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Preface

This bulletin presents an historical summary covering the scope and
method of compiling the Consumer Price Index since its inception, a
rather detailed explanation of present techniques, and a description of
the 1964 comprehensive revision of the index. A bibliography of pub-
lications on methodology and analysis of price trends is included.

The bulletin was prepared by members of the staff of the Office of
Prices and Living Conditions, under the supervision of Doris P. Rothwell,
Chief, Division of Consumer Prices and Price Indexes and the general
direction of Arnold E. Chase, Assistant Commissioner of Prices and
Living Conditions. Several of the chapters were prepared primarily by
a single individual who is listed as the author, and much of the material
has been issued earlier as separate articles or releases. In some cases,
supplemental material has been added for this bulletin.
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The Consumer Price Index:

History and Techniques

Chapter 1. Scope and Coverage of U. S. Consumer Price Index
Prior to 1964

General Review

The present Consumer Price Index (CPI) for
Urban Wage Earners and Clerical Workers,
formerly called the “Cost-of-Living Index,” was
initiated at the time of World War I for use in
wage negotiations. There had been even earlier
studies of the cost of living for wage earners.

Statistical studies of prices and living con-
ditions in the United States were an outgrowth
of the tariff discussions of 1887 and 1888.
Studies of family expenditures, covering the
years 1888-90, were included in the Annual
Reports of the Commissioner of Labor for 1890
and 1891.

The Early Food Index

The systematic collection of retail prices be-
gan in conjunction with a study of consumer
expenditures and income in 1901. There had
been only one earlier major price investigation
in the United States—the imposing collection
of wholesale price data included in the “Aldrich
Reports” by the Senate Committee on Finance,
in 1892 and 1893.

Extreme fluctuations in the *“purchasing
power” of money, resulting from great in-
creases in the output of precious metals and
from violent inflations during major wars, had
led to many small-scale collections of informa-
tion on price movements during the 18th and
19th centuries. These price data, recorded in
account books, ledgers, and trade journals, con-
tributed much to the understanding of economic
conditions, and stimulated demands from Amer-
ican economists for more organized informa-
tion. The long agricultural depression which
began about 1884, and the disastrous panic of

1893 made unemployment, strikes, and the de-
pletion of the gold reserve subjects of public
policy. The worldwide rise in prices beginning
in 1896 brought concepts of the “living wage”
and “high cost of living” to the public forum.
When the BLS began formal and regular col-
lection of price data, the need for such facts
generally was recognized, and their use in the
arbitration of wage disputes was accepted read-
ily by the public. For example, the report of
the President’s Anthracite Coal Strike Commis-
sion used the average change in food prices in
the anthracite region as a basis for its wage-
increase award in March 1903.

Initially, prices for about 80 foods were ob-
tained retroactively from account books and
records of about 800 firms in 171 cities through-
out the country. Prices were obtained monthly
from 1890 through 1903. As described in 1903,
the program “had for its objective the collection
of data which would show the extent of increase
or decrease in retail prices of staple articles of
food during the period and thus render it pos-
sible to determine, approximately at least, the
changes in cost of living in the several years
covered.” 1 Indexes of retail food prices for the
United States as a whole and for five geo-
graphic regions were compiled for all years
back to 1890. The weighting pattern for these
indexes was derived from detailed data for
2,667 families in the study of expenditures,
covering 22,000 families, conducted by the Bu-
reau in 1901-02.2 The sample of cities was

1Cost of Living and Relail Prices in the United States (1890-
1908), (U.S. Bureau of Labor, Bulletin 54, 1904), p. 1129, and Cost
of Living and Retail Prices of Food (18th Annual Report of the
Commissioner of Labor, 1908}, pp. 15-17.

3 Retail Prices of Food, 1890 to 1904 (U.S. Bureau of Labor, Bul-
letin 59, 1905).
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reduced to 151 in 1904 and to 68 for the years
1905-07. Food pricing was discontinued tempo-
rarily from 1907-11; when resumed, prices
were obtained retroactively in 1907 for 16 foods
in 39 cities. At the same time, arrangements
were made for a mail collection system, which
was continued until 1983. The list of priced
items gradually grew longer. Indexes for 39
individual cities became available beginning in
1913.

Between 1908 and 1920, much discussion and
difference of opinion arose concerning the sta-
tistical methods used to measure price change
and the commodity content of an index de-
signed to measure changes in the “cost of liv-
ing” or more specifically, the general consumer
price level.® In the period of rapidly increasing
prices during and immediately following World
War 1, it became increasingly clear that a meas-
ure of change in food prices was not an ade-
quate measure of the cost of living nor the
general price level. Arbitration boards and
commissions were considering many aspects of
living costs in rendering rulings and awards,
and their demands for data helped to shape the
scope, concept, and procedures for the index.

Cost-of-Living Index, 1913-35

The first BLS cost-of-living index grew out
of a decision by the Shipbuilding Labor Adjust-
ment Board during World War I. The Board
was a product of an agreement between Gov-
ernment officials and labor chiefs. Its function
was to adjust labor disputes so that national
defense production would not be interrupted.
In arriving at a “fair wage scale,” 1 of the 2
factors considered by the Board was “adjusting
wages to the higher cost of living resulting
from the war.” ¢ In November 1917, the Board
determined that readjustment of wages in the
shipbuilding yards was warranted when there
had been a general and material increase in the
cost of living. Even earlier, by joint resolution
of Congress on December 20, 1916, the Depart-
ment of Labor was directed to inquire into the
cost of living of wage earners in the District of

3The term *“cost of living” was used to describe the Bureau's
index until its name was changed following the controversy in the
World War II period over the index’s validity as a measure of cost
of living, It has always been merely a measure of changes in prices
for goods and services purchased for family living,

4 “Labor and the War,” Monthly Review of the U.S. Bureau of
Labor Stgiistics, March 1918, pp. 67-T6.

2

Columbia.® An index for Washington was pub-
lished in mid-1919.

During 1918-19, in cooperation with the
Shipbuilding Labor Adjustment Board, the Bu-
reau investigated the cost of living in a number
of shipbuilding and other industrial centers. De-
tails of the cost of goods in the family market
basket were obtained for a year within the
period July 1917 to February 1919 from each
of 12,000 wage-earner families in 92 cities. In
addition, records of retail establishments pro-
vided prices for a large number of articles for
December of each year from 1914-17 in 19
cities, and for only December 1917 in 13 addi-
tional cities. Regular price collection was initi-
ated after 1917 in all 32 cities; prices were
collected 1 to 4 times a year for about 145 com-~
modities and services. In 1919, the Bureau
began the publication of complete “cost-of-liv-
ing” indexes at semiannual intervals for 82
large shipbuilding and industrial centers, using
a weighting structure based on expenditures of
wage-earner and clerical-worker families in
1917-19.6 Indexes were estimated for the
United States back to 1913 based on wholesale
price movements. The reference base period of
the early CPI was 1918=100, later changed to
1923-25=100. In February 1921, regular, peri-
odic publication of the U.S. index in roughly its
present framework was established, although
there have been many changes in scope, cover-
age, frequency, and publication format since
then. Quarterly indexes were initiated in 1935.
Monthly indexes were inaugurated at the re-
quest of the National Defense Advisory Com-
mission beginning October 1940.7

Technological developments of the 1920’s con-
tributed to the changing composition of the
goods and services that constituted the “neces-
sities” of life, and the growing body of em-
pirical knowledge of price behavior tended to
emphasize the significance of the ‘“market
basket” used in the construction of consumer
price indexes. Surveys of expenditures by Fed-
eral employees in five cities in 1927-28 and in
Washington, D.C. in 1933, and of Ford Motor
Co. employees in Detroit in 1929, indicated the
extent of the changes which were taking place in

5“Cost of Living in the District of Col
Review, June 1919, p. 117.

6 Cost of Living in the United Siates (BLS Bulletin 857, 1924).

74“Changes in Cost of Living from Sept. 16 to Nov. 15, 1940,”
Monthly Labor Review, January 1941, p. 146.

bla,” Monthly Labor
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the type of goods purchased and the manner of
living. However, the surveys’ information on
family expenditures of wage-earner and cleri-
cal-worker groups in large cities throughout
the country was not complete enough to pro-
vide an adequate systematic basis for revision
of the then existing “market basket.”

Consumers’ Price Index, 1935-52

On March 15, 1933, the Secretary of Labor
requested that the American Statistical Asso-
ciation (ASA) appoint an Advisory Committee
to advise the Department on its general sta-
istical program. The committee, working closely
with the Committee on Government Statistics
and Information Services of the ASA, paid par-
ticular attention to cost-of-living indexes. Act-
ing on the recommendations of the Advisory
Committee, the Bureau initiated steps leading
to a comprehensive revision of the index.

In 1934-36, the Bureau undertook a compre-
hensive survey of Money Disbursements of
Wage Earners and Clerical Workers, which cov-
ered 14,500 families of two or more persons in
42 cities with population over 50,000. In 1935,
while the surveys were underway, and pending
completion of the comprehensive index revision,
the Bureau incorporated methodological changes
in price collection and index calculation, modi-
fying both the weights used in combining group
indexes to obtain the “all-items” index, and the
population weights for combining cities.® A
complete revision of the system of food-item
weights was inaugurated,® with specific weights
based on city food expenditure patterns replac-
ing the regional weights formerly used. Also
the principle of imputation was adopted, i.e.,
ascribing to a sample item the price change for
groups of items presumed to have price move-
ments similar to the sample item. In this way,
imputation provides an estimate of a group’s
price change which is not measured directly.
In addition to the weight revision, new com-
modities were added, and food indexes were con-
structed on the new basis back to March 1919.

The comprehensive revision of the index was
completed in 1940.1 New weights were intro-

8 “Revision of Index of Cost of Goods Purchased by Wage Earners
and Lower Salaried Workers,” Monthly Labor Review, September
1935, pp. 819-887.

? Retail Prices of Food, 1923-36 (BLS Bulletin €85, 1988).

10 Changes in Cost of Living in Large Citice in the United States,
1918-41 (BLS Bulletin 699, 1941).

duced, and revised indexes were computed back
to 1985. Indexes were partially revised using
new group weights back to 1925. See appendix
table II. At the same time, the reference base
period was shifted to 1935~-39=100 on advice of
the Central Statistical Board (predecessor of
the present Office of Statistical Standards of
the Bureau of the Budget).

During World War II, temporary adjust-
ments in pricing and weights for foods, fuels,
transportation, and other selected items were
made to take account of rationing and wartime
shortages.!! These adjustments were necessar-
ily imperfect. Proper allowance for wartime
quality deterioration could not be made, al-
though wartime specifications replaced prewar
standard qualities; black-market prices could
not be measured except to a limited degree;
comprehensive revision of weights for changed
family expenditure patterns could not be under-
taken. However, weights were reduced on ra-
tioned foods such as meat and sugar. Wartime
product specifications were priced and, follow-
ing institution of rent controls, collection of
rent data directly from tenants instead of from
management was instituted. Pricing of non-
available items such as automobiles, washing
machines, and radios were dropped temporarily
and the index values assigned to those items
were adjusted each month based on the change
in the prices of all items. In 1946, when war-
time restrictions were eased, the prewar weight
patterns were restored, and long-time compari-
son of prices for these items before and after
the war was made. The difference in price
movement resulting from imputation to other
items and the actual long-time change was re-
flected in the index. This long-term method of
reintroducing the item and grade priced before
the war was adopted to adjust the level of the
index for any errors made in handling wartime
quality changes in the index calculation.

Prior to World War II, the weights and
“market basket” content used in a price index
continued to be a subject of discussion among
statisticians and economists. However, evidence
of the relatively greater influence that price
movements have on the course of the index
shifted the main area of controversy back to

1 “BLS Cost of Living Index in Wartime,” Monthly Labor Re-
view, July 1943, pp. 82-95, and Consumers’ Prices in the United
States, 1942-48 (BLS Bulletin 966, 1949).
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pricing problems during World War II. Be-
tween 1925 and 1940 there had been consider-
able development of statistical methodology,
particularly in data collection and sampling
techniques. Statisticians began to center their
attention on the reliability of the basic data
used in compiling the index, the design of
schedules and questionnaires, the phrasing of
interview questions, training of data collection
agents, representativeness of samples, and
errors of response. When, in 1948-45, the index
was undergoing critical appraisal because of
special wartime conditions, it was natural for
economists and statisticians to raise questions
about the basic reliability of observations.

In 1946, a number of important changes were
made in the processing of food prices. A system
was instituted whereby separate average prices
for chain and independent stores were com-
puted, and these averages were combined using
fixed (internal) weights. Also, the food outlet
samples were revised, taking into account type
of store, sales volume, and location. Up to this
time, price changes for food had been computed
by comparing, in successive periods, prices from
a matched sample of outlets. The improvement
in outlet sample design, the system of internal
weights, and the large size of the store sample
made it possible for the Bureau to abandon the
more costly matched sample procedure. Instead,
the average of all price quotations obtained
was compared with the average in the previous
period. This system has been continued up to
the present time for food in large cities. How-
ever, the limited samples for the small cities
added to the index in 1953 necessitated a return
to the matched sample procedure for these
cities. A reduction of one-third in appropria-
tions for fiscal year 1948 necessitated changes
in the frequency of pricing for nonfood items
and in the number of items currently priced.

Postwar changes in consumption patterns of
wage-earner and clerical-worker families, re-
vealed in expenditure surveys conducted in a
few cities in 1947-49, indicated a serious need
for revision of the index weights used and the
market-basket items selected for periodic com-
parison.? In 1949, the Congress authorized a
large-scale 8-year program for modernization of
the index. By this time, the postwar rise in

‘12 “Revision of the Consumers’ Price Index,” Monthly Labor Re-
view, July 1950, pp. 129-132,

4

prices, which followed elimination of price con-
trols in mid-1946, appeared to have run its
course; prices had begun to decline from their
postwar peaks, and the period 1951-52 was
expected to be characterized by relatively stable
economic conditions.

The reliability of data continued to be a cen-
tral statistical issue; however, precision of defi-
nitions and biases in the index also received in-
creasing attention. For instance, critics pointed
out that the BLS method of measuring rent
change was not able to reflect the difference be-
tween rents of newly constructed housing units
and those of comparable units already in the
rental market. Because of the impossibility of
judging comparability of quality for differ-
ent housing units, BLS based its rent index
(and continues to do so) on comparisons of
average rents for identical housing units in two
successive periods. New units can be introduced
into the sample from time to time, but the initial
rent for such units cannot be compared with
those for units already in the sample. Under
ordinary circumstances, new units rent at about
the same levels as do existing units of compara-
ble quality; thus the index can be said to reflect
rents for new units. However, during the period
of rent control in the 1940’s when market
forces which tend to equate rents for new and
comparable existing units were not permitted
to function, new units tended to rent at a premi-
um over existing units. The fact that the tech-
nique of pricing identical units did not permit
the index to reflect the higher rents as price
changes, resulted in a downward bias during
this period. This bias was known as the “new
unit biag.” 13

Interim Adjustment, 1950

The outbreak of hostilities in Korea was ac-
companied by sharp and diverse price increases
in the United States. These divergent price
changes, coupled with widespread use of the
index in wage escalation contracts, made adjust-
ment of the index weights to post-World War I1
patterns extremely urgent. Pending completion
of the comprehensive revision in 1958, an in-
terim revision was carried out.* Using data

13 “Egtimate of New Unit Bias in CPI Rent Index,” Monthly Labor
Review, July 1949, pp. 4449,

1 Interim Adjustment of Consumers’ Price Indexz (BLS Bulletin
1039, 1952).
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from expenditure surveys in seven cities con-
ducted in 1947-49, group weights were ad-
justed; 25 additional items were selected for
pricing ; and 1950 population weights were intro-
duced into the index. To correct for the “new
unit bias,” the rent index was raised 6.8 index
points and the all items index by 1.3 points. The
correction was spread over the period back to
1940. Both the “old series” index and the ad-
justed index were published simultaneously
through 1952, when the “old series” was dis-
continued.!s

Consumer Price Index, 1953-63

A comprehensive revision of the index was
begun in 1949 and completed in 1953. Surveys
of consumer expenditures were conducted in
91 cities, the index concepts were reexamined
completely, and the index reference base was
changed from 1935-39 to 1947~-49. The general
concept of the index as a measure of price
change for a fixed market basket of goods and
services was retained; but a major change in
CPI scope was made; the purchase of a home
was included in the weighting diagram. The
classification of goods and services into groups
and subgroups was revised, and indexes were
computed retroactively on the new base period
(1947-49) for the new major groups by recom-
bining appropriate data for individual items
from the old index. The revision introduced a
new sample of 46 index cities out of the 91
cities in the CES, including for the first time
small urban places down to 2,500 population as
well as large cities; revised weights reflected
the 1950 spending pattern of wage-earner and
clerical-worker families adjusted to 1952; and
the list of items priced was expanded to include
new products such as television, frozen foods,
and items which had not been priced previously,
such as restaurant meals and owned homes.'®
The new index was linked to the adjusted index
at December 1952 to form a continuous series.

In January 1962, the reference base period
was changed to 1957-59=100 (in keeping with
the recommendation of the Office of Statistical
Standards for all Government general-purpose
indexes). The Bureau continued to publish in-
dexes on the 1947-49 base as well.

8 “Correction of New Unit Bias in the Rent Component of CPL,”
Monthly Labor Review, April 1951, pp. 487-444,

18 Consumer Prioces in the United States, Price Trends and Indexes,
1958-58 (BLS Bulletin 1256, 1959).

By the late 1950’s, it became apparent that
the index weights should not go unrevised for
more than a decade. The Bureau asked for and
received authorization for a 5-year revision pro-
gram, which was begun in 1959. Surveys of
consumer expenditures for 1960 and 1961 were
conducted to provide the basic data for selecting
a new sample of goods and services and for com-
puting new weights for the index. The revised
index was first issued for January 1964. It is
described in detail in subsequent chapters.

Appraisals of the CPI

Throughout its history, the index has been
used extensively in the evaluation and adjust-
ment of wages and, for this reason, has been
subjected to public scrutiny repeatedly. The
Department of Labor’s Conciliation Service, or-
ganized in 1918, made use of the Bureau’s cost-
of-living data in mediation and conciliation of
labor disputes. Change in the cost of living was
one of the main factors governing the recom-
mendations of the Railway Wage Commission,
the Shipbuilding Labor Adjustment Board, the
Bituminous and Anthracite Coal Commission,
and other boards and commissions active dur-
ing and following the First World War.'” Gen-
eral use of the index in wage negotiations was
expanded gradually, and when World War II
began, an increasing number of union-manage-
ment agreements specified automatic wage ad-
justments based on changes in the index. The
index came into great prominence in 1942 when
the National War Labor Board originated the
“Little Steel Formula” as a guiding policy in
the control of wage rates. This formula stabi-
lized wages at prevailing levels but permitted
increases up to 15 percent above January 1941
levels to compensate for the approximate rise
in the index from January 1941 to May 1942.
This use of the index led to protracted argu-
ments over its nature and accuracy.

At the end of the war, there was a decided
increase in the number of agreements which
related wage adjustments and the reopening of
wage contracts to changes in the CPI. In 1948,
one of the most important agreements using the
index was made between the General Motors
Corp. and the UAW-CIO; a number of simi-
lar agreements were quickly concluded in which

M Bee The Use of Cost-of-Living Figures in Wage Adjusiment
(BLS Bulletin 869, 1925). :

5
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wages were tied directly to the CPI by specific
escalator clauses. Use of the index in this man-
ner expanded rapidly until by the end of 1957
the wages of over 4 million workers were ad-
justed automatically in accord with contract
provisions,’® and for millions more, movements
of the index were a consideration in collective
bargaining. Subsequently, with greater price
stability, there was some lessening in the direct
use of the index in escalator clauses, but in
1964, when the revised index was issued, there
were still 2 million workers or more whose
wages were tied to the index.

In addition to this use in wage adjustment,
the index is employed widely in other types of
contract-escalation provisions, such as those
concerning property rentals, service contracts,
annuities and pensions, welfare allowances, ali-
mony payments, ete.

The CPI is used extensively as a guide to pub-
lic economic policy decisions—administration of
wartime price and rent controls, establishment
of income and excise tax rates, and generally as
a.measure of inflation in the determination of
various fiscal, public finance, international
trade, and monetary policies. As a measure of
change in purchasing power of the consumer
dollar, it is used in calculating changes in real
earnings and its component indexes are essential
statistical tools for deflation of the national
accounts.

As one of the most used of all statistical
measurements, it has perhaps been the subject
of more analysis and appraisal than any other
series. One of the first comprehensive reviews
of the index was made in 1933-34 by the Advis-
ory Committee appointed by the American Sta-
tistical Association, at the request of the Secre-
tary of Labor. This review led to improvement
of data collection and calculation methods, end-
ing with the comprehensive revision of the
index in 1940.

The increasing significance of the index in
wage and price stabilization during World War
II, and misunderstanding as to its intended
purpose (stemming largely from its title, ‘“The
Cost of Living Index”) led to discussions over
the correctness of the index as a measure of the
effect of price change on the wartime cost of
living. In the spring of 1943, the Secretary of
Labor, anticipating controversy over the accu-

8 Deferred Wage Increases and Escalator Clauses, 1958-58 (BLS
Report 235, 1963).

6
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racy of the index arising out of the Little Steel
Formula, asked the ASA to appoint another
committee to review and appraise the index.
This committee, under the chairmanship of
Professor Fredrick C. Mills, concluded “First,
that within the limitations established for it,
the cost-of-living index provides a trustworthy
measure of change in the prices paid by con-
sumers for goods and services. Second, that
many of the difficulties and doubts which have
arisen concerning the index have their origins
in attempts to use it uncritically for purposes
to which it is not adapted.” 1?

However, the intensity of the controversy
over the index increased and caused the Presi-
dent to ask the Chairman of the War Labor
Board, Mr. William H. Davis, to form a tri-
partite committee representing labor, business,
and Government, “to look into the question and
try to answer and make clear how the index
figure is arrived at, whether any changes should
be made in its component parts, or other im-
provements.” The two labor members of the
committee, Mr. George Meany of the AFL and
Mr. R. J. Thomas of the CIO, presented their
own report in January 1944 alleging that the
index greatly understated the wartime rise in
the cost of living. The President’s Committee
examined materials and testimony prepared by
the BLS, the “Mills Committee,” the labor
unions, a technical committee under the chair-
manship of Dr. Wesley C. Mitchell, the Na-
tional Industrial Conference Board, and various
other groups and individuals. After this search-
ing review, the committee concluded that the
BLS index figures *“constitute a competent
measure of price changes for goods customarily
purchased by families of wage earners and
lower salaried workers living in large cities;"” 20
that much of the public misunderstanding was
created by use of the term “cost of living’”’ when
referring to the index; that under the excep-
tional market conditions which exist in war-
time, allowance should be made for certain
increases in the cost of living due to quality
deterioration, disappearance of cheaper goods,
decrease of special sales, underreporting of
prices actually charged, and other temporary
disadvantages of the buyer in a seller’s market

¥ “An Appraisal of the U.S. Bureau of Labor Statistics Cost-of-
Living Index,” Journal of the American Statistical A iati
December 1948, p. 388.

2 Report of the President’s Committee on the Cost of Living,
(Office of Economic Stabilization, 1945), p. 14.




not measurable by the index; and that there
should be an additional upward adjustment if
the index were used to represent workers in
small as well as large cities.

Following this investigation and on the ad-
vice of the committee, the title of the index was
changed in September 1945 to ‘“Consumers’
Price Index for Moderate Income Families in
Large Cities,” to make clear that the index was
solely a measure of price change. This title
was later shortened to the ‘“Consumer Price
Index.” The committee recommended that an
allowance (estimated later at 5 percentage
points as of September 1945), be used in the
application of the index to wage stabilization
in the war economy, but that the allowance not
be incorporated into the official figures. From
June 1944 through December 1946, each
month’s report on the CPI explained that “the
index does not show the full wartime effect on
the cost of living of such factors as lowered
quality, disappearance of low-priced goods, and
forced changes in housing and eating away
from home.” By the end of 1946, a number of
these factors had disappeared or decreased in
importance and the statement was dropped from
BLS reports. Committee recommendations that
were adopted for the revised index included
coverage of small cities; pricing of restaurant
meals, children’s clothing and owned homes,
and adjustment of the rent index for new unit
bias.

Following the outbreak of hostilities in
Korea, the Wage Stabilization Board promul-
gated a 10 percent wage formula analogous to
the Little Steel Formula of World War I1. Thus,
the CPI again became a controlling factor in
wages, and criticism of the index again began
to be expressed. Partly to forestall repetition
of the 1943-44 debates, in the spring of 1951, a
subcommittee of the Committee on Education
and Labor of the House of Representatives un-
der the chairmanship of Representative Tom
Steed initiated an investigation of the Consumer
Price Index, for the following reasons: “(1)
The Consumers’ Price Index has become an ex-
tremely important factor in maintaining har-
monious labor-management relations. (2) The
Consumers’ Price Index affects, in numerous
ways, all the citizens of the country. (38) Since
the index is a statistic promulgated by a gov-
ernmental agency, it should be the best and
most accurate available, (4) Any governmental

statistics of such paramount importance as the
Consumer Price Index should be understood by
the public so that it will receive proper confi-
dence and respect.” 22 With these purposes in
mind, the subcommittee heard many witnesses,
including officials of the BLS, members of the
American Statistical Association, and users of
the index from both labor and management.
These hearings clarified the meaning, construe-
tion, uses, and limitations of the index. On the
basis of the testimony presented, the subcom-
mittee concluded that ‘“the Consumer Price
Index of the Bureau of Labor Statistics is an
excellent index and that it enjoys widespread
confidence among labor and management
groups and the general public.” 22 The subcom-
mittee expressed approval of the improvements
in index construction and coverage that were
underway at the time.

Wider application of the CPI in evaluating
economic conditions and the use of these evalua-
tions as a basis for vital Government and pri-
vate policy decision have focused attention on
the validity and accuracy of the index for these
purposes, as well as for wage adjustment. In
its report on “Employment, Growth and Price
Levels in 1959,28 the Joint Economic Committee
of the Congress included a brief evaluation of
the nature and limitations of the CPI. In regard
to its use as a measure of inflation, the report
pointed out that the index *“does not presume
to represent all consuming units, though there
is no obvious reason to believe it understates or
overstates the movement of consumer prices to
other persons in the economy—self-employed,
nonurban, or extreme income groups.” 2 This
report also mentions “several important defi-
ciencies, most of which are extremely difficult
to deal with by precise statistical techniques;” 25
for example, problems are faced in dealing
with changes in the quality of items included
in the index, and in determining when, which,
and by what methods entirely new items are to
be introduced into the index.

In July 1959, a Price Statistics Review Com-
mittee under the chairmanship of Dr. George

% Consumers’ Price Index (U.S. House of Representatives, Special
Subcommittee of the Committee on Education and Labor, 80th Cong.,
2d sess., 1951), p. 1.

2 Ibid., p. 81.

28 Employment, Growth and Price Levels (Staff Report, Joint
Economic Committee, 86th Cong., 2d sess., December 1959).

# Ibid., p. 106.
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Stigler was created by the National Bureau of
Economic Research under contract with the
Office of Statistical Standards of the Bureau of
the Budget. The committee’s function was to
review the basic concepts and procedures under-
lying data collection and calculation procedures
for the various price series published by the
Federal Government and to make suggestions
for their extension and improvement. The com-
mittee met at approximately monthly intervals
beginning in the fall of 1959. A substantial
amount of special work, including tabulation of
data and staff consultation, was performed by
BLS at the request of the committee. The com-
mittee’s report, submitted in November 1960,%¢
had an important impact upon the conduct of
the CPI revision project then underway. It
became the subject of hearings by the subcom-
mittee on Economic Statistics of the Joint Eco-
nomic Committee of the Congress in January
and May 1961.

The Review Committee’s major recommenda-
tion was that the CPI should be moved toward
becoming an index of welfare or constant utility
rather than remaining a price index. The con-
cept of a constant utility index, which bases
price change upon a comparison of different
market baskets which are judged to be “equiva-
lent” in some objective sense is extremely com-
plex. It has not yet been formulated in opera-
tional terms. The committee made specific
recommendations for different treatment for a
very few components. Therefore, after serious
consideration, the Bureau decided to maintain
the basic historical orientation of the index as
a “constant market basket” index, but many of
the Review Committee’s other recommendations
did influence the structure of the revised index
(first published in 1964 and referred to as “new
series”). Among recommendations incorporated
in the new series are more extensive use of
probability sampling, establishment of a re-
search division for developing methods of ad-
justing for quality changes and other purposes,
use of greater flexibility in specification prie-
ing, better documentation of procedures, and
inclusion of single persons in the index popula-
tion, Implementation of certain other recom-

3 See Government Price Statistics, Pt. I (Hearings before the
Subcommittee on Economic Statistics, Joint Economic Commlittee,
87th Cong., 1st sess., Jan. 24, 1961, Pt, I1, May 1, 2, 8, 4, and 5, 1961).
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mendations is dependent upon availability of
additional resources, not yet provided.

Population Representation

Historically, the CPI has been designed to
measure the price experience of a specific group
of the U.S. population—until 1964, families of
wage earners and clerical workers living in
urban places. In the revision completed in 1964,
the index coverage was extended to include
single workers living alone. Thus, beginning
in 1964, the index became more representative
of the total urban wage-earner and clerical-
worker population.

This representation has been accomplished by
deriving the index weights and item content
from expenditure data obtained from this more
inclusive group. The pattern of expenditures
derived from these data covers all consumer
goods and services purchased by the group in
a specified year. In effect the goods and services
purchased provides weights for the CPI market
basket, although quite often the specific set of
items selected for pricing has been described as
the “market basket.”

Variation among families in the quantities
of goods and services purchased and the
amounts spent in any given year is very great.
Some families spend nothing for a specific item
while others have large expenditures for the
item, depending on their income, family com-
position and other characteristics, place of resi-
dence, living conditions, and the choices they
make in the market place. Because of this vari-
ability which is inherent in family spending,
the index has been representative of all urban
wage-earner and clerical-worker families, con-
sidered as a group, but not necessarily of any
one type of family or individual family included
in the group. Various procedures have been
followed at different times in the collection and
compilation of data to reduce or adjust for the
variability of the expenditure data and thus ob-
tain a more stable, balanced, and representa-
tive weight base for the index.

Until the 19538 revision, the desired results
were obtained primarily by eliminating from
the averages data for families who, because of
their composition or economic condition, might
be expected to contribute most to the total vari-
ability. Rather elaborate sets of “eligibility re-
quirements” were developed to eliminate such



families. Appendix table I shows the charac-
teristics of the families whose expenditures
were used in the derivation of index weights.
In addition to this method of controlling vari-
ability, a method of grouping data for cities
within regions was employed to average out
large random variations in expenditures for
clothing and housefurnishing items.

Restrictions, placed on the economic level and
other characteristics of families whose expendi-
tures were included in the basic weight data,
were not meant to restrict the representative-
ness of the index. Orientation of the index
towards the urban worker has always been the
Bureau’s objective. Most of the restrictions
were aimed at eliminating aberrations that were
peculiar to the period of the expenditure survey
and which would not be expected to continue
as the economice status of workers advanced; for
example, the presence of boarders and lodgers,
families on relief and underemployed during the
great depression, and low economic status of
Negro workers.

On the other hand, the character of the urban
wage-earner family has changed over the years,
and this fact has been reflected in the index
structure. In the earlier periods, wage earners
and clerical workers could be characterized real-
istically as being of “low income.” Clerical and
sales workers were identified as “lower sal-
aried” workers, and the index was referred to
as one for “low and moderate-income” families.
There were renters primarily, living in the
more densely populated city centers, and includ-
ing relatively more of the older established
households and larger families. The large in-
crease in the size of the middle-income group
that took place in the last two decades and popu-
lation movement to the suburbs reflected to a
large degree the improving economic status of
the worker included in the CPI population.
Thus, the occupational classification of the
group as wage earners and clerical workers lost
much of its significance because of the similar-
ity in the manner of living of this group as com-
pared with the total urban population in the
middle-income range. Also, the continuing high
level of American economic prosperity reduced
to some degree the extreme variations in family
spending patterns that were of considerable
concern earlier. The 1953 revision of the index,
therefore, placed no eligibility restrictions on
the population whose expenditures were used

in weight derivation, except those which pre-
served the definitional base of the index—urban
families, whose heads were classified as wage
earners or clerical workers.2? The index, how-
ever, is no longer properly related to low and
middle income workers.

City Coverage

As indicated previously, the work of the Bu-
reau on consumer prices began with collecting
food prices.

The retail food index initiated in 1903 was
based on prices from a varying number of
cities from 1890 to 1911. In 1911, 39 cities were
included. After 1912, additional cities were
added from time to time; by 1920 the sample
of cities for the food index had been increased
to 51. In 1943, the number was increased to
56 cities, which were retained for the food index
through 1952.

In 1918, the Bureau began to compile and
publish price indexes of all goods and services
for 48 shipbuilding and industrial centers and
for Washington, D.C. In 1919, an estimated
index for the United States based on a weighted
combination of 82 of these cities was published;
in 1940 and 1941, 2 other cities were added to
complete the list of 34 cities (plus 22 additional
cities for food). The 84 cities were included in
the index sample through 1952, and a separate
index was published for each city. '

Up to the 1958 revision, the cities priced for
the index were not chosen by systematic sam-
pling methods to represent the total U.S. urban
population. They were selected primarily be-
cause of their individual importance in wage
negotiations. Some effort was made to obtain
regional representation for the food index, but
not through systematic sampling procedures.
Small cities (under 50,000 population) were not
represented. During World War II, special in-
dexes were calculated for 20 small cities and
12 cities where rapid expansion of war activities
had created emergency situations; and prices of
foods, fuels, and rents were obtained in 7 addi-
tional cities, for which indexes were estimated.
Data for these 39 places were never included
in the national average.

% In the 1958 revislon, an upper limit of $10,000 family income
was imposed as a means of Insuring the correct occupational classifi-
cation. In the 1964 revision, because of better coding, by occupational
classification, no income restriction was needed,
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In the 1958 revision, a new sample of 46
urbanized areas and small cities was selected
systematically 22 to represent urban places of
all sizes down to 2,500 persons. The sample in-
cluded all of the 12 cities having populations of
1 million or more in 1950, and a representative
sample of three other strata (other large,
medium-size, and small cities) -classified by
climate, population density, income level and,
for small cities, distance from a major market.
Through this sampling procedure, only 20 of
the 84 large cities formerly included in the
U.S. index were retained in the sample, and
city indexes were continued only for these 20.
The 1953 revision placed emphasis on the im-
portance of the national average. City indexes,
except those for very large cities, were con-
sidered to be byproducts of the U.S. index cal-
culation. No indexes have been published for
the 26 smaller cities.

The 50 city sample of the 1964 revision is
described later.

Frequency of Pricing

Not all cities have been priced monthly nor
have TU.S. indexes always been calculated
monthly. Prior to September 1940, indexes
were calculated for the United States and in-
dividual cities at irregular intervals. Subse-
quently, a monthly U.S. all-items index was
estimated back to 1913 based on food prices
and estimates for other groups assuming an
even rate of change between pricing dates. In
‘the 1940 revision, which established the 34-city
index, monthly pricing was established, with
funds provided by the Office of Price Adminis-
tration. A limited list of items in all groups was
priced monthly in 21 cities, and the full list of
items was priced quarterly in all 34 cities on
the March, June, September and December
cycle. National indexes based on all 84 cities
(56 cities for food) were published monthly, but
the indexes for the interquarterly months were
published as preliminary indexes and occasion-
ally revised, if necessary, using straight-line
interpolation between quarterly pricing dates by
group.

The serious cut in budget appropriations for
fiscal year 1948 necessitated a reduction in the

38 The selection was made by a Latin Square design. No addi-
tional citles were selected for food pricing. See “Selection of Citles

for Consumer Expenditures Survey, 1950, Monthly Labor Review,
April 1951, pp. 480488,
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frequency of pricing in individual cities. Month-
ly food pricing was continued in all 56 cities
formerly priced, but pricing of fuels was re-
stricted to the 34-city sample rather than the 55
cities formerly priced for fuel. Monthly pric-
ing for other groups was confined to 10 cities,
rather than the 21 cities previously priced
monthly, and quarterly pricing of the remain-
ing 24 cities on a rotating cycle was instituted.
To make possible calculation of the national
index monthly, account was taken each month
of every city in the sample by making estimates
for unpriced cities. The first such estimates
were based on price movement in one of the
priced cities; however, later, estimates were
based on the average price movement in the 10
cities priced monthly. This procedure resulted
in errors of estimate in monthly price move-
ments but no long-term error, since estimates
for unpriced cities were automatically corrected
at the next pricing in each city.

The use of a rotating cycle as a device for
spreading pricing among more cities has been

-econtinued. In the 1958 and 1964 revisions, only

the five largest cities were established for
monthly pricing of all items. Food and fuel
were priced monthly in all cities but other
groups in other cities were priced every 3
months or every 4 months. From 1953 to early
1963, unpriced cities were estimated between
pricings on the basis of the average change in
the five monthly cities. This procedure (as
would any explicit estimating procedure) some-
times overestimated price changes, necessitat-
ing corrections in the opposite direction when
the estimates were compared with actual data
in the next pricing period. Therefore, it was
discontinued. Instead, the latest available prices
are used, in effect holding prices constant from
the last pricing for all cities not actually priced.
This tends to introduce a slight lag in reflecting
price changes in the national index, but it avoids
the necessity for making corrections to com-
pensate for overestimates. ‘

Item Coverage

The index is designed to measure the change
in prices of a fixed market basket of consump-
tion goods and services purchased by urban
wage earners and clerical workers. Historically,
the total index coverage has been for “current
consumption expenditures’” including applicable
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taxes, made in retail stores and service estab-
lishments by “index families.” Other outlays,
such as for life insurance, income and other
personal taxes, savings and investments, have
been excluded since they do not involve the direct
purchase of goods and services in the market
place, or expenditures necessary for continued
ownership and use of goods purchased. Before
1953, the purchase of a home was considered to
be an investment outlay, and homeowner cost
items included in the index were limited to
insurance, real estate taxes, and interest pay-
ments. After that date, following lengthy dis-
cussions, the concept of home purchase for in-
dex purposes was changed. Expenditures for
purchase of a home were added to the index
coverage, and prices of homes have been treated
in index compilation in the same way as those
for consumer durable goods. Consumption of
goods not involving cash outlay by the “index
family,” such as the value of homegrown food
or the share of insurance premiums paid by the
employer, is not included in the scope of the
index.

Coverage has not been restricted to “neces-
sities,” although the idea of pricing essentials
was a consideration in the selections of items
to be priced in the early history of the index.

The sample of items priced for the index has
included goods and services whose price
changes, appropriately weighted in combina-
tion, provide an estimate of the average price
movement of all items or groups of items. In
the selection of sample items and allocation of
weights, since 1935, consideration has been
given both to their importance in family spend-
ing and to the representativeness of their price
trends. In general, in the 1953 revision, expen-
diture items reported in surveys of consumer
expenditures were grouped, within major cate-
gories of goods and services, into classes of
items which were fairly homogeneous in respect
to price movement. These classes were referred
to as “price families.” The most important item
or items within each class were then automatic-
ally considered for inclusion, and other items
of somewhat less importance were added to the
sample if their price movement was unique.
The weight assigned to each priced item repre-
sented family expenditures for all the items it
represented.

A considerable amount of empirical research
was carried out as part of the 1953 revision

to measure the variance in price change for a
large number of commodities and services in
order to classify them into “price families.”
However, it was never possible, within the re-
sources available, to collect a completely ade-
quate body of price data for this purpose. Item
classification was, therefore, based to some de-
gree on the Bureau’s price analysts’ knowledge
about physical characteristics and function of
a commodity, marketing and distribution prac-
tices, and other factors assumed to be related
to price change. The number of items selected
for pricing depended on the sample size re-
quired to obtain an acceptable estimate of the
average price change for each commodity group
and on the resources available for conducting
pprice collections,

This method of sample selection was not a
systematic sampling method by which items
would be chosen at random with chance of selec-
tion proportionate to their importance in family
spending. In view of the thousands of different
items of all qualities, brands, sizes, etc., pur-
chased by workers, a completely random selec-
tion from a clearly defined universe of items is
not possible. However, limited probability sam-
pling was introduced in the 1964 revision.

Until the 1964 revision the particular quality
or qualities of sample items to be priced were
determined through examination of prices paid
by families, as reported in expenditure surveys.
Price ranges within which the frequency of pur-
chases were greatest were selected to identify
the appropriate qualities for the index. These
qualities were translated into specifications de-
scribing this quality or quality range through
consultation with retail dealers, manufacturers,
trade associations, and other informative
sources.

Changes in the sample of items priced for the
index over the years reflect availability of re-
sources, changes that have occurred in patterns
of family expenditures, or improvements made
in the representativeness of the items priced.2?
The number of items priced has varied greatly,
but exact counts are difficult because of the mul-
tiplicity of methods of handling quality varia-
tions and special cases over the years. The
food price index compiled in 1908 was a modest
beginning; prices were obtained for 80 basic

® BLS Bulletin 699, op. cit.,, and BLS Bulletin 1256, op. ¢it., con-

tain detailed lists of items set up for pricing in the 1940 and 1953
revisions.
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food items. When pricing was resumed in 1911,
back prices were obtained for only 16 foods, but
the sample was gradually increased again to 30
items by 1918. In 1919, when the Bureau began
to compile indexes for all goods and services, the
sample included 42 foods. Most of the expan-
sion was in the fresh fruit and vegetables
group which was represented in the earlier
indexes only by white potatoes. The inclusion
of fruits and vegetables reflected the increasing
importance of this group and was the first at-
tempt to include difficult-to-price seasonal items.
As many as 84 food items were priced on an
experimental basis in 1935-89, but many of
these items were dropped in the 1940 revision
after studies of comparative price trends were
made. Since then, most changes in the food item
sample other than the complete resampling of
the 1964 revision have been made to introduce
new products and specifications and to improve
the sample representation for subgroups of
foods as they assume increased importance in
family spending.

Between 1918 and 1963 the total number of
items priced for the total CPI was increased
from 166 to 325 and further increased to 400
separate specifications in the 1964 revision. In
the early 1940’s as many as 300 items were
priced, but a substantial cut, mainly in the num-
ber of different qualities, was necessitated in
fiscal year 1948 by the reduction in resources.
The samples of apparel, housefurnishings, and
other items show the same process of gradual
revision as the food sample to include items
which gained in importance, to eliminate those
becoming obsolete, and generally to increase
their representativeness. Pajamas replaced
nightshirts; oxfords were substituted for high
shoes; men’s separate collars were dropped;
drycleaning services were added; and modern
synthetic fabrics were introduced. Radios, vacu-
um cleaners, refrigerators, and other electrical
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appliances were added in 1940, as were the
automobile, gasoline, and other automotive
products. Television sets, toys and modern
drugs were introduced in 1950 along with many
other important consumer goods. A number of
new consumer services were added in the com-
plete resampling of 1964, including some re-
quiring unique procedures for pricing.

Component Indexes

The classification of items into groups and
subgroups has been revised several times. Be-
tween 1919 and 1935, indexes for only six major
categories-—food, rent, housefurnishings, fuel
and light, apparel, and miscellaneous,—and the
“all items” index were published. With the
increasing size of the item sample, the Bureau
was able to develop more detailed summaries for
publication. Indexes for subgroups of foods
were added in 1985 and extended back where
possible. After 1952, a major change in classi-
fication was introduced. The former miscellan-
eous group was subdivided. Indexes were pre-
pared for eight major categories—food, hous-
ing, apparel, transportation, medical care, per-
sonal care, reading and recreation, and other
goods and services—and 18 subgroups of goods
and services extended back at least to 1947. A
few years later many special group indexes,
including separate indexes for commodities and
services, were compiled. Further changes were
made in the 1964 revision,

Following World War II, in an effort to pro-
vide the maximum amount of information to
index users, U.S. indexes were calculated and
published at quarterly intervals back to 1935
for most of the individual nonfood items priced
for the index. Until 1953, they were based on
all 84 cities in the index; from 1953 to 1963,
on the 19 cities priced on the March, June, Sep-
tember, December cycle.
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Chapter II. Major Features of the Revision Program, 1959-1964

The revision of the Consumer Price Index
(CPI), completed in January 1964, was the
third comprehensive revision % since the index
was initiated in 1918. The revised index was
the culmination of a 5-year program, carried
out during the years 1959-63, and estimated to
have cost over $6 million. This chapter briefly
summarizes the various aspects of the revision
which are discussed in greater detail in sub-
sequent chapters.

Need for Revision

Minor adjustments necessary to insure that
the index reflects price changes on current
market transactions are made continually in
the course of ordinary index maintenance.
These include the introduction of revised spe-
cifications which describe new varieties of goods
and services, and the introduction of revised
samples of stores and establishments which re-
port retail prices to the Bureau. Occasionally,
adjustments are made in the relative weights
assigned to two or more specifications of a sin-
gle item (for example, full-fashioned and seam-
less hose) when their relative importance in
current sales shifts significantly, but the total
weight of the item usually is held constant be-
tween major revisions.

Item weights and the sample of items nor-
mally have been revised only upon reexamina-
tion of the entire structure of the index. Such
a major undertaking requires a comprehensive
survey of consumer expenditures and surveys
of price trends. No time schedule for such
major revisions had been established previously,
although the Bureau would have preferred,
under normal or near-normal conditions, to fol-
low a regular, predetermined schedule. With
the 1964 revision, the Bureau announced, and
hopes to maintain, a schedule of revision at

2 The first comprehensive revision was completed in 1940, retro-
actively to 1985, the second in January 1953, and the third in Janu-
ary 1964. See chapter I for a description of the various comprehensive
and partial revisions of the index throughout its history.

approximately 10-year intervals,3! unless cir-
cumstances indicate a need for an earlier re-
vision.

During the period that followed the 1953 re-
vision, dramatic changes occurred in the com-
position of the urban population, in the kinds
of consumer goods and services available, in net
incomes of urban workers, and in methods of
distribution and marketing techniques, all of
which alter the pattern of consumer expendi-
tures. Although the BLS had not conducted ex-
penditure surveys during this period, informa-
tion from other sources provided clues to the
probable obsolescence of index weights and
price patterns early in the 1960’s.

The population had mushroomed, but, more
importantly, it presented a markedly different
composition than in 1950. The proportion of
persons at each end of the life cycle had in-
creased. Major changes had occurred in its geo-
graphic distribution. About 1 out of every 5
family units was moving each year, many to
the South and West, which were becoming
more industralized, from farm to city, from the
central city to the suburbs, and to peripheral
areas soon to become urbanized. Based upon
various projections of the U.S. population, it
appears that by 1975, 75 percent of the total
population may reside in metropolitan areas.
These geographic shifts naturally altered the
average distribution of expenditures by the
urban families among the different components.

Personal incomes had moved upward since
1950—about 36 percent between 1950 and 1956
—and a great part of the rise was reflected in
increased real income. Between 1952 and 1956,
incomes increased about 22 percent and con-
sumer prices about 214 percent, indicating a
substantial rise in real income of workers’
families.

o A tentative time schedule calls for the next comprehensive re-
vision by 1975—an 1l-year span—permitting more effective use of
tabulations from the 1970 Population Census,
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Shifts in consumer spending patterns were
already apparent by about 1957. Trade sources
indicated upgrading in the purchasing of many
commodities; for example, new instead of used
cars, and more highly processed foods. Relative
expenditures for cereals and bakery products
appeared to be lower and for meat, poultry, and
fish, higher than in 1950; public transportation
was less important and private transportation
more important. Further extension of credit
on easy terms made the consumer less and less
willing to defer purchasing a home, major ap-
pliances, an automobile, and other large ticket
items. Also, the decline of price maintenance
laws and rise of the discount house had altered
retail distribution patterns. Many new prod-
ucts or qualities had come into being. These
ranged from deep freezers to new household
items of plastics. Greater use was being made
of frozen foods, and there were important
changes in housing, including a large number
of new units, and a continuing shift from rental
to owner occupancy. Particularly significant
was the increasing share of consumer services
in the economy as a whole.

The Bureau’s 1957 proposal for a revision
program did not imply that a revision was
urgent, i.e., that these economic developments
had already seriously affected the representa-
tiveness of the samples of cities, outlets, and
items in the index or of the index weights. In
terms of a 4- or 5-year revision program, the
changes did indicate the potential danger of
serious effects on the index if the program was
not launched immediately. Updating also was
urged as part of an orderly program of revi-
gions designed to maintain the quality of the
index and public confidence in the index.

Summary of Major Features of Revised Index

The revision as carried out did not change the
basic index concepts. The national index still
measures average changes over time in prices
of goods and services bought by urban wage
earners and clerical workers. The same statis-
tical formula is still employed in the index cal-
culations, and the reference base period has not
been changed since the shift was made in 1962
to the 1957-59=100 base recommended for all
Government series.
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The major changes made in the revised index
are:

1. More comprehensive coverage in that single workers
living alone are included, as well as families of wage
earners and clerical workers,

2. A new sample of metropolitan areas and smaller
urban places (hereafter referred to as city sample).

3. Extension of pricing to suburban areas.

4. A new market basket.

5. New samples of reporters, including many new
types needed for unique items sampled for the revised
index,

6. Weighting factors based on 1960-61 expenditure
patterns.

7. Increased use of probability sampling,

8. Establishment of a replication design in order to
measure sampling error in the index.

9. More flexibility in specification pricing.

10. New policy regarding the publication of city
indexes.

Appendix table III compares the important fea-
tures of the old and new series indexes. _

The conceptual considerations leading to the
operational decisions made in all aspects of the
program will be discussed in detail in subse-
quent chapters. The scheduling and timing of
the major activities are summarized in the fol-
lowing section.

