
299

Accenture (formerly Andersen 
Consulting), 102

accounting practices 
generally accepted, 63
marking to market and, 163
New Deal and, 250
post-dotcom bubble requirements 

and, 85
Adams, John Quincy, 214, 217
Adler, Fred 

author and, 53, 65, 68
Bethesda Research Laboratories and, 

56–57
career of, 49
on cash flow, 49, 63, 260
Daisy Systems and, 49
difficult personality of, 53–58
on fixed versus variable costs, 63
MicroPro International and, 61–64
Tolerant Systems and, 114
Venad fund and, 56

ADR (Applied Data Research), 109
Advanced Research Projects Agency 

(ARPA) see ARPA
Age of Jackson, The (Schlesinger), 217
agent-based simulation models, 36–39, 

259
Aghion, Philippe, 169, 169 n. 26
agriculture, state support of research 

in, 224
airline industry, 196, 202
Akerlof, George, 259
Albertini, Nancy, 117
Alex. Brown, 49, 112
Aliber, Robert, 156, 157–158, 174
Allen, Franklin, 156
alternative-energy ventures, 83, 278, 

280
Amazon, 188, 198, 203

America Invents Act of 2011, 
281 n. 19

American Bell Company, 200
American Finance Association, 174
American Marconi, 202
American Recovery and Reinvestment 

Act of 2009, 199, 278
American System, 214, 216–218, 220
Ameritech, 109
Amgen, 87, 89
Anatomy of Exchange Alley (Defoe), 

167
Angeletos, George-Marios, 183–184
Apotheker, Léo, 100
Apple, 48, 59, 61
Applied Data Research see ADR
arbitrage 

BEA and, 129
computers and, 165, 172
IMI and, 102
from innovation to product, 75
limits of, 157, 170–171
long-distance trade and, 75
Tobin’s q and, 182

Arkwright’s Patents, 216, 281
ARPA-E (Advanced Research  

Projects Agency-Energy),  
278

ARPAnet, 189, 228
Arrow, Kenneth, 58, 161–162, 230
Arrow-Debreu model, 58, 161–162, 

256
Art of Speculation, The (Carret), 152
artificial intelligence (AI), 43–47
AS400 (IBM product), 107–108
Asian Flu (debt crisis), 23, 160
Asian Tiger economies, 280
Asset Management, 93
associationalism, 225
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AT&T. see also Bell Laboratories; Unix 
Systems Laboratory

AT&T Information Systems and, 
123

break-up of, 122
consent decree of 1956 and, 43, 122
divestiture and, 123, 124
IBM and, 123
Kingsbury Commitment and, 122
marketing ineptitude of, 123–124, 

124 n. 2
MCI and, 107
monopoly of, 108, 122, 131, 196, 

223
radio and, 202
science and technology at, 223
strong central office and, 222
Tuxedo and, 123, 125, 128
valuation of companies and, 29

Atomic Energy Commission, 40
Austen, Howard, 45
austerity, fiscal, 239, 247, 260, 

269–272, 277
Autodesk, 127
automobile industry, 147–148, 200
Axel, Richard, 57

Baby Bells (see also Regional Bell 
Operating Companies), 190

Badger, A. J., 255
Bagehot, Walter, 141–142
Bank of England 

British banking system and, 215
bubble of 1825 and, 141–142, 

142 n. 20
Crisis of 2008 and, 268
early survival of, 138
as lender of last resort, 141–143, 

243
Bank of Japan, 268
Bank of the United States 

(see also Second Bank of the 
United States), 215, 219

banks and banking 
after crisis of 2008, 268
Alexander Hamilton and, 214
banking crisis of 1931–1933 and, 

207
big-state capitalism and, 9
commercial, 66–67

corporate clients and, 66
credit supply and, 157
early computer systems and, 66
excessive risk-taking in, 105, 158
Federal Reserve validation and, 23
Great Depression and, 157, 248
Greenspan Put and, 159
informed investing and, 78
investment activity at, 66
joint stock investment banks and, 

143
oil shock of 1973 and, 264
on old Wall Street, 18
in postwar Germany and Japan, 276
regulatory constraint and, 110
reserves and credit default swaps 

and, 164
self-insurance and, 142
shadow system of, 160
Silicon Valley socialism at, 106

