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“How did we let inflation get out of control?” We think of an inflationary period as a time when everybody loses purchasing power. Yet, when prices rise, there are those who benefit. 

“Who are the winner and losers from inflation?” “The primary responsibility for controlling inflation rests with the national administration. Finally, in the 1970s, the government was pushed to take drastic action.” 

“What was the result?” Rising prices became a fact of life despite the clamor to do something about it. Inflation: “How did the spiral begin?” 

Headlines read: Ford Sells Model T, Oil Industry booms, Stock Market Crashes, Depression Lingers, Farmer protest prices, FDR offers new deal, Labor strikes, War Economy booms, LBJ hails great society, Fed loosens supply, and Airlines deregulate. 

“Inflation: How did the spiral begin? At the Bureau of Labor Statistics, they measure inflation, in a sense, with the consumer price index, totaling the costs of goods and services, then comparing them from month to month and year to year inflation has affected everybody. Inflation has affected everybody.” 

The CPI or consumer price index is calculated by dividing the cost of CPI of something at current period prices over the cost of CPI of something at base period prices time hundred. 

The Inflation rate is the percentage change in the price level from one year to the next. Inflation rate is calculated by subtracting the CPI in current year from the CPI in the previous year over CPI in previous year times hundred. 

“Some look back nostalgically to the three-cent postage stamp. When price go up a little, we are not surprised. But when they get out of hand we take notice, as we did in the late 1960s when prices began spiraling upward.”
“Inflation is a situation in which the cost of living is rising and the value of money is shrinking. Deflation is a situation in which the cost of living is falling and the value of money is rising.”
“Our level of GNP (Gross National Product) is low. Our price leveled here. We not try to increase aggregate demand.” “The tax cut of 1964, giving more income to consumers, would be a perfect example. GNP now goes up, meaning more production and jobs for everybody, but the price level remains the same. We have growth without inflation.” 

“Look here. We faced this in the late 1960s. Demand was already high the great society programs had been launched. The Vietnam War suddenly gives demand a big shot in the arm.” “Our aggregate demand curve shifts up. There is a difference. The increasing demand’s effect goes into higher prices. We are already producing at the economy’s capacity. Supply does not increase.” “We have entered the world of demand-pull inflation. Keynesians felt that the economic cure was simple. Lowe demand by raising taxes. If a tax cut can raise demand, a tax increase can reduce demand. We can never know how this remedy would have worked.” 

“Inflation is to become a more complex and painful phenomenon. Inflation, a source of anguish and despair as it undermines purchasing power and eats away at savings. It’s hard to plan for inflation. When it spreads rapidly, many are unprotected, particularly those on fixed incomes.”
“But there are those who benefit from unexpected rising prices. Who are they? People in debt can gain from inflation. The great Middle Class traditionally goes into debt to buy a house. When interest rates on existing mortgages are lower than the rate of inflation, home owners win. They repaid their loan and their property values rise. Those who don’t benefit are the poor they are poorly organized.”
“Inflation was becoming more complex. By the 1970s, inflation was continuing to grow, but demand fell off and the economy stagnated. Stagflation is a combination of recession (falling real GDP) and inflation (rising price level).”