Scheduling and Timing

The major activities of the revision program
had to be conducted partly in sequence in order
to dovetail the various aspects. The interde-
pendence of the operations presented difficulties
in timing, particularly in the final stages. The
major activities included:

Program Planning and Analysis

Comprehensive Housing Unit Surveys (CHUS)

Consumer Expenditure Surveys (CES)

Selection of City, Item, and Outlet Samples

Initiation of Pricing and Readjustment of Samples as
Needed

Derivation of Weights

Calculation of Revised Index

Addition of Six Large Cities to Original Program

The program for the first year encompassed
most of the preliminary planning and prepara-
tion activities related to basic decisions on con-
cept, coverage, and index methodology, and de-
velopment of survey procedures and materials,
including the selection of the city sample. The
first-year program also included the actual con-
duct of housing and expenditure surveys in Cin-
cinnati, Ohio, which had been selected as a lead
or pilot survey city for the revision project
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before the index sample of cities was selected.
In fiscal 1961 and 1962, housing surveys were
conducted in 49 urban places and expenditure
surveys in 66 urban places, about one-half of
the work being scheduled each year. Also,
price surveys were conducted on an experi-
mental basis for analytical use in the selection
of items and outlets and for calculation of test
indexes.

In the fourth and fifth years, expenditure and
price data were tabulated, index weights de-
veloped, index procedures formalized, and test
indexes calculated. Official calculation and pub-
lication of old and new series indexes was car-
ried out concurrently during the first 6 months
of the calendar year 1964.

After plans for the CPI revision were under-
way, the Bureau of the Budget contracted with
the National Bureau of Economic Research for
a review of Government price statistics by the
Price Statistics Review Committee. (See chap-
ter 1.) Even though much of the BLS planning
work for the CPI revision was well advanced
by November 30, 1960, when the committee’s
final report was submitted, in several respects
the committee’s recommendations had an im-
portant impact on the revision, then in process.

In the last year of the revision program, the
BLS was given funds to conduct housing and
expenditure surveys and to make plans for ini-
tiating indexes for six additional large cities,2
which had not been included in the national
sample. This work was continued during 1964
and 1965, after the revision was completed. City
indexes were first published during the calendar
year 1965 and these cities were added to the
national index beginning January 1966.

Program Planning and Analysis

Although general plans for the revision were
formulated at the time the project proposal was
submitted to the Congress, including the sched-
uling of surveys and scope of the project, im-
plementation of the general policies, develop-
ment of new sampling techniques, selection of
samples of items and outlets, and determination
of the scheme for weight derivation were car-
ried on actively throughout the 5-year project.

# Cincinnati, Houston, Kansas City, Milwaukee, Minneapolis, and
San Diego.

Fundamental questions of concept were dis-
cussed continually, practically up to the date
when the revision was completed.

Primarily, the program was designed to pro-
vide for revision of weights; for new samples
of cities, items, and outlets; and for improve-
ment of estimating and data collection proce-
dures and price change measurement. Because
of the intensive review of concepts of the index
in the 1958 revision program, the Bureau did
not anticipate a need for any major definitional
changes in basic concepts or coverage. With
the concurrence of both the Labor and the Busi-
ness Research Advisory Committees,® it was
decided to extend the index coverage to include
wage earner and clerical workers living alone
and to compute two indexes, one for families
and the other for families and single workers
combined. (The index for families only was
discontinued after November 1964, when it be-
came apparent that both indexes moved alike.)
It was expected also that the index would con-
tinue to be a measure of price change for a
“constant market basket” of purchases made by
urban wage earner and clerical workers. This
decision prevailed even though the Price Sta-
tistics Review Committee had expressed a pref-
erence for an index of “constant satisfaction,”
in which comparisons would be made between
different market baskets judged to provide
equivalent satisfaction, by some means yet to
be determined.

The methodology for developing index
weights was considered early in the program,
with particular reference to the special proce-
dures adopted in the 1958 revision to adjust
observed expenditures for abnormalities of the
survey year, so as to approximate more stable
expenditure patterns. It was decided that the
objective of the weight derivation processes in
the current revision would be the best estimate
of observed expenditures as of the survey date.
Some averaging of cities and other adjustments
were anticipated in order to produce better
estimates based on the survey results, but no
attempt was to be made to estimate stable pat-
terns or project them to expected patterns for
ensuing years.

% Price Subcommittees of the Business Research Advisory Counecil
and of the Labor Research Advisory Council to the Bureau of Labor
Statistics.
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Comprehensive Housing Unit Surveys

The Comprehensive Housing Unit Surveys
(CHUS) were prerequisites for several major
phases of the program. They provided the sam-
pling frame for selecting addresses for subse-
quent expenditure surveys, samples of tenant-
occupied units for measurement of rent change,
and samples of owner-occupied units for meas-
urement of property tax; they also, provided
other statistical information used in derivation
of housing weights. Thus, CHUS were needed
early in the program.

Obviously, the selection of the sample of cities
had to precede the housing surveys. This was
done in the first fiscal year by the Goodman-
Kish controlled selection technique. (See chap-
ter V1.)

Development of the survey questionnaire was
begun in fiscal 1959 and completed in time for
the pilot survey in the fall of 1959 in Cincinnati
(which did not fall in the revised city sample,
but was 1 of the 6 cities added to the national
index in January 1966). Only minor changes
were made in the questionnaire for the full-
scale surveys, which were conducted in two
stages in the fall of 1960 and the fall of 1961.
All 12 of the largest cities and 10 other large
and medium-size cities were scheduled for sur-
veying in 1960 and the remaining 11 large and
medium-size cities and 8 D strata cities in 1961.
This schedule was geared to the needs of the
expenditure surveys to be carried on in the
spring of the following year for each city. Com-
prehensive housing surveys were not made prior
to the CES in the remaining 24 smallest cities,
since sample addresses for the CES could be
drawn more economically from Bureau of the
Census records. However, subsequently, hous-
ing surveys were conducted in eight additional
D cities for other purposes.

Surveys in the five additional large cities
added to the index in January 1966 along with
Cincinnati, already surveyed, were conducted in
the fall of 1963.

Consumer Expenditure Surveys
The consumer expenditure surveys provided
the basic data for the weighting system and the

selection of the sample of items to be priced for
the index. Since they covered a sample of the
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total urban population, they also served im-
portant nonindex purposes in the field of mar-
keting and economic analysis of consumer in-
comes, spending, and saving. Moreover, the
surveys for 1961 were conducted simultaneous-
ly with surveys for rural farm and rural non-
farm areas, in cooperation with the U.S.
Department of Agriculture, to make possible
national estimates of consumer expenditures.
This Bulletin discusses the use of the data for
index purposes only and does not attempt to
describe the countless analytical and research
uses made of the expenditure data.

The surveys, except for Cincinnati and An-
chorage, were done in two stages, in the spring
of 1961 and 1962, covering the calendar years
1960 or 1961. In the 12 largest cities, half the
sample of households was surveyed in each of
the 2 years. Each of the other cities was sur-
veyed completely in one or the other year. Sur-
veys in five additional large cities 3 were car-
ried out in the spring of 1964 covering the
year 1963.

Selection of Revised Samples

Two important decisions with regard to sam-
pling for the revised index were made early in
the program and before the report of the Price
Statistics Review Committee was completed.
The first decision was to exert every effort to
extend probability sampling on a greater scale
than was previously thought feasible. The other
decision was to design a system for estimating
the sampling error in the index. These two
decisions underlay the procedures developed.
The strong recommendations in the Review
Committee’s report gave support to the Bu-
reau’s efforts to make these improvements in
sampling procedures. Following extensive dis-
cussion, and with the continuing advice of mem-
bers of the Review Committee, a system of rep-
licated samples was devised for the purpose of
measuring sampling error.

The revision work included selecting revised
samples of cities, items, and reporters. The use
of probability methods in selection of the item
sample was entirely new. Moreover, it was a
key operation, which had to be completed before
planning for the outlet samples, developing spe-
cifications, designing the scheme for weight

8 The gixth eity, Cincinnati, had been the pilot city surveyed in
1959, No new survey was undertaken,
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derivation, and setting up index worksheets,
manuals, and the like. Because of this, it was
not possible to wait for the complete tabulation
of expenditure data and it was necessary to
base the selection of items to be priced on data
from nine cities surveyed in 1960. Development
of the sampling frame and experimental selec-
tion of items by probability methods com-
menced early in 1961, but the final selection
was not made until September 1962.

Consideration of the problem of reporter sam-
ples began early in 1961. The general scheme
for selection of samples was developed, sample
sizes were determined, and basic listings from
the Bureau of Old-Age and Survivors Insurance
(BOASI) were in usable form by the summer
of 1962; actual selection was undertaken after
the list of items was finalized. This work coun-
tinued almost to the end of the program.

Initiation of Pricing and Readjustment of
Samples

Initiation of pricing of the revised samples
in the field was a laborious operation. It was
done very gradually, beginning in July 1962
for rent in 14 cities that were common to old
and new indexes, extending to the most im-
portant items in a few cities and then to other
cities and finally to probability items, as the list
was finalized and specifications were developed.
Several pricings were necessary to fill in gaps
and to replace unproductive outlets. First pric-
ing of the entire list of items was substantially
completed by about May 1963. Many changes
in the outlet samples which had been selected
in Washington were found necessary in the
field.

In a number of respects, the pricing proce-
dures for the revised index were different from
those used previously. The need for introduc-
ing new procedures and also continuing the old
index simultaneously by old procedures proved
burdensome. The principal changes were the
pricing of items deviating from specification
where necessary, and pricing in two different
subsamples of outlets.

Price data collected for the first few periods
were reviewed thoroughly and numerous ad-
justments of item and of outlet samples and of
processing procedures were made as needed.

Derivation of Weights

Except for the original decision that the
objective of the weight derivation was the best
possible estimate of 1960-61 actual expendi-
tures, little work on weight derivation was pos-
sible until the item sample and replication de-
sign was formulated and the final tabulations
from the CES completed. Most of the work on
this phase was concentrated in 6 or 8 months
from the end of 1962 to the fall of 1963.

Calculation of Revised Index

Recurring calculation procedures for the re-
vised index are much more complex and time
consuming than for the old series because of
separate processing of the replicated subsam-
ples, and because of the inclusion of items devi-
ating from specification in the measurement of
price change. Very careful review of the tabu-
lating and processing procedures was necessary
to uncover unforeseen contingencies, to develop
adjusting techniques where necessary, and to
routinize editing procedures. Original plans op-
timistically called for 12 months of indexes
during 1963, by which procedures would be
tested, but late completion of weight derivation
and initiation of pricing in the field forced a
rather drastic curtailment in plans. Complete
city and U.S. indexes were calculated for sev-
eral months to make possible complete testing
of the new mechanics and to make sure that all
necessary instructions for clerical processing of
new samples by new procedures had been for-
mulated.

National price changes for major groups
were computed for several months in the sum-
mer of 1963, as part of the testing; however,
because so many estimating expedients were
required the results were not considered an ade-
quate test of the possible effect of the revision
on price trend data. Beginning in the fall,
major emphasis was placed on work necessary
to publish the January revised index on sched-
ule. Problems of linking the new samples to the
old index at December 1963 were particularly
complex and a thorough review of December—
January price changes of old and new series
was made city by city and group by group be-
fore the new January index was released on
March 3, 1964. Simultaneous calculation of
complete old and new series indexes was carried
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on for January and the next 5 months of over-
lap calculation.

Addition of Six Large Cities

The extension of the Consumer Price Index
program to six additional large cities arose out
of discussions concerning the calculation and
publication of indexes for individual cities. As
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a matter of policy, it was decided that indexes
would be published for all Standard Metropoli-
tan Statistical Areas having a population of 1
million or more in 1960. Housing and expendi-
ture surveys were conducted, outlet samples
selected, pricing initiated, and weights derived
by procedures similar to those for cities in the
original sample.
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Chapter III. Statistical and Conceptual Structure of the
Revised Consumer Price Index*

Since the Consumer Price Index (CPI) was
established, during World War I, it has under-
gone three major and several partial revisions,
as described in chapter I. The recent revision,
effective with publication of the January 1964
index, is the first to be initiated by the Bureau
of Labor Statistics on the principle that review
and revision should be a regular part of the
index program. In contrast, previous major re-
visions were carried through at long intervals
and after drastic changes in the economy raised
questions about the validity of the index meas-
urement of price change. The Bureau hopes to
review and revise the index at approximately
10-year intervals. Of course, this does not rule
out revision at shorter intervals, when economic
changes have affected significantly the buying
patterns of wage earners.

Despite many changes and improvements in
statistical procedures, the revised CPI continues
to be what it has always been—a measure of
price change, and of price change only, in items
purchased by urban wage and clerical workers
for their own consumption. Major orientation
of the index is toward use in collective bargain-
ing and as a yardstick for measuring changes
in real income of workers. The purpose of the
CPI is still to measure the shifts in the purchas-
ing power of the consumer’s dollar or—in the
other way it is often expressed—to measure
changes in his cost of living, insofar as living
costs are affected by price change.

Workers Covered

Expenditures by a cross section of wage-
earner and clerical-worker consumers living in
a representative selection of urban places pro-
vide the basis both for the selection of items to
be priced for the revised CPI and for the

* Most of the material included in this chapter was published in

“The Statistical Structure of the Revised CPI,” Monthly Labor Re-
view, August 1964, pp. 916-924.

weighting structure. Data collected in the
1960-61 Surveys of Consumer Expenditures3®
were tabulated for the CPI revision project for
the group of families, or consumer units, classi-
fied as wage earners and clerical workers,s®

A family is considered within the scope of the
CPI if 50 percent or more of its total income
during the survey year came from wage and
clerical occupations and if at least one member
of the family unit worked for a minimum of
37 weeks of the year. In the old series, families
were defined on the basis of the occupation of
the head of the household only. The change was
considered necessary because of the increasing
importance of families with two or more work-
ers and of family units whose household head
was retired, but which had other working mem-
bers.

In the 1964 revision, the index’s population
scope was expanded to include single workers
living alone as independent consumers. This
was done on the advice of labor and business
advisory groups in order to make the index
more representative of the total wage- and
clerical-worker population with which collective
bargaining is concerned.?” At first it had been

# Surveys were conducted in 66 metropolitan areas and urban
places located in the United States (including Hawali and Alaska).
The list of cities and the method of selection is described in chapter V.

3 The definition of wage earners and clerical workers is based on
the occupationai classification used by the Bureau of the Census for
the 1960 Census of Population and listed in the Alphabetical Index
of Occupations and Industries, The group includes craftsmen, fore-
men, and kindred workers, such as carpenters, bookbinders, etc.;
operatives and kindred workers, such as apprentices in the building
trades, deliverymen, furnacemen, smelters, and pourers, ete.; clerical
and kindred workers; service workers, except private household, such
as waitresses, practical nurses, ete.; sales workers; and laborers, ex-
cept farm and mine, It excludes professional, technical, and kindred
workers, such as engineers and teachers; farmers and farm man-
agers; managers, officials and proprietors, except farm; private
household workers; and farm laborers and foremen,

37 Urban wage earners and clerical workers and their families com-
prised 56 percent of the total urban populatlon in 1980. Single
workers living alone represented 10 perceut of all urban wage- and
clerical-worker consumer units to which the “new series” CPI
applies. On an expenditure weight basis, however, the importance of
single consumer units is only 6 percent of the composite index, be.
cause of the lower level of their expenditures,
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expected that additional pricing would be in-
augurated to give proper representation to
items important in the single person budget,
such as room rent, room and board, restaurant
meals, and different qualities of other items.
However, in some of these cases, there appeared
to be no major difference between the types and
qualities of goods and services bought by single
consumers and families. In other cases, exces-
sive costs of price collection precluded separate
pricing. Therefore, no special pricing is carried
out specifically for such single workers.

However, weights were computed separately
for singles. This means that the weighting dia-
gram for the composite index was affected to
a small degree by the inclusion of singles. A
parallel index, excluding single consumer units
and based on weights for families of two or
more persons, was calculated for the United
States, but not for the individual cities, from
January through November 1964. Because it
was based on the same prices, and weights were
only slightly different, it moved almost the same
as the composite index during the 11 months.
Therefore, it was discontinued after November
because such minor differences did not justify
the cost of calculation.

There is no income limitation in the new
series CPI, as there had been in the old. Aside
from generally higher income levels for occupa-
tions within the scope of the index, an income
limitation was discarded because of the higher
income per family unit resulting from the
increased number of families with more than
one worker, and greater precision in the occu-
pational classification in the survey.

Geographic Coverage

A consumer unit had to be living within an
urban place in order to be included in the urban
portion of the Consumer Expenditure Survey
for cities surveyed in 1960,38 but the expendi-
tures reported were not limited to that place.
The BLS attempted to get a complete record
of the family's expenditures during the survey
year, regardless of where they were made.
Similarly, there is no limitation in the measuie-
ment of price changes in the CPI to purchases
in the home city. The index is intended to meas-
ure the price changes of items bought by urban

3 The 1961 surveys were extended to rural aresns,
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wage and clerical workers, regardless of where
purchased.

There is, however, an operational limitation
on pricing: BLS cannot follow consumers to all
the places where they make their expenditures.
The collection of price data for the CPI is cen-
tered upon 50 (or 56) sampling points—metro-
politan areas and small urban places.?®* Indexes
are published for each of the larger metropoli-
tan areas separately, and with few exceptions,
the data which go into these indexes are prices
prevailing within the sample areas. For exam-
ple, restaurant expenses and costs of operating
automobiles, although they are often incurred
away from home, are priced only in the CPI
sample areas—not in resort or vacation areas.

In the new series CPI, several additional
items are being priced to represent expenditures
generally made away from home. Hotel and
motel expenditures are represented by room
rates, averaged on a regional basis, in the
metropolitan areas of the CPI sample which in
1960 had a population of 250,000 and over.
Hotels and motels in resort areas outside the
big cities are excluded because of the prohibi-
tive cost of such extended collection. Measure-
ment of price change in college tuition fees is
based on data from independent regional sam-
ples, since it has been possible to use an annual
survey conducted by the Office of Education.
As in the case of hotels and motels, the data are
averaged over a region in computing city price
relatives for this item.

Changes in living expenses or buying patterns
of the index population, as a whole, traceable
to the movement of population, for example,
from suburbs to central cities, from one part of
the country to another, etc., are treated as non-
price factors in the index.®® Such migrations
are prevented from affecting the measurement
of price change by the assignment of fixed popu-
lation weights to each area sampling center and
by the method of collecting price data.

The Expenditures Scope

Since the CPI measures price changes corre-
sponding to all spending for family living, the
weight and price data run the gamut from bread
and butter to television and bowling fees, from

® The selection of sampling places is described in chapter V.
1 Costs of moving are, in concept, within the scope of the index.
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prenatal and obstetrics services to funeral ex-
penditures, from popular paperback books to
college textbooks. The CPI is not, and never has
been, limited to price changes of so-called neces-
sities. Because it has been related particularly
to wage earners and clerical workers, the all-
inclusive item coverage was not as evident in
its earlier history, but the growing importance
in wage-earner budgets of automobiles, amuse-
ments, recreational services, and the like has
been reflected in the composition of the index
since 1940 and particularly in the current
index.

Weights computed from Consumer Expendi-
ture data of 1960 and 1961 were introduced in
the CPI in January 1964. They are intended to
represent average annual expenditures per con-
sumer unit for the urban wage-earner and cleri-
cal-worker population.#* As in the past, they
reflect experience of renters and of homeown-
ers; of car owners and of carless families; of
families with many children, and of childless
couples. For the first time the index weights
also reflect expenditure patterns of single con-
sumers living alone.

The scope of the expenditure weights corre-
sponds exactly to the price measurement scope
of the CPI. Thus, the expenditure weights in-
clude all taxes directly associated with them-—
for example, sales and excise taxes—and so do
the price data collected for the CPI. Similarly,
taxes or government fees associated with par-
ticular purchases, properties, or services related
to family living (for example, transfer taxes,
property taxes on owner-occupied dwellings, car
registration fees, and water and sewerage fees)
are within the scope of the CPI. Income taxes,
however, are excluded as not being related to the
purchase or continued owmership of consumer
goods and services.4?

Among the questions to be resolved in con-
sidering the scope of the weights is whether an
expenditure is for current family living or for
investment. In the 1958 revision of the CPI,

1 The average expenditure weights referred to above are com-
puted on an annual total basis, ignoring the fact that some items have
a fluctuating pattern of seasonal consumption—or, in fact, may dis~
appear from the market entirely during certain periods of the year.
For a full discussion of this problem, sece “Use of Varying Seasonal
Weights in Price Index Construction,” by Doris P. Rothwell, in the
Journal of the American Statistical Association, March 1958, pp.
86-71.

4 Thus, in effect, the scope of the CPI corresponds to disposable
income as used in the national income accounts, except that some
additional tax payments to government are netted out in the latter,
e.g., motor vehicle llicense fees.

it was decided to treat home purchases as pur-
chases for consumption rather than as invest-
ments and this decision was reaffirmed in the
1964 revision. Thus, the CPI weights and pric-
ing system include the purchase prices of such
long-lasting items as houses and cars, even
though the consumer will not consume these
items completely for many years. This contrasts
with the “space rental” approach for measuring
the value of owner-occupied housing in the na-
tional income accounts and the proposals some-
times made that cars and other durables be
priced for the CPI on a “use value” basis.

Since an expenditure is eonsidered consum-
mated when the obligation is incurred, rather
than when the payment is made, the total pur-
chase price is included even when houses and
durable goods have been bought on mortgage or
installment credit. The effect of this treatment
is qualified by the fact that weights for the more
expensive durable goods such as houses and
cars are taken net of trade-in offsets or of sales
receipts of corresponding items. Sales are not
netted against purchases for the index popula-
tion as a whole—but only where there is a pur-
chase and a sale by the same consumer unit
simultaneously, or almost simultaneously-—i.e.,
during the year for which expenditures were
surveyed. Thus, the index weights correspond
closely to net outlays or obligations, and price
changes in these components affect the index
measurement of purchasing power in a real-
istic manner.

The fact that in both the weight regimen and
in measurement of price change a transaction
is considered consummated for purposes of the
CPI when the obligation is incurred, raises the
question of treatment of credit. All costs, in-
cluding credit, associated with installment pur-
chases are within the scope of the CPI. How-
ever, it is difficult to determine exactly how to
measure these costs for weight derivation, and
how to price them on a current basis. In the
CPI, as it has operated over the last decade
(and this remains unchanged), mortgage inter-
est has been included in both the weighting
structure and in price collection. The total cost
of interest contracted for has been included in
expenditure weights of other items bought on
the installment basis, but the Bureau has not
yet introduced techniques for pricing separate-
ly the cost of these credit services.
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Although there is general agreement that
writing of life insurance represents a service
to the consumer that is within the scope of the
CPI, problems prevent this service from being
included in the weights or the pricing plan. The
major part of life insurance premiums repre-
sents a form of investment that should be ex-
cluded. The difficulty is to devise a method for
partitioning premiums into a consumption por-
tion (the service or protection part of the plan)
which should be within the scope of CPI, and
an investment portion which must be ignored,
and to be able to repeat this division periodically
to measure price change in the consumption
portion.

Other forms of insurance (e.g., property, car,
and medical) are included in the weights and
are priced for the CPI by one technique or an-
other. In these cases, the major difficulty is in
establishing prices for policies of constant bene-
fits, as provisions of policies change and as the
current dollar value of benefits changes with
prices. This is a variant of the more general
problem of quality change which pervades the
entire price index field.

Since it is related to expenditures, the CPI
does not reflect noncash consumption. Food
grown at home, fringe benefits received as part
of a job, services supplied by government agen-
cies without payment of a special tax or fee, and
so on, are not priced. These exclusions can affect
the interpretation of the index when the rela-
tive importances of these noncash consumption
items change over time in relation to cash out-
lays. Medical care, for which employers in re-
cent years have assumed an increased portion
of the expense, is an important example. The
accuracy of a fixed-weight price index for medi-
cal care, as a measure of cash outlays required
for medical care by the index population as a
whole, is affected by changes in the employer
share of medical costs.

Index Formula

In concept, the CPI is computed by compar-
ing, at different periods, costs of a fixed set of
goods representative of all purchases made by
urban wage and clerical workers. This is popu-
larly called a “market basket” index; techni-
cally, it is a price index with “fixed” or “con-
stant” weights.
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The CPI procedure is to measure price change
by repricing at regular time intervals and com-
paring aggregate costs of the goods and serv-
ices bought by consumers in a selected base
period. Mathematically such an index takes the

form:
— Z (piqs)
I‘_[E(poq.)]xmo @

where i is the current month

a is the period of the most recent ex-
penditure survey (1960-61) from
which current weights were derived

o is the reference base period of the index
(most recently 1957-59)

q is a derived composite of the annual
quantities purchased in a weight base
period for a bundle of goods and serv-
ices to be represented by the specific
item priced

p is the average price of a specific com-
modity or service selected for pricing

The quantity elements, g., of the above ag-
gregative formula are considered to be defined
in sufficient detail with respect to quality and
variety that explicit prices can be attached to
them at both time periods. Thus, the index for
period “i” with respect to period “o0” taken as
100, I represents the ratio (multiplied by 100)
of aggregate costs of the same items priced in
both periods. A good part of the problem of in-
dex numbers is in defining what “same’ means,
first in theory, and then in practice.

In actual operations, formula (1) is replaced
by its algebraic equivalent, the dollar weighted
average of price relatives:

- 2(poqa)(pi/po)]
1= | @200 100 @
The dollar weights are the expenditures re-
quired in prices of the reference period “o” to
purchase each component of the weighting pat-
tern relating to period “a”. If the weighting
pattern is derived from the same period used
as the time reference base, formulas (1) and
(2) reduce to the Laspeyres, or base weighted,
formulas.

An equivalent but more convenient procedure
is to average period-to-period price relatives 43

4 Price relatives are computed for all indlvidual items, separately
by eity, and take the form (Pi/P1—1), This Is the average price

for an item from one period divided by the average price from the
preceding period,
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for individual items of the market basket, ac-
cording to the formula given in appendix table
II1. The computation of the index is a chaining
procedure in which the index for the previous
month is multiplied by the average relative
change in price from the previous month to the
current month. Computing the price change
on a month-to-month basis makes it easier to
accommodate changes in the sample of items
and specifications priced as market conditions
change—a continuing process in the new, as
in the old, CPI. Such changes would be un-
avoidable even if the BLS desired—which it
does not—to maintain an inflexible sample of
priced items between periodic major revisions
of the CPL

The quantity weights and initially, the ex-
penditure weights, of the revised CPI related
to the period represented by the expenditure
surveys, 1960 and 1961. However, before intro-
ducing the revised expenditure weights into the
CPI, the data were revalued at December 1963
prices, when the new series CPI was linked to
the former series.** The December 1963 link-in
weights for the new series were used with the
item price relatives from December 1963 to
January 1964, to obtain the average change for
all items. The December 1963 old series index
multiplied by this average change produced the
new January 1964 index.

As the chaining process is repeated each
month, the expenditure weights are automati-
cally kept on a current price basis. When trans-
lated to percentages, the revalued weights are
called “relative importances.” For example, in
calculating the June 1964 index, the relative
importances (in effect, the weights) for the
May to June CPI change were the December
1963 expenditure weights revalued at May 1964
price levels.

As the preceding illustration emphasizes,
relative importances for month-to-month com-
parisons change with prices, but the expendi-
ture weights for comparing a current period
with the link-in date do not change.

The CPI chain-computation formula does not
result in a true chain index, except in the sense
of one with rather long periods between the
links, i.e., when the major weight revisions are

# These adjustments were made on the basis of rather broad
groups or categories of items. Only in the ease of very important
individual items were price trends of items used separately.

made. In the CPI chain computation procedure,
prices of comparable items are compared from
one period to the next. However, when substi-
tutions are made, the substitute price relatives
are used with the weights for the items which
they replace. In a true chain index, each price
comparison would involve a new compilation of
weights—and a new sampling of items to be
priced to take account of changes in purchas-
ing patterns of the index population.

The CPI is sometimes referred to as a modi-
fied Laspeyres index in the sense that the weights
refer back to some earlier period. The CPI is
not, however, precisely a Laspeyres index, since
the Laspeyres approach requires that the quan-
tity weights relate to the period with which
price comparisons are being made.*

Constant Expenditure Weights

In the recent revision, the BLSS modified the
ground rules underlying the CPI to take par-
tial advantage of the flexibility of the chain
index approach, while retaining the virtues of
a fixed-weight index. As the first step in orga-
nizing the 1960-61 consumer expenditures data,
a classification system was developed to allocate
each consumer outlay into 1 of 52 expenditure
classes (which later became the strata for se-
lecting the sample of items for pricing).

Until the next major CPI revision—barring
some emergency—the BLS expects to maintain
constant the base period weight relationships
of the expenditure classes. In current dollar
terms, the relative importances of the classes
will change as prices change.

The BLS may, however, choose a new sample
of items within any of the expenditure classes
for pricing in the current CPI, whenever there
has been a significant shift in the composition
of consumer expenditures within the category.
This could occur when new products or new
services within the group come into the market
in significant dollar volume. Thus, if the BLS
has access to data which show that patterns of
spending within an expenditure class have

4 The time reference base for all Government index series is estab-
lished by the Office of Statistical Standards, Bureau of the Budget.
Currently, it is the average of the years 1957 through 1969. The CPI
weights relate neither to the 1957-59 period, nor to the December
1963 link-in date; therefore, index comparizons against either of
these periods are not true Laspeyres comparisons. While the revised
weights refer back to 1960-61, price comparisons against that period
are not of the Laspeyres type ecither, inasmuch as the old serles
index, which carries through December 1968, i3 a necessary part of
such comparisons.
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changed significantly, it will be free to bring
new items into the sample of items priced for
the CP1 when they become significant, or to
reweight within an expenditure class the items
formerly priced. If this action is warranted, the
BLS can select a completely new and independ-
ent sample of items to represent the particular
class. Changes in the sample or internal weights
within an expenditure class would be introduced
by a linking process, so that the changes would
not affect the index level.

In the former application of the market bas-
ket approach, the pattern and level of living of
the weight base period was effectively defined
as a group of specific items selected for index
pricing, and their associated expenditure
weights. Since the price index was intended to
hold the level and pattern of living constant,
this operational definition led to relative inflexi-
bility in the item sample. The new approach
outlined above emphasizes that the market bas-
ket of items priced for the CPI has significance
only as a sample representative of all consumer
expenditures; nothing more. When segments of
the sample cease to be representative, they may

24

be changed by a systematic procedure built into
the index framework.

In the current index, the level and pattern
of living of the base year to be held constant
in index comparisons is effectively defined in
terms of the weight base period (1960-61) dol-
lars which consumers spent on each expenditure
class relative to each other expenditure class.
Thus, if the base period dollars are interpreted
as quantity units,*® it can be said that the quan-
tities in the index system which are being held
constant are the base period dollar aggregates
spent for each expenditure class. Whether or not
there is more than a semantic difference be-
tween the new approach and the old will depend
upon the availability of reliable data to judge
whether the pattern of spending has changed
sufficiently for it to be desirable to make broad
adjustments of the sample of weights within
expenditure classes.#?

4 The current period price corresponding to a base period dollar
quantity unit is identical with the price relative, i.e., the ratio of the
current price to the base period price.

47 The BLS had hoped for a program of annual expenditure sur-
veys which would have served this purpose, but plans for this have
not developed. Unless satisfactory data are available from secondary
sources, the plan to make periodic adjustments of the item samples
cannot be implemented.
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Chapter IV. Sampling Aspects of the 1964 Revision*

It is axiomatic that any large complicated index
such as the Consumer Price Index (CPI) for the
United States must be based on a whole complex
of samples. A sample of cities or areas is required,
and within each area a sample of urban families or
consumer units, from whom consumer expendi-
tures are obtained. These consumption data pro-
vide the weights by which price changes in the
components of the CPI are combined to higher
levels. There must also be a sample of areas in
which to collect prices and it is usually convenient,
but not essential, that these sampling points be the
same as those in which the consumer expenditures
surveys are conducted.

Further, since it is impossible to price all the
thousands of items which consumers buy, it is
necessary to select a sample of items for pricing,
to represent price movement of all items. There
must also be samples of outlets, in each sampling
area, from which price quotations are obtained for
the selected items. Finally, pricing in any one
store is done on a specific day at monthly or
quarterly intervals so there is, in effect, a sampling
of time,

Any sampling plan should be related to a partic-
ular goal. In the case of the CPI, the primary
objective is to produce the most accurate national
index possible but, at the same time, the index
system is expected to produce accurate indexes for
large metropolitan areas and for the major com-
ponents of expenditures separately. With the
experience of many years in this field of work, the
BLS knows that in order to satisfy users it must
also provide data at the item level—both average
prices and indexes of price change. All of this,
plus the fact that the price index is based on an
aggregation of dissimilar components which do not
comprise any previously defined composite of
goods and services, leads to a very complex
sampling design, or rather a set of sampling
designs.

*Most of the material in this chapter was included in an unpublished
paper, ‘“‘Sampling Aspects of the Revised CPL,” by Marvin Wilkerson.

Probability Sampling

As mentioned in chapter 11, in the 1964 revision
the BLS placed emphasis on the extension of
probability sampling. However, such methods
were by no means new to the CPI. The samples
of consumer units in the CES traditionally have
been selected by probability methods. So have
the samples of rental dwellings used to price rent.
From time to time as opportunities presented
themselves, probability sampling was adopted in
other phases of the CPI: in the selection of samples
of doctors, samples of properties for measuring
property taxes, samples of lending institutions for
use in measuring mortgage interest rates, ete.

In other areas, however (particularly in the
sampling of items), no comprehensive attempt to
use such methods had been made prior to the 1964
revision. This appears to have been the case in
most other countries as well, and there are good
reasons for this situation. One of the greatest
obstacles in the sampling of items is the difficulty
of constructing a meaningful sampling frame,
Samples in a price index are not used for a single
point in time but must serve for possibly 10 years.
Under the circumstances, informed judgments,
based on consideration of all the relevant infor-
mation available, has usually been preferred as a
sounder method of selecting a sample than some
random method, even though the former cannot
conceptually be called an unbiased procedure.

Samples of outlets, except possibly for food, are
typically small (4 to 8 stores per city in most cases)
and the task of attempting to represent adequately
all the possible types of outlets through a prob-
ability sample has usually not appeared feasible.
This has been expressed by a leading price statis-
tician of India as follows: *. . .it is usually possible
to cover only a very small sample of outlets for
any one specification. With the smallness of the
sample size, a representative probability sample
including all types and sizes of outlets often
becomes impractical.” 48

#A. Basu, “Consumer Price Index Numbers—Sampling Problems in
Prices,” Indian Labour Journal, Delhi, June 1960, pp. 582-588.
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Despite these well-known difficulties, however,
the BLS decided, in the 1964 revision, to attempt
extension of probability sampling as far as pos-
sible. The degree to which this objective was
achieved and the operating methods employed are
described in detail in the ensuing subject matter
chapters. The major technical considerations are
summarized here.

Estimating Sampling Error

Probability sampling is a necessity if estimates
of sampling error are to be derived in a conven-
tional manner. However, it is apparent that even
if probability sampling could be followed rigor-
ously through all the complicated CPI structure,
the mere computational load would be so extensive
that it would be impractical to compute measures
of error except by some “simple’’ approach.

Such methods have been used increasingly in
other series in recent years under such titles as
“interpenetrating samples,” ‘random groups,”
“replicated samples,” ‘ultimate clusters,” ete.
While the BLS was still exploring the possibilities
of such methods, an outline of a replicated sample
design, in a staff paper 4® prepared for the Price
Statistics Review Committee, became available
and it was used as the starting point.50

The BLS sample design includes two samples of
cities (or standard Metropolitan Statistical Areas),
two replicated item samples, and two replicated
outlet samples. In addition to the minimum pro-
gram, designed to produce an estimate of the
combined sampling error in the index, the strue-
ture includes more extended replication in selected
cities, aimed at permitting some evaluation of the
components of the error—those due to sampling of
cities, items, and outlets. (It is hoped that this
knowledge of error components will be helpful in
future decisions related to utililzation of resources.)
A more detailed outline of the replication model is
given in a separate section at the end of this
chapter.

The design of city samples, consumer unit
samples, item samples, and outlet samples is
discussed in detail in subject matter chapters V,
VI, VII, and VIII, respectively. Only brief sum-
maries will be given here.

#See Government Price Statistics, Sampling Considerations in the
Construetion of Price Ind with Particular Reference to the United
States Consumer Price Index by Philip J. McCarthy, pt. 1, Jan. 24, 1961,
pp. 197-282,

5 Professor McCarthy later served as a consultant to the BLS in expand-
ing and adapting his ariginal outline, .
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City Sample

The CPI sample is customarily referred to as the
“city” sample and the selected localities as
“cities,” even though the sample consists of the
urban portions of Standard Metropolitan Statisti-
cal Areas (SMSA’s) and urban places outside
SMSA’s. This is due partly to historical usage
dating from earlier periods when CPI price data
were collected in large cities only; also, the term
“city” tends to emphasize the urban coverage of
the index. The term is used in this context
throughout this bulletin.

A core sample of 50 cities for the revised index,
supplemented by 16 additional small nonmetropol-
itan urban places for the family expenditure sur-
veys, was determined to be the maximum size con-
sistent with available budget. The primary
sampling units (PSU’s) were Standard Metropol-
itan Statistical Areas as defined by the Bureau of
the Budget prior to the 1960 Census, except that
the Standard Consolidated Areas for New York
and Chicago were used, plus individual urban
places outside the SMSA’s. The measure of size
used was estimated urban population as of Jan-
uary 1, 1959. The PSU’s were stratified by broad
region and by size into 12 regional-size strata.
The 12 largest SMSA’s were selected with cer-
tainty, that is, they represent themselves in the
sample design. These areas each had a 1960

‘population of over 1,400,000. Since both Alaska

and Hawaii were covered in the revised CPI, one
sample selection was allocated to each of these two
States. The remaining 86 selections were al-
located to the 12 regional-size strata on the basis of
their relative population and the relative costs of
pricing cities of different sizes.

The exact method of selection was a matter of
considerable study and experimentation. The
method finally used was one that is generally
known as “controlled selection.”” 51 The procedure
is discussed in chapter V.

After the initial 50-area sample was selected, the
Bureau received funds to conduct expenditure
surveys and prepare city indexes for six additional
large SMS’As (having over 1 million population in
1960). These areas were planned for addition to
the national index in January 1966.

8 Deseribed by Roe Goodman and Leslie Kish in the September 1950
issue of the Journal of the American Stalistical Association, pp. 850-372.
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Samples of Consumer Units

The samples of consumer units used for the
Consumer Expenditure Surveys covering the 2
years, 1960 and 1961, were drawn through a two-
stage random sampling procedure. Compre-
hensive Housing Unit Surveys (CHUS) were
conducted in each sample area late in the year
preceding the actual survey date. The CES
samples of addresses were chosen as subsamples of
the housing units enumerated in the CHUS. The
sampling procedure is described in chapter VI,
“Housing and Expenditure Surveys.”

Classification System and Item Sample

As the first step in selecting the item sample for
the revised index, a classification system was
developed to provide a logical publication frame-
work containing the traditional major expenditure
groups, subgroups, etc. In a broader sense, one of
its basic functions was to divide the thousands of
goods and services purchased by consumers into
meaningful and manageable components of the
universe. It provided the framework for the se-
lection of the item sample and for the deriva-
tion of index weights.

Two levels of the classification system were of
critical importance. These were: (1) the item
level, and (2) the level which defined the finest
stratification for the item sampling; that is, the
strata to which allocations of items were made and
within which probability samples of items were
selected. The term “expenditure class” (EC) was
given to this level.

The expenditure class was also conceived of as
the level at which base period expenditure weights
will be held constant until the next major revision
of the CPI. The Bureau reserves the right to
resample items within an EC between major
revisions if circumstances warrant. This mini-
mizes the importance attached to the sample of
items priced for the CPI, and emphasizes that the
priced items have significance only as a sample of
items selected to represent price movement of all
items,

The definition of the items was given a great
deal of thought and discussion. The list of line
items in the schedule (that is, items for which
separate family expenditures were obtained), used
in the Consumer Expenditure Surveys in 1960 and
1961, provided a logical starting point. To some
extent the existence of this list and the fact that

expenditure data were available from the CES
surveys for these line items provided a limit on the
detail in which the items could be listed for sam-
pling purposes.

It was realized from the start that the definition
of an “item” would have to be fairly broad and
that it was not feasible to list the final “specified-
in-detail” items for which prices are collected.
The following general rules were set up as guide-
lines: (a) the item should not be so broad as to
leave most of the sampling operation in the judg-
ment area of selecting and defining specifications;
(b) the item should not be so narrowly defined,
however, that its definition unduly restricts the
selection and maintenance of specifications for
pricing; (¢) the items should be as consistent as
circumstances permit in the degree of homogeneity
of the subitems included; and (d) to be of use for
sampling purposes, it should be possible to obtain
or derive some measure of the relative importance
in total family spending for each item listed.

The item sampling procedure is described in
greater detail in chapter VII, “Weighting Struc-
ture of the CPI, 1964.”

QOutlet Sampling

The first big problem encountered in probabil-
ity sampling of outlets from which prices are
obtained was to obtain information about the
universe of retail and service establishments in a
given area. Ideally, it would have been desirable
to have names and addresses of such places, infor-
mation as to type of store or outlet, some indica-
tion of volume of sales, and preferably (although
this is usually unavailable without a personal
contact) fairly specific information as to types of
merchandise carried.

A number of possible sources of comprehensive
establishment data were investigated. The only
one which proved fruitful was a master list of firms
which report to the Bureau of Old-Age and Survi-
vors Insurance (BOASI—Social Security Adminis-
tration, U.S. Department of Health, Education,
and Welfare). The identification codes in the
BOASI file did not permit selection by individual
city or SMSA, however, and it was necessary to
start with data assembled by the BOASI, and by
the Bureau of the Census for its publication,
County Business Patterns.

Using sampling ratios furnished by the BLS,
master samples of retail and service outlets were
selected within the counties embracing the sample
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areas. These selections proved useful but needed
considerable supplementation by rosters, grocery
route lists, telephone directories, ete.

In the larger SMSA'’s, a sample of neighborhood
and suburban localities and shopping centers were
selected in which pricing was to be done, as well as
in downtown areas.’? These were usually selected
with probability proportional to sales volume,
using the best available sales data. The listings
of outlets were limited to those falling within the
sampled areas.

Although the geographic coverage of the CPI,
insofar as place of residence is concerned, is limited
to urban areas, this limitation does not apply to
price eollection. It is pertinent to price wherever
urban families shop. While practical considera-
tions limit pricing to the vicinity of the 50 (or 56)
sample areas (except for a few items like college
tuition and hotel and motel rates), important
shopping centers are included in some cases even
though they are located outside urban boundaries.
In a few small cities it is necessary to go to nearby
towns to secure price quotations. '

All the various sources were used to develop a
sampling frame for selecting samples of outlets.
The frame was organized by specific type of outlet;
for example, department stores, men’s clothing
stores, family shoe stores, etc. Each priced item,
in effect, required a separate sampling operation.
It was not feasible, from a cost standpoint, to
select each of these samples independently, since
this could well have spread the pricing over an
excessive number of different outlets with a very
few quotations obtained from any one outlet.

Selection with probability proportional to size
was not possible in all cases and many replace-
ments of original selections proved necessary.
Most replacements were made because the stores
did not carry any of the items BLS was attempting
to price or because they refused to cooperate in
reporting prices. Whenever possible, replace-
ments were selected by the Washington office from
the original sampling lists. By the time the final
complete outlet samples were established, so many
expedients may have been used that no claim can
be made for strict probability samples. However,
the approach is within a probability framework

52 For example, in the Los Angeles-Long Beach SMSA, four ““major
retail centers” were selected within the city of Los Angeles (in addition to
the central business district) from 28 such centers defined for the 1958
Census of Business. These are known as “Hollywood and Vine,”
“Crenshaw Center,” “Miracle Mile,” and the *“Valley” area. Outside
Los Angeles proper, 7 cities out of a total of 70 were selected for pricing:

Long Beach, Anaheim, Beverly Hills, Montebello, Pasadena, South Gate,
and West Covina.
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and it is believed that many of the main benefits of
probability sampling have been achieved: Lack of
bias, representation of different types of outlets,
sections of each SMSA, ete. Procedures used are
described in chapter VIII, “Outlet Samples, 1964
Index.”

The Replication Design in the CPI

Computing a sampling error by a standard
formula requires probability sampling. The com-
putation gives a measure of the dispersion that can
be expected among many estimates made by
repeatedly sampling the same universe, using the
same sample design and estimating procedures,
and in which the variation is due only to the
chance differences in the particular cities, firms,
families, individuals, ete., which happen to fall
into the various samples. This error estimate is
derived from the basic variances in the universe
and the formula appropriate to the sample design,
and can normally be computed satisfactorily from
the results of a single sample even though it per-
tains to a whole universe of sample estimates.

The replication approach is an empirical, rather
than a theoretical, one. Repeated samples are
chosen and the variability among the sample
results is observed and a measure of sampling error
is derived. The sampler, in effect, generates a
distribution of sample results by the repeated
application of a sampling and estimating pro-
cedure and computes its variance. It is not even
necessary that the sampling be done by probabil-
ity methods as long as all the samples are selected
by. the same general procedure so that they can
realistically be regarded as ‘“replicates.”

A limitation of the replication approach for such
a complicated operation as the CPI is that the
maximum number of replications which is prac-
tical is two (that is, two item samples, two outlet
samples, and two city samples). A greater
number would, of course, give better estimates of
sampling error. However, methods of cumulating
data across geographic strata and across com-
modity groups to achieve more stable variance
estimates for theall items CPI are described below.

In order that any replicated sample approach
may reflect the error contribution from different
sources, the variation due to these sources must be
built into the model; that is, they must be repli-
cated. The CPI model includes the replication of
cities, of item samples, and outlet samples.
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Efforts might have been made to include the
effects of other sampling operations, for example,
selection of specifications and derivation of the
index weights from samples of consumers. Repli-
cation of index weights did not appear practical;
in any event, it is felt that the effect of different
index weights is minor compared to the variation
introduced by other factors.

Although replication of specifications was not
carried systematically throughout the design, a
certain amount is included. Where different items
appear in sample ““1”’ and sample “2,”” any com-
parison of price trends between the two samples
necessarily includes both the effect of sampling of
items and of specifications. For those items
which appear in both samples, a planned system
of replicated specifications was used in only a few
selected items.’® In most cases the same specifi-
cation is priced for both item samples. However,
there are many alternate specifications, city
deviations, outlet deviation, ete., so that it is by no
means true that the identical specification is priced
in all cities for all items.

As pointed out earlier, the city sample design
did not explicitly include any provision for repli-
cated city samples. An ex post facto pairing of
CPI sample cities is used to simulate the selection
of two cities from each stratum. (This is some-
what analogous to the practice of ‘“collapsing”
strata for the purpose of computing variances.)

The pairings were made by associating cities
which most logically could be considered to be in
adjoining “strata.” There is no logical pairing
for two areas, Green Bay and Bakersfield, so these
are paired with Cedar Rapids and Austin for
purposes of variance computation. Following are
the pairing of cities for replication computations:

Stratum Paired SM SA’s or cities
' (1) 2)
“B"” Hartford, Conn. (Buffalo, N.Y.] !
*Dayton, Ohio *Buffalo, N.Y.

[Dayton, Ohio] !
*Atlanta, Ga.
[Atlanta, Ga.] !
*Denver, Colo.

Indianapolis, Ind.
*Dallas, Tex.
Nashville, Tenn.
*Wichita, Kans.
[*Denver, Colo.} *Seattle, Wash.
Lancaster, Pa. Portland, Maine
*Champaign-Urbana, Ill. *Cedar Rapids, Iowa
Green Bay, Wis. [Cedar Rapids, Iowa] 1

“C"

*Durham, N.C *Qrlando, Fla.
Austin, Tex. Baton Rouge, La.
[Austin, Tex.] Bakersfield, Calif.

8 Examples of items for which different specifications are priced in the
two item samples are: steak, new automobiles, dentists’ fees, sports equip~
ment, and cigarettes.

Siratum

I‘D”

Paired SMSA’s or cilies
Southbridge, Mass. Kingston, N.Y.
Findlay, Ohio Millville, N.J.

Niles, Mich. Logansport, Ind.
Crookston, Minn. Devils Lake, N. Dak.
Union, S.C. Martinsville, Va.
Florence, Ala. Vicksburg, Miss.

Mangum, Okla. McAllen, Tex.
Klamath Falls, Oreg. Orem, Utah

*Cities having the extended replication program.

1 Half-sample only used for bracketed city (exeept for the “Food at
home” group in the “B’ size stratum), since paired city has minimum
replication only.

Each city in col. (1) paired with opposite city in col. (2). [ ] City in
brackets is used in special pairing 0 compute variance estimates for other
city in pair.

Minimum Replication Model
City

X Y

Item
Sample ¢ Rx

Ce RY

The two replicated item samples are desecribed
in chapter VII. In the minimum replication
program, one of these samples, ¢, is priced in one
city of a pair and the other sample, ¢,, is priced in
the second city. (See diagram.) Using these
different item samples (and, of course, outlet
samples), indexes are computed for some time
period, t, for the two cities: call these indexes
Rx® and Ry®. (For simplicity, the time nota-
tion will be omitted hereafter.) An estimate of
the within-stratum variance can be made by a
comparison of Rx and Ry, and this estimate will be
influenced by the sampling of items, and the
sampling of retail outlets within cities that is, the
effects of these sampling operations have been
built into the replication procedure. The stratum
variance for stratum i based on these observations
reduces to - '

P Rx—Ry)? @
gi 2

Although strata have been collapsed in order to
estimate between-city variances, it is assumed in
computing the United States sampling error that
one city has been drawn from each stratum and
the computed variance is used for both city X and
city Y. (Since a sample of one is used for each
stratum, the above estimate of the population
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between-city variance is the appropriate quan.

tity.)

The 12 largest SMSA’s, or “A” cities, selected
with certainty represent only themselves; hence
their contribution arises entirely from within-city
variation. In such “A” stratum city for the mini-
mum program, both item samples must be priced,
each in its own outlet sample.

As before, two indexes are computed, one for
each item sample. A variance computed from
these values will be an estimate of the variance
among indexes based on ‘half-samples.” How-
ever, the city index is based on an average of two
such half-samples, so its variance (in the i-th city)
is

Outlet sample
(4 7Y O
Item
Sample Ci R,
C2 R B
- (Ra—Rp)? 2)

o

(The standard deviation, ,, for the individual city
index becomes simply

_(Ra—~Rp) (3)
o= 2

Honolulu and Anchorage, the cities representing
Hawaii and Alaska respectively, are handled as
special cases. Both item samples are priced in
Honolulu and the within-city variance computed
-as in an “A” stratum city. Since the Honolulu
SMSA includes about 90 percent of Hawaii’s
urban population, the between-city variance is
ignored. No reasonable pairing is available for
Anchorage, and since the December 1963 relative
weight for Alaska in the CPI is less than 0.1
percent, Anchorage has been omitted from the
error computation.

