GHANA HOUSEHOLD CONSUMPTION AND EXPENDITURE SURVEY

Survey structure and sample design: consultant's recommendations

Chris Scott, World Bank consultant. October 1989

1. BACKGROUND

The Ghana Living Standards Survey (GLSS) is a multisubject household
survey carried out by the Ghana Statistical Service (GSS) in the context
of the World Bank's Social Dimensions of Adjustment (SDA) programme. The
survey began in September 1987 and the 2nd year's operations were completed
in September 1989.The survey design closely followed the SDA intensive
survey design recommended at that periadhich was itself largely based on
the World Bank's Living Standards Measurement Survey project.

It was agreed between the GSS and the World Bank late in 1988 that the
3rd year of the project should depastibstantially from the first 2 years
by giving much fuller attention to household expenditure and consumption
with some reduction in the other objectives and employing a larger, and more
widespread, sample. In certain respects this was Intended as a return to an
earlier survey plan developed with the assistance of ECA and UN advisers
under the African Household Survey Programme. A joint ECA - World Bank
mission visited Ghana in July-August 1989 at which time a project proposal
was drawn up for the forthcoming Consumption and Expenditure Survey. (It may
be noted, however, that if this survey were to be fitted into the GLSS
programme without a break in the timing of the programme, such a proposal
Would have to have been completed very early in 1989.)

The present consultant was asked to work with the GSS to prepare a
detailed technical plan in line with the funding proposal in October 1989.
This report is the result. While the consultant takes responsibility for
the report's reccomendations it should be stressed that they have been
prepared in close collaboration with the relevant workers at the GLSS; much
of the key work in this report is theirs as well as several of the proposed
solutions to methodological problems,

Section 2 of this report describes the proposed survey structure, that is,
the way in which the interviewers' visits are distributed in space and in time
among the sample households. Section 3 gives the proposed sample design and
Section 4 the operational timetable,

2. SURVEY STRUCTURE

The basic constraints are those enumerated in the project document.
However, some of these are more flexible than others. We have assumed that
the over-riding constraint is the use of no more than 10 vehicles for use by
the survey field teams. Within this framework the document proposes the use
of ten 7-person teams constituted thus:

1 supervisor

3 interviewers

1 anthropometrist

1 driver

1 data entry operator



It i3 nlso asgumed in the documont that 10 interviecws will be carried ocut
writh eneh howichold, sprecd over 1 month., Tho resulting total sample size
is 4320 houscholds, The present report suggests some modifications to these
pararceters but without cxeceding the total budget or the limit of 10 cars,

\
The folloring objectives arc cited in the project docunent for the survey:

1) To pro¥ide information on pattemsof houschold consumption and
cxpenditure nat a greater level of disasgregation than is currently
possible,

2) To serve as a basis for the construction of the conswier price index,
3) For updating the national accounts,

4) In combination with the GLSS, to give a data dasc for natlonnl and
rocional planning and for the estimation of consumption as a proportion
of houschold production,

Objoctlvo (2 ) Lgrdly soeons rclovant here: the fzrst 2 ycars of the GLSS arc
fully adcquate for this purpose. (sco Appendix i o)

Translating these requiremonts into operationnl terms, it appears that
the over-riding objective is to obtain high quality data on houschold
censumption and expenditwre with a largor and more widesprcad sample than
that of the GLSS., Consumption here rcfers to thoe monetary valuc of hore-
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13t 2 ycars) i3 concernod the quality of these data suffers from a number of
linitations, The present design attempts to overcome these by various nethods
nov to be discusscd.

