LONDON METROPOLITAN UNIVERSITY

UNIT HANDBOOK

EC3007 State & Economy

But the true Method of increasing Industry, is by that course which the Royal Society has begun in Philosophy, by Works, and endeavours, and not by the prescriptions of words, or Paper Commands . . . willing works are sooner performed than those to which we are compell'd.

Thomas Sprat History of the Royal Society   1667

LEVEL 3 AUTUMN SEMESTER  2009

Economics Subject Area

CONTENTS











   Page

How The Unit Is Organised









Unit Assessment









Coursework



                                             3

Books and Other Learning Resources



        4

To Contact the Lecturer  





        4

Lecture Outlines






     5-9
Assessment                                                                               9
Past Examination Papers





        9
How the unit is organised

Aims and outcomes: to enable students to grasp the significance of economics within the broader framework of social order.

Students should understand the significance of the emergence of a market society and how the role of the state develops in relation to this. They will be able to connect this to different periods and different authors appropriate to these periods.

Teaching 

Teaching on the unit centres on two elements for each week:

(1) A two hour lecture 

(2) A one hour tutorial/workshop

From the lectures you will get basic notes concerning the main themes of the course as well as advice on reading. Each lecture will cover a single topic from the programme and relate it to the overall themes of the unit. 

In tutorials we will set out to discuss the material from lectures and from your reading. In addition there will be some discussion of the work you will be required to do for your coursework. To assist in this you should do reading prior to the tutorial and be prepared to present material from your own reading. There are tutorial questions to assist you in this task. Also although this course does have an historical bent you will soon find that the themes and debates raised are also contemporary, covering as they do questions about the future of welfare. 

Success on this unit largely depends on your ability to absorb the reading you do. Lectures, tutorials, as well as keeping abreast of contemporary debates will all assist you. 

As well as developing skills in literacy you will develop cognitive and analytical skills.

ASSESSMENT: There are two parts to your assessment.

1. Coursework. You must complete an essay of approximately 2,000 (no more). The mark given for this will contribute 30% of your final assessment. An essay title will be given to you. Submission date:

2. Exam. You will have to answer two questions in two hours from a choice of six. 

Assessment will take account of reading, as well as the ability to apprehend critically our key thinkers.

{Some students appear to consider two questions as easier to prepare for than three but this is a mistake. This requires serious work. Furthermore failure in one question means failure in 50% of the exam. There is no room for error.}

READING 

The main book for the course is:

Polanyi, Karl   The Great Transformation, 

You are advised to purchase this book.

Other reading will be given for each particular topic.

OFFICE HOURS

My office hours will be made known once I have the timetable but whatever happens I will be available for students on this unit on the day of the unit.

William Dixon 

Room MG509

Lecture 1

Introduction.

Liberalism and intervention in the work of Karl Polanyi The Great Transformation.  We will examine Polanyi’s thesis concerning why laissez-faire liberalism broke down in favour of interventionism both in terms of welfare and macroeconomic policy. This will require some definition of the liberal order and  identification of the processes by which it was undermined. You should be very clear on the relationship between the market and society and in particular how this relates to the creation of and consequences of the fictitious commodities, money, land and especially labour. 

The Great Transformation             K.Polanyi

The Constitution of Poverty          M.Dean

chap 7

Adam Smith's Politics                D.Winch

British Liberalism                   R.Eccleshall (ed.)

part 4, part 7.

Tutorial Questions

1. Why, according to Polanyi, did early political economists believe that order could be achieved through a completely free market?

2. What were the main elements of the liberal order.

3. On what grounds did intervention arise and who was advocating it?

4. Explain the idea of fictitious commodity and relate it to Polanyi’s principal themes.

5. What is the double movement and why did it lead to a crisis of liberal order?

Lecture 2
The state and the emergence of economy.

The emergence of economy. Liberal political economy in opposition to the old poor laws. Townsend, Malthus and Ricardo and the development of the ‘natural' economy, the movement from status to contract. The importance of the independent labourer. Poverty as the condition of the independent labourer. Polanyi's view of classical liberalism.

