The Talking Economics Project

BRINGING AN ASSOCIATIVE PERSPECTIVE TO ECONOMIC LIFE

A collaboration between Arthur Edwards and Christopher Houghton Budd,
the Talking Economics Project provides a vehicle for associative
economics to contribute to current debates in a way that has both substance
and is accessible to the everyday person. Through a combination of
publications, workshops and other events, Talking Economics seeks a
shiftin the language of economics such that the condition of global economy,
in which 21t humanity finds itself, can be better understood.
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ATOZOF ECONOMICS

A Aristotie

Each month in this section a specific
tapic will be chagan with he aim of
buicing a glessarny aboul econamic
life fram an associative point of view.
Az an example, consider Anistotle.
Madem ecanomics realy beging
with Arestofie and thus pre-diabes the
subsequent development of market
meory. While undemstardable, the
idea of & marketised warld in which
human baings hava anly ewver
Tuneticnid in Ierms ol Supply and
chemand & nod e, The marke & &
late and relkstvely unsaphisticated
wiew. Moreavear, it places the human
baing outside economic events,
suggasting that he should not
inberlere with B chiecihily’ of
rarket lorces. How different is the
gastune in the wanderiul phrasa
from Aristotle in which he describes
a5 frea the ang who gives 5in the
right wery %0 the right pessans 1o the
right amoun &l e right lime....~
{Michomachaen Ethics, Book IV,
Chaptar 1.) Freedom here does not
maan laissez-faira, but a matter of
sersing wha is right. Thus. fhe
Frurmar Eineg i5 s a5 [ cerdrl
agent for inroducing maral conten
Inko econamic acthiby. A skee to the
market he is not!

A Pound for the World

Speculation in the fnancial markets sell i3 sometimes matched by that of jourmalists anempling
b ddetermine the market™s mood, The dollar’s situstion and its future as a key cumency is presently
exercising the mind of many a columnist.

For example: William Rees-Mogg, a British elder-journalist, somewhat dromatically warns that
the “avalanche is coming” in the title of his piece in The Tises, London, Monday November 23
2004, Taking as his starting point the cyclic relationship between gold, which is ot its highest
for 16 years, and the dollar, which has been “at its lowest level in the lifetime of the eara®. he goes
o L undlerlme why he thinks we shoubd be worned by this essential weakness of the dollar and
expect an avalonche of cheap dollars. Stating that the Federal Beserve is becoming extremely
anxious, he cites Alan Greenspan's waming that the US current account deficit is unsustainable.

Anatole Kaletsky, by contrast, also writing in The Tiwees { Tuesday November 30%) is altogether
mare sanguime. Teasingly, he opens his plece by asking *How far will the dollar fall and how
much damage will it do o the world economy?” He admits that “nobody who matters in
Washington cares about the deficit’ and “taxes will probably be cut yet again under the pretext
of social security reform’”. He then goes on o declare that “There is no good economic reason for
US policymakers to worry abouwt gither budget or trade deficit, as long as there is no sign of the
naaly consequendces that these supposedly produce, namely high-interest rates and nsing
inflation, According to Kaletsky, ‘President Bush is doing the US citizens a favour by bormowing
as mich as he can at 4% from gullible foreign investors and then devaluing the dollar before he
repays these debts,” Kaletsky thinks there is also something in it for the rest of the world who can
“enjoy the devaluing dellar by taking cheap holidays to Disney World,”

et while Kaletsky feels that thas is simply a siuatson that needs 1o be sensibly managed - by the
European Central Bank becanse he believes that policy changes in the US and Chinn are out of
the question — Reca-Mogg thinks that there is an underlying structural question at issue. Focusing
on what it means ko be a key cumency and how it may entail structura] weaknesses, be reminds
us that the problem is not a new one: in 19205 Britain the pound sterling was the key currency
and “Londen was siill the centre of the world exchange system.’ One might indeed add that
much of wday’s debate is reminiscent of the time when British drawing rooms were full of
nothing other than talk of the gold standard and how 10 manage the curmency situation.

Rees Mogg identifies the ability of the government of a key currency to barrow without limit
and apparently without penalty as one major igswe, because unlike governments of sther currencies
it is not subject to “the discipline of the market.” Lack of self-discipline couses a currency to
weaken and bocome in Fees Mogg's werms ‘cumulatively less competitive.” Added 1o this is the

Tl that sinee 1971, the dollar has been inconvertible — a0 is not backed by anything tangible —
a situation which he snys makes the dollar *unusual and vulnerable’. It is an interesting paradox,
o might think of a key currency as the leading actor who is simultaneously holding up the
stirgze while sther actors climb on: such a respansibility is bound to make the strong man vulnerable,

From an asociative point of view, one cannot realistically understand the global currency
situation without being able to take a perspective on the 20%21% century as a whole, without
having an image of before and after, where we came from and wisere we intend 1o go. Economists
cannot afford 10 be ahistorical; stll now in the 21% century one must be able to appreciate the
rale of sterling in the kst because of its role in the way the world's economy has unfolded.
Equeally, it 15 of concem if the currency debate i3 conducted in terms of a heavyweighit boxing
match in which the dollor has a showdown with the euro, in order to decide who gets to face the
wuan. The role of sterling should be understood not in a political or a geo-political sense bur in
a purely ecomomic one. Clearly sterling does not now exert a foree of the kind that the LS has
exerted through the dollar, Therein lies a lesson — sterling could et maintain its role as key
curreincy, partly for the reasons that Rees Moge outlined, but primarily because o play such a
roke in a global economy = ne longer & realistic economic thing 1o do, The age of the key




LEAD ARTICLE

Opening with a main article as a springboard, each
edition centres on a theme that is reflected in the
other contributions.

A TO Z OF ECONOMICS

Taking a new topic each month, this column serves
both to build up a glossary of associative
economics and to identify the terms used with an
associative meaning.

EDITORIAL

The editorial provides an overview of the edition as
a whole. Scanning the current economic
landscape, it aims to make connections, highlight
issues and offer missing

thoughts.

THE VIEW FROM RARE ALBION

A regular column written by Christopher Houghton
Budd, an economic historian with a focus on
banking and finance, and author of the book of the
same name.

SIGNS OF THE TIMES

The deeper significance of economic events can
easily pass us by. This section focuses on items
gleaned from a range of sources, and puts them in
a context that can help us understand the changing
nature of modern economic life.

FEATURE

Occupying the centre pages, this section offers in -
depth treatment of a theme in the form of an
interview, project profile or article.

REVIEWS AND REPORTS

Based on an on-going survey of economic events,
Reviews and Reports draws attention to books and
events that illustrate or promote the emergence -
whether explicit or implicit - of an associative
approach to economic life.

ARCHIVE
A column that reproduces bygone material where

to do so seems useful to understanding current
developments.
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A place for readers’ contributions, but also for

extracts from ongoing dialogues from a variety of
sources such as e-exchanges, and bulletin boards.

DIARY

Dates and details of happenings past, present and
future.

POSTSCRIPT
Contemplative and provocative, this section looks

back on the editon as a whole and comments
generally on the prospects for tomorrow.
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