Enslavement,
Persisting through
our Political Economy






Enslavement,
Persisting through
our Political Economy

By

Monty Agarwal

Cambridge
Scholars
Publishing



Enslavement, Persisting through our Political Economy

By Monty Agarwal

This book first published 2018

Cambridge Scholars Publishing

Lady Stephenson Library, Newcastle upon Tyne, NE6 2PA, UK

British Library Cataloguing in Publication Data
A catalogue record for this book is available from the British Library

Copyright © 2018 by Monty Agarwal

All rights for this book reserved. No part of this book may be reproduced,
stored in a retrieval system, or transmitted, in any form or by any means,
electronic, mechanical, photocopying, recording or otherwise, without
the prior permission of the copyright owner.

ISBN (10):1-5275-1367-X
ISBN (13): 978-1-5275-1367-9



For the attainment of wisdom, which will once again lay bare what was
once seemingly evident.






CONTENTS

ContentSiN DELAI] ......c.couirieiriieeeree s iX
LiSt Of TADIES. ..ot XX
LISt Of FIQUIES.....cueceie e s XXii
PrEFBCE. .. e XXiV
ACKNOWIEAGMENES ...t XXVi
INEFOAUCTION ... 1

Part One: Evolution of the Political Economy - Global Per spective

(O 07 1011 g @ TP 10
The Economic Wheel and the Moral Compass

(O1 572 011 g AT S 29
Economies of Ancient Civilizations

(O 7= 1011 g I 0= TS 55
Money and Governance of Ancient Civilizations

CNEPLEN FOUN .....ccvieieeeeteere e e 71
Modern Western Theories of Capitalism and Communism

Chaper FIVE ... et 95
Genesis and Demise of Homo-Economicus

L0172 101 g S 118
Creative Destruction — From Theology to Economics

(O Tz 1011 =Y o 1S 128
Manipulating Money in the Modern Day

Chapter BIght.... ..o 145
Facts, Fiction, and Myths of Modern Money



viii Contents

Part Two: Enslavement — Facilitated through the Political Economy

(Ot 7= 1010 gl N1 1SS 170
Universalism — The Destruction of Cultural Identity

(O 7= 011 g 1= o IS 189
Mercantilism — The Economics of Imperialism

Chapter EIVEN ... s 217
The Economics of Slavery

Chapter TWEIVE ..o e 234
Monetary Policies and Market Crashes

Chapter TRIMEEN. ..o e 266
Policies that Foster Inequalities

(O 7= 1011 gl 10 1= = o S 288
Stagnant Companies and Economic Morass

Chapter FIftEON ... e 317
Mercantilism in the Twenty-First Century

Part Three: An Alternative—Moral Economy for the Twenty-Fir st
Century

(0117 1011 G D (= o S 348
New Challenges of the Twenty-First Century

Chapter SEVENTEEN ..ot 375
The Edifice of aMoral Economy

Chapter EIghtEaN ......co.o i 395
Adapting to the New Mora Framework

0T [T 1SS 421
APPENAICES.......oeiueeeeeece et sae st te e st ere e e e e seenaenresrens 425
NOLES. ..ottt r e bt nn e n e n e srenns 448



CONTENTSIN DETAIL

PREFACE
List of Books
Timeline

INTRODUCTION
Structures of our palitical economy
Book layout
What is mora economy?
Economics has become too mathematical

PART ONE: EVOLUTION OF THE POLITICAL ECONOMY - GLOBAL PERSPECTIVE
1. THEECONOMIC WHEEL AND THE MORAL COMPASS
The Economic Wheel
Labor
Money
Monetary Policy
The Wealth of aNation
The Mora Compass
Confucius
Plato and Aristotle
Vedic Philosophy
The African Philosophy of Ubuntu
Plato’s Kallipolis
Ibn Khaldun’s Five Stages of a Civilization
Adam Smith on Morality
Endavement and the Challenges of the Twenty-First Century

2. ECONOMIES OF ANCIENT CIVILIZATIONS
The Economy of Ancient Egypt
Organized Labor and Slavery in Ancient Egypt
Taxesin Egypt
Money in Egypt
The Economy of Ancient China
The Qin Dynasty and Legalism
The Han Dynasty and Wu Wei
Introduction of the First Fiat Currency
The Economy of Ancient Rome
International Trade in the Roman Empire
Trade with China
Trade with India