2,1 The reeall problenm

The GLSS reccnll period for consumption and cxpenditure on most items is
2 wecks., A special oxrhrlmcntql study carricd out in Ghana* appcars to indicate
a wcﬂory losas averacing over 20k for such data, at least for frcquontly
purchasced items, Zven a 3-day reccall period apncars to yicld ncarly 15% under-
rerorting, while a 2-day period yields about 5% wnder-reporting, (Thesc figures
arc rclative to the 1-day reecall period as a standnrd; of course it is possible
that the siandord is itself subjeet to mis-reporting. 5 These findings present a
problenm for the survey designer., To arrange intervicws cvery day with cach
houschol1 appears cxcessively expensive (although this has been done in many -
indced most - African "urvoy“). However there is some hope that the prodlem
can be overcome through the use of &ho account-book, or diary, method: hrero
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passes by fron tirme to time to cheek that the diary is being used and to transfer
the data into 2 questionnnire, Obwiously this rcquires the presence of a
literate person in the hcuschold, The mothod has been widely used in African
urban surveys, often using the scrvices of a school child in the houscheld,

Wle thereforc propose as a compromisc solution:

Rural scector. Intervicuer's visits at 2-day intervals

Urban scetor. Dinry method, Intervicwer's visits at 3-day intervals,

2.2 Referonce period problem

The reference period for cach houschold is the total period to which the
consuaption/cxpendisure reporting relates, If there is only one interview, the
reference period iz cqual to the reeall period, otherwise the reference period
ig generally the sum of the recall periods for cach housechold,

* Scott, C, & Kmenuvegbe, B. (1989), "Effcet of recall duration on reporting
of houscheld expenditurcs: an experimental study in Ghana", PForthecoming.
World Bank, SDA Speccinl Studics scries.



~In tho wbun scetor a high proportion of housoholdsrccoive n monthly wage
or aanlary. Pay-day may have a strong cffeet on expenditures and some cffect
on consunption, If the reference period is less than 1 month, it will bo a
nmatter of chance whether pay-day falls in the reference period, If it doos,
the houschold will appear richer than it really is; if it does not, it will
appenr poorar than it is. Z2ither way such houscholds will tend to be mis-
clagsificd us to their level of living., Thus, in the urban scector we nced a
1-nmcnth reference period, 1

In the rural scctor monthly wages arc rarc, Here the periocdiecity is more
oftten weekly, due to the weekly marlket,

In the light of those roquirements we recommend the following:

Rural scctor. 8 intervicwer visits at 2-day intervals.,

Urban scctor. 11 1ntorvinwor vieits at 3—daj intervals supported by diary of
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2.3 Obtaining complete time coverage

For high quality data, the survey nceds to cover practically the whole year.
This precsents a problem in relation to ficld workers' leave, If the teom works
every day of the month, how do they get their weck-cnds off? If they work ovory
month of the yenr, how do they get their annual leave? These arce two scparate
problens, We suggest the following solutions:

Within tho menth., The team has 2 regular interviewers and 1 supplementary .
intervicier, The regular schedule of visits by cach of the rezular interviewers
is taken over by the supplenonmtary intervicwer for 2 days in tre 16 days (rural)
or for 6 days in tho 33 days \urbﬁn). On these days the regular intervicwer
takes a rest-day, cquivalent to a week-cnd,

7ithin the year. The year is divided into 11 cyecleos of 33 days. 11 teams are
roermiited. Fach team dvorks for 10 eycles and takes 1 eyele off as leave., Each
toan takes a different cycle a3 leave so that there are 10 teans at wori at all
tires,

The use of a cyclic period different from 1 month has the advantage of
staggering the position of pay-day, or market day, from cycle to cycle, thus
avoiding interactions with possible bias cycles, such as start-up dbias, rccall
bias, fatigue, ctc,

2.4 Intcggicwcr workloads

The repeat visits to cach houschold during the month make it possible to
sproad the houschold's total intervicwing workloed over a number of interviews,
thus roducing the length of cach interview, Obviously this doos not apply to
the moin consumption/cxpcnditurc qucstionnaires for frequent items: ‘these nust
have short rceall periods and long reference perieds, and so will nced to be
ropoated at cvery visit., The remaining questionnaires can be spread over nmany
interviews, cach being used only once in cach houschold., The questionnaire on
less frequont expenlitures, in particular, will be used at the last visit, with
& rocnll period cgunl to the rofeorence period - 15 days in the rural scetor
and 3C in the urban,

