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| NTRCDUCTI ON

1. When t here are new soci oeconom ¢ phenonena which are difficult to
interpret fromexisting statistics, statistical users often conpl ai n about
i nsufficiency of official statistics, and ask for changes in official
statistics so that they nmay provide nore useful information to interpret

t he new phenonena better. On the other hand, changing or innovating
official statistics involves not only an additional cost but also risks
such as causing breaks in time series or abandoning the existing time
series. In such a conflicting situation, it is necessary to consider
carefully whet her changes are truly needed or not, and if so, what kind of
changes they shoul d be.
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2. This paper presents a view on how to resolve the conflicts between
i nnovation and continuity in producing official statistics. The authors
think that the problemis not necessarily an alternative choice but quite
often a matter of bal ancing between the two options. |In this sense, the
authors think that, before naking a decision, it is inportant to assess
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very carefully the urgency for the change in conparison with the necessity
to maintain the existing statistical series and to find out the rea

causes of users' conplaints. In this process, solutions to satisfy the
true needs of users nay often be found wi thout disturbing the existing
statistical series. |f changes are considered to be truly needed as a
result of the assessment, various neasures have to be taken to avoid or
mnimze discontinuity of statistical series.

3. Thi s paper consists of four sections. |In the first section, the
authors' general vieww |l be described on the probl emof innovation and
continuity. The next three sections describe three recent experiences of
the Statistics Bureau of Japan as exanpl es of discussions on changes in
official statistics. The first exanple refers to the Consuner Price |ndex,
where sone informati on suppl enenting the CPI has been additionally
provided to hel p users better understand the current situation of prices,
and no net hodol ogi cal change has been introduced in the franework of the
CPl. The second exanple refers to the nonthly Fanily | ncone and

Expendi ture Survey, where a new regul ar survey has been started to

suppl ement the existing survey. The third exanple refers to the nmonthly
Labor Force Survey, where a plan to redesign the survey is now bei ng
considered in order to provide nore information concerning the unenpl oyed
and under enpl oyed. Finally, concluding remarks will be given

Ceneral view on the conflicts between innovation and continuity

4, When rapi d changes occur in the society and the econony, statistica
users often conplain about the official statistics for not describing well
the current conditions. They then ask for some changes or innovations in
statistics so that they nay better reflect the current situation.

5. In such cases, the authors think that first priority should be given
toidentifying the true needs of statistical users. Decision to change
the existing statistics should be nade only after very careful

consi deration of the users' true needs. Wen the users' conplaints on the
existing statistics are carefully exanmined, there may be a better sol ution
to satisfy the users than just changing the statistical series in
accordance with the users' requests. In sone cases, for exanple,

conpl aints may be based on users' nisunderstanding of statistics. |If so,
pronoti ng better understandi ng anong users may be the appropriate
solution. In other cases, users nmay be conpl ai ni ng because infornation
needed for certain anal yses is not avail abl e or because the present
statistics are not sufficiently reliable. |f so, providing suppl enentary
statistics or inproving reliability nmay be nore appropriate solutions. |If
users are satisfied with the supplenentary statistics, it becones possible
to avoi d changing and disturbing the existing statistical series.

6. In responding to criticisns or requests fromstatistical users, it is
desirable for official statisticians to provide the appropriate
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suppl ementary data pronptly. At the Statistics Bureau of Japan, if

suppl ementary data are consi dered to be needed, the existing data sources
are searched at first, as the data nmay sonetines be readily available. If
the necessary data are not found, they may be coll ected by addi ng new data
items to an existing survey. For this purpose, the nonthly surveys are
sel dom used because nost of the nmonthly surveys require strict continuity.
Instead, the new data itens are usually included in a small-scal e specia
survey or a qui nquenni al survey because continuity is less inportant in
such surveys. Each of the nonthly surveys of the Statistics Bureau is
acconpani ed by a qui nquenni al survey of simlar subjects with a |arger
sanpl e. The latter has an enphasis on detail ed cross-sectional data on the
current topics rather than time series. For this reason, the new data
items are usually collected at first by the quinquennial survey, and if
the new data are proved to be useful, they will be collected by the

nont hly survey.

7. If it is judged that sone changes in the existing survey are
necessary and discontinuity in the time series data is inevitable, it is
necessary to provide sonme neasures to fill the gap between the old and the

new series. At the Statistics Bureau, in nost cases, the old series are
retroactively revised on the sane basis as the new series. |f resources

permt, the old series are continued and published in parallel with the

new series for a certain period.

