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1 Introduction to the advisory committee 

Purpose of this report 
This report sets out the recommendations made by the 2013 Consumers Price Index 
(CPI) Advisory Committee, and summarises the discussions that helped inform the 
recommendations.  

Overview 
In 2013, Statistics NZ appointed a committee to independently review the methods and 
practices used to compile the CPI, and to advise the Government Statistician on the CPI. 

Statistics NZ called for public nominations of committee members in October 2012. 
Twenty-six nominations were received from a range of organisations and community 
groups.  

The Government Statistician appointed the following committee members: 

• Diana Crossan, former Retirement Commissioner (Chairperson) 

• Dr Carla Houkamau, University of Auckland Business School  

• Dr Kirdan Lees, New Zealand Institute of Economic Research  

• Dr John McDermott, Reserve Bank of New Zealand  

• Professor Jacques Poot, University of Waikato  

• Associate Professor Marco Reale, University of Canterbury  

• Dr Bill Rosenberg, New Zealand Council of Trade Unions  

• Stephen Summers, Business New Zealand  

• Keith Woolford (international expert), formerly of the Australian Bureau of Statistics.  

Members were selected to bring professional expertise, different perspectives, and the 
confidence of the wide range of CPI users to the committee. 

The committee met for three days, from May 8–10 2013, to undertake the review. 

Terms of reference 
The terms of reference for the 2013 CPI Advisory Committee were to: 

• Investigate, review, and form recommendations concerning the general nature and 
objectives of the CPI, while taking account of the actual, potential, and appropriate 
uses of the index. 

• Investigate and form recommendations concerning the general principles that 
should be considered in the construction of the CPI with specific reference to: 

o coverage of the CPI, including the range of goods and services represented in 
the index and the coverage of the household population 

o the practices used to compile the index  

o the methods used to calculate the index. 
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Public submissions 
Consumers Price Index Advisory Committee 2013 Discussion Paper and  
Consumers Price Index Advisory Committee 2013 Background Paper were prepared for 
the committee and CPI user community.  

These papers were published in April 2013. Submissions were called for to help the 
committee make its recommendations. Appendix 1 lists the organisations and individuals 
who made submissions. 

Acknowledgements 
The committee would like to thank the staff of Statistics NZ who were involved in the 
preparation of the discussion material, and in the organisation of the committee meeting. 
The committee would also like to thank those who made submissions.

http://www.stats.govt.nz/~/media/Statistics/browse-categories/economic-indicators/CPI-inflation/2013-CPI-review-advisory-committee/cpi-committee-2013-discussion-paper.pdf
http://www.stats.govt.nz/~/media/Statistics/browse-categories/economic-indicators/CPI-inflation/2013-CPI-review-advisory-committee/cpi-committee-2013-background-paper.pdf
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2 The committee’s recommendations 

This section lists the recommendations made by the 2013 CPI Advisory Committee, 
according to topic. 

Principal purpose 
Recommendation 1:  

i. That the purpose of the CPI remains to measure inflation experienced by the 
household sector. 

ii. That the principal use of the CPI remains to inform monetary policy setting. 

iii. That the CPI continues to be based on an acquisition framework. 

iv. That there continues to be one index branded as the ‘CPI’. 

In making this recommendation the committee acknowledges the CPI’s wide range of 
other uses, such as adjusting (indexing) a range of public and private payments, and that 
the design of the CPI is a compromise between the principal use and these other uses. 
The committee also acknowledges the range of potential uses of price information in 
general, including measuring the purchasing power of money incomes of particular 
groups in society.  

Scope and coverage 
Recommendation 2:  

i. That the reference population of the CPI remains New Zealand-resident private 
households living in permanent dwellings.  

ii. That Statistics NZ reviews the sampling frame of the Household Economic Survey 
to ensure appropriate coverage of the reference population.  

iii. That particular attention be given to in-scope private households living within 
retirement communities, and households transitioning towards out-of-scope 
communal aged-care facilities. 

Recommendation 3:  
i. That the expenditures of New Zealand-resident private households covered by 

the CPI continue to include local authority rates (and similar goods and services), 
purchases from overseas vendors via the Internet, and overseas travel costs pre-
paid in New Zealand.  

ii. That Statistics NZ seeks feedback on whether it is appropriate to extend the 
scope of the CPI to include purchases made by the reference population while 
overseas, and whether it would be feasible to do this without compromising the 
timeliness and quality of the index. 

Consumer price change for population subgroups 
Recommendation 4:  

i. That Statistics NZ provides additional indexes that reflect changes in the 
purchasing power of the incomes of particular subgroups of the population.  

ii. That these indexes be based on a payment framework. 

iii. That these indexes be branded differently to the CPI. 

iv. That Statistics NZ seeks feedback to help determine precisely what subgroups 
these indexes are required for, how they are to be branded, and how frequently 
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they are to be published. The subgroups of interest may include ethnic groups 
(particularly Māori), government transfer recipients, income groups, and wage 
and salary earners.  

Recommendation 5:  
i. That Statistics NZ reviews the sample design (eg sample size) and collection 

methods of the Household Economic Survey to improve the reliability of 
expenditure estimates of the required population subgroups.  

ii. That indexes for the population subgroups be published, if they are judged to be 
of fit-for-purpose quality, whether or not changes are made to the sample design 
and collection methods of the Household Economic Survey. 

Sampling framework 
Recommendation 6:  

i. That Statistics NZ changes from using national expenditure weights for each 
region to using regional expenditure weights for the five broad regions used to 
design the Household Economic Survey sample (based on expenditures by 
households in the Auckland, Wellington, rest of the North Island, Canterbury, and 
rest of the South Island regions) provided this is feasible to implement. 

Recommendation 7:  
i. That Statistics NZ reduces the number of regional pricing centres in which price 

collectors visit retail outlets from 15 currently, to between 10 and 12, in order to 
fund other CPI-related initiatives such as:  

o improving the sample design and collection methods of the Household 
Economic Survey 

o producing indexes for population subgroups 

o producing seasonally adjusted analytical CPI series 

o assessing the feasibility of, and interest in, regional-spatial indexes.  

In making this recommendation, the committee sought to strike an appropriate balance 
between the accuracy, relevance, scope, and coverage of the CPI and related measures. 

Recommendation 8:  
i. That Statistics NZ assesses the feasibility of, and interest in, periodically 

compiling a spatial price index that compares price levels across regions at a 
point in time. 

The committee acknowledges that there is interest in understanding differences in price 
levels experienced by households in different regions and across different population 
subgroups, given the impact this has on the purchasing power of household incomes.  

Frequency of weight updates 
Recommendation 9:  

i. That Statistics NZ continues to comprehensively reweight the CPI at three-yearly 
intervals.  

ii. That between three-yearly reweights, the quantities underlying the CPI weights 
continue to be held fixed at the published level (class and above), unless 
extraordinary circumstances, such a major structural change to the economy, 
cause the CPI weights to lose relevance.  

iii. That below the published level, underlying quantity weights be updated between 
three-yearly reweights to account for changes in household spending patterns, 
where the right information is available and it is cost-effective to do so. 
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Recommendation 10:  
i. That Statistics NZ continues to publish a superlative index on a retrospective 

basis following each three-yearly CPI review, to provide information on the effect 
of substitution on the CPI.  

ii. That Statistics NZ extends the publication of the retrospective superlative index to 
include indexes for population subgroups. 

Retail transaction data 
Recommendation 11:  

i. That Statistics NZ endeavours to use retail transaction (scanner) data to measure 
price change in the CPI. 

ii. That the methods used align with international best practice.  

iii. That arrangements be in place to ensure the continuity of retail transaction data 
supply.  

iv. That there is a suitable contingency plan in the event that the supply of retail 
transaction data is unavoidably interrupted. 

v. That Statistics NZ periodically audits prices in retail outlets to maintain confidence 
that the retail transaction data meets quality requirements. 

