
Changing the Treatment of Mandated Pollution 
Control Measures in the Consumer Price Index

Beginning in 1999, modifications to goods and services 
made solely for purposes of meeting air pollution stan

dards, and that do not otherwise provide direct value to con
sumers, will no longer be treated as quality improvements in 
the Consumer Price Index (CPI). Price increases associated 
with such modifications will be reflected as increases in the 
index.

The Bureau of Labor Statistics (BLS) recently undertook 
to explain precisely the relationship between the CPI and a 
complete measure of changes in consumers* living costs. As 
part of this activity, BLS reviewed the treatment of pollution 
control measures in the CPI. The new policy for treating pol
lution control measures is a direct result of that review.

BLS has stated that the proper objective of the CPI is to 
approximate changes in the cost of living of U.S. consumers.1 
The CPI is intended to approximate a particular subindex of a 
complete cost-of-living index. This subindex is limited to 
prices of market goods and services and is conditional upon 
the levels of other determinants of changes in living costs, 
such as the environment, crime level, and numerous 
government-provided goods and services. The choice of this 
index definition recognizes that not all important living cost 
determinants can be reliably measured and provides users of 
the CPI with a clear specification of its scope and limitations.

Given this definition, changes in air quality, as well as in 
other important environmental factors, are beyond the scope 
of the CPI and, thus, cannot be included in its construction. A 
complete explanation of the relationship between the CPI and 
a comprehensive measure of changes in living costs is con
tained in “The Treatment of Mandated Pollution Control Mea
sures in the CPI.” 2

The new policy for the treatment of air pollution measures 
will become effective with CPI data for January 1999. This 
new practice will have its most significant effect on the motor 
fuel and new and used motor vehicle components of the in
dex. In the vehicle indexes, the policy will apply to all ve
hicle models introduced on or after January 1, 1999. Since 
most of the 1999 model-year vehicles will be introduced be
fore that date, the old policy will be used for the 1998-to- 
1999 model-year changeover in most cases.

Historically, quality adjustments for anti-pollution measures

1 “Measurement Issues in the Consumer Price Index,” paper prepared in 
response to a letter from Representative Jim Saxton, Chairman of the Joint 
Economic Committee, June 1997, available by contacting BLS or on the 
Internet at http://stats.bls.gov/cpihome.htm.

2 Paper available by contacting BLS or on the Internet at http:// 
stats.bls.goy/cpihome.htm.

have been made to the new car (or new vehicle) component of 
the CPI since 1969 (automobile model year 1970), with their 
estimated dollar effect published annually. Since 1988, these 
data have also been utilized to make quality adjustments in 
the used car component. In addition, since late 1994, quality 
adjustments were made for the introduction of reformulated 
gasoline, which was required in selected areas for compliance 
with the Clean Air Act Amendment of 1990. Available 
information is not sufficient to make possible a complete 
accounting of the impacts of this policy in all years. Estimates 
presented below should be viewed, therefore, as 
approximations—rather than as precise values. In adherence 
with standard policy, official CPI historical data will not be 
revised to be consistent with the new practice. For the period 
from December 1968 through December 1997, the new car 
component of the CPI-U rose 174.2 percent. BLS estimates 
that not adjusting for anti-pollution measures would have 
resulted in an increase of 230.2 percent over this period. 
Quality adjustments for light trucks have been made since they 
were introduced into the CPI in 1983. For the period from 
December 1983 through December 1997, this index rose 51.4 
percent. However, with the quality adjustments for anti
pollution measures factored back into the index, it would have 
risen by an estimated 55.1 percent. The CPI used car index 
rose 27.2 percent between December 1987 and December 
1997; with the quality adjustments for anti-pollution measures 
factored back into the index, it would have risen approximately
28.8 percent. The motor fuel component, whose index rose
7.5 percent between December 1993 and December 1997, 
would have increased by an estimated 15.4 percent, if 
adjustment for environmental quality change had not been 
made. BLS estimates that the aggregate effects of these 
component changes on the CPI-U All Items Index would have 
increased the percentage change over the period from 
December 1968 to December 1997 from 354.4 percent to 357.7 
percent. Past experience, however, is not necessarily an 
indicator of the future impact of policy change.

