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This module examines more closely the issue of inflation and why the Bank of 
Canada is so focused on it. It goes on to study not only why, in controlling, 
inflation is so important but also how it is determined whether or not inflation is 
presenting a problem. 

Learning Outcomes 
The students will be able to: 

1. Explain the terms listed below. 
2. Identify the primary focus of the Bank of Canada. 
3. Explain how it monitors inflation. 
4. Identify factors which impact our economy.  
5. Explain why a stable inflation rate is so important to our economy. 

 

 

New terminology 
• Short-run capacity 
• Output gap 
• “core” rate of inflation 
• CPIX 
• Natural rate of inflation  
• Social fabric 
• Frictional unemployment  
• Structural unemployment 
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Implementation Strategies 
This lesson will take two class periods to complete as the students will be 
involved in a group competition called “Pass the Mike.” In order to prepare for 
this game, the students will be required to read Module 6 and prepare notes on 
the key ideas presented in the module. How the group decides to prepare 
these notes is up to them but each member of the group should have the same 
full knowledge of the ideas and concepts once they have finished their 
preparation. 

Direction to the teacher on how the game is played.  

Below, the teacher will find a list of questions and new terms which will not be 
presented to the students until the start of the game. To begin the game, the 
teacher will take a handheld instrument which we will call “the mike” and give it 
to one of the groups. When doing so, the teacher will indicate which term that 
group must explain. The group will then pick a member who must go to the 
front of the room and give as complete an answer as possible. The teacher will 
award a mark out of 5 for the answer and, if there is missing or incorrect 
information that can be added or corrected by another group, that group will be 
awarded a bonus point. Once that term (and subsequently question) has been 
completed the person holding the mike will determine the next term that is to 
be addressed and hand the mike to another group of his or her choosing. Once 
a student has held the mike they are not eligible to hold it again. The selected 
group must pick a member and follow the pattern. This will continue until all 
terms have been explained and all questions have been answered. All terms 
must be answered before any question can be assigned. Each group must 
have the same number of opportunities as each of the other groups. The group 
with the greatest number of points wins.  
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Period One: 
• Begin the lesson by dividing the class into four groups. 
• Explain that they are going to have to read and become knowledgeable 

on the content of Module 6.  
• Explain to them that how they prepare and learn the material is up to 

them but that all members must have the same working knowledge of 
the material once they have finished the task. 

• Indicate to them that this work is in preparation for a group contest 
called “pass the mike” which will be played in the next class period. 

• Allow them the remainder of the period to read and prepare for the 
game stressing that they will only have this period to prepare and the 
game will be played at the start of the next class period. 

 

Period Two: 
• Begin the lesson by having the terms and questions listed below ready 

to be displayed to the class. 
• Arrange the students into their groups and begin the game by revealing 

the terms and questions and assigning the first term to a group. 
• Continue playing the game and awarding points until it is finished and a 

winner has been declared. 
• Conclude the lesson by holding a plenary session and addressing any 

outstanding questions or comments. 
 
List of Terms: 

1. Short-run capacity 
2. Output gap 
3. “core” rate of inflation 
4. CPI 
5. CPIX 
6. Natural rate of inflation  
7. Social fabric 
8. Frictional unemployment  
9. Structural unemployment 
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List of Questions: 
1. What is the Bank of Canada’s primary objective and what is its target 

inflation rate? 
2. What areas does the Bank of Canada hope to influence in adjusting 

interest rates? 
3. What is the Bank of Canada concerned about as the economy 

approaches its short-term capacity? 
4. Why is price stability so important? 
5. Why is the Bank of Canada concerned about inflation? 
6. What impact does higher than desired inflation have? 
7. What signs and signals does the Bank of Canada monitor to 

anticipate problems? 
8. How can inflation “feed on itself?” 
9. How can unstable inflation impact our social fabric? 
10. How does the Bank of Canada measure inflation? 
11. Who is responsible for maintaining the CPI? 
12. What types of things can affect the CPI? 
13. Why is the Bank of Canada so focused on the output gap? 
14. What signs and signals indicate where the economy is headed? 
15. Why is deflation also a cause for concern? 

 

  



Pg. 06  Price Stability 
    

Evaluations 
The group responses can be evaluated. 

Other Related Activities 
1. The students can access any of the websites below to research, in 

more depth, one of the topics. 
2. The groups could develop a game or scenario which, when 

completed, demonstrates the impact that inflation has on spending 
and subsequently, on the economy. 

3. The students could access the StatsCan website – 
http://www.statcan.gc.ca/tables-tableaux/sum-
som/l01/cst01/cpis01a-eng.htm in order to examine CPI trends and 
provincial statistics. 

On-line Links 
Your guide to the CPI – StatsCan – http://www.statcan.gc.ca/pub/62-557-x/62-
557-x1996001-eng.pdf 
 
The Consumer Price Index – Bank of Canada – 
https://www.bankofcanada.ca/wp-
content/uploads/2010/11/consumer_price_index.pdf 
 
Inflation and Price Stability – Bank of Canada – 
http://www.bankofcanada.ca/wp-
content/uploads/2010/11/inflation_price_stability.pdf 
 

 


