Appendix A: Description
of the Consumer
Expenditure Survey

The current Consumer Expendi-
ture (CE) Survey program began
in 1980. Its principal objective
isto collect information on the buying
habits of American consumers. Con-
sumer expenditure dataare used in vari-
ous types of research by government,
business, labor, and academic ana-
lysts. The data are required for peri-
odic revision of the Consumer Price
Index (CH!).

Thesurvey, whichis conducted by
theU.S. CensusBureau for the Bureau
of Labor Statistics, consists of two
components: A Diary, or recordkeeping,
survey completed by participating con-
sumer unitsfor two consecutive 1-week
periods, and an Interview survey in
which expenditures of consumer units
are obtained in five interviews con-
ducted at 3-month intervals.

Survey participants record dollar
amounts for goods and services pur-
chased during thereporting period, re-
gardless of whether payment is made
at the time of purchase. Expenditure
amounts include all sales and excise
taxes for all items purchased by the
consumer unit for him- or herself or for
others. Excluded from both surveys
are all business-related expenditures
and expenditures for which the con-
sumer unit is reimbursed.

Each component of the survey que-
ries an independent sample of con-
sumer unitsthat isrepresentative of the
U.S. population. In the Diary survey,
about 7,500 consumer unitsare sampled
each year. Each consumer unit keepsa

diary for two 1-week periods, yielding
approximately 15,000 diariesayear. The
interview sampleisselected on arotat-
ing-panel basis and yields reports for
7,500 consumer unitseach quarter. Each
consumer unit isinterviewed once per
quarter, for five consecutive quarters.
Dataare collected on an ongoing basis
in 105 areas of the United States.

The Interview survey is designed
to captureexpenditure datathat respon-
dents can reasonably recall for a pe-
riod of 3 months or longer. In general,
the datacapturedreport relatively large
expenditures, such asspending on real
property, automobiles, and major ap-
pliances, or expendituresthat occur on
aregular basis, such as spending on
rent, utilities, and insurance premiums.
Including global estimates of spend-
ing for food, it is estimated that about
95 percent of expendituresarecovered
in the Interview survey. Expenditures
on nonprescription drugs, household
supplies, and personal care items are
excluded. The Interview survey also
providesdataon expendituresincurred
on leisuretrips.

The Diary survey is designed to
capture expenditures on small, fre-
quently purchased items that are nor-
mally difficult for respondentstorecall.
Detailed records of expenses are kept
for food and beverages—both at home
and in eating places—tobacco, house-
keeping supplies, nonprescription
drugs, and personal care productsand
services. Expenditures incurred away
from home overnight or longer are ex-
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cludedfromtheDiary survey. Although
thediary wasdesigned to collect infor-
mation on expenditures that could not
be recalled easily over agiven period,
respondents are asked to reportall ex-
penses (except overnight travel ex-
penses) that the consumer unit incurs
during the survey week.

Integrated datafrom the BLS Diary
and Interview surveys provide acom-
plete accounting of consumer expen-
ditures and income, which neither sur-
vey component alone is designed to
do. Dataon some expenditureitemsare
collected in only one of the compo-
nents. For example, the Diary survey
does not collect data on expenditures
for overnight travel or information on
third-party reimbursements of con-
sumer expenditures, as the Interview
survey does. Examplesof expenditures
for which reimbursementsare excluded
aremedical care; automobilerepair; and
construction, repairs, alterations, and
maintenance of property.

For items that are unique to one or
the other survey, the choice of which
survey to use as the source of datais
obvious. However, there is consider-
able overlap in coverage between the
surveys. Because of thisoverlap, inte-
grating the data presents the problem
of determining the appropriate survey
component from whichto sel ect expen-
diture items. When data are available
from both survey sources, the more
reliable of the two (as determined by
statistical methods) is selected. As a
result, someitemsare selected fromthe
Interview survey and others, from the
Diary survey.

Population coverage and the defi-
nition of components of the CE Survey
differ from those of the CPI. Specifi-
cally, consumer expendituredatacover
the total population, whereas the CPI
covers only the urban population. In
addition, homeownershipistreated dif-
ferently in thetwo surveys. Actual ex-
penditures of homeownersarereported
inthe CE Survey, whereasthe CPI uses
arental equivalence approach that at-
tempts to measure the change in the
cost of obtaining, in the rental market-
place, servicesequivalent to those pro-
vided by owner-occupied homes.

Interpreting the data
Expenditures are averages for con-
sumer unitswith specified characteris-
tics, regardless of whether a particular
unit incurred an expense for a specific
item during the recordkeeping period.
The average expenditure for an item
may be considerably lower than the
expenditure by those consumer units
that actually purchased the item. The
less frequently an item is purchased,
the greater is the difference between
the averagefor all consumer unitsand
the average for those purchasing the
item. Also, anindividual consumer unit
may spend more or less than the aver-
age, depending on its particular char-
acteristics. Factorssuch asincome, the
ages of family members, geographic
location, taste, and personal prefer-
ence also influence expenditures.
Furthermore, even within groupswith
similar characteristics, the distribu-
tion of expenditures varies substan-
tially. These points should be con-
sidered in relating reported averages
toindividual circumstances.

Users of these survey data also
should keep in mind that prices for
many goods and services have risen
since the survey was conducted. For
example, rent, as measured by the CPI,
rose 8.2 percent between 2000 (annual
average index) and September 2002.

In addition, sample surveysare sub-
ject totwo typesof error: Sampling and
nonsampling. Sampling errors occur
because the data are collected from a
representative sample rather than the
entire population. Nonsampling errors
result from the inability or unwilling-
ness of respondentsto provide correct
information, differencesininterviewers
abilities, mistakesin recording or cod-
ing, or other processing errors.

Glossary

Consumer unit. Members of a house-
hold related by blood, marriage, adop-
tion, or some other legal arrangement;
asingle person living alone or sharing
a household with others, but who is
financially independent; or two or more
persons living together who share re-
sponsibility for at least two out of the
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three major types of expenses. Food,
housing, and other expenses. Students
living in university-sponsored housing
arealsoincludedinthe sampleas sepa-
rate consumer units.

Reference person. The first member
mentioned by the respondent when
asked to “Start with the name of the
person or one of the personswho owns
or rentsthehome.” Itiswith respect to
this person that the relationship of
other members of the consumer unitis
determined.

Total expenditures. The transaction
costs, including excise and salestaxes,
of goods and servicesacquired during
theinterview period. Estimatesinclude
expendituresfor giftsand contributions
and payments for pensions and per-
sonal insurance.

Income. The combined income earned
by all consumer unit members 14 years
or older during the 12 months preced-
ing the interview. The components of
income are wages and salaries; self-
employment income; Social Security
and private and government retirement
income; interest, dividends, and rental
and other property income; unem-
ployment and workers’ compensation
and veterans’ benefits; public assis-
tance, Supplemental Security Income,
and Food Stamps; rent or meals or
both as pay; and regular contribu-
tions for support, such as alimony
and child support.

Complete income reporters. In gen-
eral, aconsumer unit who providesin-
formation on at least one of the major
sources of its income, such as wages
and salaries, self-employment income,
and Social Security income. Even com-
pleteincomereportersmay not provide
afull accounting of al income from all
sources.

Quintiles of income beforetaxes. Five
groups with a similar number of com-
plete income reporters, ranked in as-
cending order of income. Incomplete
incomereportersare not ranked and are
shown separately in the quintiles-of-
income tables.



