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		Abstract

		As inflation approaches zero, it becomes increasingly important to examine the price indices on which monetary policy is based.  The most popularly used aggregate price statistic in the U.S. is the Consumer Price Index (CPI), a statistic that appears to be a focal point in monetary policy deliberations.  A problem associated with using the CPI, a fixed weight index of the cost-of-living, is that there are likely to be biases in the index as a measure of inflation. In this paper we use a simple statistical framework to compute a price index that is immune to one of the potentially important biases inherent in the CPI as a measure of inflation--weighting bias. Utilizing a dynamic factor model we are able to compute the common inflation element in a broad cross-section of consumer price changes. Our conclusion is that, although there was a large positive weighting bias during the fifteen years beginning in 1967, since 1981 the weighting bias in the CPI as a measure of inflation has been insignificant. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bryan,  Michael F. and Cecchetti,  Stephen G. and Cecchetti,  Stephen G., The Consumer Price Index as a Measure of Inflation (October 1993). NBER Working Paper No. w4505,  Available at SSRN: https://ssrn.com/abstract=474013
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Michael F. Bryan (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Federal Reserve Bank of Cleveland  ( email )

			

			
			
				
				
				
					PO Box 6387
Cleveland, OH  44101
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Federal Reserve Banks - Federal Reserve Bank of Atlanta 

			

			
			
				
				
				
					1000 Peachtree Street N.E.
Atlanta, GA  30309-4470
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Stephen G. Cecchetti

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States
212-720-8629 (Phone)
212-720-2630 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Brandeis International Business School  ( email )

			

			
			
				
				
				
					415 South Street
Waltham, MA  02453
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR)  ( email )

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				European Systemic Risk Board  ( email )

			

			
			
				
				
				
					Sonnemannstrasse 22
Frankfurt am Main, 60314
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      122

			

		
		
		
			Abstract Views

			    6,793

		

		
		 
		
			Rank

			  416,720

		

		
	


	
		
            
            	        3 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                
	
                    Federal Reserve Bank of Cleveland Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Federal Reserve Bank of Cleveland Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              168

                                    

                                    
                                        PAPERS

                                              645

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Measuring Core Inflation

                        
                            By
                                
                                
                                    
                                    Michael F. Bryan
                                     and 
                                
                                    
                                    Stephen G. Cecchetti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Core Inflation: A Review of Some Conceptual Issues

                        
                            By
                                
                                
                                    
                                    Mark A. Wynne
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Measuring Short-Run Inflation for Central Bankers

                        
                            By
                                
                                
                                    
                                    Stephen G. Cecchetti
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Inflation and the Distribution of Price Changes

                            
                                By
                                    
                                    
                                        
                                        Michael F. Bryan
                                         and 
                                    
                                        
                                        Stephen G. Cecchetti
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Efficient Inflation Estimation

                            
                                By
                                    
                                    
                                        
                                        Michael F. Bryan, 
                                        
                                    
                                        
                                        Stephen G. Cecchetti, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Robust Measure of Core Inflation in New Zealand, 1949-96

                            
                                By
                                    
                                    
                                        
                                        Scott Roger
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Weighted Median Inflation: Is this Core Inflation?

                            
                                By
                                    
                                    
                                        
                                        Julie K. Smith
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Core Inflation: Concepts, Uses and Measurement

                            
                                By
                                    
                                    
                                        
                                        Scott Roger
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Review of Core Inflation and an Evaluation of its Measures

                            
                                By
                                    
                                    
                                        
                                        Robert W. Rich
                                         and 
                                    
                                        
                                        Charles Steindel
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Note on the Efficient Estimation of Inflation in Brazil

                            
                                By
                                    
                                    
                                        
                                        Michael F. Bryan
                                         and 
                                    
                                        
                                        Stephen G. Cecchetti
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.111 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

