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Chapter 20 

Validation of Availability and 
Importance Indicators

The weighted country product dummy (CPD-W) 
was chosen as the official method for comput-
ing basic heading purchasing power parities 
(PPPs) within a region in the 2011 round of the 
International Comparison Program (ICP). The 
CPD-W weighs items to reflect the expected 
expenditure share within the basic heading (BH) 
of the item. Because expenditure shares below 
the basic heading level are by definition not 
available, participating economies are required 
to classify all available items as either "impor-
tant" or "less important," and these indicators 
are used to assign quasi-expenditure weights in 
the calculation of BH-level PPPs. If an item is 
not available in the economy, the notion of 
importance is not applicable to the item. 
Box  20.1 describes briefly how to determine 
important products at the initial stage.

This chapter describes the validation steps 
needed to ensure the quality and comparability 
of the importance indicators provided by 
the  participating economies. The validation of 
importance indicators is conducted in three 
stages: (1) intra-economy validation at the 
national level, (2) intereconomy validation at 
the regional level, and (3) global validation at 
the global level.

The main objectives of the three levels of 
validation are logically related: the objective of 
the intra-economy validation level is embed-
ded in the objective at the regional (inter-
economy) level, which is embedded in the 
global-level objective. The main objective of 
the intra-economy validation is to ensure that 
the items that best reflect the final uses of all 
goods and services pertaining to a basic head-
ing have been declared important and are 
properly priced. This is a prerequisite to the 
regional-level objective, whereby it should be 
possible to estimate reliable PPPs for a basic 
heading using prices collected for important 
items in the basic heading, whether these are 
all the important items in the basic heading or 
only important ones in the global core list 
(GCL). In turn, the regional-level objective 
related to the GCL items is a prerequisite for 
the global objective, in which prices for impor-
tant items in the GCL should lead to robust 
linking factors effectively representing the 
price levels of each region in the global 
comparison.

The following sections provide step-by-step 
validation guidelines, a summary of which is 
provided in annex. 
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At the economy level, two stages of checks 
are required: (1) data and metadata availability 
and (2) relative price level. 

The first stage consists of six steps (table 20.1) 
aimed at determining whether the required 
data and metadata sets for a particular basic 
heading are available so that the economy can 
potentially be included in the regional compu-
tation of PPPs for that basic heading. The data 
and metadata sets for a basic heading are (1) the 
prices of items declared important (check A1); 
(2) the importance indicators for at least one 
item in the basic heading (check A2); (3) the 
importance indicators for at least one item in a 
homogeneous component of the basic heading 
(check A3) if it is a heterogeneous basic head-
ing; and (4) the importance indicators for at 
least one GCL item in the basic heading (check 
A4). It is expected that in most cases an impor-
tant item would have a large sample of price 

quotations covering as many outlets and loca-
tions (check A5) and months/quarters in the 
survey year (check A6) as possible. Checks A1 
and A2 are essential for the economy's prices to 
be effectively included in the calculation of 
regional PPPs for the relevant basic heading. 
Check A3 is conducted for basic headings 
whose items are very diverse in nature and 
quality. Check A4 is critical because it deter-
mines the inclusion of an economy's prices in 
the calculation of regional linking factors for 
the basic heading. Checks A5 and A6 are desir-
able but not mandatory. 

The second stage (table 20.2) is implemented 
in a two-option step depending on whether a 
basic heading is deemed homogeneous (check 
B1) or heterogeneous (check B2). The rationale 
is that one would expect a negative correlation 
between importance indicators and price 
relatives. 

Box 20.1

How to Determine Whether an Item Is Important or Less Important

1. Determine whether the item is in the consumer 
price index (CPI). If an item is the same as 
or very similar to one included in the 
economy's consumer or retail price index, 
the economy should classify the item as 
important.

2. Use expert judgment/common knowledge. 
A  statistician can call on his or her own 

knowledge of what brands of cigarettes, 
soap powder, biscuits, and so forth are 
widely available and commonly bought. 

3. Ask an expert. Most often the experts are 
shopkeepers. The success of their busi-
nesses depends on knowing which prod-
ucts are best-sellers and which are bought 
less often. 

Intra-economy validation Intereconomy validation Global validation

Intra-economy Validation
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This stage of validation consists of six checks 
(see table 20.1). 

Check A1 Price availability

Each economy must provide prices for each 
item declared important in each basic heading. 
If a product is not available—that is, if a 
 product does not have any price quotations— 
importance should not be assigned to the 
product. 

At the outset of the ICP 2011 round, partici-
pating economies were required to assess the 
availability and importance of each product in 
the regional product list for the household con-
sumption price surveys. Once the surveys were 

over, this initial assessment was revised to 
ensure that, of the products actually priced in 
the economy, at least one product was consid-
ered important. As mentioned earlier, the 
importance indicators should be based on 
annual data, which means that if a product has 
quotations from any quarter, the product is 
deemed available in the economy. 

The concept of importance is applied only to 
products that are available. Thus if a product 
does not have any price quotations throughout 
the survey, the product cannot be important. If 
a product marked as important in the initial 
assessment does not have any quotations in the 
survey, it should be revised so it will not be 
marked as important. 

Table 20.1 Data and Metadata Availability Checks, ICP 2011

Check type Brief description

A1  Price availability Each economy has provided prices for each item declared important in each 
basic heading.

A2  Basic heading coverage Each economy has declared important at least one item in each basic heading.

A3  Basic heading heterogeneity Each economy has declared important at least one item in each basic heading's 
homogeneous component (or subheading).

