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The Consuner Prices and Ceneral Inflation Division (CPGAD) of the
UK O fice for National Statistics (ONS) is responsible for

produci ng a wi de range of inflation neasures. The neasure with the
hi ghest profile is the nonthly Retail Prices Index (RPl). The
latter is the main domestic nmeasure of consunmer inflation and
CPADis conmitted to the production of a high quality RPI where
quality is defined as “a process of continuous inprovenent,
systematical |y eval uated agai nst custoner requirenments”

Achi everrent of this goal is assessed through an eval uati on of
accuracy, timeliness, efficiency and rel evance agai nst pre-set
targets.

In this context | SO 9000 has becone an integral part of an ongoi ng
programe designed to inprove the quality of the United Kingdonis
Retail Prices Inde. It is a key elenent underlying a fornal

qual ity managenent systemfor the nonthly production process,

whi ch al so includes the use of the EFQM Excel | ence Mdel, and
benchmar ki ng agai nst other National Statistical Institutes.

* Prepared by M. David Fenw ck.

GE. 99-



CES/ AC. 49/ 1999/ 14
Page 2

Thi s paper covers a general review of the neaning of quality, the
di fferent approaches available to quality managenent, the
potential these have to inpact on business performance and how t he
[atter can be neasured.

The paper describes different aspects of a Quality Managemnent
System and how t hey are addressed by the UK Ofice for Nationa
Statistics. The paper al so describes sone of the benefits that
have accrued fromusing a formal Quality Managenent System and
conversely addresses sone of the disadvantages that can be
associated with formal quality managenent systens. Al so descri bed
is how a quality managenent franework can be used as a vehicle for
process re-engi neering. Business perfornance is considered in the
context of the ultimate quality of the consumer price index.
Wthin this framework the paper reviews the role of benchmarking a
CPl against CPls produced by other National Statistica

I nstitutes.

A nunber of case studies are provided to give extra practical
i nsi ght.

l. I nt roducti on

1. Consuner price indices are one of the nost inportant and w dely used of
nmacr oecononi ¢ i ndicators. As well as inform ng econonic policy they are used
for indexation of welfare benefits and securities and also for escal ation
clauses in private contracts. Accuracy and reliability is of paranount

i mportance. An overstatenent or understatenment of inflation can directly

af fect Government expenditure and receipts as well as have long-term
consequences on the well being of a citizen through the inpact of poor data
on the success of econonic decision making and ultimately the performance of
an economy. Associated problens relating to escalation clauses in private
contracts can inpact on the financial viability of individual conpanies and
their ability to provide enploynment to individuals.

Definition of quality

2. A literature search highlights varying perceptions about the neaning of
quality but an inmportant comon thread is the requirenment to react to and
serve user needs. Thus the inplenmentation of an effective quality nmanagenent
systemrequires a high |l evel understandi ng of what custoners need and the
translation of this into a coherent statistical and quality framework. Such a
framework is also necessary for putting together criteria for judging
success. User needs can be canvassed either formally through negotiation of
contractual obligations which may or nmay not be legally binding or |ess
formal Iy through talking to custoners on a one-to-one basis or through

cust oner surveys.
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3. One possible definition of quality, as used for the purposes of the UK
RPI, is “ a process of continuous inprovenent, systenatically eval uated

agai nst customer requirenments”. Perfornmance can be neasured agai nst a
conbi nation of five factors: accuracy; tineliness; efficiency; relevance;
coher ence.

A strategic framework for a quality organi sation

4, Organi sations that are associated with quality outputs have a nunber of
characteristics in conmon:

t hey have a coherent business strategy and vision which is shared by the
whol e organi sation;

this includes a commtnent to quality and continuous inprovenment and a
recognition of the benefits that this can bring;

they are open to external influences and are willing to learn from others;
they are custoner orientated;

t hey have organi sati onal structures that encourage eval uation and self
criticism

there are procedures in place to encourage innovation

enpl oyees are fully involved in quality issues and innovation

there is a clear Iink between corporate business objectives and persona
wor k obj ecti ves;

this is supported by action plans with specific targets;

there are training plans for enployees so that the required skills are
avai |l abl e and can be nobili sed.

5. To put this into effect there should be a recognition in high Ievel
docunentation that “quality” is inportant; it is not static but is a
conti nuous process; and that it enconpasses a nunber of issues including
neeti ng custoner needs, producing a product or service to rigorous

speci fications; and avoiding errors.