X Contentsin Detail

Globalism in the ancient world
Bread and Circuses — Ancient Rome and the
Modern-day US
Slavery in Ancient Rome
The Decline of the Roman Empire
Currency debasement
Trade Imbalance
Shrinking tax base
Overreliance on slave labor
Irresponsible globalism and the loss of
confidence
Conclusions

3. MONEY AND GOVERNANCE OF ANCIENT CIVILIZATIONS
Political Economy in Ancient India
Chanakya and the Arthashastra
Shrenis - Indian Guilds
Merchant Guilds
Village - the Smallest Political Unit
Elected Monarchs
Sabha and Samiti
The Legal System
Varna or Jaatis - Division of Labor and Social
Classifications
Mauryas Versus the Guptas
Centralization under the Mauryas
Decentralization under the Guptas
Plato and Aristotle
Credit Theory of Money
Metallism
Conclusions

4. MODERN WESTERN THEORIES OF CAPITALISM AND COMMUNISM
Ibn Khaldun and the Mugaddimah
The Mugaddimah
Labor specialization
Prices
Free markets
Stable currency
Taxation and infrastructure
The Birth of Western Capitalism
Richard Cantillon: Father of Western Capitalism
Max Weber: Capitalism isaReligion
Adam Smith and the Wealth of Nations
What constitutes a nation’s wealth?
Labor productivity



Enslavement, Persisting through our Political Economy Xi

Demand, supply, and prices
Guilds
The role of government
Money
Adam Smith’s Influence on Capitalism
Communism
Marx and the Theory of Alienation
Marx and The Labor Theory of Value
Marxism's Influence from the Nineteenth through
the Twentieth Centuries
Marxism in the Twenty-First Century
Conclusions

5. GENESISAND DEMISE OF HOMO-ECONOMICUS
The Idealists Versus the Realists
Market Defined Prices - Does the Consumer Always Have a Choice?
Utility — the Road to Happinessis not a Straight Line
Rational Theory and the Efficient Market Hypothesis
Carl Menger: Rational choice theory
Eugene Fama: Efficient Market Hypothesis
Three forms
Criticisms
Genera Equilibrium Theory: a Utopian Robot Society
Kahneman and Tversky: the Prospect Theory
Concave Utility Function
Richard Thaler and the Nudge theory
Sunk Cost Effect
Searching and the Psychophysics of Prices
Choosing Not to Choose: Regret
Pre-Commitment and Self-Control
How Do People Arrive at Decisions? Biases and
Blunders.
Nudge Theory
A Nudge example
And alibertarian critique
Conclusions

6. CREATIVE DESTRUCTION - FROM THEOLOGY TO ECONOMICS

Creative Destruction
Creative destruction in Hinduism
Theory of Cresative Destruction in Economics
Schumpeter’ s Business Cycles
Nietzsche and Sombart on Creative Destruction
Recent Economic Studies on Creative Destruction

Conclusions



Xii Contentsin Detail

7. MANIPULATING MONEY IN THE MODERN DAY

The Quantity Theory of Money
Historical Perspectives

Keynesianism
Aggregate Demand
The Multiplier Effect
Interest Rates
Keynesianism in US Economic Policy

Keynesianism Critiques and Milton Friedman
Permanent Income and Permanent Consumption
Time Lags
Political whims Governing Fiscal Policy
Velocity of Money
Friedman’s Money Supply Rule
Friedman on Imported and Exported Inflation
Friedman on Unemployment

Conclusions

8. FACTS, FICTION, AND MYTHS OF MODERN MONEY
Theories of Labor, Past and Present
The Economics behind the Outsourcing of Labor
MMT on Outsourcing of Labor
MMT on Taxes
Taxes give Currency its Status
The Hut Tax analogy
Control and Measure the Economy
Crypto-currencies
MMT on the Quantity of Money
Modern Fractional Reserve Banking
Quantitative Easing
Money multiplier effect
Weadlth effect
MMT on Full Employment
Three Alternatives to Welfare Programs
MMT on the Price of Money (Interest Rates)
MMT on Government Securities
Criteriafor aFiat Currency
Fact: the Natural Interest Rateis Zero
Fact: Government Securities Maintain the Central
Bank’s Rates
Myth: Government Securities in a Fat Currency have
Solvency |ssues
Myth: Interest Rates on Treasury Securitiesin aFiat
Currency
Fiction: Interest Rates will Rise with Rising Deficits



