SIERRA LEOKBEONSUME
PRICE INDEX (CPIPRRT 2013

Economic Statistics Division

DEEMBERO014




Staistics Sierra Leone

SIERRA LEOKBENSUMER PRICE INDEX REPORT 2013

ECONOMIC STATISTICS DIVISION

DEEMBER2014

Sierra Leone Consumer Price Index (CPI) Repor8 201



Table of Contents

TaBIE Of CONLENES.....ciiieiiiiieei e e e e e e e e e e e nnene s i
LIST Of FIQUIE..... ettt e e e e e e e e e e s e e e e e e aans V.
ADDIEVIATIONS. ...ttt e e e e e e vii
ACKNOWIEAGEIMENTS......eeiiiieiei e e e e e s viii
EXECULIVE SUMIMALY......eiiiiiiiiiiiiiii ettt e e e e e e e e e e s e e e e e e e aans ix
(O 0F= T (=T 0 O 1T PP TTPO PPN 1
0 O I 1 £ £ To 1§ ox 10 o FO PP P P PPPPPPPRPP 1
1.1 Inflation iN SIErra LEONE.........eiiiiiie e 1
1.2 Consequences Of INFlatiQn...........ccooiiiiiiiiiiiie e 3
1.3 The objectives Of the REPOIL.......oiii i 3
1.4  Uses of the Consumer PriCe INUEX.......coooiuuiiiiieeiiiiiiiiiie e 3
(O 0 F= T o1 (=T S 1o F TP P P PP PPPPPPTPRPPPS 5
2.0 The Data: Coverage, Periodicity and Timeliness..........cccooecviirerieeiiiiiiieeeennne 5
2.1 Coverage CharaCleriStCS........ccuurrrieeeriiiiireiee e e e sttt e e e e e e e e e st eeeeeeeaaes 5.
2.2 PEIIOAICITY e ittt e e e 6
(O g T T (=T o N ] (T = PP PP PPPPPPPRPP 7
3.0  Analytical Framework, Concepts, Definitions and Classifications.......................Z
0 N B = {10111 o o TR TP P PP PRPPPTOPPIIY 4
3.2 Analytical FrameEWOIK..........ccoiiiiiiiiiiei it 7
3.3 ClasSIfiCatioN SYSTEM......cciiiiiiiiiiiee et e e nreees 8
3.4 Reference POPUIALION. ......cciiiiiiiiiiiiie et e e enes 8
3.5  Ge0graphiC COVEIAQE. .......uuuiiiiieiiiiiiii ettt aeeas 8
3.6 ITBIM COVEIAQE. ... oottt ettt e e e e e e e e e e e e e e e e e e e e e e naa s e 8
3.7  Timing Of Price ODSEIVALiONS...........uuiiiiiiiiiiiiiiee e 8
3.8  Types of PriceS iNCIUARA.........coiiiiiiiiiiiee e 9

i | Sierra Leone Consumer Price Index (CPI) Repor8 201



4.0 Nature Of BasiC Data SOUICES..........uviiiiiiiieiiiiee ettt 10
4.1 SoUrces Of WEIGNIS......ccoiiii e e e e 10
4.2  Time period of CUMTemMVEIgNTS. ......uuviiiiiiiiiiee e 11
4.3 OULIEt SEIECHION.....cuiiiii it 11
4.4 ProducCt/oUtlet SEIECTION.........cccuiiiiiiiii i 11
A5 SAMPIE SIZES...coiiiieeiee e aa e 12
4.6  Price collection MethOdS. ........cvuviiiiiiiiiiiei e 12
4.7  Data collection and compilatiQn...............ooooiiiiiiiicciicii e 12
(O =T o] =1 gl 1Y PP PPPRRRRPR 13
5.0  EStMALioON ProCEAUIES.......couiiieiiiiiee ettt 13
5.1 PrICE INICES ...ttt 13
5.2 Aggregation of Center CRIS...........ooooiiiiiii e 14
5.3  Price Adjustment TEChNIQUES.............oooiiiiii e 14
5.4  Method used to cmbine basic price observations.............ccccccccceeeeee, 15
5.5 Method used to update WEIGNLS.........ccccciiiiiiiiiiiiiieeeeeerr e 15

Chapter SIX X X X X X X X X X X X X X X X X X X X X X X X X X XX XXX PDPX XXX X X X

6.0 Data Presentation and AnalySiS............cccooo oo 16
6.1  Overall CPlI and INflation............cooiuiiiiiiiie e 16
6.2 The CPITOr All IIEIMIS........eiiiiiiee et 17
6.3  Food and nORAICONOIIC BEVEIAQES.........uuvuuiiiiiiiiiiiiiiiriier e a e 18
6.4  Alcoholic Beverages, Tobacco and Narcotics...........cccceeveeeeeeiii e 19
6.5  Clothing and FOOMWEAL...........ooiiiiiieee e 20
6.6 Housing, Water, Electricity, Gas and Other Fuel..............ccccooiiiiiiiiiiiieeee 21
LI A I - 10 5] oo o SR PPPPUTPPTRT 23
6.8  Furnishing, Household Equipments and Maintenance..............cccccvvveeevveeeennee. 24
6.9  HEAIN ... 26

iii | Sierra Leone Consumer Price Index (CPI) Repor8 201



6.10 (@ 0] 0011 0101 TTox=1 110 o TR 27

6.11 Recreation and CUIULE...........coouiiiiiiiii e 28
6.12 EQUCALION . ...t 30
6.13 Restaurants and HOtelLS.............ooooiiiiiiiiiii e 31
6.14 Miscellaneous GO0dS and SEerVICES........c.uiiiiiieiiiieiee i 32
Y o] 011 T [ G U 37
Y o] 011 T [ | PP PRPPPRPRRY 6.1
APPENAIX L. e e e e e e e e e e e e e e e e e e e 64

iv Sierra Leone Consumer Price Index (CPI) Repor8 201



List of Figure

Figure la:
Figure 1b:
Figure 2a:
Figure 2b:

Figure 3a

Figure 3b:

Figure 4a:

Figure 4b:

Figure 5a:

Hgure 5b:

Figure 6a:
Figure 6b:
Figure 7a:

Figure 7b:

Hgure 8a:
Figure 8b:
Figure 9a:
Figure 9b:

Figure 10a:
Figure 10b:
Figure 11a:
Figure 11b:

Consumer Price Indexfof & L G SY & XXX X X XXOXXXKKIX X X X X ¢
Monthly and Annual Inflation for all Ti€a X X X X X X X X B XIX ® ©
Consumer Price Index for Food and Nofi O2 K2 f A OXX 8BS NI 3 S
Monthly and Annual Inflation for Food and

Non-! £t O2K2f A0 . SOHSNIF ISEAXXXXXXXEXXXXXX
Consumer Price Index for Alcoholic Beverages, Tobacco

YR bl NOXXOOERXKRKX X X XX X XXX XX X% P

Monthly and Annual Inflation for Alcoholic Beverages, Tobacco

FYR bl NOZEXBIXXXXXXXXXXXXXXXBEXXXXDd
ConsumefPrice Index for Clothingy R C2 2 (1 8 S I NXXX®&KX X X X X X
YR C22 (ix8% | NX X X X
Consumer Price Index for Housing, water, electricity, gas and

20 KSNI T aRIKXEXXXXXXXXXXXXX XN X X X P

Monthly and Annual Inflation for Clotfii3

Monthly and Annual Inflation for Housing, water, electricity,

A YR 2XIXKXSKNG XEXAESKE XK X X X X X XEKBA X X X X D
Consumer Price Index for T@mJ2 NI X X X X X X X XXXOR X X X &
Monthly and Annual Inflation2f NJ ¢ NJ' Yy & LI2XNEKIIK X X R4X

Consumer Price Index for Furnishing, Household Equipments

FYR al Ay G XXISORK X X X X X X X X XOEX X X X X P
Monthly and Annual Inflation for Furnishing, Household

