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List of Abbreviations

ToR

Terms of Reference

SSSU 

State Statistics Service of Ukraine 

Executive summary

The breakdown of the industrial PPI between domestic market and foreign markets on one hand, and the assessment of draft quality reports / ESS metadata on industrial PPI and construction costs indices on the other hand were the two main topics of this mission. On these two points, SSSU is very close to an end (it will be facilitated by next mission of Mr Gérard VITTEK on construction prices and costs indices).

Industrial services and non industrial services were also discussed. On those two points, SSSU is closer to the beginning. The development of "true" SPPI relying on quarterly surveys on all kinds of activities, similarly to (monthly) industrial PPI, has not yet been selected by SSSU as a short / medium term priority, in spite of recent Eurostat requirements in "STS package for 2017".
1. General comments

This mission report was prepared within the Twinning Project n° UA/13/ENP/ST/38. It was the ,final mission (and the fourth activity, including a study-visit in France in June 2014) devoted to the Component 4 (Producer Price Indices) of the project. 
The concrete objectives of the mission were:

· To assess the methodology developed for breaking down industrial PPI between domestic and foreign markets
· To assess the draft quality reports / ESS metadata on industrial PPI and construction costs indices respectively
· To present to regional units the concepts and methodologies to use for the observation of industrial services PPI
· To assess the current methodology of calculation for some SPPI (post services for enterprises, pipeline cargo transportation)
2. Assessments, presentations and discussions 

2.1.
Methodology developed for breaking down industrial PPI between domestic and foreign markets
This topic has already been discussed in previous missions, and during the study-visit of June 2014. Collection of data from enterprises raised no difficulty.
First results were available at the time of this mission, and were judged "convenient", as the price development of "all markets" PPI (calculated directly) was always situated between the price developments of "domestic market" and "foreign markets" respectively (calculated apart, in a second step).

Nevertheless, the consistency was not perfect, as one could have expected in some cases a value more proportioned to the respective weights of domestic and foreign markets, but the elementary weights were not made additive, which prevented this consistency in aggregation.

The French expert recommended then to make the weights additive, first at Prodcom level, then at elementary level, by "top-down" logic, and at more aggregated level, by "bottom up" logic from Prodcom level.
At Prodcom level, the weight of "production sold to foreign markets" should be estimated as the minimum between the exportations amount provided by the customs and the production amount provided by the structural survey multiplied by the rate of exportation (for a more aggregated level). This calculation is to be done once a year. In France, it is also done once a year, but at microeconomic level (enterprise x CPA 4 digits).
This consistency in aggregation provided by additive weights is important for "short term" indices. Alas, the chain-linking formulas do not ensure it for "long term" indices in coming years.

2.2.
Draft quality reports / ESS metadata on industrial PPI and construction costs indices
As previous missions and the study-visit stated, there is no real "quality report" in Eurostat framework for PPI. But ESS metadata are very close to this aim, and such reports should satisfy both national and international stakeholders.
The draft ESS metadata on Ukrainian industrial PPI were very close to what Eurostat expects. The main remark was that they enumerated a lot of Ukrainian laws, regulations or approved documents: they should be accessible by a direct click on hyperlinks everywhere in the document, which should take place on SSSU website.
The draft ESS metadata on Ukrainian construction costs indices was less close, as some concepts were to clarify. First of all, what SSSU produces is construction costs indices, not construction prices indices, even if the "margin" is estimated, time to time (but not monthly, and even in this case prices would only be modeled from costs). The same remarks as for industrial PPI were addressed. Next draft will certainly be very close from Eurostat expectations.
In most cases, the reading of the "vade-mecum" (on STS National Reference Metadata) should have been enough to clarify what is to be declared where. The Ukrainian team has it, but it has not been translated from English to Ukrainian (and by the way, it is quite long).
2.3.
Presentation of industrial services PPI to regional units
As noted in previous missions, the notion of industrial services has emerged quite recently, 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 on national accounts SNA 2008, focusing on the concept of “transfer of ownership”, which discriminates goods and services.
Division 33 was created at this time. Goods sent abroad for processing must be treated as an exchange of services, no longer as two flows of goods.
Prodcom is not adapted for this observation, especially because of its concept of "fabrication" rather than "production" (with transfer of ownership), except if the survey is modified as in the French case with "EAP" questionnaire.
The French presentation, translated into Russian by Michel GORNOVSKYI, was not limited to the exposition of concepts, but enumerated French typical price series labels, for activity classes 13.30, 18.12, 33.11, 33.12, 33.13, 33.14, 33.15, 33.16, 33.17 and 33.20.
More globally, main advice is to contact professional unions, in each activity, in order to get the right enterprises for the sampling, the right contacts, and some ideas for typical price series labels.
2.4.
Current methodology of calculation for some SPPI
A presentation was also made on non industrial services PPI, with the great extension and the new approach included in the "STS package for 2017" (BtoB, BtoC, BtoE, BtoAll...). Also, some French typical price series labels were provided, for some activity classes.
Current Ukrainian SPPI are currently limited to public tariffs, offered by (monopolistic) public enterprises. Hence, they do not follow exactly the same process as industrial PPI, outside the pace (monthly for industry, quarterly for services).

