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Chapter 5

Product Lists, Specifications and the Pre-Survey

Introduction

1. This chapter describes the ICP approach for drawing up product lists for surveys. It is only possible to collect prices for a limited number of products within each basic heading, and it is crucial to the success of the entire ICP that the right products are selected. Whereas CPI baskets represent consumer goods and services purchased by households in individual countries, the ICP’s basket of goods and services are expected to be widely available in regional markets around the world. The lack of region-specific product lists based on market realities in different countries proved to be problematic for ICP in the past when slightly modified lists originally meant for OECD countries were used in worldwide surveys. The ICP is built up of individual regional comparisons that are at the same time components of the global comparison. Therefore the challenge for implementers of ICP is to draw up a tightly defined product list that follows the principles of representativity and comparability. These concepts have already been defined in Chapter 4.
2. A new approach for product classification and identification was developed for the 2003-2006 round of the program. This approach uses a new international product coding system and a list of price-determining characteristics called the Structured Product Description (SPD). The objective is to simplify and standardize the process of defining products by close consultation with the regional coordinating offices and participating countries. 
3. The first step in the process is the establishment of a set of Structured Product Descriptions, or SPDs. These are generic descriptions that list the characteristics relevant to a particular narrow cluster of products. The next step is to use these generic descriptions to create detailed Product Specifications, or PSs, that specify the precise characteristics of the individual products for which prices are to be collected. The transition from the SPDs to the PSs takes place during the Pre-Survey.  Before conducting any actual price surveys, however, countries need to ensure that the list contains a sufficient number of their own representative products. For ICP purposes, enough countries also have to price the representative products of other countries so that prices can be compared across national borders. Accordingly, during the Pre-Survey countries are asked to investigate the availability of other countries’ representative products in their countries and to test the feasibility of collecting prices for them on their own markets.  

4. The first part of this chapter is devoted to the SPDs and the related PSs. Subsequent sections describe the Pre-Survey and the process of building up the final lists of products to be priced.

Structured Product Descriptions (SPDs)
5. The SPDs are intended to facilitate the work of all those involved in setting up the product lists and collecting the prices – the Regional Coordinators,  National Statistical Institutes or Country Coordinators and Price Collectors. Each SPD requires some expert knowledge of all the relevant characteristics of the products within that cluster. The first set of SPDs made use of detailed information on product characteristics on file in the US Bureau of Labor Statistics, but this information only provided a point of departure. The final SPDs actually used in the 2003-2006 round drew upon the expertise of Regional Coordinators and National Coordinators and their knowledge about products gained from conducting CPI price surveys in the countries of each region. In this way, lists of characteristics that best reflect the products in each region were developed.  
6. ICP’s product classification and coding system harmonizes three established classification systems:

· OECD-EUROSTAT Classification of Expenditure on GDP;

· COICOP - HBS
;  
· US Bureau of Labor Statistics Elementary Level Items codes.

The classification of final expenditure on GDP used for the OECD-Eurostat European Comparison Programme served as the base classification structure for ICP 2003-2006. The COICOP-HBS classification structure was mapped to the OECD structure so that countries using the COICOP-HBS system can easily be integrated with the ICP process if necessary. The BLS checklist is designed in such a way that it contains lists of characteristics that describe families of products in a consistent way. This checklist format was deemed as very useful for ICP. In order to use that format, the ICP Global Office mapped the BLS checklist with the merged-OECD-COICOP-HBS structure.

7. Mapping COICOP-HBS with OECD structure 
The first step in the process was to compare the OECD structure with the COICOP-HBS structure and match COICOP-HBS’s five-digit category
 with OECD’s seven-digit basic heading
. In the process, the ICP Global Office either extended or condensed various COICOP levels to fit into the OECD classification structure. For instance, OECD has one seven-digit basic heading for Fresh, chilled or frozen fish and seafood (11.01.13.1), whereas COICOP has three five-digit basic headings for Fresh, chilled or frozen fish (01.1.3.1); Fresh, chilled or frozen seafood (01.1.3.2); and Other preserved or processed fish and seafood and fish and seafood preparations (01.1.3.4A).  In such cases, the ICP Global Office scaled up the COICOP levels to fit into the broader OECD level.  
8. On the other hand, there were cases when one COICOP five-digit basic heading matched with more than one OECD Basic Heading. For instance, Other products (01.1.1.5) under Bread and cereals in COICOP-HBS matched with both Other cereals, flours and other cereal products (11.01.11.2) and Other bakery products (11.01.11.4) in the OECD structure. In such cases, the Global Office matched Other products (01.1.1.5) with both OECD basic headings and assigned the following codes to them - 01.1.1.5A and 01.1.1.5B. 
9. The OECD classification uses 222 basic headings. For ICP purposes, the 222 basic headings were considered too detailed, especially for developing countries. As a result, some of the basic headings from the original 222 OECD classification have been combined to form the ICP’s 155 basic heading structure. 
10. Mapping US BLS to merged-OECD- COICOP-HBS
Each BLS checklist contains a list of characteristics describing a product family. The Global Office matched the BLS products with merged OECD-COICOP-HBS at the product level first. Then the characteristics related to each product family were adopted from BLS to form SPDs for each product family. Ultimately, about 800 SPDs were created for household consumption (excluding health) from the BLS checklist. 
11. Harmonized classification structure for ICP 2003-2006 round
The ICP classification structure that emerged from mapping the OECD, COICOP-HBS and BLS structures can be thought of as a harmonized classification structure. In this structure, each ICP basic heading has a 7 digit code (for example, Fresh milk 11.01.14.1; Shoes and other footwear 11.03.21.1) and is grouped into smaller clusters. These clusters are more homogeneous than the basic heading itself but still permit some variation in the characteristics possessed by the products within the cluster. For example:

· Bread is a basic heading, while white bread and Bread other than white are product clusters;

· Women’s footwear is a basic heading while Women’s athletic footwear and Women's Dress and Casual Shoes, Boots and Sandals constitute a product cluster.
12. Each product cluster (for example, Bread) has a SPD form devoted to it. The SPD form lists generic descriptions relevant to the products within the cluster. In order to identify individual products within the cluster, it is necessary to specify the particular characteristics possessed by the product in question. Specifying the detailed characteristics allows the user to move from a product cluster to a single product. The resulting PS provides such a precise specification, or tight product description, that different price collectors working independently of each other in different countries using the same PS is likely to select the same product (or one that is almost the same). Comparability is thus ensured. Pre-coded characteristics are listed in the SPD form with accompanying boxes. A particular alternative or characteristic can then be identified, or specified, simply by checking, or ticking, the relevant box. For this reason, SPDs are sometimes described as check lists.

