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Given that prices for goods and services both for production and consumption purposes are growing in all the sectors of the Russian economy, the problem of measuring this growth is solved in the statistical practice in a complex manner. Under such circumstances, the State Statistics Service of Russia has been working on building a price index system in all the sectors of the economy for the last several years (from the moment of price liberalization in January 1992). 

One of the main principles applied in building the price index system that would reflect the inflation processes in the economy sectors is development of single methodological approaches to record prices and calculate price indices. These methodological approaches have been formulated as follows:
- Observation of prices based on a selective totality of basic companies, 
- Development of a basket of representative goods (services) taking into account the maximum convergence of nomenclature items (development of a cross-cutting nomenclature for all sectors of economy), 
- Single time parameters for recording prices for goods and services (at the end of the reporting month), 
- Common principles for the creation of scales and their annual review,
- A single formula for the entire system of price indices. 
Common approaches to the calculation of the price index system allow for maximum accuracy in comparing price dynamics in all the sectors of economy. 
Nowadays, the State Statistics Service of Russia applies the following system of price indices:
- Consumer price indices for goods and services,

- Indices of producer prices for manufactured goods,

- Indices of prices for certain types of fuel and energy resources procured by industrial organizations,

- Indices of prices in constructions,

- Indices of prices for the production manufactured by agricultural companies,

- Indices of tariffs for cargo transport,

- Indices of tariffs for communication services for legal entities,

- Indices of prices on the housing market.

Taking into consideration that the international practice treats the consumer price index as an inflation-related index, it is necessary to pay more attention to the methodology of its formation. It is worth mentioning that, according to its key parameters, the methodology for forming other price indices in the Russian Federation is identical to the one for forming the consumer price index, as mentioned above.  
The methodology for calculation of the consumer price index is permanently improved, which is largely explained by the significant slowdown of inflation processes and, thus, increased requirements for the accuracy of calculation. 
In the conditions of the federal structure of Russia, modification of prices (tariffs) is observed both at national level throughout the Russian Federation and at the level of its constituent territories (republics, regions, oblasts, autonomous areas – 89 territories overall).

The information on prices is collected in all the capitals of the republics (making up the Russian Federation), regions, oblasts, autonomous areas and selectively in district centers based on their representativeness in reflecting the socioeconomic and geographical situation of regions and the extent, to which the consumer market is saturated with goods and services – 350 cities/towns overall.

Calculation of the consumer price index (CPI) is made based on the information received from two sources:
- Data on price modification, collected by monthly recording of prices and tariffs on the consumer market;
- Data on the structure of the population’s actual consumer expenses for the previous year calculated based on indicators of a selective household budget survey. 
Observation of prices for goods and chargeable services on the consumer market and calculation of the consumer price index include the following stages:
- Selection of basic companies in trade and services;

- Selection of representative goods and services;

- Recording of prices and tariffs;

- Development of the scales structure to calculate the consumer price index;
- Calculation of consumer price indices;

- Calculation of average prices (tariffs) for goods and services;

- Establishment and modification of the cost of the minimum set of foodstuffs; 
- Establishment of the cost of a fixed basket of goods and services for inter-regional comparisons of the population’s purchasing capacity;
- Calculation of the basic consumer price index.

For the purpose of price recording, large, medium and small enterprises in trade and service sectors located both in the center of cities/towns, as well as in the suburbs are selected from every city/town to ensure that companies with different conditions in trade (service delivery) are followed. 
Observation representatively covers commercial organizations and organizations in the service sector under all forms of ownership and legal organization (state, municipal, private, joint and community-based associations, organizations), urban food and merchandise markets. 
Prices are also recorded on cash and carry markets.
          An important particularity of the consumer basket for CPI calculation is the flexibility of its formation. 
The consumer basket, on the basis of which the CPI is calculated, is a single representative selection of groups of goods and services most frequently consumed by the population in all the regions of the Russian Federation. 
The basket includes mass-market consumer goods and services, as well as non-essential goods and services (cars, gold jewelry, car service, etc.). The selection of items is based on their relative importance for public consumption, their representative nature from the standpoint of reflecting the price dynamics for similar goods and their stable availability for sale.