If w; where J_w;=1 is the weight, or relative
importance, of each stratum represented by a
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CPI city, then the sampling variance of the U.8.
index can be written:

op?= D Wilas? @

where the stratum variances are computed as
outlined above. This formula will apply for the
all-items index or for indexes for major groups,
subgroups, or for any more detailed components.

The all-items index variance can be computed
also by regarding the major groups as strata and
appropriately combining the group variances.
This procedure is valid if the major group indexes
are independent estimates. Since there is little
overlap in the outlet samples between food, hous-
ing, apparel, etc., the assumption of independence
seems reasonable and this approach is used with
nine major groups. These are “Food at Home,”
“Food Away from Home,” “Housing,” “Apparel,”
“Transportation,” ‘“Medical Care,” ‘“‘Personal
Care,” “Reading and Recreation,” and “Other
Goods and Services.” (“Food Away from Home”
is handled separately from “Food at Home” be-
cause the replication patterns are different.)

The assumption of independence cannot be
carried indefinitely down to successively more
detailed subgroups, EC’s, etc. (the first 15 EC’s,
for example, are largely priced in the same stores),
but it may be possible to set up more strata as the
computation procedures are tested and refined.
For example, although home purchase and rents
are individual *“‘items,” their price measures are
derived from samples which are unique to these
items. Since they are quite important in them-
selves, it may be deemed desirable to comsider
them as separate strata.

Extended Replication

The above discussion outlines the minimum
replication program which produces estimates of
the combined error of the U.S. a]l-items or group
indexes. It does net provide estimates of the
components of this error, that is, the contribution
due to sampling of cities, of items, and outlets.
A somewhat more elaborate replication program,
which permits estimates of these components
through a simple analysis of variance, is used in a
portion of the CPI sample cities. The information
obtained from these selected cities may be suf-
ficient to allow a rough partitioning of the com-
bined sample variance of the U.S. index into its
component parts.
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The extended replication of the noncertainty
cities is shown in the following diagram:

City
X Y

Item
Sample ¢ Ria Ris

Ca RIA RSB

In this model, both item samples are priced in each
city and each item sample is priced in different
outlet samples. For each collapsed stratum, four
indexes are computed. From these four values,
estimates are computed of the variance due to
the sampling of cities (¢,2), that due to sampling
of commodities (¢.?), and a residual (o.?) which
is a combination of the variance due to sampling
of retail outlets and to random error. The variance
of the collapsed stratum index, R, can be expressed
in terms of these three components:

o ®)
4

However, since the previously outlined method of
combining across strata to the United States level
assumes that each city represents a stratum, the
variance above (appropriate to a sample of two
cities from a collapsed stratum) is only half as
large as that needed. The “single stratum”
variance can thus be computed by the formula:

o ®)
2

The extended replication is used in seven
stratum “B’’ cities for nonfood items and two
pairs of stratum “C’’ cities. No extended replica-
cation is done in the “D” stratum.

Choosing pairs of “B” cities for extended repli-
cation was complicated by the cycles on which
pricing is done. In all “B” cities, pricing is done
once each quarter (except for food and a few other
items which are priced monthly). The primary
criterion in assignment of cities to pricing cycles is
attainment of a well distributed sample in each
month. It happens that ne pair of “B” cities
chosen for replication fall into the same pricing
eycle.

For the computation of the overall error of the
CPI, this is not of major importance. However,

4 2
200y Os
oR 2+2+

o= ch+as2+

the primary purpose of the extended replication is
to obtain information on the components of
variance and it becomes more important in this
respect to avoid introducing the extraneous factor
of different pricing months. This is particularly
true in dealing with short-term price change.
Instead of arbitrarily switching cities to put paired
“B” cities on the same cycle, two auxiliary pairs of
“B” cities have been set up for extended replica-
tion: Buffalo-Dayton and Wichita-Denver. Al-
though both these pairs cross region lines, they are
otherwise quite reasonable pairings.

Furthermore, after this design was established,
plans were made for publication of individual city
indexes for all cities having a million or more popu-
lation in 1960. Adequate city indexes require
pricing of both item samples. Therefore, pricing
in all published “B”’ cities is at the extended repli-
cation level. In order to estimate variances for all
seven “B” areas with the more extensive replica-
tion, some cities are used in two different pairings;
once to estimate variances for themselves and
again to estimate for the “orphaned’’ member of
an original pair. For example, the special pairing
of Buffalo and Dayton, both having the extended
replication, is being used to estimate variances for
these two areas. In separate computations a
“half sample” (that is, a single item and outlet
sample) in Buffalo is used to compnte the variance
contribution for Hartford, and a half sample in
Dayton is used to estimate the variance contribu-
tion for Indianapolis.

For food items the extended replication is used
in all “B” cities. The reason for this exception is
as follows. For nonfood items, where the usual
outlet sample size is 4, the extended replication
almost requires doubling the amount of pricing
since it does not appear feasible to reduce the
basic sample size below four quotations. Since the
food store samples are larger, each replicated
outlet sample, in cities with the extended program,
need not be full size. Under the extended replica-
tion program, both food item samples would have
been priced in selected “B” cities, each in samples
of about 15 independent food stores, whereas in
the remaining “B” cities having the minimum pro-
gram a single sample of items would be priced,
but in a sample of 30 independent stores. Since
the total number of quotations would have been
about the same in both cases, the extended replica-
tion is used for food in all “B” cities, that is, both
item samples are priced but in different samples of
outlets,

al
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In the “C”’ stratum, the more elaborate replica-
tion program is applied only in two selected pairs
of cities for food as well as other items. In the
four selected “C” cities, the two samples of inde-
pendent food stores in each city have five outlets
each. In the six other “C” cities, the single
sample per city has 10 outlets

‘The extended rephcatlon in selected A (cer-
tainty) cities is outlined below. Both item
samples, ¢;, and ¢,, are priced across both outlets
samples, 0, and op.

Outlet Sample
Oa Op
Item _
.Sample Cy RIA RIB

e? " Ru | Ra

Analysis of variance can be made on the reéultlng

four indexes to produce estimates of variance due

to sampling of items (o.2), of outlets (o,?), and
“random error (o,?).

The formula for the error in the i-th city index
is analogous to (5) for the stratum index for
paired cities:

L2 (7
" Since even the minimum program requires two
outlet samples in each ‘“‘A” city, the extended
replication means that all items are priced in two
outlet samples (rather than just the certainty
items as in the minimum replication). The ex-
tended replication is set up in three ‘“A”” cities for
nonfood items, but in all “A” cities for food.
The reason for this design for food is similar to that
explained above for “B” cities.

The fact that food and nonfood items have dif-
ferent levels of replication in some cities means
that in these cities different computational
methods are required for the food and nonfood
categories. For example, in the nine “A” cities
with the minimum “A” replication there are four
sets of aggregates for food but only two for the
nonfood groups. Consequently, it is necessary to
compute a “food” variance by the extended analy-
sis of variance approach and a “nonfood” variance
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by the simpler comparison of two index values.
An all-items variance can be computed (for the
city) only by weighting together the variances for
two commodity groups (or more detailed groups).
A similar situation exists for pairs of “B” cities
which have the minimum replication. However,
since the all-items CPI error computation is done
through the use of at least nine groups, this offers
no particular problem.

Since each of the six additional large SMSA’s
will be self-representing when added to the CPI
sample, the replication diagram and computation
procedure will correspond to the minimum replica-

tion for ““A” cities (although these areas are

actually in the “B” stratum).

Since the revised index mechanism is used to
measure price change only after the link date,
December 1963, the replication design, likewise,
can only measure error in the CPI from that date
forward. Presentations of estimates made via the
replication procedure show index changes from

‘December 1963 (rather than the current index

itself) along with the error estimates which cor-
respond to these changes.

In addition to the long term error estimates, for
which the replication procedure was primarily
devised, error estimates for short term (for ex-
ample, quarterly) change in the CPI can be pro-
duced periodically. (This procedure is not strictly

- correct, since it ignores the fact that the effective

weights for price changes over periods not dating
back to the link date are themselves sample
variates. The replicated error mechanism treats
the overall index change as an arithmetic average
of change for different samples of cities, items, and
outlets with known weights. However, the
weights, or “relative importances,” used in averag-
ing eurrent price relatives, change very slowly over
time and the continuing estimates of short term
error should give satisfactory approximations.)

It should be recognized that estimates of error
computed by replicated sample methods include
more than pure sampling error. They are influ-
enced by interviewer, supervisory, editing, proc-
essing and similar errors to the extent that such
errors are random in nature. Of course, sampling
error computed by formula can also contain the
influence of such factors, but probably not to as
great an extent. The replication procedure can-
not, however, detect any persistent bias which
may be present,
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The inclusion of these other types of error is, in
many ways, desirable. If estimates are affected
by such errors, then it is appropriate that their
influence be included in the error measurement,
thereby giving a better approximation of the total
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error (sampling and nonsampling) to which the
estimates are subject. Any publication of error
estimates for the CPI will, however, make clear to

the user what the estimates cover.
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Chapter V. City Sample Selection, 1964 Index*

Selection of a new sample of cities for the re-
vised Consumer Price Index was considered
necessary because of shifts in the geographic
distribution of the population over the decade.
These shifts meant that the average pattern of
expenditures would be different from what it
had been in 1950, a factor that would directly
affect the index weights and indirectly, the
trend of prices.

A sample of 50 cities for the index was estab-
lished as the maximum number that could be
priced for the index since the resources for the
pricing program were planned to continue near
previous levels. The increase from 46 to 50 was
quite nominal in view of the additional coverage
of Alaska and Hawaii. Two alternate samples
were selected for possible future use in expand-
ing the pricing work if later circumstances per-
mitted.

After the revision program was well ad-
vanced and consumer expenditure surveys com-
pleted in the selected sample of cities, questions
were raised concerning the availability of indexes
for individual metropolitan areas. Since it was
not possible to satisfy demands for local in-
dexes, some general policy was needed to govern
the Bureau. It was agreed, in consultation with
the Office of Statistical Standards of the Bureau
of the Budget, that indexes should be provided
for the 22 Standard Metropolitan Statistical
Areas having a population of 1 million or more
in 1960, and for Honolulu, as well as four
Alaska cities published semiannually under pro-
visions of special legislation. Of the 22 largest
areas in the country, 6 had not been drawn in
the national sample of 50 selected for the index.
These six cities are San Diego, Houston, Cin-
cinnati, Kansas City, Minneapolis, and Mil-
waukee. Funds were provided for conducting
expenditure surveys and initiating pricing in
these six cities and initiating indexes in 1965,

* Most of the material included in this chapter was published in
“The Revised City Sample for the Consumer Price Index,” by Marvin

Wilkerson, in the Monthly Labor Review, October 1960, pp. 1078-
1083; available as Reprint No, 2852.

M

with addition to the national index in 1966.
(One of the cities, Cincinnati, the pilot city
already surveyed for 1959, was not resur-
veyed.)

Primary Sampling Unit

The primary sampling unit for the new sam-
ple is the Standard Metropolitan Statistical Area
(SMSA) in the metropolitan segment of the
United States and the individual urban place
(over 2,500 population) in nonmetropolitan
areas.’ The SMSA is usually slightly more ex-
tensive than the “urbanized area” unit used in
the 1952 revision, encompassing some small
noncontiguous urban places that were not in-
cluded in the urbanized area. Expenditure pat-
terns and price movements in these small places
can be expected to resemble those in the metro-
politan urban segment more than those in non-
metropolitan urban places.

In planning the design of the city sample,
estimates of total and urban population for all
counties in the United States as of January 1,
1959, were obtained from Sales Management,
the Magazine of Marketing, published by Bill
Brothers Publications, since data from the 1960
Census of Population were not then available.
These estimates are projections of 1950 Census
data adjusted to less detailed Bureau of the Cen-
sus estimates for 1959. Among individual non-
metropolitan urban places, Sales Management
estimates were available only for cities of about
10,000 or more. For smaller places, the BLS
made its own estimates for all places that were
urban in 1950 and for some 200 other places
that were estimated to have grown into urban
status by January 1, 1959.

Stratification

Tests of the effectiveness of some of the more
obvious modes of stratification, such as geo-
5 The Standard Consolidated Areas for New York and Chiecago

were used as single primary sampling units rather than being divided
into their constituent subareas.
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graphic region, size of city, and climate, indi-
cated that no elaborate stratification was justi-
fiable for a sample of only 50 areas. Analysis
of variance techniques were applied to price
movements for three different time periods for
25 items and groups of items; similar analyses
utilized expenditure data from the 1950 Con-
sumer Expenditure Survey. These results were
of limited usefulness because of the small num-
ber of cities, time periods, and items for which
data were tested. The significance of the dif-
ferent classification modes varied from item to
item, but in general, classification by region and
by size of city seemed to be most effective. Since
these are the two most useful modes of strati-
fication from almost any point of view, it was
decided to use them. The four Census regions—
Northeast, North Central, South, and West—
were used as the geographic areas. The size
stratification was of particular importance be-
cause of differential cost factors. Four popula-
tion size strata, the same number used in the
previous revision, seemed to be about the maxi-
mum which the sample size would justify: Less
than four would mean excessively wide stratum
limits; even with four, the limits are far apart.

A number of possible size groupings were
considered. It was decided to retain the 12 larg-
est areas previously included in the CPI sam-
ple as certainty selections in the new sample.
These 12 areas comprise the A stratum. The
other three population strata were set up as
nearly as possible in terms of commonly used
size groups, in order to facilitate comparison
with other economic data. Accordingly, the four
strata are defined as follows:

Stratum A—Twelve largest SMSA’s.

Stratum B—Other SMSA’s with urban population of
over 250,000.

Stratum C-—-SMSA’s with urban population of 50,000 to
250,000.

Stratum D—Nonmetropolitan urban places of 2,500 to
50,000 population.

One merit of this classification is that the
first three strata correspond closely to the metro-
politan segment, and the last to the nonmetro-
politan segment of the urban population. In
addition to the SMSA’s which had already been
defined for the 1960 Census, other cities which
were estimated to have passed the 50,000 popu-
lation mark and which were designated as “po-
tential” SMSA’s, were classified in the C
stratum. Since the few additional SMSA’s that

might be established in the 1960 Census count
could not have been identified in advance, they
were classified in the D stratum.

Alaska and Hawaii posed special problems.
Although their urban population did not justify
the allocation of a sample city to each, they are
so different from the continental (48) States,
and from each other, that there appeared to be
no alternative to making each a separate stra-
tum with a sample place for each. The urban
population of Alaska is concentrated in the areas
of Anchorage, Fairbanks, Juneau, and Ketchi-
kan. Anchorage was randomly selected to rep-
resent Alaska in the CPI. Since over 86 percent
of Hawaii’s urban population is concentrated in
the Honolulu SMSA, Honolulu was designated
as the sample city to represent the total
Hawaiian urban population.

Developing the CPI Sample

The certainty selection of the 12 largest cities
and the allocation of one sample place each to
Alaska and Hawalii left 36 cities to represent
the B, C, and D strata urban places in the other
48 States. These 36 were divided among strata
on the basis of the relative importance of their
urban population and the estimated annual costs
of operating a pricing program in cities of dif-
ferent size. The resulting optimum allocation is
shown in the following tabulation:

Al Stratum

three
sirata B c D
Total, 48 Btates. .. ... 36 10 10 16
Northeast. « oo aaa e 7 2 2 3
North Central oo anicccannn 11 3 3 5
Bouth . e e 13 3 4 6
WeRt oo et e 5 2 1 2

An important objective in selecting the spe-
cific cities was to achieve a good geographic dis-
persion. Thus, minimizing the possibility of an
undue concentration of the sample in any State
was particularly important because, for many
items, price factors are closely related to local
conditions. After considerable consultation and
experimentation, the BLS decided to utilize the
procedure usually referred to as *controlled
selection.” %5 A significant advantage of this

% An independent probability selection for each size group was
considered and discarded because it was impossible to prevent the
selection of sample cities from the several strata in the same State
where the size of the State did not warrant such extensive represen-
tation. Another method considered was a procedure whereby the
sample for all size strata could be selected by one systematic opera-
tion from an array of all primary sampling units, This method wes
discarded because of the distortion of the criginal probabilities of
selection associated with individual cities.
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method for the type of sample being selected is
the provision for rigorous geographic controls.
Other advantages are that it is a probability
method in which the assigned probabilities of
selection for individual cities are demonstrably
maintained, that it is a tested and reputable
system which has been in use for a number of
years by other organizations, and that it is de-
scribed in the published literature.58

The controlled selection procedure involves
the probability selection of a sample “pattern”
from a set of patterns which have been pur-
posively established so that, taken as a group,
they give to each primary sampling unit its
proper chance of appearing in the final sample.
Each pattern is set up in accordance with con-
trols, which may be as rigid as desired, to insure
that it satisfies selected criteria of proper distri-
bution. In selecting the CPI sample, controls
were used only on size of city and geographic
location, with the latter control carried to the
State (or group of small States) level.

In order to expedite the work, patterns were
established for each of the four broad regions
of the country separately. (See, for example,
table 1.) Time did not permit the more elaborate
control that could have been maintained by se-
lecting national patterns.

The first step was to determine the proba-
bilities of selecting a given size city from each
stratum within each State or group of States.®
These probabilities are based on estimated
urban population figures previously described.
The sum of the probabilities over all States in
the region for any size group is equal to the
number of sample places allocated to that stra-
tum. The set of patterns which are derived must
exhaust all these selection probabilities exactly.
The probabilities also set limits as to the pat-
terns which may be chosen. For example, the
following illustrative tabulation for the North-
east shows that no pattern can contain more
than one sample place each in five of the States
in the region, but the other two (New York and
Pennsylvania) can have either one or two selec-
tions each.

% The method chosen is deserfbed by Roe Goodman and Leslie Kish
in “Controlled Selection—A Technique of Probability Sempling,”
Journal of the American Statistical Association, September 1950, pp.
850-872.

57In 6 instances, 2 or more of the less populous States were
grouped together and treated as a single State: Maine, New Hamp-
shire, and Vermont; Nebraska, North Dakota, and South Dakota;
Colorado and New Mexico; Arizona, Nevada, and Utah; and Idaho,
Montana, and Wyoming.
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Probability of selection of cities in—

B C D B, C,and
stratum  stratum  siralum D sirata
Maine—New Hampshire—

Vermonte aeecccomoccmcacccs  acaas 0.153 0.544 0.607
Massachusetts_ - oo oomene 0.247 .421 .812 .980
Rhode Island. .. oo coooomoaono 2586 ... .049 .805
Connecticut oo conoooccccaan .364 .285 .203 942

New England. .. __.._._. .867 .859 1,198 2.924
New York. .o oo maen . .225 57 1.870
Pennsylvania .728 .761 1.784
New Jersey---ocecooan .188 284 472
Middle Atlantio...__.. 1.133 1.141 1,802 4.076

2.000 8.000 7.000

In addition, a further control was used to in-
sure representation of the New England States
as a group and of the Middle Atlantic States as
a group. In most cases, the patterns must con-
tain three selections from New England and
four from the Middle Atlantic region, although,
at least one pattern must contain two and five,
respectively, in order to exhaust the 0.076 proba-
bility of having only two selections in New Eng-
land.

The patterns were set up by State-size groups
rather than individual places because the addi-
tional work was not feasible. Instead, a second
stage of controlled selection was used in States
where more than one sample selection fell.

Table 1 presents a simplified diagram of the
patterns set up for the Northeast. Many other
possible sets would satisfy all the conditions
imposed. The probability assigned to each pat-
tern is usually the smallest remaining proba-
bility of any category affected by that pattern.
Thus, pattern 1 was given the probability of
0.076 to dispose of the previously mentioned
probability of having two selections in New
England. Together, these patterns do, in fact,
exhaust the original probabilities. For example,
a B stratum city in Connecticut appears in pat-
terns 2, 5, 7, 9, 11, and 12. The probabilities
associated with these patferns add to .364, the
selection probability for that category.

Sets of patterns for the North Central region,
the South, and the West were established in the
same manner. An attempt was made to secure
additional geographic dispersion by combining
patterns for adjacent regions in such a manner
as to prevent an undesirable national pattern.
For example, patterns for the North Central
region and the West were associated so that
there was no chance of a national pattern with
no selection in Montana-Idaho-Wyoming which
also omitted a selection for North Dakota—-South



Dakota~Nebraska. After patterns were estab-
lished, the four regional patterns were chosen
in a single operation by a random process. Pat-
terns were similarly selected for the two alter-
nate samples.

At this stage, specific cities were determined
only where there was a single city in the se-
lected State-size group (e.g., Denver, the only
B city in Colorado—New Mexico). In other cases
where only one selection from a State was in-
volved, the sample places were randomly selected
from arrays of all primary sampling units in
the State-size groups indicated in the selected
pattern. In New York, Ohio, and Texas, where
there were two or more sample selections and
more than one city in each selected group, a
second-stage combination was randomly se-
lected which determined the B and/or C
stratum selections, and the D places were ran-
domly selected from arrays for the designated
zone of the State.

Two alternate samples were selected in a
similar fashion and are shown with the basic
sample in table 2. Within each stratum, the
cities are arranged by geographic region, and
the year shown is that in which the Consumer
Expenditure Survey in the city was conducted,
as indicated later. Two cities, Denver and
Seattle, are duplicated in the basic and second
alternate samples. Since it was intended that
all three samples be equally representative,
some such duplication was almost unavoidable.

Consumer Expenditure Survey Sample

Analyses of consumer expenditure data from
previous surveys indicated a much higher vari-
ability in expenditure patterns among small
places than among large cities. Consequently,
the resources available to supplement the 50
city CPI sample were allocated to the D
stratum, permitting the sample size in this
stratum to be doubled (to 32 cities for the ex-
penditure surveys). The 16 additional places
were obtained by taking the D cities in the first
alternate sample.

Since the Consumer Expenditure Surveys
were to be conducted in two “waves” (in 1961,
covering 1960 expenditures; in 1962, covering
1961 data), it was necessary to divide the sam-
ple into two balanced subsamples, each repre-
sentative of the U.S. urban population. In the

12 large A cities, surveys were conducted in
both years. The B, C, and D places were alter-
nately assigned to the two subsamples, with a
random assignment of the first city in each size
group, with the places arrayed in their order
of selection (as in table 2). The 16 D cities from
the first alternate sample were similarly divided,
but with the starting assignment reversed from
that used in the D cities of the basic sample,
in order to balance each region. Because of the
special price program in Alaska, the expendi-
ture survey in Anchorage was conducted in May
and June 1960 and, with some adjustment,
served as the basis for the CPI weights. The
Honolulu survey was made in 1962. Thus, it was
not possible to have balanced representation of
Alaska and Hawaii in the 2 years of the survey
period as was the case for the rest of the United
States.

Tests of the CPI Sample

In order to test the effectiveness of the new
CPI city sample, data for sample places were
used to make estimates of several characteristics
for which data were available for the fotal U.S.
urban population. Among these were: 1950
urban population, 1950~58 population change,
1958 retail sales, and total 1958 population (in-
cluding farm) for the A, B, and C strata. The
differences between the actual and estimated
data are summarized in table 8. The U.S. esti-
mates are quite accurate, although some re-
gional and city-size subtotals vary fairly widely
from actual figures.

The city “weights” used in the above tests
were derived so as to provide unbiased esti-
mates. This required that the weight for each
sample city be the reciprocal of that city’s orig-
inal probability of selection. These weights (and
an analogous set for the enlarged expenditure
survey sample) were incorporated into the
weighting structure for the revised CPI com-
putation procedures and for various estimates
of consumer expenditures made from the sur-
veys.

It is not possible to compute an exact sam-
pling error for the design described above. How-
ever, approximate methods can be used. For ex-
ample, it is considered that the controlled selec-
tion procedure as used in making the 36
probability selections is roughly equivalent to
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establishing 36 strata and selecting one city  facto pairing of probability cities, which is
from each. The replication feature built into the  equivalent to the common practice of “collaps-
revised index procedures includes an ex post ing” strata in order to compute variances.

TasLe . ILLUSTRATIVE SET OF PATTERNS FOR THE NORTHBAST

Pattern number and associated probability
Size Basio
State group stratum | proba-~
bility 1 2 3 4 5 3] 7 8 9 10 | 11 {121 13 | 141 151 18
.076{ .020] .029{ .029| .054| .072] .061{ .145! .006] .082| .140} .083 | .030| .027| .034 .112
Maine-New Hampshire—
Vermont_ . . ..owno . .. C .153 X p.¢ X
D 544 X X X X X X p. < X | X X
Massachusetts_ .. _ ... ... .. B .247 X X X | X
(] 421 | X X
D .312 X X X X X X
Rhode Island. .. ._..__........ B .256 X X X
D .049 X X
Conneecticut. ... ..._._._..... B .364 X p.¢ X X X X
[} .285 X X X X X
D 293 | X X X
New York . ... coeoioiinnnn B 888 | X p. 4 X X X X X X X X X X X X X
C .225 X X X
D 757 1 X X X X X X X X p. < X X
Penneylvania . ..........c.ooo B 2451 X X X X
[¢] .728 X X X X X X X X X X X X
D Bl X [ X X X X | X X |X{x{x X |x
New Jersey..cceceucucccnncnas C .188 1 X X X X
D .284 X X X X

TasLE 2. Basic aNDp Two ALTERNATE Crry SampLEs FOR THE CoNsUMER Price INDEX AND CoNSUMER EXPENDITURE

SourveYs
{Years shown for certain cities are those in which expenditure surveys will be conducted there]
Basic sample Alternate 1 Alternate 2
Stratum A-~Twelve largest SM8A's
Boston, Mass.. 1961, 1962 | No alternates; the 12 cities in the basic sample are the only ones of this size.
New York N, 961, 1962
Phlladelphla. Pa.
Pittsburgh, Pa_..
Cleveland, Ohio_ . __
Detroit, Mich.._..__
Chicago, I__...__.._
8t. Louis, Mo........ 1961, 1962
Baltimore, Md._... .-1961, 1962
Washington, D.C.. ool 1961, 1962
San Fr y, Calif .. 1961, 1962
Los Angeles, Cahf .................. 1961, 1962
Stratum B-—Other SM8A’s with urban population of over 250,000
Hartford, Conn_ _ s 1962 | New Haven, Conn. Providence, R.I.
Buffalo, N.Y oo eeamee 1961 | Syracuse, N Albany-Schenectady-Troy, N.Y.
Dayton, Ohio_ e cicecaan 1962 | Toledo, Ohlo Cincinnati, Ohio.
In mnapohs, Indo e 1961 Mxlwaukee, Wis. Grand Rsﬁsds, Mxeh
Wichita, Kans_ . oo 1962 | Kansas City, Mo. Minn
Atlanta, Ga_ oo 1961 | Norfolk-Portsmoutl:, Va. Miami, Fla.
Nashville, Tenn. - oouaoeeiiaaaancaon 1962 | Louisville, Ky. New Orleans, La.
Dallas, Tex_ oo e mmcmmcccccaaare ceee 1961 | Houston, Tex. El Paso, Tex.
Denver, Colo__. ... 1962 | Phoenix, Ariz. Denver, Colo.
Seattle, Wash. ... .. 1961 | San Diego, Calif. Seattle, Wash.
Honolulu, Hawaii...o o oooeeooo . 1962
Stratum C—S8MSA’s with urban population of §0,000 to 25,0000

Portland, Me._orccoa e ciceciciceaas Utica~Rome, N.Y. Lawrence, Mass.
Tancaster, Pa. - .._.__ Altoons, Pa. Soranton, Pa.
Champaign-Urbana, Ii__ .. Fort Wayne. Ind. Evansvillo. Indl.
Green Bay, Wis_ . ___._.._. Muskegon, Mich. Madison, W
Cedar Rapids, Iows..._.._... Sioux Falls, 8.D. Davenport, Iowa-RocL Island-Moline, Ill.
Durham, N.Coo__coae. .. I{unt.mgton. W. Va. Charleston, W. Va
Orlando, Fla. . o.o____.. Charlotte, N.C. Winston-8alem, N.C.
Baton Rouge, La.______._. Montgomery, Als. Mobile, Ala,
Austin, TeX. . eeweeccononn Waco, Tex Corpus Christi, Tex.
Bakersfield, Calif . ..o Spokane, Wash. Fresno, Calif.
D)
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Taste 2. Basic axp Two AurerNare City SampLes For THE CoNsuMeR Paice INDEX axp ConsUMER HEXPENDITURE

SurvEys—Continued

Stratum D—Cities of 2,500 to 50,000 t

th Falls, Ore.....
Anchorage, Alaska ?

Burlington, Vb oo oo 1961
Athol, Mass_ . s 1962
Lewistown, Pa. v aeieneen 1961
Cambridge, Ohio. c oo aeeacs 1962
LaSalle, Il oue oo eeeee 1961
Menasha, Wis. oo e ecean 1962
Owatonna, Minn_ ... ... oo . 1961

Danbury, Conn.
Horseheads, N.Y
Bridgeton, N.J,
Crestline, Ohio
LaPorte, Ind.
Carbondale, T,
Maryville, Mo.
Larned, Kans.
Sanford, N.C,
‘Whitmire, 8.C.
Albany, Ga.
Dyersburg, Tenn.
Russellville, Ark.
Paris, Tex.
Laramie, Wyo.
Modestn, Calif.

1 Consumer expenditure surveys in the first alternate sample of stratum
CPI weights for smaller cities. However, no
pricing is done in thiese supplemental cities.

D cities were used in deri
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? Anchorage represents Alaska in the Revised CPI,
expenditure survey was conducted there in May and June 1960 as part of a
special Alaskan price program. These surveys were used to derive the

index weights for the city.

TaBLE 3. PERCENT BY WaicH EstiMaTEs oF U.S.! PopuLa-

TION AND Rerait S8ares Mapr From e NEw CPI Crry

SamprLE D1FrER FROM AcCTUAL FioUREs

! 48 Btates only.
7 No difference since all SMBSAs in this size group are included ir the

sample,
3 Eess than 0.056 percent.

1950-58 Total 1958
Region and city- 1850 urbanjpopulation] Retail |population
fize yroup population] change |sules, 1958 &-B-G’
cities)
Region
—0.9 +8.9 +2.0 +2.8
—-2.4 +14.2 +2.4 +2.0
+1.8 —6.2 -1.1 +7.3
+6.8 —~9.5 —-5.7 +0.5
3 ) ()
+0.4 ~1.3 4+6.3
-3.2 +12.8 +11.1
+3.6 -21.2 -13.7
+0.4 —-1.9 ®

The consumer
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Chapter VI. Housing and Expenditure Surveys

Surveys of Consumer Expenditures, Income,
and Savings (CES) were conducted in 66
cities % for the years 1960-~61. The results of the
surveys determined the content of the market
basket and the quantity weights of the revised
index. The CES samples of consumer units were
chosen in most cities as subsamples of addresses
listed in housing surveys.s®

Comprehensive Housing Unit Surveys

Comprehensive Housing TUnit Surveys
(CHUS) preceded the expenditure survey in
each of 84 A, B, and C strata areas listed in
appendix table IV, and eight of the D cities
included in the index and were conducted sub-
sequently in the remaining eight D cities in
the CP1. The surveys in these areas were con-
ducted by personal visit to a selected sample
of housing units in the year preceding the
actual field survey work for the CES. Hous-
ing survey objectives included obtaining a
sample listing of all living quarters in sam-
ple blocks, complete descriptions, income, and
race for a sample of housing units within the
sample blocks, rental data for tenant-occu-
pied units, and market value and purchase price
for owner-occupied units. These surveys pro-
vided rental and CES samples and a sample of
owner-occupied units for the measurement of
property taxes. Information obtained was also
used in deriving weights for home purchase.

The CHUS covered the entire urban portion
of sample SMSA’s including the central city or
cities, the urbanized areas surrounding the cen-
tral cities, and noncontiguous urban places
within the SMSA. For non-SMSA’s, the survey
area was the city proper. The CHUS was de-

5 One of the 66 cities, Anchorage, had been surveyed for 19569 in
connection with a special program in Alaskan cities. Six additional
large cities which did not fall in the national sample were added to
the national index in January 1966, One of these, Cincinnatl, was
the pilot city for the revision program, surveyed for 1959. The re-
maining 5—Houston, Kansas City, Milwaukee, Minneapolis-St. Paul,
and San Diego were surveyed in 1963.

® Housing surveys were not conducted in 18 non-CPI cities; pro-
cedures for selecting CES samples in these cities are deseribed on
p. 48.
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signed to cover all noninstitutional living quar-
ters, including nontransient accommodations in
hotels and rooming houses.

The final boundaries of the areas had not been
established in all cases in time for planning the
surveys to be conducted in the latter part of
1960, but maps were obtained from the Bureau
of the Census on which preliminary boundaries
were indicated. Some changes, usually minor,
were made later but the diserepancies between
the sampling frame established for the CHUS
and final Census urban boundaries were rela-
tively minor. For the CHUS conducted late in
1961, more nearly final Census maps were used.

The size of the CHUS sample was determined
primarily by the size of the rental sample de-
sired and the proportion of renters in a given
area, as estimated from Census data. The num-
ber of addresses enumerated in the CHUS was
usually many times larger than the CES sam-
ple.® The overall CHUS city sampling ratio was
determined by dividing the estimated number of
rental units in the city by the size of the rental
sample desired. This sampling ratio was applied
both to tenant and owmer-occupied dwelling
units, thus maintaining tenants and homeown-
ers in the proper relationship.

Appendix table IV shows for each city the
number of units listed in the CHUS, the tfotal
number of units in the CES, the number of
usable CES schedules, and the number of wage-
earner and clerical-worker consumer unit
schedules which were employed in deriving
weights for the index.

Slightly different procedures were used to
sample (a) the central city or cities of SMSA'’s,
(b) the urban fringe, and (c) outlying urban
places within the SMSA but outside the Census
“urbanized area.” For each of the various
sampling areas, the product of all sampling

6 In all, about 130,000 dwellings were enumerated in the CHUS
compared with slightly over 10,600 CES assignments (addresses) and
an equal number of alternate assignments. (Excluded from both
counts are 24 small urban piaces where the CES samples were selected
from Census records.)
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ratios used (block and in-block) equaled the
overall city sampling ratio.

A two-stage design was used in the central
cities; a sample of blocks was chosen and a sub-
sample of addresses selected within blocks. A
classification of blocks by size was incorporated
in the design with variable block (and in-block)
sampling fractions for large and small blocks
(based on number of housing units) and for
apartment and nonapartment blocks. For all
SMSA’s surveyed in 1960, except Champaign-
Urbana, which was not a Standard Metropoli-
tan Area in 1950, 1950 Census Block Statistics
Books provided the basis for selecting a proba-
bility sample of blocks within the central cities.
For SMSA’s surveyed in 1961, preliminary
copies of the 1960 Census Block Statistics Books
were used.

In all D size cities surveyed in 1961, as well
as in Champaign-Urbana, a complete BLS field
survey was made first for identification and
classification of all blocks within the survey
area, using central sources or personal observa-
tion of assigned areas, after which a selection
of blocks was made. '

In the urban fringe, a first-stage selection of
Census enumeration districts (ED’s) was made
with subsequent sampling of blocks (or seg-
ments) and of addresses within blocks using
the BLS field survey procedure for non-SMSA
cities. An apartment block nonapartment block
clagsification was also used here.

QOutside the Census urbanized area, a first-
stage sample of urban places, with subsequent
sampling of blocks and of addresses within
blocks, was made according to the following
scheme: 6

1. All places of 10,000 or more selected with certainty.
2. All places less than 10,000, sample selected as follows:
a. 1-6 places, 1:1 ratio.
b. 7-14 places, 1:2 ratio,
¢. 15-29 places, 1:8 ratio.
d. 30 or more places, 1:4 ratio.

& For example, there were 20 urban places in the St. Louis SMSA
which were outside the St. Louis urbanized areas as defined for the
CHUS. Five were over 10,000 population and were selected with cer-
tainty to represent themselves: St. Charles, Mo., and Alton, Collins-
ville, Edwardsville, and Wood River, . A sampling ratio of 1:3
was applied to the 15 places under 10,000 and the following places
selected: Ellisville and DeSoto, Mo., Cottage Hills, East Alton, and
Mascoutah, Ill. Two additional stages of sampling were then used
in these 10 sample places. (The final Census urbanized area for St.
Louis included Collinsville, IIl, Had thig definition been used in the
CHUS, Collinsville would have been sampled as part of the urban
fringe, rather than as an outlying urban place. No change in the
total coverage was involved.)

However, in three SMSA’s, surveyed in 1961,
which had 7 to 14 urban places below 10,000
outside the urbanized area, all urban places
were selected, as a matter of convenience,

For the entire survey area, sample enumera-
tion districts and blocks were numbered and
indicated on the Census maps either in the
Washington office or in the field survey. Block
boundaries were carefully described on a control
form for each block in the sample, together with
sampling instructions.

All separate living quarters in sample blocks
including private homes, apartment houses, and
hotels and rooming houses except low-income
public housing, were listed merely by street
name and address by observation, for purposes
of the CES sample. Hotels and rooming houses
were classified as transient or nontransient de-
pending upon whether or not more than half
the rooms were rented to transients. Lists of
low-income public housing were obtained from
central sources.

To the list of addresses excluding transient
structures, the appropriate in-block sampling
ratio was applied and detailed information ob-
tained for units falling in the sample, by per-
sonal interviews with occupants. If a transient
unit within a nontransient structure fell on
ratio, the next unit was selected. Housing units
that fell on ratio were classified by type of hous-
ing unit:

Type Definition
1 With separate entrance and kitchen facilities
installed.
2  With separate entrance and kitchen facilities not
installed.

8 With separate entrance and no kitchen facilities.

4 Without separate entrance and with kitchen

facilities.

A housing unit is defined as a room or rooms
occupied or intended for occupancy as separate
living quarters by a family or other group of
persons living together or by a person living
alone, having a separate entrance and/or sepa-
rate kitchen (exclusive use by occupant) facili-
ties. Detailed information was obtained on the
schedule (BLS 2549 appended as exhibit A)
for Type 1 and 2 housing units. A Type 1 hous-
ing unit is defined as a room or rooms occupied
or intended for occupancy as separate living
quarters by a family or other group of persons
living together or by a person living alone, hav-
ing a separate entrance and separate installed
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(or provision for) kitchen facilities for the ex-
clusive use of the occupants. The separate en-
trance need not be directly from the street but
may be from a common hall, as in apartments,
or even in private homes provided access is not
through a room or any other separate living
quarters. A Type 2 is the same but without in-
stalled kitchen facilities.

Information obtained in the survey included
address, type of living quarters, description of
structure including type, number of units, year
built, condition of the unit and neighborhood
characteristics as judged by the BLS agent,
occupancy status, tenure, race of occupants,
number of persons in housing units, a rough
estimate of family income, and detailed descrip-
tions of the facilities in the unit; also for rental
units, rent paid as of the date of the survey and
information as to the facilities and services in-
cluded in the rent; and for owner-occupied
units, date of purchase, purchase price, and
estimated current market value. Only limited
information was collected for Type 2 housing
units—type of structure, number of units, date
structure built, condition of unit, occupancy
status, tenure, race, number of persons in the
unit and family income class. No information
other than address and family income class was
obtained for Types 8 and 4.

Field collection was made by a group of
agents hired, trained locally, and supervised
by a supervisor who had been trained in Wash-
ington. Quality control checks were made of
each agent’s work during the course of the sur-
vey and completed collection forms were re-
viewed in the field for consistency and complete-
ness before transmission to Washington.

Consumer Expenditure Surveys (CES)

The expenditure surveys were generally com-
parable in scope and in survey methodology to
the 1950 expenditure survey.s2 Although pri-
mary emphasis was on collecting data relating
to family expenditures for goods and services
used in day-to-day living, information was also
obtained on family income, change in savings
and debts, and on major demographic and eco-

@ For a description, see account by Helen Humes Lamale, Study
of Consumer Expenditures, Income and Savings—Methodology of the
Survey of Consumer Expenditures in 1950, (Philadelphia, Pa., Uni-
varsity of Pennaylvania, 1969, pp. 41-81). A brief description of the
1960-61 survey is included in each report in the BLS Report 287
series,
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nomic characteristics of the consumer units.
The collection schedule used in the 1960-61 sur-
veys was adapted from the 1950 form and was
tested in a pilot survey conducted in Cincinnati
as well as in two Alaskan cities in the spring of
1960. Only minor changes were made subse-
quently.

The Consumer Expenditure Surveys covered
2 years, 1960 and 1961. About half the sample
was surveyed early in 1961, covering expendi-
tures during 1960. The remaining sample was
surveyed early in 1962, covering expenditures
during 1961. Spreading the survey over 2 years
provided a hedge against the possible abnor-
mality of spending patterns for a single year.
Operationally, the 2-year program had several
major advantages in terms of efficiency and
economy, since it was possible to reduce the size
of the staff to be recruited and trained and to
use them over a longer period.

In the 12 largest SMSA’s (including the New
York and Chicago Standard Consolidated
Areas) half of the sample was covered in each
of the 2 years. In the other size strata, half of
the cities were covered in 1 year and half in
the other. Since Anchorage (surveyed for 1959
in connection with the special program for
Alaska)® was the city selected to represent
Alaska, results from the 1959 survey were uti-
lized for the CPI weights. Honolulu was sur-
veyed for 1961.

No attempt was made to make the CES sam-
ples self-weighting, except within each SMSA
or urban place. The total urban sample included
about 12,000 assignments. Because of the indi-
vidual city indexes published for the 12 “A”
cities and for many of the “B” cities, a mini-
mum sample size in each city (area) was re-
garded as desirable. The sample in the *“A”
cities ranged from 3875 to 625, the sample in all
“B” cities was 250 assignments, “C” city sam-
ples 160, and “D” cities 65.

In order to select the CES sample from the
larger CHUS sample, the CHUS units were ar-
rayed by type of housing unit and location (cen-
tral city vs. suburb). Types 1 and 2 housing
units were then arrayed by race, income, and
gize of family—variables known to be important

9 Funds were provided BLS under special legislation to compute
time-to-time indexes semiannually in four Alaskan cities—Anchorage,
Fairbanks, Juneau, and Ketchikan—and place-to-place comparisons
with Seattle, Wash. Family expenditure surveys were conducted for
1969 for Anchorage and Fairbanks and for 1960 for Jumeau and
Ketehikan,
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in their influence on consumption patterns.
From these arrays, a systematic selection was
made by choosing a random starting point and
selecting every n-th unit thereafter down the
array (n being selected to give the desired sam-
ple size). The CES units from the CHUS were
supplemented by a sample of units in low-
income public housing projects.

For each sample unit selected, a “matched
alternate” was also designated. The alternates
were as closely matched as possible with the
original selection, primarily in terms of size of
family and income level. This was done by
selecting the next address in the array. Because
of the original sequence, by location, in which
the enumerated units were numbered the alter-
nates also tend to be in the same part of the
area. These alternates were used only under
certain specified conditions: If the occupant of
the original unit could not be contacted after at
least two visits, if he refused to give even a
minimum amount of information required to
analyze nonresponses, or if the unit was vacant.

For the eight CPI and eight non-CPI “D”
cities surveyed for 1960, a somewhat different
procedure was used, primarily as an economy
measure. (See appendix table IV for list of
cities.) Samples of about 500 addresses per city
were selected from enumeration schedules used
in the 1960 Censuses.®* A double sampling pro-
cedure was used here also, to make use of Cen-
sus information on family characteristics, but
no information other than the addresses of the
selected units could be transcribed from Census
records for subsequent use by the BLS. The
same procedure was followed for the eight “D”
cities surveyed for 1961 which were not in the
CPI sample. In the remaining eight CPI “D”
places, housing surveys were conducted subse-
quent to the CES, since they would have soon
become necessary in connection with initiation
of rent pricing.

All data were collected through the voluntary
cooperation of families. Since the Bureau has
a strict policy regarding confidentiality of the
data, the cooperating family’s name never ap-
pears on any records.

All of the information for the survey was ob-
tained by personal interview by a BLS agent

&4 This was made possible by the ccoperation of the Bureau of the
Censug. Procedures were followed which avoided violation of Census
confidentiality restrictions.

hired and trained locally by a supervisor who
had had an intensive 6-week training course in
Washington. Total interview time with a single
family normally averaged 7 to 8 hours, spread
over several visits with one or more family
members, and arranged at the family’s conveni-
ence. Although all consumer units % were in-
terviewed for the CES, data for wage-carner
and clerical-worker units ¢ were tabulated sepa-
rately for purposes of index weights.

A complete account of receipts and disburse-
ments was collected for the preceding calendar
year. The estimated value of goods and services
received free (as gifts, public assistance, ete.),
the characteristics of housing occupied both
by homeowners and renters, and an inventory
of major items of housefurnishings owned was
requested also. ooy

The survey schedule is a T76-page question-
naire in three parts. The first part is a two-page
Household Record Sheet, which lists all family
members and their relationship to the head of
the household and provides the basis for deter-
mining the family’s eligibility for the survey.
It contained minimum data for analysis of non-
response. The second part of the schedule, con-
sisting of 59 pages, contains 28 major sections
and a complete annual record of income, expend-
itures, and changes in savings. The individual
sections are sequenced in a logical order de-
signed to establish and maintain rapport be-
tween the interviewer and the respondent. The
detailed checklists of items printed on the ached-
ule were arranged both to provide for clearly
recording the specific information needed and to
facilitate recall. All sections are rarely applic-
able to a single family. Families were encour-
aged to refer to records whenever possible and
were interviewed to clarify ambiguous entries,
when necessary. The third part of the schedule
(for families who prepared meals at home)
covers detailed expenditures, during the 7-day
period immediately preceding the date of the
interview, for food and beverages, household
supplies, and tobacco, which are frequently pur-
chased items. Similar weekly data were subse-

& The family, or consumer unit, refers (1) to a group of people
usually living together who pooled their income and drew from a
common fund for their major items of expense, or (2) to a person
living alone or in a househoid with others but who was finanelally
independent, i.e., his income and expenditures were not pooled.

6 The definition of wage earners and clerical workers is based on

the occupational classification used by the Bureau of the Census for
the 1960 Census of Population. It is described in chapter IIL
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quently obtained by mail questionnaire for addi-
tional periods during the year in order to obtain
an indication of seasonal variation in consump-
tion. These data are discussed in chapter VII.

Results of the survey were edited carefully
and processed by machine tabulation. They were
presented in a series of reports for each city
and region, showing dollar values (income, ex-
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penditures, and changes in savings) for each
city as averages per consumer unit and cross
classifications by various family characteristics.
Average annual expenditures for all wage-
earner clerical-worker consumer units % be-
came the basis for index weights, as described
in chapter VII.

o7 These data have not been published.
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Chapter VII. Weighting Structure of the CPI, 1964

The scope of the revised CPI with respect
to the definition of items represented and the
population and geographic coverage are dis-
cussed in chapter III, “Statistical and Concep-
tual Structure of the Revised Consumer Price
Index.” This chapter describes the selection of
the sample of items priced and the derivation of
weights used beginning January 1964.

The weighting structure is complex. It re-
flects varying expenditure patterns (item
weights) in each city, which are weighted aver-
ages of different patterns for families and for
single consumer units. In many cities, there are
separate weights for the two independent sub-
samples of outlets set up under the replication
design described earlier. Population weights are
used in each city for weighting expenditure pat-
terns for families of two persons or more and
single consumer units and for combining the
individual cities for the U.S. index. In some
cases specific internal weights are assigned to
different specifications of the same item. Be-
sides the item and population weights, there are
internal weights for combining individual quo-
tations for different areas of the city and indi-
vidual stores in the sample, as described in
chapter VIII. In some cases, instead of assign-
ing specific weights, the various samples are
made self-weighting, i.e., data were stratified
for sample selection, and random selections
made and given equal weights.

Down to the expenditure class (EC) level,
the basic item weighting structure of the new
index remains much the same as it was prior to
the recent revision. As a general rule, weights
for major groups, subgroups, and expenditure
classes are expenditures incurred by index con-
sumer units during 1960-61, as observed in the
CES, but adjusted for price change to Decem-
ber 1963, the link month for the revised index.
Consumer units having zero expenditures are
included in the average along with those incur-
ring expenditures. Weights were derived sepa-
rately for families and for single persons for

each of the 50 cities and combined with popula-
tion weights described later. In some cases,
because of the small size of CES samples result-
ing in a large sampling error for the individual
items, category totals were distributed to sub-
groups on the basis of an average of cities of
similar size within the same region.

Item Sampling Frame

The item coverage includes all goods and serv-
ices purchased for family living. For purposes
of the CPI, the thousands of goods and services
purchased by consumers are organized into a
logical system of groups and subgroups which
serve as the publication framework and the
sampling frame for selection of items and
derivation of weights.

The final item sampling frame (appended as
Exhibit B) developed from extensive discus-
sions beginning early in the revision program
and from experiments with preliminary listings
containing more items and more detailed ex-
penditure classes. The development of a classi-
fication system and of a listing of items making
up the sampling frame proceeded simultaneous-
ly and almost inseparably until the final stages.

Because so many items have multiple uses
and serve several end purposes, no single tech-
nical criterion, such as form or function, pro-
vides a satisfactory way of grouping. There-
fore a dual classification was used. The basic
classification system is governed by that of the
usual family budget. Superimposed upon the
primary use or consumption base is a subdivi-
sion into an economic classification of goods and
services, of durable and nondurable goods, ete.
The lowest grouping level in the classification
scheme is termed the “expenditure class (EC).”
This level defines the index market basket to be
held constant between major revisions, but
within which resampling and adjustment of
weights may take place between revisions.
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The statistical connotation of “item” in the
sampling frame is different from any definition
previously used by the Bureau. It was estab-
lished primarily as the level at which probabil-
ity sampling would be applied. Almost always it
is above that of the priced specification. Gen-
erally the term applies to a grouping of goods
(or of services) of similar physical character-
istics but of different qualities which serve the
same end purpose. However, the items are not
of equal homogeneity in the different classes.
Some of them are groupings of conglomerate
items, each member of which is too trivial to be
given a separate chance of selection for pricing.
Others are specified-in-detail items. In sampling
terms, the items as defined are not elementary
sampling units but clusters or first-stage sam-
pling units.

