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The first four years of the index of retail prices
Introduction

The index of retail prices in its present form has now been 
compiled for over four years. During this time it has risen 
by about 10 points. This rise has not occurred evenly; 
taking 12 months’ periods from the base date (i.e., mid- 
January to mid-January) the index rose by nearly 4J points 
in 1956, over 3i points in 1957, nearly 2J points in 1958 
and fell half a point in 1959.

The rise is the result of many component movements 
which are not all similar. Thus the housing group showed 
an increase of over 29 points in the 4-year period, fuel and 
light an increase of 19 points and services of nearly 18 
points. Against this drink and tobacco together rose by 
only 3J points, clothing and footwear by 3 points, while 
durable household goods fell by 2J points. Nor are the 
movements of the index and its components smooth and 
regular. There are many fluctuations, some seasonal, 
others reflecting the effects of particular factors. The 
purpose of this article is to throw further light on the move
ment of retail prices during this 4-year period.

In the last section of this article annual changes in the 
all-items index are analysed into changes in the 91 sections. 
It is shown that almost as many section indices changed 
in 1959 when the all-items index fell half a point as in 1956 
when it rose by 4^ points; in 1959 32 of them fell and 50 
rose whereas in 1956 10 of them fell and 77 rose.

The index is based on the average pattern of expenditure 
in 1953 (re-valued at January 1956 prices) of the great 
majority of households in the United Kingdom, including 
practically all wage earners and most small and medium 
salary earners. It is calculated monthly, normally for the 
Tuesday nearest to the 15th of each month, and takes 17th 
January 1956 as its base date. Although the exact move
ment between index dates is not known the charts in this 
article use the normal convention of joining the points 
plotted for the various index dates by a continuous line. 
The weights of the components of the index total 1,000 
and the weight of each group is given at the beginning of 
the commentary.

Potatoes, milk and eggs are important contributors to 
the movement of the seasonal group. The price trends of 
potatoes are influenced by two main factors: the size and 
keeping quality of the crop and, at the end of the crop year, 
whether the next crop is earlier or later than usual. The 
highest prices usually occur in the period of replacement 
of old crop supplies by new, and the incidence and ampli
tude of the seasonal peak varies from one year to another. 
The price of milk is usually reduced during the summer 
but the period of reduction varies; in 1958 and 1959 it 
lasted from May to October. The price of eggs usually 
falls in the spring, and later rises to a higher level which 
persists from about August and through the winter months, 
but here too the incidence of the seasonal pattern varies 
appreciably from year to year. The average price move
ment of the seasonal items group is therefore sometimes 
the result of conflicting movements in its components. 
The peaks in April 1956, July 1957 and June 1958 were 
associated with relatively high prices for potatoes, while 
the low point in March 1957 reflects unusually low prices 
for potatoes and eggs and a drop in the prices of other 
vegetables, particularly tomatoes. High egg prices contri
buted to the peak in December 1957. The relative stability 
from October 1958 to May 1959 was due largely to potato 
prices which were at a comparatively high level during 
most of this period. The fact that the seasonal pattern 
varies considerably from year to year both in timing and 
degree of fluctuation makes it particularly difficult to 
estimate a normal seasonal movement.

The main groups of the index

Food {weight 350)
For this review, the items in the food group have been 

divided into three categories, figures for which have not 
been published previously, in order to show the effects of 
the considerable fluctuation of the seasonal items and of 
important changes in import prices.

The items affected by marked changes in import prices 
have moved in a very different way. The average price of 
butter was lower (and usually substantially lower), than at 
the base date in January 1956, throughout the period 
covered by this review apart from the months October 
1959 to January 1960, the lowest recorded levels being 
reached in May and June 1958. During 1957 and most of 
1958, the average price of cheese also was lower than in 
January 1956, reaching its lowest level about the end of 
1957. However, by the end of 1958 it was well above the 
base level and rose further during 1959. The average price 
of imported beef rose markedly between March and 
October 1958, and continued fairly stable at the higher 
level during 1959. The rise in the index for the group 
between April and June 1957 and the fall between January 
and April 1959 were due largely to changes in the price 
of bacon.

