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List of Abbreviations

ToR

Terms of Reference

SSSU 

State Statistics Service of Ukraine 

Executive summary

The two topics of the terms of reference (domestic market vs. foreign markets) have been discussed together with the global methodology of Ukrainian PPI. The key point is the predominance of national accounts concepts accepted today by Eurostat and OECD in all kinds of short term statistics, and the links not always founded with Prodcom.

The needs of national accounts have also an impact on the calendar of the modifications envisaged: January 2015 should include most of them ideally (short term targets).

The industrial services make an interesting topic for industrial statistics, but it should not hide that PPI on „pure services” are also expected by both the European STS regulation and national accounts. So do import prices and „full” export prices (including exports operated by distributive traders).

The topic of quality report in PPI has been briefly discussed. It was recognized that strictly speaking the quality reports defined in 2009 by Eurostat are not really applied in PPI. The new Eurostat framework of metadata NRME seems the more appropriate, perhaps together with the DQAF of IMF.

1. General comments

This mission report was prepared within the Twinning Project n° UA/13/ENP/ST/38. It was the first mission to be devoted to the Component 4 (Producer Price Indices) of the project.

The concrete objectives of the mission were:

· To assess the current methodology and information base for Ukrainian PPI
· To advise how to move toward a separate observation of Ukrainian PPI for domestic market and foreign markets
· To advise how to introduce an observation of industrial services in Ukrainian PPI
The views and observations stated in this report are those of the experts and do not necessarily correspond to the views of EU, SSSU or Insee.

2. Assessment and results 

The assessment and the discussions were carried out in accordance with the three objectives already mentioned:

2.1. Current methodology and information base for Ukrainian PPI 

2.2.  Toward a separate observation of domestic and foreign markets

2.3. Toward the introduction of industrial services 

2.1.
Current methodology and information base for Ukrainian PPI
The methodology for Ukrainian PPI is very similar to most eastern European countries:

· the sampling is based on Prodcom survey, with the selection of most “representative” (important in value) Prodcom items, then of most representative enterprises within the Prodcom items, and at last finer specifications on the product to report monthly within the Prodcom item, provided by the enterprise itself (but not guided for fine specifications on the kind of market, customer, commercial conditions);

· the price of the product to report is this of the 20th day of the month (in other countries it is rather the 15th, but ideally it should be an average price, consitent with the turnover);

· any change of the price is to comment in a specific column (without pre-filled kinds of answers for the reasons of price change);

· the currency unit in which the price has been fixed between the two economic actors is not precised, and the prices are always reported in national currency;

· the absence of transaction (hence, of relevant price) can only be reported in the “comments” area;

· PPI are never revised;

· the weights of the products to report are asked every year, during a specific month (indeed September).

Two peculiarities are to comment:

· contrarily to most eastern European countries, the unique “market” surveyed is the total markets, not the domestic market alone;

· field surveyors visit the enterprises in order to help them to define the finer specifications of the product to report monthly.

Also, non-response does not seem to exist, which does not lead to a sophisticated program of imputation.

Ukrainian PPI are used by industrial statistics in order to obtain IPI by deflation.

The use of PPI for contract escalation seems limited to the aggregated levels (total industry...), where the distinction between “output prices” and “input prices” is less apparent.

The information base is therefore provided by the Prodcom survey, where there is no mention of the country of destination of the products. The Prodcom survey was converted into NACE rev.2 for year of observation 2012.

The customs statistics are not used for the moment. They constitute an obvious source for the distinction between domestic market and foreign markets, but there is no reconciliation between Prodcom and customs statistics at enterprise level, and certainly multiple conflicts of classification for the products.

Another possible source of information is the “industry survey”, where the turnover of the enterprise is broken down between domestic and foreign markets (the same information is provided by tax data in France). But it is not broken down between products sold, and it is the reason why we cannot expect much help from this source, except for mono-active enterprises (hence, the code of product should be unique and common) and industrial services (we cannot expect much from customs statistics, therefore this btreakdown of turnover by markets is the only possible source)..

I think that the use of (representative) Prodcom items for sampling before the selection of enterprises is influenced by the practice of industrial production index (IPI), especially for the calculation of IPI by deflation, but is not statistically founded: it is of course theoretically better to deflate at detailed level and then to aggregate, but the fact that the choice of Prodcom items makes a selection, and not a partition, makes the implicit hypothesis that the Prodcom items not covered have volume developments similar to the Prodcom items covered, and it is not economically neither statistically established. It is the reason why the French PPI team choose a partition into groups of CPA 6 digits.

