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two 

The newspapers i n d i c a t e  tbt i n f h t i o n  i s  b o u g h t  on by an exces s  supp ly  of  money, by d e f i c i t  
spending. Yence, c a n t  r, i n f l a t i o r :  be s topped by d ry ing  up the  money supply?  t h e  answer is  a 
resounding "nott . The J a ? m e s e  expe r i ence  o f f e r s  convincing proof  - 

# - .  .. * 
IN JAPAN - 1947 - DEPRESSION STOPPED IT 

.. * I n  19l.17. i n f l a t i o n  had 

r a i s e d  p r i c e s  by 303 t o  600 MzcArthur sumnoned Joe Dodge, p r e s i d e n t  of t h e  Bark of 
Detroit, t o  end t h ?  s p i r a l .  Dodge d r a s t i c a l l y  c u t  t h e  money supply,  c u t  tte c r e d i t  suoolv and 
i n i t i a t e d  d e f l a t i o n .  A s  b a n k r u p t c i e s  suyrocke ted ,  i n f l a t i o n  aFYat,d. f*Iany p r i c e s  f €211 
to 10 p e r c e n t  o f  t h e  c u r r e n t  r a t e s  and concsmi t an t l y  hundreds of thousands oS w o r k e r s  lost i n €  
jobs  a n d - t e n s  of thousands  of b u s i n e s s e s  stent bankrupt.  What znded i n f l a t i o n  here? A d i s a s -  
t r o u s  depression!  Drying up the money supply  w i l l  c r e a t e  a  dep re s s ion  and a s eve re  decress ior  
w i l l  s t ~ p  i n f l a t i o n .  Drying -up t he  money w i l l  n o t  i t s e l f ,  h a l t  i n f l a t i o n .  Consider ,  i f  you 

w i l l ,  t h e  e l e c t r i c  s t a r t e r  on 3ur c a r s .  Ye t u r n  on t h e  e l e c t r i c i t y  t o  s t a r t  the engitle m d  
t h en  tu rn .  t h a t  e l e c t r i c i t y  off. Th i s  does n o t  s t o p  ',he engine. The engine ,  n m  fue l ed  by the 

g a s o l i n e  t a n k ,  c o n t i n u e s  t o  run. I n f l a t i o n ,  now t h a t  it i s  s t a r t e d ,  i s  f u e l e d  by o the r  than 
t h a t  which s t a r t e d  it. A s  i n d i c a t e d  p r ev ious ly ,  i n f l a t i o n  has now become a m t t e r  of our  
p s y c h ~ i o ~ g .  It has becone a people  problem. We f r e q u e n t l y  hea r  evidznce t o  t h i s  e f f e c t .  
b r r i s o n  s t a t e d  r e c e n t l y  i n  t h e  Wall  S t r e e t  J o u r n a l  t h a t t l T h i s  i n f l a t i o n  i s  n o t  caused by t he  
n m e y  supply.  i bney  2 t i g h t .  People  won' t  have t h e  g ~ t s  t o  s t o p  it u n t i l  t h ey  bare  su f f e r e (  
a mme ta ry  P e a r l  l iarbore"  Tha t  banks have r e c e n t l y  bor ra red  maney f r o m  tk Sove rnmnt  a t  an 

. i n t e r e s t  r a t e  o f  1 5 s  i n d i c a t e s  t h a t  rn~~nejr i s  indeed t i g h t .  Again i n  t h e  'da l l  S t r e e t  Journa l  
a l e a d i n g  economist  was quoted a s  s ay ing ,  "The people  d o n ' t  l i k e  it ( i n f l a t i o n ) .  But, the  
people  a r e  car is ing it and t h e y ' l l  g e t  what ' s  coming t o  them." 

* .c 
, IN GEXMANP - 191 8 - IT RAN ITS COURSE, AS IN USA TO DATE 
I n f l a t i o n  is now a people  problem. People  xho f eed  i n f l a t i o n  by ca t ch ing  up cause mwe than 
t h e i r  number t o  f e e l  t h a t  t h e y  t o o  should catch-up. Thus, we a r e  faced  with a growing, ex- 
?anding, exp lod ing  r e a c t i o n  system such  a s  t h a t  enployed to i ~ n i t e  t h e  atomic bomb. Eiistory 
o f f e r s  gr im ev idence  o f  such r e a c t i o n  systems. According t o  t h e  Wall  S t r e e t  Jou rna l ,  when 
u s ing  c o s t s  i n  191b a s  a base ,  by 1919 c o s t s  i n  Germany had i nc r ea sed  by about 7 t i m s  a t  t h e  
end of t h i s  f i v e  y e a r  per iod .  By 1923, one y e a r  l a t e r ,  t h e s e  c o s t s  had increased  a l m s t  i b  
t i n e s  o r  had s l i g h t l y  less t han  doubled i n  one year .  By 1921, they were up 35 t k m s  o r  had 
more than  d o u s e d  i n  one year. By 1922, c o s t s  had i nc r ea sed  by f i f t e e n  hundred tit=s, ajt 192 
t h ey  had i n c r e a s e d  t o  wer a b i l l i o n  t imes  tk 191h r a t e s  and t h e r e  was t o t a l  c o l l a p s e  a s  tho 
n a t i o n  underwent depress ion .  Yes, a  d i s a s t r o u s  dep re s s ion  can s t o p  i n f l e t i o n .  O r ,  i n  ny 
opin ion ,  people  a c t i o n  can s t o p  it. The Value Analysis  sys tern can s t o p  it  by p3ople ec t ion .  
I have s een  people  becomtng e n t h u s i a s t i c  a b u t  t h e  Value Analys i s  t echniaues ,  I have seen 
them employ t h e s e  techniques  t o  a t t a c k  problems cons idered  unsa lvab le ,  so lve  them, and per- 
suade o t h e r s  t o  j o i n  w i t h  them. I b e l i e v e  t h a t  t h e  problem of.  i n f l a t i o n  can be so lved  by 
s i m i l a r  people actior, .  

