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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

• Boisguilbert

• Vauban

• Law

• Cantillon

• Bernoulli
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Contents

• Physiocrats
• Quesnay (Tableau économique)

• Mirabeau

• Dupont de Nemours

• De la Riviere, Baudeau, Le Trosne.

• Turgot

• Galiani
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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)



20From mercantilism to classical political economy

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)

https://www.nfb.ca/film/john_law_and_the_mississippi_bubble
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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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Daniel Bernoulli (1700-1782)
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Daniel Bernoulli (1700-1782)

1

2 1 1 ... 1 ...
2

k

k
k

∞

=

= + + + + = ∞∑

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
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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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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)
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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)
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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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François Arouet (Voltaire)  (1694 – 1778)
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End of Lecture
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