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Lecture Outline

The objective of the History of Economic 
Thought
The role of the HET in the education of 

economists
Methodology of economics
A brief overview of the course of economic 

thought from antiquity to the 20th century
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The objective of the HET
• One of the objectives of the HET is to help students grasp how 

different economic theories originated and developed. 

• Students should be able to comprehend how the economic theory 
they are currently taught came about in order to understand it 
better through the “early concepts” and by examining the reasoning 
that created them.

• They will be able to learn alternative views of mainstream 
economics and examine why scientific theories in the social 
sciences are dominant or marginalised.

• They should also be able to adopt a critical stance towards the 
different doctrines of economic thought
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The objective of HET
 The approach of the course is historical and analytical. The evolution 

of economic thought is presented as a successive series of changes in 
the perception and view of the nature of the socio-economic process. 
These changes in the “vision” (Schumpeter) of the dominant version of 
economic thought entail the construction of new analytical concepts 
and categories and a new theoretical model for their articulation. 

 The course, therefore, emphasises the historical character of 
economic theories and how actual socio-economic phenomena 
shape the development of economic theory.
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The objective of HET

 Students will, therefore, be able to understand that the 
production of science is a social process which is related 
to 

 the logical consistency and internal coherence of each theory and 
its ability to examine social and economic phenomena, but also

 its relationship with its economic, social, political, and ideological 
environment
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The role of HET in the education of 
economists

• In recent years, there has been a growing tendency 
in most universities, particularly in the Anglo-Saxon 
world, not to include the teaching of HET in their 
undergraduate and postgraduate curricula.

• In the USA, the major universities, except for Duke, 
have stopped teaching it in economics departments. 
The same is true in the UK.
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The role of the HET in the education of 
economists

• Retiring professors are seeing the courses they taught 
discontinued. At the same time, the major economics 
journals have stopped accepting articles on the HET, 
which now has specialised journals that are not even 
highly ranked.

• The reason provided for this neglect of the HET is that 
there is only one "correct" theory: mainstream 
neoclassical economics. 

• Therefore, there is no reason to 'burden' students with 
learning "false and outdated" theories of the past. They 
have "more important" techniques to learn, e.g., 
financial econometrics.
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The role of HET in the education of 
economists

 There is, of course, a counterargument. Students of 
economics should learn the history of economic thought 
for three reasons: 
Pedagogical: We can better understand existing theories if 

we know how they were formed (Gordon)
Creating research culture: We gain a better understanding 

of how the human mind works and generate a 
commitment to knowledge acquisition (Viner)

We get ideas of how to solve current problems by knowing 
how great minds of the past had faced similar issues [log 
room] (Schumpeter)
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The role of HET in the education of 
economists

• I believe that the most crucial reason for the exclusion of 
HET from the curricula of modern economics 
departments is that the dominant orthodoxy has 
associated HET with alternative "heterodox" theories 
(such as Marx, Keynes, and Sraffa) and can thereby 
exclude pluralism from universities without having to 
confront alternative approaches scientifically.

• Since mainstream theory has been incapable of 
predicting and explaining the current economic crisis, it is 
inappropriate, to say the least, to try to exclude 
alternatives to its doctrines. 
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Methodology of Economics

• What is the subject-matter of economic science?

• How does economics differ from other sciences?

• How does science progress?

• What are the criteria for accepting or rejecting 
scientific theories?

• Questions that we will deal with  in this course
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What is the subject of economic 
science?

John Stuart Mill
(1806-1873)

1844
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What is the subject of economics?
• Alfred Marshall: “Political economy, or economics, is a study of man's actions in 

the "ordinary business of life." It inquires how he gets his income and how he uses 
it. Thus it is on the one side a study of wealth and on the other, a more important 
side, a part of the study of man."

Alfred Marshall
(1842-1924)

First page from Principles of Economics 1890

Presenter
Presentation Notes
  



16NJ Theocarakis: Introduction to the History of Economic Thought

What is the subject of economics?
• Definitions are not always “neutral”. They often prejudge the theoretical view of 

the author. 

• Thus, Richard Whately, in 1831, in his Introductory Lectures on Political Economy, 
wanted to call political economy "Catallactics, or the 'Science of Exchanges'".

• One hundred years later, Lionel Robbins, in his Essay on the Nature and 
Significance of Economic Science (1932), defines economics as “the science which 
studies human behaviour as a relationship between ends and scarce means which 
have alternative uses”.
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What is the subject of economics?
• Roger E. Backhouse and Steven G. Medema in their article on the definition of 

economics state that there is no single definition.  In modern textbooks the definition is 
related to “the study of the economy, the study of coordination, the study of the effects 
of scarcity, the science of choice and the study of human behavior.”

• They conclude that: “Modern economists do not subscribe to a homogeneous 
definition of their subject. At a time when economists are tackling subjects as diverse as 
growth, auctions, crime, and religion with a methodological toolkit that includes real 
analysis, econometrics, laboratory experiments, and historical case studies, and when 
they are debating the explanatory roles of rationality and behavioral norms, any concise 
definition of economics is likely to be inadequate”

•  Jacob Viner: "economics is what economists do". 

• The definitions reflect the direction the authors want the science to go. 

Roger E. Backhouse and Steven G. Medema. 2009. "Retrospectives: on the Definition of 
Economics." Journal of Economic Perspectives, 23(1): 221-33. 
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.23.1.221
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How does economics differ from the 
sciences?

• Economics is a social science. 

• Distinction between humanities/social sciences and natural sciences 
Geisteswissenschaften vs Naturwissenschaften

• The scope of economic science is changing. Is this a reason for different scientific 
categories, or is there a universality of scientific economic laws?

• Relative impossibility of experiment. 

• Distinction between positive and normative economics. Freedom from value 
judgments. Is it feasible?

• Values enter into the formation of even the most technical issues, even if scientists 
are not consciously committed to a political ideology. [Experiments with 
economics students]

• Economic theory influences the behavior of economic actors. 
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How does science progress?
Criteria for acceptance or rejection

 Two fundamental alternative conceptions of the progress of science:

1. The cumulative view

2. The competing view

 According to the cumulative view, each new generation of scientists corrects the 
errors of the previous generation and adds to the accumulated pool of knowledge. 
We stand on the shoulders of giants but see beyond their horizon. It is like a 
snowball that gathers more snow as it descends the slope. According to this logic, 
the history of a scientific field does not help to understand it better.

 This concept is related to the interwar Vienna Circle and positivism.

 Difference between analytical (a priori/mathematical) and synthetic (a 
posteriori/scientific) propositions.

 Any proposition that cannot be empirically verified is metaphysical.
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How is science progressing?
Criteria for acceptance or rejection

• The problem with positivism is that scientific propositions cannot be 
verifiable.

• The problem of induction.

• Karl Popper's critique. 

• Scientific propositions can only be falsifiable. 

• Scientists should express their propositions in a way that can be 
empirically tested.

• If a scientific hypothesis is disproved, a new hypothesis is formulated.

• However, the theory at the core cannot be falsified because we can always 
make new propositions from the same theory by changing the auxiliary 
assumptions.
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How does science progress?
Criteria for acceptance or rejection

Karl Popper  
(1902-1994)

Logik der Forschung, Vienna: 1935
The logic of scientific discovery
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The discovery of the 
planet Neptune from 
observing the orbit 
of the planet Uranus 
in the mid-19th 
century.
Newton's theory 
was not disproved, a 
new hypothesis was 
made that there is 
another planet 
influencing the orbit. 

Example

Urbain Le Verrier 
(1811-1877)

French astronomer who 
discovered Neptune

John Couch Adams 
(1819 -1892)

English astronomer who 
independently made the 
same discovery
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How does science proceed?
Criteria for acceptance or rejection

• The competing view

• Science proceeds not by accumulating new knowledge but by formulating 
alternative theories that are in conflict.

• The predominance of a theory depends on its ability to explain phenomena better 
and on the organization of the scientific community

• Thomas S. Kuhn (1922-1996): The structure of scientific revolutions (1962).

• Differences in theoretical paradigms

• Normal science, puzzle solving, anomalies, Gestaltswitch
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Thomas S. Kuhn
(1922 – 1996) 

How does science proceed?
Criteria for acceptance or rejection
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Imre Lakatos 
(1922 –1974) History of Economic Thought | How & How NOT 

to Do Economics with Robert Skidelsky
https://www.youtube.com/watch?v=x4Y4DvpUIlo

How does science proceed?
Criteria for acceptance or rejection
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Paul K. Feyerabend
(1924–1994) Against Method: Outline of an 

Anarchistic Theory of 
Knowledge

How does science proceed?
Criteria for acceptance or rejection



27NJ Theocarakis: Introduction to the History of Economic Thought

How does science proceed?
Criteria for acceptance or rejection
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Difference 
between Ptolemaic 
(geocentric) and 
Copernican 
(heliocentric) 
systems.
The prevalence of 
the heliocentric 
system was not 
immediately 
accepted

Example

Deferents and epicycles 
in the geocentric system

Copernicus' book 
On the Revolutions of 
the Heavenly Spheres 

1543
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Alternative models 
of the planetary 
system
Athanasius Kircher,
Iter exstaticum 
coeleste [Ecstatic 
journey to heaven], 
1660.

Example
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How does science proceed?
Criteria for acceptance or rejection

• The competing point of view

• Imre Lakatos (1922-1974)

• Research projects

• Milton Friedman (1912-2006), [Essays in Positive Economics, "Part I - The 
Methodology of Positive Economics", University of Chicago Press (1953), 1970, 
pp.3-43] 

• It is not the plausibility of the hypotheses that matters, it is the ability of the 
theory to predict phenomena.
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Milton Friedman
(1912–2006)

How does science proceed?
Criteria for acceptance or rejection
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How does science proceed?
Criteria for acceptance or rejection

The view of Joseph A. Schumpeter (1883-1950)

History of Economic Analysis, 1954.

Economic research goes through three stages.

1. “Vision”: Pre-analytic cognitive act

2. Conceptualization “to express the vision in words and to 
capture it in such a way that the elements take their 
places, are named so that they can be recognized and 
manipulated into a more or less shape or picture that has 
some order”.

3. The creation of scientific models
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Issues that will concern us
 Methodological individualism 

 Individuals or classes or institutions? 

 Unintended consequences

 History of economic laws and construction of economic categories

 Relationship of individuals to each other or to goods (subjectivity)

 Concept of equilibrium

 Concept of value

 Harmony of the economic system
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The word economic [oeconomic] (οἰκονομικός) or economy 
[oeconomy] (οἰκονομία) comes from the word οἶκος [oikos] and the 

root νεμ- [nem-]

οἶκος + νεμ-> οἰκονομ-ία
                  οἰκονομ-ικός 

In Greek oikos means the house, but also the autarkic, or self 
sufficient, economic unit or household, while the verb nemo means to 

dispense, divide, assign, administer

See entries in The Liddell, Scott, Jones Ancient Greek Lexicon (LSJ) 
οἰκονομία https://lsj.gr/wiki/%CE%BF%E1%BC%B0%CE%BA%CE%BF%CE%BD%CE%BF%CE%BC%CE%AF%CE%B1 

οἶκος https://lsj.gr/wiki/%CE%BF%E1%BC%B6%CE%BA%CE%BF%CF%82 

νέμω https://lsj.gr/wiki/%CE%BD%CE%AD%CE%BC%CF%89

https://lsj.gr/wiki/%CE%BF%E1%BC%B0%CE%BA%CE%BF%CE%BD%CE%BF%CE%BC%CE%AF%CE%B1
https://lsj.gr/wiki/%CE%BF%E1%BC%B6%CE%BA%CE%BF%CF%82
https://lsj.gr/wiki/%CE%BD%CE%AD%CE%BC%CF%89
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In ancient Greek the word economy 
[oikonomia] had a different meaning, as can 
be seen from its definition in the Liddell-Scott-

Jones Lexicon



οἰκονομ-ία , ἡ, 
A. management of a household or family, husbandry, thrift, Pl.Ap.36b, R.498a, X.Oec.1.1, Arist.EN1141b32, Pol.1253b2 sqq. : pl., Pl.R.407b ; 
households, Arist.GA744b18. 

2. generally, direction, regulation, Epicur.Ep.1p.29U. ; esp. of a State, administration, αἱ κατὰ τὴν πόλιν οἰ. Din.1.97 ; principles of 
government, Chrysipp.Stoic.2.338 ; τῶν γεγονότων Plb.1.4.3 , al. ; πολιτικὴ οἰ. Phld.Rh. 2.32 S. ; ἡ τῆς ἀρχῆς οἰ. Hdn.6.1.1 ; of a fund, 
SIG577.9 (Milet., iii/ii B.C.). 
3. arrangement, ἡ περὶ τὸν νοσέοντα οἰ. Hp.Epid.6.2.24 ; ἡ περὶ τῶν ὠνίων οἰ. market, fair, SIG695.35 (Magn. Mae.) ; οἰκονομίαι 
proceedings, IG9(1).226 (Drymaea) ; τίνα οἰκονομίαν προσαγήγοχας what steps you have taken, PCair.Zen.240.10 (iii B. C.) ; αὕτη
φύσεως οἰ. Plb.6.9.10 ; of a literary work, arrangement, ἡ κατὰ μέρος οἰ. D.S.5.1 , cf. D.H.Pomp.4, Comp.25, Sch.Od.1.328 : pl., 
Plu.2.142a. 
4. in Egypt, office of οἰκονόμος, PTeb.24.62 (ii B.C.), al. 
5. stewardship, LXX Is.22.19, Ev.Luc.16.2. 
6. plan, dispensation, Ep.Eph.1.10, 3.2. 
7. in bad sense, scheming, M.Ant. 4.51. 

II. public revenue of a state, BMus.Inscr.897.14, al. (Halic., iii B.C.). 
III. transaction, contract, or legal instrument, CPR4.1 (i A. D.), BGU457.10 (ii A. D.), etc. 
IV. magical operation or process, PMag.Par.1.161,292,2009.

οἰκονομ-ικός , ή, όν, 
A. practised in the management of a household or family, opp. πολιτικός, Pl.Alc.1.133e, Phdr.248d, X.Oec.1.3, Arist.Pol.1252a8, etc. : Sup., 
[κτημάτων] τὸ βέλτιστον καὶ-ώτατον, of man, Phld.Oec.p.30 J. : hence, thrifty, frugal, economical, X.Mem.4.2.39, Phylarch.65 J. (Comp.) : ὁ οἰ. 
title of treatise on the duties of domestic life, by Xenophon ; and τὰ οἰ. title of treatise on public finance, ascribed to Aristotle, cf. X.Cyr.8.1.14 : ἡ 
-κή (sc. τέχνη) domestic economy, husbandry, Pl.Plt.259c, X.Mem. 3.4.11, etc. ; οἰ. ἀρχή defined as ἡ τέκνων ἀρχὴ καὶ γυναικὸς καὶ τῆς οἰκίας 
πάσης, Arist.Pol.1278b38 ; applied to patriarchal rule, ib.1285b32. Adv.-κῶς Ph.2.426 , Plu.2.1126a ; also in literary sense, in a well ordered 
manner, Sch.Th.1.63.

Henry George Liddell. Robert Scott. A Greek-English Lexicon. revised and augmented throughout 
by Sir Henry Stuart Jones with the assistance of Roderick McKenzie. Oxford. Clarendon Press. 1940.
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Thus, economics [οἰκονομικὴ ] is 
the art or practice of managing the oikos, the 
household, in other words, what we would 

call estate management.
 



Combined edition of the 
economic books of Aristotle and 
Xenophon in Latin, Paris, 1564 



Thus the book Economica of (pseudo-)Aristotle are rendered in Latin as de rebus 
domesticis by Erasmus in the 1550 edition of the Collected Works of the Stagirite
 

Desiderius Erasmus Roterodamus (c. 1466 
1536)



The Oeconomicus of Xenophon is rendered as de administratione
domestica in Greek and Latin in the edition of Ambroise-FirminDidot.
 
https://archive.org/details/xenophontisscri00dbgoog/page/n10/mode/2up

https://archive.org/details/xenophontisscri00dbgoog/page/n10/mode/2up


In English the term Oeconomicus is rendered as Discourse on the skill of 
estate management in the modern edition of Sarah B. Pomeroy



German version of the Oeconomicus of Xenophon, 
Hamburg, 1734



44NJ Theocarakis: Introduction to the History of Economic Thought

In Aristotle’s Oeconomica we find a reference to four types of 
economies: royal, satrapic, political, and private
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“Political economy” [politike oikonomia] is the administration of 
the free city state, the polis



In fact, political economy in Aristotle is what we would call 
today Public Economics and it examines the economic 
management of the the free city-state, the polis. 

[polis (city state) > politics] 



The term "political economy" would appear in European languages much later, as late as 1615, in 
the work Traicté de l'oeconomie politique : dédié en 1615 au Roy et à la Reyne mère du Roy by Antoyne 
de Montchretien, Sieur de Vateville

http://catalogue.bnf.fr/ark:/12148/cb12198421g
http://catalogue.bnf.fr/ark:/12148/cb12198421g

http://catalogue.bnf.fr/ark:/12148/cb12198421g
http://catalogue.bnf.fr/ark:/12148/cb12198421g


While even in the 18th century the use of the term economy and 
economic remains Aristotelian, the distinction between private (or 
domestic) economy and political economy is important.
Thus, Jean-Jacques Rousseau (1712-78) in his entry "political economy" 
for Diderot's Encyclopaedia writes:



ECONOMY OR OECONOMY, (Ethics & Politics). This word is derived from oikos, house, and 
nomos, law, and originally meant the prudent and lawful management of  the house, for the 
common good of  the whole family.  The meaning of  this term was then extended to the 
management of  the great family which is the state.  In order to distinguish between these two 
concepts, we call the latter case the general or political economy , while the other case we call it the 
domestic or private economy.  In this article we will consider only the first concept. For the household 
economy, see. See FATHER OF THE FAMILY.

https://artflsrv04.uchicago.edu/philologic4.7/encyclopedie0922/navigate/5/1278

https://www.files.ethz.ch/isn/125495/5020_Rousseau_A_Discourse_on_Political_
Economy.pdf

https://artflsrv04.uchicago.edu/philologic4.7/encyclopedie0922/navigate/5/1278
https://www.files.ethz.ch/isn/125495/5020_Rousseau_A_Discourse_on_Political_Economy.pdf
https://www.files.ethz.ch/isn/125495/5020_Rousseau_A_Discourse_on_Political_Economy.pdf


ÉCONOMIE (é-ko-no-mie) s. f. 
1. Bon ordre dans la conduite et l'administration de tout établissement qui s'alimente par la production et la consommation. 

J. B. SAY., Traité, 1841, p. 455: L'économie est le jugement appliqué aux consommations 
J. B. SAY., ib.: L'économie ne veut rien consommer en vain ; l'avarice ne veut rien consommer du tout 

Économie domestique ou privée, administration d'un ménage privé, d'une maison. 
J. J. ROUSS., Hél. IV, 10: C'est une erreur dans l'économie domestique, ainsi que dans la civile, que.... 
J. B. SAY, Traité, 1841, p. 453: L'économie privée nous enseigne à régler convenablement les consommations de la famille 

Économie rurale, l'ensemble des règles et des moyens qui font obtenir de la terre la plus grande somme de produits, aux moindres frais, et 
pendant un temps indéterminé, ainsi que les principes qui doivent guider dans l'emploi de ces produits. 

Économie politique, science qui traite de la production, de la distribution et de la consommation des richesses. Traité d'économie politique. 
VOLT., Lett. Morellet, 14 juillet 1769: Il a quitté la théologie pour l'histoire, comme vous pour l'économie politique 
J. B. SAY, Cours, 1840, t. II, p. 510: L'économie politique regarde les intérêts de quelque nation que ce soit, ou de la société en général 
J. B. SAY, ib. t. I, p. 1: L'économie politique n'est pas autre chose que l'économie de la société 

Traité d'économie politique, par A. DE MONT-CHRESTIEN, Rouen, 1615: L'économie politique paraît avoir désigné anciennement la 
politique théorique, ce qui a rapport à la constitution intérieure et extérieure des États 

Économie publique ou nationale, observations et règles qui concernent les intérêts d'une nation considérée en particulier. 
Économie sociale, l'ensemble des conditions morales et matérielles des sociétés. Se dit aussi pour économie politique. 
Économie industrielle, l'ensemble des moyens et des règles de la production industrielle. 
J. B. SAY, Cours, 1840, t. I, p. 34: L'économie industrielle, qui n'est que l'application de l'économie politique aux choses qui tiennent à 

l'industrie 
Économie charitable, étude des règles pratiques de la charité et de l'organisation des institutions de bienfaisance. 

