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MINUTES OF THE INTERNATIONAL COMPARISON PROGRAM
TECHNICAL ADVISORY GROUP
DECEMBER 7-8, 2022
Hybrid meeting

Welcome and meeting objectives

The Technical Advisory Group (TAG) of the International Comparison Program (ICP) held a hybrid meeting
on December 7-8, 2022.

The main objectives of the meeting were to discuss the ongoing ICP 2021 cycle, the impact of both the
COVID-19 pandemic and the war in Ukraine on the cycle, new uses of ICP PPPs and data, and progress on
the ICP research agenda items, as per the meeting agenda provided in Annex 1. In attendance were the
TAG Chair, Alternate Chair and members, guest speakers and observers, representatives from the
Regional Implementing Agencies, and staff from the World Bank ICP Global Office, which serves as TAG
secretariat, as listed in Annex 2. The public meeting documents and presentations are available on the ICP
website.

Angus Deaton, Chair, invited Haishan Fu, World Bank Chief Statistician and Director, Development Data
Group, World Bank, to make opening remarks. She noted that the ICP 2021 cycle had been unique, with
the onset of COVID-19 and the war in Ukraine impacting data collection and participation. Nonetheless,
the implementing agencies and the ICP Inter-Agency Coordination Group had worked hard to mitigate
arising risks. She also noted that the 2017 PPP were used to update the World Bank International poverty
lines and the use of ICP data in new diet cost and affordability indicators. She finished by thanking the
TAG for their continued guidance and expertise.

The Chair welcomed all TAG members and attendees, noting that some were in DC in-person while others
joined the meeting virtually. The Chair also noted that while PPP uses are in general increasing, the use of
PPPs in media is uneven and further outreach directed especially towards journalists could help address
the issue.

Session I: Update on the ICP 2021 Cycle

Marko Rissanen, World Bank, made a presentation on the status of the program, covering the overall
timeline, program participation, and survey status; data submission and assessment status; an update on
the replicability and transparency of ICP results; governance and coordination activities; and knowledge
and outreach activities and recent uses. The following key ICP 2021 updates were presented to the TAG:


https://www.worldbank.org/en/programs/icp/brief/tag-meetings
https://www.worldbank.org/en/programs/icp/brief/tag-meetings

The number of participating economies for the ICP 2021 cycle is expected to be similar to the ICP
2017 cycle, during which 176 economies participated. The ICP 2021 cycle results are scheduled
for release in Q4, 2023. Operational activities are still ongoing in all ICP regions according to
schedule, despite the delays in selected regions and economies caused mainly by the disruptions
brought about by the COVID-19 pandemic.

The ICP Regional Implementing Agencies are working closely with the participating economies to
ensure that all required data for estimating purchasing power parities (PPPs) is available.

The data submissions received as of December 2022 show a positive completion rate for the main
household consumption survey, both in the number of economies that have already submitted
the data, as well as the number of global core list items covered. Regarding non-household
surveys, the completion rate is lower, as these surveys are either ongoing or still pending
validation at the regional level.

The main risks facing the ongoing ICP 2021 cycle are related to the disruptions and delays caused
by the COVID-19 pandemic, and include the comparability of data, timeliness of survey schedules
and reliance on extrapolation methods. In addition, the linking of the Commonwealth of
Independent States (CIS) Region via the OECD comparison and Russia will no longer be possible
due to the suspension of Russia from the OECD comparison. As a result, an alternative approach
is required in order to ensure that the CIS results can be linked into the global set of results.

The ICP 2021 cycle is further reinforcing the replicability and transparency of ICP results, based on
the extensive work carried out during the ICP 2017 cycle, by expanding the existing programing
code and documentation, as well as increasing the reliance on online databases and validation
tools.

Recent notable uses of ICP data include: (i) the update of the World Bank’s international poverty
lines with 2017 PPPs; (ii) the launch of the Food Prices for Nutrition DataHub and the UN’s report
“The State of Food Security and Nutrition in the World 2022” which use ICP price and expenditure
data in their analysis; and (iii) the proposals to use PPPs in the World Bank’s income classifications.

