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Praise for How to Teach Philosophy to Your Dog



‘Anthony McGowan’s wonderful survey of philosophy… Hugely entertaining and accessible, there can’t have been more delightful exponents of Socratic dialogue than McGowan and Monty, his scruffy and evidently delightful Maltese terrier.’


Tom Holland, Best Books of the Year, New Statesman


‘For essential reading on both the meaning of dogs and the meaning of life, I can recommend Anthony McGowan’s wonderful book How to Teach Philosophy to Your Dog, a series of conversations he had with his dog, Monty, while out walking together. The final chapter is a touching meditation on death and the existence – or not – of God, that takes in everything from Aristotle to Schopenhauer and leaves you suspecting dogs might already have had many of the answers all along. There are more things in heaven and earth, Horatio / Than are dreamed of in your philosophy.’


Guardian


‘Filled with sparkling insights, a joy from start to finish. In turns witty, brilliant and irreverent, McGowan explains nothing less than the meaning of life – to his dog. If only we were all as lucky as Monty to go for long walks with the author…’


Peter Frankopan, author of The Silk Roads


‘Genuinely profound as well as very funny.’


Alex Preston


‘An accessible, amusing guide to key philosophical questions… Perfect for novice philosophers.’


Idler


‘Readable, funny but enlightening.’


Church of England Newspaper


‘There is no sharper, funnier, cleverer writer in Britain today.’


Robert Twigger, author of Micromastery


‘Anthony McGowan’s How to Teach Philosophy to Your Dog is a delightful, quirky book that deserves a wide readership and may well get it… A witty, enjoyable book that gently introduces some serious philosophy, with plenty of smiles along the way.’


Nigel Warburton, Five Books


‘A charming, informative, unique introduction to Western philosophy.’


Kirkus


‘McGowan playfully explores philosophy in this amusing collection of imaginary dialogues conducted with his Maltese terrier, Monty. Readers who have never roamed the paths of philosophy before, or who could use a return trip, will appreciate this enjoyable tour from a friendly guide and his loyal companion.’


Publishers Weekly
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To Gabriel, Rosie and, of course, Monty
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Preamble


Reader, meet Monty, who is to play a role in this book: not perhaps the star, but definitely up for best supporting actor. Monty is a Maltese. I sometimes erroneously describe him as a Maltese terrier, which is straightforwardly incorrect. Although in some ways terrier-like in his tenacity and occasionally unfocused aggression, the Maltese is from a quite different family of dogs, and belongs on the lap, not down tunnels hunting for rats. It’s always struck me as odd that Maltese are always referred to as ‘Maltese dogs’. This seems rather unnecessary: no one is going to mistake Monty for a Maltese rabbit, or Maltese guinea pig, although I suppose you might mistake him for a Maltese muff. He’s fluffy and white and when washed and blow-dried resembles a dandelion clock. At other times he can appear a bit scraggy and bedraggled, like a heavy sneeze come to life. And the tendency of Maltese to develop dark tear stains below their eyes, for all the world like run mascara, makes him look like an albino goth in the midst of an emotional crisis. Although Maltese are not renowned for their intellect, Monty has a quizzical, enquiring sort of look, and often cocks his little head to one side, which makes him at least appear to be a good listener.


So much for Monty’s appearance, but here we’re more interested in his character. I expect that you, if you’re a dog owner, chat to your dog. Perhaps it’s mainly a matter of endearments and encouragement, interspersed with demands that they come or sit or stop chasing that postman. I also suspect that for some of you at least, your dog talks back. Perhaps he does it by the traditional canine mediums of barking, yowling, growling and tail-wagging. Perhaps it takes a more eloquent form, the words appearing in your mind, in a way that you can then articulate. ‘What’s that? You want a biscuit? And you want it now?’


Monty is an unusual dog in quite how well he manages to convey his thoughts. This was a skill he developed in a series of walks recorded in How to Teach Philosophy to Your Dog, which gave Monty a thorough grounding in the dialectical method, in other words, how to learn through conversation.


Now, one understands that there might be, in the mind of the reader, a small degree of scepticism (a subject, incidentally, dealt with at length in the aforementioned book) about the extent to which a mere pooch could engage in relatively sophisticated intellectual debate. In that case I will offer you an alternative. In The Third Policeman, the great Irish novelist and humorist Flann O’Brien describes the process by which a man and a bicycle can, by means of the simple scientific truth of Brownian motion – the jiggling about of molecules in any substance – combined with the close contact of the fundament and the saddle, become so intertwined and enmeshed that no clear distinction between the one and the other can be drawn. This leads to the many instances of human-like behaviour in bicycles – that tendency, for example, for bikes to nestle next to radiators in hallways during inclement weather. Something similar undoubtedly occurs with a dog and its owner. Those hours of stroking and lap-sitting (which is where Monty is right now, by the way, having his post-supper nap) have inevitably taken us to the point at which Monty is, to some unspecified degree, me, and me, Monty. So, in the walks that follow, you are at liberty to imagine either a McGowan-infused Monty, or a Monty-infused McGowan, as the junior partner in these discussions.