Such a basket is formed at federal level and stays unchanged for quite a while (usually, at least for twelve months). 
At regional level, specialists give details to the general description of the groups of goods by representative goods with specific consumer properties that have a significant share on the particular consumer market and presumably will be on offer for a long time. 

Given uneven saturation of the consumer market with goods and services in cities and towns, the territorial statistical bodies have the right to draw up the list of goods and services for price recording based on the general list.

Territorial statistical bodies also have the right to extend the list of goods and services for price recording. In this case, the recorded information on prices for goods not included in the established compulsory list is not taken into account when the consumer price index is calculated at regional and federal level. 
This method allows maintaining representativeness of the district level in the calculation of price indices for the most important goods and services, as well as of the consolidated consumer price index for the region, and also significantly reducing the probability of distortion of this indicator because of multiple imputations of insufficient information given unstable offer of goods in towns. 

Under the conditions of continuous price growth, the monthly recording of prices for representative goods (services) is carried out at the end of the reporting month (day 21st-25th). Goods and services, the prices for which are not subject to sudden modifications, are recorded earlier, but not more than one-two days before the established term. This method of information collection at the end of the month allows assessing the general monthly price growth more accurately. 
Since the inflation rate is slowing down, the requirements for the quality of the collected information on prices are higher, which makes the rules for price recording, as well as the requirements for replacement of goods and commercial enterprises where prices for the observed list of goods are recorded stricter.  
The emerging issue is to include price indices on the housing market in the consumer price index in addition to the indices of prices and tariffs for payment of state and privatized dwellings. 
The CPI calculation takes place on a monthly, quarterly basis, as well as in the form of a progressive total for the period from the beginning of the year. Every month, the CPI is calculated for the previous month, for the corresponding month of the previous year, for December of the previous year, as a progressive total from the beginning of the year to the corresponding period of the previous year. 
The calculation of price indices per quarter, six months, period from the beginning of the year is made based on a “chain” method, i.e. by multiplying the monthly indices of consumer prices. 

One of the most important issues when forming the consumer price index is the record of the seasonal component by seasonal products. 
The observation of prices and tariffs on the consumer market shows that prices for certain goods and services, especially for certain types of fruit and vegetables are subject to considerable seasonal fluctuations in the course of the year. These fluctuations are usually cycle.

Nowadays, a series of seasonal correction methods are used when calculating the consumer price index in Russia. One of these methods is the replacement of goods. 

This method is used if prices for seasonal goods that are missing in certain periods of the year change proportionately to prices for analogical or equivalent goods of the corresponding group that are available at that particular moment. For example, prices for certain types of seasonal goods part of the clothing and footwear group are recorded only within the periods of mass sale of these goods. During non-seasonal periods of the year, the last price occurred within the mass sale period is applied (without changing it until the beginning of the following season). In some cases, this price is indexed taking into consideration changes of prices for analogical types of summer or winter items of clothing, or taking into account the pace of price growth for the corresponding group of goods in general. 

Besides the method of goods replacement, one of the currently used methods of seasonal correction is calculation of the weighted average price (e.g. for potatoes). In this case, the weighted average price for potatoes is calculated taking into account the gradually increasing share of young potatoes (during summer) and, accordingly, the decreasing share of potatoes harvested a year ago in the overall volume of sales of this product. In such case, calculation of the weighted average indicator starts taking into account the price for young potatoes only within the period of its mass sale. To some extent, this method ensures reconciliation of prices for young potatoes with prices for potatoes harvested a year ago. 

Within the period of high inflation rate that was aggravated by sharp rises of prices happening at different times, there was no possibility to identify tendencies and regularities of seasonal price fluctuations in the Russian Federation. 
Given that the first year that followed after the period of high inflation that accompanied the liberalization of prices in 1994, when prices went up by 3.2 times as compared to 26.1 and 9.4 in 1992-1993, respectively, experimental calculations showing the nature of price dynamics tendencies, as well as determining coefficients (indices) of seasonality were made within 1994-1996. Starting with 1997, the consumer price index is also calculated taking into account seasonal correction.

