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Summary
Political economy is a European science both in origin and in nature. 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 authoritative thinkers: Machine, commodity, production for the
market, social waste, the capital, the capitalist, surplus value, factory, selling labour
power, prices, financial exchange, etc. Hence, the emergence of 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 is to look into the general, objective law that governs production and
distribution in capitalist society. This general law 1s the law of value. When one
denies or ignores this law, one, simultaneously, no longer approaches the science
of political economy. Instead, (science!y of economy 1is called upon. The
poisonous latter is taught in schools and universities, 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 political economy and
economy. Moreover, within books, written on its covers: Principles of/ Lectures
on political economy, (marginal, Keynesian, mathematical, standard...) theories of|
economics are often dictated! In this essay, I explain how political economy was
historically excluded, and how it was permanently replaced by the official theory,

which plays the role of the obedient servant for political institutions and

parliaments of gold and blood.
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Samuelson and D. Nordhaus, Economics (New York: McGraw-Hill Companies
2005).
R. G. Lipsey and P. N. Courant, Economics (New York: Addison-Wesley,
1999,.
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"The marginal theories of distribution were developed after Marx their bearing on
the doctrines of Marxian socialism is so striking as to suggest that the challenge of
Marxism acted as a stimulus to the search for more satisfactory explanations' In:
B.H. fried, The Progressive Assaulton Laissez faire: Robert Hale and the
first Law and Economics Movement (Harvard: Harvard University press,
2002y, p.282.
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L. Moss, The Economics of Ludwig von Mises: Toward a Critical
Reappraisal, (Kansas City: 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'Driscoll 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,1996y. Klaus H. Hennings, 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).
zdy Lol Lo 3] I @ il Ly (Ve aml e o) ey allaall das ey
Aoy ¢ SedSedl Sy (@M Wl by Bgloadd) By ll) 5 Bed ) ol gl szl
el sl G il 2 ot sl Senls Sl L s elsd) e SIS 2
sl s e e BT e (gia ¢S s ) (3 alels i) 056 (Sgtan s cipslued
) 385 Ly b 3 SIS L sl )
[ladalty 0Ly (1957) gl g bl (3 cashyug ol it > e o o pn L) 48T L L (7)
G LB oy el B 0T T, 3] (it el Gl e b sl s
Al ol a3 Gl el Oy wisiliy eSO aAW Bupeyls e 1B ) Sy
oshyy alr 48U duil) de g bl Al o o) 4hal mall e slazn) (JaST1E) msld (g3l
) e B B e S g WS e 0o 4 wlaBls ane 3 L8 Y B say el G
O (sl 2oLtV el ) (5oLl [ U dmall e of (gl et 03) (salal] o S
o e 0, of K Y e e slas] s Sl o ciupslasV) s odsy clady (s5Lasl gn Lo ik
1) e e 2 (W) drl) e (ST el et L) (el e dgall L EDILY
Sl 578 8 3o 83l 1S ) oy a8 35 .39-34 5 (1987 cogls ) s
o o el sy 3y e ST (i sLasV) o (o3laBY) Jdal Bgeny olall L)
OYL O comgin Zl33 ahog (pan 56 .2 s o (o3LaBV) (dall ls sk s o3l
B sl s s OF (s Vg o ST 0l (i 05 A0 S g ) et i
o W ol sl OIS e ol s By e Lol O Ly Sl BMES i
o s O g U Gilas B3k ok of of il 2)lis §1500 52 Bl Slyadl) ods ol
g 3 Ogeis) ok o Bmgtes ShLae) e (Byme an LS (Cpall slasY sty LU
(pade Joady osllas 0pBly (Omnyy Shlbe Gt o (S0 Ble Rz Oshoy OgalasU
3 Oy 3 Slelan Symins S (s phny A3 St r S e o e
i pand) zoy Mol el S Y U e e 8 L Bl e AllS RSl s
G 2SS 3" )8y 179-171 5 (1998 (LW s 1gm) cpll O)d daggd
Sl b L gl el Bl e Ual deadie b b commd sla V) @I et e Al
Ol Y ol (3 L L a2} 235 jolie me OF sng sy ool [aadll a i e ainydl
ilSTOUT Ot 05l by o SISl (s o n o8 0lg oy Joddl g ¢ Jonl) ) 55
1S e dslns Unf Wg 2 (81 A 5] oo lhe Sl sl Oolls ey (AL s e

