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Why must be this on-line publication How Markets Fail: The Logic Of Economic Calamities By John
Cassidy You could not have to go somewhere to read guides. Y ou can review this publication How Markets
Fail: The Logic Of Economic Calamities By John Cassidy each time and every where you desire. Even it
remains in our extra time or sensation tired of the jobs in the office, thisis right for you. Get this How
Markets Fail: The Logic Of Economic Calamities By John Cassidy now and also be the quickest person who
completes reading this book How Markets Fail: The Logic Of Economic Calamities By John Cassidy

From Publishers Weekly

Market disasters—and the cycle of delusions responsible—receive lively, engaging analysis by Cassidy
(Dot.con), ajournalist at the New Y orker. The author focuses primarily on the rise and fall of free market
ideology and the mostly unrealistic ideal of a self-correcting marketplace. An excellent comprehensive
history of the economic thought that led to this kind of utopian economics provides a refresher course in
Adam Smith, Friedrich August von Hayek, Kenneth Arrow and Hyman Minsky. Both a narrative and a call
to arms, the book provides an intellectual and historical context for the string of denial and bad decisions that
led to the disastrous illusion of harmony, the lure of real estate and the Great Crunch of 2008. Using
psychology and behavioral economics, Cassidy presents an excellent argument that the market is not in fact
self-correcting, and that only areturn to reality-based economics—and a reform-minded move to shove Wall
Street in that direction—can pull us out of the mess in which we've found ourselves. (Nov.)

Copyright © Reed Business Information, adivision of Reed Elsevier Inc. All rights reserved.

From Booklist

Cassidy, economist and journalist, launches a theoretical attack on Milton Friedman and the Chicago
school’ s free market concepts, calling them Utopian Economics, which Cassidy explains in part one. The
author describes his replacement theories in part two, which give market failure a central role, calling them
Reality-Based Economics. Drawing on both approaches, in part three he explains in detail his analysis of the
financial crisis of 2007—2009, indicating that the subprime boom was afailure of capitalism and the financial
crisis was the consequence on decisions made by private firms under deregulation. He concludes with
suggestions including banks that create and distribute mortgage securities should be forced to keep
approximately one-fifth on their books and federal regulators should have oversight responsibility for
mortgage bankers and lenders. Everyone will not agree with the author’ s theories, and although he denies
this is a textbook, it will stir controversy within and outside the classroom. However, the challenging
material in this book will limit its appeal to many library patrons. --Mary Whaley

Review

Praise for How Markets Fail



“Cassidy clearly knows a great deal of economics, and he tells his story extremely well . . . Many of his
chapters—on the development of general equilibrium theory (how everything in the economy systematically
depends on everything else), for example, or marginalism (why prices are determined by what we're
prepared to pay for the very last item of something we buy, rather than what the whole amount is worth to
us)—would make useful supplementary reading in an undergraduate economics course.” —Benjamin M.
Friedman, The New Y ork Review of Books

“[A] wonderful book . . . The most concise and elegantly written account, among the many that have come
out, of how we got into thismess.” —Liaquat Ahamed, The National Interest

“[How Markets Fail] brilliantly dissects much of what has passed for economic wisdom, and decries the lack
of humility from those whose theories helped cause the disaster.” —Floyd Norris, The New Y ork Times

“Highly readable . . . Cassidy offers a clear and occasionally colorful exposition of the evolution of relevant
economic thought in away that is accessible to non-economists.” —Richard N. Cooper, Foreign Affairs

“Fascinating and important.” —Eliot Spitzer, Slate

“An admirably lucid account of how ‘utopian economics drove us to disaster . . . Thisis a compelling
synthesis that derives most of its narrative energy from the author’s clarity of thought and exposition.”
—James Pressley, Bloomberg.com

“An essential, grittily intellectual, yet compelling guide to the financial debacle of 2009.” —Geordie Greig,
London Evening Standard

“The last major attempt of 2009 to make sense of what has become of the discipline of economics.” —Stefan
Stern, Financial Times (Best Books of the Y ear)

“A well constructed, thoughtful and cogent account of how capitalism evolved to its current form.”
—Edmund Conway, The Daily Telegraph

“[How Markets Fail] is more than just an account of the failures of regulators and the self-deception of
bankers and homebuyers, although these are well covered. For Mr. Cassidy, the deeper roots of the crisislie
in the enduring appeal of an idea: that society is aways best served when individuals are | eft to pursue their
self-interest in free markets .. . . An ambitious book, and one that mostly succeeds.” —The Economist

