Inflation
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The 1960 were years of great prosperity and growth characterized by success in managing economy, but how did we let inflation get out of control? We think as an inflation period as a time when everybody loses purchasing power yet when prices rise, there ate those who benefit. In 1970 the government was pushed to take drastic action. The inflation is calculated when you take the price index, the totally cost of goods and services, then comparing them month to month and year to year. As the country grew in the 1950 no one was worry about inflation.  The late in the decade the economy cooled down and that became a factor in the 1960 elections. Kennedy called for a new frontier and new era of energy and spirit. Walter Heller chaired Kennedy’s council of economic advisors. Kennedy was our first Keynesian president. After Kennedy was kill Johnson took his place and took Kennedy’s economic proposal and pushed the tax plan thought congress and it work perfectly because was one of the most successful tax cut in history, it came out of the textbooks and it went back to the textbooks. The economic policies of the Kennedy – Johnson administration had stimulated demand, creating growth in the economy, business was booming, and jobs were plentiful, unemployment near an all time low. But many observers, including the president’s council of economic advisors were concerned about the appearance of inflation as the economy heated up. Many economist felt a tax increases would take money from consumers and business spending would drop inflationary pressures retreat, but as a tax measure was debated, the white house would unleash new inflation forces. Johnson didn’t want to hear warning about inflation; he had a dream of a great society. JBJ start to create his dream society but his great society, but the big budget item wasn’t the war on the poverty; it was the war in Vietnam. The defense department said it spend a billion dollars a month as we found later it was costing more. The problem is that he wants to run a silence war. He wants to get guns and butter, the domestic programs and the war. The stage set for the surge of inflation without a tax increase or other effectives restraints business; consumers and the government kept spending. The demand was bigger than the economy ability to supply and everything began costing more. Finally the president declared one-year 10% surtax but was than not enough. In the 1960 most economist would say inflation occurs when the total the aggregate demand for good and services in the economy is expanding faster than the aggregate supply. Everybody wants more goods, which aren’t available. The Formula for Calculating Inflation The formula for calculating the Inflation Rate using the Consumer Price Index is relatively simple. Every month the Bureau of Labor Statistics (BLS) surveys prices and generates the current Consumer Price Index (CPI). 