The Constitution of Poverty          M.Dean

chap 7

The Great Transformation             K. Polanyi

Chap 7-10

Dissertation on the Poor Laws        J. Townsend

by a Well-Wisher of Mankind 

Essay on Population                  T. Malthus

Myth of the old Poor Law and the Making of the New M. Blaug Journal of Econ. Hist. 1963

Economic thought and the Poor Law in the 18th C A. W. Coats Econ Hist Review  1960

The New Poor Laws                   E. Chadwick (photocopy available)

Long excerpts from T. Chalmers will be available on the K drive._StaffStu Share

'Thomas Chalmers: the market, moral conduct and social order' William Dixon & Dave Wilson _ go to  K drive – (for reference: History of Political Economy -forthcoming 2010)

Tutorial Questions

1.     Explain the difference between status and contract.

2. What problems did reformers identify as resulting from the old poor laws?

3. Explain the significance of Townsend’s story about dogs and goats.

4. In what sense could poverty be regarded in a positive light?

5. How would the former be expressed in terms of legislation?

Lecture 3. David Ricardo and Social Order.

An examination of the compatibility of the natural economy and social order. An alternative to Polanyi. Ricardo's view of the market, democracy and social order. Ricardo's critics and Ricardo's responses. How could Ricardo present the market not just as compatible with social order but essential to its security? To what extent was his economics integrated into his political vision?

Principles of Political Economy                  D.Ricardo

Collected works vol. IV, V                           D.Ricardo

The Great Transformation                           K.Polanyi

British Liberalism                                         R.Eccleshall (ed.)

part 5.

The Growth of Philosophic Radicalism                 E.Halevy.

'Ricardo: Economic Thought and Social Order'  Dixon, William 2008

Journal of the History of Economic Thought, 

Volume 30, Issue 02, June , pp 235-253

Tutorial Questions

1. Distinguish natural price from market price. What factors can or do determine each of these?

2. In what ways can we distinguish general and particular interests according to natural and market prices?

3. Explain the concept of rent. Under what conditions might rent lead to a stagnation of growth?

4. What political arrangements would most favour the reduction of rent?

5. Why did Ricardo trust the working class when others so obviously did not?  
Lecture 4.                    Poverty and the emergence of intervention.

The Market and administration or bureaucracy. The limits of the market?  Why did interventionist welfare measures arise?  We look here at how the market was perceived to have failed in delivering what it promised and indeed was even perceived as undermining its supposed achievements.

The Constitution of Poverty                     Mitchell Dean Routledge 1991.

The Great Transformation.                       K. Polanyi

The Long Debate on Poverty                    IEA 1972/1974

Charles Booth's London.                         ed. Fried & Elman Pelican Classics. 1971 

My Apprenticeship                                 Beatrice Webb                                

The Poor Law Report of 1834                 ed. S.G. & E.Checkland Pelican Classics. 1974 (-copy of some selections available)

Crises in the British State 1880-1930.      Schwartz and Langan.

The British Political Tradition Vol. I        W.H. Greenleaf Routledge 1983. (see chaps 1, 2,3, 4)

Practicable Socialism                                S.Barnett

Employment Policy chap 1                      J. Tomlinson

In addition there will be photocopies available.(esp. S. Barnett, Charles Booth)

Tutorial Questions

1. Define poverty as it appeared in the Poor Law Report.

2. How and why did this notion of poverty come to be questioned. 

3. Explain the importance of Samuel Barnett to the development of intervention in welfare.

4. What problems did Charles Booth identify as the key to the need for change.
Lecture 5.       Poverty and Unemployment

From poverty as lack to problems of the labour market. National Insurance to Welfare State. Leading to Keynes. Here we focus especially on Beveridge as a liberal who advised the extension of interventionist welfare. Why in particular did the labour market require intervention and of what sort was the intervention?

Unemployment: a problem of industry                      W.Beveridge

(1909 & 30)                                               

Full Employment in a Free Society.                          W.Beveridge.

