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PREMISES, OBJECTIVES, AND APPROACHES OF 


POLITICAL ECONOMY:


THE NEED FOR AN INTEGRATED MODEL








INTRODUCTION 





	At first there was economics (from oekonomia, which means “the rule of the house-hold”, or, in more general terms, the management of the estate�. This is how Aristotle, Plato and Aquinas primarily conceived of this subject). Then, by the 17th century, with the rise of Mercantilism, it was becoming looked upon as political economy with the nation as the geo-political locus of the economy. The 17th-18th centuries were marked by the emergence of markets in the modern sense - labor, capital, and land markets, among others, and the emergence of nascent capitalism - a system of organization of the economy which would lead to rapid changes in the world as we know it, on a scale unthought of before. The discovery by Adam Smith of the optimality of theoretically perfectly competitive free markets and the role of free trade became an analytical discovery of the first magnitude of this period. But there also existed at the same time, a deep interest in the role of government and the way the various forms of government and participation by people would impact on the economy. Distributional questions were brought to the fore, particularly in the works of Ricardo and Marx. 





	The breadth of vision of thinkers in this period persisted for over two centuries, when, after the ‘marginalist revolution’, the discipline began to narrow itself down. “The rejection of the labour theory of value of classical political economy and its replacement by the marginal utility theory became one of the cornerstones of modern economic analysis”(Gamble: 77). Somewhere at this point - around the 1870s - , economics began to consider itself as a separate discipline when Marshall offered a dual definition: “Political Economy or Economics is a study of mankind in the ordinary business of life”�. One of the first books to claim that it was studying economics (as distinguished from political economy) was the Austrian, Karl Menger’s, book -  Principles of Economics -  published in 1871. 





	Today economics primarily studies the allocation of scarce resources among alternative end uses. Distributional questions which necessarily deal with relative power between human beings, have been largely abandoned. One way of determining what economics means today is to analyze what is being honored by the Nobel Memorial Prize in Economic Science. Even a cursory analysis shows that the bulk of economics today is neo-classical (Samuelson, Solow, Becker, Arrow, Debreu, Harsanyi, Lucas), following the traditions of Marshall. Some of these economists have merged features of classical economics with the neo-classical model - and call themselves as New Classicals. Others, who have begun to consider organizational characteristics of economies, call themselves Institutionalists. Then there are the Public Choice theorists - who call their study the New Political Economy, and so on. The basic conception underlying these fairly diverse approaches is the belief that simple self-interest - as variously applied or defined in different situations, operating through the calculus of utility maximization, can explain human behavior. Such “economic” thinking has been extended in the past few decades with varying degrees of success, into areas such as the family (Becker, 1981), culture (Grief, 1994), politics (Buchanan, Olson, Tullock, Meltzer), institutions (North, 1991) and even to religion (Iannaccone, 1996).





	As economics has developed on the basis of its mathematically precise and “perfect” models - which are taken as the benchmark against which a real economy is compared - many contradictions, and issues inexplicable by the neo-classical paradigm have been exposed. Many economic and social problems which beset the world perhaps arise from factors which the neo-classical model does not even consider. Values, power, and the consequent “politics” of ideology, seem to play a far greater role in real life than the neo-classical model admits. Therefore, in the last three decades, economists have realized the necessity of reverting to the much broader canvas that their discipline sprang from.





	In this paper, we shall analyze, as the title suggests, the premises, objectives, and approaches of political economy. Political economy is both a very old discipline as well as a very new one. Section I deals with this comeback or revival of political economy. Section II deals with the diverse definitions of political economy. In Section III, we consider the premises of political economy, in particular, the different assumptions of human behavior in various models of political economy. Being scientific does not preclude having different assumptions, each leading logically to its own conclusions. The Popperian theory of science requires a systematic cumulative accretion of scientific knowledge. The Kuhnian theory�, on the other hand, allows for opposing and conflicting social science paradigms. Kuhn does not reject “as less scientific the paradigms of the past” - and this permits the acceptance of “each of the conflicting contemporary social science paradigms as legitimate” (Gareau:2) Political economy as a science, in particular, is rather fluid, with different assumptions leading to a surfeit of streams of thought meandering along their independent searches. 





	Section IV deals with objectives which political economy seeks to achieve, or the conception of what are the essential political and economic structures and means necessary for human happiness and progress. We observe that a wide diversity of opinion is found on such matters. One of the reasons for this is that political economy is a meeting ground for the heterogeneous dissent emerging from economics. Another reason - more crucial - is that the domains of human interaction admissible in this discipline are themselves extremely diverse. It is not merely the traditional political nor the economic arenas that are being considered here - but the family, society, culture, religion, etc., and the inter-relationship of each of these aspects with the other. Therefore it becomes ever more difficult to state any universally agreed upon set of objectives for the discipline. In Section V we discuss the limitations in the achievement of these objectives, and whether these objectives can ever be achieved.  We finally consider, very briefly, in the light of this discussion, the need for a minimalist approach to integration of the discipline - whereby a  basic functional structure for such integration can possibly be worked out.





I


WHY POLITICAL ECONOMY?





	Why do we need political economy? What are the issues which are not addressed with sufficient rigor or clarity in the existing social sciences that require the merger of the branches of more than one discipline into another new one - as is happening in the case of political economy. The answer to this question would necessarily be multi-pronged. No single explanation would be adequate to describe the disenchantment of economists, political scientists, and others, with the limitations imposed by the standard paradigms or definitions of their own separate disciplines. Some of the basic explanations are outlined below. 





1.	Conditions of the “pure” neo-classical model have never existed: There are many reasons to believe that the condition envisaged by the neo-classical model have never existed. The neo-classical model would never be able to explain why a common entity like a nation ever came into existence, because it assumes free markets and free trade. That would imply, among other things, free markets in labor, which we know has never existed. The neo-classical paradigm, to be an integrated whole (e.g., if we were to entertain models such as the capital asset pricing model) requires a complete set of Arrow-Debreau contracts (Magill and Quinzii:23). This completeness - even in the financial markets, is nowhere to be found. 





	Then there is the famous Edgeworth box diagram, representing a purely voluntary exchange between two individuals with perfect knowledge. The reality is that it is in very rare situations that perfect voluntary transactions occur and perfect knowledge hardly ever exists (Akerlof, 1970). As Marx pointed out� , the first hundred years of capitalism were marked by the extraction of far greater output from workers than they were paid for -  they were made to work for as much as 16 1/2 hours per day. And there was nothing voluntary about it, though there was no direct slavery involved in most cases. The workers had to work merely in order to survive, since they were in any case paid a subsistence wage which in turn was governed by the existence of the “reserve army of unemployed”. Voluntary exchange also implies perfect equality of rights and opportunity, and the freedom to transact. This, again, we know, has always remained a myth. Slavery was prevalent well into the era of capitalism, and even today, many freedoms do not exist in most parts of the world. Equality of opportunity which has hardly ever existed perfectly. And then there is the associated question of “fair” equality of opportunity, since equality of opportunity among those unequally endowed is not equality in the true sense of the word. 





