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CHAPTER 01: CONSTITUTION AND TERMS OF REFERENCE OF THE 

WORKING GROUP 

1.1 Introduction 

The Office of the Economic Adviser (OEA) is responsible for the compilation and 

publication of the Wholesale Price Index (WPI) every month.  The Office 

undertakes the base year revision exercise periodically to reflect structural 

changes in the economy. WPI is primarily used as deflator in National Accounts 

Statistics and in escalation clauses of financial contracts. It is also widely used for 

price adjustments in the procurement of raw material, plant and machinery, 

construction, infrastructure projects, toll rates, essential drugs, and deciding tariffs 

for major ports and electricity etc. 

As part of this periodic exercise, the WPI revision with base year 2022–23 has been 

undertaken to incorporate recent economic changes. The necessary steps have 

been taken to examine the commodity coverage, base year, weighting diagram, and 

other related aspects of current series. 

In line with practices adopted by advanced economies and the recommendations 

of the International Monetary Fund (IMF), there is a growing need for India to 

transition from WPI to the Producer Price Index (PPI). Unlike WPI, the PPI offers a 

more accurate measure of price changes from the producers' perspective, thereby 

enhancing its suitability for use in National Accounts compilation. 

1.2 Constitution of the Working Group 

OEA, Department for Promotion of Industry and Internal Trade (DPIIT) 

constituted a Working Group (WG) for the revision of current series of WPI (Base 

2011-12) under Chairmanship of Prof. Ramesh Chand, Member, NITI Aayog on 30th 

December 2024. The Composition of the Working-Group is as follows- 

i. Prof. Ramesh Chand, Member, NITI Aayog (Chairman) 

ii. Additional Director General, Field Operations Division, MoSPI 

iii. Deputy Director General, Economic Statistics Division, MoSPI 
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iv. Deputy Director General, National Accounts Division, MoSPI 

v. Deputy Director General, Enterprise Survey Division, MoSPI 

vi. Economic Adviser, Department of Economic Affairs, M/o Finance  

vii. Adviser, Price & Marketing Division, Department of Agriculture & 

Farmers Welfare 

viii. Senior Economic Adviser, Department of Consumer Affairs 

ix. Deputy Director General, Ministry of Petroleum & Natural Gas 

x. Chief Executive Officer, Goods & Services Tax Network 

xi. Representative from RBI 

xii. Dr. Soumya Kanti Ghosh, Chief Economist, SBI Group 

xiii. Dr. Surjit Bhalla, Economist 

xiv. Dr. Shamika Ravi, Member, Economic Advisory Council to PM 

xv. Dr. Dharmakirti Joshi, Chief Economist, Crisil 

xvi. Shri Nilesh Shah, MD, Kotak Mahindra Asset Management 

xvii. Shri Indranil Sengupta, Co-Head & Economist, Bank of America Merrill 

Lynch 

xviii. Deputy Director General, DPIIT (Member Secretary) 

The WG also co-opted Ex-DG, NSO, MoSPI; Sr. Economic Adviser, Department of 

Agriculture & Farmers Welfare; Sr. Adviser, NITI Aayog; DG Labour Bureau; and 

DDG PSD, MoSPI.  

1.3 Terms of Reference of the Working Group  

i. To suggest the commodity basket of WPI and PPI with base year 2022-23 

in the light of structural changes in the economy. 

ii. To review the existing system of price collection and suggest changes for 

improvement. 

iii. To decide on the computational methodology to be adopted for WPI / PPI. 

iv. To examine the methodology for compilation of PPI approved by Technical 

Advisory Committee on Statistics of Prices & Cost of Living and suggest 

further improvement in compilation and presentation and recommend 



Page 14 of 167 
 

roadmap for switch over from WPI to PPI.  

v. To examine the method of computing the linking factor adopted so far and 

suggest appropriate changes in the method of computing the linking factor, 

if necessary. 

vi. To suggest any other improvements as may be necessary for enhancing the 

reliability of WPI / PPI. 

