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m ALASKA STATE LEG ISLATE™  
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y . Stale Capitol 
Juneau, Alaska 99SI1 

(907 ) ^65-3991

February 3, 1984

MEMORANDUM

T0: Joseph Brewer
House Judic' ~ mittee

«0M: David Teal \ $%■
Legislative Analyst

RE: Inflation Rates in Alaska

The following pages from the Alaska Department of Labor's publication 
entitled A1aska Planning Information describe the Anchorage Consumer 
Price Index (CP fyT A H  hough the reader is cautioned against use of the 
CPI as a measure of inflation, the index is frequently ed for that 
purpose. The Anchor age CPI from 1969 through September of 1982 is 
listed on page 78. More recent figures are presented in the attached 
article published by the Institute of Social and Economic Research. 
The article also discusses some problems with the index and its use as 
a measure of the rate of inflation in Alaska.

If you have additional questions on this subject, wt would be pleased 
to help. You may also wish to speak with John Boucher of the Research 
and Analysis Section of the Department of Labor. He can be reached at 
465-4500.

*

Attachmenss



The new rnelhod for calculating homeownership prices is named rental equivalency. BLS will estimate 
homeownership prices on the basis of what it costs to rent similar houses. This method will solve the 
problem caused by the exclusion of AHFC-financed houses from the survey. During 1983 and 1984 the 
CPI-U and CPI-W will use differing methodologies, which will probably result in significant divergence in 
the 2 measures. The effect of the methodology change in slowing or speeding the rate of change in the 
CPI cannot be predicted with any assurance.

C O M P A R I S O N  O F  A N C H O R A G E  T O  U N I T E D  S T A T E S

The Anchorage CPi rose less rapidly than the national CPI from October 1967 through October 1973. 
This trend reversed during the pipeline buildup, reflecting the inflationary impact of drastic economic 
expansion. Price increases slowed once the pipeline work force and related infrastructure were in place. 
During the peak pipeline years, 1976 and 1977, Anchorage prices increased at roughly the national rate. 
A new trend began after completion of the pipeline with Anchorage prices increasing less rapidly than 
the rest of the nation. Decreased population and consumer spending, and overbuilding during the 
pipeline era caused this shilt.

Following the 1980 domination of residential lending by A H F C  an accurate comparison of Anchorage

T i b l i  V II-3 
A n ch o ra g t C P I 

Jan u a ry  to P ra ta n l

W ago and W ago and A ll U rban
C to rlca l * C lo r ic a l C onSum ora 1 /

1 '169 January 103 .7 1970 January 179 .2
April 105 .3 March 1 0 0 0 100.7
July 1 0 5 6 May 104 .0 184 .2
O c lobo r 107 .3 July 1 8 8 6 108 5

1970 Januare 107 9 September 192 8 193 .2
April ^0l:2 November 194 0 194 7
July 1 0 9 6 1979 January 197 .3 1901
O c lobo r 111 .5 March r'90.5 201 .0

1971 Jan  ja ry 1 1 1 6 May 202 .5 203 .5
April 111 .7 July 206 .4 207 .4
July 1 1 3 0 September 2 1 0 9 2 1 3 2
Ociober 114 .4 November 211 .8 2 1 3 7

1 9 /2 January 1 1 4 2 1980 January 215 .9 2 1 0 2
April 1 1 5 8 March 2 2 0  2 2 2 3 5
July 1 1 5 9 May 223.1 2 2 6 5
O c lobo r 1 1 6 9 July 224 8 2 2 0 4

1973 January 1 1 6 4 September 226 .7 2 30  9
April 1 1 9 4 November 2 3 2 0 236 .5
July 1 2 0 4 1981 January 235 .0 2 401
O c lobc r 123 0 March 2 3 6 2 241.1

1974 January 1 2 5 6 May 240.1 244 6
April 129 8 July 241 .7 2 46 1
July 134 0 Sep lemher 245  9 250  5
O clobor 1 4 0 0 November 249  3 2 5 3 7

1975 January 1 4 2 9 1982 January 248  6 253 0
April 150 0 Match 254 5 2 6 0 0
July 1 5 3 0 May 2 5 0 0 263  0
O c lobo r 157.4 July 259.1 263 6