The TAG acknowledged the progress of the ICP 2021 cycle under particularly challenging circumstances,
while noting that the quality, comparability and use of ICP 2021 cycle results would need to be carefully
assessed. The TAG welcomed the new uses of ICP data, noting that while the TAG may provide feedback
on these novel applications, it will not endorse the methods nor any of the conclusions that may be drawn
by users. The TAG also discussed the potential feasibility of using data collected in 2022 to estimate PPPs
for years beyond 2021 on an experimental basis.

Session Il: ICP and COVID-19

COVID-19 and Eurostat-OECD PPP results for 2019, 2020 and 2021

Paul Konijn, Eurostat, and Pierre-Alain Pionnier, OECD, made a presentation on COVID-19 and Eurostat-
OECD PPP results for 2019, 2020 and 2021. The following conclusions were presented to the TAG:

The impact of the COVID-19 pandemic on consumer goods surveys was stronger in 2020 than in
2021, which led to a higher reliance on online sources and phone surveys. The impact on capital
goods surveys was mostly due to the disruption of supply chains, which increased prices overall
for materials and equipment, while labor costs remained relatively stable.



— The COVID-19 pandemic had a significant impact on GDP expenditures in 2020 and 2021, both in
levels and structures. This impact was more noticeable on the composition of household
consumption, where food and housing expenditures increased, while expenditure on transport
and hospitality services decreased.

The TAG discussed these findings, in particular the impact of the COVID-19 pandemic on the expenditure
weights of healthcare. Although some preliminary and quarterly data suggested a decrease in the volume
of medical treatment, this data was subsequently revised. For the Eurostat Hospital Survey, PPPs are
calculated based on a quasi-price and volume indicators, where the expenditure decrease was not
observed. Another topic of discussion was how the unavailability of certain products and services affected
the overall expenditure in those categories. It was noted that prices were collected when available
throughout the year, or extrapolated from previous years, and the unavailability of those products and
services will be reflected in lower expenditures.

Accounting for arising parallel exchange rate markets after the pandemic

Kathryn Young, World Bank, made a presentation on “Accounting for arising parallel exchange rate
markets after the pandemic”. Recognizing that this phenomenon has become more prevalent in low-
income economies over the past years, the World Bank conducted a pilot survey to collect data on parallel
exchange rates and calculate composite rates. The following conclusions were presented to the TAG:

— Conversion from Local Currency Units (LCU) to US dollars can be undertaken with a composite
factor reflecting exchange rates in which transactions have occurred, i.e., a weighted average of
exchange rates effectively in use. The appropriate method to calculate composite rates should,
however, be determined on a case-by-case basis depending on the availability of exchange rate
data and weight information.

— In cases where different official exchange rates exist, applied to the imports of critical goods and
services, it is necessary to determine the value of each category relative to total imports and apply
the respective exchange rate. Another method relies on local information to assess which
transactions are undertaken at official vs. parallel market exchange rates. These rates are applied
to the expenditure shares of GDP components in order to calculate a weighted average exchange
rate.

—  Further steps will involve the refinement of calculation methods and data coverage, maintaining
a database of available information on parallel exchange rates, and working with partner agencies
to establish best practices.

The TAG acknowledged the potential implications of this phenomenon for the ICP, namely through the
use of market exchanges to calculate Price Level Indexes (PLIs) and the use of reference PPPs for specific
expenditure headings, and noted the need for further assessment as more data becomes available.
Additionally, the World Bank is to coordinate with Regional Implementing Agencies on the countries that
have a prevalence of parallel exchange markets and provide regional coordinators with the composite
exchange rates that are being calculated and published in the World Development Indicators (WDI).
Regarding the possible use of different exchange rates for each expenditure component when calculating
PLIs, while this may be appropriate in some cases, it would create confusion among users, and therefore
it is preferable to use a single composite exchange rate for all expenditure components.



Session llI: ICP and the War in Ukraine

Marko Rissanen, World Bank, made introductory remarks on the risks emanating from the war in Ukraine
on the ICP 2021 cycle. The following presentations reflect the perspectives of OECD and the Interstate
Statistical Committee of the Commonwealth of Independent States (CIS-STAT) on the regional
implications emanating from Russia’s suspension from OECD, as well as a preliminary assessment of the
impact of linking CIS via the standard linking approach presented by the ICP Global Office.

