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Abstract

New Zealand’s Producers Price Index (PPI) measures the change in the levels of producers’ prices over a period of time. The PPI is part of a suite of price measures produced by Statistics New Zealand. Indexes have been produced covering the breadth of the national economy for over 25 years. At the time this was viewed as an innovative practice in the world of price indexes.


This paper reviews the history and concepts that underpin this measure of change in producers’ prices, and gives a brief look at practices conducted by other statistical agencies around the world.

The benefits and limitations of producing this series of indexes are reviewed in greater detail, highlighting the benefits of a conceptually sound PPI that is relevant to the needs of a statistical agency. 
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1. The Producers Price Index and its place in inflation measurement in New Zealand
The range of inflation measures in New Zealand

Statistics New Zealand’s Producers Price Index (PPI) is a measure of change in the level of producers’ prices in the New Zealand economy. The PPI can be used in the analysis of inflation, in economic forecasting and in the estimation of real economic growth. The index is also used to determine the increases/decreases allowable under indexation clauses in commercial contracts. 

The PPI is one of a number of measures of inflation within the suite of price indexes produced by Statistics NZ. Other measures produced include:
· The Consumers Price Index (CPI)

· The Food Price Index (FPI)

· The Capital Goods Price Index (CGPI)

· The Labour Cost Index (LCI)

· The Farm Expenses Price Index (FEPI)

· The Overseas Trade Price Index (OTI).
A brief summary of each of these measures is presented in Appendix 1.

The PPI is published as a set of industry indexes, with separate measures for both input and output price change within each industry, as well as indexes representing both finished goods and raw materials inventories (where appropriate).  In addition, a range of selected commodity indexes are produced. The PPIs are compiled as Laspeyres price indexes, with the base weights updated periodically.
Background to the PPI

Historical timeline

In 1920, the Department of Statistics (now Statistics New Zealand) first published the Wholesale Price Index (WPI). The WPI was a measure of inflation, based on the collection of prices for wholesale goods. The WPI measured the price changes of such goods at the stage of production just before retail.
A review of the WPI was undertaken in 1975, where it was deemed that the scope of the WPI should be expanded to cover the entire economy. This decision produced many benefits, and saw Statistics NZ as an innovative leader internationally in the construction of price index statistics. The redeveloped index was first published in July 1978, under the name General Price Index, and was renamed in August 1981 to the Producers Price Index.
Since 1981, periodic reviews of the PPI have been undertaken, with the 1995–1998 review introducing the industry and index structure that remains in place today. Ongoing reviews continue to be undertaken periodically to maintain the representativeness of the weights and items priced.

Underlying concepts

The PPI was developed primarily as a set of indexes to assist in the production of the country’s national accounts. As a consequence, the indexes are based on national accounting concepts. These concepts establish boundaries for the indexes that are not necessarily appropriate for all uses. There is potential for the indexes to be misused, particularly for indexation in commercial contracts when users are not fully informed about the impact of these national accounts concepts on the indexes produced.

The PPI set of indexes cover two types: output indexes and input indexes. The PPI outputs indexes measure changes in the prices received by businesses for the goods and services they produce. The definition of output is consistent with gross output as defined by the System of National Accounts (SNA) 1993. Gross output within the SNA is equivalent to the sales of goods and services, plus net additions to stocks, plus work in progress and own account capital work (for example, buildings constructed by a company for its own use) (6.43).

The prices used to calculate the output indexes are those prevailing at the ’factory door’ (that is, prices received by the producer, or basic prices). The outputs indexes cover:
· primary products

· manufactured goods

· revenue from renting and leasing

· provision of services

· capital work undertaken by own employees

· margins on goods purchased for resale.

Excluded from the outputs indexes are:
· interest and dividends

· royalties and patent fees

· receipts from insurance claims

· government cash grants and subsides

· goods and services tax (GST) and other indirect taxes.

The SNA (6.205) defines a basic price as the amount receivable by the producer for a unit of a good or service produced as output minus any tax payable, plus any subsidy received.

