Intersecretariat Working Group on Price Statistics IWGPS)

Terms of reference for the Technical Expert Group ér updating the 2004 CPI Manual
(TEG-CPI)

August 4, 2015
1. Mandate

The Technical Expert Group (TEG-CPI) is establishgdhe IWGPS from which it receives
its mandate and to which it reports. The IWGPSesponsible for the overall management
and for the final approval of the updated Manualbé presented for consultation of relevant
national statistical authorities, and to be endbrdg the United Nations Statistical
Commission.

2. Objective
The objective of the TEG-CPI is to review and updae 2004 CPIl Manual.
The main objectives of the update include:

1) Provide clearer and more prescriptive recommendsitamd guidelines in cases where
research, methodological development and practegberience warrant such
recommendations and guidelines, and where thuisd useful.

2) Take into account experiences gained on the apyiityaand usefulness of the 2004
manual.

3) Incorporate relevant developments in methods aadtipes as well as theory and
research over the last decade.

4) Update material on data sources, data collectiothods and related calculation
methods to reflect developments since 2004.

5) Reflect recent developments in user needs.

6) Harmonize the CPI concepts in line with the 200ASN

The CPI Manual has global outreach and the updeteld take into account that the manual
targets producers and users in both developed ewelaping countries. The manual not only
provides practical and theoretical guidance to atarg) but also serves as valuable resource
for users of CPI data.

3. Guidance for reviewing and updating the 2004 CPManual

The update is not intended to include fundamentatamprehensive changes. Authors
should, as a rule of thumb, avoid heavily editiaghrasing text beyond the objectives noted
above. The update is also not intended to undusease the volume of the Manual. Major
changes to include or exclude certain parts ofMlaaual should first be discussed with the
TEG Chair and editor, and subsequently be apprbyedtie IWGPS.

The update of the Manual should clarify and updgisting recommendations, as necessary.
It should also identify those areas in the text mghmore prescriptive advice could be

provided, and update the text accordingly. The tedghould incorporate, as needed,
developments in theory, empirical work, practieghinology, and standards since 2004.



In those cases where there is no consensus ondkeappropriate method, every attempt
should be made to clarify the advantages and disddges of each method. Where possible,
recommendations of preferred methods/practiceslgh@uidentified.

The updated Manual should include and give due ideration to new theoretical and
empirical developments, and to new developmentsddia be derived from good practice or
new technology and standards.

The update should eliminate text on out-of-datagyples and practices. It should also tighten
material found by experience and methodologicaktigpments to be out-of-proportion to its
analytical and practical use.

Throughout the manual, recommendations and pragigdance should be based on sound
methods which are known to provide good results.

As a general rule, the Manual should be made demsisvith the System of National
Accounts (SNA) 2008.

The Manual should also include update of all refees to theoretical and empirical literature
and to discussion of findings thereof. Referencesew material should be cited in the text,
for example Diewert (2014), and provide the fufierence at the end of the chapter. Out-of-
date references should be removed.

The updated Manual should preferably provide moosszreferencing between chapters, so
that users of the Manual can get a coherent stang, consequently apply consistent
methodological approaches in compiling and usingda®a.

Because the Manual has global outreach and istéarge producers and users who may be
non-native English speakers, common and clear &mdnguage should be used.

3.1 Chapter-by-chapter proposals for changes

Annex 1 provides an overview of the potential issigentified in each chapter that should be
taken into consideration by the TEG. Following tuedelines and objectives above, the TEG
agree on the key issues that will be included enupdate. Annex 1 is indicative and intended
to guide discussion, not to dictate the changéstmade.

3.2 Update of the theoretical chapters (chapters 180)

The theoretical chapters should be more streamlioedrds theory that is relevant for the
explanation of the recommended concepts and/oradsthThere is a need to improve the
accessibility of the theoretical chapters for CBmgpilers, by having another look at the
presentation style and the exclusion of possiblyamanted details. What is suggested here is
not a complete re-writing but rather a streamlinofgthe existing text to make it more
accessible (understandable) and relevant to tremaended methods and practices (which
could also entail removing some of the details ttlicing lengthy explanations of historical
discussions or developments). The TEG is requeéstedme up with more concrete proposals
to address these concerns.

3.3 Use of examples and concrete case studies

2



The Manual constitutes the statistical framework dompiling CPI-data, by providing the
relevant concepts, definitions and methods, andespractical guidance. In some chapters,
more practical guidance is considered useful, oholy practical examples and worked-
through concrete cases to illustrate, for examp#dgulation methods. The examples are
primarily intended to illustrate the implementatiohrecommended methods and practices
and should preferably be of general relevancel tasarrs of the Manual.

3.4 Recommendations and major changes

For each chapter, a separate document should bé&edothat includes a summary of the
main recommendations and briefly outlines amajor changes in terms of e.g. the
recommendations provided, the turn of an argumantifferent emphasis of the text,
inclusion of new or considerably expanded mateaakl exclusion of old or considerably
limited material.