One of the earliest phases of research con-
cerned the most efficient methods of item strati-
fication into expenditure classes. For this analy-
sis, a large body of price data was utilized, in-
cluding not only price data collected for the CPI
but other data collected in an experimental pric-
ing program. The research included studies of
the variance in price movements, ranking price
changes for individual items for various periods
and combining these into a composite ranking,
and the computation of correlation matrices for
groups of items in order fo define strata com-
prising items which are highly correlated in
terms of similarity of price movements. Results
of this investigation indicated that the amount
of possible meaningful stratification beyond that
necessary for publication requirements, and be-
yond what could be effected through judgment
or common sense, was quite unimportant. Con-
sequently, the expenditure classes, which define
the sampling strata, were determined primarily
by grouping items which in a general way serve
similar human needs; for example, furniture,
fuels and utilities, men’s apparel, women’s ap-
parel, ete.

Within the EC framework, items were listed
in an order which provided some additional im-
plicit stratification by type of item. Ifems
grouped together were as homogeneous as pos-
sible with respect to physical characteristics,
although not necessarily with respect to price
movements. This was in contrast to the system
of weighting set up in the 1953 revision, be-
cause the attempt made at that time to group
items into “price families,” based on known or
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expected similarity of price movements, had
proved unsatisfactory.

There were about 1,800 line items in the CES
schedule. The first proposals for the classifica-
tion system included from 62 to 90 expenditure
classes and upward of 1,400 items. The items
mostly represented individual CES line entries
or combinations of two or more such entries,
although in a few cases, important line items
were broken down into two or more separate
items on the basis of secondary data.

Expenditure data from the 1959 pilot expend-
iture survey conducted in Cincinnati were used
in the experimental work on the item sample
design. This experience and analysis of the ex-
penditure data indicated that the first classifica-
tion systems proposed carried too much detail
in some categories. For example, in one system
of 756 expenditure classes, 25 had less than 0.5
percent of the total relative importance. Since
each EC would require allocation of at least one
sample item for pricing in each replicated sub-
sample,® retention of all 76 EC’s would have
resulted in an inefficient use of resources. Many
items also had negligible expenditures. Succes-
give consolidations of EC’s and items resulted
in the final sampling frame containing 52 EC’s
and 812 items shown in Exhibit B. The list of
EC’s and the number of items in each are sum-
marized in appendix table V.

Late in the revision program a change in the
method of pricing health insurance resulted in
the consolidation of two EC’s. The identities of
the 562 EC’s were retained in the CPI weighting
structure, however.

Selection of Items

As in past revisions of the CPI, the samples
were selected on a national basis. Selection of
independent samples, city-by-city, was not prac-
tical from a cost standpeint since it almost cer-
tainly would have resulted in a long list of
items, each of which would be priced in at least
one city, but by no means in all cities.

The samples of items were selected with
“probability proportional to size,” size being
defined as the relative importance of the ex-
penditures for the item to total expenditures for
all items within an expenditure class (EC).

8 See chapter IV, “Sampling Aspects of the 1964 Revision,” for
an explanation of the replication design.
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Initially, the size of the item sample could not
be exactly specified due to uncertainties of avail-
able resources, costs of price collection for new
items, and cost increases associated with the
replicated samples of items and, ultimately, of
outlets. Consequently, in the developmental
work, a series of “dry run” sample selections
were made, involving different sample sizes and
procedures of selection.

A roughly optimum allocation of the total
number of items to the respective EC’s was the
first step. Factors considered were: (a) the
relative importance of the EC’s, as determined
from the 1959 Cincinnati pilot survey, and (b)
a rough measure of variability of price move-
ment, determined on a judgment basis but uti-
lizing experimental price data previously re-
ferred to.

In the final sample, every item in the follow-
ing 11 EC’s were considered as certainty selec-
tions. Many of the items would, of course, have
been selected with certainty through the me-
chanics of the selection procedure. Others were
items for which price data are secured from
public records, publications, or manuals so that
collection costs are low.

Ezpenditure class Name
Food away from home.
Rent.
Home purchase and finance.
‘Taxes and insurance.
Fuels and utilities,
1 2 Auto purchase.
B e Gasoline nnd moter oil.
40 e Other automobile expenses.
Al e a—————— Public transportation.
42— e Drugs and presoriptions.
L 2SO Hospital services and health insurance.

These 11 EC’s contain 37 items. An additional
four items in other EC’s were arbitrarily desig-
nated as certainty because of their individual
importance, the desire to maintain continuity of
pricing, or because of the availability of price
data. These are butter, margarine, college tui-
tion and fees,® and postal charges.

For the final selection, relative importances
(in the family expenditure pattern) for the con-
densed sampling frame (52 EC’s and 812
items) were obtained from CES data for nine
cities surveyed for 1960, since data for all 66
cities were not available in time for use. Ex-
penditure data for these nine places were ap-

® College tuition would have been certain to fall in one of the two
subsamples. Since data are obtained from reports to the Office of
Education, there was no point in restricting it to one sample,

propriately weighted together to give prelimi-
nary estimates of U.S. average expenditures.

Relative importances for each item in the
sampling frame to the grand total of all items
were cumulated within each EC. A sample selec-
tion interval was computed by dividing the total
relative importance of the EC by the number of
sample items which had been allocated to the
EC. Any item whose relative importance ex-
ceeded this selection interval was certain to be
chosen by the sampling mechanisms. These
items were removed from the array, the rela-
tive importances of the remaining items were
cumulated and divided by the number of sample
items remaining, a new selection interval com-
puted, and additional certainty items selected.
This was repeated until no items exceeded the
selection interval. The probability items were
then determined by choosing a random start and
selecting items at regular intervals along the
array of remaining items (excluding certainty
items).

Since two replicated item samples were to be
chosen, the probability selection procedure was
repeated for the second sample, but one random
start determined both samples. The selection
points of the second sample were “half way be-
tween” those of the first, that is, the successive
selections were made at ‘“half intervals” along
the array of items, with selections alternating
between sample “1” and sample “2.” Any item
which had a relative importance equal to or
greater than the “half interval” was certain to
fall in one sample or the other and could fall in
both. These were designated as “half certain-
ty.” Since each sample was deliberately made
as “different” as possible from the other by the
choice of random start, this may overestimate
the error by the replication approach.

The final operation produced two samples of
206 items each. These included 82 certainty
items and 11 probability items which are com-
mon to both samples. Hence, there were 319
different items in the combined samples. Dur-
ing the year or more following the sample selec-
tion, while pricing was being initiated, a num-
ber of adjustments were necessary. Pricing of
several certainty selections was discontinued, at
least temporarily, because of difficulty in finding
effective pricing methods. These included rent
of room, board, settlement charges on home pur-
chase, auto financing charges, rent of car, and
other financing charges (other than mortgage

47

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



interest and auto financing). In addition, pric-
ing of cocktails away from home, originally
priced as a second specification besides beer
away from home, was dropped. The weights of
the dropped items are imputed to other items in
the same expenditure class except “other financ-
ing charges” which is imputed to the all items
CPI.

Pricing of four probability items, two in each
sample, also was dropped because of methodo-
logical problems; the items are the addition of
a new room, porech, etc.; completing unfinished
room; uniforms and special work clothing; and
hats and caps. In these cases the weights car-
ried by the probability items in the affected
EC’s are redistributed over the remaining prob-
ability items.

It was also necessary to make a few substi-
tutions of items. For example, greeting cards
was initially drawn in one sample. No way of
setting up a specification which would hold
“quality” constant over time was found and
stationery was selected instead. Usually the
item which immediately preceded or followed
the dropped item on the original array was sub-
gtituted. Some additional adjustments may be
necessary in the future, but every effort will be
made to hold such substitutions to a minimum,

The final samples which are being priced con-
tain 309 different items represented by 396 spec-
ifications, as listed in appendix table VI. Each
replicated sample contains 198 items of which
87 are common to both samples (76 certainty
items and 11 which were drawn in both). This
count of “items” is in terms of the 812 items
defined for the sampling frame.

Selection of Specifications

The final step in selecting the item sample
was the choice of one or more specified-in-detail
items to represent the items chosen from the
sampling frame. More than one specification
was allowed for important items made up of a
variety of qualities presumed to have different
price movements. The list of items for which
more than one specification is priced is as fol-
lows:

EC3 Steak.

EC5H Fish fillets and steak.
EC6 Fresh milk.

EC13 Coffee,
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EC15 Restaurant meals.
Between meal snacks.
EC18 Property insurance.
EC21 Electricity.
Gas.
EC23 Living room suite.
EC 24 Soft surface rug.
EC29 Men’s suits, year-round weight.
Men’s trousers.
Men’s sport shirts.
EC31 ‘Women’s winter coats.
Women’s street dresses.
‘Women’s stockings.
‘Women’s skirts.
Women’s slacks.
EC 38 Men’s street shoes,
Women’s street shoes.
EC36 New pagsenger cars.
Used passenger cars.
EC387 Gasoline.
EC40 Auto insurance.
Parking; garage rent; parking meters.
EC42 Over-the-counter items and medical appli-
ances and supplies.
Prescriptions.
EC43 Family doctors’ fees.
Dentists’ fees.
EC44 Hospital services.
EC47 TV sets and TV radio-phonograph combina-
tions.
Radio.
Nondurable toys,
Pet foods.
Sports equipment.
EC48 Indoor movies.
EC49 Newspapers.
EC 50 Cigarettes.
EC51 Beer and ale,

Whiskies and other alcoholic beverages.

In addition to these items, there are a few for
which more than one price is obtained in each
outlet for the same specification. Some of these,
e.g., appliances, are priced directly in retail
stores; others come from secondary sources and
utilize internal quality cells or classes in proc-
essing.

In many instances, the sampling frame “item”
consists of a fairly well-defined single commod-
ity or service which was used in setting up de-
tailed specifications for pricing. In other cases,
particularly where the selected item category
contains a miscellany of related but distinct
subitems, it was possible to make a second-stage
probability selection. The procedure was to
make a list of more important subitems, not nee-
essarily exhaustive, and where possible obtain
data on their relative importance.
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Examples of second-stage probability selec-
tions are: psychiatrist selected from the cate-
gory “other medical specialists;” water pump
replacement, from “miscellaneous minor auto re-
pairs and services”; nails, from “miscellaneous
hardware and supplies”; and electric hand drill,
from “power tools, except lawn mower.” Having
made this second-stage selection wherever it
appeared feasible, no attempt was made to carry
probability sampling any further.

Setting up detailed specifications for pricing
involves research, consultation, experimental
testing and informed judgment. The choice of
the exact specifications takes into account the
importance and representativeness of particular
qualities and the feasibility of describing a
selected item clearly enough to permit repetitive
price collection. A complete listing of the sam-
ple of priced specifications is available on re-
quest.

While an attempt is made to maximize the use
of national specifications, this is not always pos-
sible. Climatic conditions or regional prefer-
ences necessitate city deviations or, in a few
cases, different articles. For example, heavier
weight clothing is not worn in Honolulu, and
lighter weight specifications are required; also,
due to the infrequency of central heating in
Honolulu, furnace parts and repairs can not be
priced and a water heater replacement is sub-
stituted. In Anchorage, on the other hand,
heavier clothing is necessary. City deviations
which are priced in only one, or a very few,
localities are not counted as separate specifica-
tions in the total count given above.

Weighting Structure

Within the expenditure classes (EC’s), the
probability-proportional-to-size method of se-
lecting the item sample necessitated a major dif-
ference in the design of index weights as com-
pared with previous procedures. There is no
explicit allocation of weights of unpriced to
priced items. Each certainty item as defined in
the sampling frame carries its own expenditure
weight 7 and no portion of the expenditures for
unpriced items of the sampling frame. Prob-
ability items within each EC carry equal parts
of the remaining (probability) weight (total
EC less certainty items). Because of the way

" Including that of the miscellany of related items as combined in
the sampling frame.

in which the sample was selected, probability
items normally carry less weight than certainty
items in the same EC. In cities where both
item samples are priced, the expenditure total
for each EC is divided equally between the two
samples as of December 1963. When more than
one specification is priced for a single sampling
frame item, the probability weight for the item
is divided among the individual specifications
—-not necessarily equally. The final index rela-
tive importances represent relative expenditures
of the expenditure classes as of the survey date,
but the relative weights of the individual prob-
ability items do not relate to actual expendi-
tures.

The starting point for weight derivation was
the tabulation by city of annual average expend-
iture data from the CES for consumer units
which meet the definition of the index popula-
tion. (See footnote 36 chapter III.) For pur-
poses of the CPI, expenditures include (1) all
items classified as current consumption expendi-
tures in the CES, excluding money lost or stolen
and food and rent received as pay; (2) expend-
itures for purchase and improvement of the
family home and other real estate for family
use (which were converted to CPI weights by
special procedures described later); and (38)
expenditures for gifts of goods and services to
persons outside the family. For items bought
for cash, the actual cash outlay is the basis for
the index weight. For items bought on the
installment plan, the weight is based on the total
price, not merely the portion paid during the
survey year. Index weights reflect average ex-
penditures of all consumer units, obtained by
dividing aggregate expenditures by the total
number of units, including those who did not
make purchases of a particular item, as well
as those who did.

The complete tabulation includes average ex-
penditures for the 1,800 individual items on the
CES schedule. These are consolidated into the
812 items finally established as the CPI sam-
pling frame. Exhibit B shows the CES schedule
line number as well as the sampling frame code
for each item.

The allocation of expenditure data to the sam-
pling frame and summation to EC totals were
carried out separately for families of two or
more persons and for single persons who meet
the definition of an index consumer unit. It was
done for each of the 66 SMSA’s and cities and
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for combinations of cities and regions. Com-
bined expenditures for 1960-61 for large cities
surveyed in both years were derived as a simple
average of average expenditures for the sepa-
rate 2 years.

Seasonal Adjustment for Food

For most items, annual expenditures were ob-
tained from consumers in the CES. For foods
and other items which are purchased frequently,
usually in grocery stores, item detail was ob-
tained only for the 7-day period just prior to the
date of the interview. From the weekly data it
was necessary to estimate annual expenditures
for individual items and adjust the total of these
separate estimates to the annual totals.

To determine seasonal variation, consumer
units surveyed in the spring were subsequently
asked to provide information on weekly food
purchases during different seasons. Mail ques-
tionnaires were sent each month to 12 inde-
pendent samples of consumer units in 16 cities
throughout the United States and similar fol-
lowup questionnaires were sent in the same
cities to a subsample of families who had been
interviewed in the CES. All data obtained for
a city for a month were pooled and the aver-
age weekly expenditure per family in each
month was computed for each food item pur-
chased in each of the 16 cities. From these data,
monthly indexes of seasonal expenditures were
computed in relation to the yearly average, for
expenditure class totals, and for certainty items,
for each of the 186 cities.

Because of the small size of the samples in the
various cities, as well as lack of comparability
of families reporting, the consumption patterns
shown by these indexes are erratic. In an effort
to smooth out some of the fluctuations, the sea-
sonal consumption indexes for individual cities
were combined into four regional indexes and
the four regional indexes combined to a U.S.
index. Many of these were adjusted by com-
modity analysts on the basis of seasonal produc-
tion or marketing data from other sources—
U.S. Department of Agriculture figures on
weekly production of meats, shipments of fruits
and vegetables, etc. Monthly indexes of the
value of sales by food group and by item in six
large cities, based on confidential 1960 sales of
a large food chain, were also used to judge the
reasonableness of the adjusted seasonal indexes.
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For items which have marked seasonal dif-
ferences in purchases, the weekly expenditures
obtained for the CES sample were blown up to
annual totals by applying seasonal factors ap-
propriate for the actual period of the original
7-day CES survey in the particular city. The
regional seasonal index was used for all cities
in a region if it seemed valid; otherwise, the
U.S. index was used. For a few items for which
no expenditures were reported, because they
were out of season during the survey week, an-
nual estimates were made from secondary
sources, based on relationships to reported
items. For items which showed only minor
seasonal changes in consumption, expenditures
for the reported week were multiplied by 52 to
obtain the annual estimates. The sum of the an-
nual figures derived in this manner were then
adjusted to the total average annual expendi-
tures for food as a whole reported in the CES.

Derivation of Item Weights

CES expenditures by city or for combinations
of cities were used directly for index weights,
except for certain categories for which special
estimates were derived. These were home pur-
chase and financing, automobile purchase and
financing, and alcoholic beverages. Special
weight derivation procedures for these items are
discussed in a later section.

The general plan of the weight derivation
process, for the majority of items, was to use
unadjusted city expenditure data for broad
groups of items and for subgroups and indi-
vidual items for which data appeared reason-
able. At successively lower levels of aggrega-
tion, where the data appeared erratic as the
result of small samples, it was necessary to use
an average of several cities as a means of dis-
tributing group or category totals to compo-
nents. This involved an element of subjective
decision but at a fairly low level in the index
classification scheme, since totals for major cate-
gories usually could be used without adjustment.

Because of the very small samples of “index”
single persons "' within a given city, expendi-
ture patterns derived directly from the survey
results are erratic and are, therefore, not suit-
able for index weights by city. The data were

T To meet & commitment for a separate index for families of 2 or
more, it was necessary to derive weights separately for families and
singles. The separate index for families previously described was dis-
continued after November 1964.
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combined to regional and national totals and
compared later with like combinations for fami-
lies of two or more. On the basis of these com-
parisons, it was decided to derive city weights
for single workers by applying to the final index
weights for families the national ratios of ex-
penditures of singles to those of families.

For convenience and ease of comparison
among cities in making decisions as to whether
or not to use unadjusted city data the observed
expenditure data for the sampling frame for
each city were converted to relative importances
at successively lower levels of aggregation,
major categories to all items, major groups
to categories, subgroups and/or expenditure
classes to major groups, and individual items
to expenditure classes, for wage-earner clerical-
worker families of two or more persons.
The major categories used for this purpose
are: food at home, food away from home,
shelter (less home purchase and financing), fuel
and utilities, household furnishings and opera-
tion, apparel and upkeep, transportation, and
health and recreation (less alcoholic beverages).
The items excluded are those for which expendi-
ture weights were derived independently. Al-
though CES data for total transportation were
included in the calculation of relative impor-
tances, the CES data for automobiles and auto
financing charges were subsequently replaced
by specially edited data as explained later. The
adjustments were not large enough to affect the
relative importances for the other categories sig-
nificantly and had no effect on the dollar expend-
itures accepted for the weights.

At the highest level of aggregation, major
category, the relative importances to all items
show remarkable consistency among cities for
families of two or more, especially for the large
cities. In the largest cities where surveys were
conducted in 2 years—1960 and 1961—+the data
for the separate years are also generally con-
sistent. As a result, category expenditures were
accepted without adjustment for each of the
larger cities (A, B, and C strata). For the small
cities, average expenditures for all D size cities
within a region (including the 16 additional
nonindex cities surveyed), were adopted for
each D city within a region. Regional averages
for city-size strata and for all size cities com-
bined were computed by dividing aggregate ex-
penditures by the total number of index fami-
lies. Therefore, the number of usable schedules

in each city became implicit weights. In addi-
tion to the pooled average, D stratum regional
averages were computed as simple averages of
city averages. These were used in preference to
the pooled averages in the weight derivation for
D cities in order to give the cities equal weight.
For example, each of the 6 southern D size cities
in the CPI have identical expenditure weights
for food at home, namely, the average of expend-
itures for families in the 12 southern small
cities for which CES data were available. This
procedure made maximum use of the data avail-
able and tends to minimize the sampling error
in this city-size class.

The relative importances for each city were
reviewed by region at successively lower levels
of aggregation. At each stage of the review, it
was decided either:

1. To use the city expenditure data as index
weights for families of two or more without ad-
justment; or

2. To make adjustments for obvious aberra-
tions resulting from the sampling process, usu-
ally by applying an average of internal relative
importances for several cities to the expendi-
tures already determined for the city at the next
highest level of aggregation.

As expected, the data show much more vari-
ability at the lower levels. For the large (A and
B strata) cities, review of the data indicated
that the figures could be accepted as reported
for most of the expenditure class (EC) totals.
The major exceptions were durable housefur-
nishings and miscellaneous personal and finan-
cial expenses where the relative infrequency
of purchase results in erratic results by city
even at the expenditure class level. Total expend-
itures for durable housefurnishings by city
were therefore distributed among the four ex-
penditure classes (EC’s 23-26) on the basis of
the average percentage distribution of expend-
itures in cities of all sizes within each region.
For EC-~538, miscellaneous personal and financial
expenses, regional relative importances of EC
52 to the total of all other EC’s were applied
to the city totals for EC 1-51, as derived in the
derivation process. In some cases, regional aver-
ages of all size cities also were used to distribute
the transportation category expenditures among
the component expenditure classes. For some
EC’s, data were accepted without adjustment
for C cities also, but in a number of cases the
major group totals were distributed to EC’s on
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the basis of regional relative importances. Gen-
erally for the D cities, the average expenditures
for all D cities in the region were used at the
EC level.

Below the EC level, i.e., the distribution to
sub-EC’s and to individual certainty items and
the probability items combined, the basis for
index weights for families of two or more
varied. City data were used without adjustment
in some of the largest cities, but more generally
regional or city-size average relative import-
ances were used to break down EC totals pre-
viously determined. Appendix table VII sum-
marizes the weight derivation process for fami-
lies. Weights for probability items within an
EC are divided equally. In those cases where
more than one specification has been selected to
represent a single sample item, the distribution
of the final weight of the item to the priced spe-
cifications was made by the commodity special-
ists according to their knowledge of the indus-
try. In many cases, the priced specifications are
given equal weights; in others, weights are
assigned according to their estimated relative
importances in the market.

Home Purchase

" Because of the relative infrequency of home
purchase, the small samples in the expenditure
survey do not yield reliable averages. It was
necessary, therefore, to use a special estimating
procedure utilizing data from sources outside
the CES. As for all other items in the index, the
weight for home purchase represents, in princi-
Ple, the average obligation incurred by the index
population in the survey year. The average is,
of course, affected by consumers who rented
homes or did not buy homes in the survey year.

The average expenditure for families of two .

or more was derived as the product of three
separate factors:

1. Estimated average price paid (or con-
tracted for) by index consumer units who
bought homes during the survey year;

2. Estimated average rate of purchase, i.e.,
the average percent of homeowners who pur-
chased homes during the survey year; and

3. The level of homeownership among index
consumer units, i.e., the percent of consumer
units who were homeowners during the survey
year.

52.

Some families in the survey bought homes for
the first time during the survey year; others
sold one house and bought another, usually
larger and more expensive. The total index
weight was defined as gross expenditures for
houses bought by families buying for the first
time plus net expenditures by families for re-
placement homes (gross price of the new house
less the price received by the family for the sale
of the house which was replaced).

Estimates of purchase price for initial acqui-
gition, and for replacement, were derived
arithmetically for each city from an average
purchase price for the two types of purchasers
combined, derived in turn from the entire Com-
prehensive Housing Unit Survey sample. Hoiises
purchased during the survey year and the 3 3 pre-
ceding years were included in the average to
improve the sample estimate. As changes in
prices of houses during this period were rela-
tively small, the reported prices were used with-
out adjustment for price change to the link
month. To take account of differences in home
prices between index and nonindex-type con-
sumer units, this average was adjusted-by the
national ratio of average current market value
of homes owned by index-type homeowners to
the value of homes owned by all homeowners, as
reported. in the CES.

Using CES data for index consumer units in
all cities, a national ratio of prices paid for re-
placement houses to prices received for houses
sold by the same families (initial purchase)
was calculated. This ratio was used to derive
average prices in each city for the two types of
purchase, according to the following equation:

P=PJI+P.R-

P.=KP;

P=P,I+KP;R

P.d+KR)=P

P

I+KR -

where P = the estimated average price paid for
all houses bought by index consumer
units in a 4-year period, derived
from CHUS data for a given city,
adjusted to index family basis

P; = the estimated average price paid for

initial purchases of houses by index
consumer units in a given city

P=
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P, = the estimated average price paid for

replacement purchases of houses by

index consumer units in a given city
K = the average ratio of replacement
purchase prices to sale (initial pur-
chase) prices, as reported by index
consumer units in the CES, for all
cities combined
I = the proportion of homeowners among
index consumer units who became
homeowners during the survey year,
derived from CES data for all
cities combined
R = the proportion of homeowners
among index consumer units who
bought homes for replacement, de-
rived from CES data for all cities
combined.
The value of K, the ratio of purchase price to
sale price, or replacement to initial purchase
price, varies with the level of sale prices. Con-
sequently, it was computed separately for four
groups of cities, i.e., those with average sale
prices (1) below $6,000, (2) $6,000-$13,999,
(8) $14,000-$17,999, and (4) $18,000 and over.
The rate at which families purchased houses
during the survey year was derived in two ways
—from Census data showing percent of home-
owners on April 1, 1960, who moved into their
dwelling units during the previous year and
from CHUS. Because purchase rates derived in
this way from Census data were so inexact and
much higher than from other sources, those de-
rived from CHUS data were used in final deri-
vation. CHUS consumer units could not be
identified as to their eligibility for the CPI,
Therefore, ratios of annual rates of purchase by
index consumer units and all consumer units for
the most recent 4 years from the CES, calcu-
lated on a regional basis, were applied to the
city CHUS purchase rates to adjust to purchase
rates of index consumer units. These composite
purchase rates were separated into rates for ini-
tial and replacement purchase on the basis of
the national proportions of homeowners report-
ing each type of purchase in the CES.
" The remaining component, level of ownership,
needed for deriving weights was obtained direct-
ly from the CES, using as a basis the number of
months of homeownership reported by index
consumer units. This method takes full account
of consumer units who changed from renters to
owners (or vice versa) during the year.

The weight derivation for home purchase by
index families of two or more persons is illus-
trated in table 4, using hypothetical data from
city A in region 1.

Because of the very small sample of index
single consumer units in each city, it was not
possible to follow similar procedures to derive
weights for single workers. The percent of sin-
gles making replacement purchases, undoubted-
ly very small, was set at zero, because in the
entire sample of cities not a single case was re-
ported for the survey year. In general, the fac-
tors in the general formula for weight deriva-
tion for initial purchase were computed by
applying the ratio of the average value for
singles to the corresponding average for con-
sumer units of two or more, developed for a
group of cities, to the city values for families
of two or more. Final expenditure weights for
single consumer units were derived from the
weight derivation formula and combined with
those for families, using the relative population
weights described in a later section.

Mortgage Interest

The index expenditure weight for mortgage
interest is defined as the average amount of in-
terest incurred for the purchase of homes by the
index consumer units during the survey year
and subsequently paid. From secondary sources,
it appears that mortgages are either paid off or
refinanced at about half term. Consequently,
interest contracted for was computed for half
the average term. It was derived from the aver-
age amount and term of mortgages, the average
interest rate, the average rate of mortgaging
among homeowners, and the level of ownership,
pooling city data where necessary. As these
factors differ for different types of situations,
separate calculations were made for families of
two or more and for single workers; for new
and assumed first and second mortgages; for
new homeowners and for those buying replace-
ment houses ; for conventional mortgages issued
by banks and private individuals, and for mort-
gages insured by government agencies.

Because the survey showed only the amount
of interest actually paid during the survey year,
it was necessary to compute total amount of
mortgage interest contracted for, using data
from the survey supplemented by other sources,
including those used for the home purchase
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TaBLB 4. ILLusTRATION OF WEIGHT DERIVATION PROCEDURE FOR HOME PurcHASE, INDEX CoNsUMER UNITS OF 2 OR MORE
Persons, CitY A, ReGioN 1 (HYPOTHETICAL)

Line Item Type of consumer unit Aren Souroce Amount
No. of data
1 | Average price of houses bought in most recent 4 years__..ocoooooeoo_oo_ All home buyers. ... —.occevenue City A CHUS $16,300
2 | Average market value of owned homes._........ Index homeowners City A CES $13,300
3 | Average market value of owned homes. All homeowners.... City A CES $16,000
4 | Ratio: index to all consumer units___ . __ oo o] ccm e e e mm e e meeeee e 2-+3 0.831
&5 | Estimated average purchase price of houses (I)._.___.._. -| Index home buyers. -| City A 1Xx4 $13,545
8 | Proportion of home purchasers buying houses initially (I) ... __._.__._ Index home buyers_.______...__ U.8. CES .683
7 | Proportion of home purch s buying repl 1t houses (R)ccmmvaccnoon Index home buyers. .. .. ... U.S CES 317
8 | Average price of replacement homes bought . ... _-| Index replacement home buyers.] U.S. CES $0,874
¥9 | Aversage price of homes sold by replacement buyers Index replacement home buyers.| U.8 CES $8,053
10 | Ratio: purchase price to sale price (K) 1 - 89 1.226
11 § I+KR (See equation). oo cooooeomcomoaoooo. 6+ (7 X10) 1.072
12 | Average price paid for initial purchase of houses (Pi) =P« (I4+KR). 5+11 812,835
13 | Average gross price paid for replacement purchase of houses (Pr)._._._.._ 12X 1.321 816,601
14 | Average net price paid for replacement purchase of houses (Pr—FP1)-..___ 13-12 $4,066
15 | Average annual rate of purchase in 4 most recent years._. .. CHUS 7.00
18 | Average annual rate of purchase in 4 most recent years. CES 7.60
17 | Average annual rate of purchase in 4 most recent years. CES 7.90
18 | Ratio: index units to all units.. ... ._.______ 17+16 1.039
Estimated annual rate of purehase:. - ..o oo ccee e ccmac e
19 T T 15X18 7.27
20 Initial. oo e 96 4.97
21 Replacement 19 X7 2,30
22 | Percent of consumer units owning hom ES 62.0
Estimated annual rate of purchase:.._.
23 Initial o e ee 20X 22 3.08
24 Repl B e e m e e e e mmmmmmm e e e e e e mmmme e mmaaama—— 21X22 1.43
Estimated annual average expenditure:. ... .. ...
25 Initial purehase. ____ .. __.____ 1223 $389
26 Replacement purchase (net)... 1424 $58
27 Totalo oo oo eemeeae - . 25426 $447
28 | Average expenditure for vacation homes. index. -l City A CES $53
29 | Total CPI expenditure weight for home purchase in survey year. .- ..__... Allindex_ . ... ___._ City A 27428 $500

! The ratio of purchase price to sale price (replacement toinitial purchase)
was found to vary depending upon the sale price level. For sales from

weight derivation. Wherever the survey in a
given city did not provide a large enough sample
to produce reliable averages, the data were com-
bined with those for other cities to provide
regional or, in some cases, national averages.

Operationally, the weight was calculated as
the product of two factors: (1) the amount of
interest contracted per mortgage for half the
term, and (2) the percent of consumer units
who obtained mortgages. Interest contracted
was the product of three factors: (1) average
amount of mortgage, (2) interest rate, and (8)
term of mortgage. The amount of interest paid
over the entire term of a mortgage is deter-
mined by the principal, the rate of interest, and
the term. The principal amount was derived as
a proportion of the purchase price (as computed
for the home purchase weight). The ratio of
mortgage principal to purchase price was com-
puted by region for initial and replacement pur-
chases from the CES and used for every city in
the region. Average interest rates and terms
also were available from the CES. Regional
averages were used for rates and national data
for the term. Standard amortization tables were
used to derive monthly payments. An estimate
of the amount of interest to be paid for the first
half term was derived by subtracting the mort-
gage principal from the total amount required

54

$6,000 to $13,999, the ratio was 1.321; for $14,000 t0 $17,999,it was1.144,

to repay the loan if paid off after having run
only one-half its stated term, assuming no pen-
alty for early payment. Standard amortization
tables were used in this computation.

Table 5 illustrates the weight derivation pro-
cedure for a hypothetical city A in region 1, for
families of two or more persons who obtained
new first mortgages. Similar calculations were
made for other types of mortgages and for sin-
gle consumer units and the resulting amounts
were combined into an overall average, using
appropriate weights.

Automobile Purchase and Financing Charges

In general, the weights used in the index for
both new and used cars represent average
net family expenditures for cars purchased
(whether or not paid for) during the survey
year, based on specially edited CES data. Data
were derived separately for new and used cars
and for financing charges, for index families of
two or more and for single consumer units.

Values represent net purchases for consumer
units who purchased and sold cars during the
survey year. Stated briefly, the values of cars
traded in, sold, or repossessed were deducted
from purchase prices, to arrive at the net value.
The weights included all transactions during
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TaBLE 5. ILLUsTRATION OF WERIGHT DBRIVATION PROCEDURE FOR MORTGAGE INTEREST, INDEX CoNsoMER UNIiTs OF 2 OR
Moze Persons, CirY A, RegioN 1 (BYPoTHETICAL) NEW FIRsT MORTGAGES

Line Type of Initial | Replace-
No. Item consumer unit Area Bource of data purchase | ment

purchase

1 | Percentage of home buyers obtaining mort _— --=-] All index units....... 94.8 94.8

2 | Estimated annual rate of purchase. .o oo ceaaaao Index homeowners._... 4.97 2.30

3 | Estimated annual rate of mortgaging_. _______________._______ Index homeowners. .. 4,71 2,18

4 | Estimated average purchase price of house -1 Index home buyers..- - $12,635 $16,691

b6 | Average ratio of mortgage to purchase price. .. ... . ___.____ Index mortgagors...... - .86 .76

6 | Estimated average principal amount of mortgage. .....cceecan-. Index mortgagors....{ C $10,740 $12,518

7 | Average rate of interest on mort@ages. - ... .o voeccoe oo Index mortgagors....... 5.75 8.00

8 | Average term of mortgage in years. _| Index mortgagors..._ 20.25 16.75

9 | Average monthly payments._.. Index mortgagors._... amortization table.._| $74.91 208.87
10 | Total payments per year_...... - 12 X mo, payments.| $898.92 |$1,186.44
11 | Total payments during half term of mortgage. ... .....ocococooo_. Ya BX10)..._ .. .. $9,102 $0,036
12 { Balance due on principal at end of half term_______._.______._.. amortization tables....| $6,910 87,766
13 | Total payments required to discharge loan._... ... cecummmecan 1+12 $17,702
14 | Total amount of interest paid in half term_. ... . ____.__ ,184
15 | Percent of consumer units owning homes_____ - 62.0
16 | Percent of consumer units obfaining mortgages.. - 1.356
17 } Estimated average amount of mortgage interest_ $70

the survey year for consumer units who pur-
chased cars; however, sales of cars by consumer
units who did not purchase cars during the sur-
vey year were not treated as a deduction for the
weights.

Where they occurred, other deductions from
purchase price such as the value of a wrecked
car also entered into the netting process. Cars
used entirely for business were excluded. Values
for cars used only partially for business pur-
poses were adjusted on a proportional basis, so
that only that portion of expenditures or sales
for family or “pleasure” use entered into the
weights.

The total CES weights for new and used cars
were then distributed to the following priced
specifications:

Sample 1

Chevrolet Impala
Ford Galaxie 500
Chevelle

Sample 2

Chevrolet Impala

Ford Galaxie 500

Ford Faleon

Plymouth or Dodge Pontiao or Buick

Rambler or Studebaker Volkswagen or Fiat
Both samples

2 yearold

3 yearold

4 yearold

b yearold

The breakdown of weights was made on the
basis of industry data on production or sales,
maintaining for new cars appropriate weights
of standard size versus compact and foreign
cars combined in each sample. CES data for
auto financing charges were tabulated and
edited for consistency with car purchase
weights.

(Ford and Chevrolet)

Alcoholic Beverages

Previous consumer expenditure surveys have
consistently indicated a tendency on the part of

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

consumers to understate their expenditures for
alcoholic beverages. In order to evaluate the de-
gree of underreporting of expenditures reported
in 1960 and 1961, the CES data were compared
with figures from other sources.

From the national income accounts, estimates
of aggregate personal consumption expenditures
were available for the three major categories of
alcoholic beverages—beer, distilled spirits, and
wine. National accounts estimates of average
expenditure per household for 1960 and 1961,
separately, ranged from 114 to 214 times the
CES average per consumer unit for the three
items. Estimated quarterly consumption data
by States from industry sources also indicated
a general underreporting in the CES.

Because of differences in the definition of
household for consumption expenditures in the
national accounts and of consumer units for the
CES, the average expenditures per unit were
not comparable. Therefore, the relative impor-
tance of alcoholic beverages to total food expend-
itures in the two sets of data was chosen ag
the basis for adjustment. Food was used in
preference to total expenditures because con-
ceptual differences between the national ac-
counts and the CES make total expenditures less
comparable than food expenditures. In 1960,
expenditures for alcoholic beverages were 14.6
percent of food in the national accounts, twice
as high as in the CES all-city average; and in
1961 they were 14.9 percent—almost 214 times
the CES.

Since it could not be assumed that the national
accounts provided the best estimate of expendi-
tures for the population represented by the CPI,
it was decided to make only a partial adjust-
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ment. Some of the factors considered were as
follows:

1. The national accounts data represent the
entire U.S. population. Since they are derived
from reports of tax revenues, they may not
necessarily correspond with actual consumption
data, because they are affected by changes in
inventories of liquor dealers.

2. The CES expenditures to be used as index
weights represent urban wage earners and cleri-
cal workers only, They were derived from sam-
ple surveys of consumer units in cities of all
sizes. Expenditures reported by individual con-
sumers may reflect actual consumption more
closely than data on tax revenues.

3. The distribution of total personal con-
sumption expenditures (from the national ac-
counts) for alcoholic beverages among the three
major categories—beer, distilled spirits, and
wine was approximate. It was derived by de-
ducting rough estimates of expenditures for
business use from total expenditures.

4. The “household” used to derive average
personal consumption expenditures is not the
same as the “consumer unit” used in the CES.
However, much of the effect of these differences
has been eliminated by the use of the rela-
tionship of expenditures for alcoholic beverages
to expenditures for food rather than actual
expenditures.

5. It was not possible to make separate deter-
minations for alcoholic beverages at home and
away from home.

Although there is no exact measure of the
effect of these differences between the two sets
of data, expenditures for alcoholic beverages
were assumed to be about half way between the
expenditures reported in the CES and those de-
rived from the national accounts data. Accord-
ingly, after distributing CES expenditures
away from home proportionately to beer, dis-
tilled spirits, and wine, the dollar expenditures
in each city as reported in the CES were ad-
justed upward by the following overall factors:

1560 1961
Beer. et cccccc e cacaccm— e aano- 1.48 1.72
Distilled 8piritsece. cececmcmmcccccccnccccmmccccmaaae 1.57 1.53
WD e cccccccic e mcacncccnccmaccmccncm——— 1.25 1.48

These factors represent for each category the
ratio of the average of the relative importances
to total food expenditures in the national ac-
counts and in the CES for all cities combined
to the latter.
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The adjusted city data were then subjected to
the same type of review as were other items.
With few exceptions, adjusted data for the indi-
vidual items of alcoholic beverages in the larger
cities were accepted as index weights. Regional
averages were used both at the EC and item
levels in the smallest cities. An additional factor
in the establishment of weights was the legal
status of alcoholic beverages in the various lo-
calities. In cities where sales of distilled spirits
by the drink are prohibited by law, no weight
was established for the index and any expendi-
ture reported for the item was allocated to beer
and/or wine in the same city or to other D cities
where drinks are sold.

Population Weights

In combining city data to U.S. totals for the
index, each of the 50 index cities carries a popu-
lation weight, derived from Census 1960 urban
population for the region-city size strata used
in the sample selection described in chapter V.
These are expressed as relative population
weights adding to 1.000; they are built into the
city item expenditure weights, so that weighting
to U.S. totals is a simple matter of summation.
The product of the expenditure weight and the
relative population weight for each item is
called a cost-population weight.

The Census data were adjusted to obtain esti-
mated wage-earner clerical-worker population.
(See appendix table VIII-A.) Estimates of the
number of equivalent persons living in con-
sumer units all year (column 1 of appendix
table VIII-A) were derived by regional city-
size strata by subtracting institutional popula-
tion and armed services personnel living on
post, and making allowances for births, deaths,
migrations, etc., since 1960. The number of
consumer units (column 2) was obtained by
dividing these estimates by the average size of
consumer units by city as shown in the CES.

It was then necessary to estimate the number
of “index” (wage-earner clerical-worker) con-
sumer units by applying CES proportions of
index to total consumer units by regional city-
gize strata. The percentage distribution of these
estimates shown in column 8 is the basis for the
city population weights. Only the 12 certainty
A cities carry their own weight. For all others,
the region-city size stratum weight is divided
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equally among the sample cities in the stratum.
Because of this design, smaller cities may carry
as much or even more weight than some of the
large certainty cities.

Because of the original plan to calculate sepa-
rate indexes for families and singles combined
and for families only, and the way in which the
expenditure weights were constructed, it was
necessary to partition the city weights between
families and singles. This was done using the
CES ratios of families and singles in A cities,
and region-city size average ratios for other
cities. Final weights for the 50 cities, additive
to the city totals, are shown in appendix table
VIII.

When the six additional B size cities were
added to the index in January 1966, population
weights were revised and revised cost-popula-
tion weights were introduced by linking in De-
cember 1965, i.e., for the six cities and the
other cities affected. Since the six additional
cities were selected purposively, they carry only
their own population weights. Therefore, the
weight of the additional cities within a region
was subtracted from the region-stratum weight
and the remaining weight divided equally
among the probability B cities. Appendix table
VIII-B shows the population weights for B
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cities before and after the addition of the six
cities to the CPI sample.

Price Adjustment

The item weights as derived from the CES
relate to the average of the years 1960-61. Tech-
nically, it was necessary to adjust them for rela-
tive differences in price movement from 1960-
61 to December 1963, chosen as the link month
for the new index. This could be done only in
a very approximate way simply because of lack
of prices for the new cities and the new items.
For the 14 overlap cities, percent changes from
the old series for appropriate commodity groups
were used to make the necessary price adjust-
ment in each city. For the new cities, national
indexes were used.

Final Relative Importances

The final U.S. relative importances as of the
December 1963 link month in comparison with
old series weights are given in appendix table
IX. In making this table, old series data were
regrouped according to the classification of
items for the new series. Data are shown sepa-
rately for the certainty items in the revised
index, but not for probability items, since they
carry equal weights rather than weights repre-
senting the importance of the items themselves.
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Chapter VIII. Outlet Samples, 1964 Index*

The general objective and plan for selection
of reporter samples for the revised Consumer
Price Index were described in chapter IV. This
chapter describes detailed operating steps. Al-
though the outlet samples selected by the pro-
cedures described in the following pages are,
strictly speaking, not probability samples, they
have the primary merits which should come
from probability principles: Objectivity, lack of
bias in the selection procedure, and as adequate
a representation as is possible of different types
of stores and geographic sections of the SMSA’s.
Probability sampling techniques are possible to
a much greater extent for those few commodi-
ties or services (such as food and rent) for
which relatively large samples are priced than
for other items, most of which are priced in very
few outlets. Nevertheless, even for the latter,
revised CPI samples were selected within a
probability framework. They are designed to be
representative of all types of stores serving the
index population and can be presumed to be un-
biased samples.

The possibility of using probability sam-
pling techniques is greatly limited due to a
lack of data for developing listings of universes
of stores of different types in which specified
goods and services are sold and which are
patronized by the wage-earner and -clerical-
worker index population. To be more specific,
detailed information is not available for exclud-
ing particular stores which offer goods and
services of a quality that is “too high” or “too
low” to be representative of that purchased by
the index population. Secondly, no data are
available to limit universe listings to outlets
where continuous pricing of comparable items
can be assured.

In addition to the universe data limitations,
there is a problem in developing suitable sam-
pling designs for each item priced because of
lack of data on volume of sales by type of store.
Although each item, theoretically, might have its

* Prepared by Helen M, Miller.
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own reporter sample, it is not feasible from a
cost standpoint to select each of these samples
independently. Such a procedure might well
spread the pricing over an excessive number of
outlets with very few quotations being obtained
from any single one. Moreover, only for food
are retail sales data generally available by type
of store for individual cities.

Size of Sample

The first step in selection of the reporter sam-
ples is to determine sample sizes for each expend-
iture class (EC) of items in each area, taking
into account the cost of collection and available
information on variances in price movements.
The basic sample size for most nonfoods, for
which price collection is most costly, was set at
four reporters, the same as in the previous in-
dex. This means a total sample size of eight for
certainty items in replicated cities. In three of
the largest SMSA’s (Chicago, New York, and
Los Angeles) the sample sizes were increased
to & per sample or a maximum of 10 for the 2
replicated samples.

As indicated in appendix table X, the size of
the outlet sample differs considerably from the
basic sample size for nonfoods for a few index
components. For example, sample sizes for some
of the professional medical care services were
established slightly above the basic sample size
used for the revision, but this represents a re-
duction in the expanded sample size initiated
for medical care in 1958. In the old index, the
number of physician reporters (20 large cities)
ranged from 12 to 42 in New York for the office
and house visits. Similarly for dental and other
professional services (obstetrical, surgical, ete.)
reporter samples varied from 6 to 30 reporters.
For these same services in the “C” and “D”
strata cities, the sample consisted of six report-
ers wherever possible. In the revised index the
sample size for medical services ranges from 3
to 24.

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



In other instances where either the universe
of a specific outlet type is comparatively small
(e.g., utility companies), or where prices are ob-
tained by mail questionnaire (e.g., newspapers)
it is possible to price the universe of reporters
in the city proper and in selected suburban priec-
ing areas.

For new automobiles, the sample of dealers is
designed to represent the various manufactur-
ers. Therefore, the total sample for all makes
combined is larger than the basic sample size
of four, but the sample for individual makes
of automobiles is less than four. In some cases,
sample sizes are not established on a city basis.
A total sample of 200 (or 50 for each of four
regions) is used for hotel and motel accommoda-
tion rates. This total sample is allocated to the
various cities (A, B, and C strata only) based on
relative importance of the hotel receipts in an
SMSA to the total for the region. Thus, the
number priced for this component ranges from
1 in some of the “C” stratum cities to some 35
hotels or motels in New York. (“D” stratum
city hotels are excluded due to their small rela-
tive importance.) An exception also has been
made for college textbooks. In this instance,
sampling is established on a regional basis and
limited to nine universities, since uniform list
prices prevail for this item.

Lastly, for some items no specific sample of
outlets is selected. Instead, for these—home pur-
chase, college tuition, used cars, automobile in-
surance, magazines, ete., data collected by other
government agencies or private organizations
are used.”

Because of the volatility and variability of
prices, sample sizes for food are considerably
larger than for nonfood and they vary for dif-
ferent cities, depending upon number of chain
organizations priced and other factors. Basic
data on retail food store sales were obtained
from special tabulations from the 1958 Census
of Retail Trade. Number of stores and volume
of sales were reported for chains (four or more
stores) and independent stores, by type of store,
by central city and remainder of SMSA, and for
independent stores by seven sales size groups.
Determination of the number of food stores to

"be sampled was based on two factors. (1) Since
all chain organizations are to be priced, there is
no explicit restriction on the number of chain

73 See chapter X for a description of special procedures used.

outlets. In most CPI cities, one outlet of each
food chain is priced and more than one, if neces-
sary, to represent stores having different pric-
ing policies, such as discount division outlets
and suburban outlets. In a few cities, some
small chains are excluded if the organization
represents less than 1 percent of chain grocery
sales in the SMSA. For New York and Los An-
geles all the largest chains are included, but it
is necessary, because of cost, to sample the
smaller chains (organizations with less than 10
outlets in the area).

(2) The total cost of collecting food prices for
the revised index is planned at about the same
level as in the previous index, for which sample
sizes were large enough to permit publication of
U.S. and city average prices. The maximum
sample size for independent food stores is estab-
lished by the number of outlets required to pro-
vide a predetermined number of quotations for
meats and fresh produce, the prices of which are
usually more volatile than other food items
(sometimes referred to as dry groceries). For
example, in a particular city the nominal sample
size of quotations for meat and produce might
be 80, with 20 meat quotations allocated to regu-
lar food stores and 10 to meat markets, and with
25 produce quotations allocated to regular food
stores and 5 to produce markets. Since meat
and produce markets do not ordinarily yield
prices for other groceries, this means that the
maximum number of quotations for dry gro-
ceries is determined by the 25 regular food
stores for fresh fruits and vegetables. For most
“D” stratum cities, the size of the sample is set
at five independent grocery stores, plus chains.
The variations in a few D cities reflect the lim-
ited number of stores in a city or the importance
of chain stores. Independent food outlet sample
sizes by city are given in appendix table XI.

Allocation by Type of Store

As indicated earlier, it would be desirable to
distribute pricing across the various kinds of
stores roughly in proportion to their importance
in terms of sales of each specific item. Of course,
with a basic sample size of 4 outlets (5 in the
three largest SMSA’s) for nonfood items, the
allocation of quotations by type of store is done
only in a very approximate manner, even in the
more fully replicated cities where 2 outlet sam-
ples are priced (8 or 10 outlets in total). For
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certainty items priced in two replicated sam-
ples, it is considered more desirable to make the
best possible allocation for the combined outlet
sample and then make an ex post facto division
into the two samples. Thus, in some instances,
the replicated samples are not “balanced” ac-
cording to type of store.

For nonfood items, very little factual data are
available on which to base outlet type alloca-
tions, and data which are available have limita-
tions. With few exceptions, distribution patterns
are reported for commodity groupings and not
for specific items. Thus, the relative importance
of the various outlet types for a grouping can
be reflected, but the distribution pattern might
vary considerably for the specific items included
in the group. Also, distribution patterns change
continually and vary from city to city. In many
instances up-to-date data and/or city distribu-
tions are not available.

For some major commodity groups, such as
furniture, household appliances, and apparel,
“merchandise line” statistics are available for A
and B SMSA’s and some C stratum cities indi-
vidually from the 1948 Census of Retail Trade.
These data were utilized in determining both
outlet types and the distribution of quotations
among these outlet types. In order to approxi-
mate a more current distribution, the 1948 prod-
uct line information (by area) was updated by
1958 Census sales data by type of store. In other
words, for each SMSA the 1948 distribution of
sales by merchandise line for a given outlet type
was applied to the 1958 total sales of that outlet
type, to obtain updated merchandise line sales.
The 1958 dollar volume sales thus calculated for
the various outlet types provide a distribution
pattern for selected merchandise lines by type
of outlet.