1976 January 1 5 8 8 September j250  9 263 .4
April 161.7
July 164 9 Source: U S Deparlm en l o l Labor. Bureau o l Labor Statistics.
Ociober 167 6

1977 January 169 4 / /  Strict heytn\ Match IV7/i.
A,.ril 172 6 • ‘
July 177.4 .
O c lobor 177.3
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and U.S. price trends is not possible. It appears that Anchorage prices are actually increasing somewhat 
faster than the national rate, although it cannot be proven that this is the case. The rapid economic 
expansion in 1981 and 1982 could be expected to result in faster price increases than would otherwise 
occur.

U R B A N  FAMILY B U D G E T>

While the rate of change of the Consumer Price Index for Anchorage can be compared to the rate of 
change of CPI's in other areas, actual price comparisons to other areas are not possible based on CPI 
data. Olher data available do allow interarea cost comparisons. U.S. Department of Labor, Bureau of 
Labor Statistics produces Urban Family Budgets and Comparative Indexes for Selected Urban Areas 
which provide a comparison of costs for Anchorage, 28 other areas outside Alaska and an urban U.S. 
average. It contains estimated income required to support low, medium and high budget standards of 
living for a hypothetical family of 4. Budgets do not represent how families actually spend their money, 
nor are they intended to represent s minimum level of adequate income. The budgets are only intended

Tab la  V IM  
Y ea r ly  C P I and Pe rcen tage C hange 

W age and C la r lc a l W o rke r*  O n ly

’Jn itod  Stntos Sea ttle A n ch o rog o Fa irbanks 3 /
CPI %  Change CPI %  Change CPI %  Change CPI %  Change

OCTOBER 1967 100  0 . 100 .0 „ 100 .0
1968 105.7 5.7 106 .0  I I 6 .0 102 .6 2.6
1969 111 .6 5 .6 110  6  / /  • * 4 .3 . 107 .3 4.4 , m
1970 118.1 5 8 114 .9  / / 3.9 111 .5 3.9
1971 122 .6 3 8 117 .6  I I 2.3 114 .4 2 .6
1972 126 .6 3.3 121 .2 I I 3.1 116 .9 2 2
1973 136 .6 7.9 131 .4 I / 8.4 123  8 5 9
1974 153 0 12.0 147 .9  1/ 12.6 140 .0 13.1
1975 164 6 7 6 159 .7 / / 8.0 157.4 12.4
1 976 173  3 5.3 167 .9  1/ 5.1 167 .6 6 5
1977 184 .5 6 .5 182 .5  I / 8.7 177 .3 5 8

NOVEMBER 1978 201 8 9 4 202.1 10.7 1 94 e 9.9
1979 2 2 7 6 1 2 8 221 .5 9 6 2 1 1 8 8.7 107 9 2 /
1980 2 5 6 4 12.7 2 5 9 4 17.1 2 3 2 0 9.5 1 1 9 6 2 /  t o e
1981 280 .4 9.4 2 8 5 7 10.1 2 4 9  3 7 5 126 8 2 / 6 0

Source U S Departm enl o l Labor, Bureau o l Labor Statistics.

1/ e r r  is fo r  November rather than Ociober o f  years listed.

2 /  c r t  is fo r  December rallier than November o f  year listed.

J /  Discontinued February IV.1? due to budget constraints.

T ab la  V II-5 
A nnua l T o ta l Budge t fo r  a 4 -P e re o n  Fam ily 

Autum n 1981 1 /

Budget Level U rban U.S. Anchorage Seattlc-Evcrctt

Lowor
Intermediate
Higher

St 5 .323  
$ 25 ,407  
S 38 .0 60

S22 .939 
531 .890  
$45 ,119

$17 ,124
S25.881
$37 ,396

Source: U S. Department o l Labor, Bureau o l Labor Statistics.

11 Source o f  data, meth. • f  calculations and quantities o f  goods 
and services fo r  each budget level are described in detail in BLS Bulletin 
1570-5.
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C H A P T E R  V I I  C O S T  O F  L i V l M G  M E A S U R E S

I N T R O D U C T I O N

This section summarizes several cost of living measures which are frequently requested. Because there 
are several different measures, the user of these types of data needs to carefully evaluate different 
available measures to determine which is most useful for a particular application Outlined in Table VI1-1 
is a description of the various measures discussed in detail.

