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lerm (nelex number:

*  become familiar with the usée of
some widely wused (ndex
rmbers;

= calenlate an index nuinber;

*  appreciate (i= I'imilm!ﬂﬂ:.

1. INTRODUCTION

Your have learnt tn the previous chaplers
how summary measures can be
oblained lrom 3 mass of data. Now you
will learn how o oblain summary
measures of change In a group of
related variables.

Raly goes (o the markel after & long
gap. He finds that the prices of most

commodilies have changed. Some
firms have become cosUter, whtle others
have become cheaper. On his return
from the markel, he tells his father
dbout the change in price of the each
and every Item, he bought. It Is
bewlldertrig (o boll.

The indusirial sector consists of
many subsectors. Each of them s
changing. The outpul of some
subsectors are rising, while i is ialling
111 somie subsectors. The changes-are
not untform. Deseription of the
individual rates of change will be
difficult to understand, Can a single
flgure summarise these changes?
Look al the following cases:

Case 1

An indusirtal worker was eamning &
salary of Rs 1.000 in 1982 Today, he
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cams Rs 12,000, Can his standard of
living be sald o have risen 12 (mes
during this period? By how much
should his salary be ratsed so that he
15 as well off as before?

Case 2

You tmust be reading aboul the sensex
i the newspapers. The sensex crossing
BO00 points 1s. mndeed. greeted with
cuphoria. When. sensex dipped 600
poinis recently, (U eroded mveslors”
wealth by Rs 1.63.690 crores. What
exaclly Is sensexy

Cose 3

The government says inflatton rate will
not accelerate due o the fse in the price
of petroleum products. How does ome
measire iInfllation?

These are a sample of guestions
you confront tn your datly ife. A study

of the tndex mumber helps in analysting

thiese questioms.

2. WHAT I5 AN INDEX NUMBER

An mdex mumber 1s # statistical device
for measuring changes In the
magnitude of a group of related
vartables. [t represenis the genersl
trend of diverging ratlos, from which it
s calemlated, 14 15 3 measure of the
average change In & group of related
varables over two different situations.,
The comparisen may be belween like
calegortes such as persons. schools,
hospitals ele, An index number also
measures changes in the value of the
vartables such as prices of spectfied list
of commuodities, volume of production

qi

i dilferent sectors of an industry,
production of varlous agriciltural
crops, cost of living ele.

Conventionally, index numbers are
expressed in Lemms of percentage. Ol Lhe
two periods; the pertod with whitch Lhe
comparison 1s Lo be made, Is known as
the Base period, The value ih e base
perod 5 given the Index mumber 100,
If you wani to know how much the
price has changed tn 2005 from the
level I 1990, then 1990 becomes the
base. The tndex mumber of any pertod
1s in proporttom with (L. Thus an index
mirmber of 250 indivates that the value
is two and half ttmes that of the hase
period.

Price index numbers measure and
permit comparison of the prices of

‘certain goods. Quantty index numbers

measure the changes in (he physical
volume ol production, constructlon or
ciployment. Though price index
numbers are more widely used. a
production Index is also an Important
indicator of the level of the outpiul in
the economy.
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3. CONSTRUCTION OF AN INDEX NUMBER
in the following sections, the principles
of constrcting an tndex number will
be unstrated through price index
numbers.

Lel us look al the [ollowing example:

Exampie |
Caleulation of simple agsregzlive price
tndex

TARLK 71
Commodily DBase  Cumenf  Mencomiage
e H peicad i
pwice [Rs)  price (Rss
A 2 4 100
B 3 i 20
C 4 L 25
D 2 a Al

As vou observe tn (s example, the
percentage changes are dilfersmt for
every commotity. If the percenlage
changes were Lhe same for all four
llems, a single measure would have
been sullicient to deserilie the changs:.
However, the pereentage changes differ
and reporting the percentage change
for every ttem will be confusing. [t
happens when the number of
commodities is lavge, which is commaon
i any real market sttuation, A price
tndex represents these changes by a
single numerical measure.