Ve assume that cach interviecwer can do 5 interviews per day, vwhether urban
or rural, Thus a workload for the 16 days ina rural cluster is 10 houscholds,
thile a woriclond for the 33 days in an urban clucster is 15 houscholds. Tho rural
worklond divides into 2 batehes of 5 houscholds, Batch 1 is intervicwed on days
3, 5y T 9, 11, 13, 15 while batch 2 is interviewed on days 2, 4, 6, 8, 10,
114, 16. (Thece day musbers are not actual calendar dates, since tho cyeclie

1.
neriod of 33 days will lcad to worikloads in diffcrent clusters starting on



different dates,) Tho supplementary intorvicwer will take over the work on

days 7, 8, 15 and 16 (or on diffcrent days if morc convenicnt, at tho discreotion
of the supervisor). By having the supplcmontary interviewer take over days

15 an2 16, in pariicular, we give tho regular interviewor time to move to
anotler cluster for the noxt workload, Turning to tho urban workload of 15
houscholds, tiic divides into 3 batchos of § hguachold§, which aro intorvicowed

thus: - .
Batch 1, Dayzs 1, 4y 7y eee 25, 28, 31
Batch 2, Days 2, 5, 8, «ee 26, 29, 32
Butch‘é. Days 3, 65 9y eee 27, 30, 33

Here the supplenmentary interviewer might take over days 7, 8, 9 and 31, 32, 33, -
Again, the arrangements can be flexible at the discretion of the supervisor but
the inclusion of the last 3 days is designed to give the regular intervicwor
timc to move +to another cluster.

2.5 Sprecad of the interviewors among clusters, and total sample size

A prelinminary leook at the sample size rcsulting from the above leads to
the following:

Rural, 10 houscholds x 22 cycles x 2 interviewers per rural tean

3

Urban, +oam
Jrban can,

»

15 houscholds x 11 cyeles x 2 interviewors per urbar
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Allewing 7 rural end 3 urban teams at work in each cyele this leads to a
. total sanmplo of: '

1I0x22x2xT7
I5x11x2x3

3080 rural houscholds
990 urban houscholds
4070

If the 2 interviewers of onc tecan werc to work in the same cluster this would
lend to 154 rural and 33 urban clusters, with g "take" of 20 houscholds in cach
rural cluster and 30 in cach urban cluster, These figurces arce unsatisfactorys
the toles within clusters arc inefficiently high and the total number of urban
clusters is nuch too small for analytic purposes. As a first modificotion we
sugcest hoving cach intervicwer work in o scparate cluster,* This will halve
the above cluster-takes and double the number of clusters, Hovever the mumbor
of urban clusters, novw 66, is still uncomfortably small and we therefore suggest
onc morc nodification: in the urban scctor 3 regular intervicwers will be used
in cach tcan instend of 2, This lecads to the following sample size:

Rural. 3080 houscholds in 308 clusters

Urban, 1485 houscholds in 99 clusters

v ———— —————

4565 407

The orginizational irmplications of these deceisions should not be overlooked,
In the rmwral scclor one supervisor will have to look after 2 regular intervicwers
who will (usually) be sited in two different loeations, Morcover the supplemon-
tary intervicuer will have to work in both loentions., Sinee the number of rural
clusters is rore then tuwiee as high as in the GLSS, the c¢lusters will be rathor
closer together tlan in past years. We do not believe that an additional
sanpling stase ic needed to bring them gtill closer. However, greater care may
be necded in rorking oubl the teams! itinerarics to ensurc that two workloads
alleceated to the sorie tean are alimys as closc together as possible within the

* Az will be explained in Scetion 3, owing to the speeial sampling method used
there will be oceasionnl cases of two workloads in onc cluster, VYhere this
happers, twe interviewers will still be working together in the same cluster,
For simplicity we ignore this exceptional casc in the prosent discussion,



selocted sample, In particular, where two workloads fall in the sare clustor
they should nlvayn bo paired together and nlloented to the anmo team cn tho
sane dntes. In the urban scetor there will be 3 intervicwers per teanm,
Itincrarics should be arranged so that as far as poszible the team members
oper~te in the same towm at any given moment, cr at most in 2 nearby towms,