The seasonal items are fresh milk, eggs, potatoes and 
other fresh vegetables, apples and pears, fish and home- 
killed mutton and Iamb, which together have a weight 
of 93(1).

The items for which import prices have changed markedly 
are bacon, cooked ham, butter, cheese and chilled and 
frozen beef, with a total weight of 47. It will be seen from 
chart A that over most of the four years 1956-1959 the 
index for items affected by changes in import prices was 
appreciably lower than the index for the food group as a 
whole.

The remaining food items are home-produced foods 
which show no important seasonal movement, home- 
produced manufactured foods and those imported foods 
(both manufactured and other) which have not been subject 
to any marked changes in price in the 4-year period. 
This group has a weight of 210(^). It will be seen from 
chart A that the index for this other food group rose 
sharply in 1956 and has been relatively stable since the 
beginning of 1957. The rises in March and October 1956 
were largely due to increases in the prices of bread following 
a reduction in the bread subsidy in February, and the with
drawal of the remaining subsidy and the removal of the 
price control at the end of September. The rise between 
December 1956 and January 1957 was due mainly to 
increases in the prices of tea and sugar.

(’) The total weight of this group varies slightly according to which vegetables are in season.
(*) The exact weight varies slightly according to the distribution of the weight for vegetables, between fresh vegetables in season (see 

footnote (̂ )) and canned and frozen vegetables.
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Alcoholic drink and tobacco {weight 151)
The largest movements in the index for alcoholic drink 

and tobacco have resulted from changes in customs and 
excise duties. Prices of cigarettes and pipe tobacco rose 
by about 5 per cent, following increases in duty in April 
1956. The reduction in beer duty in April 1959 lowered 
the alcoholic drink component by about per cent. 
Other changes included several increases in the average 
prices of beer in the summer of 1956 and in March and 
August 1957, and a rise in the average price of spirits in 
October 1957. Increases in the prices of cigarettes and 
tobacco raised the index for September 1957, and increases 
in the prices of tobacco that for September 1959.

Housing {weight 87)
The rents of most privately-owned dwellings let unfurn

ished to the types of household covered by the index were 
subject to control throughout the four years 1956-1959. 
Before October 1957, the only changes in rents permitted 
for most of these dwellings were in respect of local rates, 
although the Housing Repairs and Rents Acts which came 
into effect in 1954 permitted increases in the net rents of 
some of these dwellings in certain circumstances. How
ever, relatively few increases resulting from this legislation 
were reported in 1956 and 1957. The general increases 
permitted by the Rent Act, 1957, in the net rents of privately- 
owned dwellings let unfurnished, began to take effect in 
October 1957 (and their influence can be clearly seen in 
chart B), but few new increases in controlled rents 
under this Act were being reported by the end of 1959.

The rents of dwellings owned by local authorities are not 
subject to the Rent Restrictions Acts and were not affected 
by the Rent Act, 1957. The average net rents of these 
dwellings rose in each of the years 1956-1959. The rent 
index is also affected by the inclusion each month of the 
rents of newly-erected local authority dwellings, the rents 
of such new dwellings being generally higher than the 
average rent of dwellings subject to rent control.

The average amount of local rates and water charges 
payable on dwellings rose somewhat from April 1956 when 
the new rates and water charges were levied on the basis 
of the revised rateable values resulting from the general 
revaluation of properties in England and Wales. The 
average level of rates and water charges in England and 
Wales rose sharply in April 1957 and less sharply in April 
1958 and April 1959. These various increases are clearly 
reflected in chart B. The average level of rates and 
water charges in Scotland also rose in each of the years 
1956-1958, but showed little change in 1959.

Costs of repairs and maintenance to dwellings rose in 
each year, the larger changes taking place in the earlier 
years. After rising in 1956 and 1957, the costs of materials 
for home repairs, decorations, etc., have been relatively 
stable.