Enslavement, Persisting through our Political Economy Xiii

Fiction: China will Stop Buying US Government
Securities
Sovereign Bond Defaultsin Modern Times
The Russian Default of 1998
The Thailand Default of 1997
Foreign Currency Denominated Debt
Defaults
The International Sector and FDI
An Investor’s Incentives and Risks
Recipient’s Motives
Technology transfer
Need for foreign exchange
Finance capital investment
Conclusions

PART TWO: ENSLAVEMENT — FACILITATED THROUGH THE POLITICAL ECONOMY

9. UNIVERSALISM — THE DESTRUCTION OF CULTURAL IDENTITY

Perspectives on Universalism
Imperialist Perspective
Weber’s Spirit of Capitalism
American Perspective — the Concept of Democracy is
Universal
E Pluribus Unum - National Unification Perspective
Economics (Sometimes) Overrides Cultural Affinity
Relativism
The Relevance of Cultural Interpretations
Refuting Kant - Human Behavior is not Normative
Economist’s Reticence
Universalism will Lead to a Clash of Civilizations
The Islamic Viewpoint
Historical Perspectives of Two Ancient Civilizations
Relativism is the Future - G20, U.N. and the World Bank

Conclusions

10. MERCANTILISM - THE ECONOMICS OF IMPERIALISM
Precursors to Mercantilism
Spanish Colonization of the Americas
The Price Revolution
Changing Economics and the Slave Trade
Philosophy of Mercantilism
Bullionism
A Strong Military
Trade and Shipping Monopoly
Non-tariff Barriers



Xiv Contentsin Detail

British Implementation of Mercantilism - the East India
Company
Age of Discovery
The Beginning of English Domination
EIC Trading Relationship Morphs into a Militant
One
Economic Ravaging of India Fuels the Industrial Revolution in
Europe
Churchill and the Holocaust of Bengal
Destruction, Subjugetion, and Trivialization of Knowledge
American Indian Civilizations
Africa
Islamic Destruction of Indian Culture
Macaulayism
Importance of Ancient Knowledge in Modern Times
Wealth and Income Disparity
Conclusions

11. THE ECONOMICS OF SLAVERY
Fogel and Engerman versus Ulrich Bonnell Phillips
F&E - Slave Labor was as Productive as Free Labor
F&E - Slavery was a Profitable Institution
F&E - Slavery was not a Brutal Institution
Economics of the Slave Trade
High-Profit Margins and Annual Sales
Slave Price Trends in the West Indies and Virginia
Aboalition of Slavery and its Economic Consequences
West Indian Lobby and the Sum of Twenty Million Pounds
Industrial Revolution changes the Economics of Production
Abolition of Slavery and the collapse of the Southern
Economy
Modern Day Slavery versus Ancient Slavery
Open and Closed Systems of Slavery
Varieties of Slavery in the Five Slave Societies
Conclusions

12. MONETARY POLICIES AND MARKET CRASHES

Academic Views on Active Money Management
Fama's Viewpoint
Schumpeter Wave Theories
Behavioral Economics
Keynes on Stock Markets and Confidence

The Great Depression
Defining the Great Depression
Political and Economic Causes of the Great
Depression



Enslavement, Persisting through our Political Economy XV

Gold Standard Post WWI

First blunder - overvaluation of the British
Pound

Second blunder - devaluation of the French
Franc

Third blunder — a reduction of the global
money supply

Fourth blunder - US raises interest rates
Abandonment of the Gold Standard
Smoot-Hawley Tariff Act of 1930
Tertiary Causes - Treaty of Versailles
Stock Market Crash of 1929
Reasons for the Stock Market Boom of the 1920s
Industrial automation
Revolution in print advertising
Revolution in financial markets
Growth in easy credit
Stock Market Bust of 1929
Overvaluation or loss of confidence?
Repetition of the Same Mistakes on a Global Scale
1998 Asian Financia Crisis
Internet Bubble Bursts 2000-2002
Housing Bubble Burstsin 2008
Criticisms of the Monetary Policy Function
Short History of US Banking
History of Financial Regulationsin the US
Federal Reserve System
Glass-Steagall Act of 1932
Glass-Steagall Act Repeal of 1995
Dodd-Frank Bill of 2010
Effect of Regulations in Creating Financia
Behemoths
Austrian Business Cycle Theory
Keynes Criticisms of Monetary Policy?
Conclusions

