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on, 229; as indicators of quality, 79; mea- 
surement of computer power, 343-48; of 
transportation services, 6. See also Char- 
acteristics 

Antiulcer drugs: anticholinergic agents, 

Arithmetic mean: BLS import price indexes, 

Automobiles: attributes for hedonic regres- 

sions, 79-8 1 ; growth of and changes in 
industry, 7 1-72; price evolution, 77-79; 
quality-adjusted price indexes, 84-9 1 ; 
rate of quality change, 86-87; system de- 
sign evolution, 97-100; technology of, 
73-74 

Best-practice technologies: changed thinking, 
156; diffusion of, 152-60; influence of 
germ theory of disease, 160-86 

Bias: BLS official import price index, 254-55, 
263-7 1, 276; in chaining, 397; 
commodity-substitution, 428; in computa- 
tion of price indexes, 428; condition for 
price index, 406; in Consumer Price In- 
dex (CPI), 4,431-43; elementary index 
functional form, 424-27, 432; in esti- 
mates of computer market surpluses, 
341-42; evaluation of component in- 
dexes, 407-9; for lighting in consumer 
spending, 61-62; in lighting prices, 
43-44; linking, 429-3 1 ; in measurement 
of real income growth, 60; new-goods, 
428,430; new-introductions, 395,430- 
31, 433; outlet-substitution, 428-29, 432; 
potential for all consumption, 62-63; po- 
tential in import price index, 251-55; in 
price indexes, 55-58; in quality-adjusted 
prices, 91-96; as relative concept, 427; 
seller-substitution, 404-5; with substitu- 
tion in Laspeyres price indexes, 403-4; 
in trend reversion of sellers' prices, 
405-7 

487 
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BLS. See Bureau of Labor Statistics (BLS) 
Brand choice: model based on product attri- 

butes, 229-3 I ;  model under imperfect 
competition, 23 1-35, 239; ready-to-eat 
cereal perfect competition model of, 

Brands: barriers to entry for new, 215-16; in- 
troductions in ready-to-eat cereal indus- 
try, 213-16; share in ready-to-eat cereal 
industry, 214-15 

dexes, 45 I 

Purchase household survey, 379-80, 
386-87.402; probability-proportional-to- 
size sampling, 401-2; sampling methods 
for CPI, 378-80; substitution procedures 
in CPI sample, 38 1-86; use of Laspeyres 
price index model, 393-95. See also Con- 
sumer Price Index (CPI) 

216-29 

Bureau of Economic Analysis (BEA) price in- 

Bureau of Labor Statistics (BLS): Point-of- 

Buyer’s surplus. See Consumer’s surplus 

Carli price index, 424-26.432-33 
Cereal industry, ready-to-eat: barriers to entry, 

215; concentration in, 214-15; lack of 
new entrants, 214-16; model of brand 
choice, 216-29; new-brand introduction, 
213-14 

CES. See Constant elasticity of substitution 
(CES); Consumer Expenditure Survey 
(CES), BLS 

Chadwick Report (1842). 154 
Chaining: in component indexes, 405-7; new 

products in price indexes, 397-98 
Characteristics: approach to new technologies, 

68-70; automobile, 103-6; of computer 
systems, 342-45,363; of process innova- 
tions, 113. See also Attributes 

Characteristics, service: hedonic or shadow 
prices, 39-40; labor cost of, 50; of light, 
45,48,67; price and production of, 39; 
price mismeasurement, 60-6 I ; prices 
of old and new good, 42-43; produc- 
tivity growth, SO; true price of lighting, 
41-45 

Commodities and Services Survey (C&S), 

Commodity-substitution bias, 428,43 1-32 
Competition: antiulcer drug market, 280,289, 

380-8 1 

291,323; automobile industry, 72; with 
introduction of new goods, 239; ready- 
to-eat cereals, 215-17 

