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FOREWORD 

The David Hume Institute is fortunate to be able to publish Causation in 
Economic Affairs, the Presidential Address of Sir Samuel Brittan, delivered 
in the Playfair Library, University of Edinburgh, on Thursday 31 
October 1996. 

In a thought-provoking and wide ranging paper, Sir Samuel marks the 
beginning of his period as President of the Institute in a way that would 
have met with the approval of David Hume himself. 

Starting with a discussion of Burne's own efforts to grapple with the 
thorny issue of causation, Sir Samuel brings the analysis up to date and 
roots it firmly in a macroeconomic setting by confronting the role of 
causation in the debates regarding the causes of the Great Depression 
and the causes of inflation. Covering the contributions of both Kuhn 
and Lakatos, SirSamuelmoves forward through notions of "paradigms" 
and "research programmes" to the rather more post-modernist idea of 
"stories" or "narratives", before ending with his own preferred view, 
namely one of "historical interpretation". 

The thrust of the paper is essentially eclectic with room aplenty for the 
contributions of all interested thinkers, irrespective of their own 
allegiances, whether monetarist, Keynesian or institutionalist. The 
emphasis is firmly on producing economic policy that works. The 
complexity and subtlety of the economic forces at play in the economy 
are recognised in the sense that any search for a single causal link must 
be regarded with deep suspicion-a suspicion that, in a world where 
the actors are quite capable of changing their behaviour in the face of 
action by policy makers (the Lucas critique and Goodhart's Law are 
both discussed here), there are better uses of analytical effort than 
searching for the elusive and probably non-existent single causal link. 

As always, The DavidHume Institutemustdisclairnanysupportfor the 
views expressed in this paper, which are those of the author alone; but 
we are delighted to be able to commend it to the reader. 

Hector L MacQueen and Brian G M Main 
Directors 

January 1997 
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CAUSATION IN ECONOMIC AFFAIRS* 

Introduction 

The invitation to give an address with "David Hume" in its title is 
enormously flattering and also, frankly, more than a little daunting. 
Clearly I should make David Hume himself my starting point. I have 
always found his thought appealing; and the appeal has grown as I 
have tried to move from headline knowledge to slightly more 
detailed examination. His scepticism and iconoclasm led to a 
profound belief in toleration, unusual in his own time and only 
superficially accepted in our own. He directed his iconoclasm 
towards revolutionary as well as conventional thinkers. In today's 
parlance, he was an individualist rather than a communitarian; and 
he had no truck with the church-and-state pieties of his arch
antagonist, Samuel Johnson.

1 

Of course, being human, there were some missing elements in his 
make-up. He lacked that passionate indignation at injustice and 
oppression, found in his contemporary Voltaire, who was very 
similar in outlook but much his inferior as a philosopher. But we 
should value thinkers for what they have given us rather than 
bemoan what lay outside their range. 

Hume's few essays on political economy are as apt and as 
controversial today as when they were when originally published in 
the middle of the eighteenth century. He struck a very modem note 
in observing that all calculations concerning the balance of trade "are 
founded on very uncertain facts and suppositions". He exposed the 
nonsensical fears which statesmen had "with regard to the balance of 
trade and the fear that gold and silver may be leaving them". Indeed 
a Yorkshireman (or a Scot) might have had similar "melancholy 
reflections" on the imbalance which probably then existed in 
transactions with London, "did not long experience make people 
easy on this head". 

Yet these essays and his much more massive Histon; of England were 
written almost by way of relaxation. His reputation rests on his 
philosophy, in particular his Treatise of Human Nature and his Enquiry 
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Concerning Human Understanding, which established his position as 
the greatest of British philosophers. 

Hume's purpose was clearly stated in his own Introduction to the 
Treatise. It was to approach unresolved questions by examining the 
principles of human nature and to do so by "the application of 
experimental philosophy to moral subjects". The unifying feature of 
his work in pure philosophy and in subjects like political economy 
was his assumption that the data were already well known to a 
reasonably educated person and that what was required was "a 
cautious observation of human life as it appears in the common 
course of the world, by men's behaviour in company, in affairs and 
in their pleasures" - and not hesitating to use careful introspection to 
provide some of his data. 

Causation 

I knew all along that I could not acquire an adequate understanding 
of Hume's more abstract writings in the time available to me. But it 
would be cowardly to duck all the issues raised. So I sought a 
compromise. In an anonymous Abstract at the end of the Treatise, 
almost certainly written by Hume himself (as Keynes discovered 
with the aid of Sraffa), the author gives the analysis of "causation" as 
the main innovation of the work. So my decision was to try to 
illustrate some of the problems of causation by modem economic 
examples. 

My primary concern is not with modem academic economics, 
although I shall have to touch on it occasionally.

2 
My concern is with 

economic events, and not even all of these, but with disturbances 
such as depressions and inflationary fluctuations, which rightly 
preoccupy the inquiring citizen. 

Moreover I intend to give the plot away right now. My theme is that 
the search for causes has only limited value in pursuing many of the 
bigger questions of legitimate public interest. That is not in itself any 
cause for despair. For we can go some way towards improving 
policy, even in the absence of agreement on long chains of cause and 
effect relationships. 
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In pouring a little cold water on the search for causes I can claim to 
be following in the spirit, although not the letter, of David Hume, 
who was very concerned to debunk the idea that there was some 
profound mystery about causal relations which would provide the 
key to human wisdom. 

Hume's starting point was the lack of any necessary link between 
what is regarded as a cause and its effect. In a key passage of the 
Treatise he wrote: "Suppose two objects are to be presented to us, of 
which the one is the cause and the other the effect; 'tis plain, that 
from the simple consideration of one, or both these objects we shall 
never perceive the tie by which they are united or be able to 
pronounce that there is a connection between them". This was of 
course linked to his well-known doubts about induction: what 
warrant do we have for assuming that a generalisation based on past 
data will hold in the future? (Treatise Part I, Chapter XIV, p.l62). As a 
modern philosopher, A. O'Hear, puts it, "The dispute between 
Humeans and non-Humeans on causality is fundamentally on 
whether there is more to causality than regularity of succession"? 

We can avoid knocking our heads against the problem of induction 
by looking at Hume's positive account of what people usually mean 
when they say "A causes B". For him the key to causation is 
"constant conjunction". He added the further condition that the 
effect has to follow the cause-or as his modern followers would say, 
must not come before it. This amendment has been made to allow for 
connections between simultaneous events;

4 
but in practice Hume's 

simple version will often do. 

