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1. Introduction

This document aims to identify practical steps that can be taken to enhance the level
of integration of the collection of consumer prices for the compilation of Purchasing
power parities (PPP) and for national Consumer price indexes (CPI). This issue has
become important for the sustainability of the International Comparisons Programme
(ICP), but equally offers the potential for the improvement of national CPIs through
the adoption of appropriate ICP methodologies. |

This document is a work in progress and even so must necessarily have modest
ambitions as national CPIs vary substantially from each other while applying
international standards. This draft is mainly based on papers from South Africa, India
and Western Asia which were shared in previous meetings of the task force, together
with ICP and CPI practice in South Africa and sub-Saharan Africa. The document
draws on the recent draft CPl manual (Chp 5 — price collection).

2. Some basic principles

Given that NSOs will sometimes be torn between the desire for integration and the
requirements of the national CPI, these basic principles may assist in decision
making.

e The national CPI will always attract priority over the ICP. The implication of
this is that when faced with a choice that may compromise the national CPI,
the NSO should choose the national CPI.

e Integration should be done at the level of description, rather than prescription.
This principle aims to balance the previous two. The best way for the CPI to
accommodate the different methods of the ICP is to provide for greater
description of each variable.

3. Framework for organising integration

A systematic approach to identify areas of possible alignment and integration is to
use the statistical value chain (SVC) - also known as the statistics lifecycle or
statistical process model. The SVC details the generic sequence of steps required
when undertaking a statistical activity and has been developed under the auspices of
the UNECE, Eurostat and OECD.

The main headings applicable to this discussion are captured in Figure 1.



Figure 1: Statistical value chain
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4. Main areas in which integration can be fostered

1. Selection of products for the ICP

The global list is important to ensure cross region comparisons and each
country has little influence in its compilation.

However countries within a region should contribute to the compilation of the
regional product list. Regional product lists should be formulated by analysing
the baskets of counties in the region and identifying the common products.
Previous versions of the regional ICP list could serve as a reference in
decision making.

A simplified process to compile a regional ICP list could be:

e Countries submit CPI basket products to ICP regional coordinator
e Regional coordinators match products with a rating that indicates the

scope of the commonality

e A cut off point is identified whereby the regional list comprises products

with a certain percentage of country commonality.

Example
Country 1 | Country 2 Country 3 Country 4 Country 5 | Rating Selected Y/N
Product A | x X X X X 5 Y
Product B X X X X 4 Y
Product C | x X 2 N
Product D X 1 N
Product E | x X X 3 Y




In the example there are 5 countries and 5 products. The region decided to include
all products that appear in the national CPI basket of at least 3 countries. This
resulted in products A, B and E forming part of the regional basket. Those countries
that do not have these products in their national baskets would have them as an
additional ICP collection.

It is possible that this process could be divided into two stages. The first takes place
at a subregional level (in Africa this would be SADC, COMESA, ECOWAS etc...)
and the subregional lists are consolidated into a regional list using a similar
methodology.

One anticipated difficulty here is that countries do not have standardised conventions
when defining the level of their basket items...... The regional analysis will have to
find a way to deal with these inconsistencies.

The ideal is to work at the level of “Item name” as used in the ICP global list.

The items on the global core list that are not included in the national CPI basket
would be additional collection. It might be easiest to introduce the additional ICP
products at a time when the NSO is updating its national CPI basket.

2. Design
a) Define variables: The list of variables to be collected goes to the heart of the

methods used to collect price data. The ICP stipulates strict requirements for the

selection of items for pricing. These restrictions may include the type of store, the
brand and the size of a product. It follows that fields are necessary to record this

information.

National CPIs will vary in the extent to which item selection is prescribed. There
will also be variation in the way that prices for different commodities are recorded
which may differ from ICP requirements.

