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P0141.5
CONSUMER PRICE INDEX

The calculation of the Consumer Price Index (CPI) is based on the monthly change in the prices of all the goods
and services purchased by an average household.

The expenditure on goods and services purchased by an average household is derived from the quinquennial survey
on the Income and Expenditure of Households. The results of this survey is also used to determine the relative
impartance (weight) of each item in the “basket” of goods and services purchased by an average household. The
prices of the identified goods and services (“basket”} are measured monthly in order to compile the CPL.

SURVEY ON THE INCOME AND EXPENDITURE OF HOUSEHOLDS

The survey on the income and expenditure.of households was undertaken by the CSS in October 1995 and covered
30 000 households throughout South Africa. Unlike the 1990 survey on the expenditure of households which
covered the 12 main metrapolitan areas only, the 1995 survey covered all urban areas as well as non-urban (rurad)
areas. In each of the various magisterial districts of South Africa, a sample of households were selected to

participate in the survey.

This sample was pro rata to the number of households in the urban as well as the non-urban areas. The sample
survey in the respective areas provided for the participation of all types and sizes of households (dwelling houses,
town houses, flats, hostels, informal type dwellings and traditional dwellings).

The data is weighted by the population of each area to obtain the complete expenditure pattern of an average
household in the various areas in South-Africa. .

CONSIDERATION OF NEW GOODS AND SERVICES

With the 1995 sutrvey on the income and expenditure of households , expenditure on goods and services which were
not explicitly measured in the 1990 survey, was also measured. This includes in particular:
Home owner’s costs:
Levy (sectional title, etc)
Medical and health expenses:
Traditional healers {sangoma, inyanga)
Communication:
Purchases of cellular telephones, fax machines and telephone answering machines for household purpcses
Link to the cellular telephone network
Subseription to Internet/Beltel
Courier services
Recreation and entertainment:
Personal computers, software and consumable goods
Other goods and services:
Lobola/dowry paid

UPDATED CPI BASKET

The expenditure patterns of households change with time as their needs and buying preferences change. To ensure
that the CPI gives an accurate and reliable reflection of price changes of goods and services purchased by the
average household, it is necessary to update the consumer basket {weighting structute) from time to time. The
various goods and services purchased by an average household and the calculated weights {relative imporiance of
the various goods and services) used in the calculation of the CP1 as from January 1997 are shown in detail in the

attached tables,



P0141.5
WEIGHTS

This statistical release contains the weights for the metropolitan arcas in total according to the new 1995
weighting structure of the CP]. The weights are shown for the various expenditure-group catagories as well as for
the core inflation index. (See pages 2 and 3 of Statistical release P0141.1 of 27 February 1997). '

SHIFTS IN WEIGHTING STRUCTURE

Significant shifts in the relative importance {weights) of goods and services of the CPI basket are housing (which
increased from 20,54% in 1990 10 24,05% in 1995), household operation {which increased from 2,57% 1o 4,69%
mainly due to expenditure on domestic workers, which increased from 0,83% to 3.19%)}, communication {which
increased from 1,61% to 3,05%), clothing and footwear (which decreased from 7,02% to 4,789}, and fumiture and
equipment {which decreased from 5,50% to 3,93%). More information regarding shifts in the CPI weighting
structure appears in the two tables on page 3.

EXPENDITURE GROUF CATEGORIES

To depict household group categories, expenditure group categories are used instead of the income group categories
{fower, middle and higher income groups) as used in the past. This is done in accordance with international
(Infernational Labour Office) guidelines. The boundaries of the expenditure group categories were obtained by
calculating the quintiles (five equal groups) of the total number of households in South Africa and placing the break-
point at the total expenditure of the top household (ranked according to expenditure) in each of the quintiles.

The five expenditure group categories or quintiles wese defined accdrding to total expenditure per houséhold as in
October 1995 as:

Very low expenditure group - up to R6 340

Low expenditure group - R6 341 up o R11 550
Middle expenditure group - R11 591 up to R21 509
High expenditure group - R21 910 up to R49 498
Very high expenditure group - R49 499 and more

From the 1995 weights, in the table on page 3, it can be seen that the very low expenditure- group category,
although representing 20% of the population, through its expenditure contributes only 0,51% to the total CPl

ROUNDING OFF

The weights are rounded off indepently of one another. Their sum may, therefore, not necessarily add to the totals
shown. :

: .Dr FM Orkin
Head: Central Statistical Service

ENQUIRIES:

