
t
L

F
T

 ::: Li .t
.J

E
C

O
N

O
M

IC
S

 E
D

U
C

A
T

IO
N

R
E

S
O

U
R

C
E

 C
E

N
T

R
E

S
e
c
o

n
d

a
ry

 E
c
o

n
o

m
ic

s

T
e
x
tb

o
o
k
 R

e
v
ie

w
s

T
H

E
 C

E
N

T
R

E
 F

O
R

E
P

E
N

D
E

N
T

S
T

U
D

 I
 E

 S



C
O

N
T

E
N

T
S

1 Introduction
T

im
 R

iley

2
 R

o
ss G

ittin
s,

G
ittins' G

uide to E
conom

ics
and

G
arry B

ell (ed.)
T

h
e A

u
stralian

 E
co

n
o

m
y

 -
A

 S
tudent's G

uide to C
urrent E

conom
ic C

onditions
R

eview
ed by

D
r R

ob
ert A

lb
on

3 R
.J. &

 E
.J. B

row
n,

S
tudent E

conom
ics

R
eview

ed
b

y P
rofessor G

eoffrey B
ren

n
an

4 R
.E

. G
allagher &

 G
.A

. B
urkhardt,

O
ur E

conom
ic E

nvironm
ent:

A
n Introduction to the A

ustralian E
conom

y
R

eview
ed

by P
rofessor W

olfgang K
asper

R
.J.M

iller &
 E

.D
. Shade,

F
oundations of E

conom
ics

R
eview

ed by
D

r F
ran

k
 M

iln
e

	

15

6 E
.D

. S
hade, G

.C
. L

atty, &
 P

.M
. S

cott,
F

undam
entals of E

conom
ics

R
e
v
ie

w
e
d
 b

y
P

r
o

fe
s
s
o

r
 J

o
h

n
 P

in
c
u

s

	

2
2

7 'P
eter Joyce and G

eoffrey H
ead,

O
ur K

ind ofE
conom

ics
R

eview
ed

by P
rofessor C

lem
 T

isdell

	

25

8 R
ichard M

orris,
S

p
eak

in
g
 o

f E
co

n
o
m

ics - T
h
e A

u
stralian

 S
y
stem

R
eview

ed by
D

r Ian
 W

ills

	

30 1369

V



IN
T

R
O

D
U

C
T

IO
N

T
H

E
SE

 seven review
s of m

ajor high school econom
ics textbooks w

ere com
m

issioned by the C
entre

For Independent Studies in 1989. A
 prim

e function of T
he E

conom
ics E

ducation R
esource C

entre
is to critically review

 the m
ajor books and other resources being used in the teaching of high school

econom
ics in A

ustralia. C
oncern is w

idespread over the coverage and accuracy in the presentation of
m

icro and m
acro econom

ics as w
ell as the degree to w

hich current textbooks m
otivate students to apply

their theoretical skills to current issues in the A
ustralian econom

y.
T

he textbooks represent a sam
ple of those currently used in a num

ber of m
ainland S

tates. S
ince

econom
ics syllabuses vary from

 S
tate to S

tate, the dem
and for textbooks and their content tend to reflect

the particular S
tate's syllabus requirem

ents. H
ow

ever there are exceptions to this rule, as syllabus contents
converge on com

m
on topics. In this case, a textbook w

ritten in and for one S
tate m

ay appeal to teachers
and students in other S

tates, even if only for reference and supplem
entary reading purposes.

M
any of the texts such as G

allagher &
 B

urkhardt's
O

ur E
conom

ic E
nvironm

ent
and R

.J. B
row

n's
S

tudent E
conom

ics
have been used in schools for over ten years and are now

 in their fifth and seventh
editions respectively, w

hereas M
iller &

 S
hade's

F
oundations of E

conom
ics

broadly follow
s the W

est
A

ustralian syllabus, Joyce &
 H

eads'
O

urK
ind of E

conom
ics

and M
orris' S

peaking of E
conom

ics
are m

ore
tailored to the V

ictorian Syllabus. W
ith the advent of the new

 N
SW

 E
conom

ics Syllabus (introduced in Y
ear

11 in 1989) a host of new
 textbooks w

as ushered into the m
arket (including updated versions of older

texts). T
hese w

ere w
ritten according to the core and option approach adopted in Y

ear 12 as w
ell as the

sectoral C
ircular F

low
 M

odel them
e used in Y

ear 11.
S

hade; L
atty, and S

cott's
F

undam
entals of E

conom
ics V

ol. 1
is an update of S

hade's
F

u
n
d
am

en
tals

ofE
conom

ics. G
ittins' G

uide to E
conom

ics
by R

oss G
ittins has the new

spaper articles ordered to reflect
the new

 topic headings of the N
S

W
 S

yllabus. T
here is a national trend tow

ards the adoption of this core-
option approach by syllabus com

m
ittees and this has led to textbooks being w

ritten that have a very w
ide

coverage of topics.
E

ach of these review
s assesses:

1.
T

he book's coverage of topics in breadth and in depth; of balance betw
een m

icro and m
acro;

and betw
een descriptive and analytic content.

2.
T

he accuracy of the exposition of traditional areas and new
 developm

ents.
3.

T
he particular position taken by the book on controversial m

atters.
4.

T
he degree of em

phasis placed on A
ustralian institutions and the use of current statistics.

5.
T

he book's suitability as an aid to the achievem
ent of econom

ic literacy, interest in econom
ics,

and as a basis for further study of the subject.

T
he review

ers are all academ
ic econom

ists w
ho tend to reflect the rigour of their teaching, particularly

	

of undergraduates w
ho m

ay or m
ay not have studied econom

ics at high school. T
he review

s are not all
fav

o
u
rab

le, th
o
u
g
h
 in

 m
an

y
 cases it is th

e co
u
rse p

lan
n
ers w

h
o
 are h

eld
 resp

o
n
sib

le fo
r d

esig
n
in

g
syllabuses that are out of date in term

s of m
icro and m

acro theory, and fail to stress the application of
general econom

ic principles to current A
ustralian econom

ic issues. M
any of the texts are w

ritten for the
student w

ho m
ay sim

ply m
em

orise and rote learn inform
ation w

ithout necessarily grasping and applying
basic econom

ic concepts. T
his is perhaps a reflection of the em

phasis placed on exam
ination success at

senior school level.
T

here is perhaps a trade off betw
een the w

ide and generally superficial coverage of topics in a course
and the im

portance placed by the review
ers on the developm

ent of analytical and critical thinking skills.
Suggested references like A

lchian &
 A

llen's
C

om
petition and E

xchange
and H

eyne's
T

he E
conom

ic W
ay

of T
hinking

equip students w
ith a theoretical base and present various interesting avenues for the

application of this theory.
T

h
e fin

al co
m

m
o
n
 criticism

 seem
s to

 b
e th

e stu
b
b
o
rn

 reten
tio

n
 o

f K
ey

n
esian

 m
acro

eco
n
o
m

ic

	

o
rth

o
d
o
x
y
 in

 th
e face o

f n
ew

 d
ev

elo
p
m

en
ts in

 m
icro

 an
d
 m

acro
 th

eo
ry

. T
h
e M

o
n
etarist, R

atio
n
al

E
xpectations and S

upply S
ide schools are not given the prom

inence afforded them
 in the academ

ic
literature.

T
his retards high school econom

ics and m
akes the transition from

 high school to tertiary

1
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econom
ics a rather difficult one for students.

	

T
his volum

e is the first in a continuing series of econom
ics textbook review

s. T
he next volum

e w
ill

review
 eight recently published textbooks, six of w

hich w
ere w

ritten for the new
 N

S
W

 S
yllabus. R

.J.
B

row
n has w

ritten an updated version of
S

tudent E
conom

ics
entitled

T
he A

ustralian E
conom

y
(w

ith a
w

orkbook) and T
erry and L

eonie D
ow

ning w
ith T

revor T
aylor have produced

E
conom

ics T
ow

ards 2000
(an update ofE

conom
icsfor the E

ighties
B

ooks
1 &

2).O
ther titles to be review

ed include Jill T
uffley's

O
u
r

E
conom

y
and the associated series of option books for the N

S
W

 2 and 3 U
nit courses; B

arry C
ollier's

Introducing E
conom

ics B
ooks 1

&
 2 ; John P

aine et al
E

conom
ics for A

ustralians B
ooks 1, 2 &

 3 ;
H

um
phreys et al

T
he E

conom
y. A

n A
ustralian F

ocus B
ooks 1

&
 2, P

arry &
 K

em
p's tw

o books,
E

xploring
M

acroeconom
ics and P

athw
ays in E

conom
ics ;

and finally the very popular and w
idely used series by

B
ulm

er and C
hapm

an called
U

pdated E
conom

ics
W

here applicable, w
orkbooks are included in review

s.
T

hese texts represent the revolution in w
riting that has occurred since the advent of the new

 N
S

W
Syllabus.

T
he approaches differ m

arkedly. S
om

e are large and detailed volum
es w

hilst others avoid
undue w

ordiness by stressing basic principles and skills. T
he collection is com

petitive and offers teachers
and students a w

elcom
e degree of choice in treatm

ent, price and quality.
E

conom
ics should live and be taught in such a w

ay as to excite and m
otivate young m

inds to grapple
w

ith contem
porary problem

s by acquiring sophisticated analytical skills from
 w

ell w
ritten textbooks.

T
im

 R
iley

Series E
ditor

D
irector, E

E
R

C
June, 1990.
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R
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G
IT

T
IN

s

G
ittin

s' G
u

id
e to

 E
co

n
o

m
ics

F
irst E

d
ition

,
V

C
T

A
P

u
b

lish
in

g, S
yd

n
ey, 1988.

G
A

R
R

Y
 B

E
L

L
 (ed

.)

T
h

e
 A

u
stra

lia
n

 E
c
o

n
o

m
y

 -
A

 S
tu

d
en

t's G
u

id
e to

 C
u

rren
t E

co
n

o
m

ic C
o

n
d

itio
n

s
W

arringal P
ublications, M

elbourne, 1988.

R
e
v

ie
w

e
d

b
y
 D

r R
o
b
e
rt A

lto
n

S
en

io
r L

ectu
rer in

 E
co

n
o

m
ics

A
u

stralian
 N

atio
n

al U
n

iv
ersity

, C
an

b
erra

T
H

E
G

ittins' G
uide to E

conom
ics

(G
G

) and the collection edited by G
arry B

ell,
T

he A
ustralian

E
conom

y: A
 S

tudent's G
uide to C

urrent E
conom

ic C
onditions 1988(S

G
)

com
prise an interesting

set of journalistic econom
ic w

ritings, principally by R
oss G

ittins of
T

he S
ydney M

orning H
erald.

T
he first volum

e (published by the V
C

T
A

 P
ublishing in 1988) is w

ork totally by G
ittins, w

hile the second
collection (from

 W
arringal P

ublications) contains, in addition to three item
s by G

ittins, pieces by P
eter

O
'H

anlon and B
arry S

treete.
T

hese collections are explicitly not `textbooks', but they are both intended for, in particular, secondary
school students, w

ith the intention of `bridging the gap betw
een theory oriented and rapidly dating texts,

and the ever changing w
orld of econom

ics as applied to the A
ustralian econom

y'
(G

ittins' G
uide, A

uthor's
note).

Scope, B
alance and Style

T
he

G
ittins' G

uide
itself is broad ranging in scope w

ith articles `arranged to fit w
ith the E

conom
ics

S
yllabuses in several states'.

T
he particular syllabus follow

ed is not stated, but im
plicitly is a rather

lo
p
sid

ed
 o

n
e. In

 o
rd

er o
f ap

p
earan

ce th
e 4

5
 item

s are g
ro

u
p
ed

 u
n
d
er th

e fo
llo

w
in

g
 h

ead
in

g
s: th

e
household sector, the firm

s sector, the financial sector, the governm
ent sector, the overseas sector,

m
acroeconom

ic m
anagem

ent; budgetary policy; m
onetarypolicy; incom

es policy; external policy; labour
econom

ics; international econom
ics; and the distribution of incom

e and w
ealth. T

he bias is strongly in
favour of m

acroeconom
ic topics; only six or seven of the papers are clearly m

icroeconom
ic in flavour.

