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Abstract Econometric methodologies can be evaluated based on
several criteria, including consistency with economic theory, empirical
robustness, forecasting performance, and policy relevance. Traditional
theory-driven models often fail to account for non-stationarities in economic
data—such as location shifts induced by structural changes—resulting in
poor forecasting performance, unreliable policy simulations, and, at times,
mathematical inconsistencies. This paper reviews the limitations associated
with these evaluation criteria and introduces the Autometrics approach
as a comprehensive model selection framework. Autometrics integrates
theory-driven and data-driven strategies, often resulting in more candidate
variables (N) than observations (T). The approach allows for the inclusion
of theoretically relevant variables, dynamic adjustments, nonlinearities,
deterministic and stochastic trends, and indicator saturation (IIS, SIS) to
account for structural breaks and exogeneity, while preserving the integrity
of theory-model parameter estimates. By employing a multi-path model
selection algorithm, Autometrics identifies a congruent, parsimonious, and
encompassing model through rigorous diagnostic testing of the reduction
process.
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1. Simultaneous Equations Approach (Cowells Commission)

2. Vector Autoregression Approach (VAR)

3. Dynamic Stochastic General Equilibrium (DSGE)

4. London School of Economics Approach (LSE) or Gets Approach
5. Unanticipated Location Shifts

6. Theory-Driven Approach
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1. Collinearity

2. Data-Driven Approach

3. Data Mining

4. Abstract Models

5. Non-Stochastic or Deterministic

6. Ceteris Paribus

7. Aggregate

8. Equilibrium Correction Models (EqCM)
9. Iterated Expectations
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1. Omitted Variable

2. Non-Constant Parameters

3. Frisch-Lucas Critique

4. Super Exogeneity Test

5. Automated General to Specific Approach (Autometrics)
6. Encompassing
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. General Unrestricted Model (GUM)

. Model Selection Methods

. Nonlinear Functional Forms

. Deterministic and Stochastic Trends

. Impulse-Indicator Saturation Variables (IIS)
. Step-Indicator Saturation Variables (SIS)
. Structural Change

. Outliers

9. Weakly Exogeneity Test

10. Local Data Generation Process (LDGP)
11. Data Generation Process (DGP)

12. Reduction Theory

13. Retained
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1. Mis-Specification Error

2. Tree Multi Path Selection Algorithm
3. Schwarz Information Criterion
4. Akaike Information Criterion
5. T-Student Test

6. Diagnosis Tests

7. Serial Correlation Test

8. Heteroscedasticity Test

9. ARCH Test

10. Normality

11. Chow

12. Null Hypothesis

13. In-Sample Stability Test

14. Out of Sample Stability Test
15. Invariance
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1. Overestimate
2. Data Generation Process
3. Congruent Test
4. Parsimonious

5. Hendry Moore
6. Identification
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1. National Account

2. John Fitzgerald Kennedy 1960
3. Sims

4. Lucas

5. Real Business Cycle

6. Sargent

7. Sargan

8. Blanchard
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