	Other pertinent issues arise regarding the neo-classical assumptions, for example, the assumption of local non-satiation (or greed) which drives people to maximize or economize. But people are not straight maximizers, reaching for the feasible limits of greed. People usually stop somewhere before they truly maximize, as evidenced by the general opprobrium of people who are either too greedy or too miserly. People, instead, praise persons of an altruistic nature. The major philosophies and religions of the world have advocated the diminution of wants (i.e., satiation, as compared with non-satiation) as a solution to better living (e.g., the Saint model of Cook, 1991).





	Conservative economists hark back to the nineteenth century to refer to the conditions of competition existing there as representing a very close affinity to theoretical capitalism. But as Mattick points out, this “was the case merely of a temporary monopolization of industrial production and of the world market by a few nations, allowing them a vast and rapid accumulation of capital. Their monopolistic positions were often broken by extra-market means, such as state-subsidies, national protection, and warfare. Because it is not capital in the abstract which competes for the markets of the world, but definite national capitals, their economic rivalries take on the form of struggles for political power. ‘Strictly’ economic competition was only nationally possible, and even here it was never ‘pure’“ (Mattick: 133). 





2.	Failure of the neo-classical model: There remains a lot of human behavior and interaction that completely eludes the neo-classical paradigm. It cannot explain a large number of real-life phenomena. These include the paradox that nobody should ever vote, but a large number actually do (Downs, 1957); that in a one-shot prisoner’s dilemma game, the best policy is to defect but the reality is that people do cooperate a surprisingly large number of the time�, that people’s preferences change, while the neo-classical model (Becker, 1977) does not even consider this possibility. Another paradox is the emergence of leaders who take extreme risk to attempt to change the existing socio-economic order (Kuran:51). The strict neo-classical model models the government as an entity external to the economy which wastes the tax collected, and shocks are adduced as a prominent motivating factor in macroeconomic change� (Lucas, 1986). 





	Attempts by academic economists to present a cogent political model (e.g., by Milton Friedman,1962), have fared rather poorly because they ignore the subtleties of analysis which a political scientist can discern below the surface. For example, the neo-classical paradigm cannot explain many aspects of international trade such as the continued existence, even in the USA, of “imperfections” like embargoes, grouping among nations, and various other aspects of political or power relationships within nations. Political economists are however, able to explain the “real” phenomenon through the dependency theory: “economists ... have tended to ignore the political importance of institutions such as multinational corporations and banks which often dominate host countries. More broadly, [some�] political economists recognize the existence of world market systems and structures that serve the interests of some nations and groups at the expense of others, particularly insofar as they create relationships of dependency between the developing nations and the advanced centers of capitalism.” (Vig and Schier: 9).





	There are many other issues where the neo-classical model fails. For instance, it is impossible to define a public good (a concept which is assumed to be almost self-evident by neo-classical economics) in such a way that any particular good can be excluded (Wildavsky,1993). It is also empirically observed that people’s reaction to exactly the same situation differs if their environment changes or if their “mood” is modified. For example, the rate of defection in the prisoner’s dilemma game has been found to reduce considerably if the contestants have heard a heart-warming story about the generosity of some person over the radio, compared to the case when they have heard a radio account of a ghastly urban atrocity�.  An important failure, based on my own experience in the Indian bureaucracy, is that while the neo-classical model predicts that a bureaucrat, as a personal-welfare maximizer, would have an incentive to be corrupt (cheat) whenever the probability of his being caught for the misdemeanor is low, in actual reality, we still find that at least a majority of the bureaucrats continue to be honest, and that the concept of public service is still alive, despite their being paid very lowly and despite each of them handling millions of dollars of public funds or resources. A way out of the problem of utility was the revealed preference theory (Samuelson, 1938) where behavior was taken as the yardstick of utility, but as Kuran (1995) has shown�, the falsification of preferences can lead to a breakdown in the revealed preference theory. Values, emotions (Frank, 1988), power relations, changes in preferences, hiding ones preference in the face of fear - all these seem to escape the neo-classical paradigm.





	Even Hayek, a staunch conservative economist, finally felt: “though I still regard myself as mainly an economist, I have come to feel more and more that the answers to many of the pressing social questions of our time are to be found ultimately in the recognition of principles that lie outside the scope of technical economics” (Hayek: 3). And the staunch positivist, Milton Friedman, was ultimately forced to admit that “[t]here is no such thing as a purely economic issue” (cited in Clark: 3). 





3.	Values: The neo-classical paradigm has one major failure which seems to lie at the heart of the problems which many social scientists have with academic economics. While claiming to be “value-free” it is not at all value free - it merely represents one of the many set of possible values. As Stone and Harpham (1982:15-16) state, rather strongly, “For political economists concerned with cultivating .... a critical understanding, ‘value-free’ behavioral theory effectively stood for an elaborate justification of the existing system of power and privilege in the American political economy”.  





	Anyone reading Friedman’s Capitalism and Freedom will discern many places where the logic of the model is distorted (or even ignored) to derive implications which are purely a reflection of his own values�. Further research on the neo-classical paradigm has shown that democracy extracts welfare costs since the politician is always seen to be maximizing his votes at the time of the election (Cukierman and Meltzer:1991). This implies that the longer the delay to the elections, the more “optimal” is the result. In other words, the theoretical ideal would be to have no elections, ever, thus nullifying democracy altogether. Another interesting result by Arrow, shows that in representative democracy, majority decisions do not always lead to a consistent collective preference ordering (Doel and Velthoven:93), which means that people will end up in cyclical decisions, choosing what most of them did not want in the first place�. Thus, the model’s implications are ignored by Friedman to bring in his personal value judgments�.





	Even on the issue of freedom, Friedman’s analysis seems to have got bogged down by a personal need to impose his values on the society, rather than a rigorous derivation from the positive neo-classical paradigm which he is starting from. Thus, when he requires that the freedom of speech be accorded only to those “who are willing to practice self-control, for otherwise freedom degenerates into license and irresponsibility”(p.18), it is not clear: who is to determine where the line is drawn between license and irresponsibility, and in any case, from which aspect of the neo-classical theory did this statement arise, in the first place? Values will come into focus in such matters, and without defining one’s basic principles of justice or fairness�, we are left at the mercy of the fickle and personal interpretations of the policy-maker. In any case, it is obvious by now that the positive philosophy of Friedman (i.e., the defense of the neo-classical paradigm on the “as-if” principle), merely represents one set of values among many.





 	On the other hand, the classical political economists were well aware of the role their values, and recognized that "there was no escape from the problem of values for research that raised important questions about the world” (Stone and Harpham:14). It is this recognition that is driving the revival of political economy, as disillusionment sets in with the contradictory claims and achievements of the allegedly “value-free” neo-classical paradigm.





4.	Dissenting economic opinions: 	The neo-classical economic paradigm is able to bring explanations only very approximately close to the reality. It is useful to the extent that it sets a theoretical benchmark against which to evaluate real-life. There is a tendency within economics to patch up the gap through the introduction of the competing model of bounded rationality (Simon, 1983), or of social utility (Margolis, 1982), or moral utility (Etzioni, 1988) or of power (Bartlett, 1989). However, no one has attempted to integrate these concepts together and see where this leads to. In partial recognition of the issues involved, public choice theorists have accepted that the economics paradigm has to shift outward to embrace politics, and are now calling their study, political economy, as evidenced by recent books �.