13. Example of SPDs 

The actual contents of an SPD are best explained by working through an example. An example of an SPD form is given in Annex 1 accompanying this chapter.  
14. Each SPD has the following nine sections. 

· ICP heading 
· ICP cluster 
· Quantity and packaging

· Source 

· Seasonal availability and representativity
· Product characteristics

· Brand
· Other product features

· Comments
15. The contents of each of these sections are as follows:
Header: The information in the header is pre-entered and comprise of the following:

· ICP basic heading code and name;
· ICP cluster code and name.

16. Quantity and packaging: This section describes the units in which the item is sold. For example, the SPD for rice lists 12 different types of possible package. The actual type of package can be identified simply by ticking, or checking, the box corresponding to the package type. When relevant, the number of units per package is requested and also the size of the units. The size may be measured by weight or by volume in the case of milk, but for other products other dimensions such as length may be appropriate. Boxes are provided corresponding to the different possible units of measurement. Depending on the product and the nature of the packaging, it also may contain certain other information about the package such as whether the contents are labeled.

17. Source of product: This section contains check boxes to indicate whether the product is produced domestically or imported, and also the country of origin when imported.

18. Seasonal availability: This section contains check boxes for the twelve months of the year, and the year as a whole, to indicate the times of the year when the product is, or is not, available for sale.

19. Product characteristics: The contents of this section can vary greatly depending on the nature of the products that make up the cluster. It can be seen from the three examples in Annex 1 that the relevant characteristics may be quite different from one SPD to another. Many of the characteristics refer to materials used or to the method of production which may have almost nothing in common between product clusters. Some of the characteristics may be continuously variable, such as the percentage of cotton or other fiber used in clothing. In these cases, numbers may be entered in the boxes instead of simple checks or ticks. 

20. In addition to the physical characteristics of the products, this section makes provision for the recording of the type of brand if any -- exclusive, national, regional, etc. -- where relevant, as in the case of women’s clothing. It may also record whether the good or service satisfies certain official standards, as in the case of milk.  

21. Brand/Label name: This merely requires the brand name, if any.

22. Other item features: This section enables the regional or national coordinators to enter further information about the product or the price collector to report back further information.
23. Comments: This section allows the regional or national coordinators to record any comments that they see as important for that SPD.

24. The SPD Software

SPDs are initially prepared at the global level. These global SPDs contain characteristics that may not be relevant to all regions. The ICP Global Office sends the global SPDs to Regional Offices. A new software was developed in the 2003-2006 round to expedite the process.  The software, known as the SPD Software, allows the Regional Coordinator to select those characteristics that are relevant for the region’s countries and create regional SPD. Regional Offices and participating countries are able to exchange product related information through the software. The software has a data transfer module that transfers finalized product specifications to the Tool Pack. The software is distributed among Regional and Country Offices free of charge by the World Bank. The manuals relevant to the software are available on the ICP website. A screenshot from the software is shown in Annex 3 accompanying this chapter.
25. The SPD Software Process

Firstly, the Regional Coordinator reviews the global SPDs in the SPD software and selects the characteristics that are meaningful for the region.  

26. Secondly, a preliminary set of PSs is created.  There are 2 ways to accomplish this: 
A. The Regional Office creates the first set of PSs and forwards them to Country Offices.  Countries record whether these PSs are one of three things:
· Representative; 

· Available but not representative; or 

· Not available. 

· If necessary a Country can also create new PSs and send them to the Regional Office as an electronic file through the SPD software. 
B. The Regional Office creates regional SPDs out of the global SPDs and sends them to the Country Offices. The Country Offices create the first set of PSs and forward an electronic file to the Regional Office.  The country records whether the product is 

· Representative; or 

· Available but not representative. 

27. The Regional Coordinator then reviews the PSs sent in by various countries using a Comparison Table report.  Based on this review, the Regional Office revises the PSs and creates the preliminary regional product list.   

28. Finally, Regional Offices organize workshops to review and finalize the preliminary regional product list with all the Countries. 

29. A flowchart showing the SPD Software process is available in Annex 2 accompanying this chapter.
Concepts Underlying the Preparation of Product Specifications, or PSs
30. Target specifications with substitutes
Much depends upon the feasibility of adjusting prices for quality differences. If it is possible to make some adjustments for differences in quality, a number of options open up that can improve the reliability of the final results by increasing the number of usable price observations.

31. The first is to use tight specifications but to treat these as targets. Specifications giving a range in terms of size or dimension are also considered “tight specifications”. If products cannot be found that provide exact matches with the target specifications, price collectors can be instructed to select and price close substitutes instead. Of course, the price collector must record the fact that a close substitute, and not the exact product specified, has been priced. Close substitutes are products that possess all except one or two of the specified characteristics. In deciding on what constitutes a close substitute, it is not just the number of characteristics that do not match that have to be taken into consideration but the extent to which the characteristics deviate from the target ones.  

32. For the price of a close substitute to be usable for ICP purposes, one of the 2 conditions below must be met:
· The difference in quality between the substitute and the target is so trivial that its impact on the price is judged to be so small that it can be ignored;  the product is deemed to be comparable with products that do meet the target specifications; or

· It must be feasible to make a simple quality adjustment.

In either case, it is essential that the price collector check the actual characteristics of the product priced on the SPD so that the differences between its characteristics and those of the targeted product are recorded and reported back to the national supervisor. The quality adjustment should be made by the National Coordinator in consultation with the Regional Coordinator. In order for supervisors to be able to maintain control and ensure comparability between countries, it is imperative that individual price collectors should not be permitted to make their own subjective adjustments for quality differences and then report back the resulting price as if perfect matches had been obtained with the target specifications. 

33. The advantage of instructing price collectors to price close substitutes when perfectly matching products cannot be found is obviously that it may significantly increase the number of prices collected and hence the number of price comparisons that can be fed into the PPP calculations. However, price collectors should also be instructed not to abandon the search for the targeted products too quickly by pricing substitutes instead.  

34. A variant on the above strategy is to loosen the target specification slightly by leaving the specification of one or two characteristics open. For example, in the case of a product such as rice which is otherwise tightly specified, it might be decided not to pre-specify the type of packaging or size of unit. Of course, price collectors would still have to report the actual type of packaging, or size of unit observed. Similarly, in the case of clothing the type of fibre used might not be pre-specified. 

