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As regards the INDIVIDUAL DEMAND GROUPS'

lt nay be sald that on the whole the tenden-
clea of development are sinilar. As for the
expenditure onfoodstuffsr the price increase
is etrongest for the relatively snalleet trmar-

ket basket", s.Dd. the other structure of the
f'narket bagket" 1957haE led to snaller price
increases than for all three "market baskets"
accorallng to the 19rO coDsunption structures.

Regard.ing the expenctiture on hous1n6, the
reverse is true: at the 1!)/ consunption con-
ditions the price increage le nore narketl than
at the consumptj-on conalitions 1n 1950. As for
the expenditure on clothinSr education and' en-

tertainment, the j-ncrease in the prices of
the relevaat connodlties conteinecl ln ib.e 1957

"market basket" remai.ns clearly below the in-
crease 1n the prices of the coEespondiag con-
mod.ities coDtained in the rrmarket baskettt of
lgro.

In future, the calculations for the above

mentloned household typee wLth 1957 aB the
base will be published currently by the Fed-
eral Statistical Office t untll a d-ecision hag

been reached on a Senera1 conversion of the
price indices to arxother base year 8rr'[ atl-
other consunPtloD structure.

Dr. Gerhard Fürst
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THE GENUlNE TEANING OF THE GERTAN CONSUTER PRTCE INDEX

llthe present dleouasLons c€rlterlng around.
the d.evelopneat of prlces aad the d.evelopnent
of ragee a.nd. salarles, in other rorda the tle-
velopnent of inconeg aecruing to.enployees,
have lnduced tbo Federal Statlstlcal Office
to examlue anew the knowledge provlded. by the
lnetru-uents rhlch lt supplled for the purpose
of measurlng the development of consumer pric-
eg. Because of the peny mleleading lnterpre-
tations 1t sti1l appears neceaeary to rarn all
lntereeted clrcles agalnst neglectlng the nec-
essary reservationg shen uslng the available
neaeurlng instrunents for purposes for whlch
they have not been constructed..

The general pubtic ttoee frequently not
reallze that the question, to which extent
consumer prices have risen, can never be nn-
swered unobjectionably, though it appears so
sinple at a first elght. In all cases, bne
statlsticlan should ask the counter-question:
[Forwblch consumer-gootls do you want to know
the development of prices?'r "Consumptiont'is
not an una-nblguous and inflexible term, but
it ls wldely d.ifferentiated accord.ing to the
pereoaal consunption habits, the nod.e of 1iv-
ing, the Ieve1 of income, etc. of the varlous
social- clasges. Apart fron thle it changes
cumently, which 1s d-ue to influences of nany
different kinds. But an actual developnent of
pricee can only be shown for comnodities of
the same type, the eamc quantity and the snme
quality, anal these are the vcrJr criteria.
which are not available ln caees of a contln-
uoue growth of the ecoDortrJr, a currently grow-
1n6 and changlng production and. a current rise
of the income Fnd consumption leve1s result-
ing therefron. Thie holds true for consumption
by th,e total population, the value of rhtch
1s- reflected l-n the statletlcal recordlng of
trprivate consumptionr', ag re1I ae for con-
sumption by eelected strata of congumers.

Undoubtedly, It appears nost approprl-
ate to base any general- macro-econonic j.nfor-
natlon on the stabillty of the cumency or
the eo-ca1leil d.epreciatlon of cumencJr uporl
the DEVELOPIßNT OF IHE PRICES OF All COMIIOD-
ITIES 4ND SERVICES WHICH Ttr TI{E COURSE OF OtrE

YEAR WSRT CONSI'UED 08ItrVESltrD I1{ lEE ECOITOUT,
or, expreased ir' a brlef and elnpllfie<I ray,
upo! thc expeacllture gltle of the aatlonal
procluct. [h1s ls the alu wbich has slnce long
been envleaged by the Iederal Statlstlcal Of-
flce. However, the conprehenelvely lncluslve
calculatlons of thle type, rhlch could be nacle
so far, caa only be regarded as a nakeshlft,
for to clate there hae been aD entlre abseace
of etatlstl-cs wbich are d.eta11ed oaough for
enabling a claeelfication of totaL "private
coneumptlon" bycotnrnod.ltles, which ln vlew of
the consumptlon problenl ) forln" the nost in-
portant part of the expencliture side of the
national product. Ihls is another reason vbJr
endeavours have since long been nade at tbe
Federal §tatletlcal Office to establleh a com-
prehensively inclusl-ve consuroption sample for
alL strata of the population. Ä relevaat draft
law is at present dealt with in the par1la-
nentary course of business.