A4  Global core list (GCL) compliance Each economy has declared important at least one GCL item in each basic heading.

A5   Consistency of relationship between 
importance and number of quotations 

For each economy and in each basic heading, an important item displays a higher number 
of quotations than less important items in the same basic heading.

A6  Year-long availability For each economy, prices for each important item are provided for each quarter, except 
when the item is seasonal.

Source: ICP, http://icp.worldbank.org/.

Table 20.2 Relative Price Level Checks, ICP 2011

Check type Brief description

B1  Price importance reverse relativity in 
homogeneous basic headings

For each economy and under each homogeneous basic heading, an important item 
displays lower prices than less important items in the same basic heading.

B2  Price importance reverse relativity in 
heterogeneous basic headings

For each economy and under each homogeneous subheading in a heterogeneous basic 
heading, an important item displays lower prices than less important items in the same 
subheading.

Source: ICP, http://icp.worldbank.org/.

Data and metadata 
availability checks (A)

Relative price level 
checks (B) Finalization of data (C)

Data and Metadata Availability Checks

http://icp.worldbank.org/
http://icp.worldbank.org/
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Check A2  Basic heading coverage

Within each basic heading, an economy 
must declare at least one item important. 
If  there is no important item in a basic head-
ing, the economy must identify at least one 
 product that is considered to be more common 
in its market than other products in the 
basic  heading and assign importance to that 
product.

The balance of important items and less 
important items must be realistic. Although it is 
not possible to provide a firm rule for the share 
of important items in a basic heading, in most 
cases 50–80 percent of the priced items per 

basic heading would be classified as important. 
Higher shares may be possible if, for example, a 
basic heading includes very few items. Lower 
shares may be possible if the given market in an 
economy is atypical in relation to the regional 
item list.

Check A3
Basic heading 
heterogeneity

For the heterogeneous basic headings, each 
economy needs to check whether it has declared 
at least one item important under the homoge-
neous component (or subheading) of each 
basic  heading. Box 20.2 briefly explains the 
notion of heterogeneous and homogeneous 
basic headings. 

Box 20.2

Heterogeneous and Homogeneous Basic Headings 

If a basic heading contains a series of prod-
ucts that serve the same purpose, its homo-
geneous and importance indicators need to 
be validated within the basic heading. 
However, if a basic heading contains a range 
of products that serve different purposes, it 
is heterogeneous and should be split into 
homogeneous components to decide impor-
tance versus less importance. 

Consideration of heterogeneity and 
homogeneity depends on the set of items in 
each regional list, on the culture of the 
economy, and so forth. Here is an example 
of a homogeneous basic heading:

110114.1 Fresh milk

Item 1 Milk, unskimmed, pasteurized

Item 2 Milk, unskimmed, UHT

Item 3 Milk, low-fat, pasteurized

… …

The basic heading fresh milk is generally 
considered to be a homogeneous one because 

the usage of items in the basic heading 
seems very similar. In this case, the 
importance of products belonging to the 
basic heading will be considered within 
the basic heading. 

Here is an example of a heterogeneous 
basic heading:

110511.1 Furniture and furnishings

Item 1 Kitchen table, AKEI, Bjarstu 

Item 2 Kitchen table, glass top

Item 3 Kitchen table, solid hardwood

Item 4 Kitchen chair, steel tube legs, AKEI, Gilberto

Item 5 Kitchen chair, steel tube legs 

Item 6 Kitchen chair, solid hardwood

… …

The basic heading furniture and furnish-
ings is obviously heterogeneous. The basic 
heading can be divided into several subcom-
ponents such as kitchen furniture, bedroom 
furniture, and dining room furniture. 
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Check A4 GCL compliance 

In each economy, at least one GCL item must 
be declared important in each basic heading. 
Even if an item is declared important, it is not 
sufficient that it is a region-specific item. 
Region-specific items are not included in calcu-
lation of the global linking factors, and thus in 
the case just noted the lack of important items 
in the linking process would distort the results. 
Therefore economies must declare at least one 
GCL item as important among those declared 
important in each basic heading. 

Check A5
Consistency of relationship 
between importance and 
number of quotations 

For each economy and in each basic heading, 
an important item displays a higher number of 

price quotations than less important items in 
the same basic heading (see box 20.3). 

The number of prices collected for the prod-
ucts and also the number of outlets at which 
the prices are observed can be provisional 
indicators of the availability and the possible 
importance of the products in the market. 
Although this observation depends on the 
type of products and is not a strict rule, prod-
ucts with the higher number of outlets and 
observations would possibly be important, 
and those with the lower number of outlets 
and observations would possibly be less 
important.

If an item has a very high number of price 
quotations compared with other items and is 
marked as less important, or if a product with a 
very low number of quotations is marked as 
important, the case should be flagged for a rel-
evancy check. 

However, the subcomponents may still not 
be homogeneous. For example, the prices of 
kitchen tables are not comparable with those 
of kitchen chairs. In this case, then, the het-
erogeneous subcomponents must be divided 
into homogeneous  sub- subcomponents such 
as kitchen tables and kitchen chairs. 

Deciding whether a basic heading is 
 heterogeneous or homogeneous requires good 
knowledge of the market in an economy. 
However, most basic headings are straightfor-
ward. A basic heading such as fresh milk, fresh 
or chilled potatoes, or water supply is easily 
identified as  homogeneous in most econo-
mies, whereas some basic headings such as 

those named "other . . . products" are mostly 
heterogeneous. Also, there are some compli-
cated basic headings such as  garments and 
furniture and furnishings that require careful 
assessment when they are being divided into 
subcomponents. 

