Quantitative Reasoning: Consumer Price Index (CPI) Project

QR CPI Answer Form (Total Point Value = 35)
Instructions: 
· This is the form to use to provide your responses to the required items specified in the document “QR CPI Instructions”.  
· Please start by entering your full name and DePaul id number.
· In any cell below that you see “Enter”, please highlight the description and enter the information that is requested.  Please do not type in any other cell. 

· Wherever it asks for a written response, type your response using complete sentences and correct English.

· Save this document with the name “CPI.LastName.FirstNameInitial.doc”. For example, “CPI.Aquila.L.doc”
	Name
	 Enter Name   

	ID #
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Part A
CPI 
Briefly explain your reasoning for each answer and show your computations. No credit will be given if you do not show your computations.
1. The average price of a gallon of regular unleaded gasoline in 1976 was $0.64. In 1998 it was $1.06. Use constant 1998 dollars to determine your answers. (3 points)

· How much was one 1976 dollar worth in 1998?

· How much was $0.64 in 1976 worth in 1998?

· Is the price of gasoline in 1998 more or less than in 1976?  Why?
2. In 1989, red delicious apples cost on average $0.57 per pound. In 1995, they cost $0.83 per pound. Use constant 1995 dollars to determine your answers. (3 points)

· How much was one 1989 dollar worth in 1995?

· How much was $0.57 in 1989 worth in 1995?

· Were apples more or less expensive in 1995 than in 1989?  Why?
3.   The official definition of "poverty level" is supposed to be adjusted 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. Use constant 1975 dollars to determine your answers. (3 points)

· How much was one 1970 dollar worth in1975?

· How much was $3,743 in 1970 worth in 1975?

· Do the poverty level incomes in 1970 and 1975 have approximately equal buying power in their respective years (as they should if "poverty level" had the same meaning in both periods)?  Why?

3. For a family of four, the poverty level was an income of $5,050 in 1975 and $16,100 in 1997. Use constant 1997 dollars to determine your answers. (3 points)

· How much was one 1975 dollar worth in 1997?

· How much was $5.050 in 1975 worth in 1997?

· Is a poverty level family better or worse off with $16,100 in 1997? Why? 

Part B.
CPI and the Minimum Wage
1. Paste your Minimum Wage Graph in Nominal Dollars here. (5 points)
2. Make some observations from the graph you made in Part B, #1. (3 points)

· What is the overall trend of the graph (increasing or decreasing)?  

· Identify three periods when the minimum wage rate was increasing very rapidly and identify the $ change. 
· Identify three periods when it was not increasing at all. 

You may look at the actual data to answer these last two items 
3. Is the graph you made in Part B, #1an accurate portrayal of the buying power of the minimum wage? Briefly explain why or why not. Refer to Part C of the “CPI Tutorial” for assistance. (2 points)
4. Paste your Minimum Wage Graph in Constant Dollars here. (5 points)
5. Interpreting the Minimum Wage Graph in Constant 2003 $. Make some observations from the graph you made in Part B, #4. (8 points) 
· Describe in what periods of time the basic trend of the graph is essentially upward.

·  Describe in what periods of time the basic trend of the graph is essentially downward. 

· Determine the largest minimum wage

· Determine the smallest minimum wage.

· Determine what year you wish you were living in if you were earning the minimum wage? Why?

· Look at years 1950-1955 and 1981-89 in your nominal dollar wage graph when the actual minimum wage rate did not change. Then look at the constant dollar wage graph and describe what happened to the minimum wage rate in constant dollars during those same years. Explain what caused this pattern to occur.
· Contrast the different perspectives that the nominal and constant wage graphs present to a viewer of the minimum wage over the entire time period.

· Using the ideas developed in sections C and D of the “CPI Tutorial”, explain why the Nominal graph does not present a realistic understanding of the minimum wage over time?

Part C.
Federal Hour Minimum Wage Media Graphs
The Federal Hourly Minimum Wage graph below was widely distributed in September of 1997 when the last minimum wage hike was instituted.  Based on our understanding gleaned from the “CPI Tutorial” and what we have done in this project so far, we want to critique this graph to determine whether it presents a realistic depiction of the minimum wage over time. (5 points)
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· What initial impression does this graph give about the minimum wage over time? 
· This initial impression is due to a serious error that the graph’s presentation contains. Find the error and describe it (Hint: Look at the dates at the bottom of the graph). 
· How does the impression from this graph differ from the impression made by your Nominal Dollar Wage graph in Part B, #1?  
· How does the impression from this graph differ from the impression made by your Constant Dollar Wage graph in Part B, #4?
· Does “The Federal Hourly Minimum Wage” graph shown above present a realistic depiction of the minimum wage? Why?
	Submit your completed Answer Form by e-mail to the Instructor or post it to your private conference by the designated due date. 

Make sure your e-mail has your full name on it and make the subject of the e-mail or the posting “CPI”.

Your facilitator will tell you whether to e-mail or to post your complete Answer Form document.
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