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Abstract 

April 30, 2024, marked fifty years since the end of the Nixon Administration’s Economic Stabilization 
Program (1971–74), the last full U.S. wage-price control regime. George Shultz helped launch, 
manage, and end the program, highlighting its life cycle: initial dependence on government 
agencies, later reliance on private-sector information, and eventual political pressure for removal. 
Cooperation collapsed as mandates conflicted, triggering institutional “creative destruction.” As an 
executive entrepreneur, Shultz and the Cost-of-Living Council advanced supply-side policies that 
challenged agencies, exposed inflationary practices, and enabled the ESP’s termination—offering 
a key case for Public Choice and agency-life-cycle theories. 
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1. Introduction 

April 30, 2024, marked fifty years since the end of the Economic Stabilization Program 
(ESP), the last major U.S. wage-price control initiative. When the Nixon Administration 
adopted controls in 1971, George Shultz—central to designing and managing the ESP—
understood their temporary nature. At Camp David he assured President Nixon: “Don’t 
worry about getting rid of it—labor will do that for you” (Safire 1975, p. 516). His later 
reflections offered a broader explanation for the failure of such programs: new policies 
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disrupt existing arrangements, reveal hidden interconnections, and generate political 
reactions that can destroy the very programs that trigger the disruption (Shultz & Dam 
1977, p. 67). 

Because the ESP was new, expansive, and designed to work itself out of existence, it 
revealed how agencies depend on one another and how those dependencies evolve. 
Initially, the control agencies relied heavily on existing departments for staff, information, 
and policy support (Section 1). As the ESP built direct links to the private sector, these 
dependencies shifted (Section 2). Increased private-sector interaction gave the agencies 
operational autonomy but also heightened conflict (Sections 3–4). Shultz and the Cost-of-
Living Council ultimately advanced supply-side alternatives that challenged other 
agencies’ inflation-related policies (Section 5), hastening the ESP’s termination (Section 6) 
and generating institutional “creative destruction” (Section 7). 

Shultz’s entrepreneurial management illustrates how agency competition unfolds and 
why comprehensive wage-price control agencies tend to collapse—clarifying both the 
insights and limitations of contemporary theories of agency evolution and termination. 

Section 1. Resource Dependence 

When Nixon announced the Economic Stabilization Program (ESP) on August 15, 1971, 
the Cost-of-Living Council (CLC)—its governing body—had no staff, budget, or 
communication channels. George Shultz, acting as a public entrepreneur (Roberts 1992), 
rapidly assembled the institutional foundations by leveraging his authority as Director of 
the Office of Management and Budget (OMB). He knew where cooperation could be 
found; of the IRS he observed, “To its everlasting credit, the IRS is one bureaucracy not 
disposed to seek an enlargement of its jurisdiction” (Shultz & Dam 1977, p.  83). 

Within days, three agencies provided the personnel and resources—funded from their 
own budgets—needed to launch the program: 

1. Office of Emergency Preparedness (OEP): 230 workers and expertise in 
stabilization planning. 

2. Internal Revenue Service (IRS): 2,000 workers with compliance and accounting 
skills. 

3. Agricultural Stabilization and Conservation Service (ASCS): 2,850 county offices 
offering national reach (Weber 1973, pp. 24–27). 

Shultz appointed Arnold Weber as CLC director. Weber immediately faced funding 
problems: “No appropriations were available… modest amounts could be extracted, but 
commandeering large sums was likely illegal” (Weber 1973, p. 88). Soft budget behavior 
(Kornai et al. 2003) emerged as Shultz used OMB flexibility to ease these constraints. ESP 
officials learned to creatively procure resources; Don Wortman, a Phase II official, recalled 
authorizing staff to seize needed equipment directly from other agencies (Satterthwaite 
1975, 331). Improvised procurement quickly became routine. 
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Formal appropriations for Phase II agencies arrived only in December 1972 (PL 92-210), 
just a month before many agencies were abolished. Early ESP behavior therefore 
contradicts the budget-maximization model (Niskanen, 1971): budgets were constraints, 
not objectives. Agencies valued the temporary authority, visibility, and policy influence 
gained by joining the ESP. 

