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Summary
Political economy 15 a Ewropean science both in origin and in namwre. It
emerged to explain (new!y phenomena that took place in the European society.
These phenomena in question were not familiar, even unprecedented, at least as
portrayed by the authontatve thinkers: Machine, commodity, production tor the
market, social waste, the capital, the capitalist, surplus value, factory, selling labour
power, prices, financial exchange, etc. Hence, the emergence ol such science that
explains these phenomena was inevitable; the science that reveals their objective

laws. Therefore, political economy, qua science, emerged to look into the

phenomena of the capitalist mode of production, More precisely: the objective of]
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this science 15 to look mto the general, obective law that govemns production and
distribution in capitalist society. This general law s the law of value. When one
denies or ignores this law, one, ssmultaneously, no longer approaches the science
of polincal economy. Instead, (sciencely of economy is called upon. The
posonous latter is taught in schools and umiversites, in the modern, capitalist
world in general, especially in our Arab world, and most especially, in Egypt. The
dilemma lies in sustaining the crude confusion between polincal economy and
economy. Moreover, within books, wrttzn on its covers: Principles of] Lectures
on political economy, ¢marginal, Keynesian, mathematical, standard. ..y theories of]
economics are often dictated! In this essay, 1 explain how politcal economy was
historically excluded, and how 1t was permanently replaced by the official theory,

which plays the role of the obedient servant for politcal mstrmnons and

parliaments of gold and blood.
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Samuelson and D. Nordhaus, Economics (New York: MeGraw-Hill Companies
2005y.
R. G. Lipsev and P. N. Courant, Economics (New York: Addison-Wesley,
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“The marginal theones of distnbution were developed atter Marx their bearing on
the doctnines of Marxian socialism is so striking as to suggest that the challenge of
Marxism acted as a sumulus to the search for more satstactory explananons’ In:
B.H. fned. The Progressive Assaulton Laissez faire: Robert Hale and the
first Law and Economics Movement (Harvard: Harvard Umiversity press,
2002y, p.282.
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L. Moss, The Economics of Ludwig von Mises: Toward a Critical
Reappraisal, (Kansas Cuy: Sheed and Ward, Inc, 1976y. E. Dolan, The
Foundations of Modern Austrian Economics (Kansas City: Sheed and Ward,
Inc, 1976y, James Buchanan, Cost and Choice: An Inquiry in Economic
Theory (Indianapolis, IN: Liberty Fund, Inc, New York: The Foundation for
Economic Education, 1999, O'Dniscoll Gerald, Economics as A Coordination
Problem: The Contributions of Friedrich Hayek (Kansas City: Sheed and
Ward Inc 1977, Beyond Neoclassical Economics:Heterodox Approaches
to Economic Theory, Ed: Fred E. Foldvary (Cheltenham: Edward Elgar
Publishing Limited, 1996, Klaus H. Henmings, The Austrian Theory of Value
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and Capital: Studies in the Life and Work of Eugen von Bohm-
Bawerk(Cheltenham: Edward Elgar Publishing Limited, 1997,
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“In the first place, vnlity, though a quality of things, 15 no mherent quality. It s
better described as a circumstance of things ansing out of their relaton to man's
requirements. As Semor most accurately says, "Unlity denotes no mmnsic quality
i the things which we call useful; 1t merely expresses their relatons to the pains
and pleasures of mankind.” We can never, therefore, say absolutely that some
objects have unlity and others have not, The ore lying i the mine, the diamond
escapmg the eye of the searcher, the wheat lying unreaped, the fruir ungathered
tor want of consumers, have no unlity at all. The most wholesome and necessary
kinds of tood are useless unless there are hands to collect and mouths to eat them
sooner or later. Nor, when we consider the matter closely, can we say that all
portions of the same commodity possess equal utlity, Water, for instance, may be
roughly described as the most useful of all substances. A quart of water per day has
the high unlity of saving a person from dying in a most distressing manner. Several
gallons a day may possess much uulity for such purposes as cooking and washing;
but after an adequate supply is secured for these uses, any addinonal quanury 1s a
matter of comparative indifierence. All that we can say, then, is, that water,up to a
certain quantity, 15 indispensable;that further quanones will have vanous degrees
of unlity; bur that beyond a certain quantity the utlity sinks gradually to zero; it
may even become negatve, that is to say, further supplies of the same substance
may become mconvenient and hurtful”. William Stanley Jevons, The Theory of
Political Economy (London: Macimllan and Co. 1888, ch.11l.
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"The classical economists and their epigones could not, of course, recogmze the
problems imvolved. If 1t were true that the value of things is deternuned by the
quantry ol labor required for their production or reproduction, then there 15 no
further problem of economic caleulaton. The supporters of the labor theory of
value cannot be blamed for having musconstrued the problems ol a socialist
system. Thew fateful fulure was their untenable doctrine of value. That some of
them were ready to consider the imaginary construction of a socialist economy as
a usetul and realizable pattern for a thorough reform of social orgamzation did not
contradict the essential content of their theoretical analysis. But it was different
with subjective catallactics, Wieser was right when he once declared that many
economists have unwittingly dealt with the value theory ol communism and have
on that account neglected to elaborate that of the present state of society, it is
tragic that he limselt did not avoid this falure. The illusion that a rational order of
economic management is possible in a society based on public ownership of the
means of producton owed its origin to the value theory of the classical economists
and its tenacity to the failwe of many modern economists to think through
consistently to its ultmate conclusions... Thus the socialist utopias were generated
and preserved by the shortcomings of those schools of thought which the
Marxian's reject as “an ideological disguise of the selfish class interest of the
exploiting bourgeoisie.” In vuth it was the emrors of these schools that made the
socialist ideas thrive, This fact clearly demonstrates the emptiness of the Marxian
teachings concerning “ideclogies’ and ws modemn oflshoot, the sociology of
knowledge'. Ludwig Von Mises, Human Action: A Treatise on Economics (
Irvington-on-Hudson, NY: The Foundation for Economic Educavnon, 1999,
p.364.
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Leon Walras, Eléments d'economie ous pur politique théorie de la richesse