Fuel and light {weight 55)
The regular fluctuation of this group reflects the seasonal 

movement in the prices of household coal and coke. There 
was also an upward movement which was most marked in 
June 1956 and July 1957 when pithead prices of coal were 
increased. The August 1957 index also reflects some 
further increase in coal prices because of higher freight 
charges and distribution costs in some areas. The de
control of retail coke and coal prices in July 1958 had little

immediate effect on prices. The average level of charges 
for gas rose in 1956 and 1957 while that for electricity rose 
markedly in 1957. After rising appreciably towards the 
end of 1956, the average price of paraffin fell in most 
months in the years 1957-1959.

Durable household goods {weight 66)
Articles in the durable household goods group include 

furniture, floor coverings and soft furnishings, radio, tele
vision, and other household appliances, pottery, glassware, 
hardware, etc. Reductions in purchase tax have had an 
important effect on this group. The April 1957 index 
reflects decreases in the prices of floor coverings and many 
articles of hardware, chinaware, etc., from this cause. 
Purchase tax reductions on some household appliances 
lowered the index in May 1958, while the April 1959 figure 
shows the effect of purchase tax reductions on many items 
in this group, particularly radio and television sets. 
Excluding purchase tax changes, this index was relatively 
stable in 1958, and showed a slight downward tendency 
in 1959.

Clothing and footwear {weight 106)
This index rose slowly but steadily until March 1958 

when the figure was 103-4, and then fell gradually tol02-2 
in early 1959. The subsequent rise, more marked in the 
second half of 1959, was mainly due to increases in foot
wear prices reflecting higher costs for hides.

Miscellaneous goods {weight 59)
This group covers a wide range of commodities including 

books, newspapers and periodicals, medicines and toilet 
requisites, soap, detergents and household polishes, and 
various articles such as tennis rackets, gramophone records 
and camera film. Price increases for most of these com
modities have taken place, but rises in the prices of news
papers and periodicals have been responsible for about 
half the increase in the group index and rises in the prices 
of soap, detergents and household polishes, for over a 
quarter. The jump in the index in October 1957 reflected 
increases in the prices of nearly all national daily, Sunday 
and London evenmg newspapers. The slight decreases in 
the May 1958 and April 1959 indices reflect reductions in 
purchase tax affecting some toilet requisites, camera films 
and other items at the former date and a rather wider range 
of commodities in 1959.

Services {weight 58)
This group covers a  wide range of services, and the price 

indicators used include various postal and telephone 
charges, radio and television licences, cinema and football 
match admission prices a^d charges for domestic help, 
hairdressing, boot and shoe repairing, laundering, dry 
cleaning, etc. The increase in this group is spread over 
nearly all its components, but increases in the prices of 
admission to cinemas account for about one-quarter of the 
total rise in the group index. The rise of over two points 
between June and July 1956 reflected increases in cinema 
prices and in charges for some telephone calls. The rise 
of 4 i points between August and October 1957 resulted 
from increases in cinema prices and postal and telephone 
charges. The dip shown by the chart early in each year 
reflects a temporary seasonal reduction in charges for dry 
cleaning.

ICO

lOO

100

100

100

100

Id)..

CM

30





' * * V

•s

i.

.1

/V: t - : »

Transport and vehicles {weight 68)
The transport and vehicles group is divided into two 

sub-groups covering motoring and cycling, and fares and 
other transport. The fares and other transport index rose 
in the first half of 1956 because of increases in the average 
level of road passenger transport fares. Both indices rose 
sharply at the end of 1956 as a consequence of the “ Suez ” 
increase in the duty on petrol and diesel motor fuel, and 
both indices fell as a result of the withdrawal of that 
increase in April 1957. Subsequently the two indices

diverge. That for motoring and cycling reflects several 
subsequent reductions in petrol prices in 1957, and then 
remains fairly stable over the remainder of the period, while 
that for fares and other transport rises sharply under the 
influence of increases in railway fares in September 1957 
and in the average level of road passenger transport fares 
later in that year. Further increases in bus fares contributed 
to the continued rise of this index and a general increase 
in rail fares was responsible for the rise in November, 1959.