Publication frequency 
Recommendation 12:  

i. That Statistics NZ provides the CPI on a monthly basis and that this be accorded 
a high priority. 

ii. That the additional costs of providing a monthly CPI be resourced through 
additional funding, rather than by reprioritising existing official statistics. 

iii. That price collection for a monthly CPI be spread throughout the quarter, using 
best practice for designing the sampling framework and accounting for items not 
surveyed each month. 

iv. That in making the change to a monthly CPI, Statistics NZ ensures that the CPI 
remains reliable and trusted. 

Producing the CPI on a monthly basis would align the New Zealand CPI with international 
practice. The committee's view is that the benefits to monetary policy setting and the 
wider community of a monthly CPI would outweigh the increased costs of production. 

Seasonality 
Recommendation 13:  

i. That the headline CPI continues to be produced without seasonal adjustment.  

The committee recognises that a fully seasonally adjusted index would ideally require 
revisions to originally published CPI movements, and that such revisions are undesirable 
given the uses of the CPI. 

Recommendation 14:  
i. That Statistics NZ considers producing seasonally adjusted analytical CPI series.  

ii. That goods and services that experience price change once a year (eg local 
authority rates) be smoothed in the seasonally adjusted series. 
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Dissemination 
Recommendation 15:  

i. That Statistics NZ continues to expand the ways in which CPI information is made 
accessible to a range of audiences. 

ii. That Statistics NZ publishes weights not only as percentages but also as dollar 
values, for both the CPI and indexes for population subgroups. 

The committee endorses the current products and methods for disseminating CPI 
information, including the preservation of originally published CPI movements in the long-
term time series, when the index is re-referenced.  

Quality adjustment 
Recommendation 16:  

i. That Statistics NZ continues to appropriately adjust for change in the quality of 
goods and services tracked in the CPI. 

ii. That the methods used to quality adjust prices in the CPI continue to align with 
international best practice, including hedonic regression techniques. 

iii. That Statistics NZ continues to engage with the international price measurement 
community about quality adjustment methods and practices. 

iv. That information on the quality adjustment methods used in the CPI continues to 
be made available to the general public. 
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3 Introduction to the committee’s review 

This section looks at historical changes to the CPI, including recommendations that have 
been made by past committees. 

The 2013 CPI Advisory Committee is the latest in a long series of committees appointed 
to independently review the methods and practices used to compile the CPI. Similar 
committees have been convened periodically since 1948. The most recent three 
committees were convened in 1991, 1997, and 2004.  

The practice of holding CPI advisory committees is recommended by the International 
Labour Organization (ILO) in its 2004 resolution concerning CPIs: 

The agency responsible for the index should consult representatives of users on 
issues of importance for the CPI, particularly during preparations for any changes to 
the methodology used in compiling the CPI. One way of organizing such consultations 
is through the establishment of advisory committee(s) on which social partners, as well 
as other users and independent experts might be represented. 

This report outlines the committee’s recommendations to the Government Statistician, 
who will consider these recommendations relative to other potential initiatives in the 
Official Statistics System and initiate a programme to implement the recommendations, 
where feasible. 

Historical background to the CPI 
There have been four distinct phases in the historical development of retail/consumers 
price indexes in New Zealand. The first phase, up to the end of World War II, saw early 
developments and refinements in retail price indexes. The second phase began in 1948 
with the government-appointed CPI Revision Advisory Committee making detailed 
recommendations for changes to the then retail prices index, a practice that has 
continued at regular intervals since.  

In the 1970s, the emphasis was on using the CPI to adjust wages. This was reflected in 
1974, when the CPI’s conceptual framework was changed from a use framework to a 
hybrid acquisition/payment framework as a result of recommendations made by the 1971 
CPI Revision Advisory Committee. During this period and into the 1980s, wage 
bargaining took place at a national level and in a high-inflation environment. The CPI was 
seen as a key indicator of the level of wage adjustment required to maintain the 
purchasing power of incomes. 

A change in focus occurred in the late 1980s and early 1990s with the widespread 
adoption of inflation targeting by central banks. After the Reserve Bank Act 1989 and 
Employment Contracts Act 1991 were passed, the CPI’s use as an inflation indicator 
became more important than previously. This eventually resulted in changes to the 
design of the CPI, to make it better suited for inflation measurement. These changes 
were the result of recommendations made by the 1997 CPI Revision Advisory 
Committee, which were implemented in the September 1999 quarter. 

The 2004 Revision Advisory Committee recommended maintaining a single index 
designated the ‘CPI’, but recommended creating additional indexes that were 
conceptually better suited to measuring changes in the cost of living of population 
subgroups. This recommendation was not implemented due to resource constraints. 
However, significant improvements to CPI methods and practices were made with the 
implementation of other recommendations from the 2004 committee. These included 
improving the classification structure and elementary aggregation of prices, and 
undertaking an integrated sample review of CPI items, regions, field outlets, and brands. 
A full list of the recommendations made by the 2004 committee, and a summary of 
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Statistics NZ’s progress on implementing those recommendations, can be found in 
chapter 4 of Consumers Price Index Advisory Committee 2013 Background Paper.

http://www.stats.govt.nz/~/media/Statistics/browse-categories/economic-indicators/CPI-inflation/2013-CPI-review-advisory-committee/cpi-committee-2013-background-paper.pdf
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4 Topics for review 

This section provides an overview of the different topics that the committee discussed. It 
reiterates the recommendations summarised in section 2. 

Principal purpose, and scope and coverage 
Background 
At the broadest level, there are three main uses of a CPI: 

• as an inflation index – either for the household sector, or as a proxy for the wider 
economy; a CPI is widely used by central banks to inform monetary policy setting  

• as a compensation index – to compensate for increases in the cost of living, by 
adjusting (indexing) government transfer payments, income tax thresholds, wages 
and salaries, or other payments 

• as a deflator – to derive (constant-price) volume series of household consumption 
expenditure (HCE) in the national accounts. 

The primary purpose of a CPI determines how the index is designed. Two interrelated 
aspects of the design of a CPI are the: 

• conceptual framework 

• scope and coverage. 

The ILO resolution concerning CPIs describes three conceptual frameworks that are used 
to underpin a CPI’s design:  

• acquisition 

• payment  

• use.  

The ILO resolution considers the acquisition framework the most appropriate for an 
inflation indicator, as it reflects changes in the prices of goods and services actually 
acquired by households in monetary transactions and excludes interest payments. The 
payment and use frameworks are viewed as being conceptually more appropriate for 
income compensation purposes. The use framework is also conceptually more suitable 
for deflating household consumption expenditures in the national accounts, because of 
the treatment of owner-occupied housing. 

Scope and coverage refers to the transactions that are included in the index. The scope 
and coverage can be broken down into three aspects: 

• reference population  

• types of goods and services 

• place of acquisition.  

Uses of the CPI 

Since the late 1990s, the purpose of the New Zealand CPI has been to measure inflation 
and the primary use of the index has been to inform monetary policy setting. The CPI is 
also widely used as a compensation index (to adjust government transfer payments, and 
wages and salaries) as well as a deflator to help derive constant-price volume series, 
such as gross domestic product (GDP) and retail trade sales. 

The current design of the CPI highlights some of its different uses. Some of the CPI’s 
design features are influenced by the emphasis on inflation targeting, while others are 
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conceptually better suited to a compensation index. This makes the CPI more of a 
‘general purpose’ CPI, rather than a CPI that is optimally suited for one use or the other. 

The New Zealand CPI is based on an acquisition framework, and has been since a 
recommendation from the 1997 CPI Revision Advisory Committee was implemented in 
the September 1999 quarter. This framework is suited to an index where the purpose is 
to measure inflation. 

The reference population of the New Zealand CPI is New Zealand-resident private 
households living in permanent dwellings. Overseas visitors and New Zealand residents 
living in non-private dwellings (eg rest homes, prisons, student hostels, or boarding 
houses) are excluded from the reference population. In theory, an inflation index should 
encompass total final consumption expenditure, including that by visitors from overseas 
(eg tourists) and by non-private households. 