13. POLICIESTHAT FOSTER INEQUALITIES
Effects of Deficit Spending
Periods of Large Deficit Spending Over the Last 100 Y ears
Government Deficit Spending is Saved as Private Sector
Weadlth
Distribution of Government Deficit Spending among Savers
Market Returns, Wages, CPI
Effects of Regulations on Investment Products and Financia
Advice
Inegalitarian Access to Investment Products



Xvi Contentsin Detail

Cost of investment management for the haves versus the have-
nots
Effect of Post-Crisis Regulations on the Alternative Asset Management
Industry
Bernie Madoff Ponzi scheme and the Dodd-Frank
bill
Bernie Madoff
Dodd-Frank Bill
Can the SEC monitor hedge fund risk?
Risk concentration hasincreased
Asset Concentration Kills Jobs
Asset Concentration means Lower Productivity
Conclusions

14. STAGNANT COMPANIES AND ECONOMIC MORASS
Some Noble Thoughts on Economic Regulations
George Stigler’s Theory of Economic Regulation
Subsidies
Quotas
Suppression of products
Price fixing
Friedman on Government Regulations
Evolution of Main Street in Twentieth Century America
Innovation, Entrepreneurs, and Profits
An Ideal Environment for Innovation
Commercidization of Innovation—Incorporation and Seed
Capita
Uses and Abuses of Regulations
Taxi cartels and Uber
Sodain New Y ork City
Smoking in Michigan, weeding in California and Obamacare
Characteristics of an Innovative Company
Characteristics of a Stagnant Company
Economic Morass
Stagnant Companies and Income Inequality
Inverse Correlation between CEO Pay and Stock
Performance
CEO impudence leads to disastrous M& As
Value of the Seat
The Case of General Electric
Conclusions

15. MERCANTILISM IN THE TWENTY-FIRST CENTURY
Monopolies Created by Political Boundaries
Trade, Currency Reserves, and Hidden Costs
Currency Reserves in Exporting Countries



Enslavement, Persisting through our Political Economy XVii

Chinese Implementation of Legalism in the Twenty-
First Century
The Need for Foreign Currency Reservesin Asian Economies
Implications of Excess Reserve Accumulation
Negative returns on capital
Economic savery
Therevival of mercantilism
Negative environmental impact
US - The Global Output Destination (GOD)
Paradigm
Military superiority
Political stability
Economic opportunity
Cultura proliferation
Disparate Economic Benefits
The European Union
A Brief History of the EU
Highlights of Economic Benefits from the Union
Hidden Economic Problems of the Union
Similarities and Contrasts Between the US and the
EU
The Greek Debt Crisis of 2010
Structural Problems with the European Union
Conclusions

PART THREE: AN ALTERNATIVE - MORAL ECONOMY FOR THE TWENTY -FIRST CENTURY

16. NEW CHALLENGES OF THE TWENTY-FIRST CENTURY

The Next Financia Crisis
A Case for Overvaluation
Fed Quandary
Over-Leveraged Investors
Possible Triggers for the Next Crisis

Changing Trends in Global Demographics
Trends in World Fertility Rates
Population Aging and its Effect on Stock Market
Valuations
Changes in the Global Middle Class and
Consumption
The Japanese Comparison

The Fourth Industrial Revolution
Universal Basic Income
Investing and the Rise of the Robo-Advisor
Skewed Benefits from Advances in Science and
Technology
Education and Skills for the Twenty-First Century



Xviii

Contentsin Detail

Speed of

Adaptation

Security, Terrorism, and Cyber Warfare
Nuclear Proliferation

Terrorism and Policy Reactions
Cyber Warfare

End of Reserve Accumulation and Trade Tariffs
Conclusions

17. THEEDIFICE OF A MORAL ECONOMY

Destructive Imbalances Fostered by Political Economics
A Mora Economic Framework

Freedom

The spectrum of choices

Moral parameters of the US economy
Governance at smaller levels
Corporate ramifications

Frictional cost

Social ramifications

Historical reference to village autonomy and guildsin ancient India

Conclusions

Central government

Justice

Robots and artificial intelligence
Wisdom

Need for education

Role of technology

Economic feasibility

Accountability

18. ADAPTING TO THE NEW MORAL FRAMEWORK
Addressing Wealth and Income Inequality in the Twenty-First

Century

Size Limitations on Corporations
Accountability of the Corporation’s Board
Rethink Taxes- CWR and WNR
Valuation of Stocks and Real Estate