	But this patching up of gaps has not been seen as satisfactory by a large number of economists who can be thought of as dissidents from the mainstream of academic economics. Power has many, many more ramifications than Bartlett has been able to incorporate (e.g., Galbraith, 1983,  Bowles and Gintis,1986). Schumpeter has incorporated the role of an irrational human being (the entrepreneur�) as the motivating force behind the capitalist economy. Schumacher (1973) modeled an economy where principles of neoclassical utility maximization are turned on their head, following Buddha and Gandhi. In his model, less is more, and small is beautiful.  





	Such dissidence has multiplied manifold in the past few decades, even as the neo-classical paradigm of free-markets attempted to spread out boldly over the world, overcoming central planning models on the way�. The dissent - not so surprisingly - is very often tinged with the same “leftist” ideology which has been politically overcome. “Over the past twenty years or so, there has been a remarkable resurgency of the ideologically left, theoretically heteredox segment of academic economics in the United States. Loosely identified as “political economy,” the ideas of this segment of economists have had an influence that nearly any observer of academic economics would surely have believed to be impossible thirty years ago” (Hunt, 1991: xv). 





	On this matter, while not denying that the political economy paradigms have tended toward ideological left, it does not imply that most of these theorists are neo-Marxist. There exists an alternative, very powerful and influential, largely liberal paradigm, which has its roots in non-Marxist beginning with Aristotle, Plato, Aquinas, through Hobbes, Rousseau, Locke, Hegel, James Mill, and so on. One can see the influence of liberal thought starting from The Theory of Moral Sentiments by Adam Smith to the much wider liberalism of J.S.Mill and his successors such as Thomas Hill Green, Leonard T. Hobhouse, A.D.Lindsay, Earnest Barker, John Dewey and R.M.MacIver. These models are very different from the neo-classical in that they take into account not only the form the economy must take, but also the form of government and its role. Recent liberal thinkers such as Robert Nozick and John Rawls have further advanced the non-Marxist political economy paradigms. �


	Thus, there has been tendency in the past three decades to tie together these old and new approaches to political economy, both Marxist and non-Marxist, and to disentangle the discipline from the narrow confines of economics. For these thinkers, such as “Marx, ... Smith and Mill, the study of political economy did not confine itself to an analysis of the circulation of commodities in the marketplace. It focused rather on the nature and dynamics of the mode of production found in a capitalist society and its relation to the legal and political superstructure as well as the forms of social consciousness that arise out of it” (Stone and Harpham:12-13). McLean (1991:759) has commented: “Smith, Malthus, Ricardo and Marx all saw that politics and economics are inseparable. Much recent work on the boundaries of politics and economics amounts to a rediscovery of Smith (or Marx, or Condorcet) ... When economists learn to treat the polity with the same sophistication as the economy, social science may regain its eighteenth-century coherence.”





5.	Thrust from other social sciences towards economic analysis: Many bordering social sciences have also in the meanwhile begun to find that an absence of economic analysis was leading them astray from a rigorous conception of human behavior. “The revival of political economy ... represented a way to escape the particularistic concerns of such areas of study as political socialization, voting, public administration, or political parties as a means of focusing attention on the importance of such economic factors as recession, depression, stagflation, and productivity to the development of democratic political institutions and democratic decision making in the modern world” (Stone and Harpham: 14). Thus it was not only in economics but in other social sciences that thinkers were feeling constrained by the fragmented perspective of their respective disciplines.


	


	It also appears that political economy has got its impetus from those who prefer to conceptualize about a holistic picture of human beings - wherein the social and political behavior is considered simultaneously with economic behavior. Evolutionary psychologists have shown that human beings are born not only with a keen instinct for maximizing their self-interest but with a moral sense and with qualities such as commitment, loyalty, cooperation, altruism, sense of duty, and others (Wilson, 1993). Many economists and political scientists show how power relationships are involved in each and every aspect of human relations, including in the family (Bowles and Gintis, 1986). Feminists discuss the various forms of economic and other exploitation of women (Sterba, 1992, Part VI).  Thus there is a strong urge emanating from various social sciences to develop a coherent theory which would account for many of the gaps in each of the separate disciplines.





6.	Critical economic and social problems which need resolution: public policy: Another powerful reason for the revival of political economy “lies in the need to resolve critical economic problems that now threaten national and international social stability”(Vig and Schier:7). For example, the structural variables such as the degree of “pluralism” or “corporatism” in the society are now seen to be important in the operation of economies. Other factors include the size and strength of organized labor movements. None of these are admitted in the academic economic model. Political economy arose from the urgent need for policy research which none of the other disciplines, independently, could throw adequate light upon. 





	For these six, and for many other similar reasons, political economy has begun to blossom today, with inputs coming in from economics, evolutionary psychology, law, the philosophy of ethics, political science, sociology, psychology, public administration, and many others.





ii


Definitions of Political Economy 	





	Now that we have seen why political economy has been on the ascendant, the question arises whether this is a well-defined academic discipline or the mere Hyde Park or Boat Club� of  various well-established disciplines. We attempt to trace out some of the different definitions of political economy, and examine whether these definitions adequately define the problems in its domain, and prepare it for further advance in handling these problems. But we face a stumbling block at the very start: Caporaso and Levine rightly point out (1992:31) that “[i]t is not simply a matter of how we relate economics to politics, but of what we mean by the terms. How they are related follows from how we define and use them.” This seems to throw the subject into confusion at the very outset: if both politics and economics can be defined ideologically, then what hope is there of political economy achieving a commonly accepted definition? But we must perform this task of analysis, if only to confirm Caporaso and Levine’s implications. We classify these definitions in terms of their focus on various aspects:





1.	Economics centered approach: Though Milton Friedman himself recognized that there is nothing purely economic (cited in Section I, item 2, above), yet he went on to state, in his Nobel lecture that in future, economic theory “will have to treat at least some political phenomena not as  independent variables ... but as themselves determined by economic events as endogenous variables ... This stage will, I believe, be greatly influenced  ... by the application of economic analysis to political behaviour, a field in which the pioneering work has been done by Stigler and Becker as well as by Kenneth Arrow, Duncan Black, Anthony Downs, James Buchanan and Gordon Tullock and others.” (cited by Hargreaves-Heap and Hollis: 13). This is the New Political Economy approach�. “The Virginia School [comprising James Buchanan and Gordon Tullock] maintains that it is inconsistent to treat economic actors as rational utility maximizers while treating political actors - a subset of the same set of people - as something else. It proceeds to apply standard neoclassical microeconomic assumptions to political actors, with revealing and controversial consequences” (McLean:759).





2.	Inter-relation between economy and polity: Bruno Frey (1978)� believes that “Political Economy studies the interdependence between the economy and the polity of a country or countries”. According to Jones (1983:4), “the central issues are those concerning the relationship between the state, or its government, and the economy: what the relationship is, both generally and in particular cases; and, most critically, what that relationship ought to be”.





