time the trade-off relationship is nonexistent. Rather our feeling is that a
trade-off relationship between inflation and unemployment, as definedin
section two of this study within the framework of a price adjustment mecha-
nism, emerges so to speak in particular periods of time given a chance. This
is in contrast to some of the propositions set out in the first part of this
study and which tend to disregard this relationship, s.e.: the hypothesis
of Professor Forrester. However, it remains nonetheless true that while data
for the decade of the 1960's tends to confirm the existence and stability of
this relationghip, the data of the following decade,on the other hand, appear
to garble so to speak the stability.of this relationship altogether. It is

. indeed difficult to find during this period a fit for a reasonably stable

curve. This is why we introduce the concept of trade-off zones implying
étill that there is an inherent conflict between the twin objectives of in-
flation and unemployment. This view stems from the fact that despite the
disappearance of the trade-off curve in the 1970's, the data however reveal
for the most part an inverse relationship between inflation and

unemployment.

To the question of why these shifts do occur, our analysis, although not
putting forward a complete theory, indicates a rather strong correlation
between shifts in the trade-off relationship and business cycles. As a
matter of fact it can be said in this context that the business cycle, far
from disappearin_g,reveals itself in the trade-off shifts and in the
discontinuities in the relationships of employment and physical output with
real investment. Indeed the combined effect of fiscal and monetary policy
have tended to 'dilute' the visibility of the post war business cycle. With
policies aimed at increasing aggregate demand without corresponding increases
in the supply side, the real contractions in the economy are ‘blurred' and
the resulting effect is a simultaneous increase in inflation and
unémpioyment. This may be, as Higgins suggests, because of differences in
the investment schedules between public and private sector investments. This
proposition would imply in turn certain relationships between interest rates

and the structure of capital as expounded by the Austrian Theory of capital.

These latter considerations lead us also to consider the effect of fiscal and
monetary policies upon shifts in the trade-off relationship. Already in part
two we have underlined the 'Accelerationist' effect resulting fram inflation-
ary expectations and unexpected increases in aggregate demand. In'part four

[
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examination of trends in monetary aggregates data and interest rates tends to
support the thesis that monetary policy in the early 70's had a great part of
responsibility in the quantum leap of inflation. Clearly the combination of
international events and the degree of dependency of the Canadian economy
cannot be discounted in that context. There remains nonetheless the strong

perception that monetary policy greatly compounded this overall effect.

This view is corroboratedby an analysis of monetary policy during the same
period in the u.s.! Apparently -during the chairmanship of the Federal
Reserve System by Arthur F. Burns (February 1970 to March 1978) monetary pol-
icy became highly pro-cyclical. Poole's conclusion is that the Burns years
produced one of the most inflationary policies of any period since the estab-
lishment of the Federal Reserve System. This monetary expansion, suggests

Pierce,eventually took its toil upon the international financial system.

Moreover the shifts in the trade~off curves and their noted relation with
business cycles would have important implications with respect to fiscal and
monetary policy. 1In this context simple movements along a Phillips curve
cannot constitute a relevant and acceptable framework for the determination
of policy. Indeed the use of such an instrument in a world of shifting
trade-off curves could lead towards an acceleration of inflation without
solving the unemployment problem. Instead it would appear important to
relate the actual behaviour of inflation and unemployment to the cyclical
pattern in real economic activity. The proper type and mix of'monetary and
fiscal policy would depend then upon the degree tb which current inflation
and unemployment levels are in fact the result of the underlining real forces
in cyclical expansions or cyclical contractions respectively. In the
opposite case, when inflation and unemployment would appear to be related
significantly to exogenous shiftg such as through import markets or through
participation'rates it would seem reasonable not to hasten in applying
without qualification the traditional aggregate demand medicine.