Equipmentsand May (i Sy I Y O KREKOKHKK X X X X X X26X X X X
Consumer Price Index for Helt t N2 R dzO i X X XXX X 63 X X X ®

t NXR K@ KX X X
Consumer Price Index for Commuriica 2 Y { SNIJA AXBDOX X X X X >
Monthly and Annual Infladn for Commy A OF G A 2y {XS@WA OS a X
t NB2B dzOd a X X

Monthly and Annual Inflation for S I £ § K

Consumer Price Index for Recreation @andzt (i dzNJB
Monthly and Annual Inflation for Reeation and CultureX X X X 2X
Consumer Price Index for Educafio LINE RX120X X XX X0
Monthly and Annual inflation for B2O I (G A 2 y LINXR &84 a X X X X

v

Sierra Leone Consumer Price Index (CPI) Repor8 201



Figure 12a: Consumer Price Indexfor Redtdll y 14 | YRXK XK SHX X X X X
Figure 12b: Monthly and Annual Inflation for RdstdzNJ y 1 & | y)RXB12 (St a X
Figure 13a: Camsumer Price Index for Miscellanedd®2 2 R4 ' YR { NIIA OS &
Figure 13b: Monthly and Annual inflation for Miscellanae Goods
FYR {SNIAOSAXXXXXXXXXXXXXXXMBXXXXXXX
Vi Sierra Leone Consumer Price Index (CPI) Repor8 201



Abbreviations

BSL Bank of Sierra Leone

COICOP Classification ofndividual Consumption by Purpose
CPI Consumer Price Index

CST Goods and Services Tax

GDP Gross Domestic Product

GVA Gross Value Added

PPI Producer Price Index

SLIHS Sierra Leone Integrated Household Survey

SSL Statistics Sierra oae

WAMZ West Africa Monitoring Zone

Vil Sierra Leone Consumer Price Index (CPI) Repor8 201



Acknowledgements

This Consumer Price Index (CPI) Report is prepared as part of the efforts of Statistics
Sierra Leone to provide credible statistics to support informed policy formulation in
the courtry. The Report is meant to provide additional information to users over and
above the information provided in the monthly CPI press releases so as to guide
monetary policy, government and other users.

The Management of Statistics Sierra Leone extené@siapthanks and appreciation

to all SSL staff who have immensely contributed to the success of the report writing
exercise. Special thanks go to Abu Bakarr TuBiyector, Economic Statistics
Division for actively supervising th CPI activities and fguroviding the guidance
throughout the process of writing thigport.

We also acknowledge the immense contributionS#muel Turay, Head, Price and
Labour Statistics Section for providing the CPI indices and for coordintng
writing process of the tlsi report; Saidu J. Kanu, Statistici®nice and Labour
Statistics Sectignand Agnes BangurAssistant Statistician Price and Labour
Statistics Sectiofor their contribution in the drafting of this report.

We also acknowledge the great work of theate of Supervisors, Enumeratoesnd
Data Entry Stafbf the Price and Labour Statistics Sectrdmo carry out the dayo-
day CPI data collection, editing and processing

Furthermore, we are very much appreciative of the patience and courage of the
respondetts in providing pertinent business information required by the survey
staff.

Finally, we are very grateful to the Government of Sierra Leone for funding the
exercise and we thank God for everything we have been able to accomplish in this
Report.

Mohamed KingKoroma
Statistician General

viii Sierra Leone Consumer Price Index (CPI) Repor8 201



Executive Summary

The consumer price index (CPI) is the main measure of inflatiddierra Leone;
changes in the CPI are used as an indicator of the changes in the rate of inflation for
the economy as a whole. The ICB a high profile statistics of national and
international importance used widely in economic policy decisiaking
particularly monetary policy. High inflation rates adversely affect not only the
economic performance of the country but also increasee tizonsunption
expenditure of households, which ultimately affect the welfare of the population,
especially the poorThus the need to monitor inflation and to produce reliable and
accurate CPI cannot be ovemphasized.

In Sierra Leone, inflatioils béng monitored on a monthlyand annual basibased on

the CPI published by Statistics Sierra Ledime Composite Consumer Price Index is
computed as a weighted average of the different center -Bubces. The
expenditure weights were obtained from th2003/04 Sierra Leone Integrated
Household Survey (SLIHS) Income and Expenditure Motie.Consumer Price
Index (CPI) basket in Sierra Leanerently covers a total of 40@ems;, and theCPI is
estimated as aveightedaggregate of a fixed basket tifese400goods and services
popularly consumed in Sierra LeoriEhe indexcoverssampled outlets from five
urban towns representing the four geographic regions of the country: Kenema and
Koidu Eastern province, BSouthern Province, Makeiorthern Provinceand
Fregown-Western AreaThe currentCPlIreferenceyear is 2007All prices collected

are the prevailing retail market prices from six (6) marketsreetown three (3)
Markets in Bo Town, three (3) markets in Kenema Town, three markets (3) in Koidu
and three B8) markets in Makeni Town for weekly prices, making a total of 18
markets as data collection centers for tB#1 exercise in Sierra Leone.

These aggregates are determined using the Classification of Individual Consumption

by Purpose (COICOP) for Househgildal Consumption Expenditure with 2007 as the

new base year. The COICOP classification which is an international standard to
RA&lIF3aANBIALGS GKS /tL KFa mu TFdzyOiArAzya SE
the aggregate indewf all functions The 12COICOP functions are

Food and norAlcoholic Beverages

Alcoholic Beverages, Tobacco and Narcotics
Clothing and Footwear

Housing, water, electricity, gas and other fuels
Furnishing, household equipments and maintenance

w w W W W
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Health

Transport

Communication

Recration and culture

Education

Hotels and Restaurants
Miscellaneous goods and services

w W W W W W w

Consequently, a CPI is computed for each of the 12 functions using theiitehes

basketas classified according to COICOP. It is important to note that an average

price is determined for each item or row of products in the classification and the
corresponding expenditure weight is used to compute the CPI of a particular
function. The CPI for All Items is computed using the average price and expenditure
weight for each &m at regional level as mentioned above. The National CPI is
RSGSNN¥AYSR dzaAy3d (GKS | @SNrasS 2F (KS NB3
items in the basket.

Results

Although the data reported in this report show that double digit yearyear rateof
inflation was recorded throughout 2012 resulting in a 12.95 percent average annual
rate of inflation for that year, there has been a substantial improvement in the
inflationary situation since January 2012rExample, in January 2012, the year
yearrate of inflation increased slightly from 16.6% in December 2011 tod&@&nt

but declined to 15.5% in February 20 and further declined to 14.5 perceir
March 2012. The Index further declined to 13.91% in April 2012, and further declined
12.52% inMay 2012, and 12.5% in June, 2012. In July and August, the index further
dropped to 11.96% and 11.69% respectively. In addition, the rate further declined to
11.4 percent in December, 2012

This means that although inflation is still a major challenge th@ authorities
(because it is still in the double digit range), the decline suggests that prices are
beginning to stabilize in the economy. The stability of the Le and prudent monetary
policy of the central bank may be responsible for the downward trend

Reasons for declining inflatiotrend

§ Itis observed that the exchange rate against USD is stable, and even appreciating
for some months during the last five months, as a result the cost of production,

X Sierra Leone Consumer Price Index (CPI) Repor8 201



especially of importers is stable or even lowean before; hence prices are kept
almost constant in some cases

§ Central Bank (BSL) tighter monetary policy compared with 2010, is also a key
factor, as this resulted, among other things, to stable exchange rate

8§ Removal of import duties on rice and othessential goods imported resulted in
lowing the cost of supplying the goods in the domestic market, hence prices are
stable

Reasons for the Double Digit Inflation

§ Prices of food and nealcoholic beverages, clothing and footwear, alcoholic
beveragestobacco and narcotics and restaurant and hotels services continue to
significantly contribute to consumer price inflation in the country. There are
many reasons why high inflation may persist; and causebeaboth external and
internal.

§ In 2008 for examie, the global food and fuel crisis, which saw sudden and sharp
increase in the price of food and fuel in the global market, was translated into
high inflation, especially in Sierra Leone, which is a net importer of food and fuel.