Statistics NZ collects basic prices from producers where it can. The International Monetary Fund (IMF) PPI Manual (2.37) states: “While basic prices are preferred in the PPI because they represent the per unit revenue received by the producer, producer prices may have to be used when information on subsidies is not available”. In most cases in New Zealand, producers do not receive subsidies, so the basic and producers’ prices will be the same.

The PPI outputs indexes show changes in prices before the addition of indirect commodity taxes. This is similar to an ex-factory price or the revenue actually received by a producer. In practice, it is at times difficult for businesses to provide prices exclusive of factors such as freight (for example, where commodities include delivery in the sales price). For this reason, some PPI outputs prices approximate rather than measure true basic prices.

The PPI inputs indexes measure price changes in the current costs of production within the economy. This is referred to as purchasers’ prices, where the amount paid by the purchaser is inclusive of indirect taxes (less subsidies), trade margins (wholesale and retail) and transport costs. That is, the price for commodities supplied to the purchaser. The definition of current costs of production is consistent with intermediate consumption as defined in the SNA. Intermediate consumption within the SNA is the goods and services used up in the production process by a business in creating its output (6.147). It is important to note that this concept excludes expenditure on both capital and labour.

The inputs indexes cover:
· materials

· fuels and electricity

· transport and communication

· commission and contract services

· rent and lease of land, buildings, vehicles and plant

· business services

· insurance premiums less claims.

Excluded from the inputs indexes are:
· wages and salaries

· capital expenditure

· ACC levies and other government charges

· rates

· royalties, patent fees

· bad debts and donations.

Although the prices collected for commodities purchased include tax, the treatment of GST provides an exception to this general rule: GST is typically excluded when measuring changes in inputs prices. As a value-added tax, GST is recoverable and therefore, effectively not part of the ultimate inputs price.
Coherence with other economic measures

The ‘fit’ of the PPI (and other Statistics NZ measures of inflation) within the broad macroeconomic framework laid down by the SNA is summarised in Table 1. Note that this is only a high-level representation, and in practice a variety of indexes can be used within each main aggregate
Table 1
‘Fit’ of Inflation Measures to Broad Macroeconomic Framework
	Broad concept
	Inflation measure

	Production measure of GDP

	  Gross output
	PPI (outputs)

	- Intermediate consumption
	PPI (inputs)

	= Production measure of GDP (value added)
	

	
	

	Expenditure measure of GDP

	    Private final consumption expenditure
	CPI

	+ Government final consumption expenditure
	PPI (inputs) & LCI

	+ Investment
	CGPI &  PPI (inventories)

	+ Exports
	OTI

	- Imports
	OTI

	= Expenditure measure of GDP
	


Figure 2
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As well as having conceptual coherency within this broad macroeconomic framework, the industry classification used in the PPI is consistent with the industry classification used in the compilation and presentation of Gross Domestic Product (GDP) and in economic surveys conducted by Statistics NZ, such as:
· the Annual Enterprise Survey (AES)
· the monthly Retail Trade Survey (RTS)
· the quarterly Economic Survey of Manufacturing (QMS)
· the quarterly Wholesale Trade Survey (WTS).
This coherency of industry detail is useful both internally (enabling the efficient integration of source economic data within the national accounts), as well as externally, (providing external analysts and commentators with consistent industry detail).

Coverage of the PPI

The PPI inputs indexes are published for 48 industry groups within the New Zealand economy, while output indexes are published for 44 groups. Details of these appear in Appendix 2.

The IMF PPI Manual (1.177) states “…the PPI is usually limited to marketed products and thus excludes non-market goods and services.” In most cases, government-provided services would be considered to be non-market.

Output indexes are not produced for industries where the majority of output is produced by non-market producers. Industries for which outputs indexes are not produced in New Zealand include:

· central government administration and defence
· local government administration
· education
· health and community services.
The outputs of these industries consist mainly of services provided by the government, and do not have economically significant prices. The SNA 93 describes how the non-market output produced by government units and supplied free (or at prices that are not economically significant) to other institutional units or the community as a whole is valued by total production costs, including consumption of fixed capital and taxes (less subsidies) on production other than taxes or subsidies on products (6.90–6.92).
For the government-provided portion of these industries, since gross output is the same as intermediate consumption, plus consumption of fixed capital, plus compensation of employees, it makes more sense to use input PPIs (together with appropriate labour cost  and capital goods price indexes) rather than output PPIs to deflate gross output figures. Input PPIs are produced for all industries.
PPIs for these predominantly non-market industries’ market output (for example, the private provision of education and healthcare services) will be reviewed in the future.
Building block approach 

A hierarchical ’building block’ structure for the PPI indexes was introduced into the outputs index during the 1995–1998 redevelopment. Under this structure, collected prices feed into commodity indexes, which then feed into industry indexes, and finally into the all industries indexes.