We a r e  e s s e n t i a l l y  hones t  f o l k s .  We kel.feve i n  g z t t i n g  s ~ ~ r n t h i n ( :  f o r  srjmething. Yet, we 
have been c o n d i t i m e d  t~ "fcel. r i a h t t t  a b - x t  t h e  miss r i p  o f f  of our f e l l o w  workers. '& have 
been cond i t i oned  t o  allrxr o t h e r  hands i n  ou r  pclckets and we do s o  wi thout  f i 3 h t i n g .  Hor~ has 
t h i s  happened? It has hsppened a s  a r e m i t  of s e l f - d i s t r u c t  type  of c o n ~ u n i z a t i o n  w h k h  f i l l s  
t h e  papers. While s o m  tinzs t h i s  c o , m ~ n i c a t i o n  appqars  innocent ,  a t  o t h e r  t iws  it is inle13d 
to c o n d i t i o n  us. Here ars s o m  examples from r e c e n t  k e a d l i n e s .  You u i l l  see them every day. 
They are  i n s i d i o u s  and t k x g h t  dcstmylng.  "Freed ray r i s e  t o  on? d c l l a r  a 1w.f ." "F30d p r i c  
w i l l  go up ano the r  1 6  percent .I8 ' I 5 i r s t  c ias r ;  postaze up t o  12  cents snd mcre i n  sight* soon." 
"Hospi ta l  morns m y  c o s t  $1,090 pet* day.'; Xhat t & s e  q u o t a t i o n s  t e l l  us  is ,  '"ie a r e  g0ir.g t o  
t a k e  even more o f  your  m n e y  for t h e  t 'znctiona we oerform a n d  we want t o  c c n d i t i o n  ya:i now SO 
you won1 t f i g h t  it, when i!, occurs ."  'I'h.3;~ qur,ta-,ior;s u r k y  u s  t o  l e t  c t  h e r  h a d s  i n t o  our pot- 
k e t s  w i thou t  o b j - c t i o r s ,  t o  l e t  c x r  ne ighbo r  t a k e  a u r  h t t e r y  because sowone  has  taken hi:; an 
he ' s  j u s t  catching-up. - 



ACTION PLAN 

The n a t i o n  is  s t r u g g l i n g  i n  t h e  g r i p  of i n f l a t i o n  psychologr. What can we do t o  help? I ha 
s e v e r a l  

1. 

s p e c i f i c  a c t ion  sugges t ions  a . 

S t a r t  an ensrlr.ous f u n c t i c n  d e f i n i t i o n ' a n d  e v a l u s t i o n  a c t i v i t y  by funding l a r g e  s tud  
i n  r e s e a r c h  o rgan iza t ions  and qovernment. L e t ' s  d e s c r i k  a l l  func t ions  , a t t a c h t h $ i  
d o l l a r  va lce ,  and i n s u r e  t h a t  a l l  purchases  of goods and s e r v i c e s  a r e  p u r c m s e s  of 
funct ion .  Let1  s work towards the  d3y when q u a l i t y  f u n c t i o n s  and sound corresponding 
d o l l a r  c o s t s  w i l l  &come the  a v z i l a  t l e  b a s i s  f o r  ending economic d i s a s t e r .  It well 
could and should becone a crime to  d e s t r o y  the  value of t h e  Ameri~an d o l l a r ,  t o  . 
charge more than the  f u n c t i o n a l  va lue  of a.n i tem,  t o  ca tch  up. The Value a n a l y s i s  
system is  s o  s t r o n g  t h a t  it could become a b s i s  f o r  i n t e r t i a t i o n a l  s t a b i l i z a t i o n  and 
b r i n e  undreamed o f  b e n e f i t s  t o  a w3rld s t r u g g l i n g  f o r  s o l u t i o n s  to the problem of 
p e r i o d i c  economic c r i s e s  

