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Praise for
The Alternative


‘TINA (There is no alternative) has been the most powerful weapon deployed against its critics by neoliberal free-market economists in the last few decades. In this informative and courageous book, Nick Romeo shows there is an alternative—or, rather, many alternatives—to the currently dominant neoliberal economic system. In doing so, he liberates our economic imagination and puts a backbone into economics as a moral science. This is a very valuable field manual for those who want to change our economies for the better’


Ha-Joon Chang, professor of economics, University of London, and author of Edible Economics


‘Romeo’s The Alternative got my emotions boiling. After reading the history of how we’ve come to blindly accept poverty and massive inequality are immutable fixtures of capitalism, I was left angry and disgusted. And yet I felt a strong rush of hope in seeing, through Romeo’s deep research and vivid storytelling, that there are plenty of great solutions out there, and they’re already being put into practice. As this important book makes clear, we just need the moral courage and political imagination to make them mainstream’


Rick Wartzman, author of Still Broke


‘Carefully researched, beautifully written, engaging stories, filled with wisdom about building economic justice. Easy reading that results in hard thinking about how economics can be a force for good’


Joseph R. Blasi, professor and director, Institute for the Study of Employee Ownership and Profit Sharing, Rutgers University


‘There is an alternative to capitalism as we know it. Romeo vividly describes the options, giving reason for optimism about a more just and democratic economy beyond the bleak prison of shareholder capitalism. The Alternative reports from the front lines on bold experiments going on around the world: providing consumers information on the true costs of what they buy; enterprises that pay a sustainable living wage; job guarantees for all workers; gig-employment platforms operated as a public utility; large-scale, worker-owned cooperatives; perpetual purpose trusts; participatory government budgeting; expansive employee ownership’


Jerry Davis, professor of business administration, University of Michigan


‘Profound and engaging, a terrific book that deserves to be widely read. Romeo zeroes in on the actual solutions undertaken by communities and businesses to end the crises of global warming and wealth inequality and provide good jobs for all with genuine living wages. The Alternative gives us the ways and means for creating a just economy’


Clair Brown, professor of economics emerita, University of California, Berkeley


‘Romeo’s The Alternative breathes with hope and urgency about building a more equitable economy and society. The hope, however, rests not on fanciful dreams but is grounded in living examples of people and organizations that are already demonstrating their viability. Whether these are cooperatives, perpetual purpose or employee-owned enterprises, land trusts, job guarantees, or companies with livable wages—these efforts are signals of what is possible. I hope that by bringing these ‘alternatives’ to the attention of wider audiences, Romeo’s book will inspire many more such efforts, helping to move them from the margins of our economy to the mainstream’


Marina Gorbis, executive director, Institute for the Future









A city-state comes to be for the sake of life, but it continues to be for the sake of living well.


Aristotle, Politics, Book One.


Though the majority of people in our world do not know the details of these tranquilizing scientific explanations, any more than they formerly knew the details of the theological explanations which justified their position, yet they all know that an explanation exists; that scientific men, wise men, have proved convincingly, and continue to prove, that the existing order of things is what it ought to be, and that therefore we may live quietly in this order of things without ourselves trying to alter it.


Leo Tolstoy, The Slavery of Our Times
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Introduction

The Novelist and the Economist
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In 1886, the Russian novelist Leo Tolstoy wrote a short story called “How Much Land Does a Man Need?” The protagonist is a poor farmer named Pahóm who dreams of becoming a wealthy landowner. “If I had plenty of land,” he muses early in the story, “I shouldn’t fear the Devil himself!”1


The Devil, however, is listening. Seeing in Pahóm’s craving a chance to gain power over another soul, the Devil orchestrates a series of events. At first, everything seems to go well. Pahóm borrows money to buy more land. He raises cattle and grows corn and becomes prosperous. He sells his lands at a profit and moves to a new area where he can buy vast tracts for low prices.


He’s briefly content with the bustle of building and settling down, but as he grows accustomed to this new prosperity—he’s ten times richer than before—Pahóm becomes dissatisfied. He still must rent land to grow wheat, and there are quarrels with poorer people who want to use the land or leave it fallow to regenerate. Owning more himself would make everything easier.


He soon hears of a distant tribe called the Bashkirs, who live on a fertile plain by a river and will sell huge parcels of land for almost nothing. He buys tea and wine and other gifts and travels to meet them. They welcome him warmly, giving him kumiss to drink and killing a sheep to share the meat with him.


After he presents them with gifts, they ask which of their possessions he likes best, so they can reciprocate his generosity. “What pleases me best here,” he says, “is your land. Our land is crowded, and the soil is exhausted; but you have plenty of land and it is good land. I never saw the like of it.” Their chief explains that they sell land by the day. For the minuscule price of a thousand rubles, he can have as much land as he can cover in a day of walking. Starting at sunrise from the top of a small hill, he can walk the perimeter of the land he wants, marking boundaries by digging small holes and piling up the dirt. If he returns to the starting point before sunset, the land is his. If he does not, he forfeits the thousand rubles.


After a sleepless night on a bed of feathers in a Bashkir tent, Pahóm sets out the next morning through the high grass of the steppes. In the cool of the morning he makes good time, pausing periodically to dig holes and look back at the tribe on the hilltop. The farther he goes, the better the land seems. He slips off his uncomfortable boots to walk even faster. By noon, he is hot and tired, but after a brief rest for some bread and water, he continues. If he can just suffer through one day of pain, he thinks, he will have the rest of his life to enjoy the benefits.


He pushes through the afternoon heat and his growing fatigue to trace another side of an envisioned square. He’s about to return when he sees an especially appealing hollow of lush land. He marks it and starts back to the hilltop shimmering in the distant haze. The sun is already sinking toward the horizon, and he’s still miles away.


Just when he needs to quicken his pace, his fatigue is mounting. His bare feet are cut and bruised, he’s exhausted from the heat, and the muscles in his legs are faltering. He starts to realize he should have returned sooner. But he manages to quicken his pace, tossing aside his boots and water flask and coat.


Soon he is struggling to breathe. His shirt and trousers are soaked with sweat, his heart is hammering in his chest, and his lungs are heaving like the bellows of a blacksmith. He is near enough now to hear the Bashkirs shouting encouragement. The sun, huge and blood red in the evening mist, is almost completely below the horizon. From where he stands, it appears to have vanished, but on the hilltop he sees the Bashkirs still illuminated by light. With a final ferocious push he charges up the hill, reaching the point from which he started just as the sun dips below the edge of the sky. “He has gained much land!” the chief exclaims with admiration.


Pahóm collapses with hands outstretched. When his servant comes forward to help him rise, a stream of blood flows from his master’s mouth. The Bashkirs click their tongues in pity. His servant takes the spade and digs a simple grave six feet long. With Pahóm’s death and humble burial, the question in the story’s title is answered: that’s all the land a man needs.
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It might seem odd to begin a book about the shape of a just economy in the twenty-first century with a fictional story about peasant life in the nineteenth century. A book that aspires to illuminate the structure of a more fair and sustainable economy today must explore plausible solutions to wealth inequality, environmental collapse, the evaporation of good middle-class jobs, the casualization of a growing number of workers, the outsized influence of investment capital, the erosion of democratic governance in the private and public sectors, and more. The following chapters explore these subjects in detail.


Yet Tolstoy’s short story strikes directly at the economic dogmas that have contributed to all of these contemporary problems. He shows the dangers of rationality divorced from moral purposes. He grasps the psychological mechanisms of acquisitive mania and shows how it causes suffering. He hints at the ecological effects when such behavior permeates society: Pahóm alone is not responsible for the “exhausted” soil, and the story’s description of individuals pursuing private gain and depleting a vital resource anticipates game theorists’ collective action problems. He depicts an arrogant disregard for traditional ways of life and a brazen attempt to profit by their destruction.


