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TRYGVE HAAVELMO
Economics, 1989

Olav Bjerkholt

INTRODUCTION

Trygve Haavelmo was born at Skedsmo in 1911 and grew up in Strømmen. His antecedents were farmers
in Hallingdal, but his father had left the family farm to pursue a career in teaching. Haavelmo sat his
university entrance exam (“artium”) in 1930, studied economics and graduated in 1933 with a cand.oecon
degree. During his last two years at university he attended lectures by Ragnar Frisch, who had recently
returned from the US.

Haavelmo’s time at university coincided with the worst years of the Depression. According to what
he divulged many years later, he was initially attracted to philology or some form of engineering, but opted
for economics because the course’s brevity meant it could be completed in three years.

Frisch probably recognised Haavelmo’s talent for research at the statistics seminars which formed
part of his studies. After graduating, Haavelmo was offered a research assistant job at Frisch’s Institute of
Economics. This was the start of an apprenticeship from 1933 to 1937 at Frisch’s statistical laboratory.
Haavelmo quickly proved an invaluable assistant to Frisch and his many econometric projects, a term
Frisch coined originally to designate the application of mathematical and statistical techniques for
ascertaining economic relations. The term was still not widely used by economists. Frisch played a key role
in the founding of the Econometric Society in 1930, and few, if any, had a better command of econometric
ideas and techniques during these years.

With such a beginning, Haavelmo’s career and research would be strongly influenced by Frisch’s
activities. This is true also of the Nobel Prize awarded Haavelmo by the Royal Swedish Academy of
Sciences. Admittedly, a 1944 dissertation and two papers, published in 1943 and 1947, which were
highlighted in the award citation, were written in the US under and just after the Second World War, far
from Frisch and his laboratory.1 But the main problem Haavelmo addressed stemmed from his time as
Frisch’s research assistant. It was concerned with whether there existed a fully satisfactory way of
validating an economic theory by confronting it with the statistical data. Indeed, Frisch had asked this same
question, and approached it with great originality and energy. It was, in fact, nothing less than the
fundamental problem of econometrics.

After four years at Frisch’s laboratory, Haavelmo, like the journeymen of old, embarked on a
period of travel. Because of the outbreak of war, however, nearly a decade would pass before he returned to
Norway for good. Not many in his position in 1947 would have elected to leave a promising scientific
career at the University of Chicago for Norwegian austerity.

Haavelmo wrestled with scientific problems throughout these years in exile, including the four
years he was mobilised to work for the Norwegian government, 1942–5. He ascertained at an early stage
that Frisch’s approach to the basic econometric problem was inadequate and developed in consequence a
model based on probability theory that proved enormously fertile. Haavelmo’s results would play an
absolutely crucial role in the development of econometrics as a science in the post-war period.

Following his journeyman period, Haavelmo was professor at Oslo University for thirty-one years.
Norwegian students of economics therefore enjoyed the fruits of Haavelmo’s work in this period. He was



given from the outset the main responsibility for teaching economic theory. He performed that task
superbly, offering students his analysis of issues about which the textbooks often said little,
and was always well prepared.

Frisch and Haavelmo worked together at the university for fifteen or twenty years, before Frisch
retired. While the efforts of both went largely into developing scientific techniques, they also shared what
both probably felt was a self-evident principle: that the real point of econometric methods and the study of
economics was to improve social conditions. Haavelmo’s Nobel Lecture on “Econometrics and the Welfare
State” is symptomatic of this outlook.2 While Frisch pursued this goal after the war by constructing
large-scale mathematical models for economic planning, Haavelmo chose to concentrate on elaborating
economic theory as a sounder basis for empirical studies and social planning.

The most important results Haavelmo contributed to international research after the Second World
War were formulated in two monographs, not particularly voluminous in terms of column inches, but
formidable in terms of substance. The first concerned problems related to economic evolution, a field
which by then still lacked theoretical treatment.3 Haavelmo’s work broke new ground, anticipating several
ideas that would much later become mainstays in the literature. The second monograph dealt with
investment theory.4 Haavelmo’s interest in the field can be traced back to his studies of the works of the
great Swedish economist Knut Wicksell, and to his interest in and critical assessment of John Maynard
Keynes’s revolutionary contributions to macro theory in 1936. Haavelmo’s investment theory became a
classic too, and had a significant impact on empirical studies of investment behaviour.

Haavelmo neither sought nor received public attention in proportion to his exceptional merit as a
social scientist. He had no desire to be in the limelight, and turned down honours awarded him almost as a
matter of principle. As an economist he participated in other areas of activity than teaching and research.
He took on numerous scholarly duties apart from teaching, and was, not least, in demand as a member of
professorial appointment committees and a visiting lecturer in the other Nordic countries. He was active in
professional and more general forums, giving speeches and addresses which invariably contained original
and fertile opinions, often combined with criticism of unreflected thinking. He was involved in an advisory
capacity in economic policy-making, both as an expert and politically through his contacts in the
Norwegian Labour Party (Arbeiderpartiet).

The rest of this chapter chronicles the main features of Haavelmo’s life and career. After an
account of his years in training at Frisch’s laboratory, a section follows about his years of travel in Europe
and the US. A separate section is devoted to the circumstances surrounding Haavelmo’s return to Norway
which discusses the surprisingly large number of senior positions he was offered in Norway’s postwar
government. In a separate section an attempt is made to explain what Haavelmo won the Nobel Prize in.
His professorial career and other activities, and features of Haavelmo as a scientist and person, are
described. Finally, an account is given of circumstances surrounding the Nobel Prize award in 1989.

Haavelmo’s activities during his years of travel show first and foremost who he was in contact with
in the period leading up to the achievements for which he is best known. As will be evident, a large
proportion of those awarded the Nobel Prize in Economics in the first ten to fifteen years after the prize
was established crossed Haavelmo’s path during that period, some several times. This may be less of a
coincidence than it seems, Haavelmo’s travels took place largely within the network Frisch had played a
part in building between econometric practitioners in various countries. As yet, they were not that many.

APPRENTICESHIP AT FRISCH’S LABORATORY

The Institute of Economics at Oslo University was not, as its name implies, actually part of the university. It
was a private research foundation, established by Ragnar Frisch and his fellow professor of economics
Ingvar Wedervang in 1932, funded on money from the Rockefeller Foundation in the US. The university
did, however, support the institute as far as it could, allowing it to occupy university premises. The institute
could offer little in the way of career prospects and job security, as its assistants were not employed by the
university.5

Frisch was a great scientific intellect, with immense energy and irresistible charisma. He was also
an excellent organiser. Together with Joseph Schumpeter6 and Irving Fisher,7 he led the Econometric
Society from its 1930 inception. And with Jan Tinbergen,8 Jacob Marschak9 and other European
economists and statisticians, he was a driving force behind the annual European meetings. During his stay



in the US, 1930–31, he was appointed professor at the university, and chose that rather than the offer of a
chair at Yale. Oslo and the new institute would become a workshop to try out Frisch’s scientific ideas,
which had already attracted wide international interest.

The institute was therefore almost brand new when Haavelmo was appointed as one of several new
research assistants. Institute assistants inhabited the attic of the first building erected on the new Blindern
campus to house the Department of Pharmacology. In 1935 they moved to the centre of Oslo, to
Fredriksgate 3. Frisch’s office was in the Domus Media. Frisch procured mechanical computing equipment
as far as his means allowed. He nurtured a virtual passion for numerical computation and was enormously
skilled at organising large-scale computation projects requiring a large number of assistants with specially
designed tabulation forms and checking routines.

Frisch had a profusion of research ideas, and pursued them often simultaneously. There were
hardly any limits – other than economic – to the number of assistants and colleagues he could keep busy.

The most formidable task Frisch set himself during these early years at the institute was to develop
methods to verify economic relations. He was extremely critical of the widespread (mis)use of correlation
analysis, and wanted the whole thing done in a more scientific way. It was an issue which, in the event,
ignited Haavelmo’s interest. Frisch assumed in general that observations of economic variables were
affected by measurement errors and that several relations could hold simultaneously between the same
variables. Frisch called them confluent relations. In contrast to research that could be based on experiments,
econometrics was largely dependent on observations emerging as a consequence of the economic trend.
This meant that with confluent relations the individual relations could not be isolated and studied separately
as such. Frisch had developed a mathematical theory for this a few years before; and could now try his
ideas out in practice with the help of both factual observations and constructed data sets.

As it turned out, this was enormously demanding. Among other things, Frisch tried out methods in
collaboration with the US agricultural economist Frederick V. Waugh, who was attached to the institute for
a whole year.10 Frisch and Waugh juggled with ideas, while Haavelmo performed the calculations. For a
given set of variables, Frisch’s method involved doing regressions for all subsets of the variables in all
directions. Frisch called this “tilling” the data. The results were collected and shown as graphs in the
so-called “bunch maps”. By studying these, conclusions could be drawn on the structure in the relations
between the variables.

This work resulted in Frisch’s book Confluence Analysis in 1934, the first recognised attempt to
develop special methods to analyse economic data.11 Haavelmo had done many of the calculations and was
also the first person to read the book, when he was asked to proofread it in the summer of 1934, while
Frisch was enjoying his annual holiday in the Norwegian mountains.

Another large-scale project at the institute concerned the cause of economic cycles. This was a
major international theme at conjuncture institutes in many countries. Frisch set about it with advanced
mathematical methods and revolutionary new theories describing how waves emerged. With great insight
and originality, he married to great effect an analogy stemming from Knut Wicksell with results produced
by the Russian statistician Eugen Slutsky. In Wicksell’s “rocking horse” analogy of economic cycles, the
manner in which a rocking horse is constructed determines the rhythm of its oscillations, while random
pushes sustain the oscillating movement. In Frisch’s version, a deterministic, dynamic model represented
the economic relations and largely defined the rhythm (= propagation) of the waves, while random,
externally generated impulses sustained, through the model, the cycles.12

The testing of Frisch’s cyclical wave theory was mostly in the form of numerical experiments on
constructed data. Trygve Haavelmo and the statistician Olav Reiersøl were Frisch’s assistants in this work.
Frisch had got the firm of Viig & Vraalsen to make specially designed equipment to weigh together time
series components by hanging bags of lead shot on a two-armed lever. Haavelmo quickly became a master
in its use.

Haavelmo soon proved himself an uncommonly talented assistant. In 1935 he was named chief of
computations at the institute on double pay. It was at this time he bought his first motorbike, a second-hand
Harley-Davidson (he would wear out three bikes of that make!), which was often seen parked in the garden
behind Fredriksgate 3. During one of Jan Tinbergen’s visits to the institute, he sat behind Haavelmo on a
trip to Frisch’s apiary at Røyse. Everything went well, but for Tinbergen it became a terrifying memory.