Banque Royale (France), 139
Bard College, 158
Barker, Jacob, 196
Barnaby, Rob, 62
Barrett, Jim, 57
Bartz, Carol, 127
Baruch, Bernard, 116
Battle of Throgmorton Street, 147
BEA Systems 

acquisition of, 129, 131
as all-time great investment, 117, 

128
arbitrage and, 129
AT&T anti-trust decrees and, 122
context of success of, 117, 118
dotcom/telecom bubble and, 

128–129, 130–131
financing of, 121
growing value of, 128
Innovation Economy and, 129–132
IPO of, 126
launch of, 127
market leadership of, 128
name of, 121
positive cash flow at, 125, 126
precursors of, 102, 116, 117, 129
Red Book and Blue Book at, 120
research project for, 120–121, 130
return on investment in, 131
stock price of, 135, 162
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Three-Player Game and, 131
Tuxedo and, 121–126, 275
UniKix and, 122
Wall Street and, 165
Warburg Pincus exit from, 126, 131
WebLogic and, 126–129

Bear Stearns, 18, 191
Becton, Dickinson, 53
Bell Canada, 102
Bell Laboratories. see also AT&T

relational databases and, 108
state support of science and, 225, 

229
Tuxedo and, 123, 125, 131
UNIX and, 43, 109
Unix Systems Laboratory and, 

123–124
Bell System, 123
Benzel, Richard Franklin, 219
Berkshire Hathaway, 139, 171
Berle, Adolf, 105, 106
Bernanke, Ben, 267
Bernard, Lewis, 66
Bethesda Research Laboratories (BRL), 

53–58
F. Eberstadt & Co. and, 53–58
First Law of Venture Capital and, 77
hedges against uncertainty and, 58, 

68
lessons from rescue of, 59, 73, 95, 

112
Levi Strauss opportunity and, 54, 57
management at, 55–57
turnaround at, 56–58, 61

Big Bang of 1986, 67
big-state capitalism 

bubbles and crashes and, 159–161
Crisis of 2008 and, 155, 267, 282
equity markets and, 203
financial crises and, 9
Great Depression and, 9
Hyman Minsky and, 159
public versus private sector and, 261
retreat from, 9
from small-state capitalism to, 9, 

261
US path to, 227

biotech industry 
genetics revolution and, 54
as highly speculative, 53–54

history of, 87–88
Levi Strauss opportunity in, 54, 57
National Institutes of Health (NIH) 

and, 73, 87
rates of return in, 88–90
revenue projections in, 89–90
state funding and, 275
symposium on, 54
venture capital and, 86, 87, 88–90
Warburg Pincus and, 93

Biotechnology: Status and Prospects 
(symposium), 54

Black, Fischer, 162
Blanchard, Olivier, 169, 170, 174
Block, Fred, 276
Blunt, John, 138, 139
Blyth, Mark, 214
Boer War, 147
Bolt, Beranek and Newman, 44
bond markets 

direct holdings and, 172
junk bonds and, 154
liquidity and, 163–164
postwar bear market and, 20

Brainard, William, 181
Braudel, Fernand 

on arbitrage, 129
on capitalism and market economy, 

4
eclectic capitalist of, 96
on heroism of financial capitalism, 

135
lessons for author from, 74, 129
on premodern capitalism, 74–75, 76
super-profits and, 90

Bresnehan, Timothy, 188
Bretton Woods system, 36
Bringing the State Back In 

(Rueschemeyer and Evans), 211
Britain see Great Britain
British Motor Syndicate, 147
brokers see investment firms
Brooks, John, 167
Brooks, Steve, 114
Brown, Charlie, 123–124
Brown, James R., 184
Brown, John Seely (JSB), 44–45, 

46–47, 98, 108
Brown, Moses, 216
Brush Boom, 145–146, 148, 200
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Bubble Act of 1720 (Great Britain), 
140

Bubble of 1825, 141, 141 n. 18, 142
“Bubbles, Rational Expectations and 

Financial Markets” (Blanchard 
and Watson), 169

bubbles and crashes. see also specific 
bubbles and crashes

of 1920s, 18, 200–202
banality of bubbles and, 137, 155
big-state capitalism and, 159–161
creative destruction and, 211
credit system and, 58, 156–158
cycles and, 157–158
decennial dramas before 1914 and, 

