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Enter the new 
economists 

ISRAEL KIRZNER 

R O M  A L M O S T  E V E R Y  
point of view this book must (F be described as brilliant and 

exciting. I t  is the English-language 
version of a French work, published in 
1978, that has enjoyed remarkable 
popularity in Europe and been trans- 
lated into six languages. Its author is 
described in Professor James Buchan- 
an’s foreword as having appeared, in 
1976, as an “intense youngjournalist.” 
But there can be few otherjournalists, 
young or old, and of whatever degree 
of intensity, that could write so lucid 
and readable an account ofcontempo- 
rary developments in American eco- 
nomic research, and link these rather 
abstract developments so provocative- 
ly with burning social and public-pol- 
icy issues being fought over at  the 
ideological barricades. 

What Henri  Lepage has done in 
nine chapters is to survey the contribu- 
tions to current economics of a range 
of scholars whom he dubs the “new 
economists” (most of them are associ- 
ated in one way or another either with 
the University of Chicago or with the 
Virginia Polytechnic Institute) and to 
argue persuasively that these contri- 
butions provide, at last, the intellec- 
tual and scientific ammunition needed 
to defend a philosophical commitment 
to the free-market economy. I n  the 
course of his survey Lepage examines 
the historical roots of capitalism and 
its key institutions, as set forth by writ- 
ers such as  Douglass North,  R. M.  
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Hartwell, and others. He considers the 
works of the property-rights theorists 
such as C o a x ,  Alchian, and Dcmsetz. 
Lepage further explores the prolific re- 
search done by the school of Public 
Choice economists,  led by James 
Buchanan and Gordon Tullock, in ap- 
plying the tools of economics to under- 
standing the incentivcs operating on 
persons, like government officials, who 
are confronted by nonmarket choices. 
In a separate chapter Lepage reports 
on work donc by writers from a variety 
ofdiffcrent schools on the economics of 
regulation and on the standard pol- 
icies of the typical modern welfare 
state. The  author devotes considerable 
attcntion to what he terms the “Gary 
Becker Revolution,” focusing particu- 
larly on the theory of human capital as 
applied to a wide range of phenomena 
that had, in the past, been tradi- 
tionally the domain of other disci- 
plines such as sociology, rather than of 
economics. Finally, the ninth chapter 
probes the monetar ism of Milton 
Friedman and his followers, and its 
implications, at the level of macro- 
economics, for the “death of Keynes.” 

In this rapid but thorough and com- 
petent survey, there are few aspects of 
the works of these various schools that 
are not brought within reach of the 
general reader. Lepage’s capacity to 
sponge up ideas, digest them, and re- 
organize them in systematic and popu- 
lar form is quite extraordinary. H e  
reports on thc work of scores of writ- 
ers, and his bibliography runs close to 
200 highly significant items. Were this 
book to be no more than a popular 
introduction to thcsc important con- 
temporary fields ofeconomic research, 
i t  would have earned an honorable 
place indeed in the rather sparse an- 

nals of “economics for thc intelligent 
layman. ” 

U T  THE VOLUME OFFERS 
far more than a remarkable 
layman’s-version of some- 

what esoteric work at the frontiers of 
economics. I t  promises its readers that 
this body of thought will be shown to 
provide, for the first time, the defini- 
tive scientific casc for no less unpopu- 
lar a social system than capitalism 
itself: “Recent advances in economic 
theory.  . . now give us the means of 
showing that belief in economic and 
social freedom is not founded on a sim- 
ple act of faith in an ungraspable ‘in- 
visible hand’ but is supportcd by a 
rigorous analytical and scientific ap- 
proach.” I t  is doubtless this aspect of 
the book that is responsible for the 
unusual interest the book has aroused. 
And i t  is this aspect that I shall be 
scrutinizing in what follows. 