See: William Poole; "Burnsian Monetary Policy: Eight Years of Progress?",
and James L. Pierce; "The Political Economy of Arthur Burns", with a
discussion by Jerry L. Jordan, Raymond E. Lombra and Thomas Mayer in Papers
and Proceedings of the thirty-seventh annual meeting of the American Finance
Association, Chicago, Illinois, August 29-31, 1978. Reported in the Journal
of Finance, Vol. 34, May 1979.
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Finally it would seem appropriate to end this section by assessing briefly
the prospects for future research in this area. Some, like Professor

L. Klein for example, have arqued for greater disaggregation in econometric
models in order to capture more effectively the complex nature of the
relationship between inflation and unemployment. Whether this is an optimal
proposition remains to be seen. The nature of the problem and the policy
considerations attached to it are such that investment in time and resources
into further model dissagregation could prove very costly while becoming
quickly obsolete,given the current rate of change in the underl _ing
structure of the world economies as a result for example of the energy
problem. It would appear relevant therefore to undertake research in the
areas of capital structure and the new nature of the business cycle that
confronts western economies. Comparative analyses with other economies in
the lines suggested herein would seem appropriate. Furthermore it should be
also realized that conventional aggregate fiscal policies are not a panacea.
More effective policies aiming at reducing unemployment at the regional level
should be sought with careful consideration of the differences in effect

between public and private sector investments.

173



APPENDIX A

Data and Regression Analysis
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APPENDIX B

The Klein-Goldberger Model



EQUATIONS of the Revised Klein Goldberger Model

‘18.1) C, - 0.7C,., = 0.23Y — 0.7Y.,) = 0.105C, , — 4.5!

*(18.2)
“18.3)
‘(18.4)
‘(18.5)

*{18.6)

*(18.7)

*(188

*(18.9)

“(18.10)

H18.11)

X18.12)

X18.13)

*(18.14)

¥18.15)

*(18.16)

*18.17)
%18.18)

(0.047) (0.096)

C. = 0.228Y + 0.752C,, ., — 1.468
{0.050)  (0.065)

I, = 00517Y — 0.0402i, _, + 0.335/, , — 1.853
(0.0088)  (0.0213) 0.112)

1, = 013X — Al) + 0.396],_, — 24.702

(0.021) (0.100)
;= 0.0284X — 10.14(p, — p) + 0.363F, , - 0.942
(0.006%)  (4.06) (0.149)
[X = (W,p)] — O§S[X — (W,p)]-, = 03641, + [,) + 3532(N. = Ny + N,)

{0.065) (1.086)
— 095N, — N, + N,)_|]

+ 1.338(h — 0.95h_,) — 6483
(0.614)

h= —0450Aw — 1.996(N, — N, — N,) + 1.157
(0.103) (0272

(W — Wp)] = 0413(X — (W,/p)] + 02R2[(W — W)p]., — 10.607

(0.026) (0.048)
Aw = ~ 169N, — No = N,) + L116{Ap)., + 0.184
0.471) (0.520)

iy = 0.157i, + 0.835(i)-, + 0335
(0.051)  (0.086)

RE = 0.788(P,, — T)) — 0.667(P,, — T, — RE)., — 0.148
{0.052) (0.100)

PB = 0.0107pX + 0.898(PB)., + 0.674
(0.0074) (0.082)

RI = 0.0623p(1, + 1,) — 0.0230Ai, + 0938(RI)_, + 0394

(0.0095) 0.0337)  (0.029)

1, - 0951, , = 0.0656(X — W))., = 21}, = 0.5901, , + 9329
(0.0158) (0.56) (0.150)
20 ‘
D=004392 ¥ pi,(l, + L)-; + 0.0856Du + 1.411
(0.0016)°*" (0.0063)

i, = 1.145i, — 0.81SRR_, + 0.533Dv: - 0.511

(0.082) (0.335) 0.186)

X=C,+C,+1,+1,+8l,+G+F - F
pY=pX-D-T-RE-T,-T




FQUATIONS of the Revised Klein Goldberger Model (Continucd)
H18.19) P,=pX -D~T,— W~ R/ - PB

%18.20)

.

W= whN,

* The scven basic equations in the outline of the Keynesian system presented at the beginning
of the chapter.

¢ The additiona! aggregate demand equations.

* The additional factor share equations.

* Other equations (hours and interest rates).