Haavelmo participated in many of Frisch’s projects, and in all of the ones requiring large-scale
calculations. He said many years later that a lot of time and energy had been wasted on Frisch’s endless
numerical experiments. The concentrated calculation work went hand in hand with an extensive application



of mathematical and statistical methods. Haavelmo was also an assistant lecturer and transcriber of many of
the most important lecture series Frisch gave, not least the lectures on macroeconomic theory.

Work at the institute also included breathers from these main activities. Frisch attracted streams of
guests to the institute. The Dutch economist Tjalling Koopmans stayed there throughout the autumn of
1935.13 Influenced by Jan Tinbergen, he had given up physics to learn econometrics. He was in Oslo to
study Frisch’s confluence analysis. While he was at the institute he gave a lecture series on modern
probability theory, which also dealt with the Neyman-Pearson theory of statistical testing, to Frisch’s staff
and a group of international guests, a subject of great subsequent importance to Haavelmo. Koopmans’s
1937 dissertation became an important source of inspiration to Haavelmo, and they would meet
again later on.

Frisch was always on the lookout for new commissions for the institute. They meant revenue
which made it possible to do more research. They would also help spread the word that econometric
methods had a practical application. One of the projects Frisch and Haavelmo collaborated on was a
commission from the Norwegian Brewers’ Association on the demand for beer.

The problem facing the Brewers’ Association in 1934 was that beer – Pilsner, dark lager and bock
– had become too expensive. The economic crisis had led to deflation, which within a decade or so had
doubled the real price of beer, while consumption had halved. The problem could easily be solved by
reducing the price, because a large percentage of it was tax. The Brewers’ Association therefore turned to
the university’s Institute of Economics in 1934 to get an objective demonstration that reduced beer tax
would boost income from tax (and lead to higher revenues for the brewers too). It was a welcome
assignment as the first large-scale private commission for the institute, not least because it testified to an
opinion of the institute as an objective authority.

It seemed a simple enough task that could be solved by establishing the price elasticity of beer, that
is, how much consumption fell in per cent when the (real) price rose by 1 per cent. Time series of beer
prices and sales suggested a price elasticity of 1. But as there was little variation in the data, it was difficult
to arrive at precise estimates. Frisch and Haavelmo applied every econometric technique available at the
institute.

To ensure the effect of income on beer consumption trends was accounted for, Frisch obtained
consumer survey data from Norway’s Central Bureau of Statistics. Incorporating these data increased the
price elasticity: on the relation be- tween beer price and demand the analysis displayed a long-term
elasticity of 1.55 and a short-term elasticity of 1.74.

Demand for beer has a demographic element too. Here Frisch (or Haavelmo?) introduced a new
term, ølførhet (lit. beer fitness) to reflect a likely minimum beer drinking age. While the legal age was
eighteen, the statistical age was fifteen. Regarding the different weighting of men and women in the
statistical expression, older sources were cited: “When the beer’s good, women drink half a pint and men
two pints”.14 The conclusion was that males aged fifteen to seventy were given weight 1, women ⅓, and
males over seventy ..

But the two econometricians were not satisfied. To support the estimates, they sent their assistants
out to interview acquaintances on their beer consumption, and particularly how they responded to
hypothetical prices. According to the final report, the assistants were instructed “to contact individuals
known to them in person, to whom they could explain precisely the purpose of the enquiry”. The assistants
interviewed twenty-one individuals. Demand for beer was given for each as a price function, and shown as
a graph on the basis of information supplied by interviewees. The aggregated demand curve for these
interviewees displayed a price elasticity of 1.65 – surprisingly close to the earlier estimates.

The project spanned eighteen months, and the best people were employed. The detailed project
documentation gives the names of ten project workers, with total labour input recorded as 37,220 minutes!
When the final report was written, three people were present: Frisch, Haavelmo and a secretary who
entered the dictated conclusion. “It would probably not be seriously inaccurate to say that the demand
elasticity for beer, given for the Norwegian market as a whole, lies around 1.65.” The effect on revenue of
beer tax and on brewery proceeds of different combinations of modified beer tax and changed beer price
were estimated accordingly.15

In 1936 Haavelmo travelled outside the Nordic area for the first time, when he attended, together
with Frisch, the sixth European meeting of the Econometric Society, which was held in Oxford in
September 1936. Frisch persuaded Fred Olsen’s shipping company to issue a half-price ticket for Haavelmo
in the cabin shared by the two across the North Sea. Such was not uncommon in these years of public
penury. Frisch’s wide international activity, from as early as the beginning of the 1920s, had made him one



of the best-known names in econometric circles. For Haavelmo, it was an encounter with many of Europe’s
leading economists and statisticians.

In February of that year, John Maynard Keynes published a book that would have the greatest
impact on macroeconomic policy for decades ahead.16 He was not at the meeting himself, but his new
theories were discussed in contributions from John Hicks,17 James Meade18 and Roy Harrod.19 Among
other delegates and contributors of particular interest to Haavelmo were Jacob Marschak, Jan Tinbergen
and Jerzy Neyman.20 Marschak had arranged the meeting. Tinbergen presented plans and preliminary
results from his work for the League of Nations in Geneva. Neyman presented the theory he had developed
for statistical tests and Haavelmo read his first paper to an international meeting.

After the meeting, Frisch and Haavelmo enjoyed a long evening at Neyman’s London home. Frisch
wanted to make sure that he had understood Neyman’s theory properly and convince Neyman at the same
time of the advantages of confluence analysis. Haavelmo had received a grant to study the application of
statistical sampling theory in economics and spent the rest of the autumn term with Jerzy Neyman. He
attended his lectures and collaborated with Neyman’s colleagues. He was, not least, preoccupied with the
relationship between confluence analysis and Neyman’s approach. While in London he was invited by
Friedrich Hayek to participate in his seminars at the London School of Economics.21

In December 1936, Haavelmo returned to Oslo. The following year was extraordinarily intense at
the institute, due, among other things, to the start-up of the so-called “structural survey”, a large-scale,
government-supported project at the institute to investigate Norway’s economic opportunities. It gave
Frisch the opportunity to start work on setting up a national accounting system for Norway, work on which
Haavelmo was also enlisted.

In 1937 Frisch and Haavelmo wrote their only published joint paper by master craftsman and
journeyman. It was a study on the demand for milk, which filled a whole issue of Statsøkonomisk
Tidsskrift.22 The work was part of the structural survey. The empirical work was exceptionally
comprehensive, most of it probably carried out by Haavelmo.23 The authors acknowledged that the data
“were not as good as might be wished”, but sought to compensate for this by doing measurements in many
different ways. As with the beer demand project, here “a survey was conducted among a number of Oslo
housewives”.

Collaboration with Frisch, contact with the international econometrics circuit it had given him and
the studies he pursued on his own initiative in addition to the work at the institute kindled in Haavelmo a
strong desire to travel abroad to study more. Four years’ apprenticeship sufficed. Frisch encouraged him in
this. He advised a two-year stay, one year in the US, and he also had a clear idea as to the centres and
economists Haavelmo should visit. Haavelmo was interested, especially in visiting the US, where there
were more econometricians than in any other country. But grants did not come easily in these years. When
the opportunity finally came, Haavelmo kept mostly to Frisch’s network of econometricians.

Two themes in particular occupied Haavelmo. The first was the basis econometric problem of
confronting economic theory with empirical reality, and the second, macro theory. Haavelmo had acquired
from Frisch a keen interest in Knut Wicksell’s economic theories. It had been a central element in Frisch’s
lectures. The same applied to Keynes’s 1930 Treatise on Money. Frisch had expressed rather muted
enthusiasm for Keynes’s new theory; Haavelmo had a more favourable opinion, seeing it as a starting point
for further work on macro theories. But he believed, among other things, that Keynes needed
“dynamising”.

Haavelmo applied for and obtained a grant in 1937 for a year’s travel in Europe. His departure was
delayed by pressure of work at the institute; among other things, the “milk demand article” had to be
finished. Jan Tinbergen visited the institute again that autumn, and told them more about the work in
Geneva. Haavelmo had already targeted Tinbergen’s group in Geneva team as one of the places he wanted
to visit. But it was probably Tinbergen’s visit which prompted him to apply for a vacant post as economist
at the League of Nations towards the end of 1937. However, despite recommendations from Tinbergen and
Egon Pearson, his application failed.



TRAVELS IN EUROPE

At last Haavelmo left on his European trip in early December, 1937. As it turned out, after this he would
have very little time with Frisch until they became colleagues as professors at the university in 1948. Frisch
had given him several letters of introduction which included the following passage:

I have no doubt that Mr Haavelmo, with his thorough grounding in economics and statistics and his energy and
interest, will make the most of his study, and that he will also in the future do excellent work in his chosen field. I
may add that Mr Haavelmo is a perfect gentleman, whom I have always trusted in all matters.24

Haavelmo’s first stop was the Institut für Konjunkturforschung in Berlin. It was Germany’s best-known
conjuncture institute.25 One of the main reasons for visiting this institute was that Frisch wanted to have a
test done on the methods he and Haavelmo used in time series analyses in Oslo by comparing them with the
more advanced computation tools found in Berlin. The Institut für Konjunkturforschung had access to
“harmonic analysers”, at the time, a very sophisticated analytical tool, at the Abteilung der
Periodenforschung at the Meteorologisches Institut.26 Haavelmo duly arrived with constructed time series
already carefully analysed in Oslo. One of the time series was made by laying four waves of different
amplitudes on top of each other, and added to that random deviations generated with the help of lottery
draws. The job facing the computing tool was to find out how the time series had been constructed.

The time series were analysed with the help of light interference. The results came out as
photographs and punch cards and were sent back to Oslo. Haavelmo was not impressed. He reported to
Frisch that the results were hardly as accurate what those achieved in Oslo, with much simpler (but
significantly more labourintensive) equipment. Frisch sent more constructed time series to Haavelmo by
mail. The package was detained by the German postal censors on suspicion of being coded messages!

The stay also gave an impression of the atmosphere in Nazi Germany. He reported home on hectic
activity and overfilled theatres, cinemas and restaurants, but also on the dark atmosphere prevailing in
university circles where job losses were feared on “political grounds”. Haavelmo reported home to Ingvar
Wedervang: “The sense of unease meets you the second you arrive. When I say ‘Guten Tag’, people look
almost afraid, and respond as loudly and distinctly as they can, ‘Heil Hitler’.”27

After a month and a half in Berlin, Haavelmo moved on in January 1938 to Geneva, where he had
an opportunity to work alongside Jan Tinbergen at the League of Nations.28 The League had decided to
analyse the causes of economic waves and crises. Gottfried Haberler had been commissioned first to study
the problem theoretically.29 From 1936, Tinbergen had led the work to test alternative explanations
statistically. It was a milestone in the development of empirical macroeconomic research. A number of
prominent economists were attached to the League of Nations during these years.

