
Final Paper Topics 
 

I. Socialism and Economic Planning: Literary Perspectives 
 

A “Utopian” novel is a novel set in some alternative reality (often the future) in which 
things are far better than in the author’s current reality. A “Dystopian” novel describes an 
alternative reality that is worse than the author’s present reality. Authors write these sorts 
of books in order to explore and illustrate points about human nature under various 
circumstances, point out problems with the world they live in, or speculate about the 
likely outcomes of social trends they see as important. Starting about the second half of 
the 1800’s, authors began writing “economic Utopias”, in which the key feature of the 
rosy alternative reality being described was its different economic system. By the mid 
20th century, several economic dystopias had been written as well, in which some 
alternative economic system (either an extrapolation of the contemporary one, or a 
version of some popularly proposed replacement) had led to a seriously flawed society.  
 
For this topic you first must read one economic Utopian novel, Looking Backward, 2000-
1887, by Edward Bellamy. You must then read one of two economic dystopian novels, 
either Brave New World by Aldous Huxley or Player Piano by Kurt Vonnegut. All three 
of these novels portray planned societies; in each, the leaders of the society believe that 
the planned society in which they live is far superior to the unplanned, “chaotic” 
capitalist system that proceeded it. Looking Backward was written in 1886, when the idea 
of socialism was relatively new and undiscussed in America. Brave New World was 
written in the thirties, when, as you know, debates over the desirability and feasibility of 
socialism and other forms of economic planning were widespread and heated. Player 
Piano was written in the fifties, and reacts to the technocratic confidence of many post-
war American intellectuals that socio-economic problems were essentially engineering 
problems that could be solved by experts. 
 
The debates over socialism that we covered in class revolved around matters like alleged 
efficiency and equity problems caused by capitalism, and how a socialist economy might 
(or could not possibly) solve the “economic problem” (how to produce, what to produce, 
for whom to produce it). In your paper, discuss the presence in the books you read of 
themes from these debates. Do the authors even address the existence of an economic 
problem that a planned society must solve? If so, how does the society they describe 
solve it? For example, does Bellamy’s description of a socialist Utopia look anything like 
what the socialist writers we studied had in mind? Does he answer any of the questions 
about the feasibility of socialism that Hayek raised? If you read the Huxley or Vonnegut 
book, is there a description of how the economic system solves the basic problems of 
allocating resources properly and choosing what to goods to produce for the consumer? If 
these solutions are unsatisfactory, do their failings reflect Mises’s and Hayek’s concerns 
about the problems of planned economies, or are they failures of a different sort? 
Remember, these authors are not economists, so there may be holes in their economic 
logic, and some questions about the functionings of their fictional economic systems that 
seem obvious to economists may be left unanswered.  



However, debates about socialism also involved other problems besides the “economic 
problem”, and literary treatments of hypothetical planned societies (or of capitalism) 
typically focus on aspects of the question of how to organize society that were little 
discussed in the debates between Hayek, Mises, and the socialists. The author may use 
other standards besides efficiency and equity in the production and distribution of 
material goods to judge the superiority of one economic system over another, exploring 
matters such as how the system affects the spiritual well being of the people, or how it 
affects various non-material aspects of quality of life. The author may believe that certain 
features of socioeconomic organization can influence human nature for good or ill, or 
may believe in fixed elements of human nature that are channeled to good or bad ends by 
the socioeconomic system. You should also be on the lookout for these sorts of themes in 
your reading, and should identify and analyze them in your paper.  



II. The Debate over Administered Prices 
 
 In the 1930’s the economist Gardiner Means put forth the “Administered Prices 
Hypothesis”, which claimed that many prices in the economy were not determined by 
supply and demand in markets, but were “administered” by corporations with market 
power. In articles and reports he presented evidence supporting the importance of 
administered prices in the economy, described how the existence of administered prices 
would lead to various observed economic phenomena, and outlined policy implications 
that would follow if administered prices were significant phenomena. Two important 
articles laying out Means’ arguments and evidence are: 
 
Price Inflexibility and the Requirements of a Stabilizing Monetary Policy  
Gardiner C. Means, Journal of the American Statistical Association,  Vol. 30, No. 190 
(Jun., 1935), pp. 401-413 
 
http://links.jstor.org/sici?sici=0162-
1459%28193506%2930%3A190%3C401%3APIATRO%3E2.0.CO%3B2-9 
 