Goods and services covered in the CPI 

The types of goods and services covered by the index are those transacted at market 
prices, government charges (eg local authority rates), and services partly or fully 
subsidised by government (eg health and education) and transacted at non-market 
prices. Expenditure on interest, residential sections, and investments are excluded. In 
principle, an index designed solely for the purpose of informing monetary policy setting 
would include only those prices that are determined by market factors, while a 
compensation index would include both market and non-market transactions as well as 
interest charges.  

The New Zealand CPI covers only goods and services purchased by the reference 
population while in New Zealand. This includes purchases made from overseas vendors 
via the Internet or mail order. Purchases made by the reference population while 
overseas are currently excluded from the index. This coverage aligns with that 
recommended by the 1997 CPI Revision Advisory Committee, which stated that only 
goods and services purchased in New Zealand should be included in the CPI.  

Submissions to the committee 
Three submissions addressed the topic of the CPI’s principal purpose.  

Jim Bennett’s submission suggested reviewing the inclusion of cigarettes and tobacco in 
the CPI, as price changes for these goods are generally influenced by government policy, 
rather than market factors. 

The Reserve Bank’s submission advocated for maintaining a single CPI, using the 
acquisition framework, and for any additional indexes to be published as analytical series. 
The Bank’s submission was in favour of producing more analytical series, and expressed 
interest in a series using an imputed-rents measure for owner-occupied housing. In 
regards to the scope and coverage of the CPI, the Bank was in favour of retaining 
purchases made by the reference population from overseas via the Internet, and 
suggested investigating the inclusion of expenditures by people in rest homes, due to 
their increasing significance.  

Te Puni Kōkiri’s recommendation acknowledged the current principal purpose of the CPI 
– to measure inflation for monetary policy purposes – and hence that the CPI should 
retain the acquisition framework. Te Puni Kōkiri’s submission strongly supported the 
publication of indexes for ethnic subgroups, on a payment framework. The submission 
suggested branding these indexes separately to the CPI, to avoid any potential 
confusion. 
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Committee discussion 
The committee agreed that it was important to distinguish between the principal use of 
the CPI and the CPI’s purpose.  

The committee acknowledged the CPI’s use in high profile settings, such as wage 
negotiations, and indexing government transfers (eg welfare payments and excise taxes), 
and that the principal use of the CPI is to inform monetary policy setting. 

The committee recognised that a CPI can be designed in different ways to suit different 
uses, and that no single CPI design could suit all uses. The idea of multiple indexes was 
discussed, but the committee saw significant benefit in maintaining a single index 
branded as the ‘CPI’. Some members of the committee thought that an alternative CPI, 
such as an all-households payment-based CPI, could be potentially confusing to users. 
This is because it could be perceived as a ‘competing’ measure, which may affect public 
perceptions of monetary policy setting.  

The committee agreed that the purpose of the CPI should remain to measure inflation in 
the household sector, and that the CPI should retain the acquisition framework, as this is 
the most appropriate for this purpose.  

Scope and coverage 

The committee also considered the scope and coverage of the CPI. The inclusion of local 
authority rates and other goods and services that experience price change largely due to 
non-market factors was discussed. The committee thought it was appropriate to include 
these expenditures in an acquisition-based CPI, and that they should remain in scope. 
While it may not be optimal to include these expenditures for inflation targeting, some 
members noted that the Reserve Bank was well placed to account for price changes of 
these goods and services, and that the credibility of the index in the eyes of the wider 
public could be reduced by excluding these types of expenditure. 

The inclusion of households living in retirement communities was also discussed. The 
committee felt this was important, given New Zealand’s aging population. A distinction 
was made between private households living in self-contained units within retirement 
communities (eg retirement villages), and people living in communal facilities within 
retirement communities (eg hospitals and rest homes). It was recognised that the former 
are included within the scope of the CPI, whereas the latter are not. The committee was 
concerned about the potential risk of expenditures made by some private households 
living within retirement communities being left out of the Household Economic Survey 
(HES), as they may be hard to identify and survey, or inadvertently considered out of 
scope.  

Similarly, the committee acknowledged that there is a ‘transition’ phase where private 
households living within retirement communities gradually transition towards living in 
communal facilities. The committee asked for this to be looked at, to ensure the correct 
coverage. 

Overseas purchases 

The committee also discussed the inclusion of purchases made by the reference 
population from overseas retailers via the Internet. The committee agreed that these 
should remain in scope.  

The committee then discussed purchases made by the reference population while 
overseas. Some members of the committee felt that the scope of the CPI should ideally 
be extended to include purchases made by the reference population while overseas, so 
that the index would include all acquisitions made by the reference population. These 
members noted that overseas expenditures are difficult to influence with monetary policy, 
but felt that including them would enhance the index’s credibility. Other members felt that 
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the inclusion of expenditures made while overseas would be at odds with the CPI’s 
principal use of informing monetary policy setting, which would ideally only include 
purchases made within New Zealand. The committee did not reach consensus on 
whether or not these expenditures should be included in the CPI, and recommended that 
Statistics NZ seek feedback from the CPI user community.  

The committee also acknowledged that there would be practical challenges in measuring 
expenditures made by households while overseas. One challenge the committee 
recognised is estimating robust expenditure weights, which could potentially be derived 
from the HES. Another challenge would be developing suitable price indicators. The 
committee recognised that this could be done using exchange-rate adjusted price 
indexes from overseas CPIs, or by using package holiday costs pre-paid in New Zealand 
as a proxy, which are already included in the CPI. The committee recommended that 
Statistics NZ investigates these challenges, to see if it would be feasible to include 
spending while overseas, as part of the process of seeking feedback. 

Recommendations 

Principal purpose 
Recommendation 1:  

i. That the purpose of the CPI remains to measure inflation experienced by the 
household sector. 

ii. That the principal use of the CPI remains to inform monetary policy setting. 

iii. That the CPI continues to be based on an acquisition framework. 

iv. That there continues to be one index branded as the ‘CPI’. 

In making this recommendation the committee acknowledges the CPI’s wide range of 
other uses, such as adjusting (indexing) a range of public and private payments, and that 
the design of the CPI is a compromise between the principal use and these other uses. 
The committee also acknowledges the range of potential uses of price information in 
general, including measuring the purchasing power of money incomes of particular 
groups in society.  

Scope and coverage 
Recommendation 2:  

i. That the reference population of the CPI remains New Zealand-resident private 
households living in permanent dwellings.  

ii. That Statistics NZ reviews the sampling frame of the Household Economic Survey 
to ensure appropriate coverage of the reference population.  

iii. That particular attention be given to in-scope private households living within 
retirement communities, and households transitioning towards out-of-scope 
communal aged-care facilities. 

Recommendation 3:  
i. That the expenditures of New Zealand-resident private households covered by 

the CPI continue to include local authority rates (and similar goods and services), 
purchases from overseas vendors via the Internet, and overseas travel costs pre-
paid in New Zealand.  

ii. That Statistics NZ seeks feedback on whether it is appropriate to extend the 
scope of the CPI to include purchases made by the reference population while 
overseas, and whether it would be feasible to do this without compromising the 
timeliness and quality of the index. 
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Consumer price change for population subgroups 
Background 
The 2004 CPI Revision Advisory Committee concluded that the headline measure of the 
index, branded as the ‘CPI’, should remain an acquisition-based index (recommendation 
1) and that a supplementary index (or indexes) should be produced that would be more 
suited conceptually to measuring changes in households' cost of living. It was noted that 
the supplementary index (or indexes) should take account of changes in the cost of living 
for different population subgroups.  

Te Puni Kōkiri expressed interest in an index of consumer price change for Māori 
households as part of the public call for topics for the 2013 CPI Advisory Committee. 