In default of the above neatloned. recolds,
we had so far to satisfy ourselves at the Fed-
eral Statletlcal Offlce wlth ehoring the devel-
opment of coNSIn[ER PRISES FOR SEIACitrD CONSUUER

GROIIPS. For eone tlne, the official prlce indl-2).ceg-/ have been computed for a "med.ium" con-
sumer group, whlch forns the center 1n the
statlstical recorcllng and fgr a 'rlower'r enal aa
'rupper" conaunor group. llhcee computatlons rere
etarteal frou the incone and consurptlon condl-
tions in the base year 1!lO, and thls practlce
has been continued to date. Whether aad ln
which way the }caowlctlge provld.etl by the resulta
of these conputatlons 1s influence,l by this
practice of naintalalng the sane conputation
nethod. over a perlod comprislng 1O yeare will
be discussed later in this study.

Coneunptloa by private coasuners depends
ln the flrst llnc upon the SIZE AND COUPOSITION
OF TI{EIR EOUSIHOIDS ald upon the INCOIIE LEVELS

'1 ) See aleo: "Dae Sozialprod.ukt lnden .Tahren
195O bis X959" by E. Bartela /K,-H..Raabe,/O. Schörry In "Wlrtechaft und Statistlkrt, 12th
Iear, No. 1, Jenuary 11960. - 2) See "Der neue
heielndlex'für d.lc Lebcnshaltung' by G. Fürgt,/P. Deneffe ln 'rWlrtschaft und Statlatlkr', 4th
Year, No. 10, October 1))2, D. ,29 tt.
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bf tnffn FAMILIES. Inaccorclwiththe practice
followed in relevant calculations at the for-
ner Relch Statistical Office, trh{ ch were based
on a wage eaxnerra !-person householdr the
coroputation of the present official index of
consumer prices has been based on a 4-person
houeehold of a dependently employed pereont
in which oaly the head of household is en-
ployed futl-tine, and.in which there live two
children, one of whom is under 1l years old.
But this householcl or faroily type only ac-
counts for a relatively snaI1 part of the
German households. r'he 1 % supplementary sur-
vey to housing statistics 19r?' / hag shown

that only about one tenth of all fa-mi1y house-
hold.s of dependently employed persons fal1s
to the type of ine 4-person household' wlth
only one incoroe recipient (irrespectlve of
the nu:nber and age of the children). Apart
fron thls, it has become recognizable from
the statistics in question that approximate-
Iy one sixth of the household-s of dependent-
1y enployed persons is consistent with the
household type embracing 2 children (a cross-
classification by the number of income recip-
ients is not possible). These data on the
household type alone i-ndicate that the price
index conputed cannot, as it stands, be re-
garctecl as val1d for the total of aII house-
ho1ds. Another factor restricting the knowl-
eclge provided by the index is the fact tLrat
within the household type itself, whicü has
been usedasa basis, allowance has only been

made for a small incone Broup. When the ind'ex
was constructed, data on the income pyramide
of specified household types, and particular-
Iy on the fanily incomes which are inportalt
with a view to consumpti-onr were rrot avail-
abl-e. Soroe infornation oa the net income of
families has meanwhile been provided by the
above mentioned I % stppLementary survey 195?.
This informatlon suggests that approximately
four tenths of the household-s of dependently
employed persoDs falling to the household type
under consideratioä have an lncome which is
widely coneistent with the consumption expend'-
lture of the "ind.ex households". But neverthe-
lessnaywe assume that the knowledge provided
bythe indexof consumer prices covers a wider