Writers of elementary books on logical fallacies and of statistical 
texts are fond of warning us of two fallacies:- (a) confusing causality 
with correlation and (b) of post hoc ergo propter hoc, that is of saying 
that because B followed A it was caused by A. Such guidebooks 
rarely tell us, however, what causality does mean. 

Hume himself comes very near to saying that if the correlation is 
perfect and the sequence invariable then A indeed causes B. Hume 
also introduced a third element, contiguity in space and time. But 
this is not helpful, as it makes it difficult to account for action at a 
distance and has been dropped by sympathetic modern 
commentators such as Ayer. 
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The basic Humean position may thus be restated: If A is always 
followed by B, and B never occurs without A, then A causes B. This 
is in line with Hume's general conclusion, foreshadowed in the 
Introduction to the Treatise, that no ultimate justification can be given 
for the general principles of human reasoning. We are just "wired 
up" to make certain connections - a modem way of stating Hume's 
conclusion that we do so as a matter of habit. 

There is of course a large modern philosophical literature on 
causation, on which I claim no expertise. John Stuart Mill tried to 
formalise the notion of multi-causality by saying that in such cases 
all contributory causes must be individually necessary for an event 
to occur; and in their totality they must be both necessary and 
sufficient. In the 20th century the notion of causality has been 
extended from certainty to statistical likelihood (now known as the 
"inductive statistical" or "statistical relevance" model). Where the 
law in question is of a statistical kind, the initial conditions increase 
the probability of an event to be examined. This is in line with the 
Granger concept of causality in econometrics, which states that X 
causes Y if the prediction of the ~urrent value of Y is enhanced by 
using past predictions from X. Some writers prefer to regard 
statistical relevance as a different concept rather than a special case 
of causality. The issue is mainly verbal. 

The most important modem innovation is the emphasis on the 
covering law. This is often attributed toG E Hempel. But my own 
illustration is adapted from Karl Popper's Logic of Scientific Method . A 
causal explanation of an event, according to this model, is its 
derivation from a universal law together with certain initial 
conditions. 

Consider a copper thread from which a weight is suspended. The 
universal law states that every such thread is characterised by a 
given tensile strength; and whenever a thread is loaded with a 
weight exceeding that which characterises the tensile strength of the 
thread, it will then break. ln addition there are the initial conditions 
which apply to the particular event. One is that the tensile strength 
of this thread is, for instance, one pound. The other is that the thread 
is loaded with a weight of two pounds. From the combination of the 
universal law and the initial conditions we deduce that the thread 
will break. 
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As Popper would have been the first to stress, the universal law cited 
here is pretty primitive. Many scientists would not be happy until 
they had deduced this law from some general encompassing 
theoretical system such as Newton's Laws of Motion. 

What advantages are there from encompassing theories? The 
aesthetic one is not to be despised. It is more satisfying to deduce 
many lower level laws from a few general principles rather than treat 
them as ad hoc regularities. If this can be done we are likely to feel 
that we have done more to explain the phenomena. But such general 
theories ought also to provide better predictions if we are to have 
much real confidence in them. 

There is, however, no guarantee that the desired general theories can 
be found in all spheres. We might have to be content with lower 
level theories such as the posited breaking point for copper wire - or 
even with the simple regularities such as those that Hume himself so 
often cited, covering the impact of one billiard ball on another. 

Whatever may happen in the remoter areas of physics, Burne's 
concept of causation as regularity plus succession still has a lot going 
for it. Many of the examples given to ridicule it merely suggest that 
sufficient instances have not been examined covering a sufficient 
variety of contexts. Sometimes the causal hypothesis is just distorted 
to raise a cheap laugh. For instance, it is said that the sending of 
Christmas cards does not cause Christmas to occur. Of course it does 
not. It is the prospect of Christmas in the minds of millions which 
precedes the sending of cards- and one may say is a cause of their 
despatch. 

The primitive hypothesis about the sending of cards causing 
Christmas can be easily falsified. I work for an organisation which 
has decided not to send Christmas cards. Even if its new practice 
were copied throughout the length and breadth of the land, 
Christmas will still occur. The testing of the more sophisticated 
hypothesis about the prospect of Christmas would require more 
recondite experiments, e.g. the successful propagation of a false 
report that the impact of a comet would destroy life on earth before 
25 December next. 
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Monetarism and Causation 

Throughout his career, Milton Friedman has been attacked by critics 
saying that his ideas are based on a mere association between money 
and prices (or money and Nominal GOP). The critics have asserted 
that there could easily have been a common cause at work or that 
money responded passively to economic movements, 
accommodating whatever change had occurred. Friedman was of 
course aware of these traps. Indeed he went out of his way to look 
for a great variety of evidence, ranging from comparisons between 
different countries with different institutions, to detailed accounts of 
how the Federal Reserve decided policy and fairly simply 
econometric tests designed to show whether specific events could 
have been better predicted from "Keynesian" variables such as 
investment or government spending or from the behaviour of the 
money stock. The real problems with Friedman's eclectic approach is 
that it take's a lifetime's work to assemble and half a lifetime to 
assess critically. Most people will have to take something on trust. 

We can ask about the magnitude and the stability of the relationship. 
We can ask for a working definition of money and investigate how 
robust it is in the face of financial innovation. We can ask how useful 
the proposition is if the time lags are "long and variable". We can ask 
how robust it is in the face of "Goodhart's Law" that economic 
relationships break down when used for policy purposes.

6 
We can 

also ask for a more detailed specification of the assumed background 
conditions. Does the money-price relationship hold in the face of a 
depression with large unemployed resources? And how far can we 
then go in injecting money before the simple money-price 
relationship takes hold again? 

It is for such reasons that I would part company from the technical 
monetarists and relate inflation and economic fluctuations to 
"nominal demand" (cash spending in the economy), which often has 
a monetary origin but cannot always be related by formula to 
movements in some specified definition of money. 

But there is another type of criticism. Friedman has been criticised 
for substituting mere empirical correlations for fundamental 
explanations. But what would a fundamental explanation look like? 
One monetarist elaboration is that: 
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(a) when money supply increases, individuals and corporate 
bodies will have larger money balances; 

(b) that in that case they will spend more, either directly or at the 
end of a long chain of substitutions, involving purchases of 
real and financial assets; 

and 

(c) as a result of their increased purchases, prices will rise. 

Again, real life questions can be asked about every link in the 
supposed chain. There are other accounts of the linkages; and 
different linkages may apply on different occasions. 

