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(iv) Quality Adjustments

To address the issue of measurement bias
associated with quality changes, the revised
resolution recommends that an adjustment must
be made to the price of a particular product when a
quality change is detected.  Quality adjustment
should be based on objective criteria as far as
possible. While listing the various quality adjustment
methods which could be applied, the resolution
recognizes that some of these methods are fairly
complex, costly and difficult in their implementation.

(v) Errors in Index Construction

Recognising the importance of the accuracy in the
CPI estimates to support effective decision making
by users, the revised resolution brings to attention
the various sources of potential error in index
construction. They include incorrect selection of
products and outlets, failure to adjust correctly for
quality changes as well as the use of inappropriate
formulae for computing elementary aggregate and
upper level indices.  It recommends that adequate
allocation of funding and resources should be
channelled to minimize the impact of such errors
in)the CPI estimates.

(vi) Elementary Aggregate Indices

The choice of formula in the computation of
elementary aggregate indices depends on the
purpose of the index, the same design and the
mathematical properties of the formula.  The revised
resolution provides a greater insight into the relative

strengths and weaknesses of the various methods.
In particular, the use of geometric mean (GM)
formula is highlighted.

(vii) Classification System

To achieve international comparability, the CPI
classification should be reconciled with the UN
Classification of Individual Consumption According
to Purpose (COICOP), at least at the division level.
However,  to  facilitate  the  analysis  and  interpreta-
tion  of  the  results,  it  is  desirable  to  classify
goods and services according to the various
supplementary  classifications  (for  example,
source of origin, durability etc).  Calculation of the
CPI using any classification should generate the
same overall results as the original index.

The reports of the Conference would soon be
available))at))http://www.ilo.org/public/english/
bureau/stat/techmeet/16thicls/index.htm.

ConclusionConclusionConclusionConclusionConclusion

The  adoption  of  the  revised  CPI  resolution  and
the revision of the CPI manual updates the
international guidelines and standards on the
compilation of the CPI.  The new standards would
enhance the compilation methodology and
international  comparability  of  CPIs,  while
providing sufficient flexibility to facilitate their
adoption by both developed and developing

countries.
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