Following our philosophical perambulations, it was quite clear that Monty wanted more. Philosophy is many things: a way to polish the blunted tool of your rationality; an engaging series of stories about what may make up the nature of reality; a guide to living a more ethical life. However, it could be argued that philosophy leaves much of the reality of existence out of the picture, everything on the small scale about our daily struggle to earn a living, to, on the larger, the way in which societies should be organised to bring the maximum benefit to the greatest number of people. This is quite a big hole in the understanding of any person (canine or human). It is the job of economics to fill this gap, hence the title of Robert Heilbroner’s classic book on the history of economics, The Worldly Philosophers.1 It is economics that gives we philosophers a sharp kick in the pants, redirecting our attention from the clouds to ground level.


In our lives, we are enmeshed in complex economic forces, generated by the way things are made, traded, sold. These forces determine the kind of lives we are able to lead. Of course there is an underlying humanity connecting us all, but the infinitely complex texture of modern life, how we spend our working days, where we live, what we wear, what we eat, how finally we spend our retirement, is determined by these vast inhuman forces. Economics is the greatest tool we have (and, as a philosopher, this stings, it truly does) for understanding these forces.


What follows is a series of walks in which Dr Rebecca Campbell, who flitted in and out of How to Teach Philosophy to Your Dog, tries to explain economics to Monty and, through him, to me. And you. Although intended as a friendly and welcoming primer to the subject, How to Teach Economics to Your Dog actually follows quite closely the structure of a typical introductory course that an undergraduate might take in the first year of an Economics degree. And like such a course, it falls roughly into two halves, dealing first with microeconomics and then macroeconomics. Don’t worry, these terms will be explained shortly, but for now, the micro just means the little stuff – the causes and consequences of the economic decisions individuals make – and the macro the big stuff, such as the policies of governments and national banks, concerning things like interest rates and government spending.


Economics and politics are, obviously, closely entwined. Decisions about economics have political consequences, and decisions about politics economic ones. So I should point out that, as with every successful marriage, ours is one based on violent disagreement. Dr Campbell is a big fan of markets and the capitalist system, which she believes, not without some empirical justification, to have transformed the lives of literally billions of people for the better. I am some sort of irresponsible anarcho-syndicalist, with Marxist tendencies. Last Christmas I asked for a Che Guevara beret and a ‘This machine kills fascists’ sticker to put on my guitar. (I got a SodaStream and a pack of M&S underpants, since you ask.) Monty, being infused with those McGowan molecules, will, to some extent, challenge some of Dr Campbell’s pro-market assumptions, but the fact remains that economics is, at its heart, the study of how markets work, and that will be the central focus of this book.


Perhaps another few words about the domestic economy of the McGowan/Campbell family. Economists like to employ down-to-earth examples to help explain difficult concepts. One of the most famous of these (in the sense that even non-economists like me have heard of it), used by Adam Smith at the start of his masterpiece, The Wealth of Nations (1776), involves pins. Making a pin, you might think, if you’ve thought about it at all, is a relatively straightforward process. But you would be wrong. ‘One man draws out the wire, another straights it, a third cuts it, a fourth points it…’ The list goes on, until we have eighteen distinct operations, each performed by some poor drudge who does that, and only that.


This specialisation, although it may well take away much of the natural delight of pin-making, means that productivity is massively increased. Ten men working together, Smith reckons, could produce over 48,000 pins in a day. One person working alone might make only twenty. What fool would stand in the way of such progress?


Margaret Thatcher (about whom, as you can probably imagine, Dr Campbell and I have rather differing views…) was fond of comparing managing a national economy to managing a household budget, balancing up income and expenditure, saving here to spend there. Quick spoiler alert: this is nonsense. Running a national economy is nothing like running a household. However, in both, there’s a role for specialisation.


And so in our household, we all have our particular roles. Our daughter, Rosie, supplies the joy, the exuberance and enthusiasm. Our son, Gabe, is there to add a certain dry, laconic coolness to proceedings. Rebecca (aka Dr Campbell) handles organisation, getting things done, paying bills, ensuring that the household doesn’t descend into chaos. Monty bathes everything in love, in the way that only a dog can. Traditionally, my jobs have been to wander around turning off lights left on by the others, and to restack the dishwasher, on rigorously scientific principles/cranky theories of my own devising. Oh, and to take Monty on the long walks that nobody else fancied, and which formed the basis of How to Teach Philosophy to Your Dog. But now Rebecca is taking over those duties, and I shall step back, although you should feel free to imagine me in some mysterious sense lurking in Monty’s head. And, as Marx (the Groucho version) may or may not have said, outside of a dog, a book is a man’s best friend, and inside of a dog it’s too dark to read.





Walk 1



The Toaster




What we talk about on this walk: What one man’s attempt to build a toaster can tell us about markets and, more broadly, economics.





