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Speech Cards for Miami and Mongerey
Moy 19 + 2/

JOHNSON'S SOx*CALIED PROSPERIIY...

1, Flows from such ideas as cutting taxes when government is rumning a
deficit.

2. Possible for Kennedy and Johnson Administrations to adopt m highly
expansionist policies because ths Eisenhower Administration had wrung 4.1 the
inflationary pressuresmm out of the economy,

3. In 1965 everything changed because the economy became overheated,

a. Overheated because of snnual budget deficits, increases in the

money supply, substsntial increases in credit, and heavy spending on Great
Socidty programs and the Vietnam War,

be The Eisenhower "legacy” had run ocut,

2/ Cards for Miami and Mohterey

ECON_OMY OVERHEATED BUT...

1, Administration has adopted wait-and-see attitude

2, Administration admonishes Xix housewives, busine smen, and state and
local officials to cutixback on spending.

85 While Adninistration marks time, industry is plagued by shortagesafx
of skilled workers snd raw maderials, increases in overtime, and the need to
use obsolescent facilities and equipment.

EMAND, COSTS AND PRICES ARE GOING UP
1. Mmagers find wages and prices are being bid up; marginal machirery

has to be put into operation; overtime and maintenance costs are rising;
rate of productivity is falling off,

Digitized from Box D20 of The Ford Congressional Papers: Press Secretary and Speech File at the Gerald R. Ford Presidential Library



3/ Cards for Miami and Monterey

BOOM CARRIES WITH IT THEME S EEDS OF RECE S SION

l, This boom is no exception.
2. Ionger we wait to deal with it the more serious the consequences could be,

IEFICITS HAVEME BECOME A WAY OF LIFE WITH THE JOHNSON ATMINISTRATION

1, It's shocking to find this administration headed toward large deficits
at a time when the economy is overheated and runasway inflation of the pushcpull
varisty is more than just a threat,

2. Policy of chronic deficits can only lead to financisl disaster,

3. Prosperity in America does mot depend on deficit spending,

a, Had prosperity in 20's without deficits--had surpluses then.
be Had slump in 30's despite big deficit spesndinge.

L/ Speech 8ards £8r Miami and Monterey

GOVERNMENT AN ART BUT ALSO A BUSINESS

1., What think of a business that goes into red every year?
2., What think of division in a business that serves fewer psople each year
but keeps adding to its payroll?
a. That's Ag Dept, which has WS 20 per cent more employes todsy than
('—N
in 1960 slthough farm population has declined 20 per mmosnt since thene
b/ Ag mBemwss Dept, has 22 psr cent bigger budget for fiscal b

('—\
1967 than it MM had in 1960,



5/ Speech Cards for Miaml and Monterey

AIM'NS & CHIEF WEAPON AGAINST INFBATION HAS BEEN WAGE-PRICE GUIDEROSTS

1, The guideposts are notes really voluntazy--atéckpile dumping
threatened to blackmail such industries as steel and aluminum,

2, Government uses the guideposts to make villains of labor and management
and thus diverts attention from its own ; inflationary actions.

GUIDEPOSTS INEFFECTIVE WHEN INFIATION GATHERS ANY REAL F(R (B

1. Wholesale industrial price index has gone up 1.5 per # eent in last

six months--an annual rate of 3 per cent,
/\
2, The index mmiss covers rearly 2,000 items--and there's herdly a major

eategory wherg prices have not risen,

- = - T T = 4 (e s =

6/ Speech Gards for Mimmi and Monterey

AIM'N AIMOST CERTAINLY WON'T BE ABLE TO HOLD WAGE GUILEPOST AT 3.2% FOR '67--

le. The 3.2 per cent is umrealistic wage guidepost for '67 because of
all the consumer price rises,

2, Iit's not only unrealistic but unfair and unenforcesble, Could only
be called fair if prices were stable,

L S
CRITICISM OF WAGE-PRICE GUIDEPOSTS ¥ DOES NOT MEAN IMBOR AND MANAGEMENT SHOULD

IGNORE THE PUBLIC INTEREST=-

1, Labor and Management should consider public interest carefully =
whenever they make major decisionmf affecting wages and prices,

2/ But lasting assurance of price stabllity can come only from the

discipline of a free market and from the responsible actions of business and
labor leaders acting in atmosphere gemsrated by sound and impartial government,
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SPEECH BEFORE AMERICAN SOCIETY OF PERSONNEL ADMINISTRATION, MIAMI, FLORIDA

THURSDAY, MAY 19, 1966

It is often said in politics that "you can't beat prosperity.”