§ Furthermore the formatin of cartels by producers, importers and suppliers of
basic goods like rice, fuel, flgucooking oil, drinks, tobaccand other items,
ensures that sellers have limited monopolies over the domestic price., which
sometimes perpetuate profiteering at the xpense of the welfare of the
consumers.

§ In addition, artificial scarcity of domestic goods like palm oil, pepper, vegetables,
etc. in urban markets due to transportation difficulties also cause inflation as the
limited supply will attract a higher pride the market until new stocks arrive in
those markets

§ The depreciation of the exchange rate against the US Dollar is also a strong cause
of inflation in Sierra Leone. Although the exchange rate is stable now (or even
appreciating) it takes time for sells to lower their prices since they always
anticipate a sudden increase in the rate and to avoid a loss in the event the
exchange rate goes up
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Limitation of the Report

The CPI reports covers only the national CPI series, which is an average of the
regonal CPIs. Therefore, this report excludes the old CPI series with 1992 base year,
which uses Freetown index as a proxy for the national index

The Sierra Leone CPI is stitban-based thus the rural trend although captured in
the urban centers, it isat totally reflected in the urban series.

Coverage of Urban centers is still t[dier example, theentire Northern Provinceand
the entire Southern Provincand Western Areaare only covered by oneurban
centreMakeni Boand Freetowrrespectively

Plars for Improvements

As part of the effort to improve national accounts compilation and aggregates under
the DFID/IMF Enhanced Data Dissemination Initiative (EBidiect, SSLhas
received hree TechnicalAssistance (TAYlissions from the IMin 2011and 2A.2 on

the consumer price index (CPI) and the producer price index (PPIpufpese of
these IMF Missions, among other things, was to review the current@mpilation
methodologyfiles and to integrate the old CPI and National CPI compilation files.
Sirce afollow-up mission isscheduled for Jy 2013, SSL expects taunch the
revised National CPI series $eptenber 2013 as the only CPI series published by
SSL. This means that the Old CPI series will be discontinued starting Octdher 201

SSL hopes toommence the compilation of the Core Inflation in the near future.
Core inflation is defined as the rate of change of headline Consumer Price Index (CPI)
after excluding selected food and energy items; it aims to capture the permanent
component of the inftionary process that can be influenced by monetary policy.
Core inflation excludes certain items in the overall ®Bkket whose price
movements are generally characterized by skHerim volatile movements, and it
represents the londerm trend of inflaion (as opposed to its shetérm
fluctuations) which can be directly affected by economic policy, specifically
monetary policy. This would be a major achievement.
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CHAPTER ONE

1.0 Introduction

Sierra Leone is a country with a population of abéutillion in an area of 72,000 Sq

Km. The country is endowed with a broad range of natural resources, including a
fertile land for agriculture; deposits of gold, diamonds, bauxite, rusited iron ore.
Coffee, cocoa and fish are the major agricultural expoftthe country. According

to the latest 2006 GDP figures released by Statistics Sierra Leone (83hjning
sector accounts foabout £6and 12.2%f the gross domestic product (GDR)2011

and 2012 respectivelgnd it is the most important foreigexchange earner of the
country, while Agricultural, which is predominantly subsistence, accdantabout

47% of GDPin 2012 The manufacturing sector consisting mainly of impqrt
substituting industries is small and makes only a marginal contributi@bobit 2%

of GDP. The country has suffered from many years of bad governance and
corruption in the 1980s and 1990s; the situation became worse in the 1990s,
exacerbated by the 10 civil war. During such years macroeconomic variables such as
inflation, budgpt deficit and GDP growth became practicallypredictable inflation

rose very rapidly during those yeailthough the discovery and subsequent mining

of iron ore in the Northen Province has added new impetus on growth prospects in
2012, inflation stl remaired a big challenge for the authoritiems we continue to
witness double digit inflation rate in the firsivo quarters of 2013.

1.1 Inflation in Sierra Leone

Inflation may be defined as the rate of increaseha general price level, such as the
consumer price index, over timenpnthly or annually. It is not the rise of one price

or a few prices in the economy; in fastme prices might be going up, others might

be stable or even falling, but on average, prices are on the increab#lation
continues to be a major development concern across the country, undermining
I32BSNYYSyYy G Qa vetherFligeNhf drdinag pebplel iNscountry. There

are many reasons whiyigh inflation maypersist and the debate on the causes of
inflation in Siera Leone in recent years tends to be focused mainly on external
factors, especially the global financial and economic crisis of the 2008/09. This crisis
6002YY2yfte 1y2sy |a GKS WDf shapiic@ase imhdNd OSSR ¢
price of food and fuelin the global market, which trigged a wave of public
demonstrations in the developing world for food and fuel in 2008 and 2009.

Although Sierra Leone was largely spared of such demonstrations, the poor were
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hard-hit, some of them were pushed further belotive poverty line of onelollar a

day. Apart from the rise in the price of rice, there was also the issue of fuel, whose
price had gone upto about $150 per barrel thus increasing the cost of
transportation of goods and persons around the country. Thprel@ation of the

exchange rate against the US Dollar is also a strong cause of inflation in Sierra Leone.

It is not uncommon nowadays to hear traders and vendors quote the prices of goods
and services in US Dollars; this has negative impact on the denpeites of goods
and servicesFurthermore the formation of cartels by producers, importers and
suppliersof basic goods like rice, fuel, flour, cooking oil drinks, and other items,
ensures that sellers have limited mowolies over the domestic pricewhich
sometimesperpetuates profiteering at the expense of the welfare of the consumers.
This results in increases in prices in the economy. In addition,padrnetwork has

all been blamed as part of the causes of inflation in the country, in that goods
produced in the rural areas find it difficult to reach the urban areas where they are
highly demandegdthereby creating artificial scarcity of these goods in the mai®ét.
course theoreticallyit is postulated that inflation is influenced by money suppiyd

in 2010 we experienced a huge jumpYhaysand-mean<df the @&ntral Bank given

to the government, whichwas accompanied by a double digit inflation, which
underlines the fact that monetary variables are as well important in determining
inflation in Serra Leone.The above arguments suggest that for Sierra Leone's
economy, inflation can be cause by both external and domestic factors and the
inflation can be bad if it crossesngle digit hreshold of 6 percenf(WAMZ Criterig)

and can be extremely harfiul if it goes into double digit.

The central bank, the Bank of Sierra Le¢B&L)has thelegal mandate to spare
head efforts to reduce inflation and to maintain stable prices in the courging

the monetary authority in the macroeconomic systeB& enjoysthe monopoly of
being the sole issuer of currenoptes and coins in the econorwhich are legal
tenderthe Leone (Le)Commercial banks are required to hold their reserves as
deposits with the central bank, which becomes the "banker's bank" waitithe
NBEaSNBSa 2F GKS O2dzyiNR® ¢KS . Iyl 27F {
to maintain a low level of inflation. To achieve its objective, the BSL targets reserve
money growth through various means such as open market operationsSete
2010, the annual average of inflation has been in the double daiige;and in
September 2010 the yeam-year rate of inflation was about 16 percent. Hence, it
becomes more important for policy makers to identify the real causes of inflation
and design proactive strategies to stabilize prices accordinglyhis report will
therefore be handy in the design of such polidiesackle inflation in the economy.
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1.2 Consequences of Inflation

When inflation crosses reasonable limits, it produces tiggaeffects. It reducesthe
realvalue of money, which is the medium of exchangd#is results in uncertainty of

the value of gains and losses of borrowers and lenders as well as buyers and sellers.
The increasing uncertainty discourages savings andestment. Savings are
discouraged as inflation reduces the real rate of return on financial as$éis.again
leads to lowerinvestment and lower economic growtiNot only can high inflation
erode the gains from growth, it also leaves the poor worseanifl increases the
divide between the rich and the poar an already improvised countdevastatedby

the 10year civil conflict As already mentionedhe importance of inflation lies on

its consequences, especially its impact on welfare and hengeoverty. As a result
inflation's effects on an economy are manifold and can be simultaneously positive
and negative. When the price level rises, each unit of currency buys fewer goods and
services, which means that the purchasing power of money income ideéro
However,inflation is not necessarily a bad thing withcertain predictable limits;
what is worse about inflation is when it becomes too high and very much
unpredictable, which does have wider ramifications in the macroeconomic
environment.

