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EXECUTIVE SUMMARY
The Consumer Price Index (CPI) is an indicator of changes in consumer prices experienced by a 
given population or population group. It is obtained by comparing, over time, the cost of a fixed 
basket of goods and services purchased by consumers. Since the basket contains goods and services 
of unchanging or equivalent quantity and quality, the index reflects only pure price change.  
 
CPIs are usually developed and monitored by the Statistical Departments of National Governments. 
In Somalia, in the absence of a National Government, the Food Security and Nutrition Analysis Unit 
(FSNAU) has been monitoring and providing estimates of CPIs linked to the cost of minimum 
expenditure baskets.  
 
In 2012, FSNAU commissioned a review of its CPI. The review identified the following key 
weaknesses: (i) the inclusion of price-invariant values in the formulation of the Cost of a Minimum 
Basket (CMB); and (ii) the generalization of consumption baskets over diverse contexts. Some 
irregularities in the use of the data were also highlighted. 
 
The current study on the development of a new CPI for Somalia was commissioned by FSNAU with 
the aim of contributing to overcome the recognized limitations of the CPI that FSNAU has been using 
to date.  
 
The current study has developed a set of CPIs on the basis of typical expenditure baskets estimated 
at district level and of prices in main urban markets. This design is considered more appropriate for 
the construction of a CPI than the approach followed so far by FSNAU on the basis of a minimum 
expenditure basket. In particular, the adjustment of the expenditure basket according to typical 
household expenditures allows to better capture the impact of eventual price changes. Furthermore, 
it has been shown how the MEB-based CPI currently in use tends to remarkably underestimate price 
changes.   
 
The weighting system adopted so far for the construction of the previously developed CPI for 
Somalia reflects a minimum needs perspective and therefore it leads to a minimalist approach in the 
construction of the basket. On the contrary, the need to increase the significance of the CPI and the 
effectiveness of its various applications, leads to adopt a new weighting system, which is more in 
line with standard approaches where weights reflect estimates of the composition of expenditures. 
The present study proposes a shift from the minimum expenditure basket approach followed so far 
to the use of a typical expenditure basket.  
 
The household basket to be used for weighting purposes has been developed at district level in the 
development of a new CPI so that the CPI provides a good measure of relevant price changes at 
local level. Price changes of different items included in the expenditure basket are given different 
relevance in order to better reflect local consumption patterns. At the same time, expenditure 
baskets aggregated at higher geographical level – i.e. zonal or national – allow to conduct the 
analysis accordingly.  
 
In addition, the composition of the expenditure basket has been developed as much as possible also 
according to wealth categories of the households. The fact that the expenditure basket is diversified 
by wealth group ensures that monitoring purchasing power of the poorest strata of the population is 
still given the necessary attention. 
 
While the expenditure basket has been developed for both urban and rural areas, the CPI has been 
estimated only for urban areas. Therefore, CPIs estimated at any aggregate level should be used 
with reference to urban areas only.   
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A comparison between the previous CPI based on minimum expenditure basket and the newly 
developed CPI highlights the higher explanatory power of the latter index. In particular, the 
minimalist approach currently in use remarkably underestimates price changes. The newly 
developed CPI is constructed based on a typical expenditure basket as developed through this study 
 
The usual CPI applications can be made of CPI aggregates developed under the current study. The 
most common application is the adjustment of monetary values according to changes in purchasing 
capacity. This involves: a) deflation of monetary values over time, and/or b) adjustment of 
monetary values to different cost of living for different wealth groups or geographical/administrative 
aggregates. In particular, it is recommended that the CPI developed through this study is regularly 
used for any descriptive, analytical and planning purpose which involves the comparative use of 
monetary values, either in terms of time, space or socio-economic aggregates. 
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1. Introduction
This section describes the rationale and scope of the present study. 
 
 
1.1 Background 
 
Access to food through markets in Somalia is a crucial determinant of food security. As market price 
data is among the best and most reliable data sets currently available on Somalia, the functioning of 
markets and the analysis of price data remain important analytical and programming questions, 
which need careful analysis.  
 
The CPI is an indicator of changes in consumer prices experienced by a given population or 
population group. It is obtained by comparing, over time, the cost of a fixed basket of goods and 
services purchased by consumers. Since the basket contains goods and services of unchanging or 
equivalent quantity and quality, the index reflects only pure price change.  
 
The CPI is constructed using the prices of a sample of representative items, whose price levels are 
collected periodically. The CPI can be used as an indicator of economic performance, as deflator of a 
time series of other economic indicators, as well as an index for adjusting currency values. The CPI 
is commonly used as a measure of inflation experienced by consumers on a monthly or yearly basis. 
 
CPIs are usually developed and monitored by the Statistical Departments of National Governments. 
In Somalia, in the absence of a National Government, FSNAU has been monitoring and providing 
estimates of CPIs and the cost of minimum expenditure baskets.  
 
In 2012, FSNAU commissioned a review of the CPI currently in use. The review identified the 
following key weaknesses: (i) the inclusion of price-invariant values in the formulation of the Cost of 
a Minimum Basket (CMB); and (ii) the generalization of consumption baskets over diverse contexts. 
Some irregularities in the use of the data were also highlighted. 
 
The 2012 FSNAU review concluded that for the purposes of monitoring price changes, the inclusion 
of price-invariant components is inappropriate and misleading. Therefore, the expenditure basket 
needs to be reformulated and all elements in the basket need to be defined by both price and 
quantity dimensions. 
 
The study also highlighted that composition of the basket does not need to be inspired by minimum 
expenditures, but by what can be considered typical expenditures. In order to capture information 
on consumption a new section should be added to the current data collection form, both for 
household (HH) surveys and for focus group discussions (FGD) or interview of key informants. 
 
The 2012 FSNAU review recommended that, when expanding the basket for the estimation of CPI 
beyond the Minimum Expenditure Basket (MEB), the selection of additional items should take into 
account some characteristics, among which price volatility is particularly relevant. The higher its 
price volatility, the less appropriate is the item for the estimation of CPI. Therefore the price 
fluctuations of each new item in each market should be analyzed before deciding about its inclusion 
in the basket. Items with lower price variability and higher consistency of price changes should be 
preferred. 
 
Accordingly, FSNAU commissioned the development of a new CPI for Somalia with the aim of 
contributing to overcome the recognized limitations of the CPI currently in use.1  
 

                                                
1 Initial steps towards the estimation of a CPI have been taken by the World Bank, although their effort is limited to 
Somaliland. The methodology applied for such initiative is similar to the one followed through the present study; the main 
difference being the larger expenditure dataset considered in that case. 
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markets and the analysis of price data remain important analytical and programming questions, 
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The CPI is an indicator of changes in consumer prices experienced by a given population or 
population group. It is obtained by comparing, over time, the cost of a fixed basket of goods and 
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equivalent quantity and quality, the index reflects only pure price change.  
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a Minimum Basket (CMB); and (ii) the generalization of consumption baskets over diverse contexts. 
Some irregularities in the use of the data were also highlighted. 
 
The 2012 FSNAU review concluded that for the purposes of monitoring price changes, the inclusion 
of price-invariant components is inappropriate and misleading. Therefore, the expenditure basket 
needs to be reformulated and all elements in the basket need to be defined by both price and 
quantity dimensions. 
 
The study also highlighted that composition of the basket does not need to be inspired by minimum 
expenditures, but by what can be considered typical expenditures. In order to capture information 
on consumption a new section should be added to the current data collection form, both for 
household (HH) surveys and for focus group discussions (FGD) or interview of key informants. 
 
The 2012 FSNAU review recommended that, when expanding the basket for the estimation of CPI 
beyond the Minimum Expenditure Basket (MEB), the selection of additional items should take into 
account some characteristics, among which price volatility is particularly relevant. The higher its 
price volatility, the less appropriate is the item for the estimation of CPI. Therefore the price 
fluctuations of each new item in each market should be analyzed before deciding about its inclusion 
in the basket. Items with lower price variability and higher consistency of price changes should be 
preferred. 
 
Accordingly, FSNAU commissioned the development of a new CPI for Somalia with the aim of 
contributing to overcome the recognized limitations of the CPI currently in use.1  
 

                                                
1 Initial steps towards the estimation of a CPI have been taken by the World Bank, although their effort is limited to 
Somaliland. The methodology applied for such initiative is similar to the one followed through the present study; the main 
difference being the larger expenditure dataset considered in that case. 
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Accordingly, FSNAU commissioned the development of a new CPI for Somalia with the aim of 
contributing to overcome the recognized limitations of the CPI currently in use.1  
 
1.1.1 The current CPI 
 
The dataset managed by the FSNAU includes time series of prices of a multitude of 
commodities, which have been monitored across 48 markets and 51 rural trading centers,2 
most of which since 1995. The length of the time span covered, as well as the persistent 
conditions of financial and economic – not to mention political, institutional, military – turmoil, 
which characterizes the Somali context since the early 1990s, require an appropriate system 
of accounting for the evident commodity inflation periods, which have occurred throughout 
the past two decades. Figure 1 presents some typical features of food price trends. Although 
Figure 1 refers to a single market, the patterns highlighted are common to all markets in 
Somalia. As shown in Figure 1, the problem has become particularly evident since 2008-09, 
when Somalia experienced hyperinflation due to a combination of excessive illegal printing of 
the Somali Shilling and the impact of the global food price crisis. The problem has re-emerged 
in the context of the more recent global economic crisis. It is worth stressing that the Somali 
economy seems to be well integrated with the global market. This makes the domestic 
economic context more exposed to the increasing volatility experienced by the global 
economy during recent years. 
 
The estimation of CPI involves the definition of a basket of goods and services whose overall 
cost is monitored overtime. In order to deal with this issue FSNAU developed a Minimum 
Expenditure Basket (MEB) in 2008 with specific reference to the town of Baidoa3 through field 
discussions with FSNAU field analysts, and on the basis of previous studies.  
 
The MEB is based on a minimum set of basic commodities, including food and non-food items 
needed for a household of 6-7 members for a period of one month. In particular, the food 
basket included in the MEB reflects commodities commonly consumed by households (HH).4  
 
The elaboration of weights associated with each of the basic commodities reflects the 
estimated average share of household consumption in relation to the reference amount 
(minimum dietary intake) of 2,100 kcal per person per day. In view of field security 
constraints, this estimation was not done on the basis of a Household Consumption and 
Expenditure Survey (HCES) – the normal procedure for the estimation of the basket and CPI. 
As mentioned above, it was instead based on expert knowledge and on data collected using 
Rapid Assessment Techniques (RATs), such as the Household Economy Approach (HEA).  
 
In order to make the MEB more representative of local contexts, four sub-baskets were 
designed: two baskets covering the rural and urban centers in the North West and the other 
two covering the rural and urban centers in the rest of the country.5 Table A1 in the Annex 
reports the composition of the MEB for the poor in the two parts of the country. 
 