8. Preserving continuity is not necessarily inconpatible with

i ntroduci ng i nnovati ons. Wiether to change the existing surveys or not
shoul d be deci ded after assessing the bal ance between the gains of
informati on additionally obtained by the innovation and the |oss of the
existing statistical series. 1In the followi ng sections, three recent
exanples are given to illustrate the above di scussion.

Exanple 1: Consuner Price |ndex
(1) Citicisns to the CPl

9. Since nmd-1980's, Japan's price level has remained quite stable for
nore than a decade. In the decade from 1985, the CPl rose by 14.4% which
is an annual rate of 1.4% Two main factors contributed to this
stability. One is the rapid appreciation of yen which kept down the
prices of inported goods. The other is the cost-cutting efforts by
retailers, which has been often called "price collapse". Price collapse
appeared in various forms, such as | owpriced private-brand goods,
rigorous inventory controls, specialized discount shops, etc.

10. In the first half of 1990's, criticisns on the CPl often appeared in
the press. Sone economists and journalists criticized that the CPl did
not reflect the real changes of the price level. They believed that the

CPl overstated the price increase rate and, as a result, the economc
growth rate is underestimated. They, therefore, clained that the CPl
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shoul d be changed in two respects: (a) the specifications of the retai
price survey should be changed so that the new private-brand goods, which
becanme popul ar recently, could be included; (b) nore price data should be
collected fromnew y energing "di scount shops" so that nore of discount
prices could be included.

(2) Measures taken by the Statistics Bureau

11. The criticisms were exanined at the Statistics Bureau, and it was
found that they were nostly based on a mstaken assunption that the CPl
shoul d reflect the prices of the goods and services which were prevailing
inthe market at the time of the survey. This assunption is not right
because the CPl should measure the pure price changes excluding the effect
of changes in quality and quantity. |If the price survey did not trace the
prices of the same products or equival ent ones, the changes of the prices
woul d reflect the quality changes as well. As for the treatnent of

"di scount shops," it has been confirned that they were al ready represented
inthe sanple to sonme extent. It was, however, difficult to measure the
exact share of such shops because the definition of "discount shops" was
not yet well established. For this reason, the scheme of store selection
has been nai ntai ned as before.

12. The Statistics Bureau then publicized its views described above as
far as possible. In this connection, the concepts and the nethods of the
CPl were fully explained with an enphasis on the difference between the
pure price change and the change caused by the quality difference. The
expl anati ons were nade easy to understand for those who were not used to
statistics.

13. Two kinds of supplenmentary data illustrating the explanations were
al so given to hel p users understand the CPl better. One kind of data
referred to the changes in the purchase prices taken fromthe Famly

I ncome and Expenditure Survey. They were conpared with the changes in
prices collected for the CPl to show that the purchase prices reflected
not only the pure price changes but also the changes in the quality of
products. The other kind was the deconposition of the CPl into goods and
services. Wile the over-all CPl rose mainly because the conponent of
services kept rising, the CPl for goods remained quite stable. The CPl of
dur abl e goods such as el ectric appliances even showed a slight decrease.
Al though it took sone time to convince the critics of the proper
interpretation of the CPl, the criticisns eventual ly subsided. The
publicity canpaign on the methods and the interpretation of the CPl has
been continued until now

14. In coping with the criticisns to the CPlI, the experience of the
simlar criticisms in the past was hel pful. The severest criticisns
occurred during the first oil crisis of 1973 when the CPl rose nore than
20% annual I y. Sone econom sts claimed that the CPl's rate of increase was



CES/ SEM 35/ SIVIR 2
Page 5

lower than the "real" inflation rate based on their subjective perception
and that the nmethodol ogy of the CPl shoul d be changed. Al though the
inflationary econonic condition of those days was conpletely opposite to
the present deflationary condition, the basic nature of the criticisns was
quite the sane.

15. The root of the criticisns was the gap between the CPlI and the public
perception. So, the Statistics Bureau nade a research on the public
perception of inflation in order to reveal the causes of the gap between
the CPI and the public perception. For this purpose, opinion polls were
taken successively to find out what factors would influence the public
perception on prices. As a result, it was found that the public perception
was mai nly influenced by the price increase of the goods and services

whi ch were frequently purchased or which had a sharp price increase.
During the first oil crisis, while the prices of basic comodities did
rise sharply, the prices of durable goods rose relatively slowy, which
deterred the CPI fromrising too sharply. It was, therefore, theoretically
i ncorrect to change the methodol ogy of the CPl nmerely to make it match
with the public perception. After the Statistics Bureau published the
anal ysis of the opinion polls, criticisms to the CPl based on

m sunder st andi ng becane very rare.