1.3 Theobjectives of the Report

The main objective of this report is to provide additional information to users over
and above the information provided in the monthly CPI press releases so as to guide
monetary policy government and other user3hereport alsohopes toexplainthe
methodology of CPI compilation so as to better guide users of the inflation data
produced

1.4 Uses of the Consumer Price Index

The CPI is the main measure of inflation. Changes in the CPI are used as an indicator
of the changes inhie rate of inflation for the economy as a whole. The CPI is a high
profile statistics of national and international importance, and it is used widely in
economic policy decisiemaking particularly monetary policy. High inflation rates
adversely affect nobnly the economic performance of the country but also increase

the consumption expenditure of households. Thus the need to monitor inflation and

to produce reliable and accurate CPIs cannot be -ewephasized.The consumer

price index (CPI) is used for nyapurposes by government, businesses, labour
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unions, researchers, and the general public. Since price instability introduces
uncertainty into economic analysis and decisioaking, the main uses of the CPI
relate to efforts to minimize this uncertaintythe CPI is useds a measure of the
cost of living and hence the welfare of the pegpieis also used a deflator for
national accounts aggregates such as GDP.
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CHAPTER TWO

2.0 The Data: Coverage, Periodicity and Timeliness

2.1 CoverageCharacterisics

The base prices are average prices for a twelve month period from May 2006 to May
2007. Thus the base period is 2006/2007 = 100. The weights were derived from the
Sierra Leone Integrated Household Budget Survey (SLIHS) conducted in 2003/2004.
The weidpts were updated to May 2007 to reflect a more current base period. The
2003/2004 SLIHS was a nationally representative survey of households, representing
all goods and services purchased daily by all residents in urban and rural areas of
Sierra Leone. $te adjustments were necessary in the weight structure to correct
for under reporting of certain expenditure categories. The expenditure categories
underreported for which adjustments were necessary included communication,
particulaty expenditure on mobilephones glassware, tableware , nealectric,
kitchen and household utensils and expenditure on cereals such as macaroni and
other pasta products.

The indices for products are compiled using a geometric mean formula, while the
aggregatd indices are computed using the Modified Laspeyres Formula.

There are 400 products and services in the revised basket compared to 251 in the old
basket. Prices for sixty four of these products are collected weekly in markets in all
centers. Prices fothe others are either collected monthly, quarterly or annually.
These prices include taxes, discounts and rebates where applicable. The revised CPI
price data collection takes place ithe five main urban towns in Sierra Leone;
Freetown, Bo, Kenema, Makieand Koidu representing the four regions of the
country. The five urban toms were purposefully selectedK¢nema and Koidu
represents the Eastern Region; Bo represents the Southern Region, Makeni
represents the Northern Region and Freetown represents Western Area)
because they together represent about 80 percent of total urban household
consumption expenditure. The weights for the combined CPI refer to the total
household consumption expenditure for the entire country divided into the four
regions. fus four regional indices are computed and combined into the all urban
national CPI using the expenditure share of each region as aggregation weights.
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The same basket of goods and services is used for all the CPI centers. The basket is
classified accoldg to the classification of Individual Consumption by Purpose
(COICOP). The basket was derived from the results of the Sierra Leone Integrated
Household Budget Survey 2003/2004. The basket contains 400items divided into 130
basic headings or elementarygrggates.

2.2 Periodicity

The CPI survey is divided into twelve main surveys organized according to the 12
functions of the classification of individual consumptionpgaypose COICOP). Prices

for Product and services selected for the survey within ehgoiction are either
collected on a weekly basis in market outlets, monthdyarterly, or annually
depending on the variability of prices of the items.
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CHAPTER THREE

3.0 Analytical Framework, Concepts, Definitions and Classifications

3.1 Definition

The Sierra Leone National Consumer Priicdex @ll urban) measures pure price
change in the 12 functions of products and services consubyethe residents of
Sierra Leone, which have been provided at constant quality. The overall aim is to
measure the legls of increases or decreases in the prices of the items consumed and
in essence ascertain the cost of living for the inhabitants of Sierra Leone.

The Consumer Price describes the price development of goods and services
purchased in Sierra Leone by hohekls resident in Sierra Leone. It measures the
proportionate or percentage changes in the prices afrepresentativebasket of
goods and services over time. The Consumer Price Index is calculated with a method
in which the prices of different commoditiese weighed together with their shares

of consumption. Thus the Sierra Leone national CPI is computed as the weighted
average of the percentage price changes for a representative and carefully selected
set of 400 goods and services normally consumed kydeat households, the
weights been derived from the Sierra Leone Integrated Household Survey of
2003/2004 price updated to May 2007. The calculation of the index follows the
Y2RAFTASR [laLSeNBaQ LINAOS AYyRSE F2NNdz | 4
the weights relate to the base period chained such that the prices in each period are
compared with those in the previous period.

3.2 Analytical Framework

The Sierra Leone CPI is compiled usingftf@ RA ¥ A SR typé farmiBad ThE & Q
elementary aggrgate indices areomputed asJevonsindices(i.e. geometric mean

of price ratios) to eliminate the possible upward bias of the Carli or Dutot type
elementary aggregate indices.
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3.3 Classification system

The Sierra Leone CPI basket is classified accaliting Classification of Individual
Consumption by Purpose (COICOP) into 12 Functions, 40 groups, 82 sub
groups/Classes, 130 Elementary Aggregates and 400 items.

3.4 Reference population

The CPI refers tall residenthousehold<f SierraLeone.

3.5 Geographic coverage

The index includessampled outlets from five urban towns representing the four
geographic regions of the country. Tdistrict headquarter towns of Kenema and
Koidu were purposefully selected to represent the Eastern Region, Bo vemsesel

to represent Southern Region, Makeni represents the Northern Region while
Freetown represents the Western Area. The weights applied to the computation of
the composite index refer to the entire country divided into the four regions.

3.6 Item coverag

The basket of 400 items relates to popular items consumed by all inhabitants of
Sierra Leone. These items are divided into the 12 functions of COICOP namely; (i)
Food and No#Alcoholic Beverages; (ii) Alcoholic Beverages, Tobacco and Narcotics;
(iii) Clothing & Footwear; (iv)Housing, Water, Electricity Gas and Other Fuels, (v)
Furniture, Household Equipment and Routine Household Maintenance,(vi) Health,
(vii)Transport, (viii) Communication, (ix) Recreation and Culture, (X)Education, (xi)
Restaurantand Hotels, (xii) Miscellaneous Goods and Services.

3.7 Timing of price observations

Prices for the 64 items priced weekly are recorded on every Thursday of the week by
price collectors visiting the selected markets and outlets from 10 am to 3 pm. The
price collection for the other items are divided into 12 monthly surveys so that by
the end of the first week theFood and NofAlcoholic Beverages and Alcoholic
Beverages, Tobacco and Narcotics surveys are completed, during the second week
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prices are colleed for Clothing & Footwear, Housing, Water, Electricity Gas and
Other Fuels, in the third week thd~urniture, Household Equipment and Routine
Household Maintenance, Health, Transport, and Communication surveys are carried
out and during the fourth weekhe Recreation and Culture, Restaurants and Hotels,
and Miscellaneous Goods and Servicegrveys are conducted. For each of these
surveys some products within the basket for which prices do not often change are
isolated for quarterly data collection. ThH&ducation Survey is carried out once every
year at the start of the school year while the rent survey is carried out twice every
year, in December and June of every year.

3.8 Types of prices included

The prices recorded are actual transaction pricesnast of the outlets, the quoted

prices are inclusive of all applicable taxes. Where taxes are charged separately, for
example in hotels and restaurants, the CPI price includes VAT, excise tax, sales tax
and other indirect taxes applicable.
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CHAPTER FOUR

4.0 Nature of Basic Data Sources

4.1 Sources of weights

The CPI weights are taken from the Sierra Leone Integrated Household Budget
Survey conductedy Statistics Sierra Leone using a {stage random sample of
approximately 3250 household$he target ample size selected for the 2003/2004
Sierra Leone Integrated Household Survey was 3,000 households; and the final size
in the data set i8,250 households. The size was small due to budget constraints and
inadequate human resources. In the survey, a hbose was defined as a group of
persons who usually sleep in the same dwelling and take their meals together or eat
from the same pot for at least 9 months preceding the interview.