But all I need to do for my present purpose is to point out that every 
step in the suggested causal route via cash balances itself relies on 
empirical regularities. The demand for something more fundamental 
might mean that we would like a more reductionist attempt to 
explain macro-economic behaviour in terms of more widely accepted 
hypotheses about human conduct. But suppose we succeed in doing 
so? Many monetarists have indeed tried to ground their hypotheses 
in the rational allocation of wealth between money and other assets 
by utility maximising individuals. 

We have still not escaped empirical regularities. For it is an empirical 
matter whether or not, or to what extent, human beings obey what 
economists and logicians regard as the principles of rational self
interested conduct. And the answer cannot be a priori. To take an 
example from a different area: many people will follow economic 
logic and not bother to vote if the cost to them is heavy, e.g. a long 
walk in pouring rain, or missing a favourite television programme. 
But they will vote if the cost is relatively trivial, e.g. a short car 
journey to the polling booth? 

Economic Application 

Let us provisionally accept, that while we sometimes have to make 
do with empirical regularities, but hope to find a covering law at 
least as general as that in the example given of the tensile strength of 
a copper wire - which should itself ideally be derived from some 
overarching theory - where does that leave the explanation of 
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economic events? The situation in political economy is that we know 
both the tensile strength and the weights placed on the thread only 
within very wide margins of error. In addition the tensile strength 
can change over time. Even in our physical example rust can have 
such an effect. The background conditions under which the causal 
relationship between the load weights and the wire apply are 
obvious and trivial: the weights must be accurate; the observations 
honestly reported; there must not be a howling gale in the 
laboratory, and so on. 

Such background factors are normally assumed away in physical 
science under the slogan "other things being equal" (ceteris paribus). 
But other things in economics (and the other social sciences) may be 
of enormous importance, such as the structure of the banking 
system, the degree to which foreign money may circulate 
domestically, and indeed the policy regime the government is 
believed to be operating. The whole "Lucas Critique" of 
conventional econometric models is based on their failure to take 
adequately into account changes in such regimes. 

There is a further difference. People are far more complex than 
copper threads. They are sometimes conscious of what they are 
doing and reflect on their behaviour. Any statement of their 
supposed rules of behaviour can feed back into their own conduct 
and complicate the causal story. But this complication cuts two ways. 
For the information supplied by people about their motives or 
intentions - or even our own introspection - provides a source of 
information and starting point for hypotheses which the physical 
scientist completely lacks. Indeed the core of modern neoclassical 
economics is based on the idea of individuals as maximisers of their 
own subjective utilities. 

Thus to throw up our hands in despair, as philosophers who dislike 
social science sometimes do, is quite wrong. We know in the copper 
thread example, that events are not completely random; and despite 
all the complications of rust, atmospheric conditions, measurement 
error and so on, a sufficiently large weight will break a sufficiently 
thin thread. Similarly in political economy we know that if a 
sufficient amount of spending power is injected into the economy by 
the government or central banks, eventually inflation will increase-
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even if we cannot state the principle as precisely as we can in the 
copper thread example. 

"Causes" of Inflation 

When I chose the subject of this lecture early in 1996 it was 
fashionable to claim that inflation was dead and that economic 
policy should shift its priorities. If you look at the 1990s so far, 
inflation has indeed been almost always lower than expected, and 
real growth also lower. 

It is possible that by the time the printed version of this lecture is in 
the reader's hands there will have been more than one pre-emptive 
increase in short term interest rates. The fact remains that for several 
years in the 1990s, US unemployment remained below the rate at 
which macro-economists thought that inflation would take off, 
without any sign of that happening. In the UK the growth of 
earnings decelerated for quite a long time even when unemployment 
was falling substantially. Indeed, in 1995 earnings rose by a good 2 
percentage points less than some mainstream forecasting models 
(such as that of Goldman Sachs) suggested. Looking further afield, 
there was a severe recession in Japan with prices actually falling. In 
continental Europe recovery turned out disappointingly but inflation 
has been consistently lower than any central banker dared to hope; 
even the inflationary shock of German unification was overcome in a 
very few years. 

But those of us with any memory of past discussions will have also 
picked up the idea that inflation is a monetary phenomenon, 
irrespective of whether we believe this to be strictly related to some 
definable quantity of money, or think of it, as I do, as a more loose
jointed effect of the amount of spending power that governments 
and central banks allow to be injected into the economy. We also 
remember previous occasions when inflation was said to be dead. In 
fact I have always felt that I could restart rapid inflation at any time 
if anyone were misguided enough to give me control over the Bank 
of England. 

The argument is often couched in terms of the causes of inflation or 
its slowdown. Did its rise reflect the struggles for a share of the 
national income which the anti-monetarists used to urge upon us in 
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the 1960s and 1970s? Does its decline reflect the impact of worldwide 
technological and competitive developments? Or does its behaviour 
still depend mainly on monetary causes? 

A simple demand-pull model 

Let me start with a fairly mainstream demand-pull model of inflation 
and deflation, which is both simpler and more encompassing than 
that usually presented. A necessary condition for sustainable growth 
without inflation is that nominal demand should be rising at a 
moderate pace. (Anyone who is uncomfortable with the notion of 
"nominal demand" can translate it as the flow of cash spending in an 
economy.) For an advanced western country this rate is unlikely to 
differ very much from 5 per cent per annum, but nothing hangs on 
this estimate. 

If nominal demand increases more quickly for any length of time we 
can expect inflation. If it rises much more slowly or actually declines 
we can expect deflation, that is falling prices. There will be some 
temporary acceleration of output in the first case before the whole 
impact is dissipated in rising prices. As Hume himself said: "Money, 
when increasing, gives encouragement to industry during the 
interval between the increase in money and the rise of prices". In the 
second case there will be some fall in output and employment, 
before pay and prices become adjusted to falling prices and before 
long-term contracts can be adjusted. 

The two real economy effects are not necessarily symmetrical 
because of various resistances and rigidities. You might require a 
large and long lasting slump in output to accommodate to a regime 
of falling prices. This fall may be much greater than the temporary 
boost to output on the upside before inflation develops. In both cases 
the details depend on the development of expectations, on which 
there are few reliable rules. 

Does this mean that changes in the growth of nominal demand are 
the "causes" of slumps and inflationary booms? We need to go 
slowly at this point. For we can extend the inquiry forward or 
backward. If we extend it forward, we can trace the way an excessive 
flow of demand reduces spare capacity, lowers unemployment and 
increases unfilled vacancies - in modern parlance reduces the 
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"output gap". (Alternatively, or in addition, the boom sucks in 
imports until the exchange rate depreciates, which raises the price 
level in another way.) This in turn brings upward pressure to bear on 
wages and prices. (The order in which the two move is not always 
the same.) Thus many analysts now choose to examine inflationary 
and deflationary pressures in terms of the "output gap". 

