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Personal consumption expenditures were estimated in purchaser
values on a commodity basis for 55 categories. An average ratio of
each expenditure category to aggregate disposable income was com-
puted by relating consumption to income, relative prices, and time.
Although various functional relationships were tested for goodness
of fit, the regression equations used to derive all the estimates were
of the general form:
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where;

X, =personal consumption expenditures in constant 1954 dollars
for the i-th commodity
i=1,2,..55
Y =disposable personal income in constant 1954 dollars
Z, =an index of relative prices for the i-th commodity
i=1,2,..55
T —time

The parameters were established by using annual values for the 13-
year period 1947-59,

Even though variations in consumption expenditures may be ex-
plained by variations in current income, previous income, rate of
change in income, changes in the price level, interest rates, and
holdings of liquid assets, previous studies indicate that the long-run
variations in consumption are highly correlated to variations in cur-
rent income.*
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