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ABSTRACT

The study aims at finding solution for the problem of
multicolinearity which is considered as a main obstacle in many of
standard models. This is done through employing prior data method.
The data is collected from Blue Nile Company for printing and
publishing.

The regression analysis is used to identify this problem and the
solving this problem by making use of prior data of production
function parameters.

One of the hypotheses is that the use of prior data will lead to the
solution of the multicolinearity problem.

The analysis has lead to the following results:

1. The use of prior data leads to solving the problem of
multicolinearity in Cobb-Douglas Production Function.

2. There is positive relationship between the number of
workers and production, i.e. the increase in the number of
workers will lead to an equal increase in production.

3. There is positive relationship between the capital and
production, i.e. the increase in capital will lead to an equal

increase in production.
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