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Econiomics is usually viewed as a descriptive and explana- g
tory discipline, i.e., an interpreter of economic phenomena. But, ¢
as a recent article by Faulhaber and Baumol points out, some-
times economic ideas and innovations influence actual practice. -
That in itself is not a new cbservation; Keynes observed many
years ago that "practical men, who believe themselves to be quite
exempt from any intellectual influence, are usually the slaves of
some defunct economist.” But Keynes' reference was to ideology
and, therefore, to macro-level public policy. Indeed, Keynes
himself was a prime example of an economist whose ideas influ-
enced macro public policy.

Faulhaber and Baumol, however, refer to micro-leve] public
policies (such as utility regulation) and to the actual practice of
business. Utility regulators have adopted economic ideas on effi-
cient pricing, they point out, and the ideas have thus influenced
the internal practices of regulated firms. And, especially in the
financial sector, businesses have applied economic innovations
directly, such as the now-famous (or infamous) institution of
portfolio insurance.

In this essay, I ask the question "Can it happen here?" with
"here" meaning the fields of human resource (HR) management
and industrial relations (IR). Are there economic innovations
destined to spill over into actual HR-IR practice? The answer [
will give is that while there are no innovations as concrete as
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