The fallacy of valuation based on last
traded price

Liquidity weighted price (LWP)

A second measure

Fiat aspect of stock markets

Transaction volumes

Similar trends with lower volatility

Role of the Mega-Corporations

The 737 out of 37 million companies
Autocracies



Enslavement, Persisting through our Political Economy Xix

A mora compass heading

The Amazon.com example
Some Specific Country Based Cases

US - Revival of American Vaues
China - Attaining a Superpower Status within Historica
Perspectives

India- The Missing Steps

EPILOGUE



LIST OF TABLES

2-1. Example of acomplex barter price matrix

3-1. Evolution of money

3-2. Government balance sheet upon issuing currency

3-3. Government balance sheet upon redeeming currency

3-4. Metallism versus credit theory of money

3-5. Credit theory subdivisions

4-1. The changing share of the world GDP from 1600-1870 (in millions of
1990 dollars)

5-1. Positive and negative prospects

8-1. Age dependency ratios of the largest world economies, 2014

8-2. Private banking sector accounting before QE

8-3. Private banking sector accounting post QE

10-1. The growth of trade — Annual export of British made goods to the
East Indies

10-2. The changing share of the world GDP. 1600-1870 (in millions of
1990 dollars)

10-3. GDP absolute levels in millions of 1990 US dollars and annualized
growth rates

10-4. Estimated average personal estates within selected occupations in
England and Wales from 1700 to 1875 (in 1875 GBP)

10-5. Inequality of income in England and Wales

10-6. Inequality of wealth in England and Wales

11-1. Price of daves traded between Guinea, Africaand Jamaica, 1752

11-2. Trend of slave prices in San Domingo, French West Indies, 1716-
1785

11.3. Trend of slave pricesin Barbados, British West Indies, 1716-1785

11.4. Varieties of davery in the five slave societies

12-1. Declinein Industrial Production (1929-1932)

12-2. Declinein Gross Domestic Product (1929-1933)

12-3. Unemployment rates (1932-1933)

13-1. Averageincrease in wages, CPI and stock market valuations

13-2. Mutual fund returns across all asset classes (2003-2013)

13-3. Mutual fund returns, US equity only (2003-2013)

13-4. Equity investor versus S& P 500 index annualized returns

13-5. Return on capital for US university endowments (2003-2012)

13-6. Annua return for state and local pensions



Enslavement, Persisting through our Political Economy XXi

13-7. Return on capital for accredited and non-accredited investors (2003-
2012)

13-8. Feesfor dternative funds versus alternative mutual funds

13-9. Headcount by hedge fund’ s assets under management

14-1. Most innovative companies in the world, 2015

14-2. Most innovative countriesin the world, 2015

14-3. Countries with most innovative companies of all time

14-4. Financials of the three most innovative companies in the US
(12/2013-12/2014)

14-5. Financias of three blue-chip companies in the US (12/2013-
12/2014)

14-6. CEO versus worker annual compensation in thousands of dollars in
the US (1965-2016)

15-1. Disparate natural resource rents for countries within proximity
(2013)

15-2. Top 10 countries by foreign-exchange reserves (April 2016)

15-3. Chinese versus US factory worker metrics (2012)

15-4. Wamart versus S& P 500 retail sector financials (2015)

15-5. Fiscal situation of Germany versus Greece (2015)

16-1. Change in the S& P 500 with quantitative easing cycle

16-2. NY SE securities margin debt (2007-2015)

16-3. Japan versus US demographics

16-4. US population growth, domestic versus immigrant (1990-2015)

17-1. US, China, and India- Change in GDP per capita

17-2. US economy within the spectrum of economic parameters

18-1. Effect on account value from buying and selling of stock

18-2. Market value versus book value of the S& P 500 (2000-2017)



LIST OF FIGURES

1-1. The Economic Wheel

2-1. Map of independent Chinese states, 230 BC

2-2. Map of ancient Roman Empire at its zenith (AD 117)

2-3. Roman trade network in AD 180

2-4. Roman trade network with Asiafirst century AD

5-1.The Marshallian Cross

5-2. Concave utility function

6-1. Business cycle

7-1. Keynes' fiscal stimulus Business Cycle Theory

9-1. Path of successful modernization within arelativistic interpretation

10-1. Travels of Marco Polo

10-2. The Mercantile-Era Triangle Trade

10-3. Portuguese trade routes with Asia

12-1. Share of world gold reserves (1913-1932)