The sample was a selfeighted sample drawn from all areas of Sierra Ledree
overall sampling frame was stratified into two strata, urban and rural, with sampling
carried out separately in each stratum. The Enumeration AlE#g was the Primary
Sampling Unit with an average population of 1,645. Based on revised population
estimates, about 33% of Sierra Leoneans households live in the rural areas so the
sample stratification ensured that 33% of selected households came from the rural
areas. Urban settlements were regarded as those with a population of 2000 or more.
All EAs in thse settlements were therefore regarded as urban EAs. The sample for
the Sierra Leone Integrated Household Survey was drawn in two stages with the
Enumeration Areas chosen as the Primary Sampling Unit (PSU). A total of 200 EAs
were selected systematicallyut of the 2,553 EAs with probability proportional to
their population size. In the first stage, about, 50 Urban EAs and 150 Rural EAs were
selected systematically with a random start and fixed interval of 11 = (150/50) for
the Urban Area) and 13 = (1,9980) for the Rural Areas. The second stage involved
the listing of all households within each selected EA and selecting 1,000 households
in the Urban Area and 2,250 households in the Rural Areas. In order to ensure that
the timeframe excludes the effectsf seasonality, this survey uses the method of
rotating the sample whereby the 3,250 surveyed households were divided into 10
sub-samples with survey duration of a month each.
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4.2 Time period of current weights

The weights provided by the 2003/2004 $#eteone Integrated Household Survey
(SLIHS) were updated to May 2007 to ensure that the weight reference period
coincides with the price reference period.

4.3 Outlet selection

The old CPI outlet sample was completely revised. The outlet sample faeth€PI
(2006/07=100) was selected using ordered probability proportional to size sampling.
This procedure is fully explained in the Consumer Price Index (CPI) Manual (2004).
The Sierra Leone Business Register, compiled in 2005 and updated annually, was
used as sampling frame. The list of establishments was classified by type with an
indicationof the number of employees asze measure and the type of products sold

or services rendered. The outlets were reorganised for each selected CPI center and
in eachcenter by the main COICOP functions using the main product of the outlets
to inform the grouping.

For a given outlet typethe number of employeesvas representecby x and a
random number Ubetween 0 and 1 was associated it with each outfetariableZ

such that Z = nk Y, here n is sample siza,ix the number of employees in outlet
AD O6A I mZHsThe Bumuolative yofal nuniber of employees for all outlets of
the specified type was computedhe ranking variable Q which is a function of Z
such that Q=Ui(1-2)/ Z(1-U) where Zand U are defined as abova.he values of @
obtained were sorted in ascending order and for each product in the basket the 3
outlets with the smallest value of the ranking variable (Q) were selected. The ranking
is very usail because during field work the outlets that were found to be unsuitable
were replaced with the next ones in the ranking. Tlmudered PP$rovide some
flexibility.

4.4 Product/outlet selection

First 130 elementary aggregate were selected based om thgienditure weight as
computed by the SLIHS. Then the specific products priced were purposefully selected
based on their representatively. Considerable information on the availability and
representatively of products was gathered during the 2003 to 2ffihds of ICP
surveys. This information was used to determine whether specific products were
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volume sellersavailable on a national scal®roducts were selected within each
retail outlet giving careful consideration to taste and income of the consumehsgin
center where the outlet is located.

4.5 Sample sizes

Five urban centers were purposefully selected for data collection. The four centers
already used for price collection, Freetown, Bo, Kenema and Makeni were retained.
Koidu which is a major diamdnmining town was added. For each product three
outlets were selected for price collection. However, for a few products price
collection was done in less than threatlets due to centralization of services.

4.6 Price collection methods
Personal visiteand paper collection forms are used to collect prices in all retalil
outlets.

4.7 Data collection and compilation

Personal visits and paper collection forms are used to collect prices in all retall
outlets;

CPI data collection is divided into 12 reguarveys based on the 12 functions of
COICOP; each survey is organized according to periodicity; regularity of survey is
weekly, monthly, quarterly and serannually or yearly. Market days for Céte
Wednesday Thursday and Friday of every week

12 Sierra Leone Consumer Price Index (CPI) Repor8 201



CHAPTERIVE

5.0 Estimation Procedures

5.1 Price Indices

The method used to compute the CPI in Sierra Leone is the modified Laspeyres Price
Index which is part of the ECOWAShanization programme on price leveis

West Africa. In this regard, th€PI is ditned as the sunof the multiplicand of a

price relative and aorresponding expenditure weight®r each item in the CPI
basket A Price Blative is defined as the ratiaf current year price to base year price

for each item, and expenditure weights aretdrmined usingaggregates derived

from the Sierra Leone Integrated Household Survey (SLIHS) Income and Expenditure
Module. These aggregates are determined using the Classification of Individual
Consumption of Purpose (COICQ@#) Household Final Consumgiti Expenditure

with 2007 as the new base yedrhe COICOP classification which is an international
adFyRIFINR G2 RAA&FIINBIFGS GKS /tL KIF& MH
L G S Y a éis thiedska®of all functions. The 12 COICOP functions are:

- Food and norAlcoholic Beverages

- Alcoholic Beverages, Tobacco and Narcotics
- Clothing and Footwear

- Housing, water, electricity, gas and other fuels
- Furnishing, household equipments and maintenance
- Health

- Transport

- Communication

- Recreation and culture

- Educaton

- Hotels and Restaurants

- Miscellaneous goods and services

Consequently, a CPI is computed for each of the 12 functions in the hashkgtthe
items as classified according to COICOP.
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5.2 Aggregation of Center CPlIs

For the Eastern province index,ettaverage price of the elementary aggregates is
computed as the weighted average of the separate center elementary aggregate
prices (Kenema and Kond)he average obtained is used in the compilation process
by applying the Eastern Province combined weigligr the national index, the
national elementary aggregate price is computed as the weighted average of the
elementary average prices of all provinces, the expenditure share of each province
on the elementary aggregate used as weight

5.3 Price Adjustmen Techniques

Missing pricesWhen a price observation is temporarily unavailable in a given outlet,
its price is imputed based upon the price movement of group of products within the
same stratum.

ReplacementOutlet: When a specific outlet is permanentbut of business in a
given center, another outlet with similar characteristics is selected to replace it.

Replacement products When a product is permanently unavailable a similar
product with the same elementaryaggregate thatmost closely meets the
specifications of the previous product is selected as a replacement product.

Quality differences Adjustments are made to correct quality differences. Overlap
imputation procedure is used (where information on the price of other products in
the same outleis available). Otherwise we use class mean imputation

Verification proceduresDetailed manual editing is done before prices are inputted
into the computer. Inputted data is also subjected computer editing Limits to
price increases or decreases ahiidentify exception cases for analyst review are set
at 30 per centAny price change (up or down) above 30% from the previous month,
would requirefield verification to confirm the actual price as well as the reasons for
the change, and only the verifieprice is included in the estimation of the CPI for
that month.

Reference periodMay 2006 toMay 2007(2006/2007) = 100.
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5.4 Method used to combine basic price observations

Geometric mean formula is used to compute the mean of prices observed for each
product by elementary aggregate.

Formula for aggregation:

For the aggregation of basic indexes Modified Laspeyres aggregation is used.

4
CPI'=3 w 3l
i=1
va t
Where ™ is the basic weight of the group of product ah‘dis the elementary

index for the group of product (i) in the period (t).