Tinbergen had gathered a group of six to seven young econometricians who met regularly at his
office at the Palais des Nations. The office faced south, and on clear days there was a good view of Mont
Blanc. His group included, among others, the Dutch economist Jacques J. Polak, and the Germans, Horst
Mendershausen, who had spent a few months at the institute in 1937, and Hans Staehle, whom Haavelmo
would meet again later in the US.30 Abraham Wald had been one of Tinbergen’s colleagues right up until
just before Haavelmo arrived.31 Haavelmo could report home that Frischian expressions like “bunch maps”
and “multicollinearity” were in daily use without further explanation. A better place to work and study, in
his opinion, it would be difficult to find. He clearly considered Tinbergen’s unit as the leading centre in
modern econometrics research.32 Haavelmo utilised the stay to make the work he had presented in Oxford
ready for publication. He used his stay there to put the finishing touches on the paper he had read at
Oxford. He sent it immediately home to Frisch, who had it printed it in Econometrica.33

In April, Haavelmo was in Paris, at the Department of Statistics of the Institut Henri Poincaré.
Frisch had prepared the way by sending an introductory letter to several of his Paris connections. Haavelmo
reflected over these travels in a postwar interview, and said that he had mostly read mathematics during the
whole trip. In Paris he had sat for a month and struggled in vain to solve a differential equation which he
later discovered in a book could not be solved!34 He spent the final three weeks of his European journey in
Oxford with the brilliantly talented Jacob Marschak, who had invited Haavelmo to lecture on confluence
analysis at the Institute of Statistics. He came back to Oslo in June 1938.

While Haavelmo was in Oxford, Frisch had received an enquiry from Professor



Jørgen Pedersen, who headed the newly established Institute of Economics at Aarhus University, asking
him to find a reader in statistics for the academic year 1938–9. Frisch proposed Haavelmo. Haavelmo
accepted without protest. He was therefore at Aarhus University as a reader in statistics from September
1938. In addition to Pedersen, Erich Schneider and Torkil Kristensen were professors of economics at
Aarhus.35 Kjeld Philip and Jørgen Gelting worked there as research assistants.36

Haavelmo lectured on statistical theory in autumn 1938. Jørgen Pedersen invited Haavelmo to help
him with some empirical studies while he was there. This resulted in his leaving a mark on Danish
econometrics through two studies dealing respectively with pork production in Denmark and the demand
for bacon in Copenhagen.37 The pork production study also discussed the effect of the quota regulations
now in force.

Haavelmo’s time in Denmark gave him an opportunity to delve more deeply into econometric
problems and strengthened his desire to spend time in the US. Frisch and Haavelmo would have to expend
a good deal of time and energy to get him there. Haavelmo had sent an application from Denmark in the
spring of 1939 to the Norway-America Fund (Norge-Amerika-Fondet) for a grant. He obtained it, but was
only enough for a stay of a few months. Frisch anticipated a grant from the Rockefeller Foundation. He was
on good terms with their European headquarters in Paris, and had given several Norwegians and foreigners
references resulting in grants. The Rockefeller Foundation, however, required applicants to hold a
university position. Haavelmo’s post at the institute did not count and assurances from Frisch concerning a
future university career for Haavelmo were not enough either.

In late May 1939, Haavelmo delivered a lecture to a Nordic conference in Copenhagen on
statistical testing of hypotheses in economic theory. It was a deeply reflected precursor of Haavelmo’s later,
great contribution to methodology in econometrics and provides an interesting view of the extent of his
thinking in 1939. Some sentences from the opening of the lecture clearly suggest where he was heading
before departing for the US:

Anybody with anything to do with economic theory knows that it is often possible to propose several widely
differing “correct” theories on one and the same phenomenon. The differences lie in the assumptions chosen.
Reasoning always presents one with choices to go hither or thither, one route seeming as plausible a priori as
the other. To avoid ending up with a logical contest, at every stage we need to remember the following
questions. Does my reasoning contain realistic terms, or am I operating entirely in the world of models? Is
whatever I have found really important? It’s at this juncture we can be helped by statistical testing; it disciplines
our thinking and forces us to express our hypotheses in distinct, unequivocal wording. Statistical testing protects
us from many vacuous theories, at the same time as it bestows on the hypotheses it verifies incomparably greater
theoretical and practical weight.38

AMERICA

Not long after the Copenhagen meeting, in June 1939 Haavelmo travelled to the US. At about the time of
his departure, the economist Arne Skaug also travelled to the US to study, and the two remained in close
contact throughout the war.39 Earlier that year, Haavelmo had submitted an application to the Rockefeller
Foundation for a grant to study economics and statistics in the US. He described there his most important
research aim as “the general problem of connecting economic theory and statistical observations”, but also
mentioned “oscillation problems in economic dynamics”, and “a study of individuals’ economic behaviour,
especially related to long-term planning.”

Haavelmo’s stay in the US would be much longer than expected. The first stop was Colorado
Springs, where every summer since 1934 the Cowles Commission had been arranging a research
conference in econometrics which lasted about four to five weeks.40 There, Haavelmo met Jacob Marschak
again and Abraham Wald and Gerhard Tintner for the first time.41 After the conference, Haavelmo,
Marschak, Wald, Tintner and two or three others stayed on for a colloquium for another couple of weeks.

After the conference he visited Jerzy Neyman, who had left London in 1938 and was now
professor with his own statistical laboratory at the University of California at Berkeley. Haavelmo stayed
there until November.42 Haavelmo’s scholarly development of his main project during his stay in the US
may to some an extent be traced from the notes he made for the seminars he was holding. Before leaving
Berkeley, he held a seminar at Neyman’s. Travelling to Chicago, he spent time with Gerhard Tintner in



Ames, Iowa, and held another seminar. The theme of both concerned statistical testing of economic
relations.

Cowles Commission moved in 1939 and joined with the University of Chicago. When Haavelmo
arrived there at the turn of 1939/40, the Cowles Commission was still a relatively small institution. From
1943, however, Jacob Marschak became research director, and towards the end of the war he had recruited
a brilliant team of researchers, laying the foundations of the commission’s leading position in econometric
research for many years to come.

Haavelmo’s Rockefeller Foundation grant was approved, and disbursed from 1940, initially for a
year. Haavelmo put in an application for a vacant university research fellow position in Oslo, which he
obtained from 1940/41. He was finally employed by the university!

For the spring of 1940, he remained at Columbia University, New York, and studied statistical
theory in close contact with Abraham Wald. Haavelmo also regularly visited the New School for Social
Research in Greenwich Village, where Marschak taught. Three of the leading researchers Haavelmo met
during his first year in the US, Neyman from Poland, Wald from Romania and Marschak from the Ukraine,
were characteristically enough immigrants and refugees of Jewish descent from Central and Eastern
Europe.

In summer 1940, Haavelmo and Wald again participated at the Cowles Commission conference,
and after the conference went trekking in the mountains in Colorado. From autumn 1940, Haavelmo was at
Harvard University on a replenished Rockefeller grant which ran for the whole of 1941. Haavelmo was a
student and seminar leader. Both at Harvard and at a number of other places, he would present Frisch’s
confluence analysis. Frisch’s book was difficult to get hold of and, moreover, not easy to understand.
Haavelmo offered a more accessible presentation and felt at times like a veritable missionary, spreading the
confluence analysis gospel. During his stay at Harvard, he got to know several economists. He came to
enjoy a close relationship with Joseph Schumpeter. Schumpeter was intensely interested in Haavelmo’s
ideas and read several of his articles before they were submitted to the journals. He also met the
Russian-born Wassily Leontief.43

In 1940, Haavelmo met his lifelong partner,  US-born
Beulah Midgett. They never married, admittedly. She followed
Haavelmo back to Norway after the war.

In 1941, Haavelmo had mimeographed and distributed a
large-scale thesis at Harvard. It was nothing less than the first
version of, and virtually identical to, the 1944 thesis which would
result in a Nobel Prize many years later.44 Haavelmo, then, in his
rather ambulatory existence and in between seminars and studies,
completed his thesis before the first two years of his stay in the US
were over. There is evidence that the question and basic ideas had
emerged during his work with Frisch, but that the impulses he
received in the US were probably no less significant to the final
result. Not least, this included the time spent with Abraham Wald.

In summer 1941, Haavelmo and Wald again left for a
holiday in the backwoods, joined on this occasion by Arne Skaug.
The trip took them to Maine’s forests and lakes, which appealed
more to Haavelmo, with his passion for angling, than the Colorado
mountains.

Shortly afterwards, Haavelmo sent his thesis to Frisch, in
which along with a letter he briefly outlined the principal ideas and
added:

You cannot help wondering these days about the use of purely
theoretical work, or others ask you the same question. There are so
many other urgent things one could have done, possibly more
gratifying at the moment. I have, to now at least, tried to maintain
progress on the work I began, in case anybody will be interested when the world sets itself to rights again. Many
believe now that this war and what follows it will bring “practical issues” to the fore, and eliminate the need for

Haavelmo, 10 June 1939



theoretical economic research, etc. I have subscribed more or less to the opposite view, that the time ahead will
place greater demands on theoretical economic research than ever before.45

The thesis, which was posted separately, never arrived. Frisch replied on a postcard that he had received the
letter and encouraged Haavelmo to submit the thesis for adjudication to an American university, even
though it would deprive him of one of the pleasures he had been looked forwarding to, debating with
Haavelmo in Gamle Festsal.46 Until then, postal services between Norway and the US had functioned more
or less satisfactorily, but this was the last contact between the two until the war was over.

Haavelmo also had mimeographed at Harvard a pedagogical introduction to Frisch’s confluence
analysis with Hans Staehle as co-author.47 He had already given many lectures at many different
educational institutions on confluence analysis. He reported to the University of Oslo that he, as university
fellow, had also in 1941 worked on practical economic problems in connection with armaments policy and
issues concerning economic planning in the post-war period.

The advent of war in Norway in early 1940 caused considerably concern for Haavelmo. He found
it difficult to reconcile a life as a student in relative comfort while Norway faced war and occupation. By
the end of 1940, he had been in the US already longer than anticipated and had been unable to perform the
teaching duties which came with his job as university fellow. He began airing ideas about returning to
Norway, if it were possible in practical terms, to his colleague at the institute, the economist Knut Getz
Wold, who was in Sweden. Getz Wold told him that, irrespective of its practical feasibility, politically it
would be out of the question. 48 He would have to make the best of things as they were.

As 1941 drew to a close, Haavelmo contacted the Norwegian legation at Washington, DC, to
present himself for service, but was told by Ole Colbjørnsen that there was no work for him either there or
in London. His Rockefeller grant was extended for another six months, and he was offered a teaching job at
the New School of Social Research. But Haavelmo had been a student and scholar long enough while war
and occupation took their toll at home. He said yes unhesitatingly when asked to work as a statistician at
Nortraship’s New York office from January 1942. Arne Skaug at the same time took over the management
of the National Insurance Agency in New York, and the two of them shared an apartment in Manhattan for
couple of years.

