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I. DEFINITION, COVERAGE AND UTILIZATION OF CONSUMER PRICE INDEX
Definition
1. The Consuner price index (CPl) measures the evolution of prices for

purchased conmodities and of tariffs for services used by the population in a
certain period (called current period) as conpared to a previous period
(cal l ed basic or reference period).

Coverage
Ref erence popul ati on

2. The consuner price index is calcul ated based on popul ati on expendi tures
which relate to the purchases of commodities (food and non-food goods) and to
t he paynment of services used to satisfy living needs. These expenditures
refer to nonthly average | evels taken from Household I ntegrated Survey (H S)
carried out in 1995 by the National Conmi ssion for Statistics and the

M ni stry of Labour and Social Protection (CGovernnent Decisions no. 556/1992
and 323/1994). The survey was carried out within 501 research centres in 365
urban and rural areas representing all counties in Romania and in Bucharest
Muni ci pality. The sanple used guaranted the estimation of the nain variables
with 97% probability. Data collection relied on daily records nade by the
head of the sel ected househol d or another person fromthe household who was
able to accurately record the necessary elenents in the household diary. It

! Prepared by Ms. Marcela Volintiru, National Conmission for Statistics.
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also relied on the interview at the household domicile carried out by
speci al i sed statistical agents. The results were based on the information
coll ected fromthose househol ds which accepted to take part in the survey -
92% response rate. Mney expenditures for purchases of food and non-food
products and for paynent of services were cal cul ated as averages per
househol d. They represented t he background for the system of weighting the
el ementary indices of consumer prices.

Type of covered consunption

3. The consuner price index excludes:
- goods comi ng from other sources than purchases (stock, own-account
production, gifts, etc.);
- investment expenditures (dwellings, construction naterials used
to build new dwellings or capital repairs for old dwellings, etc.)
- interest paynents paid for credits, insurance rates, fines,
ganbl i ng, taxes;
- expenditures incurred for paynent of [abour in the household
(pl oughi ng, sow ng, weeding, taking care of gardens, orchards of trees,
wi neyards, harvesting, haymaking, aninmals nedical treatnent).

Teritorial coverage

4. Consuner prices/tariffs are recorded in counties' nunicipalities
(i ncluding Bucharest Municipality) and in the main urban settlenents of al
counties in our country.

Utilization of consumer price index

5. CPl is an essential indicator for the narket economnmy. It is used to
nmeasure the inflation; to estimte the purchasing power of incones, salaries
and pensions; as basis for the real interest calculation; for deflation of
sonme indicators in retail trade, services, national accounts. The index is
used in the negociation of salaries, pensions, scholarships, allowances, etc.
as well as for political decisionsi the social area. It is an inportant

i ndicator in carrying out international conparisons.

I11. USED NOMENCLATURES

6. The nonencl ature of food and non-food goods and services represents a
tree, obtained by stratifying H'S expeditures by groups of goods (food, non-
food) and services, positions of expeditures and itenms of significant wei ght
i n popul ation structure. The structure of the nonenclature used in the CP
calculation is presented bel ow
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TOTAL
FOOD NON-FOOD SERVICES GROUPS OF
GOODS AND
SERVICES
54 112 43
POSITIONS OF POSITIONS OF POSITIONS OF POSITIONS OF
EXPENDITURES EXPENDITURES EXPENDITURES EXPENDITURES
759 385
238 60 ITEM ITEM ITEM
ITEM ITEM
2 collection sources
30 | 30 |
ITEM ITEM
(store) (peasant market)
VARIETIES VARIETIES VARIETIES VARIETIES VARIETIES VARIETIES
at stores at stores peasant market at stores units rendering - level of recording
services prices/tariffs
7. The nonencl ature of expenditure positions, on which relies the

cal culation of CPl, conprises 214 positions and identifies with the one used
inthe HHS with the exceptions nentioned in paragraph 3.

8. In order to characterize sone positions of expenditures, as
"Veget abl es" or "Fruit", expenditures for conponent assortnents were
aggregated (exanple: for "Vegetables" the foll ow ng expenditures were
cummul at ed: potatoes, carrots, tonatoes, eggplants, onion, garlic, peppers,
bel | pepers, green beans, etc.).

9. The nonencl ature of representative itens includes 1442 itens, sel ected
on the basis of the follow ng principles:

- honogeneity of goods/services itens within the expenditure position

- representativity of all expenditure positions for goods/services
which are included in the H'S and are nost present in the popul ation current
consunpti on;

- itenms of significant weight in the popul ati on consunption by custom
training |l evel, education, culture, climatic conditions, famly size and
conponent s;

- lower dispersal of elenmentary indices by itens and expenditure
posi tions.

10. VWhen establishing the nonenclature those itens within the position are
chosen, which can assure the representativity throughout the whole year. If
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one of the itens is missing, the others should assure the position
representativity.