CHART C

INDEX OF RETAIL PRICES-TRANSPORT
17 J a n . 1956 =  iOO
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Changes in the 91 sections of the index 
The charts above show the movement of the main 

groups of the index, but within each group there are many 
divergent price movements and it is illuminating to 
analyse the distribution of price movements in various 
periods. The index comprises 91 different section indices 
and the effect of a price change in any section on the all
items figure depends both on the magnitude of the price 
movement and on the weight of the section concerned. 
The table which follows, therefore, shows for each of the 
four years under review the number of section indices which 
changed by various percentage ranges in each year, the 
total weight of the sections in each range and the effect of 
the changes in each range on the all-items figure. It will 
be seen that the period of relative stability of the all-items 
index in 1959 was not characterised by a large reduction 
in the number of section indices which changed, but rather 
by a more even balance of the increases and decreases 
which took place.

Thus the total number of section indices which changed 
was 87 in 1956/1957, 86 in 1957/1958 79 in 1958/1959 and 
82 in 1959/1960. However, the number of section indices 
which increased fell from 77 in 1956/1957 to 44 in 1958/ 
1959, and though the number rose to 50 in 1959/1960, this 
movement was offset by a heavier concentration of increases 
in the small ranges. The effect of this trend was reinforced 
by a rise in the number of decreases from 10 in 1956/1957 
to 35 in 1958/1959, and though the figure fell slightly to 32 
in 1959/1960, the distribution included more falls in the 
higher ranges. Thus although the all-items index has been 
relatively stable, there have been a large number of changes 
in the various components. When the weights of the 
various sections are taken into account, these changes 
produce first a  slowing down and then a reversal of the 
upward movement of the index in the earlier years.

y -i

fs f t

Another approach to this type of analysis is to consider 
the distribution of price changes according to the magnitude 
of their effects on the index. This is shown in the table 
below. It will be clear that a marked change in the price 
of a commodity or service which, by virtue of its importance 
in the pattern of consumption, has a weight of over 1 per 
cent of the total index, has a significant effect on the all

items figure. Such movements are particularly noticeable 
in a period when the balance of increases and decreases 
results in a relatively stable index, and in 1959/1960 the 
balance was still largely dependent on marked price 
decreases in a very few items which carry an important 
weight.
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Effect on index of change 
in section index, 

mid-January to mid-January 
(“ all-items ” points)

Number of sections Aggregate base date 
weight of sections

Aggregate effect of 
changes on index 

(“ all-items ” points)

1956/
1957

1957/
1958

1958/
1959

1959/
1960

1956/
1957

1957/
1958

1958/
1959

1959/
1960

1956/
1957

1957/
1958

1958/
1959

1959/
1960

+0*5 or more 1 2 1 _ 19 51 36 0-8 1-1 0-6
-i-0-4 but/e« than 0-5 1 1 1 29 30 15 0-4 0-5 0-4
-fO-3 but/ew than 0• 4 2 1 2 — 97 19 40 — 0 8 0-3 0-7
4-0-2 but/c55 than 0-3 3 3 1 1 60 54 7 12 0-8 0-8 0-3 0-3
-l-O-l but/m5 than 0-2 7 8 3 3 137 239 46 85 1-0 1-2 0-4 0-4
4-0-05 but/e« than 0-1 12 6 6 5 149 71 121 78 0-8 0-4 0-4 0-3
4 -  /e« than 0-05 51 46 30 41 362 366 287 376 1-0 0-9 0-4 0-6

All increases........................ 77 67 44 50 853 830 552 551 5-6 5-2 3-2 1-6