Strict outlet type allocations are impractical
for small samples. For example, using avail-
able source data, a typical distribution pattern
for the major household appliance category
might be as follows:

Type of outlet

Percent
distribution

Type of outlel of sales

Tire, battery, and v dealer........coeeeccccacnn 1.4
Dry goods, general merchandise. ... ucveeeeeercnccccaea 4
Gasoline service stations. ... iana 2
Lumber yards..-.cccaspceccccan- 2
Heating and plumbing equipment dealers........coccce.- 2
Building materials dealer__ ..o meccceas 1
Music stores LRI 1

It is impossible within the limited samples
to include all 14 outlet types as strata with at
least one quotation allocated to each. Rather
than consolidate the miscellaneous outlet types
into a combined stratum, cutoff sampling is em-
ployed. In the above example, the 10 outlet
types which account for less than 5 percent of
each of total sales for the merchandise line are
eliminated. Sales of the eliminated outlet types
(12.8 percent) are prorated over the four most
important outlet types. By this procedure, the
10 quotations for major household appliances
are allocated among four outlet types as follows:

Adjusted percent

distribution  Distribution

Type of outlet of sales of quotations
Total. cueeeeccccmce i cccncaaaaa 100.0 10
Household appliance atores. . ......ccve... 63.7 6
Department 8tOTes..cc oo cocvvvennncmncncnn 16.4 2
Radio stores. ..o ceeecncncnmmrrareann 12.6 1

Furniture stores. .. ooocovovemncmcmcnoans 7.3 1

The above illustration also demonstrates the
point, mentioned previously, that outlet types
can be reflected properly for a category, but not
necessarily for individual items. For example,
radio stores naturally are insignificant as an
outlet type for sales of washing machines and
the allocation for washing machines must elimi-
nate radio stores.

Allocations for these groupings in the C and
D cities (where merchandise line data are not
available) are based on data obtained from a
BLS “where bought survey.” This survey was
conducted in connection with the Consumer Ex-
penditure Surveys. A copy of the schedule is
appended as exhibit C. For other commodity
groupings, e.g., drugs, personal care, automotive
repairs and tires, etc., distributions based on
industry studies such as “Drug Topics,” “Food
Field Reporter,” “1961 Look National Automo-
bile and Tire Survey”’ were used. These data
were current but usually give a U.S. distribution
pattern rather than a city or regional pattern.
For still other items, no allocations are required
since they are predominantly “one outlet type”
commodities.
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In this category, major items are:

Automobiles Motion pictures
Gasoline Shoe repairs

Man’s haircut Self-gervice laundries
Beauty parlor services Funeral services

Reporter samples for the various medical
services are allocated to the type or types of
physicians reported by the local medical or den-
tal associations as being representative of the
priced service in their locality. Data from the
various medical associations indicate that the
relative importance of the specialist and the
general practitioners differ greatly among cities
depending upon local conditions. No uniform
relationship exists. In some samples, therefore,
a 50/50, 75/25, or other proportion of general
practitioners versus specialists is used, whereas
specialists only are included in other SMSA
samples. For all reporter samples, selection is
limited to physicians or dentists engaged in full-
time private practice. For sample selection, the
list of practitioners was stratified by age and by
geographic location both in the city proper and
in the suburban pricing areas.

Allocation as to type of outlet for food has
been mentioned previously in reference to size
of sample. To be more explicit, the allocation of
the number of stores of different types—inde-
pendent groceries, meat markets, and produce
markets—was made to the three major cate-
gories, meats, fruits and vegetables, and gro-
ceries, based on the approximate distribution of
sales as reported by food stores in the previous
CPI outlet sample (on BLS 1040 Retail Food
Stores Outlet Information). For example, in
one city, BLS independent grocery store report-
ers estimated that meat sales accounted for an
average of some 30 percent of sales. Using this
percent, an estimated dollar value was computed
for meat sales in all independent grocery stores,
i.e., 30 percent of total grocery store sales as
reported by Census. A comparison of the esti-
mated dollar value of meat sales in grocery
stores and meat market sales (Census data)
produces an 80/20 ratio between the two outlet
types, i.e., 80 percent of estimated total meat
sales are made in grocery stores and 20 percent
in meat markets. Outlets in the sample for
meat are allocated in this proportion. This pro-
cedure was used also for the cities not in the
‘previous index by making use of the percent-
age distributions for cities with similar charac-

teristics; for example, percentage distributions
reported for Atlanta (overlap city) were used
for Nashville (new city), etc. In a few in-
stances an overall average for all overlap cities
was used. The resultant number of meat mar-
kets in the sample ranges from none in some
of the smaller SMSA’s to 80 in New York, the
number of produce markets from none in some
cities to 14 in New York, and independent gro-
cery stores from 9 in some of the C stratum
cities to 87 in Chicago.

One further point should be noted regarding
food store allocations. Two substrata of inde-
pendent food stores (“large” and “small”) were
set up according to sales volume, i.e., $300,000
and over for the “large” and $50,000 to $299,999
for the “small.” Each substratum represented
roughly 50 percent of Census independent gro-
cery store sales volume in 1958. The exclusion
of stores with less than $50,000 sales volume is
based on practical considerations. Although
these stores are numerous, especially in a few
cities, overall they account for a very small per-
cent of total independent grocery store business,
and pricing in these little stores has always been
unsatisfactory—many items are not carried at
all, others not consistently.

Allocation by Geographic Location

Not only is the sample allocated by kind of
store, but an attempt is made to give proper rep-
resentation for nonfoods to the downtown areas,
to neighborhood areas of the central city, and to
the suburban areas, and for food to the city
proper and to suburban areas. Again, it is im-
possible within the small sample sizes to do this
in any precise fashion, except for food.

There is a wide variation in the importance of
central city and suburban area retail sales in
relation to the total retail sales of the metropoli-
tan area. For example, for five of the SMSA’s
(Indianapolis, Wichita, Austin, Baton Rouge,
and Durham) suburban areas account for less
than 10 percent of total 1958 retail sales. How-
ever, for seven SMSA’s (Los Angeles, Boston,
Pittsburgh, St. Louis, San Francisco, Hartford,
and Lancaster), suburban sales account for over
50 percent of total 1958 retail sales, ranging
from 50.9 percent in St. Louis to 65.5 percent
in San Francisco.

From an operational standpoint—and this is
based mostly but not entirely on cost considera-
tions, it is necessary to restrict pricing in the
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suburban area of the SMSA to selected pricing
areas. The suburban areas were selected with
probability proportional to 1958 total retail
sales,™ from a listing of suburban communities
(incorporated communities of 2,500 inhabitants
or over) and major retail centers arrayed by
and within counties by total retail sales. For
each of the SMSA’s, the number of pricing areas
selected for nonfoods equals the maximum num-
ber of quotations required outside the central
city for any category of outlets. The suburban
pricing area selections are considered a master
sample of areas with the needed quotations dis-
tributed over sampled areas on a random basis.
An exception to the above was made for six
SMSA’s. For four SMSA’s (Austin, Baton
Rouge, Durham, and Wichita) no suburban
pricing areas were selected, and all pricing is
limited to the central city because of the small
percentage of sales for the suburban areas. For
two other SMSA’s (Cedar Rapids and Cham-
paign-Urbana) suburban sales ranged from 10
to 25 percent; however, incorporated suburban
communities are practically nonexistent. There-
fore, in these areas, individual suburban outlets
were selected (where required) from the sub-
urban areas adjacent to the central city.

Within the central city, allocations for non-
foods are made either between the central busi-
ness district and the neighborhood area or,
where data are available, between the central
business district and major retail centers located
in the neighborhood area. No data are available
for the allocation of food outlets within the cen-
tral city. For New York, the distribution of
central city outlet types among the boroughs
was based on the percent distribution of 1958
retail sales for the five boroughs.

Allocations between the central city and sub-
urban areas for most of the commodity and
service outlets are based on 1958 census data on
retail sales by establishment type (2, 3, or
4-digit SIC codes) and on 1958 Census service
establishment receipts. Allocations for inde-
pendent food outlets are based on the special
Census tabulations mentioned previously.

For a merchandise line where several outlet
types are included, the city-suburb allocation is
made separately for each outlet type, rather

18 1958 Census of Business Retail Trade (BC-58-RA Series) and
1958 Censug of Business and Central Business District Series (BCb&~
CBD Series).
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than attempting to maintain the proper alloca-
tion for the combined group of outlet types.
Again, using the major household appliances as
an example:

Allocation
Number of quotations
of Sales Distribution Subur-

quota~  Ceniral Suburban Ceniral ban

Type tions eity ares cily area
(Percent) (Percent)

Total__ . __.____ 10 6.0 4.0 7 3
Household appliance stores_. 6 3.5 2.5 4 2
Department stores... ... .. 2 1.3 7 1 1
Radio stores_ ... 1 .6 4 1 1}
Furniture stores________.__ 1 6 4 1 0

In allocating the number of quotations between
city and suburbs by type of outlet separately for
each specified type and then summing, seven
quotations are allocated to the central city and
three quotations to the suburban area. If first
however, the sales data for the types involved
had been combined and a city-suburban distribu-
tion calculated, six quotations would have been
allocated to the city and four to the suburbs.
Allocation by the individual outlet types, in some
instances, tends to overemphasize the area hav-
ing the greater volume of sales. However, con-
sidering the many data limitations, further
refinement does not appear justified.

For other types of reporters where sales vol-
ume is not applicable, the basis for area alloca-
tions varies, e.g., area representation of hos-
pitals is based on the relative importance of the
number of hospital beds in the city and suburban
areas to the total hospital beds in the SMSA.

Other Allocation

A final stage of allocation of outlets is made
between single and multiunit establishments for
some commodity groups. These allocations are
based on 1958 retail sales for four major group-
ings—general merchandise group; apparel, ac-
cessory stores; furniture, home furnishings,
equipment stores; drug, proprietary stores. In
using these data, the assumption is made that
the relative importance of single and multiunit
establishments is similar for the various types
of stores within the groupings. Since no data
are available for service establishments or home
maintenance contractors, no attempt is made to
distribute quotations between single and multi-
unit establishments for these types of outlets.
For food, as previously mentioned, the universe
of chain store organizations is included in the
store sample in most cities.
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Selection of Outlets

The master sample of establishments obtained
from BOASI, described in chapter IV, was
found useful. However, the limitations of the
data are numerous and considerable supplemen-
tation and improvisation were required. The
samples are most satisfactory for those kinds of
stores where the typical pattern is one of many
small independent establishments and where
quality factors of the items priced are of less
significance, from an outlet standpoint. Filling
stations, barber shops, cleaning and pressing
shops, ete., are examples.

For multiunit establishments, one report is
usually submitted to BOASI for all stores in a
State or region; therefore, the firm would ordi-
narily be listed only for the city in which the
central office of the firm is located or from which
the report is submitted. If listed for individual
cities, the central office address is given, so no
allowance is made for the actual location of the
outlet, especially if it is located in the suburban
area of the SMSA. Hence, the BOASI listings
are especially inadequate as a sampling frame
for large grocery chains and such other chains
as shoe stores, drug stores, apparel stores, and
department stores. For these types of organiza-
tions, it is necessary to compile listings from
various sources: directories of department, drug,
and variety stores; grocery route lists, shipping
center guides; and telephone books.

Another problem encountered in using the
BOASI listings is that the sampling ratios, used
to draw the master establishment samples, failed
to furnish the required number of stores from
both the outlet type and area standpoints. Area
wise, in the larger SMSA’s, this was not un-
expected since, as indicated previously, pricing
is restricted to selected suburban communities
and, in some instances, to selected neighborhood
areas or major retail centers. Outlet-type diffi-
culties result from the broad classification cate-
gories used in BOAST reports, thus limiting the
number of acceptable outlet types. For example,
the listing for furniture stores include second-
hand furniture outlets, custom-made furniture
outlets, interior decorators, etc.

In other instances, particularly in small cities,
the address given for an establishment often is
not that of the outlet itself but of the person or
firm who prepared the BOASI report: account-
ing firms, lawyers, individuals whose home ad-

dress is given or the name of a completely dif-
ferent kind of store—e.g., a service station with
a barber shop address, where the barber shop
proprietor also owns the service station.

Despite the many problems and limitations,
such as those mentioned above, the BOASI list-
ings were useful as the starting point for com-
pilation of sampling lists in general.

For some major commodity and service group-
ings, no data are available from the BOASI list~
ings. In these instances other source materials
were used to develop universe listings. For ex-
ample, a list of medical service reporters was
compiled from special professional directories
such as the AMA and ADA directories of doc-
tors and dentists; hospitals from the Journal of
the American Hospital Association, and news-
papers from the N. W. Ayer and Sow’s Direc-
tory—Newspapers and Periodicals. For still
other items such as automobile dealers, movers,
day nurseries, babysitters, etc., telephone direc-
tories proved to be the only available source.
Automobile dealers fall into this latter group
since only certain makes of cars are sampled.

Actual selection of the sample of stores to be
priced for each item was made originally in
Washington following probability techniques.
Different items call for varying numbers of
quotations by kind of store. To illustrate, some
apparel items require only one quotation from
a department store, while others call for two,
three, or a maximum of four. A “master sam-
ple” was drawn for each type of store and serv-
ice outlet, the number drawn being the maxi-
mum needed for any item to be priced. In the
above illustration, four department stores would
have been selected. The particular stores within
this master sample in which each item was to be
priced were assigned by a random method. Simi-
larly for the replicated samples, outlets were
assigned at random with any one outlet kept
in the same subsample for all items priced.

For some categories (home maintenance,
medical care, and restaurants), where past ex-
perience has pointed up a high loss rate in
establishing outlet samples, an original and a
replacement sample were selected.

Replacements

Initiation of pricing of a revised sample of
outlets in the field is a time-consuming opera-
tion. It requires initial contact to store man-

63

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



agers to explain the CPI program and to obtain
their cooperation, contacting department man-
agers and selecting volume selling items for each
specification, and recording prices. Frequently
substitutions are required where investigation
shows that the selected outlet does not carry the
type of merchandise to be priced, e.g., high
priced stores carry only luxury merchandise.
There are also some substitutions necessary
where the store has gone out of business or can-
not be located, reporters refuse to cooperate, ete.
An effort was made in the CPI revision to re-
duce the necessity of replacements by allowing
the agents greater latitude in what they could
price.”* If the original specification was not
available in an outlet, the agent was instruected
to price whatever was “nearest to specification,”
unless the quality of the merchandise carried
was clearly outside the quality level purchased
by index families. The final decision on whether
to accept such deviations was made in Washing-
ton. In some instances the deviations reported
were not acceptable and outlet substitutions
were made.

As described earlier, area and outlet-type allo-
cations are approximate ones. Therefore, devia-
tions from original sampling patterns were per-
mitted where it was found that the designated
pattern was not typical of specific areas. Not
only is there great variation among cities in
types of stores available but there have been
important changes in retail distribution since
the 1958 Census. Consequently deviations from
the original allocations were permitted whenever
local investigations indicated that the current
distribution of sales by types of store or between
the central city and the suburbs was out of line
with the Washington office allocations for the
outlet sample.

Using the original sampling lists, substitute
outlets were supplied by the Washington office
as long as it was expedient. Eventually, because
of time and cost factors, it was necessary to have
the agents select replacement outlets, subject to
a fairly exact description of the type of outlet
wanted, for example, a family clothing store in a
suburban locality similar to the outlet being re-
placed. As pricing has progressed over time,
replacement of outlets has been a continuing

¢ One of the recommendations of the Price Statistics Review Com-
mittee was for less rigid specification pricing,
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procedure to maintain the outlet sample at re-
quired levels. Replacements are selected by the
agents based on the controls mentioned above
regarding type and location of outlet.

Summary

Outlet samples are designed to represent retail
stores, establishments and individuals selling
goods or services to wage-earner clerical work-
ers and their families throughout each SMSA.
Sample selections are made separately in the
Washington office for each item priced, using
statistical probability methods to the extent pos-
sible. Samples are selected to be approximately
self-weighting with respect to type of ownership
(single or multiunit store), type of outlet (de-
partment store, specialty store, grocery store,
etc.) and geographical location within the
SMSA (downtown business district, neighbor-
hood area, or suburban area). For food stores,
sales volume is also taken into account and the
sample is divided into three distinet strata: (1)
chain grocery; (2) large independent stores and
large chain meat or produce markets (over
$800,000 sales in SMSA) ; and (8) small inde-
pendent stores and small chain meat or produce
markets (under $300,000 sales in SMSA). For
analysis purposes, in some cities one master
sample was selected and divided ex post facto
into two different (replication) samples.

As stated previously, no claim is made that
the outlet sample is, strictly speaking, a prob-
ability sample. Instead a more accurate descrip-
tion might be that it is a compromise between a
completely purposive sample which might be
termed “specification determined,” as it was in
the previous index, and a probability sample.

It is still too early to evaluate fully all of the
innovations and technigues used in contrast to
the procedures previously used in establishing
outlet samples. Some conclusions, however, can
be made:

1. With the inclusion of suburban outlets,
price data should be more representative of in-
dex workers’ purchases. 4

2. With greater representation of specialty
stores, the data are more typical of merchandise
distribution patterns.

3. By use of the objective selection proce-
dures, agent bias in selecting outlets is mini-
mized to a great extent.
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4, Some of the more recent merchandising
trends have been reflected, i.e., discount opera-
tions, bantam grocery, or convenience-type gro-
cery chains, ete.

5. By “nearest to specification” pricing, data
for new models, styles, and materials should be
reflected in the pricing at an earlier stage than
previously.

6. Operationally, it is a far more costly sam-
ple both from the standpoint of the number of
outlets priced and the area covered.

7. By use of predetermined outlet selections,
the overall initial workload was simplified for

the many new agents who participated in the
revision program.

8. It is the type of sample that should be con-
stantly reviewed and updated, as more recent
data are available, to assure that proportional
allocations and distribution patterns are main-
tained as accurately as possible. For example, a
greater shift to shopping centers might be in
order; a change in the boundary between the
“large” and “small” sfrata of independent food
stores possibly should be made if more current
data become available.
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Chapter IX. Pricing Procedures*

The pricing and calculation procedures for
the Consumer Price Index are designed to carry
out, as precisely as resources permit, the general
concepts and principles described in chapter III.

The index, though published monthly, does
not refer to any definite date within the month.
Except for food, for which pricing is done on 8
specific days each month in all cities, and for
rents and items collected by mail which relate to
the 15th of the month, pricing is conducted
throughout a month and prices for each item
relate to the day of the agent’s visit. In addi-
tion, pricing is scheduled on a regular quarterly
cycle in 45 of the 50 cities or 51 of the 56 cities.
Only the five largest cities are surveyed every
month. For the U.S. index, estimates are made
each month for all sample cities not priced dur-
ing a month by holding prices constant or by
other means, as explained later.

The index is oriented toward calculation of
price changes between adjacent pricing periods,
not toward the measurement of representative
dollars and cents prices at a point in time. Col-
lection and calculation procedures stress com-
parability of prices and quality from one date
to the next for a given reporter, and not com-
parability among reporters or among cities at
any given time.

Definition of Price

The concept of the Consumer Price Index re-
quires measurement of price change for goods
and services of constant or at least equivalent
quality, but the price data must be observed in
a market in which changes occur frequently in
the kinds of goods and services offered, in their
qualities, and in their terms of sale. This situa-
tion gives rise to persistent and complex prob-
lems of adjusting for quality.”™

* Most of the material in this chapter was included in a prelimi-
nary report, The Consumer Price Index: Pricing and Calculation Pro-
cedures, op. cit,

7 Ethel D. Hoover, “The CPI and Problems of Quality Change,”
Monthly Labor Review, November 1961, pp. 1175~1186,
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The concept of “price” is theoretically clear
but in practice it defies easy and uniform defi-
nition. In its most restricted sense, “price” in
the CPI refers to the price charged for a par-
ticular brand, identifiable by style number, on
a single sale in an outlet at specific terms of
sale. The concept can be, and is, extended fairly
readily to cover different transactions made
under stated conditions and at identical prices
for each transaction. Extension beyond this
leads to the idea of “average price” for similar
sales and finally to “realized price” for a broadly
defined bundle of goods and services. For a few
commodity areas for which there is little stand-
ardization of quality, notably home purchase,
used cars, and mortgage interest, realized prices
on actual transactions are accepted, pending de-
velopment of improved methods more in line
with the index philosophy.

The goal in measurement is ‘“pure price
change” between two points in time with qual-
ity of goods sold and terms of sale as nearly
identical as possible; unavoidably it usually be-
comes average price on similar transactions.
The dilemma for the technician is the definition
of similarity, i.e., the limits within which price
differences can be tolerated when fransactions
are not strictly comparable. No hard and fast
criteria can be outlined, and decisions once made
must be constantly reexamined as market con-
ditions change or new resources are allocated to
price collection.

Pervading BLS operations is the constant
search for better methods of handling the qual-
ity problem. Up to now, quality has been defined
by the Bureau in terms of physical character-
istics, rather than anticipated durability of per-
formance or other intangible features.

In theory, prices used for the index should in-
clude all applicable taxes and credit charges, as
explained in chapter III. In practice, prices are
cash prices. Although credit charges are in-
cluded in the weighting structure, they are not
priced because of practical difficulties of collect-

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



ing data and measuring changes for the index
in a consistent manner, and not on conceptual
grounds. The effect of sales and excise taxes is
reflected in the index by a separate operation so
that the prices for individual items can be tabu-
lated and processed excluding taxes, to reduce
tabulating costs.

Specification Pricing 76

Underlying the BLS pricing procedures is
“gpecification pricing,” the chief tool since 1934
for defining similarity and insuring constant
quality of goods priced. Specification pricing is
practiced for the great majority of commodities
in the index and also for many of the services.
A specification is a detailed description of the
physical characteristics of an item which are
judged to determine its quality and influence its
price. It may include features which aid in iden-
tifying an item from one pricing date to the
next and from one store to another. For a few
items, the brand name or the model number, as
for automobiles, also becomes part of the defined
quality. The BLS relies on assistance from pro-
ducers and retailers as well as on its own pric-
ing experience in developing original specifica-
tions and in making changes to meet new
market situations. A specification does not de-
lineate a precise quality, since to do so would
preclude obtaining enough price quotations. In-
stead, it defines a relatively narrow range of
qualities, within which prices are averaged for
the index and outside of which they are not.
There is considerable variation among different
commodity groups as to the precision possible.

Scattered throughout the CPI complex of
items are some for which nationally advertised
brands command a distinct premium over so-
called local brands. To obviate occurrence of
spurious price changes by substitution of one
type for another, a few of the specifications,
such as hosiery, dungarees, men’s shirts, and
beer, specify national or local brands. The desig-
nation of “nationally advertised” brands is pre-
scribed by commodity specialists. That such list-
ings are not made more extensively is due chiefly
to the difficulty of keeping brand lists complete
and up to date. For most items in the national
index, however, it is believed that the effect of

8 Ibid,, see also Average Retail Prices: Collection and Calculati

substitutions from national to local brands and
vice versa tends to balance out.

BLS specifications involve an elaborate system
of regular and alternative specifications, choices
of noncomparable features within a general spec-
ification, and city and outlet deviations. The
system has evolved as a means of coping with
the variety of kinds of goods and services and
qualities offered in the market place. The par-
ticular nomenclature of the system signifies for
pricing agents and tabulating clerks the appro-
priate procedures for making price comparisons
from one period to the next.

The Price Statistics Review Committee en-
dorsed specification pricing in principle but rec-
ommended adoption of a more flexible system.
Partly because of its recommendation, but also
because of the fact that independent selection 77
of outlets without regard to availability of par-
ticular specifications was incompatible with
rigid specification pricing, the Bureau revised
its procedures for the new index to some extent,
while maintaining the fundamental aspects of
specification pricing.

Rules for the new index permit pricing of
regular and alternate specifications, or choices
within specification, and even volume-selling
items deviating from specification if necessary.
However, in measuring price change for the
index, the same quality is compared from period
to period within any one outlet. For example,
for men’s shirts, the agent may choose within
any one outlet nationally advertised or not na-
tionally advertised brands, and within each,
wash and wear finish with a range of thread
count of 136x60—68 or residual shrinkage 1 per-
cent or less with a thread count of either 136x60
or 128x68. However, she prices the same qual-
ity at subsequent periods. Although the agent
attempts to price to a preferred specification, she
is permitted to price an item fitting an alter-
nate specification or deviating from specification
in major or minor respects. For example, the
specification for upholstered living room furni-
ture calls for inexpensive grade covering and
includes a sofa with two cushions. Medium or
good grade covering would be judged a major
deviation; a sofa with three cushions a minor
deviation. The agent records the nature of the

Techniques and Problems (BLS Bulletin 1182, 1955), for a more com-
plete description of specification pricing.

T See chapter VIII, “Outlet Samples, 1964 Index,” for a descrip-
tion of sampling techniques.
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deviation in detail. In effect, this implies a sys-
tem of outlet specifications described by the
pricing agent.

Items deviating in minor respects are treated
as meeting specifications. Price differences aris-
ing from alternate specifications or major devia-
tions are not considered legitimate price change
for the index. Such prices are introduced by
“linking”’; in other words, the difference in price
level between the specification quality and the
deviating quality is not treated as a price change
at the time of introduction.

This adaptation of pricing principles has ma-
terially reduced the usefulness of the index price
data for purposes of intercity and international
comparisons, budgets and family allowances
studies, and market analyses. Supplementation
of prices collected for the index is essential to
achieve reliable measures of average prices at
a point in time.

Price Collection

The majority of priced items can be grouped
into classes—food, rent, commodities other than
food, and services. Prices may be obtained by
mail, by personal visit, or telephone, or from
manuals and other secondary sources. Prices are
obtained from the same sample of reporters in
successive periods. Any necessary changes in
the sample are introduced by linking. In all
cases, cooperation of reporters is entirely volun-
tary.

Pricing by personal visit is governed by gen-
eral rules but with numerous adaptations and
exceptions for particular situations. These are
prescribed in detailed specification and collec-
tion manuals.”™ These manuals are looseleaf, and
are kept up to date by regular monthly revisions
to take care of market changes or to introduce
better procedures. At the first pricing of a
specification, the agent, by consultation with de-
partment managers, determines the volume-sell-
ing item within the specification in each outlet,
or for a few items, notably appliances and rayon
dresses, several volume-selling brands. By this
means, a sampling of different brands and styles
is accomplished for the outlet sample as a whole.
The agent continues to price the identical item
in each outlet each pricing period as long as it

7 These manuals are available for study by interested persons, on
request to the Bureau.
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is stocked and sold in reasonable quantities. If
the item previously priced is not available in a
store, the agent selects a substitute, also con-
forming to the same specification if possible.
Except for those items for which pricing is con-
trolled by brand name, any difference in price
between the item originally priced and a new
one meeting specification is reflected as price
change for the index.

Food

Food prices are collected in 1,775 food stores
by personal visit by part-time agents during 3
specified consecutive days each month in each of
the 56 index cities (50 prior to January 1966).
Even though all prices are not identical for all
stores of a chain organization, in most cases only
one outlet is priced to represent all stores of the
chain organization within an SMSA. This ap-
pears to be the most efficient allocation of re-
sources among stores. When chains are known to
operate stores having different pricing policies,
more than one store may be priced. A few major
chains require collection of prices from the cen-
tral office or district warehouse.

The agent relies on a manual of specifications,
which are generally less detailed and precise
for food than for other commodities and serv-
ices. The price is observed by inspection of price
markings of items on the shelf or, where items
are not marked, prices are obtained from the
store manager or a designated clerk. In most
cases the price is the one prevailing on the day
of the agent’s visit, including multiple unit
prices, sale prices, and specials. For fresh meats,
poultry, and fish, which are sold only on week-
ends in some stores, the agent is permitted to
report the price in effect for the previous week-
end. Prices are collected on Tuesday, Wednes-
day, and Thursday of the given week in order
to incorporate both first-of-the-week and end-of-
the-week prices. A store is usually scheduled for
pricing on the same day each month. Stores
priced on Thursday represent a little less than
half the total weight and about three-fourths of
the chain weight.

The agent carries a schedule, containing
prices collected for the previous month, together
with complete descriptions of the item priced.
At subsequent visits, the agent prices the iden-
tical items, except that if another meeting spec-
ification outsells the one originally selected by
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as much as 2 to 1, she substitutes the new item,
prices of which are compared directly. The 2 to
1 rule is a rule of thumb, set up to balance the
need for maintaining comparability against the
requirement for pricing popular items. Substi-
tutions and unusual price changes are carefully
explained in agent’s narrative reports.

Other Commodities and Services

Pricing of other commodities and services is
costly ; largely for this reason, the outlet sample
size for any one item is considerably less than
for food, usually 4 to 6 outlets. However, for
nonfood commodities and services as a whole,
about 16,000 outlets are contacted by Bureau
agents. Pricing is done on the regular monthly
or quarterly cycle shown in appendix table XII.

Identification and control of quality is more
troublesome for these items than for food, and
the specifications and pricing rules are more
complex. Field work is carried out by full-time
agents who undergo very intensive training and
work under the immediate supervision of a
more experienced agent before undertaking in-
dependent pricing. In addition to the specifica-
tions, agents are provided with lists of illustra-
tive brands, swatches, and other guides to qual-
ity for purposes of identification. Collection in a
single city and its suburbs extends over a period
of several weeks to a month and occupies the
time of several agents in the largest cities. A
few items—fuel, telephone, public transit, ete.
—for which identification of quality is fairly
simple, are reported monthly by mail question-
naire.

In addition to the rule for initial selection of
the largest selling item conforming to specifica-
tion, the one chosen must be regularly sold up-
to-date merchandise in good condition, and it
must be available in a reasonable assortment. If
nothing to fit specification is available in a store,
the agent prices an item “nearest to specifica-
tion” and describes in detail the features which
deviate from the specified quality. She distin-
guishes carefully between trivial points which
really do not affect price or quality and major
deviations which do. The agent’s notations gov-
ern decisions in the Washington office on the
proper method of introducing these prices into
the index.

Brand name within specification is an addi-
tional controlling factor in the pricing of auto-
mobiles and heavy appliances. For appliances,
a volume-selling brand from each of two manu-
facturers is selected in each store and price com-
parisons are restricted to identical brands.
Manufacturers’ descriptions at each year’s
model changeover provide information as to
which specific model shall be compared with the
last year’s model. For automobiles, prices for
each dealer include customary optional equip-
ment.

Once chosen, the same item is priced as long
as it is available in reasonable supply. If it is
only temporarily out of stock, the agent asks
for the last regular price in effect since the 15th
of the previous month. In most cases, she re-
ports the regular price-tag price, apparent from
personal inspection of the merchandise. Sale
prices are accepted provided the sale lasts at
least 1 week and the merchandise is available in
good assortment and in good condition. Clear-
ance sales are excluded. These restrictions on
use of sale prices insure use of popular, gener-
ally available items. Discounts and concessions
are deducted from the price recorded if they
apply generally to all customers. For automo-
biles, electrical appliances, TV and radio sets,
and tires, for which bargaining between buyer
and seller is customary, the agent seeks the re-
porter’s estimate of the average concession (or
overallowance on a trade-in). No acceptable
procedure has yet been developed for handling
“tie-in sales,” trading stamps, or special deals
which is consistent with the constant-quality-
constant-quantity concept of the index.

Services

Pricing procedures are substantially the same
for most services as for nonfood commodities.
In many service establishments, for example,
beauty and barber shops, bowling alleys, movies,
laundry and dry cleaning establishments, ete.,
fees are standard posted prices just as in other
retail establishments. There are many service
reporters, however, such as doctors, hospitals,
repairmen, contractors, lawyers, and funeral di-
rectors, for whom prices cannot be observed but
must be obtained by interviewing the reporter.
For some of these, prices depend upon the
nature of a particular job. In such cases the
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agent requests the typical or most common rate
for a specified service.

Rent

The great variation in characteristics of hous-
ing units makes specification pricing of rents,
home purchase, and property tax an unsuitable
technique. Techniques for dealing with home
purchase and property tax are discussed in
chapter X. Change in rents is measured from
large samples of rental units which include the
same units at successive periods. No substitu-
tion of nearby units is permitted. Until the
1964 revision, BLS followed a practice of mak-
ing recurring dwelling unit surveys in each city
about every 3 years for the purpose of gradual
revision of rent samples. Units from newly
developed areas of the city were added system-
atically; existing areas were relisted and new
units substituted. During the 1964 revision, rent
samples were completely redrawn and a system
similar to the recurring dwelling unit surveys,
but less costly, is being planned as a means of
replenishing rent samples.

Since new units are customarily linked into
the sample the difference in rent level between
new units and existing units is not reflected as
rent change for the index. This gave rise to the
“new bias” in the rent index for which correc-
tion was made as part of the interim adjustment
in 1950 described in chapter 1.

In the same direction as the new unit bias in
the rent procedure is the “aging bias” arising
from the obvious fact that a rental unit is 1
month older each month and can be presumed to
be worth less. It follows that prices for units of
identical quality would be higher. No adequate
means of adjusting for this have been developed
but it is not considered serious for short-run
movements.

Monthly rent charge is obtained in each city
by part-time agents every 2 months or every 3
months by personal visit or telephone inquiry
to tenants of specified units in different samples.
In most cities, two subsamples of up to 500
rental units each are drawn, with each sample
priced semi-annually in different months. Thus,
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information is acquired for 1 of the 2 samples
each quarter. In the five largest cities, three sub-
samples of 500 each are contacted semiannually
in different calendar months, providing data for
one of the subsamples every 2 months. When-
ever a change from the last collection is reported
for a particular rental unit, the date of rent
change is noted. This method permits calcula-
tion of rent change retroactively for any desired
period and provides a basis for incorporating
an adjustment of earlier “error” in earlier sub-
samples in the current month’s index level.
Since back data are not corrected, this procedure
results in a less exact measurement of current
price change, although it yields a more correct
long-term measure.

Rent measurement is complicated by the need
for data in each period concerning the particular
facilities furnished and included in the rent
charge. Inability to obtain such data success-
fully by mail, as well as a high nonresponse rate,
accounts for abandoning the mail questionnaire
formerly used. The agent uses a detailed check-
list covering fuel, gas and electricity, telephone,
garage, furniture, water, maid service, switch-
board service, etc. The Bureau either adjusts
the monthly rent for the estimated value of any
changes in facilities included or links out the
effect of the changes. The estimated values are
for the specific housing unit when they can be
ascertained. Otherwise predetermined factors
representing typical or average values derived
from other sources apply.

Mail Collection

Price collection by means of a mail shuttle
schedule is followed for a few items in the in-
dex, including fuel, gas and electricity, public
transit, water rates, and newspapers. These are
items for which identification of quality is fairly
simple. A few other items, notably automobile
and property insurance rates, are obtained from
published rate manuals.

Prices for a number of items in the index re-
quire special techniques or come from secondary
sources. Pricing procedures for these will be
discussed, along with processing procedures, in
the following chapter.
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Chapter X. Calculation Procedures*

As explained in chapter III, the index is a
base-weighted index of price relatives. In prac-
tice it is not calculated directly with reference
to the base period but, for convenience, by up-
dating the previous month’s index according to
the formula:

s =i

in which:

—
=
l

= the index for the current month (currently
with reference to 1957-59=100)

i = current month

p = price of an individual sample item

q = physical quantity weight allocated to the

sample item
a = period to which index weights relate (cur-
rently average of 1960—61.)

This is mathematically equivalent to a quantity
weighted index:

1,= 2@ 5 109
V(XN
It is not exactly equivalent to a true Laspeyres
index:

- Z(P iqo)
I Z)(poqo)xmo
where the weights of the index refer to the
mathematical base of the index (o).

Although constant physical quantity weights
are implicit in the index, in reality the constant
q’s are not calculated separately. Rather, the
price relatives p;/pi— or pi/pi—s are applied to
the previous month’s (p;Qa) or previous quar-
ter's (pisq.) values to derive the current
month’s values, p; q.. This practice is used be-
cause chaining together monthly or quarterly
price changes to construct current pq values
provides requisite flexibility for substitutions of
items, outlets, and weights.

* Much of the material in this chapter was included in a2 prelimi-

nary report, The Consumer Price Index: Pricing and Caloulation
Procedures, op. cit.

Since the market basket priced for the index
is a sample of all items and services purchased
by consumers, each “q.”’ is in some sense a com-
posite of the bundle of goods and services repre-
sented by each priced item. The “p’s” refer to
the sample item priced. The “q’s” are not addi-
tive, as are the expenditures, from the basic
family expenditure survey. Synthetic ¢’s could
be computed, if there were any reason for so
doing, by dividing the base price of each sample
item into the total expenditures by consumers
for the bundle of items represented. But such
q’s would not be meaningful in view of probabil-
ity selection of items and the way in which
weights were allocated to the probability items.
(See chapter VII for explanation.) These im-
plicit ¢’s will remain fixed as long as the sample
of items and reporters remains unchanged.
Since links of one sort or another due to specifi-
cation revisions, outlet replacements, ete., occur
frequently as part of ordinary maintenance,
calculation of the index by multiplying prices
by quantities is much more difficult than chain-
ing price relatives.

Until January 1966 the indexes were not ad-
justed for seasonal variation in prices.”™ Sea-
sonal factors based on the old series were pub-
lished, permitting users who wished to do so to
calculate seasonally adjusted indexes.t® With the
January 1964 revision, these factors became of
questionable value for adjustment of the new
series indexes, except for major group totals.
With the January 1966 release the Bureau initi-
ated regular publication of seasonally adjusted
U.S. indexes for those groups and subgroups
having significant seasonal variation. The all

™ Victor Zarnowitz, in Staff Paper 5, “Index Numbers and the
Seasonsality of Quantities and Prices,” prepared for the Price Sta-
tistics Review Committee of the National Bureau of Economiec Re-
search in 1959-60, pointed out that the real problem was how to
reflect seasonal variation in prices and consumption, not how to re-
move the seasonal element. He also maintained that use of annual
weights amounted to partial adjustment for seasonal variation, at
least for quantity consumption weights.

% See Seasonal Factors, Consumer Price Index: Selected Series,
June 19583-May 1961 (BLS Bulletin 1866, 1963).
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items index was not adjusted because there is
so little seasonal variation.

Linking Old and New Series

Although the Consumer Price Index has un-
dergone at least three major weight revisions,
three changes in base period, as well as con-
tinuing changes in reporter samples, specifica-
tions priced, and processing procedures, con-
tinuous indexes are shown in historical tables
from 1913 to date. This is made possible by
“linking” or “splicing.” This means double cal-
culation for a single date of old and new sam-
ples, with old samples or weights used for
comparison with earlier periods and new sam-
ples or weights for comparison with later
periods. In theory, this presents no problems,
but in practice it presents difficult operational
problems.

In the comprehensive revision of the index
completed in January 1964, indexes for the
U.S., both for families and single workers com-
‘bined and for families only, for all items and
for component groups, start at the level of the
December 1963 (link month) indexes previously
computed. New (1960-61) expenditure weights
and average prices, as well as the old series
weights and prices, were adjusted to or com-
piled as of December 1963. New data were
substituted for the old December data and as-
signed the numerical level of the previously pub-
lished indexes.

Linking may be accomplished either by multi-
plying the link month (December) index by
subsequent price changes or by computing a fic-
titious reference base period value comparable
with revised weights. This reference value is
computed by dividing the revised expenditure
weight for the link month by the index for the
‘link month previously computed with old
weights. Subsequent indexes can be computed
with reference to this value. In actual prac-
tice,3 current month’s indexes are usually com-
puted by multiplying current index pq values
by a base reciprocal obtained by dividing the

5 To {llustrate, assume link month index of 125.0 and revised

weights of $500 and current period weights of $600, then the current
period’s index is 150.0, calculated:
600
(a) 125.0 X T
600 600
® = 1260r 4

125
i 0 25
(c) 600 X 50001-6 0 X .2
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link month index by the new expenditure
weights.

The average price change for all items from
the 1957-59 base to any date after December
1963 is the product of the average change up to
December with old weights and after December
with new weights. All other links—of stores or
specifications—which pervade the index system,
are based on the same principle.

Staggered pricing cycles, unavailability of
prices for all items in the link month, reclassifi-
cations of items, and other difficulties greatly
complicate the linking process in its details.
Built into the U.S. indexes for December 1963
are estimates for cities last priced in October
and November. In the going index, quarterly
changes from October or from November are
applied directly to the October or November
index cost-weights—thus eliminating, from the
longrun index movements, errors in December
estimates. Across the December 1963 link
month, only an imperfect correction is possible,
due to differences in the sample of items and the
relative weights in the two indexes. Quarterly
change for the new samples of items, outlets,
and cities straddling the December 1963 U.S.
link is conceived of as replacing quarterly
change measured by the old samples.

In the linking operation, overlap items and
overlap cities presented different problems from
new items and new cities. Gasoline, for ex-
ample, caused serious difficulties in the overlap
cities because of its large weight and the preva-
lence of “price wars.” Depending upon the
particular date of price collection for old and
new limited samples of gasoline stations, re-
ported price changes varied greatly. Special
care was hecessary to make sure that both the
substantial reductions to sale prices and the
subsequent returns to regular prices were
handled consistently in the old and new series
across the link month. For example, a reduction
might be reflected in the old index sample but
not in the new, if the former sample was priced
early in the month and prices returned to regu-
lar price before the new sample was priced.

Seasonal items not available in the link month
were, in most cases, imputed to the movement
of other priced items until prices became avail-
able for two pricing periods. Overlap items in

‘overlap cities could be treated consistently for

old and new series.

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



Processing, General

After collection and, in some cases, tabulation
of prices, the processing steps for the index
include all or some of the following:

1. Editing and adjustment of prices for com-
parability from one period to the next.

2. Calculation of price relatives p:/p— for
each item, based on average prices for the same
reporting outlets in two consecutive periods.

8. Calculation of current values (p: g.)—base
quantity at current prices—generally termed in-
dex cost weights or expenditure weights.

4. Aggregation of p: q. values by city.

5. Estimation of unpriced cities and aggre-
gation of city p: q. values to U.S. totals.

6. Calculation of indexes on base period.

If dollars and cents prices are to be published,
as for food, additional processes are required.

Editing

The first major step in processing prices is a
careful review of each individual quotation and
quantitative adjustment of prices, if necessary
and possible, for comparability of quality with
the last price reported for the same outlet. This
is a key operation. The accuracy of the final
index depends in large measure upon the com-
posite of all the individual decisions made in this
phase. Editing rules are made as objective as
possible, but professional judgment also comes
into play. When possible, blanket instructions
are issued to insure consistent handling of like
situations at every occurrence.

If identical items (brand, size, etc.) are
priced in an outlet in adjacent periods, any dif-
ference in price is true price change and is so
reflected. If, however, a new item has been
substituted, a decision is made as to whether
(1) the prices of the two shall be compared di-
rectly, (2) the price difference shall be linked
out of the current period’s comparison, or (3)
preferably, but contingent upon required data,
a quantitative adjustment of the reported price
for the value of the difference in quality shall be
made. Direct comparison of prices of different
items may incorporate in the index the effect of
quality difference. Linking so as to eliminate
the entire price difference may exclude some real
price change, since, characteristically, many
price adjustments are effected by manufacturers

concurrently with product changes. Use of quan-
titative adjustments is limited because of the
difficulty of obtaining the information for deter-
mining appropriate factors for each of the hun-
dreds of substitutions occurring throughout the
country.

Changes in quality occur for goods produced
at different times which are seemingly iden-
tical. In the main, the changes creep in so
gradually as to be undetectable. Moreover, the
changes normally lie within the range of quality
defined in the specification.

In keeping with the theory of specification
pricing, prices of substitute items fitting a given
specification almost always are compared di-
rectly with the previous month’s price. Any
change in price due to the small spread in
quality within specification is accepted for the
index. Occasional exceptions are made for items
such as furniture, for which identification of
quality is especially difficult, when substitutions
are made from one end of the range to another.
In such cases, the linking procedure described
in the following paragraph may be used.

Substitutions outside the quality range of the
specification usually are linked, because quanti-
tative evaluation of quality differences is seldom
possible. When prices are obtainable concur-
rently for old and new items, the market price
differential can be considered a measure of the
value of the difference in quality. More often
than not, however, substitutions occur because
the previous item has been discontinued. Care-
ful decisions must be made by commodity spe-
cialists on the basis of their own knowledge and
field agents’ notations as to the degree of varia-
tion from the quality last priced. Frequently,
offsetting quality changes are involved. Minor
deviations from specification are disregarded
and their price differentials accepted as price
change: major deviations are either excluded at
the first pricing or adjustments made for the
quality difference. In subsequent periods, if
prices of the same deviating item are available
for two consecutive periods, major deviations
are included in the calculation of price relatives
along with those conforming to specification.
This is done by the ordinary linking procedure,
i.e., the average price for the previous period is
recomputed to include the price of the deviating
item which had been excluded, because of lack
of comparable prices for the previous period,
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and the recomputed price is compared with the
price for the current period which includes the
deviating item.

In most instances, it is not possible to obtain
precise evaluations of quality changes, even for
commodities which have easily identifiable
physical characteristics. The refrigerator, which
is subject to annual model changes, illustrates a
number of the problems encountered. The cur-
rent CPI specification describes a refrigerator-
freezer with two outside doors and a true
freezer at the top. The specification permits a
size range of 11.5 to 14.5 cubic feet and allows
the pricing of both “frost-free” and conven-
tional defrost models. It is obvious that such a
specification permits a fairly wide latitude in
selecting models for continuous pricing within
any one outlet and that all models priced are
not comparable. The inclusion of more than one
“quality” in the specification is necessary in
order to obtain a sufficient number of quotes for
all brands carried in reporting outlets. The
problems caused by substitution of a model with
automatic defrost for one without this feature
are taken care of through provision for separate
choices, identified in the specification. Substi-
tutions of one for the other are routinely linked
into the index, in the same way as alternate
specifications. Substitutions of different size
refrigerators within the range permitted by the
specification are somewhat more difficult to
evaluate, since other features may also be added
or deleted at the same time the size is changed.
Other things being equal, however, a size dif-
ference between models of 0.4 cubic feet or less
has been considered a minor quality difference
and prices are compared directly. Greater dif-
ferences in size are considered major and prices
of the new models are linked into the index,
even though they may both meet the specifica-
tion.

Because of the larger sample of quotations for
food than for other commodities and services,
as well as greater uniformity in goods pro-
duced, editing of food prices has been routinized
to a great extent. Prices for foods within an
accepted range of weights are mathematically
converted to a common weight. Prices for dif-
ferent size cans of processed fruits and vege-
tables, for example, are adjusted to a common
size on the basis of the estimated relative weight
of contents. In a few cases, special factors based
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on usual market differentials are employed to
adjust to a given standard quality.’? Prices
seriously out of line are excluded from the calcu-
lation and followup inquiries are made to the
field agent for the next pricing. For nonfood
items, the small number of quotations requires
careful editing and inclusion of every quotation
reported, if at all possible.

Calculation of Price Relatives by City

To avoid the complications of positive and
negative changes, the Bureau utilizes price rela-
tives rather than percentage increases and
decreases. A price relative is the ratio of price
in the current period to that of a previous period
times 100, e.g., if a $10 item advances to $12,
the price relative is 120; if it drops to $8, the
price relative is 80.

Price relatives between two dates for a specifi-
cation can be computed in at least three differ-
ent ways: (1) the relative of average prices
for identical outlets, (2) the relative of aver-
age prices for all reporting outlets, (8) the
average of price relatives for reporting outlets.
All three methods may be employed with or
without internal weights. The three yield dif-
ferent answers. Although instances of each can
be found within the CPI labyrinth, the first
method (without internal weights) has been the
most commonly used.

Method 2, the relative of average prices for
all reporting outlets, is generally considered less
efficient for measuring price change than
method 1, because any difference in average
prices due to the difference in the outlet sample
is reflected as a price change for the index.
For example, if the highest priced outlet drops
out of the sample between period 1 and period
2, a price decrease would be reflected in the in-
dex, even if no prices changed. Therefore, this
method is used only when the universe or at
least a large number of reporters is included in
the sample, as for foods in large cities. In such
cases, no one reporter exerts undue influence on
the average.

The choice between the relative of average
prices (method 1) and the average of outlet
relatives (method 8) rests largely on the range
of prices. Method 1 implies equal weights in

8 For example, prices of U.S. good grade rump roast or rib roast

are adjusted upward by 10 percent to make them equivalent to U.S.
choice grade. . .
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terms of quantities of the given specification
represented by that outlet. As for any arith-
metic average, the relative price levels are
implicit weights in the average. Method 8 im-
plies equal weight in terms of dollar sales,
rather than quantities for each outlet, and in the
first of each of two periods being compared. It
is inconsistent with the Laspeyres fixed quantity
weighted formula, since the implicit quantity
weights (dollar sales divided by price) are not
held constant. The relative of average prices
will show a greater average change than the
average of outlet relatives when the highest
priced reporters experience the greatest change,
and conversely a smaller change if the lowest
priced outlets have the greatest change.

Most often, the average of relatives method
yields larger average increases than the rela-
tive of average prices. Evidently this is because
in actuality, both price increases and decreases
tend to be proportionately greater for lower
priced than for higher priced goods.

Method 1 compares the sum of prices for
matched outlets in two periods, i.e., those for
which comparable and usable prices are avail-
able both for current and previous periods.
Average prices are not needed nor are they ordi-
narily computed. If items conform to specifica-
tion in all outlets the spread of prices is small
and outlets receive approximately equal weight.
If, however, there is a wide disparity among
outlets in the level of prices, as when deviations
from specifications are encountered, the highest
priced outlets have a disproportionate effect on
the average change. Relaxation of specification
pricing for the revised index has made this a
more serious problem. However, in preference
to using method 8, averaging price relatives for
each outlet, to cope with the problem of wide
price ranges, which is not consistent with the
fixed quantity weighted formula, quality adjust-
ment factors are being used more extensively
to adjust prices to a comparable basis, permit-
ting use of method 1.

Normally sale prices pose no problem. They
are treated as legitimate price change. De-
creases to sale prices and subsequent returns to
regular prices are handled automatically. It
may happen though, that the initial price col-
lected for a store is a sale price. An increase
from such a “first” at the next pricing period
is eliminated from the index on the basis that

the decrease to the sale price had not been re-
flected previously.

