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In order to manipulate the econ-
omy, policy-makers use fiscal and
monetary policies. Fiscal policies,
such as tax rates and government
spending, are executed by Congress
and are usually initiated by the
_executive branch of government.
Monetary policy, on the other hand,
is controlled by the Federal Reserve
System (the Fed). The Fed executes
monetary policies by influencing
the supply of moncy and the interest
rate, in addition to exerting some
controls over the banking system.

Both fiscal and monetary poli-
cies " affect- aggregate demand.
Aggregate demand is the total
demand for goods and services pro-
duced in the economy. And, as the
total demand for goods and services

increases, unemployment decreases.

On the fiscal side, high tax rates -

tend to reduce the demand for goods
and services while much govern-
ment spending tends, in the short
run, to increase the demand for
goods and services. On the moné-
tary side, increases in the money
supply and low interest rates tend to
increase the demand for goods and

on measures equ

services. Conversely, decreases in
the money supply and high interest
rates tend 10 reduce the demand for

Policies that cause the demand
for goods and services to increase
crcate - jobs.  Unfortunately,
increased job creation may be
accompanied by rises in the general
price level, i.e. inflation. Hence
some policy-makers are inclined to
trade inflation for unemployment.
That is, they assert that some unem-
ployment must exist in order to con-

The Fed, with the tacit support of
the current presidential administra-
tion, appears to be pursuing the
inflation-uncmployment trade off
policy. Thus, it has determined that
high interest rates will prevent
future perceived inflation and has
proceeded to raise the interest rates.
Higher interest rates, however,
employment. Therefore, such pol-
icy, which prevents job creation in
order to mitigate perceived infla-
tion, does not appear to be in-the
best interést of regions or ethnic

groups with historically high unem- .

ployment levels.

Clearly, the intent of the Fed is

to slow the rate of growth of the
economy. The result of this siow-
down, however, is hi;jher unem-
ployment than woulc otherwise
exist in the absence of Fed interven-
tion. In essence, the Fel is sacrific-
ing the jobs of millions of Ameri-
cans (mostly young Blacks) to
climinate what it perceives to be
future inflation. Such tinkering,
however, has seldom :chieved the
intended results and has led to
unwanted outcomes, such as reces-
sions.
Historically, the co it of trading
inflation for unemployment has
affected the Black community dis-
proportionately. Blac ¢s are often
the last to reap the berefits of eco-
nomic expansions anc the first to
endure the cost of economic con-
tractions. Hence, pwolicies that
restrict economic growth are not in
the best interest of th: disenfran-
chised, Blacks in partic ilar.’
Therefore, the trade -off between
perceived inflation and real employ-
ment ought to be in the: forefront of
the Black agenda, because it is no
secret that the illness >f the Black
community stems from lack. of
employment opportunities — high
unemployment. Lack of employ-

ment opportunities is the root cause
of community crime, sexual promis-
cuity, housing decay, and the death
spiral that engulfs the community.
Hence, the deliberate policy of
unemployment is immoral and robs
the unemployed of dignity and self-
respect. Moreover, in the long run
the chronically unemployed and
their offspring are no longer vested
in the commaunity fabric and
become detached. The cost of this
community detachment plus the
cost of uncmployment (in output
foregone), must be weighted against
the cost of inflation. In the case of
unemployment, it is clear that
potential output is being wasted.
And, more often than not, this
wasted output returns in the form of
additional costs. Therefore, the tax-
payer incurs several costs as a result
of the Fed unemployment policy:
the crime cost, incarceration cost,
transfer payments cost (from tax-
payers to welfare recipients), and

the cost of wasted output. On the

other hand, in the case of inflation,
there is no obvious loss of output.
As a matter of fact, inflation implies
that the output produced is insuffi-
cient to meet the current demand.
The Fed drive to rid the economy

ro-unempioyment —

of perceived inflation by maintain-
ing a certain level of unemployment
will only perpetuate the permanent
recession endured for years without
end by the Black community. Ironi-
cally, the outcome of the Fed policy
is well understood by Black politi-
cians, yet few have raised their
voices in opposition. Why? Are
they not elected to advance the
interest of the community?

Blacks and the disenfranchised
must empower themselves to rede-
fine full employment and thus the
s0 called “natural rate of unemploy-
ment.” Currently, full employment
is defined at approximately 95 per-
cent of the labor force. Thus the nat-
ural rate of uncmployment is
approximately 5 -percent. But
Blacks, especially young Blacks,
are disproportionately represented
in this group. Moreover, if the artifi-
cially induced natural rate of unem-
ployment is 5 percent of the labor
force, then, as.the labor force

grows, a constant unemployment

rate implies a higher pool of unem-
ployed. For example with a labor
force of 60 million; 5 percent unem-
ployment is 3 million. With a labor
force of 90 million, 5 percent unem-
ployed is 4.5 million. Clearly, the

constant unemployment rate is
deceptive, and does not reflect the
pain and the agony of those left out.

Certainly some natural rate of
unemployment will always exist in
the economy, due primarily to labor
force mobility, individuals moving
in and out of the labor force.
Nonetheless, the belief that this nat-
ural rate should be artificially
induced to reduce inflationary pres-
sures is bad policy.

Perhaps if policy-makers were
more adept at supply management
the economy could expand without
the inflation unemployment trade-
off. Because inflation is basically
too many dollars chasing too few
goods, many of the needed goods
could be produced in arcas of high
unemployment, such as the inner
cities, Appalachia, and many south-
ern rural areas. By utilizing unem-
ployed resources, wage increases
would be somewhat mitigated. Cer-
tainly, scarcity of factors of produc-
tion will affect supply management
in the short run, but, over time,
adjustments are always possible.
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