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Book review

Brancaccio, E. and Califano, A. (2018): Anti-Blanchard Macroeconomics,
Cheltenham, UK and Northampton, MA, USA (158 pages, Edward Elgar
Publishing, hardcover, also available as paperback and ebook, ISBN 978-1-
78811-899-6)

Komlos, John (2019): Foundations of Real-World Economics: What Every
Economics Student Needs to Know, 2nd edition, London, UK and New York,
NY, USA (292 pages, Routledge, hardcover, also available as paperback and
ebook, ISBN 978-1-13829-652-7)

Torsten Niechoj
Rhine-Waal University of Applied Sciences, Kamp-Lintfort, Germany and FMM Fellow

More than a decade after the global financial crisis there are a number of heterodox textbooks
on the market. For example, the CORE project offers an online as well as a print version of its
textbook developed over recent years by a group of economists, including Wendy Carlin and
Sam Bowles (The CORE Team 2017, https://www.core-econ.org/; cf. Stirati 2018 in this
journal). The influential modern monetary theory economists have published a textbook
too (Mitchell et al. 2019; cf. Michell 2019). Another now well-established series of text-
books was written and maintained by economists of the Economics in Context Initiative
(ECI) (Goodwin et al. 2019; 2020a; 2020b; cf. Lavoie 2009; 2015). Sebastian Dullien
has adapted the macroeconomic textbook to the European situation (Dullien et al. 2018;
cf. Lavoie 2018). Those textbooks address the introductory level and try to integrate stan-
dard economics content through the lens of (and in contrast to) heterodox theories.

This review showcases further contributions to the growing corpus of heterodox text-
books, and it contrasts two quite different approaches. Anti-Blanchard Macroeconomics by
Brancaccio and Califano is now, after three Italian editions, available in an extended English
version. Komlos’s Foundations of Real-World Economics has been updated and revised
recently and is now available in its second edition. Therefore, it is reasonable to assume
that both books have established themselves on the market and that there is an ongoing
interest in them.

Concepts and potential audiences of the books differ enormously. Anti-Blanchard Macro-
economics is a critical appraisal of the famous textbook by Blanchard (2017, and previous
editions) and at the same time an alternative to it. To be precise, the book offers in a con-
densed form a reformulation of the models of Blanchard’s older versions of his macro-
economic textbook and of the latest edition, revised in the aftermath of the global
financial crisis and inspired by his work for the International Monetary Fund. The presen-
tation by Brancaccio and Califano does not resemble the typical style of recent textbooks.
No examples, illustrative case studies, trenchant cartoons or exemplifying boxes are to be
found in the main text. On the contrary, the book uses a very lean approach to provide a
lucid development of the causal structure of both Blanchard’s AS–AD model, used in the
first editions of his textbook, and the newmodel of the latest edition. Brancaccio and Califano
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call this an ‘IS–LM–PC’ model in order to highlight Blanchard’s turn to the IS–LM model
as a foundation for his textbook which he then enriches by a particular formulation of the
Phillips curve as output gap vs inflation. The newmodel tries to adjust the theoretical founda-
tions of the textbook to the challenges which both the economic discipline and mainstream
textbooks had to face after the recent crises, especially the negative consequences of deflation.
It does not come as a surprise that the authors of Anti-Blanchard Macroeconomics are not fully
satisfied with Blanchard’s attempt. The main thrust of the critique is that although Blanchard
can model the negative impact of deflation (due to the rise of the real interest rate in the
IS–LM–PC framework), the new framework still rests, as did the old AS–AD model, on an
inverse relationship between interest rate and investment, and it ignores conflicts over
wages. Thus, monetary policy is key in this model, and the role of fiscal policies is downplayed.

The authors of Anti-Blanchard Macroeconomics contrast in chapters 3 and 5 Blanchard’s
AS–AD model and the revised IS–LM–PC model with their own alternative, a class-
oriented conceptualisation that highlights power differences, especially the bargaining
power of workers vis-à-vis firms. Therefore, they discuss shapes of the AD curve that
are not downward-sloping as in Blanchard’s AS–AD model where he derives this from
an inverse relation between prices and AD. Furthermore, Brancaccio and Califano endo-
genise both the mark-up of firms and workers’ bargaining power in a conflicting claims
model. Consequently, they come to policy conclusions that are different from Blanchard’s
inferences. Both fiscal and monetary policies can be effective to stabilise an economy, not
only in the short but also in the long term.

Two appendices accompany the first analytical chapters and provide empirical applica-
tions. The first appendix, by Domenico Suppa on ‘Labour market flexibility and unemploy-
ment’, is a guideline on how to do an econometric study, applied to the relationship between
labour market regulation and unemployment. Appendix 2, by Andrea Califano and Fabiana
De Cristofaro on ‘Contractionary fiscal policy and fiscal multipliers’, reproduces and reflects
upon the now well-known Blanchard/Leigh (2012; 2013) contributions to the discussion on
the magnitude of fiscal multipliers, which was a game-changer in the debate on expansionary
austerity.