To 2llow for the ndditional tcam momber in each urban team within tho
planned budget, and in linc with the agrcod principle of simplifying that
prrt of the survey not ewmecerned with ccnsunption/cxpenditure, we suggest that
the anthroponetry module be dropped altogether for this gurvey, thus reducing
all tcams by 1 person,

2,6 Longitudinal samplo

In nan expenditure survey in which cach houschold is coverced for one month
and the sannle as a whole is spread cvenly over the year, we can cstimate mean
annual exponditure per houscheld from the sum of the mean monthly expenditures,
Unfortunately this sinple procedure doos not work if the objeetive is to
estimate the spread of anmual expenditure among houscholds. Tho standard
deviztion of houzeholds' annual cxpenditure is net 12 times the stnandard
devintion of thoir ronthly expenditure, even if the latter is the same in all
nonths, The corrcet multiplior will be less than 12 and depends on the
corrclation betucen Aifferont months for the same houscholds,®* The resuired
estinnte derenis on Mmowing the average valuc of this correlation and this in
turn requires a2 lonzitudinal clement in the data colleection,

I% is rccommended in the project document that information on the lewel of
corrclation be obtained by training locnlly recruited nersons in a strictly
lirited task: that of recording daily exponditures over a cyele (16 days rural
or 35 days wurban) for 3 sanple households. The work will start irmediately
atter the departure of tle regulsr interviewing team and contirue until the end
of 4un2 year., The cample will rotate cach cycle, using always 3 houscholds from
the initial srmple in the cluster considered., In the project document it is
assuned that this proceduwre will be applied in cvery sample cluster, However,
with the inercase in the number of plenncd clusters this now appears an
cxcessively large sample which it would be difficult to control, Thus it is
nov rroposed to lindt this study to the sanmple relating to onc interviewer only
in ecacl: team.

An cxample may nake this clearer. Supposc one of the teams is vorking on
the 14th rural (16-day) cyecle in an arca, Onc of the resular intervicwers of
the teanr has been designated to train a local person by bringsing him along to
observe his cxpenditure interviews, ‘Thon the team leaves the arca at the end
of %20.cycle, inc locnl intorviewer begins work, using a speeially rrepared
hooklet in which all the relevant datos and respondents have been entered in
advance. TFor the following eycle (the 15th cvele) he males daily visits to
houselolds 1, 2 and 3 of the sample of 10 used by the regular interviewer
who tranincd him, In the 16th cycle he switches to houscholds 4, 5 and 6,
an? in the 17th cyele te heuscholds 7, 8 and 9., In the 18th cycle he returns
to muwmbers 1, 2 and 3, and so en until the cnd of the last eycle (cyele 22).
Yete that houschold 10 is not used, In the urban scctor all of the 15 houscholds
aon bo us2d beecause 15 is divisible by 3.

The only purposc of-this excrcise iz to obtain scme fairly rough estimates

of the correlation betwcen months for the same houschold., A substantial
dron-out rate must be anticipated but should not seriously bias the cstimates,

2.7 Data editing and feoddback

In the GLSS, intervicrerc made twe vinits to cach houschold at an interwml
of 2 weel:s, In the intervoning poriod the data fron the first interview were

* For dotnils sce Scott, C. (1989), "Estimating the distributiem of households®-
annual expenditure from cross-sectional monthly datal. World Bank, ~SDR’ -
nnninl Stndies. ) T



trrniferred to the data entry operator who entored thom using an cdit progran.
Errors found were listed and the interviewer had time to pick up the list
before returning for the second visit to the houschold, where he carried out
ary neccessary chocks resulting from the computer cdit, This facility for
ficld corrcoetion was thus availeble only for that part of the questionnaire
uscd in the first visit, which incidentally did not include the consunptiom/
expcnditure rodules, ' :