Annex B in chapter 4 on the approach and 
data requirements for household consumption 
is a classification as heterogeneous or homoge-
neous of all basic headings under household 
consumption. It is recommended that econo-
mies use this table as a starting point for their 
assessment and then modify it depending on 
the context of their household consumption 
product list, market, and so forth. 

Box 20.2 (Continued)
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Box 20.3

Example of Consistency of Relationship between Importance and Number of 
Quotations 

Example A

Suppose an economy has price quotations 
for the five products in the rice basic head-
ing shown in table B20.3.1. Consistent with 
the number of quotations, the allocation of 
importance indicators for the first four items 
makes sense. The first and third items have 
a lower number of quotations and are 
marked as less important, whereas the sec-
ond and the fourth items, with the higher 
number of observations, are marked as 
important. The fifth item should be flagged 
for checking because it has only 12 observa-
tions but is marked as important. If there 
are  justifiable reasons it is marked as an 
important item with its small number of 

observations, the indicator should not be 
changed. But if the national expert finds 
that the allocation of the importance indica-
tor is not appropriate, it is recommended 
that the indicator be revised to make the 
product less important. In this case, the 
product description specifies that the price is 
for 35 kilograms of long grain rice as shown 
in table B20.3.2. Because it is a large pack-
age of 35 kilograms and the other items are 
packages of just 1 or 5 kilograms, each store 
may carry a larger number of the other 
products, but it is plausible that the fifth 
item is weighted more for the actual 
expenditure. 

Table B20.3.1 Price Quotations for Rice Basic Heading, ICP 2011

Product code Product name
Parent product 

code Importancea
Number of price 

quotations
Average 

price

110111.101 Long grain rice, parboiled 110111.1 0 25 44.25

110111.102 Long grain rice, non-parboiled 110111.1 1 41 42.20

110111.103 Long grain rice, family pack 110111.1 0 18 202.30

110111.107 White rice, medium grain 110111.1 1 98 31.56

110111.110 Long grain rice 110111.1 1 12 1,054.60

Source: ICP, http://icp.worldbank.org/.
a. 1 = important; 0 = less important.

Table B20.3.2 Product Description, ICP 2011

Product code Product name Reference quantity Unit of measurement

110111.101 Long grain rice, parboiled 1 Kilogram

110111.102 Long grain rice, non-parboiled 1 Kilogram

110111.103 Long grain rice, family pack 5 Kilogram

110111.107 White rice, medium grain 1 Kilogram

110111.110 Long grain rice 35 Kilogram

Source: ICP, http://icp.worldbank.org/.

http://icp.worldbank.org/
http://icp.worldbank.org/
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Check A6 Year-long availability

For each economy, the prices for each impor-
tant item are provided for each quarter except 
when an item is seasonal. As in check A5, 
which examines the frequency of observations 

in the spatial aspect, frequency of observations 
in the temporal aspect should be considered. 
Except for seasonal items, if the survey is con-
ducted for each quarter, important items are 
expected to have price quotations for all quar-
ters. This aspect can be easily checked when the 
national annual averages are calculated. 

Example B

Example B is a case in which the consistency 
check of the number of quotations does not 
work well. In this case, transportation costs 
would be unified or controlled by the author-
ities, and so a high number of observations is 
not needed. The allocation of the importance 
indicator cannot be verified with the number 
of quotations, and even with just three obser-
vations the products can be important for the 
economy. This small number of observations 
also could apply to products that largely have 
the same prices across an economy, such as 

automobiles and electric appliances. If the 
prices of a product are obtained from an 
economy's consumer product index survey, 
then even though the number of quotations 
is very small (such as just one), the item 
would be an important one for the economy.

Finally, in some cases, the NCAs set the 
number of quotations for their products at 
the beginning of their survey in order to 
have the same sample size each quarter. If 
so, this step of the check should not be 
conducted. 

Box 20.3 (Continued)

Table B20.3.3 Price Quotations for the Basic Heading Passenger Transport by Road, ICP 2011

Product code Product name
Parent product 

code Importance
Number of price 

quotations
Average 

price

110732.101 Urban bus (city bus) 110732.1 0 3 6.25

110732.105 Interurban bus (intercity bus), 350 km 110732.1 1 3 180.00

110732.117 Taxi fare, metered 110732.1 1 3 100.00

Source: ICP, http://icp.worldbank.org/.

Data and metadata 
availability checks (A)

Relative price level 
checks (B) Finalization of data (C)

Relative Price Level Checks

After the annual average prices are calcu-
lated, economies are required to check the cor-
relation between the importance indicators and 
the average prices of the product. 

As indicated for the previous stage, econo-
mies have to price both important and less 
important items for each basic heading. 
Important products normally have lower price 
levels than less important products. This factor 
should be taken into account when calculating 
the PPPs for the basic heading to avoid biases.

Check B1
Price importance reverse 
relativity in homogeneous 
basic headings

For each economy and in each homoge-
neous basic heading, an important item displays 
lower prices than less important items in the 
same basic heading. If the unit of measurement 
is different item by item, it should be leveled 
(see box 20.4). 

http://icp.worldbank.org/


390    Operational Guidelines and Procedures for Measuring the Real Size of the World Economy

Box 20.4

Example of Price Importance Reverse Relativity

To return to the example of the rice basic 
heading (check A5), the average prices of 
items in this basic heading in an economy 
appear in table B20.4.1. The usage of the 
items is mostly the same, and the economy 
considers the basic heading to be homoge-
neous. The economy must then check the 
relationship between the prices of important 
and less important items.