Statistics NZ’s Strategic Plan 2010–20 states that, in keeping with the Treaty of Waitangi, 
Statistics NZ will recognise the uniqueness accorded Māori as tangata whenua. One of 
the desired outcomes of the organisation’s Strategic Priority 1 (Lead the Official Statistics 
System so that it efficiently meets the country’s needs for relevant, trustworthy, 
accessible information) is that decision-making in the Official Statistics System is well-
informed and responsive to Māori statistical needs and interests. Another desired 
outcome of Strategic Priority 1 is that Statistics NZ produces high-quality official statistics 
that are relevant to Māori, and promote the recognition and consideration of Māori needs 
and aspirations across the Official Statistics System. 

Statistics NZ undertook a feasibility study on producing indexes for population subgroups. 
An empirical investigation used currently collected data. The following three population 
subgroupings were considered: 

• ethnic groups (including Māori households) 

• recipients of government transfer payments (superannuitants and beneficiaries) 

• income groups. 

The study found that many population subgroups have expenditure weights that differ 
from the all-households expenditure weights (using information from the 2006/07 and 
2009/10 Household Economic Surveys). Over the study period (2008–12), differences in 
expenditure patterns resulted in statistically significant differences in consumer price 
change for some population subgroups compared with all households. The HES sample 
sizes are relatively small for some population subgroups (smallest for some ethnic 
groups) so there was insufficient statistical power to make strong conclusions about the 
precision of observed differences. 

Submissions to the committee 
Two submissions addressed the topic of consumer price change for population 
subgroups. 

Grey Power’s submission supported the production of ‘cost of living’ indexes, similar to 
those suggested by the 2004 CPI Revision Advisory Committee. 

Te Puni Kōkiri, strongly supported the publication of indexes for ethnic subgroups, 
published annually on a payment framework. The submission also supported the idea of 
publishing expenditure weights for the different ethnic groups, to provide insight into 
spending patterns, and investigating the suitability of the HES for producing indexes for 
small population subgroups, such as Māori. 

Committee discussion 
The committee supported the publication of indexes for population subgroups and 
recognised that there was a need for measures of consumer price change that took into 
account the unique spending patterns of population subgroups. 
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The committee welcomed the analysis in the feasibility study. There was discussion of 
the differences in expenditure weights and price change calculated for the population 
subgroups considered in the feasibility study. This included consideration of the precision 
of the results, given the current HES sample sizes for population subgroups.  

The committee discussed the potential uses of these indexes. Different views were 
expressed as to which population subgroup indexes would be most useful. Wage and 
salary earners were suggested as another useful population subgroup to investigate. The 
committee felt it was not in a position to determine which population subgroups indexes 
should be produced for, but recognised Statistics NZ’s strategic focus on producing 
relevant statistics for Māori. The committee agreed that user groups should be consulted 
to help determine which subgroups indexes are needed for, the specific branding of the 
indexes, and the frequency of their publication. 

The committee agreed that a payment framework was the most appropriate for 
population subgroup indexes. A payment framework was seen as being conceptually 
better suited for a potential use of population subgroup indexes, to maintain the 
purchasing power of the incomes of those subgroups. While an acquisition framework 
was viewed as being better suited to an all-households measure of price change, the 
committee had difficulty reconciling this framework with the stated requirements for 
population subgroup indexes, and recognised that it would also prove difficult to 
implement in practice.  

The committee also discussed the suitability of the HES for producing indexes for 
population subgroups. The committee supported the publication of population subgroup 
indexes using the HES in its current form, provided that the indexes were of fit-for-
purpose quality. The committee agreed that to aid the publication of population subgroup 
indexes, the HES should be reviewed and potentially expanded or improved to better 
capture population subgroup expenditure information. The committee recognised that this 
could be done through reprioritisation. For example, an increase in the sample size of the 
HES, or initiatives to improve HES collection methods could be funded from part of the 
savings made by reducing the number of regional pricing centres or less frequent 
collection of HES income data. It was noted that improvements to the quality of the HES 
(such as a sample size increase) could also benefit the all-households CPI weights, and 
other measures of household expenditure such as the national accounts. 

Recommendations 
Recommendation 4:  

i. That Statistics NZ provides additional indexes that reflect changes in the 
purchasing power of the incomes of particular subgroups of the population.  

ii. That these indexes be based on a payment framework. 

iii. That these indexes be branded differently to the CPI. 

iv. That Statistics NZ seeks feedback to help determine precisely what subgroups 
these indexes are required for, how they are to be branded, and how frequently 
they are to be published. The subgroups of interest may include ethnic groups 
(particularly Māori), government transfer recipients, income groups, and wage 
and salary earners.  

Recommendation 5:  
i. That Statistics NZ reviews the sample design (eg sample size) and collection 

methods of the Household Economic Survey to improve the reliability of 
expenditure estimates of the required population subgroups.  

ii. That indexes for the population subgroups be published, if they are judged to be 
of fit-for-purpose quality, whether or not changes are made to the sample design 
and collection methods of the Household Economic Survey. 
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Sampling framework 
Background 
Many choices are involved in deciding how to allocate price collection effort. Given limited 
resources, there is often a trade-off between the optimal sample allocation for the 
national CPI and the requirements for fit-for-purpose regional indexes. For example, price 
changes for lower-weighted items in smaller regions are unlikely to have a noticeable 
impact on the national CPI. Yet, they may have a noticeable effect on the indexes at a 
regional level, particularly at group level and below.  

The current design is a balance between regional and national requirements. There are 
potential options for further changes to this balance. For example, if the quality 
requirement for regional indexes were relaxed this could free up resources for potential 
alternatives – such as measures of consumer price change for population subgroups. 
Larger differences were found between indexes of consumer price change for population 
subgroups (in the feasibility study) than between the regional CPIs, for the June 2008 to 
September 2012 quarter period. 

The current sample for price collection in terms of products, and for field-collected items, 
regions, and outlets, was designed to achieve reliable measures of price change for the 
CPI reference population as a whole. Regional and outlet-type stratification are used to 
help ensure good coverage.  

Statistics NZ carried out a review of the CPI regions in 2005, in the form of a public 
consultation paper. The review investigated the possibility of moving from national 
expenditure weights to regional expenditure weights, and the possibility of changing the 
number of pricing centres where prices are collected by visiting retail outlets.  

Currently, prices for about half the CPI basket (by weight) are collected by price collectors 
visiting retail outlets. These prices are collected in 15 urban areas: Whangarei, Auckland, 
Hamilton, Tauranga, Rotorua, Napier-Hastings, New Plymouth, Wanganui, Palmerston 
North, Wellington, Nelson, Christchurch, Timaru, Dunedin, and Invercargill. The sample 
of pricing centres is selected to produce fit-for-purpose CPIs for five broad regions 
(Auckland, Wellington, rest of the North Island, Canterbury, and rest of the South Island). 
There is at least one urban pricing centre in 13 of the 16 regional council areas. 
Gisborne, Marlborough, and West Coast do not have a pricing centre. The population of 
Gisborne is represented by the Napier-Hastings pricing centre, while both Marlborough 
and the West Coast are represented  by the Nelson pricing centre. 

In addition to collecting prices directly from retail outlets, some prices (mainly for 
services) are collected via postal surveys. The survey population and sampling frames 
used for some of these postal surveys cover the whole of New Zealand (not just the 15 
urban centres used for personal visits).  

The CPI uses national expenditure weights in each of the 15 regions that prices are 
collected from. This treatment assumes that the relative proportion of expenditure on 
each good and service tracked in the CPI is the same in each pricing region. An 
alternative approach is to use regional weighting, where individual goods and services 
have a different relative weight in each region, based on regional expenditure patterns. 
For example, relative expenditure on electricity may be higher in regions that have a 
colder climate. This would be reflected in the weights with a higher relative weight for 
electricity in those regions than in warmer regions. 

