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My arguments developed theoretically in: 
The Irreconcilable Inconsistencies of 

Neoclassical Macroeconomics:  
 A False Paradigm 2012    
 (Routledge Frontiers  
 of Political Economy) 



Troglodyte 

1 Someone who lives in a cave. 
2 A person considered to be reclusive, 

reactionary, out of date, or brutish. 



Stiglitz & Walsh, Principles of Macroeconomics 

"Thinking like an economist” 
 One of the most important points on 
which economists agree concerns the 
critical role of scarcity. We can 
summarize this point as follows: There is 
no free lunch. Having more of one thing 
requires giving up something else. 
Scarcity means that trade-offs are a basic 
fact of life. [emphasis  added] 
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Lionel Robbins specifies  
the “economic problem”:  

 Economics is the science which studies 
human behaviour as a relationship between 
given ends and scarce means which have 
alternative uses.  
 (Robbins, An Essay on the Nature and Significance of 
Economic Science (London: Macmillan 1932), p16) 



J M Keynes specifies the problem   
 When I began to write my Treatise on Money I 
was still moving along the traditional lines…I 
had made some progress towards pushing 
monetary theory back to becoming a theory of 
output as a whole.  But my lack of 
emancipation from preconceived ideas showed 
itself in what now seems to me to be the 
outstanding fault of the theoretical parts of that 
work, that I failed to deal thoroughly with the 
effects of changes in the level of output.  
 (Keynes, The General Theory, 1936, vi-vii, emphasis added)  



Analysis of Scarce resources  
Versus 

Analysis of idle resources 
 

Equals >> 



Astrology versus Astronomy 
(It is for real, go to www.astrology.org.uk) 
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Alchemy versus Chemistry  

(also for real,www.alchemystudy.com)   
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Resources are not scarce. 
Jobs are scarce  

(especially those that pay above the poverty level) 



Why is it important that  
resources are not scarce? 



 Scarcity is the basis of all mainstream 
economic theory.  
 No important mainstream theoretical 
conclusion survives in the absence of 
scarcity.  
 (aka Full Employment of Labour) 



Example 1: Freedom of Choice 
Assertion: 

 “Free” markets offer people choices among 
where to work and goods & services. Through 
these choices they obtain the maximum benefit 
from their income. 

Small print: 
 Requires full employment, otherwise no job 
choice for some or many, and consumption 
“choices” becomes choices among basic 
necessities.  



 
 
 
 
 
 

 In its majestic equality, the law forbids rich and 
poor alike to sleep under bridges, beg in the streets 
and steal loaves of bread. 
 - Anatole France, Le Lys Rouge 1894 



Example 2: Austerity 
Assertion: 

 Like a household, the UK government must live 
within its means. If not, its borrowing will discourage 
private investment & alarm capital markets. 

Small print: 
 1. When the economy is fully employed, more 
spending by the government means less by the private 
sector. 
 2. Financial markets are not dominated by a few large 
speculators; they correctly price assets. 



The Headline: 



Ideologically  
narrowing parables 



 
Theoretical principle: 
At full employment Money is neutral. 
 
 The economy is always at or adjusting to 
full employment. Therefore, inflationary 
pressures are fully explained by the analysis 
of money. 
 - Non-monetary economic factors irrelevant 
(“heterodox” economics irrelevant) 
 - Social & political factors irrelevant (other 
disciplines need not apply) 



THE PRINCIPLE IS FALSE 

Money is neutral at full employment 
IFF 
1 the economy produces only one commodity. 
2 the monetary sector has no bonds. 

 [Neutrality of money requires that the 
economic system be homogeneous of degree 
zero – the Walrasian market clearing 
condition] 



Theoretical principle: 
There is negative relationship between 
level of employment & the real wage. 
 
 Trade unions & minimum wages cause 
unemployment and may raise prices for 
commodities bought by the poor (Walmart 
effect). 
 Heterodox economic analysis not merely 
irrelevant, it is wrong & pernicious). 
 Other disciplines have no contribution to make. 



THE PRINCIPLE IS FALSE 

 There is negative relationship between level 
of employment & the real wage 
 IFF 
  1 the economy produces only one 
commodity. 
 2 the economy is at full employment (real 
wage is not an adjustment price). 



False theoretical principle: 
The public sector should do only what the 
private sector cannot do, or those things that 
correct market failures. 
 
 Markets efficiently reflect individual 
preferences among commodities, between work 
& leisure, and between expenditure & saving. 
 Therefore, taxation reduces personal welfare 
even when limited to necessary functions. 
 Heterodox analysis is wrong and no insights 
come from other disciplines. 



THE PRINCIPLE IS FALSE 
 The allegation of efficient operation of markets 
derives from Pareto Optimality, which holds 
IFF 
 The economy is at full employment 
 and others two numerous to list. 

 
  
   



In summary: 
the two great pillars  
of troglodyte theory 

Scarce resources (tradeoffs & 
choice) 

Competition is good (more is 
good, stabilizing process) 



What should economics be? 

I propose: 
 Economics is the study of the 
mobilization of resources to achieve 
maximum feasible output under 
environmentally sustainable conditions 
in order to increase the general 
welfare. 



An economy unfit for human life 
 The “no free lunch” (scarcity) ideology sees 
economics as the market solution to Thomas 
Hobbes’ state of nature in which human life is 

 “solitary, poor, nasty, brutish, and short”. 
 Neoliberal policies enforce that outcome, a case 
of life imitating reactionary ideology (to mis-
quote Oscar Wilde). 

 



An economy fit for human life 

 Mobilize the resources rendered idle by 
capitalism and 
 - there will be a Free Lunch 
 - life can be communal, rich, fraternal, 
caring and long. 



Possible under  
capitalist relations of 

production 
??? 


