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FIGURE II
Weighted Distribution of Regular Price Changes

TABLE IV
FRACTION OF PRICE CHANGES BELOW SIZE THRESHOLDS

Sample |dpit| < 5% |dpit| < 2.5% |dpit| < 1%

Posted prices 0.398 0.234 0.113
Regular prices 0.443 0.254 0.121
Like prices 0.427 0.248 0.120

Notes. Samples run from January 1988 through January 2005 and include data from the top three
urban areas. All data are from the CPI-RDB. Regular prices are posted prices excluding sale prices. Like
prices compare a regular (sale) price only to the previous regular (sale) price. Entries are weighted mean
fractions of price changes that are smaller than 5%, 2.5%, or 1% in absolute value; |dpit | = the absolute
size of price changes. Weights are based on the BLS consumer expenditure surveys and unpublished BLS
point-of-purchase surveys.

price changes in each bin. The weights on each individual price
change are the ω̂it weights used in (2). The histogram shows that
both large and small price changes are common, as are both price
increases and price decreases. The corresponding histogram for
posted prices is similar, though with thicker tails.

Table IV provides greater detail on small price changes.
Around 44% of regular price changes are smaller than 5% in
absolute value, 25% are smaller than 2.5%, and 12% are smaller
than 1%. Midrigan (2006) finds many small price changes in
the Dominick’s data as well. He points out that such small price
changes are hard to reconcile with the large menu costs needed
to rationalize the large average price changes. The GL model, for


