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ECONOMICS AND ECONOMETRICS (I) 
 

1. What Econometrics is it? 

Based on its denomination, Econometrics has to measure the economic phenomenon or process. Although 
the most definitions evoke, as being the essence of Econometrics, the application of mathematical 
statistics to the economic phenomenon or process, this is only one of the ways to use Econometrics (it is 
true, the most applied worldwide). But, in our opinion, the fundamental purpose of Econometrics – to 
provide the most appropriate and significant tools to measure the economic objects – is not yet achieved. 
The cause for such a situation is, of course, the naïve instrumentalism under which the majority of knowers 
and users of Econometrics have fallen. It might be useful to remember that one of the most crucial issues 
of quantum theory was (and still is) the measurement of the quantum objects – see Planck’s quanta or 
Heisenberg’s indeterminacy – while Econometrics still believes such an objective is not of importance. On 
the second part of the subject we’ll resume this issue.  

2. How Econometrics works it? 

It is well to be mentioned that Econometrics – as it is understood at large – bypasses the most important 
step in its working, namely the economic phenomenon/process measurement, taking as such the 
statistical registered data. However, even so, let’s see what, in fact, Econometrics does.  

(a) First of all, Econometrics cannot do anything without an economic hypothesis about the economic 
object (phenomenon, event, process, etc.). What an economic hypothesis is it? An economic 
hypothesis is a sentence (proposition) expressed verbally or symbolically, about a causality or a 
correlation associated with an economic object (sometimes, the hypothesis concerns a result in 
the future, acting rather as a conjecture). Since Econometrics is not a science, but at most a method 
and at least a technique (tool), such a hypothesis or conjecture must mandatory be external to 
Econometrics itself. So, the hypothesis (conjecture) must be provided to Econometrics usually by 
the economic theory or economic epistemology. 

(b) Secondly, as a result of the above mentioned, Econometrics empirically tests the hypotheses or 
conjectures. In such of end, it verifies certain properties of empirical data associated with the 
hypotheses (conjectures), in order to mathematically guarantee the quality and robustness of the 
results of testing. To be mentioned that the data series (time series, cross series, or panel series) 
analysis is completely determined by the nature and the „power” of the hypothesis (conjecture). 
Unfortunately, many times, many fundamentalist econometrists start and stop their work 
exclusively on those data series, providing results which are not required by any external 
hypothesis or conjecture, that is, which exhibit not at all a scientific interest or any usefulness. Of 
course, many such „products” are taking over in CA (Clarivate Analytics) publications ensuring the 
„scientific” status of the authors. 

(c) Thirdly, Econometrics can on its own capture the correlations only (either by time, or by space, or 
by time-space) among the empirical data used. Even in the fortunate (but rare, as I saw) case when 
it respects its nature and potential – that is, to empirically test of the scientific hypotheses – if the 
tests are positive is just the hypothesis which is corroborated, and if the tests are negative is also 
just the hypothesis which is rejected (falsified). So, Econometrics cannot on its own discover any 
causality, but only factually corroborate or reject the causality expressed by the hypothesis in the 
case. 
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3. Need we Econometrics? 

The answer is, undoubtedly and without any hesitation, yes. The sophisticated and mathematically deep 
grounded bases of handling massive empirical data series which are almost unintelligible for any individual 
mind are, in my opinion, without alternative. The problems are, however, as big as the potential of calculus 
provided by Econometrics is. As there are poets who write poetries without knowing about Poetics or 
Aesthetics, there are also econometrists who write articles in Econometrics without knowing about the 
economic theory or about the economic epistemology which put, together with the mathematical 
statistics, the econometrical bases.  

The greater orderer of econometric studies is the economic policy, which requires calibrations for 
behavioral parameters regarding the real and the nominal economy, as well as predictions about the main 
economic trends and variables. Of course, the economic policy (no matter the fiscal policy or the monetary 
policy) don’t require causality identification, but only stable correlations identification. As we have seen, 
Econometrics can provide exactly that (although nothing more). 

Providing stable correlations about the economic phenomenon (process) is not at all un-significant or un-
important. Although such a service is a very positivist one, if no knowledge is required but only a stable 
piloting of the „economic object”, it is enough useful.  

4. Risks of using Econometrics too enthusiastically 

Similarly with any other field of the human action, the danger with Econometrics comes from its 
exaggerations. I think there are at least three directions in which the un-limited enthusiasm of the 
econometrists which don’t like the economic theory or economic epistemology might (but, in many cases, 
they already did it), unfortunately, move the honest Econometrics. 

(a) failing in empirical testing the hypotheses (or conjectures) because ignoring the limits of 
Econometrics and, more specifically, its dependence from economic theory or economic 
epistemology. In such cases, the Econometric games remain mere mathematical speculations, 
even in the cases where the statistical rules are scrupulously respected. In this context, applying 
Econometrics to empirical data are not more than quantitative exercises which do not serve 
anyone (with the exception, of course, of publishing articles in specialized journals); 

(b) trying to make induction from the empirical data manipulations. The danger of induction is for 
hundreds years put into evidence, because any induction is passible of false. Logically, here the 
major premise is inferred from the conclusion, an operation which is forbidden into a syllogism. 
Unfortunately, again, we meet many too enthusiastic econometrists which never heard about 
the syllogism or about the philosophy of science and, consequently, deliver „laws” (more 
exactly, covering laws) from the most trivial data analyses; 

(c) although making predictions based on the parameters established econometrically is not 
prohibited (because, especially, a prediction not mandatory needs causalities, but it could 
„functions” based on mere stable correlations), to pretend by this or starting from this (as the 
positivists claim) that Econometrics be associated with science is too much and even „illegal”. 
A science must primarily to offer explanations, that is, descriptions of causalities (what 
Econometrics cannot do), and based on them, to make predictions. Inversely, to make 
predictions which are not based on explanations but on stable correlations, is not sufficient to 
derive the explanations. Unfortunately in such a direction we can find also many „actors” in the 
econometric field. 


