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Measurement of Inflation

Consumer Price Index (CPI)

IqAFAT Hed Gaalh

* It is a measure of change in retail * 9§ 3N ﬁ ?'I? a'!-_cl'Sﬂ'

prices of goods and services
consumed.
* The National Statistical Office

(NSO), Ministry of Statistics and
Programme Implementation
(MoSPI) is releasing All India
Consumer Price Index (CPl) on
Base year 2012=100.

*The dearness allowance of
Government employees and wage
contracts between labour and
employer is based on this index.
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Important Terminology

Deflation HqEHI

Deflation is the inverse of FAEHIfY AgERIfY 1 3ereT gl
Inflation. It is the persistent IE AT T A dIAR FHAT g

decrease in the price level.
Deflation occurs when the 5
inflation rate falls below 0%. ﬁT %I

Disinflation .

. . yavhfa AgERfa @ X A
Disinflation is the reduction in  zziy #| rqedify as &t &
the rate of inflation. Jd AGIERfa T T U
1 AT AR ol

Disinflation occurs when the AT
inflation rate falls below its CIC G
current level but is still more  gidl gl
than 0%.



Important Terminology
Recession HqaY
 Arecession is a period of « Har .m nfds
slow economic activity. A afafafat &1 <k #1
recession is usually preceded 3TITI?ITT gy 39HIFAT

by a major drop in consumer A
expenditure. %|
* Such aslowdown in . s IfRAfR™AEY A

economic activity might AN F2 fAaAfeAdt d=
8

endure for several quarters,

thereby halting an economy's HTTIGTEAT FT [EEAR TF
expansion. Thdl gl

« Economic metrics such as - 39 ™ # &,

GDP, profits, employment HATET, cr:]
collapse under this situation. ﬁ"ﬁ?ﬂ:r eIEd 8 I1d gl




Important Terminology H’Gﬁqﬁ G

Reflation RoFerersy
 To recover from the ¢« A ¥ 3 & fAv,
recession, RBI tries to TS o 3Tl'q'ﬁ"f derel Y
increase the money supply HIfAA FIAT 8 3R wWER
and the government tries to HT Feldl a1 Afedst § &
give fiscal stimulus in the A TS m aal T

form of tax cuts or subsidies. ml' ma;’r gl ¥ fhaw
Yy #. Reeesr $r 3w o
path towards a reflationary GlTFﬁﬁo gl Wa;q?;%- E'Q—T-TQTH',

path. Reflation is thus, the -
increase in price levels when N H = ol

the economy recovers from
recession.

These actions take the
economy from a deflationary



Measures to control inflation /H%w?ﬂé' W Agaor & 39

Measures
to control
Inflation

Monetary Policy Fiscal Policy

CurcIGUG) (TSN )







Fscal policy | __ e AR

Fiscal Policy measures FASTTEAT A AT F:A &
employed by Govt. to stabilize T TIFR CELRY GLUEGH
the economy. In case of TorpeiT  &Aifd 39 %’ I
Inflation, major steps taken by HFTI? F A H TSR o

the govt. are as: 33IT d3 HcH 5T TR g
(J Reduction in unnecessary QAT TSH AT A FAT
expenditures QFad H aczjir
JIncrease in Savings A9 H "EgEdr &
] Public Borrowing with the A faisd 3UR
help of Bonds BTk qzjﬁ'

J Increase in Taxes
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