	According to Stone and Harpham (1982:16), “[o]ne of the most distinguishing characteristics of the revised study of political economy is that it centers on an analysis of the interface that evolves over time between economic process and political institutions. ... [A second characteristic is that] political economy embraces a holistic approach to the study of particular social, political, and economic problems. Political economists reject the idea that an effective understanding of society,  politics, or economics can be reached by investigating their properties in isolation from one another. They thus seek to integrate an understanding of ideology, the economy, social stratification, and the state into a coherent whole and to study particular problems in terms of this whole. Another revealing dimension of contemporary political economy is the attempt to understand the present as history. .. Perhaps .... the most controversial characteristic of the study of political economy is its concern over questions of value. [Stone then gives a very good list of such questions].”





3.	Policy-centered approach: According to Adam Smith, “Political oeconomy, considered as a branch of the science of the statesman or legislator, proposes two distinct objects: first, to provide a plentiful revenue or subsistence for the people, or more properly to enable them to provide such a revenue or subsistence for themselves; and secondly, to supply the state or commonwealth with a revenue sufficient for the public services. It proposes to enrich both the people and the sovereign” (Smith: 449). Plato was engrossed in the study of a similar question as Adam Smith, but in a narrower sense: “The first and chief of our needs is the provision of food for existence and life. The second is housing and the third is raiment and that sort of thing” (cited by Lutz and Lux:26). 





	Another policy oriented approach is Mishan (1982:19): “Political economy is the hold-all term for all economics directed towards appraising or prescribing general economic policies or specific economic proposals, irrespective of whether the statements rest ultimately on value judgments that are personal to the writer, or are common to a political group or are believed to be widely accepted by the community at large”. Vig and Schier (1985:7) similarly believe that “[p]olitical economy is oriented toward the ends as well as the means of public policy. It does not necessarily assume that diverse policy goals can be harmonized or even “traded off” in some optimal manner; political conflict is thus accepted as inevitable.” Another such approach: “According to Lionel Robbins, political economy is concerned with principles of public policy in the economic field and therefore with prescription rather than description”(Lionel Robbins, cited in Gamble: 64). “Robbins’ approach was shared by Joseph Schumpeter, who at the start of his History of Economic Analysis contrasted political economy with economic analysis. Political Economy was defined as ‘an exposition of a comprehensive set of economic policies that its author advocates on the strength of certain unifying normative principles, such as the principles of economic Liberalism, Socialism” (Schumpeter, cited in Gamble: 64).





	If we leave out the first of these approaches as a mere extension of standard academic economics, then the second and the third seem to have one thing in common: they consider the impact of the inter-relationships between politics and economics with an intent to prescribe certain theoretically sustainable policy guidelines, no matter how value-ridden this exercise might be. The discipline does, therefore, seem to be making at least some progress in defining its scope and domain, though, one must admit, its domain is extremely vast and encompasses areas which would occupy many scholars many lifetimes to even begin to fully comprehend: it has therefore possibly got the defect of being over-ambitious, if one could say so. Unfortunately, such width of scope is imperative if any sense is to be made of the trajectory emerging from the vast interactions of the billions of unequally endowed people on this earth with their diverse histories, cultures, religions, preferences and metapreferences.





iii


Assumptions of human behavior 





i)	Classical assumptions: 	Adam Smith, the founder of the Classical approach, believed that human behavior is driven both by benevolence as well as by self-interest: the former would lay the foundation of a social order:





“All the members of human society stand in need of each other’s assistance, and are likewise exposed to mutual injuries. Where the necessary assistance is reciprocally afforded from love, from gratitude, from friendship and esteem, the society flourishes and is happy. All the different members of it are bound together to one common centre of mutual good offices. 





Society, however, cannot subsist among those who are at all times ready to hurt and injure one another. The moment that injury begins, the moment that mutual resentment and animosity takes place, all the bands of it are broken asunder, and the different members of which it consisted, are, as it were, dissipated and scattered abroad by the violence and opposition of their discordant affections” (Smith, cited in Lutz, Lux: 28) . 





This assumption of human behavior is therefore both altruistic and selfish. Later followers of Smith, such as Mill, recognized this to an even greater extent. “Mill explicitly recognized that altruistic or non-selfish motives were a necessary and real part of human nature” (Lutz and Lux: 32). Marx, while implicitly recognizing these assumptions, added another one, that human beings are power seekers and maximizers, and will exploit others if it serves their self-interest. This brought the classical model of the labor theory of value to its most realistic phase.





ii)	Neo-classical assumptions:  The assumptions of the neo-classical approach are that preferences are well-defined, complete, asymmetric, transitive, locally non-satiable, and unchanging. The origin of these  preferences is of no concern to the economist, who takes the preferences as given. The model then converts these preferences into a utility function. The individual is then assumed to maximize his utility, subject to the constraints. The interaction between individuals is based on voluntary, non-intrusive�, self-interest. The thesis of political economy is that these assumptions are not good enough to depict a good model of reality. There are areas where the self-interest of one individual overpowers the self-interest of the other/s; other areas where an individual deliberately forgoes his “self-interest,” even his life, in the interest of others. Further, if the neo-classical assumptions are carried to their extreme, there would be no bar to stealing, cheating, or even killing others, in case it furthered the self-interest of the individual. 





	Now, assumptions need not duplicate reality, as long as the model built upon them is able to simulate reality to a satisfactory extent. For example, in physics, while modeling the solar system, the earth is often taken to be a simple point with a certain mass: this yields excellent predictions of actual movements in the solar system. Additionally, assumptions made must be as parsimonious as possible. Therefore at times the neo-classical model assumes that people live forever. One can have no objection to this provided the model ultimately simulates reality. However, as Hirschman (1986) has pointed out, parsimony cannot be taken to extremes if it narrows our understanding.





iii) 	Modified assumptions in the neo-classical model: The above assumptions are being expanded by incorporating bounded rationality (Simon), morality (Etzioni), power (Bartlett), social utility (Margolis), and opportunistic behavior (Magill and Quinzii,1995). Bounded rationality recognizes that people cannot maximize even if they want to, as they do not possess adequate calculating capabilities. Therefore, the Bellman equation, so happily modeled by positivist economists, is actually quite insoluble. The problem with these ingenious expansions of the standard economic paradigm is that each of these models is only partially true, but is not true “wholly.” There are substantial disagreements within the “modified” assumptions also. For example, while Bartlett did incorporate some form of power, views such as that of Coase (1937) completely disdain such considerations, on the ground that power relationships which exist within firms, or within a family or in a school or a religious group, are not “intrinsically political.” Instead, they believe that “[p]olitics is not identical to all relations of power and domination” (Caporaso and Levine: 179).





iv)	Modern assumptions: The model of many political economists does not merely accept power of a simplistic kind as offered by Bartlett. For example, Galbraith (1978, 1983) has a three-pronged analysis of this assumption of power in human behavior: condign, compensatory and conditioned. Condign power is similar to “raw” power or physical force. Compensatory is the power to move people through various forms of rewards, pecuniary being the primary one. Conditioned power is a form of implicit conditioning of human behavior which arises from persuasion, education or commitment. A “civilized” world seems to be characterized by greater use of the velvet glove (compensatory, conditioned power) than the iron fist (condign power), but a combination of these probably exists in many situations. He then shows that behind these forms of power are three sources of power - personality, property, and organization. Of these three, organization has gained immensely in terms of power in the modern world. There are many other distinct and complex interpretations of power, which elude the simple modified neo-classical paradigm.





