QUESTIONS

1. Price inflation is a 


 In the general level of 

. This means that prices of goods and services 


 over some time, which in turn 

 the value of money, so consumers will be able to buy 


 for the same money.

2. Simple price index is used to measure the change in the price of 

 commodity. Composite price index measures the change in the price of 

 commodities.

3. How is consumer price index calculated?

4. What are the economic uses of the CPI?

5. What are the limitations of the CPI?

6. What are the economic effects of inflation?

7. Deflation is when consumer prices 

.

8. The three types of inflation are: a)


, b)


, c)

.

9. Match column A with column B.

	A
	B

	Cost-push inflation
	Happens when the level of aggregate demand exceeds the level of suppy in an economy

	Demand-pull inflation
	Happens as a result of changes in the monetary policy

	Monetary inflation
	Happens as a result of an increase in the cost of production or the cost of input into production


10. Cost push inflation is any 

 in the general level of prices due to an 

 in the cost of production or the cost of 

 into production.

11. What are the sources of cost push inflation? What can be done to stop cost push inflation?

12.Demand pull inflation is when prices increase as a result of aggregate demand 

 aggregate suppy. During such inflation there is more 

 than 

.

13. What are the reasons for demand pull inflation and how can it be stopped?

14. Monetary inflation arises as a result of changes in the 

 

, eg....

15. What are the effects of deflation?

16. Why is price inflation different in various countries?