35. While this strategy would increase the number of prices collected if substitutes were not permitted, no advantage may be gained as compared with specifying precise target specifications but allowing price collectors to choose substitutes. For example, if there are two or three types of package in common use, it is desirable at least to try to minimise the need for quality adjustments by encouraging all price collectors to select the same type.  If it turns out that there is no preponderant type of packet, prices for other types of packet should still be reported as they are obviously close substitutes. Adjustments can then be made subsequently for the differences in packaging or package size as these are precisely the kinds of quality differences for which it should be feasible to make quality adjustments. In general, there seems to be nothing lost and potentially something to be gained by specifying all the characteristics. 

36. Creating an additional product specification

Suppose that for one particular type characteristic there are two main variants in practice.   For example, a particular type of clothing is made either out of cotton or out of polyester.   Only one, say cotton, can be chosen as the target. In this case, as the two fibres are close substitutes price collectors may be expected to report prices for both. If it turns out that the number of prices collected are about the same for both fibres, it may be appropriate to treat them as two different products as enough price observations may be generated for each of them separately. In this case, there would be no need to adjust for the difference in quality between cotton and polyester clothing, each being treated as a separate product specification.   

37. It is possible when there are two variants that the ‘wrong’ variant is pre-selected as the target and most countries report back prices for the other variant (although the pre-survey is designed to prevent this situation occurring). In this case, the target can be redefined ex post to be the latter. This kind of possibility underlines the need to encourage price collectors to select close substitutes.   

38. When there is a rapid turnover of models of consumer durables, it may happen that a particular model is chosen as the target specification but is superseded by another before the price collection actually takes place. If most countries report prices for the later model, it should replace the earlier model as the target.  

39. Loose specifications and hedonics

A completely different pricing strategy from that used in ICP 2003-2006 would be to provide each price collector with a very loose specification, possibly even a blank SPD, and then permit the price collector to choose one particular product out of the cluster of products covered by the specification or SPD. For example, price collectors might simply be instructed to select a woman’s dress for pricing without imposing any further restrictions on the characteristics that it should possess. As already noted, this method is used by some countries for their CPIs, although once the price collector has made a selection, exactly the same product is tracked in subsequent periods. 

40. If loose specifications are used in international comparisons, however, it is clear the products selected by different price collectors in different countries will be different.  Short cotton dresses may be priced in one country and long woollen ones in another, etc.  As the products would not be comparable, their prices could not be entered directly into the price ratios from which the PPPs are estimated. At the present time, therefore, this method cannot be treated as a practical possibility for the vast majority of basic headings in the ICP.  

41. However, by combining loose specifications with hedonics, it is possible that they might be usefully employed for a few special basic headings such as certain kinds of consumer durables or housing rents. As already noted, the advantage of using loose specifications is that the number of price observations collected may be greatly increased. With very large sets of price observations it may be feasible to adjust for quite substantial differences in quality by employing hedonics.  
42. One promising development is the combination of hedonics with the country product dummy method, or CPD, of estimating the parities for the basic heading, as both use the same type of multiple regression analysis. The combined hedonic CPD method is explained in a recent article
  with a practical example based on scanner data for television sets. By using scanner data very large numbers of observations were available. The use of loose specifications is therefore a real possibility that needs to be further researched for ICP purposes, but as yet there is little experience or evidence to demonstrate how well it works in practice and how robust the estimates are.   

Exclusive reliance on tight specifications may result in the basic heading PPPs being based on quite restricted sets of prices. The sample of products generated by the matched product approach based on tight specifications is far from random. There is a risk that unknown biases may be introduced
. 

43. The role of brands in product specifications

Brands can play an important part in the specification of a product. In some cases, international brands and model numbers may be sufficient to enable individual products to be identified. However, even when such brands form part of the specification it is essential that a detailed product specification is completed using the relevant SPD in the same way as for a product without any brand name. Many products with the same brand name are sold in different sizes or models or with different designs so that the brand name alone does not enable the product to be identified. For example, Coca Cola is sold in different size bottles, diet and non-diet, etc. n general, a brand may be viewed as an additional characteristic that is superimposed on an otherwise complete product specification and in no way diminishes the need for the latter.  

44.  In order to clarify the role of brands in the product specifications a simple classification of brand types is given in Table 1. Products are divided into three broad groups or strata:

· Products with brands which are advertised and widely recognized internationally and are found in most or all countries:  for example Coca Cola;

· Products with national or local brands that are advertised and widely recognized within a country or locality  but may not be found in other countries or areas;  

· Products without any brand name: although the name of the manufacturer may appear somewhere on the product, it is not advertised and widely recognized and it does not enhance the status of the product in the eyes of the purchaser.

45. When dealing with the first group, there are two options when drawing up the specification. The first is to specify one unique international brand.   The other is to specify that the product must be one out of a small number of competing international brands with the same kind of status.   For example, the specification for a particular type of television set may require that it be manufactured by Sony, Toshiba or Sanyo without specifying which. This implies that it is permitted to compare the price of a Sony television with a Toshiba television whose specifications are the same in other respects, but not to compare a Sony in one country with a national or local brand of television in another, even if their specifications are otherwise the same.  

Table 1: The Role of Brands in Product Specifications

	
	Specification names a single international brand or a cluster of international brands 


	Branded product, but brand not named in specification
	Product without any brand

	Brand value
	             Some brand value exists
	No brand value 

	Product searched for by price collectors
	Actual brand(s) and model(s) as specified; they should be found in most or all countries in the region
	National or local  brands which have a reputation only within a country or locality
	Products without a brand name  

	
	One single brand
	One out of a cluster of named brands
	One out of a set of unnamed brands widely known within the country or locality 
	An unbranded  product whose name or label, if any, has no significance to the buyer

	Variant
	     a1
	     a2
	              b
	             c

	Typical selling point
	The reputation of the producer and assumed quality of the product 
	The reputations of the producer, shop or other outlet and  assumed quality of the product 
	Low price


46. Brands can have a significant effect on the quality of a product as perceived by consumers. First, the possession of brand may guarantee that the product has certain characteristics that can be relied upon. This assurance is valued by purchasers who may be prepared to pay more for a product with a brand than an otherwise identical product without a brand. The brand name becomes a price determining characteristic in itself and forms an important part of the PS. Secondly, ostentatious products promoted by massive, prolonged and expensive advertising may command high prices.
47. Price comparisons should only be made between products within the same brand stratum.   For example, a product in group (a) should not be compared with one in group (b) in another country. Consider the following example. Suppose an international brand of sports shoes in one country is compared with a national or local brand in another. Their physical characteristics could be the same, especially if the national brand is a deliberate copy of the international brand differing only in some trivial respects. Although a virtual copy, the national product is sold under its own name and not as a fake. It is important to note here that fake branded products are excluded from ICP.
48. Now suppose the same number of sports shoes are bought in the two countries.   Expenditures will appear to be relatively higher in the country with the international brand. The fundamental question for the ICP is whether the difference in relative expenditures reflects a difference in relative volumes or in relative prices. As already explained, the only way to resolve the issue is to observe what happens when the two products are on sale side by side in the same country.  If the international brand sells at a higher price than the local brand consumers must prefer it.  The two products are not identical in the eyes of the consumers.   The international brand is perceived to be a better quality product and is therefore ‘more’ trainer from the consumers’ perspective.   The two products are not the same.  Their prices cannot be comparable between countries if the two products would not sell at the same price within the same country. 