3.5 Editing the document

The update should take as a starting point theseelupdated versions of the chapters of the
2004 CPI Manual, available on the ILO-website (lia@ provide the Word versions of all
chapters and annexes of the 2004 Manual). Bedldesjpdate should also benefit from the
“Practical Guide to Producing Consumer Price Insli¢2009).

All paragraphs should be numbered (as in the 2084uUdl). Sections and, where appropriate,
sub-sections, should also be numbered.

The final updated Manual should be set up in a &ymwhich facilitates the production of a
searchable pdf version that will be made availabl@e.

All changes should bé&rack-changedin the document provided, unless there is a major
overhaul of a complete section/chapter. In theetattases, the relevant parts should be
highlighted in yellow.

Preferably, the use otbmments’in Word is to be avoided. If the author is inde@son the
direction of an argument, alternative wordings,caigely highlighted, should be used.

The editor, in cooperation with the authors, ipoesible for the elaboration and organisation
of the details of the editing process in an effitiand transparent way.

4. Method of work

The TEG-CPI will propose and agree on mechanismgdeordination of work and quality

assurance. The TEG-CPI will supervise the updat¢hefManual. It will submit regular

progress reports to the Chair of the IWGPS. TheirGifgahe IWGPS will liaise between the
TEG-CPI and the (extended) IWGPS. The final dr&the updated manual will be submitted
to the IWGPS for approval.

It is envisaged that each chapter of the updateduaiawill be prepared by a lead author,
while one or more contributing authors should actscussant, provide inputs, review text
and help ensure quality and coherence. Authorsldhmurecognised experts in the, practical
and/or theoretical, compilation of CPI data.
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An editor, appointed by the lead agency, will eeseoherence and consistency across
chapters, arrive at a clear structure, and enbterede of clear and common English language
throughout the manual.

The TEG-CPI Chair will be appointed by the leadrayein consultation with the IWGPS.

The TEG-CPI Chair will work closely with the Chamf the IWGPS; take the lead in

organising meetings of the group; lead discussmmshe organisation of the work and the
contents of the update; and coordinate the workeaufiokce the observance of deadlines.

A designated website with restricted access to neesnbf the TEG-CPI and the IWGPS will
be established to facilitate drafting and reviewin§ the chapters, and exchanging
information.

The TEG-CPI will work by use of electronic meansjeo and audio conferences and
exchange of e-mails. The TEG-CPI is expected tehaw to three face-to-face meetings,
ideally in the margins of other international meg$ if possible.

Drafts of the updated Manual should be consulteth welevant groups, including the
meetings of the joint UNECE/ILO Expert Group on Gomer Price Indices and the Ottawa
Group on Price Indices.

5. Time plan

The detailed timetable is attached as Appendix 1.

6. Membership of the TEG-CPI

The proposed membership of the TEG-CPI is as faiow

Maria Mantcheva (Chair)

Brian Graf (Editor)

Mick Silver (IMF)

Valentina Stoevska (ILO)

Erwin Diewert (International Expert)

Paul Armknecht (International Expert)
David Fenwick (International Expert)

Jan Wolschotts (CBS, Netherlands)

. Claude Lamboray (STATEC, Luxembourg)
10. Rafael Goana (INEGI, Mexico)

11. Badria Alaadi (NCSI, Oman)

12. Yunita Rusanti (BPS-Statistics Indonesiaphesia)

©CoNoOoO~wWNE

The proposed membership of the TEG-CPI includesrétieal and practical experts from
developing as well as developed nations. The TEG+G&y invite additional experts to
contribute to the update of specific chapters prcas needs require.



7. Finances

The lead agency will provide funding for the edigmd for covering certain expenses for the
TEG face-to-face meetings (travel expenses for THG- members from developing
countries, hosting meetings, etc).

Members of the TEG-CPI from developed countries amdrnational organizations are
expected to meet their own direct expenses.



Annex 1: Update of the 2004 CPI Manual — Chapter-byxChapter Comments

Preface

1.

To be updated as necessary.

Acknowledgements

1.

To be updated as necessary.

Readers Guide

1.

To be updated as necessary.

Chapter 1: An introduction to CPI methodology

1. To be updated to reflect the harmonization ef@#®1 concepts with the 2008 SNA.

Chapter 2: Uses of CPIs

1.

2.

Extend the description of uses of CPI in the naticaccounts; could be increased via
reference to salient points of Chapter 14.

Extend the description of the use of the CPI asaaraeconomic indicator. This should
include the use of the CPI as a measure of colatimf'. References should be made to
the use of CPIs for monetary policy. Also consitiher use of more timely flash estimates
(country examples and Eurozone), daily “CPI” fromiTivbillion prices project, and so
forth.

Some discussion of differences in scope and metlobdSPIs for different purposes
(COLI, inflation measure, deflation of national aoats series) and clarify issues,
advantages and disadvantages, and possible clistietiould be considered.

Mention the use of aggregate CPIs, including G20 (CECD), EU (Eurostat), WEO
aggregates (IMF), ILO, FAO, others?

