
Political Economy for the 21st Century 

 

The challenge of talking about political economy for the 21st century is 

daunting, given the horrendous state of both politics and economics, as 

well as the economy. 

 

The Chinese character for crisis consists of symbols for both danger and 

opportunity. Since the dangers are relatively self-evident, our time 

might be better spent in considering opportunity.  First, I'm going to 

take a step back and look at the history of political economy. 

The idea of economy dates back to the ancient Greeks, who wrote 

about the proper management of estates -- where to place your 

beehives, how to treat your slaves, and other such aristocratic 

concerns.  This idea mutated into the term economist, which meant a 

person who was economical with her expenses. 

 

Political economy cropped up later. Louis de Mayerne-Turquet was the 

first person to use the term, although his role only came to modern 

attention in the 20th century.  More commonly, Antoine de 

Montchretien, gets credit for the expression because of his justifiably 

forgotten book, Tract of Political Economy, published four years later in 

1615. 

 



Their concept of political economy was to scale up the ancient works on 

estate management to show how a ruler should manage a larger 

estate, meaning an entire state.  In short, people became the objects of 

political economy rather than the subject. 

 

By the time Adam Smith was writing, the old political economy existed 

side-by-side with an altogether different kind of political economy.  

Academically, the subject of political economy existed within larger 

courses on moral philosophy.  Observations on economic subjects were 

mixed with discussions of questions of human behavior, such as 

marriage or divorce. 

 

Although human subjects existed within political economy, the 

emphasis was on proper behavior, meaning that people still were 

supposed to adjust to the larger system rather than finding means to 

make the system serves their needs better. 

 

In the late 19th century, Alfred Marshall chafed at the status of political 

economy, stuffed within a larger discipline of moral philosophy.  In this 

condition, virtually anybody, regardless of academic training, could feel 

free to make pronouncements about the subject.  Also, the appearance 

of dangerous social movements meant that steps had to be taken to 

cleanse political economy of any taint of Marxist analysis.  Finally, at 

the time Marshall was writing, a long lingering crisis had severely 

damaged the reputation of political economists -- at least, that was the 

verdict of William Stanley Jones and Frances Amasa Walker, the first 



president of the American Economic Association.   Henry Varnum Poor, 

a financier and cofounder of Standard & Poor's, described the standing 

of economics in the popular mind: 

##I am aware that Political Economists have always been regarded as 

cold-blooded beings, devoid of the ordinary feelings of humanity, -- 

little better, in fact, than vivisectionists. I believe that the general public 

would be happier in their minds for a little time, if Political Economy 

could be shown up as imposture, like the greater part of what is called 

'Spiritualism'. [Poor 1877, p. 392] 

Given this climate, Marshall put great energy into rebranding political 

economy as economics, a word meant to echo the sound of physics, 

which had been the model for economists to emulate since the time of 

Adam Smith. 

 

Political economy had another more organic tradition, dating back to 

the time that many of the practitioners were medical doctors, people 

such as William Petty and Francois Quesnay.  These doctors were no 

less ideological and other economists, but their emphasis was more 

macroeconomic, looking at the system as a whole. William Harvey's 

discovery of the circulatory system of the human body became an 

important metaphor, a weak echo of which persists in discussions of 

monetary circulation. 

 

One of the most damaging legacies of this ideologically driven and 

scientifically pretentious tradition was to deemphasize production in 

favor of transactions.  In effect, the larger system of circulation was 



assumed to consist of small discrete transactions, none of which 

differed conceptually from the other. The once-lively tradition of 

political economy hardened into a rigid system in which everything 

depended upon the so-called micro-foundations. 

Crises could occur. People like Keynes could write and even get a 

following, but within a short period of time, then narrow tradition of 

economics could incorporate Keynesian analysis by carefully removing 

anything that gave it any value and then finally judging that Keynes had 

nothing to offer in the first place. 

In this respect, Keynes offers a warning of how not to do political 

economy for the 21st century.  First of all, Keynes had no intention of 

really challenging the status quo, either politically, economically, or 

academically.  As he wrote in the General Theory: 

##the foregoing theory is moderately conservative in its implications.  

For whilst it indicates the vital importance of establishing certain 

central controls in matters which are now left in the main to individual 

initiative, there are wide fields of activity which are unaffected.  

[Keynes 1936, pp. 377-78] 

In effect, elite individuals, such as Keynes, could make moderate 

adjustments in the system, thereby letting it continue more or less as it 

had in the past. Again, the vast mass of people played no part in the 

system. 

Let me return to the medical roots of political economy.  A competent 

doctor has the ability to take advantage of large body of scientific 

experience to make a diagnosis and hopefully recommend a remedy. A 

good doctor will also have the capacity to communicate with patients. 



 

Effective political economy in the 21st century will require that we 

continue to develop a deep analysis of the political and economic 

problems that engulf us, but we have a far deeper challenge: how do 

we find a way to engage people? Even more, how do we find a way to 

tap into the knowledge and experience of people -- not just 

intellectuals or even movement leaders -- but people who otherwise go 

ignored? 

If we cannot get beyond just telling people how the economy works or 

even how it screws them, in many ways we would just be replicating 

the political economy of the 17th century and the other centuries that 

followed. 