1) See also: "Die Arbeitnehmer- und Rentner-
Eäushalte nach cler Höhe ihres Haushaltsein-
konmens" by G. Fü.rst,/K' Horstmnnn in "lvirt-
schaft und -Statistik"r 1'1 th Year, No. B, Au-
gpst 1919, P. 4Ol ff.

range than may be expected on so snall a basls.
AIso in case that the nunber of incone recip-
lents ls greater whtle the nurober of household.
mernbers or the level of iacome renains much

the same, or also for households wlth the same

income 1eve1 but of a different size, the con-
sumption Btructure wiIl correspond' to the
selected houeehold type to an ertent wide
enough for measuring also the cond.itions in
these 'rneighbouring" household' types by the
price lndex in question.

All in all it must be said that owing to
the fact that the HOUSEEOID TYPE and its LEVEL

OF INCOIIE HAD TO BE DETERMINED ARBIIRARILY the
calculations concerned have only a very smalI
basis. Tbe counter-question, which suggests
itself, namely whyatthe Federal Statistlcal
Office tbere are not conputed anJr price indices
for other household tSpes and lncome levels can
only be answered by referring to the fact that
apart fron the general income and consumptioa
sa-uple roentioned before there ls an entire
absence of records which show how the con-
sumption of these other householtl types is
conposed accordj-ngto types of goocls, quantl-
ties anil qualities. Becauge of tbe great socio-
political inportance which is attributed' to
the price index it 1s not possible to compute
different price lndices on the basis of a con-
structed or estirnated family budget. If this
were done, either the employers or the enployed
would certainly and correctly raise the ob-
jection that such estimates can easi-ly be na-
nipulatecl so as to prove a "desired" develop-
ment of prices. Accordiuglyr Sovernmental sta-
tistics which are not to measure vagaries, but
should and- must neasure facts, are forced to
base the urgently required calculations of the
actual development of consumer prices upon un-
assailable statistlcal data on the actuai con-
sumption expenditure. The repeatedly nentioned
income and consumption sample appears indis-
pensable for thie purpose, for wlthout a usable
compass whicb reliably indicates the rnovements

of prices lt will be diffi-cult in any case to
find the right courae through the heaving
waves of prices and wages 1n the oceäI of the
national economy. The costs of the "o'pä"" -
which have so far been saved - are out of all
proportion to the costs which would have to be

d.efrayed by the uatlonal economy lf the employ-
ers end employect, the enterprises pnd associa-
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tlous, tha government and the Federal Bank
choee a wrong course when taklng thelr neas-
uree in tbe flelde of ecoaonlc and nonetarf
policies, because the pricö plcture to hand
ls lnsufflclent for theee purposes.

Even if tbe problen of selecting adequate
householcl types aad lncome groups bae been
solved, prlce statistics have st111. to coPe

wlth the before nentionetl dtlem.loa of a SIEAD-
IIY CEANGING CONSUMPTION, and thls partlcular-
1y if they cover a longer perlod of tlne.-An
isolatetl recording of the developnent of pric-
es carl onlybe reallzedbyneaeuring the pric-
es of a specified "market basket"r Fnd the
conmodities which thls I'market basket'r con-
tains rnust remaln the same in respect of thelr
quantity, quality and oonposition. According-
1y, we cpn never Danage wlthout determlning a

"narket basket", the prlces of whi-ch we want
to measure, Bnd. naintaining it ovdr a speci-
fled periodoftime. The practice followed in
the conputation of nost of the prlce indices
ls to base them upon the "marke l basket" of the
base year aail maintain lt urehalged tilL to
the time at which the base ie altered and a new