Alternatively we can move backwards and ask what lies behind 
changes in the growth of nominal demand. Milton Friedman's 
reason for following Hume in singling out money is that a 
substantial increase in its quantity above the rate at which output can 
rise is, he believes, a necessary and sufficient condition for a takeoff 
in nominal demand and therefore inflation. Conversely a decline in 
the quantity of money is a necessary and sufficient condition for the 
collapse of demand which occurs in a depression. He accepts that 
over the short term, and in mild fluctuations, there can be mutual 
interaction between money and nominal demand; but, in longer-run 
changes or large cyclical movements, he believes money to be "the 
senior partner". 

I would liken the chain of events to an upside down funnel with a 
constriction in the middle. Rapid or deficient monetary growth may 
originate from many different sources. And the channels by which 
monetary changes go through first to nominal demand and then to 
prices may also vary. One justification (although it is not Friedman's 
main one) for picking on the monetary constriction would be the 
belief that this is where policy can most easily get a handle. For any 
error in diagnosing more fundamental influences will show itself in 
variations in the flow of money through the constriction. On the 
Friedman analysis, by acting here national authorities can prevent 
the worst inflationary and deflationary excesses, whatever their 
ultimate sources and whatever the exact way in which they fan out. 

There are, as already mentioned, many arguments about how to 
measure money and how much its relationship to nominal demand 
fluctuates. Partly for this reason, I would locate the constriction in 
the funnel at which policy can best operate at a slightly later stage 
than Friedman does- in corrections to nominal demand when that is 
seen to be increasing too quickly or too slowly . Also, focusing on 
nominal demand allows one to take account of non-monetary forces 
such as fiscal policy or stock exchange panics (which, in monetarist 
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language, affect velocity). But very little in this lecture depends on 
my long-standing tactical differences with the pure monetarists. 

The economic theorist or econometrician will often be inclined to 
start out with a given monetary shock against a given framework of 
monetary institutions both of which he will take as "exogenous" -
that is, taken as a starting point in his explanatory equations and not 
themselves explained. Friedman, to his credit, does not rely on this 
route. He says that his propositions are only the beginning of an 
answer to the sources or cures for inflation or deflation.

8 
The deeper 

question is why excess or deficient monetary growth occurs. The 
answer may not be the same on all occasions. It may be gold 
discoveries or financial innovations, which allow the banks to 
introduce a multiple increase in the amount of money on a given 
reserve base. Very frequently extra money will be injected into the 
system by governments trying to spend more than they can raise in 
taxes or in long-term loans from the public. One can go back even 
further to weaknesses of the political system which prevent 
governments from curbing spending or raising tax revenue. The 
inquiry is never ending. For we might also like to know what forces 
impelled a society to adopt a particular form of government. And 
thus we go back to long-run historical speculation and even to the 
evolution of the human species. 

The futility of the search for a single true cause of a particular event 
has been illustrated by an American philosopher, Bernard Lewis, in 
relation to a road crash. "If someone says that the flat tyre was the 
cause, another the driver's drunkenness, and yet another the 
upbringing, which made him so reckless, I do not think any of them 
disagree that the causal history includes all three". They may 
disagree about which part of the causal history is most important for 
a particular inquiry. "They may be looking for the most remarkable, 
the most remediable or the most blameworthy part. Some parts will 
not matter in any likely context, such as the availability of petrol or 
the building of the fatal road." 

Causes of the Great Depression 

An economic illustration of this theme can be found in the long
running debate about the causes, not of inflation or deflation in 
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general, but of a single event, the Great Depression of the 1930s 
which spread out from the United States. 

One of the most famous assertions of Milton Friedman and Anna 
Schwartz in their Monetary History of the United States is that the 
failure of the Federal Reserve to prevent a huge shrinkage in the 
quantity of money in the US banking crisis of 1930-31 turned a 
recession into a full-blown depression. 

Friedman's main critic on this issue, Peter Temin of Harvard, 
originally tried to attribute the Great Depression to a prior fall in 
consumption, due in its tum to the effects of the Wall Street crash on 
personal wealth. But he was self-critical enough to withdraw this 
explanation after further tests. 

Temin then came to the conclusion that the underlying condition 
making for the Great Depression was the international gold 
standard, which had not adjusted to the inflation of World War One. 
Thus he too came to place his main weight on monetary forces, 
although of an international kind. This places him much closer to 
Friedman, who in his discussion of policy in the 1920s attributes 
considerable blame to the Federal Reserve for not playing by the 
rules of the gold standard game and sterilising the gold which came 
to the US, instead of allowing it to be reflected in domestic monetary 
expansion. 

On this occasion, Friedman goes beyond the proximate influences to 
identify what he thinks lay behind the failure in human terms: 
namely the absence of Fed leadership, following the premature death 
in 1928 of Benjamin Strong, the dynamic chairman of the New York 
Fed. It may seem odd that an economist who puts so much emphasis 
on impersonal market forces should attribute so much importance to 
one human accident. Indeed Friedman concedes this when he writes 
that it was the frailty of the US banking system which made 
necessarx heroic leadership which should not otherwise have been 

. d 9 require . 

No-one claims to have a complete explanation of the Great 
Depression. But one is struck by the futility of asking: what was its 
"cause" (or even "causes")? The post-First World War gold standard 
was prone to deflationary disturbances. The US financial system was 
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fragile. The Federal Reserve failed to prevent a multiple monetary 
contraction when it could still have done so: and the death of 
Benjamin Strong made Federal Reserve failure more likely. But 
having discussed these and many other factors, what is gained by 
seeking something called "the cause"? 

Similarly, the great world inflation of the 1970s could be attributed to 
the oil price explosion, following the Yom Kippur War, or to 
monetary policies which accommodated oil price increases and their 
secondary and tertiary effects. Or to the inflationary state of the 
world economy when the oil price explosion hit it in 1973. This in 
turn could be attributed to misguided economic beliefs of 
governments or excessive expectations of electorates. Or interest 
group pressures, or laws and habits which accommodated the latter. 
Some parsimony is achievable by ruling out causes seemingly 
unique to a particular country, e.g. developments in British trade 
unions. Even so there remain innumerable candidates for underlying 
causes. There is an analogy with the quest for the "causes" of World 
War One. 

Friedman has had his fingers burned enough for him to say that he 
has avoided in his "scientific work" the word "cause", which he 
believes to be "a very tricky concept". His supporters insist that he 
has never attempted a complete explanation either of business cycles 
or of the Great Depression, but concentrated on the way that 
monetary policy aggravated them. 

