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This paper deals with inportant issues of price collection for
consumer price indices. It is minly related to the OECD/ |1 LO CPl
manual exercise and therefore the draft outline was used. The
collection of prices is crucial for statistics because m stakes
and m sunderstandings are likely to have high inmpact on the
results.
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General intention of price collection

1. As this paper deals with price collection for consumer price indices,
price collection for other purposes is ignored. For Consumer price indices
the collection of data is a bottleneck situation: the quality of the consuner
price index cannot exceed the quality of the price collection

*  Prepared by M. Paul Haschka.
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2. The general intention of price collection is normally to record prices
of inportant goods and services in the market in given outlets (vol une
sellers). Beside this general aimthere often is the other aimto stick to a

chosen article "as long as possible”. — The latter can well come into
conflict with the first and a good price collector has to distinguish between
the different needs of representativity and continuity in detail. Head Ofice

has to be aware of this possibly arising conflict — see bel ow

3. So price collection can gain a dynanmic aspect: A price is not sinply a
nunber on a | abel of a good. While the price on the label is usually the
answer to first question of the interviewer, a price should rather be seen as
a flash occurring in a transaction between seller and buyer. The additiona
question should be whether the goods which are bought are really those, for
whi ch the prices are collected. Wiere the nunbers on the | abel and the
transactions coincide, price collection is easier, of course.

l. I mportant points for price collection

4, The systematic recording of prices seens to be an issue with increasing
i mportance to public and econony. Wile statisticians dream of conprehensive
data bases, such an aimis not likely to be reached within short.

5. Skilled price collectors, people who do the work "in the field” are
desperately needed for a high quality neasurenent of price devel opnent.
Possi bl e ni stakes, that arise fromthe begi nning of price recording are not
likely to be easily detected and can lead to nuch additional work for al
other involved staff. Possibly nissing data perhaps can never be
reconstructed in reasonable time, due to the always pressing publication
cal ender.

6. On the other hand, well trained price collectors, providing necessary
information in the expected format can support the Head O fice enornously:
First by saving time for control and correction, second by contributing to
high quality statistics.

7. The image of the price collectors is therefore a highly inportant

i ssue: They are deened to conmunicate with the shopkeepers from expert to
expert, rather than as perhaps unterpaid ninor enployees. Were the
shopkeepers are responsible for their outlets and deenmed to be "experts” for
this profession, the price collector is also a kind of an expert as far as he
has to | ook for representative observations, for relevant prices and — nost
important — price determining quality characteristics

8. The Head O fice should use resources and personal nmanagenent skills to
show the price collectors the appreciation of their work and to encourage
themto feedback fromthe field.
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. Ti m ng

9. The tine to collect prices is primarily an organi sational issue and not
so much a conceptual one. Normally the time should be sel ected by

organi sational reasons. It is not likely that the timng of price collection
has a large inpact on the result of the index. However, it should not take

pl ace at the very beginning or at the very end of the reference nonth (in
that case the price could possibly not be relevant for the reference nonth).

10. As far as the tine when the price collection takes place is concerned,
there are two options: price collection on one — or sonetimes two or nore —
points of time in the nmonth or price collection over sone tine interval up to
a whol e nonth. When the first is chosen, for practical and technical reasons
the actual price collection will take nore tine than one day. Systematic

di fferences beween these two options are unlikely.

11. There are two exceptions fromthe above rule of thunb: The tinming of
price collection has a considerable inpact on the result when there is high
inflation (e.g. above than 30% per annum or about 2% per nonth). Second:
there are specific products where there is a certain amunt of tine between
t he begi nning of consunption and the paynent, therefore the price survey has
to take care of timng aspects for such products in their specification

12. When high inflation or even hyper inflation occurs, then it does matter
when the prices are actually collected. In such cases the definition of a
point in tine to which all price collection shall refer to, seens preferable.
The alternative would be an average over the nonth defined by the order of
price collection, which can be arbitrary. Also in nost countries there exist
some sensi bl e products, the prices of which the public takes care of (e.g.
petrol). The definition of a certain day, to which price collection rel ates
may be regarded as hel pful

Timing related item specification

13. For some specific products the tinme of paynent does not coincide with
the tine of consunption (e.g. electricity). Were that also coincides with
seasonal price novenents (e.g. package tours) special attention should be
given to the concept of tinme the prices relate to.

14. For the EU countries the prices relevant for the reference nonth are
t hose, which consunption starts in that nmonth. Prices for electricity
therefore are rel evant when the price enters into force, albeit paid nuch
| ater. Anal ogously prepaid goods and servi ces beconme rel evant, when the
consunption can begin and not at the point of tine when the paynent takes
pl ace.
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15. Prices for package holidays within that concept woul d al so becone
rel evant, when the holiday begins, though it may have been paid nuch earlier

I1l. ltemspecification

16. The terminology in this section is not yet fully ”harnonized”. A
"product” is the |owest |evel of the basket for which explicit weights are
used. A "variety” for which prices are recorded is belowthis |evel

17. In the outlet two issues are to be done by the price collector: First a
representative has to be chosen for which the price is to be observed; second
this price has to be recorded again in the next nonth.