Tolstoy was not an economist, yet in one story he illuminated more about wealth, psychology, and ethics than most professional economists do in a lifetime. Pursuing growth at all costs, Pahóm behaves with the profit-maximizing rationality of orthodox economic models, expanding into new regions of perceived opportunity and ignoring negative externalities like the exhausted soil and his damaged relationships. For a time, this cycle of expansion looks like success. But the idea that an externality—indirect costs or benefits of economic transactions—can remain external is soon exposed as a beguiling myth. He’s ultimately unable to escape the consequences of his own greed.


At a subtler level, Tolstoy shows just how seductive flawed choices can be. At every stage, Pahóm has apparently good reasons for expanding: his neighbors are obnoxious, not renting is more efficient, the land’s prices are low, its quality is high. In a narrow sense of the term, he’s behaving rationally. Yet a series of seemingly rational decisions somehow culminates in catastrophe.


At each new level of wealth, instead of enjoying the resources he already has, he quickly becomes dissatisfied, returning to a previous level of happiness in a pattern sometimes called the hedonic treadmill. Even very late in the story, Pahóm still has the option to forfeit the trivial sum of a thousand rubles, rest in the grass, and walk leisurely back to the tribe. Yet by this point, he is in the grips of a deadly sunk cost fallacy. He has already invested so much effort; it would be foolish to stop now! So he continues pouring more energy into a doomed endeavor. Moments before his death, he realizes this. “I have grasped too much and ruined the whole affair,” he thinks. Like the heroes of ancient Greek tragedy, he recognizes a vital truth only when it is too late.


Long before behavioral economics existed, Tolstoy grasped the structure of some of its central concepts, such as the sunk cost fallacy and the hedonic treadmill. Yet he understands these phenomena more as frailties than fallacies, not bugs in our cognitive software so much as risks within a landscape of moral possibilities. The Devil himself uses them to gain power over Pahóm’s soul. Pahóm is not just predictably irrational. His choices have a crucial moral dimension, and the desire to constantly acquire more deforms his beliefs and behavior.


Yet the strength of this desire is not a universal or inevitable feature of human nature. The Bashkirs’ lifestyle reflects a different set of values. Their lives are materially simpler and follow seasonal patterns. In the summer, they don’t do much work at all. Pahóm’s eagerness to exploit them constricts his focus to their lack of financial shrewdness. They are “ignorant,” as “simple as sheep.” He sees the Bashkirs’ sharply limited interest in wealth not as a moral challenge to his own values but as a foolish weakness and a business opportunity. Pahóm’s own previous life, prior to the Devil’s interference, is another disregarded template for a more satisfying existence. As his wife says at the start of the story, “Though a peasant’s life is not a fat one, it is a long one. We shall never grow rich, but we shall always have enough to eat.” A life unencumbered by self-destructive greed was available to him.


The story’s ending dramatizes an inescapable yet easily forgotten truth. As the economist John Maynard Keynes said in a different context, “In the long run we are all dead.” Beneath the sharp irony—by wanting too much land, Pahóm winds up dead in a tiny plot of it—is a broader point. Keynes, reflecting on the philosopher Edmund Burke, put the idea well: “Our power of prediction is so slight, our knowledge of remote consequences so uncertain, that it is seldom wise to sacrifice a present benefit for a doubtful advantage in the future.”2


Ruining your present for a future you may never enjoy is unwise. Yet this does not mean that a good life consists of a consumerist frenzy of immediate pleasures, which, even if one can afford it, merely invites dissatisfaction and exhaustion on the hedonic treadmill. It’s rather a reminder to cultivate more enduring sources of satisfaction, such as family and friendships, ethical conduct, dedication to worthy causes, and the pursuit of excellence in meaningful activities.


Tolstoy, like Keynes, recognized that the major topics of economics are inescapably moral and political. Economics must explore not just how humans produce and consume resources, but also the fairness and desirability of these arrangements for individuals, nations, the natural world, and our descendants. Without these ethical foundations, all technical improvements will simply be what Henry David Thoreau once called “improved means to an unimproved end.”3


Recognizing the moral status of major economic questions, while essential, is not sufficient to resolve them. Scores of books have diagnosed the contemporary crisis of capitalism, emphasizing how it has undermined democracy, concentrated wealth, harmed human health and well-being, and ravaged ecosystems around the planet. Such work is important, but focusing exclusively on the nature of the problems risks suggesting that the only viable options are revolution or resignation to the status quo. This book, based on years of reporting for the New Yorker magazine, examines a portfolio of practical solutions to urgent economic problems, from decreasing wealth inequality to addressing the climate crisis and creating meaningful jobs.
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If you have some knowledge of history and philosophy, the so-called revolution in behavioral economics over the past few decades appears less revolutionary. Many major insights of behavioral economics are rediscoveries of patterns already identified by ancient philosophers. Plato’s dialogues depict and analyze the cognitive-emotional processes that behavioral economics now calls confirmation bias, availability bias, framing effects, loss aversion, representativeness heuristic, and anchoring.4 There is some value in establishing these patterns with the methods of experimental psychology, using double-blind studies and populations from around the world. But it’s striking that some of the more celebrated intellectual achievements of economics are largely a rediscovery of processes depicted by philosophers and novelists.


The insight that economics is in essence a subfield of philosophy was once widespread. At first glance, you might suspect the following passage came from a philosopher rather than from one of the most mathematically gifted and influential economists of the twentieth century: “It seems clearer every day that the moral problem of our age is concerned with the love of money, with the habitual appeal to the money motive in nine-tenths of the activities of life, with the universal striving after individual economic security as the prime object of endeavor, with the social approbation of money as the measure of constructive success, and with the social appeal to the hoarding instinct as the necessary provision for the family and for the future.”5 The author was John Maynard Keynes, writing in 1925. Economics, he wrote on another occasion, is “more properly called political economy” and is a “side of ethics.”6


This ethical emphasis appears repeatedly in Keynes’s writing. With an optimism that proved premature, he described a future when “the love of money as a possession—as distinguished from the love of money as a means to the enjoyments and realities of life—will be recognized for what it is, a somewhat disgusting morbidity, one of those semi-criminal, semi-pathological propensities which one hands over with a kind of shudder to the specialists in mental disease.” Critiquing the “decadent” and “individualistic” nature of international capitalism after the First World War, he objected that “it is not intelligent, it is not beautiful, it is not just, it is not virtuous.”7 It’s hard to imagine mainstream economists such as former treasury secretary Lawrence Summers deploying this kind of moral and aesthetic language today.


The reliance of mainstream economics on a technocratic, quasi-scientific vocabulary obscures the ethical and political questions that lie at the heart of the discipline. Milton Friedman claimed in a 1953 essay that economics “is, or can be, an ‘objective’ science, in precisely the same sense as any of the physical sciences.”8 Countless other economists have subsequently accepted this claim, which has become widely influential in politics and daily life. If Friedman is right, the moral evaluations of Keynes, Tolstoy, or anyone else are irrelevant to a serious discipline. Instead, the status quo appears inevitable and immutable: in the famous phrase of Margaret Thatcher, “There is no alternative.”


There are multiple reasons to reject this view, and an increasing number of economists are doing so. Contemporary economist Julie Nelson, one of the shrewdest critics of her own discipline, calls “the physics-imitating mode of hegemonic economic practice” a damaging dogma, “with its true believers remaining tightly wedded to particular metaphysical assertions about human psychology and organizational behavior long after other research has shown the assertions to be largely false and/or unhelpful.”9 This pose of scientific impartiality allows mainstream economists to smuggle all sorts of dubious claims into policy and discourse in the capacious suitcase of pseudoscientific neutrality.