T
he other collection is also predom

inantly about m
acroeconom

ics w
ith one of the five articles being

solely about m
icroeconom

ics and the other, four being alm
ost exclusively about m

acroeconom
ics. T

he
dearth of m

icroeconom
ics m

ay reflect G
ittins's training in the 1960s w

hen m
acroeconom

ics w
as all the go

in A
ustralian universities.
T

he articles are all w
ritten in a journalistic style - m

ost of them
 com

e directly from
T

he S
ydney

M
orning H

erald,
w

hile others w
ere w

ritten for, or m
odified for, inclusion in these collections. T

he
approach is perhaps a bit too `chatty' in places, but this approach is the one that R

oss G
ittins has rather

successfully taken in
T

he H
erald

over m
any years. Its appropriateness is, perhaps, a m

atter of taste, but
I

w
ould prefer a m

ore serious m
anner for use in high schools.

A
nalytical C

ontent

T
he content of these volum

es ranges from
 descriptive and institutional to theoretical. W

here there is som
e

analysis, there is an em
phasis on attem

pting to expound on difficult econom
ic argum

ents in a clear
com

m
onsense m

anner. T
he argum

ent in R
oss G

ittins's articles is verbal throughout, except for one paper

3
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(G
G

-20 on the
relationship betw

een budget and current account deficits) w
here som

e sym
bols are used.

R
oss G

ittin
s p

roves h
im

self overall to b
e a p

retty good
 'b

u
sh

 econ
om

ist' b
u

t th
is level of an

alytical
com

petence is not alw
ays enough. B

arry Streete (w
riting on the 'A

ccord') does not really chance his hand
at any analysis, and P

eter O
'H

anlon's article on interest rates, m
onetary policy and exchange rates is largely

descriptive, although it does have a sm
all im

plicit theoretical content.
Instances w

here theoretical argum
ents are particularly w

ell handled include the analysis of takeovers
(G

G
-4); floating the dollar

(G
G

-15) and the effect of asset sales on the budget deficit (G
G

-24).
C

ases w
here

there is som
e fuzziness in the analysis include the articles on business investm

ent (G
G

-6),
the aim

s of
m

acro policy (G
G

-17)
and tax disincentives and the supply of labour (G

G
-38). In other cases (discussed

below
) ideology and analysis seem

 to. get too closely entw
ined.

In
stitu

tion
al an

d
 D

escrip
tive C

on
ten

t

S
om

e of the articles are purely institutional or descriptive (i.e. not analytical) in nature, w
hile others report

on published w
ork. L

ike a good econom
ic journalist should, R

oss G
ittins keeps abreast of publications

from
 a variety of sources - official publications from

 governm
ent departm

ents and bureaus, interest
groups (e.g. the A

C
T

U
) and academ

ics. M
any articles revolve around recent publications and these are

	

usually w
ell synthesised for the reader. M

ore explicit references to these publications w
ould be a useful

innovation in the guides, even if not in the new
spaper articles.

T
he descriptive and institutional m

aterial in m
any articles - particularly those in the

S
tudent's G

uide
to

 C
u
rren

t E
co

n
o
m

ic C
o
n
d
itio

n
s-

is very useful and up to date. S
tatistics from

 a w
ide variety of sources

	

are presented in a clear and com
petent m

anner, usually w
ith the aid of graphs and tables. Institutional

details on m
atters such as w

age fixing arrangem
ents and the role of governm

ent in the determ
ination of

exchange rates are accurate and clear.

Id
eological C

on
ten

t

T
urning now

 to the `ideological' content of these guides, one finds a rather m
ixed picture. T

he use of labels
can be m

isleading, but there are elem
ents of m

any'ism
s' in these publications. P

erhaps the strongest of
these is `pragm

atism
', particularly as it m

ight be applied to the policies of the F
ederal L

abor G
overnm

ent.
R

oss G
ittins w

ould appear to be a fairly strong supporter of the approaches to econom
ic policies of the

senior econom
ic m

inisters - K
eating, W

alsh, B
utton, K

erin and W
illis - all of w

hom
 have developed

reputations for 'pragm
atism

' rather than adherence to principle.
A

nother'ism
' of prom

inence is that of K
eynesianism

 in m
acroeconom

ic thinking. G
ittins tells us that

'I belong to the O
rder of P

um
p prim

ers m
yself (G

G
-63) and this is clear from

 a num
ber of the pieces w

hich
extol the virtues of a rather crude brand of K

eynesianism
 and/or are critical of an excessively crude straw

m
an version of 'm

onetarism
'. T

he synthesis of K
eynesianism

 and C
lassicist thinking com

m
on to virtually

all m
odern texts seem

s to have had a very lim
ited influence on the sole/principal author of these guides.

T
he support for K

eynesian policies appears to be based on instinct (or enslavem
ent to the ideas of a long

dead academ
ic?) rather than theoretical considerations.

C
orporatism

 is also featured in these guides. A
ustralia R

econstructed
gets a very good run in a num

ber
of these articles. It is described as the A

C
T

U
's 'm

agnum
 opus' (p.115) and is asserted to contain 'm

any
sensible things' (p.109). T

he A
ccord is discussed m

ost approvingly as an attem
pt'to change our econom

y
... from

 the conflict m
odel to the cooperation m

odel' (p.89). T
he 'neo-corporatist' approaches in the

N
ordic countries are reported w

ith unabashed enthusiasm
. B

arry S
treete's article in

A
 S

tudent's G
uide

is
also a very glow

ing account of the success of the corporatist approach encapsulated in the A
ccord. M

y
ow

n view
 is that both K

eynesianism
 and 'corporatism

' are dangerous as guiding principles for governm
ent

intervention.
A

pproval for both of these approaches is obvious in these guides. U
nfortunately, these

rather extrem
e policy directions are endorsed w

ithout sufficient attention to alternative policies or any
underlying argum

ent for them
. A

 teacher using these guides w
ould find it difficult to give a balanced view

on m
acroeconom

ic, industry and w
age fixing policies w

ithout recourse to supplem
entary m

aterial.

O
verall A

ssessm
en

t

In contrast to the approach in these
cases, the guides contain m

uch that is sensible and balanced. M
uch

of the m
aterial on institutional and descriptive m

atters
is, as

already noted, very useful. S
om

e of the m
ore

4



D
R

 R
O

B
E

R
T

 A
L

B
O

N

analytical pieces have already been praised and this list could be extended. F
or exam

ple, G
G

-5 is a fine
account of w

hy w
e cannot blam

e (as som
e do) business borrow

ing for the foreign debt that has am
assed.

G
G

-39, on the effects of technological change on unem
ploym

ent, provides an excellent account of w
hy

the L
uddites had (and have) it all w

rong. In these and other cases the articles contain good and com
petent

debunkings of som
e rather dangerous m

yths.
It is w

orth repeating that the
G

ittins' G
uide

and the
S

tudent's G
uide to C

urrent E
conom

ic C
onditions

w
ere never intended as textbooks. R

ather, they are intended as a supplem
entary resource and as an aid

to the achievem
ent of elem

entary econom
ic literacy. In this respect they are not an unqualified success.

W
e are told that'com

plex econom
ic issues are reduced to sim

ple term
s', but this is not alw

ays a good thing.
T

he attem
pt to sim

plify can som
etim

es lead to superficiality and confusion. It is not alw
ays, as claim

ed,
`a nice blend of getting it right and keeping it sim

ple'. F
urther, theory and ideology can be m

ixed up rather
than clearly distinguished. It is a fault in som

e of the articles (such as G
G

-45 on taxation of w
ealth) in these

guides that the latter course has, perhaps unw
ittingly, been taken.

T
he style of w

riting of these articles is rather inform
al or chatty in places. A

s a m
eans of aw

akening
an interest in econom

ics this is not an undesirable trait. H
ow

ever, the caveats to this endorsem
ent are the

sam
e as those above - sim

plicity m
ust not becom

e superficiality and ideology m
ust not be confused w

ith
positive analysis.

C
on

clu
sion

F
inally, w

hile these guides w
ill not form

 a strong basis for further study in econom
ics, they w

ill serve a
good purpose if they stim

ulate a student's initial interest in the subject. B
ut there are considerable dangers

in
 ex

p
o
sin

g
 y

o
u
n
g
 m

in
d
s to

 th
is ty

p
e o

f m
aterial. In

 m
y
 v

iew
 stu

d
en

ts sh
o
u
ld

 first b
e ex

p
o
sed

 to
institutional and descriptive m

aterial and then be fostered through the teaching of rigorous econom
ic

theory w
ith carefully specified m

odels, rather than through exposure to articles of this kind. T
hese guides

m
ight give the w

rong push and possibly should be used in teaching of people w
ho already know

 som
e

econom
ics.
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t E
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P
art O

n
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 E
d

n
, rep

. 1986; P
art T

w
o 7th

 E
d

n
, rep

. 1982, W
illiam

 B
rook

s, S
yd

n
ey

R
ev

iew
ed

 b
y

P
ro

fe
sso

r G
e
o
ffre

y
B

ren
n

a
n

D
ep

artm
en

t of E
con

om
ics

A
u

stralian
 N

ation
al U

n
iversity, C

an
b

erra

I
T

 takes a m
easure of presum

ption for som
eone w

ho has never taught below
 second-year university

level to offer advice to school-teachers as to w
hat, or how

, they ought to teach and/or w
hat kinds of

tex
tb

o
o
k
s th

ey
 are lik

ely
 to

 fin
d
 m

o
st u

sefu
l. T

h
at's all rig

h
t, b

ecau
se I am

 b
y
 n

atu
re a fairly

presum
ptuous person-but m

y lack of experience in classroom
 m

atters should be noted and can be used,
w

here necessary, in evidence against m
e. M

oreover, som
e of the rem

arks I shall m
ake about B

row
n's

textbook(s) m
ay be better directed at those w

ho set the econom
ics syllabuses. In the highly centralised

secondary education system
s that prevail in m

ost A
ustralian states (or have prevailed until recently), the

textbook-w
riters are as m

uch follow
ers as they are designers of the system

: the scope to w
rite a highly

innovative (or even distinctive) textbook m
ay be quite lim

ited. T
he w

eaknesses of M
r B

row
n's book m

ay
therefore not be entirely B

row
n's fault. N

or are the w
eaknesses that I identify by any m

eans unique to
B

row
n's book - som

e of those w
eaknesses are characteristic features of the vast bulk of `P

rinciples' texts
that inhabit the E

nglish-speaking w
orld m

arket. B
ut it is B

row
n's book I have been asked to appraise, and

in m
y critique of its content and approach I shall sim

ply have to let the chips fall w
here they w

ill.
In

 k
eep

in
g
 w

ith
 th

e sp
irit o

f th
e d

ism
al scien

ce, m
o
st o

f m
y
 co

m
m

en
ts are n

eg
ativ

e.
W

e
econom

ists are a fairly m
iserable lot.' B

ut let m
e begin at least w

ith som
e positive rem

arks. T
his book (or

these books actually - because there are tw
o volum

es to the text, and a w
orkbook for each volum

e)
represents, on the w

hole, a fairly w
orkm

anlike overview
 of the core of conventional econom

ics as it stood
about 25 or 30 years ago. T

here is very little - piece by piece - that is deeply m
isleading: a student w

ho
had m

astered this book w
ould not have m

uch to unlearn, and w
ould com

e to future study (if any) w
ith

a tolerable fam
iliarity w

ith the m
ain bits of econom

ic theory and language. A
nd perhaps that is as m

uch
as one can reasonably hope for. B

ut I should like to think w
e m

ight hope for som
ething m

ore. A
nd in

particular three things.
F

irst, a sense of the basic conceptual unity of econom
ics as an intellectual

enterprise. S
econd, a sense of excitem

ent and enthusiasm
 about the subject-m

atter. A
nd third, a feel for

the difficulty of the problem
s econom

ists deal w
ith and the tentative nature of our conclusions. L

et m
e

talk about each of these hopes in turn.
O

ne thing that is striking about B
row

n's book(s) is the extent of its coverage - a feature it shares
w

ith m
ost first-year university texts. T

he w
hole has a slightly encyclopaedic air. A

nd if one w
ere to criticise

B
row

n for leaving som
ething out (be it public choice or rational expectations or m

ention of m
ethodologi-

cal individualism
, or the prisoners' dilem

m
a), I'm

 sure that the first instinct w
ould be to stick it in: add

a chapter or tw
o. B

ut that is precisely the problem
. T

hat is, the B
row

n approach is to provide a large
catalogue of independent `concepts' (or rather, term

