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However, the Council’s analysis is based on so many erroneous
assumptions that the educational value of the guideposts is open to
serious question. There is little value to a program which educates
the public to believe that unit labor costs determine prices, that only
productivity determine wages, that real wages can increase at a uni-
form annual rate, that the general price level can be stabilized by con-
trolling increases in labor costs, or that levels of living can be raised
by 8 percent or more annually.

Moreover, educational goals stated in general terms is a far cry
from the establishment of annual objectives expressed in numerical
terms. The guideposts as used prior to this year, unfortunately,
created expectations of steady, annual increases in real labor income
at a 3.2 percent rate, or higher than is realistic and hence higher than
actually developed.

Moreover, such a steady increase in real income each year ignores
the fact that labor payments perform a rationing function as well as
provide a source of purchasing power.

Different rates of change in labor income are appropriate for
periods of recession than for periods of marked economic growth.
The failure of the guideposts to provide for these cyclical variations
is another weaknessthat usually isignored.

We would be better off with the termination of this experiment in
economic marksmanship. As a device to determine acceptable in-
creases in wages and guideposts and prices, the guideposts leave much
to be desired.

The implementation by persuasion has really had no administrative
base and appears to be a hit-or-miss affair. If the objective is to
overcome the market power of labor and business, the guideposts are a
very crude tool, since they seek to contain the exercise of that power in
a few instances rather than to attack it at the source.

If we desire to contain market power by business, the main instru-
mentality is the antitrust laws. Pressures on prices can also be
modified by the timing of Government spending programs, lower-
ing barriers to foreign trade and by sales from the stockpile.

It must be recognized that while the latter programs can be helpful
in stabilizing the prices of some products, they cannot stabilize the
general price level.

The e}imination of make-work practices and of restriction of mem-
bership in some unions, retraining, training, and mobility programs,
and repeal or modification of the Walsh-Healey Act and Bacon-Davis
Act could help reduce the pressures on the labor front, but there would
still remain the strong market power of the unions in many industries.

One difficulty is that problems may develop through small unions
strategically located as well as the giant unions which are the usual
targets for antimonopoly proposals.

The most constructive approach would require the mix of fiscal and
monetary policies which would restrict excessive expansion in the
economy, plus direct attacks on specific abuses of market power.

In the wage-price environment projected for this year, the guide-
posts can serve no useful purpose. On the contrary, they may