 
Notes on Inflexible Prices. Gardiner C. Means, The American Economic Review Vol. 
26, No. 1, Supplement, Papers and Proceedings of the Forty-eighth Annual Meeting of 
the American Economic Association (Mar., 1936), pp. 23-35  
 
http://links.jstor.org/sici?sici=0002-
8282%28193603%2926%3A1%3C23%3ANOIP%3E2.0.CO%3B2-6 
 
The administered price thesis played an important role in discussions of both economic 
policy makers and economists. It became a key topic in the mid-30’s during 
Congressional hearings into the causes of the depression and the possible role played by 
big business in causing and perpetuating the slump. It returned to prominence during the 
fifties, again in the context of Congressional hearings into the possibly deleterious effects 
of big business, when Gardiner Means and several like-minded economists testified on 
the role that administered prices played in causing inflation. 
 
In 1962, George Stigler published an article criticizing the theory and evidence behind 
the “administered prices cause inflation” argument; he was soon answered by John Blair, 
a supporter of Means’s theory. Their exchange can be found in the following articles.  
 
Administered Prices and Oligopolistic Inflation. George J. Stigler, The Journal of 
Business. Vol. 35, No. 1 (Jan., 1962), pp. 1-13  
 
http://links.jstor.org/sici?sici=0021-
9398%28196201%2935%3A1%3C1%3AAPAOI%3E2.0.CO%3B2-6 
  
 



 
 
 
Administered Prices and Oligopolistic Inflation: A Reply. John M. Blair, The Journal 
of Business Vol. 37, No. 1 (Jan., 1964), pp. 68-81  
http://links.jstor.org/sici?sici=0021-
9398%28196401%2937%3A1%3C68%3AAPAOIA%3E2.0.CO%3B2-%23 
 
[Administered Prices and Oligopolistic Inflation]: Comment. George J. Stigler, The 
Journal of Business Vol. 37, No. 1 (Jan., 1964), pp. 82-83  
 
http://links.jstor.org/sici?sici=0021-
9398%28196401%2937%3A1%3C82%3A%5BPAOIC%3E2.0.CO%3B2-4 
 
The controversy heated up again with the 1970 publication of the book The Behavior of 
Industrial Prices by Stigler and James Kindahl, in which the authors examined the 
administered prices hypothesis in light of a new set of price data collect in part to avoid 
data errors of which Stigler had previously accused Means. Means regarded the book as a 
deceptive attack on his life’s work, and published an article in the AER arguing that an 
honest appraisal of Stigler’s statistics actually confirmed the existence of administered 
prices. Stigler responded; the relevant articles are:  
 
The Administered-Price Thesis Reconfirmed, Gardiner C. Means, The American 
Economic Review Vol. 62, No. 3 (Jun., 1972), pp. 292-306  
 
http://links.jstor.org/sici?sici=0002-
8282%28197206%2962%3A3%3C292%3ATATR%3E2.0.CO%3B2-M 
 
Industrial Prices, as Administered by Dr. Means. George J. Stigler; James K. Kindahl 
The American Economic Review Vol. 63, No. 4 (Sep., 1973), pp. 717-721  
 
http://links.jstor.org/sici?sici=0002-
8282%28197309%2963%3A4%3C717%3AIPAABD%3E2.0.CO%3B2-8 
 
Means wanted to continue the debate, but the editor of the American Economic Review 
had had enough. Means took the issue to the executive committee of the American 
Economic Association (which publishes the Review); he claimed he deserved a right to 
respond further, to reveal the full extent of Stigler’s distortions and misrepresentations, to 
defend his scientific reputation. A compromise was reached in which a neutral third 
party, industrial organization specialist Leonard Weiss, was commissioned to examine 
the issues and the evidence. The resulting article was:  
 
Stigler, Kindahl, and Means on Administered Prices. Leonard W. Weiss, The 
American Economic Review. Vol. 67, No. 4 (Sep., 1977), pp. 610-619  
 



http://links.jstor.org/sici?sici=0002-
8282%28197709%2967%3A4%3C610%3ASKAMOA%3E2.0.CO%3B2-2 
 