49. Some part of the difference in relative expenditures must therefore be attributed a difference in volume. Real consumption of sports shoes is higher in the country in which the international brand is bought even though the number of sports shoes may be the same in both countries. The same argument applies, but with even greater force, if an international brand is compared with an unbranded product.  

50. Unbranded products are more likely to be found in markets or outlets patronised by relatively poor households. They are also more likely to be representative in developing countries than developed ones.  

51. The PS must contain a complete set of detailed specifications for all relevant characteristics whether or not brand status is one of them. The purpose of requiring a product to be a named international brand is not to remove, or even reduce, the need to provide a complete set of specifications but to try to improve and strengthen the comparability of the products whose prices are compared. A named brand is an extra characteristic that can be used to tighten the specification one notch further. It should also be remembered that detailed information about the characteristics of branded products may prove to be extremely useful at a later stage for purposes of hedonic analysis. 

52. However, care must be exercised to avoid selecting international brands for inclusion on the product lists purely because they may be comparable between countries. If some internationally branded good, especially an expensive luxury or fashion good, is not representative in any country it should not get on to the product list.  

53. Examples of product specifications


A tight definition is intended to provide a precise description that is sufficient to identify the product and to distinguish it clearly from other similar products. The PS should provide a comprehensive list of all the relevant characteristics which are thought to have a significant impact on the price of the product. The Regional Coordinator responsible for the product descriptions needs to be well informed about the products themselves, the industries that produce them and the markets on which they are sold. The description has to be understood by price collecting staff in a number of different countries with whom the Regional Coordinator may have no personal contact. 

54. A picture can often tell more than a thousand words. It also does not need to be translated.  Whenever appropriate and possible, price collectors should be provided with pictures to help them identify the products. The definition of the product should indicate whether a picture exists or not (electronically or on paper in a separate picture booklet). Pictures can be particularly useful for clothing, furniture and some foods, but not so much for services or cars.

55. The way in which a specification is built up depends very much on the type of the product and the circumstances of the markets covered, and also on the needs of the region. The following are three examples of tight definitions.


Example 1 

This is an example of a branded product where the brand must be one out of the specified cluster of brands. It belongs in subgroup a2 in Table 2. The specified characteristics of the product other than the brand are meant to be sufficient to identify the product without knowing the brand. The product is manufactured by many local producers throughout the world but there are a few international brands that are found in many countries. These branded products probably tend to sell at premium in most countries so that it is undesirable to compare the price of one of these brands in one country with that of an unbranded product in another country:  hence the requirement that the product must be one of these brands. 

Table 2:
	Characteristics
	Specification

	Title:

Code:

Brand(s): 

Made of:
Without: 

Length: 
Quantity:

Exclude: 


	Spaghetti

11.01.11.5a

BUITONI, BARILLA, PANZANI

hard wheat (durum)

eggs

approx. 30 cm

500 g

quick cooking spaghettis

	Further information:

See picture

Specify: brand




Spaghetti is an example of a product that may be sold in packets of varying size. Although 500 grams may be the target, price collectors can be expected to report prices for packets whose size is close to 500 grams, if 500-gram packets cannot be found. Minor deviations in size of packet might not even warrant a quality adjustment but the price collector must record the difference observed. In many cases a range is provided and the price collector is expected to select a product that falls within the range. Under no circumstances should the price collector attempt to calculate the price of the specified quantity if the observed quantity is different. 

Example 2 

This is an example of a specification for an unbranded product that belongs in group c in Table 1. The object is to exclude fashionable shoes sold under brand names, whether the brands are national or international. 

	Characteristic
	Specification

	Title:

Code:

Brand(s): 
Type: 
Styling:

Upper material: 
Lining:

Insole: 
Sole:
Heel: 


	Ladies’ shoes

03.2.1.2a
non branded 

low-heel shoes
with laces, without decoration
leather
synthetic / textile
leather
synthetic material
synthetic material



	Further information:

See picture

Specify: observed label (if any)





Example 3 

This example belongs in group b in Table 1. Note that the shirt should be one of the leading brands recognised by most buyers without specifying any particular brand. 
	Characteristics
	Specification

	Title:

Code:

Brand(s): 
Material: 

Styling: 
Colour: 
Sleeves:

Collar: 
Fastener:
Breast pockets: 


	Men’s shirt

03.1.2.1a

well known brands

100 % cotton, light material
classic
uni
short
classic
buttons
1



	Further information:

See picture

Specify: brand




56. Good product matches may be achieved in the case of international brands where the specified characteristics may include characteristics such as the reference number for a particular type of model or series that serve to identify a unique product that is the same in different countries and regions. In the case of clusters of international brands, it is important to establish in advance during the process of the pre-survey that each of the brands named in the cluster has a similar status and reputation on the market.   

57. If there are significant differences between the characteristics of the product whose price is reported and the target specifications, it may be impossible to make a satisfactory adjustment for the difference in quality in which case the price may have to be rejected under the matched product approach. However, it often happens that a new type of product appears on the market in several countries at the same time and is reported as a substitute for the targeted product by two or more countries. In this case, the prices should not be rejected as they can be used to make comparisons between the countries concerned.   The original specification should be split to recognise a new category of product. Thus, prices should not be rejected prematurely without checking whether other countries are also reporting prices for the same product.  
The Pre-Survey
58. ICP price surveys need to be planned and prepared very thoroughly to ensure their efficiency and success.  An essential part of this preparation is the pre-survey, a term used to describe the lengthy process leading up to the establishment of the lists of products for which prices are to be collected. The pre-survey should not be confused with a pilot survey. The output from a pre-survey is not a set of prices but a complete list of products to be priced together with all their detailed specifications. The pre-survey itself is a prolonged iterative process that involves continual interaction between the regional coordinators and the countries. If the pre-survey is carried out properly and effectively, the subsequent price surveys can be conducted with much greater efficiency and with far fewer problems. The processes of price collection, editing, checking, validation, etc. may take less time, cost less and produce more reliable results.  

59. The two principal aims of a pre-survey are to:

· Gain as much information as possible about the type and range of products, and their characteristics, actually available in the region;

· Ensure that the product list includes some representative products for each of the countries.

