
Economic
Modelling
Current Issues and Problems in Macroeconomic
Modelling in the UK and the US

Edited by

Paul Ormerod
National Institute of Economic and Social Research

HEB

Heinemann • London



Contents

Foreword by R. J. Ball v
Notes on Contributors ix
Preface by Paul Ormerod xi
The Present State of the Art by Alan Budd 1

PART I Macroeconomic Models of the UK 23

1 Some Issues in Economic Modelling at the Bank of
England by A. R. Latter 25

2 Cambridge Economic Policy Group Methodology by
Francis Cripps and Martin Fetherston 40

3 Some Problems in the Development of the Treasury
Model by HM Treasury 53

4 The London Business School Model of the UK Economy:
an Exercise in International Monetarism by R. J. Ball,
T. Burns and P. J. Warburton 86

5 The National Institute Model of the UK Economy: Some
Current Problems by Paul Ormerod 115

PART II Modelling the Monetary Sector 141

6 Money in an Open Economy by C. A. E. Goodhart 143



Dili Economic Modelling

PART III Optimal Control and Economic Models 169

7 The Design of Economic Stabilisation Policies with Large
Non-linear Econometric Models: Two Possible Ap-
proaches by Martin Zarrop, Sean Holly, Berc Rustem,
and John Westcott 171

8 Methodological Aspects of the Indirect Benefits of
Optimal Control Theory by D. A. Livesey 193

PART IV Developments in Econometrics 215

9 Predictive Failure and Econometric Modelling in Macro-
economics: The Transactions Demand for Money by
David F. Hendry 217

PART V Economic Models in Practice 243

10 The Accuracy of Macroeconometric Models and Fore-
casts of the US Economy by Stephen K. McNees 245

11 Forecasting the US Economy with an Econometric Model
by Richard M. Young 265

12 Use of Econometric Models for International Economic
Policy Formulation by Gary Fromm 287

13 Use of Econometric Models in the Policy Process by
, Lawrence R. Klein 309

/14 Current Model Testing Procedures of UK Modellers by
Jeremy Bray 330

Index 343