Unemployment in History                                        J. Garraty.

Unemployment and Politics.                                     J.Harris.

British Liberalism                                                  ed. Robert Eccleshall Longman 1986

Marx and Keynes on Economic Recession                C.Sardoni Wheatsheaf 1987.

Keynes, Beveridge and beyond                                T.Cutler, K.Williams, J.Williams RKP 1986.

In Search of the Scrounger                                      A. Deacon

Photo-copy  available: 'The problem of the Unemployed'  W. Beveridge 1906 

Tutorial Questions

1. Why did Beveridge believe that administration was essential for there to be change?.

2. What was so special about the labour market that it required intervention.?

3. What interventions did Beveridge propose and what were they expected to achieve? What can they tell us about economic theory?

4. Why did Beveridge question the implementation of national insurance?

Lecture 6.  Keynes.

The need for a general theory; social spending, orthodoxy and political economy. The importance of unemployment. The Gold Standard as a constraint on policy. Orthodoxy or revolution?

Unemployment                                 A.C.Pigou 

Essays in Persuasion                          J.M.Keynes 

The General Theory.                        J.M.Keynes

Keynes's Vision                                 A.Fitzgibbons.

The Great Transformation               K.Polanyi

Keynes Collected Works see vol. XIV p. 85, p.259, 296-300, XIII p.186, p360, p.371, p.400, p.489 -93, also p.548 p.552, CW XXI pp 240-3 pp 354-5, CW XXVI p.32-9,CW XIX pp223-7, pp439-40,

Employment Policy                           J. Tomlinson

There is an enormous literature on Keynes, both books and articles. I will give you further readings in the lecture.

Tutorial Questions

1. What were the characteristics of the classical theory confronting Keynes?

2. Why wasn’t pragmatism an adequate response to the problems arising from classical theory?

3. If pragmatism wasn’t adequate why was the full implementation of classical theory even worse.

4. In what way was Keynes’s general theory a development of common-sense?
Lecture 7.      Regulation School. 

{this topic may well be dropped, depending on time constraints} 

An examination of one theory that claims to explain the development of intervention. Distinction between absolute surplus value and relative. We will see how each of these relate to a particular form of accumulation which in turn characterise different periods in history of capitalism.  We shall examine the changing importance of consumption and then flexibility in relation to developments in productivity. We shall how differences in these have or may have consequences for political economic regulation.

A Theory of Capitalist Regulation                 M.Aglietta 

Mirages and Miracles                                      A.Lipietz

The End of the Golden Age                            Manglin,S & Schor, J (eds.).

The Political Economy of the Regulation School and the Flexible Specialisation Scenario                                             P.Teague Journal of Economic Studies 17,5

In addition there are many readings in the journal Capital & Class and I will give you more reference in the lecture )

Tutorial Questions

1. What does the regulation school set out to explain?

2. To what extent can we agree that Fordism represents a distinct period of political economic development?

3. Why according to the regulation school did Fordism come to an end?

4. To what extent can we rely on the data as supporting the case made by regulation theorists?
Lecture 8.     Hayek and the New Right

Here we examine how an important critic of Ricardo set the intellectual basis for many of the ideas that would replace the interventionist consensus. The revival of liberalism. Hayek on the errors of constructivism and collectivism. The relationship to Thatcherism.

The Road to Serfdom                                      F.A.Hayek

New Studies                                                     F.A.Hayek

Money Capital & Fluctuations                        F.A.Hayek

Prices and Production                                      F.A.Hayek

Capitalism and Freedom                                  M.Friedman      

How to End the Monetarist Controversy        S.Brittan 

The End of Full Employment                          S.Brittan.

Employment Policy                                            J.Tomlinson

Contradictions of the Welfare State                 C.Offe.

The Market, Competition and Democracy      S.Ioannides

There are many works on Hayek for you to search out.  In addition you could look at virtually any publication by the IEA to get an idea of what Hayek stood for and how his ideas become policy recommendations.