For additional information on these changes, write to:
Bureau of Labor Statistics 
Division of Consumer Prices and Price Indexes
2 Massachusetts Ave. NE, Room 3130 
Washington, DC 20212 

Alternately, you may send e-mail to jackmanjp@bls.gov, 
telephone Patrick Jackman at (202) 606-6950, or obtain the 
information on the Internet at http://stats.bls.gov/ 
cpihome.htm.
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to explain precisely the relationship between the CPI and a 
complete measure of changes in consumers’ living costs. As 
part of this activity, BLS reviewed the treatment of pollution 
control measures in the CPI. The new policy for treating pol
lution control measures is a direct result of that review.

BLS has stated that the proper objective of the CPI is to 
approximate changes in the cost of living of U.S. consumers.1 
The CPI is intended to approximate a particular subindex of a 
complete cost-of-living index. This subindex is limited to 
prices of market goods and services and is conditional upon 
the levels of other determinants of changes in living costs, 
such as the environment, crime level, and numerous 
government-provided goods and services. The choice of this 
index definition recognizes that not all important living cost 
determinants can be reliably measured and provides users of 
the CPI with a clear specification of its scope and limitations.

Given this definition, changes in air quality, as well as in 
other important environmental factors, are beyond the scope 
of the CPI and, thus, cannot be included in its construction. A 
complete explanation of the relationship between the CPI and 
a comprehensive measure of changes in living costs is 
contained in “The Treatment of Mandated Pollution Control 
Measures in the CPI.” 2

The new policy for the treatment of air pollution measures 
will become effective with CPI data for January 1999. This 
new practice will have its most significant effect on the motor 
fuel and new and used motor vehicle components of the in
dex. In the vehicle indexes, the policy will apply to all ve
hicle models introduced on or after January 1, 1999. Since 
most of the 1999 model-year vehicles will be introduced be
fore that date, the old policy will be used for the 1998-to- 
1999 model-year changeover in most cases.

' “Measurement Issues in the Consumer Price Index,” paper prepared in 
response to a letter from Representative Jim Saxton, Chairman of the Joint 
Economic Committee, June 1997, available by contacting BLS or on the 
Internet at http://stats.bls.gov/cpihome.htm.

2 Paper available by contacting BLS or on the Internet at http:// 
stats.bls.gov/cpihome.htm.

Historically, quality adjustments for anti-pollution measures 
have been made to the new car (or new vehicle) component of 
the CPI since 1969 (automobile model year 1970), with their 
estimated dollar effect published annually. Since 1988, these 
data have also been utilized to make quality adjustments in 
the used car component. In addition, since late 1994, quality 
adjustments were made for the introduction of reformulated 
gasoline, which was required in selected areas for compliance 
with the Clean Air Act Amendment of 1990. Available 
information is not sufficient to make possible a complete 
accounting of the impacts of this policy in all years. Estimates 
presented below should be viewed, therefore, as 
approximations—rather than as precise values. In adherence 
with standard policy, official CPI historical data will not be 
revised to be consistent with the new practice. For the period 
from December 1968 through December 1997, the new car 
component of the CPI-U rose 174.2 percent. BLS estimates 
that not adjusting for anti-pollution measures would have 
resulted in an increase of 230.2 percent over this period. 
Quality adjustments for light trucks have been made since they 
were introduced into the CPI in 1983. For the period from 
December 1983 through December 1997, this index rose 51.4 
percent. However, with the quality adjustments for anti
pollution measures factored back into the index, it would have 
risen by an estimated 55.1 percent. The CPI used car index 
rose 27.2 percent between December 1987 and December 
1997; with the quality adjustments for anti-pollution measures 
factored back into the index, it would have risen approximately 
28.8 percent. The motor fuel component, whose index rose
7.5 percent between December 1993 and December 1997, 
would have increased by an estimated 15.4 percent, if 
adjustment for environmental quality change had not been 
made. BLS estimates that the aggregate effects of these 
component changes on the CPI-U All Items Index would have 
increased the percentage change over the period from 
December 1968 to December 1997 from 354.4 percent to 357.7 
percent. Past experience, however, is not necessarily an 
indicator of the future impact of policy change.