It was one of those frantic family breakfasts, with everyone in a fractious mood. The Philosopher has a way of carrying chaos around with him the way a snail schlepps its shell. He seems to think that this is a creative chaos, as if you could make a cake by pulling the pin on a hand grenade and tossing it into the kitchen. Rosie and Gabe were fighting over who had to sit on the broken kitchen stool, a battle won by Rosie, as all battles of the will are won by Rosie. Gabe grumpily stumped off to the toaster, ramming some too-thick slices into the slot. In a few seconds the toaster started to smoke, then there was a bang and the lights went out.


‘Don’t panic!’ yelled the Philosopher in a panicky way. He has few DIY-type gifts, but one is an ability to switch a blown fuse back on (or whatever the right terminology is – it involved rummaging in the coat cupboard, swearing and muttering). But today the problem wasn’t solved by throwing a switch.


‘It’s the toaster. The dilithium crystals have become contaminated with carbonised fragments of ionised disaccharides,’ he said, or something like it. I wasn’t really listening. He then uttered the words our family has come to dread. ‘I’ll get my toolbox.’ Gabe groaned, Rosie wailed, I put my face in my hands. Monty ran to the bedroom and hid under a pillow.


Half an hour later, the toaster was in bits and the kitchen looked like a junkyard in a Mad Max movie.


‘Come on, Monty,’ I said. ‘Let’s get out of here.’


It wasn’t destined to be one of our longer park walks, but just a pleasant stroll through the quiet side streets of West Hampstead in the autumn sunshine. The Philosopher has devised a game he calls ‘Hedgerow Russian Roulette’, to be played at this time of year. The game involves randomly plucking and eating fruits and berries he sees growing in urban hedges and accessible gardens, even if he does not know what the fruit or berry is. His rationale is that no one berry or bite is likely to kill you, and you pretty soon know if something tastes poisonous and can spit it out. His worst experience was with what turned out to be the pulpy outside of a walnut, which he’d convinced himself was an unripe peach. He went into spasms, and regurgitated it, saying it was like licking piss off a nettle, though he didn’t die. I, of course, don’t play, and I suspect there’s something instructive here about the obvious superiority of economics over philosophy, as a discipline.


‘OK, Monty,’ I began. ‘Let’s talk toasters.’


Monty raised his eyebrows. He definitely has eyebrows, and, for that matter, a sort of moustache, and both moustache and eyebrows are surprisingly eloquent.


I’m assuming this is some sort of illustration, a wotsit, parable, rather than your analysis of who’s to blame for blowing our toaster up?


‘You got me. Let’s think of this as a gentle introduction to economics.’


Sneaky.


‘First a quick definition, before we get toasting. Economics can be defined broadly as the science of how people make choices, and how those choices affect society. This involves thinking about trade-offs and how people respond to incentives. Much of economics is concerned with how markets work. And when they don’t…’


I assume you’re not just talking about Camden Market, where Rosie goes to buy her Doc Marten boots and the Philosopher goes to get his rare vinyl from that record stall?


‘I don’t only mean that. A market is any place, online or in the real world, where people interact to buy and sell: to exchange goods or services for money. But Camden Market is actually a good example. Importantly, market exchange is only possible because of the wider framework, the institutions and infrastructure, that enables trade. This wider framework oils the wheels of commerce in Camden, but also facilitates that grander vision of the market, and we’ll devote much of our time to it, on our later walks.’


A little advance hint about what sort of things you mean…?


‘Money, and a legal system that helps regulate commercial transactions, and which takes a dim view of purloining things without paying for them.’


I thought you’d finished with the cheesecake!


‘Yes, well, let’s pass over that. I gave what was left to the Philosopher… As I say, we’ll talk about markets at much greater length later on, but for now, let’s think about economics as the study of markets, how they succeed, and how they fail.’


Seems a little narrow.


‘That’s because your own view of what a market is, and how important markets are, is too limited. But this is precisely why I want to talk about that toaster.’


Good save. OK, hit me.


‘A few years ago a British designer called Thomas Thwaites decided to try to build a toaster from scratch.1 It’s not, he reasoned, as if he were trying to build a lifelike android or a supercomputer. Just a toaster. How hard can it be?’


Let me guess, this didn’t go well?


‘Thwaites’s attempt to build his toaster was a comical disaster. He started by buying the cheapest toaster he could find (£3.99 from Argos) and then tried to reverse-engineer it. Once it was disassembled, Thwaites found that this basic appliance contained four hundred separate parts, made out of more than a hundred different materials. Unable to source all these raw materials, he did the best he could with just five: steel, mica, plastic, copper and nickel. Bearing in mind that this was a gifted designer, with more technical skill and ability than most of us, you’d think he might be able to at least get close.’


Er, no. I predict a fiasco.


