Activity 8: CPI By Hand

You should be able to solve these by hand by using the CPI chart provided. 

Recall:   
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, so converting an old price into constant dollars makes it comparable to new prices.

1. (a) The average price of a gallon of gasoline (regular unleaded) in 1976 was $0.64. In 1998 it was $1.06. In constant dollars is price of gasoline in 1998 more or less than in 1976? (Use constant 1998 dollars to determine your answer. As always explain your reasoning!)  (b) In 1989, red delicious apples cost on average $0.57 per pound. In 1995, they cost $0.83 per pound. Were apples more or less expensive in 1995 than in 1989? Explain your reasoning.

2. The official definition of "poverty level" is supposed to adjust for the effects of inflation. For a family of four, the poverty level was an income of $3,743 in 1970 and $5,050 in 1975.

(a) Do these incomes have approximately equal buying power in their respective years, as they should if "poverty level" had the same meaning in both periods?

(b) Convert the1975 poverty line into 1997 dollars. How does it compare to the federal poverty line of $16,100 in 1997?

From CPI.xls

	1912
	9.8
	1940
	14.0
	1968
	34.8
	1996
	156.9

	1913
	9.9
	1941
	14.7
	1969
	36.7
	1997
	160.5

	1914
	10.0
	1942
	16.3
	1970
	38.8
	1998
	163.0

	1915
	10.1
	1943
	17.3
	1971
	40.5
	1999
	166.6

	1916
	10.9
	1944
	17.6
	1972
	41.8
	2000
	172.2

	1917
	12.8
	1945
	18.0
	1973
	44.4
	2001
	177.1

	1918
	15.1
	1946
	19.5
	1974
	49.3
	2002
	179.9

	1919
	17.3
	1947
	22.3
	1975
	53.8
	2003
	184.0

	1920
	20.0
	1948
	24.1
	1976
	56.9
	2004
	188.9

	1921
	17.9
	1949
	23.8
	1977
	60.6
	2005
	195.3

	1922
	16.8
	1950
	24.1
	1978
	65.2
	
	

	1923
	17.1
	1951
	26.0
	1979
	72.6
	
	

	1924
	17.1
	1952
	26.5
	1980
	82.4
	
	

	1925
	17.5
	1953
	26.7
	1981
	90.9
	
	

	1926
	17.7
	1954
	26.9
	1982
	96.5
	
	

	1927
	17.4
	1955
	26.8
	1983
	99.6
	
	

	1928
	17.1
	1956
	27.2
	1984
	103.9
	
	

	1929
	17.1
	1957
	28.1
	1985
	107.6
	
	

	1930
	16.7
	1958
	28.9
	1986
	109.6
	
	

	1931
	15.2
	1959
	29.1
	1987
	113.6
	
	

	1932
	13.7
	1960
	29.6
	1988
	118.3
	
	

	1933
	13.0
	1961
	29.9
	1989
	124.0
	
	

	1934
	13.4
	1962
	30.2
	1990
	130.7
	
	

	1935
	13.7
	1963
	30.6
	1991
	136.2
	
	

	1936
	13.9
	1964
	31.0
	1992
	140.3
	
	

	1937
	14.4
	1965
	31.5
	1993
	144.5
	
	

	1938
	14.1
	1966
	32.4
	1994
	148.2
	
	

	1939
	13.9
	1967
	33.4
	1995
	152.4
	
	


3.  In the table below convert $18,000 into 2000 dollars.  
	0% Increase
	
	

	
	
	
	

	Year
	Salary
	CPI
	Salary in Constant Dollars

	1991
	 18,000.00 
	
	

	1992
	 18,000.00 
	
	

	1993
	 18,000.00 
	
	

	1994
	 18,000.00 
	
	

	1995
	 18,000.00 
	
	

	1996
	 18,000.00 
	
	

	1997
	 18,000.00 
	
	

	1998
	 18,000.00 
	
	

	1999
	 18,000.00 
	
	

	2000
	 18,000.00 
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