
                                                                                                                           

Construction of Price Index Numbers (Formula and Examples): 
Construction of price index numbers through various 
methods can be understood with the help of the following 
examples: 

1. Simple Aggregative Method: 

In this method, the index number is equal to the sum of prices for 
the year for which index number is to be found divided by the sum 
of actual prices for the base year. 

The formula for finding the index number through this 
method is as follows: 

 

2. Simple Average of Price Relatives Method: 
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In this method, the index number is equal to the sum of 
price relatives divided by the number of items and is 
calculated by using the following formula: 

 

 

3. Weighted Aggregative Method: 

In this method, different weights are assigned to the items 
according to their relative importance. Weights used are the 
quantity weights. Many formulae have been developed to estimate 
index numbers on the basis of quantity weights. 

Some of them are explained below:                                                                            

 



 



 

4. Weighted Average of Relatives Method: 

In this method also different weights are used for the items 
according to their relative importance. 

The price index number is found out with the help of the 
following formula: 
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