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

THE LIFT LINE

A price index is not a dry accounting exercise. It is the lens through which a country reads its own economy,

and the lens India has used at the wholesale level is a colonial inheritance that no longer matches how value is

actually created.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

The move from the Wholesale Price Index (WPI) to a Producer Price Index (PPI (https://ujiyari.com/t

erms/producer-price-index/)) is exactly the kind of quiet structural reform UPSC loves, because it sits at the

crossroads of statistics, monetary policy (https://ujiyari.com/terms/monetary-policy/) and economic governance. It

tests whether you understand not just what inflation is, but how it is measured, who measures it, and why the

measurement instrument itself must evolve as an economy shifts from goods to services.

This is a live governance story, not a textbook abstraction. India is redesigning a core statistical system to align

with International Monetary Fund (IMF) best practice, and the transition will ripple into contracts,

national accounts and policy analysis.

GS Paper 3: Indian economy, mobilisation of resources, growth and development; issues relating to

planning and the design of economic statistics.

GS Paper 3: Government policies and interventions in the economic sphere, and the institutional

architecture that produces official data.

For Prelims, hold the specifics: the WPI is compiled by the Office of the Economic Adviser under the

Department for Promotion of Industry and Internal Trade (DPIIT), in the Ministry of

Commerce and Industry, with a current base year of 2011-12. The proposed PPI would adopt a base year

of 2022-23 and expand item coverage from about 697 to roughly 957 items, plus a separate Services PPI.

The Consumer Price Index (CPI), base year 2012, compiled by the Ministry of Statistics and
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Programme Implementation (MoSPI), is the inflation-targeting anchor for the Reserve Bank of

India (RBI), not the WPI. The technical groundwork rests on the Working Group on PPI chaired by

Prof. B.N. Goldar.

For Mains, frame this as modernisation of economic statistics: a shift from measuring prices at the point of a

transaction to measuring prices received by producers, and from a goods-only view to one that captures

services, which now dominate India’s output.

BACKGROUND AND CONTEXT

The WPI is a relic of an industrial-goods economy. It measures price changes at the wholesale or first

point of bulk transaction, when goods change hands between businesses before reaching the retail

counter. Crucially, it excludes services entirely, even though services contribute the majority of India’s

Gross Domestic Product. That single exclusion has become the index’s central weakness.

A PPI, by contrast, measures the prices received by domestic producers for their output, covering both

goods and services. It is the international standard, recommended by the IMF and used across most

advanced and many emerging economies. India remaining on WPI while peers moved to PPI created a

mismatch between what our data captures and how our economy is structured.

The government has therefore begun a phased transition of about five years, deliberately gradual

because the WPI is embedded deep in the economy’s plumbing.

THE CORE ARGUMENT / ISSUE

The WPI answers a question that has grown less relevant: how much do bulk goods cost between firms? It

ignores the price of services, mismeasures the modern supply chain, and drifts from the reality that national-

income accounting tries to capture. A producer-side index measured at the factory or service gate gives a

cleaner signal of underlying cost pressure.

The PPI is conceptually a producer-facing mirror of consumer inflation. It captures prices at the moment

output leaves the producer, before distribution margins and taxes distort the picture. Wider item coverage and

a Services PPI mean the index finally reflects an economy where services lead growth.

Why WPI no longer fits the economy

What the PPI changes
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FEATURE WPI (CURRENT) PPI (PROPOSED)

Compiling authority Office of the Economic Adviser, DPIIT Office of the Economic Adviser (proposed)

Base year 2011-12 2022-23

Item coverage About 697 items Roughly 957 items plus Services PPI

Scope Goods only, wholesale level Goods and services, producer level

Price captured First bulk transaction price Price received by the producer

International alignment Limited IMF best practice

HOW TO THINK ABOUT THIS (ANALYTICAL FRAME)

Think of a price index as a measuring instrument, and remember that the instrument must match the thing

being measured. When India was a goods-and-commodities economy, a wholesale-goods index was

defensible. As services came to dominate output, that instrument began measuring the wrong universe. The

PPI is not a cosmetic (https://ujiyari.com/vocab/cosmetic/) rebranding; it is a re-tooling of the measuring device so

that it tracks the actual composition of national production. The reformer’s tension here is continuity versus

accuracy: legacy contracts and analytical series prize a stable, familiar index, while sound policy demands one

that is accurate and internationally comparable.

THE DIAGRAM IN WORDS

Colonial-era WPI (goods only, wholesale) -> mismatch with services-led GDP -> Working

Group on PPI (Prof. B.N. Goldar) -> phased ~5-year transition -> Producer Price Index

(goods + services, base 2022-23, ~957 items + Services PPI) -> statistics aligned with

national accounts and IMF standard

WAY FORWARD

The measurement architecture

Sequence the transition carefully. Run the WPI and PPI in parallel for a defined overlap so

analysts, businesses and policymakers can build back-series and understand the level shift before

the old index is retired.

1

Fix the contracts problem early. Countless commercial agreements carry price-escalation

clauses tied to WPI. Issue clear conversion guidance and mapping tables so that switching the

reference index does not trigger disputes or windfalls.

2
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PYQ LINKAGE AND PRACTICE

UPSC has repeatedly probed inflation measurement and the difference between WPI and CPI, and has asked

why headline WPI and CPI can diverge. This editorial extends that line directly into producer-price

measurement, a natural next question as India modernises its statistics.

Practice question: “A shift from a Wholesale Price Index to a Producer Price Index is a statistical reform

with real economic consequences.” Discuss the rationale for this transition in India and the challenges it

poses. (250 words, 15 marks)

Sources: Business Standard (https://www.business-standard.com), DPIIT, Office of the Economic Adviser (https://ea

industry.nic.in)

Source: From Wholesale to Producer Prices: India Redraws Its Inflation Compass — Ujiyari.com | Free UPSC &

State PCS Editorial Analysis

📰 RELATED DAILY ARTICLES

16 Jul Mobile Phone Manufacturing Scheme: Deepening India's...

15 Jul India-UK CETA and Double Contribution Convention Enter...

15 Jul Centre Launches Eighth Tranche of Critical Mineral...

14 Jul India Launches Its First Index of Services Production

Build the Services PPI with rigour. Services prices are notoriously hard to measure. Invest in

survey design, sampling and quality-adjustment methods so the services component is credible from

launch, not a placeholder.

3

Communicate the purpose publicly. Position the PPI as an upgrade in economic literacy for

the country, aligned with the IMF standard and national-accounts needs, so that users trust rather

than resist the new compass.

4
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