‘Fiasco it was. Thwaites’s toaster looked like some kind of mutant sea creature. He turned it on, once, and it did start toasting for about five seconds until the element melted. It cost £1,187.54 to make. The moral: working alone, no one individual, however much of a genius, could produce a toaster or, by implication, any other of the many domestic appliances we take for granted. Yet the market, that complex, subtle machine for getting things done, could produce one for what amounts to loose change. And it’s not just toasters. The whole of modern life is a kaleidoscope of these miracles. We know that we can walk into any of the cafés here in West Hampstead and order a cup of coffee. No one knew in advance that you were going to want that cup of coffee; it was just there for you. The beans were grown in Colombia; the milk comes from cows in Devon; the water reaches us purified, through hundreds of kilometres of underground tunnels; the sugar comes from beets grown in East Anglia; the chocolate for the cappuccino is made from beans shipped in from West Africa.’


Wait just a moment. Now, you know what the Philosopher would say if he were here. He’d point out that these very pleasant things, toasters and coffee and chocolate and all that, all come with a hidden cost. Maybe they’re so cheap for us because people aren’t being paid much to pick those beans. Some people get stupidly rich on the sweat and poverty of others. And what about the huge environmental cost?


‘And, as usual, he’d have a point. We’re not going to be ignoring the downsides of the market system and international trade. Markets enable cooperation on a vast scale, and that has led to huge advances in human well-being. This system is clearly not perfect, but the way to deal with that is first of all to understand this wonderfully complex machine. Only then can we hope to fix it. Taking that toaster apart might not have meant that Thwaites could make a toaster, but he might well have been able to fix ours, without blowing the fuses.


Some have argued that markets are so important to our prosperity that government should be as small as possible and get out of the way.2 My preferred interpretation is that we are all part of a collective system (the market system), and so we should try to ameliorate some of the inequalities that inevitably result from such a system.


I suppose the market system is a bit like having a dog…’


Oh, here we go.


‘There are undoubted benefits. Everyone finds that their life is better, happier, fuller, richer. But there are also downsides…’


Very minor!


‘Walks when it’s raining, dog poo to pick up, the occasional accident indoors, every now and then an unfussy flea or two.’


Nobody’s perfect.


‘So the key thing is to make sure that the good things are spread as widely as possible, and the bad things don’t all fall on the shoulders of a few unlucky drudges, i.e. me.’


Feels a bit shoehorned, but fair enough. You’re teaching economics to a dog, so this kind of thing is going to happen.


‘My point is just that neither the deification of the market nor its demonisation is our goal, but its understanding. And sometimes you have to go back to go forwards, so we’ll begin with a couple of walks delving into the history of economics, looking at some of those towering figures, the founding fathers. And sadly “fathers” is the right term – they’re all male, I’m afraid, no notable women economists until the twentieth century. Although familiar, these figures are often much misunderstood, their teachings simplified or distorted to fit in with later ideological positions they could not have held. After our history lesson, we’ll discuss microeconomics, which is that branch of the subject that looks at how individuals – and for our purposes that can be actual individual humans, or households or firms – make decisions and interact in the market. Then we’ll talk about macroeconomics, which takes a broader look at economic policy, examining issues like unemployment, growth and international trade, and the ways in which governments can help, or hinder, the economy.


But now, how about we pop into this café and sample the products of those international networks of trade?’





Walk 2



Part I: A Short History of Nearly Everything




What we talk about on this walk: On the first part of this walk we work our way towards a definition of economics, and discuss the historical development of the market economy. In the second part we look at some of the ‘big dogs’ whose ideas shaped the subject.





Our first walk was to be the familiar path through the woods around Golders Hill Park, a pretty, semi-detached offshoot of Hampstead Heath. It’s our standard walk, taking in some rather grand streets until we reach the trees and the paths that wind between. If the Philosopher (i.e. my husband, Anthony McGowan) was with us he’d be showing off, identifying birdsong (‘that’s a male chiff-chaff… two years old, just returned from winter in… yes, going by the accent, Chad’) or unusual fungi (‘this one’s the death’s stink cap, tastes of burnt almonds, causes immediate suffocation and death, unless taken as a suppository, in which case there’s little more than a mild tingling’) or animal droppings (‘weasel, easy to tell from stoat by the smaller size and the taste of burnt almonds’). But he’s not, so it’s just Monty and me and economics.


There was a little rain in the air, but not enough to give us an excuse to stay indoors. I wrapped us both up well, putting Monty in the waterproof coat that he seems to regard as a blow to his masculinity (It’s pink! ‘No, it’s cerise.’) and off we went.


‘Well, Monty,’ I said, when we were in the safe seclusion of the woods, ‘you’ve had your fun with philosophy, but how about learning something useful?’


Monty gave me one of his eloquent looks. He’s famous, in our house, for these. It’s amazing how much he can squeeze into a raised canine eyebrow, or a curl of his doggy lip.


Kinda depends on what you mean by ‘useful’.


‘Philosophy really has spoiled you, hasn’t it?’