Special Procedures

Collection and calculation procedures for
many items in the index do not correspond to
the general ones described. Among these are
restaurant meals, women’s dresses, home pur-
chase, mortgage interest, property tax, property
insurance, telephone, used cars, health insur-
ance, college tuition, college textbooks, maga-

zines, paperbacks, transportation rates, and
hotels.

Restaurant Meals

For restaurant meals, first priced for the in-
dex in 1953, specification pricing and regular
procedures apply only for breakfasts. For
lunches and dinners, specification pricing is im-
practical. Instead, a procedure is used which
bases price changes on a comparison of a num-
ber of identical meals within each restaurant.
This is analogous to the procedure followed for
rents. A master listing of 46 entrees, classified
as beef and veal, pork and lamb, poultry, fish
and seafood, meat-food combinations and meat
substitutes, hot sandwiches, and cold sand-
wiches, has been established. Where printed
menus are available, the agent usually picks up
the menus for each day of a given week. If
printed menus are not available, she copies from
records the prices of all meals on the master list-
ing which were offered on the day of the visit.

Restaurant meals are treated as a monthly
item in all cities. The total sample for each city
has been divided into three independent sub-
samples. Because prices in any one restaurant
change infrequently, only 1 of the 3 subsamples
is priced each month; prices in the unpriced
subsamples are held constant. This procedure
enables the Bureau to use a larger sample of
outlets than it could handle if all outlets were
priced each month.

The tabulating clerk selects a specified num-
ber of entrees from the master list for each
class, up to a maximum of 11 for lunch and 10
for dinner in each restaurant. The total price
of combination meals—entree, one or two vege-
tables, beverage, and dessert—is built up from
combination meal prices plus a la carte prices
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of any of the specified components not included.
Sandwich meals include sandwiches and bever-
age only. Prices are compared from one quar-
terly period to the next for the particular meals
available in the two periods in each restaurant.
After a lapse in pricing, if a particular meal
is again offered and used in the index, the cur-
rent price is compared with an “implicit” price
for the previous period, which is computed by
adjusting the last reported price by the price
change for the restaurant reflected in the index
during the intervening period.

Outlet relatives are computed based on the
sum of prices for the particular meals offered in
a restaurant in two consecutive pricing periods.
Adjustments in the total price of a combination
meal are made so that the components of a meal
are comparable in the two periods; no attempt is
made to adjust for changes in size of portions.

Women’s Dresses

Style and workmanship, rather than fabric
and other physical characteristics, predominate
as price-making factors for women’s inexpen-
sive dresses. Consequently, normal specification
procedures have proven to be ineffectual. Two
broad workmanship standards, with little if any
restrictions on fabric, have been established for
the pricing of women’s inexpensive street
dresses, which are made chiefly of manmade
fibers. Four volume-selling items are selected
separately in each store at each pricing and
direct comparisons made between the average
prices of all quotations combined in successive
periods.

Homes and Used Cars

In sales of homes and used cars, identifica-
tion of quality is difficult. Specification pricing
is not feasible and neither is the system of
identical units used for rents. For these items,
transactions reported to secondary sources
furnish a basis for prices realized on actual
sales in the market. Average prices for broad
quality classes combined with fixed weights
minimize the effect of quality on the realized
price. Prices of homes are converted to price
per square foot and reflected in the index by
3-month moving averages to eliminate erratic
fluctuations in each month’s index.
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The data for used cars are not available for
individual cities. Averages for a single State,
or for two States, depending upon the cities’
market areas and the number of sales per
month, are used. Data are confined to two
makes, Ford and Chevrolet, but they are not
standardized in terms of equipment and acces-
sories included. The reporting source edits out
prices of cars in poor condition. In addition,
other extreme values are edited out either by
the reporting agency or by BLS. Similarly,
average prices of homes are not standardized
and prices for larger areas sometimes replace
the limited city samples.

For houses, age breaks (based on year built)
within two major classes, newly built and previ-
ously occupied, are maintained; for used cars,
specific price series and body styles are desig-
nated for 2-, 8-, 4-, and 5-year old models of
standard-size Chevrolet and Ford cars. Once a
year a shift is made to homes and used cars 1
year newer. For both, BLS takes account of the
gradual aging within a calendar year through
a system of averaging prices a year apart
in age with gradually shifting weights every
month. Looked at another way, the difference
in price between houses or cars a year apart in
age is considered a measure of the annual de-
crease in value due to aging. Adjustment for
this factor is made in comparing prices for a
given age from 1 month to the next.

Mortgage Interest

Mortgage interest for the CPI is considered
the price of borrowing money for purchase of a
home, or the total interest obligation originally
incurred. The index strives to measure the

" change in the amount of interest required in

current markets at current rates to buy houses
of the same quality and at the same ratio to
purchase price as in the base year. The change
incorporated in the index is the product of
changes in rates on new loans and in. purchase
price.

Rates on conventional loans for each SMSA
and State totals for non-SMSA’s, are obtained
from special tabulations from the comprehen-
sive monthly survey of loans on purchases of
homes by all types of lending institutions, con-
ducted by the Federal Home Loan Bank Board.
Average interest rates on loans in designated
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guality cells—specified purchase price classes of

newly built and of previously occupied homes—
are combined for eack: CPI city with weights.
representing the total amount of loans in these
classes, in a reference period. The two rates
for conventional loans are averaged with FHA
and VA rates, the weights representing the total
amount of interest contracted on the four types
of loans in a reference period. These internal
weights are revised annually as new data are
compiled. The base period amount of the loan
is adjusted every month by the CPI change in
purchase price of homes. By this means, the
amount of money borrowed is kept at the same
proportion of the value of a house as in the base
period. A further description of BLS procedures
appears in “Housing Costs in the Consumer

Price Index,” Monthly Labor Review, February -

and April of 1956. The procedures described
have remained essentially the same.53

Property Tax

Tax assessors or other central sources in each
city provide property tax data annually for a
predetermined probability sample of addresses
selected from the Bureau’s comprehensive hous-
ing unit surveys. The tax change which is re-
flected in the index once a year is based on a
comparison of the fotal annual taxes paid in
successive years for the fixed sample of ad-
dresses. Adjustments eliminate the amount of
change in taxes due to special assessments or
capital changes in the property.

Property and Automobile Insurance

Property insurance rate manuals on file at
BLS for every rate jurisdiction within the 56
urban places in the CPI make possible complete
monthly pricing of property insurance rates.
Three-year premiums for fire insurance for
brick and frame houses of a specified value of
house are added to those for extended coverage.
The specified house value is median value of
owner-occupied homes from the 1960 Census,
adjusted regularly by changes in purchase price
of homes. Changes in insurance premiums due
to changes in house prices as well as rates are
reflected as price change for the index. Rates

# Bxcept that base weight represents interest contracted for half-
term, See chapter VIIL,

for comprehensive homeowners’ insuranee are
treated separately, but in a similar way.

Automobile insurance rates are also obtained
from rate manuals. Rates for eompanies eon~
forming to standard casualty bureau rates and
for deviating companies are represented in the
sample. Replicated samples of companies and
rating territories within each SMSA are drawn
and rates are combined with internal weights
representing relative volume of business. Rates
are obtained for specified models priced as new
cars for the index and judged to be comparable
from year to year.

Telephone

In cooperation with all the telephone com-
panies operating in index areas, it has been
possible to set up complete pricing of all tele-
phone services. A base weight structure, as of
June 1963, was developed from complete rate
and usage data obtained from telephone com-
pany records. The base weight structure was
clagsified in accordance with the appropriate
rate groupings applicable in each CPI metro-
politan area. Changes in rates for all classifica-
tions of services in an area, including intra- and
interstate toll calls, are obtained monthly by
mail from the reporting telephone company.
These changes are applied to the fixed base
period values to derive average price change
monthly in each city. It is expected that these
internal weights will be revised periodically.

Health Insurance 8¢

The weight for health insurance in the CPI,
as for all other items, represents direct expendi-
tures by the index population and excludes the
portion paid for as fringe benefits by the em-
ployer.

Until 1964, premium rates for the most
widely held family group hospitalization and
surgical insurance plans in each city were re-
ported monthly by the Blue Cross and Blue
Shield Organizations. Commercial carriers were
not represented. In addition to the rates, local
plans furnished an evaluation on a propor-
tionate basis in terms of the three major reasons

8 For a more complete explanation, see article by James C.

Dsaugherty, “Health Ingurance in the Revised CPL,” Monthly Labor
Review, November 1964, pp. 1299-1800.
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for the changes in rates: those attributable to
changes in costs of covered services; those asso-
ciated with changes in utilization, i.e., changes
in total claims paid; and changes in benefits.
Changes in rates which were associated with
differences in benefits were considered quality
differences and, as such, were factored out of
the index calculation.

In the 1964 revision, following extensive dis-
cussions with insurance representatives, the
use of premiums was dropped, mainly because
of inability to make accurate adjustment for
changes in benefits covered, and the difficulty of
determining and pricing representative plans
offered by private carriers. Instead, health in-
surance is represented by prices for hospital
and professional services and drugs for which
insurance benefits are paid, plus an adjustment
for the retained earnings or overhead cost (the
excess of premium income over claims paid
out).

Expenditure weights for the claims portion
were assigned to medical services, most of which
were already in the sample to represent direct
expenditures. The base weight for the overhead
portion was divided between Blue Cross and
Blue Shield plans and private carriers on the
basis of data for 1960. The overhead weights
will be escalated for price change from month
to month in each city on the basis of the aver-
age change in prices of the claims portion.

The annual adjustment of changes in the ratio
of retained earnings to income will be based on
national financial data for Blue Cross-Blue
Shield plans and for the commercial insurance
carriers, as reported to the Social Security Ad-
ministration. For convenience, the calculation is
carried out by expressing retention ratios as a
proportion of benefits rather than total income,
since the cost weights for priced services cor-
respond to benefits. These ratios are termed re-
tention factors. The annual relative of change
in the retention factor will be based on weighted
averages of the two ratios for each year, using
data of the previous year as weights. The rela-
tive weights of the two will be adjusted annually
by linking, in such a manner that the change in
proportions of Blue Cross-Blue Shield and com-
mercial carriers is not reflected directly as a
price change.
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Transportation Fares

The General Accounting Office furnishes rail,
intercity bus, and plane fares for selected
specific trips from each CPI city. These fares
are converted to rate per mile.

College Tuition and Hotel Rates

College tuition and hotel rates are not priced
on a city basis, since expenditures by families
for these are customarily made outside of the
home city. Regional probability samples of
hotels selected from the large CPI cities are
priced by BLS agents. Four regional samples of
hotels were drawn and allocated to the rep-
licated A and B subsamples. Hotels (and
motels) are priced on a regular quarterly pric-
ing cycle for each city; rates are held constant
between quarterly pricing periods. All hotels
are combined to obtain monthly price change
for each regional subsample as a whole. The
appropriate regional subsample price changes
are weighted differentially for the cities in each
region according to the importance of travel
from the city to the four regions, according to
the Travel Survey of 1957 by the U.S. Bureau
of the Census.

The total weight for college tuition was di-
vided into a regional and a local weight for each
A and B size city. Because of the absence of
more specific data, the local weight represents
fees for students who are residents of the State
rather than the city, as determined from a spe-
cial study.8® The entire weight in C and D size
cities was considered regional, that is, the same
regional average tuition fee relative was used
for all the C and D cities of the region.

Fees for undergraduates are reported annual-
ly to the Office of Education by public and pri-
vate institutions accounting for more than 90
percent of total college enrollment. For the CPI,
probability samples of 50 institutions each were
selected for each of four regions from an array
of “reliable” institutions (those reporting con-
sistently) arranged within region by type of in-
stitution, by State, and by the amount of full-
time enrollment. Those selected for each region

8 The Home State and Migration of American College Students,
Fall 1958, American Association of Collegiate Registrars and Ad-
missions Officers, Committee on Research and Services, Ohlo Univer-
sity, Athens, Ohio, 1959,
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were assigned alternatively to A and B subsam-
Dles for purposes of replication. These institu-
tions were supplemented by a few additional in-
stitutions in the A and B size cities, for use in
the State samples only. State samples were not
replicated.

Some institutions (mainly public) charge dif-
ferent fees for residents and nonresidents. In
such cases, nonresident fees were used in re-
gional samples and resident in State samples.
The appropriate regional subsample relatives are
used for all cities within a region; the same
“local” relative is used for all cities within a
State.

Books and Magazines

Pricing of books and magazines by specifica-
tion is not practical. Prices of college textbooks
are obtained annually from a small national
sample of nine university and college bookstores,
by BLS agents. Prices are obtained, if possible,
for the principal textbook for a beginning course
in each of 16 subject fields. If no one text can
be designated the key text, prices are reported
for one or more important textbooks, excluding
workbooks and required reading books. When
the text changes from 1 year to the next,
prices of old and new texts are compared direct-
ly, unless one is a paperback and the other a
hardback, which are considered noncomparable.

Prices of magazines and paperback books
come from secondary sources, (1) the ABC
Statement (the semiannual circulation report of
the Audit Bureau of Circulations), and (2)
monthly listings of paperbacks released, pub-
lished by Bestsellers Magazine.

Because of their specialized character and lim-
ited distribution, organizational publications,
publications by professional societies and edu-
cational institutions, and trade journals were
eliminated from consideration for the CPI.

A national sample of 16 magazines of those
issued for general circulation was selected by
probability proportional to importance, using
average circulation in 1960 from Ayer’s Direc-
tory of Newspapers and Periodicals as the meas-
ure of importance. Magazines having circula-
tions of 6 million copies or more were considered
certainty selections.

Pricing of magazines in conventional retail
outlets was ruled out because subscription sales,
which are more important than sales of single

copies, are sold primarily through other chan-
nels and because single copies are traditionally
sold at publishers’ preticketed prices. Circula-
tion and price data are available from publish-
ers’ statements for 6-month periods ending June
30 and December 31. Price categories include,
in addition to single copy prices, two major
types of subscriptions—Dbasic price and reduced
price.

In the index calculation, the quantities of
various types of subscriptions and single copies
sold in the base period (June to December 1960)
are held constant. The index change is based on
a comparison of estimated receipts for these
quantities at current and preceding period
prices. It is planned to review base quantities
about every 8 years and to introduce revised
quantities by linking as necessary.

The paperback industry comprises mass-pro-
duced titles for general circulation and trade or
quality editions for selected uses. The former,
comprising about 85 percent of the total busi-
ness, were selected for the CPI. Only limited
consideration was given to establishing specifica-
tion pricing, since relative prices for paperbacks
do not reflect quality differences in a literary or
physical sense.

Monthly price change is measured by utilizing
a 12-month moving average price of new titles
released each month, in order to reflect the price
movement of previously issued as well as newly
issued mass paperback books. The internal
weight pattern represents the 1962 value of sales
for five major categories of mass paperback
books—novels, factual, mystery-suspense, west-
erns, and classics. Monthly prices used in the
CPI calculations are obtained from the major
trade publication, Bestsellers Magazine.

Calculation of Current Expenditure Weights

Price relatives are applied to index values for
the previous period (Pi-q.) to derive current
period values (P:q.) for each item in each city.
Totals of all items are compared for the two
pricing periods to determine the average price
change for each city. This procedure is mathe-
matically equivalent to a weighted average of
price relatives with relative values of the pre-
vious period as weights.

If prices are missing for an item, estimates
are made either by holding constant or by im-
putation to the price change for other items in
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the same grouping. For seasonal items for which
long-term relatives are computed, the current
index expenditure weight (P:q.) is calculated
by applying the relative to the pq value at the
end of the previous season. By this means the
interim estimates are canceled and the current
month’s value is brought to the correct level.

Aggregation to City and U.S. Totals and
Estimation of Unpriced Cities

Item expenditure weights are totaled by sub-
classes within each city, and city class totals
(for prices obtained or estimated) are aggre-
gated to U.S. totals—published groups and sub-
groups and other unpublished analytical or sub-
sidiary groupings. In this process the individual
cities are weighted by population weights based
on the 1960 Census of Population. City weights
equal the proportion of wage-earner clerical-
worker population represented by the sample
city. The 18 largest cities carry their own
weights; all other cities represent a group of
cities. City population weights are shown in
appendix tables VIII-A and B. In operation,
weighting is done by simple aggregation, since
the relative population weights for the U.S.
index have been built into the expenditure
values for each item in each city. For sim-
plicity, these combined weights have been called
“cost-population” weights. The U.S. totals in-
clude actual or estimated values for all cities.

Inability to do a complete pricing of every
item in all cities each month results in a some-
what imperfect measure of month-to-month
change, but no long-term error. Expenditure
values for quarterly groups in unpriced cities in
interquarterly months are held constant at sub-
class levels from the latest time priced (except
for new cars) . This means that quarterly change
for about a third of the cities, instead of monthly
change for all cities, is reflected in the move-
ment of each month’s national index. This
method may at times introduce a temporary lag
in measuring price movements for these groups
but, even if so, it is considered preferable to the
alternative technique of estimating price change
in some way such as on the basis of the five
large cities priced monthly. This alternative (in
use for most groups from 1953 to 1962) resulted
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in overestimates for some cities, requiring cor-
rections in the opposite direction at the next
regular pricing for the city. For new cars, a
special procedure utilizes cities priced quarterly,
as well as those priced monthly, for estimating
unpriced cities. This is particularly necessary
at the time of introduction of new models to
avoid a lag in reflecting the price change which
normally occurs uniformly throughout the coun-
try at the time of model changeover.

Calculation of Indexes

Indexes are issued for the all items composite
and for commodity groups, for the U.S. average
and for individual Standard Metropolitan
Statistical Areas having a 1960 population of
a million or more. They are computed with
reference to an established base — currently
1957-59 = 100. In actuality this is done, for
convenience, not by division by comparable base
period totals, but by multiplying by an appropri-
ate base period reciprocal.s®

Aggregation to U.S. item totals is an extra
operation not essential in computation of group
and all items totals. This operation is carried
out regularly for food, which is processed by
automatic data-processing equipment, and U.S.
indexes based on all cities are published regu-
larly for the individual foods. Monthly U.S.
totals based on all cities are not possible for
most nonfood items because they are priced on a
quarterly cycle, and estimates for unpriced cities
are not made at the item level. Until 1964, in-
dexes for individual nonfood items were com-
puted apart from the regular index work and
published for the month of March, June, Sep-
tember and December based only on the cities
priced in those months. Since not all items are
priced in all cities for the revised index, the
total population weight priced for the probabil-
ity items was too small to permit continuance
of this system. Consequently, from 1964 for-
ward, these indexes are based on all cities, using
the latest available data for each city. Immedi-
ately following completion of the revision, in-
dexes were computed only semiannually; in
March 1966, publication on the quarterly cycle
was resumed.
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Chapter XI. Publication of Data

The policy of the Bureau is to make the Con-  Ferguditure Major groups and subgroups
sumer Price Index and supporting data avail- 29-35  Apparel and upkeep
able as generally as possible. However, limita- 29-30 Men’s a,nd boys’ ,
tions both of the data and of staff resources 3;‘32 I;Wo?ti:aiand girls
mke it 1mpos§1ble to satisfy all demands for 36-41 Transportation
price data. Prices and other data are reported 3640 Private
to the BLS in confidence. BLS pledges to its 41 Public
reporters that their data, and particularly their 42-52  Health and recreation
identity, will not be disclosed to anyone outside :ﬁ: %g::;l":::e
the ].3urea1}. Consequently, price information is 4749 Reading and recreation
published in the form of averages and not for 50-52 Other goods and services
individual firms. The Bureau’s success in ob- Spoctal
ini i is due in large . peoial groups
taining copperajclon of reporters is All items less shelter
part to this policy. All items less food
Commodities
National Indexes Nondurables
Durables
The National C er Price Index is released Services
€ Nationa! Lonsumer r'r Commodities less food
monthly from the Washington office by means of Nondurables less food
a regular press release and a formal press con- Apparel commodities
ference late in the month following that to which Apparel less footwear
the data refer. The release contains a brief Nondurables less food and apparel
) . . New cars
analysis of price movements during the month, Used cars
as well as the latest availablg indexes and per- Household durables
cent changes over selected periods. A more com- Housefurnishings
plete report is issued about 2 weeks later. U.S.  Serviceslessrent
average indexes are published monthly for the Household services less rent
llowing list of 28 major groups and subgroups Transportation services
following lis JOr group Medical care services
and 20 special groups: Other services
Expelﬁ:twe Maio;- groups and subgroups City Ind
o i
EC1-15 Food y exes
1-14 Food at home .
1-2 Cereals and bakery products The Burea}l cannot satisfy all demands for
35 Meats, poultry, and fish local data. Since the 1964 revision, the Bureau
6 Dairy produets has adopted a policy of publishing indexes for
16914 giﬁffiﬁgs V:fe}t:g:'s only those individual SMSA’s having 1,000,000
15 Food away from home or more population in 1960. To ylakg this pos-
16-28  Housing sible, full samples of items are priced in all such
16-20 Shelter cities, whereas in most of the smaller cities only
16 Rent ) one subsample of items is priced. City indexes
21—20 . Igl‘”;‘egwgﬁi:gsp are published on cycle (quarterly priced cities
Fuelnoiluan 3 coal in appendix table XII) for all items and the 28
Gas and electricity major groups and subgroups listed above. Be-
22-28 Household furnishings and operation cause many users misinterpret the city indexes
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as measures of intercity differences in prices,
each report cautions the user of these indexes
as follows: “Comparisons of indexes for indi-
vidual SMSA’s show only that prices in one loca-
tion changed more or less than in another. The
SMSA indexes cannot be used to measure dif-
ferences in price levels or in living costs between
areas.”

Besides publication of city indexes in the na-
tional press release, statements for the indi-
vidual cities are issued from the Bureau’s re-
gional offices on the same day as the national
release. These contain price indexes and anal-
yses of price movements in individual cities
within the region.

Mimeographed tabulations of historical in-
dexes for all available periods for all items and
groups are available back to 1918 ( or the earli-
est available date) for the United States and
individual cities. Whenever the official base
period is changed, the Bureau computes and pub-
lishes new historical tables back to the begin-
ning of the series, as rapidly as possible. In
addition, conversion factors are published for
the convenience of users.

Indexes for Individual Ifems

Indexes for individual items are published for
the United States only, either in the regular
CPI report or in subsequent reports. Those for
food items are included in the more complete
report on the Consumer Price Index issued about
2 weeks subsequent to the press release.

Until 1964, indexes (for individual articles
and services other than food and fuel) based on
the subsample of cities priced in March, June,
September, and December were calculated quar-
terly and published in a regular report, Quarter-
ly Price Indexes for Selected Items and Groups.
Beginning in 1964, procedures were adjusted to
include estimates for cities not priced in these
months and frequency was reduced temporarily
to semiannual —in June and December. In
March 1966, quarterly publication was re-
sumed. The report is now entitled Consumer
Price Indexes for Selected Items and Groups.
It includes indexes for most of the items priced
for the index.

Generally, the actual price data underlying the
published indexes are not published. This is be-
cause the Bureau’s techniques are designed for
measurement of price change, rather than for

82

calculation of representative average prices, and
the samples of reporters are too small for calcu-
lation of representative averages. Under certain
circumstances, however, and with some adapta-
tions, the price data collected for the index are
useful for secondary purposes.

This is the case for U.S. and city average
prices for individual foods, which have been pub-
lished by the Bureau since 1890. The January
1964 revision of the Consumer Price Index in-
troduced changes into price collection procedures
which complicated the calculation and publica-
tion of dollars and cents prices, and required
initiation of a system for estimating prices
described in chapter X.87 Prices for the United
States and 12 large SMSA’s are released month-
ly in E'stimated Retail Food Prices by Cities.

A similar report, Retail Prices and Indexes of
Fuels and Electricity contains U.S. prices and
indexes and city prices for individual items of
fuel and utilities.

Except for food and fuel, there is no regular
publication of actual average prices. The last
publication of prices of nonfood items was in
Bulletin No. 1197, Average Retail Prices, 1955,
published in 1956.

Correction Policy

The Bureau’s consumer price indexes are pub-
lished as “final” when first issued, rather than
as preliminary, as is done for many statistical
series. This is done not only to avoid complica-
tions for users who have based policy decisions
or fulfilled contractual arrangements on the
basis of published indexes, but also because so
little additional data relating to a given month
are obtained after publication. Occasionally,
however, errors of reporting and computation,
serious enough to warrant correction of previ-
ously published indexes, occur. These correc-
tions are made when the magnitude of error
reaches predetermined levels. These levels have
been set forth in an official statement.’®8 When
the amount of error is less than the standard
warranting correction, the level of the current
month’s index with respect to the base period is
corrected. This method means, of course, that
the index does not reflect exactly the correct

87 “Calculation of Average Retail Food Prices,” by Doris P. Roth-
well, in Monthly Labor Review, January 1965, pp. 61-86.

88 Consumer Price Index, Procedure for Correction of Consumer
Price Indexes and Prices, Aug. 1, 19568,
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change from the previous month’s published in-
dex, but there is no cumulative error.

Interim Extension of Old Series

Recognizing the problems that revision of the
index in 1964 posed for users having escalation
contracts based on the index, the Bureau ar-
ranged for a 6-month overlap period, January
through June 1964, during which both new
series and old series indexes were calculated and
released. It was hoped that this would provide
sufficient time for conversion of contracts to the
new series. This did not prove to be the case.
Most users continued to use the old series index
for existing contracts as long as it was available.

Moreover, the Bureau was asked to extend the
old series index after June 1964 (when pricing
of old samples was dropped) by estimation. The
Bureau agreed to furnish such an estimate by
letter on joint request of labor and management
as often and as long as needed. The estimate
was not published in any Bureau release. In

June 1964, the old series index was 0.2 index
points above the new series on a 1957-59 base
and 0.3 index points on a 1947-49 base. The
estimate was made by projecting the old series
forward by movements of the new index. The
simple arithmetical basis for this projection was
carefully spelled out for all persons requesting
this extension. Because of the method of calcula-
tion, the differentials over the published new
series indexes were expected to remain +0.2
index points on the 1957-59 base and +0.3
index points on the 194749 base in the foresee-
able future.

Descriptive material

The Bureau publishes official and unofficial
statements, Monthly Labor Review articles, spe-
cial reports, bulletins, and papers for technical
journals. A bibliography of historical publica-
tions dealing with the Consumer Price Index
appears on page 114.
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ArpENDIX TaBLE I. CHARACTERISTICS OF WAGE EARNERS AND CLERICAL WOREERS WHOSE EXPENDITURES WERE USED IN THE
DERIVATION OF INDEX WEIGHTS

A Average | Average .
Survey date Period weights used in index family family Family composition Earnings of chief earner
size income :
after taxes
1901 ... 1880-1920 ' .. ..o 5.3 $827 | Two or more Persons.....ccccceacccane Salaried worker earning $1,200 or less
) during year. No limitation on
wage earners.
1917-19. e 1913-24._ . Minimum of husband, wife, and one { Salaried worker earning $2,000 or less.
1926292 . ___. child who was not a boarder or No limitation on wage earners.
lodger. No boarders nor more than
3 lodgers present.
1934-36.. ... 102629 2 oo 3.6 $1,524 | Two or more persons. Not more than | At least $300. BSalaried worker earn-
1930-49 . 2 boarders or lodgers, or guests for ing less than $2,000 during year or
1950-52 “o0ld” series more than 26 guest weeks. less than $200 dunng any month.
No wupper limitation on wage
earners,

1047493 ____ 1950-52 “adjusted’’ series. _ .| mnr oo foomeeo o TWO OF INOT® PErSONB. - vv e e cmc e No limitation. (Family income not

050 e 1053-63 3.3 $4,160 in excess of $10,

1960-61_...___. 1964 forward v ooooon e, 43.7 1 486,230 | Families of 2 or more persons and single | No limitation.

workers; at least 1 full-time wage
earner.
Survey date Source and amount of family income Length of employment Economic level Length of residence,
nativity and race

1901 .o No limitation.______ oo . No limitation No limitation_ - .oomeeoooo No limitation.

1917-19_ oo At least 75 cont from principal | No limitation. No slum or charity families__ _ hite only; in area entire year
earner or others who contributed all and in the U.S., 5 years or
earnings to family fund. p:orf; nplinon-Enghsh-speak-

ing families.

1934-36. .o At least $500. Less than one-fourth | At least 1,008 hours spread | No relief families, either on | White only, except where
from interest, dividends, royalties, over 36 weeks. direct or work relief. Negro population was signifi-
speculative ga.ms, rents gifts, or cant part of total; in area 9
income in kind. No Tent in pay- months or more.
ment of gervices. Less than 3
months’ free rent, No subsidiary
clerical worker earning 32,000 or
over,

Family income under $10,000 after | No specific requirement, but | No exclusion for receipt of

1947-49 taxes in the survey year. No mini- major portion of income of relief as such, but only | No limitation.

1950 mum income limit, except that family head must be from families with wage or salary
families with no income from wages employment as wage earner earnings included.
or salaries were excluded. or salaried olerical worker.

19060-61........ More than half of combined family | A minimum of 37 weeks for | No restriction other than the | No limitation.
income from wage-earner or cler~ at least one family member. wage-earner olerical-worker
ical-worker occupation. definition.

1 Food price index only.

3 Indexes between 1925 and 1929 recomgubed retroactively with group
weights based on the average of 1917-19 an,

193436 survey data.

3 7 selected cities only.
4 Famili
$3,560.

ApprENDIX TaBLE II. GeNERAL DascrrerioN oF U.S. ConsuMeRr PrICE INDEX COVERAGE

es of 2 or more persons; average income of single workers was

Census Survey providing expenditure weight Number of
Frequency providing Reference Number group and
Year of population ase of cities sub, oup
publication* weights Group Ttem period included in
weights weights pubhshed
1890—1912 1 1901 1890-99 39-171 1
1918-84 . o i cmcmmcemccefacmcmccmceceecfecmccccccccmec[r s e e an 1917-19 1913 32 7
1917-19
1917-19
1A9v 1917—19 and 1934-36
1934—38 ................ 2193436 1935-39 334 18
51093436 | 1935-39 134 18
61950 | 7 194749 46 45
1964 forward 1960-61 1957-59 8 50 48

*A = annually; SA = semmnnually, Q =quarterly; M =monthly.

1 Food price index o
1 During World War

and shortages.

3 51-56 e%tnes included in the food index.

41940 Census data were supplemented by ration book registration data.

IIy weights were adjusted to account for rationing

§ Item weights were revised for only the 7 cities for which 194749 ex-

penditure data were available.

6 Data were adjusted to 1952 for weight derivation.
7 The base period was changed to 1957-59 in 1962; indexes also calculated

on bases of 1947-49 =100 an

1939 =100.

8 Six additional cities added in 19686,
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ArpeNDIx TABLE II1. ComparisoN oF OLp AND NEw Serres CoNsuMER Price INDEX

Item Old series index New series index
Title oo e ———— Consumer Price Index—U.8. City Average-..._..-... Consumer Price Index—U.8. City Average for Urban
. X ‘Wage Earners and Clerical Workers.,
Formula (Simplified expression)........ L=I, [E (Pi—lq-) (Pi /Pi—-l) Same,
- z (pi—lQn)

Reference base period. ... o.....__. 1957-59 =100. Series was changed from the 194749 | 1957598 =100. Series also published on 1947-49 and
base iod in January 1962, but continued to be | 1939 bases.
publism on this base as well as 1939 =100,

Duration. .o eaean Diseontinued after June 1964 . __ ... ___.____. January 1964 forward.

Population coverage:

Place of residence.....oo.___..___._. Urban places of 2,500 or more in 1850; excluding Alaska | Urban places of 2,500 or more in 1960; including Alaska
and Hawaii, and Hawaii,

PFamily size. oo 2 olr énegre persons; single person consumer units ex- | No restriction; single consumer unite included.
cluded.

Occupation. .- ccoamenoua oo ‘Wage-earner and clerical-worker families. (Head of | Wage-earner and clerical-worker families and single
household must have been employed in wage-earner individuale living alone. (More than half of total
or clerical-worker occupation.) family tincome from wage-earner or clerical-worker

opcupstions,

Length of employment......_....._.__ No specific requirement, but major portion of income of | At least 1 famx)ly member must have been employed for
family must have been from employment as 37 weeks or more during the survey year in wage-
wage earner or clerical worker. earner or clerical-worker occupations.

Income. ..o caccccas Family income under $10,000 after taxes in 1850. No | No criterion as to family income except the qualification

Definition of index expenditure weights_.

lower income limit, except that families without in-
ocome from wages or salaries were excluded,

Average family expenditures for urban wage earners and
clerical workers derived from the 1950 Consumer
Expenditure Survey in 91 urban places, adjusted for
changes in prices and income between 1850 and 19562.

above.

Average expenditures for urban wage earnmers and
clerical consumers (inecluding single workers) derived
from the 1960-61 Consumer Expenditure Survey in
66 urban places, adjusted for price changes between
the suryey dates and December 1963 except for 6
oities added in 19686,

City coverage:

Sample of priced oities...._._......__ 46 urbanized areas, selected to refpresent urban places in | 650 metropolitan areas and cities selected originally to
the U.8, having populations of 2,500 or more in 1950, represent all urban places in the U.B. including
excluding Alaska and Hawaii, Alaska and Hawaii, with populations of 2,500 or more

in 1960. 8ix additional areas added in 1866,

Pricing eyele - cm e cce oo i Prices of foods, fuels and a few other items collected | Same.
monthly in all oities.

Prices of most other commodities and services collected | Same,
monthly in the 5§ largest cities, and quarterly in
remaining cities.

Population weights....cauerovoucne.. Based on 1950 Population Census; Alaska and Hawaii | Based on 1960 Population Census; Alaska and Hawaii
exclu Proportion of population in wage-earner included. Proportion of population in wage-earner
and clerical-worker group covered by index was based and clerical-worker group covered by index was based
upon BLS expenditure surveys. upon BLS expenditure surveys.

Published indexes. -coooevecuen .. U.8. and 20 cities, for families only. . ___.__.______. U.S. and 17 large metropolitan areas for families and

Item sample:

Indexes for 6
more large metropolitan areas available in the latter
part of 1965,

single consumer units combined.

Commodity coverage______._.._.____ Goods and services purchased for family living, in- | Same.
cluding necessities and luxuries; excluding personal
insurance, income and personal property taxes, but
including real estate taxes and sales and excise taxes,

Number of items priced .. - ccoumneoe. About 325, priced in all cities. . . . . .o ... About 400 represented in U.S. index and in published
ocity indexes. Certainty items priced in all unpublished
cities; other items in 1 or 2 subsamples of other

. ) unpublished cities,
Basis of item sample selection_..._.... Most important items in family spending..._.......... Probability proportionate to importance in family

Basis for alloeation to priced items_. ..

Reporter samples:

Direct alloeation of ungrio_ed to priced items based on
expected similarity of price movements.

spending.
Expenditures classified into 52 expenditure classes.
ertainty items assigned their own importance; re-
mainder of expenditures assigned equally to proba-
bility seleotions within expenditure classes.

Loeation. aocc e nececcaccaan Within boundaries of central cities of 46 urban areas...| In central eities and selected suburbs of 56 metropolitan
areas (50 areas in 1964 and 1965).
Number of reporters. _ . _..._..._.. About 1,500 food stores_ . .o iicaaas About 1,775 food stores (1,525 for 50 areas).
30,000 t 8. e e - 40,000 tenants (34,000 for 50 areas).
5,500 other reporters of all kinds_.._._. 16,000 other reporters of all kinds (15,000 for 50 areas).

About 1 million food prices per year._

About 60,000 rent charges per year ... ococeeouan

About, 230,000 quotations per year for items other than
food and rent,

Over 1 million food prices per year.

About 80,000 rent charges per year (68,000 for 50 areas).

About 375,000 quotations per year for items other than
food and rent (350,000 for 50 areas).

Pricing techniques. - ... ... .. ... Personal visit of BLS agent except for a few items col- [ Same.
by mail or from secondary sources. . 3 3 R
Specification pricing; same quality priced in all stores | Specification pricing but agent is permitted to price

in a city.

deviations from specification under prescribed condi-
tions, :
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AppENDIX TaBLE IV. SuMMARY OF SaMPLEs FROM COMPREHENSIVE URBAN Housing Untr SuRVEY aND UrBAN SURVEY OF
ConsuuuR EXPENDITURES, 196061

Number of Number of consumer Number of
R separate units (CES) wage-earner
Standard Metropolitan Statistical Areas (SMSA) or cities CHUS CES olerical-
year year %uart.ers i worker con-
(CHUS) ! Asmcfm:nent Usable sumer units
schedules
UB.uthbantotal . .o oo ao e e cmea| e 2137,198 12,205 9,476 4,860
Areas Having CHUS Prior t0 CES._ oo mmecece e 131,917 10,646 8,246 4,220
Stratum A—SM 1,400,000 & OVer. ..o 196061
Baltimore, Md ..« oo e e 6,127 375 813 192
Boston, Mass . oo ac e e | m e 3,459 375 268 132
Chmago—Northwestern Indiana 3. . e e 4,087 500 371 219
Cleveland, Ohio. oo oo oo ccmcecrec e emcca e e 4,554 375 204 156
etroit, Mioh ........................ 8,078 375 290 161
Los A¥ __________________ 5,041 500 388 182
New York, N. Y. 3 e cccecccccmcmmacem e | e mme e ca| e mce e 3,786 625 448 242
Northeastern, N.J.3_ el 1,256 500 356 189
hiladelphia, Pa_ 7,039 375 313 144
Pittsburgh, Pa._ 5,031 875 323 165
8t. Louis, Mo__ 4,445 375 319 171
San anom 4,2 375 302 152
3,627 375 323 142
4,043 250 198 104
4, 250 199 123
Dallas, Tex....... di d 3,437 250 178 97
Indianapolis, Ind di 4,406 250 173 94
Seattle, Wash.._.___ d di 5,231 250 209 93
Dayton, Ohio. .o e 4,453 250 180 91
Denver, Colo... 3,481 250 204 98
Hartford, Conn.. _ 3,060 250 175 90
Honolulu, Hawaii_ .. oo ceccccccecccmcceeee ——do_._..|.-.do_____ 3,698 250 215 117
Nashville, Tenn_ oo e mciccaca ool ~e-do._.__ ce-dooo__ 4,079 250 201 107
Wichita, KaDsas. e v ce oo e e e mmm—— e ——————— do..... wendoo . 3,522 250 189 79
Stratum C-8MSA 50
1,510 160 110 49
2,557 160 125 58
1,253 160 126 47
3,472 160 106
1,567 160 135 81
2,459 160 120 51
1,659 160 112 49
1,245 160 135 71
1,843 160 130 77
2,063 160 151 85
646 65 61 23
782 65 54 24
769 65 50 28
65 50 12
419 65 56 29
951 65 56 29
1,545 66 54 26
42 65 53 30
Anohorage Alask: 1,744 275 134 67
D Stratum Cities Having CHUS Subsequent to CES (CES Sample
from Cengu __________ 5,281 41,560 1,230 640
557 65 49 23
685 65 56 36
646 65 47 24
713 65 44 29
711 65 38
734 65 61 33
[13 29
587 65 56 21
55 65 52 25
s 65 43 20
6 65 58 28
U 65 61 41
5 65 56 32
s 65 41 25
E’) 65 48
5 65 64 41
5 85 80 37
s 65 43 17
5) 65 42 17
(53 65 56 26
(s 85 45 20
(%) 65 58 40
(5) 85 48 18
() 65 57 13
1 Including low income public housing obtained from central sources. t Standard Consolidated Area.
2 Including 5,281 addresses in CHUS in 8 D stratum cities surveyed in 4 CES samples in the 8 CPI D cities surveyed in 1960 were selected
1961 and exolunimg 16 D stratum cities not having CHUS, for all of which from Census records rather than from CHUS.
CES samples were selected from Census records. 8 Not available,
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ArpuNDIX TaBLE V. Numser or ITEms 1N SamMpLING FrRaME AND N'UMBER oF ITEMS PRICED BY EXPENDITURE CLASS

Expend- Number of
iture Class Number of | Number of specifications
class items items sampled pri

number

PN Y T e ———————————— 812 309 396
Food e e e a— e mmeememmme—eeem——————n 267 93 105
Food at home;
Cereals and bakery products:
EC1 Cereals and grain productS. .o ccccmccccrancoccmarcccnccccmeraacmaceonaan 19 4 4
EC2 BAKOrY PrOGUOES o - eeceammm o eem e mm e m e m i ——m o m e m 16 5 5
Meats, pouliry, and fish:
EC3 Mesite:
Beef and veal 12 7 9
Por] 12 6 ]
Other MOALE . v e e e e m e a—————————— 14 6 6
EC4 POultry e cmemeeme 4 3 3
ECS ish.___ 6 4 b5
Dairy products:
ECé6 DAIrY PrOQUODS. o oo o o oo e c e — e m e m e mm e e e e e m e 19 6 7
Fruits and vegetables;

EC7 Fresh fruits . o o o o e e ———mmm—m e m—e————————— 15 8 8

ECS8 Fresh vegetables.......oo_-..._ — - - e ————- 20 11 11

ECYS Proc fruits and vegetables. . __ ... oo cmaccmccccamccmecema———- 48 10 10

Other food at home:

EC 10 8. o e e e — e e e —————————————————————— 1 1 1

EC11 Fats and oils. ——— 8 3 3

EC 12 Sugar and 12 4 4

EC 13 Nonalecholic bevermeﬂ 8 5 6

EC 14 Prepared and partially prepared foods... 50 8 8

EC15 Food away from home. v oo e eeeee 3 2 9

HOUSINE e o e ettt emm s —a— e ammmmmmmn——————— 212 73 81
Shelter:
EC 16 7 S 4 2 2
Homeownershj;
EC 17 Purchase ans financing_ 3 2 2
EC 18 Taxes and insurance.... 2 2 3
Maintenance and repai

EC19 ommodities. ... 14 6 6

EC 20 rvi 30 5 5

EC 21 Fuel and utilities__ 6 6 10

Household furmshmgs and operatxon
Housefurnishi

EC 22 Textile housefurmshmgs ..................................................... 20 6 6

iture and floor coverings:

EC 23 Furniture, 31 10 11

EC Floor coverings. 7 3 4

EC 26 Appliances.. o ...___. 21 8 8

EC 26 Other housefurnishings 32 8 8

Household operation:
EC 27 Housekeeping supplies. . - - - oo oo 28 8 8
EC 28 Housekeoping 8erviees. ..o oo oo oo oot c e ce e eec e 14 7 8
Apparel ANA UPKOOD oo o e et e mme e mmmm e mmmmememmeammemmemca—— 184 64 77
Men’s and boys’ apparel:
EC 29 Men’s apparel . . o et e e — e c—— e ————————————— 30 12 15
EC 30 Boys’ 8pDATL. oo oo m e —a———— e e na——————————— 23 4 4
‘Women’s and girls’ apparel:

EC 31 Women’s aPPATel. . o o e et e A —————————————— 39 19 26

EC 32 Girls’ appar: 31 8 9

EC33 FOOLWORT o o o et cmrmmcm e a————————————— 21 9 11

Other apparel:
EC 34 CommMOAition o v e e e - 26 [} []
EC 35 OB - e e e e e e e e e et e e e 14 6 6
TranEP O AtION . o e e e et et e m e e mmmn e e —————————————— 34 21 34
Private:
Autos and related goods:

EC 36 Auto purchase._._ 2 2 12

EC 37 Gasoline and moto: 2 2 8

EC 38 Auto parts, ete.. ... 6 2 2

Automobile services:

EC 39 Auto repairs and mAaintenaNee. ... .o e mm————— 13 6 [}

EC 40 Other automobile eXPeNses.. o v o oo em e e m e mrm e m e 5 4 6

EC 41 B o) OO 6 b5 5

Health and reereation. ... .. e et me - ————— e 115 58 99
Medical care:

EC 42 Drugs and i)resomptxona ....................................................... 2 2 20

EC 43 Professional services. - o —oo—mooaeo . 11 9 12

EC 44 Hospital services and health insurance 2 2 []

Personal care;
EC 45 TOllet BOOUB . o e e e e c e e e mmmm— e e e m e ———————— 28 8 8
EC 46 VIO - o o e ;e ————— e m e mm e o mm - 9 4 4
Reading and recreation:
Recreation:

EC 47 Recreational goods, 29 13 20

EC 48 Recreational services... oo oo oo ooaoo. 13 6 7

EC 49 Reading and education 11 6 7

Other goods and services:

EC 50 TobaCCO PrOAUCES. e e o e e e e m e e —————m—————————————— 3 2 5

EC 51 Aleoholic beverages 3 3 7

EC 52 Financial and miscellaneous personal expenses. ..« v wee oo cccvcccmcmccacccomnann- 4 3 3
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ArrEnDIX TasLn VI.

List or ITEMs PricEDp ror THE REVIsED CoONSUMER PRicE INDEX As or DECEMBER 1963

Priced items
EC No. Groups, subgroups, expenditure classes
Sample A Sample B
Food
Food at home
Cereals and bakery products
EC-1 Cereals and grain products
Corn flakes. ... ceceeucmcenccccamnaranam—— Flour, white, all-purpose.
Rioe, long and short grain. ... oo Cracker meal.
EC-2 Bakery produots
White bread___ . cvccacmcceacaean ‘White bread.
‘Whole wheat bread. Cookies, cream filled,
Layer cake, plain. .. ooeoal_.o Cinnamon rolls, frosted.
Meats, poultry, and fish
EC-3 Meatg ey, an
3A Beef and veal Hamb d . "
amburger, preground. ger, pregroun
Steaks, roung oo Steaka round, bone-in.
Steaks, porterhouse, bOne-inl - oo Stea.ks en'lom, bone-in.
Rump roasts, standing Rump roa.ste, standing,
Chuo roasts bone-in Rib roasts, bone-in.
, bone-in_ - _-_.._ liver, sliced
3B Pork
Pork chops, center oub. - <u.oeeeeuccaenrooae Pork chops, center cut.
Baoon, sliced. ... Bacon,
Pork roasts, 1oin halves Pork saueage
Pionios, smoked ——— Ham, whole.
3c Other meats
Lamb chops, 10in. - -« cooe e meeee Bologna sausage, sliced.
Salami sausage, sliced. Liverwurst sausage, sliced or whole,
Frankfurters, skinless.. . cveevmmccccanccaas Ham, oanned, domestio or imported.
Poultry Frying chick ready-t k. Frying chickens, ready-to-cook,
g - ng ol y-
Chicken breasts, fresh___o_ oo . __. Turkey, fresh or frozen.
EC-b Fish
Fillets or steaks, freeh or frosen 1._ Shrimp, raw, frozen,
Tuns figh, chunk st; vie BSardines, Maine,
EC-6 Dairy produots
ilk, fresh, grocery..acecvumccaeas Milk, fresh, gr
Mllk fresh, delivered. - __—______ Milk, fresh, delivered,
Mﬂk, fresh, skim Mllk evaporated ocanned,
Ice cream, prep Cheese American process,
Butter, salted.__ Butter,
Fruits and vegetables
EC-7 Fresh fruits
Apples, all purpose.. c—— Apples, all purpose,
Bananas, yellow variety. yellow variety.
Oranges, except Temple or King..voceeaeen Omnges except Temple or King,
Grapes, Thc Grapes, Thompson seedless.
Grapefruit. fresh, pmk or wlute--- - Strawbemes,
Orange juice, fres! ..| Watermelons, whole or sliced.
EC-8 Fresh vegetables
Head lettuse....ccueeeemoocacacna- --] Head lettuce,
Potatoes, white_ . _ Potat white,
:{gm“m'" 5 bb‘ all varieti t red
Aragus, green._ abbage, all varieties excep! .
Cnl;rots, topped, prepackaged. - ..o -coooveao- Celery, Pasocal, stalk.
guouml})ers- 8nions, yellov:.
inac 1 d - 'eppers, sweet green,
EC-9 Processed fruits and vegetables pinach. prep P
Pears, Bartlett O8I OF JBT- eocccmmmccmnne Fruit cooktail, canne
ate, frozen Pmeapple-Gmpefr\ut ;moe drink, canned.
Beets, sheed €AN OF JATmmmemmcmmcemmcmane Orange juice concentrate, frozen.
Tomatoes, can or jar. Peas, green, can or jar.
Dried beans, Navy or Great Northern.__._.__ Broceoli spears, frozen.
Other food at home
EC-10 Faas E fresh, I Grade A E fresh, large, Grade A.
, fresh, large, Grade A__ - cmereenacnan. N ge, Gr.
EC-11 Fats and oils Mw lg‘ed Mw clored.
argarine, colored.. .. oo mecmecc e arine, o
Salad dr Ttalian Sa.las or oooking oil, vegetable.
EC-12 Sugar and sweets
Sugar, white, gr .| Grape jelly, pure.
Chooolate bar plmn nulk---.. ZZ{ Chocolate fiavored syrup.
EC-13 Nonaleoholic beverages
Cofiee, can or bag Coffee, ¢an or bsg.
Carbonated drinks, fruit-fiavored. .. ..ccoen.. Coffee, i
Tea bags, orange pekoe and pekoe tea.....___ Cola drink, oa.rbonated
EC-14 Prepared and partially prepared foods
o Bean soup, d, cond d -] Chicken soup, canned, condensed.
Lfa%‘ml' int > 8aUCE, d -.| Baby foods, strained.,
ed potatoes, i Sweet pickle relish.
Potatoes, Frenoh fried, frozen...coccme... Pretzels, hard, salted.
See footnotes at end of table,
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ArpEnpIX TasrLe VI. List or Items Pricep ror THE REvisED ConsumER Prick INDEX As or DEcEMBER 1963—Continued

Priced items
EC No. Groups, subgroups, expenditure cl
Sample A Sample B
EC-15 Food away from home
Restaurant meals_ ... cococeecccmccnas Restaurant meals,
unch____.__... - unch.
Breakfast... . icicccaecee- Dinner.
Between meal snacks. Between meal snacks.
Coffee, 6Up._ o ccocmmoocac Coffee, oup.
Carbonated beverages, cup.. Carbonated beverages, cup.
Frankfurter onroll______.. Pie, slice.
Toe cream, dish__ . _ . oo Candy bar.
Housing
Shelter
EC-18 Rent
Rent of house or apartment.... Rent of house or apartment.
Hotel, motel room rates...._. Hotel, motel room rates.
Homeownership
EC-17 Home purchase and financing
Home purchase.. .._... Home purchase.
Mortgage interest rates. .. Mortgage interest rates,
EC-18 Taxes and insurance N .
Property taxzes, residential. Property taxes, residential.
Property insurance rates. . Property insurance rates,
fire and extended cover - Fire and extended coverage. X
Comprehensive homeownership policy-...- .- Comprehensive homeownership policy.
Maintenance and repairs
EC-19 Commodities . .
Exterior house paint...oveveomeceucmoacoaan Interior house paint,
Furnace air filters Shelving, Ponderosa pine.
Packaged dry cement mix Shrubbery, evergreen.
EC-20 Services ‘g
Residing houses. ... o coo oo e Residing houses. .
Reshingling roofs.. Repainting living and dining rooms.
Replacing sinks Repeiring furnaces.
EC-21 Fuel and utilities
Fuel oil and coal:
Fuel oil, #2_ e Fuel oil, #2,
Coal, anthracite or bituminous..._—_..___. Coal, anthracite or bituminous.
Gas and electricity: . .
Gas, 3 bills per ey cecceceececcccmmcae e Gas, 3 bills per city. |
Electricity, 3 bills per eity.cccmcccccccenan Electricity, 3 bills per city.
Other utilities: . .
Residential telephone services. . emcwaeac Residential telephone services.
Residential water and sewerage services.....| Residential water and sewerage services.
Household furnishings and operation
EC-22 Textile housefurnishings o 3
Pillows, bed, polyester or aorylic filling..._____ Sheets, percale or muslin,
Curtains, tailored, polyester marquisette.....| Bedspreads, chiefly cotton, tufted.
Drapery fabrie, cotton or rayon/acetate..._._ Slipeovers, ready made, chiefly cotton.
EC-23 Furniture . 5 ) .
Bedroom suites, good or inexpensive quality..| Bedroom suites, good or inexpensive quality.
Living room suites, good and inexpensive| Living room suites, good and inexpensive
QUAHEY e e quality. .
Lounge chairs, upholstered.._ -| Dining room suites.
Sofas, dual purpose. .- c-cwoeee -| Sofas, standard, upholstered.
Sleep sets, ﬁollywood bed type. .| Box springs.
Aluminum folding chairs_ ... .. ____ Cribs,
EC-24 Floor coverings
Rugs, s0ft surface. . oo mccccmccnenceaae Rugs, soft surface.
Broadloom, wool_.. Broadloom, wool.
Broadloom, nylon__ Broadloom, nylon.
Rugs, hard surface. ...covececcvmccacccacace Tile, vinyl.
EC-25 Appliances Refrigerators or refrigerator-freezers, electric._.| Refrigerators or refrigerator-freezers, electrie.
‘Washing machines, electric, automatic.._._.. ‘Washing machines, electric, automatic.
Ranges, free standing, gas or electric... -{ Vacuum cleaners, cannister type.
Clothes dryers, electric, sutomatic.... -{ Air conditioners, demountable.
Room heaters, electric, portable... occomnoo_ Garbage diaposaﬁ units.
EC-26 Other housefurnishings
Dinnerware, earthenware__ ... _.ococcoucoaan Flatware, stainless steel.
Carpet sweepers, manually operated. . oo Table lamps, with shade.
Velfetian blinds, white, steel or aluminum{ Lawn mowers, power, rotary type.
Blats . e e —.———
Electrie drills, hand held.. . oo v ceee e Nails, 8d (penny) common.
EC-27 Housekeeping supplies
Detergent, liquid, laundry. ..o ccccuocmcnnaas Detergent, granules or powder.
Laundry soap for fine fabrics._ .| Air deodorizers, spray type.
Scouring pads, s wool..... -1 Paper napkins, embossed.
Toilet t18SU@_ -« e o e e Stationery, envelopes.
EC-28 Housekeeping services

See footnotes at end of table.
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Domestic service, general housework. ... ...
Baby sitter service
Postal 8ervices . o oo c oo cccccceccccccccean
Laundry flatwork, finished service....—_.___.
Licensed day care service, pre-school child_.._
‘Washing machine repairs. - meccecccccncauaan

Domestio service, general housework.
Babysitter service.