	Other inputs are obtained from disciplines such as evolutionary psychology, where we learn how the human mind is actually a segmented mind with hard-wiring and pre-programmed sub-routines (Barkow, et al, 1992; Johansson, 1988). This implies that human beings can hold contrary views and  preferences on any given subject (Schelling, 1984). We are thus more irrational than rational. Bounded rationality takes the form of judgmental heuristics (Kahneman, et al, 1982; Nisbett and Ross, 1980). Values, or metapreferences, viz., ordering over preferences, are recognized to exist. Preferences and values are not assumed to be unchanging (contrary to Becker, 1977). Altruism actually exists, though much of it is driven by selfishness too (Tullock, 1971). It is also recognized that human beings seek greater things than mere “utility.” For example, they seek self-actualization (cf. Maslow’s hierarchy of needs), or wisdom, or learning. They make commitments and are trust-worthy, much of the time. 





	The assumptions of political economy thus go far beyond the neo-classical. They seek to incorporate as the classical assumptions as well as the modern assumptions. Men are not merely economic beings, but also social and political beings. Additionally, they have a history. The political economy model is clearly far richer than the neo-classical in its foundation, and therefore is in a position to explain, and perhaps predict, a far greater variety of events and outcomes than the academic economics model. 





iv


Objectives of Political Economy 








	Any discipline claiming to have scientific interests must ultimately try to work out at least a basic set of issues on which agreement can be found. Economics still is the queen of the social sciences, if one looks at the coherence and level of agreement in the discipline. A survey by Knorr (cited at Gareau: 29) found that as many as 33.7% of economists agreed upon questions regarding the most generally accepted theories, techniques and methods used in the discipline, compared to a low agreement rate of only 10.5% within political scientists. In the case of political economy, one doubts today whether even the low figure of 10% - achieved by political science, would be achievable, given the state of the heterogeneity of the discipline today. 





	Political economy is in certain ways a mature discipline. There are no “sacred cows” here, no rigidity among most thinkers, nor any sense of having discovered the only way to the truth. In keeping with the normative character of political economy, there exist widely divergent objectives which various approaches of political economy then attempt to achieve.





i)	Objectives of neo-classical economics: Economics primarily claims to be a positive science - with no objective, in principle, other than accretion of knowledge. Even simple, and perhaps obvious - economic objectives, such as provision of a minimum subsistence to the entire human population, are not considered. There is, on the other hand, an obsession with achieving efficiency in the form of Pareto optimality - a strange welfare concept, according to which the only thing which matters is that all parties to an exchange must be made better off without making anyone else worse off. According to this, the relative gain by two parties to an exchange is not material. Every competitive equilibrium is Pareto optimal, and every moment in time in a theoretical economy is a competitive equilibrium; hence, every point in time (in a strictly competitive economy) is a “best” solution. Very few people except theoretical economists would perhaps agree to this criterion. 





	In reality, perfect competition just does not exist�, and through conditioned, if not condign power, it is not only possible - but a common feature of life, to enforce a grossly unequal exchange,  including exchange which give one party a utility gain, while giving the other a utility loss. Aristotle spoke of equality in exchange (in Sterba :212) as a criterion for justice, but even in so-called free markets, various strategies are used by advertisers, and even by cheaters and frauds, to force an unequal exchange. Similarly, one can ask, is the exchange, on the Edgeworth box pattern, of the endowment of labor power of  a poor person with the money of a rich person, equitable, or voluntary, or in any way free of exploitation? As a corollary to this, neo-classical economists generally advocate� pure capitalism is the best of all systems. 





	Another typical objective of the neo-classical position today is a democratic representative form of government. But we find that democracy does not flow naturally from the neo-classical paradigm. Democracy was never an original concept ingrained in capitalism, but was developed instead by the radical efforts of Chartists� and Utopian Socialists, among the latter of whom Heilbroner (1967) includes J.S.Mill. Each of these was actually reacting to the inequalities engendered by the capitalist system itself. The invisible hand of Adam Smith had not worked the way Smith had envisaged it would ultimately work (cf. Theory of Moral Sentiments, wherein Adam Smith had emphasized that the ultimate action of the invisible hand would be to create perfect equality�). Despite the intensely iniquitous mode of functioning of the capitalist system, with innumerable problems in reconciling the neo-classical model with democracy�, pluralist democracy is advocated by most economists as a hand-maiden of capitalism.





ii)	Objectives of political economy: In comparison to the standard neo-classical, here, there are a great many objectives which are considered. In many of these objectives we recognize a dynamics which can lead the society either toward greater equality or to lesser equality. Among the objectives leading the society toward inequality are: efficiency (which is primarily neo-classical), maximizing self-interested utility (cf. the individualism and utilitarianism of Bentham), ensuring the right to property and other natural rights (cf. Locke), ensuring capitalism, in particular, free-markets and free trade (cf. Adam Smith), promoting entrepreneurship (cf. Schumpeter), promoting merit and aristocracy (cf. Aristotle), bringing about social order through a Leviathan (cf. Hobbes), liberty (cf. J.S. Mill), promoting a managerial/ elitist/ corporatist perspective on democracy and government, ensuring capital accumulation and hence growth (cf. Adam Smith, Solow), and so on. 


	


	On the other hand, there are many other objectives which tend to take the society toward greater equality. These include fraternity through collective action (cf. Toqueville, Putnam), freedom (cf. Milton Friedman), re-distribution of power (cf. Bowles and Gintis), bringing about social order through a social contract (cf.Rousseau), pluralist democracy (cf. polyarchy of  Dahl and Lindblom), justice (cf. Aristotle with his discussion on equality), subsistence for all people (cf. Adam Smith, development economics), the Saint paradigm of want reduction by the rich (cf. Schumacher and Gandhi), etc.


	


	The distinction drawn above between two sets of objectives is however, not very strict, and it is possible for the tendency of any one of these to change, e.g., it is possible both for liberty and capitalism to lead to greater equality in certain favorable conditions. On the other hand, it is possible even for the Saint paradigm to lead to inequality through pacifism toward the despot (Cook:132).





	It will not be possible here to attempt to discuss these various objectives or the approaches deriving from them. But as one looks at the diversity of conceptualization and opinion on these aspects, it becomes obvious that there is a far greater scope for discussion on the ends of human society than academic economics admit to. The basic, unresolved issue, running through such discussion, would be whether a consensus on a “single and unitary, albeit complex, conception of the human good” (MacIntyre, in Sterba: 245) can ever be obtained. Communitarian theorists of justice believe that such a common good is actually possible to define. Finnis (1980) is one of those who has attempted to lay down principles for the common good. It is true that there have developed in each society, common cultural concepts, and that there is always a common bedrock of the legal-political system, based on a consensus on particular objectives for the society, but within this framework, the details in every individual’s mind are filled in differently. We can illustrate with the American society. It cannot be denied that there do exist basic objectives defined in the Declaration of Independence, such as life, liberty, and the pursuit of happiness. In pursuit of these objectives, even forms of government are not considered sacrosanct, and “whenever the Form of Government becomes destructive to these ends, it is the Right of the People to alter or to abolish it.”  Further, the entire society has a legal-political system in which justice is sought to be achieved through a process of social thinking and consensus. But this consensus on broad issues has not prevented extremely divergent opinions and debates on the specifics, such as on the right to life (e.g,. debates on abortion, capital punishment).