55 Method used to update weights

The original weight reference period was 2003/2004, the year when the SLIHS was
conducted for which expenditure weightge available. The SLIHS from which the
weights were estimated covered the whole year which was thought of as the normal
year, following the end of the war. Prices for all items in the basket were collected
from May 2006 to May 2007 which serves as thegmeference period. In practice

the weight reference period should not be too distant from the price reference
period. It was decided to reeference the index t®006/2007 and weight updates it

to the same period. The price updated weights were comguig multiplying the
2003/2004 weights by elementary aggregate indices measuring the price changes
between 2006/2007 and 2003/2004 and rescaling the results to 100. The
elementary indices were computed by dividing the average prices for 2006/2007 by
the eementary prices for 2003/2004. These were then multiplied by the 2003/2004
weights to derived the updated weights. This procedure preserves the 2003/2004
guantities and ensure that the resulting indextechnically a basket index a Lowe
index with 20@/2004 quantities.
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CHAPTER SIX

6.0 Data Presentation and Analysis

This section presents the data and analythe datain detaiked. The graphs are used
to present the data for the analysis, while the actual data is shown in the
Appendxes

6.1 Overall CPI and Inflation

The 2012 annuatate of inflation started tofall graduallyin January(16.82%)
February 15.45),March (1451%), April (1®1%) and reached itewestin October
2012 (11.25%) This significantlecreasein the Yeaton-Year rateof inflation up to
Junewasdue to the stabilization in the Foreign Exchange Rates of tteone to the
Dollar. In addition to the Foreign Exchange been stable, the prigetobl, diesel,
and kerosendnas stayed at Four Thousand Five Hundred Lepegelitre. This means
that the price of petroleum fuels remained Twentigolisand Two Hundred and Fifty
Leones(Le 20, 250.00per gallon (1 gallon = 4.5 litres). Note théwe price of
petroleum fuels ilMMay 2011 went up tolTwentytwo Thousand Five Hundred drees
(Le22, 500) per galloeingequivalentto 4.5 litre at Le 5000 per litré¢dence these
two factors, among others, resulted to the gradual fall in the general trenthef
Inflation Rates as prices of goods and services were rising but at a decregtsing
After October 2012 prices started to increase slightip November (11.70%),
reaching its peak in January 2013 (11.91%) when it started to fall again in February
(11.54%).

There has been a substantial improvement in the inflationary situatiomcesi
February2013as shownbelowin Figure b. Thegraphin Figure 1bshows that in

February2012, the yeaon-year inflation rate decreaséd slightly from11.91% in

January 20130 11.544 From then onwards, the inflation raontinuedto decline

steadly until in September 2013 when it hit a single digit rate of 9.85%.

After reaching a single digit level in September (9.85%) the-Ofedlear hflation
Ratefurther dropped inOctober(9.38%)November 8.96%) and finally to 8.23% in
December 2013.
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6.2 The CPI for All ltems

The CPI for All Items shown in Figure 1a shows that the trend was an upward trend,
increasing continuously over the period under review. This means that prices were
on the incease from month to month in 2012 and 2Q13owever, the2013rise in

price appeared to be marginal when compared to that of 20AS shown in Figure

1b., prices increased slightlyetween the months October 2012 to March 2013.
After March, the graph shows thairices increased marginallgo we see that the
inflation rate was largely a decreasing trend startingApril 2013up to December

2013.The Consumer Price Index for Adinhs shows a gradual decrease and stability
in its movement within the year 2013

Figure 1aConsumer Price Index for all Items
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Figure 1b: Monthly and Annual Inflation for all Items
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Figure 1b shows that annual (yeam-year) inflation haslropped to a singléligitin
the last four months of the year 2013

6.3 Food and norAlcoholic Beverages

The CPI trend for Food and néicoholic Beveragedike the CPI Index for All items,
shows that prices were increasing gradually over the period starting from January
2012 to December 2018Figure2a)Figure 2&urther shows that increasein prices
starting February 2013 to December Z0%as a marginal onéydicatingthat prices
increasedetween this periodut at a decreasing rate.

Figure 2a: Consumer Price Index for Food and Mdecoholic Beverages
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Figure 2b Monthly and Annual Inflation for Food and NeAlcoholic Beverages
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The monthly inflation for Food and Nowlcoholic Beverages shows a steep
downward trend starting in January 20X23.89%)to September 2012 (13.63%)
after which it took an upward movement in October 2012 (14.30%), reaching its
climax in January 2013 (18%).From February 2013 (13.72%) the monthly inflation
rates for Food and NoeAlcoholic Beverages shows a gradual decrease in movement
up to August2013(9.40% when it dropped toa single digit This decrease in the

inflation rate of the Food and NeAlcdholic Beverages continued up December
2013 at therate of 7.46%.

6.4 Alcoholic Beverages, Tobacco and Narcotics

The CPI for Alcoholic Beverages, Tobacco and Nescoitreased gradually from
2012 to 2013as shownon the graph(Figure 3ajpelow. Thismeans that prices for

alcoholic and related products were relatively stable for the period under
consideration

Figure 3a: Consumer Price Index for Alcoholic Beverages, Tobacco and Narcotics
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Figure 3b:Monthly and Annual Inflation for Alcoholic Berages, Tobacco and
Narcotics
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Figure 3b shows that the fluctuatisnin the monthly inflation rate was too rapid
which means that changes in prices for alcoholic and related items were more
frequent. However, the annual inflation rate started going uerh January 2012
(13.15%) to April (16.91%fore making a sharp drop in May (14.73%). From May
the inflation rate started to increase in June (16.53%jore reaching its climax in
July 2012 (17.34%)The rate decreased slightip August to 16.56% andhén
continued to increase gradually to November 2012 (17.32%); decreased in December
2012 (14.06%)ncreased slightly in January 2013 (14.09%), and finally continued to
gradually decrease from February 2013 (13.15%) to (11.59%) in December]t2013.
must be noted that decrease in the rate of inflation over the period under review

does not mean prices have fallen; it rather means that prices grew relatively slower
compared to the previous period.

6.5 Clothing and Footwear

The CPI for clothing and étavear, like in the year 20110 2012, increase gradually

over the period 2012 to 2013And the graph of monthly inflation showed rapid
fluctuations in the movement of price levels in 2012 and 20T3he annual inflation
rate, besides the fluctuation, the trenshows that prices for Clothing and Footwear
decreased considerable in 2013 compared to 20022012 there was a gradual
increase in the monthly inflation rates from Janua2@.82%) to June (26.85%) as the
peak. After June we saw the inflation rate ¥6bthing and Footwear started going
down in July (25.99%), August (24.64%); these decrease in the trend continued

gradually in 2013 tilin December 2013 when the rate stood i all time low of
11.69%.
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Figureda: Consumer Price Index for Clothing and Reear

CPI for Clothing and Footwear

250

200 /_ I/_/"—
5 150
)
E =
§ 100

Monthly
50
0 T T T T T T T T T T T T T T T T T T T T T T T T T
EP55353535835888533523538338
Months
Figure4db: Monthly and Annual Inflation for Clothing and Footwear
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From Figurelb, annual inflation rerains above 10% from January 2012 to December

2013and fluctuated widely

6.6 Housing, Water, Electricity, Gas and Other Fuel

The CPI @iph for this function increase@lmost linearly confirming that prices

increased at a very slow rate for housing and utilities such as water and electricity.
The only exception to the above is in October 2012 when the inflation rate jumped

from 8.79percert in September to 18.62 percerithe Annualnflation graph for this
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category shows that the rate of inflaticior the year 2013wvasslightly rising from
January up to September but declined towathe latter part ofthe year2013.This

means that pricedor this function increased at a very slow rate than the previous
period.

Figure5a: Consumer Price Index for Housing, water, electricity, gas and other fuels
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Figure5b:

Monthly and Annual Inflation for Housing, water, electricity, gas and
other fuels
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Changes in the rate of monthly inflatidor housing, water, electricity, gas and other
fuelswere very rapid andehaved in rather erratic way$n October 2012 the rate
went up to 12.88% and then fell t610.34% in November the following montm
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spite of the above, gnerally, we carsaythat prices were stable for this function
than most of the other functions. The reasons for the behavior of this function could
probably be attributed to the fact that most of the residential buildings in urban
areas are occupied by their owners so rent and other related housing costs are
imputed to determine prices and expenditure aggregates. Also, utilities such as
water, electricity and other fuels are mainly supplied by government or public
corporations estalished by law to carry out such functions. These factors are the
reasons responsible for the low and stable prices of items in this function. But gain,
the monthly and the annual rates reflect the price hick in October 2012 for this
group of items just awas noted undethe CPgraph

6.7 Transport

The CPI trend for transport increased almost linedmgtween the times under
review, that is, between the years 2012 and 20T8&is means the increase in the
Consumer Price Index over this period was gradwad almost uniformly. The
monthly and annualinflation on the other handwas characterized by frequent ups
and downs However,the overall orientation of the annual inflation was generally
downwards. This pattern in the prices of transport was due mdmihe impact of
government regulations and priesontrol efforts.

