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Our data includes:


About
the U.S.
Census
Bureau


Our Nation is constantly changing, and Americans change with it.  We grow in number,
we move, and we develop new patterns of living and working. The Census Bureau
measures these changes. Policy makers use this information to make decisions which
affect our future.


About
this
Survey


We are conducting this survey to get a picture of how Americans spend their money
and how the percentage devoted to different spending categories changes over time.


Using Consumer Expenditure (CE) data, users can:


Track changes in housing costs as a percentage of the average American
household’s income.


Compare transportation costs for young, middle-aged, and older households.


Track changes in health insurance costs for the average American household.


The CE data are also used to update the market basket of goods and services for the
Consumer Price Index (CPI).


Population Industry Housing Construction
Transportation Income Health Agriculture








U.S. Census Bureau
Regional Offices


If you have additional concerns regarding
confidentiality of Census Bureau data, please


contact your local regional office:
Atlanta 404-730-3832
101 Marietta St. N.W., Suite 3200
Atlanta, GA 30303-2700


Boston 617-424-0500
2 Copley Place, Suite 301
P.O. Box 9108
Boston, MA 02117-9108


Charlotte 704-344-6142
901 Center Park Drive, Suite 106
Charlotte, NC 28217-2935


Chicago 708-562-1350
2255 Enterprise Drive, Suite 5501
Westchester, IL 60154-5800


Dallas 214-640-4400
6303 Harry Hines Blvd., Suite 210
Dallas, TX 75235-5269


Denver 303-969-6750
6900 West Jefferson Ave., Suite 100
Denver, CO 80235-2032


Detroit 313-259-1158
1395 Brewery Park Blvd.
P.O. Box 33405
Detroit, MI 48232-5405


Kansas City 913-551-6728
Gateway Tower II
400 State Ave., Suite 600
Kansas City, KS 66101-2410


Los Angeles 818-904-6393
15350 Sherman Way, Suite 300
Van Nuys, CA 91406-4224


New York 212-264-3860
Jacob K. Javits Federal Building
26 Federal Plaza, Rm. 37-130
New York, NY 10278-0044


Philadelphia 215-656-7550
1601 Market St., 21st Floor
Philadelphia, PA 19103-2395


Seattle 206-553-5837
700 5th Ave., Suite 5100
Seattle, WA 98104-5018


Be sure to visit the U.S. Census Bureau on the
World Wide Web


http://www.census.gov


Issued November 2001


BC-1428RV
U.S. Department of Commerce
Economics and Statistics Administration
U.S. CENSUS BUREAU


The U.S. Census Bureau
Respects Your Privacy and
Keeps Your Personal
Information Confidential


It's the Law!  (Title 13, U.S. Code)


Results of Census Bureau
Surveys Provide a Wealth of
Information - Reflecting Our
Nation's Economic and Social
Environment!


How Census Data Affect Our
Economy...


Data on every subject and aspect of social,
economic, and cultural matters are distributed
through a constantly growing group of data
users - the general public as well as
governments worldwide. For example, these
data form the basis for the national
unemployment rate, official poverty/income
statistics, Consumer Price Index, monthly
housing statistics, and other economic
indicators.


How Census Data Affect Your
Community...


The surveys undertaken by the Census Bureau
provide vital information about emerging
social problems, such as the condition of
education in the United States, pregnancy and
infant death, the prevalence of alcohol
consumption, and crime. The data also
describe the health, housing, employment,
unemployment, income, and consumer
expenditures of the population.


Confidentiality of personal
information is recognized by the
U.S. Census Bureau as a major


factor in gathering accurate data.







Only authorized Census Bureau employees
can see your personal identifiable
information.


Even copies of census questionnaires cannot
be used as evidence in a court of law.


Census data on individuals or establishments
are not subject to disclosure under the
Freedom of Information Act.


No authority can obtain personal identifiable
data from the Census Bureau. The airtight law
applies to the White House, U.S. Supreme
Court, Internal Revenue Service, Immigration
and Naturalization Service, police, military,
and welfare agencies - everybody!


The law protects you
and your information!


The Law...
Title 13, U.S. Code


Simply stated, information collected by the
U.S. Census Bureau is used only for statistical
purposes.


When the Census Bureau says it will keep
your information confidential, that also means
it will not release results that could be used
to identify you.   That's the law!


The Oath...


All Census Bureau employees, including
temporary employees, swear under oath that
they will not disclose any information about
individuals or businesses gathered by the
agency.


The Penalties...


Substantial penalties are in place for violators
of the law. Disclosing confidential census
information is a felony; the penalty for
wrongful disclosure is up to 5 years
imprisonment and/or a fine. (Under the
Sentencing Reform Act, the fine for wrongful
disclosure currently is up to $250,000.)


Safeguards for Your Privacy Confidentiality Is a Must


Modernized automated computer systems and
programs, used to store and process
information collected, are configured to
ensure that an individual's  information is
protected from any unauthorized access - for
any reason!


Names and addresses are separated from the
electronic files that contain an individual's
answers when no longer needed, to protect
the respondent's confidentiality.


The Census Bureau even withholds statistical
totals if they represent a geographic area so
small that the numbers might identify
someone.


Access to Census Bureau computer systems
from outside the Census Bureau is strictly
controlled through secure technology,
including passwords, firewalls, encryption,
and auditing, to prevent unauthorized access.


