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COICOP 2018 —
The road of implementation in the PPP (1)

Reflections on the implementation of COICOP 2018 in PPP started since
November 2018

Coordinated with the other two domains timeline: NA and HICP

« National accounts: introduce COICOP 2018 in benchmark revisions of September
2024

« HICP: introduce COICOP 2018 in February 2026

 PPP: introduce COICOP 2018 in publication of December 2025 for reference years
2022, 2023 and 2024

List of the revised BHs and ACs adopted by Eurostat countries —
November 2021
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COICOP 2018 —
The road of implementation in the PPP (2)

Propose draft Commission (Implementing act) Regulation to the PPP
Working Group in November 2023 — to be adopted in 2024

Allocation of items to new basic headings

Recalculation of previous surveys

PPP Regulation 1445/2007, Article 9(4), only allows a revision of final
PPPs (i.e. <=2021) when a new ESA is introduced, not for classification

changes

AC PPPs and expenditures for years 1995-2021 will be produced by a direct
mapping from existing BHs and ACs to new ACs
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Revision of the BH classification for HFCE

Principle: each basic heading must correspond to an exact division, group,
class or sub-class of COICOP 2018

No combinations of categories are allowed, in order to ensure compatibility
with other statistics on the basis of COICOP 2018, in particular the HICP

* Proposal for the revision of the PPP BH classification for household final
consumption expenditure approved by the PPP WG in November 2021

* No. of BHs for HFCE increased to 235 (excl. Net purchases abroad)

up from 224 in the current classification

« Additional price collection may be required
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Overview per COICOP division

New BH classification

Current BH classification

Division
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Label

Food and non-alcoholic beverages

Alcoholic beverages, tobacco and narcotics
Clothing and footwear

Housing, water, electricity, gas and other fuels

Furnishings, household equipment and routine
household maintenance

Health

Transport
Communication
Recreation and culture
Education

Restaurants and hotels

Miscellaneous goods and services

Number
of BHs
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Label

Food and non-alcoholic beverages

Alcoholic beverages, tobacco and narcotics
Clothing and footwear

Housing, water, electricity, gas and other fuels

Furnishings, household equipment and routine
household maintenance

Health

Transport

Information and communication
Recreation, sport and culture

Education services

Restaurants and accommodation services
Insurance and financial services

Personal care, social protection and
miscellaneous goods and services
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New ACs for AIC

« 36 Analytical categories are proposed instead of the existing 33

« Food is broken down in 9 categories compared with 7 in the existing
classification

« Fruits, vegetables, potatoes split in: Fruits and nuts and Vegetables, tubers,
plantains, cooking bananas and pulses

« Other food split in: Sugar, confectionery and desserts and Ready-made food and
other food products n.e.c.

« Miscellaneous goods and services split in: Insurance and financial services
and Personal care, social protection and miscellaneous goods and services

* |nsurance and financial services - based on reference PPPs

« Another category is proposed to be added: Fuels and lubricants for personal

transport equipment
&) OECD
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Allocation of items to new basic headings

Division  Label (’;'f”::;':; Division  Label Ef“l'::r"f;
1 Food and non-alcoholic beverages 444 1 Food and non-alcoholic beverages 444
2 Alcoholic beverages, tobacco and narcotics 64 2 Alcoholic beverages, tobacco and narcotics 64
3 Clothing and footwear 273 3 Clothing and footwear 273
4 Housing, water, electricity, gas and other fuels 77 4 Housing, water, electricity, gas and other fuels 89
5 Furnishings, h_ousehold equipment and routine 318 5 Furnishings, h_ousehold equipment and routine 309

household maintenance household maintenance
6 Health 274 6 Health 273
7 Transport 230 7 Transport 236
8 Communication 62 8 Information and communication 120
9 Recreation and culture 225 9 Recreation, sport and culture 163
10 Education 5 10 Education services 5
11 Restaurants and hotels 167 11 Restaurants and accommodation services 167
12 Miscellaneous goods and services 142 12 Insurance and financial services -
13 Personal care, social protection and 138

miscellaneous goods and services
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Recalculation of previous surveys

Why?
* Need to produce BH PPPs in new classification for 2022, 2023 and 2024
» Direct mapping of PPPs from old to new BHs would be rather approximate
» Best option is to recalculate by assigning items to new BHs

* But need to be pragmatic too
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Process in 2025

« Countries submit the GDP expenditure weights in the new classification
by 30 September 2025 for reference years 2022, 2023 and 2024

 Eurostat will calculate the annual aggregate PPPs on the basis of the
new classification in November 2025 for the same three reference
years

* The results from following consumer price surveys will be recalculated
in the new classification:

e All consumer goods surveys from 2021, 2022, 2023 and 2024

« Consumer goods surveys as of 2025 will be conducted in the new
classification (starting in pre-survey)

« Other surveys are not affected by the change of the classification
)) OECD
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Proposed procedure

» Recalculation to be done between April and August 2025
 Allocation of items (with their prices and asterisks) to new basic headings
 Eurostat will assign asterisk in case of one price per BH

« Countries will be asked to assign asterisks in case of more than one price per
BH

* No changes to average annual national prices

» Gap filling to be decided case by case — in consultation with countries
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Spatial and temporal adjustment factors

« Spatial and temporal adjustment factors (SAFs and TAFs) should be applied
to the survey-level prices to calculate annual national PPPs

* In principle, the SAFs and TAFs should be recalculated in the new
classification

* Itis proposed to simply keep the current SAFs and TAFs at item level. In other words: to
keep the annual national prices unchanged
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Consumer price indices

* Needed for extrapolation from survey to non-survey years
* Normal data collection in March 2025 in old classification

« Additional data collection in July-September 2025 for HICP/CPI in new
classification
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Experiment for E21-1

* Iltems were reassigned to new BHs

« Assumption for weights

* Issues: price gaps and asterisk gaps

» Base scenario without adding asterisks

« Results: marginally different at aggregate level from final results

* Not many gaps
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Experiment for E21-1- Price level changes (1)
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Experiment for E21-1- Price level changes (2)
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COICOP 2018 at the OECD (1)

» Draft classification in September 2024

= More BHs than in the previous classification: 170 BHs vs. 158 BHs for
household consumption

* More aggregated than the Eurostat classification: 170 BHs vs. 235

= Same work as Eurostat to allocate items to new BHs for the recalculation
of CGS surveys




COICOP 2018 at OECD (2)

Draft classification sent to countries in October 2024

» Deadline for comments end February 2025

= Approval at the PPP meeting for non-European countries + UK in May
2025

= Detailed CPls to be sent in August 2025
» Recalculation of CGS surveys in the new classification in September 2025
= Expenditure weights in November 2025

= (Calculation of annual PPPs based on the new classification in December
2025
&) OECD
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