The word "economy" in Émile Littré's French dictionary, 
Dictionnaire de la langue française, (1872-1877) 



The term “economics” was not unknown before the 19th 
century, although it had the meaning of home economics

(Oxford English Dictionary)



Sir William Petty 1623-1687



Reference to the word Oconomicks in William Petty's 
Treatise of Taxes, 1662



Francis Hutcheson (1694-1746)
Professor of Moral Philosophy at the
University of Glasgow
Teacher of Adam Smith

1742 Philosophiae moralis institutio compendiaria, ethices et jurisprudentiae naturalis elementa continens, Robert Foulis, Glasguae Ars 
oeconomica

1747 A Short Introduction to Moral Philosophy: In Three Books, Containing The Elements of Ethics and the Law of Nature, Robert & Andrew 
Foulis, Glasgow ["Oeconomicks treat of the rights and obligations in a family,"]

In Francis Hutcheson's Short Introduction to Moral Philosophy [Latin 1742, English posthumous edition 1747] we find the words Ars oeconomica
[economic art] and Oeconomicks. The distinction he makes in this work between the three parts of economics is identical to Aristotle's distinction 
in the Politics: the master-slave (servant) relationship [despotike], the relationship between spouses [gamike] and the relationship between father 
and children [teknopoietike]. 

The investigation of everything should begin with its smallest parts, and the primary and smallest parts of the household are master and
slave, husband and wife, father and children; we ought therefore to examine the proper constitution and character of each of these three
relationships, I mean that of mastership, that of marriage (there is no exact term denoting the relation uniting wife and husband), and
thirdly the progenitive relationship (this too has not been designated by a special name) (Aristotle, Pol. 1253b5-10)



Sir James Steuart, 
(1712 –1780)

First book in English with ‘Political 
Economy’ in the title



Adam Smith’s use of the 
term



H.D. MacLeod, “What is Political 
Economy?”, Contemporary Review, Vol. 25, 
May 1875, pp. 871-893

1879
Peter Groenewegen, “‘Political Economy’ and ‘Economics’”, 
in J. Eatwell, M. Milgate, and P. Newman, eds., The New 
Palgrave: A Dictionary of Economics, Vol. 3, London: 
Macmillan, 1987, pp. 904–907

Political Economy becomes Economics



The book that established the term Economics: 
Principles of Economics, 1890, 8th edition 1920

Alfred Marshall 
1842-1924



W. Stanley Jevons, The Theory of Political Economy, 
Preface to the second edition 1879, p. xiv



Introduction to the History of 
Economic Theory

A brief overview of the course of economic 
thought from antiquity to the 20th century

Presenter
Presentation Notes
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Brief overview 
• Ancient Greek authors

• Xenophon (430-354 BCE)

• Plato (424-348 BCE) 

• Aristotle (384-322 BCE) 
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Presentation Notes
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Brief overview 
• Scholastics (13th-16th century)
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Brief overview 
• Mercantilism (16th - 18th century)
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Brief overview 
• Mercantilism (16th - 18th century)

Sir William Petty 
(1623–1687) 

John Law (1671–1729) Sir James Steuart 
(1713-1780)

Presenter
Presentation Notes
  



65NJ Theocarakis: Introduction to the History of Economic Thought

Brief overview 
• Reactions to mercantilism – Birth of political economy

Pierre le Pesant 
Sieur de 

Boisguilbert,
(1646–1714)

Sébastien le Prestre, 
Seigneur de Vauban

(1633-1707)

Richard Cantillon
(?1680–1734)
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Brief overview 
• Physiocrats (France 18th century)

Presenter
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Brief overview 
• Classical political economy

• Adam Smith (1723-1790)

• Thomas Robert Malthus (1766-1834)

• David Ricardo (1772-1823)

Presenter
Presentation Notes
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Brief overview 
• Marxist political economy

• Karl Marx (1818-1883)

• Friedrich Engels (1820-1895)
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Brief overview 
Precursors to the Marginalist Revolution 

Jeremy Bentham
(1748-1832)

Johann Heinrich 
von Thünen 
(1783-1850)

Augustin Cournot
(1801 –1877)

Hermann Heinrich 
Gossen

(1810—1858)
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Brief overview 
Marginalist Revolution (1871)

– W. Stanley Jevons (1835-1882)

– Léon Walras (1834-1910)

– Carl Menger (1840-1921)
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Brief overview 
• Neoclassical economics

• Alfred Marshall (1842-1924)

• Francis Y. Edgeworth (1845-1926)

• Vilfredo Pareto (1848-1923)
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Brief overview 

Presenter
Presentation Notes
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Brief overview 
• John Maynard Keynes (1883-1946)

The General Theory of Employment, Interest and Money (1936)
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Brief overview 
• Joseph Alois Schumpeter (1883–1950)

• Michał Kalecki (1899–1970)    

Presenter
Presentation Notes
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Contents
• Ancient Greek economic thought
• Plato Republic
• Xenophon Cyropaedia, Ways and Means, Oeconomicus
• Aristotle Politics, Nicomachean Ethics
• Epicureans, Stoics 

• Scholastic economic thought
• Albertus Magnus
• Thomas Aquinas
• San Bernardino da Siena, Sant’ Antonino da Firenze
• Salamanca School



Ancient Greek and Scholastic 
Economic Thought

Ancient Greek Economic Thought
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Ancient Greek Economic Thought

• Even before the archaic and classical period 
we have documents concerning economic 
issues

• During the Mycenean period (17th-13th c. BCE) 
we have clay tablets recording economic 
activity

• These tablets do not constitute economic 
thought
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Ancient Economic Thought

Sumerian was the last and most ancient 
language to be deciphered. Sale of a 
number of fields, probably from Isin, c. 
2600 BC.

Pre-cuneiform tags, with 
drawing of goat or sheep 
and number (probably 
"10"), Al-Hasakah, 3300–
3100 BCE, Uruk culture
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Ancient Greek Economic Thought

Mycenae: Clay tablet of linear B. 1250 BCE.
National Archaeological Museum, Athens. #7671
Refers to a quantity of wool to be dyed. 

Linear B logograms referring to objects of economic 
importance

http://www.ancientscripts.com/linearb.html



Ancient Greek Economic Thought

Hesiod (c. 750-650 BCE)
Bust at the British Museum

Work and Days, Basel edition 1539, Michael Isingrin
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Strife is not perfect competition



Ancient Greek Economic Thought

Aristophanes (c. 446 – 386 BCE)
Bust Musei Capitolini, Rome

Aristophanes Nine Comedies, Venice 1498, Aldus Manutius, Marcus 
Mousouros edition. [Frogs]





Gresham’s Law "Bad money drives out good"

Sir Thomas Gresham the Elder (c. 1519–1579) 





Ancient Greek Economic Thought

Plato (427–347 BCE)
Statue by Leonidas Drossis

Academy of Athens
The Complete Works of Plato 

by Henricus Stephanus (Henri Estienne), Geneva1578. 



Lack of self sufficiency creates 
the need for the state



Start from scratch: 
Food, shelter, clothes, shoes



No waste of time: 
One task each



Tools for the job made 
by somebody else



No state self-sufficient
Surplus. Need for merchants



Markets and currency Contempt for wage-earners



Possibility of a simple living 
with no luxuries



We can have simple luxuries, but we are not pigs. We need not a healthy 
but an inflamed state



States must become bigger to 
accommodate for demands for more 
luxuries



We then outgrow our needs, and 
we must take our neighbours’ 
land. Need for professional army



Warfare is a specialized 
business



Guardians must be fit to guard the state



Need to train them in order not 
to have problems
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Myth of the metals
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Xenophon (430 – 344 BCE)

• Cyropaedia
• Oeconomicus
• Ways and means



Ancient Greek Economic Thought

Xenophon (430 – 344 BCE)
Bibliotheca Alexandrina 

Museum, Aegypt

First edition of complete works 
     Boninus, Giunta, Florence 1516. 

Latin edition of complete 
works
Andreas Cratander, Basel, 
1534



Ancient Greek Economic Thought

Joint edition of 
economic works by 

Aristotle and Xenophon 
in Latin, Paris, 1564 

Xenophon, 
Cyropaedia, Aalst, 

Belgium, 1527 

Doctoral dissertation on 
Ways and Means, 
Utrecht, 1851



The division of labour is limited by the extent of the market



Cyropaedia, 1.3.16-17  Not Pareto optimum
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Xenophon (430 – 344 BCE)

• Oeconomicus

S. B. Pomeroy, Xenophon, Oeconomicus. A 
Social and Historical Commentary, Oxford 
Clarendon Press, 1994.

Latin translation, Paris1506
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Xenophon (430 – 344 BCE)

German edition, Hamburg, 1734



Object of economic art
A manager can work for others
A manager increases wealth



Possessions only useful things



You can always sell them for something useful. But you have to know how to use money



Wealth is anything you can use to your benefit



There are vicious rulers that can destroy you



Recap



Best economic activity is farming



Ischomachus is a gentleman, but 
Socrates finds him at the 
marketplace



Ischomachus’ wife is managing the estate. He married her when she 
was 14-15 years old and taught her economics
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But eventually all tasks have been assigned to a female housekeeper
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Aristotle (384 – 322 BCE)





Raffaello Sanzio, School of Athens (Cognitio
Causarum), 1509

Stanza della Segnatura, Palazzi Pontifici, 
Vatican



Stanza della Segnatura
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Aristotle (384 – 322 BCE)
• Nicomachean Ethics

• Politics

• Oeconomica (ps.-Aristotelian)

The Erasmus edition, Basel 16th c.

The canonical 
edition of the 
complete works 
by Immanuel 
Bekker, Berlin, G. 
Reimer 1831





Corpus Aristotelicum



Joint edition of 
“economic” books 
by Aristotle and 
Xenophon in Latin, 
Paris 1564







The state is the supreme partnership 
and aims at the supreme good. 
Not similar to a household



Method of investigation: examine 
the composite to its individual 
elements. By nature, male and 
female, natural master and natural 
slave. Things are made for a 
specific purpose.





• Self-sufficiency the goal of a state.
• State made for life, it exists for the 

good life
• Man by nature a political animal



• State made of households, so we must discuss 
household management (economics)

• Three minimum pairs:
1. Master and slave=>mastership
2. Husband and wife=>relationship of marriage
3. Father and children=>progenitive



Is mastership a science, or is 
slavery contrary to nature?
We must discuss the nature of 
tools. Some tools are inanimate, 
other have soul



If we had “robots” we would not 
need slaves
Poiesis (production) vs. Praxis
(action)











The art of mastering slaves is one of 
no particular importance or dignity

Is the art of getting wealth the 
same as household management? chrematistics vs economics



Wealth-getting is not economics, but is it 
part of economics or a different science? 
But acquisition of goods is of many kinds. 
Farming part of economics



Different types of economic life: nomadic, 
farming, brigandage, fishing, hunting and 
mixing them, not by barter or trade



“dual use”: 
value in use
value in exchange
Wealth-getting has no limit

Ktetike vs chrematistike

Acquisition for self-sufficiency and 
good life has a limit



Originally trade between people is by 
nature if it is done to replenish 
natural self-sufficiency



Creation of money. Readily portable. 
Metals. Size and weight, then stamp.
Initially currency in simple form. 
Chrematistics related to money. At 
times money is a convention.



If there is a limit (end) then it is by 
nature
M-E-M’





Natural business subsidiary to 
economics



Metabletike (the art of exchange) 
justly discredited, especially usury, 
for money has not been created to 
make more money but to facilitate 
exchange  



Three types of the art of exchange
1. Commerce

I. Shipping
II. Transport by land
III. Retailing

2. Money lending
3. Labour for hire 

Risk-return 
trade-off



It is boring to provide details. There 
are management textbooks for that.
Thales of Miletus cornering the 
market (Monopoly)



Wealth-getting through monopoly





Types of property:
1. All in common
2. Nothing in common
3. Some things in common and others 

not



Having all property and wives in 
common not practical: it would 
make the state into a family





Communism not practical



Aristotle. Opera [graece], 2 vol. in 1, 
Erasmus' monumental edition of Aristotle, 
the first complete Opera in Greek, Basel, 
Johann Bebel, 1531.
First page of Nicomachean Ethics





Guilielmo Du Val, Aristotelis Opera Omnia 
quae extant, graece & latine, veterum ac
recentiorum interpretum, Lutetiae
Parisiorum (Paris), Typis Regiis, apud 
Societatem Graecarum Editionum, 1629.

A copy of this edition was in Adam 
Smith’s Library



https://books.google.gr/books?id=IcYUAAAAQAAJ

https://books.google.gr/books?id=IcYUAAAAQAAJ


• Distributive Justice
• Corrective Justice

• voluntary
• involuntary

• furtive
• violent



Distributive Justice is proportional
Four terms at least
Assignment by desert
Criterion of assignment different

• Democrats Free birth
• Oligarchic Wealth
• Aristocratic Birth



α/β=γ/δ



Distributive Justice: 
geometrical proportion



Corrective Justice: 
arithmetical proportion





Reciprocity



Reciprocity not always justice. It 
applies only in the interchange of 
services. It is the bond of states



Diagonal conjunction

builder shoemaker

house shoe



Money functions as a common 
measure to make things 
comparable



Need (chreia) is the common 
measure that holds everything 
together





1818-1883
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Ancient Greek & Roman 
Economic Thought

• Epicurus (341-270 BCE)
• Stoics 

• Zeno of Citium(334-262 BCE)

• Chrysippus of Soli (279-206 BCE)

• Cicero (106-43 BCE)

• Seneca (4 BCE-65 CE)

• Epictetus (50-135 CE)

• Marcus Aurelius(121-180 CE)

Roman bust of 
Epicurus
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Romans on agriculture
• For the Roman agronomists e.g., Cato, Varro, Columela, Palladius, See in 

French Les agronomes latins : Caton, Varron, Columelle, Palladius: avec la 
traduction en français / publiés sous la direction de M. Nisard, (1864). 
Marcus Terentius Varro, On Agriculture and Marcus Porcius Cato, On 
Agriculture from the website of Bill Thayer who also has them in the Latin 
original. For the Latin texts see the anthology Scriptores rei rusticae veteres
Latini Cato, Varro, Columella, Palladius. Quibus nunc accedit Vegetius de 
mulo-medicina et Gargilii Martialis fragmentum. Adiectae notae et lexicon 
rei rusticae curante I.M. Gesnero (1735) or the Internet Archive in general. 
Gargilius Martialis, Quintus; Vegetius Renatus, Flavius; Cato, Marcus 
Porcius, 234-149 B.C; Columella, Lucius Junius Moderatus; Palladius, 
Rutilius Taurus Aemilianus; Varro, Marcus Terentius. Rerum rusticarum

https://gallica.bnf.fr/ark:/12148/bpt6k2820632
https://penelope.uchicago.edu/Thayer/E/Roman/Texts/Varro/de_Re_Rustica/1*.html
https://penelope.uchicago.edu/Thayer/E/Roman/Texts/Cato/De_Agricultura/A*.html
https://penelope.uchicago.edu/Thayer/E/Roman/Texts/Cato/De_Agricultura/A*.html
https://penelope.uchicago.edu/Thayer/E/home.html
https://archive.org/details/b30550087_0001/page/n7/mode/2up
https://archive.org/details/b30550087_0001/page/n7/mode/2up
https://archive.org/search.php?query=creator%3A%22Gargilius+Martialis%2C+Quintus%22
https://archive.org/search.php?query=creator%3A%22Vegetius+Renatus%2C+Flavius%22
https://archive.org/search.php?query=creator%3A%22Cato%2C+Marcus+Porcius%2C+234-149+B.C%22
https://archive.org/search.php?query=creator%3A%22Cato%2C+Marcus+Porcius%2C+234-149+B.C%22
https://archive.org/search.php?query=creator%3A%22Columella%2C+Lucius+Junius+Moderatus%22
https://archive.org/search.php?query=creator%3A%22Palladius%2C+Rutilius+Taurus+Aemilianus%22
https://archive.org/search.php?query=creator%3A%22Palladius%2C+Rutilius+Taurus+Aemilianus%22
https://archive.org/search.php?query=creator%3A%22Varro%2C+Marcus+Terentius.+Rerum+rusticarum%22
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The Great Gap

• Joseph A. Schumpeter “The Great Gap”
• Islamic Economic Thought
• Economic Thought in Byzantium
M. Yassine Essid, “Islamic Economic Thought”, In S. Todd Lowry (ed.), Pre-Classical Economic 
Thought: From the Greeks to the Scottish Enlightenment, [Series: Recent Economic Thought, Vol. 
10], Springer 1987.

Angeliki E. Laiou, “Economic Thought and Ideology”, in: eadem (ed.), The Economic History of 
Byzantium: From the Seventh through the Fifteenth Century, Dumbarton Oaks, 2007 [online: 
http://www.doaks.org/resources/publications/doaks-online-publications/economic-history-of-
byzantium]

http://www.doaks.org/resources/publications/doaks-online-publications/economic-history-of-byzantium
http://www.doaks.org/resources/publications/doaks-online-publications/economic-history-of-byzantium


Ancient Greek and Scholastic 
Economic Thought

Scholastic Economic Thought
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Scholastic Economic Thought

• 13th – 16th c.
• Roman Catholic Theologians
• Thought based on the

– Bible

– Fathers of the Church

– Roman Law

– Aristotle



Laurentius de Voltolina: Liber ethicorum des Henricus de 
Allemania. Henricus de Allemania (1245-1340) and his 
students. Bologna School. Painting on parchment, 2nd half of 
14th c. 
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Albertus Magnus (1193/1206 –1280)

differentia secundum labores et expensae

opus diximus esse usum vel utilitatem vel 
indigentiam

Value according to labour and expenses

Value according to utility and need
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St. Thomas Aquinas (1225-1274)

The Triumph of St. 
Thomas Aquinas: 
Aristotle on his 
right, Plato on his 
left. 
At his feet, the 
great Arab 
philosopher 
Averroes



http://cartelen.louvre.fr/cartelen/visite?srv=ca
r_not_frame&idNotice=1203

Benozzo di Lese di Sandro, dit GOZZOLI
Florence, vers 1420/1422 - Pistoia, 1497

Le Triomphe de saint Thomas d'Aquin 
Vers 1470 - 1475 
H. : 2,30 m. ; L. : 1,02 m.

Benozzo Gozzoli, The Triumph of St. 
Thomas Aquinas (1470-5)
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St. Thomas Aquinas (1225-1274)

• Summa theologica
• Sententiae libri Ethicorum
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Just price: iustum praetium
Social hierarchy or competitive price?

Labor & Expensae
Bonitas intrinseca
Virtuositas
Raritas
Utilitas
Complacibilitas

Usury (lending at interest): 
Usura

Acceptable reasons for taking 
interest
Damnum emergens
Lucrum cessans
Stipendium laboris
Periculum sortis
Ratio incertitudinis

Scholastic Economic Thought

Inter-esse

res tantum valet quantum 
vendi potest, sed 
communiter
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Hugo von Langenstein 13th c.



Scholastic Economic Thought

Chapter 16.— Of the Ranks and Differences of the Creatures, Estimated by Their Utility, or According to the 
Natural Gradations of Being.

