Klein’s Model I of US Economy

Klein’s (1950) Model I is a classical econometric model which has been used extensively as a benchmark problem for studying econometric methods. It is a eight-equation system based on annual data for the United States in the period between the two world wars. It is dynamic in the sense that elements of time play important roles in the model. 

We concentrate on the two equations given on the lecture 1902. 

Variable explanation:

Ct:  Aggregate Consumption

Pt: Total Profits   

Wt: Total Wage Bill

It: Net Investment

Kt: End-of-year capital Stock

At: Time in years from 1931

Et: Total Production of Private Industry

T: years from 1921 to 1941