19

——
| —



@d:\;w .S

WAL s 1og) b myer A8 demS)ldl 3l 4kd) (Jul COUWE R R VN
500 27 (1972

L1 (8

"In the first place, utility, though a quality of things, is no inherent quality. It is
better described as a circumstance of things arising out of their relation to man's
requirements. As Senior most accurately says, "Utility denotes no intrinsic quality
in the things which we call useful; it merely expresses their relations to the pains
and pleasures of mankind." We can never, therefore, say absolutely that some
objects have utility and others have not. The ore lying in the mine, the diamond
escaping the eye of the searcher, the wheat lying unreaped, the fruit ungathered
for want of consumers, have no utility at all. The most wholesome and necessary
kinds of food 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 utility. Water, for instance, may be
roughly described as the most useful of all substances. A quart of water per day has
the high utility of saving a person from dying in a most distressing manner. Several
gallons a day may possess much utility for such purposes as cooking and washing;
but after an adequate supply is secured for these uses, any additional quantity is a
matter of comparative indifterence. All that we can say,then, is, that water,up to a
certain quantity, is indispensable;that further quantities will have various degrees
of utility; but that beyond a certain quantity the utility sinks gradually to zero; it
may even become negative, that is to say, further supplies of the same substance
may become inconvenient and hurtful". William Stanley Jevons, The Theory of

Political Economy (London: Macmillan and Co.1888) ch.III.
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"The classical economists and their epigones could not, of course, recognize the
problems involved. If it were true that the value of things is determined by the
quantity of labor required for their production or reproduction, then there is no
further problem of economic calculation. The supporters of the labor theory of
value cannot be blamed for having misconstrued the problems of a socialist
system. Their fateful failure was their untenable doctrine of value. That some of
them were ready to consider the imaginary construction of a socialist economy as
a useful and realizable pattern for a thorough reform of social organization did not
contradict the essential content of their theoretical analysis. But it was difterent
with subjective catallactics. Wieser was right when he once declared that many
economists have unwittingly dealt with the value theory of communism and have
on that account neglected to elaborate that of the present state of society, it is
tragic that he himself did not avoid this failure. The illusion that a rational order of
economic management is possible in a society based on public ownership of the
means of production owed its origin to the value theory of the classical economists
and its tenacity to the failure of many modern economists to think through
consistently to its ultimate 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 truth it was the errors of these schools that made the
socialist ideas thrive. This fact clearly demonstrates the emptiness of the Marxian
teachings concerning "ideologies" and its modern offshoot, the sociology of
knowledge". Ludwig Von Mises, Human Action: A Treatise on Economics (
Irvington-on-Hudson, NY: The Foundation for Economic Education, 1999,
p.364.
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"The outline of our theory can be expressed as follows. When employment increases
aggregate real income 1s increased. The psychology of the community is such that when
aggregate real income is increased aggregate consumption is increased, but not by so
much as income. Hence employers would make a loss if the whole of the increased
employment were to be devoted to satistying the increased demand for immediate
consumption. Thus, to justify any given amount of employment there must be an
amount of current investment sufficient to absorb the excess of total output over what
the community chooses to consume when employment is at the given level. For unless
there 1s this amount of investment, the receipts of the entrepreneurs will be less than is
required to induce them to offer the given amount of employment. It follows, therefore,
that, given what we shall call the community’s propensity to consume, the equilibrium
level of employment, i.e. the level at which there is no inducement to employers as a
whole either to expand or to contract employment, will depend on the amount of
current investment. The amount of current investment will depend, in turn, on what
we shall call the inducement to invest; and the inducement to invest will be found to
depend on the relation between the schedule of the marginal efficiency of capital and the
complex of rates of interest on loans of various maturities and risks. 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 to inequality
between the aggregate supply price of output as a whole and its aggregate demand price.
This level cannot be greater than full employment, i.e. the real wage cannot be less than
the marginal disutility of labour. But there is no reason in general for expecting it to
be equal to full employment. The effective demand associated with full employment is a
special case, only realised when the propensity to consume and the inducement to invest
stand in a particular relationship to one another. This particular relationship, which
corresponds to the assumptions of the classical theory, is in a sense an optimum
relationship. But it can only exist when, by accident or design, current investment
provides an amount of demand just equal to the excess of the aggregate supply price of
the output resulting from full employment over what the community will choose to
spend on consumption when it is fully employed".

John Maynard Keynes, The General Theory of Employment, Interest and Money
(London: Macmillan, 1967y. The Principle of Effective Demand. Book I, Ch. III.
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M. Friedman, Capitalism and Freedom (Chicago: University of
Chicago Press, 1962).
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Benjamin Higgins, Economic Development: Principles, Problems, Policies
(London: Constable and Co, 1959).Ragnar Nurkse, Problems of Capital Formation
in Underdeveloped Countries (Oxford: Basil Blackwell,1960y.G. Myrdal,
Economic Theory and Underdeveloped Regions (London: Gerald Duckworth Co,
1957). Joseph A. Schumpeter, The Theory of Economic Development (Cambridge:
Cambridge University press, 1967).Walt Whitman Rostow, The Stages of Economic

Growth, A Non-Communist Manifesto (Cambridge: University press, 1960.
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