DEFINITIONS OF VARIABLES

C.
C.I
D
*Du
L ] F'
F
*G
h

*pi
RE

RI
*RR

T .

1T,

consumption of durables, billions of 1954 dollars

consumption of nondurables and services, billions of 1954 dollars
capital consumption allowances (depreciation), billions of 1954 dollars
dummy variable: O for 1929-1946; 1 for 1947-1962

exports. billions of 1954 dollars

imports, billions of 1954 dollars

government purchases of goods and services. billions of 1954 dollars
index of hours worked per week. 1954 = 1.00

average discount rate at all Fedcral Reserve Banks. percent
residential construction, billions of 1954 dollars

stock of inventories. billions of 1954 dollars

average yield on corporate bonds (Moody's). percent

investment in plant and equipment. billions of 1954 dollars

yield on prime commercial paper, four to six months, percent
government employces, millions

total labor force. millions

self-employed workers, millions

wage and salary workers. millions

implicit GNP deflator. 1954 = 1.00

proprietors” income, billions of current dollars

corporate profits including inventory valuation adjustment, billions of current
dollars

implicit price deflator for imports, 1954 = 1.00

retained earnings including inventory valuation adjustment. billions of current
dollars

“rental and net interest income, billions of current dollars

year-end ratio of member banks’ excess lo requircd reserves

personal taxes + contributions for social insurance — gosernment and business
transfer payments — intcrest on government debt, billions of current dollars
corporate profits taxes, billions of current dollars

reconciling item between net national product and national income, billions
of current dollars .

wages and salaries and supplements. billions of current dollars

annual wage ratc of all employces, thousands of dollars per year

wage bill of government employces, billions of current dollars

GNP, billions of 1954 dollars

personal disposable income, billions of 1954 dollars

¢ Fxogenous variables.
tFunctions are not given for these variables because of frequent changes in the tax laws.



APPENDIX C

The Wharton Econometric Forecasting Unit Model



: ’ Y ¥
1s.1) 5,—}‘ = 0.2273 - 04590 [A—— + 0,75(‘5—)
-1

STOCHASTIC Equations of the Wharton EFU Model

Equation
No. Equation . R?

d

Page
Rel

(0.0485) Y

AY AY
sosol3) wonslt) ]

1 & oy
+07232 o ¥ —Y")
©os12) “r=r V- 0.825
(1520 Co = =11.52 4 0.1570¥ = 0.0574K)_, 0.965
(00274)  (00251)
(1520) Cu= —14.19 + 011577 - 0.020%(K )., + 00552C)., 0964
(0.0370)  (0.0333) ©.0327)

(15.3) €, = 48.54 4 0.1346(Y ~ (Tr/p,)] — $4.19(./p.)
(0.0228) (10.20)

= 0.430Un - 31299, + 1835Cr — 00734 K,)., 0.916
{0175) (0.458)  {0.478) (0.0180)

(153a)  C, = 30.27 + 0.1055(Y — (Tr/p,)] — 47.54p./p.)

(0.0265) (10.59)

~ 0097Un — 3.2695, + 0§99Cr
0234)  (0.609) (0.647)

~ 0.04491K,) ., + 0.1200C3)_, 0917
{0.0226) (0.056)

17
(154)  Io= —17.45+ 2359Cp_, + 0.1308 T A{X.)..-;
(2.30) (0.0139) =0

" k]
+ 01634 Y AdLl) ooy - LISB Y AL,
(0.0610)/=° (0.292)'=°
1

- 00248 ¥ A(K.).(-2 0.895
{0.0065) = ©

h
(154a) [, = -1143 + 1562Cp., + 0.0892 Y AdXD).i-2
(1.86)" (0.0105)¢=°

b 7
+ 01069 ¥ AfL.).,-3—-00271 Y AdKD).i-;
(0.0416) = ° (0.0044) 1=©

b
+ 0954ANP, - 03201 ¥ Adiy)-,-, 0.953
(0.0454) (0.2189)'"°

0 004%
094

095

0.68

0.46

1.58
1.29

1.28

1.06

0.58

62
168

169

168

169

135




STOCHASTIC Equations of the Wharton EFU Model (Continued)

Equation

No.

