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Preface











The Palestinian Central Bureau of Statistics (PCBS) has been working since June, 1995 on identifying a standard consumer basket of goods for West Bank and Gaza Strip.  Data collection of prices is now a standard exercise within the activities of PCBS.   Within this exercise, prices and costs of approximately 1,200 items and services  are being monitored and recorded regularly to examine the changes in prices on regular periods.  Upon the completion of the currently underway Palestinian Expenditure and Consumption Survey (PECS), a set of weights which are needed for the derivation of CPI will be produced.  Accordingly, a  Palestinian Consumer Price Index (PCPI) which is based on a representative list of consumer goods, and their weights will be published utilizing a full year of data collection on Palestinian expenditure.





The standard practice for CPI production suggests that we wait till the end of 1996 before publishing the first CPI.  This is due to the lack of enough data on prices and weights.  It is a normal practice to calculate CPI on the bases of average prices for a base year and weights  derived from data collection on a full year of  household consumption and expenditure.  However, while recognizing this fact, we have decided to start producing CPI using the average prices for only one month (Nov. 1995) as a base period, and weights based on  consumption and expenditure for three months (Oct.-Dec., 1995).  We will continue updating the weights and prices over the next few months through expanding the base period for each.  This process will culminate in producing CPI which is based on a full year for each element.





The PCPI program is carried out by Mr. Mahmoud Al-Qayya (Director, Consumer Price Index), Mr.  Mohammad Abdul-Latif (Assistant to the director), and a group of  twelve field workers.  Draft versions of this publication have been reviewed by Dr. Hazem Shunnar (Director General, Economic Statistics).  Secretarial duties were carried out by Hunayda Hashash. The contribution of the above mentioned colleagues is acknowledged.





This publication includes calculated CPI for October, 1996.  Researchers and interested readers are encouraged to provide comments and suggestions on this modest experience in order that PCBS makes use of them in developing the coming issues of the  CPI.
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Introduction 





Consumer Price Index CPI is a statistical tool used for measuring changes in prices of purchased goods and services during different temporal intervals.  It is usually used is a tool for;





Depicting changes in prices of goods and services and monitoring price trends, market conditions and cost of living.


Identifying the purchasing power of money, which is inversely proportional with the CPI.


Constructing national.





There should be a distinction between the CPI and the Retail Price Index.  The former examines changes in prices of goods and services included in the consumer basket, whereas the latter measures changes in items included in retail trade.





Due to lack of data on prices of goods and services over a whole year, we have chosen to use November, 1995 as the base month for the CPI series.  However, we will continue expanding the base period upon availabality of enough data till we manage to calculate an averge price list for a full year.  It is expected that CPI will be produced  based on a full year of price collection by the end of 1996.  The CPI will be constructed using a consumer basket of  568 goods and services.








Selection of goods and services.





It was taken into account that goods selected for constructing CPI represent all price trends. To facilitate compilation of data on prices of goods and services, items underwent classification by purpose of expenditure.  This process took place in accordance with UN-SNA recommendations on CPI.  The categories of classified goods and services are identified as the consumer basket.  The classification of items in the consumer basket is as follows:





1. Main groups (first  level): 


The first level comprises 10 main groups.  These groups are;





Food products


Beverages & tobacco


Clothes, dresses and footwear


Housing services


Furniture and household utensils and operations


Transport and Communication


Education services


Health care


Recreation and cultural goods and services


Other goods and services











2. Groups (second level):


For the second level of the classification, each main group has been divided into a number of subgroups.  For instance, the main group “Food products” has been divided into 9 subgroups, namely: Cereals and related products; poultry and fish; dairy and it products; dairy and eggs, oils and fats; fruits and vegetables; sugar and confectionery; tea, coffee, and cocoa; spices, salt and related products; and take-away meals.





3. Subgroups (third level):


Some groups have been divided into subgroups, e.g. “the group of meat, poultry and fish” has been divided into 3 subgroups: meat group, poultry group, and fish group.  “Dairy products and eggs” has been divided into 3 subgroups, namely milk group, milk products group and eggs group.  With respect to fruits and vegetables group, it has been divided into: fresh fruits, dried fruits, nuts, tinned fruits, fresh vegetables, dried and frozen vegetables, legumes...etc.  Such divisions were applied to groups consisting of wide range of goods.





4. Materials (fourth  level):


At the fourth level, the subgroups have been divided into materials.  For example, “Bread and cereals” has been divided into: rice, flour, bread, biscuit, spaghetti...etc.  “Meat”, on the other hand, has been divided into fresh meat, frozen meat, tinned meat....etc.





5. Goods/Services (fifth and last level):


Types of detailed materials are considered goods with more meticulous details.  Prices of such goods shall be collected, and changes in their prices shall be detected.  To cite an example, there are two types of flour, local and imported.





Data collection 





Data on prices are collected through visits conducted by well trained staff to different retail markets and services centers in the Palestinian Territories.  The interviewers were provided with lists including all required items and data sources along with detailed descriptions of goods and exporters’ addresses.





Three different prices are collected for food products within the same city and one or two prices for the remaining goods in a way that makes it possible to monitor the fluctuations in  prices of goods and services.  Prices for most products are collected on monthly basis, with the middle of the month used as the reference period.  Data on prices of fruits and vegetables are collected on weekly basis, with Tuesday used as the reference period within each week.  This system of price collection allows for 35 different price entries for each item in the “Food” group, and 25 different price entries in the remaining groups.  A total of 1,500 data sources are used for data collection of the prices used in this exercise.





Calculation of CPI





The CPI is calculated using  Laspeyres equation.  Laspeyres formula applies weighting through base-period quantities that usually represent the value of expenditure from household budget on goods and services during one complete year.  The weights derived from this study represent the monthly expenditure of 1,149 households in the West Bank and Gaza Strip.  One third of the households were interviewed each month over the months of October, November and December, 1995.
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Note To Users











The Consumer Price Index (CPI) is usually produced based on weights that are derived from an expenditure survey which extends over a whole calendar year.  The Palestinian Central Bureau of Statistics (PCBS) has started the implementation of such survey on October 1, 1995.  It is expected that field work will be over on September 30, 1996.  However, due to the urgent need for producing the CPI as soon as possible, and due to fact that these weights will not be available till the end of 1996, we have decided to calculate the weights from the result of the survey for the first three months (Oct.-Dec. 1995).  While using these weights, we will continue our efforts to update them gradually till we obtain them from the results of this survey over a whole year.   We strongly advise users to treat the resulting CPI with this fact in mind.





Prices of goods included  in the consumer basket are collected in NIS  The average exchange rate of the US $ for the period is as follows;





Month�
Average Exchange Rate ($1 =  ) �
�
August, 1996�
3.16 NIS�
�
September, 1996�
3.16 NIS�
�
October, 1996�
3.20 NIS�
�
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