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A Study on the Statistical Continuity of Electrical Construction Cost Index Applied
Chain Method

Park, Houng—Hee
“Electrical Industry Research Institute of Korea

Abstract : Electrical construction cost index is composed of the cost of labor and material, The producer price index is used
to the cost of material, The Bank of Korea restructured the formation method and the basic period of the producer price
index in 2013, Because fixed—weighted method can’t faithfully reflect industrial structure changes. The weighted value
and price index of fixed—weighted method is fixed on the basic period, Electrical construction cost index is changed from
fixed—weighted method to chain—weighted method in september 2014, because of these on the need, But the change
of organization in formation method changes the weighted value, So there is the need of analysis about the statistical
continuity of electrical construction cost index, This study is focused on the time series analysis between fixed—weighted
and chain—weighted electrical construction cost index, We uses unit root test, cointegration test, regression analysis
of long and short term equation, fitness for the estimation of static forecast as time series analysis, We verify that
chain—weighted electrical construction cost index can be replaced to fixed—weighted construction cost index accounting
analyses result, So users of it recognize that chain—weighted electrical construction cost index has statistical continuity,

Keywords : Statistical Continuity, Chain—Weighted Method, Fixed—Weighted Method, Electrical Construction Cost Index
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Fig. 1. Comparing chain method with fixed method and construction
cost index?
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Fig. 2. Fixed-weighted and Chain-weighted ECCI
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Table 1. The result of unit root test for ECCI

level 1st difference
Division | Trend & ; Trend &
intercept|. None| intercept | . None
intercept intercept
e ADF| —0.533 | —-2.835 |1.680 | —2.805* -2.714 -0.824
IXe!
PP 0.168 —3.520%* | 5,428 | —11.484%%% | =11.445% %% | —9.910%*x
hai ADF| 1.024 —2.104 | 4.592 | —7.978xxx | —8.153**x | —4.061#*x
chain
PP | 1.112 —2.126 | 5.593 | —8.098%** | —8.250%#x | —6.719%**

¥ Comment @ 1. *xx x%_* means the rejection of null hypothesis at 1%,
5%, 10%
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Table 2. The foundation stat of configuration index

DIV. REER OlL PMGS WAGE
mean 109.271 81.959 98.521 2,605,139
median 103.690 81.570 99.220 2,542,088
max 131.910 140.030 122.680 3,987,469
min 83.560 41.700 74.360 1,833,496
std. dev. 13.942 19.683 14.005 454,551
Obs. 113 113 113 113
Source BIS* KNOC#* BOK*** Moel* **

# Comment @ . Bank for International Settlements, =**. Korea National
Qil Corporation ***. The Bank of Korea, ***x. Ministry of
Employment and Labor
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Table 3. The result of correlation analysis test for configuration index

Division REER OlIL PMGS WAGE
fixed Weighted —-0.628 0.621 0.797 0.859
chain Weighted —0.563 0.619 0.785 0.847
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Table 4. The result of unit root test for configuration index

Div. REER OlL PMGS WAGE
ADF | =1.195(=7.147xx%) | =3.380%(~8.130%++) | =3.258(—5.302%%+) | —2.416(—10.179xx)
PP | —1.124(=7.122%%%) | =3.250%(~=8.177%x) | —2.478(—5.358x%x) | —12.327x%x(—54.89%xx)
% Comment : 1. *x*x ** x means the rejection of null hypothesis at 1%,
5%, 10%
2.“()" means T—values of ADF for 1st difference variables
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Table 5. The result of cointegration test for configuration index

Division REER OlL PMGS WAGE
fixed Weighted Oea 2ea 2ea 2ea
chain Weighted Oea 2ea Oea 2ea
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Table 6. The regression analysis of long term equation
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Diviistemn Fixed Weighted Chain Weighted Table 7. The regression analysis of short term equation
Constant Term —(41.38324*9*)* fﬁfg;:; Division Fixed Weighted Chain Weighted
: : Constant Term 0004 0-005x
olL —0.155%%% —0.159** (4.988) (7.215)
(—3.034) (=2.391) een 0.054 0,040
0.797 %% 0.968x** (1.345) (1.134)
AMGS (7.734) (7.199)
: : oIL —0.027 -0.015
Wage 0.445%** 0.531 %% (—2.374) (=1.550)
(9.381) (8.579)
PMGS 0.115%%* 0.095***
D2008 —0.066*** —0.110%*=* (2.954) (2.733)
(—3.466) (—4.397)
WAGE 0.014x+ 0.003
R—squared 0.874 0.864 (1.984) (0.585)
% Comment @ 1. =x*, «x, * means the rejection of null hypothesis at 1%, E_ECCI(=1) —0.069+** —0.040%**
5%, 10% - (—4.178) (—3.530)
2. ()" means T—values
R—squared 0.223 0.201
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Table 8. The fitness for the estimation of long and short term equation

Long-Term Equation

Fitness for the estimation of static forecast
Division
MAE* RMSE **
Fixed Weighted ECCI 4.414 5.661
Chain Weighted ECCI 6.091 8.156
Short-Term Equation
Fitness for the estimation of static forecast
Division
MAE* RMSE **
Fxed Weighted ECCI 0.539 0.848
Chain Weighted ECCI 0.505 0.764

# Comment @ *. Mean Absolute Error, **. Root Mean Squared Error
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Fig. 3. The prediction diagram of long and short term equation
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