
THEORIES OF POLITICAL ECONOMY: FROM SMITH TO SACHS  
MORSE ACADEMIC PLAN—TEXTS AND IDEAS 

 
Professor Stephen G. Gross     Course Time and Location TBA 
stephengross@nyu.edu     Office Hours in 612 KJCC 

       53 Washington Square South 
 
What is the “market”, the “economy”, or “capitalism”? How do individuals interact with each 
other in the marketplace? What is the morality of commerce? And how does, or should, the state 
govern the economy? These are all questions that have no simple answers and as a consequence 
they stimulate controversy today, in America and throughout the world. Yet these questions have 
a long pedigree. Since antiquity intellectuals have grappled with the fundamental issues of what 
in the past they called moral philosophy, what today we call political economy: how the 
individual, the market, and the state should interact with each other. Historically, one of the 
dominant theories of political economy has been liberalism, with its belief in human rationality, 
the self-regulating nature of the market, and the need for limited government. Yet with striking 
regularity the assumptions and theories of liberalism have encountered problems, and numerous 
intellectuals have offered alternative visions to improve our understanding of the individual, the 
market, and the state. Some have sought to overturn the tenets of liberalism, others have aimed to 
merely improve them, but in all cases they have bequeathed to us a deep and varied legacy of the 
study of political economy. 
 
This course explores theories of political economy. It begins with a brief background of the civic 
tradition of antiquity and the Christian tradition of the Middle Ages before moving into more 
detailed study of political economy theories from the 18th century to the present. We will read a 
selection of celebrated texts written by intellectuals in disciplines that range from moral 
philosophy to economics and literature, along with important historical documents. In the 
process, we will examine how people have responded to previous theories, as well as to their 
historical context, to generate new ideas about political economy. The first half of the course will 
trace the emergence of classic liberalism out of Greek and Christian thought, its development up 
to the First World War, and important criticism of liberalism. The second half of the course will 
examine how classic liberalism was discredited in the Great Depression and subsequently 
reformed as neo-liberalism after 1945, and how contemporaries have continued to criticize and 
amend it today.  
 
REQUIRED TEXTS:  
Adam Smith, The Wealth of Nations 
Emil Zola, Germinal 
George Orwell, The Road to Wigan Pier 
Karl Polanyi, The Great Transformation 
Milton Friedman, Capitalism and Freedom 
Jeffrey Sachs, The Price of Civilization: Reawakening American Virtue and Prosperity 
David Harvey, A Brief History of Neo-Liberalism 
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GRADING AND ASSIGNMENTS: 
 
First Paper (due week 3)      5 percent 
Second Paper (due week 5)      10 percent 
Midterm Exam (week 7)      15 percent 
Third Paper (due week 10)      10 percent 
Fourth Paper (due week 13)      15 percent 
Final Exam (comprehensive/final exam week)   25 percent 
Citizenship and Participation (the whole semester)   20 percent 
 
 
COURSE REQUIREMENTS AND DETAILS 
 
Lectures: The course will meet for lectures twice a week. Attendance at lectures is mandatory 
and students should arrive on time. Lectures will refer to the texts assigned on the  
syllabus for that day. You are expected to have read the relevant page selections before coming  
to class. 
 
Citizenship and Participation (20 percent): A quarter of your course grade will be based on 
participation in your weekly recitations. In working out this portion of your grade, the quality of 
your interventions (questions and comments) will be taken into account, as will your punctuality, 
civility, and attendance. You should bring the texts under discussion in class that week to 
recitation. Presence and participation is considered an absolute necessity: one absence is 
acceptable, but further absences will adversely affect student grades. Every absence from a 
recitation without a doctor’s note will count against the participation grade, and three absences 
from a recitation will result in a zero for the in-class participation grade. 
 
Midterm Exam (15 percent): You will have one midterm exam in the middle of the semester. 
This is designed to test your ability to synthesize and analyze the material we’ve covered in 
lecture, in the readings, and in recitations, and come up with a critical assessment of our texts, 
authors, and themes. The exam will be broken down into two parts: a short answer question 
portion and an essay portion. I will hand out a study guide roughly one week in advance of the 
midterm to help you prepare. 
 