C O N S U M E R  PRICE INDEX

The Consumer Price Index (CPI) is a commonly misunderstood economic statistic despite frequent 
reports in the media. Following is a brief explanation of how the CPI is used, how it is computed, what it 
does and does not measure, and ho'w to use it. Changes in CPI methodology and use are also 
considered. The U.S. Department of Labor, Bureau of Labor Statistics (BLS) produces a CPI for the 
United States and for selected urban areas. There are no CPI's for an entire state. In Alaska, a CPI is 
currently produced bimonthly for Anchorage.

U S E S

The CPI has 3 major uses. It measures the change in prices over time of a constant market basket of 
goods. This measurp is ar; important economic statistic, and is crucial in evaluating government policy 
and private investment decisions. To convert the CPI irom the actual index number to a percentage, use 
the following procedure:

INDEX POINT C H A N G E

CPI cuirent index 263.4
Less previous index 250.5

Equals index point change 12.9

Percentage change

Index [joint difference 12.9
Divided by previous index 250.5
Equals change 0.0515
Multiplied by 100 0.052 x100
Equals percentage change 5.2%

This example illustrates that market basket prices for all urban consumers in Anchorage increased 5.2% 
between September 1981 and 1982.

The CPI is also used as a deflator of other dollar-denominated economic indexes. Time series data in 
real, or inflation-free dollars are produced in this manner. To adjust (discount) dollars for the effect of 
inflation from any given year, use the following procedure:

CPI for past time 250.5 »
Divided by CPI for current time 263.4
Equals 0.951
Multiplied by current dollars x$1,u00.C0
Equals past dollars $951.03.

Cost of Living 75
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The above example illustrates that 31,000.00 dollars in Anchorage in September 1982 would be the 
equivalent of S951.03 in September 1981.

A third use of the CPI is lo escalate income and transfer payments. Many union contracts, government 
entitlement programs such as social security and food stamps, and private contractual agreements such 
as leases and child support contain escalation clauses based on the CPI. BLS estimates that a 1% 
increase in the national CPI results in a $2.5 increase in government expenditure.

Although the CPI is frequently reported in the media as the inflation rate or cost of living increase, this is 
technically not correct. The CPI is based on a constant market basket of goods which was last revised in 
1972. cor this reason, it is prices which are measured, not the cost of living. To measure the actual cost of 
living, the market basket would have to be revised more frequently to account for changing consumption 
patterns. It would also have to take into account iving costs such as income taxes, which are not a 
component of the CPI market basket.

M E T H O D O L O G Y

The CPI market basket includes all types of expenditures that typical consumers make, from medical

Tnb le VII-1 
Co»t c l Living M em u io*

CONSUM ER 
PR ICE  INDEX 
(C P I)

URBAN
FAMILY
BUDGET

COST OF 
FOOD AT 
HOME

FEDERAL GOVERNMENT 
COST LIVING 
ADJUSTMENT

Description M easu res Ra le  
ot Change in 
P rice  o l a 
F ixed Market 
Basket o l G oods 
Relative lo  a 
B a se  Year o l 1967

Estimated Income 
By Expenditure 
N ecessary lo  Support 
Assumed Standard* ol 
Living in a Hy­
pothetical family o l 
4 at Low. Intermediate 
and High Budget 
Levels

Cost ot Food.
Wood, Fuel. Electricity 
lor Various Family 
G roups lor a Week

Price Survey o l Cost 
o l Living Dilfenmtials 
lo r Federal 
Governmeni Workors

Responsible
Agency

U S Dept o l Labor 
Bu reau  o l Labor 
Statistics

U G Dept o l Labor 
Bureau o l Labor Stti- 
is le s

University o l A laska 
C ooperative Extension 
Service

U S O llicc ol Personnel 
Management

Sou ice o l 
Oala

Bureau o l Census 
Monthly Survey 
o l P rices

Bureau o l Census 
Price Survey and 
Consumer Puce Index

Price Survey Price Survey

Time Pcnnd Bimonthly (Anch ) 
Monthly (U S ) 
Annual

Autumn ol 
Each Year 
(Discontinued 
after 1981 )