s that
stan

d
for concepts) m

uch like one m
ight give

a student a list of `facts' under one view
 of the content of history. F

or exam
ple, in chapter 1, B

row
n

discusses the general nature of econom
ics (like m

ost text books do in chapter 1) - som
ething that in itself

is rather extraordinary since the student has no independent know
ledge of w

hat econom
ics is like.' A

nd
in a few

 pages (six to be precise), he discusses w
hether econom

ics is a science or not, the nature of
econom

ic thought or language, the role of logical reasoning (including a few
 V

enn diagram
s), a catalogue

o
f co

m
m

o
n
 fallacies in

 eco
n
o
m

ic (so
cial?) reaso

n
in

g
, an

d
 also

 m
an

ag
es to

 sq
u
eeze in

 a co
u
p
le o

f
paragraphs on `social goals', `value judgem

ents' and the positive-norm
ative distinction. A

ll that is in itself
fairly m

ainstream
 stuff. A

nd I do not w
ant to argue that such issues are all too hard for students at this level:

the issues m
ay be too difficult, and yet be good for stim

ulating general discussion. B
ut I do argue that

if such issues are going to be raised, they have to be referred to again and again as they crop up in specific

6
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instances: they can't be allow
ed to hang there as unconnected ideas of the `been-there, done-that' kind,

because all that does is to provide a form
ula for inocculating the student against thought. A

nd w
here the

issue raised (such as the positive-norm
ative distinction, or the role of `authority' in econom

ic argum
ent),

is a difficult and/or controversial
on

e, som
e

confession of the difficulties and/or controversies seem
s

highly desirable.
I reckon that econom

ics is m
ore to be regarded as a w

ay
of th

in
k

in
g

than as a subject-m
atter. T

he

object of a course at this level should be to give the student a feel for w
hat this w

ay of thinking is, and for

the few
 core concepts that m

ake up the econom
ist's stock in trade. In m

y view
 those core concepts

(exchange; the role of relative prices; fungibility; the average-m
arginal distinction; etc) becom

e obliter-

ated in B
row

n's book in a w
elter of apparently unrelated bits and pieces of fact, technique, and analysis.

It is not that the `financial sector' or `population' or 'international trade' and so on do not m
ake w

orthy

chapters - but w
hat connects them

 up? Is the student supposed to recognise the connections for herself/

him
self? A

re those connections so obvious? Is it, after all, transparent that these are all instances of the

sam
e range of ideas and concepts, differently applied? Is there no role for the text-book in m

aking such

connections
salient?

U
ndoubtedly, econom

ics as taught in m
ost places in the W

estern w
orld is taught on the 'spiral'

principle: that is, w
e go over the sam

e m
aterial again and again, absorbing a little m

ore each tim
e, so that

w
ith luck after the fourth or fifth circuit w

e begin to internalise (and thereby understand) w
hat is really

at stake. It is a not uncom
m

on experience to discover that you don't really understand som
ething until

you have to
teach

it, w
hich is w

hy w
e, at A

N
U

, recom
m

end to our best students that they do a sem
ester

or so's tutoring in first year econom
ics before they proceed to graduate school overseas. A

s H
erbert

S
pencer rem

arks: 'only by varied reiteration can alien concepts be forced upon reluctant m
inds'. A

nd M
r

S
pencer is right so far as he goes. T

he problem
 is that not all our students w

ill spiral over this agenda four

or five tim
es: strange to tell, som

e high school econom
ics students w

ill be studying econom
ics for the last

tim
e. It therefore has to be a m

atter of concern w
hether w

hat students
learn

at that level is the m
ost

im
portant m

aterial they m
ight learn.

W
hen one tries to teach

too m
u

ch
m

aterial, one can't be sure that

w
hat sticks w

ill be the m
ost significant. A

nd this is particularly so if w
hat is taught is portrayed as being

disjoint, w
ith the separate parts rather like pages in the telephone directory. I reckon it's harder to learn

the telephone directory than a logical sequence of ideas - and harder still to 'understand', if indeed

understanding is a relevant category to apply to the telephone directory. F
or m

y taste, the B
row

n book

is com
posed too m

uch along telephone directory lines.
M

y second criticism
is, I think, distinct. It is that B

row
n's treatm

ent is too dull. I thinkthis criticism

is distinct because I also find the telephone directory dull reading. I find
id

eas
exciting, and because I

relish the explanatory pow
er that the few

 sim
ple notions of m

ainstream
 econom

ics displays, I enjoy a

conceptually elegant treatm
ent. B

ut there is m
ore involved than this. B

row
n's

ap
p

roach
is unexciting.

T
here are a few

 exam
ples, no cartoons

(as som
e

of the livelier A
m

erican principles texts have);2 there is

no chapter on the econom
ics of sex, w

hich for all its absurdities sold large num
bers of the M

cK
enzie

T
ullock

N
ew

 W
o

rld
s o

fE
co

n
o

m
ics, and can be guaranteed to capture a m

odicum
 of interestin

 econ
om

ics

if the topic can be used to good pedagogic purposes; there is no parable, no funny story, no one-liners

from
 P

aul K
eating (or m

ore lim
ited econom

ists like R
obert S

olow
 or M

ilton F
riedm

an.) M
ore to the point

really, there is not m
uch sense of enthusiasm

 or vigour. T
his is a book for students w

ho are a captive

	

audience, w
ho m

ust do w
ell in exam

s to proceed, and for teachers w
ho are rather tired and w

ant it all

carefully and com
petently laid out. T

his is not a book to lure students to a love of learning, or
to a sense

of fun and excitem
ent in discovery. W

e are all of course under the heady influence of P
eter W

eir's
D

e
a
d

P
o

et's S
o
ciety

, and no doubt desks in m
any schools w

ill get a fair scraping from
 students' shoes over the

next few
 m

onths. B
ut desk-standing w

ill m
ainly take place in poetry

classes:
w

e exp
ect a little eccentricity

and em
otional vigour in teaching

E
n

glish
. B

u
t econ

om
ics?

I am
 confident that econom

ics can be taught

in an exciting and m
ind-changing w

ay. B
ut M

r B
row

n's book hardly encourages such -or indeed, even

the idea that such teaching m
ight be possible.

T
hird, and again perhaps related, this is a

d
id

actic
book - stronger on giving the answ

ers than

setting out the questions. T
his

is
a m

atter
of style.

T
here are econom

ists w
ho like to preface their

speculations and conjectures w
ith the phrase 'W

e now
 know

 that...'. I do not m
uch care for this kind of

professional hubris: I think that the econom
ics profession know

s a good bit less than w
e usually pretend.

B
ut w

e dohave a w
idely shared

'gram
m

ar' o
f arg

u
m

en
t -

a large
m

easure ofagreem
ent

as to w
hat kinds

o
f co

n
sid

eratio
n

s are relev
an

t to
 th

e an
aly

sis o
f p

articu
lar to

p
ics an

d
/o

r th
e d

raw
in

g
 o

f p
articu

lar

conclusions. T
he U

niversity of C
hicago used to have a rule of thum

b that there should alw
ays be on the

7
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O
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P
hD

. prelim
 exam

s a question or puzzle to w
hich none of the exam

iners had a satisfactory answ
er. T

he

econom
ic w

orld is full of puzzles of this type, and these and the kind of spirit of enquiry that goes w
ith

isolating them
, do have their analogue at the high-school level. T

he interesting
q

u
estion

is no less

significant than the clear
an

sw
er, at all levels of intellectual endeavour. S

om
e readier recognition of that

factw
ould m

ake B
row

n's
S

tudentE
conom

icsa
better book. A

nd w
hile w

e are on the subject of interesting

q
u

estion
s,

I have to say that I found B
row

n's `student w
orkbooks' decidedly ho hum

. G
etting good

questions is at least half the task of w
riting a textbook. O

ne reason I so m
uch like D

on M
cC

loskey' price

theory text
(T

he A
pplied T

heory of P
rice

(C
olliery/M

acm
illan, 2nd edn, 1985, $29.95) is that M

cC
loskey

w
rites from

 a problem
-solving view

point. T
his feature is an enorm

ous strength and m
akes M

cC
loskey's

book a fine one, even though students tend at tim
es to find his expositions unclear. I do not of course

recom
m

end M
cC

loskey's book for high school students.
A

t (alm
ost) the level under consideration,

Iw
o

u
ld

recom
m

end P
aul H

eyne's
T

he E
conom

ic W
ay

of T
hinking

(S
cience R

esearch A
ssociation, 1983). If this turns out to be too difficult (or too conceptual),

th
ere m

ay
 b

e a g
ap

 in
 th

e m
ark

et fo
r a slig

h
tly

 lo
w

er lev
el an

d
 p

o
p

u
lar v

ersio
n

 o
f th

at b
o
o
k
, w

ith

appropriately A
ustralian content. M

r B
row

n's book is not that book. T
he B

row
n book does not, for m

y

taste, em
phasise enough the intellectual coherence of the econom

ist's vision of the social order. It does

not seek to excite the student or lure her/him
 to a love of the subject. A

nd it does not so m
uch seek to

	

engage the student in an intellectual enterprise
as to in

form
.

T
hese are, in m

y view
, fundam

ental

inadequacies. It is these considerations rather than the om
ission of particular topics or questions of

	

ideological orientation that cause m
e anxieties about this book and the kind of education in high school

econom
ics that it connotes.