 

1.4 Meetings of the Working Group  

The Working Group held four (04) meetings under the chairmanship of Professor 

Ramesh Chand, Member, NITI Aayog to review the progress made by various Sub-

Groups, hold deliberations on issues that arose during discussion of Sub-Groups’ 

meeting, discuss the suggestions submitted by the Sub-Groups and provide its 

recommendations. The details of the meetings are as follows: 

i. First meeting of the Working Group was held on 31st January 2025 at NITI 

Aayog, New Delhi. (Minutes placed at Annexure-II). 

ii. Second meeting of the Working Group was held on 22nd July 2025 at NITI 

Aayog, New Delhi in the hybrid mode (Minutes placed at Annexure-III). 

iii. Third meeting of the Working Group was held on 14th November 2025 in 

Room No. 47, Udyog Bhawan, New Delhi in the hybrid mode (Minutes 

placed at Annexure-IV). 

iv. Fourth meeting of the Working Group was held on 30th March 2026 in 

Conference Room No. 47, Udyog Bhawan, New Delhi in the hybrid mode 

(Minutes placed at Annexure-V). 

*****  
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CHAPTER 02: SELECTION OF THE BASE YEAR 

2.1 Introduction 

The base period/ year is usually understood to mean the period with which all the 

other periods are compared. The term may, however, have different meanings in 

different contexts. Three types of base period/year may be distinguished:  

(i) Price reference period– the period that provides the prices to which the 

prices in other periods are compared. The prices of the price reference 

period appear in the denominators of the price relatives, or price ratios, 

used to calculate the index.  

(ii) Weight reference period– the period for which the gross value of output 

of items is available which help assign the relative importance to items 

i.e. weights in the index. 

(iii) Index reference period– the period for which the value of the index is 

set equal to 100. 

For the Wholesale Price Index (WPI), the price reference period, weight reference 

period, and index reference period are all taken to be the same. 

2.2 Selection of the Base Year 

The selection of a base year for a price index is usually governed by the following 

considerations- 

i) The base year should be a normal year, i.e. a period devoid of abrupt price 

fluctuations, free from natural calamities like flood, war, drought etc. 

ii) Reliable price data should be available for the selected base year.  

iii) The base year should be as recent as possible, so that by the time the revised 

series is released, it has not outlived its utility.  

In this regard, the International Labour Organization (ILO) recommended that 

generally, a year during which the enquiry is conducted or a period not very 

distant from survey period for which reliable price data are available should be 

adopted as the base year. 
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2.3 Consistency of WPI Base Year with the Base Year of National Accounts 

It is better to have a common base year for all the indices constructed by the 

Government of India but, for one reason or the other, it has not been so in practice. 

For example, the Base Year of existing series of CPI is 2024 whereas that for 

National Accounts, it is 2022-23. As the WPI is primarily used as a deflator for 

computing Gross Domestic Product (GDP) at constant price, the base year selected 

for the National Accounts is normally taken as the base year of WPI. 

2.4 Base Year for WPI/PPI/ Service PPI 

2.4.1 Since FY 2022-23 was a normal year in terms of both domestic and 

external factors, and the results of major surveys used in the compilation of 

national income are also available for this year, the Advisory Committee for 

National Accounts Statistics (ACNAS) recommended FY 2022-23 as a suitable 

choice for the Base Year of the next series of National Accounts. Based on the 

recommendations of ACNAS, MoSPI decided to update the base year for 

compilation of National Accounts Statistics (NAS) from 2011-12 to 2022-23. 

Accordingly, the base year for WPI/PPI/Service PPI is also being revised to 2022-

23.  

2.4.2 The weight reference year, price reference year, and index reference 

year for WPI/Output PPI/Input PPI/Service PPI shall be 2022–23, except for the 

Air Passenger Service Price Index, where the price reference year and index 

reference year shall be 2025–26, while the weight reference period shall be 2022–

23. This decision has been taken in view of the challenges faced in gathering 

backlog price data for Air Passenger Services during the period FY 2022–23 to FY 

2024–25. This is in line with the practice followed by the Singapore Department of 

Statistics in compiling the Services Producer Price Indices, where the weight 

reference period and the price reference period are different. 