NOTE: For additional information on these changes, write to:
Bureau of Labor Statistics 
Division of Consumer Prices and Price Indexes
2 Massachusetts Ave. NE, Room 3130 
Washington, DC 20212 

Alternately, you may send e-mail to jackman_p@bls.gov, telephone 
Patrick Jackman at (202) 606-6950, or obtain the information on the 
Internet at http://stats.bls.gov/cpihome.htm.
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The CPI is intended to approximate a particular subindex of a 
complete cost-of-living index. This subindex is limited to 
prices of market goods and services and is conditional upon 
the levels of other determinants of changes in living costs, 
such as the environment, crime level, and numerous 
government-provided goods and services. The choice of this 
index definition recognizes that not all important living cost 
determinants can be reliably measured and provides users of 
the CPI with a clear specification of its scope and limitations.

Given this definition, changes in air quality, as well as in 
other important environmental factors, are beyond the scope 
of the CPI and, thus, cannot be included in its construction. A 
complete explanation of the relationship between the CPI and 
a comprehensive measure of changes in living costs is 
contained in “The Treatment of Mandated Pollution Control 
Measures in the CPI.” 2

The new policy for the treatment of air pollution measures 
will become effective with CPI data for January 1999. This 
new practice will have its most significant effect on the motor 
fuel and new and used motor vehicle components of the in
dex. In the vehicle indexes, the policy will apply to all ve
hicle models introduced on or after January 1, 1999. Since 
most of the 1999 model-year vehicles will be introduced be
fore that date, the old policy will be used for the 1998-to- 
1999 model-year changeover in most cases.

1 “Measurement Issues in the Consumer Price Index,” paper prepared in 
response to a letter from Representative Jim Saxton, Chairman of the Joint 
Economic Committee, June 1997, available by contacting BLS directly or 
on the Internet at http://stats.bls.gov/cpihome.litm.

2 Paper available by contacting BLS or on the Internet at http:// 
stats.bls.goy/cpihome.htm.

Historically, quality adjustments for anti-pollution measures 
have been made to the new car (or new vehicle) component of 
the CPI since 1969 (automobile model year 1970), with their 
estimated dollar effect published annually. Since 1988, these 
data have also been utilized to make quality adjustments in 
the used car component. In addition, since late 1994, quality 
adjustments have been made for the introduction of 
reformulated gasoline, which was required in selected areas 
for compliance with the Clean Air Act Amendment of 1990. 
Available information is not sufficient to make possible a 
complete accounting of the impactof this policy in all years. 
Estimates presented below should be viewed, therefore, as 
approximations—rather than as precise values. In adherence 
with standard policy, official CPI historical data will not be 
revised to be consistent with the new practice. For the period 
from December 1968 through December 1997, the new car 
component of the CPI-U rose 174.2 percent. BLS estimates 
that not adjusting for anti-pollution measures would have 
resulted in an increase of 230.2 percent over this period. 
Quality adjustments for light trucks have been made since they 
were introduced into the CPI in 1983. For the period from 
December 1983 through December 1997, this index rose 51.4 
percent. However, with the quality adjustments for anti
pollution measures factored back into the index, it would have 
risen by an estimated 55.1 percent. The CPI used car index 
rose 27.2 percent between December 1987 and December 
1997; with the quality adjustments for anti-pollution measures 
factored back into the index, it would have risen approximately 
28.8 percent. The motor fuel component, whose index rose 
7.5 percent between December 1993 and December 1997, 
would have increased by an estimated 15.4 percent, if 
adjustment for environmental quality change had not been 
made. BLS estimates that the aggregate effects of these 
component changes on the CPI-U All Items Index would have 
increased the percentage change over the period from 
December 1968 to December 1997 from 354.4 percent to 357.7 
percent. Past experience, however, is not necessarily an 
indicator of the future impact of policy change.

NOTE: For additional information on these changes, write to:
Bureau of Labor Statistics 
Division of Consumer Prices and Price Indexes
2 Massachusetts Ave. NE, Room 3130 
Washington, DC 20212 

Alternately, you may send e-mail to Jackman_p@bls.gov, telephone 
Patrick Jackman at (202) 606-6950, or obtain the information on the 
Internet at http://8tats.bls.gov/cpttiome.htm.
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