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Sidney WEINTRAUB (1914–1983) Johan Deprez and William Milberg

… authority has ever been the great opponent of truth. A despotic calm is usually
the triumph of error. In the republic of the sciences sedition and even anarchy are
beneficial in the long run to the greatest happiness of the greatest number.

– W.S. Jevons (1871, pp. 275–6)

Sidney Weintraub once described himself as a ‘Jevonian seditionist’ who
‘often railed in mutiny at the Establishment … to enhance the economy
bounty and to iron out its division’ (see 1985). Weintraub was a dissenting
economist in the most appropriate sense – a person who sought truth and
explanations independent of the prevailing intellectual and political winds.
He combined a keen pragmatism towards economic theory and policy with
an idealism aimed at making life better for all. Speaking about those believ-
ers in the Phillips curve who called for an increase in unemployment to
reduce our inflation ills, Weintraub insisted that these economists be the first
to give up their jobs!

Most important, Weintraub developed and promoted an interpretation of
Keynes that had an explicit supply side, a variable price level and a macro-
economic theory of income distribution – all this at a time when classical
Keynesianism lacked any meaningful discussion of these components. This
line of thought has been labelled ‘Fundamentalist Keynesianism’ (Coddington,
1976); Weintraub’s almost solitary and unfashionable adherence to this view
led Paul Samuelson (1964) to label him a ‘lone wolf’. Yet this approach
provided the theoretical underpinnings for Weintraub’s wage-cost mark-up
theory of inflation; which he discussed well before inflation became such a
pervasive problem in industrialized countries, and allowed him to propose his
well-known tax-based incomes policy as a way of fighting inflation without
creating unemployment.

Sidney Weintraub was born in Brooklyn on 28 April 1914 and died on 19
June 1983. The realization that he lacked the skills to pursue his first love –
baseball – as a profession, together with his mother’s objections to such an
endeavour, eventually led Weintraub to his second career – economics. His
early studies were carried out at New York University (NYU) where, accord-
ing to Weintraub, ‘the courses were … too easy [b]ut they freed me to live in
the library’ (1985). The major influences on Weintraub at NYU were Herbert
B. Dorau, Marcus Nadler and Thomas F.P. McManus.

At the urging of McManus, Weintraub attended the London School of Eco-
nomics from October 1938 until May 1939 where he attended the lectures of
Robbins, Hayek, Kaldor, Durbin and others. The London–Oxford–Cambridge
seminar series brought him into contact with many of the graduate students of
his generation who were in England at the time. It is interesting to note that
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Weintraub had begun to translate Pareto’s Manual of Political Economy when,
with 122 pages completed, Lionel Robbins persuaded him to stop the project.
An English version did not appear until Ann Schweir’s translation was pub-
lished in 1971.

Weintraub received his Ph.D. from NYU in 1941 with a dissertation enti-
tled ‘Monopoly and the Economic System’. During the Second World War he
worked for a variety of government agencies, including the Treasury, the
Office of Price Administration and the Federal Reserve Bank of New York.
He also served three years in the US army, stationed in Europe (Weintraub,
1985, p. 520). After returning to the US, Weintraub held a variety of aca-
demic jobs until he joined the economics faculty at the University of
Pennsylvania in 1950. Except for short teaching stays at a variety of universi-
ties – the University of Waterloo (Canada) being possibly the most important
– he remained at Penn until his death.

During his lifetime Weintraub wrote or edited 18 books, published about
100 professional articles and about 200 or more ‘popular’ pieces. He lectured
internationally and in 1972–73 wrote a weekly column for the Philadelphia
Bulletin. Weintraub was the major driving force in the founding of the Jour-
nal of Post Keynesian Economics in 1979 and he served, until his death, as its
co-editor with his former student Paul Davidson. Weintraub’s papers are
preserved in the manuscript department of the Perkins Library at Duke Uni-
versity.

