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1. At the previous Joint ECE/ILO Meeting on consunmer price indices the
Russi an del egation submitted a report on refinenment of procedures for the
monitoring of prices for goods and services and CPl cal culation in the
Russi an Federation. The report contained a general account of the current
procedure for conpilation of the consunmer price index (CPl) devel oped by the
Russian State Conmittee on Statistics in the Iight of reconmendations from

i nternati onal organizations and the practical experience of the Russian State
statistical bodies in the nonitoring of consumer prices in a period of
econom ¢ reform

l. I nt roducti on

2. A feature of the Russian econony in the past two years has been the

achi evenent of a substantial slowdown in inflation. The consumer price index
for 1996 in Russia stood at 122.8% The expected growh in consumer prices in
1997 shoul d not exceed 12-15% However, while these inflation rates
constitute a significant achievenent for Russia, they would be substantial for
many countries, where growth in prices stands at around 3% a year

Consequently efforts to refine procedures for nmonitoring prices in Russia
continue to be based on the assunption of significant price rises.

3. The Russian statistical systemuses nmethods for collecting price data

and conpiling price indices which are recognized by nmany countries and
correspond to world standards, but in devel oping a national methodol ogy
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additional difficulties are encountered which arise fromstructural changes.
In these circunstances the conposition of the consumer basket nust be revised
fairly frequently in order to reflect changes in the range of goods and
services available, and in the structure of household consunption.

4, The material prepared for the present session is an el aboration of the
nmet hodol ogi cal propositions exam ned at the previous session. Necessary
nodi fications were introduced in the existing nmethodol ogy for cal cul ati on of
the consumer price index during 1996-1997; these nodifications were designed
to take into account as nuch as possible specific changes in the Russian
econony and the expectations of nanagenent bodi es.

. Stages in the refinenent of the CPlI nethodol ogy

5. The principal purpose of nonitoring the level of prices and tariffs on
t he consuner nmarket is to gather information for use in calculating the
consuner price index both for the Russian Federation as a whole and for

i ndi vidual republics, territories, oblasts and autononmous areas (89 units in
all).

6. G ven the federal structure of the Russian Federation, nonitoring of
changes in prices and tariffs is conducted in all the constituent entities of
the Federation. Price information is collected in all the capitals of
republics (within the Federation), territories, oblasts and autononmous areas
and al so, through sanpling, in district centres selected in the light of their
representativeness in reflecting the soci o-econonm ¢ and geographi cal situation
in the regions and the availability of goods and services on the consumer
market - a total of 350 towns and cities. Starting in 1997 the consumer price
i ndex has al so been cal culated in autononmous areas (10 in all), necessitating
sonme changes in the cal cul ati on schedul e.

7. The consumer price index (CPl) is cal culated using information derived
fromtwo sources

(a) Data on price changes collected by nmeans of nonthly recordi ng of
prices and tariffs on the consuner market;

(b) Data on the breakdown of actual consumer expenditure by the
popul ati on over the preceding year, calcul ated using indicators derived from
sanpl e surveys of househol ds.

8. Recording of prices and tariffs on the consuner market and cal cul ation
of consumer price indices in the Russian Federation are effected in accordance
wi th regul ati ons concerning the procedure for nonitoring changes in prices and
tariffs for goods and services and establishing a consumer price index. These
regul ati ons were adopted by the Russian State Conmittee on Statistics by
decision No. 79 on 29 June 1995.

9. After four years during which price information was col |l ected weekly,
the slowdown in inflation rates nmade it possible to shift fromweekly to
nont hly recording of prices. At the sane tine, the range of goods and
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services was broadened from 280 to 382, because with slower growh in prices
nore preci se and subtle tracking of price changes was necessary. From 1997
the 382 itens include 100 food itenms, 201 non-food itens and 81 itens relating
to paid services to the popul ation

10. Under the Federal Act governing the procedure for establishing the
conpensation for inflation due on the guaranteed debt of the Russian
Federation, the State statistical bodies carry out, besides nonthly recording

of prices for the full list of goods and services, weekly recording of prices
and tariffs for goods and services which fall in the basket of essentia
items, and calculate their reference value (37 itens in all). In addition

the value of a selection of the 25 npst inportant food products (replacing a
sel ection of 19 itens) is calcul ated once a week, and information is collected
on prices for alcohol products.