Technology Safeguards


The Public's Privacy
No idle pledge!
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FACTSHEET
CONSUMER EXPENDITURE (CE) SURVEY


Some Users


Internet Sites
Census Bureau


http://www.census.gov
Bureau of Labor Statistics, CE Survey
http://www.bls.gov/csxhome.htm


• Business establishments
• Private researchers
• Market researchers
• Colleges and universities
• Local, state, and U.S. Government
     agencies


Some Uses of CE Data


Helps to create jobs and shows areas of the
economy that are improving or declining.


•  Shows shopkeepers wanting to expand
    their business or persons wanting to start
    a business where to put their business by
    looking at CE summary data.


•  Helps manufacturers who have products
    to sell by showing where the demand is
    and where to place resources.


•  Helps small, single entrepreneurs and
    young persons who need to know the
    level of demand before investing their
    money and time.


CONTINUE ON REVERSE SIDE


Issued May 2005
CE-376 (6/08)


U.S. Department of Commerce
Economics and Statistics Administration
U.S. CENSUS BUREAU







Some Uses of CE Data - Continued


• Helps people who want to start their own
business or expand an existing business to


     convince banks to loan money.


4Contributes to the Consumer Price Index (CPI).
The CPI —


• Affects interest rates, wages, pensions, social
   security benefits, dollar amount of tax
               exemptions, income tax brackets, etc.


• Measures changes in prices of consumer
goods and services.


• Measures inflation.


• Is the only measure compiled by the U.S.
Government designed to assess change in
the purchasing power of consumer dollars.


• Every percentage point rise in the CPI adds
   $6.5 billion to Federal expenses.


• Prices 80,000 items, ranging from breakfast
   cereal to funeral expenses.


4Changes to the CPI items are based on information
collected in the CE Survey.


•   Adds new items as spending patterns
  change, e.g., cellular phones and home
  computers.


•   Deletes items that become unimportant, e.g.,
  record players, typewriters, and phonographs.


•   Adjusts for changes in spending.


4Used by the U.S. Department of Agriculture (USDA)
to estimate the cost of raising a child.  The USDA
uses CE data to estimate parental expenditures on
children for various categories like health care,
education, and transportation.  Foster care and child
support payments are based on CE data.


4Used by the Center for Medicare and Medicaid Services
   to help estimate what Americans are spending on
   health care and who’s paying for the care.  CE data
   help measure out-of-pocket expenses for hospital
   care.  The CE survey is one of the few sources in
   government or private industry to provide
   information on out-of-pocket health care expenses.


U S C E N S U S B U R E A U
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Introduction


The continually growing number of uses and  
users of the Consumer Price Index (CPI) has  
generated an increasing number of ques-


tions about the CPI.  Although the Bureau of Labor 
Statistics (BLS, the Bureau) has provided extensive 
material to the public describing the CPI, much of 
this material has been quite technical. The Bureau 
has developed this pamphlet, therefore, to


•  answer frequently asked questions about the   	
   CPI and


	 •  help users of the CPI better understand  and  	
   use it.


  Information in this publication will be  
made available to sensory-impaired individuals 
upon request.


Voice phone:		  1-202-691-5200
Federal Relay Service: 	 1-800-877-8339







What is
the CPI?


The Consumer Price Index (CPI) is a measure of 
the average change over time in the prices paid by 
urban consumers for a market basket of consumer 
goods and services. 


How is the                                         
CPI used?


The CPI affects nearly all Americans because of the 
many ways it is used. The following are three major 
uses:


1.  	 As an economic indicator. The CPI is the most 
widely used measure of inflation and is some-
times viewed as an indicator of the effective-
ness of government economic policy. It pro-
vides information about price changes in the 
Nation’s economy to government, business, 
labor, and private citizens and is used by them 
as a guide for making economic decisions. In 
addition, the President, Congress, and the Fed-
eral Reserve Board use trends in the CPI to aid 
in formulating fiscal and monetary policies. 


2.	 As a deflator of other economic series. The 
CPI and its components are used to adjust 
other economic series for price changes and 
to translate these series into inflation-free dol-
lars. Examples of series adjusted by the CPI 
include retail sales, hourly and weekly earn-
ings, and components of the National Income 
and Product Accounts.


 		   An interesting example is the use of the 
CPI as a deflator of the value of the consum-
er’s dollar in order to find the dollar’s pur-
chasing power. The purchasing power of the 
consumer’s dollar measures the change in the 
value to the consumer of the goods and servic-
es that a dollar will buy at different dates. In 
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other words, as prices increase, the purchas-
ing power of the consumer’s dollar declines.


3.	 As a means of adjusting dollar values. The 
CPI is often used to adjust consumers’ income 
payments (for example, Social Security), to 
adjust income eligibility levels for govern-
ment assistance, and to automatically provide 
cost-of-living wage adjustments to millions of 
American workers.


 
  As a result of statutory action, the CPI af-
fects the income of millions of Americans. 
Over 50 million Social Security beneficiaries, 
as well as military and federal civil service 
retirees, have cost-of-living adjustments tied 
to the CPI. In addition, eligibility criteria for 
millions of food stamp recipients and chil-
dren who eat lunch at school are affected by 
changes in the CPI. Many collective bargain-
ing agreements also tie wage increases to the 
CPI.  
 
  Another example of how dollar values may 
be adjusted is the use of the CPI to adjust the 
Federal income tax structure. These adjust-
ments prevent inflation-induced increases in 
tax rates, an effect called bracket creep.


Whose buying habits                                   
does the CPI reflect?


