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In a Walrasian auctioneer market, the auctioneer calls out the demand and supply prices.  An agreement is reached between a single buyer and seller.  The two parties come together to make an exchange in instantaneous time.  The transfer of services/goods is full and fair.  After the exchange has taken place, there is no further attachment between the seller and buyer. 


These are familiar concepts to students of economics.  Of course, familiarity is not the same as believability.  In fact, most students—including those of neoclassical leaning—realized that these concepts are rare occurrences in everyday real life.  John McDermott observed the same paradox, but unlike most contented neoclassical economists, he wanted an escape from this fairy tale quagmire. 


One cannot stage a complete escape from neoclassical theory by attacking fringe ideas, and McDermott seemed to understand this point.  He began his book, Economics in Real Time: A Theoretical Reconstruction, by dismissing the very heart of neoclassical theory. First, McDermott argued that economic purchases are not carried out in instantaneous time, but rather, in positive time intervals.  He cited four classes of contemporary goods and services that require positive time exchanges: 1) automobiles and other mechanical appliances, 2) electronic goods such as personal computers, 3) semi-prepared food, and 4) medical and retirement plans (p.2).  Second, McDermott called for the abandonment of an individualistic microeconomics.  All economic analyses must begin at the social level because people are born into and live in human fabricated societies.  He believed that the existence of government and private policies to deliberately shape the productive qualities of the workforce is sufficient evidence against the methodological individualism myth.  We will return to McDermott’s argument about productive qualities of the workforce later.


After laying out his escape route, McDermott dedicated chapter two through seven to elaborate on the details.  Chapter 2 begins with an all important question: What is a commodity?  McDermott’s answer is a rather lengthy one—encompassing a history of thought lesson going from Aristotle through Marx.  He ended the chapter by noting that a commodity is a) any social-material object with relatively uniform characteristics, b) it is produced in a truly social way, c) its use-value is socially codified to a large degree, and d) it reflects the evolution of human social-material practices and relationships (p.38).


Chapters 3 and 4 are McDermott’s grand justification for his dismissal of neoclassical instantaneous exchange.  McDermott said many purchases in modern societies are better characterized as complex distribution processes rather than pure exchanges.  The buyer does not just pay for services he/she will receive once money changes hands.  Instead, the buyer advances money to the seller for potential services.  The buyer cannot use these potential services until a later day when he/she buys further complementary goods and services.  For example, a buyer does not buy a personal computer that only type and compute.  He/she advances money to buy a PC that has the capability to email.  In order to utilize this capability, the buyer has to later buy internet service from a provider.  McDermott believed distributive purchases in positive time have three implications for the wider economy.  First, investment is no longer supported by private properties.  Investment has become socialized because multiple buyers are now advancing funds for a seller’s future projects.  Second, the relationship between the buyer and seller is characterized by inequality.  The seller has the upper hand because he/she receives profits for monetary advances that he/she did not have to make.  McDermott thus considered consumption in modern societies to be a “many-to-we social relationships emanating from the productive firms” (p.59-61).  And third, the investment funds that a buyer advances to the seller serve as liens against his/her future income.  Internet services, printer, technical supports, antivirus protection, and so forth are all liens against a buyer's future income due to the purchase of a PC.  Hence, many real world purchases do come with strings attached.


Chapters 5 through 7 focus on McDermott’s social labor-power theory, and they constitute the better section of the book.  Countless economists have argued against methodological individualism, but few have done it as successfully as McDermott using Marx’s concept of labor-power as the entry point.  McDermott rejected the terms “manpower,” “labor force”, “working class,” “labor,” “labor-power,” “workers,” “producers,” and the “producing class” as the accurate representation for the productive qualities of the modern workforce (p.80).  He chose the term “social labor-power” because it does not analytically exclude factors that govern the labor-power’s size and changes (p.82).  McDermott further stated that there is only one criterion for someone to be included in the social labor-power: “Does his or her labor produce enhanced productive abilities in others?” (p.82)  In that sense, housewives, students, and apprentices all contribute to the social labor-power.


