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LESSON NOTES – WEEK 9 

Subject: Economics      Year: 11 

Strand: 3      Sub Strand: 3.1- National Income 

Content Learning Outcome: - Describe and calculate Consumer Price Index [CPI] and 

Inflation rate. 

Lesson Notes (Copy content learning outcome & Notes in your note book) 

 The Consumer Price Index or CPI is a weighted price index and is used to measure 

changes in the general price level for goods purchased by the average Fijian 

households. 

 

 Limitation of C.P.I  

It does not take into account the market basket of goods and services purchased by all 

families in the economy.  

 

 Measures of C.P.I  

It measures the cost of living and calculates inflation rate of the country. 

  

 Importance of Real GDP  

1. It helps in correcting national income for price changes.  

2. It enhances international comparison.  

3. Difficult to compare a developed country with a less developed country because of 

the differences in the level of economic activity.  

4. Differences in consumption pattern.  

5. Difficulty in currency conversion. 

 

Economic Growth  

It is the increase in Real GDP over a period of time. This means that:  

 There are more goods and services available for consumption.  

 There is an improvement in the standard of living.  

 There is more productivity and employment.  

 There is a better quality of life. 
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Example 

Use the data in the table given below and your own knowledge to answer the question. 

 

i.) Calculate Consumer Price Index (CPI) for the current year. 

Note: No unit for the answer 

ii.) Determine the inflation rate of the above economy assuming that CPI Year 1 is 

100. 

 

Inflation rate = CPI Yr2 – CPI Yr1 X  100 

    CPI Yr1     1 

  = 129.09 – 100 X 100 

   100     1 

  = 29.09%     Note: Write the % sign  

Activity 

The table below shows the data of the only 3 goods produced in Honeyland.   Use the given 

data and your knowledge to answer questions (i) to (iii).   

 

i.) What does the Consumer Price Index (CPI) measure? 

ii.) Compute the Consumer Price Index (CPI) for 2019 using the year 2011 as the base 

year. (Show all working)    

iii.) Calculate the rate of inflation over the period 2011 – 2019. [Note: If CPI Yr1 is not 

given, always assume it is100] 

 


