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assumption that the economy would work more efficiently if discretionary
price and wage decisions by powerful firms and unions were brought
more in line with the results that would be expected in competitive
markets. The original guideposts are set forth below in the language of
the Council.

EXCERPTS FROM THE 1962 STATEMENT ON GUIDEPOSTS

The general guide for noninflationary wage behavior is that the rate
of increase in wage rates (including fringe benefits) in each industry be
equal to the trend rate of over-all productivity increase. General accep-
tance of this guide would maintain stability of labor cost per unit of
output for the economy as a whole—though not of course for indi-
vidual industries,

The general guide for noninflationary price behavior calls for price
reduction if the industry’s rate of productivity increase exceeds the over-
all rate—for this would mean declining unit labor costs; it calls for an
appropriate increase in price if the opposite relationship prevails; and
it calls for stable prices if the two rates of productivity increase are
equal. ,

[Four speciﬁc modifications of the general guide were spelled out.]

(1) Wage rate increases would exceed the general guide rate in an in-
dustry which would otherwise be unable to attract sufficient labor; or
in which wage rates are exceptionally low compared with the range of
wages earned elsewhere by similar labor, because the bargaining position
of workers has been weak in particular local labor markets.

(2) Wage rate increases would fall short of the general guide rate in
an industry which could not provide jobs for its entire labor force even
in times of generally full employment; or in which wage rates are ex-
ceptionally high compared with the range of wages earned elsewhere by
similar labor, because the bargaining position of workers has been
especially strong.

(3) Prices would rise more rapidly, or fall more slowly, than indicated
by the general guide rate in an industry in which the level of proﬂts was
insufficient to attract the capital required to finance a needed expansion
in capacity; or in which costs other than labor costs had risen.

(4) Prices would rise more slowly, or fall more rapidly, than indicated
by the general guide in an industry in which the relation of productive
capacity to full employment demand shows the desirability of an out- .
flow of capital from the industry, or in which costs other than labor
costs have fallen; or in which excessive market power has resulted in
rates of profit substantially higher than those earned elsewhere on in-
vestments of comparable risk.




