
Test Data for Producer 
Price Index Revision

Test data from the pilot survey for the Producer Price 
Index (PPI) revision have been developed for the period 
beginning January 1978 and are published in table 12 
“Producer price indexes for the net output of selected 
industries and products,” in this report. The revision 
is being undertaken as a comprehensive effort to make 
major improvements in the measurement of price changes 
by domestic producers of goods and services. The data 
now available are from a pilot survey conducted to test 
the methods and procedures for the comprehensive revi
sion. The revision will be conducted on an industry-by- 
industry basis. The results for the first industries in the full- 
scale survey will be available in the fall of 1979. Coverage 
of all mining and manufacturing industries is scheduled 
for completion in 1984.

The four industries covered in the pilot survey are: 
Soybean oil mills (SIC 2075), newspaper printing and 
publishing (SIC 2711), concrete products other than block 
and brick (SIC 3272), and household laundry equipment 
(SIC 3633). These industries were selected because they 
offered a wide range of pricing problems on which to test 
the new techniques. Indexes covering some of these same 
industries will continue to be calculated under the old 
program. The new indexes will not begin replacing the old 
ones in the Producer Price Index until early 1980.

These pilot survey indexes differ from indexes in the 
current Producer Price Index in a number of important 
respects:

(1) They are industry-based indexes. The entire out
put of each industry is sampled, including second
ary production and miscellaneous receipts. The 
current Producer Price Indexes are based on a 
sample of major products. Even the Industry- 
Sector Price Indexes (ISPI’s) are derived from 
these product indexes. The current ISPI’s do not 
price miscellaneous receipts, and the prices for 
primary and secondary production are obtained 
from any producer of the product even if that 
producer does not belong to the industry. The 
newly published pilot survey indexes are derived 
from prices supplied strictly by producers within 
the industry. As a result, the pilot product indexes 
apply only to the production within the industry. 
After all mining and manufacturing industries 
are covered by the revision, product indexes 
will be constructed covering all production of the 
product.

(2) These new indexes are classified in accordance 
with the Standard Industrial Classification (SIC) 
system and incorporate most features of the 
Census of Manufactures product code extensions 
of the SIC. The coding will make the data easier to 
use in conjunction with other industry-oriented 
economic data.

(3) Net output values of shipments are used as weights 
in preparing the index. Net output values refer to 
the value of shipments leaving the industry. In 
contrast, the weights used in the current PPI’s and 
ISPI’s are gross shipment values, which include 
shipments within an industry. The resulting 
multiple counting of price changes is one of the 
major defects of the current indexes. The current 
stage-of-processing indexes partially correct this 
defect, but the new indexes consistently correct 
it at all levels.

(4) Increased emphasis is being given to obtaining 
actual transaction prices at the time of shipment. 
Although it has been a general objective of the 
current program to obtain transaction prices, 
they have not been obtained for significant por
tions of the index. In addition, some products in 
the current PPI intentionally have been priced at 
order prices rather than shipment prices.

(5) Probability sampling was used to select the firms 
to be asked to report prices. As a result, firms of 
all sizes are included in the sample. In addition, 
within the firm, the individual items to be priced 
and the terms of the transaction were chosen 
using probability techniques. In the current PPI, 
major companies selected on a judgment basis are 
asked to report prices for volume-selling items 
under “typical” transaction terms.

Since this is a pilot survey, a number of changes will be 
introduced as the full-scale survey is put in place. These 
changes include the following:

(1) Greater product detail will generally be available 
because of larger sample sizes and increased 
capabilities to combine product areas that are not 
publishable by themselves. The S-digit product 
class indexes, which cannot now be calculated, will 
be produced.

(2) Ultimately, the survey will cover all shipments by 
all 493 industries in mining and manufacturing. 
The present PPI’s cover only about 50 percent of
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this value; the pilot survey covers about 2 percent 
of it.

(3) Improved calculation techniques will be intro
duced, including the use of Census of Manufac
tures shipment data to weight the 7-digit product 
indexes to higher levels. The pilot indexes rely on 
the estimated relative importance of products 
based on shipment data derived from the survey 
itself.

(4) Estimates of sampling error will be published.
For further information on the underlying concepts 

and methodology of the Producer Price Index revision, see 
“Improving the Measurement of Producer Price Change,” 
by John F. Early, in the April 1978 issue of the Monthly 
Labor Review. Reprints are available from the Bureau of 
Labor Statistics upon request.
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