60. Deciding on which products to include in the product list, and hence which prices are eventually reported by a country, is crucial to the success of the price comparisons.  The logistics of setting up the product lists are quite complicated as they involve continual interaction between the regional coordinators and the national statistical institutes, or NSIs. This type of collaborative work is unfamiliar to countries that have not previously participated in the ICP and the various steps involved need to be spelled out in some detail. The complexity and magnitude of the tasks involved may easily be underestimated. 

61. From the outset, countries need to be aware that they will not be required to price all the products on the common product list. It must be made clear to each country during the pre-survey phase that it has only to price all its own representative products plus a selection of products representative of other countries. It must price enough of the latter to ensure that an adequate number of price comparisons can be made between itself and other countries. 

62. A general overview of the Pre-Survey

The task for each Regional Coordinator is to move from the general structured product descriptions contained in the SPDs to a set of detailed PSs, appropriate for the region in question. Whereas different regions may start from a common set of SPDs, the eventual PSs to be used for pricing differ from region to region. The PSs for the different regions depend upon the representivity and availability of the products within the individual countries of the region. For each cluster of products described by an SPD, it is necessary to identify some products that are currently on sale on markets within the countries of the region and then to list their detailed characteristics to arrive at a PS. By observing the characteristics of the products actually on sale in outlets they can be specified in as much detail as required. For this reason a Pre-Survey is necessary.
63. The pre-survey itself may be divided into three main stages. In the first stage, each Regional Coordinator working in consultation and collaboration with other Regional Coordinators and the Global Office has to draw up a first tentative list of products for pricing within each basic heading. In the process, the Regional Coordinator visits a sample of countries, including the largest countries with the most diverse markets. The Regional Coordinator seeks the advice of countries about what they consider to be their representative products and also seeks to familiarise himself or herself with the markets in those countries. At the same time, all countries, and not merely the countries visited, are invited to submit a list of representative products for each basic heading. This phase may take about three or four months.

64. In the second stage, the first tentative list of products for each basic heading is sent to countries using the SPD Software. Note that countries are not asked to collect prices at this point, but merely to test the adequacy of the specifications and, especially, to investigate the availability of the products listed on their own markets. If there are not enough of their own representative products on the list, the country is asked to propose some new ones to be added.  This phase is expected to take about a further three or four months, during which time the Regional Coordinator continues to visit countries.   

65. In the third stage, the product lists are revised in the light of the responses from countries.  The revised lists are then distributed to countries. The exchange of information between the Regional Office and the Country Office regarding the product list takes place using the SPD Software. After allowing a further month for countries to study the revised lists, all countries participate in a collective discussion of the lists at a regional workshop.  Countries have to ensure that their own representative products are adequately covered.   After the workshop, the Regional Coordinator prepares the final product lists which are then sent to countries to enable them to start price collection.   This phase is expected to take about a further three or four months.

66. The preparation of a good set of product lists is a prerequisite for a successful ICP program.  There is no counterpart to this elaborate process when compiling inter-temporal price indices.  It is expected to take between nine months and a year, roughly as much time as the actual collection and processing of the price data.  This should therefore be built into the planned timetable. The pre-survey requires careful planning and execution as there as so many parties involved. Sufficient time has to be allowed, and sufficient resources have to be allocated, for the various inter-related stages of work.
67. The ICP 2003-2006 timetable sets deadlines for the completion of selected stages of the work which should be respected by all the regions in order to achieve worldwide results in parallel. If the documents circulated by the Regional Coordinator – and the subsequent feedback and materials returned by the national participants – need to be translated into languages other than English, plans must be made in advance to ensure the facilities will be available at the required times. If translations are not available on time, subsequent steps including the start of the price collection may have to be delayed.  
68. Sources of information about products

In order to move from the SPDs to the PSs actually used for ICP purposes it is necessary to obtain information about products actually on sale in the region in question. One obvious source consists of the baskets of goods and services used in the CPIs in the different countries of the region. They should be exploited to the fullest extent possible.  There may be some overlap between the price surveys conducted for CPI and ICP purposes. However, many CPIs are restricted in their coverage of households and may also exclude certain types of products. The CPI basket may also be out of date, perhaps as a result of being based on an expenditure survey conducted some years previously. Thus, while the CPI baskets should be exploited, they may be far from sufficient for ICP purposes. Some CPI products may not be appropriate for ICP purposes, while others that are not in the CPI basket may have to be added. If a country does not actually compile a CPI, it is doubtful whether that country should be included in the ICP as its statistical infrastructure may not be adequate for ICP purposes and its staff may not have enough expertise and experience to carry out the ICP price collection.  

69. It is important for the Regional Coordinator to gain first hand experience of the products purchased on markets in the region. The Regional Coordinator should take every opportunity to visit markets in the different countries, preferably in the company of national experts who can assist in drawing up the product lists. The experts may include not only CPI statisticians but also local experts on particular markets or types of products.   It is important to try to identify products that are representative of the country and to note their characteristics using the SPD format. In any case, the Regional Coordinator should visit markets in order to build up a general overview of the kinds of products and their characteristics that are commonly found in the various countries of the region.  

70. Visiting outlets also provides an opportunity to test the continuing validity of any product specifications that may already be available (e.g., from the CPI or previous ICP rounds).  The life expectancy of some products and their specifications may be quite short.  Some standard food products may not change very much over time, but CPI investigations have shown that less than half of the models of some kinds of consumer durables on sale at any point of time may still be on sale one year later.  Field visits to outlets can help to establish which products are still representative and which items have become unrepresentative, or have disappeared altogether.  Obviously, only a small sample of the outlets which may be involved in the subsequent price collection can be visited by the Regional Coordinator.

71. Other sources of information about products consist of data collected by agencies such as market research organizations, trade associations, other commercial organizations or consumer organizations.  This information may not be available without charge, however.   Interviews may be undertaken with experts such as the managers of large retail outlets, including supermarkets or department stores, the owners of small shops, sales managers, producers, importers, marketing experts, etc. Interviews may be time consuming. On the other hand, comprehensive information obtained at an early stage can save time and money later in the ICP round.   In certain areas, it may be advisable for the Regional Coordinator to undertake such interviews rather than local experts.

72. Reference may be made to consumer magazines, trade magazines, catalogs, the internet, marketing documentation, brochures, advertisements and the like. In particular, in some countries, the catalogs for ‘discount’ and mail order outlets often provide very extensive, comprehensive, detailed and up to date information about hundreds of products and their characteristics. Visits may also be undertaken to trade fairs.

