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Used Dummy Variable and Power Transformation to Treatment
Distortion of Data with Application on Consumption Function in

Iraq for the Period 1970-1995

Abstract

The aim of the current research is to build a model for
consumption function, which corresponds with the economic
theory through a series of statistical treatment to smooth data
which do not contrast with the statistical theory. The research
hypothesis uses dummy variables and power transformation
satisfies good fitting for the estimation a set of consumption
functions by using ordinary least squares method, besides the data
about national consumption, national income, general
consumption and general expenditure for the period between
1970-1995 by current and fixed prices in Iraq.

The best conclusions, by using dummy variable has
succeeded to review again and explain independent variables, but
the use of dummy variables and power transformation has

achieved a better fitting. )
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