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ABSTRACT 

I n s t i t u t i o n a l e c o n o m i c s i s a p a r t i c u l a r l y i l l - d e f i n e d 

c o n c e p t , and a g r e a t d e a l o f d i s a g r e e m e n t s u r r o u n d s i t s m e a n i n g . 

Both t h e n a t u r e and d e v e l o p m e n t o f i n s t i t u t i o n a l e c o n o m i c s 

have been t'he s u b j e c t o f d i s p u t e f o r some s i x t y y e a r s ; even 

t h o s e who c l a i m t o be i n s t i t u t i o n a l i s t s do n o t a l w a y s a g r e e on 

t h e s e i s s u e s . 

T h i s t h e s i s i s an e x a m i n a t i o n o f t h e d e v e l o p m e n t and n a t u r e 

o f A m e r i c a n i n s t i t u t i o n a l i s m . I t p r o c e e d s t h r o u g h a d e t a i l e d 

s t u d y o f t h e i n t e l l e c t u a l c u r r e n t s i n n i n e t e e n t h c e n t u r y A m e r i c a 

w h i c h gave r i s e t o t h e movement, and t h e work o f t h o s e w r i t e r s 

g e n e r a l l y a c c e p t e d as i n s t i t u t i o n a l i s t s . Most a t t e n t i o n i s g i v e n 

t o T. l i e b l e n , W.H. H a m i l t o n , W.C. M i t c h e l l , J.R. Commons, R.G. 

T u g w e l l , and C.E. A y r e s . 

I t i s a r g u e d t h a t i n s t i t u t i o n a l i s m grew o u t o f t h e i m p a c t 

o f e v o l u t i o n i s m and h i s t o r i c i s m i n A m e r i c a n t h o u g h t . These 

f a c t o r s r e s u l t e d i n t h e d e v e l o p m e n t o f t h e "new s c h o o l " o f German 

i n f l u e n c e d s c h o l a r s , t h e work o f T h o r s t e i n l / e b l e n , and t h e r i s e 

o f p r a g m a t i s m . I n s t i t u t i o n a l i s m i s a c o m b i n a t i o n o f l / e b l e n i s m , 

p r a g m a t i s m , and t h e i d e a s o f new s c h o o l w r i t e r s such as R.T. 

E l y and H.C. Adams. 

The e x a m i n a t i o n o f t h e work o f t h e m a j o r i n s t i t u t i o n a l i s t s 

r e v e a l s t h a t w h i l e t h e y do s h a r e a c o r e o f v e r y g e n e r a l method

o l o g i c a l and economic v i e w s , t h e r e a r e a number o f p o i n t s o f 



s i g n i f i c a n t v a r i a t i o n . I t i s a l s o n o t i c e a b l e t h a t t h e economic 

t h e o r i e s t h a t i n s t i t u t i o n a l i s m c o n t a i n s a r e n o t r i g o r o u s l y 

d e v e l o p e d and c o n t a i n many weaknesses. The t h e s i s c o n t e n d s 

t h a t i n s t i t u t i o n a l i s m can b e s t be seen as a b r o a d movement con

t a i n i n g w i t h i n i t s e l f a number o f d i s t i n g u i s h a b l e " w i n g s , " 

" g r o u p s , " o r " t r a d i t i o n s . " I t s f a i l u r e t o d e v e l o p a g r e a t e r 

d e g r e e o f c o h e r e n c e and more s a t i s f a c t o r y t h e o r e t i c a l i d e a s i s 

a t t r i b u t e d t o t h e p r o b l e m s i n h e r e n t i n t h e e p i s t e m o l o g i c a l and 

m e t h o d o l o g i c a l p o s i t i o n s a d o p t e d by i t s members. 
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CHAPTER 1 

INTRODUCTION 

I n s t i t u t i o n a l e c o n o m i c s has been a s o u r c e o f c o n s i d e r a b l e 

p e r p l e x i t y f o r t h e s t u d e n t o f economic t h o u g h t e v e r s i n c e t h e 

t e r m was f i r s t i n t r o d u c e d i n t o t h e l i t e r a t u r e by W a l t o n H a m i l t o n 
1 

i n 1919. The m a j o r p r o b l e m has a l i u a y s been t h a t t h e r e i s 

r e m a r k a b l y l i t t l e a g r e ement c o n c e r n i n g e x a c t l y what i n s t i t u t i o n a l i s m 

i s . T h i s l a c k o f a g r e e m e n t , i t s h o u l d be n o t e d , e x t e n d s w e l l 

i n t o t h e r a n k s o f t h o s e who c a l l t h e m s e l v e s i n s t i t u t i o n a l i s t s . 

I n W a l t o n H a m i l t o n ' s o r i g i n a l a r t i c l e i n s t i t u t i o n a l e c o n o m i c s 

was d e f i n e d i n t e r m s o f a v e r y b r o a d a p p r o a c h t o t h e s u b j e c t o f 

e c o n o m i c s . I n s t i t u t i o n a l e c o n o m i c s was, f o r H a m i l t o n , t h e a t t e m p t 

t o d e v e l o p a t h e o r y o f t h e "economic o r d e r , w h i c h i n v o l v e d 

( 1 ) t h e c o n c e p t o f " p r o c e s s " o r c u m u l a t i v e e v o l u t i o n a r y change, 

( 2 ) t h e s t u d y o f i n s t i t u t i o n s , ( 3 ) a c o n c e r n f o r " s o c i a l c o n t r o l " 

o r p r o b l e m s o l v i n g , and ( 4 ) t h e use o f t h e f i n d i n g s o f "modern 

p s y c h o l o g y " c o n c e r n i n g t h e r o l e o f h a b i t u a t i o n i n human b e h a v i o u r . ^ 

H a m i l t o n a d m i t t e d t h a t no c o n s i s t e n t body o f i n s t i t u t i o n a l i s t 

d o c t r i n e e x i s t e d a t t h a t t i m e , b u t he h e l d o u t t h e hope t h a t one 

1. W.H. H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " r e p r i n t e d i n I n d u s t r i a l P o l i c y and I n s t i t u t i o n a l i s m 
( C l i f t o n , 1 9 7 4 ) , pp.187-198. 

2. I b i d . , p.190. 
3. I b i d . , pp.190-196. 
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would e v e n t u a l l y be a r r i v e d a t . Among t h o s e c o n t r i b u t i n g t o t h e 

b e g i n n i n g s o f t h i s i n s t i t u t i o n a l e c o n o m i c s H a m i l t o n l i s t e d 

T h o r s t e i n l / e b l e n , Wesley M i t c h e l l , and v a r i o u s o t h e r d i s s e n t e r s 
4 

f r o m economic o r t h o d o x y . 

I n t h e 1920's and 1930's i n s t i t u t i o n a l i s m a t t r a c t e d many 

a d h e r e n t s , so much so t h a t L. R o b b i n s was moved t o c o m p l a i n o f 

t h e "wide a r e a o f power" h e l d by i n s t i t u t i o n a l i s t s i n A m e r i c a n 

economics.'' However, t h e movement, as even i n s t i t u t i o n a l i s t s 

a d m i t t e d , was e x t r e m e l y d i v e r s e , and many a t t e m p t s were made t o 

d e f i n e t h e common e l e m e n t s i n i n s t i t u t i o n a l i s t t h o u g h t and t o 

d i s c o v e r i f any p r o g r e s s had been made t o w a r d d e v e l o p i n g what 

c o u l d be c a l l e d a body o f i n s t i t u t i o n a l i s t economic t h e o r y . ^ 

Most n o n - i n s t i t u t i o n a l i s t i n v e s t i g a t o r s f o u n d l i t t l e e v i d e n c e o f 

any d e f i n a b l e i n s t i t u t i o n a l t h e o r y , and many c h a r a c t e r i s e d t h e 

movement as c o n s i s t i n g l a r g e l y o f h i s t o r i c a l , d e s c r i p t i v e , o r 

q u a n t i t a t i v e i n v e s t i g a t i o n s o f p a r t i c u l a r i n s t i t u t i o n s , c o m b ined 
7 

w i t h a d i s l i k e o f a b s t r a c t t h e o r i s i n g . I t must be s a i d t h a t 

i n s t i t u t i o n a l i s t s t h e m s e l v e s d i d much t o c o n t r i b u t e t o t h i s n e g a t i v e 
Q 

a p p r a i s a l , a l t h o u g h some w r i t e r s a r g u e d t h a t t h e c h a r a c t e r i s a t i o n 

4. I b i d . , pp.197-198. 
5. L. R o b b i n s , An Essay on t h e N a t u r e and S i g n i f i c a n c e o f 

Economic S c i e n c e ( L o n d o n , 1 9 3 2 ) , p.104. 
6. See f o r i n s t a n c e t h e Round T a b l e C o n f e r e n c e s , " I n s t i t u t i o n 

a l i s m : What I t I s and What I t Hopes t o Become," A m e r i c a n Economic 
Review 2 1 , Supp. ( 1 9 3 1 ) : 1 3 4 - 1 4 1 ; and " I n s t i t u t i o n a l E c o n o m i c s , " 
A m e r i c a n Economic Review 22, supp. ( 1 9 3 2 ) : 105-116. See a l s o L.D. 
E d i e , "The I n s t i t u t i o n a l C o n c e p t , " Q u a r t e r l y J o u r n a l o f Economics 
41 ( 1 9 2 7 ) : 405-440; and P a u l Homan, "An A p p r a i s a l o f I n s t i t u t i o n a l 
E c o n o m i c s , " A m e r i c a n Economic Review 22 ( 1 9 3 2 ) : 10-17; 3.R. Commons, 
" I n s t i t u t i o n a l E c o n o m i c s , " A m e r i c a n Economic Review 21 ( 1 9 3 1 ) : 
648-657; and t h e comments by J.E. S h a f e r , 3.R. Commons, and N.L. 
S i l v e r s t e i n i n t h e A m e r i c a n Economic Review 22 ( 1 9 3 2 ) : 261-269. 

7. P. Homan, o p . c i t . , pp.12-17; 3.3. S p e n g l e r , i n " I n s t i t u t i o n 
a l i s m : What I t I s and What I t Hopes t o Become," o p . c i t . , pp.135-137; 
L. R o b b i n s , o p . c i t . , p.104. 

8. For e x a m p l e , L.D. E d i e , op • c i t . , pp.405-440; N.L. S i l v e r s t e i n , 
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aias i n a d e q u a t e , p a r t i c u l a r l y w i t h r e s p e c t t o t h e t h e o r e t i c a l 
9 

c o n t e n t t o be f o u n d i n U e b l e n ' s work. A.L. H a r r i s , f o r i n s t a n c e , 

a r g u e d t h a t V e b l e n had more i n common w i t h Marx t h a n w i t h o t h e r 
1 0 

i n s t i t u t i o n a l i s t s , and, as U e b l e n i s f r e q u e n t l y r e g a r d e d as t h e 

" f a t h e r " o f i n s t i t u t i o n a l i s m , such i d e a s c r e a t e d p r o b l e m s i n t h e 

u n d e r s t a n d i n g o f t h e d e v e l o p m e n t o f i n s t i t u t i o n a l i s m and i n t h e 
1 1 

l o c a t i o n o f t h e s o u r c e s o f i n s t i t u t i o n a l i s t t h o u g h t . 
D e s p i t e t h e s e d i f f i c u l t i e s , t h e v i e w o f i n s t i t u t i o n a l i s m as 

e s s e n t i a l l y d e s c r i p t i v e and l a c k i n g i n t h e o r y t o o k h o l d i n many 
1 2 

t e x t b o o k s . What i s more, t h e g r o w t h o f i n s t i t u t i o n a l i s m was 

c h e c k e d a t t h e end o f t h e 1930's, and t h e movement d e c l i n e d i n 

i m p o r t a n c e . T h i s l e d some c o m m e n t a t o r s t o c o n c l u d e t h a t 
1 3 

i n s t i t u t i o n a l i s m was d y i n g o u t . As i s now q u i t e c l e a r such 

j u d g e m e n t s were c o n s i d e r a b l y p r e m a t u r e . I n t h e p o s t - 1 9 4 5 p e r i o d 

i n s t i t u t i o n a l i s m has g r a d u a l l y made i t s e l f f e l t once more, and 

i n s t i t u t i o n a l i s t s a r e now w e l l r e p r e s e n t e d i n o r g a n i s a t i o n s s uch 

as t h e A s s o c i a t i o n f o r E v o l u t i o n a r y Economics and i n t h e pages o f 

"An A p p r a i s a l o f I n s t i t u t i o n a l E c o n o m i c s : Comment," A m e r i c a n Economic 
Review 22 ( 1 9 3 2 ) : 268-269; W.E. A t k i n s e t a l . , Economic B e h a v i o r , 
An I n s t i t u t i o n a l A p p r o a c h ( B o s t o n , 1 9 3 1 ) } see a l s o D. H a m i l t o n , 
"Why i s I n s t i t u t i o n a l Economics Mot I n s t i t u t i o n a l ? , " A m e r i c a n 
J o u r n a l o f Economics and S o c i o l o g y 12 ( 1 9 6 2 ) : 312. 

9. D R S c o t t , " V e b l e n Not An I n s t i t u t i o n a l E c o n o m i s t , " 
A m e r i c a n Economic Review 23 ( 1 9 3 3 ) : 274-277;K.L. A n d e r s o n , "The U n i t y 
o f l / e b l e n ' s T h e o r e t i c a l System," Q u a r t e r l y J o u r n a l o f Economics 47 
( 1 9 3 3 ) : 598-626. 

10. A.L. H a r r i s , "Types o f I n s t i t u t i o n a l i s m , " J o u r n a l o f 
P o l i t i c a l Economy 40 ( 1 9 3 2 ) : 721-749. 

1 1 . See f o r i n s t a n c e E. R o l l , A H i s t o r y o f Economic T h o u g h t , 
4 t h ed. ( L o n d o n , 1 9 7 3 ) , p.453. R o l l i s f o r c e d t o s p e c u l a t e on t h e 
e x i s t e n c e o f an " o r a l t r a d i t i o n " l i n k i n g U e b l e n t o t h e l a t e r 
i n s t i t u t i o n a l i s t s . The v i e w o f l/eb l e n as a t h e o r i s t a l s o c r e a t e s 
d i f f i c u l t i e s w i t h t h e n o t uncommon v i e w o f i n s t i t u t i o n a l i s m as 
stemming f r o m t h e German H i s t o r i c a l S c h o o l . See L. R o b b i n s , o p . c i t . , 
pp.96 n . l , 104-105. 

12. D. H a m i l t o n , op . c i t . , pp.309-313. 
13. M. B l a u g , Economic T h e o r y i n R e t r o s p e c t , 2nd ed. ( L o n d o n , 
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. j o u r n a l s such as t h e J o u r n a l o f Economic I s s u e s . W i t h t h i s 

r e v i v a l t h e d e b a t e o v e r t h e n a t u r e o f i n s t i t u t i o n a l i s t t h o u g h t 

has r e a p p e a r e d i n some f o r c e . 

A number o f t h e more r e c e n t a d h e r e n t s t o t h e i n s t i t u t i o n a l i s t 

movement have s o u g h t t o c o u n t e r t h e c o n c e p t i o n o f i n s t i t u t i o n a l i s m 

as d e s c r i p t i v e and l a c k i n g i n t h e o r y . W r i t e r s such as A. Gruch y , 

J. Gambs, C.E. A y r e s , D. H a m i l t o n , K.W. Kapp, and P.A. K l e i n 

have a r g u e d t h a t i n s t i t u t i o n a l i s m i s more t h a n d e s c r i p t i o n and 
1 4 

t h a t i n s t i t u t i o n a l i s t s do s h a r e a d e f i n a b l e t h e o r e t i c a l f r a m e w o r k . 

A. Gruchy a r g u e s t h a t i n s t i t u t i o n a l i s t s s h a r e a " h o l i s t i c " 

a p p r o a c h t o econo m i c s w h i c h i n v o l v e s t h e i d e a o f t h e i n t e r r e l a t e d n e s s 

o f e c o n o m i c , s o c i a l , and c u l t u r a l s y s t e m s , a v i e w o f t h e "economic 

o r d e r as an e v o l v i n g scheme o f t h i n g s , " and a c o n c e r n w i t h t h e 
1 5 

" f u n c t i o n i n g o f t h e economy as a w h o l e . " Gruchy sees 
i n s t i t u t i o n a l i s m as s e e k i n g t o add t o and b r o a d e n o r t h o d o x t h e o r y 

1 6 
r a t h e r t h a n r e p l a c e i t . Gambs f i n d s t h e c o n n e c t i n g e l e m e n t s i n 

1 9 6 8 ) , p p . 6 8 0 - 6 8 1 ; Ben S e l i g m a n , The Economics o f D i s s e n t ( B o s t o n , 
1 9 6 8 ) , p.4; P.A. Samuelson, E c o n o m i c s , 1 0 t h ed., (New Y o r k , 1 9 7 6 ) , 
p.847; K. B o u l d i n g , "A New Look a t I n s t i t u t i o n a l i s m , " A m e r i c a n 
Economic Review 47 ( 1 9 5 7 ) : 1-12. 

14. See A. Gruchy, Modern Economic T h o u g h t : The A m e r i c a n 
C o n t r i b u t i o n (New York, 1947) ; A~! Gruchy, C o n t e m p o r a r y Economic 
T h o u g h t : T h e C o n t r i b u t i o n o f N e o - I n s t i t u t i o n a l i s t Economics ( C l i f t o n , 
1974) ; J~. Gambs, Beyond S u p p l y and Demand (New Y o r k , 1946) ; C.E. A y r e s , 
" I n s t i t u t i o n a l E c o n o m i c s : The C o - o r d i n a t e s o f I n s t i t u t i o n a l i s m " 
A m e r i c a n Economic Review 4 1 , supp. ( 1 9 5 1 ) : 47-55; D. H a m i l t o n , 
E v o l u t i o n a r y Economics ("Albuquerque, 1 9 7 0 ) ; D. H a m i l t o n , " l / e b l e n and 
Commons: A Case o f T h e o r e t i c a l C o n v e r g e n c e , " S o u t h w e s t e r n S o c i a l 
S c i e n c e q u a r t e r l y 34 ( 1 9 5 3 ) : 43-50; D. H a m i l t o n , "Why i s 
I n s t i t u t i o n a l Economics n o t I n s t i t u t i o n a l , " op. c i t . ; K.W. Kapp, " I n 
Defense o f I n s t i t u t i o n a l E c o n o m i c s , " Swedish J o u r n a l o f Economics 70 
( 1 9 6 8 ) : 1-18; K.W. Kapp, "The N a t u r e and S i g n i f i c a n c e o f I n s t i t u t i o n a l 
E c o n o m i c s , " K y k l o s 29 ( 1 9 7 6 ) : 209-232; P.A. K l e i n , " A m e r i c a n 
I n s t i t u t i o n a l i s m : P r e m a t u r e D e a t h , Permanent R e s u r r e c t i o n , " J o u r n a l 
o f Economic I s s u e s 12 ( 1 9 7 8 ) : 251-276. 

15. A. Gruch y , Modern Economic T h o u g h t , p p . 1 8 - 2 1 . 
16. A. Gruch y , C o n t e m p o r a r y Economic T h o u g h t , pp.299-310. 
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i n s t i t u t i o n a l t h o u g h t t o be t h e " d o c t r i n e o f o r g a n i c u n i t y " 

and t h e i d e a o f c o e r c i o n as a p e r v a s i v e and n o r m a l a s p e c t 
1 7 

o f economic l i f e . A y r e s i d e n t i f i e s t h e key i n s t i t u t i o n a l i s t 

d o c t r i n e s t o be a t h e o r y o f v a l u e based on Dewey's i n s t r u m e n t a l i s m , 

t h e i d e a o f a d i c h o t o m y between i n s t i t u t i o n a l l y d e t e r m i n e d modes 

o f b e h a v i o u r and t e c h n i c a l l y d e t e r m i n e d r e q u i r e m e n t s , a r e c o g n i t i o n 
o f t h e dynamic n a t u r e o f t e c h n o l o g y , and t h e use o f b e h a v i o u r i s t 

1 8 
p s y c h o l o g y . A y r e s sees i n s t i t u t i o n a l i s m as i n f u n d a m e n t a l 

1 9 
c o n f l i c t w i t h o r t h o d o x e c o n o m i c s . D. H a m i l t o n e m p h a s i s e s t h e 

2 0 
n o t i o n o f e v o l u t i o n , c u m u l a t i v e c a u s a t i o n , and t h e i n s t i t u t i o n s / 

21 

t e c h n o l o g y d i c h o t o m y . Kapp s t r e s s e s t h e i d e a o f " c i r c u l a r 

c a u s a t i o n , " b u t adds "a common c r i t i q u e o f t h e p r e c o n c e p t i o n s and 

h i d d e n n o r m a t i v e e l e m e n t s o f t r a d i t i o n a l economic a n a l y s i s , " and 

"a common v i e w o f t h e economic p r o c e s s as an open s y s t e m and as 
22 

p a r t o f a b r o a d e r s o c i o - c u l t u r a l n e t w o r k o f r e l a t i o n s h i p s . " 

K l e i n l i s t s n i n e p o i n t s on w h i c h he f e e l s i n s t i t u t i o n a l i s t s can 

a g r e e , i n c l u d i n g t h e p l a c i n g o f e c o n o m i c s w i t h i n a b r o a d c u l t u r a l 

f r a m e w o r k , t h e i n s t i t u t i o n s / t e c h n o l o g y d i c h o t o m y , t h e r o l e o f 

c o n c e n t r a t e d power g r o u p s , a dynamic a p p r o a c h , and an a c c e p t a n c e 

t h a t " p r o g r e s s " can be a c h i e v e d i n t h e sense o f moving t o w a r d t h e 
23 

g o a l o f a " r e a s o n a b l e s o c i e t y . " 
17. J. Gambs, op. c i t . , pp.1 1, 24-25. 
18. C.E. A y r e s , o p . c i t . , p p.47-55. 
19. C'.E. A y r e s , "Beyond t h e M a r k e t Economy: B u i l d i n g 

I n s t i t u t i o n s t h a t Work," S o c i a l S c i e n c e Q u a r t e r l y 50 ( 1 9 7 0 ) : 1055-
1057; see a l s o L.E. H i l l , C. D a n i e l , and C.E. A y r e s , "Forum," 
S o c i a l S c i e n c e Q u a r t e r l y 51 ( 1 9 7 1 ) : 990-996. 

20. D. H a m i l t o n , E v o l u t i o n a r y E c o n o m i c s , pp.16-17. 
2 1 . D. H a m i l t o n , "Why i s I n s t i t u t i o n a l Economics Not 

I n s t i t u t i o n a l ? , " op . c i t . , p.313; D. H a m i l t o n , "V/eblen and Commons: 
A Case o f T h e o r e t i c a l C o n v e r g e n c e , " op . c i t . , p.50. 

22. K.W. Kapp, " I n D e f e n s e o f I n s t i t u t i o n a l E c o n o m i c s , " o p . c i t . , 
p p.8-10; K.W. Kapp, "The N a t u r e and S i g n i f i c a n c e o f I n s t i t u t i o n a l 
E c o n o m i c s , " op . c i t . , pp.209-232. 

23. P.A. K l e i n , op . c i t . , pp.263-368. 
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W h i l e t h e r e a r e s i m i l a r i t i e s i n t h e s e a t t e m p t s t o d e f i n e a 

common f r a m e w o r k i t i s c l e a r t h a t t h e r e a r e s i g n i f i c a n t v a r i a t i o n s 

as w e l l . Each w r i t e r d e f i n e s t h e s u p p o s e d l y common f r a m e w o r k 

o f i n s t i t u t i o n a l i s t i d e a s i n a d i f f e r e n t f a s h i o n . I t i s a l s o t r u e 

t h a t t h e i d e a s d i s c u s s e d a r e e x t r e m e l y g e n e r a l and amount t o l i t t l e 

more t h a n an o v e r a l l o r i e n t a t i o n r a t h e r t h a n a s e t o f p r e c i s e 

t h e o r e t i c a l s t a t e m e n t s . I n d e e d , none o f t h e s e a t t e m p t s a t 

d e f i n i t i o n t a k e us much f u r t h e r t h a n W a l t o n H a m i l t o n d i d i n 1919. 

A f u r t h e r f l a w i n t h e argument t h a t i n s t i t u t i o n a l i s m i s a u n i f i e d 

t r a d i t i o n o f t h o u g h t w i t h a common t h e o r e t i c a l f r a m e w o r k i s t o be 

f o u n d i n t h e v i e w s o f w r i t e r s such as E. W i t t e , E.P. H a l l , and 

W.J. Samuels, who a l s o c l a i m t o be i n s t i t u t i o n a l i s t s . W i t t e 

a r g u e s t h a t i n s t i t u t i o n a l i s m i s " n o t so much a c o n n e c t e d body o f 
24 

economic t h o u g h t as a method o f a p p r o a c h i n g economic p r o b l e m s . " 
E.P. H a l l a p p e a r s t o a g r e e , t a l k i n g a b o u t i n s t i t u t i o n a l i s m as a 

25 

" p r a c t i c a l , r e a l i s t i c , i n s t i t u t i o n a l , e m p i r i c a l a p p r o a c h . " W. 

Samuels t a k e s a s l i g h t l y d i f f e r e n t v i e w , a r g u i n g t h a t i n s t i t u t i o n a l i s m 

does n o t as y e t p o s s e s s any s a t i s f a c t o r y o r g e n e r a l l y h e l d 

t h e o r e t i c a l f r a m e w o r k , a l t h o u g h , l i k e W a l t o n H a m i l t o n a l m o s t s i x t y 
y e a r s b e f o r e , he hopes t h a t such a g e n e r a l t h e o r y may be d e v e l o p e d 

2 6 

i n t h e f u t u r e . Samuels a l s o c r i t i c i s e s t h o s e who i d e n t i f y 

i n s t i t u t i o n a l i s m w i t h such t h i n g s as t h e t e c h n o l o g y / i n s t i t u t i o n s 

24. E.E. W i t t e , " I n s t i t u t i o n a l E c onomics as Seen by an 
I n s t i t u t i o n a l E c o n o m i s t , " S o u t h e r n Economic J o u r n a l 21 ( 1 9 5 4 ) : 1 3 1 -
140. 

25. F.P. H a l l , "Toward U n d e r s t a n d i n g I n s t i t u t i o n a l i s m , " 
I n d i a n J o u r n a l o f Economics 37 ( 1 9 5 6 / 5 7 ) : 177-186. 

26. W.J. Samuels, " I n s t i t u t i o n a l E c o n o m i c s : R e t r o s p e c t and 
P r o s p e c t , " mimeographed ( 1 9 6 8 ) ; W.J. Samuels, "The J o u r n a l o f 
Economic I s s u e s and t h e P r e s e n t S t a t e o f H e t e r o d o x E c o n o m i c s , " 
mimeographed (~R~eport t o t h e Board o f D i r e c t o r s o f t h e A s s o c i a t i o n 
f o r E v o l u t i o n a r y E c o n o m i c s , 1 9 7 6 ) . 
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d i c h o t o m y on t h e g r o u n d s t h a t i t i s n o t an i d e a s h a r e d by a l l 
27 

i n s t i t u t i o n a l i s t s . 

G i v e n t h a t t h e r e i s so much d i s a g r e e m e n t among i n s t i t u t i o n a l i s t s 

t h e m s e l v e s , i t i s n o t s u r p r i s i n g t o f i n d t h a t s e v e r a l w r i t e r s 

have s u g g e s t e d t h a t i n s t i t u t i o n a l i s m may c o n t a i n a number o f 
2 8 

d i f f e r e n t " g r o u p s " , " w i n g s , " o r " t r a d i t i o n s " w i t h i n i t . W h i l e 

t h i s i s c e r t a i n l y a p o s s i b i l i t y , t h e d i f f i c u l t y o f d e f i n i n g 

i n s t i t u t i o n a l i s m r e m a i n s and t h e r e i s t h e added p r o b l e m o f i d e n t i f y i n g 

t h e v a r i o u s " t r a d i t i o n s " and t h e e l e m e n t s w h i c h d i f f e r e n t i a t e 

them f r o m each o t h e r . S i m i l a r d i f f i c u l t i e s e x i s t w i t h t h e use 

o f t h e t e r m " n e o - i n s t i t u t i o n a l i s m " w h i c h has a p p e a r e d i n some 
29 

r e c e n t l i t e r a t u r e . 

T h i s summary o f t h e d e b a t e s o v e r i n s t i t u t i o n a l i s m s e r v e s t o 

d e m o n s t r a t e t h a t t h e r e a r e p e r s i s t e n t and w i d e s p r e a d d i s a g r e e m e n t s , 

and t h a t t h e s e d i s a g r e e m e n t s e x i s t even w i t h i n t h e i n s t i t u t i o n a l i s t 

movement i t s e l f . The n a t u r e , c o h e r e n c e , t h e o r e t i c a l c o n t e n t , and 

a c h i e v e m e n t s o f i n s t i t u t i o n a l i s m a r e a l l a t i s s u e , and q u e s t i o n s 

s t i l l r e m a i n c o n c e r n i n g t h e s o u r c e s o f i n s t i t u t i o n a l i s t t h o u g h t , 

i t s d e v e l o p m e n t , and i t s r e l a t i o n s h i p w i t h o r t h o d o x e c o n o m i c s . 

I n s t i t u t i o n a l i s m r e m a i n s an e l u s i v e c o n c e p t , b u t s u r p r i s i n g l y , 
27. W.3. Samuels, " I n s t i t u t i o n s V i s a V i s T e c h n o l o g y i n t h e 

DEI , " J o u r n a l o f Economic I s s u e s 11 ( 1 9 7 7 ) : 871-874. 
28. I b i d . , pp.871-875; A.T. C u t l e r , "The Ebb o f I n s t i t u t i o n a l 

E c o n o mics," S c i e n c e and S o c i e t y 2 ( 1 9 3 8 ) : 468-470; J.E. R o b e r t s o n , 
" F o l k l o r e o f I n s t i t u t i o n a l E c o n o m i c s , " S o u t h w e s t e r n S o c i a l S c i e n c e 
Q u a r t e r l y 41 ( 1 9 6 0 ) : 22-23; A. Gruchy, " I n s t i t u t i o n a l E c o n o m i c s : 
I t s I n f l u e n c e and P r o s p e c t s , " A m e r i c a n J o u r n a l o f Economics and 
S o c i o l o g y 37 ( 1 9 7 8 ) : 2 7 1 - 2 8 1 ; D. S e c k l e r , T h o r s t e i n U e b l e n and t h e 
I n s t i t u t i o n a l i s t s ( B o u l d e r , 1 9 7 5 ) , pp.5-10. 

29. A. Gruch y , C o n t e m p o r a r y Economic T h o u g h t , pp.16-18, 198-302; 
L. J u n k e r , "The T h e o r e t i c a l F o u n d a t i o n s o f N e o - I n s t i t u t i o n a l i s m , " 
A m e r i c a n J o u r n a l o f Economics and S o c i o l o g y 27 ( 1 9 6 8 ) : 197-198. 



g i v e n t h e e x t e n t o f t h e l i t e r a t u r e c o n c e r n i n g t h e n a t u r e o f 

i n s t i t u t i o n a l i s m , t h e r e i s a n o t i c e a b l e l a c k o f d e t a i l e d work 

on t h e t h o u g h t o f many o f t h e m a j o r i n s t i t u t i o n a l i s t f i g u r e s , 

l / e b l e n i s a l m o s t t h e o n l y e x c e p t i o n , b u t a b u l k o f t h e work on 

U e b l e n does n o t c o n c e r n h i s e c o n o m i c s . A l s o , what has been 

p r o d u c e d i s o f t e n t h e work o f o t h e r i n s t i t u t i o n a l i s t s and t e n d s 

t o a d v o c a c y r a t h e r t h a n t o an i m p a r t i a l i n v e s t i g a t i o n o f t h e 

movement. 

The p r e s e n t s t u d y i s d e s i g n e d t o a l l e v i a t e t h e s e d e f i c i e n c i e s 

and t o p r o v i d e a more f i r m l y based d i s c u s s i o n o f t h o s e q u e s t i o n s 

c o n c e r n i n g t h e n a t u r e o f i n s t i t u t i o n a l i s m w h i c h a r e s t i l l 

o u t s t a n d i n g . The s t u d y w i l l p r o c e e d t h r o u g h a h i s t o r i c a l 

i n v e s t i g a t i o n o f t h e i n s t i t u t i o n a l i s t movement and t h e i d e a s o f 

i t s m a j o r p r a c t i t i o n e r s . The f o c u s w i l l be on t h e A m e r i c a n 
3 1 

m a n i f e s t a t i o n o f t h e movement, and w i l l c o n f i n e i t s e l f t o t h o s e 
3 2 

w r i t e r s most g e n e r a l l y a c c e p t e d as i n s t i t u t i o n a l i s t s . The work 

30. See f o r i n s t a n c e D. H a m i l t o n , E v o l u t i o n a r y E c o n o m i c s , and 
A Gruchy's two m a j o r works Modern Economic T h o u g h t and C o n t e m p o r a r y 
Economic T h o u g h t . See a l s o A.W. C o a t s , "Review o f A. G r u c h y ' s 
C o n t e m p o r a r y Economic T h o u g h t , " J o u r n a l o f Economic I s s u e s 8 ( 1 9 7 4 ) : 
597-603. 

3 1 . I t i s n o t d e n i e d t h a t i n s t i t u t i o n a l i s m has f o l l o w i n g s 
among e c o n o m i s t s o f o t h e r n a t i o n a l i t i e s , b u t most c o m m e n t a t o r s wo u l d 
a g r e e t h a t i n s t i t u t i o n a l i s m i s p r i m a r i l y an A m e r i c a n phenomenon. 
At one t i m e t h e r e was a h a b i t o f l u m p i n g a l m o s t a l l d i s s e n t e r s f r o m 
economic o r t h o d o x y u n d e r t h e h e a d i n g o f i n s t i t u t i o n a l i s m , b u t as 
B o u l d i n g has a r g u e d , i f i n s t i t u t i o n a l i s m i s t o mean a n y t h i n g a t a l l 
i t must be c o n f i n e d t o t h a t t r a d i t i o n o f d i s s e n t stemming f r o m 
\/eblen, Commons, and M i t c h e l l . See K. B o u l d i n g , o p . c i t . , pp.1-2. 

32. As S e c k l e r p o i n t s o u t t h e r e i s more a g r e e m e n t c o n c e r n i n g 
who i n s t i t u t i o n a l i s t s a r e t h a n t h e r e i s c o n c e r n i n g what 
i n s t i t u t i o n a l i s m i s . D. S e c k l e r , op.c i t . , p.3. However, t h e r e i s 
n o t c o m p l e t e a g r e e m e n t . W r i t e r s such as G. Means, J.M. C l a r k , and 
G. Colm have been i n c l u d e d by A. Gruchy i n h i s b o o k s , b u t e x c l u d e d 
b y o t h e r s . B o t h Means and C l a r k o b j e c t e d t o t h e i r i n c l u s i o n i n 
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o f T. V e b l e n , W. H a m i l t o n , W.C. M i t c h e l l , J.R. Commons, R.G. 

T u g i u e l l , and C.E. A y r e s w i l l be g i v e n c l o s e a t t e n t i o n , a l t h o u g h 

t h e work o f many o t h e r s w i l l be d e a l t w i t h more b r i e f l y . B o t h 

t h e s i m i l a r i t i e s and t h e d i f f e r e n c e s b etween t h e v a r i o u s 

i n s t i t u t i o n a l i s t s w i l l be e x a m i n e d , a s , w h i l e t h e t e r m i n s t i t u t i o n -
33 

a l i s m must mean s o m e t h i n g t o t h o s e who a s s o c i a t e w i t h t h e name, 

i t i s n o t c l e a r t h a t i t means t h e same t h i n g t o a l l i n s t i t u t i o n 

a l i s t s . 

G r u chy's Modern Economic T h o u g h t , C l a r k i s o f t e n c o n s i d e r e d as 
s t a n d i n g between i n s t i t u t i o n a l i s m and o r t h o d o x y , w h i l e Colm has 
been d e s c r i b e d as c l o s e r t o an o r t h o d o x K e y n e s i a n p o s i t i o n t h a n t o 
i n s t i t u t i o n a l i s m . See J. D o r f m a n , The Economic Mind i n A m e r i c a n 
C i v i l i z a t i o n , (New Y o r k , 1 9 6 9 ) , 5: 438-463; C.A. Hickman, J .M. 
C l a r k (New Y o r k , 1975)., 'pp.59-60; A.W. C o a t s , "Review o f G r u c h y ' s 
C o n t e m p o r a r y Economic T h o u g h t , " op . c i t . , p.603; and p e r s o n a l 
i n t e r v i e w w i t h G. Means, June 2 4 t h , 1977. 

33. M. B l a u g , op', c i t . , p.678. 



CHAPTER 2 

BACKGROUND TO INSTITUTIONALISM 

I n o r d e r t o u n d e r s t a n d t h e d e v e l o p m e n t o f t h e i n s t i t u t i o n a l i s t 

movement and i t s g r e a t a p p e a l t o so many A m e r i c a n e c o n o m i s t s , i t 

i s f i r s t n e c e s s a r y t o o u t l i n e some o f t h e s a l i e n t a s p e c t s o f 

A m e r i c a n economic and s o c i a l t h o u g h t i n t h e p e r i o d between 1820 

and t h e t u r n o f t h e c e n t u r y . D u r i n g t h e s e e i g h t y y e a r s t h e U n i t e d 

S t a t e s u n d e r w e n t a g r e a t many ch a n g e s . The n a t i o n began i t s 

i n d u s t r i a l i z a t i o n , t h e r e were s h a r p p o l i t i c a l c o n f l i c t s , new s o c i a l 

p r o b l e m s , c i v i l war, and c o n s i d e r a b l e i n t e l l e c t u a l t u r m o i l as new 
1 

c u r r e n t s o f t h o u g h t u p s e t t h e p r e v a i l i n g o r t h o d o x i e s . Out o f 
t h e s e c o n d i t i o n s came t h e demand f o r a new o r " r e c o n s t r u c t e d " 

2 
e c o n o m i c s w h i c h c u l m i n a t e d i n i n s t i t u t i o n a l i s m . 

1 . For g e n e r a l t r e a t m e n t s o f t h i s p e r i o d see M. C u r t i , The 
Growth o f A m e r i c a n T h o u g h t (New Yo r k , 1 9 5 1 ) ; 1/. L. P a r r i n g t o n , Main 
C u r r e n t s i n A m e r i c a n T h o u g h t , v o l . 1 and 2, (New Y o r k , 1 9 3 0 ) ; H.W. 
S p i e g e l , The R i s e o f A m e r i c a n Economic T h o u g h t ( P h i l a d e l p h i a , 1 9 6 0 ) ; 
3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , v o l . 2 and 3, 
(New Y o r k , 1 9 3 0 ) ; E.C. K i r k l a n d , A H i s t o r y o f A m e r i c a n Economic L i f e , 
(New Y o r k , 1 9 5 1 ) ; H.U. F a u l k n e r , A m e r i c a n Economic H i s t o F y (New Y o r k , 
1 9 5 4 ) ; S.P. Hays, The Response t o I n d u s t r i a l i s m , 1885-1914 ( C h i c a g o , 
1 9 5 7 ) ; R. H o f s t a d t e r , The Age o f Reform (New Y o r k , 1 9 5 5 ) ; CM. 
D e s t l e r , A m e r i c a n R a d i c a l i s m 1865-1901 (New London, 1 9 4 6 ) ; J.H. 
F r a n k l i n , R e c o n s t r u c t i o n A f t e r t h e C i v i l War ( C h i c a g o , 1 9 6 1 ) ; A.M. 
S c h l e s i n g e r S r . , The R i s e o f t h e C i t y (New Y o r k , 1 9 3 3 ) ; R.B. Nye, 
M i d w e s t e r n P r o g r e s s i v e P o l i t i c s ("Michigan, 1 9 5 1 ) ; 3.D. H i c k s , The 
P o p u l i s t R e v o l t ( M i n n e a p o l i s , T931); S. F i n e , L a i s s e z - F a i r e and t h e 
G e n e r a l W e l f a r e S t a t e (Ann A r b o r , 1 9 6 7 ) ; M. H i l l q u i t , H i s t o r y o f 
S o c i a l i s m i n t h e U n i t e d S t a t e s (New Yo r k , 1 9 7 1 ) ; 3. C h a m b e r l a i n , 
F a r e w e l l t o Reform: The R i s e , L i f e and Decay o f t h e P r o g r e s s i v e Mind 
i n A m e r i c a (New Y o r k , 1 9 3 2 ) . 

2. M. W h i t e , S o c i a l T h o u g h t i n A m e r i c a : The R e v o l t A g a i n s t 
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I A m e r i c a n E c o n o m i c s , 1820-1860. 

A m e r i c a n e c o n o m i c s i n t h e p e r i o d up t o 1860 i s u s u a l l y 

c h a r a c t e r i s e d as b e i n g o f an e x t r e m e l y p o o r q u a l i t y . " ^ W h i l e 
4 

t h e r e was c o n s i d e r a b l e i n t e r e s t i n e c o n o m i c s , t h e d i s c i p l i n e 

s u f f e r e d due t o l o w t e a c h i n g s t a n d a r d s , t h e s m a l l s i z e , l i m i t e d 

r e s o u r c e s , and r e l i g i o u s n a t u r e o f most c o l l e g e s , t h e "con-

s p i c u o u s n e s s o f a t h e o l o g i c a l e l e m e n t " i n many n a t i v e works on 

t h e s u b j e c t , and t h e p o l i t i c a l p a r t i s a n s h i p w h i c h s u r r o u n d e d 
5 

economic d e b a t e s . Few c o l l e g e s o f f e r e d more t h a n one i n t r o d u c t o r y 

c o u r s e on p o l i t i c a l economy, and t h e a p p r o a c h was t i g h t l y c o n s t r a i n e d 

by t h e o v e r r i d i n g i m p o r t a n c e o f t h e m o r a l p h i l o s o p h y c o u r s e , t o 

w h i c h e c o n o m i c s was s t i l l c l o s e l y l i n k e d . ^ W i t h i n t h e s e l i m i t a t i o n s 

F o r m a l i s m ( B o s t o n , 1 9 5 7 ) . S i m i l a r demands a l s o a r o s e i n p h i l o s o p h y , 
h i s t o r y , and l a w . 

3. C.F. Dunbar, "Economic S c i e n c e i n A m e r i c a 1776-1876," 
N o r t h A m e r i c a n Review 122 ( 1 8 7 6 ) : 124-154; F.A. F e t t e r , "The E a r l y 
H i s t o r y o f P o l i t i c a l Economy i n t h e U n i t e d S t a t e s , " P r o c e e d i n g s o f t h e 
A m e r i c a n P h i l o s o p h i c a l S o c i e t y 87 ( 1 9 4 3 ) : 59. 

4. Dunbar c i t e s - l a c k o f i n t e r e s t as a r e a s o n f o r t h e l o w 
q u a l i t y o f A m e r i c a n e c o n o m i c s b u t S m i t h ' s W e a l t h o f N a t i o n s , 
R i c a r d o ' s P r i n c i p l e s , and Say's T r e a t i s e a l l s o l d w e l l . An A m e r i c a n 
e d i t i o n o f t h e E d i n b u r g h Review was a l s o a v a i l a b l e f r o m 1809 o n w a r d . 
See C.F. Dunbar, op . c i t . , pp.124-154; M. J . L . O'Connor, O r i g i n s o f 
Academic Economics i n t h e U n i t e d S t a t e s (New Y o r k , 1944"}^ p. 24; E. 
T e i l h a c , P i o n e e r s o f A m e r i c a n Economic T h o u g h t i n t h e N i n e t e e n t h 
C e n t u r y (New Y o r k , 1 9 6 7 ) , p.113. 

5. F. Wayland, T h o u g h t s on t h e P r e s e n t C o l l e g i a t e System i n t h e 
U n i t e d S t a t e s ( B o s t o n " 1 8 4 2 ) , p.78; T.E. C l i f f e - L e s l i e , " P o l i t i c a l 
Economy i n t h e U n i t e d S t a t e s , " i n Essays i n P o l i t i c a l Economy (New 
Y o r k , 1 9 6 9 ) , p.137; F.A. F e t t e r , o p . c i t . , p. 59-, R. H o f s t a d t e r and 
W.P. M e t z g e r , The D e v e l o p m e n t o f Academic Freedom i n t h e U n i t e d 
S t a t e s (New Y o r k , 1 9 5 5 ) p p . 1 8 5 - 2 3 1 ; C.F. T h w i n g , The A m e r i c a n and 
German U n i v e r s i t y (New Y o r k , 1 9 2 8 ) , pp.131-133; D.G. T e w k s b u r y , 
The F o u n d i n g o f A m e r i c a n C o l l e g e s and U n i v e r s i t i e s B e f o r e t h e C i v i l 
War (New Y o r k , 1 9 3 2 ) , p.90. 

6. J.B. P a r r i s h , " R i s e o f Economics as an Academic D i s c i p l i n e : 
The F o r m a t i v e Y e a r s t o 1900," S o u t h e r n Economic J o u r n a l 34 ( 1 9 6 7 ) : 2; 
G. B r y s o n , "The Comparable I n t e r e s t s o f t h e Old M o r a l P h i l o s o p h y and 
t h e Modern S o c i a l S c i e n c e s , " S o c i a l F o r c e s 11 ( 1 9 3 2 / 3 3 ) : 19-27; 
G. B r y s o n , "The Emergence o f t h e S o c i a l S c i e n c e s f r o m M o r a l 
P h i l o s o p h y , " The I n t e r n a t i o n a l J o u r n a l o f E t h i c s 42 ( 1 9 3 2 ) : 304-323; 
E.A.R. S e l i g m a n , "The E a r l y T e a c h i n g o f Economics i n t h e U n i t e d 



1 2. 

two d i s t i n c t s c h o o l s o f e c o n o m i c s d i d d e v e l o p i n t h e U n i t e d 

S t a t e s ; t h e " c l e r i c a l " s c h o o l , w h i c h was a s s o c i a t e d w i t h t h e 

P r o t e s t a n t c o l l e g e s o f t h e n o r t h e a s t e r n U n i t e d S t a t e s and 
7 

r e p r e s e n t e d t h e p r e v a i l i n g a cademic o r t h o d o x y , and t h e " A m e r i c a n " 

o r " n a t i o n a l i s t " s c h o o l , w h i c h e x i s t e d l a r g e l y o u t s i d e o f t h e 

c o l l e g e s y s t e m and was c e n t e r e d i n t h e new m a n u f a c t u r i n g a r e a s 
Q 

o f P e n n s y l v a n i a . 

The C l e r i c a l S c h o o l . 

The c l e r i c a l s c h o o l i n c l u d e d such men as J. M c V i c k a r , C. 
g 

B i d d l e , H. V e t h a k e , S.P. Newman, W.B. Law r e n c e , and F. Wayland. 
T h e i r v i e w s can b e s t be i n d i c a t e d by t h e c o l l e g e t e x t s t h e y made 

1 D 

use o f , w h i c h b e f o r e 1830 were u s u a l l y E u r o p e a n . 

Among t h e European t e x t s t h e most p o p u l a r was J.B. Say's 

T r e a t i s e , . p a r t i c u l a r l y a f t e r an e d i t i o n e d i t e d and f o o t n o t e d by 

B i d d l e a p p e a r e d i n 1B32. Say's T r e a t i s e was a s t a n d a r d c o l l e g e 
1 1 

t e x t f r o m 1821 u n t i l t h e C i v i l War. Say was o f t e n p r e f e r r e d t o 
S m i t h ' s W e a l t h o f N a t i o n s because o f S m i t h ' s c a t e g o r i s a t i o n o f 
c l e r i c s as u n p r o d u c t i v e and h i s t e n d e n c y t o s u p p o r t home as a g a i n s t 

1 2 
f o r e i g n t r a d e , b u t t h e s e c r i t i c i s m s were based l e s s on any 

S t a t e s , " i n J.H. H o l l a n d e r , e d . , Economic Essays i n Honor o f J.B. 
C l a r k (New Y o r k , 1 9 2 7 ) , pp.305-306; J.L. L a u g h l i n , "Courses o f 
S t u d y i n P o l i t i c a l Economy i n t h e U n i t e d S t a t e s i n 1876 and i n 1892-
93", J o u r n a l o f P o l i t i c a l Economy 1 ( 1 8 9 2 ) : A p p e n d i x I , p p . 1 4 3 - 1 5 1 . 

7. M.J.L. O'Connor, o p . c i t . , p.153. 
8. M . Hudson, Economics and T e c h n o l o g y i n 1 9 t h C e n t u r y A m e r i c a 

(New Y o r k , 1 9 7 5 ) , pp.7-17; F. F e t t e r , o p . c i t . , pp.54-55; M. C u r t i , 
op. c i t . , pp..253-258; E.V. W i l l s , " P o l i t i c a l Economy i n t h e E a r l y 
A m e r i c a n C o l l e g e C u r r i c u l u m , " The S o u t h A t l a n t i c Q u a r t e r l y 24 
( 1 9 2 5 ) : 1 5 0 - 1 5 1 . 

9. 3. D o r f m a n , op. c i t . , 2: 512-526, 7 1 3 - 7 7 1 ; F. F e t t e r , o p . c i t 
p.57; M.J.L. O'Connor, o p . c i t . , p.213. 

10. M.J.L. O'Connor, o p . c i t . , p.213. 
1 1 . E. T e i l h a c , o p.c i t . , p.113; S. F i n e , o p . c i t . , p . 1 0 . 
12. M.J.L. O'Connor, o p . c i t . , pp.153-154. S.P. Newman was 

s o m e t h i n g o f an e x c e p t i o n t o t h i s . See h i s E l e m e n t s o f P o l i t i c a l 
Economy, 1835, ( C l i f t o n , 1 9 7 3 ) . 
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l o g i c a l c r i t i q u e t h a n on s e c t i o n a l i n t e r e s t s u p p o r t e d by 
1 3 

r e f e r e n c e t o "common s e n s e . " R i c a r d o was f o u n d t o o d i f f i c u l t 
i 

f o r c o l l e g e use and t h e r e was n o t u n i v e r s a l a c c e p t a n c e o f h i s 
1 4 

r e n t t h e o r y . M c C u l l o c h ' s 1823 a r t i c l e f o r t h e E n c y c l o p e d i a 

B r i t a n n i c a , w h i c h c o n t a i n e d a R i c a r d i a n r e n t t h e o r y , was, however, 

e d i t e d and used by J. M c V i c k a r who h e l d t h e c h a i r o f M o r a l 
1 5 

P h i l o s o p h y a t C o l u m b i a . The e d i t i n g and f o o t n o t i n g o f Say and 

M c C u l l o c h u n d e r t a k e n by B i d d l e and M c V i c k a r was d e s i g n e d t o s t r e s s 

t h e i m p o r t a n c e o f t h e m e r c h a n t , a r g u e t h a t t r a d e was p r o d u c t i v e , 

c r i t i c i s e t h e S m i t h i a n d i v i s i o n between p r o d u c t i v e and u n p r o d u c t i v e 

l a b o u r , and t o answer "any q u e s t i o n i n g o f u n r e s t r a i n e d f r e e d o m 
1 6 

o f a q u i s i t i o n " t h a t t h e o r i g i n a l a u t h o r s e n t e r t a i n e d . M c l / i c k a r 
went so f a r as t o i d e n t i f y n a t i o n a l w e a l t h w i t h t h e sum o f 

1 7 
i n d i v i d u a l f o r t u n e s . I t was a l s o a r g u e d t h a t e c o n o m i c s was a 
" m o r a l s c i e n c e , " M c l / i c k a r s t a t i n g t h a t 

what r e l i g i o n r e p r o v e s as wrong, P o l i t i c a l Economy 
r e j e c t s as i n e x p e d i e n t . What r e l i g i o n condemns 
as c o n t r a r y t o d u t y and v i r t u e , P o l i t i c a l Economy 
p r o v e s t o be e q u a l l y opposed t o t h e peace, good 
o r d e r and p e r m a n e n t p r o s p e r i t y o f t h e c o m m u n i t y . . ^ 

O t h e r p o p u l a r w orks i n c l u d e d Jane P l a r c e t ' s C o n v e r s a t i o n s on 

P o l i t i c a l Economy and H a r r i e t F l a r t i n e a u 1 s I l l u s t r a t i o n s o f P o l i t i c a l 

13. See J. Dorfm a n , o p . c i t . , 2: 513-517; E. T e i l h a c , op . c i t . , 
p.113; and M.J.L. O'Connor, o p . c i t . , p.155. 

14. M.J.L. O'Connor, op . c i t . , p.149; J. D o r f m a n , op . c i t . , 2: 513; 
J.R. T u r n e r , The R i c a r d i a n Rent T h e o r y i n E a r l y A m e r i c a n Economics 
(New Y o r k , 1 9 2 j y . 

15. G. B r y s o n , "The Emergence o f t h e S o c i a l S c i e n c e s f r o m 
M o r a l P h i l o s o p h y , " o p . c i t . , p.310; J. M c V i c k a r , O u t l i n e s o f P o l i t i c a l 
Economy (New Y o r k , 1 8 2 5 ) . 

16. See f o r i n s t a n c e , J. M c V i c k a r , o p. c i t . , pp.42, 108, 155-156, 
177-178; and J.B. Say, A T r e a t i s e on P o l i t i c a l Economy, new A m e r i c a n 
ed. ( P h i l a d e l p h i a , 1847~J, e d i t o r s a d v e r t i s e m e n t , p p . v i - x i i ; E. 
T e i l h a c , op.c i t . , p.113; and J. Dorfman, o p . c i t . , 2: 513-517. 

17. J. M c l / i c k a r , op. c i t . , pp.17, 177. 
18. I b i d . , p.187. 
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Economy, t h e f o r m e r b e i n g used as a b e g i n n e r s t e x t i n even t h e 
1 9 

b e s t c o l l e g e s . B o t h t e x t s were o f t h e p o p u l i s t v a r i e t y and 

r e l a t i v e l y u n q u a l i f i e d i n t h e i r a c c e p t a n c e o f l a i s s e z - f a i r e i d e a s . 

M a r t i n e a u ' s book i s p a r t i c u l a r l y n o t i c e a b l e i n t h i s r e s p e c t , 

S c o t t - G o r d o n p o i n t i n g o u t t h a t h e r mork r e p r e s e n t s " t h e t r u e 

f u s i o n o f i d e a s and c o n f u s i o n o f u n d e r s t a n d i n g t h a t i s t h e e s s e n c e 
20 

o f t h e d o c t r i n e o f l a i s s e z - f a i r e . " 

A f t e r 1830 c l e r i c a l w r i t e r s began t o p r o d u c e t h e i r own 

t e x t s w h i c h were more s u i t e d t o t h e r e l i g i o u s and p o l e m i c a l 

p u r p o s e s o f t h e a u t h o r s . M c U i c k a r p u b l i s h e d h i s I n t r o d u c t o r y 

L e c t u r e t o a Course i n P o l i t i c a l Economy i n 1830, and H. U e t h a k e ' s 

P r i n c i p l e s a p p e a r e d i n 1838. These t e x t s e m p h a s i s e d t h e harmony 

o f i n t e r e s t s between t h e c l a s s e s , g e n e r a l l y opposed u s u r y l a w s , 

p o o r r e l i e f , o r any t r a n s f e r f r o m r i c h t o p o o r , and s u p p o r t e d f r e e 
21 

b a n k i n g , f r e e t r a d e , and l a i s s e z - f a i r e . C o n s i d e r a b l e i m p o r t a n c e 
was a t t a c h e d t o t h e " c l a i m s o f commerce," c l a i m s w h i c h , f o r 

22 

M c U i c k a r , were " s o m e t h i n g h o l y . " T h e r e was a r e p e a t e d l i n k i n g 

o f economic and m o r a l c o n c e r n s ; M c U i c k a r r e g a r d e d t h e p u r s u i t o f 

w e a l t h as f a v o u r a b l e t o t h e f o r m a t i o n o f a m o r a l c h a r a c t e r and a 

19. M . J . L . O'Connor, op . c i t . , p p . 1 1 1 , 153; 3. D o r f m a n , o p . c i t . , 
2: 515, 708. 

20. H. S c o t t - G o r d o n , "The I d e o l o g y o f L a i s s e z - F a i r e , " i n 
The C l a s s i c a l E c o n o m i s t s and Economic P o l i c y , ed. A.W. C o a t s 
"TLondon, 1 9 7 1 ) , p.708. 

2 1 . 3. M c U i c k a r , I n t r o d u c t o r y L e c t u r e t o a Course i n P o l i t i c a l 
Economy ( L o n d o n , 1 8 3 0 ) ; H. l / e t h a k e , The P r i n c i p l e s o f P o l i t i c a l 
Economy ( P h i l a d e l p h i a , 1 8 3 8 ) ; 3. Dorfman and R.G. T u g w e l l , 
"Henry U e t h a k e , " C o l u m b i a U n i v e r s i t y Q u a r t e r l y 25 ( 1 9 3 3 ) : 335-364; 
3. Dorfman and R.G. T u g w e l l , "The Reverend John M c U i c k a r , " C o l u m b i a 
U n i v e r s i t y Q u a r t e r l y 23 ( 1931 ) : 3 5 3 - 4 0 1 ; M.J.L. O'Connor, op. c i t . , 
pp.64-217 . 

22. 3. M c U i c k a r , I n t r o d u c t o r y L e c t u r e t o a Course i n P o l i t i c a l 
Economy, p.3 4. 



15. 
23 " s a f e g u a r d o f v i r t u e , " w h i l e l/ethake f e l t t h a t uuealth was, 

i n p a r t , t h e r e s u l t o f m o r a l l i v i n g , and opposed t h e s h o r t e n i n g 

o f t h e work day on t h e g r o u n d s t h a t t h e e x t r a l e i s u r e may be used 
24 

f o r " d i s s i p a t i o n and v i c e . " l/ethake a l s o opposed u n i o n i s m , 
25 

a r g u i n g t h a t u n i o n s v i o l a t e d t h e " r i g h t s o f p r o p e r t y ; " r i g h t s 
2 6 

w h i c h most c l e r i c s saw as based on t h e " w i l l o f God." For 

V/ethake, economic p r i n c i p l e s w h i c h were " l e g i t i m a t e l y d e d uced" 
27 

had t o be i n harmony w i t h t h e f i n d i n g s o f " r e v e a l e d r e l i g i o n . " 
Of t h e c l e r i c a l t e x t s by f a r t h e mast p o p u l a r was F. Wayland's 

2 8 

E l e m e n t s o f P o l i t i c a l Economy, p u b l i s h e d i n 1837. Wayland t o o k 

t h e v i e w t h a t " t h e p r i n c i p l e s o f p o l i t i c a l economy a r e so c l o s e l y 

a n a l a g o u s t o t h o s e o f m o r a l p h i l o s o p h y t h a t a l m o s t any q u e s t i o n i n 
29 

t h e one may be a r g u e d on g r o u n d s b e l o n g i n g t o t h e o t h e r . " I n 

t h i s work t h e m e r c h a n t and c l e r i c a r e p r a i s e d , t h e p o o r l a w s and 

u n i o n s a r e a t t a c k e d , as i s g o v e r n m e n t i n t e r v e n t i o n . ^ ^ I n Wayland's 

companion volume The E l e m e n t s o f M o r a l S c i e n c e he can be f o u n d 

a r g u i n g t h a t " i n a s m u c h as t h e v a l u e o f p r o p e r t y depends upon t h e 

u n r e s t r a i n e d use I am a l l o w e d t o make o f i t , f o r t h e p r o m o t i o n o f 

my i n d i v i d u a l h a p p i n e s s , s o c i e t y i n t e r f e r e s w i t h t h e r i g h t o f 

23. I b i d . , pp.4-7. 
24. H. l / e t h a k e , op. c i t p p . 3 3 2 - 3 3 4 . See a l s o H. l / e t h a k e , 

An I n t r o d u c t o r y L e c t u r e on P o l i t i c a l Economy ( P r i n c e t o n , 1 8 3 1 ) , 
pp.2-6; and 3. Dorfman and R.G. T u g w e l l , "Henry l / e t h a k e , " o p . c i t . , 
pp.352-359. 

25. H. l / e t h a k e , The P r i n c i p l e s o f P o l i t i c a l Economy, pp.327-330. 
26. See f o r i n s t a n c e F. Wayland, The E l e m e n t s o f M o r a l S c i e n c e , 

2nd ed. ( L o n d o n , 1 8 3 5 ) , p.374. 
27. H. l / e t h a k e , An I n t r o d u c t o r y L e c t u r e on P o l i t i c a l Economy, 

p.26. A g a i n , S.P. Newman's work c o n t a i n s much l e s s i n t h e way o f 
t h e o l o g i c a l a r g u m e n t s . 

28. (^1.J.L. O'Connor, op . c i t . , pp.214-216; S. F i n e , op . c i t . , p . 1 1 . 
29. F. Wayland, E l e m e n t s o f P o l i t i c a l Economy ( B o s t o n , 1 8 3 7 ) , 

p . i v . 
30. I b i d . , pp.123-128, 373-375, 454-462. See a l s o M.3.L. 
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3 1 

p r o p e r t y , i f i t i n any manner a b r i d g e any o f t h e s e . " Wayland's 
o n l y d e p a r t u r e f r o m t h e c l e r i c a l o r t h o d o x y was h i s c r i t i c i s m o f 

R i c a r d i a n r e n t t h e o r y . Wayland v i e w e d r e n t as an i n t e r e s t payment 
3 2 

and a r g u e d t h a t r e n t d i d e n t e r i n t o p r i c e . 

The a t t i t u d e s o f t h e c l e r i c a l w r i t e r s p r o v i d e a c o n t r a s t t o 

t h e l i n e o f t h o u g h t r e p r e s e n t e d by e a r l i e r E n g l i s h m o r a l 

p h i l o s o p h y and by t h e more p r o m i n e n t c l a s s i c a l e c o n o m i s t s . B o t h 

m o r a l p h i l o s o p h e r s such as P a l e y and t h e c l a s s i c a l w r i t e r s h e l d 

a r e a s o n a b l y p r a g m a t i c a t t i t u d e t o g o v e r n m e n t i n t e r v e n t i o n , and 

t h e use o f t h e o l o g i c a l a r g u m e n t s had v e r y . l a r g e l y d i s a p p e a r e d i n 

E n g l a n d by t h e 1 8 2 0 ' s . " ^ The A m e r i c a n c l e r i c s p l a c e d g r e a t s t r e s s 

on t h e s a n c t i t y o f p r o p e r t y r i g h t s and on t h e i n d i v i d u a l p u r s u i t 

o f g a i n as a m o r a l f o r c e . Combined w i t h t h e i r a t t i t u d e s t o w a r d s 

commerce, t h i s l e d t o a much more r i g i d a d h e r e n c e t o l a i s s e z -

f a i r e t h a n i s t o be f o u n d i n t h e w r i t i n g s o f t h e c l a s s i c a l e c o n o m i s t s . 

The c l e r i c s were a l s o a l m o s t e x c l u s i v e l y d e d u c t i v e i n t h e i r 

m e t h o d o l o g y . T h i s may seem s u r p r i s i n g g i v e n t h e use o f t e x t s by 

Say and M c C u l l o c h and t h e i n f l u e n c e o f S c o t t i s h P h i l o s o p h y i n 

A m e r i c a n t h o u g h t a t t h i s t i m e , b u t i t can be e x p l a i n e d by t h e 

emphasis on " r e v e a l e d r e l i g i o n , " w h i c h t h e c l e r i c s c o n t i n u e d t o 

O'Connor, op. c i t . , p.215; 0. Dorfman, The Economic Mind i n A m e r i c a n 
C i v i l i z a t i o n , 2: 758-767. 

3 1 . F. Wayland, The E l e m e n t s o f M o r a l S c i e n c e , p.250. 
32. F. Wayland, E l e m e n t s o f P o l i t i c a l Economy, pp.380-397. 

T h i s a t t i t u d e t o w a r d R i c a r d i a n r e n t t h e o r y was more common among 
t h e n a t i o n a l i s t s c h o o l . See 3.R. T u r n e r , o p . c i t . 

3 3. See D.P. O ' B r i e n , The C l a s s i c a l E c o n o m i s t s ( O x f o r d , 1 9 7 5 ) , 
pp.272-292; T.E. C l i f f e - L e s l i e , o p . c i t . , p.137. One r e v i e w e r o f 
Wayland's M o r a l S c i e n c e commented " I g i v e t h a n k s t o God t h a t I see 
none o f t h a t p a r l y i n g w i t h t h e w o r l d w h i c h i s so f a t a l i n P a l e y . " 
See G. B r y s o n , "The Emergence o f t h e S o c i a l S c i e n c e s f r o m M o r a l 
P h i l o s o p h y , " o p . c i t . , p . 3 1 1 , and F. Wayland, E l e m e n t s o f M o r a l 
S c i e n c e , pp.356-357. 
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t a k e as a t r u e r g u i d e t o a c t i o n t h a n o b s e r v a t i o n o r c o n s c i e n c e , 

and by t h e loo/ esteem w h i c h s u r r o u n d e d h i s t o r i c a l and e m p i r i c a l 

work . 

The N a t i o n a l i s t S c h o o l . 

The n a t i o n a l i s t s c h o o l e x i s t e d l a r g e l y o u t s i d e o f t h e c o l l e g e 

s y s t e m and i n c l u d e d such w r i t e r s as M. Carey, and h i s son H.C. 
35 

C a r e y , D. Raymond, F. L i s t , 3. Rae, A. E v e r e t t , and W. P h i l l i p s . 

The o u t s t a n d i n g c h a r a c t e r i s t i c s o f t h e s c h o o l were i t s p r o t e c t i o n i s t 

l e a n i n g s and s u p p o r t o f t h e m a n u f a c t u r i n g i n t e r e s t s i n P e n n s y l v a n i a . " ^ 

The n a t i o n a l i s t s c h o o l has been t r a c e d back t o A l e x a n d e r H a m i l t o n , 

b u t i t was Mathew Carey who was i n t h e f o r e f r o n t o f t h e p r o t e c t i o n i s t 

c a m p a i g n s o f t h e e a r l y y e a r s o f t h e c e n t u r y , and D a n i e l Raymond 
37 

who f i r s t p r o v i d e d some t h e o r e t i c a l b a s i s f o r t h e s c h o o l . 

U n l i k e M c U i c k a r and o t h e r c l e r i c s , Raymond d i d n o t i d e n t i f y 

p r i v a t e w i t h n a t i o n a l w e a l t h . H i s p o i n t was t h a t p r i v a t e w e a l t h 

c o u l d be i n c r e a s e d by s c a r c i t y w h i l e n a t i o n a l w e a l t h c o u l d o n l y 

be i n c r e a s e d by a d d i n g t o p r o d u c t i v e c a p a c i t y , by i m p r o v i n g 

t h e i n f r a s t r u c t u r e , o r by g a i n i n g n a t i o n a l a d v a n t a g e s o r p r i v i l e g e s 
3 8 

i n i n t e r n a t i o n a l t r a d e . On t h i s b a s i s he a r g u e d f o r i n t e r n a l 

34. See F. Wayland, E l e m e n t s o f M o r a l S c i e n c e , pp.121-125; 
3. H e r b s t , The German H i s t o r i c a l S c h o o l i n A m e r i c a n S c h o l a r s h i p 
(New Y o r k , 1 9 5 6 ) , pp.60-65. 

35. F. F e t t e r , o p . c i t . , pp.54-56; 3. D o r f m a n , The Economic 
Mind i n A m e r i c a n C i v i l i z a t i o n , 2: 566-600, 771-825, 850-862, 936-
945; L. Haney, H i s t o r y o f Economic T h o u g h t , 4 t h ed. (New Y o r k , 1 9 6 4 ) , 
pp.403-424. 

36. M. Hudson, o p . c i t . , pp.45-54. 
37. M. Hudson, o p . c i t . , p.54; F. F e t t e r , op . c i t . , p.55; 

M.J.L. O'Connor, o p . c i t . , p p . 2 9 - 3 1 . 
38. Raymond seems t o have t a k e n t h i s d i s t i n c t i o n b e t w e e n 

p r i v a t e w e a l t h and n a t i o n a l w e a l t h f r o m L a u d e r d a l e . See D. Raymond, 
The E l e m e n t s o f P o l i t i c a l Economy, 1823, 2 v o l s . (New Y o r k , 1 9 6 4 ) , 
1: 33-55, 151-190. See a l s o C P . N e i l l , " D a n i e l Raymond: An E a r l y 
C h a p t e r i n t h e H i s t o r y o f Economic T h e o r y i n t h e U n i t e d S t a t e s , " 
Johns H o p k i n s U n i v e r s i t y S t u d i e s i n H i s t o r i c a l and P o l i t i c a l S c i e n c e 
15, no.4 ( 1 8 9 7 ) . 
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i m p r o v e m e n t s such as t h e b u i l d i n g o f r o a d s and c a n a l s , and f o r 
39 

t h e p r o t e c t i o n o f d o m e s t i c i n d u s t r y . Raymond a l s o c r i t i c i s e d 

what he saw as t h e p e s s i m i s m o f M a l t h u s and R i c a r d o , a r g u i n g 

t h a t i n v e s t m e n t i n t h e i m p r o v e m e n t o f l a n d c o u l d l e a d t o i n c r e a s i n g 
40 

r e t u r n s , i n c r e a s i n g n a t i o n a l w e a l t h , and h i g h e r wages. T h i s 
l i n e o f a r g u m e n t i s a l s o v i s i b l e i n t h e work o f many o t h e r members 

41 
o f t h e n a t i o n a l i s t s c h o o l . 

F r i e d r i c h L i s t who s t a y e d i n t h e U n i t e d S t a t e s between 1825 
42 

and 1832 a l s o a d o p t e d t h e d i s t i n c t i o n b etween p r i v a t e and 

n a t i o n a l w e a l t h , b u t s u p p l e m e n t e d h i s a r g u m e n t w i t h a t h e o r y o f 

economic s t a g e s . These s t a g e s were t h e savage, p a s t o r a l , 
a g r i c u l t u r a l , a g r u c u l t u r a l / m a n u f a c t u r i n g , and a g r i c u l t u r a l / 

/ 43 

m a n u f a c t u r i n g / c o m m e r c i a l . The p o l i c i e s a n a t i o n s h o u l d f o l l o w 

depended, i n L i s t s ' s v i e w , on i t s s t a g e o f d e v e l o p m e n t . L i s t 

c o n c e n t r a t e d on t h e l a s t t h r e e s t a g e s and h e l d t h a t i n d u s t r i a l 

g r o w t h was t h e p r i n c i p a l m o v i n g f o r c e i n t h e s e l a t e r s t a g e s . W h i l e 

he a r g u e d t h a t f r e e c o m p e t i t i o n s h o u l d p r e v a i l i n t e r n a l l y , L i s t 

a r g u e d t h a t i n o r d e r t o p r o m o t e t h e d e v e l o p m e n t o f c e r t a i n n a t i o n s 
39. D. Raymond, o p . c i t . , 2: 95-103, 199-253. 
40. I b i d . , 2: 183-203; and see a l s o 3.R. T u r n e r , o p . c i t . , 

pp.22-49; M.J.L. O'Connor, o p . c i t . , pp.29-47; J. D o r f m a n , The 
Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 2: 56 8. 

4 1 . 0. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 2 
585-597, 799-800. 

42. See. W. IMotz, " F r i e d r i c h L i s t i n A m e r i c a , " A m e r i c a n 
Economic Review 16 ( 1 9 2 6 ) : 240-265. 

43. F. L i s t , The N a t i o n a l System o f P o l i t i c a l Economy ( L o n d o n 
1 8 8 5 ) . L i s t seemed t o t h i n k t h a t a n a t i o n a l economy had a l w a y s 
e x i s t e d . For d i s c u s s i o n o f L i s t ' s work see M. Hudson, o p . c i t . , 
p p.115-132; B.F. H o s e l i t z , " T h e o r i e s o f S t a g e s o f Economic G r o w t h , " 
i n T h e o r i e s o f Economic G r o w t h , ed. B.F. H o s e l i t z ( G l e n c o e , 1 9 6 0 ) , 
pp. 193-238; C. Gide and C. R i s t , A H i s t o r y o f Economic D o c t r i n e s 
( L o n d o n , 1 9 1 9 ) , pp.264-290; 3. S c h u m p e t e r , H i s t o r y o f Economic 
A n a l y s i s (New Y o r k , 1 9 5 4 ) , pp.504-505. 
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44 p r o t e c t i o n i s m may be j u s t i f i e d . 

On method L i s t was an i n d u c t i v i s t , s t a t i n g t h a t " when...I 

v i s i t e d t h e U n i t e d S t a t e s , I c a s t a l l book a s i d e - - t h e y w o u l d o n l y 

have t e n d e d t o m i s l e a d me." H i s i d e a s grew o u t o f h i s o b s e r v a t i o n 
45 

o f " a c t u a l l i f e . " A f t e r h i s r e t u r n t o Germany, L i s t became 

one o f t h e f o r e r u n n e r s o f t h e German H i s t o r i c a l S c h o o l , w h i c h 

when i m p o r t e d back t o A m e r i c a i n t h e 1880's was t o have a p r o f o u n d 
• P I ^ . 4 6 

i n f l u e n c e on academic e c o n o m i c s . 

John Rae was a more p e r i p h e r a l member o f t h e n a t i o n a l i s t 

s c h o o l a l t h o u g h he t o o a d p o t e d t h e d i s t i n c t i o n between i n d i v i d u a l 
47 

and n a t i o n a l w e a l t h . I n p a r t i c u l a r , Rae s t r e s s e d t h e r a l e o f 

i n t e l l i g e n c e , f o r e t h o u g h t , and b e n e v o l e n c e i n i n c r e a s i n g n a t i o n a l 

w e a l t h , and a r g u e d t h a t n a t i o n a l w e a l t h c o u l d be d i m i n i s h e d by 

w a s t e , s e l f i s h n e s s , and t h e debasement o f t h e i n t e l l e c t u a l and 
49 

m o r a l p a r t s o f human n a t u r e . Such t h i n g s as l u x u r y , f a s h i o n , 

and " c o n s p i c u o u s c o n s u m p t i o n " a r e c r i t i c i s e d w h i l e g r e a t i m p o r t a n c e 

i s a t t a c h e d t o t h e advance o f k n o w l e d g e . I n d e e d , Rae's 44. The u l t i m a t e S t a g e i n L i s t ' s s y s t e m d i d i n v o l v e u n i v e r s a l 
f r e e t r a d e . See M. Hudson, o p . c i t . , p.122. 

45. F. L i s t , o p . c i t . , p r e f a c e p.54. 
46. J. S c h u m p e t e r , o p . c i t . , p.505; and see t h i s c h a p t e r b e l o w . 
47. John Rae, P o l i t i c a l Economy ( B o s t o n , 1 8 3 4 ) , pp.7-77; f o r 

b i o g r a p h i c a l d e t a i l s see R. Warren James, "The L i f e and Work o f 
John Rae," C a n a d i a n J o u r n a l o f Economics and P o l i t i c a l S c i e n c e 17 
( 1 9 5 1 ) : ' 1 4 1 - 1 6 3 ; and t h e same a u t h o r ' s two volume work John Rae 
P o l i t i c a l E c o n o m i s t ( T o r o n t o , 1 9 6 5 ) . 

48. John Rae, o p . c i t . , pp.119-129, 208-264. See a l s o J . J . 
S p e n g l e r , "John Rae on Economic D e v e l o p m e n t , " Q u a r t e r l y J o u r n a l o f 
Economics 73 ( 1 9 5 9 ) : 393-406; R.H. Deans and J.S. Deans, "John Rae 
and t h e P r o b l e m s o f Economic D e v e l o p m e n t , " Review o f S o c i a l Economy 
30 ( 1 9 7 2 ) : 9 7 - 1 1 1 ; and t h e i n t r o d u c t i o n t o C.W. M i x t e r ' s e d i t i o n o f 
Rae's work w h i c h he e n t i t l e d The S o c i o l o g i c a l T h e o r y o f C a p i t a l (New 
Yo r k , 1 9 0 5 ) , p p . 4 - 1 4 . Rae a l s o a p p r o a c h e d a m a r g i n a l p r o d u c t i v i t y 
t h e o r y o f c a p i a l . See C.W.. M i x t e r , "A f o r e r u n n e r o f Bohm-Bawerk," 
Q u a r t e r l y J o u r n a l o f Economics 2 ( 1 8 9 7 ) : 161-190. 

49. John Rae, P o l i t i c a l Economy, pp.119-129, 265-299, 312-319. 
50. John Rae, P o l i t i c a l Economy, pp.265-299. Rae r e f e r s t o 
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p r o t e c t i o n i s m i s l a r g e l y j u s t i f i e d on t h e g r o u n d s t h a t t a r i f f s 

may s t i m u l a t e i n v e n t i v e n e s s and e n t e r p r i s e and t h a t d o m e s t i c 
51 

p r o d u c t i o n w i l l r e s u l t i n g a i n s i n k n o w l e d g e . 
Rae was a l s o c o n c e r n e d t o c r i t i c i s e t h e a b s t r a c t method o f 

52 
t h e c l a s s i c a l e c o n o m i s t s on t h e b a s i s o f B a c o n i a n i n d u c t i v i s m 
and t o d e m o n s t r a t e t h a t a p r e s u m p t i o n i n f a v o u r o f l a i s s e z - f a i r e 

53 
c o u l d n o t be j u s t i f i e d . Rae's work was, however, f e l t t o be 
i n s u f f i c i e n t l y p r o t e c t i o n i s t by o t h e r n a t i o n a l i s t s c h o o l members, 

54 

and h i s work r e c e i v e d r e l a t i v e l y l i t t l e a t t e n t i o n i n A m e r i c a . 

The same c a n n o t be s a i d o f H.C. Carey who t o o k o v e r l e a d e r s h i p o f 

t h e p r o t e c t i o n i s t cause i n t h e 1840's,"^ and who b e l i e v e d t h a t 

v i r t u a l l y a l l n a t i o n a l i l l s c o u l d be r e m e d i e d t h r o u g h t h e use o f 

t a r i f f s . 
Carey f e l t t h a t i n o r d e r t o j u s t i f y p r o t e c t i o n t h e " w h o l e 

57 
R i c a r d o - M a l t h u s i a n s y s t e m " w o u l d have t o be o v e r t u r n e d . C a r e y ' s 
work i s s u f f u s e d w i t h a b e l i e f i n t h e harmony o f i n t e r e s t s , a h i g h 

5 8 
d e g r e e o f o p t i m i s m , and c o n s t a n t r e f e r e n c e s t o "God's Law." 

M a n d e v i l l e ' s F a b l e o f t h e Bees, Remark Q, and uses t h e t e r m 
" c o n s p i c u o u s c o n s u m p t i o n " w h i c h i s u s u a l l y u n i q u e l y a s s o c i a t e d w i t h 
l / e b l e n . See 3.3. S p e n g l e r , " V e b l e n and M a n d e v i l l e C o n t r a s t e d , " 
W e l t w i r t s c h a f t l i c h e s A r c h i v 82 ( 1 9 5 9 ) : 36-38. 

5 1 . John Rae, P o l i t i c a l Economy, pp.315-317, 384. 
52. I b i d . , p p . 3 2 8 - 3 5 1 . 
53. I b i d . , pp.358-362. 
54. 3. Dorfma n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 2: 

788-789. I n c o n t r a s t S e n i o r and M i l l b o t h p r a i s e d h i s work and M i l l 
b o r r o w e d f r o m Rae's t r e a t m e n t o f c a p i t a l . See 3.S. M i l l , P r i n c i p l e s 
o f P o l i t i c a l Economy ( L o n d o n , 1 9 0 3 ) , pp.121-127. 

55. B e f o r e 1842 Carey a d v o c a t e d f r e e t r a d e . See 3. D o r f m a n , 
The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 2: 790-799; A.D.H. 
K a p l a n , "The D e v e l o p m e n t o f C a r e y ' s Economic T h o u g h t , " 3ohns H o p k i n s 
S t u d i e s i n H i s t o r i c a l and P o l i t i c a l S c i e n c e 49 ( 1 9 3 1 ) : 30-48. 

56. H.C. Carey, P r i n c i p l e s o f S o c i a l S c i e n c e , 3 v o l s . ( P h i l a 
d e l p h i a , 1 8 5 8 - 1 8 6 0 ) , 1: 2 8 - 3 1 , 3: 440-445; A.W. Green, Henry C h a r l e s 
Carey, N i n e t e e n t h C e n t u r y S o c i o l o g i s t ( P h i l a d e l p h i a , 1 9 5 1 ) , p . 1 3 7 . 

57. A.D.H. K a p l a n , o p . c i t • , pp.47-48. 
58. I b i d . , p . 4 1 ; L.H. Haney, o p . c i t . , pp.320-326; H.C. C a r e y , 

o p . c i t . , 1: 64-146. 
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Hi s m a j o r a r g u m e n t s , however, depended on h i s r e v e r s a l o f t h e 

R i c a r d i a n p o s i t i o n t h a t more f e r t i l e s o i l s a r e used f i r s t . On a 

h i s t o r i c a l b a s i s Carey a r g u e d t h a t t h e movement was f r o m l e s s 
59 

f e r t i l e t o more f e r t i l e s o i l s . T h i s movement i s acc o m p a n i e d by 

a g r o w t h i n p o p u l a t i o n , c a p i t a l a c c u m u l a t i o n , and an i n c r e a s i n g 

d e g r e e o f " a s s o c i a t i o n . A s s o c i a t i o n a p p e a r s t o mean an 

i n c r e a s i n g d i v i s i o n o f l a b o u r and t h e " d e v e l o p m e n t o f d i v e r s e 
6 1 

e m ployments i n m u t u a l p r o x i m i t y , " w h i c h p r o v i d e s g r e a t e r 

p r o d u c t i v e power. For Carey f r e e t r a d e i n t e r f e r e d w i t h t h i s p r o c e s s 

o f g r o w t h by e n c o u r a g i n g a d i s p e r s a l o f p o p u l a t i o n t o w e s t e r n 
6 2 

l a n d s and t h e c o n c e n t r a t i o n o f i n d u s t r y i n E n g l a n d . W i t h a 
t a r i f f p o l i c y Carey saw t h e p o s s i b i l i t y o f a r i s i n g l e v e l o f income 

6 3 

f o r a l l c l a s s e s and p a r t i c u l a r l y f o r l a b o u r . As f o r M a l t h u s , 

Carey c o n s i d e r e d h i s p o p u l a t i o n t h e o r y f a c t u a l l y i n a c c u r a t e and 
64 

i n c o m p a t i b l e w i t h t h e d e s i g n o f God and t h e harmony o f i n t e r e s t s . 

On method Carey s u p p o r t e d i n d u c t i o n and t h e use o f s t a t i s t i c s , 

and was d e e p l y c r i t i c a l o f t h e d e d u c t i v e methods o f R i c a r d o and 

M a l t h u s . ^ C a r e y ' s books were used i n some c o l l e g e s i n t h e 

1860's and 1870's, b u t h i s work had l i t t l e i n f l u e n c e on t h e 

academic e c o n o m i c s o f h i s t i m e . ^ H i s work was known i n E n g l a n d 
6 7 

where i t was c o n s i d e r e d o f v e r y p o o r q u a l i t y , b u t he d i d have an 
59. H.C. Care y , The P a s t , t h e P r e s e n t and t h e F u t u r e , 1847 

(Mew Y o r k , 1 9 6 7 ) , pp.10-48. 
60. I b i d . , p.15. 
6 1 . A.D.H. K a p l a n , op . c i t . , p.50. 
62. H.C. C a r e y , The P a s t , t h e P r e s e n t and t h e F u t u r e , pp.303-304. 
63. I b i d . , and L.H. Haney, op . c i t . , p p . 3 2 0 - 3 2 1 . 
64. H.C. Car e y , The P r i n c i p l e s o f S o c i a l S c i e n c e , 1: 64-146. 

See a l s o J.R. T u r n e r , o p . c i t . , pp.116-117. 
65. H.C.. Car e y , The P r i n c i p l e s o f S o c i a l S c i e n c e , 1 : 9-40. 
66. A.W. Green, o p . c i t . , p p . 9 0 - 9 1 , 176-182. Carey d i d have 

more i n f l u e n c e on l a t e r s o c i o l o g i s t s such as D u r k h i e m and C o o l e y . 
67. I t has been o b s e r v e d t h a t Carey d i d n o t r e a l l y u n d e r s t a n d 

R i c a r d i a n r e n t t h e o r y . J.S. M i l l c a l l e d C a r e y ' s P r i n c i p l e s o f 
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6 8 i n f l u e n c e on B a s t i a t . 

C l e r i c s and N a t i o n a l i s t s : T h e i r I m p o r t a n c e f o r L a t e r E c o n o m i c s . 

I n t e r m s o f d i r e c t l i n e s o f i n f l u e n c e t h e w r i t e r s o f t h i s 

p e r i o d had l i t t l e e f f e c t on l a t e r a u t h o r s . The m a j o r e x c e p t i o n 

was H.C. C a r e y ' s i n f l u e n c e on S.N. P a t t e n , who i n t u r n t a u g h t and 
6 9 

i n f l u e n c e d R.G. T u g w e l l . I t i s a l s o w o r t h n o t i n g t h a t U e b l e n 
70 

was f a m i l i a r w i t h t h e work o f John Rae. D e s p i t e t h i s l a c k o f 

d i r e c t i n f l u e n c e , i t can be a r g u e d t h a t c e r t a i n c h a r a c t e r i s t i c s 

o f t h e economic t h o u g h t o f t h i s p e r i o d d i d i n f l u e n c e l a t e r 

d e v e l o p m e n t s . F i r s t , t h e e x t r e m e dogmatism and l a i s s e z - f a i r e 

a t t i t u d e s o f t h e c l e r i c s d i d c o n t i n u e i n t o t h e 1880's, even a f t e r 

t h e r e l i g i o u s e l e m e n t i n o r t h o d o x economic t h o u g h t had d e c l i n e d . 

T h i s , i n t u r n , h e l p e d t o s t i m u l a t e c r i t i c i s m o f t h e p r e v a i l i n g 

o r t h o d o x y . The m o r a l i s m o f t h e c l e r i c s and n a t i o n a l i s t s d i d n o t , 

h owever, d i e o u t and c o n t i n u e d t o be a f e a t u r e o f A m e r i c a n 

e c o n o m i c s t h r o u g h t h e t u r n o f t h e c e n t u r y , a l t h o u g h u s u a l l y i n t h e 

f o r m o f t h e s o c i a l g o s p e l o r a more s e c u l a r m o r a l i t y . I t i s a l s o 

t r u e t h a t t h e n a t i o n a l i s t s ' o p t i m i s m , t h e i r e m p h a s i s on t h e 

d i s t i n c t i o n b e t w e e n p r i v a t e and n a t i o n a l w e a l t h , t h e i r s t r e s s an 

i n v e n t i o n , i n d u s t r i a l g r o w t h , and t e c h n o l o g y , t h e i r i n d u c t i v i s m , 

t h e b e g i n n i n g s o f e v o l u t i o n i s m w h i c h can be f o u n d i n t h e i r work, 

and t h e i r c o n c e r n w i t h s o c i a l f o r c e s , a r e a l l e l e m e n t s w h i c h r e c u r 

S o c i a l S c i e n c e " t h e w o r s t book on p o l i t i c a l economy I e v e r t o i l e d 
t h r o u g h . " G. O ' B r i e n , "Zl.S. M i l l and J.E. C a i r n e s , " Economica 1Q 
( 1 9 4 3 ) : 274. 

68. A.D.H. K a p l a n , op . c i t . , p.46. 
69. J.L. B o s w e l l , The Economics o f Simon N e l s o n P a t t e n 

( P h i l a d e l p h i a , 1 9 3 3 ) , pp.34-40; R.G. T u g w e l l , "The L i f e and Work o f 
Simon N e l s o n P a t t e n , " J o u r n a l o f P o l i t i c a l Economy 31 ( 1 9 2 3 ) : 153-208 

70. J . J . S p e n g l e r , " l / e b l e n and M a n d e v i l l e C o n t r a s t e d , " op. c i t . , 
pp . 35-36, 
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i n l a t e r A m e r i c a n e c o n o m i c s . T h i s n a t i v e b a c k g r o u n d h e l p e d t o 

shape t h e r e s p o n s e t o t h e new c u r r e n t s o f t h o u g h t w h i c h a r r i v e d 

from; Europe a f t e r 1860. 

I I D e v e l o p m e n t s i n R e l a t e d D i s c i p l i n e s , 1860-1900, 

I n t h e y e a r s between 1860 and 1900 i n t e l l e c t u a l l i f e i n t h e 

U n i t e d S t a t e s was p r o f o u n d l y i n f l u e n c e d by a number o f new 

c u r r e n t s o f t h o u g h t . Of i m p o r t a n c e were t h e e v o l u t i o n a r y i d e a s 

o f D a r w i n , L y e l l , and S p e n c e r , t h e p o s i t i v i s m and s o c i a l t h e o r i e s 

o f Compte, t h e h i s t o r i c a l s c h o l a r s h i p and e x p e r i m e n t a l s c i e n c e 

e m a n a t i n g f r o m Germany, and, t o a l e s s e r e x t e n t , t h e a r r i v a l o f 
71 

s o c i a l i s t d o c t r i n e s . Spencer was i m m e n s e l y p o p u l a r i n t h e 

U n i t e d S t a t e s , and t h e German i n f l u e n c e was s t r e n g t h e n e d by t h e 

many A m e r i c a n s who t r a v e l l e d t o Germany f o r g r a d u a t e i n s t r u c t i o n 
72 

where t h e y came i n t o c o n t a c t w i t h t h e " w i n d s o f new d o c t r i n e . " 

The o v e r a l l e f f e c t was t o g r a d u a l l y f r e e s c i e n t i f i c e n q u i r y 

f r o m r e l i g i o u s r e s t r a i n t s and a b s o l u t e s , and t o d i m i n i s h t h e 
73 

i n t e l l e c t u a l a u t h o r i t y o f t h e c l e r i c . At t h e same t i m e t h e 

u n i v e r s i t y s y s t e m expanded, a c a d e m i c f r e e d o m s s l o w l y i n c r e a s e d , 

and p h i l o s o p h y , e c o n o m i c s , p s y c h o l o g y , s o c i o l o g y , and p o l i t i c a l 
7 1 . See R. H o f s t a d t e r , S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t 

( B o s t o n , 1 9 5 5 ) ; H.S. Commager , The A m e r i c a n Mind (New Haven, T950) , 
pp.199-224; S. P e r s o n s , A m e r i c a n M i n d s (New Y o r k , 1 9 5 8 ) ; P. M i l l e r , 
A m e r i c a n T h o u g h t , C i v i l War t o W o r l d War I (New Y o r k , 1 9 5 6 ) ; H.W. 
S c h n e i d e r , A H i s t o r y o f A m e r i c a n P h i l o s o p h y (New Y o r k , 1 9 4 6 ) ; W. 
R i l e y , A m e r i c a n T h o u g h t f r o m P u r i t a n i s m t o P r a g m a t i s m (New Y o r k , 1915) 
W.M. Simon, European P o s i t i v i s m i n t h e N i n e t e e n t h C e n t u r y ( I t h a c a , 
1 9 6 3 ) ; J. H e r b s t , o p . c i t . ; 3.B. P a r r i s h , op. c i t . , pp.3-4; M. H i l l q u i t , 
o p . c i t . 

72. R. H o f s t a d t e r , S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , p.33; 
S. F i n e , o p . c i t . , p . 4 1 ; 3.B. P a r r i s h , o p . c i t . , pp.13-16; 3. H e r b s t , 
o p . c i t . , p . 1 3 1 ; 3. M y l e s , German H i s t o r i c i s m and A m e r i c a n E c o n o m i c s , 
mimeographed ( U n i v e r s i t y m i c r o f i l m s , Ann A r b o r , M i c h i g a n , 1956) ; TT 
Dorfm a n , "The R o l e o f t h e German H i s t o r i c a l S c h o o l i n A m e r i c a n 
Economic T h o u g h t , " A m e r i c a n Economic Review 45 ( 1 9 5 5 ) : 17-22. 

73. R. H o f s t a d t e r and W.P. M e t z g e r , o p . c i t . , pp.321-366; F. 
R u d o l f , The A m e r i c a n C o l l e g e and U n i v e r s i t y -(New Y o r k , 1 9 6 2 ) , p p . 2 4 1 -
263; 3. H e r b s t , op . c i t . , p.68. 
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s c i e n c e g r a d u a l l y emerged as s e p a r a t e d i s c i p l i n e s . ^ The i m p a c t 

o f e v o l u t i o n i s m and h i s t o r i c i s m , and p a r t i c u l a r l y t h e f o r m e r , 

was f e l t f i r s t i n t h e a r e a s o f p h i l o s o p h y , p s y c h o l o g y and 

s o c i o l o g y . Academic e c o n o m i c s r e m a i n e d r e l a t i v e l y u n t o u c h e d 

by t h e s e new c u r r e n t s o f t h o u g h t u n t i l t h e 1880's and 1890's, 

when German h i s t o r i c a l e c o n o m i c s was i m p o r t e d i n t o t h e U n i t e d 
75 

S t a t e s . N e v e r t h e l e s s , t h e d e v e l o p m e n t s i n p h i l o s o p h y and o t h e r 
s o c i a l s c i e n c e s were t o have c o n s i d e r a b l e i m p a c t on t h e d e v e l o p m e n t 

7 6 

o f i n s t i t u t i o n a l i s t t h o u g h t . I n p a r t i n s t i t u t i o n a l i s m can be 

seen as d e r i v i n g f r o m t h e a t t e m p t t o i n c o r p o r a t e t h e s e d e v e l o p m e n t s 

w i t h i n a new economic t h e o r y . 

P h i l o s o p h y . 

The a p p e a r a n c e o f works by D a r w i n and Spencer came as a 

c o n s i d e r a b l e shock t o t h e academic e s t a b l i s h m e n t who t e n d e d t o 

r e a c t s h a r p l y a g a i n s t t h e " i r r e l i g i o n " and " m a t e r i a l i s m " o f 

74. The e x p a n s i o n o f t h e u n i v e r s i t y s y s t e m a l s o i n v o l v e d a 
German i n f l u e n c e . See F. R u d o l f , o p . c i t . , pp.241-335; W.C. DeVane, 
H i g h e r E d u c a t i o n i n T w e n t i e t h C e n t u r y A m e r i c a ( C a m b r i d g e , Mass., 
19 65) ; C . F . Th w i n g , o p . c i t ~ pp . 12-22; R~! Hof s t a d t e r and W.P. M e t z g e r , 
o p . c i t . , pp.321-378; J.B. P a r r i s h , o p . c i t . , pp.3-4; and J. H e r b s t , 
o p . c i t . , pp.8-20. For i n f o r m a t i o n on academic f r e e d o m s see R. 
H o f s t a d t e r and W.P. M e t z g e r , o p . c i t . , pp.407-467; J.B. P a r r i s h , 
o p . c i t . , p p.11-12. I t was n o t u n t i l 1915 t h a t t h e A m e r i c a n 
A s s o c i a t i o n o f U n i v e r s i t y P r o f e s s o r s was f o r m e d t o h e l p m a i n t a i n 
academic f r e e d o m s . On t h e d e v e l o p m e n t o f o t h e r s o c i a l s c i e n c e s see 
M. C u r t i , o p . c i t . , pp.580-593; F.L. Tolman, "The S t u d y o f S o c i o l o g y 
i n I n s t i t u t i o n s o f L e a r n i n g i n t h e U n i t e d S t a t e s , " A m e r i c a n J o u r n a l 
o f S o c i o l o g y 8 ( 1 9 0 2 / 3 ) : 8 5 - 1 2 1 , 251-272, 531-558; A. Haddow, 
P o l i t i c a l S c i e n c e i n A m e r i c a n C o l l e g e s and U n i v e r s i t i e s ([\l e w Y o r k , 
1939) . On e c o n o m i c s see J '. L. L a u g h l i n , " C o u r s e s o f S t u d y i n P o l i t i c a l 
Economy i n t h e U n i t e d S t a t e s i n 1876 and 1892/3," o p . c i t . , pp.143-
1 5 1 ; J.B. P a r r i s h , op. c i t . , p p . 6 - 1 1 ; C.F. Dunbar, "The Academic 
S t u d y o f P o l i t i c a l Economy," Q u a r t e r l y J o u r n a l o f Economics 5 ( 1 9 0 1 ) 
: 400; L.C. M a r s h a l l . , R.C. C h a p i n , and F.R. F a i r c h i l d , "The T e a c h i n g 
o f Economics i n t h e U n i t e d S t a t e s , " J o u r n a l o f P o l i t i c a l Economy 19 
( 1 9 1 1 ) : 760-789; E.A.R. S e l i g m a n , o p . c i t . , p.320. By t h e e a r l y 
y e a r s o f t h e t w e n t i e t h c e n t u r y A m e r i c a had d e v e l o p e d a f u l l y 
i n d e p e n d e n t s c h o l a r s h i p . See A.W. C o a t s , " A m e r i c a n S c h o l a r s h i p Comes 
o f Age", J o u r n a l o f t h e H i s t o r y o f I d e a s 22 ( 1 9 6 1 ) : 404-417. 

