
Contents

5HICP Methodological Manual  

Foreword  ����������������������������������������������������������������������������������������������������������������������������������������������������������������������������� 3

Contents  ������������������������������������������������������������������������������������������������������������������������������������������������������������������������������ 5

1� Aim and history of the HICP  �����������������������������������������������������������������������������������������������������������������������������������  15

1.1 Introduction  .......................................................................................................................................................................  16

1.2 Aim of the HICP  ................................................................................................................................................................  16

1.3 The history of the HICP  ..................................................................................................................................................  16

1.4 The harmonisation process  ..........................................................................................................................................  18

1.5 Procedures ..........................................................................................................................................................................  20

2� HICP concepts  �����������������������������������������������������������������������������������������������������������������������������������������������������������  21

2.1 Introduction  .......................................................................................................................................................................  22

2.2 General concepts  .............................................................................................................................................................  22

2.2.1 The measurement target  ..........................................................................................................................................................  22

2.2.2 Comparability  ..................................................................................................................................................................................  23

2.3 Scope and coverage  .......................................................................................................................................................  23

2.3.1 Household final monetary consumption expenditure  .........................................................................................  23

2.3.2 The domestic concept  ...............................................................................................................................................................  27

2.3.3 Product coverage  ..........................................................................................................................................................................  27

2.3.4 Product coverage: special cases  ...........................................................................................................................................  29

2.4 Index type (see Chapter 8)  ...........................................................................................................................................  29

2.5 Price concept (see Chapter 5)  ......................................................................................................................................  30

2.6 Weights (see Chapter 3)  ................................................................................................................................................  30

2.7 Sampling and representativity (see Chapter 4)  ....................................................................................................  31

2.8 Frequency  ...........................................................................................................................................................................  31

2.9 Methodological changes and revisions (see Chapter 10)  .................................................................................  31

3� Weights in the HICP  �������������������������������������������������������������������������������������������������������������������������������������������������  33

3.1 Introduction  .......................................................................................................................................................................  34

3.2 Legal framework, definitions and terminology  ....................................................................................................  34

3.2.1 Legal framework  ............................................................................................................................................................................  34

3.2.2 Definitions and terminology  ..................................................................................................................................................  36

3.2.3 HICP weights: What the weights Regulation requires  ............................................................................................  36

3.3 The structure, data sources and reference period for HICP weights  .............................................................  37

3.3.1 Weighting structure: Two levels of weights  ..................................................................................................................  37

3.3.2 Weights by geographical breakdown  ..............................................................................................................................  39

3.3.3 Weights for outlet types  ............................................................................................................................................................  39

3.3.4 Weights within the elementary aggregate  ...................................................................................................................  39

Contents



Contents

6   HICP Methodological Manual

3.3.5 Data sources for the weights  .................................................................................................................................................  40

3.3.6 Combining data sources for estimating weights  ......................................................................................................  42

3.3.7 The weight reference period  ..................................................................................................................................................  42

3.4 Derivation of weights  .....................................................................................................................................................  42

3.4.1 Treatment of expenditure for categories that fall below the 0.1 % threshold  ........................................  42

3.4.2 Second-hand goods: the case of vehicles (cars)  ........................................................................................................  43

3.4.3 Newly significant goods and services  ..............................................................................................................................  45

3.4.4 Calculating the change in the sampling weights within an elementary aggregate  ..........................  46

3.5 Price-updating  ..................................................................................................................................................................  47

3.6 The treatment of volatile expenditure groups, errors in weights and adjusting weights to 
reflect the scope of the HICP  .......................................................................................................................................  48

3.6.1 Calculating the weight of highly volatile expenditure  ..........................................................................................  48

3.6.2 Errors in weights  .............................................................................................................................................................................  48

3.6.3 Example of calculation of a household budget survey weight adjustment to account 
for the expenditure coverage of the HICP  .....................................................................................................................  49

4� Sampling  ��������������������������������������������������������������������������������������������������������������������������������������������������������������������  51

4.1 Introduction  .......................................................................................................................................................................  52

4.2 Legal framework, definitions and terminology  ....................................................................................................  52

4.2.1 Legal framework  ............................................................................................................................................................................  52

4.2.2 Definitions and terminology  ..................................................................................................................................................  53

4.3 Sampling, resampling and replacements  ...............................................................................................................  55