The MEB is used as one of the indicators for monitoring urban food security on a quarterly 
basis. For a set of urban centers, prices of all items in the MEB are multiplied by the set 
quantities. This allows the Cost of Minimum Basket (CMB) for each town covered to be 

                                                
1 Initial steps towards the estimation of a CPI have been taken by the World Bank, although their effort is limited to Somaliland. 
The methodology applied for such initiative is similar to the one followed through the present study; the main difference being 
the larger expenditure dataset considered in that case. 
2 The rural market monitoring was conducted under the Somali Livelihood Indicator Monitoring System (SLIMS) adopted by 
FSNAU where, in addition to prices, various other food security indicators have been collected. 
3 See FSNAU, 2009. 
4 All items in the basket are categorized as either “survival” or “essential”. The former category covers all items that are 
absolutely necessary to sustaining life. Those items categorized as “essential”, while extremely important, can either be reduced 
or done away with completely, however only as a last resort.   
5 This is mainly a reflection of different currencies used in the two areas: Somaliland Shillings (SlSh) in the former and Somali 
Shillings (SoSh) in the latter. 
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The MEB is based on a minimum set of basic commodities, including food and non-food items 
needed for a household of 6-7 members for a period of one month. In particular, the food basket 
included in the MEB reflects commodities commonly consumed by households (HH).4  
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the Cost of Minimum Basket (CMB) for each town covered to be estimated. Subsequent higher level 
of aggregation allows the CMB at zonal and regional level to be estimated. The average CMB for a 
given zone is: 
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2 The rural market monitoring was conducted under the Somali Livelihood Indicator Monitoring System (SLIMS) 
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 Figure 1 Food price evolution in a Somali market 
 

 
 

 Data source: FSNAU 

Figure 1: Food price evolution in a Somali market

Data Source: FSNAU
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estimated. Subsequent higher level of aggregation allows the CMB at zonal and regional level 
to be estimated. The average CMB for a given zone is: 
 
 
 
 
 
 

 

 

 

 
  

(1) 
 

where: 
i identifies the ith market center 
j identifies the jth commodity 
 
To date, the CMB has been used by FSNAU for the computation of an urban Consumer Price 
Index to measure the effects of an eventual price rise on the urban households’ ability to 
afford the MEB. The CPI is computed as the average percentage change in the CMB between 
the base period and the current period. For each market considered – and consequently for all 
regions and zones the Laspeyres Weighted Price Index is used as follows6:  
 
 
 

 
 

 

 

 
  

(2) 
 

 
where: 
P0 is the average price during the base period 
Pc is the average price during the current period 
Q0 is the weight during the base period 
Qc is the weight during the current period 
 
1.1.2  Limitations of the current CPI 
 
The CPI used so far by FSNAU (which is based on CMB) has several limitations. The political 
instability of the Somali context does not allow for reliable data collection of household 
consumption and expenditures along normal procedures for representative household 
surveys. This implies a major constraint in the design of the weighting system which is 
required for the index, as well as the generalization of consumption baskets over diverse 
contexts. Furthermore, the number of items for which prices are regularly monitored is very 
limited compared to internationally accepted standards. Besides the major constraints just 
mentioned, a recent review7 has highlighted some limitations of the current structure of the 
index, such as the inclusion of price-invariant values in the formulation of the Cost of 
Minimum Basket. 
 
The construction of the Minimum Expenditure Basket adopted so far has been based on the 
estimation of minimum expenditures for items needed both for survival and for sustaining 
livelihoods. This has resulted in the inclusion of estimates of essential expenditures in the 
CMB for which prices are not regularly monitored, i.e. school fees, human drugs, clothes, 
social tax, and finally the generic category “any other”. However, prices of these items have 
not been regularly updated. For the purposes of monitoring price changes, the inclusion of 
price-invariant components is considered inappropriate and misleading. Therefore, the 
expenditure basket needs to be reformulated and all elements in the basket need to be 
defined by both price and quantity dimensions. 
 
Most importantly, the composition of the CPI basket does not need to be based on minimum 
expenditures, but rather on the basis of actual average expenditures. In order to capture 
                                                
6 The March 2007 CMB is set equal to 100 and the CMB in other periods are indexed. 
7 See FSNAU CPI Report, 2012 
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estimated. Subsequent higher level of aggregation allows the CMB at zonal and regional level 
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1.1.1 The current CPI 
 
The dataset managed by the FSNAU includes time series of prices of a multitude of commodities, 
which have been monitored across 48 markets and 51 rural trading centers,2 most of which since 
1995. The length of the time span covered, as well as the persistent conditions of financial and 
economic – not to mention political, institutional, military – turmoil, which characterizes the Somali 
context since the early 1990s, require an appropriate system of accounting for the evident 
commodity inflation periods, which have occurred throughout the past two decades. Figure 1 
presents some typical features of food price trends. Although Figure 1 refers to a single market, the 
patterns highlighted are common to all markets in Somalia. As shown in Figure 1, the problem has 
become particularly evident since 2008-09, when Somalia experienced hyperinflation due to a 
combination of excessive illegal printing of the Somali Shilling and the impact of the global food 
price crisis. The problem has re-emerged in the context of the more recent global economic crisis. It 
is worth stressing that the Somali economy seems to be well integrated with the global market. This 
makes the domestic economic context more exposed to the increasing volatility experienced by the 
global economy during recent years. 
 
The estimation of CPI involves the definition of a basket of goods and services whose overall cost is 
monitored overtime. In order to deal with this issue FSNAU developed a Minimum Expenditure 
Basket (MEB) in 2008 with specific reference to the town of Baidoa3 through field discussions with 
FSNAU field analysts, and on the basis of previous studies.  
 
The MEB is based on a minimum set of basic commodities, including food and non-food items 
needed for a household of 6-7 members for a period of one month. In particular, the food basket 
included in the MEB reflects commodities commonly consumed by households (HH).4  
 
The elaboration of weights associated with each of the basic commodities reflects the estimated 
average share of household consumption in relation to the reference amount (minimum dietary 
intake) of 2,100 kcal per person per day. In view of field security constraints, this estimation was 
not done on the basis of a Household Consumption and Expenditure Survey (HCES) – the normal 
procedure for the estimation of the basket and CPI. As mentioned above, it was instead based on 
expert knowledge and on data collected using Rapid Assessment Techniques (RATs), such as the 
Household Economy Approach (HEA).  
 
In order to make the MEB more representative of local contexts, four sub-baskets were designed: 
two baskets covering the rural and urban centers in the North West and the other two covering the 
rural and urban centers in the rest of the country.5 Table A1 in the Annex reports the composition of 
the MEB for the poor in the two parts of the country. 
 
The MEB is used as one of the indicators for monitoring urban food security on a quarterly basis. For 
a set of urban centers, prices of all items in the MEB are multiplied by the set quantities. This allows 
the Cost of Minimum Basket (CMB) for each town covered to be estimated. Subsequent higher level 
of aggregation allows the CMB at zonal and regional level to be estimated. The average CMB for a 
given zone is: 
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1.1.2 Limitations of the current CPI 
 
The CPI used so far by FSNAU (which is based on CMB) has several limitations. The political 
instability of the Somali context does not allow for reliable data collection of household consumption 
and expenditures along normal procedures for representative household surveys. This implies a 
major constraint in the design of the weighting system which is required for the index, as well as the 
generalization of consumption baskets over diverse contexts. Furthermore, the number of items for 
which prices are regularly monitored is very limited compared to internationally accepted standards. 
Besides the major constraints just mentioned, a recent review7 has highlighted some limitations of 
the current structure of the index, such as the inclusion of price-invariant values in the formulation 
of the Cost of Minimum Basket. 
 
The construction of the Minimum Expenditure Basket adopted so far has been based on the 
estimation of minimum expenditures for items needed both for survival and for sustaining 
livelihoods. This has resulted in the inclusion of estimates of essential expenditures in the CMB for 
which prices are not regularly monitored, i.e. school fees, human drugs, clothes, social tax, and 
finally the generic category “any other”. However, prices of these items have not been regularly 
updated. For the purposes of monitoring price changes, the inclusion of price-invariant components 
is considered inappropriate and misleading. Therefore, the expenditure basket needs to be 
reformulated and all elements in the basket need to be defined by both price and quantity 
dimensions. 
 
Most importantly, the composition of the CPI basket does not need to be based on minimum 
expenditures, but rather on the basis of actual average expenditures. In order to capture differences 
in expenditure characteristics of specific areas or groups, the composition of the basket has been 
widened. In this regard, the main constraint relates to the limited number of items for which prices 
are monitored by FSNAU. In view of the difficulties related to information gathering in Somalia, the 
expenditure basket is to be developed by making use of the expenditures for which prices are 
currently monitored. 
 
In order to capture information on consumption required for the construction of the CPI, a series of 
data collection exercises were run in making use of different data collection techniques, ranging 
from proper household expenditure surveys to focus group interviews.  
 
1.1 Scope of work 
 
Based on the limitations highlighted above, the purpose of this study is to complete the construction 
of the CPI by reviewing the basket of commodities monitored using recently collected data.  
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Accordingly, FSNAU commissioned the development of a new CPI for Somalia with the aim of 
contributing to overcome the recognized limitations of the CPI currently in use.1  
 
1.1.1 The current CPI 
 
The dataset managed by the FSNAU includes time series of prices of a multitude of 
commodities, which have been monitored across 48 markets and 51 rural trading centers,2 
most of which since 1995. The length of the time span covered, as well as the persistent 
conditions of financial and economic – not to mention political, institutional, military – turmoil, 
which characterizes the Somali context since the early 1990s, require an appropriate system 
of accounting for the evident commodity inflation periods, which have occurred throughout 
the past two decades. Figure 1 presents some typical features of food price trends. Although 
Figure 1 refers to a single market, the patterns highlighted are common to all markets in 
Somalia. As shown in Figure 1, the problem has become particularly evident since 2008-09, 
when Somalia experienced hyperinflation due to a combination of excessive illegal printing of 
the Somali Shilling and the impact of the global food price crisis. The problem has re-emerged 
in the context of the more recent global economic crisis. It is worth stressing that the Somali 
economy seems to be well integrated with the global market. This makes the domestic 
economic context more exposed to the increasing volatility experienced by the global 
economy during recent years. 
 
The estimation of CPI involves the definition of a basket of goods and services whose overall 
cost is monitored overtime. In order to deal with this issue FSNAU developed a Minimum 
Expenditure Basket (MEB) in 2008 with specific reference to the town of Baidoa3 through field 
discussions with FSNAU field analysts, and on the basis of previous studies.  
 
The MEB is based on a minimum set of basic commodities, including food and non-food items 
needed for a household of 6-7 members for a period of one month. In particular, the food 
basket included in the MEB reflects commodities commonly consumed by households (HH).4  
 
The elaboration of weights associated with each of the basic commodities reflects the 
estimated average share of household consumption in relation to the reference amount 
(minimum dietary intake) of 2,100 kcal per person per day. In view of field security 
constraints, this estimation was not done on the basis of a Household Consumption and 
Expenditure Survey (HCES) – the normal procedure for the estimation of the basket and CPI. 
As mentioned above, it was instead based on expert knowledge and on data collected using 
Rapid Assessment Techniques (RATs), such as the Household Economy Approach (HEA).  
 
In order to make the MEB more representative of local contexts, four sub-baskets were 
designed: two baskets covering the rural and urban centers in the North West and the other 
two covering the rural and urban centers in the rest of the country.5 Table A1 in the Annex 
reports the composition of the MEB for the poor in the two parts of the country. 
 