143
as drivers of progress, 132
equity markets and, 185, 206–208
fat tails in distribution of returns 

and, 163
“grand piano smash” and, 167
historical, 2–3, 137–148
investor discounts and premiums 

and, 31
investors’ rationalizations and, 183
irrational acts with rational results 

and, 186
Keynes’s Bridge and, 183–186
legislation to prevent, 140
mobilization of capital and, 10
necessity of bubbles and, 181, 184, 

205
neoclassical theory and, 169–170
noise traders and, 153
price decoupled from value in, 150
private debt surges and, 157
productive versus destructive 

bubbles and, 206–208
reflexivity and, 177
technological revolutions and, 203
trust bubble, 148–152
wealth transfer and, 181

budget, balanced, 136, 249, 250
Buffett, Warren, 171
Bull (French company), 122, 279
Burroughs, 42, 64, 108
Bush, George W., administration, 106
Bush, Vannevar, 40–41, 226, 230,  

274
Business Cycles (Schumpeter), 225
Byers, Brook, 90

Caballero, Ricardo, 267
CACI (consulting firm), 112
Cambridge University 

author at, 13, 14, 73, 205
Cavendish Laboratory at, 223
war of the two Cambridges and, 15

“Can Lloyd George Do It?” (Keynes), 
242, 245

Canada, 271
canal building 

American System and, 218
Canal Mania and, 140, 193
commercial success and, 141
domestic promotion of (UK), 141
financing of (UK and US), 193, 228
French state authority and, 218
Honduran trans-isthmus plans and, 

145
new economies and, 2

capital asset pricing model (CAPM), 
162

capitalism. see also big-state 
capitalism; financial capitalism

Braudel, Fernand, on, 4, 74–75
circulation of capital and, 76
historical small-state, 154, 160
long-distance trade and, 75
Marx’s vision of, 75–76
repressed, 235
from small- to big-state, 9, 261–262

CAPM (capital asset pricing model) 
see capital asset pricing model 
(CAPM)

Carnegie, Andrew, 222
Carnegie Corporation, 226
Carnegie Mellon University, 125
Carret, Philip, 152–153, 170
cartels, 149, 211
Carter, Jimmy, 277
Carville, James, 136, 269
Cash and Control 

as bulwarks of autonomy, 279
in global economy, 60
as hedge against uncertainty, 6, 23, 

59–61, 282
Level One and, 191
at national level, 60
in normal versus extreme times, 7
OpenVision Technologies and, 115
OpenVision Technologies/VERITAS 

merger and, 115
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self-insurance and, 142
since Crisis of 2008, 281–282
state-level policy formulation and, 

260
Three-Player Game and, 234
trust bubble and, 148, 152

cash flow 
capital market environment and, 

185
corporate happiness and, 95
forms of finance and, 158
international balance of payments 

and, 260
time to reach positive, 96, 111, 120

Catchings, Waddill, 249
Cavendish, William, 223
Cavendish Laboratory, 223
Chancellor, Edward, 167, 182
Chandler, A. D., 151, 195–197, 199, 

222
Chandler, Lester, 157, 253
Chase Econometrics, 34
Chemical Fund, 26, 27
Chernow, Ron, 18
Chevrolet, 200
China 

after Crisis of 2008, 268–269
clean-tech innovation in, 278
foreign exchange reserves of, 6
intellectual property rights in, 281
mercantilism of, 60, 280
Schumpeterian waste in, 260
state subsidy of innovation in, 280

Chuang, Alfred, 119, 120, 125–127, 
128 see also BEA Systems

Churchill, Winston, 239, 243–245
CICS (Customer Information Control 

System), 122, 125
Cisco, 59
Citibank, 66
City of London, 67, 80, 147
City of London, The (Kynaston), 140
Civil Aeronautics Board (US), 196
Civil War (US), 143, 195–196, 220, 

221
Civilization and Capitalism (Braudel), 

74
Clay, Henry, 214, 217, 218, 219
clean technology, 88, 278
CLECs (Competitive Local Exchange 

Carriers), 190

client–server computing. 
see also distributed computing

IBM and, 125
OpenVision and, 109, 118
proving ground for, 43
research for BEA and, 119,  

