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I Background

The United Nations Statistical Commission (UNSC) at its 47" Session' agreed that the International
Comparison Program (ICP) should become a permanent element of the global statistical program and that
comparisons should be made at more frequent intervals. To promote these aims, the UNSC supported the
adoption of the rolling benchmark approach? as suggested in the Friends of the Chair evaluation report>.
Implementation was to start with the 2017 comparison. Hence, in line with the proposed approach, data
collection for the 2017 comparison will be spread over three years. This will ease the burden on countries
and allow them the flexibility to conduct surveys according to their own specific circumstances. In
addition, there will be more “catch-up time” available for countries that fall behind schedule. In the longer
term, successful implementation will lead to more frequent regional and global comparisons.

Subsequently, at the ICP Next Steps Meeting held on March 10, 2016 in New York, it was agreed that the
World Bank would prepare a draft note on the rolling survey approach and the 2017 comparison for
review at the ICP Inter-Agency Coordination Group (IACG). The IACG met on May 9-10, 2016 and reviewed
the draft note. Based on the IACG discussions, this revised note was prepared. It provides a brief general
description of the rolling survey approach, practical suggestions for the conduct of the 2017 comparison
that take account of its specific data requirements, and a possible scheme for future ICP comparisons.

1. Overview of the Rolling Survey Approach

The rolling survey approach* was developed by Eurostat and the OECD in the early 1990s. The rolling
survey approach is designed to make comparisons using a mix of current data and extrapolated data that
have been collected over three years as shown in Figure 1. For any given benchmark year t, the price
surveys for household consumption, which are the most workload-intensive of ICP surveys, are conducted
over three years, namely: t-1, t, and t+1. For Eurostat-OECD comparisons, household consumption is
divided into six separate surveys; in other words two surveys a year over the three year survey cycle. For
each year, one survey is conducted during the first half of the year and the other during the second half
of the year. Annex 1 provides the breakdown of the surveys.

The price survey data from year t are used directly for the benchmark comparison, while those of years t-
1 and t+1 are extrapolated or retropolated to year t. Extrapolation/retropolation is for one year only,
thereby avoiding the limitations® of long-term extrapolation/retropolation. At the same time, it reduces
the data collection burden of countries in any given calendar year. Based on these rolling surveys, annual

1 http://unstats.un.org/unsd/statcom/47th-session/documents/Report-on-the-47th-session-of-the-statistical-
commission-E.pdf

2 The Friends of the Chair evaluation report used the term “rolling benchmark” approach. This approach is referred
to as “rolling survey” in this document.

3 http://unstats.un.org/unsd/statcom/47th-session/documents/2016-9-FOC-group-on-evaluation-of-2011-round-
of-ICP-E.pdf

4 https://www.oecd.org/std/prices-ppp/PPP%20manual%20revised%202012.pdf

5 http://siteresources.worldbank.org/ICPEXT/Resources/ICP-2011-report.pdf
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or tri-annual benchmark comparison results can be produced. Eurostat conducts annual benchmark
comparisons. To date, OECD has been conducting tri-annual benchmark comparisons and extrapolating
results in-between reference years. However, OECD has recently decided to move to annual benchmark
comparisons, similarly to Eurostat.

Figure 1: General rolling survey scheme for a given year t

Rolling survey cycle for benchmark year t
Year t-1 Year t Year t+1 | Year t+2

Household consumption price survey 01 X =>

Household consumption price survey 02 X=>

Household consumption price survey 03 X

Household consumption price survey 04 X

Household consumption price survey 05 <=X

Household consumption price survey 06 <=X

Housing volumes and rentals survey

PUBLICATION

Government compensation survey

Machinery and equipment price survey

Construction and civil engineering price survey

CPlIs, PPIs and national account deflators X

X XX X XX

National account expenditures

Legend: “X” direct use; “X =>" with CPI extrapolation; “<= X” with CPI retropolation

In Eurostat-OECD comparisons, each price survey for household consumption comprises four phases:
survey preparation; price collection; intra-country validation; and inter-country validation. Approximately
eight months are reserved for the first three phases and another four months for the last phase, the inter-
country validation phase.

