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T W O significant modern trends in 
economic analysis seek to make 

it a more serviceable instrument in 
understanding empirical economic 
reality. The first is towards the 
development of a macro-dynamic 
theory and the second, towards a 
more realistic turn in micro-static 
analysis. 

The point of departure with re
gard to the first trend is to be tra
ced to Keynes. The tools which 
Keynes developed were very useful 
in the recent attempts to build a 
macro-dynamic theory; for now it is 
possible to give empirical content 
to economic principles. More refined 
tools are now available to continue 
the line of development which started 
with Ricardo-Marx-Schumpeter and 
was given up for a long time. A 
systematic development of these 
modern trends is found in Mrs 
Robinson's Accumulation of Capital, 
in which like Ricardo-Marx. but with 
greater elegance, she has linked up 
the theory of growth with the theory 
of distribution. Of course, her 
theory lacks the wider historical-
sociological setting of Marx but. 
then she is quite aware of this 
lacuna. 

The neo-class. cists gave up all 
attempts at continuing the line of 
development in economic analysis, 
started by Ricardo and later perfect
ed by Marx and Schumpeter. Instead, 
they applied calculus to economic 
analysis and developed a formal 
structure of analysis, which was 
more elegant and logical than the 
classical analysis but which at the 
same time was hardly of much use 
in understanding empirical economic 
reality. They gave up macro-dyna
mic analysis; and hence they had 
hardly anything to say about the 
changing economic reality. The 
micro-static theory which they deve
loped was hardly realistic and turn
ed out to be mere tautological for
mulae. However they used tools 
more refined than were available to 

*For a clear and admirable state
ment in non technical language of 
what Ricardo, Marx and Keynes 
tried to do, see John Strachey, Con
temporary Capitalism. 

the classicists and developed the 
concept of an interdependent eco
nomic system. Walras's contribu
tion, though formal, was very im
portant from the point of view of 
economic analysis as he, for the 
first time, conceived of economic 
reality as an interdependent system. 

The formal analysis of the neo-
classicists is now being reformulated 
with a view to giving it more empi
rical content. The first attempt in 
this direction was made by Leontief 
in his Structure of American Kro
my (1939), where he tried to 
describe the structure of the Ame
rican economy on the basis of the 
Walrasian theory of general equili
brium. For doing this, he had to 
segregate final consumption, as it 
was difficult to give any precise em
pirical content to the theory of con-
sinners' behaviour. However, on 
the production side, by assuming 
specific functions in place of gene
ral functions of the neoclassiciuts, 
ho was able to give a precise 
description of the input structure of 
the American economy. His static 
input-output analysis is useful in 
describing an empirical economic 
system as well as in measuring pre
cisely the changes In its structure. 
Further, with the dynamic formula
tion of his input-output analysis, it 
is possible to predict economic 
change for a short period of time on 
certain assumptions regarding final 
demand. Moreover, this dynamic 
input-output analysis provides a 
planning technique for countries 
which intend to plan their develop
ment. It is high time that this deve
lopment is included in textbooks on 
economics; for, students can now 
understand clearly the relevance of 
general equilibrium theory for the 
purposes of understanding economic 
reality. 

However, a creditable attempt is 
made now by Helen Makover to link 
up the other reformulation of some 
aspects of the micro-static theory 
of the neoclassicists called Tnear 
programming' or activity analysis' 
with the main body of economic 
analysis. This reformulation also. 
like that of Leontief's. substitutes 
specific functions for general func

tions and thus by making all ele
ments explicit and all relations 
clear, it makes it possible to put 
empirical content in this part of eco
nomic analysis. This development 
is very recent and owes its origin 
to the attempts in the post-war 
period in the United States at solv
ing certain practical problems. 
Much of the work in question is 
directed towards 'operational econo
mic planning' or the formulation of 
the principles of optional utilisation 
of scarce means in such terms, and 
for such limited projects, as can be 
given quantitative empirical con
tent in an actual factory, or on an 
actual railway system. The whole 
treatment is mathematical and deals 
wi th maximisation or minimisation 
of some magnitude. As such, this 
method can be easily applied to the 
theory of a firm or a Crusoe eco
nomy, thereby making economic 
analysis more realistic and more 
meaningful. 

And this is exactly what Dr Mak
over is t rying to do. Students would 
be greatly benefited if this new refor
mulation of the neoclassical theory 
is integrated with the main body of 
economic analysis. Their under
standing of economic reality would 
improve and they would appreciate 
the relevance of economic analysis 
for solving practical problems. An 
other such attempt at integrating 
linear programming with the main 
body of economic analysis Is made, 
it appears, in the forthcoming book 
Linear Programming and Eco-
nomic Analynis.* These new trends, 
it seems, wi l l slowly get absorbed In 
the text-books on economics and 
students would now find that econo
mic analysis is useful for under
standing day to day practical pro
blems. 

If the modern trends in economic 
analysis continue and further if at
tempts are made to cast economic 
analysis in a wider historical-socio
logical setting, Economics would 
certainly become a true empirical 
science, which it professes to be to
day. 

Linear Programming and Econo
mic Analysis. Edited by Samuelson 
etc, MacMillan & Co 
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