In principle, Statistics NZ is in favour of adopting regional expenditure weights. However 
the 2005 review of CPI regions found little evidence that this would improve the accuracy 
of the national CPI. As a result, regional expenditure weights have not been implemented 
in the CPI.  
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The number of pricing centres also remained unchanged, as it was decided that reducing 
the number of regions that prices are collected from could affect some users’ perceptions 
of how credible the CPI is as a national measure of price change. Instead, price collection 
was reallocated to more closely align with the population shares of each region. This was 
carried out as part of an integrated sampling review, recommended by the 2004 CPI 
Revision Advisory Committee, and carried out in 2006. The sample of retail outlets that 
price collectors visit was reselected, resulting in price collection being re-allocated more 
towards larger regions.  

Another recommendation the 2004 CPI Revision Advisory Committee made was that 
Statistics NZ should “seek to develop regional spatial indexes”. Statistics NZ 
commissioned a research report, which concluded that a conditional cost of living index 
constructed under a use framework would appear to be most appropriate. These indexes 
have not been implemented due to funding constraints, and in recent years there have 
been limited enquiries about regional differences in the cost of living. 

Submissions to the committee 
Two submissions addressed the topic of the sampling framework. 

Grey Power’s submission expressed support for regional-spatial cost of living indexes, 
published on an annual frequency for the calendar year, to help monitor local government 
and inform regional planning. 

The Reserve Bank said it had more interest in regional indexes than previously, in light of 
the Canterbury earthquakes and housing price pressures in Auckland. 

Committee discussion 
The committee discussed regional expenditure weighting. In a previous study, Statistics 
NZ had demonstrated that there was very little difference between an ‘All groups CPI’ 
constructed using national expenditure weights or regional expenditure weights, over the 
period looked at. However, some members of the committee raised the point that 
differences could still occur in the future and that this topic should be revisited. 

The committee acknowledged that using regional expenditure weights is considered to be 
international best practice, and that regional expenditure weights would provide more 
robust regional indexes. The committee also recognised that since the HES is designed 
to give regional expenditure estimates for the five broad regions, the data was available 
to produce regional expenditure weights. For these reasons, members of the committee 
agreed that Statistics NZ should adopt regional expenditure weights for the five broad 
regions.  

The committee also discussed the number of pricing centres in the CPI, and the value of 
maintaining 15 regional pricing centres. The committee emphasised that the national CPI 
should be top priority. To strike an appropriate balance between the accuracy, relevance, 
scope, and coverage of the CPI and related measures, it was agreed that the number of 
pricing centres could be reduced in order fund other CPI initiatives (such as 
improvements to the HES sample design, and the production of indexes for population 
subgroups), without unduly compromising the quality of the national All groups CPI.  

The committee then discussed the possible issues of perception if the number of regions 
was reduced. It was decided that reducing the number of regions by between three and 
five would be feasible, and not affect the perception of the CPI’s quality. The potential use 
of retail transaction data to measure price change in the CPI may also help mitigate this 
change, as the data may have close to full national coverage, and include transactions on 
goods in regions not currently sampled in the CPI. 

  



Report of the Consumers Price Index Advisory Committee 2013 

 20 

Recommendations 
Recommendation 6:  

i. That Statistics NZ changes from using national expenditure weights for each 
region to using regional expenditure weights for the five broad regions used to 
design the Household Economic Survey sample (based on expenditures by 
households in the Auckland, Wellington, rest of the North Island, Canterbury, and 
rest of the South Island regions) provided this is feasible to implement. 

Recommendation 7:  
i. That Statistics NZ reduces the number of regional pricing centres in which price 

collectors visit retail outlets from 15 currently, to between 10 and 12, in order to 
fund other CPI-related initiatives such as:  

o improving the sample design and collection methods of the Household 
Economic Survey 

o producing indexes for population subgroups 

o producing seasonally adjusted analytical CPI series 

o assessing the feasibility of, and interest in, regional-spatial indexes.  

In making this recommendation, the committee sought to strike an appropriate balance 
between the accuracy, relevance, scope, and coverage of the CPI and related measures. 

Recommendation 8:  
i. That Statistics NZ assesses the feasibility of, and interest in, periodically 

compiling a spatial price index that compares price levels across regions at a 
point in time. 

The committee acknowledges that there is interest in understanding differences in price 
levels experienced by households in different regions and across different population 
subgroups, given the impact this has on the purchasing power of household incomes.  

Frequency of weight updates 
Background 
New Zealand’s CPI is reweighted once every three years, on average. This reweighting 
frequency is well within the ILO’s recommendation of at least once every five years, and 
is around the middle of international practice. 

Regular CPI reweights help to maintain the relevance of the index by reducing the effect 
of households substituting towards goods and services showing low relative price 
change, known as commodity substitution. Commodity substitution can cause the CPI to 
overstate price change. For every 0.1 of a percentage point that the CPI overstates true 
annual inflation, there is a potential adverse impact of about $20 million on central 
government fiscal net transfers of $19.9 billion ($22 billion of spending less $2.1 billion of 
revenue). It has been shown that the cumulative cost could quite quickly run in to the 
hundreds of millions of dollars if the CPI were not reweighted three-yearly. The more 
frequently the CPI is reweighted the less effect commodity substitution will have on the 
index. 

The choice to reweight every three years is for practical reasons, balancing fit-for-
purpose quality requirements, resource constraints, and respondent load. More frequent 
reweights would be expensive. This is due to the time and resources required to collect 
comprehensive information on household spending and turn this information into CPI 
expenditure weights, and the relatively high respondent load for people completing the 
HES.  
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Comprehensive information on household spending patterns is only available every three 
years, when HES results become available. The HES expenditure module runs every 
three years to coincide with CPI reviews, as it is the main source of CPI expenditure 
weights. However, for some goods and services, information from other sources is 
available more frequently. Administrative data sources provide information for some 
goods and services, and retail transaction data is potentially available for supermarket 
groceries and consumer electronics. 

Currently, CPI expenditure weights (or rather, the underlying quantities) are held fixed 
between reweights, down to the 108 categories at the class level of the classification. 
Quantity shares below this level are monitored. They may be adjusted where necessary 
to reflect volume-related shifts in the relative importance of goods or services within the 
108 expenditure classes between three-yearly reweights. In practice, this has been done 
only occasionally. 

Retail transaction data and administrative data could be used to update some CPI 
weights on a more frequent basis. This could improve the relevance of the index, 
particularly for higher-weighted areas such as audio-visual equipment, and cigarettes and 
tobacco, where low/high relative price changes are associated with high/low relative 
quantity change. 

Retail transaction data is potentially available for supermarket groceries and consumer 
electronics. This data potentially allows superlative index formulae, such as the Fisher or 
Törnqvist index, to be used. A superlative index is one that utilises both current- and 
reference-period quantity shares symmetrically, which results in substitution between 
products being accounted for appropriately in the index. 

Weights for some other goods and services could be updated annually. This could be 
done for items where administrative data is available. This would be an explicit weight 
update, rather than occurring implicitly when the price and quantity data enter the index 
calculations. 

Updates to CPI weights could occur within expenditure classes (consistent with current 
practice) or they could happen at higher levels of the index. 

Submissions to the committee 
Two submissions addressed the topic of the frequency of weight updates. 

The Government Superannuitants Association submission discussed how quickly new 
goods and services are included in the index. The submission stated that some new 
goods and services (for example, new administrative fees) represent a price increase for 
consumers, and stressed that if they are not included when they are first introduced, this 
initial price increase may not be reflected in the CPI. 

In its submission, the Reserve Bank stated that three-yearly reweights were still 
appropriate, and that retail transaction data would help the CPI to maintain relevance 
between reweights.  

Committee discussion 
The committee discussed the frequency of full CPI reweights. There was strong support 
from committee members for maintaining three-yearly reweights. It was thought that 
although four-yearly reweights would still be within international best practice, it would be 
a step back, and make it hard to return to three-yearly reweights if necessary. The 
committee agreed that given results of the retrospective superlative index (which shows 
that, on average, the effect of commodity substitution on the CPI is about 0.1 of a 
percentage point per year), there was not a need to update weights more frequently. 
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The committee also discussed reweighting parts of the CPI between regular three-yearly 
reweights. There was a consensus that quantity weights should remain fixed at the 
published (class) level between reweights, as updating weights at this level would be 
based on data that was not complete (for example, data may be available for reweighting 
grocery food, but not restaurant meals and ready-to-eat food, or may not provide 
sufficient demographic information for population subgroup reweights). This could lead to 
concerns about the fitness for purpose and coherence of the higher-level weights. 