4.3.1 Representativity and comparability  ...................................................................................................................................  55

4.3.2 Resampling and replacements  .............................................................................................................................................  55

4.3.3 Different sampling dimensions and their interrelations  .......................................................................................  56

4.4 Sampling stages  ...............................................................................................................................................................  57

4.4.1 Sampling of products  .................................................................................................................................................................  57

4.4.2 Sampling of locations  .................................................................................................................................................................  60

4.4.3 Sampling of outlets  ......................................................................................................................................................................  61

4.4.4 Sampling of product offers in outlets  ...............................................................................................................................  63

4.4.5 Product and outlet sample; central price collections  .............................................................................................  63

4.4.6 Sampling of points in time  ......................................................................................................................................................  65

Annex 4.1: Variance estimation and optimal allocation  ...................................................................................................  65

Annex 4.2: An example from Germany  ...................................................................................................................................  68

5� Price collection  ���������������������������������������������������������������������������������������������������������������������������������������������������������  69

5.1 Introduction  .......................................................................................................................................................................  70

5.2 Basic legal requirements  ...............................................................................................................................................  71

5.3 Principles  .............................................................................................................................................................................  72

5.3.1 Principle 1: The fixed basket  ....................................................................................................................................................  73

5.3.2 Principle 2: The definition of a price  ..................................................................................................................................  75

5.3.3 Principle 3: Discounts (price reductions)  ........................................................................................................................  76



Contents

7HICP Methodological Manual  

5.3.4 Principle 4: The timing of price collection and of entering purchase prices into the HICP  ............  79

5.3.5 Principle 5: Frequency and period of price collection periods: volatile prices ........................................  79

5.4 Product descriptions and product specifications  ................................................................................................  80

5.5 Price collection methods  ..............................................................................................................................................  81

5.5.1 Local and central price collection  .......................................................................................................................................  81

5.5.2 Internet price collection  ............................................................................................................................................................  82

5.6 Missing prices  ....................................................................................................................................................................  84

5.7 Closing outlets: outlet substitution and closing-down sales  ..........................................................................  85

5.8 Practical price collection procedures  .......................................................................................................................  86

5.8.1 Local price collection  ..................................................................................................................................................................  86

5.8.2 Central price collection  ..............................................................................................................................................................  86

5.9 Detecting pricing errors  ................................................................................................................................................  87

5.9.1 Checking and editing data in the field  ............................................................................................................................  87

5.9.2 Data checking and editing at head office  .....................................................................................................................  88

5.9.3 Rejection of price observations  ............................................................................................................................................  88

Annex 5: An overview of price collection  ...............................................................................................................................  90

6� Replacements and quality adjustments  ��������������������������������������������������������������������������������������������������������������  91

6.1 Introduction  .......................................................................................................................................................................  92

6.2 Legal requirements, definitions, concepts and supporting material  ............................................................  93

6.3 Principles  .............................................................................................................................................................................  95

6.3.1 Principle 1: Replacements should maintain representativity  .............................................................................  96

6.3.2 Principle 2: Replacements should be made timely  ..................................................................................................  96

6.3.3 Principle 3: Replacements of product offers should be selected so that they represent 
changes in product characteristics that occur in the market  ............................................................................  96

6.3.4 Principle 4: The consumer perspective is primary  ....................................................................................................  98

6.3.5 Principle 5: Fashion variation, in the sense of variations in prevailing style, is not 
a quality change  .............................................................................................................................................................................  99

6.3.6 Principle 6: Quality change from all relevant causes should be recognised  .......................................... 100

6.3.7 Principle 7: Conventions and specified recommendations apply for quality adjust-
ment in specific product areas  ........................................................................................................................................... 100

6.4 Techniques in quality adjustment  .................................................................................................................................... 101

6.4.1 General remarks  ........................................................................................................................................................................... 101

6.4.2 Criteria for quality adjustment methods ....................................................................................................................... 102

6.4.3 Quality control  ............................................................................................................................................................................... 102

6.4.4 Explicit and implicit quality adjustment methods  .................................................................................................. 103

6.4.5 Metadata for users  ...................................................................................................................................................................... 104

6.5 Overview and definitions of quality adjustment methods  ............................................................................ 105

6.5.1 Definitions of methods  ............................................................................................................................................................ 105

