinli
fqureiia iy supply-side economics wnfu An¥yuradaeniaiugimun
supply Lm"wmsﬁqma'nulﬁmmgﬁw.lﬁ'uuuﬂa\:'lﬂﬁ’l"mo’hl.mmmna‘lnm'mxfuﬂw&ﬂu’lﬂlﬁ
gan ¥guaaddiaudadgiy supply side-economics Tﬂumms’:‘gmaﬂm%ﬁu'mﬁwﬁ

ny Reagan dhalsssmnfud

wAuAnAEaAY supply-side economics Whnnawaafins iy
wirudares Keynes @s income-expenditure theory e Keynes n81111
mideemertungfunisiniuzes aggregate demand usy aggregate supply
aggregate demand mnelifianinislan mIawmu fldsnnraeiaune naTaeydlu

Hefdnrasl e Ang amdnuRunatdudwu (marginal efficiency of capital} uay
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fmsamands Fuiildsn income- -expenditure theory Wrnuddyfu aggregatre
demand uin wrgasulafidaruianng ﬂmnmaumua"usmmuamnum'v"fnmQn'l'x’ﬂﬂ
Tufn aggregate supply “bid ¥y uasnassapidhuumisigi \negAevsduntilyiu
pyfiudualnfivs 3 iAa arulindesdunasusing ﬂsuawﬁmwwumqwmmﬁ\:ﬁunmmav
ﬁmmﬂmﬂ"a s 3 df’:ﬁ"ﬂ:unmuﬂﬂmﬂmuﬂuﬂmn’mwmuuﬂ.mar“lmmmmﬁ Yqundiag
mﬂwnumﬂmgnmﬂunm\ﬂ.sﬁ’lﬂﬂﬂmam-:ﬁé’wﬂsn1mu’hﬂﬂnsxwudﬁuﬂs 3 dfulsil Aesld

sazsAmsisawnssunsdonas

ui¥sursswstilugandi Reagan dhalszgnnfufindudanuaniiniuilgm
IR enTeRlafant nlEsuuas aggregate supply sndmtrngu nsdreemdman
00 §mAN NRYINNT ALY aggregate demand uss aggregate supply e
A 5.1 uid1¥guradnin1sliinasdvenufiviugs 100 A LAY %amanm”tﬁfﬂummmé’u
aggregate supply Wdoess IR 5.1 1du aggregate demand DD Haffy
aggregate supply zz” Asssunisdreein so dmAn suyRidigadeitildqanitnnsd
AR SUeABNRUNTIININEN 10 druay FeeiiAnN s muAnd  Suasiien

Wi aggregate supply ewadhudy 7,2, n1sdrvenifiuiy

Income to producer

@) q0 100 Employment (millionY

i 5.1
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5.4 uwuugiantane supply-side economics

- Amuslidauwasw (aggregate demand) diudsddunasssiusiaiduda
money stock usz velocity of money #wwaqusiu (aggregatre supply) wene
fuyarrewssnfideindainisesausms o 3fuIIAIR ] i dwkanssauesgnimun
Trutfedunisedman wrvem Audmu  arud i mrimaluladusar9refidud i
(nominal wages) Nt 5.2 usaedidnwuzERFLIATILLRS IR IETIEITIAEARIRY
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Supply-side economics wiusfursaspwiluunuAngiefinszduniiany
ITRYH LRENITHIU Bndpgngu drlinnsantnaigaandy eufael¥n1Taug iR
wazn1uilnasany  supply-side economics szusaslituiinassantdesiiln
productivity seenisefsdiniu dwnuiududusssnsnsutuna Wisorzfinisinssinag
ﬁqmﬁmgmam’uwmﬂ«vﬂﬁmwmﬁm"\mmﬂmﬁwxﬁnﬁmuﬁmu weziliinan1 e e
winviinisiaIed supply-side economics funasiaiginae Macroeconomics

AT LAARI e
5.5 Laffer Curve

Supply-side economics finsafurafiuafy Laffer effect Twaas
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Tax Revenue

0 A B C D E 100% Tax Rates

§1Jﬁ 53
The Laffer Curve
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7 5.4

Tyler Cowen WawAaiuin a1 supply-side economists, diny
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