11. The process of nonitoring of prices of goods and paid services on the
consuner market and cal cul ati ng the consumer price index includes the
fol |l owi ng operations:

- Sel ection of core enterprises in trade and services
- Sel ection of representative goods and services
- Recording of prices and tariffs

- Est abl i shnment of a system of weights for calculation of the index
of prices on the consuner market

- Cal cul ati on of the consuner price index
- Cal cul ation of average prices and tariffs for goods and services

- Determ nation of the value of, and changes in the value of, a
sel ection of 25 basic food itens formng part of the m ninmum
subsi stence | evel (replacing the selection of the 19 npst
i mportant food itens cal culated up to 1997)

- Cal cul ation of the reference value of the basket of essential
items (37 itens).

12. For the purpose of recording prices, |large, nediumsized and smal
enterprises engaged in trade and services are selected in each town and city,
| ocated both in the centre and on the outskirts, so that nonitoring covers
enterprises operating in a variety of conditions.

13. The nonitoring coverage is representative and enbraces trading
enterprises, including franchi se shops, service enterprises displaying al
types of ownership and |legal structure (State, nunicipal, private, mxed and
vol untary associ ati ons and organi zati ons), and urban markets for food and
non-food consumer itens. Prices are also recorded at sem -whol esal e and
retail fairs and nmarkets. The recorded price information for each good and
service is noted on a separate sheet in the record of consuner prices for
goods and servi ces.
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14. In a situation where the supply of goods and services on the consuner
market in large and snall towns and cities in Russia is irregular, the range
of consuner goods and services used for price recording is divided into two
levels. Collection of price information on the full list of nonitored goods
and services (382 itenms) is organized only in regional admnistrative centres.
For the mpbst inportant everyday goods and vital services (61 itenms) price
monitoring is carried out in all the remaining towns and cities in the sanple.

15. Prices are recorded as foll ows:

(a) In the capitals of constituent republics of the Federation
territories, oblasts and autononous areas: once a week for 37 representative
goods and services in the basket of essential itens, and once a nmonth for
382 representative goods and services;

(b) In other towns and cities in the sanple: once a week for
37 representative goods and services in the basket of socially essentia
items. For the range of towns and cities fromwhich price information is used
in calculating the consunmer price index at the federal |evel: once a nonth for
61 representati ve goods and servi ces.

16. G ven the federal structure of the country, the managenent of |oca
State statistical bodies has the right to broaden the |list of goods for which
prices are recorded once a week and once a nonth. |In this case the recorded

price information for goods which are not included in the established
obligatory list (of 37 and 61 itens) is not taken into account in calculating
the consumer price index at the regional and federal I|evels.

17. This method makes it possible to retain the representativeness of the
district level in calculating price indices for the nost inportant goods and
services as well as the conposite index of consumer prices as a whol e by
region, and at the sane tinme to substantially reduce the likelihood that this
indicator will be distorted as a result of the addition of many estimates to
repl ace mssing informati on when the supply of goods in small towns and cities
i s unstable.

18. An inmportant feature of the consumer basket in calculation of the CPlI is
a degree of flexibility in defining it. The basket used for cal cul ati on of
the CPlI is a representative sanple of groups of goods and services which
feature nost frequently in public consunption; there is a single sanple for

all the regions of the Russian Federation

19. The basket includes goods and services which are the subject of mass
consumer dermand, plus individual non-staple goods and services (passenger
vehicles, gold jewellery articles, passenger vehicle maintenance, etc.).
Itens are selected in the light of their relative inportance in public
consunption, their representativeness in reflecting price dynam cs for
honmogeneous goods and their steady availability for sale. This selection is
made at the federal |evel and remains unchanged for a considerable period
(generally not |ess than a year).
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20. At the regional |evel, specialists provide an overall description of the
group of goods on the basis of representative goods with specific consuner
characteristics that occupy an inportant position on the consumer market in
the town or city concerned and are expected to be offered for sale over a

| engt hy peri od.

21. In a context of continuing substantial growth in prices, the nonthly
recording of prices for representative goods and services is carried out at
the end of the reporting nonth (between the 23rd and the 25th). For goods and
services whose prices and tariffs are not subject to sharp changes, recording
is carried out at an earlier stage, but no nore than one or two days before
the established date. This nmethod of information collection at the end of the
month permts fuller evaluation of price rises over the nonth as a whole.

22. Prices for goods and services in the basket of essential itens are
recorded once a week on Mondays. For goods and services whose prices and
tariffs are not subject to sharp changes, recording may be carried out on the
Friday of the previous week. For goods and services whose prices and tariffs
rise unevenly and nore rapidly, recording is strictly limted to Mondays.