75. J.B. P a r r i s h , op.c i t . , pp.13-16. 
76. J. D o r f m a n , " B a c k g r o u n d o f I n s t i t u t i o n a l E c o n o m i c s , " i n 



25 . 
77 e v o l u t i o n a r y i d e a s . E v o l u t i o n i s m was seen as a " n e g a t i o n o f 

d e s i g n and p u r p o s e " w h i c h t h r e a t e n e d an " a n n i h i l a t i o n o f s p i r i t 
7 8 

and t h e d e s t r u c t i o n o f m o r a l s a n c t i o n s . " D e s p i t e such o b j e c t i o n s 

e v o l u t i o n i s m c o n t i n u e d t o g a i n g r o u n d and t h e e v o l u t i o n i s t 

c h a l l e n g e was s t r e n g t h e n e d by t h e s p i r i t o f s c i e n t i f i c and 
79 

h i s t o r i c a l i n v e s t i g a t i o n i m p o r t e d f r o m Germany. From t h e 1870's 

onward t h e r e was a g r o w i n g r e a l i s a t i o n t h a t t h e o l d r e l i g i o u s 

o r t h o d o x i e s w o u l d no l o n g e r s u f f i c e , and v a r i o u s a t t e m p t s were 

made t o d e v e l o p p h i l o s o p h i e s t h a t c o u l d c ombine r e l i g i o u s and 

s c i e n t i f i c v a l u e s . 

One r o u t e t h a t was t a k e n was t o w a r d t h e i d e a l i s t p h i l o s o p h i e s 

o f H e g e l and K a n t . Such s y s t e m s o f t h o u g h t became p o p u l a r b ecause 

t h e y a l l o w e d a d e f e n s e o f t h e t r a d i t i o n a l c o n c e p t s o f h u m a n i t y 
8 0 

w h i l e i n c o r p o r a t i n g e v o l u t i o n a r y i d e a s i n t o t h e i r i d e a l schemes. 

T h r o u g h t h i s i t c o u l d be a r g u e d t h a t h i s t o r y was r a t i o n a l , and t h a t 
I n s t i t u t i o n a l E c o nomics: l / e b l e n , Commons and M i t c h e l l R e c o n s i d e r e d 
" ( B e r k e l e y , 1 9 6 3 ) , p p . 1 5 - 2 1 . 

77. F. Bowen, " M a l t h u s i a n i s m , D a r w i n i s m , and P e s s i m i s m , " 
N o r t h A m e r i c a n Review 129 ( 1 8 7 9 ) : 450-472; R.C. B a n n i s t e r , "The 
S u r v i v a l o f t h e F i t t e s t i s Our D o c t r i n e : H i s t o r y o r H i s t r i o n i c s , " 
J o u r n a l o f t h e H i s t o r y o f I d e a s 32 ( 1 9 7 0 ) : 377-398. 

78. H.W. S c h n e i d e r , "The I n f l u e n c e o f D a r w i n and S p e n cer on 
A m e r i c a n P h i l o s o p h i c a l T h e o l o g y , " J o u r n a l o f t h e H i s t o r y o f I d e a s 
6 ( 1 9 4 5 ) : 3-5; S. R a t n e r , " E v o l u t i o n and t h e R i s e o f t h e S c i e n t i f i c 
S p i r i t i n A m e r i c a , " P h i l o s o p h y o f S c i e n c e 3 ( 1 9 3 6 ) : 108-9; B.J. 
Loewnberg, " D a r w i n i s m Comes t o A m e r i c a , 1859-1900," M i s s i s s i p p i 
V a l l e y H i s t o r i c a l Review 28 ( 1 9 4 1 ) : 339-368, and "The C o n t r o v e r s y 
o v e r E v o l u t i o n i n New E n g l a n d , " New E n g l a n d Q u a r t e r l y 7 ( 1 9 3 5 ) : 
232-257. See a l s o M.R. Cohen, " L a t e r P h i l o s o p h y " i n W.P. T r e n t 
e t a l . , Cambridge H i s t o r y o f A m e r i c a n L i t e r a t u r e (New Y o r k , 1933) 3: 
229-30. 

79. J. H e r b s t , op . c i t . , p.96. Of p a r t i c u l a r i m p o r t a n c e h e r e 
was t h e German " h i g h e r c r i t i c i s m , " i n v o l v i n g t h e h i s t o r i c a l a n a l y s i s 
o f b i b l i c a l t e x t s . See a l s o B.J. L o ewnberg, " D a r w i n i s m Comes t o 
A m e r i c a , " o p . c i t . , p.347. The r e s u l t was a movement^ away f r o m t h e 
more l i t e r a l i n t e r p r e t a t i o n s o f t h e B i b l e , and a b r e a k i n g down o f 
t h e " i s o l a t i o n o f C h r i - s t i a n i t y f r o m human l i f e . " 

80. S c h n e i d e r p u t s i t as f o l l o w s , " t h e r e s p r e a d a g e n e r a l 
f e a r among m o r a l i s t s and t h e o l o g i a n s t h a t u n l e s s t h e y c o u l d come 
t o t e r m s w i t h n a t u r a l l a w and n a t u r a l h i s t o r y t h e y must e i t h e r 



26. 

man was t h e most e x a l t e d b e i n g i n t h e s c a l e o f b e i n g , n o t t h e 
81 m i s e r a b l e and a c c i d e n t a l c o n s e q u e n c e o f a h a p h a z a r d s q u a b b l e . 

Kant had been t a u g h t f o r some t i m e i n a few c o l l e g e s , and 

t h e U n i t a r i a n C hurch had, even b e f o r e t h e C i v i l War, a 
8 2 

t r a n s c e n d e n t a l i s t w i n g c e n t e r e d on New E n g l a n d . However, 

i n t h e p o s t - C i v i l War p e r i o d t h e p r i n c i p l e c e n t r e o f i d e a l i s m 

moved t o t h e l a r g e l y s e l f t a u g h t and l a r g e l y H e g e l i a n S t . L o u i s 
8 3 

g r o u p w h i c h f o r m e d a r o u n d such men as Brokmeyer and H a r r i s . 

T h r o u g h H a r r i s ' J o u r n a l o f S p e c u l a t i v e P h i l o s o p h y and such 

v e n t u r e s as t h e Concord S c h o o l o f P h i l o s o p h y , t h i s g r o u p h e l p e d 

g i v e wide c i r c u l a t i o n t o i d e a l i s t a r g u m e n t s . ^ 

t a k e t h e h i g h and u n o r t h o d o x g r o u n d o f t h e K a n t i a n T r a n s c e n d e n t a l i s t s 
o r r e n o u n c e t h e i r p r e t e n t i o n s t o t h e use o f i n d u c t i v e methods and 
a p p e a l t o f a c t s . " H.W. S c h n e i d e r , A H i s t o r y o f A m e r i c a n P h i l o s o p h y , 
p.198; and H.W. W e r k m e i s t e r , A H i s t o r y o f P h i l o s o p h i c a l I d e a s i n 
A m e r i c a (New Y o r k , 1 9 4 9 ) , pp.80-102. 

8 1 . P. M i l l e r , o p . c i t . , p p . x i v - x v . I t must be n o t e d t h a t 
many o f t h o s e who t o o k t o i d e a l i s m were a l s o t h e i s t s ; i d e a l i s t 
d o c t r i n e b e i n g used as a s u b s t i t u t e t h e o l o g y . T h i s i s p a r t i c u l a r l y 
n o t i c e a b l e i n t h e work o f B.P. Bowne, whose t e x t s were used i n 
M e t h o d i s t s e m i n a r i e s and c o l l e g e s . 

82. Men such as F. Bowen and N. P o r t e r had t a u g h t "German 
p h i l o s o p h y d i l u t e d w i t h dogma" b e f o r e t h e C i v i l War. I n 1849 
L.P. H i c k o c k b r o u g h t o u t h i s R a t i o n a l P s y c h o l o g y w h i c h was 
H e g e l i a n i n t o n e . The New E n g l a n d T r a n s c e n d e n t a l i s t s i n c l u d e d 
such men as Emerson who had c l o s e l i n k s w i t h t h e l a t e r S t . L o u i s 
movement. See W. R i l e y , op. c i t . , p. 239 ; H.W. S c h n e i d e r , A H i s t o r y 
o f A m e r i c a n P h i l o s o p h y , pp.168-196; E.A. R o b i n s o n , "One Hundred 
Y e a r s o f P h i l o s o p h y T e a c h i n g i n C a l i f o r n i a , " J o u r n a l o f t h e H i s t o r y 
o f I d e a s 20, ( 1 9 5 9 ) : 372; and H.A. Pochman, New E n g l a n d 
T r a n s c e n d e n t a l i s m and S t . L o u i s H e g e l i s m ( P h i l a d e l p h i a , 1 9 4 8 ) . 

83. Pochman p o i n t s o u t t h e heavy German i n f l u e n c e i n S t . L o u i s 
a t t h e t i m e , w h i l e W e r k m e i s t e r a r g u e s t h a t H e g e l i a n i s m became 
p o p u l a r due t o i t s a b i l i t y t o d e a l i n a p r a c t i c a l f a s h i o n w i t h t h e 
" c o n f l i c t i n g t r e n d s i n A m e r i c a n c u l t u r e and o f t h e t r a g e d y o f t h e 
C i v i l War" by t h e i d e a o f r e c o n c i l i a t i o n i n a h i g h e r s y n t h e s i s . 
H a r r i s became U n i t e d S t a t e s C o m m i s s i o n e r f o r E d u c a t i o n between 
1889 and 1906 and based h i s e d u c a t i o n a l p h i l o s o p h y on H e g e l i a n 
i d e a s . See H.A. Pochman, o p . c i t . , pp.14-16; W.H. W e r k m e i s t e r , 
o p . c i t . , pp.56-59; and W. R i l e y , o p . c i t . , pp.240-253. 

84. For a h i s t o r y o f t h e Concord S c h o o l see H.A. Pochman, 
op. c i t . pp.79-113; and f o r f u r t h e r i n f o r m a t i o n o f t h e i m p a c t o f 
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T h i s i n f l u e n c e , c o m b i n e d w i t h t h e d i r e c t i m p o r t a t i o n o f 

K a n t i a n and H e g e l i a n i d e a s f r o m Germany by men such as Bowne, 

Royce, and M o r r i s , l e d t o a b r i e f c a p t u r e o f t h e academic w o r l d 
8 5 

by i d e a l i s t p h i l o s o p h e r s . The i m p a c t o f i d e a l i s m b r o u g h t w i t h 

i t an i n t e r e s t i n h i s t o r i c a l i n v e s t i g a t i o n and a s h i f t o f f o c u s 

f r o m t h e i n d i v i d u a l t o s o c i e t y as a w h o l e , and t h e g r a d u a l 

s e p a r a t i o n o f p h i l o s o p h y f r o m t h e o l o g y . 

For o t h e r s who c o u l d n o t embrace i d e a l i s t d o c t r i n e s , an 

answer seemed t o l i e i n t h e d i r e c t i o n o f an e v o l u t i o n a r y t h e i s m , 

w h i c h a d m i t t e d t h e c l a i m s o f s c i e n c e b u t a r g u e d t h a t t h e y were 

e n t i r e l y c o m p a t i b l e w i t h t h o s e o f r e l i g i o n . The main d i s t i n c t i o n 

t o be drawn h e r e i s between t h e a t t i t u d e s o f t h e P r e s b y t e r i a n s 
8 6 

and t h e U n i t a r i a n s . 

P r e s b y t e r i a n s such as McCosh and W r i g h t , w h i l e i n i t i a l l y 

opposed t o e v o l u t i o n a r y t h e o r y , e v e n t u a l l y came t o r e g a r d 

D a r w i n i s m as t h e " C a l v i n i s t i c i n t e r p r e t a t i o n o f N a t u r e . " McCosh 

e q u a t e d p r e d e s t i n a t i o n w i t h n a t u r a l s e l e c t i o n , and used t h i s 

as a b a s i s t o a t t a c k Spencer and t h e P o s i t i v i s t s , on t h e g r o u n d s 

t h a t t h i s t h e o l o g i c a l D a r w i n i s m p r o v i d e d a j u s t i f i c a t i o n f o r 
8 7 

r e v e a l e d r e l i g i o n , s u p e r n a t u r a l s e l e c t i o n and d e s i g n . 

t h e S t . L o u i s Group see W. R i l e y , op. c i t . , pp.240-253, and H.G. 
Townsend, P h i l o s o p h i c a l I d e a s i n t h e U n i t e d S t a t e s (New Y o r k , 1 9 3 4 ) , 
pp.116-130. 

85. Each o f t h e s e men e s t a b l i s h e d a s c h o o l o f i d e a l i s t 
p h i l o s o p h y . B.P. Bowne, " P e r s o n a l i s m " a t B o s t o n U n i v e r s i t y , G.S. 
M o r r i s , " O b j e c t i v e I d e a l i s m " a t M i c h i g a n U n i v e r s i t y ; J. Royce, 
" A b s o l u t e I d e a l i s m " a t H a r v a r d U n i v e r s i t y . See H.W. S c h n e i d e r , 
A H i s t o r y o f A m e r i c a n P h i l o s o p h y , p.245. Most i d e a l i s t o r g a n i s a t i o n s 
came t o an end bet w e e n 1887 and 1892. See H.A. Pochman, o p . c i t . , 
p . 1 2 1 . B o t h Weblen and John Dewey had t r a i n i n g i n i d e a l i s t 
p h i l o s o p h y . 

86. H.W. S c h n e i d e r , "The I n f l u e n c e o f D a r w i n and Spencer i n 
A m e r i c a n P h i l o s o p h i c a l T h e o l o g y , " op . c i t . , pp.5-18. 

87. I b i d . , and G.F. W r i g h t , "Some A n a l o g i e s Between C a l v i n i s m 
and D a r w i n i s m , " B i b l i o t e c a S a c r a 37 ( 1 8 8 0 ) : 48-76; J. McCosh, The 
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On t h e o t h e r hand, t h e U n i t a r i a n ' s t o o k t h e i r i n s p i r a t i o n 

f r o m S p e n c e r ' s " u n k n o w a b l e " and F i s k e ' s v e r s i o n o f Spencer w h i c h , 

he a r g u e d , p r o v i d e d a more s a t i s f a c t o r y b a s i s f o r t h e i s m t h a n 
8 8 

i d e a l i s m . S u p p o r t was a l s o g i v e n by s c i e n t i s t s such as Asa 
Grey, who w i s h e d t o r i d D a r w i n i s m o f i t s m a t e r i a l i s m , b u t 

8 9 

d i s a g r e e d w i t h McCosh's " s p e c i a l p r o v i d e n c e s . " 

The U n i t a r i a n s such M.J. Savage, J.F. B i x b y , E.D. Cope and 

F.E. A b b o t , s t r e s s e d such t h i n g s as " p r o g r e s s i v e e v o l u t i o n 

t h r o u g h immanent d e s i g n , e v o l u t i o n a r y l o v e , /"ancT/ a f a i t h i n t h e 
90 

n a t u r a l g r o w t h o f i n t e l l i g e n c e , v i r t u e and peace." For t h e s e 
men e v o l u t i o n p r o v i d e d t h e " a u t h e n t i c key t o t h e cos m i c r e v e l a t i o n 

91 

o f d i v i n e p u r p o s e . " E v o l u t i o n and p r o g r e s s were c l o s e l y 

i d e n t i f i e d , and c o n c e r n o v e r s o c i a l p r o b l e m s r e p l a c e d i n t e r e s t i n 

t h e i n d i v i d u a l ' s q u e s t f o r s a l v a t i o n . 

As Dombrowski p o i n t s o u t , one o f t h e e f f e c t s o f e v o l u t i o n a r y 

t h e o r i e s on C h r i s t i a n t h i n k i n g was t h a t God was r e d u c e d t o an 

" i m m a n e n t i a l f a c t o r " i n t h e p r o c e s s o f e v o l u t i o n , and a way t o 

e x p l a i n a "vague h u m a n i t a r i a n i s m . " God became i d e n t i f i e d w i t h t h e 

Development H y p o t h e s i s : I s i t S u f f i c i e n t (New Y o r k , 1 8 7 6 ) . 
88. S p e n c e r ' s " u n k n o w a b l e " i s s o m e t h i n g " t h r o u g h w h i c h a l l 

t h i n g s e x i s t . " F i s k e t r a n s f e r s t h i s i n t o "an o m n i p o t e n t power t h a t 
i s n o t i d e n t i f i a b l e w i t h n a t u r e . " See W.F. Q u i l l i o n , E v o l u t i o n a r y 
T h o u g h t i n A m e r i c a (New Haven, 1 9 5 0 ) , pp.398-419. See a l s o J . 
F i s k e , O u t l i n e s o f Cosmic P h i l o s o p h y (New Y o r k , 1 8 9 2 ) , 2: 356; H.W. 
S c h n e i d e r , A H i s t o r y o f A m e r i c a n P h i l o s o p h y , pp. 1 9 9 - 2 0 1 ; and W. 
R i l e y , op . c i t . , pp.211-216. 

89. S. R a t n e r , o p . c i t . , p.108; B.J. Loewnberg, "The R e a c t i o n 
o f A m e r i c a n S c i e n t i s t s t o D a r w i n i s m , " A m e r i c a n H i s t o r i c a l Review 38 
( 1 9 3 3 ) : 693; and H.W. S c h n e i d e r , "The I n f l u e n c e o f D a r w i n and 
Spencer on A m e r i c a n P h i l o s o p h i c a l T h e o l o g y , " op . c i t . , p.9. 

90. H.W. S c h n e i d e r , "The I n f l u e n c e o f D a r w i n and Spencer on 
A m e r i c a n P h i l o s o p h i c a l T h e o l o g y , " o p . c i t . , p p . 1 0 - 1 1 . 

9 1 . S. P e r s o n s , " E v o l u t i o n and T h e o l o g y i n A m e r i c a , " i n S. 
P e r s o n s , ed., E v o l u t i o n a r y T h o u g h t i n A m e r i c a , pp.428-433; and S. . 
P e r s o n s , Free R e l i g i o n (New Haven, 1 9 4 7 ) . 



29. 

s e c u l a r w o r l d as a s o u r c e o f p r o g r e s s and "an a c t i v e a g e n t 

w i t h i n t h e s o c i a l o r d e r . " From t h e s e d e v e l o p m e n t s t h e S o c i a l 

G o s p e l was b o r n , a g o s p e l t h a t e m p h a s i s e d t h e s o c i a l a s p e c t s o f 

C h r i s t i a n t e a c h i n g and a l l i e d i t s e l f w i t h v a r i o u s r e f o r m 

m o v e m e n t s . ^ 

One f i n a l r e a c t i o n t o t h e i m p a c t o f e v o l u t i o n i s m and 

h i s t o r i c i s m i s t o be f o u n d i n t h e work o f t h e p r a g m a t i s t s such 

as C.S. P e i r c e , W. James, and, l a t e r , J. Dewey. P r a g m a t i s m grew 

f r o m t h e a t t e m p t t o t h i n k t h r o u g h " t h e t a n g l e o f s c i e n t i f i c , 

e t h i c a l , r e l i g i o u s , and m e t a p h y s i c a l i d e a s a b o u t e v o l u t i o n , " by 
93 

f i n d i n g a " r u l e o f m ethod." The e a r l i e r p r a g m a t i s t s , h o wever, 
d i d n o t e n t i r e l y remove r e l i g i o u s and e t h i c a l c o n s i d e r a t i o n s f r o m 

94 

t h e i r t h i n k i n g . 

P i e r c e r e j e c t e d a b s o l u t e s f o r a " l o g i c o f p r o b a b i l i t y " and 

d e f i n e d p r a g m a t i s m as "a method o f m aking t h e meaning o f i d e a s 

c l e a r by a s k i n g us t o c o n s i d e r w h i c h o f t h e i r l o g i c a l c o n s e q u e n c e s 
95 

we a r e w i l l i n g t o a c t on o r a d o p t as a p o s s i b l e mode o f a c t i o n . " 

92. 3. D o m b r o w s k i , The E a r l y Days o f C h r i s t i a n S o c i a l i s m i n 
A m e r i c a (New Y o r k , 1 9 3 6 ) , pp.14-26; C.H. H o p k i n s , The R i s e o f t h e 
S o c i a l G o s p e l i n A m e r i c a n P r o t e s t a n t i s m , 1865-1915 (New Haven, 1*940) ; 
and S. F i n e , op. c i t . , pp.171-172. There were many S o c i a l G o s p e l 
g r o u p s , The C o n v e n t i o n o f C h r i s t i a n W o r k e r s ( 1 8 8 6 ) , The C h u r c h 
A s s o c i a t i o n f o r t h e Advancement o f t h e I n t e r e s t s o f L a b o r ( 1 8 8 7 ) , 
The S o c i e t y o f C h r i s t i a n S o c i a l i s t s ( 1 8 8 9 ) , The C h r i s t i a n S o c i a l 
U n i o n ( 1 8 9 1 ) , The A m e r i c a n I n s t i t u t e o f C h r i s t i a n S o c i o l o g y ( 1 8 9 3 ) , 
and t h e B r o t h e r h o o d o f t h e Kingdom ( 1 8 9 2 ) . The S o c i a l G o s p e l was 
a l s o l i n k e d t o t h e " H i g h e r C r i t i c i s m . " See A.W. Vernon " L a t e r 
T h e o l o g y " i n W.P. T r e n t e t a l . , Cambridge H i s t o r y o f A m e r i c a n 
L i t e r a t u r e 3: 201-225. A c c o r d i n g t o Vernon t h e H i g h e r C r i t i c i s m , 
E v o l u t i o n i s m and t h e i n t e r e s t i n m i s s i o n a r y work d e s t r o y e d t h e 
i s o l a t i o n o f C h r i s t i a n i t y . 

93. P.P. W i e n e r , E v o l u t i o n and t h e F o u n d e r s o f P r a g m a t i s m 
( C a m b r i d g e , Mass., 1949")"" dp. 18- 30 ; W. Hof s t a d t e r , S o c i a l D a r w i n i s m 
i n A m e r i c a n T h o u g h t , pp.123-135. 

94. P.P. W i e n e r , o p . c i t . , pp.74-95; A.J. A y e r , The O r i g i n s o f 
P r a g m a t i s m ( L o n d o n , 19 6 8) , p"p. 183-336; W.H. W e r k m e i s t e r , op . c i t . , 
pp. 171-237. 

95. C.S. P e i r c e , "How t o Flake Our I d e a s C l e a r , " P o p u l a r S c i e n c e 
M o n t h l y 12 ( 1 8 7 8 ) : 286-302. 



30. 

As W i l l i a m James o b s e r v e d t h i s i m p l i e s t h a t b e l i e f s a r e r e a l l y 

r u l e s f o r a c t i o n and t h a t t h e c o n s e q u e n c e s o f a b e l i e f a r e " i t s 
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s o l e s i g n i f i c a n c e . " A c c o r d i n g t o James, t h e p r a g m a t i s t 
t u r n s away f r o m a b s t r a c t i o n and i n s u f f i c i e n c y , f r o m 
v e r b a l s o l u t i o n s , f r o m bad a p r i o r i r e a s o n s , f r o m 
f i x e d p r i n c i p l e s , c l o s e d s y s t e m s , and p r e t e n d e d 
a b s o l u t e s and o r i g i n s . He t u r n s t o w a r d s c o n c r e t e n e s s 
and adequacy, t o w a r d s f a c t s , t o w a r d s a c t i o n and 
t o w a r d s power. T h a t means t h e e m p i r i c i s t t e m p e r 
r e g n a n t and t h e r a t i o n a l i s t t emper s i n c e r e l y g i v e n 
up. I t means t h e open a i r and p o s s i b i l i t i e s o f 
n a t u r e , as a g a i n s t dogma, a r t i f i c i a l i t y , and t h e 
p r e t e n c e o f f i n a l i t y i n t r u t h . ^ 

P r a g m a t i s m , p a r t i c u l a r l y i n i t s l a t e r f o r m d e v e l o p e d by John 

Dewey, was t o have a c o n s i d e r a b l e i n f l u e n c e on t h e i n s t i t u t i o n a l i s t 

w r i t e r s o f t h e 1920's and 1930's. 

S o c i a l P s y c h o l o g y . 

P s y c h o l o g y i n A m e r i c a b e f o r e 186D was s i m p l y an e x t e n s i o n o f 

m o r a l p h i l o s o p h y , u s u a l l y based e i t h e r on t h e S c o t t i s h f a c u l t y 

p s y c h o l o g y , o r o c c a s i o n a l l y on h e d o n i s t i c o r u t i l i t a r i a n i d e a s . 

B o t h o f t h e s e p s y c h o l o g i e s were i n d i v i d u a l i s t i c i n n a t u r e and . 

c o n c e n t r a t e d on m o r a l i t y or- r a t i o n a l i t y as t h e b a s i s o f b e h a v i o u r . 

The f a c u l t y p s y c h o l o g y i n p a r t i c u l a r p l a c e d c o n s i d e r a b l e emphasis 

on t h e d e v e l o p m e n t o f t h e m o r a l sense. B o t h were c o n c e r n e d w i t h 
9 8 

i n n a t e p r o p e r t i e s o f m i n d . 

A f t e r 1860 o t h e r i n f l u e n c e s began t o make t h e m s e l v e s f e l t . 

U t i l i t a r i a n i s m had some f u r t h e r i n f l u e n c e t h r o u g h J.S. M i l l , and 

Spencer and some o f h i s A m e r i c a n f o l l o w e r s , s uch as L.F. Ward, 

96. W. James, P r a g m a t i s m (New Y o r k , 1 9 0 9 ) , pp.46-47. 
97. I b i d . , p . 5 1 . 
98. See S. P e r s o n s , A m e r i c a n M i n d s , pp. 192-194; R. H o f s t a d t e r , 

S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , p.159; see a l s o D.B. K l e i n , 
A H i s t o r y o f S c i e n t i f i c P s y c h o l o g y ("London, 1 9 7 0 ) ; E.G. B o r i n g , 
H i s t o r y , P s y c h o l o g y and S c i e n c e (New Y o r k , 1 9 6 3 ) ; and F.B. K a r p f . 
A m e r i c a n S o c i a l P s y c h o l o g y (New Y o r k , 1 9 3 2 ) ; f o r d e t a i l e d t r e a t m e n t s 
o f the' h i s t o r y o f p s y c h o l o g i c a l t h o u g h t i n t h i s p e r i o d . 



3 1 . 
99 u t i l i s e d h e d o n i s t i c n o t i o n s . I n Spencer t h i s mas combined 

w i t h i d e a s c o n c e r n i n g t h e " i n h e r i t a n c e o f m e n t a l s t a t e s c r e a t e d 

by use," a b i o l o g i c a l c o n c e p t i o n based on a L a m a r c k i a n t h e o r y o f 

e v o l u t i o n a r y c h ange. The i n f l u e n c e o f b i o l o g y a l s o r e s u l t e d 
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i n t h e g r o w t h o f i n s t i n c t t h e o r y . W h i l e f a c u l t y p s y c h o l o g y , 

h e d o n i s m , and i n s t i n c t t h e o r y a l l p o s t u l a t e d c e r t a i n " i n n a t e 

p r e d i s p o s i t i o n s , " i n s t i n c t t h e o r y e m p h a s i s e d t h e b i o l o g i c a l 

r a t h e r t h a n t h e m o r a l o r r a t i o n a l b a s i s o f b e h a v i o u r . 

E v o l u t i o n i s m , however, a l s o l e d t o t h e c o n s i d e r a t i o n o f t h e 

s o c i a l d e t e r m i n a n t s o f b e h a v i o u r , and f r o m t h i s a more g e n u i n e l y 
1 02 

s o c i a l p s y c h o l o g y began t o d e v e l o p . To b e g i n w i t h t h e s e 

s o c i a l p s y c h o l o g i e s were o f t e n combined w i t h i n s t i n c t t h e o r y , 

w h i c h d i d n o t d e c l i n e i n p o p u l a r i t y u n t i l t h e 1920's. I n t h i s 

t y p e o f t h e o r y t h e i n s t i n c t s were n o t seen as e n t i r e l y " b l i n d " o r 
i i • , , „ 103 " i m m o v e a b l e " . 

A m e r i c a n s o c i a l p s y c h o l o g i e s o f t e n t e n d e d t o s t r e s s an a c t i v e 

v i e w o f m e n t a l l i f e and t h e c r e a t i v i t y and p l a s t i c i t y o f t h e 

mind."""^ I n t h i s t h e work o f W i l l i a m James was o f c o n s i d e r a b l e 

i m p o r t a n c e , and h i s i d e a s i n f l u e n c e d t h e l a t e r f u n c t i o n a l s o c i a l 
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p s y c h o l o g y o f John Dewey. James used t h e i d e a o f i n s t i n c t s 

99. F.B. K a r p f , op. c i t . , pp.29, 238; C.H. C o o l e y , " R e f l e c t i o n s 
Upon t h e S o c i o l o g y o f H e r b e r t S p e n c e r , " A m e r i c a n J o u r n a l o f 
S o c i o l o g y 26 ( 1 9 2 0 ) : 137. 

100. C.H. C o o l e y , o p . c i t . , p.137. 
1 0 1 . F.B. K a r p f , o p . c i t . , p.173. 
102. I n t h i s t h e work o f Compte and t h e German " f o l k 

p s y c h o l o g i s t s " was i m p o r t a n t . See F.B. K a r p f , op. c i t . p p.15-24, 
41-70. 

103. M c D o u g a l l ' s work was an example o f t h i s t y p e o f i n s t i n c t 
t h e o r y . See F.B. K a r p f , op. c i t . , p p . 1 7 6 - 1 9 1 . See a l s o S. P e r s o n s , 
A m e r i c a n M i n d s , pp.254-256. M c D o u g a l l ' s most i n f l u e n t i a l work An 
I n t r o t l u c t i o n t o S o c i a l P s y c h o l o g y was p u b l i s h e d i n 1909. M c D o u g a l l 
p l a c e d more emp h a s i s on t h e b i o l o g i c a l t h a n James. 

104. F.B. K a r p f , o p . c i t . , p.248. 
105. I b i d . , pp.248-265, 328. 



b u t r e g a r d e d them as a l t e r a b l e by h a b i t o r r e a s o n . H a b i t 

f o r m a t i o n he d e p i c t e d as a dynamic p r o c e s s w h i c h s t o o d between 

t h e i n s t i n c t s on t h e one hand and r e a s o n and i n t e l l i g e n c e on t h e 
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o t h e r . G e n e r a l l y h e l d h a b i t s o r c u s t o m s h e l d s o c i e t y t o g e t h e r . 

Dames d i d n o t u t i l i s e t h e c o n c e p t o f c u l t u r e t h a t was a v a i l a b l e 

t o l a t e r w r i t e r s , b u t i t can be seen t h a t t h e c o n c e p t o f 

h a b i t u a t i o n a l l o w s f o r t h e p a s s i n g on o f a c q u i r e d modes o f t h o u g h t 

and a c t i o n w i t h o u t t h e r e b e i n g any need t o r e f e r t o b i o l o g i c a l 

f a c t o r s . 

S o c i o l o g y . 

The g r e a t e s t i n f l u e n c e s on A m e r i c a n s o c i o l o g y were Spencer 

and Compte. Spencer was p a r t i c u l a r l y i n f l u e n t i a l i n t h e U n i t e d 

S t a t e s , b u t few A m e r i c a n s o c i o l o g i s t s a c c e p t e d h i s l a i s s e z - f a i r e 

v i e w s . On t h e o t h e r hand t h e S p e n c e r i a n method o f b u i l d i n g up 

u n i l i n e a r schemes o f e v o l u t i o n was f o l l o w e d , and even w i t h t h e 

more r e f o r m minded w r i t e r s i t was a m a t t e r o f i m p l e m e n t i n g t h o s e 
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r e f o r m s w h i c h w o u l d c o n f o r m t o t h e l o g i c o f h i s t o r y . 

S p e n c e r c o n s t r u c t e d a scheme o f s o c i a l e v o l u t i o n w h i c h was 

c o n d i t i o n e d b y n a t u r a l l a w s and t h e " s u r v i v a l o f t h e f i t t e s t . " 

These l a w s were n o t open t o m o d i f i c a t i o n , and Spencer t h o u g h t 

t h a t t h e s t a t e w o u l d be b e h a v i n g w i t h " i m p i o u s p r e s u m p t i o n " i n 

a t t e m p t i n g t o i n t e r f e r e as l e g i s l a t o r s c o u l d n e v e r u n d e r s t a n d t h e 
108 

f u l l c o m p l e x i t y o f t h e s o c i a l s y s t e m . 

106. W. James, P r i n c i p l e s o f P s y c h o l o g y , 2 v o l s . (New Y o r k , 
1 8 9 0 ) , 1: 383-384, and 2: 368-441;. F.B. K a r p f , o p . c i t . , pp.248-265. 

107. R. H o f s t a d t e r , S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , 
pp.31-35, 68-69; S. F i n e , op. c i t . , pp.41-44, 8 1 . See K. Popper, 
The P o v e r t y o f H i s t o r i c i s m ( L o n d o n , 19 6.9), pp. 35-54. 

108;' R. H o f s t a d t e r , S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , 
p.33; S . F i n e , op. c i t . , p p.32-46; H. Spencer, S o c i a l S t a t i c s 
( L o n d o n , 1 8 5 1 ) , pp.77-103, 293-294. 
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S p e n c e r ' s scheme o f e v / o l u t i o n r a n f r o m t h e s i m p l e t o t h e 

complex and f r o m t h e m i l i t a r i s t i c t o t h e i n d u s t r i a l . S i m p l e 

p r i m i t i v e s o c i e t i e s a r e u n i t e d t h r o u g h war and c o n q u e s t , t h e 

b e t t e r o r g a n i s e d g r o u p s w i n n i n g t h e s t r u g g l e and e x t e n d i n g t h e i r 

r a n g e o f i n f l u e n c e . Conquest l e a d s t o more complex s o c i a l 

o r g a n i s a t i o n s i n t h e f o r m o f c l a s s d i s t i n c t i o n s and g o v e r n m e n t 
109 

o r g a n i s a t i o n s . 

E x p a n s i o n v i a c o n q u e s t c a n n o t c a r r y on i n d e f i n i t e l y , and 

as a r e s u l t o f t h e d e c r e a s i n g f r e q u e n c y o f wars t h e m i l i t a r y 

s t a t e e v o l v e s i n t o an i n d u s t r i a l one. C o n t r a c t r e p l a c e s s t a t u s , 

r e g u l a t i o n s c o n c e r n i n g movement, d r e s s and o p i n i o n s become more 

r e l a x e d , and s o c i e t y , becomes more i n t e r d e p e n d e n t t h r o u g h 
1 1 0 

s p e c i a l i s a t i o n and t h e d i v i s i o n o f l a b o u r . T h i s , t o g e t h e r 

w i t h t h e bonds o f f a m i l y l i f e , l o v e o f c o u n t r y , a n d , p e c u n i a r y 

i n t e r e s t a f f o r d s s u f f i c i e n t c o h e s i o n i n s o c i e t y f o r t h e s t a t e 
t o c o n c e r n i t s e l f o n l y w i t h t h e r e g u l a t i o n o f abuses o f f r e e 

111 
c o n t r a c t . 

109. J. Rumney, H e r b e r t S p e n c e r ' s S o c i o l o g y ((Mew Y o r k , 1 9 6 6 ) , 
p p . 1 3 0 - 1 6 1 ; H.E. B a r n e s , " H e r b e r t Spencer and t h e E v o l u t i o n a r y 
D e f e n c e o f I n d i v i d u a l i s m , " i n H.E. B a r n e s , ed., An I n t r o d u c t i o n t o 
t h e H i s t o r y o f S o c i o l o g y , a b r i d g e d ed. ( C h i c a g o , 1966) , pp.81 - 108; 
H. S p e n c e r , P r i n c i p l e s o f S o c i o l o g y (l\)ew Y o r k , 1 8 8 0 - 1 8 9 7 ) : 241-254 
and 639-640. The c o u n t e r p o s i n g o f d i f f e r e n t i a t i o n and i n t e g r a t i o n 
i s a theme t h a t r u n s t h r o u g h o u t S p e n c e r ' s work, as a r e s u l t 
e v o l u t i o n can be seen as a movement f r o m an , " i n c o h e r e n t h o m o g e n e i t y " 
t o a " c o h e r e n t and c o o r d i n a t e d h e t e r o g e n e i t y . " For a p a r t i c u l a r l y 
good b r i e f s u r v e y o f S p e n c e r ' s work by one o f h i s A m e r i c a n f o l l o w e r s 
see F.H. G i d d i n g s , S o c i o l o g y : A L e c t u r e (New Y o r k , 1 9 0 8 ) , pp.29-30. 
For a f u l l e r p i c t u r e see S t a n i s l a v A n d r e s k i , ed., H e r b e r t S p e n c e r : 
S t r u c t u r e , F u n c t i o n and E v o l u t i o n ( L o n d o n , 1 9 7 1 ) . 

110* Spencer was g r e a t l y o p t i m i s t i c , a t l e a s t u n t i l t h e l a t e r 
y e a r s o f ' h i s l i f e . He m a i n t a i n e d t h a t " w h i l e t h e b e n e f i t s a c h i e v e d 
d u r i n g t h e p r e d a t o r y p e r i o d r e m a i n a p e r m a n e n t h e r i t a g e , t h e e v i l s 
e n t a i l e d ' b y i t w i l l d e c r e a s e and s l o w l y d i e o u t . " He a l s o saw 
s o c i e t y e v e n t u a l l y r e a c h i n g an i d e a l " e t h i c a l s t a t e . " See H. S p e n c e r , 
P r i n c i p l e s o f S o c i o l o g y ,2:_ ,242 and H.E. B a r n e s , op . c i t . , p. 96. 

1 1 1 . H. S p e n c e r , P r i n c i p l e s o f S o c i o l o g y , 2: 278. 
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Because o f S p e n c e r ' s L a m a r c k i a n i s m he i s a b l e t o a r g u e t h a t 
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a c q u i r e d c h a r a c t e r i s t i c s may be t r a n s m i t t e d t o d e s c e n d a n t s . 

H a b i t u a l w a r f a r e molds a c e r t a i n c h a r a c t e r , as does h a b i t u a l 

peace, b u t t h e t r a n s f o r m a t i o n i s a g r a d u a l one. Thus, Spencer 

can o b j e c t t o s t a t e i n t e r f e r e n c e on t h e g r o u n d s t h a t man's 

e x p e r i e n c e o f peace i s so l i m i t e d t h a t such a c t i o n s w i l l o n l y 
1 1 3 

l e a d t o a r e v e r s i o n t o m i l i t a r i s t i c and t o t a l i t a r i a n r u l e . 

Thus, i n o r d e r t o p r o m o t e t h e t r a n s i t i o n f r o m a m i l i t a r y t o an 

i n d u s t r i a l s o c i e t y g o v e r n m e n t s s h o u l d keep t h e i r a c t i v i t i e s t o a 

minimum. P r o g r e s s t o w a r d s t h e i n d u s t r i a l s t a t e i s a l s o p r o m o t e d 

by t h e r e m o v a l o f w a s t e f u l c u s t o m s , w a r s , and b a r t e r , a n d . t h e 
1 1 4 

p r o m o t i o n o f f i n a n c i a l i n s t i t u t i o n s and c o r p o r a t i o n s . 

S p e n c e r , o f c o u r s e , r e a l i s e d t h a t t h e r e were d i v e r g e n c e s 

b e t w e e n h i s scheme o f e v o l u t i o n and what c o u l d a c t u a l l y be 

o b s e r v e d , b u t he a v o i d e d t h i s by c l a i m i n g t h a t f a c t s t h a t d i d n o t 

f i t h i s scheme were " i n c i d e n t a l " and d i d n o t " r e l a t e t o t h e 
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k n o w a b l e n a t u r e o f s o c i e t y . " D i v e r g e n c e s between h i s i n d u s t r i a l 

t y p e o f s o c i e t y and o b s e r v e d r e a l i t y were e x p l a i n e d as s u r v i v a l s 

f r o m o l d i n s t i t u t i o n a l t y p e s ; as o l d f o r m o f m i l i t a n c y r a t h e r t h a n 
116 

as a p r o d u c t o f t h e i n d u s t r i a l s y s t e m i t s e l f . Weaknesses such 112. Spencer was d e f e n d i n g L a m a r c k i a n i s m as l a t e as t h e 1890's 
when n e a r l y a l l b i o l o g i s t s had abandoned i t . I t e n a b l e d S p e ncer t o 
c l a i m a p l a u s i b l e u n i t y b etween t h e s u b j e c t m a t t e r o f s o c i o l o g y 
and N a t u r a l S c i e n c e . See 0 . D . Y . P e e l , e d., H e r b e r t S p e n cer on S o c i a l 
E v o l u t i o n ( C h i c a g o , 1 9 7 2 ) , pp. x x i i - x x i i i . 

113. F.H. G i d d i n g s , o p . c i t . , pp.29-30. 
114. H. S p e n c e r , P r i n c i p l e s o f S o c i o l o g y , 3: 338-39, 526-34. 
115. J.D.Y. P e e l , o p . c i t . , p p . x x v i i i - x x i x . 
116. I t must be n o t e d t h a t Spencer n e v e r r e g a r d e d h i s 

d e s c r i p t i o n o f m i l i t a r y and i n d u s t r i a l s o c i e t i e s as W e b e r i a n I d e a l 
Types b u t as " g e n e r a l i s e d d e s c r i p t i o n s o f r e a l i t y . " T h i s t o g e t h e r 
w i t h S p e n c e r ' s use o f t h e " c o m p a r a t i v e " method r e p r e s e n t m a j o r 
m e t h o d o l o g i c a l weaknesses i n . S p e n c e r ' s work. See H. B e c k e r and H.E. 
B a r n e s , S o c i a l T h o u g h t From L o r e t o S c i e n c e , 3 r d ed. (New Y o r k , 1961) 
743-790; and 3.D.Y. P e e l , op . c i t . , p p . x x x i v - x x x v . 
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as t h e s e stemmed d i r e c t l y f r o m S p e n c e r ' s m e t h o d o l o g y . T h i s 

method "was c o n s i d e r e d v a l i d . i n r e c o n s t r u c t i n g t h e r e c o r d o f 

s o c i a l d e v e l o p m e n t " by l i n k i n g t o g e t h e r " i s o l a t e d examples o f 

any t y p e o f c u l t u r e , . . . i r r e s p e c t i v e o f t h e t o t a l i t y o f t h e 

c u l t u r a l complex f r o m w h i c h each was l i f t e d i n t o a p r e a r r a n g e d 
1 1 7 

schema," w h i c h was t h e n h e l d t o be t h e n a t u r a l c o u r s e o f e v o l u t i o n . 

Sumner, P r o f e s s o r o f P o l i t i c a l Economy a t Y a l e , had r e n o u n c e d 

h i s E p i s c o p a l i a n m i n i s t r y i n o r d e r t o t e a c h , and a l t h o u g h he 

r e t a i n e d a s t r o n g m o r a l i s m i n h i s work, he saw h i m s e l f as a 
s c i e n t i s t opposed t o t h e s e n t i m e n t a l i t y and r o m a n t i c i d e a l i s m o f 

118 

h i s age. Sumner's i d e a s were b u i l t , more d i r e c t l y t h a n S p e n c e r ' s , 

on t h e f o u n d a t i o n o f t h e t h e o r i e s o f M a l t h u s and M a r t i n e a u , and 
1 1 9 

on t h e e a r l y , e x t r e m e l y c o n s e r v a t i v e , German h i s t o r i c a l s c h o l a r s . 
Sumner s h a r e d S p e n c e r ' s l a i s s e z - f a i r e i d e a s b u t d i d n o t a u t o m a t i c a l l y 

4- i 4.- • i i 120 
e q u a t e e v o l u t i o n w i t h p r o g r e s s . 

117. 3. B e c k e r and H.E. B a r n e s , o p . c i t . , p.748. Spencer mas 
one o f t h e more e x t r e m e p r o p o n e n t s o f t h i s m ethod, b u t most e a r l y 
s o c i o l o g i s t s and a n t h r o p o l o g i s t s used i t as i n d e e d t h e y had t o , 
t h e r e b e i n g i n s u f f i c i e n t d a t a a v a i l a b l e f o r any o t h e r . The p r o b l e m 
i n f i n d i n g an a c c e p t a b l e m e t h o d o l o g y f o r h i s t o r i c a l s o c i o l o g y was 
t o occupy many w r i t e r s such as D u r k h e i m , Hobhouse, and Weber. I n 
t h i s c o n n e c t i o n B e c k e r and Ba r n e s t a l k a b o u t t h e " d e b a c l e " o f s o c i a l 
e v o l u t i o n i s m . See a l s o H.E. B a r n e s , "The D e v e l o p m e n t o f H i s t o r i c a l 
S o c i o l o g y , " P u b l i c a t i o n s o f t h e A m e r i c a n S o c i o l o g i c a l S o c i e t y 16 
( 1 9 2 1 ) : 17-49. 

118. H.E. B a r n e s , " W i l l i a m Graham Sumner: S p e n c e r i a n i s m i n 
A m e r i c a n D r e s s , " i n H.E. B a r n e s , ed., o p . c i t . , pp.391-192. 
H o f s t a d t e r s u g g e s t s C a l v i n i s t i n f l u e n c e s i n Sumner's work, and 
l i k e n s him t o "some l a t t e r day C a l v i n " come " t o p r e a c h t h e p r e 
d e s t i n a t i o n o f t h e s o c i a l o r d e r and t h e s a l v a t i o n o f t h e economic 
e l e c t t h r o u g h t h e s u r v i v a l o f t h e f i t t e s t . " R. H o f s t a d t e r , S o c i a l 
D a r w i n i s m i n A m e r i c a n T h o u g h t , p.66. 

119. S. F i n e , o p . c i t . , p p . 8 0 - 8 1 ; anon., " S k e t c h o f W i l l i a m 
Graham Sumner," Popular. Science. M o n t h l y 35 ( 1 8 8 9 ) : 261-269; and J. 
M y l e s , German H i s t o r i c i s m and A m e r i c a n E c o n o m i c s , pp.123-124. The 
e a r l y h i s t o r i c i s t s b e l i e v e d t h a t s o c i a l l i f e was g o v e r n e d by, 
" U n c h a n g e a b l e and m e r c i l e s s - l a w s " w h i c h c o u l d be r e v e a l e d t h r o u g h 
h i s t o r i c a l s t u d y . Sumner t o o k h i s t h e o l o g i c a l t r a i n i n g i n G o t t i n g e n 
b etween 1863 and 1866. 

120. S. F i n e , o p . c i t . , p p . 8 0 - 8 1 . 
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Sumner a r g u e d a g a i n s t s t a t e i n t e r v e n t i o n on t h e g r o u n d s 

t h a t l e g i s l a t o r s p o s s e s s e d i n a d e q u a t e k n o w l e d g e , and t h a t a t t e m p t s 

t o d e c o c r a t i s e c a p i t a l i s m w o u l d o n l y l e a d t o t h e " c a p i t a l i s i n g o f 

de m o c r a c y . " T h i s he f e l t c o u l d o n l y l e a d t o t h e c o n c e n t r a t i o n o f 

power and p l u t o c r a c y , and t h e c r u s h i n g o u t o f t h e m i d d l e c l a s s e s . 

Sumner t o o k h i s i d e a s t o t h e i r l o g i c a l c o n c l u s i o n and was n o t 

s i m p l y a spokesman f o r t h e s t a t u s quo. T h r o u g h o u t h i s l i f e he 

f o u g h t a g a i n s t t h e " p l u t o c r a c y , j o b b e r y and p r i v i l e g e " w h i c h he 
121 

saw as t h e r e s u l t o f t h e m i s u s e o f p o l i t i c a l power. He had no 

o b j e c t i o n t o l a b o u r u n i o n s , o r f o r most o f h i s l i f e , t o t r u s t s 

and c o m b i n e s , b o t h o f w h i c h he saw as t h e n a t u r a l r e s u l t o f 

economic e v o l u t i o n . He c o n s i d e r e d " i n d u s t r i a l war" as n o r m a l 

and n a t u r a l and t h e o n l y way o f s o l v i n g q u e s t i o n s w h i c h c o u l d 

n e v e r be s o l v e d i n any o t h e r way. To Sumner s t r i k e s were a s i g n 
122 

t h a t l a b o u r was d o i n g w e l l , as s t a r v i n g men do n o t s t r i k e . 

As can be seen f r o m t h i s Sumner made a s h a r p d i s t i n c t i o n 

b e t w e e n "economic and p o l i t i c a l power, between w e a l t h c r e a t e d and 

a p p l i e d on a f r e e m a r k e t , and t h a t e x p l o i t e d by p r i v i l e g e on a 

r i g g e d m a r k e t . " Sumner's answer t o t h e p l u t o c r a t i s t o s e p a r a t e 

1 2 1 . W.G. Sumner, "Democracy and P l u t o c r a c y , " r e p r i n t e d i n 
S. P e r s o n s , ed., S o c i a l D a r w i n i s m ( E n g l e w o o d C l i f f s , 1 9 6 3 ) , pp.70-97; 
and D. A r m e n t a n o , The P o l i t i c a l Economy o f W i l l i a m Graham Sumner: 
A S t u d y i n t h e H i s t o r y o f F r e e E n t e r p r i s e I d e a s , mimeographed 
( U n i v e r s i t y M i c r o f i l m s , Ann A r b o r , 1 9 6 6 ) , pp.67-75, 158. Sumner 
cha m p i o n e d t h e " f o r g o t t e n man" o f t h e m i d d l e c l a s s who he f e l t had 
t o b e a r t h e c o s t o f most l e g i s l a t i o n d e s i g n e d t o h e l p o t h e r s , e i t h e r 
t h e p o o r o r t h e p l u t o c r a t s . For Sumner's work on t h e m i d d l e c l a s s e s 
see W.G. Sumner, The F o r g o t t e n Man and O t h e r Essays (New Haven, 1 9 1 9 ) ; 
A.G. K e l l e r , "The D i s c o v e r e r o f t h e F o r g o t t e n Man," The A m e r i c a n 
M e r c u r y 27 ( 1 9 3 2 ) : 257-270; M. S m i t h , " W i l l i a m Graham Sumner: t h e 
F o r g o t t e n Man," The A m e r i c a n M e r c u r y 71 ( 1 9 5 0 ) : 357-366. 

122. D. A r m e n t a n o , op. c i t . . , . .p.p.. ,8 9-.1,0 4; and W.G. Sumner, "Do 
We Want I n d u s t r i a l Peace?," i n War and O t h e r Essays (New Haven, 1 9 1 1 ) , 
p p.233-239. 
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s t a t e and m a r k e t and t o keep economic power w i t h i n t h e scope o f 

t h e m a r k e t s y s t e m t h r o u g h t h e i m p l e m e n t a t i o n o f a g e n u i n e l a i s s e z -
123 

f a i r e s y s t e m . 

W h i l e t h e r e i s no d o u b t t h a t Sumner sometimes used D a r w i n i a n 

l a n g u a g e i n h i s p o l e m i c a l u t t e r a n c e s , as f o r i n s t a n c e when he 

c l a i m e d t h a t t h e o n l y a l t e r n a t i v e s were t h e s u r v i v a l o f t h e f i t t e s t 

o r t h e " s u r v i v a l o f t h e u n f i t t e s t , " t h e r e i s e q u a l l y l i t t l e d o u b t 
1 24 

t h a t t h i s s i d e o f Sumner's work has been o v e r s t a t e d . P e r s o n s 
1 25 

has c l a i m e d t h a t t h i s a s p e c t o f Sumner's work i s o n l y " i n c i d e n t a l , " 
S h e k e t o f f a r g u e s t h a t Sumner a r r i v e d a t a d o c t r i n e o f C h r i s t i a n 

126 
r e s p o n s i b i l i t y w h i c h a n t i c i p a t e d t h e S o c i a l G o s p e l movement, 
C u r t i s n o t e s t h a t t o w a r d s t h e end o f h i s l i f e Sumner a r g u e d f o r 

127 

g o v e r n m e n t i n t e r v e n t i o n t o p r e s e r v e c o m p e t i t i o n , and B a n n i s t e r 

p o i n t s o u t t h a t a f t e r 1884 Sumner d r o p p e d t h e use o f t h e t e r m 

" s u r v i v a l o f t h e f i t t e s t , " r e p l a c i n g i t w i t h a d i s t i n c t i o n b etween 

t h e s t r u g g l e f o r e x i s t e n c e b e t w e e n man and n a t u r e and t h e c o m p e t i t i o n 

123. D. Armen t a n o , o p . c i t . , p.82; and W.G. Sumner, "The S t a t e 
and M o n o p o l y , " i n E a r t h Hunger and O t h e r Essays (New Haven, 1 9 1 3 ) , 
p.276. Sumner o f c o u r s e saw t h e t a r i f f as a p r i m e example o f 
p l u t o c r a t i c m a n i p u l a t i o n . 

124. For i n s t a n c e R.C. B a n n i s t e r c l a i m s t h a t H o f s t a d t e r 
u t i l i s e s a l m o s t e v e r y s i n g l e example o f Sumner's r e l a t i v e l y i n 
f r e q u e n t use o f t h i s k i n d o f r h e t o r i c i n b u i l d i n g up h i s case f o r 
r e g a r d i n g Sumner as a " s o c i a l D a r w i n i s t . " B a n n i s t e r a r g u e s t h i s 
i s an i n a c c u r a t e r e p r e s e n t a t i o n . See R. H o f s t a d t e r , S o c i a l D a r w i n i s m 
i n A m e r i c a n T h o u g h t , pp.45-66 and " W i l l i a m Graham Sumner: S o c i a l 
D a r w i n i s t , " New E n g l a n d Q u a r t e r l y 14 ( 1 9 4 1 ) : 457-477; and compare 
w i t h R.C. B a n n i s t e r , " W i l l i a m Graham Sumners S o c i a l D a r w i n i s m : A 
R e c o n s i d e r a t i o n , " H i s t o r y o f P o l i t i c a l Economy 5 ( 1 9 7 3 ) : 89-109; and 
H.E. S t a r r , W i l l i a m Graham Sumner (New Y o r k , 1 9 2 5 ) . 

125. S. P e r s o n s , ed., S o c i a l D a r w i n i s m , i n t r o d u c t i o n , p.3. 
1'26. R.C. B a n n i s t e r , " W i l l i a m Graham Sumner's S o c i a l D a r w i n i s m : 

A R e c o n s i d e r a t i o n , " o p . c i t . , p . 9 1 . 
127. B.E.. C u r t i s . , " W i l l i a m . Graham Sumner 'On t h e C o n c e n t r a t i o n 

o f W e a l t h ' " , J o u r n a l o f A m e r i c a n H i s t o r y , 55 (19.69):. 823-32; and 
The M i d d l e C l a s s P r o g r e s s i v i s m o f W i l l i a m Graham Sumner, mimeographed 
" ( U n i v e r s i t y M i c r o f i l m s , Ann A r b o r , 1964) . • 
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among men. 

Sumner g r a d u a l l y t u r n e d h i s a t t e n t i o n t o t h e l a t t e r , t h e r e b y 

p u s h i n g n a t u r e and b i o l o g y i n t o t h e b a c k g r o u n d i n o r d e r t o 

c o n c e n t r a t e on t h e s o c i a l s y s t e m and t h e f o r c e s w i t h i n i t t h a t 

d e t e r m i n e i t s e v o l u t i o n . T h i s i s d i s p l a y e d i n Sumner's F o l k w a y s , 

w h i c h a l t h o u g h n o t p u b l i s h e d u n t i l 1907 c o n t a i n e d t h e v i e w s he 
had been d e v e l o p i n g i n h i s t e a c h i n g f o r some t w e n t y y e a r s 

1 29 

p r e v i o u s l y . 

As B a l l p o i n t s o u t , t h i s book was p r i n c i p a l l y c o n c e r n e d w i t h 

t h e r e l a t i o n s h i p between t h e f o r c e s f o r s t a b i l i t y and t h e f o r c e s 
130 

t o w a r d s change, t h e c r i t i c a l f a c t o r i n t h i s r e l a t i o n s h i p b e i n g 

t h e f o l k w a y s . Sumner d e f i n e d f o l k w a y s as a body o f c u s t o m s s h a r e d 

by a g r o u p and a r i s i n g f r o m e f f o r t s t o s a t i s f y n eeds; a mass 
phenomenon t h a t " p r o d u c e s h a b i t i n t h e i n d i v i d u a l and custom i n 

131 
t h e g r o u p . " Mores, a c c o r d i n g t o Sumner, were a s u b c l a s s o f 
f o l k w a y s t h a t have " c o n n o t a t i o n s o f r i g h t and t r u t h i n r e s p e c t t o 

1 32 

w e l f a r e embodied i n them." Each c l a s s o r g r o u p i n s o c i e t y 

has i t s own s e t o f mores, a l t h o u g h o t h e r mores may be common t o 

t h e w hole s o c i e t y . 

The f o l k w a y s and mores p r o d u c e l a w s and i n s t i t u t i o n s . An 

i n s t i t u t i o n i s d e f i n e d as a " c o n c e p t ( i d e a , n o t i o n , d o c t r i n e , 
13 3 

i n t e r e s t ) and a s t r u c t u r e . " Sumner t r a c e d t h e d e v e l o p m e n t o f 

128. R.C. B a n n i s t e r , " W i l l i a m Graham Sumner's S o c i a l D a r w i n i s m 
A R e c o n s i d e r a t i o n , " o p . c i t . , p.90. 

129. H.V. B a l l , "Law and S o c i a l Change: Sumner R e c o n s i d e r e d , " 
A m e r i c a n J o u r n a l o f S o c i o l o g y 67 ( 1 9 6 2 ) : 533; and W.G. Sumner, 
F o l k w a y s (New Y o r k , 1 9 5 9 ) , p r e f a c e p . i i i . 

130. H.V. B a l l , o p . c i t . , p.533. 
1 3 1 . W.G. Sumner, F o l k w a y s , pp.2-3. 
132. I b i d . , p.38. 
133. I b i d . , p.53. 
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such t h i n g s as m a r r i a g e and p r o p e r t y f r o m f o l k w a y s t o 

i n s t i t u t i o n s as f o l l o w s : 

They began i n f o l k w a y s . They became c u s t o m s . 
They d e v e l o p e d i n t o mores by t h e a d d i t i o n o f some 
p h i l o s o p h y o f w e l f a r e , however c r u d e . Then t h e y 
were made more d e f i n i t e and s p e c i f i c as r e g a r d s t h e 
r u l e s , t h e p r e s c r i b e d a c t s , and t h e a p p a r a t u s t o 
be e m p l o y e d . T h i s p r o d u c e d a s t r u c t u r e and t h e 
i n s t i t u t i o n was c o m p l e t e . ^ 

Laws t o o d e v e l o p o u t o f f o l k w a y s and mores, and l e g i s l a t i o n , i n 

o r d e r t o be e f f e c t i v e , must be c o n s i s t e n t w i t h mores. L i k e w i s e 

p h i l o s o p h y and e t h i c s he r e g a r d e d as s e c o n d a r y and d e r i v e d f r o m 
1 35 

f o l k w a y s r a t h e r t h a n as d e t e r m i n i n g f o r c e s i n t h e m s e l v e s . 

Mores a r e r e s i s t a n t t o change t h r o u g h t h e i r r e g u l a r use o r 

t h r o u g h t h e i r b ecoming c o n v e n t i o n a l i s e d o r i n s t i t u t i o n a l i s e d . 

T h i s means t h a t c r i s e s may o c c u r when c h a n g i n g c o n d i t i o n s , f o r 

i n s t a n c e d i s c o v e r i e s , i n v e n t i o n s , o r c o n s c i o u s r e f l e c t i o n and 
c r i t i c i s m , b r i n g c o n f l i c t s w i t h t h e mores and demand f o r change 

13 6 

by t h e masses. Sumner a r g u e s t h a t t h i s s i t u a t i o n l e a d s t o 

r e f o r m o r r e v o l u t i o n , w h i c h he sees as " a r b i t r a r y a c t i o n on t h e 

mores" t h r o u g h t h e i m p l e m e n t a t i o n o f new dogmas and p r i n c i p l e s . 

But as dogmas do n o t make new mores, t h e r e s u l t i s c o n f u s i o n and 
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t h e r e g a i n i n g o f power by t h e o l d r u l i n g c l a s s . A c c o r d i n g t o 

Sumner d e l i b e r a t e l y i n d u c e d change i s p o s s i b l e o n l y by c h a n g i n g 

c o n d u c t , w h i c h w i l l e v e n t u a l l y l e a d t o t h e c r e a t i o n o f new mores, 
13 8 

f o l k w a y s and i n s t i t u t i o n s , a s l o w p r o c e s s a t t h e b e s t o f t i m e s , 134. I b i d . , p.54. 
135. H.V. B a l l , o p . c i t . , p.533. 
136. I b i d . , p.534, and W.G. Sumner, F o l k w a y s , pp.86-115. 
137. H.V. B a l l , o p . c i t . , pp.535-536;^and W.G. Sumner, F o l k w a y s , 

p . 86 . 
138. H.V. B a l l , o p . c i t . , p.538; and W.G. Sumner, F o l k w a y s , p.94 
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b u t f a r f r o m i m p o s s i b l e . N e v e r t h e l e s s , Sumner's r e p u t a t i o n 

among h i s c o n t e m p o r a r i e s was c o n d i t i o n e d l a r g e l y by h i s e a r l i e r 

more d o g m a t i c and s t r i c t l y l a i s s e z - f a i r e a t t i t u d e s . 

Among t h e more r e f o r m i s t w r i t e r s t h e work o f L. Ward, L.H. 

Morgan, and F.H. G i d d i n g s i s p e r h a p s o f most s i g n i f i c a n c e , Morgan 

b e i n g an a n t h r o p o l o g i s t and Ward and G i d d i n g s s o c i o l o g i s t s . L. 

Ward i n h i s t h r e e m a j o r w o r k s , The P s y c h i c F a c t o r s o f C i v i l i z a t i o n , 

Dynamic S o c i o l o g y , and Pure S o c i o l o g y , a r g u e d t h a t n a t u r a l 

s e l e c t i o n had p r o d u c e d i n t e l l i g e n c e i n man w h i c h e n a b l e d him t o 
139 

c o n s c i o u s l y a l t e r h i s s u r r o u n d i n g s . I n o r d e r t h a t change be 

u n d e r t a k e n w i s e l y he a d v o c a t e d mass e d u c a t i o n and t h e e s t a b l i s h m e n t 

o f a c e n t r a l b u r e a u o f s t a t i s t i c s . ^ ^ Ward, who was a l s o 

i n f l u e n c e d by Compte, r e g a r d e d s o c i o l o g y as " s t a n d i n g a t t h e head 

o f t h e e n t i r e s e r i e s " o f o t h e r s c i e n c e s . S o c i o l o g y a c c o r d i n g t o 

t o Ward " i s e n r i c h e d by a l l t h e t r u t h s o f n a t u r e and embraces a l l 

t r u t h . I t i s t h e S c i e n t i a S c i e n t i a r u m , " t h u s l e g i s l a t o r s s h o u l d 

a l l be t r a i n e d s o c i o l o g i s t s . ' ' ^ ' ' 

Ward c o n t r i b u t e d g r e a t l y t o a t t a c k s on Spencer and Sumner, 

p o p u l a r i s i n g t h e t e r m " S o c i a l D a r w i n i s t s " i n t h e p r o c e s s . Ward 

a c c u s e d Sumner o f d e g r a d i n g human a c t i v i t y " t o a c o m p l e t e l e v e l 

139. H.E. B a r n e s , " L e s t e r F r a n k Ward: The R e c o n s t r u c t i o n o f 
S o c i e t y by S o c i a l S c i e n c e , " i n H.E. B a r n e s , ed., o p • c i t . , pp.126-143; 
and L.F. Ward, Dynamic S o c i o l o g y , 2nd ed. (New Y o r k , 1 8 9 7 ) , 1: 56-
57; and t h e P s y c h i c F a c t o r s o f C i v i l i z a t i o n ( B o s t o n , 1 8 9 3 ) , pp.242-
244. 

140'. L.F. Ward, "The Way t o S c i e n t i f i c Law M a k i n g , " i n G l i m p s e s 
o f t h e Cosmos (New Y o r k , 1913-1918) 2: 1 6 8 - 1 7 1 ; and, Dynamic 
S o c i o l o g y , 1: 12-27, 2: 593-633. 

1 4 1 . L.F. Ward, Pure S o c i o l o g y . .(Mew Y o r k , 190.3), p. 9 1 ; and 
" S o c i o l o g y and Economics," A n n a l s o f t h e A m e r i c a n Academy.of 
P o l i t i c a l and S o c i a l S c i e n c e 13 ( 1 8 4 9 ) : 230-234. " 



u j i t h t h o s e o f a n i m a l s " and c r i t i c i s e d Sumner's What S o c i a l 

C l a s s e s Owe t o Each O t h e r on t h e g r o u n d s t h a t Sumner c o n f u s e d 
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" f i t n e s s t o s u r v i v e " w i t h " r e a l s u p e r i o r i t y . " Spencer and 

Sumner he lumped t o g e t h e r w i t h f r e e t r a d e r s and " E n g l i s h n e g a t i v e 

e c o n o m i s t s " as t h e " l a i s s e z - f a i r e s c h o o l . " ^ ^ He a t t a c k e d t h i s 

" s c h o o l " by a r g u i n g t h a t t h e y were i g n o r i n g t h e a c t u a l t r e n d o f 

e v e n t s , t h a t t h e i r a r g u m e n t s were based on t h e f a l s e p r e s u m p t i o n 

t h a t s o c i a l phenomena were o u t s i d e human c o n t r o l , and t h a t t h e i r 

a s s u m p t i o n t h a t n a t u r a l l a w s r e p r e s e n t s o m e t h i n g e f f i c i e n t o r 

b e n e f i c i e n t was s i m p l y a f o r m o f m y s t i c i s m . ^ ^ He a l s o t o o k t h e 

v i e w t h a t b u s i n e s s o p p o s i t i o n t o s t a t e i n t e r f e r e n c e was based on 

t h e f e a r t h a t t h e l a b o u r e r and a r t i s a n w o u l d g e t t o s h a r e i n t h e 

l e g a l p r o t e c t i o n t h a t b u s i n e s s a l r e a d y e n j o y e d . To Ward l a i s s e z -

f a i r e was a sham i n d u l g e d i n by t h o s e w i s h i n g t o p r o t e c t t h e i r 
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own i n t e r e s t s , and c o m p l e t e l y opposed t o h i s own i d e a l o f 
" s o c i o c r a c y , " t h a t i s " t h e s c i e n t i f i c c o n t r o l o f s o c i a l f o r c e s by 
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t h e c o l l e c t i v e mind o f s o c i e t y . " Ward was t o have c o n s i d e r a b l e 

142. See R. H o f s t ' a d t e r , S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , 
pp.67-84; and R.C. B a n n i s t e r , "The S u r v i v a l o f t h e F i t t e s t i s Our 
D o c t r i n e : H i s t o r y o r H i s t r i o n i c s , " J o u r n a l o f t h e H i s t o r y o f I d e a s 
31 ( 1 9 7 0 ) : 393-396, L a t e r on Ward h i m s e l f was t o be a c c u s e d o f 
" S o c i a l D a r w i n i s m " because he had a r g u e d i n f a v o u r o f n e g a t i v e 
e u g e n i c s and t h e " s t r u g g l e " s c h o o l o f s o c i o l o g y . See a l s o L.F. Ward, 
" P r o f e s s o r Sumner's S o c i a l C l a s s e s " i n G l i m p s e s o f t h e Cosmos, 3: 
301-5. 

143. L.F. Ward, "The S c i e n t i f i c B a s i s o f P o s i t i v e P o l i t i c a l 
Economy," i n G l i m p s e s o f t h e Cosmos, 3: 32-48; and R. H o f s t a d t e r , 
S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , pp.72-73. 

144. Ward uses a b i o l o g i c a l a n a l o g y a r g u i n g t h a t t h e . 
d o m e s t i c a t i o n o f p l a n t s and a n i m a l s has r e s u l t e d i n g r e a t g a i n s i n 
e f f i c i e n c y t h r o u g h a p r o c e s s t h a t c a n n o t be c a l l e d " n a t u r a l . " See 
Dynamic S o c i o l o g y , 1: 35-59, and ."The S o c i o l o g i c a l B a s i s o f 
P r o t e c t i o n and F r e e T r a d e , " i n . Glimpses, o.f t h e Cosmos, 4: 186-189. 

145. L.F. Ward. P s y c h i c F a c t o r s o f C i v i l i z a t i o n , p p.319-322; 
and S. F i n e , op . c i t . , pp.261-262. 

146. L.F. Ward, " P o l i t i c o - S o c i a l F u n c t i o n s " i n G l i m p s e s o f t h e 
Cosmos, 2: 3 3 5 - 3 4 1 ; and S. F i n e , op. c i t . , p.263. Ward as w e l l as 
B e l l a m y was r e d i s c o v e r e d a t t h e t i m e o f t h e Mew D e a l , see S. 
Chugerman, L e s t e r F. Ward, The A m e r i c a n A r i s t o t l e (Durham, Worth 
C a r o l i n a , 1939) . 
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i n f l u e n c e on t h e d e v e l o p m e n t o f A m e r i c a n s o c i o l o g y t h r o u g h w r i t e r s 

such as A.W. S m a l l and E.A. Ross. 

L.H. Morgan gave an a c c o u n t o f t h e c u l t u r a l e v o l u t i o n o f 

p e o p l e s w h i c h gave a p r i m a r y r o l e t o t e c h n o l o g i c a l a d v a n c e , f o r 

Morgan c u l t u r e a d v anced as man e x t e n d e d h i s c o n t r o l o v e r h i s 
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e n v i r o n m e n t and c o u l d e n l a r g e h i s means o f s u b s i s t e n c e . 

I n s t i t u t i o n s a c c o r d i n g t o Morgan a r e t h e ways i n w h i c h s o c i e t i e s 

o r g a n i s e t h e m s e l v e s t o use t h e i r t e c h n o l o g y . As t e c h n o l o g y 

a d v a n c e s so i n s t i t u t i o n s must c h a n g e . ^ ^ 

Morgan d i s t i n g u i s h e d between " a n c i e n t s o c i e t y " , based on 

p e r s o n a l r e l a t i o n s h i p s , and " c i v i l s o c i e t y " based on t e r r i t o r y 

and p r o p e r t y , and i t i s t h e i d e a o f p r o p e r t y and t h e i n s t i t u t i o n s 

c o n n e c t e d w i t h i t t h a t , , f o r Morgan, p l a y s t h e key r o l e i n 
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d e t e r m i n i n g t h e shape o f a s o c i e t y . Morgan a r g u e d t h a t p r i m i t i v e 

s o c i e t y was c o m m u n a l i s t i c , b u t t h r o u g h t e c h n o l o g i c a l changes 

f i e l d a g r i c u l t u r e and f i x e d s e t t l e m e n t s became e s t a b l i s h e d . W i t h 

t h e d e v e l o p m e n t o f money p r i v a t e p r o p e r t y a r o s e , l e a d i n g t o 

c o m p e t i t i o n , a r i s t o c r a c y , and s l a v e r y . S l a v e r y was o n l y a b o l i s h e d 

upon t h e d i s c o v e r y t h a t t h e " f r e e m a n was a b e t t e r p r o p e r t y m a k i n g 

m a c h i n e " t h a n a s l a v e . 

Morgan t r a c e s t h e d e v e l o p m e n t o f t h e i d e a o f p r o p e r t y f r o m 

i t s f e e b l e s t a t e i n t h e mind o f t h e savage t o i t s a r r i v a l as t h e 

147. L.A. W h i t e , " L e w i s Henry Morgan: P i o n e e r i n t h e T h e o r y o f 
S o c i a l E v o l u t i o n , " i n H.E. B a r n e s , ed., o p . c i t . , pp.109-125; O.W. 
P o w e l l , " S k e t c h o f L e w i s H. Morgan," P o p u l a r S c i e n c e M o n t h l y 18 
( 1 8 8 0 ) : 1 1 4 - 1 2 1 ; L.H. Morgan, A n c i e n t S o c i e t y (New Y o r k , 1 8 7 7 ) , 
pp . 22-26. 

148. Morgan, however, was n o t a l w a y s c o n s i s t e n t . He s o m e t i m e s 
seems t o have t a l k e d a b o u t " p r i m a r y germs o f t h o u g h t " as r e s u l t i n g 
i n t h e d e v e l o p m e n t o f i n s t i t u t i o n s . See L.H. Morgan, o p • c i t . , pp.3-

149. L.A. W h i t e , op . c i t . , pp.115-120; and L.H. Morgan, o p . c i t . 
p p . 3 8 9 - 5 5 1 . 

150. L.H.. Morgan, op . c i t . , p.505. 
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" m a s t e r p a s s i o n o f c i v i l i s e d man." T h i s p a s s i o n he saw as 

l e a d i n g t o s e l f d e s t r u c t i o n and t h e e s t a b l i s h m e n t on a " h i g h e r 

p l a n e " t h e " l i b e r t y , e q u a l i t y and f r a t e r n i t y o f t h e a n c i e n t 
1 5 1 

g e n t e s . " The m o t i v e power b e h i n d t h i s t r a n s f o r m a t i o n b e i n g 

t h e w o r k i n g man who, when t h e t i m e comes, " w i l l have t o r i s e upon 

t h e m e r c h a n t s and t r a d e r s as w e l l as t h e a r i s t o c r a t s and push 
1 52 

them o u t o f t h e way i n one body." 

F.H. G i d d i n g s s t a r t e d f r o m t h e v i e w o f s o c i e t y as an o r g a n i s m 

c o n t r o l l e d by n a t u r a l l a w s . T h i s v i e w a l l o w e d l e s s room f o r t h e 
o p e r a t i o n o f c u l t u r a l f a c t o r s t h a n i s f o u n d i n e i t h e r Ward o r 
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Sumner, b u t G i d d i n g s was a l s o i n f l u e n c e d by Compte's v i e w s on 

t h e need f o r a b a s i c s o c i a l s c i e n c e , by Ward's v i e w s o f s o c i o l o g y 

as a g u i d e f o r s o c i a l . r e f o r m , and by Adam S m i t h ' s n o t i o n o f 
r e f l e c t i v e s y m p a t h y , w h i c h G i d d i n g s t r a n s l a t e d as " c o n s c i o u s n e s s 

154 

o f k i n d . " 1 4 

G i d d i n g s ' v i e w o f s o c i a l e v o l u t i o n was f r o m g r o u p s based on 

e t h n i c u n i t y t o t h o s e based on c i v i l u n i t y , a p r o c e s s t h a t c o n s i s t s 

o f t h e s u b s t i t u t i o n o f open g r o u p s f o r c l o s e d g r o u p s i n p o l i t i c s , 1 5 1 . L.H. Morgan, op . c i t . , p.552. Morgan uses t h e t e r m 
" g e n t e s " i n s t e a d o f t h e more common word " c l a n s . " 

152. Quoted by L.A. W h i t e , o p . c i t . , p.120, f r o m L.A. W h i t e , 
e d . , E x t r a c t s f r o m t h e European T r a v e l J o u r n a l o f L e w i s H. Morgan 
(New Y o r k , 1 9 3 7 ) , p.269. f h e r e has been c o n s i d e r a b l e d e b a t e o v e r 
how " s c i e n t i f i c " Morgan a c t u a l l y was. See L.A. W h i t e , "Morgan's 
A t t i t u d e t o w a r d s R e l i g i o n and S c i e n c e , " A m e r i c a n A n t h r o p o l o g i s t 46 
( 1 9 4 4 ) : 218-30;Tand.R.H. Lowie., " L e w i s H. Morgan i n - H i s t o r i c a l 
P e r s p e c t i v e , " i n R.H. L o w i e , ed., Essays i n A n t h r o p o l o g y ( B e r k e l e y , 
1 9 3 6 ) . 

153. C.H. ( M o r t h c o t t , "The S o c i o l o g i c a l T h e o r i e s o f F r a n k l i n 
Henry G i d d i n g s : C o n s c i o u s n e s s o f K i n d , P l u r a l i s t i c B e h a v i o u r , and 
S t a t i s t i c a l Method,"' i n H.E. Bar n e s ed., o p . c i t . , p p . 1 8 0 - 2 0 1 . 
G i d d i n g s was t o become P r o f e s s o r o f S o c i o l o g y a t C o l u m b i a U n i v e r s i t y 
i n 1894. See a l s o F.H. H a n k i n s , " F r a n k l i n Henry G i d d i n g s , 1855-1931 
Some A s p e c t s o f H i s S o c i o l o g i c a l T h e o r y , " A m e r i c a n J o u r n a l o f 
S o c i o l o g y 37 ( 1 9 3 1 ) : 349-367. 

154. C.H. N o r t h c o t t , ' o p . c i t . , p.184; and F.H. G i d d i n g s , 
P r i n c i p l e s o f S o c i o l o g y ( L o n d o n , 1 9 0 2 ) , pp.199-360. I n f a c t t h e 
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r e l i g i o n , t r a d e , and e d u c a t i o n . I n c i v / i l s o c i e t y t h e " s o c i a l 

m i n d " o p e r a t e s t h r o u g h t h e s t a t e , w h i c h has t h e f u n c t i o n o f 

p e r f e c t i n g s o c i a l o r g a n i s a t i o n and w h i c h may w e l l i n v o l v e economic 
155 

f u n c t i o n s . To G i d d i n g s " s o c i e t y i s a means t o a d e f i n i t e end, 
namely t h e s u r v i v a l and i m p r o v e m e n t o f men t h r o u g h a c o n t i n u i n g 

156 

s e l e c t i o n o f i n t e l l i g e n c e and s y m p a t h y . " I n t h i s , s o c i a l 

c o n t r o l has an i m p o r t a n t p a r t t o p l a y i n t h e r e s t r a i n t o f t h e a n t i 

s o c i a l . But s o c i a l c o n t r o l s can go t o o f a r l e a d i n g t o a r i g i d i t y 

o f s o c i a l s t r u c t u r e , and a b a l a n c e must a l w a y s be made betw e e n 
157 

r e s t r a i n t and f r e e d o m . 

These i d e a s t e n d e d t o make G i d d i n g s more c o n s e r v a t i v e t h a n 

L e s t e r Ward b u t l e s s so t h a n Spencer o r Sumner. I n h i s e a r l i e r 

work G i d d i n g s t e n d e d t o a f a i r l y d o g m a t i c l i n e , a r g u i n g t h a t 
15 8 

economic l a w s were i n e x o r a b l e , b u t i n l a t e r work he was p r e p a r e d 

t o c o n t e m p l a t e l i m i t e d e x p e r i m e n t s i n s t a t e and m u n i c i p a l 

o w n e r s h i p as l o n g as t h e s t a t e r e a l i s e d t h a t i t "must n o t b r e a k 
t o t a l scheme r u n s f r o m Z o o g e n i c t o A n t h r o p o g e n i c t o E t h n i c t o C i v i l 
S o c i e t y . C i v i l S o c i e t y i s seen as e v o l v i n g t h r o u g h M i l i t a r y / 
R e l i g i o u s , L i b e r a l / L e g a l and E c o n o m i c / E t h i c a l s t a g e s . 

155. G i d d i n g s , however, p l a c e d t h i s p r o c e s s w i t h i n t i g h t 
c o n s t r a i n t s a r g u i n g t h a t i f t h e t h i n g w i l l e d does n o t c o n t r i b u t e 
t o s o c i a l s u r v i v a l " t h e r e i s p r e s e n t l y an end o f s o c i a l w i l l i n g 
a l o n g t h o s e l i n e s , " F.H. G i d d i n g s , The T h e o r y o f S o c i o l o g y 
( P h i l a d e l p h i a , 1 8 9 4 ) , pp.71-72. Ward r a t h e r o b j e c t e d t o t h i s h i g h 
d e g r e e o f d e t e r m i n i s m . L.F. Ward, " P r i n c i p l e s o f S o c i o l o g y , " A n n a l s 
o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l S c i e n c e 4 (18 9 4 ) : 
582-614. 

156. F.H. G i d d i n g s , S t u d i e s i n t h e T h e o r y o f Human S o c i e t y 
(New Y o r k , 1 9 2 2 ) , p.246. 

157. The f o r m and d e g r e e o f s o c i a l c o n s t r a i n t i s c o n n e c t e d w i t h 
t h e t y p e o f s o c i e t y . G i d d i n g s l i s t s e i g h t t y p e s , s y m p a t h e t i c , 
c o n g e n i a l , a p p r o b a t i o n a l , d e s p o t i c , a u t h o r i t a t i v e , c o n s p i r i t a l , 
c o n t r a c t u r a l , and i d e a l i s t i c . G i d d i n g s compares s o c i a l c o n t r o l w i t h 
n a t u r a l s e l e c t i o n . C. H .. Nor t h c o t 1 , op . c i t . , pp. 189-193; and F.H. 
G i d d i n g s , P r i n c i p l e s o f S o c i o l o g y , p . 3 6... 

158. F.H. G i d d i n g s , Democracy and E m p i r e (New Y o r k , 1 9 0 0 ) , 
pp.137-143; and S. F i n e , op . c i t . , pp.268-272. 



45. 
159 t h e s p i r i t o f a f r e e p e o p l e o r d i s c o u r a g e t h e i r i n i t i a t i v e . " 

I n h i s w r i t i n g s on e c o n o m i c s G i d d i n g s c a s t i g a t e d c l a s s i c a l 

e c o n o m i s t s f o r t h e i r " p r e - D a r i u i n i a n " a s s u m p t i o n o f an u n c h a n g i n g 

human n a t u r e . He a r g u e d t h a t t h e s t a t e o f c o n s c i o u s n e s s o f a 

p e o p l e was a f u n c t i o n o f p h y s i c a l and s o c i a l c o n d i t i o n s and t h a t 

d i f f e r e n t m e n t a l i t i e s have been d i s p l a y e d a t d i f f e r e n t s t a g e s i n 

s o c i a l e v o l u t i o n . G i d d i n g s d i s t i n g u i s h e d o r g a n i c , i n s t i n c t i v e , 

and r a t i o n a l s t a g e s , t h e l a s t b e i n g d i v i s i b l e i n t o c e r e m o n i a l and 
• . , 160 b u s i n e s s p e r i o d s , 

G i d d i n g s a l s o p u t g r e a t emphasis on t h e need f o r c a r e f u l 

h i s t o r i c a l , s t a t i s t i c a l , and c o m p a r a t i v e s t u d i e s o f i n s t i t u t i o n s , 

c u s t o m s , and human n a t u r e , and was e x t r a o r d i n a r i l y w e l l a c q u a i n t e d 

w i t h w orks on a n t h r o p o l o g y and h i s t o r y . Thus, a l t h o u g h G i d d i n g s 

was s t i l l u s i n g a S p e n c e r i a n m e t h o d o l o g y , he a p p l i e d i t w i t h none 
161 

o f t h e n a i v e t y t o be f o u n d i n Spencer o r Morgan. The r e a l 

c h a l l e n g e on m e t h o d o l o g i c a l i s s u e s was, h owever, t o come f r o m t h e 

h i s t o r i c a l s c h o o l s w h i c h c e n t e r e d i n Germany b u t had g r e a t 

i n f l u e n c e i n E n g l a n d and t h e U n i t e d S t a t e s as w e l l , and f r o m t h e 

159. F.H. G i d d i n g s , The R e s p o n s i b l e S t a t e ( L o n d o n , 1 9 1 9 ) , 
pp.93-108. G i d d i n g s a l s o c hampioned p r o f i t s h a r i n g schemes. See 
F.H. G i d d i n g s , "The T h e o r y o f P r o f i t S h a r i n g , " Q u a r t e r l y J o u r n a l o f 
Economics 1 ( 1 8 8 7 ) : 367-376. 

160. F.H. G i d d i n g s , "The S o c i o l o g i c a l C h a r a c t e r o f P o l i t i c a l 
Economy," A m e r i c a n Economic A s s o c i a t i o n P u b l i c a t i o n s . 3 ( 1 8 8 8 ) : 20-47 
"The Economic Ages," P o l i t i c a l S c i e n c e Q u a r t e r l y 16 ( 1 9 0 1 ) : 1 9 3 - 2 2 1 . 
G i d d i n g s i n t e g r a t e d t h i s scheme w i t h h i s e a r l i e r ones as f o l l o w s : 
O r g a n i c became e q u i v a l e n t t o Z o o g e n i c , I n s t i n c t i v e t o A n t h r o p o g e n i c , 
C e r e m o n i a l t o E t h n o g e n i c and T r a n s i t i o n t o C i v i c , and B u s i n e s s t o 
C i v i c . G i d d i n g s c o n s i d e r e d t h e n e o - c l a s s i c a l e c o n o m i c s o f J.B. 
C l a r k t o be t h e c o r r e c t a p p r o a c h f o r a n a l y s i n g t h e r a t i o n a l b u s i n e s s 
s t a g e o f s o c i a l e v o l u t i o n . 

1 6 1 . H. B e c k e r and H.E. B a r n e s , o p . c i t . , p.750. 



46. 

f i e l d o f e t h n o l o g y , where E h r e n r e i c h i n Germany and F. Boas i n 

A m e r i c a had d e v e l o p e d what has become known as t h e h i s t o r i c a l / 

a n a l y t i c a l s c h o o l o f e t h n o l o g y . Boas' work was based on t h e v i e w 

t h a t t h e s o c i a l h i s t o r y o f any p a r t i c u l a r p e o p l e c o u l d n o t be 

r e c o n s t r u c t e d on t h e b a s i s o f any g e n e r a l e v o l u t i o n a r y scheme. 

T h i s , however, d i d n o t p r e v e n t t h e d r a w i n g o f p a r a l l e l s b e t w e e n 
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c e r t a i n a s p e c t s o f d i f f e r e n t c u l t u r e s . Boas' work a l s o has 

i n t e r e s t because o f h i s s t u d i e s o f t h e K w a k i u t l I n d i a n s o f B r i t i s h 

C o l u m b i a i n w h i c h he n o t e d t h e o s t e n t a t i o u s and w a s t e f u l uses t o 

w h i c h w e a l t h was p u t i n o r d e r t o d e m o n s t r a t e s o c i a l s u p e r i o r i t y . 

He a r g u e d t h a t t h i s b e h a v i o u r was " f o u n d e d on p s y c h i c a l c a u s e s as 

a c t i v e i n o u r c i v i l i s e d s o c i e t y as among t h e b a r b a r o u s n a t i v e s o f 
1 63 

B r i t i s h C o l u m b i a . " 

I l l A m e r i c a n E c o n o m i c s , 1860-1900. 

I n t h e y e a r s i m m e d i a t e l y a f t e r t h e C i v i l War academic 

p o l i t i c a l economy r e m a i n e d w i t h i n t h e t r a d i t i o n s o f t h e e a r l i e r 

C l e r i c a l and N a t i o n a l i s t S c h o o l s . Wayland's E l e m e n t s was b r o u g h t 

o u t i n a r e v i s e d e d i t i o n , b y A.L. C h a p i n , and was i n use a t l e a s t 
164 

as l a t e as 1878. A.L. P e r r y ' s E l e m e n t s , Amasa W a l k e r ' s The 

162. H. B e c k e r and H.E. B a r n e s , o p . c i t . , pp.768, 789. 3. 
Dorfman a r g u e s t h a t Boas' method came n e a r t o t h a t f o l l o w e d by l a t e r 
i n s t i t u t i o n a l i s t s . See 3. D o r f m a n , "The B a c k g r o u n d o f I n s t i t u t i o n a l 
E conomics," o p . c i t . , p.19. 

163. F. Boas, "The S o c i a l O r g a n i s a t i o n and t h e S e c r e t S o c i e t i e s 
o f t h e K w a k i u t l I n d i a n s , " A n n u a l R e p o r t o f t h e Board o f R e g e n t s o f 
t h e S m i t h s o n i a n I n s t i t u t i o n ( 1 8 9 5 ) ; and " F i r s t G e n e r a l R e p o r t on t h e 
I n d i a n s o f B r i t i s h C o l u m b i a , " R e p o r t o f t h e F i f t y - n i n t h M e e t i n g o f 
t h e B r i t i s h A s s o c i a t i o n f o r t h e Advancement o f S c i e n c e ( 1 8 8 9 ) . 

164. J. D o r f m a n , T h o r s t e i n l / e b l e n and H i s A m e r i c a (New Y o r k , 
1 9 3 4 ) , pp.22-26. V e b l e n was t a u g h t f r o m t h i s e d i t i o n a t C a r l t o n . 
C h a p i n was t o r e m a r k t h a t " i t i s o b v i o u s , upon t h e s l i g h t e s t 
r e f l e c t i o n t h a t t h e C r e a t o r has s u b j e c t e d t h e a c c u m u l a t i o n o f t h e 
b l e s s i n g s o f t h i s l i ' f e t o some d e t e r m i n a t e l a w s . " A c c o r d i n g t o 
C h a p i n r i o t s and d i s t u r b a n c e s were caused by " i g n o r a n c e and 
p r e j u d i c e " w h i c h c o u l d be c o r r e c t e d by t e a c h i n g t h e p r i n c i p l e s o f 
p o l i t i c a l economy i n o r d e r t o d e m o n s t r a t e " t h e wisdom and b e n e f i c e n c e 
o f t h e D e i t y . " 
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S c i e n c e o f W e a l t h and F. Bowen's A m e r i c a n P o l i t i c a l Economy were 
165 

a l s o i n use a t t h i s t i m e . W i t h t h e e x c e p t i o n o f Bowen's 
p r o t e c t i o n i s m , a l l t h e w r i t e r s t o o k s t r i c t l y l a i s s e z - f a i r e 

166 
a t t i t u d e s , and e m p h a s i s e d t h e harmony o f i n t e r e s t s . R e l i g i o u s 
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a r g u m e n t s mere u s e d , p a r t i c u l a r l y by Bowen and P e r r y , and 

a t t a c k s on M a l t h u s and R i c a r d o were a common f e a t u r e . Bowen used 

a r g u m e n t s b o r r o w e d f r o m Rae and Carey and b o t h P e r r y and W a l k e r 
168 

t r e a t e d l a n d as c a p i t a l . W a l k e r ' s a r g u m e n t s were o f t e n weak 
169 

and d i s p l a y e d a " b u s i n e s s m a n ' s a t t i t u d e . " C a r e y ' s works were 
a l s o i n c o l l e g e use, and an a b r i d g e d e d i t i o n o f h i s P r i n c i p l e s o f 

1 70 
S o c i a l S c i e n c e was p o p u l a r a t l e a s t u n t i l 188B. Carey 

165. J. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 3: 
8 0 - 8 1 . 3.S. M i l l ' s P r i n c i p l e s a l t h o u g h p o p u l a r was n o t used i n 
c o l l e g e s . Bowen's book was l e s s p o p u l a r t h a n Wayland, P e r r y , o r 
W a l k e r . 

166. 3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 3: 
49-50, 57; and S. F i n e , op. c i t . , pp.47-79. Bowen even opposed t h e 
n a t i o n a l b a n k i n g s y s t e m , see F. Bowen, A m e r i c a n P o l i t i c a l Economy 
(New Y o r k , 1 8 7 0 ) , pp.367-393, and J.R. T u r n e r , op. c i t . , pp.143-158, 
170, 1 8 1 . W a l k e r was a l s o s l i g h t l y i n f l u e n c e d by B a s t i a t , b u t n o t t o 
t h e same e x t e n t as P e r r y , who t h o u g h t W a l k e r " t o o much i n bondage 
t o Adam S m i t h . " 

167. Bowen s t a t e d " I do n o t a c c e p t t h e s e gloomy v i e w s o f t h e 
c o u r s e o f n a t u r e and P r o v i d e n c e . I do n o t b e l i e v e t h a t any i n c r e a s e 
i n t h e number o f c i v i l i s e d C h r i s t i a n i n h a b i t a n t s o f t h e e a r t h i s an 
e v i l , o r t h a t i t e n t a i l s any, even upon coming g e n e r a t i o n s . " F. 
Bowen, o p . c i t . , pp.157-8; P e r r y a r g u e s t h a t t h e l a w s o f exchange a r e 
based on t h e w i l l o f God, t h a t t h e i n f l u e n c e o f C h r i s t i a n i t y l e a d s 
t o w a r d s f r e e t r a d e , and t h a t t h e m u t u a l dependency o f e m p l o y e r and 
employee i s o r d a i n e d by God. See A.L. P e r r y , E l e m e n t s o f P o l i t i c a l 
Economy. 7 t h ed. (New Y o r k , 1 8 7 2 ) , pp.93^100, 136, 392-393. W a l k e r 
was more r e s t r a i n e d b u t h i s work s t i l l shows g r e a t " m o r a l e n t h u s i a s m " 
and he w i s h e d t o w r i t e a p o l i t i c a l economy o f t h e B i b l e . See A. 
W a l k e r , The S c i e n c e o f W e a l t h ( B o s t o n , 1 8 6 6 ) ; and J.P. Munroe, A L i f e 
o f F r a n c i s Amasa W a l k e r (New Y o r k , 1 9 2 3 ) , pp.21-22. 

168. F. Bowen, op. c i t . , pp.125-168. Bowen a r g u e d t h a t t h e 
g r e a t p r e v e n t i t i v e check f o r p o p u l a t i o n g r o w t h was t h e f e a r o f l o s i n g 
s o c i a l r a n k . H i s a r g u m e n t s a g a i n s t R i c a r d o were based on an 
o b s e r v a t i o n o f t h e " f a c t s " n o t d i s s i m i l a r f r o m C a r e y ' s , b u t he a r g u e d 
t h a t because R i c a r d i a n r e n t t h e o r y d i d n o t f i t A m e r i c a n f a c t s i t was 
c o n s e q u e n t l y a l s o u n t r u e i n i t s a p p l i c a t i o n t o E u r o p e . See a l s o 
3.R. T u r n e r , op . c i t . , pp'. 143-158, 181-183. 

169. J.R. T u r n e r , o p . c i t . , pp.165-174. 
170. A.W. Green, o p . c i t . , pp.178-180. 
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c o n t i n u e d w r i t i n g u n t i l 1872 and h i s i d e a s f o u n d f o l l o w e r s i n 
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t h e f o r m o f men such as E.P. S m i t h and R.E. Thompson. 

From t h i s i t can be seen t h a t D unbar's c a t e g o r i s a t i o n o f t h e 

economic a t t i t u d e s o f t h e 1860's and e a r l y 1870's as " s t a l l e d " i s 
1 72 

n o t w i t h o u t j u s t i f i c a t i o n . b u t t h i s s i t u a t i o n c o u l d n o t r e m a i n 

unchanged f o r l o n g . On t h e one hand a g r o u p o f w r i t e r s emerged 

who, w h i l e s t i l l , on t h e w h o l e , i n t h e e x t r e m e l y c o n s e r v a t i v e 

o r t h o d o x t r a d i t i o n o f t h e c l e r i c a l s c h o o l , were l a r g e l y f r e e f r o m 

r e l i g i o u s i n f l u e n c e s and p r o v i d e d a much h i g h e r c a l i b e r o f economic 

r e a s o n i n g . On t h e o t h e r hand o p p o s i t i o n t o t h i s o r t h o d o x y began 

t o emerge f r o m a number o f s o u r c e s . 

The O r t h o d o x T r a d i t i o n . 

The b e s t known o f t h e o r t h o d o x w r i t e r s i n t h i s p e r i o d a r e 
173 

C.F. Dunbar, S. Newcomb, F.A. W a l k e r , and J.L. L a u g h l i n . A l l 

o f t h e s e men were much c l o s e r t o t h e m a i n s t r e a m o f c l a s s i c a l 

e c o n o m i c s t h a n t h e i r p r e d e c e s s o r s , b u t n o t w i t h s t a n d i n g t h i s t h e i r 

work was g e n e r a l l y d i r e c t e d t o w a r d s t h e i m m e d i a t e p r a c t i c a l 

e conomic p r o b l e m s f a c i n g t h e U n i t e d S t a t e s , and, w i t h t h e p o s s i b l e 

e x c e p t i o n o f F.A. W a l k e r , t h e y were e x t r e m e l y d o g m a t i c and 

r e g a r d e d e c o n o m i c s "as a body o f c o n c r e t e p r o p o s i t i o n s f r o m w h i c h 
1 7 1 . M. Hudson, o p . c i t . , pp.212-254. See a l s o J.H.S. B o s s a r d , 

" R o b e r t E l l i s T h ompson--Pioneer P r o f e s s o r i n S o c i a l S c i e n c e , " 
A m e r i c a n J o u r n a l o f S o c i o l o g y 35 ( 1 9 2 9 ) : 239-249. 