A total of 405 commodity, 107 working industry, 48 industry and 3 group level indexes are created during this process. In addition, a number of other indexes were also created to meet various needs. A total of some 1,500 indexes are now calculated each quarter to produce the PPI.

An example of the building block structure for the machinery and equipment manufacturing industry is shown in figure 3.

The benefits of the building block structure include coherency with the national accounts framework, increased analytical capability, and the ability to undertake progressive reweighting. Reweighting can be done for isolated indexes at any level. Changes at the commodity index level are usually made to maintain the representativeness of the commodity indexes. 
The commodity indexes for the building blocks of the PPIs are defined to be consistent with the commodity aggregations used within the New Zealand System of National Accounts’ supply and use framework. This internal consistency aims to enable the future balancing of supply and use in volume terms through deflation and the industry-commodity level.

Figure 3
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2. Summary of international practices 
To understand how PPIs can be compared across countries, it is important to note the differences between the outputs of various statistical agencies. 

It is appropriate to compare indexes with Australia (New Zealand’s major trading partner); Finland and Ireland, due to their relative population and comparably sized economies; and Canada, as this is often seen as a benchmark statistical organisation. The Bureau of Labor Statistics (BLS) in the USA produces the most comprehensive outputs indexes, and is often referred to in the PPI manual.

Table 4 illustrates the coverage achieved by different statistical agencies.
	Cross-country comparison of Producers Price Indexes

	Country
	Frequency
	Prices
	Scope
	Formula
	Industry coverage

	New Zealand
	Quarterly
	11 000
	Inputs

Outputs
	Laspeyres fixed weight
	All industries

	Australia
	Quarterly
	4 000
	Inputs

Outputs
	Laspeyres fixed weight
	Manufacturing 

	Canada
	Monthly
	9 000
	Outputs
	?
	Raw materials Primary products 

	Finland
	Monthly
	6 000
	Outputs
	Laspeyres fixed weight
	Manufacturing 

Wholesale

Domestic supply

Imported goods

Exported goods

	Ireland
	Monthly
	7 000
	Outputs
	Laspeyres fixed weight
	Wholesale



	United States
	Monthly
	100 000
	Outputs
	Laspeyres fixed weight
	Mining 

Manufacturing Services


Source: OECD, BLS, Statistics Finland, CSO, ABS, Statistics Canada

A limitation of comparing PPIs internationally is that each country has different conceptual bases for its PPI, making comparison only a relative exercise. For example, some PPIs, such as the Australian Bureau of Statistics’ stage of production approach, are designed to be used as measures of inflation. Other PPIs, such as those of Statistics NZ’s, are primarily designed as a deflation tool within a national accounting framework. 
The most suitable use of the PPI depends on the primary purpose and underlying conceptual basis of the index.
3. Uses of the PPI