Other surveys covering housing volumes and rentals, government compensation of employees, and gross
fixed capital formation (i.e. machinery and equipment prices and construction and civil engineering prices)
are conducted either every year/every other year for annual comparisons or once every three years for
three-year comparisons.

National account expenditures, as per the agreed classification, detailed consumer price indexes (CPls),
producer price indices (PPIs) and national account deflators are collected annually.

PPPs and real expenditures for the benchmark year t can be expected at the end of t+2 when estimates
of gross domestic product for t become available.



Il. ICP 2017 Comparison Scenario

Given that most ICP regions are conducting interim comparisons (i.e. regional comparisons between
global benchmark years), the ICP 2017 comparison will most likely incorporate data collected during these
interim comparisons, while taking steps to move towards making three-year comparisons, like the OECD.

To date, the following regional comparisons are envisaged or underway: Africa 2017; Asia and the Pacific
2016; Commonwealth of Independent States (CIS) 2017; Latin America and the Caribbean 2017; and
Western Asia 2016. In addition, the Eurostat-OECD region is conducting their established work programs.

For the ICP 2017 global comparison, extrapolations are feasible for the household consumption price
surveys. For regions collecting household consumption price data in 2016, like Western Asia, it is possible
to extrapolate these data to 2017. The Eurostat-OECD comparison is scheduled to conduct the food survey
and the personal appearance survey in 2018. These data can be retropolated back to 2017, but it is to be
noted that this may delay global data validation.

For the surveys covering housing, government and gross fixed capital formation, the data collected should
be for the benchmark year 2017 because it is difficult to identify reliable extrapolators. Actual data
collection may take place in 2018 but the data collected should refer to 2017.

The scheme just described is illustrated in Figure 2. Annex 2 shows the tentative regional survey schedules
for the ICP 2017 comparison, based on the input from the various agencies.

The challenge will be to link the various regional comparisons in a global comparison employing a common
set of comparable global items to estimate the inter-regional linking factors. To date, the ICP 2011 global
core product lists have been updated for use in the regional interim exercises of 2015 and 2016. They may
require further updating for the 2017 global comparison. For example, the Eurostat-OECD machinery and
equipment product list, which underlies the global core product list, currently refers to 2015.

Figure 2: Suggested survey scheme for the ICP 2017 comparison

ICP 2017 Comparison
2016 2017 2018 2019

Household consumption price surveys X => X <=X

Housing volumes and rentals survey X =
Government compensation survey X 8
Machinery and equipment price survey X é
Construction and civil engineering price survey X %I
CPIs, PPIs and national account deflators X X X ~
National account expenditures X

Legend: “X” direct use; “X =>" with CPI extrapolation; “<= X” with CPI retropolation

To complete the interim activities going on in the regions, global PPP updates need to be produced for
the years 2012 to 2016 and to be available by the end of 2018. The updates would be based on a mix of
results from regional updates and detailed extrapolations. For example, Western Asia has already
produced regional PPPs for 2012 and 2013, the CIS is producing regional results for 2014, and the Eurostat-



OECD region is producing annual results for the five years to be covered. The options to combine these
interim regional updates and results into a global set of results should be investigated further by the World
Bank, Regional Implementing Agencies, and technical experts.

The specific data requirements of the ICP 2017 comparison and the interim global updates are as follows:

- Household consumption: prices (extrapolated or actual) for available years;

- Housing, government and gross fixed capital formation: prices and other data for available years;
- Detailed national account expenditures: time series for 2011 to 2017;

- Detailed CPIs, PPIs and national account deflators: time series for 2011 to 2017;

- Regional PPPs: for available years;

- Exchange rates: time series for 2011 to 2017; and

- Population figures: time series for 2011 to 2017.

In addition, for the Eurostat-OECD comparison, which follows an output approach for education and
health and the bills of quantities approach for construction and civil engineering, specific linking
procedures need to be identified and implemented.

Finally, it should be noted that many countries do not estimate gross domestic product from the
expenditure side, and hence providing the national account expenditures time series will be challenging.
However, given that expenditure structures do not typically change substantially from one year to
another, countries may be able to apply the expenditure structure they compiled for the ICP 2011 and the
new expenditure structure that they are expected to compile for the 2017 comparison to bridge the years
in-between. Additional support and technical assistance will probably be required for generating the
expenditure time series.

