Spring 2010, ISECON 360: HISTORY OF ECONOMIC THOUGHT 

Tu/Th 8:00-9:45 in Rhodes S257
Professor: 
Dr. Marie Duggan 

Office:  
Rhodes 265S

Telephone:
358-2628

Email:
 
mduggan@keene.edu
DESCRIPTION:  
Economics began as a branch of religious philosophy focused on the moral issues involved in setting prices.  Over time, economics left philosophy and religion to become political economy, and finally left political economy to become the modern discipline of economics.  We will explore this transformation through the writings of Adam Smith, Karl Marx, and John Maynard Keynes.  Each thinker or school of thought explains what key processes of the economy act as the glue that holds the society together.  We will explore the contribution to economic logic of each thinker, and then examine its resonance and relevancy to modern life.  Students will read the thinkers themselves as well as commentary.  Students will also write a series of essays, which will culminate in a final long essay. Along the way, we will explore the concepts of social reproduction, economic compulsion, the market, competition, laissez faire, aggregate demand, the current account, and the balance of payments.   

Required Texts:

The Worldly Philosophers: The Lives, Times and Ideas of the Great Economic Thinkers by Robert Heilbroner.  New York: Touchstone, 1953.
Teachings from the Worldly Philosophy by Robert Heilbroner.  New York: W.W. Norton, 1996.

John Maynard Keynes: 1883-1946: Economist, Philosopher, Statesman by Robert Skidelsky. London: Penguin, 2005.
Overview:

· This course is designed specifically for people who have already obtained some of the tools necessary to master college through ITW, IQL and introductory social science courses. Under no circumstances should you be registered if you are a freshman. It is NOT designed for freshmen. 

· The course will make connections between the historical record and classic economic writings on the one hand, and your first-hand experience and understanding, on the other hand.  The course emphasizes personal engagement with some of the most important concerns in economics. 

· This is a challenging economic theory course, and yet the theory will come in an unusual form: narrative.  Modern economists tend to use mathematics and diagrams much more than their forebears.  Economics majors will find that the diagrams they have mastered in earlier courses are largely absent.  While diagrams can summarize logic concisely, the narrative format gives more space to explore the processes behind the diagrams.  Thus if you have been introduced to these concepts in earlier courses, you will consider them from a different perspective here, and come away with deeper knowledge. 

· Precisely because other courses in the economics sequence will not prepare students to read theory in the narrative form, this is an interdisciplinary course open to non-majors, and yet required for majors.  Majors bring to the class a familiarity with the concepts of scarcity, competition, and possibly international flows of money and goods.  Yet non-majors tend to bring greater familiarity with using narrative texts and written essays as the basis for thinking through ideas.  

· This course teaches and stresses critical thinking about the ethical aspects of economic activity.  Textbooks no longer mention the ethical ramifications of economic decisions, and we will consider whether that silence is a failure, or reflects a transformation in the nature of economic activity itself.   

The outline below of this course in Table 1 below shows how we will integrate these concerns during our work together.  Table 2 provides is your guide to specific assignments due before each class. 
INTEGRATIVE STUDIES PROGRAM OUTCOMES:

Perspectives outcome: This course will enable students to articulate an understanding of representative theories in the social sciences.  
Skills outcomes: This course will help students further develop reading, writing, and critical thinking skills as follows: 

Reading: Students will read primary sources from the 18th, 19th , and 20th centuries, and will demonstrate the ability to summarize and identify key points. 

Writing: Students will develop complex positions and arguments through writing. 
Critical Thinking: Students will synthesize information, arguments, and perspectives in order to create new meaning, insight and understanding. 
Integrative Outcomes: Students will be able to identify the ethical issues within the discipline of economics, and students will identify the market as an essential element of modern social structure for the individual and the group. 

READING

If you know right now that you don’t plan to do much of the reading, please drop the class.  We will often begin a class with a short in-class writing assignment based on the reading assigned.  An unprepared presence is the same as an absence.  

How to read: As you read, make comments in your text (if you do this in pencil, you can sell back later).  Underline the lines that resonate with you, list the questions you have about concepts, look up the words that you don’t understand and put the definitions in the margins.  Write down in the margins the examples from your life that a passage calls to mind.  

When to read: read the text before the date it is due in Table 2.  Read the passages a second time before you turn in your reflective essay on that topic.  Finally, when you go back to write the final longer essay for the course, return to the readings and read them a third time.  Why? This reading is abstract and profound.  On a first reading, you learn the author’s rhythm and general structure.  When you go back the second time, this will already be familiar to you, and you will see better how his writing fits together.  When you re-read the third time, you will have the benefit of a larger understanding of political economy, and so you will see how the author fits into the larger scheme of things.  

