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Ad hoc 16, 20n8, 104, 112, 164, 169,
179017, 264

Akaike Information Criterion 108

algorithmic information theory 90-2,
99, 104-7, 109, 113

Almost Ideal Demand System 187,
191, 199, 208

ancillarity 43, 46

Apriorism 67

Arrow’s impossibility theorem 271

Austrian economics 218, 244; see
also Hayek, Robbins

autoregressive (AR) models 108,
157-8

autoregressive moving average
(ARMA) models 108

axiom of correct specification 43,
64n, 192, 207, 254, 263

Bayes’ theorem 30, 37, 61, 67, 69, 81,
87, 924, 95, 105, 107, 255, 271-2,
278

Bayesian inference 22, 41, 44, 45,

50, 82, 94, 95, 97n18, 104, 106, 110,
115, 119, 140n1, 167, 173, 176,
177n5, 207, 243, 249-50, 258,
261n22, 262, 268, 271-2, 274, 276;
non-informative priors 23, 65n,
79, 87, 88, 94

Bayesian testing 250, 255-8

behaviourism 51, 53, 56, 81

Bernoulli sequence 106

Bertrand’s paradox 24-5, 26, 38, 88

Borel algebra 81

bounded rationality 114-25

Box—Jenkins methodology 112-13,
149

bunch map analysis 125-6

business cycles, and Koopmans 235,
241; and Sims 152-3; and
Tinbergen 74-7, 243

calibration 170-7

Cartesian doubt 4

cause and effect 2, 128; see causal
inference

causal chain model (Wold) 236-7

causal inference 73-7, 128, 138, 177,
222-40; and econometrics 234-1;
Hume’s critique 2, 226-7; and
intervention 240; Peirce on
determinism 227-8; relation with
probability (Keynes) 230-2,
(Fisher) 233-4; Wiener—Granger
causality 239-40; see also Humean
scepticism; Laplace’s demon;
positivism

central limit theorem 121-2, 131,
132, 219

ceteris paribus 126, 129-30, 1934,
233, 244

Choleski factorization 152

coherence 82, 87, 272

co-integration 128, 143, 152, 178n16

307

© Cambridge University Press

www.cambridge.org



http://www.cambridge.org/0521553598
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

0521553598 - Probability, Econometrics and Truth: The Methodology of Econometrics

Hugo A. Keuzenkamp
Index
More information

308 Subject Index

collective 35-8, 42, 74, 121, 128,
152, 205; conceptual problem
of 57

COMFAC test 159

complexity theory 92-3, 99, 115,
117n6

comprehensive testing 2501

computational experiment see
experiment

conditional expectation 237-9

confidence intervals 50, 65n13, 102

confirmation theory 77-8, 80

conjecturalism 7-9; and
Lakatos 15-18, 55; and
Popper 8-15; see also
methodological falsificationism

consistency 434

constants: see natural constants

consumer demand 11, 16, 96n12,
145-7, 180-99; testing 199-204,
211-12; theory 195-6, and
practice 205-11; see also
homogeneity condition in consumer
demand

