Critical Studiesin Texts and Programs of Human Sciences,
Institute for Humanities and Cultural Studies (IHCS)
Quarterly Journal, Vol. 24, No. 1, Spring 2024, 175-206
https://www.doi.org/10.30465/CRTL S.2024.44919.2721

A Critical Review on the Book
“National System of Political Economy”

Mohammad Reza Darrehshiri”

Abstract

The book "National System of Political Economy" by Friedrich List has tried to expose
the fallacies in the explanation and analysis of the history of the development of
industrialized countries. With a research narrative approach, this book has provided
lessons for development policiesin developing countries by examining historical events
and factors that have had an effective role in the development of industrialized
countries, and in this process, she has come to the conclusion that the classica
economic theories are in conflict with the historical facts and has severely criticized
them. This article has tried to examine List's economic ideas and introduce some of the
reasons for the marginalization of these ideas by orthodox economists and finally, based
on List's thoughts, with a scholarly narrative view, identify and present the most
important theoretical fallaciesin Iran's industrialization process in the last four decades.
These fallacies have had a great impact on the relative inefficiency of economic
governance in implementing the privatization program, creating a stable balance in the
trade balance, improving productivity, developing the knowledge-based economy and
reversing the emigration of elites from the country.
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Extended Abstract

The book "National System of Political Economy" by Friedrich List has tried to expose
the fallacies in the explanation and analysis of the history of the development of
industrialized countries. With a research narrative approach, this book has provided
lessons for development policiesin developing countries by examining historical events
and factors that have had an effective role in the development of industrialized
countries, and in this process, she has concluded that the classical economic theories are
in conflict with the historical facts and has severely criticized them. By questioning the
basic assumptions of classical economic theories, this book places the most important
issue in its confrontation with the universal liberal economy, giving an identity to the
national economy and emphasizing the political nature of the economic system.
Therefore, List considers the role of the government to guide the country's economic
development with the aim of promoting national power and believes that the market
mechanism will face a serious failure in this regard. In particular, in a situation where
the country lags behind competing countries in terms of technology, it emphasizes the
necessity of intelligently supporting domestic industries to achieve the minimum level
of capabilities necessary to compete with foreign companies.

Some of the important axes of List's theories can be listed as follows:

Economy is political and the main goal of economic development and foreign trade
isto gain productive power and political power in relation to other countries.

The most important factor affecting productive power is"mental capital”.

Mental capital and the power of initiative and innovation of people originate from
their commitment and risk-taking; therefore, it is tied in the socia character and
structure of the political economy of the society. Tendency to initiative and innovation
in society depends on the level of political-social and cultural-religious maturity. The
republican system is the most advanced political-social system that brings people out of
the state of passivity in the face of the economic development of their country and
encourages them to act and play an active and innovative role to bring about changes in
the economy of their country.

Just as the promotion of political and social power will lead to the promotion of
productive power, the promotion of productive power will also lead to the promotion of
political and social power of a nation. Because, with the growth of production, the spirit
of cooperation, solidarity and social ethics will be developed and opposing thoughts will
be more tolerable, and the progress of civilization and civility and the evolution of
urban foundations will be possible.
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The government should encourage private investors to move within the framework
of development programs with intelligent support and minimal direct intervention.

Unconditional freedom of trade in the international market is contrary to national
interests and nationalities, and as long as nations exist and their national interests are
discussed separately, this theory cannot be a guide for their economic development.
Unconditional freedom of foreign trade in developing countries will eventually lead to
the bankruptcy of their domestic infant industries.

Countries that export manufactured goods and import raw materials are richer and
more powerful. This pattern of foreign trade enhances the country's dominance over
global relations.

It is possible to avoid economic instability caused by foreign exchange price
fluctuations in the economy by achieving a stable trade balance with foreign countries.
The trade balance based on the export of raw agricultural products and, on the other
hand, the import of industrial goods, will lead to economic instability for developing
countries.

The machine tool industry is the main driver of a country'sindustrial development.

However, List's theories were gradually marginalized by mainstream economists in
industrialized countries. Because the economists of the developed countries, as the
custodians of the development of the mainstream economic school, have always tried to
present economic theories that fit the economic conditions of their own country in their
era.

Thinking about List's theories helps to clear many falacies governing mainstream
economic theories in solving Iran's economic problems. This article has tried to reveal
some of the most important fallacies.

Although List's theories have important lessons for Iran's economic development,
these lessons will not be complete unless the criticisms of these theories are taken into
account for the development of Iran's economic policy.

List's nationalism led to the rise of Nazism in Germany and Fascism in Italy. This
way of thinking grew not only in Europe; rather, European countries, such as England
and France, through the development of this thinking, were able to overcome the
Ottoman government and successfully implement the Sykes-Picot agreement.
Nationalism has destroyed the foundations of human unity and prevented the unity of
nations. Islam is against focusing on race, ethnicity and patriotism, which will cause
division and break between Muslim countries and their dependence on colonial
countries. Based on Islamic values, the theory of economic progress of the Islamic
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Republic of Iran should support the increase of economic and political solidarity and
integration of Iran with countries aligned with the fundamental values of the Islamic
Republic of Iran and the reduction of the economic and political dependence of these
countries on other non-aligned countries. This theory of progress should support the
formation of Islamic civilization from alogical perspective.

Another issue that may not have been of great importance in the era of the list, and
today any theory for the economic development of the Islamic Republic of Iran must
consider it, is to present a plan to use the country's geo-economic advantages to create
national power. Such as the development opportunities of the sea-oriented economy or
the development opportunities of industries with high-added value relying on the
abundant reserves of il and gas and minerals of the country and the region.

Another problem that is not found in List's theoriesis the problem of Iran's economy
being locked to the economy of industrialized countries. In order to have stable and
cheap access to energy and raw materials, industrialized countries have tried to direct
the flow of Iran's economic development in the past few decades in such away that this
economy has become heavily dependent on the currencies obtained from the export of
raw materials. so that it cannot disrupt the supply of energy and raw materials to
industrialized countries. Therefore, by using different commercia tools, they have
pushed the flow of industrial development of the country towards the assembly
industries dependent on the currencies obtained from the export of raw materials. Every
theory of Iran's economic progress should be able to present a plan to get out of this
dependency deepen industrial production and promote the economy's endogeneity.

Another issue that has not been highlighted in List's theories, and today Iran's
economic development theory should provide a plan for it, is creating a leap in
technology development capabilities and deepening the industry, based on intelligent
catch-up. This plan, while creating a suitable institutional platform to activate learning
cycles for the absorption and deposition of technological capabilities in industrial value
chains, should provide an approach for maximum use of the technologica capabilities
of industrialized countries against granting them the home market.
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