This is not a political speech, but I'd like to talk a bit about

il ,,?Z;.{‘:ﬁ?wﬁfems S % e

o - %ram the ecmc theorids of one John Maynar KZYB“’ the %m
Birkeps m/&;%mm e A L

author of such unconventional ideas as cutting taxes at a time when a’a z ‘ ;

T MP
Ik,

government is running a deficit.
The thinking behind such a tax cut, of course, is to stimulate the
economy by boosting purchasing power and generating job-creating forces
(0
which ultimately ads® produce fresh tax revenue.

It is in line with Keynesian philosophy that the Administrations in

power since 1961 have pursued expansionary policies, allowing the supply
of money and credit to grow at rates in excess of the growth in national

productivity.

Beneficial tax changes were made g, K( M‘ \7‘7(4-4

R N

In 1962, the administration initiated and Congress enacted a speedup
A4

(MORE)
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AMERICAN SOCIETY SPEECH
in depreciation allowances to encourage capital investment and productivity
increases. This was based on a principlf Repwhléssm leaders have advocated
for decades. Obstacles to investment were reduced. The result was
increased economic growth and more jobs.

In 1964, the administration recommended an income tax cut and Congress

Mh—ww

approved f:. The tax cut was accompanied by temporary restraint im
| li & ,?,,J% 4.7.¢,m,é el A Bt MVM
government ‘spend 5 Again; consumer demand was stimulated and curbs on
investment were loosemed.
During the 1961-65 period, chronic balance of payments deficits and
outflows of gold tended to lessen inflationary pressures at home by
exporting them abroad.

But in 1965 all of this changed.
ufﬁ‘é‘ 5

It changed because the economy became overheated. (f;&ﬂz ZZZ; ‘4537 7’
ool <o o Al ZL, poriB] on 4

A /
’71 // Prior to 1961, the Eisenhower Administration had removed all the
%\.mwszm WW%M?“"“} incloata )
inflationary pressures from the conouy It was this inflation-free Wl
economy that the Democratic administrations began to feed with expansionist,

Keynesian policies nearly 5% years ago.

(MORE)



AMERICAN SOCIETY SPEECH

By late 1965, annual budget deficits, increases in the money supply,
substantial increases in credit, and heavy spending on Great Society
programs and the Vietnam War had created inflationary stresses and strains,
The Eisenhower legacy had run out.

The economy has become overheated, and the Administration had been

e L Lol (U ol

unwilling to do anything +« The Administration has
insisted on adopting a wait-and-see policy while admonishing housewives,

the businessmen,and state and local government officials to cut back on

ZLMW@MMMAA.W/JWW”%%M
spending.
&ﬂwmm%ﬂz\i{J'Wﬁ,nf %:3" .

47« Aeerd onr i Ty imosinse an 1944 P A jv_.\
What is happening in the country while the Administration t ‘4224¢;~

L4

waits amd-gees?

Industry is plagued with shortages of people in various skill categories,

shortages of raw materials, increases in overtime, and the need to make

greater use of obsolescent facilities and equipment.

Managers find that wages and prices are being bid up; marginal, high-

cost, low-efficiency machinery has to be put into operation; overtime costs

(MORE)



AMERICAN SOCIETY SPEECH
are increasing; maintenance costs are going up as equipment is overused;
and the rate of productivity gains is beginning to fall off.

Demand is rising, and costs are going up.

Ml
When demand and costs go up, prices .

I will not tedt=yeu why I feel the Administration is reluctant to .ast

. Al Oriess
“to—deed-uith inflation. This—is-mct—a—palitical-epeeeh.

But I don't think anyone can deny that we are now in the grip of

inflation because of them expansionary fiscal and-menetary

policies of this Administration.

