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2:5-4. Link Relative Method. This method, also known as Pearson’s method, is based
n averaging the link relatives. Link relative is the value of one season expressed as a
ercentage of the value of the preceding season. Here, the word ‘season’ refers to time period;

it would mean month for monthly data, quarter for quarterly data, etc. Thus, for monthly
data :

Current month’s value
Previous month’s value 100 ...(2-40)

The steps involved in this method may be summed up as follows :
(£) Convert the original data into link relatives (L.R.) by the formula in (2-40).

(1) As in the case of ‘ratio to trend’ method, average the link relatives for each month
(quarter) of the data are monthly (quarterly). Mean or median may be used for
averaging. ’

(iii) Convert the average (Mean or Medan) link relatives into chain relatives on the base

of the first season. Chain relative (C.R.) for any season is obtained on multiplying
the link relative of that season by the chain relative of the preceding season and

dividing by 100, i.e.,

Link relative for any month =



2.50 FUNDAMENTALE OF APPLIED ule”
|

(LR of that season) (R of precoding season)
CR e any season = 1O (240,

CROfor flvat season (8 talen an 100
Thus for monthly data, the chatn relative far fivat season (month), de (i Jnnwary
taken to be 100
LA of Peb < C R obdan - 4
CR tor February = L0 “ LR ol Feb GO odan gy,

LR of Maroh < ¢ R tor Feb
C R tor Mareh - 00

. LR of Do K tor Nov
C R Otor Decombor =
100

Now, by taking thin Docember value an o bane, 0 now chain relative for January can 1
obtained an
LR obdanuary < C R for Decombo

100)

Uwnally, thin will not be 100 due (o trend and so we have (o ndjuat the chain rolatives (o
trend

Ge) Thie adjustment tn done by aubateaoting a ‘correction factor' from sach ohiain relative
I we write

New C' R for Jnnuary - T

| \
o = leuvmuI (Now) C' R for January Imll (44l

then, assuming linear trend, the correction factor for Fobruary, Marel, ., Decomber s
2d, 11 renpectively

() Finally, adjuat the corrected chaln relatives to total 1,200 by exprossing the corrected
chain relativen an percentages of their arithmetle mean. The resultant givon the adjusted
monthly indicea of pennonal variations

Merits and Demerita, (1) Thoe link relatives avernged Logether contain both the trend
and cyclic componenta Although the trend in nabroquently eliminated by applying correction,
the method in effective only if the growth s of conntant nmount or constant rate. 4o i the
assumption of linear trond in valid,

() Though not wo wimple as the moving average moethod, or wo roadily adaptable as
others to the conatruction of wome or more complox Lypen of neanonal movements. the aetual
computationn of the link relative mothod are much lows extennive

(1) Thin method utilines data more complotely than moving average method as there i
los of only one link relative, L.e,, for the firat seakon, while I ease of moving average method,
wo are deprived of some of the values (trond and sensonnl) in the beginning and at the end

| v |



Example 2-19. Compute the seasonal
indices by the ‘Link Relatives’ method for
the adjoining data relating to the average
quarterly prices (Rs. per kg.) of a
commodity for five years :

%
Quarter

1996

1997 1998 1999 2000
74 30 35 31 31 34
I 26 28 29 31 36
111 22 22 28 25 26 'u|
v 36 36 32 35 33 |
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