The CPI reflects spending patterns for each of two 
population groups: all urban consumers and urban 
wage earners and clerical workers. The all urban 
consumer group represents about 87 percent of the 
total U.S. population. It is based on the expenditures 
of almost all residents of urban or metropolitan ar-
eas, including professionals, the self-employed, the 
poor, the unemployed, and retired people, as well 
as urban wage earners and clerical workers. Not 
included in the CPI are the spending patterns of 
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people living in rural nonmetropolitan areas, farm 
families, people in the Armed Forces, and those in 
institutions, such as prisons and mental hospitals. 
Consumer inflation for all urban consumers is mea-
sured by two indexes, namely, the Consumer Price 
Index for All Urban Consumers (CPI-U) and the 
Chained Consumer Price Index for All Urban Con-
sumers (C-CPI-U). (See the answer to Question 4 
for an explanation of the differences between the 
CPI-U and C-CPI-U.)
  The Consumer Price Index for Urban Wage 
Earners and Clerical Workers (CPI-W) is based on 
the expenditures of households included in the CPI-
U definition that also meet two requirements: more 
than one-half of the household’s income must come 
from clerical or wage occupations, and at least one 
of the household’s earners must have been em-
ployed for at least 37 weeks during the previous 12 
months. The CPI-W population represents about 32 
percent of the total U.S. population and is a subset, 
or part, of the CPI-U population.


Is the CPI a
cost-of-living index?                       


The CPI frequently is called a cost-of-living index, 
but it differs in important ways from a complete 
cost-of-living measure. BLS has for some time 
used a cost-of-living framework in making 
practical decisions about questions that arise in 
constructing the CPI. A cost-of-living index is a 
conceptual measurement goal, however, and not a 
straightforward alternative to the CPI. A cost-of-
living index would measure changes over time in 
the amount that consumers need to spend to reach 
a certain utility level or standard of living. Both 
the CPI and a cost-of-living index would reflect 
changes in the prices of goods and services, such as 
food and clothing, that are directly purchased in the 
marketplace; but a complete cost-of-living index 
would go beyond this role to also take into account 
changes in other governmental or environmental 
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factors that affect consumers’ well-being. It is very 
difficult to determine the proper treatment of public 
goods, such as safety and education, and other 
broad concerns, such as health, water quality, and 
crime, that would constitute a complete cost-of-
living framework. 


Traditionally, the CPI was considered an upper 
bound on a cost-of-living index in that the CPI did 
not reflect the changes in buying or consumption 
patterns that consumers would make to adjust to 
relative price changes. The ability to substitute 
means that the increase in the cost to consumers 
of maintaining their level of well-being tends 
to be somewhat less than the increase in the cost 
of the mix of goods and services they previously 
purchased. 
  Since January 1999, a geometric mean formula 
has been used to calculate most basic indexes with-
in the CPI; in other words, the prices within most 
item categories (for example, apples) are averaged 
with the use of a geometric mean formula. This im-
provement moves the CPI closer to a cost-of-living 
measure, because the geometric mean formula al-
lows for a modest amount of consumer substitution 
as relative prices within item categories change.
  Because the geometric mean formula is used 
only to average prices within item categories, it 
does not account for consumer substitution taking 
place among item categories. For example, if the 
price of pork increases relative to the prices of other 
meats, shoppers might shift their purchases away 
from pork to beef, poultry, or fish. The traditional 
CPI formula did not reflect this type of consumer 
response to changing relative prices. In 2002, as a 
complement to the CPI-U and CPI-W, the Bureau 
produced a new index called the Chained CPI-U (C-
CPI-U). The C-CPI-U was created to more closely 
approximate a cost-of-living index by reflecting 
substitution among item categories. 
  It is important to note that local-area CPIs cannot 
be used to compare levels of living costs or prices 
across areas. 







(See the answer to Question 18: “Can the CPIs for 
individual areas be used to compare living costs 
among areas?”)


Does the CPI measure my
experience with price changes?


Not necessarily. It is important to understand that 
BLS bases the market baskets and pricing proce-
dures for the CPI-U and CPI-W populations on the 
experience of the average relevant household, not 
of any specific family or individual. It is unlikely 
that your experience will correspond precisely with 
either the national indexes or the indexes for spe-
cific cities or regions.
  For example, if you or your family spends a 
larger-than-average share of your budget on medi-
cal expenses, and medical care costs are increasing 
more rapidly than the cost of other items in the CPI 
market basket, your personal rate of inflation may 
exceed the increase in the CPI. Conversely, if you 
heat your home with solar energy, and fuel prices 
are rising more rapidly than other items, you may 
experience less inflation than the general popula-
tion does.
  A national average reflects all the ups and downs 
of millions of individual price experiences. It sel-
dom mirrors a particular consumer’s experience.
 
How is the CPI market
basket determined?


The CPI market basket is developed from detailed 
expenditure information provided by families and 
individuals on what they actually bought. For the 
current CPI, this information was collected from 
the Consumer Expenditure Surveys for 2005 and 
2006. In each of those years, about 7,000 families 
from around the country provided information each 
quarter on their spending habits in the interview 
survey. To collect information on frequently pur-
chased items, such as food and personal care prod-
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ucts, another 7,000 families in each of these years 
kept diaries listing everything they bought during a 
2-week period.
  Over the 2 year period, then, expenditure infor-
mation came from approximately 28,000 weekly 
diaries and 60,000 quarterly interviews used to de-
termine the importance, or weight, of the more than 
200 item categories in the CPI index structure.


What goods and services                                    
does the CPI cover? 


