AN APPRECIATION OF THE NEW EDITION OF Hunt, Sherman, O’Hara, Nesiba and Weins-Tuers COMBINED WITH A SUGGESTION.

By Michael Meeropol, Western New England College

[Paper delivered to a Roundtable Discussion of the new edition – at the AFIT meetings in Denver, Colorado, April 24, 2008.]

I want to use my time on this panel to do three things.  First I want to explain why I think this book is a great way to teach Principles of Economics and/or Principles of Political Economy to US students.  Second, I want to say a little bit about the history and macro sections of the book.  Third, I want to make a suggestion on how this book’s message can be extended by creating a web-based “team” of discussants to interact with students and adopting faculty during what we all hope will be a very successful re-introduction of this work to a new generation of students and their instructors.
I.   TEACHING PRINCIPLES OF ECONOMICS IF YOU HAVE A RADICAL (or otherwise heterodox) PERSPECTIVE …
Principles of Economics is a course taken by tens of thousands of US students every year.  As Bob Pollin so rightly points out in the Forward, too many texts are “tedious, intimidating or … both …” Part of it is the apparently technical nature of economics with graphs, equations and data.  But some of it, I suspect, is that the policy discussions seem far removed from everyday life and for the curious student unconnected to reality.
For example, the story of “perfect competition” which is the centerpiece of “how the world works” seems so out of this world that students soon come to see economics as a branch of pure mathematics where the elegance of the analysis is its own reward and the relevance to the real world is almost beside the point.  Similarly the idea that economics is the “science of choice” does not sit well with students when many of them see their “choices” so incredibly constrained that the alternatives they see presented to “economic actors” are truly awful.   Take this unsafe, low-paying job, OR suffer unemployment or poverty.  See your town lose jobs when a factory closes OR risk dying from environmentally created cancer caused by pollution from that factory.  Such choices may be the equivalent of the one offered by the criminal with a gun – “your money or your life…” --   not real choices at all.
That’s why I think there is a crying need for a book that engages the student with an historical overview – specific to the United States – and a sense that the issues in understanding “how the world works” are not settled – that intellectual schools are contending with very different understandings of reality.  Also, in my view, a book that engages the students by noting that it actually matters what they themselves think about these contending schools encourages independent thought and not merely the ability to absorb revealed truth will go a long way towards awakening the inherent curiosity in our students.  It will also resonate with those students who already come to college with a social conscience and are looking for ways to connect that “gut feeling” with the things they read and discuss in the classroom.
On these counts, the book succeeds admirably.  My major question – which will be answered very shortly in the real world of classroom adoptions – is how will it fly with instructors?  The original Hunt and Sherman, the most successful of the alternative Principles textbooks in the 1970s, demonstrated that a heterodox book that added a very useful excursion through the History of Economic Thought to the traditional “Samuelson” model [micro one semester, macro the other, in either order!] could be successful.  This edition adds some significant history of the development of capitalism to the History of Thought section.  The problem many instructors have with adding history and/or History of Thought to the traditional principles level topics is time.  That is why my guess is that this book will be most appropriate for well prepared and intellectually curious students who will be able and willing to do the extra work that such a comprehensive book will require.
SOME COMMENTS ON THE HISTORY AND MACRO SECTIONS OF THE BOOK

Before I continue, I want to state unequivocally that I really like this book.  Every time I look at it (and I’m on my third read-through) I find something new and interesting that I would certainly want to make the subject of a class discussion.  In what follows, I will intersperse praise with some suggestions for improvements.