The MEB is used as one of the indicators for monitoring urban food security on a quarterly 
basis. For a set of urban centers, prices of all items in the MEB are multiplied by the set 
quantities. This allows the Cost of Minimum Basket (CMB) for each town covered to be 

                                                
1 Initial steps towards the estimation of a CPI have been taken by the World Bank, although their effort is limited to Somaliland. 
The methodology applied for such initiative is similar to the one followed through the present study; the main difference being 
the larger expenditure dataset considered in that case. 
2 The rural market monitoring was conducted under the Somali Livelihood Indicator Monitoring System (SLIMS) adopted by 
FSNAU where, in addition to prices, various other food security indicators have been collected. 
3 See FSNAU, 2009. 
4 All items in the basket are categorized as either “survival” or “essential”. The former category covers all items that are 
absolutely necessary to sustaining life. Those items categorized as “essential”, while extremely important, can either be reduced 
or done away with completely, however only as a last resort.   
5 This is mainly a reflection of different currencies used in the two areas: Somaliland Shillings (SlSh) in the former and Somali 
Shillings (SoSh) in the latter. 

1.2 Scope of Work

6 The March 2007 CMB is set Equal to 100 and the CMB in other periods are indexed
7 See FSNAU CPI Report
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 2. METHODOLOGY
This section provides information on the methodological approach used in this study, from the 
design of the construction of the consumer price index, to the collection and analysis of the data.  
 
 
2.1 The index and its weighting system 
 
Three alternative formulas can be used for the construction of CPIs: Laspeyres’ Formula, Paasche’s 
Formula and Fisher’s Formula. In normal economic situations, the Laspeyres’ index tends to show an 
upward bias (in relation to the true cost of living index) with the passage of time. On the contrary, 
the Paasche’s index shows a downward bias. Finally, the Fisher’s index is the geometric mean of the 
Laspeyres’ and Paasche’s indices and, as such, closest to the true cost of living index. 
 
Consumer Price Indices used in most countries across the world are based on the Laspeyres’ formula 
mainly due to practical simplicity in its compilation as the weights are determined in the base period 
and remain constant during the entire life of the index. 
 
Two types of data are required to construct a CPI: price data and weighting data. The former refer 
to a sample of goods and services and the latter are estimates of the shares of the different 
categories of expenditure covered by the index. The weights should reflect the composition of 
expenditure between the price-reference period and the current period. As common practice, this 
study makes use of the Laspeyres Index, which refers weights to the base period: 
 
Laspeyres Index 
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where: 
P0 is the average price during the base period 
Pc is the average price during the current period 
Q0 is the weight during the base period 
Qc is the weight during the current period 
   
Defined as such, the index in (3) above is not different from its current formulation. The only 
difference is in the weights used for its construction. The weighting system adopted so far reflects a 
minimum needs perspective and therefore it leads to a minimalist approach in the construction of 
the basket. On the contrary, the need to increase the significance of the CPI and the effectiveness of 
its various applications, leads to adopt a new weighting system, which is more in line with standard 
approaches where weights reflect estimates of the composition of expenditures. 
 
Along a common approach, a few steps can be identified for the construction of a CPI. The CPI 
measures changes in the cost of a representative basket of goods and services. This involves 
weighting together aggregated prices for different categories of goods and services so that each 
takes its appropriate share within household budgets. At the lowest level, therefore, each 
elementary aggregate should receive a weight equal to the ratio of expenditure by index households 
on goods and services represented by that aggregate to all expenditure in the country by index 
households on items within the scope of the index.8 For this purpose, a few steps can be identified 
for the construction of a CPI. First, prices collected are arranged into elementary aggregates, from 
which elementary aggregate indices are computed each month. An elementary aggregate index can 
be constructed in different ways, based on the geometric mean (GM), the ratio of average prices 
(RA) or the average of price relatives (AR). The GM is the method used most often. Each item is 
stratified by region, type of outlet, and other criteria; therefore, an elementary aggregate consists of 
all the prices of each item collected in one stratum. Indices for higher levels are weighted averages 
of the elementary aggregate indices. The aggregation of elementary aggregate indices, item indices, 
class indices and higher-level indices is done through weights based on relevant population size and 
respective composition of budget shares. 
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households on items within the scope of the index.8 For this purpose, a few steps can be identified 
for the construction of a CPI. First, prices collected are arranged into elementary aggregates, from 
which elementary aggregate indices are computed each month. An elementary aggregate index can 
be constructed in different ways, based on the geometric mean (GM), the ratio of average prices 
(RA) or the average of price relatives (AR). The GM is the method used most often. Each item is 
stratified by region, type of outlet, and other criteria; therefore, an elementary aggregate consists of 
all the prices of each item collected in one stratum. Indices for higher levels are weighted averages 
of the elementary aggregate indices. The aggregation of elementary aggregate indices, item indices, 
class indices and higher-level indices is done through weights based on relevant population size and 
respective composition of budget shares. 
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Figure 2: Structure of weight matrix

Source: Author
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the basket. On the contrary, the need to increase the significance of the CPI and the effectiveness of 
its various applications, leads to adopt a new weighting system, which is more in line with standard 
approaches where weights reflect estimates of the composition of expenditures. 
 
Along a common approach, a few steps can be identified for the construction of a CPI. The CPI 
measures changes in the cost of a representative basket of goods and services. This involves 
weighting together aggregated prices for different categories of goods and services so that each 
takes its appropriate share within household budgets. At the lowest level, therefore, each 
elementary aggregate should receive a weight equal to the ratio of expenditure by index households 
on goods and services represented by that aggregate to all expenditure in the country by index 
households on items within the scope of the index.8 For this purpose, a few steps can be identified 
for the construction of a CPI. First, prices collected are arranged into elementary aggregates, from 
which elementary aggregate indices are computed each month. An elementary aggregate index can 
be constructed in different ways, based on the geometric mean (GM), the ratio of average prices 
(RA) or the average of price relatives (AR). The GM is the method used most often. Each item is 
stratified by region, type of outlet, and other criteria; therefore, an elementary aggregate consists of 
all the prices of each item collected in one stratum. Indices for higher levels are weighted averages 
of the elementary aggregate indices. The aggregation of elementary aggregate indices, item indices, 
class indices and higher-level indices is done through weights based on relevant population size and 
respective composition of budget shares. 
 
In order to reformulate the estimation of the CPI in Somalia along the general approach presented 
above, it is necessary to adopt a new weighting system and substitute the minimalist approach 
followed so far by FSNAU for the estimation of MEB. On the contrary, no change is required at this 
stage for the estimation of average prices at market level. 
  
Having said that, it is necessary to consider a certain inconsistency in terms of the different 
administrative units at which data on prices and on household expenditures refer to. With reference 
to urban centers, data on prices refer to individual urban centers, while data on household 
expenditures refer to districts, in each of which there may be more than one urban center. As a 
complication, the number of markets that are currently monitored by FSNAU is limited and spread 
irregularly. In fact, only one urban market is monitored in most of the regions in the North. On the 
contrary, a larger number of urban markets is regularly monitored in the southern regions.  
 
A further complication faced with the construction of the Somali CPI is the availability and reliability 
of population data, which is required for the weighting process. It is easy to understand how both 
availability and reliability of such data increase at higher levels of aggregation. For instance, with 
reference to Mogadishu – which is coextensive with the region of Banaadir – population data is not 
available for each of the 16 administrative districts into which Mogadishu is officially divided. 
 
Considering the points just highlighted, the household basket to be used for weighting purposes has 
been developed at district level. Accordingly, data on consumption were classified according to the 
interviewee’s location. In addition, the classification has been done as much as possible also 
according to wealth categories of the interviewee.9 This leads to the diversification of weights to the 
district level (for the districts where at least one market is covered through the FSNAU’s market 
monitoring system) and – wherever available – to the level of wealth categories. For wealth 
categories, weighting is limited to two categories: ‘Poor and Very Poor’ versus ‘Other’ wealth groups. 
Weights estimated at district level are subsequently averaged at regional level. Regional averages 
are used for the application of the Laspeyres formula. Therefore, regional average weights are used 
for the estimation of item indices and class indices with reference to all markets which are in the 
same region. As mentioned earlier, wherever wealth data allows, indices at regional level are further 
diversified by wealth group. 
  
Through the weighting process a weight matrix similar to the one in Figure 2 has been used to 
aggregate indices estimated at different levels. Such aggregation is based on population size, or 
more correctly, on the share of population from different aggregates. For this exercise, population 
data and distribution of wealth groups are derived from the 2005 UNDP Population Estimation 
Surveys for Somalia and have been integrated with data from FSNAU.  
 

Item 1 Item 2 Item 3 … Total
Population 
weight

Very Poor & Poor SA VP&P 1.00
Other SA Other 1.00

All SA All 1.00
Very Poor & Poor SB VP&P 1.00

Other SB Other 1.00
All SB All 1.00

… … … 1.00
Very Poor & Poor SZ VP&P 1.00

Other SZ Other 1.00
All SZ All 1.00

Area A

Area B

Area Z

Expenditure shares
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Defined as such, the index in (3) above is not different from its current formulation. The only 
difference is in the weights used for its construction. The weighting system adopted so far 
reflects a minimum needs perspective and therefore it leads to a minimalist approach in the 
construction of the basket. On the contrary, the need to increase the significance of the CPI 
and the effectiveness of its various applications, leads to adopt a new weighting system, 
which is more in line with standard approaches where weights reflect estimates of the 
composition of expenditures. 
 
Along a common approach, a few steps can be identified for the construction of a CPI. The 
CPI measures changes in the cost of a representative basket of goods and services. This 
involves weighting together aggregated prices for different categories of goods and services 
so that each takes its appropriate share within household budgets. At the lowest level, 
therefore, each elementary aggregate should receive a weight equal to the ratio of 
expenditure by index households on goods and services represented by that aggregate to all 
expenditure in the country by index households on items within the scope of the index.8 For 
this purpose, a few steps can be identified for the construction of a CPI. First, prices collected 
are arranged into elementary aggregates, from which elementary aggregate indices are 
computed each month. An elementary aggregate index can be constructed in different ways, 
based on the geometric mean (GM), the ratio of average prices (RA) or the average of price 
relatives (AR). The GM is the method used most often. Each item is stratified by region, type 
of outlet, and other criteria; therefore, an elementary aggregate consists of all the prices of 
each item collected in one stratum. Indices for higher levels are weighted averages of the 
elementary aggregate indices. The aggregation of elementary aggregate indices, item indices, 
class indices and higher-level indices is done through weights based on relevant population 
size and respective composition of budget shares. 
 
In order to reformulate the estimation of the CPI in Somalia along the general approach 
presented above, it is necessary to adopt a new weighting system and substitute the 
minimalist approach followed so far by FSNAU for the estimation of MEB. On the contrary, no 
change is required at this stage for the estimation of average prices at market level. 
  
Having said that, it is necessary to consider a certain inconsistency in terms of the different 
administrative units at which data on prices and on household expenditures refer to. With 
reference to urban centers, data on prices refer to individual urban centers, while data on 
household expenditures refer to districts, in each of which there may be more than one urban 
center. As a complication, the number of markets that are currently monitored by FSNAU is 
limited and spread irregularly. In fact, only one urban market is monitored in most of the 
regions in the North. On the contrary, a larger number of urban markets is regularly 
monitored in the southern regions.  
 
A further complication faced with the construction of the Somali CPI is the availability and 
reliability of population data, which is required for the weighting process. It is easy to 
understand how both availability and reliability of such data increase at higher levels of 
aggregation. For instance, with reference to Mogadishu – which is coextensive with the region 
of Banaadir – population data is not available for each of the 16 administrative districts into 
which Mogadishu is officially divided. 
 
