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O v e rv i e w

MAKING SEVEN DOLLARS AN HOUR 
may sound like a lot of money to
young people. They often have a hard

time understanding that what is “a lot of money”
depends on what they want to buy and how
much those goods and services cost. Inflation
a ffects the value of money. In this integrated
unit, students discover the cause of inflation.
They use graphing skills for statistical inform a-
tion. They sharpen their re s e a rch skills by find-
ing the cost of certain products over time.
T h roughout the unit, cooperative group learn i n g
enhances individual eff o r t s .

Teaching Activities
Lesson 1  Anticipatory Set 

As an introduction to inflation, students will go
on a shopping spree. Project TR A N S PA R E N C Y 1 ,
Shopping Spre e, on the overhead pro j e c t o r. Fill
in the prices (see prices table page 13) with a
dry erase marker.
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e x p e n d i t u res to make sure that they have
stayed within their limit. Take a few minutes to
let a couple of the students tell others in the
class what they will buy.

Now tell the students that a parent just got a
p romotion, so they are getting a raise in their
allowance. Instruct them to go to Column B to
see how much they are making as a result of
their good luck. Ask the students to shop
again—while making sure that they are not
spending more than they have to spend. Once
again, ask some students to tell the others what
they have placed on their shopping lists. Ask
the students:

● Did any of you change what you had 
planned to buy? Why?

Let the students know that they have one last
chance to shop. Instruct them to move to
Column C and take note of their new, higher
allowance. Wipe the transparency clean and fill
it in again with the following prices:

F o u r- w h e e l e r $ 1 1 , 2 0 0

C o m p u t e r $ 1 , 3 0 0

Te l e v i s i o n $ 5 5 0

Playstation 2 $ 3 5 0

S t e re o $ 4 0 0

Jet Ski $ 7 , 3 0 0

Mall Gift Certificate $ 4 , 0 0 0

Have the students list what they would like to
buy. To wrap up the exercise and review, have
the students think about the re l a t i o n s h i p
between prices and income. Ask a few ques-
t i o n s :

● How was your buying affected in Shopping 
S p ree B? 

● How did the price increase in Shopping 
S p ree C affect your buying? 

Lesson 2  Active Reading

Active reading is an important aspect of 
c o m p rehension. Have the students work as

MIDDLE SCHOOL

Prices T a b l e

F o u r- w h e e l e r $ 2 , 0 0 0

C o m p u t e r $ 4 0 0

Te l e v i s i o n $ 1 0 0

Playstation 2 $ 1 0 0

S t e re o $ 1 2 5

Jet Ski $ 2 , 7 0 0

Mall Gift Certificate $ 1 , 0 0 0

Distribute HA N D O U T 1, Shopping List. Tell the
students that they will be getting a larg e
allowance. Ask them to select what they will
buy with all of their money. Remind them that
they can always save their money. They should
then list those items and the prices, using
Column A, and they should total all of the

Objectives 
✏ Students define i n f l a t i o n.

✏ Students identify the cause of inflation.

✏ Students determine the effects of infla-
tion on individuals and the economy.

Time Requir e d
✔ One week 

M a t e r i a l s
✒ Federal Reserve Bank of New Yo r k ,

The Story of Inflation, comic-style
b o o k l e t

✒ Tr a n s p a rency 1 Shopping Spree 
C a t a l o g

✒ HA N D O U T 1 Shopping List

✒ HA N D O U T 2 Inflation Cause & 
E ffect Chart

✒ HA N D O U T 3 Cost of Products 
R e s e a rc h

✒ HA N D O U T 4 Graphing the Real 
and Nominal Cost 
of Pro d u c t s
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MIDDLE SCHOOL

partners. Read The Story of Inflation, pages 1-9.
During the reading they will complete the
I n f lation Cause & Effect Chart, HA N D O U T 2 .
Discuss the chart as a group. Now have the stu-
dents read pages 9-23. Discuss the re l a t i o n s h i p
between prices, income, and inflation.

Lesson 3  Integrating T e c h n o l o g y

This re s e a rch activity will give the students an
opportunity to discover the impact of inflation
over the period from 1980 to 1996 in the
United States. 

To begin the lesson, explain CPI, the Consumer
Price Index. CPI is one measure of inflation. It
is calculated by periodically looking at the
prices of a basket of consumer goods. This bas-
ket includes things that most Americans buy—
b read, gasoline, etc. When all of these prices
begin to rise, we are experiencing inflation. To
calculate inflation you must have a base year or
starting point. CPI in the base year is always
100. If the CPI for the next year is 103, prices
have risen by three perc e n t .

Next, explain real versus nominal prices. Real
prices re p resent only the value of the good. If
you are looking at CPI, real prices are the
prices in the base year. Nominal prices are the
real prices plus the inflation rate. (Prices in the
s t o re are nominal.) Prices may rise without a
change in real prices. This will be better illus-
trated as the students work through the follow-
ing exerc i s e .