 
If you choose this topic, you will need to read the above-listed articles, and also the 
Stigler-Kindahl book. You may also want to read other literature on administered prices 
cited in the listed articles, but I prefer that you not read any secondary accounts of the 
debate written by historians. In your paper you should discuss the various levels of this 
controversy – technical, methodological, ideological. Discuss the rhetorical styles of the 
combatants. Does the tone they adopt in their criticism, whether sarcastic, detached, 
exasperated, or objective, make their arguments more or less persuasive? When 
effectively countered on one point, do they tend to try to switch the emphasis to another 
point? Do they focus attention on the points where their argument is the strongest, instead 
of the ones that are logically most crucial to their argument? Finally, discuss what are, in 
your opinion, the merits of the actual arguments being made. Based on the evidence 
available to them, who made the most effective arguments, and why? Did one side win 
many battles but lose the war, because they were not able to make their case? Did 
Leonard Weiss provide a fair appraisal of the evidence and its significance?  
 



III. Terrance Hutchison’s Critique of Economic Theory 
 

In 1938, T.W. Hutchison published a book entitled The Significance and Basic 
Postulates of Economics. Hutchison was a student of Joan Robinson at 
Cambridge, trained in the Marshallian Neoclassical tradition. He also, however, 
had an interest in methodology, and was attracted to the ideas of the logical 
positivists and Karl Popper, who argued that what differentiated scientific 
propositions from non-scientific discourse (metaphysics, propaganda, etc.) was 
that the former could be proven true or false by an appeal to empirical evidence. 
Hutchison examined economic theory in light of this definition of science, and 
found it wanting. Economics was not science.  
 
The book was published at a time when a number of neoclassical economists, 
aware of the work of the logical positivists as well as other methodological ideas, 
such as  behaviorism and operationalism, that stressed the necessity of working 
with observable and measurable concepts, were feeling uneasy about the state of 
economics. Hutchison’s book helped to bring matters to a head.  
 
One lengthy response to Hutchison’s book came from Frank Knight, who wished 
to attack not just what Hutchison had to say but logical positivism more broadly. 
The exchange between Hutchison and Knight can be found in 
 
"What is Truth" in Economics? Frank H. Knight 
The Journal of Political Economy > Vol. 48, No. 1(Feb., 1940), pp. 1-32  
 
http://links.jstor.org/sici?sici=0022-
3808%28194002%2948%3A1%3C1%3A%22ITIE%3E2.0.CO%3B2-3 
 
The Significance and Basic Postulates of Economic Theory: A Reply to 
Professor Knight T. W. Hutchison The Journal of Political Economy > Vol. 49, 
No. 5 (Oct., 1941), pp. 732-750  
 
http://links.jstor.org/sici?sici=0022-
3808%28194110%2949%3A5%3C732%3ATSABPO%3E2.0.CO%3B2-X 
 
The Significance and Basic Postulates of Economic Theory: A Rejoinder 
Frank H. Knight The Journal of Political Economy > Vol. 49, No. 5 (Oct., 1941), 
pp. 750-753  
 
http://links.jstor.org/sici?sici=0022-
3808%28194110%2949%3A5%3C750%3ATSABPO%3E2.0.CO%3B2-T 
 
 
Almost 15 years later, years which saw the marginalist debates, the  
“measurement without theory” debate, and the Friedman’s essay on positive 
economics, Fritz Machlup took issue with Hutchison’s criticism of neoclassical 



economics, in “The Problem of Verification in Economics,” Southern Economic 
Journal, July 1955, pp. 1-21. In the April 1956 issue of the same journal, 
Hutchison and Machlup exchanged a response and a rejoinder (pp. 476-493).  
 
If you choose to write on this topic, you must first summarize Hutchison’s 
argument, then give brief accounts of the exchanges between Hutchison and 
Knight, and Hutchison and Machlup. Try to distill and communicate the essential 
points that Knight and Machlup are trying to make, as well as summarizing 
Hutchison’s response to each. Identify strong and weak points in the arguments 
made by each man.  
 
Your second task is to examine modern economics in light of the controversy 
touched off by Hutchison. To what extent, if at all, do Hutchison’s criticisms 
apply to economics as practiced today? Do you find in the arguments of one of 
these men a picture of what you believe to be a reasonable methodology of 
economics? If not, can you propose one out of pieces of the arguments advanced 
by these men as well as Friedman and other writers on methodology that we have 
looked at this term? Finally, to what extent does the practice of modern 
economics correspond to what you believe to be a reasonable methodology of 
economics, and in what respects, if any, does it fall short?  