THere are two melhods ol
constructing an index number. Il can
be computed by the aggregative

mefthod and by the method af

overaging relalines,

STATISTICS FOR ECONOMICS

The Aggregative Method

The [ermula [or a simple aggregalive
price index 1 '

ER,
Pﬂl— —Pu « 100
Where P and P, tndicate the price
of the commodity in the currend pertod
and hase period respectively, Using the

data from example 1. the simple

aggregaiine price index is

4+64+5+3 "
=—————x100=1385

gl I

Here, price Is sald Lo have risen by
385 percen

Db you know that such an Index is
of ltmited use? The reason is that Lthe
units of measurement of prices of
varous commodilles are nol he sane,
It 1s imwedghiled, beranse the relative
impartance of the lems has nol heen
property reflected. The liems are lreated
as having equal Impariance or welght
Bul whal happens in reality? In reallly
the llems purchased differ in order of
imporiance. Food llems occupy a lorpse
proporilon of our expendiiure. In that
case an equal rse in the price of an
item with large welght and thal of an
Hem wilh low welghit will Iiave dilferent
implications for the overall change in
the prive mndex.

The formula for a welghled
aggregative price fndex 15 '

¥Pq,
=>q.

An index number becomes a
weighted Index when the relative
importance of items is taken care ol

« 100

L HES
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Here wiights are guantty weighis, To
construel a welghled ageregalive index.
a well-spectiled basket of commodities
Is laken and s worth each year Is
calculated. It thus measures the
changing value ol 2 fixed aggregale of
goodds, Stnee the wial value changes
with a lixed baskel. the change 1s due
lo price change. Varfous methods of
calenlaling a wetghled aggregative
index use different baskets with respeel
(o tme. '

Example 2
Calculation ol wetghted aggregaiine
price fndex

TAHLE 72
B | Cuirror period
Commoiiing Price  Suomittly  Price Souaniy
By . P 9
A 2 w4 5
i 5 | I | i 10
L 4 2 b s
0 . 15 3 10
P
PEII __E.Pjﬂ_ = l'm
‘ofln

ot

Adxl0+G6=x]l2+5=x204+0=15 Y
2x10+5x12+4x20+2x15

=£ix 100=135.0
190

This method uses the hase pertod
quantities as welghts. A welghted
aggregative price index ustng base
pertod quantitles as wetghts, 15 also
known as Laspeyre’s price fndex. It
provides an explanation Lo the guestion
that if the expenditure on base pertord
hasket of commodities was Rs 100, how

much shoulid be the expenditure in the
cirrent period on (e same basket of

commodities? As yor can see here, the

value albase period quiantiiies has risen

by 35,2 per cent due toprice rise. Using
base period quantities as welglils, the
price Is satd o have risen by 35.3
peroent.

Stice the current pertod quaniiiies
differ from (he base period quantites,
the Index number using current pertord
welghts gives a different value of the
Index miumber.

B = R, x 100
IR,
_4xb+6x10+65x15+3x10
2x5+hxll+4d=x15+2x10

® 1040

185G
=T4—ﬂ x 100 =

It uses the current period gquaniities
as welghts, A welghited aspregative
price mdex using curremnt  period
quaniities as welghts 15 known as
Paasche's price index. 1t helps in
answering (he question that. if the

1321
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current period basket of commoditites
was consumed tn the base perlod and
tFwe were spending Rs 100 an 1L, how
much should be the expendiiure in
curvend pertod on the same baskel of
commodities, Paasche's price tndex of
132.1 1s tnterpreted as a price rise of
32,1 per cenl. Using current pertod
welghts, Lhe price s sald Lo have nuen
by 32,1 per cent

Method of Averaging relatives

When there 1s only otic commodity, the
price index 1s the ralto of Lthe price of
Lhe commeodity in the current period Lo
thal in the base pertod. usually
l‘.lpl‘f‘&ﬁﬂﬂ In percentage lerms, The
method ol averaging relatives lakes the

average of these relalives when there

are many commaodilies, The price dex

number using price relatives Is

deflned as
B, =l££'~x 100
n

where P, and P indicate the price of
the th commodity in the current period
and base pentod respeciively. The ratio
(P, /B, % 100 1s also referred to as price
relative of the commmodity. nstandds for
the number of commuodities. In the
current exmple

(458 5. 3
i =3(5+5+3v3)x100-140
Thus, the prices of the commodiiles
have risen by 49 per cent.

STATISTICS FOR ECONOMICS

The welghted index of price relatives
15 the welghied afthmetic mean of price

relattves defined as
Wi [-Pﬁ x m-u)
Poi = P
EP:: Wi

wihers W=Welghl.

