BB202 BUSINESS MATHEMATICS 

TUTORIAL 1
COMPOSITE INDEX NUMBER

Q1

A housewife made a cake using the following receipe:

Components

Cost (2007)

Cost (2008)

Mass (g)




(per kg)

(per kg)

Sugar


RM 0.40

RM 0.50

200

Egg


RM 0.50

RM 0.50

200

Margarine

RM 0.80

RM 0.70

100

Flour 


RM 0.40

RM 0.38

600

Is the cost of making the cake in the year 2008 higher or lower compared to the year 2007? What is the difference? Use weighted aggregate price index in your calculation.

Q2

A company produces three products and sells them in the market. The quantity of productions in three years are given below:






Quantity (000 units)

Items


2005

2006

2007
A


25

26

24

B


30

31

32

C


19

18

18

The unit selling prices of the three products have been relatively stable throughout the three years. They are RM 20, RM 19 and RM 25 respectively.

Considering that unit selling price affects the quantity sold significantly, the management may want to include unit selling price in quantity index calculation.

(a)
Find the simple aggregate quantity (production) index for the year of 2007 using base year of 2006.

(b)
Find the weighted aggregate quantity (production) index for the year of 2007 using base year of 2006. Are there huge differences in answers part (a) and part (b)?

(c)
Find the weighted aggregate quantity (production) index for the year of 2007 using base year of 2005.

Q3
The table below shows the price (per kg) of three commodities for the year of

2007 and 2008 for company Ho:

Items

2007

2008

Quantity sold (000 kg)

Cocoa

5.80

6.20

20

Tea

2.00

2.30

22

Coffee

2.50

3.30

19

(a) Find the simple aggregate price index of the commodity in the year of 

2008 using based year of 2007.

(b)
Find the weighted aggregate price index of the commodity in the year of 2008 using based year of 2007.

Company Jasmine, the competitor of company Ho, is more interested in finding the quantity index of their sales. Their unit kg price is relatively stable across the years. Information is given below:



Quantity sold (000 kg)

Items

2007

2008

Unit kg price (RM)

Cocoa

18

21

5.50

Tea

20

22

2.50

Coffee

22

25

2.30

(c) Find the simple aggregate quantity index of the commodity in the year 
of 2008 using based year of 2007.

(d)
Find the weighted aggregate quantity index of the commodity in the year of 2008 using based year of 2007.


Q4

The table below shows five types of daily food consumption of a family in 2007 and 2008:


Food

Price (RM per Kg)


Quantity (Kg)




2007

2008


2007

2008

Rice

1.20

1.23


2.5

2.2

Vegetable
1.80

1.85


2.0

2.2

Meat

6.00

6.20


1.2

0.9

Fish

8.00

9.50


2.0

2.0

(a)
Find the Paasche price index for the daily food consumption in 2008 using 2007 as base year.


(b)
Find the Laspeyres quantity index for the daily food consumption in 2008 using 2007 as base year.

Q5


The table below shows the data of the requirement of home product in a typical home over the last ten years:


Product

Price (RM)


Quantity (units)

1998

2008

1998

2008

TV


900

700

1

2


DVD player

800

189

1

2

Radio


280

249

1

1

(a)
Find the Paasche price index for the cost of entertainment of a typical home in 2008 using 1998 as base year.


(b)
Find the Laspeyres price index for the cost of entertainment of a typical home in 2008 using 1998 as base year.

(c)
There seems to be some differences between part (a) and part (b). What conclusion can be drawn regarding the price index?