12-2. Dow Jones Average 1928 — 1933

12-3. Tota outstanding loans, as reported by member banks of the Federal
Reserve System (1918-1940)

12-4. Flow diagram of past three global financial crises

12-5. 1-month HIBOR setting

12-6. Nasdag 1996-2009

12-7. Asset concentration in the US financia industry since 1990

13-1. Deficit spending as % of GDP in the US from 1928-2016

13-2. Increased deficit spending as % of GDP versus GDP growth in the
USfrom 1928-2016

13-3. US private wealth from 1945-2013 (in hillions of dollars)

13-4. Ownership of US financia assets by wealth groups, 2007-2016

13-5. Number of US households by net worth brackets in 2005 and 2013

13-6. Equity, bond flows versus S& P 500 (1/1990-1/2012)

13-7. Changes in mean wealth, 2007-2010 and 2010-2013

14-1. Deficit spending and S& P 500

14-2. Deficit spending, buybacks and dividends in the S& P 500 companies

14-3. CEO pay levels versus company performance, 2014

14-4. Mergers and acquisitions in the US (1985-2018)

14-5. Genera Electric revenue and basic Earnings per Share (1990-2017)

15-1. World distribution of natural resource rents per capita

15-2. Currency allocations of foreign currency reserves, 1999-2016



Enslavement, Persisting through our Political Economy XXiii

15-3. Fiscal flowsin international trade

15-4. EU unemployment rate

15-5. GDP growth, German and France versus Greece and Spain (2008 vs.
2016)

15-6. Greek current account and budget deficit as % of GDP

16-1: Monetary easing and the S& P 500 (2008-2015)

16-2. S& P 500 fair value versus market value (1984-2017)

16-3. P/E ratio versus M/QO ratio projections for the US (1954-2014)

16-4. Share of global middle-class consumption (2000-2050)

16-5. Japan's GDP in billions of JPY and population in millions (1980-
2017)

16-6. Japanese Nikkei, Bank of Japan Discount rates, QE program (1990-
2017)

18-1. Evolution of societies along modernization and westernization axes



PREFACE

| spent the first eighteen years of my life in India, was educated in the
US and have spent my adult life in the US, China, Hong Kong, Tokyo, and
Singapore, working in the field of finance. As a student of philosophy, |
have learned about the Indian, Western and Chinese cultures and as a
student of economics and finance, primarily about Western capitalism.

What started as a historical curiosity on the nature of mordity in
economics soon turned into a multi-year research project filled with
fascinating revelations. | am happy to share this enlightening journey with
the readers of this book. My research, in reviewing the contributions to the
evolution of the global political economy, is by no means exhaustive. |
have been limited by time, availability of resources and my limitations.
My interpretations of the various philosophies, as well as the theories,
might also differ from other viewpoints. My primary objectives in
compiling this text have been regard for historical accuracy, a global
perspective, and a progressive evaluation.

The material for this book has come from my persona experiences, a
review of numerous papers written in economics and finance journals as
well as the following books (English trandations), laid out in
chronological order.

1. Abridged Vedas, 3500 BC-1000 BC.

2. Analects of Confucius, 5™ century BC.

3. Republic, 4™ century BC, Plato.

4. Politics, 4" century BC, Aristotle.

5. Arthashastra, 2™ century BC, Chanakya.

6. Mugaddimah, 14™ century, Ibn K haldun.

7. An Essay on Economic Theory, 18" century, Richard Cantillon.

8. The Theory of Moral Sentiments, 18" century, Adam Smith.

9. Wedlth of Nations, 18" century, Adam Smith.

10. The Communist Manifesto, 19" century, Karl Marx and Friedrich
Engels.

11. Thus spoke Zarathustra, 19™ century, Nietzsche.

12. Principle of Economics, 19" century, Alfred Marshall.

13. American Negro Slavery, 20" century, Ulrich Bonnell Phillips.
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14. The Protestant Ethic and the Spirit of Capitalism, 20" century, Max
Weber. Translated by Talcott Parsons.

15. Corporate Life in Ancient India, 20" century, Ramesh Chandra
Majumdar.

16. Capitalism, Socialism and Democracy, 20" century, Joseph A.
Schumpeter.

17.The General Theory of Employment, Interest and Money, 20"
century, John M. Keynes.