Pierre-Alain Pionnier, OECD, made a presentation on the impact of excluding Russia from the Eurostat-
OECD PPP Programme with the following conclusions:

Based on 2017 results, excluding Russia from the Eurostat-OECD PPP Programme has a very
limited impact on the PPPs of other OECD countries.

For Russia’s PPP time series between 2017 and 2021, it is yet to be decided which PPPs should be
used: either the 2017 PPPs (previous ICP benchmark year) or 2018 PPPs (latest final OECD PPPs).

Andrey Kosarev, CIS-STAT, made a presentation on the situation at the regional level with the following
conclusions:

It was recognized that it is not possible to maintain the earlier methodology of linking the CIS
Region via Eurostat-OECD; however, it is desirable to minimize the impact of the methodological
change and thus lessen possible breaks in the Global ICP time series.

CIS region has incorporated the ICP Global Core List (GCL) items into the regional program since
ICP 2011, while additional efforts are being carried out during the current cycle to ensure
feasibility of linking all GDP components.

Application of productivity adjustments at regional level is not preferred.

Marko Rissanen, World Bank, made a presentation on the impact of linking the CIS region via the Global
Core List approach on CIS and global results with the following conclusions:

Linking the CIS region via the GCL approach is operationally and technically feasible and can be
considered superior to linking via a single "bridge" country, which has several disadvantages,
while it would also minimize the exceptions in the global calculation. However, a more thorough
assessment can only be done when revised global ICP 2017 and draft global ICP 2021 results
become available.

The impact assessment of including CIS as the 6™ region into the global linking revealed a very
limited impact on other ICP regions.

The impact within the CIS region is more apparent, particularly for the gross capital formation
aggregate, due to its reliance on a single country to link the CIS to the Eurostat-OECD region in
the context of the simulation exercise, due to the lack of construction price data from other CIS
economies. For the ICP 2021 cycle, however, all CIS economies are collecting ICP construction
price data that will be subject to national, regional and global validation, while the linking at the
global level will follow the ICP standard approach.

The ICP Global Office will continue to access the results as new data becomes available, including
the revised ICP 2017 results, preliminary ICP 2021 results and global 2017-2021 timeseries. A
further assessment will be prepared for the Spring 2023 ICP TAG meeting.



Yuri Dikhanov, World Bank, made a presentation on the different possibilities for the treatment of
productivity adjustments (PA) for linking CIS in the ICP 2021 cycle:

— Scenario 1: Attempt to simulate the ICP 2017 linking approach for household consumption;
— Scenario 2: Link CIS to the global ICP directly using PA in linking, but no PA within the region;
— Scenario 3: Link CIS to the global ICP directly using PA in linking and within the region;

— Scenario 4: Link CIS to the global ICP directly without using PA in linking and without using PA
within the region.

He noted that Scenario 3 is the one mostly aligned with the standard linking methodology followed by
other ICP regions, however, Scenario 2 is also being followed for the Eurostat-OECD region.

The TAG considered these presentations and noted that it is desirable to follow the standard ICP
methodology whenever possible and reduce exceptions, including in the application of productivity
adjustment; linking the CIS region via the standard ICP approach does not appear to have a significant
impact on the global ICP results; and the treatment of non-household surveys and productivity adjustment
factors requires further analysis using the latest data for 2021. This topic will be reassessed at the next
TAG meeting.

Session IV: New Uses and Applications of ICP PPPs and Data

Nutrition as a Basic Need: A New Method for Utility-Consistent and Nutritionally Adequate Food Poverty
Lines

Derek Heady and Kristi Mahrt, International Food Policy Research Institute (IFPRI), gave a presentation on
“Nutrition as a Basic Need: A New Method for Utility-Consistent and Nutritionally Adequate Food Poverty
Lines”. The conclusions of the paper are the following:

— The paradigm of food security has shifted in recent years from a focus on energy sufficiency, or
absolute caloric intake, to a new paradigm that focus on healthy dietary standards and food
preferences.