sociale (Lausanne: F. Rouge, Librawre- Editeur, 1929,
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Schumpeter, History of Economic Analysis, Ch. VIL.
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William Petry, Several Essays in Political Arithmetic, 1682, History of Britsh
Economic thought (London: Thoemmes Reprints, 1955,
A g o el
Jiirg Niehans, A History of Economic Theory: Classic Contributions, 172()-
1980 (Baltimore: Johns Hopkins Umiversity Press, 1994, pp, 159-187.
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“The outhne of our theory can be expressed as follows, When employment increases
aggregate real income is increased. The psychology of the community s such that when
aggregate real mncome s increased aggregate consumption s increased, but not by so
much as income. Hence emplovers would make a loss it the whole of the increased
employment were to be devoted to satstying the increased demand for immediate
consumption. Thus, 1o justify any given amount of employment there must be an
amount of current investment sufficient 1o absorb the excess of total ouput over what
the community chooses to consume when employment is at the given level. For unless
there 1 this amount of mvestment, the receipts of the entrepreneurs will be less than is
I‘f‘l.'l'l]:lﬂ'd to mduce them to offer the gven amaount r.'tfmlpiu}rmcnl. It tollows, therefore,
that, given what we shall call the community's propensity to consume, the equilibrium
level of employment, ie. the level ar which there is no inducement to employers as a
whole either to expand or to contract employment, will depend on the amount af
current nvestment. The amount of current investment will depend, in i, on what
we shall call the inducement to mvest; and the inducement w0 mvest will be found w
depend on the relation between the schedule of the marginal efficiency of capital and the
complex of rates of interest on loans of various matuntes and nisks, Thus, given the
propensity to consume and the rate of new investment, there will be only one level of
employment consistent with equilibrium; since any other level will lead 1o inequality
between the aggregate supply price of output as a whole and its aggregate demand price.
Thas level cannot be greater than full employment, i.e. the real wage cannot be less than
the marginal disutility of labour. But there s no reason i general for expecung it to
be equal to full employment. The effective demand associated wath full employment is a
special case, only realised when the propensity to consume and the inducement 1o invest
stand n a particular relationship to one another. This particular relavonship, which
corresponds to the assumpuons of the classical theory, 1 m a sense an optimum
relatonship. But it can only exast when, by acadent or design, current investment
provades an amount of demand just equal 1o the excess of the aggregate supply pnce of
the output resulung from full employment over what the community will choose 1o
spend on consumpuion when it is fully employed®,

John Maynard Keynes, The General Theory of Employment, Interest and Money
(London: Macnullan, 1967y, The Pranciple of Ettective Demand. Book |, Ch. 111,
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M. Friedman, Capitalismm and Freedom (Chicago: University of
Chicago Press, 1962,
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Benjanun Higgins, Economic Development: Principles, Problems, Policies
(London: Constable and Co, 1959 Ragnar Nurkse, Problems of Capital Formation
in  Underdeveloped Countries (Oxiord:  Basl  Blackwell 19604, G Myrdal,
Economic Theory and Underdeveloped Regions (London: Gerald Duckworth Co,
1957). Joseph A, Schumpeter, The Theory of Economic Development (Cambndge:
Cambnidge University press, 1967, Walt Whitman Rostow, The Stages of Economic

Growth, A Non-Communist Manifesto (Cambndge: Umiversity press, 1960,
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