And I don't think anyone can deny that the longer we wait to cope with

nflation, the more serious its consequences can be MM'VU. M M ¢
inflation, t ML%%W." (me“%‘tj/%lufﬂ'

Every b carries with it the segds of recession. , The boom we are "'j?’

riding now is certainly no exception. zé( docdes )

This Administration relies heavily on government spending to stimulate

the economy,ni'rt obviously does not fear deficits. In fact, this
Administration appears to look ujgn/'deﬁcits as something desirable on the

baons
gzound

tlaat they expand the money supply and stimulate the economy.

(MORE)



AMERICAN SOCIETY SPEECH

Fiscal policy--with government incurring a deficit or running up a
surplus--can be effective in encouraging or restraining the private economy.
The shocking thing is to find an administration headed toward ever larger
deficits at a time when the economy is obviously overheated and runaway
inflation of the classic push-pull variety is more than just a threat.

Republicans have alwews favored flexible budget policies. A balanced
budget: should not be given ptiorit;:%’:\he economic health of the country.

Mmeoly
may recall that th¢ Eisenhower Administration incurred a deficit

in the recession year of 1958, This was a deliberate move to pull us out
of that recession as quickly as possible. The 1958 recession was relatively
short-lived, and this was no doubt due at least in part to the Eisenhower
Administration's decision to accelerate government spending as an anti-
recession tool.

But there is no reason to believe that prosperity in America must be‘

based on m_spendingé m W M y

During the 1920's, the federal budget ran a surplus and federal debt

was retired every year. Yet this was a period of prosperity.

(MORE)
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In the 1930's, the government operated in the red every year but was

Ky vl ALt
unable to spend the country out of the 1 est economic slump in history.

Government spending is merely one tool of economic policy. It should

be used judiciously and with careful attention to timing.

B e =

A policy of chronic,deficits can only lead to financial disaster. EL*‘ZZQ'
M{ M& M%W [144.\4:%(474,,\\
Government is an art but it is also a business<-a business that
provides services to the people.
What would you think of a business that costs more and more to operate
every year and keeps going into the red?
What would you think of a division in a business which serves fewer
people each year but keeps adding to its payroll and to its overall budget?
The population of this country has grown tremendously since 1960, but
the number of farmers in the nation has fallen by 20 per cent. NeRl,
i)espite the fact that one out of five farm people have fled the farm since

1960, the Agriculture Department has 20 per cent more employees today and

a 22 per cent larger budget for fiscal 1967 than it had in 1960. Figure

that one out, if you can.
————ar———

(MORE)
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To me it also is fantastic that the present administration proposes
v ZW”"”‘"
to spend $3.2 billion more on Great Society programs at a time when this
nation is fighting a billion-dollar-a-month war halfway around the world.
Mistakenly, many people believe that defense spending is the major
e %ty Cael fégfﬁf? ‘4;c35147u44522k,f"“dbdfa“‘”zt“]zz

cost of government. This just isn't truef And it's also not true that ‘*wliﬂﬂ“(

non-military spending cannot be cut. It can be cut and cut sharply if this

Lalw, i o BEAL tpendidae ps
Administration really wants to o~ S /iﬁ

But 1et s get back toUnflation and what this Administration has
professed to do about it.

This Administration's principal weapon against inflation has been its
wage-price guideposts.

The 1966 Economic Repoft of the President states: "The general guide-
post for wages is that the annual rate of increase of total employee
compensation (wages and fringe benefits) per man-hour worked should equal
the national trend rate of increase in output per man-hour."”

The 1966 guidepost of 3.2 per cent is the same as for 1965 and for ;222:

———t

The figures for the two earlier years were based on five-year moving averages

of productivity improvement.
(MORE)



AMERICAN SOCIETY SPEECH

If the five-year moving average had been used for the 1966 guidepost,
the figure would have been 3.6 per cent.

It should be obvious why union officials got sore when the 1966 guide-

e ———

post was announced.

Some union leaders charge that the frozen guidepost is "morally
dishonest.”

Some businessmen see the Administration emphasis on the guidepost as

a step toward wage and price controls that would suppress inflationary

pressures at the cost of economic freedom and efficiency.

————————r!

There is no question that year-tp-year variations in productivity
are rather erratic. This is true historically, and it is true in today's
guns-and~-butter economy.

The truth is that wage and price contgols, voluntary or mandatory,

L N P
7#or, ey o< ¥ prggay wndd

just don'ft work. And, let's face it, thiwmmimiwtmizatiopls wage-price

oA
guidopocggﬁQ'an informal, unofficial form of wage and price controls.

