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Like Bob Pollin, who wrote the preface to this edition, I read Hunt and Sherman’s Economics some 30 years ago, as a beginning graduate student.  Their book is part of the reason I am a political economist today.

Also like Bob, I worked, at least for a short while, in the Economics Department of The University of California at Riverside, when Howard Sherman was a member of the department (after E.K. Hunt had left for the University of Utah).  I was able to witness first hand Howard’s tireless dedication to making radical political economy accessible and engaging to students.

Also like Michael Meeropol, the other discussant of this just published edition of Hunt and Sherman’s Economics, I want to make it clear from the start that I very much like the seventh edition of Economics.  I agree with Bob Pollin that, like its initial edition, Sherman, Hunt, Nesiba, O’Hara, and Wiens-Tuers continues to “hit the mark.”  It provides students a wonderfully engaging way to learn about the most plaguing economic problems of our time and what we might do about them.

One of the great strengths of the book, as Mike points out in his discussion, is its fulsome treatment of economic history and the rise of capitalism.  That alone makes this edition of Hunt and Sherman, like the earlier editions, clearly superior to most any other book on the market.    

I should not say too much about this since economic history is Mike’s area.  But let me just underline its importance with one comment.  When I teach the “The Communist Manifesto” in my History of Economic Thought course, I always ask my students why would Marx spend so much time describing the rise of capitalism in a pamphlet designed to be hocked on a street corner or at a factory gate?

When successful, our discussion leads to the realization that if you want to “change the system” you have to convince people that capitalism has not always been here and that it will not always be here, or, in other words, that capitalism is a historical moment with a beginning and an end.

No introductory economics textbook conveys that insight better than Hunt and Sherman has over the years.  And never have we been more in need of that insight than today as capitalism spans the globe blotting out our vision of alternatives.

My job is not just to say nice things about a book that clearly deserves praise but also to talk about how it could be even better. I will discuss three parts of the book:  the Microeconomics part, the Macroeconomics part, and the International or Global Policy part.  I speak from the perspective of someone who has taught introductory economics for three decades, and has edited several editions of Real World Macro, the Dollars & Sense classroom reader. 
Microeconomics: Prices, Profits, and Poverty

I very much like chapter 17, entitled “Robin Crusoe: Two Perspectives on Microeconomics,” that introduces the microeconomics part of the book.   It is a gem.  At Dollars & Sense we use a similar introduction to our Real World Micro reader, called “Two Economies.” But our introduction is far shorter and far less compelling.

Nonetheless, I would urge the authors to go further in exposing the roots of the differences between neoclassical economics and what the authors call progressive political economy inspired by Veblen, Marx, and Keynes.    In History of Economic Thought: A Critical Perspective, also published by M. E. Sharpe, E. K. Hunt shows us how to do that in a marvelously effective way. Hunt distinguishes between economic theories that adhere to an exchange perspective and economic theories that adhere to a production perspective.  

Exchange-based theories, such as neoclassical economics, depict every economic transaction, including that between employer and employee, to be self-interested and mutually advantageous. From this perspective, the return to each factor of production is justified, including profits, and capitalism is viewed a system that promotes social harmony.  

Theories that adhere to a production perspective, such as Marx’s labor theory of value, often see economic transactions as conflictual.  From this perspective, profits are the product of the exploitation of labor and capitalism is seen as a system where one class makes out at the expense of another.

Developing this distinction would go a long way toward explaining the sharply different perspectives between the nine chapters of progressive political economic and ten chapters of neoclassical microeconomics that follow in this part.  For instance, developing the distinction between exchange and production perspectives would bolster the critique of the neoclassical theory of distribution and the maximization of profits at the end of chapter 31 and in its appendices.

Political Economy Chapters and Critiques of Neoclassical Economics

I like the political economy chapters in the microeconomics part, especially the chapter on how economic inequality leads to political economy and the chapter on economic democracy and alternative cooperative forms of organizing production.  They are both quite strong and absent in most every other introductory textbook.  I also found the chapter on the environment to be up to date, with its emphasis on the policy debate on the merits of a carbon tax and cap and trade regulation. 

The criticisms at the end of chapters on neoclassical economics are less strong that the political economy chapters.  These critiques of neoclassical economics could have been developed more fully and other criticisms and policy issues were missing.

The chapters on neoclassical consumption theory are followed by a solid discussion on conspicuous consumption, consumer sovereignty, and the dependence effect (from Galbraith’s Affluent Society), all topics that I teach in introductory economics. 

But I was looking for a fuller discussion of several issues that get at what’s wrong with neoclassical economics.  Let me list a few:

First, a discussion of comparable worth, either in the political economy chapters but preferably in the neoclassical chapters, provides a great opportunity to explore what is wrong with market evaluations of work and to discuss notions of caring labor.


Second. a discussion of how higher minimum wages (or even a living wage) is not a jobs-killer because higher wages can boost productivity, limit labor turnover, and reduce job training costs is a great antidote to the neoclassical notion that market outcomes are the best possible outcomes.

