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A practical tool for policy analysis:
The ESRI Short-Run Macroeconometric Model of the Japanese Economy

By Takashi HANAGAKI, Masahiro HORI, and Koichiro IWAMOTO

Abstract

After seminal critics by Lucas (1976) and by Sims (1980) on traditional macroeconometric mod-

els, DSGE and VAR models have been developed and widely used as substitutes for the traditional

models. However, those substitute models still have several problems to overcome for practical use

in economic policy analyses. Basing on the concept of “Suite of Models,” which is nowadays

widely shared among central banks and governments, Economic and Social Research Institute

(ESRI) of Cabinet Office, Japanese Government, has been developing and utilizing multiple types

of models, including DSGE, VAR, as well as traditional models. This paper briefly reviews the

critics of macroeconometric models and indicates some limitations and problems of DSGE and

VAR models in practical policy analyses, and then clarify the positioning and contributions of the

ESRI Short-Run Macroeconometric Model of the Japanese Economy, a traditional macroeconomet-

ric model.
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