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make these figures intelligible and understandable. With the help of statistical methods it is
possible to understand the whole thing in a short time and in a better way. In the words of
W. I. King, “It is for the purpose of simplifying these unwieldy masses of facts that statistical
science is useful. It reduces them to numerical totals or averages which may be abstractly
handled like any other mere numbers. It draws pictures and diagrams to illustrate general
tendencies and thus in many ways adapts these groups of ideas to the capacity of our intellects.”

2. To Provide Comparative Study : The science of statistics does not merely mean
counting but also comparison. Comparison in quantitative terms is easy. Boddington states
that, “The object of statistics is to enable comparison to be made between past and present
results with a view to ascertaining the reasons for changes which have taken place and the
effect of such changes in the future.” Dr. A. L. Bowley observes, “A chief practical use of statistics
is to show relative importance, the very thing which an individual is likely to misjudge.
Statistics are almost always comparative.” Hence the chief function of statistics is comparison.
Statistical devices like averages, ratios, percentages, rates, coefficients, standard error, etc.,
offers the best way of comparison between two phenomena.

3. To Study Relationship Between Different Facts : Another function performed by
statistics is to investigate relationship between two or more phenomena. The relationship
existing between demand and supply, money-supply and price-level, rainfall and agricultural
production can best be measured with the help of statistical methods. Statistics also helps in
finding out the association between two or more attributes.

4. To Enlarge Individual Knowledge and Experience : In the words of Whipple,
“Statistics enables one to enlarge his horizon.” Dr. A. L. Bowley also observes that, “The proper
function of statistics, indeed, is to enlarge individual, experience.” Knowledge becomes precise
and easy to understand with the help of statistical techniques. Statistics is such a master key
that it solves problems of mankind in every field. Many fields of knowledge would have ever
remained closed to mankind, but for the efficient and useful technique and methodology of the
science of statistics. Statistics sharpens the faculty of rational thinking and reasoning and helps
in propounding new theories and concepts; because, “a statistical estimate may be goed or bad,
accurate or reverse, but in almost all cases it is likely to be more accurate than a casual
observer’s impression, and in the nature of things, can only be disproved by statistical methods.”
(A. L. Bowley)

5. To Formulate Policies in Different Fields : Statistics helps in formulating policies
in different fields, specially in social, economic and business fields. Various laws have also been
developed on the basis of statistics; for example, Malthus’ Theory of Population and Engels’
Law of Family Expenditure are due to the statistics collected by these two noted economists.

IMPORTANCE OF STATISTICS

The application of statistical techniques is so widespread, and the influence of statistics on
our lives and habits so great that the importance of statistics can hardly be ove_r-e_mphamsed.
In fact, the age of statistics is upon use and the present culture has become statistical culture.
Without statistics much of the machinery of modern life will grind slowly. M. J. Moroney writes,
“Whoever you are, if your work calls for interpretation of data, you may be able to do without
statistics, but you wont’s do so well.” Without understgndmg the meaning of various statistical
methods like average, dispersion, correlation, charting etc., it is impossible to understand
Psychology, Sociology, Economics, Finance and Physical Sciences even at their elemilcllstal"y
states. Even those persons who have knowledge of statistics employ statistical meth thm
day-to-day decisions. When a person wishes to purchase a radio or a machine, he Studles'd e
price lists of various companies for making a choice. What he really aims at is to have an (:111 ea
about the range within which the prices vary. When a farmer wishes to have alp:l}-n thil’;
quantity of rains in a particular season for good harvest, he has an 1d¢?a of the cprge ation ot
exists between rainfall and crop yield. A labourer may not know any thing about index num
but he can tell the fluctuations in the prices in terms of percfmtages or proportxop;:. e

