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I first became acquainted with S. C. Tsiang in the summer of 1950,
which [ spent working in the Research Department of the Intemational
Monetary Fund. Both the fund and the World Bank were in their infancy:
these two greal international agencies were jointly housed in what later
became known as “‘A Building™-- just one of a veritable alphabet of
World Bank structures. To my knowledge, the Research Department of the
fund was the only entity housed outside of that building. We were located
in what they called the ‘‘Premier Building’* -- a very clegant name for a
building whose first floor was occupied by a fast-food restaurant of a well-
known hamburger chain (White Castle, | believe).

The head of the Research Department was J. J. Polak, who remained
in that post until he retired from the fund many years later. His deputy,
and our immediate supervisor, was Sidney Alexander, who went on to
serve as chief economist for President Truman’s Materials Policy
Commission, and still later to a professorship in MIT’s Sloan School of
Management.

The Research Department was quite small at the time. There were
others, beside our own group, but I do not recall their names. Our group
consisted of five people -- S. C. Tsiang, T. C. Liu, C. G. Chang, a
Frenchman named Michel Verhulst, and mysell. We werc housed in one
large suite, and worked at very close quarters with one another. Looking
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.vmor. _.wno_ this was a great stroke of luck, for it helped to foster a lot of
Interaction among us, and in the case of S, C. (as|we called him), T. C.
and myself, it was the basis of continued contact and friendship over the
subsequent years.

._. continually amazes me when | think ba, k to that summer in
Washington. On the one hand [ never imagined how great would be the

economy. ._.,-.3‘ were in attendance, as jt were, at the birth of the first of
:.a. East Asian “‘dragons,” and they played crucia) continuing roles as

his retirement from American ‘academic life, continued as the leader of
$ most distinguish economic research institute.

| Alongside these thoughts | fondly recall man social occasions. |
was S.C.and T. C. i._.o introduced me to North Chinese cuisine. There

who in .._.o..q lifetimes Manage to make impontant contr butions both to the
mﬁan::.n discipline of economics, and (through their influence on
€conomic  policy) to the actual improvement of ational economic
.i:.&..o:m and of the welfare of theijr countries and :ﬂ: peoples. In my
view, it is characteristic of these €conomists that €y are close and
perceptive observers of the world around them, and are constantly
searching for better ways of understanding and interpreting how economic
forces really operate. As their appreciation of the warld is, at least in
Many aspects, observational and intuitive, there are bound to arise instances
in which their sense of what the world is like does not fit with one or
3052 prevailing approach, or theory, or explanation thag may have quite
wide acceplance among their academic colleagues. ._,_:H uneasiness with
prevailing thinking often leads to seminal contributions, %_:.&. in tum can
stimulate significant change in the way the economics profession looks at
the world. %

é

S. C. was certainiy such a person. Apart from his enormous
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contribution, through wise and sound policy advice, to the development of
the economy of Taiwan, he emerged as one of the leading forerunners of
what later came to be known as the monetary approach (o the balance of
payments, and also as a major figure in the debaie over the respective roles
—and-retevance of the loanable funds and liquidity preference approaches to
the explanation of interest rates, .
In this paper I hope to pay homage 10 S. C. Tsiang by expressing my
own thoughts on these and closely related areas of economics. | feel a
great kinship to him in that much of my thinking in the field of economics
has, like his, had its origins in observations of the real world --
observations that leave one puzzled, troubled, piqued, and disturbed until,
if one is lucky, some germ of an idea comes which helps to reconcile the
apparent contradictions that stimulated one’s uneasiness in the first place.

I feel a kinship with S. C. also in that lines of thinking based
primarily on observations have frequently carried me some distance from
what might be called mainstream economic thinking, which is, at least in
my view, more literature-oriented and more subject to the trends of
discussion as they emerge in our joumals and our conferences. In this
particular paper, I represent a rather extreme case of the above, because for
at least a couple of decades now Mmy encounters with monetary and
macroeconomics have almost invariably been observational ones, impelled
by observations of particular real-world economics and motivated by a
desire 10 understand, to diagnose, and 1o resolve what seem like puzzling
facts and troublesome contradictions. ,

I have labeled the exposition that follows *‘lessons | have leamed”’
precisely because | feel that at many points | am quite distant from most

vision articulated by contemporary mainstream economics, but others quite
probably do not. Some of these other lessons, in differing from today’s
mainstream, may hark back to the insights of earlier generations of
economists.  Other of those lessons may diverge from the main line
principally on the basis of quite recent observations -- connected, perhaps,
to events, reforms, and institutional changes in the economies | have

observed quite closely.
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