Institutional forces 

Where in this account should one place the non-monetary forces 
which institutionalists regard as so important both for explaining the 
inflationary explosion of the 1970s and for the subsidence of inflation 
in the 1990s? It is not in fac t difficult to fit such forces into a demand
pull model. Take the competitive struggles involving unions for 
shares in the national income, said by some to be the force behind the 
Great Inflation. Such forces would have shown themselves in an 
increase in the unemployment rate compatible with stable inflation 
(in other words a higher NAIRU). Policymakers found this reality 
distasteful and were at first inclined to allow nominal demand to rise 
to accommodate these forces. It took many years for them to discover 
that this accommodation did not in the end reduce unemployment. 
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But once the discovery was made (for instance in Lord Callaghan's 
famous speech in the 1976 Labour Conference), the way was open for 
a genuine attempt to limit nominal demand, in whatever language 
the policy was stated. 

At present institutional forces are acting in the opposite direction. 
But it is possible to accommodate all the features which Roger Bootle 
mentions in his book on The End of Inflation in a demand-pull 
framework. For instance the weakening of union power and the 
liberalisation of labour markets may well have reduced the 
unemployment rate compatible with stable inflation and thus made a 
firm control of nominal demand more politically feasible. (According 
to the OECD, the UK NAIRU is now below 8 per cent compared with 
over 10 per cent in the mid-1980s.) The insecurity stemming from 
global competition may well have raised the level of capacity 
operation at which employers will risk increasing nominal pay and 
prices. If policymakers have not caught up with these forces, they 
may pursue an excessively tight monetary policy and overfulfil their 
inflation targets, but at the expense of weak and delayed recovery 
(more a danger in the countries linked to Germany than in the 
Anglo-Saxon world). 

The reason for trying to put the new forces into a demand-pull 
model is that, otherwise, a separate kind of institutional explanation 
is needed for every development and even every country. And, in 
policy terms, the nominal demand framework enables one to take 
into account changes in the economic environment without staking 
everything on the gamble that inflation will never reappear and on 
the hope that no precautions need to be taken against that 
eventuality. 

The combination of a very general framework with parameters 
which change markedly from one decade to the next may be found 
unsatisfying. It is a long way removed from the supposed 
simplicities of theoretical physics as seen by admiring social 
scientists. But it may not be avoidable in macroeconomics which is 
above all the study of complex phenomena. 
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Complexity 

The difficulty of applying simple cause and effect relationships to 
events such as depressions or major inflations is that they are 
complex phenomena, like the car crash in Lewis's example cited on 
page 12 above. Events such as road accidents or ferry sinkings have a 
multiplicity of influences, any one of which can be regarded as the 
basic "cause", depending on the point of view of the enquirer. 

A tribunal concerned with guilt or liability for damages may point 
the finger at the negligence of responsible personnel. A 
parliamentary enquiry may look for changes in public policy which 
might reduce the frequency of such accidents in future, even in the 
face of human error, such as putting more resources into road design 
or lifeboat launching systems. A moralist might point to a business 
climate in which the "bottom line" takes precedence over measures 
to safeguard human lives. An ambitious historian might want to 
chart change in attitudes to risk. There is no end to the number of 
points of view from which the search for ultimate causes might 
emanate. 

When I started preparing this lecture I accepted too unreflectively 
the conventional view that it is the human factor that makes it 
difficult to find reliable causal laws in the social sciences. But I am 
now inclined to place more responsibility on the feature of 
complexity - the interaction of many forces, which also makes it 
difficult to attribute ultimate causes to physical phenomena such as 
earthquakes or thunderstorms, let alone climatic change. 

There have of course been recent attempts to study complexity in a 
rigorous way by means of computer simu lations. But judging by the 
more accessible accounts, such as that given in Mr Mitchell 
Waldrop's Complexity, these are still a very long way indeed from 
application to large scale economic or political phenomena. 

Some of the reported ideas are avowedly an attempt to s tate more 
rigorously the ideas on evolution and change (including "creative 
des truction") put forward by the Austro-American economist Joseph 
Schumpeter in the first quarter of the 20th century - in place of the 
emphasis on equilibrium of modern neo-classical economics. A 
comparison is also made with meterology. "We can comprehend and 
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explain almost everything that we see up there ... weather fronts, 
jetstreams and high pressure systems ... We can understand how 
they interact to produce weather on a local and regional scale. In 
short we have a real science of weather", but "without full 
prediction". 

When it comes to policy, the main lesson so far is to "observe, 
observe, and observe, and occasionally stick your oar in to improve 
something for the better". In a further analogy with the martial arts, 
the idea is to "observe, act courageously and pick your timing 
extremely well". 

Modes of Explanation 

For the time being, at least, we need to follow more informal 
approaches to the different schools of thought which try to explain 
large scale economic events. There are at least four key ideas that 
need mentioning: paradigm, research programme, story and 
historical interpretation. 

The first two apply mainly to bodies of theory used to explain a great 
range of events. The last two refer mainly to ways of explaining 
specific events or chains of events. But they are by no means 
mutually exclusive. And the use of one category rather than another 
may be a matter of personal choice. 

Thomas Kuhn, the science historian, made great play with the notion 
of a paradigm, a framework not normally open to refutation and in 
which all subordinate theories have to be placed. One example in 
economics would be neo-classical market-clearing. Another might be 
sticky wages in more Keynesian models. Counter-evidence is 
explained away. Eventually one paradigm replaces another by a 
process which, in Kuhn's view, need be "neither rational nor 
ultimately correct". It will do so when it captures the "hearts and 
minds" of commanding figures of the scientific community. This 
picture may be exaggerated or unfair with regard to the physical 
sciences, but it applies all too well in the way in which fashions such 
as Keynesian demand management, monetarism or neo-classical 
market-clearing succeed each other i.n political economy. 
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The Hungarian-British philosopher Imre Lakatos put forward the 
more positive idea of research programmes. The idea here is that a 
series of theories have to be assessed in common. They are welded 
together by series of methodological do's and don'ts. Research 
programmes are not overthrown by simple decisive tests. Instead 
they become either "progressive", when they are fruitful in 
producing new knowledge, or stagnationary if they produce mainly 
post hoc explanations of what we already knew. The investigation of 
properties of alternative monetary regimes may be regarded a 
research programme. Lakatos was unusually tolerant for a 
philosopher of science: "We should be modest about our projects 
because rival programmes may eventually triumph". And "a 
programme now doing badly may eventually recover its 
momentum". 