The monthly consumer price index taking into account seasonal correction is published once a year at the beginning of the year that follows the reporting year.


In the proposed seasonal correction method, price indices that level the influence of the seasonal factor are calculated for separate goods as the ratio of the price index for the reporting month to the seasonality coefficient for the corresponding month separately for every good. 
The seasonality coefficient for every reporting month of the current year is determined as the relation of the average monthly price index of the reference year for every good to monthly price indices of the same year. The average monthly index of prices for every good is calculated as the average geometric value of the 12th root from the average annual index of prices for the same good. 

The application of seasonality indices when calculating consumer price indices allows obtaining a CPI, from which the seasonal wave is excluded, i.e. seasonal price fluctuations are smoothed out, which is extremely important in the conditions of moderate inflation rate. 
It is worth mentioning that the annual (monthly) correction of price indices for the seasonal component maintains the value of price growth for the year in general. 
The analysis of dynamics of information on prices and establishment of the influence of the seasonal component by types of goods and services on the value of the free consumer price index show that modification of prices for fruit and vegetables has the biggest influence on CPI modification on the account of the seasonal factor. 
It has also been established that there are certain regularities in the cyclicality of the seasonal fluctuation of prices and correspondingly of indices occurring every year namely for this group. 
At the same time, the nature of price dynamics by types of foodstuffs (except for fruit and vegetables), as well as of nonfoods and services shows that under the conditions of a larger spread of the method of replacing types of goods and services it is also possible to level the seasonality factor that influences on the total level of consumer price index. 
Thus, it has been established that the influence of seasonal fluctuations of prices for the selected goods and services, except for fruit and vegetables, on the seasonal component of consumer price index is insignificant and the application of the seasonality index (coefficient) calculation method for the CPI is unreasonable with regard to these items. 
Russian statistics has adopted the method of collecting primary information on prices on the consumer market using minicomputers. The use of paperless technology for collecting of information on prices allows increasing the quality of the collected information, reducing the terms for its collection and processing and increasing significantly the aesthetics of price collectors’ work, substantially reducing the expenses for printing of primary price recording forms and postal expenses for their distribution on the territory of Russia.

The work on improving the existing methodology for collection of information on prices and calculation of the consumer price index, as well as of the whole price index system continues in Russia. The main principle continues to consist in the systematic approach to price index formation in all sectors of economy. 
Since the primary information obtained on the basis of price recording is the main component determining the accuracy of the calculated indices of prices and tariffs for goods and services, its quality must not raise doubts in the consumer price index users. 
Currently, collection of statistical information on consumer prices and tariffs is carried out in 265 cities/towns. The survey covers more than 48,000 commercial organizations and organizations in the service sector. Prices and tariffs are recorded for 515 items of goods and services (including 464 items for calculation of the consumer price index (CPI), 51 for calculation of the minimum of subsistence), and the amount of collected quotations exceeds 560,000 units. 

Recording of consumer prices on the markets for 37 items of goods is carried out on a monthly basis in all cities/towns where monthly recording of consumer prices is organized within the CPI calculation. Besides, the information on prices and tariffs is collected every Monday – 52 items all in all. 
Because of the large amount of received information, training of specialists from territorial offices of the State Statistics Service who record consumer prices and tariffs for goods and services and preparation of instructive materials has become an important element to ensure the appropriate quality of primary data on prices. The Methodological Guidelines for Consumer Price Recording has been developed and approved for this purpose. These Methodological Guidelines were developed in order to create a special tool that will allow consumer price collectors to have information on the main features of price and tariff recording basically for the entire list of observed goods and services. 