Chapter 3: Concepts and Scope

1.

This is a very rich chapter. It distinguishes betwecquisitions and expenditures (3.9—
3.11); monetary and non-monetary (3.12-3.17); atdpms and uses (3.18-3.21);
durables and non-durables (3.22-3.25); CPIs basedtquisitions and uses (3.26 —3.29);
and basket CPIs and COLlIs (3.30-3.38). Materiadsde be drawn together, maybe
done under “uses of CPIls and different concepttsd Aross-reference to Chapter 14 on
SNA.

Much is concerned with coverage. Better re-titlapthr as “Concepts, scope, coverage
and classifications” to distinguish the scope regplifor different uses, e.g. COLI, COGl,
etc. The concepts of the SNA 2008 and the sco@Pbkhould be well explained. “Outlet
coverage” should have more on internet expenditure.

1 There are no international guidelines on core inflation measures and, arguably, no consensus. However, core inflation was
mentioned as one of the areas where more guidance should be given in the 2007 CPI Survey and was a popular workshop at
the 2014 CPI Expert Group meeting. It is not proposed that statistical aspects of core inflation measurement be included in
the update, but only to mention the use of CPI data for this within a framework of macroeconomic planning.
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Chapter 4: Expenditure weights and their sources

1.

NOo

Additional information would be useful on how CPRatssticians derive CPI weights from
household expenditure surveys (HESs), 4.17-4.2dludmg examination of survey
design and coverage, especially if CPI is to beegged from regional indices; outlier
detection and verification; expansion to whole yead from sample to population
(inverse of sampling fraction); imputations; recalersus interview data; use of
commodity flow approach for verification, 4.42—-4.46

Paragraphs on “seasonal weights” (4.63-66) andagiyifor chapter 6 paragraph 6.41 —
need to be aligned with updates to chapter 22. €hap is not the place to discuss
advantages and disadvantages of fixed and vanabights approach, such as in 4.64-
4.66. These paragraphs should be shortened toabgsjust mention that the two
approaches exist. Their advantages/disadvantagesgdshe explained in the chapter on
seasonal products.

New requirements for high-frequency and timely exoit indicators, especially in the
context of the economic and financial crisis caglfor further considerations for more up-
to-date weights. There should be more on HBS frequand updating basket. Reference
to chapter 15 on chaining. Important to put advgegaof more frequent updates both in
terms of narrower bounds, as in chapter 15, bat @bportunity to include new products,
outlets, methodologies, avoid sharp steps (4.48)4.4

There is some overlap between sections 4.4 - 4lie (Weighting structure of the
consumer price index) and 4.56 - 4.61 (Classificgti Consider moving the
classification section so that it is either part of directly follows, the section of
weighting structure and remove any repetition.

Say more about adjusting HES weights, either ato#.9.42 - 4.43. Include detail about
under reporting of certain expenditures in the HES. on alcohol, tobacco). Say more
about verifying expenditures and expenditure shaftsr time against other sources (e.g.
taxation data). Consider including more detailsatternative sources for weights and
how these data could be used. Practical exampléd be useful. For example, Japan has
offered to provide practical experiences of howythdjust for underreporting of alcohol,
tobacco and durables (e.g. cars).

Provide more detail about sources of outlet oreduylpe weights at 4.13.

Distinguish more clearly between using scanner dathe forms of receipts (4.24) and
actual electronic scanner data (4.32). Say morautatiee potential use of electronic
scanner data as weights either here or referencaligoussion of scanner data
generated/informed weights in dedicated sectioacamner data.

Paragraph 4.34 notes that "In practice, howeverctieulation of weights is not so
straightforward and involves a number of steps.bngider identifying and describing
these steps. This could incorporate some detanl Bobsequent sections 4.35 onwards.
Seasonal products (4.63 - 4.66) Perhaps overlyoabvbut consider describing how a
seasonal product looks in the expenditure weightisat should a compiler look out for
(in respect of seasonal trends) when deriving terghis?

10.Say more on frequency of updating weights, pamidyl under "normal” economic

conditions. What are the costs and benefits or megelar updating?

Chapter 5: Sampling

1.
2.

Introductory text on what a "good sample should/mt@" would be useful.
Consider reorganisation of the chapter so that aftentroduction to probability and non-
probability based techniques, each is dealt wittuin to reflect a multi-stage approach to
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6.

sampling. The use of multi-stage sampling shouldimduded as an over-arching
framework for sampling (commencing 5.8): (i) prottu¢by region, as applicable or
suitably reliable expenditures available); (i) regentative item general specifications for
each selected product; (iii) geographical areabiwiselected regions; (iv) outlets selling
selected products by area, stratified by outletesyp(v) representative item tight
specifications in an outlet, on initiation in outleAt each stage probability or non-
probability sampling may be applied, depending wailability of a sampling frame, as
outlined in the chapter.