The CPI represents all goods and services purchased 
for consumption by the reference population (CPI-
U or CPI-W). BLS has classified all expenditure 
items into more than 200 categories, arranged into 
eight major groups. Major groups and examples of 
categories in each are as follows:


•	 FOOD AND BEVERAGES (breakfast cereal, 
milk, coffee, chicken, wine, full-service meals, 
snacks)


•	 HOUSING (rent of primary residence, owners’ 
equivalent rent, fuel oil, bedroom furniture)


•	 APPAREL (men’s shirts and sweaters, women’s 
dresses, jewelry)


•	 TRANSPORTATION (new vehicles, airline 
fares, gasoline, motor vehicle insurance)


•	 MEDICAL CARE (prescription drugs and med-
ical supplies, physicians’ services, eyeglasses 
and eye care, hospital services)


•	 RECREATION (televisions, toys, pets and pet 
products, sports equipment, admissions) 


•	 EDUCATION AND COMMUNICATION (col-
lege tuition, postage, telephone services, com-
puter software and accessories)


•	 OTHER GOODS AND SERVICES (tobacco 
and smoking products, haircuts and other per-
sonal services, funeral expenses)


  Also included within these major groups are var-
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ious government-charged user fees, such as water 
and sewerage charges, auto registration fees, and 
vehicle tolls. In addition, the CPI includes taxes 
(such as sales and excise taxes) that are directly 
associated with the prices of specific goods and 
services. However, the CPI excludes taxes (such as 
income and Social Security taxes) not directly as-
sociated with the purchase of consumer goods and 
services.
  The CPI does not include investment items, such 
as stocks, bonds, real estate, and life insurance. 
(These items relate to savings and not to day-to-
day consumption expenses.)
  For each of the more than 200 item categories, us-
ing scientific statistical procedures, the Bureau has 
chosen samples of several hundred specific items 
within statistically selected business establishments 
to represent the thousands of varieties available in 
the marketplace. For example, in a given supermar-
ket, the Bureau may choose a plastic bag of golden 
delicious apples, U.S. extra fancy grade, weighing 
4.4 pounds, to represent the apples category.
 
How are CPI prices 
collected and reviewed?


Each month, BLS data collectors called economic 
assistants visit or call thousands of retail stores, ser-
vice establishments, rental units, and doctors’ offic-
es, all over the United States, to obtain information 
on the prices of the thousands of items used to track 
and measure price changes in the CPI. These eco-
nomic assistants record the prices of about 80,000 
items each month, representing a scientifically se-
lected sample of the prices paid by consumers for 
goods and services purchased.
  During each call or visit, the economic assistant 
collects price data on a specific good or service 
that was precisely defined during an earlier visit. 
If the selected item is available, the economic as-
sistant records its price. If the selected item is no 
longer available, or if there have been changes in 
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the quality or quantity (for example, eggs sold in 
packages of ten when they previously were sold 
by the dozen) of the good or service since the last 
time prices were collected, the economic assistant 
selects a new item or records the quality change in 
the current item.
  The recorded information is sent to the national 
office of BLS, where commodity specialists who 
have detailed knowledge about the particular goods 
or services priced review the data. These specialists 
check the data for accuracy and consistency and 
make any necessary corrections or adjustments, 
which can range from an adjustment for a change 
in the size or quantity of a packaged item to more 
complex adjustments based upon statistical analysis 
of the value of an item’s features or quality. Thus, 
commodity specialists strive to prevent changes in 
the quality of items from affecting the CPI’s mea-
surement of price change.
 
How is the CPI                                  cal-
calculated?
 
The CPI is a product of a series of interrelated 
samples. First, using data from the 1990 Census 
of Population, BLS selected the urban areas from 
which data on prices were collected and chose the 
housing units within each area that were eligible for 
use in the shelter component of the CPI. The Cen-
sus of Population also provided data on the number 
of consumers represented by each area selected as a 
CPI price collection area. Next, another sample (of 
about 14,500 families each year) served as the basis 
for a Point-of-Purchase Survey that identified the 
places where households purchased various types 
of goods and services.
  This information enabled BLS to construct the 
CPI market basket of goods and services and to as-
sign each item in the market basket a weight, or 
importance, based on total family expenditures. 
The final stage in the sampling process is the se-
lection of the specific detailed item to be priced in 
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each outlet. This is done in the field, using a method 
called disaggregation. For example, BLS economic 
assistants may be directed to price “fresh whole 
milk.” Through the disaggregation process, the 
economic assistant selects the specific kind of fresh 
whole milk that will be priced in the outlet over 
time. By this process, each kind of whole milk is 
assigned a probability of selection, or weight, based 
on the amount the store sells. If, for example, Vita-
min D homogenized milk in half-gallon containers 
makes up 70 percent of the sales of whole milk, and 
the same milk in quart containers accounts for 10 
percent of all whole-milk sales, then the half-gallon 
container will be 7 times as likely to be chosen as 
the quart container. After probabilities are assigned, 
one type, brand, and container size of milk is cho-
sen by an objective selection process based on the 
theory of random sampling. The particular kind of 
milk that is selected by disaggregation will contin-
ue to be priced each month in the same outlet.
  In sum, price changes are weighted by the im-
portance of the item in the spending patterns of the 
appropriate population group. The combination of 
all these factors gives a weighted measurement of 
price change for all items in all outlets, in all areas 
priced for the CPI. 


How are taxes                                           
treated in the CPI? 		  


Certain taxes are included in the CPI, namely, taxes 
that are directly associated with the purchase of 
specific goods and services (such as sales and ex-
cise taxes). Government user fees are also included 
in the CPI. For example, toll charges and parking 
fees are included in the transportation category, and 
an entry fee to a national park would be included 
as part of the admissions index. In addition, prop-
erty taxes should be reflected indirectly in the BLS 
method of measuring the cost of the flow of ser-
vices provided by shelter, which we called owners’ 
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equivalent rent, to the extent that these taxes influ-
ence rental values. Taxes not directly associated 
with specific purchases, such as income and Social 
Security taxes, are excluded, as are the government 
services paid for through those taxes.
  For certain purposes, one might want to define 
price indexes to include, rather than exclude, in-
come taxes. Such indexes would provide an answer 
to a question different from the one to which the 
present CPI is relevant, and they would be appro-
priate for different uses.