Figure6a: Consumer Price Index for Transport
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Figure6b: Monthly and Annual Inflation for Transport
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The priceincreases tend to move in a za&g manner; a sudden rise folloddy a
gradualprice stabilization before another rise aga8ofor most part of yearthere is
very little or no increase in the price of transport from month to month; prices
increase for this function is usually announced annually or biannudtyveve,
notwithstanding Government controls or regulation of transport prices, prices tend
to increase during the peak of the rainy season (around June to Augastannual

inflation trend line shows that prices in the current period grew at a much slower
pace than the previous periods

6.8 Furnishing, Household Equipments and Maintenance

The CPI for Furnishing, Household Equipments and Maintenance grew steadily after
a period of almost constant values with very little variations. This means that prices
were stagnant or increased at a very slow pace
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Figure7a: Consumer Price Index for Furnishing, Household Equipments and

Maintenance
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Figure7b: Monthly and Annual Inflation for Furnishing, Household Equipments
and Maintenance
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Thetrend of monthl inflation for this function was volatile as changes from month
to month was rapid and frequent. This was due to the fact that as prices are
collected monthly and at different markets and outlets, average prices changed
rapidly. From Figure 7b, the tremaf annual inflation shows that the rate of price
change decreased gradually starting in January 201atwary 2013vhen the rate
dropped to its lowest point 08.95 percent. The graph shows that prices started to
increase in February 20131(38%), March (12.52%), till October (13.85%) when the
increase in the inflation rate reached its climax before decreasing to 11.38% in December,

2013. Compared to other items in the Consumer Price Index baskeseitems are

bought less frequently. So the stable qgas for these items were due mainly to the
nature of goods involved.
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6.9 Health

For the year 2013like the year 2012the CPI for Health was almost constant as
there was no major shift in the series over the period. The graph below shows that

there was asmall change in the CPI from month to month which did not cause major
impact on the rate of inflation.

Figure8a: Consumer Price Index for Health Product
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Figure8b: Monthly and Annual Inflation for Health Product
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The monthly inflation graphows that there were fluctuatianin the trend but was
of not much significance that could produce great change in the prices of Health
products and services. The annual inflation graph on the other hand shows that the
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rate of inflation for health produ& and services decreased for most of the time over
the period under consideration. The rate declined to its lowest in AdiRat 4.77%
before rising gradually to 9.66 in December 20TRe trend also shows that the
inflation rate health care started deeasing in January 2013.12%) and
continued up to March (6.61%) before raising to June, 2013 (11.41%) the
highest rate in the year. From July to December 2013 the trend shows a
decreasing slope in the annual inflation rate. Note however, a decrease in the
rate of inflation does not mean prices fell, rather it means that the rate of price
increase was smaller compared to the previous period. This behavior of the prices of
health products and services is due mainly to the fact that most of these items are
either provided by a government agency or a rgovernmental organization at low
cost (cost recovery)or free of charge. In fact, governmergresent policy of
promoting a free health service for undérchildren, pregnant and lactating mothers
has led to aituation where most households are spending very little on drugs and
health related services.

6.10 Communication

The CPI trend for Communication increased randomly at a slow pace which indicates
that there were random changes in prices over the perioder considerationThis

is much evidentn the year 2013(that is, between January 2013 and December
2013. Similarly, the montFon-month inflation for this function was largely stable as
there was very few variation of the rate pfice change from Febany 2012 onto
December 2013

Figure9a: Consumer Price Index for Communication Services
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Figure9b: Monthly and Annual Inflation for Communication Services
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As shown in Figure 9bhé trend forthe annual inflation remained almost stable in
2012 up to June 2013ndicating that the rate of price increase weslatively low

over this period. The second half of 2013 saw a gradual increase in thegregear
inflation rate for communication service§his pattern of price movements for
communicatbn persisted due mainly to the nature of communication goods and
services. In reality, the prices of the most popular communication items such as
mobile phones, top up cards or vouchers are usually stable over a long period of

time especially when establiments in this sector are engaged in an advertisement
drive that is characterizkby free gifts to subscribers.

6.11 Recreation and Culture

The CPItrend line for recreation and culture rosgraduallybetween the periods
January 2012and May 2012before it dropped in June 2012 and then remained
almost constant up to November 2012 before showing an increase in December
2012.From January 2013 to December 2013 the trend isna@lmost a linear one
indicating very low rises in the price levels during yiear. The trend in a wajs a bit
similar to that ofthe communicationtrend as most of the periods under review
experienced little or no variation in its CPI.
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FigurelOa: Consumer Price Index for Recreation and Culture Products
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FigurelOb:  Monthly and Annual Inflation for Recreation and Culture Products
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The monthly inflation rate for Recreation and Culture shows great variability in the
2012 series. The inflation rates rangem January 2012-0.90%) and June2012 (-

3.79%) on the lower end to December 2012 (4.26%) on the high side.

However, the

monthly inflation rate for Recreation and Cultureasvalmost uniform frondanuary
to December 2013 There were very little deviations from this pattern for the
recreation and culture series. The arat inflation trend was downward orientated
as the rate of inflation decreased continuously unto November 201.25%). The

series took an upward trend in December 2q225%). This movement continued up to
June 2013 (6.37%) when the trend plateau for the six consecutive months (June to

November) before finally dropping to 2.62% in December 2013.
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6.12 Education

The CPI for education wasiform in the beginning of 201&2nd continued to remain
almost constant up toNovember, 2012before rising inDecemker, 2012 From
January 2013 th€PI trend for education goes on to rise slightly but gradually up to
December, 2013Generally, the shape of the CPI curve for education resembles a
step graph. Monthly inflation was almost zero (0), except for the months of
December 20120.52%) and January 20130.27%), which signal the end of the
current and the beginning of the new academic year. This means that the price of
education, in terms of fees, cost of books, other school materials and uniform was
almost constantor the period under consideration. It must be noted that the cost of
teachers is not included in the total cost of education. Sierra Leone has a free and
compulsory universal primary education for all its citizens.

Figurella: Consumer Price Index f&@ducation products
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Figurellb: Monthly and Annual inflation for Education products
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The annual inflation curve for education waslownward sloping one from January
2012 to September 201Refore making a steep drop in October and Novembére
inflation rate took anupward trend inDecember 2012 and January 2013; since then
the trend is risingslightly in a uniform linear form up to Novemb2013 December
2013 the last month of the year saw a small decrease in the annual inflation rate.
The man reason for the relatively stable and low cost of education in Sierra Leone is
government policy in the sector which aims at providing basic education to pupils.

6.13 Restaurants and Hotels

The CPI graph for Restaurants and Hotels is largely uptnerding, which means

that prices were rising constantlgven though at a slow pace in the period under
review.

Figure Pa: Consumer Price Index for Restaurants and Hotels
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Figurel2b: Monthly and Annual Inflation for Restaurants and Hotels
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This shape of the CPI could suggest that price changes were frequent in the
restaurants and hotels sector. The monthly inflation graph also showed zigzag
movements, confirming the fact that price changes were rapid in the se€tthe
annual inflation the graph shows that prices were all ways risinghe year 2012
climaxing in January, 2013 with an annual inflation rate of 21.41 percent. The

inflation trend showeda downward movementfrom February 201316.88%) unto
December, 2013 when the rate decreased to its lowest at 11.21%.

6.14 Miscellaneous Goods and Services

The CPI trend fothe miscellaneous goods and services increaseasistentlyover

the period under consideration. Goods and Services in this category refer to those
which were not classifet under any of the aforementioned functions. The trend
shows that prices were increasing at a steady pace for this function.