Haavelmo’s work for Nortraship, which included the entire Norwegian merchant fleet, comprised
not least the compilation of statistics on Norwegian ships and seamen lost to enemy action. Haavelmo
continued to have contact with his academic colleagues. He was also a member of a group of Norwegians
who met regularly and discussed Norway’s post-war problems. It was during this period at Nortraship,
moreover, that he began to revise the thesis from 1941. This happened, as he said in an interview after the
war, “outside regular working hours – at night”. It might not have been finished either if Haavelmo had  not
been admitted to hospital with appendicitis, giving him a few weeks to finish much of the thesis.49

He attended and read two papers at a seminar on mathematical economics and
econometrics organised by Jacob Marschak from 1940 to 1942 at the National Bureau of Economic
Research, located in the vicinity. Kenneth Arrow was present.

I can still recall the meeting of the seminar where Haavelmo presented his new methods: Marschak in the chair,
probing, questioning, and stimulating; Koopmans, even more ascetic-looking and soft-spoken than he is today,
obviously understanding the issues better than anyone else; and Schumpeter, somehow ensconced more
comfortably than the rest and treating the whole matter with the benevolent condescension of a lord among
well-meaning and deserving but necessarily limited peasants. Many of us knew that an important turning point
had been reached, and Marschak saw the need for effective leadership.50

In 1942 Haavelmo travelled up to Boston and contributed to a statistics seminar organised by Lawrence
Klein, a doctoral student at the Massachusetts Institute of Technology.51 Paul Samuelson attended the
seminar and, looking back, offered the following characteristic of Haavelmo:

World War II caught Haavelmo in America when Hitler's Blitzkrieg took over Norway. He was prepared to row
back to Europe but that proved to be impractical. So there was naught for him to do but work on his own in
Cambridge and Chicago, achieving a breakthrough in connection with identifying stochastic relationships in
interdependent systems.52

Haavelmo developed his 1941 thesis in 1942–3, revising it slightly, incorporating some fresh results by
Wald, and adding a chapter on predictions. It was printed as The Probability Approach in Econometrics in



a supplement to Econometrica in 1944. Frisch was interned at Grini and was therefore unable, naturally
enough, to fulfil his editorial duties, so the thesis was accepted by the temporary editor, the Polish
economist Oscar Lange. It was unusual to publish uncut dissertations in Econometrica, but editions of the
journal had become very thin indeed following the US entry into the war, and it was doubtless partly aimed
at compensating subscribers. The thesis was simultaneously published by the Cowles Commission, to
which Haavelmo was formally attached from 1943 as non-resident staff.

Haavelmo also published two of his most widely known articles in 1943. The first, “Statistical
Testing of Business Cycle Theories”, was Haavelmo’s contribution to a number of The Review of
Economic Statistics published in honour of Schumpeter.53 The second, as famous as The Probability
Approach in Econometrics as Haavelmo’s contribution to the foundation of econometrics and mentioned at
the Nobel award citation, was “Statistical Implications of a System of Simultaneous Equations”, which was
published in a number of Econometrica.54

Haavelmo in action at the Cowles Commission for Research in Economics,
Chicago, in December 1946.

GET HAAVELMO HOME!

In March 1944 Haavelmo was attached to Norway’s government in London with work for the Ministry of
Supply and Reconstruction, based at the Norwegian Embassy at Washington, DC. Arne Skaug, who had
become head of the embassy’s commercial section, had arranged the transfer. Work at the embassy left
scant opportunity to pursue scientific activity on the side. When Norway was liberated, the only thing on
Haavelmo’s mind was to get back home. The Ministry of Supply wanted to him to stay as there was more
than enough to do at the Royal Norwegian Purchasing Company, as the office was called in the US. And
no job awaited him at home, or at least, Haavelmo was not aware of one.

Not long after liberation, Arne Skaug returned home. During the war he hadbecome one of the
government’s most important representatives in international collaboration. Haavelmo seized the chance to



ship over some of the work he had done during the war. Frisch was carried away by The Probability
Approach. “Won’t you submit your work as a doctoral thesis in Oslo? The number of pages should suffice.
Abel, as we know, became world famous on the basis of sixteen printed pages.”55 Haavelmo acted on
Frisch’s advice and submitted his thesis for evaluation a PhD.

Of the many scientists who made their way to the US before and during the Second World War,
only a few went back to their country of origin when the war ended. Many had little to go back to; others
were not particularly enthusiastic about exchanging life in the US with economic austerity and rationing in
Europe. Some of Haavelmo’s friends in Norway were highly aware of the risk that he could be lost to
Norway. In addition to Frisch, Arne Skaug in particular was preoccupied with getting Haavelmo home. The
same could probably be said of Knut Getz Wold.

In August 1945 already, Arne Skaug, now director of the Economic Coordination Council
(Samordningsrådet), offered Haavelmo a job on the council’s secretariat. Haavelmo hesitated, and decided
he was unlikely to be of much use to the council. Frisch heard about it and took immediate steps to find
him a position, but the university had no vacancies.

In October 1945, Haavelmo, who was still working at the Norwegian Embassy, received a
surprising offer from Theodore Schultz, director of Chicago University’s Department of Economics, to
work there on agricultural econometrics and other matters for at least a year from the turn of the year.56 The
Department of Economics collaborated closely with the Cowles Commission. Haavelmo had friends in
both places. Haavelmo, who was still officially attached to the Cowles Commission, accepted after
assurances that the Norwegian authorities had no objections. In mid-November, Jacob Marschak, who was
head of research at the Cowles Commission, and Lawrence Klein paid Haavelmo a visit. They wanted to
discuss the first draft of Klein’s macroeconomic model for the US economy with him and economists taken
on by the government in Washington during the war. Only a few weeks of work remained at the Ministry of
Supply.

In Norway, the Labour Party had won the October 1945 general election, and a Labour government
took office on 5 November headed by Einar Gerhardsen as prime minister and Erik Brofoss as finance
minister. A few days later the embassy received an unexpected telegram from Brofoss asking whether
Haavelmo might consider a job at the Central Bureau of Statistics, “to work on drawing up the national
income, its composition and application in connection with the budget”. Haavelmo had not met Brofoss,
but the job he was offered looked exciting. He was familiar with the layout of national accounts from his
time at Frisch’s laboratory. He had thought a great deal about post-war economic problems during the war
years.

The enquiry had come, then, from minister of finance Brofoss directly, before the government had
hardly had a chance to fill any key senior positions. It concerned what would become the most important
tool Brofoss and the Labour government would have at their disposal in the reconstruction policy, national
accounts and national budget, expressions few were familiar with at the time. We may reasonably conclude
that somebody had persuaded Brofoss that Haavelmo was a unique talent for whom no task was too great.
Both Skaug and Frisch had probably influenced Brofoss.

Haavelmo did not refuse the offer directly, but said he was tied up for about a year. In the new
year, Haavelmo worked, then, in Chicago. The Cowles Commission was “in the ascendancy” at the time.
Marschak had managed to assemble an exceptionally skilled and enthusiastic group. They made spectacular
progress, not least when the Cowles Commission succeeded in showing that their econometrically based
models developed in Chicago produced better prognoses than the experts managed in Washington.

In April 1946, Haavelmo received another offer from Skaug, who had become the new director at
the Central Bureau of Statistics. Skaug wanted Haavelmo to lead “a special unit set up to work on national
accounts and special studies”. The position, he advised Haavelmo, would be “so free that I feel you should
think of it at least as a transitional position”. Was this a proposal to set up a new research unit or just a
temporary solution to get Haavelmo home? Again, Haavelmo was interested, but remained for the time
being tied to the Cowles Commission. He replied that he would be coming home to defend his thesis during
the summer or autumn, and asked to be kept informed if more concrete plans emerged concerning the new
special unit.

Skaug persevered at least as hard as Frisch to get Haavelmo home, and suggested to Frisch
establishing a professorship within Haavelmo’s discipline. It could only be econometrics! Frisch followed
up the idea with the faculty in late spring, and obtained their support. Skaug talked to Brofoss about it, and
he was positively inclined as well. The professorship could be proposed at the earliest in the state budget
1947–8, due to be presented in January 1947.



Skaug briefed Haavelmo about developments and prospects in July 1946, and took the opportunity
to present him with yet another job offer. Assuming that something came of the professorship, he asked
Haavelmo, on a consultative basis to be the bureau’s adviser on theoretical and mathematical questions.
Skaug appreciated that Haavelmo was best suited to a university setting, but that he would
have the capacity to do a job for the hard-pressed bureau as well.

Skaug knew Haavelmo better than  most, and because he had  lived many years in exile himself, he
found it easier than Frisch to sympathise with Haavelmo’s situation.

I want to say at the outset that you, of course after so many years, will find much has changed, many things are
arduous, and you’ll need time to settle down. I believe, however, that one thing is quite certain, and also quite
important, and that is that you will find here an intellectual climate greatly to your liking. The culmination of the
New Deal era is nothing compared to the situation over here at the moment. Economists are sweeping over the
country like a Pentecostal wind, there’s no end to talk about national budgets and planning. Everybody here is
adamant that, in this situation, we can not afford to let you sit in Chicago, and everybody therefore feels it is
important to get you home as soon as possible.57

Skaug also understood better than most in Norway how attractive a job at the Cowles Commission must
have seemed. The weather there too was possibly Pentecostal.

Knut Getz Wold was in the US in the summer of 1946, and did what he could to give Haavelmo an
accurate picture of conditions at home (prompted, no doubt, by an ulterior motive: to get him to return
home).

You are Frisch’s only real disciple, and the only person capable of perpetuating the level of excellence he
brought to the discipline at Oslo University. It is of inestimable importance to Norwegian economics that you
seriously consider returning, although, of course, there will be quite a lot of travelling to do. I know many things
cannot seem particularly inviting, the milieu is smaller, of course, fewer have a good grasp of the problems,
especially in your field, and money is scarce. But there are benefits. The status enjoyed by economists today
can’t compare with pre-war years. It is no exaggeration to say that economic policy today is decided by the new
generation of economists. It’s a job with great possibilities, but great responsibilities. There is a critical lack of
theoretically trained people, and the longer-term situation at the university is very worrying indeed.58

The Faculty of Law found Haavelmo’s thesis worthy of public defence for the PhD degree in September
1946. Haavelmo returned to Norway in August 1946 and gave examination lectures on “In which areas and
by which means might econometrics serve contemporary economic policy?” (prescribed topic) and “The
relationship between investing, government spending and national income” (selfchosen topic). The subjects
could hardly be more topical! The public defence took place on 1 October.