Int-a weighted price relative ndex
weighls may be determined by the
propoerilon or percenlage of
expenditure on them In (otal
expenditure during Uie base pertod. 1L
can also refer Lo'currenl period
depending on the formula used. These
are, esseniially. Lhe value shares of
different commodilles tn the total
expenditure. In general the base pertod
weinlil 1s preferved o e currenl period
welght. It 1= becanse calculating Lhe
wedelit every vear I1s tiiconventent. [L
dlso refers (o the changing values of
different baskels, They are strictly not
comparible: Example 3 shows the tvpe
ol tndormalion one needs [oF calculating
weighted price index.

Example 3

Calcalallon of weiglted price relatives
fnelex

TABLE 7.8

Commodity Welght llase  Coomend Frae
In%  peorprioe peor it
priee eI

firi Hs )
A an - ] anm
4] S 5 ] 1)
C 20 4 1325
(8] in 2 4 1540

ey iRt



INDEX NUMBERS

The wetghled price index is
Y, Wi (-!E ® l{}ﬂ]
Pui
P = =
iy Wi

A0 200 + 30120+ 20 % 125 + 10 x 150
) 10

= Ioh
The weighted price ndex 1s 156,

The price index has risen by 56

per cenl. The values of the wrupeighled
price index and the wetql'ued price
triden diillier, as (hey should. The igher

tise In the weight el iIndex is due (o the
doubiing of the most timporiant Item A

in Exrumpie 3,

[ Activity
s Interchange the cioment perisd
values with the base perid

volues, in the dota given' in
Example 2. Calenlatr the price
indox psing Laspoyre's, and
Passche's formula. What
differcace do you observe from

the carller ustration? _J

4. SOME IMPORTANT INDEX NHH]!IEB

Consumer price index
Consumer price (ndex (CPl). also

a5

measures the average change in relatl

prices, Constder the statement that the

CPI far industrial workers (200 =100)
Is 277 tn December 2014. Whal docs
this statement mean? 1L means that (f
Lhe industrial worker was spending
Rs 100 tn 2001 for a typleal basket of
commuodities, he needs Rs 277 1n
Decembier 2014 to be able to buy an
identical baskel of commodites. 1t is
nol necessary that he/she buys the
baskel. What 1s lmportant 15 whether
hie has Lhe capability to buy 1L

Example 4

Congtricton of consumer price ndex
mumnber.

.EWH _U786.85
W 100
'If'hls exercise shows thai the cost of

tiving has decltned by 2.14 per cent
What does an index larger than 100

CPl= =97.86

Indicate? I means a hgher cosi of

living necessitating an upward
adjusimeni in wages and salaries. The
rise is equal (o the amound, it exceeds
100, If the index is 150, B0 per cenl
upward adjusiment s required. The
salaries of the cmployees have to be

known as the cosl of Hving (ndex. ralsed by B0 per ceni
TABLE T 4
liers Widght I T Hosi pertnd Cierenl perioed R=F;!Fn = J{0 Wi
W price {ls) price (Hsi fireny

Foeud is {§50) 145 W67 ARK45
Fued 10 25 P | T2 H) 2600
{hity m i 5 saaT 1740
Reti 15 a0 ) 100,00 1500.00
Misc it {1l 45 [RFEE 2250),00

oTES 85
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Consumer Pr!::_'e Index Number

Govertment agencles in India prepare

a large number of consumer price

index numbers. Some of them are as

fGllings:

*  Consumer Price Index Numbers for
Indusirial Workers with base
2001=100. Value of Index in May
2017 was 278,

* All-india Consumer Price index
Numhers for Agricultural
Labourers with base [|986-
87=100, Value of lndex in May
2017 was 872

« All-Indta Consumer Price [ndex
Numbers for Rural Labourers with
bhase 1986-B7=100. Value of Index
i1 May 2017 was 878.

« All-india Rural Consumer Index
with base 2012 = 100, Value of
Index in May 2017 was 1333

« All-lndia Urban Consumer Price
Index with base 2012 = 100, Value
ol Index tn May 2017 was 1203
Al-lndiin Combined Consmmer
Price with base 2012 = 100. Value
of Index 1 May 2017 was 131 .4
In addition, these indices are

avallabie at the state level.

The detatled methods used for
calculating eacll of these tmdex
numbers 15 different and 1l 15 nol
necessary to Lo nto these detalls.