Competition, imperfect: link to new goods, 

243-46; with new-brand introduction, 
210; in valuation of new goods, 231-34 

Competition, perfect: with new-brand intro- 
duction, 210; new goods valuation under, 
211-13 

chained, 405-7; geometric means used in 
basic, 409-15; substitution bias in Las- 
peyres, 403-5. See also Consumer Price 
Index (CPI); Laspeyres component in- 
dexes 

Computer industry: benefits to buyers from in- 
novation, 23, 330; effect of demand, 333; 
estimates of changes in, 345, 347-50; ex- 
tension of capabilities, 332; price of old 
and new generations, 332; price per com- 
puting unit, 331-32; technical change in, 
364. See also Software industry 

Computer Intelligence Corporation (CIC) 
data, 344 

Computers: in Canada’s IPPI, 446,45 1-57; 
changes in system characteristics (1968- 
81). 343-45, 348f; development of mini- 
computers, 334; in Japan’s DWPI, 
464-73; relation of computing power to 
quality and cost, 345, 347; variables mea- 
suring computing power, 347-48 

Computers, mainframe: definitions, 341-42; 
market share and price, 342-43; substi- 
tutes for, 333-34; technological change 
(1968-81). 331-34 

Constant elasticity of substitution (CES): ag- 
gregator function, 250-54, 274-75; in 
product differentiation models, 230-32 

Consumer Expenditure Survey (CES), BLS, 
379,387 

Consumer Price Index (CPI): biases in, 4,25, 
427-32; BLS setting of base period, 
375-76; component indexes, 400-403; 
computation of elementary components, 
424-25; as constant-quality price index, 
382; Consumer Expenditure Survey 
(CES), 379,387; consumer marketplace 
structured by, 378; cost-of-living mea- 
surement by, 390,393; effect of Las- 
peyres and geometric mean on compo- 
nents of, 410-15; effect of trend 
reversion on component indexes, 406; 
entry-level items (ELIs), 378-81, 
386-87; function of and uses for, 375, 
391-92.407; imputation of price change, 
383-86; as Laspeyres price index, 9, 388, 
393-95; market basket, 388; new-product 

Component indexes: bias in basic, 407-9; 
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effect on, 376; new-product introduction, 
24; new-product substitution procedure, 
24, 381-86; overstatement of, 210; prob- 
lems of new products for, 375-78, 
387-88; substitutes within categories, 
389-90; surveys, 379-81,402; theory of, 
209; treatment of same product price dif- 
ferentials, 25 1 

dexes: bias in, 406-9; seller selection for, 
Consumer Price Index (CPI) component in- 

400-403 
Consumers: behavior related to new-product 

introduction, 11 8-2 1 ; brand choice under 
perfect and imperfect competition, 216- 
35,237-39; consumer demand model, 
146-52; CPI marketplace of, 378; health- 
related demand, 144-46; preferences, 43, 
144 

Consumer’s surplus: before and after new 
goods’ complements, 8-9; in climate con- 
trol, 133; computer systems, 351-56, 
368-71; conditions for overestimate of, 
230; in demand-supply computing power 
model, 339-40,35 I-56,365-68; with en- 
try of new product, 11 1-14; for new- 
brand cereal introduction, 228, 238-40; 
relation to true COL index, 10; in value 
of new goods, 210 

Consumption: bias for all, 62-64; by degree 
of qualitative change, 57-60; health- 
related changes in, 160-86; of old and 
new products, 378; spending for lighting 

Corporate Service Price index (CSPI), Japan, 

Cost-of-living index (COL index): cost of 

(1760~-1960), 61-62 

457 

lighting effect on, 3-4; CPI viewed as, 
388; definition, 2; differences from Las- 
peyres price index, 405; function of, 388; 
Koniis, 403, 404, 427; Pollak’s social, 
427; relation to consumer’s surplus con- 
cept, 10; true, 3-4.7-10 

CPI. See Consumer Price Index (CPI) 

Data: imports of U.S. multinationals (1982, 
1987). 259; nineteenth-century empirical, 
156; for true price of light, 44-49 

Data collection: CPI program, 380-81; emer- 
gence of, 154; recommended for BLS im- 
port price index, 271,276 