For the final paper, I discourage outside reading.  Why? Outside reading is often used as a substitute for your own serious reflection about the ideas of the thinker himself.
WRITING ASSIGNMENTS
This course is organized around an integrated sequence of assignments.  There are five reflection papers about the authors or schools of thought we are reading, each three pages in length.  These reflection papers are designed to help you prepare for writing the fifteen page paper due at the end of the semester, in which you will situate your own ideas in relation to those of the thinkers we have read.  The reflections give me the opportunity to provide personal feedback that will help you write the final project.  

I don’t need a book report (“This is what Adam Smith said…”).  I’ve already read these ideas.  I don’t need to know that Karl Marx was German, or that he wrote Volume I of Das Kapital in 1867.   There are in general three things I expect each reflection paper to include:

· A summary in your own words of the economic concepts and/or processes that come up in the reading.  This is an economics class, so defining the economic concepts and logic is crucial to your grade.

· A clear statement of how the ideas of the thinker or school of thought resonated with you personally.

· A consideration of the relationship of those ideas to modern society.  
I grade the papers in terms of your ability to think through the ideas, and not just to summarize what the author/school of thought said.  Find a way to apply it, take a risk.  Dazzle me!

Duggan’s Rule: No long quotes.  If you quote a passage, keep it short, and ALWAYS follow the quote with a sentence or two explaining how YOU interpret the passage.  Why? People often use quotes because they don’t really understand what the author said.
For a short quote, please provide a footnote stating what text and PAGE the quote comes from. If the passage you cite is by one of our thinkers, but is in the Teachings book by Heilbroner, please state that the thinker is the one who wrote the passage rather than Heilbroner, and also note the name of the original book; i.e., “Smith (Wealth of Nations) in Heilbroner 1996, p. xx.”  Finally, you should cite the name of the original text as well as the page number in Heilbroner that an idea is taken from, even if you are not using a direct quote.  For example, “In Smith’s discussion of ambition in the Theory of Moral Sentiments (cited in Heilbroner 1996, p. xx), he argues …”
GRADING: 
· ​10% active prepared attendance (in-class exercise, quick writes, and attendance will be used to calculate this).
· 60% short essays (10% each).
· 30% final paper.

Grades will be based on the following scale: 92% and above = A; 86-91 = AB; 80-85 = B; 75-79 = BC; 70-74 = C; 65-69 = CD; 60-64 = D; 59 or below F. 
ACADEMIC HONESTY:  Plagiarism is a major offense in my book. I report people who cheat to the Dean, and I give them Fs (for the assignment and sometimes for the course) following Keene State’s policy on Academic Honesty.  Furthermore, I do not give Fs to people who make a concerted effort to grapple with the ideas taught here.  You would get a better grade if you did the assignment yourself, even if it wasn’t perfect.  

RESPECT IN THE CLASSROOM: Do the reading, and turn in ON TIME assignments that are paginated and proofread for spelling and grammatical errors.  Do not eat in the classroom.  A cup of coffee is fine.  Texting during class is rude; please keep cell phones tucked out of sight with ringer off.  Do not start to pack up until class is over. Bring the book we are reading at the time to class.    

Syllabus Table 1.  Topical Outline

	Week
	Focus
	Key Concerns
	Specific Problems

	1: Jan. 19&21
	Introduction
	· Course Overview

· Economics as processes necessary to reproduce society.  
· Overview of economic thought 1200-1950.
· Competition as organizing principle for the four thinkers.
	· Majors vs. Non-Majors

· Tradition, command, market as organizing mechanisms.  

· Personal vs. impersonal transactions.

· Price signals and markets.
· Profit motive and greed. 

	2: Jan. 26&28
	Scholastic Economics, 1200-1400
	· Avarice and its suppression.

· Circumstances where price is an ethical choice subject to personal temptations. 

· Does one man’s profit come at another’s expence? If not, where does profit come from? 

	· How St. Thomas Aquinas’s logic works. 

· Why Aristotle (A pre-Christian Greek from 300 BC) gets lumped with the 13th c. Christian scholars.

· Scholastic ideals of virtue as exemplified by life of St. Francis.

· Economic compulsion and fraud.
· Aristotle’s distinction between chrematistiké and oeconomía.     

	3-4: Feb. 

2 & 4
	Economics of Adam Smith, Part I: 1759 TMS
	· Adam Smith as moral philosopher in Treatise on Moral Sentiments.
· Is Smith’s self-interest distinct from the avarice condemned by Scholastics? 
	· Sympathy as an automatic check on self-interest.

