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A Development of a Causal Model by Principal

Component Analysis

Kazunori WATASE

The short-term economic survey (Tanki Keizai Kansoku Chousa) of the Bank of Japan includes

questionnaires on business circumstances. A purpose of this paper is to analyze causal relationships

among individual items in questionnaires by using path analysis. In path analysis, model building presents

the greatest difficulty. So in this paper, principal component analysis was used to develop a causal model.

The causal model obtained agrees with commom knowledge and path coefficients are not contradic-

tory to the coefficients of the principal components.
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