2nd QOctober 195C

¥r R.C. G e ary,
27, Leeson Park,
Dublin,
Ireland.

Dear’Geary,

Under separate cover I am sending you as printed matter the
Fnglish text of my wege model (A) as well as the Dutch text of the
popular version I derived from it (C). Please, find enclosed annex B,
an English summary of the popular version.

You wil remember that on the basis of these considerations
it was advised to hawe no second wage increase, but instead an attempt
to decrease prices. As I told you this proved, however, to be impossible,
because it was considered technically impossible to force price decreases

on the emglogerﬂ. Under these circumstances sog¢ial reasons made it
dable to have a wage inerease; these social reasons being that
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n considerably. From the pure
& >

since 1949 employers incomes have ris ¥
se is,however,a disadvantage.

e
employment stand-point this wage incre

It was a great pleasure to see you again. We enjoyed your presence
very much, and I hope to have another opportunity soona

Yours very sincerely,




INIFICANCE OF WAGE POLICY F

by

J. Tinbergen

Introductory. Different Broblems.

In this 5ntroductﬂry some attention is paid to
previcus attempts of measnring wages and employment.

Attention 1s drawn to uh@ 33 \“' » of ﬂonubq uen
of a temporary character ve), 2° in th
and 3° in the long run, the consequences
those to be attributed to the nfluence of wage
una‘i"dgkun, a Vime ﬂom~uming process. Furthermo
P?Obl@m is different for -a country without inter
ional trade, and a country with ﬁ‘oorcqnt internat!
By

Finally, i¥makes a ference whether one speaks
W of of money wages. A fall of e.g. 10% in

] lead to a fall in the cost of 1iv1uﬁ¢

’ real wages will only fall by
ut‘irp 1nvrx3%e in employment will therefore
elasticity with respect to real wages tha:

to 10“1ﬂﬁ£ wages. This should be borne in

consgide ring stich approaches as the
always thinkd of real wages.

The Influence of Wage Rates: other Ci
g’f‘ gﬁ; .

This the usual setting of the problem. The "othez

circumstanc :V have to be only the d?ta, not the
vari ibles such as prices, income, ﬂxvﬁs because those
Jatter cannot but change if wage rates are changing.

his section the results are discussed of a Dutch Offiecial
Report of 1939, of Prof. Witteveen's thesls, of Douglas
'Theory of Wages", and of Keynes' treatment. rinalLa
reader 1s told about the results from mg own model

(ef annex 4A).







Policy under Simultaneous Maintenance of the Bal
Payments Position.

sed that the problem of wage policy should,
in the framework of vollticUl reality
the go ernment or other groups of
possible wage change Jjust
p rty req ting on changes 1in
in tb@ theory of oligo-
of co-efficients,
ty of imports and
1 astici well as income
e author finds 1at under the ?ide condﬁiibn
title of th : : :
decrease
GOfr@snonding
ther groups of the nooulr+ion try ﬁo
increase proportional to the wage incre
increase will even lead to a decrease in producx

be obtained by an Increase

fn this section the proposal is di sed made
trade unions to omu.wr'c* 2 wage iae (se lﬁ;
a increase in labour productivit
ﬂn increase in labour product may n»u r
rable effects of the wage incres but 1
EF“”Qwaﬂn3o t will only do so in the imih,
)n a state of over-employment existed. It
foot-note that in the short run tota
i home demand) will not change if a
labor productivity Lrgretao of tl}
smployment will fall when over=-em
inflationary pre@sure} before.
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mmary of the conclusions is given.