· The impartial spectator.  

· The virtues of ambition for Smith. 

	4-5: Feb. 9&11,  16&18


	Economics of Adam Smith, Part II: 1776 WON
	· The birth of political economy through The Wealth of Nations. 

· Transformation of Smith when he meets the French Physiocrats.

· Competition as creating automatic justice in prices.

· Sympathy and competition as (possibly) conflicting explanations for automatically checking self-interest.  
	· How Smith defines competition.

·  Division of labor leads to higher standard of living.

· Division of labor, dependence on market, growing impersonality of transactions. 

· Laissez-Faire and the Society of Perfect Liberty.

· Subsistence wage.

	Week
	Focus
	Key Concerns
	Specific Problems

	6-7: Feb. 23&25

March 2 & 4
	Economics of Karl Marx, 1867
	· Marx as a classical economist building on Smith, vs. Marx as a revolutionary. 

· Marx as critic and analyst of capitalism, more than communist. 

· Competition as tending to increase inequality, encourage exploitation. 

· Marx’s use of irony when he writes.  


	· Absolute and relative surplus value: Marx’s explanation of where profit comes from.
· Large capitals devour small: Marx’s conception of competition.

· Mechanization and rising organic composition of capital.

· Competition and technological change.  

· Productivity and exploitation.

· Technological change and reserve army of labor.

· Production and reproduction. 

	8/10: March 9&11, March 23 
	Economics of John Maynard Keynes I: 1919 Economic Consequences of the Peace


	· Keynes as member of the generation that suffered WWI, only to see it repeat itself tragically as WWII.

· Well-being of community taking priority over self-interest of individual.

· Keynes as a theorist deeply involved in the practice of economics: speculator, negotiator, policy-maker.
	· The moral of Economic Consequences of the Peace, 1919: economic interdependence, i.e., punishing the vanquished with debt will destroy the victor’s economy. 
· Balance of payments. 

	10-11: March 25&30
	Keynes II: 1924-31: Critique of laissez faire gold standard
	· Hume’s specie flow mechanism.   

· Central Bankers and “rules of the game.” 
· Raising interest rates and the pain on the working class. 
	· The way Central Bankers actually behaved 1924-31. 
· How interest rates affect investment.

· Aggregate demand and wage rates. 




	Week
	Focus
	Key Concerns
	Specific Problems

	11-13:  Apr. 1, April 6&8,
Apr. 13&15
	Keynes III: 1944 Bretton Woods, NH
	· Institutions determine whether competition and free trade benefit or capitalists, industry or finance. 

· Hitler’s anti-laissez faire way to balance trade. 
· Bretton Woods proposals, 1944: An opportunity to manage aggregate demand globally through the financial account of the balance of payments.

· Buffer stocks: another way to balance the cycle.  
	· US as creditor nation, Britain as debtor nation. 
· Why Keynes’ clearing union would force surplus nations to import or invest in factories overseas. 
· Why world currency instead of dollar standard. 
· Harry Dexter White, a patriot with communist sympathies.  

	14-15: 20&22
25&29
	Connecting and contrasting the ideas
	· The writing process.
· Assessment.
	· Competition in Smith vs. Marx.

· Laissez faire for (Smith) and against (Keynes).



Syllabus Table 2.  Assignments.

	Week
	Date
	Readings
	In-class Ex.
	Homework Due 

	1: Intro
	1: Jan. 19
	None due.
	Economic Knowledge
	 

	
	Th, Jan. 21
	Worldly, pp. 13-41 (Intro, Economic Revolution). 
	Tradition, Command, Market
	Exercise: Who Is the Tramp?



	2: Scholastics
	Tu, Jan. 26
Scholastic economics
	Teachings, pp. 1-14 on Bible, Aristotle, St. Thomas.


	
	

	
	Th, Jan. 28
Economic compulsion
	Handout: Conditional Will and Economic Exchange


	Need vs. Ignorance
	

	3: Early Smith
	Tu, Feb. 2 
Breakdown of feudal life and rise of commerce.
	No reading.


	
	

	
	Th., Feb. 4
Theory of Moral Sentiments
	Teachings, pp. 56-73. 

Worldly, pp. 42-74.
	
	

	4-5: Late Smith
	Tu, Feb. 9. Adam Smith and Physiocrats.
	No reading.
	