'rmarket bagkett' lntroduced. Thle procedure
(laspeyres f6rnula) has also been applied. in
the price intlices published so far by the
Federal Statlstical Offlce. In accord wlth the
family budget inquiries conducted- at a certain
number of household.s, which according to the
conpositi.on of families and levels of income
in 1950 were consistent wlth the household
t;4pe described above, a 'rnarket basket" the
contents of which correctly reflectecl the
structure of expenditure AT IHAT TIME was
establishec[. For buying this "market basket,
of the so-ca11ed. medj.um coDsumer stratum ap-
proxinately ,OO DM were required j-n '1950. At
that tiroe, this Enount of about )OO DM was
even slightly above the average earnings of
factory-workers, so that it was justified to
refer to it as the "market basket'r of a me-
dium coDsumer group. At a 19 % average in-
crease Ia consumer prlces the amount to be paid
for the same "market basket" i.n,1958 was near-
ly 160 DM. But owing to the general growth
of the economy and the steaclily increasing na-
tlonal product, whichiaturn requires rising
lncornes without which it _cannot be produced
and sold., the average monthly (gross) earn-
ings of factory-workers have neaawhile risen

DEVELOPIIENT OF CONSU'IER PRICES

AND lNCotiiES (FACToRY-WoRKERS), l9s0 T0 oCToBER I959
1950=1fl)
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DEVEI.oPHENT OF CONSUMER PRICES

fron about 2?, DM in 1950 to about 460 DM in
1958. Ia other words, the content§ of the
rrmarket baskettr which corresponds to the PRE-

SENT lacone of a mecli.un consumer stratum (again
measured., say, by the average income of fac-
tory-workers) are conslderably DIFFERENT from
and much RICIIER than the contents of the 1950

"market basketr'. lhe difference between the
t'price" of tlne 1950 "market basketrr alnount-
1nB to about ,00 DM' and. the price of the
'1!!8 "market basket" wlth 1t8 different and

richer contents, which accordingto the''fami-
1y budget inquiries amou:rted to rT+ DM, is on-
1y to a very sma11 extent due to i-ncreases in
prices. Major part of this difference results
from a lasting real increase in lncones.

In part, these interrelations have aI-
ready been described twlgE in the journal
,Wlrtschaft und. StatistilCr+).Io the relevant

cles: t'Zuxo
by P. De-

tatlstik'r,. ,4' ff.

4 See the last of these two arti-
Preisintlex für dle Lebensha lturrgrl
neffe/I. HiIIer in "Wirtschaft und. S
'1Oth Yearr No. '1 O, October 1918, P

-3-
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articles it was shown that the price differ-
ence between 1950and tbe preeent tlne beconee
snaller when the price tlevelopnent i-s neasur-
ed by the 'troarket basket" of TO-DAY insteaal
of belng baeed uponthe 1950 "narket baeket'r,
whlcb has so far been the practlce. lhe rea-
sona are easy to recognize. In the smaller
"market basket" of 1))O, for instance, food-
stuffs played a much more lnportaat part than
they Cltl 1n the "narket basket" of 1958. In
1)JO, tbey accounted. for t+6 /o of the total
contents (neaeureal by their value), while ln
1958 only 19 % ot the contents were occupled
by foodstuffe, thou6h 1t is truethatdeepite
the decreased proportion the absolute quaatl-
ty of food.stuffs le to-d.ay considerably larger
and their quatity conslderably better thao in
1950. ($re abgolute amounts were 11) DM Ln
1950 and, 219 DM Ln 1958. ) The erperience that
the prices of food.stuffs, which eti11 occupy
an irnportant place in the total consumer pric-
es, have lncreasedtoa wicler extent than the
prices of other groups of clenand, results in
the fact that accord.ln6 to the official index
wlth 1950 aB the base the price increase is
nore roarked than 1t would be when the "narket
basket" of IO-DAY were used a§ a basis.