Papers (40 percent): You will have to complete three paper assignments over the course of the 
semester, which will total 40 percent of your grade—5 percent, 10 percent, 10 percent, and 15 
percent. The first paper should be 1-2 pages long, double-spaced, 12 point, Times New Roman 
Font, 1 inch margins. The second and third papers should be 3-4 pages, and the final paper 5-6 
pages long. In the first three papers you will analyze the ideas of ONE of the theorists or texts 
that we have studied in class, and to evaluate how their ideas are connected to their respective 
historical context. In the fourth paper you will analyze and compare TWO of our theorists or 
texts against their historical context. 
 
Late papers will be subject to a penalty of one letter grade per day at the discretion of the 
recitation instructor. In situations of severe illness students, or other exceptional causes, students 
may receive extensions to paper deadlines at the discretion of the recitation instructor. 
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Extensions must be requested by the student and agreed to by the recitation instructor in advance 
of paper deadlines. The recitation instructor’s decision on extensions or late paper penalties is 
final. 
 
Final Exam (25 percent): The final exam will be comprehensive. Like the midterm it is designed 
to test your ability to synthesize and analyze the material we’ve covered in lecture, in the 
readings, and in recitations, and come up with a critical assessment of our texts, authors, and 
themes. The exam will be broken down into three parts: a short answer question portion that 
covers material after the midterm; an essay portion that covers material after the midterm; and an 
essay portion that is comprehensive. I will hand out a study guide during the last week of class to 
help you prepare. 
 
NYU Classes Website: On NYU Classes each student registered for the course will be able to 
access a site for the course as a whole, and another site for their individual recitation. Power 
point lecture notes and assignments will normally be posted on NYU Classes site. If you cannot 
access NYU Classes, you should check with the Registrar’s Office that you are registered for the 
course. Your recitation instructor will often ask you to post short readings responses or 
discussion questions to your recitation NYU Classes site. And from time to time you will 
receive e-mails from your professor or your recitation instructor at your NYU address. You 
should check this account regularly. 
 
Academic Honesty: Any test, paper, or report submitted by you and that bears your name is 
presumed to be your own original work and not previously submitted for credit in another 
course. In all your take-home assignments, including any papers or postings to NYU Classes, 
you may use words or ideas written by other individuals in publications, web sites, or other 
sources, but ONLY with proper attribution. “Proper attribution” means that you have fully 
identified the original source and extent of your use of the words or ideas of others that you 
reproduce in your work for this course, usually in the form of a footnote, endnote, or parenthesis. 
If you are not clear about the expectations for completing an assignment be sure to ask me or 
your recitation instructor for clarification beforehand.  
 
Any instance of academic dishonesty—either on an assignment or an exam—will result in an F 
for the assignment and will be reported to the relevant dean for disciplinary action. There are no 
exceptions. 
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WEEKLY SCHEDULE OF TOPICS AND READINGS 
 
Week 1 
Session 1 Introductory Remarks: What is Political Economy? 
 
 

Part I:  The Civic and Christian Traditions of Political Economy 
 
Session 2 The Civic Tradition: The Virtue of Citizenship 
  - Aristotle, Book I and Book IV, Part 9 in The Politics 
 
Week 2  
Session 1 The Christian Tradition: Usury and the Vice of Commerce 
  - Thomas Aquinas, Q 77-78, 90-96 in Summa Theologica 
 
 

Part II: Classic Liberalism 
 
Session 2 Private Property  
  - John Locke, CH 1-2, 5, 7-9 in The Second Treatise of Government 
 
Week 3  
Session 1 The Division of Labor 
  - Adam Smith, Part I CH 1-3 in The Wealth of Nations 
 
Session 2 The Role of the State 
  - Adam Smith, Part 5 CH 1-3 in The Wealth of Nations 
  - US Declaration of Independence  
 
*****************  FIRST PAPER DUE FRIDAY AT NOON ********************* 
 
Week 4  
Session 1 The Benefits of Trade 
  - Adam Smith, Part 4, CH 1-2, 7-9 in The Wealth of Nations 

- David Ricardo, “On Foreign Trade” in On the Principles of Political Economy 
and Taxation, 7.11-7.36 