Dependence on other agencies, however, compromised ESP autonomy. Weber described 
sharp divides between representatives of “constituent-oriented” agencies (Commerce, 
Agriculture, Labor), who defended their clientele, and “central agencies” (OMB, Treasury), 
who pushed for stricter control (Weber 1973, 30). Rapid ESP decision-making invited rival 
agencies to pursue “quick fix” rulings that preserved their mandates—classic bureaucratic 
inertia (Congleton, 1982). 

Thus, resource dependence produced early cooperation but showed the seeds of conflict. 
Communication with existing agencies developed far faster than links to Congress, the 
President, or the public. Initially the ESP resembled a subordinate division within a larger 
conglomerate—an arrangement that would shift once it began interacting directly with 
the private sector. 

Section 2. Dependence on Private Interests 

Experience with Phase I wage-price controls showed that freezes created inequities if 
extended too long and required limited staff (USJEC 1971, p. 243; Stein, 1984, p.  182). 
For Phase II, Shultz recruited Donald Rumsfeld to lead the CLC. Although skeptical of 
controls, Rumsfeld was persuaded to commit to short-lived programs, emphasizing 
leadership that would prevent permanent bureaucracy (Rumsfeld, 2011, p. 140). 

To maintain flexibility, Phase II was staffed with detailers borrowed from other agencies. 
These temporary employees could be returned “with the stroke of my pen,” creating a 
transient workforce dependent on their home agencies. Agencies fulfilled quotas, though 
often supplying less-valued employees (Satterthwaite, 1975, p. 328). Detailers expanded 
networks by recruiting acquaintances, creating cross-agency connections that reduced 
internal secrecy while avoiding the costs of new hires. 

To secure labor cooperation, Shultz established two nominally independent bodies, the 
Price Commission and Pay Board, whose autonomy persuaded the AFL-CIO to participate. 
Real control, however, remained with the CLC, which could exempt sectors from 
regulation and override opposing policies (Satterthwaite, 1975, p. 36, pp. 84–86). Cabinet 
secretaries were removed from the CLC, replaced by Rumsfeld, Herbert Stein, Dick 
Cheney, and John Dunlop, ensuring tight oversight. Attempts by the Price Commission to 
develop independent policies such as industry mapping by Robert Anthony and Stanford 
Research Institute—were ignored (Grayson, 1974, p. 177). 

Administrative and technological demands strained the agencies. Reporting systems were 
built before policies were finalized, leaving the Price Commission reliant on manual 
processing. ITT failed to automate the Pay Board system; a second contractor succeeded 
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only by mid-1972 (USDOT, 1974, pp. 506–511). These failures highlighted limits of private 
sector contracting for complex, evolving regulations. 

Direct interaction with firms created a functional symbiosis: regulators relied on private-
sector information to design workable rules, while firms influenced policy to fit industry 
practice (Peltzman, 2022). Credibility concerns further aligned policy with business norms 
(Schelling,1982, pp. 77-80; Taylor,1982, pp. 81-85). One innovation, Term Limited Pricing 
(TLP), allowed firms to report average price changes across product lines, easing 
administrative burdens and shifting design toward industry preferences—a bottom-up 
regulatory adaptation consistent with lobbying research (Klüver, 2012, pp. 491-510; 
Beyers & Arras, 2020, pp. 573-598). 

As Shultz later observed: “Controls reshape the environment to which they are applied. 
Public and private actions continuously interact” (Shultz & Dam 1977, p. 67). The ESP 
demonstrates lifecycle dynamics driven by external dependencies—shifting from 
government agencies to private firms—altering incentives, capacity, and ultimately the 
sustainability of wage-price controls. 

Section 3. Devolution of Dependence on Other Agencies 

The Economic Stabilization Program (ESP) grew increasingly entangled with other federal 
agencies, but the nature of this dependence evolved unevenly. The Phase-I lead agency, 
the Office of Emergency Preparedness (OEP), collapsed abruptly— “like the proverbial 
one-hoss shay.” OEP’s role ended on the ninetieth day of Phase I, and the agency soon 
disappeared, showing that accumulating mandates does not necessarily strengthen an 
agency. 