N
otes

	

F
or exam

ple the first question for discussion at the end of the chapter is: `W
hat do you [the student]

consider to be the best definition of econom
ics?' S

urely the only conscientious
answ

er
is: `H

ow
 the

hell should I [the student] know
 - I've never done any econom

ics.'

z
D

em
and-supply diagram

s are not the only pictures that can be w
orth a thousand w

ords (or so):

8



R
.E

. G
A

L
L

A
G

H
E

R
 &

O
.A

.
B

U
R

K
H

A
R

D
T

O
u
r E

c
o
n
o
m

ic
 E

n
v
iro

n
m

e
n
t:

A
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 In
tro

d
u

ctio
n

 to
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e A
u

stra
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n
 E
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n

o
m

y
(5th

 ed
.), M

cG
raw

 H
ill, S

yd
n

ey, 1980 (rep
. 1988)

R
ev

iew
ed

 b
y

W
o
lfg

a
n
g
 K

a
sp

e
r

P
rofessor of E

con
om

ics, D
ep

artm
en

t of E
con

om
ics an

d
 M

an
agem

en
t

U
n
iv

ersity
C

ollege
(D

efen
ce A

cad
em

y
), U

n
iv

ersity
 o

f N
ew

 S
o

u
th

 W
ales

C
am

pbell, A
C

T

0 B
JE

C
T

IV
IT

Y
 and rationality suggest that the criteria for evaluation of a product should be stated

explicitly at the outset. A
s a long-tim

e teacher of introductions to econom
ics, both of full-year

university courses at first-year undergraduate level and of m
ore com

pact courses and lecture series
to all sorts of m

ature, professional audiences, I w
ould list the follow

ing criteria (w
ith per cent w

eights that
I w

ould apply in the case of full-year undergraduate subjects in brackets):
C

overage (b
read

th
 an

d
 d

ep
th

):
D

oes the text serve as a self-contained introduction to the subject
of econom

ics, fam
iliarising the reader w

ith all those phenom
ena that I consider essential know

ledge for
undergraduate students, senior high school students, or m

ature professionals w
ho w

ant to fam
iliarise

them
selves w

ith the discipline? [20 per cent]
A

p
p

ro
ach

to th
e d

iscip
lin

e:
Is the personal view

 of econom
ics that I have developed in 25 years

o
f teach

in
g
, research

 an
d
 p

o
licy

 ad
v
ice reflected

 in
 th

e p
resen

tatio
n
? A

n
d
 is it b

alan
ced

 b
y
 o

th
er,

com
peting ideological approaches to the m

ajor econom
ic paradigm

s? A
re controversial issues clearly

identified as such, and are aspects of positive and norm
ative econom

ics held clearly separate? [15 per cent]
R

elevan
ce to A

u
stralian

 p
rob

lem
s:

D
oes the text cover the theories, as w

ell as the em
pirical and

institutional know
ledge necessary to inform

 a budding `econom
ic citizen' of A

ustralia? D
oes the text

engage the reader w
ith em

erging econom
ic

issues, or sim
ply echo the controversies of yesteryear? [15 per

cent]P
resen

tation
, clarity, read

ab
ility:

Is the style of presentation (text, m
athem

atics, graphs, statistics)
clear and appropriate for the prospective students' m

aturity, so that an uninitiated reader can read the text
w

ithout m
uch prim

ing and tutoring? Is the presentation econom
ical in the sense that relevant know

ledge
can be grasped quickly, w

ithout w
asting effort on redundant m

aterial? [20 per cent]
C

on
sisten

cy:
Is the reader likely to be educated in a consistent m

ode of thinking about issues, so
that he or she can apply w

hat is learnt in the m
ore basic chapters to applied issues later on? A

re there
unexplained contradictions in approach betw

een various chapters? [15 per cent]
Interest:

Is the textbook w
ritten in a w

ay that is likely to arouse the enthusiasm
 of a beginner to start

`thinking as econom
ists do'? [10 per cent; the relatively low

 w
eight I attribute to this is a consequence of

m
y view

 that one of the functions of the teacher is to convey enthusiasm
 for the discipline.]

is th
e b

ook
valu

e for m
on

ey?
[5 per cent] (A

lthough students and their fam
ilies are often strapped

for funds, and prices of textbooks w
eigh heavily in student budgets, I do not rate price very highly as a

criterion, because the investm
ent of tim

e and com
m

itm
ent by the student costs infinitely m

ore than the
purchase price. S

tudents w
ho disagree w

ith m
e on this can, in any event, do a one-night a w

eek w
aiting

job and w
ill then be able to afford even the m

ost expensive of first-year texts.')
In addition, a m

inim
um

 requirem
ent is that the text does not contain too m

any errors or m
isrepresen-

tations of facts or logic.
I w

ould assum
e that these sam

e criteria are also applied by teachers at senior high schools.
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G
allagher-B

urkhardt (G
B

) is a solid tom
e; 658 narrow

ly printed pages. It begins w
ith introductory

chapters on the subject of econom
ics, on A

ustralian econom
ic resources (docum

ented essentially for the
m

id- to late 1970s, an unpardonable lag in a book reprinted in 1988!), and on econom
ic reasoning (logical

approaches to econom
ic analysis). C

hapters 4 and 5 deal w
ith som

e rudim
entary m

aterial on the m
acro

econom
y (the circular flow

 w
ith som

e m
ention of business cycles; then the A

ustralian m
onetary system

).
T

hereafter, w
e are presented w

ith a chapter on the fine, in w
hich som

e aspects on location (G
allagher-

B
urkhardt call it `localisation'), entrepreneurship, innovation and technology are also treated. T

his is
follow

ed by a chapter on the 'M
arshallian cross' of supply and dem

and (w
hat is called here T

he perfect
m

arket').
T

hese tw
o m

icroeconom
ic chapters are follow

ed by an essentially m
acroeconom

ic chapter on public
finance and the role of the governm

ent, w
here fiscal policy is related to inflation and unem

ploym
ent, but

w
h

ere w
e also

 read
 ab

o
u
t p

u
b
lic en

terp
rises an

d
 `g

o
v

ern
m

en
t assistan

ce to
 p

riv
ate en

terp
rises'

(subsidies,protection, etc) and social policies (health, education, social w
elfare etc).

S
im

ilarly, the `international sector' is treated in its m
icro- and m

acro-econom
ic aspects, essentially as

an add-on to a closed econom
y. T

he follow
ing tw

o chapters deal w
ith grow

th and developm
ent (in the

latter abandoning the title's prom
ise of offering m

aterial on the A
ustralian econom

y). A
fter having dealt

w
ith these outcom

es of the econom
ic process, w

e are taken back to the input of labour (and population)
and are given a detailed run-dow

n on the w
ages system

, or rather interventions in labour m
arkets.

T
hereafter, the reader is taken back to the circular flow

 and is introduced to N
ational A

ccounts data (up
to

1
9

7
6

-7
),

im
m

ediately follow
ed by a (non-em

pirically supported) treatm
ent of the m

ultiplier and the
accelerator. F

iscal policy surfaces again. T
hen, w

e are taken again into m
icroeconom

ics (m
arket theory)

and m
atter.; behind the supply curve (cost theory), as w

ell as (again) innovation, product differentiation,
trade practices, factor m

arkets, etc. T
hen it is back to m

acroeconom
ics, the business cycle and a discussion

	

of dem
and-stabilising interventions and selected supply-side policies, including a chapter on agricultural

m
arketing.

If readers gain the im
pression from

 the above that a loose-leaf collection of lecture notes m
ust have

fallen to the ground and w
as collected haphazardly, they share m

y feelings. M
ost of the topics one w

ould
w

ish covered are som
ew

here there, som
e several tim

es, but I w
as not able to detect a logical red thread

through the m
aterial or a logical progression from

 sim
ple, basic to m

ore com
plex ideas.

T
h

ere is p
ro

b
ab

ly
 m

u
ch

 m
erit in

 g
ettin

g
 aw

ay
 fro

m
 th

e artificial tex
tb

o
o

k
 d

ich
o

to
m

y
 b

etw
een

m
icroeconom

ics and 'm
acrom

echanics' (as has, for exam
ple, been quite successfully attem

pted in the
first-year text by C

raven, 1984). I w
ould have appreciated an arrangem

ent that intersperses the treatm
ent

of the big m
acroeconom

ic building blocks w
ith the m

icroeconom
ic foundations and the em

pirical-
institutional detail. B

ut such a logical approach is not perceivable in this book.

M
od

e of P
resen

tation

T
he text appears to m

e very w
ordy. It often takes a long tim

e to com
e to the point. T

his im
pression begins

right on page 1, w
here the authors prom

ise to tell us w
hat econom

ics is all about. Instead of being
presented w

ith a definition, w
e are first bom

barded w
ith a m

edley of quotes from
 other (and better)

textbooks. F
or m

y taste, the definition that G
B

 attribute to L
ord R

obbins w
ould have sufficed: `E

conom
ics

is the science w
hich studies hum

an behaviour as a relationship betw
een end and m

eans w
hich have

alternative uses' (1948:16).2 T
he readers of G

B
 are told only in repetitive, ram

bling passages on pages 3
to 5 w

hat the essence of econom
ics is. Instead of a crisp functional definition, the text drifts into a long

enum
eration of phenom

ena from
 production to regulation. P

roduction and distribution are repeatedly
m

entioned, but there is no indication of w
hether these tw

o aspects are m
ore or less im

portant than, e.g.
reg

u
latio

n
 'in

 th
e in

terests o
f certain

 g
ro

u
p
s' o

r n
atu

ral reso
u
rces.

N
o
r are w

e in
fo

rm
ed

 w
h

eth
er

production and distribution are tw
o separable activities - a highly relevant issue .3 N

o distinction is m
ade

in G
B

's enum
erative definition betw

een different logical categories, like objectives and m
eans, m

echa-
nism

s and institutions.
If I w

ere an uninitiated student w
ho has read the 28 pages of chapter 1, I w

ould not be able to give
a short answ

er to an exam
 question: 'W

hat.is econom
ics?' S

tudents should therefore be referred to the one
page in S

am
uelson-N

ordhaus w
hich answ

ers that question, and they m
ight as w

ell go on to read the first
13 pages of that book to be presented w

ith didactically excellent m
aterial on a range of im

portant, basic

1
0
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m
ethodological ideas that are likely to recur in the discussion of introductory econom

ics4 ... O
r, if one

d
islik

es a 'h
alf-lap

sed
 K

ey
n
esian

' tex
t lik

e S
am

u
elso

n
-N

o
rd

h
au

s (1
9
8
5
) o

n
e w

ill g
et co

n
cise, an

d
learnable, instruction on the first pages of H

eyne (1983), C
raven (1984) or A

lchian-A
llen (1983) (the latter

is not a high school text).
A

fter reading several chapters, the reader of G
B

 is, in m
y view

, likely to get the im
pression that

econom
ics is not about the hopes, fears, aspirations and creativity of real-life people and about m

oral and
practical problem

s in society, but a m
atter of abstract relations betw

een variables; of levers being pulled
in a m

achine; of a m
echanical rather than a m

oral and social science.
A

 consequence of the w
ordiness and lack of clear 'red threads' is that the text often ram

bles off
the pre-announced track, for exam

ple, w
hen w

e read in a chapter on A
ustralian econom

ic resources that
'the U

S
S

R
 possesses one of the largest supplies of hum

an resources' (p. 31), or w
hen the treatm

ent of the
capital stock is docum

ented by a breakup of the governm
ents' com

position of investm
ent flow

s. M
ore

generally, the text is frequently overburdened w
ith descriptive detail, m

uch of w
hich I find irrelevant for

high-school or first-year tertiary students. T
w

o random
 exam

ples m
ay illustrate this: O

n p. 602, w
e are

inform
ed on the size of w

heat stabilisation pools since 1945-6. O
n p. 60 and then again on p. 554, w

e are

	

presented w
ith a plethora of econom

ic policy objectives. T
he list of policy objectives given on p. 60

num
bers no less than 12 'fairly com

m
only accepted' objectives, and there is no indication of hierarchies.

A
re 'stable prices'5 m

ore or less im
portant than 'aid to developing countries'? Indeed, som

e of the goals
of econom

ic m
anagem

ent are in reality (highly dubious) m
eans of achieving them

, e.g. 'protection of
A

ustralian industry' or'greater governm
ent control over production'. M

any professional econom
ists and

citizens w
ould disagree w

ith G
B

's glib assertion that these goals are'fairly com
m

only accepted'. N
ot even

a super-hum
an governm

ent could m
eet so m

any conflicting
goals.

W
e are not inform

ed w
hether the

A
ustralian governm

ent pursues this long'w
ish list' of policy objectives ... S

tudents and teachers, w
ho w

ant
to learn about the basic issue of objectives in econom

ic policy, are (im
m

odestly) advised to read pp. 1-
14 in m

y ow
n introductory text (K

asper, 1982).
W

hen I get student assignm
ents that ram

ble on w
ordily and zig-zag ad hoc through facts that do not

lead to a conclusion, I tend to w
rite in the evaluation: 'In your next essay, think before you w

rite and take
m

ore tim
e to w

rite shorter!' I felt like w
riting the sam

e under each chapter of G
B

.
G

B
 present num

erous statistical and other tabulations, but quite a few
seem

edto m
e m

ore coincidental
to the m

ain argum
ent in the context in w

hich they w
ere used. T

here are also num
erous graphs. I strongly

believe in good, telling graphs as teaching and com
m

unication aids, but I personally found the style of
the graphs in this book not terribly attractive.