The first chapter of this book explores how so many powerful economists came to adopt this physics-envying pose. It also examines a growing movement by an international group of academics to reform economics education by foregrounding the philosophical and political context in which economic decisions unfold. Recognizing the moral essence of economics is vital, but we also need specific and practical suggestions for how to organize companies and labor markets, how to price and distribute goods and resources, and how to include more citizens in key economic decisions. The remaining eight chapters explore the real-world stories of the people and models that are already creating an alternative to our disastrous economic status quo.


Chapter 2 turns to an Amsterdam-based initiative called True Price that is directly injecting moral considerations into prices. By making the prices of goods reflect their impact on other humans and nature, True Price motivates producers to change their most harmful practices, rewards consumers who follow these price signals, and generates funds to remediate some of the worst impacts of many goods. The third chapter examines one effect of prioritizing cheap goods and services—workers who are paid so little that it’s impossible for them to survive. The movement for a living wage has been damaged by the myth of an amoral economics; under the guise of neutrality, the very meaning of the term living has been redefined by corporations and prominent economists in a profoundly narrow and ungenerous way. This is now changing as more people come to recognize that the definition of a living wage is a moral and political question, not a scientific one.


A job that pays enough to enable a reasonable definition of living sounds good, but what if there are not enough of these jobs available? In that case, what can we do but allow some people to languish in unemployment or in jobs with horrible pay and conditions? The fourth chapter explores one possible alternative: the implementation of a job guarantee. We visit the region in Austria where such a program is being successfully piloted and learn about its capacity to improve private-sector labor conditions, benefit the long-term unemployed, and fulfill essential community needs.


Gig or flexible work is often seen as a manifestation of broken labor markets, not part of a solution. But there’s nothing inherent to flexible work that requires it to be dominated by predatory companies backed by private equity. Chapter 5 examines the creation of gig-work platforms run as public utilities, another innovative model for improving broken labor markets. By charging only a small amount per transaction, rather than the extractive fees of the Silicon Valley gig companies, a public utility model can boost wages while also enforcing labor laws, providing benefits and training for employees, and improving prospects for advancement. A city-wide model is already being piloted in California, and similar projects are planned across America.


In Chapter 6 we travel to the Basque Country of Spain, where the Mondragon Corporation has built the world’s largest worker-owned network of cooperatives. With around eighty thousand employees and over €11 billion in revenue, they compete successfully in dozens of different international markets, all while maintaining a pay ratio of 6:1 between the highest- and lowest-paid workers and enjoying democratic governance. The notion that astronomically high CEO compensation is necessary for business efficacy is a myth: a potent alternative model already exists at scale and needs only to be implemented more widely. Chapter 7 exposes another foundational myth of modern capitalism: that profit maximization is necessarily the objective of businesses and the people who own them. A growing number of retiring founders and young business owners are putting an old legal instrument to new use by transferring ownership of their businesses to legal trusts that stipulate a purpose other than profit maximization as the goal of their businesses. These purposes include profit sharing with employees, the longevity of the business, protection of the environment, or donation to nonprofits.


Public budgets are a promising method for the democratization of more of the economy, and municipal governments are often uniquely capable of innovation. In Chapter 8, we visit two European cities with highly innovative budgets. The first is the Portuguese city of Cascais, a globally recognized model of participatory budgeting. Every year, citizens vote on how to spend a sizable percentage of the municipal investment budget. Over the past ten years, the city has spent tens of millions of euros on a variety of major infrastructure projects proposed by citizens of many ages and backgrounds: the result is a stronger civic culture and a flourishing economic democracy. The second city is Oslo, Norway, which runs a highly effective climate-budgeting program that prioritizes targeted decreases in carbon emissions each year. Oslo is helping to inspire other major cities around the world to implement similar programs.


The final chapter explores innovative models that deploy investment capital to decrease wealth inequality and promote a greener economy. New venture capital funds are practicing what might be called the art of the cooperative takeover. They buy conventional businesses and then convert them into worker-owned cooperatives or ESOPs (employee stock ownership plans). Investment capital is harnessed to distribute wealth more fairly, precisely inverting the dynamics of the hostile takeovers for which Wall Street is infamous. Another model proposes to combine public and private financing in a new federal agency to address shortages in supply chains and support the national infrastructure for a green economy.


These models and initiatives—the alternative—are not the only possible elements of a just economy. The work of nonprofits like Tax Inspectors Without Borders or the Tax Justice Network, for example, helps decrease tax evasion within and between countries, fund badly needed infrastructure projects, and limit wealth inequality. Many other long-standing and recent policy ambitions—strengthening progressive taxation of corporations and people, labor law changes to enable stronger unions, nationalized health care, supply chain due diligence legislation, strengthening of regulatory scrutiny by the Securities and Exchange Commission and the Environmental Protection Agency, antitrust legislation and regulation of Big Tech, robust and legally enforceable standards for ESG (environmental, social, governance) investing—also merit support. That these topics are not the subjects of chapters reflects constraints of space and time, availability of sources, or the fact that they are already covered well by other authors. Some omissions, however, do reflect a critical assessment. Cryptocurrencies are not discussed because they are hindering rather than hastening the creation of a just economy. A speculative asset without intrinsic value hawked with propagandistic gusto and created by electronic “mining” that generates severe pollution, cryptocurrencies should be more closely regulated or simply outlawed.


None of the ideas discussed here represent a single comprehensive solution to economic and political problems. The argument is not “This solves everything!” so much as “This solves some things to some degree.” Yet life would be radically different in cities, states, or countries that adopted a critical mass of these initiatives. There is currently no one place that implements participatory budgeting, climate budgeting, a job guarantee, profit sharing via widespread employee ownership, true prices, investment capital deployed to decrease wealth inequality, genuine living wages, less dogmatic economics education, and a public utility–style job market for irregular labor. The fact that life and culture are already quite different in some of the places where only a few of these initiatives exist suggests the potential for deep transformation if even three or four were broadly adopted in the same region and could work in synergy.


This is already starting to happen. The town of Mondragón, home to the world’s largest worker-owned cooperative, has a participatory budgeting program. The city of Amsterdam, in which true pricing originated, also practices a version of climate budgeting. And many of the businesses acquired in cooperative takeovers or owned by purpose trusts also pay a genuine living wage.


These initiatives are reshaping economies around the world. Though they differ in approach, all share a vision of the economy as a place of moral action and accountability rather than a value-free, self-regulating zone. In 1933, Keynes addressed a radio audience just before the opening of the World Economic Conference: “The world’s needs are desperate: we have, all of us, mismanaged our affairs, we live miserably in a world of the greatest potential wealth. . . . Every previous conference . . . has ended in empty platitudes and ambiguous phrases so boring and vapid that they have expired in a universal yawn. Isn’t the present shocking state of the world partly due to the lack of imagination which they have shown?”10


This book envisions how the world could change if more people exhibit such necessary imagination. Readers can and will disagree on which of these projects are most feasible, attractive, and urgent. Fundamental to all these different initiatives is a deeper shift in our very notion of the economy, from an impersonal sphere of abstract forces best governed by technocrats into a human arena of ethical decisions with the highest imaginable stakes. This shift, which both Tolstoy and Keynes would understand, is perhaps the most basic precondition for creating a more just economy.










1
The Battle for Academia
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In November of 2008, Queen Elizabeth II was touring the London School of Economics just months after reckless speculation by bankers had caused a global financial crisis. With majestic bluntness, she asked her hosts a question on many minds. Why had no one seen the crash coming?


