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INTERVIEW ANGLE

€

"Why does the base year of an index matter, and how does the credibility of official statistics
dffect everything from policy to investor confidence?"

Source: Original editorial »  The Indian Express

® Every fact web-verified against primary sources (https://ujiyari.com/how-we-verify/)

WHY THIS MATTERS NOW

India is undertaking a rolling overhaul (https://ujiyari.com/vocab/overhaul/) of the base years that anchor its key
economic indicators. The Wholesale Price Index is being revised to a 2022-23 base, with the Consumer Price
Index, the Index of Industrial Production and the GDP series set to follow. The reform aims to make India’s
economic measurement reflect the post-pandemic economy. Beyond the technicalities, it raises a larger
question that matters for every policy decision and investment call: how credible, timely and independent is

the statistical system on which the country relies?

THE CRUX IN 60 WORDS

India is rolling its base years forward, starting with WPI at 2022-23 and extending to CPI, IIP and GDP, to
reflect the post-pandemic economy. Outdated base years distort inflation and growth readings. Credible,
timely statistics are a public good, so the reform should also revive the Producer Price Index and strengthen

the independence of statistical institutions.
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THE ISSUE, DECODED

ELEMENT

Base year

Rolling revision

Producer Price

Index

Statistical
credibility

WHATIT IS

The reference year fixing an index’s weights and
value of 100

Updating WPI to 2022-23, with CPI, ITP and
GDP to follow

A proposed measure of prices received by

producers across goods and services

Trust in the accuracy, timeliness and

independence of data

WHY IT MATTERS

An outdated base distorts inflation,
output and growth signals

Aligns measurement with the changed

structure of the economy

Would modernise price measurement

beyond the ageing WPI

Makes statistics a usable public good for

policy and markets

THE ANALYSIS: WHY MEASUREMENT QUALITY IS POLICY QUALITY

® 014 weights mislead. A base year fixes how much each item counts. As consumption and

production shift, stale weights over- or under-state inflation, output and growth.

O Better data, better decisions. Updated indices sharpen the signals that guide monetary policy (ht

tps://ujiyari.com/terms/monetary-policy/), fiscal planning and investor expectations.

® The WPI is outdated. It tracks wholesale goods prices and excludes services, making the case for

a Producer Price Index that captures the whole economy.

2] Credibility is the real currency. Accurate numbers matter only if they are trusted, which

requires timeliness, transparency and independence.

DATA AND INSTITUTIONS VAULT

CPI

Industry and Internal Trade; new base 2022-23; covers goods only.

Index of Industrial Production, a measure of industrial output.
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Wholesale Price Index, released by the Office of the Economic Adviser, Department for Promotion of

Consumer Price Index, compiled by the National Statistical Office; the RBI'’s inflation target is anchored to

Producer Price Index, a proposed measure capturing prices received by producers, including services.

the reference period assigned a value of 100 against which changes are measured.
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THE DEBATE

The argument for the reform: Updating base years and methodology makes the data reflect reality,
improving every downstream decision from interest rates to budgets. A modern PPI would further sharpen

India’s read on price pressures.

The argument for caution: Frequent revisions and method changes, if poorly communicated, can confuse
users and feed suspicion that data is being managed for convenience. Credibility can be lost as easily by

opacity (https://ujiyari.com/vocab/opacity/) as by staleness.

The balanced verdict: The reform is necessary and overdue, but its benefits depend on execution.
Transparent methodology, predictable revision cycles and institutional independence are what convert better

measurement into greater trust. Modernisation and credibility must advance together.

HOW TO THINK ABOUT THIS (TRANSFERABLE SKILL)

Treat the instrument of measurement as part of the policy, not a neutral backdrop. How you measure
inflation shapes how you fight it. The transferable skill is interrogating the metric itself, asking whether the

yardstick is current, complete and independently produced, before trusting the number it reports.

