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Dennis S H E R W O O D  

Financial Modelling: A Practical Guide 

Gee and Co, London, 1983, xiv + 434 pages, £24.50 

The purpose of this book, as stated in its own 
preface, is " . . .  to help the business manager to 
achieve success in financial modelling". The book 
itself runs to over 430 pages and comprises four 
main parts entitled respectively: Fundamentals;  
Technology; Methodology; Solutions. 

Even allowing for a broadening of the scope of 
potential readers to include practising financial 
modellers, of any level of experience, I can think 
of no one to whom I could recommend this book. 

In general the book is presented in a rather 
dogmatic style and, although containing some use- 
ful advice, its structure, wordiness and overall 
accuracy is such that a significant effort is likely to 
be required on the part  of the reader to separate 
the useful from the misleading and the wrong. 

Many of the chapters would benefit from a 
section at the end summarising the salient points 
covered in the chapter but, even with this, struct- 
ural anomalies and inconsistencies would remain. 
A small but illustrative example of how the good 
advice contained in the book is not presented as 
efffectively as might be is that relating to the use 
of unconditional GOTO's .  At page 103 we are told 
that they should be " . . .  avoided at all costs: there 
is always another way to write the program . . . " ,  
at page 230 we are told that they " . . .  should, as 
far as possible, be avoided. In almost every case, 
there is an alternative way . . . "  and at page 236 we 
are told that they " . . .  should be used with great 
caution . . . " ,  while at the same time the author 
uses unconditional GOTO's  in the example pro- 
grams used to illustrate several of his other points. 
Whilst not arguing with the sentiments being 
expressed, I find the style of presentation less than 
conducive to clear communication. 

The book contains several errors and incon- 
sistencies. For example, extremely serious pro- 
gramming errors in two of the example programs 
which could cause the program to crash; a state- 
ment, only correct in very few cases, that micro- 
computer operating systems ( C P / M ,  Apple DOS, 
etc.) reside in RDM; an unusual interpretation of 
whether Micromodeiler, Micro-FCS, and Micro- 
Finesse are or are not spreadsheet programs. 
Though not serious in themselves, unless the pro- 

grams were to be copied verbatim, the above points 
do raise questions about the extent to which the 
contents of the book have been researched and the 
programs tested. 

A valuable teaching aid appears to have been 
missed in the presentation of the worked exam- 
pies. In the main these follow the format of a 
statement of the requirements followed by the 
solution. The coverage of alternative methods of 
meeting the requirements or of the reasons for 
selecting the chosen method could be improved 
upon. Even where alternative methods are men- 
tioned the list is arguably not complete. An exam- 
ple illustrates. In the case of the circular relation- 
ship: average cash balance determines interest paid 
(or received) which in turn affects average cash 
balance, etc; we are told that "There  are two 
solutions to this problem":  (a) solve using simulta- 
neous equations; (b) assume that interest is paid or 
received at the year end. No mention is made of 
the commonly used technique of iteration. 

The final chapter entitled 'Multi-Dimensional  
Modelling' is an exercise in matrix manipulation, 
and includes lessons in matrix addition and multi- 
plication. I doubt whether this is appropriate read- 
ing for a business manager or whether such a 
person would understand why, for example, varia- 
ble costs are represented as a diagonal matrix but 
fixed cost as a column vector. 

Notwithstanding the fact that the book does 
have some useful advice to impart, my main feel- 
ing on reading it in full was that it was hardly 
worth the effort for the experienced, and could be 
misleading for the inexperienced, financial mod- 
eller. 

T. H O BS O N 
Shell U.K., Exploration and Production 

Aberdeen, Scotland 

M.E. BEESLEY, P. GIST and S. G L A I S T E R  

Cost Benefit Analysis and London's Transport 
Policies 

Volume 19, Part 3 in: Progress in Planning, Per- 
gamon, Oxford, 1983, 99 pages, $20.00 

Recent tidings about London Transport  being 
on strike underline the timely political interest of 
the study of Beesley, Gist and Glaister. The strike 
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seems to be directed against governmental plans to 
make the London Transport  Executive (LTE) less 
dependent on the Greater  London Council and its 
subsidies. The present LTE's  Corporate objective 
is maximising passenger mileage subject to a 
financial constraint (the subsidies). The authors 
wonder if this simple and elegant aim, which offers 
the opportunity to judge projects on the basis of 
tradeoffs between money and passenger-miles, re- 
ally indicates the wider implications of public 
transport changes. They present a social cost be- 
nefit analysis (SCBA) and apply it to several case 
studies in fare and service changes in buses and 
underground. The results are compared to the 
LTE's  objective. The impacts of fare and service 
changes in public transport are numerous. The 
authors limit their analysis to direct impacts on 
the users and suppliers of public and private trans- 
port. The users are affected by changes in fares 
and travelling times. The suppliers experience 
changes in operating costs. The changes in travel- 
ling times are transposed into money terms too. 

For example, closing a tube station means that: 
- some tube users have to ' p ay '  more (in time) for 
their trip; 
- some tube users ' p ay '  less (in time) because they 
get a faster non-stop connection; 
- some tube users shift to bus, train or private car 
and consequently increase the travelling times of 
the users of these modes; 
- the operating costs and revenues of the under- 
ground diminish; 
- the operating costs of the other modes of trans- 
port  and revenues of bus and train increase. 

The aim of the study is to calculate the net 
social effect and to compare it with the change in 
subsidy. 

The authors pay extensive attention to establish 
relevant price elasticities. In order to present long 
term forecasts concerning the impacts of fare and 
service changes on the use of the different trans- 
port modes they present extrapolations, trended to 
1991, of elasticities. These extrapolations, based 
on elasticities applying to 1971 and 1981, seem to 
be hazardous and dangerously important to the 
final outcomes of the analysis. An increase in the 
use of the private car means more congestion, 
lower speed, fewer cars per unit of time and an 
increase in travelling time. The authors derive 
several speed-flow relationships of the form Flow 
= a 0 + a I • speed 2 for different areas in London. 

To complete the impacts calculating model, de- 
mand functions (based on the price-elasticities), 
operating cost formulae and waiting time func- 
tions of the public transport modes are presented. 

The model is used to calculate the impacts of 
eight global cases: 10% changes ( +  and - )  in 
LTE-rail and bus, in fares and miles. Moreover, a 
number  of individual cases, like reduction in 
services on specific routes, is analyzed. One of the 
most interesting among the numerous results of 
this SCBA is that by smartly choosing combina- 
tions of cases, the net social benefit of LTE can be 
increased without increasing the amount  of sub- 
sidy. Another important conclusion is that the 
existing restricted passenger miles maximisation 
rule at LTE is globally reflecting its net social 
benefit, though individual cases differ widely from 
that ru'Ae. 

Beesley, Gist and Glaister are neither strangers 
in Jerusalem nor in London. This paper, which is 
an abbreviated version of a report to LTE, shows 
their thorough knowledge of the passenger trans- 
port  sector. Its strength lies in the straightforward 
result-oriented way of the analysis, its weakness 
lies in the assumptions, like the elasticity trends, 
and in the impacts which have been (consciously) 
neglected, like external effects of transport. Still, 
the study is a pure example of a bridge between 
science and management.  It is even a warning to 
the government: "There  are more things in heaven 
and earth, Horatio, than are dreamt of in your 
philosophy" (of private entreprises). 

A.A.L H O L T G R E F E  
Nederlandse Spoorwegen, Moreelsepark 1 

Utrecht, Netherlands 

Jacques-Franqois THISSE and Henry G. Z O L L E R  
(Eds.) 

Locational Analysis  of Public Facilities 

Volume 31 in" Studies in Mathematical and 
Managerial Economics, North-Holland,  Amster- 
dam, 1983, x +445 pages, Dfl.150.00 

This book is a collection of 21 studies dealing 
with " the  problem of public facility location both 
from the perspective of economic theory and op- 
erations research". The aim of the book is de- 
scribed and an introduction to the problem is 