Starting in the very first chapter which utilizes the path-breaking work of Jared Diamond
 and continuing right up through p. 56, the book gives an overview of the development of human social organization from the early communal stage through ancient (western) slavery, western feudalism and capitalism.  Each stage in the analysis is aided by neatly summarizing tables on pp. 5, 23, 42, and 55 which are then reproduced together on p. 56.  These tables utilize a schema introduced on p. 6 showing the interaction of the four basic features of any society – technology, economic institutions, social institutions and ideology.  These concepts are clearly and simply defined so that students can grasp their significance and use them during the rest of the book.
By comparison, virtually all Principles of Economics texts start with the eternal “human condition” of unlimited wants, scarce resources and rational self-interest, and from these basic “facts” about the way the world works, “discovers” that perfect competition, among private owners of “factors of production” is the best way to satisfy as much of society’s unlimited wants as possible given those scarce resources.
(We all know about factors of production, right?  One’s ability to push a broom as a janitor is the same as Bill Gates’ ability to “contribute” his entrepreneurship to the Microsoft Corporation – both are selling different factors of production in a market!)

What is excellent about this book’s introductory section is that the nagging doubts many students have about the unlimited wants, scarce resources and rational self-interest mantra can be brought front and center instead of either being ignored or suppressed as in traditional approaches.
At the risk of appearing to want to pile even more work on the writers (and therefore the students), I do want to acknowledge a slight twinge of regret when I realized that the book had reached the industrial revolution in England without reference to ancient China, ancient India and the incredibly significant role of the spread of Islam by the Arabs as far east as India and as far west as Spain in the first century after the Hegira.  Much of the science that originated in India and China reached the western world via the influence of the Arabs – perhaps the most dramatic of which are the so-called “Arabic numerals” without which modern mathematics (and therefore science) would have been impossible.
  It would be particularly interesting to note that Arab-Islamic civilization (as practiced in Arabia, North Africa and Spain) had a decidedly different ideology than the Christian paternalism so prevalent in the Middle Ages in non-Islamic Europe.  Mohammed was married to a merchant and the Koran is full of commercial language and rules of behavior.  Whereas the prohibition against usury in Christian Europe restrained the development of trade and accumulation during the early Medieval period, (while also opening a small niche for Jewish merchants and money-lenders), the Islamic injunction against charging interest did permit lenders to become partners with borrowers.  Instead of interest, they would receive a share of the profits.  Under the umbrella of the Caliphate which at least de jure if not de facto stretched from Spain to Afghanistan at its height, the trade that existed in the earliest days of the Roman Empire was (if only briefly) re-established.  I don’t know if there’s a solution for the problem of these omissions, given the necessities of space and time – I just throw it for possible discussion.

On p. 88 the authors introduce the readers to Adam Smith’s “invisible hand.”  I have to note an ironic fact that had the authors used a few more words from Smith’s quote – the only time, by the way, that the term “invisible hand” occurs in the Wealth of Nations – they would have been in a position to reveal to their readers that Smith’s conception of the invisible hand had been distorted by his modern followers.  Before the words, “… intends only his own security;” come the words “By preferring the support of domestic to that of foreign industry…”
  
In other words, Smith opposed mercantilist restrictions because in his view they weren’t necessary.  If this assertion by Smith (about the superiority of domestic to foreign investment) could have sneaked into this section, it could have been utilized in the section on the globalization debates to support more nationalistic, employment generating, approaches to international economic policies.
  (John Miller’s companion essay notes this as an important way to develop opposition to neo-liberal support for unregulated international capital flows.)