Equation

R s,

d

Page

Ref.

(15.5)

(15.52)

(15.6)

(157

(15.7a)

(15.8)

(159)

I, =149 + 00140(Z_, + Z_,1/2] - 0.0043
{0.0081) (0.0032)

x[(K, , + K, W) +00429 ¥ A7 _ _,
(00113)'-°

~ 21042 ¥ ddid-, -y
(0.2695) =0
I, = —040 + 00061((Z., + Z.,)/2] - 0.0082
(0.0083) {0.0034)

x {(K, , +K, V2] +00433 ¥ 4,2Z,_,
(0.0108):"°

,
- 15519 ¥ Adig).,., + O 16374NP,
(0.3291)'~0 (0.0612)

I = =35.72 4 0.1742C_, - 00563K, , + 0.0363
{0.0278) {0.0170) (0.0475)
x ¥ AC.,.; 42396 T Adic — i),
10 (0.461)'"°
1, = 58.26 + 0.0249'Y — 45.52(p,p,)_,
(0.0033) (4.76)
+ L4IMip - i),
{0 282) .
1, = 3365 + 0.0101Y — 26.48(p./p,)- 5
(0.0017) (244)
+ 0.261(i, - i)y + 00085¢13
(0.146) {0.00054)

Al = =503 + 007185, _, — 0.0539/,. |
00272)  (0.0224)

+042AU ., + 020U _, — U_y)
(0.083) {0.040)

+ 2074STR
(060))

Al, = ~1494 + 0.0668(S,)., — 0.117X/ ).,
(0.0456) (0.0476)

+ 0.218(CY., + 033258 X,
(0.0634) (0.0686)

+ 40 43[’- - (p-)'ll
t11.82)

0810 0355

0.828 052

0930 1.05

0820 1.

8.964 0.51

0.768 .62

0.610 1.3}

065

0.79

0.7}

0136

163

120

1.59

139

139

197

219

219




O

STOCHASTIC Equations of the Wharton EFU Model (Continucd) ‘

Equation Page
No. Equation R? S, d Rel
F,
(15.10) -ﬁ' = 0.0117 + 0.0064 Y/N) - 0.0041(p,,/p,) 0.305 00014 1.69 224
{0.0013) {0.0015)
(I5.11)  Fo = 3.51 4 003295, + 0096041, — 2.18p,./p.) 0900 032 076 224
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distributed lag weights (Almon weights) for investment functions. Normalized
weights are Ao = 0.074; A. =0132: 4; = 0.170: 4, = 0.183: 4, = 0.171:
As = 0.138: 4= 0.091: 4, = 0.041

first investment anlicipa(ions of manuflacturing firms, billions of 1958 dollars

first investment anticipations of nonmanufacturing firms, billions of 1958
dollars

total consumption, billions of 1958 dollars

purchascs of automobiles and parts. billions of 195K dollars

purchascs ol consumer durables. billions of 1958 dollars

index of consumer anticipations. 1958 = 100 (Survey Research Cenier)

purchases of consumer durables except automobiles and parts, billions of
1958 dollars

purchases of consumer nondurables and scrvices, billions of 1958 dollars
Wharton School index of capacity utilization

dummy variable for consumer credit terms: — | when Regulation W was in
effect: 0 otherwise before 1955: 1 in 1955.1 and later

dummy variable for change in depreciation tax laws: 0 before 1962 I in
1962.1 and later

dummy variable for Korean War: | in 1950.3-1951.1: 0 elsew here

dummy variable for supply shortages in automobiles: 3 in 194%.1- 19482
2in 1948.3-1948.4. 1 in 1949.1 and 1952 3: 0 elsewhcre

dummy variable for unfilled orders: | in 1950.3 and 1951.1: =1 in 1953.3-
1953.4: 0 elsewhere

depreciation for commercial and other investment, billions of current dollars
depreciation for farm investment, billions of current dollars

depreciation for residential construction, billions of current dollars
depreciation for manufacturing investment, billions of current dollars
depreciation for regulated and mining investment. billions of current dollars
dividends, billions of current dollars