There’s useful to me, and there’s useful to you.


‘Fair point. This is going to be useful for me. But it’s not a zero-sum game.’


A what now?


‘A zero-sum game means whatever I win, you lose. When a lion meets a zebra, that’s a zero-sum game. But here there’s something in it for both of us.’


You’re saying you’ll make it worth my while?


‘I’ll make it worth your while.’


Cheesecake?


‘In your dreams. Dog biscuit.’


The Philosopher’s a lot more generous.


‘You mean soft? Well now we’re playing my rules.’


Three?


‘What?’


Dog biscuits.


‘Good negotiating tactic. Go in with a high demand, expecting to have to give a little. You can have two.’


Deal. But, er, remind me what we’re doing again…


‘Economics.’


Okaaaaay… And economics is?


‘Well, that is a harder question to answer than you might think, and economists don’t always agree among themselves.’


Somehow I knew you were going to say that!


‘Give me a chance, we’ve barely started yet, and I’ve got to get some steam up. Right, a professor at the LSE, Lionel Robbins (1898–1984), famously defined economics as, “the science which studies human behaviour as a relationship between ends and scarce means which have alternative uses”.’


Sorry?


‘Yes, I don’t love that definition either. It is probably enough to make most normal people – and dogs – run a mile. But let’s unpick what he’s trying to say. We have a limited amount of cash (the scarce means bit) and we have to decide what we want to spend it on (the ends). This necessarily means we have to make choices, deciding to buy one thing rather than another – a yacht, say, rather than a Ferrari.’


Sure.


‘Joking. Let’s say a pair of shoes rather than a handbag.’


Definitely much more you.


‘And it also means that we will respond to incentives. If you make something cheaper, let’s say cheesecake, as you’ve planted the image in my head – we will probably buy more of it.’


I’m not arguing.


‘Embedded in that definition is the idea that economics is a science, by which he means a reliable way of getting at the truth, using evidence and testable hypotheses.’


And is it?


‘I have my doubts on that. It’s very difficult to do controlled experiments in economics, dividing populations up and subjecting one half to one economic policy, and the other half to a different one. But history has provided us with some actual experiments, such as the post-Second World War divisions of Germany and Korea, and we can also do thought experiments to tease out the logic of certain arguments. Rather than obsessing over the degree to which economics is a science, it’s best to regard it as a method, a way of analysing how people make rational choices about scarce resources. And of course economics often involves a lot of maths, which can give the impression that it’s truly scientific.’


Groan. Look here, I can count, sorta – I know when you have short-changed me on the treats front – but if this walk is going to be all about algebra and calculus, then we can just go back home now.


‘Don’t worry, Monty, we’ll stick to the ideas. No equations…’


Phew!


‘I think the easiest way to begin to understand economics is to look at the origins and history of the subject. And understanding the history of economics means getting to grips with economic history.’


By which you mean…?


‘Well, not the history of kings and queens and battles and great men doing great things, but the changing ways in which societies have organised how food and goods and services are produced and distributed and paid for. But why not have a bit of a run-around first, to use up some of that surplus energy?’


We’d reached a favourite spot, a stand of tall, austere beech trees, with a permanent crunchy layer of old beechmast on the ground. Monty scampered and sniffed, while I plodded and pondered, trying to get the story straight in my head. After a while, I saw that Monty had stopped by a bench on a patch of slightly higher ground, with a pleasant view over the treetops. I sat down and let Monty clamber up next to me.


‘Ready?’


As I’ll ever be. But you promise no equations?


‘Promise. OK, at its most basic, economic thought has traditionally been concerned with the problem of how we manage to produce everything we need, and get it to the people who need it or want it. For most of history this was both a more important, but also a less complicated, question. More important because the struggle for existence was far more brutal. But far less complex as people were more self-sufficient. For the first couple of hundred thousand years of human history, families and small groups of humans produced pretty much all they needed for their own consumption through hunting and gathering. But as settlements developed, and societies began to diversify and stratify, with different roles for different groups within those societies, the need grew for more intricate systems of cooperation.


If you look back over history you see that there have been three basic ways that societies have attacked this problem: tradition, command and markets.


Probably the oldest way that societies solved the economic problem – who does what (and who got what) – was through tradition. You do what you do, because that’s what you’ve always done. Sons followed in their fathers’ footsteps, and this continuity ensured that important skills were passed down. For example, the Indian caste system dictated your occupation from the moment of your birth. Traditional systems worked because they were stable and helped to maintain social order. But they were very static (not to say unfair). If your dad shovelled manure, you shovel manure.


The second way of solving the economic problem is command. You tell people what to do.’


Sounds like what happens in our house – you tell everyone what to do.


‘Yeah, well, the Philosopher likes to feel the smack of firm government. Think pyramids. Pyramids in Ancient Egypt did not get built because some enterprising entrepreneur saw a market in it. They were built because the Pharaoh said: “Build!”