23. It should be noted that the price information recorded each week for
representative goods and services in the basket of essential itenms creates
additional difficulties in recording of prices at the end of each nonth for
the full list of representative goods. Consequently it is inportant that this
recordi ng should be carried out at the same surveyed units. In this context,
where the dates of the two types of recording coincide, the weekly information
is included in the corpus of nonthly information.

24. In a context of decelerating inflation rates, requirenments as to the
quality of the price information gathered are greater, and as a result the
rul es governing price recording are stricter, as well as requirements
governi ng substitutions of goods and trading enterprises where prices on the
list of monitored goods are recorded.

25. Moni toring of price levels and novenments was expanded to cover paid
education services starting in 1997; until recently paid education did not
exist in Russia. |In addition, systenmatic nonitoring of prices has been

organi zed for the primary (new) and secondary (resold) housing market. The
expansion of price nonitoring to cover new sectors nmakes it possible to
eval uate price dynam cs nore precisely.

26. The CPI is cal culated each nonth and each quarter, and also as a running
total fromthe beginning of the year. Calculations are made each nonth of the
CPl in relation to the previous nonth, the corresponding nonth of the previous
year and Decenber of the previous year, and as a running total fromthe

begi nning of the year conpared with the correspondi ng period of the previous
year. Price indices for the quarter, the half-year and the period since the
begi nning of the year are prepared by neans of a “chain” calculation, i.e. by
mul tiplying the nonthly consuner price indices.
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I1l. Reference value of the basket of essential itens

27. The reference val ue of the basket of essential itenms is calculated for
the Russian Federation as a whole using price information for the range of
towns and cities involved in the calculation of the consumer price index at
the federal |level. The reference value of the basket of essential itens for a
given week is its average value for the Russian Federation assessed on the
basis of the prices and tariffs prevailing in the precedi ng week.

28. The reference val ue of the basket of essential items is cal cul ated each
week, and for a given week is defined as the sum of the products of average
Russian prices and tariffs for the precedi ng week for each good and service
itemincluded in the basket of essential itens, nultiplied by the average per
capita volunme of consunption over a year

29. The food portion of the basket of essential itens corresponds fully to
the selection of 25 basic food products used to define the mnimumdiet, which
is the subject of a standard drawn up by the Acadeny of Medical Sciences
Nutrition Institute together with the Russian Acadeny of Science Institute of
Soci 0- economni ¢ Popul ation Probl ens and the Russian Federation Mnistry of
Labour. This makes it possible to nonitor weekly changes in the value of the
sel ection.

I V. Seasonal correction of the CP

30. One of the nost inportant problens which the Russian State Conmittee on
Statistics has addressed in conpiling the consumer price index is that of the
seasonal component corresponding to seasonal products. Observation of prices
and tariffs on the consuner narket has shown that the prices of certain goods
and services, especially specific types of fruit and vegetables, are subject
to significant seasonal variations during the year. These variations are
generally cyclical in nature.

31. The Russian State Conmittee on Statistics is already using a number of
seasonal correction techniques in calculating the consumer price index (CPl),
one of them being the substitution of goods. This nethod is used when prices
for seasonal goods which are lacking at certain times of the year are replaced
in due proportion by the prices of simlar or equivalent goods in the
correspondi ng group which are available at the tine in question. For exanple,
prices for particular types of seasonal goods falling in the clothing and
footwear groups are recorded only during the periods of heavy sal es of these
goods. In off-season periods of the year the | ast available price fromthe
peri od of heavy sales of the good is reused w thout any change until the

begi nning of the next season, or else the price is indexed on the basis of
changes in prices for simlar types of equivalent sumer or winter itenms of
clothing or footwear, or else it is indexed on the basis of the growth rates
in overall prices in the group of goods in question

32. Besi des the techni que of substitution of goods, one of the nmethods of
seasonal correction currently used is calculation of the average wei ghted
price for potatoes. In this case the average weighted price of potatoes is

cal cul ated on the basis of the gradually rising total volume of sales of
pot at oes (during the sunmer period), the proportion of new potatoes and,
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correspondingly, the falling proportion of potatoes fromthe previous year’s
crop. The price of new potatoes is included in the cal cul ation of the

wei ghted average only fromthe start of the period of |arge sales. This

met hod makes it possible, to a certain extent, to establish a Iink between the
prices of potatoes fromthe current year’s crop and the prices of potatoes
fromthe previous year’s crop

33. During the period of high inflation rates in the Russian Federation
exacerbated by sharp and irregularly spaced leaps in prices, it was inpossible
to identify trends and patterns in the seasonal price variations or to conpile
i ndi ces or seasonal coefficients.