Considering the points just highlighted, the household basket to be used for weighting 
purposes has been developed at district level. Accordingly, data on consumption were 
classified according to the interviewee’s location. In addition, the classification has been done 
as much as possible also according to wealth categories of the interviewee.9 This leads to the 

                                                
8 See Office for National Statistics, 2012 
9 Unfortunately, this was not the case of the data collection conducted through the Urban HH Expenditure Survey in the North. 
Despite proper data collection plans, in such occasion the link between expenditure data and socio-economic characteristics of 
the interviewee were lost during data entry. 
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Weights estimated at district level are subsequently averaged at regional level. Regional averages 
are used for the application of the Laspeyres formula. Therefore, regional average weights are used 
for the estimation of item indices and class indices with reference to all markets which are in the 
same region. As mentioned earlier, wherever wealth data allows, indices at regional level are further 
diversified by wealth group. 
  
Through the weighting process a weight matrix similar to the one in Figure 2 has been used to 
aggregate indices estimated at different levels. Such aggregation is based on population size, or 
more correctly, on the share of population from different aggregates. For this exercise, population 
data and distribution of wealth groups are derived from the 2005 UNDP Population Estimation 
Surveys for Somalia and have been integrated with data from FSNAU.  
 
2.2 The expenditure basket 
 
The present study proposes a shift from the minimum expenditure basket approach followed so far 
to the use of a typical basket. This is based on the consideration that while the MEB is focused on 
the capacity of poor and/or very poor households to access their basic needs, a Typical Expenditure 
Basket (TEB) is expected to provide a better picture in terms of changes in access capacity. 
Moreover, the fact that the expenditure basket is diversified by wealth group ensures that 
monitoring purchasing power of the poorest strata of the population is still given the necessary 
attention. In other words, shifting from MEB to TEB reflects a win-win strategy since it allows ceteris 
paribus more effective monitoring capacity through the optimal use of available data. 
 
The composition of the consumption basket used for the estimation and analysis of the CPI is 
regularly detailed by a long list of items arranged in various categories and subcategories. However, 
in the case of Somalia the main constraint is given by the limited number of items for which prices 
are monitored. The household surveys conducted by FSNAU in urban and rural areas provide a 
certain insight into household expenditures, mainly in terms of food consumption. However, this 
information is not of much use for the estimation of the CPI, because not all the prices of the various 
goods and services are monitored throughout the year. At the same time, the price monitoring 
system run by FSNAU covers 48 products, as listed in Table A.2 in the Annexes and summarized by 
category in Table 1. In this case, the missing information is about the quantities consumed. 
 
In order to design a sufficiently representative CPI, all items – i.e. both commodities and services – 
for which prices are regularly monitored through the FSNAU Integrated Database System (IDS) have 
been considered for inclusion in the basket to be taken as reference to monitor price changes. The 
consideration of the different timeframes typical for consumption of some items – in some cases 
dictated by seasonality – has resulted in the need to diversify the recall period according to expected 
frequency of consumption. For most of the items surveyed, the recall period is up to one month 
before the interview. However, for the purchase of animals and for expenditure related to services 
the recall period has been extended to the six months prior to the interview.10 
 
2.3 Data collection 
 
In most countries, data used for the construction of the CPI is normally collected through Household 
Consumption and Expenditure Surveys (HCES). The results from this type of survey help to identify 
which goods and services are representative of typical consumption and therefore are appropriate to 
be included in the basket. The weights of specific goods and services are normally estimated as the 
share of total household expenditure covered by such goods and services (elementary aggregates). 
Once calculated, CPI weights are fixed until the next HCES.  
 
However, in the case of Somalia, this approach is severely constrained, due to the protracted crisis 
situation in many parts of the country. Wherever feasible, data collection was conducted through 
proper household surveys. This was the case in urban areas of northern Somalia (‘North Urban’), 
where an ad hoc component was included based on the Urban Household Survey conducted in June 
2012.11 However, predominant insecurity conditions did not allow for this approach to be replicated 
in other areas. In July 2012 and in March-April 2013 data collection was conducted through focus 
group (FG) discussions and key informant interviews in other rural areas in the Southern and 
Central zones, as well as in some urban areas in the Southern and Central zones. Finally, data from 
rural areas in the North were derived from HEA baselines previously conducted by FSNAU.  
 
While the focus of this study is predominantly on urban areas, conditions at the time when fieldwork 
was conducted did not allow for the same coverage in the Southern and Central regions as in the 
North. This has led to a larger representation of rural areas and has left uncovered the urban areas 
of Bay, Bakool, Galgadud and Hiran. In consultation with FSNAU, the expenditure basket for urban 
areas in these regions has been estimated through the elaboration of data collected previously12 and 
through simulations based on data from neighboring regions and from rural areas within the same 
region.   
 
For both the HH surveys and the FG discussions, the form provided in Table A.3 of the Annexes was 
used. 
 
Expenditures included in the typical expenditure basket were referred to June 2012, which was 
taken as the base period for the estimation of the CPI. Ideally, any base period taken as a reference 
to monitor the evolution of a process should reflect a few characteristics, as in particular: (i) 
normality in the level of production, trade and in the price level and price variations, (ii) availability 
of reliable price data, (iii) a year as recent as possible. Having said that, the concept of normality 
becomes almost irrelevant in a context that is continuously characterized by unstable conditions, as 
it is the case in most parts of Somalia, either due to human factors or natural factors, or a 
combination of both. Therefore, in consultation with FSNAU, it was decided to minimize reporting 
errors by making reference to the most recent period. This was the case of the Urban Household 
Survey conducted in June 2012, when an ad hoc component focused on the construction of the 
expenditure basket was added to the regular monitoring activities conducted in such occasion by 
FSNAU. All data collections conducted at a later stage in Central and Southern Somalia through FG 
discussions and key interviews were referred to the same base period.    
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diversification of weights to the district level (for the districts where at least one market is 
covered through the FSNAU’s market monitoring system) and – wherever available – to the 
level of wealth categories. For wealth categories, weighting is limited to two categories: ‘Poor 
and Very Poor’ versus ‘Other’ wealth groups. Weights estimated at district level are 
subsequently averaged at regional level. Regional averages are used for the application of the 
Laspeyres formula. Therefore, regional average weights are used for the estimation of item 
indices and class indices with reference to all markets which are in the same region. As 
mentioned earlier, wherever wealth data allows, indices at regional level are further 
diversified by wealth group. 
  
Through the weighting process a weight matrix similar to the one in Figure 2 has been used 
to aggregate indices estimated at different levels. Such aggregation is based on population 
size, or more correctly, on the share of population from different aggregates. For this 
exercise, population data and distribution of wealth groups are derived from the 2005 UNDP 
Population Estimation Surveys for Somalia and have been integrated with data from FSNAU.  
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focused on the capacity of poor and/or very poor households to access their basic needs, a 
Typical Expenditure Basket (TEB) is expected to provide a better picture in terms of changes 
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group ensures that monitoring purchasing power of the poorest strata of the population is still 
given the necessary attention. In other words, shifting from MEB to TEB reflects a win-win 
strategy since it allows ceteris paribus more effective monitoring capacity through the optimal 
use of available data. 
 
The composition of the consumption basket used for the estimation and analysis of the CPI is 
regularly detailed by a long list of items arranged in various categories and subcategories. 
However, in the case of Somalia the main constraint is given by the limited number of items 
for which prices are monitored. The household surveys conducted by FSNAU in urban and 
rural areas provide a certain insight into household expenditures, mainly in terms of food 
consumption. However, this information is not of much use for the estimation of the CPI, 
because not all the prices of the various goods and services are monitored throughout the 
year. At the same time, the price monitoring system run by FSNAU covers 48 products, as 
listed in Table A.2 in the Annexes and summarized by category in Table 1. In this case, the 
missing information is about the quantities consumed. 
 
In order to design a sufficiently representative CPI, all items – i.e. both commodities and 
services – for which prices are regularly monitored through the FSNAU Integrated Database 
System (IDS) have been considered for inclusion in the basket to be taken as reference to 
monitor price changes. The consideration of the different timeframes typical for consumption 
of some items – in some cases dictated by seasonality – has resulted in the need to diversify 
the recall period according to expected frequency of consumption. For most of the items 
surveyed, the recall period is up to one month before the interview. However, for the 
purchase of animals and for expenditure related to services the recall period has been 
extended to the six months prior to the interview.10   
 
 
 

                                                
10 The initial idea to include services such as school fees and transport has been subsequently dropped either due to shortage of 
price data or to the seasonal patterns of such expenditures. In the end, ‘grinding’ is the only expenditure related to the provision 
of a service which is currently included in the basket. 

11

10 “It is acknowledged that UNDP 2005 population estimate may not accurately reflect the population of the designated 
reference period for the CPI calculations. Nevertheless, no better official alternatives are currently available”
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2.3 Data collection 
 
In most countries, data used for the construction of the CPI is normally collected through Household 
Consumption and Expenditure Surveys (HCES). The results from this type of survey help to identify 
which goods and services are representative of typical consumption and therefore are appropriate to 
be included in the basket. The weights of specific goods and services are normally estimated as the 
share of total household expenditure covered by such goods and services (elementary aggregates). 
Once calculated, CPI weights are fixed until the next HCES.  
 
However, in the case of Somalia, this approach is severely constrained, due to the protracted crisis 
situation in many parts of the country. Wherever feasible, data collection was conducted through 
proper household surveys. This was the case in urban areas of northern Somalia (‘North Urban’), 
where an ad hoc component was included based on the Urban Household Survey conducted in June 
2012.11 However, predominant insecurity conditions did not allow for this approach to be replicated 
in other areas. In July 2012 and in March-April 2013 data collection was conducted through focus 
group (FG) discussions and key informant interviews in other rural areas in the Southern and 
Central zones, as well as in some urban areas in the Southern and Central zones. Finally, data from 
rural areas in the North were derived from HEA baselines previously conducted by FSNAU.  
 
While the focus of this study is predominantly on urban areas, conditions at the time when fieldwork 
was conducted did not allow for the same coverage in the Southern and Central regions as in the 
North. This has led to a larger representation of rural areas and has left uncovered the urban areas 
of Bay, Bakool, Galgadud and Hiran. In consultation with FSNAU, the expenditure basket for urban 
areas in these regions has been estimated through the elaboration of data collected previously12 and 
through simulations based on data from neighboring regions and from rural areas within the same 
region.   
 
For both the HH surveys and the FG discussions, the form provided in Table A.3 of the Annexes was 
used. 
 
Expenditures included in the typical expenditure basket were referred to June 2012, which was 
taken as the base period for the estimation of the CPI. Ideally, any base period taken as a reference 
to monitor the evolution of a process should reflect a few characteristics, as in particular: (i) 
normality in the level of production, trade and in the price level and price variations, (ii) availability 
of reliable price data, (iii) a year as recent as possible. Having said that, the concept of normality 
becomes almost irrelevant in a context that is continuously characterized by unstable conditions, as 
it is the case in most parts of Somalia, either due to human factors or natural factors, or a 
combination of both. Therefore, in consultation with FSNAU, it was decided to minimize reporting 
errors by making reference to the most recent period. This was the case of the Urban Household 
Survey conducted in June 2012, when an ad hoc component focused on the construction of the 
expenditure basket was added to the regular monitoring activities conducted in such occasion by 
FSNAU. All data collections conducted at a later stage in Central and Southern Somalia through FG 
discussions and key interviews were referred to the same base period.    
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rural areas in the North were derived from HEA baselines previously conducted by FSNAU.  
 