How do I read or
interpret an index?


An index is a tool that simplifies the measurement 
of movements in a numerical series. Most of the 
specific CPI indexes have a 1982–84 reference 
base. That is, BLS sets the average index level 
(representing the average price level)—for the 36-
month period covering the years 1982, 1983, and 
1984—equal to 100. BLS then measures changes 
in relation to that figure. An index of 110, for ex-
ample, means there has been a 10-percent increase 
in price since the reference period; similarly, an in-
dex of 90 means a 10-percent decrease. Movements 
of the index from one date to another can be ex-
pressed as changes in index points (simply, the dif-
ference between index levels), but it is more useful 
to express the movements as percent changes. This 
is because index points are affected by the level of 
the index in relation to its reference period, while 
percent changes are not.
  In the table that follows, Item A increased by half 
as many index points as Item B between Year I and 
Year II. Yet, because of different starting indexes, 
both items had the same percent change; that is, 
prices advanced at the same rate. By contrast, Items 
B and C show the same change in index points, but 
the percent change is greater for Item C because of 
its lower starting index value.	
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Item A Item B   Item C


Year I 112.500 225.000   110.000


Year II 121.500 243.000  128.000


Change 
in index 
points


9.000 18.000 18.000


Percent 
change     


9.000/112.500
100 = 8.0        


18.0/225.000
100 = 8.0


18.0/110.000
100 = 16.4


Is the CPI the best
measure of inflation?


	Inflation has been defined as a process of continu-
ously rising prices or, equivalently, of a continu-
ously falling value of money. 
  Various indexes have been devised to measure 
different aspects of inflation. The CPI measures in-
flation as experienced by consumers in their day-
to-day living expenses, the Producer Price Index 
(PPI) measures inflation at earlier stages of the pro-
duction process, the Employment Cost Index (ECI) 
measures it in the labor market, the BLS Interna-
tional Price Program measures it for imports and 
exports, and the Gross Domestic Product Deflator 
(GDP Deflator) measures inflation experienced by 
consumers themselves as well as governments and 
other institutions providing goods and services to 
consumers.  Finally, there are specialized measures, 
such as measures of interest rates. 
  The “best” measure of inflation for a given 
application depends on the intended use of the data. 
The CPI is generally the best measure for adjusting 
payments to consumers when the intent is to allow 
consumers to purchase, at today’s prices, a market 
basket of goods and services equivalent to one that 
they could purchase in an earlier period.
 
	Which index is the official 
CPI reported in the media?


	Our broadest and most comprehensive CPI is 
called the All Items Consumer Price Index for All  
Urban Consumers (CPI-U) for the U.S. city  
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average, 1982–84 = 100. 


  In addition to the All Items CPI, BLS publishes 
thousands of other consumer price indexes. One 
such index is called “All items less food and ener-
gy”. Some users of CPI data use this index because 
food and energy prices are relatively volatile, and 
these users want to focus on what they perceive to 
be the “core” or “underlying” rate of inflation.


  Again, while we publish many indexes, our 
broadest measure of inflation includes all items 
consumers purchase, including food and energy. 
In addition, when CPI data are reported, these data 
can be reported on a not seasonally adjusted basis 
as well as a seasonally adjusted basis. Often, the 
media will report some, or all, of the following:


a.	 Index level, not seasonally adjusted. (For 
example, May 2008 = 216.632.)


b.	 12-month percent change, not seasonally adjust-
ed. (For example, May 2007 to May 2008 = 4.2 
percent.)


c. 	1-month percent change on a seasonally adjust-
ed basis. (For example, from April 2008 to May 
2008 = 0.6 percent.)


d. 	Annual rate of percent change so far this year. 
(For example, from December 2007 to May 
2008, if the rate of increase over the first 5 
months of the year continued for the full year, 
after the removal of seasonal influences, the rise 
would be 4.0 percent.)


e. Annual rate based on the latest seasonally 
adjusted 1-month change. (For example, if the 
rate from April 2008 to May 2008 continued for 
a full 12 months, then the rise, compounded, 
would be 8.1 percent.)


                      
What index should I
use for escalation?


	The decision to employ an escalation mechanism, 
as well as the choice of the most suitable index, 
is up to the user. When the terms of an escalation 
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contract are drafted, both legal and statistical ques-
tions can arise. While BLS cannot help in any mat-
ters relating to legal questions, it does provide basic 
technical and statistical assistance to users who are 
developing indexing procedures.


The following are some examples of technical or 
statistical guidelines from BLS:


•	 For escalation, BLS strongly recommends using 
indexes that are not seasonally adjusted. (See the 
answer to Question 15 for a further explanation 
of seasonally adjusted indexes and the reasons 
BLS does not recommend seasonally adjusted 
indexes for use in escalation.)


•	 Also for escalation, BLS recommends using na-
tional or regional indexes because of the volatil-
ity of local indexes. (See the answer to Question 
16 for an explanation of this point.)


For those with further questions, BLS has prepared 
a fact sheet called Using the Consumer Price Index 
for Escalation. This information also may be ob-
tained from the CPI home page at http://www.bls.
gov/cpi/ or by writing or calling the nearest BLS 
regional office listed in the answer to Question 22. 
You also may call the BLS national office at (202) 
691-7000.