In order for integration to be effective, the variables required for ICP product
selection and pricing must be mainstreamed to the CPI collection. At a minimum,
this means that the CPI should incorporate the concepts used to define products
in the ICP in the design of CPI collection forms and database. These can be
included merely as further description of CPI products, rather than limits to what
may or may not be collected.

The variables required to define the characteristics will vary according to the type
of product, but the ICP global list variables can be a starting point. Standardised
characteristics could be identified per basic heading. Countries should identify
the most important of these to feature on their questionnaires either as tick boxes
or open fields to record information. The more characteristics that can be
recorded the better, but this will depend on the resources and capacity of the
NSO.



Priority should be given to those variables that are essential to the ICP validation
process.

Examples

ICP global criteria for Bread

Brand

Minimum quantity
Maximum quantity
Unit of measurement
Weight per piece

Type
Packaging

Ingredients

Size

Exclude

Specify

Reference quantity

Reference unit of
measurement

b) Design collection form

Price collection forms must contain all the variables identified as necessary for
meeting the objectives of the survey. In many cases, CPI collection forms are basic
and will not contain the variables needed for ICP collection. A redesign of forms will
be required in order to describe the products to the standard required for the ICP.
The layout of the form should incorporate the additional variables in logical flow for
recording, rather than being an ‘add on’.

The exemplar questionnaire below draws on the fields contained in a price collection
guestionnaire in the latest draft of the CPlI manual. This is combined with
terminology and variables required for ICP. The easy to use tabular layout facilitates
multiple entries per sheet.



Example of price collection form with minimum requirements for ICP and CPI

Prices for

June 2018

Collection Date 6 June 2018

Price collector

XXX

Location

Outlet

Megacity

Super store

Outlet typ«Supermarket

Class Bread and Cereals coicop 0111
Item information Product description/presentation Price information
Price number |[Basic heading Item Item code Brand |Product name |Product code Ingredients Packaging Further description Size  |Unit of size| Price |Comments
01 Bread Brown bread 01113.1|Albany Premium brown 01113.1.01{100 % wheat flour [Plastic bag Red and blue 700 gram
bread colouring.
f02 Other cereals |Cornflakes 01114.1|Kellogs Kellogs corn flake 01114.1.01|Maize/ corn Cardboard box Picture of bowl! with (500 gram
cereal and rooster.

03

04

05

06

07




c) Design sample

Geographic sample

Although the ICP by definition has national coverage, in practice a sample of
collection areas is selected. The CPI often has an urban definition, but collection
may also take place in certain rural areas. The scope of CPI collection is also a
function of the resources available to the NSO.

Alignment of ICP and CPI collection areas may eliminate any additional collection
work and expense.

Outlet sample

Statistical offices have different methods for selecting outlets from which to gather
prices. ldeally the CPI should contain a mix of outlets somewhat proportional to the
variety and number available to consumers. In the absence of a formal sample
frame, the actual choice of outlet is often left to the price collector.

In some cases, the ICP specifies that particular products should be priced in
particular outlet types. The key question to consider here is the extent to which the
ICP outlet types are included in the CPI outlet sample. It may be necessary for the
CPI to create a variable “Type of outlet’, the possible answers to which should be
translatable into the ICP prescriptions. This may have benefits for the CPI by
reviewing the mix of type of outlets. It may also be necessary for the ICP outlet
categories to be broadened to accommodate different and changing retailing realities
in different countries.

Product sample

The expansion of the product sample is the main additional workload imposed on the
CPI by the ICP collection. CPI teams will want to keep the number of additional items
to a minimum. A technique to achieve this is discussed above.

3. Collection

a) Support materials and training

Price collection is probably the most important aspect of effectively achieving
integration of the two processes. Integration of ICP can be seen as an opportunity to
enhance the quality of collection for the CPI.

The variables in the exemplar questionnaire form the basis of the information price
collectors



There are two important elements of training to consider. Firstly, fieldworkers must
understand the new variables to be recorded and the limits to the responses to these
guestions that they are to do this.