While the focus of this study is predominantly on urban areas, conditions at the time when fieldwork 
was conducted did not allow for the same coverage in the Southern and Central regions as in the 
North. This has led to a larger representation of rural areas and has left uncovered the urban areas 
of Bay, Bakool, Galgadud and Hiran. In consultation with FSNAU, the expenditure basket for urban 
areas in these regions has been estimated through the elaboration of data collected previously12 and 
through simulations based on data from neighboring regions and from rural areas within the same 
region.   
 
For both the HH surveys and the FG discussions, the form provided in Table A.3 of the Annexes was 
used. 
 
Expenditures included in the typical expenditure basket were referred to June 2012, which was 
taken as the base period for the estimation of the CPI. Ideally, any base period taken as a reference 
to monitor the evolution of a process should reflect a few characteristics, as in particular: (i) 
normality in the level of production, trade and in the price level and price variations, (ii) availability 
of reliable price data, (iii) a year as recent as possible. Having said that, the concept of normality 
becomes almost irrelevant in a context that is continuously characterized by unstable conditions, as 
it is the case in most parts of Somalia, either due to human factors or natural factors, or a 
combination of both. Therefore, in consultation with FSNAU, it was decided to minimize reporting 
errors by making reference to the most recent period. This was the case of the Urban Household 
Survey conducted in June 2012, when an ad hoc component focused on the construction of the 
expenditure basket was added to the regular monitoring activities conducted in such occasion by 
FSNAU. All data collections conducted at a later stage in Central and Southern Somalia through FG 
discussions and key interviews were referred to the same base period.    
 

Table 1: Prices monitored by FSNAU

Data source: FSNAU

Category No of Items

Cereals 7

Other Food Items 10

Food Processing 1

Livestock 6

Non Food Items 16

Services 8

Total 48

Table 2: Source of data

Data source: FSNAU

Area
Administrative Unit

(region / district)
Source

Period of field 
work

North Urban Awdal, Galbeed, Togdheer, Sool, Sanaag, 
Bari, Nugaal, North Mudug Household Survey June 2012

North Rural Awdal, Galbeed, Togdheer, Sool, Sanaag, 
Bari, Nugaal, 

Extracted from  
HEA data

No fieldwork 
conducted for this 
exercise

Mogadishu

Boondheere, Cabdcasiis, Dharkeenleey, 
Fardowsa, Halwadaag, Jajab, Hamar 
Weyne, Hordan, Kaaraan, Shangaani, 
Shibii, Waberi, Wadajiir, Waedhiiqley, 
Weyne, Yaaqshiid

Focus Group March 2013

South & 
Central Urban

Hiran, Middle Shabbelle, Middle Juba, 
Lower Shabbelle, Lower Juba, Gedo Focus Group March – April 2013

South & 
Central Rural

Bay, Bakool, Galgadud, Hiran, Middle 
Shabbelle, Middle Juba, Lower 
Shabbelle, Lower Juba, Gedo

Focus Group

July 2012

March – April 2013
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2.3 Data collection 
 
In most countries, data used for the construction of the CPI is normally collected through 
Household Consumption and Expenditure Surveys (HCES). The results from this type of 
survey help to identify which goods and services are representative of typical consumption 
and therefore are appropriate to be included in the basket. The weights of specific goods and 
services are normally estimated as the share of total household expenditure covered by such 
goods and services (elementary aggregates). Once calculated, CPI weights are fixed until the 
next HCES.  
 
However, in the case of Somalia, this approach is severely constrained, due to the protracted 
crisis situation in many parts of the country. Wherever feasible, data collection was conducted 
through proper household surveys. This was the case in urban areas of northern Somalia 
(‘North Urban’), where an ad hoc component was included based on the Urban Household 
Survey conducted in June 2012.11 However, predominant insecurity conditions did not allow 
for this approach to be replicated in other areas. In July 2012 and in March-April 2013 data 
collection was conducted through focus group (FG) discussions and key informant interviews 
in other rural areas in the Southern and Central zones, as well as in some urban areas in the 
Southern and Central zones. Finally, data from rural areas in the North were derived from 
HEA baselines previously conducted by FSNAU.  
 
 
While the focus of this study is predominantly on urban areas, conditions at the time when 
fieldwork was conducted did not allow for the same coverage in the Southern and Central 
regions as in the North. This has led to a larger representation of rural areas and has left 
uncovered the urban areas of Bay, Bakool, Galgadud and Hiran. In consultation with FSNAU, 
the expenditure basket for urban areas in these regions has been estimated through the 
elaboration of data collected previously12 and through simulations based on data from 
neighboring regions and from rural areas within the same region.   
 
For both the HH surveys and the FG discussions, the form provided in Table A.3 of the 
Annexes was used. 
 
Expenditures included in the typical expenditure basket were referred to June 2012, which 
was taken as the base period for the estimation of the CPI. Ideally, any base period taken as 
a reference to monitor the evolution of a process should reflect a few characteristics, as in 
particular: (i) normality in the level of production, trade and in the price level and price 
variations, (ii) availability of reliable price data, (iii) a year as recent as possible. Having said 
that, the concept of normality becomes almost irrelevant in a context that is continuously 
characterized by unstable conditions, as it is the case in most parts of Somalia, either due to 
human factors or natural factors, or a combination of both. Therefore, in consultation with 
FSNAU, it was decided to minimize reporting errors by making reference to the most recent 
period. This was the case of the Urban Household Survey conducted in June 2012, when an 
ad hoc component focused on the construction of the expenditure basket was added to the 
regular monitoring activities conducted in such occasion by FSNAU. All data collections 
conducted at a later stage in Central and Southern Somalia through FG discussions and key 
interviews were referred to the same base period.    
 
 
 
 
 
 
                                                
11 A sample of 920 HHs was covered by the urban survey conducted in June 2012.  
12 This is particularly the case of Bay, where the urban expenditure basket has been mainly based on the elaboration of previous 
research work conducted in Baidoa. See FSNAU, 2009.  

2.3 Data collection 
 
In most countries, data used for the construction of the CPI is normally collected through Household 
Consumption and Expenditure Surveys (HCES). The results from this type of survey help to identify 
which goods and services are representative of typical consumption and therefore are appropriate to 
be included in the basket. The weights of specific goods and services are normally estimated as the 
share of total household expenditure covered by such goods and services (elementary aggregates). 
Once calculated, CPI weights are fixed until the next HCES.  
 
However, in the case of Somalia, this approach is severely constrained, due to the protracted crisis 
situation in many parts of the country. Wherever feasible, data collection was conducted through 
proper household surveys. This was the case in urban areas of northern Somalia (‘North Urban’), 
where an ad hoc component was included based on the Urban Household Survey conducted in June 
2012.11 However, predominant insecurity conditions did not allow for this approach to be replicated 
in other areas. In July 2012 and in March-April 2013 data collection was conducted through focus 
group (FG) discussions and key informant interviews in other rural areas in the Southern and 
Central zones, as well as in some urban areas in the Southern and Central zones. Finally, data from 
rural areas in the North were derived from HEA baselines previously conducted by FSNAU.  
 
While the focus of this study is predominantly on urban areas, conditions at the time when fieldwork 
was conducted did not allow for the same coverage in the Southern and Central regions as in the 
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areas in these regions has been estimated through the elaboration of data collected previously12 and 
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errors by making reference to the most recent period. This was the case of the Urban Household 
Survey conducted in June 2012, when an ad hoc component focused on the construction of the 
expenditure basket was added to the regular monitoring activities conducted in such occasion by 
FSNAU. All data collections conducted at a later stage in Central and Southern Somalia through FG 
discussions and key interviews were referred to the same base period.    
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 3. FINDINGS
3.1 The expenditure basket 
 
The first main output produced through this exercise is the description of a representative 
expenditure basket. Such a basket has been determined for all areas where data has been collected 
or extracted from existing information, as described above. As described earlier on, the shares of 
individual items initially estimated at district level, have been subsequently aggregated at regional, 
zonal and national level according to population shares. Table 3 provides the relevant results at 
various degrees of aggregation. A breakdown of the composition of the expenditure basket is 
provided in Table A.4 in the Annex.  
 
The use of a common basket to compare typical expenditure patterns for different areas and groups 
allows appropriate weight to be assigned to commodities and services. In particular, the fact that 
some commodities are either not consumed or are totally missing in some regions is reflected in 
their zero value in the basket. For the same purpose, in order to optimize the use of the few price 
data currently monitored, while capturing as much as possible expenditure patterns, expenditures 
included in the basket are not limited to consumption, but cover also the purchase of small assets 
and animals and the payment for services. 
 
With the exception of Mogadishu, which is considered as a separate unit, the composition of the 
average basket is presented at zonal level and further disaggregated between urban and rural. With 
reference to the North, a representative basket is presented as both combined and split between 
areas using different currencies – i.e. areas that use the Somalia Shilling (SoSh) and areas that use 
the Somaliland Shilling (SlSh).    
 
Wherever data availability allows, the basket has been disaggregated among wealth groups, these 
being the combination of ‘Very Poor and Poor’ and ‘Other’ wealth group.  
 
The national aggregate is estimated as the weighted average of smaller aggregates.  
 
A rapid look at the data in Table 3 gives the impression of a certain similarity among the 
composition of the baskets. Nevertheless, a careful examination reveals some major differences.  
 
For instance, as shown in Figure 3, expenditures on food appear to be higher in the North and in 
rural areas. As expected, such differences get larger when focusing on commodities for which 
consumption has a strong local or livelihood dimension. Once again, this highlights how the use of a 
typical basket is required to optimize the analysis of local markets, of local livelihoods and of the 
various forms of interactions between the two. 
 
Along the same lines, baskets arranged by wealth groups show the expected patterns. With the 
exception of urban areas in the Southern and Central zones, the poor strata of population spend a 
higher share of their expenditure basket to purchase food than it is the case of the wealthier groups. 
A possible explanation of the unusual case in urban areas in the Southern and Central zones is given 
by considering that water covers a high share of expenditures for all wealth groups in urban areas in 
that area. In fact, as shown in Figure 4, adding water to the food basket provides the expected 
pattern of a higher share of food expenditures among the poor wealth groups. Having said that, 
within this study expenditure on water is not included in the food basket. In fact, since data 
collected through this exercise do not take into account the purposes of expenditures on water, it is 
hard to say at this stage how much of that expenditure is to be included into the overall expenditure 
on food. This is an issue for further investigation. 
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Figure 3: Food share of expenditure basket 

Figure 4: Food share of expenditure basket 

food only food and water

 Data source: FSNAU

3.1 The expenditure basket 
 
The first main output produced through this exercise is the description of a representative 
expenditure basket. Such a basket has been determined for all areas where data has been collected 
or extracted from existing information, as described above. As described earlier on, the shares of 
individual items initially estimated at district level, have been subsequently aggregated at regional, 
zonal and national level according to population shares. Table 3 provides the relevant results at 
various degrees of aggregation. A breakdown of the composition of the expenditure basket is 
provided in Table A.4 in the Annex.  
 
The use of a common basket to compare typical expenditure patterns for different areas and groups 
allows appropriate weight to be assigned to commodities and services. In particular, the fact that 
some commodities are either not consumed or are totally missing in some regions is reflected in 
their zero value in the basket. For the same purpose, in order to optimize the use of the few price 
data currently monitored, while capturing as much as possible expenditure patterns, expenditures 
included in the basket are not limited to consumption, but cover also the purchase of small assets 
and animals and the payment for services. 
 
