Phony Freeze
by
Eyes Right 
Providence, RI – Presidential primary elections are making most of the headlines in the Northeast this time of year.  The media has arrived here in full force, writing and broadcasting copious quantities of political patter.  Unfortunately it seems that an inappropriate joke by a candidate always receives more coverage than a major policy speech.  Both of the Republican debates so far (Iowa and New Hampshire) were deemed newsworthy, not because of the dialogue during the debate, but because considerable copy could be sold over the issue of who did, or did not, participate and why.

It is doubly important, therefore, not to allow Senator Kennedy’s recent campaign proposal to institute a mandatory wage and price freeze to go unchallenged amidst all the media hype.  

Mandatory wage and price controls cannot cure, or even help, to ease inflation. Wage earners soon learn that it is easy to freeze their own wages, but it is impossible to freeze, or even control, company profits.  Executive salaries might be frozen, but suddenly the corporate big shots start to receive additional perks, such as free company cars, a gasoline allowance, housing allowance, etc.  And how do you freeze capital gains?

Prices are even more difficult to freeze.  If frost destroys half the Brazilian coffee crop and raises world coffee prices two-fold, either the price of coffee goes up in the U.S. or we will not be drinking much of the world’s coffee because it will be sold elsewhere at higher prices.

Several nations have previously used wage and price freezes to fight inflation and the result has always been the same:  inflation was not halted and the worker bees ended up getting stung again.

I thought you might like to know.
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