W
here long tim

e series are plotted, professional standards
require in m

y opinion sem
i-log scales. O

therw
ise, w

e get the (m
isleading) im

pression of accelerating
expansion (e.g. in the graph of exports and im

ports from
 1956 to 1976-7 p.562).

T
here are tw

o approaches to teaching in m
ost first-year courses and in m

ost texts, nam
ely:

•

		

to begin w
ith som

e em
pirical m

aterial or a m
oral issue and then to develop a theory that can assist

in structuring our thinking (deductive reasoning); or

•

		

to begin w
ith a sim

ple theoretical proposition and then apply it to com
plex evidence (inductive

reasoning).

F
requently, neither of these approaches is taken. Indeed, there is no m

ethod in the presentation that
lets the student expect a certain pattern of treatm

ent of a new
 topic. T

his adds to the overw
helm

ing
im

p
ressio

n
 I h

ad
 w

h
en

 read
in

g
 G

B
, th

at it is fairly
 m

u
d
d
led

. T
h
e co

n
stan

t zig
-zag

g
in

g
 b

etw
een

description, m
odels and references to authors (w

ho are unknow
n to the student and w

ho are often not
properly cited) greatly distracted m

e and detracts from
 clarity and readability.

T
he lack of clear, consistently applied theories serving as a backing for facts som

etim
es leads to odd

results.
F

or exam
ple, unem

ploym
ent is taken as the m

easure for the business cycle
(p

.5
5

5
).

T
his is at

variance w
ith w

idely accepted international practice, w
hich takes as the reference cycle either the rate of

capacity utilisation in industrial production (O
E

C
D

's practice) or som
e basket of indicators (K

asper,
1982:34-45).

O
nly populist opinion in A

ustralia looks at the rate of unem
ploym

ent, w
hich is a lagging

indicator.
U

sing unem
ploym

ent as a guide to anti-cyclical policy am
ounts to 'looking in the rear-vision

m
irror to drive a car' - very accident prone! If one uses unem

ploym
ent relative to unfilled vacancies as

G
B

 do (and neglects to distinguish betw
een trend and cycle in tim

e series analysis), one arrives at the
altogether im

plausible and counter-factual result that there w
as one huge record recession from

 1973-9

I
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(in F
igure 18.2 on p.555), a period at w

hose end everyone w
as talking of a second m

ining boom
!

T
h
e ad

 h
o
c m

o
d
e o

f p
resen

tatio
n
 freq

u
en

tly
 lead

s th
e read

er to
 p

o
p
u
list co

n
clu

sio
n
s w

h
ich

p
ro

fessio
n
al eco

n
o
m

ists w
o
u
ld

 n
o
t w

ish
 o

u
r h

ig
h
 sch

o
o
l stu

d
en

ts to
 m

ak
e. A

n
d
 th

e sh
u
n
n
in

g
 o

f a
consistent thread of theory through the text creates the - unw

elcom
e - im

pression that econom
ics is

an unsystem
atic collection of facts and a `not very scientific' discipline.

A
p

p
roach

 to th
e D

iscip
lin

e

In the 1990s, m
atters of basic econom

ic and social philosophy and value judgem
ents are high on the

agenda in our discipline. T
hey surface every day in topical new

spaper articles and rightly excite the
im

ag
in

atio
n
 o

f th
e y

o
u
n
g
 (b

e it in
 th

e W
est o

r th
e U

S
S

R
 an

d
 C

h
in

a). O
n
e w

o
u
ld

 th
erefo

re lik
e an

introductory text to alert and inform
 the beginning student about the various ideologies w

hich determ
ine

to a considerable extent `w
hat econom

ists think'. I for one w
ould like to see som

e explicit coverage of
the great and exciting battles of ideas in the past and the present.

T
o check on aw

areness about ideologies, I began - as a quick, first test - to search the (lengthy)
index for references to 'Sm

ith, A
.' and `M

arx, K
.' N

o reference to K
arl M

arx! T
w

o to A
dam

 Sm
ith! T

he first
w

as a casual, indirect quote from
 the solid 1963 (K

eynesian) textbook by R
eynolds. It did not suggest to

the uninitiated w
hy a certain A

dam
 S

m
ith should be m

entioned, and w
ho he m

ight have been. T
he second

(p.315) inform
s us: 'In 1976 (sic, in a fifth, revised edition!!!) A

dam
 Sm

ith in his treatise entitled
A

n E
nquiry

in
to

 th
e N

ature and C
au

se o
f the W

ealth of N
ations

set out to seek the causes and consequences of
econom

ic grow
th.' F

ull stop! P
eriod! N

o reference to the book w
hich m

ight have inform
ed the reader of

A
dam

 S
m

ith's tow
ering role and lasting influence in our discipline, or, at least, of the correct date of his

publication!
M

ore generally, few
 of the great books or the m

ajor econom
ists w

ho have shaped our
discipline are m

entioned, let alone properly cited.
T

his quick check having failed, I started to read for im
plicit value judgem

ents and im
plicit norm

ative
interpretations of the literature.

O
nce on the track of searching for im

plicit value judgem
ents, I found

num
erous im

plicit references to the value of collective action. W
e are, for exam

ple, inform
ed that the trade

unions are 'im
portant A

ustralian econom
ic institutions'.

W
e learn

 th
at th

e u
n
io

n
s w

ere cru
cial in

establishing the arbitration system
, but also that the real w

age is determ
ined by productivity. B

ut w
e do

not learn anything about the im
portant question of how

 the unions and the arbitration system
 have

affected productivity increases. Instead, the student is-presented w
ith a detailed, descriptive, and good-

natured w
rite-up ofunion and related organisations. T

he reader does not go aw
ay w

ith the understanding
th

at'th
ere is a m

ark
et fo

r lab
o
u
r, w

h
at really

 d
eterm

in
es su

p
p
ly

 an
d
 d

em
an

d
 in

 it, an
d
 w

h
y
 p

ro
fit-

m
axim

ising firm
s dem

and labour, given a certain state of the production apparatus. W
e only learn how

the labour m
arket is interfered w

ith. B
ut interference is not critically analysed as to its positive and

norm
ative consequences (e.g. unem

ploym
ent; access to opportunities for skill form

ation; freedom
 of

choice). T
he only theoretical relationship given in the labour context is the (I thought by now

 discredited)
P

hillips curve (p.392): 'T
here is certainly evidence of the operation of the P

hillips theory during the last
decade of A

ustralian econom
ic history.' - If 'last' is to m

ean latest, then a book printed in 1988 m
ust refer

to the 1980s, for w
hich I see no trace of evidence that the P

hillips curve holds. T
he sam

e is true of m
ost

of the 1970s (K
asper, 1985:14), the decade in w

hich em
pty-box K

eynesian 'm
acro m

echanics' (like the
P

hillips curve) w
ere largely discredited.6

A
nother area w

here one can norm
ally get a good feel for im

plicit, unreflected and often unintended
ideology in textbooks is the discussion of the m

arket m
echanism

. In G
B

, it takes no less than. 158 pages
till

w
e get to the 'price m

echanism
' (after w

e have read m
uch about production possibility frontiers,

circular flow
s and other, m

ore abstract, technical and less relevant concepts!). B
ut w

hat w
e get is only the

	

single m
arket w

ith supply and dem
and, nothing about the com

plex w
eb of m

arkets, and prices as social
signalling and co-ordination devices.'

L
ater, w

e read about the 'perfect m
arket', w

hich is presented as being the opposite to m
onopoly and

im
perfect com

petition.
W

e read that our sym
pathies are w

ith the sm
all firm

 (p.201), but that w
e should

judge m
arkets by perform

ance. W
e are not told, yet, how

 m
onopolies or'im

perfect' com
petitors perform

.
T

h
ree h

u
n
d
red

 p
ag

es later (p
.5

0
7
), th

ere is a sectio
n
 o

n
 o

lig
o
p
o
listic co

m
p
etitio

n
, w

h
ich

 m
ak

es -
am

ongst others - unqualified statem
ents that such m

arkets are characterised by a. high incidence of
takeovers and m

ergers, by price leadership and by the fact that 'oligopolists refrain from
 price com

peti-
tion'. In reality, som

e of the fiercest price battles are am
ongst the few

 suppliers! N
o aw

areness is show
n

of the interdependence of oligopolistic com
petition, innovation and/or regulation=

and-rent seeking (see

1
2
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for exam
ple K

asper, 1985:104-7), although S
chum

peter is m
entioned elsew

here in passing (e.g. p. 146).
In

d
eed

, th
e so

cio
-p

o
litical d

im
en

sio
n
 o

f co
m

p
etitio

n
 an

d
 th

e issu
e o

f p
u
b
lic ch

o
ice are ig

n
o
red

altogether." Instead, the student is invited (in the revision questions to C
hapter 16) to adduce evidence

for the statem
ent by W

heelw
right and M

iskelly that `A
ustralian m

anufacturing industry is know
n to be

heavily concentrated' (p.522). T
here is no cross connection to the im

portant A
ustralian issue of tariff

protection (irritatingly called `assistance'), w
hich is the crucial factor in m

aking A
ustralian industrial

oligopolists into non-innovative and non-com
petitive, because their m

arkets are uncontestable (K
asper,

1985:108-11). A
nd w

here tariffs are analysed, this is essentially done under
c
e
te

rrsp
a
rib

u
s

assum
ptions

w
ith no regard for the overall system

 effects of long-term
 protectionism

 (poor innovation; rent-seeking;
politicisation of allocation; slow

 econom
ic grow

th).
O

ne could quote num
erous other instances to support the conclusion that the book's vision of the

econom
ics discipline is one of im

plicit collectivism
/statism

 w
hich describes historically grow

n institutions
and unreflectingly quotes w

hat self-justification these institutions have offered. B
ut G

B
 does not offer a

critical analysis of the im
pact of A

ustralian institutions on the country's econom
ic perform

ance. A
s an

antidote to this im
pression, the reader w

ould be w
ell served w

ith an up-to-date, easy-to-read analysis of
the debate on policy reform

s in A
ustralia (like a new

 book edited by U
lyatt, 1989).

T
he student of the book by G

B
 w

ill not be taught critical thinking and alternative view
s but sim

ply to
accept the institutions as they are. I w

ould therefore recom
m

end that a book like M
. &

 R
. F

riedm
an (1980)

be prescribed as a supplem
entary text, both to sharpen the young intellect to the fact that econom

ics is
rooted in m

oral philosphy and to raise the students' interest in our discipline. O
r I w

ould put current copies
of

E
c
o

n
o

m
ic

 A
ffa

irs
into the school library. A

lthough this is a B
ritish bi-m

onthly publication, the articles
by prom

inent academ
ics on how

 to study for 'A
 L

evels' in econom
ics and how

 to think critically about
current econom

ic issues w
ould be a trem

endous supplem
ent to any introductory textbook .9

S
u

m
m

ary

I enjoy reading and review
ing textbooks, as I enjoy teaching first-year students or conveying to courses

of adult engineers or m
anagers som

e of the intellectual excitem
ent of our discipline - w

ith its positive
and norm

ative approaches, w
ith its relevance to our daily lives, and w

ith the fascinating com
plexities of

econom
ic life w

here everything depends on everything else. I w
ould have preferred to review

 an exciting
text (of w

hich there are m
any) and to engage in nitpicking on m

arginal issues or enter into violent
d
isag

reem
en

t o
n
 so

m
e cen

tral p
o
sitio

n
 in

 th
e tex

tb
o
o
k
. R

ead
in

g
 th

is b
o
o
k
 g

av
e m

e n
o
n
e o

f th
ese

pleasures.
W

hat I began to understand w
hen reading this text w

as this: W
hen teaching introductory econom

ics
in the only A

ustralian tertiary institution w
ith a representative intake of students from

 right across the
nation, I w

as puzzled that students, w
ho had done econom

ics at high school, fared less w
ell in E

conom
ics

1 than com
plete novices, irrespective of their S

tate of provenance. T
he answ

er m
ust be - I now

 presum
e

-that they have so m
uch to un-learn and often have been educated in just accum

ulating m
uch descriptive

k
n
o
w

led
g
e an

d
 u

n
related

 m
o
d
els w

ith
o
u
t th

e b
en

efit o
f an

 o
rd

erin
g
, co

h
esiv

e th
eo

ry
 an

d
 w

ith
o
u
t

instruction in norm
ative values. T

hey m
ay w

ell start w
ith a handicap as com

pared to the novice.
In an open m

arket for ideas, one has to m
easure a textbook against the international industry leaders.