The Chapter focus on probability and non-probabgi@mpling applied mainly to outlet
sampling 5.8-5.26. There are omissions. The chapteoncerned with fixed sample
strata sizes to avoid possible small numbers. Sardpbigns that effectively allocate
sample sizes between strata are much more costie#feand accurate (efficient) than
alternative designs, and could have a minimum &ut@onsider including discussion on
the minimum number of prices needed for an elemgmtalex. More material is needed
on how to allocate sample sizes across strataeohdhkis of expenditure weights and price
variance. A well designed sample should facilitegpresentative and efficient price
collection. This is partly dealt with in ChapteB& but also merits earlier discussion in
this Chapter. These more efficient designs inclettatified sampling by proportional
(expenditure) allocation, optimal allocation, andylhan allocatior? The latter is easily
used for CPIs since the variance of price changes ttime can readily be calculated.
Smaller sample sizes where the variance is lower (eail stamps) or expenditure low
makes sense, as does smaller sample sizes fonsegml types of outlets with relatively
low expenditure.

Include section on the possible use of scannerfdataeights(?) and for product variety
sampling (as well as prices/average revenue).

Consider including text on keeping samples undeieve and updating samples so as to
ensure ongoing representativity, notwithstandirag this is covered nicely in Chapter 87
Or perhaps a direct link to the relevant sectioQloapter 87

Costs and cost-efficiency should be taken into aetm the recommendations.

Chapter 6: Price collection

1.

2.

More on product/variety sampling in a dynamic unseee.g. electronic goods and the use
of scanner data for validating and updating a san{t should this be in Chapter 5?

The update should provide more guidance on higeguency (say weekly) price
collection, which is currently only mentioned inragraph 6.12. At the beginning and end
of season for fresh fruit, vegetables, fish andf@th very large price changes may
warrant higher frequency collection, as may, moemegally, volatile prices. Some
discussion and guidance will be useful.

More on scanner data, 6.117-6.118, and referenceesurement innovations in this area
(chapters 15 and 20. Include organizational and agament issues relating to
using/collecting scanner data. Availability of @¢tenic data sources for monthly, or even
higher-frequency, price data, including scannea @atd web-scraping, and consideration
of the developments in associated methodologica¢areh; use of scanner data for
validating and updating a sample. More on intecodiection/web scraping, 6.43. Refer to

2 Proportional allocation is outlined in 5.1, thain an introductory section with no mention of its
implementation. Optimal allocation is discusseg@anagraphs 5.100-105 in the context of variancésiason,
but not in implementing sampling methods.



8.

9.

billion prices MIT project and use of web/web-saerapfor prices and quality adjusting;
positives and negatives.

Section 6.103-6.107 be expanded to provide a blatteto quality adjustment. Chapter 7
Is to be revised accordingly.

An Appendix 6.2 might be a print screen for a haetd computer. A separate section to
be introduced on complex goods and services wigh havels of model turnover. In such
cases, for example laptops, a price collector ¥alg specified models is not the best
approach. Large samples of web prices and theractexistics may be easily downloaded
from the web and methods referenced to Chapteed. us

Something on need for a Handbook for price collecenmd their training. Maybe refer to
a good example of a handbook available on an N&@ksor put on the ILO site.

A more detailed discussion on how to organize tieepnitiation, how to record detailed
product specifications and the role of price catle in dealing with missing items and
reporting of these to HQ - linking to how the cotapneeds these data to facilitate quality
adjustment (Chapter 7). This gives rise to the teo@ssue of the flow of data to and from
HQ, particularly where there are regional officgem@ting between price collection and
HQ. While this could be tackled more substantivahger Chapter 12 (Organization and
Management) it is a consideration for price coltatiand reporting also.

Section on integration of ICP and CPI data requineormity of item specifications —
Eurostat project; refer to Annex IV. More on treatrhof price cuts (6.83-4).

More emphasis on data collection in developing twes aka Practical Guide and non-
market goods, treatment of taxes and subsidies.

10.There are fundamental differences between varioicg gollection techniques (face to

face in field, central collection by survey, welyeging, scanner data) and between the
situations prevalent in developing and developedntrtes. However, the principals
underlying pricing to constant quality can be agghluniversally (or almost). Perhaps this
Chapter could be reorganized so as to introducerineipals of price collection (include
how these are addressed in training of field and $t&jf) and then to treat each of the
techniques separately (and in more detail). Onree the different types of techniques
their own chapters.

11.More detail is needed on electronic price collettand the possibilities it affords for

more efficient and more robust price collectiondimg. This is an area where there is
considerable potential for raising the quality oPI€ - especially among developing
countries.

12.Needs a section on/or link to quality managemesurasice (perhaps via data editing).
13. Costs and cost-efficiency should be taken into actm the recommendations.

Chapter 7: Adjusting for Quality Change

1.