With the exception of Mogadishu, which is considered as a separate unit, the composition of the 
average basket is presented at zonal level and further disaggregated between urban and rural. With 
reference to the North, a representative basket is presented as both combined and split between 
areas using different currencies – i.e. areas that use the Somalia Shilling (SoSh) and areas that use 
the Somaliland Shilling (SlSh).    
 
Wherever data availability allows, the basket has been disaggregated among wealth groups, these 
being the combination of ‘Very Poor and Poor’ and ‘Other’ wealth group.  
 
The national aggregate is estimated as the weighted average of smaller aggregates.  
 
A rapid look at the data in Table 3 gives the impression of a certain similarity among the 
composition of the baskets. Nevertheless, a careful examination reveals some major differences.  
 
For instance, as shown in Figure 3, expenditures on food appear to be higher in the North and in 
rural areas. As expected, such differences get larger when focusing on commodities for which 
consumption has a strong local or livelihood dimension. Once again, this highlights the need for a 
typical basket is required to optimize the analysis of local markets, of local livelihoods and of the 
various forms of interactions between the two. 
 
Along the same lines, baskets arranged by wealth groups show the expected patterns. With the 
exception of urban areas in the Southern and Central zones, the poor strata of population spend a 
higher share of their expenditure basket to purchase food than it is the case of the wealthier groups. 
A possible explanation of the unusual case in urban areas in the Southern and Central zones is given 
by considering that water covers a high share of expenditures for all wealth groups in urban areas in 
that area. In fact, as shown in Figure 4, adding water to the food basket provides the expected 
pattern of a higher share of food expenditures among the poor wealth groups. Having said that, 
within this study expenditure on water is not included in the food basket. In fact, since data 
collected through this exercise do not take into account the purposes of expenditures on water, it is 
hard to say at this stage how much of that expenditure is to be included into the overall expenditure 
on food. This is an issue for further investigation. 
 
Finally, expanding the comparative perspective to each component of the expenditure basket, Table 
4 provides an overview of the degree of similarity in terms of the composition of the basket among 
the various geographical aggregates and wealth groups considered. This overview confirms what has 
already been concluded above. The degree of similarity varies along physical distance as well as the 
urban/rural context and according to wealth group. The range of values is quite wide. For instance, 
there is almost no similarity (correlation = 0.04) between the expenditure basket of poor groups in 
urban areas in the Southern and Central zones and the one of non-poor groups from rural areas in 
the Northern zone. On the contrary, within the Southern and Central zones there is a good degree of 
similarity (correlation = 0.76) between the expenditure basket of urban poor and of non-poor 
groups from rural areas. Interestingly, the average basket in Mogadishu is closer to the one typical 
of the urban North (correlation = 0.83) rather than any one from rural North (correlation ranging 
between 0.29 and 0.48) or from either urban or rural Southern and Central zone (correlation 
ranging between 0.30 and 0.41). In general, similarities in terms of basket composition tend to 
increase when focusing on the food component of the overall basket. This is shown in Table 5. 
 
 

Data Source: FSNAU
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3.2 The CPI 
 
Adjusting the composition of the expenditure basket according to what people actually spend their 
money on, allows to better capture the impact of eventual price changes. Hence, the critical 
relevance of the contribution provided by the diversification of the composition of the expenditure 
basket is captured. With the exception of Mogadishu, the presentation above has made reference to 
average zonal and national values, wherever possible disaggregated according to wealth group. 
However, the set of expenditure baskets developed through this exercise is much wider and can be 
disaggregated down to the regional level, as reported in Table A.4 in the Annex.  
 
Along the formulation presented in the methodological section above, the CPI is estimated as the 
difference of value of a certain expenditure basket determined by any price change of its 
components. In our case, the availability of a reasonable number of markets throughout Somalia 
allows to capture price changes at local level for each monitored item. Hence,  expenditure baskets 
at regional level have been used to develop the local CPIs. In particular, a CPI – or a set of CPIs 
disaggregated by wealth group – has been developed for each market. This has been done on the 
basis of price data recorded over time in that market for each specific item included in the average 
regional expenditure basket. In other words, along equation (3), in each region the same average 
expenditure basket – or the same set of expenditure baskets – is used to compare price changes 
occurring in each market monitored in such a region. 
 
Developed as such, the CPIs provide a good measure of relevant price changes at local level. Price 
changes of different items included in the expenditure basket are given different relevance in order 
to better reflect local consumption patterns. At the same time, expenditure baskets aggregated at 
higher geographical level – i.e. zonal or national – allow to conduct the analysis accordingly.  
 
Figure A.1 in the Annex provides a visual representation of the geographical distribution of the 
monitored markets included in the IDS. For all such markets CPIs have been developed.13 The 
number of CPIs developed for each market depends on the availability of expenditure basket 
disaggregated at wealth group level. In all regions where such basket disaggregation is available, 3 
CPIs have been estimated: a) for Very Poor and Poor, b) for Others, c) for All. In all other regions, 
the CPI is not diversified by wealth groups.   
 
A graphical representation of CPI evolution in selected markets is provided in Figure 5, while the 
numeric values of the CPIs for all markets are provided in Table A.5 in the Annex. Markets where 
price data collection was started after 2007 are not included in Figure 5.  
 

The CPIs estimated above at market level can be aggregated at higher level. The limited availability 
of information at market level leads us to opt for a simple average approach for the aggregation of 
market-related CPIs within the same region. After the estimation of regional CPIs, along the same 
approach followed for the aggregation of expenditure baskets, regional CPIs have been aggregated 
at higher level through population-weighted averages.14  
 

 

 14 

local consumption patterns. At the same time, expenditure baskets 
aggregated at higher geographical level – i.e. zonal or national – allow to 
conduct the analysis accordingly.  
 
Figure A.1 in the Annex provides a visual representation of the 
geographical distribution of the monitored markets included in the IDS. 
For all such markets CPIs have been developed.13 The number of CPIs 
developed for each market depends on the availability of expenditure 
basket disaggregated at wealth group level. In all regions where such 
basket disaggregation is available, 3 CPIs have been estimated: a) for 
Very Poor and Poor, b) for Others, c) for All. In all other regions, the CPI 
is not diversified by wealth groups.   
 
A graphical representation of CPI evolution in selected markets is provided 
in Figure 5, while the numeric values of the CPIs for all markets are 
provided in Table A.5 in the Annex. Markets where price data collection 
was started after 2007 are not included in Figure 5. 
 
 
The CPIs estimated above at market level can be aggregated at higher 
level. The limited availability of information at market level leads us to opt 
for a simple average approach for the aggregation of market-related CPIs 
within the same region. After the estimation of regional CPIs, along the 
same approach followed for the aggregation of expenditure baskets, 
regional CPIs have been aggregated at higher level through population-
weighted averages.14  
 
It is necessary to consider how the presence of missing values constitutes 
a bias in the aggregation process. In fact, price data prior to 2007 is 
patchy for most markets. In order to deal with this problem, CPIs have 
been initially aggregated with the exclusion of periods affected by missing 
data. Subsequently, wherever feasible, missing values have been imputed 
through simulation techniques based on available data. The same process 
has been followed at higher levels of aggregation. Estimates of CPIs at 
various level of aggregation are provided in Table A.6.  
 
Figure 6 shows the evolution of CPIs estimated for Mogadishu, urban 
areas in the Northern zone and urban areas in the South and Central 
zone. In each graph, averages of actual values – bold straight line – are 
overlapped with imputations of missing values on the basis of actual 
values – light dotted line. All the three graphs show a clear increasing 
pattern, with stronger similarities between Mogadishu and the South and 
Central zone, as expected.  
 
The CPI estimation related to Mogadishu is restricted to one market – 
Mogadishu Bakara – since data collection in all the other all markets in the 
region has started after 2010. In this case, the missing data are quite 
limited. In the absence of other data for the periods involved, imputation 

                                                
13 With the exception of Burao, due to some inconsistency of price data.  
14 Aggregated values reflect the absence a few missing CPIs – i.e. Burao market and Togdheer region, 
which have been dropped for inconsistency of price data. 
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Figure 5 Evolution of CPIs in selected markets 
 

  

  

  

  

Figure 5: Evolution of CPIs in selected markets
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Figure 5: Evolution of CPIs in selected markets (Continued)
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Figure 5: Evolution of CPIs in selected markets (Continued)
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Figure 5: Evolution of CPIs in selected markets (Continued) 
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Figure 5: Evolution of CPIs in selected markets (Continued)
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It is necessary to consider how the presence of missing values constitutes a bias in the aggregation 
process. In fact, price data prior to 2007 is patchy for most markets. In order to deal with this 
problem, CPIs have been initially aggregated with the exclusion of periods affected by missing data. 
Subsequently, wherever feasible, missing values have been imputed through simulation techniques 
based on available data. The same process has been followed at higher levels of aggregation. 
Estimates of CPIs at various level of aggregation are provided in Table A.6.  
 
Figure 6 shows the evolution of CPIs estimated for Mogadishu, urban areas in the Northern zone and 
urban areas in the South and Central zone. In each graph, averages of actual values – bold straight 
line – are overlapped with imputations of missing values on the basis of actual values – light dotted 
line. All the three graphs show a clear increasing pattern, with stronger similarities between 
Mogadishu and the South and Central zone, as expected.  
 
The CPI estimation related to Mogadishu is restricted to one market – Mogadishu Bakara – since 
data collection in all the other all markets in the region has started after 2010. In this case, the 
missing data are quite limited. In the absence of other data for the periods involved, imputation has 
been done through simple interpolation. Imputed data reflect the trend of CPIs in the other two 
graphs in Figure 6.  
 
The missing values related to the CPI estimation for the South and Central zone refer mainly to the 
period before 1999 and to a couple of short gaps between 2002 and 2006. In both cases the 
imputation provided seems to reflect well the CPI evolution in Mogadishu.  
 
Finally, missing values recorded in the Northern zone are more pronounced, as shown in the graph. 
On the positive side, they are concentrated in the initial part of the graph – before 2003 – and recall 
to a certain extent the CPI evolution in Mogadishu.  
 
Based on the above, after a visual assessment of the graphs in Figure 6, it is possible to conclude 
that: a) the reliability of CPI estimation increases over time; b) missing data do not seem to provide 
any threat to the reliability of estimates after 2002; c) CPI estimates referred to the period before 
2002 are still acceptable, but should be used with a certain caution. 
 
Following from the above, Figure 7 shows aggregate estimates at national level. Even in this case, 
the dotted line highlights the periods affected by missing data, in which case imputation is carried 
out on the basis of available price data from a restricted number of markets. 
 
The CPI estimation presented above refers to the entire basket used for this study. However, as 
indicated in the methodological part, the CPI may be focused on one item or one class of items 
included in the basket. Since, as highlighted earlier on, the food component covers the largest share 
of the overall basket, the evolution of the CPI has been re-estimated with reference to the food 
component – i.e. CPIfood. Estimates are reported in Table A.7 and Table A.8 in the Annex, and Figure 
8 and Figure 9 show the evolution of aggregate values at zonal and national level, respectively. 
 