If I take the thoroughly revised, new
 edition of S

am
uelson-N

ordhaus (op. cit.) as a standard for didactic
skill, clarity of presentation, and coverage of the subject (equal 100), I w

ould rate G
B

 on these attributes
at 35. If I take H

eyne or A
lchian-A

llen (op. cit.) as a standard (equal 100) for logical cohesion and
soundness, I have to rate G

B
 at 30. A

nd if I take B
aum

ol &
 B

linder (1988) as a standard (of 100) for interest
in controversial, topical policy issues and for getting students interested in the dram

a of econom
ic debate,

I
w

ould rate G
B

 at 25. T
he only advantage over these texts (w

hich each take quite differing ideological
approaches) is that G

B
 saves the lecturer the effort of digging up A

ustralian data and relating issues to
A

ustralian institutions.
B

ut w
hat is the point in getting outdated statistics w

hen so m
any trends have

changed over the past decade? A
nd w

hat is the point in getting outdated institutional description w
hen

econom
ic policy has been going through a revolutionary re-evaluation?

G
B

 is an ill-organised, w
ordily w

ritten, out-of-date collection of lecture notes that do not m
ake `a

book'. In large parts, it is boring. In m
any details it is inaccurate or one-sided, norm

ally not by intent, but
by om

ission or insufficient reference to basic principles. Its price of $43.00 seem
s steep for w

hat it has to
offer.M

y recom
m

endation to teachers and students: give it a m
iss!
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N
otes

P
rice-anxious students m

ay also like to order their books by m
ail from

 E
ngland or A

m
erica. M

any
overseas bookshops allow

 A
ustralian custom

ers to open accounts and air freight books here -
often 10-40 per cent cheaper than local prices, a decent m

argin for entrepreneurial teachers or
students!

H
ow

ever, it m
ay be w

orth know
ing that R

obbins cites here explicitly from
 M

enger and von M
ises.

E
very high-school and tertiary student ought to be m

ade fam
iliar w

ith the notion that a separation
of distribution from

 production and exchange leads to distortions and disincentives. E
very student

should be m
ade to read early in his studies: M

. and R
. F

riedm
an (1980:33-44), w

hich in m
y view

is still best value for m
oney on all counts for educating econom

ic citizens!

P
.A

. Sam
uelson &

 W
.D

. N
ordhaus (1985) chapter 1 introduces in easily readable form

 the definition
of the discipline, problem

s of m
easurem

ent, positive and norm
ative aspects, subjectivity and

testing of ideas.

G
B

 probably m
ean `price level stability', since stable individual prices cannot be an objective in

a continually changing econom
y.

E
very high school teacher w

ith a `paled-K
eynesian education' can greatly update his understand-

ing by perusing a highly readable little book by leading econom
ists: B

urton et al. (1986).

U
sers of G

B
, w

ho w
ant to m

ake good for this im
portant deficiency, are referred to M

. &
 R

. Friedm
an

(1980:31-37), the excellent C
hapter 4 in A

lchian and A
llen (1983) or C

hapter 4 in H
eyne (1983).

T
eachers w

ho w
ish to update them

selves quickly in these topical areas m
ight begin by reading

G
iersch (1989) and P

incus (1989).

E
conom

ic
A

ffairs
is published six tim

es
a year by the

Institute of E
conom

ic A
ffairs,

2 L
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orth
St., L

ondon SW
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$45 p.a.
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ed

b
y

J
o

h
n

 P
in

c
u

s
P

rofessor &
 H

ead of E
conom

ic
H

istory
D

ep
artm

en
t of E

con
om

ics, F
lin

d
ers

U
n

iv
ersity

, S
.A

.

F

U
IV

D
A

M
F

N
T

A
L

S
,

V
olum

e 1 has five som
ew

hat equal sized chapters after the Introduction, on five
`sectors': household, firm

s, financial, governm
ent, and overseas. E

ssentially, the first half of the book
is

m
icro, and the second m

acro (although som
e m

icro appears in the chapter on the governm
ent

sector). In the first chapter, the student gets a bit of m
icro 1, a bit of com

parative econom
ic system

s, and
a bit of m

acro (Y
=

C
+

I+
G

+
X

-M
; a circular flow

 diagram
 w

ith tax, im
port, and saving leakages). T

he
su

b
seq

u
en

t ch
ap

ters ten
d
 to

 b
eg

in
 w

ith
 d

efin
itio

n
s an

d
 b

asic statistical facts, w
ith

 fresh
 an

aly
tical

categories introduced as the chapter develops. Y
ou'd find there m

any, if not m
ost of the concepts in

introductory econom
ic texts. F

or exam
ple, in `T

he household sector', S
L

S
 define and illustrate the

population age pyram
id; labour force participation rates; discrim

ination; the difference betw
een A

B
S

 and
C

E
S

 m
easures of unem

ploym
ent; functional distribution of incom

e; L
orenz curve; real incom

e; C
P

I;
dem

and pull and cost push inflation; disposable incom
e; effective dem

and; substitutes and com
plem

ents;
law

 of dem
and; incom

e and substitution effect; shift versus m
ovem

ent along the dem
and curve; and

elasticity. C
learly, the book is designed to give the student access to the tools of econom

ic analysis, as w
ell

as to the chief A
ustralian institutional and statistical facts. It has few

 photos, som
e cartoons and m

any
graphs, figures and tables.

C
hapters O

ne and T
hree

S
L

S
 very clearly state that econom

ics is a social science, dealing w
ith people and their reactions (p.1).

S
urely a social science w

ould deal m
ostly w

ith interactions, not reactions. In keeping w
ith this opening,

S
L

S
 define econom

ics as `the study of the w
ay people react to the econom

ic problem
, that is the choice

of w
hat w

ants to satisfy'. S
o, econom

ics is about the choice betw
een com

peting ends; about rationing
scarce resources w

hen w
ants are unlim

ited; about opportunity cost; of course, opportunity cost existed
for R

obinson C
rusoe in the tim

e before M
an F

riday arrived, but there w
as then no social interaction, no

exchange. B
ecause S

L
S

 adopt L
ord R

obbins's definition of econom
ics, there is very little in their book

about the gains from
 those social interactions that econom

ists call `exchange' or `trade'.
I

am
 not here trying to m

ake an ideological point (e.g., that S
L

S
 should have stressed the great

superiority of free enterprise and so on). R
ather, the point is that by adopting a definitional approach to

econom
ics, and one in w

hich the econom
ic system

 is evaluated in term
s of its functions', S

L
S

 m
iss alm

ost
entirely the excitem

ent of econom
ics as analysis. T

hey reduce it to lists of definitions or of facts to be
learned.

T
ake the fundam

ental notions of A
dam

 S
m

ith (w
ho does not appear in the index; J.M

. K
eynes does,

as the sole exam
ple of a person appearing in the index as an author). S

m
ith is credited w

ith seeing that
profits are vital to the firm

 and to the w
orking of the econom

ic system
 (p.159). W

e are carefully told that
m

ost of w
hat is com

m
only called `profits' is really w

ages (of the proprietor) or interest or land rents, and
that `true' profits are returns over and above these (pp. 11, 78). H

ow
ever, w

e are also told that `the profits
actually m

ade depend in large part on the extent to w
hich firm

s can m
anipulate supply and dem

and in
the m

arket' (p.159). T
here is very little to indicate w

hat S
m

ith had in m
ind w

hen he w
rote about profits.

T
he reader does not learn, from

 S
L

S
, that S

m
ith believed that profits w

ere invested rather than consum
ed,

w
hereas rents tended to be spent on luxuries, display, etc. N

or is there any prom
inent discussion of the

role of profits as a signal to entry, as in S
m

ith's notions about how
 com

petition drives rates of profittow
ards

2
2



I

P
R

O
F

E
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S
O

R
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H
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IN

C
U

S

equality across fields: A
ll I could find are tw

o sentences on p.228.
Sm

ith reappears in the section about the changing role of governm
ent (p.235), w

here he is presented
as ad

vocatin
g a lim

ited
 govern

m
en

t - law
, ord

er, d
efen

ce, som
e p

u
b

lic w
ork

s - an
d

 an
 `u

n
p

lan
n

ed
'

econ
om

y of a k
in

d
 w

h
ich

 n
ever existed

. T
h

e rap
id

 rate of econ
om

ic an
d

 in
d

u
strial p

rogress w
h

ich
coincided w

ith an era of lim
ited governm

ent (`less governm
ent intervention ... than at any tim

e before or
since') gave credence to Sm

ith's belief in the invisible hand of the price m
echanism

 and the profit m
otive

to solve the econom
ic problem

 (p.235). L
est the unw

ary regard an era of rapid econom
ic progress in too

favourable a light, SL
S at once claim

 that, during that era the less fortunate of E
urope w

ere exploited to
a large extent by those w

ith econom
ic pow

er. B
ut lo, along com

es the w
hite knight, G

overnm
ent, to

protect and educate w
orkers, to regulate business and foreign trade,. and so on, in order to m

inim
ise the

suffering of the poor and to assist further w
ith econom

ic grow
th. T

he distinct im
pression given is that gov-

ernm
ent, not enterprise, raised living standards. W

hat w
ould a student m

ake of the phrase'invisible hand',
as used in SL

S?
W

ou
ld

 h
e or sh

e get even
 a h

in
t th

at S
m

ith
 h

ad
 u

n
covered

 su
rp

risin
gly d

esirab
le

characteristics of a social m
echanism

, com
petition; for harnessing selfishness? O

r m
ade to w

onder at the
am

azing feats of social coordination achieved by the m
arket m

echanism
? N

o. F
or although SL

S's
F

u
n

d
a

-

m
en

ta
ls

is by
no m

eans stridently anti - m
arket, it is w

eak or tim
id in its presentation of w

hat the m
arket

m
echanism

 offers, and naive in its discussion of the alternatives.
T

here is no chapter on m
arket m

echanism
s and little on gains from

 trade
(chiefly

pp.295
- 9). P

reced-
ing the traditional diagram

 of supply, dem
and and a m

arket clearing price in perfect com
petition

(p.169),
is a long w

arning that the m
odel has unrealistic assum

ptions and applies only to a few
 w

holesale produce
m

arkets and the share m
arket; and it is succeeded

quickly by
a long discussion of m

onopoly and so on.
B

ecause perfect com
petition does not exist in practice, 'G

overnm
ents have to intervene in a m

arket
econom

y to achieve social goals'
(p.176)

or 'to bring about the results that are "best" for the com
m

unity'
(p.177).

C
h

ap
ters F

ou
r to S

ix

In alm
ost every discussion of governm

ent, it is beneficent and potent. it protects 'the w
hole com

m
unity',

consum
ers (e.g., by setting up public enterprises to com

pete w
ith private ones), producers (farm

ers 'at
the m

ercy of the free m
arket system

', p.261), and am
eliorates, chiefly by redistribution, the'vast inequali-

ties' of incom
e in A

ustralia (p.264; see also pp. 26,81 on'great inequality'). In all this it seem
s to do a good,

alm
ost perfect job. Y

es, there are som
e unintended consequences of otherw

ise sensible actions - the
fringe benefit taxes, designed to spread the tax burden m

ore evenly, hurt the car industry (pp. 259, 285).
B

ut by and large all that stops governm
ent from

 doing even m
ore good are som

e federal constitutional
barriers (e.g., on a prices and incom

es policy); som
e institutional lim

itations (e.g., B
H

P
 is a m

onopoly; big
unions exist - no hint that either ow

es som
ething to governm

ent); too sm
all a budget for the B

ureau of
S

tatistics. Interestingly, half a page is devoted to'political lim
itations': A

ustralia has a'dem
ocratic' system

of governm
ent by w

hich citizens, through their elective representatives, 'share in the governm
ent of the

country' (p.286). I w
ondered about the quote m

arks around 'dem
ocratic'.