How powerful a case does Lepage 
present? Will honest critics of capital- 
ism who read this book be convinced 
that their time-honored arguments 
against i t  have indeed been pulverized 
by the cogency of its pro-laissez-faire 
logic? Should veteran defenders of the 
free market indeed feel heartened by 
the message of this book: that, at long 
last, their staunch faith has been re- 
warded, that the validity of what they 
have, up until now, merely believed or 
asserted, has finally been incontrover- 
tibly demonstrated? 

The case for capitalism presented 
by Lepage rests primarily on his con- 
clusion that the “new economists” he 
reports on in this book havc, for the 
first time, provided “empirical cor- 
roborations of the Homo oeconomicus 
paradigm . . . that serves as a basis 
for all economic analysis.” I t  is this 
that Lepage sccs a s  holding “cata- 
clysmic implications for thc future of 
the philosophy of economic freedom.” 
This philosophy, Lepage asserts, is 
based on the “economic view” of 
human behavior, seeing man “simply 
as a rational being who makes co- 
herent dccisions as a function of the 
problems of choice imposed on him by 
the scarcity of resources.” It is appar- 
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ently because this Homo oeconornicus 
paradigm has hitherto not been cm- 
pirically validated, Lepagc strongly 
implies, that up until now economic 
arguments in support of the free mar- 
ket amount to no more than “rhetoric” 
or “faith.” I must confess that, for all 
my enthusiasm for this book, I find 
this line of argumentation profoundly 
disturbing in and of itself, as well as 
likely seriously to erode the case of- 
fered by the book on behalf of the free 
market. Let us Drobe further into this 

r a t i o n a l i t y ”  u p o n  
which Lepage’s brief 
for capitalism rests so 
heavily. 

At  o n e  p o i n t ,  i n  
drawing attention to 
t h e  w i d e  r a n g e  o f  
u n t r a d i t i o n a l  p h e -  
nomena that the “new 
economists” treat  a s  
within the  scope of 
their tools, Lepage per- 
ceptively l inks this  
v i e w  o f  m i c r o -  
economics with t h e  
t e r m  praxeology, a s  
“used by von Mises in 
his monumental work, 
Human Action.” One is 
f leetingly d r a w n  t o  
hope that Lcpagc will 
see that the rationality 
upon which the truths 
of economics depend is 
indeed the s a m e  a s  
that rationality that  
sustains Miscs’s prax- 
eology-a rationality 
i n v o l v i n g  n o t h i n g  
more specific than the 
omnipresent purposeful- 
ness of human action. 
Unfortunately, it turns 
out that this is not the 
case. Early in the book, 
for example,  Lepage 
states that the new eco- 
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shows him to be rational and maximiz- 
ing after all, since what he is maximiz- 
ing is, for example,  “esteem, the 
importance of what others think of us” 
(for the acquisition ofwhich ostensibly 
altruistic behavior is an  available 
means). Apparently the idea of a per- 
son’s actinggenuinely unselfishly for the 
sake of purposefully enhancing the 
well-being of another, and for nothing 
else, violates the “rationality” postu- 
late as understood by Lepage and the 
“new economists.” The  case for cap- 

O n  the one hand he is at pains to point 
out that the economic view does not 
consider man “as an  egoistical mon- 
ster but simply as a rational individual 
who makes coherent decisions. . . .” 
This seems aimed at reassuring us that 
rationality is neither repulsive nor un- 
realistic, and is in fact nothing more 
than the altogether plausible and nat- 
ural manner in which we all know 
choices to be always made. It is this 
very plausibilib of the all-pervasive ra- 
tionality assumed in the “new eco- 
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Lepage’s capacity to sponge up 
ideccs, digest them, and reorgcmize 
them in systematic and popular 
form is quite extraordhary. 

nomics has the merit 
of “accountinq for ap- - 
parently irrational phenomena (like 
the desire for . . . altruism and phi- 
lanthropy).” Now this strikes one im- 
mediately as  puzzling. Why should 
al t ruis t ic  behavior  b e  considered 
somehow not to be purposeful? When 
one presses on to the discussion of al- 
truism in chapter eight, it becomes 
abundantly clear that the altruistic in- 
dividual seems irrational because he 
refrains from maximizing some nar- 
rowly defined maximand, but that the 
new economics, coming to the rescue, 

italism, we gather most apprehen- 
sively, is to be built on the new 
empirical “demonstrations” that man 
is indeed the hard-boiled, hard-nosed, 
tough-minded Homo oeconomicus of 
nineteenth-century notoriety. O n e  
wonders how solid a case for capital- 
ism, and perhaps as importantly, how 
persuasive a case, can be built upon so 
unattractive a foundation. 

