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Preface

The papers in this volume are the end product of a process which began
in the spring of 1981 with the conception of a speakers’ series on new
directions in economic policy. The Department of Economics at the Uni-
versity of Notre Dame has sponsored such a program annually since 1976,
and its faculty have organized the lectures and edited the volumes emanat-
ing from them. This is the sixth book in the series, all of which have been
published by the University of Notre Dame Press.

This year the basic premise suggested to potential participants was that
neither traditional Keynesian policies nor the pure free-market approach
would constitute a necessary and sufficient economic policy for the United
States. The speakers were challenged to offer workable alternatives to
these policies which were humane and democratic. The response was
tremendous: during the 1982-83 academic year twenty speakers addressed
the Graduate Public Policy Workshop; most were economists, but the
group also included a lawyer, businessman, political scientist, sociologist,
and psychologist. Each in his or her own way attempted to respond to our
challenge and break new ground in the debate about economic policy.

The workshop participants were also invited to prepare and submit for-
mal papers based on their presentations. Nine of them were able to do so
within the time limits we set; the subject is both current and important,
and therefore, we aimed for publication within approximately one year of
the last visitor to Notre Dame in May 1983. The published papers repre-
sent very well the spectrum of all those given in the workshops, and do,
we feel, contribute valuable ideas and analyses which push the policy de-
bate forward. In some, issues are raised which clearly must be added to
the research agenda before policy options can be evaluated.

We wish to thank all the participants in the Public Policy Workshop
whether or not they were able to contribute a paper to the volume. A
special word of thanks is due to Charles K. Wilber, chairman of the
Department of Economics. The original idea for this annual visitors’ pro-
gram and the series of books built on it is his, and he has continued to
supply inspiration and encouragement to these endeavors. Finally, without

xin



Xiv PREFACE

the cooperation of the University of Notre Dame Press and especially of
its director, James Langford, this book would not have been possible.

Gar Alperovitz
Washingron, D.C.

Roger Skurski
Notre Dame, Indiana
1983
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PART 1

Challenge and Response






Introduction: The Need for
New Directions and a Progressive Response

ROGER SKURSKI

The purpose of this volume is to confirm the need for new directions in
American economic policy and, more importantly, to offer the beginnings
of a progressive response to that need. Our basic working assumption is
that both traditional Keynesian policies alone and the newly revived free
market approach will fail to deliver on their promises. It is our belief that
economists must begin thinking about how to construct feasible alter-
natives to those policies. It is time to go beyond critiques, and to start
restructuring a humane, democratic, economic policy.

I. The Need for New Directions

Why is a new economic policy necessary? Because, in a word, American
economic policy is a shambles. To the extent that we have a policy, it is
often unfair, ineffective, or inappropriate for dealing with the problems of
the last decades of the twentieth century. The American approach to
economic policy has been very pragmatic: “If it isn't broke, don't fix it!”
Policy, therefore, arises from problems, or our perceptions of problems,
just as a fire department responds to emergency calls. In effect, the United
States does not have an economic policy; it has a large number of policy
responses to particular problems. Generally, these are uncoordinated, im-
balanced with little attention to their differential effects on different
economic classes, and short-run oriented, and they do not add up to a well-
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4 ROGER SKURSKI

thought-out, consistent, and effective strategy. This failure has been re-
cognized before, and proposals for alternatives such as government plan-
ning have been made. For example, in 1975 the Initiative Committee for
National Economic Planning, headed by Nobel Prize-winning economist
Wiassily Leontief and then-president of the United Auto Workers, Leonard
Woodcock, recommended the establishment in the White House of an
Office of National Economic Planning because they felt planning had
become an economic and social necessity (New York Times, March 16,
1975, sec. F). Whether or not one agrees that an indicative planning
system is appropriate for this country, the committee’s perception of the
problem appears correct. Yet, nearly ten years later, we are still trying to
muddle through with no real economic direction to our policy. A further
look at the planning issue may help explain this.

Planning is a misunderstood and mistrusted term in the United States.
When Americans think of planning, they usually think of the Soviet
Union with a rigid, hierarchial, authoritarian, Stalinist system. They do
not think of French or Japanese or Swedish planning. They do not think
of their own personal or business planning, and Galbraith (1973), for one,
argues that the corporate sector is already planned. They do not consider
family planning, budgeting, or setting a game plan in the same light as
economic planning. They forget about the American space program which
was an example of sophisticated and successful planning. Moreover, they
do not realize that Stalin has been dead for more than 30 years and that
even Soviet planning has departed at least somewhat from their stereo-
typed image of planning. In any case, Americans seem to have a built-in
bias against government economic planning.

We would suggest that the sources of this bias are: ideology, fear, and
lack of understanding. The ideological source consists of two components.
First: the USSR is our enemy, and it is a planned economy; therefore, we
are against planning. Second, we think we have a free market system
(which is considered good) and that planning is the opposite of this; there-
fore, again we are against planning. Next, we fear big government and
idealize the laissez-faire doctrine which probably never accurately described
the role of the American state, and which even Adam Smith assumed
would be applied within the context of a set of moral rules or ethical
guidelines (Worland 1983, 1). It is assumed thar at best government plan-
ning would be bureaucratic and inefficient, and at the worst it would fulfill
the Orwellian vision of big brother. Finally, most of us do not understand
planning and have not taken the time to consider the possibilities for it in
our economy. The reason, in part, is that plan and market are considered
polar opposites, that is, alternative allocation mechanisms. Why not plan
and market? Other nations such as France, Hungary, Japan, and Yugo-
slavia have found ways of combining both (see Holland, 1979). Planning