“An ambitious, nuanced work that brings ideas alive . . . Cassidy makes a compelling case that a return to
hands-off economics would be a disaster.” —Chris Farrell, BusinessWeek

“Brilliant.” —Paul M. Barrett, New Y ork Times Book Review

“Both a narrative and a call to arms, [How Markets Fail] provides an intellectual and historical context for
the string of denial and bad decisions that led to the disastrous ‘illusion of harmony,’ the lure of real estate
and the Great Crunch of 2008. Using psychology and behavioral economics, Cassidy presents an excellent
argument that the market is not in fact self-correcting, and that only a return to reality-based economics—and
areform-minded move to shove Wall Street in that direction—can pull us out of the mess in which we've
found ourselves.” —Publishers Weekly

“An elegant, readable treatise on economics, swathed in current headlines . . . Cassidy delivers on the



promise of histitle, but he also offers a clear-eyed look at economic thinking over the last three centuries,
from Adam Smith to Ben Bernanke, and shows how the magjor theories have played out in practice, often not
well . . . Cassidy writes with terrific clarity and a finely tuned sense of moral outrage, yielding a superb

book.” —Kirkus Reviews (starred review)
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“Both a narrative and a call to arms, [How Markets Fail] provides an intellectual and historical context for
the string of denial and bad decisions that led to the disastrous ‘illusion of harmony,’ the lure of real estate
and the Great Crunch of 2008. Using psychology and behavioral economics, Cassidy presents an excellent
argument that the market is not in fact self-correcting, and that only areturn to reality-based economics—and
a reform-minded move to shove Wall Street in that direction—can pull us out of the mess in which we've
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Most helpful customer reviews

1 of 1 people found the following review helpful.

The new economics - market failure as a major descriptor

By tim

As a professional economist this book is a seminal discussion of where economics ought to be taught. The
old 'micro and macro' approach should no longer be taught. | believe that the teaching of the subject should
be divided into three parts (like Gaul):

1. A prelimiary discussion of the philisophy of economics and the meaning of market economics, starting
with Adam Smith with his discussion of productivity and the division of labor, the invisible hand and so on,
through to Jevons, with his putting supply and demand together to get prices, and Walras to get the
interrel ationships in the market.

2. A discussion of standard price theory, cost curves, etc, etc,. How the theory all fits together.

3. And the major new part - Market failure. Starting with Keynes, and his somewhat confused explanation of
market failure in the labor market, through Minsky with his discussion of market failure in the financial
market, to everything covered by this excellent book.

That is the new economics. That is the way to go.

5 of 5 people found the following review helpful.

A Great Book on What Can Go Wrong With Otherwise Superior Free Markets

By Todd Carlsen

This book shows the cold hard facts of how a free market system can fail due to certain behaviors. It's an
economics history lesson showing the situations where free markets fail and the "rational" behaviors that
lead to that irrational outcome, and the book debunks the Utopian myth that free markets will always self-
correct and never fail. The book explains what behaviors should not be allowed that can cause the economy
to collapse.

It first explains the Utopian delusion that complete laissez faire markets always works. Then it explains a
much better economic framework that the author calls "reality-based economics." Then the book explains
what happened economically with the economic collapse of 2008, the worst since the Great Depression. This
is a great book to understand the economic collapse of 2008. More important, it explains the underlying
economic dynamics at work in history to show how laissez faire is a big mistake that can bring down our
global economy, and there is a better way through sensible safeguards. The author seems to know economics
extremely well and can explain thisinformation in away that does not make your head spin.



The Wall Street Journal called this book "amarvel ous book."
The Economist called this book "Shrewd and entertaining... Thoroughly persuasive.”

| want to emphasize that this books is NOT an overall attack on capitalism in favor of socialism or ancther
order. He is simply explaining the instances when free markets failed and what behaviors need to be banned
to make free markets work better. He does strongly disagree with those who argue for compl ete laissez faire
policies (advocating no rules and that markets will always self-correct).

The philosophy of laissez faire is a Utopian delusion. The facts of economic history show that laissez faire
has led to market disasters, and the author presents a convincing case that certain behaviors that are rational
to one person are irrational to the economy as a whole and will bring down the economy. It's like if one
person leaves afootball game at a big stadium in the middle of the game it does not matter, but if everyone
tries to leave, you have a problem. If one person withdraws his savings from a bank it does not matter. If
everyone does in a bank run, the bank will fail. If one bank fails it's not a big deal. If huge parts of the
financial system collapse, lending and money flow seizes up and contracts, bringing down everything. Some
risk taking behavior can be damaging to the economy, and then when that happens markets will not always
self-correct.

