
Chapter 13

The Ring Program: Linking the Regions

Introduction
1. In ICP 2003-2006, responsibility for calculating PPPs for household consumption expenditures was devolved onto the regions although the Global Office retained responsibility for general methodology, concepts and classifications. Each region prepared its own product list based on the availability of products and patterns of consumption within its own region. As a result, the samples of prices collected by the different regions mostly referred to different products. 
2. In order to obtain a global set of PPPs for households’ consumption expenditures covering all countries participating in ICP 2003-2006, the various blocks of within-region PPPs have to be linked together. The problem becomes how to calculate PPPs between entire regions rather than how to calculate PPPs between individual countries in different regions.   
3. This chapter and the following two chapters explain how sets of within-region PPPs may be linked. In the case of household consumption expenditures, the Global Office was obliged to supplement the prices collected by the regions by conducting its own price collection program covering a selected number of countries located in different regions. A small sample of countries, called “Ring Countries,” was drawn from each of the regions. Ring Countries were asked to collect a second set of prices for household consumption expenditures using a common global product list designed to ensure that price matches could be obtained between countries in different regions as well as between countries of the same region. The main purpose of the present chapter is to describe how this “Ring” price collection program was organized and carried out.  
4. The situation is somewhat different for government consumption expenditures and gross capital formation. Although the regions calculate their own sets of within-region PPPs for these categories of expenditure as well as for household consumption expenditures, countries in all regions were asked to price the same products using common lists supplied to the regional offices by the Global Office. The use of the same lists by all regions means that from a methodological point of view, there may be more options open because price matches should be found between countries in different regions and not only between countries within the same region. For example, the use of common lists might make it possible to calculate a global set of PPPs directly without calculating the PPPs within each region separately first.  However, as the regions actually choose to calculate within-region PPPs for all categories of expenditure, including GDP, and not just for households’ consumption expenditures, the resulting sets of within-region PPPs still have to be linked at the global level. However, the prices collected by the regions for government consumption expenditures and gross capital formation can also be used by the Global Office to calculate PPPs between regions so that Ring Countries were not asked to collect additional prices for these categories.
Households’ consumption expenditures versus households’ actual consumption 
5. In the 1993 SNA, a distinction is drawn between households’ consumption expenditures and households’ actual consumption
. Households’ consumption expenditures consist mainly of consumption goods and services purchased by households in retail outlets or service establishments. They do not include consumption goods and services supplied to households free, or at a nominal charge, by governments or non-profit institutions as social transfers in kind — for example, free health or education services. The expenditures on social transfers in kind are incurred by the agencies that supply them and not by the households that benefit from them. Households’ actual consumption consists of their own consumption expenditures plus the imputed value of the goods and services they receive as social transfers in kind. Actual consumption is a comprehensive measure of consumption that has generally been preferred for ICP purposes because it is invariant to the extent to which services such as health and education are publicly or privately provided.    
6. The Ring price collection program, however, is confined to households’ consumption expenditures. The products covered are those that households can purchase for purposes of consumption from retail outlets or service establishments. The prices may be collected from a sample of market outlets, but this is not always necessary as some prices are fixed nationally and may be obtained from head offices, especially for services such as transport and communications.  
7. Households’ consumption expenditures typically account for over 80 per cent of households’ actual consumption or well over half of total GDP, the shares tending to vary inversely with the level of real income. PPPs for household consumption expenditures are extremely important in their own right and not just as a component of GDP.  

