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SUBJECT:	SECTION I - PRICE AND COST INDEX USING CONSUMER PRICE INDEX 1997





Purpose.  To transmit reference information on price and cost index using 1997 consumer price index (CPI) (1984=100).





Effective Date.  When received.





Background.  Occasionally it is useful to bring cost and/or benefits from the year they were developed to a different base year.  Bringing cost to current year values is most common.  Indexing is a simple process; therefore, as would be expected, there are some shortcomings.  Mainly, all items have not changed price at the same rate.  The CPI is used to average changes in prices and is the accepted value for indexing costs and benefits for USDA projects.





For example benefits of $100,000 were developed in 1970.  What would they be in June 1997?





	CPI (1984) = 100 [Base Year]





	CPI June 1997 = 160.3


	CPI 1990          =  38.8





	160.3


�		=  4.13


	  38.8





	100,000 x 4.13 - $413,000





Filing Instructions. File in Section IV under R
