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CONSUMER PRICE INDEX

The calculation of the Consumer Price Index (CPI) is based on the monthly
changein 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 importance (weight) of each item in the "basket" of goods and
services purchased by an average household. The prices of the identify

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 CSSin October 1995 and covered 30 000 households throughout South
Africa. Unlike the 1990 survey on the expenditure of households which
covered the 12 main metropolitan areas only, the 1995 survey covered all
urban areas aswell asnon-urban (rural) areas. In each of the

magisterial districts 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
asthe 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 survey on the income and expenditure of households,
expenditure on goods and services which were not explicitly measured in
the 1990 survey, was also measured. Thisincludesin particular:

Home owner's costs:

Levy (sectional title, etc)

Medical and health expenses:

Traditional healers (sangoma, inyanga)

Communication:

Purchased of cellular telephones, fax machines and telephone answering
machines for household purposes

Link to the cellular telephone network

Subscription 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 structure) from time to time. The various goods and services
purchased by an average household and the cal culated weights (relative
importance of the various goods and services) used in the calculation of
the CPI as from January 1997 are shown in detail in the attached tables.

WEIGHTS

This statistical release contains the weights for the metropolitan areas

in total according to the new 1995 weighting structure of the CPI. The
welghts 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).

SHIFTSIN WEIGHTING STRUCTURE

Significant shiftsin the relative importance (weights) of goods and

services of the CPI basket are housing (which increased from 20,54% in
1990 to 24,05% in 1995), household operation (which increased from 2,57%
to 4,69%), communication (which

increased from 1,61% to 3,05%), clothing and footwear (which decreased
from 7,02% to 4,78%), and furniture and equipment (which decreased from
5,50% to 3,93%). More information regarding shiftsin the CPl weighting
structure appears in the two tables on page 3.

EXPENDITURE GROUP CATEGORIES

To depict household group categories, expenditure group categories are
used instead of the income group categories (lower, middie and higher
income groups) as used in the past. Thisisdonein accordance with
international (International 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 were defined according
to total expenditure per household asin October 1995 as:

Very low expenditure group - up to R6 340

Low expenditure group - R6 341 up to R11 590
Middle expenditure group - R11 591 up to R21 909
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

ROUNDING OFF

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



CHANGES | N THE EXPENDI TURE PATTERN
METROPOLI TAN AREAS
1995 Wi ghts

|
| | Very | Low | Mddle | H gh | Very | Pen- |

| | Total | low | | | | high | sioners |
---------------------------------------------------- (RS E R R R L] LR Rl EEEEEE R EEEE b
| Al itens | 100,00 | | | | | | 100,00 |
| Very | ow expenditure group | 0,51 | 100,00 | | | | | |
| Low expendi ture group | 1,78 | | 100,00 | | | | |
| M ddl e expenditure group | 5,24 | | | 100,00 | | | |
| Hi gh expenditure group | 17,70 | | | | 100,00 | | |
| Very high expenditure group | 74,77 | | | | | 100,00 | |
| | | | | | | | |
| Comodi ti es | 55,00 | 71,17 | 63,38 | 62,94 | 58, 94 | 53,36 | 53,64 |
| Servi ces | 45,00 | 28,83 | 36, 62 | 37,06 | 41,06 | 46, 64 | 46, 36 |
| | | | | | | | |
| Food | 18,02 | 40,73 | 34,39 | 31,12 | 25,42 | 14,84 | 21,06 |
| Non-al coholic beverages | 0,82 | 0,93 | 1,26 | 1,14 | 0,91 | 0,76 | 0,85 |
| Al coholic beverages | 1,18 | 1,02 | 1,27 | 1,70 | 1,43 | 1,10 | 0,97 |
| Cigarettes, cigars and tobacco | 0,95 | 2,05 | 1,85 | 1,92 | 1,35 | 0,76 | 1,02 |
| dothing and footwear | 4,76 | 5,66 | 5,71 | 7,28 | 6,54 | 4,16 | 4,29 |
| Housing | 24,07 | 22,52 | 25,44 | 21,38 | 22,69 | 24,42 | 29,09 |
| Fuel and power | 3,11 | 8,91 | 6,57 | 5,42 | 4,32 | 2,53 | 3,95 |
| Furniture and equi pnent | 3,94 | 1,01 | 2,14 | 3,36 | 5,30 | 3,73 | 3,98 |
| Househol d operation | 4,69 | 2,88 | 2,59 | 2,69 | 3,21 | 5,25 | 4,43 |
| Medical care and health expenses | 5,95 | 0,75 | 1,26 | 2,10 | 5,63 | 6,44 | 5,22 |
| Transport | 14,74 | 5,29 | 7,24 | 8,40 | 8,61 | 16, 88 | 10, 28 |
| Communi cation | 3,06 | 1,08 | 2,06 | 2,80 | 2,82 | 3,16 | 3,26 |
| Recreation and entertai nnent | 2,38 | 0,28 | 0,76 | 0,99 | 1,37 | 2,77 | 1,81 |
| Reading matter | 0,74 | 0,15 | 0,30 | 0,56 | 0,71 | 0,77 | 0,70 |
| Education | 2,04 | 0,52 | 0,62 | 1,01 | 1,67 | 2,23 | 0,88 |
| Personal care | 3,06 | 3,92 | 3,44 | 3,68 | 3,71 | 2,87 | 3,08 |
| OGther goods and services | 6,49 | 2,30 | 3,10 | 4,45 | 4,31 | 7,33 | 5,13 |
1990 Weights

| | I ncome group categories | |
[mmm et [--mmmmmees |
| | | Lower | M ddl e | Hi gher |