Linking Sets of Within-Region PPPs
8. As already noted, in ICP 2003-2006 the product lists for households’ consumption expenditures were compiled by each regional office separately using the procedures described in Chapter 5 above. Each list consists of products that are representative in one or more of the countries of the region but does not include products that may be representative in countries outside the region, unless they are also representative within the region. Even when similar kinds of products are found in more than one region, different regions tend to choose different varieties or qualities for pricing. As a result, the prices collected by the regions did not provide sufficient matches with prices in other regions to enable reliable PPPs to be calculated between countries belonging to different regions. In order to link the various sets of regional PPPs, it was necessary to set up an additional price collection program, the Ring program.
9. If N countries participate in the global program, the total number of PPPs to be estimated for each basic heading at the global level is N-1. If the N countries are divided into C regions, a total of N-C PPPs are actually calculated by the regions. In order to arrive at the complete set of global PPPs, only C-1 additional PPPs are needed. For ICP purposes, the group of countries covered by the Eurostat-OECD program is equivalent to a region so that the ICP has 5 regions. The basic objective of the Ring program is therefore to estimate only 4 PPPs for each basic heading. These PPPs have to compare prices between entire regions, however, rather than between individual countries. 
10. In ICP 2003-2006, a between-region PPP is defined as a PPP that compares the prices in two regions after the prices in each region have been converted into a common currency.
 For convenience, the prices may be converted into the regional numeraire currency using the within-region PPPs calculated by the regions themselves. The basic heading PPP between two countries located in two different regions may be obtained by using a between-region PPP to link two within-region PPPs. For example, the PPP between country  t  located in region  B  and country  s  located in region A may be written as follows:
(1)
PPPs,t  =  PPPs,A1 •  PPPA1,B1  •  PPPB1,t
· PPPs,A1 is the within-region basic heading PPP  between the regional reference country  A1 whose currency is used as the regional numeraire and  country  s  as calculated by the region A.  

· PPPA1,B1  is the basic heading  PPP  between regions  A  and B  expressed in terms of the two regional numeraire currencies, those of the regional reference countries  A1  and  B1.  This between-region PPP is calculated by the Global Office using prices collected in the Ring program. 
· PPPB1,t  is the within-region  PPP  between country  t  and the reference country  B1  as calculated by region B.
11. The basic heading PPP between s and t is therefore a chain PPP in which the two within-region PPPs are linked by means of the between-region PPP. If countries s and t were to belong to the same region, (1) would reduce to the within-region PPP between them.  
12. A basic requirement for PPPs is that they should be invariant to the choice of the reference country and numeraire currency. When the countries belong to two different regions, the PPP between them must be invariant to the choice of reference country and numeraire currency in both the regions. The method used in the ICP to calculate between-region basic heading PPPs satisfies this fundamental requirement, as explained in the following chapter.  
13. The PPP between regions A and B in equation (1) should be clearly distinguished from a binary PPP between countries A1 and B1. The PPP between two regions has to be expressed in terms of a currency from each of the regions and, for convenience,  PPPA1,B1  is denominated using the two regional numeraire currencies, those of the two reference countries  A1 and B1. However, the PPP itself compares prices in the two regions as a whole and not just the prices in countries A1 and B1. Prices in the reference countries carry no more weight than those in other countries.  
14. It would be technically possible, of course, to link two sets of regional PPPs simply by selecting an individual country from each region and calculating the binary PPP between them. For example, the between-region PPP in equation (1), PPPA1,B1 , could be replaced by the direct binary PPP between countries A1 and B1. However, the PPPs between countries in A and B would then depend on the fact that countries A1 and B1 happen to have been selected rather than some other pair of countries. When a binary link is used, the PPPs between countries in different regions are not invariant to the choice of the link
, a choice which is inevitably arbitrary. In other words, there are as many possible sets of PPPs between countries in different regions as there are possible pairs of link countries, many thousands in the case of the ICP. Another problem is that too much weight is placed on the accuracy and reliability of a single binary, bearing in mind that, in practice, PPPs are inevitably estimates subject to errors of various kinds. Linking sets of within-region PPPs by means of a single binary is neither satisfactory nor acceptable and this method was ruled out for ICP 2003-2006.
15. Another simple way to link two regions would be to have one country participate in both sets of regional comparisons. Suppose country k participates in the programs for both regions A and B.  The PPP between any other country t  located in region  B  and any country  s  located in region  A  can then be derived indirectly as follows:

(2)     PPPs,t  =  PPPs,k  •  PPPk,t  
16. The problem is that the PPP between s and t will change if a country other than k is used as the bridge country. The use of a bridge country, like the use of a binary link, produces arbitrary results that are dependent on the subjective choice of the bridge country and places too much weight on the PPPs for a single country. The number of possible alternative sets of PPPs between countries belonging to two different regions is equal to the total number of countries in the two regions. This method was therefore also ruled out for ICP 2003-2006.  
17. Nevertheless, it has happened in previous international comparisons that the use of a binary link or a single bridge country could not be avoided because there was no alternative in practice. For example, in the last ICP round (1993-1996), Japan was used as the bridge to link PPP results for Asian and the OECD regional programs because it was the only country to participate in both sets of regional comparisons. For the same reasons, Mexico was used to bridge Latin America with the OECD. Without the use of these bridge countries, there would have been no possibility of linking the regions concerned and hence no results at a global level. However, this method of linking remains arbitrary and inherently unsatisfactory.   
18. The Ring program was devised to avoid a repetition of a situation in which regions have to be linked through arbitrarily selected binary PPPs or individual bridge countries. The prices collected in the Ring program are used to estimate a set of transitive multilateral PPPs between regions that provide an objective method of linking the various sets of within-region PPPs. In principle, between-region PPPs compare prices in the two regions as a whole and therefore utilize the prices in every country in each region. However, it is not feasible to include all countries in the Ring program for a variety of reasons, not least the sheer scale of such a program which would duplicate the existing ICP regional programs. The solution adopted in the ICP is to estimate the between-region PPPs from a stratified sample of countries containing about four countries per region on average, with a minimum of two countries per region.
19. Of course, the reliability and robustness of the estimated between-region PPPs depends on the size and composition of the sample, as in all fields of statistics. The size of the Ring program is inevitably limited not only by the resources available at the global level but also by potential Ring Countries’ ability and willingness to participate in the Ring program as well as their regional program. Even so, 18 countries participated
, more than the total number of countries that participated in Phases I and II of the ICP.  

Selection of the Ring Countries

20. The selection of the Ring Countries was purposive rather than random. The criteria used to select the Ring Countries include the following:

· Each country has to have a sufficiently wide range of goods and services available that include some products that can  to be found in other regions as well as products found in other countries in the same region;
· Each country must be capable of participating in the full GDP comparisons, including government consumption expenditures and gross capital formation as well as household consumption expenditures;
· Each country must have reliable price data and be capable of deriving annual national average prices;
· Each country must have the required national  expenditure data;
· Each country must be willing to act as Ring Country.
Development of the Global Product List 

21. A Ring product list is meant to be suitable for price collection purposes by countries in all parts of the world. The regional lists are not suitable because each list is specific to the region in question. If a particular product is not representative in any of the countries of a region, it will not be included on the list for that region, even though it may be representative in countries in other regions. Each of the regional product lists is therefore liable to exclude many products that are important in other parts of the world. Thus, from a global perspective, the problem is not simply that the sets of goods and services available and patterns of consumption vary between regions but that the way the regional lists have been constructed means that countries may not have been asked to price products that may be representative in other regions even though they may be able and willing to do so. 
22. It is not possible to derive a satisfactory global list simply by merging the existing regional lists. It turns out that very few exact matches are to be found between the regional lists in practice. Even when the same type of product is to be found in different regions, the regional offices tend to choose different specifications or qualities of that product. 
23. The use of common product quality identifiers such as high/medium/low brand stratum may be helpful to build a list in a homogenous region, or sub-region, such as the European Union. Its usefulness is limited, however, once the group of countries is expanded to include countries in different parts of the world, as in the Ring program. What may be considered a high-range brand in one region is often regarded as a medium range brand in another. Similarly, a price-determining characteristic in one region is often found to be non price-determining in another region. It is also common to see similar products described differently in different regional lists. The situation is further complicated by the fact that some regions use very detailed products specifications including size, packaging, brand, etc., whereas some regions use broad specifications that do not include these details. 
24. It was therefore necessary to construct a global list of products specifically for use in the Ring program. The approach adopted was basically similar to that used by the regions and described in Chapter 5 above. The construction of the global list was facilitated by the existence of the set of Structured Product Descriptions, or SPDs, and Product Specifications, or PSs, already developed in the course of building up the regional lists. 
25. The task of constructing the global list was undertaken by the ICP Global Office working in close collaboration with regional and country experts. It required continual interaction between the Global Office and the regional offices and individual countries over a long period of time. Two different approaches were adopted, depending on the type of products concerned. The products purchased by households were split into two groups. The first group, called Group (a) here, consists of all consumption goods, including household durables, plus a few services of a recreational and cultural nature. Consumption goods are typically purchased in retail outlets such as shops, market stalls, department stores, supermarkets, etc. The second group, Group (b), consists mostly of services, including transport, communications, health, education, restaurants and hotels. The products covered by the two groups can be defined more precisely by listing the corresponding categories of households’ individual consumption expenditures as given in Table 4 of Chapter 3.  
Expenditure Categories