16. In the above cases, the criticisns to the CPl were based on

m sunderstanding. The Statistics Bureau, therefore, nmade efforts to gain
proper understanding of the CPI by providing vari ous expl anati ons and
suppl ementary data. In this kind of case, it is not an appropriate
solution to manipulate the statistical methods on the basis of the clains
fromusers. Users' conplaints about statistics usually show that they need
better explanations or supplenentary information to interpret the current
situation. So, it is very inportant for the producers of officia
statistics to resolve the nmisunderstanding and to provide the

suppl ementary data that the users truly need.

3 Exanple 2: Famly I ncone and Expendi ture Survey (FIES)
(1) Oiticisns to FIES

17. The Fam |y I ncone and Expenditure Survey (FIES) is a nonthly survey
whi ch collects and conpiles the data of fam |y account books kept daily by
about 8,000 sanpl e househol ds. The data of FIES are published about one
and hal f nmonths after the survey nonth. FIES provides the data on incone
and expendi ture of households in detailed breakdown. It is one of the
nost inportant data sources for both macroeconom ¢ and m croeconom ¢

anal yses.

18. Al though the FIES data and the national accounts data on househol d
consunpti on expenditure usually nove al nost parallel to each other, they
sonetimes showed different novenents in the past. Since 1980's, when the
di fference becane apparently | arge, econom sts often cast doubts on the



CES/ SEM 35/ SIVIR 2
Page 6

reliability of the FIES data, and clained that the nethodol ogy shoul d be
somrehow i nproved.

19. In early 1990's, two kinds of criticisnms were made by sone

econonmi sts. (ne was that the househol d expenditure of FIES showed too | ow
a growh conpared with the private final consunption expenditure of the
nati onal accounts. The other was that the savings rate of FIES was too
high in conparison with that of the national accounts. These criticisns
had been observed fromtime to tine in the past, although they had not
been so conspi cuous.

(2) Measures taken by the Statistics Bureau

20. The Statistics Bureau tried to identify the causes of the gaps
between FIES and the national accounts as a step for inproving FIES. As a
result, the following factors were found as the explanation of the gaps.

(i) popul ation vs. househol ds

The national accounts figures refer to the total population, while
the FIES figures refer to the average per household. As the size of
t he househol ds is becom ng small er these days, the household
expenditures of FIES tend to give lower growh rates in conparison
with the counterpart of the national accounts.

(ii) sanpling errors

Al though the sanple size of FIESis quite large for this type of
survey, the estimates are subject to a relatively large sanpling
error. For exanple, the estimate of the average househol d expenditure
is influenced by a few percent, if the nunber of sanpl e househol ds

t hat purchased expensive durabl e goods such as autonobil es happened
to have increased abruptly due to random sanpl e fluctuation

(iii) difference in concepts and definitions

The concepts and definitions of household expenditure are different
between FIES and the national accounts. The former includes all the
nonet ary expenses in the ordinary sense, while the latter
additional ly includes the expenses not directly incurred to the
househol ds, such as inputed rents of owner-occupi ed houses,
governnent contribution to health care, etc

(iv) difference in coverage
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The FIES covers only non-agricul tural households with two or nore
menbers. Wil e the percentage of agricultural households in Japan is
decreasing to |l ess than 5% one-person househol ds are increasing
rapidly, reaching 24%of the total household. As one-person
househol ds are mai nl y conposed of the young and the el derly, both of
whom have hi gh propensity to consune, onission of such househol ds
fromthe coverage of FIES gives a large influence on the estimate of
househol d expendi ture.

21. Wth all the above factors taken into account, it was concl uded that
t here was no net hodol ogi cal problemin FIES which nmight have caused the
gaps between FIES and the national accounts. As the Statistics Bureau
publ i shed the above reasons for the gaps, statistical users becanme nore
aware of necessity to use other related statistics when they interpreted
the FIES data.

22. Besi des clarifying the causes of the gap, the Statistics Bureau
decided to start a new survey covering one-person househol ds from 1995 on.
The Statistics Bureau had kept the idea of such a survey for nearly ten
years, but the resources had not been avail abl e before. The new survey has
a sanpl e size of 670 households. It enploys the same enunerators as FlES,
but the sanple allocation nmethod is slightly changed from FI ES because
one- person househol ds are generally nore difficult to approach than

nmul ti-person households. The results of the new survey are tabul at ed
separately from FlI ES because one-person househol ds may not be able to
provi de i ncome and expenditure data in as good quality as multi-person
househol ds do and it is expected to be difficult to produce reliable
estimates covering both one-person and multi-person househol ds toget her.
In this way, possibility of introduci ng unknown non-sanpling errors to the
exi sting survey has been avoi ded.