In a rare moment of public introspection, some of the economics professors later replied to the queen. First, they blamed general human failings: “It is difficult to recall a greater example of wishful thinking combined with hubris.” But they also faulted their own discipline. Its “financial and economic models . . . were good at predicting the short-term and small risks,” yet were not “equipped to say what would happen when things went wrong as they have.” They stressed that “some of the best mathematical minds in our country and abroad” had been engaged in calculating risk, but “they frequently lost sight of the bigger picture.”1


This combination of mathematics and myopia captures a basic truth about economics over the last half century. As the field has become highly technical and mathematical, its practitioners often remain ignorant of the political implications of their work. The “bigger picture” has been obscured in part by the illusion of mastery and precision that complicated math can create. In 1985, one critic had already observed, “Departments of economics are graduating a generation of idiot savants, brilliant at esoteric mathematics yet innocent of actual economic life.”2 In a conversation with me almost four decades later, a prominent contemporary economist who asked not to be named described the discipline’s use of mathematics as “masturbation in the monastery.”


A few economists are now among the sharpest critics of the intellectual limits of their field. An economist from a Canadian university told me that while math is a useful tool, it imposes a low ceiling on the complexity of questions economists can study. Economists need insights from a range of social sciences and humanities disciplines to understand complex real-world problems like financial crises, climate change, or discrimination in labor and credit markets. A young French professor I met recalled attending graduate school with a colleague, now a tenured professor, who performed brilliantly on formal and mathematical modeling but had no idea who Adam Smith, John Maynard Keynes, or Karl Marx were. Despite working in different centuries and traditions, Smith, Marx, and Keynes shared an intellectually capacious vision of economics in which knowledge of history, ethics, psychology, and politics was a prerequisite to meaningful inquiry.


A few years before the 2008 crash, a survey of graduate students at the most prestigious economics departments in America found that a majority saw “a thorough knowledge of the economy” as unimportant to becoming a successful economist. Only 14 percent, however, saw “excellence in mathematics” as unimportant. One Princeton student commented, “There’s just a lot of math, and we can’t see the purpose of it.”3 This says something extraordinary about the training economists receive. It also matches precisely what the professors wrote to the queen: “The best mathematical minds” had “lost sight of the bigger picture.”


Given such an education, it’s unsurprising that complacency dominated the economics mainstream before the 2008 crash. In 2003, the University of Chicago economist Robert Lucas claimed in his presidential address to the American Economic Association, “[The] central problem of depression prevention has been solved, for all practical purposes, and has in fact been solved for many decades.”4 Lucas has also argued that questions about wealth inequality must be excluded from economics: “Of the tendencies that are harmful to sound economics, the most seductive, and in my opinion the most poisonous, is to focus on questions of distribution.”5 For some economists, the “bigger picture” has not been “lost sight of.” It has been thrust from view.


This type of tunnel vision is not inherent to the discipline. Rather, it is a strategic choice that benefits entrenched plutocratic powers. The Canadian economist Jacob Viner once observed that “men are not narrow in their intellectual interests by nature; it takes special and rigorous training to accomplish that end.”6 The confusion of economics with natural science has been very politically useful: it lets economists claim scientific certainty while advancing inherently political and moral arguments. Debate about the content of economics education might seem purely academic, but when economists present themselves as neutral scientists, they’re able to constrict the set of imaginable answers to many vital questions. The intellectual training of economists has a profound impact on public discourse and policy. Millions of undergraduates take an economics class every year, even those who do not absorb many of the dogmas that characterize mainstream economics education. This chapter recounts some of the long history of the struggle to control the image and contents of economics. It also explores new efforts to make the subject more empirically grounded and philosophically capacious.


The pervasive confusion of economics with the natural sciences is a relatively recent development, and one that many of the most brilliant figures in the field have resisted. Early in the twentieth century, Keynes rejected the narrowing of economics to mathematics alone. The economist, he wrote, “must be mathematician, historian, statesman, philosopher—in some degree. He must study the present in the light of the past for the purposes of the future. No part of man’s nature or his institutions must lie entirely outside his regard.”7 In short, most of economics is about the “bigger picture”—the political and historical and moral implications of the subject.


Economist Luis Garicano, to whom the queen had directed her question, told the Guardian that “the main answer is that people were doing what they were paid to do, and behaved according to their incentives, but in many cases they were being paid to do the wrong things from society’s perspective.”8 His remark is a precise inversion of the dynamic described by Adam Smith’s “invisible hand,” where individuals striving to maximize their own wealth create positive social outcomes.


It was good of the economists to apologize to the queen, but as the favorite poet of an earlier Queen Elizabeth wrote, “Though thou repent, yet I have still the loss / The offender’s sorrow lends but weak relief / To him that bears the strong offense’s cross.”9 It’s not surprising that people trying to enrich themselves by any means do not automatically contribute to the welfare and flourishing of society. A better question is how so many people came to believe this in the first place.


EXIT MORALITY, PURSUED BY AN ECONOMIST


In 1989, the young British comedy duo Stephen Fry and Hugh Laurie vividly brought to life philosopher David Gauthier’s description of economic markets as a “morally free zone.”10 In a sketch called “Bank Loan,” Laurie plays a businessman seeking a loan, and Fry is a banker. When Fry asks what product he’s hoping to market, Laurie produces two small sachets. The blue contains cocaine and the red holds heroin.






	Laurie:


	My own market research and some work undertaken by the packaging and graphics team has revealed that cocaine is thought of as a fresher, brighter product, hence the blue, and heroin is warmer and more passionate, therefore red. You disagree? I’d value your input.







	Fry:


	You’re planning to distribute and sell drugs?







	Laurie:


	On the button. The market’s there, I’m ready to go, and let’s face it—Europe’s open for business.







	Fry:


	Ye-e-es.







	Laurie:


	Problem?







	Fry:


	Possibly. Possibly.







	Laurie:


	I know what you’re going to say. It’s a market that up until now has been hedged about with a lot of rules and regulations, and let me tell you this. When I first began to look at this market, I thought to myself, “hey, I’d be better off manufacturing red tape.” Hahaha!







	Fry:


	Red tape, yes.







	Laurie:


	But thank God, times are changing. Whole new markets are opening up, and I’m ready to play them.







	Fry:


	Right.







	Laurie:


	The demand is there, no question.







	Fry:


	Uh huh.







	Laurie:


	The most exciting thing for me is that it’s such a young market.







	Fry:


	Really?







	Laurie:


	Immensely young. Consumer profiling indicates the twelve to fifteen-year-old segment. And if we can instill in them product loyalty, that’s got to be good news.







	Fry:


	Aha. But . . . but . . .







	Laurie:


	I know what you’re going to say. “Do they have the income?” right? Well, what I always say is, “if the product’s right, they’ll find the income.” Their mother’s handbags, car stereos, old age pensioners, wherever.







	Fry:


	Mmm. I meant, well . . . I hesitate to use a word like this. I know it’s old-fashioned. But do you think it’s strictly moral?







	Laurie:


	I beg your pardon?







	Fry:


	Is it moral?







	Laurie:


	Moral?







	Fry:


	Yes.







	Laurie:


	I’m not sure if I’ve actually got any precise figures on that . . .







	Fry:


	
Yes, I actually mean . . . is it moral to do this at all?


You know . . . children and so on.