172. C.F. Dunbar, "The Academic S t u d y o f P o l i t i c a l Economy," 
op . c i t . , p.402. 

173. 0. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 3: 
82-87, 102-109, 258-275; A. Bornemann, J. L a u r e n c e L a u g h l i n 
( W a s h i n g t o n , 1 9 4 0 ) ; A.T. Had l e y , " F r a n c i s A. W a l k e r ' s C o n t r i b u t i o n 
t o Economic T h e o r y , " P o l i t i c a l S c i e n c e - q u a r t e r l y 12 ( 1 8 9 7 ) : 295-308; 
S. F i n e , o p . c i t . , pp.47-49; F.A. W a l k e r , "Recent P r o g r e s s o f 
P o l i t i c a l Economy i n t h e U n i t e d S t a t e s , " A m e r i c a n Economic A s s o c i a t i o n 
P u b l i c a t i o n s , , ,1st se.r.. .4. ,( 1889),:, 24.3-268; J.L. L a u g h l i n , "F.A. 
W a l k e r , " J o u r n a l .of. P o l i t i c a l Economy 5 ( 1 8 9 7 ) : 229-236, and "C.F. 
Dunbar," J o u r n a l o f P o l i t i c a l Economy 8 ( 1 9 0 0 ) : 234-238; and J.H. 
H o l l a n d e r , "Economic I n v e s t i g a t i o n i n t h e U n i t e d S t a t e s , " Y a l e 
Review 12 ( 1 9 0 3 ) : 2 5 - 3 1 . 



49. 
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d e f i n i t e e x p l i c i t p o l i c y c o n c l u s i o n s c o u l d be d r a w n . " 
Dunbar g a i n e d t h e p r o f e s s o r s h i p o f e c o n o m i c s a t H a r v a r d , 

r e p l a c i n g Bowen whose v i e w s on t r a d e and t h e n a t i o n a l d e b t had 
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e a r n e d him c o n s i d e r a b l e d i s f a v o u r . Dunbar, a t a l l t i m e s a 

c a u t i o u s w r i t e r , c o n f i n e d h i s i n t e r e s t p r i n c i p a l l y t o t h e f i e l d s 

o f money and b a n k i n g , and n e v e r w r o t e a g e n e r a l t r e a t i s e . A l t h o u g h 

Dunbar's work had r e l a t i v e l y l i t t l e d i r e c t i n f l u e n c e , h i s e m p h a s i s 

on t h e r o l e o f c r e d i t p r o v i d e d i n s p i r a t i o n f o r L a u g h l i n ' s 

i m p o r t a n t s t u d i e s on money and b a n k i n g . Dunbar a l s o l a u n c h e d t h e 

Q u a r t e r l y J o u r n a l o f Economics i n 1886, t h e f i r s t j o u r n a l o f i t s 
i . , 176 k i n d . 

S. Newcomb, an e a r l y c hampion o f W.S. J e v o n ' s , was p r i n c i p a l l y 

a m a t h e m a t i c i a n and a s t r o n o m e r , b u t p r o d u c e d h i s i m p o r t a n t 
177 

P r i n c i p l e s o f P o l i t i c a l Economy i n 1885. One o f h i s m a j o r 

174. T a u s s i g was t o re m a r k o f t h e p e r i o d when L a u g h l i n , Dunbar 
and h i m s e l f were a l l t e a c h i n g a t H a r v a r d ( 1 8 8 6 - 1 8 9 0 ) " J u s t as 
Dunbar gave most a t t e n t i o n t o money and p u b l i c f i n a n c e , so L a u g h l i n 
gave most a t t e n t i o n t o t h e t h e n e m e r g i n g s i l v e r c o n t r o v e r s y , w h i l e 
T a u s s i g p l u n g e d i n t o t h e e v e r p e r s i s t i n g t a r i f f w r a n g l e . " F.W. 
T a u s s i g , " E c o n o m i c s : 1871-1928" i n S.E. F l o r i s o n , e d., The D e v e l o p m e n t 
o f H a r v a r d U n i v e r s i t y S i n c e t h e I n a u g u r a t i o n o f P r e s i d e n t E l i o t , 
1869-1929 ( C a m b r i d g e , Mass., 1 9 3 0 ) , p.190. See a l s o A.W. C o a t s , 
"The A m e r i c a n P o l i t i c a l Economy C l u b , " A m e r i c a n Economic Review 51 
( 1 9 6 1 ) : 633. 

175. J. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n 
3: 63-65. Bowen was a s t r o n g p r o t e c t i o n i s t and h e l d t h a t t h e 
n a t i o n a l d e b t s h o u l d be p a i d i n g o l d . 

176. See A. Bornemann, o p . c i t . , pp.14-16, 59; J.L. L a u g h l i n , 
" C . F .. Dunbar," op . c i t . , pp.234-238; and C.F. Dunbar, " D e p o s i t s as 
C u r r e n c e y , " Q u a r t e r l y J o u r n a l o f Economics 1 ( 1 8 8 7 ) : 401-419. 

177. S. IMewcomb, P r i n c i p l e s o f P o l i t i c a l Economy (New Y o r k , 
1 8 8 5 ) ; o f t h i s book Schumpeter has s a i d " p r o b a b l y t h e b e s t book o f 
t h e p r i n c i p l e s t y p e w r i t t e n b etween M i l l and M a r s h a l l " and J.M. Keynes 
has c a l l e d i t "one o f t h o s e o r i g i n a l w o rks w h i c h a " f r e s h , m i n d . . . 
i s a b l e t o p r o d u c e f r o m t i m e t o t i m e ; and i t s t i l l t o d a y d e s e r v e s 
p e r u s a l . " See J. Schu.m.peter, " P r o f e s s o r T a u s s i g on Wages and 
C a p i t a l , " i n . E x p l o r a t i o n s i n Economics: Notes and Essays i n Honor 
o f F.W. T a u s s i g (New Y o r k , 1 9 3 6 ) , p.148; and J.M. Keynes, T r e a t T s e 
on Money (New Y o r k , 1930) 1: 233. 
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c o n c e r n s was w i t h v a r i a t i o n i n t h e p u r c h a s i n g power o f money, 

w h i c h l e d him t o d e v e l o p h i s " e q u a t i o n o f e x c h a n g e , " a f o r m u l a t i o n 

o f t h e q u a n t i t y t h e o r y t h a t was t o f o r m t h e b a s i s o f I r v i n g 
178 

F i s h e r ' s l a t e r w o rk. N e v e r t h e l e s s , he was "an o u t and o u t 
l a i s s e z - f a i r e d o c t r i n a i r e , " and b i t t e r l y opposed t h e p o p u l i s t 

1 79 
and f r e e s i l v e r c a m p a i g n s . C.S. P e i r c e was t o d e s c r i b e h i s 
work as s e r v i n g t o " h i d e f r o m a u t h o r and r e a d e r a l i k e t h e u g l y 

1 80 

n a k e d n e s s o f t h e g r e e d - g o d . " 

J.L. L a u g h l i n c o n t r i b u t e d i m p o r t a n t works t o t h e d e b a t e on 

money, c r i t i c i s i n g t h e q u a n t i t y t h e o r y o f money. I n t h i s c r i t i c i s m 

L a u g h l i n e m p h a s i s e d t h e r o l e o f c r e d i t , a r g u e d t h a t p r i c e s 

v a r i e d i n d e p e n d e n t l y o f t h e amount o f g o l d i n c i r c u l a t i o n , and 

h e l d t h e v i e w t h a t t h e q u a n t i t y t h e o r y d i d l i t t l e more t h a n show 
181 

" t h a t t h e f o r c e r e g u l a t i n g p r i c e i s p r i c e . " I t was L a u g h l i n ' s 

c r i t i c i s m s t h a t p r o v o k e d t h e d e b a t e c u l m i n a t i n g i n F i s h e r ' s 

r e f o r m u l a t i o n o f t h e q u a n t i t y t h e o r y and i t has a l s o been s u g g e s t e d 

t h a t Wesley M i t c h e l l ' s work on t h e Greenbacks was an a t t e m p t t o 
182 

i n v e s t i g a t e L a u g h l i n ' s p o s i t i o n . 
178. See T.W. H u t c h i s o n , A Review o f Economic D o c t r i n e s 1 870-

19 29, ( O x f o r d , 1 9 5 3 ) , p p . 2 6 9 - 2 7 1 ; and S. Newcomb, op. c i t . 
179. S. F i n e , o p . c i t . , pp.53-56 ; S. Newcomb, "The L e t A l o n e 

P r i n c i p l e , " N o r t h A m e r i c a n Review 110 ( 1 8 7 0 ) : 1-33; A P l a i n Man's 
T a l k on t h e L a b o r Q u e s t i o n (New Y o r k , 1 8 8 6 ) . 

180. C.S. P e i r c e , q u o t e d by C.W. M i l l s , S o c i o l o g y and 
P r a g m a t i s m (New Y o r k , 1 9 6 6 ) , p.197. Newcomb d i d i n d e e d r e m a r k t h a t 
" I t i s a g r e a t m i s t a k e t o suppose t h a t t h e enormous i n e q u a l i t i e s 
w h i c h we see i n w e a l t h i m p l y a n y t h i n g wrong i n t h e s y s t e m w h i c h 
p e r m i t s them," S. Newcomb, P r i n c i p l e s o f P o l i t i c a l Economy, p.516. 

1 8 1 . A. Bornemann, op. c i t . , pp.68-85; and 3.L. L a u g h l i n , 
The E l e m e n t s o f P o l i t i c a l Economy (New Y o r k , 1 8 8 7 ) ; and t h e 
P r i n c i p l e s o f Money (New York,. 1903) . 

182. A. Bornemann, op . c i t . , pp.79-83. L a u g h l i n c o n s i d e r e d 
t h a t F i s h e r ' s r e f o r m u l a t i o n s e t o u t t h e p r o b l e m i n a b e t t e r f o r m , 
b u t d i d n o t c o n s t i t u t e a s o l u t i o n . A l s o see b e l o w C h a p t e r 6. 
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L a u g h l i n was a l s o a d o g m a t i c and c o n s e r v a t i v e man who 

campaigned a c t i v e l y i n 1896 a g a i n s t t h e f r e e s i l v e r and p o p u l i s t 

p r o g r a m s and t e n d e d t o s l i p i n t o a d v o c a c y and p r o p a g a n d a i n h i s 
183 

c l a s s e s . T h i s s i d e o f L a u g h l i n ' s c h a r a c t e r can p e r h a p s be 
b e s t d i s p l a y e d by h i s e d i t i o n o f J.S. M i l l ' s P r i n c i p l e s w h i c h 

184 
he b r o u g h t o u t i n 1884. L a u g h l i n c u t o u t a l l o f M i l l ' s 
q u a l i f i c a t i o n s and q u e s t i o n i n g o f c o m p e t i t i o n and t h e r i g h t s o f 

185 

p r o p e r t y . On t h e o t h e r hand, he f o u n d e d t h e P o l i t i c a l Economy 

Club t h r o u g h w h i c h he g e n u i n e l y a t t e m p t e d t o advance t h e s t a n d a r d 

o f economic d i s c u s s i o n , e n c o u r a g e d and made use o f h i s t o r i c a l and 

s t a t i s t i c a l m e t h o d s , l a u n c h e d t h e J o u r n a l o f P o l i t i c a l Economy, 

and, as p r o f e s s o r a t C h i c a g o , b u i l t up a d e p a r t m e n t , w h i c h 

i n c l u d e d such u n o r t h o d o x f i g u r e s as l / e b l e n , H o x i e , M i t c h e l l , and 
186 

W a l t o n H a m i l t o n . H a m i l t o n m a i n t a i n e d t h a t L a u g h l i n was i n 
187 

t h e b e s t t r a d i t i o n s o f t h e C l a s s i c a l S c h o o l . 

183. I b i d . , pp.18-19, 39-45; and S. F i n e , op . ' c i t . , pp.56-57, 
7 0 - 7 1 ; and 0. Dorfm a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n 
3: 226-227. R e f e r r i n g t o t h e f r e e s i l v e r c ampaign L a u g h l i n r e m a r k e d 
" B e h i n d s i l v e r l i e s a whole t h i s t l e c r o p o f i d e a s , w i t h w h i c h we 
must e v e n t u a l l y d e a l . We s h a l l have t o f a c e v a r i o u s schemes o f 
r e d i s t r i b u t i o n o f p r o p e r t y , even a f t e r t h e s i l v e r q u e s t i o n i s gone." 

184. C.A. B e a r d , "The I d e a o f L e t Us A l o n e " l / i r q i n i a Q u a r t e r l y 
Review 15 ( 1 9 3 9 ) : 500-514; and S. F i n e , o p . c i t . , p.57. 

185. C.A. B e a r d , o p . c i t . , p.514. Bornemann p u t s a k i n d 
i n t e r p r e t a t i o n on L a u g h l i n ' s a c t i o n s , a r g u i n g t h a t he w i s h e d t o 
s e p a r a t e t h e l o g i c a l p r i n c i p l e s f r o m M i l l ' s p e r s o n a l r e f l e c t i o n s . A 
Bornemann, op . c i t . , p.12. 

186. A.W. C o a t s , "The A m e r i c a n P o l i t i c a l Economy C l u b , " op. c i t 
pp.624-633, and A. Bornemann, o p . c i t . , pp.3-9, 28, 7 0 - 7 1 , 90-93. 
See a l s o O.L. L a u g h l i n , The H i s t o r y o f B i m e t a l i s n r i n t h e U n i t e d 
S t a t e s , 2nd ed. (New York"; 1 8 9 6 ) ; and " G o l d and P r i c e s , " Q u a r t e r l y 
J o u r n a l o f Economics 1 ( 1 8 8 7 ) : 319-355, 385-399 f o r e x a m p l e s o f h i s 
use o f h i s t o r i c a l and s t a t i s t i c a l m e t h o d s . L a u g h l i n a l s o d e v e l o p e d 
t h e use o f s e m i n a r methods a t C h i c a g o , and soon a f t e r h i s a r r i v a l 
t h e r e , was o f f e r i n g some n i n e t e e n c o u r s e s i n p o l i t i c a l economy i n 
h i s d e p a r t m e n t . On t h e o t h e r hand he n e v e r r e a l l y t o o k t o t h e 
l e c t u r e method, p r e f e r r i n g t h e use o f r e c i t a t i o n . 

187.. W... .Hamilton.,, ."The D e v e l o p m e n t o f H o x i e ' s E c o n o m i c s , " 
J o u r n a l o f P o l i t i c a l Economy 24 ( 1 9 1 6 ) : 857. H a m i l t o n ' s comment 
i s s u p p o r t e d by J.D. Magee who c a l l e d L a u g h l i n t h e l a s t o f t h e r e a l 
c l a s s i c i s t s . See A. Bornemann, op . c i t . , p.6 
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F r a n c i s W a l k e r was a g a i n c l o s e t o t h e c l a s s i c a l t r a d i t i o n , 

s t a t i n g t h a t "The b e s t s t a t e m e n t known t o me o f t h e t r u e scope 
188 

o f economic i n q u i r y i s t h a t g i v e n by P r o f e s s o r C a i r n e s . " 
N e v e r t h e l e s s , W a l k e r d i s p l a y e d l e a n i n g s t o w a r d s h i s t o r i c a l and 

s t a t i s t i c a l m e t h o d s , s u p p o r t e d b i m e t a l i s m , and a t t a c k e d t h e wage 
189 

f u n d t h e o r y . H i s p r i n c i p l e work, P o l i t i c a l Economy, became 
1 90 

a p o p u l a r c o l l e g e t e x t , w h i l e h i s work on t h e U n i t e d S t a t e s 
191 

census o f 1880 e a r n e d him t h e p r a i s e o f A l f r e d M a r s h a l l . H i s 
l a c k o f d ogmatism on such as t h e l a b o u r q u e s t i o n a l s o e a r n e d him 

192 

t h e r e s p e c t o f s uch men as H.S. F o x w e l l and W a s h i n g t o n G l a d d e n . 

W a l k e r ' s t h e o r y o f d i s t r i b u t i o n e m p h a s i s e d t h e r o l e o f t h e 

e n t r e p r e n e u r w h i c h he c a r e f u l l y d i f f e r e n t i a t e d f r o m t h a t o f t h e 

c a p i t a l i s t . C a p i t a l i s t s r e c e i v e d i n t e r e s t , e n t r e p r e n e u r s p r o f i t , 

and t h e l a b o u r e r r e c e i v e d t h e r e s i d u a l a f t e r r e n t , p r o f i t , and 
1 93 

i n t e r e s t had been d e d u c t e d . He a l s o saw t h a t c o m p e t i t i o n 
s o metimes needed r e g u l a t i o n , b u t was a f r a i d t h a t p o l i t i c a l 

194 
i n t e r f e r e n c e w o u l d o n l y l e a d t o t r o u b l e . A l l t h e same he 

188. F.A. W a l k e r , P o l i t i c a l Economy, 3 r d ed. ( L o n d o n , 1 8 9 6 ) , 
p.12. For b i o g r a p h i c a l d e t a i l s see J.P. Munroe, op. c i t . ; and J.L. 
L a u g h l i n , "F.A. W a l k e r , " o p • c i t . 

189. See F.A. W a l k e r , B i m e t a l i s m : A T r a c t f o r t h e Times ( B o s t o n , 
1 8 9 4 ) ; The Wages Q u e s t i o n : A T r e a t i s e on Wages and t h e Wages C l a s s 
(New Y o r k , 1876) ; and P o l i t i c a l Economy, pp . 1 -32 ; S~! F i n e , op . c i t 7, 
pp.73-79; and A.T. H a d l e y , o p . c i t . , pp.295-308. 

190. 0. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
3: 107. 

1 9 1 . M a r s h a l l s t a t e d "They a r e i n d e e d a w o n d e r f u l w o r k ; and 
must f i l l a l l European s t a t i s t i c i a n s w i t h e n v y . " J.P. Munroe, o p . c i t . , 
p . 198 . 

192. I b i d . , p.158. T a u s s i g r a n k e d W a l k e r as " U n q u e s t i o n a b l y 
t h e most p r o m i n e n t and b e s t known o f A m e r i c a n W r i t e r s , " see S. F i n e , 
op . c i t . , p.74. 

193. F.A. W a l k e r , P o l i t i c a l Economy, p p . 1 8 7 - 2 9 1 ; and "The 
D o c t r i n e o f Rent and t h e R e s i d u a l C l a i m a n t T h e o r y o f Wages," Q u a r t e r l y 
J o u r n a l o f Economics 5 (18.91.).: 41 7-437. 

194. J.P. Munroe, op . c i t . , p.254; and S. F i n e , op . c i t • , p.77. 
W a l k e r became i n c r e a s i n g l y c o n s e r v a t i v e as he became o l d e r and t h e 
r e f o r m movements went beyond what he c o n s i d e r e d d e s i r a b l e . He 



53. 

r e s e n t e d t h e d o g m a t i c a t t i t u d e o f h i s p r e d e c e s s o r s and 

c o n t e m p o r a r i e s , s t a t i n g t h a t : 

W h i l e L a i s s e z - F a i r e was a s s e r t e d i n g r e a t b r e a d t h , 
i n E n g l a n d , t h e w r i t e r s f o r t h e r e v i e w s e x a g g e r a t i n g 
t h e u t t e r a n c e s o f t h e p r o f e s s o r s o f t h e u n i v e r s i t i e s , 
t h a t d o c t r i n e was c a r e f u l l y q u a l i f i e d by some 
e c o n o m i s t s and was by none h e l d w i t h such s t r i c t n e s s 
as was g i v e n t o i t i n t h e U n i t e d S t a t e s . Here i t 
was n o t made t h e t e s t o f economic o r t h o d o x y , m e r e l y . 
I t was used t o d e c i d e w h e t h e r a man was an e c o n o m i s t 
a t a l l . ^ g [ -

W a l k e r ' s c h a r a c t e r i s a t i o n o f t h e o r t h o d o x y o f h i s day r e c e i v e s 

s u p p o r t f r o m t h e c o m p o s i t i o n o f L a u g h l i n ' s P o l i t i c a l Economy 

C l u b , w h i c h i n c l u d e d A.L. P e r r y , A.L. C h a p i n , S. Newcomb, W.G. 
196 

Sumner, C.F. Dunbar, D.A. W e l l s , and W a l k e r . A l t h o u g h L a u g h l i n 
a t t e m p t e d t o keep t h e c l u b as c a t h o l i c as p o s s i b l e and sometimes 

197 
f o u n d Sumner's dogmatism a n n o y i n g , i t q u i c k l y g a i n e d t h e 
r e p u t a t i o n o f a f r e e t r a d e c l i q u e and a c e n t r e f o r t h e d e f e n s e 

198 

o f economic o r t h o d o x y . Dorfman's comment t h a t t h e " d o m i n a n t 

e c o n o m i c s p r e s e n t e d a p i c t u r e o f n a r r o w p r a c t i c a l i t y and what 

c r i t i c s c a l l e d a ' ' r e f i n e d s c h o l a s t i c i s m ' backed by a l l t h e f o r c e s 
199 

o f i n t e l l e c t u a l and r e l i g i o u s c o n s e r v a t i s m " a l s o has some 

j u s t i f i c a t i o n i n t h e c o m p o s i t i o n o f t h i s g r o u p . Sumner's p r e s e n c e 
a t t a c k e d Henry George, B e l l a m y , and a l l s o c i a l i s t i d e a s , and 
o b j e c t e d t o t h e f o r m a t i o n o f n a t i o n a l o r g a n i s a t i o n s o f l a b o u r . See 
3. Dorfman, op . c i t . , p.107; S. F i n e , op . c i t . , p p.78-79; F.A. W a l k e r , 
P o l i t i c a l Economy, pp.517-524. 

195. F.A. W a l k e r , "Recent P r o g r e s s o f P o l i t i c a l Economy i n t h e 
U n i t e d S t a t e s , " o p . c i t . , pp.243-268. 

196. A.W. C o a t s , "The A m e r i c a n P o l i t i c a l Economy C l u b , " o p . c i t . 
pp . 632-633. 

197. L a u g h l i n and Newcomb f o u n d t h a t Sumner woul d n o t d i s c u s s 
t h e e f f e c t o f m a c h i n e r y on wages because he t h o u g h t " t h a t t h e r e was 
n o t h i n g t o say a b o u t i t e x c e p t t h a t i f any c l a s s o f men were n o t a b l e 
t o a d a p t t h e m s e l v e s t o t h e advance o f t h e age t h e y w o u l d g e t l e f t . " 
A.W. C o a t s , "The A m e r i c a n P o l i t i c a l Economy C l u b , " o p . c i t . , pp.628-
629; S. F i n e , o p . c i t . , p.49. 

198. A.W. C o a t s , "The A m e r i c a n P o l i t i c a l Economy C l u b , " op. c i t . 
pp . 624-627. 

199. 3. D o r f m a n , "The B a c k g r o u n d o f I n s t i t u t i o n a l E c o n o m i c s , " 



54. 

c o u l d a l s o o n l y h e l p t o l i n k c l a s s i c a l l i b e r a l i s m w i t h S p e n c e r i a n 

s u r v i v a l o f t h e f i t t e s t i n t h e minds and p o l e m i c s o f r e f o r m e r s . 

The P o p u l a r R a d i c a l s . 

Economic o r t h o d o x y came und e r a t t a c k f r o m p o p u l a r w r i t e r s 

such as Henry George, Edward B e l l a m y , and H.D. L l o y d . Of t h e s e 

men George was c l o s e s t t o economic o r t h o d o x y and he campaigned 
20 1 

a g a i n s t monopoly and s p e c u l a t i o n and was f o r f r e e t r a d e . 

George f o u n d t h e cause o f d e p r e s s i o n s i n t h e b e h a v i o u r o f l a n d 

s p e c u l a t o r s who h e l d l a n d i d l e i n e x p e c t a t i o n o f f u t u r e r e n t 

i n c r e a s e s . T h i s f o r c e d c u l t i v a t i o n o n t o p o o r e r l a n d and r e d u c e d 

t h e r e t u r n s t o l a b o u r and c a p i t a l . P r o d u c t i o n i n a g r i c u l t u r e 

w o u l d s l a c k e n and t h i s d o w n t u r n w o u l d be t r a n s m i t t e d t o o t h e r 

p a r t s o f t h e economy. The o n l y l o n g t e r m c u r e , a c c o r d i n g t o George, 
202 

was f o r t h e s t a t e t o a p p r o p r i a t e r e n t t h r o u g h t a x a t i o n . 
George a t t a c k e d Sumner, and, a f t e r 1892, S p e n c e r , d e s p i t e 

op . c i t . , p.13. 
200. The f a c t t h a t t h e r e a p p e a r s t o be an easy c o m p a t i b i l i t y 

b e tween Spencer and Sumner and t h e i d e a s o f a L a u g h l i n o r a W e l l s 
s h o u l d n o t l e a d us t o b e l i e v e t h a t D a r w i n i a n r h e t o r i c was used by 
e v e r y b o d y whose i n t e r e s t s w o u l d t h e r e b y be s e r v e d . B usinessmen 
and t h e j u d i c i a r y t e n d e d t o use c o n s t i t u t i o n a l , r e l i g i o u s , o r 
c l a s s i c l a i s s e z - f a i r e l i b e r a l a r g u m e n t s i n t h e i r d e f e n c e , C a r n e g i e 
b e i n g t h e one m a j o r e x c e p t i o n . I n f a c t B a n n i s t e r c l a i m s t h a t t h e 
s p e c t e r o f . a " c o n s e r v a t i v e D a r w i n i s m " was a l m o s t e n t i r e l y t h e 
c r e a t i o n o f r e f o r m w r i t e r s such as B e l l a m y , Ward, H. George, and 
H.D. L l o y d . See R.C. B a n n i s t e r , "The S u r v i v a l o f t h e F i t t e s t i s 
Our D o c t r i n e : H i s t o r y o r H i s t r i o n i c s , " op . c i t . , pp.385-398. 

2 0 1 . For summaries o f George's work see E. T e i l h a c , o p . c i t . , 
pp.152-174; J. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
3: 142-149; S. F i n e , o p . c i t . , pp.289-295; G.R. G e i g e r , The 
P h i l o s o p h y o f Henry George (New Y o r k , 1 9 3 3 ) ; 0. Dewey, An A p p r e c i a t i o n 
o f Henry George (New Y o r k , 1 9 2 9 ) ; and D.C. Pedder, Henry George and 
H i s G o s p e l ( L o n d o n , 1908).. 

202. H. George, P r o g r e s s and P o v e r t y , 4 t h ed. (New Y o r k , 1 8 8 3 ) . 
A l t h o u g h George a c c e p t e d R i c a r d i a n r e n t t h e o r y he was l e s s happy 
a b o u t M a l t h u s and used a t h e o r y o f value, . r e m i n i s c e n t o f H. C a r e y . 
See E. T e i l h a c , o p . c i t . ; J". D o r f m a n , The .Economic Mind i n A m e r i c a n 
C i v i l i z a t i o n , 3: 144; and H. George, The S c i e n c e o f P o l i t i c a l 
Economy (New Y o r k , 1898).. 
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t h e f a c t t h a t George owed n o t a l i t t l e t o S p e n c e r ' s S o c i a l 
203 

S t a t i c s . George a c c u s e d S p encer o f " m a t e r i a l i s m " and 

" f a t a l i s m " and o f b e t r a y i n g t h e cause o f t h e s i n g l e t a x . Sumner 

he c h a r a c t e r i s e d as b e l i e v i n g i n a " f i e r c e s t r u g g l e f o r e x i s t e n c e " 

and t h a t a l l a t t e m p t s a t r e f o r m were u s e l e s s . 

I n h i s own work George e m p h a s i s e d t h e m o r a l d i m e n s i o n , 

a r g u i n g t h a t t h e " g o l d e n r u l e o f m o r a l s " and t h e " g o l d e n r u l e 
205 

o f t h e s c i e n c e o f w e a l t h " must be one and t h e same. The 

d i f f e r e n c e s b etween George and t h e e a r l i e r r e l i g i o u s l y i n c l i n e d 

e c o n o m i s t s l i e s i n t h e s o c i a l a s p e c t o f h i s r e l i g i o u s c o n c e r n . 

He a t t a c k e d t h o s e c h u r c h e s t h a t f a i l e d t o i n t e r e s t t h e m s e l v e s w i t h 

i s s u e s o f s o c i a l j u s t i c e , and i n many r e s p e c t s came c l o s e t o t h e 
206 

p o s i t i o n o f t h e S o c i a l G o s p e l movement. 
George's work p r o v e d i m m e n s e l y p o p u l a r and, a t l e a s t o u t s i d e 

207 
t h e academic w o r l d , had c o n s i d e r a b l e i n f l u e n c e . The S i n g l e Tax 
movement s p r e a d t o E n g l a n d r e s u l t i n g i n c l o s e c o m m u n i c a t i o n 

208 
between E n g l i s h and A m e r i c a n r e f o r m e r s . 

203. The r e a s o n f o r George's a t t a c k s on S p e n c e r ' s l a t e r work 
i s t o be f o u n d i n S p e n c e r ' s abandonment o f h i s e a r l y p o s i t i o n on t h e 
o w n e r s h i p o f l a n d . I n S o c i a l S t a t i c s Spencer had a r g u e d a g a i n s t 
p r i v a t e o w n e r s h i p i n l a n d . See H. George, S o c i a l P r o b l e m s ( C h i c a g o , 
1 8 8 4 ) ; and A P e r p l e x e d P h i l o s o p h e r ( L o n d o n , 1 9 3 7 ) . 

204. R.C. B a n n i s t e r , "The S u r v i v a l o f t h e F i t t e s t : H i s t o r y o r 
H i s t r i o n i c s , " op . c i t . , p p.383-389. 

205. H. George, P r o g r e s s and P o v e r t y , pp.473-474; and S. F i n e , 
o p . c i t . , p.2 9 1 . 

206. H.George, S o c i a l P r o b l e m s , p p . 2 0 - 2 1 ; and G.R. G e i g e r , 
op . c i t . , pp.281-286. 

207. By 1905 some two m i l l i o n c o p i e s had been p r i n t e d a c c o r d i n g 
t o an e s t i m a t e by h i s son. See S. F i n e , op. c i t . , p.290. Even 
O.L. L a u g h l i n who d i s a g r e e d w i t h George on a l m o s t e v e r y i s s u e had t o 
a d m i t he had p l a y e d a g r e a t p a r t i n a r o u s i n g i n t e r e s t i n e c o n o m i c 
p r o b l e m s . See H.L.. L a u g h l i n , "The S t u d y o f P o l i t i c a l Economy i n t h e 
U n i t e d S t a t e s , " o p . c i t . , p.13. 

208. See A. Mann, " B r i t i s h S o c i a l T h o u g h t and A m e r i c a n 
R e f o r m e r s o f t h e P r o g r e s s i v e P e r i o d , " M i s s i s s i p p i l / a l l e y H i s t o r i c a l 
Review 42 ( 1955/56.).:. 672-692; 0. D o r f m a n , The Economic Mind i n 
A m e r i c a n C i v i l i z a t i o n , 3: 147-149. 
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A n e i t h e r movement t h a t o f t h e N a t i o n a l S o c i a l i s t s was 

s t a r t e d as a r e s u l t o f Edward B e l l a m y ' s U t o p i a n n o v e l L o o k i n g 

B a c k w a r d . 209 I n t h i s book B e l l a m y l o o k e d t o t h e e v o l u t i o n o f an 

e f f i c i e n t and j u s t s o c i a l i s t s t a t e . He c h a r a c t e r i s e d t h e 

c o n t e m p o r a r y economic s y s t e m as " . p r e d a t o r y " and c o n s i d e r e d i t 
21 0 

n o t s i m p l y w a s t e f u l b u t "a s y s t e m f o r p r e v e n t i n g p r o d u c t i o n . " 

He a r g u e d t h a t d e p r e s s i o n s were n o t i n e v i t a b l e b u t due t o 

" i n d u s t r i a l w a r f a r e " and c o u l d be c u r e d t h r o u g h t h e n a t i o n a l i s a t i o n 
211 

o f i n d u s t r y and economic p l a n n i n g . To B e l l a m y t h e p r i n c i p l e 

o f c o m p e t i t i o n was s i m p l y t h e a p p l i c a t i o n o f t h e s u r v i v a l o f t h e 

s t r o n g e s t , an a t t i t u d e F.A. W a l k e r s h a r p l y c r i t i c i s e d as i g n o r i n g 

t h e r o l e o f c o m p e t i t i o n i n t h e d e v e l o p m e n t o f man's " i n t e l l e c t u a l , 
212 

m o r a l and p h y s i c a l power." B e l l a m y a l s o a r g u e d t h a t c o m p e t i t i o n 
r e s u l t e d i n a g r e a t e r l o s s o f f r e e d o m t h r o u g h wars and p o v e r t y 

213 

t h a n was e n t a i l e d i n economic p l a n n i n g . 

As F i n e p o i n t s o u t " N a t i o n a l i s m was b u t t h e r e a l i s a t i o n o f 

t h e s o c i a l t e a c h i n g s o f t h e G o s p e l " and some t w e n t y - o n e m i n i s t e r s 

were a f f i l i a t e d w i t h t h e N a t i o n a l i s t movement. I n d e e d t h e S o c i e t y 

o f C h r i s t i a n S o c i a l i s t s d e v e l o p e d d i r e c t l y o u t o f t h e N a t i o n a l i s t 

movement i n 1889 t o j o i n t h e many o t h e r o r g a n i s a t i o n s p r e a c h i n g 

209. Edward B e l l a m y , L o o k i n g Backward (New Y o r k , 1 9 5 1 ) . 
L o o k i n g Backward s o l d a p p r o a c h i n g a m i l l i o n c o p i e s by t h e e a r l y 
1890's. However, N a t i o n a l i s m d i d n o t s u r v i v e as an i n d e p e n d e n t 
movement p a s t 1895 a l t h o u g h some o f B e l l a m y ' s i d e a s were r e s u s c i t a t e d 
d u r i n g t h e New D e a l e r a . See 3.H. F r a n k l i n , "Edward B e l l a m y and 
N a t i o n a l i s m , " New E n g l a n d Q u a r t e r l y 11 ( 1 9 3 8 ) : 739-772. 

210. E. B e l l a m y , o p . c i t . , p p . 2 2 5 - 2 4 1 . 
2 1 1 . I b i d . , pp.64-65, 217-235. He was, however, apposed t o 

anybody t h a t e spoused a c t i o n i n v o l v i n g c o n f r o n t a t i o n . He b e l i e v e d 
t h a t h i s u t o p i a c o u l d be a c h i e v e d p e a c e f u l l y w i t h i n f i f t y y e a r s . 

212. R. H o f s t a d t e r , S o c i a l D a r w i n i s m i n A m e r i c a n T h o u g h t , p.148 
R.C. B a n n i s t e r , "The S u r v i v a l o f t h e F i t t e s t i s Our D o c t r i n e : H i s t o r y 
o r H i s t r i o n i c s , " op . c i t . , p p.385-398; and E. B e l l a m y , op.c i t . , 
pp.213-227. 

213. E. B e l l a m y , o p . c i t . , pp.59-62. 
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214 t h e S o c i a l G o s p e l . 

These g r o u p s c o n t e n d e d t h a t t h e t e a c h i n g s o f C h r i s t i a n i t y 

were d i r e c t l y opposed t o t h e " s e l f i s h n e s s " and " i n h u m a n i t y " t h e y 
21 5 

saw i n s o c i e t y and o r t h o d o x economic and S p e n c e r i a n t h e o r i e s . 

The S o c i a l G o s p e l e r s i n c l u d e d W a s h i n g t o n G l a d d e n , Lyman A b b o t t , 

G.D. H e r r o n and W.D.P. B l i s s , and l a y a d v o c a t e s such as R.T. E l y 
216 

and 3.R. Commons. Taken as a whole t h e S o c i a l G o s p e l movement 

was c a u t i o u s i n i t s a p p r o a c h t o s t a t e i n t e r v e n t i o n , c o n c e n t r a t i n g 

on r a i s i n g t h e e t h i c a l l e v e l o f c o m p e t i t i o n and p r o m o t i n g 
21 7 

c o - o p e r a t i v e s o r p r o f i t - s h a r i n g schemes. M e v e r t h e l e s s , H e r r o n 

d e s i r e d t h e o v e r t h r o w o f t h e wage system and B l i s s was t o a t t e m p t 

t o f o u n d an A m e r i c a n F a b i a n League, p u b l i s h e d t h e A m e r i c a n F a b i a n , 
218 

and e d i t e d The E n c y c l o p e d i a o f S o c i a l Reform. 
O t h e r r e f o r m e r s t o o , such as H.D. L l o y d , whose work was i n 

219 

t h e f o r e f r o n t o f t h e P o p u l i s t a n t i - m o n o p o l y c r u s a d e , t o o k 

i n s p i r a t i o n f r o m E n g l i s h w r i t e r s . L l o y d a d m i r e d R u s k i n and W i l l i a m 
op . c i t 

C. H. 
op . c i t 

214. S. F i n e , 
pp.14-18, 84-103; and 

215. S. F i n e , _ 
C h r i s t i a n i t y ( B o s t o n , 
P r o b l e m s ( B o s t o n , 1 8 9 6 ) . 

216. J. D o m b r o s k i , 
A S t u d y o f John B a t e s C l a r k , 

, P-299; 
H o p k i n s , 
, P-173; 

1 8 8 7 ) ; and L. 

c i t and J. D o m b r o w s k i , 
o p . c i t . 
and W. G l a d d e n , A p p l i e d 
A b b o t t , C h r i s t i a n i t y and S o c i a l 

op c i t _ J.R. E v e r e t t , R e l i g i o n i n Economics 
R i c h a r d T. E l y , and Simon N. P a t t e n 

"(New Y o r k , 1946) ; and R. T H a n d y , ed. , The S o c i a l G o s p e l i n A m e r i c a 
1870-1920 (New Y o r k , 1 9 6 6 ) . 

217. S. F i n e , o p . c i t . , p.179. 
218. B l i s s was a member o f t h e r e f o r m i s t K n i g h t s o f L a b o r , 

and h i s E n c y c l o p e d i a was v i r t u a l l y a Who's Who o f r e f o r m i s t t h i n k e r s , 
H e r r o n was a member o f t h e b a s i c a l l y M a r x i s t S o c i a l i s t L a b o r P a r t y , 
and was d i s m i s s e d f r o m t h e C o n g r e g a t i o n a l i s t Church a f t e r b e i n g 
d i v o r c e d f r o m h i s w i f e . 

219. See H.D. L l o y d , W e a l t h A g a i n s t Commonwealth (New Y o r k , 
1 8 9 4 ) ; CM. D e s t l e r , op. c i t • , pp.1 1-12, 1 3 5 - 1 6 1 , 21 2-221.; and 
S. F i n e , o p . c i t . , pp.335-346; and a l s o C. L l o y d , Henry Demherst 
L l o y d , 1847-1903 (New Y o r k , 1-912). 
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220 M o r r i s , and urns d e e p l y c r i t i c a l o f b o t h S p e n c e r i a n i d e a s and 

c l a s s i c a l e c o n o m i c s , w h i c h he a r g u e d b r o k e down i n t h e f a c e o f 
221 

monopoly and c o m b i n a t i o n . L l o y d a l s o used m o r a l a r g u m e n t s , 

c o n t e n d i n g t h a t i n d u s t r i a l p r o b l e m s must be c o n s i d e r e d f r o m a 

m o r a l p o i n t o f v i e w , and a c t i o n s h o u l d be based on a c o n s i d e r a t i o n 

o f e t h i c a l and r e l i g i o u s p r i n c i p l e s , so t h a t a b e t t e r k i n d o f 
222 

f i t t e s t s h o u l d s u r v i v e . 

Among l a b o u r o r g a n i s a t i o n s U t o p i a n and r e f o r m i s t a t t i t u d e s 

were e x p r e s s e d by t h e K n i g h t s o f L a b o r w h i l e more r a d i c a l s o c i a l i s t 

and s y n d i c a l i s t i d e a s were p r o p o u n d e d by t h e S o c i a l i s t L a b o r P a r t y , 

f o u n d e d i n 1877, and t h e I n d u s t r i a l W o r k e r s o f t h e World, f o u n d e d 

i n 1905. M a r x i a n i d e a s were s p r e a d t h r o u g h t h e e s t a b l i s h m e n t 

o f t h e F i r s t I n t e r n a t i o n a l i n New York i n 1872, and f o u n d f e r t i l e 

g r o u n d among German i m m i g r a n t s . Works by Marx and F n g e l s were 

a l s o r e a d and a p p r e c i a t e d by n o n - M a r x i a n r e f o r m e r s , p a r t i c u l a r l y 
223 

F. Engels' The C o n d i t i o n o f t h e W o r k i n g C l a s s i n E n g l a n d i n 1844. 

I n o p p o s i t i o n t o t h e s e o r g a n i s a t i o n s s t o o d t h e A m e r i c a n 

F e d e r a t i o n o f L a b o r w h i c h was based on c r a f t u n i o n i s m and t o o k a 
22D. A. Mann, op. c i t . , p p . 6 7 7 - 6 8 1 ; and H.D. L l o y d , L o r d s o f 

I n d u s t r y (New Y o r k , 1 9 1 0 ) , p.62, where he q u o t e s R u s k i n ' s 
c o n d e m n a t i o n o f e c o n o m i s t s . 

2 2 1 . H.D. L l o y d , L o r d s o f I n d u s t r y , p p.61-65; and W e a l t h 
A g a i n s t Commonwealth, pp.494-499. 

222. S. F i n e , op. c i t . , p.340 and H.D. L l o y d , W e a l t h A g a i n s t 
Commonwealth, p.513. L l o y d saw c l a s s i c a l e c o n o m i c s as a c o v e r 
f o r " f r a u d and r o b b e r y , " " i r r e l i g i o u s , " " u n s c i e n t i f i c , " and c r u e l . 

223. P.M. Sweezy, "The I n f l u e n c e o f M a r x i a n Economics on 
A m e r i c a n T h o u g h t and P r a c t i c e , " i n D.D. E g b e r t and S. P e r s o n s , e d s . , 
S o c i a l i s m and A m e r i c a n L i f e ( P r i n c e t o n , 1 9 5 2 ) , p p . 4 6 0 - 4 6 1 ; M. 
H i l l q u i t , op. c i t . , pp.177-192; and P.F. B r i s s e n d e n , The I n d u s t r i a l 
W o r k e r s o f t h e W o r l d (New Y o r k , 1 9 1 9 ) , pp.57-122; CD,, W r i g h t , 
"A H i s t o r i c a l S k e t c h o f t h e K n i g h t s o f L a b o r , " Q u a r t e r l y J o u r n a l o f 
Economics 1 ( 1 8 8 7 ) : 137-168. 
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s t r i c t l y e c o n o m i s t i c a t t i t u d e , r e f u s i n g t o become i n v o l v e d i n 
224 

p a r t y p o l i t i c s . I t i s a l s o beyond d o u b t t h a t t h e g r e a t 

m a j o r i t y o f A m e r i c a n r e f o r m e r s a v o i d e d c o n t a c t w i t h most r a d i c a l 

g r o u p s , b e i n g c l e a r i n t h e i r m i n d s t h a t r e f o r m s h o u l d come " f r o m 

above and n o t f r o m b e l o w , " as an e x t e n s i o n o f t h e p r i n c i p l e o f 
225 

C h r i s t i a n s t e w a r d s h i p . 

The Academic C r i t i c s o f Economic O r t h o d o x y . 

As m e n t i o n e d above, a c a d e m i c s such as Ward and G i d d i n g s 

were c r i t i c a l o f o r t h o d o x e c o n o m i c s , b u t t h e main t h r u s t o f t h e i r 

work was i n t h e f i e l d o f s o c i o l o g y . W i t h i n academic e c o n o m i c s 

c r i t i c i s m o f t h e p r e v a i l i n g o r t h o d o x y was t o come i n i t i a l l y f r o m 

t h e s o - c a l l e d "new s c h o o l " o f German t r a i n e d e c o n o m i s t s and, 

s l i g h t l y l a t e r , f r o m T h o r s t e i n l / e b l e n . As V/eblen and new s c h o o l 

w r i t e r s such as R.T. E l y , H.C. Adams, and S.N. P a t t e n have v e r y 

c o n s i d e r a b l e i m p o r t a n c e i n t h e f o r m a t i o n o f i n s t i t u t i o n a l i s t 

t h o u g h t t h e i r work w i l l be d e a l t w i t h i n more d e t a i l b e l o w , b u t 

some g e n e r a l o b s e r v a t i o n s a r e i n p l a c e h e r e . 

The new s c h o o l w r i t e r s were h e a v i l y i n f l u e n c e d by t h e i r 

German t r a i n i n g w h i c h had b r o u g h t them i n t o c o n t a c t w i t h members 

o f t h e German h i s t o r i c a l s c h o o l such as A. Wagner, K. K n i e s , 0. 
226 

Conrad, E. E n g l e , and G. S c h m o l l e r . The German h i s t o r i c a l 

224. See S. Gompers, " I n d u s t r i a l R e l a t i o n s Commissions R e p o r t , " 
A m e r i c a n F e d e r a t i o n i s t 22 ( 1 9 1 5 ) : 681-682; " L a b o r and t h e E i g h t Hour 
Day," A m e r i c a n F e d e r a t i o n i s t 23 ( 1 9 1 5 ) : 565-589; and S e v e n t y Years 
o f L i f e and L a b o r ( L o n d o n , 1.925); and B. M a n d e l , "Gompers and 
and B u s i n e s s U n i o n i s m , " B u s i n e s s H i s t o r y Review 28, ( 1 9 5 4 ) : 264-275; 
W. M. D i c k , L a b o r and S o c i a l i s m i n . Amor i c a: The Gompers Era (New Y o r k , 
1 9 7 2 ) , pp.111-133; P. T a f t , The. A m e r i c a n F e d e r a t i o n o f Labor' i n t h e 
Time o f G.o.mpers .(.New York.,. 1957) ; R. H. Ha r v e y , Samuel Gompers, 
Champion o f t h e T o i l i n g . Masses ( S t a n f o r d , 1 9 3 5 ) . 

225. A. Mann, o p . c i t . , pp.683-685. An example i s t o f o u n d i n 
t h e A m e r i c a n S o c i a l S c i e n c e A s s o c i a t i o n w h i c h worked on t h e b a s i s o f 
t h e r e s p o n s i b i l i t y o f t h e " g i f t e d and e d u c a t e d c l a s s e s " t o w a r d s t h e 
"weak, w i t l e s s , and i g n o r a n t . 1 ' 

226. j * . B . P a r r i s h , op . c i t . , pp.13-16; J. H e r b s t , op . c i t . , p.131 
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s c h o o l d i s p l a y e d an a t t a c h m e n t t o h i s t o r i c a l and i n s t i t u t i o n a l 

i n v e s t i g a t i o n s and i s u s u a l l y r e g a r d e d as f o l l o w i n g an h i s t o r i c a l / 
227 

c o m p a r a t i v e m e t h o d . However, i t s h o u l d be p o i n t e d o u t t h a t 

d i f f e r e n t members o f t h e s c h o o l u t i l i s e d d i f f e r e n t i n t e r p r e t a t i o n s 

o f t h i s method. Some, such as Wagner and Conrad, saw h i s t o r i c a l 
128 

r e s e a r c h as a s u p p l e m e n t t o d e d u c t i v e t h e o r i s i n g , w h i l e o t h e r s , 

s u ch as K n i e s , a r g u e d t h a t h i s t o r i c a l r e l a t i v i t y and human p u r p o s e 

made t h e s e a r c h f o r g e n e r a l c a u s a l l a w s f u t i l e and t h a t o n l y 
229 

g e n e r a l i s e d h i s t o r i c a l d e s c r i p t i o n s were p o s s i b l e . 

D e s p i t e t h e s e d i f f e r e n c e s t h e h i s t o r i c i s t s d i d have a common 

i n t e r e s t i n t h e c o u r s e o f economic e v o l u t i o n and s e v e r a l 

d e v e l o p e d s y s t e m s o f s t a g e s o f economic g r o w t h . H i l d e b r a n d 

d i s t i n g u i s h e d b a r t e r , money, and c r e d i t e c o n o m i e s , B u c h e r ' s s t a g e s 

were d o m e s t i c , town and n a t i o n a l e c o n o m i e s , and S c h m o l l e r ' s were 
230 

v i l l a g e , t o w n , t e r r i t o r i a l , n a t i o n a l , and w o r l d e c o n o m i e s . 

These schemes o f e v o l u t i o n were n o t supposed t o a p p l y e v e r y w h e r e 

b u t o n l y , a t t h e most, t o E u r o p e , a p o i n t t h a t i s i n c o n t r a s t t o 0. M y l e s , o p . c i t . , p p . 1 0 4 - 1 6 1 . See a l s o J. Dorf m a n , "The R o l e o f 
t h e German H i s t o r i c a l S c h o o l i n A m e r i c a n Economic T h o u g h t , " o p . c i t . , 
p p.17-22. German h i s t o r i c i s m a l s o had an i m p a c t i n E n g l a n d a l t h o u g h 
i t was n o t as s t r o n g as i n t h e U n i t e d S t a t e s . See A.W. C o a t s , 
"The H i s t o r i c i s t R e a c t i o n i n E n g l i s h P o l i t i c a l Economy," Economica 
21 ( 1 9 5 4 ) : 143-153. 

227. The German h i s t o r i c a l s c h o o l i s o f t e n d i v i d e d i n t o an 
o l d e r and y o u n g e r g r o u p s , t h e y o u n g e r g r o u p b e i n g more c o n c e r n e d w i t h 
h i s t o r i c a l and f a c t u a l i n v e s t i g a t i o n s , b u t t h e c l a s s i f i c a t i o n i s f a r 
f r o m p e r f e c t . See J. Sch u m p e t e r , A H i s t o r y o f Economic A n a l y s i s , 
pp . 800-824. 

228. A. Wagner, "Wagner on t h e P r e s e n t S t a t e o f P o l i t i c a l 
Economy," Q u a r t e r l y J o u r n a l o f Economics 1 ( 1 8 8 7 ) : 1 13-133; E. IMasse, 
"The Economic Movement i n Germany," Q u a r t e r l y J o u r n a l o f Economics 1 
( 1 8 8 7 ) : 49 8-5.06 ;. C...F... Dunbar, "The R e a c t i o n i n P o l i t i c a l Economy," 
Q u a r t e r l y J o u r n a l o f Economics 1 ( 1 8 8 7 ) : 1-27. 

.229. J. 5 c h u mp.e.t e r , op . c.i.t. , pp.810-812; J.N. Keynes, The Scope 
and Method o f P o l i t i c a l Economy ( L o n d o n , 1917) , p.p.. 298-321 ; A. 
Oncken, "New T e n d e n c i e s i n German Ec o n o m i c s , " Economic J o u r n a l 9 
( 1 8 9 9 ) : 463. S c h m o l l e r s t a r t e d w i t h a s i m i l a r p o s i t i o n b u t l a t e r 
changed h i s a p p r o a c h . J. H e r b s t , o p . c i t . , pp.132-138. 

230. G. S c h m o l l e r , The M e r c a n t i l e System, 1895, (New Y o r k , 1931) 
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t h e p o s i t i o n t a k e n by t h e e v / o l u t i o n a r y s o c i o l o g i s t s . The 

h i s t o r i c i s t s a l s o a r g u e d a g a i n s t t h e monism o f many e v o l u t i o n i s t s , 

c l a i m i n g t h a t a l l phenomena a r e i n f l u e n c e d by a m u l t i p l i c i t y o f 

c a u s e s . T h i s l e d them t o e m phasise t h e i n t e r c o n n e c t e d n e s s o f 

s o c i a l , l e g a l , e t h i c a l , and economic f a c t o r s and t o c r i t i c i s e 

t h e " e g o t i s t i c " and " s e l f i s h " v i e w o f man w h i c h t h e y saw c o n t a i n e d 
. , . 232 i n c l a s s i c a l e c o n o m i c s . 

The h i s t o r i c a l s c h o o l were a l s o c o n c e r n e d w i t h p r o b l e m s o f 

s o c i a l r e f o r m . They r e j e c t e d l a i s s e z - f a i r e and l o o k e d t o p o s i t i v e 

s t a t e a c t i o n . They a r g u e d t h a t s o c i o - e c o n o m i c p r o b l e m s were a l s o 

e t h i c a l i n n a t u r e , and t h a t t h e s t a t e s h o u l d p r o m o t e r e s e a r c h 

and a c t as a " m o r a l u n i t " i n t h e r e f o r m o f s o c i a l c o n d i t i o n s . To 

t h i s end t h e y engaged i n d e t a i l e d s t u d i e s o f p u b l i c f i n a n c e , 

a g r i c u l t u r e , commerce, m a n u f a c t u r i n g i n d u s t r y , and t r a n s p o r t , and 
233 

o r g a n i s e d t h e V e r e i n Fur S o z c i a l p o l i t i k t o p r o m o t e t h e i r i d e a s . 

A m e r i c a n s t u d e n t s r e t u r n i n g f r o m Germany b r o u g h t t h e s e i d e a s 

w i t h them, a l t h o u g h t h e y o f t e n c ombined them w i t h n a t i v e 

C. B ucher, I n d u s t r i a l E v o l u t i o n (New Y o r k , 1 9 0 1 ) ; B.F. H o s e l i t z , 
" T h e o r i e s oT S t a g e s o f Economic G r o w t h , " o p . c i t . , pp.193-224. 

2 3 1 . B.F. H o s e l i t z , o p . c i t . , pp.143-224. 
232. See W. Abraham and H. Weisgast, The Economics o f G u s t a v 

S c h m o l l e r (New Y o r k , 1 9 4 2 ) ; W.B. C h e r i n , "The German H i s t o r i c a l 
S c h o o l , " (Ph. D. d i s s e r t a t i o n , U n i v e r s i t y o f C a l i f o r n i a , 1 9 3 3 ) ; R.T. 
E l y , "The P a s t and P r e s e n t o f P o l i t i c a l Economy," Johns H o p k i n s 
S t u d i e s i n H i s t o r i c a l and P o l i t i c a l S c i e n c e 2 ( 1 884) : 43 - 6 4 ; E . 1/. 
P h i l i p p o v i c h , "The I n f u s i o n o f S o c i o - P o l i t i c a l I d e a s i n t o t h e 
L i t e r a t u r e o f German E c o n o m i c s , " A m e r i c a n J o u r n a l o f S o c i o l o g y 18 
( 1 9 1 2 ) : 145-199. 

233. J. H e r b s t , o p•c i t . , pp.142-146; E.M. P h i l i p p o v i c h , op . c i t 
p p.187-199; J.H. Grey, 'The German Economic A s s o c i a t i o n , , r A n n a l s o f 
t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l S c i e n c e 1 (18 9 1 ) : 515-
520; E . V . P h i l i p p o v i c h , "The l / e r e i n Fur S o z c i a i p o l i t i k , " Q u a r t e r l y 
J o u r n a l o f Economics 5 ( 1 8 9 1 ) : 220-237. See a l s o . R.T. E l y , 
"The P a s t and P r e s e n t o f P o l i t i c a l Economy," op. c i t . , p p.54-57. 
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i n f l u e n c e s . There were v e r y c l o s e l i n k s b e t w e e n t h e new 
235 

s c h o o l , t h e s o c i a l g o s p e l movement, and e v o l u t i o n a r y 

s o c i o l o g i s t s such as Ward and G i d d i n g s . New s c h o o l members 

mere i n s t r u m e n t a l i n t h e f o r m a t i o n o f t h e A m e r i c a n Economics 

A s s o c i a t i o n i n 1885, w h i c h , when f i r s t f o u n d e d , had a p l a t f o r m w h i c h 

e m p h a s i s e d t h e i m p o r t a n c e o f h i s t o r i c a l and s t a t i s t i c a l s t u d i e s 

and t h e p o t e n t i a l r o l e o f t h e s t a t e i n e n s u r i n g "human p r o g r e s s . " 

I n i t i a l l y t h e A.E.A. i n c l u d e d E l y , Adams, P a t t e n , o t h e r German 

i n f l u e n c e d s c h o l a r s , W i l l i a m James, L. Ward, F.H. G i d d i n g s , and 
236 

s o c i a l g o s p e l l e r s such as W. G l a d d e n and L. A b b o t t . 

234. The r e s u l t was t o c r e a t e an A m e r i c a n v e r s i o n o f t h e 
M e t h o d e n s t r e i t . See H.C. Adams e t a l . , S c i e n c e Economic D i s c u s s i o n 
(New Y o r k , 1 8 8 6 ) ; R.T. E l y , "The Past and P r e s e n t i n P o l i t i c a l 
Economy, o p. c i t . ; R.T. E l y , " P o l i t i c a l Economy i n A m e r i c a , " N o r t h 
A m e r i c a n Review 144 ( 1 8 8 7 ) : 113-119; C.F. Dunbar, "The R e a c t i o n i n 
P o l i t i c a l Economy," o p . c i t . , pp.1-27; E.C. L u n t , The P r e s e n t 
C o n d i t i o n o f Economic S c i e n c e and t h e Demand f o r a R a d i c a l Change i n 
i t s Methods and Aims (Mew Y o r k , 1 8 8 8 ) ; W.W. F o l w e l l , "The New 
E c o n o m i c s , " A m e r i c a n Economic A s s o c i a t i o n P u b l i c a t i o n s 8 ( 1 8 9 3 ) : 
19-40; A. B l u e , "The H i s t o r i c a l Method i n E c o n o m i c s , " P r o c e e d i n g s 
o f t h e A m e r i c a n A s s o c i a t i o n f o r t h e Advancement o f S c i e n c e , 47 ( T 8 9 8 ) 
493-518. 

235. The S o c i a l C h r i s t i a n b i a s among "new s c h o o l " members i s 
q u i t e r e m a r k a b l e . See R.T. E l y , Ground Under o u r F e e t (New Y o r k , 
1 9 3 5 ) , pp.73-110; " P r o g r e s s i v i s m T r u e and Fase," Review o f Reviews 
51 ( 1 9 1 5 ) : 2 0 9 - 2 1 1 ; " E t h i c s and E c o n o m i c s " i n H.C. Adams e t a l . , 
o p . c i t . , pp.44-56; S o c i a l A s p e c t s o f C h r i s t i a n i t y and O t h e r Essays 
TlMew Y o r k , 1889) ; S. F i n e , "R.T. E l y , F o r e r u n n e r o f P r o g r e s s i v i s m , 
1 8 8 0 - 1 9 0 1 , " M i s s i s s i p p i V a l l e y H i s t o r i c a l Review 37 ( 1 9 5 0 / 5 1 ) : 599-
624; H.C. Adams, "An I n t e r p r e t a t i o n o f t h e S o c i a l Movements o f Our 
Time," I n t e r n a t i o n a l J o u r n a l o f E t h i c s 2 ( 1 8 9 1 ) : 32-50; R. Mayo-
S m i t h , " S o c i a l P r o b l e m s : How They A r i s e , What They Are and How Modern 
P o l i t i c a l Economy Views Them," C h r i s t i a n T h o u g h t , 5 t h s e r . ( 1 8 8 8 ) : 
417-429; J.B. C l a r k , "The N a t u r e and P r o g r e s s o f T r u e S o c i a l i s m . " 
The New E n g l a n d e r 151 ( 1 8 7 9 ) : 5 6 5 - 5 8 1 ; and " C h r i s t i a n i t y and Modern 
E c o n o m i c s , " The New E n g l a n d e r and Y a l e Review 47 ( 1 8 8 7 ) : 50-59; 
J.R. E v e r e t t , o p . c i t . , p a s s i m . 

236. R.T. E l y , Ground Under ou r F e e t , pp.130-138; R.T. E l y , 
"The A m e r i c a n Economic A s s d ' c i a t i o n 1885-1909," A m e r i c a n Economic 
A s s o c i a t i o n P u b l i c a t i o n s , 3 r d s e r . 11 ( 1 9 1 0 ) : 47-94; R.T. E l y , 
" R e p o r t on. t h e O r g a n i z a t i o n , o f t h e American Economic A s s o c i a t i o n , " 
A m e r i c a n Economic A s s o c i a t i o n P u b l i c a t i o n s , 1 s t s e r . 1 ( 1 8 8 7 ) : 5-46. 
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• f c o u r s e n o t a l l German t r a i n e d e c o n o m i s t s t u r n e d t o new 

s c h o o l i d e a s . Some, such as A.T. H a d l e y , and F.W. T a u s s i g 

r e m a i n e d r e l a t i v e l y u n i m p r e s s e d and became members o f L a u g h l i n ' s 
237 

P o l i t i c a l Economy C l u b . T h e r e were some b i t t e r d i s p u t e s 

b e t w e e n t h e two g r o u p s , b u t by 1888 t h e new s c h o o l members f e l t 
23 8 

s e c u r e enough t o d r o p t h e A.E.A. p l a t f o r m and seek r a p p r o c h m e n t . 

D e s p i t e t h i s c o n f i d e n c e , t h e new s c h o o l began t o d e c l i n e by t h e 

237. B o t h T a u s s i g and H a d l e y t h o u g h t t h a t t o become i n v o l v e d 
w i t h s o c i o l o g i c a l q u e s t i o n s w o u l d be t o weaken t h e s c i e n t i f i c 
a d v ance o f t h e s u b j e c t . B o t h H a d l e y and T a u s s i g a r g u e d t h a t t h e 
p r e v a i l i n g t e n d e n c i e s t o w a r d s g o v e r n m e n t i n t e r v e n t i o n were t o o 
g r e a t , and d i s t i n g u i s h e d b etween p u r e and a p p l i e d e c o n o m i c s , 
p o i n t i n g o u t t h a t an a s s u m p t i o n o f t h e w o r t h o f g o v e r n m e n t 
i n t e r v e n t i o n i s u n s u p p o r t a b l e . H a d l e y went f u r t h e s t a r g u i n g t h a t 
" t h e d a n g e r o f b e l i e v i n g economic l a w s can be i n t e r f e r e d w i t h by 
human e f f o r t i s t e n t i m e s g r e a t e r t h a n t h e d a n g e r o f an e x t r e m e 
b e l i e f i n l a i s s e z - f a i r e . " H a d l e y worked on t h e a s s u m p t i o n o f f i x e d 
l a w s . A c c o r d i n g t o H a d l e y "men a r e ac c u s t o m e d t o r i g i d l a w s , " 
t h e r e f o r e " n o t t o b e l i e v e i n t h e r i g i d i t y o f economic l a w s l e a d s 
t o r e c k l e s s n e s s " and i t i s " b e t t e r t o be f a t a l i s t i c . " T a u s s i g 
was more m o d e r a t e , even r e p r i n t i n g I n g r a m ' s a r t i c l e " P o l i t i c a l 
Economy" f r o m t h e E n c y c l o p e d i a B r i t a n n i c a o f 1885. B o t h T a u s s i g 
and H a d l e y were, however, a g r e a t d e a l more e c l e c t i c t h a n most o t h e r 
members o f L a u g h l i n ' s P o l i t i c a l Economy C l u b . H a d l e y was d e e p l y 
c r i t i c a l o f Sumner, and Dorfman a s s i g n s them an i m p o r t a n t r o l e 
i n r e c o n c i l i n g t h e d i v e r g e n t t e n d e n c i e s i n A m e r i c a n e c o n o m i c s a t t h e 
t i m e . H a d l e y ' s Economics i s p a r t i c u l a r l y i m p o r t a n t i n t h i s r e s p e c t 
as i t became a p o p u l a r c o l l e g e t e x t , r e p l a c i n g t h a t by F.A. W a l k e r . 
See J. Dorfma n , The Economic Flind i n A m e r i c a n C i v i l i z a t i o n , 3: 258-
259, A.T. H a d l e y , Economics (Mew Y o r k , 1 8 9 6 ) ; t h e d e b a t e i n H.C. 
Adams, e t a l . , S c i e n c e Economic D i s c u s s i o n ; and 3. F l y l e s , op. c i t . , 
pp. 167-168. 

238. See J. Dorfma n , "The S e l i g m a n C o r r e s p o n d e n c e , " P o l i t i c a l 
S c i e n c e Q u a r t e r l y 56 ( 1 9 4 1 ) : 107-124, 270-286; R.T. E l y , " R e p o r t 
o f t h e P r o c e e d i n g s a t t h e T h i r d A n n u a l M e e t i n g , " A m e r i c a n Economic 
A s s o c i a t i o n P u b l i c a t i o n s , 1 s t s e r . 4 ( 1 8 8 9 ) : 314; and A.W. C o a t s , 
"The F i r s t Two Decades' o f t h e A m e r i c a n Economic A s s o c i a t i o n , " 
A m e r i c a n Economic Review 50 ( 1 9 6 0 ) : 555-574; J.P. Munroe, o p.c i t . , 
p.329. .F.A. W a l k e r was p r e s i d e n t o f t h e A.E.A. f r o m 1885-1892 when 
he was r e p l a c e d by C.F. Dunbar, as a n o t h e r g e s t u r e t o t h e " o l d 
s c h o o l . " T a u s s i g who had r e s i s t e d j o i n i n g t h e A.E.A. f i n a l l y j o i n e d 
i n 1887, b e f o r e t h e p l a t f o r m -had been d r o p p e d as a show o f s u p p o r t 
f o r E l y a f t e r E l y ' s work had been v i c i o u s l y a t t a c k e d by S. Newcomb. 
On t h e o t h e r hand L a u g h l i n d i d n o t j o i n t h e A.E.A. u n t i l 1904. See 
0. M y l e s , o p . c i t . , pp.182-187. 
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1 890"s, v e r y l a r g e l y due t o t h e a r r i v a l and s p r e a d o f m a r g i n a l i s t 
239 

d o c t r i n e . New s c h o o l i d e a s d i d n o t , however, d i e o u t 

c o m p l e t e l y and t h e work o f E l y , Adams, and P a t t e n had an i n f l u e n c e 

on l a t e r w r i t e r s . 

As t h e new s c h o o l began t o d e c l i n e c r i t i c i s m o f o r t h o d o x 

e c o n o m i c s , i n c l u d i n g m a r g i n a l i s m , came f r o m T h o r s t e i n l / e b l e n . 

l / e b l e n drew on many c o n t e m p o r a r y s o u r c e s and was f a m i l i a r w i t h 

t h e work o f S p e n c e r , Ward, G i d d i n g s , Morgan, t h e h i s t o r i c a l and 
240 

new s c h o o l w r i t e r s , Marx, B e l l a m y , and John Rae. V e b l e n ' s 

work r e p r e s e n t s t h e f i r s t c o m p r e h e n s i v e e f f o r t t o i m p o r t 

e v o l u t i o n a r y i d e a s i n t o e c o n o m i c s . I n s t i t u t i o n a l i s m was an 

o u t g r o w t h o f t h e i d e a s o f l / e b l e n , new s c h o o l w r i t e r s , p a r t i c u l a r l y 

239. C.D.W. Goodwin, " M a r g i n a l i s m Moves t o t h e New W o r l d " i n 
R.D.C. B l a c k e t a l . , The M a r g i n a l R e v o l u t i o n i n Economics (Durham, 
N.C., 1 9 7 3 ) , pp.285-304; R.S. Howey, The R i s e o f t h e M a r g i n a l 
U t i l i t y S c h o o l 1870-1889 ( L a w r e n c e , Kansas, 1 9 6 0 ) , pp.110-117; and 
J. D orfman, The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 3: 188-205. 
M a r g i n a l u t i l i t y t h e o r y o n l y became w i d e l y used i n A m e r i c a w i t h t h e 
a r r i v a l o f t r a n s l a t i o n s o f t h e w o r k s o f t h e A u s t r i a n s and a f t e r -
3.B. C l a r k ' s , The D i s t r i b u t i o n o f W e a l t h . The l a c k o f c o n t a c t 
b etween A m e r i c a n and E n g l i s h a cademic w r i t e r s c o u l d p a r t l y e x p l a i n 
t h i s , b u t o t h e r s have s u g g e s t e d t h e r e t a r d e d a c c e p t a n c e o f m a r g i n a l i s t 
i d e a s i n t h e U n i t e d S t a t e s t o be due t o t h e c l o s e l i n k s b e t w e e n 
e c o n o m i c s and t h e c l e r i c a l t r a d i t i o n w h i c h , as we have s e e n , d i d n o t 
come t o an end u n t i l t h e 1870's. See E. Kauder, "The R e t a r d e d 
A c c e p t a n c e o f t h e M a r g i n a l U t i l i t y T h e o r y , " Q u a r t e r l y J o u r n a l o f 
Economics 63 ( 1 9 5 3 ) : 5 6 4 -75; and A H i s t o r y o f M a r g i n a l U t i l i t y T h e o r y 
" ( P r i n c e t o n , 1 9 6 5 ) . D i s s e n t i s e x p r e s s e d by J.P. H e n d e r s o n , "The 
R e t a r d e d A c c e p t a n c e o f t h e M a r g i n a l U t i l i t y T h e o r y : Comment," 
Q u a r t e r l y J o u r n a l o f Economics 69 ( 1 9 5 5 ) : 465-73; see a l s o A.W. C o a t s , 
" A l f r e d M a r s h a l l and R i c h a r d T. E l y : Some U n p u b l i s h e d L e t t e r s , " 
Economica 28 ( 1 9 6 1 ) : 192. T h e r e was a l s o a r e a c t i o n a g a i n s t t h e 
more r e f o r m minded w r i t e r s , some o f whom were d i s m i s s e d f r o m t h e i r 
p o s t s . See J. D o r f m a n , "The B a c k g r o u n d Of I n s t i t u t i o n a l E c o n o m i c s , " 
op . c i t . , pp.34-35; J. M y l e s , op . c i t . , pp.192-195; R. H o f s t a d t e r and 
W.P. M e t z g e r , op . c i t . , pp.426-427. 

240. See J. Dorr'man, "The. So u r c e and. I m p a c t o f l / e b l e n , " i n 
D. Dowd , ed. , T h o r s t e i n l / e b l e n : A C r i t i c a l R e a p p r a i s a l (New Y o r k , 
1 9 5 8 ) , pp.1-12. 
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2 4 1 . See b e l o w c h a p t e r s 3, 4, and 5. I n s t i t u t i o n a l i s m was 
n o t s i m p l y a r e s u l t o f t h e i m p a c t o f t h e German h i s t o r i c a l s c h o o l , 
a l t h o u g h some w r i t e r s hav/e c l a i m e d t h a t t h i s was t h e c a s e , 
p a r t i c u l a r l y L. R o b b i n s , o p . c i t . , p.83. R o b b i n ' s c l a i m e d i n t h i s 
book t h a t " t h e o n l y d i f f e r e n c e between i n s t i t u t i o n a l i s m and 
H i s t o r i c i s m i s t h a t H i s t o r i c i s m i s much more i n t e r e s t i n g . " R o b b i n s 
has, however, changed h i s o p i n i o n s i n c e S e c k l e r ' s work. See D. 
S e c k l e r , op. c i t . , f o r e w o r d , p . i x . O t h e r w r i t e r s have a l s o a r g u e d 
t h a t i n s t i t u t i o n a l i s m stemmed f r o m h i s t o . r i c i s m . See T. S u r a n y i -
Unger, Economics i n t h e T w e n t i e t h C e n t u r y (New Y o r k , 1 9 3 2 ) , p.40; E. 
Heiman, H i s t o r y o f Economic D o c t r i n e s ( O x f o r d , 1945), p. 185; L.H. 
Haney, H i s t o r y o f Economic Thought,, pp. 750-751 ; F.W. T a u s s i g , 
" F i f t i e t h A n n i v e r s a r y M e e t i n g , " A m e r i c a n Economic Review 26, supp. 
( 1 9 3 6 ) : 324. E l y has a l s o claim"e~d t h a t he and men such as Adams and 
James were t h e f i r s t i n s t i t u t i o n a l i s t s . See. R.T. E l y , "Round T a b l e 
C o n f e r e n c e on I n s t i t u t i o n a l E c o n omics," o p . c i t . , pp.114-116. The 
i n f l u e n c e o f new s c h o o l w r i t e r s on i n s t i t u t i o n a l i s t s i s most o b v i o u s 
i n t h e case o f 3.R. Commons whose work owes a g r e a t d e a l t o R.T. E l y , 
See b e l o w c h a p t e r s 3 and 7. 



CHAPTER 3 

THE NEW SCHOOL, R.T. ELY 

H.C. ADAMS AND S.N. PATTEN 

E l y , Adams, and P a t t e n a r e p e r h a p s t h e b e s t known members 

o f t h e "new s c h o o l " o f German i n f l u e n c e d s c h o l a r s . E l y was a 

c o n s i d e r a b l e p r o p a g a n d i s t and p o p u l a r i s e r and had a g r e a t d e a l t o 

do w i t h t h e s u r v i v a l o f new s c h o o l i d e a s a f t e r t h e a r r i v a l o f 
1 

m a r g i n a l i s m . Adams was a more c a u t i o u s w r i t e r whose i n f l u e n c e 

was more l i m i t e d t h a n E l y ' s , b u t he l e f t a l a s t i n g i m p r e s s i o n on 
2 

many o f t h o s e who were h i s c o l l e a g u e s and p u p i l s . P a t t e n was 

i n i t i a l l y h e a v i l y i n f l u e n c e d by h i s German e x p e r i e n c e , b u t soon 

came t o a b s o r b a wide r a n g e o f o t h e r i n f l u e n c e s . P a t t e n p a r t i c u l a r l y 

a d m i r e d J.S. M i l l and t h e o t h e r u t i l i t a r i a n s , and was f a m i l i a r 

w i t h t h e w r i t i n g s o f J.B. C l a r k , t h e A u s t r i a n s c h o o l , S p e n c e r , Ward 

1. A.W. C o a t s , "R.T. E l y , " I n t e r n a t i o n a l E n c y c l o p e d i a o f t h e 
S o c i a l S c i e n c e s (New Y o r k , 1 9 6 8 ) , 5: 33-35; and B.G. Rader, The 
Academic Mind and Reform: The I n f l u e n c e o f R i c h a r d T. E l y i n 
A m e r i c a n L i f e ( K e n t u c k y , 1 9 6 6 ) , pp.1-52. 

2. J. Dorfma n , "Henry C a r t e r Adams, t h e H a r m o n i z e r o f L i b e r t y 
and R e f o r m , " i n t r o d u c t o r y e s s a y t o H.C. Adams, Two Essays (New Y o r k , 
1 9 5 4 ) ; J.H. H o l l a n d e r , "Henry C a r t e r Adams," i n P a l g r a v e s D i c t i o n a r y 
o f P o l i t i c a l Economy ( L o n d o n , 1 9 2 5 ) , pp.799-800; E.A.R. S e l i g m a n , 
"H.C. Adams, O b i t u a r y , " Economic J o u r n a l 32 ( 1 9 2 2 ) : 267-272; J.H. 
H o l l a n d e r e t a l . " M e m o r i a l t o Former P r e s i d e n t Henry C. Adams," 
A m e r i c a n Economic Review 12 ( 1 9 2 2 ) : 401-416; S.L. B.igelow, I.C.' 
S h a r f m a n , and E.M. Wenley, "Henry C a r t e r Adams," J o u r n a l o f P o l i t i c a l 
Economy 30 ( 1 9 2 2 ) : 2 0 1 - 2 1 1 . 
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and G i d d i n g s . ^ W h i l e E l y l o o k e d back t o t h e n a t i o n a l i s t s c h o o l 

f o r s u p p o r t , and i n o r d e r t o c l a i m t h a t t h e new s c h o o l was i n an 

o l d e r A m e r i c a n t r a d i t i o n , P a t t e n was much more d e e p l y i n f l u e n c e d 

by L i s t and C a r e y . A l l t h r e e w r i t e r s a t t e m p t e d t o w e l d t h e i r 

e t h i c a l i d e a l s i n t o t h e i r economic t h e o r i e s and were c l o s e l y 

a l l i e d w i t h t h e s o c i a l g o s p e l and o t h e r r e f o r m movements.'' 

The new s c h o o l had c o n s i d e r a b l e i m p o r t a n c e i n t h e f o r m a t i o n 

o f i n s t i t u t i o n a l i s t t h o u g h t and p r o v i d e s a l i n k between German 

h i s t o r i c i s m and i n s t i t u t i o n a l i s m . T h i s i s n o t t o say t h a t 

i n s t i t u t i o n a l i s m i s s i m p l y an A m e r i c a n i s e d v e r s i o n o f h i s t o r i c i s m , 

as o t h e r i n f l u e n c e s a l s o have i m p o r t a n c e , b u t t h e new s c h o o l 

i n f l u e n c e on l a t e r w r i t e r s such as W a l t o n H a m i l t o n , 3 . R. Commons, 

and R.G. T u g w e l l c a n n o t be i g n o r e d . ^ 

I R.T. E l y . 

E l y n e v e r d e v e l o p e d what c o u l d be c a l l e d a c o m p l e t e s y s t e m 

o f t h o u g h t . H i s work, b e s i d e s o f t e n b e i n g p r o p a g a n d i s t , c o n s i s t e d 

p r i n c i p a l l y o f l e n g t h y monographs on p a r t i c u l a r s u b j e c t s , and 

t e x t b o o k s , w h i c h a l t h o u g h o f t e n a c h i e v i n g m a s s i v e c i r c u l a t i o n s , 
7 

f a i l e d t o i n t e g r a t e f u l l y a l l h i s i d e a s . N e v e r t h e l e s s , E l y ' s 

3. 3.L. B o s w e l l , The Economics o f Simon N e l s o n P a t t e n 
( P h i l a d e l p h i a , 1 9 3 3 ) , pp.34-40; R.G. T u g w e l l , "The L i f e and Work o f 
Simon N e l s o n P a t t e n , " J o u r n a l o f P o l i t i c a l Economy 31 ( 1 9 2 3 ) : 153-
208; S.N. P a t t e n , The R e c o n s t r u c t i o n o f Economic T h e o r y . 

4. R.T. E l y , Ground Under Our F e e t , p p . 1 3 0 - 1 3 1 ; A.W. Green, 
o p . c i t . , p.177. 

'5. J.R. E v e r e t t , o p . c i t . , pp.99-144; D.W. N o b l e , The Paradox o f 
P r o g r e s s i v e T h o u g h t ( M i n n e a p o l i s , 1 9 5 8 ) . 

6. A.W. C o a t s , "R.T. E l y , " op. c i t . , p.34; 3. D o r f m a n , "The 
B a c k g r o u n d o f I n s t i t u t i o . n a l E c o n o m i c s , " op. c i t . , p.30; 0. D o r f m a n , 
The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 3: 161-173, 276-293, and 
5: 401-438; D̂ .M. Fox, The D i s c o v e r y .of Abundance ( I t h a c a , 1 9 6 7 ) , 
p p . 1 6 0 - 1 7 1 . A. G r u c h y , Modern Economic T h o u g h t , p.408. 

7. A..W.-. C o a t s , "R.T. E l y , " op. c i t . , p.34. L a t e r v e r s i o n s o f 
E l y s ' s O u t l i n e s s o l d 350,000 c o p i e s . 
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work d i s p l a y s a l e v e l o f c o n s i s t e n c y t h a t e a s i l y a l l o w s one 

t o d i s c o v e r h i s o v e r a l l v i e w s on t h e w o r k i n g s o f t h e economic 

s y s t e m , and t h e n a t u r e , r o l e , and s c o p e , o f economic t h e o r y . 

Method and Scope. 

T h r o u g h o u t h i s p r o f e s s i o n a l l i f e E l y was a champion o f a 

b a s i c a l l y i n d u c t i v e m e t h o d o l o g y . E l y ' s v e r s i o n o f t h i s method 

was u n d o u b t e d l y e x t r e m e l y c r u d e , u s u a l l y summed up i n t h e p h r a s e 
Q 

" l o o k and see." I n t h i s E l y was q u i t e c l e a r l y u n d e r t h e 

i n f l u e n c e o f t h e German h i s t o r i c a l s c h o o l . S p e a k i n g o f t h e 

i n s u f f i c i e n c y o f d e d u c t i o n E l y s t a t e s : 
We must r e c o g n i s e t h a t d e d u c t i o n i s i n a sense a 
d a n g e r o u s method. G r a n t e d p r e m i s e s , c o n c l u s i o n s 
w i l l f o l l o w , and t h e r e i s a l i k e l i h o o d t h a t men 
w i l l choose p r e m i s e s even u n c o n s c i o u s l y w h i c h w i l l 
l e a d t o t h e c o n c l u s i o n s d e s i r e d by them...So many 
p r e m i s e s a r e p a s s i b l e , and so many c o m b i n a t i o n s o f 
p r e m i s e s , t h a t d e d u c t i o n i s a p t t o m i s l e a d . When 
used c o n c l u s i o n s s h o u l d a l w a y s be c a r e f u l l y t e s t e d 
by a c t u a l e x p e r i e n c e , and we must be r e a d y n o t 
m e r e l y t o t e s t c o n c l u s i o n s b u t t o draw c o n c l u s i o n s 
f r o m f a c t s even i n c a s e s s u i t a b l e f o r d e d u c t i o n , 
because human p a s s i o n has such p l a y i n d e d u c t i v e 
p r o c e s s e s . ^ 

Here i t i s q u i t e c l e a r t h a t E l y i s a r g u i n g t h a t i n d u c t i o n 

i s more a p t t o l e a d t o o b j e c t i v e a s s e s s m e n t s t h a n t h e d e d u c t i v e 

method, b u t t h i s was n o t h i s o n l y c r i t i c i s m . E l y ' s emphasis on 

e v o l u t i o n i s m and h i s t o r i c a l r e l a t i v i t y a l s o l e d him t o d o u b t t h e 

v a l u e o f a p r i o r i t h e o r i s i n g on t h e b a s i s o f an assumed and s t a t i c 

i n s t i t u t i o n a l f r a m e w o r k . E l y a r g u e d t h a t i n v e s t i g a t i o n s o f t h e 

i n s t i t u t i o n a l f r a m e w o r k and t h e d i r e c t i o n s i n w h i c h i t was m o v i n g 

8. R.T. E l y , Ground Under Our F e e t , p.154; A.W. C o a t s , "R.T. 
E l y , " o p . c i t . , p.34; and A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y as 
an A p p r o a c h t o A m e r i c a n E c o n o m i c s , " (Ph.D.diss., Johns H o p k i n s 
U n i v e r s i t y , B a l t i m o r e , 1953.)., pp.3 0-47. ; 

9. R.T. E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy (New Y o r k , 1889) 
p p . 1 2 0 - 1 2 1 . 
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were n e c e s s a r y , and he p r a i s e d t h e c o m p a r a t i v e method o f a r r i v i n g 
1 0 

a t h i s t o r i c a l g e n e r a l i s a t i o n s u t i l i s e d by t h e German h i s t o r i c i s t s . 

•n t h e o t h e r hand, E l y d i d n o t abandon d e d u c t i v e t e c h n i q u e s 

e n t i r e l y . He t o o k t h e v i e w t h a t " d e d u c t i o n i s and s h o u l d be 

u s e d , and e s p e c i a l l y f o r c e r t a i n c l a s s e s o f phenomena where o t h e r 
1 1 

methods f a i l , " and was n o t a d v e r s e t o u s i n g t h e m a r g i n a l 
1 2 

u t i l i t y t h e o r y o f v a l u a t i o n . C o a t s has c l a i m e d t h a t E l y ' s 
m e t h o d o l o g i c a l p o s i t i o n was, i n f a c t , much c l o s e r t o t h e c l a s s i c a l 

1 3 

e c o n o m i s t ' s t h a n E l y h i m s e l f r e a l i s e d , b u t i t must be remembered 

t h a t E l y ' s v i e w s were i n c o n t r a s t t o t h e p a r t i s a n , s t r i c t l y 

l a i s s e z - f a i r e , and h i g h l y d e d u c t i v e A m e r i c a n o r t h o d o x t r a d i t i o n 

o f t h e t i m e . I t was t h i s A m e r i c a n t r a d i t i o n t h a t was E l y ' s main 

t a r g e t . 

On t h e m a t t e r o f scope, E l y r e j e c t e d t h e i n d i v i d u a l i s t i c 

v i e w o f man, and m a i n t a i n e d t h a t man c o u l d o n l y be s t u d i e d w i t h i n 
1 4 

h i s s o c i a l c o n t e x t . Economic l i f e c o u l d n o t , t h e r e f o r e , be 

s e p a r a t e d f r o m o t h e r s o c i a l phenomena, and e c o n o m i c s , f o r E l y , 

was "a p a r t o f s o c i o l o g y " and s h o u l d d e a l w i t h a l l " b r a n c h e s o f 

10. I b i d . , p.119; R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f 
I n d u s t r i a l S o c i e t y , 1903 ( P o r t W a s h i n g t o n , 1 9 7 1 ) , p.13. 

1 1 . R.T. E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy, p.120; see a l s o 
R.T. E l y , "The P a s t and P r e s e n t o f P o l i t i c a l Economy," o p . c i t . , pp.7-
9. 

12. R.T. E l y , O u t l i n e s o f Economics ( L o n d o n , 1 9 0 4 ) , pp.118-137. 
13. A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " pp.45-48; B.G. 

Rader, o p . c i t . , pp.28-53. Rader n o t e s t h a t some o f E l y ' s s t u d e n t s 
became t i r e d w i t h h i s i n c e s s a n t c r i t i c i s m o f t h e c l a s s i c a l e c o n o m i s t s . 
Rader a l s o sees E l y ' s c h a r a c t e r i s a t i o n o f c l a s s i c a l e c o n o m i c s as 
l i t t l e more t h a n a " s t r a w man." 

14. R.T. E l y , O u t l i n e s o f Ec o n o m i c s , pp..72-83; R.T. E l y , "The 
Pas t and P r e s e n t o f . P o l i t i c a l Economy," o p . c i t ; , pp.49-52, and 
I n t r o d u c t i o n t o P o l i t i c a l Economy, pp.13-27. 



70. 

l i f e " i n so f a r as t h e y a f f e c t " w e a l t h g e t t i n g and w e a l t h u s i n g 
1 5 

a c t i v i t y . " T h i s i n c l u d e d e t h i c a l and l e g a l f a c t o r s . E l y 

r e j e c t e d t h e h e d o n i s t i c v i e w o f man, b u t came t o a c c e p t m a r g i n a l 

u t i l i t y t h e o r y as he f e l t i t was q u i t e c o m p a t i b l e w i t h m o t i v a t i o n s 

o t h e r t h a n s e l f - i n t e r e s t . 

E l y p u t c o n s i d e r a b l e emphasis on t h e r o l e o f e t h i c s i n 

d i r e c t i n g e conomic m a t t e r s , b u t more t h a n t h i s he c o n s i d e r e d 

t h a t e c o n o m i c s s h o u l d be c o n c e r n e d n o t o n l y w i t h what i s b u t a l s o 

w i t h what o u g h t t o be. Here E l y r e t r e a t e d f r o m h i s r e l a t i v i s m 

and q u i t e o v e r t l y s e t up an e t h i c a l g o a l , a " d e t e r m i n a t i o n t o 
1 7 

make a l l d e p a r t m e n t s o f s o c i a l l i f e c o n f o r m t o e t h i c a l p r i n c i p l e s . " 

A c c o r d i n g t o E l y , as e v o l u t i o n c o u l d be d i r e c t e d t h r o u g h 

human w i l l , s o c i o l o g y , e t h i c s , and p o l i t i c a l and economic r e f o r m i s m 

a r e b r o u g h t i n t o t h e scope o f e c o n o m i c s . He c l a s s e d h i m s e l f 

as b e l o n g i n g t o t h e " e t h i c a l s c h o o l o f e c o n o m i s t s " who aimed 
t o d i r e c t i n a c e r t a i n d e f i n i t e manner, so f a r as 
may be, t h i s e c o n o m i c , s o c i a l g r o w t h o f m a n k i n d . . . 
£t o a c h i e ve~7 t h e most p e r f e c t d e v e l o p m e n t o f a l l 
human f a c u l t i e s i n each i n d i v i d u a l , w h i c h can be 
a t t a i n e d . ^ ^ 

To a t t a i n t h i s end E l y a r g u e s t h a t one must . 

a p p l y e t h i c a l p r i n c i p l e s t o economic f a c t s and 
economic i n s t i t u t i o n s , and t e s t t h e i r v a l u e by 
t h a t s t a n d a r d . P o l i t i c a l Economy i s t h u s b r o u g h t 
i n t o harmony w i t h t h e g r e a t r e l i g i o u s , p o l i t i c a l , 
and s o c i a l movements w h i c h c h a r a c t e r i s e t h i s a g e . ^ 

15. R.T. E l y , O u t l i n e s o f Ec o n o m i c s , p.83; and I n t r o d u c t i o n t o 
P o l i t i c a l Economy, pp.13-14. 

16. E l y ' s v i e w t h a t m a r g i n a l u t i l i t y t h e o r y was f r e e f r o m 
h e d o n i s m was n o t s h a r e d by l / e b l e n , and t h e r e was some d e b a t e o v e r 
t h e i s s u e . See I I . W. S t u a r t , /'The H e d o n i s t i c I n t e r p r e t a t i o n o f 
S u b j e c t i v e V a l u e , " J o u r n a l o f P o l i t i c a l Economy ,4 ( 1 8 9 5 ) : 66-80; A.W. 
C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " pp.194-247. 

17. . R...T... Ely.,. " E t h i c s and E c o n o m i c s , " i n H.C. Adams e t a l . , 
S c i e n c e Economic D i s c u s s i o n , pp.44-56. 

18. I b i d . , pp.49-50; see a l s o R.T. E l y , I n t r o d u c t i o n t o 
P o l i t i c a l Economy, pp.67-68. 

19. 'R.T. E l y , " E t h i c s and Ec o n o m i c s , " o p . c i t . , p.53. See a l s o 
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E l y ' s i d e a o f e c o n o m i c s was hence a c o m b i n a t i o n o f two 

t h i n g s . F i r s t , a d e s i r e t o r e j e c t a b s o l u t i s t and n a t u r a l l a w 

f o r m u l a t i o n s , and t o i n c l u d e t h e i d e a o f e v o l u t i o n and h i s t o r i c a l 

r e l a t i v i s m . Second, a d e s i r e t o combine e c o n o m i c s w i t h e t h i c s ; 

a v i e w t h a t e v o l u t i o n c o u l d be d i r e c t e d , t h a t p o l i t i c a l economy 

was r e l e v a n t t o t h a t d i r e c t i o n , and t h a t e c o n o m i c s s h o u l d be 

so c o n s t r u c t e d so as t o d i r e c t e v o l u t i o n i n t o c e r t a i n e t h i c a l l y 

a c c e p t a b l e c h a n n e l s . T h a t E l y saw no c o n t r a d i c t i o n b etween t h e s e 

two r o l e s f o r e c o n o m i c s , one r e s t i n g on a r e l a t i v i s t i c and t h e 

o t h e r on an a b s o l u t e n o t i o n o f t r u t h , i s q u i t e c l e a r . For E l y 

t r u t h was r e l a t i v e o n l y up t o a p o i n t . H i s method, w h i c h t o o k 

a c c o u n t o f h i s t o r i c a l change, c o u l d , a c c o r d i n g t o E l y , p r o v i d e 

a n o t h e r , c o r r e c t , " p r o g r e s s i v e h i s t o r y . " As N o ble p u t s i t : 

P r o u d l y he c u t t h e c o n n e c t i o n o f s c i e n c e f r o m 
a n y t h i n g l i k e a d i r e c t r e l i g i o u s c o n t r o l o f t h e 
f a c t s men knew. J u s t as p r o u d l y he b r o u g h t 
r e l i g i o n back i n t o t h e s c i e n t i f i c w o r l d , a r e l i g i o n 
c o n t r o l l e d and u p h e l d by t h e c o n c r e t e and u n a r g u a b l e 
f a c t s o f s c i e n c e . 2 Q 

To E l y " t h e t r u e e c o n o m i s t i s a g u i d e who a l w a y s keeps i n a d v a n c e , 

Ground Under Our F e e t , p . 9 1 ; and " P o l i t i c a l Economy i n A m e r i c a , " 
N o r t h A m e r i c a n Review 144 ( 1 8 8 7 ) : 115. 

20. D.W. N o b l e , o p . c i t . , p.166; an i n t e r e s t i n g example o f t h i s 
i s t o be f o u n d i n t h e i n t r o d u c t i o n by E l y t o t h e " H i s t o r y o f 
C o - o p e r a t i o n I n t h e U n i t e d S t a t e s , " Johns H o p k i n s U n i v e r s i t y S t u d i e s 
i n H i s t o r i c a l and P o l i t i c a l S c i e n c e 6 ( 1 8 8 8 ) : 5-9. Here E l y 
condemns e c o n o m i s t s f o r " c o n c e i t , " d o g m a t i s m , and a l a c k o f 
o b s e r v a t i o n and i n d u c t i o n i n t h e i r work. A f t e r t h i s a t t a c k on t h e 
l a c k o f a " s c i e n t i f i c " a p p r o a c h among most e c o n o m i s t s E l y s t a t e s i n 
c o n c l u s i o n t h a t " C h r i s t u t t e r e d a s c i e n t i f i c t r u t h , e n f o r c e d by 
e v e r y c a r e f u l and i n t e l l i g e n t o b s e r v e r o f economic phenomena, when 
he s a i s 'Seek ye f i r s t t h e k i n g d o m o f God and H i s r i g h t e o u s n e s s , 
and a l l t h e s e t h i n g s / e c o n o m i c goods/ 7 s h a l l be added u n t o y o u ' " . 
See a l s o R.T. E l y , The S o c i a l A s p e c t s o f C h r i s t i a n i t y (New Y o r k , 
1 8 8 9 ) . 
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E l y ' s v i e w s on t h e e v o l u t i o n o f s o c i e t y were an amalgam o f 

S p e n c e r i a n i d e a s and t h o s e o f t h e German h i s t o r i c a l s c h o o l . E l y 

saw i n t h e p r o c e s s o f e v o l u t i o n a " g r o w i n g c o m p l e x i t y and 
22 

c o h e r e n c e i n s o c i e t y , " a s t a t e m e n t r e m i n i s c e n t o f Spencer, b u t 

he a l s o made use o f a t h e o r y o f s t a g e s s i m i l a r t o t h o s e d e v e l o p e d 

by t h e h i s t o r i c i s t s . 

E l y ' s s t a g e s c o n s i s t e d o f a h u n t i n g and f i s h i n g s t a g e , a 

p a s t o r a l s t a g e , an a g r i c u l t u r a l s t a g e , a h a n d i c r a f t s t a g e , and 
23 

an i n d u s t r i a l s t a g e . E l y s a i d l i t t l e a b o u t t h e f o r c e s t h a t 

p r o v i d e d t h e dynamic f o r t h i s p r o c e s s up t o t h e i n d u s t r i a l s t a g e , 

and made l i t t l e a t t e m p t t o p r o v i d e a d e q u a t e e x p l a n a t i o n s o f t h e 

way i n w h i c h one s t a g e e v o l v e d i n t o t h e n e x t . E l y c o n c e n t r a t e d 

on t h e i n d u s t r i a l s t a g e and t h e r i s e and d e c l i n e o f c o m p e t i t i o n 

w i t h i n i t . O nly i n t h e case o f t h e i n d u s t r i a l s t a g e d i d E l y 

a t t e m p t t o i d e n t i f y t h e dynamic f o r c e s a t work. 