consumption analysis and
VARs 153; permanent income
theory 221

conventionalism 4-5, 93, 226, 244

convergence condition 35-6, 43,
64n2, 95

correlation: see Galton, causal
inference

corroboration 56, 60-2, 90

Cournot’s rule 12, 13

Cowles methodology 142-9, 156,
171, 174-5, 235, 247

Cramér-Rao inequality 46

critical rationalism 13, 15

Data Generation Process (DGP) 116,
155-8, 161, 163, 165, 214

data-mining 89, 98, 112, 148, 152,
168, 195, 200, 243, 250

decision theory (Savage) 85-7, 249

deep parameters: see natural
constants

demand: see consumer demand

density functions 31-2

determinism 6, 220, 227-8; see also
causal inference; Laplace’s demon

diagnostic testing: see reductionism;
validity testing

direct probability 30, 67

Duhem—Quine problem 10-11, 17,
99, 112, 113, 198, 2034

Dutch Book argument 82

efficiency 43, 44

efficient cause 224-5

efficient market theorem 91

empiricism vii, 19, 139, 165; cold-
blooded 220

encompassing 158, 162, 165, 176,
179n19, 253

entropy 90-2

errors in equations and
variables 147

event space 28-9

exchangeability 834

exogenous variables 146, 157

experience, negative function in
inference 9-10

experiment 20n7, 28, 129, 143, 168,
177n, 237, 248; Keynes 75;
computational experiment
(Kydland and Prescott) 170-5, 179;
crucial experiment (Popper) 10-13,
160, 200; natural experiment
138-9, 247

experimental design 139; and
Fisher 47-9, 72, 133, 140n10, 148,
154, 159, 164, 205, 246, 269; and
Haavelmo 136-7, 139, 144-5

extreme bounds analysis (EBA)
165-7, 168-70, 179n20

fallibilism 14, 56
falsification: see Duhem-Quine
problem; methodological
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falsificationism; homogeneity
condition

fiducial inference 49-50, 63, 65n8,
205, 267

frequency theory 21, 28, 33, 62,
64n1, 262; of Fisher 40-50, 137,
141n13, 267; and Popper 57,
65n15; of von Mises 34-40, 56,
57, 77, 137, 266-7; and
testing  250-5

Galton’s ‘regression fallacy’ 119,
124-6, 279

game theory 168

Gaussian distribution 124, 154, 218

Gauss—Markov theorem 124

Gedankenexperiment (Weber) 179n21

generalized Leontief system 187

generalized likelihood ratio test
252-3

generalised method of moments
procedure 173

goodness of fit, 101, 173; tests 169,
191-4, 208, 256; trade-off with
simplicity 101-2, 104, 113

Granger causality 150, 23940

growth requirement 17

Heckscher—Ohlin theory 265

Hicksian demand functions
187

historicism 14

Hodrick—Prescott filter 173

homogeneity condition in consumer
demand 11, 180-212, 246

homogeneity of samples (Keynes) 70,
75, 95n5, 122, 243; and
Lakatos 202-3

human behaviour, stability of 7, 164

Humean scepticism 2-8, 18, 21, 39,
81, 214, 225, 238, 244, 258, 262,
269, 274

hypothesis testing: see testing

hypothetical infinite population 42,
98, 121, 134, 140n9, 205, 267

1834,

309

hypothetico-deductive inference 55,
247, 259n

identification 149-50, 177nl, 251,
265

importance testing: see testing

incommensurability 17, 72-3, 77,
174-5

independence 31, 83

indifference theory 21, 22-5, 78, 88,
91; as basis for inductive
reasoning 25-6, 62; see also rule
of succession

Indirect Translog System 107

induction, and data reduction 41,
160; extrapolation of trends 15;
and Keynes 68-72; Mill’s four
canons 6, 260n; and null
hypothesis 46, 51; positive
function in inference 9-10;
problems of 3, 5; the scandal of
philosophy 2-3, 19n2; and von

Mises 3640
inductive behaviour 51, 249-50
inductive reasoning 18, 99

information (Fisher) 43, 46

information criteria (AIC, BIC,
KLIC) 102, 108, 254

information theory: see algorithmic
information theory

instrumentalism 41, 156, 172, 176,
177n, 216-17, 240, 213-61

INUS condition 259n10

invariance 89

inverse probability 30, 45, 67, 88,
135, 138

irrelevant conjunction 16

Kemeny’s rule of inference 102

Kepler’s laws 57, 109, 116, 118nl1

Keynes’ objections to Tinbergen
74-7, 243

knowledge, Carnap’s theory 77

Kullback Leibler Information
Criterion (KLIC) 254
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Laplace’s demon 115, 223-4, 229