— Based on this new paradigm, energy-based poverty lines should be replaced with food-based
poverty lines, which consider dietary guidelines and cultural preferences. The authors suggest
that setting poverty lines according to a nutritional standard could help reconcile gaps between
poverty and malnutrition rates.

— The ICP data was instrumental for the authors’ research, but more granular data would be useful.

The TAG noted the research and asked for feedback on the use of ICP data for this purpose. The authors
suggested that more disaggregated expenditure classification would be useful and also that item lists
could consider nutrient content of food items. It was noted that ICP prices and expenditures reflect
national averages, while the global lists are designed around the concepts of representativity and
comparability, and hence they may not necessarily reflect poorer households’ consumption.



Using PPPs in the World Bank’s The Changing Wealth of Nations

Robert Inklaar, University of Groningen made a presentation on using PPPs in the World Bank’s Changing
Wealth of Nations. The current practice of the Changing Wealth of Nations (CWON) database is to deflate
wealth denominated in local currency units for a given base year (e.g., 2018=1) by the respective market
exchange rate of the base year. The presentation discussed two conceptual approaches to improve the
CWON database. The conclusions were the following:

— A consumption-based approach measures wealth as a store of value for future consumption.
Thus, real wealth may increase from higher quantities of assets or higher asset prices relative to
consumption prices. This approach places the focus on sustainability as it values the potential for
future consumption.

— A production-based approach measures wealth as productive capital, requiring accounting
weights and volumes of each productive asset to construct an aggregate index. This approach
requires an implementation agenda for short-term and long-term measurement.

The TAG discussed the challenges of wealth measurement, in particular: how to account for natural capital
and sustainability; how to account for different skills in human capital; how to account for the value of
land; how to reconcile the consumption and production approaches, since one is based on the present
value of future flows while the other approach is based on existing stocks; and how to reconcile high rates
of extraction, which increase the present value of wealth, with sustainability. Caution was also voiced
regarding the interpretation of consumption-deflated wealth measures as indicators of sustainability.

Using PPPs in World Bank income classifications

Catherine Van Rompaey, World Bank made a presentation on the potential use of PPPs to update the
World Bank’s income classifications with the following conclusions:

— The World Bank support for using PPPs in country income classifications dates back 40 years, but
has so far not been implemented, as PPP calculations at the global level lacked the methodological
stability and regularity to make it viable.

— With the current status of the ICP program, these issues have been resolved, as the ICP has yielded
PPP measures of improved quality and frequency, anchored in regular ICP benchmarks. This is
also evidenced with the adoption of 2017 PPPs in critical application, such as global poverty
measurement.

— The resulting PPP-based GNI per capita measures are comparable and aligned with the World
Bank’s measurements objectives, therefore the PPP-based method could be adopted to classify
economies by income levels for both analytical and operational uses.

The TAG welcomed these developments and discussed appropriate measures for level of development
and material wellbeing, appropriate deflators for the chosen measure of material wellbeing, and
mechanisms to set and update classification thresholds. It was noted that the current procedures depend
on the ranking of countries by GNI per capita, and that such rankings are not very sensitive to the choice
of PPP or Atlas exchange rates. If the change is made, it will be necessary to be well-prepared to defend
the PPPs of countries whose income classification is altered by the switch to PPPs.



Session V: ICP Research Agenda

Item 01: Compilation of PPP Time Series: Revising previous benchmark results and estimating PPPs beyond
the current benchmark year

Marko Rissanen, World Bank, made a presentation on item 1 of the research agenda: Compilation of PPP
time series addressing revising previous benchmark results and estimating PPPs beyond the current
benchmark year. The following main items were identified for discussion by the TAG:

— During the previous ICP 2017 cycle, 2011 PPPs were revised while keeping the linking factors in
principle unchanged. However, revising the linking factors has the advantage of reflecting
properly all regional data and any potential regional composition changes. Hence, for the ICP 2021
cycle, when the revised ICP 2017 results are calculated, the 2017 linking factors could be revised.