I n d u s t r i a l i s a t i o n and c o m p e t i t i o n u n d e r a s y s t e m o f i n d i v i d u a l 

f r e e c o n t r a c t r e s u l t e d , i n E l y ' s v i e w , i n a h o s t o f s o c i a l and 

economic p r o b l e m s . The s y s t e m o f f r e e i n d i v i d u a l c o n t r a c t was 

n o t a s y s t e m o f e q u a l i t y o f o p p o r t u n i t y , and was c o m p a t i b l e w i t h 

2 1 . R.T. E l y , " P o l i t i c a l Economy i n A m e r i c a , " o p . c i t . , p.115. 
22. R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , p 
23. I b i d . , pp.28-65. E l y compared h i s s y s t e m o f s t a g e s t o 

t h o s e o f L i s t , B u c h e r , H i d e b r a n d , and G i d d i n g s . I n d e e d E l y seems t o 
have m i s s e d t h e i m p o r t a n t d i f f e r e n c e s between t h e h i s t o r i c i s t s ' 
s y s t e m s o f s t a g e s and t h o s e p r o v i d e d by t h e e v o l u t i o n a r y s o c i o l o g i s t 
The f a c t t h a t G i d d i n g s ' s y s t e m was m o n o c a u s a l , u n i l i n e a r , and 
g e n e r a l , w h i l e t h o s e o f t h e h i s t o r i c i s t s were p l u r a l i s t i c and 
d e s i g n e d t o a p p l y o n l y t o Europe seems t o have been i g n o r e d by E l y . 
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c o n s i d e r a b l e i n e q u a l i t i e s i n b a r g a i n i n g power and w e a l t h . E l y 

d i d n o t a r g u e a g a i n s t i n e q u a l i t i e s based on g e n u i n e d i f f e r e n c e s 

between p e o p l e , b u t o n l y a g a i n s t m onopoly power o r b a r r i e r s t o 

e q u a l i t y o f o p p o r t u n i t y . L i k e w i s e , he d i d n o t a r g u e t h a t c o m p e t i t i o n 

was w h o l l y bad, o n l y t h a t c e r t a i n a s p e c t s o f t h e c o m p e t i t i v e 

p r o c e s s had u n d e s i r e a b l e r e s u l t s . ^ E l y ' s m a j o r c o n c e r n s were 

t h e p r o b l e m o f m o n o p o l y , t h e d i s t r i b u t i o n o f income and w e a l t h , 

what he c a l l e d t h e " p l a n e o f c o m p e t i t i o n , " and t h e waste o f 

economic r e s o u r c e s . 

M o n o p o l y , i n E l y ' s scheme, r e s u l t e d i n d i s t o r t i o n s i n t h e 

d i s t r i b u t i o n o f i n c o m e , h a r d s h i p t o t h e p o o r , and a c o n c e n t r a t i o n 

o f power t h a t was " u n d e m o c r a t i c " and " i n t o l e r a b l e i n a f r e e 
25 

c o u n t r y . " He d i s t i n g u i s h e d b etween " s o c i a l , " " n a t u r a l , " and 
" a r t i f i c a l " m o n o p o l i e s , s o c i a l m o n o p o l i e s b e i n g t h o s e e s t a b l i s h e d 

i n t h e p u b l i c i n t e r e s t such as p a t e n t s , c o p y r i g h t s , and t r a d e -
26 

m arks. N a t u r a l m o n o p o l i e s were t h e r e s u l t o f such t h i n g s as 

l i m i t e d s u p p l y , i n c r e a s i n g r e t u r n s t o s c a l e o r o t h e r r e t u r n s t o 

c o m b i n a t i o n , and s e c r e c y . E l y i n c l u d e d r a i l r o a d s , t e l e g r a p h , 
27 

w a t e r , gas, and e l e c t r i c i t y c o m p a n i e s i n t h i s c a t e g o r y . A r t i f i c i a l 

m o n o p o l i e s he d e f i n e d as t h o s e t h a t grew as t h e r e s u l t o f a 
24. R.T. E l y , " F u n d a m e n t a l B e l i e f s i n my S o c i a l P h i l o s o p h y , " 

The Forum 18 ( 1 8 9 4 / 9 5 ) : 178-183. See a l s o R.T. E l y , " P r o g r e s s i v i s m 
True and F a l s e , " Review o f Reviews 51 ( 1 9 1 5 ) : 2 0 9 - 2 1 1 ; R.T. E l y , 
" C o m p e t i t i o n , I t s N a t u r e , I t s Permanency and I t s B e n e f i c e n c e , " 
A m e r i c a n Economic A s s o c i a t i o n P u b l i c a t i o n s , 3 r d s e r . 2 ( 1 9 0 1 ) : 55-70; 
B.G. Rader, o p . c i t . , pp.83-105. E l y c l a i m e d t o be l o o k i n g f o r t h e 
"Golden Mean" between s o c i a l i s m and u n r e g u l a t e d c a p i t a l i s m . 

2 5. R.T. E l y , O u t l i n e s o f E c o n o m i c s , pp.295-296. 
26. R.T. E l y , M o n o p o l i e s and T r u s t s (New Y o r k , 1 9 0 0 ) , pp.42-55. 
27. I b i d . , pp.42-75. 
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s p e c i a l r e l a t i o n s h i p w i t h n a t u r a l m o n o p o l i e s , f o r i n s t a n c e t h e 
2 8 

s p e c i a l r a i l r o a d r a t e s g i v e n t o S t a n d a r d O i l . E l y ' s c o n c e r n 

was n o t w i t h l a r g e s c a l e p r o d u c t i o n as s u c h , b u t o n l y w i t h t h e 

power o f n a t u r a l m o n o p o l i e s and t h e p r i v i l e g e s g i v e n t o a r t i f i c a l 

m o n o p o l i e s . 

The d i s t r i b u t i o n o f income and w e a l t h was, f o r E l y , n o t 

s i m p l y t h e r e s u l t o f t h e m a r k e t demand and s u p p l y f o r f a c t o r s , 

b u t a l s o a m a t t e r o f r e l a t i v e b a r g a i n i n g power, t h e l a w s , r i g h t s , 

and d u t i e s r e l a t i n g t o p r o p e r t y and c o n t r a c t , and t h e e x i s t e n c e 

o r o t h e r w i s e o f l e g a l l y r e c o g n i s e d v e s t e d i n t e r e s t s . ^ Monopoly 

power, l a r g e d i f f e r e n c e s i n w e a l t h , and t h e s t r u c t u r e o f r i g h t s 

a l l l e a d t o d i f f e r e n c e s i n b a r g a i n i n g power, and E l y saw i n d i v i d u a l 

f r e e c o n t r a c t as l i t t l e more t h a n t h e medium t h r o u g h w h i c h 
31 

" e x i s t i n g i n e q u a l i t i e s and f o r c e s " e x p r e s s t h e m s e l v e s . 

The b a r g a i n i n g power o f w o r k e r s and t h e d i s t r i b u t i o n o f 

income was l i n k e d i n E l y ' s work t o t h e e x i s t e n c e o f c r i s e s and 

u n e m p l o y m e n t . E l y d i d n o t t a k e h i s t r e a t m e n t o f unemployment 

v e r y f a r , b u t he t e n d e d t o w a r d an u n d e r c o n s u m p t i o n i s t e x p l a n a t i o n , 

a l t h o u g h o f t e n s u p p l e m e n t e d by o t h e r e x p l a n a t i o n s c o n c e r n i n g 
32 

b a r r i e r s t o f r e e exchange o r m o n e t a r y " d i s t u r b a n c e s . 

28. R.T. E l y , S o c i a l i s m and S o c i a l Reform ( L o n d o n , 1 8 9 4 ) , pp. 
293-294. 

29. R.T. E l y , M o n o p o l i e s and T r u s t s , pp.141-213; R.T. E l y , 
"The N a t u r e and S i g n i f i c a n c e o f M o n o p o l i e s and T r u s t s , " I n t e r n a t i o n a l 
J o u r n a l o f E t h i c s 10 ( 1 9 0 0 ) : 282-293. See a l s o S. F i n e , "R.T. E l y , 
F o r e r u n n e r o f P r o g r e s s i v i s m , " o p . c i t . , p.613. 

30. R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , 
p p.74-85, 398-409; R~7T. E l y , P r o p e r t y and C o n t r a c t , 2 v o l s . ( L o n d o n , 
1914) 1: 9-35, and 2: .755-790.. 

3 1 . R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , 
p p.398-409. , 

32. R.T. Ely,. I n t r o d u c t i o n t o P o l i t i c a l Economy, pp.278-279; 
R.T. E l y , O u t l i n e s o f E c o n o m i c s , pp.230-245. I n l a t e r e d i t i o n s o f 
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E l y a l s o a r g u e d t h a t c o m p e t i t i o n may work t o l o w e r t h e 

e t h i c a l p l a n e o f c o m p e t i t i o n , by f o r c i n g a l l f i r m s t o c u t c o s t s 

i n o r d e r t o compete w i t h t h e f i r m w i t h t h e l o w e s t s t a n d a r d s i n 

such t h i n g s as w o r k i n g c o n d i t i o n s , l e n g t h o f t h e work day, and 

so o n . ^ I n a d d i t i o n E l y was c o n c e r n e d w i t h t h e " w a s t e s " o f 

c o m p e t i t i o n i n t e r m s o f t h e p r o d u c t i o n o f l u x u r y goods r a t h e r t h a n 

n e c e s s i t i e s , and t h e o v e r e x p l o i t a t i o n o f n a t u r a l r e s o u r c e s . ^ 

E l y d i d n o t , however, see t h e s o c i a l and economic o r d e r as 

s t a t i c b u t i n a p r o c e s s o f change. E l y a r g u e d t h a t as s o c i e t i e s 

grew i n c o m p l e x i t y and men had c l o s e r and "more v i t a l " c o n t a c t 

w i t h each o t h e r t h e y w o u l d become more " s o c i a l , c o n s c i o u s , and 
35 

e t h i c a l " i n t h e i r b e h a v i o u r . Such c h a r a c t e r i s t i c s as l o v e , 

g e n e r o u s i t y , n o b i l i t y o f c h a r a c t e r , s e l f - s a c r i f i c e , and b r o t h e r h o o d , 

w h i c h were t h e " b e s t and t r u e s t " a s p e c t s o f human n a t u r e , w o u l d 

g r a d u a l l y come t o t h e f o r e . ^ C o l l e c t i v e a c t i o n w o u l d r e p l a c e 

i n d i v i d u a l a c t i o n , g o v e r n m e n t w o u l d a d o p t b r o a d e r r e s p o n s i b i l i t i e s , 

and t h e l e g a l f r a m e w o r k w o u l d g r a d u a l l y change t o b r i n g a b o u t 
37 

a g r e a t e r r e c o g n i t i o n o f t h e s o c i a l s i d e o f p r o p e r t y . 

t h e O u t l i n e s t h e t r e a t m e n t o f c r i s e s was expanded b u t t h e i d e a s were 
v e r y l a r g e l y t h o s e o f A.A. Young who, a l o n g w i t h T.S. Adams, and 
M..0. L o r e n z , u n d e r t o o k t h e r e v i s i o n and e x p a n s i o n o f t h e t e x t . 

33. R.T. E l y , S o c i a l i s m and S o c i a l Reform, pp.317-322; R.T. E l y 
" F u n d a m e n t a l B e l i e f s i n my S o c i a l P h i l o s o p h y , " op. c i t . , p.180; R.T. 
E l y , O u t l i n e s o f Econ o m i c s , r e v . ed. (New Y o r k , 1 9 0 9 ) , p.467; R.T. 
E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy, pp.83-84. 

34. R.T. E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy, pp.272-277; 
R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , pp.90-93; 
R. T.- E l y , O u t l i n e s o f Ec o n o m i c s , r e v . ed.. , p.469. 

3 5. R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , p 
90; R.T. E l y , O u t l i n e s o f f conomi.c.s., p.. 253. ,' 

36. R...T. E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy, pp.67-68; B.G. 
Rader, op . c i t • , pp.48-52. 

37. R.T. E l y , " P r o g r e s s i v i s m T r u e and F a l s e , " op . . c i t . , p.209; 
R.T... E.l.y., P r o p e r t y , .a.n.d C o n t r a c t . , 1 : 51-66; R.T. E l y , S t u d i e s i n t h e 
E v o l u t i o n o f I n d u s t r i a l S o c i e t y , pp.87-89. 
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E l y a r g u e d t h a t a l l o f t h e s e t h i n g s were t a k i n g p l a c e and 

t h a t w i t h i n t h e " p r e s e n t phase o f i n d u s t r i a l e v o l u t i o n " 

c o o p e r a t i o n and c o l l e c t i v i s m w o u l d grow, g r e a t e r f o r e s i g h t w o u l d 

be d e v e l o p e d , and c o m p e t i t i o n w o u l d mount t o h i g h e r and h i g h e r 

e t h i c a l l e v e l s , l e a v i n g b e h i n d t h e " c o n t e s t s f o r b a r e s u b s i s t e n c e 

t o engage i n c o n t e s t s f o r n o b l e p r o g r e s s o f t h e m i n d , and f o r 
3 8 

o p p o r t u n i t i e s o f s o c i a l s e r v i c e . " 

A l t h o u g h t h i s g i v e s t h e i m p r e s s i o n t h a t E l y f e l t t h a t t h e 

e v o l u t i o n a r y p r o c e s s need o n l y be l e f t a l o n e f o r p r o g r e s s t o 

o c c u r , t h i s i s n o t t h e c a s e . For E l y , " t h e economic l i f e o f man 
39 

t o some c o n s i d e r a b l e e x t e n t i s t h e p r o d u c t o f human w i l l . " The 

o p t i m i s t i c o u t l o o k , o f t h e e v o l u t i o n a r y p r o c e s s was, t o E l y , what 

was p o s s i b l e p r o v i d e d men a c t e d t o c r e a t e such a w o r l d . As N o b l e 

p u t s i t : 

Those who f o u g h t on t h e s i d e o f t h e f u t u r e were n o t 
d e s t i n e d t o l o s e . Yet E l y warned t h a t i t r e s t e d 
w i t h h i s g e n e r a t i o n t o see w h e t h e r t h e f o r c e s o f 
s o c i a l u n i o n w o u l d t r i u m p h o v e r t h e f o r c e s o f s o c i a l 
d i s i n t e g r a t i o n . The d i g n i t y o f man r e s t e d on t h e 
f a c t t h a t he, p e r s o n a l l y , was r e s p o n s i b l e f o r t h e 
f r u i t i o n o f t h i s p r o c e s s o f e v o l u t i o n . S c i e n c e 
r e v e a l e d t h e o u t l i n e s o f p r o g r e s s , b u t e v e r y t h i n g 
depended on w h e t h e r man w i l l e d and c r e a t e d a w o r l d 
t h a t w o u l d f u l f i l l t h i s destiny.,„ 

y 40 

E l y ' s g o a l was t h e " p e r f e c t d e v e l o p m e n t o f a l l human f a c u l t i e s 

i n each i n d i v i d u a l , " w h i c h i n p r a c t i c a l t e r m s came down t o a 
41 

r e g i m e o f w i d e l y d i f f u s e d w e a l t h and e q u a l o p p o r t u n i t y . 38. R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , 
p p.90-93, 128-143; R.T. E l y , " C o m p e t i t i o n , I t s M a t u r e , I t s Permanence, 
and I t s B e n e f i c i e n c e , " o p . c i t . , pp.55-70. 

39. R.T. E l y , " E t h i c s and Ec o n o m i c s , " o p . c i t . , p.48. 
40. D.W. N o b l e , ' o p . c i t . , pp.169-170. 
.4.1. R. t . E l y , " F u n d a m e n t a l B e l i e f s i n m y S o c i a l P h i l o s o p h y , " 

op . c i t . , pp.1 78-183. 
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E l y ' s Reform P r o p o s a l s . 

E l y ' s r e f o r m p r o p o s a l s a r e d i r e c t l y r e l a t e d t o h i s n o r m a t i v e 

g o a l and h i s a n a l y s i s o f m o n o p o l y , d i s t r i b u t i o n , and t h e p l a n e 

o f c o m p e t i t i o n . The m a j o r t o o l s i n t h e programme o f " s e l f -

c o n s c i o u s s o c i a l a c t i o n " were t h e g o v e r n m e n t , l a b o u r u n i o n s , t h e 

l e g a l s y s t e m , and t h e c h u r c h . 

T r a d e u n i o n s c o u l d a c t t o e q u a l i s e b a r g a i n i n g power and r a i s e 

" t h e s t a n d a r d o f l i f e " f o r workmen. E l y had no d o u b t t h a t u n i o n s 

c o u l d i m p r o v e b o t h wage and non-wage c o n d i t i o n s and he a l s o l o o k e d 

t o u n i o n s t o work a g a i n s t p ayments i n k i n d , t h e a c t i v i t i e s o f 

company s t o r e s , n o n - t r a n s f e r a b l e i n s u r a n c e schemes, p o o r work 

c o n d i t i o n s , c h i l d and f e m a l e l a b o u r , o v e r - l o n g w o r k i n g h o u r s , and 

u n c o n t r o l l e d i m m i g r a t i o n . E l y a r g u e d f u r t h e r t h a t u n i o n s had 

g r e a t e d u c a t i o n a l v a l u e and c o u l d awaken i n workmen a r e s p e c t and 

r e g a r d f o r o t h e r s and i n s t i l l " p r u d e n c e i n m a r r i a g e . 

E l y f e l t t h a t t h r o u g h " r e g u l a t e d a s s o c i a t i o n " came f r e e d o m 

and i n d i v i d u a l i t y . 

The e r a o f i n d i v i d u a l b a r g a i n i n g has p a s s e d away... 
and i s v e r y n e a r l y a t h i n g o f t h e p a s t i n a l l 
l a r g e s c a l e p r o d u c t i o n . We must a d j u s t o u r s e l v e s 
t o c o l l e c t i v e b a r g a i n s b e t w e e n o r g a n i s e d l a b o r 
on t h e one hand and o r g a n i s e d c a p i t a l on t h e o t h e r . 
Mot s u p p r e s s i o n o f o r g a n i s a t i o n , b u t r e g u l a t i o n 
o f o r g a n i s a t i o n must be o u r w a t c h w o r d . ^ 

C o l l e c t i v e b a r g a i n i n g s u p p l e m e n t e d by a r b i t r a t i o n and c o n c i l i a t i o n 
44 

was E l y ' s f o r m u l a f o r i n d u s t r i a l p eace. 

42. R.T. E l y , O u t l i n e s o f Economics, pp.180-198; R.T. E l y , The 
L a b o r Movement i n A m e r i c a (Lo.ndon, 1890) , pp.92-140; B.G. Rader, 
o p . c i t . , pp.76-82. As Rader n o t e s E l y c r e d i t e d u n i o n s w i t h " a l m o s t 
e v e r y c o n c e i v a b l e good . ". . 

43. 'R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , 
p p . 3 0 0 - 3 0 1 . 

44. 'R.T. E l y , "A Program f o r L a b o r Reform," C e n t u r y , n.s. 17 
( 1 8 9 0 ) : 9 3 8 - 9 5 1 ; R.T. E l y , " L a b o r O r g a n i z a t i o n s , 11 C h r i s t i a n A d v o c a t e 
66 ( 1 8 9 1 ) : 6 0 2 ; R.T. E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy, p.226. 
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Government was a l s o g i v e n a l a r g e r o l e by E l y , p r i n c i p a l l y 

i n t h e c o n t r o l o f m o n o p o l i e s and i n r a i s i n g t h e e t h i c a l l e v e l 

o f c o m p e t i t i o n . E l y a r g u e d t h a t n a t u r a l m o n o p o l i e s s h o u l d be 

un d e r some k i n d o f p u b l i c c o n t r o l . A t f i r s t E l y f a v o u r e d p u b l i c 

o w n e r s h i p , b u t l a t e r came t o s u p p o r t t h e use o f r e g u l a t o r y 
45 

c o m m i s s i o n s . The p r e s e n t a r r a n g e m e n t s f o r s o c i a l m o n o p o l i e s 

he c o n s i d e r e d a d e q u a t e on t h e w h o l e , w h i l e a r t i f i c i a l m o n o p o l i e s 

c o u l d n o t e x i s t i f n a t u r a l m o n o p o l i e s were c o n t r o l l e d . E l y 

opposed t h e b r e a k i n g up o f l a r g e f i r m s s i m p l y because t h e y were 

l a r g e . He a r g u e d t h a t a c t i o n - s h o u l d be t a k e n n o t a g a i n s t l a r g e 

s c a l e , p r o v i d e d i t was t h e r e s u l t o f economic f o r c e s , b u t o n l y 
46 

a g a i n s t any a t t e n d a n t a b u s e s . The r e g u l a t i o n o f more c o m p e t i t i v e 

i n d u s t r i e s E l y l e f t l a r g e l y t o t h e m a r k e t , a l t h o u g h he d i d 

s u g g e s t t h a t c o r p o r a t i o n s be r e q u i r e d t o d i s c l o s e more i n f o r m a t i o n , 

f e l t t h a t t h o s e who s i g n e d a company's p r o s p e c t u s s h o u l d have a 

r e s p o n s i b i l i t y t o t h e i n v e s t o r s , and a r g u e d f o r some r e s t r i c t i o n 

o f u n l i m i t e d l i a b i l i t y . B u r e a u s o f c o r p o r a t i o n s w o u l d e n f o r c e 

t h e s e r e g u l a t i o n s . ^ 

45. R.T. E l y , S o c i a l i s m and S o c i a l R e f o r m , pp.292-293; and 
S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , pp.226-237. For E l y ' 
l a t e r p o s i t i o n see R.T. E l y , "Government i n B u s i n e s s and t h e G e n e r a l 
W e l f a r e , " Review o f Reviews B4 ( 1 9 3 1 ) : 44-47; and B.G. Rader, o p . c i t . 
E l y i n h i s e a r l y work saw huge b e n e f i t s c o m i n g f r o m s t a t e o w n e r s h i p . 
For d e t a i l s o f t h i s see R.T. E l y , "The A d v a n t a g e s o f P u b l i c Owner
s h i p and Management o f N a t u r a l M o n o p o l i e s , " Cosmopo l i t a n 3Q ( 1 9 0 1 ) : 
557-60; R.T. E l y , " N a t u r a l M o n o p o l i e s and t h e Workingman. A Program 
o f S o c i a l R e f orm," N o r t h A m e r i c a n Review 158 ( 1 8 9 4 ) : 194-303; and 
S. F i n e , "R.T. E l y , F o r e r u n n e r o f P r o g r e s s i v i s m , " o p . c i t . , pp.613-614 

46. R.T. E l y , M o n o p o l i e s and T r u s t s , pp.42-55, 141-213; and 
R.T. E l y , "The N a t u r e and; S i g n i f i c a n c e o f M o n o p o l i e s and T r u s t s , " 
I n t e r n a t i o n a l J o u r n a l o f E t h i c s 10 (-1900).: 282-283; see a l s o S. F i n e , 
"R.T. E l y , F o r e r u n n e r o f P r o g r e s s i v i s m , " op. c i t . , p.613. E l y a l s o 
w i s h e d t o see t h e r e m o v a l o f t a r i f f s and t h e m o d i f i c a t i o n o f p a t e n t 
l a w s where t h e s e were t e n d i n g , to. p r o m o t n m o n o p o l y . 

47. 'R.T. E l y , M o n o p o l i e s and. T r u s t s , pp. 2,6.4-2.7.1.; R.T. E l y , 
"The F u t u r e o f C o r p o r a t i o n s , " H a r p e r s M o n t h l y Magazine 75 ( 1 8 8 7 ) : 
265-266. 
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E l y d e s i r e d l e g i s l a t i o n t o e s t a b l i s h a h i g h e r e t h i c a l p l a n e 

o f c o m p e t i t i o n , i n c l u d i n g l a w s t o p r o t e c t l a b o u r , h e a l t h and 

s a f e t y r e g u l a t i o n s , c o n t r o l s o u e r c h i l d l a b o u r , - c ompensation 

f o r i n j u r y i n t h e work p l a c e , t h e e i g h t h o u r day, and consumer 

p r o t e c t i o n , p a r t i c u l a r l y p u r e f o o d l a w s . On t o p o f t h i s E l y 

s o u g h t t o e s t a b l i s h s o c i a l i n s u r a n c e and p e n s i o n schemes, i n h e r i t a n c e 

and income t a x e s , t a x e s on m o n o p o l i e s , e x t e n s i o n s t o p u b l i c 

e d u c a t i o n , s l u m c l e a r a n c e , and p u b l i c h o u s i n g . ^ 

E l y was a l s o c o n c e r n e d w i t h unemployment and t h e use o f 

n a t u r a l r e s o u r c e s . He a d v o c a t e d t h e s e t t i n g up o f employment 

a g e n c i e s , p u b l i c works programmes d u r i n g d e p r e s s i o n s , and a t one 

s t a g e even s u g g e s t e d t h a t t h e g o v e r n m e n t g u a r a n t e e a r i g h t t o a 

j o b . To ease t h e b u r d e n o f t e c h n o l o g i c a l unemployment E l y a r g u e d 

t h a t w o r k e r s c o u l d be g i v e n a v e s t e d r i g h t i n t h e i r s k i l l and 

t h a t t h e g o v e r n m e n t c o u l d pay c o m p e n s a t i o n t o t h o s e made r e d u n d a n t , 
49 

t h e r e b y s p r e a d i n g t h e c o s t s o f change. C o n c e r n i n g r e s o u r c e use 

E l y worked t o w a r d e s t a b l i s h i n g an " A m e r i c a n l a n d p o l i c y " and 

c o n t r o l s o v e r t h e use o f f o r e s t and m i n e r a l r e s o u r c e s . ^ 

T h i s a m b i t i o u s r e f o r m programme was t o be r o u n d e d o f f by 

a s e r i e s o f p o l i t i c a l r e f o r m s d e s i g n e d t o make g o v e r n m e n t and 

t h e c i v i l s e r v i c e more r e s p o n s i v e t o p u b l i c w i l l , more e f f i c i e n t , 

48. R.T. E l y , S o c i a l i s m and S o c i a l Reform, pp.317-333; R.T. E l y , 
" f u n d a m e n t a l B e l i e f s i n My S o c i a l P h i l o s o p h y , " o p . c i t . , p.180; R.T. 
E l y , "The Next T h i n g s i n S o c i a l R e f orm," C h r i s t i a n U n i o n 43 ( 1 8 9 1 ) : 
531-532; R.T. E l y , O u t l i n e s o f E c o n o m i c s , pp.348-367; R.T. E l y , 
N a t u r a l M o n o p o l i e s and S o c i a l T a x a t i o * n ["Boston, 1 8 8 9 ) ; R.T. E l y , 
Pro b l e m s o f Today (New York, 1 8 9 0 ) , pp.231-245; R.T. E l y , "The 
Impr o v e m e n t o f M u n i c i p a l Government," C h r i s t i a n U n i o n 42 ( 1 8 9 0 ) : 
4 6 0 - 4 6 1 ; R.T. E l y , The Coming. .City, (.New York,. .1902). 

.4.9. R.T. E l y , S o c i a l i s m and S o c i a l Reform, p p . 3 2 8 - 3 3 1 ; R.T. E l y , 
Hard Times (New Y o r k , 1 9 3 1 ) ; R.T. E l y , "The. Next. T h i n g s i n S o c i a l 
Reform," o p . c i t . , pp.531-532; R.T. E l y , P r o p e r t y and C o n t r a c t , 2 : 755-
774. 

50. R.T. E l y , I n t r o d u c t i o n t o P o l i t i c a l Economy, pp.90-93; 
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5 1 

and l e s s c o r r u p t , and crowned by a programme o f e d u c a t i o n 
5 2 

d e s i g n e d t o " p r e p a r e . . . y o u t h f o r i n d e p e n d e n t economic e x i s t e n c e . " 

As s h o u l d be o b v i o u s f r o m t h e above E l y ' s v e r s i o n o f 

p r o g r e s s i v i s m h a r d l y d e s e r v e d t h e c h a r g e s o f s o c i a l i s m t h a t were 

o f t e n l e v e l l e d a t h i m . I n d e e d E l y went t o c o n s i d e r a b l e l e n g t h s 
53 

t o d e m o n s t r a t e h i s a n t i p a t h y t o s o c i a l i s t i d e a l s . E l y was 

f i r s t and f o r e m o s t a C h r i s t i a n r e f o r m e r , who was most c o n c e r n e d 

n o t t o abandon i n s t i t u t i o n s w h i c h s e r v e d t h e i r f u n c t i o n s . E l y 

a r g u e d : 
I t i s t h e p r e s e n t w r i t e r s b e l i e f . . . t h a t o u r s o c i a l 
o r d e r has g r e a t v i t a l i t y , t h a t i t i s sound i n i t s 
most e s s e n t i a l e l e m e n t s , t h a t a w i d e l y d i f f u s e d 
o w n e r s h i p o f w e a l t h i s p r a c t i c a b l e , and t h a t t h e 
work w h i c h i s r e q u i r e d i s i m p r o v e m e n t a l o n g e x i s t i n g 
l i n e s . . . W e a r e s h a p i n g s o c i e t y i n o r d e r t o a c c o m p l i s h 
ends w h i c h we have i n v i e w , and we do n o t change 
f u n d a m e n t a l i n s t i t u t i o n s w h i c h a r e even t o l e r a b l y 

R.T. E l y , e t a l . , The F o u n d a t i o n s o f N a t i o n a l / P r o s p e r i t y ; S t u d i e s i n 
t h e C o n s e r v a t i o n o f Permanent N a t u r a l R e s o u r c e s (New Y o r k , 1 9 1 8 ) , pp. 
15-16; R.T. E l y , Land Economics" ( M a d i s o n , 1928) ; B.G. Rader, op. c i t . , 
pp.192-222. E l y d i d much t o f o r w a r d t h e s t u d y o f l a n d and r e s o u r c e 
e c o n o m i c s . 

5 1 . E l y became l e s s e n t h u s i a s t i c as he became o l d e r . See 
R.T. E l y , S o c i a l i s m and S o c i a l Reform, pp.344-349; and R.T. E l y , 
" P r o g r e s s i v i s m T r u e and F a l s e , " o p . c i t . , p.210. 

52. R.T. E l y , S o c i a l i s m and S o c i a l R e f o r m , pp.324-326; and 
R.T. E l y , " P r o g r e s s i v i s m T r u e and F a l s e , " o p . c i t . , p . 2 1 1 . 

53. The a t t a c k s on E l y i n c l u d e d a r t i c l e s by Simon Newcomb, 
and D.E. W e l l s . See S. Newcomb , "Dr. E l y on t h e L a b o r Movement," 
The N a t i o n 43 ( 1 8 8 6 ) : 293-294; O.E. W e l l s , "The C o l l e g e A n a r c h i s t , " 
l e t t e r t o The N a t i o n 59 ( 1 8 9 4 ) : 27. I t was p r i n c i p a l l y E l y ' s 
e a r l y work on t h e l a b o u r movement and h i s s u p p o r t o f t h e K n i g h t s o f 
L a b o r t h a t l e d t o t h e s e a t t a c k s . E l y was l a t e r t o become more 
c o n s e r v a t i v e , s u p p o r t i n g Gompers' n o n - p o l i t i c a l u n i o n i s m . See 
R.T. E l y , Ground Under Our F e e t , p p . 7 0 - 7 1 ; E l y ' s r e p l y t o h i s 
c r i t i c s i s c o n t a i n e d i n R.T. E l y , " F u n d a m e n t a l B e l i e f s i n My S o c i a l 
P h i l o s o p h y , " o p . c i t . ; see a l s o The E l y I n v e s t i g a t i o n . C o m m u n i c a t i o n s 
o f S u p e r i n t e n d a n t W e l l s t o t h e ' I n v e s t i g a t i n g C o m m i t t e e ( 1 8 9 4 ) ; ML 
C u r t i and \J. C a r s t e n s e n , The U n i v e r s i t y o f W i s c o n s i n 1848-1925 
( M a d i s o n , 1 9 4 9 ) , 1 : 508-527. C o a t s c o n s i d e r s t h a t E l y had r a t h e r 
a s k e d f o r t r o u b l e i n some o f h i s w r i t i n g s . N e v e r t h e l e s s he was 
e x o n e r a t e d f r o m t h e c h a r g e s made by W e l l s , who was t h e n W i s c o n s i n ' s 
S u p e r i n t e n d e n t o f P u b l i c E d u c a t i o n . See A.W. C o a t s , "R.T. E l y , " 
op. c i t . For an a n a l y s i s o f E l y ' s g r a d u a l movement t o w a r d s more 
c o n s e r v a t i v e p o s i t i o n s see B.G. Rader, o p . c i t . , pp.130-158. Rader 



s a t i s f a c t o r y . ^ 

E l y a r g u e d t h a t s o c i a l i s m was b o t h " n e e d l e s s " and " h o p e l e s s " 

as t h e e x i s t i n g " s o c i o - e c o n o m i c o r d e r " p o s s e s s e d b o t h s t r e n g t h 

and p u r p o s e . 

I n c o n c l u s i o n , E l y saw t h i s " s o c i o - e c o n o m i c o r d e r " l y i n g 

on a f o u n d a t i o n w h i c h c o n s i s t e d e s s e n t i a l l y o f c o n t r a c t and 

p r o p e r t y r i g h t s . The o p e r a t i o n o f t h i s o r d e r , however, a l s o 

depended on " f o r c e s o f t h e second r a n k : " c u s t o m , c o m p e t i t i o n , 
5 6 

mon o p o l y , a u t h o r i t y , and b e n e v o l e n c e . The o p e r a t i o n o f t h e 

s y s t e m c o u l d t h u s be a l t e r e d by c h a n g i n g e i t h e r t h e f u n d a m e n t a l 

i n s t i t u t i o n s o f c o n t r a c t and p r o p e r t y r i g h t s o r by w o r k i n g on 

t h e second r a n k f o r c e s , o r b o t h . E l y saw t h i s as a c h i e v a b l e 

p r i n c i p a l l y t h r o u g h changes i n l a w , t h e e x t e n s i o n o f g o v e r n m e n t 

f u n c t i o n s , t h e g r o w t h o f t r a d e u n i o n s , and t h e p r o g r e s s o f s o c i a l 

C h r i s t i a n i t y . 

T h i s was c o m p a t i b l e w i t h l i b e r t y a s, f o r E l y , l i b e r t y meant 

t h e f u l l " e x p r e s s i o n o f t h e p o s i t i v e powers o f t h e i n d i v i d u a l , " 

m eaning " t h o s e powers o f c o n t r i b u t i n g t o s o c i a l good w i t h w h i c h 

we b e l i e v e t h e members o f s o c i e t y t o be endowed; i n s h o r t by t h e 

g r e a t e r power on t h e p a r t o f t h e c i t i z e n s as a body t o make t h e 
57 

most and b e s t o f t h e m s e l v e s . " Government a c t i o n , t o E l y , was 
5 8 

s i m p l y an e x p r e s s i o n o f t h e s o c i a l w i l l . 

s u g g e s t s i t was E l y ' s d e s i r e f o r p r o f e s s i o n a l s t a n d i n g t h a t l e d 
him t o m o d e r a t e h i s v i e w s . 

54. R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , 
pp.464-465. 

55. I b i d . See a l s o R.T. E l y , " P r o g r e s s i v i s m T r u e and F a l s e , " 
op . c i t . 

56. R.T. E l y , P r o p ex t y. and, C o;n t r a c t , . 1 : 5 3-5 8... 
57. R.T. E l y , S t u d i e s i n t h e E v o l u t i o n o f I n d u s t r i a l S o c i e t y , 

pp.398-409. 
58. R.T. E l y , " F r a t e r n a l i s m vs P a t e r n a l i s m i n Government," 

C e n t u r y 33 ( 1 8 9 8 ) : 781-784. 
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The i m p o r t a n t p o i n t t o t a k e f r o m E l y ' s work on e c o n o m i c s 

i s t r i e e x t e n t t o w h i c h he came t o a c c e p t m a r g i n a l i s t t h e o r y . On 

t h e whole he s o u g h t t o add t o , m o d i f y , and i m p r o v e , t h e o r t h o d o x 

e c o n o m i c s r a t h e r t h a n abandon i t a l t o g e t h e r . He s o u g h t t o make 

ec o n o m i c s more d y n a m i c , b e t t e r i n t e g r a t e d , l e s s a b s t r a c t , and 

hence a s a f e r g u i d e t o p o l i c y . However, E l y ' s e f f o r t s a l o n g 

t h e s e l i n e s p r o v e s l e s s u s e f u l t h a n m i g h t have been because o f 

h i s d e t e r m i n a t i o n t o f i t h i s e c o n o m i c s i n t o a f r a m e w o r k o f s o c i a l 

C h r i s t i a n i t y , and t o d e r i v e r e f o r m i s t c o n c l u s i o n s . E l y ' s g r e a t 

c o n t r i b u t i o n l a y l e s s i n h i s e c o n o m i c s t h a n i n h i s c h a m p i o n i n g 

o f a v a s t number o f r e f o r m s , a g r e a t number o f w h i c h have 

s u b s e q u e n t l y been e n a c t e d . 

I I H.C. Adams. 

Adams' work d i f f e r s f r o m E l y ' s p r i n c i p a l l y due t o t h e f a c t 

t h a t Adams was a more c a u t i o u s w r i t e r who t e n d e d t o c o n c e n t r a t e 

on e x a m i n i n g p a r t i c u l a r t o p i c s . Thus, a l t h o u g h E l y d i d n o t 

a t t e m p t a f u l l y worked o u t t h e o r y o f economic e v o l u t i o n , Adams 

went even l e s s f a r i n t h i s r e s p e c t . 

C e r t a i n l y he s h a r e d many o f E l y ' s i d e a s a b o u t t h e p o t e n t i a l 

r o l e o f g o v e r n m e n t , t h e r e l a t i o n s h i p b etween l a w and e c o n o m i c s , 
59 

and t h e r o l e o f s o c i a l C h r i s t i a n i t y , b u t he t e n d e d t o c o n f i n e 

h i m s e l f , i n t h e b u l k o f h i s work, t o p r o v i d i n g c l o s e a n a l y s e s o f 

59. See H.C. Adams, Two E s s a y s , ed., 3. Dorfman (New Y o r k , 
1 9 5 4 ) ; H.C. Adams, "Economics and J u r i s p r u d e n c e " i n H.C. Adams, 
e t a l . , S c i e n c e Economic D i s c u s s i o n , p p . 8 0 - 9 1 ; H.C. Adams, O u t l i n e 
o f L e c t u r e s on P o l i t i c a l Economy .(.Baltimore,. 1 8 8 8 ) ; .H.C. Adams, 
"The S o c i a l M i n i s t r y o f W e a l t h , " I n t e r n a t i o n a l J o u r n a l o f E t h i c s 
4 (-1894): 173-188; H.C. Adams, "An l n.Lor.p r e l a L i o n o f t h e S o c i a l 
Movements o f Our Time," I n t e r n a t i o n a l J o u r n a l o f E t h i c s 2 ( 1 8 9 1 ) : 32-
50; and. L... Uo.li.n.,. "Henry C a r t e r Adams: C r i t i c o f L a i s s e z - F a i r e , " 
J o u r n a l o f S o c i a l P h i l o s o p h y 3 ( 1 9 3 8 ) : 235-250. 
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p a r t i c u l a r i s s u e s , r a t h e r t h a n f o l l o w i n g E l y i n t o b r o a d 

p r o n o u n c e m e n t s on t h e s t a g e s o f g r o w t h and man's e v o l u t i o n . 

N e v e r t h e l e s s , i t i s c l e a r t h a t an i d e a o f t h e e v o l u t i o n a r y 

p r o c e s s v e r y c l o s e t o E l y ' s u n d e r l a y Adams' t h i n k i n g . 

Method and Scope. 

Adams was a l s o a German t r a i n e d e c o n o m i s t , h a v i n g s t u d i e d 

w i t h Wagner, A d o l f H e l d , and E. E n g l e . 6 0 On method Adams f o l l o w e d 

Wagner's p o s i t i o n on t h e n e c e s s i t y o f u s i n g b o t h i n d u c t i o n and 

d e d u c t i o n . N e v e r t h e l e s s , t h e r e i s an i n d u c t i v e b i a s i n Adams' 

work, and he n e v e r came t o a c c e p t m a r g i n a l i s t d o c t r i n e t o t h e 
61 

same e x t e n t as E l y . I n 1896 he w r o t e : 
To my mind t h e A u s t r i a n s c h o o l has a l r e a d y e x h a u s t e d 
i t s e l f and I am w o n d e r i n g w h e t h e r so c l e a r a man 
as C l a r k w i l l be a b l e , a f t e r c o m m i t t i n g h i m s e l f t o 
t h e m e c h a n i c a l r e a s o n i n g o f t h e S c h o o l , / t o overcome/ 
i t s l i m i t a t i o n s . ^ 2 

On t h e m a t t e r o f scope Adams a c c e p t e d t h e o r g a n i c v i e w o f 

s o c i e t y and a r g u e d t h a t t h e r e was a c l o s e r e l a t i o n s h i p b e t w e e n 

e c o n o m i c s and j u r i s p r u d e n c e , as j u r i s p r u d e n c e gave t h e " s t r u c t u r e 

and t h e l i m i t s w i t h i n w h i c h i n d u s t r i a l a c t i v i t y i s c a r r i e d o n . " ^ 

60. For d e t a i l s o f Adams' c a r e e r see J. Dorfman's i n t r o d u c t i o n 
t o h i s e d i t i o n o f H.C. Adams, Two E s s a y s , pp.3-55. 

6 1 . I b i d . , pp.15-20; H.C. Adams, O u t l i n e o f L e c t u r e s on 
P o l i t i c a l Economy, pp.11-14; see a l s o h i s H i s t o r y o f E n g l i s h 
I n d u s t r i a l D e v e l o p m e n t (Ann A r b o r , 1 8 9 8 ) ; and " T a x a t i o n i n t h e 
U n i t e d S t a t e s 1789-1816," Johns H o p k i n s U n i v e r s i t y S t u d i e s i n 
H i s t o r i c a l and P o l i t i c a l S c i e n c e , 2nd s e r . 5-6 (1884)-. T h i s l a s t 
i t e m was Adams'Ph.D. t h e s i s . See a l s o H.C. Adams, "Ten Y e a r s o f 
P o l i t i c a l Economy i n t h e U n i t e d S t a t e s , " The I n l a n d e r 1 ( 1 8 9 1 ) : 16-
24. 

62. H.C. Adams t o E.A.R. S e l i g m a n , June 1, 1896, q u o t e d by 
A.W. Coats "The . F i r s t Two Decades, o f t h e A m e r i c a n Economic 
A s s o c i a t i o n , " A m e r i c a n Economic Review 50 ( 1 9 6 0 ) : 569, n.28. C o a t s 
s u g g e s t s t h a t t h i s a t t i t u d e t o w a r d s m a r g i n a l i s m was, i n p a r t , due 
t o Adams' l a c k o f t h e o r e t i c a l a b i l i t y . 

63. H.C. Adams, "Economics and J u r i s p r u d e n c e , " o p . c i t . , pp.80-
9 1 , and " A n o t h e r View o f Economic Laws and M e t h o d , " i b i d . , pp.98-103 
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Adams was a t t a c k e d f o r t h i s v i e w by W.G. Sumner and A.T. 

H a d l e y . Sumner a r g u e d t h a t Adams was c o n f u s i n g e c o n o m i c s and 

p o l i t i c s and t h a t such t h i n g s as t r a d i t i o n had n o t h i n g t o do 

w i t h t h e " l a w s o f money as deduced by s c i e n c e . " Adams r e p l i e d 

t h a t i n d e e d h a b i t , c u s t o m , and e d u c a t i o n d i d i n f l u e n c e t h e 
64 

m o n e t a r y c o n d u c t o f p e o p l e . H a d l e y ' s c r i t i c i s m was d i r e c t e d 

more a t Adams' i n c l u s i o n o f l a w , H a d l e y p u t t i n g f o r w a r d t h e v i e w 

t h a t e c o n o m i c s r e s t e d on "a few s i m p l e i d e a s a b o u t human n a t u r e . " 

Adams r e p l i e d t h a t such a b a s i s was i n a d e q u a t e t o " e x p l a i n a l l 

i n d u s t r i a l f a c t s . " Mot o n l y d i d e c o n o m i s t s need t o know a b o u t 

human n a t u r e b u t a l s o a b o u t p h y s i c a l l a w s , such as d i m i n i s h i n g 

r e t u r n s , and t h e l e g a l s t r u c t u r e . Adams a l s o t o o k e x c e p t i o n t o 

H a d l e y ' s i d e a o f " r i g i d l a w s , " and p o i n t e d o u t t h a t economic 

t r u t h s a r e r e l a t i v e . ^ 

A c c o r d i n g t o Adams s o c i a l s c i e n c e i s t h e s t u d y o f an o r g a n i s m 

w h i c h i s g r o w i n g . T h i s o r g a n i s m may e i t h e r be moved by no 

c o n s c i o u s p u r p o s e , i n w h i c h case l a i s s e z - f a i r e i s i n d i c a t e d , o r 

t h e o r g a n i s m may be moved by c o n s c i o u s a c t i v i t y , w h i c h l e a d s t o 

" p o s i t i v e s t u d y and r e f o r m . 

Adams a r g u e d t h a t p e o p l e ' s b e h a v i o u r c o u l d be m o d i f i e d v i a 

t h e l a w , w h i c h i s seen as t h e "means by w h i c h t h e s o c i a l o r g a n i s m 

may r e a c h i t s p u r p o s e . " Here a g a i n Adams e m p h a s i s e s t h e need 

f o r an o r g a n i c v i e w as when c h a n g i n g s o m e t h i n g an awareness o f 

64. I b i d . ; and H.C. Adams, Two Essays, E d i t o r ' s i n t r o d u c t i o n 
by 3. D o r f m a n , pp.24-25. 

65. A.T. H a d l e y , "Economic Laws and Me t h o d s , " i n H.C. Adams 
e t a l . , S c i e n c e Economic D i s c u s s i o n , pp.92-97; H.C. Adams, "Economics 
and J u r i s p r u d e n c e " and " A n o t h e r View o f Economic Laws and Method," 
i b i d . . . , p.p.. 8.0-9.1.,. 98.-103. See a l s o H.C. Adams, O u t l i n e o f L e c t u r e s 
on P o l i t i c a l Economy, p.14. 

66. H.C. Adams, "Economics and J u r i s p r u d e n c e , " o p . c i t . , pp.85-
86 . 
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how t h e w h o l e works i s a n e c e s s i t y . 

Adams t h u s s h a r e d t h e e v o l u t i o n a r y and o r g a n i c v i e w o f 

s o c i e t y w i t h E l y , and a l s o d e s i r e d t h a t e c o n o m i c s be d i r e c t e d 

t o w a r d s s h a p i n g t h e p r o c e s s o f e v o l u t i o n . Adams' r e f o r m i s m and 

r e l a t i v i s m d i d , however, l e a d him i n t o t h e same p r o b l e m s as a r e 

f o u n d i n t h e work o f E l y . A l l t h e same, t h e s e p r o b l e m s mar 

Adams' work l e s s , as he d i d n o t o f t e n a l l o w h i s o p t i m i s m and 

r e f o r m i s m t o o v e r r u l e h i s a n a l y s i s . 

Adams on E v o l u t i o n , Law and E c o n o m i c s . 

Adams i n t e r p r e t e d t h e c o u r s e o f h i s t o r y as a c o n t i n u i n g 
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e f f o r t on t h e p a r t o f man t o a t t a i n f r e e d o m and l i b e r t y . To 

b e g i n w i t h man had been a s l a v e o f n a t u r e , r e g a r d i n g n a t u r a l 

f o r c e s w i t h s u p e r s t i t i o u s r e s p e c t . The f i r s t s t e p i n t h e 

l i b e r a t i n g o f m a n k i n d came w i t h t h e a r r i v a l o f t h e i d e a o f man's 

r e s p o n s i b i l i t y f o r h i s own l i f e , and t h e r e s u l t a n t e m a n c i p a t i o n 

f r o m t h e awe i n w h i c h n a t u r e was h e l d 

The second s t e p was t h e l i b e r a t i o n o f t h e s e r f and t h e 

r e c o g n i t i o n o f h i s i n d i v i d u a l p e r s o n a l i t y . T h i s b r o u g h t w i t h i t 

t h e c o n v i c t i o n t h a t " l a w s , b e l i e f s , r i g h t s , d u t i e s , i n d e e d 

e v e r y t h i n g w h i c h makes up what i s t e r m e d t h e s o c i a l s t r u c t u r e , 

do n o t h o l d r i g h t f u l sway o v e r man, b u t t h a t t h e y a r e i n s t r u m e n t s 
70 

t o be used by man t o command h i s own d e s t i n y . " 

The t h i r d s t a g e came w i t h t h e i n d u s t r i a l r e v o l u t i o n , " t h e 

e r a o f i n v e n t i o n . " Adams, b o r r o w i n g f r o m A d o l f H e l d , d i f f e r e n t i a t e d 
67. I b i d . , pp.87-88. 
68. H.C.Adams, "The S o c i a l M i n i s t r y o f W e a l t h , " o p . c i t . , p.174. 
69. I b i d . , pp.174-175. Adams saw t h e Hebrew r e l i g i o n as 

p l a y i n g a v i t a l r o l e i n t h i s t r a n s f o r m a t i o n . 
70. I b i d . , pp. 175-176. T h i s o c c u r r e d i n t h e M i d d l e Ages. 
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between a c i v i l i s a t i o n based on t o o l s and one based on 
71 

m a c h i n e r y . To Adams t h e a r r i v a l o f m a c h i n e r y t o o k so l o n g 

because o f t h e " f i x i t y o f i n d u s t r i a l h a b i t s , " b u t i t s a r r i v a l 

r e p r e s e n t e d t h e b e g i n n i n g s o f man's " d e l i v e r a n c e " : 
R egarded i n i t s b e a r i n g on t h e g r e a t p r o b l e m o f 
c i v i l i s a t i o n , m a c h i n e r y means t h e d e l i v e r a n c e o f 
man f r o m t h e n e c e s s i t y o f a r d u o u s t o i l i n o r d e r 
t o a t t a i n t h e means o f s a t i s f y i n g a r a t i o n a l 
e x i s t e n c e , and i t works t h i s d e l i v e r a n c e by b r i n g i n g 
u n d e r man's d i r e c t i o n t h e b o u n d l e s s f o r c e s o f n a t u r e . ^ 

The p o t e n t i a l o f t h i s m a chine age was, however, n o t b e i n g 

p e r m i t t e d t o f u l f i l l i t s " m i s s i o n , " due t o t h e " p a s s i o n s and 

p e t t y a m b i t i o n s " o f men. As Adams p u t s i t " t h e c h a r a c t e r o f 

c i v i l i s a t i o n b u i l t on m a c h i n e r y w i l l be d e t e r m i n e d n o t by 

m a c h i n e r y , b u t by t h e p u r p o s e o f t h e men and women who compose 
73 

s o c i e t y . " As Adams p o i n t e d o u t : 
...men do n o t work s i m p l y t o s a t i s f y t h e r e q u i r e m e n t s 
o f h i g h l y d e v e l o p e d w a n t s , b u t t o g a i n and m a i n t a i n 
a p l a c e o f a u t h o r i t y i n b u s i n e s s s o c i e t y . I t i s n o t 
w e a l t h f o r w h i c h men s t r i v e , b u t r i c h e s ; i t i s n o t 
t h e d e s i r e t o s a t i s f y n o r m a l wants t h a t s e r v e s as 
t h e m o t i v e t o i n d u s t r y , b u t t h e a m b i t i o n t o be a c c o u n t e d 
w e a l t h y . I t i s t h i s w h i c h e x p l a i n s why o u r m a r v e l l o u s 
i n d u s t r i a l o r g a n i s a t i o n has been p r o s t i t u t e d t o 
p e r s o n a l a m b i t i o n r a t h e r t h a n t o t h e more r a p i d e l e v a t i o n 
o f t h e s t a n d a r d o f r a t i o n a l l i v i n g . ^ 

Adams f o u n d many f a u l t s w i t h t h e p r e s e n t s t a t e o f a f f a i r s 

and s i n g l e d o u t f o r p a r t i c u l a r a t t e n t i o n t h e a c t i v i t i e s o f l a r g e 

c o r p o r a t i o n s and t h e s e p a r a t i o n o f l a b o u r f r o m t h e o w n e r s h i p 

7 1 . I b i d . , p.176. See a l s o H.C. Adams, "An I n t e r p r e t a t i o n o f 
t h e S o c i a l Movements o f Cur Time," o p . c i t . , p.39. 

72. Adams n e v e r e x p l a i n e d what he meant by t h e t e r m " r a t i o n a l . " 
H.C. Adams, "The S o c i a l M i n i s t r y o f W e a l t h , " op . c i t . , p.177. 

73. I b i d . , p.178. 
74. Here a g a i n Adams uses t e r m s such as " r a t i o n a l " and 

" n o r m a l " t h a t he n e v e r f u l l y e x p l a i n e d . I b i d . , p.186. What Adams 
meant by " r i c h e s " was t h e " d e g r e e o f power o n e - h o l d s i n s o c i e t y 
t h r o u g h p o s s e s s i o n s . " See H.C. Adams, O u t l i n e o f L e c t u r e s i n 
P o l i t i c a l Economy, p.17. 
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75 o f t h e mechanism o f p r o d u c t i o n . S o c i e t y was t h u s d i v i d e d 

i n t o p o s s e s s o r s and n o n - p o s s e s s o r s , whose i n t e r e s t s i n t h e 

a r e a o f d i s t r i b u t i o n Adams saw as opp o s e d . The c o n d i t i o n o f 

t h e w o r k i n g c l a s s had become d e g r a d e d , and t h u s t h e i d e a l "must 

h o l d i n mind t h e d e v e l o p m e n t o f t h a t c l a s s c a l l e d w o r k e r s . " I f 

t h i s d i d n o t o c c u r and m a c h i n e r y was used f o r t h e a b s o l u t e 

l e i s u r e o f o n l y a few, " t h e o v e r t h r o w o f o u r c i v i l i s a t i o n w i l l 
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be t h e i n e v i t a b l e r e s u l t . " 
Thus, w h i l e Adams a g r e e d t h a t 

t h e c o n d i t i o n s u n d e r w h i c h i n d i v i d u a l i s m o r i g i n a t e d , 
grew and s e c u r e d f o r i t s e l f a p h i l o s o p h i c e x p r e s s i o n , 
must have been such t h a t e q u i t y and p r o g r e s s , b o t h 
s o c i a l and p e r s o n a l , r e s u l t e d f r o m i t s i n f l u e n c e , f o r 
i t c o u l d n o t o t h e r w i s e have d e v e l o p e d . 

He a l s o p o i n t e d o u t t h a t " a t p r e s e n t t h e w o r k i n g s o f s e l f - i n t e r e s t 

do n o t i n a l l r e s p e c t s a p p e a r t o be i n harmony w i t h t h e i d e a l s 

o f justice."^® 

Adams saw t h a t t h e c o m p e t i t i v e s y s t e m was b u i l t on c e r t a i n 

l e g a l f a c t s : t h e r i g h t o f p r i v a t e p r o p e r t y i n l a n d , l a b o u r , and 

c a p i t a l , and t h e r i g h t o f c o n t r a c t . The b e n e f i t s o f a c o m p e t i t i v e 

s y s t e m so c o n s t i t u t e d were, t o Adams, t h a t l a b o u r was f r e e and 

men c o u l d e n j o y t h e f r u i t s o f t h e i r l a b o u r , t h a t t h e r e was an 

ease o f movement f o r b o t h l a b o u r and c a p i t a l , and t h e r e was an 

i n c e n t i v e f o r c o s t m i n i m i s a t i o n . But c o m p e t i t i o n c o u l d a l s o 

75. H.C. Adams, "An I n t e r p r e t a t i o n o f t h e S o c i a l Movements o f 
Bur Time,"' o p . c i t . , pp. 37-41-; H.C. Adams, " P u b l i c i t y and C o r p o r a t e 
Abuses," M i c h i g a n P o l i t i c a l S c i e n c e A s s o c i a t i o n P u b l i c a t i o n s 1 
( 1 8 9 4 ) : 109-120 . 

76. I b i d . , p.39; and H.C. Adams, "The S o c i a l M i n i s t r y o f 
W e a l t h , " o p . c i t . , p.179. 

77... . H.C. Adams, "Economics and J u r i s p r u d e n c e , " r e p r i n t e d i n 
Two Essays, p. 142. T h i s i s a d i f f e r e n t . a r t i c l e ;fro.m t h e "Economics 
and J u r i s p r u d e n c e " t o be f o u n d i n S c i e n c e Economic D i s c u s s i o n . 

78. H.C. Adams, "Economics and J u r i s p r u d e n c e , " i n Two E s s a y s , 
p.142. 
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l e a d t o " e v i l c o n s e q u e n c e s " a g a i n s t w h i c h s o c i e t y s h o u l d be 

g u a r d e d . 

Adams was f a r f r o m b e i n g a s o c i a l i s t , and w i s h e d t o s e c u r e 

t h e p o t e n t i a l b e n e f i t s o f t h e c o m p e t i t i v e s y s t e m . However, he 

a r g u e d t h a t t h e r e s u l t s o f c o m p e t i t i o n v a r i e d a c c o r d i n g t o t h e 

" c o n d i t i o n s u n d e r w h i c h i t i s p e r m i t t e d t o a c t , " and t h e s e 
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c o n d i t i o n s , Adams c l a i m e d , were f a r f r o m p e r f e c t . 

T h i s b r i n g s us t o t h e h e a r t o f Adams' a n a l y s i s . These 

" e v i l c o n s e q u e n c e s " o f c o m p e t i t i o n were l a r g e l y due t o c e r t a i n 

i n d u s t r i a l changes w h i c h had i n t e r f e r e d w i t h t h e s y s t e m o f 

j u r i s p r u d e n c e . R i g h t s and r e s p o n s i b i l i t i e s had become s e p a r a t e d . 

L a r g e c o r p o r a t i o n s had d e v e l o p e d and Adams a r g u e d t h a t t h e 

c o r p o r a t e f o r m w i t h l i m i t e d l i a b i l i t y r e s u l t e d i n a l a c k o f 
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r e s p o n s i b i l i t y t o w a r d s t h e c o m m u n i t y . 
I n t e r - c o r p o r a t e c o m p e t i t i o n i s e s s e n t i a l l y d i f f e r e n t 
i n i t s w o r k i n g s and r e s u l t s f r o m i n t e r - p e r s o n a l 
c o m p e t i t i o n ; . . . N o t o n l y has t h e i n d u s t r i a l power o f 
o u r day, g e n e r a t e d by t h e o r g a n i s a t i o n o f l a b o r and 
t h e e x t e n s i v e use o f m a c h i n e r y f a l l e n u n d e r t h e c o n t r o l 
o f c o r p o r a t i o n s , b u t t h e s e c o r p o r a t i o n s a s s e r t f o r 
t h e m s e l v e s most o f t h e r i g h t s c o n f e r r e d on i n d i v i d u a l s 
by t h e l a w o f p r i v a t e p r o p e r t y , and a p p l y t o t h e m s e l v e s 
a s o c i a l p h i l o s o p h y t r u e o n l y o f a s o c i e t y composed 
o f i n d i v i d u a l s who a r e i n d u s t r i a l c o m p e t i t o r s . . . I t i s 

79. H.C. Adams, "The R e l a t i o n o f t h e S t a t e t o I n d u s t r i a l 
A c t i o n , " i n Two E s s a y s , pp.86-88. N e v e r t h e l e s s , Adams d i d come 
u n d e r a t t a c k f o r h i s o p i n i o n s , p a r t i c u l a r l y h i s s u p p o r t o f t h e 
K n i g h t s o f L a b o r when t h e K n i g h t s announced t h a t t h e 1886 s t r i k e s 
were a " c r u s a d e a g a i n s t c a p i t a l . " Adams asked f o r s u p p o r t f r o m t h e 
academic c o m m u n i t y and r e c e i v e d i t f r o m E l y and S e l i g m a n . See 3. 
D o r f m a n , e d i t o r ' s i n t r o d u c t i o n t o H.C. Adams, Two Essays, p.36. 
N e v e r t h e l e s s Adams l o s t h i s j o b a t C o r n e l l and as a r e s u l t Adams 
moved t o M i c h i g a n U n i v e r s i t y where he r e m a i n e d . See a l s o 3. H o l l a n d e r , 
"H.C. Adams," o p . c i t . , p.799; E.A.R. S e l i g m a n , "H.C. Adams," op . c i t . , 
p.269, and S.L. B.i.g.elow, I . L . S h a r f m a n , and E.M. Wenley, "Henry 
C a r t e r Adams," op. c i t . , p.205. The v i e w s t h a t r e s u l t e d i n Adams' 
d i s m i s s a l a r e p a r t i a l l y r : e p r o d u c e d i n H.C. Adams, "The L a b o r 
P r o b l e m , " The S c i e n t i f i c A m e r i c a n 22, supp. ( 1 8 8 6 ) : 88.61.-8863. 

80. H.C. Adams, "Economics and J u r i s p r u d e n c e , " Two E s s a y s , 
pp.143-153. 
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an e v i l beyond e s t i m a t e , t h a t t h e f o r c e o f s e l f -
i n t e r e s t , w h i c h , when p r o p e r l y e n v i r o n e d , i s t h e 
s o u r c e o f a d v a n t a g e t o t h e i n d i v i d u a l as w e l l as 
t o t h e s t a t e , s h o u l d be p e r m i t t e d an u n r e s t r i c t e d 
and u n d i r e c t e d d e v e l o p m e n t i n t h e f o r m o f c o r p o r a t i o n s , 
w h i c h e n d a n g e r s n o t o n l y t h e l i f e o f t h e s t a t e , b u t 
t h r e a t e n s t h e permanency o f i n d u s t r i e s t h e m s e l v e s . D . 

The d i f f e r e n c e s b etween c o r p o r a t e and p e r s o n a l s y s t e m s o f 

c o m p e t i t i o n Adams saw as b e i n g due t o t h r e e m a j o r c a u s e s . F i r s t , 

t h e l i m i t e d l i a b i l i t y e n j o y e d by t h e c o r p o r a t e f i r m c o u l d r e s u l t 

i n " r e c k l e s s management," as t h e i n c e n t i v e t o u n d e r t a k e r i s k y 

and s p e c u l a t i v e i n v e s t m e n t i s h i g h as p o t e n t i a l l o s s i s l i m i t e d . 

I n d e e d , Adams a r g u e d t h a t s uch s p e c u l a t i v e a c t i v i t i e s were a 
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d i r e c t cause o f c r i s e s , d e p r e s s i o n s , and economic i n s t a b i l i t y . 

Second, c o r p o r a t i o n s had c r e a t e d a new f o r m o f n e g o t i a b l e 

p r o p e r t y i n t h e f o r m o f s t o c k s and s h a r e s . Thus, w h i l e t h e 

s i z e o f i n d i v i d u a l l y owned e n t e r p r i s e s was l i m i t e d by t h a t p e r s o n ' s 

own w e a l t h and c r e d i t s t a n d i n g , no such l i m i t a t i o n s a p p l i e d t o 

c o r p o r a t i o n s . Adams a l s o p o i n t e d o u t t h a t c o m p e t i t i o n d i d n o t 

work as a che c k t o c o r p o r a t e e x p a n s i o n f o r t h e f o l l o w i n g r e a s o n s . 

C o r p o r a t i o n s had a d v a n t a g e s o v e r p r i v a t e c o n c e r n s and t h e p r i v a t e 

c o n c e r n s t e n d e d t o be e l i m i n a t e d . The c o r p o r a t e f o r m t h u s 

s p r e a d t o a l l l i n e s o f i n d u s t r y and, f o r _ A d a m s , i n t e r ^ c p r p o r a t e 

c o m p e t i t i o n t e n d e d t o l e a d t o c o m b i n a t i o n s and t r u s t s , r a t h e r 
8 3 

t h a n t o t h e c o n t i n u a n c e o f c o m p e t i t i o n . Adams a l s o p o i n t e d o u t 

t h a t t h e f o r m a t i o n o f m o n o p o l i e s may be a i d e d by t h i s l a c k o f 

8 1 . H.C. Adams, " P u b l i c i t y and C o r p o r a t e Abuses," o p . c i t . , 
p p.114-117; and L. V o l i n , o p . c i t . , p.245. 

82. U n f o r t u n a t e l y Adams does n o t e l a b o r a t e on t h i s s t a t e m e n t . 
H.C. Adams, " P u b l i c i t y and C o r p o r a t e Abuses," op. c i t . , p p.110-113. 

83. I b i d . , pp.113-116. Adams was o f t e n l e s s t h a n p r e c i s e 
i n d i s t i n g u i s h i n g c o r p o r a t i o n s , m o n o p o l i e s , and t r u s t s f r o m each 
o t h e r , as i t i s c l e a r t h a t , t o Adams, t h e c o r p o r a t e f o r m was t h e 
b a s i s f o r t h e f o r m a t i o n o f m o n o p o l i e s and t r u s t s . 



l i m i t a t i o n on s i z e . Adams d i s t i n g u i s h e d t h r e e t y p e s o f i n d u s t r y , 

t h o s e w i t h d e c r e a s i n g r e t u r n s , t h o s e w i t h c o n s t a n t r e t u r n s , and 

t h o s e w i t h i n c r e a s i n g r e t u r n s t o s c a l e . I f an i n d u s t r y e n j o y e d 

i n c r e a s i n g r e t u r n s t o s c a l e t h e n t h e r e was l i t t l e t o p r e v e n t 

t h e f o r m a t i o n o f a m o n o p o l y . ^ 

T h i r d , a c o r p o r a t i o n i s a l e g a l p e r s o n a l i t y , and a l e g a l 

p e r s o n a l i t y " t o whose g r o w t h as a c e n t e r o f i n d u s t r i a l power 

t h e r e i s no a s s i g n a b l e l i m i t . " Where l a r g e s c a l e c o r p o r a t e 

e n t e r p r i s e o p e r a t e s on a w o r l d s c a l e , where i t s p r o d u c t i o n 

t e c h n i q u e s r e s t on m a c h i n e r y and n o t on p e r s o n a l s k i l l , and 

where managers merge t h e i r p e r s o n a l i t i e s w i t h t h a t o f t h e l a r g e 

c o r p o r a t i o n , t h e r e i s no g u a r a n t e e t h a t p u b l i c i n t e r e s t w i l l 

a l w a y s be s e r v e d . P u b l i c d i s a p p r o v a l i n any p a r t i c u l a r a r e a , 

l o c a l i t y , o r c o u n t r y , has l i t t l e e f f e c t on such an e n t i t y . ^ 

C o r p o r a t i o n s and l a r g e s c a l e i n d u s t r y were n o t seen as a l l 

bad. I n c a s e s o f d e c r e a s i n g c o s t t h e r e were o b v i o u s a d v a n t a g e s 

t o l a r g e s c a l e c o r p o r a t e p r o d u c t i o n . The p r o b l e m was how t o 

e l i m i n a t e t h e e v i l s , w h i l e s t i l l r e t a i n i n g t h e b e n e f i t s o f s c a l e 
8 6 

f o r t h e good o f t h e c o m m u n i t y . 

The l a c k o f m a n a g e r i a l r e s p o n s i b i l i t y m e n t i o n e d above, i s 

echoed by t h e l a c k o f r e s p o n s i b i l i t y shown by l a b o u r t o w a r d s 

p r o p e r t y . Due t o t h e coming o f e x p e n s i v e m a c h i n e r y , o w n e r s h i p 

84. I t has been c l a i m e d t h a t Adams was t h e f i r s t e c o n o m i s t 
t o u t i l i s e t h i s c o n c e p t o f d e c r e a s i n g c o s t i n t h e c l a s s i f i c a t i o n o f 
t y p e s o f i n d u s t r y . I t was f r o m Adams t h a t E l y t o o k t h i s i d e a . See 
L. V o l i n , o p . c i t . , pp.244-245; and H.C. Adams, "Economics and 
J u r i s p r u d e n c e " i n Two Es s a y s , -pp.143-148; and H.C. Adams, " P u b l i c i t y 
and C o r p o r a t e Abuses," op. c i t . , p.115. Here Adams s t a t e s t h a t " At 
t h e b o t t o m o f e v e r y monopoly may be t r a c e d t h e i n s i d i o u s i n f l u e n c e 
o f t h e p e c u l i a r p r i v i l e g e s w h i c h t h e l a w g r a n t s t o c o r p o r a t i o n s . " 

85. H.C. Adams, " P u b l i c i t y and C o r p o r a t e Abuses," o p . c i t . , 
p p.116-117. 

86. H.C. Adams, " R e l a t i o n o f t h e S t a t e t o I n d u s t r i a l A c t i o n , " 
op . c i t . , pp.98-105. 



91 . 

o f p r o d u c t i o n c a p i t a l and l a b o u r had become s e p a r a t e d , r e s u l t i n g 

i n a d e c l i n e o f c o n c e r n among l a b o u r e r s f o r t h e w e l l b e i n g o f t h e 
8 7 

c o m m e r c i a l e n t e r p r i s e f o r w h i c h t h e y w o r k e d . 

Adams made one f u r t h e r c r i t i c i s m o f t h e c o m p e t i t i v e p r i n c i p l e , 

t h i s c r i t i c i s m b e i n g i n d e p e n d e n t o f any i n d u s t r i a l o r t e c h n o l o g i c a l 

changes t h a t may have t a k e n p l a c e . Here Adams' c o n c e r n was w i t h 

t h e e t h i c a l p l a n e o f c o m p e t i t i o n . Adams d e v e l o p e d h i s a r g u m e n t 

as f o l l o w s : 
Suppose t h a t o f t e n m a n u f a c t u r e r s n i n e have a keen 
a p p r e c i a t i o n o f t h e e v i l s t h a t f l o w f r o m p r o t r a c t e d 
l a b o r on t h e p a r t o f women and c h i l d r e n . . . But t h e 
t e n t h man has no such a p p r e h e n s i o n s . . . I f now t h e 
s t a t e s t a n d s as an u n c o n c e r n e d s p e c t a t o r . . . t h e n i n e 
men w i l l be f o r c e d t o c o n f o r m t o t h e methods a d o p t e d 
by t h e one. T h e i r goods come i n t o c o m p e t i t i o n w i t h 
h i s goods, and we who p u r c h a s e do n o t i n q u i r e u n d e r 
what c o n d i t i o n s t h e y were m a n u f a c t u r e d . I n t h i s 
manner i t i s t h a t men o f t h e l o w e s t c h a r a c t e r have 
i t i n t h e i r power t o g i v e t h e m o r a l t o n e t o t h e 
e n t i r e b u s i n e s s c o m m u n i t y . g g 

From t h i s a n a l y s i s Adams d e m o n s t r a t e d t h a t u n d e r p r e s e n t 

c o n d i t i o n s u n r e g u l a t e d c o m p e t i t i o n r e s u l t e d i n c o m b i n a t i o n s , 

t r u s t s , and m o n o p o l i e s , t h e d e c l i n e o f p e r s o n a l l y owned b u s i n e s s e s , 

t h e s e p a r a t i o n o f t h e l a b o u r e r f r o m t h e o w n e r s h i p o f c a p i t a l , 

and a low e t h i c a l l e v e l o f b u s i n e s s p r a c t i c e . To t h i s c o u l d be 

added c e r t a i n s o c i a l c o n s e q u e n c e s such as t h e p r e v a l e n c e o f 

o s t e n t a t i o n and s t a t u s s e e k i n g among t h e b e t t e r o f f , s t r i k e s and 

i n d u s t r i a l u n r e s t among l a b o u r e r s , and t h e p o s s i b i l i t y o f s e r i o u s 

c o n f l i c t b e t w e e n t h e l e i s u r e d and t h e w o r k i n g c l a s s e s . 

87. H.C. Adams, "Economics and J u r i s p r u d e n c e , " Two E s s a y s , 
pp.148-153. 

88. H.C.. Adams, "The R e l a t i o n o f t h e S t a t e t o I n d u s t r i a l 
A c t i o n , " o p . c i t . , pp.38-45. 



92. 

The p r o b l e m t h e n i s t o a l t e r t h e " p u r p o s e of...men and 

women." A c c o r d i n g t o Adams t h e s o c i a l s t r u c t u r e o f i n d u s t r i a l 

s o c i e t y was " y e t p l a s t i c , " and c o u l d be shaped by t h e " s i m p l e 

w i s h i n g o f s i m p l e men and women." P r o v i d e d , o f c o u r s e , t h a t t h e 

common p e o p l e c o u l d be " b r o u g h t t o t h i n k r i g h t l y . " T h e i r w i s h e s 

c o u l d be e x p r e s s e d t h r o u g h t h e i r power as c o n s u m e r s , and t h r o u g h 

g o v e r n m e n t w h i c h Adams saw as c a p a b l e o f e x p r e s s i n g t h e " m o r a l 

s e n se" o f s o c i e t y . ^ 

O t h e r f o r c e s w h i c h Adams t h o u g h t c o u l d h e l p were t r a d e 

u n i o n s and t h e d e v e l o p m e n t o f a new s o c i a l p h i l o s o p h y . T r a d e 

u n i o n s t o Adams were a c o u n t e r - m o v e m e n t w h i c h marked " t h e second 

s t e p i n t h e c r y s t a l l i z a t i o n o f i n d u s t r i a l power," t h e " r e -
90 

c r y s t a l l i z a t i o n o f i n d u s t r i a l r i g h t s and d u t i e s . " The s t a t e s m a n 
and t h e s c h o l a r a l s o have a r o l e i n o v e r c o m i n g t h e "mal-

91 

a d j u s t m e n t o f a s o c i a l p r i n c i p l e t o s o c i a l c o n d i t i o n s . " The 

s t a t e s m a n must s e t h i m s e l f t h e t a s k o f r e - e s t a b l i s h i n g t h e 

harmony i n t h e s o c i a l o r g a n i s m by a d j u s t i n g " t h e s t r u c t u r e o f 

g o v e r n m e n t and m o d i f y i n g t h e law o f i n d u s t r i a l r i g h t s and d u t i e s . " 

8 9 . Here Adams i s a t h i s most i d e a l i s t i c . As consumers 
p e o p l e c a n , a c c o r d i n g t o Adams, e a s i l y e x e r t an i n f l u e n c e as " A l l 
one has t o do i s t o c u l t i v a t e h i s own t a s t e s so as t o d e s i r e t h o s e 
t h i n g s w h i c h a r e w o r t h y because t h e y a r e b e a u t i f u l and u s e f u l . The 
s o u l grows t o be l i k e t h a t upon w h i c h i t f e e d s , and by demanding 
b e a u t y and n o b i l i t y f o r i t s e l f becomes b e a u t i f u l and n o b l e . " These 
i d e a s Adams seems t o have t a k e n f r o m W i l l i a m M o r r i s . See H.C. Adams, 
"The S o c i a l M i n i s t r y o f W e a l t h , " op . c i t . , pp.178-184. 

90. H.C. Adams, "An I n t e r p r e t a t i o n o f t h e S o c i a l Movements 
o f Our Time," o p . c i t . , pp.46-49. See a l s o M. P e r l m a n , L a b o r U n i o n 
T h e o r i e s i n A m e r i c a ( E v a n s t o n , 1 9 5 8 ) , pp.163-173. 

9 1 . H.C. Adams, "An I n t e r p r e t a t i o n o f t h e S o c i a l Movements 
o f Our Time, o p . c i t . , pp.41-48; s o c i a l i s t i d e a s had t o Adams p l a y e d 
an i m p o r t a n t r o l e i n b r i n g i n g c r i t i c i s m s o f l a i s s e z - f a i r e t o p u b l i c 
n o t i c e . Adams, however, r e j e c t e d t h e c e n t r a l i s i n g t e n d e n c i e s o f 
s o c i a l i s m and w i s h e d t o d e v e l o p an e c o n o m i c s c o m p a t i b l e w i t h 
A m e r i c a n i d e a s o f l i b e r t y . T h i s A m e r i c a n P o l i t i c a l Economy was t o 
be l e g a l r a t h e r t h a n i n d u s t r i a l . See H.C. Adams, "The P o s i t i o n o f 
S o c i a l i s m i n t h e H i s t o r i c a l D e v e l o p m e n t o f P o l i t i c a l Economy," 



93 . 

The s c h o l a r a t t e m p t s t o f i n d t h e t r e n d o f e v e n t s and d i s c o v e r 

some way "by w h i c h t h e deep e t h i c a l p u r p o s e o f s o c i e t y can be 
92 

b r o u g h t t o b e a r upon i n d u s t r i a l q u e s t i o n s . " T h i s t o Adams 

i s c l e a r l y c o m p a t i b l e w i t h h i s s t a t e m e n t t h a t t h e p u r p o s e o f 

ec o n o m i c s i s " t o d e t e r m i n e a s c i e n t i f i c and r a t i o n a l b a s i s f o r 
93 

t h e f o r m a t i o n and g o v e r n m e n t o f i n d u s t r i a l s o c i e t y . " 
By means such as t h e s e Adams d e c l a r e d : 
t h a t t h e w o n d e r f u l f a c i l i t i e s f o r t h e p r o d u c t i o n 
o f w e a l t h w h i c h c h a r a c t e r i s e t h e n i n e t e e n t h c e n t u r y 
may be w r e s t e d f r o m t h e s e r v i c e o f d e g r a d i n g a m b i t i o n 
and made t o p e r f o r m t h e s o c i a l f u n c t i o n t o w h i c h t h e 
l o g i c o f h i s t o r y d e c l a r e s i t i s c a l l e d . 

Here a g a i n we f i n d t h e c o m b i n a t i o n o f t h e i d e a o f t h e p r o g r e s s -

i v e n e s s o f h i s t o r y t o g e t h e r w i t h t h e i d e a o f t h e need f o r man 

t o a c t i n o r d e r t o a c h i e v e h i s d e s t i n y . However, what p r o v i d e s 

s p e c i a l i n t e r e s t i n Adams' o u t l i n e i s h i s emphasis on t h e r o l e 

o f machine t e c h n o l o g y , o f h a b i t , and h i s v i e w t h a t t h e b e n e f i t s 

f r o m t h i s t e c h n o l o g y have been used i n an o s t e n t a t i o u s manner 

by a few i n o r d e r t o r a i s e t h e i r s o c i a l s t a n d i n g . These themes 

r e c u r i n l / e b l e n ' s work. N e v e r t h e l e s s , i n h i s l a t e r work Adams 

r a r e l y r e t u r n e d t o t h e s e i d e a s . 

Adams' R e f o r m i s m . 

The r e f o r m programme o u t l i n e d by Adams was l e s s e x t e n s i v e 

t h a t t h a t p u t f o r w a r d by E l y , and based more f i r m l y on h i s economic 

a n a l y s i s . I n d e e d , t h e p a r t s o f E l y ' s programme t h a t were most 

s o u n d l y based f r e q u e n t l y f i n d t h e i r a n a l y t i c f o u n d a t i o n s i n 

The Penn M o n t h l y 10 ( 1 8 7 9 ) : 285-294. 
92. H.C.. Adams, "An I n t e r p r e t a t i o n o f t h e S o c i a l Movements o f 

Our Time," o p . c i t . , p p . 41 - 4 7 . 
93. H.C. Adams, O u t l i n e s o f L e c t u r e s on P o l i t i c a l Economy, 

pp.13-14. 
94. H.C. Adams, "The S o c i a l M i n i s t r y o f W e a l t h , " o p . c i t . , 

p. 188. 



95 b o r r o w i n g s f r o m Adams' work. 

On c o r p o r a t i o n s i n g e n e r a l Adams f e l t t h a t t h e c o r p o r a t e 

f o r m s h o u l d be l i m i t e d t o t h o s e u n d e r t a k i n g s where " t h e i n t e r e s t s 

o f t h e p u b l i c a r e r e l a t i v e l y g r e a t e r t h a n t h e i n t e r e s t s o f t h e 

i n d i v i d u a l p r o p r i e t o r . " I n d e e d a l l such e n t e r p r i s e s were t o be 

r e q u i r e d t o t a k e t h e c o r p o r a t e f o r m . I n r e t u r n f o r t h e l i b e r t i e s 

o f i n c o r p o r a t i o n , a l l c o r p o r a t i o n s would be r e q u i r e d t o make 

r e p o r t s "as w i l l e n a b l e t h e g o v e r n m e n t , a c t i n g u n d e r r u l e s 

p r e s c r i b e d by l a w , t o d i r e c t t h e i r p o l i c y and c o n t r o l t h e i r 

a d m i n s t r a t i o n . 

T h i s r a t h e r s t r i c t a t t i t u d e t o w a r d s c o r p o r a t e e n t e r p r i s e 

i n g e n e r a l i s , however, s o m e t h i n g t h a t d r o p s o u t o f Adams' l a t e r 

work t o be r e p l a c e d by a more s p e c i f i c c o n c e r n w i t h m o n o p o l y , 
97 

and i n p a r t i c u l a r t h e r a i l r o a d s . 

I t was Adams who f i r s t d i s t i n g u i s h e d b e t w e e n " l e g a l " and 

" n a t u r a l " m o n o p o l i e s , b u t Adams, u n l i k e E l y , d i d n o t s u p p o r t 

p u b l i c o w n e r s h i p . Adams f e l t t h a t t h e n a t u r a l monopoly c o u l d be 
9 8 

a d e q u a t e l y c o n t r o l l e d v i a t h e use o f c o m m i s s i o n s . A l t h o u g h 

Adams was f o r c e d t o a d m i t t h a t t h e I n t e r s t a t e Commerce A c t and 

t h e c o m m i s s i o n s i t s e t up had n o t p e r f o r m e d t o e x p e c t a t i o n s , he 

a r g u e d t h a t t h i s was due t o t h e weakness o f t h e c o m m i s s i o n s , and 
95. P a r t i c u l a r l y i n t h e case o f Adams' a n a l y s i s o f t h e r o l e 

o f l a w , m o n o p o l i e s , and h i s i d e a o f t h e l e v e l o f c o m p e t i t i o n . 
96. H.C. Adams, " P u b l i c i t y and C o r p o r a t e Abuses," o p . c i t . , 

pp.119-120. 
97. See L. V o l i n , o p . c i t . , p.246. Adams had a p a r t i c u l a r 

i n t e r e s t i n r a i l r o a d s as he was t h e f i r s t s t a t i s t i c i a n t o be 
employed by t h e I n t e r s t a t e Commerce Commission. 

98. H.C. Adams, O u t l i n e o f L e c t u r e s on P o l i t i c a l Economy, pp 
39-40. The " r e g a l " c a t e g o r y i s e q u i v a l e n t t o E l y ' s " s o c i a l " 
c a t e g o r y w h i l e n a t u r a l monopoly was due t o d e c r e a s i n g c o s t s . Adam 
a l s o d i s t i n g u i s h e d a t h i r d c a t e g o r y , t h a t o f " c a p i t a l " m o n o p o l y , 
where t h e monopoly was e s t a b l i s h e d because o f t h e l a r g e amounts o f 
c a p i t a l r e q u i r e d b e f o r e p r o d u c t i o n c o u l d be u n d e r t a k e n . 



95. 

a l a c k o f c l a r i t y o v e r t h e i r r i g h t s . I n a d d i t i o n , t h e c o m m i s s i o n s 

a l s o had d i f f i c u l t y i n a r r i v i n g a t t h e f a c t s o f a case due t o 
9 9 

t h e i r l a c k o f s t a t i s t i c a l , a c c o u n t i n g , and e c o n o m i c i n f o r m a t i o n . 

Adams a r g u e d t h a t i f t h e c o m m i s s i o n i d e a was t o work, and 

t h e y were t o be a b l e t o e s t a b l i s h " j u s t " p r i c e s , t h e n t h e y must 

p o s s e s s a s t a t i s t i c a l s e r v i c e and company a c c o u n t s must be 

s t a n d a r d i s e d . Adams d i d much t o e n c o u r a g e t h e a d o p t i o n o f u n i f o r m 

s y s t e m s o f v a l u a t i o n and a c c o u n t i n g . Such a programme was, t o 

Adams, n e c e s s a r y f o r t h e p r o p e r s o c i a l c o n t r o l o f m o n o p o l i e s . 

One f u r t h e r and most i n t e r e s t i n g p o i n t t h a t Adams made i n 

c o n n e c t i o n w i t h m o n o p o l i e s c o n c e r n e d " i n t a n g i b l e " p r o p e r t y . 

Adams n o t e d t h a t t h e c o u r t s had r e c o g n i s e d a " f r a n c h i s e v a l u e " 

f o r r a i l r o a d s w h i c h r e s u l t e d i n t h e t o t a l v a l u a t i o n o f a s s e t s 

b e i n g above t h a t o f t h e p h y s i c a l p r o p e r t y o f t h e company. T h i s 

" s u r p l u s v a l u e " came, a c c o r d i n g t o Adams, f r o m t h e v a l u e o f t h e 

o r g a n i s a t i o n , and c o u l d be b r o k e n down i n t o t h e v a l u e o f t h e 

f r a n c h i s e , t h e e x i s t e n c e o f l o c a l c a p t i v e m a r k e t s , t h e p o s s e s s i o n 

o f t r a f f i c h e l d "by e s t a b l i s h e d c o n n e c t i o n s , " t h e b e n e f i t s 

f l o w i n g f r o m i n c r e a s e d t r a f f i c ( i n Adams' a n a l y s i s r a i l r o a d s a r e 

99. See H.C. Adams, "A Decade o f F e d e r a l R a i l w a y L e g i s l a t i o n , " 
A t l a n t i c M o n t h l y 81 ( 1 8 9 8 ) : 433-443; and H.C. Adams, " D i s c u s s i o n 
o f t h e I n t e r s t a t e Commerce A c t , " M i c h i g a n P o l i t i c a l S c i e n c e 
A s s o c i a t i o n P u b l i c a t i o n s 1 ( 1 8 9 3 ) : 137-14.3. 

1 DO. H.C..'Adams, - " V a l u a t i o n o f P u b l i c S e r v i c e U t i l i t i e s , " 
A m e r i c a n Economic A s s o c i a t i o n P u b l i c a t i o n s , 3 r d s e r . 10 ( 1 9 1 0 ) : 184-
238; H.C. Adams, A m e r i c a n R a i l w a y A c c o u n t i n g ; A Commentary (New 
Y o r k , 1 9 1 8 ) ; H.C. Adams, " P r i n c i p l e s o f P u b l i c A c c o u n t i n g , " M i c h i g a n 
S t a t e Tax A s s o c i a t i o n ; P r o c e e d i n g s o f S e v e n t h A n n u a l C o n f e r e n c e , 
X 1 8 9 8 ) , pp.18-38. See a l s o t h e many p u b l i c a t i o n s Adams p r o d u c e d 
f o r t h e I n t e r s t a t e Commerce Commission, such as C l a s s i f i c a t i o n o f 
O p e r a t i n g Expenses ( W a s h i n g t o n , . 1 8 9 1 ) ; C l a s s i f i c a t i o n o f E x p e n d i t u r e s 
f o r Road and E q u i p m e n t of. E l e c / t r i c . R a i l w a y s ( W a s h i n g t o n , ,1908) ; 
C l a s s i f i c a t i o n o f E x p e n d i t u r e s f o r Real P r o p e r t y and E q u ipment o f 
E x p r e s s Companies ( W a s h i n g t o n , . 19,08) ; and C l a s s i f i c a t i o n o f • 
E x p e n d i t u r e s f o r A d d i t i o n s and B e t t e r m e n t ( W a s h i n g t o n , 1910) . . 
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• d e c r e a s i n g c o s t i n d u s t r i e s ) , and t h e i n f l u e n c e o f t h e v i t a l i t y 
101 

o f t h e i n d u s t r i e s b e i n g s e r v e d . 

Now t h i s s u r p l u s v a l u e i s " m o n o p o l i s t i c i n i t s o r i g i n , " 

and a p o r t i o n o f i t i s a " d i r e c t c o n t r i b u t i o n f r o m t h e p u b l i c . " 

Adams a r g u e s t h a t 
c o m p e t i t i o n i s i n c a p a b l e o f d i f f u s i n g t h i s v a l u e 
t h r o u g h a r e d u c t i o n o f t h e p r i c e o f t h e s e r v i c e . 
I t i s a s o c i a l l y p r o d u c e d v a l u e and t h e l o g i c a l 
a p p l i c a t i o n o f t h e p r i n c i p l e w h i c h l i e s a t t h e 
b o t t o m o f t h e i n s t i t u t i o n o f p r i v a t e p r o p e r t y - -
n a m e l y : t h a t he who p r o d u c e s a t h i n g s h o u l d be i t s 
p r o p r i e t o r - - w i l l l e a d t o t h e c o n c l u s i o n t h a t t h e 
p u b l i c i s a j o i n t p r o p r i e t o r w i t h r a i l w a y 
c o r p o r a t i o n s i n t h e p r o p e r t y w h i c h t h e y c o n t r o l . ^ ^ 

B e s i d e s d e m o n s t r a t i n g Adams' c o n t i n u e d a d h e r e n c e t o n a t u r a l 

l a w c o n c e p t s , t h e a n a l y s i s a l s o has i m p o r t a n c e i n t h a t once t h e 

i d e a o f i n t a n g i b l e p r o p e r t y b e i n g a q u a s i - p u b l i c p r o p e r t y i s 

a c c e p t e d t h e n , Adams a r g u e s , t h e s y s t e m o f t h e g e n e r a l p r o p e r t y 

t a x r e q u i r e s m o d i f i c a t i o n . A c c o r d i n g t o Adams " t h e u n d e r l y i n g 

p r i n c i p l e o f t h e f i n a n c i a l s y s t e m o f t h e f u t u r e w i l l be t h e 

r e c o g n i t i o n o f a j o i n t p r o p r i e t o r s h i p b etween t h e p u b l i c and t h e 

c o r p o r a t i o n s i n a l l c a s e s where s u r p l u s v a l u e p r o v e s t o be a 

p e r m a n e n t f e a t u r e . " ' ' ^ 

The f o r m a t i o n o f t r u s t s was, t o Adams, a c l o s e l y r e l a t e d 

p r o b l e m t o t h a t o f m o n o p o l i e s . T r u s t s may be due t o t h e p a u c i t y 

o f b u s i n e s s t a l e n t , t h e a d v a n t a g e s g i v e n by t h e r a i l r o a d s t o 

l a r g e c u s t o m e r s , and t h e a c t i v i t i e s o f u n i o n s , w h i c h , by r a i s i n g 

wage r a t e s , t e n d t o f o r c e s m a l l f i r m s o u t o f b u s i n e s s , as w e l l as 

1 0 1 . H.C. Adams, " T e n d e n c i e s i n R a i l w a y T a x a t i o n , " A m e r i c a n 
Economic A s s o c i a t i o n P u b l i c a t i o n s , 3 r d s e r . 6 ( 1 9 D 5 ) : 51-60. 

102. I b i d . , p.59. 
103 . I b i d . , p.60. 
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t h e n a t u r e o f c o r p o r a t e c o m p e t i t i o n . ' " " ' ^ 

The s o l u t i o n t o t h e t r u s t p r o b l e m l a y , t h e r e f o r e , i n 

c o n t r o l o f t h e r a i l r o a d s , - e d u c a t i o n a l programmes f o r p r o s p e c t i v e 

managers, and a " f i n a l d e t e r m i n a t i o n o f t h e r i g h t s and d u t i e s 
105 

o f e m p l o y e r s and e m p l o y e e s . " A t t h e p r e s e n t t i m e i n d u s t r i a l 

r e s p o n s i b i l i t y on t h e p a r t o f l a b o u r was h a r d l y t o be e x p e c t e d 

as l a b o u r owned no c a p i t a l . Hence t h e s o l u t i o n t o t h e t r u s t 

p r o b l e m and t h e l a b o u r p r o b l e m a r e r e l a t e d . 

Adams r e c o g n i s e d t h e need t o a d m i t t h e f a c t o f " s o c i a l 

p r o d u c t i o n t h r o u g h a s s o c i a t i o n , " and, as n o t e d above, w i s h e d t o 

see t h e d e v e l o p m e n t o f t h e i d e a o f s o c i a l p r o p e r t y . I n t h i s t h e 

u n i o n s c o u l d p l a y a key r o l e , and Adams d e s i r e d t h e e s t a b l i s h m e n t 

o f c o l l e c t i v e b a r g a i n i n g and a r b i t r a t i o n p r o c e d u r e s c ombined 

w i t h t h e d e v e l o p m e n t o f " p r o p r i e t o r y l a b o u r r i g h t s " i n c o m m e r c i a l 
. . . . 106 u n d e r t a k i n g s . 

The l a b o u r movement was t o Adams "a s t e p i n t h e f u r t h e r 

d e v e l o p m e n t o f i n d i v i d u a l r i g h t s . " I n t h i s manner Adams a r g u e d 

t h a t t h e c o n f l i c t between l a b o u r and c a p i t a l "by a s o r t o f a 

d i a l e c t i c a l p r o c e s s " w o u l d p r o d u c e a "new s y n t h e s i s o f t h e 

b u s i n e s s c o r p o r a t i o n and t h e l a b o r u n i o n i n a h i g h e r , s o c i a l l y 
107 

more h a r m o n i o u s f o r m o f i n d u s t r i a l o r g a n i s a t i o n . " 

I n o t h e r w o r d s , i n o r d e r t o r e - e s t a b l i s h t h e harmony be t w e e n 

t h e o p e r a t i o n o f t h e economy and i d e a s o f j u s t i c e and i n d u s t r i a l 

104. H.C. Adams, " T r u s t s , " A m e r i c a n Economic A s s o c i a t i o n 
P u b l i c a t i o n s , 3 r d s e r . 5 ( 1 9 0 4 ) : 91-107. 

105. I b i d . , pp.105-107. 
106. H.C. Adams, "Economics and J u r i s p r u d e n c e " i n Two E s s a y s , 

pp.154-162." 
...10.7. L... V o l i n , , up . u l t . , pp.. 247-2.48... . ;S.e.e. ,als.o H.C. Adams, 

D e s c r i p t i o n o f I n d u s t r y ; I n t r o d u c t i o n t o Economics (New Y o r k , 1918) 
Dorfman a l s o n o t e s t h i s H e g e l i a n t r e n d i n Adams* t h i n k i n g . See 
D o r fman's i n t r o d u c t i o n t o Two E s s a y s , p.7. 
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l i b e r t y c e r t a i n new l e g a l and i n s t i t u t i o n a l f o r m s would have t o 

be d e v e l o p e d . T h e r e s h o u l d be a r i g h t o f p r o p e r t y f o r e v e r y 

c i t i z e n o f t h e i n d u s t r i a l w o r l d . As Adams p u t i t " t h e r e i s no 

i n d u s t r i a l l i b e r t y w i t h o u t i n d u s t r i a l p r o p e r t y , " and " p r o p e r t y 

must f i r s t e x p r e s s t h e r i g h t s o f t h e i n d i v i d u a l s a s s o c i a t e d 

t o g e t h e r i n an i n d u s t r i a l u n i t ; i t must, n e x t , e x p r e s s t h e d u t i e s 
108 

o f t h e s e i n d u s t r i a l u n i t s t o t h e p u b l i c a t l a r g e . " 

As w e l l as r e g u l a t i n g t h e a c t i v i t i e s o f c o r p o r a t i o n s and 

m o n o p o l i e s g o v e r n m e n t had an a d d i t i o n a l r o l e i n r a i s i n g t h e 

e t h i c a l l e v e l o f c o m p e t i t i o n . Adams m a i n t a i n e d t h a t such t h i n g s 

as t h e r e g u l a t i o n o f c h i l d and f e m a l e l a b o u r , maximum w o r k i n g 

h o u r s , and s i m i l a r l e g i s l a t i o n c o u l d do much t o r a i s e t h e l e v e l 
109 

o f c o m p e t i t i o n . Adams' programme was much l e s s a m b i t i o u s t h a n 

E l y ' s , Adams b e i n g c o n t e n t t o a r g u e t h a t such l e g i s l a t i o n s h o u l d 

r e f l e c t t h e m o r a l sense o f s o c i e t y . N e v e r t h e l e s s , Adams' 

programme r e p r e s e n t e d a c o n s i d e r a b l e e x t e n t i o n o f t h e a r e a o f 

g o v e r n m e n t a c t i v i t y . Adams a r g u e d t h a t t h e c o r r e c t f u n c t i o n s o f 

g o v e r n m e n t c o u l d o n l y be d e c i d e d upon i n t h e l i g h t o f a c o n c r e t e 
110 

s i t u a t i o n , no a p r i o r i s t a t e m e n t b e i n g p o s s i b l e . 