6. In a public sector organisation contractual relationships can be taken
forward with mai n governnent custoners through the negotiation of rel evant
Service Level Agreenents (SLAs). These provide a working | evel docunent
within a broader unbrella agreenent or Concordat. The latter defines
respective roles and responsibilities and nmechani sns for the managenent of
wor ki ng rel ati onshi ps. Service Level Agreenents (SLAs) underpin concordats by
giving a nore detailed description of particular services provided by the
national statistical institute, performance standards and steering and
managemnment arrangenents. They can be reviewed annually as part of the annua
busi ness planning round and help to inform Busi ness Plans and nore frequently
when dictated by operational requirenents. SLAs should not necessarily be
seen as legally binding but should be designed to provide a nutua
under st andi ng of the services governnent departnents can expect fromthe
national statistical institute. There are strong argunments in terns of
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transparency of governnent for both concordats and service |evel agreenents
to be published. They can al so provide the basis each year for forna
feedback from customers on perfornmance with the opportunity for publication
of the latter in sunmary formin an Annual Report which may formpart of a
formal arrangenent of performance reporting to Parlianent.

7. In many countries issues relating to the Governance of the nationa
statistical institute are set down in a Framework Docunent or simlar
docunent. This is a nuch higher |evel docunment than either the SLA or
Concordat. It defines the functions and responsibilities of the nationa
statistical institute and generally guides and directs the work of the
office. It is of strategic inportance and can strongly influence the
direction of the office. For instance, one of the objectives of ONS as
stated in its Framework Docunent is to “inprove the quality and rel evance of
its service to custoners- both in governnment and the w der user comunity”
The Framework Docunent thus recognises directly that quality nanagenent is a
conti nuous process.

8. This recognition of the inportance of quality can be further endorsed
by a published vision of the national statistical institute as a key supplier
of authoritative, tinmely and high quality information. In ONS this is
encapsul ated in the ONS objectives published in its annual business plan
These include inproving quality and rel evance thereby increasing public
confidence in the integrity and validity of ONS outputs. The objectives are
further re-enforced by a Charter Statenent for Custoners and Suppliers which
gives a public conmtnent on standards of service to customers in general and
by a published Vision of ONS as a provider of authoritative, tinmely and high
quality statistics.

Per f or mance Managenent

9. Equal ly inmportant is the transfer across to an effective perfornance
managenent system for individuals. Performance nanagenent can be seen as a
conti nuous process designed to i nprove work outputs by focussing on what
peopl e actually achi eve rather than the anpbunt of effort put into the work.
It should provide the |link between the objectives of the individual and those
of their team and the wi der organisation so that work plans are coherent
across the organi sati on and everybody knows what they are doing and why they
are doing it. The performance nanagenent system shoul d provide cl ear

obj ectives for nonitoring and evaluation to enable feedback on performance
and also to assist with the identification of the devel opnment needs of

i ndi vi dual s.

10. Per f or mance managenent shoul d be conti nuous.

11. Al the above are found in the UK nodel. This can be generalised as
fol | ows:
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Structural nmodel for Quality Organi sation
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. Qual ity managenent systens
12. There are a nunber of best-practice standards that can be exploited to
hel p organi sations to inprove quality managenent, some of which have the

added advant age of being internationally recognised.

Total Quality Managenment (TQW

13. Total Quality Managenment or TQMis nost closely identified with a
managenent phil osophy rather than a highly specified and structured system
The characteristics associated with TQM and an effective quality culture in
an organi sation include:

clearly defined organi sational goals;
strong custoner focus;

strategic quality planning;

process orientation;

enpl oyee enpower nent ;

i nfornmati on shari ng;

continuous quality inprovenent.

14. Successful inplenmentation relies on the ability of an organisation to
integrate these characteristics into a common organi sational structure. In

its nost sinplistic form TQM can be represented di agrammatically as foll ows
(see next page for nore detail ed inplenentation nodel):

Total Quality Managenent
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L h
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Benchmar ki ng

15. Benchmarking is a process of conparing with, and learning from others
about what you do and how well you do it, with the aimof creating
i mprovenents.

16. VWi | st the perfornmance of one organisation rmay be inproving all the
time, it may still lag behind others and, nore inportantly, behind the ever-
ri sing expectations of custoners. Wrld Cass Organisations do not satisfy
thenmsel ves that their performance is better than it was — the enphasis is on
bettering performance agai nst ot her conparabl e organi sations.

17. Anmongst the reasons why benchnarking is both desirable and necessary,
perhaps the major driver is the ever-increasing pace of change, which denands
both increnental inprovenents to stay in the ganme and breakt hrough

i mprovenent to get in front. This pressure applies equally to the public as
the private sector, as custonmer expectations are ever increasing wth higher
| evel s of service denmanded at a |l ower cost in terns of price or resources.