	Group  (a)
	Group (b)

	01  Food and non-alcoholic beverages
	04  Housing, water, electricity, gas and other fuels                                

	02  Alcoholic beverages and tobacco
	06, 10  Health and education

	04  Clothing and footwear
	07, 08   Transport and communication

	05  Furnishings, household equipment and maintenance
	11  Restaurants and hotels

	09  Recreation and culture
	12, 13  Miscellaneous goods and services


26. The construction of the Ring product lists proceeded in stages as follows.

Step 1 
27. For Group (a) products, the process started with the consolidation of the product lists prepared by the regional offices for their own regional comparisons. Over 5,500 Group (a) products from the regional lists were first divided by Basic Heading and then grouped by cluster within each Basic Heading. The consolidated list was sent to Ring Countries through their respective regional coordinators to identify and highlight the products available in their markets. No pre-survey activity was required at this stage. Regional offices organized workshops to explain the process to national offices. Following the workshops, each country independently reviewed the list and identified products that could be priced in their markets. 
28. In parallel, a list of products in Group (b) was constructed by the Global Office drawing upon the product list used in the ongoing joint Eurostat-OECD PPP program. This list, containing about 1,000 products, was also sent to the participating countries to identify products available in their markets.
Step 2
29. Products on the original lists of Group (a) and Group (b) products that could only be priced by Ring Countries within the same region were eliminated. The original lists were reduced to a combined list of about 1,200 products based on the responses received from the countries. The products on the reduced list were divided into 91 Basic Headings. The relative numbers of products allotted to each Basic Heading depended on the:
(1) Expenditure share of the Basic Heading in question;
(2) Homogeneity of the products in the Basic Heading; and 
(3) Expected price variation of the products within each Basic Heading. 
30. Basic Headings with relatively large shares of total household expenditure were assigned more products. Relatively homogenous Basic Headings such as “Eggs and egg-based products” received fewer products. Basic Headings with large price variation got relatively more products.
Step 3
31. The third step was to harmonize the product descriptions that originated from different regions. To describe all products within a Basic Heading in a consistent manner was a great challenge. Product names were occasionally modified to better correspond to the products. A draft product catalog was prepared containing the selected products and their pictures (where available). The catalog was sent to the Ring Countries for review. The countries were asked to: 
(1) Provide detailed comments; 
(2) Propose changes, additions and deletions; and 
(3) Highlight products that are representative of their patterns of consumption (marking them with “R”) and those that are available but not representative (marking them with “A”).
Step 4 
32. The fourth step was for the regional offices to organize regional meetings to scrutinize and review the pruned list. Each regional coordinator met with the region’s Ring Countries to discuss the list. Their consolidated comments were sent to the Global Office. The comments included specific country responses as well as the consensus of the participating countries in each region. The consolidated comments included modification of size, packaging and delivery conditions and the proposed addition or deletion of products based on their relevance to consumption in the region. In some cases, new products were proposed and in others products were merged or duplicates dropped.
Step 5 
33. The fifth step was to revise the list by incorporating regional comments and reducing it to about 1,000 products. The Global Office analyzed the country responses, Basic Heading by Basic Heading, to determine which products should be kept and which should be dropped from the list. Products were selected taking account of the number of regions and countries within each region able to price them. The products thus chosen were once again analyzed to eliminate duplicates and to ensure that the distribution of products across Basic Headings respected the criteria listed in Step 2 above. The draft catalog was revised to reflect these changes and sent back to Ring Countries for their final check and review.
Step 6 
34. The Global Office organized a workshop in Washington, D.C. for regional coordinators and selected national experts to finalize the list. The workshop once again resulted in some revisions to the list, including the addition of some products and the deletion of others.
Step 7
35. The final catalog was prepared in color in both electronic format and hard copy and distributed to national price collectors via regional offices. Ring survey guidelines were also prepared to accompany the catalog.
The final list