18. The first situation is characterized by the picture below. The prices
that are chosen are representative for one variety (specified by Head O fice)
of sonme product (selected by Head Office). Exanple: price for one chosen silk
tie representing all silk ties (variety), this representing all ties
(product). The products are representative for a specific part of the weights
i.e. consuner expenditure (ties and gloves). It is inportant that the price
col l ectors know about the meaning of representativity when they have to

sel ect a specific article to be observed. Once a this article is selected, in

the next nonth the sane question of representativity arises again — in
principle. Normally it is not likely that a specific article which was
representative in one nonth will |oose this attribute in the next nonth.

Therefore the chosen price observations can normally be observed | onger than
one peri od.

R | .
pr-:)duct (weight) variety (unweighted) | price
weight
(subgroup)
_ variety (unweighted) i price
product (weight : _
variety (unweighted) | price
19. From t he above picture we can al so see a necessity of a specification

of a variety for price observation. The Head O fice has to select product and
varieties in order to give the price collectors the chance to find price
observations in the outlets.

20. The specifications should be broad/l oose enough, that the price
coll ector can find enough prices and narrow tight enough that a certain
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honogeneity is net. "Enough prices” is related to representativity: Wen too
few prices in the outlet fit into the description representativity cannot be
assuned. "Honobgeneity” on the other hand nmeans that changes can be handl ed
wi th reasonabl e resources and that perhaps a neani ngful average price can be
cal cul ated (and, eventually, be published). The standard deviation of the
price relatives can give an indication how broad or narrow the specification
is.

| V. Pr ocedur es

21. The procedures of price collection are sinmlar to other statistica
procedures: The conpl eteness and the confidentiality has to be granted, first
by the price collector in the specific field, then by the Statistical Ofice
i n general

22. For the use of handheld conputers for price collection encouraging
experience exists in UK and Italy. The inprovenent for the Head O fice can be
quite large in speed and data quality. For the single price collector the
comput er supports the work and the professional inmage rather than saving a

| ot.

23. For the Head Ofice the question may rise, how far away the prices
shoul d be collected, i.e. locally vs. centrally. It is quite clear that goods
and services, that are either conplex (e.g. cars) or likely to be simlar for
the whole country (e.g. telephone charges) are better collected centrally.
Aditionally, central collection allows strategic sanpling in order to select
the articles according to market representativity. Wien fewer prices are
collected centrally, nore attention can be paid to each and possible
substitutions and quality adjustnents are are easier to perform

24. During the nmonthly collection procedure conmuni cation between the
coll ector and Head Ofice should be possible. That is inportant because the
time interval until the next collection in the next nmonth is so short, that
repeat ed m stakes coul d occur.

V. Rel at ed | ssues

25. The question of what shall be achieved by the use of scanner data can
hel p in sanpling and price collection issues. "What would we do if we could
what we want?”, is going to be crucial because lots of data are in principle
avai | abl e.

26. In the Annex there is an exanple for optimsation of the Austrian

sampl e. The index-wei ght and the standard deviation of the price relatives
(for several nmonths) was used to calculate an "ideal” nunber of prices to be
achieved. In conparison with the actual nunber specific actions could be
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taken. The nethod has first been used by UK and is referred to as the Neynman-
Chuprov-Method in stratified sanpling theory (see for ex. W Cochran, Sanpling
Techni ques, John Wley & Sons, New York 1977, p.96)

27. Typi cal questions on which to answer price collectors should be
pr epar ed:

What is the CPlI, what is it used for?

Why do you ask in this outlet?

Am | obliged to answer?

Al'l prices renmained stable!

The CPlI is manipul ated anyway!

Are the data | amgoing to give treated confidentially?

Such questions show, that the inage of the central Statistical Ofice in the
public is not independent of the price collection. On the other hand, the
training of the price collectors has a direct inpact on the imge of
statistics.
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Annex
ANNEX
Sanpl e optim zation in the Austrian CP
1. The aimwas to collect prices with respect both: to nore/less inportant

goods (neasured by the index weight) and nore/less volatile price novenents
(measured by standard deviation of the price relatives). This should help to
pay equal attention to equally inpotrant areas of the CPI.

2. The variance of the overall CPlI can still not be directly neasured and
was therefore negl ected.

3. For each wei ghted Product (good or service, CPl-Total: 710) the planned
number of prices was cal cul ated: The standard deviation of the price
relatives was multiplied by the index weight and by the constant factor 45
(chosen in order to give a total sumequal to present price collection).

Pl anned No of prices = CONST * STD (price relatives) * WEl GHT

4, The pl anned nunber of prices was significantly higher than the actua
nunber of collected prices in the fields furniture, garnents and public
services; and it was lower in the food sector. — As a consequence the nunber

of shops for food was reduced by sone 25% The saved ressources were used to
increase the price survey in the underrepresented areas (nore goods).

5. The cal cul ati ons were easy and gave good argunents for changes.

However, statistical errors can occur for the index weight as well as for the
standard deviation of the price relatives. The index weight can be w ong
because of changes in the consunption pattern. The standard deviation can be
the wong indicator because the item specification is too broad or too
narrow. That is why the resulting planned nunber of prices cannot be used
blindly — as well as every other kind of statistics.