18. Usi ng benchnar ki ng can hel p an organi sation to:

Establish a baseline of its own performance

Conpare its performance and practice with others

Capture new ideas fromtested and proven practices

I dentify met hods of achieving superior perfornance

I dentify clear goals.

European Guide to Industrial |nnovation

19. A further devel opnment, which takes benchmarking in a particul ar
direction, is the European Conm ssion’s “European Quide to Industrial

I nnovation”. This guide is designed to help organi sations inprove quality

t hrough i nnovati on and supports organi sations that are interested in
exploiting the benefits of TQM Despite its title the guide is of rel evance
to all organisations.

20. The gui de consists of three parts:
Part 1- a summary of the benefits of innovation illustrated by exanpl es of

best practice. This part also includes a generic best practice framework
(see bel ow);
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Part 2- a conputer-based self-assessnent package to hel p organisations
identify their main strengths and weaknesses and to devel op an action plan
to become a nore innovative organi sation

Part 3- an index of appropriate managenment tools.

21. It enables organisations to carry out diagnostics assessnents, which
concentrate on the key processes and identify critical areas for inprovenent
with corresponding action plans. In this respect the guide can be seen as
supportive of organisations wi shing to adopt specific quality initiatives
such as | SOO000 and the EFQM Excel | ence Mbdel

EFQM Excel | ence Mode

22. The EFQM Excel | ence Model is one of a nunber of quality nanagenent
nodel s that provide an integrated structure for co-ordinating and integrating
specific quality initiatives. It helps to neasure achievenents and to
identify areas of relative weakness and is often used as a nethod for
benchmar ki ng agai nst other simlar organisations. The EFQM Excel | ence Mde
has a broad focus and unlike, say |1S0000, is not concerned with processes
alone, rather it takes an overview of the organisation, the way it is
structured, its ethos and its ability to deliver quality products. The node
was devel oped by the European Foundation of Quality Managenent.

23. Under |l yi ng the EFQM Excel |l ence Mbdel is the realisation that business
excel |l ence neasured through customer satisfaction is achieved through an

ef fective | eadership, which drives policy and strategy, allocates resources
conpatible with that policy and manages enpl oyees to nanage the processes.
This is shown in diagrammtic form bel ow

EFQM Excel | ence Mode
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| SO 9002

24, The International Standard |1SO 9000 is an international quality
standard for managenent systens. A quality systemis a conmnon-sense, well-
docunent ed busi ness nanagenent systemthat is applicable to all business
sectors which hel ps to ensure consistency and inprovenent of working
practices, including the products and services produced.

25. There are currently 3 International Standards dealing with quality
system requirenents that can be used for external quality assurance and
accreditation purposes. For the UK RPlI, we have chosen | SO 9002, as the
systemrel evant for use when confornance to specified requirenents is to be
assured by the supplier during production, installation and servicing.

26. These standards are to be revised for the year 2000 to give users the
opportunity to add value to their activities and to inprove their perfornance
continually by focussing on the major processes within the organisation

They will result in a closer alignnment of the quality managenent systemwth
t he needs of the organisation and reflect the way those organisations run
their business activities. It will therefore cone nore into line with TQMV
and the EFQM Excel | ence Model

[1l1. Case Study 1: Australian Bureau of Statistics benchmarki ng exercise of
consuner price indices

hj ectives

27. The objectives of this exercise were fourfold:

to conpare efficiency of delivery between national statistical institutes;

to identify areas of best practice and learn fromthe experiences of other
institutes: so that

“val ue for noney” could be denonstrat ed;
per f ormance coul d be inproved.

28. Three countries participated: Australia; New Zeal and; and the United
Ki ngdom

Per f or mance neasures

29. As a first step a small set of critical neasures that best reflected
the performance of the processes and outputs were identified under three
headi ngs:

qual ity measures, which exam ne the statistical quality of price
col l ection;
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ef fecti veness neasures, which neasure the rel evance of outputs to
custonmers (through client satisfaction surveys);
efficiency neasures, which neasure the unit costs of production

30. It should be noted that all these nmeasures relate to quality in the
br oader sense- see definition in chapter introduction