36. The end result is a global list of household consumption goods and services together with the accompanying Product Specifications, or PSs. The final list, which is shown in a summary form in Annex 2, contains 1,095 products distributed over 95 basic headings. The number of products per heading ranged from 1 (water transport and appliance repairs) to 96 (pharmaceutical products), an average of nearly 12 per basic heading. Although constructed for the Ring program, the final list of products is a general list that can serve other purposes. Together with the associated SPDs and PSs, it represents a significant addition to the stock of intellectual capital available to price statisticians working on national CPIs as well as on international comparisons. The existence of a comprehensive core list of products with accompanying documentation will reduce the time and resources needed in future comparisons. It should only be necessary to revise and update the list marginally in response to changing consumption patterns or other factors.     
Support Elements
The Ring Product Catalog
37. A Ring Product Catalog containing descriptions and pictures of the goods and services to be priced for the Ring Comparison has been prepared by the ICP Global Office. The product catalog has been made available to price collectors in national offices via the regional ICP offices to help price collectors in all regions identify products easily so that they all collect prices for the same products. 
The Ring Administration Module (RAM) 
38. The RAM is an Excel-based application developed by the World Bank It helps countries that are participating in the global Ring Comparison to provide the ICP Global Office with information about products that can be priced in their countries. The responses are captured in a structured manner allowing the Global Office to analyze and create a common Ring product list efficiently. The RAM displays a list of products priced by each of the six ICP regions, and the specifications to help identify these products. It also displays pictures of products. Its objective is to help Ring Countries identify the products correctly, indicate whether each item is available in their market and provide comments when a positive or negative answer does not suffice. The RAM system does not need any installation on a user's computer. It can be run from a CD on which it is distributed.

Structured Product Description (SPD) Module 
39. The foundation of the ICP is the list of well-defined products for which prices are collected in each country, and comparisons made, to calculate the Purchasing Power Parities. The task of building a list of Product Specifications (PSs) has been simplified and facilitated by using software tools developed by the Global Office.  The specifications have also been significantly improved as a result. The software also serves as documentation of the methods used. The software is based on the conceptual framework of the Structured Product Description (SPD) which has been developed from the US Bureau of Labor Statistics checklist methodology, as explained in Chapter 5.
The Ring Comparison Survey Guidelines 
40. The guidelines for the Ring Comparison price collection are intended to supplement those prepared for the regional price collections. Most of the basic concepts that guide the regional data collection are unchanged
, but there are some areas where procedures differ. First, the list of product specifications was developed to reflect the world, not a region. This required that many terms and definitions be revised or harmonized so that there is only a single description for a product across all regions. For example, the Ring Countries and price collectors have to become familiar with the use of brands in the descriptions. Second, because the purpose of the Ring Comparison is to compare prices between regions of the world, there are products on the Ring list that were not on some regional lists. This coupled with the fact that price collection for the Ring Comparison is limited to capital or major cities may require some Ring Countries to supplement their survey frame with additional outlets. As prices are collected only at one point in time, some specific guidelines are needed about pricing “sale items.”
 

Data Validation
41. The price data collected for the Ring Countries have to be subject to the same stringent editing controls, diagnostic tests and validation procedures as the prices collected by the regions. These tests and procedures have already been described in considerable detail in Chapter 7. The present section therefore simply describes how the tests and validation procedures are applied within the context of the Ring program and the global program. Some additional tests can also be applied to test the consistency of the Ring data with the corresponding data collected by the regions.  