exports, billions of 1958 dollars

income of unincorporated businesses, farm scetor, billions of current dollars

imports of goods and services except food products, raw materials. and semi-
manufactured goods. billions of 1958 dollars
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imports of crude and manufactured food products, billions of 1958 dollars

imports of nonfood crude malerials and semimanufactured goods, billions
of 1958 dollars

net free reserves as a percentage of total required reserves

government purchases of goods and services. billions of 1958 dollars
government purchases for national defense, billions of 1958 dollars

index of hours worked in the manulacturing sector, 40 hours = 1.00

index of hours worked in the nonmanufacturing sector. 40 hours = 1.00
discount rate. percent '

interest paid by gosernment and consumers, billions of current dollars
investment in nonfarm residential construction, billions of 1958 dollars
private nonfarm housing starts. thousands

stock of nonfarm inventories. billions of 1958 dollars, arbitrary origin

stock of farm inventories, billions of 1958 dollars, arbitrary origin

stock of manufacturing inventories, billions of 1958 dollars, arbitrary origin
stock of nonmanufacturing nonfarm inventories, billions of 1958 dollars,
acbitrary origin

Moody's average yield on bonds, percent

nonfarm investment in plant and equipment, billions of 1958 dollurs

plant and equipment investment in commercial and other industries, billions
of 1958 dollars

farm investment in plant and equipment, billions of 1958 dollars
manufacturing investment in plant and equipment,. billions of 1958 dollars

regulated and mining investment in plant and equipment, billions of 1958
dollars

short-term interest rate on four- to six-month commercial paper, percent
inventory valuation adjustment, billions of 1958 dollars

stock of automobiles, billions of 1958 dollars

stock of commercial and other investment, billions of 1958 dollars, arbitrary
origin

stock of manufacturing investment, billions of 1958 dollars

stock of consumer durables except automobiles, billions of 1958 dollars

stock of nonmanufacturing nonfarm private investment, billions of 1958
dollars

stock of regulated and mining investment, billions of 1958 dollars, arbitrary
origin

cash flow in the manufacturing sector, billions of 1958 dollars

total population. millions

sclf-employed except agriculture, millions

number of farm workers, millions

number of civilian government employces. millions
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number of military personnel, millions

national income, billions of current dollars

total labor force including armed forces

manufacturing employecs, millions

manufacturing labor force, millions

nonmanufacturing nonfarm private employces, millions

implicit GNP deflator, 1958 = 1.00

implicit deflator for automobiles, 1958 = 1.00

nonfarm unincorporated business income, billions of current dollars
implicit consumption deflator, 1958 = 1.00

corporate profits after taxes, billions of current dollars

corporate profits before taxes adjusted for VA, billions of current dollars
implicit deflator for exports, 1958 = 1.00

prices received by I’arm‘ers. 1958 = 1.00

implicit deflator for government purchases, 1958 = 1.00

implicit deflator for nonfarm residential construction, 1958 = 1.00
personal income, billions of current dollars

implicit deflator for nonfood material imports, 1958 = 1.00

implicit deflator for nonresidential fixed business investment, 1958 = 1.00
implicit deflator for gross output originating in the manufacturing sector,

1958 = 1.00 (identical with wholesale price level excluding food and farm
products)

“mplicit deflator for gross output originating in the nonmanufacturing non-

farm private sector, 1958 = 1.00
implicit deflator for consumer durables except automobiles, 1958 = 1.00

implicit deflator for consumer purchases of nondurables and services, 1958
= 1.00 ‘

price index of rent, 1958 = 1.00

productivity trend: increases at 2.8 percent per year through 1959 and 3.6
percent per year 1960 to 1964

price of world trade, 1958 = 1.00

retained earnings, billions of current dollars

retained earnings of manufacturing corporations, billions of current dollars
rent and net interest paid, billions of current dollars

social security contributions of individuals, billions of current dollars

statistical discrepancy plus subsidies less current surpluscs of government
enterprises, billions of current dollars