Postal services.

Laundry flatwork, finished service.
Reupholstering furniture,

Moving expenses.
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ArPENDIX TABLE VI. List oF ITEMs PRICED FOR THR REVIsED CONSUMER PRICE INDEX A8 OF DECEMBER 1963—Continued

Priced items
EC No. Groups, subgroups, expenditure classes
Sample A Sample B
Apparel and upkeep
1&:1 's and boys’ apparel
EC-29 Men’s apparel
Smts, yenr tound weight, 2 qualities. Smts, yenr lx;gund weight, 2 qualities,
weight.
Smts, tropmal WOIghb . o oo 'I‘rouaex-s. worl, ootton.
Slacks, wool or wool hlend Slacks, cotton or manmade blend,
8hirts, work, cott 3 busmeaa, cotton,
Shirts, sport, cotton, short sleeves............ Socks, oot
Shlxl'lt;,tsport cotton, long sleeves. ..o oo a.ndkerelnefs, ootton,
EC-30 Boys’ apparel
Coats all purpose, ootton or ootton blend_ __..] Sport coats, wool or wool blend.
Dungarees, cott ble: ndershorts, cotton,
Women's and girls’ apparel
EC-31 Women'’s apparel
Coats, heavyweight, wool or wool blend, 2 | Coats, heavyweight, wool or wool blend, 2
qualities. qualities.
Carcoats, heavyweight, cotton... .- oceuceu.. Coats hghtwexght top)
Skirts, wool or wool blend wool or acry!
kirts, cotton or eotton blend. .. oo _o_._. Dresses, cocktail, street length,
Dres:eilst street, chiefly manmade fiber, 2 Dreasese street, chiefly manmade fiber, 2
qualities, ies.
Dresses, street, wool or wool blend. . _._.__| Dreases, street, wool or wool blend,
D street, ocotton Dresses, street, cotton.
Housedresses -| Blouses, cotton.
mokt: hzhtwexght, cotton and corded | Bathing suits, 1 piece.
cotton.
Slips, nylon Girdles, manmade blend,
Brassieres, cott Panti tat
Hose.l nylon, full fashioned and ] 2 Ho:e,l nylon, full-fashioned and | 2
es. [
ﬁnki; ts, eotto: n__‘_ ...... o Gloves. fabrie, nylon or eotton.
andbags, rayon faille or ie.
. Girls” apparel Rai o 1 plast hiefly cotto C lxght h
ncoats, viny] tie or ol y o n. oats, weight, topper.
Skirts, wool or wool blend...._ Slacks, cotton.
Slips, eotton blnnd_ ..... .| Shorts, cotton,
Handbags, p! - ) Rri'}?s&om tyle, quilted tricot, or percale.
0f uster s q cot, or
EC-33 Footwear M
en’s:
Shoes, street, oxford, 2 qualities..... ... Shoes, street oxford, 2 qualities,
Shoes, work, high,
‘Women's:
Shoes, street, pump, 2 styles . cee oo Shoes, street, pump, 2 styles.
Shoes, evening, pump. Shoes, evening, pump,
Shoes, casual, pi u.é)
Houseslippers, s¢
jldren’s:
Sneakers, boys’, oxford type. - cu-cecrceo.. Shoes, oxford.
Dresa shoes, girls’, strap.
Other apparel
EC-34 Commodities
Diapers, cotton gauze Wrist watches, men’s, nnportnd movement,
Yard go —ema] Wrist watehea women’s, jm movement,
Earrings, Peul lated or imitati Zipper, skirt or neck placket
EC-36 Services
Dry cleaning, men’s suits and women’s dress- Dry cleaning, men’s suits and women's drees
Bhoe repairs, women s heel lift. . oo, Automa.ho laundry service,
i Laundry, men’s shirts Tailoring charges, hem ndmstment.
Transportation
Private
EC-36 Auto purchase
New oars,
Chevrolet, Impala, 2-door, hardtop...... .-} Cheyrolet, Impala, 2-door hardtop.
Chevtmet, Chevelle 2-door hardtop._..__. Ford, Falcon, tura., 4-door sedan
Ford, Galaxi 500, 2-door hardtopeceeeaen- Ford Galazxie 500, 2-door hardtop.
Plymouth, Fury fII 4-door sedan. ... Pontmo Catslms. 4-door sedan.
- Ielgmbler Classic 660, 4-door sedan.___ ___ Volkswagen, Deluze, 2-door hardtop.
sed cars:
2-years old, Chevrolet and Ford 2-years old, Chevrolet and Ford.
3 years old, eee=-do 3 years old. Do.
4 years old, o «-| 4 years old, Do,
X 5years old, .o a0 mmeeeee 5 years old, Do.
EC-37 Gasoline and motor oil
Gaaoline, regular and premium. e veceuo... Gasoline, regular and premium,
Motor oil, premium Motor onl premium,
EC-38 Auto parts
. Tires, tubeless, retread.. ... . .. __..... Tires, tubeless, new.
Automobile services
EC-39 Auto repairs and maintenance
Chassis lubrication, complete. ...ccoucacenan- Water pump re laeement.
Motor-tune-up. Replacing mu:
. Automatic tr ission repair. .o -eeooaoo. Front en
EC+0 Other automobile expenses )
Av{t‘:m insurance rates, liability and physioal A\:lto insurance rates, liability and physieal
0.
Auto financing charges ¥_ .. .. ____._______ Auto ﬁnancmg charges.?
Auto registration and inspection fees........- Auto registration and inspection fees.
Driver’s li fees <ww| Driver’s license fees.
Parking fees, private and municipal__.._.____ Parking fees, private and municipal,
Bee footnotes at end of table.
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AprpENDIX TaBLE VI. List oF ITEMs PricED FOR THE REVISED CONSUMER Price INDEX As OF DEcEMBER 1963—Continued

Priced items

EC No. Groups, subgroups, expenditure classes
Sample A Sample B
EC-41 Public transportation . .
Loeal transit fares - Local transit fares.
Taxicab fares_ ... o oo Taxicab fares,
Railroad fares, coach Railroad fares, coach.
Airplane fares, chiefly coach. ... Airplane fares, chiefly coach.
Bus fares, intercity. -| Bus fares, intercity.
Health and recreation
Medical care .
EC-42 Drugs and preseriptions
Over-the-counter items: .
Multiple vitamin ec trates. .. Aspirin compounds,
Liquid tonies..___. Cough syrups,
Cold tablets or capsules. -1 Adhesive bandages, package.
Preseriptions:
Anti-infectives: .
Penicillin G buffered tablets...ocecec... Tetracyocline capsules.
Sulfisoxazole tablets.
Sedatives and hynoties: . 5
Phenobarbital tablets Secobarbital sodium capsules,
Ataracties: .
Chlordiazepoxide-hydrochloride capsules..| Meprobamate tablets.
Antispasmodies: . 3
Propantheline Bromide tablets_....... Phenobarbital and belladonna extraet.
Cardiovasoulars and antihypertensives: . N
Reserpine tablets. Crystalline digitoxin tablets.
Chlorothiazide tablets.
Antiarthrities:
Prednisone, tablets.
Cough preparations: | .
A Elixir terpin hydrate with codeine
EC-43 Professional services . . . .
Family doctor, office visitSeereucucccenacan Family doctor, office visits.
Family doctor, house visits. -| Family doctor. house visits,
Pediatric care, office visits. ... -{ Obstetrical cases. .
Pazychiatrists, office visits... -| Chiropractors and podiatrists, office visits.
Routire laboratory tests. cc.ceeeemceencean Herniorrhaphy, adult. X
Examination, prescriptions and dispensing | Examination, prescriptions and dispensing of
of eyeglasses, _oyeglasses.
Fillings, adult, amalgam, one surface....... Fillings. adult, amalgam, one surface.
5 Dentures, full upper Extractions, adult.
EC-44 Hospital services and health insurance
Hogpital services . . . .
Daily service charges: Daily service charges:
Semiprivate rooms. Semiprivate rooms.
Private room.._. Private room,
Health insurance 3 . A X .
Hos{utal rervices: . Hospital services: X
Daily service charges, semiprivate Daily service charges, semiprivate room.
room,
Daily service charges, private room....... Daily service charges, private room,
Operating room. X-ray diagnostic series, upper G.I.
Nonhospital services: Nonhoslpital services: .
Family doctor, office visit o oooocceanaa. Family doctor, office visit.
Surgeon’s fees, tonsillectomy/ adenoidec- Surgeon’s {ees, herniorrhaphy, adult.
tomy.
Obstetrical cases,
Prescriptions and dru%s ................ Preseriptions and drugs.
Retained earnings (overhead). oo ... Retained earnings (overhead).
Personal care
EC-45 Toilet goods 3 . .
Toothpaste, standard dentrifice. .o ocuaeo-. Toilet soap, hand milled,
Hend lotions, liquid Shaving cream, aerosol.
Face powder, pressed Deodorants, cream or roll-on,
Cleansing tissues. Home permanent refills.
EC-46 Personal care services
Men’s haircuts ---] Men’s haircuts,
Shampoo and wave sets, plain_..ceocaoa .o Shampoo and wave seta, plain.
Women’s haireuts. . c - ececcccccvcamvacacna Permanent waves, col
Reading and recrention
Recreation
EC-47 Recreational goods
TV sets, portable and console_ ..o TV sets, portable and console,
Rai)diog. p(l)rtable and table models, AM Radi‘os, portable and table models, AM band
and only. only,
TV replac t tubes. Tape recorders, portable.
Sports equipment: Sports equipment:
Golf balls. liquid center._...__.._ Fishing rods, fresh water spincast.
Basketballs, rubber or vinyl cover Bowling balls,
Outboard motors - - cccvcmaucacan Phonogragh records, stereophonie.
Tricyeles. ... Bieyeles, boys’, 26*.
olls___.... - Movie cameras, 8-mm, fully automatic lens.
Stuffed animal_ oo cmcceaan ilm, 35-mm, color,
Dog food, canned and boxed.
EC-48 Recreational services

" Bee footnotes at end of table.
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Indt:{or movie admissions:
A

TV repairs, picture tube replacement______
Bowling fees. evening
Golf green feea

Indoor movie admission:
Adult,
Children’s.
Drive-in movie admissions, adult.

Bowling fees, evening,
Film developing, black and white.
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ArprENDIX TaBLE VI. List oF ITeEMs PrICED ForR THE REVISED CONSUMER PrICE INDEX A8 OF DEcEMBER 1963—Continued

EC No.

Groups, subgroups, expenditure

Priced items

Sample A

Sample B

EC-49

EC-50

EC-51

EC-52

Reading and education

Other goods and services
Tobaeco products

Alcoholic beverages

Financial and miscellaneous personal ex-
penses

Newspapers, street sale and delivery.......
College tuition and fees, undergraduate._
Magnzines, single copy and subscription,
College textbooks, undergraduate. oo ..

Cigarettes, nonfilter tip, regular size. pack..
Cigarettes, filter tip. king size, earton....
Cigars, domestic, regular sige. .. ...

Reer. at home, local and national brands._ ..

‘Whiskey, spirit blended and straight
hourbon,

Wine, dessert and table___.____o._.ooo_..

Beer, away from home

Funeral services. adult.. . ___ceooovao
Bank service charges. checking account. ...

Newspapers, street sale and delivery.
College tuition and fees, undergraduate.
Paperback books, not school or technical.
Piano lessons, beginner.

Cigarettes, nonfilter i;ip. regular size, carton.
Cigarettes, filter tip, king size, pack. :
Cigars, domestio, regular size.

Beer, at home, 100zl and national brands,
Whiskey, spirit blended and straight bourbon.,

Wine, dersert and table.
Beer, away from home.

Funeral services, adult.
Legal services, short form will,

1Two of the largest volume sellers among the following types of fish are
priced within each city, since within any given city, all varieties of fish are

not available: Frozen ocean haddock; fresh cod, catfish, king

erch an

salmon, halibut, sole, and haddock.

2 Not actually priced; imputed from priced items.
$ Four items are priced
X-ray, tonsillectomy, and retained

only for health insurance: Operating room,
earnings; prices for the remaining items

are also included as directly priced professional and hospital services,

Arpenpix TaBrLE VII. Revisep CPI WEeieHT DERIVATION PROCEDURES FOR MAYOR EXPENDITURE CATEGORIES, INDIVIDUAL
ExPENDITURE Crass ToraLs, CBRTAINTY ITEMS, AND PROBABILITY ITEM TorALs ! wiTHiN EXPENDITURE CLASSES, BY
REGION 2 AND Crry-S1zE STRATUM, FAMILIES OF Two OR MORE PERsONS, 1960-61 CES

Ezxpenditure data code, by region-city size stratum

EC No. | Item Deseription West Northeast South North
No. Central
Anchor-| Hono-
age lulu
ABCD|IABCD|IABCD|ABCD
1-14 Food at home___...... 41 112|111 2]1112;111 2 1 1
1 Ceresl and grain products 1112311121 112j1112 1 1
2 Bnkerﬁ! products. e e ecmnecann 1112]1112}1112|1112 1 1
3 03 VZ ite bread 113 3|1 112{1112j1112 4 1
enta:
3a |, Beef and veal 1112111211121 112 1 1
.01 Steak.___ 113 3133331133 3}3 333 4 1
03 Ground 113 3)]3 33 3|13 331333 3 4 1
3b Pork...... 111211 1211121112 1 1
13 Pork cho 1 33 3]13 3 3|33 3 3{3 3 3 3 4 1
18 ' Bacon.._. 1 33 3/]13 33|33 33/3 333 4 1
3¢ Other meats. 111 2111211121112 1 1
4 Poultry v oo - 1112|111 211121112 1 1
01 rying chickens 1 33 3(3 3 33|33 33|83 333 4 3
5 Fish o ieccmencaan 111241 1121112111 2 1 1
6 Dairy g 1 112|1112}1112]1112 1 1
01 Fres) - 113 3|1112f1112]1112 4 1
19 Butter ...... 1 133111 2[1112}1112 4 1
Frosh fruits 11121111211 12}!1112 1 1
7 01 Apples 1 33 3|13 3 3|23 33}2 32383 4 1
Bananas 1 33 3{13 3 3[2 33312 3 3 3 4 1
07 Oranges, 1 33 3|13 3 3{2 3 33|23 3 3 4 1
8 Fresh vegetables. _____ 1 112|]1112}1 1121112 1 1
09 Lettuce and greens. . 1 33 3{1113|13 3 3|33 3 3 4 1
11 Potatoes. white.._._ 1 33 3|1r113}1333{({3 333 4 1
14 TOMALOBS . <o e eccc e cceecccccmccccrccmamean- 1 33 3|1113[|1 33 3|33 3 3 4 1
9 Processed fruits and 1112|111 2(1112§1112 1 1
10 01 B .. ccecccccmcrcmcacemscccmsccmememm—amae 1 112]1112}1112(1112 1 1
11 Fats and oils 1112|111 2]1112j1112 1 1
02 Margarine 1133113 3j1112j1112 4 1
12 Sugar and sweets._.___ 111211121 112j1 112 1 1
13 Nonaleoholie beverages 1112111211121 112 1 1
02 1 3 3 3|3 3 3 3|23 33)]3 333 4 1
14 1112j]1112}]1112{1112 1 1
15 11121112111 2(1112 1 1
01 1222|113 8|2222|1113 4 1
02 1 2221113 3}2 2221113 4 1
03 1 2 2 2{({113 3|2 2 221113 4 1
16, 18-20 111211121 112/1112 1 1
16 1112111211121 112 1 1
01 333 3{3 33 3|3 333133233 1 1
02 3333|333 3333 3|3 333 1 1
03 3 3 3 3|33 3 3|33 3 3|333 3 1 1
17 1112112 21122112 2 4 1
01 11121112 2|1122I1122 4 1
02 Settlement charges 3. 1112112 2(|1122]1122 4 1
03 Mortgage interest._ .. 1 112(v12 2{112¢2|1122 4 1
18 Taxes and insuranee. _.ooceeanooo 1112/1112|1112|1112 1 1
01 Property tax, special assesements...... 1112111211 12}1112 1 1
02 Homeowners insurance. ... caceoooono 1112111211121 112 1 1
19-20 Maintenance and repairs. 1112111211121 112 1 1
19 Commodities__ o oo euccmaaa 11121111211 121l1112 1 1

Bee footnotes at end of table.
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AprENDIX TABLE VII.

Revisep CPI WeierT DERIVATION PROCEDURES FOR MAJOR EXPENDITURE CATEGORIES, INDIVIDUAL

ExrENDITOURE Crass ToraLs, CERTAINTY YTEMS, AND ProBABILITY ITEM ToTALs ! wiTHIN EXPENDITURE CLASSES, BY
REGION 2 AND C17Y-S1ZE STRATUM, FAMILIES OF TW0 OR MORE PERsONS, 1950-61 CES8—Continued

Expenditure data code, by region-city size stratum

EC No. | Item Description West Northeast Bouth North
No. Central
b Hono-
age lulu
ABCDIABCD|ABCDIABCD
20 Bervices 1112|]1112f(1112|1112 1 1
21 Fuels and utilities 1112{1112}1112)1112 1 1
01 Chc T B . U U 1 1111112111111 111 1 1
02 Fuel oils, .1 11 1}1112{111131111 1 1
03 CUR e iccccccccrncrcanaamaon 41 111}j1112j1111}1111 1 1
04 Electricity. - -.~..y1 1 1 111 12{|1 11111111 1 1
05 Telerhone, .._c..o.. 1112i1112(1112(1112 ] 1
08 Water and sewerags 11121 11211121112 1 1
22-28 Household furnishings and operation_ 1112111 211121112 1 1
22 Teatile hmmefurmshmgs ............................ 1133}1112}1112|1112 1 1
23-26 Durable housefur €8. e 11833111321 11211112 1 1
23 Furniture__._.__ 3 38 3(3 3333 33 3(3333 4 1
01 Living room suite. . co.u.. - 3 33 3[3333({3333{3 333 4 1
14 Bedroom fuit0e e ceeeccconocmcanen .-]3 33 33 33 a3/3 33 3;3 3383 4 1
24 Flonr coverings.. « ccmcuceccvancenccen 3333|333 3333 3!3 3233 4 1
01 Rug. soft surfaco. ... - 3 33 3{3333|3333{33333 4 1
25 Apnlmneeﬁ_-_- - eee-]3 3 3 3133 3 3|/3 3 3 3{383 333 4 1
01 Refrigerator_ ... |33 3313338 3/3 33313333 4 1
26 Other housefurolshings .. v cccvcaccvnenn 3 33 3|33 333 3323|3333 4 1
27 Housekeeping supplies... 1133111 2|1112}1112 1 1
28 Househeening serviced. .« cvcececccncaccecneae veeel 1713 31111 21111 2|1 11 2 1 1
05 Domestic help__ 1133|113 3}138 331333 3 4 1
13 Portal clummn deccnmen 113 3;113 3|13 33{3 3233 47 1
29-35 Apvare! and upkeep — 11121 112}1112j111 2 1 1
29 Men's AppATel o ceceee o civceene e crcr - 1112}1113j1112}j1112 4 1
07 Ruits. winter -—.eef1 13 3111 13f{1112{1112 4 1
30 Boys' apparel.. . - —~-=f11 1 211 11 2}1 1121112 4 1
31 Women's apparel —---j1 11 2|1 11 2(1 1121112 4 1
01 Conts, WINtere aceemeacemmane —— ----{11 3 3{1 13 3|1 112i1112 4 1
11 Dresser, street ... 1133;j1133}1112|1132 4 1
32 Stockings ———— 113 3]1133j1112(1132 4 1
32 Girls' apparel ——— /1112111211121 112 4 1
33 FOOtWear. .. cco v cacacmccmnmeamrarceamomemnmmennen 1112}1112{1112j1112 1 1
01 Street shoes, men's 411331133111 2|]1112 4 1
05 Street shoes, wome: - -1 1383|113 3j1 112|111 2 4 1
Other apparel:
34 Commodities. 111211121 112}1112 4 1
35 Serviees. oo oeeeecmmcccvcmeemann 1112}1112{1112i1112 4 1
04 Dry clenning, men 1133|133 3|13 33|13 33 4 1
05 Dry cleamnu, women 113 3(1333{1333|1323 3 4 1
36-41 Transportation $___._. 1112111211121 112 1 1
3640 Private.c ... 11121 11211121112 1 1
. 38 Auto purchase. 1333|113 311121133 1 1
01 New ents 1 33 3j1133{1112]113 3 4 1
02 Useil cars 133 3|/1133j1112i1133 4] 1
87 Gasoline and motor oil 1 33 3|/1133;1112{118 3 1 1
01 Gasoline__ ... 1 33 3{({1133}1112}113 3 1 1
02 "Motor oil.... 133 3{1133]111-2/1133 1 1
38 Autoparts_ ... oo 1 33 3/11383(1 t 1 24133 1 1
39 Auto repaire and maintenance. 1 33 3{113 31 i1 2¢1 13 3 1 1
40 Other auto oxpenses......... 1333113 3(1112{11 33 1 1
01 Auto insurance. ... 1 333/1133{1133/1133 1 1
02 Auto financing charges 3 3 3 3 3({3 33 3|83 333|333 3 4 1
03 Registration. insnection_ 3 3 33|33 33|33 3 3(3 3383 4 1
04 Driver's license feas. . ..o oooemomaoamameas 3 3 3 3|33 83|3333|332333 4 1
05 Parking, garage rent.... 3 33 3|33 3 3|3 333|333 3 4 1
41 Public. o ceeecrccccean 111 2t1 11 2|1 112|111 2 1 1
01 L.oenl transit 1112}]1112{1112{1112 1 1
02 Taxicabs. .. cceeceececancnarccnccsremonan 3 33 3|33 33|33 3 3{3 833 1 1
03 Rent of ear ® 3 33 31333 3|3 38333 3 33 1 1
04 Train fAres. oo cerecacercrevamovuenan 3 3 3 3(3 3 3 38{3 33 3|3 3 3 3 1 1
05 Airplane, steamship farea.. 3 33 313833 323|333 3|3 3333 1 1
08 Bus, interoitv fared .. .c.c-weccere.o- 3 33 3!/33 33|33 3 3|3 333 1 1
42-50 Health and recreation (excluding EC 51-5 1112!i1112|1112]1112 1 1
42-44 Medical eare___ ... ... . i112}1112|1112)1112 1 1
42 Drugs and preseriptions. 1 112¢(1112}1112}11 12 1 1
01 Over-the-counter items. 3 3 3 313 33 3i3333(3 333 4 1
02 Pre~criptiona_._... 3 833 3|33 33133 33j3 333 4 1
43-44 Maerlien] care services 1 11.2j11.12j111211 12 1 1
43 Professional servic 3 33 3{3 3 3 3|3 3 3 313 3 3 3 1 1
01 Family doctor... 3 33 3)]33 33333313333 4 1
02 Dentists' fees. .. 3 333|333 333333333 4 1
07 Fye enre. . ... 3 33 3{3 333|333 33 333 4 1
44a Tlosnital services. . 3 3 33|33 3 3|3 33 3|3 333 4 1
44h Health insurance....... 3 33 3}]33 3333 333333 4 1
45-48 Personal eare. cceceevecnn. 1112]1112j1112}1112 1 1
45 Toilet g00d8_ oo eevvemeune 1 112{1112]j1112{1112 1 1
46 Personal cnre rerviees. .. ccecccueo- 1 112{1132}1112}1112 1 1
01 Men’s haireuts and shaves....... 1113113211121 112 4 1
47-49 Rearding and recreation......_. 111211121 11211112 1 1
47 Recrentional goods_ ..o _.. 1112j1112f1112|1112 1 1
01 TV sets and eombinations. 3 3 3 3(3333j3 333|333 3 4 1
48 Recreationat services.__..... 1112111 2{1112;1 112 1 1
04 IRdoOr MOVIER. - e e ceccemvamcanann 1113f13 3 2{113 3|3 & 3 3 4 1
08 Indoor &pOrts . o v veeccccmeccc e eeonn 1113|133 2]11313|3 33 3 4 1
49 Reading and edueation_ . ... ccoooooaaos 1112{1112}/1112]1112 1 1
01 NeWSDAPOIrS_ L e ccincvcnannnan 3 33 3{3 33 3!33 333333 4 1
08 Tuition {ees. .. 3 33 3/{3 3 331333 3|3 3333 4 1
50 Tobneco products 1112|1112}1112]1112 1 1

Bee footnotes at end of table.
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AppENDIX TaBLE VII. Revisep CPI WElGET DERIVATION PROCEDURES FOR MAJOR EXPENDITURE CATEGORIES, INDIVIDUAL
ExpENDITURE Crass ToraLs, CERTAINTY ITEMs, AND ProBaBILITY ITEM ToraLs ! wirHIN EXPENDITURE CLASSES, BY
ReacioN 2 anD Crry-S1zE StRATUM, FAMILIES OF TWo OR MORE PERsons, 1960-61 CES—Continued

Expenditure data code, by region-city size stratum
EC No, | Item Description West Northeast South North
No. Central
Anchor-{ Hono-
age lulu
ABCDIABCD|IABCD|{ABCD
01 Cigarettes. 1 112}1112|]13 3 8{3 3 383 8 4 1
51 Alcoholic heveragesS___ 1113/1112|11138}1112 1 1
01 Beer and ale. 1113113312 113|113 3 1 1
02 ‘Whiskey ... 1 113j113 3|]2113ij1138 3 1 1
03 Away from home.__ 1113113 3|]2113(113 3 1 1
52 Financial and miscellaneous personal expenses 7. ___..._. 383 3 3 3!]3 3838 3!33 3 3|3 3333 4 3
01 i ing charges 3 3 333133 3 3|33 3 3!3 33 3 4 3
03 Funeral services.... 3 33 3/33 33|33 3 3|3 33 3 4 3
1 Weights for probability item totals within EC’s havingboth certainty adjusted after special editing procedures) for the following combinations

and probability items are derived by same procedures as certainty items;
for these EC’s, dpmbabilit totals are not separately shown.

32 8M8A’s and cities included in each region are as follows:
Northeast North Central South West
Boston Chicago Baltimore Los Angeles .
New:York-  Cleveland ‘Washington San Francisco
Northeast Detroit : .
NJ. . 8t. Louis
Philadelphia
Pittsburgh . .
B Buffalo Dayton . Atlanta Denver
' Hartford Indianapolis Dallas Beattle
Wichita ¢ Nashville .
C Lancaster Cedar Rapids Austin Bakersfield
Portland Champaign- Baton Rouge .
.Urbana Durham -
b .Green Bay Orlanda
Index: ) .
Kingston Crookston Florence Klamath Falls
Milville Devils Lake ° MecAllen Orem :
Southbridge Findlay Mangum
. Logansport Martinsville
Niles Unign
. Vicksburg
Nonindex;
Athol Cambridge Cleveland Eureka
Burlington  LaSalle . Gainesville Gallup
Lewistown  Manhattan. QGriffin
Menasha Okmuigee
Owatonna Reserve
Sebring

3 These items were in the original CPI pricing list but were subsequently

dr(ﬁ)(ged: weights have been allocated as follows:
15-01, Board, to items of EC 15-03, Restaurant meals

EC 16-02, Room rent. to EC 16-01, Rent of house or apartment

EC 17-02, 8ettlement charges, to EC 17-01, Home purchase

EC 40-02, Auto financing charges, moved by EC 36~1, New cars

EC 41-03, Rent of car, to EC 41-02, Taxi fares

EC 52-01, Other financing charges, imputed to All items, EC 1-562

4 Weight derivation procedures for home purchase and financing refer to
CES and CHUS data after special editing.

$ 8ubsequently adjusted by substitution of specially edited data for

purchase of new and used cars and auto financing charges,

¢ Weight derivation procedures for alcoholic beverages refer to ex-
penditures after adjustment for underreporting. .
. 1The relative importance of EC 52 to the total of EC 1-51 by region
was applied to the city data for EC 1-61.

. Ezxplanation of Codes

‘The code numbers appearing in the table indicate the scope of the data
used in the weight derivation. Most of the average expenditures used were
caleulated as pooled averages, i.e., aggregate expenditures rerorted by all
index families in the specificd area divided by the total number of
families in the sample. A slight variation of this procedure was used for
the D-stratum cities. Individual city averages, calculated as indicated
above, were combined as simple averages, i.e., the unweighted sum of the
city averages divided by the number of citieg in the specified area. The
evised weights were derived from CES and CHUS data (as reported ot &3
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of ci:g data:

Code 1. Average expenditures for index families in individual cities

Code 2. Average expenditures for index families in all cities within a
region-gize class-—pooled averages for A, B, C, stratum

. and averages of city averages in D stratum .

Code 3. Average expenditures for index families in all cities within a
region

Code 4. Average expenditures for index families in all Alaskan cities,

. For example, in the South the total expenditures for fresh fruits (EC 7) in

the largest cities (stratum A) were used in each city without ad b,
but the distribution of this total was based on the average distribution in
all A-atratum _cities in the Bouth; in all other southern cities the distri~
bution of EC 7 was based on the average distribution in all southern cities
regardless of size. . :

E:cept}'z:m in Weight bv: 3 Specific Expenditurs Cl and Ttems
em
No. No. Re&t’u
2 N Average of A cities in Northeast for Pittsburgh
South Average of C cities in South for Baton Rouge
NC Avvoi’riaig &f all cities in North Central region for
chi
6 South A\Bra of all cities in South for Baltimore and
. urham
15 NC Only 1961 city data used in Detroit for board.
. ll))-‘t(:iit;y average recalculated excluding Cam-
ridge. .
18 South Average of C cities in South for Baton Rouge
21 Al City data for sreciﬁc fuels priced and allocated
unpriced fuels to priced fuels
29 NC Av%r'a(‘zlq &f all cities in North Central region for
ichi
South Average of C cities in South for Baton Rou%e
31 NC Av‘g‘rag‘zle of all cities in North Central region for
Fichita
36-40 NC Average of A cities in North Central region for
St. Louis

41 01 All D-cities: zero weight for cities without publie
transit systems; for other D cities, D-city
average for citiea having public transporta~
tion, including any reported expenditures for
cities without public transit,

Average of C cities in North Central region for
Champaign-Urbana .

Average of Dallas and Nashyille for Atlanta.
Average of C cities in South for Baton

61 NC
South

ouge.

D-cities; where alcoholic beve
sold by the drink, weights for
from home were set at gzero; for other
cities, average of D-cities where drinks are
available, including any reported expendi-
tures in cities where sale is prohibited by

law.

-] Honolulu Total obtained by applying the Western region
average ratio (including Honolulu) of EC
52 to EC 1-51, to the total of EC 1-51 in
Honolulu, Items within distributed by the
‘Western regional average relativeimportance
(including Honolulu). ’

S&W are not

rinks awa,



Arpenpix TasLE VIII-A.

DEeR1vaTION OF PoPuLaTioON WEIGHTS FOR REVISED CPI

(Percentage distribution) CPI weights
Stratum and SMSA or city
1980 Census All Index Familiea |
urban consumey consumer Total (percent) Singles
population units units
A SBMSAS. e eeccecccaan .- 38.918 39.106 40.021 40.021
New YOrk. . e vccmeccccccaccccccmeeemer—em——————————— 11.415 11.944 12.577 12.577 11.290 1.287
Chi ———- - 5.133 4.803 5.552 5.562 4,969 .583
Los Angeles. o 5.306 5.462 5.017 5.017 4,052 .965
Philadelphia - 3.110 3.000 2.703 2.703 2.590 .113
Detroit..o . coon. 2.845 2.663 2.896 2.895 2.679 .216
San Franeiseo .. v cceeccccmccacaccccuan 2.105 2.406 2.372 2,372 1.919 .453
oston_.____. 1,942 2.001 1.930 1.930 1.681 .249
Pittsburgh - 1,572 1.565 1.565 1.585 1.432 .133
b LQUWIS . e e —————— 1.4582 .360 1.428 1,428 1.319 .109
Cleveland_ - 1.405 1,278 1.325 1.325 1.283 042
gton 1.463 1.459 1.265 1,255 .999 .266
Baltlmore .................. 1.171 1.167 1.402 1.402 1.285 117
BSMSA's____... _— et cdccecnceee 25.479 25.326 256.471 25.471
Northeast...... ecccescccmmcmmm——an - 4.454 4.235 4. 69
Hartford__ ——- ORI SO ORI PR 2.348 2.081 .267
2.347 2.080 .267
2.210 2.017 .193
2.209 2.016 .193
2.210 2,017 .193
Atlanta_ . 3.267 2.978 .289
Nashville, 3.266 2.977 .289
Dall: 3.267 2.978 .289
West.
Denver 2.174 1.875 .209
Beattl 2.173 1.874 .299
C Sl\%Sé:g 13.781
Portland, Maine, 1.803 1.563 .240
Lancaster, Pa._. 1.803 1,563 .240
North Central.____________
Champaign~Urbana, Ill......... 1.284 1.122 .162
Green Bay, Wis .. cccnee- 1.284 1.122 .162
Cedar Rapids, IoWa - « - - o ceccmococcccevcmc e mmmm 1.284 1.122 .162
BOUth o oo o cccccccececamean
Durham, N.C... 1.250 1.156 .094
Orlando, Fla - cocoeancneo 1.250 1.156 004
Baton Rouge, La.. 1.250 1.156 .094
Austin, TeXceeenmnanncanoacn 1,250 1.156 .094
Bakersfield, Calif .. e oo ccce e em———an 1.323 1.193 .130
D OitHe8 e e e e csc e e crm e m e e c e e n e e e cmmea e 20,727
1.170 1.041 .129
1.171 1.042 .129
1.171 1.042 .129
dlay, Ohio.. .. 1.352 1.188 .166
Logansport, Ind. 1.352 1.186 .166
Niles, Mich. .- 1.351 1.185 .166
Crookston, Minn. .. ... 1.352 1.186 .166
Devils Lake, N. Dak oo o_..o-. 1.362 1,186 .166
South. oo
Martinsyille, Va...o------.... 1.227 1.155 .072
Union, 8.C.. 1.227 1.156 072
Florence, Ala, 1.227 .156 .072
Vieksburg, Miss 1,226 1,154 072
Ma: 1.226 1.154 072
Mo. 1.227 1.155 072
1.339 1.197 .142
1.338 1.196 .142
.065 .052 .013
.354 .305 .049
100.000 89.432 10.568
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ArpENDIX TaABLE VIII-B. PorunatioN WEIcHTS FOR B CITIES BEFORE AND AFTER ADDITION OF 6 CITIES

CPI weights
Index
consumer
units Original After addition
of 6 Cities
Percent
B SMSA’s. - 25.471

Minneapolis—St,
Kansas City.

NN
[~}
o0
W
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Arpenprx TasLe IX. Consumer Price INpEx (Nuw SeRiBs) RELATIVE IMPORTANCE OF MAJOR GROUPS, SUBGROUPS AND
SeLECTED INDIVIDUAL ITEMs, DECEMBER 1963, AND CoMPARISON WiTH OLD SERIES !

New series Old series New series | Old series
index index index index
Groups, subgroups, expenditure ol Groups, subgroups, expenditure cl
and pri items and priced items !
Percent of Percent of Percent of | Percent of
all items all items all items all items
Dec. 1963 Dec. 1963 Dec. 1983 Dec. 1963
Allitems .o 100.00 100.00 || Household furnishings and operation
—continued
Food. .. ____.. 22.43 28.18 Furniture—continued
Food at home_ __........ 17.89 23.11 Floor coverings._ e 0.48 0.50
Cereals and bakery prod 2.46 3.27 Rugs, soft surfaoe. .o ool .34 .38
Cereals____. .80 .98 Other priced items.. _________ccooooo__ .14 .12
Bakery products 1.65 2.29 Appliances. e 1.36 1.71
White bread ... B .60 1.68 Refrigerator_________ ] .28 .53
Other priced items_.__.___.________ 1.05 .61 Other priced items._ _____ . cceeao.o 1.08 1.18
Other housefurnishings_ . . oo ouaoauaa . .83 .55
Meats, poultry,and fish. ... .___ 5.63 6.43 Housekeeping supplies. ... oo oo-____ 1.56 97
Meats_ e 4.45 5.21 Housekeeping 86rvices  _ — .o ccvueno_| 1.55 1.51
Beef and veal .____ 2.21 2.07 Domestic 86rvice - occmcmmccccocouao. .26 .68
Hamburger.. ... 57 .49 Babysitter -l 29
.80 77 Postage. - e .23 .35
.84 .81 Other priced items._ ..o ____. W77 1,48
or! 1.30 2.08
Pork chops -36 51 Il Apparel and UPkeeD - -« - oo 10.63 10.58
------------------ .30 .78 Men’s and boys’ apparel_ 2.86 .79
-64 -82 Men's apparel________ 2.21 2.37
Other meats -84 1.06 Suits, year round. _ _ .36 .48
Poultry oo .78 -86 Other priced items_ 1.85 1.89
Frying chickens............ .51 -66 Boys’ apparel  _.._..._..____ .85 .42
Other priced items. ... 22 e Women’s and girls’ apparel..__.. 4.08 3.67
Fioh -45 .56 Women's apparel . ... _____. 3.23 3.02
Dairy products. - -~ eeemeeee- 2.80 3.81 iveahictima 8 X
Milk, fresh (grocery).. ... ——— .85 1.19 Hose, nylon_ - _- ‘39 33
Milk, fresh (delivered) .._..... ——-- .68 1.20 Other priced items.. - 2.06 1.35
Butter...ooooooeaeoe - ---- -25 -40 Girls’ apparel ... .86 .65
Other priced items _ ... ...__._ ——- 1.02 1.02 FoOOtWear . - —.o.o.. 1.51 1.41
ruits and vegetables._._.._____ - 3.02 4.468 Street shoes, men's_.__ 26 33
Fresh fruits_ .o el .76 1.53 Street shoes, women's.. .26 .41
pples_ .o ==== 17 .31 Other priced items_ ... .99 .87
Bananas.....ooooooooonno- === -15 .19 Other apparel...__.____ 2.18 2.71
Oranges. - _--ooo-oomemno o m-—- -20 -62 Commodities .71 .72
Other priced items. ... PR .24 .51 rvices oTTTth 47 1.99
Fresh vegetables._ .. .94 1.38 Dry cl_e;;\;:-ng—:_ oo 79 1.34
2 -16 .19 Men’s suit_ ... A
ﬁ -39 Women’s dress. _ . BT 3 (R
. -26 Other priced items_ ... _._._____._ .68 3,85
15 135
. .55 s
Other food at home 3.99 5.14 || Transportation. o oo 13.88 11.65
Private transportation....ocooeo L. 12.64 9.98
Eggs_ . .- .64 1.01
Tats and oi 55 80 Autos and related goods. _ ... L. 8.02 7.38
ine. 15 ) Auto purchase_ . ______ ... 5.02 4.57
Margarine. _____ . .20 255 273
Other priced items .40 .60 247 18
Sugar and sweets. .. .64 1.00 3728 25
Nonalcoholic beverag 1.01 1.30 3 05 2 2%
Coffee, can and bag .40 .50 ‘23 ‘24
Other priced items..._ ... _._.__... .61 .80 ‘72 ‘30
Prepared and partially prepared food._. 1.15 1.03 362 280
Food away from home 4.54 5.07 Auto repairs and maintenance. .98 1.22
Restaurant meals______ 3.75 5.07 Other automobile expense..-.....-----.- 2.8 1.38
Between meal snacks A R Regitrl,;tion - I .37 .29
33.23 30.71 rivers’ license..- - oo ooenunee- .-
Parking fees.
20.15 18.34 Y
5.50 6.16 . Auto financing charges ¢
38 |l Public transportation
14. gz 12.18 Loc:_zl transit
9. .
Home purchase.. ... .. ——— 6.28 .
Mortgage interest . ....___. R 2.83 .
Taxes and insurance.. . ..... ———— 2.13 .
Real estate taxes_ _ ... R 1.72 .
Property insurance.......... .41 .24 .
Maintenance and repairs.. 3.03 . 7
Commodities_ .98 . Drugs and pharmace .
i 2.056 2.10 Over-the-counter items_ .
5.26 4.91 Prescriptions_ ... .
.73 1.21 Professional services...... .
.67 b5 Family doctor, house visit. . ...-... 1
.08 .66 Family doctor, office visit. .. _..._._. .
2.71 2.11 Optometric examination and eyeglasses_ .
1.30 1.18 Dentists’ fee8 oo oo oo ccmeeaa o .
1.41 .93 Other priced items___._.___. .
1.82 1.59 Hospital services .- ccccuno-- .
Telephone. ... ccecun- 1.38 1.10 Health insurance 5_.. 1.
Water and 86Werage. .. cceeocweuucuan .44 .49 Hospital services_.._._..._. .
Nonhospital services .
Household furnishings and operation......__ 7.82 7.46 Overhead .
Textile housefurnishings .61 .67 Personal care_. 2.
UrNitUre oo oo 1.44 1.55 Toilet goods 1.
Bedroom suite._.....- .28 41 Services_ _ - vccnn- 1.
Living room suite.... .28 .47 Men'’s hairout - o oovmaeoo_o .
Other priced items... .cccee o nio. .88 .67 Other priced items. - ... an . 72 .33
See footnotes at end of table.
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Appenpix TasLe IX. Consumer Price INpEx (NEW SERizs) RELaTivE IMPORTANCE OF MaJOR GROUPS, SUBGROUPS AND
SerLBerED INDIVIDUAL ITEMS, DECEMBER 1963, AND CoMPARISON WITH OLD SERIES 1-—Continued

New series O1d geries New series | Old series
index index index index
Groups, subgroups, expenditure cl Groups, subgroups, expenditure ci
and priced items ! and priced items !
Percont of Percent of Percent of | Percent of
all items all items all items all items
Dec. 1963 Dec. 1963 Dec. 1983 Dec. 1963
Heslth and recreation—continued Other goods and services—continued
Reading and recreation__.___.____._._____. 5.94 5.57 Alcoholie beverages
Recreation..__....... 4.36 4.39 Beer.cecue uwonun
Recreational goods._ 2.78 2.31 Whiskey and wine_ .. __.._.__
2 SR, .63 .70 Beer, cocktails away from hom:
Other priced items 2.15 1.61 Personal expenses. .
Recreational services 1.58 2.08 Funeral services_
Movies (indoor) .38 2.04 Bank service char,
Bowling fees._._. 1S: 1 2 PO Legal services. .
Other priced items .84 .04 || Miscellaneous®t_.__
Reading and education. 1.58 1.18 || Special groups
Newspapers.._...._ .50 1.1 omMmMOditiens. o oo
College tuition. W28 | cciiacaee Durable____..
Other priced items_ __ . __ ... _._.._.. - 0 I, Nondurable_.._
A OIVICOB - e mc e e me e e
Other goods and services 5.06 4.31
Tobacco products_.__. 1.89 2.06
igarettes .. ... 1.74 1.94
T¢I .15 .12
1 For this comparison, the items priced have been grouped for both 3 Fifty percent of old series weight for laundry; remaining 50 percent

indexes according to the classification of the new series, The basis of
gelection of items to be priced and the allocation of weights to the priced
items are not the same for the two indexes. In the old series, important

items were selected and unpriced items haying similar price movements were 4 Not
allocated directly to priced items, For the new series, the most important 5 Rep:
items were seleoted with certainty, and ocarry their own importance. rates in

Weights are shown separately only for these items, Some of them are
represented by more than one specification but the weights for the indi-
vidual specifications are not shown. The remaining weight of each ex-
penditure class is shared equally by the probability items.

actuall
resente
old series.

included in apparel services.
$Includes 50 percent of old series weight for laundry; formerly in-
oluded in Household o]

ration. N
riced; imputed from priced items, . .
y directly priced services in new series; by premium

¢ Personal financing charges other than mortgage interest and auto
financing.

ArrEnDIX TaBLE X. REQUIRED NUMBER OF REPORTERs PER REPLICATED SuBsampLE BY Commopiry Grour (ExcrLupiNeg
Foop AT HoME AND ITEMs OBTAINED FROM SECONDARY SOURCES) 1

Chicago, Other A B strata C&D All 56 oities,
Item Los Angeles, strata cities citiea 2 strata cities 2 samples
New York combined
Food away from home:
Restaurant meals 3__ . oo 15 12 12 12 |oe e
Between meal snacks.. oo ov e 5 4 4 [ 7 U,
Housing (shelter):
Dt 4 oo meecmme 750-1,100 500-750 200-500 150450 |ooeeeica
Hotel, motel rentals._ ... ecre ] cmeececsne e cemec e o ec e e mame e e[ mc e m——————a ¥ 200
Property tax.._._...__. 200 200 150-300 75176 foeoeeeees
Maintenance and repairs 5 4 4

Housing (fuel and utilities):
*Coal and fuel oi
[0 8 £:T- U
*Telephone___._.__ .. ....
*Water and sewerage rates

Housing (other):

House furnishings 5
Housekeeping supplies_ 5
Housekeeping services.........- 5
Apparel and upkeep:
Men's, women’s, and children’s 5
Footwear v 5
Apparel 8ervices. . . . e eicicecccceceae———— 5
Transportation (private):
Auto purchase (NewW OBIS) _ - e oo meiaean 3
Gasoline and motor oil ... 6
Automobile services.. . ____ 5
Other automobile expenses 5
Transportation (public):
Loocal transit. o oo oo oo e e
Tagicabs. . et m—— ] e
Medical care:
Drugs and preseriptions ... mceeiamns 5
Physician’s services 5-12
Dental services. ....___. 8-10
5
[
5
Personal care:
Toilet goods. - o e 5
Personal care services. ... ineccmcacnna- 5

See footnotes at end of table.
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AppeEnDiXx TABLE X. REQUIRED NUMBER OF REPORTERs PER REpLicATED SUuBsaMpLE BY CommopiTy Group (ExXcLupiNGg
Foop ar HomE anD ITEMS OBTAINED FROM SECONDARY SOURCEs) 1—Continued

Chicago, §'{ Other A B strata C&D All 56 cities,
Item Los Apgeles, | strata cities cities 3 strata cities 2 samples
ork : combined
Reading and recreation:
Recreational goods and services. ... .o 5 4 4 - S P
Newspapersa oo cerccecnmmenn
College textbooks

Music 1e880m8 .. o oo e e e e e d e e cme e e e

Other goods and services:
Tobaceo products ..o o o dmcee e
Alcoholicbeverages.. - .o v oo oo
Financial and miscellaneous personal expenses

5 4 4 4
5 4 4 4
5 4 4 4

*Mail questionnaire. .