To do so, one must first check the speci-
fications of the items to see any differences 
in the reference quantity (table B20.4.2). In 
table B20.4.1, the prices of the third and 
fifth items look exceptionally high regardless 
of importance or less importance. There 
should be some reason for it.

In the case shown in tables B20.4.2 
and  B20.4.3, the reference quantity is 

Table B20.4.1 Average Prices, Rice Basic Heading, ICP 2011

Product code Product name
Parent product 

code Importance
Number of price 

quotations
Average 

price

110111.101 Long grain rice, parboiled 110111.1 0 25 44.25

110111.102 Long grain rice, non-parboiled 110111.1 1 41 42.20

110111.103 Long grain rice, family pack 110111.1 0 18 202.30

110111.107 White rice, medium grain 110111.1 1 98 31.56

110111.110 Long grain rice 110111.1 1 12 1,054.60

Source: ICP, http://icp.worldbank.org/.

Table B20.4.2 Product Description, Rice Basic Heading, ICP 2011

Product code Product name
Reference 
quantity

Unit of 
measurement

110111.101 Long grain rice, parboiled 1 Kilogram

110111.102 Long grain rice, non-parboiled 1 Kilogram

110111.103 Long grain rice, family pack 5 Kilogram

110111.107 White rice, medium grain 1 Kilogram

110111.110 Long grain rice 35 Kilogram

Source: ICP, http://icp.worldbank.org/.

Table B20.4.3 Average Prices for 1 Kilogram of Rice, ICP 2011

Product code Product name Importance Average price Average price for 1 kilogram

110111.101 Long grain rice, parboiled 0 44.25 44.25

110111.102 Long grain rice, non-parboiled 1 42.20 42.20

110111.103 Long grain rice, family pack 0 202.30 40.46 (= 202.3/5)

110111.107 White rice, medium grain 1 31.56 31.56

110111.110 Long grain rice 1 1,054.60 30.13 (= 1,054.6/35)

Source: ICP, http://icp.worldbank.org/.

http://icp.worldbank.org/
http://icp.worldbank.org/
http://icp.worldbank.org/
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Check B2
Price importance reverse 
relativity in heterogeneous 
basic headings

For each economy and under each homoge-
neous subheading in a heterogeneous basic 
heading, an important item displays lower 

prices than less important items in the same 
subheading. As already noted in the discussion 
of check A3, if the basic heading is heteroge-
neous the importance indicators need to be 
verified under each homogeneous sub-basic 
heading (box 20.5).

1  kilogram, except for the third and fifth 
items. The prices of the third item (202.30) 
and fifth item (1,054.60) cannot be  compared 
with those of other items  without convert-
ing to the same reference quantity. Therefore, 
in such cases conversion to the same quan-
tity is needed for this purpose.

A look at the average prices for 1 kilogram 
of each product reveals that the prices for the 
fourth and fifth items are lower than those of 
the less important items. However, the second 
item has a higher price than the third item, 

even though the second item is important and 
the third item is less important. The products 
should therefore be flagged for a check. If 
there is a justifiable economic reason for the 
difference, the indicators should be retained. 
But if the national coordinating agency thinks 
the allocation of the indicator should be 
revised, it should be changed. (However, it is 
also possible that the prices of the third and 
fifth items are lower simply because they are 
sold in bulk. This aspect needs to be taken into 
account depending on the situation.)

Box 20.4 (Continued)

Step C1
Confirm that importance 
indicators are intra-
economy validated.

Before the importance indicators and price 
data are submitted, it should be confirmed that 
steps A1 to B2 have been successfully con-
ducted and that the data have thus been intra-
economy validated.

Step C2
Submit importance 
indicators together with 
prices to the regional 
coordinating agency. 

After indicators are confirmed to be intra-
economy validated, they can be sent to the 
regional coordinating agency (RCA). They should 
be submitted in the correct prespecified format.

Data and metadata 
availability checks (A)

Relative price level 
checks (B) Finalization of data (C)

Finalization of Data

Intra-economy validation Intereconomy validation Global validation

Intereconomy Validation

After the RCAs receive data from their national 
coordinating agencies (NCAs), they have to con-
duct the same validation steps conducted at the 
intra-economy level. Data and metadata avail-
ability checks (A1–A6) and correlation checks 

(B1–B2) need to be conducted again at the inter-
economy level to ensure that the intra-economy 
validation was carried out in the proper manner. 
If they detect something problematic with the 
data and metadata availability checks 
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Box 20.5

Sub-Subcomponents of Basic Headings

Some basic headings need careful consider-
ation when divided into subcomponents. 
For example, the basic heading garments 
contains three subcomponents: men's cloth-
ing, women's clothing, and children's and 
infant's clothing. Each subcomponent con-
tains different types of clothing such as 
pants, shirts, and socks. When validating 
importance indicators, each item needs to be 
assessed within the context of the homoge-
neous sub-subcomponents, not within the 
subcomponents, which are heterogeneous 
(see table B20.5.1).

In the example in the table, comparing 
the price of the suit with that of the shirt 
does not make sense, nor does comparing it 
with the price of the trousers. In this 
case,  comparisons of the t-shirt and the 
open-front shirt, and of the trousers and 
jeans may give some indication of price 

importance reverse relativity. Trousers, 
which are marked as important, have a 
lower price than jeans, which are marked 
as less important. If trousers were marked 
as less important and jeans as important, it 
would be better to flag them for a further 
check of relevancy. However, flagging them 
does not necessarily mean that the indica-
tor should be changed. Depending on cul-
tural contexts, such indicators could be 
justified. 

