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Introduction :

Currently, the PPI for Irag covers the large manufacturing industries,Which is depended as a base in the fourth
quarter of 2020, covering 15 Governorates.

The positive role played by the manufacturing industry, whether at the level of developed or developing
countries, affects the local, regional and international economic environment, which distinguishes it from other
economic activities. In improving living standards and increasing per capita income, as the manufacturing
industry contributes significantly to replacing imports, developing exports, diversifying sources of income,
providing more foreign currencies and improving the balance of payments.

In view of the important role of the industry, the Central Statistical Organization represented by the Index
Numbers Department, for the first time, calculated the Producer Price Index (PPI) in Iraq and for large industrial
facilities, where work is based on the fourth quarter of 2020, and covers 15 governorates.

As the old PPl methodology has been discontinued after calculating the fourth quarter of 2021, and due to
fundamental changes in the methodology, the chain will be broken. The old PPI series and the new PPI series
will not be linked. However, work began on calculating the new producer price index, starting from the fourth
quarter of 2020.

First: General concepts related to the survey:

1. Industry:
Manufacturing is the physical or chemical transformation of materials, substances, or components into new
products. The materials, substances, or components transformed are raw materials that are products of
agriculture, forestry, fishing, mining or quarrying as well as products of other manufacturing activities.
Substantial alteration, renovation or reconstruction of goods is generally considered to be manufacturing.

Units engaged in manufacturing are often described as plants, factories or mills.

2. Classification of industrial enterprises in Iraq:
Iraqi industrial enterprises are classified into large, medium and small, according to the classification of the
Ministry of Planning, the Central Statistical Organization, represented by the Directorate of Industrial Statistics.
Currently it applies the “number of workers” criterion. An enterprise is classified as large if it hires 30 workers or
above.

3. Output value: finished products
The output of a manufacturing process may be finished in the sense that it is ready for utilization or
consumption, or it may be semi-finished in the sense that it is to become an input for further manufacturing.

4. Production provided to others:
It comprises all goods produced by the enterprise which raw materials is owned by others, as in mills. For mills,
wheat milling wages have been collected.

- 0=
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5. The main activity of the enterprise:

It is the activity whose added value exceeds the value of any other activities. The main product of this activity
must be goods and services that can be delivered to the internal market or exported, and it is possible that
some of the enterprise’ production is used for the consumption of the producing facility itself or to form its
capital.

6. Enterprise:
It is the economic unit that carries out its industrial activity, in one or more fixed places, under the same
ownership or management, and may produce different goods and services. It is independent in its management
and accounts. The enterprise may consist of one or more factories. Each factory is surveyed. It is the statistical
unit for which the statistical data in this survey are collected.

Second: Data collection

The economic survey is applied to all large operating industrial establishments and to various sectors such as the
governmental, public, private, and mixed sectors.

The weights were calculated for the year 2018, with data from the most recent survey of large industrial
enterprise available in the Directorate of Industrial Statistics

Enterprises complete the survey from HQ, regardless of the governorate they belong to, for example the
National Corporation for Textile and Leather Industries completes the survey from its headquarters located in
Baghdad and not from the branches in the provinces. This also applies to refineries (south, north, and central),
to the National cement corporation (North Cement, South Cement) and other companies.

A sample of varieties was selected according to the criterion of output values and then every month quantities
sold, and output values are collected. The index is compiled using unit values for homogeneous varieties. The
process can be described as follows:
1. Products and varieties were selected during the fourth quarter of 2020 and will be kept stable until
next update, aside of the necessary replacements to keep the sample updated.
2. If the enterprise produces one product, data for that single product is collected. If the enterprise
produces more than one product, the three products with the highest output value are selected; then
data for the best-selling varieties for the selected product (the best-selling item of each product) are

collected.

e
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Hypothetical example of sampling the varieties for an enterprise

Products 7 Most-sold varieties from each product
No. . . Output value
digits (10 digits)
2 kv
Electric High output value
1 generator 10 Million 3 kv
7 kv
50L
2 Electric heater High out.pt'xt value 8 70 L
Million
120 L
Low output value (2
3 Fan Million) Ignored
Biko (9 foot)
4 Refrigerators High OUt_pl:lt value 6 Biko (12 foot)
Million
Biko (16 foot)
Low output value (1
5 TVs Million) Ignored

How are products and its varieties selected by the price collectors?
The answer is as follows:

-

dald) Most-selling verities from each product
No . . Output value
(Products 7 digits) (10 digits)
. High output
1 Electric generator value 10 Million 3 kv
High
2 Electric heater '8 OUt.pl.Jt 120 L
value 8 Million
. High output .
Ref t
3 efrigerators value 6 Million Biko (9 foot)
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3.The output values and prices shall be in Iragi dinars. When values are collected in other currencies the
monthly exchange rate published by the (Parallel market exchange rate).
4.Data collection is undertaken quarterly. The data collectors visit each enterprise, to collect monthly data
(output values and quantities sold) pertaining the previously sampled varieties. The data collectors
only collect the data for the varieties that were previously sampled in the fourth quarter of 2021.
5.The data collector should not obtain any other data or information, unless the production of a sampled
variety has been discontinued. In that case, the data collector should ask whether the situation is
permanent or temporary. If it is permanent the data should be collected for a similar variety. The
prices staff at headquarters should always be informed of discontinuity of production and all relevant
information regarding the replacement variety.
Third: Index Compilation
Data for specific variety descriptions are being collected, Jevons's index is used to aggregate at the elementary level

and the Laspeyres formulae for upper levels aggregation, price imputations are done according to international
standards as well as replacements and quality adjustments.

The short-term index approach is used, and data quality checks are in place.

The short-term index calculation approach is used, and the mobile indices are linked, i.e., multiplied by the
previous month index, to obtain fixed based final indices.

The Jevons index is compiled by doing a geometric mean of the monthly prices of each quarter and then the
short-term price relative is calculated.

The monthly price relative is used for data quality checks. All price variations over 20% are validated or
corrected.

When a variety is temporally missing its price is be imputed taking the price change of other varieties within the
same ISIC rev. 4 code and same Governorate. If that is not available, the price change of the varieties within the
same ISIC rev. 4 in a different governorate is use. When the variety is missing for the third consecutive month or
if it is known that is permanently missing is replaced.