The Reserve Bank of Tndia 1s using
the All-indta Combined Consumer
Price Index as the main measure of how
consumer prices are changing.
Therefore. some details are necessary
about this ndex number.

STATISTICS FOR ECONOMICS

This index 15 now belng preparecd
with base 2012 = |00 and many
improvemenis have been made In
accordance with Inlernatlonal
slandards. The baskel of ftems and
widghing diagrams for the revised serles
has been prepared using {(he Modified
Mixed Reference Perlod (MMRP) dala
ol the Consumer Expenditure Survey
(CES). 201 1-12 of the 68th Round of
Nallonal Sample Survey (NSS). The

welghls are as follows:
Moo Groups Wemirhe
Food arfid beveraies 45 5

Pan. tobgero and mtoxionts 2,498
Clenbuang & Rotwear .53

Hiastmg 10.07
st & gt 6.8
Misc proun 802
farmernl TGN

Source: Economifc Surpeyg. 2014015

Cotgrmmir of i,
Dala are provided on the rale of change
per year of each of the sub-groups and
matn groups, So, we can find oul from
this dala which prices are rising most
ol all and are, thereby, eontributing to
inflation.

The Consumer Food Price Index
ICFP) 1s the same as the Consumer
Price Index for ‘Food and Beverages'
except that It does not include aleoholle
beverages' and ‘Prepared meals,
snacks, sweels, elc’.

Wholesale Price Index

The Whaolesale price index number
ndicates the change (n the general
price level Unlike the CPI, il does not
have any relerence consumer calegory.
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It does not include flems pertaining to
servives Ke barber charses, repalring.
elc.

What does the statement “WFIwith
2004-05 as base 15 253 in Oclaber,
2014 mean? It means that the genersal
price level has risen by 153 per cent
during this perod.

The Wholesale Price Index 1s now
hetng prepared wilh base 2011-12 =
100. The value of the index for May
2017 was | 12.8, This Index uses the
prices that are prevatling at the
wholesale level. Only the prices of goods
are included. The matn types of goods
and thetr welghts are as follows:

Mafor Groups Vst
Primuary Articles 22682
Froel i Prwer Fa3.15
Marmaletured Prohigels 6423

A Crururmicetiiies o Taflition’ 100,00
W Food Index’ 24 94

Sonrce: Minisirp af ':Stﬂifjr;cs ani:
Prograsmme fmplementodfon, 20 16-17

Hsually the dala on Whnlesale
Prices is avatlable quickly. The Al
Commuodities Inflalion Rite® 1s olten
referred (o as ‘Headline Inflation”.
Sametimes the focus 1s oh nod letns
which comprise 24 23% of Lhe total
welghl This Fond [ndex ts made up of
Food Articles from the Pramary Articles
group and Food Products from the
Manufactured Products group. Other
economisis like to locus on the
wholesale prices in manufactured
goods (other than food articles and also
excluding fuel) and for this they study

a7

“Core Inflaiton’ which make up around
557 of the total weight of the wholesale
price tndex.

Index of Industrial produciion

Unlike (he Consumer Price ndex or the
Wholesale Price Index, this is an index
whilch tries lomeasure quaniiiles. With
effect from April 2017, the base vear
has been fixed at 2011-12'= 100 The
reason for the fast changes o the base
vear s thal every year a large number of
llﬂ'ﬂﬁt"{lh{'r'ﬂ.lﬂp betng manufactured or
become Inconsequential. while many
dlher new Ilems starl getling
manufactured.

While the price indices were
essentially welghted averages of price
rolatives. the Index of Industrial
producton 15 a welghted artthmete
mean of quanity relaltves with wetghis
being allotted Lo varlous ltems In
proportion to value added by
manufacture o Uie base vear by ustng
Laspevre's formula:

il quWi
YW

[TPay = » 100

Where P, 1s the tndex, q, is the
muamntity relattve for year | with year 0
as base for good 1. W, 1s the welght
allotied to the good 1. There are ngpods
in the production index.