	We are still far away from perfecting the concept of the common good. One suspects, however, these objectives will ultimately be dependent, nevertheless, on each political economist’s personal values and views. This cannot be a valid criticism of the discipline, however, because in a society comprised of human beings, each of whom is value-laden, the outcomes cannot be expected to be value-free. 





	A good example of the complexity of issues involved, and the inevitable role of the personal opinion of the political economist is seen in this excellent passage on J.S.Mill from Blaug (1985:220). Mill disparaged theory for its own sake: “just as Marshall, with his genius for pure theory and his competence in mathematics, spoke disparagingly of abstract analysis and mathematical economics, so Mill, with all his flair for theoretical work, told a friend: ‘I regard the purely abstract investigation of political economy ... as of very minor importance compared to the great practical questions which the progress of democracy and the spread of socialist opinion are pressing on.’ Despite his sympathetic treatment of socialist argument, however, he was no socialist. Indeed, he is a perfect example of what we mean when we call someone a ‘classical liberal.’ The social ills he saw around him, he attributed not to private ownership of the means of production, as a socialist would, but to the untrammeled exercise of private property rights. He did say  that ‘laissez faire should be the general practice; every departure from it, unless required by some greater good, is a certain evil,’ but he was perfectly  willing to advocate and did advocate piecemeal collective action in the interest of ‘some greater good” (Blaug: 220). This shows how the theory of a political economist can merge with his or her private observations and opinions, to yield a potent combination of policy-oriented views. But precisely because of the complexity of issues involved and the layers of  ignorance and abstraction which cloak the actual explanations of the working of the system, it will never be possible for everyone to agree to any one set of objectives, or to the common good of the society. 





	One thing is clear, above all, that political economists are not content with mere construction of castles in the air, but seek to ground their discipline on objectives which are very real, and which synthesize many concerns which a student of human societies should have, no matter how challenging, difficult and almost impossible the task appears to be.





v


FEASIBILITY OF EVER ACHIEVING THESE OBJECTIVES 


	


	Assuming that one could somehow arrive at set of objectives for the economy and society which is acceptable to a substantial group of people, there are reasons - which are a cause of concern - to believe that these objectives can never be simultaneously achieved. This difficulty arises from two limitations: (1) the difficulty in understanding and achieving the ultimate implications of any single objective, and (2) the limitations arising from the conflict between two or more objectives. We discuss these limitations in the context of the “new” political economy, and political economy.





i)	Limitations within the “new” political economy framework: In this model, liberty and efficiency are the basic objectives. But if  liberty is good, then the means of achieving liberty should not be coercive. Unfortunately, as efficiency is sought through elimination of the free rider problems, and in the case of provision of public goods, through imposition of Pigovian and other taxes, the vigorous neo-classical defense of a voluntary market exchange gives way to non-voluntary transactions and coercion (van den Doel: 76). Further, Coase (1937) used the concept of minimization of transaction costs to show that it is actually more efficient to have a hierarchical authoritarian structure within an organization. Therefore, corporations become coercive, and governments become coercive. This is akin to the Hobbesian solution and leads to a democratic acceptance of coercion to coordinate the conflicting self-interests of members of a pluralistic society. This coercion as a solution goes clearly against the liberal principles of democracy  as defined by Dahl and Lindblom (1976:41), leading to tensions between democracy and the role of government in the non-market sector. Therefore, it appears that the objectives here are by their very nature, or dialectic, strictly un-achievable.





ii)	Limitations within the political economy framework: This framework, being more ambitious than the new political economy framework, suffers from even more complexities and puzzles. Let us take the simple case where, according to the communitarian view, expressed in Finnis, one may never do evil that good may come of it (Sterba:20). But this leads to situations where, according to other theorists, doing evil might result in good, e.g., when a) the evil is trivial, such as when we step on someone’s foot to get out of a crowded subway, or b) easily reparable, such as when we lie to a temporarily depressed friend to keep her from committing suicide, or c) sufficiently outweighed by the consequences of the action, as when the only way to prevent the shooting of 200 hostages were to be to shoot one of them.





	Another illustration would be the difficulty of reconciling democracy with various forms of power observed in society. The compromise (and this is just one of the many possible compromises) which is acceptable Dahl and Lindblom (1976) is called polyarchy, which allows the preferences of businesses and leaders to be weighted heavily compared to the common citizen, but uses competition to dissipate the negative consequences - of this excess weightage of the prominent -  for the society. This is more or less similar to the managerial view of democracy (Alford and Friedland,1985). Lindblom (1977) goes on to show the inevitable creation of socioeconomic classes even under the best conditions.





	These two illustrations show that even assuming that a large number of people were to agree to the concept of a common good, to impose this set of ideas inflexibly might actually hurt the interests of humanity more than to be flexible about it and to apply the ordinary rules of prudence or wisdom, depending on the sum of data, knowledge, techniques and humanism available at that point of time� . 


	


	Thus we see that there are inevitable conflicts which are going to arise between two or more objectives. When we discuss many objectives, there would be no one solution which would be optimal. There would have to be compromises at every level.  Equality versus efficiency, freedom versus government intervention in the supply of public goods, capitalism versus democracy: these, and more, are all ultimately irreconcilable objectives in the strict sense. But these are all weakly reconcilable. In a situational manner, it is possible for human kind to move toward a greater amount of the equalizing forces, overtaking the forces toward inequality. When we talk about equalizing forces, it is important to keep in mind that even if theoretical equality is achieved between all members of society, the problem of natural inequality, will remain. This refers to the inequality between a parent and child, of a more intelligent or a stronger person and the less intelligent or a weaker one, and so on . A Prime Minister’s son will never be treated the same as a common tailor’s son. Apart from this natural inequality, there will remain - for a very long time in the future - the man-made inequality of social order: a rich man will be more powerful than a poor one (generally speaking), a ruler (whether hereditary or elected) will be more powerful than the ruled, and so on. Lastly, even if perfect equality were achievable, the question would arise: is it desirable? If we were to drive away from the entrepreneur the incentive to grow richer on the basis of his or her innovation, technical innovation might itself disappear. Even simple things like learning will disappear if a student is able to gain all the advantages of a professional without earning them (e.g., if he is able to surgically operate on people without getting a degree).





