
 

 



 





 





 

 



  

 







 
   

  











Price Flexibility in an inflationary Economy: Case Venezuela 

 228

month to the other and that only 25% of these prices last two months or 
more.  

TABLE 2. PRICE DURATIONS DISTRIBUTION  

Population All episodes Average per item Weighed episodes 

Average 2.35  2.99  2.99  
Median  1.00  2.44  1.00  
Standard deviation  2.97  1.86  3.94  
Minimum 1.00  1.04  1.00  
Maximum 96.00  10.30  96.00  
First quartile  1.00  1.90  1.00  
Third quartile  2.00  3.09  3.00  
Number of episodes  1,177,33 270  1,177,338 

NOTES: The number of prices corresponds to actually observed prices and to those obtained by 
the carry-forward method, as explained in the text. CPI weighing is the average of monthly weightings 
between January, 2000 and December, 2007, used to calculate the index value. 

The second column in Table 2 contains an estimate of price duration 
distributions obtained by averaging per items and weighing them based 
on their respective weight in the CPI basket. As expected due to the rea-
sons described when the methodology was explained, the weighted aver-
age of duration (3 months) is slightly higher than the simple average 
shown on the first column. On the contrary, a significant difference is ob-
served in the median, because in this new distribution, prices of 50% of 
the items last at least 2.4 months.  

The third column of the table presents the results of the price dura-
tions estimated by using weighing per episode, instead of item. It is obvi-
ous that the price duration average is similar to that in the previous case. 
However, at least 50% of the prices remain unchanged for only one 
month, like in the case of the non-weighted episodes. Even with the new 
weighing scheme, duration distribution is slightly different to that pre-
sented by the two previous columns. For instance, the third quartile cor-
responds to three months, unlike the two-month non-weighted durations 
and 3.1-month weighed duration estimated by the simplest method.  

3.2 Indirect Method 

One of the criticisms raised about the direct method has been that 
longer episodes have a higher probability of being censored toward left or 
right; therefore, their duration could be underestimated when this method 
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