Tel. (012} 310-8085/310-8040
(012) 310-8351/310-8390
(012) 310-8421 (technical enquiries)
Private Bag %44, Pretoria, 0001
fax: 310-8500 310-8501
E-mails madeh @ CSS.PWV.GOV.ZA
Internet: http://www.css.gov.za
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CHANGES IN THE EXPENDITURE FATTERN
" METROPOLITAN AREAS
1985 Waights

: : Expenditure group categories [ §
e b= ==|-- I [ e s el |

| [ | Very | Low | Middle | Bigh | Very | Pan- |
| ] Total | low | . | | ] high | sicners |
fommmmm e === J=rmem e fm=mme [ frommr—m—— ~ et | |
1 A1l items 1 100,00 | ] ) 3 I 100,00 ¢
| Vary low expenditure group | 0,51 | 100,00 { t ] 1 t {
f Low expanditure group 1 1,78 | i 100,00 | | | § i
{ Middle expenditure group ] 5,24 1 ! y 100,00 4 ] i |
1 High sxpenditure group I 17,70 ¢ ! | | 100,00 | { 1
! Yery high expenditure group 1 74,77 ¢ 1 ] | I 106,00 } §
I ! ! ; ! | i ' 1
] Commoditias { 55,00 |} 71,17 1\ 63,38 | 62,94 | 58,94 | 53,36 } 53,64 |
| 8arvices 1 | 45,00 | 26,83 | 35,62 | 37,06 { 41,08 | 46,64 | 46,36 |
i [ | | i | | 1 I
| Food 1 18,02 | 40,73 | 34,39 i 331,32 ) 25,42 | 14,84 | 21,06 |
| Wen-alepholic bavarages | 0,82 | 0,93 § 1,26 | 1,14 ) 0,91 1 0,76 | G,85 {
| Alcoholic beverages 1 1,18 | 1,02 | 1,27 |} 1,70 | 1,43 1,10 [ . €,%7 )
{ Cigarettes, cigars and tobacca | 0,95 2,05 | 1,85 ) 1,%2 1 1,35 1 0,76 | 1,021
{ Clothing and footwaar | 4,76 1 5,66 } 5,71 7,20 1 6,54 | 4,16 | 4,29 |
| Houaing 1 24,07 | 22,52 ) 25,441 21,381 22,69 { 24,42 ) 259,09 )
| Fuel and power i 3,11 i 8,91 ) 6,57 |\ 5,42 4,32 | 2,531 3,95 |
| Furniture and equipment | 32,% ! 1,01 | 2,14 4 3,36 | 5,301 3,73 ) 3,98 |
| ' Hougehold oparation 1 4,69 ) 2,88 | 2,59 | 2,89 { 3,21 ) 5,25 | 4,43 |
| Madical care and health expansss | 5,95 | 6,75 | 1,26 | 2,10 | 5,63 ) 6,44 | 8,22 |
| Transport ] 14,74 | 5,29 | 7,24 | 8,40 | 8,61 | 16,88 | 10,28 (
| Communication , l. 3,06 | 1,08 | 2,06 ¢ 2,80 ) 2,82 1 3,16 | 3,26 |
<| Racreation and entartainment Io2,38 | 0,28 | 0,76 | 0,99 | 1,37 1 2,717 | 1,814
| Reading matier i 0,74 | g,15 ¢ ¢,30 1 0,56 1 0,71 1) Q.77 | G, 79 |
| Education [ 2,04 | Q0,52 t 0.62 ) 1,01 | 1,671 2,23 | 0,88 |
| Personal caxe ' { 3,06 | 3,92 | 3,44 ) 3,68 1 3,71 | 2,87 | 3,08 |
| Dther goods and mervices 1 6,45 | 2,30 ) 3,10 | 4,45 | 4,31 | 7,33 5,13 |

1990 Waighte

| Income group categories ] [

----- : {-mmmmmm - e ] e

[ Lower t Middle | Bigher i !