 
  Part II: Critiquing Classic Liberalism  
 
Session 2 The Origins of Inequality 

- Jean-Jacques Rousseau, Part II in Discourse on the Origins of Inequality  
 
Week 5 
Session 1 Inequality and Industrialization 
  - Emil Zola, Germinal (begin reading) 
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Session 2 The Market as Exploitation? 
  - Emil Zola, Germinal (finish reading) 
 
*****************  SECOND PAPER DUE FRIDAY AT NOON ********************* 
 
 
Week 6 
Session 1 Wage Labor 
  - Karl Marx, “Wage Labour and Capitalism” in Marx-Engels Reader 
 
Session 2 The Inherent Crises of Capitalism? 

- Karl Marx, “Crisis Theory” in Marx-Engels Reader 
 
 
  Part III: Refining Classic Liberalism 
 
Week 7  
Session 1 Managing Inequality 

- John Stuart Mill, Book V “On the Influence of Government,” in The Principles 
of Political Economy 

 
 
Session 2 **********************MIDTERM EXAM************************** 
 
 
Week 8 
Session 1 Managing the Business Cycle 

- Walther Bagehot, CH 1-3, 6, 12–13 in Lombard Street: A Description of the 
Money Market 

 
Session 2 Managing the Market 
  - Max Weber, “Bureaucracy” from Wirtschaft und Gesellschaft 
 
 
  Part IV: Classic Liberalism in Crisis 
 
Week 9 
Session 1 The Great Depression 
  - George Orwell, The Road to Wigan Pier (Begin Reading) 
 
Session 2 The Dysfunctional Market 
  - George Orwell, The Road to Wigan Pier (Finish Reading) 

- John Maynard Keynes, “Saving and Spending” (1931) in Essays in Persuasion. 
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Week 10 
Session 2 The State to the Rescue? 

- John Maynard Keynes, “The World Economic Outlook 1932” in The Atlantic 
Monthly 

 
Session 2 The Embedded Market 
  - Karl Polanyi, CH 4-6, in The Great Transformation 
 
*****************  THIRD PAPER DUE ON FRIDAY AT NOON ****************** 
 
Week 11 
Session 1 Society and the Market: The Double Movement 
  - Karl Polanyi, CH 10-15, 19 in The Great Transformation 
  
 

Part V: Constructing Neo-Liberalism 
 
Session 2 The Limits of State Power 

- Friedrich Hayek, “The Road to Serfdom” abridged version in The Reader’s 
Digest 

 
 
Week 12 
Session 1 “Rational Man” and the Perfect Market 
  - Milton Friedman, Intro and CH 1-2, 5-6, 10 in Capitalism and Freedom 
 
Session 2 Monetarism 
  - Milton Friedman, CH 3-4 in Capitalism and Freedom 
 
 
  Part VI: Critiquing Neo-Liberalism 
 
Session 2 The Chasm between Public and Private Life 
  - John Kenneth Galbraith, CH 1-2, 9-11, 17 in The Affluent Society 
 
Week 13  
Session 1 The Movement for Social and Economic Rights  

- United Nations, “International Covenant on Economic, Social, and Cultural 
Rights,” (1966) 

 
Session 2 The Modern Business Cycle 

Charles Kindleberger, “Financial Crisis: a Hardy Perennial” and “Anatomy of a 
Typical Crisis” in Manias, Panics, and Crashes: A History of Financial Crises 
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  Part VII: Political Economy Today 
 
 
*****************  FOURTH PAPER DUE ON FRIDAY AT NOON ******************* 
 
Week 14 
Session 1 The Postwar Economic Order 
  - David Harvey, Intro and CH 1-3, in A Brief History of Neo-Liberalism 
 
Session 2 Capitalism and Imperialism in the 20th and 21st Centuries 
  - David Harvey, CH 5-7 in A Brief History of Neo-Liberalism 
 
 
Week 15 
Session 1 A Return to Aristotle? Civic Virtue in the Marketplace 

- Jeffrey Sachs, Intro and CH 1, 3-4 in The Price of Civilization: Reawakening 
American Virtue and Prosperity 

 
Session 2 Concluding Remarks 
  - Jeffrey Sachs, CH 9-10, 12 in The Price of Civilization 
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