Par 15.104 of SNA 2008: As explained in section B, price information is easier to collect and aggregate than volume information because all prices are expressed in a common unit whereas volumes come in a multitude of units. Further, price relatives for a representative sample of goods and services can be used as typical for all goods and services in the same group in a way that volume measures would not be representative. More importantly, the volume changes associated with new and disappearing products can be properly reflected when current values are deflated by price indices as described in section B.

Also, this proeminence of the Prodcom list in the sampling has disturbed an earlier introduction of industrial services (or an extension to “pure” services). But the on-going increase of industrial services inside the Prodcom list should attenuate this obstacle.

2.2.
Toward a separate observation of domestic and foreign markets

The requirements of the European Short Term Statistics regulation (n° 1165/98) for industry (annex A) and prices are not limited to output prices on total markets, domestic market and foreign markets, but also include import price indices.

On another hand, national accounts are not only interested by output prices on foreign markets, but more broadly by export price indices, which include exportations made by distributive traders.

At last, customs statistics make a detailed picture of exports, but limited to goods, and with a specific convention of valuation (fob).

These three requirements for “exports prices” are not consistent. My recommendations have focussed on the STS regulation (“exported production”), but include a technique with supplementary indicators (and weights) in order to satisfy national accounts, and quite conveniently customs statistics.

In order to break down the current list of price series, two options were explored:

· use the September survey on weights with three columns instead of one (“total markets”, as usual, “of which domestic market”, “of which foreign markets”, supplementary columns). The price series with two different non null weights would have led to a visit to enterprises by field surveyors, in order to define more precise specifications in each case, so as to obtain a price series by indicator (domestic market, foreign markets). The September survey of 2015 would have no longer asked a weight for “total markets”, but in each case either for “domestic market”, either for “foreign markets”. Nevertheless, it seemed impossible to my counterparts to launch a “new survey” for this year without having presented it last year to the competent commission;

· determine “likely” weights for each indicator and each product, according to the algorithm explained in my first PowerPoint presentation, and launch same visits of field surveyors to enterprises, in order to define more precise specifications. In some cases, the field surveyors could improve the “likely” weights into “true” weights, but “likely” weights would be enough for this year. As in the first option, the September 2015 survey would ask the “true” weights for “domestic market” or for “foreign markets” respectively.

The shape of the September survey advocates for two dedicated pages (one for domestic market, one for foreign markets), like in the Macedonian questionnaires.

The second technique finally adopted relies on a matching of Procom and customs database at indivual level of enterprise x kind of product produced/exported. It is sure that the fine algorithm (automatic recodification of product exported when non consistent with Prodcom) will need several iterations. Hence, it would be worth to begin this work very soon.

2.3.
Toward the introduction of industrial services

The notion of industrial services has emerged with the introduction of new ISIC rev.4 (NACE rev.2), together with the new treatment of outsourcing according to UNSD in 2007, and new manual of national accounts SNA in 2008, around the central concept of “transfer of ownership”, which discriminates goods and services (at last in industry). Division 33 was in particular created. Goods sent abroad for processing must be treated as an exchange of services, no longer as two flows of goods.

Industrial services are of course to be incorporated in PPI, the European manual on PPI of 2012 has no ambiguity (5 years ago, half European countries were eliminating them with a reflex originating from Prodcom, under the fallacious argument of “double-accounting”).

Industrial services are to be sampled and measured with the techniques for pure services. Anyway, “pure services” are also to incorporate in (S-)PPI according to the STS regulation, annex D, and it is the most dynamic statistical domain in the “STS package 2017” with the emergence of S-PPI BtoAll.

3. Conclusions and recommendations

The recommendations are either for short term (full application in 2015), either for long term (within the next 4-5 years, for full application in 2017 or 2018 as in the STS-package).