The evolution of the overall National CPI and of the National CPIfood are quite similar. Nevertheless, it 
is easy to spot two differences in their recent path: 

a) the peak recorded by CPIfood in 2008 is only partly reflected in the overall CPI; 
b) the decreasing trend recorded by CPIfood after 2011 does not reflect the rising trend shown by 

the overall CPI during the same period.    
A simplistic explanation of the two points just highlighted is that while in the first instance the price 
rise was mainly focused on the food sector – mainly as a reflection of the global food price rise – 
later on the problem became of a more general nature. 
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Figure 6 Evolution of CPI at aggregate level  
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Figure 6: Evolution of CPI at aggregate level
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Figure 7: Evolution of National Urban CPI 
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Figure 9: Evolution of National Urban CPI 
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3.3 A comparison with the MEB-based index 
 
The presence of an increasing trend in Figure 7 is clear. The comparison with the estimates 
based on the MEB-approach used so far by FSNAU is striking. Figure 10 elaborated by FSNAU 
presents the evolution of the MEB-based CPI. The increasing trend identified above is absent in 
Figure 10. The different base used for the two estimations – June 2012 for this study and 
March 1997 for the MEB-based approach – does not affect this comparison. In fact, rescaling 
estimations in Figure 7 with the imposition of March 1997 = 100 would lead to a value of 513 
for April 2013. In other words, the current MEB-based approach remarkably underestimates 
the price rise occurred.  
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Figure 10: Evolution of MEB-based CPI estimated by FSNAU
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imposition of March 1997 = 100 would lead to a value of 513 for April 2013. In other words, the 
current MEB-based approach remarkably underestimates the price rise occurred.  
 

A few constraints have been identified in the current formulation of the MEB-based CPI currently used 
by FSNAU,15 one of this being the inclusion of constant values for the construction of the index. Having 
said that, it is also necessary to consider how a part of the discrepancy identified between the MEB-
based CPI and the CPI proposed in this study may be explained by the different scopes aimed at 
through the two different approaches. In order to shed more light on this, the MEB-based index has 
been re-estimated along the procedure followed in this study for the estimation of the CPI.  
 
In order to gauge the severity of the discrepancy due to the inclusion of constant values, the MEB-
based index has been estimated both with and without such constant values. The new MEB-based CPI 
is shown in Figure 11. 
 
In order to facilitate comparison with Figure 10, index values are expressed with the same base 
period: March 2007. However, along the approach followed for the estimation of the CPI, even in this 
case the considered time-span covered is longer.  
 
First of all, Figure 11 allows a comparison between the evolution of the index both with and without 
the inclusion of the constant values. It is possible to appreciate how the inclusion of constant values 
contributes to reduce significantly the index after the base period (and the opposite otherwise). In 
other words, as expected, such inclusion tends to reduce the variations induced by price changes. 
Nevertheless, once this is acknowledged, it is also necessary to consider how such discrepancy is 
rather small. In fact, such gap only marginally manages to reduce the slope of the index trend. In 
other words, accounting for the discrepancy caused by the inclusion of constant values in the MEB 
currently in use is not enough to explain the absence of an increasing trend. 
 
Having said the above, it is necessary to consider that the MEB-based CPI shown in Figure 11 is not 
free from problems. As for the MEB-based CPI currently used by FSNAU, even the index in Figure 11 
reflects a biased approach, since it is based on the imposition of two minimum expenditure baskets, 
which do not necessarily reflect typical expenditures. In other words, the criticism that the index 
currently in use is not able to reflect local livelihoods still stands even with the new MEB-based index. 
Nevertheless, the index in Figure 11 helps to show that the inclusion of constant values in the 
expenditure basket does not eliminate the increasing trend of a MEB-based index. 
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CPI is shown in Figure 11.  
 
In order to facilitate comparison with Figure 10, index values are expressed with the same base 
period: March 2007. However, along the approach followed for the estimation of the CPI, even in 
this case the considered time-span covered is longer.  
 
First of all, Figure 11 allows a comparison between the evolution of the index both with and without 
the inclusion of the constant values. It is possible to appreciate how the inclusion of constant values 
contributes to reduce significantly the index after the base period (and the opposite otherwise). In 
other words, as expected, such inclusion tends to reduce the variations induced by price changes. 
Nevertheless, once this is acknowledged, it is also necessary to consider how such discrepancy is 
rather small. In fact, such gap only marginally manages to reduce the slope of the index trend. In 
other words, accounting for the discrepancy caused by the inclusion of constant values in the MEB 
currently in use is not enough to explain the absence of an increasing trend. 
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Figure 11: Evolution of new MEB-based CPI (base period March 2007) 
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The presence of an increasing trend in Figure 7 is clear. The comparison with the estimates based on 
the MEB-approach used so far by FSNAU is striking. Figure 10 elaborated by FSNAU presents the 
evolution of the MEB-based CPI. The increasing trend identified above is absent in Figure 10. The 
different base used for the two estimations – June 2012 for this study and March 1997 for the MEB-
based approach – does not affect this comparison. In fact, rescaling estimations in Figure 7 with the 
imposition of March 1997 = 100 would lead to a value of 513 for April 2013. In other words, the 
current MEB-based approach remarkably underestimates the price rise occurred.  
 

A few constraints have been identified in the current formulation of the MEB-based CPI currently used 
by FSNAU,15 one of this being the inclusion of constant values for the construction of the index. Having 
said that, it is also necessary to consider how a part of the discrepancy identified between the MEB-
based CPI and the CPI proposed in this study may be explained by the different scopes aimed at 
through the two different approaches. In order to shed more light on this, the MEB-based index has 
been re-estimated along the procedure followed in this study for the estimation of the CPI.  
 
In order to gauge the severity of the discrepancy due to the inclusion of constant values, the MEB-
based index has been estimated both with and without such constant values. The new MEB-based CPI 
is shown in Figure 11. 
 
In order to facilitate comparison with Figure 10, index values are expressed with the same base 
period: March 2007. However, along the approach followed for the estimation of the CPI, even in this 
case the considered time-span covered is longer.  
 
First of all, Figure 11 allows a comparison between the evolution of the index both with and without 
the inclusion of the constant values. It is possible to appreciate how the inclusion of constant values 
contributes to reduce significantly the index after the base period (and the opposite otherwise). In 
other words, as expected, such inclusion tends to reduce the variations induced by price changes. 
Nevertheless, once this is acknowledged, it is also necessary to consider how such discrepancy is 
rather small. In fact, such gap only marginally manages to reduce the slope of the index trend. In 
other words, accounting for the discrepancy caused by the inclusion of constant values in the MEB 
currently in use is not enough to explain the absence of an increasing trend. 
 
Having said the above, it is necessary to consider that the MEB-based CPI shown in Figure 11 is not 
free from problems. As for the MEB-based CPI currently used by FSNAU, even the index in Figure 11 
reflects a biased approach, since it is based on the imposition of two minimum expenditure baskets, 
which do not necessarily reflect typical expenditures. In other words, the criticism that the index 
currently in use is not able to reflect local livelihoods still stands even with the new MEB-based index. 
Nevertheless, the index in Figure 11 helps to show that the inclusion of constant values in the 
expenditure basket does not eliminate the increasing trend of a MEB-based index. 
 
Overall, there are various differences between the two MEB-based indices in Figure 10 and Figure 11. 
These differences go beyond the inclusion of constant values in the basket and refer to other points 
about their design. For instance, the construction of the new index has made use of a much larger 
number of market price series. Furthermore, contrary to MEB-based index currently in use, the TEB-
based and MEB-based CPIs developed above are the result of a process of aggregation, which ensures 
(independently of the construction of the basket) a higher representative power. Finally, market prices 
series that in this study have been dropped due to their data inconsistency – i.e. Burao – are still 
utilized to estimate the index currently in use.  
 
In light of the considerations above, a careful look at Figure 10 and Figure 11 makes us realize that, 
besides the apparent stationarity of the series in Figure 10, the evolution of the indices in the two 
figures have some key features in common. In particular, both capture the price rises occurred in 2007 
and in 2011. Having said that, the different explanatory power of the two MEB-based indices is 
evident. 
 
Finally, an interesting point that comes up from the index comparison above is that both MEB-based 
indices show a decreasing path after the peak in 2011. Such a decreasing path is drastically reduced in 
the case of the TEB-based CPIfood in Figure 9 and is not shown at all by the TEB-based CPI in Figure 7. 
An simplistic interpretation would be that while food prices have maintained stable or even reduced 
after 2011, the price of (some) non-food commodities typically consumed have continued to rise. 
Sadly, this does not show with either of the MEB-based indices since part of the non food components 
is either absent or expressed in constant value. This can be very misleading, unless considered in light 
of the evolution of the overall TEB-based CPI and of the partial TEB-based CPIs developed through this 
study. 
 

 15See FSNAU CPI Report, 2012
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A few constraints have been identified in the current formulation of the MEB-based CPI 
currently used by FSNAU,15 one of this being the inclusion of constant values for the 
construction of the index. Having said that, it is also necessary to consider how a part of the 
discrepancy identified between the MEB-based CPI and the CPI proposed in this study may be 
explained by the different scopes aimed at through the two different approaches. In order to 
shed more light on this, the MEB-based index has been re-estimated along the procedure 
followed in this study for the estimation of the CPI.  
 
In order to gauge the severity of the discrepancy due to the inclusion of constant values, the 
MEB-based index has been estimated both with and without such constant values. The new 
MEB-based CPI is shown in Figure 11.  
 
 
 Figure 11 Evolution of new MEB-based CPI (base period: March 2007) 
 

 
  Data source: FSNAU 
 
In order to facilitate comparison with Figure 10, index values are expressed with the same 
base period: March 2007. However, along the approach followed for the estimation of the CPI, 
even in this case the considered time-span covered is longer.  
 
First of all, Figure 11 allows a comparison between the evolution of the index both with and 
without the inclusion of the constant values. It is possible to appreciate how the inclusion of 
constant values contributes to reduce significantly the index after the base period (and the 
opposite otherwise). In other words, as expected, such inclusion tends to reduce the variations 
induced by price changes. Nevertheless, once this is acknowledged, it is also necessary to 
consider how such discrepancy is rather small. In fact, such gap only marginally manages to 
reduce the slope of the index trend. In other words, accounting for the discrepancy caused by 
the inclusion of constant values in the MEB currently in use is not enough to explain the 
absence of an increasing trend. 
 
Having said the above, it is necessary to consider that the MEB-based CPI shown in Figure 11 
is not free from problems. As for the MEB-based CPI currently used by FSNAU, even the index 
in Figure 11 reflects a biased approach, since it is based on the imposition of two minimum 
expenditure baskets, which do not necessarily reflect typical expenditures. In other words, the 
criticism that the index currently in use is not able to reflect local livelihoods still stands even 
with the new MEB-based index. Nevertheless, the index in Figure 11 helps to show that the 

                                                
15 See FSNAU CPI Report, 2012 
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 4. CONCLUDING REMARKS
The current study has developed a set of CPIs on the basis of typical expenditure baskets estimated 
at district level and of prices in main urban markets. This design is considered more appropriate for 
the construction of a CPI than the approach followed so far by FSNAU on the basis of a minimum 
expenditure basket. In particular, the adjustment of the expenditure basket according to typical 
household expenditures allows to better capture the impact of eventual price changes. Furthermore, 
it has been shown how the MEB-based CPI currently in use tends to remarkably underestimate price 
changes.   
 
While in this study the expenditure basket has been developed for both urban and rural areas, the 
CPI has been estimated only for urban areas. Therefore, CPIs estimated at any aggregate level are 
intended with reference to urban areas.   
 
The usual CPI applications can be made of CPI aggregates developed in this case. The most common 
application is the adjustment of monetary values according to changes in purchasing capacity. This 
involves: a) deflation of monetary values over time, and/or b) adjustment of monetary values to 
different cost of living for different wealth groups or geographical / administrative aggregates. The 
critical relevance of the former is immediate when considering the slope of the upward CPI trend 
shown in Figure 6.   
 