11. The nonencl ature of localities where prices are collected, is set up on
t he bases of information about the volunme of goods sold and services
rendered, as well as the nunber of inhabitants in these localities. It

contains 41 nunicipalities, including Bucharest Municipality. Prices are
observed in 68 collection centers (one center in 21 towns, two centers in 18
towns, three centers in Constanta Municipality and eight centers in Bucharest
Muni ci pal i ty).

12. The prices of agrofood products sold on the peasant market are observed
in 95 localities (including nunicipalities)

13. The sanpl e of observation units was set up based on the vol unme of goods
sold and services rendered, so that they should represent the whole range of
representative goods and services. The units were selected as follows: if
the sanme product is sold at various prices in the same type of store but in
different sectors (public, mxed or private), the registration is done in the
unit where several quantities of representative itens are sold. The outlets
and units rendering services where prices/tariffs are recorded, are kept in

t he nonenclature as | ong as possible in order to assure the continuity and
conparability of data series

14. The nonencl ature of observation units is updated in agreenment with the
Nat i onal Conmi ssion for Statistics on the bases of information provided by
the registration agents, whenever they notice changes in the structure of
goods sold (profile changes), elinination or nmerging of units, observing the
representativity principles.

15. Two types of observation units are identified:

- stores, peasant narkets and units rendering services where free
prices are practised for food, agrofood, non-food goods and sonme services.
Thi s group contai ns about 5300 stores selling goods and units rendering
services |located in the main urban aggl onerations and they have a significant
vol ure of sales. About 3200 units are privately owned (over 60% of the
total). The nonenclature of stores includes information on nane, address,
fiscal code, ownership type code, codes of itens.

- units rendering services which have unique tariffs for the country,
set on the basis of adnministrative decision (rail, air, river transport, nai
and courier services, radio, TV subscriptions) or unique prices (electric and
t hermal energy, nethane gas and central press).

111. PERIODICITY OF CONSUMER PRICES/TARIFFS OBSERVATION

16. The observation and registration of prices/tariffs in the stores and at
the peasant markets is carried out on the 10'", 20'" and 30'" of each nonth, and
the deadline for submitting data to NCS is the second working day after the
reporting period, i.e. the 12'", 22" 2" respectively.



CES/ AC. 49/ 1997/ 5
page 5

1v. SURVEY QUESTIONNAIRES

17. The observation and registration of prices and tariffs is done with
the hel p of questionnaires which are subrmitted to the regional statistica

of fices and to Bucharest Miunicipality Statistical Division, one for each
category: food, non-food goods and services, one set for each of the 68 data
col l ection centers.

18. The questionnaires contain three types of information, nanely:

a. Preprinted information: code and nane of expenditure position
(products/services); for each position, the conponent item has the foll ow ng
el ements: code of item nanme and tehnical/functional characteristics;
nmeasur enent unit; decades.

b. Information conpleted for each itemby the statistical agent when
receiving the questionnaire: price/tariff in the basic period;
type of outlet/unit rendering services (public sector, private sector, n xed
sect or.

c. Information recorded by the statistical agent every 10 days in the
observation unit: nomnal price/tariff observed by varieties.

19. The information collected with the statistical reports on "Prices and
guantities of agrofood products sold by agricultural producers on the peasant
market" refer to: code and name of products, neasurenent unit, actual prices
and quantity sold during the reporting period. Data about quantities sold
are taken fromthe "notebook of daily records of agrofood products sold on
the peasant market",filled in by the markets' admi nistration

20. The questionnaires with the unique prices for the country are conpl eted
by the price agents on the basis of the normative adninistrative docunents
published in the official state newspaper and approved by the Mnistry of

Fi nances and by the Conpetition Ofice.

V. TECHNIQUE OF DATA OBSERVATION AND RECORDING

21. The interviewer of prices has a very inportant part in the survey. He
observes and follows the general rules and principles necessary to carry out
the survey. The statistical interviewer has to study the nonencl ature of
products and services, for which nom nal (individual) prices are recorded.

He is obliged to visit the outlets throughout the whole year and to record
the prices/tariffs. He infornms about any problenms which could disturb the
normal conducting of the survey. The interviewer follows strictly the
general rules regarding data observation, recording and transm ssion of data.

22. The lists of outlets and units rendering services, and the nonencl ature
of products and services are confidential and cannot be shown to any person
with the exception of those involved in the CPl cal cul ation

23. The observations are conpul sory. The interviewer has to respect the
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schedul e for the observation of the prices. The schedule is set up by
outlets and units rendering services, by their territorial distribution and
by the frequency of collection of the prices/tariffs.

24, The selection of outlets (stores, shops) and units rendering services
is done on the basis of criteria set up by the NCS, the regional statistica
of fices and the General Statistical Division of Bucharest Minicipality.