34. In view of the fact that the first year followi ng the period of high
inflation that acconpani ed price liberalization was 1994, during which prices
rose by a factor of 3.2, conpared with 26.1 in 1992 and 9.4 in 1993, the
experinmental cal cul ati ons which reveal the nature of the trends in price
movenment s and al so define the seasonal coefficients (indices) were produced
for the period 1994-1996, and also for January-April 1997.

35. In the proposed nethod for seasonal correction, the price indices which
even out the influence of the seasonal factor are cal cul ated for individua
goods as the ratio between the price index for the reporting nonth and the
seasonal coefficient for that nmonth for each specific item The seasona
coefficient for each reporting nonth of the current year is defined as the
rati o between the average nonthly price index for the base year for each item
and the nmonthly price indices for the same year. The average nonthly price

i ndex for each itemis calculated as the geonetric average val ue of the

twel fth root of the annual average price index for the same item

36. For the purpose of devel oping an algorithm for seasonal price
correction, and thereby indices for the fruit and vegetabl es group of

products, as well as to conpile a CPl corrected for seasonal factors, consuner
price indices have been cal cul ated experinmentally for seasonal types of fruit
and vegetable output. NMonthly price indices for individual goods, corrected
usi ng the seasonal coefficient, were calculated for the entire period under
review (1994-1996 and January-April 1997) and for the whole range of nonitored
types of fruit and vegetabl e output.

37. The novenent of the price indices, and that of the seasonal indices
(coefficients) for individual types of fruit and vegetabl e output, show that
pronounced seasonal variations in price indices occurred in individual nonths
during the years under review

38. The use of seasonal indices in calculating consuner price indices
produces a CPlI which excludes the seasonal bulge, i.e. seasonal variations in
prices are evened out, and this is particularly inmportant in a context of
noderate inflation.

39. Experimental CPlI cal culations carried out using seasonal indices
devel oped for the fruit and vegetabl e product group show that, for exanple,
appl yi ng the seasonal index in January 1996 would | ower the CPlI val ue
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from104.11% to 103.12% or 0.99 points; for August of the same year the CP
woul d be raised from99.79%to 101.56% or 1.77 points. |In this context it is
important to note that the in-year correction of price indices for the
seasonal component maintains the value of price rises as a whole for the year

40. During the process of devel opnment of the seasonal coefficients, the
novenment of prices on the consuner market for the entire range of
representative goods and services was analysed. As a result of the analysis,
38 itenms were selected fromthe overall range of representative goods and
services; for these itens the seasonal factor has so far not been taken into
account, or has been taken into account only partially, in calculation of the
consuner price index.

41. Work on anal ysing the dynami cs of price information and identifying the
i nfluence of the seasonal conponent for individual types of goods and services
on the value of the conposite consuner price index shows that it is changes in
prices for the fruit and vegetabl e product group which have the greatest

i nfl uence on changes in the CPl as a result of the seasonal factor. It has

al so been established that in this same group of products there are definite
patterns in the cycle of seasonal variations in prices, and hence in the

i ndi ces, which are repeated fromone year to the next.

42. At the same tinme, the nature of the price dynam c for individual types
of food product (apart fromfruit and vegetabl e products), as well as non-food
goods and services, shows that in a context of nore extensive application of
the nmethod of substitution of individual types of good and service, it is also
possi bl e to even out the seasonal factor which influences the overall |evel of
t he consuner price index.

43. In this way it has been established that the influence of seasona
variations in the prices of selected goods and services, apart fromfruit and
veget abl e products, on the seasonal conponent of the conposite consumer price
index is insignificant, and the use of the nmethod of cal culation of seasona

i ndices or coefficients for the CPI for these itenms is undesirable.

V. Concl usi on

44, The Russian State Conmittee on Statistics is continuing its work on
refining the current nethodol ogy for gathering price information and

cal cul ating the consumer price index. The nost inportant avenue to be pursued
in the short termis the updating of the sanple of towns and cities, trading
enterprises and representative goods for price recording, the continuation of
wor k on eval uating the seasonal factor in CPlI calculation, and the

i ncorporation of changes in quality in specific goods and services.