*****  
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CHAPTER 03: ITEM BASKET AND WEIGHTING DIAGRAM  

3.1 Introduction 

3.1.1 The Wholesale Price Index (WPI) or Producer Price Index (PPI) is 

compiled using Laspeyres price index formula which is written as follow: 

𝐿𝑒𝑡 I𝑡 =  Price Index at the time period t;                   

 Pit = Price of item 𝑖 in the 𝐜𝐮𝐫𝐫𝐞𝐧𝐭  𝐩𝐞𝐫𝐢𝐨𝐝 (𝐭);   

        Pi0 = Price of item 𝑖 in the 𝐛𝐚𝐬𝐞 𝐲𝐞𝐚𝐫; 

        Qi0 = Quantity of item 𝑖 in the 𝐛𝐚𝐬𝐞 𝐲𝐞𝐚𝐫  

𝐼𝑡 =
∑ 𝑃𝑖𝑡𝑄𝑖0𝑛

𝑖=1

∑ 𝑃𝑖0𝑄𝑖0𝑛
𝑖=1

× 100 

=
∑

𝑃𝑖𝑡

𝑃𝑖0
𝑛
𝑖=1 ∗ 𝑃𝑖0𝑄𝑖0

∑ 𝑃𝑖0𝑄𝑖0𝑛
𝑖=1

× 100 

∑ 𝑤𝑖0

𝑛

𝑖=1

𝑃𝑖𝑡

𝑃𝑖0
× 100 

𝑤ℎ𝑒𝑟𝑒 𝑤𝑖0 =
𝑃𝑖0𝑄𝑖0

∑ 𝑃𝑖0𝑄𝑖0𝑛
𝑖=1

… … … . (1) 

= ∑ 𝑤𝑖0 × 𝐼𝑖𝑡

𝑛

𝑖=1

 

𝑤ℎ𝑒𝑟𝑒 𝐼𝑖𝑡 =
𝑃𝑖𝑡

𝑃𝑖𝑜
 𝑖. 𝑒. 𝑖𝑡𝑒𝑚𝑠 𝑜𝑟 𝑒𝑙𝑒𝑚𝑒𝑡𝑎𝑟𝑦 𝑖𝑛𝑑𝑒𝑥 𝑜𝑓 𝑖𝑡ℎ 𝑖𝑡𝑒𝑚 𝑖𝑛 𝑡𝑖𝑚𝑒 𝑝𝑒𝑟𝑖𝑜𝑑 𝑡 

3.1.2 Thus, a price index is a weighted average of item indices. From the above 

formula, it may be seen that item-wise weight is an important component of the 

Price Index. It represents the relative importance of each item in the basket of 

Price Index. The weight determines the impact that a price change of a particular 

commodity will have on the overall index. 

3.1.3 From the formula (1), it is obvious that the weight of an item is the share 

of the value of that item in the total value of the basket. The value should use that 
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type of price, which is used for monthly/quarterly index calculation (as per the 

type of the Price Index). Although adjustments are sometimes made to meet 

specific requirements, these should be avoided as far as possible. 

3.1.4 Selection of items for the basket of a Price Index and preparation of 

Weighting Diagram move together. The item basket should be of optimum size. On 

one hand, too large size of basket may lead to reluctancy on the part of price 

reporting units/establishments; on the other hand, small size of basket would 

compromise on completeness. Therefore, a concept of representativeness is used 

to decide the optimum size of the basket. Under this concept, a benchmark cut-off 

is used to decide the size and then respective shares of values are assigned as 

weights. 

3.2 Approach for Weighting Diagram 

3.2.1 In the WPI series with base year 2011–12, the weight of an item 

represents its share in the total value of output transacted in the economy, with an 

adjustment for traded value i.e., the Net Traded Value (NTV). The NTV 

methodology assigns weights to commodities by considering both domestic 

production and trade (imports and exports). 

3.2.2 The existing approach was reviewed by Sub-Group on Analytical and 

Dissemination Issues, taking into account its inherent limitations and the changing 

requirements of the statistical system. The NTV approach accounts for availability 

of product in the domestic market for sale. Goods imported in large 

quantity/volume may have higher weight even if its domestic production is less. 

On the other hand, goods produced in large quantity/volume may have low weight 

if its significant portion of output is exported. Furthermore, there are significant 

challenges in obtaining item-level trade data. Data on exports and imports for 

multiple products were compiled using the relevant Harmonized System of 

Nomenclature (HSN) codes at the 2, 4, 6, and 8-digit levels. However, several issues 

arose in using these datasets, particularly in mapping WPI items across different 
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HSN codes, especially where item-level data are directly sourced from HSN 

classifications. The analysis indicates that one-to-many and many-to-one 

mappings between WPI items and HSN codes may lead to overestimation or 

underestimation of export and import values for specific WPI items, thereby 

affecting the accuracy of the NTV. 