An example o f t h i s i s f o u n d i n Adams' g r o w i n g c o n c e r n a f t e r 

t h e F i r s t W o r l d War o v e r t h e e f f e c t o f f o r e i g n i n v e s t m e n t s by 

i n d u s t r i a l n a t i o n s . Adams a r g u e d t h a t 
i t q u i c k l y becomes t h e d o m i n a n t c o m m e r c i a l p u r p o s e 
o f t h o s e p e o p l e s who s t a n d i n t h e f o r e r a n k o f 
economic a t t a i n m e n t t o e x p l o i t t h e i n d u s t r i a l 
108. H.C. Adams, "Economics and J u r i s p r u d e n c e , " i n Two E s s a y s , 

pp.154-162. 
1.09. H.C. Adams, " R e l a t i o n o f t h e S t a t e t o I n d u s t r i a l A c t i o n , " 

i n Two Essays, pp.38-47. 
.1.10 . H. C. Adams., ."The, T.h.e.or.y o f P u b l i c E x p e n d i t u r e s " A m e r i c a n 

Economic A s s o c i a t i o n P u b l i c a t i o n s , 1 s t s e r . 10 ( 1 8 9 5 ) : 87-93. See 
a l s o H.C. Adams, " T a x a t i o n i n t h e U n i t e d S t a t e s , " o p . c i t . ; H.C. 
Adams, The S c i e n c e o f F i n a n c e (New Y o r k , 1 8 9 8 ) . 
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o p p o r t u n i t i e s o f b a c k w a r d p e o p l e s . . . ; t h e m a s t e r 
f a c t o f t h e p r e s e n t s i t u a t i o n i s t h a t p e o p l e s 
who p o s s e s s t h e power f o r a g r e s s i o n have d e c r e e d 
t h a t t h e w o r l d must be r e o r g a n i s e d t o meet t h e 
r e q u i r e m e n t s o f machine p r o d u c t i o n and b i g b u s i n e s s 
c o n t r o l . , ^ 

I n t h i s manner a s e t o f d e b t o r and a s e t o f c r e d i t o r n a t i o n s 

a r e c r e a t e d , and t h e c r e d i t o r n a t i o n may use i t s own c o u r t 

s y s t e m and d i p l o m a t i c p r e s s u r e t o i n f l u e n c e t h e b u s i n e s s and 

p o l i t i c a l l i f e o f t h e d e b t o r n a t i o n s . A l s o d a n g e r o u s i s t h e 

f i e r c e c o m p e t i t i o n among i n d u s t r i a l n a t i o n s f o r p r i v i l e g e d 

p o s i t i o n s t h a t Adams o b s e r v e d i n c o u n t r i e s l i k e C h i n a and P e r s i a . 

Adams s u g g e s t e d t h e e s t a b l i s h m e n t o f an i n t e r n a t i o n a l c o m m i s s i o n 
1 1 2 

t o s u p e r v i s e f o r e i g n i n v e s t m e n t s . 

The f i n a l p r o b l e m t r e a t e d by Adams was t h a t o f g e n e r a l 

c o r r u p t i o n . S h o u l d t h e powers o f g o v e r n m e n t be e x t e n d e d when 

g o v e r n m e n t was so i n e f f i c i e n t and c o r r u p t ? Adams' ar g u m e n t was 

t h a t t h e i n e f f i c i e n c y and c o r r u p t i o n c o u l d be overcome t h r o u g h 

t h e e x t e n s i o n o f g o v e r n m e n t and t h e e s t a b l i s h m e n t o f a p r o f e s s i o n a l , 
113 

w e l l p a i d , and c a r e e r s t r u c t u r e d c i v i l s e r v i c e . 

I l l S.N. P a t t e n . 

P a t t e n ' s work r e p r e s e n t s an a t t e m p t t o d e v e l o p a t h e o r y o f 

p r o g r e s s i v e e v o l u t i o n by c o m b i n i n g e l e m e n t s t a k e n f r o m t h e German 

h i s t o r i c a l w r i t e r s , e v o l u t i o n a r y s o c i o l o g i s t s , u t i l i t a r i a n i s m , 

and m a r g i n a l i s t d o c t r i n e . P a t t e n d i f f e r s f r o m E l y and Adams i n 

t h e e x t e n t o f h i s m a t e r i a l i s m and i n d i v i d u a l i s m , b u t he had a 

s i m i l a r end i n v i e w ; t o p r o v i d e a " s c i e n t i f i c " f o u n d a t i o n f o r h i s 

1 1 1 . H.C. Adams, " I n t e r n a t i o n a l S u p e r v i s i o n Over F o r e i g n 
I n v e s t m e n t s , " A m e r i c a n Economic Review 10, supp. ( 1 9 2 0 ) : 58-67. 

112. I b i d . 
.1.1.3. .H...C. Adams, " R e l a t i o n o f t h e S t a t e t o I n d u s t r i a l A c t i o n , " 

i n Two E s s a y s , pp.89, 114. 
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d e e p l y h e l d e t h i c a l b e l i e f s . 

P a t t e n on Method and Scope. 

P a t t e n c o n c e i v e d o f t h i s t h e o r y o f p r o g r e s s i v e e v o l u t i o n 
as "a r e a l i s t i c c o n c r e t e s c i e n c e t r e a t i n g " a l l t h e phenomena o f 

1-1 5 

s o c i e t y . " R e a l i s m f o r P a t t e n was a f u n c t i o n o f t h e e x t e n t 

t o w h i c h " a l l t h e phenomena" were i n c l u d e d , and was n e c e s s a r y 

t o e n s u r e t h e u s e f u l n e s s o f t h e s c i e n c e f o r u n d e r s t a n d i n g and 

d i r e c t i n g t h e c o u r s e o f e v o l u t i o n a r y change. 

I n a t t e m p t i n g t o a c h i e v e such a s c i e n c e P a t t e n moved w e l l 

o u t s i d e t h e t r a d i t i o n a l b o u n d a r i e s o f e c o n o m i c s i n t o b i o l o g y , 

s o c i o l o g y , and p s y c h o l o g y . P a t t e n d i d n o t e q u a t e t h i s l a r g e r 

s c i e n c e w i t h " p u r e e c o n o m i c s " b u t he d i d m a i n t a i n t h a t i t a l l 

f e l l w i t h i n t h e r e a l m o f a l a r g e r "economic t h e o r y . " T h i s was 

because P a t t e n gave economic f a c t o r s and economic b e h a v i o u r a 
116 

f u n d a m e n t a l r o l e i n t h i s s c i e n c e . 

P a t t e n ' s " r e a l i s t i c c o n c r e t e s c i e n c e " was made up by b r i n g i n g 

t o g e t h e r t h r e e i n d i v i d u a l l y " h y p o t h e t i c a l " t h e o r i e s , t h e t h e o r y 
o f goods, t h e t h e o r y o f u t i l i t i e s , and t h e t h e o r y o f s o c i a l 
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f a r c e s . P a t t e n a r g u e d t h a t t h e t h e o r y o f goods and t h e t h e o r y 

o f u t i l i t i e s t o g e t h e r made up t h e f i e l d o f " p u r e e c o n o m i c s . " He 

c r i t i c i s e d t h e " o l d s o c i a l p h i l o s o p h i e s " f o r d i v i d i n g t h i s 114. J.L. B o s w e l l , o p . c i t . , pp.34-45; D.M. Fox, o p . c i t . , 
p a s s i m ; R.G. T u g w e l l , "The L i f e and Work o f Simon N e l s o n P a t t e n , " 
o p . c i t . , p . 1 9 1 . 

115. S.N. P a t t e n , . "The R e l a t i o n o f Economics t o S o c i o l o g y , " 
A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l S c i e n c e 5 
" ( 1 8 9 5 ) : 577 . 

•-116. S.N. P a t t e n , "The Scope o f P o l i t i c a l Economy," Y a l e 
Review, o.s.,. 2 (.1893): 264.-287; "The .Organic Cone e p t of. S o c i e t y , " 
A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l S c i e n c e 4 
T1 894.) ;. .4.04-40,9.; "The F a i l u r e o f B i o l o g i c S o c i o l o g y , " A n n a l s o f t h e 
American. Ac.ade.m.y. o f P o l i t i c a l and. ..Social S c i e n c e 4 ( 1 8 9 4 ) : 1 19-145; 
and The R e c o n s t r u c t i o n o f Economic T h e o r y , p p . 1 - 12. 

117. S.N. P a t t e n , "The R e l a t i o n o f Economics t o S o c i o l o g y , " 
op . c i t . , p p.582-583. 



f i e l d i n t o p o l i t i c a l economy and u t i l i t a r i a n i s m and s e p a r a t i n g 

them f r o m each o t h e r . P a t t e n m a i n t a i n e d t h a t p u r e e c o n o m i c s 
118 

had t o i n c l u d e b o t h " s u b j e c t i v e " and " o b j e c t i v e " e l e m e n t s . 

The t h e o r y o f goods P a t t e n d e f i n e d as "a t h e o r y o f m a t e r i a l 

w e a l t h and o f t h e o b j e c t i v e c o n d i t i o n s w h i c h d e t e r m i n e i t s 

p r o d u c t i o n and i n c r e a s e . " The t h e o r y o f u t i l i t i e s was a t h e o r y 

o f i n d i v i d u a l r a t i o n a l c h o i c e based on u t i l i t a r i a n c a l c u l a t i o n , 

b u t P a t t e n a r g u e d t h a t "some a l l o y f r o m t h e o b j e c t i v e w o r l d 

must be m i n g l e d w i t h t h e p u r e l y s u b j e c t i v e phenomena o f 

u t i l i t a r i a n i s m t o make t h e l a t t e r c o n c r e t e and d e f i n i t e . " Thus 

t h e c h o i c e s o f i n d i v i d u a l s a r e seen as c o n d i t i o n e d by t h e 
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p h y s i c a l , " o b j e c t i v e " e n v i r o n m e n t . 

P a t t e n t h e n went on t o a r g u e t h a t a c o m p l e t e p i c t u r e , 

p a r t i c u l a r l y f o r t h e " h i g h e r f o r m s o f s o c i e t y , " c o u l d o n l y be 

o b t a i n e d w i t h t h e a d d i t i o n o f a t h e o r y o f " s o c i a l f o r c e s . " He 

a l l o w e d t h a t t h i s was a l e g i t i m a t e f i e l d f o r s o c i o l o g i s t s and 

p s y c h o l o g i s t s , a l t h o u g h t h a t by no means p r e v e n t e d him f r o m 

e x p l o r i n g i t h i m s e l f . The t h e o r y o f s o c i a l f o r c e s c o n s i d e r s 

t h e d e v e l o p m e n t and r o l e o f such t h i n g s as c u s t o m s , l a w s , h a b i t s , 

i n s t i t u t i o n s , and b e l i e f s . These go t o make up t h e " s u b j e c t i v e 

e n v i r o n m e n t , " w h i c h , j u s t as t h e o b j e c t i v e e n v i r o n m e n t , i s 
1 20 

c a p a b l e o f m o d i f y i n g human b e h a v i o u r and c h o i c e . 

118. S.N. P a t t e n , "The Scope o f P o l i t i c a l Economy," o p . c i t . , 
pp.264-286. 

119. I b i d . 
120. S.N. P a t t e n , "The O r g a n i c Concept o f S o c i e t y , " o p . c i t . , 

pp.404-409. I t i s i m p o r t a n t t o n o t e t h a t i n t h i s a r t i c l e P a t t e n 
d e f i n e s t h e o r g a n i c c o n c e p t o f s o c i e t y i n a r a d i c a l l y d i f f e r e n t way 
f r o m most o f h i s c o n t e m p o r a r i e s . To P a t t e n t h e o r g a n i c c o n c e p t 
r e l a t e s o n l y t o t h e t y p e o f u n i t y p r o d u c e d by economic f o r c e s , such 
as t h e d i v i s i o n o f l a b o u r , and i g n o r e s t h e r o l e o f s o c i a l f o r c e s , 
f o r o t h e r s t h e o r g a n i c c o n c e p t was used t o s t r e s s t h e i n t e r r e l a t e d -
n ess o f e c o n o m i c , s o c i a l , l e g a l and e t h i c a l f o r c e s . P a t t e n ' s 
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P a t t e n r e c o n c i l e s t h i s t h e o r y w i t h h i s u n d e r l y i n g e m p h a s i s 

on economic f o r c e s by a r g u i n g t h a t t h e economic s i t u a t i o n 

shapes t h e s u b j e c t i v e e n v i r o n m e n t . Thus, a s o c i e t y i s f o r m e d 

when i n d i v i d u a l s p r o j e c t t h e same s u b j e c t i v e e n v i r o n m e n t , and 

t h i s o c c u r s when " o b j e c t i v e c o n d i t i o n s and t h e p r e s s u r e o f 
1 21 

u t i l i t a r i a n m o t i v e s a r e t h e same f o r a g r o u p o f i n d i v i d u a l s . " 

P a t t e n a v o i d s s t a t i n g t h a t t h e p r e s e n t can be u n d e r s t o o d e n t i r e l y 

by r e f e r e n c e t o p r e s e n t o b j e c t i v e c o n d i t i o n s by a r g u i n g t h a t 

s o c i a l l a w s a r e s l o w t o change and t h e r e f o r e may be o u t o f s t e p 

w i t h t h e o b j e c t i v e e n v i r o n m e n t . 

P a t t e n , a l o n g w i t h E l y and Adams, saw t h e e v o l u t i o n a r y 

p r o c e s s as p r o g r e s s i v e , and, d e s p i t e h i s c r i t i c i s m s o f t h e 
1 22 

u n i l i n e a r schemes o f t h e e v o l u t i o n a r y s o c i o l o g i s t s , he a r g u e d 

t h a t t h e r e was a " n o r m a l l i n e o f d e v e l o p m e n t " w h i c h w o u l d 

c u l m i n a t e i n t h e f o r m a t i o n o f a " s o c i a l commonwealth." T h i s 

s o c i a l commonwealth r e f l e c t e d P a t t e n ' s r e l i g i o u s i d e a l s and 
123 

a c t e d as an a b s o l u t e s t a n d a r d o f j u d g e m e n t . P a t t e n , i n e f f e c t , 

b a c k s away f r o m a t h o r o u g h g o i n g r e l a t i v i s m and m a i n t a i n s t h a t 

t h e r e i s a b a s i c p a r t o f human n a t u r e t h a t may be submerged b u t 

n o t e r a d i c a t e d by e n v i r o n m e n t a l c o n d i t i o n s . T h i s he e q u a t e s 
d e f i n i t i o n comes n e a r e s t t o t h a t o f D u r k h e i m ' s " o r g a n i c s o l i d a r i t y , " 
b u t t h e r e i s no e v i d e n c e t h a t P a t t e n was f a m i l i a r w i t h D u r k h e i m 

1 2 1 . I b i d . , p.408. 
122. S.N. P a t t e n , "The F a i l u r e o f B i o l o g i c S o c i o l o g y , " op. c i t . 

p p.119-145; S.N. P a t t e n , "The B a c k g r o u n d o f Economic T h e o r i e s , " 
P u b l i c a t i o n s o f t h e A m e r i c a n S o c i o l o g i c a l S o c i e t y , 7 ( 1 9 1 2 ) : 126-
130. P a t t e n was p a r t i c u l a r l y c r i t i c a l o f Spencer f o r g e n e r a l i s i n g 
f r o m E n g l i s h e x p e r i e n c e o n l y , , d e s p i t e t h e f a c t : t h a t he d i d t h e same 
t h i n g h i m s e l f i n h i s D e v e l o p m e n t o f E n g l i s h T h o u g h t (New Y o r k , 1899) 
because E n g l i s h e x p e r i e n c e was t h e most t y p i c a l . 

123: S.N. P a t t e n , The T h e o r y o f S o c i a l F o r c e s ( P h i l a d e l p h i a , 
1 8 9 6 ) , pp.81-99. 
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e q u a t e s w i t h t h e " n o r m a l , " w h i c h i s t h e " p e r m a n e n t , t h e 
1 24 

a b i d i n g , t h e good." 
P a t t e n f e l t t h a t s o c i a l s c i e n c e s h o u l d be aimed a t f o r w a r d i n g 

t h e " p r o g r e s s i v e f o r c e s o f s o c i e t y , " and a c h i e v i n g t h e s o c i a l 
1 25 

commonwealth. Thus, a l t h o u g h P a t t e n a t t e m p t e d t o t r a n s l a t e 
126 

h i s e t h i c a l i d e a s i n t o " s c i e n t i f i c " and l o g i c a l p r o p o s i t i o n s , 
i t i s p r e c i s e l y t h i s a s p e c t o f h i s work t h a t l e d him i n t o h i s 

1 27 

most u n s a t i s f a c t o r y p r o n o u n c e m e n t s . 

On method P a t t e n a r g u e s t h a t t h e c o r r e c t m e t h o d o l o g y c o n s i s t s 

o f a c o m b i n a t i o n o f i n d u c t i o n and d e d u c t i o n i n w h i c h " t h e 

i n d u c t i o n s p r e c e d e and d e t e r m i n e t h e d e d u c t i o n s . " He a r g u e s 

t h a t i n e c o n o m i c s c a u s e s a r e a p p a r e n t and d i s c o v e r a b l e by 

o b s e r v a t i o n and t h a t d e d u c t i v e r e a s o n i n g s h o u l d t h e n p r o c e e d 
128 

f r o m causes t o e f f e c t s . Such s t a t e m e n t s as t h e s e , and P a t t e n ' s 

r e j e c t i o n o f t h e g e n e r a l a p p l i c a b i l i t y o f l a w s o f human b e h a v i o u r 

t o a l l h i s t o r i c a l e p o c hs, have l e d some c o m m e n t a t o r s , such as 
129 

N o b l e , t o c o n c l u d e t h a t P a t t e n was b a s i c a l l y i n d u c t i v e i n a p p r o a c h , 

w h i l e i n f a c t he used h i s t o r i c a l t e c h n i q u e s o n l y r a r e l y , and 

e m p i r i c a l methods n e v e r . P a t t e n ' s o b s e r v a t i o n was a l w a y s o f 124. See D.W. N o b l e , o p . c i t . , pp.193-198. 
125. S.N. P a t t e n , "The Scope o f P o l i t i c a l Economy," o p . c i t . , 

p.264. 
126. P a t t e n l a t e r became a c o n v e r t t o P r a g m a t i s m i n h i s 

a t t e m p t s t o do t h i s . However, h i s c o n c e p t i o n o f P r a g m a t i s m was n o t 
a p a r t i c u l a r l y s o p h i s t i c a t e d one. See S.N. P a t t e n , " P r a g m a t i s m 
and S o c i a l S c i e n c e , " J o u r n a l o f P h i l o s o p h y , P s y c h o l o g y , and S c i e n t i f i c 
Method 80 ( 1 9 1 1 ) : 273-279; and such a r t i c l e s as "Can Economics 
F u r n i s h an O b j e c t i v e S t a n d a r d o f M o r a l i t y , " The J o u r n a l o f 
S p e c u l a t i v e P h i l o s o p h y 12 (1092).: .322-332; and "The Economic B a s i s 
o f P r o h i b i t i o n , " A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and 
S o c i a l S c i e n c e 2 ( 1 8 9 2 ) : 59-68. ' 

127. S.N. P a t t e n , "The Scope o f P o l i t i c a l Economy," o p . c i t . 
128.. S.N. P a t t e n , "The F a i l u r e o f B i o l o g i c S o c i o l o g y , " op. c i t . , 

pp .928-929.;. and. S.N. .Patten.,. "M.althus and R i c a r d o , " A m e r i c a n 
Economic A s s o c i a t i o n P u b l i c a t i o n s , 1 s t s e r . 4 ( 1 8 8 9 ) : 9-34. 

129. D.W. N o b l e , o p . c i t . , p.180. 
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t h e most c a s u a l k i n d , and, as T u g w e l l has s t a t e d , P a t t e n mas a 

g r e a t d e a l more d e d u c t i v e i n a p p r o a c h t h a n he o f t e n seemed t o 
, . l p 130 r e c o g n i s e h i m s e l f . 

P a t t e n ' s T h e o r y o f P r o g r e s s i v e E v o l u t i o n . 

P a t t e n ' s i d e a s c o n c e r n i n g h i s e v o l u t i o n a r y scheme a r e 

p r e s e n t e d i n The P r e m i s e s o f P o l i t i c a l Economy, The C o n s u m p t i o n 

o f W e a l t h , and The T h e o r y o f S o c i a l F o r c e s . I n t h e s e works 

P a t t e n a t t e m p t s t o show t h a t p r o s p e r i t y and p r o g r e s s a r e b e i n g 

h e l d back due t o a l a c k o f a d j u s t m e n t between s u b j e c t i v e and 

o b j e c t i v e e n v i r o n m e n t s ; a t y p e o f c u l t u r e l a g . P a t t e n ' s a r g u m e n t 

r e s t s on a p s y c h o l o g i c a l t h e o r y w h i c h r e l a t e s t h e o b j e c t i v e t o 

t h e s u b j e c t i v e e n v i r o n m e n t b u t a l l o w s f o r t h e p o s s i b i l i t y o f 
131 

m a l - a d j u s t m e n t . 

P a t t e n makes a s h a r p d i s t i n c t i o n b etween s e n s o r y and m o t o r 

a c t i v i t i e s . S e n s o r y i d e a s a r e i m p u l s e s c a r r i e d t o t h e b r a i n 

f r o m t h e sense o r g a n s , w h i l e m o t o r a c t i v i t i e s a r e t h e a u t o m a t i c 

a d j u s t m e n t o f t h e o r g a n i s m t o t h e e n v i r o n m e n t a l i n f o r m a t i o n 

p r o v i d e d by t h e sense o r g a n s . A u t o m a t i c a d j u s t m e n t t o P a t t e n 

i n c l u d e d t h e d e v e l o p m e n t o f v a l u e s , s p i r i t u a l and i n t e l l e c t u a l 

d e s i r e s , and ways o f t h i n k i n g . G i v e n a h a r s h e n v i r o n m e n t man 

w o u l d r e s p o n d w i t h i d e a s and i n s t i t u t i o n s d e s i g n e d t o a v o i d 

p a i n t o t h e s e l f , and hence man's s e l f i s h and c o m p e t i t i v e o u t l o o k 

d u r i n g e r a s o f s c a r c i t y . On t h e o t h e r hand, an a b u n d a n t o r 

p l e a s u r e f i l l e d e n v i r o n m e n t s h o u l d l e a d t o a " s o c i a l commonwealth" 

o f c o o p e r a t i o n , s e l f l e s s n e s s , a r e g a r d f o r o t h e r s , and due t o 

.130. R.T. T u g w e l l , "The L i f e and Work o f Simon N e l s o n P a t t e n 
o p . c i t . , p.185. L a t e r i n h i s c a r e e r P a t t e n d i d a l i g n h i m s e l f w i t h 
d e d u c t i o n , a l t h o u g h he c o n t i n u e d t o a r g u e t h a t . d e d u c t i o n s , s h o u l d 
be f i r m l y based on f a c t s . See S . I\l. P a t t e n , The R e c o n s t r u c t i o n o f 
Economic T h e o r y , p.4. 

1 3 1 . See H.R. Seager, " P r o f e s s o r P a t t e n ' s T h e o r y o f P r o s p e r i 
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f r e e d o m f r o m t h e f e a r o f s c a r c i t y and p a i n , a c o n c e n t r a t i o n on 
13 2 

i n t e l l e c t u a l and s p i r i t u a l m a t t e r s , and s e l f - r e s t r a i n t . 

However, P a t t e n a l s o a r g u e d t h a t m o t o r r e s p o n s e s may become 

h a r d e n e d and d i f f i c u l t t o change. As t h e s e m o t o r r e s p o n s e s 

d e t e r m i n e t h e s u b j e c t i v e e n v i r o n m e n t , t h e r e i s t h e p o s s i b i l i t y 

t h a t t h e s u b j e c t i v e and o b j e c t i v e e n v i r o n m e n t s w i l l n o t be 
1 33 

a d j u s t e d t o each o t h e r . 

P a t t e n went on t o p o s t u l a t e t h a t h i s t o r y can be d i v i d e d 

i n t o two e p o c h s , a " p a i n economy" up t o t h e 1 7 t h c e n t u r y and a 

" p l e a s u r e economy" w h i c h had been d e v e l o p i n g s l o w l y s i n c e t h e n . 

A m e r i c a , a c c o r d i n g t o P a t t e n , was s t i l l i n t h e p r o c e s s o f 

t r a n s i t i o n t o a p l e a s u r e economy. The p a i n economy had r e s u l t e d 

i n most p e o p l e b e i n g t i m i d and c o n s e r v a t i v e , a t t e m p t i n g t o 

a v o i d p a i n . W i t h t h e a r r i v a l o f s m a l l i n c r e a s e s i n n a t u r a l 

w e a l t h a " s e n s u a l i s t " t y p e emerges who e x p l o i t s t h e t i m i d " d i n g e r s . " 

These s e n s u a l i s t s a r e , f o r i n s t a n c e , f e u d a l l o r d s o r c a p i t a l i s t s 

who r e s p o n d w i t h g r e e d and s e l f i s h n e s s t o t h e g r o w t h o f s u r p l u s . ^ 

T h e i r b e h a v i o u r p e r p e t u a t e s s c a c i t y f o r o t h e r s by m a i n t a i n i n g 

an u n e q u a l d i s t r i b u t i o n o f i n c o m e , p o v e r t y , and by s e c u r i n g t h e 
1 35 

use o f p r o d u c t i o n r e s o u r c e s f o r " o v e r c o n s u m p t i o n . " 

A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l S c i e n c e 19 
T1902): 2 4 1 . 

132. S.N. P a t t e n , The T h e o r y o f S o c i a l F o r c e s , pp.5-48. P a t t e n , 
l i k e t h e u t i l i t a r i a n s ' , b u t u n l i k e S p e n c e r , d i d n o t p o s t u l a t e a 
f u t u r e where a l l p a i n was e l i m i n a t e d , as t h e e x i s t e n c e o f p a i n was 
t o P a t t e n n e c e s s a r y as a r e s t r a i n t . See, The T h e o r y o f S o c i a l 
F o r c e s , pp. 75-77; and S.N. P a t t e n , . ".Can Economics F u r n i s h an Ob
j e c t i v e S t a n d a r d o f M o r a l i t y , " up . c i t . . , pp. 322-332. 

133. S.N. P a t t e n , The T h e o r y o f S o c i a l F o r c e s , pp.75-77, 122; 
D.M. Fox, op . c i t . , pp. 71-73; D.W.. Noble,. . . o p . c i t . 

134. S.N. P a t t e n , t h e New B a s i s of, C i v i l i z a t i o n ( C a m b r i d g e , 
Mass., 1 9 6 8 ) , pp.67-94. I ) . W . N o.b.l o.,. u p . . c i t . . , .p.p .183-186. 

135. S.N. P a t t e n , t h e T h e o r y o f P r o s p e r i t y (New Y o r k , 1 9 0 2 ) ; 
S.N. P a t t e n , "The E f f e c t o f t h e C o n s u m p t i o n o f W e a l t h on t h e Economic 
W e l f a r e o f S o c i e t y , " i n H.C. Adams e t a l . , S c i e n c e Economic 
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P a t t e n s p e n t a c o n s i d e r a b l e amount o f e f f o r t on t h e a n a l y s i s 

o f c o n s u m p t i o n . He a r g u e d t h a t c o n d i t i o n s o f s c a r c i t y l e d t o 

st.rong a p p e t i t e s f o r r e l a t i v e l y few c o m m o d i t i e s so t h a t as 

p r o d u c t i v e p o t e n t i a l i n c r e a s e d i t would t e n d t o be used f o r t h e 

i n c r e a s e d p r o d u c t i o n and o v e r c o n s u m p t i o n o f a n a r r o w r a n g e o f 
13 6 

goods. P a t t e n f e l t t h a t t h i s was, i n some s e n s e , i n e f f i c i e n t , 
as a g r e a t e r t o t a l o f u t i l i t i e s c o u l d be g e n e r a t e d i f c o n s u m p t i o n 

137 

was s w i t c h e d t o a b r o a d e r r a n g e o f c o m p l e m e n t a r y goods. At 

t i m e s P a t t e n a l s o a r g u e d t h a t t h e p r o d u c t i o n o f a w i d e r r a n g e o f 

goods c o u l d h e l p a v o i d t h e p r o b l e m o f d i m i n i s h i n g r e t u r n s , 
13 8 

a l t h o u g h h i s argument on t h i s p o i n t was weak. 

Consuming a b r o a d r a n g e o f c o m p l e m e n t a r y goods, i n c l u d i n g 

i n t e l l e c t u a l goods, was, f o r P a t t e n , a c o n d i t i o n o f p r o g r e s s , as 

abundance c o u l d n o t be a c h i e v e d as l o n g as b e h a v i o u r was 

c o n d i t i o n e d by h a b i t s f o r m e d u n d e r s c a r c i t y . A l t h o u g h t h e 

r a t i o n a l consumer b e h a v i n g " n o r m a l l y " would r e s p o n d by c o n s u m i n g 
139 

a w i d e r v a r i e t y o f goods and a v o i d i n g o v e r i n d u l g e n c e , t h e 

p r o b l e m was t o b r e a k o l d h a b i t s . 

On o c c a s i o n P a t t e n t a k e s an e x t r e m e l y d e t e r m i n i s t i c p o s i t i o n , 
D i s c u s s i o n , pp.123-135; A. J o h n s o n , " P a t t e n ' s T h e o r y o f P r o p e r t y , " 
P o l i t i c a l S c i e n c e Q u a r t e r l y 17 ( 1 9 0 2 ) : 313-317. 

136. S.N. P a t t e n , The P r e m i s e s o f P o l i t i c a l Economy (New Y o r k , 
1 9 6 8 ) , p p . 4 9 - 7 1 ; S.N. P a t t e n , The C o n s u m p t i o n o f W e a l t h ( P h i l -
a d e l p h i a , 1 9 0 1 ) ; S.N. P a t t e n , "The Economic B a s i s o f P r o h i b i t i o n , " 
op . c i t . , pp.59-68. 

137. S.N. P a t t e n , The T h e o r y o f Dynamic Economics ( P h i l 
a d e l p h i a , 1 8 9 2 ) ; S.N. P a t t e n , " C o s t and U t i l i t y , " A n n a l s o f t h e 
A m e r i c a n Academy o f P o l i t i c a l and S o c i a l S c i e n c e 3 ( 1 8 9 3 ) : - 4 0 9 - 4 2 8 ; 
S.N. P a t t e n , "Cost and Expense,,", i b i d . , pp.. 703-735.. 

138. S.N. P a t t e n , The P r e m i s e s o f P o l i t i c a l Economy, p . 7 1 . 
139. S.N. P a t t e n , The T h e o r y o f Dynamic E c o n o m i c s , pp.128-134; 

S.N. P a t t e n , "Cost and U t i l i t y , " o p . c i t . , pp.409-428. 
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a r g u i n g t h a t t h o s e who f a i l e d t o a d j u s t w o u l d s i m p l y be weeded 

o u t i n t h e e v o l u t i o n a r y p r o c e s s , b u t p a r t i c u l a r l y i n h i s l a t e r 

work P a t t e n e m p h a s i s e d t h e need f o r p o s i t i v e a c t i o n i n o r d e r 

t o a i d t h o s e g r o u p s who c o u l d n o t , because o f t h e i r p o v e r t y , be 

e x p e c t e d t o a d j u s t by t h e m s e l v e s . 

The P r a c t i c e o f T r a n s i t i o n . 

T r a n s i t i o n t o t h e s o c i a l commonwealth was, f o r P a t t e n , a 

m a t t e r o f t h e c r e a t i v e a d j u s t m e n t o f t h o s e who had escaped 

s c a r c i t y , c o m b i n e d w i t h t h e g r o w t h o f r e l i g i o u s f e e l i n g and an 

a m b i t i o u s programme o f g o v e r n m e n t l e g i s l a t i o n and s o c i a l w o r k . ^ ^ 

Those i n d i v i d u a l s o r f a m i l i e s who had a d j u s t e d w o u l d , i n t u r n , 

i m p r o v e c o n d i t i o n s f o r t h e i r c h i l d r e n and f o r o t h e r s . For 

i n s t a n c e , t h e c a p i t a l i s t c o u l d become a " s o c i a l i s e d c a p i t a l i s t , " 

and engage i n "income a l t r u i s m " t o h e l p o t h e r s . These f u l l y 

a d j u s t e d p e r s o n a l i t i e s w o u l d u n d e r t a k e a programme o f s o c i a l work 

t o e l i m i n a t e p o v e r t y and h e l p t h e i r f e l l o w men a l s o t o a d j u s t . 

As P a t t e n s t a t e d : 

t h e r e can be no p e r m a n e n t p r o g r e s s u n t i l p o v e r t y i s 
e l i m i n a t e d , f o r t h e n and o n l y t h e n w i l l t h e n o r m a l l y 
e v o l v i n g m a n . . . f o r c e a d j u s t m e n t s g e n e r a t i o n by 
g e n e r a t i o n , w h i c h w i l l r a i s e t h e g e n e r a l l e v e l o f 
i n t e l l e c t and c h a r a c t e r . 

140. R e l i g i o u s f e e l i n g was a l s o " n o r m a l . " See S.N. P a t t e n , 
The S o c i a l B a s i s o f R e l i g i o n (New Y o r k , 1 9 1 1 ) ; and S.N. P a t t e n , 
"The Economic Causes o f M o r a l P r o g r e s s , " A n n a l s o f t h e A m e r i c a n 
Academy o f P o l i t i c a l and S o c i a l S c i e n c e 3 ( 1 8 9 3 ) : 129-49; S.N. P a t t e n 
The New B a s i s o f C i v i l i z a t i o n , 1907 (New Y o r k , 1 9 5 3 ) , pp.67-94. 
Of c o u r s e P a t t e n ' s r e f o r m programme a l s o i n v o l v e d h i s " r e c o n s t r u c t e d 
e c o n o m i c s , " and he c r i t i c i s e d c l a s s i c a l t h e o r y as b e i n g t h e r e s u l t 
o f c o n d i t i o n s o f s c a r c i t y . See S.N. P a t t e n , The R e c o n s t r u c t i o n o f 
Economic T h e o r y , p a s s i m . ; S.N. P a t t e n , " M a l t h u s and R i c a r d o , " 
o p . . c i t . ; S...N... P a t t e n , "The I n t e r p r e t a t i o n o f R i c a r d o , " Q u a r t e r l y 
J o u r n a l o f Economics 7 ( 1 893.) :. .3 22-35 3.. . 

1 4 1 . S.N. Patten,'The'New B a s i s o f C i v i l i z a t i o n , p.197. 
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P a t t e n d i d n o t f i n d t h e work o f e x i s t i n g c h a r i t i e s and 

v o l u n t a r y a g e n c i e s a n y t h i n g l i k e a d e q u a t e f o r t h e t a s k , as t h e y 

were, t o P a t t e n , d i r e c t e d by o l d f a s h i o n e d and outmoded v a l u e s , 
142 

u s e l e s s f o r a i d i n g t h e a d j u s t m e n t o f t h e p o o r . 

P a t t e n a r g u e d t h a t s o c i a l w o r k e r s s h o u l d a c t u a l l y a g i t a t e 

f o r more and b e t t e r l e g i s l a t i o n t o e l i m i n a t e t h e causes o f 

p o v e r t y . S o c i a l work s h o u l d be d i r e c t e d a t i m p r o v i n g e n v i r o n m e n t s 

r a t h e r t h a n a t v g i v i n g a d v i c e t o t h o s e whose supposed " i n a d e q u a c i e s " 

o r " p e r s o n a l i t y d e f e c t s " l e d them i n t o p o v e r t y . A c c o r d i n g t o 

Fox, P a t t e n , a l t h o u g h he sometimes p l a y e d down t h e r o l e o f t h e 

s t a t e , was c l e a r l y l o o k i n g f o r w a r d t o a w e l f a r e s t a t e r e p l a c i n g 

t h e e f f o r t s o f t h e v o l u n t a r y c h a r i t i e s . He a r g u e d t h a t p e o p l e 

must be moved " f r o m t h e m a r g i n " i n s t e a d o f b e i n g a i d e d " a t t h e 

m a r g i n , " and m a i n t a i n e d t h a t t h e c r i t e r i a f o r s u c c e s s s h o u l d be 

t h e number o f " i n d e p e n d e n t s e l f s u p p o r t i n g f a m i l i e s " c r e a t e d . 

T h i s movement o f p e o p l e f r o m t h e m a r g i n i n v o l v e s t h e i r 

e d u c a t i o n i n t o p r o p e r c o n s u m p t i o n h a b i t s , t h e i r own and s o c i a l 

w o r k e r s ' a g i t a t i o n f o r h i g h e r wages, s h o r t e r h o u r s , and o t h e r 

f a c t o r y l e g i s l a t i o n , t h e p r o v i s i o n o f h e a l t h y and i n t e l l e c t u a l l y 

s t i m u l a t i n g r e c r e a t i o n a l and e d u c a t i o n a l f a c i l i t i e s , t e n e m e n t 

house r e f o r m , and p u b l i c s a n i t a t i o n programmes. To P a t t e n t h i s 

"new c i v i l i s a t i o n w i l l be r e a d y as soon as s o c i a l work has been 

made a s c i e n c e and i s p r a c t i c e d w i t h k n o w l e d g e and i d e a s w h i c h 

make c l e a r . . . t h e t r e a s u r e s i n h e a l t h and h a p p i n e s s and s a f e t y 

142. For an expanded d i s c u s s i o n o f t h i s p o i n t see D.M. Fox, 
op . c i t . , p p.100-104. 

143. I b i d . , and S. I\l. P a t t e n , The New B a s i s o f C i v i l i z a t i o n , 
pp.20, 204-220; and S.N. P a t t e n , "The P o l i t i c a l S i g n i f i c a n c e o f 
Recent Economic T h e o r i e s , " A n n a l s o f t h e A m e r i c a n Academy o f 
P o l i t i c a l and S o c i a l S c i e n c e 32 ( 1 9 0 8 ) : 82-94. 
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o f t h e new t i m e . " S o c i a l work combined w i t h g o v e r n m e n t 

l e g i s l a t i o n were t o P a t t e n t h e m a j o r a g e n t s o f b o t h s o c i a l 

a m e l i o r a t i o n and s o c i a l c o n t r o l . 

P a t t e n ' s e m p h a s i s on l e g i s l a t i o n i s one a s p e c t o f h i s work 

echoed by many o f h i s c o n t e m p o r a r i e s , b u t h i s c o n c e p t i o n o f 

s o c i a l work was v e r y l a r g e l y P a t t e n ' s own, and i t e a r n e d him 

b o t h c o n s i d e r a b l e s u p p o r t and a d m i r a t i o n , as w e l l as h o s t i l i t y 

f r o m t h e e s t a b l i s h e d c h a r i t y o r g a n i s e r s . 

P a t t e n a l s o p l a c e d g r e a t e m p h a s i s on t h e r o l e o f e d u c a t i o n . 

I n h i s T h e o r y o f Dynamic Economics he a r g u e s t h a t : 
As t h e i m p o r t a n c e o f t h e p s y c h i c a l e l e m e n t s o f 
p r o d u c t i o n becomes more c l e a r l y p e r c e i v e d , . . . t h e 
scheme o f e d u c a t i o n w i l l be b r o a d e n e d u n t i l a l l 
t h e p r o d u c t i v e q u a l i t i e s and f e e l i n g s i n men a r e 
e n c o u r a g e d . T h i s e d u c a t i o n must c o n t i n u e u n t i l 
e v e r y i n d i v i d u a l i s p r o m p t e d by t h e same s o c i a l 
f e e l i n g , and l o o k s upon t h e f i e l d o f p r o d u c t i o n 
f r o m t h e same s t a n d p o i n t s . The d o m i n a n t 
c h a r a c t e r i s t i c s o f each c l a s s w i l l t h e n be a 
p a r t o f t h e p s y c h i c a l p r e m i s e s o f e v e r y o t h e r 
c l a s s , and t h e f e e l i n g s d e v e l o p e d by t h e 
o p p o s i t i o n o f c l a s s i n t e r e s t w i l l d i s a p p e a r . . . ^ 

I 4 D 

S o c i a l work and e d u c a t i o n were a l s o t o be combined w i t h 

f u r t h e r s t a t e a c t i o n i n t h e f o r m o f t a r i f f p r o t e c t i o n . T h i s 

would h e l p A m e r i c a ' s " a d j u s t r r r e n t " and p r e v e n t i t f r o m b e i n g 
u p s e t v i a t h e i n f l u e n c e , t h r o u g h t r a d e , o f n a t i o n s t h a t had n o t 

147 

y e t a d j u s t e d . P a t t e n ' s programme was t h u s one o f c o n s i d e r a b l e 

s t a t e a c t i o n combined w i t h t h e e n c o u r a g e m e n t o f r e l i g i o n and 

t h e i d e a l o f c o o p e r a t i o n . 
145. See D.M. Fox, o p . c i t . , pp.100-104; f o r d e t a i l s on t h e 

a r g u m e n t s t h a t r a g e d between P a t t e n and p i l l a r s o f t h e c h a r i t y 
movement such as M i s s Richmond. See a l s o S. I\l. P a t t e n , " B a c k s l i d i n g 
on S o c i a l Work," S u r v e y 44 (.19.20):. 3 3 8-3.43.. 

146. S.M. P a t t e n , The T h e o r y o f D.ynam.i.c. Ec o n o m i c s , p.153. 
147. S.M. P a t t e n , The Economic B a s i s o f P r o t e c t i o n ( P h i l 

a d e l p h i a , 1 8 9 0 ) . 
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IW I n s t i t u t i o n a l i s m and t h e New S c h o o l W r i t e r s . 

The work o f E l y , Adams, and P a t t e n had an i m p o r t a n t 

i n f l u e n c e on l a t e r i n s t i t u t i o n a l i s t w r i t e r s , s e v e r a l o f whom 

were t h e i r p u p i l s . E l y had a l a r g e i m p a c t on J.R. Commons, Adams 

i n f l u e n c e d W.H. H a m i l t o n and C.H. C o o l e y , among o t h e r s , and P a t t e n 
148 

l e f t h i s mark on R.G. T u g w e l l . V e b l e n was a l s o t a u g h t by 

E l y and Adams, and a l t h o u g h he was u n i m p r e s s e d by E l y , he may 

have a b s o r b e d s o m e t h i n g f r o m Adams. V e b l e n was a l s o f a m i l i a r 
149 

w i t h P a t t e n ' s work. Adams and P a t t e n had an i n f l u e n c e p r i m a r i l y 

on t h e i r p u p i l s , b u t E l y ' s i d e a s a c h i e v e d a w i d e r n o t o r i e t y 

t h r o u g h h i s i n v o l v e m e n t i n t h e " W i s c o n s i n e x p e r i m e n t , " h i s l i n k s 

w i t h p o l i t i c a l p r o g r e s s i v i s m , and h i s c l o s e i n v o l v e m e n t i n t h e 
150 

f o u n d i n g , o f t h e A m e r i c a n Economic A s s o c i a t i o n . 

The e l e m e n t s i n t h e t h o u g h t o f E l y and Adams w h i c h r e c u r i n 

t h e w r i t i n g s o f i n s t i t u t i o n a l i s t s a r e t h e emph a s i s on l a w and 

t h e i m p o r t a n c e o f t h e s t r u c t u r e o f r i g h t s , t h e n o t i o n o f c o l l e c t i v e 

a c t i o n and u n i o n s as a s o u r c e o f c o u n t e r v a i l i n g power, t h e p l a c e 

g i v e n t o m a r k e t power i n t h e d i s t r i b u t i o n o f income, and t h e 

c o n c e r n w i t h t h e p l a n e o f c o m p e t i t i o n . A l l o f t h e s e i d e a s and 

E l y ' s e m p h a s i s on t h e human w i l l can be f o u n d i n t h e work o f 
148. J. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 

3: 161-173, 176-293, and 5: 414-438; A. Gruchy, Modern Economic 
T h o u g h t , p.408; D.M. Fox, op. c i t . , p p . 1 6 0 - 1 7 1 ; 3. D o r f m a n , "The 
B a c k g r o u n d o f I n s t i t u t i o n a l E c o n o m i c s , " o p . c i t . , p.30; A.W. C o a t s , • 
"R.T. E l y , " o p . c i t . , p.34. 

149. 0. Dorf m a n , T h o r s t e i - n l / e b l e n and H i s A m e r i c a , p p . 3 9 - 4 1 ; 
T. V e b l e n , "Review o f S. [\l. P a t t e n ' s The D e v e l o p m e n t o f E n g l i s h 
T h o u g h t , " A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l 
S c i e n c e 14 ( 1899) :" 125-131 . [ ....... 

150. "R.T.. .E.l.y, Ground Under'Dur F e e t , pp.108-102, 277-279; 
B.G. Rader, o p . c i t . , pp.18-27; S . F i n e , "R.T. E l y ; F o r e r u n n e r o f 
P r o g r e s s i v i s r n , " op . c i t . , p p .619-624; C. M c C a r t h y , The W i s c o n s i n 
I d e a (New Y:or.k, 19.12) ; M. . C u r t i and V. C a r s t e n s e n , The U n i v e r s i t y 
o f W i s c o n s i n : A H i s t o r y " , 1848-19 25 ( M a d i s o n , Wis., 1 9 4 9 ) ; A.W. Coats 
"The F i r s t Two Decades o f t h e A m e r i c a n Economic A s s o c i a t i o n , " 
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1 5 1 D.R. Commons, and W.H. H a m i l t o n a l s o d e m o n s t r a t e s a c o n c e r n 

15 2 

f o r t h e r e l a t i o n s h i p between l a w and e c o n o m i c s . Adams' 

emphasis on t h e r o l e o f machine t e c h n o l o g y may hav/e had some 

i n f l u e n c e on V e b l e n . 

I n P a t t e n ' s c a s e , h i s i d e a s o f p o t e n t i a l a bundance, c u l t u r e 

l a g , and h i s a r g u m e n t t h a t c o n s u m p t i o n c h o i c e s s h o u l d be l i n k e d 

t o o b j e c t i v e as w e l l as s u b j e c t i v e c o n s i d e r a t i o n s a l l c r o p up 
1 53 

i n T u g w e l l ' s work. P a t t e n ' s b a s i c a r g u m e n t t h a t " p r o g r e s s " 

i s , i n some sen s e , b e i n g h e l d back by outmoded h a b i t s i s a 

c e n t r a l theme i n i n s t i t u t i o n a l i s t l i t e r a t u r e , ^ a l t h o u g h P a t t e n ' s 

p s y c h o l o g i c a l t h e o r i e s n e v e r r e a p p e a r . The e v o l u t i o n i s m and 

r e f o r m i s m o f a l l t h e new s c h o o l w r i t e r s have a l s o been c a r r i e d on 

by i n s t i t u t i o n a l i s t s . 

T h e r e a r e , however, m a j o r weaknesses i n t h e work o f E l y , 

Adams, and P a t t e n , and w h i l e i n s t i t u t i o n a l i s t s . have n o t e n t i r e l y 

overcome t h e s e d i f f i c u l t i e s t h e way i n w h i c h t h e y a t t e m p t t o 

s o l v e t h e p r o b l e m s w h i c h cause them i s q u i t e d i f f e r e n t . The 

weaknesses i n new s c h o o l w r i t i n g s a l l i n v o l v e t h e a t t e m p t t o 

a r r i v e a t an economic t h e o r y w h i c h i s e v o l u t i o n a r y , i n t h e sense 

t h a t human b e h a v i o u r i s t a k e n as v a r i a b l e and i n p a r t a s o c i a l 

p r o d u c t , and a l s o e x p l i c i t y r e f o r m i s t i n c h a r a c t e r . T h i s i n v o l v e s 

A m e r i c a n Economic Review 5D ( 1 9 6 0 ) : 5 6 6 - 5 7 1 . E l y ' s i n f l u e n c e i n 
t h e A.E.A. d e c l i n e d as t h e a s s o c i a t i o n g r a d u a l l y became more o f a 
s c h o l a r l y body. 

1 5 1 . See b e l o w c h a p t e r 7. 
152. See b e l o w c h a p t e r 5. 

• 153. See b e l o w c h a p t e r 8. 
154. The theme o f c u l t u r e l a g and t h e i n h i b i t i n g f o r c e o f 

outmoded b e h a v i o u r p a t t e r n s f o r m s an i m p o r t a n t p a r t o f t h e work 
o f V e b l e n , t u g w e l l , A y r e s , and W.H. H a m i l t o n . I t i s much l e s s 
i m p o r t a n t i n t h e work o f Commons, and a p p e a r s o n l y more p e r i p h e r a l " 
i n t h e work o f M i t c h e l l . See b e l o w c h a p t e r s 4-10. 



t h e use o f some s o c i a l p s y c h o l o g y o r o t h e r , and an a t t e m p t t o 

s e t up some c r i t e r i o n o f j u d g e m e n t i n d e p e n d e n t o f c u r r e n t 

b e l i e f s . Not o n l y a r e t h e s o c i a l p s y c h o l o g i e s o f new s c h o o l 

w r i t e r s u n d e v e l o p e d o r i n a d e q u a t e , b u t t h e y i n t e r m i x t h e i r 

e v o l u t i o n a r y r e l a t i v i s m w i t h a m o r a l a b s o l u t i s m and a b e l i e f i n 
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t h e p r o g r e s s i v e n e s s o f h i s t o r y . A t t i m e s t h i s u t o p i a n i s m 

t a k e s t h e p l a c e o f p o s i t i v e a n a l y s i s . I n s t i t u t i o n a l i s t s f a c e 

s i m i l a r d i f f i c u l t i e s b u t a p p r o a c h t h e p r o b l e m s i n a somewhat 

more s o p h i s t i c a t e d way t h a t r e l i e s h e a v i l y on t h e work o f T. 

V e b l e n and 3. Dewey. V e b l e n and Dewey based t h e i r j u d g e m e n t s 

on e n g i n e e r i n g o r i n s t r u m e n t a l c r i t e r i a r a t h e r t h a n on e t h i c a l 

o r r e l i g i o u s c o n s i d e r a t i o n s , and went much f u r t h e r i n a t t e m p t i n g 

t o p r o v i d e a f o u n d a t i o n f o r an e v o l u t i o n a r y e c o n o m i c s i n b o t h 

s o c i a l p s y c h o l o g i c a l and e p i s t e m o l o g i c a l t e r m s . l / e b l e n a l s o 

p r o v i d e d a c r i t i q u e o f m a r g i n a l i s t d o c t r i n e , and an a n a l y s i s o f 

t h e weaknesses o f c a p i t a l i s m t h a t i s f a r w i d e r r a n g i n g t h a n 
156 

t h a t p r o v i d e d by E l y , Adams, o r P a t t e n . 

155. D.W. N o b l e , op. c i t . , p a s s i m . T h i s was a common f e a t u 
o f t h e work o f t h e " p r o g r e s s i v e s " o f t h e t i m e . 

156. See b e l o w , c h a p t e r 4. 



CHAPTER 4 

THORSTEIN UEBLEN'S EUOLUT10 NA RY 

ECONOMICS 

U e b l e n ' s work has been s u b j e c t e d t o a g r e a t e r number o f 

e x a m i n a t i o n s t h a n t h a t o f any o t h e r w r i t e r a s s o c i a t e d w i t h t h e 

i n s t i t u t i o n a l i s t movement, b u t t h e r e i s s t i l l c o n s i d e r a b l e 

d i s a g r e e m e n t o v e r i t s v a l u e . 1 What i s more U e b l e n 1 s work i s 

o f t e n u n c l e a r , and h i s v i e w s on some i s s u e s v a r y f r o m book t o 

book. H i s s a t i r e and h i s a t t e m p t t o a p p e a r as an e n t i r e l y 

d i s i n t e r e s t e d o b s e r v e r a l s o c r e a t e d i f f i c u l t i e s i n i n t e r p r e t a t i o n , 
2 

p a r t i c u l a r l y as h i s d e t a c h m e n t i s more i l l u s o r y t h a n r e a l . 

D e s p i t e t h e f a c t t h a t some c o m m e n t a t o r s have a c c e p t e d t h e v i e w 

o f U e b l e n as a "man f r o m Mars-, h i s work i s v e r y much a p r o d u c t 

1. Compare R. 1/. T e g g a r t , " T h o r s t e i n U e b l e n : A C h a p t e r i n 
A m e r i c a n Economic T h o u g h t , " U n i v e r s i t y o f C a l i f o r n i a P u b l i c a t i o n s 
i n Economics 11 ( 1 9 3 2 - 3 5 ) : 1 - 1 26; L.E. D o b r i a n s k y , U e b l e n i s m : A New 
C r i t i q u e ( W a s h i n g t o n , 1 9 5 7 ) ; S.M. D a u g e r t , The P h i l o s o p h y o f T h o r s t e i n 
U e b l e n "(blew Y o r k , 1 9 5 0 ) ; A. K. D a v i s , " f h o r s t e i n U e b l e n R e c o n s i d e r e d , " 
S c i e n c e and S o c i e t y 21 ( 1 9 5 7 ) : 52-S5; A.L. H a r r i s , " U e b l e n as'a 
S o c i a l P h i l o s o p h e r : A R e a p p r a i s a l , " E t h i c s 63 ( 1 9 5 3 ) : 1-32; D. Dowd, 
T h o r s t e i n U e b l e n (New Y o r k , 1 9 6 6 ) ; A. Gruch y , Modern Economic 
T h o u g h t , p p . 3 2 - 1 3 1 ; J.A. Hobson, U e b l e h ( L o n d o n , 1 9 3 6 ) ; P.T. Homan, 
C o n t e m p o r a r y Economic T h o u g h t (New York, 1 9 2 8 ) , pp.105-192. 

2. R.U. T e g g a r t , op . c i t . ; S.M. D a u g e r t , op,. c i t . ; L . E . 
D o b r i a n s k y , o p . c i t . See a l s o B. Ros e n b e r g , The U a l u e s o f U e b l e n 
( W a s h i n g t o n , 195 6) ; and D. Riesman, "The S o c i a l .and. . P s y c h o l o g i c a l 
S e t t i n g o f U e b l e n ' s Economic T h e o r y , " O o u r n a l o f Economic H i s t o r y 
23 ( 1 9 5 3 ) : 199-277. 

3 > P.T. Homan, C o n t e m p o r a r y Economic T h o u g h t , p . 19 2 ; J . 
D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n 3: 446. 
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o f h i s own t i m e and p l a c e , and can be seen as an a t t e m p t t o 
s y n t h e s i s e many c o n t e m p o r a r y i n t e l l e c t u a l c u r r e n t s . 

I n t h i s c o n n e c t i o n i t i s i m p o r t a n t t o n o t e t h a t V/eblen 

had a p a r t i c u l a r l y l o n g and v a r i e d s t u d e n t c a r e e r . He came i n t o 

c o n t a c t w i t h men as d i v e r s e as W.G. Sumner, J.L. L a u g h l i n , C.S. 

P e i r c e , J.B. C l a r k , H.C. Adams, R.T. E l y , and J. Dewey, and was 

f a m i l i a r w i t h t h e w r i t i n g s o f Marx and o t h e r s o c i a l i s t s , E. 

B e l l a m y , L.H. Morgan, L.F. Ward, H. S p e n c e r , J. Rae, S. I\l. P a t t e n , 

and t h e German h i s t o r i c a l s c h o o l . ^ As one c o m m e n t a t o r has s t a t e d , 

l / e b l e n , i n h i s r e j e c t i o n o f o r t h o d o x e c o n o m i c s , r e p l a c e d i t w i t h 

" a l m o s t e v e r y o t h e r c o n c e i v a b l e element.""' 

I Method and Scope. 

l / e b l e n ' s v i e w s on t h e method and scope o f e c o n o m i c s had 

t h e e f f e c t o f r e - o p e n i n g t h e d e b a t e s o v e r t h e n a t u r e o f e c o n o m i c s 

w h i c h had been g r a d u a l l y f a d i n g w i t h t h e d e c l i n e i n t h e h e a t e d 

r h e t o r i c o f t h e e a r l y new s c h o o l y e a r s . ^ l / e b l e n , however, 

a t t e m p t e d t o do much more t h a n t h e new s c h o o l w r i t e r s , and he 

a p p r o a c h e d t h e e p i s t e m o l o g i c a l p r o b l e m s i n v o l v e d i n an e v o l u t i o n a r y 

a p p r o a c h t o e c o n o m i c s i n a more s o p h i s t i c a t e d way. U e b l e n ' s 

v i e w s on k n o w l e d g e a r e c l o s e l y c o n n e c t e d t o h i s t h e o r y o f t h e 

e v o l u t i o n a r y p r o c e s s , h i s c r i t i q u e o f c o n t e m p o r a r y s o c i e t y , as 

4. The s t a n d a r d b i o g r a p h i c a l t r e a t m e n t i s 3. D o r f m a n , 
T h o r s t e i n l / e b l e n and h i s A m e r i c a , a l t h o u g h t h e r e a r e many s h o r t e r 
w o r k s . See 3. D o r f m a n , "The S o u r c e and I m p a c t o f l / e b l e n " i n D. 
Dowd ed., T h o r s t e i n l / e b l e n : A C r i t i c a l R e a p p r a i s a l (New Y o r k , 1 9 5 8 ) , 
pp . 1-12. 

5. T. P a r s o n s , " S o c i o l o g i c a l E l e m e n t s i n Economic T h o u g h t , " 
Q u a r t e r l y J o u r n a l o f Economics 49 ( 1 9 3 5 ) : 439. 

6.. A. W. C o a t s , "The I n f l u e n c e o f l / e b l e n 1 s M e t h o d o l o g y , " 
J o u r n a l o f P o l i t i c a l Economy 62 .(,1954): 529-537; A.W. C o a t s , 
" Metho.do l p . g i . c a l Con.t r o v e r s y , ". pp . 6 1-1 41 ; see a l s o D. S e c k l e r , 
T h o r s t e i n .l/eblen and t h e I n s t i t u t i o n a l i s t s , p p . 1 1 - 2 1 ; P.T. Homan, 
C o n t e m p o r a r y Economic T h o u g h t , p.175. 
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7 w e l l as t o h i s c r i t i c i s m o f o t h e r s y s t e m s o f economic t h o u g h t . 

A l t h o u g h V e b l e n ' s e a r l y work on e p i s t e m o l o g y was a b l e n d 

Q 

o f Kant and S c o t t i s h common sense p h i l o s o p h y , he soon a d o p t e d 

an a p p r o a c h t h a t was based on a s o c i a l p s y c h o l o g y w h i c h shows 

l i n k s w i t h W.G. Sumner, W i l l i a m James, a n d ' i n s t i n c t t h e o r i s t s 
9 

such as M c D o u g a l l . V e b l e n ' s scheme c o n s i s t s o f a number o f 

i n s t i n c t s w h i c h o p e r a t e t e l e o l o g i c a l l y i n t h a t t h e y g i v e t h e ends 

o f human a c t i o n and i n v o l v e t h e use o f i n t e l l i g e n c e i n w o r k i n g 

o u t t h o s e ends. On t h e o t h e r hand, V e b l e n does n o t see human 

b e h a v i o u r as s i m p l y a m a t t e r o f r a t i o n a l a c t i o n t o w a r d t h e ends 

g i v e n by t h e i n s t i n c t s . What o c c u r s , a c c o r d i n g t o V e b l e n , i s 

t h a t t h e i n s t i n c t s g i v e r i s e t o "a more o r l e s s e x t e n d e d l o g i c 

o f ways and means" w h i c h t a k e on a h a b i t u a l c h a r a c t e r and 

e v e n t u a l l y become " i n s t i t u t i o n s ; " t h a t i s , g e n e r a l l y a c c e p t e d 
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h a b i t s o f l i f e and t h o u g h t . I n o r d e r t o u n d e r s t a n d human a c t i o n 

and t h o u g h t i t i s n e c e s s a r y t o i n c l u d e a c o n s i d e r a t i o n o f 

i n s t i n c t i v e , c u l t u r a l , i n s t i t u t i o n a l , and h a b i t u a l f o r c e s . 

S y s t e m a t i c o r t h e o r e t i c a l k n o w l e d g e i s , f o r V e b l e n , t h e 
7. T h i s h i g h l y i n t e r r e l a t e d n a t u r e o f V e b l e n ' s work has been 

n o t e d by K.L. A n d e r s o n , "The U n i t y o f V e b l e n ' s T h e o r e t i c a l System," 
Q u a r t e r l y J o u r n a l o f Economics 47 ( 1 9 3 3 ) : 598-626; by L.E. 
D o b r i a n s k y , op. c i t . , p.386; and by H.A. I n n i s , "A B i b l i o g r a p h y o f 
T h o r s t e i n V e b l e n , " S o u t h w e s t e r n P o l i t i c a l and S o c i a l S c i e n c e 
Q u a r t e r l y 10 ( 1 9 2 9 ) : 67. 

8. T. V e b l e n , " K a n t ' s C r i t i q u e o f Judgement," J o u r n a l o f 
S p e c u l a t i v e P h i l o s o p h y 28 ( 1 8 8 4 ) : 260-274. V e b l e n ' s Ph.D. t h e s i s 
a l s o i n v o l v e d K a n t i a n p h i l o s o p h y . See a l s o S.M. D a u g e r t , o p . c i t . , 
pp.5-25. 

9. The d e v e l o p m e n t o f t h i s l a t e r p o s i t i o n can be f o u n d i n t h e 
s e r i e s o f e s s a y s w r i t t e n b etween .1.892 and .1.908. w h i c h a r e r e p r i n t e d 
i n T. V e b l e n , The P l a c e o f S c i e n c e i n Modern C i v i l i z a t i o n (New 
Y o r k , 1961 ) . 

10. T. V e b l e n , The I n s t i n c t o f Workmanship (New Y o r k , 1 9 6 4 ) , 
p p . 1 - 1 0 1 . A y r e s has a r g u e d t h a t V e b l e n ' s i n s t i n c t s a r e s i m p l y 
" c u l t u r a l l y s i g n i f i c a n t p a t t e r n s o f b e h a v i o r t h a t have p e r s i s t e d . . . 
t o t h e p r e s e n t , " b u t V e b l e n i s q u i t e c l e a r t h a t i n s t i n c t s a r e 
i n h e r i t e d . See C.E. A y r e s , " V e b l e n ' s T h e o r y o f I n s t i n c t s R e c o n s i d e r 
ed," i n D. Dowd, ed., o p . c i t . , pp.25-37. 
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r e s u l t o f t h e p r o m p t i n g s o f an i n s t i n c t o f " i d l e c u r i o u s i t y . " 

I d l e c u r i o u s i t y i s a t e n d e n c y t o t h e p u r s u i t o f k n o w l e d g e f o r 

i t s own s a k e , d i s i n t e r e s t e d and n o n - p r a g m a t i c i n n a t u r e . I t 

works o n l y on t h e b a s i s o f a t e s t o f i n t e r n a l c o n s i s t e n c y and 

does n o t i t s e l f p r o v i d e t h e p r i n c i p l e s a r o u n d w h i c h d a t a a r e 

o r g a n i s e d . Knowledge i s s y s t e m a t i s e d a c c o r d i n g t o c e r t a i n 

p o s t u l a t e s o r " p r e c o n c e p t i o n s " t h a t a r e g i v e n e x t e r n a l l y ; t h a t 

a r e c u l t u r a l l y d e t e r m i n e d . I t s h o u l d be em p h a s i s e d t h a t , f o r 

V e b l e n , t h e s e p o s t u l a t e s o r p r e c o n c e p t i o n s were a p r i o r i and 
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u n p r o v e a b l e e l e m e n t s . 

A l t h o u g h , i n l / e b l e n ' s s y s t e m , k n o w l e d g e i s c u l t u r e r e l a t i v e 

and t h e r e a r e no a b s o l u t e t r u t h s , he does d e v e l o p a d e f i n i t i o n 

o f "modern s c i e n c e " w h i c h s e r v e s as t h e b a s i s f o r h i s " g e n e t i c 

e c o n o m i c s " and h i s c r i t i c i s m o f o t h e r s y s t e m s o f t h o u g h t . T h i s 

"modern s c i e n c e " i s seen as a r e s u l t o f p r e c o n c e p t i o n s t h a t a r e 

an o u t g r o w t h o f modern c u l t u r e and t h e " d i s c i p l i n e " o f t h e 

"machine p r o c e s s . " Thus, modern s c i e n c e i s a l s o a c u l t u r a l 

p r o d u c t , b u t one w h i c h i s " p o s t - D a r w i n i a n " and r u n s i n t e r m s o f 
an " i m p e r s o n a l sequence o f cause and e f f e c t " o r " c u m u l a t i v e 
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c a u s a t i o n . " 

1 1 . T. V e b l e n , "The P l a c e o f S c i e n c e i n Modern C i v i l i z a t i o n , " 
and "The E v o l u t i o n o f t h e S c i e n t i f i c P o i n t o f View," r e p r i n t e d i n 
The P l a c e o f S c i e n c e , pp.1-55. See a l s o l\ l . K a p l a n , " I d l e C u r i o u s i t y , " 
i n D. Dowd, ed., op. c i t . , p p.39-55; A.K. D a v i s , " T h o r s t e i n V e b l e n 
R e c o n s i d e r e d , " o p . c i t . , pp.62-63. W h i l e i d l e c u r i o u s i t y can r e s u l t 
i n " s c i e n c e , " i t can j u s t as e a s i l y r e s u l t i n myths and l e g e n d s . 
The outcome depends on t h e p r e c o n c e p t i o n s t h a t a r e used, a p o i n t 
t h a t has n o t a l w a y s been w e l l a p p r e c i a t e d by c o m m e n t a t o r s . See D. 
Riesman, T h o r s t e i n V e b l e n (New York,. 1953 ) , p . 4 2 ; T. P a r s o n s , op . c i t . , 
pp.435-439; P. Homan, C o n t e m p o r a r y Economic T h o u g h t , p.136; B. 
Ro s e n b e r g , p p . c i t . , p . 3 1 . See a l s o T. V e b l e n , ."Kant Vs. C r i t i q u e o f 
o f Judgement," o p . c i t . , p . 2 6 1 ; and K. Popper, C o n j e c t u r e s and 
R e f u t a t i o n s ( L o n d o n , 1 9 6 9 ) , pp.46-48. 

12. T. Veblen,. .".Why . i s Economics n o t an E v o l u t i o n a r y S c i e n c e , " 
r e p r i n t e d i n The P l a c e o f S c i e n c e , p . 6 1 ; and "The E v o l u t i o n o f t h e 
S c i e n t i f i c P o i n t o f View" i n The P l a c e o f S c i e n c e , pp.36, 54-55. 



l / e b l e n goes on t o a r g u e t h a t : 

I n so f a r as t h e modern s c i e n c e i n q u i r e s i n t o 
t h e phenomena o f l i f e , w h e t h e r i n a n i m a t e , b r u t e , 
o r human, i t i s o c c u p i e d a b o u t q u e s t i o n s o f g e n e s i s 
and c u m u l a t i v e change, and i t c o n v e r g e s upon a 
t h e o r e t i c a l f o r m u l a t i o n i n t h e shape o f a l i f e 
h i s t o r y drawn i n c a u s a l t e r m s . I n so f a r as i t i s 
a s c i e n c e i n t h e c u r r e n t sense o f t h e t e r m , any 
s c i e n c e , such as e c o n o m i c s , w h i c h has t o do w i t h 
human c o n d u c t , becomes a g e n e t i c i n q u i r y i n t o t h e 
human scheme o f l i f e ; and where, as i n e c o n o m i c s , 
t h e s u b j e c t o f i n q u i r y i s t h e c o n d u c t o f man i n h i s 
d e a l i n g s w i t h t h e m a t e r i a l means o f l i f e , t h e s c i e n c e 
i s n e c e s s a r i l y an i n q u i r y i n t o t h e l i f e h i s t o r y o f 
m a t e r i a l c i v i l i z a t i o n . . . Mot t h a t t h e e c o n o m i s t ' s 
i n q u i r y i s o l a t e s m a t e r i a l c i v i l i z a t i o n f r o m a l l 
o t h e r p h a s e s and b e i n g s o f human c u l t u r e . 

Such an a p p r o a c h i s , i n V e b l e n ' s 

e c o n o m i c s , and t h i s l e a d s t o h i s 

o r i n s t i t u t i o n a l e c o n o m i c s . The 

v i e w , t h e c o r r e c t a p p r o a c h t o 

c e n t r a l a r g u m e n t f o r a " g e n e t i c 

m a t e r i a l c i v i l i s a t i o n i s a 

"scheme o f i n s t i t u t i o n s " w h i c h i s an " o u t g r o w t h o f h a b i t . " 

C u l t u r e i s seen as a 

c u m u l a t i v e sequence o f h a b i t u a t i o n , and t h e ways 
and means o f i t a r e t h e h a b i t u a l r e s i s t a n c e o f 
human n a t u r e t o e x i g e n c i e s t h a t v a r y i n c o n t i n e n t l y , 
c u m u l a t i v e l y , b u t w i t h s o m e t h i n g o f a c o n s i s t e n t 
s equence i n t h e c u m u l a t i v e v a r i a t i o n s t h a t so go 
f o r w a r d - - i n e o n t i n e n t 1 y , because each new move c r e a t e s 
a new s i t u a t i o n w h i c h i n d u c e s a f u r t h e r new v a r i a t i o n 
i n t h e h a b i t u a l manner o f r e s p o n s e ; c u m u l a t i v e l y , 
b e cause each new s i t u a t i o n i s a v a r i a t i o n o f what has 
gone b e f o r e i t and embodies as c a u s a l f a c t o r s a l l 
t h a t has been e f f e c t e d by what went b e f o r e ; c o n s i s t e n t l y , 
b ecause t h e u n d e r l y i n g t r e n d s o f human n a t u r e . . . b y 
f o r c e o f w h i c h t h e r e s p o n s e t a k e s p l a c e , and on t h e 
g r o u n d o f w h i c h t h e h a b i t u a t i o n t a k e s e f f e c t , r e m a i n 
s u b s t a n t i a l l y u n c h a n g e d . ^ 

What t h i s means i s t h a t human a f f a i r s can o n l y be p r o p e r l y 

a n a l y s e d as t h e r e s u l t o f a b l i n d c a u s a l sequence o f h a b i t u a t i o n 

. 1 3 J . . . V B.b I o n , "The L i m i t a t i o n s o f M a r g i n a l U t i l i t y , " i n 
The P l a c e o f S c i e n c e , p p . 2 4 0 - 2 4 1 . 

14. I b i d . , pp. 241-242. 
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For l/e b l e n t h e r e i s no i n n e r meaning o r f i n a l end t o t h i s 

p r o c e s s ; h i s t o r y does n o t c o n t a i n any p u r p o s e o r e t h i c a l t r e n d , 

and he i s d e e p l y c r i t i c a l o f t h o s e w r i t e r s who i m p u t e such 
1 5 

p u r p o s e s o r t r e n d s t o h i s t o r y . What i s more, V e b l e n a l s o 

c r i t i c i s e s t h o s e who a n a l y s e economic a f f a i r s on t h e b a s i s o f 

i n d i v i d u a l r a t i o n a l c h o i c e and an assumed i n s t i t u t i o n a l f r a m e 

work. W h i l e l / e b l e n a d m i t s t h a t human a c t i o n s a r e t e l e o l o g i c a l , 

he a r g u e s t h a t 
i t i s a t t h e same t i m e no l e s s t r u e t h a t human 
c o n d u c t , economic o r o t h e r w i s e , i s s u b j e c t t o 
t h e sequence o f cause and e f f e c t , by f o r c e o f 
such e l e m e n t s as h a b i t u a t i o n and c o n v e n t i o n a l 
r e q u i r e m e n t s . ^ ̂  

B e h a v i o u r i s a c u l t u r a l p r o d u c t and " v a r i e s ' a s t h e - i n s t i t u t i o n a l 

scheme v a r i e s , " w h i l e n e o - c l a s s i c a l m a r g i n a l i s t d o c t r i n e d e a l s 

w i t h c o n d u c t " o n l y i n so f a r as i t may be c o n s t r u e d i n n a t u r a l i s t i c , 

t e l e o l o g i c a l t e r m s o f c a l c u l a t i o n and c h o i c e , " and d i s r e g a r d s 
1 7 

" t h e c a u s a l sequence o f p r o p e n s i t y and h a b i t u a t i o n . " l / e b l e n 

a l s o a r g u e d t h a t m a r g i n a l i s m r e l i e d on a h e d o n i s t i c t h e o r y o f 

m o t i v a t i o n , and c o u l d n o t , t h e r e f o r e , d e a l w i t h human b e h a v i o u r 

e x c e p t i n t e r m s o f a " r e s p o n s e t o t h e s t i m u l u s o f a n t i c i p a t e d 

15. T. l / e b l e n , "The P r e c o n c e p t i o n s o f Economic S c i e n c e , " 
r e p r i n t e d i n The P l a c e o f S c i e n c e , pp.83-179. See a l s o T. V e b l e n , 
" G u s t a v S c h m o l l e r ' s E c o n o m i c s , " "The S o c i a l i s t Economics o f K a r l 
Marx, I and I I , " "Some N e g l e c t e d P o i n t s i n t h e T h e o r y o f S o c i a l i s m , " 
and "Why i s Economics n o t an E v o l u t i o n a r y S c i e n c e , " a l l r e p r i n t e d 
i n t h e same v o l u m e . V e b l e n f i n d s t h a t c l a s s i c a l e c o n o m i s t s , Marx, 
e v o l u t i o n a r y s o c i o l o g i s t s such as Ward and S p e n c e r , and c e r t a i n 
members o f t h e German h i s t o r i c a l s c h o o l a l l g u i l t y o f t h e i m p u t a t i o n 
o f p u r p o s e . 

16. T. V e b l e n , "The L i m i t a t i o n s o f M a r g i n a l U t i l i t y , " op . c i t . , 
pp . 238-239. 

17. I b i d . , p. 239. 
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l / e b l e n ' s c r i t i q u e o f t h e t e l e o l o g i c a l e l e m e n t s i n o t h e r 

s y s t e m s o f t h o u g h t i s a l s o a p a r t o f h i s c r i t i c i s m o f t h e 

m e t h o d o l o g y o f d e d u c t i o n f o l l o w e d by i n d u c t i v e t e s t i n g . The 

use o f any t e l e o l o g i c a l p r e c o n c e p t i o n t e n d s t o w a r d t h e d e v e l o p m e n t 

o f a " c e r e m o n i a l l y c o n s i s t e n t f o r m u l a " a r o u n d i t , and t h i s 
1 9 

U e b l e n c a l l s d e d u c t i o n . D e d u c t i o n i s f o l l o w e d by i n d u c t i v e 

" v e r i f i c a t i o n , " b u t l / e b l e n a r g u e s t h a t t h i s amounts t o l i t t l e 

more t h a n c o m p a r i n g t h e " f o r m u l a " w i t h 

o b s e r v e d p e r m u t a t i o n s by t h e p o l a r i s c o p i c use o f 
t h e " n o r m a l c a s e " . . . F e a t u r e s o f t h e p r o c e s s t h a t 
do n o t l e n d t h e m s e l v e s t o i n t e r p r e t a t i o n i n t e r m s 
o f t h e f o r m u l a a r e a b n o r m a l c a s e s and a r e due t o 
d i s t u r b i n g c a u s e s . I n a l l t h i s t h e a g e n c i e s o r 
f o r c e s c a u s a l l y a t work i n t h e economic l i f e p r o c e s s 
a r e n e a t l y a v o i d e d . The outcome o f t h e method, a t 
i t s b e s t , i s a body o f l o g i c a l l y c o n s i s t e n t p r o p o s i t i o n s 
c o n c e r n i n g t h e n o r m a l r e l a t i o n s o f t h i n g s - - a s y s t e m 
o f economic taxonomy. At i t s w o r s t , i t i s a body 
o f maxims f o r t h e c o n d u c t o f b u s i n e s s and a p o l e m i c a l 
d i s c u s s i o n o f d i s p u t e d p o i n t s o f p o l i c y . 

The i m p l i c a t i o n i s t h a t a " g e n e t i c " e c o n o m i c s r u n n i n g i n t e r m s o f 

t h e c a u s a l sequence o f h a b i t u a t i o n can d e a l w i t h t h e r u n o f f a c t s 

as t h e y o c c u r , w i t h o u t n o r m a l i s i n g t h e d a t a . 

From a l l t h i s i t i s c l e a r t h a t U e b l e n d e s i r e d t h e d e v e l o p m e n t 

o f an e c o n o m i c s based on a p s y c h o l o g y o f i n s t i n c t and h a b i t u a t i o n , 

and t h e i d e a o f p r o c e s s ; on c u m u l a t i v e c a u s a t i o n . T h i s e c o n o m i c s 

i s seen as c a p a b l e o f b e i n g " r e a l i s t i c , " i n a c c o r d w i t h f a c t s , 

and a v o i d i n g t h e e r r o r s o f i m p u t i n g t e l e o l o g i c a l i d e a s i n t o 

e x t e r n a l r e a l i t y . I t i s t o r u n i n e n t i r e l y c a u s a l t e r m s . I t 

18. I b i d . , pp.234-235. 
19. I b i d . , p.237. 
20. T. U e b l e n , "Why i s Economics n o t an E v o l u t i o n a r y S c i e n c e 

op . c i t . , p.67; T .. .Ueblen, "The P l a c e o f S c i e n c e i n Modern 
C i v i l i z a t i o n , " op . c i t . , p p.18-20. 
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s t r e s s e s t h e i n t e r c o n n e c t i o n s b etween h a b i t s o f l i f e , h a b i t s 

o f t h o u g h t and " c u l t u r e , " and b etween economic and n on-economic 

phenomena. I t i s s u p p o s e d l y f r e e f r o m s u b j e c t i v e v a l u a t i o n s 

and any i m m e d i a t e c o n c e r n w i t h p o l i c y . 

However, V e b l e n ' s e v o l u t i o n a r y , g e n e t i c , e c o n o m i c s i s n o t 

as v a l u e f r e e as he s ometimes s u g g e s t s , and i t does c o n t a i n a 

s t a n d a r d o f j u d g e m e n t , a c r i t e r i o n a g a i n s t w h i c h b o t h h a b i t s o f 

t h o u g h t and h a b i t s o f a c t i o n can be m e a s ured. T h i s c r i t e r i o n 
21 

i s i n t r o d u c e d i n t h e f o r m o f t h e i n s t i n c t o f w o r k m a n s h i p . 

The i n s t i n c t o f w o r k m a n s h i p i s , a c c o r d i n g t o l / e b l e n , a 

c o n c e r n w i t h e f f i c i e n t p r o d u c t i o n f o r use. Workmanship i s 

c o n n e c t e d w i t h t h e s t a t e o f t e c h n o l o g y o r t h e s t a t e o f t h e 

i n d u s t r i a l a r t s , and i n v o l v e s a d i s t a s t e o f w a s t e . I t r e l i e s 

f o r i t s u n h i n d e r e d o p e r a t i o n on m a t t e r o f f a c t i n s i g h t s , and a 

c o n c e n t r a t i o n on " b r u t e cause and e f f e c t " ( e f f i c i e n t c a u s e ) , as 

any i m p u t a t i o n o f t e l e o l o g i c a l o r s p i r i t u a l f a c t o r s ( s u f f i c i e n t 

r e a s o n ) can o n l y d i s t o r t man's c o n c e p t i o n o f n a t u r e and p r e v e n t 

t h e d e v e l o p m e n t o f e f f i c i e n t t e c h n i q u e s . Workmanship a l s o a p p l i e s 

t h e s y s t e m a t i c k n o w l e d g e g a i n e d u n d e r i d l e c u r i o u s i t y , t h u s t h e 

f u l l e x p r e s s i o n o f w o r k m a n s h i p depends on i d l e c u r i o u s i t y w o r k i n g 

a c c o r d i n g t o p r e c o n c e p t i o n s t h a t do as l i t t l e damage as p o s s i b l e 

t o t h e p e r c e p t i o n o f e f f i c i e n t c a u s e . The u n i f i c a t i o n o f 

t h e o r e t i c a l k n o w l e d g e ( h i g h e r g e n e r a l i s a t i o n s ) w i t h w o r k - d a y 

2 1 . T h a t t h e i n s t i n c t o f w o r k m a n s h i p i s s i m p l y V e b l e n ' s v a l u e s 
i n i n s t i n c t i v e g u i s e has been p o i n t e d o u t by a number o f w r i t e r s . 
See A.W. C o a t s , "The I n f l u e n c e o f V e b l e n ' s M e t h o d o l o g y , " o p . c i t . , 
p.535; and L.E. D o b r i a n s k y , o p . c i t . , p.387; f o r two e x a m p l e s . See 
a l s o T. V e b l e n , t h e I n s t i n c t o f Workmanship, pp.30-40; and T. 
V e b l e n , "The P l a c e o f S c i e n c e i n .Modern C i v i l i z a t i o n , " op . c i t . , 
pp.4-5; T. V e b l e n , The T h e o r y o f t h e L e i s u r e C l a s s ( L o n d o n , 1 9 4 9 ) , 
p.270. 
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e x p e r i e n c e ( l o w e r g e n e r a l i s a t i o n s ) a l s o depends on t h i s . 

U e b l e n a r g u e s t h a t t h e e x p r e s s i o n o f w o r k m a n s h i p i s v i t a l 

t o t h e " c o n t i n u e d l i f e i n t e r e s t s o f t h e c o m m u n i t y " and u t i l i s e s 
23 

w o r k m a n s h i p as t h e " u l t e r i o r norm t o w h i c h a p p e a l i s t a k e n . " 

Thus, p r e c o n c e p t i o n s and h a b i t s t h a t a r e n o t i n l i n e w i t h t h e 

can o n s o f w o r k m a n s h i p may damage t h e " l i f e i n t e r e s t s " o f t h e 

co m m u n i t y . U e b l e n ' s g e n e t i c t h e o r y o f e c o n o m i c s t h u s j u s t i f i e s 

i t s e l f , as i t i s " i n c o n s o n a n c e w i t h h e r e d i t a r y human n a t u r e . 

I n t h i s way U e b l e n m o d i f i e s h i s c u l t u r a l r e l a t i v i s m and p r o v i d e s 

h i m s e l f w i t h an " o b j e c t i v e " s t a n d a r d o f j u d g e m e n t . 

From t h e p o i n t o f v i e w o f t h e l a t e r d e v e l o p m e n t o f 

i n s t i t u t i o n a l i s m i t i s i m p o r t a n t t o n o t e t h a t U e b l e n ' s m e t h o d o l o g i c a l 

and e p i s t e m o l o g i c a l p o s i t i o n d i f f e r s i n s i g n i f i c a n t r e s p e c t s f r o m 
t h a t o f t h e German h i s t o r i c a l s c h o o l , and h i s d e b t t o them i s 

25 

l i m i t e d . W h i l e b o t h U e b l e n and t h e German h i s t o r i c i s t s 

e m p h a s i s e d t h e i m p o r t a n c e o f e v o l u t i o n and t h e s t u d y o f h i s t o r y 

and f a c t , t h e y d i f f e r b e c a u s e , ( 1 ) t h e h i s t o r i c a l s c h o o l a r g u e d 

t h a t n a t u r a l s c i e n c e method ( w h i c h t o them meant t h e d e v e l o p m e n t 

o f g e n e r a l l a w s ) was n o t a p p l i c a b l e t o s o c i a l s c i e n c e due t o t h e 

f a c t , and v a r i e t y , o f human p u r p o s e . U e b l e n had a somewhat 

d i f f e r e n t c o n c e p t i o n o f s c i e n c e and a r g u e d t h a t t h a t method was 
22. T. U e b l e n , The I n s t i n c t o f Workmanship, pp.31-40, 5 2 - 8 1 , 

85-89; T. U e b l e n , "The E v o l u t i o n o f t h e S c i e n t i f i c P o i n t o f Uiew," 
o p . c i t . , pp.32-55. 

23. T. U e b l e n , The T h e o r y o f t h e L e i s u r e C l a s s , p.270. 
24. T. U e b l e n , "The P l a c e o f S c i e n c e i n Modern C i v i l i z a t i o n , " 

op . c i t . , pp.4-5. 
25. L..E. D o b r i a n s k y , op. c i t . , p p.171-172; see a l s o R.U. 

T e g g a r t , op. c i t . , who e m p h a s i s e s t h e i n f l u e n c e o f t h e e v o l u t i o n a r y 
s o c i o l o g i s t s on U e b l e n . For t h e o p p o s i t e v i e w see J. M y l e s , o p . c i t . , 
pp.215-220. 
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a p p l i c a b l e t o n a t u r a l and s o c i a l phenomena, d e s p i t e t h e 

p u r p o s e f u l n a t u r e o f human a c t i o n . ( 2 ) The h i s t o r i c i s t s 

a r g u e d t h a t s u b j e c t i v e v a l u e j u d g e m e n t s were p a r t o f e c o n o m i c s , 

w h i l e U e b l e n a r g u e d o t h e r i s e . ( 3 ) The h i s t o r i c i s t s were 

i n t e r e s t e d i n s o l v i n g i m m e d i a t e economic and s o c i a l p r o b l e m s , 

w h i l e U e b l e n g e n e r a l l y showed l i t t l e i n t e r e s t i n s h o r t t e r m 

p r a c t i c a l p r o p o s a l s . ( 4 ) The b i a s o f t h e h i s t o r i c i s t s was 

t o w a r d s p o l i t i c a l , e t h i c a l , and l e g a l t h e o r i e s o f change, w h i l e , 

as w i l l be seen, U e b l e n e m p h a s i s e d t h e r o l e o f t e c h n i c a l and 

economic f a c t o r s . 

I I U e b l e n ' s G e n e r a l Framework o f A n a l y s i s . 

As n o t e d a bove, U e b l e n ' s t h e o r y o f economic e v o l u t i o n r e s t s 

on a s o c i a l p s y c h o l o g y based on i n s t i n c t s and h a b i t u a t i o n . 

B e s i d e s i d l e c u r i o u s i t y and w o r k m a n s h i p , U e b l e n a l s o m e n t i o n s 

an i n s t i n c t he c a l l s t h e " p a r e n t a l b e n t . " T h i s i s c l o s e l y l i n k e d 

t o w o r k m a n s h i p , and i s d e f i n e d as a c o n c e r n w i t h t h e g e n e r a l 
27 

w e l f a r e . U e b l e n does o c c a s i o n a l l y m e n t i o n o t h e r i n s t i n c t s such 

as " p r e d a t o r y " o r s e l f - r e g a r d i n g i m p u l s e s , b u t f o r t h e most p a r t 

t h e s e a r e seen as t h e r e s u l t o f a d i s t o r t i o n o r " i n v e r s i o n " o f 

t h e i n s t i n c t o f wo r k m a n s h i p and a r e r e d u c e d t o i n s t i t u t i o n a l 
2 8 

r a t h e r t h a n i n s t i n c t i v e s t a t u s . 

26. See 3. M y l e s , o p . c i t . , p.275; D. S e c k l e r , o p . c i t . , pp.14-
2 1 ; Max Weber, Roscher and K n i e s , The L o g i c a l P r o b l e m s o f H i s t o r i c a l 
E conomics (New Y o r k , 1975) ; and L. E. D o b r i a n s k y , op. c i t T ; J~. P a r s o n s 
o p . c i t . , p.442. P a r s o n s c l a s s i f i e s U e b l e n as a p o s i t i v i s t 
e m p i r i c i s t w h i l e t h e German h i s t o r i c a l s c h o o l i s seen as t a k i n g a 
" r o m a n t i c e m p i r i c i s t " l i n e . . : . : 

27. T. U e b l e n , The I n s t i n c t o f Workmanship, p p . 2 5 - 3 1 , 48, 89-
101 . 

28. I n The T h e o r y o f t h e L e i s u r e C l a s s U e b l e n t a l k s a b o u t a 
" p r e d a t o r y i n s t i n c t " and an " i n s t i n c t o f s p o r t s m a n s h i p , " and many 
a u t h o r s i n c l u d e t h e s e i n t h e i r l i s t o f U e b l e n ' s i n s t i n c t s . T h e r e 
a r e , however, good g r o u n d s f o r o m i t t i n g them. The L e i s u r e C l a s s 
was an e a r l y work and U e b l e n was p a r t i c u l a r l y l o o s e i n h i s use o f 
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A c c o r d i n g t o V e b l e n t h e s e i n s t i n c t s were f o r m e d d u r i n g t h e 

"s a v a g e " e r a , w h i c h was c h a r a c t e r i s e d by g r o u p s o l i d a r i t y , 

w o r k m a n l i k e e f f i c i e n c y , u n s e l f i s h n e s s , and l i v i n g n e a r t h e s o i l . 

Hence t h e i m p o r t a n c e o f t h e i n s t i n c t o f w o r k m a n s h i p and t h e 
29 

p a r e n t a l b e n t . However, n o t a l l r a c e s emerged a t e x a c t l y t h e 

same t i m e o r u n d e r e x a c t l y i d e n t i c a l c o n d i t i o n s . I n s t i n c t i v e 

endowments may t h e r e f o r e v a r y between r a c e s , w o r k m a n s h i p and 

p a r e n t a l b e n t b e i n g more d o m i n a n t i n some r a c e s t h a n i n o t h e r s . 

A l s o some r a c e s , most n o t a b l y t h e European r a c e s , a r e h y b r i d s , 

and show g r e a t e r v a r i a t i o n i n t y p e . " ^ 

Because t h e i n s t i n c t s were f o r m e d d u r i n g t h e savage e r a 

i n human h i s t o r y , t h i s e r a b e g i n s w i t h a s i t u a t i o n i n w h i c h 

t h e t e r m i n s t i n c t ; p r e d a t o r y and s p o r t s m a n l i k e i n s t i n c t s a r e n o t 
m e n t i o n e d i n The I n s t i n c t o f Workmanship, and t h e e x i s t e n c e o f 
such i n s t i n c t s c e r t a i n l y c o n t r a d i c t s t h e d e s c r i p t i o n V e b l e n gave 
o f t h e p e a c e a b l e , n o n - p r e d a t o r y n a t u r e o f savage s o c i e t y p r e v i o u s 
t o w h i c h t h e i n s t i n c t s were supposed t o have f o r m e d . Even i n The 
L e i s u r e C l a s s V e b l e n s t a t e s t h a t " t h e i n s t i n c t o f wo r k m a n s h i p i s 
an i n s t i n c t more f u n d a m e n t a l , o f more a n c i e n t p r e s c r i p t i o n , t h a n 
t h e p r o p e n s i t y t o p r e d a t o r y e m u l a t i o n . The l a t t e r i s b u t a 
s p e c i a l d e v e l o p m e n t o f t h e i n s t i n c t o f w o r k m a n s h i p , a v a r i a n t 
r e l a t i v e l y l a t e and e p h e m e r a l . I t i s e s s e n t i a l l y u n s t a b l e i n 
c o m p a r i s o n w i t h t h e p r i m o r d i a l i n s t i n c t o f wo r k m a n s h i p o u t o f 
w h i c h i t has been d e v e l o p e d and d i f f e r e n t i a t e d . " T h i s r e l e g a t i o n 
o f p r e d a t o r y i m p u l s e s t o v i r t u a l l y a n o n - i n s t i n c t s t a t u s a l l o w s 
V e b l e n t o u t i l i s e w o r k m a n s h i p as h i s s t a n d a r d o f v a l u e . On t h i s 
p o i n t see T. V e b l e n , The T h e o r y o f t h e L e i s u r e C l a s s , pp.29-30, 
270; T. V e b l e n , The I n s t i n c t o f Workmanship, p p . 1 9 - 1 0 1 ; T.W. 
A d o r no , " V e b l e n ' s A t t a c k on C u l t u r e , " S t u d i e s i n P h i l o s o p h y and 
S o c i a l S c i e n c e 9 ( 1 9 4 1 ) : 405; C.E. A y r e s , o p . c i t . , p.33; S.M. 
D a u g e r t , op. c i t . , p.89; A.L. H a r r i s , " V e b l e n as a S o c i a l P h i l o s 
o p h e r , " op . c i t . , pp.6-10. M. W a t k i n s , " V e b l e n ' s View o f C u l t u r a l 
E v o l u t i o n , " i n D. Dowd, ed., o p . c i t . , pp.249-264; A.K. D a v i s , 
" T h o r s t e i n V e b l e n R e c o n s i d e r e d , " op. c i t . , p p . 6 0 - 6 1 ; S. E d g e l l , 
" T h o r s t e i n V e b l e n ' s T h e o r y o f E v o l u t i o n a r y Change," A m e r i c a n 
J o u r n a l o f Economics and S o c i o l o g y , 34 ( 1 9 7 5 ) : 269-272. 

29. T. V e b l e n , The I n s t i n c t o f Workmanship, pp.18-37. 
30. I b i d . , pp.21-24. 



t h e i n s t i n c t s have f r e e and F u l l p l a y . As m e n t i o n e d above, 

i n s t i n c t s a r e t e l e o l o g i c a l and g i v e r i s e t o a " l o g i c " , o r s y s t e m , 

o f ways and means, and t h e g r e a t e r t h e d e g r e e o f i n t e l l i g e n c e , 

t h e more e x t e n d e d w i l l be t h i s l o g i c . These ways and means t a k e 

on a h a b i t u a l c h a r a c t e r , become t r a d i t i o n a l , and e v / e n t u a l l y t a k e 

on an " i n s t i t u t i o n a l c h a r a c t e r and f o r c e , " s a n c t i o n e d by s o c i a l 

c o n v e n t i o n . These h a b i t u a l and i n s t i n c t u a l b e h a v i o u r p a t t e r n s 

can t a k e on c o n n o t a t i o n s o f r i g h t and p r o p e r a c t i o n and so 

become " p r i n c i p l e s o f c o n d u c t . " C o n v e n t i o n a l ways and means can 

t a k e t h e f o r m o f " p r o x i m a t e ends o f e n d e a v o u r , " and t h e p o i n t 

can be r e a c h e d where t h e r e a l u l t e r i o r and i n s t i n c t i v e ends a r e 

l o s t s i g h t o f , and t h e p r o x i m a t e ends a l o n e a r e " p r e s e n t i n 
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c o n s c i o u s n e s s . " I n s t i t u t i o n s a r e , t o V e b l e n , g e n e r a l l y 

a c c e p t e d h a b i t s o f l i f e and t h o u g h t . 

Ways and means, i n s t i t u t i o n s , and p r i n c i p l e s o f c o n d u c t , 

a r e t h u s b u i l t up o u t o f t h e p r o m p t i n g s o f t h e i n s t i n c t s , b u t 

t h e f o r m t h e s e h a b i t s and i n s t i t u t i o n s w i l l t a k e a l s o depends 

on t h e u n d e r l y i n g g e o g r a p h i c a l , e c o n o m i c , and t e c h n i c a l c o n d i t i o n s 

l / a r i a t i o n i n c u l t u r a l f o r m s can t h u s be e x p l a i n e d p a r t l y by 

d i f f e r e n c e s i n i n s t i n c t i v e endowment, and p a r t l y by d i f f e r e n c e s 

i n e x t e r n a l c o n d i t i o n s . W h i l e V e b l e n s o m e t i m e s u t i l i s e s t h e 

i d e a o f d i f f e r e n c e s i n i n s t i n c t i v e endowment t o e x p l a i n c u l t u r a l 

d i f f e r e n c e s , he r a r e l y r e l i e s on t h i s ' e x p l a n a t i o n a l o n e , and 

u s u a l l y p u t s more w e i g h t on v a r i a t i o n s i n e x t e r n a l c o n d i t i o n s . 

A l l t h e same a r a c e i s " u l t i m a t e l y a t t h e mercy o f i t s i n s t i n c t s . " 

So f a r t h i s p i c t u r e i s n o t a f u l l y d y namic one, b u t U e b l e n 

3 1 . I b i d . , pp.6-8. T h i s d e s c r i p t i o n has s t r o n g s i m i l a r i t i e s 
w i t h Sumner's i d e a s . 

32. I b i d . , pp.1-37, and p a s s i m . 



had a v i e w o f h a b i t s and i n s t i t u t i o n s as c o n s t a n t l y c h a n g i n g , 

t h e s y s t e m o f ways and means h a v i n g a t e n d e n c y t o become more 

and more e x t e n d e d . T h i s i s t h e b a s i s o f l / e b l e n ' s i d e a o f t h e 

c u m u l a t i v e change o f h a b i t s and i n s t i t u t i o n s . The i n s t i t u t i o n a l 

f r a m e w o r k i s n e v e r s t a t i c , b u t c o n s t a n t l y d e v e l o p i n g and b u i l d i n g 

upon i t s e l f . To l / e b l e n t h e r e i s l i t t l e r e a s o n f o r s u p p o s i n g 

t h a t t h i s p r o c e s s w i l l r e s u l t i n " r e a d i e r , s u r e r , o r more f a c i l e " 

e x p r e s s i o n o f man's i n s t i n c t i v e n a t u r e . I n d e e d , t h e o p p o s i t e 

i s t h e c a s e . l / e b l e n a r g u e d t h a t t h e g r o w t h o f h a b i t s and 

i n s t i t u t i o n s g e n e r a l l y i n t e r f e r e d w i t h , c o u n t e r a c t e d , o r o v e r 

t u r n e d t h e i n s t i n c t s . 

h i s t o r y r e c o r d s more f r e q u e n t and more s p e c t a c u l a r 
i n s t a n c e s o f t h e t r i u m p h o f i m b e c i l e i n s t i t u t i o n s 
o v e r l i f e and c u l t u r e t h a n o f p e o p l e s who have by 
f o r c e o f i n s t i n c t i v e i n s i g h t saved t h e m s e l v e s a l i v e 
o u t o f a d e s p e r a t e l y p r e c a r i o u s i n s t i t u t i o n a l 
s i t u a t i o n . -, , 34 

Such a p e r i l o u s s i t u a t i o n i s u n l i k e l y t o o c c u r o n l y where 

t h o s e i n s t i n c t s t h a t make d i r e c t l y f o r t h e m a t e r i a l 
w e l f a r e o f t h e c o m m u n i t y , such as t h e p a r e n t a l b e n t 
and t h e sense o f w o r k m a n s h i p , have been p r e s e n t . . . i n 
p o t e n t f o r c e , o r where t h e i n s t i t u t i o n a l e l e m e n t s a t 
v a r i a n c e w i t h t h e c o n t i n u e d l i f e - i n t e r e s t s o f t h e 
c o m m u n i t y . . . have been i n a s u f f i c i e n t l y i n f i r m s t a t e . . . 