6.5.2 Applicability of methods  ........................................................................................................................................................ 106

6.6 The form of quality adjustment in elementary aggregate indices  .............................................................. 107



Contents

8   HICP Methodological Manual

6.7 Explanations and examples for explicit quality adjustment methods  ....................................................... 109

6.7.1 Direct price comparison  ......................................................................................................................................................... 109

6.7.2 Package size adjustment  ........................................................................................................................................................ 110

6.7.3 Option pricing  ............................................................................................................................................................................... 111

6.7.4 Supported judgmental quality adjustment  ................................................................................................................ 113

6.7.5 Hedonic regression for hedonic re-pricing  ................................................................................................................. 114

6.7.6 Hedonic regression methods in general  ...................................................................................................................... 118

6.7.7 Combined methods of quality adjustment (a mainly explicit method)  ................................................... 119

6.8 Explanations and examples of implicit quality adjustment methods  ........................................................ 120

6.8.1 Bridged overlap  ............................................................................................................................................................................ 120

6.8.2 Monthly chaining and replenishment  ........................................................................................................................... 123

6.8.3 Backcasting (base price imputation)  ............................................................................................................................... 124

6.8.4 Link-to-show-no-price-change (a C method)  ........................................................................................................... 124

7� The treatment of special cases  ����������������������������������������������������������������������������������������������������������������������������  127

7.1 Seasonal products  ......................................................................................................................................................... 128

7.1.2 Legal framework, definitions and terminology  ........................................................................................................ 129

7.1.3 The definition of in-season and out-of-season periods  ...................................................................................... 131

7.1.4 Scope of seasonal products  .................................................................................................................................................. 132

7.1.5 Compilation techniques for seasonal products  ....................................................................................................... 132

7.1.5.1 General approaches to computing price indices for seasonal products  .............................. 132

7.1.5.2 Strict annual weights index method: basic approach  ....................................................................... 133

7.1.5.3 Strict annual weights index method: counter-seasonal and all-seasonal estimation  ... 134

7.1.5.4 Class-confined seasonal weights index: methods for estimating weights  .......................... 135

7.1.5.5 Example of method for determining monthly weights in a class-confined 
seasonal weights index  ......................................................................................................................................... 136

7.1.5.6 Price-updating of weights  .................................................................................................................................. 137

7.1.6 Data sources used for estimation in a class-confined seasonal weights index  .................................... 138

7.1.7 The interpretation of monthly and annual inflation rates  ................................................................................. 138

7.2 Cross-border internet purchases  .............................................................................................................................. 139

7.2.1 Introduction  .................................................................................................................................................................................... 139

7.2.2 HICP Recommendation on the treatment of cross-border internet purchases  ................................... 140

7.2.3 Definitions and terminology  ................................................................................................................................................ 140

7.2.4 Explanatory text  ........................................................................................................................................................................... 141

7.2.4.1 Country of purchase of goods (Recommendation 1) ........................................................................ 142

7.2.4.2 Services of a tangible nature booked online (Recommendation 2)  ........................................ 142

7.2.4.3 Digital services (Recommendation 3)  .......................................................................................................... 143

7.2.4.4 Extra costs (Recommendation 4)  .................................................................................................................... 144

7.2.4.5 Other distance purchases (Recommendation 5) .................................................................................. 145

7.2.5 Weights and sampling  ............................................................................................................................................................. 145

7.3 Service charges proportional to transaction values  ......................................................................................... 146

7.3.1 Introduction  .................................................................................................................................................................................... 146

7.3.2 Legal framework  .......................................................................................................................................................................... 147

7.3.3 Definitions  ........................................................................................................................................................................................ 147



Contents

9HICP Methodological Manual  

7.3.4 Methodological guidance  ..................................................................................................................................................... 147

Annex 7.3: Modelling charges proportional to transaction values  ............................................................................. 150

7.4 Tariffs  .................................................................................................................................................................................. 151

7.4.1 Introduction  .................................................................................................................................................................................... 151

7.4.2 Legal framework  .......................................................................................................................................................................... 152

7.4.3 Definitions  ........................................................................................................................................................................................ 153

7.4.4 Methods of treating tariff prices in the HICP  .............................................................................................................. 153

7.4.4.1 General procedure  ................................................................................................................................................... 153