Data sources: analysis of influences on ulcer 
drug market shares, 305-6; antiulcer 
drug industry, 282-83,314-21; automo- 

bile hedonic price index, 74-76: BLS im- 
port price index, 263; estimates of com- 
puter market surpluses, 340-44; for 
import price indexes, 250; intracompany 
imports, 259-63; model of brand choice 
of ready-to-eat cereal, 216-18, 220; Na- 
tional Detailing Audit, 3 19-20; National 
Journal Audit, 320-21; price of light, 44- 
45,48; quality-adjusted automobile 
prices, 92 

Demand: for air-conditioning, 133; computing 
capacity model, 334-36,345,347-51; 
consumer model, 146-52; factors in anti- 
ulcer drug market, 295-304,323-26; 
household’s heating and cooling, 137-39; 
new-brand cereal choice model, 21 7-23; 
new goods with virtual price, 211; U.S. 
import, 265-70; willingness to pay based 
on, 12 

Demand structure: new goods under imperfect 
competition, 231-35.243-44: new goods 
under perfect competition, 21 1-29 

Detailing, pharmaceutical industry, 283, 289- 
93,296 

Discoveries, disease-related, 18 1-83 
Disease: avoidance through food preparation 

changes, 160-64, changes in beliefs 
about, 152-60, 187-90; classification of 
causes, 187-90, explanations for decline 
of, 144-46; gastric and duodenal ulcers, 
279; gastroesophageal reflux, 279; in- 
sects as carriers of, 178-80; perceived so- 
cial nature of some, 184; public policy to 
combat, 177-78; reduced morbidity from, 
204; understanding and treatment of, 

Domestic Wholesale Price Index (DWPI), Ja- 
pan: computers in, 464-70; construction, 
457-58; hedonic pricing and weights in, 
465-69; market basket, 458; pricing prin- 
ciple, 458 

(DWPI), Japan 

180-81 

DWPI. See Domestic Wholesale Price Index 

Elasticities: of advertising, 327-28; income, of 
import demand, 249-50,265-70; new 
goods under imperfect competition, 23 1- 
35,243-44; new goods under perfect 
competition, 21 1-29; prices of antiulcer 
drugs, 303,307-10. See also Constant 
elasticity of substitution (CES) 

ELIs. See Entry-level items (ELIs) 
Energy supply technology, 168-73 
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Entry-level items (ELIs): CPI definition of, 
387; as CPI item stratum, 378-79; in CPI 
sample rotation system, 386-87; in CPI 
surveys, 379-8 1 

Firms: diffusion of best-practice technology 
among, 153; investment in air- 
conditioning, 124-28; multinational firm 
intracompany imports, 259-60,267-68; 
multiproduct firms under imperfect com- 
petition, 23 1-34, 243-44: price setting 
by monopolist, 244-45; single-product 
firms under imperfect competition, 231- 
34,243-44. See also Automobiles; Com- 
puter industry; Pharmaceutical industry 

Fisher-Ideal index, 296, 393,428,433 
Food and Drug Administration (FDA) ap- 

proval, 278,28042,296,312,323 

Gastroesophageal reflux disease (GERD): 
definition and occurrence, 279; FDA ap- 
proval for treatment of, 296, 312; treat- 
ment of, 3 12 

Geometric mean: for aggregate CPI compo- 
nents, 425-27; in basic component in- 
dexes, 409-15; index number formula, 
425-27.433; as measure of price change, 
409-10; of sellers’ prices, 409-10 

Geometric mean price index: difference from 
arithmetic mean index, 426-27; rates of 
change compared to Laspeyres index, 25 

GERD. See Gastroesophageal reflux disease 
(GERD) 

Germ theory of disease: changes influenced 
by, 21, 160-86, 201-3; diffusion, 152- 
60,201-5: post- 19 I4 gains, 204; as scicn- 
tific breakthrough, 146, 158-60 

Goods: service characteristics of, 39-40; sub- 
stitution bias in Laspeyres index, 403-4 