The Price Commission’s relationship with the IRS followed a different path. Initially 
essential for enforcing price controls, the IRS later expanded its role beyond Phase I. The 
Commission could sit in ongoing audits but lacked access to proprietary company data. 
Firms exploited differences in IRS interpretations to “shop” for favorable rulings, often 
contradicting ESP intentions. In response, the Price Commission built an internal 
compliance unit to bypass IRS bottlenecks. 

The Pay Board also relied on the IRS to process exception requests, but this arrangement 
quickly broke down. Guidance was inadequate for both the public and IRS officers and Pay 
Board staff were discouraged from consulting field IRS personnel to avoid undermining 
the National Office. Files shuffled back and forth unresolved, producing administrative 
paralysis. 

ESP agencies also depended on statistical and regulatory bodies, including the SEC, BLS, 
and Department of Agriculture—for baseline and ongoing data critical to evaluating the 
program’s impact. These interactions were frequently strained. Shultz, former Secretary 
of Labor, clashed with BLS Commissioner Geoffrey Moore, contributing to Moore’s 
resignation under White House pressure for politically cooperative data (Burns diary). 
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Other agencies raised policy concerns. The Antitrust Division feared that controls could 
foster collusion. Deputy Assistant Attorney General Walker Comegys warned that Phase-
II ceilings might create “umbrellas” for inefficient producers and cautioned against joint 
industry presentations to the Price Commission, signaling that antitrust oversight was 
essential to prevent anti-competitive behavior. 

As ESP agencies increasingly interacted directly with the private sector—reviewing filings, 
issuing rulings, and enforcing compliance, their dependence on other agencies naturally 
declined. Yet this devolution of dependence unfolded differently for each agency, shaped 
by institutional tensions, political pressures, and the evolving demands of program 
implementation. 

Section 4. Entrepreneurial Nudge to the Public Interest 

Early regulatory capture theory suggested regulators were trapped between producers 
seeking rents and diffuse consumers (Stigler, Peltzman, Dal Bó, Posner). The ESP agencies 
inverted this dynamic, compelling sellers to hold down prices and transferring rents to 
buyers—a setup likely to shorten the agencies’ lifespan. The speed of collapse depended 
on how quickly buyers and sellers perceived the distributional effects. 

By mid-Phase II, inflation was rising and rent distribution created contention. Labor 
realized strict wage controls combined with lenient price controls and exemptions for 
interest and dividends disadvantaged workers. Most labor representatives, except 
Teamsters leader Frank Fitzsimmons, walked off the Pay Board within six months. The 
broader public was slower to react. 

Compliance burdens accelerated dissatisfaction. The temporary ESP staff were largely 
early-career detailers returning to other agencies, think-tanks, or academia. Energetic and 
zealous, they sometimes overreached, leading to the “Piggly-Wiggly” incident. The 
grocery chain exceeded allowable profits; the Price Commission ordered a rollback and 
publicized the case. Small businesses complained to Congress about matching the cuts. 
The Commission responded with treble damages, publicized non-compliance, and tighter 
reporting, prompting firms to bypass direct contact with the ESP in favor of lawyers, trade 
associations, and lobbyists. Other agencies bundled their criticisms with industry 
complaints. 

Political and bureaucratic pressure reached the White House. Rumsfeld recalled senior 
advisers calling with concerns, contributing to his departure. CEA Chairman Herbert Stein 
was inundated by businesses seeking exceptions, noting the system gave staff a 
dangerous sense of power. Meanwhile, the Price Commission monitored potential 
improper closeness between regulators and industry, creating units and dummy 
corporations to detect corruption. No wrongdoing emerged, but internal mistrust grew. 

Shultz aimed to end the controls. He opposed domestic wage-price controls and sought 
to terminate international price controls linked to the gold standard. By late 1972, with 
the dollar floating freely, domestic controls had lost political purpose. Shultz, Stein, and 
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Rumsfeld formed the “C-8 group” to design Phase III, holding confidential meetings with 
labor and business leaders to gauge support for decontrol. Leaks revealed these 
discussions, and by late 1972, the Wall Street Journal reported potential reforms to 
streamline the system and reduce economic drag. 