How far the science of statistics has affected our culture, 1s apparent from thehatc}ger :heair
every stage our actions are guided by it. The parents of a newborn baby enq?n‘e r:m(Ie e
child is growing at the ‘normal’ rate or not. Think from where the concept of no
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té:att}il:tlircalmmds. How the r}ormal has been determined. The data collected with the help 3
methods determine the level of normal growth of a child. People expect to be able:: |

buy clothing and shoes accurately sized for children of various ages. But how coulq
manufacturer get the information which makes such sizing possible, unless measurements hé: ,
been made and statistically analysed for large numbers of children at each age level. Pep), |
?ake insurance policies. The whole business of insurance rests on statistical facts. That is why
it has been remarked that, “Statistics affects everybody and touches life at many points>»
(ﬂgpgtt). W. M. Harper observes, “Increasingly, figures have become the basis of rationa)
(_lemsmns, and events are proving that these decisions based on figures give better results.” It
is due to statistics, that many fields have progressed in the past and are still progressing. With
the help of statistical methods human activities in the field of Economics, Sociology and Politicg

can be studied.
IMPORTANCE OF STATISTICS IN ECONOMICS

Statistical data are a powerful aid in economic analysis. Prof. A Marshall, the renowr'xed
economist, observed that, “Statistics are the straw out of which I, hke every other econonyst,
have to make bricks.” The study of every economic problem requires the use of statistical
methods. Statistical methods are the tools and appliances of an economist’s laboratory.
Statistical methods constitute ‘tools’ which are taken out of the tool-box and gsed, just as a
doctor uses stethoscope for diagnosis of a patient. Economists have been examining economic
behaviour in new relations and contexts in an effort to throw added light on the complexities
of modern economic organisation and to test hypothesis derived from theory. Statistical data
and methods of statistical analysis render valuable assistance in the proper understanding of
the economic problems and formulation of economic policies. Economic problems almost always

involve facts that are capable of being expressed numerically. In every branch of economics,

statistics is indispensable. Statistics of consumption enable us to find out the way in which

people of the different classes of society spend their incomes. Such statistics are very helpful
for knowing the standard of living and the taxable capacity of the people. The Law of Demand
and the Elasticity of Demand are based on inductive reasoning. Under inductive reasoning,
general laws are propounded by studying data about a particular phenomenon. It is the function
of a statistician to collect data and from those data laws are derived by economists.

Statistics of production help us to adjust the supply according to demand. Such statistics
are the measures of productivity of a country. Productivity of different facts of production can
be gauged and compared. We can measure our progress year after year. Census of production
has become an outstanding feature of every nation. Such statistics are a store-house of valuable
information. In the field of exchange we study markets, laws of prices based on supply and
demand, cost of production, etc. A systematic study of all these facts cannot be made without
statistics. What price should a monopolist charge in order to reap the maximum profit ? What
shall be the price of a particular commodity if its supply is increased or decreased ? All such
questions can best be answered with the help of statistics. Statistics are the foundation stone
of the theory of exchange. In distribution too, statistics play a vital role. With the help of

o3 . : : : po
statistics, the ngtmnal wealth of the country is estimated and its distribution among the people
of the oounli):fy is t;bll)lmti; o:t.tEglui:l;able distribution of national income and wealt‘.hg is Z.npgt}fer
serious problem e best studied statisti : : s i
Econom?cs and Statistics. cally. Thus, we find that there is a kinship between

Since the publication of the General Theo
: , ry of Employment, I

J. M. Keyr;.es in 1.936 and the preparation of the national in(?g,me ace ﬁtrf{se Sihand hMo;}z)gan
ssfarp zéewvgl of interest in attem;_)t to give numerical magnitude to C%rtai ’ ‘?:'iealas e
:hee;re g in t}leory such as the investment multiplier, to test by Statist‘n aﬁn cal pro o
. ypo I::ils in theory and by the use of numerical data to discover the 1c tem?afptsh somwer

w2 R e:ﬁgr‘;otg:n:;?"t‘fmy not previously examined. There has becion]:e thfew ter::d 0
problems of the day, Médern econ mmimthemamgn‘-mn gd applied statistics to solve various econoni®
this effort, use of statistics and BEZtisticalml.:eihod to make economics as an exact science. 12
observe, “Economists today are no longer content :omthneloe;'lzt:t;r. l';Vst;-‘L Spurr and C. P. Bl

