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| NTRODUCTI ON

1. The Speci al ECE Session on Consuner Price Index (CPl) Issues of Concern
to Transition Econom es was organised in the afternoon of 2 Novenber,
back-to-back with the Joint ECE/ILO neeting on CPI, 3-5 Novenber, 1999. The
ECE session was attended by Al bania, Bosnia and Herzegovi na, Bul gari a,
Croatia, Czech Republic, Estonia, Latvia, Lithuania, Poland, Russian
Federati on, Slovakia, Slovenia, The former Yugoslav Republic of Macedoni a,
and Ukraine. Representatives of ILO secretariat, the Statistical Ofice of
the European Community (Eurostat) and | M- al so attended. Morocco and South
Africa were present under article 11 of the terms of reference of the

Uni ted Nations Econom ¢ Conmi ssion for Europe.

2. The provisional agenda was adopt ed.

3. M. J.Stastny (Czech Republic) was el ected Chairperson
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ORGANI SATI ON OF THE MEETI NG

4, The followi ng topics were discussed at the session

(a) Wei ghti ng;

(b) Quality adjustment issues in the calculation of the CPI

5. The di scussi on was based on a note prepared by the ECE secretari at
whi ch included questions and problens raised by the transition econom es, and
invited presentations by M. J. Astin (Eurostat) and M. K Zieschang (I M).

SUMVARY OF THE MAI N CONCLUSI ONS REACHED AT THE SESSI ON

6. The objective of the session was to discuss with the transition
econonies their specific problems in the calculation of CPI. Severa
guestions associated with weighting procedures used by the countries were
raised. In nost transition econom es, the expenditure wei ghts are updated
annually in line with the on-going changes in the structure of the household
consunption. However, sone countries experience very high I evels of
inflation. In the Russian Federation, for exanple, there was a sudden
increase in prices in the mddle of the year - August 1998. When this occurs,
it leads to changes in the structure of the consunption. In this context, the
i ssue of whether the weights should be revised during the current period was
di scussed. It was noted that the Laspeyres formula assunes that increase in
prices does not lead to a big change in the consunmer behaviour, so that
change in the weighting systemis required.

7. Adj ustnents for change in product quality is one of the main problens
whi ch those who deal with price indices face. Only a few of the transition
econoni es have some procedures in place designed to account for changes in

the quality of the itens which are priced. The nethods applied are ‘expert

judgenent’ and ‘overlap pricing’ . The issue whether any criteria exist for

estimating when a quality change has occurred was discussed. It was noted

t hat change in product specifications is treated as a quality change and it
is the task of the price collector to evaluate it.

8. Partici pants were infornmed about the ongoing work within Eurostat on
developing Inmplicit Quality Indices (IQ). The credibility of the Harnonised
I ndi ces of Consumer Prices (H CP) requires that EU Menber States be able to
provi de some indication of the allowances that are being nade for changi ng
quality. In this context, an exanple of the application of the IQ concept in
the anal ysis of the inmputation procedures was denonstrated.
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9. Ot her topics discussed during the session included problens with
seasonal itens and cl assifying househol d expenditures according to CO COP
Partici pants were al so infornmed about the Eurostat plans for holding a series
of training workshops in the transition economes, nainly the accession
countries, in 2000.

RECOMVENDED FUTURE WORK

10. The neeting enphasised that it is inportant to have special sessions
devoted to CPl issues of concern to the transition econom es and ot her

i nterested countries. However, several participants stressed that future
sessions of that kind should be organised as a full day neeting. Severa
topi cs of specific concern to transition econom es were proposed for the next
ECE Sessions, such as: (a) paperless technology for collecting price data,;

(b) treatnent of seasonal items; (c) treatnment of quality change; (d) rentals
in the CPI, and (e) experience of transition econom es in calculating

the HICP

11. The participants recomended that the next Special ECE Session on CP
I ssues of Concern to Transition Economni es be organi sed back-to-back with the
Joint ECE/ILO Meeting on CPI to be held in 2001/ 2002.



