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Abstract— Controlling the market price of basic consumer 

goods or commodities is the primary objective of the 

governments all over the world. However the price hikes of 

the essential commodities capture the headlines of the 

national dailies and TVs almost every day. The poor general 

mass suffers the most due to these price hikes. Besides, it 

also hinders the growth and development of the country. 

Ultimately the goal of a welfare state is to control the prices 

of necessary commodities. Hence using price indices of the 

basic commodities, one could trace the inflation and 

deflation of prices of basic commodities and identify the 

reasons behind them and take steps for controlling the 

commodity price. 

Key words: Commodity Price Index, Consumer Price 

Analysis, Index Numbers 

I. INTRODUCTION 

The question “What is the effect of price hike of basic 

commodities?” isn’t even answerable without describing 

which commodity’s price is being increased and specifying 

the mechanism for the increase in price. This can be done 

using simple price indices. Simple price index is a 

percentage ratio that represents a comparison for a single 

commodity. It measures the general changes in prices of 

commodities. Using these Price indices we can visualize the 

inflation and deflation of a particular commodity at a 

particular period which might help the government to 

identify the causes of price hikes and to keep control over 

the price of that commodity. 

II. GOAL 

To analyze the price of consumer goods like cereals, 

vegetable oils and protein meals, meat, beverages, 

agricultural raw materials, textile raw materials and metals. 

III. LITERARY REVIEW 

Price index reflects the change in average prices at retail 

level paid by the consumer for bulk sale of commodities at 

the first stage of transaction.The set of goods that make up 

the index depends on which are considered representative of 

a common consumption basket. Therefore, depending on the 

category and type of raw material,consumption may change 

each year, the index will comprise different goods. Some 

goods might record a drop in prices, whereas others may 

increase, thus the overall value of the price index will 

depend on the weight of each of the goods with respect to 

the whole basket. Annual inflation, refers to the percent 

change of the price index compared to the same quarter of 

the previous year. 

IV. METHODOLOGY 

 
Fig. 1: Process to analyze the price indices of basic 

consumer goods. 

A simple price index number is based on the price 

or quantity of a single commodity. To construct a simple 

index number, we first have to decide on the base period and 

then find the ratio of the value at any subsequent period to 

the value in that base period – the price / quantity relative.  

This ratio is then finally converted to a percentage: 

Index for period i = 
Pi

P0
 * 100 

Where  i = 1, 2, 3, 4…….. 

Pi is the price of commodity during the subsequent period. 

P0 is the price of commodity during the base period 

V. RESULTS 

 
Fig. 2: Plot of the price indices of cereals 

The above graph shows that only the price of wheat 

and barley has faced a price hike whereas the maize and 

wheat has decreased to a good extent. 
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Fig. 3: Plot of the price indices of vegetable oils and protein 

meals 

From the graph it is clear that the price of fishmeal 

has fallen to almost half the price at present when compared 

to the base period. All the other vegetable oils and protein 

meals’ prices have faced a moderate inflation and deflation 

which is not a great issue to the customers. 

 
Fig. 4: Plot of the price indices of meat 

With respect to the price of meat, poultry and 

seafood, the price of salmon has increased exponentially; the 

price of poultry has met with a sudden price hike and the 

price of shrimp has decreased considerably when compared 

to the base period’s price. The remaining prices faced a 

gradual increase and decrease. 

 
Fig. 5: Plot of the price indices of beverages 

The price of tea has faced a sudden inflation and deflation 

and is now stable but the price has increased by almost 30% 

with respect to the base period whereas the price of cocoa 

beans has deflated to a great extent to almost 30%. Robusta 

(coffee) has a moderate fluctuation in its price. 

 
Figure 6: Plot of the price indices of agricultural raw 

materials 

Only the prices of hardwood logs were found to be 

increased. All the other materials have moderate and low 

prices.  

 
Figure 7: Plot of the price indices of textile raw materials 

The price of almost all the textile raw materials has faced a 

price hike last year (2017). 

 
Fig. 8: Plot of the price indices of metals 

The price of zinc and lead has increased to a larger 

amount. Though the price of iron ore has inflated in the 

beginning of 2017 it has again fallen. Also the price of 

uranium and nickel has fallen to a great extent. Other metals 

have moderate prices. 
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VI. CONCLUSION 

Inflation and deflation are the indicators of the country’s 

economic growth. Understanding the rate of inflation and 

deflation of commodity prices is important for decision 

makers to define a monetary policy. It is found that the 

prices of certain necessary goods have faced inflation and 

some have faced deflation, but many goods have moderate 

prices. Hence the government has a good control over the 

commodity prices but have to increase its concentration 

even more to bring the price of the remaining higher or 

lower price commodities also to a moderate price which is 

beneficial for both the consumers and the manufacturers 

because prices being too high affects the consumers whereas 

if the prices are too low it might affect the manufactures. 

Hence it is a great challenge for the government in 

maintaining this balance.   
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