Welcome to Econ 101

"Part of the (ideological) service (of economics)consists in instructing several hundred thousand students each year. Although gravely insufficient this instruction implants an imprecise but still serviceable set of ideas in the minds of many and perhaps most who are exposed to it. They are led to accept what the might otherwise criticize; critical inclinations which might be brought to bear on economic life are diverted to other more benign fields."    - John Kenneth Galbraith, Economics and the Public Purpose  (1973) p. 7)

In almost all Intro classes like the ones on this campus, the economics that is taught is one particular kind called Neoclassical Economics. It is one paradigm, or model of thought, among many yet it is presented as a "positivist" ("the world as it is") science. "Economics" comes from an ancient Greek word and originally described "household management". Unfortunately, early 18th century capitalist proponents conveniently perverted "economics" by equating it with "chrematics" - the Ancient Greek concept of "wealth accumulation by business transaction". This translation speaks to the version of economics presented in our classrooms. Our textbook was written by the Bush Administration's top economic advisor, our supplements come from intensely partisan publications (The Wall Street Journal and The Economist), and ideology abounds. 


The Fallout is that today Neoclassical Economics subscribes to many unstated assumptions about human behavior, human nature, and economic activity:

Fallacy #1: Positivist Valuation – “Positivism” is a claim about “the world as it is”, but really it is an assumption based on economic “efficiency,” what “efficiency” means, and that markets are the best way to organize an economy. All economic goods/services only have "worth" in terms of a one dimensional quantitive yardstick: the market price. Yes, someone has already calculated how much your grandma, Lake Superior, etc are "worth"!

Fallacy #2: Rational Individualism - All economic participants must be atomized, self-interested, and competitive. If you or any group you are with (family, collective, community etc.) lapses into joint decision making, altruism, and/or cooperative effort, well you're just stupid (i.e. irrational). What about habit or capricious novelty?

Fallacy #3: Utility Maximization - This is the only goal of any individual, corporation, etc. engaged in economic activity with utility being reduced to income, profit, or some other dollar figure. Anyone who is "satisfied" with their current level of production/consumption is again "irrational". 

Fallacy #4: Pareto Optimality - "More is Better" If you can somehow juggle "resources" amongst actors to squeeze out an extra dollar for society, well that is obviously more "efficient" and a "preferable" situation this justifies inequalities of the status quo since the winners could (at least theoretically) pay off "losers". Of course most losers only get dead lottery tickets and long prison terms. 

Fallacy #5: Perfect Information - In order to meet the demands of fallacy #3 and #4, all economic participants must be infallible, consistent and all-knowing. This is a tall order even for the pope, and most people could care less to know all about their "best" choice among 50 brands of toothpaste. 

Fallacy #6: Immutable Preferences - All economic participants have inherent wants (i.e. "needs") that are supposedly beyond short term influence (such as corporate advertising). In other words the current craving for beanie babies, landmines, etc. is completely "natural" so don't worry. 

Fallacy #7: The Ahistorical Vacuum - Mainstream economics ignores history. And much of the discussion in our textbook is void of the social context of unequal power dynamics in which economic activity takes place. In most cases, capitalism is presented as a natural, eternal state of human affairs. Even the term "capitalism" is rarely used: naming the system, after all might imply that there are others. The preferred euphemism is "market economy" which implies that the economy is like some big flea market where anybody can set up a card table on Saturday mornings and sell there wares. It's just a coincidence that General Electric has $575 billion dollars worth of capital assets sitting on its card table and you and I only have our brains and brawn to offer. Economies produce people and distributions of power as well as goods and services. Capitalism creates as well as meets needs. If you think prices come from markets, you think milk comes from bottles. 

One could generate other fallacies but the result is:

* Dehumanization - All people are reduced to greedy, self-absorbed, materialistic, short-sighted utilitarians. Sounds like my friends! People only make decisions as consumers not as citizens or members of humanity. 

* Exploitation - All humanity and the earth itself becomes a "resource" with a price tag ripe for abuse; everything ends up objectified and commodified. There is no room for intrinsic, sacred, aesthetic value.

* Growthmania - Presented as "progress", runaway growth is the ideology of a cancer cell; as long as more stuff is cranked out, well that is super! 

Note, But Ignore

Now, it is true that our text notes that we may value other things and their are circumstances where we may attempt to work these valuations into our equations, but it does this in a "note but ignore" fashion We may value clean air, hell it might be a necessity, "nonetheless", protecting it is a tradeoff that hurts economic activity and violates the law of economics. (Examples are all over but that one was in the cool video we saw and is on page 5 of Mankiw).

Alternative Economics?

As Neoclassical Economics only values market price it ignores Marxist objections to the treatment of labor as just another input, feminist objections to reducing all relationships to exchange relationships, environmentalist objections to treating nature as a commodity, historians, anthropologists, and sociologists objections  to ignoring history, culture, and power dynamics etc. 

Economic systems are just social constructs (the result of human behavior and thought which can change) so we can create/foster ones that are more productive, sustainable, healthier, equal, and more fulfilling. Such a system could be centered around: promoting the quality of life over standard of living and respecting people, other species and the earth holistically not just as wannabe workers, widgets, or whatever)

Some schools of economic thought that are much friendlier to feminists, people of color, environmentalists, working class folks, and humanity in general are:
Institutional Economics (read Veblen, Karl Polanyi, Douglas North etc.) which focuses on how groups coordinate activities to achieve desired goals. 

Holist models stress social contexts' impacts on the economy and economic activity on social institutions. It facilities a discussion of power and stresses the need for historical analysis.

Heterodox Economics (as opposed to orthodox) does not demonize neoclassical econ but treats it as one view among many versions and values.

http://www.ase.tufts.edu/gdae/publications/TellingOtherStories.pdf

If you are interested in starting a critical/oppositional study group with the goals of understanding econ but also challenging, criticizing, and demanding an alternative to Econ 101 as Neoclassical/Neoliberal econ 101 attend a meeting with questions and ideas on Wednesday Jan 28th 7:30 pm TITU in the Memorial Union. Produced by the Student Labor Action Coalition (with thanks to John Peck, an irrational economist) 
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