Quarterly Annual

Industry
Detail

N one None None None

Geographic
Detail

8 5  A reas 
2 8  SMSA's 
4 Regions (South. 
Northeast. N oilhccntral, 
W est) lor 5 P op ­
ulation c la sses .
3 6  Se lect A reas 
U S City Average

24 Major Metro­
politan Areas. 4 
N onmeltopo lilan Areas 
Anchoiage 
Urban U S Average

Select A laskan 
Communities. A laska 
and U S

\

Anchorage. Fairbanks 
Juneau , Ba lance o l Stale 
and Washington. D C

Published in BLS News 
R e le a se s

BLS News 
Re leases

Cooperative 
Extension Service 
Newsletter

O llice o l Personnel
Management
Newsletter
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'■Trlr V

services and fuel, to food and entertainment. Each month, Bureau of Census employees check actual 
prices in all surveyed urban areas.

Survey results are given to BLS and the CPI is computed by assig ting weights to each good, depending 
on the importance of the good in the average consumer's expenditures. An index is available for 
individual components as well as a total for all items.

There are 2 sets of weightings, one for all urban consumers, and the other for wage and clerical workers 
which result in 2 CPI’s for each urban area. The all urban ccnsumerC?\ (CPI-U) approximates the buying 
habits of 80% of the noninstitutional civilian population. The wage and clerical CPI (CPI-W) approximates 
the buying habits of 40% of noninstitutional civilian population. The all urban cu/uumcrjCPI was begun in 
1978. Previously only the wage and clerical CPI was available.

The form the CPI takes Is a number rounded lo one decimal place comparing the current cost of the 
market basket to the cost in an arbitrary base year. The base year currently being used is 1967. Rebasing 
of the index was scheduled for 1980 but has been indefinitely postponed due to federal budget 
constraints.

H O M E O W N E R S H I P  M E T H O D O L O G Y  REVISION

Beginning in January 1983 for the CPI-U and January 1985 for the CPI-W, the method for calculating the 
homeownership component will be changed. Currently, BLS surveys house sale prices and mortgage 
prices to calculate the homeownership component. In Anchorage, the housing component is about 50% 
of Ihe total for both CPI's, with homeowhership constituting a large portion of housing. BLS does not 
include Alaska Housing Finance Corporation (AHFC)-financed houses or loans in its survey. A H F C  
finances almost all house sales in Anchorage. BL̂ S, lacking sufficient sample in Anchorage, uses prices 
from similar-sized cities in the Western region as a substitute. While this' procedure is satisfactory in 
many instances, in this case the result is a seriously flawed CPI, as Anchorage housing and mortgage 
prices have changed differently than the prices which are used as a substitute.

T ab l*  V II-2  
Fa lrbnnka CP I 

Feb ru a ry  1978  lo  Feb ru a ry  1982  1 /

W ngo and A ll U rban
C lo rica l C on sum o rs

1979 Fobruary 1C 1.0 100 .0
April 101 .6 101.4
Juno 103.7 103 .9
August 105 .5 105 .2
O c lobo r ICO 1 1 0 0 2
Decem ber 107 .9 107 .9

1900 Fobruary 1 1 0 4 110 .2
April 112 0 112.7
Juno 113 .5 113.4
August 115.1 110 .0
Ociober 117.0 117.4
Docornbor 119 6 119 .3

1981 Fobruary 121 0 121 .5
\pril 1 2 3 6 123 2
Juno 124 9 124 3
August 125.7 1 2 5 3
O ctobo' 1 2 6 2 1 2 5 8
Docornbor 126 0 126 7

1902 Fobruary 1 2 0 0 120 1

,c ourco: U S, Department o l L abor, Bureau o l L abor S la lis lics . 