The chapter should be more firmly linked to chagten price collection. A new section
should be included re-emphasizing the importanceremfording and reporting of

specifications and changes to specifications, sareksing the importance of sufficiently
detailed specifications and the role of the priobector in determining when a price is
temporarily or permanently missing. In the lattase instructions to the price collector,
following Figure 6.1, would be to find a comparaldplacement, or if unavailable, a non-
comparable one (although in cases where produ@skeh shares are going down it may
be better not to select the most comparable butrtbst sold replacement). The price
collector must then detail the difference in cheeastics. If the replacement is to be
linked to the old price and the price collector mask the store manager if the
replacement existed in the previous period, andrceits price then to enable an overlap.



2. There is much on high-technology sectors with rdaprdover (7.1257.158) that requires
updating to new literature, though the sense resn&milarly for the section of hedonics
versus chained-matching. There is an old and nenature on using scanner data. Such
data benefits from more comprehensive coverage requires, along with careful
handling, hedonic adjustments for quality adjustmArsection on this might be included.

3. The data example used to illustrate hedonics-7.98, was collected from web prices on

laptops in 2001. It looks out of date. A new datas®l results should be included. There
have been many recent practical studies on hedonmduding de Haan, and
implementations in NSOs, and this can be updated.
New example for hedonics - with as much practicgll@ation as possible. Can we
provide any insight into consumption sectors wtagtempts to hedonically quality adjust
haven't been especially useful (or haven't been efbsctive or have been difficult to
sustain) versus those sectors where there is goddnee that hedonics works well.

4. Emphasis on cost-effective methods.

Chapter 8: Item substitution, sample space and newroducts

1. A very accessible/practical chapter as it stantterd are some overlaps (8.1-8.17) with
chapter 7, which could be reduced, although sompetiteon may be necessary to maintain
the "narrative" of each (especially for the novieader).

2. Many of the examples and studies, while reasonab004 as “new products” would
benefit from updating, 8.38.39. Many of these are not illustrative, but bagedietailed
studies and updating would require a review of rii@e recent literature in this area,
which is advised. Bring in studies of new outletlagsman). Reconsider inclusion of
Appendices 8.1 and 8.2.

Chapter 9: Calculating CPIs in practice

1. The section on unit value indices (para 9.80-9.&iguld be updated to reflect new
literature and on the use of unit value indexeduniing papers by Dalen, Diewert, Silver
and de Haan. The advantages and disadvantages loshduld be explained. UVI are
briefly mentioned in para 9.36, but could be depebbwith cross reference to chapter 20.
Comment: UVIs are not of much practical importaf@ethe regular CPl compilation.
The current section on UVI could be extend with féav) relevant and practical
examples/recommendations but should be kept shdiernatively, material on UVI
could be included in another chapter (perhaps begetith scanner data).

2. The section on chain versus direct indices for elgary aggregates (para 9.40-9.45)
should present in more detail the two-stage proefdy and their
advantages/disadvantages over direct indices, Relendex formulas could be included
together with an illustrative concrete example. &fial from paragraphs 7.165-173 may
be drawn on.

3. The section on missing price observations (par&-9.84) should be more prescriptive in
requesting replacement to be included (withoutnheeh delay) when items disappear and
that proper methods is applied to this end (avgidmg. (typically downward) bias).

4. The section on Other formulas for elementary ingliggra 9.77-9.79) could be kept more
or less as it stands, or para 9.77-9.78 could beided in the end of the section where
Jevons, Carli and Dutot is presented, and paraWiffothe weighted version of the LM
could be moved to the section on calculation ofmeletary price indices using weights,
which has become more common.

5. The section on the calculation of higher-level aadi (para. 9.88-9.164) should be updated
to reflect recent literature on higher-level agatézn (Young and Lowe and superlative
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approximations). Currently chp 9 does not favouuiYg or Lowe (or any other) as the

preferred option but explains under what conditibawe and Young may be expected to

perform well and leave it to the NSO to decide. Btiove stick to this, or be more
prescriptive? Should we also give guidance/reconaaigons on geometric higher-level
indices?

. For the paragraphs on price-updating of weightbeull we leave this open, explaining

under which conditions either method would prowidasonable results, as we currently

do, or give preference to one of the practices?HIG approach should be referred to.

. Para 9.164 on retrospective superlative indiceslldhoe extended with guidance on how

to calculate e.g. retrospective Fisher, Walsh andgaist indices, and explain how these

can be used (for example to estimate bias in tipalae CPI).

. Data editing is dealt with in paragraphs 9.139-8.T4vo issues should be considered:

a) Should data editing remain in Chapter 9, or be rdaeeChapter 6 Price collection, or
Chapter 12 Organization and management, which coelde-titled to be about data
quality issues, or have its own chapter? If kepChapter 9 it may be worthwhile to
draw links to e.g. Chapters 6 and 12 (a requirerferdata editing is usually preceded
by a quality of price collection/reporting issue).

b) Whether kept or moved to another chapter the texdaia editing should be updated.
It should deal with both detection of outliers amolw these are treated (including
extreme prices that are validated as correct). &fs€ukey algorithm, as specified,
should be revisited. It is not mainstream andidalif to justify arithmetic means as
efficient estimators for what are often fat-tailestkewed price change distributions.
Maybe some further country experience in additm®NS to ground the work. More
could be added on the impacts of data editing amdigvity checking and checking
that systematic biases are not being introducedl ham to ensure statistical efficient
editing.