T
w

o substantial criticism
s, of public policies follow

ed in A
ustralia, concern financial regulation and

	

im
port protection. F

inancial regulation (pp.217-219) is presented as a consequence of the 1936 R
oyal

C
om

m
ission and the collapse of several banks in the 1930s. B

riefly w
e are told that regulation spread to

non-banks, and that loan rationing harm
ed low

 incom
e earners both as lenders and as borrow

ers. A
 brief

history of financial deregulation is recounted. O
n tariffs etc., (pp.300-14), the student is firm

ly told that
few

 standard argum
ents for protection have any econom

ic validity (p.303: S
L

S
 go so far as to claim

 that
protection cannot preserve jobs except tem

porarily, because of the rise in costs caused elsew
here -

D
ixon defeats B

rain).

T
yp

es of E
con

om
ic S

ystem
s

W
hat are the alternatives to consum

er and voter sovereignty? T
hese include central planning w

hich, w
e

	

are told, encourages high rates of econom
ic grow

th, reduces w
aste of resources, generates a m

ore equal
distribution of incom

e, produces m
ore essential goods (like heavy engineering) and few

er luxuries (e.g.
cars: see p.30 if you doubt m

e!) and does not suffer the extrem
e trade cycles w

hich beset the m
arket

econom
y (pp.29-30). T

his is a catalogue of nonsense (m
ade only slightly less ridiculous by the list of

disadvantages of central planning in w
hich w

e are told that'T
he planners som

etim
es lose touch w

ith w
hat

2
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consum
ers w

ant' (p. 31). B
y setting dow

n lists of advantages and disadvantages for both system
s, and by

the `even handed' sum
m

ary (p.33) and by posing at the end of the section the question `O
utline the w

ays
in w

hich the m
arket econom

ies and centrally planned econom
ies are becom

ing m
orc'sim

ilar' (Q
.7,

p.33),
SL

S surely leave the studentw
ith the im

pression that central planning offers a real and attractive alternative
to the m

arket form
 of organisation.

M
acroecon

om
ics

O
n m

acroeconom
ics, S

L
S

 take the standard K
eynesian line; the book is innocent of m

onetarism
, or of neo-

K
eynesianism

, let alone of rational expectations. Inflation is cost-push or dem
and-pull. D

eficit spending
raises aggregate dem

and and incom
e. P

ublic debt is not bad (except for som
e possible crow

ding out).
In

 fact, th
e in

terest liab
ility

 is n
o
t as b

ig
 a b

u
rd

en
 o

n
 g

o
v
ern

m
en

t as o
n
 o

th
er b

o
rro

w
ers b

ecau
se

governm
ents can borrow

 cheaply (here they confuse the burden of $i in interest w
ith the burden of

servicing $B
 of borrow

ing); because tax is paid by people w
ho receive interest incom

e, so the net cost to
governm

ent is low
 (it is not clear over w

hom
 this gives governm

ent a com
parative advantage in borrow

-
ing) and that public debt is usually spent on infrastructure w

hich lifts taxable incom
es and tax receipts in

the future (a sort of bootstraps theory). T
here is no discussion of the H

aw
ke governm

ent's `accord' w
ith

th
e
 A

=
.

C
o
n
c
lu

sio
n

S
om

e of the harm
 that this book could cause is that students w

ill get the im
pression that econom

ics is
boring. V

olum
e 1 of

F
u
n
d
a
m

e
n
ta

ls o
fE

c
o
n
o
m

ic
sis

like an extended dictionary of econom
ic term

s, rather
than an introduction to analysing econom

ic issues. F
or all I know

, m
any students m

ight find the book itself
interesting, especially those w

ho like to learn lists of facts.
W

hat it does not do is to use econom
ic concepts

often enough to m
otivate the student beyond the desire to pass the exam

ination. E
conom

ic ideas are m
ade

to live. L
et m

e illustrate w
ith the concept of elasticity of dem

and (pp.102-7). W
ith the exception of a single

sentence -'If they raise the price of their goods, and dem
and is elastic, it w

ill contract to such an extent
that revenue w

ill be less'- there seem
s to be no application using dem

and elasticity for w
hich the notion

of slope w
ould not have sufficed (i.e. of dg\ dp or its inverse). A

 single sentence is scant rew
ard for learn-

ing the concept of elasticity. (T
he m

inim
al use m

ade of elasticity, as opposed to slope, m
ay have caused

S
L

S
 to m

ake the technical error in this section. A
fter presenting perfectly inelastic and perfectly elastic

dem
and curves, and after show

ing in one diagram
 three parallel dem

and curves in order to indicate that
at any chosen price they have different elasticities, S

L
S

 illustrate (less than perfectly) inelastic and elastic
dem

ands by m
eans of a steeper and a flatter dem

and curve; unfortunately, for the latter ('elastic') they draw
attention to a price quantity com

bination at w
hich dem

and is in fact inelastic: F
ig. 2.24(b), E

lastic dem
and,

	

... ination p.2 Q
.2).

W
hen elasticity could be used again, SL

S om
it it: e.g., Fig 6.9, on tariffs, show

s the partial
equilibrium

 consum
ption effect and the production effect and so on. T

he text does not refer the reader
to elasticities; and again, nothing in the discussion of F

ig. 6.11 show
s the effects of a subsidy on dom

estic
supply of an im

portable good.
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h
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a
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n
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R
e
v
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w
e
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b
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ills
D

e
p
a
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e
n
t

o
f E
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n

o
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M

o
n

a
sh

U
n
iv

e
rsity

, V
ic

to
ria

S
P

E
A

K
IN

G
 o

f E
co

n
o
m

ics
is specifically w

ritten to cover the core syllabus of the current V
ictorian

C
ertificate of E

ducation (V
C

E
) E

conom
ics course. T

hus, this review
 is as m

uch a review
 of the

V
ictorian core syllabus as of M

orris' text.
A

bout 5000 candidates, of w
idely differing abilities, have sat the V

C
E

 E
conom

ics exam
 in recent years.

W
ith the state planning to increase retention rates at Y

ears 11 and 12, both num
bers and the range of

abilities are likely to increase in the future. M
any of these students are not capable of achieving academ

ic
results close to university entrance standards.

M
any w

ill go direct from
 Y

ear 12 to em
ploym

ent in
com

m
erce and industry. T

hese are the realities confronting Y
ear 12 E

conom
ics course planners and

textbook authors. H
ow

 w
ell do they convey the central ideas of econom

ics, its specialised vocabulary,
and a m

odest understanding of the operation and problem
s of actual econom

ies to the body of students
just described?

T
he V

C
E

 E
conom

ics course objectives are set out in the course description booklet published by the
V

ictorian Institute of S
econdary E

ducation in 1986. T
hey are consistent w

ith the objectives suggested
above, albeit m

ore am
bitious.' T

he core syllabus covers econom
ic system

s, in particular the A
ustralian

econom
ic system

, A
ustralian econom

ic policy objectives, and m
acroeconom

ic policy in A
ustralia. It om

its
m

icroeconom
ics, or at least substantive discussion of how

 individuals, firm
s and governm

ents m
ake

choices.
T

he em
phasis on m

acroeconom
ic policy is understandable, given its prom

inence in the m
edia, and

the desire of course planners to m
ake the course seem

 interesting and relevant. (I am
 told that students

like the course for these reasons.) It is a disaster educationally. S
tudying m

acroeconom
ics w

ith no
inform

ation about choice behaviour is roughly equivalent to studying the w
eather w

ith no know
ledge of

m
athem

atics or physics. A
 student could read

S
peaking of E

conom
ics

cover to cover and never realise
th

at eco
n
o
m

ics is u
ltim

ately
 co

n
cern

ed
 w

ith
 th

e ch
o
ices o

f p
eo

p
le o

f flesh
 an

d
 b

lo
o
d
. In

terest an
d

apparent relevance are achieved at the cost of elem
entary econom

ic literacy.
T

he strong criticism
 just m

ade w
ill be am

plified below
. B

efore proceeding to chapter and verse, I
reiterate that, w

hile
S

peaking ofE
conom

icsis
the im

m
ediate target of this review

, the V
C

E
 course planners

are responsible for m
any of its deficiencies. T

he textbook w
riter m

ust adhere to the syllabus to achieve
com

m
ercial success, and I w

ill argue that the chosen syllabus is seriously flaw
ed.

M
acroecon

om
ic P

olicy V
ersu

s C
h

oice B
eh

aviou
r

T
ertiary courses and texts in m

acroeconom
ics devote m

uch tim
e and space to specifying the behaviour

of the individuals and groups w
ho together determ

ine aggregates such as national output and em
ploy-

m
ent. T

he V
C

E
 course planners have decided, correctly, that m

acroeconom
ic analysis based on explicit

behavioural m
odels is too abstract, com

plex, and tim
e consum

ing for Y
ear 12 students. N

evertheless, they
have stuck to A

ustralian m
acroeconom

ic policy as the centrepiece of the course.
In the case of

S
peaking of E

conom
ics,

this has tw
o serious consequences. F

irst, the discussion. of
m

acroeconom
ic policy, shorn of m

ost of its behavioural underpinnings, tends to degenerate into recipes
w

hich list the levers to pull if the governm
ent w

ants a particular result. S
econd, the m

acroeconom
ic

discussion crow
ds out substantive discussion of individual choice and of m

arkets as signalling and
incentive system

s.

3
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E
con

om
ic S

ystem
s

(C
hapter 1, pp.9-21, C

h.2.)

M
orris devotes considerable space to descriptions of econom

ic decision-m
aking in centrally adm

inistered
socialist econom

ies, in particular the S
oviet U

nion, and m
arket capitalist econom

ies, w
ith A

ustralia as an
exam

ple of a contem
porary (m

ixed) m
arket capitalist econom

y.3
T

he descriptive m
aterial is doubtless interesting to m

any students, but M
orris' classification of

econom
ic system

s according to ow
nership (private or state) and locus of decision-m

aking ('m
arket' or

g
o
v
ern

m
en

t) (p
p
.9

-il), d
o
esn

't h
elp

 stu
d
en

ts u
n
d
erstan

d
 h

o
w

 th
ey

 w
o
rk

. S
ig

n
allin

g
 o

f w
an

ts an
d

	

supplies and incentives to respond to those signals are the crucial elem
ents of any econom

ic system
!

M
orris says nothing about signalling m

echanism
s; he recognises the im

portance of incentives (e.g. p.12),
but fails to note the dependence of incentives on ow

nership rights.
T

he description of the functioning of the contem
porary A

ustralian econom
y lacks perspective, in part

because there is no description of the overall structure of the econom
y, to indicate the econom

ic and
political im

portance of the various players consum
er/taxpayers, sm

all business, big business, unions and
governm

ents. M
orris concentrates on the latter three, reinforcing the view

s of m
ost politicians and m

edia,
that only the big players m

atter.
T

h
e lack

 o
f p

ersp
ectiv

e is m
o
st o

b
v
io

u
s in

 th
e d

iscu
ssio

n
 o

f th
e p

o
w

er o
f larg

e co
rp

o
ratio

n
s.