7.4.4.2 Types of tariff  ............................................................................................................................................................... 154

7.4.4.3 Price measurement methods  ........................................................................................................................... 155

7.4.4.4 Classification issues  ................................................................................................................................................. 158

7.4.4.5 Data sources for weights  ..................................................................................................................................... 158

7.4.4.6 Quality adjustment  .................................................................................................................................................. 158

7.4.4.7 New service providers and new products  ................................................................................................ 159

7.4.4.8 Examples of changes in the specification of tariffs  ............................................................................. 159

7.5 Zero prices  ........................................................................................................................................................................ 160

7.5.1 Introduction  .................................................................................................................................................................................... 160

7.5.2 Legal framework  .......................................................................................................................................................................... 161

7.5.3 Typology of cases  ........................................................................................................................................................................ 161

7.5.4 Methods for treating products previously provided free  ................................................................................... 162

7.5.5 Prices falling to zero  ................................................................................................................................................................... 163

7.6 Bundles  .............................................................................................................................................................................. 164

7.6.1 Introduction  .................................................................................................................................................................................... 164

7.6.2 Legal framework and HICP Recommendations  ....................................................................................................... 164

7.6.3 Definitions  ........................................................................................................................................................................................ 165

7.6.4 Examples of pure and mixed bundles  ............................................................................................................................ 165

7.6.5 Methods for treating bundles in the HICP  ................................................................................................................... 166

7.6.6 Changes in bundle composition  ....................................................................................................................................... 167

8� Index calculation  ����������������������������������������������������������������������������������������������������������������������������������������������������  169

8.1 Introduction  ..................................................................................................................................................................... 170

8.2 Higher-level indices  ...................................................................................................................................................... 170

8.2.1 Legal obligations  ......................................................................................................................................................................... 170

8.2.2 The HICP concept ........................................................................................................................................................................ 171

8.2.3 Deriving the weights  ................................................................................................................................................................. 172

8.2.4 Consistency in aggregation  .................................................................................................................................................. 173

8.2.5 Higher-level compilation  ........................................................................................................................................................ 173

8.3 Indices for elementary aggregates  .......................................................................................................................... 173

8.3.1 Legal obligations  ......................................................................................................................................................................... 173

8.3.2 Index theory and practice  ...................................................................................................................................................... 174

8.3.3 Compilation issues  ..................................................................................................................................................................... 176

8.4 Annual chain-linking  .................................................................................................................................................... 177



Contents

10   HICP Methodological Manual

8.4.1 December as the linking month  ........................................................................................................................................ 177

8.4.2 Loss of consistency in aggregation  .................................................................................................................................. 178

8.4.3 Aggregation of chain-linked sub-indices  ..................................................................................................................... 178

8.4.4 Re-referencing  ............................................................................................................................................................................... 179

8.5 Rates of change  .............................................................................................................................................................. 180

8.5.1 Monthly rate  ................................................................................................................................................................................... 180

8.5.2 Annual rate  ...................................................................................................................................................................................... 180

8.5.3 Contributions to the annual rate  ....................................................................................................................................... 182

8.5.4 Annual average rate  ................................................................................................................................................................... 183

Annex 8: Numerical example  .................................................................................................................................................... 184

9� HICP-constant tax rates and HICP-administered prices   ���������������������������������������������������������������������������������  187

9.1 Introduction  ..................................................................................................................................................................... 188

9.2 HICP at constant tax rates  ........................................................................................................................................... 188

9.2.1 Legal obligations, definitions and concepts ............................................................................................................... 188

9.2.2 Idea, use and interpretation  .................................................................................................................................................. 189

9.2.3 Taxes in scope  ................................................................................................................................................................................ 192

9.2.4 Calculation and index formulas  .......................................................................................................................................... 193

9.2.5 Examples of different types of tax  ..................................................................................................................................... 196

9.2.6 Geographical coverage, special aggregates  ............................................................................................................... 200

9.3 HICP-administered prices  ........................................................................................................................................... 200

9.3.1 Legal obligations, definitions and concepts ............................................................................................................... 200

9.3.2 Definitions — fully and mainly administered prices  ............................................................................................. 201

9.3.3 Supplementary explanations and conventions ()  ................................................................................................... 202

9.3.4 Geographical coverage, special aggregates  ............................................................................................................... 203