i Total {income group }lincoma group |income group | Pensionars |

jrmv |mmmm e e | Bttt bt Jomm—— e ] - ===
| All items | 106¢,00 ! i | 100,00 |
1 Lower income group | 19,42 1 100,00 | i [} 1
| Middle income group i 24,09 ] i 100,00 i } 1
1 Higher income group 1 56,50 \ | 1 100,00 | |
| o ] i t | 1 |
| Comnodities | 57,92 ] 64,20 i 0,58 | 54,62 1 51,78 {
| Sarvioes 1 42,08 | 35,80 ! 39,42 | 45,38 | 48,21 1
I L ! ) | { |
| Food | 18,64 t 25,16 ] 20,85 | 15,45 { 19,87 [}
| Non-alooholic bevaragas { 0,69 | 1,06 | 0,76 I a,53 | 0,53 |
} Alcoholic beverages 1 0,96 I 1,60 I 0,97 i 0,74 ] 0,72 |
) Cigarettes, cigaras and tcbacce 1 i,22 1 2,53 1 1,47 { 0,65 1 0.69 1
i Clothing and footwear | 7,02 1 11,28 { 7,35 ! 5,41 1 . 4,08 |
| Housing ’ | 20,54 \ 16,20 { 19,48 | 22,49 1 30,18 {
| Tuel and power . . | 3,26 1 3,90 i 3,45 ] 2,98 § 3,89 {
| Furniture and equipment I 5,50 i 5,58 | 6,17 | 5,18 1 4,24 ]
| Household gperation | 2,57 { 3,27 ! 2,32 | 2,44 { 1,98 )
{ Madical care and health expanses | 5,22 [ 4,51 | 5,43 | 5,37 1 5,70 |
! Transport 1 14,43 I} 8,52 ] 13,38 | 16,52 [} 10,74 |
} Communication i 1,61 H T 2,05 1 2,06 { 1,27 I 1,73 1
} Recreaticn and entertairmant ! an | 2,08 j 3,21 { 4,49 ] 3,08 1
| Reading matter | 0.75 | 0,78 | 0,86 1 0.70 | 0,68 |
| Education | 1,76 | 1,38 ) 1,68 1 1,82 { 0,92 i
| Personal care } 2,64 ] 3,06 t 2,95 ) 2,36 1 2,04 i
| Other goods and services 1 9,49 I 7,04 { 7,63 ] 11,12 ] 9,03 1
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DETAILED WEIGHTS - METROPOLITAN AREMS

CONSUMER FRICE INDEX
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CONSUMER PRICE INDEX
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DETAILED WEIGHTS -~ METROPOLITAN ARKAS {Continued)
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Potatoes

Onions

Tomatoss

Gresan beanas
Cabbage

Carrots .

Pumpkin and marzrows

1.7 VEGETABLES
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Coqoa, thocolate drinks and other

Spices and flavouring

Vinagar

hot drinks
Yesgt, baxing powdar and bicarbonatei

Salt

1.10 CTHER FOOD PRODUCTS
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1 3.

ALCOHQLIC BEVERAGES

Bpirita
Wina

Besz, including scrghum heer
Othexr alcoholic beverages
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CLOTEING AND FOOTNEAR

CIGARETTES, CIGARS AND TOBACCO

Cigarsttes
Other
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IMPORTANT CPl ENHANCEMENTS Embargo: 13:00, 27/2/97

“Important enhancements of CSS inflation data have been introduced this month, both in technical detail,
and in line with RDP needs”, CSS Head Dr Mark Orkin announced today.

. RDP-oriented improvements

On the RDP side, the CSS is now breaking out the overall inflation rate into five equal categories or
quintiles, defined by levels of household expenditure. Previously there were only three categories, with
the lowest including 78% of Africans.

“For the first time policy-makers will have adequately differentiated monthly data regarding the impact of
economic developments on the spending power of the very poor,” Dr Orkin noted.

“The data have startling implications for development. For example, one finds that the bottom sixty
percent of households account for less than 10% of expenditure. And food prices count for 41% of the
CPI among the poorest, compared to only 15% among the richest.”

More technical detail

On the technical side, there have been three simultaneous improvements. Firstly the “basket” of goods, -
by which the aggregation of the CPI is weighted, has been updated on the basis of the CSS's 30,000-
household survey of income and expenditure in 1993,

“Changes in consumption patters have been incorporated, such as the purchase of home computers among
the well-off, or the declining use of wood and coal as electrification advances among the less well-off in
urban areas”, Dr Orkin commented.

Secondly, in response to users' requests, an index of “core” or underlying inflation is published for the
first time, defined in the light of international best practices. Core inflation excludes volatile items such
as fresh food, mortgage interest, and certain rates and taxes.

Thirdly, the base of the CPI has been updated from 100 in 1990 to 100 in 1995.

" Further improvements forthcoming

In addition, from next month the inflation rate will be published for small-town areas in the provinces, in
addition to the fourteen major urban areas covered hitherto. -

“This has involved a fifty percent increase in the number of price-questionnaires to be -issued and
processed, at a time that we face a fifteen percent real cut in our budget”, Dr Orkin noted.

“The CSS is also poised to measure and publish 2 rural CPL. This is of obvious policy impoftance. But
since rural shops tend not to have fax machines, we would have to gather the prices in quarterly face-to-
face surveys. And CSS doesn't have the money for that.”
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