3.2.3 The Sub-Group, therefore, suggested to construct the weighting diagram 

on the basis of Gross Value of output (GVO) as estimated in the National Account 

Statistics (NAS). The output values at current prices for the year 2022-23, available 

at appropriate disaggregation level, have been taken from NAS provided by 

Ministry of Statistics and Programme Implementation (MoSPI).  

3.2.4 There are two approaches to prepare the weighting diagram of WPI 

basket as given below: 

(i) Top-down approach 

(ii) Bottom-up approach 

3.2.5 In the top-down approach, weights are first compiled at the group/sub-

group or aggregate level and are then disaggregated/split into granular level i.e. 

item level. This approach is preferred when the list of items is very long; in such 

cases, a cut-off benchmark for weights is used to determine the optimum size of 

the basket. On the other hand, in the bottom-up approach, the list of items is not 

long and the respective values are available for preparation of weighting diagram. 

It has been practiced to follow the top-down approach for preparation of 

weighting diagram of WPI. The same approach was recommended to continue for 

preparation of weighting diagram of WPI / PPI items. The only difference in WPI 

(2022-23) is that the weight is suggested to be prepared using Gross value of 

Output (GVO) instead of Net Trade Value (NTV). 

3.2.6 The estimates of GVO were not available in some cases at the desired 

level of disaggregation from National Account Statistics (NAS); therefore, 

additional sources—such as information from the concerned administrative 
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Ministries/agencies and survey data like ASI etc. were recommended for use in 

splitting the respective group/sub-group weights to arrive at item-wise weights. 

3.2.7 The Sub-Groups constituted to examine different sectors of WPI/PPI 

suggested different data sources for GVO at the desired level of disaggregation to 

prepare the aforementioned splitting ratios. The concerned Sub-Group also 

suggested applying specific treatment to certain exceptional items/cases. 

3.3 Selection of Items in the Basket of WPI 

3.3.1 It was recommended that the standard procedures of item selection may 

be followed in the proposed series. In major groups - Primary Articles, and Fuel & 

Power- items are selected mainly based on relevance and the recommendations of 

the concerned Sub-Groups. However, Manufacturing items are selected based on 

the top 80% contribution to Value of Output in respective NIC-3-digit groups from 

ASI 2022-23 survey data. 

3.4  Additional Benchmark Criteria for selection of items 

3.4.1 During consultations with stakeholders, including Industry Associations 

and Ministries/Departments, suggestions were received to include additional 

items in the manufactured item basket of the WPI. Considering that the number of 

items in the manufacturing list, selected using the standard procedure mentioned 

in para 3.3.1 above, was already significantly large, it was decided that an 

additional benchmark criterion may be developed for inclusion of items proposed 

during the consultations. The said benchmark criterion was developed as per the 

following procedure:  

Step1: Items, having minimum weight/share in value of output in each NIC-3-

digit class of Manufacturing sector (as per standard procedure), were identified. 

Step 2: There were 65 NIC-3-digit classes, therefore, there were 65 items having 

minimum weights. 
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Step 3: Mode of these 65 minimum weights were taken, since Mode reflects the 

most frequently occurring minimum share/weight across NIC-3-digit groups of 

Manufacturing sector.  

Step 4: The aforementioned Mode was found as 0.01, which was fixed as an 

additional benchmark criterion.  

3.4.2 The WG decided that additional items proposed by stakeholders (which 

could not meet the standard criteria of top 80% contribution in the value of 

output) may be included in the selected item list if it has a share of 0.01% or more 

in the value of output of overall basket. However, some items may be included in 

WPI Basket 2022-23 despite not qualifying the discussed benchmark, in 

exceptional cases, due to the conscious decisions taken by concerned Sub-Groups. 

3.4.3 The WG advised that items like molasses, bagasse etc. which are not 

transacted by organized sector factories in the market may not be included.  

3.5 Weights for WPI Items 

3.5.1 The three major groups of the commodity basket are further divided 

into various sub-groups: (i) The Primary Articles Group is divided into 3 sub-

groups: A. Food Articles; B. Non-Food Articles; and C. Minerals; (ii) Fuel and Power 

group is divided into 4 sub-groups: A. Coal; B. Mineral Oils; C. Electricity; and D. 

Crude Petroleum& Natural Gas; (iii) Manufactured Products are divided into 22 

sub-groups.  