In the consumption/cxpondituro survey it would bec possible to check in the
sane way on the results of the first few scctions of the questionnaire in time
for the intervicwer to have the list of crrors in hand before his last visit
to the houschold, One disadvantage is that the houschold roster (Scction 1)
would hawve to be copicd out, sinec it is nceded both for the data entry program
and by the interviewer worlzing on the last fow scctions,

Any arrangenents of this kind should be worked out later when the contonts

of tho different scevions of the questionnaire hove been settled, e therefore
abstain from any rccoumnmendations on the matter in this report,

3 SAIPLE DESIGH

Tho guiding principlo of the samplo design proposcd below is to continue
with the rmethodology of the first 2 ycars of the GLSS with minimnl nmodification.
This methodolosy iz nlrendy familiar to the staff working on GLSS and has been
deseribed in some detail in an carlior paper.* It will bo briefly summarized
hereo.

A master coenple of 300 EAs was seclected using stratified systomntic sampling
with probability proportional to the number of census houscholds., Eight
replicntes of 100 ZAs cach were conatituted by systematic alloeation on the basis
of the order used in the initial EA sample selection,

Replicates 1 and 5 vwerc used in the 1st year amd replicates 1 and 6 in the
2nd year, Thus there remain 5 replicates (2, 3, 4, 7 ard 8) which have not yet
been intervicwed, making 500 2As. Repliecate 2 has alrecady been houschold-listod
(in July-August 1989) in anticipation of the 3rd year.

The desimm uwsed in the first 2 ycars was devised to provide a sclf-weighting
hougehold sarple together with fixed interviewer workloads, The EAs in the newly
selected replicnies were houschold-listed shortly before the survey., The numbers
of houscholds listed were wsed, in conjunétion with the numbers found in the
consus, to allocate 20C workloads of oxactly 16 houscholds among the 200 sclocted
UAs in such a way o8 to yicld a self-weighting houschold sanple, This led to
son2 TAS gotting no werkloads ond some getting 2, or in onc case 3,

In aitempting to apply this methed to the present survey two problenms arise,

First, the required number of EAs is 407 (sce Scetion 2.5). If we deeido
to ovoid ZAs used before, the number of ZAs available is 500, So, clearly, we
have to draw on all of the 5 available replicates. This sitvation suggests that
we may best ignere altosothor the cxisting division into replicates and simply
seices the ZA sanmple direetly with cgqual probability from among tho available 500.
On thc other hand it scems desirable to take advantage of the listing work
alroady done (Replicate 2, in July-Auvgust 1989), Thus ve proposc scleciing the
whole of Replicate 2 and a further 307 from ameng the 400 EAs of replientes

* Scoti, C. & Ancnuvegbe, B, (1936). "Chana Living Standards Survoy:
Recomzended sanple design," Vorking Paper, Ghana Statistical Service, Accra,



3 4, 7 ond 8,*

Sccond, the use of different sampling paramotors in the urban and rural
scctors, deseribed in Scctions 2,2, 2,3 and 2.4, combined with the noed to
avoid splitting any toam betwoen the rural and urban procedures, leads to a
8light anomaly which requires adjustment. We have alrcady scen in Section 2.5
that the decision to use 7 tcams in the rural and 3 in the urban leads to a
sanple breakdorm of 3080 rural and 1485 urban houscholds - respectively 67.5%
and 32,57, By good fortwe thesc figures agrec quite closely with the
porcentago rural/urban in the whole population, Our best estinate of +the
latter, in terms of houschold numbers, is 65% and 355, If these two wero
the same we could usc a single overall sampling fraction throushout, implying
golf-veighting, and be sure of attaining the abeve distridbution. The agrecment
i3 5o close thnt we propose to make an ad hoc adjustment based on the following
roasoning.