The index of Industiial Production
is avatlahle at the level of Industnal
Sectors and sub-sectors. The maln
hranches are ‘Mining’. ‘Manufactunng’
and 'Eleciricity’. Sometimes the focus
is on what are called “core” indusines
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namely coal. crude oll, natural gas,
refinery products, fertilisers, steel,
cement and electricity. The Eight Core
Industries have a combined welghl of

40.27 per cenl 1n the [P,
TARLE 7.5
Welghtage Psttzm of TIP
(Indusirial Production Sectors)
Sootor Wetaht
Wi sirigy 144
Mamfoetarnng 776
Elerimrily B
Gl fricfize 100,0

Sonrce: Minisiry of Staitsiics ond
Prograimiic fpmmumibaiemn, 2016-17

The Inddex of indusiral Production
15 also avallahle sccording to the “use”
of the product, that 1s. for example,

“Primary Goods™. “Consamer
Durables™ and so on.
TARLE 7.0
Welghtage Pattern of IIP
“based Groups)
Grop Wisteli
Premary H.1
Captinl Goods 84
fnbérrrmrsiinie Chonds 172

Infmstmctore /Cmstroction Gonds L3

Consmer Duridies 1258
Comaimer Mo -dirsabices 5.4
G fnefise 10630

Sonrce: Minisirn o) Staifsiics and
Progmamutic frpdamrilien, 2016-1 7

Human Development Index

Another uselul ndex widely used (o
know the developmed ol 2 country ts
Human Development Index (HDI) aboul
which you might have studied In
Class X

STATISTICS FOR ECONOMICS

SENSEX

Sensex 1s Lhe short form of Bombay
Stock Exchange Sensttive Tndex with
1G78-79 as bhase. The value of the
sensex |s with reference to this period.

TLts the benchmark tndex for the Indian
stock market. It consisis ol 30 stocks
which represent 13 seclors of Lthe
ecopomy and Lhie companies lsted ane
leaders In thetr respecttve industres. H

NEFN

the sensex rises, I indlcates (hal (he
markel 15 domg well and tnvestors
expect beller eamings from companies.
It stdso mdicates a growine conltdence of
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tnvestors in the hasic beallh of the
COGTMITTY.

5. ISSUES IN THE CONSTRUCTION OF AN

INDEX NUMBER

You should Keep cortatn tmportant 1ssues
tn il whille constructing an ndex
number,

= You need o be clear aboul the
purpese of the index, Caleulation of a
volume index will be tnappropriaie,
when one needs s value index.

o Hesirbes ts, the llems are nol eguaslly
tmportant for different groups of
consumers when & consumer price
index 18 constructed. The rise in petml
price may niol directly tmpact the living
condition of the poor agriculiural
laborers. Thus the emsto be mododed
in any index have to be selected carefully
to be as representative as possible. Only
then yvou will gel a meaningiul ploture of
the change.

*  [Every index should lznea base year.
This base year shiould be as normal as

passible. Years having exireme valiles:

should not be selected as hasé vear. The
period shouldd also nol belong (o oo far
in lhe past. The comparison betwesn
1998 and 2005 1s much more
meaningful than a comparison between
1960 and 20056, Many iems tn 3 1960
iypical consumptlion baskel have
disappeared al present. Therefore, the
base year for any tndex pumber is
routinely vpdated.

=  Another issue is the choice of the
formufa, which depends on the nature
of ‘question (o be studied. The only
differenice betwesn (he Laspeyme’s Index

a4

and Paasche's index s the welghts used
In these formulae.

* Besides, there are many sources of
datawith different degrees of Tellabibity.
Data of poor rellability will  give
mitsteading results, Hence, due care
should be taken tn the collecton of data.
I primary data are not betng used. then
the most reliable source of secondary
data should be chosen,

— Acttwity

* Collect data from' the loeal
vegointile markel over o week fof,
il least 10 Sems. Try Lo
construct the doily price index
frr the week. What problems do
you encanler in applyiong both
methupds for the construetion of
it price Index? _1

6. INDEX NUMBER IN ECONOMICS

Why do we need to use the index
mmmnbers? Wholesale price index mumber
(WP}, consumer price index pumber
(CP) and indusiral production index
(1P} are widely used tn policy making.

* Consumer index nomber (CP) or
cost of ving index numibers are helpil
in wage negotiation. formutation of
mcome poticy, price policy, reni control,
taxation and general economic policy

formulation.

» The wholesale price index (WEI) is
userl (o eltminate the effect of changes in
prices an ageresales: such as pational
income, capttal formation. etc.