120–121
SHL and, 103
at Sun Microsystems, 118
versus mainframes, 109

climate change, 276, 277
Clinton, Bill, administration, 136,  

270
Clinton, DeWitt, 189, 193
cliometrics, 198–199
COBOL programming language, 228
Cochrane, John, 269 n. 24
Colbert, Jean-Baptiste, 213, 218
Cold War, 20, 41, 41 n. 14, 230
Coleman, Bill. see also BEA Systems

author’s first meetings with, 
117–118, 129

formation of BEA team and, 119
insights of, 118
pre-BEA career of, 117, 121, 130
Tuxedo and, 125, 128
WebLogic and, 127, 128

COMDEX trade show, 118
communications sector see ICT sector
Compagnie des Indes, 139
compensation 

agency problem and, 109
equity-based, 105–107
one-way, 163
shifts in modality of, 102
SHL and, 104

competition see also cartels and trusts
imperfect, 256
in railway building, 196–197
state intervention and, 211

Competitive Local Exchange Carriers 
(CLECS) see CLECs

Compton, Karl, 226
Computer Associates, 101
computer networks 

dotcom/telecom bubble and, 193
financing of exploration and, 187
OpenVision and, 113
operating systems for, 118
at SHL Systemhouse, 103
valuation of companies and, 187
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computer technology see also client–
server computing; computer 
networks; distributed computing

in 1980s, 42–43
author’s discovery of, 34, 39, 

262 n. 13
author’s self-education in, 43–47
best technology losing in, 94–95
cloud computing and, 282
cross-licensing of patents and, 41, 

280
customer satisfaction with, 48
from defense to commercial 

applications of, 229
disk-drive battle and, 93
first leveraged buyout in, 94
government investment in, 39–42, 

73, 90, 227–230
as horizontally layered industry, 43
JAWS war and, 94
open standards in, 43, 107, 228
overabundance of, 93, 112, 120
paperwork crisis of 1960s and, 66
PC revolution and, 61
profit margins in, 42, 43, 119
second sourcing and, 41
super-bubble and, 165–166
transformational function of, 38
US Department of Defense and, 73, 

227
US versus European approach to, 

230
vertical integration and, 42
word processors and, 62, 64

ComSat, 192
Conant, James, 226
Connors, Tom, 106, 106 n. 4
Constitution (US), intellectual property 

rights in, 216
Control Data, 42, 113
Controlled Materials Plan, 25
Cooper, Richard, 264
Corning, 190
corporate finance see finance
corporations, US social economy and, 

224
corruption, 219–220, 235, 260, 279
Council of Economic Advisors, 

253–254
Covad, 190–193

Crash of 1857, 143, 196, 199
Crash of 1929, 

versus banking crisis of 1931–1933, 
207

boom industries and, 201–202
equity bubbles and, 157
later bubbles and crashes and, 16
old Wall Street and, 17

Crash of 1987, 159
crashes see bubbles and crashes; 

specific crashes
Cravath, Swaine and Moore, 52
Cray Research, 32
creative destruction 

versus efficiency, 2
Innovation Economy and, 257
“perennial gale of,” 226
recurrent waves of, 205, 211
trial and error and, 30

credit see also credit default swaps
business cycle and, 157–158
manias and, 156–158
money and, 160
necessity of, 4
speculative excess and  

system of, 84
Volcker credit crunch and, 48

credit bubble of 2004–2007, 58, 151, 
206–207

credit default swaps 
as capstone of modern finance 

theory, 163
as failed hedge against uncertainty, 

58
insurance versus, 164, 207
as misleading term, 164
popularity of, 164
reduction of reserves and, 164
securities underlying, 164

Credit Mobilier, 143, 220
Crisis of 1847, 143
Crisis of 2008, see also super-bubble

accounting practices and, 163
big-state capitalism and, 159–161
central bank intervention and, 142
consequences of, 166–177, 266
contributing elements of, 166
derivatives and, 161
Financial Instability Hypothesis  

and, 69
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global economic behavior following, 
281–282

Great Depression and, 16
information asymmetry and, 

141 n. 18
institutional revolution and, 66
J. P. Morgan Chase and, 6, 60
limits of state action and, 236
literature on, 156, 171
market failure and, 232–235
market fundamentalism and, 262
misreading of, 266
modern finance theory and, 161–165
politics following, 277
repeal of Glass-Steagall and, 161
state rescue and, 23
stimulus and austerity after, 