31. Once agreed these neasures were then interpreted in the context of the
production of consuner price indices, using process nmapping to identify
critical core processes common to each organi sation, and rel evant perfornance
neasures were devel oped. Perfornance neasures were chosen not only to refl ect
busi ness obj ectives but also the need to have neasures which were sinple to
nmeasure and easy to interpret and ones where the results could not be
mani pul ated or | ead to oblique actions or conclusions. The process nappings

t hemsel ves, which provide a diagranmatic representati on of working
arrangenents and the inter-relationshi ps between different parts of the
production cycle, were regarded as useful tools for the eval uation and
interpretation of the benchmarking findings. Further details of the
performance neasures are given in the table bel ow and an exanpl e of a process
mappi ng for the UK RPlI is given at Annex A

RPI Performance Measures

la Response rate

month total quotes | missing prices [seasonal items| missing price |% prices
seasonal items|collected
99 03 132017 16036 5830 707 87.85%
99 04 132272 16276 5814 851 87.70%
99 05 128838 16090 5684 719 87.51%
AVERAGE 87.69%
2a Imputation rate
month total base imputed base (% imputed
prices prices base prices
99 03 119050 3565 2.99%
99 04 123153 5036 4.09%
99 05 125753 3708 2.95%
AVERAGE 3.34%
3a/b Audit of prices
month % price % indicator
failures failures
99 02 1.40% 1.70%
99 03 1.40% 1.50%
99 04 2.80% 1.90%
AVERAGE 1.87% 1.70%




CES/ AC. 49/ 1999/ 14
Page 11

4a Quality adjustment

year Quality
adjustment
1999 0.32%

5 Maintenance and review

Negligible effect - weights are only altered on an ad-hoc basis if sub-items fall out of the
Index. As the changes are made on an ad-hoc basis, any measure would not be truly
Representative or useful.

6 Currency of expenditure weights

= mid-point of RPI design - mid point of the Family Expenditure Survey
=99 _07-98_01
=18 months

7 Timeliness of release

a = end of reference period - release of data
= 16 days (1999 average)

b = end of data collection period - release of data
= one month ( as both collection day and release of data fall on Tuesday, this period will
Always be exactly four or five weeks depending on the number of Tuesdays in the month)

RPI Performance Measures notes

la Response rate

The number of goods where a

Price is out of season has proved difficult to calculate within the RPI as when a seasonal good is out of season,
The collector will pay no attention to it and no mention of it can be found on RPI's databases

Figures are shown for the most current available months in both cases.

2a Imputation rate
For the RPI, if an item has a zero price, it is excluded from the index for that month, no actual prices are imputed.
Base prices however are imputed and the results reflect to what extent this occurs.
Figures are shown for the most current available months in both cases.
3a/b Audit of prices
Figures are shown for the most current available months in both cases.

4a Quality adjustment

Only personal computers are currently explicitly quality adjusted in the RPI and are weighted. New cars are quality adjusted
But have a zero weighting. Impact of implicit quality adjustment not covered.
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5 Maintenance and review

Negligible effect - weights are only altered on an ad-hoc basis if sub-items fall out of the
Index. As the changes are made on an ad-hoc basis, any measure would not be truly
Representative or useful.

6 Currency of expenditure weights

18 months is generally correct for all items in the RPI except some housing items where the Family Expenditure
Survey is conducted over three years instead of one.

7 Timeliness of release

Publication dates are confirmed three months in advance but generally both (a) and (b) are correct.

Met hod of wor ki ng

32. The net hod of working has been defined in terns of conprehensive

net adat a whi ch details how each area of study (in this case the participating
NSI s consuner price indices) are collected, processed, released and

di sseminated. It also includes technical data such as:

t he enuneration

t he nunber of itens sel ected

their classification and how they are revi ewed
sanpling

scrutiny checks

i mputation etc

Sunmmary of results

33. It is far too early to provide even a broad indication of the
conclusions to be drawn fromthis exercise as the evaluation process is stil
inits early stages. However, it is clear that the benchnarking exercise has
identified sone interesting differences in practices between the three
national statistical institutes involved. It is hoped to further report on
these at the Novenber neeting in Geneva.

Proj ect eval uation

34. Undert aki ng a benchnar ki ng exercise requires forward conmi tnent and can
i nvol ve consi derable effort by those involved. In order to ensure success it
is therefore inportant when entering into such an exercise that:

the exercise is tailored to the requirenents of the national statistica
institutes invol ved;
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t he individual requirenents of the partners are nutually conpatible and
this is reflected in clear goals;

these goals are fully shared by all participants and are reflected in an
agreed project plan with tinetable;

there is a proper allocation of resources for the project based on a
realistic assessnment at the start of the total resources required,

partners fully subscribe to the process of |earning by sharing and one
which is | earner-centered rather than teacher-centered,;

confidentiality and other related security or personal issues of
i ndi vi dual menber NSIs are observed.

there is nutual trust and respect between partners.

