
Update of the Producer Price Index 
Weight Structure 

For the first time in over 10 years, the universe of weights used to construct the 
Producer Price Index (PPI) has been comprehensively updated. The new weights 
are reflected in the January 1987 indexes. Indexes are now aggregated using 1982 
value of shipment data, rather than 1972 values. The dynamic nature of the Ameri-
can economy requires that periodic revisions be made to the PPI weight structure 
to ensure its relevance. The revision affects all PPI series derived from traditional 
commodity indexes, including stage-of-processing indexes, durability-of-product in-
dexes, and special commodity groupings. Historical indexes are not affected, and 
there is no break in continuity of the PPI. 

Tables 8, 9, and 10 show the relative importance of the components of the PPI, 
according to both the stage-of-processing (SOP) structure and the traditional com-
modity structure, as of December 1986 (the month in which the new and old weights 
were linked). Relative importance data are shown as derived from both the 1972 
and 1982 weights. The difference between the two values reflects primarily the shift 
in value weights resulting from the change in the weight base year from 1972 to 
1982. To a small extent, it also reflects the routine sample changes that went into 
effect in January 1987. 

Table 8 (table 12 in the 1985 Supplement) shows the detailed allocation of products 
at the subproduct class (6-digit code) level to the detailed SOP categories. SOP allo-
cations are made based on two general criteria: The class of buyer and the degree 
of fabrication. The finished goods category comprises "final demand" transactions, 
i.e., consumer goods and capital equipment. Crude materials are those goods not 
sold to consumers and that have not yet been processed. All other goods are allocat-
ed to one of the categories within the index for intermediate materials, supplies, 
and components. See the technical notes at the back of this publication for further 
explanation of the stage-of-processing system. 

Table 9 combines the detailed data found in table 8, aggregated to the highest 
levels within the PPI commodity code system. All data are relative to one of the three 

major SOP categories, rather than to any detailed SOP group. This table for the first 
time makes possible quick answers to questions such as, "How much did the weight 
revision affect the importance of transportation equipment (major group 14) rela-
tive to finished goods?" The answer is that this group declined from 16.6 percent 
to 13.9 percent. 

Table 10 (table 13 in the 1985 Supplement) shows the complete weight structure 
of the traditional commodity structure, down to the 8-digit commodity level. It in-
cludes certain military goods and commercial services (such as newspaper advertis-
ing) that do not fit into the SOP structure by definition, and that are, hence, excluded 
from tables 8 and 9. 

One cause of the shifts in weights was a change in the definition of the PPI universe; 
the PPI now includes shipments between establishments of the same company (in-
terplant transfers). Interplant transfers are now included because, under the industry-
oriented concept of the PPI Revision, the universe of transactions includes all ship-
ments outside the industry where a product originates, regardless of ownership of 
the producing establishment. The inclusion of interplant transfers did not have a 
significant effect on most categories of manufactured goods. However, there was 
a decisive impact on some extractive industries, particularly energy and metal ores. 
In addition, the PPI universe now includes military sales. 

Of greater significance than changes in the definition of the universe were changes 
reflecting cyclical and long-term trends in the economy. Whereas the economy of 
1972 was quite strong, 1982 was characterized by unusual weakness, particularly in 
such industries as housing and motor vehicles. Because of the sharp business cycle 
contrast between 1972 and 1982, a number of categories in the PPI related to these 
sectors showed substantial declines in relative importance, unrelated to any long-term 
structural change in the economy. For a more detailed discussion, see "New Weight 
Structure for Producer Price Indexes" in Producer Price Indexes, Data for April 1987. 
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