When should I use 
seasonally adjusted data?


By using seasonally adjusted data, some users find 
it easier to see the underlying trend in short-term 
price changes. It is often difficult to tell from raw 
(unadjusted) statistics whether developments be-
tween any 2 months reflect changing economic 
conditions or only normal seasonal patterns. There-
fore, many economic series, including the CPI, are 
adjusted to remove the effect of seasonal influ-
ences—those which occur at the same time and in 
about the same magnitude every year. Among these 
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influences are price movements resulting from 
changing weather conditions, production cycles, 
changeovers of models, and holidays. 


BLS annually reestimates the factors that are 
used to seasonally adjust CPI data. Seasonally ad-
justed indexes that have been published earlier are 
subject to revision for up to 5 years after their origi-
nal release. Therefore, unadjusted data are more ap-
propriate for escalation purposes.


What area indexes are 
published, and how often?


	Besides monthly publication of the national (or 
U.S. city average) CPI-U, C-CPI-U, and CPI-W, 
indexes are published by area for the CPI-U and 
CPI-W. For the C-CPI-U, data for all items and 27 
components are available at the national level only; 
for the CPI-U and CPI-W, 377 component series 
are published at the national level. Monthly CPI-U 
and CPI-W indexes are published for the four cen-
sus regions: Northeast, Midwest (formerly North 
Central), South, and West. Monthly indexes also 
are published for urban areas classified by popula-
tion size: all metropolitan areas over 1.5 million, 
metropolitan areas smaller than 1.5 million, and 
all nonmetropolitan urban areas. Indexes are avail-
able as well within each region, cross-classified by 
area population size. For the Northeast and West, 
however, indexes for nonmetropolitan areas are not 
available. BLS also publishes indexes for 27 local 
areas. These indexes are byproducts of the national 
CPI program. Each local index has a much smaller 
sample size than the national or regional indexes 
and is, therefore, subject to substantially more sam-
pling and other measurement error. As a result, lo-
cal-area indexes are more volatile than the national 
or regional indexes, and BLS strongly urges users 
to consider adopting the national or regional CPIs 
for use in escalator clauses. Used with caution, lo-
cal-area CPI data can illustrate and explain the im-
pact of local economic conditions on consumers’ 
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experience with price change. Local-area data are 
available on the schedule shown below.
BLS publishes CPI data on three major metropoli-
tan areas monthly:


Chicago–Gary–Kenosha, IL–IN–WI
Los Angeles–Riverside–Orange County, CA
New York–Northern NJ–Long Island, NY–NJ–
CT–PA


Data for the following additional 11 metropolitan 
areas are published every other month [on an odd 
(January, March, etc.) or even (February, April, 
etc.) month schedule]: 


Atlanta, GA even


Houston–Galveston–Brazoria, TX even


Boston–Brockton–Nashua, MA–NH–ME–CT odd


Miami–Fort Lauderdale, FL even


Cleveland–Akron, OH odd


Philadelphia–Wilmington–Atlantic City,     
PA–NJ–DE–MD


even


Dallas–Fort Worth, TX odd


San Francisco–Oakland–San Jose, CA even


Detroit–Ann Arbor–Flint, MI even


Seattle–Tacoma–Bremerton, WA even


Washington–Baltimore, DC–MD–VA–WV odd


(Note: The designation even or odd refers to the 
month during which the area’s price change is mea-
sured. Because of the time needed for processing, 
data for a given month are released 2 to 3 weeks 
into the following month.)


Data are published for another group of 13 metro-
politan areas on a semiannual basis. These indexes, 







which refer to the arithmetic average for the 6-
month periods from January through June and July 
through December, are published for the following 
areas:


Anchorage, AK            			 
Cincinnati–Hamilton, OH–KY–IN
Denver–Boulder–Greeley, CO
Honolulu, HI
Kansas City, MO–KS
Milwaukee–Racine, WI
Minneapolis–St. Paul, MN–WI
Phoenix–Mesa, AZ
Pittsburgh, PA
Portland–Salem, OR–WA
St. Louis, MO–IL
San Diego, CA
Tampa–St. Petersburg–Clearwater, FL
 
	What area CPI should I use 
if there is no CPI for the
area in which I live?


Although BLS can provide some guidance on this 
question, users must make the final decision.
  As noted in the answers to Questions 14 and 16, 
BLS strongly urges the use of the national or re-
gional CPIs for use in escalator clauses. These in-
dexes are more stable and subject to less sampling 
and other measurement error than are local-area in-
dexes and, therefore, are more statistically reliable.


	Can the CPIs for individual 
areas be used to compare
living costs among areas?


No, an individual area index measures how much 
prices have changed over a specific period in that 
particular area; it does not show whether prices or 
living costs are higher or lower in that area relative 
to another. In general, the composition of the mar-


17


18







ket basket and the relative prices of goods and ser-
vices in the market basket during the expenditure 
base period vary substantially across areas.
  The following illustration shows that, although 
Area B has higher prices than Area A, the price 
change in Area A has been greater than in Area B:


				                           	
	


The CPI thus measures the rates of change in a 
given area, not the difference in the level of prices 
between two or more areas.
 
What types of data 
are published?


