This PDF is a selection from an out-of-print volume from the National Bureau
of Economic Research

Volume Title: Price and Quantity Trends in the Foreign Trade of the United
States

Volume Author/Editor: Robert E. Lipsey

Volume Publisher: Princeton University Press

Volume ISBN: 0-870-14154-6

Volume URL: http://www.nber.org/books/lips63-1

Publication Date: 1963

Chapter Title: Appendix D: Construction of Quarterly Interpolating Series
for U.S. Department of Commerce Annual Import Price Indexes

Chapter Author: Robert E. Lipsey

Chapter URL: http://www.nber.org/chapters/c1896

Chapter pages in book: (p. 365 - 377)



Appendix D

Construction of Quarterly Interpolating Series for
U.S. Department of Commerce Annual Import Price Indexes

THE indexes described here were computed to fill a gap in the quarterly
import indexes between the end of the National Bureau’s indexes in 1923
and the beginning of the official Department of Commerce indexes in
1929. On the export side, the gap is bridged adequately by Cowden’s
indexes, which are available monthly from 1923 through 1930.! For im-
ports, the only series available were the annual Department of Commerce
indexes and an inadequate monthly volume index published by the
American Tariff League. We accepted the annual Commerce series and
constructed quarterly series from them by interpolation. The interpolating
series were quarterly and annual indexes constructed in such a way that
the annual indexes closely matched the Commerce series.

The Commerce series are Fisher “ideal” price indexes, but, unlike ours,
are constructed with constantly changing bases, the index for each year
using the previous year as a base. The interpolating indexes we prepared
are of the same type as the Commerce indexes, but we attempted to roughly
duplicate the annual movements of the Commerce series with a smaller
number of commodities. The two sets of annual indexes are shown in
Table D-1.

The year-to-year changes in the two sets of indexes are very similar.
Of thirty comparisons, twenty-five show either no difference or a differ-
ence of only one percentage point; only one discrepancy is as high as 4
per cent.

Because of the similarity of the two series we considered it safe to use a
fairly crude method of interpolation. Each quarterly interpolating index
was multiplied by the ratio, for that year, of the Commerce index to the
annual interpolating index. The interpolated Commerce price indexes
derived in this way, with 1923 equal to 100, are given in Table D-2.

We did not, in most cases, make any attempt to improve on the Com-
merce indexes. The published export and import values were used® without
the introduction of outside price data which might have improved the
coverage or representativeness of the indexes. All the series were exam-
ined, however, by comparing them with price data or by making country
breakdowns.

1 Dudley J. Cowden, Measures of Exporis of the United States, New York, 1931.
2 From U.S. Department of Commerce, Monthly Summary of Foreign Commerce of the
United States, various issues, 1924 to 1930.
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APPENDIX D

TABLE D-2
QUARTERLY PricE INDEXES rOrR U.S. IMPORTS
(1923 = 100)
Crude Food- Manufactured Crude Semi- Manufactured
stuffs Foodstuffs Materials manufactures  Products

1924 1 103 103 103 97 94
11 119 94 99 98 95

111 119 74 95 94 99

v 141 83 96 95 102

1925 1 155 66 104 100 104
11 145 70 120 101 105

111 142 61 119 99 106

v 143 55 135 101 106

1926 I 147 56 139 100 105
11 149 58 122 101 101

111 146 57 104 99 98

v 140 62 106 100 96

1927 1 141 71 102 101 94
11 134 71 100 100 96

111 133 67 100 98 96

v 134 65 95 97 99

1928 1 143 63 100 96 99
11 148 66 94 94 100

111 150 60 90 93 103

v 143 54 81 93 103

1929 1 142 52 85 95 101
11 144 54 86 100 94

111 138 53 83 97 88

v 128 54 83 96 87

Tables D-3 to D-7 show the list of commodities included in our inter-
polating indexes, the extent to which they cover the commodities in the
Commerce indexes, and the extent to which they cover all of the com-
modities in each economic class. Notes to these tables indicate differences
in composition between the Commerce indexes and ours and describe
peculiarities and inadequacies in the individual commodity data.
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APPENDIX D

Notes To TasLe D-3

Commerce indexes include the following additional items:

1924-29: cream, fresh; milk, fresh; fresh water fish and eels; halibut, fresh or
frozen; lobsters, not canned; beans, dried; potatoes,white or Irish; turnips; onions;
grapes; coconuts in the shell; walnuts, not shelled; cloves, unground ; pepper, unground,
white.

1925-1929: smelts, fresh or frozen; tuna fish, fresh or frozen; tomatoes, natural state.

1926-1929: chestnuts.

Commerce excludes coffee from Venezuela and Mexico.

As indicated, the NBER indexes divide tea by country instead of using total tea as Com-
merce does. This was done because of large and persistent differences among teas im-
ported from the three countries, apparently due to differences in grade or type of tea and
possibly to differences in transport cost.

Unit values for bananas, which are used in both Commerce and NBER indexes, do not
inspire much confidence. They remained quite stable from 1925 through 1929 while the
BLS price series for bananas of a specific size and country of origin, at New York, fell by
more than a quarter. Furthermore, the import unit values differ among themselves in both
level and movement. There are several plausible explanations for these differences. A
letter from the BLS suggests that changes in the unit value reflect changes in the average
size of bunches of bananas, since prices are in terms of dollars per bunch. A letter from the
Commerce Dept. points out this possibility and the additional fact that bananas imported
from foreign branches or subsidiaries of American firms have often “been declared at
arbitrarily fixed prices for a good many years.”