73. It may also be helpful to check other statistical databases such as those resulting from household budget or expenditure surveys or retail sales surveys.

74. Establishing a first provisional product list

When they exist, product specifications taken from the current CPI basket, or possibly from a previous ICP/ECP surveys
, may serve as a useful starting point. They have to be systematically reviewed in the light of the goods and services currently on sale on markets. There are three possibilities:

· The product may still be representative and its definition still valid, in which case the product can be retained on the provisional product list;

· The product may still be representative, but its specifications need amending or updating, after which it can also be retained;

· The product is found to be unrepresentative, or to have disappeared. It is deleted.

75. During the course of these investigations into the status of the existing specifications, other products not on the CPI or previous ICP lists will be observed and examined.   If a product is considered to be representative, its characteristics can be checked using the relevant SPD and the resulting PS can be included on the provisional list.  NSIs have a responsibility to ensure that enough products that are representative in their own countries are included on the list of products.  The process of drawing up the list and the product specifications within a region is a common responsibility that is shared between the RC and the countries.   Participating NSIs cannot play a passive role.  
76. The Regional Coordinator establishes a provisional product list by actually visiting as soon as possible markets within a small number of the largest and most diversified countries of the region.   This should ensure that the products are fairly representative of the region as a whole.  As noted in the previous chapter, however, the common list assembled from such provisional lists cannot be representative of the expenditure pattern in each and every individual country, given that expenditure patterns vary between countries. 

77. New goods and services are continually appearing on markets that may not be on the initial product lists prepared by the regional coordinators. If countries consider that such products are sufficiently important in their own market they must propose them to the Regional Coordinator for inclusion on the list and provide a detailed specification accompanied by relevant information such as catalogues, pictures and technical printed matter. Photographs of products can be extremely useful in addition to written specifications, especially for products that are sensitive to fashion and design.

78. Numbers of products per basic heading

When drawing up the product lists, a rough target has to be set for the number of products within each basic heading for which prices are to be collected. This figure depends on a combination of factors.

79. The first step is to determine for, household consumption as a whole, the total number of products for which it is feasible to collect prices, taking account of the constraints imposed by the total ICP resources available and the timetable. This number may range from about 400 to 800 depending on the country and region.   

80. The total number is then divided among the basic headings in proportion to the shares of their expenditures in total household consumption expenditures. 

81. The resulting numbers can then be adjusted upwards or downwards depending on how heterogeneous or homogeneous the products are within each heading. The more heterogeneous the heading, the greater the number of products that may need to be priced.   

82. Finally, it is necessary to take account of the amount of variation in the parities for the individual products that may be expected on the basis of general knowledge of the market or evidence from previous or other PPP surveys. The greater the variation, the more products that may need to be priced.

83. Taking account of these various factors, the number of products may vary considerably from one basic heading to another. In general in economic statistics, classifications of services tend to be coarse in comparison with those for goods. The share of total consumer expenditure accounted for by each basic heading for services therefore tends to be higher than for goods.  In addition, services tend to be more heterogeneous than goods. For these reasons, it may be appropriate for the number of products per basic heading to be somewhat greater for services than goods if suitable products can be found.    

84. Some illustrative data for 12 basic headings in the food group are shown in Table 2. Even though ‘fresh milk’ and ‘preserved milk and other milk products’ have a similar weight in total household consumption expenditures, three products are deemed to be sufficient for ‘fresh milk’ as there are only a few types of fresh milk on the market, whereas a greater number is needed for ‘preserved milk and other milk products’ to allow for the much greater variety of such products found within the region.

Table 2: Numbers of Products within Basic Headings

	Coding 
	 Basic Heading
	No. of Products in the List
	NA-Weights

	11.01.11.3
	  Bread
	11
	1.0 %

	11.01.11.4
	  Other bakery products
	15
	0.7 %

	11.01.12.1
	  Beef and Veal
	10
	0.5 %

	11.01.12.3
	  Lamb, mutton and goat
	3
	0.2 %

	11.01.12.4
	  Poultry
	8
	0.6 %

	11.01.12.6
	  Delicatessen and other meat preparations
	18
	1.8 %

	11.01.13.2
	  Preserved or processed fish and seafood
	6
	0.2 %

	11.01.14.1
	  Fresh milk
	3
	0.7 %

	11.01.14.2
	  Preserved milk and other milk products
	10
	0.7 %

	11.01.14.3
	  Cheese
	15
	0.7 %

	11.01.14.4
	  Eggs and egg-based products
	2
	0.3 %

	11.01.15.1
	  Butter and Margarine
	3
	0.2 %


85. First provisional product list 

The first provisional product list is a list of products and their specifications that is sent to countries together with requests for comments, suggestions and proposals.  It is designed to:  

· Test the adequacy and clarity of the product specifications;

· Establish whether the products are representative, unrepresentative or non-existent;

· Establish whether countries will be able to provide prices;

· Encourage countries to make proposals for additional representative products that countries may wish to add to the list and elicit information about them;

· Receive any suggestions, criticisms or comments on any of the PSs.

86. The provisional product list is prepared after the Regional Coordinator has had an opportunity to visit a few of the largest countries with the most diversified markets.  During the course of these visits, the Regional Coordinator, in collaboration with the national experts, draws up provisional product lists for the countries drawing upon the kind of source material discussed earlier. The product list is a synthesis of these lists. The more information that has been accumulated in advance by the Regional Coordinator from own experience and information and impressions gained on country visits, the more constructive and detailed the questions that can be posed in the questionnaire. The Regional Coordinator circulates the provisional product list to all participating countries and not just to the ones already visited.  

87. It can be particularly difficult to ensure that certain types of consumer goods (e.g. furniture or clothing) are comparable between countries because the products tend to be specific to particular national markets and vary a lot between countries. There may be a fairly high number of national brands in each country, each with only a small share of the national market and without any exports. Further, internal technical characteristics may not be visible and cannot therefore be observed by the price collector. Even the retailers may not be able to provide all the desired information (e.g. on the interiors and quality of sofas).

88. Two approaches can be used. The approach chosen depends, among other things, on the basic heading:
89. Model A
The PSs proposed by the Regional Coordinator are as precise and detailed as possible.   All the characteristics are checked off on the SPD, on the basis of the most recent observations on the market and all the other sources of information described earlier. Additional information and questions at the basic heading level are also entered.  Special requests (e.g. to specify dimensions) are marked.  NSIs are asked to make an initial assessment of the availability and representivity of the products.  

90. This approach has the advantage that countries are provided with detailed PSs which collectively provide a good overview of the product list as a whole. NSIs can concentrate on answering fairly clear and straightforward questions. Experience from the OECD/Eurostat program suggests that NSIs prefer this type of questionnaire.

