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Correctly Understand the Guidance Role of

Economic Theory in Social Economic Practice

Yang Dongsheng
(CCER, Peking University, Beijing 100871;
RDI, Chinese Academy of Social Sciences, Beijing 100732)

Abstract: The author holds that, strictly speaking, economic theories are inconsistent with the
social economic practice. The inconsistency may only be resulted from the following three
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channels: (1), the inconsistency of the assumptions of the theoretical model with the true
constraints of social economic reality; (2), the inconsistency of the theoretical model itself with the
underlying true model determined by social economic reality; (3), the inconsistencies that are
possibly contained in the logical reasoning process within the theoretical model. The author
further argues that (2) is a fundamental source of the inconsistency between economic theory and
social economic practice and the failure of economic policies. Since it is hard to overcome (2)
completely in economic research activities, so we should not have blind confidence in economic
theory in our social economic practice.

Key Terms: Economic Theory; Theoretical Model; Robustness
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