Figure Ba: Consumer Price Index for Miscellaneous Goods and Services
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Figure Bb:  Monthly and Annual inflation for Miscdaneous Goods and Services
Inflation for Miscellaneous Goods and
Services
25.00
__ 20.00
£ 1500 S
§ 1000 |/ \\-\_
E .00 - WMonth
N— - IV
E 0.00 .—I-‘I_-’I-‘-I‘- T T I_|_-I‘-‘T-_—|_ T T T T T T Ll T T 1
-5.00 i ~i ~i ~i ~ ~ ey i ey ey i
S @2 o9 @2 2 3 8 @8 28 2 2 3
(] ~J (] ~J ~ —~J —~J —J ~ —~dJ ~J ~J
= = = = o = = 5 = = o =
2= = 2 ° &8 2 8 = 2 ° & 2
Months
32 |

Sierra Leone Consumer Price Index (CPI) Repor8 201



The pattern was more or less similar to the patterns of the previous functions. The
trend of monthly infldion oscillates between 0% and@which means that prices
were almost stable with very little deviations from time time. With respect to the
trend of annual inflation, the rate of price increase was very higthe first four
months of 2012. The inflation rate increased from January 2052%) to April 2012
(19.04%) before decelerating gradually to a  single didgi as low as05.18%in October
2013. The year ended in December 2013 with slightly increased single digit rate of
5.95%.As a policy measurd) 2 @ S NJ/ ¥y is avéays been directed to ensure
that inflation is kept at a single digit.
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APPENDIX |

Appendix 1. Consumdprice Index by COICOP (208012

(1) The CPI for Food and nedlcoholic Beverages

CPI for Food and NeAlcoholic Beverages

2007 2008 2009 2010 2011 2012 2013 2014
January 96.53 120.88 135.49 14546 16255 201.39 23146 246.17
Febuary 102.55 123.67 136.08 149.22 171.08 206.18 234.47 247.24
March 99.94 12424 135.14 148.77 176.05 20851 237.23 2493
April 99.98 127.99 135.97 149.24 179.52 210.51 238.66 251.46
May 101 130.17 137.97 148.69 182.07 213.15 238.3 253.19
June 105.21 130.35 138,58 149.19 186.29 215.34 238.54 255.18
July 106.72 132.42 141.42 152.1 189.25 217.1 239.2
August 109.49 134.86 143.36 154.88 192.68 219 239.58
September 111.28 136.69 144.05 157.9 194.44 220.95 241.56
October 113.71 136.57 143.63 157.24 19579 223.79 242.46
November 113.72 138.51 138,51 156.99 196.9 225.3 243.66
December 115.32 138.11 141.41 161.92 200.51 228.07 245.08
(i) The CPI for Alcoholic Beverages, Tobacco and Narcotics
CPI for Food and NeAlcoholic Beverages
2007 2008 2009 2010 2011 2012 2013 2014
January 96.53 120.88 135.49 14546 16255 201.39 23146 246.17
February 102.55 123.67 136.08 149.22 171.08 206.18 234.47 247.24
March 99.94 124.24 135.14 148.77 176.05 208.51 237.23 249.30
April 99.98 12799 135.97 149.24 179.52 210.51 238.66 251.46
May 101 130.17 137.97 148.69 182.07 213.15 238.30 253.19
June 105.21 130.35 138.58 149.19 186.29 215.34 238.54 255.18
July 106.72 132.42 14142 1521  189.25 217.1 239.20
August 109.49 134.86 143.36 154.88 192.68 219 239.58
Septenber 111.28 136.69 144.05 157.9 19444 220.95 241.56
October 113.71 136.57 143.63 157.24 195.79 223.79 242.46
November 113.72 138.51 13851 156.99 196.9 225.3 243.66
December 115.32 138.11 14141 161.92 200.51 228.07 245.08
(i)  The CPI for Clothing @Footwear
CPI for Clothing and Foot Wear
2007 2008 2009 2010 2011 2012 2013 2014
January 99.36 104.39 112.89 128.16 14251 176.45 213.79 239.80
February 100.28 105.26 11442 126.05 146.62 181.94 217.28 240.21
March 99.3 105.44 115.27 130.33 147.92 185.94 219.20 241.88
April 100.26 105.73 116.1  132.53 148.49 186.56 221.03 243.21
May 100.81 106.53 117.84 134 152.41 192.29 222.58 244.26
June 103.42 108.1 118.93 136.51 154.49 195.97 22557 245.32
July 104.83 108.19 121.63 137.79 157.18 198.03 23100
August 107.03 108.71 121.63 139.97 160.48 200.03 233.01
September 107.94 109.28 123.63 142.43 165.89 203.5 233.91
October 108.43 110.65 123.84 143.09 168.14 205.79 235.17
November 109.32 109.3 124.32 143.41 170.15 208.67 236.20
December 111.97 109.03 124.87 144.32 173.99 212.44 237.27
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(iv)  The CPI for Housing, Water, Electricity, Gas and Other Fuels

CPI for Housing, Electricity, Water, Gas and other Fuels

2007 2008 2009 2010 2011 2012 2013 2014
January 98.39 117.17 118.84 143.46 160.4 173.13 187.71 206.15
February 99.66 11842 122.38 146.01 163.89 173.94 189.33 208.16
March 99.59 118.84 123.79 147.75 166.46 17448 192.97 209.97
April 101.03 117.45 124.14 149.35 16453 176.48 193.55 210.80
May 101.34 122.2 12547 150.64 169.88 179.53 19549 213.42
June 102.78 120.94 132.34 153.47 16557 177.87 197.88 215.86
July 102.3 121.29 13232 15358 169.46 180.04 199.94
August 103.76 123.87 13491 155.76 170.01 18151 202.23
September 103.99 123.36 13359 156.75 167.58 182.31 203.08
October 103.42 122.62 13385 156.57 173.48 205.79 20341
November 103.61 117.91 134.24 158.64 173.15 184.52 204.05
December 104.33 116.79 137.54 161.29 173.08 186.17 204.41
(V) The CPI for Furnishing, Household Equipments and Maintenance

CPI for Furnishing, Housad equipment and maintenance

2007 2008 2009 2010 2011 2012 2013 2014
January 99.08 106.9 111.11  137.49 168.83 205.69 224.11 249.48
February 99.49 107.61 113.04 144.35 172.06 206.56 230.06 252.56
March 99.56 108.85 112.58 151.09 17452 207.65 233.65 253.18
April 100.66 110.44 113.15 152.33 180.95 208.24 236.59 253.55
May 101.22 111.73 115.03 153.04 18455 209.75 238.10 255.24
June 108.47 110.39 11544 154.2  188.88 210.84 238.14 255.88
July 108.73 109.77 11795 154.79 191.01 211.85 239.13
Augus 109.01 109.73 118.84 156 191.67 213.92 243.14
September 108.96 11241  123.6 158.13  194.32 215.75 244.23
October 109.12 110.51 123.25 160.17 196.23 216.33 246.29
November 11059 110.65 125.71  159.6  199.91 219.48 247.61
December 113.2 110.57 125.65 161.49 204 223.04 248.43
(vi)  The CPI for Health

CPI for Health

2007 2008 2009 2010 2011 2012 2013 2014
January 95.51 104.37 109.28 144.77 167.83 180.26 196.70 213.04
February 95.06 10452 11432 150.73 168.47 183.17 197.68 213.14
March 101.28 107.21 114.27 153.74 172.08 187.27 199.65 213.42
April 104.33 107.09 114.39 156.18 175.29 187.72 200.81 213.82
May 103.82 107.27 11411 15751 177.11 187.85 205.76 214.49
June 103.36 108.37  114.7 160.68 177.61 186.09 207.32 214.74
July 103.2 109.73 115.17 16455 177.33 187.93 208.64
August 105.47 110.72 114.84 166.3 178.61 190.3 209.04
September 105.6 108.8 121.34 170.04 180.74 192.36 209.75
October 106.08 108.83 121.57 168.79 180.87 192.95 211.10
November 106 108.82 124.09 168.79 178.75 19497 211.28
December 106.88 108.86 133.6 168.91 179.18 196.48 212.34
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