91. The downside is the risk that NSIs get the impression that the PSs are already close to being final and that it is unnecessary for them to react. They may even feel that changes and additions of new products may not be welcome and be inhibited from making proposals and taking initiatives. If they fail to react, the Regional Coordinator’s own personal expertise and impressions may exert too strong an influence on the product lists.  NSIs may fail to provide the inputs that are needed to ensure that the overall product list is contains enough of their own representative products.   

92. Model B
This approach requires the countries to take a more active role and to undertake more intensive pre-survey work since not all the characteristics listed on the SPDs are checked off in advance. Because of its exploratory nature, Model B may encourage more active participation by countries and lead them to make more proposals.   

93. It may be necessary to use Model B for the more dynamic sectors of consumption where the goods or services on the market are continually changing because of technological progress, fashion or other factors. Countries should be encouraged to propose products, even if the descriptions they supply do not include all the relevant characteristics and are not complete and exhaustive.

94. A possible disadvantage of the second approach containing rather loose generic specifications is that the Regional Coordinator may have difficulty in identifying the most appropriate products for inclusion on the list. If numerous different models have been suggested and reported back by the countries – e.g. for cars or household durables – each model having somewhat different features, it may become very difficult to identify those that are best suited for inclusion in the basket.  For such types of products, it may be preferable, and more practical, for the regional coordinator to make fairly precise proposals in the first place accompanied by some specific questions.  Another risk is that open questions often lead to no response from the countries. 

95. More reliance may have to be placed on Model B when an ICP survey is being first established and there is not much prior information about the market situations in the countries of the region, whereas more reliance may be placed on Model A in subsequent rounds.

96. Responding to the provisional list through the SPD Software 
Countries are given about two months to complete the provisional list and return it to the Regional Coordinator. To respond properly NSIs have to undertake a certain amount of fieldwork by visiting retail outlets to check on the availability of the products. During the period when countries are completing the pre-survey the Regional Coordinator should take the opportunity to visit as many additional countries as possible. Such visits enable the Regional Coordinator to gain more experience about markets in the region and to revise or extend the existing PSs on the basis of the new information gained.  They also provide an opportunity for the Regional Coordinator to visit countries with limited resources that may require some assistance. 

97. For various reasons, such as limited resources, time or capacity, a country may not be able to conduct a full pre-survey.  In this case, it is better to undertake a limited survey than to do nothing at all. At least the basic headings with the largest expenditures should be dealt with. The amount of fieldwork could also be scaled back by confining the visits to only a few of the larger and more popular outlets selling a wide range of goods. However, it must be impressed on countries that they have to check that enough of their own representative products are included on the list. If not, they must propose a number of their own representative products for inclusion on the list. The role and responsibilities of the NSIs should be emphasised by the RC to ensure that, even if resources are scarce, at least some proposals come from the NSIs. If NSIs consider that finding new products and drafting new descriptions is too time consuming or complicated, the Regional Coordinator may suggest to the NSIs that they sub-contract the work to specialist market agencies.

98. The category ‘food’ accounts for a large share of total consumption and GDP in the majority of developing countries: on average, about one half of household final consumption or one third of GDP. Moreover, food products are generally more comparable between countries and regions than other types of consumption goods or services (e.g. clothing, furniture). If, for any reason, only a limited pre-survey can be conducted by some country it should be concentrated on food.

99. The roles of the different parties in the Pre-Survey

Establishing the product lists for multilateral comparisons is a task that has to rely on active contribution and collaboration of all the parties involved -- the NSIs, the Regional Coordinators and the Global Office. 

100. The role of the NSIs in the Pre-Survey

Within a NSI, there needs to be a clear understanding about the objectives of the ICP by all the staff involved in the survey work, whether office or field staff. The national ICP coordinator has to keep the staff who actually carry out the price collection fully informed and briefed. It is particularly important to establish and maintain good communications between the various staff involved. As already noted, experts working on the national CPI will have to be involved with the ICP program. The benefits can cut both ways. Not only can the ICP draw upon material assembled for CPI purposes but the participation in the ICP can strengthen the CPI data base. The ICP will want to exploit existing information about the products that make up the basket used in the CPI. However, as already noted, CPI product specifications in some countries may be rather loose and they may need to be modified, tightened and updated for ICP purposes. 

101. At an international level, NSIs should be encouraged to take an active part in the scheduled meetings with RC and the other countries of the region in order to achieve a common understanding of objectives, approaches, methods, deadlines, etc. They also need to maintain a dialogue with the Regional Coordinators. 

102. During the Pre-Survey, countries have to assess the general structure of the initial provisional basket from the view point of their own country and to check that the specifications are appropriate and up to date. The feedback to the Regional Coordinators in the form of proposals for new products, amendments, or deletions is important to ensure that the final product list is sufficiently representative of each country. However, experience suggests that NSIs are unlikely to propose finished, properly articulated product specifications. Countries are more likely to make rather vague proposals or just express general wishes for certain types of product to be included.  In this case, the Regional Coordinators has an indispensable role to play in developing detailed usable specifications out of vague ideas. Sometimes, the initiative has to be taken by the Regional Coordinators on behalf of a country on the basis of market information gained while visiting the country.  

103. The role of the Regional Coordinators in the Pre-Survey

Each Regional Coordinator has to ensure that all participating countries are properly informed and share a common understanding about how to conduct the successive stages of the Pre-Survey. The Regional Coordinator has to prepare the regional timetable while ensuring that it is consistent with that overall timetable laid down by the Global Office. The Regional Coordinators has also to ensure that work on the Pre-Survey keeps in phase with those in other regions. The Regional Coordinator has to be prepared to assist in clarifying questions relating to the product lists and removing ambiguities and potential inconsistencies. As already noted, the Regional Coordinator has to visit as many countries as possible during the pre-survey phase, to engage in bilateral discussions and exchanges with NSIs and become familiar with the markets in the region.   

104. The Regional Coordinator is the main driving force in the development of the product list for the region. The Regional Coordinator produces the first provisional product list and circulates it to the NSIs. After studying and analyzing the countries’ responses, the Regional Coordinators prepares a revised product list for discussion at the regional workshop, following which the final product list is distributed. Special instructions and picture booklets will in due course be needed by the price collectors. Such documents have to be developed in time by the Regional Coordinators in conjunction with the Global Office, as general methodological issues may be involved.