	Laurie:


	Well. Let me turn the question round and ask you this. Would you rather we stood by and watched the Germans, the Dutch, the South Americans take our market share? Where’s your precious morality then?11








The sketch is a pitch-perfect parody of the 1980s promarket dogmas ascendant under Margaret Thatcher, Augusto Pinochet, and Ronald Reagan. It makes clear just how bizarre the urge to suspend moral considerations under the banner of “markets” is. We laugh at Laurie’s cheerfully psychotic dismissal of ethical concerns, yet the attitudes that he lampoons—all regulation is red tape, markets are the ideal arbiters of human interactions, and countries, like individuals, are locked in a competitive death struggle, so if one doesn’t do something bad, others will—are still widespread. Marx opens his Eighteenth Brumaire with the observation that “all great, world-historical facts and personages occur, as it were, twice . . . the first time as tragedy, the second as farce.”12 Here the sequence is reversed. What the comics mocked in the 1980s became the business strategy of the California company Juul Labs, founded by two Stanford graduates in 2015 and valued at $38 billion at its peak. Juul targeted teenagers and children as young as eight years old with its candy-flavored e-cigarettes, as a congressional inquiry revealed.13 If markets are amoral zones, then it is indeed an “exciting” business opportunity to sell deadly substances to children.


There is no bright line between profiting by selling drugs to children and by selling them sugary soft drinks, addictive social media experiences, or sickening fast food. Where a society places such a line depends on moral and political values. The term market forces implies a misguided analogy to the law-like forces studied by scientists in the physical world. Political deliberation cannot alter the working of gravity. But market forces operate only because of political and ethical decisions. The depiction of market forces as natural and inevitable is a politically convenient strategy for those who would like to short-circuit the process by which a society sets acceptable boundaries. Removing children from the labor market was initially depicted by critics as an intolerable regulatory overreach. As moral standards change throughout history, what seems natural in economies also shifts.


The British comics captured something real in the Thatcherite zeitgeist. In 1991, the economist Lawrence Summers signed an internal memo as chief economist at the World Bank, making what apparently struck him as a rational argument: “I’ve always thought that under-populated countries in Africa are vastly UNDER-polluted. . . . I think the economic logic behind dumping a load of toxic waste in the lowest wage country is impeccable and we should face up to that.” As measured by lost earnings, the economic cost of illness and premature death—outcomes of proximity to toxic waste—is lower in countries with lower wages, thus the conclusion: dump waste on poor people. Brazil’s secretary of the environment, José Lutzenberger, wrote to Summers, “Your reasoning is perfectly logical but totally insane.”14 What’s insane about Summers’s memo is not his math; it’s the morally flawed premise that human lives are best valued by earning potential. If Summers had an economics education closer to what Keynes had envisioned, combining the knowledge of historians, statesmen, and philosophers, he might not have endorsed these views.


Obey the “Law”


When popular and academic discourse presents economics as a realm of immutable laws and forces, this dissuades people from pursuing alternative arrangements. The Israeli historian Eli Cook has documented many examples of this rhetorical maneuver throughout the history of American capitalism. In 1902, Yale professor William Graham Sumner described rising corporate wealth concentration in terms of “forces” and “gravitation” to claim that the current economic arrangements were “inevitable.” In 1904, the Bureau of Corporations wrote in its annual report, “There is an irresistible movement toward concentration in business. We must definitely recognize this as an inevitable economic law.” This meant that legislation aimed at preventing cartels or monopolies, like the 1890 Sherman Act, was pointless.15 The practice is still flourishing. Science magazine in 2014 assured readers that inequality is natural and inevitable. “Econophysicists say the income distribution is, inevitably, a decreasing exponential with few winners and lots of losers,”16 the caption beneath one graph claimed.


There’s nothing inevitable about a particular level of inequality. Even if certain patterns emerge from the study of economic history—and the quality, sample size, and categories of data are all intensely debated—there’s no reason to suppose that a past pattern must continue. Someone surveying the world economy in the year 1800 might posit “laws” about the inevitability of child labor or the gold standard. There’s no reason to assume that some of our current “laws” will survive any better. French economist Thomas Piketty makes this point well: “The history of the distribution of wealth has always been deeply political, and it cannot be reduced to purely economic mechanisms.”17*


The practice of presenting fragile political claims as inescapable physical laws has been present since the dawn of economics.** Critiquing the early nineteenth-century system of wage supplements to the rural poor, English economist David Ricardo wrote in an 1817 treatise, “The principle of gravitation is not more certain than the tendency of such laws to change wealth and power into misery and weakness . . . until at last all classes should be infected with the plague of universal poverty.”18 Ricardo suggests that anyone who disagrees with him is as foolish as an opponent of gravity. As we will see in Chapter 4, a version of Ricardo’s misunderstanding is still used to argue against the expansion of unemployment benefits, and it still masquerades as an inevitable law.


While Ricardo invoked physics, other writers used biological analogies, comparing the poor to animals. In the eighteenth-century author Joseph Townsend’s famous parable about goats and dogs, only famine restores the balance between an exploding population of goats and their food supply. The story was meant to convey a clear moral: “Hunger will tame the fiercest animals, it will teach decency and civility, obedience and subjection, to the most perverse.”19 Applying this principle to humans, he saw any sort of assistance to the poor as perverse: “It is only hunger which can spur and goad them onto labour; yet our laws have said, they shall never hunger.”20 However well intentioned, relief to the poor was the equivalent of removing predators from the island of goats: overbreeding, overpopulation, and increased total suffering would result. Thus letting “nature” take its course was the more humane action. Laissez-faire policy was not just one policy choice among others—it was the “natural” one. A version of this basic theory survives in widespread unemployment policies that assume people will only pursue work if they are desperate.


Townsend notes that the elites within English society would suffer if the immediate threat of starvation did not motivate the poor. “For what is it but distress and poverty which can prevail upon the lower classes of the people to encounter all the horrors which await them on the tempestuous ocean or on the field of battle?”21 England’s expanding empire required a steady supply of the poor to undertake dangerous journeys as sailors and soldiers. Many cheap products in today’s global economy still depend upon a supply of workers who face a miserable choice between hunger and brutal labor conditions. Townsend’s story conveniently supported the political and economic interests of the wealthy. By presenting his claims as natural and inevitable laws, he helped inaugurate a long and pernicious tradition.


Questions about the efficiency of markets, the effects of taxation and government debt, the rationality and self-interest of humans, and the impact of raising the minimum wage are often presented as settled, even though great controversy surrounds these issues. Even on issues where greater consensus exists, opinions are likely to change. The conservative economist Steven Kates wrote that “the vast majority of the economics profession today would have been classified as crackpots in the 1930s and before.”22 This should give us pause: many contemporary economists may soon be regarded as crackpots. It’s still common for many economists to exclude household labor from GDP, ignore the impact of economic activity on other species and ecosystems, and treat endless growth as a sacred goal. These are not discoveries but assumptions, and not defensible ones.


In 1953, a young Milton Friedman claimed economics was just like any other physical science. “In short, positive economics is, or can be, an ‘objective’ science, in precisely the same sense as any of the physical sciences,” he wrote.23 Friedman argued that political disagreements will diminish once everyone accepts the results of this “science.” Put differently, all politics is just misunderstood economics. In fact, the opposite is closer to the truth: most economics is misunderstood politics. Many consider Friedman’s 1970 essay “The Social Responsibility of Business Is to Increase Its Profits,” with its unabashed embrace of profit maximization, a founding document of neoliberalism. But this 1953 essay claiming economics as a natural science may be the more destructive text. If this is true, the “discovery” that businesses should only care about profits is like a law of the physical universe.


