
Temporal and spatial 

comparisons

Comparability and representivity
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temporal spatial

Development over 

time

Reference: base 

period

Example: CPI series, 

GDP at constant 

prices

Temporal and spatial 

comparisons

situations in different 

locations at a certain 

point in time

Reference: base 

country/region

Example: ICP, price 

level comparisons



Temporal and spatial 

comparisons

What they have in common

“Deflating” macroeconomic data.

i.e. to eliminate the differences in prices

which are an integral part of the nominal

information.



Temporal and spatial 

comparisons

Why they are different

“Distances” to be bridged are different

Huge differences in prices and structures 

are the norm in spatial comparisons

Achieving comparability and 

representativity is more difficult in spatial 

comparisons



Comparability and 

Representativity
A trade off is existing?

Yes, as uncomparable things are 

representative in different countries

No, as comparability and representativity are 

crucial for different elements of the 

comparison



Comparability

Is the principle to compare only

like with like

It is the key principle at the single item level

= =
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Comparability

Detailed item descriptions

Inclusion of all relevant (price 

determining) parameters

After price collection – all 

deviations to be reported

Treatment of price reports –

consequent „cleaning“ of data

How can it be achieved? 



Comparability
The key issue of comparability is: 

the quality of goods and services 

must be comparable

· Their physical and economic characteristics 

are identical, 

· or they are sufficiently similar that 

consumers are indifferent between them.  



Comparability

If the principle of comparability is 

violated, a ratio of prices for different 

things is calculated. This is not a PPP, it is 

meaningless number.

Dinner:        1 £ 30 € PPP=1/30?



Quality

For ICP a technical perspective is 

relevant

Items are analysed from a technical 

point of view, how they were produced, 

what materials were used, their physical 

constitution

Additionally market related parameters 

are relevant



Quality

most important and 

typical physical 

parameters are:

• material/composition 

• size/weight

• method of production

• type of package

market parameters : 

• brand

• shop type 

• location 

• seasonality 



Quality

Physical quality differences:

�Durability

�Precious materials used

�Reliability

�Extent of the finishing and craftsmanship

�Comfort in handling (type of package)



Quality

Market differences:

�Branded vs. Non-branded goods

�Service related to the product

�Risk and finance (quantity 

purchased)



Brands

Brands are names given to products by the 

manufacturer to distinguish their makes from 

similar ones (competitors) on the market. 

Usually they have an image that is created 

and fostered by advertising, trying to convince 

consumers about their unique qualities.



Brands

Some branded goods may be more reliable 

and trustworthy than competing unbranded 

goods.  

But this is not always the case (see 

independent quality tests).

Branded goods tend to sell at higher prices. 

Poorer consumers will purchase less branded 

goods.



Brand-value

To the extent producers succeed in 

convincing consumers, that their products are 

superior, the brand name itself has a value –

The Brand-Value

This is a market imperfection introduced by 

advertising.



Brand-value

Differences in the brand value should be 

treated as quality differences.

Only products with the same or similar 

brand value should be compared directly.



Brand-value

An example about brand value and brand clusters:

TV-sets:

Sony and Panasonic are two major brands with a 

similar reputation and brand value. TV-sets of both 

brands (with the same technical performance) have 

the same prices within practically all countries. They 

might be internationally compared under one item 

code.

Whereas Samsung normally sells at lower prices 

than Sony or Panasonic. It must be a separate item.



Other market differences

�Service related to the product

Major differences like installation of big durables, 

very special shop types (24 hour), free home 

delivery or special guarantees should be 

mentioned in the descriptions. 

�Risk and finance (quantity purchased)

Bigger quantities put more risk (storage) and more 

finance requirements to the consumer, therefore 

they are usually sold at lower prices per unit.



How to consider quality 

differences
Steps to get knowledge about products: 

1) detect all variants of a product 

� go out and look if there are different prices for 

similar goods 

� find out the reasons for price differences 

(Examples: different technical features for PCs; fruit content, 

package size and brand for jam; etc.)

� Sources of information are: traders, 

catalogues of manufacturers, the internet, 

fairs, etc.



How to consider quality 

differences

2) choose one or some of the product variants 

to be part of the list on the basis of pre-survey 

information.

3) create a description where all the 

parameters making the difference are listed 

and determined, so that it is clear what variant 

is meant.

4) in case of deviations from the description in 

the country – price reports, they have to be 

taken into account (chapter 5 of ICP Manual)



Representativity
describes the capability of a product list 

to reflect the consumption behaviour

of a society

It is the key principle for a group of items 

- the basic heading and the item list



Representivity
If representivity is low for a specific 

country, or a group of countries, but 

items are comparable, the resulting 

figures will still be Purchasing Power 

parities, but they may be biased.



Comparability and 

Representivity

In case of a trade off -

Comparability should never be 

sacrificed to achieve better 

representivity.



Representivity
Representivity of the item list for a 

certain country means that a sufficient 

number of representative products can 

be priced 



Representivity
A Product is representative…

…when it is a popular choice for the 

population in a certain country.

When it therefore accounts for a 

significant proportion of the 

expenditures within a basic heading.

But….



Representivity
This information is hardly ever available.

Therefore expert opinion is is necessary 

to judge about about representivity.

The experts are the national ICP 

statisticians. 



Representativity
Generally a product might be 

considered to be representative if:

It is widely available   and/or

It is part of the national CPI basket 

Important: representivity refers to the 

basic heading, not to overall 

consumption. 



Equi-representivity

An item list can be regarded as equi-

representative, when it gives the chance 

to each participating country to select 

a representative set of products for 

price collection.

It does not mean that the countries 

should give prices for an equal or 

similar number of items. 



Equi-representivity
If the list and price reports show different 

degrees of representivity, the 

“Gershenkron effect” may distort the 

outcome. 

Goods and services which are very 

common (representative) for a market, 

tend to have relatively lower prices, 

whereas “exotic” products tend to be 

relatively more expensive. 



Equi-representativity
Biased representivity may lead to higher 

price levels for those countries which find 

only a small number of typical items in an 

international product list.



Equi-representativity

How to be achieved:

�Balanced item list

�Attribution of representivity-signs 

(asterisk)

�principle of graduality



Equi-representivity
In the end equi-representivity means that

the applied computation procedures

principally enable the calculation of

PPPs which are representative (non-

biased) for each participating country

on the basis of the common set of items.



Comparabilty and 

representivity

End of session