If a region has a different brand strata of 
jeans on its product list, brandless products 
would be lower in price than branded prod-
ucts regardless of importance in the market. 
In some economies, a brand may have a 
dominant presence in the market even 
though it is not a less expensive product. In 
such a case, a reverse relativity check would 
not be appropriate. 

Table B20.5.1 Price Importance Reverse Relativity in Sub-Subcomponents, Garments Basic 
Heading, ICP 2011

Product code Product name Parent product code Importance Average price

110312.102 Men's suit, 50–80% wool blend 110312.1 1 2,068.29

110312.104 Men's trousers 110312.1 1 468.60

110312.105 Men's socks 110312.1 1 44.80

110312.106 Men's t-shirt 110312.1 1 250.40

110312.107 Men's blue jeans 110312.1 0 524.60

110312.109 Men's shirt, open front 110312.1 0 378.00

Source: ICP, http://icp.worldbank.org/.

or correlation checks, they need to verify the 
problematic indicator with the NCA before pro-
ceeding to the next stages of intereconomy 
validation. 

Check A1 Price availability

Check A2 Basic heading coverage

Check A3
Basic heading 
heterogeneity

Check A4
GCL  
compliance

Check A5
Consistency of relationship 
between importance and 
number of quotations 

http://icp.worldbank.org/
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Check A6 Year-long availability

Check B1
Price importance reverse 
relativity in homogeneous 
basic headings

Check B2
Price importance reverse 
relativity in heterogeneous 
basic headings

(Refer to intra-economy validation for 
details.)

After the RCAs have verified the intra- 
economy validation, they must undertake two 
stages of intereconomy validation: (1) a regional 
binary comparability check and (2) a price level 
representativity check. 

The first stage (table 20.3) is intended to 
verify whether the priced important products 
are available in multiple economies so that the 
price of the product can be compared with that 
in any other economy. 

In the second stage (table 20.4), the price 
levels of important items are checked against 
the basic heading price levels. In the first step, 
the price level of each important item is 
 compared with its basic heading price level to 
determine whether the price is typical for the 
basic heading. If the items belonging to the 
basic heading fail this check, then the second 
step of the check, in which the geometric aver-
age of the important items in the basic heading 
is checked against the basic heading price level, 
is conducted. 

To assess the impact of using the concept of 
importance, it is recommended that differences 

between calculation methods that use 
 importance in PPP calculations—the Éltetö-
Köves-Szulc* (EKS*) and country product rep-
resentative dummy (CPRD)—are compared 
with those methods that do not use it—the EKS 
and country product dummy (CPD). If large dif-
ferences are found, the selection of important 
items should be verified and corrections or rea-
sonable justifications provided.

Table 20.3 Regional Binary Comparability Check, 
ICP 2011

Check type Brief description

D1  Regional binary 
comparability

Each item declared important 
by any economy is priced in at 
least one other economy in 
the region.

Source: ICP, http://icp.worldbank.org/.

Table 20.4 Price Level Representativity Check, 
ICP 2011

Check type Brief description

E1 Strong price level 
representativity

For a given economy, the price 
level of each important item is 
equal or very close to the basic 
heading price level.

E2 Weak price level 
representativity

For a given economy, the 
(geometric) average of price 
levels of all important items in a 
basic heading is equal or very 
close to the basic heading price 
level.

Source: ICP, http://icp.worldbank.org/.

Check D1 Regional binary 
comparability

Each item declared important by any econ-
omy is priced in at least one other economy in 
the region. In other words, any given item 

should be available in at least two economies in 
the region, and at least one of them has declared 
that item as important. If the product is avail-
able in only one economy in the region, then 
the price cannot be compared with that of the 
item in any other economy. 

Regional relevancy checks (D) Price level representativity 
checks (E) Finalization of data (F)

Regional Relevancy Checks

http://icp.worldbank.org/
http://icp.worldbank.org/
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After the basic regional binary comparability 
check, the price level of the important item is 
compared with the basic heading price level. 
This step is undertaken after the RCAs run the 
Quaranta table and obtain the PPP-ratios for 
each item. 

Check E1
Strong price level 
representativity

For a given economy, the price level of each 
important item is equal or very close to the 
basic heading price level. Because important 
items are expected to have larger expenditure 
shares under the basic heading, the price level 
of the basic heading should be closer to those of 
important items than those of less important 
items. 

If an item with a very low or very high price 
level is selected as an important item, it should 

be confirmed that this item is indeed an impor-
tant one and no mistake has been made. This is 
important because the selection of potential 
outlier average prices will have an impact on 
the basic heading PPP. Especially for basic head-
ings that contain only a few products, the allo-
cation of importance indicators could greatly 
affect the resulting PPPs.

In practice, a region can check the price level 
representativity by taking the vector of all the 
PPP-ratios for all products in a basic heading for 
a given economy and then checking the items' 
PPP-ratios to determine whether the PPP-ratio 
for an item falls within a certain range close to 
100. A PPP-ratio of 100 indicates that the rela-
tive price of the product is the same as the price 
level of the basic heading. If a PPP-ratio is far 
from 100, then the item should be flagged. 
Examples are shown in box 20.6.

Regional relevancy checks (D) Price level representativity 
checks (E) Finalization of data (F)

Price Level Representativity Checks

Box 20.6

Example of Strong Price Level Representativity

In table B20.6.1, a Quaranta table for the 
basic heading fresh milk, there are eight 
economies in the region and seven items in 
the basic heading.

Table B20.6.2 looks at the allocation of 
importance for all seven products in this 
basic heading for economy C.

