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ECONOMIC DEVELOPMENT PATHS
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HISTORIC SHARES OF EMPLOYMENT IN DIFFERENT
SECTORS -1900 - 1995
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CONCLUSIONS

* Serving consumers’ interests at the industry level is necessary for the highest economic
performance

* Distortions in competition in product markets reduce productivity and hence consumer
benefits

* Distorting markets to achieve social equity objectives is usually a bad idea

* Consumers are the only political force that can stand up to producer, labor, and political
elites benefiting from market distortions
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DUAL ECONOMY IN JAPAN
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LABOR PRODUCTIVITY, OUTPUT, AND EMPLOYMENT IN U.S.

COMMERCIAL BANKS
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AUTOMOTIVE LABOR PRODUCTIVITY GROWTH
Vehicles produced per employee

Labor productivity
Vehicles per employee

447
355
70
60 L /™ Toyota
;!
/

50 - /\ /

- 7 ,= <~ Nissan Toyota Nissan Hyundai
40 - PR 1974 1974 1996

;) 7
u /
30 ,’ / Hyundai
’
20 - -l ;’ 20-year labor productivity growth rate
PRy Percent
= 7
0F 7. . 138 12.9
4
§=

0IIIIIIIIIIIIIIIIIIIIIIIII
1976 80 85 90 1996
(‘54) (‘'64) (‘74) (‘80)

Toyota Nissan Hyundai
1954-74 1954-74 1976-96



CONCLUSIONS

® Serving consumers’ interests at the industry level is necessary for the highest economic
performance

* Distortions in competition in product markets reduce productivity and hence consumer
benefits

* Consumers are the only political force that can stand up to producer, labor, and political
elites benefiting from market distortions



IMPORTANCE OF LOW SKILLED LABOR IN THE U.S. — 1995
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5. Consumers have political clout
US Consumer advocacy

. 1906, Senator Robert
" LaFollette
"~ “The welfare of all the
: ,3 people as consumers
- should be the supreme
" consideration of the
government.”

i
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1932, President
Franklin Roosevelt

“I believe that we are at
the threshold of a
fundamental change in
our popular economic
thought; in the future,
we’re going to think less
about the producer and
more about the
consumer.”

1914, Walter Lippman

“We hear a great deal about
the class-consciousness of
labour. My own observation
Is that in America today
consumers’ consciousness is
growing very much faster.”

1960, John F. Kennedy
“The consumer is the only
man in our economy
without a high-powered
lobbyist. | intend to be
that lobbyist.”
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