The fallacy in the wagewprice guidepost form of control is that it

treats the symptoms of inflation and not the causes.
S — o

(MORE)
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When demand is pumped up and the economy is running close to full

capacity, wages (the price of labor) and the prices for raw materials will

be bid up by the forces of competition. As a result, costs and prices

will rise.

The worst feature of the guidepost is that it does violence to the
L e———”

economic and political principles of a free nation.

£

The guidepost isn't really voluntary-~-not when a President threatens

to dump a stockpiled metal on the market as blackmail to force an industry

to reverse a pricing decision.

The guidepost isn't really voduntary--not when the Administration

castigates individuals, or businesses, or unionms.

The guidepost isn't really voluntary--not when the Administration

threatens anti-trust action or a tax inquiry against a company to force

it to roll back a price increase.

The guidepost sounds great in theory. In practice, it is employed

arbitrarily. It is used to whip certain industries and certain executives

into line.

(MORE)
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The guidepost makes villains of labor and management and diverts

attention from government policies which feed inflation.

e ———

The Administration points the finger at industry and labor instead of

bn.MMw ﬁmﬂa§;
explaining why it does not reduce its heavy /4/

AT
/dn/

8o not only are the gu:l.deposts largely neffcctivo', but/ they provide

the Administration with an alibi for its own excesses.

—

There is no question that this Administration has been unfair in
applying the guideposts.

Best proof of that is the fact that it blackjacked the steel and
aluminum industries into rolling back prices but did ;;22;%?(?bouz recent
increases in the price of sulphuric acid, coal, shoes and tires.

An Administration official recently commented that 'we could not

possibly go after every price increase even if we wanted to." Jtiquvlynh::z:ii

That is just the point; the wage-price guideposts are ineffective
4
when inflation gathers any real force.
The guideposts have little usefulness, if any, under conditions of

excess general demand.

(MORE)
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Take a look at what's been happening, as revealed by the wholesale
price index for industrial commodities--that is, all items other than farm
products and processed foods.

The wholesale industrial index has gone up 1.5 per cent in the last
six months. That's an annual rate of_3 per cent.

emm—————

There is hardly a major category where prices have not risen--and the

index covers nearly 2,000 items. [;;e—eh£ei—exceptiean—aac_an:anahilgg

s

Next year the Administration almost certainly will not be able to

continue the wage increase guidepost at 3.2 per cent. The 3.2 per cent

figure is generally regarded as entirely unrealistic for 1967 because of

all the rises in consumer prices.

It's not only unrealistic. It's unfair and unenforceable. It could

be called fair only if prices were generally stable. As you and I know full

well, they are not.

I do not mean to imply by these criticisms of the wage and price

guideposts that business and labor should blithely ignore the public interest.

(MORE)
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On the contrary, I think labor and management should carefully weigh the
public interest every time they make a major decision affecting wages and
prices.

But it seems to me undebatable that lasting assurance of price
stability can come only from the discipline of a free market and responsible
actions by business and labor leaders'acting in an atmosphere generated by
sound and impartial government.

e
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THURSDAY, MAY 19, 1966
SPEECH BEFORE AMBRICAN SOCIETY OF PERSOMNEL ADMINISTRATION, MIAMI, FLORIDA

It is often said in politiecs that "you can't beat prosperity.”

This is not a political speech, but I'd like to talk a bit about
prosperity-~the kind of prosperity we're experiencing right now.

It flows from the ecomomic theories of one Johm Maymard Keymes, the

author of sueh unconventional idess as euttisg taxes st a tims when a

\

government is running a defiecit,

g p’f*;a‘ gemerating job-ereating forces

vhich ultimately also | fresh tax revenue.

It is in line with Keynssian philesophy that the Administrations im
power since 1961 have pursued expaniionsry pelicies, allowing the supply
of money and credit to grow at rates in excess of the growth im natiemal
productivity.

Beneficial tax changes were made.

In 1962, the administration initiated snd Cengress enscted a speedup

(voxE)



in deprecistion sllowences to emcourage capital investment and productivity
incresses. This was based on s prismeiple Republican leaders have sdvocated
for decades. Obstacles to investment ‘vnc reduced. The result was
inereased economic grewth and more joba.