For, among those beings which exist, and which are not of God the Creator's essence, those which have life are 
ranked above those which have none; those that have the power of generation, or even of desiring, above those 
which want this faculty. And, among things that have life, the sentient are higher than those which have no 
sensation, as animals are ranked above trees. And, among the sentient, the intelligent are above those that have 
not intelligence, — men, e.g., above cattle. And, among the intelligent, the immortal such as the angels, above 
the mortal, such as men. These are the gradations according to the order of nature; but according to the utility 
each man finds in a thing, there are various standards of value, so that it comes to pass that we prefer some 
things that have no sensation to some sentient beings. And so strong is this preference, that, had we the power, 
we would abolish the latter from natur altogether, whether in ignorance of the place they hold in nature, or, 
though we know it, sacrificing them to our own convenience. Who, e.g., would not rather have bread in his 
house than mice, gold than fleas? But there is little to wonder at in this, seeing that even when valued by men 
themselves (whose nature is certainly of the highest dignity), more is often given for a horse than for a slave, for 
a jewel than for a maid. Thus, the reason of one contemplating nature prompts very different judgments from 
those dictated by the necessity of the needy, or the desire of the voluptuous; for the former considers what 
value a thing in itself has in the scale of creation, while necessity considers how it meets its need; reason looks 
for what the mental light will judge to be true, while pleasure looks for what pleasantly titillates the bodily sense. 
But of such consequence in rational natures is the weight, so to speak, of will and of love, that though in the 
order of nature angels rank above men, yet, by the scale of justice, good men are of greater value than bad 
angels.

St. Augustine, De Civitate Dei, lib. XI, cap. XVI



[XVI] In his enim, quae quoquo modo sunt et non sunt quod Deus est a quo facta sunt, praeponuntur
uiuentia non uiuentibus, sicut ea, quae habent uim gignendi uel etiam appetendi, his, quae isto motu
carent; et in his, quae uiuunt, praeponuntur sentientia non sentientibus, sicut arboribus animalia; et in
his, quae sentiunt, praeponuntur intellegentia non intellegentibus, sicut homines pecoribus; et in his,
quae intellegunt, praeponuntur inmortalia mortalibus, sicut angeli hominibus. Sed ista praeponuntur
naturae ordine; est autem alius atque alius pro suo cuiusque usu aestimationis modus, quo fit, ut
quaedam sensu carentia quibusdam sentientibus praeponamus, in tantum, ut si potestas esset ea
prorsus de natura rerum auferre uellemus, siue quem in ea locum habeant ignorantes, siue etiamsi
sciamus nostris ea commodis postponentes. Quis enim non domui suae panem habere quam mures,
nummos quam pulices malit? Sed quid mirum, cum in ipsorum etiam hominum aestimatione, quorum
certe natura tantae est dignitatis, plerumque carius comparetur equus quam seruus, gemma quam
famula? Ita libertate iudicandi plurimum distat ratio considerantis a necessitate indigentis seu uoluptate
cupientis, cum ista quid per se ipsum in rerum gradibus pendat, necessitas autem quid propter quid
expetat cogitat, et ista quid uerum luci mentis appareat, uoluptas uero quid iucundum corporis sensibus
blandiatur spectat. Sed tantum ualet in naturis rationalibus quoddam ueluti pondus uoluntatis et
amoris, ut, cum ordine naturae angeli hominibus, tamen lege iustitiae boni homines malis angelis
praeferantur.



Petrus Olivi (1248-1298)
San Bernardino da Siena (1380-1444)
Sant'Antonino da Firenze
(1389-1459)

Scholastic Economic Thought

San Bernardino da Siena Sant'Antonino da Firenze



Salamanca School

Scholastic Economic Thought

Martín de Azpilcueta (1493–1586)
Doctor Navarrus

Luis de Molina 
(1535–1600)



Salamanca School

Scholastic Economic Thought

Diego de Covarrubias y Leiva 
(1512-1577) 

Portrait by El Greco
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Salamanca School

Scholastic Economic Thought

Those who measure the just price by the labor, costs, and risk incurred by 
the person who deals in the merchandise or produces it, or by the cost of 
transport or the expense of traveling … or by what he has to pay the factors 
for their industry, risk, and labor, are greatly in error, and still more so are 
those who allow a certain profit of a fifth or a tenth. For the just price arises 
from the abundance or scarcity of goods, merchants, and money … and not 
from costs, labor, and risk. If we had to consider labor and risk in order to 
assess the just price, no merchant would ever suffer loss, nor would 
abundance or scarcity of goods and money enter into the question. Prices 
are not commonly fixed on the basis of costs. Why should a bale of linen 
brought overland from Brittany at great expense be worth more than one 
which is transported cheaply by sea? … Why should a book written out by 
hand be worth more than one which is printed, when the latter is better 
though it costs less to produce? … The just price is found not by counting the 
cost but by the common estimation. Luis Saravía de la Calle 1544
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End of Lecture
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Objectives of this lecture
• To briefly describe the concept of mercantilism

• To show the different interpretations of the phenomenon

• To describe its phases

• To explain how it differs from the classical political 
economy

• To demonstrate its influence on political economy
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Contents
• Mercantilism
• Interpretations of mercantilism

• Mirabeau, Smith, Viner

• Historical School [G. Schmoller]. E.F. Heckscher

• Countries / authors / periods of mercantilism
• England, France, Germany/Austria, Italy, France, Germany/Austria

• Thomas Gresham, John Hales, Thomas Mun, Edward Misselden, Gerrard de Malynes, William 
Petty, John Locke, Dudley North, Josiah Child, Charles D'Avenant, Nicholas Barbon, Bernard de 
Mandeville, James Steuart

• Jean Bodin, Antoine de Monchrestien, Jean-Baptiste Colbert

• Veit Ludwig von Seckendorff, Johann Joachim Becher, Philip Wilhelm von Hornick

• Bernardo Davanzati, Giovani Botero, Antonio Serra, Antonio Genovesi, Pietro Verri

• Bullionism / Classical mercantilism / Late (‘Liberal”) mercantilism



Mercantilism
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"World Map," by Joan Blaeu, 1638, from the Atlas Major. Joan Blaeu and his father Willem were the most respected cartographers
of their time. Their maps were required on all Dutch ships engaged in trade with the Indies. Atlases replaced sheet maps as the 
dominant cartographic form in the seventeenth century. In 1670, Joan Blaeu was appointed Map Maker in Ordinary to the Dutch 
East India Company (VOC).
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Cosmographia Claudii Ptolomaei Alexandrini, 1467
Jacob d'Angelo after Claudius Ptolemaeu
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Martin Waldseemüller (1470–1521). Universalis Cosmographia Secundum Ptholomaei Traditionem et Americi Vespucii
Alioru[m]que Lustrationes, [St. Dié], 1507. One map on 12 sheets, made from original woodcut. Geography and Map 
Division, Library of Congress

https://www.loc.gov/item/2003626426/
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Map showing main Portuguese (blue) and Spanish (white) oceanic trade routes in the 
16th century, as a result of the exploration during the Age of Discovery.
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Map showing the main trade routes of late medieval Europe. The black lines show the routes of the 
Hanseatic League, the blue Venetian and the red Genoese routes. Purple lines are routes used by both 
the Venetians and the Genoese. Overland and river routes are stippled.
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The Dutch Empire. Dark green areas were controlled by the Dutch West India Company; 
light green areas were controlled by the Dutch East India Company. Yellow areas were the 
territories occupied later, during the 19th century.
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The British Empire
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Immanuel Wallerstein, The Modern World-
System II: Mercantilism and the Consolidation 
of the European World-Economy, 1600-1750
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Company of Merchant 
Adventurers of London East India Company Vereenigde Oostindische

Compagnie

Compagnie française pour le 
commerce des Indes orientales

Chartered Companies



17NJ Theocarakis UoA Mercantilism

The Old Exchange at Amsterdam, Job Adriaenszoon Berckheyde (1630 - 1693)
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L'homme de village. - Né pour la peine : 
Guérard, Nicolas (1648?-1719). Graveur
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Jan Uytenbogaert, ‘The 
Goldweigher’, 1639
Rembrandt van Rijn (1606-1669)



20NJ Theocarakis UoA Mercantilism



21NJ Theocarakis UoA Mercantilism

Mercantilism
• The term mercantilism is created after the phenomenon and has a critical 

connotation.  Two interpretations: The negative one (Mirabeau - Smith)

• Victor de Riqueti, Marquis de Mirabeau, (1715-1789) [Physiocrat]

mercantile system

It describes a system 
of direct state 
intervention in the 
economy
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Mercantilism

• The term mercantilism is created after the phenomenon and has a 
critical connotation

• Adam Smith, (1723-1790)
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Mercantilism: negative criticism

• Mercantilism confuses money [precious metals] with wealth

• Believes that an economy cannot regulate itself and therefore 
requires regulation by the state

• It wrongly emphasises the trade balance, the ban on the export of 
precious metals and protectionism.

• This negative view was continued in classical political economy [JR 
McCulloch] in the liberal school and even today mercantilism is seen 
as rent-seeking: R. E. Ekelund & R. K. Tollison, Politicized 
Economics: Monarchy, Monopoly and Mercantilism. 1997
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Mercantilism: negative criticism

John Stuart Mill
(1806–1873)
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Mercantilism

• The term mercantilism is created after the phenomenon and has a critical 
connotation.  Two interpretations: The positive one (Schmoller)

• Gustav Schmoller (1838-1917) [German Historical School]
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John Maynard Keynes
(1883–1946)
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Eli Filip Heckscher (1879-1952)

• System of unification
• System of power
• System of protection vs 

system of provision (fear of goods)

• Monetary system
• Conception of society

Mercantilism 1931



Germany - Austria

Veit Ludwig von 
Seckendorff, 
Johann Joachim Becher, 
Philip Wilhelm von 
Hornick

England

Thomas Gresham 
John Hales 
Thomas Mun 
Edward Misselden 
Gerrard de Malynes 
William Petty, 
John Locke, 
Dudley North, 
Josiah Child, 
Charles D'Avenant, 
Nicholas Barbon, 
Bernard de Mandeville, 
James Steuart

France

Jean Bodin, 
Antoine de 
Monchrestien, 
J.-B. Colbert

Italy

Bernardo 
Davanzati, 
Giovani Botero, 
Antonio Serra, 
Antonio Genovesi, 
Pietro Verri
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The English Bullionists
John Hales, ?-1571
Sir Thomas Culpeper, Sr.
Sir Thomas Culpeper, Jr.
Gerard de Malynes, c.1586-1641.

“Traditional” Mercantilists: 
The Company men
John Wheeler, c.1553-1611.
Edward Misselden, 1608-1654. 
Thomas Mun, 1571-1641. 

The Government Men
John Locke, 1632-1704.

The Arithmeticians
Sir William Petty, 1623-1687
John Graunt, 1620-1674 
Gregory King, 1648-1712.
Charles D'Avenant, 1656-1714. 
William Fleetwood, 1656-1723

“Liberal” English Mercantilists
Sir Josiah Child, 1630-1699. 
Sir Dudley North, 1641-1691.
Nicholas Barbon, 1637-1698?
Roger Coke, ?-1704? 
Bernard de Mandeville, 1670-1733.
Josiah Tucker, 1712-1799

Scottish Mercantilists
John Law, 1671-1729. 
Sir James D. Steuart, 1713-1780

French Colbertisme
Jean Bodin, 1530-1596.
Antoine de Montchrétien, 1575-1621.
Jean Baptiste Colbert, 1619-1683.
François Véron de Forbonnais and the 
18th Century Neo-Colbertistes

German Cameralism 
Veit Ludwig von Seckendorff, 1626-1692.
Johann Joachim Becher, 1625-1685.
Philip Wilhelm von Hornick, 1638-1712.
The Neo-Cameralists (Justi, Sonnenfels)



1581 1622

“John Hales” 
Thomas Mun 
Edward Misselden 
Gerrard de Malynes 
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• Saint George for England, allegorically described, 1601. 
• A Treatise on the Canker of England's Commonwealth, divided into three parts; wherein the author, 

imitating the rule of phisitions, first, declareth the disease; secondarily, sheweth the efficient cause 
thereof; lastly, a remedy for the same, 1601. 

• England's View on the unmasking of two Paradoxes, with a replication unto the answer of Maister
Iohn Bodine, 1603

• Consuetudo vel Lex Mercatoria or the Ancient Law- Merchant, Divided into three parts; according to 
the essentiall parts of Trafficke,  Necessarie for all statesmen, iudges, magistrates, temporall and ciuile
lawyers, mint-men, merchants, marriners, and all others negotiating in all places of the world, 1622. 

• The Maintenance of Free Trade, according to the three essentiall parts of traffique, namely, 
commodities, moneys and exchange of moneys, by bills of exchanges for other countries, or an Answer 
to a treatise of Free Trade or the menes to make trade flourish lately published, 1622. 

• The Centre of the Circle of Commerce.  Or a refutation of a Treatise intituled The Circle of Commerce, 
or the Ballance of Trade, lately published by E.M., 1623.

Gerard de Malynes, fl.1586-1641
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Gerard de Malynes
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Gerard de Malynes
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Gerard de Malynes
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Gerard de Malynes
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Edward Misselden 
1608-1654
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Thomas Mun
1571-1641
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Charles D'Avenant, 
1656-1714
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Sir Dudley North 
(1641-1691)
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Sir Dudley North 
(1641-1691)
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Sir Josiah Child
(c. 1630–1699) 
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Sir Josiah Child
(c. 1630–1699) 



56NJ Theocarakis UoA Mercantilism



57NJ Theocarakis UoA Mercantilism



58NJ Theocarakis UoA Mercantilism

John Locke
(1632-1704)
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Jean Bodin, 
1530-1596. 

Jean Baptiste Colbert, 
1619-1683.

Antoine de Montchretien, 
Sieur de Vatteville, 1575-1621

French mercantilism
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Jean Bodin (c. 1530 – 1596)
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Jean Baptiste Colbert 
1619-1683

As for foreign trade:
It is certain that except for a few ships from Marseilles that go to the Levant [the eastern 
Mediterranean], maritime trade in the kingdom does not exist, to the point that for the French West 
Indies one-hundred-fifty Dutch vessels take care of all the trade, carry there the foodstuffs that grow in 
Germany and the goods manufactured by themselves, and carry back sugar, tobacco, dyestuffs, which 
they [the Dutch] take home, where they pay customs duty on entry, have [the commodities] processed, 
pay export duties, and bring them back to us; and 'the value of these goods amounts to two million livres 
every year, in return for which they take away what they need of our manufactures. Instead, if we ran 
our own West Indies trade, they would be obliged to bring us these two million in hard cash.
Having summarized the condition of domestic and foreign trade, it will perhaps not be inappropriate to 
say a few words about the advantages of trade.
I believe everyone will easily agree to this principle, that only the abundance of money in a State makes 
the difference in its greatness and power.

***
Aside from the advantages that the entry of a greater quantity of cash into the kingdom will produce, it is 
certain that, thanks to the manufactures, a million people who now languish in idleness will be able to 
earn a living. An equally considerable number will earn their living by navigation and in the seaports.
The almost infinite increase in the number of [French] ships will multiply to the same degree the 
greatness and power of the State.
These, in my opinion, are the goals that should be the aim of the King's efforts and of his goodness and 
love for his people.
The means proposed for reaching these goals are:

To make His Majesty's resolution known to all by a decree of the Council ton Commerce] meeting in the 
presence of His Majesty, publicized by circular letters.

***
To revive all the regulations in the kingdom for the re-establishment of manufactures.
To examine all import and export duties, and exempt raw materials and [domestic] manufactures ....
Annually to spend a considerable sum for the re-establishment of manufactures and for the good of 
trade, according to resolutions that will be taken in Council.
Similarly for navigation, to pay rewards to all those persons who buy or build new ships or who 
undertake long-distance voyages.

Memorandum on 
Trade to Louis XIV, 
1664



Veit Ludwig von Seckendorff, 1626-1692. 
-The German Princes‘ States, 1655. 
-The Christian State, 1688. 

Johann Joachim Becher, 
1635-1682
Political Discourse of the 
actual causes of the rise
and fall of cities, countries 
and republics, 1668. 



Philip Wilhelm von Hornick, 1638-1712. 
Austria above all, if only she has the will 
1684. 



Bernardo Davanzati
(1529–1606)

Giovani Botero 
(c.1544-1617)
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Sir William Petty (1623-1687) 
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Sir William Petty
by Isaac Fuller
oil on canvas, circa 
1651, NPG
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A Treatise of Taxes and Contributions (1662)
Political Arithmetick (ca. 1676, pub. 1690)
Verbum Sapienti (1664, pub. 1691)
Political Anatomy of Ireland (1672, pub. 1691)
Quantulumcunque Concerning Money (1682, pub. 
1695)
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End of Lecture
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Objectives of this lecture

To briefly describe the transition from mercantilism 
to classical political economy

To show the influence of French political economy 
on classical political economy

To analyse the theories of the economists who 
preceded the Physiocrats

To analyse the Physiocratic School
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Contents

• Pierre le Pesant, Sieur de Boisguilbert

• Sébastien le Prestre, Seigneur de Vauban

• John Law

• Richard Cantillon

• Daniel Bernoulli
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Contents
• Physiocrats

• François Quesnay (Tableau économique)

• Victor de Riqueti, Marquis de Mirabeau

• Pierre Samuel DuPont de Nemours 

• Paul Pierre le Mercier de la Rivière, Abbé Nicolas 
Baudeau, Guillaume-François Le Trosne.

• Jacques Turgot
• Anti-Physiocrats

• Ferdinando Galiani

• Voltaire
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Pierre le Pesant, Sieur de Boisguilbert,
1646–1714: France between 17th and 18th c.
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Pierre le Pesant, Sieur de Boisguilbert

1706
1697-1707



1704



1707
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200 professions that make a civilized and 
opulent State



Equilibrium
Laissez-faire
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Equilibrium unique guarantee of the general opulence
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Sébastien le Prestre, Seigneur de Vauban, 1633-1707
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John Law (1671–1729)

John Law attributed to Alexis Simon Belle
oil on canvas, circa 1715-1720, 813 mm x 635 mm, 
oval, NPG 191

John Law, by Casimir Balthazar
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John Law (1671–1729)
• May 1716, John Law, Controller General of Finances of France under the Duke of 

Orléans
• Creation of the Banque Générale Privée (paper money).  It was a private bank, but 

three-quarters of the capital consisted of government bills and government-accepted 
notes. 

• August 1717, Law bought the Mississippi Company to help the French colony in 
Louisiana. In the same year Law conceived a joint-stock trading company called the 
Compagnie d'Occident. Law was named the Chief Director of this new company, 
which was granted a trade monopoly of the West Indies and North America by the 
French government.

• The company was involved in the Atlantic slave trade, importing African slaves to 
points as far North as modern Illinois along the Mississippi River.

• The bank became the Banque Royale in 1718, meaning the notes were guaranteed by 
the king, Louis XV of France. 

• The Mississippi Company absorbed the Compagnie des Indes Orientales, the 
Compagnie de Chine, and other rival trading companies and became the Compagnie 
Perpétuelle des Indes in May 1719 with a monopoly of French commerce on all the 
seas. Simultaneously, the bank began issuing more notes than it could represent in 
coinage; this led to a currency devaluation, which was eventually followed by a bank 
run when the value of the new paper currency was halved.

