Adam Smith (1723-1790) Scottish Political Economist 

Fundamental sources of income are rent, wages, and profits.  Division of labor leads to wealth and efficient production.  The production and distribution of wealth is maximized under conditions of laissez-faire i.e. conditions of free trade and governmental non-intervention.  State interference in the form of prohibitions, laws, regulations, tariffs, etc. only impede the optimal functioning of the market. Private enterprise, acting without intervention from the state, stimulates production and trade for the betterment of society as a whole.

The individual, left to pursue his own interest, will inevitably maximize production and thus enrich society.

The individual’s intent is to realize his own gains but he is guided by the invisible hand to attaining a greater societal benefit.   Self-interests of the individual leads to investment.

Mercantilism is not in the best interest of the larger society.  It is a policy that benefits a small group of merchants that lobby the state to promote and regulate trade to their benefit.  The idea is to encourage exports and do discourage imports.  However, that is not in the best interest of the larger society because consumers end up paying more for domestic goods that they could have obtained from abroad at a cheaper price.  Only a few merchants benefit from mercantilist policies.  However, Smith advocates a slow, rather than an abrupt, withdrawal from mercantilist policies so as not to cause huge and sudden losses domestically.

Colonialism is for the purpose of creating markets of consumers. When a state does that to create monopolistic markets for a few merchants it is a waste of the society’s resources and only benefits a few.  In effect, colonization is a privatization of government services.

Karl Marx (1818-1883) German political theorist

Society is always in a state of struggle between social classes, between the exploited and the exploiters, the oppressed and the rulers.  The social organization depends on the historical era and what the prevailing economic system is. So, the societal organization of a hunter and gatherer society is different than that of an agricultural society, etc.   Marx predicts that the struggle is like a Darwinian evolution.  Certain stages of the system develop and then inevitably lead to other stages.  Each stage, with its particular social classes, is a product of a revolution in the mode of production and of exchange.  The bourgeoisie (capitalists) are a unique class in that they require constant renovation in the mode of production in order to increase profits.   It has a need for a constantly expanding market and leads to the interdependence of nations.  Other nations are compelled to adopt the bourgeois mode of production in order to survive.  The very nature of the bourgeoisie industrial society leads to an ever increasing number of people who have to sell their labor power in order to survive.  Labor becomes a commodity.  The bourgeoisie create a large class of discontented working people, the proletariat, who will revolt, overthrow the bourgeoisie and take over the political power. This revolution will put an end to the exploitation of individuals by other individuals and of nations by other nations. The revolution and the overthrow of the bourgeoisie is inevitable.  “Though not in substance, yet in form, the struggle of the proletariat with the bourgeoisie is at first a national struggle.  The proletariat of each country must, of course, first settle matters within its own bourgeoisie”. A world wide proletariat revolution will overthrow the capitalist classes and a classless society will be established.  Private property will be abolished.

Max Weber (1864-1920) German economist and social historian.  

Capitalism as we know it today was not always this way.  At first, capitalism was such that people sought to earn enough to be comfortable (traditional capitalism).   The accumulation of wealth for its own sake in a way that is regular, routinized, systemized, efficient and rational is the “spirit” of modern capitalism. The latter capitalism is characteristic of the modern industrial society. The first type of capitalism is more natural and the second type, which finds work as valuable for its own intrinsic reward, is learned from culture.   This type of capitalism appeared after the Reformation.  The Reformation made it important for people to be engaged in the world.  “ [T]he fulfillment of worldly duties is under all circumstances the only way to live acceptably to God”. (p. 41) Calvinist doctrine made it a duty for people to follow their calling, even though their calling was predestined.  “ The earning of money within the modern economic order is, so long as it is done legally, the result and the expression of virtue and proficiency in a calling;….”. (p. 19)
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	Wealthy countries have a higher portion of their income go towards replenishing capital or maintaining productive labor. Productive labor is what determines the wealth of nations.  
	The wealth of nations is a result of exploitation, whether by individuals or by nations of one another.  Private property concentrated in the hands of the few enables exploitation.
	The Protestant ethic explains the ‘spirit of capitalism’.  This tendency to develop economic rationalism in Protestant populations can be explained by their religious beliefs.

	The division of labor has resulted in higher efficiency and productivity of labor. It allows people to produce what they are best at producing. Man naturally has the tendency to barter and trade.   This leads to an inter-dependent society that, if well-governed, would lead to the benefit of society as a whole.
	Historical Materialism: For every stage in society there is a mode of production that forms the basis of its ideas.  Ideas do not have a separate history.  Material history is what dictates ideas.  Economics determines the course of history and social structure.
	Material factors influence the course of history but those material factors are shaped and affected by something bigger----cultural influences.

 Culture and religion determine the economic path and the social structure.

	If man is left alone he will act in self-interest and not out of benevolence.  When man pursues his own benefits the society as a whole will also benefit.
	If man is left alone there will always be a class struggle which leads to inevitable conflict and revolution.   People work hard because they have no choice.
	“A man does not “by nature” wish to earn more and more money, but simply to live as he is accustomed to live and to earn as much as is necessary for that purpose” (p. 24)

	Free trade benefits society as a whole.
	Free trade leads to exploitation.
	

	
	Law, morality, and religion are there to serve the bourgeois interests.
	Religion is an explanation.

	Liberal, laissez-faire, no state intervention.
	Strongly anti-liberal.

Socialism and communism are historical inevitabilities.
	