— Currently, the ICP does not publish any PPPs beyond the benchmark year. The World
Development Indicators (WDI), and other data sources, extrapolate the PPPs beyond the
benchmark year using CPIs and national accounts deflators. In addition, it is possible to
incorporate the Eurostat-OECD annual PPPs into WDI, since they are the base region. However,
this is not possible for other regions, as results beyond the most recent ICP benchmark year are
not linked into to the global set of PPPs. Hence, it was considered whether the ICP should estimate
PPPs beyond the benchmark year based on the annual PPP approach.

The TAG supported recalculation of linking factors when the previous ICP benchmark year results are
revised, as best practice. This approach would also allow to update the housing linking factors, which are
estimated based on various datapoints, which may be subject to revisions. However, it was stressed that
in principle any underlying price data should not be revised. The TAG will revisit the topic at the next
meeting based on empirical findings.

Regarding estimation of PPPs beyond the current ICP benchmark year, the TAG considered the annual PPP
approach as potentially feasible; however, any approach adopted should support an overall aim to
produce frequent annual PPPs. In addition, it was stressed that any devised approach should take into
account available resources at national, regional and global levels.

Item 02: PPPs and Real Expenditures for Dwelling Services: Compiling housing PPPs and real expenditures
in Asia and the Pacific

Kaushal Joshi, the Asian Development Bank (ADB), made a presentation on item 2: PPPs and Real
Expenditures for Dwelling Services focusing on compiling housing PPPs and real expenditures in Asia and
the Pacific. This presentation was based on recent research by the ADB using a hybrid approach between
rental and volume measures to compile housing PPPs. The conclusions were the following:

— Based on calculations from available data, results are reasonably comparable for 2021 and 2017
for both rental and volume methods. However, data collections are still ongoing and subject to
revisions.

— For the rental approach, PPPs will be adjusted to account for quality differences using a measure
of real incomes per capita.

— Forthe volume approach, new indicators are used, such as electricity kwh per capita (residential),
sanitation facilities (sewer and septic connections), and housing materials to adjust for quality.

— Selected economies with plausible data from both approaches will be used as bridge economies.
Their results will be analyzed for consistency with official results for both 2017 and 2021.



The TAG welcomed the development on this research, particularly in Asia, which has a wide range of
income levels between economies, therefore accounting for quality differences in housing is particularly
challenging. It was suggested that some of the new quality measures such as electricity consumption and
housing materials might be correlated and, in that case, there might be an overcorrection, if both
indicators are taken at the same time. Additionally, it is necessary to reevaluate this new methodology
using ICP 2021 data, as well as revised ICP 2017 data.

Item 04: Fine Tuning Global Linking Procedures: Shortcomings in the global linking method, possible fine-
tuning, and improving the global linking method

Yuri Dikhanov, World Bank made a presentation on shortcomings in the global linking method and
possible fine-tuning, relating to item 4 of the research agenda: Fine Tuning Global Linking Procedures.
Sergey Sergeev, Independent Consultant, gave a presentation on Improving the global linking method
under the same item®. Their conclusions can be summarized as follows:

— The current linking procedure assigns more weight to regions with a higher number of economies.
As linking factors are calculated between regions, those with a higher number of participating
economies also have a higher impact on global results. This is not necessarily a desirable outcome
and there is a noticeable effect at the basic heading level. Two alternative methods were
suggested, which treat each region equally thus neutralizing their weights, while also having
potential quality benefits.

— Another proposal that treats all regions symmetrically, is to compute the linking factors based on
the regional geometric mean of average prices, as opposed to the geometric mean of individual
economies within each region. This method would require a definition of item importance at the
regional level, but the linking factors would not be affected by the number of economies in each
region.

The TAG acknowledged these suggestions and findings; however, the TAG also stressed the paramount
importance of keeping the ICP methodology stable. Moreover, no consensus was reached on whether
regions should be given the same “weight” regardless of their number of economies.