These leaks thrust the issue into national debate, transforming Shultz, Stein, and Rumsfeld 
into internal policy entrepreneurs. Unlike external entrepreneurs, they risked political 
backlash and presidential disapproval. Both risks materialized: their proposals met 
resistance, and the Administration’s final decisions diverged from their preferred 
approach, illustrating the tension between entrepreneurial initiative and bureaucratic 
and political constraints. 

Section 5. Creative Destruction 

On January 11, 1973, Price Commission and Pay Board employees were abruptly informed 
that their agencies no longer existed. This sudden dissolution marked the first major act 
of creative destruction within the Economic Stabilization Program (ESP). One senior Price 
Commission manager described the transition: 

“That was God-awful… an arrogant group of people came over here—moved people out 
of offices, told them to take Grayson’s picture down… Little secretaries telling other 
secretaries, ‘You people think you’ve been top dog… Now we’re going to be top dogs.’ It 
permeated the atmosphere, and for old managers like me, it was a supreme test to keep 
some team spirit going” (Satterthwaite, 1975, pp. 337–38). 

Rumsfeld, former director of the Cost-of-Living Council (CLC), had already left. After 
Nixon’s 1972 reelection, the President requested cabinet resignations. Rumsfeld 
informed Shultz of his desire to exit, and Shultz, backed by Kissinger, arranged his 
reassignment to NATO (Graham, 2009). With Phase III, Shultz and Stein were the only 
senior figures positioned to face political fallout. 

Their vulnerability became evident when Shultz publicly announced Phase III. William 
Walker, CLC General Counsel, recalled: 

“It was a disaster… he characterized Phase III as ‘voluntary.’… The clear message, which 
journalists communicated, was that controls were lifted, and prices were free to rise” 
(Walker, 2011). 

The New York Times headline— “MANDATORY WAGE-PRICE CONTROLS ENDED”—
triggered a stock market drop and inflation fears. Nixon replaced Shultz with John Dunlop 
as CLC Director, though Dunlop was aligned with Shultz’s policy network. Shultz, at 
Treasury, remained influential. 

Congress responded with March 1973 hearings by the Joint Economic Committee (JEC) on 
“The Cost of Living” (USJEC, 1973). Early oversight was unusual, but the ESP’s rapid self-
dismantling warranted scrutiny. Senators from both parties concluded Phase III had been 
imposed prematurely (USJEC, 1973, p.  42, p. 103). 
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Was Shultz shirking? The answer depends on perspective. Congress had granted the ESP 
sweeping authority in the 1970 Economic Stabilization Act: 

“To stabilize the economy, reduce inflation, minimize unemployment, improve the 
Nation’s competitive position… and protect the purchasing power of the dollar.” 

These broad objectives overlapped with many agencies’ responsibilities. Downs (1967) 
highlighted how such “policy space” creates friction when multiple agencies occupy the 
same territory. The ESP became a competitive arena where senior officials acted as 
executive entrepreneurs, disciplining or eliminating overlapping mandates. 

Congress also gave the President vast powers over wages, prices, rents, salaries, 
dividends, and interest, with few procedural constraints. The result: overlapping 
jurisdiction, improvisation, and opportunities for executive entrepreneurship. As one 
Price Commission administrator noted: 

“We had to take things in hand… a whole series of little moves to get authority” 
(Satterthwaite, 1975, p. 322). 

Rigby (1979, p. 458) concluded Congress failed to provide a coherent structure or clear 
guidelines. Weber (1973, p. 5) suggested the Act was designed to embarrass the 
administration by granting sweeping powers without procedural guardrails. From this 
view, Congress, not Shultz, was shirking. The resulting void created opportunities for ESP 
leaders to terminate their own agencies, contradicting classic bureaucratic models where 
officials seek budgets, prestige, or slack (Migue et al., 1974; Niskanen, 1971; Ostrom, 
1998; Tadelis, 2002). 

By early 1973, inflation was rising. Agencies blamed each other and avoided responsibility. 
Shultz’s team innovated a competitive strategy rooted in early supply-side policy. From 
the ESP’s inception, the CEA and Shultz promoted policies to increase production—
investment tax credits, accelerated depreciation, and sector-specific reforms. Rumsfeld’s 
Program Development staff pursued similar aims, and the Price Commission analyzed 
supply-oriented solutions during Phase II. 