The c u m u l a t i v e g r o w t h o f ways and means, h a b i t s and 

i n s t i t u t i o n s a l s o i n v o l v e s a p r o c e s s o f t e c h n o l o g i c a l c h ange. 

I n l / e b l e n ' s work t h e r e i s a two way l i n k between i n s t i t u t i o n s 

and t e c h n o l o g y as i n s t i t u t i o n s may h e l p o r h i n d e r t h e e x p r e s s i o n 

o f w o r k m a n s h i p and hence a f f e c t t h e r a t e o f t e c h n i c a l a d v a n c e , 

w h i l e t e c h n i c a l changes may b r i n g a b o u t a l t e r a t i o n s i n h a b i t s o f 

33. 
34. 
35. 

I b i d . , pp . 1•-20. 
I b i d . , p.2 5. 
I b i d . , p.24. 
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l i f e and e v e n t u a l l y i n i n s t i t u t i o n s . " ^ On o c c a s i o n U e b l e n 
v e r g e s on a t e c h n o l o g i c a l d e t e r m i n i s m , b u t i n much o f h i s work 
he a v o i d s d e f i n i t e p r e d i c t i o n s c o n c e r n i n g t h e f u t u r e c o u r s e o f 
c u l t u r a l c h ange, and r e f e r s t o many c a u s a l f a c t o r s o t h e r t h a n 
t e c h n i c a l change. For i n s t a n c e , l e g a l c h a n g e s , g e o g r a p h i c 
c o n d i t i o n s , c o n t a c t s w i t h o t h e r c u l t u r e s , and i n s t i n c t s . I t a l s o 
i s i m p o r t a n t t o r e a l i s e t h a t i n l / e b l e n ' s s y s t e m i n s t i t u t i o n s 
d e v e l o p i n t e r n a l l y , i n a c c o r d a n c e w i t h t h e i r own l o g i c , as w e l l 
as u n d e r t h e i m p a c t o f e x t e r n a l c o n d i t i o n s . Even a t h i s most 
d e t e r m i n i s t i c U e b l e n a r g u e s t h a t i n s t i t u t i o n s r e s p o n d t o new 
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t e c h n i c a l o r economic c o n d i t i o n s o n l y " t a r d i l y and r e l u c t a n t l y . " 

N e v e r t h e l e s s , t e c h n o l o g y i s a m a j o r dynamic e l e m e n t i n U e b l e n ' s 

s y s t e m , and w o r k m a n s h i p and i t s a s s o c i a t e d t e c h n i c a l advance i s 

h i s c e n t r a l r e f e r e n c e p o i n t and v a l u e . 

I t i s on t h i s g r o u n d t h a t U e b l e n u n d e r t a k e s h i s e x a m i n a t i o n 

o f t h e i n s t i t u t i o n a l g r o w t h o r l i f e h i s t o r y o f W e s t e r n s o c i e t y 

f r o m t h e savage e r a t o t h e "machine e r a . " I n t h i s , U e b l e n ' s 

m a j o r c o n c e r n i s t o show how t h e p r o c e s s o f c u m u l a t i v e i n s t i t u t i o n a l 

g r o w t h has r e s u l t e d i n t h e e s t a b l i s h m e n t o f c e r t a i n " p r e d a t o r y " 

h a b i t s and i n s t i t u t i o n s opposed t o t h e e x p r e s s i o n o f w o r k m a n s h i p , 

and, t h e r f o r e , d amaging t o t h e c o m m u n i t y ' s w e l f a r e . U e b l e n ' s 

a r g u m e n t i s t h a t s uch h a b i t s and i n s t i t u t i o n s s t i l l d o m i n a t e 
. . . . 38 A m e r i c a n s o c i e t y . 

36. I b i d . , p a s s i m , and T. U e b l e n , The T h e o r y o f B u s i n e s s 
Enterprise~TNew Y o r k , 1 9 6 5 ) , pp.5-19, 302-373; T. U e b l e n , The U e s t e d 
I n t e r e s t s (New Y o r k , 1919.) ,. pp. 35-62. . . . 

'37. T. U e b l e n , The I n s t i n c t o f Workmanship, pp.46-48, 52-62, 
1 3 8 - 1 5 1 , 162-168, 202-203, 275-286. See a l s o S.M. D a u g e r t , o p . c i t . , 
pp. 69-70; L..E. D o b r i a n s k y , op. c i t . , pp.227-229; A. Gruchy, Modern 
Economic T h o u g h t , pp. 6 8.-7 9.. 

38. T. U e b l e n , The I n s t i n c t o f Workmanship, pp.24-25, and 
p a s s i m . See a l s o T. U e b l e n , "The B e g i n n i n g s o f O w n e r s h i p , " "The 
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G i v e n V/eblen's t h e o r y o f c u m u l a t i v e and b l i n d c a u s a l 

sequence t h e i n s t i t u t i o n a l s t r u c t u r e c a n n o t be assumed t o be 

w e l l a d a p t e d t o t h e r e q u i r e m e n t s o f U J O r k m a n s h i p . I t i s V e b l e n ' s 

v i e w t h a t t h e i n s t i t u t i o n a l s t r u c t u r e i s t h e cause o f many 

economic p r o b l e m s . I n p a r t i c u l a r , he f i n d s t h a t a s y s t e m based 

on p e c u n i a r y s e l f i n t e r e s t and e m u l a t i v e and i n v i d i o u s h a b i t s 

r e s u l t s i n w a s t e f u l c o n s u m p t i o n p a t t e r n s , b u s i n e s s c y c l e s , 

m o n o p o l y , t h e r e s t r i c t i o n o f o u t p u t , and t h e o p e r a t i o n o f t h e 

sy s t e m i n t h e i n t e r e s t s o f a few and t o t h e d e t r i m e n t o f t h e 

"common man." I n o t h e r words " p r e d a t o r y " and " b u s i n e s s 

i n s t i t u t i o n s " c o n f l i c t w i t h w o r k m a n s h i p o r " i n d u s t r i a l " r e q u i r e m e n t s 

C o n s p i c u o u s C o n s u m p t i o n . 

U e b l e n i s p e r h a p s b e s t known f o r h i s work on t h e c o n s u m p t i o n 

h a b i t s o f t h e " l e i s u r e c l a s s , " w h i c h he c h a r a c t e r i s e d as 
39 

" c o n s p i c u o u s w a s t e . " Under a c o m p e t i t i v e s y s t e m t h e r e i s a 

t e n d e n c y f o r e m u l a t i v e and i n v i d i o u s h a b i t s t o a s s e r t t h e m s e l v e s . 

Work and e f f o r t i s d i r e c t e d t o w a r d s e l f - i n t e r e s t and t h e 

e m u l a t i o n o f t h o s e o f h i g h e r s o c i a l r a n k . L e i s u r e i s a mark o f 

s o c i a l s u p e r i o r i t y w h i l e i n d u s t r i a l l a b o u r i s a mark o f i n f e r i o r i t y . 

The g o a l i s w e a l t h , o r r a t h e r t h e c o n s p i c u o u s d i s p l a y o f w e a l t h , 

and t h i s g i v e s r i s e t o " w a s t e f u l " c o n s u m p t i o n , i m p a r t s an 

" u n t o w a r d " d i r e c t i o n t o i n d u s t r y , and g i v e s " p r o d u c t i v e l a b o r " 

I n s t i n c t o f Workmanship and t h e I r k s o m e n e s s o f L a b o r , " and "The 
B a r b a r i a n S t a t u s o f Women," a l l r e p r i n t e d i n Essays i n Our C h a n g i n g 
0 r d e r (New Y o r k , 1 9 3 4 ) , pp.32-48, 50-64, 78-96. U e b l e n ' s a r g u m e n t 
can be seen as a r e v e r s a l o f S p e n c e r ' s . S p encer a r g u e d t h a t 
p r e d a t o r y s o c i e t y had e v o l v e d i n t o a p e a c e a b l e one based on f r e e 
c o n t r a c t . To U e b l e n a l l t h a t had o c c u r r e d was t h a t p r e d a t i o n had 
t a k e n on a p e c u n i a r y form.. . 

39. T. U e b l e n , The T h e o r y o f t h e L e i s u r e C l a s s , pp.96-97. 



40 a l o w l e v e l o f esteem. 

C o m p e t i t i o n t h e r e f o r e does n o t r e s u l t i n i n d u s t r i a l and 

f r u g a l h a b i t s among t h e " s u p e r i o r p e c u n i a r y c l a s s , " as " f a i l u r e 

t o consume i n due q u a n t i t y and q u a l i t y becomes a mark o f 

i n f e r i o r i t y and d e m e r i t . " ^ ' ' What i s more 

As i n c r e a s e d i n d u s t r i a l e f f i c i e n c y makes i t p o s s i b l e 
t o p r o c u r e t h e means o f l i v e l i h o o d w i t h l e s s l a b o r , 
t h e e n e r g i e s o f t h e i n d u s t r i o u s members o f t h e 
c o m m u n i t y a r e b e n t t o t h e c o m p a s s i n g o f a h i g h e r 
r e s u l t i n c o n s p i c u o u s e x p e n d i t u r e , r a t h e r t h a n 
s l a c k e n e d t o a more c o m f o r t a b l e p a c e . . . t h e i n c r e m e n t 
o f o u t p u t i s t u r n e d t o use t o meet t h i s w a n t . . . ^ 

Tor V e b l e n t h e i n s t i t u t i o n o f a l e i s u r e c l a s s and t h e e m u l a t i v e 

and i n v i d i o u s h a b i t s t h a t s u r r o u n d i t " h i n d e r s c u l t u r a l d e v e l o p 

ment" by a b s o r b i n g s u r p l u s e s o v e r s u b s t a n c e , m a i n t a i n i n g a 

h i g h l y u n e q u a l d i s t r i b u t i o n o f i n c o m e , p r o v i d i n g a " p r e s c r i p t i v e 

e xample o f c o n s p i c u o u s w a s t e " t o o t h e r s , and by t h e i n e r t i a and 
43 

c o n s e r v a t i s m " p r o p e r t o t h e c l a s s i t s e l f . " The a n a l y s i s o f t h 

l e i s u r e c l a s s i s l i n k e d t o V e b l e n ' s b r o a d e r a n a l y s i s o f p e c u n i a r 

o r b u s i n e s s i n s t i t u t i o n s and t h e i r o p p o s i t i o n t o " i n d u s t r y . " 

B u s i n e s s C y c l e s . 

V e b l e n ' s a n a l y s i s o f t h e c o n f l i c t b etween b u s i n e s s and 

i n d u s t r y can be d i v i d e d i n t o t h r e e m a j o r p a r t s . The f i r s t d e a l s 

w i t h a s y s t e m o f c o m p e t i t i v e m a r k e t s , t h e second w i t h a s y s t e m 

o f more m o n o p o l i s e d m a r k e t s , and t h e t h i r d w i t h t h e g r a d u a l 

s e p a r a t i o n o f o w n e r s h i p , f i n a n c i a l c o n t r o l , and management f r o m 

t e c h n i c a l c o m p e t e n c e . 

40. T. V e b l e n , The T h e o r y o f t h e L e i s u r e C l a s s , pp.28-67 
4 1 . I b i d . , p.74. 
42. I b i d . , p. 1 1 1 . 
43. I b i d . , p.205. 
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F o r U e b l e n t h e c o m p e t i t i v e s y s t e m i s one i n w h i c h 

i n v e s t m e n t and p r o d u c t i o n a r e c a r r i e d on f o r p r o f i t , and 

i n d u s t r i a l p l a n t and n a t u r a l r e s o u r c e s a r e c a p i t a l i s e d on t h e 

b a s i s o f t h e i r p r o f i t y i e l d i n g c a p a c i t y . B u s inessmen have 

d e v e l o p e d a c o n c e p t o f " n o r m a l " o r " o r d i n a r y " p r o f i t w h i c h 

s e r v e s as a r e f e r e n c e p o i n t i n d e t e r m i n i n g " n o r m a l t i m e s , " 

" b r i s k t i m e s , " o r " d u l l t i m e s . " P r i c e s a r e s e t by a p r o c e s s o f 

" c o m p e t i t i v e p r o d u c t i o n " i n t e r a c t i n g w i t h t h e l e v e l o f demand. 

Each f i r m a t t e m p t s t o r e d u c e c o s t s u n d e r c o m p e t i t i v e p r e s s u r e . 

Money i s t h e s t a n d a r d u n i t o f a c c o u n t and t h e r e i s a p r e s u m p t i o n 

o f s t a b i l i t y i n t h e v a l u e o f t h e money u n i t . M a c h i n e t e c h n o l o g y 

i s i n g e n e r a l use and b u s i n e s s c o n c e r n s a r e s p e c i a l i s e d and 

i n t e r r e l a t e d . Thus, any d i s t u r b a n c e i n one s e c t o r moves r a p i d l y 
44 

t o o t h e r s e c t o r s . 

So f a r t h i s t r e a t m e n t i s f a i r l y o r t h o d o x , b u t s e v e r a l e x t r a 

d ynamic e l e m e n t s were added by l / e b l e n , t h e f i r s t o f t h e s e b e i n g 

a t e n d e n c y t o e x t e n d t h e use o f c r e d i t and t h e c o r p o r a t e f o r m 

o f e n t e r p r i s e . I t i s i m p o r t a n t t o n o t e h e r e t h a t what l / e b l e n 

was c o n c e r n e d w i t h was t h e e x t e n s i o n o f c r e d i t t o " g o i n g c o n c e r n s " 

o v e r and above t h e i r i n i t i a l c a p i t a l r e q u i r e m e n t . Such 

e x t e n s i o n s o f c r e d i t l / e b l e n saw as o f t h e t y p e t h a t c a r r i e d f i x e d 

i n t e r e s t c h a r g e s . T h a t i s bank l o a n s , c o m m e r c i a l p a p e r , o r f i x e d 

i n t e r e s t s e c u r i t i e s . 

l / e b l e n a r g u e d t h a t b o t h t h e a d o p t i o n o f t h e c o r p o r a t e f o r m 

44. T. l / e b l e n , A b s e n t e e O w n e r s h i p (New Y o r k , 1 9 2 3 ) , pp.72, 98-
99; T. U e b l e n , B u s i n e s s E n t e r p r i s e , pp.22-28, 8 6 - 9 1 , 105. 

45. i / e b l e n t e n d s t o lump such t h i n g s as " n o t e s , s t o c k , i n t e r e s t 
b e a r i n g s e c u r i t i e s , d e p o s i t s , and c a l l l o a n s " t o g e t h e r . See T. 
U e b l e n , B u s i n e s s E n t e r p r i s e , p.92. See a l s o J.B. D i r l a m , "The 
P l a c e o f C o r p o r a t i o n F i n a n c e i n U e b l e n ' s E c o n o m i c s , " i n D. Dowd, ed. 
op . c i t . , p . 2 0 1 . 
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o f e n t e r p r i s e and t h e t e n d e n c y t o e x t e n d t h e use o f c r e d i t mere 

n o t t h i n g s t h a t s i m p l y grew o u t o f t h e d e v e l o p m e n t o f l a r g e 

s c a l e t e c h n o l o g i e s and l a r g e r c a p i t a l r e q u i r e m e n t s . To l / e b l e n 

t h e use o f c r e d i t was e x t e n d e d because i t was p r o f i t a b l e and t h e 

c o r p o r a t e f o r m was a d o p t e d because o f t h e o p p o r t u n i t i e s f o r 

c r e d i t e x t e n s i o n t h a t i t gave. l / e b l e n was a l s o a t p a i n s t o 

p o i n t o u t t h a t new c r e d i t i n no way r e p r e s e n t e d a d d i t i o n s t o 

m a t e r i a l c a p i t a l o r p r o d u c t i v e e q u i p m e n t . For l / e b l e n t h i s 

" e x t e n s i o n " o f c r e d i t was s i m p l y an a d d i t i o n t o t h e p u r c h a s i n g 

power o f t h e b u s i n e s s c o n c e r n e d . ^ 

l / e b l e n a r g u e s t h a t c r e d i t e x t e n s i o n s r e p r e s e n t s i m p l y a 

t r a n s f e r o f f u n d s . For i n s t a n c e , when d e a l i n g w i t h s e c u r i t y 

i s s u e s l / e b l e n s t a t e s : 

What i s t r a n s f e r r e d i n t h e t r a n s a c t i o n s by w h i c h t h e 
s a v i n g s a r e t a k e n o v e r i n t o c o r p o r a t e c a p i t a l i s 
commonly some f o r m o f c r e d i t i n s t r u m e n t ; and t h e 
t r a n s a c t i o n r e s u l t s i n an a u g m e n t a t i o n o f t h e v a l u e 
o f o u t s t a n d i n g c r e d i t i n s t r u m e n t s . Whether t h e r e a r e 
any p h y s i c a l l y u s e f u l goods anywhere h e l d i n s t o r e 
back o f t h e s e f u n d e d s a v i n g s . . . i s an open q u e s t i o n , 
w i t h t h e p r e s u m p t i o n r u n n i n g s t r o n g l y t o t h e c o n t r a r y . ^ 

S i m i l a r a r g u m e n t s a r e a p p l i e d t o u n s e c u r e d bank l o a n s , l o a n s on 

c o l l a t e r a l , and c o m m e r c i a l p a p e r . C r e d i t i s an a d d i t i o n t o 

" p e c u n i a r y c a p i t a l " w h i c h c a n n o t s e r v e as " m a t e r i a l ( i n d u s t r i a l ) 

c a p i t a l . " 

E x t e n s i o n s o f c r e d i t a r e an a d v a n t a g e t o t h e b u s i n e s s 

because t h e y a l l o w a more r a p i d t u r n o v e r o f t h e f i r m ' s c a p i t a l 

a n d : 

. . . a l l t h e s e a d v a n c e s a f f o r d t h e b o r r o w e r a d i f f e r e n t i a l 

4.6... T.. .l/eblen, A b s e n t e e O w n e r s h i p , pp. 8 2-83; and T. l / e b l e n . 
B u s i n e s s E n t e r p r i s e , p . 99. 

47. T. l / e b l e n , A b s e n t e e Ownership,, pp.87-90. 
48. T. l / e b l e n , B u s i n e s s E n t e r p r i s e , pp.101-103. 
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a d v a n t a g e i n b i d d i n g a g a i n s t o t h e r b u s i n e s s men 
f o r t h e c o n t r o l and use o f i n d u s t r i a l p r o c e s s e s 
and m a t e r i a l s , t h e y a f f o r d him a d i f f e r e n t i a l 
a d v a n t a g e i n t h e d i s t r i b u t i o n o f t h e m a t e r i a l 
means o f i n d u s t r y ; b u t t h e y c o n s t i t u t e no a g g r e g a t e 
a d d i t i o n t o t h e m a t e r i a l means o f i n d u s t r y a t 
l a r g e . Funds o f w h a t e v e r c h a r a c t e r a r e a p e c u n i a r y 
f a c t n o t an i n d u s t r i a l o n e . ^ 

C r e d i t e x t e n s i o n a f f o r d s t h e b u s i n e s s m a n such a d v a n t a g e s as 

l o n g as t h e c o s t o f b o r r o w i n g i s b e l o w t h e " n o r m a l " r a t e o f 

p r o f i t , and U e b l e n a r g u e s t h a t t h i s i s t h e u s u a l c a s e . As, t o 

U e b l e n , " w h a t e v e r i s g e n e r a l l y a d v a n t a g e o u s becomes a n e c e s s i t y 

f o r a l l c o m p e t i t o r s , " t h e e x t e n d e d use o f c r e d i t becomes 

g e n e r a l i s e d and c o m p e t i t i v e . Such c o m p e t i t i v e use o f c r e d i t 

means t h a t t h e e a r n i n g s o f any p a r t i c u l a r e n t e r p r i s e can be 

o n l y " s l i g h t l y l a r g e r " t h a n w o u l d be t h e case w i t h o u t 

a g e n e r a l r e c o u r s e t o c r e d i t . N e v e r t h e l e s s , no s i n g l e e n t e r p r i s e 

c o u l d g i v e up t h e e x t e n d e d use o f c r e d i t and s t i l l e a r n 

" r e a s o n a b l e r e t u r n s . " ^ 

C r e d i t e x t e n s i o n t h u s has l i t t l e o r no e f f e c t on t h e o v e r a l l 

g e n e r a l l e v e l o f p r o f i t s , a l t h o u g h t h e c o m p e t i t i v e use o f c r e d i t 

may t e n d t o a l t e r t h e p a t t e r n o f t h e o w n e r s h i p o f t h e m a t e r i a l 
5 1 

means o f p r o d u c t i o n . One o t h e r m a j o r e f f e c t o f c r e d i t 

e x t e n s i o n s i s t h a t o f i n f l a t i o n . The p r i c e o f m a t e r i a l e q u i p m e n t , 

l a n d , n a t u r a l r e s o u r c e s , and l a b o u r a l l b e i n g b i d up by t h e 

i n c r e a s e i n t h e p u r c h a s i n g power o f b u s i n e s s e s . T h i s , i n t i m e , 
52 

s i m i l a r l y a f f e c t s o u t p u t p r i c e s . 

49. T. U e b l e n , B u s i n e s s E n t e r p r i s e , pp.95, 104. 
50. I b i d . , pp.92-99. 
5 1 . I b i d . , pp.98, 104. T h a t i s i f c r e d i t i s used t o buy o r 

l e a s e i n d u s t r i a l p l a n t . 
5 2 . I b i d , , p.105; and T. U e b l e n , A b s e n t e e O w n e r s h i p , p p.8 6- 8 7, 
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I n V e b l e n ' s a n a l y s i s t h i s i n f l a t i o n a r y movement can 

c o n t i n u e f o r as l o n g as m a r k e t s a r e b u o y a n t . The i n f l a t i o n 

r a i s e s a s s e t p r i c e s , and., as b u s i n e s s m e n s u f f e r f r o m money 

i l l u s i o n , t h e s e i n f l a t e d v a l u e s s e r v e as t h e b a s i s f o r f u r t h e r 

c r e d i t e x t e n s i o n s , and so on. V e b l e n can t h u s a r g u e t h a t t h e 

c o m p e t i t i v e s y s t e m i n i t s c o r p o r a t i v e f o r m has a t e n d e n c y t o 
53 

s p e c u l a t i v e and i n f l a t i o n a r y u p s u r g e s . The buoyancy o f m a r k e t s 

i s a s s u r e d d u r i n g t h e e a r l y c o m p e t i t i v e p e r i o d by g r o w i n g 

p o p u l a t i o n , g r o w i n g m a r k e t s , and t h e i n c r e a s i n g number o f com-
54 

p e t i n g i n d u s t r i a l uses f o r i n d u s t r i a l r e s o u r c e s . 

T h e r e i s , however, a second dynamic e l e m e n t i n V e b l e n ' s 

. a n a l y s i s t h a t t e n d s t o work i n t h e o p p o s i t e d i r e c t i o n : t h a t o f 

c o m p e t i t i v e p r e s s u r e r e s u l t i n g i n t h e a d o p t i o n o f more e f f i c i e n t 

t e c h n o l o g y , t e n d i n g t o i n c r e a s e o u t p u t and l o w e r p r i c e s . A l l 

t h e same, t h e e f f e c t o f new t e c h n o l o g y on o u t p u t p r i c e s was, 

a c c o r d i n g t o V e b l e n , n o t o f g r e a t i m p o r t a n c e t h r o u g h o u t most o f 

t h e c o m p e t i t i v e e r a due t o t h e r a p i d e x p a n s i o n o f m a r k e t s , b u t 

t h e r e came a p o i n t when m a r k e t s c o u l d no l o n g e r expand f a s t 

enough. When t h i s p o i n t was r e a c h e d i n d u s t r y became " e x c e s s i v e l y 

p r o d u c t i v e - - b e y o n d t h e needs o f b u s i n e s s , " and t h e e f f e c t was 
55 

f a l l i n g o u t p u t p r i c e s . 

A b s e n t e e O w n e r s h i p , p p . 9 0 - 9 1 . See a l s o T. 
i n Essays i n Our C h a n g i n g O r d e r , pp.114-

53. T. V e b l e n . 
V e b l e n , " C r e d i t and P r i c e s " 
1 3 1 . T h i s essay marked t h e p a r t i n g o f t h e ways f o r V e b l e n and 0 
L a u g h l i n o v e r t h e i r v i e w s on c r e d i t . See 3. D o r f m a n , T h o r s t e i n 
V e b l e n , pp.257-8 

t o c r e d i t 
T. V e b l e n , B u s i n e s s E n t e r p r i s e , 
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The p r o b l e m h e r e i s t w o f o l d . F i r s t t h e c o n c e r n i s s a d d l e d 

w i t h a b u r d e n o f o v e r h e a d i n t e r e s t c h a r g e s t h a t have t o be met 

even i n d u l l t i m e s , and second w i t h f a l l i n g o u t p u t p r i c e s t h e 

i n f l a t e d money v a l u e s o f t h e a s s e t s become l a r g e r t h a n t h e v a l u e 

o f t h e same a s s e t s when c a p i t a l i s e d on t h e b a s i s o f p r e s u m p t i v e 

e a r n i n g c a p a c i t y . When t h i s d i s c r e p a n c y becomes " p a t e n t " a 

p e r i o d o f l i q u i d a t i o n b e g i n s t o g e t h e r w i t h t h e w i t h d r a w a l o f 

c r e d i t and a r e - r a t i n g o f a g g r e g a t e c a p i t a l . A t t h i s l o w e r 

l e v e l o f o u t p u t and p r i c e s c r e d i t e x t e n s i o n s t a r t s a l l o v e r a g a i n 

Thus t h e c o m b i n a t i o n o f t h e s p e c u l a t i v e use o f c r e d i t and 

t e c h n i c a l change l e a d i n g t o " u n d e r c o n s u m p t i o n " r e s u l t i n t h e 

c o m p e t i t i v e b u s i n e s s s y s t e m b e c o m i n g c y c l i c a l and i n t e r m i t t a n t 

i n c h a r a c t e r . 5 6 

The c o m p e t i t i v e s y s t e m t h u s becomes c h a r a c t e r i s e d by a 

p e r i o d i c s p e e d i n g up a c c o m p a n i e d by i n f l a t i o n , and f o l l o w e d by 

a p e r i o d o f l i q u i d a t i o n and d e p r e s s i o n as a d i r e c t r e s u l t o f 

t h e i n s t i t u t i o n s o f c r e d i t and c o m p e t i t i v e p r o f i t s e e k i n g . Now, 

Ue b l e n goes on t o a r g u e t h a t t h i s c o m p e t i t i v e s y s t e m has w i t h i n 

i t t h e seeds o f i t s own t r a n s f o r m a t i o n . The c y c l i c a l n a t u r e o f 

t h e s y s t e m l e a d s b u s i n e s s m e n t o a t t e m p t t o e s t a b l i s h some t y p e 

o f " d i f f e r e n t i a l a d v a n t a g e " o v e r t h e i r c o m p e t i t o r s . Such 

a d v a n t a g e s w i l l a l l o w t h e b u s i n e s s a d e g r e e o f c o n t r o l o v e r i t s 

m a r k e t s and a d e g r e e o f f r e e d o m i n f i x i n g p r i c e s and o u t p u t , 

t h u s e n a b l i n g t h e m a i n t e n a n c e o f p r o f i t r a t e s . U e b l e n m e n t i o n s 

e a r l y a t t e m p t s t o come t o g r i p s w i t h t h e c o n c e p t o f c a p i t a l , see 
" Bb'hm-Ba we r k 1 s D e f i n i t i o n o f C a p i t a l and t h e S o u r c e o f Wages," 
i n Essays i n Our C h a n g i n g O r d e r , pp.13 2-136. 

56. T. U e b l e n , B u s i n e s s E n t e r p r i s e , pp.109-113; T. U e b l e n , 
A b s e n t e e O w n e r s h i p , pp.91-100. 
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v a r i o u s ways i n w h i c h t h i s can be done such as t h r o u g h a d v e r t i s i n g , 

b r a n d names, s a l e s m a n s h i p , p a t e n t r i g h t s , t h e g a i n i n g o f 

f r a n c h i s e s , and t h r o u g h t a k e o v e r s , c o n s o l i d a t i o n s , and t h e 
5 7 

a t t e m p t t o " c o n t r o l some l a r g e p o r t i o n o f t h e i n d u s t r i a l s y s t e m . " 

l/eb l e n d e v o t e s most a t t e n t i o n t o t h e p r o c e s s o f m e r g e r s , t a k e 

o v e r s , and c o n s o l i d a t i o n s , as i t i s f r o m t h i s t h a t t h e "new o r d e r " 

or b u s i n e s s emerges. 

Monopoly and S a b o t a g e . 

I n l / e b l e n ' s v i e w t h e e s t a b l i s h m e n t o f any d i f f e r e n t i a l 

a d v a n t a g e , by w h a t e v e r means, r e s u l t s i n t h e e a r n i n g c a p a c i t y 

o f t h e c o n c e r n t h a t has t h e d i f f e r e n t i a l a d v a n t a g e b e i n g g r e a t e r 

t h a n w o u l d o t h e r w i s e be t h e c a s e . I n o t h e r words t h i s e x t r a 

e a r n i n g power c a n n o t be a t t r i b u t e d t o t h e e a r n i n g power o f t h e 

t a n g i b l e a s s e t s a l o n e . From t h i s t h e n o t i o n o f " i n t a n g i b l e 
59 

p r o p e r t y " a r i s e s . 

To l / e b l e n i n t a n g i b l e p r o p e r t y r e p r e s e n t s an " u n e a r n e d " o r 

" f r e e " i n c o m e : 
t a n g i b l e a s s e t s . . . a r e such a s s e t s as r e p r e s e n t t h e 
e a r n i n g - c a p a c i t y o f any m e c h a n i c a l l y p r o d u c t i v e 
p r o p e r t y ; whereas i n t a n g i b l e a s s e t s r e p r e s e n t 
a s s u r e d income w h i c h c a n n o t be a s s i g n e d t o any 
s p e c i f i c m a t e r i a l f a c t o r as i t s p r o d u c t i v e s o u r c e . . . 
Such income a r i s e s o u t o f b u s i n e s s r e l a t i o n s r a t h e r 
t h a n o u t o f i n d u s t r y i t r e p r e s e n t s no c o n t r i b u t i o n 
t o t h e o u t p u t o f goods and s e r v i c e s , b u t o n l y an 
e f f e c t u a l c l a i m t o a s h a r e i n t h e " a n n u a l d i v i d e n d " . . . 
The r e t u r n s on i n t a n g i b l e a s s e t s a r e a r e t u r n f o r 
t h e e x e r c i s e o f c e r t a i n i m m a t e r i a l r e l a t i o n s i n v o l v e d 
i n t h e o w n e r s h i p and c o n t r o l o f i n d u s t r y and t r a d e . 

57. T. l / e b l e n , B u s i n e s s E n t e r p r i s e , p p.20-65, 133-176, 255-
267; T. l / e b l e n , A b s e n t e e O w n e r s h i p , pp.205-250, 284-397; T. l / e b l e n , 
The l / e s t e d I n t e r e s t s , pp.35-113. 

58. T. l / e b l e n , A b s e n t e e O w n e r s h i p , pp.205-250. 
59. T. l / e b l e n , The E n g i n e e r s and t h e P r i c e System, (New Y o r k , 

1 9 6 5 ) , p.69; T. l / e b l e n , B u s i n e s s E n t e r p r i s e , pp.54-55. 
60. T. l / e b l e n , The l / e s t e d I n t e r e s t s , p p.69-72; and T. l / e b l e n , 
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U e b l e n d e f i n e s t h e e x t r a e a r n i n g power o f i n t a n g i b l e p r o p e r t y 

as a " v e s t e d i n t e r e s t , " and a r g u e s t h a t s uch i n t e r e s t s have 

i n c r e a s i n g l y g a i n e d r e c o g n i t i o n as " a r t i c l e s o f p r i v a t e p r o p e r t y 
6 1 

d e f e n s i b l e a t l a w . " 

T h i s i d e a o f i n t a n g i b l e a s s e t s and " f r e e i n c o m e " a l l o w s 

U e b l e n t o a r g u e t h a t t h o s e who own and c o n t r o l t h e f i r m w i l l 

be i n t e r e s t e d i n i n c r e a s i n g t h e v a l u e o f t h e f i r m ' s i n t a n g i b l e 
6 2 

a s s e t s r a t h e r t h a n o p e r a t i n g t h e i n d u s t r i a l e q u i p m e n t e f f i c i e n t l y . 

I n o r d e r t o c r e a t e new i n t a n g i b l e s b u s i n e s s m e n engage i n a 

s t r u g g l e f o r c o n t r o l w h i c h may i n v o l v e a t t e m p t s t o i n f l i c t 

f i n a n c i a l damage on r i v a l s , o r t h e " t a c t i c a l " b u y i n g o r s e l l i n g 

o f c o m p a n i e s w i t h no t h o u g h t g i v e n t o t h e l o n g t e r m i n t e r e s t o f 

t h e c o n c e r n s i n v o l v e d . The d e v e l o p m e n t o f s t o c k m a r k e t s a l s o 

opens t h e p o s s i b i l i t y o f g a i n s f r o m i n s i d e r d e a l i n g s and o t h e r 

f i n a n c i a l m a n i p u l a t i o n s . These a c t i v i t i e s and t h e r e s u l t i n g 

t e n d e n c y t o m o n o p o l i s a t i o n a r e i n c o n f l i c t w i t h t h e i n t e r e s t s o f 

t h e c o m m u n i t y and, on o c c a s i o n , w i t h t h e i n t e r e s t s o f a p a r t i c u l a r 

f i r m as a " g o i n g c o n c e r n . " C o n f l i c t s may a l s o a r i s e b e t w e e n 

"On t h e N a t u r e o f C a p i t a l , " i n The P l a c e o f S c i e n c e , p p . 3 2 4 - 3 5 1 . 
U e b l e n a l s o i n c l u d e s t e c h n o l o g i c a l k n o w l e d g e as an i n t a n g i b l e . 
T e c h n o l o g i c a l k n o w l e d g e p r e v i o u s l y was owned by t h e c o m m u n i t y a t 
l a r g e , b u t w i t h i n c r e a s i n g r e f i n e m e n t , s p e c i a l i s a t i o n , and t h e 
d e v e l o p m e n t o f p a t e n t l a w s , t e c h n o l o g i c a l know-how can be owned. 

6 1 . T. U e b l e n , The U e s t e d I n t e r e s t s , pp.60, 100-102. 
62. T. U e b l e n , B u s i n e s s E n t e r p r i s e , p p.159-174. T h i s p a r t 

o f U e b l e n ' s a r g u m e n t i s o f t e n c o n f u s i n g as he d e f i n e s t h e " o w n e r s " 
o f a f i r m ' s i n d u s t r i a l e q u i p m e n t as t h e d e b e n t u r e and p r e f e r r e d 
s t o c k h o l d e r s , w h i l e t h e "managers" a r e t h e common s t o c k h o l d e r s . 
I t i s w o r t h n o t i n g t h a t U e b l e n ' s a n a l y s i s does n o t i m p l y a 
s e p a r a t i o n o f o w n e r s h i p f r o m management o r c o n t r o l as t h a t i s 
u s u a l l y u n d e r s t o o d . Compare "C.G. L e a t h e r s and 3.C. Evans, " T h o r s t e i n 
U e b l e n and t h e New I n d u s t r i a l S t a t e , " H i s t o r y o f P o l i t i c a l Economy 
5 ( 1 9 7 4 ) : 425 w i t h F.G. H i l l , " U e b l e n , B e r l e , arid, t h e Modern 
C o r p o r a t i o n , " A m e r i c a n J o u r n a l o f Economics and S o c i o l o g y 26 ( 1 9 6 7 ) : 
282. See n o t e 67. 
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d i f f e r e n t b u s i n e s s g r o u p s w o r k i n g a t c r o s s p u r p o s e s . ^ 

T h i s , h o w e v e r , i s n o t t h e end o f t h e s t o r y , as t h e 

f i n a n c i a l r e q u i r e m e n t s o f m e r g e r s and t a k e o v e r s r e s u l t i n t h e 

d e v e l o p m e n t o f t h e " c a p t a i n o f s o l v e n c y " o r " c a p t a i n o f f i n a n c e " 

who i s u s u a l l y i d e n t i f i e d w i t h a f i n a n c e house o r i n v e s t m e n t 

bank. The c a p t a i n o f f i n a n c e i s p a i d i n t h e f o r m o f a b l o c k 

o f t h e new c o r p o r a t i o n ' s s e c u r i t i e s , and t h i s , and h i s c o n t r o l 

o v e r c r e d i t r e s o u r c e s , g i v e s him a h i g h d e g r e e o f c o n t r o l o v e r 

s i g n i f i c a n t p a r t s o f t h e economic s y s t e m . 6 ^ 

U e b l e n a r g u e s t h a t c o n s o l i d a t i o n s and t a k e o v e r s were 

p a r t i c u l a r l y w i d e s p r e a d i n t h e c a se o f c e r t a i n "key i n d u s t r i e s . " 

These i n d u s t r i e s i n c l u d e t h e n a t u r a l r e s o u r c e , power, f u e l , 

t r a n s p o r t a t i o n , and s t e e l i n d u s t r i e s . U e b l e n n o t e s t h a t t h e s e 

i n d u s t r i e s had been l e f t i n p a r t i c u l a r l y p o o r f i n a n c i a l shape 

due t o t h e i r g r o w t h u n d e r c o n d i t i o n s o f e x p a n d i n g m a r k e t s , and 

t h e i r i n a b i l i t y t o a d j u s t t o more r e s t r i c t e d m a r k e t c o n d i t i o n s 

e x c e p t t h r o u g h " c u t t h r o a t c o m p e t i t i o n , " " s u c h as t o e n t a i l a 
6 5 

p r e s e n t and p r o s p e c t i v e d e c l i n e o f t h e i r e a r n i n g c a p a c i t y . " 

These i n d u s t r i e s ' need f o r e x t r a c r e d i t s was u t i l i s e d by t h e 

o p e r a t o r s and t h e i r f i n a n c i a l o r b a n k i n g c o m p a n i e s . The e f f e c t i v e 

management o f t h e s e key i n d u s t r i e s was, once t h e c o n s o l i d a t i o n 

had gone f a r enough, 
. . . t a k e n o u t o f t h e hands o f c o r p o r a t i o n managers 
w o r k i n g i n s e v e r a l t y and a t c r o s s p u r p o s e s , and... 

." l o d g e d ' i n ' t h e ' h a n d s ' b f t h a t g r o u p o f i n v e s t m e n t 
b a n k e r s who c o n s t i t u t e i n e f f e c t a G e n e r a l S t a f f o f 
f i n a n c i a l s t r a t e g y and who b e t w e e n them command t h e 

63. T. U e b l e n , B u s i n e s s E n t e r p r i s e , pp.159-174. 
64. T. U e b l e n , B u s i n e s s E n t e r p r i s e , pp.127-130, 172-174; 

T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.330-345. 
65. T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.229-250, 334-339. 
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g e n e r a l body o f t h e c o u n t r y ' s c r e d i t r e s o u r c e s . 

T h e r e i s , a t l e a s t i n l / e b l e n ' s l a t e r w ork, no w i d e s p r e a d 

o r p a r t i c u l a r l y i m p o r t a n t c o n f l i c t o f i n t e r e s t between t h e 

f i n a n c i e r and o t h e r owners o r c r e d i t o r s . Once t h e s y s t e m 

becomes s u f f i c i e n t l y c o n s o l i d a t e d t h e p r o c e s s o f c r e a t i n g new 

i n t a n g i b l e s becomes r o u t i n e , and works t o t h e b e n e f i t o f a l l 
6 7 

o f t h o s e i n v o l v e d . V e b l e n n o t e s t h a t , as t h e owners o f t h e 

66. I b i d . , pp.338-339. The n o t i o n o f key i n d u s t r i e s and 
t h a t o f t h e p r e d o m i n a n t r o l e o f c r e d i t i n s t i t u t i o n s a p p e a r s o n l y 
i n t h e l a t e r o f V e b l e n ' s w o r k s such as A b s e n t e e O w n e r s h i p . 

67. I b i d . , pp.326-333, 374. V e b l e n , p a r t i c u l a r l y i n 
B u s i n e s s E n t e r p r i s e , a t t e m p t s t o s e p a r a t e t h e r e t u r n s on t h e 
i n d u s t r i a l e q u i p m e n t f r o m t h e r e t u r n on i n t a n g i b l e a s s e t s , and 
r e l a t e s t h i s t o t h e g e a r i n g o f a company. I n B u s i n e s s E n t e r p r i s e , 
common s t o c k " r e p r e s e n t s " i n t a n g i b l e a s s e t s w h i l e p r e f e r r e d s t o c k 
and d e b e n t u r e s " r e p r e s e n t " t a n g i b l e a s s e t s , t h e i m p l i c a t i o n b e i n g 
t h a t t h e r e t u r n s on i n t a n g i b l e s a r e p a i d o u t as a r e t u r n on t h e 
common s t o c k w h i l e p r e f e r r e d s t o c k and d e b e n t u r e h o l d e r s g a i n 
t h e r e t u r n s on t h e i n d u s t r i a l e q u i p m e n t . T h i s a l s o f o r m s t h e 
b a s i s o f a p o t e n t i a l c o n f l i c t o f i n t e r e s t i n t h a t i n B u s i n e s s 
E n t e r p r i s e t h e h o l d e r s o f p r e f e r r e d s t o c k and d e b e n t u r e s have an 
i n t e r e s t i n t h e o p e r a t i o n o f t h e company as a " g o i n g c o n c e r n " 
w h i c h t h e h o l d e r s o f t h e common s t o c k , who have l e g a l c o n t r o l o f 
t h e company, may n o t s h a r e i f t h e y o b t a i n e d t h e common s t o c k s i m p l y 
t o make an a d v a n t a g e o u s s a l e v i a s t o c k m a r k e t m a n i p u l a t i o n . I n 
l a t e r work, however, V e b l e n t e n d s t o s u g g e s t t h a t t h e r e t u r n s f r o m 
i n t a n g i b l e s a r e c h a n n e l l e d t o " A b s e n t e e Owners" t h r o u g h t h e i r 
h o l d i n g s o f f i x e d i n t e r e s t s e c u r i t i e s w h i c h a r e , i n t h e amount 
i s s u e d , r e l a t e d t o t h e s i z e o f t h e i n t a n g i b l e a s s e t s . T h i s r e v e r s e s 
t h e above p o s i t i o n , b u t i n A b s e n t e e O w n e r s h i p V e b l e n a p p e a r s t o 
l a r g e l y abandon any a t t e m p t t o i d e n t i f y t h e r e t u r n s f r o m p a r t i c u l a r 
t y p e s o f a s s e t s w i t h p a r t i c u l a r t y p e s o f s t o c k s o r s e c u r i t i e s . 
The i m p l i c a t i o n i n A b s e n t e e O w n e r s h i p i s t h a t a b s e n t e e owners h o l d 
b o t h common and p r e f e r r e d s t o c k and d e b e n t u r e s . T h i s , o f c o u r s e , 
means t h a t t h e c o n f l i c t b etween t h e owners and c r e d i t o r s o f a f i r m 
t h a t V e b l e n a n a l y s e s i n B u s i n e s s E n t e r p r i s e i s no l o n g e r r e l e v a n t , 
and, i n d e e d , such c o n f l i c t s d r o p o u t o f s i g h t i n h i s l a t e r w o rk. 
I n A b s e n t e e O w n e r s h i p t h e s p e c u l a t i v e p u r c h a s e and s a l e o f s t o c k 
i s o n l y u n d e r t a k e n by k n o w l e d g e a b l e " o u t s i d e r s " r a t h e r t h a n by t h e 
o p e r a t o r s t h e m s e l v e s as i s s u g g e s t e d i n B u s i n e s s E n t e r p r i s e . 
C o n f l i c t s b etween d i f f e r e n t i n t e r e s t s a r e a l s o g i v e n s u b s t a n t i a l l y 
more space i n B u s i n e s s E n t e r p r i s e t h a n i n A b s e n t e e O w n e r s h i p , 
where such c o n f l i c t s a r e passed by i n one p a r a g r a p h . I n A b s e n t e e 
O w n e r s h i p t h e emph a s i s i s v e r y much on t h e c o m m u n i t y o f b i g 
b u s i n e s s i n t e r e s t s , a l t h o u g h i t i s a l l o w e d t h a t some c o n f l i c t s 
may o c c u r i n t h e p r o c e s s o f c o n s o l i d a t i o n . Much o f t h e c o n f u s i o n 
b e t w e e n V e b l e n ' s v a r i o u s books on t h e s e i s s u e s i s c l e a r l y r e l a t e d 
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c o r p o r a t i o n and a l s o f r e q u e n t l y t h e owners o f t h e f i n a n c e 

h ouse, 

. . . t h e same " I n t e r e s t " - - t h a t i s t o say t h e same 
g r o u p o f a b s e n t e e owners w o r k i n g t o g e t h e r as a 
team i n p u r s u i t o f g a i n - - w i l l n o t i n f r e q u e n t l y 
be f o u n d t o be t h e d o m i n a n t owners on b o t h t h e 
d e b i t and t h e c r e d i t s i d e o f a g i v e n a c c o u n t ; b o t h 
w i t h i n a g i v e n f i n a n c i a l b a n k i n g house o r g r o u p 
o f a f f i l i a t e d banks and i n t h e g r e a t e r o wners o f 
t h e c o r p o r a t i o n s whose c r e d i t and s e c u r i t i e s a r e 
t a k e n c a r e o f by t h e g i v e n b a n k i n g house and i t s 
a f f i l i a t e d b a n k s . 

o a 

The e x t e n s i o n o f c r e d i t does n o t , however, s t o p w i t h 

c o n s o l i d a t i o n s o r w i t h t h e "key i n d u s t r i e s . " As b e f o r e , s uch 

e x t e n s i o n o f c r e d i t a l l o w s a c o r p o r a t i o n a c o m p e t i t i v e a d v a n t a g e 

o v e r o t h e r s w h i c h do n o t so e x t e n d t h e i r c r e d i t . I t i n c r e a s e s 

t h e c o r p o r a t i o n s p u r c h a s i n g power and a l l o w s i t t o " t r a d e on a 
6 9 

t h i n n e r e q u i t y . " A g a i n , i t i s t h e r e f o r e t o t h e a d v a n t a g e 

o f a l l f i r m s w h e t h e r t h r o u g h m e r g e r s o r o t h e r w i s e t o f u l l y 

c a p i t a l i s e t h e i r i n t a n g i b l e a s s e t s : 

b u t i t a l s o f o l l o w s t h a t by t h i s c o m p e t i t i v e r e c o u r s e 
t o c r e d i t t h e s e b u s i n e s s c o n c e r n s . . . became c l i e n t s 
o f t h e d i s p e n s e r s o f c r e d i t and a r e l o a d e d a p p r o x i m a t e l y 
t o c a p a c i t y w i t h s u i t a b l e o v e r h e a d c h a r g e s p a y a b l e t o 
t h e a b s e n t e e h o l d e r s o f t h e i r p a p e r , w h e t h e r i n t h e 
f o r m o f c o m m e r c i a l c r e d i t s o r o f c o r p o r a t i o n debentures.„ 

t o h i s a t t e m p t t o c a r r y t h e d i s t i n c t i o n b etween " b u s i n e s s " and 
" i n d u s t r y " r i g h t t h r o u g h i n t o t h e a r e a o f company a c c o u n t s and 
f i n a n c e . T. l / e b l e n , B u s i n e s s E n t e r p r i s e , pp.136-176; T. l / e b l e n , 
A b s e n t e e O w n e r s h i p , pp.342-362; T. l / e b l e n , The l / e s t e d I n t e r e s t s , 
pp.99-102. T h i s c o n t r a d i c t i o n between B u s i n e s s E n t e r p r i s e and 
A b s e n t e e O w n e r s h i p l e d t o some p e c u l i a r i n t e r p r e t a t i o n s o f t h e 
l a t t e r book i n t e r m s o f t h e f o r m e r . See f o r i n s t a n c e W.C. M i t c h e l l 
i n a l e t t e r t o W.Z. R i p l e y d a t e d December 1936, q u o t e d by J. D o r f m a n , 
"New L i g h t on l / e b l e n , " i n T. l / e b l e n , E s s a y s , Reviews and R e p o r t s 
( C l i f t o n , 1 9 7 3 ) , pp.171-172. See a l s o F.G. H i l l , " l / e b l e n , B e r l e , 
and t h e Modern C o r p o r a t i o n , " o p . c i t . , p p . 2 8 1 - 1 8 1 . 

68. T. l / e b l e n , A b s e n t e e O w n e r s h i p , p.362. 
69. I b i d . , pp.356-358. 
70. I b i d . , p.358. Once a l a r g e p o p u l a t i o n o f b u s i n e s s c o n c e r n s 

come t o be d e p e n d e n t on " t h e s e d i s p e n s e r s o f c r e d i t f o r t h e means 
o f c o m m e r c i a l s u b s i s t e n c e and s a l v a t i o n " t h e economic s y s t e m 
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T h e r e i s t h u s a t e n d e n c y t h r o u g h o u t t h e economic s y s t e m t o 

e x t e n d t h e use o f c r e d i t , and t h i s t u r n s many more f i r m s i n t o 

d e b t o r s o f t h e f i n a n c e houses o r i n v e s t m e n t b a n k s . T h i s f u r t h e r 

e x t e n s i o n o f c r e d i t t h u s becomes w i d e s p r e a d and has t h e same 

i n f l a t i o n a r y e f f e c t as b e f o r e ; t h e i n f l a t i o n a l l o w i n g f u r t h e r 

c r e d i t e x t e n s i o n s , u s u a l l y d e b e n t u r e i s s u e s , on t h e b a s i s o f t h e 

i n c r e a s e d money v a l u e o f t h e b u s i n e s s a s s e t s . I n t h e case o f a 

c o n c e n t r a t e d o r m o n o p o l i s e d s y s t e m , however, t h i s w i l l n o t l e a d 

t o any e v e n t u a l l i q u i d a t i o n . T h i s i s because t h e monopoly 

e l e m e n t s o r c o l l u s i v e a c t i o n r e s u l t s i n a r e s t r i c t i o n o f o u t p u t 
71 

and t e c h n i c a l advance w h i c h keeps p r i c e s s u f f i c i e n t l y h i g h . 

The money v a l u e o f a company's a s s e t s t h u s has no t e n d e n c y t o 

o u t s t r i p t h e company's c a p i t a l i s e d e a r n i n g c a p a c i t y . Under t h i s 

s y s t e m t h e r e a p p e a r s t o be n o t h i n g t o p r e v e n t a s t e a d y i n f l a t i o n 

o f v a l u e s l i n k e d w i t h a s t e a d y i n c r e a s e i n t h e v a l u e o f o u t s t a n d 

i n g c r e d i t , as l o n g as b u s i n e s s can o p e r a t e and m a i n t a i n a l e v e l 

o f " s a b o t a g e " on i n d u s t r y and t e c h n i c a l change. The r e s u l t i s 

a c o n t i n u a l and i n c r e a s i n g l e v e l o f unemployment and u n d e r 
72 

u t i l i s a t i o n o f r e s o u r c e s . As P. Sweezy p u t s i t "on a b u s i n e s s 

l e v e l " m o n o p o l i s a t i o n b r o u g h t r e l i e f f r o m t h e e f f e c t s o f c y c l i c a l 

becomes, i n U e b l e n ' s t e r m s , a " c r e d i t economy." U e b l e n o p e n l y 
a c k n o w l e d g e s t h a t he b o r r o w s t h i s t e r m f r o m t h e German h i s t o r i c i s t s . 
See T. l / e b l e n , B u s i n e s s E n t e r p r i s e , p.133, and A b s e n t e e O w n e r s h i p , 
p.364. 

7 1 . T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.'359-361, 369-374; and 
T. U e b l e n , The E n g i n e e r s and t h e P r i c e System, pp.1-26. T h i s i s 
n o t t o say t h a t t e c h n i c a l advance and c o s t r e d u c t i o n i s e n t i r e l y 
s t o p p e d . U e b l e n a r g u e s t h a t t e c h n i c a l a d v a n c e s do o c c u r even u n d e r 
such a m o n o p o l i s e d s y s t e m , b u t t h a t t h e y a r e n e v e r a l l o w e d t o go 
f a r enough t o d i s r u p t t h e b a s i s o f t h i s " c r e d i t economy." I n 
p r a c t i c e , t h e n , p r i c e s may be s t a b l e o v e r some p e r i o d s o f t i m e , and 
r i s e s l o w l y i n o t h e r s . U e b l e n c a l l s t h i s r e s t r i c t i o n o f o u t p u t 
and t e c h n i c a l advance " s a b o t a g e " o r t h e " c o n s c i o u s w i t h d r a w a l o f 
e f f i c i e n c y . " See T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.251-283. 

72. T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.371-372. 
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d e p r e s s i o n s , " w h i l e on t h e i n d u s t r i a l l e v e l i t p r o d u c e d a 
73 p e r s i s t e n t u n d e r u t i l i s a t i o n o f human and m a t e r i a l r e s o u r c e s . " 

The whole economic s y s t e m i s t h u s o p e r a t e d t o t h e a d v a n t a g e 

o f , as U e b l e n p u t s i t , " t h e One B i g U n i o n o f F i n a n c i a l I n t e r e s t s . " 

The c o n t r o l o f t h e s y s t e m i s m a i n t a i n e d t h r o u g h t h e c r e d i t s y s t e m 

and t h r o u g h t h e i n f l u e n c e o f t h e "key i n d u s t r i e s " o v e r t h e r a t e 

o f p r o d u c t i o n i n t h e r e s t o f t h e economy. The i n v e s t m e n t b a n k e r s 

have a h i g h d e g r e e o f c o n t r o l b e c a u s e : 

by f o r c e o f t h i s e n d l e s s n e t w o r k o f c r e d i t t h a t 
t i e s up t h e b u s i n e s s c o n c e r n s o f t h e c o u n t r y i n 
an i n t e r d e p e n d e n c e o f f i s c a l g i v e and t a k e , t h e y 
a r e a t t h e same t i m e , each i n h i s d e g r e e , l a r g e and 
s m a l l , t i e d i n u n d e r t h e p a r a m o u n t f i s c a l j u r i s d i c t i o n 
o f t h e s e k e e p e r s o f t h e c o u n t r y ' s c r e d i t r e s o u r c e s , 
as c l i e n t s whose f o r t u n e s a r e f o r e v e r i n t h e b a l a n c e 
and whose c o n t i n u e d good f o r t u n e i s c o n d i t i o n e d on 
t h e i r c o n t i n u i n g t o be l u c r a t i v e c l i e n t s . ^ 

I t i s a l s o w o r t h n o t i n g t h a t U e b l e n t i e d t h e F e d e r a l R e serve 

i n t o t h i s s y s t e m , i t s m a j o r f u n c t i o n b e i n g one o f " a d d i n g 

73. P. Sweezy, " U e b l e n on A m e r i c a n C a p i t a l i s m , " i n D. Dowd, 
ed., op . c i t . , p.185. 

74. T. l / e b l e n , A b s e n t e e O w n e r s h i p , pp.349-354, 356-358, 360-
364, 374-385. I t s h o u l d be n o t e d t h a t t h e e x i s t e n c e o f t h e One 
B i g U n i o n o f I n t e r e s t s d i d n o t t o t a l l y do away w i t h c o m p e t i t i o n 
b e t w e e n i n t e r e s t s . U e b l e n a r g u e s , however, t h a t t h e c o n t r o l 
e x e r c i s e d by t h e b a n k i n g c o m m u n i t y and t h e j o i n t i n t e r e s t i n a 
s t a b l e o r r i s i n g p r i c e l e v e l l e a d s t o c o m p e t i t i o n b e i n g c o n f i n e d 
t o t h o s e a r e a s t h a t w i l l n o t u p s e t t h e p r i c e l e v e l . T h i s p o s i t i o n 
w h i c h i s s e t o u t i n A b s e n t e e O w n e r s h i p i s i n c o n t r a s t t o t h a t i n 
B u s i n e s s E n t e r p r i s e . I n t h e e a r l i e r book U e b l e n sometimes a p p e a r s 
t o s u g g e s t t h a t t h e c o m p e t i t i o n among i n t e r e s t s s t r u g g l i n g f o r 
g r e a t e r c o n t r o l l e d t o s p e c u l a t i v e m a n i p u l a t i o n o f t h e s t o c k m a r k e t s , 
a t t e m p t s t o damage t h e b u s i n e s s o f o t h e r c o n c e r n s , and i n d u s t r i a l 
d e r a n g e m e n t . I n t h e l a t e r work i t i s t h e c o l l u s i v e " s a b o t a g e " o f 
t h e s y s t e m by t h e c o n c e n t r a t e d a c t i o n o f t h e i n t e r e s t s t h a t l e a d s 
t o r e s t r i c t i o n o f o u t p u t , and t h e r o l e o f c o n f l i c t between 
b u s i n e s s m e n i s p l a y e d down. The c o m p e t i t i o n o f i n t e r e s t s b e l o n g i n g 
t o d i f f e r e n t n a t i o n s i s s t i l l t r e a t e d as a p o s s i b i l i t y i n t h e 
l a t e r work. Compare T. l / e b l e n , A b s e n t e e O w n e r s h i p , pp.349-397 w i t h 
B u s i n e s s E n t e r p r i s e , pp.29-45, 133-176. I t does, however, a p p e a r 
t h a t i n d e a l i n g w i t h t h e s e c o n f l i c t s U e b l e n was d e a l i n g w i t h t h e 
p r o c e s s e s i n v o l v e d i n a m e r g e r wave. Thus, once a d e g r e e o f 
c o n s o l i d a t i o n i s a c h i e v e d a g r e a t e r u n i t y o f i n t e r e s t a r r i v e s . 
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m a t e r i a l l y t o t h e s e c u r i t y " o f p a p e r money i s s u e s and t h e r e b y 

h e l p i n g t h e c e n t r a l i s a t i o n , c o o p e r a t i o n , and s t a b i l i t y o f t h e 
75 

b a n k i n g and f i n a n c i a l s y s t e m . 

The key i n d u s t r i e s a r e a l s o i m p o r t a n t as i t i s t h r o u g h 

t h e c o n t r o l o f t h e s e i n d u s t r i e s t h a t t h e " i n t e r e s t s " a r e e n a b l e d 

t o c o n t r o l t h e volume o f o u t p u t t h r o u g h o u t t h e s y s t e m : 
I t i s a f t e r a l l i n t h e Key I n d u s t r i e s . . . t h a t t h e 
a d m i n i s t r a t i v e c e n t e r o f t h i s s y s t e m o f i n d u s t r i a l 

. b u s i n e s s t r a f f i c l i e s ; j u s t as i t s e x e c u t i v e c e n t e r 
l i e s o u t s i d e t h e i n d u s t r i a l s y s t e m p r o p e r , i n t h e 
m a s s i v e c r e d i t i n s t i t u t i o n s o f t h e f i s c a l m e t r o p o l i s . 
And i t i s on t h e s e Key I n d u s t r i e s . . . t h a t t h e d o m i n a n t 
I n t e r e s t s o f t h e One B i g U n i o n r e s t t h e i r uueight o f 
a b s e n t e e o u i n e r s h i p and p i v o t t h e sweep o f t h e i r 
i n d u s t r i a l d o m i n i o n . The Key I n d u s t r i e s . . . s e t t h e 
pace and g o v e r n t h e p r a c t i c a b l e r a t e and volume o f 
employment and o u t p u t f o r t h e i n d u s t r i a l s y s t e m a t 
l a r g e . . . T h i s g u i d a n c e o f i n d u s t r i a l a f f a i r s i s a l l . . . 
an u n d e s i g n e d and f o r t u i t o u s b y - p r o d u c t o f t h e 
s t e a d f a s t p u r s u i t o f t h e i r own a d v a n t a g e by t h o s e 
I n t e r e s t s t h a t do b u s i n e s s i n t h e key i n d u s t r i e s . 

C o m p e t i t i o n u n d e r t h i s r e g i m e i s r e d u c e d t o n o n - p r i c e 

c o m p e t i t i o n , most n o t a b l y a d v e r t i s i n g . T h i s e x e r c i s e o f " s a l e s 

m a n s h i p " may l e a d t o t h e p u r c h a s e o f one b r a n d r a t h e r t h a n 

a n o t h e r , b u t l / e b l e n m a i n t a i n s t h a t i t w i l l n o t a f f e c t t h e l e v e l 

o f t o t a l demand. The m a r k e t i s a " c l o s e d " one w i t h o n l y a 

c e r t a i n volume o f p u r c h a s i n g power a v a i l a b l e . E x p e n d i t u r e on 

s a l e s m a n s h i p does, however, u t i l i s e r e s o u r c e s i n a "nan p r o d u c t i v e " 

way i n t h e p u r s u i t o f b u s i n e s s ends r a t h e r t h a n i n d u s t r i a l e nds, 

r a i s e c o s t s and r e d u c e t h e m a r g i n between s a l e s p r i c e and 

p r o d u c t i o n c o s t . As i t i s f r o m t h i s m a r g i n t h a t t h e " o v e r h e a d 

75. T. l / e b l e n , A b s e n t e e O w n e r s h i p , pp.369-371 . D e s p i t e t h i s 
c o n s i d e r a t i o n o f t h e F e d e r a l R eserve System i t i s n o t a t a l l 
c l e a r e x a c t l y how a l l t h i s c r e d i t i s b e i n g g e n e r a t e d . I n l / e b l e n ' s 
s y s t e m t h e r e a p p e a r s t o be no l i m i t t o c r e d i t e x t e n s i o n s . 

76. T. V e b l e n , A b s e n t e e O w n e r s h i p , pp.386-387. 



142, 

c h a r g e s " on i n v e s t e d c a p i t a l must be p a i d , t h e n t h e r e must 

be a r e d u c t i o n i n p r o d u c t i o n c o s t i n o r d e r t o m a i n t a i n t h e 

m a r g i n . A d v e r t i s i n g becomes a n e c e s s i t y i n t h i s r e s t r i c t e d 

m a r k e t s y s t e m , and t h e r e i s a r e s u l t i n g t e n d e n c y t o r e d u c e 
77 

p r o d u c t i o n c o s t s v i a r e d u c i n g mages o r employment. 

These t e n d e n c i e s o f r e s t r i c t i n g o u t p u t , and employment, 

and s t e a d y i n f l a t i o n , a / i l l meet some r e s i s t a n c e f r o m t h e work 

f o r c e , p a r t i c u l a r l y t h e u n i o n i s e d work f o r c e , b u t V/eblen a r g u e s 

t h a t t h e t y p e o f a c t i o n u n d e r t a k e n i s a l s o c o n d i t i o n e d by t h e 

b u s i n e s s s y s t e m . U n i o n s , t o l / e b l e n , t e n d t o u t i l i s e s i m i l a r 

b u s i n e s s p r i n c i p l e s and a t t e m p t t o r a i s e wages v i a t h e e s t a b 

l i s h m e n t o f t h e i r own v e s t e d i n t e r e s t s t h r o u g h t h e i r own 
7 8 

" c o n s c i e n t i o u s w i t h d r a w a l o f e f f i c i e n c y , " t h a t i s , by s t r i k e s , 

l / e b l e n i s c l e a r t h a t u n i o n s have t h e weaker hand, n o t o n l y a r e 

t h e y f i g h t i n g p o w e r f u l a d v e r s a r i e s , b u t t h e y a r e b e i n g c o n s t a n t l y 

" l e f t b e h i n d " due t o t h e p e r s i s t a n t r i s e i n p r i c e s . I t i s , 

t h u s , a l l u n i o n s can do t o keep up i n money t e r m s , w h i l e t h r o u g h 

a d v e r t i s i n g and s a l e s m a n s h i p t h e p s y c h o l o g i c a l o r " m o r a l " sub

s i s t e n c e l e v e l i s c o n s t a n t l y b e i n g r a i s e d . V e b l e n f u r t h e r p o i n t s 

o u t t h a t w h i l e u n i o n t a c t i c s a r e f i r m l y based on b u s i n e s s 

p r i n c i p l e s t h e y do n o t have e g u i v a l e n t s t a n d i n g a t l a w . The 

workmen have no " e n f o r c e a b l e a b s e n t e e r i g h t s and p o w e r s , and 

t h e y have been u n a b l e t o c a p i t a l i s e t h e i r income i n t o f i x e d o v e r 

head c h a r g e s on i n d u s t r y , c o l l e c t a b l e i n a b s e n t i a . " Thus, w h i l e 

77. I b i d . , pp.284-325, 384-386, 391-394. 
78. I b i d . , pp.394-395, 401-414; see a l s o T. V e b l e n , "Farm 

Lab o r and t h e I.W.W.," r e p r i n t e d i n Essays i n Our C h a n g i n g O r d e r , 
pp.319-336; T. l / e b l e n , The E n g i n e e r s and t h e P r i c e System, pp.1-26; 
T. l / e b l e n , The l / e s t e d I n t e r e s t s , pp.163-183. 
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u n i o n s can be f o u n d g u i l t y o f c o n s p i r a c y , a b s e n t e e owners 

w o r k i n g i n c o l l u s i o n as s t o c k h o l d e r s o f a company c a n n o t . The 

o n l y weapon o f em p l o y e e s i s t o do as l i t t l e work as p o s s i b l e 

f o r t h e i r wages. Thus i n d u s t r i a l " s a b o t a g e " becomes e s t a b l i s h e d 

on b o t h s i d e s o f i n d u s t r y w i t h c o n s e q u e n t a d v e r s e e f f e c t s on 
79 

o u t p u t . 

From a l l t h i s i t i s c l e a r t h a t U e b l e n v i e w e d t h e c o r p o r a t e 

b u s i n e s s s y s t e m as e v o l v i n g f r o m a c o m p e t i t i v e s t a g e c h a r a c t e r i s e d 

by b u s i n e s s c y c l e s and d e p r e s s i o n s , t o a p e r i o d o f m e r g e r and 

c o n s o l i d a t i o n , c h a r a c t e r i s e d by a wide d e g r e e o f d i s c r e t i o n a r y 

c o n t r o l b e i n g e x e r c i s e d by t h e " a b s e n t e e o w n e r s " and i n v e s t m e n t 

b a n k e r s . T h i s One B i g U n i o n o f i n t e r e s t s c o n t r o l s t h e l e v e l 

o f o u t p u t and p r i c e f o r i t s own a d v a n t a g e . The r e s u l t i s a 

g r o w i n g d e g r e e o f " s a b o t a g e " u n d e r t a k e n by b o t h s i d e s , and t h e 

r e s t r i c t i o n o f o u t p u t and employment. The i n t e r e s t s o f t h e 

a b s e n t e e owner, e x p r e s s e d t h r o u g h t h e i r l e g a l c o n t r o l and t h e i r 

c l a i m s t o " f r e e i n c o m e , " a r e i n d i r e c t o p p o s i t i o n t o t h o s e o f 

t h e "common nan." 

Of c o u r s e , t h i s s y s t e m , t o o , p o s s e s s e s e l e m e n t s t h a t t e n d 

t o l e a d t o a c h a n g e . The p r i c e i n f l a t i o n and r e s t r i c t i o n o f 

o u t p u t c a n n o t go on i n d e f i n i t e l y , as a f t e r a t i m e such a c t i o n s 

become s e l f - d e f e a t i n g . I f t h e l e v e l o f o u t p u t i s d e p r e s s e d t o o 

much t h e n t h e a b s e n t e e owners have a s m a l l e r volume o f o u t p u t 

f r o m w h i c h t o draw t h e i r f r e e i n c o m e . To l / e b l e n , b u s i n e s s m e n 

79. T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.394-395, 401-4T6, 4 3 1 -
437; and T. U e b l e n , The E n g i n e e r s and t h e P r i c e System, pp.1-26. 
See a l s o L. A r d z r o o n i , "The P h i l o s o p h y o f t h e R e s t r i c t i o n o f 
O u t p u t , " The A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l 
S c i e n c e 91 ( 1 9 2 0 ) : 70-75. 
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t e n d o n l y t o be i n t e r e s t e d i n t h e s h o r t t e r m , hence t h i s l o n g 
8 0 

t e r m p r o b l e m m i l l n o t a l t e r t h e i r b e h a v i o u r . They w i l l 

d e p r e s s o u t p u t and employment t o i t s p r a c t i c a b l e minimum, and 

a c t i o n w i l l be u n d e r t a k e n t o p r o t e c t " n a t i o n a l i n t e g r i t y , " t h a t 

i s t h e i m p o s i t i o n o f t a r i f f s and o t h e r b a r r i e r s t o t r a d e and 

f r e e movement o f f a c t o r s , w h i c h r e i n f o r c e t h e r e s t r i c t i v e 
81 

n a t u r e o f t h e c o n t r o l by l a r g e v e s t e d i n t e r e s t s . 

I m p e r i a l i s m i s a l s o a p o s s i b i l i t y a c c o r d i n g t o U e b l e n . 

I m p e r i a l i s m b e i n g t h e a t t e m p t t o d e v e l o p s o u r c e s o f u n e a r n e d 

income o u t o f t h e n a t i o n a l p r o d u c t o f o t h e r c o u n t r i e s . What i s 

more, t h e a c t i v i t i e s o f b u s i n e s s b o t h a t home and a b r o a d a r e 

g i v e n t h e f u l l s u p p o r t o f g o v e r n m e n t , w h i c h t o U e b l e n , 
may be c o u n t e d on t o l e n d . . . u n w a v e r i n g s u p p o r t t o 
a l l m anoeuvers o f b u s i n e s s - a s - u s u a l , and t o d i s 
a l l o w any t r a n s g r e s s i o n o f o r d e p a r t u r e f r o m 
b u s i n e s s p r i n c i p l e s . . . The d r i f t o f workday d i s c i p l i n e , 
as w e l l as o f d e l i b e r a t e i n s t r u c t i o n s e t s i n t h e 
c o n s e r v a t i v e d i r e c t i o n . For t h e i m m e d i a t e f u t u r e 
t h e p r o s p e c t a p p e a r s t o o f f e r a f u l l e r c o n f i r m a t i o n 
i n t h e f a i t h t h a t b u s i n e s s p r i n c i p l e s answer a l l t h i n g s 
...This b u s i n e s s l i k e c o n t r o l o f t h e i n d u s t r i a l s y s t e m . . . 
w i l l r e s u l t i n a p r o g r e s s i v e l y w i d e n i n g m a r g i n o f 
d e f i c i e n c y i n t h e a g g r e g a t e m a t e r i a l o u t p u t and a 
p r o g r e s s i v e s h r i n k a g e o f t h e a v a i l a b l e means o f l i f e . ^ 

The E n g i n e e r s and t h e P r i c e System. 

U e b l e n ' s a n a l y s i s a l s o i n v o l v e d t h e i d e a t h a t as t h e b u s i n e s s 

s y s t e m d e v e l o p e d so t h o s e w i t h c o n t r o l o v e r i n d u s t r y became 

more and more removed f r o m t h e t e c h n i c a l o r e n g i n e e r i n g a s p e c t s 

80. T. U e b l e n , A b s e n t e e O w n e r s h i p , pp.422-423. 
8 1 . I b i d . , pp.422, 438-444; T. U e b l e n , The U e s t e d I n t e r e s t s , 

p p.114-157; and T. U e b l e n , "Review o f J.A. Hobson's I m p e r i a l i s m , " 
r e p r i n t e d i n E s s a y s , Reviews and R e p o r t s , p p . 5 0 8 - 5 1 1 . 

82. T. U e b l e n , A b s e n t e e O w n e r s h i p , p.445; T. U e b l e n , "Review 
o f O.A. Hobson's I m p e r i a l i s m , " o p . c i f . , p p . 5 0 8 - 5 1 1 ; and T. U e b l e n , 
" O u t l i n e o f a P o l i c y f o r t h e C o n t r o l o f t h e Economic P e n e t r a t i o n 
o f Backward C o u n t r i e s , " i n Essays i n Our C h a n g i n g O r d e r , p p . 3 6 1 -
382 . 
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o f t h e c o n c e r n s t h e y c o n t r o l l e d . T h i s d e v e l o p m e n t V e b l e n saw 

as a r e s u l t o f b o t h t h e i n c r e a s i n g c o m p l e x i t y o f t e c h n o l o g y 
8 3 

and t h e i n c r e a s i n g c o m p l e x i t y o f f i n a n c i a l management. 

I n V e b l e n ' s e a r l i e r work t h e key f i g u r e i s t h e " c a p t a i n o f 

i n d u s t r y , " an e n t r e p r e n e u r who, w h i l e c o n c e n t r a t i n g on t h e 

b u s i n e s s a s p e c t o f h i s c o n c e r n s , had some k n o w l e d g e o f t h e 

t e c h n i c a l p r o c e s s e s i n v o l v e d , and was a c t i v e l y engaged i n t h e 

management o f h i s c o m p a n i e s . W i t h t h e a r r i v a l o f t h e f i n a n c i e r 

and t h e " c a p t a i n o f f i n a n c e , " o w n e r s h i p became " a b s e n t e e " i n 

t h e sense o f b e i n g c o m p l e t e l y removed f r o m t e c h n i c a l c ompetence 
84 

o r t e c h n i c a l management. Thus, " a b s e n t e e i s m " i n V e b l e n ' s 

sense does n o t n e c e s s a r i l y i m p l y absence f r o m f i n a n c i a l management 

o r c o n t r o l , b u t s i m p l y an absence f r o m t e c h n o l o g i c a l management 

o r e x p e r t i s e . The c a p t a i n s employ t e c h n i c a l e x p e r t s t o l o o k 

a f t e r t h e i n d u s t r i a l s i d e o f management, w i t h t h e r e s u l t t h a t : 
c a p t a i n s o f f i n a n c e , d r i v e n by an i n c r e a s i n g l y c l o s e 
a p p l i c a t i o n t o t h e a f f a i r s o f b u s i n e s s , have been 
g o i n g f a r t h e r o u t o f t o u c h w i t h t h e o r d i n a r y r e a l i t i e s 
o f p r o d u c t i v e i n d u s t r y , and...have a l s o c o n t i n u e d 
i n c r e a s i n g l y t o d i s t r u s t t h e t e c h n o l o g i c a l s p e c i a l i s t s 
whom t h e y do n o t u n d e r s t a n d , b u t whom t h e y can a l s o 
n o t g e t a l o n g w i t h o u t . 
A l t h o u g h t h e e n g i n e e r s o r t e c h n i c a l e x p e r t s a r e "as y e t " 

8 6 
q u i t e c o n t e n t t o s e r v e t h e i n t e r e s t s o f t h e a b s e n t e e o w n e r s , 

83. T. V e b l e n , The E n g i n e e r s and t h e P r i c e System, pp.33-34. 
84. I b i d . , pp.32-38, 156-157. A b s e n t e e i s m does n o t t h e r e 

f o r e c o n n o t e a s e p a r a t i o n between o w n e r s h i p and management as i s 
u s u a l l y u n d e r s t o o d . V e b l e n i s q u i t e c l e a r a b o u t h i s d e f i n i t i o n 
o f a b s e n t e e i s m and s t a t e s t h a t "an owner who i s employed i n t h e 
i n d u s t r i a l use o f a g i v e n p a r c e l o f p r o p e r t y owned by h i m , w i l l 
s t i l l ' be an ' a b s e n t e e owner,' w i t h i n t h e meaning o f t h e t e r m , i n 
case he i s n o t t h e o n l y p e r s o n h a b i t u a l l y e mployed i n i t s u s e . " 

85 . I b i d . , pp'.i63-64 
' 86. I b i d . , pp. 135-137 . 



l / e b l e n r a i s e s t h e p o s s i b i l i t y o f an " o v e r t u r n " i n v o l v i n g t h e 

a b d i c a t i o n o f t h e t e c h n i c a l l y i n c o m p e t e n t o w n e r s and t h e 

e s t a b l i s h m e n t o f a " s o v i e t o f t e c h n i c i a n s , " who- woul d o p e r a t e 

i n d u s t r y on a t e c h n i c a l r a t h e r t h a n a c o m m e r c i a l b a s i s , and 
87 

m a x i m i s e p r o d u c t i o n . 

l / e b l e n v a r i e d i n t h e e x t e n t t o w h i c h he t h o u g h t such an 

" o v e r t u r n " was a r e a l p o s s i b i l i t y . I n h i s e a r l i e r work he 

t e n d e d t o a more d e t e r m i n i s t i c p o s i t i o n w h i c h c l o s e l y l i n k e d 

t h e h a b i t s o f l i f e i mposed by t h e d i s c i p l i n e o f machine t e c h n o l o g y 

t o changes i n h a b i t s o f t h o u g h t w h i c h w o u l d l e a d t h e e n g i n e e r s 
8 8 

t o r e a l i s e t h e w a s t e f u l n e s s o f t h e s y s t e m and t o t a k e a c t i o n , 

87. I b i d . , pp.138-169. l / e b l e n ' s i d e a s on how a d e s i r a b l e 
economic s y s t e m w o u l d be o r g a n i s e d a r e e x t r e m e l y vague, so much so 
t h a t i t seems a l a r g e l y p o i n t l e s s e x e r c i s e t o a t t e m p t t o l a b e l 
h i s i d e a s " s o c i a l i s t , " " t e c h n o c r a t i c , " " e l i t i s t , " " a n a r c h i s t , " o r 
" s y n d i c a l i s t " as s e v e r a l a u t h o r s have done. E l e m e n t s o f a l l t h e s e 
p o s i t i o n s can be f o u n d i n l / e b l e n . For an o u t l i n e o f l / e b l e n ' s 
main i d e a s see e s p e c i a l l y T. l / e b l e n , The E n g i n e e r s and t h e P r i c e 
System, p a s s i m ; b u t s e v e r a l o f l / e b l e n ' s e s s a y s s h o u l d a l s o be 
c o n s i d e r e d , most n o t a b l y t h o s e r e p r i n t e d i n Essays i n Our C h a n g i n g 
O r d e r , such as t h e war e s s a y s "Farm L a b o r f o r t h e P e r i o d o f t h e 
War;" " M e n i a l S e r v a n t s D u r i n g t h e P e r i o d o f t h e War;" "The P a s s i n g 
o f N a t i o n a l F r o n t i e r s ; " "A P o l i c y o f R e c o n s t r u c t i o n ; " "Peace;" 
" B o l s h e v i s m I s a Menace--To Whom,;" and "Between B o l s h e v i s m and 
War." For v a r i o u s v i e w s o f U e b l e n ' s p o l i t i c a l p o s i t i o n see R. 
T i l m a n , " l / e b l e n ' s I d e a l P o l i t i c a l Economy and i t s C r i t i c s , " 
A m e r i c a n J o u r n a l o f Economics and S o c i o l o g y 31 ( 1 9 7 2 ) : 307-317; 
H.J. Hodder, "The P o l i t i c a l I d e a s o f T h o r s t e i n l / e b l e n , " C a n a d i a n 
J o u r n a l o f Economics and P o l i t i c a l S c i e n c e 22 ( 1 9 5 6 ) : 347-357; D. 
B e l l , " T h o r s t e i n V e b l e n and t h e New C l a s s , " The A m e r i c a n S c h o l a r 
32 ( 1 9 6 3 ) : 616-638; R. T i l m a n , " T h o r s t e i n l / e b l e n , I n c r e m e n t a l i s t 
and U t o p i a n , " The A m e r i c a n J o u r n a l o f Economics and S o c i o l o g y 32 
( 1 9 7 3 ) : 155-169; R . 1/. T e g g a r t , op . c i t . , p p.107-109; P.M. Sweezy, 
"The I n f l u e n c e o f M a r x i a n Economics on A m e r i c a n T h o u g h t , " o p . c i t . , 
p p.473-477; J.A. Hobson, l / e b l e n , pp.66-86; L.E. D o b r i a n s k y , op. c i t 
p.389; D. Riesman, -"The S o c i a l and P s y c h o l o g i c a l S e t t i n g o f l / e b l e n 
Economic T h e o r y , " o p . c i t . , p p . 4 4 9 - 4 6 1 ; P. M o r r i s o n , "The I d e o l o g y 
o f t h e E n g i n e e r s , " i n D. Dowd, ed., op. c i t . , pp.237-248. 

88. Compare t h e t r e a t m e n t g i v e n i n B u s i n e s s E n t e r p r i s e where 
V e b l e n t a l k s o f t h e " n a t u r a l decay o f b u s i n e s s e n t e r p r i s e , " and 
t h e l e s s d e t e r m i n i s t i c p o s i t i o n t a k e n i n The E n g i n e e r s and t h e 
P r i c e System, pp.133-137. 
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b u t i n h i s l a t e r work t h e " s o v i e t o f t e c h n i c i a n s " i s p r e s e n t e d 

o n l y as a p o s s i b i l i t y and i s u t i l i s e d more as a p o l e m i c a l 

d e v i c e . I n V e b l e n ' s l a s t m a j o r work, A b s e n t e e O w n e r s h i p , t h e r e 

i s no m e n t i o n o f a p o s s i b l e o v e r t u r n . 

N e v e r t h e l e s s , i t i s c l e a r t h a t V e b l e n t h o u g h t t h a t most 

economic p r o b l e m s c o u l d be s o l v e d i f o n l y t h e o p e r a t i o n o f 

i n d u s t r y c o u l d be f r e e d f r o m t h e power o f b u s i n e s s and b u s i n e s s 

p r i n c i p l e s ; i f o n l y h a b i t s o f t h o u g h t , and l e g a l p r i n c i p l e s 

c o u l d be a l t e r e d t o match t h e modern e r a . Economic p r o b l e m s 

were, t o V e b l e n , due t o t h e p r e v a l e n c e o f outmoded o r " i d i o t " 

i n s t i t u t i o n s . 

IV V e b l e n and I n s t i t u t i o n a l i s m . 

V e b l e n i s o f t e n r e g a r d e d as t h e f o u n d i n g f a t h e r o f i n s t i t u 

t i o n a l e c o n o m i c s and h i s work does have key i m p o r t a n c e i n t h e 

d e v e l o p m e n t o f t h e i n s t i t u t i o n a l i s t movement. Of p a r t i c u l a r 

i m p o r t a n c e i n t h i s r e s p e c t a r e h i s c r i t i c i s m o f c o n s p i c u o u s 

c o n s u m p t i o n as w a s t e f u l , h i s v i e w t h a t " s a l e s m a n s h i p " o n l y s e r v e s 

t o i n c r e a s e c o s t s f o r t h e consumer, h i s a n a l y s i s o f i n t a n g i b l e s 

and m o n o p o l y power as a p e r v a s i v e and i n t e g r a l p a r t o f t h e 

o p e r a t i o n o f t h e s y s t e m , and h i s d i c h o t o m y between b u s i n e s s o r 

p e c u n i a r y i n s t i t u t i o n s and i n d u s t r i a l o r p r o d u c t i v e r e q u i r e m e n t s . 

V e b l e n ' s e m p h a s i s on p r o f i t e x p e c t a t i o n s as a cause o f c y c l e s 

i n a c o m p e t i t i v e s y s t e m can a l s o be f o u n d i n t h e work o f l a t e r 
8 9 

w r i t e r s , and i t has been s u g g e s t e d t h a t V e b l e n ' s i d e a s c o n c e r n i n g 

t h e s e p a r a t i o n o f o w n e r s h i p f r o m t e c h n i c a l c ompetence and t h e 

employment o f t e c h n i c a l e x p e r t s i n some ways shows an a n t i c i p a t i o n 

89. See b e l o w c h a p t e r s 5 t o 9. 
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90 o f G a l b r a i t h ' s a n a l y s i s o f t h e " t e c h n o s t r u c t u r e . " On t h e 

o t h e r hand, U e b l e n ' s work c o n t a i n s a number o f d i f f i c u l t i e s , 
and l a t e r i n s t i t u t i o n a l i s t s d i d n o t a c c e p t U e b l e n ' s v i e w s on 
a l l i s s u e s . 

The most o b v i o u s o f t h e d i f f i c u l t i e s w i t h U e b l e n ' s work 

c o n c e r n s h i s use o f i n s t i n c t t h e o r y , h i s d o w n p l a y i n g o f t h e 

r o l e o f human w i l l and p u r p o s e , and h i s m e t h o d o l o g y . U e b l e n ' s 

d e f i n i t i o n o f i n s t i n c t s i s e n t i r e l y a r b i t r a r y , and i t p r o v i d e s 

a h i g h l y i d e a l i s t i c p i c t u r e o f man's b a s i c n a t u r e . U e b l e n ' s 

somewhat i d y l l i c v i e w o f savage s o c i e t y was based on c o n t e m p o r a r y 

s o u r c e s such as Morgan, b u t i n c r e a s i n g l y such v i e w s were 
91 

c h a l l e n g e d as was t h e whole n o t i o n o f i n s t i n c t i v e endowments. 

T h i s has p a r t i c u l a r i m p o r t a n c e i n U e b l e n ' s work as h i s " o b j e c t i v e " 

s t a n d a r d o f j u d g e m e n t , h i s e p i s t e m o l o g y , and much o f h i s c r i t i q u e 

o f c o n t e m p o r a r y i n s t i t u t i o n s r e s t s on t h i s i n s t i n c t t h e o r y . 

U e b l e n ' s v i e w o f e v o l u t i o n as a c a u s a l sequence o f 

h a b i t u a t i o n w h i c h i s n o t p u r p o s e f u l l y d i r e c t e d , and h i s v i e w 

o f s c i e n t i f i c k n o w l e d g e as " i d l e " and n o n - p r a g m a t i c s e v e r e l y 

9 0. See p a r t i c u l a r l y C.G. L e a t h e r s and J.C. Evans, o p . c i t • , 
p.425. I t s h o u l d be n o t e d t h a t L e a t h e r s and Evans t e n d t o u n d e r 
s t a t e t h e d i f f e r e n c e s between U e b l e n and G a l b r a i t h . G a l b r a i t h ' s 
t e c h n o s t r u c t u r e o p e r a t e s i n d e p e n d e n t l y o f owners and b a n k e r s b u t 
w i t h i n a c o m m e r c i a l s y s t e m . Such an a r r a n g e m e n t i s i n i m c a l t o 
U e b l e n ' s t h i n k i n g , who w o u l d have t h e e n g i n e e r s do away w i t h t h e 
b u s i n e s s s y s t e m . N e v e r t h e l e s s , U e b l e n was one o f t h e f i r s t w r i t e r s 
t o m e n t i o n t h e b u r e a u c r a t i s a t i o n o f b u s i n e s s management. 

9 1 . See f o r i n s t a n c e M c D o u g a l l , "The Use and Abuse o f I n s t i n c t s 
i n S o c i a l P s y c h o l o g y , " J o u r n a l o f A b n o r m a l P s y c h o l o g y and S o c i a l 
P s y c h o l o g y 16 ( 1 9 2 1 ) : 285-333; J . R . K a n t o r , "The P r o b l e m o f 
I n s t i n c t and i t s R e l a t i o n t o S o c i a l P s y c h o l o g y , " P u b l i c a t i o n s o f 
t h e A m e r i c a n S o c i o l o g i c a l S o c i e t y 21 ( 1 9 2 7 ) : 7 1 - 8 1 ; F. E l l s w o r t h , 
"Are I n s t i n c t s D a t a o r H y p o t h e s e s , " A m e r i c a n J o u r n a l o f S o c i o l o g y 
27 ( 1 9 2 1 ) : 184-196; L.L. B e r n a r d , "The M i s u s e o f I n s t i n c t s i n t h e 
S o c i a l S c i e n c e s , " P s y c h o l o g i c a l Review 28 ( 1 9 2 1 ) : 96-119; F.B. 
K a r p f , o p . c i t . , pp.318-413. 



r e d u c e s t h e r o l e o f human w i l l o r p u r p o s e , and p r o v i d e s l i t t l e 

o r no room f o r c o n s c i o u s e f f o r t s a t r e f o r m . Most o f t h o s e 

who were i n f l u e n c e d by U e b l e n were i n t e r e s t e d i n r e f o r m and, 

t h e r e f o r e , d e s i r e d t o g i v e human p u r p o s e a l a r g e r r o l e i n t h e 

d i r e c t i o n o f t h e s y s t e m . 

T h e r e a r e a l s o c o n s i d e r a b l e d i f f i c u l t i e s i n U e b l e n ' s 

m e t h o d o l o g y , p a r t i c u l a r l y i n h i s d e f i n i t i o n o f "modern s c i e n c e . " 

The d e f i n i t i o n l / e b l e n uses c o n c e r n s t h e absence o f t e l e o l o g i c a l 

p r e c o n c e p t i o n s and t h e use o f t h e n o t i o n o f c u m u l a t i v e c a u s a t i o n . 

W h i l e i t i s easy t o a g r e e w i t h U e b l e n ' s c r i t i c i s m o f t h o s e who 

w o u l d i m p u t e a p r o g r e s s i v e o r s p i r i t u a l t r e n d i n t o h i s t o r y i t s e l f , 

h i s c r i t i c i s m o f m a r g i n a l i s t d o c t r i n e i s much l e s s c o n v i n c i n g , 

p a r t i c u l a r l y g i v e n t h e i m p o r t a n c e U e b l e n h i m s e l f a t t a c h e d t o 

s e l f - i n t e r e s t e d b e h a v i o u r . I n d e e d , most o f U e b l e n ' s s u b s t a n t i v e 

a n a l y s i s o f consumer and b u s i n e s s b e h a v i o u r i s n o t i n c o m p a t i b l e 
92 

w i t h o r t h o d o x t e c h n i q u e s o f economic a n a l y s i s , and t h e o b s e r 

v a t i o n t h a t i n s t i t u t i o n a l g r o w t h i s an u n i n t e n d e d c o n s e q u e n c e 

h a r d l y j u s t i f i e s U e b l e n ' s c r i t i c i s m s o f t h o s e t e c h n i q u e s . The 

p r o v i s i o n o f a g e n e t i c " l i f e h i s t o r y " o f i n s t i t u t i o n s and h a b i t s 

f a i l s t o add t o t h e u n d e r s t a n d i n g o f p r e s e n t s t r u c t u r a l r e l a t i o n 

s h i p s . The o n l y c o n t r i b u t i o n o f t h e " g e n e t i c method" i s t o 

g i v e U e b l e n a s u p p o s e d l y " s c i e n t i f i c " b a s i s f o r h i s p o l e m i c a l 

a t t a c k s on " b u s i n e s s " i n s t i t u t i o n s , and h i s o c c a s i o n a l and 

u n t e s t a b l e p r o p h e c i e s c o n c e r n i n g t h e f u t u r e c o u r s e o f i n s t i t u t i o n a l 

c h a n ge. 

92. T h i s p o i n t i s r a i s e d by 3.A. Hobson, o p . c i t . , p p.36-50; 
see a l s o H. L e i b e h s t e i n , "Bandwagon, Snob, and U e b l e n E f f e c t s i n 
t h e T h e o r y o f Consumer Demand," Q u a r t e r l y J o u r n a l o f Economics 64 
( 1 9 5 0 ) : 183-207. 
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V e b l e n ' s t e s t f o r a t h e o r y i s t h a t i t be c a p a b l e o f 

d e a l i n g w i t h t h e r u n o f f a c t s o r e v e n t s w i t h o u t r e s o r t i n g t o 

t h e use o f t h e " n o r m a l c a s e " o r e x p l a n a t i o n s i n v o l v i n g " d i s t u r b i n g 

c a u s e s . " T h i s p o s i t i o n v i r t u a l l y d e n i e s a b s t r a c t i o n any u s e f u l 

r o l e , and i s u n d o u b t e d l y p a r t l y t o blame f o r t h e h i g h l y d e s c r i p t i v e 

a p p r o a c h t a k e n by many o f t h o s e i n f l u e n c e d by V e b l e n . 

Compounding t h e s e d i f f i c u l t i e s i s t h e f a c t t h a t , d e s p i t e 

h i s e m p i r i c i s m , V e b l e n ' s use o f e m p i r i c a l m a t e r i a l i s o f t e n ' 
93 

c a s u a l i n t h e e x t r e m e and co m p r o m i s e d by h i s p o l e m i c a l i n t e n t . 

A l t h o u g h V e b l e n ' s m e t h o d o l o g y was t o have some i n f l u e n c e among 

i n s t i t u t i o n a l i s t s i t was u s u a l l y m o d i f i e d i n some way o r o t h e r . 

I n s t i t u t i o n a l i s t s , t h e n , c a n n o t be r e g a r d e d as s i m p l y 

V e b l e n i a n s , as no l a t e r w r i t e r t o o k o v e r V e b l e n ' s i d e a s i n an 
94 

u n a l t e r e d f o r m . L a t e r i n s t i t u t i o n a l i s t s abandoned i n s t i n c t 

t h e o r y , were i n f l u e n c e d by t h e c a s e - s t u d y methods b e i n g d e v e l o p e d 

i n s o c i o l o g y , moved away f r o m a c o n c e r n w i t h h i s t o r i c a l s t a g e s 

o r o r i g i n s , and were d e e p l y i n f l u e n c e d by t h e work o f John Dewey ? 

who p r o v i d e d an a l t e r n a t i v e e p i s t e m o l o g i c a l f o u n d a t i o n based on 

a v e r s i o n o f b e h a v i o u r i s m t h a t was c o n s i s t e n t w i t h a v i e w o f 

t h e p r o c e s s o f h a b i t u a t i o n as more c r e a t i v e and p u r p o s e f u l . 

Dewey's p r a g m a t i s m has l i n k s w i t h V e b l e n ' s c o n c e p t o f w o r k m a n s h i p , 

b u t V e b l e n c a n n o t be a c c u r a t e l y d e s c r i b e d as a p r a g m a t i s t . 

V e b l e n ' s v i e w o f s y s t e m a t i c k n o w l e d g e as i d l e and h i s e m p h a s i s 

on b l i n d c a u s a l sequence a r e c o m p l e t e l y opposed t o t h e p r a g m a t i c 

93. L.E. D o b r i a n s k y , o p . c i t . , pp.25-69, 216-288. 
94. Fl. L e r n e r , "What i s U s a b l e i n V e b l e n , " The New R e p u b l i c 

83 ( 1 9 3 5 ) : 7-10; W.C. M i t c h e l l , e d . , What V e b l e n T a u g h t (New YoTk, 
1 9 3 6 ) , p p . v i i - x l i x ; 3. D d r f m a n , The Economic Mind i n A m e r i c a n 
C i v i l i z a t i o n , 4: 43 4-455; A. G r u c h y , Modern Economic T h o u g h t , pp.123 
1 3 1 ; D. Dowd, T h o r s t e i n V e b l e n , pp.131-158; C.E. A y r e s , "The Legacy 
o f T h o r s t e i n V e b l e n " i n I n s t i t u t i o n a l E c o n o m i c s , pp.45-67; J. 
Do r f m a n , "The Source and I m p a c t o f V e b l e n , " o p . c i t . , pp.6-12. 



p a i n t a f v i e w . 

For Dewey k n o w l e d g e was p r o b l e m - c e n t r e d and i n s t r u m e n t a l 

i n n a t u r e . He. warned a g a i n s t t h e " i s o l a t i o n o f i n t e l l e c t u a l 

a c t i v i t y f r o m t h e o r d i n a r y a f f a i r s o f l i f e , " and s o u g h t t o 
9 6 

m a i n t a i n t h e " p r a c t i c a l and m o r a l b e a r i n g " o f such a c t i v i t y . 