Recommendations for organization of works on statistics of consumer prices for each reporting year are forwarded annually to territorial offices as an addition and specification to the Methodological Guidelines. 
However, to ensure quality data collection, development of methodological material on the recording of prices and tariffs for goods and services is insufficient. In order to extend the work on maintenance and improvement of the quality of price and tariff recording for goods and services, there are proposals on organization of systematic checks of the recording of consumer prices and tariffs for goods and services in the basic commercial organizations and organizations in the service sector and the methodology of corrections taking into account the recommendations of international organizations. 
Based on the results of checks carried out by territorial offices of the State Statistics Service, there are results of these checks for the first six months of the current year. 
Within the first six months of 2008, 1,021 checks of specialists’ work on the recording of consumer prices and tariffs were carried out in 235 cities/towns of the Russian Federation. About 166,000 price quotations were checked during this work. 
It has been established that collection of 93.5% of information on prices was carried out in strict compliance with the current methodological provisions. 
At the same time, there were partial deviations while collecting 6.1% of the information on prices and significant deviations from methodological provisions while collecting 0.4% of the information on prices.    
Out of the total amount of partial deviations from the methodological provisions, 67% were deficiencies related to the fact that price recording used incomplete characteristics for certain types of goods, i.e. not all of their characteristics that allowed distinguishing the good from the other identical goods were given (the following were not indicated: brand, model, item, trademark, manufacturer, etc.).  
The second deficiency according to the number of deviations during price recording was that the specified names, other identifications of the concrete recording place of prices for goods and services did not always allow identifying the place of price recording. Out of the total number of partial deviations from methodological provisions these violations amounted to 25% of the total number of partial deviations and about 29% of the total number of significant deviations. 
The next deviation from methodological provisions was that the levels of prices for recorded goods deviated significantly from the average level of prices for this good that were formed on the consumer market of that particular city/town. Such deviations amounted to 7% of the total number of partial deviations and over 19% of the total number of significant deviations.

Besides, during the performance of this work it was established that 243 checking reports noted some divergences between the levels of recorded prices and the prices fixed on the checking date. The number of detected divergences between the levels of recorded prices and the prices fixed on the checking date represented 1,169 cases or 0.7% of the entire checked information on prices.

Besides, specialists from the Rosstat (Federal State Statistics Service) paid 15 visits to certain cities/towns of the constituent territories of the Federation where price recording was organized to provide consultations and check the work of specialists collecting monthly primary information on the level of prices and tariffs for goods and services. The quality of primary information was controlled in compliance with the “Recommendations for the Organization of Systematic Checks of the Recording of Consumer Prices and Tariffs for Goods and Services”. The procedures of checks and introduction of clarifications in the primary information, as appropriate, were carried out on the basis of a developed scheme. 

Based on the proposals made by the territorial offices of the State Statistics Service and the acquired experience, new “Recommendations for the Organization of Systematic Checks of the Recording of Consumer Prices and Tariffs for Goods and Services” have been developed and approved by the Rosstat. The quality of price recording in compliance with the approved Recommendations is checked starting with January this year. The main differences between the newly developed recommendations on the organization of systematic checks of consumer price recording from the former ones are:
1. Recommendations on the selection of specific groups of goods and services and specific goods that are to be checked given.
2. Recommendations on a multilateral analysis of issues related to the organization of work on the recording of consumer prices, including establishment of the presence of work contacts of price collectors with the staff of commercial organizations and organizations in the service sector provided. 
3. A new form to reflect the checking results: Report on the Control Check of the Organization of Work on the Recording of Consumer Prices and Tariffs for Goods and Services developed.
4. The priorities and criteria that must be applied when carrying out the checks established:
-  Prices for types of goods with specific consumer features and specific types of services are subject to recording;
-  Presence of the name and other indications of the recording place of prices for goods (at the market – number of the row, place, last name of the private entrepreneur, etc.; at a shopping center – name of company, number of section, hall, also last name of the private entrepreneur);
- Compliance of the level of prices for the recorded good and service with the existing average level of prices for the good and service at the consumer market of the city/town; 
- Objectivity and representativeness of the selected basic organizations for price recording; carried out in time, qualitative replacement of the observed objects of commercial organizations and organizations in the service sector, as appropriate, with other objects, where the range of goods, the level of prices, the conditions of sale are identical to the ones in the organizations included in the basic observation of prices; 
- Timely and correct replacement of missing goods and replacement of the range of goods in compliance with methods of representative goods (services) replacement applied during price recording at the consumer market, listed under section 10 of the Methodological Provisions on the Observation of Consumer Prices for Goods and Services and the Calculation of Consumer Price Indices;
- Quarterly visits by specialists who record prices to organizations providing certain chargeable services to the population, in which collection of information on prices is allowed by telephone in certain months of the year.