Tutorial Questions

1. Distinguish local and expert knowledge. Explain their relevance to understanding the role of the market. What implications might follow for how the possibilities of planning are assessed?

2. Explain how interventions in the market lead to the need for further interventions. 

3. To what extent was Hayek right to argue that the growth of interventions came from a combination of deluded good intentions and organised partial interests?

4. Hayek believed short-run economics was contrary to any claim to science. How does this relate to his other views and to his criticisms of Keynes?
Lecture 9.  The Market, the Community and individual morality.
Here we examine recent attempts to evolve a vision of a market-based society that could replace, possibly, the welfare state. We will focus on some recent liberal critics of the free market as well as its defenders. Why did the notion of society or community become important in relation to the governance of the market.

Reinventing Civil Society                                D. G. Green

Community without politics                           D. G. Green

The Moral Foundations of Market                 J. Gray  

Institutions

The Emerging British Underclass                 C. Murray

Saturn's Children                                            A. Duncan & D. Hobson

Employment Policy                                         J. Tomlinson

Jobseeker's Allowance                                      HMSO

The Search for Labour Market                     R.Boyer (ed)

Flexibility 

Stakeholder Welfare                                       Frank Field

Politics and Economic Policy                 Gillie, Levacic, & Thompson (eds.)

Tutorial Questions

1. Is any concept of community compatible with a free market? Does the market need a separate sense of society?

2. Can the problem of the underclass be understood as the result of interventions for which the solution is the return to the market?

3. To what extent are contemporary themes a continuation of old debates? Is Polanyi out of date ?

ASSESSMENT

There are two elements to assessment: the coursework and exam (see above). In both you are expected to show a depth and width of reading. In addition you will be assessed on your grasp of the key themes as presented by our chosen authors and also on your ability to make pertinent criticism. Criticism will need to engage not just with the ideas but also with the context of the work. Where possible you will also be credited if you can link the themes from different periods and assess their relevance in different contexts.  

COURSEWORK



ESSAY

ESSAY Regulations

1. All essays must be TYPED.

2. There is a limit of 2,000 words. A word count must be presented on the front cover. Essays without a word count or that exceed the word count will not be marked. 

3. Essays must only be stapled. Do not submit your essay in any plastic cover.

 Submission date and time: TBA

Essay Title.  xxxxherexxxx

EXAMINATIONS

SOME PAST EXAMPLES

(01-02)

1. Assess the importance of fictitious commodities to Polanyi's thesis on the rise and fall of liberalism. Ensure you account for Polanyi's 'double movement' in your assessment.

2. Was Ricardo's vision of political order both consistent and plausible?

3. Why was Hayek opposed to short run interventions in the economy? What alternative did he offer?

4. To what extent can one regard Keynes's General Theory as the necessary economics for the re-establishment of political order?

5. In the late nineteenth century there was a 'discovery of poverty'. Explain the meaning of this discovery in the light of previous ideas, and especially those of reformers of the period such as Samuel Barnett or Charles Booth. What problems have these reformers identified and how did they see them being resolved, if at all?

6. Is Beveridge’s aim of devising policy 'to make real the assumptions of economics' compatible with his clear intention to be scientific?

98/***

London Guildhall University 

Undergraduate Programmes

Department of Economics

Resit/Latesit Examination

August 1999

ES304  State and Economy
Answer Two Questions. 

Time Allowed:  Two Hours

1. Critically examine the view that administrative intervention was not only necessary to protect society from the market but was also the means by which the market was saved from its self-destruction.

2. Using examples from the nineteenth century explain why reformers came to reject laissez-faire in relation to social policy. In your answer explain the significance of character to debates of the period.

3. According to Ricardo only democracy would allow the full and free play of self interest that could achieve the general interest. How did he defend this view against those who opposed the extension of democracy? 

4. How did Beveridge explain the purpose of his administrative interventions in the labour market? Ensure your answer covers both the problems he felt he was confronting as well as the solutions he outlined.

5. Was Keynes’s General Theory necessary and if so why? 

6. Critically assess Hayek’s view that intervention was on the road to serfdom.