His dissertation and work in microeconomics led to three articles in one
year in the ‘major’ journals (1942a, 1942b, 1942c), another in 1946 and in
1949 to his first book Price Theory. The last part of this book is devoted to
dealing with unconventional ideas related to dynamics such as anticipations
and uncertainty, subjective and objective demand and cost curves, imperfect
equilibrium adaptations, multiple-period anticipations, clock-time sequences
and path analysis. To this day such topics are largely ignored in micro-
economics textbooks. The failure of microeconomists to pursue these themes
has prevented the development of a microeconomic theory consistent with
the monetary production economy described by Keynes (cf. Davidson, 1985).

Keynes’s macroeconomic model of the The General Theory and after is
one in which ‘the volume of employment is given by the point of intersection
between the aggregate demand function and the aggregate supply function’
(Keynes, 1936, p. 25). Just as classical economists had, on the basis of Say’s
Law, virtually ignored demand considerations, classical Keynesians tended to
ignore supply factors. One of the few Keynesians to stay true to Keynes’s
original formulation, Weintraub included an explicit supply side in his model.
This omission in classical Keynesian models, both in their 45-degree line
‘Keynesian cross’ and in IS-LM variants, prevented the adequate treatment of
price changes and income distribution. This led Weintraub to argue for an
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abandonment of these models well before others began to question them
(1958, 1961). He attacked the 45-degree line model for its logical inconsist-
ency. And he rejected the IS-LM model ultimately because it lacked a theory
of the price level.

Weintraub criticized the 45-degree line model for a number of reasons,
including (i) the view that the economy could either experience inflation or
unemployment and that fiscal policy could control each; (ii) its inclusion of
inflationary and deflationary gaps even though the model was set up in real
terms to exclude price and money wage elements; (iii) its ignoring of Keynes’s
‘animal spirits’ and uncertainty in favour of accelerator notions of investment
depending mechanistically on past values of output or profits; (iv) its assump-
tion of a purely exogenous quantity of money; and (v) a general lack of
microeconomic foundations and consideration of the distribution of income.
Weintraub argued that while the IS-LM model solved the logical problem of
the 45-degree line model, it still excluded a price theory and a role for money
wages. The model also suffers from critiques (iii), (iv) and (v). The Phillips
curve is an ad hoc addition that finally puts the price level into these classical
Keynesian models.

Weintraub’s development of the aggregate supply and aggregate demand
model culminated in his 1958 book, An Approach to the Theory of Income
Distribution. These works adopt Keynes’s two fundamental units: money-
units and labour-units. Aggregate supply is derived from the ordinary
Marshallian micro-supply function with only limited modifications like user
costs. The aggregation across industries is in money-units and presented with
respect to labour-units. The aggregate supply value at any employment level
then implies a particular composition of output between industries. Just as at
the firm level, the different levels of production and employment are associ-
ated with particular unit-supply prices and aggregate versions of the different
cost components like the wage bill and fixed payments.

Because every employment level has a different income amount associated
with it, there is a different microeconomic demand curve appropriate for each
output level. The demand-outlay function is the locus of demand prices that
is consistent with each output level and the income level that each output
level generates. The demand values at each output and employment level
determine the aggregate demand function. Hence the aggregate demand curve,
like the aggregate supply curve, has embodied in it variable unit prices. The
intersection between the two curves that specifies the point of effective de-
mand determines simultaneously the quantities of output and employment
and unit prices – a significant improvement over the ‘fix-price’ classical
Keynesian models.

Weintraub’s model allows for the incorporation of different technological
and cost structures, different specifications of the expectations of firms and
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different market structures. For example, Weintraub extended the basic ap-
proach to deal directly with the case of monopoly (1958, Chapter 4). The
model also provides for the macrofoundations of the analysis of the labour
market and the distribution of income. Given its explicit microfoundations
and its numerous possible extensions, the model met the unfortunate fate of
being largely ignored or severely criticized by orthodox Keynesians.