For economy C, the second, third, and 
fourth products, which are marked as impor-
tant, have PPP-ratios close to 100, which 
means that the relative prices of those prod-
ucts are closer to the price level of the basic 
heading. Table B20.6.3 looks further at the 
allocation of importance for all seven prod-
ucts in this basic heading for economy H.

For economy H, from the perspective of 
price representativity, the second item 
should be checked to determine whether it 
is really an important item for the econ-
omy because its PPP-ratio is 61 percent and 
far from the basic heading price level of 
the economy. By contrast, the PPP-ratio of 
the fifth item is close to 100, and so it also 
needs to be checked to ensure that the 
item is important to the economy. A PPP-
ratio close to 100 does not mean that the 
item is important, but it can be checked to 
ensure the allocation of indicators because 
its price level appears typical for the basic 
heading.
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Table B20.6.1 Quaranta Table, Basic Heading Fresh Milk (Item-Level Details), ICP 2011

110114.103 Milk, low-fat, pasteurized Var. co.: 14.8

Economy NC-price Quotations Var. co. XR-price XR-ratio PPP-price PPP-ratio
Preferred 

UoM

Economy A* 1,548.1400 —* — 1,548.14 94.59 1,548.14 103.32 1 liter

Economy B 7.000 58 3.0 1,413.12 86.34 1,567.89 104.64 1 liter

Economy C* 1.038 57* 8.4 1,770.51 108.17 1,607.07 107.25 1 liter

Economy D* 0.535 8* 2.3 1,660.66 101.46 1,580.27 105.46 1 liter

Economy E 6.880 25 13.6 2,303.69 140.75 1,504.10 100.38 1 liter

Economy F 3.583 3 4.0 1,171.70 71.59 987.28 65.89 1 liter

Economy G* 3.929 14* 25.4 1,756.09 107.29 1,734.01 115.72 1 liter

Economy H* 5.194 49* 13.6 1,689.07 103.20 1,601.03 106.85 1 liter

Geometric mean 1,636.72 1,498.42  

Source: ICP, http://icp.worldbank.org/.
Note: NC = national currency; var. co. = coefficient of variation; XR = exchange rate; UoM = unit of measurement. Important items are 
indicated by an asterisk (*). 

Table B20.6.2 Basic Heading Fresh Milk: 
PPP-Ratios, Economy C, ICP 2011

Product code PPP-ratio

110114.101 121.63

110114.102 107.79*

110114.103 107.25*

110114.104 98.15*

110114.105 96.35 

110114.106 88.75

110114.107 84.73*

Source: ICP, http://icp.worldbank.org/.
Note: Important items are indicated by an asterisk (*).

Table B20.6.3 Basic Heading Fresh Milk: 
PPP-Ratios, Economy H, ICP 2011

Product code PPP-ratio

110114.101 109.63*

110114.102 61.19*

110114.103 106.85*

110114.104 97.54

110114.105 103.86

110114.106 109.55*

110114.107 108.06*

Source: ICP, http://icp.worldbank.org/.
Note: Important items are indicated by an asterisk (*).

Check E2
Weak price level 
representativity

For a given economy, the (geometric) aver-
age of price levels of all important items in a 
basic heading is equal to or very close to the 
basic heading price level. 

If check E1, strong price level representativ-
ity, fails for a basic heading, it is strongly 

recommended that the RCAs conduct the weak 
price level representativity check for the basic 
heading. If the geometric average of all impor-
tant items in the basic heading does not repre-
sent the price level of the basic heading, the 
selection of important items needs to be 
 carefully reviewed again. If a basic heading 
passes check E1, it is not necessary to conduct 
check E2. 

Box 20.6 (Continued)

http://icp.worldbank.org/
http://icp.worldbank.org/
http://icp.worldbank.org/
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In practice, this criterion can be checked 
by  taking the geometric average of the 
PPP-ratios for important products in a basic 
 heading  for a given economy. If the 

geometric  average is close to 100, then it is 
fine. If it far  outside a certain band—for 
example, 90–110—then the situation should 
be flagged.

Box 20.7

Example of Weak Price Level Representativity, Economy G, ICP 2011

Table B20.7.1 shows the item price levels in 
relation to the basic heading price levels for 
economy G for the previous example, the 
basic heading fresh milk. 

In economy G, importance is allocated 
to the items for which the PPP-ratios are 

not so close to 100. In other words, the 
prices are not so typical for the basic head-
ing. In this basic heading, there is no item 
whose PPP-ratio is very close to 100 regard-
less of the allocation of the indicators. 
Therefore, this economy cannot have 
"strong" price level representativity for 
this  basic heading, and it is recommend-
ed  that the allocation of the importance 
indicators be verified by checking the 
 geometric average to test weak price level 
representativity.  

The geometric average of the PPP-ratios 
of the important items is 101.60, or close to 
100. Therefore, although the strong price 
level representativity does not work well 
with this basic heading, at least the weak 
representativity is secured. If this test for 
weak price level representativity fails, it is 
recommended that the allocation of the 
indicators be reviewed.

Table B20.7.1 Basic Heading Fresh Milk: Price 
Level of Items, Economy G, ICP 2011

Product code Price level

110114.101 73.84

110114.102 131.17

110114.103 115.72*

110114.104 —

110114.105 89.22*

110114.106 —

110114.107 124.50

Source: ICP, http://icp.worldbank.org/.
Note: — = no price quotations. Important items are indicated by 
an asterisk (*).

