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Economics 881    Professor Richard E. Wagner 
Theory of the Market Process II  Office: By appointment on Zoom 
Spring Semester 2022   Hours: Whenever you and I agree 
Mondays: 1630-1910   Email: rwagner@gmu.edu 
Where: On Zoom 
 
 This course provides an alternative orientation toward some of the material you 
will have studied in your first-year micro and macro classes. Rather than theorizing in 
terms of states if equilibrium, I theorize in terms of non-equilibrium processes of 
internally generated change. This alternative orientation is not antagonistic to 
equilibrium theorizing. Rather the two orientation are non-commensurable because they 
pertain to different universes of discourse: they pertain to different phenomena. A 
theorist can employ both orientations, only not simultaneously.  
 
 You should read Warren Weaver’s 1948 paper on complexity before we first 
meet, for the distinction above will become clear to you. Equilibrium theory proceeds 
axiomatically by postulating conditions that if satisfied all the postulated parts of the 
postulated system must fit together. Process theory takes the interval |t1-t2| as 
comprising the relevant unit of observation. This difference in analytical orientation 
brings along several differences in the construction of economic theories. For one thing, 
economics works with the internal generation of change in economic data, for which the 
relevant method is emergent dynamics and not comparative statics. Moreover, the 
relevant data are the plans people create and pursue, as against being represented by 
census-like data. Even more, economic action is not synchronized within society, which 
means in turn that turbulence is continually present in society though of variable 
intensity.  
 
 Within ordinary economic theory, the challenge of economic theory is to explain 
the orderliness of a parade. Within the process-oriented framework I pursue here, the 
explanatory challenge pertains to the orderliness of the crowd of pedestrians surging 
through a large piazza. Where equilibrium theory inserts exogeneous shocks into a 
situation, process theory treats change as a feature of a continually evolving society.  
Equilibrium theory focusses on resource allocations. In contrast, process theory 
recognizes that resources can never allocate themselves, and so focusses on human 
action and the formation of complex networks of interaction that reflect plans in motion.  
 

Course Texts  
 
 Two texts have been ordered for the course. One is Systems View of the World, 
by Ervin Laszlo. I will carry forward a systems-theoretic orientation toward economics in 
this course. The other text is Advanced Introduction to the Austrian School of 
Economics, by Randall Holcombe. I recognize that there may be nothing unfamiliar to 
you after taking Professor Coyne’s 880 class. Last year, moreover, Professors Coyne 
and Boettke published The Essential Austrian Economics. Either of these books will 
bring you up to speed.  
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 While invariably I adopt some text in conjunction with what I teach, I never teach 
directly from such texts. Those texts reflect what the authors regard as familiar. In 
contrast, I think advanced graduate courses should spend much effort exploring 
material that presently unsettled but may become settled down the road in 
consequences of analytical efforts by you and me.  
 

Course Format  
 
 We will meet on Zoom for 14 sessions starting 24 January and ending on 2 May, 
and with there being no class on 14 March due to spring break. The class format will 
follow a 2-10-2 pattern. I will start with two sessions on Oskar Morgenstern’s “Thirteen 
Critical Points in Economic Theory,” Journal of Economic Literature 10 (1972): 1163-89. 
I assign this essay not because I share Morgenstern’s assessment of critical points but 
because I think cultivation of the restless mind that Morgenstern reflects there is a sine 
qua non for developing a notable scholarly profile.  
 
 The following ten sessions, starting 7 February, will entail preliminary 
explorations into a book I have titled Rethinking Economics as Social Theory. This book 
will be part of a series Edward Elgar is sponsoring and titled “Rethinking Economics.” 
For these ten sessions, I will start each session by presenting some pages of text that I 
anticipate will form part of one of the book’s ten chapters. About half the session will 
entail my presentation of that material. The other half (perhaps more like two-thirds) will 
be devoted to your thoughts and discussion.  
 
 The class will be divided alphabetically into two echelons, call them green and 
gold. After each Monday, half of you will have a short essay due by 0500 on the 
Thursday, which I will intend to read and offer comments and a grade later that day. 
These are not meant to be research essays. You should have what it takes to write that 
essay inside you before the Monday class and need only to locate a theme and 
articulate it. Eight-hundred words is a good range to aim for.  Each of you will have five 
such essays. 
 
 I should note that I regard advanced graduate courses as venues for exploring 
new lines of thinking where we are looking for way to articulate what has not yet been 
articulated, and not as venues for explaining what is widely regarded as settled 
knowledge. Like Shakespeare in The Tempest, I embrace the idea that the past is 
merely prologue to what lies before us. Our primary course objective is to create new 
text; mastering old text is but a secondary concern.  
 
 Some of you might have seen the TV show “Inside the Actor’s Studio,” which was 
shown on Bravo for some 20 years and hosted by James Lipton. Lipton would ask each 
guest the same few questions. One question ran something like “what word or sound do 
you hate?” Another ran “what word or sound do you love?” If I were in the guest’s 
position, I would answer the first question: “the sound of a student asking, “will this be 
on the exam.” I would answer the second question: “here’s an idea that intrigues me. Do 
you think it’s worth further work?” 
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 The final two class sessions, 25 April and 2 May, you will select one of your five 
short essays and expand it into the 1800 or so word range, following the analytical style 
of Morgenstern, more or less, in doing so. Your final essay will be due the second 
Monday after our last session, which is 16 May. All course work is to be submitted 
electronically.  
 

Grading  
 
 I grade all written work by what I judge to be its publishable potential. A grade of 
A means that what I have read points in a publishable direction if carried to what I 
judged to be its destination. A grade of B indicates that you have shown good 
understanding of published material but have not shown me that you are headed in a 
publishable direction. A grade of C means that I detect significant holes in your 
knowledge of the material. Various plusses and minuses are also possible, and you can 
extrapolate meaning to those grades. A grade of F is also possible and is more a 
missing in action grade than a grade based on some submitted product.  
 
 Please note that my interest in the work we do this semester is in helping you to 
acquire the habits and practices of success. I have no interest in failure. For this reason, 
I do not accept late work, nor do I give incomplete grades. Tardy work and incomplete 
grades are facets of a repertoire of failure which I will not countenance. If you are 
scheduled to give a paper at a conference but find you aren’t ready to do so, you won’t 
be given an incomplete and the conference will not be rescheduled to accommodate 
you. So don’t ask for incompletes or turn in late work.  