The notions of paradigms and research programmes seem to me 
similar. Both are responses to the difficulty of finding conclusive 
falsification even of physical theories. The main difference is that the 
paradigm approach is more cynical and stresses turf battles between 
scientists and the role of institutions and conventional opinion in 
conferring victory. The research programme approach tries to show 
how science can advance and evidence be taken into account, even in 
the absence of conclusive tests. 

My own preference is for the research programme. More negative 
philosophers of science - such as Kuhn - make their task 
unnecessarily difficult by deliberately ignoring technological 
applications as intellectually beneath their attention. But surely the 
Hiroshima bomb or the launching of Cape Canaveral satellites shows 
that the physics behind them represents more than the triumph of 
particular models in the politics of the scientific establishment? 

Judging by the reactions of the handful of people of diverse 
disciplines and outlooks who kindly looked at the first draft of this 
lecture, much the most explosive of the explanatory notions is that of 
stories, occasionally called narratives. I have heard "What's your 
story?" asked by exasperated members of a seminar who have 
wanted to know what the speaker really believes happens in the 
world. 
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I had thought of stories as relatively informal accounts either of a 
single event or of a whole class of events. For instance, the received 
account of the role of Winston Churchill's return to gold in 1925 in 
worsening inter-war unemployment is quite a good story. There are 
however other stories. A more general type of story relates to the role 
of the entrepreneur who supplies not capital nor managerial skills, 
but imagination in seeing possibilities that most people have missed. 
The crucial difference is surely between an informed story and the 
recital of whatever fancies or prejudices come into one's head. 

Some people, however, associate stories and narratives with the 
slogans of post-modernism and detect in them a sign of opposition to 
science in general and Darwinism in particular. At the other extreme, 
the demand for a story is simply seen as a request for a theorist to 
state what needs to be true for his assumptions to be justified. 

These contradictory and explosive reactions make me go back to my 
own preference for the fourth category which derives from Popper, 
not as an analyst of hard science, but in his role as a historical and 
sociological critic. Here he talks of historical interpretations which are 
inescapable and can be illuminating. These interpretations will 
embody a short chain of cause and effect relationships, which need 
not be trivial; but they are not causal theories themselves. Thus a 
conclusive choice cannot be made between them. At most one can 
say that some interpretations tum out to be more fruitful than others. 
The notion seems to encompass most of what is useful in "stories", 
without all the smoke and dust. 

One example of historical interpretation might be the account I 
sketched out a little earlier, in terms of a demand-pull model, of why 
inflationary forces might now be weaker than they were. An 
alternative interpretation would be, for instance, in terms of specific 
institutional forces and events . So long as the institutional 
explanation takes account of the monetary feed-backs, and the 
demand-pull explanation allows for institutionally induced changes 
in parameters, there may be no decisive way of choosing between 
them. A Nobel Prize-winning economist, the late Sir John Hicks, in a 
book written near the end of his career, said that economics was "on 
the edge of science and the edge of history", and that the longer the 
time horizon, the more that economic explanations took on the 
characteristics of history. 
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Conclusion 

The moral may be that wide-ranging causal explanations art out of 
place in political economy (or social science generally). 

0 
It is 

sometimes possible to locate conclusively proximate causes of a 
particular event - for instance, an assassin's bullet was the cause of 
the death of the Austro-Hungarian archduke in 1914 in Sarajevo. But 
as soon as we look for more ultimate causes we run into the 
quagmire of the search of the causes of World War One. And, as I 
have already explained, there would not be agreement even on the 
proximate causes of the Great Depression or the Great Inflation of 
the 1970s or the UK overheating of the late 1980s. 

One simple lesson can be drawn. From the point of view of 
diagnosis, insight and fl air are more important than whether an 
analyst claims to be monetarist, Keynesian or institutionalist or post
Marxist. Speaking as an upholder of a broadly monetary approach to 
inflation, I would still find that the analysis of a sensible 
institutionalist who realises that monetary policy has a role in 
accommodating or resisting the forces he describes, could provide 
more illumination today than a rigid monetarist who applies 
parametric estimates from past data without asking how far they still 
apply. Such a monetarist would be like a metallurgist in the earlier 
copper thread example who waited so long for overwhelming 
evidence that the tensile strength of the wire had changed that 
meanwhile the weight dropped on his foot. A demand-pull analyst 
who sees the parameters linking money (or for that matter the 
capacity gap) to inflation changing in recent years might get the best 
of both worlds. 

The formal conclusion of this lecture is: 

(1) For many economic issues (and other issues in human affairs) 
we must be content with an interpretation rather than a far
ranging causal theory; 

(2) The flair and insight of the analyst are often more important 
than the school of thought to which he or she belongs. 

There remains the question of how to proceed in a world of 
government and central banks who cannot rely on individuals of 
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such flair either being available or being in dominant positions. (The 
problem is akin to that put more technically in more academic tracts 
as the choice of policy in the face of model uncertainty; but the issue 
is rather wider.) 

The present tendency is to bypass the insoluble theoretical problems 
with institutional processes. An example is the contemporary cult of 
central bank "independence". The claim, when properly stated, is for 
operational independence in following a politically determined 
objective. 

What should that objective be? In view of the failures of attempts to 
steer by intermediate objectives, such as the money supply or the 
exchange rate, the fashion now is to make this objective one for 
inflation, leaving scope for discretion in its pursuit. 

I have explained elsewhere why I think this insufficient and would 
prefer an objective for nominal demand. But in whatever language it 
is expressed there is a need for a policy framework, which gives 
discretion to counteract large cyclical fluctuations or spiralling 
recessions within the constraint of a medium term inflation 
guideline. Such a framework is certainly possible long before there is 
an agreement on a long chain of cause and effect relations, which 
may never come. 

A nominal demand objective would allow policy makers to 
counteract recession and slump directly, so long as that did not 
involve an inflationary take-off. On the other hand they would be 
encouraged to act in good time and not accommodate unsustainably 
rapid increases in output, even if inflation had not yet increased. In 
both cases reliance on highly vulnerable econometric forecasts - or 
for that matter on expectations of financial markets which may be 
equally misguided- would be reduced.

11 

I would prefer to end with an analogy which may be of more interest 
to those with limited appetite for monetary controversy. You may 
find it surprising, but it should grow on you if you reflect on it. It is 
with the job of technical directors of Alpine railways in countries 
such as Switzerland, Austria or Bavaria. 