105. To facilitate communications and an efficient exchange of electronic information, the Regional Coordinators should check that the PCs used in the countries and the SPD software are compatible. Successful cooperation requires an efficient working communications infrastructure.  
106. The Regional Coordinator has also to decide whether the countries of a region should be split into subgroups.  This depends not only on the number of participating countries but on how similar or dissimilar they are.  Drawing up product lists is painstaking practical work involving interactions between the countries in the group.  Detailed technical characteristics are important and have frequently to be discussed collectively in order to produce a realistic, relevant and up to date set of specifications.   The number of countries involved in the day to day work of developing a common product list should not be too large for practical reasons.

107. Experience from earlier meetings of countries suggests that a group of about 10 to 15 countries works well. If 20 or more countries have to agree on a single common list and discuss details at meetings, lengthy discussions are liable to ensue, sometimes on minor points which are not very relevant for the great majority of participants.  Such discussions risk becoming unproductive and wasteful.   

108. Creating sub-regions can reduce the burden on the participating countries, as the countries are confronted with a sub-regional product list that is shorter than the overall regional list and better adapted to the needs of the sub-region. On the other hand, forming sub-regions creates the need for another layer of communications between the sub-regional coordinators and requires more management from the Regional Coordinator’s office. The sub-regions have eventually to be integrated into a single region and this may not be straightforward.
109. The role of the Global Office in the Pre-Survey

General principles and methodological issues are settled by the Global Manager with the help and advice of the Technical Advisory Group. The Global Office must retain overall control over the ways in which the product lists are established and the descriptions and specifications are formulated, and also over the methods used to select the products.   

110. The Regional Coordinators need to collaborate and interact with each other as well as with the NSIs. The Global Manager must act as a facilitator by organising periodic meetings of the Regional Coordinators and promoting the exchange of lists and specifications. The work in each region can benefit from the work in other regions as product specifications developed in one region may be useful elsewhere. This can have a positive impact on all the different lists and increase the homogeneity of the ICP at a world level. 
The Use of SPDs
111. SPDs can be used both for ICP and CPI purposes.   An SPD is a generic description for a cluster of products. A blank SPD is one in which none of the boxes have been checked, or ticked. The generic description may be converted into a tight PS simply by checking, or ticking off, one particular box for each successive characteristic (some basic headings allow the user to select more than one box).  Each time a box is checked, all the products in the cluster whose characteristics belong in one of the other boxes are eliminated. The set of products in the cluster can, in principle, be progressively narrowed down to a single product by working through a carefully prepared SPD and checking all the boxes. 

112. SPDs for CPIs

For CPI purposes, SPDs can be used in two different ways. One possibility is to allow the price collector to use a blank SPD when visiting a particular outlet for the first time to select a product that falls within the product cluster covered by the SPD. The product might be selected at random, on the advice of the shop owner or manager, or by some other process. At that point, however, the price collector must complete the SPD by checking off all the characteristics of the product selected. In this way, the SPD is converted into a precise product specification, or PS. This tight specification is then used to ensure that exactly the same product can be identified in subsequent visits and inter-temporal comparability is secured. The matched product approach is still used even though a price collector may have been provided with a loose specification initially.

113. The alternative extreme is for the statistical office responsible for the CPI to check off all of the characteristics in advance. If all the characteristics are pre-specified, the price collector is provided with a precise PS from the start. The price collector only has to go out and look for that specific product. Comparability is ensured by using the same tight specification repeatedly. The advantage of using tight specifications is that the statistical office has more control over the selection of the products. The disadvantage is that the tighter the specification, the greater the risk that the product will not be found in the designated outlet or outlets so that no price may be recorded.  

114. A third possibility is for the statistical office to narrow down the choice of products by checking off some characteristics but not all.   The resulting specification is intermediate between a loose and a tight specification. In this case, the price collector has a limited amount of discretion over the choice of product and must check off all the characteristics which were not pre-selected by the statistical office.  This may well be an appropriate strategy in some situations. A tight specification is still needed for pricing in subsequent periods.

115. It should be noted that the matched product approach is used whether the initial specification is loose, partly loose, or tight. The ultimate objective is to secure tight specifications for the products actually priced, whichever approach is used initially.

116. SPDs for ICP purposes

In contrast to CPIs, the use of loose specifications is not a realistic option for ICP purposes. If price collectors in different countries are given discretion to choose different products within a cluster, there may be no matches between countries. The products whose prices are collected may simply not be comparable. In order to achieve comparability, it is necessary for the ICP to work with tight specifications. The Regional Coordinators, in collaboration with the National Statistical Institutes (NSIs), have to specify all the individual characteristics in advance of the price collection.  

117. As in the case of CPIs, the problem with using tight specifications is that the tighter the specification, the greater the risk that a particular product will not be found. There is obviously a trade off between the tightness of the specifications and the number of price observations collected. With tight specifications, there is a risk that not enough price matches will be obtained to secure a robust set of international price comparisons. There may be too many prices missing in some countries to generate a reliable set of PPPs.   

118. This poses a major challenge for the planning of the price collection in the various participating countries. The lists of products and product specifications must be drawn up in such a way as to ensure that exactly the same products are priced in different countries while at the same time ensuring that enough price matches are going to be generated. Preliminary investigations must be carried out in advance of the actual price surveys to ensure that products that are representative of particular countries are available in sufficient quantities in the other countries of the region. One of the main purposes of the pre-survey described in later sections is to investigate the availability of representative products throughout the region in advance of the actual price surveys themselves. This involves a great deal of careful investigation, preparation and planning. The objective is to arrive at lists of tightly specified products that include enough of the representative products of every country in the region.
	Annex1: Example of SPD form
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Cardboard carton
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Paper wrapping
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Plastic (foil) wrapping
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Glass container
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	Annex 3:  SPD Software Screenshot
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� Classification of Individual Consumption According to Purpose – Household Budget Survey;


�  The COICOP-HBS is structured into four levels: Level 1: Divisions (two-digit); Level 2: Groups (three-digit);Level 3: Classes (four-digit); Level 4: Category (five-digit).


� Basic Heading: A basic heading is defined as the lowest level of final expenditure in the OECD classification for which explicit expenditure weights can be estimated.





�  See Saaed Heravi, Alan Heston and Mick Silver:  “Using Scanner Data to Estimate Country Price Parities:  A Hedonic Regression Approach”,  Review of Income and Wealth, Series 49, Number 1,  March 2003, pp. 1 – 21.


�   In the paper by Heravi, Heston and Silver it is concluded:  “… methods based on matching run the risk in many product areas of excluding unmatched items.  Silver and Heravi  (2002) have shown for CPI analysis that such excluded prices are quite different from the matched prices and their exclusion leads to significant bias.”  Op cit., p. 19.


� E.g. for large parts of the African region a product list from the 1993 round should be available.





Chapter 5: Product Lists, Specifications and the Pre-Survey
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