
Substantive or ecological rationality?  
A case of the money illusion
János Vincze 

The money illusion means an inability to distinguish between nominal and real 
value. After economists had discovered it, it was forgotten by the mainstream as being 
incompatible with rational decision-making. A rediscovery was made in behavioural 
economics and listed under the heading of cognitive biases. However, there exists a 
psychological paradigm ‒ the adaptive toolbox theory ‒ which sheds a different light 
on it. It sees the notion of the money illusion as unavoidable, as the objective, quan-
titative representation of economic “value” has to be nominal. Nominal representa-
tion of value may be ecologically rational, i. e. something that works reasonably well 
in certain circumstances. Having described the toolbox view and concept of ecologi-
cal rationality, the author analyses the money illusion from this new vantage point, 
which brings forth some novel arguments. For instance, it strengthens the case for 
price stability in a strict sense. Also, it shows that price indices measuring the psy-
chological feeling of the purchasing value of money may have a place alongside more 
traditional cost-of-living indices. 

A demand-led model of the housing market for studying  
the macro-prudential means of regulating housing loans
Bence Mérő and Nikolett Vágó 

One goal of macro-prudential policy is to lower the systemic risks in mortgage lend-
ing. This paper presents an agent-based housing-market model of one million house-
holds taken from Hungarian databases. The housing market is demand-driven and 
households’ decisions are set by their preferences and income, and credit constraints 
posed by macro-prudential regulation. The authors investigate how various combina-
tions of payment-to-income and loan-to-value regulations affect banking- sector prof-
itability and stability and the welfare of households. The results depend on assump-
tions for shocks and the preferences of policy-makers, as bank profitability and house-
hold welfare may be influenced differently by debt-cap rules. The results of the model 
suggest no need to tighten further the prevailing LTV regulation of 80 per cent if the 
long-term profitability of the banking system is considered.
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The social costs of comprehensive prevention programmes 
conducted by general practitioners
Norbert Buzás, István Kiss Márton and Magor Papp 

General practitioners seek to be the key players in preventing chronic illness. The 
overall social costs of this have been hard to gauge because GP practices, in terms of 
organization and cost-effectiveness, are not yet capable of carrying out comprehen-
sive prevention programmes. However, prevention activities in practice communities 
under the Swiss Contribution Healthcare Development Model Program have allowed 
the authors to study the actual costs of such preventive and related health-promotion 
activities in detail. A complete cost analysis was made of the practice communities, 
according to cost and cost drivers and cost-effectiveness. It was found that the aver-
age operating costs of the practice community cover the costs of the patient health 
check-ups there and for the whole population.

The wealthy poor – “willingness to spend time” in evaluating 
environmental benefits
Zsuzsanna Marjainé Szerényi and Tamás Kocsis

Globally, the monetary value of changing environmental benefits has been exten-
sively researched. The focus is mostly on how much people will sacrifice to gain an 
advantageous change in the environment or avoid a detrimental one. In many cases, 
offering money is hindered if those questioned have no disposable income to spend 
on such causes, even if only in principle. The literature suggests replacing monetary 
offerings with contributions of time or work, as the former is invariably market based 
and quantitative. So the “one dollar, one vote” logic of the traditional market may even 
take a more democratic direction; a calendar day means 24 hours to all. The paper 
summarizes the literature on this topic.