18.A Theory of the Consumption Function, 20" century, Milton
Friedman.

19. Quantity Theory of Money, 20" century, Milton Friedman.

20. Time on the Cross. The Economics of American Negro Slavery,
20™ century, Robert Fogel and Stanley Engerman.

21. The Clash of Civilizations and the Remaking of World Order, 20"
century, Samuel P. Huntington.

22. Media Control, 20" century, Noam Chomsky.

23.Nudge: Improving Decisions About Health, Wedth, and
Happiness, 21% century, Richard H. Thaler, Cass R. Sunstein.

24.Modern Money Theory. A Primer on Macroeconomics for
Sovereign Monetary Systems, 21% century, Randall Wray.

25.The 7 Deadly Innocent Frauds of Economic Policy, 21% century,
Warren Modler.

26. Capital, 21% century, Thomas Piketty.

27.0n China, 21% century, Henry Kissinger.
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INTRODUCTION

The term, political economy, is derived from two Greek words: polis
which means state and oikonomos meaning manager. In the present day, it
is a term ascribed to the collective policy-making coming out of the
various branches of a government which defines the economics of that
society. This policy-making can include spending, international trade and
taxation (fiscal policy), setting interest rates (monetary policy), as well as
wars, embargoes, and sanctions (military policy). Even though the intent
of political economy is to influence economics while also taking into
account the social welfare of the entire society, reality has been entirely
different. A study throughout history and across the world shows two
things: there is a disproportionately large effect policy making has on the
economic welfare of a society and an active link between policy-making
and the moral character of the governing body. Historical abuses against
humanity committed by immoral rulers are numerous and blatant.
However, the subjugation that exists today is well disguised within the
structures of our political economy.

The structures of our political economy are motivated by the central
theme that the size of a country’s economy is the sole measure of its
health, wealth, and happiness. This convoluted and one-dimensional view
has created an economic system that is based on short-termism,
unaccountability, cronyism, and entitlements. Short-termism has led to
over-production with no accounting of negative externalities arising from
environmental degradation, and without regard for human dignity.
Unaccountability and cronyism erect regulatory barriers to competition
that protect stagnant corporations and propagate the inequalities between
the haves and the have-nots while subjugating the interests of the
consumers and the workers to that of the capital owners. The sense of
entitlement motivates the formation of uneconomic political barriers to
protect monopolies on rents derived from natural resources while the
global adoption of fiat money as the means of exchange facilitates these
excesses without fiscal constraints. The historical analysis of the effect of
these structures shows that they are directly responsible for creating
unnatural economic imbalances throughout history. It further indicates that
these imbalances, no matter how securely propped, eventually have been
toppled by migrations, uprisings, and wars. The larger the imbalance, the
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more turbulent has been the process of creative destruction to correct this
incongruity.

The underlying intent of this book is to lift the veil off the intended as
well as the unintended consequences of economic policies that have
created these imbalances and offer alternatives under the framework of a
hypothetical moral economy. The reason why I call it hypothetical is that
the structures that form the fagade of a moral economy do not currently
exist and the incorporation of these constructs will require an almost
revolutionary change in mindset.

This book is broken out into three parts. The first part looks at a brief
history of the evolution of the political economy by tracing its roots from
ancient Egypt to the twenty-first century. A discussion of the development
of the political economy is a daunting task as several civilizations and
philosophers over the past 5,000 years have had immeasurable impacts on
its formulation. While the scope of this book precludes me from doing
justice to the influences of every single philosopher since antiquity, I have
picked some of the principal architects and time periods that have
influenced our understanding of capital, labor, and money, the three
critical pillars of economics.

The second part of this book draws the reader’s attention to some of
the stark failures of the political economy that have given us human
slavery, mercantilism and colonialism, oligarchies, and severe disparities
in economic well-being at both the international as well as at a national
level. The common theme that emerges is that most political economies
are solely concerned with spinning the economic wheel as fast as they
possibly can, especially for the political and financial benefit of the capital
owners.