Haavelmo flew back to Chicago in early October. Not long after, a new telegram arrived from
Finance Minister Brofoss, no less surprising than the telegram a year before: PERMIT ME TO ASK COULD
YOU CONTEMPLATE APPOINTMENT ACTING DIRECTOR CENTRAL BUREAU OF STATISTICS FOR ONE YEAR
BEGINNING 1 JANUARY 1947? PLEASE CABLE REPLY.59

No explanation was given as to the background to this enquiry. As Skaug was director, Haavelmo
assumed that Skaug had  to go abroad  or was involved in some other undertaking, but why would Brofoss
send for Haavelmo by telegram? However peculiar it seemed, he nevertheless quickly made up his mind on
the issue. Brofoss had, indeed, offered him a job a year ago which appealed to him. A year as acting bureau
director could hardly be onerous.

The day after he had received the telegram, Haavelmo replied: HONORED BY TENTATIVE OFFER
YOUR CABLE AND WILLING TO SERVE IF GENERAL DESIRE TO THAT EFFECT BUT WOULD APPRECIATE
INFORMATION PARTICULAR CIRCUMSTANCES CAUSING YOUR REQUEST AND WHETHER POSSIBILITY
EXTENDING DEADLINE TO ABOUT 1 FEBRUARY TO PERMIT DISENGAGEMENT HERE.60

So what was the background? Haavelmo never knew that Brofoss had solid support for his offer.
The issue was on the government’s agenda two days before and resulted in the following resolution:
“Director Skaug may assume position at the Ministry of Supply on condition Dr Hovelmo [!] agrees to
become acting Bureau Director.” The government wanted to make Skaug State Secretary at the Ministry of
Supply, as there was an  urgent need  to strengthen the political leadership. The government resolution said
nothing to indicate that the offer to Haavelmo was open only for a limited period.

When Frisch heard about this, he immediately swung into action. As Frisch later colourfully
explained to Haavelmo, “I started immediately to spit like a cat, like I always do when people get too close



to you (and there’s always someone). I told them you were reserved for the university.” All the same, Frisch
was less concerned about the offer; the important thing was, after all, to get Haavelmo home again.
Following this, however, things fell quickly into place. Skaug was not transferred, despite expectations. But
the offer to Haavelmo and his positive answer may have played a role in ensuring the professorship a sure
place in the state budget. What remained was only to get Haavelmo back as quickly as possible, and find a
temporary solution until the professorship was in place.

Frisch received immediately after the war commissions from the UN and was in New York on
several occasions. In January 1947, he headed on to Chicago after his meeting at the UN and assured
Haavelmo that the proposed professorship was included in the forthcoming state budget. In the shorter
term, he could be attached to the institute, which was now part of the university, as an “econometric
adviser”. It is not inconceivable that Frisch stood over him while Haavelmo booked a ticket and handed in
his notice to the Cowles Commission as of 1 March 1947. Whether Frisch painted a wholly realistic picture
of how long the evaluation would take is another matter.

Haavelmo’s resignation came as a surprise in Chicago. Later, possibly, they may have realised a
mistake had been made in not offering Haavelmo tenure before, and on terms it would have been difficult
to refuse. Though it might not have made any difference anyway.

Haavelmo came home on 7 March 1947. Safely back, he was employed by the institute on a
temporary basis. Frisch had secured fresh project funding from the Rockefeller Foundation and other
sources. True, it was included in the state budget for 1947/8 when it was presented, but the professorship
could only be advertised when it had been approved by parliament. In the meantime, Haavelmo was
approached by Brofoss for the third time(!). He offered him the job as head the Monetary Policy Division at
the Ministry of Finance, to coordinate the preparation of the 1948 national budget.61 Eivind Erichsen had
coveted the job, but it was a demanding brief and Brofoss wanted the best man. From 1 May 1947,
Haavelmo was Bureau Chief. Brofoss moved to the Ministry of Trade at the end of 1947 and took the
division with him. It re-emerged as the National Budget Division.

The professorship was advertised at last. Haavelmo was the only applicant, but an assessment had
to be conducted, nevertheless. Shortly after the national budget for 1948 was presented in January that year,
the assessment committee submitted its recommendation and, by royal decree of 12 March 1948, Haavelmo
was duly promoted professor of economics and statistics, with a special duty to lecture on econometrics.
There was an urgent need for fresh and better lecturers for the many students wanting to study economics,
and Haavelmo started already in the middle of the 1948 spring term to lecture on modern macro theories.

The nomadic years were finally over. Having said that, one still wonder why Haavelmo left the US,
that is, not just the US, but the very epicentre of the branch of economics he had made his scientific
mission. The Cowles Commission remained for many years ahead the most pivotal institution in the world
regarding the development of econometric methods, with Haavelmo’s probability approach as the
foundation. While his Chicago job was temporary, he could hardly have doubted his career prospects.

We have only intimations and anecdotal information as a guide to understanding why Haavelmo
decided to come back to Norway. Nothing he subsequently said indicates that he was not intent on
returning home at some point. We can distinguish two motives: a sense of duty to the Norwegian nation as
it faced grave economic challenges, and a profound love of Norwegian nature and sensitivity to nature.
Perhaps he also wanted to give something in back to the university for what it had given him during his
years at the institute.

One of Haavelmo’s Norwegian economist friends at the institute had obtained a job at the UN after
the war, and Haavelmo visited him in New York shortly before sailing home in March 1947. This friend,
who enjoyed living and working in the US, wondered why Haavelmo, with his career prospects, wanted to
travel home to be a professor in Oslo at some point in the future. “I like trout fishing,” Haavelmo replied
curtly. His friend then pointed out that there were excellent opportunities for trout fishing in the US, but
was told: “True, but they’re not Norwegian trout.”62

Lawrence Klein, with whom Haavelmo had worked closely at Chicago, followed Haavelmo to
Oslo not long afterwards to spend a year at the Institute of Economics in 1947–8. He and Haavelmo
enjoyed a good deal of each other’s company that winter, and he offered the following observation:

One night in the Oslo countryside, we had been drinking a lot, and Trygve took me out to see a
“picture-postcard” view in the moonlight with deep snow all round. He said, “Look at this scene and you can
understand why I wanted to return.”



A PROBABILISTIC CONCEPTION OF REALITY

It was “for his clarification of the probability theory foundations of econometrics and his analyses of
simultaneous economic structures” that Sweden’s Royal Academy awarded Trygve Haavelmo the 1989
“Prize in Economic Sciences in Memory of Alfred Nobel”.63

One of the main assumptions Haavelmo had taken from Frisch was that empirical analysis of
economic relations required economic theory and statistical methodology in combination. It followed that
in the study economic relations, one needed an a priori conception – a theory – of whatever it was one
wanted to measure. There is no point letting figures speak aimlessly for themselves. Frisch had once given
this requirement a pithy expression:

Observed data are and remain an inert mass until animated by a constructive theoretical observation.64

To confront a theory with data, the first requirement is that the concepts used by the theory must
correspond to measurable entities. The theory’s statements must then be expressed quantitatively. Finally,
statistical methodology must be applied to answer questions concerning whether the theory is rejected by
the data or for the time being can serve to underpin our perception of reality’s relationships. Haavelmo
could affirm, as Frisch had done, how little stringency was brought to bear when economists accepted or
rejected theories in reasonable accordance with observed reality.

The way of thinking was not new; it had been adopted from the natural sciences. But the problems
facing economists required a different approach. First, the data economists could lay their hands on tended
typically to be non-experimental data. Theoretically speaking, controlled economic experiments could be
conducted where one could observe what happened when only one variable at a time changed. In practice,
economists were called on to understand the relations that obtained on the basis of individuals’ behaviour,
market and macroeconomic data which were absolutely not derived from a controlled experiment.
Econometricians needed to be able to analyse changes in several variables sharing the same relationship.
Price and quantity of a commodity were tied together in a demand relationship, but could also be part of a
supply relationship. The econometrician could not reasonably expect to observe only one relationship at a
time. Was it therefore possible to establish by quantitative means the individual relations?65

This was how Frisch had posed the problem, and tried to solve it within his confluence analysis.
But as a working hypothesis he had assumed that the reason empirically measured relations failed to
correspond exactly with the theory was largely due to measurement errors. Haavelmo had shown that
precise criteria did not follow from Frisch’s confluence analysis in the confrontation between theory and
data either. Moreover, he had concluded that it was impossible to achieve an exact correspondence with the
empirical data even in the absence of measurement errors for many types of economic relations, for
instance for a demand curve which was the sum of many individuals’ demand. Chance would also generate
discrepancies. Relationships needed to be understood as probability statements. The question was how one
in a stringent manner could assess such discrepancies with the help of statistical methods to decide whether
the theory was valid or not.

Haavelmo had been particularly interested in the possibility of applying statistical testing criteria,
developed primarily with experimental situations in econometric contexts. Within the circle of
econometricians at the time, there was widespread scepticism about applying such methods. It was argued
that repeated observations of the same economic phenomena could not be considered as independent
experiments, which meant probability approaches could not be applied as such. Haavelmo sought,
however, to clarify which economic situations could be approached with the formal statistical theory
developed by Jerzy Neyman and others.

He attacked the problem in a very general theoretical way, almost the exact opposite of the
casuistic experimental approach often practised by Frisch. He found that for a surprising number of
theory-data confrontations in the economy the data could be considered as the result of a probability
experiment where the entire observed material was taken as the outcome of a probability experiment. It
followed therefore that it should be possible to employ existing statistical theory.

Haavelmo reached this conclusion shortly after arriving in the US. One could read into this
confirmation that he had “brought” much from Norway, without implying that the impulses he received in
the US or his own intellectual progress were not important. When the 1941 version of Haavelmo’s thesis



was ready in August 1941, he managed to send Frisch a letter before the war brought the postal link to a
halt. The mimeographed copy of the thesis was sent separately, but never arrived, as noted above.

In his letter Haavelmo said he was increasingly persuaded that the question of statistical testing of
economic laws needed to have probability theory as its starting point. He had believed from the start that it
could only be applied to a more limited group of econometric research problems, and that verification for
other problems where one was barred from applying probability approaches needed to be based on other
principles. As he worked to express the principles, he realised that all the problems being discussed within
econometric research could be expressed (“satisfyingly precisely and very generally as well”) as statistical
hypotheses to which the developed testing methodology could be applied.66

While Frisch’s contribution to the development of econometric methods was in hindsight neither
more nor less than a stepping stone towards a new focus and new ideas for future development,
Haavelmo’s contribution became the bedrock on which that future was largely built. There is also reason to
emphasise both the shared goals and the shared assumptions concerning the methodological problems.

By the end of his stay in the US, Haavelmo examined confluence analysis one last time and
showed that it could lead to flawed deductions. He concluded with a turn of phrase which was virtually a
corrective to Frisch’s aphorism quoted above:

In fact a sample of observations is just a set of cold, uninteresting numbers unless we have a theory concerning
the stochastics mechanism that has produced them.67

Haavelmo’s thesis was almost immediately recognised as providing econometrics with its scientific and
probability theoretical foundation. It became a source of inspiration to the econometric research programme
at the Cowles Commission in Chicago, and spread from there throughout the world. Haavelmo’s Nobel
Prize-winning achievement is therefore associated with the provision of a scientific foundation to
econometrics per se.68 He shed light on the relevance and practicability of his results in the other works
mentioned in the Nobel Prize citation. These latter works served not least to demonstrate the severity of the
errors likely to be committed by ignoring the methodological propositions in Haavelmo’s thesis.