No change ........................ 4 5 12 9 12 14 153 48 —
—

All decreases .. 10 19 35 32 135 156 295 401 1-2 1-5 0-9 2-1

— less than 0-05 4 14 33 25 33 102 261 261 0-1 0-3 0-4 0*3
—0-05 but than 0-1 3 1 1 60 — 15 14 0-2 0-1
—0-1 but/e5i than 0-2 — 1 4 15 — 60 0-1 0-5
—0-2 but/e« than 0-3 1 3 —  - 1 15 23 — — 0-2 0-7
-0 -3  b u t t h a n  0-4 2 1 1 27 16 19 0-7 0-4 0-4
-0 -4  but/e5i than 0-5 — — — —

—0-5 or more ' 2 66 1 —  — 1-3

M inistry o f  Labour.
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Index of retail prices
Analysis of the food group
(17th January 1956 =  100)

Weights

1956 January 
February 
March

April
May
June

• •

July ..
August
September

October
November
December

1957 January 
February 
March

April
May
June

July ..
August
September

October
November
December

1958 January 
February 
March

April .. 
May .. 
June ..

July ..
August
September

October
NovMnber
December

1959 January 
February 
March

April .. 
May 
June

•  •

July ..
August
September

October
November
December

1960 January

11 items All food Seasonal items 
(0

Items the prices 
of which have 
been affected 
considerably 
by changes in 
import prices 

(“)

Other food 
items

1,000 350 47 2Wk-208i

1000 100-0 100-0 100-0 1000
1000 99-6 101-2 98-7 99-1
101-3 102-9 110-3 99-1 100-4

102-7 106-0 121-1 97-9 101-1
102-5 104-2 115-5 95-3 101-1
102-4 102-9 109-0 97-7 101*3

102-0 101-1 101-8 99-2 101-2
102-3 101-7 104-2 98-2 101-3
102-1 100-8 99-4 101-0 101-3

102-7 101-8 97-8 101-6 103*7
103-1 102-5 100-8 99-8 103-9
103-4 102-3 97-9 99-7 104-9

104-4 104-0 100-4 97-7 107-0
104-3 103-5 97*9 96-0 107-6
104-1 102-1 94-6 91-4 107-9

104-5 102-7 97*9 87-3 108-3
104-6 103-9 100-8 89-5 108-5
105-7 106-7 110-5 95-2 107-7

106-6 108-4 117-1 95-8 107-3
106-4 106-9 115-4 92-9 106-2
106-1 104-8 107-2 93*8 106*1

107-1 104-7 109*3 89-4 106-1
107-7 104-8 112-0 86-0 105-8
108-2 106-0 116-5 85-8 105*9

108-1 105-4 114*8 85-0 105*7
107-6 103-9 110-8 83-1 105*5
108-4 105-7 114*8 85-2 106*2

109-6 108-7 123-9 86-8 106*9
109-2 108-5 123-3 86*4 106-9
110-2 110-9 128-7 88*3 108-1

108-5 106-0 110-6 89*3 107-7
108-3 105-2 107-1 89-9 107-8
108-4 105-6 106-0 94-2 107-9

109-4 108*1 113*9 96-0 108-2
109-8 108-4 112-9 100-7 108-1
110-2 109-2 114-1 104-0 108-2

110-4 109-8 115-4 105-1 108*3
110-3 109-1 113-1 104-9 108-3
110-3 108-9 114-6 100-6 108-3

109-5 108-6 114-3 98-4 108-4
109-1 108-1 112-2 100-1 108-2
109-3 108-4 112-8 99*6 108*4
109-0 107-4 108-2 102-1 108-3
109-3 108-1 107-7 108-2 108-3
108-7 106-1 99-8 109-7 108-2
109-2 107-4 105-0 110-0 107-9
110-0 108-2 107-2 112-1 107-8
110-2 108-7 109-5 110-1 108-0
109*9 107-8 106-9 108-2 108-1

(‘) Fresh milk, eggs, potatoes and other fresh vegetables, apples and pears, fish, and hom e-killed mutton and lamb. 
(*) Bacon
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