contentg would show a gtronger prlce lncrease
than tbE calculatlons based on a rrnarket bae-
ket" wlth Poorer contents. Later 1n this ar-
ticle lt wilL be showa by relevant figuree
that thc reversre of it ls true, though thls
can already be seen fron the diffeiences in
the calcutatlons xoaale ao far for the lowert
tha nedium and the upper conauner strata. llbe
rlcher are the contents of the "narket bas-
ketr', the snaller are the price changes. IhiB
nay alrea§ybe explainedbythe fact that rl-s-
lng prosperity ls acconpanied by a decreaee
ln the proportion of the expenditure on food.-
stuffs wh1ch, relatively, have become Ilore ex-
pensive and thatr ln general, consumptlon
add.itlonally turus to the rationally nanu-
factured industrial" producte the prices of
which use to increase to a srnaller extent than
the prices of foodstuffs, or evea tend to de-
crease. Particularly the d.urables suchagmo-
torcars, refrlgerators, washing machinesr ra-
dio and televi-sion sets, el-ectric shavers,
etc., but also consumer goods of other klnd's
such aB clothiag antl household utenslls of
plastic nateri-aIs are to-day lese e:rpenslve
than the comesponding commodlties of the same

quality would have been j-n'19r} (if then they
had alreatLy been available).

It should agala be warned. against the
obviously ineradi-cab1e idea that the calcu-
lations based or a "market basket" wlth richer

These examples are only very rou6h; re-
ality ie nuch more variegated and nultiform.

CHANGES lN THE'litARKET BASKETS FoR THE CoNSUI{ER PRICE INoEX
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Anong foodstuffs, for lustance, tbe prices of
neat and fats of a high quality have increase'l
nuch nore stroagly than the prices of neat and

fats of nediun qualitles. Finally, fooclstuffs
are not the only comnodities which have taken
the tead in followiag the upward movemeat of
prices; as regards the servicesr the situation
is nuch the same.

All considerations 8o far made at the

Fecleral Statistical Office have 1ed to the

conclusion that the decislon on the NEW COM-

PUIAIION OF PRICE INDICES on a base which
cones closer to the actuaL consumption con-

ditions of to-day nust no longer be deferred'
The reason why dcspite tbe coud'itione already
tlescribed for 1))l in the befo-re mentioned'

articlä a revision of the price indlces has

not been nade eo far lies in the fact that ln
many contracts and agreements the official
price inclex ls used as a measure of the in-
crease la prices. the selection of another

"market basket" which comes closer to real-
ity nust necessarily cause a:r intemuptioo
of the present price series, whi ch may in turn
embarraes tbe prevaillng legal condltions'
Ihus it is understand'eb1e that such a trench-
ani cut ie not nade before it can no longer
be avoicled' It is true that ln practice it
is advantageous to have available one single
and ualnterrupted serles onwhich contractual
agreenents can be based, but wdether such a
serles is actualty "just" to a1I parties con-
cerned Is quite another thing' However, these
considerations to the prevailing legal con-
ditions rnust by no neaas result in a qislea'l-
lng interpretatlon of the macro-econonic pic-
ture of the price development' fhe present
prlce index ie correct, if it is used for
obtainlng that inforroation which lt actu-
ally provides, namely on how the price of a

specified "market basket'r has changecl from
1950, when thls basket wae fixed for a 4-
person faroily of a dependently enployed per-
aon at a certaln income level; with certain
restrictions the basket in question may also
have been validfora larger sphere' tlowevert
the lnterest in this informatlon decreases
step by step if a "market basket" with nuch

richer contents 1s at the clisposal of the
majority of the population. Addöd to this is
the experience that in the short-term obse!-
vation greater interest le taken in the de-
velopnent of the pricee of those commodlties

sbich are bought and consumed TO-DAY than ln
the ilevelopnent of the prices'of comnoditles
which used to be bought FORMERIY'

The question concerning the revision of
the lndex of consumer prlces will only be

indicated, within the scope of this articla
It will be considered in detail at the neet-
ing of the Ad.visory Conni-ttee at the Fetleral
Statistical Office to be beld iu May, for when

choosing a new base year for the price indi-
ces account must also be taken of the indices
of other ecoaomic facts, so that these ques-

tions must be considered for all statlstics
together. The method. usecl with the present
prlce index wi-th 1950 as the base was flxed
in close cooperation with the enployers and

enployedrwhoboth consented to it, and it is
a remarkable success that 1n recent years se-

rious objections have not been raised to the

nethocl followetl in the official measuring of
prlces. [lris is why the Feileral Statistical
Office does not want to make any changes with-
out the consent of ihe Aclvisory Committee t

which the legislator established for its as-
sistance, and. which in . addition to the re-
presentatives of many agencies interested in
statistics also incl-uctes the representatives
of the trade unions and enployers' associa-
tions.