A casualty in human development, especially over the past millennium,
has been a divorce of moral considerations from economics. Human vice
cannot be ignored in the design of any moral, economic system; therefore,
the validity of every economic theory has to be tested within the
constraints of human weaknesses. Part three of this book addresses some
of the challenges of the twenty-first century and attempts to lay the
groundwork for a moral economy to tackle these challenges. The hope is
to ignite a debate in the academic as well as the philosophical circles on
incorporating morality in economics. But this debate is not new. The
importance of wisdom as a necessary ingredient for a moral economy can
be gleaned from theological and philosophical treatises from the Vedas of
ancient India, the Analects of Confucius, Ibn Khaldun’s Mugaddimah and
Plato’s Republic. Even Adam Smith broached the topic of balancing
human freedom with avarice. We must remind ourselves that before Adam



Enslavement, Persisting through our Political Economy 3

Smith published the Wealth of Nations, he published The Theory of Moral
Sentiments, in which he expressed his views on ethical, philosophical, and
psychological underpinnings of his later works on capitalism.

The discussion on a moral economy is not a debate between
nationalism and liberalism or capitalism and socialism. It is more
fundamental than that. How do we ensure maximum freedom of choice to
ensure the empowerment of workers and consumers as well as capital
owners without unduly benefiting one group at the expense of the others?
Freedom of choice and accountability for making those choices go hand in
hand with a moral framework. Are laws and regulations rewarding bad
behavior and transferring the cost to society at large or are they promoting
the attainment of wisdom? Education that leads to the attainment of
wisdom has been the central theme of every single discourse on morality
across cultures.

In a broader discussion of morality, it is also important to remember
that there are no absolutes. Different perspectives and beliefs define moral
standards, which differ from culture to culture. Some might say that killing
and stealing is wrong and should mark the boundaries of a moral
economy. But that raises questions of context. What about killing for self-
defense or wars which kill and maim countless persons on the pretense of
averting future attacks against a society? Should capital punishment be
considered murder, what about doctor-assisted suicide? How about
extending the protection beyond humans to animals? Some would argue
that the pharmaceutical industry has been slowly killing millions globally
while others may point to the benefit of modern drugs. Is stealing wrong?
On the face of it and to most rational law-abiding people the answer is an
easy yes, but not until we throw context in the picture. Stealing is defined
as taking something without permission or legal right. Invaders have
justified taking a country’s wealth without consent and called it spoils of
war. Governments have taken over privately held property in the name of
national interest and corporations have lobbied to create laws and
regulations which have stolen choices and resources from consumers. In
some societies that will be defined as stealing, while in others it would be
deemed a necessity. Different cultures, and even within a single culture,
different factions of people will have differing views on these subjects.
Quite suddenly, the clean lines in the sand become blurred. What may
seem civilized behavior to one looks vastly savage to a different group.

Economic literature in the present day is produced by a small group of
technocrats and is primarily meant for the educated elite, not the common
person, even though it is the common person that is affected the most by
these economic theories. This leaves most of the population to rely on
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popular media, politicians, and commentators to grasp the ramifications of
government policies. Unfortunately, most such literature and commentary,
to put it bluntly, is simply rubbish! Most so-called experts either do not
grasp the true concepts behind the theories or are motivated by ulterior
motives to influence the unwitting public. The blame for this lies squarely
with the academics, the proponents of economic theories, who simply do
not write articles that are meant for the common man. Even as a trained
economist with a Masters in Finance and Economics from the University
of Chicago and two decades of market experience, I sometimes wonder if I
am reading a paper on quantum mechanics rather than economic theory.
Most articles published in leading economic journals require a high level
of proficiency in mathematics as well as the ability to interpret a lot of
economic jargon to understand the concepts. This obsession with
mathematics is an easy way for glossing over far more complex questions
posed by the real world in which we live. Economics has always been a
branch of philosophy from the time of the Vedas in 3500 BC to Plato in
the third century BC; therefore a purely mathematical treatment of the
subject is imprudent. Opacity and sometimes unnecessary complexity keep
economic theories out of the grasp of the common man and leave them
open to misinterpretations.

Achievements of the political economy over the past five thousand
years have been numerous and awe-inspiring, but so have been its failures.
This effect has been amplified with the passing of time and is probably the
starkest in the twenty-first century. A continuation down the road of the
established practices of our political economy will only lead to an
exaggeration of the imbalances leading to further global strife, unrest, and
wanton destruction. The moral, economic wheel does not have to be
reinvented, as a study of history gives us clues on how to achieve this
moral economy in the twenty-first century. It is also true that change will
not be instigated by government bureaucracies or large corporate titans.
They have too much vested interest in keeping the status-quo. The onus
for demanding change is on the people of a society, who across time have
always been the most effective agents of change.