Third, a discussion of the costs of Wal-Mart’s “everyday low prices” for U.S. workers and consumers is great mechanism for pushing students to assess the broader implications of market arrangements. While it is undoubtedly an exaggeration that Henry Ford sought to pay his workers enough that they could afford to buy one of the cars they produce. Sam Walton did seek to pay his workers so little that they could afford to shop nowhere other than Wal-Mart.  Students need to be asked what they think of the labor practices of Wal-Mart, today’s largest employer, that pit workers against consumers.   (See John Miller, “What's Good for Wal-Mart...,” Dollars & Sense Magazine, Jan./Feb.  2006.)

Fourth, a discussion of downward sloping long run average cost curves would have improved the appendix to chapter 30.   Specifically I was hoping to read that that the downward sloping long run average cost curves of most U.S. industries are incompatible with neoclassical notions of competition.

Macroeconomics: Growth and Stability

I agree with Michael Meeropol that the macroeconomics part of the textbook begins with the instability of the business cycle is one of the real strengths of the book.  Like Mike, and obviously Howard Sherman who is the chief author of this part, I too am fond of using Mitchell’s cycle relatives to depict business cycle patterns and the implications of the ups and downs of the business cycle for the work a day world.  

Cycle relatives, a technique that charts how economic variables, such as employment, wages, and profits, move over the stages of a business cycle, throw into sharp relief the consequences of economic instability.   For several years, I used to great success Stagflation, a short book Howard published in the late 1970s that relies on cycle relatives, in my introductory macroeconomics course. 

Cycle relatives, especially as Howard uses them, illustrates that the accumulation of profits is at the heart of macroeconomics.   I would, however, add a description of the precariousness of the accumulation process inspired by Marx’s circuits of capital, as Robert Heilbroner does in his short book Beyond Boom and Crash.  

In addition, I would extend the already strong critique of Say’s law in this section, by taking on more directly neoclassical and new classical renderings of the macro economy.  Specifically I would challenge the New Classical Economics claim that the economy is governed by a vertical aggregate supply anchored at the natural level of output (the highest level of output consistent with price stability).  To do that a healthy dose of New Keynesian Economics about the stickiness of wages and prices and macroeconomic coordination failures would be quite helpful. 

I would also make use of the concept of a “Silent depression” developed by the dye-in-the-wool Keynesian economist Wallace Peterson.   In his 1994 book entitled the Silent Depression, Peterson argued that today’s economy may grow but most people endure depression like conditions that go unnoticed in the official economic logbooks.

More disturbing to me that even the cyclical instability of the macro economy is the fact that economic expansions now do so little to improve the economic conditions of most people.  The expansion of the last six years, which came to a close with the collapse of the housing market at the end of last year, is a case in point.   The economy expanded for 74 straight months, from November 2001 to October 2007, but added about one-third as many jobs as the average U.S. economic expansion since World War II, and did about one-half as much to boost real wages as the average postwar expansion.  At the same time, it did more to boost corporate profits than any other postwar expansion (that lasted that long).   (See John Miller, “Stormier Weather,” Dollars & Sense Magazine, Jan./Feb. 2008.)  These disturbing developments get some attention in the text.  But Howard could surely say more about this.  This spring he published an article that answers the question, “Why Is This Cycle Different from All Other Cycles?” 

There are other changes that could enhance what is already one of the strongest parts of the book.  Here is a brief discussion of three:

First, unlike GDP, the "Genuine Progress Indicator," a measure developed by the San Francisco-based group Redefining Progress, measures the costs as well as the benefits of economic growth. The Genuine Progress Indicator accounts for how production and consumption create social ills such as inequality and create environmental problems that threaten future generations, such as global warming and the depletion of natural resources.  It is always helpful for students to consider if Gross Domestic Product or the Genuine Progress Indicator provides a better measure of economic progress.
Second, the text points out that GDP fails to recognize much of the work done in the home, largely by women.  In recent years the United Nations and other national groups have developed quantitative measures of the value of work done in the home. For instance, one measure, developed by the UN's International Training and Research Institute calculates that counting unpaid household production would add 30-60 percent to the GDP of industrialized countries, and far more for developing countries. But these studies don’t get mentioned in the text.

Third, the Federal Reserve Board consistently puts the interests of investors ahead of people seeking work and everyone who benefits from social spending. The Fed regularly moves to protect the value of the stocks and bonds by keeping inflation even at the expense of maintaining employment growth.  On top of that, whenever public spending is proposed, be it in health care, housing or transportation, the first question politicians ask is, “what will the bond market think about it?'  A discussion of these issues would reveal the class-character of much macroeconomic policy and how the tradeoff between inflation and unemployment turns on class struggle.

International and Global Policy

This is the newest part of the book and the shortest, and understandably the one that could use the most improvement. Here are some suggestions that add to an already formidable critique of free-trade policies based on comparative advantage.

I would start by changing the example of comparative advantage in the text to the original example that David Ricardo presents in On the Principles of Political Economy and Taxation, written in 1817. In Ricardo’s example, Portugal possesses an absolute advantage in the production of wine and cloth. But England has a comparative advantage in the production of cloth, while Portugal's comparative advantage is in wine production. Ricardo, the English political economist, councils England to specialize in the production of cloth and Portugal to specialize in wine making.  And the rest is history. 