large world (Savage) 85-6, 93, 272

law of demand 182-3, 193

law of error 218-19, 228

law of large numbers (Bernoulli) 18,
20n10, 36, 43, 64n2, 84, 121, 131,
140n9, 267; second law (von Mises)
37-8, 94, 120, 266; weak law
(Chebyshev) 36, 64n2

law of parsimony 100

laws of motion 171, 172

laws of nature 143, 222

least squares method 123-4, 134,
140n4

likelihood principle 45, 47, 61

likelihood theory 42, 43, 52, 53; see
also maximum likelihood

Lindley’s paradox 54

linear expenditure system (Stone)
185-6, 198, 204, 208, 210

logical positivism 8-9, 19n5, 144,
242; and Carnap 77, 276

logical probability 22, 67-9, 77-8,
80, 93, 95n3

marginalization paradox 90

Marshallian demand functions 180,
183-6

maximum entropy prior 89-92, 107

maximum likelihood 43, 44-5, 46,
63, 65nl11, 94, 101, 106, 109, 140n4,
147, 153-4, 197, 236, 257, 275n2;
global; see minimum description
length

measurement in science 217-22, 238,
258-9

method of concomitant
measurement 233-4, 260n14

method of moments 140n4, 143, 173

methodological falsificationism viii,
8-15, 12, 17, 60, 110, 159, 117n7,
177n2, 199-202, 221-2, 247-8; and
Hendry 160; and Neyman—
Pearson approach 55, 249

methodological literature, in
econometrics 248, 264-6

minimax theory 84, 94, 263

minimum description length 107-8,
109, 114, 169, 208, 216, 226, 237

minimum expected loss (MELO)
257-8

mis-specification 48, 116, 141, 158,
168, 189, 199, 211, 247, 253-4; see
also validity testing

model design 147-8, 163-5

model reductionism  98-100, 143

money illusion 188, 195-8, 201

money metric test 162, 209

Monte Carlo 206

multiple regression analysis 124,
126-7; and ceteris paribus 128-30

natural constants 216-8, 221-2, 228,
245, 269; and deep para-
meters 171-3, 216, 247; constant
laws 144, 219, 226; constant para-
meters 157; and testing 221-2

natural experiment: see experiments

naturalism 4, 227

neoclassical theory viii, 161, ch. §,
220-1

Neyman—Pearson testing viii, 50-56,
63, 74, 78, 98, 136, 138, 147, 148,
159, 162-3, 172, 176-7, 205,
249-50, 252-3, 2567, 2656, 274,
275n3, 277

non-parametric inference 140n6,
143, 189, 192, 270

nonsense correlation 119, 127-8

novel facts 160-1, 242

numerical probability (Keynes) 72,
272

null hypothesis 46, 51

Ockham’s razor 91, 99-100, 102,
105-6, 111, 117n3, 270

Ocedipus effect 14, 15, 222, 230, 273

Ohlin—Samuelson programme 265

operationalism 80, 82, 137, 139
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ordinary least squares analysis 120
orthogonalization 152, 167

parametric identification 149, 167,
170-3, 175

PC-GIVE 158

permanent income consumption
function 153, 159, 221, 265

personalist probability theory 22,
81-7, 93

place selection 39

pluralism 245

positivism vii-viii, 165, 193, 213-61,
264, 273-4

posterior odds approach to
testing 2567

pragmatism 4-5; see also Peirce

prediction 70, 102, 115, 122, 163,
177n6, 200, 208, 219, 2414,
260n15; Austrian critique 244-6

principle of insufficient reason: see
indifference theory

principle of limited independent
variety (Keynes) 26, 69-72, 76-7,
96n8, 101, 111, 131

principle of parsimony 108

principle of sufficient reason (Leibniz)
225

principle of uniformity of nature
6-7, 18, 96n8, 131, 225, 234

principle of universal causation
(Kant) 6, 224, 225, 227-8, 229, 231,
233

principle of the impossibility of a
gambling system: see randomness
condition; Dutch Book argument

prior probabilities 23, 58, 61, 65n8,
79, 87-93, 94, 102, 11011, 261n,
267, 272-3

