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Abstract. This essay categorizes the empirical evidence by developed countries firstly and 
developing countries secondly. Within these two groups, this essay divides each group into two 
subgroups, by general and specific evidence. In addition, we allow the inclusion of evidence on 
seasonal price changes on developed countries. 

Introduction 
Since the development of New Keynesian Models provided theoretical foundations for price 

staggering behavior, it is thus a natural attempt to delve into real world price setting policy at 
micro-economic level (Romer, 2012). The distinct feature between time-dependent models (TDP) 
and state-dependent models (SDP) had been subsequently developed to model price staggering 
behavior and were tested by plotting in the microeconomic data (Walsh, 2010). Vast attempts have 
been devoted in the investigations of price setting behaviors by plotting in price data (normally as 
Consumer Price Index). The idiosyncratic feature of this essay is not matching the price data to the 
theoretical models; rather, to provide a qualitative measure on sheer price behavior across different 
regions worldwide.  

Empirical Evidence for Developed Countries 

This part will analyze the empirical evidence on individual consumer price data, focusing on 
developed area, especially Europe. The data are conducted on a common sample of 50 goods or 
services, during the January 1996 to January 2001. Moreover, the 50 products are categorized into 
five kinds, shown in Table 1. For data harmonizing, the product turnover is considered and there is a 
control for sample differences in inflation. In addition, the effect of sales is considered as well, which 
will be discussed further as a specific issue in the last part. 

 
(Table 1, Emmanuel, 2006) 
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Based on the table 1, there are some basic facts. Generally, the mean duration of a price spell in 
euro is 13 months and monthly 15.1% adjustment, which is a relatively lagged price adjustment, 
showing the stickiness. However, considering different dimensions, it suggests that various 
flexibilities result from different considerations.  

Firstly, the price changes are relatively frequent for energy products and unprocessed food, but 
infrequent for processed food and services correspondingly, which means rigidity effects give more 
importance on service area. Furthermore, Emmanuel (2006) pointed that frequent price change exists 
more common in capital-intensive industry than labor-intensive industry. Correspondingly, the 
average price adjustment in energy is 78% in a given month, but that in services is only 5.6%(Table 2). 
Besides, restricted regulation on price could explain the stickiness in some areas such as processed 
food. 

 
(Table 2, Emmanuel, 2006) 
Secondly, regarding to the price change directions, Figure 1 illustrates that the price increase and 

reduction have different effects in magnitude and frequency. When the price rises, it seems to be high 
frequency with small size. On the contrary, infrequent and sizeable price adjustment happens when 
decreasing. 

 
(Figure 1, Emmanuel, 2006) 
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Generally, stickiness is common, but there are various factors affecting the frequency and size in 
the different degrees. As well, there are also some other evidence proving the price stickiness in 
developed countries.  

Table 3 analyzes the estimate of monthly mean frequency of CPI price changes, which clearly 
exhibits nominal stickiness, with a mean frequency of 19% per month. The degree of stickiness varies 
across countries, with prices in the Euro area changing less frequently than those in U.S. and 
developing countries. Next, the section will mainly focus on one typical country case, with a 
high-frequency data set of prices reported in Hungary. 

 
 (Table 3, Peter and Benjamin, 2010) 
Tables 4(a) and (b) show the statistics of the product-specific and store-specific duration of price 

quotations in Hungary. Table 4(b) also shows the separate information of duration of price quotations 
in large department stores and small grocery stores, which reveals that large stores have a clear 
tendency with less frequent price adjustments. The reason why large department stores have lower 
tendency to change prices could be that their marginal revenue is more procyclical and steeper, 
leading to a greater real rigidity. Price cuts occur frequently, and the size of which is systematically 
smaller than price increases.  
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(Table 4, Attila, 2007) 
To conclude, considering the fact that the prices are highly volatile or trending upwards, the results 

reveal that prices fluctuate less frequently and perform strong stickiness in developed countries, 
which supports the evidence for macroeconomic pricing models, with price adjustment exhibiting 
heterogeneity, state-dependence and lumpiness. 

Empirical Evidence for Developing Countries 

Some results about price stickiness have been obtained for developed countries. This section will 
answer the question ‘ Are prices also sticky in the developing countries? ’ by estimating the duration 
of price adjustment in four emerging Latin-American countries, namely, Chile, Brazil, Colombia, and 
Mexico. These four countries were chosen as a result of adopting similar monetary policy that is 
inflation targeting and experiencing a low and stable inflation rate.  