3.1.
Current methodology and information base for Ukrainian PPI
Short term:

· add a list of pre-filled answers for reasons of price change. Same presentation as in Macedonian questionnaires, but the list of the French - Canadian questionnaire should be preferred;

· guide the enterprises to mark an “X” in the column “price of month m” (or m-1) in case of absence of transaction, as in the Macedonian questionnaires (inspired by French experts);

Long term:

· modify the sampling: quite exhaustive by CPA4, by enterprises first, then by Prodcom item (or by CPA6), build aggregation trees with a logic of “partition”;

· collect an average price of the month, at least for first best. It would necessarily modify a lot the current calendar of calculations and release (postponed by 10 days);

· organize a consultation of stakeholders for the use of Ukrainian PPI by enterprises (should SSSU develop certain fine products in order to escalate contracts, or certain combinations products x markets, introduce a variant with or without taxes on products of kind D214, authorize some revisions, or only make some reclaim, develop some guidance on its website).

3.2.
Toward a separate observation of domestic and foreign markets
Short term:

· ask the external trade team for an extract of customs statistics database, make the direct matching without any preliminary cleaning of the database, observe the proportion of “exported production” within the production and compare it with the results of the “industry survey” (by enterprise) in order to determine if it is plausible;

· improve the matching between the two databases by preliminary cleaning techniques, iterate, achieve at the beginning of October at latest;

· decide the shape of the new questionnaires: two pages (domestic market, foreign markets) or only one with mention of the market?

· give instructions to field surveyors for their next campaign of visits for fine specifications.

Long term:

· introduce new indicators and sets of weights in order to calculate and disseminate also true “export prices”, especially at aggregated levels (difference of structure), which is the true requirement of national accounts;

· introduce import prices.

3.3.
Toward the introduction of industrial services
Short term:

· the PPI team should read the OECD-Eurostat manual “developing SPPI”;

· the French expert should send a “dossier technique” of a CPA4 product within division 33, without figures or mentions contradictory with the statistical confidentiality, and this “dossier technique” will be translated into Ukrainian;

· in groups 33.1 and 33.2 and class 18.12 at least, extend the current sampling frame to Prodcom items of “industrial services”;

· teach the field surveyors in September or October 2014 on the recommended types of prices for (industrial) services.

Long term:

· introduce the other “industrial services” for the campaign of 4th quarter 2015;

· introduce progressively “pure services” (CPA4 by CPA4), required by European STS regulation (annex D);

· attend the Voorburg Group as soon as 5 or 6 CPA4 products have been measured by SPPI, and disseminated.

It is clear that so many modifications for the campaign of specifications 2014 during the 4th quarter needs a special seminar of training in September or October 2014. It could coïncide with my next mission.

Annex 1. Terms of Reference
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European Union Twinning Project 
Support to Development Process in the State Statistics Service of Ukraine with the Objective to Enhance its Capacity and Production

Twinning No.: UA/13/ENP/ST/38

Terms of Reference

for a short-term mission to the State Statistics Service of Ukraine

Component 4: Producer price index

Activity 4.1: Assessment mission

Assessment of the current methodology and information base for improving the statistical observation over changes in PPI and compilation of price index 

General information 

Statistics Denmark is, in partnership with INSEE France, Statistics Lithuania, Statistics Finland, Statistics Sweden, Central Statistical Bureau of Latvia, Central Statistical Office of Poland, Italian National Institute of Statistics (ISTAT) and Statistical Office of Spain (INE) leading the EU-Twinning project on “Support to Development Process in the State Statistics Service of Ukraine with the Objective to Enhance its Capacity and Production” in Ukraine. The beneficiary is the State Statistics Service of Ukraine.

To carry out the intentions of European integration the Strategy of State Statistics Development of Ukraine aims at improving the statistical system in order to fully meet the information needs of society for high-quality statistical information as well as for further harmonization of indicators with international standards. One of the measures to implement this task is to improve the methodology of compiling the industrial PPI, in particular, to introduce calculations of price indices for domestic and non-domestic markets, as well as compilations of industrial services PPI in accordance with the EU requirements. 

At present the compilations of industrial PPI in Ukraine are based on the state observations over changes in producer prices for products, which do not include industrial services, and are not differentiated on products meant for sale on domestic or non-domestic markets, and is based on a single sample of enterprises and goods.

There is a need to compile the industrial PPI for products sold on domestic and non-domestic markets and industry in whole, as well as compilations of industrial services PPI.

Purpose of the mission

Mission’s priority purpose is to: 

To get acquainted with:

· the current methodological approaches to design of the statistical observations over changes in industrial producer prices;

· available sources of data required for statistical observations over changes in industrial producer prices;

· the choice of acceptable to the SSSU methodology used for designing the statistical observation over changes in producer prices for industrial services and products both for export and sales on domestic market, taking into account national peculiarities.