C
oncentration ratios are given w

ithout any inform
ation about possibilities of entry by other dom

estic or
overseas firm

s. N
or is there any m

ention of governm
ent-created barriers to entry as a source of m

arket
pow

er.
A

nother reason for the lack of perspective on the A
ustralian econom

y is failure to consider the
o
b
jectiv

es an
d
 b

eh
av

io
u
r o

f in
d
iv

id
u
als in

 g
o
v
ern

m
en

t. O
th

er acto
rs - u

n
io

n
s, co

rp
o
ratio

n
s - are

assum
ed to pursue selfish interests, but governm

ent is assum
ed to be purely altruistic (pp.56-8). T

he
inconsistency of these assum

ptions, and the incongruity of the second assum
ption in the face of daily

m
edia coverage of goverm

ent actions, are ignored.

M
acroecon

om
ic O

b
jectives an

d
 P

erform
an

ce C
riteria

(C
hapter 3)

M
orris provides com

prehensive explanations of the generally accepted goals of m
acroeconom

ic policy-
p
rice stab

ility
, fu

ll em
p
lo

y
m

en
t, stab

ility
 o

f fo
reig

n
 ex

ch
an

g
e reserv

es o
r th

e ex
ch

an
g
e rate, rap

id
econom

ic grow
th, and a relatively even incom

e distribution. H
e discusses definitions, m

easurem
ent, the

effects of poor perform
ance and A

ustralian trends in the years to 1987-88. M
orris is at his best w

ith this
m

ainly descriptive m
aterial. H

ow
ever, as m

entioned above in respect of the balance of paym
ents and the

exchange rate, now
here in the book is there an adequate exposition of the econom

ic forces determ
ining

any of the target variables. M
orris is at pains to present argum

ents both for and against econom
ic grow

th,
presum

ably in the interests of 'balance' (pp.117-22). S
uch discussion w

ould be m
ore appropriately

included in his earlier consideration of the lim
itations of G

D
P

-based grow
th m

easures, thus avoiding the
im

pression that zero or even negative grow
th m

ight be a sensible governm
ent objective. In discussing

the advantages and disadvantages of equality, he recognises the link betw
een governm

ent redistribution
and incentives, but states that the precise m

otivational im
pacts of redistributional m

easures are unknow
n.

T
he extent of tax evasion and avoidance in A

ustralia goes unrem
arked.

M
acroecon

om
ic R

elation
sh

ip
s

(C
hapter 4)

C
hapter 4 is devoted to explaining determ

inants of aggregate dem
and, the volum

e of m
oney, w

ages and
o
th

er p
rices in

 th
e A

u
stralian

 eco
n
o
m

y
, an

d
 lik

ely
 in

flu
en

ces o
f each

 o
f th

ese o
n
 p

rice stab
ility

,
em

ploym
ent and external stability. A

s in chapter 3, M
orris docum

ents the recent A
ustralian experience

and the descriptive m
aterial is w

ell presented. T
he gist of the K

eynesian and M
onetarist theories of

aggregate dem
and determ

ination is presented, w
ith m

inim
al behavioural underpinnings. S

upply-side
theory is m

entioned,* in connection w
ith the determ

ination of w
ages and prices and hence production
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D
R

 IA
N

 W
a
ss

costs by the A
rbitration C

om
m

ission, unions, business and governm
ent, but w

ith no clear explanation of

	

producer behaviour, the determ
ination of aggregate supply is obscure. M

orris presents a form
al m

odel
depicting aggregate dem

and and aggregate supply and the determ
ination of national output and the price

level in an appendix, but the behavioural basis for the m
odel is so slim

 that it w
ill m

islead and confuse .5

	

T
eachers using

Speaking ofE
conom

icsw
ould

be better advised to concentrate on the descriptive m
aterial

in chapters 3 and 4, and the goals and behaviour of the m
ain actors involved.

M
acroecon

om
ic P

olicies

(C
hapters 5, 6, 7, 8.)

P
arts of these

chapters
are devoted to descriptions of governm

ent
policy

instrum
ents and determ

inants

of A
ustralia' s

recent grow
th and distributional perform

ance, the rem
ainder to describing

the likely effects

of policies.
A

s before, the descriptive
m

aterial is unexceptionable.
H

ow
ever, in

 th
e ab

sen
ce of

behavioural m
odels w

hich
enable students to trace causes and effects, the book is likely to

encourage rote

learning of the lists of outcom
es

attributed
to each policy instrum

ent.
S

uch behaviour w
ill be reinforced

by the academ
ic

pressures
of Y

ear 12. T
o

m
ake m

atters w
orse, policy instrum

ents are discussed one at
a tim

e, and related to
on

e econ
om

ic
objective

at a tim
e, so that the

student gets
no feel for tradeoffs am

ong

policies and
objectives.

T
he last brief chapter does

discuss
tradeoffs betw

een objectives. T
his m

aterial should com
e before

or together w
ith the

discussion
of the effects of

policies.
G

iven the difficulty of a genuinely
analytical

approach
to m

acroeconom
ic

policy, it w
ould still be

possible to convey a feel
for its com

plexities
and tradeoffs by giving a blow

-by-blow
 account of the

p
ro

b
lem

s an
d
 p

o
licy

 o
p
tio

n
s

of recen
t years.

T
h
is w

o
u
ld

 h
av

e
several advantages over M

orris'
presentation.

It w
ould

better integrate
the recent

data
dispersed through chapters

3 to 8.
It could be tied

to a clear description
of the structure of the econom

y, the m
ajor players, and their behaviour,

since the

required descriptive
m

aterial is readily accessible to students through statistical
publications and the

m
edia.

It w
ould

also facilitate critical exam
ination of the m

otivations of individuals in governm
ent. A

nd
finally, although

lacking
a firm

analytical base, itw
o
u
ld

illum
inate

the tradeoffs
and uncertainties

inherent

in m
acroeconom

ic
policy

m
aking.

L
acking a

firm
behavioural basis, M

orris's discussion of policy leaves som
e outcom

es unexplained,
for exam

ple, political pressures on governm
ent

budgetary
decisions

(p.236)
and the determ

ination of
interest rates and exchange rates

by `m
arket forces'

(p.248).
H

e ignores
the conflict betw

een w
ages and

incom
es policies, as partially im

plem
ented

by the A
rbitration

C
om

m
ission and the P

rices Surveillance
A

uthority, and the
signalling role of prices in a m

arket
econom

y, and also the m
onitoring

difficulties faced

b
y
 su

ch
 p

u
b
lic b

o
d
ies. A

n
d
 th

ro
u
g
h
o
u
t

he adheres
to the view

of governm
ent

and public
bodies as

im
p

erson
al an

d
 om

n
iscien

t d
ecision

 m
ak

ers: th
u

s, on
 p

age 284, h
e su

ggests
that governm

ent should

encourage
firm

s
to specialise in areas

w
here A

ustralia has
cost advantages, and m

ay
help to prom

ote

efficiency by selecting
industries to be encouraged

by 'tem
porary' positive incentives - Senator B

utton's
and M

r. D
aw

kins' 'picking
w

inners'
policy to a T

.
O

ne w
onders w

hether M
orris

appreciates the relationship betw
een electors and governm

ent in a
dem

ocracy.
O

n page 298, discussing
w

hy no
governm

ent
has pursued

the goal of absolute
equality, he

states 'governm
ents cannot afford

to upset their
electors w

ho generally appear to tolerate a degree of
incom

e
inequality'.

T
here is

no recognition that governm
ents in A

ustralia are supposed to represent
electors.

P
resen

tation

M
orris w

rites clearly.
T

he style
is

w
orkm

anlike rather than inspired.
Speaking of E

conom
ics

appears to
be purposely w

ritten to get the average student through the core exam
ination under the current V

C
E

syllabus; it is unlikely to arouse interest or excitem
ent in students.

T
h
ere

are no m
em

orable quotes,
anecdotes or interesting exam

ples of econom
ic controversies or policy outcom

es to lighten students'
w

eary w
ay through Y

ear 12. N
or

is there any m
ention of the w

ork of prom
inent A

ustralian econom
ists,

such as C
olir3

C
lark.

M
orris does not cite any references for additional reading on the topics discussed,

so that the
b
o
o
k

provides no guidance for further
study of

econom
ics.

M
orris provides com

prehensive sum
m

aries and lists of vocabulary at the end of each chapter, and a

3
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T
H

E
 E

E
R

C
 S

E
C

O
N

D
A

R
Y

 E
C

O
N

O
M

IC
S

 T
E

X
T

B
O

O
K

 R
E

V
IE

W
S

36-page econom
ics dictionary at the end of the book. E

ach chapter is follow
ed by lists of m

ultiple-choice
and essay questions representative of V

C
E

 exam
 questions in recent years. T

he questions test recall and
basic understanding of the m

aterial in the text, ratherthan application of general principles. T
he dictionary

provides a com
prehensive listing of m

acroeconom
ic term

inology, but coverage of m
icroeconom

ics term
s

is less com
plete, and the definitions are not free of errors - for exam

ple, collective goods are defined as
`output generally m

ade available to the com
m

unity by the governm
ent'. N

otable om
issions include

property rights, nom
inal versus real values, resource substitution, crow

ding out and nom
inal and effective

rates of protection. It w
ould help the reader if all dictionary term

s w
ere included in the index, enabling

quick location in the text.

C
on

clu
sion

it w
ould be difficult to w

rite a textbook of m
anageable size w

hich adequately covered the V
C

E
 syllabus

and the econom
ic w

ay of thinking about hum
an behaviour. M

orris has not achieved this. S
peaking of

E
conom

ics does a reasonable job of describing A
ustralia's m

acroeconom
ic environm

ent, of explaining
econom

ics term
inology, and probably of helping students to pass V

C
E

 E
conom

ics exam
s. It fails to

adequately explain the central ideas of econom
ics, the operation of actual econom

ies and reasons w
hy

econom
ic policies succeed and fail. Its failure is substantially due to the orientation of the current V

C
E

course, w
hich requires the study of m

acroeconom
ics w

ithout exam
ining the behaviour of the individuals

and groups (including governm
ent) w

ho together determ
ine A

ustralia's econom
ic perform

ance.
A

s they stand, it is arguable that the course and M
orris's text do econom

ic literacy m
ore harm

 than
good. Im

provem
ents based on the current syllabus w

ill not greatly help m
atters; w

hat is required is a shift
in course and text focus tow

ards m
icroeconom

ics.

N
otes

T
he E

conom
ics course description lists the follow

ing specific course objectives:

•
an introduction to various concepts and techniques used by econom

ists;

•
a w

orking understanding of som
e of the im

portant econom
ic institutions and behaviour in our

society; an understanding of the distinction betw
een a governm

ent's aim
s and the policies it uses

to achieve those aim
s, as w

ell as the distinction betw
een a criticism

 of that governm
ent's aim

s and
a criticism

 of its policies;

•
an understanding of the nature of abstractions, assum

ptions and analyses; and of our inability to
com

prehend the com
plex 'real w

orld' except through such abstractions;

•
an attitude of enquiry tow

ards the nature of the real w
orld, and an attitude of reserve or caution

tow
ards econom

ic generalisations and predictions;

•
an introduction to sources of econom

ic data, to statistical definitions, and to the interpretation of
statistical inform

ation.

	

O
f these, the objective of conveying an appreciation of abstract econom

ic m
odels, and of the analytical

use of such m
odels, seem

s am
bitious, given the academ

ic abilities of m
ost Y

ear 12 E
conom

ics students.
E

xplanations of the nature of scientific theories are given in R
ichard G

. L
ipsey, P

aul C
. L

angley, and
D

ennis M
. M

ahoney,P
ositive E

conom
ics forA

ustralian S
tudents,

W
eidenfeld and N

icolson, L
ondon,

1981, and P
aul H

eyne,
T

he E
conom

ic W
ay of T

hinking,
5th edn., S

cience R
esearch A

ssociates,
C

hicago, 1987, C
hapter 1.

S
hort sections on Y

ugoslavia and N
azi G

erm
any, as exam

ples of other econom
ic system

s, are too brief
to be of m

uch educational value.

3
4


