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THE PROBLEM

Price stability as a principal economic
goal

Price stabilizaation requires
understanding of the inflationary
dynamics

The value of the inflation in construction
sector remained a subject of inquiry
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PERSPECTIVE I Descriptive Results
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DESCriphivEIRESUlS Estimated and forecast of the unit rates

Quarterly Growth Rates

Mean Growth Rate of: Mean Percentage Growth rates

Whole period ~ 1986:1 to 2000:1 to
1986-2003:4 1999:4 2003:4

Basic material Prices 9.15 9.40 8.28
Basic labour Wages
Unit Rates (Prices)

All item CPI

Actual ———- Fitted

Time Series Model

Highest inflation rates during military
regimes — Transition period

Lower inflation rates during democratic era
All items CIP slowest growth rates

The trends for all categories is similar

Equation of the form

Py = o +BP.+¢g
Independent variables are +vely signed &
significant predictors
Intercept +vely signed but not significant at
5%
Existence of serial correlation
Within data forecasting ability robust
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Regression Model
PROPOSAL

Model Form: P, = a + B CPI, Price stability Vs political environment

Labour wages moving faster than other
price measures

CPI rates lower that construction prices’
Time Series — Forecasting future value of
the series

Regression model — Estimating using
economy wide CPI possible

For Basic material prices, labour & unit
rates

Goodness of fit

High degree of explanation of the price
variable

Low D.W statistics
Long run predicting ability suspect
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Policy Issues

Contracts, Consultants, Clients
— Reliance on CPIl as measure of construction sector
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Government

— Maintenance of stable political environment

— Labour wage management to curtail inflation

Research Community

— What macroeconomic factors predispose construction
sector prices to dynamic moves in various political
situations

— Model refinement — using economic approach

T—— T——

Dr. O.S. Oyediran




