
THESIS ON INFLATION IN PAKISTAN

The survey of literature on inflation in Pakistan shows clearly that the monetarist This paper is a part of the Ph.D.
dissertation submitted to the University of.

It needs to be controlled by strategic planning. The increase in electricity prices would have a major impact on
overall inflation. Food inflation was closed to 9. As the taxes rise, suppliers often pass on the burden to the
consumer; the catch, however, is that once prices have increased, they rarely go back, even if the taxes are
later reduced. Hence, a rug, which used to be 25 kilograms in weight years ago, is only five kilograms in
weight today. As a result, prices end up rising at an extremely high speed to keep up with the currency surplus.
There have been numerous theories on how to defeat inflation and even some theories on whether, or not, it
should be defeated at all. Supply side pressure emanated from a variety of factors, prominent among those are:
increase in support price of wheat for three years in a row, shortage of wheat owing to less than the targeted
production, mismanagement in wheat operation in one of the wheat deficit province, inter-provincial ban on
the movement of wheat resulting in sharp increases in prices of wheat and wheat flour. In my opinion, TCP
should plan the process by which we can have the maximum production at lower cost at home, instead of
formulating plans to import the items. This is called the demand-pull, in which prices are forced upwards
because of a high demand. On the other hand, direct taxes reduce the take-home income and have
anti-inflationary effect. Inflation is one of these core problems. Inflation refers to a rise in prices that causes
the purchasing power of a nation to fall. Same goes with ephemeral items movies, restaurants, hotel rooms
The WPI covers the wholesale price of commodities prevailing in 18 major cities of Pakistan. Invest in things
that you're going to use anyway and will serve you for a long time. If you want to lower inflation, you have to
accept a semi-standard economy. The Wholesale Price Index WPI is designed to measure the directional
movements of prices for a set of selected items in the primary and wholesale markets. The price hike would be
nearly unbearable for the domestic consumers, where the required increase is worked out at pc. For this reason
the Federal Reserve is always looking for the perfect equilibrium at which we can maximize our economic
growth while keeping inflation as minimal as possible. For example, if raw materials increase in price, this
leads to the cost of production increasing which in turn leads to the company increasing prices to maintain
steady profits. Exchange Rates: An escalation in the exchange rate is possible by increasing the rates of
interest or buying money through the central bank interferences in the foreign exchange markets. To count as
inflation, the price increases must be general throughout the economy and must continue over time.
Agriculture sector, on which the major industries rely for the raw material has not been given sufficient
subsidies. Pakistan should become self-reliant. Accordingly, WPI series were computed with , , and as base
years. Therefore, the opposite holds true as well. The usual approximate measure of this is the Consumer Price
Index, which weigh the prices of different goods according to importance in a typical budget and then shows
how much the prices of these goods have increased. It measures changes in the cost of buying a representative
fixed basket of goods and services and generally indicates inflation rate in the country. Thus, controlling
Inflation is important as unrestrained increase of the prices may culminate in Hyperinflation, and an excessive
fall in the prices may lead to Deflation. This resulted in a record trade deficit. This exerts a direct influence on
a handful of planned investment-related projects, which turn out to be unprofitable. Another common cause of
inflation is a rise in production costs, which leads to an increase in the price of the final product. Accordingly,
the CPI series were computed with , , , and as base years.