Goods, new: availability concept, 439-40: in 
Canada’s IPPI, 444-46; complements to, 
7-1 1 ; consistency processing in Japan, 
463-64; consumer’s surplus concept, 10- 
I I, 111-14, 210; de facto operational 
definition, 440; definitions, 438-40; de- 
leted from and added to Japan’s DWPI 
(1990). 459-63; demand with virtual 
price, 21 I ;  distinguished from existing 
goods, 11-13; evaluation (Hicks’s the- 
ory), 211; impact on industry pricing, 
245-46; introduction in Japan’s DWPI 
(1990), 458-64: introduction under im- 
perfect competition, 213; link to imper- 

fect competition, 243-46; market behav- 
ior definition, 439; measurement of value 
of, 13-1 6; monopoly pricing of, I 10-1 1 ; 
new-goods bias, 430-3 I ; omission of ef- 
fect from current CPI, 209-10; relation 
of old goods to new varieties, 440-41 : 
valuation under perfect competition, 
211-13. See also Products. new 

Health: components of household, 145-46; 
consumption practices related to, 
160-86; production function inputs, 177 

Hedonic method: automobile attributes in, 
80-81, 102-4; automobile price regres- 
sions, 8 1-84; limitations in automobile 
hedonic function, 95, 102-6; to measure 
automobile price evolution, 71: to mea- 
sure quality change, 15-16.95-96; use in 
Japan’s DWPI, 464 

Hedonic pricc indexes: automobile, 72-84; au- 
tomobile, combined, 89-90; automobile 
index biases. 9 1-97; for low-priced Ford 
models, 19-20; upward bias, 106 

Hedonic pricing: for computing equipment in 
Canada, 452; to determine effect of sup- 
ply shift, 10-11; Japan’s DWPI, 465-66; 
mismeasurement conditions. 344; of ser- 
vice characteristics, 40: for true price of 
light. 39 

Hicks-Rothbarth theory, 210-13.23 1 
Hotelling-Gorman-Lancaster model of brand 

choice, 229-31 
Household production function, 5: consumer 

demand model, 146-52: impact of germ 
theory of disease, 21, 143-46; new goods 
as inputs to, 7-8, 143-44; nineteenth- 
century, 156 

Households: adoption of best-practice technol- 
ogy, 153; determinants of life expectancy 
and health model, 146-52; factors in im- 
proved health of, 145, 175-76; heating 
and cooling demands, 137-39: improved 
health of, 175-77; information about dis- 
ease, 187-88, 201; pressure for health- 
related reforms, 183-84: responsibility 
for health, 185 

Household survey (Point of Purchase), BLS, 
379-80.386-87 

Hygiene concept, 173-74 

Import price index, BLS: arithmetic mean con- 
struction, 254-55,263-70; compared to 
constructed indexes, 270-7 1 ;  construc- 
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tion with CES aggregator, 250, 252-59; 
construction with uanslog aggregator 
function, 255-59, 275; data sources, 263; 
recommendations for improved, 27 1; up- 
ward bias, 22, 254-55.270-71 

U.S. affiliates of foreign multinationals, 
260-62; U S .  demand, 265-70; of U.S. 
multinational firms, 259-60 

CPI overall-mean, 383-86; CPI true price 
change, 377; Japan’s DWPI, 458,463-64; 
for new goods, 439 

Income: elasticity of import demand, 249-50, 
269-70; growth of real, 29-30; relation 
to infant mortality, 186-87. 203. See also 
Wages, real 

problem, 230 

433: bias in, 25; choice at elementary 
level, 432; identified, 424-27; recommen- 
dations for use of, 433 

Industrial Product Price Index (IPPI), Canada: 
computers in, 446, 452-57; construction 
of, 443-44; new goods in, 444-46 

Industry Selling Price Index (ISPI), Canada, 
443-44,452-56. See also Industrial Prod- 
uct Price Index (IPPI), Canada 

