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Title:「Revision of the Consumer Price Index based on 2010」
□ On November 23rd (Wed.), KOSTAT held the 5th National Statistics Committee under
the chairmanship of Bahk, Jaewan, Minister of Strategy and Finance.
ㅇ The Committee deliberated and approved the CPI revision based on 2010.
□ The current CPI revision is a regular 5-year revision which aims to reflect recent economic
and social changes. Survey items and weights are fully adjusted by introducing established
international standards and advanced statistical techniques.
ㅇ Through the current revision, KOSTAT will reduce the gap between indicators and reality
of inflation, and improve international comparability.
□ Meanwhile, KOSTAT announced the application of new indices one month ahead of
schedule that consider the usefulness of statistics (i.e. real explanatory power of the CPI,
its usability as business indicators and associated indices of financial commodities).

< Major details >
□ Cities and areas to be covered were adjusted from the 2005 revision to reflect changes
in the population and business areas caused by urbanization and internal migration.
ㅇ By considering the population size, geographic location and degree of business area
formation, 37 cities were selected.
ㅇ The minimum number of survey areas was assigned to a specified population size. And
survey areas were added in cases that exceeded the standard. As a result, the number
of survey areas totaled 148 areas.
□ Out of the items of which households pay 212 KRW (one 10,000th of monthly average
consumption expenditures) or more, commodities could be continuously surveyed were
selected as survey items.
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ㅇ The number of survey items decreased by 8 items as compared to the 2005 base year
(489 items → 481 items). The number of item specifications increased by 78 specifications
as compared to the 2005 base year (876 specifications→954 specifications).
* Added Items (43): Mixed grain, triangular gimbap, cultural lesson fee, smart phone charges,
etc.
* Deleted items (21): Korean costume, camcorder, electronic dictionary, gold ring, etc.
ㅇ In particular, gold rings were excluded from survey items to reflect international standards
(SNA, COICOP, etc.) and domestic survey methodology concerning the measurement
of consumption expenditures, which contributes to statistical consistency and international
comparability.
- According to the 1993 SNA and the 1999 COICOP of the UN, jewelry and artwork for
value storage or investment purposes were classified as capital formation (assets), and
excluded from consumption expenditures.
- According to recommendations of the 1993 SNA, the Bank of Korea classified gold as
assets in the 2008 revision of National Accounts. From the 2009 Household Income
and Expenditure Survey, KOSTAT classified gold (14K or more) as jewelry (assets) on
the basis of COICOP of the UN.
□ And weights were recalculated by using consumption expenditures of the 2010 Household
Income and Expenditure Survey.
ㅇ According to recommendations of the ILO and IMF, the population of weights was expanded
from one-person or more urban households to one-person or more nationwide households
(excluding farm and fishery households) to improve representativeness.
* Change in representativeness: (2005) one-person or more urban households (81.2%)
→ (2010) one-person or more nationwide households (92.9%)
□ And KOSTAT adopted specifications in a more realistic manner to improve the statistics
of agricultural products which reflects ever-changing consumption patterns (expansion of
imported and online shopping commodities).
□ In addition, the geometric mean method currently used by many countries was partially
applied to reflect the substitution effect of specifications in cases in which items had more
than 2 specifications.
ㅇ In the CPI calculation, the ILO recommends geometric averages to alleviate upward bias
of arithmetic averages.
* ILO CPI Handbook, Chapter10 (index calculation)
The Jevons formula is generally regarded to be the most preferable method technically
for calculating elementary aggregates. It also implicitly assumes that consumers
substitute between products when their relative prices change a realistic assumption
in many cases.
□ Finally, in addition to the index excluding agricultural products and oils, KOSTAT will provide
the core CPI excluding food and energy according to the approach of the OECD so as
to improve data usability by providing various information.
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ㅇ Accordingly, in addition to agricultural products and oils, KOSTAT will exclude livestock,
fishery products, processed food, electricity and local heating expenses to enhance the
usability of core prices.
* Excluded items: Grains (6, rice), livestock (6, pork, beef), fishery products (14, croaker,
hairtail), processed food (65, jam, carbonated soft drink), electricity, briquette, local heating
expenses, etc.
ㅇ Although the OECD approach was introduced, KOSTAT continuously disseminates the
CPI excluding agricultural products and oils to enhance statistical consistency and
international comparability.

< Revision effects >
□ The year-on-year average rate over the last 10 months from January to October 2011
decreased by 0.4%p from 4.4% (based on 2005) to 4.0% (based on 2010).
ㅇ While industrial products and agriculture, livestock and fishery products have effect on
the decrease in the new indices, service on the increase in indices.
* Year-on-year average rate in Oct 2011:
{(average index, Jan to Oct 2011 - average index, Jan to Oct 2010) / (average index,
Jan to Oct 2010)}×100

< Com parison of the CPI by the base year, October 2011 >
(Year-on-year average rate over the last 10 months, %, %p)
Based on 2005 (A)
Classification

Based on 2010 (B)

Difference (B-A)

Percentage
Percentage
Percentage
Contribution
Contribution
Contribution
change
change
change

Total

4.4

4.40

4.0

4.01

-0.4

-0.39

· Agriculture, livestock and
fishery products

9.7

0.88

10.1

0.78

0.4

-0.10

6.2

1.94

4.8

1.53

-1.4

-0.41

2.7

1.62

2.8

1.70

0.1

0.08

-

-

4.2

0.20

-

-

2.7

1.62

2.7

1.51

-

-

By nature of · Industrial products
commodities · Services
· Electricity, water and
gas
· Other services

* Electricity․water․gas classified as services in the 2005 base year is newly classified as commodities on
the basis of COICOP of the UN in the 2010 base year.
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