I V. Case Study 2: Quality nmanagenent and auditing of the nmonthly processing
of the UK Retail Prices Index (RPI)

Hi storical background

35. The catal yst for the devel opnment of a Quality Managenment System for the
Retail Prices Index was the narket testing of price collection and the award
of a contract to a private sector conpany. Prior to that date the collection
of prices fromshops was carried out by staff at |ocal enploynent offices who
in between carrying out their normal duties would visit a purposive sanple of
shops in their locality once a nonth and nmanually collect prices for a range
of pre-selected itens. The latter was not a contractual arrangenent and this
was seen as a di sadvantage. Anecdotal evidence together wth know edge of
private market research activity indicated that the quality and tineliness of
the RPI could be inproved and increased value for noney obtained. Thus it was
agai nst this background that ONS took the opportunity not only to review
service delivery but also quality managenent arrangenents. Market testing
provided a discipline for establishing user need and what |evel of service
was required as well as a nechanismfor contracting out to a data supplier
for whom data collection was a “core” business. The ability to inprove
quality was greatly enhanced anobngst other things by better docunentation
better sanpling and al so conputerised data collection. The latter
significantly increased the scope for auditing of price data in the field at
time of collection and prior to receipt in Head Ofice and al so better
facilitated the managenent of operations through tinmely production of
managenent information. It will be seen in the paragraphs that follow that
conputerised price collection underpins quality managenent of the RPI

The Qual ity Managenment System

Wat is the RPl and howis it neasured?

36. The RPlI nmeasures the change in the total cost of an inaginary shopping
basket of goods and services which people typically spend their noney on. The
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content of the basket is fixed each January for a year at a tine but as the
prices of individual products vary over the year so does the total cost.
About the middle of every nmonth price collectors with portable conputers and
acting on behal f of ONS obtain about 120,000 prices for about 500 specified
goods and services sold by a variety of shops covering 146 | ocations

t hroughout the country. Data is also collected centrally fromcertain
retailers with nultiple outlets and for some standard indicies, so that
around 135,000 prices are collected in total each nonth. These are then
collated and sent to ONS where they are checked and processed and then

wei ghted together to ensure that the index reflects the relative inportance
of the various itens in the shoppi ng basket and the ampbunts that are spent in
different regions of the country and in different shops. The index is
published four weeks later to a pre-announced date. This is an extrenely
tight timetable with very little leeway. It is therefore inportant that the
qual ity managenent system provides a tinmely audit trail and that nechani sns
are in place to effectively respond to pressing operational problens that may
ari se. However, equally inportant was the need to ensure that there were
adequate controls for |ess frequent processes such as the annual update of

t he shoppi ng basket and that quality not only addressed day to day
operational issues but also the potential for |onger terminprovenents. Thus
underlying the approach adopted was the concept that quality was about

i mprovenent and that it was a continuous process.

The RPI Quality |nprovenment Progranme

37. The re-engineering of the RPl previously referred to consisted of three
mai n el enent s:

redesi gn of sanpling and i ndex data col |l ection and producti on arrangenents.
This included a nove from purposive to random sanpling, contracting out and
the introduction of conputer assisted data collection in shops;

nore effective central collection of prices frompublic utilities and |arge
super mar ket chai ns and departnent stores, for instance noving over to
central collection for nore outlets and greater use of electronic
transm ssi on;

the introduction of nore effective quality managenent systemwth, for
exanpl e, contractual targets and formal auditing

This case study focuses on the formal Quality Management System

Overview of the Quality Managenent System

38. Wth the above in mind the decision was taken that the Quality
Managenent System for the Retail Prices |Index should cover activities
relating both to validation of the production cycle itself, a nonthly
auditing of the price collection process in the field by independent
observers and an annual review process which focuses nore on strategi c and
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| onger termissues. The latter involves |learning from past experiences and
identifying and taking forward actions, which will inprove future quality.

39. The Quality Managenent System adopted for the RPI has been designed to
neet the International Standard | SO 9002. |1SO 9002 states that “The supplier
shal | establish, docunent and naintain a quality systemas a neans of
ensuring that the product conforms to specified requirenments”. The vi ew was
taken that whilst 1SO 9002 did not set standards or guarantee quality it did
provide a readily available franework within which quality could be
continually inproved. In addition it was internationally recognised.

40. A consci ous decision was taken not to include technical devel oprment
wor k, such as the introduction of better sanpling or data sources, or the
annual review of the basket as what woul d have been gained by covering nore
processes woul d have been lost in loss of focus and the difficulty of draw ng
toget her very different processes.

