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INTRODUCTION TO THE SERIES 

This series consists of a number of hitherto unpublished studies, which are 
introduced by the editors in the belief that they represent fresh contributions 
to economic science. 

The term economic analysis as used in the title of the series has been 
adopted because it covers both the activities of the theoretical economist 
and the research worker. 

Although the analytical methods used by the various contributors are not 
the same, they are nevertheless conditioned by the common origin of their 
studies, namely theoretical problems encountered in practical research. Since 
for this reason, business cycle research and national accounting, research 
work on behalf of economic policy, and problems of planning are the main 
sources of the subjects dealt with, they necessarily determine the manner 
of approach adopted by the authors. Their methods tend to be “practical” 
in the sense of not being too far remote from application to actual economic 
conditions. In addition they are quantitative rather than qualitative. 

It is the hope of the editors that the publication of these studies will help 
to stimulate the exchange of scientific information and to reinforce inter- 
national cooperation in the field of economics. 

THE EDITORS 



To JMF 



PREFACE 

This study is a revised version of my Ph.D. thesis submitted to the Depart- 
ment of Economics at the Massachusetts Institute of Technology in 1968. 
I owe a great deal of gratitude to Professors Franklin M. Fisher, Edwin 
Kuh, and Robert M. Solow for their many helpful comments and suggestions 
throughout the course of this work. I would also like to express my appre- 
ciation to William D. Nordhaus for help at various points in this study. 
Most of the computer work was done on the IBM 7094 computers at MII‘ 
and Princeton University. The research for this work was partly sponsored 
by the National Science Foundation and the Woodrow Wilson National 
Fellowship Foundation, to whom I am grateful. The revision was sponsored 
by a grant from the Office of Manpower Policy, Evaluation, and Research 
of the us Department of Labor. 

Princeton, New Jersey 
November 1968 

RAY C. Fm 
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