Regional relevancy checks (D) Price level representativity 
checks (E) Finalization of data (F)

Finalization of Data

Like the household consumption (HHC) 
validation, the intereconomy validation of 
important indicators is an iterative process. In 
each step of checks, the NCAs and RCAs need 
to maintain close contact to ensure that the 
changes needed for the indicators will be made 
in a cooperative manner. Also, it should be 

kept in mind that when the prices from econo-
mies joining later are added, the price level 
index (PLI) will change accordingly. Thus at 
the end of the HHC validation, it is recom-
mended that the indicators in the last version 
of the Quaranta or Dikhanov tables for the 
region be confirmed.

http://icp.worldbank.org/
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Step F1
Confirm that importance 
indicators are intra-
economy validated.

In signing off on the validation process, the 
NCAs are accepting responsibility for their impor-
tance indicators. The process is concluded when 
the NCAs formally approve the validated data. 
The RCA is in charge of implementing check F1.

Step F2
Submit importance 
indicators together with 
prices to the Global Office.

After the data are confirmed to be validated 
at the global level, they can be sent to the 
Global Office. The data and metadata have to be 
in the correct prespecified format.

After the indicators are validated at the national 
and regional levels, the Global Office conducts 
the global level validation to confirm and final-
ize them. The objective is to ensure that the 
submitted importance indicators for the GCL 
items can be properly utilized in the global link-
ing process. 

The global validation stage has three phases: 
(1) validation of the GCL items, (2) price level 
representativity checks, and (3) global linking 
checks.

At the first stage, the intra-economy and inter-
economy checks carried out at the national and 
regional levels are applied to the GCL items only. 
At the second stage, price level representativity is 
checked at the intereconomy level, but this time 
to check the consistency across the regions. The 
third stage consists of two sets of checks. The first 
(table 20.5) checks the availability of the GCL 
across regions. The second (table 20.6) is intended 
to determine whether the velocity of the basic 
heading linking factors is ideal, strong, or weak. 

Intra-economy validation Intereconomy validation Global validation

Global Validation

Table 20.6 Linking Feasibility Checks, ICP 2011

Check type Brief description

G2 Ideal linking feasibility For each region, the basic heading linking factor is based on the global core list (GCL) item prices provided 
by all economies in the region.

G3 Strong linking feasibility For each region, the basic heading linking factor is based on the GCL item prices provided by several 
economies whose total share of the total regional expenditure for the basic heading is equal to or higher 
than 75 percent.

G4 Weak linking feasibility For each region, the basic heading linking factor is based on the GCL item prices provided by one 
economy only, or the total basic heading expenditure share of the economies involved in the linking factor 
calculation is lower than 75 percent.

Source: ICP, http://icp.worldbank.org/.

Table 20.5 Global Relevancy or Interregional Binary Comparability Check, ICP 2011

Check type Brief description

G1 Global relevancy or interregional binary comparability Each global core list item is priced in at least two regions.

Source: ICP, http://icp.worldbank.org/.

http://icp.worldbank.org/
http://icp.worldbank.org/
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After receiving the importance indicators 
together with the price data from each region, 
the Global Office has to conduct the same valida-
tion steps conducted at the intraeconomy level 
and at the intereconomy level, for GCL items 
only. Checks A1, A4–A6, and B1–B2, as well as 
check D1, need to be conducted as part of global 
validation of GCL items. Only the importance 
indicators for the GCL items need to meet the 
criteria in these steps. 

Check A1 Price availability

Check A4 GCL compliance

Check A5
Consistency of relationship 
between importance and 
number of quotations

Check A6 Year-long availability

Check B1
Price importance reverse 
relativity in homogeneous 
basic headings

Check B2
Price importance reverse 
relativity in heterogeneous 
basic headings

Check D1
Regional binary 
comparability

(Refer to intra- and intereconomy validation 
for details.)

Validation of GCL items Price level representativity 
checks Global linking checks (G)

Validation of GCL Items

Validation of GCL items Price level representativity 
checks Global linking checks (G)

Price Level Representativity Checks

Validation of GCL items Price level representativity 
checks Global linking checks (G)

Global Linking Checks

Price level representativity checks E1 and E2 
will also be reviewed at the global level before 
the global linking checks. In this step, the price 
level of the basic heading is based on both the 
GCL and region-specific items. 

Check E1
Strong price level 
representativity

Check E2
Weak price level 
representativity

Global linking checks are solely for the global-
level validation in order to ensure the accuracy 
and preciseness of the global linking factors.

Check G1
Global relevancy or 
interregional binary 
comparability

Each GCL item is priced in at least two 
regions. If any of these items is priced in only 
one region, the item cannot be used in the 
 calculation of global linking factors because it 

cannot be compared with that in any other 
regions.

Check G2 Ideal linking feasibility

For each region, it is ideal to base the basic 
heading linking factor on the GCL item prices 
provided by all economies in the region. In 
regions with a small number of economies, this 
approach would be applicable to most of the 
basic headings. However, in regions with many 
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economies "holes" in data are possible. In such 
a case, the Global Office identifies whether the 
linking feasibility is strong or weak using the 
criteria described. 

Check G3 Strong linking feasibility

For each region, the basic heading linking 
factor is based on the GCL item prices provided 
by several economies whose total share of the 
total regional expenditure for the basic heading 
is equal to or higher than 75 percent. In this 
case, the linking factor represents most of the 
expenditure of the region. Linking to the other 

regions would give robust results even if it is 
not ideal, as in check G2.