This book gives suggestions for what the author calls reality-based markets.

The weakness of this book is that it could have explained more about past economic history, especially the
Great Depression. It does not say enough about what we learned from the Great Depression and what worked
(and did not work) with Franklin Roosevelt's New Deal as far as creating decades of STABLE prosperity
built upon the economic safeguards of the New Deal.

For example, originally, Franklin Roosevelt created the FHA to create modern 30 year mortgages that
brought home ownership to millions for the first time. FDR gave home ownerships to millions, fueling the
great post-war boom. The FHA back then required that borrowers show their credit worthiness, imposed
lending rules, and required a certain amount of down payment (I think it was 20%) so people could not buy
mortgages they could not afford and could not handle. Government back then with the New Deal was strict
about financial security and worked to ensure the basic economic security of America. That era of post-war
prosperity, built on the New Deal, was stable and not overly-speculative. The New Deal was designed to
save and strengthen capitalism with pragmatic rules, and decades of stable middle class prosperity followed.

Then decades later when Bush Jr was president, some numb-skulls (certain members of congress, the
ownership society president, and lobbyists) decided to make Fannie and Freddie give loans to people who
could not handle them. Regulations were relaxed and liar loans were allowed where you did not even have to
prove your income. Mortgage insurance secured this house of cards. Like climbers going up a mountain
chained together, when the liar loans and mortgage-backed securities went bust, al the climbers fell together
from the mountain. It seems that everyone had totally forgot about what happened to the financial system
during the Great Depression.

I think people should go back and look at the parts of the New Deal that worked well, such as FDIC to insure
bank deposits and forever end bank runs, SEC to require audited financial statements and securities
regulation for information disclosure and bad fraud, FHA, Glass-Stegal Act to put firewalls in the financial
system, the constant fiscal stimulus of social security when private sector spending plunges, and the clear
understanding in society and government that extreme risk taking for for profit could bring down the
economy and extreme risk was not allowed.



| want to concur with the review written by Mark V Anderson below. Y es, some self-interested behaviorsin
a free market system can cause the economic system to collapse and those behaviors should be banned.
However, overall free markets (with sensible rules enforced fairly by referees) are better than communism or
socialism or fascism or anything else. Also, governments can make mistakes.

We do need government to ban certain bad behaviors and extreme greed at the expense of those who work
hard and play by the rules, but let's not only point the finger at what can go wrong with free markets. Free
markets work best with sensible rules. Ronald Reagan was a New Dealer but then said that government went
off track since then. Also, Reagan wrote in his autobiography that he supported a basic safety net for the
elderly, disabled and orphans, but not the explosion in the cost and ineffectiveness of welfare.

There are four other books | would also recommend along with this book for afuller picture:

1. Stabilizing an Unstable Economy. This is a landmark economics book explaining how a free market
economy can become unstable and then how to stabilize it.

2. Lords of Finance: The Bankers Who Broke the World. This book won the Pulitzer Prize.

3. John Maynard Keynes. This debunks some myths about Keynes's general theory, explaining how Keynes
showed that capitalism is unstable and what to do about it. Later Keynesian policies espoused by other were
never articulated in Keynes General theory.

4. Bad Samaritans: The Myth of Free Trade and the Secret History of Capitalism. Capitalist countries,
including USA, Japan, Korea, and many others, have become prosperous through big government economic
investments and protections of economics interests (not pure free markets).

0 of 0 people found the following review helpful.

Financial Wake-Up Call

By Jack Bob

This was a thoroughly engaging read that clearly explained the many factors that led to the financial
collapse.

While | would recommend reading with easy access to the internet to look up unfamiliar terms, for the most
part the book explains how things like Credit Default Swaps and Collateralized Mortgage Securities work
without going into the byzantine details of exactly how these products are created and marketed, since only
general concepts of how they work are required for understanding. However, if you are curious are all the
acronyms that are tossed around when dealing with the financial collapse, thisis agood place to start.

Book is split up into three parts: a brief overview of the historical underpinnings of free market economics,
an academic critique of some of some of the assumptions about markets, and a detailed set up of how the
financial collapse was in part caused by the prevailing view of the market which ignored earlier academic
critiques.

See all 89 customer reviews...
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