Item 12: Exploring Innovations in Technology and Data Sources for PPP Measurement: Exploring the use
of new data sources for PPP measurement

Brian Graf, IMF, made a presentation on exploring the use of new data sources for PPP measurement for
item 12 of the research agenda: Exploring Innovations in Technology and Data Sources for PPP
Measurement. The findings were based on a survey the IMF has been conducting with national statistical
offices (NSOs) since 2019. The conclusions at this stage are the following:

— There has been a significant increase in the use of alternative data sources, which intensified with
the COVID-19 Pandemic. These sources include internet collection, web scraping, scanner data,
administrative sources, and others.

— The IMF has been providing Technical Assistance to countries which includes the use of alternative
data sources and for the FY 2023 an additional 5 countries are expected to integrate the program.

! The respective presentation also covered the approach for housing linking; however, due to time restrictions the
TAG did not cover that topic.



— The IMF is scheduled to prepare a joint guidance note with the ICP on “Using alternative sources
in the collection of CPl and ICP prices”.

The TAG welcomed the work done and suggested that ICP could benefit from improved metadata on
alternative data sources, which are gaining increasing relevance in price data collection across countries.
It was also noted that further cooperation between the ICP Regional Implementing Agencies and the IMF
on technical assistance workshops would be beneficial for all parties.

Any other Business

The TAG agreed to hold the next meeting in Spring 2023.



Annex 1: Meeting Agenda

09:00 am - 09:15am Welcome and opening remarks [World Bank, Chairs]
SESSION I: Update on the ICP 2021 cycle

09:15am-10:30am Update on the ICP 2021 cycle [World Bank]

Overall timeline, participation, and survey status

Data submission and assessment status

— Update on replicability and transparency of ICP results

Governance and coordination activities

Knowledge and outreach activities and recent uses
10:30 am - 10:45 am Break
SESSION Il: ICP and COVID-19

10:45 am-11:30am COVID-19 and Eurostat-OECD PPP results for 2019, 2020 and 2021 [Eurostat and
OECD]

11:30 am -12:30 pm Accounting for arising parallel exchange rate markets after the pandemic
[World Bank]

12:30 pm - 02:00 pm Lunch
SESSION IlI: ICP and the War in Ukraine

02:00 pm —03:45 pm The impact of the war in Ukraine on the 2021 cycle of the ICP [World Bank, OECD,
and CIS-STAT]

Introduction

Impact on Eurostat-OECD PPP Programme results

— Commonwealth of Independent States’ (CIS) perspective

Impact on CIS and other regions’ results
03:45 pm - 04:00 pm Break
04:00 pm — 05:00 pm The impact of the war in Ukraine on the 2021 cycle of the ICP (Cont'd)

Day 2: Thursday, December 8, 2022

SESSION IV: New Uses and Applications of ICP PPPs and Data

09:00 am —09:45 am Nutrition as a Basic Need: A New Method for Utility-Consistent and
Nutritionally Adequate Food Poverty Lines [IFPRI]

SESSION V: ICP Research Agenda
09:45am-10:30 am Item 01: Compilation of PPP Time Series
—  Revising previous benchmark results [World Bank]

—  Estimating PPPs beyond the current benchmark year [World Bank et al]
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10:30 am —10:45 am
10:45 am -11:30 am

11:30 am - 12:30 pm

12:30 pm —02:00 pm
02:00 pm — 2:45 pm

Break

Item 02: PPPs and Real Expenditures for Dwelling Services

—  Compiling housing PPPs and real expenditures in Asia and the Pacific [ADB]

Item 04: Fine Tuning Global Linking Procedures

— Shortcomings in the global linking method and possible fine-tuning [World Bank]
— Improving the global linking method [Independent expert]

Lunch

Item 12: Exploring Innovations in Technology and Data Sources for PPP
Measurement

—  Exploring the use of new data sources for PPP measurement [IMF]

SESSION IV (Cont'd): New Uses and Applications of ICP PPPs and Data

02:45 pm - 03:30 pm

03:30 pm —03:45 pm
03:45 pm - 04:30 pm
04:30 pm —05:00 pm

Using PPPs in the World Bank’s Changing Wealth of Nations [University of
Groningen, Statistics Canada, and University of British Columbia]

Break
Using PPPs in World Bank income classifications [World Bank]

Any other business and closing remarks [Chair]
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