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[bookmark: _Toc293845976]BACKGROUND
The FBS (federal bureau of statistics) came into being in 1950. After its establishment importance was given to price statistics and full-fledge price statistics section was established which was responsible for 
1. collection compilation and
2. presentation of retail/wholesale prices 
3. computation of price indices
[bookmark: _Toc293845977]Price statistic section computes 3 indices:
· Consumer Price Index (CPI) 
· Sensitive Price Indicator (SPI) 
·  Wholesale Price Index (WPI)
[bookmark: _Toc293845978]CONSUMER PRICE INDEX
A consumer price index (CPI) measures changes in the price level of consumer goods and services purchased by households. 
Or
CPI is a measure of overall cost of the goods and services bought by a typical consumer.
The CPI is calculated by taking price changes for each item in the predetermined basket of goods and averaging them; the goods are weighted according to their importance. Changes in CPI are used to assess price changes associated with the cost of living.

Sometimes referred to as "headline inflation".
[bookmark: _Toc293845979]ACCORDING TO “FEDERAL BUREAU OF STATISTICS”
A measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services.
Consumer Price Index (CPI) is the main measure of price changes at the retail level. It measures changes in the cost of buying a representative fixed basket of goods and services and generally indicates inflation rate in the country.
[bookmark: _Toc293845980]
HISTORY
The Consumer price index was computed for the first time with 1948-49 as a base for industrial workers in the cities of Lahore, Karachi and Sialkot only. Continuous efforts have been made, since then, to make CPI more representatives by improving and expanding its scope and coverage in terms of items, category of employees, cities and markets. Accordingly, the CPI series were computed with 1959-60, 1969-70, 1975-76, 1980-81 and 1990-91 as base years. At present, the CPI is being computed with 2000-01 as base year. 
[bookmark: _Toc293845981]COVERAGE OF CITIES AND SELECTION OF MARKETS
The CPI series cover 35 urban centers of Pakistan. Depending upon the size of the city, 1 to 13 markets have been selected from where the prices are obtained. The markets have been chosen keeping in view the volume of sales, assuming that majority of the category of employees for CPI make the purchases from these markets. Thus, the prices represent the actual consumer prices. The number of markets covered in 35 cities is 71. The names of the cities and number of markets in each city are given below:-
	Sr. No.
	Name of City
	Name of Market
	Sr. No.
	Name of City
	Name of Market

	1
	Lahore
	   7
	2
	Faisalabad
	   2

	3
	Rawalpindi
	  6
	4
	Multan
	3

	5
	Gujranwala
	1
	6
	Sialkot
	1

	7
	Sargodha
	1
	8
	Islamabad
	4

	9
	Jhang
	1
	10
	Bahawalpur
	1

	11
	Bahawalnagar
	1
	12
	Okara
	1

	13
	Jhelum
	1
	14
	D.G Khan
	1

	15
	Mianwali
	1
	16
	Attock
	1

	17
	Samundri
	1
	18
	Vehari
	1

	19
	Karachi
	13
	20
	Hyderabad
	4

	21
	Sukkur
	2
	22
	Nawabshah
	1

	23
	Larkana
	1
	24
	Mirpurkhas
	1

	25
	Shahdadpur
	1
	26
	Kunri
	1

	27
	Peshawar
	3
	28
	Mardan
	1

	29
	Abbotabad
	1
	30
	D.I Khan
	1

	31
	Bannu
	1
	32
	Quetta
	2

	33
	Khuzdar
	1
	34
	Turbat
	1

	35
	Loralai
	1
	
	
	


[bookmark: _Toc293845982]INCOME GROUPS AND OCCUPATIONAL CATEGORIES
Consumption pattern of individuals depends on their income level and occupation, the population is therefore, categorized under various income groups and occupational categories. This serves demonstrate the impact of price changes of various commodities on their purchasing ability. The income groups and occupational categories covered in the CPI are given below:-
In the base 2000-2001, the categories of employees have not been considered and only following four (4 ) income groups are covered:-
	1.
	       Up to Rs. 3000/-

	2.
	       Rs. 3001/ to Rs.   5000/-

	3.
	       Rs. 5001/ to Rs. 12000/-

	4.
	      Above Rs. 12000/-


[bookmark: _Toc293845983]
CONSTRUCTION OF CPI
Two basic types of data are needed to construct the CPI: 
· price data 
· Weighting data.
 The price data are collected for a sample of goods and services from a sample of sales outlets in a sample of locations for a sample of times. 
The weighting data are estimates of the shares of the different types of expenditure in the total expenditure covered by the index. These weights are usually based upon expenditure data obtained from expenditure surveys for a sample of households 