DIAGRAM-IN-WORDS

Changed economy -> stale base year -> distorted inflation and growth readings -> mis-

calibrated policy

The reform corrects the chain: updated base year + PPI + independent institutions -> accurate,

trusted data -> sounder policy

THE WAY FORWARD

o Institutionalise regular base-year updates on a predictable schedule so indices never fall

badly out of date.

e Introduce a Producer Price Index to capture price pressures across goods and services beyond

the ageing WPI.

o Strengthen statistical independence and capacity to insulate data from political pressure

and ensure timeliness.
O Communicate methodology transparently so revisions build trust rather than suspicion.

> Improve data release timeliness so policy is guided by current, not historical, readings.
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THE TAKEAWAY BOX

Use in GS3 economy answers on national accounts, inflation measurement and the credibility of official

statistics.
“A nation that measures itself well can govern itself well.”

WPI new base 2022-23 and goods-only coverage, CPI compiled by NSO (https://ujiyari.com/terms/nso-mospi-sta

tistical-architecture/) and used for the RBI inflation target, IIP, the proposed Producer Price Index, meaning of

base year.
Institutional integrity and the duty of independence in producing public statistics.
Connects to past GS3 questions on GDP measurement, inflation and the role of statistical institutions.

GDP base-year revisions, the inflation-targeting framework, and the reform of India’s statistical system.

Sources: Indian Express (https://indianexpress.com/section/opinion/editorials/), Mint (https://www.livemint.com/opinion)

Source: A Reset Worth Reading: On India's Statistical Base-Year Overhaul — Ujiyari.com | Free UPSC & State PCS
Editorial Analysis
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Rolling base-year revisions modernise India’s economic
measurement, but their real value depends on the credibility,
timeliness and independence of the statistical system that
produces them.

(
v SUPPORTING
* The base year for the Wholesale Price Index is being updated to 2022-23, with the CPI, IIP
and GDP series to follow, to reflect the post-pandemic economy.
* Outdated base years distort inflation, output and growth readings by mismeasuring the
weights of a changed economy.
* The reform reopens the long-pending case for a Producer Price Index to better capture price
pressures than the ageing WPI.
\
(
A COUNTER
Some argue that frequent revisions and methodology changes can sow confusion and invite
suspicion of data manipulation if not handled transparently.
\
(
- WAY FORWARD
Institutionalise regular, transparent base-year updates, strengthen the independence and
capacity of statistical agencies, and move toward a Producer Price Index.
\
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QUESTION

"Credible and timely official statistics are a public good." Examine the significance of India's economic

base-year revisions and the case for institutional independence in statistics. (250 words)

INTRODUCTION

Statistics are the instruments by which a country sees itself. India’s decision to roll its base years forward,
beginning with the Wholesale Price Index at 2022-23 and extending to the Consumer Price Index, the
Index of Industrial Production and GDP, is therefore more than a technical housekeeping exercise.

It is an attempt to make the economy legible to those who must govern it.

BODY

A base year fixes the weights and reference point of an index. As an economy changes, an old base year
quietly distorts the picture: it over-weights goods that matter less and under-weights new sectors, sending
biased signals on inflation, output and growth.

Updating to 2022-23 aligns measurement with the post-pandemic structure of consumption and
production, improving the accuracy of the readings that drive monetary policy, fiscal planning and market
expectations. The reform also revives a long-pending agenda.

The Wholesale Price Index is an ageing measure that tracks goods at the wholesale stage and ignores

services; a modern Producer Price Index would better capture genuine price pressures across the economy.

Yet better measurement is only half the task.

The value of statistics rests on trust, and trust depends on timeliness, methodological transparency and
institutional independence. Frequent revisions handled opaquely can breed suspicion of manipulation,
while delayed or politicised data erodes the credibility that makes statistics a public good in the first place.

The base-year reform should therefore be paired with stronger, more autonomous statistical institutions.

CONCLUSION

A nation that measures itself well can govern itself well. India’s base-year overhaul is a welcome
modernisation, but its payoff will depend on building a statistical system that is not only current but

credible, timely and independent.
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