The PPI can be used in the analysis of inflation, in economic forecasting, and in the estimation of real economic growth. The index is also used to determine the increases/decreases allowable under indexation clauses in commercial contracts. The following discussion outlines some issues that are relevant to these uses.
Measure of inflation
External stakeholders typically use the PPI as a measure of producers’ inflation. Economic theory would show that a price increase seen by producers will eventually flow through to consumers. Due to the nature of New Zealand’s PPI, it is possible to identify the industries where these inflationary pressures are coming from. Knowledge of the economy will help one understand where future inflationary trends may occur.
The PPIs do not, however, purport to provide a measure of the inflationary pressures arising from all factors of production in the production process. As mentioned previously, the inputs indexes are constructed to represent the national accounting concept of ‘intermediate consumption’ (that is, the goods and services used up in the production process). One of the major costs of production for any business unit are the wages and salaries of the employees engaged in the production process, and these costs are not included in the scope of the inputs indexes. Alternative Statistics NZ inflation measures (such as the LCI) are required to understand the price pressures arising from changes in the remuneration of labour inputs.
The coherency of the PPIs with other economic statistics produced by Statistics NZ makes it easier for key stakeholders (including the Reserve Bank of New Zealand and other major financial institutions) to estimate underlying volumes when paired with current price production (and intermediate consumption) data.
Use in deflation
Statistics NZ’s national accounts are compiled using both input and output PPIs to help calculate volume estimates of GDP. PPI outputs indexes are used to deflate gross output current price values by industry, while inputs indexes are used to deflate intermediate consumption current price values. As all industries are covered by the PPI, and both the national accounts and PPI index structures are based on the same Australian and New Zealand Standard Industrial Classification (ANZSIC) framework, the use of the appropriate PPI sub-index for deflation purposes within Statistics NZ’s national accounts is, in theory, a simple process.
As previously mentioned, the building block structure underlying the PPI can also enable the future construction of balanced national accounts volume measures within an industry/commodity supply and use framework.

Subsets of the PPI are also used to provide deflators for other Statistics NZ current price estimates (for example, subsets of the PPI are used to deflate quarterly sales from the QMS, as well as quarterly sales from the RTS).

Contract indexation
The PPI is produced mainly for use in the calculation of New Zealand’s national accounts, and concepts drawn from this system (such as gross output) may not necessarily match the exact requirements for an indexation clause in a business contract. However, the national accounts concepts provide a solid, stable foundation for measurement.

The PPI is subject to revision, but only for significant errors. A significant error is usually defined to be more than three index points (+/- 0.3 percent) at the published level with revisions of lower level indexes not necessarily leading to revisions at higher levels. Any revision is indicated by an ’R’ beside the revised number in published tables. The need to minimise revisions for use in indexation clauses is balanced against the requirements for other uses, such as economic analysis and national accounts deflation where accurate, up-to-date information is required. In practice, revisions are infrequent.

Periodically, the PPI is also subject to industry classification changes, although in general they occur infrequently and users are notified in advance before the change occurs. A change in the classification is likely to mean that an index series is discontinued or is produced parallel to the new series. All indexes are also subject to re-expression, although changes to the expression base occur infrequently.
As the PPI is produced mainly for use in the calculation of New Zealand's national accounts, concepts drawn from this system (such as intermediate consumption) may not necessarily match the exact requirements for an indexation clause. For example, indirect taxes such as road user charges are excluded. This may limit the use of the road transport inputs index in measuring the costs of road transport. Furthermore, the indexes exclude labour and capital expenditure. The Labour Cost Index and Capital Goods Price Index may need to be used if these components are required.
4. Benefits and limitations of Statistics NZ’s approach

New Zealand is one of the only countries in the world to produce an economy-wide set of PPIs. There are many key benefits to these, while there are also some acknowledged limitations/issues.
Benefits

A key benefit to Statistics NZ’s approach to the development of the economy-wide PPIs is its coherency with other Statistics NZ’s economic indicators. When the conceptual basis of the outputs and inputs indexes is consistent with national accounts definitions of gross output and intermediate consumption, respectively, it is easier to integrate the PPIs into the core national accounts volume estimation process.

With consistent underlying industry definitions (based on ANZSIC), the PPI can be used by internal and external users coherently with other economic measures produced by Statistics NZ.

The building block approach allows the PPI to be used in the national accounts as a deflation tool at commodity, sub-industry, and industry level. A key example of this can be seen in the supply/use tables, where commodity and industry classifications correlate directly with the structure of the PPI. The building block approach also facilitates the periodic reweighting of either industry or commodity indexes as circumstances require.
When combined with other data released by Statistics NZ, external users are given the opportunity to produce their own estimate of volume measures of economic indicators, whether it is at a higher level, or in a requested lower-level series.
For contract indexation purposes, a full set of indexes allows for the appropriate use of indexes in a variety of situations, including service industries. This is an area that is not possible in many other countries due to the lack of appropriate indexes. Lower-level indexes are available to users upon request, depending on quality and confidentiality constraints.
Limitations

A true price index measures the change in the level of the market price of a good or service over a period of time. While the pricing of market transactions for goods is relatively straightforward, pricing for services and indirectly-charged services can pose some difficulties. In addition, as the PPIs are based on national accounts concepts, the definition of what is produced can sometimes pose measurement issues for the pricing statistician.
Pricing measurement issues may exist in the following areas:

· services

· margins for wholesale and retail industries

· insurance and financial intermediation service charges

· ownership of owner-occupied dwellings notional industry.