The Weighting diagram of WPI for the three major groups is broadly explained 

below: 

(i) Primary Articles 

3.5.2 The Earlier Working Group for WPI Base year revision (2011-12) had 

decided to calculate the weight of agricultural items (Food articles and non-food 

articles) in the commodity basket based on Gross Value of Output (GVO) adjusted 

for Marketable Surplus Ratios (MSRs).  During a Sub-Group meeting on 

Agricultural commodities, it was decided not to consider MSRs in new WPI Series 
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(2022-23) for the derivation of weights due to the non-availability of MSRs for 

most agricultural and horticultural commodities since 2014–15. 

3.5.3 For some items, Value of Output was not directly available in NAS 

database such as Coconut (fresh), Copra (coconut), Ginger (fresh), Ginger (dry), 

Rose, Jasmine, Marigold, Coir Fibre and Cotton Seed. The Sub-group on 

Agricultural Commodities recommended to work out the value of output of these 

existing items indirectly. The value of output of ‘Dry Ginger’ from NAS be split in 

proportion of WPI 2011-12 weights between Ginger (dry) and Ginger (fresh). 

Similarly, value of output of ‘Coconut’ from NAS be split in proportion of WPI 2011-

12 weights between Coconut (fresh) and Copra (coconut). In addition, NAS Value 

of Output for ‘Floriculture’ 2022-23 be split in proportion of WPI 2011-12 weights 

between Rose, Jasmine and Marigold. Regarding Coir Fibre, data on value of output 

was received from Coir Board, whereas, the value of Cotton Seed has been derived 

from Annual Survey of Industries (ASI) 2022-23.  

3.5.4 For Minerals sector, Indian Bureau of Mines and Indian Rare Earth India 

Limited (IREL), provided the Value of Output data for 2022-23, proportions of 

which has been used on NAS values at the aggregated level to derive item-wise 

weight of this sector  

(ii) Fuel & Power Group 

3.5.5 The Fuel & Power Group has four (04) subgroups: 1. Coal, 2. Mineral Oils, 

3. Electricity, and 4. Crude Petroleum and Natural Gas (shifting of Crude Petroleum 

and Natural Gas from ‘Primary Articles’ to the ‘Fuel & Power’ group is owing to the 

decision of the Sub-Group on Mining, Fuel & Power as it would consolidate the Oil 

& Gas sector and the broader primary energy sector under a single structured 

group ‘Fuel & Power’, within the WPI framework).  

3.5.6 The weighting structure for the ‘Coal’ category under the ‘Fuel & Power’ 

major group is derived from the Gross Value of Output (GVO) of Coal at current 

price taken from the NAS for the base year 2022–23. 
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3.5.7 The weight allocations for Coking Coal, Non-Coking Coal, and Lignite are 

derived by first computing their proportionate shares based on production value 

data provided by the Ministry of Coal, Government of India. These shares are then 

applied to the total coal output value reported in the National Accounts Statistics 

(NAS) to determine the respective weights. 

3.5.8 Non-Coking Coal has been further categorized into three sub-groups 

based on Gross Calorific Value (GCV). To assign weightages to these sub-items, the 

proportionate share of each category—G1 to G6, G7 to G14, and G15 to G17—was 

calculated using grade-wise production data (G1 to G17) provided by the Ministry 

of Coal. 

3.5.9 The weighting structure of Mineral Oils under the Fuel & Power major 

has been derived from the Gross Value of Output (GVO) of Mineral Oils at current 

price taken from the NAS for the base year 2022–23. Based on the output value 

data provided by the Ministry of Petroleum and Natural Gas (MoPNG), the 

proportionate shares of individual mineral oils were estimated. These shares were 

then applied to the aggregate output values of Mineral Oils reported in NAS to 

derive the respective weight allocations.  

3.5.10 The weighting structure of ‘Crude Petroleum & Natural Gas’ under the 

‘Fuel & Power’ major has been derived from the Gross Value of Output (GVO) of 

Petroleum & Natural Gas at current price taken from the NAS for the base year 

2022–23. Based on the production value data provided by the Ministry of 

Petroleum and Natural Gas, Government of India, the proportionate shares of 

Crude Petroleum and Natural Gas were computed. These proportionate shares 

were then applied to the total value of Petroleum & Natural Gas output as reported 

in NAS to derive the respective weight allocations. 

3.5.11 The weighting structure for the ‘Electricity’ category under the ‘Fuel & 

Power’ major group has been derived from the Gross Value of Output (GVO) of 

electricity at current price taken from the NAS for the base year 2022–23. The total 
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