And the Soviet system for much of the twentieth century was a command economy. Although there were limited markets, most decisions about who did what, and how much you were paid, and what you were able to buy in the shops, were made by a central planner.’


I’m guessing from your tone that this wasn’t an entirely good thing?


‘In periods of crisis, wars or famines, say, command may be the only way to get things done. And, as we will discuss later, there are times when markets work badly, where we might prefer a central planner to make rational decisions on our behalf. As recent events have shown, there is nothing like the threat of a global pandemic to make governments step in and take control. But there are at least two problems with the command system. The first is ethical: in a command economy you can’t decide yourself what to make or sell or buy, and that means a huge part of your life is fundamentally unfree.


A second objection is that command economies are simply a hugely inefficient way of managing incredibly complex situations. This is an argument made by the Austrian economist and philosopher Friedrich Hayek (1899–1992). But we will return later to that, and to him.’


I can hardly wait.


‘Lowest form of humour, sarcasm, you know.’


Give me a break, I’m a dog. You should be glad I don’t eat my own vomit and hump the cushions.


‘I’ll give you that. Where were we? Yes, the third way of organising things, and the one that most of us live under now, is a market-based system. Here, decisions about resources – what we do and what we get – are not made centrally by some authority, or inherited from the previous generation. It’s the market that decides.’


You know I’m going to need a bit more about what you actually mean by ‘the market decides’. At the moment it’s just words.


‘And you’ll get it. But for now we’re taking in the lie of the land, like this view here.’ I made a broad sweeping gesture, though Monty, being a dog, looked at my hand, and not the view. ‘Just focus on the fact that markets are the key. Most of us take for granted the quite astonishing way that markets coordinate economic activity. Remember the toaster? Remember the coffee? So many things that make our lives bearable are only possible because of markets. And this is why economics focuses on markets – when they flourish and when and how and why they fail.’


OK, but if this market system is so great, why did it take so long for societies to come up with it?


‘Because history isn’t a matter of rational, steady progress towards some ideal state. In ancient societies, most people lived a rural existence that was almost cashless. The route to wealth was religious or military power. If people thought about money and commerce they were often focused on the moral aspects, struggling with the idea of what is the “just price”.’


The just price…?


‘It’s a concept you find in the work of the medieval philosopher Thomas Aquinas, but it goes back to Ancient Greek thought. It’s the idea that things have a natural value, and that’s what the tradesperson should charge. An example Aquinas gives is building materials. There’s a “right” price for stone and mortar, and it’s wrong to charge more for these things after say an earthquake, when everyone wants to rebuild, and the greedy stonemason could put up his prices. Nothing could be further from the market way, in which the price of a good emerges from the myriad interactions of sellers and buyers.


Economic activity and trade was considered somehow dishonourable. Cicero summed up the prevailing attitude: “Sordid too is the calling of those who buy wholesale in order to sell retail, since they would gain no profits without a great deal of lying.”


If we skip forward to economic society in the Middle Ages, in many ways it takes a step back. There was the loss of political stability caused by the fall of Rome. Old trade routes decayed, as Europe split into warring states. The feudal system also limited the development of markets.’


Hold on! The feudal system is…?


‘Very quick and grotesquely oversimplified historical sketch alert. Thinking just about Europe, northern Africa and the Middle East, first we have Rome, reasonable stability, established trade routes, rule of law, cities, all that jazz. That all goes to pot, and we get the Dark Ages. Chaos, war, madness. Gradually things settle down again, and we find ourselves in the Middle Ages. Reasonably stable kingdoms, but we’re not back to the complex international trade of the Roman Empire. And there’s a lot more political fragmentation. Consequently, people fell back onto self-reliance. The Big House – the manor – became the basic unit of economic organisation.


In ancient society, slavery was universal, but by the Middle Ages this had evolved into the concept of serfdom. A serf was also (more or less) the property of his master, but there were reciprocal bonds and obligations. The master gave protection, the serfs gave labour. Serfs were permitted to farm a small plot of land for their own family’s subsistence, and in return they had to provide labour or a proportion of their produce. There were some guilds of workers who were paid for work that was too specialised to be supported by even the grandest manor. But in general goods and services were produced and distributed in response to law and custom, not market price. The ruling ethos was perpetuation, not progress.’


So, what changed?


‘The next period of economic history, roughly from the middle of the fifteenth century to the middle of the eighteenth, is sometimes referred to as “merchant capitalism” or “mercantilism”. Itinerant merchants were bringing ever more exotic products from ever more remote places; commerce was growing, markets were proliferating. You see the rise of merchant towns such as Venice, Florence and Bruges. Merchants were becoming influential and (a little) more respectable. You also see the rise of the nation state. Europe’s fragmented political entities were slowly forming into larger wholes. England, noticeably, enjoyed a single unified internal market, and this was one factor behind its emergence as one of the first great industrial powers. At the same time, you see the breakdown of the manorial system. As towns grew, they increasingly paid for their food with money. Gradually the old feudal obligations became monetised. Payments previously made in kind – days of labour or chickens or eggs – were transformed into hard cash. A growing pool of people who are paid for their labour in turn provides an expanding market in which vendors can sell their products.