In 1964, the administration recommended an income tax cut and Congress
approved it. The tax cut was sccompanied by tewporary westraint in
govermment spending. Again, consumer demand was stimulated snd curbs en
fiavestment were loosened.

Buring the 1961-65 period, chronic balance of payments deficits and
outflows of gold tended to lessen inflatiomary pressures at home by
exporting them abroad.

Put in 1965 all of this changed.

It changed becsuse the economy becams overheated.

Prior to 1961, the Eisenhower Administration had removed all the
inflationsry pressures from the esomomy. It was this inflation-free
economy that the Democratic administrations began to feed with expamsieaist,
Reynesisn pelicies nearly 5% years ago.

(one)
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By late 1965, snmual budget deficits, incresses in the money supply,
substsntial ineresses im credit, and heavy spending on Oreat Society
programs and the Vietnem VNar had eru'td finflationary st;un and strains.
The Risenhower legacy had run out.

The economy has becoms overheated, snd the Admimistration had been
wowilling te de saything but talk about it. The Administration has
insisted on adopting & wait-and-ses pelicy vhile adunonishing heusewives,
the businessmen,and state and local govermment officials te cut beck on
spending. Belatedly, the Administration has slso talked sbout cutting
federsl spending but hasn't dome much sbeut it,

WVhat is happening in the country whils the Administration talks and
waits and sees?

Industry is plagued with shortages of pecple in various skill categeries,
shertages of raw materisls, inereases in evertims, snd the need to make ‘
greater use of obsolescent facilities and equipment.

Managers find that wages and prices are being bid up; merginal, high-

cost, lew-efficiency mechinery has to be put imnto opevatiom; evertims costs

(woRe)



are increasing; maintenance costs are going up a&s equipment is overused;
and the rate of productivity gaiss is degimming to fall off.

Demand is rising, and costs are going up.

When demand and costs go up, prieces alee have te go wp.

I will not tell you wvhy I feel the Administration is reluctant to aet
to deal with inflation. This is not s politieal speech.

But I don't think snyone can deny that we are now im the grip of
inflation becsuse of the exsessively expansiomsry fiscal and mometary
policies of this Admiaistration.

And I dou't think anyone can deny that the leager we weit to cope with
inflation, the more sericus its consequences cam be.

mmmuuum‘m«muu. The boem we are
rviding now is esrtaialy no exception.

This Administration relies heavily on governmsat epending to stimulate

the sconomy and it odwiously does not fear deficits. In fast, this

Administration appears to loock upon deficits as semething desirable on the
ground that they empand the momnsy supply and stimulate the economy.

(vomm)
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Piscal policy--with government incurring a defieit or rumning uwp a
surplus--can be effective in encouraging or restraining the private economy.
The shocking thing s to !Mn“iﬁnﬁuhﬁiﬂtﬂﬂm lavger
deficits at a time vhen the economy {s ocbwisusly overhested and runsway
inflation of the cleseic push-pull variety {s more than just a threat.

Republicans have always favered flexible budget policies. A balanced
budget should not be given priority over the ecomcmic health of the ceunmtry.

You may recall that the Eisenhower Administration imcurved a defieit
in the receseion year of 1958, This was & deliberate move to pull us out
of that vecession as quickly as possible. The 1958 recession was relatively
m1m.¢unumnm§:mn least i{n’pert to the Eisenhower
Administration’s decision to sceelevats government speading as an suti~
recession teel.

But thers {s mo resson to believe that prosperity im America must be
based on govermment spending.

Puring the 1920%s, the federal budget ran s surplus and federal debt

vas retired every yesr. Yet this was s psriod of prosperity.

(MORE)
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In the 1930's, the government operated in the red every year but was
unable to spend the ecowntry out of the lomgest economic slwmp in history.

Government spendiag is merely one teel of economic peliey. It should
be used judicieusly and with caveful sttention to timing.

A policy of chromic deficits can only lead to financisl disaster.

Government is an art but it is also a business--a business that
provides sertvices to the people.

What would you thisk of a business that costs more and more to operate
every year and keeps going into the red?

What would you think of a division in a business which serves fewer
people esch yesar but keeps adding to its payroll and to its overall budget?

