
CAUSES AND REMEDIES FOR INFLATION

In ordinary terms inflation would mean a process of rise in the general price level. Technically speaking "Inflation means
a persistent rise in the.

In oil prices rose up from 2 dollar per barrel to 10 dollar per barrel. This has created additional demand for
goods and services, due to which prices are rising. Raising the rate of taxation to reduce private spending.
Technically speaking "Inflation means a persistent rise in the general price level in a country over a number of
years". Answer: Inflation is a situation when too much money is chasing too few goods and services in an
economy. Inflation can also be seen as a recurring phenomenon. For example, it prints more money and
spends it. For example, higher prices will cause workers to demand higher wages causing a wage-price spiral.
Reduction of money and supply will automatically reduce money incomes and relieve the pressure on prices.
Again, there is a tendency on the part of the holders of black money to spend more on conspicuous
consumption goods. A rise in taxes will cause businesses to react by raising their prices to offset the increased
corporate tax rate. Steps may be taken to control speculation by raising the margins requirements for loans
against shares, prohibition of future trading, etc. Pakistan is the 6th most populous country in the world. That
is why inflation is difficult to define in an unambiguous sense. Now there is a leftward shift of aggregate
supply curve to AS2. Thus, the inflation rate during the last one year was  To check inflation from this side the
government should provide subsidy on imported oil and government should plan to explore oil and other
natural resources like gas, coal etc. Therefore, there is an artificially created demand excess in the economy.
However, speculators dealing in business in essential commodities usually stand to gain by inflation. Who
would have believed the return on investment you could have gotten from the purchase of a Mark McGwire
rookie card during his first year in Major League Baseball, or a Limited-Edition G. This creates various
problems. Over the long term, the only source of inflation-beating returns has been the stock market. Usually,
in lesser developed economies, the Govt. With that said, even precious metals are liable to being a part of
speculative bubbles. We know that hyper-inflation discourages savings. Saving more is probably the easiest
and most proactive thing you can do to ensure your ability to fund a comfortable retirement. Smith suggested
that minimal intervention should be required regarding government policy as the laws of supply and demand
will be self-correcting. As inflation is caused by a leftward shift of the aggregate supply, we call it CPI.