Weintraub’s extension of this model into growth theory is contained in his
underappreciated 1966 book, A Keynesian Theory of Employment Growth
and Income Distribution. Growth theory has been dominated by the Harrod
and Cambridge traditions, both of which take the steady-state as a starting
point. The Weintraub approach to growth is one of shifting aggregate demand
and aggregate supply curves where these steady-states are nothing but very
special cases. Essentially this is an articulation of Keynes’s shifting equilib-
rium model (Keynes, 1936) applied to a variety of growth problems, including
nonlinear growth paths.

Weintraub’s sharp criticism of the marginal productivity theory of distribu-
tion in Approach (1958) occurred about the time the Cambridge Keynesians
were starting to attack the same concepts. But while Joan Robinson, Nicholas
Kaldor and others engaged Cambridge (US) classical Keynesians in capital
theory debates, Weintraub remained aloof from this discussion, moving in-
stead to an analysis of the importance of money wages and their relation to
price changes.

The use of Keynes’s aggregate demand and aggregate supply model al-
lowed Weintraub to address price dynamics directly as part of the same
processes that determine output and employment. Using the AS = AD ac-
counting definition:

Y = PQ = kwN (1)

where Y is national income, P is the aggregate price level, Q is real output, k
is the average mark-up over labour costs by firms, w is the nominal wage and
N the level of employment. Solving for P gives Weintraub’s well-known an
wage–cost mark-up (WCM) equation:

P = kw/A (2)

where A = Q/N = average labour productivity. Weintraub based the WCM
theory of inflation on this simple expression and offered it as an alternative to
the quantity theory of money which is based on the equation of exchange.
Using empirical evidence and theoretical arguments, Weintraub saw k as a
‘magical constant’ which had varied little in US history (cf. Weintraub, 1978,
pp. 77–84). The constancy of the mark-up implies that the cause of inflation
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is money-wage growth in excess of productivity growth. Weintraub con-
trasted this model favourably with the monetarist approach. The monetarist
view is ‘muddled’ since, without assuming full employment, it is unable to
say anything about the relative impact of a money supply change on output
and prices. Moreover, the WCM model assumes an exogenously determined
money wage and thus flies in the face of the Phillips curve trade-off between
(wage) inflation and unemployment. The Phillips curve, in Weintraub’s view,
is an ad hoc construction required to save the price-theoryless IS-LM model,
but completely inadequate to explain the stagflation experience (recession
and inflation simultaneously) in the US in the 1970s (and perhaps again in the
1990s). Appeals to a shifting Phillips curve simply lay bare the adhocery of
the original concept.

Weintraub’s inflation theory was vehemently attacked by orthodox
Keynesians, although some eventually accepted his policy recommendations.
Sympathetic critiques of the WCM inflation theory have been twofold. First,
the constancy of k does not imply that the inflationary process is necessarily
initiated by wage increases. It may be started by factors that determine k,
such as capital intensity, depreciation charges, monopoly power, market con-
ditions and social and collective bargaining power. In this case wage changes
are a reaction. Second, the constancy of k itself has been put into question;
moreover, even slight changes in k may reflect large changes in the non-wage
components of costs (Rothschild, 1985, p. 583).