In Phase III, these efforts crystallized. The CLC formed ad hoc groups to respond to sectoral 
price spikes, building coalitions across agencies to pressure those obstructing supply 
expansion. They joined or initiated efforts to eliminate fair-trade laws, weaken the 
Robinson-Patman Act, reduce Buy American requirements, relax Davis-Bacon rules, 
remove transportation and acreage restrictions, lower tariffs, and adjust agricultural 
quotas. Rising food and lumber prices prompted advocacy for releasing grain stocks, 
increasing acreage allotments, ending meat import quotas, and reducing export subsidies. 
Aluminum stockpile releases in 1973–74 softened price spikes, though agencies 
accommodating such actions feared alienating constituents. 

Shultz’s sharpest maneuver was forcing the issue into the open through Congress. During 
the 1973 JEC hearings, the CLC and CEA publicly detailed supply-side proposals and 
revealed how other agencies’ policies obstructed inflation control. Dunlop testified that 
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Phase III’s major challenges arose in sectors dominated by supply problems and noted the 
CLC monitored 25 industries (USJEC, 1973, pp. 44–45). Other agencies remained silent, 
fearing blame or political backlash. 

Shultz further exposed contradictions in agency policies and congressional mandates, 
including those of the ESP itself. By publicly revealing dysfunctional administrative 
architecture, he accelerated the demise of his own institutions. This episode stands as a 
rare example of executive entrepreneurship deliberately fostering “creative destruction” 
within the federal bureaucracy. 

Section 6. Selective Behavior After Breach of Trust 

Shultz’s abrupt departure from the Economic Stabilization Program (ESP) marked a pivotal 
turning point. By early 1973, Congress had grown frustrated with enforcement. Although 
controls were reauthorized for another year, it directed the Government Accountability 
Office (GAO) to investigate ESP enforcement. The GAO’s findings were damning: of the 
$414,485 in civil penalties the Cost-of-Living Council (CLC) claimed to have collected, 
$305,900 was overstated. Both the CLC and the Department of Justice acknowledged a 
preference for administrative compliance over prosecution, prioritizing voluntary 
adherence even when violations were known. The GAO warned that inadequate 
enforcement records undermined the agency’s ability to ensure compliance, prompting 
the CLC to assign staff to review unresolved cases (Staats, 1974, pp. 2–4). 

Weak enforcement extended beyond the ESP. The Federal Energy Agency, a sister 
program, faced similar issues (Rycroft, 1978). These failures amplified congressional 
criticism of Phase III’s decontrol decision, fueling momentum for re-imposing a freeze. 
Nixon opposed a new freeze but lacked an internal advocate; Shultz, arguably the 
administration’s most influential economist (Stein, 1984, p. 145), opposed reinstating 
controls. 

Earlier, Secretary of Treasury John Connally had secured Phase I’s adoption (Stein, 1984, 
p. 163). By 1973, however, Connally had left office. When Nixon sought his support, he 
hoped Connally would endorse a new freeze to demonstrate presidential decisiveness. 
Connally agreed reluctantly, believing it a mistake, and declined an offer to replace Shultz 
as Treasury Secretary, unwilling to cross Shultz’s network (Safire, 1975, p. 507; Connally, 
1993, p. 263). 

On June 13, 1973, Nixon announced a sixty-day freeze (Freeze II). Paradoxically, the 
speech endorsed many supply-side policies Shultz and Dunlop had championed—lower 
tariffs, releasing stockpiles, reducing agricultural price supports—while imposing the 
harshest controls. Federal Reserve Chairman Arthur Burns noted in his diary that Shultz 
planned to resign rather than defend the freeze: “He spoke bitterly… the decision to 
freeze was made four weeks ago and he was performing the function of the scapegoat” 
(Burns 2010, 106). Shultz recognized he was set up to bear blame for policies he opposed, 
exemplifying (Tullock, 1965, pp. 145–46) principle that executive officers often absorb 
fault for decisions imposed from above. 
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Reconstructing these events relies on memoirs and diaries, as real-time interactions were 
opaque. By June 1973, few understood the extent to which Nixon had lost control over 
his economic agencies. His inability to influence outcomes via appointments highlighted 
the power of the Shultz network. Connally refused to return to Treasury to avoid 
alienating Shultz, and other agency heads remained silent, further complicating Nixon’s 
efforts to enforce Freeze II. 