Such officials do not spend too much time arguing about the 
fundamental causes of events such as avalanches and snowstorms; 
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and they will readily accept that each such event may have a very 
different history. Those of a mathematical tum might find large scale 
simulations of weather systems suggestive and educational. But my 
guess is that they do not play much part in their day-to-day work. 

They will of course get as much help as they can from very localised 
weather forecasts. But they will try not to be too dependent on them. 
Their main job is to assess the contingencies which are liable to occur 
and make sure they have enough in the way of snow barriers, snow 
ploughs and similar devices to cope. They will also need to be 
prepared for extreme contingencies in which they would completely 
close down particular lines. Any operational model they have is 
largely in their heads; and if they happened to know economics they 
would not claim to optimise, merely to satisfice. 

I would not ask - not entirely hypothetically of those who travel in 
these regions - whether they would have more confidence in an 
experienced transport manager with a proven record or with a 
business school graduate adept at meteorological simulations. The 
management of Alpine railways might tum out to be a better model 
for economic policy makers than the more formal methods at present 
in vogue. 

Appendix I A unifying theory 

I have tried in this lecture to avoid even attempting to give a survey 
of modern economics - which is now so protean a field . But I cannot 
resist responding briefly to the query put to me whether economics 
is doomed forever to be without a grand unifying theory such as the 
theories of Newton, Einstein or Darwin. 

Some would argue that economics already has its unifying theory in 
Adam Smith's concept of the Invisible Hand and his advocacy of a 
system of Natural Liberty. (I am avoiding all questions of Smith's 
own indebtedness to various predecessors, apart from Hume who 
had a much clearer view of macroeconomics.) The Smith theory still 
provides much better insights than many pages of equations in 
modern text books. But I would not argue that it is itself sufficient. 
Nor do I believe would Smith himself have so argued in view of his 
excursions into the theory of moral sentiments, his lectures on 
jurisprudence and much else. 
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More recently, much of modern economics has been developed as 
the theory of rational choice, which is interpreted as individual 
utility maximisation subject to constraints. Indeed this aspect has 
become developed so far as to become virtually a branch of 
mathematical logic. Some mainstream economists would argue that 
the general equilibrium systems erected on the basis of such 
maximisation provide the theoretical key to understanding the 
economic universe. Readers are referred to Blaug for an explanation 
as to why this is a blind alley. But of course utility maximisation 
need not involve general equilibrium. It could be linked to moving 
equilibrium or to an evolutionary process where equilibrium is never 
reached. 

The underlying working hypothesis of the neo-classical economist -
whether he is an adherent of general equilibrium or not - is that, 
despite appearances to the contrary, much human behaviour is 
rational in both the common sense and the specialist sense. That is its 
secret message - regarded as too rarified or implausible or 
unpersuasive to convey to the hoi polloi. 

There remains the problem of what it is economic agents are trying 
to maximise. A tempting first approximation is to say that it is the 
present value of all their wealth including their future income 
receipts. If it is objected that this is much too narrow a concept of 
human motivation, the neo-classical economist will often try a much 
broader concept of utility identified with whatever it is individuals 
happen to seek. The trouble with this interpretation is that it all too 
easily becomes tautological and is made to say that people seek 
whatever they seek. 

In trying to put more content into utility maximisation, it is tempting 
to say that the unifying Darwin-type theory is indeed provided by 
Darwin himself, as embellished by later genetic discoveries. 
Evolutionary theory might treat both the search for personal material 
well-being and the pursuit of various kinds of altruism as special 
cases of the drive of the gene to reproduce replicas of itsel£.

12 

But it may be a long time before evolutionary theory can help with 
what the person in the street regards as economic problems. The 
most direct and obvious applications of Darwinism to the social 
sciences is to subjects such as the psychology of sex differences or 
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sibling rivalry or generation conflicts. The main consequences of 
incorporating Darwinism into economics, at least initially, are likely 
to be for the theoretical foundations of economic theory rather than 
in helping to understand, say, inflations and depressions. 

I originally posed the problem of the lack of an economic Darwin or 
Newton out of exasperation with my own over-complicated attempts 
to explain changes in the inflationary environment in the context of a 
demand-pull model (page 10). But it may be that such issues will 
remain forever complex and tortuous and not subject to blinding 
simplifications and hence continue to require what I have called 
historical interpretation. 

Economic policy may resemble the launch of a rocket in that it 
requires not only the main principles of physics but a lot of 
subsidiary theories and specific information. I was going to say that 
it may also lack forever a Cape Canaveral degree of precision. But 
then I recall rockets which have come down to earth with a rapidity 
even greater than Britain's ejection from the European Exchange Rate 
Mechanism in 1992. 

Appendix II Friedman and The Bank of England 

The Friedman project to link inflation and large scale economic 
fluctuations to monetary movements has been summarised in the 
main text. The project took up the best part of three decades to 
research in the USA. But there was a sad sequel in the UK. 

By far the most important work to emerge from the Friedman
Schwartz project was A Monetary History of the United States, 1867-
1960, published in 1963. The emphasis there was on business cycle 
movements and short-term relations. There was also a final volume 
attempting to draw out long-run relations between money, prices 
and incomes over averages of complete cycles. This work was more 
or less complete in 1966, but the authors were persuaded to postpone 
it until they could incorporate British data, which gave them a lot of 
trouble and the book (Monetary Trends in the US and the UK) did not 
appear until1982. Naturally it did not employ econometric methods 
which had been developed in the 1970s and 1980s. 
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Someone at the Bank of England seemed to believe that the whole of 
monetarism stood or fell with this particular late product of the 
Friedman-Schwartz collaboration. Accordingly the Bank arranged 
for a critical paper to be prepared by two econometricians, David 
Hendry and Neil Ericsson, for its Panel of Academic Consultants 
meeting in October 1983. Hendry had a legitimate agenda. He felt 
that even the most advanced US econometric techniques simply tried 
to illustrate rather than to test the underlying economic theories (a 
point that occurred to me as an undergraduate), an error he hoped to 
correct. 

But more down to earth motives were involved. The critical paper 
was leaked to the Guardian and written up under headlines such as 
"Monetarism's Guru Distorts His Evidence" and a Bank economist 
(as usual unnamed) was quoted as saying that the critique "blows 
Friedman out of the water" . This treatment reflected the shocked 
disbelief with which the British policy establishment reacted to the 
monetary approach to inflation with which the Thatcher government 
was flirting. Its origins lay not in any devotion to advanced methods, 
but in profound and hostile ignorance of much of the thinking 
outside a 30-mile radius of Whitehall. 