! Required number not always available due to limited universe in smaller
(strata C & D) cities; cities in which 2 subsamples are priced are indicated
in appendix table X1I. .

1 Honolulu—3 outlets per subsample instead of 4 used for other B stra-
tum cities.

2 One-third of each subsample of restaurants is priced in most cities on
different quarterly cycles,

¢ One-third of each sample in the 5 largest cities and one-half of each
sample in all other cities 1s priced on different semiannual cyecles; total
sample in non-replicated and replicated cities is the same,

8 Kifty outlets per region—city size based on the relative importance of
1?l]i\'ISA receipts to total receipts (1958 Census data) for hotels and motels in

e region.

¢ Sample in each city represents universe of specified outlets located in
the city and selected pricing areas—no fixed sample size.

7 S8ample sige limited.

AppunpIx TaBLE XI. Size oF INDEPENDENT FooD STORE SAMPLE BY TYPE oF OutLET BY SMSA or Crry !

Number of Independent Stores
SMSA /city Total
Grocery Meat Produce
stores markets 2 markets *
54 37 13 4
50 36 11 3
4 33 4
79 35 30 14
55 29 18 8
31 18 6 7
32 20 9 3
34 19 10 5
33 17 10 8
27 20 4 3
31 22 8 1
26 21 4 1
23 20 2 1
33 17 10 8
32 18 8 [$]
24 21 2 1
26 21 3 2
29 20 8 3
28 22 5 1
28 22 3 3
26 22 3 1
28 20 3 5
27 23 3 1
30 18 7 7
31 21 7 3
24 22 2 -
30 22 8 2
29 23 5 1
24 23 1 -
12 10 2 -
10 10 - -
13 10 3 -
14 10 4 -
10 9 1 -
13 9 1 3
11 10 1 -
14 10 3 1
11 9 - 2
13 10 3 -
8 8 - -
5 5 - -
5 5 - -
Pindlay. 6 5 1 -
Florence._.. 8 8 - -
8 8 - -
5 5 - -
[] 5 1 -
3 3 - -
5 5 - -
5 8 - -
3 3 - -
5 5 - -
5 5 - -
5 5 - -
5 5 - -
8 8 - -
! Two subsamples combined in replicated cities, 2 Including a few chain outlets.
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AppPENDIX TABLE XII. Crrigs anp PriciNe ScHEDULE roR THE REviseEp ConsuMER PricE INDEX

Pricing schedule ?

Other items
City ! and size stratum

Food * Schedule *

Samples

A. Standard Metropolitan Statistical Areas of 1,400,000 or more in 1960:
*¥Baltimore, Md . ..o e ced e cma e
*Boston, Mass. ... ________...__
*Chicago-Northwestern Indiana 4__
*Cleveland, Ohio_ . . e

*Detroit, Mich. e ieeanee
*Los Angeles—Long Beach, Calif ._._________

*New York-Northeastern New Jersey ¢
*Philadelphia, Pa

1A,1B,2A,2B .

*St. Louis, }
*Washington,

B. Standard Metropollta.n Statlstwal Aress of 250,000 to 1,399,999 in 1960:
*Atlanta, Ga__
*Buffalo, N.Y_
*Cincinnati, Ohi

*Dallas, Tex. ...
Dayton, Ohio

Denver, Colo....
Hartford, Conn__
*Honolulu, Hawaii
RHOUStOD, T O o o o e
Indianapolis, Ind ... e cemmm———ecm e e

*Kansas City, Mo . e ————————————

*Milwaukee, Wis_..____._._-

*Minneapoli
Nashville, Tenn

*8an Diego, Calif

*eattle, Wash . et
Wichita, Kans . e cecacc e caa—— e mm

C. Standard Metropohtan Statistical Areas of 50,000 to 249,999 in 1960:

Baton Rouge. La _______________
Cedar Rapids, Jowa.__..
Champmgn—-U‘rba.na. I

D, Urban Places of 2,500 to 49,999 in 1960:
Anchorage, Alask:
Crookston, M.mn_
Devils Lake, N.D
Findlay, Ohio. .
Florence, Ala

Kingston, N. Y e et —— e mem——mam
Klamath Falls, Oreg... ..
Logansport, Ind.._____
Mangum, Okla.__...__.
Martingville, Vo oo oo e —m——am—m— e e

MoAHeD, T OX e e e ———————————————————————
Millville, N.J__
Niles, Mich...
Orem, Utah_.____.___._
Southbridge, Mass

TUnion, S.C . o et m e — e —————————— ) I, ) NSRRI PSP S x
Vickaburg, Miss. o oo e e et e m e am e am o | Z b 75U RN x

*Indicates areas for which separate indexes are published.

1The 18 largest Standard Metropolitan Statistical Areas as defined for
the 1960 Census of Population were selected on a certainty basis and
repregent themselves only in the population weight patterns. The other
sample selections carry not only their own &ﬁo pulation weights but also
prorata shares of the population weights of cities in their region in the
same population class,

2 Jtem sam d]:tles are identified as sam les “1’” and *2.”” Outlet samples
are identified as samples “A” and “B.” The determination as to the
extent of sampling within an area depended on plans for publishing separate
area indexes and on plans for developing estimates of sampling error and its
components,

100

3 Foods, fuels, and several other items are priced every meonth in all
cities. Prices of a few items are collec semiannually or annually in all
cities, Prices of other goods and services are obtained on the schedule
ind.wated

M = Every month,
1 =January, April, July, and October.
-February, Ma.y, August. and N]:-?vember

) Al
‘ Standard Consohdated Aress.’
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Exuisir A

BLS 2349 REPORTS WILL BE U.S. DEPARTMENT OF LABOR Budget Bureau No. 44~R1081.2
Rev 5-1-60 HELD IN CONFIDENCE Bureau of Labor Statistics
BLOCK BOUNDARIES: Washington 25, D.C. Block No. Page of Pages
North
East COMPREHENSIVE -
HOUSING UNIT SURVEY (City and State)
South. Listing Form
{Suburban Arez)
West
In-Block Ratio 1: City Arez Block Page No.
* Not for
field use
ALL HOUSING UNITS ALL ALL OCCUPIED HOUSING UNITS
IDENTIFICATION Uc{‘ll‘iG (Col. 3, code 1 or 2) }‘{363,’[315 (Col. 5, code 1 or 2 and no entry in Col. 10)
QUARTERS premene UNITS ' )
TIPE OF ROUSING e L YEAR BUILY ONDITION . For roat TR e [ TELEPHONE:
wuree 1. Single, ':IF“ 10, befsre | 1. Sound 7-,::"‘- 1. Tenont 1. White OF NUNSER
i detoched i) 2. Deterlo- 2. Owner 2. pexsons
W 2. Single, 2. 190~ M'i.n’g scapied | 3 Goncrsion | 3. :"}.: 1] Etes "1
1. Kitchen focili sormi- e 1. Ditupidoted 3. for ule 4. font dree e ™
w1 ties insialled doached 2. 19%0- 4. Sold-not phone
STREET STREET ». LME 2. Kitchen fuaili- § 4 Single w9 accupied availebls
MANE [ ot w0, fios pot " atteched 2, 1940- S. Ml foc n vait.
e, instalind - 1snal wars
3, Ko kitches 4. Noltic ™y occos Eater 2
focilitios vait Mt 149 P [ pt.«-ol )
Lt T o strcton elud,
4. Kitchon of your, 7. Other of
fouilities wknows
1 2 3 4 s 6 7 8 9 10 1 12 13 14
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
*Code *#If column §, code 1, complete reverse side,
Floor Number-1st Fl., 2d Fl, etc,  F-Front  RecRighe
B-Basement L-left R-Rear Interviewer Date
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EXPLANATIONS

LINE COLUMN
NO. NO. COMMENT
ALL OCCUPIED HOUSING UNITS WITH INSTALLED KITCHEN FACILITIES OWNER OCCUPIED UNITS
(Col. 3, code 1 and Col. 11, code 1to 4) (Col. 11, code 2)
waset | w6 | Bachroom Facilicies | mrmic- | coomms | marms | s MR ooty | eamse | oama I omor PURCHASE BTIE
e | M mm | v | PO | RE | Gumar | RE | oo | EOPE | SNGS (| meous e [
4 im0 | sarweook { LoWems | Tokow | LM | 1 e = :",';’:' L | UE Lamplen i
iy ) Yem 1. Mo com- | FMCLME | 2. Ga 2. 6 2, Goptral | 2, Gov Lo By e 32y | 0. Elovator ff fast 2 o olter o
2. alé maly o MVATEONY | 3 Eloc- | 3 Hao | 3 Other, | 3 Ele | 2 Control bet ne o 2. Swirch- | digins o Gol, wovrest
Ty HOT A% COD. &" ' ko tric. i - Irice ystem e more board of D.)- $100)
*Y Hoeted bys tﬂl:‘.!" ". ok bowl | 4 z . :l.yll . mﬂ ity 3. Roem 3. Drywe—ges 4, Care 3 El:. H yoor.} Mo
3. b Liww’ |3 ok « s | | b Il G il - fovoiin
So Tl oy | e[ eow | | o 5 e oy ™
b6l 4. Shared shailed ok ..r
7. trkee pocnll ERY S 5. Mooe
15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
1
2
3
4
5
6
7
8
°
10
11
12
13
4
15
102
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EXPLANATIONS

LINE |COLUMN
NO. NO. COMMENT
ALL TENANT-OCCUPIED HOUSING UNITS WITH INSTALLED KITCHEN FACILITIES ALL OCCUPIED
(Col. 5, code 1 and Col. 11, code 1) HOUSING
Equipment Included in the Reot in Col 44 or 46 Services Included in Rent in Col. 44 or 46 RENT UNITS
s | KRG " HEATING ar LAUNDRY WATER K- o HeAT GARAGE | CONTRAL SACH, ACH, ANAL FANILY
mes HATOR STAUED QU | cosomion- | Euir- LTS SEVKES o0k 00E tNCOBE
0% o ™ =t 1. Ko m. 1% 1% 1%
Lk [ LM e 20 2% ERT 2% | A Heeter 1=Undar $2,000
2. Fart ER 1 % 1. % L “wly | 1% 2. Switohe 2--2,000-2,99¢
3. Rl L 2 ta 2 2 Tn 3. Yt 2 e boord 3-3,000-3,9%¢
2% od 3B s " " $—4,000-4,9%
alé sk oy WE 55,005,999
4. Other 6—4,000-7 499
{Spify 7-7,500-8,999
i fool- $-10,000-14,59%
aole) 915,000 ond ever
5. onw
n .32 33 34 s 36 37 38 39 40 41 42 : 43 44 45 46 47
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
] 2
1 2
1 2
1 2
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Exuisir B

SampriNGg Frame ¥or SELECTION OF THE CPI IteEM SaMmpLe

Item CES FOOD (267 items) Ttem CES FOOD (267 items)
No. schedule No.,! Food at home (264 items) No. schedule No.! Food at home (264 items)
Cereals and bakery products (35 items) EC—4 Poultry (4 items)
EC-1 Cereals and grain products (19 items)
1.
1. ‘White flour, all purpose Chicken fryers, broilers, etc., fresh
2, ‘Whole wheat flour, soybean and other flour
N Biscuit or roll mix § (élﬁilcten parts, freshh lo. £
. . N icken, parts or whole, frozen
Cake mix and cake flour 4, Turkey, fresh or frozen
5. Muffin, gingerbread, ete., mix
6. Pancake and waffle mix
7. Pie mix EC-5 Fish (6 items)
8. Corn cereals, ready-to-eat
9. ‘Wheat cereals, ready-to-eat
10. -] Rice cereals, readdy-to-eat 1. Fish, whole, fresh or frozen
11, Bran cereals, ready-to-cat 2. Fish fillets and steak
12, Bread crumbs, eracker meal, prepared stuffing || 3. Shell fish, fresh or frozen
13, Cornmeal 4, Canned tung fish
14. Cornstarch, rice flour, and other thickening 5. Canned salmon
15. Grits and hominy 6. Other canned fish
18. Macaroni, spaghetti, noodles, eto.
17, Rice
18. Rolled oats Dairy products
19, ‘Wheat cereals, cooked EC-8 Dairy products (19 items)
EC-2 Bakery products (16 items) Fresh milk
a. bought in stores
b, delivered
1, Plain rolls, biscuits, or muffins, baked Skim milk
2. Rolls, biscuits, or muffins, partially baked Buttermilk
3. _| White bread Half and half milk
4. Whole and cracked wheat bread Chocolate milk
5. Rye brea Coffee cream
8. French bread ‘Whipping cream
7. Other bread, other than white, whole wheat, Ready w. egped oream
rye, and French Evaporated and condensed milk
8. Soda crackers including saltines Malted milk and other prepared milk powders
9. Crackers other than soda crackers and saltines Powdered milk and powdered cream
10. Cookies Ice oream, sherbets, and other frozem milk
11, Cake products
12. Pie American cheese
13. Past, Processed American cheese
14, Doughnuts Solid cheese other than American
15. Sweet rolls Cheese spreads
16. Coffee cake Cottage cheese
Cream cheese
Butter
Meats, 8oultry, and fish (48 items)
EC-3 Meats (38 items)
Fruits and vegetables (83 items)
EC-7 Fresh fruits (15 items)
Beef and veal (12 items)
1. Steak
2. Beef liver 1.
3. Ground beef 2. Bananas
4. Chuck roast 3. Strawberries
5. Rib roast 4. Qther berries
6. Ruz:i: roast, brisket, ete. 5. Grapefruit
7. Dried beef 8. .| Lemons and limes
8. Corned beef 7. _| Oranges
9. YVeal cutlet, steak 8. ‘Watermelons
10. Veal stew meat and other veal 9, Cantaloupes
11, Calves’ liver 10. Fruit juice, fresh
12, Veal roast 11. Pears
Pork (12 items) 12. Peaches
13. Pork chops, center eut and end cut 13. Grapes
14, Fresh ham, whole and half 14. } 112-C (pt)oooceeee ‘Tangerines
15. Pork sausage, fresh 15. 1 113-C (pt) e ce e Plums and prunes
16. Pork loin roast
17. Other fresh pork
18. Bacon EC-8 Fresh vegetables (20 items)
19. Ham slices, smoked
20, Ham, whole and half, smoked
21, Picnics (shoulder) 1. Asparagus
22, Salt pork, bellies, fatback, etc. 2. Broceoli
23. Canadian bacon 3. Cabbage
24. Butts 4, Carrots
Other meats (14 items) 5. Cauliflower
25. Leg of lam 6. Celery
26. Lamb chops, loin and rib 7. Corn, sweet
27, Shoulder lamb 8, Cucumbers
gg ggilfegdmh am 9. Lettuce and salad greens
30. Salami 10, Onions
31. | 77-C Meat loaf 11. -| Potatoes, white
32. | T7-C Other cold cuts 12, Snap beans, green or wax
33.| 78C. Frankfurters 13. Spinach, kale, or other cooking greens
34. | 79-C. Smoked sausage 14. omatoes
35. | 82-C. Canned ham 15. Turnips and rutabagas
gg 83-C. OI !tehuere%almd meat 16, Other fresh vegetables
38. | 80-C. Tongue, heart, kidney, ete. 17. Sweet potatoes, yams
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SampLING FrRAME ¥OR SELECTION OF THE CPI IteEM SAmpPrE—Continued

Item CEB FOOD (267 items) Item CE8 FOOD (267 items)
No. schedule No.! Food at home (264 items) No. schedule No.! Food at home (264 items)
EC-8 Fresh vegetables (20 items)-—Con. EC-12 Sugar and sweets (12 items)
18, [ 151-C . oo Lima or kidney beans 1.
19. 143—0 (679 PSS, Brusgels sprouts }Candy
20. [ 153-C o Peas 2. Chewing gum
3. Iecing, fudge mixes, other mixes
4, Jellies and jams
EC-9 Processed fruits and vegetables 5 Freserves and apple butter
6. Pudding mixes
(48 items) 7. Gelatin mixes
8. Brown sugar
9. White sugar
Proocessed fruits: %(1) gorn syru; a.ncll maple syrup
1 118-C t) oo 5 . oney and molasses
é‘ Hgg R ﬁlp)g{:sé:‘?;’ozg: ror jar 12. Chocolate syrup and other flavored syrup
2. Hg—g épg _________ F(_:{mt cocktail, can or jar
5. o:c ot eoeoe Pe:ﬁlse:? g(;l;l:l‘(l)f;s,:: n or jar EC-13 Beverages, nonalcoholic (8 items)
8. Pears, can or jar
7. Pineapple, can or jar c
3' Qther canned fruits, % cg?:; in bags or cans
10. é?g:; J]'{llllgz” %:!:1 ?:; Jl:;. 3. Instant coﬁee and coffee substitutes
11. Mizxed fruit juices, can or jar 4. Tea, bags, leaves, tea concentrates
12, Orange juice, can or jar 5. Cola drinks
ﬁ. 1(;vlmpefrllut juice, can or jar 8. }Gmger ale and soda
. neapple juice, can or jar .
7. Other carbonated drinks
}g gé;i:: ’;‘,‘,ﬁg’s,"?,':,f;n’ ar 8. Noncarbonated drinks, liquid or concentrate
17. Other frozen fruits and berries except straw~
18. berries EC-14 Prepared and partially prepared
Other frozen juice foods (50 items)
19,
23. %?:5‘ ‘f‘?&tf,’&ﬁ’,‘ frozen 1. [187-C. .. Chicken soup, canned
21, Orange juice, frozen 2. 11 [, Tomato soup, canned
22, Prunes 3.1180-C___ ... Vegetable soup, canned
23, Raisins 4, | 190~C (pt) .o oeoe Bean soup, canned .
24, Other dried fruits 5. | 180~C (pt)___..___. }Other soup, frozen and canned, (except chicken,
Processed Vegetables: 191-C ... tomato, vegetable and bean)
25. Asparagus, can or jar 6.1 192-C___. ... Dried soups
28, Beets, can or jar 7.| 246-Con . Baby food, cereal
27. Corn, cream style or whole kernel, can or jar || 8- 2470 Baby food, puddings
28, Lima and kidney beans, can or jar 9.1 248-C ... Baby food, soup .
29, Peas, green, can or jar 10. { 249-C .. Baby food, strained and chopped fruit
30. Potatoes, white, can or jar 11, 250-C. oo Baby food, strained and chopped meat
31. Potatoss, sweet, can or jar 12, [ 251-C ... Baby food, strained and chopped mixtures
32, Snap beans, green or wax, can or jar 13, | 252-C oo Baby food, strained and chopped vegetables
33. Tomatoes, can or jar 14. | 253-C (pt) oo Baby food, powdered formulas
34, Other canned vegetables 15. | 253-C (pt) oo cceen Baby food, junior cookies and teething biscuits
35. Tomato juice, can or jar 18. | 193-C Baked beans
36. Mixed and other vegetable juice, except || 17. Sauerkraut, canned
tomato 18, c];‘ag hetti with sauce or meat balls
37. Asparagus, frozen 19, icken with noodles, chicken a’ Ia king, ete.
38. Broccoli, frozen 20. hili con carne
39, Brussels sprouts, frozen 21, Chow mein, chop suey
40, Corn, cut, frozen 22, Enclnladas, tamales, eto.
41. Green beans, frozen 23. Corn beef hash
42, Lima beans, frozen 24. Tomato catsup and chili paste
43, 1 168-C (pt)_ ... Peas and carrots, frozen 25. aking powder, soda, yeast
44. | 168-C (pt)-ocveoe- Mized veg. except peas and carrots and suc- || 26. Olives
cotash, frozen 27. Relishes
45, Peas, frozen 28. Pickles R
486. Spinach, frozen 29, Salt, spices, seagsoning
47. Other frozen vegetables 30. Nauts .
48. . . 31. Instant potatoes preparation
Beans, peas, lentils, etc., dried 32. Spanish rice and other rice preparations
33. Macaroni and cheese
34. Extracts, flavors
35. Potato chips
Other food at home (79 items) 36. Corn chips, popcorn and other snacks
EC-10 Eggs (1 item) 37. Fish sticks, frozen
38. Meat pies, frozen
38. %ou%{try ies, frc}zen
. 'urkey dinner, frozen
O Eges 41, Beef dinner, frozen
42, Fish dinner, frozen
43. ?mners& frozen except turkey, beef, fish
L i i 44. rozen desserts
EC-11 Fats and oils (8 items) 45. French fried J;otatoes, frozen
46. glcagom and cheese, and other frozen prepared
shes
1, Lard 47, Prepared salads
2. Margarine 48, Dietary formula products
3. Shortening except lard, butter, margarine 49, Prepared dishes except Spanish rice, macaroni
4, French dressing and cheese, and instant mashed potatoes
5. Salad dressing except French 50. Sauces and gravies except catsup and chili
8. Mayonnaise and other cooked dressing paste
7. Peanut butter
8. Balad and cooking oil

See footnotes at end of table.
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SampPLING FRAME FOR SLEcTION OF THE CPI ITEM SaMPLE—Continued

Item CES FOOD (267 items) Ttem CES HOUSING (212 items)
No. schedule No.! Food at home (264 items) No. schedule No.!l
EC-15 Food away from home EC-20 Maintenance and repairs, services
(3 items) (30 items)—Con.
1. 17. | E-I-10 (pt) e oo ‘Window panes, replacement
2 Board 18. Eﬁ—g ggti ........ éddition of gew trloom, poroh, ete.
. 19. ~ 1) DR arage construction
Restaurant meals 20. | E-II-3 (pt) oo General remodeling, siding, structural change
3. Between meals snacks 21, | E-II-6 (pt) .o --_. Fe;lfo e(;rle;ettmmng walls, installation or re-
22, | E-II-6 (pt) o oo New walks, patio, installation
23. | E-I-10 (pt)-.- Awnings, installation
HOUSING (212 items) 24, | BE-11-4________ .} Central air conditioning
25. E—II—-l (pt)... Completing unfinished room
Shelter (563 items) 26. | E-1I-1 (pt) o e w bathroom construction
EC-16 Rent (4 items) 27. | E-II-1 (pt) oo ceae Reoreation room construction
28, | E-I-11 épt ........ Termite protection
29, | E-II-6 (Pt)emceuen. New lawn development
1. 30. | E-ITI-5 (pt) e e Landscaping, planting of trees or shrubs
Rent of house or apartment
2. - EC-21 Fuels and utilities (6 items)
Rent of rooms
3. Bolid Fuel:
-|{Hotel, motel rentals 1,
- Coal, coke
4. Ground rent & 2
Homeownership (5 items) Fuel oils
EC-17 Purchase a.nd nancing (3 items)
Utilities:
3. Gas
1, Purchase 4, Electricity
%. Settlement charges g Telephone
‘Water and sewerage charges
Mortgage interest contracted and other costs
Housefurnishings (111 items)
EC-22 Textile housefurnishings (20 items)
EC-18 Taxes and insurance (2 items)
L L Sheets
Property tax, and special assessments 2. Pillow cases
9 3, Pillows
* }Homeowners insurance 4.
Blankets
Maintenance and repairs (44 items)
EC-19 Maintenance and repairs, com- 5. Blankets, electric
modities (14 items) 8. edspr , couch covers
7. Curtains, all fibers
8. .| Ready-made draperies, all fibers
1. | E-I-1 (pt). Outside paint, ete. 9. Custom-made draperies, all fibers
2. | E-I-2 Roo! materials 10. Slipeovers, ready-made
2. Inside paint, varnish, ete. 11. Slipeovers, custom-made
5. - g\;‘gli:ggrmatenah 12. Bath towels and hand towels
8, Water heater and parts 13. Bath mats and bath sets
7. Furnaoe parts 14. Material for curtains, draperies, eto.
8. Glass, sereening, eto. 15. Materials for handwork (erochet thread, yarn
9, Lumber for needlepoint, etc.)
10, Tile . 16, Table linens
g Other building materials 17. Shower curtains
. ~| {Plants, shrubs, garden supplies, etc. ig ggﬁ::tetx?s‘?rl:i
13, Fence, slats, ete. 20. Tablecloth and ta.ble mats, plastic
14, Electrioal materials
Furniture and floor coveri
EC-20 Maintenance and repairs, services EC-23 Furniture (31 items,
30 items)
1. Living room suite
1, Qutside painting 2. Chair, fully upholstered
2, Roof replacement 3. Cocktail or coffee table
3. Roof and gutter repairs 4. Living room table except cocktail or coffee
4, Fenece repair 5. Sofa, standard
5. Qutside repairs, except fence 6. Sofa, sectional
8. -1 Redecorating 7. Sofa, dual purpose
7. Floor refinishing 8. Desk
g. '.g}l:]o{tncstl repau' tallati 13' 1 Oceasional chair
. 1] rep. t or ms on N ot o e ] .
i | gt o | 1. | T @0 | Dt om e
o urnace or other heating equipment cleaning . — .
g gea:mg equ.\pmenti replacement orinstallation 19 %—ﬁ _|Dinette set, wood or metal
. eating equipment repairs ., | I-2-3_ -
145: Water heater r J:au' or replacement I-2-5 (pt) Dining room table, wood or metal
% - gggrm %c:g: an hv;';ndows. installation 13. I:g_—é_(—l;t-) ssoozmeee- Dining room chair, wood or metal

See footnotes at end of table,

106

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



SampriNg FraME For SELECTION OF THE CPI ItEM SampLE—Continued

Item CES HOUSING (212 items) (Ltem CES HOUSING (212 items)
No. schedule No.! No. schedule No.!
Furniture and floor coveri: EC-~26 Other housefurnishings (32 items)
EC-28 Furniture (31 items)—Con. —Con.
14. Bedroom suite 19. Seales
15. Bed 20. Thermos bottles
16. Mattress, except nursery 21. Lunch kits, ete.
17. Spring 22, Venetian blinds
18. Dresser, chest, or vanity 23. Window shades
19. -|}Porch and beach furniture %é: z Eygae'wﬁgérs
20. Unpainted furniture, except kitchen 26. and luggage, trunks, lockers
21, Card table 27, Lawn mowers
%g Folding chairs gg 1gancl t:;)h]ss ‘o
. . . . ower tools except lawn mower
24 Kitchen cabinet g‘l) 1(\)ﬁher ll%]’arden ]e)qui ment P "
. ) . . soellaneous ware and supplies
Kitchen furniture 32. Fresh flowers and plants for the house
25. Side chair
26. Bookease
27. Cots
28. Crib, nursery bed Household operation (42 items)
29, Mattress, nursery EC-27 Housekeeping supplies (28 items)
30. Chest, nursery
3L Nursery chairs, play and food tables, tollet
seats, play pens, bathinettes, bassinettes, P
nursery basket, baby carriages 1. Liquid household detergents other than laun-
2. Liquid detergent, laundry
3. Detergent, solid form
EC-24 Floor coverings (7 items) 4. Soap, bars .
5. Soap, flakes or chips, granules or powder
8. ‘Water softeners and conditioners
1. Rug, soft surface 7. Ice
2, Scatter rug, soft surface, all fibers 8. Laundry supplies except soaps and detergents
3. Stairs and hall rug, soft surface, all fibers lg %i;ge;a;ners, sir deodorizers
4, Rug, hard surface 11. Insect sprays, powders, etc.
5. Scatter rug, hard surface 12. ponges .
g. Tile ii - %}u;cmltur?i pl?hSh
. 3 .| Metal polis!
}Rug pads 15. Scouring powder
16. Steel wool and other acouring pads
17. Electric light bulbs
EC-25 Appliances (21 items) 18, Candles and matches, ete.
19. Aluminum foil
20. .| Paper napkins
Refrigerator 21. Paper towels
Home freezer 22, Paper plates, etc.
Cooking stove, free standing 23. Shelf paper
Cooking stove, ovens built-in 24. Toilet tissue
Vacuum cleaner 25. Wax paper
Wazxer, eleotric 26. Stationery
Washing machine 27, Greeting cards _ i "
Automatic clothes dryer 28. Pens and pencils and miscellaneous writing
Washer-dryer combination supplies
Air conditioner, demountable
Sewing machine, cabinet
Sewing machine, portable . N .
Room heaters EC-28 Housekeeping services (14 items)
Electric toaster
Electric iron
Electric coffee makers, frying pans, mixers, hot :
plate and other electrical kitochen equipment % 8{::;11% ::gz gﬂz: ggsperies, slipcovers
Electrical fan, portable 3. Cleaning sent out, blankets
Electrical fan, built-in 4. Laundry sent out, flat work
g;.srl{:;gh;igposal unit 5. Domestic household help and babysitters
Dehumidifier 6. Handyman, gardeners and grass cutters
7. Day nurseries, child care center service
EC-26 Other housefurnishings (32 items) 8. Reupholstering
9. Furniture repair,
10. Equipment repair and service charges
Glasses 11, Moving expense, other freight and express
Dish sets charges
Dishes (separate pieces) 12, Storafe charges (except furs and apparel)
%e;ving ieﬁeﬁ " I 13. Postal charges
ives, forks, spoons, etc., sterling silver 14, .
Knives, forks, spoons, etc., silver plate } Garbage and trash collection
Knives, forks, spoons, etc., stainless steel and
other
Cooking utensils
Kitchen knives, forks, spoons, implements, Apparel and upkeep (184 items)
crockery and glassware
Brooms Men's and boys’ apparel (53 items)
Cleaning equipment other than brooms EC-29 Men’s apparel (30 items)
Laundry boards, tubs, baskets, clothesline,
etc.
Bottles, nipples, sterilizers, bottle warmers
TFloor lamp 1. Qvercoats, heavy
Table lamp . 2. Topcoats, lightweight
Fireplace screen and equipment 3. Jackets, heavy, all ibers
Cloce 4. Jackets, lightweight, all fibers
Soissors [0 Y S Sweaters, all fibers

See footnotes at end of table.
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SaMpLING FRAME FOR SELECTION OF THE CPI IteEm SaMpLE—Continued

Ttem CES APPAREL AND UPKEEP (184 items) Ttem CES APPAREL AND UPKEEP (184 items)
No. schedule No.! No. schedule No.!
Men's and boys’ apparel (53 items) ‘Women's and girls' apparel (70 items)
EC-29 Men’s apparel (30 items)—Con. EC-31 Women’s apparel (39 items)—Con.
6. | K—II-6._._ ... Raincoats, all fibers 8. Sweaters, all fibers
7.1 818 ... 2-pe. or 3-po suits, winter and year round 9. Suits, heavyweight
weight, all fibers 10. Suits, lightweight
8. Suits, tropical weight, all fibers 11. .| Street dresses, all fibers
9. - Sport coats, separate jackets, all fibers 12, -| Housedresses, all fibers
10. Trousers, slacks, (except work), all fibers 13. Dresses for formal or semiformal wear
% é: g‘r?%!;zoﬁz:. gg:l:a s 14, Skirts, jumpers, culottes
ﬂ ]s)ﬁiff:"r;z.k 15. Blouses, shirts, all fibers
15. Shirts, dress, all fibers 16. Aprons, smocks, brunch coats, dusters
17, .| Slacks, heavyweight
16. ig %lacks hghtgbiexght
5 5 . ungarees, blue jeans
- Shirts, aport, woven and knit, all fibers 20, Shorts, perial pushers
- N . 21, Bathing suits
17. Uniforms and special work clothing 22, gﬂ:dforms and special work clothing
18. s 23. ips
i Shorts, walking, Bermuda, etc. 24 Petticoats
19. 3 25. Garter belts
Undershorts, briefs 28. Girdles, corsets
27. Brassieres, all fibers
20. . 28. Panties, briefs, union suits, other underwear
Undershirts 29. Nightgowns
21. Pajamas, nightshirt 30. N Pajamas
gg Bathing trunks . 3L Robes, housecoats, and negligees
. Bathrobes, lounging robes, all fibers -
32. Stockings
24. Socks including slipper socks, other hosiery &
25, Hats and caps 33.
26. Ties Anklets, socks, slipper socks
27, Wallets, belts, etc,
28. Gloves, work 34. Hats
29, Gloves, dress, all fibers 35. Gloves
30. .| Handkerchiefs 36. -| Handbags, purse
37. Umbrellag
38. -| Handkerchiefs and scarfs
EC-30 Boys’ apparel (23 items) 39. Other accessories
1. EC-82 Girls’ apparel (31 items)
Overcoats, coat sets
2. 1. Heavy winter coats, coat sets
Jackets, heavy, all fibers b gightwei%ht ﬁoamést%ppem o N
3. . . 3. nowsuits, ski suits, leggings, ski pan
Jackets, lightweight, all fibers 1 Jackets, lightweight, all fibers
4, Sweaters, all fibers 5. -;a.okett:, hex;.lvﬁy‘,) all fibers
5. : < 8. Sweaters, ors
Suits, heavyweight 7. Suits, hgi\t.welght and heavyweight
6. Buits, lightweight 8. -{ Raincoats, all fibers
7. Sport coats 9. School and similar dresses
8. Trousers, slacks, dress, all fibers 10. Party dresses, all fibers
9. Trousers, (except dress), all fibers 11. Skirts and Jumpers, all fibers, pinafores,
%O. é)ungareea. overalls 1 smocks
1. orts 2.
12, Bathing trunks, play clothing, ete. Blouse.s. all fibers )
13, Shirts, dress, all fibers 1. Jee shirts, polo shirts
14, 15. - Overa.l]s, dungarees, blue jeans
Shirts, sports, woven and knit, all fibers 18.
L i; glagn suits, st:n suits, special playclothes
5. . athing sui
Undershorts 19. Uniforms and speocial clothes, except play
16. 20. Slips
Undershirts 21, Pettxooa,ts
1 gg Garter belts, brassieres
: Pajamas and bathrobes ) -} {Panties, briefs
24, Undershirts
i.g %octlzs, slipper ds%clﬁ‘z'x other hosiery 9 -
. ats, caps and helmets 5. . .
20. Bnowsuits, ski suits, ski pants, leggings Nightgowns, pajamas
gé (A;};:::::o e 26. Bathrobes, housecoats
23. Raincoats, all fibers g; H::;ery
29, Gloves
30. Purses
Women's and g\rls' apparel (70 items) 31. Accessories
EC-31 Women’s apparel (39 items)
EC--33 Footwear (21 items)
1. | B=I-1-2_____.___ Heavy winter coats
2. Lightweight coats, topper
3. Yur coats, full or 3{ length, fur jackets 1. | K-IT42_ .. ... ____ Street shoes, men’s
4, Fur scarfs, stoles, m 2. [ S, ‘Work shoes, safety shoes, men’s
5. Raincoats, all fibers 3. 44 . Sneakers, loafers, other casual shoes, all fibers,
6. Jackets, heavyweight men's
7. Jackets, lightweight

See footnotes at end of table,
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SamMpPLING FRAME roR SELEcCTION OF THE CPI ITEM SamMpLE—Continued

Ttem CES APPAREL AND UPKEEP (184 items) Ttem CES APPAREL AND UPKEEP (184 items)
No. schedule No.! No. schedule No.!
EC-33 Footwear (21 items)-—Con. EC-35 Apparel services (14 items)—Con.
4, A]:hleho and special sport shoes. men’s 11, Dressmaker or tailor at home or outside
g ghg::: zzree:lt’.lg'r;fl:l,nvgggxen s 12. - Alterations, weaving, dyeing and repair
7. Casual shoes, sneakers, athletlc and special || 13. Upkeep and storage of fur
sport shoes, all fibers, women’s 14. Watch repair, jewelry repair
8. Shges, leather upper including cowboy boots,
oys’
9. Sneakers, loafers, other casual shoes, boys’ TRANSPORTATION (34 items)
10. Athletio and special sport shoea, boys’
11. Street and dress shoes, girls’ Private transportation (28 items)
12, Sneakers, other casual shoes, loafers, athletic Automobile and related goods (10 items)
and special sport shoes, all fibers, girls’ EC-36 Auto purchase (2 items)
13. Houseslippers, men’s
14, Houseslippers, women's
ig gouseshppers, bo%v: 1. P—I—ig (1()t.))_ _______
. ouseslippers, girl ¢ (pt)--- -
17. Rubbers, galoshes, boots, men's 8 (o) _ _| {Passenger cars, new
18. Galoshes, boots, rubbers, women 8 SQ—IV—-Za (ot .
ég. ga%osl}:es, goog, pl%sglc, vg)men s 2. | P-1I-16 g 8 (pt)_.___ -
. aloshes, boots, rubbers, boys’ 17¢ (pt)--- -
21, Galoshes, boots, rubbers, girls’ 18 ((p )_ _______ Passenger oars, used
SQ-IV-2a (pt)-—-.__ )
Other apparel (40 items) EC-37 Gasoline and motor oil (2 items)
EC-34 Other apparel commodities
(26 items)
1. | P-I-27 . .. Gasoline
2. 28 . Motor oil
1. Infants’ outerwear
2. Tee shirts, polo shirts, ete., infants’ EC-38 Auto parts, eto. (6 items)
3. Dresses, infants’
4. Rompers, suits, playsuits, sunsuits, overalls,
infants’ 1. Antifreeze
5. Slips, undershirts, vests, underpants infants’ 2. New tires and tubes
6. Waterproof pants, ete., infants 3. Used and recapped tires
7. Diapers 4. Batteries
8. Sleeping garments, robes, wrappers, infants’ 5. Spark plugs i
9. - Receiving blankets and layettes 6. Other equipment and supplies
10. Stockings, socks, infants’
11. Booties, shoes, infants’ Automobile services (18 items)
12. EC-39 Auto repairs and maintenance
Caps, hoods, bonnets, bibs, mittens, jewelry, (13 items)
ete., infants’
13. Jewelry, meu's 1. | P-I-80 e Lubrication
14, Watches, men’s 2, 31 (pt) e Washing
15. Jewelry and wa,tohes. boys’ 3. 31 pt; ........ Changmg oil filter
{g J ewel;y, women' 8 4. gé pt) ........ Miscellaneous minor repairs and services
. Watches, women's 5. t) e
18. Jewelry and watches, girls’ 43 (pt) .- _-__ Motor tune-up
10. Yard goods, 100% wool and wool blends 8. gg (pz oot Carburetor overhaul
20. Yard goods, cotton and cotton blends 7. ig : R Replacing spark plugs, points and condenser
21. 8. 38 (pt)-_ - .
Yard goods, man-made fibera 43 (pt) - Replacing muffler
29 Yarn 9. 39 Clutch and transmission work
gi gg{::gm 10. -| {Brake adjustment, repair and services
25, Miscellaneous sewing materials 11. _|1¥ront end alignment; steering adjustment;
26. Other notions wheel balancing
12. Body work and frame repairs
13. Miscellaneous tire expense
EC-35 Apparel services (14 items)
EC—40 Other automobile expenses (5 items)
L Shoe repairs, men’s and boys’ T B0 R T S
2. Sloe repairs, women’s and girls’ 11;:%2;2(!(32)'_'::: Auto insurance premiums
3 Shoe shines and cleaning 2. U9
4. Auto financing charges
Drycleaning, men's and boys’ clothing P—III-—2 (pt) ________
] 3. | P-I-17a.
5.
Drycleaning, women’s and girls’ clothing Registration and inspection fees
8. Launderettes
g. ilaungry, men's shxrts nirt d Ratwork 4.
3 sundry, except men’s s| s and flatwor’ . v 3
o ~| Diaper service 9 (pt Drivers’ license fees
10. Hat cleaning, blocking and repair P—-III-l [(:1) I

Bee footnotes at end of table.

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

I

109



SamprLiNG FrRaAME FOR SELECTION OF THE CPI ITEM SaMpLE~—~Continued

Item CES TRANSPORTATION (34 items) Item CES HEALTH AND RECREATION
No. schedule No.! No. schedule No.! (115 items)
EC-40 Other auton_x?gile expenses (5 items) EC-45 Toilet goods (28 items)—Con.
on.
5. N}I‘outhwash and gargles
Parking; garage rent; parking meters - %I :lengoﬁg%%a;ahons
Face powder
Skin oreams
Lotions, facial and hand
EC—41 Public transportation (6 items) Shampoos
Men’s hair tonics
‘Women's hairdressing, coloring or condi-
1. s tiom;lrs' fixati
. pray hair fixatives
Local transit Deodorants
Toilet water and cologne, bath salts
2, Talcum and body powder
Taxicabs Lipstick, rouge
Compa.ots
3. glaxl polish, enlamel, tl;emover
anicure implemen
Rent of car Razor blades
Razors
4. Eleotric shavers and shaver repair
Train fares (intercity) Home permanent kits
Hairbrushes, combs
5. Bobby pins, nets, etc.
Airplane and steamship fares Efggg;"gﬂh“ue
6 Sanitary supplies
) Bus, intercity fares
EC-46 Personal care services (9 items)
Health and Recreation (115 items) 1. }Men's baircut and shaves
Medical care (15 items) 2. Haircut, boys’
EC—-42 Drugs and prescriptions (2 items) 3. Haircut, women's
4. Haircut, girls’
5. Press and curl
1. g gﬁrmanent vglaves .
Over the counter items and medical appliances || g’ H:;?g’lg:n wave 56
. ng
and supplies 9. Manicure
2. . e
Prescriptions Reading and recreation (53 items)
Reocreation (42 items)
EC-47 Recreational goods (29 items)
EC-43 Professional services (11 items)
Durable:
1.} M-IT-16.. .o .- Family doctor, office and home visits 1. TV sets and TV radio-phonograph combina-
2, 2-37 e Dentists’ fees tions
3. 8. Physicians’ fees for childbirth 2. Radio
4. 10 (pt) 3. Phonographs
1 Pediatrician, office and home visits g’ ;&%ﬁgggﬁ
6. TV repair parts R
5. Surgiocal fees 7. Radio, phonograph repair parts
8. lMedmal specialist other than pediatricians, g gﬁ;ﬁo&z’;&?’xﬁf&? ts, and parta
home and office visits 10. Musical instruments
7. Examination for eyeglasses and other eye care, || 11. Sheet music, music stands, cases, recording
and eyeglasses tapes and rolls
8. Chiropractors and other practitioners’ fees %g %‘Vgg;:,sskates, sleds and other play
9. Nursing care equipment
- 14. Bicycles
10. -1 Laboratory tests, outside hospital o4
11. X-rays (excluding dental and eye) outside [| 15. Mechanical toys
hospital 16. Children's playground goods and equipment
17. Sports equipment
EC-44 Hospital services and health 18. Motorcycle or scooter
insurance (2 items) 19. Boats, boat trailers
20. Qutboard motor
21. Cameras, still
1. 22. ameras, movie
23. Projectors
Hospital services 24. Photographic equipment except cameras,
) projectors,
Nondurable:
2. 25.
Health insurance Nondurable toys
286, Operating expenses of boats, motor-
cyele or scooter
Personal care (37 items) 27. i
EC—45 Toilet go (28 items) 28. 1 O-17 e Pets and supplies except food, purchase
29. | 45646-C_____._____ Pet foods
1. 1Coo e Toilet soap '
2, 2—C (Pt)auac o Toothpaste and powder
Bee footnotes at end of table,
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SampLING FRAME FOR SELECTION OF THE CPI ITEM Sampre—Continued

Ttem CES HEALTH AND RECREATION lltem CES HEALTH AND RECREATION
No. schedule No.! (115 items) No. schedule No.! (115 items)
EC-48 Recreational services (13 items) EC-49 Reading andceducat.ion (11 items)
—Con,
1. .
}TV repair 10. | O-44__ . ... Music lessons, dancing lessons, ete.
2. Rental or repair of musical instruments 11 | O-35 e Book rentals, library fees
3. Rental of motorcycle or scooter, boats, boat
. trailers, outboard motors, bicycles oth s and A (10 items)
. . er goods and services items
Indoor movies EC-50 tobacco products (3 items)
5. Drive-in movies
8. Spectator sport L Cigarettes
7 Concerts, plays, and other admissions 2 Cigars
8. Fees for indoor sports 3.
9. _| Fees, go _{1Tobacco and other smoking supplies
10. Fees, outdoor except golf
11. | O-8 (pt. Bunting or fishing license
12. | O-13 (Pt) e Film developing R )
13, | I-21 (Pt) e Radio, phonograph, ete., repair EC-51 Alcoholic beverages (3 items)
EC—49 Reading and education (11 items) 1. Beer and ale
Newspapers 2. ‘Whiskies and other alcoholic beverages
Magazines 3.
Hard bound books not school or technical . Beer, cocktails, etc. away from home
Pocket editions and other paper books, not
school or technical
Comic books
EC-52 Financial and Miscellaneous
Tuition and fees, college and professional personal expenses (4 items)
fe L{R-1_ . ... Financing charges (excluding mortgage interest
i jTuﬂ;xou and fees, other school levels \ SQ—IV—2g [ and auto financing
- ) ::::::: Bank service charges
College and professional books SQ—IV—Zg (pt)-
-{|8chool books other th 11 d 4 %Q'_Iﬁ(:é_g-(;{):“ e
_{{8chool books other than eollege and pro- A R-T. o ____
fessional SQiv-2a (ot)--o " Legal expenses

1 Unless otherwiseindieated, numbersindicate Sect.xon a.nd line number of
Bchedule B Survey of Consumer enditures. (pt)=

3 C following line number denotes Schedule C, the record of expenditures
for the 7 days preceding the date of the interview.

? No CES number assigned, wasincluded as a supplementalitem between
items 13 and 14 in EC-14,

4 8Q refers to Standard .Queatlon.

& To be priced only in cities where applicable,
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BLS 2742

THIS REPORT

WILL BE HELD
IN CONFIDENCE

Budget Bureau No. 44-6112
Approval expires: 6-30-62

Exuisir C

U.8. DEPARTMENT OF LABOR Ci
Bureau of Labor Statistics
Washington 25, D.C.

SURVEY OF WHERE GOODS ARE BOUGHT

Page

Please answer the questlonnmre in the following way for each item listed:

If you did not buy tha item in the past 18 months—Check

Noin column (A).

If you bought the item entirely from a mail order catalog—Check Yes in column (A); check All in column (B).

If you

e any purchases of the item from stores other than from a mail
(B); write in the names of the stores in column (C) and the names of the cities in column (D).

er catalog—Check

same amount in each, give the names and locations of up to three stores for each item.)

Bl?:oyok No.
From BLS 2546:

Line

Yes in column (A); check the answer which applies in column
(If you bought in several stores and spent about the

A)

In the past 12 months did you buy . .

?

@)

What part of the amount
you spent in the past 12
months for these items
was ordered from a mail
order catalog? (Check
one)

©

In what store or stores, other than from a
mail order catelog, did you usually buy
these items in the past 12 months?

D)

In what city or town is this
store loca

MEN'S (16 years and older):
Suits and coats

Yes
11 No

[m]
oo

All
More than 14
Between }i{and 15
Less than

None

Shirts, socks, underwear, hats, and

other furnishings

Yes
12 No

[m]
oo

All

More than 14
Between 4 and }4
Lesa than 1{

None

Work clothes

Yes
13 No

All

More than 3¢
Between 14 and 14
Less than

None

Shoes

Yes
14 No

All

More than 4
Between 3{ and 1§
Less than 2§

None

WOMEN'S (16 years and older):
Suits and coats

Yes
21 No

All

More than 34
Between { and %4
Less than }{

None

Yes
22 No

All

More than 34
Between )4 and 3§
Less than Y4

None

Skirts and blouses

Y
23 No

All
Botweon 3 and
Toss than 3¢ %

None

Hats, gloves and accessories

Yes
24 No

All

More than 34
Between ¥ and 1§
Less than 34

None

Underwear and nightwear

Yes
25 No

Stockings

Yes
26 No

All

More than 34
Between Y4 and 13
Less than 1/

None

Shoes

Yes
27 No

All

More than 14
Between £ and 14
Less than ¥{

None

CHILDREN'S:
Clothing (exce?t shoes) for boys
2 to 16 years old

31 No

All
More than 34

Between 1{ and 14
Less than £
None

Clothing (exceyivt shoes) for girls
2 to 16 years old

Yes
32 No

All

More than 34
Between ¥ and 4
Less than 14
None
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@ @) © D)

‘What part of the amount
you spent in the past 12 | In what store or stores, other than from a

In the past 12 months did you buy .. ? months for these items mail order catalog, did you usually buy In what city or town is this
was ordered from a mail these items in the past 12 months? store located?
order catalog? (Check
one)

Boys' and girls’ shoes All

More than 24

Between 1{ and 14
Yes O Less than 14

33 No 0 0 | None

Clothing for infants less than All

2 years old More than 4

Between 3{ and 34
Yes O Less than

34 No O 0| None

HOUSEFURNISHINGS: All
Yard goods for olothing, slipcovers, More than 14
draperies, etc. Between 14 and 14
Yes O Less than 14
41 No O Noune
Sheets, towels, curtains and All
other household textiles More than 34
Between 14 and 14

Yes O Less than 14
42 No [0 | None

Rugs and carpets All

More than 14

Between 4 and 14
Yes O Less than 1{

43 No [J 0 | None

Furniture

All
More than 14
Between ¥{ and 14

Yes O Less than
44 No O 0 | None
Television and radio All
More than 14

Between }{ and 34
Less than 14

Yes O
45 No O 0 | None

Major appliances (such as All

washer, refrigerator or stove) More than 35
Between 14 and !4
Yes [] Less than ¥

46 No O 0 | None

OTHER ITEMS AND SERVICES: All
Toys and sports equipment More than 14

Between £ and %5
Yes O Less than 3{

51 No O 0 | None

Automobile tires All
More than 14

Between 14 and 14

OO00o0 | 00000 | 00000 | 00000 | 00000 | 00000 | 00000 | 00000 {00000 | 00000 | Dooag
G et | o 0ot | ot oo || U oMo | V0ot | SURCORO - | GTANCONI = | G 00RO | SV 0ONI R Il OV ORI | Ui CORD

Yes 3 Less than 1{
52 No O 0 | None
Auto parts and accessories All
More than 14
Between ¥ and 34
Yes O Less than ¥
53 No O 0 | None
Auto repairs Yes O 5 -
54 No 30 XXXXXXXXXXXXXX
New sutomobile Yes O 5 -
55 No OO XXXXXXXXXXXXXX
Laundry service Yes O 5
56 No [J 0 XXXXXXXXXXXXXX
Dry oleaning Yes O 5 -
57 No 000 XXXXXXXXXXXXXX
Doyouhave...... ? What is the name of the insurance company, NOT the agency from which you bought the policy?
Automobile insurance Yes O 5
61 No OO
Health insurance Yes O 5
62 No [0 0O
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