* Functions can be definitively defined,and an appropr ia te  cost  - 8  

o r  V a l u e t c  assigned. . - 
Plan and i v l e n e n t  a program of r e v e r s e  cond i t ion ing  t o  combat t h e  i n f l a t i o n  psy- 
chology. This  can be accomplished through t h e  fol lowing: . Inform t h e  American c i t i z e n  t h a t  be i s  not  alone.  Current ly ,  people feel  

l i k e  suckers ,  f e e l  t h a t  t h e y  a r e  the  only  ones not  ca tch ing  up. But, if  

w e  can make it c l e a r  t o  them tka t m i l l i o n s  o f  o t h e r s  f e e l  a s  they d3, they 
w i l l  r e t u r n  t o  t h e  " s o m t h i n e  f o r  s o m t h i n g n  e t h i c  and r e s i s t  i n d i v i d u a l .  
a c t i o n s  which take t h e i r  p o p e r t y ,  . E l i c i t  t he  suppor t  o f  t h e  media. ~ e n e r a t e  and a i r e d  i n  media a thousand 

s t a t e w n t s  t h a t  a r e  the  e x a c t  o ~ p o s i t e  of t h e  commmications we hear and 
read todav. E x a n ~ l e s  may inc lude  t h e  fo l lowing,  ItNew techniques w i l l  b r i n g  * " 

homes a t  $10.00 pe r  square  foot." "Cne hundred d o l l a r  r e f r i q e r a t o r s  a r e  f o r e  
f o r  the  near  future."  "New techniques  o f  d e s i q  and d e l i v p r y  *xi11 c u t  the  cos 
c l o t h i n g  i n  half." "Hospi ta l  c o s t s  w i l l  d r ~ p  1% a year  f o r  t h e  next  f i v e  ye 
Considering a t t i t u d e s  i n  t h e  p r e s e n t  i n f l a t i o n a r y  cycle ,  t hese  s ta tements  nay 
sound r i d i c u l o ~ s .  They nay t e  rmde c r e d i b l e ,  hmever ,  by inc lud ing  .som pres  
day, econamically accepted f a c t s .  Indeed, i f  tk proyam I have described is 
s u c c e s s f u l l y  a c c o n p l i s h d ,  such s t a t e n e n t s  v i l l  come t rue .  k n t  t anyone b e l i  
it c a n ' t  happen. 
Openly f i g h t  a g a i n s t  lowering p r o d u c t i v i t y  a s  a human and p a t r i o t i c  duty. Re 
n i z e  h igher  p r i c e s  f o r  t h e  same func t ion  f o r  what t h e y  a r e  -- Dol la r  Destroy 
9penly c r i t i c i z e  every r i p  off .  P r ~ m o t e  t h e  s t a n c e  t h a t n I  will n o t  pay more 
t h i s  i tem today than I did yes terday.  1'11 go u i t b m t  i t  o r  1'11 buy less".  
mote t h e  s t a n c e  that "1 w i l l  not  charge  more today than I d i d  yesterday." Sn 
through such open f i g h t i n s  and a c t i v e  p r m o t i o n  can w e  hope t o  combat t h e  per 
s i v e  i n f l a t i o n  psychology. 

e 

3. Plan and implement a s o u ~ d  program t o  e n l i s t  a c t i v e  nationwide suppor t  of t he  p r  
As i n f l a t i o n  i s  a people problem, it w i l l  n o t  be solved by a feii s c a t t e r e d  peopl 
can be solved,  hodever, by massive a c t i o n  nationwide. Hori can sre i n s u r e  it? 

. Inform and e n l i s t  t h e  a c t i v e  suppqr t  o f  o t h e r s  i n  t h e  movemnt b y  provid 
u s e f u l  communication t o  groups i n  management, manufacturing and purchasi  
engineer ing and constimer s e r v i c e s  as w e l l  a s  t o  economists and retired p 
sons. . Inform our lawmakers and e n l i s t  t h e i r  suppor t  i n  ending t h i s  v i o l e n t  des 
t r u c t i o n  of value wi thou t  r e s o r t i n g  t o  a devas ta t ing  depression. . Generate communications t o  helr, e v e r y  member of  SAVX e n l i s t  t h e  suppor t  
c i t i z e n s  and t h e  media by making p r e s e n t a t i o n s  t o  s e r v i c e  clubs,  p ress  c 
Chanbers of Commerce, and c i v i c ,  church, and p o l i t i c a l  groups. 
Insure  t h a t  a l l  c h a ~ t e r s  of SA1.7, e n p l s y  t h e i r  c r e a t i v i t y  and choose the1 
o m  a d d i t i o n a l  activities. . Inrorm a m  e n L l s t  tne  suppor t  o: f e l lw  Valge Analys ts  and Engineers i n  
o t h e r  c ~ u n t r i e s  so  t h a t  we may b e n e f t t  f n ~  the mutila1 exchange o f  ideaa 

* Chapter 3 "Evaluate t h e  Functiontt ,  TECHNIQUES 01 VALUE ANALYSIl 
AND ENGINEEiiING, McGrawHill Book Co . L.Ydle s ,  1972. 


