
By h I T A I  ETZIONI 

The grosl human misery and economic IOU perpe- 
trated by the current recesrlon are belng Inflicted In 
vain. They are moot unlikely to “Wring Inflation wt 
of the American ceonomy.” the reason given by 
thme who are inducing the m n d  remuion In 8 
year and a half. Indeed. t h e  people are hellbent 
either extend the curnnt economic trouble, or to 
abort a recovery if It dow take plaw. They w m  de. 
termined to adminimer more reeeaaion becaw the 
shorter boutn of bloodlettlng have not produced the 
promised effect. 
No cltraight-thinking, well-meaning p e m n  would 

deliberately cllw 8 recwrfon-unlesr, that tr. he 
were Mven by a theory. bfonetulun tr what drove 
the Federal Renerve. mu1 very ncenUy with the 
full rapport of the Reopan Mmlnlstrahn, to con- 
strict the supply of money and jack up in(enst raten 
until the economy caved In. 

O m  &deu Flaw 
But, you may well Mk, hun’t recewion already re- 

duced inflation? h ’ t  It down from laat year? Nobody 
questiona that recession can temporarily cut tnto In- 
flation. Indeed. 11 you Idled more of America. MY 
pushed unemployment to 2596, prices would fall left 
and right. But even monetarists agree that this la too 
high a price for short-lived relief from inflation. 
Their rationale la that receeaionary bloodletting will 
have a lasting effect 

Thh thmry har one lerious falhg, It does not 
work. Fbther puny price decllned are bought with 
very large economic loaea. not ]ut unemployment 
but al.0 much lower profitl for busineu, pnd, above 
all. lower total output. According to one often cited 
estimate. to bring down inflation by one percentage 

l i d .  
Moat important. the inflationary rebd d w  not laat 

long once the economy la allowed to climb wt of l i s  
recemlowy Ilckbed. The last three r W o N I  were 
followed, moon, by higher inflation. The 1880 m- 
slon WU mceeded within a year by double-diglt In- 
flation. (0 be curbed only by the new 1981 receaion. 
After the 1975 reeeasion, priced rose only 4.8% in 
1976. but they moe more in each of the subsequent 
yeam: 6.6% In l877,7.7% in 1978 and 113% in 1879. 
And while the 1971 receslion lecured a lower infla- 
tion rata in 1872. the rate took off t h e m .  albeit 
with the help of the oil-exporting countries. 

Monetariatl do not deny these facta but offer vari- 
OUI rtter-the-fact alibis. Indeed,’there is M better 
evidence d the utterly unscientific nature of mone- 
W theory than that it doea not meet the essential 
criterion of specificity: 
A distinctive feature of scientific theories is that 

their statements about the way the world ticks-and 
how it might be modified-can be demonstrated to be 

true or false. That is. we can deflne a ret of obnerva- 
tiona (or data) that will tell us whether the world 11, 
really the way the theory has It. When 8 theory ia 

* vague or highly general id ,  it beeomea untedlable. 
often more an expresalon of luck and hope than a 
conveyor of empirical evidence and sclenllfic logic. 

WlW $200 blUion worth Of PfoduCtiOn mult be MCrl- M ~ ~ ~ & ~ * ~  immunity to evidence is -tUated 
by not speeifylng the key factom that Gll &I how it 
may work. It does not rpell out the natured the ln- 
tervention, the period for which it must ba applied 
and the resultn to be expected. Instead, like raln dan- 
cers, monetaristn contend after the fact that the last 
dance was not done right for this or that rearon, that 
the next will bring advation. 

Keeping Seere(. 

To start with. monetar(sts who my it will Lake a 
longer or deeper recamdon “to wring out Inflation” 
(Whatever that speclficdly means) inaist on keeplng 
a dark secret the depth or length of miaery that vN1 
8ecwe a given meamire of respite from inflation. And 
the recommended intervention changes more rapidly 
than farm prices. 

First. the monetary authorities, the Fed, tried rais- 
ing interest rates. Thase rates were soon deemed not 
hwh enough, and still higher ones were tried. In 1979 
the size of the money supply, rather than interest 
rates per re, became the rage, but the monetarists 

havc yet to agree what definition of the money sup- 
ply is to be used. As it tends Lo be higher by some de- 
finitions, lower by othem. the definition providw n 
whole new set of escape clauses. And the very latest 
twist: Money supply need be neither tight nor lax. 
but “regular“ and l i s  fulure course “predvtable. 
“steady“ and “crdble.” 

Obviously. all this is little more than guesswork, of 
trying now this. now that, of trial and error, more tri- 
al, lots of error. I t  would be rather amusing if it were 
not 80 costly to all of us. 

One may even suggest that monetarism, far from 
being a solulion, is pwl of the problem. High interest 
rates discourage the very investment that is to pro- 
vide for higher producrion. As the supply sidem re- 
mind us, if inflation is caused by too much money 
chasing too few goods, more goods revives it just an 
much as less money-only at a much higher level of 
production and, one hopes. of service to human 
needs. And high interest raten swell government ex- 
penditures (especially national debt and unemploy- 
ment) and reduce government revenues-enlarging 
the inflationary deficits. In the longer run, therefore. 
monetarism does more than fail as a cure. it helps 
cause inflation. 
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