Index numbers are Economic Barometers

An index number is a statistical measure that shows the relative change in the value of
a variable or group of variables over a period of time. Index numbers are used to
measure a wide range of economic variables, including prices, wages, production, and

employment.

Index numbers are called economic barometers because they can be used to track the
overall performance of an economy. For example, if the price index is rising, it means
that inflation is occurring. If the wage index is rising, it means that workers are earning
more money. If the production index is rising, it means that businesses are producing
more goods and services. And if the employment index is rising, it means that more

people are working.

By tracking these and other index numbers, economists can get a good sense of how
the economy is doing as a whole. This information can then be used to make informed

decisions about economic policy.

Here are some specific examples of how index numbers are used as economic

barometers:

Consumer price index (CPI): The CPI measures the change in the price of a basket of
goods and services that are typically purchased by consumers. It is one of the most
important economic indicators, as it is used to track inflation.

Producer price index (PPI): The PPl measures the change in the price of goods at the
wholesale level. It is used to track inflation at the producer level, which can give
economists an early warning sign of inflation at the consumer level.

Unemployment rate: The unemployment rate measures the percentage of the labor
force that is unemployed and actively looking for work. It is a key indicator of the health

of the labor market.



GDP growth rate: The GDP growth rate measures the percentage change in the value
of all goods and services produced in a country over a period of time. It is a key

indicator of economic growth.

Index numbers are also used to compare economic conditions across different countries
or regions. For example, the International Monetary Fund (IMF) publishes an annual
World Economic Outlook that includes GDP growth forecasts for all countries. These

forecasts are based on a variety of economic indicators, including index numbers.

Overall, index numbers are essential tools for economists and policymakers. They
provide valuable insights into the performance of the economy and can be used to

make informed decisions about economic policy.