Furthermore, many countries do not produce PPIs, or produce PPIs with very limited coverage, presenting
an additional challenge for identifying suitable extrapolators for some headings.

Iv. Scheme for Future Comparisons

If the suggested survey scheme in Figure 2 is followed, the first results for the benchmark year 2017 would
be available in late-2019, almost six years after the ICP 2011 results were published. This is an
unacceptably long time span; but it would be the starting point for more frequent global comparisons,
providing that the rolling survey approach is successfully implemented and produces benchmark results
every three years, i.e. for benchmark years 2020, 2023, etc. In addition, global PPP updates for the years
2012 to 2016 based on the various regional interim activities, will be produced by the end of 2018, as
noted above.

For future comparisons, a global survey scheme, such as the one in Figure 3, can be adopted. However,
regions would have the flexibility of structuring their survey schedules over each three-year period, as
they see feasible in their regions.

An improved extrapolation approach to estimate PPPs for the years between benchmark years also needs
to be developed.



Figure 3: Possible survey scheme for future ICP comparison cycles

ICP 2019-2021 cycle ICP 2022-2024 cycle
2019 | 2020 | 2021 | 2022 | 2022 | 2023 || 2024 | 2025

Household consumption price survey 1 X=> " <=X -
Household consumption price survey 2 X g X g
Household consumption price survey 3 <=X E X g
Housing volumes and rentals survey X 8 X Q
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Government compensation survey o X N
Machinery and equipment price survey X CZ) X g
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National account expenditures

Legend: “X” direct use; “X =>" with CPI extrapolation; “<= X” with CPI retropolation

To guide future comparison, a technical research agenda will need to be developed to improve the
methods for hard-to-measure headings. Moreover, a technical assistance program will need to be put in
place to improve data availability and quality for some problematic headings.



Annex 1: Eurostat-OECD Household Consumption Survey Cycle®

Sequence | Survey Coverage
Survey 1: Food, Food; non-alcoholic beverages; alcoholic beverages; tobacco.
First year | drinks and tobacco
of cycle Survey 2: Personal Clothing; cleaning, repair and hire of clothing; footwear; goods
appearance and services for personal care; personal effects.

Survey 3: House and | Materials for the maintenance and repair of the dwelling;

garden household appliances; glassware, tableware and household
utensils; tools and equipment for house and garden; non-
durable household goods such as products for routine cleaning
and maintenance; audio-visual, photographic and information-

Second processing equipment; games, toys, hobbies, gardens, plants,

year of . .

cycle flower's and pets.; newsp?pers, books, stationery and drawing
materials; electrical appliances for personal care.

Survey 4: Transport, Personal transport equipment; spare parts and accessories, fuels

restaurants and and lubricants for the operation of personal transport

hotels equipment; equipment for sport, camping and open-air
recreation; catering services; accommodation services.

Survey 5: Services Maintenance and repair services for the dwelling; water supply;
electricity, gas and other fuels; domestic and household
services; maintenance and repair services for personal transport
equipment; transport services; postal services; telephone and

Third year telefax services; maintenance and repair services for major
of cycle durables; veterinary and other services for pets; recreational
and cultural services; other services not specified elsewhere.

Survey 6: Furniture Furniture, furnishings, carpets and other floor coverings;

and health household textiles; medical products, appliances and
equipment; out-patient services.

Source: Eurostat-OECD Methodological Manual on Purchasing Power Parities, OECD, ISBN 978-92-64-18923-2

5 Private education not listed as it follows an “output” approach.
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Annex 2: Tentative Regional Survey Schedules for the ICP 2017 Comparison

Africa Asia CIS LAC Western Asia Eurostat OECD
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surveys
Housing volum n
ousing volumes and <X <=X X <=X X X X
rentals survey
Government
. <=X X X <=X X X X
compensation survey
Machinery and
equipment price <=X <=X X <=X X X X
survey
Construction and civil
engineering price <=X <=X X <=X X X X
survey

For Asia: (i) Housing rental survey will be conducted for GCL linking only; (ii) Government compensation data will be collected in 2018 for
reference year 2017; and (iii) expenditure weights for 2017 will be collected in 2018.
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