. Section on measurement methods at elementary ghdrievel on new methods of using
scanner data RYGEKS RYWTPD- reference chaptersnti528. Comment: Are these
known to give sufficently good results? Are theypractice used by more than 1-2
countries for the regular compilation of the CPI? [@e included we need evidence they
give good results and are relevant to more thaerafew countries. Would it be better to
have an appendix or separate chapter on thesethedsimilar methods? If somewhere
we include a session/chapter/appendix on scannafetictronic data, the presentation of
these methods may fit better there.

10.The section on calculation of a chain index shdwgdextended with more explanations

and illustration on chaining/linking of time segiePaul Armknecht has some material
already recently written.

11.The chapter might benefit from a representativeecgss flow diagram detailing the data

processing steps that might take place between adliaction and dissemination. And
from this, what should a software system providb@ré& is no discussion of the computer
systems needed to produce a CPI, although theaebisef mention of spreadsheets in
Chapter 12: reference to PIPS - Paul A. It couldoalbe argued that
discussion/recommendations on how to set up they$tem or on software should not go
into chapter 9. If included it could be in an anr@x e.g. in chapter 12, and/or in the
Practical Guide?

12.The section on Long-term and short-tem links (Fdad7-9.151) should be updated to

reflect experiences from e.g. Sweden and US (pdpmrs Sweden and BLS are available
from the website of the CPI expert Group meetin@®i2) and give more guidance to
countries.

13.Include example of breakdown of total CPI (e.ggoods and services, or CPI excluding

energy etc.) and decomposition of changes in ov@rillhigher-level indices.
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14.Include guidance on how to treat zero-prices ircfica. This also relates to the discussion
of the scope/coverage of the CPI and hence shdsidlee addressed in chapter 3 and
perhaps also in chapter 4.

Chapter 10: Some special cases
Thecurrent listincludes:

1. Owner-occupied housing. The material on OOH shdmgédnoved to chapter 23, which
should be renamed Owner—occupied housing. All ptssipproaches should be outlined
and explained.

2. Clothing: the treatment of non-seasonal clothingdseto be tied to chapter 7, and vice

versa. The treatment of seasonal clothing is arasting account. It is at odds with much

of chapter 22, but (see below) this is in need verite. Any account here would have to

tie in with the updated chapter 22.

Telecommunications: to be updated as necessary.

Financial services: to be updated as necessary ayigiropriate reference to FISIM.

Include treatment of mutual fund fees, short temterest payment on credit card

purchase. This is a difficult area where issueshatdully resolved.

how

The TEG-CPI should further consider the followirgggible inclusions:

5. A perishable seasonal good such as fish — timingrioé collection and seasonal to tie in
with chapters 6 and 22.

6. A homogeneous item where unit values, perhaps tguadijusted, would be appropriate,
say peak electricity from competing (reliable) sigs.

7. Another service, say tariff, domestic service arrepair.

8. Monitoring price movements in parallel or illegahrkets and treatment of controlled or
subsidized prices.

9. Arentindex.

10.Health. There is much uncertainty on health coringrcoverage and weighting issues
(often related to different institutional arrangertse large variety in how the services are
paid for etc.), the definition of the services tha are actually trying to price over time
and quality adjustments. Some basic guidelinesierendations would be very useful.
The weight of health in many CPIs is growing, S8 th a quite important area.
The treatment of health insurance premiums.

Chapter 11: Errors and bias

1. Largely unchangd: more on formulas bias and drift and maybe ineludaterial on
variance estimation here. Formula bias is alsotdedh in some of the theoretical
chapters — consistency should be assured and dtipfiavoided.

Chapter 12: Organization and management

1. Chapter 12 should be renamed to ‘Quality managenf@nsomething similar) to reflect
the content and focus of the updated chapter.

2. Chapters 6 and 9 also include material on datargditt should be considered to move
this to chapter 12. Appropriate links between caafi2 and chapters 6, 8 and 9 should be
made. Figures 6.1 and 12.1 are identical; when imgngaterial it may not be necessary
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to have the same figure twice. Parts of the curcbapter 12 that would not fit into the
updated version could be moved to the relevanttensp

In some countries the organization and manageniatdta collection is the responsibility
of regional offices to which considerable operagiomower is devolved. This can create
problems. It might be helpful to provide some d&sion on how HQs can manage such
situations.

Quality management frameworks and systems are wéhlin the 2004 version but could
benefit from an update here and there. If a practxample/model of QMF could be
provided, that could perhaps be useful (proposedhat 2014 CPI workshop on
management).

Are there any experiences with the use of tool$ sagcthe Generic Statistical Business
Process Model (GSBPM) or the Generic Statisticbdrmation Model (GSIM). Should
we mention/recommend use of these?