The committee stated that CPI weights at or above the class level should only be 
adjusted between three-yearly reviews if a major event (such as a government 
restructuring of an industry) occurred that made the existing CPI weights irrelevant.  

The committee supported the idea of updating weights below the class level between 
three-yearly reviews to help maintain the CPI’s relevance, provided the information was 
readily available and it was cost effective to do so. 

Recommendations 
Recommendation 9:  

i. That Statistics NZ continues to comprehensively reweight the CPI at three-yearly 
intervals.  

ii. That between three-yearly reweights, the quantities underlying the CPI weights 
continue to be held fixed at the published level (class and above), unless 
extraordinary circumstances, such a major structural change to the economy, 
cause the CPI weights to lose relevance.  

iii. That below the published level, underlying quantity weights be updated between 
three-yearly reweights to account for changes in household spending patterns, 
where the right information is available and it is cost-effective to do so. 

Recommendation 10:  
i. That Statistics NZ continues to publish a superlative index on a retrospective 

basis following each three-yearly CPI review, to provide information on the effect 
of substitution on the CPI.  

ii. That Statistics NZ extends the publication of the retrospective superlative index to 
include indexes for population subgroups. 

Retail transaction data 
Background 
Many products, for example those purchased at supermarkets, have their barcodes 
scanned at the time of purchase. This retail transaction data – or 'scanner’ data – records 
prices, quantities sold, and associated information for all transactions (not just a sample) 
across the full reference period. 

From the 2006 CPI review onwards, aggregated scanner data for supermarket products 
and for consumer electronics has been used to: 

• determine the expenditure weights of some goods in the CPI basket  

• determine whether expenditure weight adjustments are required to reflect volume 
changes since the weight reference period (but before implementation of reviews) 
and, if so, by how much  

• select representative products to survey when price collectors visit retail outlets 
each month or quarter 

• ensure the mix of brands in the CPI price samples reflect market shares.  
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Since 2008, Statistics NZ has been actively researching the potential of using more-
detailed scanner data for directly estimating price change for products sold through 
supermarkets, and for consumer electronic products. The focus has been on determining 
appropriate methods. Traditional index formulae are problematic when applied to scanner 
data for two reasons: 

• prices and quantities are volatile, due to discounting and seasonality 

• there is a high level of ‘churn’ – ie new products entering and old products leaving 
the market. 

Statistics NZ has collaborated with Statistics Netherlands by empirically testing a new 
index method for measuring price change using scanner data. The method expands on 
the current benchmark method for scanner data, which can be biased. Current research 
suggests this method appears feasible to implement for consumer electronics scanner 
data. However, because it requires extensive use of product characteristic information, it 
is unlikely to be able to be fully implemented for supermarket scanner data, where 
information on product characteristics is more limited. Research is still underway into the 
most appropriate pricing methods to use for supermarket scanner data – in particular, 
there is a requirement to ensure that when package sizes change, appropriate quality 
adjustments are made.  

Submissions to the committee 
One submission addressed the topic of retail transaction data. 

The Reserve Bank’s submission supported the use of retail transaction data. The Bank 
felt that the cost of implementing retail transaction data methods would be far outweighed 
by the increased quality of the CPI. 

Committee discussion 
The committee supported the implementation in the CPI of price measures that make use 
of retail transaction data, as this would enhance the quality of the CPI. The committee 
was pleased to see that Statistics NZ is leading research in this field, and that Statistics 
NZ’s work has been endorsed internationally. 

The committee said it did not have the expertise to comment on the specific methods 
presented in the discussion paper, but noted that these methods had gained the support 
of the international community. The committee supported the use of these methods, as 
long as they continue to be endorsed internationally. 

The committee discussed issues of the security and continuity of data supply. The 
committee stressed that particular care should be taken in maintaining the security of this 
data, in order to protect Statistics NZ’s reputation. It was agreed that arrangements 
should be in place to ensure the continuity of retail transaction data supply, and that an 
appropriate back-up plan should be ready in the event that the data supply is interrupted 
and cannot be used. Another suggestion was to periodically audit prices, to ensure the 
data being supplied is consistent with prices advertised in the physical stores.  

Because of the lack of demographic data supplied with the retail transaction data, some 
committee members expressed concern that it would not be suitable to use in indexes for 
population subgroups. The committee agreed with this view, but felt that this should not 
be a barrier to implementing retail transaction data. The committee saw that the benefits 
to the All groups CPI outweighed the potential costs to population subgroup indexes, but 
stressed that care should be taken when using retail transaction data to measure price 
change for population subgroups.  
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Recommendation 
Recommendation 11:  

i. That Statistics NZ endeavours to use retail transaction (scanner) data to measure 
price change in the CPI. 

ii. That the methods used align with international best practice.  

iii. That arrangements be in place to ensure the continuity of retail transaction data 
supply.  

iv. That there is a suitable contingency plan in the event that the supply of retail 
transaction data is unavoidably interrupted. 

v. That Statistics NZ periodically audits prices in retail outlets to maintain confidence 
that the retail transaction data meets quality requirements. 

Frequency of publishing the CPI 
Background 
New Zealand and Australia are the only member countries of the OECD that do not 
produce a monthly CPI. Producing a monthly CPI is recommended by the International 
Monetary Fund in its Special Data Dissemination Standards (SDDS).  

A more frequent CPI may be useful for monetary policy oversight. Official cash rate 
(OCR) announcements are made every six weeks by the Reserve Bank. The CPI is a key 
component in deliberations on the OCR and for setting monetary policy objectives. 

On the other hand, a monthly CPI could involve a significant increase in respondent load, 
particularly if postal surveys were more frequent. Respondent load is defined by the 
OECD as “the effort, in terms of time and cost, required for respondents to provide 
satisfactory answers to [a] survey”. Statistics NZ is committed to demonstrating best 
practice for managing respondent load across the Official Statistics System.  

As part of its research for the 2013 CPI Advisory Committee, Statistics NZ investigated 
two options for producing a monthly CPI. 

The ‘full monthly’ option is where all goods and services (items) currently surveyed 
quarterly are price-surveyed monthly. The full option was estimated to have an annual 
cost of $3.3 million (including overheads) to compile and maintain relevance – about $1.3 
million more than the current quarterly CPI – and an additional $450,000 to develop and 
implement. A full monthly CPI would be of comparable accuracy to the current quarterly 
CPI. In addition, price changes would be captured sooner. However, there would be a 
significant increase in respondent load, particularly for respondents who are surveyed via 
postal questionnaire. 

The ‘spread monthly’ option, is where the pricing of the items currently surveyed quarterly 
is spread over the quarter. The spread option was estimated to have an annual cost of 
$2.6 million to compile and maintain relevance – about $0.6 million more than the current 
quarterly CPI – and an additional $400,000 to develop and implement. Quarterly results 
for a spread monthly CPI would be of equal or even slightly better accuracy than the 
current quarterly CPI, although monthly results would be less accurate than the full 
monthly option. There would be no change to respondent load.  

Submissions to the committee 
Two submissions addressed the topic of the CPI’s frequency. 

Grey Power’s submission stated that the CPI should continue to be published at the 
current, quarterly frequency. 

http://dsbb.imf.org/Pages/SDDS/Home.aspx
http://stats.oecd.org/glossary/detail.asp?ID=4457
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The Reserve Bank’s submission was in favour of a monthly CPI. The Bank’s submission 
stated that “a monthly CPI would allow the Bank to incorporate more timely information 
into the monetary policy process”. The Bank’s submission also stated that a monthly CPI 
would comply with the IMF’s Special Data Dissemination Standards, and allow for more 
timely international comparisons in other areas, such as the real exchange rate. The 
Bank’s submission supported a spread monthly option. 

