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(ABSTRACT)

An Interindustry Approach to Formulations of

Price Indexes

J. B. Kim*

The Laspeyres formulae currently employed in formulations of the official price
indexes in Korea inevitably causes the calculated price indexes to be affected by
discontinuity arising from the variation of the base year. This fact constitutes an
important defect that the weights used for each of items in the calculation cannot be
objectively evaluated. This paper attempts to establish a theoretical system in which
objective weights may be calculated for a current year in relation to a base year
based on the analysis of interindustrial price impact of a commodity on another
commodities. This system begins with a transformation of value input coefficients of
commodities into quantitative coefficients of the commodities with respect to a base
vear. However, the use of quantitative input coefficients dictates that price change of
a commodity caused by change in production cost can be only accounted and not
the change in price in transaction channels. Accordingly, the most logical framework
may be achieved by the introduction of demand v-v supply relationships into the

interindustry system. A theoretical model is established in this aspect.

*Professor, Korea University, Seoul, Korea.



