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Unpacking CPI

Activity Overview

This activity focuses on helping students understand how the Reserve Bank of
Australia (RBA) employs consumer price index (CPI) in the Australian economy.
This activity takes 40 — 45 minutes.

This activity is suitable for year 9 — 10 and can accommodate groups of 25 — 30
students.

Aim

By the end of this activity students will:
e [earn how to measure price changes in the Australian economy;
e [earn how to interpret the CPI basket of goods and services generated by
the RBA;
e Learn what some of the reasons are for inflation; and
e The impact different events have on the CPIl basket of goods and services.

Materials Required

The materials required for this activity include:
e Basket Case: Unpacking CPI Slides provided by Curtin Business School; and
e Print outs of the Unpacking CPI Activity Worksheet provided by Curtin
Business School (you need one category per group).

SetUp

No set up required.

Activity Outline

Duration | Corresponding | Discussion Point
Slide
2 mins Slide 1 Introduce students to the workshop.
Slide 2 Discuss the structure of the workshop and how it will
introduce students to measuring price change in the
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economy, what the different groups are in the CPI
basket, what some reasons are for inflation and how
they will participate in a group activity.

5 mins Slide 3 Ask students if they have recently felt or seen price
increases across any of their usual goods and
services. Let students appreciate that increasing
prices are usually because of an increase in demand
for goods and services within the economuy.

Introduce students to the concept of supply and
demand. As there is a stronger demand for goods and
services, companies will find it harder to keep up with
that demand and often with increase their prices to
mitigate the market shortage.

Inflation measures the rate of change of goods and
services over a yearly basis and is represented by
CPI. The Australian Bureau of Statistics uses CPI to
break down the price change of a typical basket of
goods and services that is purchased by Australian
households every quarter.

2 mins Slide 4 Go through the groups in the CPI basket.

2 mins Slide 5 Discuss that each of the groups in the CPI basket are
given a specific weight and all the weights add up to
100.

5 mins Slide 6 Discuss that as inflation is influenced by consumers

increasing their spending, these are some of the
reasons why consumers might be spending more:
e Consumers have confidence about their future
and finances
e Businesses have confidence about their future
and finances
e There is an increase from trading partners for
our goods and services
e |ower interest rates which encourage
businesses and consumers to borrow more
money
e |ower taxes and increased government
spending can drive demand

10 mins Slide 7 Now that students are familiar with the concept of CPI
and how it measures price change amongst the
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various groups in the CPI basket it is time for students
to work together for the main activity.

In this activity students will be split into groups, with
each group representing one of the four available
categories e.g communication, transport, health and
culture & recreation

Students will be working together in groups to
determine whether their CPI group would have
increased or decreased based on the events
happening in that year. Students will be required to fill
in their respective Unpacking CPI Activity Worksheet,
based on the impact of the events.

Once all groups have decided whether their CPI
basket group will increase or decrease, they must
share with the class one reason for why they believe
their CPI group’s weight will change in that way.

It will then be revealed to students what happened to
their CPI basket group. Students are then required to
plot this on the graph in their Unpacking CPI Activity
Worksheet.

5 mins Slide 8 In the first round the year is 1960. Read over all the
key events that took place in the year and have
students start to consider which of these events might
have had an impact on their CPI group’s weight. Not
all the events will be relevant to all the groups and
therefore, students need to discern based on their
knowledge so far which of these events are most
likely to increase or decrease their weights.

Give students 2 minutes to discuss within their groups
whether their weight will increase or decrease and
why.

Once the 2 minutes is up, have one representative
from each group explain to the rest of the class
whether they think their CPI group’s weight will
increase or decrease and one reason whuy.

Slide 9 Now reveal to students what happened to their
respective CPIl group’s weight. Students are then
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going to record this increase or decrease on their
Unpacking CPI Activity Worksheet.

Slide 10 Now reveal to students just some of the reasons why
this change occurred. For most of the groups seeing
an increase in wages allowed more consumers to
spend money on improving their standard of living.
However, for the communication group as the
government increased their investment, consumers
had to spend less and as a result there was a small
decrease overall.

5 mins Slide 1 In the second round the year is 1980. Read over all
the key events that took place in the year and give
students 2 minutes within their group to decide which
events might have had an impact.

At the end of the 2 minutes have one representative
from each group share with the rest of the class
whether they think their CPI group’s weight will
increase or decredse and one reason why.

Slide 12 Now reveal to students what happened to their
respective CPI group’s weight. Students are then
going to record this increase or decrease on their
Unpacking CPI Activity Worksheet.

Slide 13 Now reveal to students just some of the reasons why
this change occurred.

5 mins Slide 14 In the third round the year is 2000. Read over all the
key events that took place in the year and give
students 2 minutes within their group to decide which
events might have had an impact.

At the end of the 2 minutes have one representative
from each group share with the rest of the class
whether they think their CPI group’s weight will
increase or decrease and one reason why.

Slide 15 Now reveal to students what happened to their
respective CPI group’s weight. Students are then
going to record this increase or decrease on their
Unpacking CPI Activity Worksheet.

Now reveal to students just some of the reasons why
Slide 16 this change occurred.
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5 mins Slide 17 In the fourth round the year is 2023. Read over all the
key events that took place in the year and give
students 2 minutes within their group to decide which
events might have had an impact.

At the end of the 2 minutes have one representative
from each group share with the rest of the class
whether they think their CPI group’s weight will
increase or decrease and one reason why.

Slide 18 Now reveal to students what happened to their
respective CPI group’s weight. Students are then
going to record this increase or decrease on their
Unpacking CPI Activity Worksheet.

Slide 19 Now reveal to students just some of the reasons why
this change occurred.

- Slide 20 Now that all the rounds are complete, show students
what their respective line graphs should have looked
like:

e Students who had transport saw a sharp
increase and then a gradual decline

e Students who had communication saw @
gradual increase before levelling out in the
final round

e Students who had recreation & culture saw the
biggest difference before levelling out in the
final round

e Students who had health saw a gradual
increase across the rounds

Highlight to students that the same year and events
will have varying impacts on all the groups, despite
them all adding up together to form the CPI for that
quarter or year.

- - Workshop concludes.