Many types of data are published as outputs from 
the CPI program. The most popular are indexes and 
percent changes. Requested less often are relative 
importance (or relative expenditure weight) data, 
base conversion factors (to convert from one CPI 
reference period to another), seasonal factors (the 
monthly factors used to convert unadjusted indexes 
into seasonally adjusted indexes), and average food 
and energy prices. Index and price change data are 
available for the U.S. city average (or national av-
erage), for various geographic areas (regions and 
metropolitan areas), for national population-size 
classes of urban areas, and for cross-classifications 
of regions and size classes. Indexes for various 
groupings of items are available for all geographic 
areas and size classes.
  Individual indexes are available for more than 
200 items (for example, apples, men’s shirts, and 
airline fares), and more than 120 different combina-
tions of items (for example, fruits and vegetables, 
food at home, food and beverages, and “All Items”), 
at the national (U.S. city average) level. A few in-
dexes are available from as far back as 1913.
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Base Period Current Period
Price Index Price Index


Area A $0.30 100 0.60 200


Area B   0.60 100 0.90 150







  Each month, indexes are published along with 
short-term percent changes, the latest 12-month 
change, and, at the national item and group level, 
unadjusted and (where appropriate) seasonally ad-
justed percent changes (and seasonal factors), to-
gether with annualized rates of change. The annual-
ized rates indicate what the rate of change would be 
for a 12-month period, if a price change measured 
for a shorter period continued for a full 12 months.
  The answer to Question 16 provides information 
about the areas and size classes for which indexes 
are published. For areas, BLS publishes less de-
tailed groupings of items than it does for the nation-
al level. The following table illustrates this point: 
Atlanta, GA U.S. City Average


All items All items


Food and bever-
 ages


Food and beverages


Food Food


Food at home Food at home
Cereals and bakery products


Cereals and cereal products
Flour and prepared flour mixes
Breakfast cereal
Rice, pasta, and corn meal


Rice
Bakery products


Bread
White bread
Other breads
Fresh  biscuits,  rolls,
 muffins


Cakes, cupcakes, and cookies
Fresh cakes and cupcakes
Cookies


Other bakery products 
Fresh sweetrolls, coffeecakes,
 and doughnuts


Crackers, bread, and cracker
  products


Frozen and refrigerated bakery
 products, pies, tarts, turnovers







  Annual average indexes and percent changes for 
these groupings are published at the national and 
local levels. 
  Semiannual average indexes and percent changes 
for some of these groupings are also published.
  Each month, BLS publishes average price data 
for some food items (for the United States and four 
regions) and for some energy items (for the United 
States, four regions, three size classes, 10 cross-
classifications of regions and size classes, and 14 
metropolitan areas).
 


What are some limitations
of the CPI?


The CPI is subject to both limitations in application 
and limitations in measurement.


Limitations in application


The CPI may not be applicable to all population 
groups. For example, the CPI-U is designed to 
measure inflation for the U.S. urban population and 
thus may not accurately reflect the experience of 
people living in rural areas. Also, the CPI does not 
produce official estimates for the rate of inflation 
experienced by subgroups of the population, such 
as the elderly or the poor. (BLS does produce and 
release an experimental index for the elderly popu-
lation; however, because of the significant limita-
tions of this experimental index, it should be inter-
preted with caution.)
  As noted in the answer to Question 18, the CPI 
cannot be used to measure differences in price lev-
els or living costs between one place and another; it 
measures only time-to-time changes in each place. 
A higher index for one area does not necessarily 
mean that prices are higher there than in another 
area with a lower index. It merely means that prices 
have risen faster in the area with the higher index 
since the two areas’ common reference period.
  The CPI cannot be used as a measure of total 
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change in living costs, because changes in these 
costs are affected by factors (such as social and en-
vironmental changes and changes in income taxes) 
that are beyond the definitional scope of the index 
and are therefore excluded.
 
Limitations in measurement


Limitations in measurement can be grouped into 
two basic types, sampling errors and nonsampling 
errors.


Sampling errors. Because the CPI measures 
price changes based on a sample of items, the 
published indexes differ somewhat from what 
the results would be if actual records of all re-
tail purchases by everyone in the index popula-
tion could be used to compile the index. These 
estimating or sampling errors are limitations on 
the accuracy of the index, not mistakes in cal-
culating the index. The CPI program has devel-
oped measurements of sampling error, which 
are updated and published annually on the CPI 
home page. The CPI sample design allocates 
the sample in a way that maximizes the accu-
racy of the index, given the funds available. 


Nonsampling errors. These errors occur from 
a variety of sources. Unlike sampling errors, 
they can cause persistent bias in measurements 
of the index. Nonsampling errors are caused 
by problems of price data collection, logistical 
lags in conducting surveys, difficulties in de-
fining basic concepts and their operational im-
plementation, and difficulties in handling the 
problems of quality change. Nonsampling er-
rors can be far more hazardous to the accuracy 
of a price index than sampling errors. For this 
reason, BLS expends much effort to minimize 
these errors. Highly trained personnel ensure 
the comparability of quality of items from 
period to period (see answer to Question 8), 







collection procedures are extensively docu-
mented, and recurring audits are conducted. 
The CPI program has an ongoing research 
and evaluation program in order to identify 
and implement improvements in the index. 


Will the CPI be updated 
or revised in the future?


Yes. The CPI will need revisions as long as there 
are significant changes in consumer buying habits 
or shifts in population distribution or demograph-
ics. By developing annual Consumer Expenditure 
Surveys and Point-of-Purchase Surveys, the Bu-
reau has the flexibility to monitor changing buying 
habits in a timely and cost-efficient manner. In ad-
dition, the census conducted every 10 years by the 
Census Bureau provides information that enables 
the Bureau of Labor Statistics to reselect a new 
geographic sample that accurately reflects the cur-
rent population distribution and other demographic 
factors. 