41. Restricting the scope of the formal quality nanagenent exercise using
| SO000 as the managenent tool for auditing also nmeant that the scrutiny
focused on those areas either contracted out as a result of market testing or
heavily affected by contracting out. This was seen as an advantage as
contracting out had focused on those key activities where quality had been
identified as a key concern and issue and where with the resulting adoption
of handhel d conputers the process had undergone a transformation in ternms of
data collection techniques. Thus | SO000 was al so seen as providing input
into a post-eval uation exercise of the benefits of contracting out. In the
longer termit would also provide a key input into any re-negotiation of
price collection contracts.

RPI Qual ity Managenent System
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Key Features of RPI Quality Managenent System

42, There are three specific features of the RPI Quality Managenent System
which it is worth drawing to the attention of the reader

defining standards. It is up to managers in conjunction with input from
users to define standards. This includes defining what we do and how we do
it. This is a general rule which can usefully applied to other
ci rcunst ances. But note that those involved in the production process have
a useful role given their detail ed know edge and experience of the
production process;
descri bing the processes. To describe the processes requires standardi sed
and quality assured docunmentation which is accessible to all. It is

i mportant that this docunentation nust be conpleted by those actually
undert aki ng the processes ;

produci ng the evidence. Auditing arrangenents need to be in place to
ensure the processes are carried out properly and to a satisfactory
concl usi on

Key aspects

43. The above features underline all aspects of the RPI Quality Managenent
System The key aspects of the systemare threefold. Each aspect should be
seen as inter-dependent and an integral part of the whole:

docunent ati on of the nonthly production processes fromthe collection of
prices to the data processing to publication of the index;

auditing of local price collection and the nonthly production process;

a regul arised review system which focuses both on the nonthly production
process and | onger-term i ssues.

Docurent ati on of the Monthly Producti on Process

Docunent ation structure

44, A key elenment of the RPI Quality Managenent Systemis that all aspects
of the nonthly production cycle are not only docunented but also quality
assured. There are four |levels of docunentation

the Quality Manual which defines quality in the context of the index and

al so gives an overview of the quality systemincl udi ng managenent

or gani sati on;

a description of the Procedures, in particular the nonthly production cycle
i ncl udi ng division of responsibilities;

the Work Instructions which give precise details of how tasks are to be
undert aken;

ot her reference docunents including publications such as Techni cal Manua
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45, Qual ity assurance ensures the accuracy, relevance and effectiveness of
t he docunentation and also helps to identify training needs.

Structure of RPI Docunentation

Quality Policy & System
Manual Description

Procedures \4— Whn & What
Work Instructions \4— How

Ref. Documents Reference
(eg Technical Manual, < Documents
ONS Finance Handbook)

The benefits of docunentation

46. The benefits of good docunentation were perceived to be w der than
provi di ng useful reference docunents for the training and i nduction of staff.
Docurent ation, especially at a higher level added to the integrity of the

i ndex by providing transparency to nethodol ogy and procedures and al so added
to user understanding. From a nmanagenent viewpoint it provided an opportunity
to introduce a nore standardi sed approach to work both in terns of processes
and net hodol ogy and al so provided a neans of know edge sharing to assist with
staff cover.

47. Just as inportantly the process of docunmentation itself provided a
nmechani smfor the quality assurance of index conpilation processes and
nmet hods.

48. As a result of this exercise a nunber of reference docunents have been
produced. This includes a Quality Manual, which defines quality policy and
provi des a general description of the Quality Managenent System It is worth
noting that this has been produced with full involvenent by those involved in
RPlI production. As such the production teamowns it. In addition a set of
mandat ory procedures have been conpiled which identify individua

responsi bilities thereby increasing team understanding of roles and
interrel ati onshi ps between different team nmenbers. The latter has been
augrment ed by detail ed work instructions on how i ndividual tasks should be
carried out. In addition ONS published for the first tine a Retail Prices
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I ndex Techni cal Manual ainmed at users who wanted to know how prices data is
col l ected and aggregated into an index. This is published “print on denmand”
whi ch accomodat es regul ar updati ng and was found to be the nobst cost-
effective.

Training and Investors in People

49, Investors in People (1iP) is an externally recogni sed national standard
that sets a |l evel of good practice for inproving an organi sation’s
performance through it people. It’s key principle is that businesses cannot
succeed in neeting their business goals unless they devel op their people
sufficiently to neet their ains. Therefore there needs to be a two-way |ink
bet ween busi ness plans at every level and training and devel opment plans for
t he enpl oyees who have to deliver the business. The procedure of
docunent ati on gone through as part of the Quality Managenment System has

hel ped identify training needs and these have been incorporated into the

per sonal devel opnent plans of individuals and in-group Training Plans. In
addition nore effective pre-training and post-training eval uati on procedures
have been introduced which help to nonitor the quality of training and its
val ue agai nst business needs and al so provide an inmportant input into quality
managenent. Thus |i P has been identified and used as an effective “quality”
tool in the context of the RPI Quality Managenent System and | SO 9000.