Nothing makes the point that comparative advantage is a static concept that is an inadequate guide to the dynamic process of economic development better than Ricardo’s original’s example.  Who among us would recommend wine making over cloth production as a development path?  Study after study has pointed to the key role that light manufacturing, especially the textile industry, has played in the history of industrialization.  The point here is not that Ricardo's advice is self-serving but that comparative advantage is a flawed guide to economic development. 

Second, I would add a longer analysis of the trade policies actually followed by today industrialized economies during their development phase.  For instance, during its period of most rapid development, the half century following the Civil War, the United States imposed tariffs on imports that averaged around 40 percent, a level higher than those in all but one of today's developing economies. That not a single major industrialized country adhered to free trade polices as it developed exposes the bankruptcy those policies as a guide to development.  

Third, the text presents the Prebisch-Singer hypothesis that deteriorating terms of trade for primary products have hurt developing countries and shows that is still the case today. But the deteriorating terms of trade argument, as James Heintz from the Political Economy Research Institute has shown, also applies to light manufacturing products, the principle export of many of today’s most rapidly growing developing countries.  Those deteriorating terms of trade as well as the ones for primary goods continue to harm the economic prospects of developing countries. 

Fourth, the spread of outsourcing adds to the critique of free trade and comparative advantage.  According to economist Alan Blinder, outsourcing is will likely disrupt the U.S. economy for decades, putting 40 million U.S. jobs at risk of being shipped overseas.  Outsourcing challenges the assumptions of the notion of comparative advantage.  U.S. corporations now produce not in their own country, but across the global. They hire not only manufacturing workers and call center workers from other countries but also high-end service workers, from computer programmer, to doctors to read x-rays, to editors of print, video, and film, and even economists from abroad and employ them there.  Free-trader Blinder admits that, “Offshoring Rattles Me.”  For political economists, outsourcing is another step by which capitalism converts the physician, the lawyer, and the person of science into mere wage laborers, to paraphrase Marx’s “Communist Manifesto.”

Fifth, I would do more than the text does to pinpoint the ways in which the brief for globalization is fundamentally flawed.  That brief goes something like this. Countries that trade a lot grow quickly and poverty rates decline in rapidly growing countries.  High levels of exports and imports indicate a high level of integration into the world economy, or globalization. Therefore globalization promotes rapid growth and alleviates poverty and is far superior to economic isolation.  

But the globalization debate was never about economic isolation vs. integration into the world economy; rather the real debate is about what policies allow a developing economy to engage successfully with the world economy. The advocates’ case tells us about a country’s degree of engagement with the world economy but not the manner of that engagement. Knowing that international trade and faster economic growth rates are positively correlated hardly constitutes an endorsement of the neo-liberal policy of lower barriers for trade and the movement of international capital.

Sixth, most economists do favor lower barriers to trade for commodities.  But even among mainstream economists there is far less support for financial liberalization – the removal of government regulation of financial and capital markets  -- than for trade liberalization. “It is a seductive idea,” says free-trader Jagdish Bhagwati, “but the claims of enormous benefit from free capital mobility are not persuasive.”   In addition, capital market liberalization entails substantial risks for it strips away the regulations intended to control the flow of short-term loans and contracts in and out of a country.  The East Asian financial crisis and the dangers of financial liberalization get some mention in the text but this section could be developed further with an emphasis on the fact that even some free traders dissent from financial liberalization.

Finally, I would introduce the debate about sweatshops and international labor standards as an example of the conflict between theories that adhere to an exchange perspective and those that hold to a production perspective.  From an exchange perspective every labor market exchange is mutually beneficial, no matter how desperate the job seeker or if the job the worker accepts might be described as a sweatshop.  From this perspective it is axiomatic that these jobs make workers better off, for otherwise they would have never accepted them. This is especially true when the alternative for most sweatshop workers is poverty-ridden subsistence agriculture,  

From a production perspective, the view of sweatshops and these desperate exchanges is quite different.  For instance, from this political economy perspective sweatshops are defined by abusive working conditions – dangerous working conditions, long hours, or wages unable to lift a worker and her dependents out of poverty.   That these jobs might improve the workers income or that workers have chosen these jobs (if subject to the usual coercion of market exchanges) does nothing to alter the exploitative character of this work.   

Finally, a discussion of sweatshops and labor standards reveals that neoclassical economists and political economists agree that labor markets should not be allowed to operate unchecked.  For instance, nearly all economists believe that slavery should be outlawed.  Given the willingness of economists to intervene in labor market outcomes, the question is no longer should we apply universal standards or social regulations to labor markets, but what those standards should be. Should they include an international minimum wage (e.g., $2 a day – a World Bank poverty measure) or right to rest (at least one day off a week) or minimum health and safety standards for work places?  (See John Miller “Why Economists Are Wrong About Sweatshops and the Antisweatshop Movement”.)
Conclusion 

I want to close by thanking the authors for giving me the opportunity to read introductory economics written in the way that it should be – engaging, critical, and dedicated to not just explaining the world but improving it.

Word Count is 3171.
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