Finally, there was also a change in the religious climate.’


What’s religion got to do with it? Isn’t it the opposite of economics?


‘Today we tend to think of them as quite separate fields. But this is very recent. Christian thought before the Reformation rejected worldly concerns – though of course the obscene wealth of the Church rather undermined that. Earthly existence was transient, and it was our next, eternal life that was of value. Consequently, the pursuit of money and possessions was vanity. According to Max Weber, this changed with Protestantism.1 Diligence and hard work became a measure of your spiritual worth. Just as significantly, wealth was not to be wasted on sinful luxuries, but to be saved and invested.’


So that was all that was needed to change?


‘Not entirely – I think there is one more intellectual shift that we need to discuss. The attitude to competition. To the extent that merchants themselves were powerful, they supported state intervention to limit competition. They called for monopolies and restrictions on trade wherever they could. They were also strongly against imports. If they had heard the term laissez-faire they would have resisted it.’


Er, hello – English dog alert. I ain’t no poodle or no French bulldog.


‘Sorry. Laissez-faire literally means to “let do”, i.e. let people do as they please. It has come to be one of the most influential and contested ideas in economics – that governments should refrain from intervening in private exchanges, for example through regulation, subsidies or any but the most minimal taxation. The term was first used in the eighteenth century by the Physiocrats, a group of radical French thinkers. They believed that the only source of wealth was agriculture, but their most lasting contribution to economic thought was this idea of free exchange. Their guiding principles were the protection of private property and freedom of trade. Their rallying cry was laissez-faire – let the market alone. The government should butt out of the economic sphere, and restrict itself to law and order and national defence. This brought them into conflict with the mercantilists.


By the late eighteenth century we are moving into a world that looks much more recognisably capitalist. However, there are still some curious anomalies, even in a country as advanced as France. In the late eighteenth century, only those with a royal charter were permitted to sell cooked food, thereby limiting it to a privileged clique who could charge high prices. But cunning French caterers found a way round this. They started to sell meat broths (and the odd side dish) as “medicinal” or “restorative”. And the French word for “restorative”? Restaurant! So, commerce finds a way, and we see tradition and command being supplanted by the “invisible hand” of the market. And the man who coined that term, our friend Adam Smith, was to provide the first great explanation of the workings of this new world.’


Er, I sense that this is what you might call a natural break. How about I have a quick sniff’n’wee, and then we go home? You can tell me all about this Smith geezer on the way.


So I let Monty go on one of his urinary rampages, democratically spraying both towering ash and diminutive shrub.





Walk 2



Part II: The Big Dogs


 


 


‘You ready?’


All peed out.


‘OK, we’re going to have to discuss some of the Big Dogs in the field.’


Monty growled, menacingly. His only fault… OK, not his only fault, but one of his few… oh, OK, he has lots of faults, and this is just one of them, is that he has a somewhat inflated opinion of himself as a brawler, and what he most likes to do is to have a quick snarl and snap at any hulking great dogs we come across. He never makes any contact, and he hasn’t, in his old age, got enough teeth left to do any damage anyway. But it’s all very embarrassing, and doesn’t reflect at all well on his owners. So at the mention of big dogs, Monty bristled and got ready to yap. After he’d checked all compass points for worthy adversaries, he relaxed.


Metaphor?


‘Yep.’


These are people, aren’t they?


‘Yep.’


Famous economists?


‘Can I go on?’


Proceed.


‘I’m going to give you a quick run-down on the three classical thinkers who between them built the foundations of modern economics: Adam Smith, Thomas Malthus and David Ricardo.


Adam Smith is regarded as the inventor of economics. He wrote two great books: The Theory of Moral Sentiments (1759) and The Wealth of Nations (1776). The first is about ethics, the second, on which his fame depends, is about political economy.’


What does political economy mean?


‘Good question. People toss these terms about without really understanding what they mean. As it developed, economics became increasingly mathematical. And this meant that it became much more abstract, perhaps losing touch with lived reality. In contrast, political economy focuses on how economic issues play out in the real world. It is not just considering how markets work in the abstract but how they interact with government, law and culture.


In The Wealth of Nations Smith explores what it is that makes nations richer. And in Smith’s world, where small children worked fourteen-hour days, pregnant women were treated as beasts of burden dragging carts of coal underground, and bands of starving poor roamed the countryside in search of work, there could hardly be a more pressing question. It is a huge and digressive book, but there are at least four key ideas.


The first is that the hidden mechanism that would increase productivity, and so a nation’s wealth, was the division of labour. Remember our pin factory?’


No…


‘Oh, sorry, yes, that was before you got involved. To cut a long story short, it’s much more efficient if you break down the manufacturing process, say of pins or cars or—’


Toasters?