The use of Lotus Notes

50. Lotus Notes was recently introduced as standard software in the
organi sati on and has been identified as an additional tool for inproved
qgual ity managenent particularly in the context of docunentation production
and di ssem nation and its control. The benefits are seen as threefol d:

much nore efficient production of docunmentation as it helps with initial
conpilation and reduces the need to print and circul ate paper copies;
better infornmed staff because they have i mredi ate el ectronic access to
| at est docunentation including desk instructions with search facility by
subj ect and aut hor;

better quality control, as access to non-authors is restricted to “read
only”.

Expl oitation of Lotus Notes is in the early stages and the benefits will be
nonitored cl osely.

Audi ti ng

51. The auditing of the nonthly production process is carried out by a

dedi cated Quality Managenment Branch with no operational responsibilities. The
auditing is planned so that each aspect of the nonthly production cycle is
audited at | east once a year. This includes an independent audit of |oca
price collection where ONS auditors acconpany private sector price collectors
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inthe field and also carry out random past-hoc checks to see if the

coll ectors reach the high Ievel of accuracy to be achieved as part of the
contractual requirenent. The latter, including the provision of nonetary
incentives in the contract have proven to be effective quality tools.

Audit of local price collection

52. 10 part-tine regionally based collectors enployed directly by the
Ofice for National Statistics carry out auditing of |local price collection
There is a system of acconpani ed collection plus post hoc checks.

53. Every nonth each ONS auditor acconpani es a sanple of price collectors
out in the field when they are collecting prices. The latter are partly
chosen on a random basi s suppl enented by selective visits to those collectors
where ot her feedback has reveal ed reason for concern. Experience would

i ndi cate that selective visits would be nost effective for identifying and
rectifying quality problens in the field. However, randomvisits are
necessary in order to produce nonthly perfornance indicators, which neasure
whet her contractual obligations of the price collection conpany are bei ng
fulfilled. It is mainly because of the |latter reason that the post hoc checks
are carried out at random

54. The main purpose of these audits is to ensure that each collector is
followi ng the procedures laid down for price collection so that:

the risk of errors is reduced;
contractual obligations are nonitored,
standards of accuracy are maintai ned

55. But it is also inportant to recogni se other benefits which ensue and
are of greater strategic inportance it ternms of continuous quality
i mprovenent. These are:

rai si ng awareness of quality;

identification of the scope for introducing inprovenents to quality

i ncluding rectifying weaknesses in procedures and docunentation and also in
price collection skills.

56. The acconpani ed col | ection focuses on reducing the risk of errors and
of highlighting general or individual training needs. For instance, action
points may relate to inadequacies in guidance notes or the skills of
particul ar collectors and appropriate action such as the rel ease of revised
field instructions and refresher training for certain collector will be
initiated and outcones nonitored. Problens with individual collectors maybe
followed up with the contractors regional supervisor of Head Ofice. This
acconpani ed checking is in addition to in field price validation that is
programed i nto the handheld conputers used for data collection. The latter
i nvol ves a conputer progranme, which pre-specifies by itemand for non-sale
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periods the linmts of the allowabl e percentage change in price each nonth.
Where a price change exceeds this limt the progranme will require the re-
entry of the price in case of an incorrect input and an explanation if the
actual price change is over the allowable limts.

57. The random post - hoc check involves ONS auditors re-pricing a random
sel ection of itens in a random sanple of locations to see if the error rate
iswithin the 5%allowed in the contract and that it is not systematic and
therefore lead to bias in the index. It focuses on raising awareness of

qual ity both anongst individual price collectors and within the contractor
organi sation and in ensuring contractual obligations are net.

58. The post-hoc audit is carried out within tw working days of the
original price collection and each nonth covers about 70 uniquely defined
price quotes using detail ed product descriptions and shop codes. A nunber of
quality indicators are neasured

a pass mark, which defines the maxi nrum nunber of incorrect price quotes,
allowed in each location to adhere to contractual obligations. Conversely
i ncentive paynments are offered where the contractor delivers an error rate
significantly bel ow the maxi mum Thus there is an in-built mechanism for
continuous quality inprovenent by the contractor

a subjective assessnment of item descriptions and al so other information
useful for quality control and nonitoring such as whether a price is a sale
price. This type of information is routinely recorded by price collectors
and is inportant to sustain conparability over tinme when prices nay
fluctuate or where old itens disappear fromthe shelves of shops and are
repl aced by new ones. Auditing arrangenments allow greater fluctuation in
prices where there is a sale price involved.