Infant mortality: factors in decline of, 164-68, 
175-77.203; relation of income to de- 
cline of, 186-87, 203; relation to unsani- 
tary conditions, 162-68 

constant-quality price indexes, 330; medi- 
cal, from collected data, 154-55; new 
product or process, 11 8-20 

104-5; benefits to buyers of computers, 
330: characteristics approach to measure, 
67-70; from complements of new goods, 
8; costs and benefits of, 69-70, 114-16; 
defined, 115; diffusion of, 116-21; im- 
pact of air-conditioning, 121-33; lag be- 
tween invention and, 11 7-1 8; mainframe 
computer systems, 332; new-goods pro- 
cess in, 4-7: process, 113: social returns 
to, 133; time from invention to, 117-21, 
132. See also Germ theory of disease; In- 
ventions 

468,470 

Imports: data on intracompany, 259-63; of 

Imputation methods: CPI class-mean, 384; 

Independence of irrelevant alternatives (IIA) 

Index number formulas: avoidance of Carli, 

Information: ahout disease, 187-88, 201; in 

Innovations: automobile design, 97-100, 

Input-output price indexes, Japan, 464-65, 

Insect control, 178-80 

International Comparison Programme (ICP), 
United Nations, 474 

International Data Corporation (IDC) data, 
340-44 

Inventions: benefits of, 117; costs of, 114-16, 
132; defined, 115; diffusion and benefits 
of air-conditioning, 121-33: lag between 
innovation and, 117-18; measurement of 
social value, 11 4; patented, 132: related 
to energy and clean water, 168-73; re- 
lated to food preparation, 160; successful 
and unsuccessful, 114; time to innovation 
from, 117-21, 132: treatment in price in- 
dexes, 55-57. See also Innovations 

IPPI, Canada. See Industrial Product Price In- 
dex (IPPI), Canada 

ISPI, Canada. See Industry Selling Price Index 
(ISPI). Canada 

Knowledge: diffusion of health-related, 152; 
household’s health-related, 145-46; pro- 
duction of, 110. 132: as public good, 
150; in total factor productivity, 145 

Koniis COL index, 403,404,427 

Labor force participation, women’s, 176-77 
Laspeyres component indexes: effect of trend 

reversion, 406; in Laspeyres price index, 
399-400; sample-based estimator of, 
400-403; substitution bias in, 403-5 

Laspeyres price index: advantages and disad- 
vantages of, 399,403: biases in, 428-31; 
BLS use for CPI, 393-94; chaining ef- 
fect, 406; compared to geometric mean 
component indexes, 410-15; construction 
of aggregate-level, 399-400; CPI as, 9, 
388, 393-95; difference from cost-of- 
living index, 405; function of, 388, 399; 
rates of change in, 25 

L‘Hospital’s rule, 253111 
Life expectancy: determined by household pro- 

duction function, 146-52; with energy 
and clean water, 168; impact of growth 
in, 193-96,204 

Light: labor price of, 48, 50-54; service char- 
acteristics of, 45: true and traditional 
prices of, 44-5 1 

Lighting: efficiency of different technologies, 
3 1-38; prices for different technologies, 
48-5 1 

Linking bias, 429-3 1 
Living standards: with air-conditioning, 122; 

relation to health outcomes, 204-5 
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Market baskets: consumers’, 398-99; of CPI, 

Marketing: of antiulcer drugs, 278, 310-1 1;  
378-79: Japan’s DWPI, 458 

data used in antiulcer drug, 282; detailing 
levels, 289-93; measuring effects of anti- 
ulcer drug, 296-98; pharmaceutical in- 
dustry, 291 

Market shares: factors influencing antiulcer 
drug, 304-12,326; influence of advertis- 
ing on, 327; installed base of computer 
systems, 342-43; two- and four-product 
antiulcer drug, 306-10, 326 

best-practice, 152-60; pre-gem theory 
practice, 151; treatment of disease, 180- 
82. See ulso Antiulcer drugs; Disease; 
Germ theory of disease; Physicians 