Referring to the complete quote when Smith introduces the “invisible hand” concept also would have made this text unique, because all Principles texts routinely ignore this aspect of Smith’s analysis when referring to the invisible hand.  I, myself, did it for over 30 years until the specific usage by Smith was called to my attention in 2002.
I know I said I’d cut down on the praise but I cannot resist noting that on p. 91 and 92, the authors make an important point about the role of government in contract enforcement and the protection of private property.  Even the most laissez faire free marketer – one who believes government can even stay out of the business of regulating the supply of money or raising a national army
 would have to admit that the rise of the national state with its ability to enforce contracts within its borders and stop anyone who wanted to from robbing merchants on the highways was essential for the development of modern market economies.  
If I have one criticism about the extremely valuable excursion through the history of thought between 85 and 116 it is that I would have liked to see Say’s Law of Markets (introduced on p. 168 in the context of explaining Keynesian economics and then developed more completely in ch. 38) included in the earlier discussion of classical liberalism, because then the section on Marx and crises could have included Marx’s refutation of Say’s Law (rather than waiting until p. 490).
   Marx’s critique of Say ended up running through the arguments of underconsumptionists like Hobson before being “re-invented” by Keynes in the 1930s.
When the book reaches Keynes, it would be a good idea in the next edition to note that while World War II ended the depression in the United States, Hitler’s Germany had ended the depression with the 1935 construction of the autobahns and other public works and Keynes himself had noted that fact in the preface to the General Theory when it came out in German translation.  (Note the German recovery from the depression occurred before Germany rearmed, proving that civilian government expenditure could end even a deep depression, just as Keynes had argued.  The fact that there has been no serious effort to use civilian government in a similar fashion in the US since World War II – the interstate highway system being a partial exception – would permit instructors to engage the students with a good, strong political economy discussion of why useful civilian government expenditures – such as high-speed rail links, wiring every school and library for the internet, universal health coverage – never get sufficient political support.)
And speaking of Keynes, I recommend that when the book states that Keynes doubled the size of economics by introducing macroeconomics as a separate field of study, here would have been an excellent place to introduce the fallacy of composition.  The reason it is appropriate to study the economy as a whole using different tools from the study of individuals, businesses, industries is because what would work for an isolated unit might not work if all units did the same thing at the same time.  The paradox of thrift and the paradox of wage-cutting are both highly appropriate examples of the fallacy of composition and I believe this is one piece of mainstream economics that ought to have been retained by this book.

On p. 181 and 182 there is a discussion of war.  Since our students live mostly in the present, the references to Afghanistan and Iraq are welcome – but I think the discussion of those two wars and this entire section should be couched in terms of the so-called War on Terror.  Is this war as declared by the Bush Administration and accepted by the vast majority of the population a way of kindling the imperial flame now that the threat of international communism is not there anymore?  Does it represent something different from previous wars?  How do the Iran-Iraq war of the 1980s, the genocide in Rwanda, the ethnic cleansing in the former Yugoslavia fit into the framework presented on these two pages?  I know these are big, complicated questions, but I bet any student who is even moderately aware of the world around her/him will be thinking these or similar ones as he/she reads this section.

I would like to throw down a challenge to the authors about page 475 in their macroeconomic theory part of the book.  Because I studied macro before the concept of an aggregate demand curve and an aggregate supply curve began to permeate all textbook, I believe I learned Macro-economics better – and thus had less to unlearn when finally exposed to Marxism and post-Keynesianism at Cambridge in the mid 1960s – than do today’s undergraduates.  I agree that neo-classical economics can move from supply and demand for Ford Explorers to supply and demand for savings and investment (credit) and even to a generic supply and demand for labor – though there are problems with both supply-and-demand approaches.  However, the idea of a supply curve for “output” at different price levels or a demand curve relating the same two variables is not analogous to the separate markets where supply and demand curves are independent of all other parts of the economy.  Macro-economic equilibrium cannot be created the same way equilibrium in an individual market can – even under the terms of basic neo-classical economics. 
This is the fallacy of composition at work.
 The traditional texts go through all sorts of contortions to make the aggregate supply and demand curves “work” with the “price level” on the vertical axis but they all come down to some prices not changing when the “price level” changes.  Usually it’s money wages, but sometimes it’s nominal interest rates, sometimes it’s the nominal value of wealth (the “Pigou effect” seized on by Patinkin
 to create the all important “real balance effect” which is really the centerpiece of monetarist macroeconomics) and sometimes it’s prices of overseas goods.  If it were up to me, I would put the AS-AD analysis in an appendix, give credit to the arguments in traditional textbooks and explain why it is not going to be used as the basis for a macro-economic exposition.
 
On pages 486 and 487 the authors do a masterful job of refuting the modern version of Say’s Law.  Every time I teach principles of macro I marvel that traditional textbooks cannot bring themselves to share with students the simple dynamics presented on these two pages.  Using supply and demand curves from pages 475-477 one can show the incompleteness of the neo-classical approach by noting how changes in expected profitability shift the investment curve while changes in wages shift the demand curve for labor.  However, the existence of a slope on both the aggregate demand and aggregate supply curves is called into question if every price (including the money wage and “the” interest rate) is moving with the “price level.”