• 1720 Collapse
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John Law (1671–1729)

https://www.chicagofed.org/publications/working-papers/2003/2003-31

https://www.chicagofed.org/publications/working-papers/2003/2003-31
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John Law (1671–1729)
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John Law (1671–1729)
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John Law (1671–1729)

Matthaeus Seutter, Accurata
delineatio celeberrimæ regionis
Ludovicianæ vel Gallice Louisiane
ot. Canadæ et Floridæ
adpellatione in Septemtrionali
America descriptæ quæ hodie
nomine fluminis Mississippi vel St. 
Louis, 1734.
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John Law (1671–1729)
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https://www.nfb.ca/film/john_law_and_the_mississippi_bubble/

https://www.nfb.ca/film/john_law_and_the_mississippi_bubble/
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Tulip Mania in Holland 1633-1637
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South Sea Bubble 1720

Emblematical Print on the South Sea Scheme, 
William Hogarth 1721

The South Sea Company was a British joint stock
company founded in 1711. It was granted a
monopoly to trade with Spain's South American
colonies as part of a treaty during the War of
Spanish Succession, in return for the company's
assumption of the national debt run up by
England during the war. Speculation in the
company's stock led to a great economic bubble
in 1720, with company's shares rising rapidly in
price from around £100 to over £1,000. Many
investors were ruined when the bubble burst and
the value of stock in the South Sea Company
crashed. Political scandal ensued when fraud
among the company's directors and corruption of
cabinet ministers became clear.
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John Law (1671–1729)
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John Law (1671–1729)
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Richard Cantillon (?1680–1734)

Portrait of Woman in Source 
(Madame Richard Cantillon, 
née Mary Anne O’ Mahony) 

Painting by Nicolas de Largillière 
(1656-1746) 18th century Tours, 
Musée des Beaux Arts)
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Richard Cantillon (?1680–1734)
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Richard Cantillon (?1680–1734)
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Richard Cantillon (?1680–1734)
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Richard Cantillon (?1680–1734)
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Essay on the nature of trade in general / Richard Cantillon; translated, edited, and with an introduction by 
Antoin E. Murphy, Liberty Fund 2015 https://oll.libertyfund.org/titles/essay-on-the-nature-of-trade-in-
general-lf-ed

https://oll.libertyfund.org/titles/essay-on-the-nature-of-trade-in-general-lf-ed
https://oll.libertyfund.org/titles/essay-on-the-nature-of-trade-in-general-lf-ed
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Entrepreneur=undertaker
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Daniel Bernoulli (1700-1782)
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Daniel Bernoulli (1700-1782)

1
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St. Petersbourg’s paradox
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Physiocracy
Price of grain controlled by 
the authorities. Prohibition 
of export

Tax collection 
by fermiers 
généraux

Cost of production: high

Taxes
Tax exemption
Need to pay for:

Wars 
Versailles
Subsidies to 
industry



39From mercantilism to classical political economy

Physiocracy

Physiocrats < φύσις (nature) + κράτος (rule)
Les économistes 

Emphasis on agriculture

Tableau économique
Produit net
Impôt unique
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François Quesnay (1694–1774)
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François Quesnay (1694–1774)

Madame de Pompadour
(1721-1764)

Louis XV
(1710-1774)
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François Quesnay (1694–1774)
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François Quesnay (1694–1774)
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François Quesnay (1694–1774)

Tableau Oeconomique
1758
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Karl Marx’s Simple Reproduction Schema
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Wassily Leontief (1906–1999)
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Victor de Riqueti, Marquis de Mirabeau (1715-1789)
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Victor de Riqueti, Marquis de Mirabeau (1715-1789)

Different versions of the Tableau Oeconomique
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Pierre Samuel DuPont de Nemours (1739-1817)

Pierre-Samuel du Pont, 
engraving by L.-J. Cathelin, 

after a portrait by J. Ducreux
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Abbé Nicolas Baudeau (1730-1792)
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Abbé Nicolas Baudeau (1730-1792)
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Paul Pierre le Mercier de la Rivière (1720-1794)
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Guillaume François Le Trosne (1728-1780)



58From mercantilism to classical political economy

Anne-Robert-Jacques Turgot (1727-1781)

« Étymologie », 
« Existence », 
« Expansibilité », 
« Foire », 
« Fondation », 
Encyclopédie 1757
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Anne-Robert-Jacques Turgot (1727-1781)
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Anne-Robert-Jacques Turgot (1727-1781)

1767
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Ferdinando Galiani (1728-1787)
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Ferdinando Galiani (1728-1787)
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Ferdinando Galiani (1728-1787)
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Ferdinando Galiani (1728-1787)



65From mercantilism to classical political economy

Ferdinando Galiani (1728-1787)
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Ferdinando Galiani (1728-1787)
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Ferdinando Galiani (1728-1787)
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François Arouet (Voltaire)  (1694 – 1778)
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End of Lecture
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Adam Smith 
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Objectives of this lecture

• Explain the birth of classical political economy

• Show the influence of the Scottish Enlightenment on 
Adam Smith

• To analyze Adam Smith's theories through his works 
and in particular
– The analysis of the division of labour

– The labour theory of value

– The invisible hand
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Contents
• Scottish Enlightenment
• Adam Smith
• Biography
• Works

• Theory of Moral Sentiments
• The Wealth of Nations

• The analysis of the division of labour

• The labour theory of value

• The invisible hand

• Non intended consequences
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Scottish Enlightenment
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Scottish Enlightenment

Robert Simson
(1687 –1768)
Professor of 

Mathematics at the 
University of Glasgow

(Teacher of Adam 
Smith)

Gershom 
Carmichael 
(1672-1729)

First professor of 
Moral Philosophy at 

the University of 
Glasgow

Francis Hutcheson 
(1694-1746)

Professor of Moral 
Philosophy at the 

University of Glasgow
(Teacher of Adam 

Smith)
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Scottish Enlightenment

Colin Maclaurin
(1698-1746)

Professor of Mathematics
University of Edinburgh

Henry Home, Lord 
Kames (1696-1782)
Philosopher, judge, 
central figure of the 
Scottish Enlightenment

Thomas Reid 
(1710-1796)

Philosopher, succeeded 
Smith at Glasgow 

University
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Scottish Enlightenment

James Burnett, 
Lord Monboddo

(1714 –1796)
Judge, linguist, philosopher

William Robertson 
(1721–1793) 
Historian, 

Rector of the 
University of Edinburgh

David Hume
(1711 – 1776)
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Scottish Enlightenment

Adam Smith
(1723 –1790)

George Campbell 
(1719 –1796)
Philosopher, 

Professor of divinity

Adam Ferguson
(1723 – 1816)

Professor of Moral 
Philosophy at the University 

of Edinburgh
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Scottish Enlightenment

James Hutton
(1726-1797)

“The Father of Geology”
(Together with Black 
literary executors of 

Smith)

Joseph Black (1728-1799)
Physicist and chemist (magnesium, 
latent heat, specific heat, and carbon 
dioxide). Professor of Anatomy and 
Chemistry at the University of 
Glasgow and Professor of Medicine 
and Chemistry at the University of 
Edinburgh

James Beattie
(1735-1803)

Professor of Moral Philosophy
at Aberdeen
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Scottish Enlightenment

John Millar
(1735–1801) Philosopher, 

historian and Regius 
Professor of Civil Law at 

the University of Glasgow

James Anderson 
(1739-1808)

Agronomist and economist
An Enquiry into the Nature of 

the Corn Laws, (1777)

James Watt 
(1738-1819)

Inventor and 
engineer
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Scottish Enlightenment

Dugald Stewart 
(1753 –1828)

Philosopher and 
mathematician

Biographer of Adam Smith
Succeeded Adam Ferguson

Robert Burns 
(1759-1796)

National poet of Scotland

James Boswell 
(1740-1795) 

The Life of Samuel 
Johnson, LL.D. (1791)
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Scottish Enlightenment

Francis Hutcheson 
(1694-1746)

Professor of Moral 
Philosophy at the 

University of Glasgow
(Teacher of Adam Smith)

(1726)
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Scottish Enlightenment

Influenced by AristotleBenevolence drives human behaviour, and we 
achieve our best interest without seeking it
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Scottish Enlightenment

Adam Ferguson
(1723 – 1816)

Professor of Moral 
Philosophy at the 

University of 
Edinburgh
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Scottish Enlightenment

David Hume
(1711 – 1776)
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Scottish Enlightenment
A Treatise of Human Nature: Being an Attempt to 
introduce the experimental Method of Reasoning into 
Moral Subjects. (1739–40)
Essays Moral and Political (1741–2) 
An Enquiry Concerning Human Understanding (1748
An Enquiry Concerning the Principles of Morals (1751) 
Political Discourses (1752). 
The History of England (1754–62) 
The Natural History of Religion (1757)
"My Own Life" (1776) published by Adam Smith 
Dialogues Concerning Natural Religion (1779)

David Hume
(1711 – 1776)
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Scottish Enlightenment

David Hume
(1711 – 1776)
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Scottish Enlightenment



19NJ Theocarakis UoA. Classical Political Economy: Adam Smith

Scottish Enlightenment

Price–specie flow mechanism
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Sir James Steuart (1713-1780)

• Last representative of 
mercantilism

• Active intervention of the 
state

• Correlation between 
population and food

• Protection of industry
• Role of demand in 

'macroeconomic' 
equilibrium

• Supply and demand
• Profit upon alienation
• Demand for domestic 

luxury goods beneficial
• Labour and demand 

equilibrium
• There are no general 

rules
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Adam Smith (1723-1790)

by James Tassie
glass paste 

medallion, 1787by Mackenzie, after 
James Tassie

stipple engraving, 
published 1809

by John Kay
etching, 1790
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Adam Smith (1723-1790)

The Muir portrait
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

A crowd gather to watch the unveiling of a 10ft bronze statue of Adam Smith at the Royal
Mile on July 4, 2008, in Edinburgh, Scotland. The statue, created by Alexander Stoddart,
was unveiled in the heart of Edinburgh where Smith worked and died.
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

• Biography

Born in Kirkcaldy, 
County Fife, Scotland

Smith’s mother
Margaret Douglas of Strathendry

• His father died when he 
was two months old, and 
he grew up with his 
mother.

• Studied at Glasgow 
University at the age of 14.

• 1740 Snell exhibitioner, 
Balliol College, Oxford.
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Adam Smith (1723-1790)

Glasgow University Balliol College, Oxford
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Adam Smith (1723-1790)
• 1748 Public lectures at the University of Edinburgh “Rhetoric and 

belles-lettres”
• 1750  meets David Hume
• 1751  Professor of Logic at the University of Glasgow
• 1752  Member of the Philosophical Society of Edinburgh and 

Professor of Moral Philosophy at the University of Glasgow
• 1759  Publishes The Theory of Moral Sentiments
• 1762  Awarded Doctor of Laws (LL.D.)
• 1763  Leaves university to accompany Henry Scott, Duke of 

Buccleuch [stepson of Charles Townshend] on the Grand Tour
• Toulouse [WoN]-Geneva [Voltaire]-Paris [Benjamin Franklin, 

Jacques Turgot, Jean D'Alembert, André Morellet, Helvétius, 
François Quesnay]

• 1766  Henry Scott's young brother dies in Paris, and they return to 
Scotland.
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Adam Smith (1723-1790)

• Professors of Moral Philosophy [Glasgow]
– Gershom Carmichael MA (1727)

– Francis Hutcheson MA LLD (1730)

– Thomas Craigie MA (1746)

– Adam Smith MA LLD (1752)

– Thomas Reid MA DD (1764)
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Adam Smith (1723-1790)

Charles 
Townshend 
(1725 –1767) 

Thomas Gainsborough:
Henry Scott (1746-1812), 
3rd Duke of Buccleuch

Voltaire 
(1694-1778)
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Adam Smith (1723-1790)

André Morellet 
(1727 –1819)

Benjamin Franklin
(1706 - 1790)

Jean Le Rond d'Alembert 
(1717-1783)
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Adam Smith (1723-1790)

Claude Adrien Helvétius 
(1715–1771)

Jacques Turgot 
(1727-1781)

François Quesnay 
(1694–1774)
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Adam Smith (1723-1790)
• 1766 Returns to Kirkcaldy and devotes the next ten years to writing the Wealth 

of Nations

• 1773 Fellow of the Royal Society of London

• 1776 Publishes An Inquiry into the Nature and Causes of the Wealth of Nations

• 1778 Appointed Commissioner of Customs in Scotland and lives with his mother 
in Edinburgh

• 1787-9 Lord Rector of the University of Glasgow

• 1790 Dies in Edinburgh
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Adam Smith (1723-1790)

The Theory of Moral 
Sentiments 

1759

The Theory of Moral Sentiments was published 
in 1759 when Smith was a professor in Glasgow. 
A second revised edition was published in 1761. 
Three other editions with minor changes 
appeared in 1767, 1774 and 1781. A significantly 
revised edition was published shortly before 
Smith's death in 1790.

Adam Smith, Η θεωρία των 
ηθικών συναισθημάτων, 
μετάφραση-επιμέλεια: 
Διονύσης Γ. Δρόσος, επιμέλεια 
σειράς: Μιχάλης 
Ψαλιδόπουλος, 
Εκδόσεις Παπαζήση, 2012
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

Sociability
• Hugo Grotius
• Thomas Hobbes
• Samuel Pufendorf
• Gershom Carmichael
• Francis Hutchison
• Christian Thomasius
• John Locke
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Adam Smith (1723-1790)

Das Adam Smith Problem

Is there a difference between the 
Theory of Moral Sentiments and 
the Wealth of Nations?
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

Δημήτριος 
Καλιτσουνάκης 

Εστία, 1948

Δημήτριος Καλιτσουνάκης
(δημοτική)

Παπαζήση, 1999
Ευρωεκδοτική, 1991

Mετάφραση: Χρήστος Βαλλιάνος
επιμέλεια: Γιάννης Μηλιός
Ελληνικά Γράμματα, 2000

http://www.pyxida.aueb.gr/index.php?op=view_object&object_id=4677

http://www.pyxida.aueb.gr/index.php?op=view_object&object_id=4677
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Adam Smith (1723-1790)

2018
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Adam Smith (1723-1790)

Adam Smith, «Περί της διαφορετικής 
πορείας εξέλιξης της ολβιότητας σε 
διαφορετικά έθνη» (Βιβλίο ΙΙΙ), στο 
Ηλίας Γεωργαντάς & Θανάσης 
Γκιούρας (επιμ.) Χώρος, πόλη και 
εξουσία στη νεωτερικότητα, Ίδρυμα 
Σάκη Καράγιωργα,  Σαββάλας, Αθήνα, 
2010
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Adam Smith (1723-1790)
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Υ = National income
π = Productivity of labour
L = Labour
Ν = Population

Υ = πL
Y/N = π L/N
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Smith explains the division of labour using the example of a factory that 
manufactures pins. In this factory, manufacturing is subdivided into 18 
separate processes, thus increasing the productivity of labour.

10 persons = 4800 pins
1 person =   20 pins
Χ 240 increase in productivity



Pictures of a craft shop making pins in the 
time of Adam Smith. From Diderot's 
Encyclopédie, under the entry “Épinglier” 
(pin maker). Some claim that Smith inspired 
the example of the pins from the 
Encyclopédie.

https://artflsrv04.uchicago.edu/philologic4.7/encyclopedie0922/navigate/21/9

https://artflsrv04.uchicago.edu/philologic4.7/encyclopedie0922/navigate/21/9
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)
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Labour Theory of value



Benozzo di Lese di Sandro, dit GOZZOLI
Florence, vers 1420/1422 - Pistoia, 1497

Le Triomphe de Saint Thomas d'Aquin 
Vers 1470 - 1475 
H. : 2,30 m. ; L. : 1,02 m.

R. L. Meek, (1973) Studies in the Labour Theory of Value, 
Lawrence and Wishart, London, Second edition







Hugo Grotius 
(1583 – 1645)

1625

laborum & 
expensarum



Samuel Pufendorf 
(1632-1694)

On the Duty of Man and Citizen According to 
Natural Law 1673

laborum & 
expensarum as 
“Trouble and 
Charges”



Thomas Hobbes 
(1588-1679) 

there are two things necessary
to the enriching of Subjects, 
Labour and thrift (labor & 
parsimonia)

Elementa philosophica de cive

Philosophical Rudiments 
concerning Government and 
Society

1642

Leviathan 1659



John Locke (1632 –1704)



Sir William Petty
1623-1687





Josiah Tucker (1713-1799)
Elements of Commerce 

1755



Benjamin Franklin 
(1706-1790)



Ferdinando Galiani
(1728-1787)

Della moneta (1751)

fatica
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Wages + profits + land rent
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The invisible hand TMS

WN

Non intended consequences 
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The invisible hand and the role of self-interest
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The invisible hand and the role of self-interest

Bernard de Mandeville 
(1670 –1733)



97NJ Theocarakis UoA. Classical Political Economy: Adam Smith

The invisible hand and the role of self-interest
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The negative effects 
of the division of 
labour and the role 
of education

MODERN TIMES, United 
Artists, 1936. Directed by 

Charlie Chaplin
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The system of 
natural liberty

The role of 
government
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The four maxims of taxation: 
• Proportionality
• Certainty
• Convenience
• Expediency
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End of Lecture



MPhil (Econ.) & MSc (Political Economy)
Dept. of  Economics
National and Kapodistrian University of  Athens

Lecture 6: Classical Political Economy: 
Malthus and Ricardo

Nicholas J. Theocharakis
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Objectives of Lecture

• Analyze the works of thinkers from Smith to 
Malthus and Ricardo

• Explain the theories of Malthus, especially the 
theory of population, value and excess supply

• Analyse the theories of Ricardo and in particular

• differential rent

• labour theory of value

• comparative advantage

• Ricardian equivalence
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Contents
• Jean-Baptiste Say * Condorcet * William Godwin
• Thomas Robert Malthus 

• Essay on Population
• Principles of Political Economy
• Theory of value * Theory of gluts 

• David Ricardo
• Essay on Profits (Differential rent and theory of 

value)
• Principles of Political Economy and Taxation 

• Labour theory of value
• Comparative advantage
• Ricardian equivalence
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Jean-Baptiste Say (1767-1832)

Jean-Baptiste Say 
Gravure de Godefroi Engelmann, d'après un dessin 

d'Achille Devéria (Bibliothèque nationale de France)
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Jean-Baptiste Say (1767-1832)
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Jean-Baptiste Say (1767-1832)

1st edition 1815
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Jean-Baptiste Say (1767-1832)
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Jean-Baptiste Say (1767-1832)
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Jean-Baptiste Say (1767-1832)

• The harmony of markets.
• There is no case of generalized 

oversupply
• Say's Law: “Supply creates its 

demand”

6th edition 1841
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Nicolas de Condorcet (1743-1794)

Marie Jean Antoine Nicolas de 
Caritat, Marquis de Condorcet
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Nicolas de Condorcet (1743-1794)
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Nicolas de Condorcet (1743-1794)

Condorcet Paradox Arrow Paradox 
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Nicolas de Condorcet (1743-1794)
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Nicolas de Condorcet (1743-1794)
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Nicolas de Condorcet (1743-1794)
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William Godwin (1756–1836)

William Godwin 
by Henry William Pickersgill

One of the first theorists of anarchism
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William Godwin (1756–1836)

Mary Wollstonecraft (1759–1797)
John Opie, National Portrait Gallery

One of the first “feminists", 
partner of Godwin
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William Godwin (1756–1836)

Mary Shelley 
(1797-1851) 
by Richard Rothwell, 

oil on canvas, 1840, NPG

Percy Bysshe Shelley 
(1792-1822)

by Amelia Curran
oil on canvas, 1819, NPGDaughter of Wollstonecraft 

and Godwin, author of 
Frankenstein

One of the greatest English 
Romantic poets
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William Godwin (1756–1836)
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William Godwin (1756–1836)

Perfectibility: People's fate can be made better if institutions change
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Thomas Robert Malthus (1766-1834)
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Thomas Robert Malthus (1766-1834)

by John Linnell, mezzotint, 1834, NPG
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Thomas Robert Malthus (1766-1834)

An essay on the principle of 
population: by T.R. Malthus ; 
selected and introduced by 
Donald Winch, Cambridge UP, 
1992
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Thomas Robert Malthus (1766-1834)



25NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

Geoffrey M. Hodgson, “MALTHUS, Thomas Robert (1766-1834)”, Biographical Dictionary of British 
Economists, edited by Donald Rutherford (Bristol: Thoemmes Continuum), 2004.
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Thomas Robert Malthus (1766-1834)

Theory of population
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Thomas Robert Malthus (1766-1834)

Essay on the Principle of Population
1st anonymous edition, 1798

2nd “very much enlarged” edition, 1803. 
Four more editions followed with minor 
changes, the last one (6th) in 1826
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Thomas Robert Malthus (1766-1834)

Θεωρία περί πληθυσμοῦ / T. R. Malthus. 
Mετάφρασις Γ. Δ. Ἀνδρουλιδάκη, εἰσαγωγή Δ. 
Καλιτσουνάκη. Ἀθῆναι : Εκδότης Αργύρης 
Παπαζήσης, 1940
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Thomas Robert Malthus (1766-1834)

The reformers are wrong: Human destiny 
cannot be improved. The present order of 
things is imposed by nature.
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Thomas Robert Malthus (1766-1834)

Food increases by arithmetic progression, 
the population, if unchecked, by geometric 
progression. So, there is not enough food for 
everyone.