267–272
subprime mortgages and, 166
super-bubble preceding, 153–155
Three-Player Game and, 161
Treasury dogma and, 269 n. 24

crowd-sourcing, 85
Curb Exchange, 149, 202
Customer Information Control System 

(CICS) see CICS

Daimler, 147
Daisy Systems, 49, 52, 53, 98
DARPA (Defense Advanced Research 

Projects Agency) see Defense 
Advanced Research Projects 
Agency

Darwin, Charles, 223
Data General, 49
Data Resources, Inc., 34
Davidson, Paul, 16 n. 5
Davis, Cary, 120
de Castro, Ed, 49
Debreu, Gerard, 58, 161 

see also Arrow-Debreu model
debt see also deficits, fiscal

British repayment of, 271
collateralized debt obligations and, 

165
lenders of last resort and, 22, 141, 

143, 161
and national economic expansion, 

271–272
quantitative easing and, 268

in relation to money supply, 160
turn-of-millennium rise in, 154
US repayment of, 272

DEC (Digital Equipment Corporation) 
see Digital Equipment 
Corporation

decoupling of investment from return 
BEA Systems and, 131
bull markets and, 144
corporate funding of innovation 

and, 273
credit bubble of 2004–2007 and, 

207
Innovation Economy and, 1–3
invention and innovation and, 223
new networks and, 189
rationale for state investment and, 

230
speculation versus enterprise and, 

182
state financing and, 273–274
US Defense Department research 

and, 230
as vehicle of economic progress, 186

decoupling of price and value 
BEA Systems and, 131
bull markets and, 144
finance theory and, 170–174
high-frequency trading and, 172
Innovation Economy and, 1–2
Keynes’s beauty contest and, 

177–178
limits of arbitrage and, 170–171
myth of efficient markets and, 166
Prospect Theory and, 173
speculation and, 152
trader disagreement and, 176–177
trading volume and, 176
trust bubble and, 150–151

Defense Advanced Research Projects 
Agency (DARPA) 

costs of decoupled from return on, 
273

internet and, 228
speech recognition technology  

and, 47
Sputnik launch and creation of,  

227
Defense Department see US 

Department of Defense
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deficits, fiscal 
after Crisis of 2008, 269
in Depression-era Britain, 252–253
in Depression-era US, 250, 253–254
inflation and, 243–244
Keynes on, 237–238, 242
public works and, 242
stimulus spending and, 244, 260
in stressed economy, 159
super-bubble and, 159
tax cuts and, 270
taxation and, 245–247
wasteful boondoggles and, 260

Defoe, Daniel, 137, 167
DeLong, Brad, 170, 197–198, 199, 

234 n. 7
demand, elasticity of (see also 

Elasticity of demand) 264
democracy, globalization and, 235
Deng Xiaoping, 235
Depression see Great Depression
deregulation of capital markets, 22
derivatives. see also credit default 

swaps
credit bubble of 2004–2007 and, 

207
Crisis of 2008 and, 141 n. 18, 151, 

161
exclusion of from regulatory 

oversight, 161
finance theory and, 162–163
as hedge against uncertainty, 58
historical bubbles and crashes and, 

137–138
legitimization of, 162–163
speculation and, 151
too big to fail and, 22

Devil Take the Hindmost (Chancellor), 
167

Dexter Corporation, 57
Diasonics, 144
digital economy 

BEA Systems and, 117
intellectual property rights in, 280
as new economy, 214, 276, 282
protocols of, 277
US Defense Department and, 213
venture capital and, 39

Digital Equipment Corporation (DEC), 
42, 43, 49

Digital Subscriber Line (DSL) see DSL 
technology

Dillon, Clarence, 19, 24
Dillon, Read (investment firm), 18, 

24, 65
Dimon, Jamie, 6, 60
distributed computing. see also client/

server computing
IT revolution and, 95, 119, 165, 275
research for BEA and, 120, 132
rise of, 110
service-oriented architecture and, 