Certainly, checking the quality of price recording on the constituent territories of the Russian Federation is a labor-intensive work that requires time both for the checking itself and for the procedures for its organization and summing up. However, this work is now a compulsory component that ensures reliable quality of the consumer price index.  

One of the main issues concerning the recording of consumer prices is the observance of strict compliance of the good specification, the prices for which are recorded, with its basic specification. In some cities/towns, detailed specifications are missing even in the register of price quotations used when working with software. 
According to international standards, the rules for recording consumer prices and tariffs for goods and services, as well as the procedure for accuracy control of the recorded prices are established in the Resolution on Consumer Price Indices adopted at the 17th International Conference of Labor Statisticians in December 2003. 
Based on the provisions of the Resolution, when prices are recorded it is necessary to ensure comparability of goods, the price for which is recorded in two contiguous periods, which can be achieved through their detailed description (specification). 
If there is a single basket of goods for the entire country, for which consumer prices are recorded on a monthly basis, every constituent territory of the Russian Federation draws up the list of goods (services) with specific consumer features based on the assortment on regional consumer markets. Development of specifications is the most complicated, necessary and compulsory element in the work of specialists collecting primary information on prices and replacing the good if it disappears from the shelves, as appropriate. Specialists of Rosstat territorial offices pay special attention to it. 
In addition to development of specifications for representative goods (services), the procedure of price recording in accordance with those is also quite complicated. Only strict observance of the compliance of the recorded price to the good accepted as a representative good can ensure appropriate quality of the collected information. 
Development of professional skills of specialists recording prices is actively carried out with the use of e-learning that was focused on the Methodological Bases of Price Recording for Calculation of Average Prices and Price Indices last year. 
A draft seminar program for specialists of territorial offices of the State Statistics Service who record consumer prices has been developed to deliver regional seminars. 
2 seminars of this kind have been already delivered this year and the third one is planned for October. 
Besides methodological materials on the statistics of consumer prices distributed to the territorial offices of the State Statistics Service, in order to raise the quality level of work of primary information collectors, special short recommendations have been prepared on the basis of the methodological materials covering the most important issues of price recording (selection of representative goods, seasonal component, quality consideration, replacement of goods, etc.). Such recommendations are developed separately for recording of prices for foodstuffs, nonfoods and chargeable services provided to the population. 
It is worth mentioning that the whole work aimed at building trust in the consumer price index must not focus only on creating primary information on prices in compliance with the requirements imposed by statistics services of most of the countries. 
One of the most important activities on raising awareness about the consumer price index calculation and trust building in all the categories of users to the calculation methodology, as well as to the CPI values must become the solution to the problem of accessibility related to the methodology and CPI calculation. 
Currently, all information on statistics is stored with open access on the website of the Rosstat and all the access restrictions, including to official Rosstat publications, have been removed. 
The most important activities related to raising awareness of the consumer price index calculation both at federal and regional levels are regular meetings with mass media representatives. The raising of awareness of the Rosstat’s positions regarding the methodology and calculation of price indices, especially the consumer price index, is carried out through federal and regional media. 
Another CPI awareness raising activity that is as important is the creation of a webpage “personal inflation calculator” on the Rosstat’s site. This work is finalized now and the “personal inflation calculator” is accessible to the users. 
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