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I.  Where we stand: The U.S. economy in mid-2010

The aftermath of the Great Recession

Compared to the Great Depression

Macroeconomic conditions

Political economy

Public sentiment 

How did we get here?  Who/what is to blame?

II.  Western economic thought and practice: A short history 

The Industrial Revolution, Capitalism and Adam Smith

Exploitation of Labor, Karl Marx and Economic Planning

The Great Depression, John Maynard Keynes and the Social Welfare State

Milton Friedman, Ronald Reagan and Reformation

III.  Free market efficiency
A market experiment

What do we mean by “market efficiency?”

Principles of a free market

Property rights 

Full information and a level playing field 

Voluntary trades

Personal responsibility and market discipline

Competitive entry

What is a “Free Marketer?”

IV.  Free market failure and the role for government
What do we mean by “market failure?”

Fixing market failures: A patchwork of government policies

Market power and antitrust laws

Information, ideas and regulation

Negative externalities, regulation and taxes

Positive externalities and government subsidies

Market instability and regulation

Equity, income and redistribution of wealth

Are the cures worse than the diseases?

The law of unintended consequences

Policymakers, government power, and personal freedom 

How to boil a frog

V.  The Great Recession of 2007-2010
At the heart of the crisis: Home mortgage lending

Traditional mortgage lending

Modern mortgage banking

An efficient way to produce credit.

Poor incentives lead lenders to take too much risk.

Poor information leads investors to take too much risk.

Regulation did not change fast enough.

The crisis as it unfolded: A time line

A-chicken-in-every-pot housing policy

Financial market deregulation

The housing bubble

The housing bust

A flight to quality and collapsing credit markets

Short-term policy responses: 

Bailouts: AIG, Bear Sterns, Freddie and Fannie, GM and Chrysler

Recapitalizing the banking system (TARP)

The FDIC guarantees everything

Federal Reserve: Easy money and mortgage purchases 

The “stimulus” and cash for clunkers

The recession ends

A failure of the free market?  

A failure of government?

Casting blame:

Financial deregulation

The Greenspan Fed 

Greed (the Wall Street version)

The usual suspects:  Presidents, Congressmen and Federal Regulators

Greed (the Okefenokee version)

The new regulatory regime: Does it address the real problems?

VI.  When does government help?  When does government harm?
What are the proper economic roles for government?

Rights, laws and enforcement

A stable currency

Public goods (infrastructure, protection, education, information)

Industry regulation

Stability and safety nets

Income redistribution

Necessary taxation

The cost and scope of U.S. government, 1788-2010.

Should we redistribute income?  You might be surprised.  

Health care:  We have abandoned market discipline.

Energy policy:  Free riding in our automobiles.  

Education:  Balancing the public good with personal responsibility.

