
Changing the Hospital and Related Services 
Component of the Consumer Price Index

Improvements in the way the hospital and related ser
vices component of the Consumer Price Index (CPI) is cal
culated by the Bureau of Labor Statistics will be introduced 
by BLS effective with the release of data for January 1997. 
Two complementary changes will be made:

• Items within the hospital and related services com
ponent will be reclassified into two main groups, or 
item strata, instead of the current three. (See table 
below.)

• The definition of the specific items selected for pric
ing within individual hospitals will be broadened sub
stantially. These newly defined items w ill be 
reselected using new procedures in the majority of 
the hospitals from which price data currently are col
lected for the CPI.

There is a growing consensus that medical care price in
dexes should measure changes in the costs of achieving a 
benefit from hospital services rather than changes in the 
costs of individual inputs, such as a day in the hospital or a 
chest x ray. Many medical procedures now require fewer 
days in a hospital to achieve a given outcome; other proce
dures that once required a hospital stay are now performed 
on an outpatient basis. Current data collection procedures, 
because they tend to classify hospital services into narrow 
categories of highly specified individual items, are not well 
suited to produce assessments of price change when treat
ments are continuously changing. The new procedures 
should allow the CPI hospital services index to reflect the 
change in cost to the consumer when, for example, a treat
ment moves from an inpatient setting to an outpatient set
ting.

The reclassification of item strata will provide the ca
pacity to better reflect shifts in the mix and importance of 
treatments. The redefinition of items for which prices are 
collected will provide the capacity to better reflect changes 
in costs associated with how treatments are delivered, re
gardless of where they are given within the hospital. In con
nection with this latter improvement, BLS will introduce 
an improved data collection instrument and procedures. 
These will permit field staff, who collect prices in the sample 
of hospitals throughout the United States, to select item 
samples that better reflect current service delivery patterns, 
reimbursement methods, and payment sources. Item

reselection in hospitals will allow BLS to replace many of 
the items that we now view as medical inputs with more 
comprehensive sets of services formed from key elements 
of selected patient bills. In addition, BLS will intensify its 
long-standing efforts to obtain hospital transaction (reim
bursement) prices rather than hospital list (chargemaster) 
prices.

CPI p u b lica tio n  s tru c tu re  fo r  h o sp ita l se rv ices

Current CPI structure CPI structure effective in January 1997

Hospital and related services Hospital and related services

Hospital rooms Hospital services

Other inpatient services Inpatient hospital services

Hospital outpatient services Outpatient hospital services

Nursing home services

The item strata reclassification will be more visible to 
users because it will affect the index series that BLS pub
lishes at the national level. All breaks with long-standing 
practice inevitably cause some difficulties. To assist users 
and to maintain continuity with earlier versions of the hos
pital and related services index, BLS will set the December
1996 value for the new series equal to the December 1996 
value of the old series. Because there are no comparable 
preceding index series, BLS will set the initial (December 
1996) value of the new indexes for hospital services and 
for nursing home services equal to 100.0.

Currently, nursing home services are part of other inpa
tient services. It will not be possible to continue a series for 
the hospital room index, which has been part of the CPI 
since 1935. The other inpatient services index and the hos
pital outpatient services index have been published since 
1978.

To ease the transition to the new structure, BLS will cal
culate and publish special substrata indexes for inpatient 
hospital services and for outpatient hospital services. Sub
strata indexes are not used directly in calculation of the 
overall CPI and their weights do not remain constant. Medi
cal treatments may move between the two new substrata. 
The new series for inpatient services will be on a Decem
ber 1996=100.0 basis; the substrata series for outpatient 
services will be continuous with the old outpatient stratum 
series so that its initial, December 1996, value will equal
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the final, December 1996, value of the old series.
These changes to the classification scheme make the CPI 

better able to handle new items and, more generally, im
prove the measurement and analysis of price change. They 
are part of a general revision of the CPI’s item classifica
tion—one aspect of the upcoming CPI revision—which will 
be fully effective with the release of CPI data for January 
1998.

Major revisions occur approximately every 10 years; the 
last took effect in January 1987. At the time of these revi
sions, the weights of the item strata are recalculated to re
flect spending patterns reported in more recent Consumer 
Expenditure Surveys. Until publication of the CPI for Janu
ary 1998, weights for the new hospital strata, like those for 
all CPI strata, will derive from the Consumer Expenditure 
Surveys for 1982-84. Effective with the CPI for January

1998, all CPI strata will use weights based on 1993-95 con
sumer expenditures.

BLS is modifying the hospital indexes 1 year before the 
upcoming CPI revision, in part to reduce the cost of the 
revision program. Staggering revision changes rather than 
implementing them all at the same time reduces the need 
for extra staff. Also, changes to the hospital services struc
ture appear more urgent than many other changes to the 
item classification. Rapid changes in medical technology 
and in the pricing of medical services make it important for 
the CPI to undertake these changes as soon as possible.

For additional information on these changes, write to the 
Bureau of Labor Statistics, Division of Consumer Prices and 
Price Indexes, 2 Massachusetts Ave. NE.., Room 3260, Wash
ington, DC 20212-0001, or telephone Elaine Cardenas at 
(202) 606-6985 extension 251.
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Changing the Hospital and 
Related Services Component of 
the Consumer Price Index

Effective with the release of data for January 1997, the 
Bureau of Labor Statistics (BLS) w ill introduce improve
ments in the way in which the Hospital and related services 
component of the Consumer Price Index (CPI) is calculated. 
Two complementary changes w ill be made:

Items within the hospital and related services 
component w ill be reclassified into two main 
groups, or item strata—Hospital services and 
Nursing home services, instead of the current 
three—Hospital rooms, Other inpatient services, 
and Hospital outpatient services.

The definition of the specific items selected 
for pricing within individual hospitals w ill be

broadened substantially. These newly defined 
items will be reselected using new procedures 
in the majority of the hospitals from which price 
data currently are collected for the CPI.

Additional information on these changes was published 
in the June 1996 CPI Detailed Report and is available on 
the Internet. (Go to gopher://stats.bls.gov and access /pub/ 
special.requests/cpi/hospital.txt.) This information may also 
be obtained by writing to the Bureau of Labor Statistics, 
Division of Consumer Prices and Price Indexes, 2 Massa
chusetts Ave. NE., Room 3260, Washington, DC 20212-0001, 
or by telephoning Elaine Cardenas at (202) 606-6985 ext. 
251.
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Changing the Hospital and 
Related Services Component of 
the Consumer Price Index

Effective with the release of data for January 1997, the 
Bureau of Labor Statistics (BLS) will introduce improve
ments in the way in which the Hospital and related services 
component of the Consumer Price Index (CPI) is calculated. 
Two complementary changes will be made:

Items within the hospital and related services 
component will be reclassified into two main 
groups, or item strata—Hospital services and 
Nursing home services, instead of the current 
three—Hospital rooms, Other inpatient services, 
and Hospital outpatient services.

The definition of the specific items selected 
for pricing within individual hospitals will be

broadened substantially. These newly defined 
items will be reselected using new procedures 
in the majority of the hospitals from which price 
data currently are collected for the CPI.

Additional information on these changes was published 
in the June 1996 CPI Detailed Report and is available on 
the Internet. (Go to gopher://stats.bls.gov and access /pub/ 
special.requests/cpi/hospital.txt.) This information may also 
be obtained by writing to the Bureau of Labor Statistics, 
Division of Consumer Prices and Price Indexes, 2 Massa
chusetts Ave. NE., Room 3260, Washington, DC 20212-0001, 
or by telephoning Elaine Cardenas at (202) 606-6985 ext. 
251.
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