This episode illustrates (Breton & Wintrobe, 2008, pp. 30–46) theory of selective 
behavior: when a sponsor breaches trust, subordinates strategically reduce effort or 
cooperation. Nixon’s abrupt policy reversals and maneuvers around Shultz’s position 
constituted a trust breach. Burns’s refusal to defend the freeze and Shultz’s resignation 
exemplify selective withdrawal of effort, echoing Ostrom’s (1998) concept of relational 
breakdowns in institutional trust networks. 

Tullock (1965, p. 176) predicted that when agencies sabotage implementation, sovereigns 
attempt to bypass them with new bureaus. Freeze II’s headquarters, located at 2025 M 
Street (Siberia”), housed Phase II staff in isolation, with virtually no interagency 
cooperation. Unlike Phase I, which benefited from CLC coordination, cross-agency task 
forces, and presidential support, Freeze II functioned without collaboration. Agencies 
avoided involvement, unwilling to confront conflicting mandates or constituency groups, 
making the CLC a symbol of organizational sabotage. 

The GAO’s report reinforced this narrative, documenting systemic failures across 
repeated reorganizations. Reorganization rarely improves performance (Lim 2020), and 
the ESP exemplified this outcome. Breton and Wintrobe’s selective behavior theory 
predicts such inefficiency: repeated reorganizations erode trust between sponsors and 
subordinates, reducing effort and performance (2008, pp. 119–21). By Phase IV, 
enforcement across the ESP had steadily deteriorated, confirming the consequences of 
broken trust. 

Shultz’s resignation marked a transition from executive to policy entrepreneur. Outside 
government, he no longer commanded formal authority (Roberts 1992) but pursued 
coalition-building to advance policy innovations (Mintrom, 1997, pp. 738-770). His 
advocacy to end wage-price controls, though initially unsuccessful, shaped long-term U.S. 
policy: no major administration reinstated comprehensive controls after 1974. 

Shultz experienced multiple entrepreneurial cycles: first as an executive entrepreneur 
dismantling his own agencies, then as a policy entrepreneur promoting broader reforms. 
This iterative, opportunity-driven path resembles private-sector entrepreneurship 
(Baumol, 1993, p. 7, pp. 114–15) more than the linear models posited by Bernier and Hafsi 
(2007). 

Ultimately, the ESP’s final phase exemplifies selective behavior, trust breakdowns, 
bureaucratic sabotage, and entrepreneurial adaptation. Freeze II’s collapse was not 
merely a policy failure but a political and organizational one, driven by disintegrating trust 
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networks, eroding presidential authority, and strategic responses from key executive 
actors. 

Section 7. Decontrol and Doppelgängers  

John Dunlop, who directed Phase IV until the program’s end, lacked the entrepreneurial 
instincts that had defined George Shultz’s leadership of earlier phases. Shultz had 
aggressively recruited detailers and tapped broad networks of external expertise; Dunlop 
did not. Instead, he issued a strikingly candid CLC press release criticizing his own 
profession’s capacity to support his sector-by-sector decontrol strategy. As he explained, 
“only a few specialists…with working knowledge of institutional structures and the 
operation of various industries and markets” existed across academia, business, and 
government. This narrow intellectual base, he argued, severely constrained the 
generation of ideas needed to manage sectoral and structural inflation dynamics (Dunlop 
1973). Reflecting this skepticism, Dunlop declined to use the massive four-volume 
decontrol study prepared earlier for Phase II (Anthony, 1960, pp. 126-134 ) and refused 
to engage private consultants. 

Dunlop approached each major sector with a single bargaining chip: he could offer 
decontrol in exchange for an agreement by industry to maintain lower inflation rates 
(USDOT,  1974). Yet this bargaining environment was structurally weak. Once a sector was 
decontrolled, the government had limited means to enforce the agreed-upon restraint, 
and Dunlop’s threat to reimpose controls was not credible. The political environment, 
particularly the uncertainty surrounding reauthorization of the ESP, undermined the 
ability to make any promises stick. Knowing that controls might not be renewed at all, 
many firms remained silent, avoiding negotiations entirely. Their quietism reduced media 
visibility, diminished political support for continued oversight, and made it harder to 
attract or retain personnel within the regulatory apparatus itself. 