Part III presents the macroeconomic core of the book.  Unlike any other macro treatment in any text --- even intermediate texts, it draws on the work of Wesley Claire Mitchell who pioneered the actual measurement of business cycle activity – initially with Business Annals co-written with Willard Thorp and ultimately with Measuring Business Cycles co-written with Arthur Burns (who unfortunately didn’t learn much from his co-author, witness his abysmal role as head of the Federal Reserve under Richard Nixon!).  Sherman’s own work on Business Cycles demonstrates a deep understanding of the insights of Marx and the distillation of data by Mitchell and it is remarkable that he (and his co-authors) have been able to make this section accessible.

The chapter that briefly introduces the idea of a cycle base and cycle relatives (familiar to those who know Mitchell’s and Sherman’s work) is quite clear.  The instructor’s manual will be very important in motivating instructors to use this material.  This chapter introduces the methodology used to analyze every business cycle covered by subsequent chapters.  It does not contain a theoretical justification for using this approach to explain business cycles and rightly so.   The average Principles student is not going to read Sherman’s book – and many instructors who the publisher wishes to interest in adopting this text may be initially unfamiliar with Sherman’s work.  Thus, it will be essential that the instructor’s manual explain enough of Sherman’s (following Mitchell’s) reasoning so he/she will feel comfortable teaching this material.

The book will be emerging into the classroom at an auspicious time for a focus on the inherent instability of modern monopoly capitalism.  Ever since the long boom of the 1960s, textbooks and textbook authors have periodically wondered whether the business cycle had become a thing of the past.  (I first encountered this in the 1970 edition of numerous texts – published just in time for the 1970 downturn.)  I bet that in the context of 1989, or 1999, this book’s emphasis on the recurrent business cycle met resistance from some would-be instructors.  Today, with the prospect for the most severe recession since 1982 on the horizon (the fact of recession it will undoubtedly be acknowledged by the Fall when students first open this book) students and hopefully open-minded instructors will be eager for a text that explains business cycles as inherent in capitalism rather than once-in-a-decade anomalies – a conclusion that some might have believed in early 2000, looking back only at the previous 18 years! 

I hope the publisher will make a serious pitch for adoptions with specific emphasis to the difference between more traditional texts and this book’s systematic examination of the business cycle in theory coupled with the actual data that has been accumulated since World War II.

One excellent aspect of the sections is that they follow the historical overview.  This would permit instructors who accept either the SSA periodization of modern capitalism or the French Regulation school’s periodization to connect the theoretical macroeconomic analysis in this section with some historical periodization.  In other words, the work in this section is not inconsistent with periodization – though Sherman is on record as rejecting long-swing cycle analysis.  I do think it would be would be interesting to see how the macro section fits into a Baran-Sweezy-Steindl-Foster secular stagnation approach to modern monopoly capitalism.  Baran and Sweezy’s Monopoly Capital is the only book from that perspective in the bibliography but its prediction of a tendency towards secular stagnation throughout the 20th century, not just the period from 1970-1990 was not explicitly discussed in the macro section.
One nit-picking comments:

The discussion of Clinton’s fiscal policy ought to explain how the effort to reduce the deficit by raising taxes and restraining spending still was consistent with a significant recovery from the recession of 1990-1991.  Traditional Keynesian economics would see that policy as restraining aggregate demand and perhaps even aborting the recovery completely.  By contrast, both Reagan’s and Bush II’s policies maintained significant levels of deficit spending (though deficits did shrink as a percentage of GDP as the economy recovered from the recession trough – they never came near a balanced budget) throughout the entire cycle.  How did Clinton’s restraint work?  The book hints at it by discussing the decline in the military budget but it is also true that Clinton raised taxes on high income people and then saw a windfall in tax revenue as a result of the stock market bubble.  Though it is true there were failures to raise expenditures on education, etc. and the reduction (in real terms) of expenditure on what used to be called welfare, there was a significant expansion in the Earned Income Tax Credit during the Clinton years – creating some increased redistribution of income from higher income tax payers to lower income workers – which probably had a significant Keynesian aggregate expenditure effect.

