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Answers 

Quantitative skills: index numbers 
Peter Smith 

This resource provides answers to the ‘Questions and activities’ set in the Quantitative skills 
column on Index numbers on pp. 27–9 of the February 2016 issue of ECONOMIC REVIEW. 

You were asked to undertake some calculations using data on GNI per capita, measured in local 
currency units. The table is reproduced here for convenience: 

Table 2 Real GNI per capita, selected countries (local currency units) 

 GNI per capita constant LCU 

2009 2013 

Australia 61,014.1 64,100.7 

Bangladesh 41,439.9 50,229.1 

China 18,251.1 24,973.2 

France 28,409.9 29,177.3 

India 62,745.2 78,266.8 

Italy 24,389.6 23,450.0 

Senegal 367,330.8 370,799.9 

South Sudan 2,151.3 1,398.6 

Tajikistan 488.8 589.8 

Uganda 1,164,671.0 1,253,848.0 

USA 42,781.4 45,101.4 

Source: World Bank World Development Indicators 

Question 1 asked you to try to judge which countries had experienced the fastest and slowest rates of 
growth — but without undertaking any arithmetic.  

You will have found that by just looking at these data, it is very difficult to do this. The main reason 
why it is difficult is that the values for the various countries are all expressed in terms of local currency, 
and the orders of magnitude vary so much between countries. This makes it tricky to come to a 
judgement by eye. For example, look at the figures for Tajikistan and Uganda. This is one way in 
which index numbers can be invaluable, as they convert data into a measure which is unit-free. 
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Question 2 asked you to calculate index numbers for each country for the year 2013 based on 
2009=100. The following table shows the results: 

 Index (2009=100) 

Australia 105.1 

Bangladesh 121.2 

China 136.8 

France 102.7 

India 124.7 

Italy 96.1 

Senegal 100.9 

South Sudan 65.0 

Tajikistan 120.7 

Uganda 107.7 

USA 105.4 

 

Question 3 suggests that you use these index numbers to pick out the most rapid and slowest-
growing countries in this period. You should have found this much more straightforward. The fastest-
growing country was China, followed by Bangladesh and Tajikistan. The slowest was South Sudan, 
with GNI per capita falling by 35%. Italy also experienced negative growth, of 3.9%. 

Question 4 asked whether these results surprised you. I could not possibly comment on that, as I 
don’t have any way of knowing what you had thought in the first place. 
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