The sample was collected from the construction of CPI in each of the four countries (Felipe and 
Mauricio, 2008). In each country, different groups of goods are classified relying on the type of 
individual products. In the Table 5, the term observation represents the price of individual product at 
a given time point, and the term price spell means the time interval between two price changes. 
According to this table, two general features about the duration can be obtained. Firstly, the table 
illustrates that the products that change price less frequently occupy more weights in the CPI basket 
for each of four economies, since the largest duration is found using the measure considering the CPI 
weights. Secondly, the duration distribution tends to be right-skewed due to the fact that the mean is 
always higher than the median. It indicates that products changing price more frequently account for 
greater weights in the numbers of observations.  
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(Table 5, Felipe and Mauricio, 2008)          
Additionally, it can be found that these emerging countries have a less degree of nominal rigidity 

with the duration of appropriately between two and three months, compared to the developed 
countries mentioned before. Finally, table 6 shows that the heterogeneity exists across the distinct 
product groups in terms of the average duration. For example, less-processed products such as food 
items tend to exhibit a less rigid price adjustment than others. 
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(Table 6, Felipe and Mauricio, 2008) 
Brazil can be taken as a more detailed example. Extensive data was collected from almost 500 

products and services in 7 different sectors (Food, Housing, Apparel, Medical and Personal Care, 
Education and Recreation, Transportation and Other Goods and Services) from March 1996 to April 
2006 (Gouvea, 2007). And about 9 million observations were involved in order to assess the price 
rigidity in Brazil. Table 7 shows how often does price change by CPI sector. It is clear that 
heterogeneity can be seen in price-setting behavior across different sectors. To be more precise, price 
adjustment in food sector is more frequent mainly due to seasonality. In addition, non-processed food, 
which is easier to be perishable, also results in high flexibility of price setting. Similarly, price in 
apparel sector is also affected by seasonality. However, high rigidity, represented by less flexibility 
and long duration, could be seen in those service sectors and possible reason should be the wage 
which is usually signed in contracts at the beginning of long-period employment. 
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(Table 7, Gouvea, 2007) 
In conclusion, prices in Brazil are more flexible which represents less rigidity. In addition, evident 

heterogeneity could be seen on the price adjustment behavior across different sectors.  

Special Cases 
Apart from the regularities found among different kinds of countries, some special elements, 

concerning the seasonality and holidays price changes, also exist. According to the investigation by 
Aucremanne and Dhyne (2004), there is some evidence of seasonal pattern representing the price 
changes frequency. Their empirical evidence in Belgium are shown in figure 2 below in detail.  

 
(Figure 2, Aucremanne and Dhyne, 2004) 
After excluding the value added tax, Figure 2 demonstrates that the quantity of price changes 

peaks at almost 16 times per month for the total basket from January to April and from September to 
October. In terms of the classification of price increases and decreases, the former is more obviously 
affected by seasonal trend than the latter, because the summer and winter sales are excluded in order 
to capture the pure seasonality feature. Besides, among various commodities, the impacts on non 
energy industrial goods and services are more evident, which reveals relatively high seasonal price 
flexibilities. 
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In the aspect of holidays, Levy et al. (2010) state that the price changes of the 
Thanksgiving-Christmas period in the U.S. is less frequent. This statement can be shown in table 8 
below. It demonstrates that for most categories, the average quantity of retail price changes is lower 
in holidays. The explanations mainly focus on the menu costs. First of all, shops or supermarkets 
become more popular during holidays and the opportunity cost faced by retailers of changing prices 
peaks at that time. Secondly, the labor cost of extra hiring hour also induces a less price change 
frequency. 

   
(Table 8, Levy et al., 2010) 

Conclusion 
After examining through the evidence on price behaviors in both developed and developing 

countries, there is no explicit conclusion. To roughly conclude, the developed countries possess more 
rigid price behavior in respond to economic shocks. On the contrary, the price in developing countries 
would behave more flexible to the economic shocks. It is worth noting that there exist predominant 
pronouncing inflation within the developing countries in our developing evidence. These could 
possibly be the reasons explaining the disparity among the two groups. 
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