abstract term, citing stati
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only as needed to i :
: avaﬂlabl &her Volld :“;;;?3 :_helr arguments, Instend, they utilise the excellent data
R istical mothiods Whoutai a{:tual fogndatmn for their reasoning.” The impuwement:"‘iw
' in economics. Since then eco close of nineteenth century mark the real inception of statisti -
,  atiotive'as AutiiEmEE Hs&mlcms being recognised as the Science of Human Welfaresalr(ig
B o ocmetric thodsls ink i m: elfarp. Devplopmunt of Economic- Statistical methods like
[ brought a fandamental chan pu analysis, social accounting, cost-benefit analysis, ete., have
3  sS A tog:nm the pl.ace of statistics in economics, vy
.[ 1o indicates Hdek aibad whiche.cto!\omxc problem not only leads to its correct description but
I" 0 atical ApIARIPR T it is to b‘e tackled. Hence, in all types of economic problems
ot of Paliiid ety ial and statistical analysis is useful. To quote Dr. Bowley, “No
[ tos vnothod SEatRbiSY 1r:nn¥> ;al} pl;ie_tend to know complete equipment unless h'e in mas;;sr of
e e’v T 8 its difficulties, can see where accurate figures are possible, can
B ey plack ot Uit t:;:e and has an ”almost instinctive perception of the reliance 'that
R coiclusin SonobivAg OdglV9n to him, And, “No economist would|attempt to arrive at a
B o e date " (B B prb uction or distribution of wealth without 4n exhaustive study of
. Oliver Vendell .Holr:nes. rerggrle(;%).ﬂlzl;)t? ?‘I’}lﬁ’eﬁl))li;!:l? r1)0‘::,1 o iy gt £ 44 0
but the man of the future is the man ,of Statistics aendegh[:?a;nbg cﬁ'eEmmrc:so’f o

IMP r
P o e Gl b RRERTT
i Planning cannot be imagined without statistics. Statistics i? ’t‘r‘::ba:: ?J - thlhn'kh‘uf statlstms.f
planning is based. In drawing plans, in executing them and evaluatiﬁo nt}?e :Ch_structurt of
plans, at every step, dependence on statistics is inevitable. Economic plar?ni is nﬁ f’mznd:d
essential for the proper and systematic development of a country Econonrgnic 1ann&::g 1'haus
assumed a special importance in the under-developed countries. Economic plan‘:ﬁng z:gms at
proper exploitation of the national resources, both men and material, g0 as to raise the standard
of living of the people. Before framing a plan we have to know-—whét is our present production
capacity ? What are our requirements ? What are the resources that can be exploited 7 What
is the trend of our population ? These questions can not be answered without proper statistics.
If planning is adopted for solving some special problems, then we too have to know the extent
of the problem. Without statistics, economic planning will be a planning in the dark. In India,
while planning for the economic development of the country, plan-framers have made use of
the statistical material available in the country. Lack and inaccuracy of statistical data are
responsible for many drawbacks and inaccuracies in our plans. Statistics are used in economic
planning for the following purposes : . _

(1) To know the stage of economic development in our country as compared to other
countries, statistics are of great help. The problems like over-population, unemployment, lack
of industrialisation, low rate of capital formation, etc., which are the chz_iracteristics of
undeveloped and under-developed countries can be fully understood only with the help of
statistical facts. e

(2) Statistical language is essential to understqnd the effect of determining factors of
economic development in the past, what psychological and sociological factors need to be
developed for economic progress, how far we have progressed in the technical field, what is the
level of productivity and such other questions. _

(3) It is necessary to determine priorities in different sectors for development. This can be
done by examining the structure and importance of production, consumption, exchange and
distribution sectors of the economy: For determining priorities, statistical methodology 18
essential. ; e

el e planing is done fo achieve predetermine? S iy i
to be expressed in quantitative termé Financial planning 18 2 part %namm‘}”m‘ge%:}“me .
Financial resoures are mobilised through taxation, public savings, deficit et sfulll ss“-;;
etc. Planning and budgeting are integrated. All these functions can be done successfully Wi
the help of statistics. ) sz

(5) Evaluation of the success of a plan is also done with statistics.
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