I t i s t h e demand f o r a " s o l u t i o n o f a p e r p l e x i t y " t h a t i s t h e 

" s t e a d y i n g and g u i d i n g f a c t o r i n t h e e n t i r e p r o c e s s o f r e f l e c t i o n . " 

Dewey c h a r a c t e r i s e d s c i e n t i f i c k n o w l e d g e as b e i n g b u i l t 

up t h r o u g h f i v e s t e p s . The f i r s t s t e p i s a " f e l t d i f f i c u l t y " 

o r a p r o b l e m r e q u i r i n g s o l u t i o n . T h i s i s f o l l o w e d by, o r com

b i n e d w i t h , a second s t e p , t h a t o f o b s e r v a t i o n d e s i g n e d t o 

l o c a t e and d e f i n e t h e d i f f i c u l t y . The t h i r d s t e p i s t h e 

s u g g e s t i o n o f a p o s s i b l e h y p o t h e s i s or s o l u t i o n . The f o u r t h , 

t h e " d e v e l o p m e n t by r e a s o n i n g o f t h e b e a r i n g s o f t h e s u g g e s t i o n 

o r h y p o t h e s i s , " a n d t h e f i f t h s t e p i s t h e t e s t i n g o f t h e h y p o t h e s i s 
9 8 

by " f u r t h e r o b s e r v a t i o n and e x p e r i m e n t . " 
The f i r s t t h r e e s t e p s Dewey saw as a p r o c e s s o f i n d u c t i o n , 

99 

w h i l e he saw t h e l a t t e r two as d e d u c t i o n . I t must, however, 

be n o t e d t h a t i n t h e case o f s o c i a l s c i e n c e t h e commitment t o 

" e x p e r i m e n t a l ! s m " meant l i t t l e more t h a n t h e n o t i o n t h a t i d e a s 

s h o u l d be " t r i e d o u t " i n o r d e r t o o b s e r v e t h e c o n s e q u e n c e s . A 

p r o c e s s o f " t r i a l and e r r o r " o r " i n t e l l i g e n t i m p r o v i s a t i o n . " ' " ^ 

95. S. P e r s o n s , A m e r i c a n M i n d s , pp.360-362; J. D o r f m a n , The 
Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 4: 124-164; R.E.L. F a r i s , 
C h i c a g o S o c i o l o g y 1920-1932 (San F r a n c i s c o , 1 9 6 7 ) . T h e r e has been 
some d e b a t e on how p r a g m a t i c l / e b l e n was. See p a r t i c u l a r l y S.M. 
D a u g e r t , op. c i t . , and A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " 
pp .168-194. 

96. 3. Dewey, How We T h i n k ( C h i c a g o , 1 9 1 0 ) , p p . 5 0 - 5 1 . 
97 . I b i d . , p . 1 1 . 

' 98. I b i d . , p.72. 
99. I b i d • , pp.82-83. 
100. J. Dewey, Freedom and C u l t u r e (New Y o r k , 1 9 3 9 ) , p.65. 
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The e m p h a s i s i s h e a v i l y on o b s e r v a t i o n and a p p l i c a t i o n . 

Dewey's work has p a r t i c u l a r i m p o r t a n c e f o r i n s t i t u t i o n a l i s m 

i n i t s t e n d e n c y t o b l u r t h e d i s t i n c t i o n s b e t w e e n p u r e and 

a p p l i e d k n o w l e d g e , means and ends, and bet w e e n t h e p o s i t i v e and 

t h e n o r m a t i v e . Dewey e x p l i c i t l y l i n k s t h e " s c i e n t i f i c method 

o f e x p e r i m e n t a t i o n " w i t h " f a i t h i n p r o g r e s s t h r o u g h t h e i n t e l l i g e n t 
1 01 

r e g u l a t i o n o f e x i s t i n g c o n d i t i o n s . " I n s t i t u t i o n a l i s t s s i n c e 

U e b l e n f o l l o w t h i s l i n e o f t h o u g h t and r e g a r d e c o n o m i c s as 

h a v i n g t h e t a s k s o f n o t o n l y u n d e r s t a n d i n g t h e w o r k i n g s o f t h e 

s y s t e m , b u t a l s o o f u n d e r s t a n d i n g i t s w o r k i n g i n r e l a t i o n t o 

p e r c e i v e d p r o b l e m s , and o f s u g g e s t i n g r e f o r m s . The p r o b l e m h e r e 

i s how " p r o g r e s s " i s t o be d e f i n e d and what c r i t e r i a s h o u l d be 

used i n d e c i d i n g what r e f o r m s a r e d e s i r a b l e . 

I t i s a t t h i s p o i n t t h a t t h e r e i s a t e n d e n c y t o s l i p i n t o 

t h e use o f some u l t i m a t e t h a t seems t o be "good." I n d e e d , 

Dewey h i m s e l f t e n d s t o do t h e same, b u t h i s p o s i t i o n d e s e r v e s 

c l o s e e x a m i n a t i o n . Dewey s t a r t s f r o m t h e p o s i t i o n t h a t s c i e n c e 

and e t h i c a l j u d g e m e n t s c a n n o t be s e p a r a t e d . What i s good i s what 

" p r o m o t e s , f u r t h e r s , a s s i s t s , a c o u r s e o f a c t i v i t y , " and what 

i s r i g h t i s " i n h e r e n t l y c o n n e c t e d w i t h t h a t w h i c h i s needed, 
102 

r e q u i r e d , i n t h e m a i n t e n a n c e o f a c o u r s e o f a c t i o n . " T h i s i s 

t o say t h a t i f i n t e l l i g e n c e and s c i e n c e can d e t e r m i n e what i s 

needed o r r e q u i r e d t o overcome a d i f f i c u l t y o r p r o b l e m , t h e n 

t h a t c o u r s e o f a c t i o n i s r i g h t and good. S c i e n c e and v a l u e s 

a r e u n i t e d i n t h e a c t i o n s t a k e n t o overcome p r o b l e m s , and 

1 0 1 . J. Dewey, How We T h i n k , p.154. 
102. C. W r i g h t M i l l s , S o c i o l o g y and P r a g m a t i s m , p.404. 
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p r o g r e s s i s t h e c o n t i n u e d s o l u t i o n o f p r o b l e m s as t h e y o c c u r 

by t h e a p p l i c a t i o n o f s c i e n c e and i n t e l l i g e n c e . I n t h i s manner 

i n q u i r y , i n t e l l i g e n c e , s c i e n c e , and t h e d e v e l o p m e n t o f new 
103 

i n s t r u m e n t s a r e , i n f a c t , Dewey's c e n t r a l v a l u e s . 

T h e r e i s one o b v i o u s d i f f i c u l t y w i t h t h i s l i n e o f t h i n k i n g 

w h i c h i s t h a t i t assumes t h a t s o c i a l a n t a g o n i s m s , and c o n f l i c t s 

o f i n t e r e s t can be overcome t h r o u g h i n t e l l i g e n t i n v e s t i g a t i o n , 

and t h a t a c o n s e n s u s can a l w a y s be r e a c h e d as t o what i s a 

p r o b l e m and what i s a " r e a s o n a b l e " c o u r s e o f a c t i o n . Dewey 

a r g u e s t h a t s uch a c o n s e n s u s can be r e a c h e d t h r o u g h t h e advance 

o f k n o w l e d g e , t h e e x e r c i s e o f i n t e l l i g e n c e , and t h r o u g h s o c i a l 

i n t e r a c t i o n , c o m m u n i c a t i o n , and democracy. Under democracy t h e 

s t a t e , a c c o r d i n g t o Dewey, i s n o t s i m p l y an i n s t r u m e n t b u t a l s o 

an o r g a n i s a t i o n o f t h e p u b l i c . ""^ I n t h i s way .the p r a g m a t i c -

i n s t r u m e n t a l t h e o r y o f v a l u e as d e v e l o p e d by Dewey a t t e m p t s t o 

r e c o n c i l e what i s t e c h n i c a l l y o r i n s t r u m e n t a l l y r e q u i r e d w i t h 

what i s g e n e r a l l y a c c e p t a b l e . 

P o s t - V e b l e n i a n i n s t i t u t i o n a l i s t w r i t i n g s a r e h e a v i l y i m 

p r e g n a t e d w i t h Dewey's t h o u g h t . To be s u r e , d i f f e r e n t w r i t e r s 

have s t r e s s e d d i f f e r e n t a s p e c t s o f t h i s d o c t r i n e , b u t i t i s 

i m p o r t a n t t o n o t e t h a t Dewey's i n f l u e n c e does p r o v i d e some o f 

t h e key d i f f e r e n c e s between i n s t i t u t i o n a l i s t and o r t h o d o x 

economic t h i n k i n g , most p a r t i c u l a r l y i n t h e i n s t i t u t i o n a l i s t 

e m p hasis on t h e i n v e s t i g a t i o n o f p r o b l e m s , p r a g m a t i c r e f o r m , 

e x p e r i m e n t a t i o n , and t h e u n i f y i n g o f t h o u g h t and a c t i o n , means 

and ends, and s c i e n c e and v a l u e s . I n s t i t u t i o n a l i s m i s a 

103. I b i d . , p.409. 
104. I b i d . , p . 4 4 1 . 
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c o m b i n a t i o n o f t h e t h o u g h t o f l / e b l e n , Dewey, and, i n some 

c a s e s , e l e m e n t s t a k e n f r o m w r i t e r s such as E l y , Adams, and 

P a t t e n . 

One o t h e r a r e a where V e b l e n had a s t r o n g i n f l u e n c e was i n 

t h e movement known as The T e c h n i c a l A l l i a n c e and l a t e r as Tech

n o c r a c y . The p r i n c i p l e l e a d e r o f t h i s movement was Howard 

S c o t t , w h i l e o t h e r s such as S. Chase p u r s u e d s i m i l a r l i n e s o f 

a r g u m e n t . The T e c h n o c r a t s made c o n s i d e r a b l e use o f V e b l e n ' s 

i d e a s on t h e p r e v a l e n c e o f waste and t h e i n e f f i c i e n c y o f b u s i n e s s . 

V e b l e n h i m s e l f was a l s o m a r g i n a l l y a s s o c i a t e d w i t h t h e movement 

i n i t s e a r l y y e a r s . A l t h o u g h V e b l e n ' s a s s o c i a t i o n w i t h t h e 

movement was s l i g h t i t was V e b l e n who "soon t o o k t h e c e n t e r o f 

t h e s t a g e " i n t h e v a r i o u s a r t i c l e s t h a t a p p e a r e d a b o u t t h e 
105 

movement. V e b l e n ' s The E n g i n e e r s and t h e P r i c e System has 

been seen as t h e t h e o r e t i c a l f o u n d a t i o n o f T e c h n o c r a c y , a l t h o u g h 

some members o f t h e movement a r g u e d t h a t t h e l i n e o f i n f l u e n c e 

r a n f r o m Howard S c o t t t o V e b l e n . Whatever t h e m e r i t s o f t h i s 

a r g u m ent i t i s c l e a r t h a t t h e m a j o r w r i t e r s o f t h e T e c h n o c r a c y 

movement u t i l i s e d V e b l e n ' s work, a l t h o u g h S c o t t ' s s t a n d a r d 

o f e f f i c i e n c y was drawn i n t e r m s o f e n e r g y and t o t h a t e x t e n t 
106 

was n o t i c e a b l y d i f f e r e n t f r o m V e b l e n ' s . The t e c h n o c r a t s and 

t h o s e who t h o u g h t i n a s i m i l a r manner were a l s o i n f l u e n c e d by 

T a y l o r ' s work on " s c i e n t i f i c management." They f e l t t h a t t h e 

105. 0. D o r f m a n , T h o r s t e i n V e b l e n and H i s A m e r i c a , pp.459-462, 
510-514; 3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
4: 59-64, 5: 647-649; 3. D o r f m a n , "New L i g h t on V e b l e n , " i n T. 
V e b l e n , E s s a y s , Reviews and R e p o r t s , pp.154-170. 

106. See 3. D o r f m a n , T h o r s t e i n V e b l e n and H i s A m e r i c a , p.512. 
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use o f t h e b e s t t e c h n o l o g i e s and t e c h n i q u e s , and t h e e l i m i n a t i o n 

o f w a s t e , t o g e t h e r w i t h an o v e r a l l p l a n c o - o r d i n a t i n g o u t p u t s 
107 

t o r e q u i r e m e n t s w o u l d r e s u l t i n l a r g e i n c r e a s e s i n o u t p u t . 
The T e c h n o c r a t i c movement f o u n d a s t r o n g f o o t h o l d i n t h e 

108 

D e p a r t m e n t o f E n g i n e e r i n g a t C o l u m b i a U n i v e r s i t y , and i t i s 

i n t e r e s t i n g t o n o t e t h e T e c h n o c r a t i c e l e m e n t s and emphasis on 

s c i e n t i f i c management t h a t a r e e v i d e n t i n t h e w r i t i n g s o f such 
1 09 

i n s t i t u t i o n a l i s t s as R.G. T u g w e l l . T u g w e l l , o f c o u r s e , was 

i n f l u e n c e d by b o t h l / e b l e n and P a t t e n , and i t i s easy t o r e l a t e 

t h e T e c h n o c r a t i c v i e w t o a c o m b i n a t i o n o f t h e work o f t h e s e two 

men. P a t t e n ' s e m p h a s i s on p o t e n t i a l a bundance, w h i c h U e b l e n 

n e v e r made e x p l i c i t , c o m b ined w i t h U e b l e n ' s e m p h a s i s on t h e 

d i c h o t o m y b e t w e e n b u s i n e s s and i n d u s t r y . 

S. Chases's b o o k s , The Economy o f Abundance and The T r a g e d y 

o f Waste, a r e a r g u m e n t s a g a i n s t t h e o v e r c o n s u m p t i o n o f t h e 

w e a l t h y , t h e w a s t e s i n v o l v e d i n a d v e r t i s i n g , p o o r d i s t r i b u t i o n 

m e t h o d s , i d l e manpower, t h e was i n v o l v e d i n p r o d u c t i o n due t o 

bad t e c h n i c a l m e t h o d s , l a c k o f r e s e a r c h , l a c k o f s t a n d a r d i s a t i o n , 

and t h e m o n o p o l i s a t i o n o f i n d u s t r y by c o n c e r n s s e e k i n g t o 

m a x i m i s e p r o f i t r a t h e r t h a n match o u t p u t t o r e q u i r e m e n t s . A l s o 

c r i t i c i s e d a r e t h e w a s t e f u l e x t r a c t i o n methods and u t i l i s a t i o n 

o f v i r t u a l l y a l l n a t u r a l r e s o u r c e s . Chase a r g u e d t h a t an " I n d u s t r i a l 

G e n e r a l S t a f f " w o u l d b e t t e r h a n d l e t h e s y s t e m o f p r o d u c t i o n and 

107. I b i d . , pp.510-513; and H. S c o t t e t a l . , I n t r o d u c t i o n 
t o T e c h n o c r a c y (New Y o r k , 1 9 3 3 ) ; A. Raymond, What i s T e c h n o c r a c y ? 
TNew York, 1 9 3 3 ) . 

108. 3. D o r f m a n , T h o r s t e i n U e b l e n and H i s A m e r i c a , p.513. 
109. 3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 

5: 509; A. G r u c h y , Modern Economic T h o u g h t , pp.436-452. 
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d i s t r i b u t i o n g i v i n g r i s e t o c o n s i d e r a b l e i n c r e a s e s i n o u t p u t . 

He a s s e r t s t h a t : 

. . . i t a l m o s t seems as t h o u g h t h e r e were a r e l e n t l e s s 
l a w a t work w h i c h , w i t h e v e r y g a i n i n i n v e n t i o n , 
e v e r y i m p r o v e m e n t i n t e c h n i q u e , t h r e w o f f a s t r e a m o f 
p a r a s i t e s t o e a t up t h e s l a c k , and l e a v e us where 
we were...The h o r n o f p l e n t y i s o v e r f l o w i n g , b u t a 
dead hand r e a c h e s up t o s e a l i t s mouth, and t h e f r u i t s 
f a l l as s l o w l y as b e f o r e . . . T h e e l i m i n a t i o n o f waste 
i s i m p o r t a n t . . . n o t s o l e l y because i t a l l o w s a f l o w o f 
more r o a s t b e e f , more b a t h r o o m s , and more b o o t s . I t 
i s i m p o r t a n t because i t h o l d s o u t t h e p r o m i s e o f g i v i n g 
t h e s p i r i t o f man a chance t o f o r g e t r o a s t b e e f and 
b a t h r o o m s and b o o t s , and t o d e v e l o p w h a t e v e r c r e a t i v e 
i m p u l s e s l i e w i t h i n . . . S o f a r as we see t h e a b a t e m e n t 
o f w a s t e , i t l i e s w i t h t h e man o f s c i e n c e — t h e s o c i a l 
s c i e n t i s t , t h e e n g i n e e r . ^ ^ ^ 

A g a i n , t h i s a p p e a r s as a c o m b i n a t i o n o f V e b l e n i a n a n a l y s i s w i t h 

a v i e w o f t h e f u t u r e more c l o s e l y a l i g n e d w i t h P a t t e n ' s . T h i s 

c o m b i n a t i o n o f i d e a s ;. an o u t r i g h t l y o p t i m i s t i c b e l i e f i n t h e 

power o f s c i e n c e and s c i e n t i s t s t o a l t e r t h e c o u r s e o f e v e n t s , 

and an. e m p h a s i s on t h e V e b l e n i a n i d e a s o f w aste and l a c k o f 

" s e r v i c e a b i l i t y " i s t y p i c a l o f t h e r e s u l t o f V e b l e n ' s i n f l u e n c e . 

The c o m p l e x i t i e s o f h i s t h o u g h t were by and l a r g e f o r g o t t e n o r 

d o w n p l a y e d , h i s m a j o r i m p a c t b e i n g t h r o u g h h i s a n a l y s i s o f 

b u s i n e s s and i t s o p p o s i t i o n t o i n d u s t r i a l s e r v i c e a b i l i t y . 

E l s e w h e r e i n t h e a c a d e m i c w o r l d V e b l e n ' s i n f l u e n c e was 

s t r i c t l y l i m i t e d . E x c e p t f o r t h e o c c a s i o n a l p i e c e w r i t t e n on 
111 

" V e b l e n e f f e c t s " i n c o n s u m p t i o n b e h a v i o u r V e b l e n ' s work seems 

t o have had a s m a l l l o n g t e r m i m p a c t on t h e m a i n s t r e a m o f 

e c o n o m i c s w h i c h t o o k i n c r e a s i n g l y t o m a r g i n a l i s m , and, i n t h e 

110. S. Chase, The T r a g e d y o f Waste (New Y o r k , 1 9 2 9 ) , pp.275-
279 . 

1 1 1 . H. L e i b e n s t e i n , o p . c i t . Some a u t h o r s have made much 
g r e a t e r c l a i m s c o n c e r n i n g V e b l e n ' s i n f l u e n c e o r t h e e x t e n t t o 
w h i c h he " a n t i c i p a t e d " l a t e r w r i t e r s . Such c l a i m s have t o be 
t r e a t e d w i t h c o n s i d e r a b l e c a u t i o n . See f o r i n s t a n c e R. V i n i n g 
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l a t e r 1930's, t o K e y n e s i a n i s m . V e b l e n d i d , houjever, e x t e n d 
112 some i n f l u e n c e o v e r such u n o r t h o d o x e c o n o m i s t s as J.A. Hobson. 

" S u g g e s t i o n s o f Keynes i n t h e W r i t i n g s o f l / e b l e n , " J o u r n a l o f 
P o l i t i c a l Economy 47 ( 1 9 3 9 ) : 692-704; C.G. L e a t h e r s and D.C. Evans 
o p . c i t . 

112. See J.A. .Hobson, "The Economics o f T h o r s t e i n l / e b l e n , " 
P o l i t i c a l S c i e n c e Q u a r t e r l y 52 ( 1 9 3 7 ) : 139-144. 



CHAPTER 5 

WALTON HAMILTON AND THE 

FORMATION OF THE INSTITUTIONALIST 

CONCEPT 

W a l t o n H a m i l t o n has c o n s i d e r a b l e i m p o r t a n c e i n t h e h i s t o r y 

o f i n s t i t u t i o n a l i s m . He i n t r o d u c e d t h e t e r m " i n s t i t u t i o n a l 

e c o n o m i c s " i n t o t h e l i t e r a t u r e i n 1919, he was p a r t o f a g r o u p 

o f e c o n o m i s t s a t M i c h i g a n and l a t e r a t Amherst who d i d much t o 

f o r w a r d t h e i n s t i t u t i o n a l i d e a , he had c o n t a c t s w i t h W. M i t c h e l l , 

t a u g h t C.E. A y r e s , worked w i t h t h e War I n d u s t r i e s Board d u r i n g 

t h e F i r s t W o r l d War, and was i n v o l v e d i n t h e New D e a l i n t h e 

1930's. 1 

H a m i l t o n ' s work was a l s o among t h e f i r s t t o show t h a t 

c o m b i n a t i o n o f i d e a s t a k e n f r o m Weblen, Dewey, and t h e new s c h o o l , 

t h a t i s c h a r a c t e r i s t i c o f so many i n s t i t u t i o n a l i s t s . H a m i l t o n 

was a p u p i l o f Adams' and i n H a m i l t o n ' s work Adams' • c o n c e r n w i t h 

law i s b l e n d e d w i t h l / e b l e n ' s i d e a o f a " g e n e t i c " e c o n o m i c s , 

based on a p s y c h o l o g y o f h a b i t u a t i o n , and Dewey's p r o b l e m c e n t r e d 

1 . J. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
5: 401-403, 425-438; J. Do r f m a n , " W a l t o n H a m i l t o n and I n d u s t r i a l 
P o l i c y , " e d i t o r ' s i n t r o d u c t i o n t o W.H. H a m i l t o n , I n d u s t r i a l P o l i c y 
and I n s t i t u t i o n a l i s m ( C l i f t o n , 1 9 7 4 ) , pp.5-28; W.H. H a m i l t o n , 
"The I n s t i t u t i o n a l A p p r o a c h t o Economic T h e o r y , " i n I n d u s t r i a l 
P o l i c y and I n s t i t u t i o n a l i s m , pp.187-198. 
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m e t h o d o l o g y and r e f o r m i s m . 

I H a m i l t o n and t h e I n s t i t u t i o n a l i s t C o n c e p t . 

H a m i l t o n ' s v i e w s on t h e c o r r e c t a p p r o a c h t o e c o n o m i c s were 

s e t o u t i n a s e r i e s o f a r t i c l e s i n t h e J o u r n a l o f P o l i t i c a l 

Economy between 1915 and 1918, and i n h i s 1919 p a p e r w h i c h was 
2 

e n t i t l e d "The I n s t i t u t i o n a l A p p r o a c h t o Economic T h e o r y . " I n 

t h e s e a r t i c l e s t h e i n f l u e n c e o f w r i t e r s such as l / e b l e n , C.H. 

C o o l e y , H.C. Adams, R.E. H o x i e , 3. Dewey, and J.A. Hobsan i s 

q u i t e e v i d e n t , a l t h o u g h H a m i l t o n had a l s o r e c e i v e d a t h o r o u g h 

t r a i n i n g i n t h e n e o - c l a s s i c a l t r a d i t i o n . 

H a m i l t o n ' s b a s i c p r e c o n c e p t i o n s were t h a t economic t h e o r y 

s h o u l d aim a t p r o v i d i n g a " g e n e r a l i z e d d e s c r i p t i o n o f t h e economic 

o r d e r , " and t h a t i t s h o u l d be " r e l e v a n t t o t h e p r o b l e m o f c o n t r o l . " 

To H a m i l t o n t h e s e g o a l s were l i n k e d i n t h a t he f e l t t h a t t h e 

d e s i r a b l e t y p e o f economic t h e o r y w o u l d grow o u t o f t h e a t t e m p t 

t o b u i l d an e c o n o m i c s r e l e v a n t t o c o n t e m p o r a r y p r o b l e m s . 

H a m i l t o n p r a i s e d t h e work o f Adam S m i t h f o r p o s s e s s i n g b o t h 

t h e s e q u a l i t i e s , as S m i t h : 
t r e a t s o f such s u b j e c t s as t h e d e v e l o p m e n t o f t e c h n i q u e , 
t h e f o r m o f b u s i n e s s o r g a n i s a t i o n , t h e f u n c t i o n o f 
money i n f u r t h e r i n g what we now c a l l i n d u s t r i a l i s m , t h e 

2. These a r t i c l e s , "Economic T h e o r y and ' S o c i a l R e f o r m ' ; " 
"The D e v e l o p m e n t o f H o x i e ' s E c o n o m i c s ; " "The P r i c e System and 
S o c i a l P o l i c y ; " "The P l a c e o f V a l u e T h e o r y i n E c o n o m i c s , P a r t s I and 
I I ; " and "The I n s t i t u t i o n a l A p p r o a c h t o Economic T h e o r y ; " a r e a l l 
r e p r i n t e d i n I n d u s t r i a l P o l i c y and I n s t i t u t i o n a l i s m . A l s o o f 
i n t e r e s t i s an a r t i c l e w r i t t e n a b o u t t h e same t i m e , "An A p p r a i s a l 
o f C l a y ' s E c o n o m i c s , " J o u r n a l o f P o l i t i c a l Economy 27 ( 1 9 1 9 ) : 300-
309; see a l s o " C h a r l e s H o r t o n C o o l e y , " S o c i a l f o r c e s 8 ( 1 9 2 9 / 3 0 ) : 
1 83-187; " U e b l e n - - T h e n and Now" i n D. Dowd, ed., T h o r s t e i n l i e b l e n : 
A R e a p p r a i s a l , pp.14-23. 

3. W.H. . H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " op. c i t . , pp.189-192; and W.H. H a m i l t o n , "An A p p r a i s a l o f 
C l a y ' s E c o n o m i c s , " o p . c i t . , pp.300-305. 
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a p p r a i s a l s o f a g r i c u l t u r e by many p e o p l e s , t h e 
i n f l u e n c e o f u r b a n d e v e l o p m e n t upon r u r a l w e l f a r e , 
t h e m a i n t e n a n c e o f j u s t i c e , t h e n a t u r e o f monopoly, 
and t h e c h a r a c t e r and f u n c t i o n s o f war. These 
t h i n g s a r e n o t d e a l t w i t h i n i s o l a t i o n ; t h e y a r e 
one and a l l r e l a t e d t o a c o h e r e n t economic i n q u i r y 
i n t o t h e m a t e r i a l w e l l b e i n g o f t h e p e o p l e o f a 
n a t i o n . They a r e a l l a s p e c t s o f an "economic t h e o r y " 
i n w h i c h d i a l e c t i c a l d i s c u s s i o n s o f t h e n a t u r e and 
m a n i f e s t a t i o n s o f v a l u e a r e q u i t e i n c i d e n t a l t o a 
l a r g e r c o n c e r n w i t h t h e i n s t i t u t i o n a l b a s i s o f 
n a t i o n a l w e a l t h . ^ 

A c c o r d i n g t o H a m i l t o n , e c o n o m i c s had d e v e l o p e d i n t h e 

d i r e c t i o n o f an i n c r e a s i n g c o n c e r n w i t h l o g i c a l e x a c t n e s s and 

t h e t e c h n i c a l p r o b l e m s o f v a l u e t h e o r y , and away f r o m a c o n c e r n 

w i t h a c t u a l economic p r o b l e m s and t h e w i d e r i n s t i t u t i o n a l 

s e t t i n g . H a m i l t o n a r g u e d t h a t t h i s t e n d e n c y had r e s u l t e d i n 

economic t h e o r y b ecoming n o t h i n g more t h a n " v a l u e t h e o r y , " w i t h 

a r e s u l t i n g s e p a r a t i o n between t h e t h e o r y and t h e f i e l d s o f 

l a b o u r e c o n o m i c s , t r a n s p o r t e c o n o m i c s , p u b l i c f i n a n c e , b u s i n e s s 

o r g a n i s a t i o n , and t h e l i k e . Thus, t h e s t u d y o f economic p r o b l e m s 

had become d i v o r c e d f r o m t h e p u r e t h e o r y . " ' 

From t h i s H a m i l t o n went on t o m a i n t a i n t h a t a n y t h i n g t h a t 

c o u l d p r o p e r l y be " d i g n i f i e d " w i t h t h e name o f economic t h e o r y 

c o u l d n o t c o n s i s t e n t i r e l y o f " f o r m u l a s e x p l a i n i n g t h e p r o c e s s e s 

t h r o u g h w h i c h p r i c e s emerge i n a m a r k e t . " ^ I n o r d e r t h a t 

economic t h e o r y , as a g e n e r a l i s e d d e s c r i p t i o n o f t h e economic 

o r d e r , be d e v e l o p e d , t h e s u b j e c t 

must go beyond s a l e and p u r c h a s e t o t h e p e c u l a r i t i e s 

4. W. H . H a m i l t o n , "The P l a c e o f V a l u e T h e o r y i n E c o n o m i c s , 
o p . c i t . , pp . 137-139. 

T h e o r y i n E c o n o m i c s , 

5 . W. H . H a m i l t o n , "The P l a c e o f V a l u e T h e o r y i n E c o n o m i c s , 
o p . c i t . , PP.- 152-155; and "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " op . c i t . , pp.188 -189. 

A p p r o a c h t o Economic 

6 . W. H . H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " op . c i t . , p.189 . 

A p p r o a c h t o Economic 



1 6 1 . 

o f t h e economic s y s t e m w h i c h a l l o w s t h e s e t h i n g s 
t o t a k e p l a c e upon p a r t i c u l a r t e r m s and n o t upon 
o t h e r s . I t c a n n o t s t o p s h o r t o f a s t u d y o f t h e 
c o n v e n t i o n s , c u s t o m s , h a b i t s o f t h i n k i n g and modes 
o f d o i n g w h i c h make up t h e scheme o f a r r a n g e m e n t s 
w h i c h we c a l l t h e economic order.,-, 

Such a t h e o r y , a c c o r d i n g t o H a m i l t o n , c o u l d u n i f y t h e s u b j e c t , 

l i n k i n g t h e a r e a s o f s p e c i a l s t u d y and o f c u r r e n t economic 

p r o b l e m s i n t o a g e n e r a l t h e o r e t i c a l f r a m e w o r k . T h i s t h e o r y 

w o u l d t h u s be b o t h more g e n e r a l , and more r e l e v a n t , t h a n t h e 
Q 

" v a l u e t h e o r y " o f n e o - c l a s s i c a l e c o n o m i c s . 

H a m i l t o n ' s c o n c e r n w i t h t h e i n s t i t u t i o n a l s e t t i n g , c u s t o m s , 

and h a b i t s o f t h o u g h t and a c t i o n l e d him t o see t h i s g e n e r a l 

t h e o r y as one t h a t was " c o n c e r n e d w i t h m a t t e r s o f p r o c e s s " and 
9 

"based on an a c c e p t a b l e t h e o r y o f human b e h a v i o u r . " The i d e a 

o f p r o c e s s was r e q u i r e d due t o t h e c h a n g e a b l e n a t u r e o f t h e 

i n s t i t u t i o n a l f r a m w o r k . Thus: 
We need c o n s t a n t l y t o remember t h a t i n s t u d y i n g 
t h e o r g a n i s a t i o n o f e conomic a c t i v i t y i n g e n e r a l 
as w e l l as i n p a r t i c u l a r , we a r e d e a l i n g w i t h a 
u n i f i e d whole w h i c h i s i n p r o c e s s o f d e v e l o p m e n t . . . 
The economic s y s t e m , w h i c h i s so b a f f l i n g and un
i n t e l l i g i b l e t o us, i s n o t so much an i n t e r e s t i n g 
g r o u p o f r e a l t h i n g s as a c u r i o u s s t r e a m o f t e n d e n c i e s . ^ 

An " a c c e p t a b l e p s y c h o l o g y " was a l s o - r e q u i r e d by t h e e m p h a s i s 

on i n s t i t u t i o n s as H a m i l t o n v i e w e d i n s t i t u t i o n s i n a s i m i l a r 

way t o V e b l e n ; as h a b i t u a l and c o n v e n t i o n a l modes o f 

t h i n k i n g and a c t i n g . A c t i o n i n H a m i l t o n ' s v i e w was n o t so much 

7. I b i d . , pp.189-190. 
8. I b i d . , pp.190-192. 
9. I b i d . , pp.192-196. 
10. I b i d . ,. p.194. . See a l s o W.H. H a m i l t o n , " P r i c e - - B y Way o f 

L i t i g a t i o n , " C o l u m b i a Law Review 38 ( 1 9 3 8 ) : 1024-1026. From t h i s 
H a m i t o n a r g u e d t h a t t h e " m e c h a n i s t i c " a p p r o a c h t o e q u i l i b r i u m 
a n a l y s i s was i n a d e q u a t e . 



v o l u n t a r y 

c l a s s i c a l 

b e c a u s e : 

as t h e r e s u l t o f " s u b t l e c o n v e n t i o n s . " 

i d e a s o f r a t i o n a l m a x i m i s i n g b e h a v i o u r 

Neo-

a/ere i n a d e q u a t e 

I t assumed t h a t each j u d g e m e n t c o u l d be made i n 
d e t a c h m e n t . I t f a i l e d t o n o t e t h a t my l i f e and 
y o u r s i s a c o n t i n u o u s t h i n g , and what I do t o d a y 
c o n s t r a i n s my a c t s o f t o m o r r o w . I t o v e r l o o k e d 
t h e p a r t t h a t i n s t i n c t and i m p u l s e p l a y i n i m p e l l i n g 
one a l o n g t h e p a t h o f h i s economic a c t i v i t y . And, 
most i m p o r t a n t o f a l l , i t n e g l e c t e d t h e i n f l u e n c e 
e x e r c i s e d o v e r c o n d u c t by t h e scheme o f i n s t i t u t i o n s 
u n d e r w h i c h one l i v e s and must seek h i s g o o d . ^ 

H a m i l t o n , i n marked c o n t r a s t t o l / e b l e n , a r g u e d t h a t t o 

i n s i s t on a " g e n e t i c " t r e a t m e n t o f i n s t i t u t i o n s " i s n o t h i n g 

more t h a n t o i n s i s t t h a t t h e y a r e s u b j e c t t o c o n s c i o u s c o n t r o l . " 

I n t h i s manner H a m i l t o n s o u g h t t o combine Dewey's p r a g m a t i c 

i n s t r u m e n t a l i s m and V e b l e n ' s n o t i o n o f c u m u l a t i v e c a u s a t i o n o r 

p r o c e s s , a s y n t h e s i s t h a t i s a l s o o b v i o u s i n h i s method o f 
13 

" o r g a n i c p a r t i c u l a r i s m . " 

O r g a n i c p a r t i c u l a r i s m was t h e method t h r o u g h w h i c h H a m i l t o n 

saw an i n s t i t u t i o n a l e c o n o m i c s b e i n g b u i l t . I t i s a p r o b l e m -

c e n t r e d method w h i c h " p o i n t s a way t o t h e s t u d y o f i n d u s t r i a l 

s o c i e t y as a w h o l e t h r o u g h t h e s t u d y o f a p a r t i c u l a r p r o b l e m . " 

The method i s " o r g a n i c , " as opposed t o " m e c h a n i s t i c , " because 

i t s t u d i e s " t h e s i t u a t i o n as a w hole f r o m t h e s t a n d p o i n t o f i t s 

o b j e c t ; " i t i s c o n c e r n e d w i t h " f u n c t i o n a l a c t i v i t i e s " r a t h e r 

t h a n " s t r u c t u r a l c h a r a c t e r i s t i c s , " and " f i n d s t h e r e a l i t y o f 

1 

1 1 . W.H. H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " o p . c i t . , p.196. H a m i l t o n does n o t r u l e r a t i o n a l i t y o u t 
a l t o g e t h e r , b u t a p p e a r s t o be a r g u i n g t h a t i t s o p e r a t i o n i s c o n 
s t r a i n e d , m o d i f i e d and d i r e c t e d , by t h e i n s t i t u t i o n a l f r a m e w o r k , 
i n s t i n c t , i m p u l s e and " o t h e r q u a l i t i e s o f human n a t u r e . " 

12. W.H... H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " • o p . c i t . , p.195. 

13. W.H. H a m i l t o n , "The D e v e l o p m e n t o f H o x i e ' s E c o n o m i c s , " 
op . c i t . , p.69, n.2. 
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an o b j e c t " i n " i t s r e l a t i o n s h i p s , p a s t and p r e s e n t , t o o t h e r 
1 4 

o b j e c t s u/hich make up i t s e n v i r o n m e n t . " H a m i l t o n a r g u e d 

t h a t t h i s w o u l d a l l o w t h e i n v e s t i g a t o r 

. . . t o d e t e r m i n e f r o m t h e e x a m i n a t i o n o f a p a r t i c u l a r 
c ase j u s t what t h e o r e t i c a l p r o b l e m s i n e c o n o m i c s 
were r e l e v a n t t o t h e p r a c t i c a l i s s u e s o f t h e w o r l d 
i n w h i c h we l i v e . . c 

I 5 

H a m i l t o n ' s work c o n c e n t r a t e d on t h e i s s u e s o f wages, p r i c e s and 

p r i c e p o l i c i e s , m o n o p o l y , p a t e n t r i g h t s , and l i k e , and i t was 

t h r o u g h t h i s p r o b l e m c e n t r e d method t h a t H a m i l t o n hoped t o b u i l d 

up t h e d e t a i l o f h i s i n s t i t u t i o n a l t h e o r y . He d i d n o t , h owever, 

e x p e c t such a t h e o r y t o be b u i l t q u i c k l y , o r t h a t i t w o u l d e v e r 

a c h i e v e t h e same d e g r e e o f r i g o r as n e o - c l a s s i c a l e c o n o m i c s : 
I t may r e q u i r e a decade o r more f o r a p r o c e s s o f 
t r i a l and e r r o r t o p r o d u c e a r e l a t i v e l y c o n s i s t e n t 
body o f t h o u g h t . Even t h e n i t w i l l l a c k t h e c l e a r -
c u t , d e f i n i t e , and a r t i c u l a t e c h a r a c t e r o f neo
c l a s s i c a l t h e o r y . . . I t must f i n d i n r e l e v a n c y and 
t r u t h a s u b s t i t u t e f o r f o r m a l p r e c i s i o n i n s t a t e m e n t . ^ 

As H a m i l t o n ' s e c o n o m i c s i s e x p l i c i t l y r e f o r m i s t he a l s o f a c e s 

t h e p r o b l e m o f p r o v i d i n g some c r i t e r i o n by w h i c h r e f o r m p r o p o s a l s 

can be j u d g e d . H a m i l t o n i s n o t a l w a y s c l e a r as t o w h e t h e r 

s u c h j u d g e m e n t s a r e p r o p e r l y a p a r t o f t h e e c o n o m i s t ' s c o n c e r n . 

I n one a r t c l e he s t a t e s t h a t " i n a c t u a l use" b o t h o r t h o d o x 

and i n s t i t u t i o n a l e c o n o m i c s " i n t e l l i n g t h e e l e m e n t s w h i c h 

make up t h e economic s y s t e m , p a s s e s j u d g e m e n t s upon them," 

14. I b i d . 
15. W.H. H a m i l t o n i n a l e t t e r t o R.G. T u g w e l l , March 10, 1923, 

q u o t e d by J. Dorfma n , " W a l t o n Hale H a m i l t o n and I n d u s t r i a l P o l i c y , " 
op. c i t . , p.13. See a l s o W.H. H a m i l t o n , "The D e v e l o p m e n t o f H o x i e ' s 
E c o n o m i c s , " o p \ c i t . , p p.68-69, n.2; and A.W. C o a t s , " M e t h o d o l o g i c a l 
C o n t r o v e r s y , " p p . 3 7 9 - 3 8 1 . " 1 

16. W...H.. H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " op . c i t . , pp.197-198. 
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w h i l e l a t e r i n t h e same a r t i c l e he s t a t e s t h a t " i t i s n o t t h e 

p l a c e o f e c o n o m i c s t o pass j u d g e m e n t s on p r a c t i c a l p r o p o s a l s . 

But q u i t e i n k e e p i n g w i t h i t s s c i e n t i f i c c h a r a c t e r , i t can 

i m p a r t i a l l y g a t h e r t h e f a c t s and f o r m u l a t e t h e p r i n c i p l e s 
1 7 

n e c e s s a r y t o an i n t e l l i g e n t h a n d l i n g o f such p r o b l e m s . " 

W h a t ever H a m i l t o n ' s s t a t e d p o s i t i o n on t h e r e l a t i o n s h i p 

between economic i n v e s t i g a t i o n and e t h i c a l j u d g e m e n t , i t i s 

c l e a r f r o m h i s p r a g m a t i c v i e w p o i n t t h a t some b a s i s f o r t h e 

j u d g e m e n t o f t h e s o c i a l l y d e s i r a b l e i s r e q u i r e d . Here H a m i l t o n 

l o o k e d t o t h e o p e r a t i o n o f a d e m o c r a t i c g o v e r n m e n t and t h e l e g a l 

s y s t e m , w h i c h he saw as w o r k i n g on t h e b a s i s o f j u d g i n g what 

b e h a v i o u r i s t o be c o n s i d e r e d " r e a s o n a b l e , " g i v e n t h e e t h i c a l 

s t a n d a r d s o f t h e c o m m u n i t y . T h i s a l l o w s H a m i l t o n t o a r g u e t h a t : 
The i d e a l o f t h e common l a w i s t o s e c u r e a j u s t i c e 
w h i c h i s t h a t o f t h e l a y m a n . Thus t h e l e g a l s t a n d a r d 
o f b e h a v i o u r i s t h a t o f t h e " r e a s o n a b l e man," one 
w h i c h a l l o w s c o n d u c t t o be a s s e s s e d - - a n d d i f f e r e n t l y 
a s s e s s e d - - b y t h e mores o f t h e c o m m u n i t y and t h e age.^g 

Thus t h e i d e a o f what i s " r e a s o n a b l e " becomes t h e s t a n d a r d , 

b u t H a m i l t o n ' s s t r e s s on t h e l a w and t h e m o r a l sense o f a 

s o c i e t y , a l s o means, t h a t t h e s e e l e m e n t s can be t h e a g e n t s o f 

change, and must be i n c l u d e d i n any t h e o r y o f i n s t i t u t i o n a l 

p r o c e s s . H a m i l t o n a d m i t s t h e d i f f i c u l t y o f t h i s a s : 

. . . t o p r o j e c t t h e law as i t i s b e i n g remade, w i t h i n 
t h e f r a m e w o r k o f a v o l a t i l e economy and a g a i n s t 
t h e b a c k g r o u n d o f a m o r a l o r d e r w h i c h i t s e l f i s on 
t h e march i s a c h a l l e n g i n g - - a n d i m p o s s i b l e - - a d v e n t u r e . 
I t i s h e l p e d a l o n g , however, by a m a x i m . . . t h a t t h e 

17. W.H. H a m i l t o n , "The I n s t i t u t i o n a l A p p r o a c h t o Economic 
T h e o r y , " op. c i t . , pp.188, 1 9 1 . 

18. W.H. Hamilton., .".The. Law,, .the. Economy, and M o r a l V a l u e s , " 
i n A.D.'Ward, ed., G o a l s o f Economic L i f e (New Y o r k , 1 9 7 2 ) , p . 2 7 1 . 
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r u l e s o f l a w a r e t h e t r a n s i e n t i n s t r u m e n t s o f 
v a l u e s more e n d u r i n g t h a n t h e r u l e s t h e m s e l v e s . ^ 

I n t h i s manner H a m i l t o n b a c k s away f r o m g r a p p l i n g w i t h t h e f u l l 

r e l a t i v i t y o f m o r a l s and l a w , and e q u i p s h i m s e l f w i t h a s e t 

o f " d o m i n a n t m o r a l r e q u i r e m e n t s " w h i c h p r o v i d e a b a s i s f o r 

j u d g e m e n t . 

These d o m i n a n t r e q u i r e m e n t s were, f o r H a m i l t o n , f r e e p l a y 

f o r t h e "dynamic u r g e s " o f s o c i e t y , and t h e " r e l e a s e o f t h e 

c a p a c i t i e s o f men," o r i n o t h e r w o r d s : 

The f r e e d o m o f man w i t h h i s l a t e n t c a p a c i t i e s 
d e v e l o p e d by a r i c h and v a r i e d e x p o s u r e , i s p e r h a p s 
t h e u l t i m a t e g o a l . To t h a t end t h e r e must be a 
s t a n d a r d o f l i f e , w h i c h a l o n g w i t h a minimum o f 
w o r l d l y goods, i n s u r e s a c c e s s t o p e r s o n a l o p p o r t u n i t y . 
I f w o r d l y goods a r e t o i n c r e a s e and i f o p p o r t u n i t y 
i s t o be e n r i c h e d and e n l a r g e d , t h e d y n a m i c u r g e 
must be g i v e n f u l l p l a y ^ g 

H a m i l t o n c o n s i d e r e d t h a t t h e c o m p e t i t i v e s y s t e m d i d much 

t o a c h i e v e t h e s e ends, b u t t h a t " t h e i n s t r u m e n t must n o t be 

e x a l t e d as i f i t were t h e end," and t h e c o m p e t i t i v e s y s t e m s h o u l d 

be open t o a l t e r a t i o n where " n o v e l d e v i c e s p r o m i s e t o e n s u r e 

b e t t e r p e r f o r m a n c e . " H a m i l t o n was c l e a r t h a t " i t s s h o r t c o m i n g s 
21 

make i m p e r a t i v e a s e a r c h f o r amendment o r s u b s t i t u t e . " 

I I H a m i l t o n ' s I n v e s t i g a t i o n s o f t h e Economic O r d e r . 

I n i n v e s t i g a t i n g how t h e c o n t e m p o r a r y e c o n o m i c s y s t e m 

o p e r a t e d H a m i l t o n was p o s i n g t h e f o l l o w i n g q u e s t i o n s : 
I n l a r g e r t e r m s - - i s c o m p e t i t i o n an e f f e c t i v e i n s t r u m e n t 
o f o r d e r and j u s t i c e w h i c h a s o c i e t y can use a t i t s 
w i l l ? I s i t , i n s t e a d , an i n s t i t u t i o n o f t r a n s i t i o n , 
an economic o r d e r w h i c h l i e s p r e c a r i o u s l y between two 
e r a s o f a u t h o r i t y ? Or i s i t , a f t e r a l l , a g r e a t myth 

19. I b i d . , p . 2 6 1 . 
20. I b i d . , p.264. 
2 1 . I b i d . , pp.264-265. 



1 66. 

by w h i c h uje r e c o n c i l e o u r s e l v e s as b e s t we can 
t o a b u s i n e s s s y s t e m w h i c h goes i t s own way? 
And what t h e n i s t o be i t s p l a c e i n t h e n a t i o n a l 
economy w h i c h p r e s e n t l y we a r e t o r e d e s i g n ? 2 2 

H a m i l t o n c h a r a c t e r i s e d t h e o r t h o d o x economic t h e o r y o f 

c o m p e t i t i o n as v i e w i n g an economic s y s t e m based on c o m p e t i t i o n 

and m a r k e t d e t e r m i n e d p r i c e s as one w h i c h c o n f o r m e d t o n a t u r a l 

l a ws and p r o v i d e d p e r f e c t j u s t i c e and o r d e r . T h i s t h e o r y 

m a i n t a i n e d , i n H a m i l t o n ' s v i e w , t h a t c o m p e t i t i v e b u s i n e s s 

would r e s u l t i n t h e c o n t i n u o u s a c c o m o d a t i o n o f p r o d u c t i o n t o 

demand, t h e e l i m i n a t i o n o f waste and i n e f f i c i e n c y , t h e s a f e 

g u a r d i n g o f t h e consumer, t h e a w a r d i n g t o t h e workman o f " t h e 

t r u e and f u l l v a l u e o f h i s s e r v i c e , " and t h e p r o v i s i o n o f j u s t 

r e w a r d s t o t h e p r o g r e s s i v e and r e s o u r c e f u l i n d i v i d u a l o r 

e n t r e p r e n e u r . I n t h i s manner t h e s y s t e m c o u l d be seen as 

h e l p i n g t o s p u r t e c h n o l o g i c a l change and p r o g r e s s , w h i l e a l s o 

u n i f y i n g t h e " m u l t i t u d e o f l i t t l e j u d g e m e n t s , made by i n t e r e s t e d 
23 

p a r t i e s , p r o p e r l y c h e c k e d and b a l a n c e d , i n t o an economy a t work." 

H a m i l t o n , however, n o t e d t h a t such a t h e o r y o f c o m p e t i t i o n 

had grown up a f t e r t h e c o m p e t i t i v e s y s t e m i t s e l f , t h a t i t was 

a s m o o t h i n g o v e r o f t h e a c t u a l e m p i r i c a l o p e r a t i o n o f t h e 

s y s t e m , t h a t i t was a " f i c t i o n " c o n s i s t i n g o f "shadow r a t h e r 

t h a n s u b s t a n c e , " and t h a t i t had s u r v i v e d because o f i t s l o g i c a l 

a p p e a l , i t s n e a t n e s s , and i t s a c c o r d w i t h c u r r e n t o p i n i o n , r a t h e r 
24 

t h a n because o f i t s a c c u r a c y o r u s e f u l n e s s . 
H a m i l t o n made use o f V e b l e n ' s d i c h o t o m y between i n s t i t u t i o n s 

22. W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n (New Y o r k , 1 9 4 0 ) , 
p.5. 

23. I b i d . , p p . 1 0 - 1 1 . 
24. I b i d . , p.12. 
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and t e c h n o l o g y i n a s l i g h t l y m o d i f i e d f o r m . H a m i l t o n a r g u e d 

t h a t any i n v e s t i g a t i o n o f t h e economic o r d e r had t o s t a r t 

f r o m an a n a l y s i s o f c e r t a i n b a s i c e l e m e n t s . The f i r s t o f 

t h e s e was t h e t e c h n o l o g i c a l p r o c e s s e s i n use, and t h e second 

ujas t h e f o r m o f o r g a n i s a t i o n t h r o u g h w h i c h p r o d u c t i o n was c o n -
25 

t r o l l e d . The f o r m o f o r g a n i s a t i o n i s p e r h a p s b e s t t o be 
seen as a s e t o f i n s t i t u t i o n s and c u s t o m a r y u s a g e s , t h u s : 

The f o r m o f o r g a n i s a t i o n i s m e d i a t o r y t h e r e must 
be a r r a n g e m e n t s , u n d e r s t a n d i n g s , t h i n g s - t a k e n - f o r -
g r a n t e d , by w h i c h e l e m e n t s a r e drawn t o g e t h e r i n t o 
t h e p r o d u c t i o n o f wares, and a r t i c l e s f i n d t h e way 
f r o m t h e makers t o t h e m a r k e t . . . T h e p u r c h a s e o f a 
q u a r t o f m i l k , a f i f t h o f S c o t c h , o r f i v e g a l l o n s o f 
g a s o l i n e i s an o b v i o u s o c c u r e n c e ; y e t a d i s c l o s u r e 
o f a l l t h e u n d e r s t a n d i n g s and c o n v e n t i o n s w h i c h 
i m p i n g e upon t h e a c t w o u l d f i l l a p o n d e r o u s v o l u m e . 
A t e c h n i c a l p r o c e s s . . . i s one t h i n g ; t h e a r r a n g e m e n t s 
by w h i c h t h i s i n s t r u m e n t i s made t o s e r v e t h e 
c o m m u n i t y a r e q u i t e another.„. 

H a m i l t o n v i e w e d t h e c o n t e m p o r a r y economic o r d e r as r e s t i n g 

upon machine t e c h n o l o g y and a f o r m o f o r g a n i s a t i o n t h a t was 

based upon t h e i n s t i t u t i o n s o f p r i v a t e p r o p e r t y , f r e e c o n t r a c t , 

money-making, and openness o f c o m p e t i t i o n . T h i s H a m i l t o n des

c r i b e d as t h e b u s i n e s s f o r m o f o r g a n i s a t i o n , and he saw i t as 

t h e n ewest and most c o n s p i c u o u s f o r m , a l t h o u g h n o t t h e o n l y 

f o r m , as t h e s t a t e , t h e f a m i l y , and t h e p r o f e s s i o n s a l s o 
27 

e x e r c i s e d c o n t r o l o v e r c e r t a i n a r e a s o f p r o d u c t i v e a c t i v i t y . 

T h i s b u s i n e s s f o r m o f o r g a n i s a t i o n d i d n o t grow up q u i c k l y 

and was n o t t h e p r o d u c t o f t h e p u r p o s e o r i n t e n t o f any g r o u p . 

R a t h e r , H a m i l t o n saw t h e b u s i n e s s s y s t e m as g r o w i n g o u t o f "a 

25. W.H. H a m i l t o n , e t a l . , P r i c e and P r i c e P o l i c i e s (New Y o r k , 
1 9 3 8 ) , pp.9-10. 

26. I b i d . , p.10; and W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n , 
pp.21-22. 

27. W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , pp.11-13. 



c u m u l a t i o n o f c o u n t l e s s e x p e d i e n c e s ; " as an i n c i d e n t a l by

p r o d u c t o f t h e day t o day a c t i v i t i e s o f p e o p l e m a k i n g a l i v i n g 

F o r H a m i l t o n , c i r c u m s t a n c e was t h e c r e a t o r o f t h e d e t a i l s o f 

t h e s y s t e m , and as t h e s y s t e m grew so d i d complex s y s t e m s o f 

c u s t o m a r y usages w h i c h may d i f f e r f r o m i n d u s t r y t o i n d u s t r y . 

The b u s i n e s s s y s t e m : 

i s a c o m b i n a t i o n o f u s a g e s , each s u b j e c t t o v a r i a t i o n , 
a d a p t a t i o n , o b s o l e s c e n c e , and r e p l a c e m e n t , t h r o u g h 
w h i c h r e s o u r c e s a r e drawn i n t o p r o d u c t i o n , managements 
a r e c h o s e , j u d g e m e n t s a r e f o r m u l a t e d , p r i c e s a r e made, 
and i n d u s t r y y i e l d s t o t h e community what i t can be 
made t o g i v e . ^ 

The p r i c e s y s t e m and t h e b u s i n e s s f o r m o f e n t e r p r i s e mean 

t h a t i n d i v i d u a l s as c o n s u m e r s , w o r k e r s , o r e m p l o y e r s , w i l l be 

o b l i g e d t o behave i n ways t h a t t a k e a c c o u n t o f t h e i r p e c u n i a r y 

i n t e r e s t s . The e x i s t e n c e o f t h e p r i c e s y s t e m and t h e b u s i n e s s 

f o r m o f o r g a n i s a t i o n , t h e r e f o r e , has a c o n s i d e r a b l e i n f l u e n c e 

o v e r t h o u g h t and a c t i o n , b u t i t i s n o t t h e o n l y i n f l u e n c e . 

For H a m i l t o n t h e l a w s o f c o m p e t i t i o n were n o t so a l l p e r v a s i v e 

t h a t o t h e r i n s t i t u t i o n s , c u s t o m s , and h a b i t s d i d n o t a l s o have 

an e f f e c t . Thus, b e h a v i o u r may be m o d i f i e d by t h e e x i s t e n c e o 

u n i o n s , g o v e r n m e n t r e g u l a t i o n s , d e e p l y e n t r e n c h e d c u s t o m a r y o r 
3 1 

h a b i t u a l ways o f d o i n g t h i n g s , o r s i m p l y by s h e e r i g n o r a n c e . 

W i t h t h i s f r a m e w o r k H a m i l t o n s e t o u t t o d e t e r m i n e how 

t h i s s o - c a l l e d c o m p e t i t i v e b u s i n e s s s y s t e m o p e r a t e d by i n v e s -

28. W.H. H a m i l t o n , "The P r i c e System and S o c i a l P o l i c y , " 
op. c i t . , p p . 8 3 - 9 1 ; W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n , 
pp.16-19; W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , pp.3-6. 

29. W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , pp.13-14. 
3.8. W.H. H a m i l t o n , "The P r i c e System and S o c i a l P o l i c y , " 

op . c i t . , pp.102-103. 
3 1 . W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , pp.10-14. 
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t i g a t i n g p r o b l e m s and t h e ways i n w h i c h i t a c t u a l l y w o r k e d . 

The f i r s t p o i n t H a m i l t o n makes i s t h a t t h e e x i s t e n c e o f a p r i c e 

s y s t e m l e a d s e m p l o y e r s t o oppose any measure, r e g a r d l e s s o f i t s 

s o c i a l w o r t h , t h a t t h e y b e l i e v e w i l l r a i s e c o s t s o r r e d u c e 
32 

p r o f i t s . The e m p l o y e r i n h i s a t t e m p t t o i n c r e a s e p r o f i t s w i l l 

a l s o a t t e m p t t o " i m p i n g e " upon p r i c e s n o t s t r o n g enough t o r e s i s t 

and w i l l a t t e m p t t o g a i n some c o n t r o l o v e r h i s o u t p u t p r i c e s 

t h r o u g h some f o r m o f c o m b i n a t i o n o r monopoly e l e m e n t . B u s i n e s s 

men i n c o m p e t i t i o n w i t h each o t h e r w i l l a l s o t e n d t o d e v e l o p 

b r a n d names, and engage i n a d v e r t i s i n g and i n t e n s e s a l e s m a n s h i p 

i n an a t t e m p t t o g a i n l a r g e r s h a r e s o f t h e m a r k e t o r a p a r t i a l 

m o n o p o l y . 

H a m i l t o n a l l o w s t h a t l a r g e s c a l e t e c h n o l o g y may b r i n g 

c o n s i d e r a b l e b e n e f i t s i n t e r m s o f a r e d u c t i o n i n u n i t c o s t and 

t h e e l i m i n a t i o n o f c o m p e t i t i v e a d v e r t i s i n g , s a l e s m a n s h i p , and 

c o m p e t i t i v e r e s e a r c h , b u t m a i n t a i n s t h a t u n d e r t h e b u s i n e s s 

s y s t e m such monopoly power w i l l be used t o r e s t r i c t o u t p u t and 

i n c r e a s e p r i c e s . Such a c t i o n s H a m i l t o n c a l l s " c a p i t a l i s t i c 

s a b o t a g e . " ^ ^ 

H a m i l t o n i s a l s o c o n c e r n e d w i t h t h e r e s t r i c t i o n o f t h e 

s p r e a d o f t e c h n o l o g i c a l k n o w l e d g e t h r o u g h t h e use o f p a t e n t 

l a w s and t h e " f r e e z i n g o f what s h o u l d be modern t e c h n o l o g y i n t o 
35 

a bedlam o f f e u d a l d o m a i n s . " What i s more, H a m i l t o n sees t h e 

32. W.H. H a m i l t o n , "The P r i c e System and S o c i a l P o l i c y , " 
op . c i t . , p p . 1 0 0 - 1 0 1 . H a m i l t o n sees t h i s as p a r t i c u l a r l y t r u e i n 
i n d u s t r i e s t h a t use l a r g e - s c a l e t e c h n o l o g y . O t h e r i n d u s t r i e s 
would t e n d t o r e m a i n l e s s c o n c e n t r a t e d and more c o m p e t i t i v e . 

33. I b i d . , pp.97-101 and .p..108.. _. 
34. W.H. H a m i l t o n , The C o n t r o l o f Wages (New Y o r k , 1 9 6 8 ) , 

pp.55 and 71-79. 
35. W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n , pp.70-74; and 

W.H. H a m i l t o n , P a t e n t s and F r ee E n t e r p r i s e ( W a s h i n g t o n , 1 9 4 1 ) . 
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b u s i n e s s s y s t e m as i m p o s i n g o t h e r u n n e c e s s a r y c o s t s on s o c i e t y . 

I n p a r t i c u l a r , H a m i l t o n l o c a t e s what he c a l l s t h e c o s t s o f 

o w n e r s h i p w h i c h he d e f i n e s as b e i n g t h e r e t u r n s p a i d t o t h e 

h o l d e r s o f i n t a n g i b l e a s s e t s o r t o t h e owners o f n a t u r a l 

r e s o u r c e s who r e c e i v e a r e s o u r c e r e n t f o r no p r o d u c t i v e e f f o r t . 

These r e t u r n s H a m i l t o n sees as c h a r g e s on t h e c o m m u n i t y f o r t h e 

use o f a s s e t s w h i c h b e l o n g t o t h e c o m m u n i t y . 

A f u r t h e r d e f e c t o f t h e b u s i n e s s s y s t e m H a m i l t o n f i n d s i n 

t h e e x i s t e n c e o f b u s i n e s s c y c l e s and u n e m p l o y m e n t . H a m i l t o n 

does n o t d e l v e i n t o t h e e x a c t c a u s e s o f b u s i n e s s c y c l e s o r 

unemployment b u t a r g u e s t h a t such phenomena a r e symptoms o f 

" d i s t u r b a n c e s i n h e r e n t i n o u r c o m p e t i t i v e o r g a n i s a t i o n o f i n d u s t r y . " 

C y c l e s and unemployment a r e t h e r e f o r e n o t due t o p r o d u c t i o n 

b e i n g g r e a t e r t h a n needs b u t t o a " m a l i g n a n t m i s f u n c t i o n i n g o f 
37 

t h e i n d u s t r i a l u n i t s , " w h i c h d i s r u p t s t h e f l o w o f p r o d u c t i o n . 

The b u s i n e s s s y s t e m a l s o t o l e r a t e s a c o n s i d e r a b l e amount 

o f w a s t e , i n e f f i c i e n c y , and p o o r management. H a m i l t o n a r g u e s 

t h a t i n a g i v e n i n d u s t r y t h e e f f i c i e n c y o f d i f f e r e n t f i r m s may 

r a n g e o v e r a s u r p r i s i n g l y l a r g e s p e c t r u m . T h i s s u g g e s t s : 
. . . t h a t t h e w e l l known l a w s o f c o m p e t i t i o n a r e n o t 
so n i c e l y a r t i c u l a t e d b u t t h a t f i r m s may c o n t i n u e 
t o o p e r a t e i n i n d u s t r y when t h e i r l e v e l o f e f f i c i e n c y 
i s f a r b e l o w t h a t o f many o f t h e i r c o m p e t i t o r s . ^ 

W a s t e f u l p r a c t i c e s p e r v a d e a l l a s p e c t s o f t h e o p e r a t i o n o f 

some b u s i n e s s , and may be due t o r e s t r i c t i v e l a b o u r p r a c t i c e s , 

t h e r e s t r i c t i o n o f o u t p u t by managers, o r t h r o u g h s h e e r i n e f f i c i e n c y 

o f management. H a m i l t o n n o t e s t h a t managers a r e o f t e n s e l e c t e d 

36. W..H. H a m i l t o n , The C o n t r o l o f Wages, pp.40-42 and 6 7 - 7 1 . 
37. I b i d . , pp.65-67 and 163-165. 
38. I b i d . , p.153. 



on t h e b a s i s o f t h e i r i n f l u e n c e r a t h e r t h a n on t h e b a s i s o f t h e i r 

f i t n e s s f o r t h e j o b . Some 15% o f a l l w a s t e , H a m i l t o n a r g u e s , 
39 

i s t h e r e s u l t o f p o o r management. 

A c o n s i d e r a b l e p o r t i o n o f t h i s waste and i n e f f i c i e n c y may 

come f r o m t h e power o f c u s t o m and t r a d i t i o n o v e r t h e b e h a v i o u r 

o f managers and w o r k e r s . Managers may be r e l u c t a n t t o s c r a p 
40 

outmoded e q u i p m e n t , o r may f a i l t o r e s p o n d c o r r e c t l y t o t h e 

s i g n a l s o f t h e p r i c e mechanism due t o i g n o r a n c e . I n h i s 

i n v e s t i g a t i o n o f t h e c o a l i n d u s t r y H a m i l t o n f o u n d t h a t 
e n l i g h t e n e d s e l f - i n t e r e s t h a r d l y g e t s a f a i r c h a nce 
i n t h e c o a l i n d u s t r y . I t has f i r s t t o b r e a k t h r o u g h 
a "cake o f c u s t o m " t h i c k enough t o have been p e r 
c e i v e d by o b s e r v e r s w i t h no s p e c i a l c l a i m t o a c u t e n e s s . 
I t has t o make i t s way a g a i n s t an i g n o r a n c e t h a t i s 
a l m o s t p r o v e r b i a l . I n f a c t , i t w o u l d be somewhat more 
a c c u r a t e t o say t h a t c u s t o m and i g n o r a n c e r u l e c o a l 
t h a n t o a t t r i b u t e i t s g u i d a n c e t o e n l i g h t e n e d s e l f -
i n t e r e s t . ^ 

Thus, i n some i n d u s t r i e s , p a r t i c u l a r l y o l d and l o n g -

e s t a b l i s h e d i n d u s t r i e s , t h e a c t i o n o f t h e p e c u n i a r y m o t i v e may 

be m o d i f i e d by t h e f o r c e o f h a b i t , c u s t o m , o r by i g n o r a n c e and 

l a c k o f k n o w l e d g e . H a m i l t o n f o u n d i n t h e c o a l i n d u s t r y a l a c k 

o f c o o r d i n a t i o n w i t h o t h e r i n d u s t r i e s , a l a c k o f a d j u s t m e n t 

b etween mine c a p a c i t y and t h e l e v e l o f p r o d u c t i o n , w i t h c a p a c i t y 

a l w a y s w e l l above t h e r e q u i r e d l e v e l , a l a c k o f modern methods 

o f p r o d u c t i o n , u n s t a b l e p r i c e s and l e v e l s o f p r o f i t a b i l i t y , l o w 

wages, p o o r s a f e t y s t a n d a r d s , i r r e g u l a r i t y i n employment, p o o r 

h o u s i n g c o n d i t i o n s , and many abuses i n company owned t o w n s . ^ 

39. I b i d . , pp.46-62 and 153. See a l s o The P a t t e r n o f Com
p e t i t i o n , pp.70-74. 

40. W.H. H a m i l t o n , The C o n t r o l o f Wag.es,, .p...6.0. 
4 1 . W.H. H a m i l t o n and H.R. W r i g h t , The Case o f B i t u m i n o u s 

C o a l (Mew Y o r k , 1 9 2 5 ) , p.45. 
42. I b i d . , pp.55-93. 
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H a m i l t o n ' s c o n c l u s i o n mas t h a t : 

•n a l l s i d e s , b i t u m i n o u s c o a l p r e s e n t s a s t r a n g e 
c o n t r a s t between t h e s i m p l i c i t y o f t h e d o c t r i n e 
o f t h e i n v i s i b l e hand and t h e c o n f u s i o n o f t h e 
v i s i b l e i n d u s t r y . Even u n d e r a r e g i m e c o m p r o m i s e d 
by c o l l u s i o n , c u s t o m , and g o v e r n m e n t , t h e s p o t t e d 
a c t u a l i t y s t a n d s o u t s t r a n g e l y a g a i n s t t h e p u r e 
w h i t e o f t h e i d e a l . I n t h e waste o f m i n i n g 
p r o c e s s e s , i n t h e l a c k o f c o - o r d i n a t i o n b e t w e e n 
t h e t a s k s , i n t h e i r r e g u l a r i t y o f o p e r a t i o n , i n 
t h e p i a n l e s s n e s s o f d e v e l o p m e n t , t h e a c t u a l i s 
f a r f r o m t h e p e r f e c t . N e i t h e r w o r k e r s n o r 
consum e r s n o r i n v e s t o r s have been a b l e t o draw 
t h e p r o m i s e d r e w a r d s f r o m an i n d u s t r y i n such a 
s t a t e . The f a i l u r e o f f r e e e n t e r p r i s e has t o u c h e d 
a l l who draw t h e i r l i v i n g s f r o m c o a l m i n i n g o r 
l o o k t o i t f o r t h e means o f k e e p i n g i n d u s t r y g o i n g . ^ 

Thus, f o r H a m i l t o n a c o a l i n d u s t r y l e f t u n r e g u l a t e d w o u l d 

l e a d t o " d i s o r d e r . " However, as Rostow p o i n t e d o u t , H a m i l t o n 

was n o t a l w a y s c l e a r a b o u t what he meant by " d i s o r d e r . " He 

f r e q u e n t l y used t h e t e r m t o . d e n o t e t h e a d j u s t m e n t s t h a t w o u l d 

have t o be u n d e r t a k e n i n t h e f a c e o f t e c h n i c a l a d v a n c e . 

T e c h n i c a l advance i n t h e c o a l i n d u s t r y l e d t o g r e a t e r e f f i c i e n c y , 

i n c r e a s e d o u t p u t , and t o e x c e s s c a p a c i t y . Such a r e s u l t , f o r 

H a m i l t o n , c o n t a i n e d d i s o r d e r . I n d e e d , a t some p o i n t s , H a m i l t o n 

a p p e a r e d t o s u g g e s t t h a t a n y t h i n g t h a t l e d t o d e c l i n i n g p r i c e s 

c o n t a i n e d t h e seeds o f p o t e n t i a l d i s o r d e r , a v i e w ' w h i c h Rostow 
44 

s u b j e c t e d t o p e n e t r a t i n g c r i t i c i s m . 

H a m i l t o n ' s v i e w a p p e a r s t o be t h a t i n some i n d u s t r i e s , such 

as c o a l , a t e c h n i c a l advance i n c r e a s e s o u t p u t and l o w e r s p r i c e s , 

w h i c h l e a d s t o e x c e s s c a p a c i t y ; b u t t h e l e s s e f f i c i e n t f i r m s w i l l 

43. I b i d . , pp.92-93. See a l s o W.H. H a m i l t o n , " C o a l and t h e 
Economy--A D e m u r r e r , " Y a l e Law J o u r n a l 50 ( 1 9 4 1 ) : 595-612. The 
H a m i l t o n i a n v i e w t h a t c o m p e t i t i o n was t o blame f o r t h e t r o u b l e s 
o f t h e c o a l i n d u s t r y was o b j e c t e d t o by E . V . Rostow, " J o i n d e r i n 
D e m u r r e r , " I b i d . , pp.613-620. 

44. W.H. H a m i l t o n , " C o a l and t h e Economy--A D e m u r r e r , " o p . c i t . 
p a s s i m . , and E.U. Rostow, o p . c i t . , pp.613-615. 



n o t go o u t o f b u s i n e s s as t h e y m i l l be b o u g h t o v e r f o r p r i c e s 

l o w enough t o keep them o p e r a t i n g . T h i s i n t u r n s t a l l s t h e 

t e c h n i c a l advance and r e s u l t s i n p e r m a n e n t o v e r c a p a c i t y , IOUJ 

wages, and i n e f f i c i e n c y . H a m i l t o n f e l t t h a t p r o b l e m s such as 

t h i s c o u l d o n l y be overcome t h r o u g h some k i n d o f r e g u l a t i o n on 

c a p a c i t y , a p r o m o t i o n o f t e c h n i c a l change, and "a c o n v e r s i o n o f 

t h e g a i n s " i n t o c h e a p e r c o a l and " b e t t e r l i v i n g s . " H a m i l t o n 

a l s o f e l t t h a t as wages and t r a n s p o r t c o s t s were n o t s e t com

p e t i t i v e l y , t o l e a v e c o a l p r i c e s u n r e g u l a t e d was t o i n v i t e 

d i f f i c u l t i e s . ^ 

The p l a i n t r u t h o f t h e m a t t e r i s t h a t t h e mechanisms 
o f t h e c o m p e t i t i v e s y s t e m no l o n g e r work i n t h e 
b i t u m i n o u s c o a l i n d u s t r y . The expe n s e s o f p r o d u c t i o n 
wax and wane as o f o l d , b u t no l o n g e r can l o w c o s t s 
be depended upon t o g u i d e o p e r a t o r s i n e x p a n s i o n and 
h i g h c o s t s t o r i n g t h e k n e l l o f b u s i n e s s f a i l u r e f o r 
w a s t e f u l e n t e r p r i s e s . . . P r i c e s a r e h e r e no "beacon" t o 
g u i d e p r o d u c t i o n ; c o s t s no " b r a k e " upon r e c k l e s s 
e n t e r p r i s e . ^ 

H a m i l t o n t a k e s t h i s t y p e o f a r g u m e n t t o t h e p o i n t where 

he a r g u e s t h a t t h e p r a c t i c e s o f i n d u s t r i e s may n o t o n l y d i f f e r 

s i g n i f i c a n t l y f r o m t h e i d e a l , b u t may a l s o d i f f e r s i g n i f i c a n t l y 

f r o m i n d u s t r y t o i n d u s t r y . H a m i l t o n c o n c l u d e d t h a t t h e p r i c e 

d e c i s i o n s o f b u s i n e s s e s were based on a v a s t a r r a y o f c o n s i d e r 

a t i o n s w h i c h v a r i e d w i d e l y f r o m case t o c a s e . Thus: 

A s t r i k i n g l a c k o.f s i m i l a r i t y i n p r i c e p o l i c i e s seems 
e v e r y w h e r e e v i d e n t . . . A s t h e p o l i c i e s o f i n d u s t r y 
d i f f e r , so do t h e p l a n e s upon w h i c h t h e i r p r o d u c t s 
a r e f o u n d . . . T h e m a r k e t i s n o t t h e c r e a t o r , b u t t h e 
m e d i a t o r , o f v a l u e s . A l l t h a t comes t h e r e . . . i s 
g i v e n w o r t h by h a b i t and usage, p r o c e d u r e and t e c h n i q u e , 

45. W.H. H a m i l t o n , A Way o f O r d e r f o r B i t u m i n o u s C o a l (l\)e 
Y o r k , 1 9 2 8 ) , pp.. 3 3 - 4 1 ; and W.H. H a m i l t o n , " C o a l and t h e Economy 
A D e m u r r e r , " o p . c i t . ,., pp. 59 0.-601.. 

46. W.H. H a m i l t o n , A Way o f O r d e r f o r B i t u m i n o u s C o a l , p. 
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i n t h e i n d u s t r i a l c o m m u n i t y . A l l t h a t i s a c u l t u r e - -
t h e i n d u s t r i a l a r t s , t h e o r g a n i s a t i o n o f i n d u s t r i e s , 
t h e p r o c e s s e s o f m a r k e t i n g , t h e ways o f l i f e - - c o n v e r g e 
t h e r e w i t h t h e i r h o s t o f c o n f l i c t i n g c l a i m s . . . . T h e 
e v i d e n c e does n o t p o i n t t o an o r d e r l y s t r u c t u r e whose 
p r i c e s have an u n d e r l y i n g l o g i c i n p e r m u t a t i o n s o f 
p e c u n i a r y e l e m e n t s each w i t h i t s p r e c i s e u n i t c o s t . 
I n i n d u s t r y t h e p r i c e s o f t h i n g s have t h e r a t i o n a l 
o f an a f f a i r o f man, o f g r o w t h , and o f p r o c e s s . ^ 

H a m i l t o n was a l s o c o n c e r n e d a b o u t t h e e x i s t e n c e o f j o i n t 

p r o d u c t s , and f e l t t h a t t h e d i f f i c u l t i e s o f s o r t i n g o u t t h e 

c o s t s a t t r i b u t e d t o each e f f e c t i v e l y r o b b e d p r i c i n g o f a f i r m 

f o u n d a t i o n . ^ H a m i l t o n summarised a l l t h e a r g u m e n t s g i v e n 

above when he d e s c r i b e d t h e c o n d i t i o n s u n d e r w h i c h c o m p e t i t i o n 

w o u l d work as f o l l o w s : 

A s t a n d a r d c o m m o d i t y , a f r e e and open m a r k e t , an 
i n c r e a s e i n u n i t expense w i t h m o u n t i n g v o l u m e , an 
o b l i g i n g absence o f t h e c o m p l e x i t i e s b r o u g h t by 
m u l t i p l e p r o d u c t s , a s e r i e s o f c o s t s f o r s k i l l s 
and m a t e r i a l s w h i c h a r e n o t t h e m s e l v e s r e f l e c t i o n s 
o f p r i c e - - t h e s e a r e p e c u n i a r y r e q u i s i t e s . But 
o t h e r s a r e a l m o s t as e s s e n t i a l - - a n i n d u s t r y open 
t o newcomers; want o f p a t e n t s and o t h e r l e g a l s a n c t i o n s 
w i t h w h i c h t o f e n c e a b o u t c l o s e d d o m a i n s ; a f r e e d o m 
f r o m p r i v a t e g o v e r n m e n t t h r o u g h p r i c e l e a d e r s h i p 
o r an i n t r i c a t e a r r a y o f t r a d e p r a c t i c e s ; an i n s t i t 
u t i o n o f b a n k r u p t c y w h i c h p r o m p t l y l i q u i d a t e s t h e 
o b s o l e s c e n t v e n t u r e . ^ 

H a m i l t o n f o u n d few i n d u s t r i e s t h a t c o n f o r m e d t o t h i s p a t t e r n 

and c o n c l u d e d t h a t few i n d u s t r i e s were t h e r f o r e a d e q u a t e l y 

c o n t r o l l e d by c o m p e t i t i o n . 

H a m i l t o n a l s o d e v e l o p e d a s e t o f a r g u m e n t s t o show t h a t 

u nder t h e p r e s e n t s y s t e m w o r k e r s had been r o b b e d o f " o w n e r s h i p , 

i n i t i a t i v e , and power" d e s p i t e t h e e x i s t e n c e o f a d e m o c r a t i c 

47. W.H. H a m i l t o n , P r i c e and. P r i c e P o l i c i e s , pp.547-549. 
48. W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , p.540. 
49. W.H. H a m i l t o n , " C o a l and t h e Economy--A D e m u r r e r , " o p . c i t • , 

p.596; see a l s o W. Rostow, " J o i n d e r i n D e m u r r e r , " op. c i t . , pp.613-
620. Rostow o b j e c t s g r e a t l y t o t h i s a r g u m e n t by " s y l l o g i s m . " 



p o l i t i c a l s y s t e m . ^ T h i s d e v e l o p m e n t was n o t , i n H a m i l t o n ' s 

v i e w , due t o any c o n s c i o u s d e s i r e on b e h a l f o f e m p l o y e r s , b u t 

was s o m e t h i n g t h a t r e s u l t e d f r o m t h e l o g i c o f t h e l a r g e s c a l e 

t e c h n o l o g y and f o r m o f o r g a n i s a t i o n w h i c h l e d t o w a r d s c o n c e n 

t r a t i o n . H a m i l t o n f e l t t h a t e m p l o y e r s were c o n s i d e r a b l y more 

p o w e r f u l t h a n w o r k e r s as t h e y c o u l d f o r w a r d and m a i n t a i n t h e i r 

i n t e r e s t s i n ways t h a t were d i f f i c u l t f o r w o r k e r s t o d u p l i c a t e . 

At t h e "apex" o f t h e i n d u s t r i a l o r g a n i s a t i o n : 

a r e t h e e n t r e p r e n e u r s , r e c i p i e n t s o f l a r g e i n c o m e s , 
endowed w i t h c o m p r e h e n s i v e i n d u s t r i a l p o w e r s , and, 
p e r h a p s most i m p o r t a n t o f a l l , p o s s e s s e d o f u n u s u a l 
c o n t r o l o v e r p u b l i c o p i n i o n . 

For t h e s e men t h e r e i s s o m e t h i n g o f an i d e n t i t y o f i n t e r e s t , as 

no m a t t e r how much t h e y compete w i t h each o t h e r , t h e y " a r e 

a l i k e opposed t o l e g i s l a t i o n o r i n f o r m a l a c t i o n d e s i g n e d t o 

i n c r e a s e t h e p r i c e o f c o s t goods" and a g r e e d on t h e d e s i r a b i l i t y 

o f any p o l i c y p r o m i s i n g an e x p a n s i o n o f b u s i n e s s . These i n t e r e s t 

a r e g i v e n a g r e a t d e a l o f w e i g h t due t o t h e i m p o r t a n c e o f 

m a n u f a c t u r i n g i n d u s t r y i n t h e p u b l i c mind and t h e g e n e r a l con-
5 2 

v i c t i o n t h a t "machine i n d u s t r i e s a r e a l l good." The b u s i n e s s 

and p e r s o n a l l i n k s o f t h e l a r g e c o n c e r n s w i t h s m a l l e r b u s i n e s s e s , 

t h e p r o f e s s i o n s , p a r t i c u l a r l y t h e l e g a l p r o f e s s i o n , t h e p r e s s , 

and t h e w o r l d o f f i n a n c e , means t h a t t h e i n t e r e s t s o f l a r g e 

b u s i n e s s w i l l a l s o be f o r w a r d e d by t h e s e o t h e r g r o u p s . 
A l l o f t h e s e , b a n k e r s , b r o k e r s , l a w y e r s , a d v e r t i s i n g 
m a nagers, e d i t o r s , and what n o t s , have i n t i m a t e 

50. W.H. H a m i l t o n , "The P r i c e System and S o c i a l P o l i c y , " 
o p . c i t . , pp.83-85. 

51 . I b i d . , p. 107. 
52. I b i d . , p.109. 
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p e r s o n a l r e l a t i o n s w i t h r e s p o n s i b l e b u s i n e s s m e n . 
These t e n d t o a common v i e w p o i n t , common h a b i t s 
o f t h o u g h t , and a common t h e o r y o f s o c i a l w e l f a r e . 

On t h e o t h e r hand t h e r e i s t h e p r o l e t a r i a t , b u t H a m i l t o n 

v i e w e d t h e w o r k i n g c l a s s as " r a t h e r an a g g r e g a t i o n o f g r o u p s 
54 

t h a n a s i n g l e compact and h omogeneous u n i t . " Thus, a l t h o u g h 

t h e w o r k e r g e n e r a l l y b e l i e v e s p r e s e n t a r r a n g e m e n t s do n o t 

work i n h i s f a v o u r and he can i m a g i n e t h e p o s s i b i l i t y o f changes 

i n t h e s y s t e m t o b e n e f i t t h e w o r k i n g c l a s s , t h e s e a r e p e r c e i v e d 

as " m a t t e r s o f t h e l o n g t i m e , and he must l i v e h i s l i f e i n 
55 

t h e i m m e d i a t e f u t u r e . " W o r k i n g c l a s s a c t i o n s , w h a t e v e r 

t h e i r l o n g t e r m b e n e f i t s , may o n l y be u n d e r t a k e n a t c o n s i d e r a b l e 

c o s t i n s h o r t r u n , and because o f t h i s " t h e c o n s t r a i n t s o f £th_e/ 

i m m e d i a t e p o s i t i o n make t h e p r o m i s e s o f r e f o r m u n c e r t a i n and 

n e b u l o u s . " R a d i c a l i s m becomes a m a t t e r o f t h e " i n n e r l i f e " and 

n o t a m a t t e r o f o u t w a r d d i s p l a y . 

H a m i l t o n t h e r e f o r e f i n d s l i t t l e hope f o r change w i t h i n t h e 

i n d u s t r i a l o r b u s i n e s s s y s t e m i t s e l f . T h e r e i s , however, s t i l l 

t h e p o s s i b i l i t y o f g o v e r n m e n t a c t i o n o p e r a t i n g t o s a f e g u a r d t h e 
57 

c o m m u n i t y ' s w e l f a r e , a l t h o u g h t h i s l i n e o f a c t i o n was 
53. I b i d . , p. 112. 
54. I b i d . , p. 113. Se 
55. I b i d . , p. 113. 
56. I b i d . , p. 114. 
57. H a m i l t o n ' s i n v e s t 

a l s o i b i d . , p.114, n.1 

a t i o n s o f g o v e r n m e n t c o n t r o l and 
t h e o p e r a t i o n o f t h e l e g a l s y s t e m a r e c o n t a i n e d i n The P a t t e r n 
o f C o m p e t i t i o n , pp.53-99; " A f f e c t a t i o n w i t h P u b l i c I n t e r e s t , " 
Y a l e Law J o u r n a l 39 ( 1 9 3 0 ) : 1089-1112; " P r i c e - - B y Way o f L i t i g a t i o n , " 
o p . c i t . , pp. 1008-1036; "The C o n t r o l o f B i g B u s i n e s s , " The N a t i o n 
134 ( 1 9 3 2 ) : 591-593; The P o l i t i c s o f I n d u s t r y (New Y o r k , 1 9 5 7 ) ; 
P r i c e and P r i c e P o l i c i e s , pp.14-26 and 525-556; and "The Law, t h e 
Economy and M o r a l V a l u e s , " o p . c i t . , pp.248-274. 
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r e s t r i c t e d t o t h e e x t e n t t h a t g o v e r n m e n t and t h e c o u r t s a l s o 
5 8 

a c c e p t e d t h e " m e c h a n i s t i c " v i e w o f t h e c o m p e t i t i v e o r d e r . 

H a m i l t o n f o u n d t h a t t h e c o u r t s had e f f e c t i v e l y r e s t r i c t e d 

g o v e r n m e n t a c t i o n t o t h e case o f " n a t u r a l m o n o p o l i e s " such as 

p u b l i c u t i l i t i e s , where r e g u l a t i o n was a l l o w e d , and t o t h e 

c a s e o f o t h e r m o n o p o l i s e d i n d u s t r i e s where r e s t r a i n t o f t r a d e 
59 

c o u l d be p r e v e n t e d and t h e m onopoly b r o k e n up. Thus: 
...measures p r o p o s e d t o b r i n g p r i c e s u n d e r c o n t r o l , 
i f t h e y a r e t o r e c e i v e j u d i c i a l a p p r o v a l , must be 
i n a c c o r d w i t h t h e p i c t u r e o f t h e s t r u c t u r e o f 
i n d u s t r y and t h e n o t i o n s a b o u t t h e way i t w orks 
h e l d by t h e m a j o r i t y o f t h e c o u r t . I n t h e i r minds 
t h e two c l e a r c u t c l a s s e s o f c o m p e t i t i o n and 
m o nopoly d i v i d e i n d u s t r i e s between them...The 
sy s t e m o f c o n t r o l may be s e t down as t h r e e p r e s 
u m p t i o n s , w h i c h a r e t o be t a k e n i n o r d e r : p r i c e i s 
t o be l e f t t o f r e e e n t e r p r i s e ; t h e a n t i - t r u s t l a w s 
a r e t o be u s e d , i f need be, t o keep e n t e r p r i s e f r e e ; 
and i f f r e e e n t e r p r i s e c a n n o t be made t o work, r e s o r t 
i s t o be had t o f o r m a l p r i c e f i x i n g . ^ 

The weaknesses i n t h i s p o s i t i o n a r e , i n H a m i l t o n ' s v i e w , 

c o n s i d e r a b l e ; m a i n l y , i t f a i l s t o t a k e a c c o u n t o f t h e a r g u m e n t 
6 1 

t h a t c o m p e t i t i o n "makes f o r d i s o r d e r as w e l l as f o r o r d e r . " 

H a m i l t o n p o i n t s o u t t h a t t h e i n d u s t r i a l w o r l d c a n n o t be n e a t l y 

d i v i d e d i n t o c o m p e t i t i o n v e r s u s monopoly as " e l e m e n t s o f t h e two 
6 2 

a r e combined i n e n d l e s s p e r m u t a t i o n s i n v a r i o u s b u s i n e s s e s . " 

The c o m p e t i t i v e s y s t e m , f o r H a m i l t o n , may n o t work w e l l i n some 

i n d u s t r i e s and a t t e m p t i n g t o d e a l w i t h t h e p r o b l e m s o f modern 

c a p i t a l i s m by e n f o r c i n g c o m p e t i t i o n w i t h l a w s such as t h e 

Sherman A n t i - T r u s t A c t : 
58. W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n , pp.5-6. 
59. W.H. H a m i l t o n , " A f f e c t a t i o n w i t h P u b l i c I n t e r e s t , " o p . c i t 

pp.1 106-1 109. 
60 . I b i d . , p . 1107. 
6 1 . I b i d . , pp.1 108-1 109. 
62. I b i d . 
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made no t h r u s t a t g r o w i n g d a n g e r s . . . came t o no 
g r i p s w i t h t h e t r e n d s o f t h e times...made no 
a t t e m p t t o shape t h e d e v e l o p m e n t o f a r i s i n g 
c a p i t a l i s m . . . When t h e i n s i s t e n t need was t o com
mand t h e f u t u r e , i t l o o k e d t o t h e p a s t . On t h e 
eve o f t h e g r e a t e s t o f i n d u s t r i a l r e v o l u t i o n s , 
t h e N a t i o n a l Government was f i t t e d o u t w i t h a 
weapon f o r g e d t o meet t h e needs o f p e t t y t r a d e . , 

D J 

On t h e o t h e r hand, H a m i l t o n does f i n d some cause f o r 

o p t i m i s m i n t h a t some movement had been made i n j u d i c i a l 

j u d g e m e n t s t o w a r d s a "more r e a l i s t i c " c o n c e p t i o n o f t h e e conomic 

o r d e r . H a m i l t o n f e l t t h a t as t h e k n o w l e d g e o f how t h e s y s t e m 

a c t u a l l y o p e r a t e d grew t h e c o u r t s w o u l d g r a d u a l l y become more 

amenable t o o t h e r f o r m s o f c o n t r o l . ^ H a m i l t o n a r g u e d t h a t as 
t h e c o u r t s had a l l o w e d 

u n f a i r p r a c t i c e s , p o o r 

as l a w s t o c o n t r o l t h e 

l e g i s l a t i o n t o c o n t r a 

q u a l i t y o u t p u t s , w h i c 

" p l a n e o f c o m p e t i t i o n 

1 h o u r s o f w o r k , 

h he c h a r a c t e r i s e d 

," t h e same r e a l i s t i c 

a p p r o a c h s h o u l d be e x t e n d e d t o c o v e r such t h i n g s as t h e c o n t r o l 

o f p r i c e s . 

I f f r e e e n t e r p r i s e may f a i l t o e s t a b l i s h a w o r k i n g 
day w h i c h i s n o t t o o l o n g , o r t o e n s u r e q u a l i t y 
i n wares o f f e r e d f o r s a l e , i t may f a i l i n t h e m a k i n g 
o f p r i c e s . . . A case f o r r e g u l a t i o n must r e s t upon 
t h e p r e s e n c e o f m a l a d j u s t m e n t , t h e need f o r amendment, 
t h e r e l e v a n c e o f t h e remedy, and t h e p r o m i s e o f r e s u l t s . 
I n s h o r t , p r i c e - f i x i n g s h o u l d be h e l d v a l i d whenever 
" t h e r e i s any c o m b i n a t i o n o f c i r c u m s t a n c e s m a t e r i a l l y 
r e s t r i c t i n g t h e r e g u l a t i v e f o r c e o f c o m p e t i t i o n , so 
t h a t b u y e r s o r s e l l e r s a r e p l a c e d a t such a d i s a d v a n t a g e 
i n t h e b a r g a i n i n g s t r u g g l e t h a t s e r i o u s economic c o n 
sequences r e s u l t t o a v e r y l a r g e number o f members o f 
t h e c o m m u n i t y . " ^ 

H a m i l t o n , t h e r e f o r e , f e l t b o t h t h a t more c o n t r o l o v e r 

63. W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n , p.57. See 
a l s o W.H. H a m i l t o n , "The C o n t r o l o f B i g B u s i n e s s , " op.c i t . , p p . 5 9 1 -
593. 

64. W.H. H a m i l t o n , " A f f e c t a t i o n W i t h P u b l i c I n t e r e s t , " o p . c i t . , 
pp. 1 108-1 109... . 

65. I b i d . , pp.1110-1 1 1 1 . The q u o t e i s J u s t i c e S t o n e ' s . 
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i n d u s t r y mas n e c e s s a r y and t h a t i t would e v e n t u a l l y be a c h i e v e d 

as k n o w l e d g e a b o u t t h e s y s t e m grew and t h e c o u r t s a l l o w e d more 

g o v e r n m e n t i n t e r v e n t i o n . H a m i l t o n a d v o c a t e d no s i n g l e f o r m o f 

g o v e r n m e n t r e g u l a t i o n due t o t h e v a r i e t y o f i n d u s t r i a l c o n d i t i o n s , 

and a l s o a r g u e d t h a t any s y s t e m o f c o n t r o l must be c a p a b l e o f 

r e s p o n d i n g t o c h a n g i n g c i r c u m s t a n c e s . ^ For r e a s o n s such as 

t h e s e H a m i l t o n a r g u e d t h a t : 

We have ceased t o t h i n k i n t e r m s o f panaceas and 
n e i t h e r a r e t u r n t o t h e good o l d c o m p e t i t i v e 
s y s t e m o f o u r f a t h e r s n o r t h e a d o p t i o n o f a r e a d y -
made, hand-me-down s u b s t i t u t e w i l l meet c u r r e n t 
need. I f o u r i n d u s t r i e s a r e t o become i n s t r u m e n t s 
o f n a t i o n a l w e l l b e i n g , we must employ a v a r i e d 
p r o g r a m o f economic c o n t r o l . T h r e e d i s t i n c t t y p e s 
o f o r g a n i s a t i o n seem t o be p r o m i s i n g . I n d u s t r i e s 
w h i c h p r o d u c e n o n - e s s e n t i a l s and can w i n o n l y a 
l i m i t e d t r a d e a g a i n s t t h e a l l u r e m e n t s o f u n l i k e 
w ares demand l i t t l e p u b l i c c o n t r o l ; t h e i r a c t i v i t i e s 
may w e l l be e n t r u s t e d t o t h e c a p r i c i o u s s o l i c i t u d e 
o f t h e m a r k e t . I n d u s t r i e s s uch as r a i l r o a d s and 
power, w h i c h a r e l i n k e d w i t h a l l t h e a c t i v i t i e s o f 
t h e economic o r d e r demand a l a r g e s o c i a l o v e r s i g h t ; 
t h i s may be met e i t h e r by an a d m i n i s t r a t i v e c o m m i s s i o n 
o r by p u b l i c o w n e r s h i p . I n d u s t r i e s such as c o a l 
and s t e e l , w h i c h have d i s t i n c t i v e g r o u p s o f c u s t o m e r s 
may be o r g a n i s e d f r o m w i t h i n u n d e r a c o n t r o l i n w h i c h 
p r o d u c e r s and consumers a l i k e s h a r e . ^ 

I n h i s l a t e r work H a m i l t o n became somewhat l e s s c o n f i d e n t 

a b o u t t h e use o f t h e j u d i c i a l s y s t e m , c o m m i s s i o n s , o r g o v e r n m e n t 

a g e n c i e s t o c o n t r o l i n d u s t r y . H a m i l t o n n o t e d t h a t t h e c o u r t s 

were n o t an a p p r o p r i a t e v e h i c l e t o c o n t r o l i n d u s t r y because o f 

t h e l e n g t h o f t i m e i n v o l v e d i n j u d i c i a l p r o c e e d i n g s , t h e l a c k 

o f economic e x p e r t i s e a t t h e d i s p o s a l o f t h e c o u r t , and t h e 

t e n d e n c y f o r l e g a l r e g u l a t i o n s t o become t h e b a s i s o f new v e s t e d 

66. W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , p.555. 
67. W.H. H a m i l t o n . "The C o n t r o l o f B i g B u s i n e s s , " o p.c i t . , 

p.593. 
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became i d e n t i f i e d w i t h t h e i n d u s t r i e s t h e y were supposed t o be 

r e g u l a t i n g , and f r e q u e n t l y became bogged down i n a mass o f 

d e t a i l w i t h t h e r e s u l t t h a t t h e i r r e a l p u r p o s e was l o s t s i g h t 

o f . A c c o r d i n g t o H a m i l t o n , C o n g r e s s f a i l e d t o p r o p e r l y s u p e r 

v i s e t h e c o m m i s s i o n s and t h e c o m m i s s i o n s s o m e t i m e s w i t h h e l d 
6 9 

i n f o r m a t i o n f r o m C o n g r e s s . 

H a m i l t o n ' s e x p e r i e n c e w i t h t h e New D e a l and t h e N.R.A., 

a l s o l e d him t o e x p r e s s c r i t i c i s m o f d i r e c t r e g u l a t i o n by 

go v e r n m e n t d e p a r t m e n t s and a g e n c i e s , a f o r m o f c o n t r o l he had 

s u p p o r t e d on t h e b a s i s o f h i s e x p e r i e n c e i n t h e War I n d u s t r i e s 
70 

Board d u r i n g t h e F i r s t W o r l d War. H a m i l t o n went as f a r as t o 

a r g u e : 
The N.R.A., b r i e f as was i t s l i f e , s t a g e d a f u l l -
d r e s s p e r f o r m a n c e o f t h e h a z a r d s o f t h e a d m i n i s t r a t i v e 
p r o c e s s . Wide powers were g r a n t e d - - t o become s a n c t i o n s 
u n d e r w h i c h t h e s t r a t e g i c g r o u p c o u l d l o r d i t o v e r 
i n d u s t r y . The s t r o n g were s e r v e d w i t h t h e a f f e c t a t i o n 
o f p r o t e c t i n g t h e weak; m a n a g e r i a l p r i v i l e g e was en
t r e n c h e d u n d e r a p i c t u r e o f f a i r n e s s t o t h e l i t t l e 
f e l l o w and t o l a b o r . R u l e s were w r i t t e n , p r e s e n t l y 
t o be s m o t h e r e d b e n e a t h a f l o o d o f e x c e p t i o n s ; t h e 
vague c l a u s e s i n codes were made t o mean what i n t e r 
e s t e d p a r t i e s wanted them t o mean; " e m e r g e n c i e s " were 
i n v o k e d t o j u s t i f y o r d e r s w h i c h o t h e r w i s e w o u l d have 
been intolerable.„, 

68. These t h e o r i e s a r e e x p l o r e d i n d e p t h i n W.H. H a m i l t o n , 
" A f f e c t a t i o n W i t h P u b l i c I n t e r e s t , " o p . c i t . , pp . 1111-1112 ; W.H. 
H a m i l t o n , " P r i c e - - B y Way o f L i t i g a t i o n , " o p . c i t . , p a s s i m ; W.H. 
H a m i l t o n , The P o l i t i c s o f I n d u s t r y , pp.142-152; and W.H. H a m i l t o n , 
The P a t t e r n o f C o m p e t i t i o n , pp.53-82. 