42. The diagram in Annex 3 provides an overview of the steps involved in the derivation of the global set of PPPs from the various sets of within-region PPPs together with the associated validation procedures carried at each step. The within-region prices and PPPs are checked and validated by the regional offices using the procedures and tests described in Chapter 7. Although the regional offices work independently of each other, they all work in close collaboration with the Global Office which exercises a watching brief over the entire operation and provides technical support. The Global Office also signs off on the final results for each region.  
43. As noted earlier, ICP 2003-2006 effectively has only 5 regions. In order to link the 5 sets of within-region PPPs, only 4 between-region PPPs are therefore needed at each level of aggregation from the basic heading upwards. As the between-region PPPs are calculated from the prices collected by the Ring Countries, the validation of their prices and PPPs is a key element in the whole validation process. The various steps involved are summarized below.  
Step 1: Validation of prices within the regions 
44. The first stage in the validation process takes place within each region. The Ring Countries within a region engage in two separate price collections, one to provide prices to the regional office and one to provide prices to the Global Office. The Ring Countries have to check the individual prices submitted to the Global Office in the same way that they check the prices supplied to the regional offices. The various tests are described in the early sections of Chapter 7. Although the regional and global product lists are not the same, countries have to check that the two sets of prices and basic heading PPPs derived from them are broadly consistent with each other. The basic heading PPPs for the Ring Countries within a particular region should not deviate excessively from the corresponding ones calculated from prices supplied to the regional office. The two sets of PPPs cannot be expected to be the same, but large discrepancies may require investigation and explanation as they may flag errors of various kinds such as pricing the wrong products. 

Step 2:  Validation within the group of 18 Ring Countries 
45. The second stage takes place using the data for all 18 Ring Countries. The Ring Countries as a group can be treated in the same way as the group of countries that make up a region. Thus, the price data can be subjected to exactly the same tests and diagnostic procedures as are applied to the data within a region, as described in Chapter 7. Quaranta tables and Dikhanov tables can be constructed that cover all 18 Ring Countries. As explained in Chapter 7, these tests are very detailed, exhaustive and time-consuming and may have to go through several iterations so that the whole process needs to be carefully planned and scheduled. 
Step 3:  Validation within the group of 5 regions
46. Although it is essential to go through Step 2, it must be remembered that the prime purpose of the Ring program is to calculate PPPs between the 5 ICP regions rather than PPPs between individual Ring Countries. After Step 2 has been completed, it is possible to apply further checks by validating the regional average prices for the Ring Countries. The regional average prices can be calculated after the national average prices provided by the Ring Countries have been converted into the common numeraire currency for each region using the within-region PPPs. The Quaranta and Dikhanov diagnostic tests may then be applied to the regional average prices and between-region PPPs.   
47. Given that the data have already been validated in Step 2, Step 3 may not throw up many further anomalies. Nevertheless, it is prudent to carry out Step 3 given the key role played by the between-region PPPs in establishing the global set of PPPs. 
Step 4:  Validation of the global PPPs

48. A global set of PPPs can be assembled at any level of aggregation from the basic heading to GDP by using the between-region PPPs to link the various sets of within-region PPPs. Each global set can then be subjected to the same kinds of diagnostic tests as were used on the component sets of within- and between-region PPPs. Quaranta tables and Dikhanov tables can be constructed covering all countries participating in ICP 2003-2006. The nature of these diagnostic tests is to highlight anomalous PPPs that deviate significantly from the average or expected results. Anomalous results must either be rejected as being due to errors of some kind and the data revised, or they must be accepted because they can be explained by unusual or exceptional economic circumstances. In the latter case, they must be economically defensible if they are challenged at a later date by users or others as being improbable or even erroneous.  
49. Finally, although the Global Office takes responsibility for the validation of the PPPs for the Ring Countries and the overall set of global PPPs, the process of validation must be carried out in a transparent manner that also actively involves the regional offices as much as possible. Accordingly, the diagnostic tables at each step of the process are sent to the regional offices and to Eurostat-OECD for their review, comments and suggestions so that they can make a positive contribution to the validation process. 
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Annex 1. List of Ring Countries for the 2003-2006 Round
Brazil; Cameroon; Chile; Egypt; Estonia; Hong Kong, China; Japan; Jordan; Kenya; Malaysia; Oman; Philippines; Senegal; Slovenia; South Africa; Sri Lanka; United Kingdom; and Zambia.
Annex 2. Distribution of Products by Basic Headings
	Basic Heading
	Number of Products