profligate estimation: see Vector
Autoregressive modelling

propensity theory (Popper) 21, 59-60,
62

Pyrrhonism 4, 5, 223

311

‘Quetelismus’ 122-3
‘quincunx’ (Galton’s Board) 122, 124,
230

random variables 31-2
random walk model 159, 178n12
randomization (Fisher) 47-9, 65n10,
98, 129-30, 132, 145, 154, 159, 168,
233
randomness 31, 39; condition
35-6, 39, 42, 73, 83, 121, 140n7,
266; role of place selection 39
realism 156, 172, 176, 215-17
reductionism  98-100, 143, 153-6,
176; diagnostic testing 159-65;
Fisher 41; general-to-specific
approach (Hendry) 156-77, 178n9
reflexivity: see Oedipus effect
regression 72, 122-30, 237
relativity, Einstein’s theory 10
Rotterdam system 188, 190, 197-8
rule of succession (Laplace) 3, 25-6,
27, 37, 78-80, 84

sample space 28-9, 78

sampling theory 119-22, 130-5,
140nl11, 162, 163, 173

scandal of philosophy: see induction

scepticism; see Humean scepticism

second law of large numbers (von
Mises) 37, 266

selection bias 139

sensitivity analysis 54, 98-9, 143,
148, 165-70, 176-7, 249

Septuagint 75

serial correlation 127, 133; see also
spurious correlation

significance levels 5, 51, 54, 94,159,
162, 195, 234

significance testing 43, 46-7, 48, 55,
96n, 98-9, 135, 154, 162-3, 1734,
176-7, 211-12, 249-50, 268

simple regression analysis 109-14,
124
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simplicity postulate (Jeffreys—Wrinch)
26, 103-7, 109-10, 177, 2334, 236,
239, 241, 253, 264

simplicity theory 11, 98-118, 258

simplification search 209-10; and
testing 249

simultaneous equations 185, 236;
bias 147; see also Cowles
methodology

Slutsky matrix of compensated price
responses 181, 185

small world; see large world

Solomonoff-Levin distribution 106,
114, 118n9

specification uncertainty 98-9,
142-3, 152, 166-8, 173, 175, 240,
244, 263, 265-6, 271, 274-5

spurious correlation 127-8, 232, 237,
261n21

St Petersburg paradox (Bernoulli) 84

stability of mass phenomena 7

stability of statistical frequency: see
law of large numbers

statistical inference: see hypothesis
testing; causal inference

straight rule 26, 37, 79

structural econometrics 98, 113, 143,
146, 153, 171, 240
stylized facts 153, 171, 221

sufficiency 43, 45, 154
symmetric testing 253-5

target population 121

‘tea-cup lady’ test 48

test procedure and
operationalism 80

testing 144-6, 159-61, 175, 246-9;
and constants 221; methods
of 249-58, 268; importance

testing 167, 209, 250; see also
significance testing; methodological
falsificationism

theory, as part of research
programme 16, 18, 175

truth, and econometrics viii; and
inference 156, 269-74

Turing machine 106, 117n8, 272

type I and II errors 51, 178n13, 251

unbiasedness 43—4

uniform prior probability
distribution 88

uniformly most powerful (UMP)
tests 51, 53, 54, 250

universal priors 92-3, 108-9, 115

utility theory 84, 89

validity testing 158-65, 167, 248-9

Veblen (snob) goods 189

Vector Autoregressive (VAR)
modelling 98-9, 142, 149-53,
157-8, 171, 176, 177, 208; and
consumption analysis 153; and
inference 152-3; innovation
accounting 1512

verifiability principle 8-9, 77, 174

verification 174, 200, 234

verisimilitude, measurement of 11,
17, 60-2, 165

Vietnam draft lottery 139

Wald test 158, 178n9

weak consistency 43

Wiener Kreis 8, 13, 19n5, 77, 214,
278-9

zero probability of laws in infinite
domain 69
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