Medicine: antisepsis, 182-83; diffusion of 

Megabytes (MB). 344-47 
MIPS (millions of instructions per second), 

Mortality: factors in decline of. 201-4; factors 
69,343-48 

in lowered rates, 177-79; related to cli- 
mate and climate control, 128-29; wel- 
fare impact of decline in, 190-96. See 
also Infant mortality 

Multinational firms. See Firms 

Nash-Bertrand pricing model, 232-34,241- 

National Detailing Audit, IMS America, 283, 

National Journal Audit, IMS America, 283, 

New-introductions bias, 430-3 I ,  433 

42,244 

319-20,314-15 

320-2 1 

Order-of-entry effects, antiulcer drugs, 29 I ,  

Outlet-substitution bias, 423, 428-29,433 
305-6,308-9,3 12,326 

Pasteur revolution, 158-59: influence on food 
preparation and storage, 160-64; public 
policy implications, 183-86. See also 
Germ theory of disease 

Patents: proposal to adjust life of, 133; pro- 
posed renewal of, 133-34 

PCGs. See Principal commodity groups 
(PCGs), Canada 

Pharmaceutical industry: advertising, 29 1-92, 
294, 328; analysis of sales growth, 295- 
304; detailing, 283, 289-93, 296; rivalry 
in antiulcer drug market, 280, 289,291, 
323; spending for marketing, advertising, 
and detailing, 283 

Physicians: prescribing antiulcer drugs, 277, 

281; role in disease prevention and treat- 
ment, 180-83, 202; time spent with de- 
tailers. 283, 296 

Labor Statistics, 402; for Consumer Price 
Index, 379-80,386 

Price, true: bias in measurement of, 62-63; of 
light, 5 1 

Price, virtual: for Apple-Cinnamon Cheerios, 
22,224, 227-28: Hicks’s, 211; in model 
of cereal brand choice, 228: of new 
goods, 21-22. 210; as shadow or reserva- 
tion price, 21 I 

measurement of, 405; comparison of Las- 
peyres and geometric mean indexes, 
410-15; CPI decomposition of, 377; CPI 
imputation of new product. 383-86; CPI 
imputed constant-quality, 383-86; in CPI 
with product replacement, 376-77; effect 
on chaining effects, 406; geometric mean 
measure of, 409-10; measured by Cana- 
dian IPPI, 443; measured by CPI, 375- 
77, 382; quality-adjusted automobile, 19, 
76-77, 84-91. See ulso Imputation 
methods 

Price differentials: CPI, 25 1, 382-86; retail 
outlet products, 25 I 

Price indexes: adjustment for quality change, 
4 1-43; automobile quality-adjusted, 72- 
73, 76-77, 84-91; biases in, 428-32; dif- 
ferences in arithmetic and geometric 
mean, 426-27; estimates of real income, 
29; Japan’s DWPI, 457-64; measurement 
during technological change, 39-45: with 
omission of cereal new-brand effect, 
228-29: pharmaceutical industry, 296; re- 
porting of hedonic quality-adjusted, 15- 
16,95-96: use of U.S. for Canadian com- 
puting equipment, 45 1-52; using 
producer-theory approach, 428. See also 
Geometric mean price index: Hedonic 
price indexes: Import price index, BLS; 
Input-output price indexes, Japan 

Price indexes, Canada: computers in IPPI, 
446,45 1-52: goods changing pricing sta- 
tus ( 198 1-86), 446-5 1 ; Industrial Prod- 
uct Price Index, 443-46 

Price indexes, constant-quality: CPI as, 382; 
demand-supply computing capacity 
model, 337-40; information in, 330 

Price indexes, elementary: bias in, 433; de- 
fined, 424; time reversal test, 426 

Price indexes, traditional: for light. 44-45, 

Point-of-Purchase Survey (POPS); Bureau of 

Price change: COL and Laspcyrcs indexes 
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5 1-54; measurement by, 40-4 1 ; price 
measurement by, 39-45; treatment of 
quality and technological change, 55-57 