In cooperative groups, the students will
re s e a rch the cost of common household pro d-
ucts at each of the given years. Ask the stu-
dents to complete HA N D O U T S 3 and 4. Using the
data collected, the students will then graph the
i n f o rmation in Excel.

Extension Activities 
New learning always lends itself to writing
opportunities. Try some of these ideas:

● Students will have fun creating their own 
“How to Stop Inflation” Bro c h u re .

● C reative writing exercise: You are a $20.00 
bill. You have been in circulation for the last 
fifty years. Tell us about your travels and 
your experiences as your value has changed 
f rom year to year.

● Design your own comic strip to teach others 
about inflation.

C o n c l u s i o n
This integrated unit could be used with various
age groups. Most young people have no inter-
est in inflation until it affects them. Thro u g h
simulation they can experience the effects of
inflation and learn its causes.

Economic Concepts

Price level The average cost of purc h a s i n g

goods or services. 

I n f l a t i o n A general rise in the price level,

caused by a rise in the supply of money with-

out a pro p o rtional rise in the supply of goods

p ro d u c e d .

C P I Consumer Price Index. A measure of

i n f l a t i o n .

Nominal Prices C u rrent market prices. These

prices include the effects of inflation.

Real Prices C u rrent market prices minus the

rate of inflation.
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TR A N S PA R E N C Y 1
Shopping Spree Catalog

MIDDLE SCHOOL

$ _ _ _ _ _ _ _ _ _ _

$ _ _ _ _ _ _ _ _ _ _

$ _ _ _ _ _ _ _ _ _ _

$ _ _ _ _ _ _ _ _ _ _

$ _ _ _ _ _ _ _ _ _ _

$ _ _ _ _ _ _ _ _ _ _

$ _ _ _ _ _ _ _ _ _ _
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HA N D O U T 1
Shopping List
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HA N D O U T 2
Inflation Cause & Effect Chart

MIDDLE SCHOOL

Effect on
savers:

Effect on the
value of
money:

Effect on
lenders:

Effect on
builders:

Effect on
retired people:

Effect on 
workers:

Cause:
A rise in gen-

eral prices
b rought on by
a rise in the

supply of
m o n e y
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HA N D O U T 3
Cost of Products Resear c h

MIDDLE SCHOOL

R e s e a rch the cost of products listed below at each year. Complete the table. Go to

h t t p : / / w w w. b l s . g o v / c p i .

Click on:  Get detailed statistics

Average Price Data

Select ❑ fuel, oil, per gallon, ❑ gasoline, unleaded re g u l a r, ❑ b read, white, and ❑ milk, all types.

Retrieve Data

M o re Formatting Options

Specify year range

1980 to 1996

Select one time period

Choose J a n u a ry

Retrieve Data

Complete the nominal prices

table to the right. Be sure to

round off numbers to the

n e a rest hundre d t h .

1 9 8 0

1 9 8 4

1 9 8 8

1 9 9 2

1 9 9 6

fuel, oil g a s o l i n e b re a d m i l k

Now complete the real prices chart. Go back to h t t p : / / w w w. b l s . g o v / c p i.

Click on:  Get detailed statistics

Inflation Calculator

Go through the entire chart, finding the equivalent prices in 1996 dollars and filling in the

c h a rt below. For example: If the price of bread in 1980 is $.50, enter .50 in the top box.

Then click on 1980 in the top pull-down bar. Click 1996 in the bottom pull-down bar, and

p ress calculate. Enter that number in the real prices chart at 1980-bre a d .

1 9 8 0

1 9 8 4

1 9 8 8

1 9 9 2

1 9 9 6

fuel, oil g a s o l i n e b re a d m i l k

Nominal Prices

Real Prices
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HA N D O U T 4
Graphing the Real and Nominal Cost of Pr o d u c t s

MIDDLE SCHOOL

Now take the prices you re s e a rched and calculated, and compare them in a line graph.

Click on Excel.

Nominal Prices

In row 2, column A, enter 1980. In row 3, column A, enter 1984. Continue down the ro w s

with 1988, 1992, and 1996.

In row 1, column B, enter fuel. Continue across with gas, bread, and milk. Fill in the chart

you have just created with the prices from your Nominal Prices worksheet.

After you have finished entering the data, highlight the entire chart .

At the top, click insert, then chart. Select a line graph in the Chart Type box. Then click fin-

ish. You should be able to see your prices chart e d .

Your finished line graphs should look like this:

Real Prices

Now we are going to look at the prices without inflation.

At the bottom of the screen, click on sheet 2.

In row 2, column A, enter 1980. In row 3, column A, enter 1984. Continue down the ro w s

with 1988, 1992, and 1996.

In row 1, column B, enter fuel. Continue across with gas, bread, and milk. Fill in the chart

you have just created with the prices from your Nominal Prices worksheet.

After you have finished entering the data, highlight the entire chart .

At the top, click insert, then chart. Select a line graph in the Chart Type box. Then click fin-

ish. Now you can see how the real prices have changed.

Do you see any kind of a pattern? Explain. ____________________________________________ 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _




