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Abstract-The collection of works given in tlre Selected
Bibliography forms a research direction in mathematical
economics. The article is aimed at clarifying what is common in
these works and what makes them different from other studies in
related fields. The common main features are the following: the
works (1) describe dynamic systems ; (2) are modelling not only the
real sphere but also the control sphere; (3) formalize behavioural
regularities of the socialist economy; (4) suppose no optimizing
behaviour, but only that the decision-maker possesi". .o.i
response function; (5) focus on non-price signals; and (6) focus on
non-Walrasian states of the economy. They wish to contribute to
the elaboration of a descriptiue-explanatory (positive) theory.
They wish to explain what is in the socialist systém and why, aid
not to tell what should be. These are researches made at the lével of
'pure theory', therefore models are based on rather abstract
assumptions. Finally, the article discusses research tasks.

these properties, successively, as we go along the
more detailed description of our 'model family'.

The total length of the literature listed in the
Selected Bibliography adds up to several thousand
printed pages. The present survey cannot aim at
completeness. It can provide only a few insights into
some characteristic features of our research
direction, leaving many important questions
unanswered. For more detailed discussion the reader
may consult the books and articles indicated in the
Selected Bibliography.

The review will give grounds for dispute with some
other trends. At the end ofmy article,I shall outline a
few research tasks.

2. AN EXAMPLE:
THE ORDER SIGNAL MODEL

Of the large number of models of the Selected
Bibliography, we shall take one-not because it is
considered to be the best or most complete one, but
because the reference to a relatively simple example
will make it easier to explain the propositions. The
model of the economic system based on stock and
order signal was constructed by the author with
András Simonovits' collaboration. (See Selected
Bibliography No. 11 and No. 12, Chapter 12.)

The economy has n sectors, connected by real
input-output flows of the Leontief type, at the usual
assumptions (linearity, no substitution, etc.). The
functioning of the economy is described by a linear
difference equation system. The model is summed up
as follows [2] :

Identity of production and sales

r(t) : y(t),1
(production) (sales)

1. INTRODUCTION
THn corrEcTloN of works given in the Selected
Bibliography at the end of the present article forms a
research direction. [1]* It is the common feature of
them all that they use mathematical models and a
systems theory approach in analyzing economic
problems. This is also done, however, by several
other works. My article aims at clarifying what is
common in the works included in the selected
Bibliography and what makes them different from
other studies in related fields. The mainstream of
contemporary mathematical economics reflects the
theoretical influence of neoclassical economics.
There aíe a few important 'currents' outside the
mainstream, modern versions of Ricardian and
Marxian theories, institutionalist approaches etc.
The research direction surveyed in the present article
shares a few characteristic features with these
schools, but it is clearly different from them in many
other attributes. The reader will get acquainted with

* Numbers in brackets refer to explanatory Notes which follow
the Selected Bibliography.
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Input stock balance
v(t + |) : v(t) - A<y(t). I) + y(0 Q)
(input (producer's (purchase)
stock) consumption)

in which,4 is the Leontief matrix of the current input
coefficients.

order st,ock

K(í + 1) : K(r) + Z(t) - Y(t) (3)

(order (order) (sales)
stock)

Regulation of sales
Y(t):Y*(r-P8[,K*(r-r(r)] (4)

(sales) !:i:T" í;:T", lil:ii'
in which P is the matrix of the control parameters
(rates of reaction).

Regulation of the order
z(t) : Z*(t)- Q @ lv(t)-V"(t)f, (5)

(order) !x::T"' íffi'J,i' llffil'
in which Q is the matrix of the control parameters
(rates of reaction).

In an abstract and highly simplified form, the
model features certain particularities of the control of
the shortage economy. Within the scope of this model,
the stock of unfilled orders K(r) measures the
intensity of shortage. The measure of shortage serves
also as a signal. According to equation (4), sales (and
production) exceed what is normal if the order stock
exceeds what is normal. Because of chronic shortage,
there are no output stocks. This is expressed by
equation (1) :what has been produced is immediately
sold. On the other hand, producers wish to
accumulate input stocks. Purchase must be preceded
by order. According to equation (5), the order is
larger than normal if the input stock has sunk below
normal.

It is mathematically proven that-with certain
further conditions, not to be discussed here-the
system is viable; further, it is capable even of
growing. The regulation mechanism resting on order
signal on the output side, and on stock signal on the
input side provides for the stability of the system [3].

3. THE COMMON MAIN FEATURES
OF THE MODELS

And now let us leave the illustrative example. We
shall lay down the six main characteristics which are
shared by the models treated in the works of the
Selected Bibliography.

(a) Dynamic systems
Our models describe dynamic systems. Their

mathematical form is either a differential or a

difference equation system. Some of the works-not
all-make use of the apparatus of control theory.
This was the case with our example: the stock and
order signal model given under Section 2.

This is a feature separating our works from a large
part of mathematical economics in which static
models are used.

(b\ ReaI sphere and control sphere |4]
Many works of mathematical economics confine

themselves to analyzing the real sphere, or perhaps
take into account the control of real processes
exogenously. This is done, for example, by most of
the analyses applying the apparatus of Leontief
models or of mathematical programming. The same
thing can be said of the classic studies discussing the
two outstanding achievements of mathematical
economics: the dynamic Leontief model and
Neumann's growth model. For example, the
Neumann model computes the optimum prices and
discount rates belonging to the optimum path at a
given criterion, but does not feed them back into the
system.

On the contrary, it is a particularity of our research
trend that signals are generated endogeneously in
the models and, relying on these signals, control
takes place endogeneously as well. Or, if that is not
the case generally, at least that part of the control
sphere is endogeneous upon which the examination
in question is centred. The model builder pays equal
attention to represent both the real sphere and the
control sphere. In our example, equations (1)and (2)

describe the functioning of the real sphere, and
equations (3)-(5)that of the control sphere. There, as
well as in all models of this research direction, the
centre of the analysis is exactly the connection
between the two spheres.

(c) Behauioural regularities of the socialist economy
In describing the real sphere, our models usually

apply standard assumptions. No attempt is made at
stressing any system-specific features ; these elements
of our models might refer to the real sphere of any
system. Our example is concerned with a production
function of the Leontief type: this is obviously a
simplification, but a rather general one, which might
be applied in the modelling of real input-output
relations of any socioeconomic system.

On the other hand, in modelling the control
sphere, it is our intention to represent system-specific
features. The researchers of this trend are concerned
with the problems of the socialist economy. Either
such behavioural regularities are formalized which
are present exclusively in the socialist economy or in
one of its existing versions, or such regularities which
are present in different economic systems, yet play a
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particularly important role in the socialist economy.
This is the situation, for example, with the stock

and order signal mechanism presented in section 2.
This regularity is also to be found with each firm, or
even with whole sectors, in the capitalist economy.yet it is much more characteristic of economic
formations in which shortage is widespread and
chronic. It is true that the control of reál socialist
systems differs from the extremely simplified,
abstract schemes of equations (4) uná 1S;. iet we
believe that those two equations represent
something-on a high level of abstraction-that is
very characteristic of the control processes of our
economic system.

For another example, I refer to the macrodynamic
model described in the study listed in selected
Bibliography No. 8. In this model, the equation
describing the control of investments formalizes
-making use of the results of Bauer's, Soós's,
Lackó's and other research work-the behavioural
regularities which have been demonstrated by the
historical-empirical observation of the Easiern-
European socialist economies. In describing other
relations as well, this model tries to reflect, in
mathematical form, the behavioural regularíties
found in the socialist economy. on the one hand the
intensification of shortage leads to pressure exerted
by customers on the producer wholries to react by
increasing supply through'rush work'. on the other
hand the intensification of shortage keeps back some
of the buyers from purchase : theywoulá rather leave
their money unspent than be forced to purchase less
acceptable substitutes.

This feature of our model rests on the
epistemological and socio-philosophical conviction
that the socialist ..onorny-uná within it, the
control of socialist economy-has got certain
regularities,rules andnorms. Although thi centre has
an important role, what takes place in the economy is
not simply what is decided by the centre. Sociat
conditions, ownership and the institutional frame-
work develop certain regularities which will prevail
as long as those conditions prevail. These reguiarities
can be observed, and described in words. And, if that
is so, they can also be mathematically formulated, at
appropriate simplifying assumptions, for models
that serve for the theoretical analysis of qualitative
interactions.

(d) Responsefunctions
We hold it to be too strong and unnecessarily

restrictive an assumption that every decision-maker
active in the economy has a utility iunction of which
he wants to reach the maxi-u-. It is not our
intention to'disprove' this assumption which is no
more in itself than an empty frame of theory. We

Instead, a much more general and less restrictive
assumption will be sufficient: on specific impulses,
the decision-maker reacts in specifi. -u.rn..s. In
other words: his behaviour can be described by
responsefunctions.In our example, equations (4) and
(5) give the response functións. In the former,
reaction on the order stock is sales, i.e. production, in
the latter, reaction on the input stockis purchase.

several studies centre their attention on a
particular form of control : control according to norm.
Social experience, habit and tradition develop
certain norms which function as.adjustment signals'.
Deviation from the norm triggers off c"ertain
reactions, which drive the system back to its normal
path. our example in section 2 uses this form: the
control reacts on the negative feedback of the
deviation from the norm of the order stock,
respectively from that of the input stock.

The control according to norm is a formalism easy
to treat mathematically. It fits in well with the
apparatus of control theory. It is recalled that one of
the main sources of inspiration of mathematical
control theory is engineering, where control
frequently applies this form. what is more, it would
carry a lot of advantage in case of quantification, that
is to say, in the econometric application of a model
originally constructed for theoretical purposes. rne
norms, that is, the normal values oi different
economic indicators are usually easily measurable.

At the same time, however, it is not at all our
intention to create a kind of exclusive dominance for
the model of control according to norm. It is one of
the 'frames' or'schemes'in *hi.h the decision and
control process can be described. In some cases it is
the best one to apply, because it accentuates an
essential motive of the process empirically ob-
servable in reality. In other cases, its use *outd b.
arbitrary or uncomfortable t5]. The Selected
Bibliography includes a few módels which do not
]prlr this type. For example, the study cited in
Selected Bibliography No. 13 describing the
functioning of the market of a shortug. ..áo-}
applies simple response functions. The buy., makes
it dependent on the expected queuing time, whetherhe will join the queue ó. effectuate forced
substitution (i.e. buy something diíferent from his
original demand)-without assuming, in this model,
that a'normal queuing time' exists.

(e) Non-price signals
In ourmodelsmany kinds ofinformation flows are

present. The majority are non-price (or, as they are
called in Western literature, not quite correctly,
'quantity') signals. I shall quote a few exampl"s. "'

mathematical economics

should rather say that it
straitjacket which binds,
the model builder.
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is felt as an uncomfortable
unnecessarily, the hands of
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-The case presented in Section 2 (Kornai-
Simonovits, Selected Bibliography No. 11):
deuiation of the order stock and of the input
stockfrom the norms.

-The model of a market with chronic shortage
(Kornai-Weibull, Selected Bibliography No.
13): expected queuing time.

-Macrodynamic model (Kornai, Selected
Bibliography No. 8): the synthetic indicator of
shortage as a synthetic representation of
shortage indicators effective on the micro-level;
further, the deuiation of consumption, inuestment
commitment and stocks from normal.

-Model of the investment cycle (Lackó, Selected
Bibliography No. 17): indicators of theforeign
trade balance and of inuestment tension.

We do not assert that non-price signals are
exclusively effective. Prices play an extremely
important role in every economic system. Of course,
it depends on the particularities of any given system,
to what extent prices or non-price signals are
effective in one or another sector. The latter are of
importance in the capitalist economy, even though
the main influence there is that of prices. In the
socialist economy, prices largely affect the purchase
decisions of households at all times. on the other
hand, central planners, non-profit institutions and
firms are less sensitive to prices and react mainly on
non-price or'quantitative' signals. It is hoped that
the reforms of the economic mechanism in Eastern
Europe will bring some change in this respect.

To assume that the economic decision-maker
reacts 'purely' on non-price signals is to simplify
reality. And it is an even stronger abstraction to
model a system in which there are no prices at all, but
exclusively non-price signals. It will be easier to
understand this aspect of our research course if it is
viewed as integrated in the history of theory of this
question. For a long time, mathematical economists
standing on the grounds of neoclassical theory had
ruled the field. Their models used oversimplified and
one-sided forms to describe the information flowing
in the economy: they assigned an exclusiue role to
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Table 1. Survey of models according to scope and aggregation

prices. If the Walras-Arrow-Debreau models
represent, in their classic and crystallized form, the
'thesis', our school represent the 'antithesis' [6].
Exactly because it comes out as an antithesis, it
stresses one-sidedly the role of non-price signals.
Obviously, in a complete theory both prices and
non-price signals must have their place, in the
proportions as they are found in real economic
systems. So far, we have made only one or two
modest steps from the antithesis towards synthesis.
(For example, the study by Martos, Selected
Bibliography No. 19, draws a comparison between
the mechanisms reacting on prices and those
reacting on non-price signals. The model by
Kornai-Weibull, Selected Bibliography No. 13,
represents a sequential decision process: the buyer
reacts first on the price, then on the non-price signal.)
We are far from satisfactory synthesis yet.

(f) N on-Walrasian state
Economic systems may be permanently in a state

deviating from the Walrasian perfect equilibrium,
which is free of excess demand and excess supply on
all markets. In reality, chronic shortage or chronic
slack shows in the production and on the market, or
shortage and slack are present simultaneously.

Let us consider the example introduced in Section
2. In this system, excess demand may be permanently
large (the normal value of unfilled orders is high),
simultaneously with a very large input stock as a
consequence of the hoarding tendency (the normal
value of the input stocks is high). The system may
move on a normal path (that is, on the non-
Walrasian'equilibrium' path specific of the system),
while permanently and consequently away from the
perfect market equilibrium.

The wide variety of models listed in the Selected
Bibliography serve for studying these chronic
shortages and slacks, permanent asymmetries, and
non-Walrasian'equilibrium' paths [7].

While the preceding six features are shared by all
the works of our research trend, they differ as to how
far they cover the national economy,oí,what extent

t
F

í
(
I

Aggregate (macro-) model on the
national economy level

Disaggregate
(micro-)model

Covering the whole economy

Covering a delimited
field of economy:
partial models

Macrodynamic models:
3,8

Models of investment cycles :

74, I7, I8,22

Models of households' consumption :

16,2l

n-sector models:
1,2, 4, 5,9, 10, 1 1, 12, 15, 19,20,
23,24,25

Partial market with queue:
13

(
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sums up the works from this aspect.

4. DESCRIPTIVE_EXPLANATORY
(POSITIVE) THEORY

Thus far the characteristic features of the models,
that is, of the apparatus of the studies have been used
to describe the research direction. Now we shall go
on to throw a light on the typical questions which
these models are to answer [8]. The question asked
by a research trend is often more characteristic even
than the answer, since the latter may be immature,
deficient or inexact-particularly if it is a fresh
courSe.

This research trend wishes to contribute to the
elaboration of the descriptiue-explanarory (positive)
theory of the socialist economy. Let us reduce the
notion to its components and consider first the
attribute: this is a descriptiue-explanatory (positive)
theory and not a normative one. We wish to answer
the question, what is there in the socialist system
(description) and why it is there (explanation), and
not: what ought to be there.

The two kinds of question-asking in a research
work are not mutually exclusive. Sticking to the
mathematical models: in many cases, the same
model may answer the question: what is there? as
well as the question: what ought to be there? For
example, an input-output balance is used to analyze
the real input-output relations of the present, as well
as to draw up a plan for the future input-output
relations. Or, a simulation model is applied for an ex
post economic history analysis up to present times,
and then the same model can be used to make
alternative progno es and help to find out, which of
the alternatives is worth realization.

While I hold it to be possible to connect the two
different questions, I venture the following remark:
most of the works of mathem atical economics in
socialist countries have not paid enough attention to
the first question so far. They have often failed to give
a description and even more often to provide an
explanation. Energies are largely spent on building
decision, planning and operation research models,
which are clearly and one-sidedly normative. Only a
few models are constructed from the outset so as to
produce a descriptive-explanatory theory on
systematically recurrent economic phenomena. The
decision models would also be more successful if
they were supported by an adequate descriptive-
explanatory (positive) theory. It would happen
then less frequently that the decision model suggests
something, and in practice something else is done.
And not always because external conditions have
developed otherwise than what was foreseen in
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else is done
because there have been some internal forces,
behavioural regularities effective in the depths of the
economic system, interests, decision-making atti-
tudes and 'conditioned reflexes' which drive the
economy to another direction than where the
recommendations of the decision model would like
to drive it.

This problem is closely connected to what was
already mentioned in presenting the main features 2,
3 and 6 of the research trend. In most cases, the
decision models cover only the real sphere and,
perhaps, also a part of the control sphere : the flow of
incomes, and the changes in costs and prices. As a
rule, they do not contain behauioral equations to
describe regularities in the actions of the actors of the
economic system, and their typical reactions on the
impulses that affect them. Economic policy is just an
exogenous factor which decides what to do,listening
to the recommendations of the planners and even of
the model builders. And yet economic policy is an
endogenous part of the system and its behaviour, or
at least some of its components are determined by
certain regularities. A descriptive-explanatory
model, or a model of double aim-positive and
normative-has to contain by all means behavioural
equations.

With the aid of an input-output balance, or of a
mathematical programming model, the computer
easily satisfies every balance equation. A planning
model may help to find out the perfect Walrasian
equilibrium of the economic system and after it has
been found, the planner will observe regretfully, that
the system has again deviated from this perfect
equilibrium-plan. An appropriate descriptive-
explanatory theory of the socialist economy is to
make it clear that, due to certain behavioural
regularities, the system will not and cannot be in a
Walrasian equilibrium, but must deviate from it
permanently.

We shall now discuss the other component of the
term 'descriptive-explanatory theory', that is,
theory. A considerable part of the works listed in the
Selected Bibliography is in the category that is called
'pure theory'. We work with strong abstractions. The
majority of the works do not aspire after numerical
results but carry out only a qualitative analysis. They
advance exactly formulated propositions and
provide mathematical proofs. (In a few cases, for
example in the studies Selected Bibliography Nos. 4
and 5 by Zsuzsa Kapitány, conjectures are set forth
instead of rigorously proven propositions, and their
validity is supported by computer simulation.)

The studies apply the following procedure in a
great part. They describe a real sphere and leave its
control to a certain well defined control mechanism.
(Of such kind is the slack and order signal
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mechanism described in Section 2.) And then they
ask such questions as:

-Is the system viable?

-Has it a normal path (that is, an'equilibrium'
path, in the mathematical sense, that may be
deviating from the Walrasian state?)

-Is it able to grow? On what does the growth rate
depend?

-Is it capable of 'self-regulation'? Is the system
stable? What constraints may lead to its
destabilization? If the system is driven off its
normal path, how fast is its convergence toward
the normal path?

-Is there any cyclical movement within the
system?

-How does uncertainty affect the system?

The first modest steps have been made in
comparing different economic systems. The dif-
ferences consist in what signals they react on;which
degrees and combinations of centralization and
decentralization are present in them; whether they
are affected by exogenous constraints, and so on.

At this point,I shall mention only two of the results
of these analyses.

One important theoretical result is this,. no(a-
Walrasian systems may have such characteristics
which have previously been proved by mathematical
economic theory to be present only in Walrasian
systems. Such characteristics are: the existence of a
normal path, viability, stability. Thus, for example,
there are models of a chronic shortage economy-
which is our main interest-in which shortage is
constantly reproduced, while the system suruiues, is
functioning, and its control is stable.

Another important theoretical result; there exists
a control mechanism which, though functioning
without price signals, is still decentralized. Economic
theory used to be prone to contrast two extreme and
one-sided types: the perfectly centralized system in
which there are 'quantitative' signals, and the
perfectly decentralized system in which prices
exclusively serve for signals, It has been proved that a
third type exists (more exactly, a whole family of
systems), in which there is no price signal and yet it is
able to function relying on a decentralized flow of
information and decentralized decisions. (The
system presented as an example in Section 2 is a
member of this family: every producer decides
independently on production, purchase and sales,
relying on the observation of their own stocks and
unfilled orders.)

5. RELATED TRENDS
We have come to the end of the description of our

research direction. In the Selected Bibliography,
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those mathematical models are listed which share
the six main features discussed in section 3 and which
try to answer the questions outlined in Section 4, that
is, which claim to be a descriptive-explanatory
(positive) theory.

I have included in the Selected Bibliography a few
works the authors of which do not expressly declare
to belong to this trend. I did not make it dependent on
the authors' agreement, but on the properties of their
studies, whether to consider them to belong here.

on the other hand,I did not include certain works
which, though showing affinity to our research
course in a few important features, are different in
some other essential respects.

First of all it has to be made clear that the present
article is concerned only with works using a
m athematic aI apparatus. Simultaneo usly with them,
and in a close intellectual interaction (what is more,
in a few cases of the same author), a number of
analyses were made which agree with or are close to
those discussed here, as for their way of asking
questions, their approach and initial assumptions, as
well as conceptual system-only they do not use
mathematical models for their analysis. These
'verbal' models are also characterized by the six
featutes speci ed in section 2 o{ the present artic\e:
(1) dynamic approach; (2) examination of the
connection between the real sphere and the control
sphere; (3) an attempt to reveal the behavioural
regularities of the socialist economy; (4) no
optimizing behaviour of the actors of the economic
system is assumed; (5) a particular attention paid to
non-price signals ; (6) a particular attention paid to
the non-walrasian states. As a matter of fact, awide
research trend is under discussion, which strives for
elaboration of a descriptive-explanatory theory of
the socialist economy, and in which the mathema-
tical and non-mathematical'sub-trend' live parallel
and intertwined [9].

The most important international research
current that shows several similarities with the
research trend ofmathematical economics treated in
this article is the so-called 'disequilibrium theory'.
This made its appearance in the Western literature
under the influence of Keynesian macroeconomics,
as a partial revision of Walrasian microeconomics.
Clower, Barro and Grossman are its pioneers;
Benassy, Grandmont and Malinvaud followed them
[10]. Most members of the 'disequilibrium school'
study the capitalist economy, though a few
remarkable works on the socialist economy have
also been published U 1]. At this point we cannot
explain in detail in which points their position and
methodology agree with ours and in which points
they do not. In any case, we may consider the
adherents ofthe'disequilibrium theory' as our'allies'
in our efforts.
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our research direction addresses similar issues as
some scholars who could be classified as 'insti-
tutional economists'. Here is a short list of such
issues : adjustment, homeostatic and accommodat-
ing control processes, bargaining and negotiating,
information flow between human actors etc. [11].Our results may perhaps contribute to the
mathematical form alization of some instutionalist
theories.

There are other tendencies and schools as well
with which we have similar views in one, two or more
important theoretical and methodological questions.
Thus we do not feel isolated in our experiments.

6. RESEARCH TASKS
The total volume of the works listed in the selected

Bibliography is huge. yet we must say: this is still
only the beginning. For the time being, the models
applied are rather simple and the results modest. I
shall select just three of the multitude of tasks.

(1) With some of the ready models the ordinary
further steps ought to be taken : to try to lift or weaken
the assumptions which are the most restrictiue and
most simplifying on reality. A great number of our
models use linear forms to describe such inter-
relations which ought to be given in a non-Iinear
form; in several of our models constraints, should
be included, and so on.

(2) It would be useful to extend our research to
subjects that have not been treated before. Thus for
example it would be important to model price
formation, and the reactions on prices,in the spi.it or
the theoretical and methodológical ideas *Li.n t
outlined in the present article.

Let us first take the examination of priceformation.
Some so-called'price models'are well known. They
have been constructed with great care and ttrey rrave
an important role in the preparation of decisions
concerning prices in Eastern Europe. They describe
internal relationships of costs aná prices, in most
cases with the aid of Leontief models. They are apt to
give a conditional forecast: in which way the prices
would change, if theprice of one or another prbduct
or of production factor changed, or if other cost
factors or calculation principlei were modified. On
the other hand, they do not answer the question (the|
have no intention of answering it), which behaur)urál
regularities are present in the acfual formation of
prices, including the behaviour of those who exert an
influence on price determination.

In order to examin ethe fficr of prices, economy is
to be divided into two parts. The éffect of consuÁe.
prices on households has been sufficiently treated in
Hungarian literature, however, less attention has
been paid-with a few exceptions-to the analysis of
those specific circumstances (shortages. adminis-

mathematical economics

trative regulation), which damp the
sumer prices in the socialist economy.
exceptions have been included in
Bibliography (Nos . 16 and,21).
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effect of con-
The sporadic
the selected

The effect of prices in the sphere of enterprises and
non-profit institutions has been hardly discussed in
the Hungarian (or other Eastern-European) literature
of mathematical economics.

The research tasks indicated here are intertwined
with another highly important subject: the
descriptive-explanatory theory and mathematical
models of the inflation trend preuailing under the
socialist economic conditionsought to be worked out.Only the initial steps have teen taken in this
direction.

(3) With a few exceptions, models of 'pure theory'
are included in the Selected Bibliogiaphy. The
following step is econometric unályri. |12f :

transformation and development of the theoretical
models in a way that the model can be quantified.
The regularities revealed by theory ui. to be
considered as hypotheses which must be tested by
econometric methods: supported, improved or be
rejected. (The following works of the selected
Bibliography are in the econometric field: Lackó,
Nos. 16 and 17; Simon, Nos. 21 and 22; Kyn et al.,
No. 14; Maresse, No. 18.) The work is enormous
which waits to be accomplished.

At this point,I wish to make a few remarks on the
situation of econometrics in Hungary. In the last
10-15 years it has made good progress; there are
quite a number of economists well versed in it ; one or
two strong research groups have been formed. The
main difficulty is, in my opinion, that a considerable
part ofeconometric research works lack a theoretical
foundation. Ever since econometrics has been
present in economic science of the world, the
question has been recurring : is it possible to measure
without theory? The question is being asked in
Hungary, too. In my opinion, in the ma3oiity of cases
the following order of succession is inóvitóle : firs;teconomic interrelations must be theoretióally
clarified and upon this basis hypotheses set up, unJ ia
is only after that measuring and the econtmetric
testing of the hypotheses can take place.

A number of econometric researchers went
straight to measuring, bypassing theoretical clarifi-
cation. They have relied on good luck, *aiting f*
some interpretable result to emerge in the courie of
their computations. If I wished 1o caricature the
situation, I might add: they have always imported
the latest Western model, without considering
whether the theory underlying the model fits the
specific conditions of the socialist ..ono-}.
Meanwhile, they have neglected the Hungariá
theoretical researches centred on the understanding
of the specific features of the socialist economy. 

a
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I have no intention of blaming econometricians
alone for the present situation. Certainly, theoretical
economists are also guilty of negligence: they have
failed to initiate cooperation, to suggest the
econometric examination of their theories. In any
case,I do hope that the situation will change and the
number of econometricians will be growing who
adopt the research tasks outlined in this article and
are prepared to contribute to the elaboration and
empirical analysis of the descriptive-explanatory
theory of the socialist economy.

7. A SHORT CLOSING REMARK
The research direction set forth in this article is not

intended to be a scientific monopoly. On the one
hand, it is complementary with other research
activities. It aims at elaborating a descriptive-
explanatory positive theory, therefore it has to be
complemented by normative researches. It is of
theoretical character, and has, therefore, to be com-
plemented with more practical investigations.

On the other hand, competition is necessary.
Several competing trends together may come to
better understand the function of the economic
systems and to work out useful proposals for their
improvement.
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