Weintraub’s inflation theory led him naturally to the formulation of the
now-famous ‘Tax-Based Incomes Policy’ (TIP) for controlling inflation. Early
in his career, he established the view that the control of money wages is
essential for maintaining a stable price level. When, in 1959, he put forth his
inflation theory, Weintraub recommended a ‘watchtower approach’ whereby
a research agency would collect data on the most important wage agreements
upon which Congress could act to control inflationary tendencies. Walter
Heller, chief economic adviser to President Kennedy, was likely influenced
by this idea. The first version of TIP was published by Weintraub in 1971 in
Lloyd’s Bank Review. Later in the same year Henry Wallich, a member of the
Board of Governors of the Federal Reserve System, and Weintraub laid out
the policy in greater detail. The basic idea is that given the constancy of k, it
is the wage rate which needs to be controlled. To curb excessive wage
increases an additional tax is imposed on corporate profits if any corporation
grants average annual wage increases in excess of some norm. The TIP would
not disrupt the market mechanism in that it changes the incentive structure
for firms without any direct controls, and it is easy to implement within
existing institutions for tax collection. Since 1971 there have been further
developments of Weintraub’s proposal, including a ‘market-based anti-infla-
tion policy’ (MAP) whereby inflation is fought by creating a market for the
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right to raise prices, and a ‘value added tax-based incomes policy’ (VATIP)
according to which a value added tax is used instead of a tax on corporate
profits. The idea of a TIP gained popularity in the Carter administration in the
inflationary period of the late 1970s. Had President Carter been re-elected in
1980, a TIP would likely have been implemented. Instead President Reagan
imposed a policy of monetary restraint, recession and regressive redistribu-
tion of income and wealth, precisely the outcome Weintraub had spent his
career struggling against (see 1981–82).

Weintraub’s Keynesianism focused on the real exchange economy. The
incorporation of money prices and money costs in the determination of out-
put and employment is key to a monetary, production economy. This focus, in
conjunction with WCM theory, formed the basis of his critique of monetar-
ism. If inflation comes from money wage changes, then changes in the money
stock will neither cause nor cure inflation (see 1973). The dependence of the
money stock on the needs of production and circulation makes the amount of
money at least partially endogenous and raises the importance of a variety of
near-monies for transactions purposes, in contrast to the usual textbook pres-
entations (1958). Liquidity constraints and preferences are seen as crucial to
the production and investment decisions of firms. This follows Keynes’s
monetary theory, and has been extended by a number of people including
Paul Davidson. Armed with his views on money and inflation, Weintraub was
able to explain America’s stagflation woes. Inflation follows the WCM for-
mula, and insufficient money growth leads liquidity-constrained firms to cut
production and employment.

The same framework used for the WCM also provided a theory of income
distribution, the focus of Weintraub’s last theoretical writings (1979, 1982), a
number of debates in the Journal of Post Keynesian Economics, as well as a
significant number of works by other economists extending or empirically
testing Weintraub’s model. By definition:

W/Y = (wN)/(PQ) (3)

where W = wN = the total wage bill and thus W/Y is labour’s share of total
income. Substituting (2) into (3):

W/Y = (w/A)/P = 1/k. (4)

The constancy of k thus assures a constant wage share-out of income.
Weintraub then generalized the framework to allow for the non-constancy
of k, that is a varying degree of monopoly (to use the Kaleckian term to
which k is so often compared), and to allow for a variation in consumption
propensities out of labour and capital income. In so doing, he tried to bring
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together the complementary work of Kalecki and Kaldor (see Rothschild,
1985).

In his drive to understand the world and change it for the better, Weintraub
left us with a very important interpretation of Keynes. He provided an aggre-
gate supply and aggregate demand model which contains particular
microfoundations and a powerful explanation of inflation. His early critique
of economic policy based on a rejection of the neoclassical synthesis and the
Phillips curve forms one of the building blocks of US post-Keynesian thought.
His alternative model of growth and distribution provides a rigorous under-
pinning for policies which can deal with inflation and unemployment
simultaneously. Such policies have become integral to the post-Keynesian
tradition in the US; in the light of his contributions, Weintraub could be
considered the founder of this tradition. Finally, his work has been extended
in a number of directions by his students, including Paul Davidson, Eugene
Smolensky, Eileen Appelbaum, John Hotson and Ingrid Rima, and in turn by
their students. Weintraub’s son, E. Roy Weintraub, is also an economist,
whose work has concentrated on neoclassical general equilibrium theory and
economic methodology. The influence of Sidney Weintraub thus spans across
economic theory into issues of economic policy and, with his work as found-
ing co-editor of the Journal of Post Keynesian Economics, makes him a
leading force in the development of alternatives to orthodox economic thought
in the United States.
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