Quality adjustments to the volume measures

1. Usual quality adjustment

* A) Stratifying rental units by type and features as in EU-OECD and ICP
worksheets

* B) Estimating quantitative importance of various housing characteristics from
hedonic regressions based upon rental surveys

* C) Some combination of A) and B), for example, the 1970 ICP2.
2. ICP default quality adjustment when data missing

* A) For example, used in the 2005 and 2011 benchmarks

* B) Linking of the regions for housing in 2011

e C) Quality Adjustments for CIS (Also including central heating)



Asian Development Bank concerns about the
housing quality index for their members

1) Kaushik Joshi thought quality adjustment too small
* A) Some of the very low income countries had large adjustments
* B) But the adjustment for mid income countries was small

* C) So he proposed using international indexes of sanitation in place of the ICP
shares of water and toilet

e 2) We tried the ADB approach on more countries and indices

* A) For share of water and toilet shares of housing we used two sanitation
indexes, JMP and EPI

 B) We then paired the two sanitation measures with two electricity indices

* C) To replicate the 2011 ICP quality estimates, we gave a weight of 2/3 to
sanitation and 1/3 to electricity.



Table 1: Comparison of Quality Measures for Housing in

2011
Qelecjm %Dif 1-
Region | ICP2011 | JMP2/3 | EPI2/3 p Qelecepi 6
o ) 3 4 s 6
41.1 41.3 25.6 35.2 18.9 -54.0
72.9 71.2 51.6 63.7 36.8 -49.5
76.7 74.9 56.2 69.1 42.6 -44 .4
96.2 98.4 90.1 96.3 385.5 -11.1

87.0 91.8 72.0 87.2 62.3 -28.4



Recommendations for Improving Quality Adjusted
Quantity Estimates

* 1. Number of housing units is the only unadjusted volume measure
available for all countries.

2. First modification is use estimate number of rooms or preferably
square meters by filling in estimates countries missing data. The error
of estimation would be the basis for choosing between rooms and
SM.

* 3. The existing quality measures would be modified along the lines
suggested above with perhaps different indicators and weighting.

* 4. The combination of 2 and 3 would be the revised estimate of
quality adjusted quantity for all countries.