IV. The Attack on Monopolistic Competition 
 
As you know, the 1930s saw several attempts to develop alternatives to 
neoclassical value theory – alternatives that were still formalistic and deductive, 
but which were more “realistic”, in that they relaxed some of the unrealistic 
assumptions underlying theory of value for perfectly competitive industries.  
 
One of these alternatives was Edward Chamberlain’s “Theory of Monopolistic 
Competition,” broadly viewed at the time of its appearance as a seminal work, a 
first step towards a major reorientation of neoclassical value theory. History has 
shown that this enthusiasm was unwarranted. Chamberlain’s models of 
monopolistic competition (and Joan Robinson’s models of imperfect competition) 
are little more than occasionally mentioned curiosities in undergraduate 
economics textbooks, while the theory of the perfectly competitive industry, as 
refined during the 1920s, remains a workhorse for applied theoretical and 
empirical research in economics.  
 
Not all neoclassical economists were enthusiastic about Chamberlain’s 
contribution when it appeared. The position of the prominent neoclassical 
economists at the University of Chicago was that the theory of perfect 
competition and the theory of monopoly were sufficient to deal with almost all 
real world problems of value, and that the theory of monopolistic competition, 
despite its greater realism, was destined to be of little use to the filed of 
economics. The most vocal proponent of this position was George Stigler, who 
summarized his criticisms of Chamberlain in a 1949 address entitled 
“Monopolistic Competition in Retrospect”, (reprinted in Five Lectures on 
Economic Problems (London School of Economics and Political Science; 
London, New York, Longmans, Green, 1949) and The Organization of Industry 
(Homewood Ill: Richard D. Irwin 1968), both of which are in the MSU library.  
As you know, Milton Friedman also included a brief criticism of Chamberlain’s 
theory in his methodology essay.  
 
In 1961, the British economist G. C. Archibald published his own assessments of 
both Chamberlain’s theory and the “Chicago” criticism of it:  
 
Chamberlin Versus Chicago G. C. Archibald 
The Review of Economic Studies, Vol. 29, No. 1. (Oct., 1961), pp. 2-28. 
 
http://links.jstor.org/sici?sici=0034-
6527%28196110%2929%3A1%3C2%3ACVC%3E2.0.CO%3B2-F 
 
The journal later published responses by both Stigler and Friedman, and a 
rejoinder by Archibald: 
 
Archibald Versus Chicago George J. Stigler  
The Review of Economic Studies > Vol. 30, No. 1 (Feb., 1963), pp. 63-64  



Stable URL: http://links.jstor.org/sici?sici=0034-
6527%28196302%2930%3A1%3C63%3AAVC%3E2.0.CO%3B2-R 
  
More on Archibald Versus Chicago Milton Friedman  
The Review of Economic Studies > Vol. 30, No. 1 (Feb., 1963), pp. 65-67  
 
Stable URL: http://links.jstor.org/sici?sici=0034-
6527%28196302%2930%3A1%3C65%3AMOAVC%3E2.0.CO%3B2-5 
 
Reply to Chicago  
G. C. Archibald  
The Review of Economic Studies > Vol. 30, No. 1 (Feb., 1963), pp. 68-71  
 
Stable URL: http://links.jstor.org/sici?sici=0034-
6527%28196302%2930%3A1%3C68%3ARTC%3E2.0.CO%3B2-0 
 
The question of why Chamberlain’s theory was not taken up, developed, and used 
in any important way by the economics profession is a tough one. It may have 
been for some of the reasons pointed out by Chicago critics, but other factors 
could have contributed as well. If you write a paper on this topic, however, I 
would like you to assess the debate. First, briefly summarize Stigler’s criticisms 
of Chamberlain, and the content of the Archibald article and the Archibald-
Chicago debate. Then consider such questions as: Did Stigler and Friedman make 
valid and powerful points against Chamberlain’s theory? Were they criticisms that 
could not have also been made against the neoclassical value theory they were 
defending? What, if anything, did Archibald’s article contribute to a) the 
assessment of the value of Chamberlain’s theory of monopolistic competition or 
b) the assessment of the Chicago critique of the theory?  
 
To do this paper you will also need to read at least some of Chamberlain’s book. I 
recommend at least chapters 1-5.  