Services

Services can be difficult to price reliably. They may be unique and have to be treated like new products (for example various consultancy services) or they can be tailored or bundled in different ways for different users. Many services are not usually consistently defined over time. This implies complexity and high costs for price measurement, both in calculation and in respondent burden. Due to the possible inaccuracies of this measurement, some countries do not produce this measure as part of their PPIs.
Wholesale and retail industries

Margin pricing is another difficult area. The output within the wholesale and retail industries is the service provided to the customer – that being the marketing functions necessary to allow consumers access to various goods (IMF 10.167). 
Since the PPI is constructed using the national accounts concepts of gross output and intermediate consumption, the output of distribution industries is defined as the margin on goods traded. This poses difficulties for developing a price index for the outputs of this industry.

The output price index should in fact be seeking to price the margin that the distributor is making on sales of traded goods. Wholesalers/retailers will hold stocks of traded goods over different time periods, and it is often not possible for them to supply both the selling price and the corresponding purchase for the particular good sold. As a practical solution, the PPI uses the gross selling price of the good in question as a proxy for the margin. This approach makes the implicit assumption that the margin remains a constant proportion of the gross selling price of the good. While over the longer term such an assumption may be justifiable, in the short to medium term, the margin as a proportion of the gross selling price may in fact vary. This could happen, for example, when a wholesaler/retailer keeps its selling price constant despite an increase in the purchase price for the good in order to maintain or increase market share.

Insurance services
The PPI manual (IMF, 10.240) states “The primary output of the property and casualty insurance industry is the assumption of risk (transfer of risk from the policyholder) and financial intermediation.” The manual (IMF, 10.242) goes on to say “A given policy lists the events for which restitution would be made to the policyholder and the attending payment levels. These can be viewed as the amount of risk being transferred to the insurer.” From this we infer that the value of the potential claims can be used as an indicator of the level of risk associated with the policy set.

The flows within the insurance industry can be volatile, and are affected by a number of events (fires, earthquakes, floods, etc). To avoid this volatility, we can obtain service charge weighting data from aggregate insurance industry data. The percentage of actual premiums not paid out as claims can be calculated, and this percentage can be applied to the actual premiums paid by individual firms to get their expenditure on the insurance service charge.
In theory, the price which should be collected is that of the risk absorbed by the industry, the service charge. However, it is not viable to survey an insurance company asking for their service charge (in the same way that it is not viable to survey a retailer asking for margin data on a particular commodity). The price for the insurance service charge is treated in a similar manner to pricing margins within the wholesale and retail trade industries (see above), by which the gross premiums are used as a proxy for the insurance service charge.
Financial intermediation services indirectly measured (FISIM)

A significant proportion of income received by financial institutions is attributable to their provision of financial intermediation services. The PPI Manual (IMF, 10.201) defines financial intermediation as the provision of services associated with the matching of savers and investors. Banks will typically charge a higher rate of interest to borrowers than to those who hold their savings with them, and as such, are adding value in the provision of the service being offered. This is similar in many ways to the margins charged by the retail and wholesale industries.
In general terms, the gross margin (expressed in percentage terms) earned by financial intermediaries each quarter is calculated, and this is applied to an inflation-adjusted base period value of borrowing. The general idea is that we are seeking to measure the price of FISIM as the effective charge made by financial intermediaries for supplying an intermediation service on funds sufficient to purchase a base year's ’bundle’ of goods and services. As default, the measure used to rate forward this base year's expenditure is the all groups CPI published by Statistics NZ. There is some potential to improve upon this methodology by using a deflator other than the CPI, which would more accurately reflect the goods/services for which funds are being borrowed to purchase.
While this suffices for the measurement of the output of financial intermediaries, it does not distinguish between the service consumed by the borrower, and that consumed by the depositor. Consequently, consumption of FISIM is not currently included within the scope of the various industry input indexes.
Ownership of owner-occupied dwellings