Chapter 13: Publication, dissemination and user retions

1.

ok

Much more emphasis should be given to web basexkmigsation, metadata and data
hubs. Changing information environment related &wased dissemination and what is
to be regarded as good practice in documentatidntramsparency. The current version
has a small section on the advantages of doin@y¥86%-13.58). The chapter might take as
its default web-publication and make note of ned\ISOs to exploit the potential for (i)
availability of downloadable detailed series; (ietadata at different levels; (iii) FAQ;
(iv) CPI research papers; (v) graphical devices; ilamediacy of updated information,
(vii) contacts/facilities for queries; (viii) analig, such as personal CPls; and much more.
The Update should stress the need for opennessargparency, and websites provide an
ideal platform for this. Particularly, recommendatito include publication of average
prices to support transparency. Reference to théPuitiples of Official Statistics might
be made.

Consideration should be given to “Indicators oflguaf CPI1.” Such indicators would be
best standardized and available on single web Kitg/be build on/develop something
similar to IMF Data Standards Bulletin Boalnttp://dsbb.imf.org/ About 180 countries
are members and provide data. Comment: Which asetimdicators? Should we ask the
TEG to propose a list of quality indicators? Unlesgs have an organisation that takes
ownership of such a website and ensures it is Upgated it may be better to drop the
idea.

CPI with and without OOH and for “poor” segmentpafpulation.

Include text on a ‘module/layered’ approach for ttecumentation of the CPI, which
should facilitate in a user friendly way documelmtiatand make it easy to keep it updated
(US — BLS has experience with such a system).

Chapter 14: the System of national accounts

1.

To be dropped, the link to the SNA is included hajgter 1.

Chapter 15: Basic index number theory

1.

The section on ‘fixed base versus chain base (125/87) would benefit from an update
using recent work on chain drift to include insglun the magnitude of such drift and
mention of new methods of dealing with it, inclugliRolling Year GEKS and Weighted
Time Dummy Product method. The section has therdgdge of chain base only given in
terms of narrower bounds — perhaps mention remedéstion of out-of-date

13



counterfactual comparison; ability to revise methlody and coverage (new products)
more regularly; mitigate large step changes ongieaissue of additivity.

2. An update may also include recent work on real-tiapproximations to superlative
indices; Maybe too much on spatial linking detrdcdsn relevance.

3. Discuss Divisia (15.65-15.75) in terms high-frequesource where p and g from say
currency transactions.

Chapter 16: Axiomatic and stochastic approach

1. Suggest inclusion of axiomatic approach to unitdtgrice indices (16.11-16.29) be
reconsidered and that comments on implicationgdirigs in each section be extended as
possible.

2. Inclusion of table of formulas and test results.

Chapter 17: The economic approach: single household

1. This chapter only needs updating to capture neveldpments. It includes the essential
theory with a useful look at the standing Lowe mdeom an economic theoretic
approach. Perhaps Diewert (2009) on superlativenBemdicators. There is a section
(from 17.92) on problem of moving from a free god&kamples asked for — maybe
numerical.

Chapter 18: The economic approach: many-households

1. Consideration should be given to paring down theatzatic index section (18.3-18.12)
and stressing, maybe in the title, the concern witlconditional (plutocratic) index
aggregation and its aggregation over many housshiolderms of nationally and by
individual regions, and then aggregates thereoérdlis in CPI practice often a tendency
to stretch HES data over too many regions leadingampling error in such weight
estimates. While the chapter cannot resolve thisan/does give the theoretical case for
aggregating by region — and advice on using natiamagghts for regional estimates of
price changes. This change in emphasis may be of imterest to CPI compilers who
rarely compile democratic indices.

Chapter 19: Price indices using an artificial dataset

1. Is Dutot missing?
2. The chapter is an illustration of how particuladices work. The material could,
alternatively, be spread on the other theoretioapters, and chapter 19 deleted.

Chapter 20: Elementary index numbers

1. Initially outline how scanner data may absolveididion between elementary and higher
level formulas and use of weights is preferred rgfanon-use, other things equal.
Paragraphs 20.1-20.37 are lengthy before gettitigetguts of the formulas.

2. An update may include a section on unit value iesli@s the “price” measure for
homogeneous items following recent work in the aRrasently unit values are discussed
in terms of the time aggregation problem (20.15:2)).The section on the use of scanner
data may also include web prices, where quantiiesunavailable. It takes 37 paragraphs
to get to the guts of the formulas — this initigcson might be more pragmatically-
orientated with guidelines on how to determine dnding line between an EA and
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higher-level aggregate. Section on measurementaustat elementary on new methods
of using scanner data - RYGEKS RYWTPD - refererapters 15 and 9.

Chapter 21: Quality Change and hedonics

1. To be updated with relevant new work. Notably reécenrk on relationship between
hedonic imputation and time dummy methods to aéscelferred to in Chapter 7.