Price indexes, true: construction of, 45-5 1; of 
light, 51-54; measurement by, 40 

Prices: antiulcer drug market elasticities, 307- 
10, 312; comparison of traditional and 
true price of light, 51,54-55; computing 
capacity demand and supply models, 
336-37; CPI comparison of new and old, 
382; data aggregation at elementary 
level, 424-27; endogeneity in product 
substitutability, 240-42; evolution of au- 
tomobile, 77-79; factors in antiulcer drug 
market, 295-304; factors in decline of 
mainframe computer, 331-34; Ford and 
all models quality-adjusted, 92; imputa- 
tion of new good, 439; installed base of 
computer systems, 342-46; levels of 
mainframe computers (1968-8 I), 
33 1-34; lighting price bias, 43-44; light- 
ing technologies, 3 1-38; Nash-Bertrand 
pricing concept, 23 I-34,244; of new 
goods before they exist (Hicks), 211; of 
new products, 377-78; quality-adjusted 
automobile (1906-40), 85-91; relation of 
new to old goods, 440-41; traditional 
measurement of lighting, 39-45; tradi- 
tional, of light, 51; upward bias, 41. See 
also Sellers’ prices 

Pricing: of computing equipment in Canada, 
452; hedonic approach to new goods, 
442; impact of new good on, 245-46; Ja- 
pan’s DWPI, 458; monopoly pricing of 
new good, 110-1 1 ; of new goods in Cana- 
da’s IPPI, 444-46; policies of antiulcer 
drug market, 312; status changes for prin- 
cipal commodity groups, Canada, 4 4 -  
5 1. See also Hedonic pricing 

Principal commodity groups (PCGs), Canada: 
price indexes in IPPI, 443-44; prices and 
pricing status, 445-5 1 

sampling, 401-2 
Probability-proportional-to-size (PPS), BLS 

Probability theory, 155 
Producer price indexes. See Domestic Whole- 

sale Price Index (DWPI), Japan; Indus- 
trial Product Price Index (IPPI), Canada 

Producer price index (PPI), 432 
Producer’s surplus, 10-11, 114, 133 
Production: of goods and services, 110; of 

Production function, computer industry, 364 
Productivity: effect of air-conditioning on, 

knowledge, I10 

129-30; influence of temperature on la- 
bor, 122-24.136-37; influence of temper- 
ature on total, 136; slowdown (1970s), 
109-10 

Products: CPI price and quality differentia- 
tion, 382-86; differentiation using CES 
utility function, 230-31; life cycle, 116- 
21, 133; measuring degree of substitut- 
ability, 240-42; as perfect substitutes, 
15-16; service characteristics delivered 
by, 42-43; uniqueness of, 15; vertical 
quality differentiation, 33 1. See also 
Entry-level items (ELIs) 

116-21; chaining for price index incorpo- 
ration, 397; CPI introduction as new cate- 
gory, 24, 387-88; CPI introduction of, 
376-88; CPI response to replacement, 
supplemental, and entirely new, 376-78; 
CPI sample rotation method, 386-87; 
CPI substitution procedure, 381-86; de- 
fining, 110; differences in effect on CPI, 
376-78; frequency of substitution in CPI 
groups, 385-86; omission from U.S. im- 
port price index, 249,270-71,273; pat- 
ented inventions as, 132; in price index 
construction, 397; proprietary, 243. See 
also Goods, new 

Public policy: health-related public projects, 
149-50, 202; measures related to disease, 
177-78, 183-86.202 

Products, new: adoption or diffusion of, 

Quality: attributes as indicators of, 79; comput- 
ers, 345,347; CPI adjustment, 382-83; 
CPI product differentiation by, 382-86; 
traditional price indexes, 55-57. See also 
Price indexes, constant-quality 

Quality change: BLS treatment of, 377, 382- 
83, 386; in Japan’s DWPI, 463-64; mea- 
surement for traditional indexes, 55-56; 
measurement of, 57-60, 67-68; in price 
index construction, 41-43; quality- 
adjusted automobile prices, 19, 76-77, 
84-91; reporting by hedonic pricing, 
15-16; as source of new goods, 440-41 

