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The Effect of Inflation on the Welfare Cost of Slowing Economic Growth

ZHAOQO Xincheng

(School of Development Studies, Yunnan University , Kunming 650091, China)

Abstract: Both inflation and economic growth have important effects on social welfare. By expanding Lucas’ welfare cost calculation model of
economic growth decline in 1987, and introducing inflation into the model, the impact of inflation on welfare cost of economic growth slowdown
was discussed. Inflation has an impact on welfare costs by affecting the discounting behavior of representative consumers. The welfare costs of
slower growth have fallen as inflation has risen; Under the new normal, the welfare cost caused by economic growth slowdown is 5. 38%.

Keywords: inflation; economic growth slowdown; welfare cost
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