	Essay: “Smith believed the drive to accumulate was ok as long as people were sympathetic towards others.”  If you replace the word “sympathetic” with “charitable,” Smith sounds like a Scholastic—but on the subject of ambition, Smith and the Scholastics disagree.  In what ways is Smith similar to/different from the Scholastics? Weave the readings from the Bible, St. Thomas, Aristotle and Smith’s TMS in so that I know that you have read and considered them.  



	Week
	Date
	Readings
	In-class Ex.
	Homework Due 

	
	Th, Feb. 11

WON:Market
	Teachings, pp. 73-105. 
	Pin Factory
	

	
	Tu., Feb. 16
	
	Invisible hand
	In class exercise

	
	Th, Feb. 18

	
	
	Essay: Describe the relationship between natural and market price in Smith.  Explain how his logic leads firms to provide what people want at prices that don’t permit super-profits or cause losses beyond a temporary period. Use an example of a market from real life to explore whether Smith’s description of the market is accurate.  

	6-7: Marx
	Tu,. Feb. 23
Utopian socialists, communism
	Worldly Philosophers, pp. 105-169 (note: long reading)
	
	

	
	Th. Feb. 25

	No class, Dr. Duggan at a conference  
	
	

	
	Tu. March 2

Kapital: Exploitation
	Teachings, pp. 162-182.  
	Rate of Surplus Value
	

	
	Th. Mar. 4

Competition as War
	Teachings, pp. 182-195
	Competition and technological change
	

	8-10: Keynes I: WWI
	Tu. Mar 9: 
	Economic consequences of the peace
	Interdependence
	Essay: Explain what surplus value is, and provide a mathematical example.  Use examples from modern life to explore whether Marx’s vision of exploitation, mechanization, and larger capitals eating smaller is more or less accurate than Smith’s vision of the market.   


	
	Th. Mar. 11

Balance of Payments:


	Handout
	Balance of payments
	In class exercise, key lecture, don’t miss. 

	Week
	Date
	Readings
	In-class Ex.
	Homework Due 

	
	Tu. Mar. 16 Th. Mar. 18
	Spring Break
	Read intro of Skidelsky
	

	
	Tu. Mar. 23: Versailles
	Teachings, pp. 264-266, Skidelsky, Ch. 15&16, p. 225-32, p. 237-49.  
	
	

	10-11: Keynes II: Interwar
	Th. Mar.25

Gold Standard in Theory
	Handout

Read Skidelsky, Ch. 22& 23, pp. 338-375
	Gold Standard and Quantity Theory of money
	In class exercise, key lecture, don’t miss. 

	
	Tu March 30: Gold: practice
	Read Skidelsky, Ch. 24 and Ch. 26
	Rules of the game, Central Bankers. 
	

	11-13: Keynes III: Bretton Woods
	Th. April 1

Balance of Payments after WWII
	
	Battle of Britain
	Essay: Define the balance of payments with reference to the equation. Explain how Keynes’ knew Germany could not make the payments imposed at Versailles.  Consider the impact of a bad German economy on Britain’s balance of payments in the 1920s. Why not make the loser pay for war?  

	
	Tu. April 6


	Skidelsky, pp. 613-639 (Envoy Extraordinary)
	Balance of Payments Exercise
	

	
	Th. Apr. 8

Schacht’s system
	Skidelsky, Ch. 36, p. 669-91 
	
	

	
	Tu. Apr. 13

Keynes’ ICU
	Skidelsky, Ch. 36, pp. 669-691
	
	

	
	Th. April 15

White’s proposal and modern IMF
	Skidelsky, Ch. 37, p. 692-707, also Ch. 41, section 1 usury.     
	. 
	Essay: Explain how the gold standard was supposed to balance trade.Explain Schacht’s system and why it attracted Keynes.  Describe Keynes’ ICU, and explain how this was a middle way between Schacht’s system and the free market.  Should we let the free market govern globalization?  

	Week
	Date
	Readings
	In-class Ex.
	Homework Due 

	Week 14-15
	Tu. Apr. 20: Writing process
	  
	
	

	
	Th. Apr. 22
	
	Peer review
	First Draft of Final Paper Due.

	
	Tu. Apr. 27

Thurs. Apr. 16: China vs. US today compared to US vs. GB in 1944
	Read: James Fallows, “The $1.4 Trillion Dollar Question: Why a Poor Country Has So Much Money” in The Atlantic Monthly, Jan./Feb. 2008. http://www.theatlantic.com/doc/200801/fallows-chinese-dollars/2
	China/US Global Imbalances 


	

	
	Th. April 29
	Reread Worldly, Ch. 1&2. 
	
	

	Week 16
	Tu. May 4 10:00 AM
	Final paper due. 
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