9.3.5 Index calculation  .......................................................................................................................................................................... 203

10� Revisions and handling of methodological changes  ��������������������������������������������������������������������������������������  205

10.1 Introduction  ..................................................................................................................................................................... 206

10.2 Legal provisions .............................................................................................................................................................. 206

10.3 Definitions  ........................................................................................................................................................................ 207

10.4 Treatment of revisions  ................................................................................................................................................. 207

10.4.1 Reasons for revisions  ................................................................................................................................................................. 207

10.4.2 Revisions for which Eurostat’s approval is not required  ...................................................................................... 208

10.4.3 Revisions for which Eurostat’s approval is required  ............................................................................................... 209

10.4.4 Weights revisions  ......................................................................................................................................................................... 210

10.5 Practical issues  ................................................................................................................................................................ 211

10.5.1 How to make revisions  ............................................................................................................................................................. 211

10.5.2 Impact calculations in the event of methodological changes (Articles 6 and 7)  ................................ 211

10.5.3 Timing of revisions (Articles 2, 4, 5 and 9)  .................................................................................................................... 212

10.5.4 Measures to be taken to avoid further mistakes  ...................................................................................................... 212

10.5.5 Procedure for publishing a revision  ................................................................................................................................. 213



Contents

11HICP Methodological Manual  

11� Data requirements and processes at Eurostat  ��������������������������������������������������������������������������������������������������  215

11.1 Introduction  ..................................................................................................................................................................... 216

11.2 Legal obligations ............................................................................................................................................................ 216

11.3 Input data for the HICP  ................................................................................................................................................ 217

11.3.1 Transmission of indices  ............................................................................................................................................................ 219

11.3.2 Transmission of ECOICOP category weights  .............................................................................................................. 219

11.3.3 Country weights  .......................................................................................................................................................................... 219

11.3.4 Administered prices (HICP-AP)  ............................................................................................................................................ 220

11.3.5 Transmission deadlines and publication calendar  ................................................................................................. 220

11.3.6 Data validation  .............................................................................................................................................................................. 221

11.4 Index calculation at Eurostat  ..................................................................................................................................... 221

11.4.1 European aggregates  ................................................................................................................................................................ 223

11.4.2 Special aggregates  ..................................................................................................................................................................... 223

11.4.3 HICP flash estimate  ..................................................................................................................................................................... 224

11.4.4 ECOICOP category weights  ................................................................................................................................................... 225

11.4.5 Calculation of country weights  .......................................................................................................................................... 225

11.4.6 Derived statistics  .......................................................................................................................................................................... 226

11.5 Publication of HICP data and metadata  ................................................................................................................ 227

11.5.1 Dissemination database  .......................................................................................................................................................... 227

11.5.2 HICP news releases  ..................................................................................................................................................................... 229

11.5.3 HICP metadata and other documents  ........................................................................................................................... 229

Annex 11.1: Special aggregates definitions  ........................................................................................................................ 230

Annex 11.2: Compositions of European aggregates  ........................................................................................................ 232

Annex 11.3: Country codes ........................................................................................................................................................ 233

12� The treatment of selected product groups  �������������������������������������������������������������������������������������������������������  235

12.1 Health, education and social protection services  .............................................................................................. 236

12.1.1 Introduction  .................................................................................................................................................................................... 236

12.1.2 Legal requirements of the HICP  ......................................................................................................................................... 237

12.1.3 Definitions and concepts  ....................................................................................................................................................... 238

12.1.4 Classification and coverage  .................................................................................................................................................. 239

12.1.4.1 Classification  ................................................................................................................................................................ 239

12.1.4.2 Coverage  ........................................................................................................................................................................ 241

12.1.5 Prices  ................................................................................................................................................................................................... 242

12.1.5.1 Purchaser prices  ........................................................................................................................................................ 242

12.1.5.2 Changes in rules, income-dependent prices and index-linked prices  ................................... 243

12.1.5.3 Quality change  ........................................................................................................................................................... 247

12.1.5.4 Zero to positive prices and tariffs  ................................................................................................................... 248

Annex 12.1.1: The case of healthcare reforms in the Netherlands  .............................................................................. 248

Annex 12.1.2: The effect of reimbursements relating to social protection on purchaser prices in 
the HICP — an example, Germany  .......................................................................................................................... 250



