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September 18, 1953,

MEMORANDUM TO USERS OF RETAIL PRICE INDEXES

This is to inform you that as announced February
last, the Cost-of-Living Index will not be published beyond
the index for September 1lst, to be released early in QOctober.

For your additional information, please find
attached two statements outlining, first, the procedure to
be followed in converting city Cost-of-Living Indexes to
the same basis as the Consumer Price Index; second, a suggested
method for converting escalator clauses of wage contracts

from use of the Cost-of-Living Index to use of the Consumer

Price Index.
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CITY CONSUMER PRICE INDEXES

It is planned to release early in November 1953, new Consumer Price Indexes

for the following cities or city combinations:

Halifax Winnipeg

Saint John Saskatoon-Regina
Montreal Edmonton-Calgary
Ottawa Vancouver
Toronto

The October indexes, to be released in November, for each of the above will
be on the base 1949 = 100 and,with the exception of Ottawa, for which an index
will be available for the first time, will replace cost-of-living indexes on the base
August 1939 = 100. Between January 3, 1949 and September 1, 1953, each series will
consist of Cost-of-Living Indexes for the corresponding cities, arithmetically converted
from the base August 1939 = 100 to the new 1949 base period. Subsequent to September
1, 1953, revised samples of items and weights, based on the results of the 1947-1949
family expenditure surveys, will be used to calculate the indexes. The revised pricing
sample for each index will be substantially the same as that of the Consumer Price
Index for Canada. The last month for which city Cost-of-Living Indexes on the pre-war
base period are to be publighed is September 1953, Thus, as of September the new and
old indexes will be joined to form one consecutive series and the measurement of price
change between September and October 1953 will be on the new basis. If required, the
nevw indexes may be arithmetically converted back to the base August 1939.

The St. John's, Newfoundland, index will be published for the time being on
the present base period of June 1951, but will shortly be converted to the base
1949 = 100,

Details in regard to the city indexes will be published during the course of
the next few months.,
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A _SUGGESTED METHOD OF CONVERTING ESCALATOR CLAUSES OF WAGE CONTRACTS TO USE OF THE CONSUMER PRICE INDEX

Thie statement has bsen prepared to assist those who have the problem of converting escalator clauses of wage contracta to use of the Consumer Price Index,

The problem ie baeically one of calculating point changea in both indexes which amount to the same percentage change,

Because of the fact that the indexes

are at different levele, a given number of points in the Cost-of-living Index is equivalent to a smaller percentage, than 16 the same number of pointa in the Coneumer

Frice Index.

Index to uae of the Consumer FPrice Index, so as to retain the intent of the original contract.
based upon & hypothetical contract which apecifies a change of one cent per hour for each change of 1,2 pointa in the Cost-of-living ladex.

Recognizing this fact the following steps cutline the arithmetic of converting an escalator clause of & wage contract from uss of the Cost~of-living

in addition to a statement of method there follows an illuatration
However, numercus other

point value relationships are in use, and while the arithmetic te, of eoures, applicabls to other point value ratios, the method may not be suitable in certain

inatances.

If interssted partiee request, tha Bureau would be pleased to render any further assistance possible,

Matters pertaining to wage adjustments are, of course, to be determined betwaen the parties concerned, and the adoption, modification, or rejection of the

method outlined here is a matter of negotiation.

A MEBTHOD OF CONVERSION

1, Select a cnnveraion month whan the Consumer Price Index will be
substituted for the Cost-of-Living Index,

2. Agree that the "cost-of-living® bonus of e given amount, baing paid on
the basis of the Cost-of-Living lndex for the conversion montk, shall
als0 be paid on the basis of the Consumer Frice Index for the ssme month.

3. Calculate the percentage which the Consumer rrice lndax for the conver=-
sion month is of the Cost-nf-Living Index for the sams month,

4. Take the lower limit of' the Coet-of-Living Index bracket or interval in
which the vost-of-iiving Index for the conversion month falls. Convert
thie index tc the equivalent lower limit of the corresponding Consumer
Price lndex bracket, by aultiplying it by the percentage cobtsined in
step No. 4 above, and round to the nearest one decimal.

5. Take the figure of the point change in the Cost-of-living lndex required
to change the bonus by a etated amount. In arder to obtain the corres-
ponding number of Consumer irice lndex points multiply this figure by
the percentage obtained in atep No., 3 above, and round to the nearest
one decimal.

6, Starting from the Consumer irice Index obtained in step No. 4 above,
suocessively add and subtract the number of points obtained 'in step
Ne. 5 above, This ylelds the lower limits of a Consumer Price Index
tabls sauivalent tc the lower limits of the Cost-of-Livine lndex table
contained in ths original contract.

7. Obtein each of the upper limits of the new table, by adding to the
lower limita, a number of points 0.1 leas than the figure celculuted
in step Yo. 8.

2.

3.

6.

5

AN [LLUSTRATIVE EXANPLE OF GONVEBSION

A hypothatical escalator clause incorporates the fnllowing
table of Cost-of-living 1ndexes and correajocnding bocuees,

Cost-of-Living Index Intervals Cepts per Hour Bonus

Lower Upper
Limite Limits
184,8 . JBSTORNS LN L i e R
186.0 - 26 o o . Time B . mow h1E
187.2 - 1BB,3 + o ¢ 5% ¢« » 2 o+ 18
1688,4 - 189¢8 ¢ + ¢ o« <« s s 5. 14

It is agreed that the above clause shall be converted to use of the Consumer
Price Index as of Auguat 1953.

The sugust Coet-of-living Index of 186,4 falls in the bracket of 186.0 - 187,1
corrasponding to twelve cents par hour. Therefore, a honus of twelve cents per
hour shall be paid for the august Consumer irice Index of 115.7.

The auguat Consumer lrice Index of 115.7 1a £2.071 per cent of the August Cost-
of-Living Index of 186.4 (115.7 £ 100 = 62.07) per cent’
(186.4 )

The lower linit of the bracket in which the august Cost-of-living lndex falla
1s 186.0., #hen multiplied by the percentage 62.071 and rounded to the nearest
one decimal, thie becowes 115.5.

ln the above table a change in the Cost-of-living lodex of 1.2 polnts corres-
ponds to a change in the bonus of cne cent jer hour., This figure of 1.2 pointa,
when multiplied by the percentage 62,071 and rounded to the nearest one decimal,
becomes 0.7 Consumer lrice Index points,

Tha Consumer Frice Index from No. 4 above is 115.5, The succesuive addition and
aubtraction of 0.7 points yields the following lowsr 1limits of & new table,
corresponding to the numbar of cente obtained in the original oontract:

Cents per Hour sonus

Consumer Price Index lntervals

Lower
Linita
IARBE e Wi, Ju. 0 B T TR
LIBeB s v v v 0 0o 0 0 v o 0 a0 0 00 22
TIERE. . o Tems Sl T o o i s
10648 v« v ¢« e v 0o s 0o s e s e v o s . 14

The number of points obtained in step No. 5 ie C.7 pointe, Subtracting 0.1
yoints this becomes 0,6 pointe, which when edded to the lower limita produces
the upper limits. The completed tablie corresponding to the origins) table ia
therefere sa followa:

Consumer lrice Index lntervale Cente psr Hour Bonus

Lower Upper
Limite Lioite
114.8 - e RS e Bl R
118.5 - LTS TS T T R T )
11642 - IMEEBN. S - o . SRR SoN]S
116.9 - 11748 ¢ « < « ¢ o e o o o l4
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