| | Tot al |income group |income group |incone group | Pensioners |
[ o e B B R e
| Al itenms | 100, 00 | | | | 100, 00 |
| Lower incone group | 19, 42 | 100, 00 | | | |
| M ddl e i ncone group | 24,09 | | 100, 00 | | |
| Hi gher incone group | 56, 50 | | | 100, 00 | |
| | | | | | |
| Comodi ti es | 57,92 | 64, 20 | 60, 58 | 54, 62 | 51,78 |
| Servi ces | 42,08 | 35, 80 | 39, 42 | 45, 38 | 48, 21 |
| | | | | | |
| Food | 18, 64 | 25,16 | 20, 85 | 15, 45 | 19, 87 |
| Non-al coholic beverages | 0, 69 | 1, 06 | 0,76 | 0, 53 | 0, 53 |
| Al coholic beverages | 0, 96 | 1, 60 | 0,97 | 0,74 | 0,72 |
| Cigarettes, cigars and tobacco | 1,21 | 2,53 | 1,47 | 0, 65 | 0, 69 |
| dothing and footwear | 7,02 | 11, 28 | 7,35 | 5,41 | 4,08 |
| Housing | 20, 54 | 16, 20 | 19, 46 | 22,49 | 30, 18 |
| Fuel and power | 3,26 | 3,90 | 3,45 | 2,96 | 3,89 |
| Furniture and equi pnent | 5,50 | 5,58 | 6,17 | 5,18 | 4,24 |
| Househol d operation | 2,57 | 3,27 | 2,32 | 2,44 | 1,96 |
| Medical care and health expenses | 5,22 | 4,51 | 5,43 | 5,37 | 5,70 |
| Transport | 14, 43 | 8,52 | 13,38 | 16, 92 | 10,74 |
| Communi cation | 1,61 | 2,05 | 2,06 | 1,27 | 1,73 |
| Recreation and entertai nnent | 3,71 | 2,08 | 3,21 | 4,49 | 3,05 |
| Reading matter | 0,75 | 0,78 | 0, 86 | 0,70 | 0, 65 |
| Education | 1,76 | 1,38 | 1,68 | 1,92 | 0,92 |
| Personal care | 2,64 | 3,06 | 2,95 | 2,36 | 2,04 |
| Other goods and services | 9,49 | 7,04 | 7,63 | 11,12 | 9,03 |
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Consumer Price Index 1995 weights (netropolitan and other urban areas)

CONSUMER PRI CE | NDEX

The cal cul ation of the Consuner Price Index (CPl) is based on the nonthly
change in the prices of all the goods and services purchased by an average
househol d.

The expenditure on goods and services purchased by an average household is
derived fromthe quinquennial survey on the Income and Expenditure of
Househol ds. The results of this survey is also used to determne the
relative inportance (weight) of each itemin the "basket" of goods and
services purchased by an average househol d. The prices of the identified
goods and services ("basket") are neasured nonthly in order to conpile the
CPI .

SURVEY ON THE | NCOVE AND EXPENDI TURE OF HOUSEHOLDS

The survey on the income and expenditure of househol ds was undertaken by
the CSS in Cctober 1995 and covered 30 000 househol ds throughout South
Africa. Unlike the 1990 survey on the expenditure of househol ds which
covered the 12 main netropolitan areas only, the 1995 survey covered all
urban areas as well as non-urban (rural) areas. In each of the various
magi sterial districts of South Africa, a sanple of househol ds were
selected to participate in the survey.

This sanple was pro rata to the nunber of households in the urban as well
as the non-urban areas. The sanple survey in the respective areas
provided for the participation of all types and sizes of househol ds
(dwel I'i ng houses, town houses, flats, hostels,

informal type dwellings and traditional dwellings).

The data is weighted by the popul ation of each area to obtain the conplete
expenditure pattern of an average household in the various areas in South
Africa.

CONSI DERATI ON OF NEW GOCDS AND SERVI CES

Wth the 1995 survey on the inconme and expenditure of households ,
expendi ture on goods and services which were not explicitly neasured in
the 1990 survey, was al so neasured. This includes in particular:

Hone owner's costs:

Levy (sectional title, etc).

Medi cal and heal th expenses:

Tradi tional heal ers (sangoma, inyanga).

Conmuni cati on:

Purchases of cellular tel ephones, fax machines and tel ephone answering
machi nes for househol d purposes.

Link to the cellular tel ephone network.

Subscription to Internet/Beltel.

Courier services.

Recreation and entertai nnent:

Personal conputers, software and consunabl e goods.

O her goods and services:

Lobol a/ dowy pai d.

UPDATED CPlI BASKET

The expenditure patterns of househol ds change with time as their needs and
buyi ng preferences change. To ensure that the CPl gives an accurate and
reliable reflection of price changes of goods and services purchased by
the average household, it is necessary

to update the consuner basket (weighting structure) fromtime to tine.

The various goods and services purchased by an average househol d and the
cal cul ated weights (relative inportance of the various goods and services)
used in the calculation of the CPl as from January 1997 are shown in
detail in the attached tables.

VEI GHTS

This statistical release contains the weights for the netropolitan and
other urban areas in total according to the new 1995 weighting structure
of the CPI. The weights are shown for the various expenditure-group
catagories as well as for the core inflation index. (See Table 3.2 of the
Statistical release P0141.1 of March 1997 for the weights of the
netropolitan and urban areas (National).

EXPENDI TURE GROUP CATEGCORI ES

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

The five expenditure group categories or quintiles were defined according
to total expenditure per household as in Cctober 1995 as:

Very | ow expenditure group - up to R6 340.

Low expenditure group - R6 341 up to R11l 590.

M ddl e expenditure group - R11 591 up to R21 909.
Hi gh expenditure group - R21 910 up to R49 498.
Very high expenditure group - R49 499 and nore.
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