= The WPl ts widely used o measure
the rate of mfiation. Inflation is & general
and coniimiing increase tnn prices. i
inflaiion becomes sufficiently large.
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maney may lose s tradittonal function
as a medinm of exchange and as a unll
ol accounl. s primary mpact & o
lowering the value ol maney. The weekly
inflation rale ts ghven by
xl " xl L 1["]_ w_h

X, ere X and X | refer
to the WH for the tm and (- 1}* wecks.
« CPl are used m calculatng the
purchasing power ol money and real
WaEe:
{t) Purchastng power of money = 1/
Costof iving index
i} Heal wage = (Money wage/Cosl ol
Iwtne index) = 100

I[ the CPI (1982=100) 1= 526 n

Jdanuary 2005 the equivalent of a rupee

In January, 2006 Is given by

100 .
Rﬁ‘ﬁ=ﬂilg_ ltmeans that it Is

worth 19 patse in 1982, If the money
wage of the consumer ts Rs 10,000, his
reaz] wage will be

100
Rs 10,000 x —— = Rs 1,001
0.000x =08

It mesns Rs 1,901 m 1982 has
the same purchasing power as Hs
10,000 tn January, 2005, i he/she
was getting Rs 3,000 1n 1982, he/she
is worse off due (o the rise in price. To
mainlain the 1982 standard of living
the salary should be raised o Rs
15,780 which 15 obtained by
mulliplying the base period salary by
Lhe faclor 526/ 100.

*  [ndex of industnal production gives

us agquaniifatve figure abiut (he chiange
in production in the mdusinal seclor

STATISTICS FOR ECONOMICS

= Agriculiural production index
provides us a ready reckaner of the
performance of agricultural sector,

* Sensex Is a usefnl gulde for
wwvestors n the stock marked. I the
sensex s fsing, mvesiors ame oplinistic
of the future performance of the
economy, It 15 an appropriate tme for
Invesimend.

Where can we get these Index

numbers?

Some of Lhe widely nsed index
numbers —WH, CPL, Index Number of
Yield of Principal Crops, Index of
Indusirial Production, Index of Forelam
Triade — are available in Economic
Survey.

[T Aoy
= heck [ Lhe newsEpiers: ond
ponstnact 3 Ume sevhes ol sensex
with 10 observallons, What
huppens when (e base of the
comspmmer price index is shifted
from 19582 o 20007 _I

7. COXCLUSION

Esttmaling ndex mumber énables you
o calculate a single measure of change
of a large number of {tems. Index
numbers can be calmulated for price.
muantity, volume, elc.

It-15 also clear from the fommaitkae that
the mdexmumbers need (o be nterpreted
carefully. The Hems (o be mcluded and
the cholee  of the base pertod are
impartant. Index mumbers are extremely
important in pollcy making as 1s evident.
by thetr various uses.
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1.

An dex sumber is o ummm devion for measurng relative

m:muhm:mm
Then mmﬂhtu&h&ﬁi@ﬂﬂmwmwm-
mmmhmw

EXERCISES

An bdex nonmilier which acconts for the feladive oporlanee ol (lie

items is known ns

i) weighied ndex

() simple nggregaiive index

(i) simple avernge of relalivies

In miost of the weighied index numbers the weight periains 10
{i} base year

) eurrent yrar

{ifi) both base amd . curmend ey

The impuct of chnnge in the price of 5 commdity with little weight in
thr index will be

(1 smadl

() karge

(i) uncertoln

A consumer price index measures changes in
(] Tetad pnﬂ:n

() wholésale prives

(ifi) protuicers prices

 The item hoaving the highesi weight in consumer price index for

tnchistrinl workers s
1) Food

() Housigs

(i) Clothing

Zhreak

10}
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Boin penernl, infmblen b calcaloled by using

[} wholesale price Index
(i} comsumer price e
fiii) progucers” price indox

7. Why do we need an index numbier™

STATISTICS FOR KCONOMICS

H Whint are the desirable properties of the base poriod?
9 Why Is It essential o have different CPL for dilferent eategories of

CONSUTCTS Y

10, Whint does o consumer priee index for industrinl workers measure?
11, What is the dilfimence bebwoen @ prive Imlex umd o quimtiy dndex?
12_Is the chuafige In ony price reflecied in o price index nanmiber?

13, Can the CHM for wrbon non-menusd employees ropresend (e changes
tin the cost of fiving of the President of India?