The populstion of this country has grown tremendously simce 1960, but
the number of farmers is the nation has fallem by 20 per cent. Well,
despite the fact that one out of five farm pevple have fled the farm since
1960, the Agriculture Department has 20 per cent more smployees today and

8 22 per cent largsr budget for fiscal 1967 tham it hed in 1960. Pigure

that ons cut, if you ean.

(oxE)
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To me it 2lso is faatestic that the present administratiom preposes
to spend §$3.2 billlon more on Grest Society programs at & time when this
nation is fighting & :nwiui wver halfway around the werld.

Histakenly, many pecple believe that defense spending is the majer
cost of goversment. This just isun't true. And it's alse not true that
non-military spending cannot be sut. It can be cut and cut shexply if cthis
Administration veelly wants to reduse its eupenditures.

But let's get back to inflatiom and what this Administration has
professed to do sbeut it.

This Administretion’s principal weapon agaimst inflation has beea its
wige-price guidepests.

The 1966 Rconomic Rapert of the President states: "The general guide-
pest for wages is that the sammal rate of inecrease of total empleyes
compensation (wages snd fringe bemefits) per men-heur worked should egeal
the national trend rate of incresse im cutput per man-hour."

The 1966 guidepest of 3.2 per cont is the same as for 1965 and for 1964.

The figures for the twe earlier ysars were based on five-year moviag averages

of predustivity isprevemsnt.
(o)
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If che five~yoar meving sverags had been used for the 1966 guidepost,
the figure would have been 3.6 per cemt.

xcmuumqmémuunmumtmw
post was announced.

Soms union leaders charge that the frosem guidepest is "worally
dishonest."

Some businessmen see the Aduianistration emphssis on the guidepost as
a step toward wege and price contrels that would suppress inflaticnsry
pressures at the cost of economic freedem and efficiemsy.

There is ne questicn that yesr-te-yesr varistioms im predustivity
ave rather ervatic. This is true historically, and it is true ia teday's
guns-gnd-butter ecounemy.

The truth i{s that wage and priee contwols, velumtary or mendstory,
Just don’t werk. And, let's faes it, this Administration’s wage-price
guidepotit is an informal, unofficial form of wage and priece cemtrols.

The fallacy in the wege-price guidepest form of control is thet it
treats the symptoms of inflation and not the causes.

(rome)
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When demand is pumped up and the economy is running close to full
capacity, wages (the price of labor) and the prices for raw materials will
be bid up by the forces of eq.tn@. As a result, costs and prices
will rdee.

The worst feature of the guidepost is that it does violance to the
economic and political principles of a free matioa.

The guidepost isn't rveally voluntary--not whea s President threatens
to dump & stockpiled metsl on the market as blackmail to force an industry
to reverse a pricing decisies.

The guidepost isn't reslly voluntary--not when the Admiaistratien
castigates individuals, or businesses, or uanions.

The guidepost isn't really voluntary--not when the Admimistratica
threatens sati-trust action or a tax inquiry against a company to foree
it to rell beck a price incresse.

The guidepost sounds great in theory. In practice, it is employed
erbitrarily. It is used to whip certaim industries and certain executives

into line.

(max)
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| The guidepost makes villains of labor and management and diverts
attention from govermment policies which feed inflationm.

The Administration points the ll@ at industry and labor instead of
explaining why it does not vedues its heavy deficit spemding.

Bo mot only are the guideposts largely ineffective, but they provide
the Administration with an alibl for its own excesses.

There is no question that this Administration has been unfair in
applying the guideposts.

Best proof of that is the fact that it blackjacked the steel and
sluminum industries into rolling back prices but did nothing sbout receat
increases in the price of sulphuric seid, coal, shoss snd tires.

An Administration official recently commented that "we could not
possibly go after every price increase even if we wanted to.”

That {s just the point; the wage-price guideposts are ineffective
when inflation gathers any real force.

The guideposts have little usefulness, if any, under conditions of

excess gensral demand.
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Toke & look at what's been happening, as revesled by the wholesale
price indax for industrial commeditiss--that is, all items other than farm
products and procsased feods.

The vholesale industrial index has gone up 1.5 per cent ia the last
six months. That's sn ammual rate of 3 per ceat.

There is hardly a major category vhere prices have not rissn--and the
index covers nearly 2,000 items. The chisf emceptions are sutomodiles
and soms other consumer durable goods.