Households that own and occupy their own dwelling are formally treated as owners of unincorporated enterprises that produce housing services consumed by the same household (SNA 6.89). As this is viewed as an industry within the national accounts, an index is produced for this within the set of PPIs. According to the SNA, the most appropriate way of measuring this industry is by valuing the output of the industry similar to that of rental accommodation. In Statistics NZ’s PPI (and the NZ national accounts) this price is imputed by using the figure for rental properties collected within the CPI.

Including this ‘implicit’ price for a non-market ‘notional’ activity within the PPIs means that the aggregate PPI is a mix of both directly collected prices and notional imputed prices.
Aggregated PPI figure

The PPI manual (IMF, 2.45) states that “It is desirable to produce aggregated PPIs on a net sectoral basis. When using gross sectoral indexes, there is a problem with multiple counting of price change as products flow through the different production processes—this occurs where the output of one industry is used as an input into another industry within the same sector of PPI aggregation.” This implies that net output weights should be used. However, the PPI manual then goes on to say “Gross sectoral indexes, however, also provide valuable information and are useful for deflating the total turnover of industries, which by definition is on a gross basis.” It seems, therefore, that the choice of output weights will depend on the primary purpose of the index.
The gross output weights concept means that the values of all outputs within an industry are included in the calculation of weights. The net output weights concept means that only the value of products sold to buyers outside the industry are included in the calculation of weights.

A good example of the difference between the weighting concepts occurs in the forestry and logging industry. To illustrate, let’s assume that there is a forestry firm that grows and sells standing timber, and a firm that buys the standing timber, then cuts it down and sells the logs. An output PPI based on gross output weights would include the sales of the standing timber as well as the sales of the logs. However, an outputs PPI based on net output weights would only include the sales of the logs, plus any sales of standing timber to firms outside the aggregation structure (in this case, the forestry and logging industry). The specific exclusion under the net output weight structure is the sales of standing timber that is subsequently used to produce logs within the industry.
The use of gross output weights can result in the double-counting of certain activities. In the example from the previous paragraph, the value of the standing timber is included twice; firstly explicitly as sales, and then implicitly as part of the total value of sales of logs. However, it is important to consider the purpose of the outputs PPI, which is to deflate gross output figures in the national accounts. We therefore base our weights on the gross output concept.

Net output weights are often seen as more appropriate for an outputs index which is designed as an inflation measure.
Scope puts pressure on small agency resources

As a relatively small statistical agency, there is a degree of pressure on resources in attempting to produce a set of economy wide PPIs. Rather than focusing efforts on a small number of manufacturing indexes as many other agencies do, Statistics NZ shows a degree of innovation in producing a tool which can be used across economic outputs. As such, benefit is derived by a variety of users both within and outside Statistics NZ.

5. Conclusion
An appropriate conceptual framework is necessary to produce an accurate set of PPIs. Statistics NZ’s indexes are designed primarily for use in the national accounts through concepts derived from the SNA. Adherence to these concepts allows Statistics NZ to produce a PPI that covers all industries across the breadth of the economy, and one that is coherent with the macro-economic measurement framework.
An all-industry input and output PPI benefits both internal and external users of the PPI. Internal users benefit in being able to double deflate the production measure of GDP. A consistent industry classification in ANSZIC96 enhances the utility of the PPI across Statistics NZ. The PPIs can be used to assist in volume measurement in other areas across the organisation.