Now Lepage is not insensitive to this 
kind of problem. But his strategy in 
dealing with the problem is troubling. 

nomics” that permits 
Lepage to claim that 
this new economics is 
able for the first time to 
escape the charge that 
it is “divorced from re- 
ality.” O n  the other 
h a n d  L e p a g e  else-  
w h e r e  d e f e n d s ,  o n  
“ i n s t r u m e n t a l i s t ”  
g r o u n d s ,  t h e  r a -  
tionality construct not 
as a realistic feature of 
s o c i e t y  a t  a l l .  O f  
course, he tells us, eco- 
nomics is not guilty of 
so crass a view as “to 
reduce all of human 
n a t u r e  t o  H o m o  
o e c o  n o  m icus” ; t h a t  
would be “mad.” In  
“positive” economics 
the unrealism of the ra- 
tionality hypothesis is 
of n o  m o m e n t ;  t h e  
model generates valid 
predictions, and that is 
all we can ask for. 

Clearly, then, what 
exempts the economic 
view from the charge of 
being divorced from 
reality is not the plau- 
s i b i l i t y  of t h e  r a -  
t ionali ty hypothesis  
(which is in fact not 
being claimed by Le- 
page). So that the re- 
pulsiveness of the ego- 

istical monster (which does after all 
seem to be necessary for Lepage’s eco- 
nomic view) need not perhaps be so 
disturbing, since that concept docs not 
necessarily correspond to anything in 
the real world. But, again, how much 
enthusiasm for the results of free-mar- 
ket choices is to be expected of those 
not prepared to embrace a theory in 
which the realism of its assumptions 
about human choice is held to be of so 
little significance? 

These reflections lead one, in fact, to 35 
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qucstion most seriously thc wisdom of 
IAepagr’s stratcg? i n  resting the case 
for capitalism so csclusivcly on the 
work of the ‘6~ icw economists.” Bcforc 
the niodcls of the new cconomists ap- 
peared. Lcpagc suggcsts, thcrc ZEIOS no 
scientific basis for a pcrsuasivc casc for 
capitalism. But i t  surely docs not rc- 
quire LIS to question the imprcssivc 
qualit> and \.olumc ofthis ncw work i n  
order to dcniur that (a) two hundred 
>cars of carlicr work by brilliant ccon- 
omists lironi ..\dam Smith on, who un- 
dcrstood the \.irtucs of free markcts, is 
iiot to be dismissed so lightly, and (b) 
the tic\\ work, \vhatcvcr its scicntific 
merit,  is i n  sonic rcspccts, at Icast, 
likcl) to be found less convincing than 
sonic carlicr approaches cavalierly 
brushed aside b> Lcpagc. 

E T R U T H  SURELY I S  
that thc view of man and of’ T thc markct offered by Lcpagc 