A VERY IMMODEST PROPOSAL

I am going, now, to switch my focus to the last of my stated goals – a proposal on how to turn the publication of the book and its adoption in courses into an on-going collective dialogue.

I propose that the publisher set up a closed web site, similar to the kind of web sites that college courses create.   Every instructor who adopts the book will have access to it as well as every student in every class enrolled in those courses.  Some modules will be accessible only to instructors – some will be wide open to student discussion.  There will be a post office module for individual communications, a module for internet connections, a module for supplementary materials created by the authors (and perhaps a larger collective of contributors).   These supplementary materials could include audio and/or video downloads as well as written materials.  The idea will be for a three-way flow of communications between the authors (or the larger group), instructors and students.  The authors will periodically add updates to the book that can be easily utilized by adopting instructors.  Instructors will be able to pose questions, suggestions and also criticisms to the authors who may choose to answer them individually or post the answers for all to see.  Students can be encouraged to debate issues from the course, not just with their own classmates but with students taking the course all over the country.   Articles from newspapers, journals, magazines or web-zines could be shared among all students and instructors in courses that have adopted this text.

In order to manage the discussion among many students each semester, there will need to be someone responsible for scrubbing comments that are inappropriate and/or off the subject from the discussion module every day.  There will also need to be separate folders for the various discussion threads in the overall discussion module.  At the end of each semester, all commentaries can be archived and the modules can be used again.  Thus, another group of students and instructors can be permitted to begin afresh.  Meanwhile, however, the team of authors plus co-opted volunteers will have been able to see the various issues that had been raised in the previous semester and send out new information and ideas to the next semester’s instructors.  This will be particularly useful should patterns of questions and comments emerge from the students.  In addition to answering those questions and concerns on the spot, the instruction team might be able to develop short supplements to the text that address issues that had cropped up in more than one classroom during the previous semester.

In short, my proposal is that the publisher and authors (and perhaps others brought into a supportive team by the authors) consider the book an on-going process – a continuing accumulating flow, if you will, rather than a discrete “stock” of information only to be replaced and updated at discrete intervals.   The book can be the basis for all discussion but can be elaborated in response to student questions, student comments, instructor experiences and, equally important, events in the real world and the result of research efforts that occurred when the book previously went to press.
Finally, the next edition of the book can therefore grow out of the continuing dialogue among instructors, students and the authors and their supporting team.

One reason I think this approach might be useful is that the publisher and authors are asking faculty to take a bit of a risk when adopting this book.  Those that do so will be “marching to a different drummer” rather than taking the “safe” road of using some well established text while perhaps satisfying their dissident side by introducing “alternative” ideas as supplements.  Adopting this book with the entire writing team at the beck and call will give potential adopters more confidence that should the book be challenged, they will find answers a click of a mouse away.  It also will be a statement by the publishers and authors that they welcome challenges from our mainstream colleagues who may find it interesting to adopt the book so as to argue with it.  I have often used a text that had sections that I believed were totally wrong – welcoming the opportunity to let the students participate in a debate among economists.  The publisher should encourage potential adopters to consider this book an invitation to engage in a healthy intellectual debate about some very important issues within economics – and that the authors would welcome challenges to their interpretations and perspectives from all comers.

I know this proposal is feasible because smaller versions of such an idea occur in many classes all over the country.  The main problems as I see it would be who would maintain the web site and where it would be physically located; how it would be managed; and, finally, how it could be organized so that the sheer volume of input will not overwhelm any potential benefits to the users.  I see these as quantitative problems but not substantive ones.  I’d be curious as to what the authors and publisher think of this.  I also want to announce that in January, I will be retiring from my full time teaching position so I will happily volunteer to be on such a team with the authors should such a project get off the ground.
 
