A NEW DEFLAT ION MODEL 1

2

- DR.NIRM AL SET HIA 3

4

5

6

INT RODUCT ION 7

Hierarchyis an important management concept.In this research article pheno menon of change 8

In hierarchysize has been linked with t he change in the whole - sale price index and this 9

Link end up with a new deflatio n hypothesis.Sectio n I of this article present assumptio ns 10

On which the deflation hypothesis is based,section II contain model. 11

12

13

SECT ION I(ASSUMPT IONS) 14

15

1) Aggregate demand for ind ustr ial goods to remain constant. 16

2) Aggregate supplyof industrial goods is the functio n of hierarchysize,ceteris paribus. 17

3) T here is continous positive change in hierarchysize(number s of managerial and supervisor y staff) 18

4) Reductio n in wastage and in tear and wear of machines is so lelythe function of positive change in 19 hierarchysize. 20

5) Initially econo my is in equilib riumstate. 21

6) 22

23

SECT ION II(MODEL) 24

25

Starting with the equilibriumecono mic state. Aggregate de mand and aggregate supplyo f ind ustrial 26

Goods are equal.At this stage there is positive change in hierarchysize in the industrial sector 27

Is brought into.Due to positive change in the size o f managerial and supervisor ystaff 28

.Degree of decentralisation increases as jobs are distributed amongst the increased 29

Number of managerial and supervisor ypersonnels.Due to higher degree of decentralisation 30

And resulted attentio n wastage in the production processe s and the tear and wear in 31

Machiner yand equip ments to that extent decreases.Decrease in the wastage and tear and wear 32

Of machiner y and equipments result into increase in the aggregate physical industrial 33

Output produced. Agregate demand for industrial goods on other hand remain co nstant( Assumption 34

No.1).Economyhas sur plus industrial goods as Aggregate supplydoes not matches with 35

T he aggregate demand level(lo w).T his diffrence in aggregate demand an d supplydistort the 36

Equilibriumsituation and there is deflationar ysituation emerges as excess o utput and less 37

Demand decreases the prices reflected into do wnwar d trend in the mo vement of whole - sale price 38

Index.T here is a continuityin the situatio n of excess ouput and lo w demand as 39

Byvirtue of assumptio ns no.(1),(2)and(3).T his continuityover time is the familiar deflation 40

Situation. 41