	Accommodation services
	8

	Appliances, articles and products for personal care
	21

	Audio-visual, photographic and information processing equipment
	22

	Beef and veal
	19

	Beer
	5

	Bicycles
	3

	Bread
	9

	Butter and margarine
	5

	Carpets and other floor coverings
	5

	Catering services
	52

	Cheese
	7

	Cleaning, repair and hire of clothing
	5

	Clothing materials, other articles of clothing and clothing accessories
	17

	Coffee, tea, and cocoa
	7

	Confectionery, chocolate and other cocoa preparations
	7

	Cultural services
	11

	Dental services
	12

	Domestic services
	3

	Education
	7

	Egg and egg-based products
	2

	Electricity
	8

	Food products n.e.c.
	14

	Fresh milk
	5

	Fresh or chilled fruit
	22

	Fresh or chilled potatoes
	3

	Fresh or chilled vegetables other than potatoes
	17

	Fresh, chilled or frozen fish and seafood
	14

	Frozen, preserved or processed fruit and fruit-based products
	8

	Frozen, preserved or processed vegetables and vegetable-based products
	16

	Fuels and lubricants for personal transport equipment
	10

	Furniture and furnishings
	22

	Gardens and Pets
	8

	Garments
	85

	Gas
	5

	Glassware, tableware and household utensils
	20

	Hairdressing salons and personal grooming establishments
	7

	Household textiles
	14

	Jams, marmalades and honey
	4

	Jewelry, clocks and watches
	6

	Lamb, mutton and goat
	8

	Maintenance and repair of personal transport equipment
	23

	Maintenance and repair of the dwelling
	15

	Major durables for outdoor and indoor recreation
	2

	Major household appliances whether electric or not
	21

	Major tools and equipment
	3

	Basic Heading
	Number of Products

	Medical services
	14

	Mineral waters, soft drinks, fruit and vegetable juices
	7

	Motor car
	33

	Motor cycles
	5

	Newspapers, books and stationery
	20

	Non-durable household goods
	20

	Other bakery products
	11

	Other cereals, flour and other products
	12

	Other edible oils and fats
	7

	Other fuels
	4

	Other meats and meat preparations
	22

	Other medical products
	9

	Other personal effects
	10

	Other recreational items and equipment
	15

	Other services in respect of personal transport equipment
	5

	Paramedical services
	20

	Passenger transport by air
	4

	Passenger transport by railway
	5

	Passenger transport by road
	7

	Passenger transport by sea and inland waterway
	1

	Pasta products
	6

	Pharmaceutical products
	96

	Pork
	11

	Postal services
	5

	Poultry
	9

	Preserved milk and other milk products
	9

	Preserved or processed fish and seafood
	9

	Recording media
	9

	Recreational and sporting services
	6

	Repair and hire of footwear
	2

	Repair of audio-visual, photographic and information processing equipment
	3

	Repair of furniture, furnishings and floor coverings
	2

	Repair of household appliances
	1

	Rice
	6

	Shoes and other footwear
	23

	Small electric household appliances
	8

	Small tools and miscellaneous accessories
	5

	Spirits
	8

	Sugar
	5

	Telephone and telefax services
	23

	Therapeutic appliances and equipment
	11

	Tobacco
	8

	Water supply
	3

	Wine
	9

	Total
	1,095


Annex 3: Steps to Prepare Global PPPs
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�   The distinction is explained in some detail in paragraphs 10 to 20 and Table 2 of Chapter 3.   


�  The concept of a between-region PPP as just defined was proposed by Erwin Diewert (2004)


�    This results from the fact that independent binary PPPs are not transitive.  


� See Annex 1 for the list of Ring Countries for ICP 2003-2006.


�  See the “ICP Manual for Price Collectors,” available on the ICP website (www.worldbank.org/data/icp).


�  For more information on the general guidelines, see the Ring Comparison Survey Guidelines, Consumer Price Survey, December 2005.
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