The first sct of porcentages (67.5 v. 32.5) relates to the mode of field
organication vhich is different for the "rural" and "urban" sectors. The
sazond set (65 v. 35) relates to the consus classification. However, there is
no roason why the critorion for organizing ficld work nceds to be the same as
the criterimn 2dopted for consus reporting. We propose thercfore to reclassify
2455 of the - macter sample TAs from "urban" %o "rural™ for the purpose of
fi2ld orsanination, i.c. to make visits at 2-day intervals over a 16 day perioed
in these arcas instead of 3-day intervals over a 33-day poriod, Obviocusly ve
cre free to roorganizo tir ficld work in such a manner without any implicntions
for zamnling or substantive analysis,

For tihc murposc of this adjustrment we have reclassificd 13 EAs from urban to
rural before subselection for the consumption expenditure survey,., The ZAs
reclnssificd nre those fron the srallest tovms in the master samploe.

Aftor this adjustment we have the feollowing paramcters:

No, of EAs in master sanple replicates No. of EAs to
Replicate 2 Replicates 3,4,7,8 be sclected

"Rural” . 67 269 308
"Urban" 33 131 99

Tre next cicp was to scleet the A subsample from the master scmple, using

the nunbers in the right hand colum and taking all of Replicate 2 and tho

»cauired romafinder from the other replicatos pooled., Sclection was made by
systenatie sampling within the master sample with equal probability in each
scetor, :

The reomainine steps of sampling are exactly as in previous years (sco
cott = Amcnuvesbe 1986, op. cit.) cxcopt that tho paramcters are different,
fior houschold listing in these IAs, 407 workloads will be allocated anong
the 407 DAz, ucing the same method 2s in previous ycars, This will lcad to
n nurber of casez (perhaps about 50) vhere thore is no vorkload in the EA and
A similar nu-ber where there nrce 2 workloads or possibly 3, .

S
A
s

Note that, in scleetinz houscholds for cach workload, an allowance should
be nade for a short list of replacements, Bach rural workload will be sclectod
-rith 15 houscholds and cneh urban workload with 20, these figures including 5
spares in cach case. The sparcs should bo identificd in the list of 15 (or 20)
by systemntic subsanpling at intervals 3 (or 4) from a random sitart., The
spares should be typed uvp on a geparate sheei, which should be made awvailable
to the supervisor but not tho interviewers in cach tean,

* Tha 1istins in Roplicate 2 will be older by 8 or 9 months than in the other
4 replicntes, Ve preferred to save listing costs and time by making full use
‘of Replicate 2 novertheless, despite the small additienal bias, Sce Appendix 2
for duta on list twrnover,



4, TIMETABLE OF OPZRATIONS

In drawing up the survey timetablo onc feature still remains to bo
detormined at the time of writing: the SDA Unit at the Yorld Pank has
requested %lie Ghana Sintisticnl Service to underiaie, under contract to
the Werld Banlk, a yllot test of the new SDA questionnaire proposod for the
"P-iority Survey" e refer to this below as the "PS Pretest". This work
would involve 12 intcrvicucrs working in 6 teans with 5 cars (2 tcoms in
Acera would chare ome car), for 4 wocks including 1 weck of training.

Thc simnlest uway of fitting this pretest into the programme of
activitica for the preparatory phases of the Ghana Houschold Comsumption
ard Bxronditure Survey would be to carry out the PS Pretest in January 1990

boforo any sigmifiennt ficld activitices have begun. However this would lead
to a 4-week delay in the sizrt of the Cons unp tion/Expenditure survey, which
would po into thoe field on 28 May 1990. X sccond option, which scenms just
~~nasceable, would be to squeecze the PS Pretest into the period when the
finnl aueaticnnnires are being printed for tho Consumptlon/~"pcnd1turo SUXvey.
In this ovtion the listing opcratxon for the main survey owverlaps in the
field with the PS Pretest, This would represent a tight sguceze from three
different angles: tine, rercomnel and cars,but is theorctically possidble if
nothing goos wrong., In this option field work starts on 30 April 1990,

The timctables for both optiens are preosented overleaf, They have been
werked out only up to the start of the main field work,