[bookmark: _Toc293845984]BASKET OF GOODS AND SERVICES

The current CPI covers 374 items in the basket of goods and services, which represent the taste, habits and customs of the people. This basket has been developed by the FBS in 2000-01. The basket of goods and services comprises on 10 major groups (2000-2001 base). The groups and number of items covered in each group and weights in 2000-2001 base years are given below: -
		S.No. 
	Group
	Number of item
 2000-2001 
	Weights

	1
	Food & Beverages
	124
	40.34

	2
	Apparel, Textile & Footwear
	42
	6.10

	3
	House Rent
	1
	23.43

	4
	Fuel and Lighting
	15
	7.29

	5
	Household, Furniture & Equipments
	44
	3.29

	6
	Transport & Communication
	43
	7.32

	7
	Recreation & Entertainment
	16
	0.83

	8
	Education
	24
	3.45

	9
	Cleaning, Laundry & Personal Appearance
	36
	5.88

	10
	Medicare
	29
	2.07

	        Total
	374
	100.00



	 



	
[bookmark: _Toc293845985]CONSUMER PRICE COLLECTION

	Consumer prices for computation of CPI are collected from retail stores and service establishments. These are the prices at which they are sold direct to the consumers.

	[bookmark: _Toc293845986]METHOD AND FREQUENCY OF DATA COLLECTION



· FBS staff located in 35 Regional/Field offices collects price data regularly on monthly basis.
· They personally visit shops, stores, and establishments according to a predetermined time schedule and collect the prices of the selected items.
· Prices are reported in schedules developed for this purpose


[bookmark: _Toc293845987]Time for the collection of CPI prices:
	Name of Schedule
	Frequency data
	Date of collection

	Part-I
Food & beverages
	Monthly
	11-14 of each month

	Part-II
Apparel, Textile, and 
Footwear, Fuel & Lighting
	Monthly
	1-3 of each month

	Part-III
Household, Furniture & Equipment etc. and Transport & Communication
	Monthly
	4-6 of each month

	Part-IV
Recreation, Entertainment & Education Cleaning, Laundry & Personal Appearance & Medicare
	Monthly
	7-10 of each month


[bookmark: _Toc293845988]
Supervision of price data collection
One Statistical Officer in every Regional/Field office has been made responsible for the technical 
Supervision of work done by the price collectors. 
· He is required to visit the markets unannounced and 
· Check prices on sample basis. 
· He collects prices independently from the markets and compares to those collected by the Price Collectors. 

	[bookmark: _Toc293845989]Steps for Calculating CPI
1) [bookmark: _Toc293845990]Fix the basket
The first step is to determine which prices are the most important to the consumer, for example if consumer buys more juices than cold-drinks ,then the price of hot dogs will be more important for the consumer and will be given greater weight.
2) [bookmark: _Toc293845991]Find the prices 
The second step in computing CPI is to find the prices of each of the goods and services in the basket for each point in time  
3) [bookmark: _Toc293845992]Compute the basket cost
The third step is to calculate the cost of the basket based on data on prices
4) [bookmark: _Toc293845993]Choosing a base year and computing the index
The fourth step is to designate one year as base year ,which is considered as a benchmark against which other years are compared

[image: CPI= \frac{\text{updated cost}}{\text{base period cost}} \times 100]
The "updated cost" (i.e., the price of an item at a given year, eg: the price of bread in 1982) is divided by the initial year (the price of bread in 1970), then multiplied by one hundred
5) [bookmark: _Toc293845994]Computing inflation rate
The final step is to use the index to calculate the inflation rate, which is the percentage change on the price index from the preceding period

INFLATION RATE 
[bookmark: _Toc293845995]USES
· The annual percentage change in a CPI is used as a measure of inflation. 
· A CPI can be used to index (i.e., adjust for the effect of inflation) the real value of wages, salaries, pensions, for regulating prices and for deflating monetary magnitudes to show changes in real values




Reference:

1) Principles Of Macro Economics By Gregory Mankiw

2) http://www.statpak.gov.pk/fbs/content/methodology-0
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