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Abstract 

 
This Working Paper should not be reported as representing the views of the IMF. 
The views expressed in this Working Paper are those of the author(s) and do not necessarily represent 
those of the IMF or IMF policy. Working Papers describe research in progress by the author(s) and are 
published to elicit comments and to further debate. 

 
Statistical offices try to match item models when measuring inflation between two periods. 
For product areas with a high turnover of differentiated models, however, the use of hedonic 
indexes is more appropriate since they include the prices and quantities of unmatched new 
and old models. The two main approaches to hedonic indexes are hedonic imputation (HI) 
indexes and dummy time hedonic (DTH) indexes. This study provides a formal analysis of 
the difference between the two approaches for alternative implementations of the Törnqvist 
“superlative” index. It shows why the results may differ and discusses the issue of choice 
between these approaches. 
 
JEL Classification Numbers:  C43, C82, E31 
 
Keywords:  Hedonic regressions; consumer price indexes; superlative indexes 
 
Author(s) E-Mail Address: msilver@imf.org 
 

                                                 
1 Cardiff University. We acknowledge useful comments from Paul Armknecht (IMF), Ernst Berndt (MIT), 
Erwin Diewert (University of British Columbia), Kevin Fox (UNSW), Jan de Haan (Statistics Netherlands), and 
two anonymous referees for the Journal of Business and Economic Statistics. 

 

0004272
Underline



 - 2 - 

 Contents                                                           Page 

I. Introduction ............................................................................................................................3 

II. Hedonic Indexes....................................................................................................................4 
A. Hedonic Imputation (HI) Indexes .............................................................................4 
B. Dummy Time Hedonic (DTH) Indexes ....................................................................6 

III. Why Hedonic Imputation and Dummy Time Hedonic Indexes Differ................................8 
A. Algebraic Differences: A Reformulation of the Hedonic Indexes............................8 
B. How Does a Törnqvist HI Index Differ from a Törnqvist DTH Index? ...................9 
C. Interpretation of ( )tz Törn11 −

∗λ ..................................................................................10 
D. Treatment of Unmatched Observations ..................................................................12 
E. Observations with Undue Influence ........................................................................12 
F. Chaining...................................................................................................................12 

IV. Choice Between Hedonic Indexes and Time Dummy Hedonic Indexes...........................13 

V. Conclusions.........................................................................................................................14 
 
Figure 1. Illustration of Hedonic Indices ……………………………………………………15 
 
Appendix. Hedonic Imputation Index Estimate at a Törnqvist Mean ….…...........................16 
 
References................................................................................................................................17 
 

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline

0004272
Underline