Committee discussion 
The committee discussed the prospect of moving to a monthly CPI. The committee saw 
significant benefits in moving to a monthly CPI, and gave it a high priority. 

The committee agreed that a monthly CPI would allow for more timely monetary policy 
setting and measurement of real exchange rates, and that this could result in significant 
benefits to both households and businesses. The committee also recognised that a 
monthly CPI was international best practice, and that while the New Zealand CPI was of 
high quality, it failed to meet the international standards in this regard. A monthly CPI 
would also aid in international comparisons with other OECD countries, which, with the 
exception of Australia and New Zealand, all publish monthly CPIs. 

The committee also discussed which of the two pricing options it thought would be most 
suitable. The spread monthly option, where the current quarterly collection is spread over 
the months of the quarter, was seen as affordable, but also as being at one end of the 
spectrum, with the full monthly option at the other end of the spectrum. The committee 
favoured a refined version of the spread approach, but did not outline any specific details 
for refining the methodology. The committee stressed that if the spread monthly option 
were to be used, the resulting index should be reliable and trusted, and the treatment of 
items in months where no prices are collected would need to be considered carefully. 

The committee also considered the cost of a monthly CPI. It was recognised that a 
monthly CPI would cost significantly more than the current quarterly CPI. The committee 
also noted that the estimated costs of a monthly CPI were likely to be less than the 
estimates provided, as the estimates were based on the current level of price collection. 
A reduction in the number of pricing centres would reduce the additional funding required 
for a monthly CPI. Fewer additional prices would need to be collected than the original 
estimates for the full monthly option suggested, and there would be lower additional 
price-collector travel costs for the spread monthly option. 

The committee emphasised that funding for a monthly CPI should be resourced through 
additional funding only, not through reinvestment of current CPI resources (such as a 
reduction in the number of pricing centres), nor through a reprioritisation of the current 
suite of official statistics. 

Recommendation 
Recommendation 12:  

i. That Statistics NZ provides the CPI on a monthly basis and that this be accorded 
a high priority. 

ii. That the additional costs of providing a monthly CPI be resourced through 
additional funding, rather than by reprioritising existing official statistics. 

iii. That price collection for a monthly CPI be spread throughout the quarter, using 
best practice for designing the sampling framework and accounting for items not 
surveyed each month. 

iv. That in making the change to a monthly CPI, Statistics NZ ensures that the CPI 
remains reliable and trusted. 

Producing the CPI on a monthly basis would align the New Zealand CPI with international 
practice. The committee's view is that the benefits to monetary policy setting and the 
wider community of a monthly CPI would outweigh the increased costs of production. 
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Seasonality 
Background 
The CPI is made up of a basket of goods and services (items), some of which are 
seasonal in nature. Seasonal items are those that are not available in the market place 
the whole year round, or if available, they have regular fluctuations in their quantities 
and/or prices. The treatment of seasonal commodities in a CPI varies internationally.  

The current CPI headline measure is published without any seasonal adjustment of 
prices. This has been the case since the September 2006 quarter. Before then, price 
movements for fresh fruit and vegetables were seasonally adjusted. However, other items 
known to exhibit seasonality in their price behaviour (such as international air fares) were 
not seasonally adjusted.  

The change in 2006 followed a recommendation of the 2004 CPI Revision Advisory 
Committee – that Statistics NZ adopts a consistent treatment of seasonality in the CPI 
and, in particular, that all prices in the All groups CPI index should be seasonally 
unadjusted. The committee considered that seasonal adjustment was sound in concept. 
However, given that a fully seasonally adjusted CPI would ideally require revisions to 
originally published CPI movements, it could not be used as the headline CPI measure. 
For example, because the CPI is used to adjust welfare benefit rates, it would not be 
suitable to have a measure where the originally published movements are subject to 
revision, after publication. The 2004 committee recommended that Statistics NZ 
considers producing a seasonally adjusted All groups CPI as an analytical series. 
However, the committee attached a relatively low priority to producing a seasonally 
adjusted index. 

Since the change in 2006, seasonal commodities often make a contribution to the 
quarterly movements in the CPI (and monthly movements in the food price index (FPI)). 

Submissions to the committee 
One submission addressed the topic of seasonality in the CPI. 

The Reserve Bank’s submission stated that if a seasonally adjusted series were 
produced, it should be done as an analytical series. The Bank’s submission added that a 
seasonally adjusted series was a low priority, and noted that users are able to produce 
their own seasonally adjusted series if needed. The submission indicated that one 
advantage of Statistics NZ producing a seasonally adjusted series would be the 
perceived impartiality of such a series, and consistency in methodology with other 
seasonally adjusted official statistics.  

Committee discussion 
There was consensus among members of the committee that the headline All groups CPI 
should continue to be produced without seasonal adjustment. One of the main reasons 
for this is that originally published CPI movements should not be subject to revision, given 
the CPI’s use in indexing welfare benefits. A fully seasonally adjusted CPI would ideally 
require regular revision, to incorporate newer price information. 

Some members of the committee expressed the view that it was possible for users to 
create their own seasonally adjusted CPI series, and that because of this there was little 
benefit in Statistics NZ producing a seasonally adjusted series. 

A committee member asked whether seasonally adjusted series were required as inputs 
for calculating the trimmed mean and weighted percentile analytical series, as is done in 
Australia. However, it was noted that the Reserve Bank of Australia puts more emphasis 
on trimmed mean and weighted percentile measures, and that the Reserve Bank of New 
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Zealand felt no strong need to change the current methods, which use annual price 
movements for the annual trims and percentiles.  

The committee was also asked to comment on whether goods or services where prices 
are set only once a year (such as education fees and local authority rates) should be 
‘seasonally’ adjusted. Members of the committee thought that price changes for these 
items should be spread over the year (smoothed), if a seasonally adjusted series were to 
be produced. 

Recommendations 
Recommendation 13:  

i. That the headline CPI continues to be produced without seasonal adjustment.  

The committee recognises that a fully seasonally adjusted index would ideally require 
revisions to originally published CPI movements, and that such revisions are undesirable 
given the uses of the CPI. 

Recommendation 14:  
i. That Statistics NZ considers producing seasonally adjusted analytical CPI series.  

ii. That goods and services that experience price change once a year (eg local 
authority rates) be smoothed in the seasonally adjusted series. 

Disseminating CPI and FPI information 
Background 
CPI and FPI information is disseminated in different formats, including Statistics NZ 
information releases, Statistics NZ’s online time series database (Infoshare), and 
quarterly online Price Index News newsletters. 

Statistics NZ currently publishes national CPI indexes down to the class level of the New 
Zealand Household Expenditure Classification (NZHEC) where there are 108 categories, 
and for 17 selected sections (the level below class) in the food group. This is the level of 
the CPI at which expenditure weights are fixed.  

Additional, analytical CPI series are also published. These include measures of ‘core’ 
inflation, such as the trimmed mean and weighted percentile series; and other measures, 
such as the tradable and non-tradable series, and CPI less/plus certain items or 
groupings. 

Increasing use is being made of visualisation techniques to convey CPI information. This 
includes infographics and an upcoming ‘price kaleidoscope’, which will offer a dynamic 
visualisation of relative price change and the relative importance of expenditure classes 
in the index. 

Submissions to the committee 
One submission to the committee addressed the topic of dissemination of CPI and FPI 
information. 

In its submission, the Reserve Bank supported Statistics NZ’s initiatives to raise 
awareness of the CPI. The Bank’s submission also stated that more analytical series 
could be produced, and that they would be interested in an analytical CPI series that 
makes use of an imputed-rents measure for owner-occupied housing. 

http://www.stats.govt.nz/infoshare/
http://www.stats.govt.nz/tools_and_services/services/newsletters/price-index-news.aspx
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Committee discussion 
Overall, the committee was pleased with the level of detail published by Statistics NZ, 
and the publishing methods used to disseminate this information. The committee 
endorsed Statistics NZ’s current dissemination strategy, including the preservation of 
originally published CPI movements when updating the index reference number of 1000 
to a later period. The committee suggested a range of specific ideas for further improving 
Statistics NZ’s dissemination practice. These ideas included: 

• Looking for further opportunities to raise awareness of official statistics through 
using simplified CPI information for groups such as schools and the general public. 