External users benefit in having a wider understanding of inflationary pressures, and in a broader set of contract escalation measures. 
While there are benefits to producing an industry-wide set of PPIs, there are some limitations; notably, the difficulties in pricing some services, and indirectly measured prices. As New Zealand’s PPIs are produced using national accounts concepts, care should be taken when using them for other purposes.
Appendix 1 – Other inflation measures
Other measures of inflation used in New Zealand include: 
Consumers Price Index (CPI)

New Zealand’s CPI is a measure of the price change of goods and services purchased by private New Zealand households. The CPI is New Zealand’s headline measure of inflation and is used by the Reserve Bank of New Zealand to help guide monetary policy in controlling inflation. The CPI is released on a quarterly basis, covers the entirety of New Zealand, and collects approximately 120,000 prices. The Food Price Index (FPI) is a subset of the CPI and is published separately on a monthly basis.
Labour Cost Index (LCI)

New Zealand’s LCI is a measure of movements in base salary and ordinary time wage rates, overtime wage rates and the following non-wage costs: annual leave and statutory holidays, superannuation, Accident Compensation Corporation (ACC) employer premiums, medical insurance, motor vehicles available for private use and employee related low-interest loans. Prices are collected from approximately 2,300 outlets covering the length of the country.
Overseas Trade Index (OTI)

The OTI is a measure of the changes in the levels of both prices and volumes of imports and exports of merchandise trade to and from New Zealand. The OTI is based on data from customs and directly surveyed prices, as well as international price indexes.
Capital Goods Price Index (CGPI)

The CGPI is a measure of the change in the general level of prices of fixed capital assets. The CGPI collects over 1,000 prices and is released quarterly as part of the PPI release. The CGPI was last reweighted in 1998 and is currently being redeveloped.
Farm Expenses Price Index (FEPI)

FEPI is a measure of the change in input costs for the New Zealand farming industry. FEPI is produced on an annual basis and is released as part of the PPI release in the March quarter of each year. FEPI is currently undergoing redevelopment and was last reweighted 15 years ago.
Appendix 2 – Industry detail available in the PPI

	Industry detail
	Outputs
	Inputs

	Agriculture, forestry and fishing
	Horticulture and fruit growing
	(
	(FEPI


	
	Livestock and cropping farming
	(
	(FEPI

	
	Dairy cattle farming
	(
	(FEPI

	
	Other farming
	(
	(FEPI

	
	Services to ag, hunting and trapping
	(
	(

	
	Forestry and logging
	(
	(

	
	Fishing
	(
	(

	Mining
	
	(
	(

	Manufacturing
	Meat and meat product mfg
	(
	(

	
	Dairy product mfg
	(
	(

	
	Other food mfg
	(
	(

	
	Tobacco, beverage and malt mfg
	(
	(

	
	Textile and apparel mfg
	(
	(

	
	Wood product mfg
	(
	(

	
	Paper and paper product mfg
	(
	(

	
	Printing, publishing and recorded media
	(
	(

	
	Petroleum, coal and basic chemical mfg
	(
	(

	
	Rubber, plastics and other chemical mfg
	(
	(

	
	Non-metallic mineral product mfg
	(
	(

	
	Basic metal mfg
	(
	(

	
	Sheet and fabricated metal product mfg
	(
	(

	
	Transport equipment mfg
	(
	(

	
	Machinery and equipment mfg
	(
	(

	
	Other manufacturing
	(
	(

	Electricity, gas and water
	Electricity generation and supply
	(
	(

	
	Gas supply
	(
	(

	Construction
	
	(
	(

	Wholesale trade
	
	(
	(

	Retail trade
	
	(
	(

	Accommodation, cafes and restaurants
	(
	(

	Transport and storage
	Road transport
	(
	(

	
	Water transport
	(
	(

	
	Air transport
	(
	(

	
	Rail, other transport and storage services
	(
	(

	Communication services
	
	(
	(

	Finance and insurance
	Finance
	(
	(

	
	Insurance
	(
	(

	
	Services to finance and insurance
	(
	(

	Property and business services
	Real estate
	(
	(

	
	Ownership of owner-occupied dwellings
	(
	(

	
	Other property services
	(
	(

	
	Business services
	(
	(

	Public administration and defence
	Central government and defence
	NA
	(

	
	Local government and civil defence
	NA
	(

	Education
	NA
	(

	Health and community Services
	NA
	(

	Cultural and recreational services
	(
	(

	Personal and other services
	
	(
	(

	ALL INDUSTRIES
	
	(

	(
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� Input indexes published as a part of FEPI, which also includes employee’s wages, rates and interest.


� Output indexes exclude Education, Health and community services and Public administration.
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