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One of the

Abstract

most important'problems in developing

a system of price statistics is to construct the price index.

The problem is aggravated €specially in a case where specifica-

tions often occurs, and its effects can obviously be seen from

the changes in price
with such changes is
level or give a base
product. It must bé

latter method may be

levels. The general practice in dealing

to frace back the record of the price

price level of 100 ,to the newly-differentiated
admitted, however, that the result of the

misleading.

The purpose of this thesis is to try to find a

functional relationship between the price level and the speci-

fications of products.’ |The (tools used ‘are regression and

correlation. In ‘order to be able to compare the ways and means

that are being tried

constructing a price

to obtain the soluti'on ‘to 'the problem of

index, this analysis will be supported by

the construction of a price index which also recognizes product

differentiation and/ or changes in some of the itemized products



in the table, The results obtained from using both methods in
constructing the price indices point out that the price-tracing
method can only be used in a case where goods with changes in
its specifications are goods that have already been produced

in the past, But with the help of the regression and correlation
method we can construct the price index regardless whether the
goods have previously been produced or not. Another important
point to make is the time pericd concerned. If the price-
tracing method involves+a very long period of time, then the
result will be extremely doubtful, 'Thié is because there may
not be a correct and reliable recording of all price changes
that happen over the time. /And finally, it wild not then be
possible to use the previously computed pfice index in any

analysis; or if it has been used it may need to be revised.
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