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Why Is This the Stuff That Leads on Fox News?
Is it our media’s 
fault?
• I am more inclined to blame 

the structural transformation 
of the Republican Party 

• Induced by Newt Gingrich 
• I don’t think we can get 

back to normal 
• With supportive 

congressional caucuses, 
Biden can do a lot via 
executive-branch action
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Republican Purple-State Senators
For 50 votes, hold Manchin or 
get Collins, Romney, or 
Murkowski
• Getting 60 votes is hard: 

• 12 more purple-state Republican 
senators 

• Need 7 of them in addition to Manchin, 
Collins, Romney, & Murkowski 

• Toomey, Burr, Tillis, R. Scott (F), 
Rubio, Cruz, Cornyn, Portman, Ernst, 
Grassley, T. Scott (SC), or Graham
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What Might Pass…
Reconciliation, plus:
• Things where Reconciliation has passed a bill that then gets Republicans to come to the 

negotiating table—my favorite ideas: 
• Do Medicare-for-all via Reconciliation, and then bargain back to whatever healthcare 

financing policy the Biden team really wants.  
• A huge honking carbon tax through Reconciliation, and then bargain back to cap-and-

trade. 
• Whatever else Schumer & Manchin are willing to drive with 50 votes, plus 
• What at least 7 of the 13 of Collins, Toomey, Burr, Tillis, Rick Scott (F), Rubio, Cruz, 

Cornyn, Portman, Ernst, Grassley, Tim Scott (SC), and Graham can be induced to take 
the lead on, own, and make their own. 

• And then Pelosi has to hold her entire caucus together in the House—or find a red-dog 
group to work with
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Is Say’s Law a Controlling Force? No!
In 1803, Say said: “no 
demand-driven general 
gluts”
• By 1829 Say had changed his mind 
• An excess demand for cash is an 

excess supply of everything else—a 
“general glut” 

• Government can spend, or provide 
assets to eliminate the excess 
demand for cash 

• Governments can thus cure demand-
driven depressions
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Falling into the Great Depression
No action to stop the slide 
into the Great Depression
• Governments and central banks did 

not follow the standard nineteenth-
century policy playbook 

• Shocks to confidence: 
• Recession beginning 
• Stock market crash 
• 1930 banking crisis 
• 1931 banking crisis 
• Late 1931 international crises
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“Proximate Determinants” of the Money Supply
Not just elevated money 
demand, but reduced money 
supply
• Banker & household behavior: reserves-to-

deposits & currency-to-deposits ratios 
• Can a depression be cured by price & wage 

declines? No! Not as long as nominal debts 
exist! 

• Depression collective insanity
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Four Members of the Austerity Caucus
von Hayek, Schumpeter, Mellon, 
Hoover:
• Expected recession self-limiting—natural 

restoration of “confidence” 
• Let the private sector handle the depression 
• Depressions accomplish “something which has 

to be done, namely, adjustment to change” 
• Hoover’s anguish in the 1950s 
• Why didn’t the Federal Reserve think the 

economy needed more cash? 
• Liquidity & safety
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There Were Wise Economists…
Chief among them John Maynard 
Keynes
• Also prominent: Ralph Hawtrey: “Crying 

‘Fire, Fire!’ in Noah’s Flood!” 
• The croakings of the Cassandras were ignored 
• History of 2000-2020 rhyming with 

1929-1933? 
• Why can’t we make our own mistakes? 
• Why can’t we recognize that we should think: 

“the market was made for man; not man for 
the market”? 

• Why instead: “the market giveth; the market 
taketh away: blessed be the name of the 
market”?
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Catch Our Breath
Let’s reflect on what we 
have just heard & seen…
1. Comments 
2. Questions 
3. Readings
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