Contents

12   HICP Methodological Manual

12.2 Insurance services  ......................................................................................................................................................... 251

12.2.1 Introduction  .................................................................................................................................................................................... 251

12.2.2 Legal requirements and definitions  ................................................................................................................................. 251

12.2.3 Classification of insurance services  .................................................................................................................................. 253

12.2.4 Insurance weights  ....................................................................................................................................................................... 254

12.2.5 Insurance prices  ........................................................................................................................................................................... 256

12.2.5.1 Gross premiums  ........................................................................................................................................................ 256

12.2.5.2 Sampling of insurance policies  ........................................................................................................................ 257

12.2.5.3 Quality adjustment of insurance prices  ...................................................................................................... 257

12.2.5.4 Bundled insurance products  ............................................................................................................................. 259

12.2.6 Data sources for weights  ........................................................................................................................................................ 260

12.3 Purchase of motor vehicles  ........................................................................................................................................ 260

12.3.1 Introduction  .................................................................................................................................................................................... 260

12.3.2 Legal requirements for the HICP  ........................................................................................................................................ 261

12.3.3 Definitions and concepts  ....................................................................................................................................................... 261

12.3.4 Recommendations  ..................................................................................................................................................................... 262

12.3.5 Explanatory text, new cars  ..................................................................................................................................................... 263

12.3.5.1 Stratification (Recommendation 1)  ............................................................................................................... 263

12.3.5.2 Target sample (Recommendation 2)  ............................................................................................................ 264

12.3.5.3 Price collection (Recommendation 3)  ......................................................................................................... 265

12.3.5.4 Product replacement (Recommendation 4)  ........................................................................................... 265

12.3.5.5 Quality adjustment (Recommendation 5)  ................................................................................................ 266

12.3.5.6 Annual resampling (Recommendation 6)  ................................................................................................ 268

12.3.5.7 Leasing (Recommendation 7)  .......................................................................................................................... 269

12.3.6 Explanatory text, second-hand cars ................................................................................................................................. 269

12.3.6.1 Stratification (Recommendation 1)  ............................................................................................................... 270

12.3.6.2 Target sample (Recommendation 2)  ............................................................................................................ 271

12.3.6.3 Price collection (Recommendation 3)  ......................................................................................................... 271

12.3.6.4 Product replacement (Recommendation 4)  ........................................................................................... 272

12.3.6.5 Quality adjustment (Recommendation 5)  ................................................................................................ 272

12.3.6.6 Annual resampling (Recommendation 6)  ................................................................................................ 275

12.4 Actual rentals ................................................................................................................................................................... 275

12.4.1 Introduction  .................................................................................................................................................................................... 275

12.4.2 Recommendations  ..................................................................................................................................................................... 275

12.4.3 Definitions and concepts  ....................................................................................................................................................... 276

12.4.4 Legal requirements for the HICP  ........................................................................................................................................ 277

12.4.5 Explanatory text  ........................................................................................................................................................................... 278

12.4.5.1 Stratification (Recommendation 1)  ............................................................................................................... 278

12.4.5.2 Consumption segments (Recommendation 2)  .................................................................................... 279

12.4.5.3 Sampling (Recommendation 3)  ...................................................................................................................... 279

12.4.5.4 Replacements (Recommendation 4)  ........................................................................................................... 282

12.4.5.5 Quality adjustment (Recommendation 5)  ................................................................................................ 282

12.4.5.6 Secondary residences (Recommendation 6)  .......................................................................................... 284



Contents

13HICP Methodological Manual  

12.5 Flights and package holidays  .................................................................................................................................... 284

12.5.1 Introduction  .................................................................................................................................................................................... 284

12.5.2 Recommendations  ..................................................................................................................................................................... 285

12.5.3 Definitions  ........................................................................................................................................................................................ 286

12.5.4 Explanatory text  ........................................................................................................................................................................... 286

12.5.4.1 Coverage (Recommendation 1)  ...................................................................................................................... 286

12.5.4.2 Price collection (Recommendation 2)  ......................................................................................................... 288

12.5.4.3 Definition of prices (Recommendation 3)  ................................................................................................ 293

12.5.5 Practical implementation  ....................................................................................................................................................... 294

12.5.5.1 Data sources  ................................................................................................................................................................ 294

12.5.5.2 Sampling  ........................................................................................................................................................................ 295