	Therefore what can be reasonably sought for is that within the structure of inequality there should be greater regard for the rights of others, providing equality of opportunity in the most reasonable manner (e.g., if a blind man is provided ordinary books, it does not make him equal; he needs to be provided with Braille), the promotion of a greater sense of fraternity between peoples,  a conscious effort by all of us to diminish one’s natural prejudices, the development of a deeper understanding of the limitations of the human mind, and above all, a tolerance of the rights of others to their own opinion, as long as it does not physically infringe on one’s natural rights. There is a perhaps a lot of liberalism in this view, and it is open to many criticisms, but it appears to me, after examining many alternative viewpoints, that flexibility has to be retained - not only one’s own choices , but in giving others the right to choose their own ways of life. Therefore, even if theoretically irreconcilable, democracy and free markets have to be a first step, and even if these do not achieve perfect equality or efficiency, human beings would be happier on the whole than under alternative systems. It is quite possible that democracy will be able to counteract the ailments of capitalism and prevent its ultimate collapse, and that capitalism, in turn, will reinforce democracy, if only to keep itself running for a longer time.





CONCLUSION 





	The existence of political economy as a discipline today seems well-justified, and its  concerns well-articulated, but there does not seem to have been any serious effort to give a fundamental structure to the discipline - at least an outline of topics which are “discussable” within the discipline. Caporaso and Levine have produced an excellent book, but that deals only with the independent theories, and while it is a useful adjunct to the study of the discipline, it is not the kind of text-book (on the lines of the work of Johnson’s book on public choice) that is essential if the discipline is to grow. Such an integration of the discipline will have to be functional, namely, a discuss of the topics which define the domain of the discipline, such as the problems with the neo-classical model; the assumptions of various models; the role of values, power, and social consciousness; objectives of the discipline including the common good; justice and morality; institutions; capitalism; socialism; capitalism and democracy; role of the state; policy prescriptions; and so on. Today, most efforts have gone toward producing compendiums of readings. This has not helped in standardizing the discipline or in defining its domain, which are essential in order to distinguish it from the competing concerns of other disciplines like economics, political science and public administration. 





	Further, political economy does not seem to have yet developed a tradition of developing testable hypotheses. This is but natural given the complexities of the interactions of power, self-interest, and values in real life. But this makes it difficult, if not impossible, to even attempt to recommend any policy with a sense of academic certainty, and makes the entire discipline driven excessively by ideology. While it is true that there is ideology behind even the most positive approaches taken in any science, to avoid empiricism is not a sign of growth. The use of empirical methods to arbitrate between competing ideologies would actually be feasible in many cases. An integration of the discipline would need to endeavor to rise above ideology, by testing the outcomes of ideology. The objectives will have to be given a measure (such as the Lorenz curve for the distribution of income), and the outcomes of ideology, measured against this scale. Arguments which are accepted by more than one theory, or which are supported by empirical data, would carry then greater scientific weight. That is how the social science of psychology has progressed, and it is in the absence of this empiricism (and not the absence of support for basic arguments) that economics has floundered. 





	The integration must therefore, apart from functionally structuring the discipline, compare and contrast the achievements of capitalism versus other systems, correlate democracy with the economic progress, work out indicators of the quality of life which are better than the per capita income criterion used in economics, and otherwise show how the inter-relationship between family, society, economy and polity, actually works, so that we might come away from the study of the discipline, wiser as well as capable of prescribing policy. 












































REFERENCES:





Akerlof, G. (1970). “The Market for Lemons: Quality uncertainty and the market mechanism,” in Quarterly Journal of Economics, 89: 488-500.





Alford, Robert R. and Friedland, Roger (1985). Powers of Theory: Capitalism, the State and Democracy. Cambridge University Press. 





Barkow, Jerome H., Leda Cosmides, and John Tooby (eds.)(1992). The Adapted Mind: Evolutionary Psychology and the Generation of Culture. Oxford University Press, New York.





Bartlett, Randall (1989). Economics and Power: An Inquiry into Human Relations and Markets. Cambridge University Press.





Becker, Gary S. (1977)	. “De Gustibus non est disputandum,” in American Economic Review, 67 (1977): 76-90.





Becker, Gary S. (1981). A Treatise on the Family. Harvard University Press, Cambridge.





Blaug, Mark (1985). Economic Theory in Retrospect. 4th edn. Cambridge University Press. 





Bowles, Samuel and Herbert Gintis (1986). Democracy and Capitalism: Property, Community, and the Contradictions of Modern Social Thought. Basic Books, Inc., Publishers, New York.





Caporaso, James A. and Levine, David P. (1992). Theories of Political Economy. Cambridge University Press.





Clark, Barry (1991). Political Economy: A Comparative Approach. Praeger, New York.





Coase, R. (1937). “The Nature of the Firm,” in Econometrica.





Cook, Terrence E. (1991). The Great Alternatives of Social Thought: Aristocrat, Saint, Capitalist, Socialist. Rowman & Littlefield Publishers, Inc. 





Cukierman, Alex and Allan H.Meltzer (1991). “A Positive Theory of Discretionary Policy, the Cost of Democratic Government, and the Benefits of a Constitution,” in Meltzer, Allan H., Alex Cukierman and Scott F. Richard (1991). Political Economy. Oxford University Press, New York. 





Dahl, Robert A. and Lindblom, Charles E. (1976). Politics, Economics and Welfare: Planning and Politico-Economic Systems Resolved into Basic Social Processes. 2nd edition. The University of Chicago Press. 





Doel, Hans van den and Ben van Velthoven (1993). Democracy and Welfare Economics 2nd edition. Cambridge University Press.





Downs, Anthony (1957). An Economic Theory of Democracy. Harper & Row, New York.





Etzioni, Amitai (1988). The Moral Dimension: Toward a New Economics. Free Press, New York.





Finnis, John (1980). “The Basic Requirements of Practical Reasonableness,” from his own book, Natural Law and Natural Rights, in Sterba, James P. (1992). Justice: Alternative Political Perspectives. Wadsworth Publishing Company, Belmont, California.





Frank, Robert H. (1988). Passions Within Reason: The Strategic Role of the Emotions. W.W.Norton, New York. 





Frank, Robert H., Thomas Gilovich and Dennis T. Regan (1993). “Does Studying Economics Inhibit Cooperation?,” in Journal of Economic Perspectives, Vol. 7, No. 2, Spr. 1993: 159-171.	





Frey, B.S. (1978). Modern Political Economy. Wiley, New York.





Friedman, Milton (1962). Capitalism and Freedom. The University of Chicago Press, Chicago. 





Galbraith, John Kenneth (1978). The New Industrial State. Houghton Mifflin Company, Boston.





Galbraith, John Kenneth (1983). The Anatomy of Power. Houghton Mifflin Company, Boston.





Galbraith, John Kenneth (1987). Economics in Perspective: A Critical History. Houghton Mifflin Company, Boston.





Gamble, Andrew (1983). “Critical Political Economy” in Barry Jones, R.J. (1983).  Perspectives on Political Economy. St. Martin’s Press, New York.





Gareau, Frederick H. (1991). The Political Economy of the Social Sciences. Garland Publishing, Inc. New York.





Grief, Avner (1994). “Cultural Beliefs and the Organization of Society: A Historical and Theoretical Reflection on Collectivist and Individualist Societies,” in Journal of Political Economy, 102: 912-950





Hargreaves-Heap, Shaun and Hollis, Martin (1984). “Bread and Circumstances: The Need for Political Economy”, in Whynes, David K. (ed.) (1984). What is Political Economy? Eight Perspectives. Basil Blackwell.