1/ Discontinued due to budget constraints.
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adoptions, child in need, domestic violence if child custody is an 

issue, or guardianship of a minor. By accelerating steps in the 

appellate process, which are explained in detail in the 

recommendations, final decisions would be obtainable in these

cases within not more than 170 days from judgment. „---

G . District Court Jurisdiction

The personal injury and commercial task forces concluded that 

the monetary jurisdiction of the District Court is unrealistically 

low and would appreciably reduce the number of cases in the 

Superior Court if increased. This in turn would presumably 

expedite the processing of cases in the Superior Court. The task 

forces therefore recommended increasing District Court c,

jurisdiction to include actions involving up to $25,000. As both 

;ommendations are virtuaTly identical, the recommendation is 

included in this report in the personal injury recommendations 

only at page 33.

H • Civil Rule 41: Voluntary Dismissal

Both the personal injury and the commercial task forces have 

recommended changes to Civil Rule 41 to assure that cases are not 

voluntarily dismissed to avoid court control of caseflow. The 

personal injury task force recommends that a case governed by its 

proposed new Civil Rule 16.2 may not be dismissed without approval 

by the court. The commercial task force recommends additional 

language to Civil Rule 41 requiring certification of the reasons 

for dismissal.



V .  PERSONAL IN JU R Y  TASK FORCE RECOMMENDATIONS

t h a n t h e  f i f t h  d a y p r e c e d i n g t h e

1 ) p h o t o g r a p h s 6 )
2 ) s t a  t e m e n t s 7 )
3 ) d i a g r a m s 8 )
4 ) i n v e s t i g a t i v e r e p o r t s 9 )
5 ) c o n t r a c t s

The task force recommends the following addition to existing 
Civil Rule 16 to provide for status conferences.

A . New Civil Rule 16.2: Status Conference

(a) A status conference shall occur in each action filed in 
the Third District in which any party seeks damages for 
injury to person or property. The Judge in whose court 
the action is pending shall schedule and conduct the 
conference not mo; e than 30 days following the last day 
on which a response to the complaint could have been 
filed. If service of process has not been completed the 
p a n i e s  shall notify the court and the conference shall 
be continued until 30 days after service is completed.

(b) Each party shall funish to the other parties the 
following items or information and shall do so not later

tatus conference:

medical reports and bills 
tax returns 

insurance policies 
expert witness reports

The documents to be produced are examples of those which 
would be subject to discovery under Civil Rule 34.

(c) Each party shall attend the status conference in person or 
by counsel and shall be prepared to specify the discovery 
planned by that party. It is the intention that this Rule 
and the conference held herein be held after the parties 
have produced as much discoverable information about the 
incident complained of as possible in order to permit 
realistic evaluation of the case for possible settlement 
purposes or to draft a realistic litigation schedule to 
bring the case to conclusion within one year.

(d) The Judge shall enter an order at the conclusion of the 
conference (1) setting a date not more than 180 days 
following the conference by which discovery shall be 
completed by all parties; (2) setting a date not more than 
120 days following the conference for a second status 
conference if the Judge is persuaded for good cause that 
discovery car.not be completed within 100 days; (3) 

scheduling a pretrial conference, as provided in this Rule, 
not more than 30 days following the date set. if any, for 
completion of discovery. .



(e) In all cases where it appears to the court that the case 
should be considered as a complex case, then the court 
shall issue an order exempting the case from the time 
constraints of this Rule. The request for exemption 
shall be by motion under Civil Rule 77.

(f) The Judge in whose court the action is pending shall 
order a party or counsel who fails to comply with any 
order issued pursuant to this Rule to pay $200 for the 
first, $300 tor the second, and $500 for each subsequent 
act of noncompliance. The Judge by written order may 
reduce, suspend, or eliminate an otherwise required 
payment upon a written and verified showing of good cause 
filed with the Court by which a party or counsel 
establishes that noncompliance was excusable.

(g) All sanctions for violations of this Rule shall be 
considered under the provisions of Civil Rules 37 and 95.

(h) A case assigned under this rule may not be dismissed 
under Civil Rule 41 without approval of the Court. Any 
stipulations between the parties or attorneys as to 
anything scheduled under this rule are invalid until 
approved by the court and the parties may not rely on 
such stipulation as an excuse to fail to comply with time 
limits, etc. unless the court has approved the same.

Jurisdiction of the District Courts should be increased

B. District Court Jurisdiction

to encompass actions in which the amount of monetary damages 
involved does not exceed $25,000.
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