In 1974, Dunlop fought nearly alone to preserve the authority of control. As Business 
Week reported, he launched a “virtually one-man campaign” to convince Congress to 
renew the ESP before its scheduled expiration on April 30. But Congressional support—
already weakened by simultaneous opposition from labor and management—had 
collapsed under political pressures emerging from Watergate. Dunlop’s push failed, and 
Congress allowed the authority to lapse. 

What followed illustrated the institutional life cycle that Shultz had predicted for wage-
price control agencies (Shultz & Dam, 1977). The CLC’s staff of 800 rapidly shrank to about 
100 employees who were transferred to a new, quiet afterlife: The Office of Economic 
Stabilization (OES) housed in the Treasury Department. After the dramatic disappearance 
of the CLC that April, the OES lingered for only a few more months, fading out entirely by 
the end of 1974. 

Yet although the CLC vanished, its functions did not disappear entirely. Government 
agencies almost never die cleanly; instead, they leave behind what Lim (2021) calls 
“doppelgängers”—organizations that persist in altered or partial form. This was especially 
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true for the ESP. Congress absorbed key lessons from the controls experience, choosing 
to preserve the regulatory insights that had proved useful while abandoning the authority 
that had proved politically toxic. It granted the Ford Administration the ability to intervene 
in regulatory rulemakings, enabling the creation of the Council on Wage and Price Stability 
(COWPS). Between 1974 and 1981, COWPS participated in more than 300 proceedings 
across over 25 agencies, offering economic analyses that helped shape the emerging 
deregulatory movement (Meyer, 1982; Stanley et al., 2014; Winston, 1993). Even after 
COWPS itself was dissolved, many of its oversight functions migrated into the Office of 
Information and Regulatory Affairs (OIRA), which remains a central institution within OMB 
today. 

Doppelgängers emerged not only institutionally but programmatically. When inflation 
resurfaced with force between 1978 and 1980, the idea of wage-price guidance returned 
in voluntary form. But unlike Shultz’s Phase III program, these voluntary rules lacked the 
implicit threat of mandatory re-imposition. Without enforcement capacity or meaningful 
political backing (Meyer, 1982), the Carter Administration’s guidelines carried little weight 
and were broadly ignored by industry. 

Another doppelgänger arose in the realm of economic policy. The supply-side strategies 
that Shultz had begun developing within the Nixon Administration—initially through 
targeted industry-level decontrol and incentive reforms—reappeared in macroeconomic 
form in the Reagan Administration’s supply-side economics. Herbert Stein, who had 
worked closely with Shultz, even originated the term “supply-side fiscality,” the precursor 
to “supply-side economics,” in 1976 (Arenson,1981). In this sense, Reaganomics 
represented a macro-level reincarnation of the micro-level logic Shultz had applied a 
decade earlier. 

The creative destruction initiated by Shultz’s CLC also interacted with other institutional 
reforms unfolding simultaneously across the executive branch. A full accounting of these 
intersecting changes has only begun to receive scholarly attention. New approaches 
(Kalmenovitz et al., 2024) are needed to understand how transformations across multiple 
agencies can occur concurrently. Relative to the ESP, parallel reforms were reshaping the 
Office of Telecommunications (Wu, 2010), the Office of Economic Opportunity—where 
both Rumsfeld and Cheney had served before joining the ESP (Larochelle, 2024; Rumsfeld, 
2011)—and the Department of Transportation (Peltzman,2022). Together, these 
transformations suggest that the ESP was embedded within a broader reform wave, one 
whose institutional effects extended well beyond the formal life of the program. 