The so-called Nobel Memorial Prize in Economic Sciences, first awarded in 1969, also helps the discipline retain a scientific veneer. Though this is often called the Nobel Prize in Economics, Alfred Nobel did not include a prize for economics in his will. Swedish banking money created the prize with a permanent endowment from Sweden’s central bank that continues to pay the administrative expenses and prize money for the award. One descendant of Alfred Nobel called the prize “a PR coup by economists to improve their reputation.”24 Without the borrowed prestige of the Nobel name, it’s doubtful a Sveriges Riksbank Prize in Economic Sciences would be well known. Even Friedrich Hayek, hardly a radical economist, criticized the creation of the prize when he received it. He noted the dangerous political effects of equating economics with the physical sciences: “It seems to me that this failure of the economists to guide policy more successfully is closely connected with their propensity to imitate as closely as possible the procedures of the brilliantly successful physical sciences.”25 The advice has been ignored by his followers. The conservative Cato Institute cites Hayek’s Nobel Prize before declaring, “not only did Hayek show that socialism is incompatible with liberty, he showed that it is incompatible with rationality, with prosperity, and with civilization itself.”26 We’re invited to imagine Hayek bustling about a lab with beakers and test tubes and emerging with the result: socialism is bad.


Certain influential economists now accept that economics is profoundly entangled with politics in its origins, assumptions, and implications. Amartya Sen champions a revival of political economy based on the recognition that the dream of a value-free economics is impossible and undesirable.27 As Cambridge economist Ha-Joon Chang has written, “Economics is a political argument. It is not—and can never be—a science; there are no objective truths in economics that can be established independently of political, and frequently moral, judgements.”28


This position is not the same as relativism and does not require a renunciation of mathematics. Economic policies and theories can be better or worse, and math, empirical data, and formal models can clarify debates. But economic models, policies, and even statistics are based on assumptions that are political to varying degrees. The unquestioned authority of economists masquerading as scientists, even of the social variety, is undemocratic and pernicious. Because of the immense influence the discipline of economics has had on public policy and political consciousness, the economics curriculum in universities has provoked fierce struggles.


Politics All the Way Down


In 1990, the American economist Paul Samuelson wrote, “I don’t care who writes a nation’s laws—or crafts its advanced treaties—if I can write its economics textbooks.”29 Samuelson’s Economics, first published in 1948, became America’s best-selling economics textbook for decades, selling millions of copies and helping introduce the concepts of John Maynard Keynes to America. He defined strategic areas of the intellectual landscape for millions of students in the twentieth century; these students became politicians, parents, diplomats, teachers, voters, taxpayers, and businesspeople. It’s easy to see why he would claim a status superior to legislators.


As economic historian Roger Backhouse has shown, other powerful people were just as aware of the influence of economic ideas. When MIT was considering using Samuelson’s text in the late 1940s, a member of the MIT Corporation complained about Samuelson in a letter to the school’s president. “It is perfectly obvious that the young man is socially-minded if not strictly communistic.”30 The letter’s author worked at the Bell Telephone Company. A second concerned letter also came from the business world: this one from an MIT graduate who worked for the chemical company DuPont. He felt it was essential for any text adopted by MIT to be “thoroughly objective and mature” and worried that Samuelson lacked these traits.


The “objectivity” desired by the businessmen was an unwavering commitment to a small-government vision of unbridled capitalism, precisely the sort of arrangement that would most swell their profits. The vice president of the MIT Corporation, responding to one of the critics, reassured him that “there is no question but that every member of our Economics Department is a wholehearted advocate of the free enterprise system.”31 It’s hard to imagine a group of businessmen aggressively lobbying against the physics curriculum at MIT.


Opposing a textbook by writing letters and making a few threats seems quaint compared to contemporary strategies. Why write letters when you can fund the creation of chaired professorships with the understanding that the occupants will spread fundamentalist free-market gospel? Records obtained through a Freedom of Information Act request in 2018 showed that the billionaire Koch brothers influenced economics appointments at Virginia’s George Mason University, to which they contributed millions of dollars.32 Between 2005 and 2014, Charles Koch gave $108 million to 366 universities in America.33 One student at George Mason recalled taking an environmental economics course with a Koch-funded professor who used a textbook called Global Warming and Other Eco-Myths: How the Environmental Movement Uses False Science to Scare Us to Death.34 The book was published by the Competitive Enterprise Institute, which has also received funding from the Kochs.


In a moment of candor, a director of the conservative John M. Olin Foundation, which spent hundreds of millions of dollars between 1960 and 2005 supporting conservative thinking about market incentives within law schools, explained that while law and economics seemed neutral, they possessed “a philosophical thrust in the direction of free markets and limited government.” Harvard and Columbia Law Schools were among the many recipients of Olin Foundation funding.35


A founding document for this type of influence campaign was written in 1971, when future Supreme Court justice Lewis Powell sent a confidential memo to the US Chamber of Commerce claiming that widespread public criticism of the free enterprise system posed an existential threat to American businesses and freedom itself. Citing the product safety campaigns waged by Ralph Nader in the 1960s and surveys of undergraduates that showed support for the nationalization of major industries, Powell argued that conciliation of capitalism’s critics was a losing strategy. Businessmen, guided by the Chamber of Commerce, needed to launch an aggressive counterassault. “The time has come—indeed, it is long overdue—for the wisdom, ingenuity and resources of American business to be marshaled against those who would destroy it.”


Powell envisioned a multipronged campaign that would target secondary schools, campuses, the courts, television, and publishing and media. He also underscored the power of textbooks, calling for a permanent business-friendly staff of overseers at the Chamber of Commerce to “evaluate social science textbooks, especially in economics, political science and sociology. This should be a continuing program” (emphasis added). He wanted the guardians of the purity of textbooks to be “eminent scholars who believe in the American system.”36 Powell was endorsing precisely the sort of intervention that confronted the administration of MIT in the 1940s, and he wanted it replicated at scale across America.


In many ways, Powell’s vision has been realized. From the Hoover Institution at Stanford to the Mercatus Center at George Mason, the Heritage Foundation, the American Enterprise Institute, and the Center for the Study of American Business, corporate- and plutocrat-backed think tanks now wage the polemical campaign that Powell advocated. Powell would have agreed with Samuelson about the importance of economic textbooks. Unlike Samuelson, he helped galvanize the class interests of America’s wealthy in a coordinated effort to define cultural common sense.


Samuelson’s book was attacked as subversive and leftist during the heyday of the Red Scare and McCarthyism. Following the upheavals of the 1960s, however, some saw the book as scaffolding for conservative dogmas: “If one wishes to restructure society in order to achieve other values than maximizing output of material goods and services, Samuelson’s book is no help at all,” one professor wrote in the early 1970s.37 Within the space of just twenty years, the book’s critics flipped to the opposite end of the spectrum. Changes in political conditions had prompted a reevaluation.


Disguising political claims about the economy as scientific truth creates vicious, self-fulfilling cycles. Claims of supremacy for markets have motivated disinvestment from public-sector services, worsening public-sector capacity and driving further claims for market supremacy. The same dynamic also occurs in a far more intimate domain. As the philosopher and novelist Iris Murdoch observed, “Man is a creature who makes pictures of himself, and then comes to resemble the picture.”38 Surrendering the paintbrush to economists has resulted in a grotesque portrait. New research is creating a more complex, empirical, and interesting image, but it is in many ways a rediscovery of what humanists already knew.


ECONOMICS AS IF THE LAST THIRTY YEARS HAD HAPPENED


When he was eleven years old, in 1951, Sam Bowles moved with his family to India for two years while his father, Chester Bowles, served as the US ambassador to India under President Truman. Bowles’s mother refused on principle to send her children to an exclusive school with other expatriates. Instead, he attended a poorly funded public school with classes held in army surplus tents. He and his two sisters were the only non-Indian students.


The poverty Bowles saw in India shocked him. Extreme malnutrition and death were common parts of life, often visible on the streets. At school, he and his Indian friends competed and compared themselves. He soon found that his abilities in academics and athletics were fairly average. One day he asked his mother a simple question. If I’m no better than other kids here, why are most people in India so poor?


