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ul-‘h? term intlation refers to A gvm'r.ll rise in prices. o b, .
P ISE lt‘ refers to a persistent rise in the general price | '
lnﬂahon IS deﬁned by economists in various wWays. Accord .
Pl'O‘f C‘“)Wtht.‘l' "inﬂation 18 a state in which the value of m_,: H
talling i.e. prices are rising”. According to Prof. | lawtrey “ing )
“I'Elers to the issue of too much currency”. Inflation is defm;;"
Edward "a persistent and appreciable rise
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purely hile others consider it 5 , '
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(e) Hyper inflation: In this
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case price level will rise every
moment, | ' Bud &
The change in price would be difficult to

::fasuref as the rise :m price would be very severe. In
s Of percentage it would be more than 1000% per

ét;ar- Austria, H-ungary, the former US.S.R., Poland and
rmany experienced hyper inflation during the First

indicated by Prof. Samuelson’s statement that “we used
togotothestreMthmyinourpocketsandcm

PaskeBMthtumMﬂlfmdhompmkeb. Everything
'S scarce except money.” Hyper inflation is a very serious

problem as it always creates severe distortions in the
my«t RV~ a
d gt

The

B i s
@ B :':' a4 .- - |
P L ALIVIINATI(

- .. _ . '*“‘

Scanned by TapScanner




196 VRV Vipul's™ Business Econon.

interfere in controlling inflation. It is left to marke fore,
regulate the rise in prices.
(3} On the basis of coverage, inflation is divided intq 5Poy
#inflation and comprehensive inflation: When '
occurs in a particular sector of the economy, it is Said :
sporadic in nature. If it covers the entire economy, "
as comprehensive inflation.

(@) Time period is also used to classify inflation as Peaces. |
M,. ve inflatic n and post war inflation Pea(:::
_occun . excessive expenditure
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f::lema.nd for goods and rise in the price level. This
inflation due to deficit financing 15 called deficit inflation.

(d) Currency inflation: When the supply of money is more
than l:h? supply of goods and services, then prices tend to
rise which is known as currency inflation.

(e) Profit inflation: Profit inflation is induced by the excess
profits earned by the entrepreneurs. Generally during
inflation, the entrepreneurial class earns more profit due
to rise in prices. This increase in the profits encourage
investment, real goods and services should increase.

(f) Tax inflation: Due to

‘1
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: oull Inflati -
M Pemand pu loped by J. M. Keynes, [t l‘efﬂr:”

for good
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ent. Full employment refers to a Situati,
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C
demand incre The Cquilibriyy, |
reases fr{)m n price is OP. When
fl‘OmlOQ to OQ,. hby, supply increases
supply Cllrve slo rises from OF to OP,. The
pes Ufwardq upto point E, and
that the economy has attai_:rtlcal Straight line, It implies
i ed full Employmvnt situation.
Price level will continue to
UmPloyment level, the
h I:ity demanded and

hcreues further,
lﬂcl will

rise further. At the full
equlllbnum price is OP, and

supplied is equal to om
supply cannot be incre

continue to rise [-urﬂ.m.
as demand pull inflatic

supply increases. Bu[-

increases. This' is erm
dlagram th.lS ]_S m h-- 5;

employment is attained ar
does not increase leading
According to Keynes, '
employment is attai

from consumer oo
considered as the
: tion. -
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(c)

(d)

T ~ VL Intlah ™ uedining which led
been initiated to boost the 8i2;viurther reforms have also

h rate ang employment.
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sods and services. Thjg .
| (

for 8 _
g " e in the price leve] e,

and more de S Dt oo
demand will result 1I

» expect the prj
. <. [f people eXpec Prices |
tations: [fp . Qo O n
e P e will b demanded at present .4
uture, | |

: ice level. 9
increase in :i:r:;ilsupply side: Inflation Arise,
demand for ge(:)ds and services 15 tn‘l\::: th::e th%- SUpp?'l
goods and services. Supply may no P pace with ey
due to the following factors: | |
(a) Inadequate resources: Lack of resources m t"’lru

labour, raw malte L_ als, _ Parm Et(z. will lm;
inflation. ¥ | |

(2) Factors influ
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Jue of money: Inflation - [
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(6) Erosion in the V

' s of MO
purchasing power “*
gets eroded and this leadft

countries. This resul ,-
EFFECTS OF INFLATION ON DISTRIBUTION OF : .

AND WEALTH: _ TR M
generally said to be redistributing st of Vou-r of theh
people at the expense of the poor: S ¢ Pmd‘:lctlon of
tends to increase during intlation. owever, Prices o
businessmen. During 1nf
speculators gain the max K .
flexible income groups. Tt
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live on fixed savings con
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mﬂanon I'E'dlstrlbutes Inc :
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1l,t.,1f" md consumers,
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IN favour of businessmen,

fixed income groups,
> are the worst affected

Jation reduces e CmumPﬂon of goods #nd services and
s the general welfare of the Higher prices reduce
ﬁef pthI'l of goods and low ;if._ he :"=' \dar d gf living of the
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inflation.

(1) Monetary Measures:

@ d
(2) Fiscal Measures arn

(3) Other Measures. lained ORI
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o control inflation effectively,
Nmbiﬂf“ion of both fiscal and mo

other Measures:
L IVesS are
) (a) mrgfinl:::ers of ess of;:lmd by the government to the
P | “ .
) Efforts are undertaken to
ag ricul tural and in ‘ us
excess demand for g
managed.
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