Expected results

The EU expert presents the analysis of the existing informational base for compiling industrial PPI, methods to produce weighting structure, selection of industrial products and enterprises.

The EU expert provides recommendations on the use of existing data sources to produce the total and sample population of enterprises, goods and weights structure to compile PPI for products meant for export or sales in domestic market, industrial services. 

The EU expert provides consultations on the principles and methods of the compilation of industrial PPI for sales on both domestic and non-domestic markets and in whole in industry as well as on industrial services PPI. 

Activities

Approximate schedule of the mission:

17- 19/03/2014 Twinning
20-21/03/2014 activities in the framework of the bilateral cooperation agreement with the SSSU and INSEE 

The tasks to be performed by the SSSU in order to facilitate the mission 

Beneficiary Institution:

Will be represented by the heads of divisions and specialists who are directly involved and in charge of organization, implementation and improvement of the statistical survey methodology regarding changes in industrial PPI. 

Consultant and partner 

This mission will be carried out in partnership with

Mr Alain Gallais (INSEE - France)

Beneficiary: 

	O. Kalabucha
	–
	Director, Price Statistics Department, SSSU

	I. Shkurska
	–
	Deputy Director, Price Statistics Department, SSSU 

	K.Istratenko 
	–
	Head of the Department of Industrial producer price statistics, SSSU

	N. Burdynyuk 
	–
	Chief economist of the Department of Industrial producer price, SSSU


Scheduling

The Mission will take place on March 17-21, 2014 in Ukraine. 

Report

The final report on the mission should be submitted no later than two weeks after the completion of the mission.

Annex 2. Persons met

SSSU:

	O. Kalabucha
	–
	Director, Price Statistics Department, SSSU

	I. Shkurska
	–
	Deputy Director, Price Statistics Department, SSSU 

	K.Istratenko 
	–
	Head of the Department of Industrial producer price statistics, SSSU

	N. Burdynyuk 
	–
	Chief economist of the Department of Industrial producer price, SSSU


RTA Team:

Irina Bernstein , RTA
Annex 3. list of documents transmitted

PowerPoint presentations:

· “indices de prix production marché domestique ou exportée pour Ukraine.ppt” in French, translated into Ukrainian by Michel GORNOVSKYI;

· “Présentation OPISE aux Kazakhs.ppt” in French, previously translated into Russian by another interpreter, to translate into Ukrainian;

· “Entretien-réparation-installation pour Ukraine.ppt” in French, to translate into Ukrainian;

· “manufacturing services.ppt” in English, to translate into Ukrainian;

· “Autres travaux d'impression pour Ukraine.ppt” in French, to translate into Ukrainian.

Word documents:

· “SR du 33.doc” and “SR du 18.12.doc” in French, to translate into Ukrainian (and to introduce in PowerPoint presentations);

· “Manufacturing_services_VG_FR.doc” in English, to translate into Ukrainian;

· “Manufacturing services.docx” in English, to translate into Ukrainian;

· “repair_and_installation_France.doc” in English, to translate into Ukrainian;

· (upcoming) “dossier technique de la branche 33.xx.doc” in French, to translate into Ukrainian.

Acrobat Reader or Excel documents (Macedonian questionnaires):

· “C.41doma_2013_A.pdf” (domestic market) in English;

· “C.41izvoz_2013_A_form_2013-06-10 .xls” (foreign markets) in English;

· “C.41uvoz_2013_A_form_2013-06-10.xls” (import prices) in English.

Annex 4. Dates and content of next missions and the study visit
Study-visit: 4 days of 4 Ukrainian experts + 1 interpreter within week of 16th to 20th of June 2014. 1 day in Caen with (industrial) PPI managers. The morning will perhaps be devoted to a normal bimestrial meeting between Paris and Caen teams. Another 1/2 day could be occupied by a visit to an enterprise or to a professional union with a French field surveyor. 1/2 day on quality reports. Remaining time on calculation of weights, selective editing, dissemination...

Next mission: 3 days of mission + 1 day on site for preparation or redaction of the mission report. Main topic: quality report. Secondary topics: assessment of the sampling and weightings domestic market vs. foreign markets, training of field surveyors.
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