12.5.5.3 Quality adjustment  .................................................................................................................................................. 296

12.5.5.4 Seasonal availability of flights and package holidays  ........................................................................ 296

12.6 Telecommunication services  ..................................................................................................................................... 298

12.6.1 Introduction  .................................................................................................................................................................................... 298

12.6.2 Recommendations  ..................................................................................................................................................................... 298

12.6.3 Telecommunication services and the HICP legal framework  .......................................................................... 300

12.6.4 Definitions  ........................................................................................................................................................................................ 300

12.6.5 Index compilation methods (Recommendation 5)  ............................................................................................... 301

12.6.6 Explanatory text  ........................................................................................................................................................................... 307

12.6.6.1 Coverage (Recommendation 1)  ...................................................................................................................... 307

12.6.6.2 Weights and data sources (Recommendation 2)  ................................................................................. 307

12.6.6.3 Sampling (Recommendation 3)  ...................................................................................................................... 309

12.6.6.4 Replacing tariffs and resampling (Recommendation 4)  .................................................................. 309

12.6.6.5 The treatment of bundles and classification issues (Recommendation 6)  .......................... 311

12.6.6.6 The treatment of discounts (Recommendation 7)  .............................................................................. 312

12.6.6.7 Quality changes (Recommendation 8)  ....................................................................................................... 313

Annex 12.6: Mobile telecommunications: the use of migration rates, an illustrative example  ........................ 314

12.7 Clothing and footwear  ................................................................................................................................................. 317

12.7.1 Introduction  .................................................................................................................................................................................... 317

12.7.2 Legal requirements  .................................................................................................................................................................... 317

12.7.3 Definitions  ........................................................................................................................................................................................ 317

12.7.4 HICP standards for clothing and footwear  .................................................................................................................. 318

12.7.4.1 Article 1, Aim  ............................................................................................................................................................... 318

12.7.4.2 Article 2, Definitions and Article 3 Classification [of quality adjustment] methods ........ 318

12.7.4.3 Article 4, HICP standards for clothing and footwear  .......................................................................... 318

12.7.5 Seasonality in clothing and footwear  ............................................................................................................................. 323

12.8 Financial services  ........................................................................................................................................................... 324

12.8.1 Introduction  .................................................................................................................................................................................... 324

12.8.2 Legal requirements for the HICP  ........................................................................................................................................ 325

12.8.3 Principles  ........................................................................................................................................................................................... 326

12.8.3.1 Principle 1: Country of recording of credit and debit card fees, etc.  ........................................ 326

12.8.3.2 Principle 2: Annual resampling  ........................................................................................................................ 327



Contents

14   HICP Methodological Manual

12.8.3.3 Principle 3: Weights  ................................................................................................................................................. 327

12.8.3.4 Principle 4: Exclusion of Financial Intermediation Services Indirectly 
Measured (FISIM) and interest and interest-like charges  ................................................................. 327

12.8.4 Coverage of financial services  ............................................................................................................................................. 328

12.8.5 Prices of financial services — flat fees  ............................................................................................................................ 328

12.8.6 Prices of financial services — charges proportional to the transaction value  ...................................... 329

12.8.7 Sampling  ........................................................................................................................................................................................... 332

12.8.8 Data sources for weights  ........................................................................................................................................................ 334

12.9 Electronic goods  ............................................................................................................................................................ 336

12.9.1 Introduction  .................................................................................................................................................................................... 336

12.9.2 Legal requirements  .................................................................................................................................................................... 336

12.9.3 Sampling  ........................................................................................................................................................................................... 336

12.9.4 Newly significant goods  .......................................................................................................................................................... 338

12.9.5 Recommended quality adjustment methods  ........................................................................................................... 339

12.9.5.1 The inter-relationship with replacement sampling  ............................................................................ 339

12.9.5.2 Quality adjustment methods — overview  ............................................................................................... 339

12.9.5.3 Hedonic regression  ................................................................................................................................................. 340

12.9.5.4 Bridged overlap  ......................................................................................................................................................... 342

12.9.5.5 Evaluation of quality adjustment methods  .............................................................................................. 342

Annex 12.9: ECOICOP categories consisting of goods of a predominantly electronic character  .................... 343

Annex I: European classification of individual consumption according to purpose – ECOICOP  ..................... 344