Rationing, new and disappearing goods, 

RTE cereal industry. See Cereal industry, 
112-13 

ready-to-eat 

Sample rotation, CPI, 386-87 
Sanitary movement: influence of, 154-56; 
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Sanitary movement (cont.) 
influence of germ theory of disease, 
157-86; persuasion techniques, 156-57 

Sauerbeck index, 403,406,408-9,432 
Segmentation: brands of ready-to-eat cereal, 

220-28; family demand in new-brand ce- 
real choice model, 217-23 

Sellers: consumer substitution among, 404-6; 
rates of price change in a market, 398; se- 
lection for CPI component indexes, 
400-403 

Sellers’ prices: in Laspeyres component index, 
399; trend reversion in, 398, 405-7; use 
of geometric means of, 409-10 

Shadow or reservation price, 21 1 
Soap industry, 174-76 
Software industry, 332 
Spillovers, antiulcer drug market, 311 
Statistics: political use of, 154; used by sani- 

tary movement, 154-56. See also Proba- 
bility theory 

Statistics Canada, 45 1-52 
Substitutability: estimating degree of product, 

239-42 
Substitutions: bias in Laspeyres component in- 

dexes, 403-5; brand choice in ready-to- 
eat cereal model, 22, 216-29, 238-42; by 
consumers, 398-99; CPI treatment of 
product, 382-83; newly introduced goods 
as, 15; of new products in U.S. CPI, 24- 
25. See also Constant elasticity of substi- 
tution (CES) 

Supply: computing capacity supply model, 

System of national accounts (SNA), United 
336-37,345,347-51 

States, 474-75 

Technological change: computer industry, 
362-64; mainframe computing market 
(1968-81), 33 1-34; measurement of, 
57-60; nonmainframe computers ( 1  968- 
8l), 333-34; treatment in traditional 
price indexes, 56-57 

Technology: antiulcer drug H2-receptor antago- 
nist, 277-78, 280, 298-310, 314-21; cap- 
tured in price indexes, 55: changes in au- 
tomobile, 72-73; changes in water 

supply, 168-73; characteristics approach 
to new, 68-70; conventional treatment of 
changes in, 56-60; evolution of lighting, 
31-38; hedonic methods with sharp 
change in, 77; impact of air-conditioning, 
20-2 1, 12 1-33; progress at household 
level, 145-46 

Technology, best-practice: competing ideas of 
health-related, 152; difference between 
individual and real ( E ) ,  147-52, 156, 165, 
167; diffusion among firms and house- 
holds, 153; effect of changes in, 156; 
health-related (A) ,  147-52; persuasion to 
accept, 157-60, 165 

Timesharing, 333 

Ulcer drugs. See Antiulcer drugs 
Ulcer treatment, 279-82 
United Nations International Comparison Pro- 

gramme (ICP), 474 

Value: creation in computer industry, 334; of 
innovations, 116-21; of inventions, 114; 
measurement of new goods’, 13-16; of 
new goods, 21 1-13, 237-38; of new 
goods under perfect competition, 211-13. 
See also Consumer’s surplus; Producer’s 
surplus 

Wages, real: measurement bias in, 60; mea- 
surement of, 55;  relation to decline of in- 
fant mortality, 186-88 

462-63; effect of using wrong, 40-41 ; in 
Japan’s DWPI, 466-69; of new goods in 
Canada’s IPPI, 444-46; for new goods in  
Japan’s DWPI (1990), 459-64 

Welfare gains: with mortality decline, 190-96, 
203-4 

Wholesale price indexes, Japan: components, 
weights, and new goods, 457; input- 
output price indexes in, 464-65; revision 
schedule, 464 

Willingness to pay: demand-based assess- 
ments, 12; for new computer capabilities, 
334-36; for product extensions, 330 

Weights: changes in Japan’s DWPI (1990), 
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