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International Institute for     
Technology and Management         

                                            

Tutoring Sheet #2 
 
 Unit 76        :       Management Mathematics  

1. a. The following table shows the prices per unit of three 
commodities in 1995 and 2000 and the total value of purchases   
in those years :  

      
Commodity  Purchases Prices 
   1995                  2000   1995                2000 

X     9                        15     24                   20 
Y    16                        40     16                   20 
Z    18                      13.5     10                   15 

 
Calculate (a) Laspeyre’s and (b) Paasche’s indices for the prices. 

    
         b. Briefly discuss the differences between Relative and  
             Aggregate indices. 

2.  a. Briefly discuss the difficulties in creating a suitable inflation 
          type index to determine the changing cost of living for  
          a population of a country.  
 
      b. A company wishes to know if sales in real terms have 
increased in the five years period 2000 – 2005.They would like to 
know if stock levels of their items were justified by the sales 
figures. Total sales for 2000 and 2005 were $ 600 000 and  

$ 120 000 respectively. 
     
      Stock Holdings 
    Year              2000                                   2005                
    Items Number             Value$ Number             Value$ 

A 200                   20 000 150                   30 000 
B 350                   40 000 450                   90 000 
C 70                     21 000 100                   45 000  
D 30                     15 000   45                     30 000 

  
(a.) Construct a weighted index of the price increases, 2005  
          against 2000, for the four items of stock together. 

      
     (b.) Calculate using the above index the percentage change of 
            sales in real terms. 
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3. Every month a company purchases four items in the typical  

Item Unit Weight Price per Unit  
   June July August 

A Kg 240 45 46 48 
B Kg 100 60 61 62 
C Liters 120 80 70 66 
D Thousands 200 120 130 140 

Quantities and at the prices shown in the following table: 
 

        Using June as a base, find for July and August: 
a.) The simple aggregate price index. 
b.) The weighted aggregate price index. 
c.) If in September of the same year commodities A and  

B are expected to increase by 1% per kg and the price  
of commodity D to increase by 10% per thousand. 
How much must the cost per Liter of C decrease in  
Order that the weighted aggregate price index for  
September remains the same as for August? 
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