At a young age he had absorbed both a dubious meritocratic premise—the best deserve the most, regardless of how much others suffer—and its failure to explain the world. After all, he was evidently not the best, yet he enjoyed vast wealth and comfort compared to his peers. He recalls his mother answering with some generalities about colonialism, but he was not satisfied with the explanation.


By his late twenties, after earning a BA from Yale and a PhD in economics from Harvard, Bowles had received one of the most elite economics educations in the world. Whether it was a good education was less clear. Its deficiencies first struck him when he received a letter from Martin Luther King Jr. in 1968. King had met Bowles at a previous event that Bowles had organized protesting the Vietnam War. In early 1968, King was doing research for the Poor People’s Campaign, which he had announced in 1967 with the goal of seeking a “middle ground between riots on the one hand and timid supplications for justice on the other.” King planned to march on Washington, DC, with a group of poor people to meet with government officials. Their demands would include jobs, unemployment insurance, a fair minimum wage, and education for poor adults and children.39 King never lived to see the campaign. He was assassinated in Memphis, Tennessee, in April of 1968.


When Bowles first received the letter, he was thrilled. This was why he had wanted to study economics: to understand and improve the world and help others do the same. Then he opened the letter. The questions were excellent. King asked about the economics of cities, why jobs were leaving the city centers, and the role of education in promoting greater equality. As he read the letter, Bowles told me he realized that he “didn’t have a clue how to answer them. And you can imagine how angry and embarrassed I was. What the hell is wrong? I mean, the questions were economic questions.” But they were not questions his education had prepared him to answer.


He spent the next ten or so days in a flurry of frantic research, collaborating with colleagues from a range of departments at Harvard. He later said that he learned more in those days than in his entire previous training as an economist. He resolved to either change the field of economics or leave it. Just as his question to his mother was unanswerable given his worldview at the time, King’s questions to him demanded an expansion of how he understood economics.


Though Bowles would publish papers on everything from Neolithic inequality to the class divisions in America’s education system over the following decades, his efforts to directly change the way students around the world learn economics began only in the years after the 2008 crash, when he had a conversation with Wendy Carlin, a professor of economics at University College London. Now in her midsixties, Carlin has known Bowles since the 1980s. The two began talking seriously about collaborating in 2011 at an event at the University of Massachusetts, Amherst. They realized that they shared a common perspective on the limits of the so-called Homo economicus view of people as rational and self-interested. They also held similar views on the importance of institutions, the frequent imperfections of markets, and the value of game theory for modeling strategic interactions in the economy. In 2013, they sat down at Carlin’s kitchen table and began drafting plans for a new textbook.


Carlin felt a strong sense of accusation against the profession in the years just after the 2008 crash. “I felt very much the pressure from my students who were saying, ‘why aren’t we learning anything in this course that’s helping us to understand what’s happening around us?’” Her students would return home for holidays and face questions from family members about the crisis that nothing in their training had equipped them to answer. Though long skeptical of some major premises in standard economic orthodoxy— such as the idea that all unemployment is voluntary—Carlin began reflecting more systematically on what and how students should be taught.


Carlin and Bowles wanted to make their new textbook free, informed by a range of multidisciplinary evidence, and capable of illuminating a world gripped by climate change, financial crises, and vast inequality. In Bowles’s words, which became an informal motto for the project, they wanted “to teach economics as if the last thirty years had happened.”


The new curriculum would emphasize not only real-world issues like the climate crisis and wealth inequality, but also academic research challenging entrenched but flawed assumptions about human psychology and market efficiency. They dubbed the project CORE: Curriculum Open-Access Resources in Economics. The acronym was an index of their ambition to reconfigure the very heart of the curriculum. How this new academic curriculum played out in the real world could be seen more than seven thousand miles from London: a battle against the plutocratic interests enabled by the nostrums of economics was already underway.


Struggle in Santiago


In 2011, a University of Chile undergraduate named Camila Cea joined the popular student protests unfolding in Santiago. She was one of tens of thousands of Chileans participating in the largest protests since the end of the American-backed Pinochet dictatorship in 1990.40 Cea was finishing her degree in economics, or commercial engineering, as it’s known there. Like many students and citizens, she was critical of how the country’s education system segregated students by class so that, as she told me, “the quality of your education depended on how much your parents could pay.” The protesters supported free, high-quality public education.


Cea cared not just how much the government spent on education, but also what was taught. Many of her economics professors promoted a narrow promarket ideology, offering a “very theoretical way of thinking about markets . . . but not really having a connection with reality.” The takeaway from such classes was often that “markets are better ways of allocating resources and are more efficient than the state,” she said. If the country’s elite universities extolled the wonders of privatization in economics courses, it was no wonder that their graduates favored the privatization of education and a minimal role for government once they joined the political establishment.


When the 2011 protests began, Oscar Landerretche, an economics PhD from MIT, was a young professor at the University of Chile. His family had fled the country when Landerretche was two years old; his father led the defense of the house of President Allende on the day of the Pinochet coup. They escaped to Colombia, and his father eventually earned a PhD in economics at Oxford. Landerretche grew up bilingual, fascinated by economics, and very conscious of the high political stakes of the field.


He was already frustrated by the way the university was teaching economics before the protests in 2011. “The problem we had around the world, but particularly in my university, is that we were teaching wrong economics,” he told me. After students took shelter from police repression in one of the campus buildings, seizing and sleeping in it, the faculty members appointed Landerretche to act as a negotiator with the students. “My colleagues panicked at the strike. So that created basically the political conditions for me to become the head of the undergraduate school, which I would have never been offered otherwise,” he said. Just as it took the 2008 crash to inspire Bowles and Carlin to start a new textbook, it took a massive political protest in Chile to give Landerretche a chance to reshape how economics was taught.


Landerretche began to meet with Cea, who represented the student federation. The students wanted their education in economics to illuminate the intricacies of social issues like education, development, inequality, and climate change. These desires are not unique. Bowles, Carlin, and their CORE colleagues around the world have studied undergraduate responses to the question: What is the most pressing problem that economists should address? From Bogotá to Berlin, Sydney to London, students prioritize inequality and climate change, as well as financial instability and automation.41


But this vision clashed with what more traditional faculty members in the department considered the purpose of economics education. In one conversation, a professor explained to Cea that the curriculum was meant to teach students how to “adjust the knobs” on the machine of the national economy. Understanding the structure of the machine itself, how and why it was designed, and whether it might be usefully reconfigured, was extracurricular.


Landerretche was sympathetic to the students’ perspective, but he did not want the curriculum to simply replace a slanted promarket view with its equally ideological opposite. He wanted to teach economics in a way that captures the rich complexity of a world in which both governments and markets are fallible but useful. Within economics, this meant teaching game theory, behavioral economics, contract theory, and other aspects of contemporary economics that are often excluded from introductory courses around the world. But even this enriched curriculum would not enable students to understand the actual economy. To do that, the economics curriculum had to return to its origins in the field of political economy. Students needed a stronger understanding of political and social history, philosophy, and the dynamics of power within institutions and societies. These were precisely the goals of the new Bowles and Carlin textbook.


Landerretche persuaded the other faculty members to triple the number of humanities courses that the commercial engineering majors would take, increasing their exposure to history, psychology, philosophy, and art. Landerretche is quick to reject the notion that this curriculum produces stereotypical lazy student radicals strumming guitars, smoking pot, and longing vaguely for a better world they can’t actually describe. “It’s not about having more parties and listening to more music. No. You have to study a lot. You have to know math, and you have to know history, psychology, sociology, politics, and philosophy. The bad news is, if you want to reform economics, it’s hard work.”