sales originating in the manufacturing scctor, billions of 1958 dollars
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sales originating in the nonmanufacturing nonfarm private sector, billions
of 1958 dollars

social security contributions of employers, employces, and self-employed,
billions of current dollars

dummy variable for steel strike: +1 in 1952.2, 1959.2, and 1960.1; —1 in
1952.3: —=2in 1959.3: 0 elsewhere

time trend. 1948.1 = |

indirect business taxes and business translers, billions of current dollars
corporate incogc taxes, billions of current dollars

personal tax and nontax payments, billions of current dollars
transfer payments, billions of current dollars

unfilled orders, billions of 1958 dollars

unemployment rate of males age 25 to 34, percent
uncmployment rate, percent

wage bill for farm workers, billions of current dollars

wage bill of government employees, billions of current dollars
wage bill of manufacturing employecs, billions of current dollars

wage bill of nonmanufacturing nonfarm private employecs, billions of current
dollars

wage rate of manufacturing employees. thousands of dollars per year

wage rate of nonmanufacturing employees, thousands of dollars per year
gross national product. billions of 1958 dollars

gross output originating in the farm sector, billions of 1958 dollars

gross output originating in the government sector, billions of 1958 dollars
gross output originating from rent, billions of 1958 dollars

gross output originating in the manufacturing sector, billions of 1958 dollars

maximum gross output originating in the manufacturing sector, billions of
1958 dollars

gross oultput originating in the nonmanufacturing nonfarm nonrent private
sector, billions of 1958 dollars

index of world trade, 1958 = 100.0
personal disposable income, billions of 1958 dollars
final sales in the private sector, billions of 1958 dollars

® Denotes an exogenous variable.
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Candide's Model Structure



Supersectors of CANDIDE Model 1.1

b ¢

11

IIx

Iv

VI

vII

VIIX

rinal Demand by Ultimate Use
Includes: Sectors A, B, C, D, E, F, G, H, and I
Contains: 223 behavioural equations and 617 identities
Principal outputs:
Personal savings and aggregate consumption
Disaggregated consumption
Residential construction
Business fixed capital formation
Inventory investment
Government expenditures on goods and services
Export flows
Import flows

Derivation of Real Domestic Product by Industry
Includes: Sector J
Contains: 63 behavioural ‘equations, 188 I/0 relationships, and
16 other identities
Principal outputs:
First estimates, on the basis of the Input-Output submodel, of RDP for
75 I/0 industries
Model estimates, on the basis of autoregressive adjustment equations,
of RDP for 63 National Account industries

Labour Supply and Reguirements
Includes: Sectors K and L
Contains: 28 behavioural equations and 26 identities
Principal outputs:
Labour force, by age-sex groups
Labour demand by 12 major industries
Unemployment rate

Wages and Prices
Includes: Sectors M, N, O, P, Q, and R
Contains: 249 behavioural equations, 239 I/0 relationships, and
183 other identities
Principal outputs:
Wage rates and labour incomes by major industries
Industry prices (deflators of Gross Domestic Product, by industry)
Prices of competing import commodities
Other endogenous foreign trade prices
First estimates, on the basis of the I/0 prices submodel, of the final
demand deflators of domestic expenditure categories
Pinal estimates, on the basis of autoregressive adjustment equations,
of the implicit deflators of domestic expenditure categories
Some aggregative price level variables

Private and Government Revenues
Includes: Sectors S and T
Contains: 32 behavioural equations and 54 identities
Principal outputs: :
Disposable income
Corporate profits
Government transfer payments to persons
Tax and nontax revenues of governments

National Income Accounting Relationships
Includes: Sector X
Contains: 1 behavioural equation and 36 identities
Principal outputs:
Gross National Expenditure in current and constant dollars
Major components of Gross National Expenditure, in current dollars
Savings and investment aggregates, including government budget balance

Financial Plows '
Includes: Sectors U and V
Contains: 15 behavioural equations and 9 identities
Principal outputs:
Short-term and long-term Canadian interest rates
Capital flow items in the Canadian balance of payments