• Working with Statistics NZ’s Māori Advice Unit to effectively communicate with 
Māori. 

• Making weights available both as percentages and as dollar amounts, and 
providing information on how to use these weights. 

• Using visual mapping tools for regional data. 

• Investigating graphing functionality on Infoshare. 

• Ensuring that files are named in a meaningful way (eg giving ‘supplementary tables’ 
a more descriptive name). 

Recommendation 
Recommendation 15:  

i. That Statistics NZ continues to expand the ways in which CPI information is made 
accessible to a range of audiences. 

ii. That Statistics NZ publishes weights not only as percentages but also as dollar 
values, for both the CPI and indexes for population subgroups. 

The committee endorses the current products and methods for disseminating CPI 
information, including the preservation of originally published CPI movements in the long-
term time series, when the index is re-referenced.  

Quality adjustment 
Background 
The ILO resolution concerning CPIs states that it is necessary to monitor the 
characteristics of the products being priced to ensure that any relevant differences can be 
identified and excluded from the estimated price change. These changes can be in the 
size, performance, or functionality of a product. Quality assessments put a monetary 
value on the change in characteristics between the old and new product, as perceived by 
the consumer. The ultimate aim of quality adjustment is to remove any change between 
periods that is caused by differences in quality and to measure only the pure price 
change. Several different techniques or methods can be used to adjust for these 
changes, depending on the type of good or service being tracked. 

Statistics NZ makes use of a range of quality adjustment techniques, depending on the 
type of product and the availability of data. Quality adjustment techniques are of two 
broad types: explicit and implicit.   

Explicit quality adjustment techniques include: 
• Quantity adjustment – to adjust for changes in pack sizes, or the amount of a 

product available for sale. 

• Expert judgement – which values the perceived dollar value of quality changes to 
consumers. 
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• Option cost – where quality adjustments are based on the market value of option 
features. 

• Regression models – where the price index is derived from the model’s estimated 
price change over time, after controlling for the changing quality composition.  

Implicit quality adjustments are used when a product is no longer available, or if an outlet 
has closed down. Implicit quality adjustments include: 

• Overlap price – where it is assumed that any price difference between the original 
and replacement product reflects a difference in quality. 

• Class mean imputation – where price change is estimated using the price change 
for similar products available in both time periods. 

• Matched sample approach – where price change is calculated from the products 
available for purchase in both time periods. 

Submissions to the committee 
One submission addressed the topic of quality adjustment. 

The Government Superannuitants Association’s submission expressed the view that the 
full value of marketed quality improvements is not necessarily perceived that way by 
consumers. The submission stated that some changes in quality, such as an increase in 
the amount of a product sold for the same price as before, may not be valued by some 
households, and so adjusting prices by the marketed value of quality change may not 
accurately represent the quality improvement received by all households. 

Committee discussion 
The committee discussed the quality adjustment techniques used by Statistics NZ. The 
committee emphasised the importance of quality adjustment in the CPI and prices 
indexes in general, and endorsed the use of quality adjustment in the New Zealand CPI. 
The committee also endorsed the range of quality adjustment techniques Statistics NZ 
uses. 

The committee discussed how quality adjustment was communicated to users, and 
encouraged Statistics NZ to take opportunities to communicate its effect, including that 
quality adjustments can result in prices being adjusted upwards (to reflect a quality 
decrease) as well as downwards (to reflect a quality increase).  

Recommendation 
Recommendation 16:  

i. That Statistics NZ continues to appropriately adjust for change in the quality of 
goods and services tracked in the CPI. 

ii. That the methods used to quality adjust prices in the CPI continue to align with 
international best practice, including hedonic regression techniques. 

iii. That Statistics NZ continues to engage with the international price measurement 
community about quality adjustment methods and practices. 

iv. That information on the quality adjustment methods used in the CPI continues to 
be made available to the general public. 
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Appendix 1: Public submissions 

Public submissions were received from: 
• Government Superannuitants Association 

• Grey Power 

• Jim Bennett  

• Reserve Bank of New Zealand 

• Te Puni Kōkiri. 
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Appendix 2: Stakeholder organisations 

The following organisations were contacted during the review process and invited to 
nominate members for the 2013 CPI Advisory Committee: 

Accident Compensation Corporation 
Age Concern New Zealand 
ANZ Bank 
ASB Bank 
Bank of New Zealand 
Business and Economic Research Limited  
Business New Zealand 
Centre for Research, Evaluation, and 
Social Assessment 
Churches' Agency on Social Issues 
Commerce Commission 
Consumer New Zealand 
Deutsche Bank NZ 
Export Institute of New Zealand 
Federated Farmers 
Federation of Māori Authorities 
First Capital NZ 
Government Superannuitants Association 
Grey Power 
Housing NZ Corporation 
HSBC Bank 
Independent Property Managers' 
Association 
Infometrics 
Inland Revenue 
Lincoln University 
Local Government New Zealand 
Manukau Urban Māori Authority 
Massey University 
M-Co New Zealand 
Ministry for Primary Industries 
Ministry of Business, Innovation and 
Employment 
Ministry of Consumer Affairs 

Ministry of Education 
Ministry of Health 
Ministry of Social Development 
Motu Economic and Public Policy 
Research 
New Zealand Bankers Association 
New Zealand Business Roundtable 
New Zealand Council of Trade Unions 
New Zealand Initiative 
New Zealand Law Society 
New Zealand Productivity Commission 
New Zealand Property Investors' 
Federation 
New Zealand Retailers Association 
NZ Contractors Federation 
NZIER 
Papakura Marae 
Population Association of New Zealand 
Property Council of New Zealand 
Real Estate Institute of New Zealand 
Research New Zealand 
Reserve Bank of New Zealand 
Te Puawaitanga Ki Ōtautahi Trust 
Te Puni Kōkiri 
The Pacific Business Trust 
The Treasury 
UBS Warburg 
University of Auckland 
University of Canterbury 
University of Otago 
University of Waikato 
Victoria University of Wellington 
Westpac New Zealand 

 


	Contents
	1 Introduction to the advisory committee
	Purpose of this report
	Overview
	Terms of reference
	Public submissions
	Acknowledgements

	2 The committee’s recommendations
	Principal purpose
	Scope and coverage
	Consumer price change for population subgroups
	Sampling framework
	Frequency of weight updates
	Retail transaction data
	Publication frequency
	Seasonality
	Dissemination
	Quality adjustment

	3 Introduction to the committee’s review
	Historical background to the CPI

	4 Topics for review
	Principal purpose, and scope and coverage
	Background
	Submissions to the committee
	Committee discussion
	Recommendations
	Principal purpose
	Scope and coverage


	Consumer price change for population subgroups
	Background
	Submissions to the committee
	Committee discussion
	Recommendations

	Sampling framework
	Background
	Submissions to the committee
	Committee discussion
	Recommendations

	Frequency of weight updates
	Background
	Submissions to the committee
	Committee discussion
	Recommendations

	Retail transaction data
	Background
	Submissions to the committee
	Committee discussion
	Recommendation

	Frequency of publishing the CPI
	Background
	Submissions to the committee
	Committee discussion
	Recommendation

	Seasonality
	Background
	Submissions to the committee
	Committee discussion
	Recommendations

	Disseminating CPI and FPI information
	Background
	Submissions to the committee
	Committee discussion
	Recommendation

	Quality adjustment
	Background
	Submissions to the committee
	Committee discussion
	Recommendation


	Appendix 1: Public submissions
	Appendix 2: Stakeholder organisations