Next, McDermott examined the modern employment system and concluded that there are seven modal courses of employment; these courses include Elites, Managers, Entrepreneurs, Regulars, Marginals, Excludeds, and Labor-Power Producers (p.91).  He utilized the latter part of Chapter 5 to present an in-depth descriptive study of each modal course.  


Chapter 6 begins with another question.  How does the social labor-power get reproduced over time?  McDermott turned to Institutional theory for the answer.  He said that the social labor-power has the unique characteristics of being both self-altering and self-expanding.  People expand the productive qualities of the social labor-power through mentor-led learning and self or group-led research.  In other words, McDermott seemed to say that instrumental knowledge is the fuel needed for the production of social labor-power.  Why McDermott did not state his point in this more practical manner, we just do not know.


Chapter 7 is perhaps the most controversial section of the book.  McDermott presented a novel interpretation of Schumpeter’s creative destruction process.  Unlike neo-Schumpeterians like Langlois (2006) and Teece (1997) who are convinced that creative destruction is the defining feature of the 21st century economy, McDermott considered creative destruction to be “the exception and can’t be the rule” (p.135).  McDermott said the central banks and private corporations have kept price levels on productive assets high in order “to make sure that the tension between historical prices and anticipated returns is not so great as to ‘creatively’ threaten the great bulk of those historically priced productive assets” (p.135).  Because investment returns are guaranteed to be high, firms are not compelled to improve their productive methods.  Creative destruction cannot take place when agents involved have no monetary motivation to move forward; consequently, the blockage of creative destruction leads to slowed economic development.


McDermott then used the second part of Chapter 7 to define the terms price and value independently from each other.  He said that the value of a commodity can only be determined in the future.  A commodity has value only insofar as its employment amplifies the productive capacity of the social labor-power (p.137).  On the other hand, price is determined in the past.  A price is an estimate of the costs—including the social labor-power—required to produce a commodity; therefore, price cannot act as a signal for value, and the two terms are not synonymous to each other.  McDermott concluded that actual prices have more often reflected the desire for greater economic profits than the amplification of productive capacity.


In Chapter 8, McDermott reiterated his argument on price and value.  The reiteration, while quite tedious, does serve a useful purpose; it prepares us for McDermott’s final recommendation to economists and laypeople alike.  McDermott called for the socialization of the manner in which prices are determined:

If we continue to accept the immense advantage and flexibility of price-denominated production and distribution of goods and services, then those prices…should be weighted to reflect the present and future needs and desires of the social labor-power in some manner democratically organized—value—and not to preserve the property values established in the past and nonproductivity projected into the present and future (p.159).

McDermott understood that critics may charge his recommendation for being too utopian.  Consequently, he cited practical policies such as energy consumption taxes, fair wage requirements, and health and safety regulations as ways to ensure that prices more reflect the needs of the social labor-power.  


Upon reading this text, we have to appreciate McDermott’s theorizing skills.  He did not just attack neoclassical microeconomic theory; he presented a concise alternative.  His theory has a clear entry point, the social labor-power, and his economy operates in real, positive time.  And whereas the neoclassical economy is statically anchored at some unknown point, the McDermott’s economy is vibrantly alive and has the capacity to continually expand outward.  The McDermott’s escape route is a very optimistic way out of the current neoclassical black hole.  


Yet, the formulation of every theory is always followed with more empirically and theoretically-related questions.  First, how do we measure the aggregate social labor-power?  Do individuals make different contributions—both in terms pf qualitative and quantitative—to the social labor-power, and how do we measure these differences?  After all, if we cannot measure the total social labor-power, how do we know if it is expanding (or contracting)?  Second, are there other ways to socialize price determination besides the policies mentioned by McDermott?  Third, are there other classes of goods and services whose purchases exhibit positive time intervals, complex distribution processes, and investment advances made by buyers?  The list goes on.  


In our opinion, McDermott’s ability to generate these questions and motivate others to seek out answers is perhaps his greatest achievement in this book.  And this is an accomplishment that any economist is more than happy to accept.
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