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The general level of prices increased at a 6.3 percent average annual rate from 
1969 to 1977, reflecting a similar rate of monetary expansion. Prices in individual markets 
showed considerable variation around this average, however, in response to the pressures of 
supply and demand in specific markets. The operation of the price mechanism in allocating 
resources among various markets during periods of rapid inflation is demonstrated by prices of 
some goods rising more rapidly than others; declines are rare under such conditions.

The accompanying table summarizes relative price and quantity movements for major 
types of consumer products in the 1970s, with the period divided into two equal parts. The 
years 1969, 1973, and 1977 are chosen as benchmark years of relatively high-employment levels 
of economic activity. In both periods, the overall rate of price change masks wide variation 
in price change among major product types. In general, however, the faster the rate of price 
change, the slower is the growth of real expenditures for that product category. This inverse 
relationship tended to hold in both periods, but appeared to be weaker in the 1973-77 period 
—  a period of major shocks in the market for energy products, particularly in 1974 and 1975.

PERSONAL CONSUMPTION EXPENDITURES 
Product Categories As Deviations From Total*

1969 to 1973 1973 to 1977
Rate of Change** Rate of Change**
Price 1972 Price 1972

Deflator Dollars Deflator Dollars
Total 4.5 % 4.0 % Total 7.5 % 2.8
Food + 1.8 - 2.9 Fuel oil & coal +12.7 - 7.2
Fuel oil & coal + 1.7 + 0.1 Gasoline & oil + 4.9 - 1.7
Transportation + 1.6 - 0.1 Transportation + 1.6 + 0.1
Other services + 0.9 - 0.3 Household operation + 1.5 + 0.8
Household operation + 0.5 - 0.2 Other services + 1.0 + 0.5
Housing - 0.2 + 0.6 Other nondurables + 0.4 - 3.1
Other nondurables - 1.1 + 0.7 Motor vehicles & parts + 0.2 - 0.4
Clothing & shoes - 1.2 + 0.5 Food - 0.1 - 0.5
Gasoline & oil - 1.5 + 1.0 Housing - 1.6 + 1.7
Other durables - 1.7 + 1.8 Other durables - 2.2 + 1.2
Motor vehicles & parts - 1.9 + 3.2 Furn. & household equip. - 2.4 + 0.9
Furn. & household equip. - 3.0 + 4.0 Clothing & shoes - 3.3 + 0.2

* Ranking for each period based on rate of change of price deflator.
** Compounded annual rates of change.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1978


