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Inflation-Consumer Price Index
[bookmark: _GoBack]Inflation refers to the increase in the entire level of prices. Other scholars define it as the decrease in the value of money since the nature in rising prices usually reduces the purchasing power (Johnson, 2017). The measure of how fast the price is changing is known as the rate of inflation. The rate is usually computed as a percentage increase in the different levels of prices between two time periods that is;

Where CPI0 is the consumer price index for the base year.
	CPI1 is the consumer price index for the current year.
The Bureau of Labor Statistics (BLS) usually measures the consumer price index for two population groups that are all urban consumers (CPI-U) and Urban Wage and Clerical Workers (CPI-W). 
According to the Bureau of Labor Statistics, Tobacco and Smoking Product’s Consumer Price Index is dynamic over the past years; a case study of the year 1995 to 2015. The inflation rate for Tobacco and Smoking Product has been stable from 1995 to 2015. The inflation increased from 1995 to 2000 the reduced from 2000 to 2005, increased from 2005 to 2010 and then decreased from 2010 to 2015. However, the illation fluctuations over the years have been stable when viewed in the economic perspective. All this generally implies that the price of Tobacco and Smoking Products increase from 1995 to 200 (due to positive rise in inflation rate from 0% to 74.94%) then reduced from 200 to 2005 (due to negative rise in inflation rate from 74.94% to 27.31%), increased from 2005 to 2010 (due to positive rise in inflation rate from 27.31% to 60.58%) and reduced from 2010 to 2015 (due to negative rise in inflation rate from 60.58% to 15.30%). 
The rise in inflation rate implies that the prices have risen at a faster rate. The instances in which the inflation rate for the Tobacco and Smoking Products increased over the respective periods of five years implied that the cost of Tobacco and Smoking Products had increased. The companies that used the products as raw materials faced an increased cost in the cost of raw materials. The rise in prices usually causes greater uncertainties and volatility and even causes the workers to demand higher pay due to the increased cost of living (Nakamura, et al., 2018). The increase in inflation rate affects the firms’ decision on investments since they become uncertain of the future costs. The firms may also hold back investments due to the fear of the rise in interest rates to curb the increasing inflation rate. The rising inflation brings confusion to the consumers and others may be inclined to purchase more with fear of an increase in prices further and further.

The decrease in the inflation rate of Tobacco and Smoking Products in the respective five years implies that the prices of the products had fallen due to the supply of the products being higher than the demand. This reduction may be caused by a shortage of money in circulation hence increasing the value of money and in the long run reducing prices. Firms end up producing more goods, for instance, Tobacco and Smoking Products hence they are forced to reduce the products prices to get customers (Tanzi, 2014). The reduction in inflation may cause high unemployment and can bring the economy to a depression situation. Unemployment increases since deflation causes most of the firms to engage in activities of cutting the cost down.

For the past five years, my income level has failed to match the level of inflation since the rate of inflation has been changing while my income level remains constant. The increase in inflation has made prices to increase hence making life expensive in comparison with my income.  Higher levels of inflation have greatly reduced the amount that I could buy using my income. Inflation has made me save zero part of my income which I could have used partly in family education and the rest take my family for a holiday (Tanzi, 2014).
Business managers such the human resource manager should use the CPI statistics to determine what the employees should take home. The manager needs to revise that employees’ salaries as the CPI changes (Tang, et al., 2018). The salaries revision in respect to CPI change helps the employees to be able to cater to rising product prices. CPI needs also to be used during budgeting.
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