Shultz had argued that wage-price control agencies were destined for short life cycles. But 
establishing such a proposition requires a dynamic, testable theory of agency life cycles, 
one capable of explaining not only termination but also its shadow: re-creation. Here the 
problem of doppelgängers becomes central. Unlike the private sector, where creative 
destruction implies exit, government agencies often persist functionally long after they 
have disappeared formally. As the termination literature emphasizes, outcomes depend 
heavily on how “agency” and “termination” are defined (Peters & Hogwood, 1988; 
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Lewis,2002). Moreover, as the ESP demonstrates, termination events often involve 
intertwined patterns of reorganization, creation, and dissolution across multiple agencies. 

Still, because doppelgängers are fundamentally institutional re-creations, they offer a 
valuable mirror image for termination theory. If the determinants of agency death are 
political and structural—budget constraints, partisan alignment, presidential priorities, 
and turnover (Lewis, 2002; Carpenter & Lewis, 2004)—then the same determinants 
should shape agency re-creation. Identifying this symmetry could form the basis for a 
genuinely dynamic theory of administrative life cycles, one capable of explaining how 
political environments simultaneously extinguish some agencies while breathing life into 
their successors. 

Conclusion 

Shultz viewed each regulatory agency as evolving through stages of a life cycle; wage-
price controls inherently, with a short life cycle.  Navigating a landscape of agencies where 
competition forced constant attentiveness and adherence to congressional mandates, 
wage-price control agencies faced creative destruction when such mandates overlapped 
with those of other agencies. Interaction with other government agencies started 
cooperatively, deteriorated with mandate clashes, and ended in creative destruction.  The 
stages of the ESP agencies reflected the initial dependence on other agencies, growing 
dependence on the private sector, and finally rejection by the private sector. The Shultz 
entrepreneurship itself evolved from a turf-protecting executive entrepreneur to a policy 
entrepreneur who fought for the policy to end controls that took him right out of the 
Administration.  Peppering the above narrative are references to literature that is 
consistent with the ESP experience.  However, much of the literature modeling agency life 
cycles, growth, and termination has explored models that do not fit the ESP experience.  
Clearly, the ESP agencies could not be statically modeled as autonomous private firms, 
ignoring other agencies, insulated from the public, independent of overall governmental 
objectives, or isolated from entrepreneurial guidance-all important determinants of ESP 
dynamics. New techniques (e.g. Kalmenovitz et. al., 2024) will be needed to model the 
tectonics of Down’s (1966) multi-dimensional policy spaces, comprehensively portraying 
the cooperative, as well as the competitive interactions of agencies (e.g. Breton & 
Wintrobe, 2008, pp. 128-129).  

Peppering the above narrative are references to literature that is consistent with the ESP 
experience.  However, much of the literature modeling agency life cycles, growth, and 
termination has explored models that do not fit the ESP experience.  Clearly, the ESP 
agencies could not be statically modeled as autonomous private firms, ignoring other 
agencies, insulated from the public, independent of overall governmental objectives, or 
isolated from entrepreneurial guidance-all important determinants of ESP dynamics. New 
techniques (e.g. Kalmenovitz et. al., 2024) will be needed to model the tectonics of 
Down’s (1966) multi-dimensional policy spaces, comprehensively portraying the 
cooperative, as well as the competitive interactions of agencies (e.g. Breton & Wintrobe , 
2008, pp. 128-129).  
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Peppering the above narrative are references to literature that is consistent with the ESP 
experience.  However, much of the literature modeling agency life cycles, growth, and 
termination has explored models that do not fit the ESP experience.  Clearly, the ESP 
agencies could not be statically modeled as autonomous private firms, ignoring other 
agencies, insulated from the public, independent of overall governmental objectives, or 
isolated from entrepreneurial guidance-all important determinants of ESP dynamics. New 
techniques (Kalmenovitz et. al., 2024) will be needed to model the tectonics of Down’s 
(1966) multi-dimensional policy spaces, comprehensively portraying the cooperative, as 
well as the competitive interactions of agencies (Breton & Wintrobe , 2008,  pp. 128-129).  

Shultz believed Congress had learned a lesson from the wage-price control program. 
About the advisability of wage price controls, he said “They're terrible. So at least maybe 
we proved the negative.” The Shultz 50-year legacy of absence of comprehensive wage-
price controls in the U.S. comes with his added insight into government agency life cycles 
and his entrepreneurial evolution, demonstrating how to wage creative agency 
destruction. 
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