Interior Sectors
Includes: Sectors W and Y
Contains: 5 behavioural equations and 65 identities
Principal outputs:
Net immigration
Canadian population, total and by age-sex groups
U.S. industrial production index
OECD (excluding Canads) industrial production index
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List of Sectors, CANDIDE Model 1.1

{April version)

tie Number ol Computer blocks from
sywhol of Shortened name equations which equstions
seetor of sector in scctor are drawn
A . Personal savings and 1
aggregate consumption (2,8; 2,1) 1

Consumption categories
Residential construction

Business fixed capital
formation

Inventory investment

Government expenditures
an goods and sarvices

Export flowa
Inport flows

Trade flows in auto-
sobiles (detail)

Derivation of Real
bomestic Product,
by industry

labour supply

« % w8 W ®w o 0w

Lad sequir

¥ags rates and labour
income

Industry prices {(GDP
of valuve-added
deflators)

Export prices

.- N ew.

Deflators of import
trade flowe

Prices of competing
fmport coamodities

Derivatioa of final
desand deflators

Private nonlabour and
total incomes

Govarnment revenues

Money and interest
rates

Pinancial flows, bdalancs
of payments

Damography

2 4 a9 »

Rational incose account-
ing relationships,
including savirgs and
government budgat ’
balance measures

4 Linkages with U.S. and
other foreign economies

Total nuﬁhr of equations

116 2, 37, 41 (fquation 1),
téo,n; 76,1) 19 {tquatio=ns 47-49)
4
11,81 110,1) 3

268
[74,8; 194.1) 4, 32, 44, 45

b1
(8,95 30,1) S, 38 (Equations 19 to end)

77
(22,9 55,1) 6, 38 (up to Equation 138)

164 7 lpart), 16 (part), 18,
134,83 130,1) 39 (part), 42 (part)

(1]
(20,8 72,%) 8, 17 (part), 43 l|part)
41 (except first 3 equations)

82
{12, 40,1) 46 lexcept final equation)

267

(63.8; 188,1/0¢

16, other I) 9, 10, 23, 25
13

4, 11.1) 11 (to Equation 21)

3 11 (Equation 22 to end)},
(2¢,2; 15,1) 12

3
(21,8, 18,1) 13, 14 (first 12 equations)

ki)
(35,81 44.0) 14 (Equation 13 to end]
20
(all ) 16 (part), 42 (part)
40
(all I) 17 (part), 43 (part)
80
(46,.8; 34,1) 40
413 26, 27, 29, 29, 30, 31, 1S,

1147,9; 239,3/0; 17 (Equation 40), 24

27 other I) {Equations 24, 25,27,
and 28), 33, 34, 35, 136
{first & equations)
46
(21,3 28,1) 19 (part)
40
(11,85 29,1) 19 (part)
10
(9,8 1,1) 20
14
t6,mm 8,I) Fay
S8
(1.» 37.1) 22
7
(1,8; 36,1 24 (part), 36 (part)
12 7 (part), 39 {pare),
4,8; 8,0) 46 (tquation 27)
2,049

{compriscd of:
6146, 427,1/0:
1,006, other IX)

8 ~= bohavioursl cquatinns
3 == idontitics
1/0 == input-output relationshipe



Classes of Formal Exogenous Variables in CANDIDE Model 1.1

- Number of
Class Description variables
b ¢ bummies (including time trends) 51
II Foreign trade variables
1 Exports -~ flows and adjustment
items 27
2 Foreign trade prices S8
3 Imports -~ fuel flows and adjustment
items 11
111 International financial transactions
(including the exchange rate) 8
Iv Capital stock characteristics
{scrappage levels) 84 -
v Policy variables (instruments)
1 Government expenditures on transfers
and goods and services 32
2 Monetary variables 2
3 Tax rates and government revenues 62
VI Demographic variables (underlying
magnitudes) 46
VIiI Real income variables and overseas
' economies 3
VIII U.S. economy
1 Wharton Model variables 21
2 Others 2
IX Miscellaneous exogenous variables
1l Adjusting items 28
2 Others (excluding REZ) 18
Total 453
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