A LIFE’S WORK AS PROFESSOR

One of the most frequently cited statements on Haavelmo is Joseph Schumpeter’s single sentence in his
comprehensive, posthumously published book on the history of economics: “Haavelmo, during his brief
sojourn in the United States, without holding a teaching position, exerted an influence that would do credit
to the lifetime work of a professor.”69 It was an apt description. Few economists have achieved on the basis
of a single work what Haavelmo did with Probability Approach. This did not stop Haavelmo from
embarking precisely on a life’s work as a professor.

As professor, Haavelmo became the teacher of generations of economists. He was professor from
1948 to 1979.70 The start of his professorial career coincided with a sharp rise in student numbers at the
institute. Haavelmo’s term as professor was almost as long as Frisch’s, but for the large numbers of
students studying economics, he was incomparably more important as a teacher. He was, moreover, always
present and prioritised the students’ need of knowledge in all areas of economic theory, while Frisch, after
the war, achieved notoriety to some extent for being absent and for prioritising his own research interests in
his lectures.

During the more than three decades of Haavelmo’s career as professor, he lectured on practically
every key element of economic theory. It is hardly an exaggeration to say that he never repeated a lecture
series. Lectures were generally transcribed by students and published as memoranda by the Institute of
Economics. Even though these students varied in the structure they gave their transcripts, it is possible to
recognise in practically all of them Haavelmoian features: deep reflection on the economic phenomena he
chose to elaborate in the discipline; and a preoccupation with methodological questions concerning ways of
analysing and explaining economic phenomena. His lectures were not always easy to follow for students
without the ambition or interest in learning more than the curriculum offered. But they were all the more
compelling for the students who were captivated by the discipline.

The theoretical exercises were almost always shot through with a sense of scepticism, which did
not make life easier for students who were trying to grasp the theory. As his younger colleague Gunnar



Bramness put it, “In the mornings we sat and read the usual textbooks, only to hear Haavelmo put paid to
their theories in the afternoon. If we pointed to what other scientists had said, Haavelmo was wont to quote
Porgy and Bess: ‘It ain’t necessarily so.’”

The lecture transcribers had a relatively free hand, and learned a great deal. Many of the transcripts
were included in the curriculum for later students, carrying the subtitle: “Prepared on the basis of Professor
Haavelmo’s lectures”.71

A particularly important aspect of Haavelmo’s teaching was his research supervision. This was
something he to a large extent conducted as a Saturday seminar, from 10 a.m. to 12 p.m., in his office on
the third floor at Fredriksgate 3. There, junior and senior colleagues had an opportunity to present project
drafts and air ideas. This activity continued to some degree after the move to the Blindern campus.

Haavelmo’s research supervision may have been influenced by his keen awareness (and perhaps
partly in contrast with Frisch) that he himself had learned from others. Not long after Haavelmo began
working as a professor, he took steps to have the brilliantly talented economist and statistician Abraham
Wald, the person from whom he had learned most during his time in the US, invited to the university. The
invitation was sent, but Wald and his wife died in a plane crash in India in 1950.

Professorial duties also spanned comprehensive research activity. As a researcher, Haavelmo was a
typical basic researcher, an “economist’s economist”.72 Hw contributed fundamentally new insight to
several branches of economics.

Haavelmo abandoned econometrics after returning to Norway. Why he did so has been a matter of
speculation from time to time. He did not abandon it altogether. He held, among other things, as professor,
the econometrics seminar for advanced students every year. But he did not pursue research along the lines
drawn up in his thesis, preferring instead to concentrate on elaborating the theory. He offered a sort of
explanation for this on several occasions, among others in his 1957 Presidential Address to the
Econometric Society, by pointing out that after statistical methods to test theories had been developed, the
theories themselves were too imprecise to be tested.73 There was therefore a need to enhance the theories.

But other interpretations are conceivable. Haavelmo was never a one-track methodologist. On the
contrary, one can identify a strong interest in economic theory during his student days already, and a strong
empirical orientation too. The question concerning the confrontation of theory by data became a problem in
need of a solution as he progressed. During the war, too, Haavelmo invested a great deal of time on issues
not related to his econometric project. No particular reasons are therefore required to explain why he turned
his research sights towards theory.

A large proportion of Haavelmo’s theoretical work during the war concerned macroeconomic
questions, based, not least, on Keynes. He was not convinced of the excellence of Keynes’s theory in every
area and propounded the need to “dynamise Keynes”. Keynesian theory also informed a paper on fiscal
policy in a situation with unemployment, which he published towards the end of the war.74 Haavelmo
became known as the father of the balanced budget multiplier theorem.

Another theoretical issue occupying Haavelmo during the war was the role of random stimulus in
understanding economic mechanisms. This derived probably from his institute days as well, especially
experiences with Frisch’s attempt to solve the conjuncture problem. Haavelmo returned to this in the 1954
book A Theory of Economic Evolution. It was an early contribution to what would become a great wave of
mathematically expressed growth models to explain economic evolution. Haavelmo’s book was full of
interesting and fertile ideas, and did not attract the attention it merited by any means, possibly because
Haavelmo simply moved on to fresh questions, rather than keep on tinkering with the same ideas. Many of
the ideas were rediscovered by others.75

In 1960, after a fresh sabbatical year at Chicago University, he published Study in the Theory of
Investment. The book had a great impact on subsequent research into relations between investing, interest
rates and taxation. That work had roots back to and was inspired by Frisch’s lectures on Wicksell.76

In the 1970s Haavelmo became increasingly concerned about environmental issues. His love of the
values of nature played some part in this, but mostly he wanted to explain to the public and to politicians
some of the central aspects of the problem’s dynamic character. The impact of the relatively small number
of works he wrote on the subject was in inverse proportion to their quantity. He inspired a number of
younger economists to engage with the economic problems related to the environment. As always, he was
concerned to let theory act as a guide to policy-making.

Many of Haavelmo’s works from his last years of his professorial career addressed basic questions
related to the economy, government and social development, beyond the traditional boundaries of what
theory tended to address. He could be said to have posed questions more than providing clear-cut answers.



That was also the point, no doubt, not least to caution against quick and unreflective answers to
complicated social issues.

By all accounts, it was a prominent Haavelmoian trait that he never ceased to wonder and usually
air arguments about things that puzzled him. Whether he actually wanted a response or just to express his
thoughts was not always completely clear. He could enter the room of the institute’s research assistants to
air thoughts he had  had  after reading something in the papers or hearing it on the television. His reasoning
was always critical of what had been said. Perhaps it was meant to encourage the assistants to think over
the issue.77 Haavelmo was as such a scientist in everything he did and often used examples plucked from
everyday life to ignite a certain line of thought. His insight covered many subjects. His curiosity could be
seen in his manner of “wondering” how things actually ticked, things which frequently lay far outside the
traditional province of economics.

He could also knock on a colleague’s door, enter and set out the case for a certain argument, often
interspersed by criticism. It happened that the colleague honoured by this display realised later that the
criticism embedded in the argument was aimed at him- or herself. This slightly eccentric aspect of
Haavelmo’s character must have been in evidence already during his time as Frisch’s assistant, because
Frisch once said that Haavelmo’s eccentricity sometimes got the better of him:

It is not necessary to emulate a master of eccentricity, Haavelmo, who says things nobody understands, until
three days or a month later, while they are sitting at home, they suddenly exclaim: “Well, I’m blowed.” Being
moderately eccentric suffices.78

Haavelmo’s lifelong partner, Beulah Midgett, came to Norway after the war. They decided not to live
together, each residing in their own flat. She survived Haavelmo and died in Oslo in 2002.

Haavelmo’s non-academic pursuits were connected with either his passion for angling or his love
of the countryside. He skied  in winter, and when the institute relocated to Blindern he often skied from
Østerås, where he lived, through the Nordmarka forest to the university. He was a member of a shooting
club and an angler. He once owned three cabins simultaneously, one on the Hurum peninsula, and two at
Skurdalen near Geilo. He used them as a base when he went fishing. For a period it was not unusual at all
to see him bearing fresh cod from his Hurum cabin intended for Frisch. On one occasion, Haavelmo
wanted to leave an examination party early because he was planning to go ice-fishing in the Nordmarka
lakes the next morning. When a colleague asked him whether fishing wasn’t boring, he said, “It’s more
boring not to.”

Haavelmo never hid his preference for enjoying nature in solitude. It was said that if another angler
happened to turn up on the far side of the lake, Haavelmo’s fishing trip was ruined. After trekking with
Erling Sverdrup, he was heard to remark, with furrowed brow, “You can even hear children’s voices
nowadays in Femundsmarka”.

In some other respects he was not as bothered by environmental principles. Haavelmo’s office was
often shrouded in tobacco smoke. He was an inveterate pipe smoker, not to mention nicotine slave. Any
passing hint about opening a window was met with a refusal on the grounds that it would let in the noise of
traffic and pollution from the road outside.

He was often exceptionally taciturn when he met others in the countryside. This was something a
German tourist experienced to his cost when he turned up at one of Haavelmo’s cabins in Skurdalen a few
years after the war. Haavelmo was dressed for work and responded to the German’s greeting with a “Was
wollen Sie?” “Man muss ja die Einwohner kennenlernen. Ich bin hier früher gewesen,” said the German,
“Ah,” said Haavelmo, concluding his role in the conversation. “Das war einmal zu viel!”

Haavelmo painted and played chess as a form of relaxation too. He also practised woodcarving and
he made knives occasionally. Several of his paintings now hang on the walls of the institute. Many younger
colleagues will recall his picture of excavators and hepatica, a clear protest against the destruction of
nature.

Chess has a venerable tradition at the Institute of Economics at the university, and Haavelmo was a
dedicated amateur chess player. He once devised a most craftily thought-out chess problem for readers of
the Oslo paper Dagbladet. He played chess at Østerås too, where he lived on a housing estate for university
employees for thirty years. Several of his friends lived there as well, and people like Arne Skouen and
Helge Ingstad would often pop in.



HAAVELMO AND POLITICS

Politically, Haavelmo remained closely attached to the Labour Party all his adult life. He hardly ever
considered a career in politics, but he always displayed a strong interest in policy-making and an ability for
giving constructive advice.

As mentioned above, Haavelmo headed for a time the National Budget Division, 1947–8, while
waiting for his professorship to come through. It was a job at the heart of post-war economic planning, and
involved a great deal of contact with the government. Haavelmo also worked closely with Odd Aukrust, in
charge of preparing the national accounts at Central Bureau of Statistics. As division head, Haavelmo was
also involved in preparing the long-term programme on which the Marshall Plan in Norway would be
based.