0
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Population and Food

Population Food
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Thomas Robert Malthus (1766-1834)

This appalling text on the "feast 
of nature" appeared in the second 
edition of the Essay in 1803 but 
was eliminated from subsequent 
editions.



32NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Thomas Robert Malthus (1766-1834)

Darwin is 
influenced by 
Malthus in 
writing the 
Origin of 
Species
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Thomas Robert Malthus (1766-1834)

No matter what we do - even give 
money to the unfortunate poor -
nature does not allow everyone to eat.
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Thomas Robert Malthus (1766-1834)

Moral self-restraint [i.e., marriage at 
an older age], vice [including 
contraception] and misery ultimately 
limit population growth.
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Thomas Robert Malthus (1766-1834)

Either you wise up or we'll make sure 
the Grim Reaper gets you
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Thomas Robert Malthus (1766-1834)

Vice, i.e., non-reproductive 
intercourse, is morally unacceptable.

Welfare for the needy is a dead end.  
It increases their numbers and 
deprives food from those who truly 
deserve it.
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Thomas Robert Malthus (1766-1834)

If you draw a blank in the lottery of life 
you must suffer from want. Your bosses 
will feed you only if you work hard.
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Thomas Robert Malthus (1766-1834)

You must owe a debt of gratitude to 
the possessors. Private property and 
self-interest are responsible for 
civilization.
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Thomas Robert Malthus (1766-1834)

After all, life is a blessing, and 
you should thank God that you 
live even with so much misery.
Given the limitations of nature, 
the unfortunate of this life should 
be happy.
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Thomas Robert Malthus (1766-1834)

Theory of value
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Thomas Robert Malthus (1766-1834)

Principles of Political Economy (1820),  2nd posthumous edition 1836
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Thomas Robert Malthus (1766-1834)
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Thomas Robert Malthus (1766-1834)
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Thomas Robert Malthus (1766-1834)

Theory of Gluts
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Thomas Robert Malthus (1766-1834)

Economic crises in England after the Napoleonic Wars.
Labour unrest
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Thomas Robert Malthus (1766-1834)

Peterloo Massacre 
Manchester 1819

Richard Carlile (1790–1843) 
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Thomas Robert Malthus (1766-1834)

The Role of Effectual 
demand
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Thomas Robert Malthus (1766-1834)

Rejection of the 
Say's Law
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Thomas Robert Malthus (1766-1834)

Productive workers 
cannot create sufficient 
effective demand

Non-productive spending by the aristocrats is necessary to 
create effective demand.

Letter from Malthus to Ricardo (1821)
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Thomas Robert Malthus (1766-1834)
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David Ricardo (1772-1823)
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David Ricardo (1772-1823)

David Ricardo
by Thomas Phillips
oil on canvas, circa 1821, NPG

He was born in London in 1772, the third child of 17 of 
a Sephardic family of Portuguese descent who had 
moved to Holland and had recently emigrated to 
England. His father was a stockbroker and David 
Ricardo worked in his father's business from the age of 
14.  At 21 he married a Christian woman and became 
estranged from his family.  
He begins a successful career as a stockbroker and 
after the Battle of Waterloo he manipulates the market 
and makes a large fortune. This allows him at 41 to 
retire from business and buy Gatcombe Park, 
Gloucestershire.  He “purchases” a parliamentary seat 
in the Irish constituency of Portarlington and 
participates in the debates of the British Parliament. 
He dies young of an ear infection.  He was a personal 
friend but theoretical opponent of Malthus.



53NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

Published Works of David Ricardo

1. The High Price of Bullion, A Proof of the Depreciation of Bank Notes (London, John Murray, 1810; corrected, 1810; enlarged, 
1810; enlarged again, 1811).

2. Observations on some Passages in an Article in the Edinburgh Review, on the Depreciation of the Paper Currency; also 
Suggestions for securing to the Public a Currency as Invariable as Gold, with a very moderate Supply of that Metal, Being an 
Appendix to the Fourth edition of “High Price of Bullion, etc.” (London, John Murray, William Blackwood & M.N. Mahon, 1811).

3. Reply to Mr. Bosanquet's Practical Observation on the Report of the Bullion Committee (London, John Murray, William 
Blackwood & M.N. Mahon, 1811).

4. An Essay on the Influence of a low Price of Corn on the Profits of Stock; showing the inexpediency of Restrictions on Importation; 
with remarks on Mr. Malthus' two last Publications: “An Inquiry into the Nature and Progress of Rent;” and “The Grounds for an 
Opinion on the Policy of restricting the Importation of Foreign Corn” (London, John Murray, 1815).

5. Proposals for an Economical and Secure Currency; with Observations on the profits of the Bank of England, as they regard the 
Public and the Proprietors of Bank Stock (London, John Murray, 1816).

6. On the Principles of Political Economy and Taxation (London, John Murray, 1817, 2nd edition 1819, 3rd 1821).
7. “Funding System”, An article in the Supplement to the Fourth, Fifth and Sixth Editions of the Encyclopaedia Britannica, 1820
8. On Protection in Agriculture (London, John Murray, 1822).
9. Mr. Ricardo's Speech on Mr. Western's Motion, for a Committee to consider the Effects produced by the Resumption of Cash 

payments, delivered on the 12th of June, 1822. (London, G. Harvey, 1822).
10. Plan for the Establishment of a National Bank (London, John Murray, 1824); published as an appendix to A National Bank the 

Remedy for the Evils attendant upon our Present System of Paper Currency by Samuel Richardson (London, Pelham Richardson, 
1838).

11. The Works of David Ricardo, Esq., M.P. With a Notice of the Live and Writings of the Author, by J.R. McCulloch, (London, John 
Murray, 1826).

12. The Works and Correspondence of David Ricardo, 11 volumes, edited by Piero Sraffa with the collaboration of M.H. Dobb, 
(Cambridge, Cambridge University Press for the Royal Economic Society, 1951-1973).
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David Ricardo (1772-1823)
The now classic edition of Ricardo's works is by Piero Sraffa in collaboration 
with Maurice H. Dobb, The Works and Correspondence of David Ricardo, 
published by Cambridge University Press for the Royal Economic Society 
(1951-1973)

Vol.  1 Principles of Political Economy and Taxation
Vol.  2 Notes on Malthus
Vol.  3 Pamphlets and Papers 1809–1811
Vol.  4 Pamphlets and Papers 1815–1823
Vol.  5 Speeches and Evidence
Vol.  6 Letters 1810–1815
Vol.  7 Letters 1816–1818
Vol.  8 Letters 1819 – June 1821
Vol.  9 Letters 1821–1823
Vol. 10 Biographical Miscellany
Vol. 11 General Index

Piero Sraffa (1898-1983)

Maurice Dobb 
(1900-1976)
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David Ricardo (1772-1823)

Differential rent

Essay on Profits, 1815
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David Ricardo (1772-1823)

Essay on Profits, 1815

Differential rent and 
the first attempt at a 
theory of value

Three other 
publications on 
the same subject 
in the same year
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David Ricardo (1772-1823)

T.R. Malthus Robert Torrens Edward West
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David Ricardo (1772-1823)
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David Ricardo (1772-1823)
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David Ricardo (1772-1823)

Luigi Pasinetti, 1960. “A mathematical formulation of the Ricardian 
system”, Review of Economic Studies, 27: 78–98
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David Ricardo (1772-1823)

As the amount of land under 
cultivation increases, the rate 
of profit decreases.  After L* 
there is no profit
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David Ricardo (1772-1823)

Opposition to the Corn Laws (1815-1846) 
which prevented the importation of grain 
from abroad, benefited landowners and 
increased wages
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David Ricardo (1772-1823)

Ricardo’s first attempt at a labour theory of value. 

Let r, the rate of profit in agriculture, Y the product of agriculture in units of corn, L the number of 
workers in agriculture and w the wage in units of corn in all sectors. Define also l=L/Y, i.e., workers 
per unit of corn. Corn is the numeraire good, i.e., its price is equal to one. Then we have the profit 
rate in agriculture in terms of wages and labour per unit of corn as 

profit rate in agriculture 



64NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

David Ricardo (1772-1823)

Use the subscript c, to denote variables in the textile industry.  Hence, let rc, the rate of profit in the 
textile industry, Yc the product of the textile industry in units of cloth, Lc the number of workers in 
the textile industry and w the wage in units of corn in all sectors. Define also lc=Lc/Yc, i.e., workers 
per unit of cloth. Let pc be the price of a unit of cloth in terms of corn. Then we have the profit rate 
in the textile industry in terms of wages and labour per unit of cloth as 

c c c c c
c

c c

p Y wL p wlr
wL wl
− −

= =

Profit rate in the textile industry
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David Ricardo (1772-1823)

1 c c
c

c

p wlwlr r
wl wl

−−
= ⇒ =

1 1 1

1

c c c c

c c
c c

wl wlp wl wl wl
wl wl

wl lwl wlp wl
wl wl l

− −   = + = + ⇒   
   

− + = = = 
 

Since the profit rate is uniform across industries we equate the profit rates in the two sectors, and after some 
simple algebraic manipulation we derive the ratio of the prices of units of cloth and corn as the ratio of labour 
in a unit of cloth divided by the labour in a unit of corn. The trick was to derive the rate of profit in 
agriculture in physical units (corn) without the need to use the value of other wage goods.
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David Ricardo (1772-1823)

Relative prices of goods are expressed by the 
ratio of labour content per unit of good

Critique of Malthus: workers' wages do not 
consist solely of corn
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David Ricardo (1772-1823)

Ricardo's attempt at a labour theory of value in 
Principles of Political Economy and Taxation 
(1817)
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David Ricardo (1772-1823)

1817 1819 1821
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David Ricardo (1772-1823)

Sraffa edition combining all 
three editions
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David Ricardo (1772-1823)

Ελληνικές μεταφράσεις

David Ricardo, Αρχές πολιτικής 
οικονομίας και φορολογίας, 
επιμέλεια-μετάφραση Νικηφόρος 
Σταματάκης,  επιμέλεια σειράς 
Μιχάλης Ψαλιδόπουλος. Αθήνα : 
Εκδόσεις Παπαζήση, 2002.

David Ricardo, Οι αρχές της 
πολιτικής οικονομίας και της 
φορολογίας : Κεφάλαια I έως VI, 
μετάφραση Θέμις Μίνογλου. - 
Αθήνα : Κριτική, 2000.

David Ricardo, Αρχαί πολιτικής 
οικονομίας και φορολογίας,  μετάφραση 
Νικ. Π. Κωνσταντινίδη, Εισαγωγή: Δ. 
Καλιτσουνάκι, Αθήνα : Εκδόσεις 
Γκοβόστη, 1995 (1938)
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David Ricardo (1772-1823)

Utility is a 
precondition but not a 
measure of value
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David Ricardo (1772-1823)

The goods he analyses are not 
scarce goods, rare paintings or 
wines, where supply and 
demand applies, but those 
goods which can be reproduced 
by labour and which are sold in 
competitive markets.
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Salvator Mundi by Leonardo da Vinci, 
1500, via Christie’s
Estimate: POR
Realized Price: USD 450,312,500
Venue & Date: Christie’s, New 
York, 15 November 2017, Lot 9B
Known Seller: Private European 
collector
Known Buyer: Mohammed bin Salman, 
Crown Prince of Saudi Arabia

20 Dollar 1933 Double Eagle (Farouk Specimen) 
- €6,446,000
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David Ricardo (1772-1823)

Labour is the foundation of 
exchange value
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David Ricardo (1772-1823)

Works of different 
types have different 
qualities, but this is 
not a problem for the 
theory
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David Ricardo (1772-1823)

The labour that is counted is not that 
of the last stage, but also that of all the 
previous stages of production and that 
which goes into the construction of 
tools, buildings, ships, etc.
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David Ricardo (1772-1823)

The time structure of production modifies the measurement of 
the relative value of goods with the labour involved because 
profit is calculated at each stage of production
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David Ricardo (1772-1823)

Take two goods which both contain 400 units of labour but at different stages of 
production. Good Y has 300 labour units at the final stage, while good X has only 100.
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David Ricardo (1772-1823)

The labour cost wLt entered at stage t, must have a profit wLt(1+r)t, i.e., 
the cost of the machinery involving labour in earlier stages must be 

( )
1

1
T

t
t

t
wL r

=

+∑

So the price of a good should be

( ) ( )0
1

1 1
T

tX X
X t

t
P wL wL r r

=

 = + + +  
∑
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David Ricardo (1772-1823)

Thus, the relative prices of two goods cannot express the relative quantities of 
labour involved, since 

( ) ( )

( ) ( )

0
1 0

0
01

1 1

1 1

T TtX X X
t t

t tX
TT

t YY YY
tt

tt

wL wL r r L
P
P LwL wL r r

= =

==

 + + +  = ≠
 + + +  

∑ ∑

∑∑

as a pure labour theory would require.
For different w and r the relative values change
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David Ricardo (1772-1823)

If we use the numerical example of goods X and Y, then for a wage equal to 1 
euro and a profit rate of 50% the prices will be respectively

Good X Good Y
rate of profit 50% rate of profit 50%
wage 1.00 € wage 1.00 €

Period Labour Units Cost of labour Cost of capital Period Labour Units Cost of labour Cost of capital

Labour units x 
wage

Cost of labour x 
(1+r)^t

Labour units x 
wage

Cost of labour 
x (1+r)^t

1 100 100.00 € 150.00 € 1 300 300.00 € 450.00 €
2 75 75.00 € 168.75 € 2 50 50.00 € 112.50 €
3 75 75.00 € 253.13 € 3 50 50.00 € 168.75 €
4 75 75.00 € 379.69 €
5 75 75.00 € 569.53 €

Labour 
Units 400 Price 1,521.09 €

Labour 
Units 400 Price 731.25 €
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David Ricardo (1772-1823)

Whereas for a wage equal to 2 euros and a profit rate of 10% the prices 
will be respectively

Good X Good Y
rate of profit 10% rate of profit 10%
wage 2.00 € wage 2.00 €

Period Labour Units Cost of labour Cost of capital Period Labour Units Cost of labour Cost of capital

Labour units x 
wage

Cost of labour x 
(1+r)^t

Labour units x 
wage

Cost of labour 
x (1+r)^t

1 100 200.00 € 220.00 € 1 300 600.00 € 660.00 €
2 75 150.00 € 181.50 € 2 50 100.00 € 121.00 €
3 75 150.00 € 199.65 € 3 50 100.00 € 133.10 €
4 75 150.00 € 219.62 €
5 75 150.00 € 241.58 €

Labour 
Units 400 Price 1,062.34 €

Labour 
Units 400 Price 914.10 €
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David Ricardo (1772-1823)

So the relative prices are 1,522.59/731.25 in the first case and 1,062.34/914.10 
in the second, while the two goods contain the same amount of labour

rate of profit 50% 10%
wage 1.00 € 2.00 €

Price of Good X 1,522.59 € 1,062.34 €
Price of Good Y 731.25 € 914.10 €
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David Ricardo (1772-1823)
Ricardo searched for an absolute measure of value that would be invariant to 
changes in the distribution between profit and wages, looking for a good that 
would reflect the average time structure of production throughout the economy

The “solution” was given in 1960 by Piero Sraffa, however, eliminating, 
however, labour from the “labour” theory of value. 

Piero Sraffa 
(1898-1983) 1960
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David Ricardo (1772-1823)

The virtues of international 
trade: England will produce 
manufactured goods and the rest 
will produce agricultural goods. 
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David Ricardo (1772-1823)

Even if Portugal is more productive 
than England in the production of 
both wine and cloth, it is still in her 
interest to export wine and import 
cloth if she has a comparative 
advantage in wine.
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David Ricardo (1772-1823)

The criticism of the theory of comparative advantage argues that in 
the long run the terms of trade are to the detriment of agriculture, so 
a specialisation in agriculture hinders the development of a country. 
Instead, countries should protect their infant industries until they 
mature.



88NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

David Ricardo (1772-1823)

Theory of National Debt
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David Ricardo (1772-1823)

Ricardo, like most classical economists, is opposed to public borrowing to 
finance government spending. But he observed that from a purely 
theoretical point of view there is no difference whether the expenditure is 
financed through taxes, borrowing to be repaid over a certain period, or 
through bonds that will never repay the principal but will pay interest in 
perpetuity.  This analysis later became known as “Ricardian equivalence”'.

• On the Principles of Political Economy and Taxation
• [as Ε.Ε.Ε.] “Funding System”, An article in the Supplement to the Fourth, Fifth 

and Sixth Editions of the Encyclopaedia Britannica, 1820
• James Buchanan, “Barro on the Ricardian Equivalence Theorem”, Journal of 

Political Economy, 1976, 84 (2): 337-342. 
• Andrew B. Abel, “Ricardian equivalence theorem”, in J. Eatwell, M. Milgate & P. 

Newman (eds), The New Palgrave: A Dictionary of Economics, London, 
Macmillan, 1987, vol. 4: 174-179.
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David Ricardo (1772-1823)



91NJ Theocarakis UoA Classical Political Economy: Malthus & Ricardo

David Ricardo (1772-1823)
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After Ricardo
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After Ricardo

1802 1809 1824
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After Ricardo

James Mill (1773 –1836)
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After Ricardo
John Ramsay McCulloch 

(1789–1864)
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Thomas De Quincey
(1785-1859)
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Thomas De Quincey
(1785-1859)
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Ricardian Socialists

• Thomas Hodgskin (1787–1869)
• William Thompson  (1775-1833)
• John Gray (1799–1883) 
• John Bray (1809–97)

Robert Owen (1771–1858)
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MECW vol. 6, p. 138
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Thomas Hodgskin
(1787–1869)
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William Thompson
(1775-1833)
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John Gray 
(1799–1883) 
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John Francis Bray 
(1809–1897) 
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Robert Owen
(1771–1858)
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Samuel Bailey 
(1791-1870)
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Mountifort Longfield 
(1802-1884)

Richard Whately 
(1787-1863)
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Nassau William Senior 
(1790-1864)
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John Stuart Mill 
(1806 –1873)

https://oll.libertyfund.org/titles/robson-collected-works-of-john-stuart-mill-in-33-
vols

https://oll.libertyfund.org/titles/robson-collected-works-of-john-stuart-mill-in-33-vols
https://oll.libertyfund.org/titles/robson-collected-works-of-john-stuart-mill-in-33-vols
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John Stuart Mill 
(1806 –1873)



End of lecture
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Lecture 7: The critique of political 
economy: Karl Marx

Nicholas J. Theocharakis
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Objectives of the lecture

• To explain the role of Karl Marx in the critique of 
“bourgeois” political economy

• To place his economic thought in the general 
philosophical and political context of the period

• To analyse his economic writings, especially Capital
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Contents

• Biography
• Works
• Analysis of Karl Marx’s economic thought
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Karl Marx (1818-1883)
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Karl Marx (1818-1883)
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Karl Marx (1818-1883)
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Lenin in front of  the Marx-Engels 
monument in Moscow on the first 
anniversary of  the October Revolution, 
7 November 1918

Karl Marx (1818-1883)
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Karl Marx (1818-1883)