Hayek, F.A.(1960). The Constitution of Liberty. Gateway Editions, Ltd. 





Hirschman, Albert O. (1982). “Against Parsimony: Three Easy Ways of Complicating Some Categories of Economic Discourse,” in his Rival Views of Market Society and Other Recent Essays. Viking, New York.





Hunt, E.K. (1991). “Introduction,” in Kanth, Rajani K. and E.K.Hunt (1991), Explorations in Political Economy: Essays in Criticism. Rowman & Littlefield Publishers, Inc., Maryland. 





Iannaconne, Laurence, and Roger Fiske (1996). “Deregulating Religion: Supply-Side Stories of Trends and Change in the Religious Marketplace,” in Economic Enquiry, forthcoming 1996.





Johansson, Sheila Ryan (1988). “The Computer Paradigm and the Role of Cultural Information in Social Systems,” in Historical Methods 21(1988):172-88.





Johnson, David B. (1991). Public Choice: An Introduction to the New Political Economy. Bristlecone Books.





Jones, R.J. Barry (1983).Perspectives on Political Economy. St. Martin’s Press, New York. 





Kahneman, Daniel, Paul Slovic, and Amos Tversky (eds.) (1982). Judgment Under Uncertainty: Heuristics and Biases. Cambridge University Press, Cambridge. 





Kuran, Timur (1995). Private Truths, Public Lies: The Social Consequences of Preference Falsification. Harvard University Press, Cambridge. 





Lindblom, Charles E. (1977). Politics and Markets: The World’s Political-Economic Systems. Basic Books, Inc., New York. 





Lucas, Jr., Robert E, (1986). Models of Business Cycles. Basil Blackwell, Oxford.





Lutz, Mark A. and Lux, Kenneth (1979), with an introduction by Kenneth Boulding. The Challenge of Humanistic Economics. The Benjamin/ Cummings Publishing Company, Inc.





MacIntyre, Alasdair (1990). “The Privatization of Good,” in Sterba, James P. (1992). Justice: Alternative Political Perspectives. Wadsworth Publishing Company, Belmont, California.





Magill, M. and Quinzii, M. (1995) (draft of Chptr 2 distributed in ECON 603 class in Spring, 1995). Theory of Incomplete Markets,Volume I. MIT Press (forthcoming).





Margolis, Howard (1982). Selfishness, Altruism, and Rationality: A Theory of Social Choice. Cambridge University Press, Cambridge. 





Marx, Karl (1967). Capital: A Critique of Political Economy. International Publishers, New York.





Mattick, Paul (1969). Marx and Keynes: The Limits of the Mixed Economy. Extending Horizons Books, Boston. 





McLean, Iain (1991). “Economics and Politics,” in Greenaway, David; Bleaney, Michael and Stewart, Ian (eds.). Companion to Contemporary Economic Thought. Routledge, London and New York.





Meltzer, Allan H., Alex Cukierman and Scott F. Richard (1991). Political Economy. Oxford University Press, New York. 





Mishan, E.J. (1982). What Political Economy is All About. Cambridge University Press, Cambridge. 





Nisbett, Richard and Lee Ross (1980). Human Inference: Strategies and Shortcomings of Human Judgment. Prentice-Hall, Englewood Cliffs, NJ. 





North, Douglass C. (1991). Institutions, Institutional Change and Economic Performance. Cambridge University Press. 





Samuelson, Paul (1938). “A Note on the Pure Theory of Consumer’s Behaviour,” in Economica, Feb.





Schelling, Thomas (1984). Choice and Consequence: Perspectives of an Errant Economist. Harvard University Press, Cambridge.





Schumacher, E.F. (1973). Small Is Beautiful: Economics as if People Mattered. Harper & Row, New York. 





Schumpeter, Joseph A. (1934, 1983). The Theory of Economic Development. Transaction Publishers, New Brunswick.





Simon, Herbert (1983). Reason in Human Affairs. Stanford University Press. 





Smith, Adam (1976, 1776). An Inquiry Into The Nature and Causes of The Wealth of Nations. The University of Chicago Press.





Sterba, James P. (1992). Justice: Alternative Political Perspectives. Wadsworth Publishing Company, Belmont, California.





Stone, Alan and Harpham, Edward J. (eds.) (1982). The Political Economy of Public Policy. Sage Publications, Beverly Hils.





Tullock, Gordon (1971). “The Charity of the Uncharitable,” in Western Economic Journal 9 (1971).





Vig, Norman J. and Steven E. Schier (eds) (1985). Political Economy in Western Democracies. Holmes and Meier, New York.





Wildavsky, Aaron (1993). “On the Social Construction of Distinctions: Risk, Rape, Public Goods, and Altruism,” in Michael Hechter, Lynn Nadel, and Richard E. Michod (editors) (1993), The Origin of Values. William Morrow.New York.





Wilson, James Q. (1993). The Moral Sense. The Free Press, New York.





� Lutz and Lux: 26.


� Alfred Marshall, Principles of Economics, 8th edition, Vol I, P.1, cited in Galbraith,1987.


� Kuhn, T.S. (1970). The Structure of Scientific Revolutions. Chicago University Press, Chicago. 


�in Chapter X in Vol. I of Capital.


�Frank, et al, 1993 found evidence of approximately a majority of the people cooperating while the neo-classical prediction is zero.


�which are then left as such, without further explanation. To the political economist, however, the analysis of the shock would hold great interest, as it would relate, in many instances, the power struggles going on globally and nationally, to the workings of economies thousands of miles away. 


�This is a neo-Marxian viewpoint, and we do not see any necessary coterminousity between the Marxian viewpoint and political economy as a discipline. 


�Experiment by Hornstein, LaKind, Frankel, and Manne (1975), cited in Richard Nisbett and Lee Ross (1980), Human Inference: Strategies and Shortcomings of Human  Judgment, Prentice-Hall, at p.37.


�citing, at p.256n42, the critique of G.Peter Penz (1986).


�For example, the implication that economic freedom leads to political freedom. After all, as MacPherson shows, this causality could well be reversed. 


�One, however, agrees with Johnson (1991:183), that “the real-world significance of the cyclical majority decreases as the number of voters increases”.


�We can absolve him of part of this “crime” by recognizing that much of the research cited above came in after Friedman had written his book.


�We know how complex this issue really is, as seen in the diversity of views in Sterba, 1992.


�e.g., Johnson,1991 and  Meltzer, et al., 1991. 


�Schumpeter, 1934, Chapter 2.


�This refers not only to the demise of  Communism in USSR, but also the capitalist modes of action by China and India, among others.


�These are public places for expressing dissent, in London and New Delhi, respectively.


�Also sometimes referred to as the Virginia School.


� cited in Vig and Schier:6.


�(the intrusion being in the life or preferences of others).


�discussed in Section I, item 1, above.


�We are referring to Milton Friedman’s Capitalism and Freedom here, again.


�Bowles and Gintis, 1986, Chapter 2.


�cited by Lutz and Lux, 1979, p.28.  


� We have referred to some of these issues in Section I, item 3, on values, above.


�This would be very similar approach to the policy maker as Kurt Lewin’s field theory in psychology.
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