Shortly after returning to the university, in June 1948 Haavelmo was appointed member of a
three-person committee, on which Odd Aukrust also sat, tasked with “an investigation of certain questions
related to stabilisation policy”. His contribution was mainly in a section entitled “Certain Theoretical
Considerations”, which made a convincing welfare-theoretical argument on inflation and fair
redistribution.79

Haavelmo also agreed to be a member and deputy chairman for a time of the Economic
Coordination Council (Det økonomiske samordningsråd), established in 1945 as an expert panel to support
economic policy. He was a member of the Economic Coordination Council from July 1948. The principal
questions on which Haavelmo offered advice again largely concerned price stabilisation, among other
things in the wake of sterling’s 1949 devaluation and the revision of subsidy policy in the early 1950s. The
Council was dissolved around the mid-1950s.

In the early post-war period Haavelmo enjoyed good relations with the leading Labour politician
and future prime minister Trygve Bratteli. While Bratteli was finance minister in prime minister Torp’s
government, Haavelmo was appointed adviser to Bratteli, from the end of 1951 to the beginning of 1955,
when the government left office. Haavelmo probably remained Bratteli’s personal adviser and sounding
board on a less formalised basis afterwards as well. Bratteli, as we know, was a politician whose economic
insight was second to none. People who knew them both may be able to imagine the meetings during which
Haavelmo presented the arguments and Bratteli listened. Both were men of few words.

Following Labour’s electoral defeat and return to the opposition benches in 1965, Haavelmo
agreed to sit on the Labour Party’s economic policy committee, which was headed by Bratteli. There was
one basic political question on which they could not agree. Haavelmo, like Frisch, actively opposed, if
somewhat less vociferously, Norway’s prospective membership of the EEC. Membership returned to the
political agenda in the early 1960s, and again in 1972, with the referendum. Haavelmo remained a member
of Labour’s economic policy committee for a good many years after the referendum. Haavelmo’s
contributions were few, but each one was a well-thought-through, concise and pedagogically brief lecture.

Petter Jakob Bjerve, who also sat on the Economic Coordination Council, believes Haavelmo’s
sense of duty made him agree to participate. “He showed no strong feelings during his incumbency. He
said what he meant, but it did not seem to worry him if others remained unconvinced or if his advice was
not adopted.”80

For a few years around 1960 the institute had three leading economists and strong personalities:
Ragnar Frisch, Trygve Haavelmo and Leif Johansen. Leif Johansen had been Frisch’s assistant shortly after
starting to study at the institute in the early 1950s; he became senior lecturer in 1960, and became professor
when Frisch retired in 1965. All three were affiliated with the political left. Haavelmo was a moderate
Labourite, as mentioned; Frisch, after voting Labour for the last time in 1961, became a bombastic
supporter of the Socialist People’s Party (Sosialistisk folkeparti); and since early adulthood, Leif Johansen
remained close to the Norwegian Communist Party, and for a period was used as a party spokesman.

Given their primacy among economists, the political climate at the institute was, one could say,
fairly unique in a Scandinavian context. It influenced scholarship as well.



THE NOBEL PRIZE – FORTY-FIVE YEARS AFTER THE EVENT

Why was the Nobel Prize not awarded to Haavelmo before he reached the age of seventy-eight – forty-five
years after he had published the most important work for which he was awarded the prize, not least because
it met with wide approval and exerted a significant impact from the moment it was published? The first
Nobel Prize in Economics was awarded in 1969, twenty-five years after Haavelmo’s achievements. Several
of the prizes during the first twenty years were awarded to economists whose achievements lay further back
in time than Haavelmo’s.

In 1989, Haavelmo was nominated by, among others, four junior colleagues at the Institute of
Economics.81 We know of earlier nominations, but why he was not selected remains unclear. A former
Nobel laureate is reported as having said that he had nominated Haavelmo seven or eight times, without
success. About the committee’s deliberations, there is no official information.82 It may be slightly
indicative of a restrained attitude to econometrics as a basis on which to award Haavelmo the Nobel Prize
in Economics. Leading econometricians, like Tjalling Koopmans and Lawrence Klein, were awarded the
prize for other achievements. The same, by and large, applies to Frisch.

By about the mid-1980s, Haavelmo’s fundamental advances in econometric methodology were
beginning to attract wider attention. This was partly due to much wider interest in the history of
econometrics.83 But to a point, one could also say that progress in the development of econometrics
actually put some of the basic questions addressed by Haavelmo back on the agenda. Since 1989, nothing
has emerged to suggest that the assessment of Haavelmo set out in the award citation has met with any
reversal. On the contrary, growing interest in and research on the history of econometrics, statistical
methods in the social sciences and on the philosophy of science only serve only to focus attention on
Haavelmo’s contributions.84 That he merited the award can therefore hardly be questioned.
The day before Haavelmo’s award was due to be made public, the committee’s. chairman, Professor Assar
Lindbeck, rang a colleague of Haavelmo’s, informed him of the impending announcement and asked if
Haavelmo’s health was sufficiently robust to get him through the process. Later that day this colleague
bumped into Haavelmo, and asked him if he was planning to be at the institute the following day.
Haavelmo replied in the affirmative; he was intrigued by the question, but was kept in the dark. The next
day Haavelmo was informed from Stockholm what it was all about. He immediately rang his colleague and
said, “I have a problem”. In the course of their conversation the colleague gained the impression that
Haavelmo would have preferred to refuse the prize.85

Haavelmo was an enthusiastic marksman, and trained at the Løvenskiold shooting range, not far
from his home. This was where he headed immediately after that conversation, and it was as he made his
way home to Østerås in Bærum that he ran into a posse of journalists and photographers. What Haavelmo
then said about winning the Nobel Prize was transmitted around the world. Pictures showed an irate
Haavelmo trying hard to shift reporters away from his garage. Haavelmo’s aversion to publicity was
common knowledge among his colleagues. The wide public interest in Haavelmo’s prize was due in no
small measure to the fact that no Norwegian had won the prize for many years. That the new Nobel Prize
winner was unknown to the public seemed to make him even more intriguing.

He described his reaction to winning the prize in a more articulated manner in several interviews.
He said, among other things, that he felt the prize should go to younger scientists whose work could still
benefit from it. Nor was there any question that Haavelmo did not feel honoured to receive the Nobel Prize.

Accompanied by a delegation from the Institute of Economics, he did show up in Stockholm. Tore
Lindholt, a former student and co-worker at the institute, was acting director of the railways in 1989, and
organised transport fit for a Nobel laureate. When Haavelmo arrived back in Oslo, he was met, as an old
Harley- Davidson fan, by the Harley-Davidson club of Norway, which rode in file behind his taxi all the
way home to Østerås.

The Nobel Prize included the sum of 3 million kroner. It had no effect, however, on his way of life.
Two-thirds of the amount, 2 million kroner, he donated by deed as early as 24 January 1990 to a fund
established to promote activity at the institute where he had spent most of his working life. When Bærums
Budstikke interviewed him twelve months after the presentation, he could inform them that the remaining
million was still in the bank, untouched. “I’ve never had a television, and don’t want one. All my creature
comforts are seen to.” It would stay there for a rainy day. He referred in this connection to Jean-Paul Sartre,
who turned the prize down, went blind, and could have done with the money.86 In his will Haavelmo left
his two cabins in Skurdalen to the University of Oslo.



Haavelmo with his Nobel Prize in Stockholm.



NOTES
1 Works mentioned in the Nobel Prize presentation speech are Haavelmo 1943a, 1944 and Girshick and Haavelmo 1947.
2 See Haavelmo 1990.
3 Haavelmo 1954.
4 Haavelmo 1960.
5 The government soon started allocating funds for the institute which after the Second World War became part of the
 University of Oslo.
6 Joseph A. Schumpeter (1883–1950). Studied in Vienna under F. von Wieser and E. von Böhm-Bawerk. Austrian Finance
 Minister briefly in 1919. Attached to Graz and Bonn Universities, and from 1932 Harvard. One of the twentieth

 century’s most acclaimed economists.
7 Irving Fisher (1867–1947). Studied mathematics at Yale under J.W. Gibbs. PhD thesis in mathematical economy 1891.

 Professor at Yale 1898–1935. The most widely known US economist in the first half of the twentieth century.
8 Jan Tinbergen (1903–1994) was Holland’s leading economist in the twentieth century. Professor of econometrics,

Rotterdam University, 1933. Director, Dutch Planning Agency, 1945–52. Shared first Nobel Prize in Economics
with Ragnar Frisch, 1969.

9 Jacob Marschak, born in Kiev, Ukraine, in 1898. Died 1977) Was Minister of Labour at the age of nineteen in Georgia’s
Menshevik Government. Studied in Berlin under L.V. Bortkiewicz. PhD, Heidelberg 1922. Taught at Heidelberg
from 1930 to 1933 when he was forced to flee Germany. Director, Institute of Statistics, Oxford, UK, 1935–39.
Joined the faculty of the New School for Social Research, New York, 1939–43; University of Chicago 1943–55;
Yale 1955–60 and University of California, Los Angeles, 1960–77. Research Director, Cowles Commission,
1943–48.

10 On Frederic V. Waugh (1898–1974), see Fox 1989.
11 Frisch 1934, see Bjerkholt 2005.
12 For a detailed account, see Andvig, Bjerkholt and Thonstad 1995.
13 Tjalling C. Koopmans (1910–1985). Studied mathematics and physics at the University of Utrecht. Doctoral dissertation

in mathematical statistics, Leyden, 1936. After its 1937 publication, Koopmans’s dissertation was central in the
efforts to devise econometric methods (see Morgan, 1989). Professor, University of Chicago, 1946–55; Yale
1955–81. Joined Cowles Commission, 1944; Research Director 1948–54. Shared 1975 Nobel Prize with Leonid
Kantorovitsj.

14 “Når ølet er godt, drikker kvinnen en pæl og mannen en pott.” A “pæl” is one quarter of a “pott”.
15 The final report was sent to the Brewers’ Association in 1936. It was never published.
16 Keynes 1936.
17 John R. Hicks (1904–1989). Studied at Oxford. University lecturership at Cambridge (and Fellowship of Gonville and

Caius College) 1935–38; Professor, University of Manchester, 1938–46; Research Fellow of Nuffield College
(1946–52); Drummond Professor of Political Economy (1952–65); Research Fellow of All Souls College
(1965–71) – all at Oxford. Hicks’s paper for the Oxford conference (Hicks 1937), is the original source of the
“ISLM model”, widely known from untold textbooks in macro economics. Haavelmo studied particularly closely
Hicks’s 1939 Value and Capital. John Hicks shared the 1972 Nobel Prize with Kenneth J. Arrow.

18 James E. Meade (1907–1995), born in Bath, UK. Studied at Oxford. Professor at London School of Economics 1947–58;
 Cambridge 1958–69. James Meade shared the 1977 Nobel Prize with Bertil Ohlin.