� See Jared Diamond GUNS, GERMS and STEEL





� Two really great books on the topic of the influence of Arab Islam on the west in medieval times are Anwar Chejne MUSLIM SPAIN and David Levering Lewis GOD’S CRUCIBLE.





� In E.K. Hunt’s History of Economic Thought (Armonk, NY:  M.E. Sharpe, 2002):  61, the full quote from Smith is included.





� I developed this issue in detail in “Another Distortion of Adam Smith:  The Case of the “Invisible Hand” which is available as a PERI working paper at � HYPERLINK "http://www.peri.umass.edu/fileadmin/pdf/working_papers/working_papers_51-100/WP79.pdf" ��http://www.peri.umass.edu/fileadmin/pdf/working_papers/working_papers_51-100/WP79.pdf�.   There is an excellent article in the Journal of Economic Perspectives by Joseph Persky that covers much of the same ground, “Retrospectives:  Adam Smith’s Invisible Hand,” (1989).





� See Murray Rothbard, Power and Market (Kansas City:  Sheed Andrews and McMeel, Inc. 1977):  1-9, 80.





� I have been unable to find a link to the following article but it was very impressive to me when I read it in graduate school.   It was published in a book of readings which unfortunately I forget.  The article is by Bernice Shoul entitled “Karl Marx and Say's Law.”  It was originally published in 1957.





� When I was in graduate school at Wisconsin in 1966, the central book for the macro graduate sequence was Patinkin’s Money Interest and Prices where the “real balance effect” was the crucial self-correcting mechanism to recreate macroeconomic equilibrium whenever there was a downturn (provided that the money supply wasn’t permitted to fall – thereby creating the theoretical justification for blaming the FED for the Great Depression – a position that seems to have carried the day among too many of our mainstream fellow-economists!).





� In our discussion at the AFIT meetings, John Miller took issue with me, arguing that a text like this needs to include everything that mainstream texts include.  I take that as a fair point and believe it worthy of further discussion.





� In the case of the supply and demand for savings and investment (which I restate as the supply and demand for credit), if the interest rate is falling while profit expectations are falling, the movement along the demand curve for investment caused by the fall in the interest rate towards equilibrium [forget for the moment that there are many different interest rates…] which would tend to increase investment spending will be counter-acted by a leftward shift in the demand curve for credit because businesses’ profit expectations will have fallen – thus negating any positive impact of the fall in interest.  This then forces interest to fall further but as the authors point out quite rightly, the nominal interest rate in any market cannot fall below zero.  In the case of the supply and demand for labor, if real wages fall not only does the cost of doing business fall but personal income falls as well.  This will cause a decline in demand for consumer products and on average shift the demand curve for labor to the left, negating the positive impact of the movement along the demand curve for labor and leading to more, not less, unemployment 





� Sherman’s book and the Mitchell/Thorp work are in the book’s bibliography.  Burns and Mitchell was published in 1946 by the National Bureau of Economic Research.  It is ironic that the man who had such an important role in establishing the NBER as a prime research outlet for serious honest empirical work in economics should later by followed by an individual (Martin Feldstein) whose chief claim to fame as a researcher is his bogus research attempting to (falsely) prove that Social Security reduces national savings!





� Joseph Stiglitz’s The Roaring Nineties attempts to explain how the fiscal restraint led to increased economic growth, DESPITE not because of the reduction in deficit spending.  For some data and a hint at an alternative explanation see “The Crowding Out Debate and the Economic Experience of the 1990s in the US” by myself and Carlos F. Liard-Muriente in � HYPERLINK "http://iji.cgpublisher.com/product/pub.88/prod.219" ��http://iji.cgpublisher.com/product/pub.88/prod.219�.   A longer version of that paper is available from myself or my collaborator at � HYPERLINK "mailto:liardcaf@ccsu.edu" ��liardcaf@ccsu.edu�





� At the roundtable discussion at the AFIT meetings in Denver (April, 2008), the publisher noted that they already have web sites set up by their various academic divisions and thus, such an open discussion would be quite feasible.  There will be more information coming later.  Watch this space!