129
on Wall Street, 165

DLJ (investment firm), 20
Dobbin, Frank, 206
Donaldson, Bill, 20
Dosi, Giovanni, 169, 258–259
dotcom/telecom bubble 

author’s recognition of, 115
BEA Systems and, 128–129, 

130–131
consequences of, 86, 206
Covad and, 189–192
Federal Reserve validation and, 23
finance theory and, 173–177
Global Settlement and, 51 n. 24
Great Depression and, 16
Greenspan Put and, 160
ingredients of, 186
Innovation Economy and, 84
IPO market and, 84
Julian Robertson and, 171
new economy and, 198
OpenVision/VERITAS and, 115–116
post-bubble equity markets and, 85
post-bubble reporting requirements 

and, 85
as precursor to Crisis of 2008, 154
precursors of, 189
research and development boom 

and, 184
termination of, 175
TSI International and, 99
valuation of start-ups and, 127
venture capital and, 81, 82–83, 230
Warren Buffett and, 171

Dow Jones Industrial Index, 21
Dragon software, 48
Dred Scott decision, 220
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Drew, Daniel, 196
Dreyfus, H., 46
Dreyfus, S. E., 46
DSL technology, 191
DSSW challenge to efficient markets, 

170
Duflo, E., 169 n. 26
Dun & Bradstreet, 98
Dunlop Rubber Company, 147
DuPont 

F. Eberstadt & Co. and, 26
plastics and, 9, 88
science and technology at, 223
strong central office and, 222

Dutch tulip mania, 137–138
Dyson, Esther, 108, 123

EAC (Economic Advisory Council, 
Great Britain) see Economic 
Advisory Council

East India Company, 137
Eatwell, John, 185
eBay, 188, 198
Eberstadt, Ferdinand. see also F. 

Eberstadt & Co.
author’s relationship with, 25
baby blue chips and, 26, 53
deal business and, 91
death of, 26
as dictatorial, 26
founding of F. Eberstadt & Co. by, 

24
refinancing of German industry and, 

24
wartime and postwar service of, 25

Eberstadt and Company see F. 
Eberstadt & Co.

Eberstadt Report, 25
Eccles, Marriner, 251
Eckstein, Otto, 34
econometrics 

agent-based simulation models 
versus, 38

author’s discovery of computers and, 
262 n. 13

cliometrics and, 198
database problem and, 36
Keynes’s objection to, 34–36
practical promise of, 34
structural problems with, 35–36

various models of, 34, 36
Economic Advisory Council (EAC, 

Great Britain), 245–247
Economic Consequences of the Peace, 

The (Keynes), 241
economics. see also Keynesian 

economics; neoclassical economics
agent-based simulation models in, 

36–39, 259
classical, 76
Crisis of 2008’s effects on, 166
disagreement models in, 174
evolving discipline of, 16
market fundamentalism in, 262
microfoundations and Lucas 

Critique in, 263
move toward quantitative analysis 

in, 13
need for integrated models of 

financial economy and, 267
politics and, 212
war of the two Cambridges and, 15

economy, global 
asymmetry of power in, 260
Crisis of 2008 and, 141, 268
Great Moderation and, 154

Economy Act of 1933 (US), 249
ECsoft, 98–101, 102
EDI (electronic data interchange), 98
efficient markets 

versus creative destruction, 2
credit default swaps and, 164
deregulation of capital markets and, 

22
information and, 182
public works and, 279
shattered assumption of, 166
theoretical challenges to, 167–170, 

205
tolerance of waste and, 257
transactional versus informational 

efficiency in, 22, 63,  
85, 172

as virtue of economics, 256
Efficient Market Hypothesis (EMH), 

29, 167–169, 179
Eichengreen, Barry, 14 n. 2, 267
elasticity of demand, 264
Electric Lighting Act of 1882 (Great 

Britain), 145
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electrification 
Brush Boom and, 145–148
commercial development and, 

188–189, 201
financing of, 186, 201

electronic data interchange (EDI) 
see EDI (electronic data 
interchange)

electronics boom of 1960s, 153
Electrophone Company (London),  

187
El-Erian, Mohamed, 281
Ellison, Larry, 113
EMH (Efficient Market Hypothesis) 

see Efficient Market Hypothesis
Employee Retirement Income 

Security Act (ERISA) see ERISA 
regulations

EMW Ventures, 92
Encina, 125
“Endogenous Growth and Cycles” 

(Stiglitz), 185, 257
energy crisis see oil shock of 1973
Engine not a Camera, An (MacKenzie), 

162–163
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