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PURPOSE

1. This paper outlines activities the SPC has been involved in the development, rebase and compilation of Consumer Prices over the last three years. It highlights experiences and lessons that have been learnt as PICTs try to improve the quality and coverage of consumer price indices.

2. The paper also discusses methodological and compilation   issues that are critical in developing price indices. These include development of weights, documentation of standards and sampling issues amongst others.
BACKGROUND

3. Most PICTs do regularly compile Consumer Price Indices (CPI). It is probably the main economic statistical product that most PICTs have been able to regularly produce over the years. The CPI has many uses and these include:

· Measure of consumer price inflation;
· Indexation of wages;
· Rebase of national accounts aggregates;
· Economic policy monitoring and planning.

4. PICTs have been able to compile CPIs over the years due to largely available source data and the ease of collection, plus support from SPC. Most PICTs have conducted Household Income and Expenditure Surveys (HIES) over the years. This has made it possible for most of them to update their weights and rebase the CPI. Some however, have not been able to rebase their CPIs despite HIES being duly conducted. Timeliness of HIES output and availability of qualified staff has often been a militating factor. 

5. CPI methods amongst the PICTs are not standardized.  While standardizing is not feasible in terms of groups given diversity of economies, possibility of designing imputation methods and substitution is nonetheless attainable.  PICTs are often confronted with items that vanish for many months and reappear, in some instances never appear at all. Development of best practices to deal with such a common problem, particularly estimation techniques, is critical in improving the quality of price statistics.
EXPECTED OUTPUTS

6. In assisting PICTs in developing sound and high quality Consumer Price Indices, the SDP has focused on achieving the following outputs and will strive to promote them in its endeavors. These are a review of Consumer Price Indices, and Strengthening Sampling Techniques for outlets and commodities
7. The first entailed a review of consumer price indices compilation standards and promotion of best practices, including the design of imputation methods and procedures for dealing with common problems that PICTs face, such as the frequent nature of missing items.
8. The sampling of products and outlets has strong implications for the quality of the CPI. This includes designing the way HIES are conducted with detailed information in terms of outlets where households make a bulk of their purchases. While local knowledge is important and therefore conducive to having purposive sampling, it is important that major outlets are included in the sample. Most of major outlets often stock most of products in the CPI basket. 

9.  Experience does show that in some PICTs, major outlets are not sampled for often unexplained factors. Nonetheless, major expenditure items by households have to be included in the CPI sample at all cost given the size of PICT economies and the limited variety of products. Furthermore, the importance of validating HIES data with imports of items such as Alcohol and Tobacco should not be ignored. Imports often do provide reliable  measures of  Alcohol and Tobacco consumption.  HIES related weights  can then  be adjusted accordingly. 
10. Development of metadata and documentation of practices: To ensure that PICTs document methods and standards used in compilation of CPIs. In effect, this promotes transparency and builds confidence in the statistics that are produced. Furthermore, countries that have sound documentation systems can ensure high quality CPI is continuously produced when there is a change in staff . Proper documentation ensures “brands, models, varieties” of products are easily known to price collectors and CPI compilers.  While most PICTs have CPI practices documented, these documentations are not always up-to-date or used all the time. It is even more critical when imputations are done and no documentation is put in place.
PROGRESS TO DATE

11. Over the last three years, various activities have been undertaken to assist PICTs improve the quality of their CPI statistics. A rebase of CPI has been done in some countries, and estimation techniques have been  improved to deal with compilation issues. The CPI remains the most common and up-to-date of the economic statistic available in PICTs. Nonetheless, it is important to note that the CPI rebase follows the HIES survey cycle, and accordingly is rebased periodically to capture movements in spending patterns.

12. Training covering the theory and techniques involved in the computation of CPIs has been provided to compilers, most recently in Kiribati and Tuvalu. Issues have focused on computation techniques, price survey management, sampling and documenting standards and practices to strengthen institutional memory and transparency.

13. While the CPI is widely available amongst PICTs, one of the key challenges noticed over the years are delays in the availability of HIES data once the surveys have been completed. It is often necessary to conduct rebase of the CPI, as soon as the results are available. On the other hand, a perennial problem of staff turnover does have an impact on CPI rebase activities: while new staff are regularly trained in some countries, there is no guarantee of their availability after completion of the next HIES survey. 
14. Effective CPI compilation amongst PICTs is affected by a tendency of missing products, which in some cases affects the overall quality of the outcome being measured. Products tend to disappear from outlets for over many months and only reappear a year later with different dimensions and varieties.  In some cases, there are completely new products of totally different quality and variety. In the training and technical assistance missions, attempts have been made to encourage countries on how to deal with substitution as well as imputation techniques where varieties of products change rapidly.

DISCUSSION POINTS

15. The meeting is invited to discuss the following points:

i. Review Sampling procedures for CPI products;

ii. Recommend estimation techniques for missing products;

iii. Review validation of HIES weights for CPI rebase.
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