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Call for a "nore representative' CP

Rupa Danodar an

THE Consuner Price Index is often m sconstrued as "unrepresentative" of
t he woes of the average housewife - who faces difficulties getting her
regul ar househol d supplies with her tight budget.

Such uncertainties are felt all the nore nowas there are growi ng fears
of unenpl oynment, | ower wages as wel |l as inconmes. And t hese uncertainties
are affecting purchasi ng power adversely.

The fears are there despite assurances fromBank Negara that inflation
inthe region has stabilised at about 5.5 per cent in April and My.

When the CPlI rose by 5.1 per cent in March over the sanme nonth in 1997,
several eyebrows were raised as it indicated the highest single-nonth rise
since Novenber 1992 as t he weakened ringgit raised the price of inported
goods, especially food.

Economi sts and anal ysts have, however, indicated that this is no
surprise as it is a continuation of the trend.

The depreciation of the ringgit will have the biggest inpact on the CPI

A spokesman for the Departnent of Statistics said the CPl neasured the
average rate of change in a fixed basket of goods and services with the
base year set at 1994 and defined inflation as the average i ncrease in
prices of the basket of goods.

Inflation usually takes place when there i s too much noney chasi ng t oo
few goods or in other words, when the val ue of noney has shrunk

Currently the demand for nany food itens has exceeded supply, and this
has caused prices to spiral upwards.

Food is the primary contributor totheriseinthe CPl (40 to 60 per
cent) which canlead toinflationif it is not properly nanaged.

For the first four nonths of the year, food, gross rent, fuel and power
accounted for about 80 per cent of the overall increase recorded.

The indices for all subgroups - sugar, fruits and vegetables, fish
coffee and tea, nmeat, oil and fats - rose between 5.3 per cent and 16.8
per cent.

Ther e has however been a general consensus anpbng academi ci ans,
econom sts and trade unioni sts that the CPl must be thoroughly revi ened as
it does not provide a true picture of the changes in prices of goods and
services

El ayne Yee Siew Lin fromthe Mal aysi an I nstitute of Econom c Research
recently said the CPl m ght need a conplete reviewon the process of its
construction to answer allegations of the critics.

Sone feel that the real rate of inflation, particularly during the
sl owdown, nmay not be reflected in the CPl which is heavily weighted in
favour of food, nobst of which are controlled.

There are al so di sagreenments over retail outlets fromwhere the prices
are col | ected.

The overall CPlI is an average for the entire econony but, to a large
extent, proper conparisons have to be nade if a rural-urban CPl is
constructed to showinflation in the various regions.

There are al ready two CPls separating the rural and urban areas which is
for the Economi c Pl anning Unit although the departnent cones out with a
national price index nonthly.

A spokesman said the inflation rate was not obtai ned by conpari ng nonth
to month price differences as it was actually done on a 12-nonth
conpari son.



Asked how t he sanmpling stations were determnined, the spokesman said it
was |inked to the popul ar shopping outlets and was qui ck to say that these
pl aces were not shrouded i n secrecy.

"Meanwhi l e the locations for different food itens depend on our judgnent

for exanpl e, foodstuff |ike vegetables and fish are sanpled fromthe
wet markets."

The Departnent of Statistics, he said, had 116 sanpling stati ons.

"Sourcing the prices takes about three days while captioning takes
another three. It is the processing which takes tine as the subject matter
will have to be edited by the price division sector before it can be
rel eased for the nonthly announcenent.”

It al so cones out with indices for total and sel ected main groups and a
separate one for sel ected sub groups in the food groups.

There are separate ones for Peninsul ar Mal aysi a, Sabah and Sar awak.

Economi sts have called for transparency in the indices for the rural and
urban areas as the bul k of the national incone comes fromthe urban areas.

The departnent is quite happy with its various indices which al so al | ow
conpari son between the different years (starting fromthe base year 1994).

Pr of essor Mohamad Handan Adnan, the president of the Federation of the
Mal aysi an Consumer Associ ati on (Fonta), feels the CPl is not well focused
and that the basket of goods is too "broad".

"It is not reflective of the actual prices in the eye of the average
consuner, who is irked by the high prices at the pasar nmal am and those in
t he kanpung.

"One nust ensure that the itens in the basket are not price-controlled
itens as they do not reflect the true picture," he said.

As public funds are utilised to undertake studies on prices of itens, it
isonly fair that the details be made known to the public.

"This is nost inportant especially during the current econonic
situation,” Hanmdan said

He added that in order for the CPl to reflect sonme credibility, the
rel evant authorities had to be nore pro-active.

"The Departnment of Statistics should not just churn out figures ... it
shoul d al so anal yse and showthe interest to sol ve the problens of the
average consumer, be it prices for food, transportation, education or
heal t hcare. "

He said the Donmestic Trade and Consuner Affairs Mnistry could
conpl ement t he depart ment by suggesting substitutes for theitens found
expensi ve.

He said there should be a national food policy to ensure we had enough
stockpile for itens |like rice, sugar and wheat.

Responding to the Prime M nister Datuk Seri Dr Mahat hir Mohanmad' s call
for the consuner novenent to assi st the Governnent in checking inflation
as a neans to counter the i npact of the ringgit depreciation, he said
Fonta was havi ng di scussions with the vari ous governnent agenci es.

He sai d acadeni ci ans shoul d cone forward and provide "intel | ectual
i nput" which can go a long way in hel ping the Governnment as well as the
consuners at |arge

Fonta al so net Donestic Trade and Consumer Affairs Mnister Datuk Seri
Megat Junid Megat Ayob recently.

Economi sts have al so stressed t he i nportance of the supply side adequacy
in order to ease supply disparities.

Econom st Ant hony Dass said the Governnent's projection of the CPl at 7
to 8 per cent was attainable this year

Wi | e the nonetary si de has been checked and the fiscal aspects are
taken care of by the Governnent, it is the administrative side which needs
to l ook at the CPI.



He uses the CPl as a yardstick to neasure inflation and noney supply
(MB) growth vis-a-vis the Gross Donestic Product.

Dass said it was possible to bring the inflation rate down especially if
it was possible to substitute goods, reduce inports and produce goods
I ocal ly.

Di stribution costs, he added, nust be justified.

"Wth the weaker ringgit, many groups have junped on t he backwagon and
hi ked prices ... these have to be constantly checked."

Projecting the inflation rate to be between 6.5 and 7 per cent next
year, Dass said it would take quite a whil e before Mal aysi a coul d touch
the three per cent barrier whichit didin 1997.
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