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Renewal for Bid Price Redetermination
Using the Bureau of Labor Statistics

For all school food authorities (SFAs) to renew bids with economic price adjustments or price redeterminations, the contract must be tied to an appropriate standard or cost index. Relating the price redeterminations in a contract to an index allows the SFA to ensure that the increases under the contract are not without basis. The indexes utilized are the Producer Price Index (PPI) and the Consumer Price Index (CPI). 

The PPI program measures the average change over time in the selling prices received by domestic producers for their output. The prices included in the PPI are from the first commercial transaction for many products and some services. 

The CPI program produces monthly data on changes in the prices paid by urban consumers for a representative basket of goods and services. SFAs may use either index to measure price redeterminations. Price indexes are available for the U.S.; the four census regions; size of city; cross-classifications of regions and size-classes; and for 26 local areas. Indexes are available for major groups of consumer expenditures (food and beverages, housing, apparel, transportation, medical care, recreation, education and communications, and other goods and services); for items within each group; and for special categories, such as services. 

Go to https://www.bls.gov/data/. This site shows the “Inflation & Prices” categories for both CPI and PPI. The CPI can be more specific to regions, but both indexes are allowed for measuring bid price redetermination.

For CPI:
1. Choose “All Urban Consumers (Current Series).”
2. Click “Top Picks” (blue box with gold star).
3. Check the best category for the bid being re-evaluated. For example, “U.S. Food and Beverages” may be the best choice for the general food items.
4. Click “Retrieve Data.” An Excel table showing the last 10 years by month for the “Consumer Price Index–All Urban Consumers” category will be generated.  




For PPI: 
1. Choose “Commodity Data including ‘headline’ FD-ID indexes.”
2. Click “Top Picks” (blue box with gold star).
3. Check the best category for the bid being reevaluated. For example, if a bread bid is being measured, the best pick may be grains.
4. Click “Retrieve Data.” An Excel table showing the last 10 years by month for the “Producer Price Index–Commodities” category (that was chosen) will be generated.  

For calculating the acceptable price comparison percentage:
· Using a designated CPI or PPI table, find the current index period’s (month) number and the base index period’s (month) number.
· Subtract the base from the current. 
· Divide this number by the base. 
· Multiply the result by 100 to obtain the allowed percentage change. 


Formula to establish the allowable percentage change:
Figure A—CPI for established price index for the latest/current month (SFA-specified month) published.
Figure B—CPI for established price index for the base period (usually one year prior to current month published; depends on bid conditions as specified by the SFA).

Figure A – Figure B =               x 100 = Allowable Percentage Change
          Figure B

 Example: 
Current Value (from the latest/current month published): 182.7
Base Value (from the one year prior): 177.2

 182.7 – 177.2 = .031 x 100 = 3.10 percent
         177.2
In this example, the 3.10 percent represents the allowed price percentage increase.

Refer to the Excel tool, “Bid Price Redetermination Using the Bureau of Labor Statistics.” This will calculate the allowable percentage change. 
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