The choice between these two options appears to bo a matter for ncogotiztion
betireen tiie Chona Statistical Service and the World Bank,



TIFETABLE OF OPERATICHS UP TO START OF FIELD YORK

Finalisc survey design and survey dosign
Completo rovision of quostionnaires
Printing of pilot quostiornaires

Rovise manunls

P.S. Pretest

Training for pilot (Cons/Exp Survey)
Fiecld work for pilot

Pinaliso questionnaires and manuals

Qestionnaires and nanuals to printer

End October 1989

Snd Novenber

1 - 31 Docomber

1 - 15 Docenmber

OPTION 1

8 Jan - 2 Feb 1990

5 - 16 Fodb
19 Fcb - 16 Mar
19 - 30 Xar

30 Maxr

Questionnaires and manuals rcceived from printer 4 lay

Training 8f ficld wvorkers
Send—off for field teanms

Start of ficld work

Sanpling and related netivities:
Sclecction of Eis
Listing of houscholds
Sclection of workloads

Sclection of houscholds

14 - 25 May
26 May

28 May

31 Oct 1589
27 Mar - 11 May
14 - 18 May

21 llay - 15 Junc

OPTION 2

5 - 31 Mar 1990
8 - 20 Jan

22 Jan - 16 Fob
19 Fcb - 2 Mar
2 Mar

6 April

16 - 27 Apr

28 Apr.

30 Apr

31 October 1989
19 Fob -~ 13 Apr
16 Apr -~ 20 Apr
23 Apr - 19 May
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APPTUDIX 1. Yole on weights fow a consumer price index

\
The provision of weirhis for a consumer price index is often

mentioned ac an cbjective of a houschold budget survey, and has indeecd
been cited rnong the objectives of the present survey. The regular
rublication of price indox numbers in the G3S Statisticeal News Letter
rrovides a convenient oprortunity for a simple analysis of the effect
on the index of crrors in the weighting., The data for the following
analysis conc Tren the Neuws Letter of 14 August 19890,

Scparate weights are cited for 9 catcgories of expenditure, They
arc as follouc:

Food 49,2
Beverages and tobacco £ 6.2
Clothing and footware 19,2
Gress rent, fuel end pover 6.8

FPuarnibure, furnishings, hthold cquipment & cperation 5.1

Fedicnl earc and health 1.8
Transport and communications 4.3
Recreation, cducation & culbural services 5.5
Miccellanccus goods and scrvices 1.9

1C0.0

To exanine the coffoct of crrors in the weights let us adont a scot
of veighis which are 2 _vrong as possible and sce what happens to

movemenss of the index,

The purposc of the weights is to differentinte the cffcets of
differcent categories. Les ws perversely make all 9 weights equal.
One nijght reasorably say that nothing could be more erronccus than
this,

Using sueh coual veights and comparing the combined index for
January 1202 with that fer January 1988, we obtain an increasc over
the ycar of:

256,0%, with the correct weighting
27.96% with the "worst possible" (equal) weighting.

Nest of thiz difference is due to the transport category, vhose novenment
3 mueh more irregular than the others, If we cxclude this category

bk e

25,3357 with the corrcct weightin

1

25.537% with'the worst poasible weighting.

ne difference practically vanishes., Yo obtain increnses over the year of



Could these resulis be duc*to special peculiarities of the year
1908/69? One wey of answering this would be to look at the movement
over the conplate neriod covercd by the index, namely the 12 yoars
from 7977 1> June 1989, VWith the correet weighting the average annual
increase worls cut at A8,%: with the worst rossible (oqual) weighting
it is 507, '

These rosulis grilkingly 11lustrate the conclusion that movoments
of the congsurer price index are very little influenced by the precise
ueights adepted, espeeinlly in times of high inflation., In particumlar
there ic no juztification for mounting on cxpensive large-scale survey
if tie solc »urpose is to estimate the consumer price index weights,

A very rough survey on a hundred or so houscholds will be fully
adecquate for tids purpose,

1
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