59. The latter indicator is not used as a performance target as such
because it is too subjective but it has neverthel ess proved val uabl e
information for quality nanagenent of price collection particularly for
training of the fieldforce. Mire recently it has also been the focus of a
pil ot exercise to neasure the representativity of the selection of itens
priced in the index, in particular whether the nethod by which price
collectors are asked to price a “representative brand” of a particular item
is leading to systematic bias.

Revi ews

60. Quality is defined as “continuous inprovenent” and as such it is

i mportant that outcones are reviewed as part of the forward planning process.
It is for this reason that short-termand | onger-termrevi ew procedures are
put in place.
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Qual ity Days

61. A Quality Day is held towards the end of each nonth when the production
team focuses on quality issues, which have arisen in recent nonths including
a review of the operation of the nost recent production cycle. Wen these
days were first introduced a few years ago they were fairly formal and

i nvariably involved all team nmenbers gat hered toget her whether or not the

i ssue being addressed was of particular concern to them However feedback
fromteam nenbers has lead us to re-evaluate our approach. It is now far nore
flexi ble and includes a general session where nmanagenent gives feedback to
staff, including a nmonthly report on performance covering ONS and the price
collection contractors, and where team nenbers have the opportunity to raise
particul ar concerns. Just as inportant, this is followed by smaller ad-hoc
groupi ngs of staff brought together to tackle particular issues of nutua
interest. Sem nars and presentations are included where appropriate.

62. The Quality Day also includes a forward | ook at issues arising over the
next cycle so that appropriate working arrangenents can be put together. Thus
the focus is both on |earning from past experience, for exanple to avoid
probl ems repeating thensel ves, and on anticipating future issues for forward
pl anni ng.

63. Action points are recorded and individuals identified to follow them
t hr ough.

The annual pl anni ng round

64. The I onger-termel enent of the quality review system focuses on a

hi gher | evel strategic |ook at objectives and how they are going to be
achieved. This reviewis conducted as part of the annual planning cycle and
addresses not only the quality of outputs assessed agai nst user needs but

al so the processes by which quality is going to be achieved. The latter is
now formally laid down in an annual Quality Managenent Action Plan, which is
an annex to the main Business Plan. The Quality Action Plan will normally

i ncorporate a vision of quality and the processes to be used to achieve it.
For instance, the Quality Plan for the RPl includes a commitnment to using
nonthly Quality Days to pronote quality and to seek |1 SO000 accreditation in
1999. Also included is a forward commitnent to a benchnmarki ng exercise and a
sel f-assessnent agai nst the EFQM Excel | ence Mbodel

EFQM Excel | ence Model & Benchmar ki ng

65. Unl i ke | SOO000 whi ch focuses on processes, the EFQM Excel | ence Mde

t akes a whol e busi ness perspective and provides a di agnostic framework rather
than a diagnostic tool inits own right. In this respect it usefully

conpl enents |1 SOO000 and will be used to nmeasure perfornance agai nst pre-
selected criteria weighted to take account of the relative inportance of each
in the context of producing the nonthly RPI. This is further conpl enented by
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participation in an international benchmarki ng exercise involving the
identification and |l earning fromexanples of best practice in consuner price
i ndex production in other national statistical institutes (see first case

st udy).

Benefits of a Formal Quality Management System

66. There were a nunber of reasons why it was decided to inplenent a fornma
Qual ity Managenent Systemand to eventually seek |1 SO 9000 accreditation. The
ONS experience of working towards | SO 9000 accreditation points to a nunber
of benefits:

- it has given a necessary discipline in clarifying and specifying
production procedures and docunenting them nore fully;

- | SO 9000 provides a ready-nade nodel for docunentation and quality
control

- it adds necessary controls, in particular it provides a framework for
the initiation, evaluation and inplenmentation of changes and m ni m ses

the risks of errors;

- it provides a basis for nore effective staff training including
i nduction of new staff;

- | SO 9000 will increase public confidence in the RPI
67. However, it is also strongly believed that | SO 9000 accreditation
should not be a goal inits own right. Mre inportantly for the integrity of

the product are the |l essons to be |learnt whilst going through the processes
| eadi ng up to accreditation.
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ANNEX A) Process M ap

: UK RPI Monthly Production
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