Recognizing that economics is not a science does not mean sinking into a swamp of total relativism. A younger generation of economists is shifting away from the Friedman-inspired view of economics as positive science without abandoning the idea that there are better and worse answers to economic questions. “I don’t think that economics is neutral of our political views,” Cea told me. But she also rejected what some propose as the only alternative to the positivist view of economics as science. “What I fear about this other perspective where it’s all about the politics and the ideology is that in a way anything can be true. And so I am in search of a complex middle point,” she said.


ECONOMICS AS IF WE WANT THE NEXT THIRTY YEARS TO HAPPEN


Compared to other textbooks, CORE’s The Economy often reverses foreground and background. One of the world’s most popular economics textbooks is Harvard economist Gregory Mankiw’s Principles of Economics. The book claims that “markets are usually a good way to organize economic activity.” Another popular textbook, Economics and Macroeconomics by Paul Krugman and Robin Wells, tells students that “markets move toward equilibrium.” Bowles and Carlin, by contrast, present market failure as pervasive: a “characteristic of most transactions,” not a deviation from a generally efficient and desirable status quo. Most economics textbooks, they argue in a recent paper on economics pedagogy, lead students to “reasonably conclude that the economy is about interactions in competitive markets (a positive statement) that function pretty well (a normative one) and in which governments ought not to ‘meddle.’”42 CORE provides evidence that challenges all three positions.*


A statistical analysis comparing the relative frequency of topics in CORE’s The Economy with other textbooks suggests meaningful differences in emphasis. Some of the words that appear more often in CORE’s The Economy are Gini (an index of inequality), bargaining, environment, global, and democracy. CORE also offers greater coverage of economic history and thought, game theory, behavioral economics, and comparative international development. It’s not that the other textbooks entirely omit these topics, but CORE foregrounds them.43


Many of these changes are not particularly radical. Most readers will not be shocked to learn that the economy depends on a functional ecosystem: “The economy is part of society, which is part of the biosphere,” Bowles and Carlin write. The pandemic has also underscored how much economic activity consists of “goods and services that are produced within the household, such as meals or childcare (predominantly provided by women).”44 If taken seriously, however, such insights would require major changes to fundamental statistics in mainstream economics. Using GDP to measure economic growth without including the costs of widespread environmental degradation or the value of domestic labor is incoherent. CORE still relies on GDP, but it acknowledges some of the limits and criticisms that beset long-dominant concepts in economics.


CORE also presents a view of psychology in which people are motivated by more than the rational calculation of self-interest. The curriculum introduces students to some of the rich research on incentives that shows how their overuse can erode intrinsic moral motivation. Incentives can make people work less hard, behave less generously, and show less respect for common goods and resources, even when they’re intended to achieve precisely the opposite results. Bowles, who has written brilliantly about these dynamics, once tried paying his children for household chores that they were previously happy to do without compensation. They became far less helpful with housework.


Similar effects occur with adults. Following the introduction of incentives to motivate Boston firefighters not to take too many sick days, the number of sick days taken increased. Bowles argues that they were previously motivated by pride and duty to come to work; once they thought of the transaction in purely market terms, these motives were blunted.45 A sense of pride in work and public-spirited duty are cultural and moral achievements not reproducible through managerial tweaks. As the CORE textbook explains, “For many people, doing a good job is its own reward, and doing anything else would contradict their work ethic.”46


When I spoke with Harvard’s Mankiw, he dismissed the idea that a textbook such as CORE could be created through voluntary contributions by subject experts. “The money’s got to come from somewhere because people don’t work for free,” he told me. In fact, none of the contributors were paid, and all donated their rights over the material to CORE, which is a registered charity. CORE covers its operating expenses with funding from foundations and think tanks, such as the Omidyar Network and the Institute for New Economic Thinking. Students, professors, and anyone else who’s interested can download the entire CORE textbook for free. Other introductory textbooks are generally expensive. Mankiw’s sells for around $130. A teacher from Arkansas State University calculated that using CORE had saved his students a combined $100,000 annually.


Mankiw is quite aware of his influence. “You know, in the United States, I sell roughly three hundred thousand books a year. So that’s three hundred thousand future voters every year that are going to get some idea of how to view the world through this lens,” he told me. He envisioned political neutrality in textbooks as desirable but best achieved through a market mechanism. Since textbook authors want to reach as many students as possible, those who fail to suppress their politics sufficiently will not be rewarded by the market: “If our politics is overtly there on every page of the textbook, professors will recognize it quite quickly and switch to a different textbook,” he said.


Absent from Mankiw’s view are the real-world factors of human psychology—professors may not notice any instances of political bias, and they may be influenced by the book other professors choose—and institutional reality. If all of your lectures, quizzes, and exams are already based around one textbook, switching is time consuming. If your department chair loves Mankiw’s book, switching might also be awkward. Glenn Hubbard, a conservative economist at Columbia Business School who is also the author of a textbook, had a similarly market-based view. “The product that delivers the best value to students and the instructors who work with them wins the race. I mean, it’s just that simple, and that is economics, so I have to believe that,” he told me. In short, any best-selling textbook is necessarily a good book. Notice the circular logic: a textbook is good because it’s popular, and popular because it’s good. CORE’s authors present a very different vision of economics—one that can accommodate the existence of mo -nopoly, power, political influence, and social psychology.


Shifts in the economics curriculum also affect who takes economics classes. Max Kasy, an economics professor at Oxford who uses CORE, recalled an example from his time teaching at Harvard. “Once, I had this really stark experience teaching advanced econometrics, which was, like, almost 100 percent white and Asian men taking it, and then teaching a class on economic inequality that was at a similar technical level, and it being almost 100 percent minority students and women,” he told me. Bowles and Carlin have estimated that three hundred thousand female college students are missing from economics courses. Anders Fremstad, an economics professor at Colorado State University who teaches macroeconomics from the CORE textbook, told me, “Teaching a version of economics where there is no such thing as economic power, where we’re in the best of all possible worlds. . . . I could see how it would not necessarily be a very interesting field for people from more marginalized groups.”


Beyond selecting for certain types of students, conventional economics education may also help to create certain attitudes and values in students. Research suggests that economics students at the undergraduate level behave less cooperatively and more selfishly than students in other majors. This effect seems to be both a product of selection (people with these tendencies are more likely to study economics) and training (economics itself, with its current dominant focus on self-interest and utility maximization, normalizes such behaviors).47 The more economics courses students take in college, the more likely they are to become members of the Republican Party.48 Jon Gruber, an economics professor at MIT, told me, “There’s still a right-wing bias in economics today.”


In the spring of 2021, with the COVID-19 pandemic raging around the world, Wendy Carlin was teaching macroeconomics online using the CORE curriculum to hundreds of undergraduates from more than a dozen countries at University College London. During the unit on inequality, Bowles gave a guest lecture presenting an expertly curated collection of data and imagery documenting the astounding increases in inequality around the world since 1980. The chat exploded with students’ thoughts and questions. Why did worker wage growth in lower quintiles lag so far behind productivity after 1970? Would a perfectly equal society actually be desirable? What could reduce levels of extreme inequality?


To this last question, one of the graduate assistants answered, “It’s not rocket science and many countries have done it: provide good education and health services, and unemployment insurance, and provide the poor with access to a basic income (or basic goods). The reason why people are still desperately poor is NOT that we do not know how to avoid this. It is that they (and those who care about them) are not as powerful politically as those who would have to make some sacrifices to get this done.” There was no invocation of economic laws that provided preordained answers to political questions. Yet some students still wanted economics to settle these questions. One asked, “Is there an ideal Gini coefficient societies should strive for according to the data?” A graduate student assistant replied, “The ideal Gini coefficient depends on your values. . . . Many very equal countries have raised average incomes more rapidly than less equal countries.”
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