25. The nonencl ature of goods and services is followed strictly. The itens
are identified by functional features in the questionnaires. The prices
recorded in the notebook are the nonminal prices recorded on the reporting
dates and refer strictly to the respective itemtaking into account its
techni cal characteristics described in the notebook

26. Retail prices are recorded only for itens included in the questionaire.
The prices of goods kept in stock, as well as goods exchanged as barter

bet ween producers are not recorded. The prices for sone inported food
products (apples, pears, nelons) are not recorded if there are prices of
simlar goods produced in the country.

27. Seasonal assortnents are included in the observati on when they appear
fromthe nonth a rhythnmic observation of prices can be observed till the end
of the season. The prices for early vegetables and fruit are not recorded.

28. The observation of maxi mum nunber of prices for each itemin each
observation outlet and unit in required, so that the interviewer is able to
assure the observation of the prices every ten days in order to follow the
real novenent of the prices during the nonth.

29. If during the period of ten days prices are changed due to
admi ni strative docunments (exanple: transport of passengers, fuels, water
etc.), an average price is calculated for that period. It is conputed as an

wei ght ed average of the old and new price, the weights being the nunber of
days in the ten days period. The calculation fornula is as foll ows:

Install Equation Editor and double-
click here to view equation. 1

wher e:

po = old price (before change);

N, = nunber of days of reporting period where old price was avail able

p, = effective new price, available after the change;

n, = nunber of days left in the reporting period where new price was
avail abl e

30. To assure the continuity of data series it is required that the sane
variety of a certain itemis kept in the observation which should correspond
to the following conditions: has the best best sales (as volune); the
continuity of observation in the tinme can be assured; is the nost closed to
the technical charecteristics of the itemincluded in the nomenclature.
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VI. AUTOMATIC DATA CONTROL, ANALYSIS AND CHECKING

31. After receiving the data files sent by Statistical County Ofices and
Statistical Division of Bucharest Municipality, data are automatically
control led, as foll ows:

- integrality - checks if all counties have sent data files;

- conpatibility - checks if files structure corresponds to the
structure of centralised processing as well as to the nonth of data
processing (current nonth).

The files accepted after autonatic control are used later to calcul ate
the information, necessary for the analysis carried out by the statisticians
responsi ble for the survey. These infornmation consist of;

- anplitude of variation ( imn imx) represents the di stance between
m ni mand maxi mindex for each assortment;

- anplitude of variation separated in 5 equal intervals;

- standard relative variation at the |evel of each observation point.

VIl. THE ALGORITHM OF COMPUTING THE CONSUMER PRICE INDEX

32. The used index is of Laspeyres type, with weights from 1995. The
general formula to calculate the Laspeyres type index is as follows:
Install Equation Editor and double-
click here to view equation. 2

33. CPI cal cul ation supposes the foll ow ng stages:

Price index calculation at variety |evel:

Install Equation Editor and double-
click here to view equation. 3

Install Equation Editor and double-

click here to view equation. 4= price of i variety recorded in current
nont h;
Install Equation Editor and double-

click here to view equation. 5= annual average of i variety prices in 1995.

The price of i variety recorded in current nonth
Install Equation Editor and double-

( click here to view equation. 6) is calculated as a sinple nmean of these three

nont hly recordi ngs, as follws:
Install Equation Editor and double-
click here to view equation. 7
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wher e:
Install Equation Editor and double-
click here to view equation. 8 = noninal prices afferent to the three
peri ods of current nmonth for v,
variety
34. In order to determine the annual average of variety v; prices in 1995
Install Equation Editor and double-
click here to view equation. 9, the following stages should be followed for the

items which already exist in the nonmencl ature:

- calculation of average prices related to the varieties by nonths in
1995;

- inputation of nmonthly average prices for all varieties wthout any
records of prices,

- calcul ation of annual average prices at the | evel of varieties by
sinple arithmetic mean of nonthly average prices in 1995;

35. For the new itens introduced in the nonencl ature another procedure is
fol | owed:

- releasing the newitens in Decenber 1996 and recording prices related
to Decenber 1996

- assimlating the new assortnments with those already existent in the
nonencl ature (in the case of expenditure positions with honbgeneons
structure) or directly with expenditure positions (in the case of
nonhonogeneons positions);

- calculation of the basic average price at the |level of variety by the
ratio of price in Decenber 1996 and price index assinmlated at the |evel of
itemor position (the last one is calculated as the ratio of average prices
i n Decenber 1996 and annual 1995).

Cal cul ation of price indices at assortnent |level, as an arithnetical
nean of indices at variety level, by the fornul a:
Install Equation Editor and double-
click here to view equation. 10 n # 68

n = nunber of centers for price / tariff collection;

Cal cul ati on of aggregate indices at expenditure position |evel, as
wei ghted arithnetical nmean of price indices relating to itens contained in
t he expenditure position using the formul a:

Install Equation Editor and double-

click here to view equation. 11
wher e:
Install Equation Editor and double-
click here to view equation. 12 = weight (relative inportance) of itens s;
in total consunption expenditures in
1995;

Install Equation Editor and double-

click here to view equation. 13 = anount of itemweights wthin expenditure
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