Check G4 Weak linking feasibility

For each region, if the basic heading linking 
factor is based on GCL item prices provided by 
only one economy, or the total basic heading 
expenditure share of the economies involved in 
the linking factor calculation is lower than 75 
percent, the linking factor does not represent 
the total expenditure of region, and thus the 
linking factor would not be strong.
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Annex
Summary of Validation Stages, Phases, and Steps for Availability and Importance Indicators, ICP 2011

Validation level

Validation step Description of validation steps National Regional Global 

Data and metadata 
availability checks 

A1 Price availability Each economy has provided prices for each item 
declared important in each basic heading (BH). ✓ ✓

Global core list 
(GCL) products 
only

A 2 Basic heading 
coverage

Each economy has declared important at least one item 
in each BH.

✓ ✓

A3 Basic heading 
heterogeneity 

Each economy has declared important at least one item 
in each BH's homogeneous component (or subheading).

✓ ✓

A4 Global core list 
compliance

Each economy has declared important at least one GCL 
item under each BH.

✓ ✓
GCL products only

A5 Consistency of 
relationship between 
importance and number of 
quotations

For each economy and under each BH, an important 
item displays a higher number of quotations than less 
important items in the same BH.

✓ ✓

GCL products only

A6 Year-long availability For each economy, prices for each important item are 
provided for each quarter, except when the item is 
seasonal.

✓ ✓

GCL products only

Relative price 
level checks

B1 Price importance 
reverse relativity in 
homogeneous BHs

For each economy and under each homogeneous BH, 
an important item displays lower prices than less 
important items in the same BH.

✓ ✓

GCL products only

B2 Price importance 
reverse relativity in 
heterogeneous BHs

For each economy and under each homogeneous 
subheading in a heterogeneous BH, an important item 
displays lower prices than less important items in the 
same subheading.

✓ ✓

GCL products only

Finalization of data 
(national level) 

C1–C2 Finalization of 
data at the economy level

Confirm that importance indicators are intra-economy 
validated and submit importance indicators together 
with prices to the regional coordinating agency.

✓

Regional relevancy 
checks

D1 Regional binary 
comparability

Each item declared important by any economy is priced 
in at least one other economy in the region.

✓
GCL products only

Price level 
representativity 
checks

E1 Strong price level 
representativity

For a given economy, the price level of each important 
item is equal or very close to the BH price level.

✓ ✓

E2 Weak price level 
representativity

For a given economy, the (geometric) average of price 
levels of all important items in a BH is equal or very 
close to the BH price level.

✓ ✓

Finalization of data 
(regional level) 

F1–F2 Finalization of data 
at the regional level

Confirm that importance indicators are intra-economy 
validated and submit importance indicators together 
with prices to the Global Office.

✓
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Validation level

Validation step Description of validation steps National Regional Global 

Global linking 
checks

G1 Global relevancy or 
interregional binary 
comparability

Each GCL item is priced in at least two regions.
✓

G2 Ideal linking feasibility For each region, the BH linking factor is based on GCL 
item prices provided by all economies in the region.

✓

G3 Strong linking 
feasibility

For each region, the BH linking factor is based on GCL 
item prices provided by several economies whose total 
share of the total regional expenditure for the BH is 
equal to or higher than 75 percent.

✓

G4 Weak linking feasibility For each region, the BH linking factor is based on GCL 
item prices provided by one economy only, or the total 
BH expenditure share of the economies involved in the 
linking factor calculation is lower than 75 percent.

✓

Source: ICP, http://icp.worldbank.org/.

Annex (Continued)

http://icp.worldbank.org/



	Chapter 20  Validation of Availability and Importance Indicators
	Annex
	Boxes
	Box 20.1 How to Determine Whether an Item Is Important or Less Important
	Box 20.2 Heterogeneous and Homogeneous Basic Headings
	Box 20.3 Example of Consistency of Relationship between Importance and Number of Quotations
	Box 20.4 Example of Price Importance Reverse Relativity
	Box 20.5 Sub-Subcomponents of Basic Headings
	Box 20.6 Example of Strong Price Level Representativity
	Box 20.7 Example of Weak Price Level Representativity, Economy G, ICP 2011

	Tables
	Table 20.1 Data and Metadata Availability Checks, ICP 2011
	Table 20.2 Relative Price Level Checks, ICP 2011
	Table B20.3.1 Price Quotations for Rice Basic Heading, ICP 2011
	Table B20.3.2 Product Description, ICP 2011
	Table B20.3.3 Price Quotations for the Basic Heading Passenger Transport by Road, ICP 2011
	Table B20.4.1 Average Prices, Rice Basic Heading, ICP 2011
	Table B20.4.2 Product Description, Rice Basic Heading, ICP 2011
	Table B20.4.3 Average Prices for 1 Kilogram of Rice, ICP 2011
	Table B20.5.1 Price Importance Reverse Relativity in Sub-Subcomponents, Garments Basic Heading, ICP 2011
	Table 20.3 Regional Binary Comparability Check, ICP 2011
	Table 20.4 Price Level Representativity Check, ICP 2011
	Table B20.6.1 Quaranta Table, Basic Heading Fresh Milk (Item-Level Details), ICP 2011
	Table B20.6.2 Basic Heading Fresh Milk: PPP-Ratios, Economy C, ICP 2011
	Table B20.6.3 Basic Heading Fresh Milk: PPP-Ratios, Economy H, ICP 2011
	Table B20.7.1 Basic Heading Fresh Milk: Price Level of Items, Economy G, ICP 2011
	Table 20.5 Global Relevancy or Interregional Binary Comparability Check, ICP 2011
	Table 20.6 Linking Feasibility Checks, ICP 2011
	Table 20.A Summary of Validation Stages, Phases, and Steps for Availability and Importance Indicators, ICP 2011