But nevertheless has it been found ade-
quate at the Federal Statisticat Officet to
concrete the Seneral conslderations referred
to above by soroe calculatlons' Accordinglyt
the DEVEIOPIIENT OF CONSUMER PRICES *111 be

given below for various types of .consumers
accord.ing to both tine 1950 and the 1957 'tmat-
ltet basket". The year 195? vas selectedt as

these figures can be used for recording the
development of prices. i-n the Iast two years'
Tlrus, the yeat 1))l should not be :egard'ed as

the suggested new base year' For this purpose

the years 1958or1)J) appearmore appropri"ate
because of the relativetyualnportant changes

in pricesandwages, or1960 night also appear

appropri-ate as the new base because of the in-
corporation of the Saar. But this problem'willt
as already menti-oned', be dealt with at the
meeting of the Advisory Connittee'

The following table shows clearly that
thE INCBtsASE IN THE IOTAL OF CONSUIIER PRICES

GETS RETATIVELY SMALIER IIIE HIGHER TEE MONIH'

-r-



The Development of Consumer Prices ot Different Consumption Conditions

from 1957 to 0crober I959

1 ) According to the results of the fanily budget inquiri-es; for tbe group with a consumptionexpenditure of 1'OOO.- DM per roonth accordingtoa nodel pattern of a househotd in the upper
Sroup in accord wi.th the general observations in the field of consumption.

LY CONSIJI'IPTION EXPENDITURE becones. Ttre rlse
in the total of consumer prices from 1917
(year's average) to october 19595) ranges bet-
ween /. O % fot the household type with the
snallest erpenditureeJldr.2 % fot the house-
hold type with the relatively highest consump-
tion expenditure. Slnce 1))1, consumption has
become relativelJr most expenslve i.n the rrlower't
consumer group, ia other words in a household
which in1950 had to spend approxinatell 175 DM

on its "market -basket" (,r'd. approxlnately
20, DM in 1957). As regards the increase in
consumer prices in the "med-iu.m't qonsumer stra-
tun of 1950 (with a consumption expenditure
of JOO DM in 1950 and. 14, DM j-,tL 19r?), which
has so far been given priority in governnen-
tal price statlstics, it wae 5.2 %. For the
group refemed to as the t'uppertt Qonsumer
stratum ln '195O (with a consumption expend'-
i-ture ot 525 DM in 1950 aa:d, 600 DM j-D' 1917)
the price increase was ).2 %.

,) Ihe month of October 1))) was selected be-
cause of the special price conditi-ons which
were erperi-encedln the market for fooilstuffs
in November and December 1959 and. for reasons
of working techniques.

Ifre start from the "market baskets" of
1)Jl wini-cin owing to the general growth of the
economy and the hlgher income levels result-
ing therefrom have richer contentsr.it be-
comes obvious that the Sroup which according
to the PRESENT conditions should be terned
the 'rmed.ium" coneumer stratum has only ex-
perienced. a price increase of 4.1 %. This re-
sult Is interesting insofar as it j-l1-ustrates
that the consumers have turned to other con-
nodities. |lhe absolute anount of the total
expenditure of the "upper" consumer stratum
of 195Oiaj..n 1))l (about 600 DM)evenslight-
ly above that of the t'nedlum" consumer stra-
tum of 1917 O5o DM). Accordingly, the expe-
rlence that for thj.s medium stratum the prices
have rlsen to a sroaller extent is not d.ue to
the tevel of income, but can only be attri-
buted to the fact that the 1))l consunptlon
is composed ln another way than that reflect-
ed by the results of the current aclJustmeate
of the 1plO consunption conditlons of the up-
per consuDer stratu.E. another reason whlch
nay be referred to in this connexion 1g the
experlence that the buyers turned to those
comnodities rhich were actually worth their
money.
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