Bulgaria Romania
Hungary

China N. Korea India Mongolia

Czechoslovakia Vietnam
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Karl Marx (1818-1883)
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Eugène Delacroix:  Le 28 juillet 1830. La Liberté guidant le peuple. 
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Gustave Wappers - Episode of the September Days 1830, on the Grand Place of Brussels
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Marcin Zaleski: Taking of  the Warsaw Arsenal. 29 November 1830 – 21 October 1831
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Hippolyte Lecomte, Combat de la rue de Rohan, le 29 juillet 1830
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Suppression of the Second Canut revolt in April 1834
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Horace Vernet: On the barricades on the Rue Soufflot, Paris, 25 June 1848 
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Revolution of  1848: “Fire of  the water tower square of  the royal palace on 
February 24, 1848”, Painting by Eugene Hagnauer
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Galician slaughter (Polish: Rzeź galicyjska) by Jan Lewicki (1795–1871), 
depicting the massacre of Polish nobles by Polish peasants in Galicia in 1846.
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F. Werner, Barricade at the University on 26 May 1848 in Vienna.
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Event Sheet from the Revolutionary Days of March 1848, 18/19, March 1848, with a Barricade Scene 
from Breite Strasse, Berlin, from “Memory of the Liberation Struggle in the Fateful Night of 18-19 
March 1848”, Chalk Lithograph, coloured, printed by Winckelmann, Eigenth. v. C. Glück, 
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Otto Bache  (1839–1927)  Danish soldiers return to Copenhagen, 1849
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The Five Days of  Milan by Carlo Bossoli, 18–22 March 1848
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A photograph of  the Great Chartist Meeting on Kennington Common, London, 1848
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Paris Commune
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Paris Commune
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Paris Commune



31NJ Theocarakis UoA: The critique of Political economy: Karl  Marx

Paris Commune
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Friedrich Engels
(1820-1895)

Die heilige Familie, (mit Marx) 1845 
Grundsätze des Kommunismus, 1847 
Manifest der Kommunistischen Partei, (mit Marx) 1848 
Der deutsche Bauernkrieg. 1850 
Revolution und Konterrevolution in Deutschland. 1851 bis 1852 
Zur Wohnungsfrage. 1872 
Von der Autorität, 1872/73 
Dialektik der Natur 1873 bis 1886 
darin Anteil der Arbeit an der Menschwerdung des Affen. 1876 
Herrn Eugen Dührings Umwälzung der Wissenschaft (der „Anti-Dühring“), 1878 
Die Entwicklung des Sozialismus von der Utopie zur Wissenschaft, 1880 
Der Ursprung der Familie, des Privateigenthums und des Staats, 1884 
Ludwig Feuerbach und der Ausgang der klassischen deutschen Philosophie, 1886 
Die Rolle der Gewalt in der Geschichte. 1887 bis 1888 
Zur Kritik des sozialdemokratischen Programmentwurfs. 1891 

Friedrich Engels (1820-1895)
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Friedrich Engels
(1820-1895)
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Karl Marx (1818-1883)

Jenny von Westphalen
(1814-1881)
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Karl Marx (1818-1883)
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Karl Marx (1818-1883)
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Karl Marx (1818-1883)
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Karl Marx (1818-1883)

1867 1885 1894
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Karl Marx (1818-1883)
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Karl Marx (1818-1883)

1867 1885 1894
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Karl Marx (1818-1883)

Γ.Δ. Ζιούτος «Οι περιπέτειες του Κεφαλαίου στην Ελλάδα», Κομμουνιστική Επιθεώρηση, 
τεύχος 42, 26/9/1945. Αναδημοσίευση Εφημερίδα Συντακτών 2017, 
https://issuu.com/efsyn/docs/es20170128_marx 

Γιάννης Μηλιός «Η πρόσληψη του Κεφαλαίου στην Ελλάδα», Θέσεις,  τεύχος 139: 
Απρίλιος - Ιούνιος 2017
http://www.theseis.com/index.php?option=com_content&view=article&id=1376:categor
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Ολοκληρωμένες εκδόσεις του Κεφαλαίου στα ελληνικά

Μαρξ, Καρλ (1927-28), Το Κεφάλαιον, τόμος 1ος, μεταφράζεται από επιτροπή επιστημόνων υπό την 
διεύθυνση Α. & Δ. Πουρνάρα, Αθήνα: «Ακαδημαϊκόν» Διεθνές Βιβλιοπωλείον.

Μαρξ, Καρλ (1954-1965), Το Κεφάλαιο, τόμοι 1-3, μετάφραση και ερμηνευτικές σημειώσεις Γιάννη 
Δ. Σκουριώτη, Αθήνα: έκδοση του μεταφραστή, έκαστος τόμος σε 5.000 αντίτυπα. Τόμος 1ος: 
1954 -1957. Τόμος 2ος: 1959-1965. Τόμος 3ος: 1965.

Μαρξ, Καρλ (1954, 1956, 1963, 1976, 1979), Το Κεφάλαιο, τόμοι 1-3:
Τόμος 1ος. 1954: «Νέα Ελλάδα» (Ρουμανία), μετάφραση Ελλήνων γλωσσομαθών του 

εξωτερικού, θεώρηση - επιμέλεια ειδικών οικονομολόγων και κοινωνιολόγων, 5.000 αντίτυπα. 
Ανατύπωση 1963 σε δύο ημιτόμους, μετάφραση Ελλήνων γλωσσομαθών του εξωτερικού, 
θεώρηση - επιμέλεια ειδικών οικονομολόγων και κοινωνιολόγων, Αθήνα: εκδ. «Μόρφωση». 
Ανατύπωση 1976: μετάφραση Παναγιώτης Μαυρομμάτης, Αθήνα: «Σύγχρονη Εποχή», 5.000 
αντίτυπα. Εκτιμώμενος αριθμός αντιτύπων σε αλλεπάλληλες ανατυπώσεις: 50.000.

Τόμος 2ος. 1956: «Πολιτικές και Λογοτεχνικές Εκδόσεις» (Ρουμανία), μετάφραση Ελλήνων 
γλωσσομαθών του εξωτερικού, θεώρηση - επιμέλεια ειδικών οικονομολόγων και 
κοινωνιολόγων, 5.000 αντίτυπα. Ανατύπωση 1963, μετάφραση Ελλήνων γλωσσομαθών του 
εξωτερικού, θεώρηση - επιμέλεια ειδικών οικονομολόγων και κοινωνιολόγων, Αθήνα: εκδ. 
«Μόρφωση». Ανατύπωση 1976: Αθήνα: «Σύγχρονη Εποχή», μετάφραση Παναγιώτης 
Μαυρομμάτης, 5.000 αντίτυπα. Εκτιμώμενος αριθμός αντιτύπων σε αλλεπάλληλες 
ανατυπώσεις: 20.000-25.000.

Τόμος 3ος. 1979: μετάφραση Παναγιώτης Μαυρομμάτης, Αθήνα: «Σύγχρονη Εποχή», 5.000 
αντίτυπα. Εκτιμώμενος αριθμός αντιτύπων σε αλλεπάλληλες ανατυπώσεις: 15.000-20.000.
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Επιστημονική Επιμέλεια: Θανάσης Γκιούρας, Θωμάς Νουτσόπουλος, 1.500 αντίτυπα + μια 
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Δούμα, Αθήνα: Εκδοτική Εταιρεία «Αθηνά», Α. Ι. Ράλλης.

Μαρξ, Καρλ (1928), Η γένεση του κεφαλαίου, Αθήνα: «Ακαδημαϊκόν» Διεθνές Βιβλιοπωλείον.
Μαρξ, Καρλ (1929), Το Κεφάλαιον, τόμος 2ος, κεφάλαια 1-14, μεταφράζεται από επιτροπή 

επιστημόνων υπό την διεύθυνση Α. & Δ. Πουρνάρα, Αθήνα: «Ακαδημαϊκόν» Διεθνές 
Βιβλιοπωλείον.

Μαρξ, Καρλ (1945-α), Η γένεση του κεφαλαίου,  Αθήνα: εκδ. Μάρη-Κοροντζή. Ανατύπωση: 
μετάφραση Αντώνη Δούμα, πρόλογος Περικλή Ροδάκη, Αθήνα: εκδ. Κοροντζή, 2000.

Μαρξ, Καρλ (1975), Το προτσές συσσώρευσης του κεφαλαίου, μετάφραση από επιτροπή του 
ΚΚΕ το 1951,  Αθήνα: εκδ. Ειρήνη.

Μαρξ, Καρλ (1983), Αποτελέσματα της άμεσης διαδικασίας παραγωγής (τμήμα),  μετάφραση - 
πρόλογος Ζαχαρίας Δεμαθάς, Αθήνα: Θέσεις, τ. 6: 111-125.

Μαρξ, Καρλ (1984), Αποτελέσματα της άμεσης διαδικασίας παραγωγής [VI ανέκδοτο 
κεφάλαιο], μετάφραση Ειρήνη Μιγάδη, Εισαγωγή Δ. Κωτσάκης, Αθήνα: εκδ. 
«Α/συνέχεια».

Μαρξ, Καρλ (1991), Εμπόρευμα και χρήμα. Το πρώτο κεφάλαιο από την πρώτη έκδοση του «Το 
Κεφάλαιο. Κριτική της Πολιτικής Οικονομίας» με το παράρτημα I.1: Η αξιακή μορφή, 
μετάφραση, εισαγωγή και σχόλια Γιώργος Σταμάτης, Αθήνα: εκδ. Κριτική.
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Μαρξ, Καρλ (1921), Το Κεφάλαιον, Περίληψις Παύλου Λαφάργκ, μετά Προλόγου Β. Παρέτο, Εν 
Αθήναις: Εκδοτικός Οίκος «Ελευθερουδάκης». Επανέκδοση:Το Κεφάλαιο του Μαρξ στην περίληψη 
του Πωλ Λαφάργκ, επιμέλεια από τη Φιλολογική Ομάδα Κάκτου, Αθήνα: Εκδόσεις Κάκτος, 2010.

Μαρξ, Καρλ(1923-24), Το Κεφάλαιο, Περίληψη υπό Μπόρχαρντ, δεν αναφέρεται όνομα μεταφραστή, 
Αθήνα: Αρχείον Μαρξισμού, τ. 1-25.

Κάουτσκι, Καρλ(1927), Οικονομικές θεωρίες του Καρλ Μαρξ, μετάφραση Π. Πουλιόπουλου, Αθήνα: 
Εκδοτική Εταιρεία «Αθηνά», Α. Ι. Ράλλης. Ανατύπωση ως: Καρλ Μαρξ, Το Κεφάλαιο. Επίτομο 
εκλαϊκευμένο από τον Καρλ Κάουτσκυ, μετάφραση Βόδα Κοραή, Αθήνα: Ηνίοχος 1965. Ανατύπωση: 
Καρλ Μαρξ, Το Κεφάλαιο. Επίτομο εκλαϊκευμένο από τον Καρλ Κάουτσκυ, δεν αναφέρεται όνομα 
μεταφραστή, Αθήνα: «Μαρξιστικό Αρχείο», χ.χ.έ.

Μαρξ, Καρόλου (1945-β), Το Κεφάλαιον. Αι θεμελιώδεις θεωρίαι του Σοσιαλισμού, Πρόλογος, 
μετάφρασις, περίληψις, κατάταξις, κριτική υπό Δ. Κούση, υφηγητού Πολιτικής Οικονομίας, Αθήναι: 
εκδ. Α. και Ε. Παπαδημητρίου.
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Karl Marx (1818-1883)

Grundrisse der Kritik der Politischen Ökonomie

The series of seven notebooks was rough-drafted by Marx, chiefly for purposes of self-clarification, 
during the winter of 1857–8. Left aside by Marx in 1858, it remained unpublished until 1939
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Karl Marx (1818-1883)

1967 1967 2008



47NJ Theocarakis UoA: The critique of Political economy: Karl  Marx

Karl Marx (1818-1883)

2024 2017
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Karl Marx (1818-1883)

Marx-Engels 
Gesamtausgabe 

(MEGA)

Marx-Engels-Werke (MEW)

https://marx-wirklich-studieren.net/marx-
engels-werke-als-pdf-zum-download

https://archive.org/details/mega-marx-engels-gesamtausgabe/Karl%20Marx%20-
%20Die%20ethnologischen%20Exzerpthefte

https://www.bbaw.de/en/researc
h/marx-engels-gesamtausgabe-
the-complete-works-of-marx-and-
engels

https://marx-wirklich-studieren.net/marx-engels-werke-als-pdf-zum-download
https://marx-wirklich-studieren.net/marx-engels-werke-als-pdf-zum-download
https://archive.org/details/mega-marx-engels-gesamtausgabe/Karl%20Marx%20-%20Die%20ethnologischen%20Exzerpthefte
https://archive.org/details/mega-marx-engels-gesamtausgabe/Karl%20Marx%20-%20Die%20ethnologischen%20Exzerpthefte
https://www.bbaw.de/en/research/marx-engels-gesamtausgabe-the-complete-works-of-marx-and-engels
https://www.bbaw.de/en/research/marx-engels-gesamtausgabe-the-complete-works-of-marx-and-engels
https://www.bbaw.de/en/research/marx-engels-gesamtausgabe-the-complete-works-of-marx-and-engels
https://www.bbaw.de/en/research/marx-engels-gesamtausgabe-the-complete-works-of-marx-and-engels
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https://archive.org/details/MarxEngelsCollectedWorksVolume10MKarlMarx/Marx%20%
26%20Engels%20Collected%20Works%20Volume%201_%20Ka%20-%20Karl%20Marx

https://libcom.org/article/marx-and-engels-
collected-works

https://archive.org/details/MarxEngelsCollectedWorksVolume10MKarlMarx/Marx%20%26%20Engels%20Collected%20Works%20Volume%201_%20Ka%20-%20Karl%20Marx
https://archive.org/details/MarxEngelsCollectedWorksVolume10MKarlMarx/Marx%20%26%20Engels%20Collected%20Works%20Volume%201_%20Ka%20-%20Karl%20Marx
https://libcom.org/article/marx-and-engels-collected-works
https://libcom.org/article/marx-and-engels-collected-works
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Karl Marx (1818-1883)

www.marxists.org
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Karl Marx (1818-1883)
The Three Sources and Three Component Parts of  

Marxism

The Marxist […] is the legitimate successor to the best that 
man produced in the nineteenth century, as represented by 
German philosophy, English political economy and French 
socialism.
1. German philosophy.  “Marx did not stop at eighteenth-

century materialism: he developed philosophy to a higher 
level, he enriched it with the achievements of  German 
classical philosophy, especially of  Hegel’s system, which in 
its turn had led to the materialism of  Feuerbach, […] 
dialectics. […]  His historical materialism was a great 
achievement in scientific thinking. […] man’s social 
knowledge (i.e., his various views and doctrines—
philosophical, religious, political and so forth) reflects the 
economic system of  society. Political institutions are a 
superstructure on the economic foundation. 

2. English political economy
3. French socialism
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Karl Marx (1818-1883)

The Three Sources and Three Component Parts of Marxism

1. German philosophy
2. English political economy. Classical political economy, before 

Marx, evolved in England, the most developed of the capitalist 
countries. Adam Smith and David Ricardo, by their investigations of 
the economic system, laid the foundations of the labour theory of 
value. Marx continued their work; he provided a proof of the theory 
and developed it consistently. He showed that the value of every 
commodity is determined by the quantity of socially necessary labour 
time spent on its production. […] Where the bourgeois economists 
saw a relation between things (the exchange of one commodity for 
another) Marx revealed a relation between people. The exchange of 
commodities expresses the connection between individual producers 
through the market. Money signifies that the connection is becoming 
closer and closer, inseparably uniting the entire economic life of the 
individual producers into one whole. Capital signifies a further 
development of this connection: man’s labour-power becomes a 
commodity. The wage-worker sells his labour-power to the owner of 
land, factories and instruments of labour. The worker spends one part 
of the day covering the cost of maintaining himself and his family 
(wages), while the other part of the day he works without 
remuneration, creating for the capitalist surplus-value, the source of 
profit, the source of the wealth of the capitalist class. […] The 
doctrine of surplus-value is the corner-stone of Marx’s economic theory.
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Karl Marx (1818-1883)
The Three Sources and Three Component Parts of 

Marxism

1. German philosophy
2. English political economy. 
3. French socialism. When feudalism was overthrown and 

“free” capitalist society appeared in the world, it at once 
became apparent that this freedom meant a new system of 
oppression and exploitation of the working people. Various 
socialist doctrines immediately emerged as a reflection of and 
protest against this oppression. Early socialism, however, 
was utopian socialism. It criticised capitalist society, it 
condemned and damned it, it dreamed of its destruction, it 
had visions of a better order and endeavoured to convince the 
rich of the immorality of exploitation. But utopian socialism 
could not indicate the real solution. It could not explain the 
real nature of wage-slavery under capitalism, it could not 
reveal the laws of capitalist development, or show what social 
force is capable of becoming the creator of a new society.  […] 
The genius of Marx lies in his having been the first to deduce 
from this the lesson world history teaches and to apply that 
lesson consistently. The deduction he made is the doctrine of 
the class struggle.



54NJ Theocarakis UoA: The critique of Political economy: Karl  Marx



55NJ Theocarakis UoA: The critique of Political economy: Karl  Marx

The Communist Manifesto
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The Eighteenth Brumaire of Louis Bonaparte
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The Eighteenth Brumaire of Louis Bonaparte
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A Contribution to the Critique of Political 
Economy
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A Contribution to the Critique of Political Economy
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A Contribution to the Critique of Political Economy
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A Contribution to the Critique of Political Economy
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Karl Marx (1818-1883)

Historical materialism

Base and superstructure

Productive forces and relations of production
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Karl Marx (1818-1883)

Economic and Philosophic Manuscripts of 
1844

Alienation

1. The worker does not own the means of 
production

2. He does not own the product of his 
labour

3. He does not control the process of 
production

Alienated labour turns man's activity into a 
means of subsistence
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Karl Marx (1818-1883)

Band 1: Der Produktionsprozess 
des Kapitals
Band 2: Der Zirkulationsprozess 
des Kapitals
Band 3: Der Gesamtprozess der 
kapitalistischen Produktion
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Karl Marx (1818-1883)
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Socially necessary 
labour-time
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Karl Marx (1818-1883)

• Commodity and fetishism of commodity
• Capitalism: eneralised commodity  

production
• Value: Social relation with a quantitative 

dimension 
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Karl Marx (1818-1883)

Useful labour [creates use-values]
Abstract labour [creates exchange values]

Socially necessary labour-time is the labour-time 
required to produce any use-value under the 
conditions of production normal for a given society 
and with the average degree of skill and intensity of 
labour prevalent in that society. 

Reduction of skilled to simple labour
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Karl Marx (1818-1883)

Social character of commodity production

Conditions

1. Degree of productive specialisation, so that each producer 
produces the same product or part of it

2. Complete separation of exchange value and use value
3. Extensive, developed market with the generalised use of 

money

Naïveté of the harmonious organization of production through 
exchange (invisible hand)
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Karl Marx (1818-1883)

Simple commodity production

C-M-C

Capitalist circulation

M-C-M

M-C-M’
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Karl Marx (1818-1883)

Surplus value, exchange and sphere of 
exchange

M’-M = surplus value
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Only in the sphere of production 
can surplus value be generated
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Karl Marx (1818-1883)

c+v=>(c+v)+s    

s/v=surplus value/variable capital=
surplus labour/necessary labour
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Constant capital (c): all tools, 
machinery, buildings, raw materials, 
non-human means of production. They 
contribute to the value of the finished 
product the value they contain.
Variable capital (v) is the labour 
power purchased by the capitalist.
Capital (C) = constant capital (c) + 
variable capital (v)
C=c+v → C'=c+v+s
Surplus value (s): the difference 
between labour and labour power

c/v = organic composition of capital
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Karl Marx (1818-1883)

Necessary work, surplus labour and the creation and exploitation 
of surplus value

The part of the working day in which labour power is produced is 
necessary labour. The remaining part of the working day is 
surplus labour.

M-C...P...C'-M
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Capital Vol. 2

Reproduction schemes

Sector 1:  Capital goods
Sector 2: Consumption goods

Simple reproduction
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Extended reproduction

Capital Vol. 2
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Karl Marx (1818-1883)

The reproduction schemes show that crisis-free 
growth is possible, but not likely.

Marx believed 
• in the theory of overproduction
• in the disproportionality of the sectors of 

production and
• in the role of the reserve army of labour in 

creating crises
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Capital Vol. 3
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Transformation problem: labour values to prices of 
production

1

s
s vr cc v

v

= =
+ +

If the profit rate is uniform and the 
degree of exploitation is the same 
across branches this would mean 
that the organic composition of 
capital would be the same.

