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the problem generates only a partial theory of inflation (inflation is defined as a 
steady rise in prices). A complete analysis requires that their interaction be 
made explicit. Ball, in his analysis, makes explicit the interrelationship among 
the main standards of inflation analysis: the balance between desired and actual 
stocks of money; the balance between the demand for and the available supply 
of goods and services; and the autonomous shift in the :money-wage level. He 
integrates them into a general theory of the price level. 

Ball's simple model (of short-period inflation) is a dynamic one. The 
short-period equilibrium of the functional relationships is dependent on the 
past levels of prices, unemployment and profits. Since the actual changes in 
these variables will not in general be zero, the factors that have been taken as 
given in the short-period analysis will vary over time; the short-period equili
brium values of the relevant variables will alter accordingly. One of the inter
esting things I find in Ball's book is his incorporating the term of expected profit 
in the analysis of inflation. He is the first one to borrow this term from Keynes 
The State of Confidence and build the arguments of the theory of inflation 
around it. 
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