in thc namc of thc “ncw cconomists” is 
in significant rcspccts likcly to be un- 
pcrsuasivc in winning converts to cap- 
italism. Not cvcryonc will bc able to 
kccp it firmly in mind that thc assump- 
tions of thc ncw cconomists arc not 
supposcd to be taken as realistic. For 
thcsc, thc \.icw of man  as  singlc- 
mindcdly sclfish, and as cndowcd with 
Stigler-Bcckcr prcfcrcnccs that never 
changc, is likcly to seem an  unattrac- 
tive foundation for thc frcc market- 
and, moreover, a view hardly consis- 
tent with any deep enthusiasm for the 
value of individual freedom in all its 
richness and inherent unprcdictabil- 
ity. For those laymen who will, on thc 
othcr hand, keep firmly in mind- that 
Lcpagc is no[ claiming realism for thcse 
assumptions, it must surely appear  
that the work of many of thc ccono- 
mists cited docs not in fact provide any 
satisfying causal explanation of how 
free markets achieve efficient rcsults- 
we are simply provided with efficient 
as-if models, which the cconometri- 
cians assure us do  fit the statistics. But 
those whose untutored intuition as- 
sures them, say, that free markets are 
likely to result in chaotic, junglc-like 
social outcomes, are unlikely to sec in 
the new cconomics convincing expla- 
nations of exactly how their intuition 
has betrayed them. 

It is surely no disparagcmcnt of the 
“new cconomics” to remind Lcpage 
that carlicr economists (including scv- 
era1 mentioned favorably in this book) 
havc pro\ided an undcrstanding ofthe 
market that, without sacrificing one 
iota of scientific rigor, offered clucida- 36 

tions of thc market process that gcncr- 
ations of intclligcnt laymcn havc found 
thoroughly pcrsuasivc. This  carlicr 
tradition rcachcd its high point, pcr- 
haps, with thc work of the Austrians, 
Ludwig von Miscs and F. A. Hayck. 
This approach did not, indccd, dc- 
pcnd upon apparent cconomctric val- 
idation of arbitrary modcls. Rather, it 
drcw upon a simple realistic undcr- 
standing of how mcn choose, how they 
crr, and how they learn-an undcr- 
standing that has proved rcmarkably 
convincing and fertilc. Economics in 
this tradition emerged as a “scicncc of 
human action” in which frcc markcts 
are shown to be marvelous cngincs for 
spontaneous error-discovery. (It is my 
undcrstanding that in Demain le libir- 
alisme, a later work as yet untranslated 
from the French, Lepage does incorpo- 
rate insights stemming from this tradi- 
tion.) 

Lest my critical remarks be mis- 
construed, Ict me rccmphasizc my 
continuing enthusiasm for this book. 
As a popular exposition ofdifficult but 
exciting work at the fronticrs, it is sim- 
ply a tour dc  force. I t  provocatively 
draws attcntion to the important ideo- 
logical and policy implications flowing 
from this work, implications that ccr- 
tainly lend support, in almost any way 
of looking at the matter, to defcndcrs of 
the free market. Certainly, one may, as 
does this reviewer, question the stratc- 
gic wisdom of grounding a popular 
case for the market exclusively upon this 
work. But there can be no question 
that Lcpage has, in drawing together 
the strands of ideas presented in Tomor- 
row, Capitalism, offered lovers of liberty 
powerful weapons, and readers of all 
persuasions illuminating insights. For 
all this he has earned our admiration 
and our gratitude. la 

THE DEVIOUSNESS OF OBJECTS OF DESIRE 
Nothing overt as lust led to this moment, 
But years of mere encounters each remembers- 
Humorous meeting of the eyes, or banter, 
Or laughter. or a pause in summer shade. 

Now we are in shadow-oh indeed- 
And in each other‘s arms: meeting so intense 
I barely feel your flesh, feeling 

A fantasy grow warm between my hands: 
Ashade itself, a spectre intervening while the moment 

Grows immense with its reality, 
Immense with fact. 

NEWBRUNSWICKSTATION, 12:37 P.M. 
Getting out of a habit of sadness- 
It would be 
Like climbing off a train 
At a station which was, apparently, 
Your destination- 
You‘d get off and watch it pull away, watch 
The other people watch back, 
Watch it disappear, and  then 
Turn toward the street, 
Take the first step. 

-Diane Middlebrook 

Dl.q.VE . ~ l D D l ~ E B R O O K ~ f i r s t  collection of poems, Gin Considered as a Demon, is about to appear f r o m  
E!wian Press. 
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