23. The first annual result of the one-person househol d survey was
conpi l ed and published in April 1996. The results attracted much
attention of the users of the FIES data. |In the near future, the

one- person househol d survey is planned to be nerged to FIES, if the
probl em of possible non-sanpling errors is resolved and nore resources
becone avail abl e.

4 Exanple 3: Labor Force Survey
(1) Citicisns to the Labor Force Survey

24, The Labor Force Survey (LFS) is conducted every nonth to obtain the
data on enpl oynent and unenpl oyment of the popul ati on. Amrong the
statistics produced fromLFS, the unenploynent rate attracts rmuch public
attention. Since 1992, Japan's unenpl oynent rate has been goi ng up
steadily, and reached 3.5%in May 1996, which was the highest level in
Japan. Although this level is still |ow conpared with other countries,
there are strong concerns that Japan may suffer a chronically high
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unenpl oynent because of the econom c downturn and rigidity of the Iabor
mar ket .

25. In 1995, sone econonists and journalists began to criticize the
unenpl oynent rate of Japan for underestinmating the real situation. Their
criticisms were based on an unofficial estimate of U7, a subsidiary

i ndi cat or on unenpl oyrment whi ch gave a higher rate than the official rate.
They claimed that it was not right for LFS to exclude so-called

"di scouraged workers" fromthe unenpl oyed and that it was necessary to
change the definition of unenploynent and the nmethod of LFS to match with
the counterparts in foreign countries.

(2) Measures taken by the Statistics Bureau

26. As the criticisnms were based on m sunderstandi ng of the definition of
unenpl oynent, the first task of the Statistics Bureau was to provide the
correct information. The same kind of criticisns had occurred fromtime to
time in the past. The truth is that LFS s definition of unenpl oynent
strictly adheres to the international standard definition recomrended by
ILO It is not appropriate to include discouraged workers in officia

unenpl oynent because they are not so strongly attached to the | abor market
as the unenpl oyed and because the international definition of unenpl oyment
excl udes di scouraged workers.

27. Just refuting the criticisns was not sufficient to satisfy the users
true needs. The criticisns seemed to have occurred not because users
really wanted the existing statistics to be changed but because they felt
t he enpl oyment and unenpl oyment statistics were not sufficient for their
own anal yses. The Statistics Bureau, therefore, provided suppl ementary
data which users would need for further analysis. The data were taken
fromthe annual Special Labor Force Survey (SLFS) and the qui nquenni al
Enpl oyment Structure Survey (ESS). Both surveys were designed to cover a
wi der range of topics in conparison with LFS. The two surveys and the
nmont hly LFS have been desi gned to conpl enent anong thensel ves. Al t hough
the data of SLFS and ESS had al ready been published before, they were
presented again in order to draw nore attention in the current context.

27. In addition, the Statistics Bureau has recently started to reviewthe
rel ati onship among the three surveys on | abor. The data items of the
present LFS are limted to the nmost basic ones, while SLFS and ESS i ncl ude
nore detailed data itens regardi ng unenpl oyment and under enpl oynent. As
the labor condition in Japan is rapidly changing, the Statistics Bureau
now consi ders that detailed | abor statistics are needed on a nonthly
basis. It is, therefore, preferable for the Statistics Bureau to provide
nore frequently the detail ed data covered by SLFS and ESS. According to
the current plan, LFSis to be expanded to include nore itenms so that the
dat a whi ch have been available only once a year or every five years could
be provided every nonth. SLFS and ESS are al so to be redesi gned
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accordingly. As the availability of resources is not yet known, the plan
is not yet deternmined in detail.

CONCLUSI ON

28. When an unfavorabl e econom ¢ condition prevails, criticisns to
statistics increase as well as criticisns to the public policy. But quite
often, the criticisnms are based on m sunderstanding. Oficial
statisticians have to make sure that statistics are properly interpreted
so that the decisions may be made on the basis of correct understanding of
the reality.

29. In spite of occasional clainms given by sone critics to change the
existing statistics ,the authors think that users are generally good at

di scovering the problens in statistics but not necessarily good at finding
the solutions. It is the role of official statisticians to provide the
appropriate solutions based on their expertise. In this process, it is
inportant for statisticians to utilize the existing data sources as far as
possi bl e because the availabl e resources are usually quite linited

30. The Statistics Bureau of Japan has so far placed a relatively
stronger enphasis on continuity than on innovation. The authors believe
that preserving continuity is inportant because the accunul ated data
series are inportant databases which help interpret the current economc
and social changes. As the statistical environnent is different from
country to country, it may not be possible to generalize the experience of
Japan. But the authors believe that some points can be shared with ot her
countri es.