The estimation of CPIs according to wealth groups has been done only in regions where ad hoc 
disaggregation of expenditure basket was feasible. Along the same line, the presence of price 
irregularities in an urban market – i.e. Burao - has not allowed the estimation of a CPI for Togdheer. 
This is expected to mildly affect the estimation of CPIs at zonal and national level.  
 
It is recommended that the CPI developed through this study is regularly used for any descriptive, 
analytical and planning purpose which involves the comparative use of monetary values, either in 
terms of time, space or socio-economic aggregates. 
 
It is recommended as well that the gaps identified – in terms of systematic disaggregation of 
expenditure basket by wealth group and inaccuracies of price data – are properly tackled in order to 
optimize both coverage and applicability of the CPIs. 
 
The use of a MEB can provide a useful tool to monitor how the possible erosion of purchasing 
capacity can affect people’s ability to purchase a minimum basket of goods and services. However, 
due to its design, the MEB-based CPI currently in use provides a limited and biased tool for 
monitoring price change and for any further price analysis.  
 
It is recommended that the composition of the MEB is diversified at local level to reflect local 
livelihoods with the inclusion of typical expenditures. Once representative MEBs are defined, MEB-
based CPIs should be estimated through the same process of aggregation presented above with 
reference to TEB-based indices. 
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Annexes 
 
 
 
 Table A.1 Minimum Expenditure Basket for the Poor 
 

   

South 
  

 

Central / North 
 

  

Urban 
 

 

Rural 
 

Urban 
 

Rural 

 
 

 
FOOD ITEMS 

 

Red sorghum 95 kg 95 kg 95 kg 95 kg 

Wheat flour 3.75 kg 3.75 kg 3.75 kg 3.75 kg 

Sugar 5 kg 5 kg 5 kg 5 kg 

Vegetable oil 4 lt 3 lt 4 lt 3 lt 

Milk  15 lt - 20 lt - 

Meat 4 kg 2 kg 10 kg 5 kg 

Tea leaves 0.5 kg 0.5 kg 0.5 kg 0.5 kg 

Salt 1.5 kg 1.5 kg 1.5 kg 1.5 kg 

Cowpeas 6 kg - 4 kg - 
   

NON - FOOD ITEMS 
 

Kerosene 1.5 lt 1.5 lt 1.5 lt 1.5 lt 

Soap (laundry) 4 pcs 4 pcs 4 pcs 4 pcs 

Firewood (bundle) 30 - 10 - 

Water (Jerican 20 lt)  5 5 5 5 

Human drugs 20,000 10,000 20,000 10,000 
School fees 90,000 52,000 90,000 52,000 

Grinding cost 30 kg 30 kg 30 kg 30 kg 

Clothes 30,000 30,000 30,000 30,000 

Social tax 12,500 12,500 2,500 12,500 

Any other 30,000 30,000 30,000 30,000 
 

  Source: FSNAU, 2009 
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Table A.3 Scheme of questions for data collection 
 

1.1 Have	  you	  or	  any	  member	  of	  your	  household	  
consumed	  any	  of	  the	  following	  items	  in	  the	  last	  
month?	  	  

To	  the	  Interviewer:	  Please	  complete	  questions	  for	  one	  
good	  before	  moving	  to	  the	  next	  one	  

yes	  /	  
no	  

If	  yes,	  how	  much	  
of	  the	  quantity	  

consumed	  did	  you	  
buy?	  

At	  what	  
price	  did	  
you	  buy?	  

1. white	  sorghum	   	   	   	  
2. red	  sorghum	   	   	   	  
3. yellow	  maize	   	   	   	  
4. white	  maize	   	   	   	  
5. imported	  red	  rice	   	   	   	  
6. wheat	  grain	   	   	   	  
7. wheat	  flour	   	   	   	  
8. cowpeas	   	   	   	  
9. sugar	   	   	   	  
10. tea	  leaves	   	   	   	  
11. salt	   	   	   	  
12. sesame	  oil	   	   	   	  
13. vegetable	  oil	   	   	   	  
14. camel	  milk	   	   	   	  
15. cow	  milk	   	   	   	  
16. charcoal	   	   	   	  
17. firewood	   	   	   	  
18. diesel	   	   	   	  
19. petrol	   	   	   	  
20. kerosene	   	   	   	  
21. soap	   	   	   	  
22. water	  drum	   	   	   	  
23. cement	   	   	   	  
24. roofing	  nails	   	   	   	  
25. galvanized	  iron	  sheet	   	   	   	  
26. timber	   	   	   	  
27. hollow	  concrete	  block	   	   	   	  
28. plastic	  tarpaulin	   	   	   	  
29. non	  collapsible	  jerrican	   	   	   	  
30. aluminium	  cooking	  pot	   	   	   	  
31. woven	  dry	  raised	  blanket	   	   	   	  

1.2 Have	  you	  or	  any	  member	  of	  your	  household	  
purchased	  any	  of	  the	  following	  animals	  during	  the	  
last	  six	  months?	  	  

To	  the	  Interviewer:	  Please	  complete	  questions	  for	  one	  
animal	  before	  moving	  to	  the	  next	  one	  

yes	  /	  
no	  

If	  yes,	  how	  many	  
did	  you	  buy?	  

At	  what	  
price	  did	  
you	  buy	  
each?	  

32. goat	  export	  quality	   	   	   	  
33. goat	  local	  quality	   	   	   	  
34. sheep	  export	  quality	   	   	   	  
35. cattle	  export	  quality	   	   	   	  
36. cattle	  local	  quality	   	   	   	  
37. camel	   	   	   	  

 

Table A.3 Scheme of questions for data collection
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1.3 Have	  you	  or	  any	  member	  of	  your	  household	  paid	  
for	  the	  following	  services	  in	  the	  last	  six	  months?	  	   yes	  /	  

no	  
If	  yes,	  how	  many	  

kgs?	  

How	  much	  
did	  you	  

pay	  per	  kg?	  

38. grinding	   	   	   	  

1.4 Have	  you	  or	  any	  member	  of	  your	  household	  paid	  
for	  the	  following	  services	  in	  the	  last	  month?	  	  

yes	  /	  
no	  

If	  yes,	  how	  many	  
times?	  

How	  much	  
did	  you	  
pay	  per	  
time?	  

39. transport	   	   	   	  

1.5 Have	  you	  or	  any	  member	  of	  your	  household	  paid	  
for	  the	  following	  services	  during	  the	  last	  six	  
months?	  	  

yes	  /	  
no	  

If	  yes,	  how	  many	  
boys	  /	  girls?	  

How	  much	  
did	  you	  
pay	  per	  

boy	  /	  girl?	  
40. school	  fees	  for	  boys	  (koranic	  school)	   	   	   	  
41. school	  fees	  for	  girls	  (koranic	  school)	   	   	   	  
42. school	  fees	  for	  boys	  (primary	  school)	   	   	   	  
43. school	  fees	  for	  girls	  (primary	  school)	   	   	   	  
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Figure A.1 Monitored markets
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Figure A.1 Monitored markets 

 
 
Source: FSNAU 
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Table A.5 Evolution of CPI in selected markets
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Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued)
 

 40 

 
cont. 



42  

Study Report  on the Construction of a New Consumer Price Index (CPI)  for Somalia

FSNAU Technical Series Report No. VII 63
Issued December 1, 2015

Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued) 

 44 

 

cont. 



46  

Study Report  on the Construction of a New Consumer Price Index (CPI)  for Somalia

FSNAU Technical Series Report No. VII 63
Issued December 1, 2015

Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.5 Evolution of CPI in selected markets (Continued)
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Data source: FSNAU

Table A.5 Evolution of CPI in selected markets (Continued)
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Table A.6 Evolution of CPI at various levels of aggregation
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Table A.6 Evolution of CPI at various levels of aggregation 
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Table A.6 Evolution of CPI at various levels of aggregation (Continued)
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Table A.6 Evolution of CPI at various levels of aggregation (Continued)
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Table A.6 Evolution of CPI at various levels of aggregation (Continued)
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Table A.6 Evolution of CPI at various levels of aggregation (Continued)
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Data source: FSNAU

Table A.6 Evolution of CPI at various levels of aggregation (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued) 
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued)
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Table A.7 Evolution of CPIfood in selected markets (Continued) 
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Data source: FSNAU
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Table A.8 Evolution of CPI food at various levels of aggregation
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Table A.8 Evolution of CPI food at various levels of aggregation (Continued)
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Table A.8 Evolution of CPI food at various levels of aggregation (Continued)
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Table A.8 Evolution of CPI food at various levels of aggregation (Continued) 
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Table A.8 Evolution of CPI food at various levels of aggregation (Continued)
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Data source: FSNAU

Table A.8 Evolution of CPI food at various levels of aggregation (Continued)
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The Information Management Process 
Gathering & processing
• FSNAU has a unique network of 32 specialists all over Somalia, who assess the nutrition and food security situation 

regularly and 120 enumerators throughout the country, who provide a rich source of information to ensure a good 
coverage of data.

• Nutrition data is processed and analyzed using the Statistical Package for Social Sciences (SPSS), EPInfo/ENA and 
STATA software for meta-analysis. 

• FSNAU developed the Integrated Phase Classification (IPC), a set of protocols for consolidating and summarizing 
situational analysis. The mapping tool provides a common classification system for food security that draws from the 
strengths of existing classification systems and integrates them with supporting tools for analysis and communication 
of food insecurity.

• Food security information is gathered through rapid assessments as well as monthly monitoring of market prices, 
climate, crop and livestock situations.

• Baseline livelihood analysis is conducted using an expanded Household Economy Approach (HEA).
• The Integrated Database System (IDS), an online repository on FSNAU’s official website www.fsnau.org, provides 

a web-based user interface for data query, data import and export facilities from and into MS Excel, graphing, 
spreadsheet management and edit functions.

Validation of Analysis
• Quality control of nutrition data is done using the automated plausibility checks function in ENA software. The 

parameters tested include; missing/flagged data, age distribution, kurtosis, digit preference, skewness and overall 
sex ratio.

• Quality control of food security data is done through exploratory and trend analysis of the different variables 
including checks for completeness/missing data, market price consistency, seasonal and pattern trends, ground 
truthing and triangulation of data with staff and other partner agencies, and secondary data such as satelitte imagery, 
international market prices, FSNAU baseline data, etc.

• Before the launch of the biannual seasonal assessment results (Gu and Deyr), two separate day-long vetting meetings 
are held comprising of major technical organizations and agencies in Somalia’s Food Security and Nutrition clusters. 
The team critically reviews the analysis presented by FSNAU and challenges the overall analysis where necessary. This 
is an opportunity to share the detailed analysis, which is often not possible during shorter presentations or in the 
briefs.

Products and Dissemination 
• A broad range of FSNAU information products include, monthly, quarterly and biannual reports on food and 

livelihood insecurity, markets, climate and nutrition, which are distributed both in print and digital formats including 
PowerPoint presentations and downloadable file available on the FSNAU site. 

• Feedback meetings with key audiences enable us to evaluate the effectiveness of our information products. We 
constantly refine our information to make sure it is easily understandable to our different audiences.

• FSNAU has also developed a three year integrated communication strategy to ensure that its information products 
are made available in ways appropriate to different audiences including, donors, aid and development agencies, the 
media, Somalia authorities and the general public.

United Nations Somalia, Ngecha Road Campus 
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Tel: +254-(0)20-4000000/500, Cell: +254-(0)722202146 / (0)733-616881
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