Secondly they must have a certain knowledge of the additional ICP products that
need to be collected. This knowledge includes the restrictions on each product such
as brand/size/outlet type.

A product catalogue is a useful tool for price collectors. This is a visual aid containing
a photographic example of the type of item and a description by way of completed
variables that appear on the price collection form.

Examples of catalogue entries

Restrictions Example Comments
Class: Bread and Cereals
Class COICOP: 0111
Basic Heading: Bread
Item: Brown bread
Item code: 01113
List: CPl only

ICP regional/ global core list only
CPI/ICP overlap

Picture:

Brand: Well known brand (WKB) |Albany

Product name: Any Superior Brown bread
Ingredients: More than 90% wheat flourl100% wheat flour
Packaging: Plastic bag or open display |Plastic bag

Further description: Red and yellow colouring
Size limits: 500-1000 700

Unit of size: gram gram




Restrictions Example Comments

Class: Bread and Cereals

Class COICOP: 0111

Basic Heading: Other cereals

Item: Corn Flakes STAMINS & IRON
Item code: 01114 T #

List: CPl only (O‘R‘N_‘ H‘.AKES

ICP regional/ global core lis
CPI/ICP overlap

Picture:

Brand: Kellogs Kellogs

Product name: Kellogs corn flakes Kellogs corn flakes

Ingredients: Maize/ corn Maize/ corn
Cardboard box Cardboard box

Packaging:

Picture of bowl with
Further description: |Any identifying markings |cereal and rooster.
Size limits: 400-800 500

Unit of size: gram gram

b) Schedule and logistics

The schedule should be designed so that all products are collected as part of the
normal collection timeframes. This will avoid ICP products being left to the end of the
month and possibly not being collected if there are time overruns. It should also
reduce travelling and time costs for the NSO as price collectors will not need to
return to an area especially to collect ICP data.

Ideally all price collectors should be involved in collecting the additional products for
the ICP. This is on the assumption that they are collecting prices for the overlap
products which would require the same descriptions as the additional products.

4. Processing and editing

a) Capture data

All prices should be captured in one computer system. This means that adaptations
will need to be made to the CPI system to allow capturing of additional variables as
discussed above. Because of the precision required in defining products for the ICP,
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and ensuring that identical products are compared for calculating average prices,
wherever possible, the fields should be populated by predetermined drop down lists.
This is to eliminate variations in spelling, punctuation etc which retard the speed and
efficiency of ICP editing processes.

b) Validate and edit data

All CPI programmes should have quality assurance processes in place to detect
errors made in price collection and capturing. Applying additional requirements for
the ICP may enhance the accuracy of data used in the CPI. The aim of editing is to
ensure that the data is fit for purpose for the next phase of the process.

The initial editing phases of the data should include everything collected. This editing
would identify any errors or omissions from either data collection or capturing. Where
possible corrections should be made to the data — so long as these are not making
unsubstantiated assumptions about the missing information. So for example, editing
could easily fix a spelling error or a unit of measure but perhaps not the actual weight
or quantity. Entries that cannot be corrected suitably should be excluded from further
processes. A log of all changes should be maintained for later analysis. This can
point to areas in which staff may require further training.

The final processing phase will only apply to those price observations that are to be
used in the ICP calculations. The ICP has its own SEMPER editing system that
ensures compliance to strict definitions and standardisation in an iterative fashion.

Following the recommendations above will substantially reduce the time needed for
this final editing process. It should also reduce the need for regional meetings to
conduct editing activities.

5. Next steps

This manual will be most useful if it can be applied in different parts of the world. It
should incorporate practices and case studies from different regions. Its challenge
will to be specific enough to be helpful, but general enough to be adaptable. A review
of manuals from different regions, together with sharing of successful experiences
will be enriching.

The results and insights of the survey on CPI ICP integration will highlight functions
in which countries are already well on the way to integration — and in which they do
not need much additional guidance; and aspects of the value chain where integration
is weak. Itis these that the manual can expand on.
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