19 Roy F. Harrod (1900–78). Discovered the Harrod-Domar model and was Keynes’s first biographer.
20 Jerzy Neyman (1894–1981), Polish, born at Bendery, Moldavia. Devised with Egon Pearson in early 1930s the Neyman-

Pearson theory on the testing of statistical hypotheses. Moved to University of California, Berkeley 1938.
21 Friedrich August von Hayek (1899–1992). Studied in Vienna under F. von Wieser. First director of the Austrian Institute

of Cyclical Studies, 1927–31. Joined staff at the London School of Economics, 1931–1950; University of Chicago,
1950–62; and later Freiburg and Salzburg. Awarded the 1974 Nobel Prize with Gunnar Myrdal.

22 See Frisch and Haavelmo 1938.
23 Regarding the demand for milk, determining price and income elasticities was not enough, one had to know how they

 dependend upon the income level.



24 Letter from R. Frisch to E. Wagemann, 1 December, 1937.
25 Ernst Wagemann was director of the Institut für Konjunkturforschung. In Germany he was a widely known statistician.
26 Karl Stumpff was in charge of operations at Periodenforschung. He kindly helped Haavelmo with the surveys.
27 Letter from T. Haavelmo to I. Wedervang, 19 February, 1938.
28 Operations were undertaken at the League of Nations’ Financial Section, headed at time by Alexander Loveday.
29 Gottfried Haberler (1900–1995). Studied in Vienna under F. von Wieser and L. von Mises. Professor at the University of

Vienna, 1928–36; and Harvard, 1936–71. Haberler’s work for the League of Nations was published in G.
Haberler: Prosperity and Depression (Geneva, League of Nations, 1937).

30 Jacques J. Polak (1914-), born in Rotterdam, Holland. Leading post-war economist at the International Monetary Fund
 (IMF).

31 Abraham Wald (1902–1950), born in Cluj, Romania. Studied mathematics in Vienna under Karl Menger. Fled Europe in
great haste in 1938, and made for the US where he was attached to the Cowles Commission. Succeeded Harold
Hotelling as Professor of Statistics at Columbia University, 1941. Wald exercised a great influence on Haavelmo’s
thinking in the US.

32 Tinbergen’s efforts resulted in Tinbergen, 1939. Tinbergen is one of the leading figures in the history of econometrics (see

 Morgan, 1989). He was also had a strong influence on Haavelmo.
33 See Haavelmo 1938.
34 Interview with Trygve Haavelmo printed in the economics students’ periodical Stimulator 2, no 7, 1948, 13–14. It was

 Mathieu’s differential equation that caused the bother.
35 Erich Schneider was German and much taken by Frisch’s production theory. Haavelmo mentioned how much he had

learned from Schneider in his earliest papers on investment theory. After the Schneider became a persona non
grata in Denmark. He moved to Kiel and the director’s chair at the Institut für Weltwirtschaft. Torkil Kristensen
was finance minister in Denmark’s first post-war government, and later OECD (OEEC) Secretary General.

36 Kjeld Philip and Jørgen Gelting were rivals for a chair in Copenhagen, which in the event was given to Philip. After
twenty years as professor became finance minister. Gelting found a professorship at Aarhus, and is known today as
the man behind the “balanced budget multiplier”, which he set out in a largely overlooked 1941 paper. When
Haavelmo wrote on the impact of balanced budget modifications in Econometrica i, 1945, a paper that by no means
was overlooked, it was independent of Gelting’s work. Danish economists have questioned whether the two might
have discussed it at Aarhus.

37 See Haavelmo 1939a, 1939b. On Haavelmo in Denmark, see Andersen and Kærgaard, 2000.
38 See Haavelmo 1939c.
39 Arne Skaug (1906–1974), after cand.oecon. 1930 worked at the Central Bureau of Statistics. He was a research assistant

on the structural survey at the institute. Following the war, Skaug became the Bureau’s director, 1946–48,
Norway’s envoy to OEEC and NATO, Minister of Trade 1955–62, finally ambassador.

40 Cowles Commission for Research in Economics, founded by the businessman Alfred Cowles III to back efforts at the
Econometric Society, was a small research outfit based in Colorado Springs. Cowles guaranteed the expenses
when Econometrica was founded in 1933 and backed the journal financially over a period of several years.

41 Gerhard Tintner (1907–83) born in Nuremberg. Studied in Vienna. Joined the Austrian Institute of Cyclical Studies in
Vienna before emigrating to the US where he was appointed professor first at Iowa State University 1937–62 then
University of Southern California 1963–73. Ames, Iowa, a centre of agricultural econometrics. In 1952 Tintner
published one of the first and most widely read textbooks in econometrics.

42 Haavelmo referred to his meeting with Neyman in California in his Nobel Lecture (Haavelmo, 1990). Haavelmo describes
how “I lost most of my illusions regarding the understanding of how to do econometrics”. This caused some
historians of econometrics to erroneously believe this was the first time Haavelmo and Neyman met.

43 Wassily Leontief (1905–1999), born in Munich. Studied in Leningrad and Berlin. Joined the faculty at Harvard in 1931.
Leontief invented input-output analysis, which engrossed Frisch after the war and strongly influenced the design of
Norwegian macro economic models. Leontief won the Nobel Prize in 1973.

44 Haavelmo 1941.
45 Letter from T. Haavelmo to R. Frisch, 31 August, 1941.
46 R. Frisch to T. Haavelmo, 25 September T., 1941.
47 It was published after the war as a Memorandum by the Institute of Economics, University of Oslo, February 16, 1951.
48 Any Norwegian returning to Norway from the USA today, that is, from a de facto ally of Norway, and a future official

ally as well, from a country whose efforts in this war will bring about Norway’s liberation, will be considered and
treated as a traitor. Such a person would immediately be put in a senior job, he would forfeit all his friends and
acquaintances, and be branded for life. I can assure you that this is no exaggeration. Letter from K. Getz Wold to T.
Haavelmo, 15 August, 1941. Knut Getz Wold was an economist and worked under Frisch at the institute before the
war. He was in Stockholm when this letter was sent, but managed to get over to London where he worked at
Norway’s Ministry of Finance in exile. He became deputy chairman and later chairman of the board of directors of
Norges Bank.

49 Interview with T. Haavelmo by Stimulator 2, no 7, 1948, p.14.
50 Arrow 1978. Kenneth J. Arrow was born in 1921. Was attached to the Cowles Commission in 1948. Professor at Harvard

1968–79 and Stanford in 1980 where he is now Professor of Economics (Emeritus). Kenneth Arrow was awarded
the Nobel Prize in 1972, which he shared with John Hicks.

51 Lawrence R. Klein (1920- ). Joined the Cowles Commission, 1944. Professor at University of Pennsylvania. Lawrence
 Klein won the Nobel Prize in 1980. Getting to know Haavelmo resulted later in Klein’s stay in Oslo, 1947–48.



52 Samuelson 1991. Paul A. Samuelson (1915-), studied at the Universities of Chicago and Harvard. Joined the staff of
 M.I.T., 1941. Paul A. Samuelson was awarded the Nobel Prize in 1970

53 See Haavelmo 1943b.
54 See Haavelmo 1943a.
55 Letter from R. Frisch to T. Haavelmo, 10 September, 1945.
56 Theodore W. Schultz (1902–1998). Professor at Chicago University, 1943–72, thereafter Pro- fessor Emeritus. He is

generally known for his work in agricultural economics and educational economics. Theodore Schultz won the
1979 Nobel Prize.

57 Letter from A. Skaug to T. Haavelmo, 13 July, 1946.
58 Letter from K. Getz Wold to T. Haavelmo, 15 July, 1946.
59 Telegram from E. Brofoss to T. Haavelmo, 14 November, 1946.
60 Telegram from T. Haavelmo to E. Brofoss, 16 November, 1946, see Bjerkholt 2000.
61 Devision of Monetary Policy was established immediately after the new government assumed office in November 1945.

Petter Jakob Bjerve (1913–2004), a former student of Frisch’s, was in charge of the 1947 national budget, but
stepped down to study in the US. He was director of the Central Bureau of Statistics, 1949–80.

62 Stein Rossen provided this information.
63 See the official announcement and discussions of Haavelmo’s work in econometrics in Biørn, 1989; Hendry, Spanos and

 Ericsson, 1989; and Stigum, 1989.
64 Frisch 1931, p. 282.
65 Known as the identification problem in econometric terminology.
66 Letter from T. Haavelmo to R. Frisch, 31 August, 1941.
67 Haavelmo 1950, p. 265.
68 See Hendry and Morgan, 1995, a comprehensive collection of historical documents concerning the history of

econometrics. Of 25 documents dated 1930–52, at least 20 are written by econometricians mentioned above:
Tinbergen 6, Frisch 5, Haavelmo 3, Koopmans 3, Marschak 2 and Reiersøl 1.

69 Schumpeter 1954, p.1163.
70 Haavelmo mentioned in interviews following the presentation ceremony that he had spent “35 years” at the University. He

 probably included the years at Frisch’s laboratory before his professorship came through (i.e., 1933–37).
71 See article by J.F. Qvigstad in Sosialøkonomen (1989).
72 The expression is Agnar Sandmo’s. See Sandmo 1989, pp. 92–93.
73 Cf. additionally Haavelmo’s Nobel Lecture and interview with Sofie Mathiassen in Sosialøkonomen, 1989.
74 Haavelmo 1945.
75 See Moene 1989 and Moene and Rødseth 1991.
76 See Førsund 1989.
77 Cf. Qvigstad 1989, p. 26.
78 Frisch 1960, p. 17.
79 Haavelmo and Odd Aukrust worked together later as well, among other things on a government appointed small fiscal

policy commission comprising only three members, around 1960. In 1965 Haavelmo was invited by the
government, led by Per Borten at the time, to sit on a committee of experts, chaired by Aukrust, to report on
industrial pay negotiations (“Aukrust Committee”). Haavelmo declined the invitation which passed subsequently to
Fritz Holte.

80 Cited in Bjerve, 1989. The passage dealing with Haavelmo and politics is based extensively on Bjerve’s article.
81 Haavelmo was also nominated by a leading American econometrician in 1989, a professor of Stanford University, 
 Theodore W. Anderson, and, in all likelihood, by others. 131 people were nominated that year.
82 Though several members of the Prize Committee said publicly at the time that the prize by rights should have been

awarded to Haavelmo long ago. Other evidence, too, suggests Haavelmo was considered to have been unjustly
overlooked.

83 See, for instance, Morgan (1989).
84 See, for instance, Davis, 2000.
85 Tore Thonstad provided this information.
86 Haavelmo may not have been aware of the fact, but when his eyesight failed him Jean Paul Sartre asked the Nobel Prize

 Committee in Stockholm if they couldn’t see a way of giving him the money after all!
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