Capital Vol. 3
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1

s
s vr cc v

v

↓= =
+ ↑ +

Capital Vol. 3
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Karl Marx (1818-1883)

Concentration of capital

1.Competition between capitals displaces the small 
firms

2.Competition pushes firms to increase productivity 
and ever greater mechanisation and hence scale of 
production

Concentration and centralization of capital
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Lecture 8: The origins of neoclassical 
economics and the “marginalist 

revolution”
Nicholas J. Theocharakis



2NJ Theocarakis UoA: The origins of neoclassical economics and the “marginalist revolution”

• Analyze the theories that led to the “marginalist 
revolution”
– Analyze the theories of Jeremy Bentham

– State the main theories of the precursors of the 
“marginalist revolution”, in particular, von Thünen, 
Cournot, Dupuit and Gossen

• Explain what the “marginalist revolution” was and 
analyse the contribution of Jevons, Menger and 
Walras

Objectives of the lecture
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Contents
• Jeremy Bentham
• The precursors of the Marginalist Revolution

• J.H. von Thünen
• A. Cournot
• J. Dupuit
• H.H. Gossen

• The Marginalist Revolution
• W.S. Jevons
• C. Menger
• L. Walras
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Jeremy Bentham (1748-1832)

by Henry William Pickersgill
oil on canvas, exhibited 1829, 
NPG

Studio of Thomas Frye
oil on canvas, 1760, NPG
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Jeremy Bentham (1748-1832)
My body I give to my dear friend Doctor Southwood
Smith to be disposed of in a manner hereinafter
mentioned, and I direct … he will take my body
under his charge and take the requisite and
appropriate measures for the disposal and
preservation of the several parts of my bodily frame
in the manner expressed in the paper annexed to this
my will and at the top of which I have written Auto
Icon. The skeleton he will cause to be put together in
such a manner as that the whole figure may be
seated in a chair usually occupied by me when
living, in the attitude in which I am sitting when
engaged in thought in the course of time employed
in writing. I direct that the body thus prepared shall
be transferred to my executor. He will cause the
skeleton to be clad in one of the suits of black
occasionally worn by me. The body so clothed,
together with the chair and the staff in the my later
years bourne by me, he will take charge of and for
containing the whole apparatus he will cause to be
prepared an appropriate box or case and will cause to
be engraved in conspicuous characters on a plate to
be affixed thereon and also on the labels on the glass
cases in which the preparations of the soft parts of
my body shall be containedhttps://www.ucl.ac.uk/bentham-project/who-was-jeremy-

bentham/auto-icon/extract-benthams-will

https://www.ucl.ac.uk/bentham-project/who-was-jeremy-bentham/auto-icon/extract-benthams-will
https://www.ucl.ac.uk/bentham-project/who-was-jeremy-bentham/auto-icon/extract-benthams-will
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Jeremy Bentham (1748-1832)

Panopticon
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Jeremy Bentham (1748-1832)
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Jeremy Bentham (1748-1832)
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Jeremy Bentham (1748-1832)

Utilitarianism
Consequentialism
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Jeremy Bentham (1748-1832)
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Johann Heinrich von Thünen (1783-1850)
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Johann Heinrich von Thünen (1783-1850)

von Thünen’s farm at Tellow, Mecklenburg 
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Johann Heinrich von Thünen (1783-1850)



14NJ Theocarakis UoA: The origins of neoclassical economics and the “marginalist revolution”

Johann Heinrich von Thünen (1783-1850)

Figure of the Thünen Resource Cycles, made in the nineteen-twenties 
for school purposes. Source: Thünen museum, Tellow.
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Johann Heinrich von Thünen (1783-1850)

Marginal product of labour
1850
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Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)

Author
Comment on Text



19NJ Theocarakis UoA: The origins of neoclassical economics and the “marginalist revolution”

Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)
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Augustin Cournot (1801 –1877)
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Jules Dupuit (1804—1866) 

(1844) « De la mesure de l’utilité des travaux publics », Annales des ponts 
et chaussées: Mémoires et documents, 2 (116)
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Hermann Heinrich Gossen (1810—1858) 
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Hermann Heinrich Gossen (1810—1858) 

Allocation of pleasures, so that the sum of the pleasures of the whole life is maximum
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Hermann Heinrich Gossen (1810—1858) 

Gossen’s 1st Law: 
Diminishing marginal 
utility

Gossen’s 2nd Law:
The ratio of marginal utilities and 
prices is the same for all goods

Division of time
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Marginalist revolution

• W. Stanley Jevons (1835-1882)
• Carl Menger (1840-1921)
• Léon Walras (1834-1910)
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Marginalist revolution
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W. Stanley Jevons (1835—1882) 

by William Stanley Jevons
albumen print on paper mount, 1858, NPG Professor of Political Economy at University College, London
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W. Stanley Jevons (1835—1882) 
1862. “A General Mathematical Theory of Political Economy”
1863. A Serious Fall in the Value of Gold, Edward Stanford.
1864. Pure Logic; or, the Logic of Quality apart from Quantity, Edward Stanford
1865. The Coal Question, Macmillan 
1869. The Substitution of Similars, The True Principle of Reasoning, Macmillan 
1870. Elementary Lessons on Logic, Macmillan
1871. The Match Tax: A Problem in Finance, Edward Stanford.
1871. The Theory of Political Economy, Macmillan
1874. Principles of Science, Macmillan 
1875. Money and the Mechanism of Exchange, D. Appleton
1878. A Primer on Political Economy, Macmillan
1880. Studies in Deductive Logic, Macmillan 
1882. The State in Relation to Labour, Macmillan 
1883. Methods of Social Reform and Other Papers, Macmillan
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 

Jevons’ Logic Machine or Logic ‘Piano’. 
Museum of the History of Science, Oxford. 



37NJ Theocarakis UoA: The origins of neoclassical economics and the “marginalist revolution”

W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 

Journal of the Statistical Society of London, 
Vol. 37, No. 4 (Dec., 1874), pp. 478-488
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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W. Stanley Jevons (1835—1882) 
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Carl Menger (1840—1921) 
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Carl Menger (1840—1921) 

https://oll.libertyfund.org/people/carl-menger/titles

https://oll.libertyfund.org/people/carl-menger/titles
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Carl Menger (1840—1921) 

https://mises.org/library/book/collected-works-carl-menger-german-four-volumes

https://mises.org/library/book/collected-works-carl-menger-german-four-volumes
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Carl Menger (1840—1921) 

https://mises.org/li
brary/book/principl
es-economics

https://mises.org/lib
rary/book/investigati
ons-method-social-
sciences

https://mises.org/lib
rary/book/origins-
money

https://mises.org/library/book/principles-economics
https://mises.org/library/book/principles-economics
https://mises.org/library/book/principles-economics
https://mises.org/library/book/investigations-method-social-sciences
https://mises.org/library/book/investigations-method-social-sciences
https://mises.org/library/book/investigations-method-social-sciences
https://mises.org/library/book/investigations-method-social-sciences
https://mises.org/library/book/origins-money
https://mises.org/library/book/origins-money
https://mises.org/library/book/origins-money
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Carl Menger (1840—1921) 
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Carl Menger (1840—1921) 
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Carl Menger (1840—1921) 

Μετάφραση: Βασίλειος Ν. Γαργάλας
Αθήνα, Ηρόδοτος, 2007
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Carl Menger (1840—1921) 

Goods of 1st, 2nd, 3rd, etc. order
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Carl Menger (1840—1921) 

Goods of 1st, 2nd, 3rd, etc. order
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Carl Menger (1840—1921) 
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Carl Menger (1840—1921) 
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Carl Menger (1840—1921) 
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Carl Menger (1840—1921) 

Gustav von Schmoller (1838 – 1917) 

Methodenstreit
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)

( )1
i i i i

j mx x x=x  

Initial endowments of person i

Persons: i=1,2,…,n
Goods:  j=1,2,…,m
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)
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Léon Walras (1834-1910)
Entrepreneur:  « Ni bénéfice, ni perte »

Bons (coupons, contingent contracts) 

Persons: i=1,2,…,n
Goods:  j=1,2,…,m
Factors of production: k=1,2,…,q
Entrepreneurs: l=1,2,…,r

1 1
max 0

qm
l l l

j j k k
j k

p x p xπ
= =
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j mU x x x=
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Vienna Kolloquium 1928-1936

Karl Menger 
(1902-1985)
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Vienna Kolloquium 1928-1936

Abraham Wald
(1902-1950) John von Neumann

(1903-1957)
Karl Schlesinger 

(1889 –1938) 

Kurt Gödel
(1906-1978)
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Vienna Kolloquium 1928-1936
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Vienna Kolloquium 1928-1936

John von Neumann
(1903-1957)
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Arrow-Debreu 1954

Gérard  Debreu
(1921-2004)

Kenneth J. Arrow 
(1921 –2017) 
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Gérard Debreu

Gérard  Debreu
(1921-2004)

1959
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General Equilibrium



End of Lecture



MPhil (Econ.) & MSc (Political Economy)
Dept. of  Economics
National and Kapodistrian University of  Athens

Lecture 9: The consolidation of 
neoclassical economic theory 

Nicholas J. Theocharakis
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Objectives of the lecture

• To demonstrate the consolidation of neoclassical 
economic theory in Europe and America in the first 
decades after the marginal revolution

• To show the specific forms in which neoclassical 
theory developed in different countries, particularly in 
the European Union and in the European Union.

• To in the United Kingdom, the United States, Italy, 
Sweden and Austria
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Contents
• UK

– A. Marshall * F.Y. Edgeworth * Ph. Wicksteed * A.C. Pigou

• USA

– J. B. Clark * I. Fisher

• Italy

– M. Pantaleoni * E. Barone * V. Pareto

• Sweden

– K. Wicksell * G. Cassel

• Austria

– F. v. Wieser * E. v. Böhm-Bawerk
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Belle époque
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Belle époque
1871-1914

Queen Victoria
1837–1901

Edward VII
1901-1910

Expo Universelle 1901

Gilded Age

Wilhelm II
1888-1918

Wilhelm I
1861-1888
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Neoclassical economics

Thorstein Veblen (1900): “The Preconceptions of 
Economic Science, III”, Quarterly Journal of 
Economics, 14(2): 240-269
Tony Aspromourgos (1986): “On the origins of 
the term ‘neoclassical’”, Cambridge Journal of 
Economics, 10(3): 265–270
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Neoclassical economics
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United Kingdom
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Alfred Marshall (1842-1924)

by Walter Stoneman
platinum print, 1917, NPG
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Alfred Marshall (1842-1924)

1865 Cambridge Mathematical Tripos
Fellow St John’s College

1868 College Lecturer in Moral Sciences
1879 Economics of Industry with Mary Paley
1879-1881 Professor of Political Economy & 
Principal at University College Bristol
1884 Cambridge Professor of Political Economy 
1890 Principles of Economics
1919 Industry and Trade
1923 Money, Credit and Commerce

Royal Economic Society
Women and University
Economics Tripos

Mary Paley 
Marshall

(1850-1944)

St John’s College, Cambridge
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Alfred Marshall (1842-1924)

1879
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Alfred Marshall (1842-1924)

1890 
1st edition

1920 
8th edition
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Alfred Marshall (1842-1924)

1923
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Alfred Marshall (1842-1924)
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Alfred Marshall (1842-1924)

Equilibrium between supply and demand

Economic realism: A theory useful to laymen

Olive branch to the classics
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Alfred Marshall (1842-1924)
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Alfred Marshall (1842-1924)

Pace Jevons, Marshall 
does not think that 
Ricardo was wrong
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Alfred Marshall (1842-1924)

Role of mathematics

Although Marshall was a great 
mathematician, he did not believe 
that mathematics has a dominant 
role in economic theory
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Alfred Marshall (1842-1924)

The Mathematical Appendix: 
Principles of Economics
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Alfred Marshall (1842-1924)
Figures relegated to footnotes

The famous Marshallian 
cross: equilibrium of supply 
and demand. Note the 
reversal of axes
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Alfred Marshall (1842-1924)

The demand curve is derived from the constant marginal utility of money

x
x

U U
Ux xP UP m

m

∂ ∂
∂∂ ∂= ⇒ =

∂∂
∂
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Alfred Marshall (1842-1924)
Application of the equi-marginal principle

The boy in the forest 
stops picking 
blackberries when 
the marginal fatigue 
from picking equals 
the pleasure of the 
marginal blackberry
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Alfred Marshall (1842-1924)
From a purely subjective theory of value to a theory of supply and demand 
equilibrium at normal prices.

Utility is mainly relevant for the consumer surplus

Elasticity of demand
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Alfred Marshall (1842-1924)

Other things being equal
Ceteris paribus
Partial equilibrium
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Alfred Marshall (1842-1924)
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Alfred Marshall (1842-1924)

General 
Equilibrium
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Alfred Marshall (1842-1924)

Time periods in economic analysis: Four classes
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Alfred Marshall (1842-1924)

Market, Short-run, Long-run, Secular
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Alfred Marshall (1842-1924)

In Walras the return to the equilibrium point is through a change in prices, in 
Marshall through a change in quantities which are the independent variable, 
hence the demand and supply curves have quantities on the horizontal axis and 
prices on the vertical.
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Alfred Marshall (1842-1924)
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Alfred Marshall (1842-1924)

• Increasing returns to scale
• Internal
• External

• Representative firm
• Biological metaphors
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Alfred Marshall (1842-1924)
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Alfred Marshall (1842-1924)
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Francis Ysidro Edgeworth (1845-1926)

by Walter Stoneman, bromide print, 
1917, NPG
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)
Line of indifference



Το original Edgeworth box

Indiscriminate strife and confusion
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Francis Ysidro Edgeworth (1845-1926)
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Francis Ysidro Edgeworth (1845-1926)

Equilibrium at 
perfect competition

Edgeworth's limit 
theorem

“Core” of the game
Replica economies
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Philip Henry Wicksteed (1844 –1927)
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Philip Henry Wicksteed (1844 –1927)
Classicist, student of Dante, 
translator of Aristotle. In 
1882 he became involved in 
economics. Pure marginalist, 
the only true disciple of 
Jevons. Criticism of Marx 
from Jevons' point of view..
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Philip Henry Wicksteed (1844 –1927)

Marginal productivity
Law of product exhaustion
Euler's theorem for 
homogeneous functions (in this 
case of first degree)
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Note: Euler's theorem for homogeneous functions 

( )1, , n
nx x x += ∈ Let

Then a function f(x) is homogeneous of degree k, 
if

( )f x

Euler's theorem for homogeneous functions states that 

( ) ( ) ( )1
1

n
n

f x f x
x x kf x

x x
∂ ∂

+ + =
∂ ∂



For k=1 then
( ) ( ) ( )1

1
n

n

f x f x
x x f x

x x
∂ ∂

+ + =
∂ ∂



( ) ( )0, kf x f xλ λ λ∀ > =

If f(x) is a production function with constant returns to scale - i.e., if it is homogeneous of 
degree one - and each factor of production is paid its marginal product, then the value of 
the product is equal to (exhausted by) the sum of the rewards of the factors of production



53NJ Theocarakis UoA: The consolidation of neoclassical economics

Exhaustion of the product: Euler's theorem

( )
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∂ ∂
∂ ∂
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∂ ∂
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Exhaustion of the product: Euler's theorem

( )
( ) ( )( )

( ) ( )

1

1 1

1 1

1 1

1
1

1 1
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K
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α α

α α

α α α α

α α

α α α α

α
α α

α

α α α α

−

− −

− − −

−

− −

=

∂ =  ∂ ∂∂ ⇒ + = + − =
∂ ∂ ∂= − ∂ 

+ − = + − =

Example: Cobb-Douglas production function
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Laws of distribution

Edgeworth, F. Y. “The Theory of Distribution.” The Quarterly Journal of Economics 18, 
no. 2 (1904): 159–219
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Laws of distribution
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Arthur Cecil Pigou (1877 –1959)
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Arthur Cecil Pigou (1877 –1959)
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Arthur Cecil Pigou (1877 –1959)

Externalities: difference between 
private and social cost or benefit
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United States of America
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John Bates Clark (1847 –1938)
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John Bates Clark (1847 –1938)
J.B. Clark was born in Providence, Rhode Island.
He graduated from Amherst in 1872, with
postgraduate studies in Germany and Switzerland.
His first book The Philosophy of Wealth (1886)
shows the influence of the German Historical
School, and he was sympathetic to Christian
Socialism. His major work, The Distribution of
Wealth (1899), addresses the principle of marginal
productivity by generalizing Ricardo's theory of land
rent. He was the first important American
economist of international stature and one of the
founders of the American Economic Association in
1885, which honoured his memory with the J.B.
Clark Medal for the best economist under 40.
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John Bates Clark (1847 –1938)

On the horizontal axis we measure
units of labour and on the vertical
axis we measure the marginal product
of labour. The total of the workers'
wages is AECD, i.e., the number of
workers (AD) times the marginal
product of the last worker (CD). The
area (EBC) pays the other factor of
production, i.e., capital



64NJ Theocarakis UoA: The consolidation of neoclassical economics

John Bates Clark (1847 –1938)
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Irving Fisher (1867–1947)

The first doctorate in economics from Yale University
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Irving Fisher (1867–1947)
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Irving Fisher (1867–1947)
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Irving Fisher (1867–1947)

Quantity Theory of Money

MV=PQ

1911
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Irving Fisher (1867–1947)
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Other American neoclassicals

Frank William Taussig
(1859-1940)

Frank H. Knight
(1885-1972)

Jacob Viner 
(1892-1970)
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Other American neoclassicals

Frank William Taussig
(1859-1940)

Frank H. Knight
(1885-1972)

Jacob Viner 
(1892-1970)

Zeitschrift für Nationalökonomie, (1931), 
(3):1 pp. 23-46
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Italy
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Vilfredo Pareto (1848 –1923)
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Vilfredo Pareto (1848 –1923)
PARETO, VILFREDO. “CONSIDERAZIONI SUI 
PRINCIPII FONDAMENTALI DELL’ ECONOMIA 
POLITICA PURA.” Giornale Degli Economisti, 
vol. 4 (Anno 3), 1892, pp. 389–420. 

vol. 4 (Anno 3), 1892, pp. 485–512.

vol. 5 (Anno 3), 1892, pp. 119–57.

vol. 6 (Anno 4), 1893, pp. 1–37.

vol. 7 (Anno 4), 1893, pp. 279–321.
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Vilfredo Pareto (1848 –1923)

“Économie mathématique” (1911), 
Encyclopédie des sciences mathématiques

1906

1896
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Vilfredo Pareto (1848 –1923)

Œuvres complètes / Vilfredo Pareto ; publiées sous la direction de Giovanni 
Busino, Droz, Genève, 1964-1989, 32 volumes.
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Vilfredo Pareto (1848 –1923)

1869 PhD Turin (Engineering) “The basic principles of equilibrium in solid bodies”
Civil Engineer at the Railways,

1880 Director General at the Società delle ferriere italiane
1886 Lecturer in economics and management at the University of Florence
1889 Death of his parents. Marries Alessandrina Bakunin
1893 Succeeds Walras in Lausanne.
1923 Mussolini's Senator. Marries Jeanne Regis
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Vilfredo Pareto (1848 –1923)

Mathematization of economics

Indifference curve
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Vilfredo Pareto (1848 –1923)

Ophelimity

Non-measurable utility

Cardinal vs Ordinal
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Vilfredo Pareto (1848 –1923)

Pareto optimum
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Vilfredo Pareto (1848 –1923)

Pareto's law for the 
distribution of income

Pareto distribution
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Vilfredo Pareto (1848 –1923)

https://www.byterfly.eu/islandora/object/librib%3A584
341#mode/2up

https://www.byterfly.eu/islandora/object/librib%3A584341#mode/2up
https://www.byterfly.eu/islandora/object/librib%3A584341#mode/2up
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Maffeo Pantaleoni (1857–1924)
Enrico Barone (1859–1924)

Maffeo Pantaleoni Enrico Barone 
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Maffeo Pantaleoni (1857–1924)
Enrico Barone (1859–1924)
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Sweden
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Knut Wicksell (1851 –1926)
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Knut Wicksell (1851 –1926)

Über Wert, Kapital und 
Rente nach den neueren 
nationalökonomischen 
Theorien. Jena. 1893. 

