ON T HE RELAT IONSHIP BETWEEN FRUST RAT ION

AND INFLAT ION - A CONCEPTUAL MODEL

------------------------------------------------------ ----------------

- DR.NIRM AL SET HIA

INT RODUCT ION

-----------------------

Problemof inflation is a multi - dimensio nal on e.Keeping in vie wthis fact several

Authors have tried to explain the process which lie behind the pheno menon of

Inflation b ynot onlyconsidering the eco no mic variables but vario us other

Non - econo mic variables i.e., wars,immigratio n, the class structure, national character,etc.

Frustration is a non - econo mic but importabt psychological variable.T here is a

Stud yavailable in the econo mics literature concerning with the relationship

T he model presented in this paper concentrate on the relationship betwewen

FRUST RAT ION OF M ANUFACT URING LABOURERS AND T HE

WHOLE - SALE PRICE OF M ANUFACT URI NG GOODS.

SECT ION 1

-----------------------

AS SUMPT IONS

--------------------------

1)Aggregate demand for manufactured goods remain constant

2)Aggregate demand for basic needs(ho use and food)is the function of the population of ma nufacturing labourers,ceteris paribus.

3)Supplyo f basic needs is the functio n of the availability of natural resources, ceteris paribus.

4)T here are no alternatives available to natual resources.

5)Supplyo f manufacturing goods is the function of the frustration of manufacturing labourers,ceteris paribus.

6) Population of manufacturing labourers is co ntinously on the rising side.

7) Aailabilityof natural resources in nature is constant.

8 ) Market clearing whole - sale price include in it the co mpo nent of fixed cost.

9) Wage is not the co mp onent of fixed cost

10)Initiallyecono my is in equilibrium state.

MODEL

Starting w ith the equilibrium econo mic state( Assumption no .10). With time

T here is a positive change in the population of manufacturing labourers( Assumption

No.6).Due to increase in the population there is corresponding increase in the

Demand for basic needs( Assum p tion no.2).Supplyof basic needs depend on the

Availability of natural resources(Assump tion no.3) which are fixed in nature( Assumption no.7).

Due to fixed availabilityo f natural resources supplyo f basic needs is not met in appropriate

Quantities.Shortfa ll in the availabilityof basic needs create FRUST RAT ION amo ngst

Labourers as basic needs are sort of incentive of fundamental importance and it,s

Non - availability in required quantities add up to disco mfor t to labourers.Disco mfort

In the nor mal physic al existence will naturallycreate frustration.Prevailment of

Frustratio n lead to fall in the p roductivity which is reflected in the physical outp ut

Produced.Frustration via affecting the qualirtyo f perfor mance in adverse way lead to

More wastage conse q uentlyfall in physical ouput and supply of the same.No wd ue

T o fall in the supplyof manufacturing goods it,s price( whole - sale price)increases

Whereas the aggregate demand for these goods remain at it, s original level( Assmption no.1).

T hese is a situatio n of less sup plyand higher demand resulting into increase in the whole - sale

Prices.Co mponent o f fixed cost is the pivotal cause behind higher prices.( Assumptio n no.8).

Market clearing whole - sale price is no w higher in co mparision to it,s original level.T h is

Rise in whole - sale price is ind ependent of anychange in the wage cost( Assumptio n no.9).

With time population force of manufacturing labourers go o n increases but the

Availability of natural resour ces does not increases( Assumption no.7) and this situa tion

Maintain the increasing gap b etween aggrtegate demand and supplyof manufacturing

Goods via frustration and lo wproductivity.T his co ntious process of increasing

Gap between aggregate demand and supply maintain the rising trend in the

Index of who le - sale price.T his prolonged trend of rise is the familiar situatio n

Of INFLAT ION.

ECONOMET RIC EQUAT ION T O PREDICT T HE IMPACT OF FRUST RAT ION

ON T HE WHOLE - SALE PRI CE INDEX: -

Follo wing is the equatio n : -

-------------------------------

X1=B1+B2X2+B3X3+U

X1= WHOE - SALE PRICE INDEX

B1=PARAMT ER

B2=PARAMT ER

X2=NUMBER OF INDUST RIAL COMPLAINT S(PROXY FOR FRUST RAT ION)

X3=NUMBER OF FACT ORY ACCIDENT S(PROXY FOR FRUST RAT ION)

PARAMET ERS ARE T O BE EST IMAT ED USING LE AST SQUARE T ECHNIQUE

W IT HIN MULT IPLE LINE AR REGRE SSION MODEL FRAMEWORK.