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® Inflation 1s defined as a situation where there 1s sustained,
/ unchecked increase in the general price level and a fall in the
purchasing power of money.
® Thus, inflation 1s a condition of price rise.
/’ The reason for price rise can be classified under two main heads :
(1) Increase in demand (2) Reduced supply.
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Inflation Rates in India

b\zﬂﬁ /There are different indice‘g in India like Wholesale Price

Index(WPI), Consumer Price Index(CPI) etc. which measure
inflation rates in India. But what we generally find in headlines

@ s inflation rate in India is Inflation rate based on WPI. B
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Headline Inflation vs Core Inflation

4

Having studied inflation rate measurement at different levels,

now let’s focus on two terms related to inflation. They are
Headline Inflation and Core Inflation.
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Headline Inflation
/' Headline Inflation 1s the measure of total inflation within an

commodities. D

* The inflation rate expressed in Wholesale Price Index (WPI)
usually denotes the headline inflation. Though Consumer Price
Index (CPI) values are often higher, WPI values traditionally
make headlines.

sﬂﬁ%w@ﬁr

* TSI HEEhITA Tohell et o Widl el HEEhild T 71T &
zﬂﬁ‘um—l U SR 31 Al Il ol I qlog\‘ﬂT&lFr%I

* 9Tk o GeIohich (swaﬂl‘ﬁ)ﬁaﬂ?ﬁwﬁﬁa ATHIR T 2SATEH
W‘ﬁﬁr I T 3 Tl STH qed geehich (HIHeTS) Ao
SR AR B SIS T Wwﬁuﬁmaﬁ%

/ economy. It includes price rise in food, fuel and all other
i




GS/ GK BT HAETEATH

Core Inflation (Underline Inflation or Non-food Inflation)

_~"* Core inflation is also a term used to denote the extend of inflation
in an economy. But Core inflation does not consider the inflation
in food and fuel. This is a concept derived from headline inflation.
There is no index for direct measurement of core inflation and
now it 1s measured by excluding food and fuel items from
Wholesale Price Index (WPI) or Consumer Price Index (CPI).
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Causes of Inflation
There can be two set of factors that can cause inflation in an

economy. They are [Demand P@and (Cost Push.)
(A, Demand Pull Factors™ ~

// Rise 1n population
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_~Rise i income
% Excessive government expenditure
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Causes of Inflation
/B. Cost Push Factors

® (InfrastructureNbottlenecks which lead rise in production and
distribufion costs.
_* Rise in Minimum Support Price (MSP).
Rise in international prices. -
_* Hoarding and black marketing.
_* Rise 1n indirect taxes.
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® Hyperinflation - Occurs when there 18 an extremely rapid

o
o

/1ncrease in prices, leading to a collapse of the currency and the
economy. In 1923, the German mark became worthless due to

hyperinflation, with prices doubling every two days.

/’ {gl:lation - The opposite of inflation, where the prices of goods
and services decrease over time.
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®* Hyperinflation - Occurs when there 1s an extremely rapid

increase 1n prices, leading to a collapse of the currency and the
economy. In 1923, the German mark became worthless due to
hyperinflation, with prices doubling every two days.

* Deflation - The opposite of inflation, where the prices of goods
and services decrease over time.
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@ Running/Galloping Inflation - A rapid increase in prices occurs

o
o

over a shorter period than walking/trotting inflation.
Running/galloping inflation can be caused by a sudden increase
in demand for goods or a decrease in the supply of goods.
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What measures can be taken to address inflation?

* Both government and central bank (Reserve Bank) try to tackle
/ inflation with their policies which are known as Fiscal and
Monetary Policies respectively. Fiscal policies correspond to tax
related measures taken by the government to control inflation

(money supply).
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What measures can be taken to address inflation?

/ RBI through its various monetary policies limit the money supply

/oy altering rates like (;RR, Repo, Reverse Repo etc.

Administrative measures taken by government like strengthening

of Public Distribution System also plays a crucial role i curbing
inflation.
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Q.1 A persistent fall in the general price level of goods and services 1s known as
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a) @eﬂation 4
b) Disinflation \/
c) Stagflation /
d) Depression /
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® Inflation refers to rise in general price level of

goods and services, deflation 1s fall in general
price level of goods and services. Deflation i1s
inflation in negative zone, i.e. a decrease in the
general price level of goods and services.
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Q.2 Which among the following is an anti-inflationary measure?
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®* Disinflation means the decrease 1n the

rate of inflation. It is a slowdown 1n tﬂe

rate of increase of price levels of goods

and services. This is different from

~ deflation, in the way that Disinflation is
only a marginal and short term decrease
in rate of inflation.
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Q.3 Which of the following concepts 1s the opposite of inflation?
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b) Stagflation /
C) Recession/

d) None of the above




Q.4 A government resorts to to reduce inflation.

V4 EThI HETEhIT 3hi 3 3 o oIy T GEN il 3l

5 amy ) >
= , \/ . .
,/?/ (Cuts In government spendl@
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c) Reduction in repo rate

d) None of the above /




Q.5 If too much money 1s chasing too few goods, the resulting inflation 1s known as
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Q.6 The main causes of inflation in India are

WA H STERITCT o T 0T H

(@]

a) The inadequate rise in industrial
production

b)/Erratic agricultural growth

/ . .
c) Deficit financing

d)”(All of the above
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Q.7 _ 1s an effective method to control inflation in the economy.
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Q.8 Inflation 1s measured by
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/ a) Consumer price index
/ b) Wholesale price index
/ c) Marshall’s index

d) None of the above
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Q.9 When 1inflation 1s a result of an increase in the price of factors of production, the

o
o

result 1s
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a) Stagflation
b) Cost-push inflation

¢) Demand-pull inflation

d) None of the above
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Q.10 The combination of stagnation and inflation 1s known as
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a) Stagflation

b) Cost-push inflation
¢) Demand-pull inflation

d) None of the above
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Q. 11 The demand for a commodity or service which 1s a consequence of the

demand for something else 1s called
forelt o 3 Wt ot i it forel} 37 <1 ?ﬁﬂmwﬁ(ﬂm% 3 T el STl 87
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(a) Income Demand /3T 3! T
(b) Derived Demand / Jcd~ HIT

(¢) Composite Demand / THIT AT
(d) Direct Demand / IcI&T AT
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®* Demand for a good or service that is a result of demand for
something else is called derived demand. Derived demand
can be 1n relation to any item, such as building a house or
producing goods, then demand for different items
automatically arises to fulfill these tasks.
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