The only remark about Ukrainian SPPI is that the aggregation formula, presented as a Laspeyres index, is wrong: in fact it is a Lowe index, and it would not resist a "bouncing of Szulc" (a price is multiplied by 2, then by 0.5, and so on: does the aggregated index recover its initial value?).
3. Conclusions and recommendations

3.1.
Methodology developed for breaking down industrial PPI between domestic and foreign markets
=> Make the domestic and foreign market weights additive, from Prodcom level, with formula for "production for foreign markets" as a minimum between exportations and production (multiplied by rate of exportation) data.
3.2.
Draft quality reports / ESS metadata on industrial PPI and construction costs indices
=> Include as many documents as possible in hyperlinks.

=> Read carefully the "vade-mecum" in each case where the French expert made a remark.

3.3.
Presentation of industrial services PPI to regional units
=> See professional unions, for each concerned activity.

=> Try to adapt French typical price series labels, for each activity.

3.4.
Current methodology of calculation for some SPPI
=> Modify aggregation formula (imitate the industrial PPI formula).
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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

April 20-22, 2015 (2,5 days)

Component 4: Producer price index

Activity 4.4: Working mission

General information 

Statistics Denmark in partnership with INSEE France, Statistics Lithuania, Statistics Finland, Central Statistical Bureau of Latvia, is 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 the European integration plan 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 compilation of industrial PPI, in particular, to introduce calculations of price indices (for industrial goods and services) for domestic and foreign markets, and compilation of quality reports.

Starting from 2015 industrial PPI in Ukraine will measure the average change in price of industrial goods and services designated both for the domestic and foreign markets. To carry out these calculations it is planned to elaborate relevant software, develop methodological tools and weight structure. At present there is a problem related to preparing weight structure for products (CPA), as the data on the volume of sales of industrial production is collected without differentiating differentiation on internal and foreign markets. There is also a need in preparatory work for compilation of the quality report for state observation over changes in producer prices. 

Purpose of the mission

Mission’s priority purpose is to discuss: 

· the new draft of methodological toolkit for monitoring changes in industrial producer prices;

· industrial services in terms of their comparability, coverage and pricing methods; 

· presentation of  industrial services pricing methods to regional statistical offices;

· draft reports on quality of statistical observations over changes in producer prices;

· presentation of the methodology of calculations of price indices for post and communication services for enterprises, institutions, organizations, pipeline cargo transportation. 

Expected results

The EU experts will advise SSSU on pricing methods, comparison, and imputation of industrial services;

SSSU experts will get recommendations on final preparation of quality reports;

The experts will do the assessment of the current methodology of calculation of price indices for post and communication services for enterprises, institutions, organizations, pipeline cargo transportation.

Activities

Approximate schedule of the mission:

April 20-22, 2015 (2,5 days)

Consultant and partner 

This mission will be carried out by 

Mr A.Gallais (INSEE - France)
SSSU

Ms O. Kalabucha, Director, Price Statistics Department, SSSU

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

Ms K.Istratenko, Head of the Unit for Industrial producer prices, SSSU

Ms O.Bilotska, Chief economist, Price Statistics Department, SSSU
Ms G.Danylenko, Chief economist, Price Statistics Department, SSSU
Ms N.Lysenko, Head of Unit for construction, transport, communications and housing prices, SSSU;
Ms L.Rudenko, Chief economist, Price Statistics Department, SSSU
Ms V. Isayuk, Chief economist, Price Statistics Department, SSSU
Ms A.Levchenko, Head of Unit for price comparisons, SSSU 

Ms N. Al-Hamidi, Chief economist, Price Statistics Department, SSSU
Scheduling

The Mission will take place on April 20-22, 2015 (2,5 days) 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:

Ms O. Kalabucha, Director, Price Statistics Department, SSSU

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

Ms K. Istratenko, Head of the Unit for Industrial producer prices, SSSU

Ms O. Bilotska, Chief economist, Price Statistics Department, SSSU
Ms G. Danylenko, Chief economist, Price Statistics Department, SSSU
Ms N. Lysenko, Head of Unit for construction, transport, communications and housing prices, SSSU;
Ms L. Rudenko, Chief economist, Price Statistics Department, SSSU
Ms V. Isayuk, Chief economist, Price Statistics Department, SSSU
Ms A. Levchenko, Head of Unit for price comparisons, SSSU 

Ms N. Al-Hamidi, Chief economist, Price Statistics Department, SSSU
RTA Team:

Ms I. Bernstein, RTA
Annex 3. list of documents transmitted

PowerPoint presentations:

· “indices de prix de production dans les services industriels.ppt” in French, translated into Russian by Michel GORNOVSKYI;

· “indices de prix de production dans les services.ppt” in French, translated into Russian by Michel GORNOVSKYI.
Acrobat Reader document:

· (French) “construction costs indices metadata for Eurostat.pdf” in English.

(transmitted on the week after the mission)
Annex 4. dates and content of next missions or study-visits

Next mission: 3 days of mission for Gérard VITTEK, in last week of May 2015. Main topics: presentation of French practices on construction costs and prices indices, and assessment of new draft ESS metadata on Ukrainian construction costs indices.
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