The book clearly addresses more experienced students or researchers who are already
familiar with the canonical presentation of economics in textbooks, at least with the
work of Blanchard, and always had the feeling that there is something lacking or that
does not fully add up. Anti-Blanchard Macroeconomics strips down the voluminous edi-
tions of Blanchard’s textbook to their analytical core and thus helps readers to under-
stand why and to what extent the canonical presentation is not convincing. That
implies, in my view, that this book is neither an introductory textbook nor a book
that should be read alone. To me this is an excellent choice for a comparative seminar
in macroeconomics or in addition to a standard textbook, most likely the latest edition
of Blanchard’s Macroeconomics.

Komlos’s book, Foundations of Real-World Economics, follows a different approach that
mimics didactically, but not in its content, other modern textbooks. It addresses the intro-
ductory level and has a focus on microeconomic and institutional issues; eight chapters
deal with this. There are three chapters on macroeconomics, one on international trade
and one on the global financial crisis, plus an introductory and a concluding chapter.
The strength and at the same time weakness of the book, in my view, is that it does
not develop models or introduce other analytical tools. It makes use of a lot of stylised
facts and presents theories verbally or with the help of illustrations. His presentation of
prospect theory (pp. 68–74), which discusses exemplary prospects against the background
of utility functions and visual representations of the idea of loss aversion, is the maximum
level of technicality that readers have to face. Whereas other textbooks at introductory
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level often use simplified versions of AS–AD models, Komlos discusses macroeconomics
mostly verbally and against the background of stylised facts on business cycles and key
macroeconomic indicators. The only two equations I could find in the chapters on macro-
economics were one describing the quantity theory of money and another providing the
composition of GNP (pp. 175–176). This approach facilitates access to the world of eco-
nomics, but it also blurs that, as well as how economists can use analytical tools to dig deeper
and enrich their knowledge about the patterns of the real world. Komlos is correct when he
writes in his introduction (esp. pp. 10–16) that, as he calls it, ‘blackboard economics’ too
often uses overly simplified models to derive unsubstantiated conclusions that then obscure
economic behaviour more than they explain it. I would prefer, however, an approach that
clarifies the analytical assumptions and underlying causal relations of theories in order to be
able to emphasise their restricted explanatory power. And it would help to understand better
some of the criticism Komlos correctly mentions in his book. For example, in a short dis-
cussion on the natural rate of unemployment (pp. 193–194) it does not become clear why,
in such a framework, the unemployment rate centres around a specific value. Moreover,
he presents in a few sentences a number of counterarguments – the concept of the natural
rate preserves the status quo, actual unemployment rates undercut the natural one without
triggering inflation, structural changes of the labour market can reduce unemployment, the
government has tools to reduce unemployment not only in the short-term – which are all
arguments worth considering but without further explanation are hard to understand for an
inexperienced student.

My impression was that the book covers a lot of ground in only 272 pages. It deals with
most of the topics of other introductory textbooks (behavioural foundations, micro and
macro, international issues), and suffers from the same problem as other heterodox text-
books: the necessity to describe the mainstream view in order to be able to criticise it, plus
a presentation of the plurality of approaches heterodox economics has to offer. As a con-
sequence, the presentation is not always sufficiently balanced and cannot provide in-depth
explanations. For sure, a textbook like this is by definition limited to being an introduc-
tion, but my feeling is that an introduction has to be as clear as possible in its line of rea-
soning and in contrasting opposing views to avoid confusion among readers interested in
economics. It should also combine an overview with selected in-depth analyses of topics
and it has to offer some tools to demonstrate how economists are able to analyse economic
phenomena and to derive new insights. This is what I partly miss. But other readers might
disagree and prefer a broader and livelier approach. Nevertheless, as an introductory text-
book the quality of the visual presentation and the support for lecturers should be
improved. This is nowadays – besides the content – another crucial criterion for the adop-
tion as a textbook. For example, there are no questions and answers in the book, no online
testbank or slides, no glossary, the whole book makes use of greyscale graphs only, and the
layout is in general not very appealing.

To sum up, this book review focused on two textbooks, both of which are worth reading.
However, they address completely different audiences. Anti-Blanchard Macroeconomics pro-
vides what you need to understand the analytical foundations of the different editions of
one of the leading textbooks, Macroeconomics by Blanchard. The presentation is very clear
and to the point. It is an excellent way to understand both analytical strengths and weak-
nesses of the mainstream approach, represented here by Blanchard. It also offers an alter-
native that addresses some of the weaknesses of the mainstream approach and invites the
reader to dig deeper into heterodox economics. Foundations of Real-World Economics aims
at the introductory level and grounds its presentation in a lot of helpful stylised facts to
connect to the real world. It contrasts the mainstream approach with many important het-
erodox insights in order to help readers to get a more realistic and multifaceted picture of
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economic relationships. I recommend the book to people who are interested in economics
or for business students. For students of economics, I would recommend a more analytical
approach (like the textbooks by Goodwin et al. mentioned above) which more fully equips
students with the tools they need to start their own investigation of economic phenomena.
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