
Appendix 6: Data and Identities for 
the Multicountry Model 

The data for all the countries were obtained from the International Financial 
Statistics (IFS) tape (November 1982) and the Direction of Trade (DOT) tape 
(November 1982). The following steps were involved in the construction of 
the data base. 

I. A program was written to read the IFS tape and create for each country all 
the variables in Table B-2 except the variables for which DOT data are 
needed: ,1_175$A,, M75$B,, PM/, XX.%,, XX7&, c+, and vzi. Most ofthe 
work in constructing the data base was writing this program. Since no two 
countries were exactly alike with respect to the availability of the data. 
separate subroutines were written for each country. (Before these subrou- 
tines were written, a program was written to print the IFS data in a 
convenient format. The information needed to write the individual sub- 
routines was taken from this printout. I am indebted to William Parke for 
help in writing the initial program that read the tape.) The individual 
treatment of the countries is discussed below. The output from this pro- 
gram was stored by country on a tape called IFSI. 

2. A program was written to read the DOT tape and create the XX%,, data (the 
bilateral trade data). The output from this program was stored by country 
on a tape called DOT 1. 

3. The IFS1 and DOT1 tapes were sorted to store the data by quarter. The 
sorted tapes were then used together to create the variables mentioned in 
step 1. This completed the construction of the data base. 

The individual treatment of the data for each country is outlined in Table 
B-I. The comments in the table discuss any special treatment of the country. 
If no comments appear for a particular country, then all the data were 
available and nothing special needed to be done. Two standard procedures 
were followed for all the countries, and it is necessary to discuss these before 
considering the comments in Table B-l. First. if no quarterly National 
Income Accounts (NIA) data were available, quarterly data were interpolated 
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from annual data using quarterly data on the industrial production index 
(IP). If quarterly data on IP were not available, the procedure in Table B-6 
was used to create the quarterly data. One can thus tell from Table B-l how 
the quarterly NIA data were constructed (if they were) by noting whether or 
not IP data were available. 

The second standard procedure concerns the construction ofthe Balance of 
Payments (BOP) data; this procedure is presented in Table B-7. The key 
variable that is created in this process is SF, the balance of payments on 
current account. It is used in the construction of the asset variable, A r. for 
each country. Quarterly BOP data do not generally begin as early as the other 
data, and the procedure in Table B-7 allows data on st to be constructed as 
far back as the beginning of the data for merchandise imports and exports 
(M$i and X$3. When all data are available. the procedure is a way of linking 
the BOP and non-BOP data. 

Most of the comments in Table B-I are self-explanatory. Data for a variable 
were “made up” ifthere was a relatively small gap in an otherwise good series. 
In these cases the data were usually made up by linearly interpolating between 
the closest two available observations. In a few cases quarterly data on the 
consumer price index (01) were used for quarterly interpolations of annual 
data, and for France and Switzerland quarterly data on employment (EMPL) 
rather than on industrial production were used for the quarterly interpolation 
oftheNIA data. Formanycountriesonlydiscount ratedatawereavailablefor 
the short-term interest rate (KS), and these cases are mentioned in the table. 
For a few countries the NIA year began at a time other than January 1, and 
this had to be taken into account in the quarterly interpolations. These cases 
are also mentioned in the table. For a few countries data on real GNP(Y) 
were not available, but data on the nominal NIA variables were. In these 
cases, as indicated in the table, CPI data were used for the GNP deflator. Real 
GNP was then taken to be nominal GNP divided by the GNP deflator. 

Quarterly population data were not available for any country, and the 
procedure in Table B-6 was used to construct quarterly from annual data. See 
in particular the note at the bottom of the table. 

Quarterly DOT data began only in 19701, and no attempt was made to 
construct DOT data before this quarter. Instead. the variables in the model 
were constructed in such a way (with one exception noted below) that no 
DOT data were needed in the estimation of the model. In other words, no 
DOT data were used for the estimates in Tables 4- 1 through 4- 13 in Chapter 
4. This allowed the estimation periods for most countries to be much longer 
than would otherwise have been the case. The DOT data are needed. of 
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course, for the solution of the model, and therefore the earliest quarter for 
which the model can be solved is 19701. In a few cases annual but not 
quarterly DOT data were available, and in these cases the procedure in Table 
B-6 was used to construct the quarterly data. In a few cases no DOT data 
existed, and in these cases the observations were assumed to be zero. 

For a few countries no data on import prices were available, and for these 
countries the data were constructed as indicated in the fifth note to Table B-2. 
This construction required the existence of DOT data, and this is the excep- 
tion mentioned in the previous paragraph where DOT data were needed for 
the estimation work. For countries for which DOT data were used in the 
construction of the import price index, the estimation period had to begin no 
earlier than 19701 for the equations that relied on these data. 

The links to and from the US model are listed in Table B-5. The two key 
exogenous foreign sector variables in the US model are the real value of 
exports (EX) and the import price deflator (PIM). When the US model is 
embedded in the overall model, these two variables become endogenous. The 
US endogenous variables in Table A-4 that affect the rest ofthe model are the 
real value of imports (I&f), the bill rate (RS), the GNP deflator (GNPD), real 
GNP (GNPR), and the demand pressure variable (ZZ). The data base for the 
US model is different from the data base for the United States on the IFS tape 
(among other things, the real variables in the US model are in 72$, whereas 
the real variables for the United States on the IFS tape are in 75$), and the S, 
variables in Table B-5 are used to link the two data sets. As noted in the table, 
when the US model is partofthe MC model, the equation dete&ningPEXis 
no longer Eq. 32 in Table A-5. Instead, Eq. I1 in Table 4-12 for the United 
States is used to determine KY,, and PEX is then linked to PX, 

The sample periods that were used for the estimation work are listed in the 
tables in Chapter 4. The beginning of the sample period was usually taken to 
be four quarters after the beginning of the data, and the end of the sample 
period was usually taken to be the last quarter of the data. One can thus tell 
from the tables in Chapter 4 approximately how many observations are 
available for each country. 
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NO IPS data. 
ho IFS data. 
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