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BACKGROUND  INFORMATION

CHANGES  IN  THE  HARMONISED  INDEX  OF  CONSUMER 

PRICES  AND  THE  CONSUMPTION  STRUCTURE  

Table a. Main components of the HICP basket 

in the old EU Member States and in Estonia in 

2005 (%)

The Harmonised Index of Consumer Prices (HICP) 

is calculated for every Member State by using the 

common Eurostat methodology. The index has 

to cover the fi nal fi nancial consumption costs of 

households and correspond to the actual spending 

structure. It means that although the same services 

and goods are being monitored in all Member States 

in order to measure infl ation, the share of goods in 

the aggregate consumer baskets of different states 

may vary greatly (see Table a).

As a result, similar price increase of a component 

on the global market may have a different impact 

on the Harmonised Indices of Consumer Prices of 

countries. For instance, this year the share of motor 

fuel in the average HICP basket of the euro area is 

3.9%. In the case of Estonia, however, the share of 

motor fuel amounts to 6.4% of the CPI basket, i.e. 

approximately 1.6 times more. Therefore, in 2005 

the oil price boost has affected Estonia’s infl ation 

indicator more than the average euro area indicator. 

June 2005 was especially descriptive of the situation, 

when fuel prices in Estonia as well as in the euro area 

rose equally about 8.6–8.7%.1 Its impact on HICP, 

Old EU 

Member 

States

Estonia

Food, alcohol, tobacco products 19.7 31.0

Clothing and footwear 7.3 8.4

Household costs, energy and fuels 14.3 15.5

    motor fuel 3.9 6.4

Other goods and services 58.7 45.1

Total 100.0 100.0

however, was different: in June the HICP for the euro 

area was affected to the extent of 0.3 percentage 

points, whereas in Estonia the contribution was 0.6 

percentage points, i.e. twice as high (see Figure a). 

Divergences in the consumption structure refl ect 

differences in the average income level. As the 

average income increases, the share of goods with 

the most volatile prices in the consumer basket 

– food and fuel – decreases, and that of various 

services increases. This renders the dynamics of 

the Harmonised Index of Consumer Prices much 

more stable.

Figure a. Motor fuel price dynamics and its impacts on HICP in the euro area and in Estonia in 

2004-2005

1 The acceleration of fuel price increase in Estonia in May 2004 refl ects the rise in excise duty rates.