Chapter 22: Treatment of seasonal products

1. Could this chapter be moved after chapter 8?

2. Greater practical focus on identification of seadqmroducts (according to the type of
seasonality), and how to deal with them. Major s@ns and redrafting with similar
orientation as the CPI Practical Guide. New sest&hould be included:

a. Fixed or variable weights — explanations and recemuhations

b. Estimation of weights

c. ldentification of seasonal items and their cycled amplementation problems aka

Practical Guide

Redraft and keep imputation methods 22.78-22.86.
Redraft and keep year-over-year monthly as a beadhexercise, 22.134.
Much less on year-over-year, 22.22.44.
Much less on and possible recommendation agaimgingaweights 22.4522.64; Bean
and Stein and Rothwell, 22.890.
Much less emphasis on rolling year methods.222%, 22.6322.77 and 22.906.
Redraft, keep and update maximum overlap and dislems, 22.6322.77.
Update and simplify data example with emphasismputation as opposed to higher-
level formula. The artificial data set used in th@pter has a fixed seasonal pattern and is
not very useful in practice since one of the protdevith many seasonal products is that
they don’t necessarily appear or disappear in éineesmonth year after year. The data set
should be deleted or replaced by more realisticumadul examples.
It may be useful with references to Chapters éyd@@hing the importance of metadata for
seasonal products) and clothing in Chapter 10.

Chapter 23: Durables and user costs

1. The chapter should be renamed to “Owner-occupiedihg” and the sections on OOH in
chapter 10 should be moved into this chapter. Hapter should be phrased in terms of
all three approaches rather than the user costicemtcount adopted. It should be
considered whether the chapter should stay or beedhéorward in the manual. (it has
also been proposed to move the text on OOH intetehal0. Chapter 10 would then
become rather large, and OOH could be considergmbriant enough to have its own
chapter).

2. Include strategies for measurement in less devdla@pentries and countries where the
rental sector is small and where often most hoasesuilt by their owners.

3. Be explicit about difficulties and pragmatic dataada measurement issues. For
dissemination propose headline with and without O@Hilifficult cases. Guidance to
distinguish between maintenance and repair expaediand investment should be
provided
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A glossary of main terms, including appendix

1. To be updated as necessary.

Annex 1. Harmonized Indices of Consumer Prices (Ewpean Union)
1. To be updated by Eurostat.

Annex 2. Classification of Individual Consumption @&cording to Purpose (COICOP) —
Extract

1. To be updated as necessary.

Annex 3. Resolution concerning consumer price ind&s adopted by the seventeenth
International Conference of Labor Statisticians, 203

1. To be updated as necessary.

Annex 4. Spatial comparisons of consumer prices, pthasing power parities and the
International Comparison Program

1. To be updated as necessary. Integration of ICPCGRiddata requires uniformity of item
specs — Eurostat project; refer to chapter 6

Bibliography
1. To be updated as necessary.
Index

1. To be updated as necessary.
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Annex 2: Tentative

Timetable for the CPI Update

March-August 2015

Establishment of the TB®I,
consultation with the IWGPS.

including chair and editor,

August 2015

Presentation of the outline of the updated marinaluding a list o
main changes chapter-by-chapter to the TEG-CRNGPS to bg
consulted in writing.

August - Septembe
2015

I'TEG-CPI to send proposal for detailed time plalocaition of work of
authors and cawthors, quality assurance and draft outline of
updated manual, which includes a complete list ld propose
chapters and annexes of the update, to the IWGP&fsultation an
approval.

September -
December 2015

Reviewing ad drafting of first outline of chapters. Commurtica by
audio conferences/e-mails.

January 2016 Face-to-face meeting of TEG-CPI inhiviggon DC.Progress repo
presented by Chair of the IWGPS. Progress to bseptedand
discussed at the 2016 meetings of the UNSC andUNECE CP
Group of Experts.

January 2016- Drafting of first version of the chapters. (Drathapters posted ¢

November 2016

website for review and consultation with countrias they becomn
available.)

May 2016 Presentation of progress and discussiothade draft chapters th
have been completed at the meeting of the Grougxpérts on CPI i
Geneva, May 2016 (month and dates to be confirmed).

May 2016 Face-to-face meeting of the TEBY and meeting with the IWGPS

conjunction with the meeting of the Group of Experts GRI in
Geneva (month and dates to be confirmed).

October-December
2016

Revising draft chapters, taking comments from coesinto account

January 2017 Face-to-face meeting of TEG-CPI innivigson DC.

January 2017 Progress report presented by Chair of the IWGP8gress to b
presented at the 2017 UNSC.

February 2017 Submission of full draft to the IWGB6approval.

March — May 2017

Global consultation of final draft with countriesnda relevan
organisationsvia electronic bulletin board. All draft chapters be
posted for comment.

June — July 2017

Final editing and approval of the IWGPS. Editing iodividual
chapters to be completed on a rolling basis.

February - March
2018

Submission of the final manual for endorsement iy UNSC ir
February 2018

NOTE

IMF to conduct five onaveek seminars in each of the IMF’s regio
training institutes to introduce the updated manoi@ompilers.
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