14. The monthly per capitn éxpendilure incurred by workers for an
industrinl crmtre during 1880 and 2005 on the Mllowing items ore
givin below, The weights of these ilemswre. 75,10, 5, 6and 4 respeetively
Prepare o welglited index number for cost of living Jor 2000 with 1980

e Lhe bsise,
ltems Price in 1980 Price in 2005
L 100 200
Clothing 20 25
Foel & Nptuting 15 20
House rent an 40
Misc 45 B5

15, Rend the following table cirelally and give your comments.

IRDIEX OF INDUSTHIAL PRODUCTION BASE 1005-04

[neduntry Werigghut Uy W 139697 20032004
General index 100 130.8 159.0
Mintng and quamying  10.72 1162 1484
Manufaciuring 70,58 1336 196.6
Elediricity 1065 1220 171G

16, Ty 1o list thie imporinnt items of consonption o your oy

P70 the salary of o person in the buse year is Hs 4000 per anmum anmd
the current year satory ks e 6,000, by how moch should  his wilary be
raised o moiniafn e same stomddard of Blig 1 the CPL s 4007

18, The consumer price index for Junc, 2005 was 125, The food index was
120 und  thai of other tems 135 What s the pereentage of the total

wolght fiven Lo food?
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19, An enquiry inte the budgets of (He middle class Bmilles n a cerfain

clly gave the lolowing information:

Expernses on llemns Food Fucl Clothing Rent Mixe

35 1% 20 15, 20,
Price fin Rs) in 2004 1500) 250 7ol K 400
Price (in Rsl in 1995 1400 200 ] 2040 250

Whnt |8 the oosl o lving ndex durimg (he year 2008 a8 compmreed with

189857

20, Record the daily expenditire, quantities boughl and  prices paid per
purchises of your fmily for two wreks, How his the

untl af e ik
price chonges afected your (amily?

21, Given the  [oflowing doin

Year CPiqf tncusirtal CP1of apricubhurmy Wi
DTS lighairers: f PRS- CH= | Oy
1082 =1 (M) (196687 = 1004
100506 313 A 1214
1K 57 K7 U] 25 1272
10676088 <Y 234 1428
196081 14 2 140.7
106000 438 008 145.
2000-01 14 306 156.7
200 122 a6 Sk 1613
2002004 452 410 .8
200314 M) a3 176.9

Sonorce: Eooramic Sty 20040-35005, Goamermumemd of fndio
fil Commend on the relative valoes of the mdex mombers,

{ii} Are they comparable?

22 The motilhly expenditure (Rs)) of o fomily on soime importand ileins and
the Goods arid Services Tox (GST) rautes applicable to these lems is as

il fowes:

Item Maonthly Expense(lls) GST Hate %
Cereals 150 n
Eg 250) 0
Fish. Ml 250) o
Medicimes o) a
Hngs =1 5
Tramspr L] 5
Enrtier & 12
Fsbull 10 12
Tomaio Rewhap 40 iz

ey iRt
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Tunitinin i 3 £.]
Unkes Posigies: 5 1]
BErailed Gurments L I8
Vitomum Cleaner: Cor T 25

Caleulale the overage nx rate as for os this famlly s concermned,

1_. The caleulation of the average GST mte makes use of the
foemda for wetghtod gverge. In this cise, the weights anc the
shares of expeérdiinre on chch calegory of goods, Thie lotal weighil
15 eqqual o the toltal expendibure of tie fumily. And (he variables
ane the GST rates,

Cilegory Expervliiuce Welght (W) GST Rale fx) WX

Chteginy 1 2 L o
Calegury 2 2100 0,65 1t
Chiil ey 3 k] iz b
Catrgnry 4 200 oig .
Chitegory 5 1000 098 250

500 338
The mean GST rate as fdr as (his family Is concermed is (338))
(3500) = 0,966 1.0. 9.66% N

r

. Cmmrwdﬂmkﬂrhﬂrm“mh'lﬂﬂnfwidﬂlymdhﬂn
numbers. Gel Uhe most recent data ndicating the  source. Can
v Lall whot the unil of sn indéx mumber 187

*  Make o toble of comsumer priov index for mdustrinl workens o
the last 10 yeors omd calealaie the purchesing power, of monay.
How {5 1t changing?
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