As a matter of policy, BLS is continually research-
ing improved statistical methods. Thus, even be-
tween major revisions, improvements to the CPI 
are made. 


How can I get information
on the CPI?


Information on the CPI is available from BLS elec-
tronically, through subscriptions to publications, 
via telephone and fax, and through automated re-
cordings. Information specialists are also available 
in the national and regional offices to provide as-
sistance.


Electronic access to CPI data


BLS on the Internet. Through the Internet, BLS 
provides free, easy, and continuous access to al-
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most all published CPI data and press releases. The 
most recent month’s CPI is made available on the 
Internet immediately after its release. In addition, 
a database called LABSTAT containing current 
and historical data on the CPI is accessible. Data 
and press releases from other BLS surveys also are 
available. 


World Wide Web. The BLS Web site at http://www.
bls.gov provides easy access to LABSTAT, as well 
as links to program-specific homepages. In addi-
tion to furnishing data, the CPI homepage at http://
www.bls.gov/cpi/ provides other CPI information 
including a brief explanation of methodology, fre-
quently asked questions and answers, a list of con-
tacts for further information, and explanations of 
how the CPI handles special items, such as medical 
care and housing. Furthermore, CPI press releases 
and historical data for metropolitan areas can be ac-
cessed by linking to the regional office homepages 
from the main BLS Web site. 


Subscriptions to CPI publications


E-mail Subscription Service. The latest U.S. aver-
age and local Consumer Price Indexes can be de-
livered directly to a subscriber’s e-mail address on 
the morning of their release. Just subscribe to any 
of the national and regional CPI subscriptions of-
fered on the BLS News Service (http://www.bls.
gov/bls/list.htm).


Monthly Labor Review (MLR). The MLR provides 
selected CPI data in a monthly summary of BLS 
data and occasional articles on the CPI. The Web 
site, http://www.bls.gov/opub/mlr/mlrhome.htm, 
has issues of the MLR dating back to 1981.


Recorded CPI data


Recorded summaries of CPI data may be obtained 
by calling any of the following metropolitan-area 







CPI hotlines: 


Area Hotline Numbers


Anchorage
(907) 271-2770
Baltimore
(410) 962-4898
Chicago
(312) 353-1880
Cleveland
(216) 522-3852
Denver
(816) 285-7000
Honolulu
(808) 541-2808
Indianapolis
(317) 226-7885
Los Angeles
(310) 235-6884
Milwaukee
(414) 276-2579
New York
(646) 264-3600
Phoenix-Mesa
(480) 503-9075
Portland
(503) 326-5818
San Diego
(619) 557-6538
Seattle
(206) 553-0645


Atlanta
(404) 893-4222
Boston
(617) 565-2327
Cincinnati
(513) 684-2349
Dallas
(214) 767-6970
Detroit
(313) 226-7558
Houston
(713) 718-3753
Kansas City
(816) 285-7000
Miami
(305) 358-2305
Minneapolis-St. Paul
(612) 725-3580
Philadelphia
(215) 656-3948
Pittsburgh
(412) 644-2900
St. Louis
(816) 285-7000
San Francisco
(415) 625-2270
Washington, DC
(202) 691-6994
(202) 691-5200
(410) 962-4898


Summaries typically include data for the U.S. 
city average, as well as the specified area. Re-
cordings are approximately 3 minutes in length 
and are available 24 hours a day, 7 days a week.


Other sources of CPI data
Technical information may be obtained during 







normal working hours, Monday through Friday 
(Eastern Time), by calling (202) 691-7000 or any 
of the regional offices.


Office Telephone 


Washington, DC.
Bureau of Labor Statistics
Office of Prices and Living Condi-
tions 2 Massachusetts Avenue, NE
Washington, DC  20212-0001


(202) 691-7000


Boston
Bureau of Labor Statistics
Economic Analysis and Information 
JFK Federal Bldg., E-310
Boston, MA  02203


(617) 565-2327


Philadelphia
Bureau of Labor Statistics
Economic Analysis and Information 
The Curtis Center, Suite 610 East 
170 South Independence Mall West 
Philadelphia, PA  19106-3305


(215) 597-3282


New York
Bureau of Labor Statistics 
Economic Analysis and information 
201 Varick Street, Room 808
New York, NY  10014-4811


(646) 264-3600


Atlanta
Bureau of Labor Statistics
Economic Analysis and Information 
61 Forsyth Street, SW, Room 7T50 
Atlanta, GA  30303


(404) 331-3415


Chicago 
Bureau of Labor Statistics
Economic Analysis and Information 
230 S. Dearborn Street, Room 960 
Chicago, IL  60604


(312) 353-1880


Kansas City
Bureau of Labor Statistics 
Economic Analysis and
Information
2300 Main Street, Suite 1190
Kansas City, MO  64108


(816) 285-7000


San Francisco
Bureau of Labor Statistics
Economic Analysis and Information 
P.O. Box 193766 
San Francisco, CA  94119-3766


(415) 625-2270


Descriptive publications. These publications de-







scribe the CPI and ways to use it. They include: 
(1) simple fact sheets discussing specific topics 
about the CPI, (2) this pamphlet, with its broad, 
nontechnical overview of the CPI in a question-
and-answer format, and (3) a very technical and 
thorough description of the CPI and its method-
ology. These publications are available upon re-
quest by calling (202) 691-7000, and many are 
included on the CPI homepage on the Internet.


Further information may be obtained from the 


Office of Prices and Living Conditions
Bureau of Labor Statistics
2 Massachusetts Avenue, NE
Room 3615
Washington, DC 20212-0001
telephone: (202) 691-7000


or by calling any of the regional offices. 





