Next year the Administration almost eerteialy will not be able to
continue the wage increase guidepest at 3.2 per cent. The 3.2 per cent
figuve is generally regerded as entirely umrealistic for 1967 because of
all the rises in consumer prises.

It's mot only unreslistic. 1It's unfatr and unenforceabls. It counld
be called fair only if prices were gensrally stable. As you snd I know full
well, they ave not.

I do not msan to imply by these criticisms of the wage and price
guideposts that business and labdor should blithely ignere the pudblic interest.

(MORE)



On the contrary, I think labor and management should carefully weigh the
public interest avery time they make a major decision affecting wages and
prices. |

But it seems to me undebatable that lasting assurance of pries
stability can come only from the discipline of & free market and responsible
aettmtymtmn,nlhbu leaders acting in an atmesphere generated by
sound and {mpartial govermmenc.

RN
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Wage and price controls, voluntary or mandatory, just don't work. And,
let's face it, this administration’'s wage-price guideposts are an informal,
unofficial form of wage and price controls.

The fallacy in the wage-price guidepost is that it treats the symptoms of
inflation and not the causes.

When demand i{s pumped up end the economy is running close to full capacity,
wages (the price of labor) and the prices for raw materials will be bid up by the
forces of competition. As a result, costs and prices will rise. That is what is
happening right now.

The worst feature of the guidepost is that it does violence to the economic
and political principles of a free nation.

The guidepost isn't really voluntary--not when & President threatens to dump
a stockpiled metal on the market as blackmail to force an industry to reverse a
pricing decision.

The guidepost isn't really voluntary--not when the Administration castigates
individuals, or businesses, or unions.

The guidepost isn't really voluntary--mot when the Administration threatens
antitrust action or a tax inquiry against a company to force it to roll back a
price increase.

The guidepost sounds great in theory. In practice, it {is employea arbitrarily.
It is used to whip only certain industries and certain executives into line.

The guidepost makes villains of labor and management and diverts attention
from government policies which feed inflation.

The Administration points the finger at industry and labor instead of
explaining why it does not reduce its heavy deficit spending.

So not only are the guideposts largely ineffective but they provide the

Administration with an alibi for its own excesses.
* ok *
This administration has been unfair in applying the guideposts.
Best proof of that is that it blackjacked the steel and aluminum industries
into rolling back prices but did nothing about recent increases in the price of

sulphuric acid, coal, shoes and tires.

(MORE)
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SPEECH EXCERPTS--INFLATION AND THE GUIDEPOSTS
* % &
An Administration official recently was quoted as saying, "We could not
possibly go after every price increase even if we wanted to."
That is just the point; the wage-price guideposts are ineffective when
inflation gathers any real force.
The guideposts have little usefulness, if any, under conditions of excess

general demand.

* k %

Take a look at what's been happening, as revealed by the wholesale price
index for industrial commodities (all items other than farm products and processed
foods).

The wholesale industrial index has gone up 1.5 per cent in the last six months.
That's an annual rate of 3 per cent.

There is hardly a major category where prices have not risen--and the index
covers nearly 2,000 items. The chief exceptions are automobiles and some other
consumer durable goods.

Next year the Administration almost certainly will not be able to continue
the wage increase guidepost at 3.2 per cent. The 3.2 per cent figure is generally
regarded as an entirely unrealistic wage increase yardstick for 1967 because of all
the rises in consumer prices.

It not only is unrealistic. It is unfair and unenforceable. It could be
called fair only if prices were generally stable. As you and I know full well,

they are not.
* % *

I do not mean to imply by these criticisms of the wage and price guideposts
that business and labor should blithely ignore the public interest. On the
contrary, I think labor and management should carefully weigh the public interest
every time they make a major decision affecting wages and prices.

But it seems to me undebatable that lasting assurance of price stability can
come only from the discipline of a free market and from responsible actions by
business and labor leaders acting in an atmosphere generated by sound and impartial

government.
* % %

Fiscal policy--with government incurring a deficit or running up a surplus--
can be effaective in encouraging or restraining the private economy. The shocking
thing is to find an administration headed toward ever iarger deficits at a time
when the economy obviously is overheated and runaway inflation of the classic

push-pull variety is more than just a threat.
# # &