1954

Geldzins und Güterpreise: eine 
Studie über die den Tauschwert des 
Geldes bestimmenden Ursachen. 
Jena: G. Fischer. 1898

Finanztheoretische 
Untersuchungen nebst 
Darstellung und Kritik 
des Steuerwesens 
Schwedens. Jena: G. 
Fischer. 1896
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Knut Wicksell (1851 –1926)

1934 1935
Föreläsningar i nationalekonomi. 

Lund. 1901-1906
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Knut Wicksell (1851 –1926)

• Theory of marginal productivity and product exhaustion.
• Cumulative process
• Capital time structure
• Theory of money
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Knut Wicksell (1851 –1926)

Increasing 
returns to scale

Decreasing 
returns to scale

Constant 
returns to scale 
(CRS)

Market equilibrium with many firms with identical cost functions

AC=MC=P

ΜC

ΑC

P

Exhaustion of the product. Homogeneous 
function of first degree (CRS)
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Karl Gustav Cassel (1866–1945)
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Karl Gustav Cassel (1866–1945)

Theoretische Sozialökonomie, 
Leipzig, C. F. Winter. 1918

Schumpeter: 90% Walras, 10% water.
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Austria
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Friedrich Freiherr von Wieser (1851 –1926)
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Friedrich von Wieser (1851 –1926)

• Grenznutz marginal utility
• Zurechnung Imputation
• Opportunity cost

Theorie der gesellschaftlichen
Wirtschaft, 1914 
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Eugen Böhm Ritter von Bawerk (1851 –1914) 
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Eugen von Böhm-Bawerk (1851 –1914) 

Critique of Marx on the transformation of labour values into production prices: Valid 
only for a stable organic composition of capital

Eugen von Böhm-Bawerk, “Zum Abschluß des Marxschen Systems“, in 
Staatswissenschaftliche Arbeiten. Festgaben für Karl Knies, hrsgb. von 
Otto von Boenigk, Haering: Berlin 1896, S. 87-205.
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Eugen von Böhm-Bawerk (1851 –1914) 

Theory of interest rate and capital



100NJ Theocarakis UoA: The consolidation of neoclassical economics

Imperfect competition

• Piero Sraffa (1898-1983)
• Edward Chamberlin (1899-1967)
• Joan Robinson (1903-1983)
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Piero Sraffa (1898-1983)

“Sulle relazioni tra costo e quantità prodotta», 
Annali di economia, II, 1925

“The Laws of Returns under Competitive Conditions”, 
Economic Journal, 1926, 36(144)
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Edward Chamberlin (1899-1967)
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Edward Chamberlin (1899-1967)
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Joan Robinson (1903-1983)
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Joan Robinson (1903-1983)
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Institutionalist School

• Thorstein Veblen (1857-1929) 
• John R. Commons (1862–1945)
• Wesley Clair Mitchell (1874-1948) 
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Thorstein Veblen (1857-1929)
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Thorstein Veblen (1857-1929)
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Thorstein Veblen (1857-1929)

— (1899). The Theory of the Leisure Class. New York: MacMillan. 
— (1904). The Theory of Business Enterprise. New York: Scribner.
— (1914). The Instinct of Workmanship and the State of the Industrial Arts. New York: MacMillan.
— (1915). Imperial Germany and the Industrial Revolution. New York: MacMillan.
— (1917). An Inquiry into the Nature of Peace and the Terms of Its Perpetuation. New York: MacMillan. 
— (1918). The Higher Learning In America. New York: Huebsch.
— (1919). The Place of Science in Modern Civilisation and Other Essays. New York: Huebsch. 
— (1919). The Vested Interests and the Common Man. New York: Huebsch.
— (1921). The Engineers and the Price System. New York: Huebsch..
— (1923). Absentee Ownership and Business Enterprise in Recent Times: The Case of America. New York: 

Huebsch.
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John R. Commons (1862–1945) 

American Economic Review (1931), 21 (4), pp. 648-657
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John R. Commons (1862–1945) 
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Wesley Clair Mitchell (1874-1948)
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Clarence Edwin Ayres (1891-1972)



End of Lecture
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• To demonstrate the differences between neoclassical 
economics and classical political economy

• To analyse the economic theories of Joseph 
Schumpeter

• To analyse the economic theories of John Maynard 
Keynes

• To analyse the economic theories of Michal Kalecki

Objectives of the lecture
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Contents

• Differences between neoclassical 
economics and classical political 
economy

• Joseph A. Schumpeter
• John Maynard Keynes
• Michal Kalecki
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Differences between classical 
political economy and neoclassical 

economic theory
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Differences between classical political 
economy and neoclassical economic theory

Alessandro Roncaglia, The Wealth of Ideas, 
Cambridge UP, 2005
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Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political 
economy and neoclassical economic theory

Ernesto Screpanti & Stefano Zamagni, An 
Outline of the History of Economic Thought, 
Oxford UP, 2005, 2nd edition
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Differences between classical political economy and 
neoclassical economic theory

Neoclassical economics
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Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political economy and 
neoclassical economic theory



14NJ Theocarakis UoA: After the consolidation of neoclassical economics: Schumpeter, Keynes, Kalecki 

Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political economy and 
neoclassical economic theory
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Differences between classical political economy and 
neoclassical economic theory
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The Great Depression
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The Great Depression
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The Great Depression
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The Great Depression
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The Great Depression

R.M. Goodwin

3 Theoretical paths 
1.Marxism
2.Introversion (Rigour vs. Relevance)
3.Change of theory
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Joseph Alois Schumpeter 
(1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 



Joseph Alois Schumpeter 
(1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
1883 Born in Triesch [Třešť] in Moravia, now in the Czech Republic, then part of the Austro-
Hungarian Empire.
1901 Studies economics at the Vienna School of Law

Professors Friedrich von Wieser, Eugen von Philippovich, Eugen von Böhm- Bawerk. 
Classmates Ludwig von Mises, Emil Lederer and the Austro-Marxists Otto Bauer and
Rudolf Hilferding.

1906 Doctor of Laws.
Goes to Cairo to the International Court of Justice

1908 Das Wesen und der Hauptinhalt der theoretischen Nationalökonomie. [The essence and main 
content of theoretical political
economy] Habilitationschrift. [postdoctoral thesis]

1909 Teaches at Czernowicz
1911 Theorie der wirtschaftlichen Entwicklung: eine Untersuchung über Unternehmergewinn, 
Kapital, Kredit, Zins und den

Konjunkturzyklus [Theory of economic development: a study of entrepreneurial profit, capital, 
credit, interest and the business cycle]
1911-1918 Professor at Graz
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Joseph Alois Schumpeter (1883–1950) 
1914 Epochen der Dogmen- und Methodengeschichte [Economic doctrine and method : 
an historical sketch]
1919 Minister of Finance of the Austrian Republic.
1920-1924 President of the Biedermann Bank, Bankruptcy.
1924 Professor in Bonn
1926 Death of his mother and second wife
1932 Professor at Harvard
1939 Business Cycles: a Theoretical, Historical and Statistical Analysis of the Capitalist 
Process.
1940-1941 President of the Econometric Society.
1942 Capitalism, Socialism and Democracy
1948 President of the American Economic Association
1950 Death
1952 Ten Great Economists
1954 History of Economic Analysis
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Joseph Alois Schumpeter (1883–1950) 
Das Wesen und der Hauptinhalt der 
theoretischen Nationalökonomie, 1908

The essence and main content of 
theoretical political economy

Methodological individualism

http://mises.org/document/3862/Methodological-Individualism
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Joseph Alois Schumpeter (1883–1950) 

Circular flow vs. development (combinations)
Displacement of equilibrium
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
Business Cycles

1ο wave
2ο wave

Innivations in swarms or clusters

3 types of cycles

Kondratieff (60 years)

Juglar (10 years)

Kitchin (40 months)

Nikolai Dmitriyevich Kondratiev (Kondratieff), 
Никола́й Дми́триевич Кондра́тьев (1892 –1938) 

Clément Juglar (1819–1905) Joseph Kitchin (1861–1932)
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Joseph Alois Schumpeter (1883–1950) 

Nikolai Dmitriyevich Kondratiev (Kondratieff), 
Никола́й Дми́триевич Кондра́тьев (1892 –1938) 

World economy and its conjunctures during 
and after the war. - [Vologda, 1922].
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 

1926 
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Joseph Alois Schumpeter (1883–1950) 

Clément Juglar 
(1819–1905)

10 years
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Joseph Alois Schumpeter (1883–1950) 

Joseph Kitchin (1861–1932)

The Review of Economics and Statistics , Vol. 5, No. 1 (Jan., 1923), pp. 10-16
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Joseph Alois Schumpeter (1883–1950) 

1942
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Joseph Alois Schumpeter (1883–1950) 
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Joseph Alois Schumpeter (1883–1950) 
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John Maynard Keynes 
(1883–1946) 
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John Maynard Keynes (1883–1946) 

John Maynard Keynes, Baron Keynes
by Gwendolen ('Gwen') Raverat (née Darwin) pen and ink 
and watercolour, circa 1908, NPG
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John Maynard Keynes (1883–1946) 

John Maynard Keynes, Baron Keynes
after Sir David Low, reproduction of drawing, 
published 1932, NPG

John Maynard Keynes, Baron Keynes
by Ramsey & Muspratt, bromide print, 
1937, NPG
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John Maynard Keynes (1883–1946) 

John Maynard Keynes, Baron Keynes
by Walter Stoneman, bromide print, July 1940, 
NPGJohn Maynard Keynes, Baron Keynes

by Tim Gidal (Nachum Ignaz Gidalewitsch)
bromide fibre print, 1940, NPG
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John Maynard Keynes (1883–1946) 
• 1883 (5 June) Born in Cambridge
• His father John Neville Keynes is a student of Marshall and the senior 

administrator of the University
• His mother Florence Ada Keynes (née Brown) one of the first graduates 

and the first female mayor of Cambridge.
• He studied at Eton and King's College (classics & mathematics)
• He becomes a member of the secret society Apostles. Members include 

Bertrand Russell, Alfred North Whitehead & Lytton Strachey. Strachey is a 
member of the Bloomsbury Group which includes Keynes, Duncan Grant, 
Clive Bell, E.M. Forster, E.M. Forster, Virginia Woolf, Leonard Woolf, 
Roger Fry, and others.

• He adopts the philosophy of G.E. Moore
• With a degree in mathematics in 1906 he takes the Civil Service 

examination and comes second.
• He ends up in the India Office. Writes Indian currency and finance which is 

published in 1913.
• Resigns from India Office and becomes lecturer in economics at King's 

College. 
• His salary is paid by Pigou.
• He becomes a fellow of King's College in 1909. In 1924 he becomes Bursar 

of the College and increases its fortune.
• In 1911 with Marshall's support he becomes editor of the Economic 

Journal and in 1913 secretary of the Royal Economic Society. He remains 
in these positions for over 30 years.
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John Maynard Keynes (1883–1946) 

Florence Ada Keynes (née Brown) (1861-1958), 
by (Mary) Olive Edis (Mrs Galsworthy) sepia-
toned matte print on photographer's card 
mount, 1920s NPG

(John) Neville Keynes (1852-1949)
by (Mary) Olive Edis (Mrs Galsworthy), platino-
type on photographer's card mount, 1914, NPG
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 

Eton College King’s College, Cambridge
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 

Bertrand Arthur William Russell, 3rd Earl Russell; John 
Maynard Keynes, Baron Keynes; Lytton Strachey
by Lady Ottoline Morrell, vintage snapshot print, 1915, NPG
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John Maynard Keynes (1883–1946) 

The Memoir Club, by Vanessa Bell (née Stephen)
oil on canvas, circa 1943, NPG

• (Arthur) Clive Heward Bell (1881-1964), 
Art critic. 

• Quentin Claudian Stephen Bell (1910-
1996), Artist and writer; son of Clive and 
Vanessa Bell.

• Vanessa Bell (née Stephen) (1879-1961), 
Painter; sister of Virginia Woolf. 

• Edward Morgan Forster (1879-1970), 
Novelist.

• David Garnett (1892-1981), Writer.
• Duncan Grant (1885-1978), Artist. 
• John Maynard Keynes, Baron Keynes 

(1883-1946), Economist.
• Lydia Lopokova (Lady Keynes) (1892-

1981), Ballet dancer; wife of Baron Keynes. 
• Sir Desmond MacCarthy (1877-1952), 

Writer and critic.
• Mary ('Molly') MacCarthy (née  Warre-

Cornish), Lady MacCarthy (1882-1953), 
Writer; wife of Sir Desmond MacCarthy. 

• Leonard Sidney Woolf (1880-1969), Writer 
and publisher.

Duncan Grant, Leonard Woolf, Vanessa Bell, Clive Bell, David 
Garnett, Maynard and Lydia Keynes, Desmond and Molly 
MacCarthy, Quentin Bell and E.M. Forster.
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John Maynard Keynes (1883–1946) 

Duncan Grant & Maynard Keynes
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John Maynard Keynes (1883–1946) 

Virginia Woolf (1882 – 1941) Roger Fry (1866 –1934) Edward Morgan Forster (1879 –1970)
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John Maynard Keynes (1883–1946) 
46 Gordon Square in London, where Virginia 
Woolf lived with her siblings from 1904 to 
1907 (the first among the writer's five 
Bloomsbury addresses) and where John 
Maynard Keynes lived from 1916 to 1946.
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John Maynard Keynes (1883–1946) 

The Dreadnought hoaxers in Abyssinian 
regalia; Virginia Woolf is the bearded figure on 
the far left
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John Maynard Keynes (1883–1946) 
• During the First World War he declared conscientious objection 

although he worked for the Treasury Department on matters 
related to war finance. In 1919 he was a member of the British 
delegation to the Versailles Peace Treaty Conference. He resigned 
in disagreement over the large war reparations demanded from 
Germany. He writes The Economic Consequences of the Peace.

• He wrote several articles and published Treatise on Probability
(1921) and Tract on Monetary Reform in 1923.

• He becomes chairman of the board of an insurance company and 
trades on the stock exchange.

• In 1925 he marries the first ballerina of the Russian ballet Lydia 
Lopokova.

• In 1925 he writes The Economic Consequences of Mr. Churchill, 
against Britain's entry into the Gold Standard.
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John Maynard Keynes (1883–1946) 

Jan Christian Smuts; John Maynard Keynes, 
Baron Keynes, by Unknown photographer
bromide print, 1933, NPG
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 

Lydia Lopokova, (Ли́дия 
Васи́льевна Лопухо́ва; 
1892 –1981) 

John Maynard Keynes, Baron Keynes; 
Lydia Lopokova
by William Roberts
oil on canvas, signed 1932, NPG

by Walter Benington, for Elliott 
& Fry, vintage print, 1920s, NPG
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John Maynard Keynes (1883–1946) 
• In 1930 and 1936, he published the two works that established him as a 

theoretical economist: the Treatise on Money and the General Theory of 
Employment, Interest and Money.

• He writes several provocative essays collected in Essays in Persuasion (1931), and 
a series of biographical essays in Essays in Biography (1933).

• In 1936 Keynes inaugurated the Arts Theatre in Cambridge.
• The following year a heart attack forces him to cut back his production. In 1940 he 

is appointed Counselor to the Treasury and plunges again into the problems of 
war finance by negotiating war loans with the United States.

• In 1941 he becomes a member of the Board of the Bank of England. In 1942 he 
becomes a Lord with the title of Baron of Tilton. During the war he had already 
begun to prepare plans for the reform of the post-war international financial 
order.

• In July 1944 he played a leading role at the Bretton Woods Conference, although 
the final role was played by the U.S., and the final plan reflected the views of the 
US delegate Harry Dexter White.

• A subsequent heart attack at his cottage in Tilton, Sussex on 21 April 1946 led to 
his death.
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 



75NJ Theocarakis UoA: After the consolidation of neoclassical economics: Schumpeter, Keynes, Kalecki 

John Maynard Keynes (1883–1946) 
The Collected Writings of John Maynard Keynes, Editors: Elizabeth Johnson, 
Donald Moggridge, Austin Robinson, 1971- (Royal Economic Society)
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John Maynard Keynes (1883–1946) 

John Maynard Keynes (right) and Harry 
Dexter White at the inaugural meeting of 
the International Monetary Fund's Board 
of Governors in Savannah, Georgia, U.S., 
8 March 1946
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John Maynard Keynes (1883–1946) 

Rational theory of probability
Probability and "Weight of argument“

Numerical value of probability
3 types
1. It is possible to assign  probability a 
number between 0 and 1.
2. It is possible to rank events from 
most unlikely to most likely
3. It is not possible to say anything.

We resort to conventional behaviour
and align ourselves with the majority 
(expectations)
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
The analytical structure of the General Theory 
rested on three pillars
1.The concept of effective demand
2.The mechanism of the multiplier; and
3.The theory of the interest rate.
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John Maynard Keynes (1883–1946) 

Roncaglia, Wealth of Ideas

Effective demand
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John Maynard Keynes (1883–1946) 

Effective demand
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John Maynard Keynes (1883–1946) 

Effective demand
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John Maynard Keynes (1883–1946) 

Effective demand
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John Maynard Keynes (1883–1946) 
Multiplier (Alvin Hansen, A Guide to Keynes, 1953)

C=C0+cY
Y=I+C=I+C0+cY

Y=(1/1-c)[C0+I]

ΔY=(1/1-c)ΔI

Role of Public Expenditure

R. F. Kahn, 1931. ‘The relation of home 
investment to unemployment’, Economic
Journal 41: 173–98
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
.

Marginal efficiency of capital schedule
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John Maynard Keynes (1883–1946) 
.
Marginal efficiency of capital schedule
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I=Investment
i=rate of interest
r=MEC
F=MEC schedule
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 

Statues of the two symbolic beasts of finance, the bear and 
the bull, in front of the Frankfurt Stock Exchange.
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
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Liquidity trap

John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 
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John Maynard Keynes (1883–1946) 

J. R. Hicks (1937) “Mr. Keynes and the "Classics"; A Suggested Interpretation”, 
Econometrica, 5 (2), pp. 147-159

Sir John Richard Hicks 
(1904–1989) 
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Michał Kalecki (1899–1970) 
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Michał Kalecki (1899–1970) 

Centrality of distribution of income

Non-competitive framework of price determination
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Michał Kalecki (1899–1970) 

Essays in the Theory of 
Economic Fluctuations, Allen & 
Unwin 1939

Selected Essays on the Dynamics 
of the Capitalist Economy 1933–
1970, Cambridge UP, 1971
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Michał Kalecki (1899–1970) 

7 volumes
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Michał Kalecki (1899–1970) 

Y=National Income
C=Consumption
I = Investment
W=Wage Bill
P=Level of Profits
𝑐𝑐𝑝𝑝=Capitalists propensity to consume
Workers’ propensity to consume = 1
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Michał Kalecki (1899–1970) 

�𝐼𝐼 + 𝑊𝑊 + 𝑐𝑐𝑝𝑝𝑃𝑃 = 𝑌𝑌
𝑊𝑊 = 𝑌𝑌 − 𝑃𝑃

⇒

𝐼𝐼 + 𝑌𝑌 − 𝑃𝑃 + 𝑐𝑐𝑝𝑝𝑃𝑃 = 𝑌𝑌 ⇒
𝐼𝐼 + 𝑌𝑌 − 1 − 𝑐𝑐𝑝𝑝 𝑃𝑃 = 𝑌𝑌 ⇒

𝑃𝑃 =
𝐼𝐼

1 − 𝑐𝑐𝑝𝑝
Profit equation
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Michał Kalecki (1899–1970) 

Bowley’s Law (1937): Wage share of national 
income constant through time. 

q=P/Y
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Michał Kalecki (1899–1970) 
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Michał Kalecki (1899–1970) 

Screpanti & Zamagni, Outline
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Michał Kalecki (1899–1970) 
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Michał Kalecki (1899–1970) 
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Michał Kalecki (1899–1970) 



110NJ Theocarakis UoA: After the consolidation of neoclassical economics: Schumpeter, Keynes, Kalecki 

Michał Kalecki (1899–1970) 
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Michał Kalecki (1899–1970) 
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