‘…into many small sub-routines or jobs, each performed by a different person.’


Is this like when you finally crack, and stomp around telling everyone that they have to clean a different bit of the house?


‘Er, well, yes, a bit, I suppose. It’s better if I do the kitchen and the Philosopher does the bathroom, and Rosie her bedroom, and Gabe hoovers the hall. But it’s probably easier to think of making things. Whenever a big job can be broken down into smaller specialist tasks, productivity goes up.


The second key idea in The Wealth of Nations is that this way of organising ourselves is driven by our natural propensity to “truck and barter, and exchange one thing for another”. Division of labour and specialisation are only possible (and so increases in wealth are only possible) if you have some way to exchange products, and this means markets. The bigger the market, the more specialisation is possible. He brings you in here, Monty.’


Me? Really – I always knew I was special.


‘Well, not literally you, Monty. Dogs in general. He points out that humans are unique: “Nobody ever saw a dog make a fair and deliberate exchange of one bone for another with another dog”.’


Don’t be ridiculous. Why would I give my bone to another dog? But hang about – when I give you the full soppy-eye thing, you give me bits of bacon. Does that count?


‘Well, Smith has an answer for this objection. He says that when an animal wants to obtain things from his master, it will fawn upon him. And he notes that people often do the same, if they have to. Everyone knows a toady or two. But Smith points out that this is a limited and unreliable way to get people to cooperate with you, and a complex society, based on the division of labour, requires a system that can coordinate millions of transactions.


The third, somewhat counterintuitive idea is that a system based on self-interest is much more likely to get us what we want. That when we work hard in pursuit of our own self-interest, without intending it, without knowing it, we advance the interest of wider society. Here we have another of Smith’s most famous quotes: “It is not from the benevolence of the butcher, the brewer, or the baker, that we expect our dinner, but from their regard to their own interest. We address ourselves, not to their humanity, but to their self-love, and never talk to them of our own necessity but of their advantages.”


His fourth great idea is the invisible hand of the market. He describes how the market naturally regulates itself, without anyone explicitly directing it. If sellers bring less to the market than buyers want, free competition means that buyers will bid up the price. If sellers bring more to the market than buyers want, the price will be bid down. Price is the outcome of the forces of supply and demand. Competition also provides a check to our self-interest. If you try to charge too much for your goods, you will find yourself without any customers. If you pay too little to your workers, you will find yourself without any labour.


He also outlines how the market price will further regulate the supply of goods. As the price moves, sellers/producers are naturally prompted to shift their attention to making goods with a high price and away from those with a low price. As high price follows on from scarcity, this mechanism will help to fix that, without the need for a central planner. No bureaucrat has to order people to produce more of this or less of that: the market decides. Smith, following those Physiocrats, makes clear that the main job of the sovereign is to establish the rule of law and get out of the way.


Here we have our free market economic system in a nutshell, fuelled by self-interest, regulated by the invisible hand of the market.’


So, Adam Smith thought selfishness was good, markets are great, and that the government should stay out. Is that right?


‘That’s how his ideas have been caricatured by some ideologues of the right, but it is more complex.’


How did I know you were going to say that?


‘Smith certainly did not think that greed is good, and he was scornful of our hunger for money and power. There is a lovely section in The Theory of Moral Sentiments where he describes a man who spends his entire life in the unrelenting pursuit of wealth only to realise that he has sacrificed his youth for nothing. But Smith’s genius is revealed at the end of this devastating critique when he suddenly pivots: “And it is well that nature imposes upon us in this manner. It is this deception which rouses and keeps in continual motion the industry of mankind.” Our own shameful selfishness is what, paradoxically, motivates us to “invent and improve all the sciences and arts, which ennoble and embellish human life”. Private vice can result in public virtue.


And he certainly didn’t think that markets were always fair. When he writes about wages, he is clear that there is a big imbalance in bargaining power between the landowner and the labourer. Labourers are by definition poor, and landowners rich. In a dispute, the one can bide his time, the other must feed his family.


This is a crucial point. Modern proponents of laissez-faire economics frequently base its moral legitimacy on the idea that free and fair exchange is by definition good. If a deal entered into freely did not improve both sides’ position, then it simply wouldn’t happen. The logic seems solid. Unless both sides to the exchange expect to benefit, why would they go ahead? Of course the side with more bargaining power is very likely to get the better end of the deal, but if even the weaker gets something out of it, then what’s the problem? But Smith was not blind to the power imbalance, or the inequality of outcome that must result.


Nor did Smith think governments should never intervene in markets. He explicitly thought the state should provide for public goods like the education of the common people, which is something that embarrasses his modern, market-fundamentalist advocates.


Adam Smith believed in the power of markets to make our lives better, but he was no blind adherent of laissez-faire. He did not oppose all state intervention and nor did he think selfishness a virtue. But you can discover what you want in his voluminous writings, finding support for both laissez-faire and government intervention.
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