Because of the bad vibrations, the Hendry article did not achieve full 
academic publication until 1991, when it appeared together with a 
Friedman-Schwartz riposte, which defended their methodology of 
working intensively on a small set of variables, adding to the set 
sequentially. The jury is still out; but the case before the court is no 
longer fashionable . 
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Endnotes 

To take an example outside the strict scope of this lecture: I have only 
quite recently discovered that "Hume's Fork" is a name sometimes given 
to the assertion that "either our actions are determined, in which case 
we are not responsible for them; or they are the result of random events 
in which case we are also not responsible for them" (taken from The 
Oxford Dictionary of Philosophy) . As this is something I have believed all 
my life, it only serves to confirm my admiration for Hume. (The 
intelligence, which has profound implications for our attitude to blame 
and crime- see A J Ayer, Philosophy in the 20th Century (1982), pp 16-17-
has not yet reached the Home Secretary.) 

Those interested are recommended to examine The Methodology of 
Economics by Mark Blaug (1992), and for a more free ranging discussion, 
the work by D Hausman, Economics and Philosophy (2nd ed, 1992) 

What Philosophy Is, (1985). 

A J Ayer, Hume (1980). 

Peter Kennedy's definition in A Guide to Econometrics (3rd ed, 1992). 

Named after some obiter dicta by Professor Charles Goodhart, a former 
Bank of England economist. 

This section is heavily indebted to Basu's review of Hicks in the Indian 
Economic Review Ganuary-June 1981). 

The clearest and most up to date account of Friedman's teachings on the 
relation of money to inflation and economic fluctuation is to be found in 
Chapter 2 of Monetary Mischief(1992) . The book has not had the attention 
it deserves, perhaps because it is neither polemic nor technical tract. 

This potted history of the debate on the causes of the Great Depression 
and other aspects of the Friedman project is indebted to Hammond's 
account in Theory and Measurement: Causality Issues in Milton Friedman's 
Monetan; Economics (1995). 

10 Bertrand Russell indeed maintained that causal statements did not have 
the importance normally attributed to them even in the physical 
sciences. He remarked in his now under-rated History of Western 
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Philosophy (1946): "Propositions of the form 'A causes B', where A and B 
are classes of events, do not occur in well-developed scientific theories". 
This quotation has caused some puzzlement. What could Russell have 
meant by his assertion, which he threw out casually in the course of his 
chapter on David Hume? As it is quite impossible to ask him (unless his 
theological views were totally wrong!), let me try to reconstruct his 
argument as best I can. 

He could have meant the following:-

(a) It is usual in advanced physical science to think of mutually 
determining systems like the solar system, where it makes no sense 
to ask what is the cause of the earth going round the sun. Talk of 
causality is even more misplaced in Einstein's General Relativity, 
where the motion of heavenly bodies derives from the geometrical 
properties of space-time. It also makes no sense to ask about cause 
and effect in general equilibrium Walrasian economics. The prices 
and quantities are all mutually determining and there is no causal 
arrow from one to another. 

(b) Causal relationships may apply to lower grade events, such as 
lightning or thunderstorms. Above all, causality is used in the 
natural sciences to explain individual events. The answer to why the 
apple fell to the ground is not "gravity" but because a boy shook a 
branch of the tree. I have argued that even individual causality will 
only take us a certain way in the less well-developed social sciences. 
There is a formal similarity between general equilibrium theory, in 
which every price and quantity depends on every other price and 
quantity, and the mutually determining systems of Newtonian 
physics. But this is not a helpful comparison if you are persuaded 
by Blaug's verdict on the futility of such theory. He laments that it 
should have become the most prestigious of all branches of 
economics to which the most ambitious practitioners aspire. 

The reason for the limitations of causal reasoning in economics are more 
mundane than the ones Russell mentions. They rest on the very great 
importance of background conditions - which dwarf in importance such 
causal laws as can be found - and the ex treme multi-causality of most 
events. 
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11 Most of the opposition to such a framework comes from those who are 
so influenced by passion for rigid quarter to quarter targets, 
mechanically related to volatile and unreliable GDP estimates, that they 
cannot envisage general guidelines which leave policy makers free to 
exercise discretion within them. Of course my proposal would be 
unnecessary if there were a fully specified and reliable short term 
Phillips curve. But there isn't. See my Capitalism with a Human Face (1995) 
Part 3. 

12 See my essayinG Mulgan (ed), Life After Politics (Fontana 1997). 
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The David Hume Institute 

The David Hume Institute was registered in January 1985 as a 
company limited by guarantee: its registration number in Scotland is 
91239. It is recognised as a Charity by the Inland Revenue. 

The objects of the Institute are to promote discourse and research on 
economic and legal aspects of public policy questions. It has no 
political affiliations. 

The Institute regularly publishes two series of papers. In the Hume 
Paper series, now published by Edinburgh University Press, the results 
of original research by commissioned authors are presented in plain 
language. The Hume Occasional Paper series presents shorter pieces 
by members of the Institute, by those who have lectured to it and by 
those who have contributed to 'in-house' research projects. From 
time to time, important papers which might otherwise become 
generally inaccessible are presented in the Hume Reprint Series. A 
complete list of the Institute's publications follows . 

Hume Papers 
1 Banking Deregulation (out of print) Michael Fry 

2 Reviewing Industrial Aid Programmes: 
(1) The Invergordon Smelter Case Alex Scott and Margaret 
Cuthbert 

3 Sex at Work: Equal Pay and the "Comparable Worth" 
Controversy Peter Sloane 

4 The European Communities' Common Fisheries Policy: A 
Critique Antony W Ones 

5 The Privatisation of Defence Supplies Gavin Kennedy 
6 The Political Economy of Tax Evasion David J Pyle 
7 Monopolies, Mergers and Restrictive Practices: UK Competition 

Policy 1948-87 E. Victor Morgan 

Published by Aberdeen University Press 
8 The Small Entrepreneurial Firm 

Gavin C Reid and Lowell R Jacobsen 
9 How should Health Services be Financed? Allan Massie 
10 Strategies for Higher Education- The Alternative White Paper 

John Barnes and Nicholas Barr 
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11 Professional Liability Roger Bowles and Philip Jones 
12 Deregulation and the Future of Commercial Television 

Gordon Hughes and David Vines 
13 The Morality of Business Enterprise Norman Barn; 
14 Copyright, Competition and Industrial Design Hector MacQueen 
15 Student Loans Nicholas Barr 
16 Agathotopia: The Economics of Partnership James E Meade 
17 Beyond the Welfare State Samuel Brittan and Steven Webb 

Published by Edinburgh University Press 
18 Public Broadcasters: Accountability and Efficiency Robin Foster 
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