Despite large differences in the levels of unit values, by country of origin, the total unit
value gives a fairly good representation of the individual country unit value series.
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APPENDIX D

Notes 10 TasLe D4

Commerce indexes include the following additional items:

1924-29: beef, fresh; veal, fresh (beef and veal combined, 1924-25); butter; lobsters,
canned; currants; dates; coconut meat, dessicated or prepared, free; coconut meat, des-
sicated or prepared, dutiable.

1925-29: egg yolk, dried; egg albumen, dried; tomato paste.

1929: pork hams; pork shoulders; bacon; herring, pickled or salted.

As indicated, NBER indexes separate cheese by country, whereas Commerce has a
total cheese series.

Commerce separates wheat by-products into those of “direct importation” and those
“withdrawn from bonded mills” for 1926-29; it uses the combined series only for 1924-25.

Commerce separates olive oil into *“‘packages less than 40 lbs.” and “packages 40 Ibs.
or over;” it separates free cane sugar from dutiable. We did not follow Commerce on
this last breakdown because it is an artificial distinction created by the tariff act
rather than one based on differences in the type or grade of commodity. The shift brought
about by the tariff differential from lower priced (in country of origin) Cuban sugar to
higher priced (in country of origin) Philippine sugar represented a rise in the price paid
by the United States rather than a change in taste.
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APPENDIX D
Notes To TaBLE D-6

Commerce includes the following additional items:

1924-29: potassium carbonate; potassium hydroxide (caustic potash); sodium cyanide;
lithopone and zinc pigments, including zinc oxide and leaded zinc; ammonium sulphate;
calcium cyanide; bone ash, dust, and meal; chloride of potash, crude; potassium sulphate,
crude; sole leather; calf and kip upper leather; goat and kid leather; cod oil and cod-liver
oil (combined, 1924-28 and separately for 1929); casein or lactarene; camphor, crude;
quebracho extract; cotton yarns, bleached, dyed, etc.; wool noils; poles, telegraph, tele-
phone, etc.; sawed boards and lumber, hardwood; cork waste and shavings; marble,
onyx, and breccia, in blocks; cement, hydraulic; steel ingots; tinplate, terneplate and
taggers’ tin; antimony, liquidated, regulus; coal tar colors, dyes, etc.; arsenious or white
arsenic; tartaric acid; argols and wine lees.

1925-29: potassium chlorate and perchlorate; olive oil, sulphured or foots.

1926-29: iodine, crude.

1927-29: calf and kip lining leather; glycerin, crude; ferromanganese and other manga-
nese alloys.

1928-29: platinum ingots, bars, etc.

1929: perilla oil; asbestos, mill fiber; asbestos, stucco and other.

Commerce excludes the following items: bristles, sorted, bunched, or prepared; coco-
nut oil, free; and rayon yarns, threads, or filaments.
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APPENDIX D

Notes To TasLE D-7

Commerce includes the following additional items:

1924-29: footwear with textile uppers, from Czechoslovakia; footwear with textile
uppers, from Japan; camphor, refined, and camphor, synthetic (combined, 1924; sepa-
rate, 1925-29); citronella and lemon grass oil; cotton sewing thread; cotton cloth,
bleached; cotton cloth, printed, dyed, colored, etc.; jute bags or sacks; flax fabrics, 4 to
12 oz. per square yard; handkerchiefs, linen, not embroidered or of lace; handker-
chiefs, of lace or embroidered; binding twine; wool hosiery; silk bolting cloths; silk pile
fabrics; Kraft wrapping paper (combined with ““all other wrapping paper’” in 1924);
pulp board in rolls; cigarette paper, books, etc.; plate glass; flat wire and steel strip
n.e.s.; nails (nails and screws after 1925); electric lamps other than carbon; quinine
sulphate; firecrackers; soap, castile; golfballs; other balls for games; watches and watch
movements; tooth brushes.

1924-26: table damask and manufactures.

1925-29: geranium oil; worsted fabrics over 4 oz. per square yard; tracing cloths;
menthol; soap, toilet.

1927-29: china and porcelain table and kitchen ware, domestic and household, from
Germany; same, from Japan; earthenware crockery, and stoneware, table, toilet, and
kitchen ware, domestic and household, from U.K.; same, from Japan; barbed wire;
glycerine, refined.

Commerce excludes: cigars and cheroots, free; cigars and cheroots, dutiable.

The NBER index separated carpets and rugs from Persia and China because the
increase in unit value of total carpets and rugs seemed to arise from a shift in type from
Chinese and other lower priced rugs to the more expensive Persian rugs.

Cotton cloth was omitted from the NBER interpolating index because the import
unit values, even those for imports from the U.K. alone, moved so differently from both
U.S. and U.K. prices, and because there were such large differences among the import
unit value changes for the various countries of origin.

Silk fabrics, broad, except pile fabrics were not used in the NBER index because the
steep decline in their unit values would have caused the index to fall steadily relative to
the Commerce index. On the other hand, gasoline, naptha, etc. were added to the NBER
index, despite great disparities in the unit value movements of the country-of-origin
components, and between the total and the components, in order to give the interpolating
series a shape closer to that of the Commerce index.

We omitted watches and watch movements from the NBER index because our study
of the earlier data showed that quality changes were often the predominant causes of
the unit value changes in the total group.

It is clear that the index for this group is the least satisfactory of the five. The coverage
is low, never rising above 40 per cent, and more than half of the coverage is provided
by two items, burlap and newsprint, which could be considered semimanufactures,
and were in fact removed from the manufactured group in the Federal Reserve Bank
study, The Pattern of United States Import Trade Since 1923, by John H. Adler, Eugene R.
Schlesinger, and Evelyn Van Westerborg.
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