69. For H a m i l t o n ' s c r i t i c i s m s o f c o m m i s s i o n s see W.H. H a m i l t o n , 
The P o l i t i c s o f I n d u s t r y , pp.152-160; and W.H. H a m i l t o n , "The 
Law, t h e Economy and M o r a l V a l u e s , " o p . c i t . , pp.265-270. 

70. F or H a m i l t o n ' s v i e w s a f t e r the. F i r s t .World War see t h e 
i n t r o d u c t i o n t o W.H. H a m i l t o n e t a l . , R e a d i n g s i n t h e Economics o f 
War ( C h i c a g o , 1918),, p p . x i - x v . . 

7 1 . W.H. H a m i l t o n , The P a t t e r n o f C o m p e t i t i o n , p.98; see 
a l s o , W.H. H a m i l t o n , "The Law, t h e Economy.,, and M o r a l V a l u e s , " 
o p . c i t . , pp.267-270; W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , p.548. 
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On t h e o t h e r hand, H a m i l t o n m a i n t a i n e d a b e l i e f i n co

o p e r a t i o n , i n j o i n t management by e m p l o y e r s , w o r k e r s , and 

c o n s u m e r s , and f e l t t h a t uuorker e d u c a t i o n and f u r t h e r economic 

r e s e a r c h c o u l d o n l y h e l p . N e v e r t h e l e s s , H a m i l t o n r e t r e a t e d 

f r o m d e s i g n i n g a s y s t e m o f c o n t r o l , and came t o r e l y more on 

h i s " d o m i n a n t m o r a l r e q u i r e m e n t s . " Thus: 

. . . i f a b l u e p r i n t i s i m p o s s i b l e , t h e r e a r e v a l u e s 
t o shape c h o i c e . . . T h e economy o f t o d a y c a l l s f o r 
i t s d e g r e e o f r e g e n e r a t i o n . I t demands more t h a n 
o t h e r e conomies t h a t t h e g e a r s engage, t h a t t h e 
s w i t c h e s l o c k . I t n e c e s s i t a t e s a g r e a t c o - o p e r a t i v e 
e f f o r t o f t h e f i r s t m a g n i t u d e , w h i c h t o a c o n s i d e r a b l e 
e x t e n t i n v i t e s r e g u l a t i o n . But i n t h i s p r o c e s s i t 
i s i m p e r a t i v e t h a t t h e c r y o f e n t e r p r i s e be n o t s t i l l e d , 
t h a t t h e m i n o r i t y be a l l o w e d t o have i t s c h a n c e , and 
t h a t t h e r e be a t h o u s a n d p o i n t s i n t h e l a r g e r s y s t e m 
a t w h i c h c r e a t i v e t h o u g h t and e f f o r t may be a p p l i e d . ^ 

I n c o n c l u s i o n , t h e n , H a m i l t o n n e v e r d e v e l o p e d a g e n e r a l i s e d 

i n s t i t u t i o n a l t h e o r y , n o r d i d he e v e r d e v e l o p a c l e a r programme 

o f r e f o r m . T h i s r e s u l t was a d i r e c t c o n s e q u e n c e o f H a m i l t o n ' s 

c o n c r e t i s m , and h i s c o n c l u s i o n t h a t t h e r e i s "no a r t i c u l a t e 

n a t i o n a l economy b u t o n l y a hegemony o f i n d e p e n d e n t and o v e r -
73 

l a p p i n g e conomies ," w h i c h i m p l i e s t h a t e conomic i n v e s t i g a t i o n 

and r e f o r m must p r o c e e d on an i n d u s t r y by i n d u s t r y b a s i s . I t 

a p p e a r s , t h e n , t h a t H a m i l t o n ' s commitment t o r e a l i s m l e d him 

t o a p o s i t i o n where a g e n e r a l t h e o r y o f i n s t i t u t i o n a l p r o c e s s 

became u n o b t a i n a b l e . The p e n a l t i e s H a m i l t o n p a i d f o r t h i s v i e w 

were c o n s i d e r a b l e . Much o f h i s work i s d e s c r i p t i v e i n c h a r a c t e r , 

and t h e r e i s o f t e n l i t t l e b a s i s p r o v i d e d f o r t h e p r e d i c t i o n o f 

t h e e f f e c t s o f p o l i c y , H a m i l t o n s ometimes a r g u i n g f o r e x p e r i m 

e n t a t i o n w i t h p o l i c i e s . H i s i n d u s t r y by i n d u s t r y a p p r o a c h a l s o 

72. W.H. H a m i l t o n , The P o l i t i c s o f I n d u s t r y , pp.166-167. 
73. W.H. H a m i l t o n , P r i c e and P r i c e P o l i c i e s , p.13. 
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l e d him away f r o m a d v o c a t i n g any g e n e r a l m a c r o e c o n o m i c p o l i c i e s , 

as can be seen i n h i s o b j e c t i o n s t o t h e use o f d e f i c i t f i n a n 

c i n g on t h e b a s i s t h a t t h e r e a c t i o n s e n g e n d e r e d i n p a r t i c u l a r 
7 4 

i n d u s t r i e s m i g h t n o t be d e s i r a b l e . 

H a m i l t o n ' s work i s a l s o m a r r e d i n s e v e r a l o t h e r r e s p e c t s . 

H i s c o n t e n t i o n t h a t l e s s t h a n p e r f e c t k n o w l e d g e , j o i n t p r o d u c t s , 

v a r i a b i l i t y i n e f f i c i e n c y b e t w e e n f i r m s , t h e e x i s t e n c e o f 

monopoly o r i m p e r f e c t c o m p e t i t i o n , i n g e n e r a l t h e i m p l i c a t i o n 

t h a t t h e l a w s o f c o m p e t i t i o n a r e n o t " n i c e l y a r t i c u l a t e d , " 

h a r d l y p r o v i d e s an a d e q u a t e b a s i s f o r h i s r e j e c t i o n o f t h e 
i 

o r t h o d o x t r e a t m e n t o f m a r k e t m e c h a n i c s . 

H a m i l t o n , however, i s s e e k i n g t o go f u r t h e r t h a n t h i s , and, 

i n d e e d , f u r t h e r t h a n V e b l e n ' s o b j e c t i o n s , w h i c h were based on 

t h e r o l e o f an e m u l a t i v e and p r o f i t - c e n t r e d s y s t e m i n c r e a t i n g 

m o nopoly and a d v e r s e e f f e c t s on o u t p u t , p r i c e s and s e r v i c e a b i l i t y . 

H a m i l t o n a t t e m p t s t o show t h a t even i n c o m p e t i t i v e i n d u s t r i e s , 

t h e m a r k e t s y s t e m may work t o c r e a t e " d i s o r d e r , " i n t h e sense 

o f a l a c k o f c o o r d i n a t i o n , w a s t e , i n e f f i c i e n c y , o v e r c a p a c i t y 

and t h e l i k e . U n f o r t u n a t e l y , H a m i l t o n ' s a r g u m e n t s on t h i s s c o r e 

a r e v e r y weak. I n o r d e r t o p r o v e h i s p o i n t H a m i l t o n a t t e m p t s t o 

a r g u e t h a t b u s i n e s s m e n i n some i n d u s t r i e s f a i l t o r e s p o n d t o 

t h e s i g n a l s o f t h e p r i c e s y s t e m i n a r a t i o n a l f a s h i o n . I n o r d e r 

t h a t H a m i l t o n can l a y t h e blame on t h e c o m p e t i t i v e s y stem he 

must a r g u e t h a t t h e a p p r o p r i a t e r e s p o n s e i s r u l e d o u t by t h e 

i n s t i t u t i o n a l s t r u c t u r e o f t h e c o m p e t i t i v e s y s t e m i t s e l f , b u t 

t h i s he , i n f a c t , f a i l s t o do. I n d e e d , i t i s o f t e n t h e case t h a t 

7 4 . W.H. H a m i l t o n , " C o a l and t h e Economy--A D e m u r r e r , " 
o p . c i t . , pp.611-612. 
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H a m i l t o n a r g u e s b o t h t h a t t h e i n s t i t u t i o n s o f t h e p r i c e s y s t e m 

and p r o f i t m a k i n g h o l d t o o much sway, r e s u l t i n g i n a l a c k o f 

r e g a r d f o r n o n - p e c u n i a r y o b j e c t i v e s , and t h a t t h e y have t o o 

l i t t l e sway, r e s u l t i n g i n a c t i o n on t h e b a s i s o f custom o r 

i g n o r a n c e . 

I l l H a m i l t o n and t h e I n s t i t u t i o n a l i s t Movement. 

D e s p i t e t h e o b v i o u s weaknesses o f H a m i l t o n ' s m e t h o d o l o g i c a l 

p o s i t i o n , many o t h e r w r i t e r s t o o k a s i m i l a r l i n e , and one com

m e n t a t o r has g i v e n H a m i l t o n some s h a r e i n t h e r e s p o n s i b i l i t y f o r 
75 

t h i s . Among t h o s e w r i t e r s who came c l o s e t o H a m i l t o n ' s 

a p p r o a c h were R.F. H o x i e , a p u p i l o f V e b l e n ' s and a c l o s e f r i e n d 

o f H a m i l t o n ' s , W.W. S t e w a r t who worked w i t h b o t h l/ e b l e n and 

H a m i l t o n , and I . L u b i n who was a l s o a p u p i l o f U e b l e n ' s and who 

s t u d i e d and worked w i t h H a m i l t o n a t t h e I n s t i t u t e o f E c o n o m i c s , 

l a t e r t h e B r o o k i n g s I n s t i t u t i o n , and H.G. M o u l t o n who became 

t h e d i r e c t o r o f t h e B r o o k i n g s I n s t i t u t i o n . 

H o x i e ' s work on m e t h o d o l o g y i n v o l v e d t h e use o f an " e m p i r i c a l 

method" b u i l t on a p r a g m a t i c and p r o b l e m c e n t r e d a p p r o a c h . 

H o x i e d i s t i n g u i s h e d h i s method f r o m mere d e s c r i p t i o n as 
t h e economic p r o b l e m and t h e t a x o n o m i c end a r e 
as c l e a r i n t h e m i nd...as i n t h e case o f o r t h o d o x 
i n s t r u c t i o n . Hence t h e s t u d e n t i s n o t s e n t o u t , 
as i n p u r e l y d e s c r i p t i v e w ork, t o g a t h e r f a c t s a t 
random f o r t h e f a c t ' s s a k e , as w i t h t h e i d e a t h a t 
a l l e conomic f a c t s a r e o f t h e same c a u s a l v a l u e . 
R a t h e r he i s g u i d e d a t t h e b e g i n n i n g and t h r o u g h o u t 
t o t h e s e l e c t i o n o f f a c t s w h i c h i n v o l v e d e f i n i t e 
e c o n o m i c problems.„, 

75. D. H a m i l t o n , "Why i s I n s t i t u t i o n a l Economics Not 
I n s t i t u t i o n a l ? , " op . c i t . , pp.311-312. 

76. R. F.. Hoxie.,. "On. the. E m p i r i c a l Method o f Economic 
I n s t r u c t i o n , " J o u r n a l o f P o l i t i c a l Economy 9 ( 1 9 0 1 ) : 4 9 1 . See a l s o 
R.H. Hoxie.,. "His.to.r.ica.l Method V e r s u s H i s t o r i c a l N a r r a t i v e , " 
J o u r n a l o f P o l i t i c a l Economy 14 ( 1 9 0 6 ) : 568-572; and R.F. H o x i e , 
" S o c i o l o g y and O t h e r S o c i a l S c i e n c e s , " A m e r i c a n J o u r n a l o f 
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I n h i s l a t e r work H o x i e d i d n o t s u b s t a n t i a l l y a l t e r t h e s e 

v i e w s , a l t h o u g h he d i d e l a b o r a t e on them c o n s i d e r a b l y and came 

t o p l a c e a much h e a v i e r e m p h a s i s on t h e r o l e o f p r o b l e m s o l v i n g 

i n p r o v i d i n g a f o c u s f o r e m p i r i c a l work. T h i s p r a g m a t i c e l e m e n t 

i n H o x i e 1 s t h i n k i n g i s shown c l e a r l y when he a r g u e s : 

. . . i s i t n o t t r u e t h a t i n r e a l i t y a l l s c i e n t i f i c 
i n v e s t i g a t i o n i s u n d e r t a k e n i n f u r t h e r a n c e o f 
some d e f i n i t e , v i t a l , human i n t e r e s t ? We w i s h t o 
c o n t r o l t h e f o r c e s a t hand so as t o b e t t e r r e a l i z e 
some human p u r p o s e , t h e r e f o r e we seek t o comprehend 
t h e e x i s t i n g s i t u a t i o n f r o m t h e s t a n d p o i n t o f t h e 
p u r p o s e o r i n t e r e s t i n q u e s t i o n . . . We seek t o u n d e r 
s t a n d t h e p r e s e n t i n i t s r e l a t i o n t o t h e i n t e r e s t 
a t s t a k e , t h e p r o b l e m i n hand. W i t h t h i s end i n 
v i e w we go as s c i e n t i s t s t o t h e p a s t - - t o h i s t o r y - -
n o t t o e n d e a v o u r t o " r e c o n s t r u c t t h e p a s t " b u t 
f o r l i g h t on t h e p r a c t i c a l p r o b l e m b e f o r e u s . ^ 

For H o x i e t h i s p r o b l e m c e n t r e d a p p r o a c h a v o i d e d t h e d i f f i c u l t i e s 

i n a t t e m p t i n g t o g r a p p l e w i t h an " a l l i n c l u s i v e , a l l s u f f i c i e n t 
7 8 

s c i e n c e o f human e x p e r i e n c e . " Thus, human e x p e r i e n c e : 
...can be v i e w e d as a whole f r o m a h u n d r e d d i f f e r e n t 
a s p e c t s , and as a w h o l e a n a l y s e d and r e c o n s t r u c t e d 
w i t h r e f e r e n c e t o any one o f t h e s e . But i t c a n n o t 
be a n a l y s e d f r o m more t h a n one a s p e c t a t a t i m e , o r 
r e c o n s t r u c t e d on t h e b a s i s o f more t h a n one p r i n c i p l e 
o f c l a s s i f i c a t i o n a t a t i m e . ^ g 

Thus, t o H o x i e each s o c i a l s c i e n c e i s d i s t i n c t , n o t nec

e s s a r i l y i n t e r m s o f t h e d a t a t h a t each c o n s i d e r s b u t i n t e r m s 

o f t h e i n t e r e s t o r p r o b l e m t h a t each i s c o n c e r n e d w i t h . Each 

s e p a r a t e s c i e n c e s h o u l d l o o k a t t h e whole b u t i n d i f f e r e n t ways, 

S o c i o l o g y 12 ( 1 9 0 7 ) : 739-755. 
77. R.F. H o x i e , " H i s t o r i c a l Method v s . H i s t o r i c a l N a r r a t i v e , " 

o p . c i t . , p.569. 
78. R.F. H o x i e , " S o c i o l o g y and t h e O t h e r S o c i a l S c i e n c e s , " 

o p . c i t . , p . 7 5 1 ; i n t h i s a r t i c l e H o x i e i s o b j e c t i n g t o A.W. S m a l l ' s 
v i e w t h a t s o c i o l o g y be seen as an a l l - i n c l u s i v e s c i e n c e . H o x i e 
a r g u e s t h a t " i t i s one t h i n g t o a s s e r t t h a t human e x p e r i e n c e i s 
one u n i f i e d w h o l e . I t i s q u i t e a n o t h e r t o a s s e r t t h a t i t can be 
s c i e n t i f i c a l l y a p p r e h e n d e d as s u c h . " 

79. I b i d . , p.749. 
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and f o r H o x i e t h e economic p r o b l e m o r i n t e r e s t mas c e n t r e d 

on " a l l f a c t s c o n n e c t e d w i t h t h e s a t i s f a c t i o n o f human wants 
8 D 

t h r o u g h m a t e r i a l means, a t t a i n e d by human e f f o r t . " 
I t was f r o m H o x i e ' s work t h a t H a m i l t o n d e v e l o p e d h i s i d e a 

81 

o f " o r g a n i c p a r t i c u l a r i s m , " b u t H o x i e ' s e f f o r t s a l o n g t h e s e 

l i n e s p r o v e d no more f r u i t f u l t h a n H a m i l t o n ' s . H o x i e s p e n t 

most o f h i s c a r e e r s t u d y i n g t h e t r a d e u n i o n movement i n an 

a t t e m p t t o a r r i v e a t t h e " g e n e r a l p r i n c i p l e s " o f u n i o n b e h a v i o u r . 

I n f a c t , a l l t h a t emerges f r o m H o x i e ' s work i s a l i s t o f u n i o n 

t y p e s ; " b u s i n e s s u n i o n i s m , " w h i c h a c c e p t s t h e e x i s t i n g c a p i t a l 

i s t o r d e r ; " u p l i f t u n i o n i s m , " w h i c h seeks t o e l e v a t e t h e 

i n t e l l e c t u a l and m o r a l l i f e o f t h e w o r k e r ; " r e v o l u t i o n a r y u n i o n i s m , " 

w h i c h r e p u d i a t e s t h e e x i s t i n g i n s t i t u t i o n a l o r d e r ; and " p r e d a t o r y 

u n i o n i s m , " w h i c h i s w h o l l y p r a g m a t i c and i n v o l v e s t h e " r u t h l e s s 

p u r s u i t o f t h e t h i n g i n hand by w h a t e v e r means" r e g a r d l e s s o f 

e t h i c s o r l e g a l c o d e s . ^ 

H o x i e a t t a i n e d no s a t i s f a c t o r y g e n e r a l i s a t i o n s c o n c e r n i n g 

t h e f o r c e s d e t e r m i n i n g t h e s e v a r i o u s p a t t e r n s o f u n i o n b e h a v i o u r , 

b u t i t i s i n t e r e s t i n g t o n o t e t h a t H o x i e , l i k e H a m i l t o n , had 
8 3 

l i t t l e f a i t h t h a t u n i o n s w o u l d a c t as a p r o g r e s s i v e f o r c e . On 

t h i s b a s i s H o x i e c r i t i c i s e d V/eblen, who, he f e l t , had p l a c e d 

t o o much emp h a s i s on t h e " m a t e r i o - e c o n o m i c e n v i r o n m e n t " as a 
84 

" f o r m a t i v e f o r c e . " I t s h o u l d , however, be n o t e d t h a t H o x i e ' s 

80. I b i d . , pp.748-755; and R.F. H o x i e , "On t h e E m p i r i c a l 
Method o f Economic I n s t r u c t i o n , " o p . c i t . , p.488. 

8 1 . W.H. H a m i l t o n , "The D e v e l o p m e n t o f H o x i e ' s E c o n o m i c s , " 
o p . c i t . , n . 6 9 . 

82. R.F. H o x i e , T r a d e U n i o n i s m i n t h e O n i t e d S t a t e s (New 
York, 1 9 2 4 ) , p p . 4 5 - 5 1 . 

83. I b i d - , pp.98-99, 134-135, 173-174. 
84. I b i d • , pp.350-375. See a l s o P.3. M c N u l t y , " H o x i e ' s 

Economics i n R e t r o s p e c t : The M a k i n g and Unmaking o f a V e b l e n i a n , " 
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v/iew o f l / e b l e n was based on V e b l e n ' s e a r l i e r and more d e t e r -
. . . . ... 85 

m i m s t i c w r i t i n g s . 

S t e w a r t ' s c o n c e r n s were c o n f i n e d a l m o s t e n t i r e l y t o t h e 

m o n e t a r y s y s t e m , and p a r t i c u l a r l y t h e r o l e o f c r e d i t and t h e 

F e d e r a l Reserv/e System. S t e w a r t w i s h e d t o d e v e l o p an i n s t i t u 

t i o n a l o r " f u n c t i o n a l " t h e o r y o f money, b u t i n f a c t n e v e r 

managed t o f u l l y d e v e l o p such a t h e o r y . S t e w a r t f e l t t h a t t h e 

q u a n t i t y t h e o r y a p p r o a c h t o m o n e t a r y t h e o r y was i n c o r r e c t , as 

i t i g n o r e d t h e i n s t i t u t i o n a l f u n c t i o n i n g o f t h e b a n k i n g and 

p r i c e s y s t e m s , and t h e r o l e o f such t h i n g s as t h e b u s i n e s s m a n ' s 

b e l i e f i n t h e s t a b i l i t y o f t h e d o l l a r i n d e t e r m i n i n g t h e a c t u a l 
8 6 

p u r c h a s i n g power o f money. " These c o n c e r n s l e d S t e w a r t t o an 
a t t e m p t t o d e v e l o p i n d e x e s o f p r i c e s and p r o d u c t i o n i n o r d e r t o 

8 7 

p r o v i d e some s t a t i s t i c a l b a c k g r o u n d f o r t h e d i s c u s s i o n . I n 

S t e w a r t ' s v i e w t h e o p e r a t i o n o f t h e m o n e t a r y and p r i c e s y s t e m 

c o u l d o n l y be u n d e r s t o o d by u t i l i s i n g a c o m b i n a t i o n o f s t a t i s t i c a l 

and i n s t i t u t i o n a l a n a l y s i s t o g e t h e r w i t h a modern p s y c h o l o g y n o t 

H i s t o r y o f P o l i t i c a l Economy 5 ( 1 9 7 3 ) : 449-484. 
85. R.F. H o x i e d i e d i n 1916 and h i s o p i n i o n o f V/eblen was 

based on wo r k s such as The T h e o r y o f B u s i n e s s E n t e r p r i s e , w h i c h 
c e r t a i n l y p u t c o n s i d e r a b l e e m p h a s i s on t h e " d i s c i p l i n e o f m a c h i n e 
t e c h n o l o g y " i n f o r m i n g h a b i t s o f t h o u g h t . M c N u l t y s u g g e s t s t h a t 
H o x i e was c o n c e r n e d t o i n v e s t i g a t e what he saw as V e b l e n ' s i d e a s 
t h a t m a c h i n e t e c h n o l o g y w o u l d l e a d t o w o r k e r s d e v e l o p i n g d i f f e r e n t 
h a b i t s o f t h o u g h t and t h a t w o r k e r s w o u l d be a p r o g r e s s i v e f o r c e . 
I t s h o u l d be n o t e d t h a t by 1923, i n A b s e n t e e O w n e r s h i p , V e b l e n 
h i m s e l f was u s i n g t h e c o n c e p t o f " b u s i n e s s u n i o n i s m " and d i d n o t 
r e g a r d u n i o n s as l i k e l y t o engage i n r e f o r m a c t i v i t i e s . See P.O. 
M c N u l t y , op. c i t . ; L. Fishman, " l / e b l e n , H o x i e , and A m e r i c a n L a b o r , " 
i n D. Dowd, e d . , op . c i t . , .pp.221-226. 

86. W.W. S t e w a r t , " S o c i a l V a l u e and t h e T h e o r y o f Money," 
J o u r n a l o f P o l i t i c a l Economy 25 ( 1 9 1 7 ) : 984-1002. 

8 7... W.W.. S t e w a r t , "An I n d e x Number o f P r o d u c t i o n , " A m e r i c a n 
Economic Review 1 1 ( 1 9 2 1 ) : 57-70; W.W. S t e w a r t , . "Plan, f o r Con
s t r u c t i o n o f an Index. Number o r P r i c e s , " F e d e r a l Reserve B o a r d , 
D i v i s i o n o f A n a l y s i s and R e s e a r c h , 1919. 
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based on h e d o n i s m . 

S t e w a r t f e l t t h a t changes i n t h e g e n e r a l l e v / e l o f p r i c e s 

c o u l d emerge f r o m many s o u r c e s , and were t h e r e s u l t o f d i v e r s e 

movements w i t h i n t h e p r i c e s y s t e m . Changes i n t h e s u p p l y o f 

bank c r e d i t were o n l y a p a r t o f t h e s t o r y , f l u c t u a t i o n s i n t h e 

l e v e l o f o u t p u t b e i n g j u s t as i m p o r t a n t . S t e w a r t ' s m a j o r 

c o n c e r n was w i t h s t a b i l i s i n g t h e l e v e l o f o u t p u t and p r i c e s , 

and t o t h i s end he a r g u e d t h a t w h i l e t h e F e d e r a l Reserve may be 

u s e f u l i n p r e v e n t i n g p a n i c s , i t s p o l i c y weapons were h a r d l y 
8 9 

s t r o n g enough t o c o n t r o l t h e volume o f c r e d i t . S t e w a r t ad

v o c a t e d t h e use o f open m a r k e t o p e r a t i o n s and d i r e c t c o n t r o l s 

on c r e d i t c r e a t i o n , b u t even w i t h t h e s e e x t r a weapons S t e w a r t 

d i d n o t t h i n k m o n e t a r y c o n t r o l w o u l d be s u f f i c i e n t . He t h e r e 

f o r e a l s o a d v o c a t e d t h e d e v e l o p m e n t o f a k i n d o f F e d e r a l R e s e r v e 

s y s t e m t o r e g u l a t e t h e s y s t e m o f p r o d u c t i o n , and was a c h a m p i o n 

o f p r i c e c o n t r o l , c i t i n g t h e e x p e r i e n c e i n t h e y e a r s o f t h e 
90 

F i r s t W o r l d War as e v i d e n c e o f i t s p o t e n t i a l u s e f u l n e s s . 

A t t a c k s on t h e q u a n t i t y t h e o r y a l s o came f r o m H.G. M o u l t o n , 

who was an a d m i r e r o f V e b l e n and worked w i t h H a m i l t o n on a 

number o f p r o j e c t s . M o u i t o n was t o become t h e d i r e c t o r o f t h e 

B r o o k i n g s I n s t i t u t i o n . M o u l t o n ' s e a r l y work c o n s i s t e d o f 

l a r g e l y d e s c r i p t i v e t r e a t m e n t s o f t h e f i n a n c i a l s y s t e m . For 
88. W.W. S t e w a r t , "Economic T h e o r y - - D i s c u s s i o n , " A m e r i c a n 

Economic Review 9, supp. ( 1 9 1 9 ) : 319. 
89. W.W. S t e w a r t , " C o n t r o l l i n g B u s i n e s s C y c l e s - - D i s c u s s i o n , " 

A m e r i c a n Economic Review -12^, supp.- (19,22) : ;42. ; See a l s o J. D o r f m a n , 
The Economic Mind i n A m e r i c a n C i v i l i z a t i o n 5: 416-41.7. 

90. J. D o r f m a n , i b i d . , pp.416-425;. and W.W. S t e w a r t , "Con
t r o l l i n g B u s i n e s s C y c l e s - - D i s c u s s i o n , " op . c i t . , p a s s i m . For an 
i n t e r e s t i n g l i g h t on S t e w a r t ' s v i e w s on t h e r e l a t i v e l a c k o f 
e f f e c t i v e n e s s o f m o n e t a r y e x p a n s i o n , as a c u r e f o r d e p r e s s i o n , see 
W.W. S t e w a r t , M o n e t a r y P o l i c y and Economic P r o s p e r i t y ; T e s t i m o n y 
o f Dr. W.W. S t e w a r t B e f o r e t h e M a c M i l l a n C o m m i t t e e , J u l y 3-4, 1930 



M o u l t o n t h e d e t e r m i n a t i o n o f t h e l e v e l o f p r i c e s was " i n t e r 

woven w i t h t h e whole f a b r i c o f b u s i n e s s e n t e r p r i s e , " and 

c o n t r o l o f p r i c e movements "must be e n v i s a g e d i n t e r m s as b r o a d 

as t h e n a t u r e o f t h e p r o b l e m w h i c h i s t o be c o n t r o l l e d - - t h a t 

i s , i t must i n c l u d e a l l o f t h e f a c t o r s w h i c h i n f l u e n c e p r i c e s 
91 

i n a f i n a n c i a l l y o r g a n i z e d s o c i e t y . " 

A l t h o u g h M o u l t o n a g r e e d w i t h l / e b l e n t h a t i n v e s t m e n t b a n k e r s 

had c o n s i d e r a b l e d i s c r e t i o n a r y power, he d i d n o t see l / e b l e n 1 s 

c r i t i c i s m o f t h e use o f t h a t power as l e g i t i m a t e , as he p o i n t e d 

o u t t h a t b a n k e r s c o u l d n o t c o n t r o l t h e b u s i n e s s s y s t e m i n t h e 

way l/ e b l e n e n v i s a g e d . For M o u l t o n " b a n k e r s i n g e n e r a l c o u l d 
92 

n o t . . . c o n t r o l b u s i n e s s i n g e n e r a l . " M o u l t o n was t o become 

s o m e t h i n g o f an u n d e r c o n s u m p t i o n i s t , and t h e work he d i r e c t e d 

a t B r o o k i n g s , p a r t i c u l a r l y t h e s t u d i e s on A m e r i c a ' s c a p a c i t y t o 

p r o d u c e and consume f o r m e d an i m p o r t a n t b a c k g r o u n d t o t h e 

d e b a t e s o f t h e 1930's and p a r t i c u l a r l y t o t h e work o f i n s t i t u -
93 

t i o n a l i s t s such as R.G. T u g w e l l . 

L u b i n ' s p r i n c i p a l i n t e r e s t was i n t h e f i e l d o f l a b o u r 

r e l a t i o n s , b u t he c o n c e r n e d h i m s e l f w i t h t h e d e t a i l e d s t u d y o f 

many p a r t i c u l a r p r o b l e m a r e a s , i n c l u d i n g r e t a i l d i s t r i b u t i o n and 

t h e c o a l i n d u s t r y . L u b i n c r i t i c i s e d t h e w a s t e and d u p l i c a t i o n 

o f s e r v i c e i n r e t a i l d i s t r i b u t i o n , t h e o v e r c a p a c i t y i n t h e c o a l 

i n d u s t r y and p r o p o s e d t h e e s t a b l i s h m e n t o f a g o v e r n m e n t owned 

power c o r p o r a t i o n . L u b i n a l s o i n v e s t i g a t e d t h e p r o b l e m s o f 
([Usui York,. 1950); t h i s d i s c u s s i o n i n c l u d e s J.M. Keynes, E. B e v i n , 
R. McKenna and o t h e r s . 

9 1 . 3. D o r f m a n , The Economic Mind, i n . American. C i v i l i z a t i o n , 
4: 334-337; H.G. M o u l t o n , F i n a n c i a l O r g a n i z a t i o n and t h e Economic 
System (New Y o r k , 1 9 3 8 ) , .pja. 5.0.1-5.04., ... 

92. H.G. F l o u l t o n , F i n a n c i a l O r g a n i z a t i o n ( C h i c a g o , 1 9 2 7 ) , 
pp . 745-747. 

93. See b e l o w c h a p t e r 8. 



t e c h n o l o g i c a l unemployment and • c o n c l u d e d t h a t d i s p l a c e d m o r k e r s 

mere n o t a b s o r b e d i n t o o t h e r employments r a p i d l y o r e a s i l y . 

On t h e i s s u e o f b u s i n e s s c y c l e s L u b i n p r o p o s e d p u b l i c w orks 
94 

programmes and unemployment i n s u r a n c e . Much o f L u b i n ' s work 

shows t h e i n f l u e n c e o f H a m i l t o n and t h e d i f f i c u l t i e s o f H a m i l t o n ' s 

p r o b l e m c e n t r e d , c a s e - s t u d y a p p r o a c h . 

Of c o u r s e such a p p r o a c h e s were n o t c o n f i n e d t o t h o s e 

a s s o c i a t e d i n some way w i t h H a m i l t o n , and o t h e r w r i t e r s a l s o 

p r o d u c e d v a r i a t i o n s on h i s method. W.E. A t k i n s and h i s c o l l e a g u e s 

a t W a s h i n g t o n Square C o l l e g e p r o d u c e d work w h i c h was a l m o s t 
95 

e n t i r e l y , and s e l f - c o n s c i o u s l y , d e s c r i p t i v e i n n a t u r e . Wesley 

M i t c h e l l d e v e l o p e d a method o f " a n a l y t i c d e s c r i p t i o n , " w h i c h 

s t i l l c o n c e n t r a t e d on p a r t i c u l a r p r o b l e m s b u t e m p h a s i s e d t h e 
9 6 

use o f q u a n t i t a t i v e methods. 

94. 3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
5: 534-538. See a l s o I . L u b i n , The Economic C o s t s o f R e t a i l 
D i s t r i b u t i o n ( L a n s i n g , M i c h . , 1920) ; T~! L u b i n , M i n e r s ' Wages and 
t h e Cost o f C o a l ( W a s h i n g t o n , 1924) and I . L u b i n , The A b s o r p t i o n 
o f t h e Unemployed by A m e r i c a n I n d u s t r y (Washington"^ 1929) . L u b i n 1 : 
e x p e r t i s e i n g u i d i n g e m p i r i c a l i n v e s t i g a t i o n s l e d him t o become 
C o m m i s s i o n e r o f Lab o r S t a t i s t i c s d u r i n g t h e New D e a l e r a . Roose
v e l t a l s o made use o f h i s t a l e n t s i n many o t h e r a r e a s . 

95. W.E. A t k i n s , e t a l . , Economic B e h a v i o r : An I n s t i t u t i o n a l 
A p p r o a c h , p p . i i i - x i i . 

96. See b e l o w , c h a p t e r 6. 



CHAPTER 6 

WESLEY MITCHELL: 

INSTITUTIONALISE AND 

QUANTITATIVE ECONOMICS 

At f i r s t g l a n c e W.C. M i t c h e l l may n o t a p p e a r as an o b v i o u s 

c a n d i d a t e f o r i n c l u s i o n among i n s t i t u t i o n a l i s t w r i t e r s . The 

work f o r w h i c h he i s b e s t known, t h a t on b u s i n e s s c y c l e s , i s 

f a i r l y l i m i t e d i n scope and was a f i e l d t h a t a t t r a c t e d many 

o r t h o d o x e c o n o m i s t s . M i t c h e l l ' s e m p h a s i s on q u a n t i t a t i v e methods 

i s a l s o h a r d l y t y p i c a l o f most i n s t i t u t i o n a l i s t w r i t e r s . Never

t h e l e s s , on a c l o s e r e x a m i n a t i o n M i t c h e l l ' s work shows c l e a r 

s i m i l a r i t i e s w i t h t h a t o f o t h e r i n s t i t u t i o n a l i s t s . 

M i t c h e l l was a s t u d e n t a t t h e U n i v e r s i t y o f C h i c a g o where 

he came i n t o c o n t a c t w i t h t e a c h e r s as d i v e r s e as J.A. L a u g h l i n , 
1 

T. V e b l e n , and 0. Dewey. M i t c h e l l a l s o s p e n t some t i m e i n 

1. S. K u z n e t s , "Wesley C l a i r M i t c h e l l , 1874-1948; An 
A p p r e c i a t i o n , " J o u r n a l o f t h e A m e r i c a n S t a t i s t i c a l A s s o c i a t i o n 44 
( 1 9 4 9 ) : 1 2 6 - 1 3 1 ; 0. Dorfma n , "Wesley C. M i t c h e l l : O b i t u a r y , " 
Economic J o u r n a l 59 ( 1 9 4 9 ) : 448-458; 0. D o r f m a n , The Economic Mind 
i n A m e r i c a n C i v i l i z a t i o n , 3: 455-473. f u r t h e r b i o g r a p h i c a l 
i n f o r m a t i o n can be f o u n d i n L.S. M i t c h e l l , Two L i v e s (New Y o r k , 
1 9 5 3 ) ; and i n t h e f i r s t , p a r t o f A.E. B u r n s , ed., Wesley C l a i r 
M i t c h e l l : The Economic S c i e n t i s t (New Y o r k , 1 9 5 2 ) , pp.3-152. T h i s 
i n c l u d e s e s s a y s by A.E. B u r n s , L.S. M i t c h e l l , E.C. M i l l s , J. 
Dorfman, O.M. C l a r k , J.H. W i l l i t s , and S. Morgan. 
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Germany and A u s t r i a where he s t u d i e d u n d e r J. Conrad o f t h e 

German h i s t o r i c a l S c h o o l , and C. Menger, a member o f t h e A u s t r i a n 
2 

s c h o o l o f m a r g i n a l i s t e c o n o m i c s . The g r e a t c o n t r a s t s between 

t h e p o s i t i o n s o f t h e s e v a r i o u s t e a c h e r s a p p e a r s t o have had a 

c o n s i d e r a b l e e f f e c t on M i t c h e l l ' s t h i n k i n g , and t h e f i n a l f o r 

m u l a t i o n o f h i s own p o s i t i o n . 

I M i t c h e l l on Scope and Method. 

M i t c h e l l ' s m e t h o d o l o g i c a l p o s i t i o n stemmed, i n t h e f i r s t 

p l a c e , f r o m a d i s s a t i s f a c t i o n w i t h t h e work u n d e r t a k e n by o t h e r 

e c o n o m i s t s , and t h e i n f l u e n c e o f w r i t e r s such as L a u g h l i n , 

l / e b l e n , and Dewey. 

W h i l e L a u g h l i n ' s i n f l u e n c e i s d i f f i c u l t t o gauge, he 

e n c o u r a g e d s t u d e n t s t o use f a c t u a l d a t a , and s e t M i t c h e l l o f f 

on h i s f i r s t m a j o r s t u d y : A H i s t o r y o f t h e G r e e n b a c k s . ^ A l s o 
w o r t h y o f n o t e was L a u g h l i n ' s a t t i t u d e t o w a r d s c l a s s i c a l e c o n o m i c s . 

W h i l e i n most r e s p e c t s L a u g h l i n was an e x t r e m e l y o r t h o d o x f o l 

l o w e r o f c l a s s i c a l t h e o r y he was o f t h e o p i n i o n t h a t any t h e o r y 

t h a t c o u l d n o t e x p l a i n t h e f a c t s w i t h o u t r e f e r e n c e t o a con-
4 

s i d e r a b l e number o f " d i s t u r b i n g c a u s e s " was an i n a d e q u a t e t h e o r y . 

On t h e o t h e r hand, L a u g h l i n ' s dogmatism was such t h a t he d r o v e 

2. J. D o r f m a n , "W.C. M i t c h e l l : O b i t u a r y , " op . c i t . , p.450. 
3. 3. D o r f m a n , "W.C. M i t c h e l l : O b i t u a r y , " o p . c i t . , pp.449-

4 5 1 ; W.C. M i t c h e l l , " J . L a u r e n c e L a u g h l i n , " J o u r n a l o f P o l i t i c a l 
Economy 49 ( 1 9 4 1 ) : 8 7 5 - 8 8 1 . 

4. For an e x a m i n a t i o n o f L a u g h l i n ' s i n f l u e n c e on M i t c h e l l 
and p a r t i c u l a r l y M i t c h e l l ' s e a r l y work see A. H i r s c h , "Wesley 
C l a i r M i t c h e l l , 3. Laurence- L a u g h l i n , and t h e Q u a n t i t y T h e o r y o f 
Money," J o u r n a l o f P o l i t i c a l Economy 75 ( 1 9 6 7 ) : 822-843; and t h e 
d i s c u s s i o n between Bray Hammond, "The N o r t h ' s Empty P u r s e , " 
A m e r i c a n H i s t o r i c a l Review 67 ( 1 9 6 1 ) : 1-18 and A. H i r s c h , " B r a y 
Hammond on Wesley M i t c h e l l and t h e N o r t h ' s Empty P u r s e , " J o u r n a l 
o f Economic I s s u e s 3 ( 1 9 6 9 ) : 206-212. See a l s o A.''Hirsch, "The 
A m e r i c a n S e t t i n g and Wesley C. M i t c h e l l ' s View o f T r a d i t i o n a l 
E c o n o mics," J o u r n a l o f Economic I s s u e s 1 ( 1 9 6 7 ) : 74-85. 
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h i s s t u d e n t s t o seek a l t e r n a t i v e v i e w s , and t h i s b r i n g s up 

l / e b l e n ' s r o l e i n s h a p i n g M i t c h e l l ' s t h o u g h t . 

V e b l e n ' s i n f l u e n c e on M i t c h e l l was q u i t e c o n s i d e r a b l e , and 

V e b l e n p r o v i d e d many o f t h e u n d e r p i n n i n g s o f M i t c h e l l ' s work. 

Of p a r t i c u l a r i m p o r t a n c e were t h e d i s t i n c t i o n b e t w e e n b u s i n e s s 

and i n d u s t r y , t h e i m p o r t a n c e o f h a b i t s o f t h o u g h t and t h e 

i n s t i t u t i o n a l s t r u c t u r e , t h e key r o l e o f b u s i n e s s e n t e r p r i s e , 

and t h e c r i t i c i s m s o f o r t h o d o x economics."' I t i s i n t e r e s t i n g 

t h a t l / e b l e n ' s c r i t i c i s m s o f t h e t e n d e n c y i n o r t h o d o x t h e o r y t o 

work i n t e r m s o f " n o r m a l i t i e s " may w e l l have r e i n f o r c e d L a u g h l i n ' s 

c r i t i c i s m o f t h e o r i e s t h a t were o n l y t r u e o t h e r t h i n g s b e i n g 

e q u a l . 

M i t c h e l l c l a i m e d t h a t l / e b l e n ' s m a j o r c o n t r i b u t i o n was i n 

d i s p l a y i n g t h e need f o r e c o n o m i c s t o f i n d a new p s y c h o l o g i c a l 

b a s i s , ^ and a g r e a t d e a l o f M i t c h e l l ' s s h o r t e r w orks a r e t a k e n 

up w i t h t h i s i s s u e . As A.B. W o l f e has o b s e r v e d , even a " c u r s o r y 

r e a d i n g o f t h e s e p a p e r s w i l l r e v e a l . . . h o w deep and how d u r a b l e 
7 

t h e i n f l u e n c e o f T h o r s t e i n l / e b l e n has been on M i t c h e l l . " 

M i t c h e l l , however, was n o t e n t i r e l y s a t i s f i e d w i t h l / e b l e n ' s 

a p p r o a c h t o e c o n o m i c s . He f o u n d V e b l e n ' s work " n o t a c c u r a t e 

i n d e t a i l , " and a r g u e d t h a t l / e b l e n l e t h i s " s a t u r n i n e humor c o l o r 

5. A.B. W o l f e , " T h o u g h t s on P e r u s a l o f Wesley M i t c h e l l ' s 
C o l l e c t e d E s s a y s , " j o u r n a l o f P o l i t i c a l Economy 47 ( 1 9 3 9 ) : 1-8; 
A.B. W o l f e , "Review o f W.C. M i t c h e l l ' s The Backward A r t o f S p e n d i n g 
Money," A n n a l s o f t h e A m e r i c a n Academy o f P o l i t i c a l and S o c i a l 
S c i e n c e 195 (.1938).: 215-216. See a l s o W.C. M i t c h e l l , " T h o r s t e i n 
l / e b l e n , " The Mew R e p u b l i c 60 ( 1 9 2 9 ) : 66-68; W.C. M i t c h e l l , " T h o r s t e i n 
l / e b l e n : 1857-1929," Economic J o u r n a l 39 ( 1 9 2 9 ) : 646-650; W.C. 
M i t c h e l l , l e t t e r t o J.M. C l a r k , r e p r i n t e d i n O.M. C l a r k , P r e f a c e 
t o S o c i a l Economics (We-w' Y o r k , 1 9 3 6 ) , pp. 410-416; A'.:". Burn:;, 
" I n t r o d u c t o r y S k e t c h , " A.F. B u r n s , ed., W.C. M i t c h e l l : The Economic 
S c i e n t i s t , p p.3- 15. 

6. W.C. M i t c h e l l , " T h o r s t e i n l / e b l e n , " op . c i t . , p.68. 
7. A.B. W o l f e , "Review o f W.C. M i t c h e l l ' s The Backward A r t o f 

S p e n d i n g Money," o p . c i t . , p.215. 
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h i s s c i e n t i f i c a n a l y s i s . " More i m p o r t a n t l y , M i t c h e l l f e l t 

t h a t l / e b l e n ' s work .was t o o s p e c u l a t i v e ; t h a t a l l he had managed 

t o do was t o r e p l a c e one s e t o f p r e c o n c e p t i o n s w i t h a n o t h e r , 

w i t h o u t i n v e s t i g a t i n g t h e i m p o r t a n c e o f t h e f a c t o r s "he d e a l t 
9 

w i t h and t h e f a c t o r s he scamped." V e b l e n ' s f a i l u r e t o check 

h i s c o n c l u s i o n s d i d n o t p r e v e n t M i t c h e l l f r o m r e g a r d i n g him as 

" t h e most i n t e r e s t i n g e c o n o m i s t o f h i s g e n e r a t i o n , " b u t i t l e d 

M i t c h e l l t o w a r d s t h e t e a c h i n g s o f J. Dewey w i t h h i s p r a g m a t i c 
1 0 

emphasis and s t r e s s on t h e c o n c r e t e . 

These i n f l u e n c e s on M i t c h e l l were c o m b i n e d w i t h t h o s e he 

came i n t o c o n t a c t w i t h d u r i n g h i s p e r i o d i n E u r o p e . H i s r e a c t i o n 

t o t h e w r i t e r s o f t h e h i s t o r i c a l s c h o o l was m i x e d , as he f e l t 
11 

t h a t t h e y had p r o v i d e d some u s e f u l p r e l i m i n a r y i n v e s t i g a t i o n s , 
1 2 

b u t had f a i l e d t o be a n a l y t i c a l enough. M i t c h e l l was h i g h l y 

c r i t i c a l o f R.T. E l y ' s a t t e m p t s a t a g e n e r a l s t a t e m e n t o f 

i n d u s t r i a l e v o l u t i o n , c a l l i n g h i s work " d e f e c t i v e i n p l a n , 
1 3 

i n a c c u r a t e i n d e t a i l , and m i s l e a d i n g i n e f f e c t . " 

On t h e o t h e r hand, M i t c h e l l f o u n d t h e work o f t h e more 

t h e o r e t i c a l b r a n c h o f t h e h i s t o i c a l s c h o o l , r e p r e s e n t e d by 

w r i t e r s such as Sombart, t o be o f much more i n t e r e s t . ^ The 
8. W.C. M i t c h e l l , " T h o r s t e i n l / e b l e n , " op. c i t . , p.68. . 
9. W.C. M i t c h e l l , l e t t e r t o J.M. C l a r k , o p . c i t . , p.412. 
10. I b i d . , pp.411-413; and W.C. M i t c h e l l , " T h o r s t e i n 

l / e b l e n , " op . c i t . , p.68. 
11 . W.C. M i t c h e l l , "Review o f C. B u c h e r ' s I n d u s t r i a l 

E v o l u t i o n , " J o u r n a l o f P o l i t i c a l Economy 10 ( 1 9 0 2 ) : 288; see 
a l s o W.C. M i t c h e l l , Types o f Economic T h e o r y (New York, 1 9 6 9 ) , 
2: 523-597. 

12. W.C. M i t c h e l l , Types o f Economic T h e o r y , 2: 5 74. 
13.. . W. C. M i t c h e l l , . "Review of. R. T. El.y.'.s S t u d i e s i n t h e 

E v o l u t i o n o f I n d u s t r i a l S o c i e t y , " J o u r n a l o f P o l i t i c a l Economy 
12 ( 1 9 0 3 / 4 ) : 144-147. 

14. W. C . Mi t c h e l l , "Somb.art * s H o c h k a p i t a l i s m u s , " r e p r i n t e d 
i n The Backward A r t o f S p e n d i n g Money (New Y o r k , 1 9 3 7 ) , pp. 
258-278. 



work o f G. Simmel M i t c h e l l a l s o f o u n d s t i m u l a t i n g , b u t a g a i n 

M i t c h e l l f o u n d t h e s e w r i t e r s t o o s p e c u l a t i v e , and c o m p l a i n e d 

t h a t S o m b art's f r a m e w o r k was " t o o h a r d and f a s t , " and t h a t h i s 

t h e o r i e s d i d n o t "grow o u t o f h i s s u b j e c t m a t t e r " so much as 
1 6 

h i s s u b j e c t m a t t e r grew o u t o f them. S i m i l a r c r i t i c i s m s were 

l e v e l e d a g a i n s t t h e A u s t r i a n and m a r g i n a l u t i l i t y s c h o o l s . 

M a r g i n a l i s t t h e o r y , t o M i t c h e l l , examined "what economic men 
1 7 

o u g h t l o g i c a l l y t o do" r a t h e r t h a n "what t h e y a c t u a l l y do." 

M i t c h e l l c r i t i c i s e d t h e l a c k o f any h i s t o r i c a l o r s t a t i s t i c a l 

i n p u t i n t o t h e s e t h e o r i e s and a r g u e d t h a t t h e t h e o r e t i c a l g r a s p 
1 8 

o f an e c o n o m i s t who i g n o r e d h i s t o r y was n e c e s s a r i l y l i m i t e d . 

M i t c h e l l ' s b a c k g r o u n d , t h e n , a p p e a r s t o have g i v e n him a 

p r o f o u n d s k e p t i c i s m t o w a r d s s p e c u l a t i v e t h e o r i s i n g . Faced w i t h 

such a v a s t a r r a y o f c o m p e t i n g t h e o r i e s , M i t c h e l l ' s r e a c t i o n was 

t o t u r n t o t h e c o n c r e t e , t o q u a n t i t a t i v e m e t h o d s , and t o what 

he c a l l e d " a n a l y t i c d e s c r i p t i o n " w h i c h a p p e a r s t o be a v e r s i o n 

o f l / e b l e n ' s n o t i o n o f a " l i f e h i s t o r y " r e c a s t i n q u a n t i t a t i v e 

t e r m s and a p p l i e d t o a p a r t i c u l a r p r o b l e m . M i t c h e l l a r g u e d t h a t 
1 9 

he was f o l l o w i n g t h e m e t h o d o l o g y o f t h e n a t u r a l s c i e n c e s , b u t 

he seems t o have t h o u g h t o f t h a t method as e s s e n t i a l l y i n d u c t i v e 

Many o f M i t c h e l l ' s s t a t e m e n t s on method a r e c l e a r l y e x a m p l e s o f 

t h e i n d u c t i v i s t f a l l a c y t h a t k n o w l e g e w i l l somehow grow o u t o f 15. W.C. M i t c h e l l , l e t t e r t o J.M. C l a r k , o p • c i t . , p.414. 
16. I b i d . ; and W.C. M i t c h e l l , " S o m b a r t ' s H o c h k a p i t a l i s m u s , 

op . c i t . , p.277. 
17. W.C. M i t c h e l l , " W i e s e r ' s T h e o r y o f S o c i a l E c o n o m i c s , " 

i n The Backward A r t o f S p e n d i n g Money, pp.255-257. See a l s o 
W.C. M i t c h e l l , Types o f Economic T h e o r y , 2: 1-110. 

18. W.C. M i t c h e l l , " W i e s e r ' s T h e o r y o f S o c i a l E c o n o m i c s , " 
o p . c i t . , p.257; W.C. M i t c h e l l , " S o m b a r t ' s H o c h k a p i t a l i s m u s , " 
o p . c i t . , p.278. 

19. W.C. M i t c h e l l , l e t t e r t o 3.M. C l a r k , o p . c i t . , p.413. 
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a c c u m u l a t i o n s o f d a t a . He d i s l i k e d " p r e c o n c e i v e d " t h e o r e t i c a l 

i d e a s , and h i s work shows an a t t e m p t t o keep t h e i n f l u e n c e o f 
20 

s u c h i d e a s t o a minimum. Even a t h i s most c a u t i o u s M i t c h e l l 
can be f o u n d a r g u i n g t h a t 

what we want i s i n s i g h t i n t o t h e f a c t s . We c a r e 
a b o u t t h e o r i e s o n l y as a i d s t o a t t a i n i n g s uch 
i n s i g h t s . The p l a n o f t e s t i n g t h e o r i e s w o u l d 
i n d e e d l e a d Lu work w i t h f a c t s b u t i n an a r t i f i c i a l 
o r d e r , and i n v o l v i n g much r e p i t i t i o n . ^ - j 

M i t c h e l l ' s q u a n t i t a t i v e method was n o t d e s i g n e d t o t e s t 

c o m p e t i n g h y p o t h e s e s . For M i t c h e l l e x i s t i n g t h e o r i e s were 

s i m p l y s u g g e s t i o n s o f what f a c t o r s m i g h t be i m p o r t a n t and s h o u l d 

be s t a t i s t i c a l l y e x a m i n e d . A t t i m e s he a p p e a r s t o a r g u e t h a t 

r e l a t i v e s t a t i s t i c a l " m a g n i t u d e " w o u l d g i v e some i n d i c a t i o n o f 
22 

i m p o r t a n c e . What i s more, M i t c h e l l f e l t t h a t t h e use o f 

s t a t i s t i c a l and q u a n t i t a t i v e methods w o u l d l e a d t o t h e " r e c a s t i n g " 

o f economic t h e o r y i n an i n s t i t u t i o n a l i s t and e x p e r i m e n t a l i s t 

m o u l d . 
The q u a n t i t a t i v e t h e o r i s t s u s u a l l y f i n d i t n e c e s s a r y 
t o f o r m u l a t e p r o b l e m s i n a way d i f f e r e n t f r o m t h a t 
a d o p t e d by q u a l i t a t i v e t h e o r i s t s ; t h i s t e c h n i c a l 
n e c e s s i t y o f r e s t a t i n g p r o b l e m s p r o m i s e s t o b r i n g 
a b o u t r a d i c a l changes i n economic t h e o r y , i n p a r t i c u l a r 
t o make t h e t r e a t m e n t o f e c o n o m i c s more o b j e c t i v e , 
t o e m phasise t h e i m p o r t a n c e o f i n s t i t u t i o n s and t o 
p r o m o t e t h e d e v e l o p m e n t o f e x p e r i m e n t a l t e c h n i q u e . . . 
The m e c h a n i c a l v i e w i n v o l v e s t h e n o t i o n s o f sameness, 

20. W.C. M i t c h e l l , " Q u a n t i t a t i v e A n a l y s i s i n Economic T h e o r y , " 
i n The Backward A r t , pp.24-26; A.F. B u r n s and W.C. M i t c h e l l , 
M e a s u r i n g B u s i n e s s C y c l e s (New Y o r k , 1 9 4 7 ) , pp.8-10; T.C. Koopmans, 
"Measurement W i t h o u t T h e o r y , " Review o f Economic S t a t i s t i c s 29 
( 1 9 4 7 ) : 161-172. For t h e c r i t i q u e o f i n d u c t i o n see K. Popper, 
C o n j e c t u r e s and R e f u t a t i o n s , pp.42-59. 

2 1 . W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 
S e t t i n g (New Y o r k , 1956), p.58; see a l s o W.C. M i t c h e l l , "The P r e s e n t 
S t a t u s and F u t u r e P r o s p e c t s o f Q u a n t i t a t i v e E c o nomics," i n The 
Backward A r t , p.39. 

22. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and i t s 
S e t t i n g , p.59 . 
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o f c e r t a i n t y , o f i n v a r i a n t l a w s ; t h e s t a t i s t i c a l 
v i e w i n v o l v e s t h e n o t i o n s o f v a r i e t y , o f p r o b a b i l i t y , 
o f a p p r o x i m a t i o n s . . . . Hence we must p u t o u r u l t i m a t e 
t r u s t i n o b s e r v a t i o n . And as f a s t as we can r a i s e o u r 
o b s e r v a t i o n s t o a s c i e n t i f i c l e v e l we must d r o p t h e 
c r u d e r , y e t n o t w h o l l y v a l u e l e s s , a p p r o x i m a t i o n s 
a t t a i n e d by t h e m e c h a n i c a l t y p e o f w o r k . ^ 

The i n s t i t u t i o n a l e l e m e n t w o u l d be e m p h a s i s e d because 

i n s t i t u t i o n s s t a n d a r d i s e b e h a v i o u r and w o u l d t h e r e f o r e become 

t h e f o c u s f o r q u a n t i t a t i v e work. M i t c h e l l s h a r e d V e b l e n ' s v i e w s 

on s o c i a l p s y c h o l o g y and t h e i n s t i t u t i o n a l b a s i s o f b e h a v i o u r , 

and he a r g u e d t h a t t h e h e d o n i s t i c p o s t u l a t e s o f o r t h o d o x t h e o r y 

must be abandoned. M i t c h e l l a r g u e d t h a t o r t h o d o x t h e o r y i m p l i e d 

t h a t men r e s p o n d e d t o p l e a s u r e s and p a i n s , t h e s e b e i n g t h e 

m o t i v e s f o r human a c t i o n , and t h a t human n a t u r e was p a s s i v e , men 

s i m p l y b e i n g "pushed and p u l l e d a b o u t by t h e p l e a s u r e - p a i n • 

f o r c e s o f t h e i r e n v i r o n m e n t . " ^ A g a i n s t t h i s i d e a o f human 

n a t u r e M i t c h e l l , i n h i s e a r l y w ork, r e f e r r e d t o w r i t e r s such as 
25 

Weblen, E.A. Ross, and most o f a l l t o M c D o u g a l l . M i t c h e l l 

p o i n t e d o u t t h e r o l e p l a y e d i n human m o t i v a t i o n by i n s t i n c t s , 

r e f l e x e s , t r o p i s m s , and by i n s t i t u t i o n a l l y d e t e r m i n e d h a b i t s o f 

t h o u g h t and a c t i o n . I n some e a r l y p a p e r s M i t c h e l l a p p e a r e d 

23. W.C. M i t c h e l l , " Q u a n t i t a t i v e A n a l y s i s i n Economic 
T h e o r y , " o p . c i t . , p. 23-26; W.C. M i t c h e l l , "The P r o s p e c t s o f 
Ecomonics," i n R.G. T u g w e l l , ed., The T r e n d o f Economics (New 
Y o r k , 1 9 2 4 ) , pp.369-384. 

24. W.C. M i t c h e l l , "Bentham's F e l i c i f i c C a l c u l u s , " i n 
The Backward A r t , pp.190-193. 

25. W.C. M i t c h e l l , "Human B e h a v i o r and Eco n o m i c s : A S u r v e y 
o f Recent L i t e r a t u r e , " Q u a r t e r l y J o u r n a l o f Economics 29 ( 1 9 1 4 ) : 
1-47; W.C. M i t c h e l l , . "The R a t i o n a l i t y o f Eonomic A c t i v i t y , " 
J o u r n a l o f P o l i t i c a l Economy 18 ( 1 9 1 0 ) : 97-113, and 197-216; W.C. 
M i t c h e l l , "The Role o f Money i n Economic T h e o r y , " i n The Backward 
A r t , .pp.149-176; W.C. M i t c h e l l , "The P r o s p e c t s o f Economics," 
o p . c i t . , pp.357-362, 369-378. 
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c o n s i d e r a b l y i m p r e s s e d by U e b l e n ' s i n s t i n c t o f w o r k m a n s h i p , 
b u t t h e g r e a t e s t number o f r e f e r e n c e s a r e t o M c D o u g a l l and h i s 

v i e w t h a t : 

The g r e a t a s s u m p t i o n o f t h e c l a s s i c a l p o l i t i c a l 
economy was t h a t man i s a r e a s o n a b l e b e i n g who 
a l w a y s i n t e l l i g e n t l y s eeks h i s own good o r i s 
g u i d e d i n a l l h i s a c t i v i t i e s by e n l i g h t e n e d s e l f -
i n t e r e s t ; and t h i s was u s u a l l y combined w i t h . . . 
p s y c h o l o g i c a l h e d o n i s m . . . t h a t i s t o say, good 
was i d e n t i f i e d w i t h p l e a s u r e . . . But man i s o n l y 
a l i t t l e b i t r e a s o n a b l e , and t o a g r e a t e x t e n t 
v e r y u n i n t e l l i g e n t l y moved i n q u i t e u n r e a s o n a b l e 
w a y s . 2 7 

The f a c t t h a t t h e o r i e s o f hedonism o r r a t i o n a l c h o i c e were 

n o t i n l i n e w i t h t h e t e a c h i n g o f i n s t i n c t t h e o r i s t s , such as 

M c D o u g a l l , a p p e a r s t o have been M i t c h e l l ' s p r i n c i p l e r e a s o n f o r 

r e j e c t i n g them. For M i t c h e l l : 

. ..economic t h e o r y r e s t s , and has a l w a y s r e s t e d , 
upon t h e c o n c e p t o f human n a t u r e p o s i t e d by t h e 
t h e o r i s t . I n t h i s r e s p e c t , w r i t e r s have d i f f e r e d 
s o l e l y i n t h a t t h e i r c o n c e p t has sometimes been 
t a c i t , s o metimes e x p l i c i t , s ometimes r e a l i s t i c i n 
i n t e n t , s o metimes p u r p o s e l y a r t i f i c i a l . Men who 
p r e f e r t o employ p u r p o s e l y a r t i f i c i a l c o n c e p t s , o f 
c o u r s e , have n o t h i n g t o l e a r n f r o m p s y c h o l o g y . 
B u t such t h e o r i s t s w i l l f i n d t h e s c i e n t i f i c s i g 
n i f i c a n c e o f t h e i r work r a t e d l o w e r i n p r o p o r t i o n 
as t h e common sense c o n c e p t o f human n a t u r e becomes 
m o d i f i e d by e v o l u t i o n a r y i d e a s . 

M i t c h e l l ' s p o s i t i o n h e r e a p p e a r s t o be t h a t e c o n o m i c s must 

r e s t on some v i e w o f what m o t i v a t e s human b e h a v i o u r , and on a 

v i e w t h a t i s " r e a l i s t i c " i n t h e t e r m s o f c o n t e m p o r a r y p s y c h o l o g y . 

26. See W.C. M i t c h e l l , "Human B e h a v i o r and Economics," op. c i t . , 
p p.23-29; and W.C. M i t c h e l l , "The P r o s p e c t s o f E c o n o m i c s , " o p . c i t . , 
p p.382-383. 

27. W.C. M i t c h e l l , "The R a t i o n a l i t y o f Economic A c t i v i t y , I , " 
o p . c i t . , p.100. For a c r i t i q u e o f M i t c h e l l ' s p o s i t i o n a t t h i s 
p o i n t see A.A. Young, "The T r e n d o f E c o n o m i c s , As Seen By Some 
A m e r i c a n E c o n o m i s t s , " ' Q u a r t e r l y J o u r n a l o f Economics 39 ( 1 9 2 4 / 2 5 ) : 
175-176. 

28. W.C. M i t c h e l l , "The R a t i o n a l i t y o f Economic A c t i v i t y , I , " 
op . c i t . , p.113. 
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M i t c h e l l ' s e m p h a s i s on t h e need f o r an a n a l y s i s t h a t i n c l u d e s 

i n s t i n c t i v e and i n s t i t u t i o n a l f a c t o r s i s c l o s e l y r e l a t e d t o 

h i s c h a m p i o n i n g o f t h e e v o l u t i o n a r y o r g e n e t i c method and t h e 
29 

i d e a o f c u m u l a t i v e c a u s a t i o n . The e x t r e m e l y c l o s e l i n k b e t w e e n 

M i t c h e l l ' s and l / e b l e n ' s i d e a s a t t h i s s t a g e need h a r d l y be 

e l a b o r a t e d upon. 

I n h i s l a t e r work, however, M i t c h e l l m o d i f i e s h i s p o s i t i o n , 

and t h e s e m o d i f i c a t i o n s a p p e a r t o be t h e r e s u l t o f h i s g r o w i n g 

a t t a c h m e n t t o q u a n t i t a t i v e m e t h o d s , h i s d i s e n c h a n t m e n t w i t h 

d e d u c t i v e t h e o r i s i n g , and, p e r h a p s , t o t h e c r i t i c i s m o f i n s t i n c t 

t h e o r y and t h e a r r i v a l o f b e h a v i o u r i s m . " ^ M i t c h e l l began t o 

d e v e l o p a p o s i t i o n t h a t i m p l i e d a h o s t i l i t y t o any t h e o r y b u i l t 

on h y p o t h e t i c a l o r u n t e s t e d n o t i o n s a b o u t human m o t i v a t i o n . 

Thus, M i t c h e l l came t o a r g u e t h a t t h r o u g h q u a n t i t a t i v e methods 

one c o u l d " t r y t o f r a m e i l l u m i n a t i n g g e n e r a l i s a t i o n s a b o u t 
human b e h a v i o u r , w i t h o u t t h e a i d o f s u p p o s i t i o n s c o n c e r n i n g 

3 1 

human a i m s . " T h i s was n o t t o say t h a t m o t i v e s w o u l d be d i s 

r e g a r d e d , j u s t t h a t " t h e y w i l l be t r e a t e d as p r o b l e m s r e q u i r i n g 

s t u d y , i n s t e a d o f b e i n g t a k e n f o r g r a n t e d as c o n s t i t u t i n g ex-

p l a n a t i o n s . " 3 2 

29. I b i d . , pp.111-113; and W.C. M i t c h e l l , "Human B e h a v i o r 
and E c o n o m i c s , " o p . c i t . , p a s s i m ; A.W. C o a t s , " M e t h o d o l o g i c a l 
C o n t r o v e r s y , " pp.209-212; A.B. W o l f e , " T h o u g h t s on P e r u s a l o f 
Wesley M i t c h e l l ' s C o l l e c t e d E s s a y s , " o p . c i t . , pp.2-13; see a l s o 
W.C. M i t c h e l l , " M o t i v e s i n Economic L i f e - - D i s c u s s i o n , " A m e r i c a n 
Economic Review 8, supp. ( 1 9 1 8 ) : 235-237. 

30. See W.C. M i t c h e l l , "The Role o f Money i n Economic T h e o r y , " 
o p . c i t . , p a s s i m ; and a l s o A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " 
pp.208-219; A.;B. W o l f e , " T h o u g h t s on P e r u s a l o f Wesley M i t c h e l l ' s 
C o l l e c t e d E s s a y s , " o p . c i t . , pp.8-13; A.A. Young, o p . c i t . , pp.176-183. 

3 1 . W.C. M i t c h e l l , " W i e s e r ' s T h e o r y o f S o c i a l E c o n o m i c s , " 
o p . c i t . , p.254. 

3 2. W.C. M i t c h e l l , " Q u a n t i t a t i v e A n a l y s i s i n Economic T h e o r y , " 
o p . c i t . , p.27. 
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U n f o r t u n a t e l y , M i t c h e l l i s n o t alu/ays c l e a r o v e r h i s 

p o s i t i o n . He c r i t i c i s e d t h o s e a u t h o r s who had a t t e m p t e d t o 

s e p a r a t e e c o n o m i c s f r o m p s y c h o l o g i c a l t h e o r i e s o f m o t i v e by 

d e v e l o p i n g t h e o r i e s o f r a t i o n a l c h o i c e and u t i l i s i n g p r i c e as 

a measure o f t h e r e l a t i v e s t r e n g t h o f d e s i r e s , by c h a r a c t e r i s i n g 

t h e i r t h e o r i e s as " c o u n t i n g h o u s e " e c o n o m i c s ; e c o n o m i c s t h a t 

u n c r i t i c a l l y a c c e p t e d t h e b u s i n e s s m a n ' s p o i n t o f v i e w . " ^ Yet 

M i t c h e l l h i m s e l f a d m i t s t h a t t h e i n s t i t u t i o n o f t h e money 

economy r e s u l t e d i n p e o p l e b e h a v i n g a c c o r d i n g t o an "economic 

r a t i o n a l i s m " and n o t e s t h a t : 

Because i t t h u s r a t i o n a l i z e s economic l i f e i t s e l f , 
t h e use o f money l a y s t h e f o u n d a t i o n f o r a r a t i o n a l 
t h e o r y o f t h a t l i f e . Money may n o t be t h e r o o t o f 
a l l e v i l , b u t i t i s t h e r o o t o f economic s c i e n c e . - , , ' 34 
M i t c h e l l ' s e x a c t d i f f e r e n c e s w i t h t h o s e o f t h e o r t h o d o x 

s c h o o l , whom he a t t a c k e d , a r e sometimes d i f f i c u l t t o d i s c e r n . 

M i t c h e l l ' s m a j o r p o i n t s a p p e a r t o be t h a t t h e o r t h o d o x e c o n o m i s t s 

f o r g e t t h a t t h e money economy, and t h e r e f o r e economic r a t i o n a l i s m , 

i s s i m p l y an i n s t i t u t i o n a l p r o d u c t r a t h e r t h a n s o m e t h i n g f i x e d 

and u n c h a n g i n g , and t h a t t h e o r t h o d o x e c o n o m i s t s c o n c e n t r a t e 

s o l e l y on t h e " p e c u n i a r y a s p e c t s l i f e , " whereas e c o n o m i c s 

s h o u l d have r e g a r d t o b o t h t h e p r o c e s s e s i n v o l v e d i n m a k i n g and 

s p e n d i n g money, and t h e t e c h n i c a l p r o c e s s e s i n v o l v e d i n m a k i n g 

33. W.C. M i t c h e l l , "The Role o f Money i n Economic T h e o r y , " 
o p . c i t . , p.160, 163. 

34. I b i d . , p . 1 7 1 . 
35. I b i d . , p p . 1 6 9 - 1 7 1 ; see a l s o W.C. M i t c h e l l , " Q u a n t i t a t i v e 

A n a l y s i s i n Economic T h e o r y , " o p . c i t . , pp.26-29; and W.C. M i t c h e l l , 
"The Role o f Money i n Economic H i s t o r y , " J o u r n a l o f Economic 
H i s t o r y 3/4, supp. ( 1 9 4 3 / 4 4 ) : 61-67. f o r c o m m e n t a r i e s on t h i s 
v i e w see Z.C. Di c k e n s o n , . " Q u a n t i t a t i v e Methods i n P s y c h o l o g i c a l 
E c o n omics," A m e r i c a n Economic Review 14, supp. ( 1 9 2 4 ) : 117-124; 
and t h e d i s c u s s i o n o f t h i s p a p e r by A.B. W o l f e and E. K n i g h t . 
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goods. 

M i t c h e l l , u n l i k e V e b l e n , was a l s o c o n c e r n e d w i t h t h e 

p r o b l e m s o f r e f o r m and p o l i c y m a k i n g . F o l l o w i n g Dewey, M i t c h e l l 

came t o an e x p e r i m e n t a l i s t p o s i t i o n , and w h i l e he was aware 

o f t h e d i f f i c u l t i e s o f " e x p e r i m e n t s " w i t h p o l i c y , he a r g u e d t h a t 
37 

s u ch an a p p r o a c h h e l d o u t " d a z z l i n g " p r o s p e c t s . For M i t c h e l l , 
t h e e c o n o m i s t 

. . . s h o u l d a i m , n o t a t f i n d i n g "a s o l u t i o n , " b u t 
a t f i n d i n g methods by w h i c h c o m m u n i t i e s can c a r r y 
on i n t e l l i g e n t l y t h e p r o c e s s o f w o r k i n g o u t t h e 
e n d l e s s s e r i e s o f d e t a i l e d s o l u t i o n s w i t h w h i c h 
t h e y must keep e x p e r i m e n t i n g . - , , , 

J a 

M i t c h e l l f e l t t h a t q u a n t i t a t i v e and e x p e r i m e n t a l a p p r o a c h e s 

c o u l d g i v e a g r e a t d e a l t o t h e a t t e m p t t o a c h i e v e h i g h e r l e v e l s 

o f s o c i a l w e l f a r e by t h e q u a n t i t a t i v e s t u d y o f a c t u a l c o n d i t i o n s 

w h i c h c o u l d l o c a t e and s t u d y s o c i a l p r o b l e m s . To t h i s end 

M i t c h e l l a d v o c a t e d t h e s e t t i n g up o f g o v e r n m e n t a l r e s e a r c h 

i n s t i t u t e s t o o r g a n i s e " d e l i b e r a t e and s y s t e m a t i c s t u d y " o f 

s o c i a l p r o b l e m s . 

The d i f f i c u l t y h e r e i s t h a t , as W o l f e p o i n t s o u t , a c o n c e r n 

w i t h w e l f a r e must c a r r y w i t h i t some n o t i o n o f human m o t i v e s , 

d e s i r e s and ends, e x a c t l y t h o s e s u b j e c t i v e f a c t o r s t h a t M i t c h e l l 

3 6. I b i d . , pp.172-176. F. F e t t e r , w i t h some j u s t i c e , 
c l a s s i f i e d M i t c h e l l as a " p r i c e " as opposed t o a " w e l f a r e " e c o n o m i s t 
due t o h i s emph a s i s on o b j e c t i v e l y o b s e r v a b l e phenomena. See F. 
F e t t e r , " P r i c e Economics V e r s u s W e l f a r e E c o n o m i c s : C o n t e m p o r a r y 
O p i n i o n , " A m e r i c a n Economic Review 10 ( 1 9 2 0 ) : 723-726, and 732-733. 

37. W.C. M i t c h e l l , " Q u a n t i t a t i v e A n a l y s i s i n Economic T h e o r y , " 
o p . c i t . , p.3 2. 

38. W.C. M i t c h e l l , " I n t e l l i g e n c e and Economic E v o l u t i o n , " 
i n The Backward A r t , p.127. 

39. I b i d . , pp.131-133; see a l s o W..C. M i t c h e l l , " R e s e a r c h i n 
t h e S o c i a l S c i e n c e s , " i n The Backward A r t , pp.72-82; and W.C, 
M i t c h e l l , "The S o c i a l S c i e n c e s and N a t i o n a l P l a n n i n g , " i b i d . , pp.96-
102. 



had a r g u e d s h o u l d n o t be t a k e n as g i v e n . M i t c h e l l , on 
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o c c a s i o n , s u g g e s t s t h a t some " o b j e c t i v e " measure o f w e l f a r e 

can be s e t up. Thus, M i t c h e l l s t a t e s t h a t i t " i s f e a s i b l e even 

now t o s e t up a t e n t a t i v e c r i t e r i o n o f economic w e l f a r e : " 

Such a c c o u n t i n g as i s p o s s i b l e r u n s i n t e r m s o f 
h e i g h t e n i n g o r l o w e r i n g t h e c o m m u n i t y ' s v i t a l i t y . . . 
B u t i t s s u c c e s s f u l p r o s e c u t i o n p r e s u p p o s e s c o n 
s i d e r a b l e k n o w l e d g e o f how economic p r o c e s s e s 
a c t u a l l y work a t p r e s e n t . . . I n t h e i n t e r e s t s o f 
s o c i a l w e l f a r e we need c l e a r e r i n s i g h t s i n t o t h e 
i n d u s t r i a l p r o c e s s o f m a k i n g goods, t h e b u s i n e s s 
p r o c e s s o f m a k i n g money, and t h e way i n w h i c h b o t h 
s e t s o f a c t i v i t i e s a r e r e l a t e d t o each o t h e r and 
t o t h e i n d i v i d u a l ' s i n n e r l i f e . . . 
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I n a s l i g h t l y l a t e r e s s a y M i t c h e l l i s more d e f i n i t e , and 

more o p t i m i s t i c t h a t q u a n t i t a t i v e t e c h n i q u e s can g i v e an 

o b j e c t i v e c r i t e r i o n o f w e l f a r e . Hence: 
W e l f a r e w i l l mean n o t m e r e l y an a b u n d a n t s u p p l y 
o f s e r v i c e a b l e goods, b u t a l s o a s a t i s f a c t o r y 
w o r k i n g l i f e f i l l e d w i t h i n t e r e s t i n g a c t i v i t i e s . 
A t p r e s e n t w e l f a r e as t h u s c o n c e i v e d i s r a t h e r 
v ague, b u t i t i s c a p a b l e o f b e i n g made o b j e c t i v e 
and d e f i n i t e i n r e f e r e n c e t o such m a t t e r s as f o o d , 
c l o t h i n g , s h e l t e r , s a n i t a t i o n , e d u c a t i o n , f a t i g u e , 
l e i s u r e . And t h i s r e a l m o f t h e d e f i n i t e i n w e l 
f a r e w i l l be expanded s t e a d i l y by q u a n t i t a t i v e 
m e t h o d s , so t h a t we s h a l l d e v e l o p a c r i t e r i o n o f 
w e l f a r e a p p l i c a b l e t o many l i n e s o f e f f o r t . ^ 

M i t c h e l l a d v o c a t e d t h e s e t t i n g up o f a N a t i o n a l P l a n n i n g 

40. A. B. W o l f e , " T h o u g h t s on P e r u s a l o f Wesley M i t c h e l l ' s 
C o l l e c t e d E s s a y s , " o p . c i t . , pp.13-25. 

4 1 . W.C. M i t c h e l l , "The Role o f Money i n Economic T h e o r y , " 
o p . c i t . , pp.174-175. See a l s o W.C. M i t c h e l l , " f a c t s and V a l u e s i n 
Economics," The J o u r n a l o f P h i l o s o p h y 41 ( 1 9 4 4 ) : 212-219. I t i s 
i n t e r e s t i n g t o compare t h i s a t t i t u d e w i t h W.C. M i t c h e l l , " P o l i t i c a l 
S c i e n c e , P o l i t i c a l Economy, and V a l u e s - - D i s c u s s i o n , " A m e r i c a n 
Economic Review 34, supp. ( 1 9 4 4 ) : 48-50; where M i t c h e l l s t a t e s t h a t 
c e r t a i n l i b e r a l programmes o f r e f o r m a r e l i t t l e more t h a n " p r a g 
m a t i c romance," and r e f e r s t o V e b l e n ' s e a r l i e r and d e t e r m i n i s t i c 
a n a l y s i s o f t h e use o f machine p r o c e s s and a s s o c i a t e d h a b i t s o f 
t h o u g h t as t h e b a s i c cause o f s o c i a l c o n f l i c t . T h i s can be i n t e r 
p r e t e d as M i t c h e l l ' s o b j e c t i o n t o what he saw as " w i s h f u l t h i n k i n g " 
o r r o m a n t i c i s m , i n s t e a d o f a more o b j e c t i v e and h a r d h e a d e d a n a l y s i s 

42. W.C. M i t c h e l l , "The P r o s p e c t s o f E c o n o m i c s , " o p . c i t . , 
p . 3 8 1 . 
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Board t o h e l p " g u i d e t h e e v o l u t i o n " o f i n s t i t u t i o n s , b u t was 

c o n c e r n e d t h a t s uch g e n e r a l p l a n n i n g s h o u l d be d e m o c r a t i c i n 

c h a r a c t e r . I n o r d e r t o e n s u r e t h i s M i t c h e l l a l t e r e d h i s p o s i t i o n 

on t h e aims o f s o c i a l r e f o r m , and a r g u e d t h a t " i n a d e m o c r a t i c 

c o u n t r y n a t i o n a l p l a n n e r s w o u l d have t o s e r v e as an agency f o r 

a c c o m p l i s h i n g what t h e m a j o r i t y d e s i r e d . " ^ 3 M i t c h e l l was aware 

t h a t t h e " n a t i o n a l s c a l e o f v a l u e s " i s seldom " c r y s t a l l i z e d i n 

a s i n g l e d o m i n a n t p a t t e r n , " and t h a t v a r i o u s d e s i r e s o r ends 
44 

may c o n f l i c t w i t h each o t h e r . M i t c h e l l r e t r e a t s i n t o a 

p o s i t i o n s h a r e d by many o t h e r i n s t i t u t i o n a l i s t s , t h a t f u l l e r 

i n f o r m a t i o n w o u l d h e l p overcome t h e s e d i f f i c u l t i e s . N a t i o n a l 

p l a n n e r s , t h e n : 
...by t h r o w i n g l i g h t upon t h e c o n s e q u e n c e s t h a t 
d i f f e r e n t l i n e s o f a c t i o n w o u l d p r o d u c e . . . c o u l d 
c o n t r i b u t e much t o w a r d m a k i n g s o c i a l v a l u a t i o n s 
more r a t i o n a l . Perhaps i n t h e l o n g r u n t h e c h i e f 
g a i n f r o m t r y i n g t o p l a n n a t i o n a l p o l i c i e s i n 
t h e l i g h t o f t h e i r p r o b a b l e c o n s e q u e n c e s w o u l d be 
t h e a t t a i n m e n t o f a more v a l i d s c a l e o f s o c i a l 
v a l u e s t h a n now p r e v a i l s among u s . ^ 

From t h e above i t s h o u l d be c l e a r t h a t M i t c h e l l ' s v i e w o f 

ec o n o m i c s was t h a t i t s h o u l d be "one o f t h e s c i e n c e s o f human 

b e h a v i o u r , " and i t s h o u l d t h e r e f o r e have c l o s e r e l a t i o n s h i p s 

w i t h o t h e r s o c i a l s c i e n c e s , p a r t i c u l a r l y p s y c h o l o g y . T h i s v i e w 

o f e c o n o m i c s was c l o s e l y l i n k e d i n M i t c h e l l ' s mind w i t h h i s 

o t h e r p r o p o s i t i o n s ; t h a t e c o n o m i c s s h o u l d make much g r e a t e r use 

o f q u a n t i t a t i v e m e thods, t h a t i t s h o u l d be c o n c e r n e d w i t h s e r v i c e 

a b i l i t y and s o c i a l w e l f a r e , t h a t i t s h o u l d t a k e a c c o u n t o f 

43. W.C. M i t c h e l l , " I n t e l l i g e n c e and Economic E v o l u t i o n , " 
o p . c i t . , p.135. 

44. I b i d . , pp.134-135. 
45. I b i d . , p.135; see a l s o F...G. H i l l , "Wesley M i t c h e l l ' s 

T h e o r y o f P l a n n i n g , " P o l i t i c a l S c i e n c e Q u a r t e r l y 72 ( 1 9 5 7 ) : 1 0 0 - 1 1 8 . 



i n s t i t u t i o n a l f a c t o r s , and t h e g r o w t h and change o f i n s t i t u t i o n s 

The l i n k s between t h e s e i d e a s and t h o s e o f l / e b l e n ' s a r e c l e a r , 

e x c e p t t h a t M i t c h e l l t o o k l / e b l e n ' s emphasis on m a t t e r - o f - f a c t n e s 

more s e r i o u s l y t h a n l / e b l e n h i m s e l f e v e r d i d , and M i t c h e l l was 

a l s o i n f l u e n c e d by Dewey's r e f o r m i s m and p r a g m a t i s m . 

I I M i t c h e l l and t h e B u s i n e s s C y c l e . 

M i t c h e l l ' s c o n c e r n w i t h b u s i n e s s c y c l e s was s o m e t h i n g t h a t 

d e v e l o p e d g r a d u a l l y f r o m s e v e r a l s o u r c e s ; h i s c o n c e r n w i t h 

s o c i a l p r o b l e m s , h i s i n s t r u m e n t a l v i e w o f e c o n o m i c s , h i s e a r l y 

i n v e s t i g a t i o n s , i n s p i r e d by L a u g h l i n , i n t o money and p r i c e s , and 

h i s l / e b l e n i a n i n s i s t e n c e on t h e d i s t i n c t i o n b e t w e e n b u s i n e s s and 

i n d u s t r y . M i t c h e l l f e l t t h a t o r t h o d o x e c o n o m i s t s had n o t been 

a b l e t o say v e r y much a b o u t economic f l u c t u a t i o n s , and t h a t t h e 

b u s i n e s s c y c l e c o u l d p r o v i d e a f r u i t f u l a r e a o f s t u d y i f a 

q u a n t i t a t i v e and i n s t i t u t i o n a l a p p r o a c h was u s e d . ^ 

I n an e a r l y p a p e r on t h e q u a n t i t y t h e o r y M i t c h e l l c o n c l u d e d 

t h a t : 

The c o u r s e o f p r i c e s i n t h e U n i t e d S t a t e s , t h e n , 
p r e s e n t s a case w h i c h c a n n o t be e x p l a i n e d by t h e 
q u a n t i t y t h e o r y . P r i c e s f e l l w h i l e t h e s u p p l y o f 
money was i n c r e a s i n g . . . Thus t h e r e s u l t s o f t h e 
i n d u c t i v e s t u d y c o n f i r m t h e c o n c l u s i o n s a r r i v e d 
a t by t h e o r e t i c a l e x a m i n a t i o n . S t u d i e d f r o m e i t h e r 
v i e w , t h e t h e o r y seems t o be d e f e c t i v e . ^ 

46. See A. B u r n s , " I n t r o d u c t o r y S k e t c h , " i n A. B u r n s , ed., 
W.C. M i t c h e l l : The Economic S c i e n t i s t , pp.10-26; 3 . D o r f m a n , 
" P e r s o n a l S k e t c h , " i b i d . , pp.127-133; P.T. Homan, " P l a c e i n 
Economic T h o u g h t , " i b i d . , pp.178-192; M. F r i e d m a n , "The Economic 
T h e o r i s t , " i b i d . , pp.239-245; 0 . A . Shumpeter, "The G e n e r a l Econ
o m i s t ," ibid.., p p . 3 2 9 - 3 3 1 ; W.C. M i t c h e l l , " M a k i n g Goods and Maki 
Money," i n The Backward A r t , pp.143-148. See a l s o A. H i r s c h , 
"Wesley C l a i r M i t c h e l l , 3. L a u r e n c e L a u g h l i n , and t h e Q u a n t i t y 
T h e o r y o f Money," op . c i t . , pp.831-838. 

47. W.C. M i t c h e l l , . "The Q u a n t i t y T h e o r y o f t h e V a l u e o f 
Money," J o u r n a l o f P o l i t i c a l Economy 4 ( 1 8 9 5 / 6 ) : 165; see a l s o 
W.C. M i t c h e l l , "Review o f I . F i s h e r ' s , The P u r c h a s i n g Power o f 
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M i t c h e l l ' s p o i n t h e r e tuas t h a t t h e p r i c e l e v e l c o u l d be 

a f f e c t e d by c o n d i t i o n s o f p r o d u c t i o n as w e l l as by t h e demand 
48 

and s u p p l y o f money. M i t c h e l l was l a t e r t o c r i t i c i s e t h i s 

e a r l y essay b u t r e m a i n e d c r i t i c a l o f t h e q u a n t i t y t h e o r y as an 

a d e q u a t e e x p l a n a t i o n , p o i n t i n g o u t t h a t o r t h o d o x t h e o r i s t s d i d 

n o t u s u a l l y s p e c i f y t h e mechanisms t h r o u g h w h i c h money s u p p l y 
49 

ujas supposed t o a f f e c t p r i c e s . 

M i t c h e l l ' s f u r t h e r i n v e s t i g a t i o n s i n t o money and p r i c e s 

c o n d u c t e d i n A H i s t o r y o f t h e G r e e n b a c k s , and Gold P r i c e s and 

Wages, l e d him t o w a r d s an i n s t i t u t i o n a l t h e o r y o f t h e money 

economy w i t h an emphasis on p r o c e s s , e v o l u t i o n , and c u m u l a t i v e 

change. I n d e e d , M i t c h e l l p l a n n e d t o w r i t e a book e x p r e s s i n g 

h i s t h e o r y o f t h e money economy, w h i c h was n o t o r i g i n a l l y i n 

t e n d e d t o be a s t a t i s t i c a l w o r k • ^ 
My r a t h e r vague n o t i o n s g r a d u a l l y c r y s t a l l i z e d i n t o 
t h e i d e a t h a t t h e i m p o r t a n t m a t t e r t o u n d e r s t a n d 
a b o u t money i s t h e money e c o n o m y - - t h a t i s t h e c u l 
t u r a l s i g n i f i c a n c e o f t h e h i g h l y o r g a n i s e d g r o u p s o f 
p e c u n i a r y o r g a n i s a t i o n s , how t h e y have d e v e l o p e d 
s i n c e t h e m i d d l e ages, haw t h e y have g a i n e d a q u a s i -
i n d e p e n d e n c e , and how t h e y have r e a c t e d upon t h e 
a c t i v i t y and t h e mind o f t h e i r makers.,-

Money," P o l i t i c a l S c i e n c e Q u a r t e r l y 27 ( 1 9 1 2 ) : 160-164; and A. 
H i r s c h , "Wesley C l a i r M i t c h e l l , 3. L a u r e n c e L a u g h l i n , and t h e 
Q u a n t i t y T h e o r y o f Money," o p . c i t . , pp.830-832. 

48. W.C. M i t c h e l l , "The Q u a n t i t y T h e o r y o f t h e V a l u e o f 
Money," o p . c i t . , pp.139-145. I n t h i s v i e w M i t c h e l l i s f o l l o w i n g 
L a u g h l i n . 

49. See W.C. M i t c h e l l , "The R e a l I s s u e s i n t h e Q u a n t i t y -
T h e o r y C o n t r o v e r s y , " J o u r n a l o f P o l i t i c a l Economy 12 ( 1 9 0 3 / 4 ) : 405-
407; W.C. M i t c h e l l , A H i s t o r y o f t h e Greenbacks ( C h i c a g o , 1 9 6 0 ) , 
pp.207-208; M. F r i e d m a n , "The Economic T h e o r i s t ," i n A. B u r n s , 
ed., o p . c i t . , p . 2 4 1 ; A. H i r s c h , " M i t c h e l l , L a u g h l i n , and t h e 
Q u a n t i t y T h e o r y , " o p . c i t . , pp.833-834. 

50. A. B u r n s , " I n t r o d u c t o r y S k e t c h , " A. B u r n s , ed., o p . c i t . , 
p.20. 

5 1 . L.S. M i t c h e l l , " P e r s o n a l S k e t c h , " i n A. B u r n s , ed., 
o p . c i t . , p.6 6. 



M i t c h e l l , however, mas n e v e r q u i t e s a t i s f i e d w i t h h i s 

e f f o r t s i n t h i s d i r e c t i o n and he "began t o l o o k back on economic 
52 

t h e o r y f r o m t h e v i e w p o i n t o f a p a r t i c u l a r p r o b l e m , " t h e 

p r o b l e m t h a t M i t c h e l l chose b e i n g t h a t o f t h e b u s i n e s s c y c l e . 

As Burns has m e n t i o n e d , M i t c h e l l ' s c o l l e c t i o n o f d a t a f o r h i s 

work on t h e Greenbacks gave him "a l i v e l y i m p r e s s i o n o f t h e 
53 

m a g n i t u d e and d i v e r s i t y o f economic f l u c t u a t i o n s , " and t h i s 

M i t c h e l l c o m b i n e d w i t h h i s i n s t i t u t i o n a l v i e w p o i n t , a r g u i n g t h a t 

t h e b u s i n e s s c y c l e was a p r o d u c t o f t h e i n s t i t u t i o n s o f a money 

economy, and t h e r e f o r e due t o f o r c e s w i t h i n t h e s y s t e m . M i t c h e l l 

a r g u e d t h a t : 
Economic h i s t o r y shows t h a t when any n a t i o n 
d e v e l o p s t h e money economy t o such a p o i n t t h a t 
a l a r g e p a r t o f i t s p e o p l e g e t t h e i r l i v i n g s 
by m a k i n g and s p e n d i n g money i n c o m e s , i t s 
i n d u s t r y becomes s u b j e c t t o more o r l e s s r e g u l a r 
a l t e r n a t i o n s o f f e v e r i s h a c t i v i t y , f i n a n c i a l 
c r i s i s , and i n d u s t r i a l d e p r e s s i o n . ^ 

T h i s a p p r o a c h t o t h e b u s i n e s s c y c l e , w i t h i t s e m p h a s i s on t h e 

i n s t i t u t i o n s o f t h e money economy, was p r o b a b l y l a r g e l y due t o 

l / e b l e n ' s i n f l u e n c e . M i t c h e l l c o n s i d e r e d t h e b u s i n e s s c y c l e as 

an example o f an economic p r o c e s s , a c u m u l a t i v e sequence o f 

e v e n t s , t h a t c o u l d n o t be a d e q u a t e l y a p p r o a c h e d w i t h t h e t o o l s 
55 

o f e q u i l i b r i u m a n a l y s i s . On t h e o t h e r hand, i n s t i t u t i o n a l 

and s t a t i s t i c a l a n a l y s i s c o u l d , a c c o r d i n g t o M i t c h e l l , be 

s u c c e s s f u l l y u t i l i s e d i n t h e a p p r o a c h he named " a n a l y t i c des-

52. I b i d . , p.66. See a l s o W.C. M i t c h e l l ' s l e t t e r t o 3.M. 
C l a r k , i n P r e f a c e t o S o c i a l E c o n o m i c s , pp . 93-99 . 

53. A. B u r n s , " I n t r o d u c t o r y S k e t c h , " i n A. B u r n s , ed., 
op . c i t . , p.18. 

54. W.C. M i t c h e l l , "Making Goods and Ma k i n g Money," o p . c i t . , 
p. 146. 

55. M. F r i e d m a n , "The Economic T h e o r i s t , " i n A. B u r n s , e d . , 
op . c i t . , p p.240-242. 
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c r i p t i o n . " 

M i t c h e l l a r r i v e d a t t h e i d e a o f a n a l y t i c d e s c r i p t i o n f r o m 

a number o f d i r e c t i o n s . F i r s t , he f e l t t h a t t h e wide v a r i e t y 

o f e x p l a n a t i o n s o f c y c l e s p r o v i d e d by s p e c u l a t i v e t h e o r i s t s 

d e m o n s t r a t e d t h e need f o r q u a n t i t a t i v e a n a l y s i s t o d i s e n t a n g l e 

t h e r e l a t i v e i m p o r t a n c e o f t h e v a r i o u s f a c t o r s , t o d i s c o v e r t h e 

l e a d s and l a g s o f t h e s e v a r i a b l e s , and such r e g u l a r sequences 
57 

as may e x i s t . Second, M i t c h e l l a r g u e d t h a t any a t t e m p t t o 

p i n p o i n t a s i n g l e p r i n c i p l e c a u s a l f a c t o r was p e r h a p s a m i s t a k e . 

For M i t c h e l l t h e cause o f c y c l e s was t o be f o u n d i n t h e 

o p e r a t i o n o f t h e whole complex o f i n s t i t u t i o n s known as t h e 

money economy and: "A t h e o r y o f b u s i n e s s c y c l e s must t h e r e f o r e 

be a d e s c r i p t i v e a n a l y s i s o f t h e c u m u l a t i v e changes by w h i c h 
one s e t o f b u s i n e s s c o n d i t i o n s t r a n s f o r m s i t s e l f i n t o a n o t h e r 

5 8 

s e t . " M i t c h e l l a l s o a r g u e d t h a t "each new c y c l e p r e s e n t s 

p o i n t s o f n o v e l t y " and t h a t " t h i s i s p r e c i s e l y what i s i m p l i e d 

by s a y i n g t h a t t h e p r o c e s s o f economic a c t i v i t y w i t h i n w h i c h 
59 

b u s i n e s s c y c l e s o c c u r i s a p r o c e s s o f c u m u l a t i v e change." 

I n a l a t e r work, however, M i t c h e l l , a l o n g w i t h A. B u r n s , 

i n t r o d u c e d t h e c o n c e p t o f a " r e f e r e n c e c y c l e " t o a l l o w him t o 

a b s t r a c t f r o m t h e v a r i a t i o n s o f s p e c i f i c c y c l e s and a r r i v e a t 

some g e n e r a l i s a t i o n a b o u t t h e c o u r s e o f a c y c l e . I t s h o u l d be 56. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 
S e t t i n g , pp.1-199, 357-360. See a l s o A.W. C o a t s , " M e t h o d o l o g i c a l 
C o n t r o v e r s y , " pp.301-323. 

57. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 
S e t t i n g , pp.47-49 and 53-54. 

58. I b i d . , pp.54-57; and W.C. M i t c h e l l , B u s i n e s s C y c l e s 
( B e r k e l e y , 1 9 1 3 ) , p.449. 

59. W.C. M i t c h e l l , B u s i n e s s C y c l e s , p.449. 



u n d e r s t o o d t h a t t h e r e f e r e n c e c y c l e was n o t an a t t e m p t t o 

e x p l a i n o r p r e d i c t c y c l e s b u t an a t t e m p t t o compare s p e c i f i c 

c y c l e s i n t e r m s o f l e a d s and l a g s w i t h some r e f e r e n c e p o i n t . ^ 

M i t c h e l l h e r e i s s t i l l p r i m a r i l y c o n c e r n e d w i t h t h e sequence o f 

e v e n t s r a t h e r t h a n w i t h c a u s e s , and h i s f i n d i n g s were t h a t : "The 

i d i o s y n c r a s i e s o f i n d i v i d u a l c y c l e s t e n d t o v a n i s h , t h e a v e r a g e 

p a t t e r n s o f t h e same s e r i e s l o o k much a l i k e i n d i f f e r e n t s a mples 

o f c y c l e s , t h e p a t t e r n s o f d i f f e r e n t s e r i e s become s h a r p l y d i f 

f e r e n t i a t e d , and t h e r e l a t i o n s among t h e s e r i e s p e r s i s t w i t h 

g r e a t r e g u l a r i t y f r o m one sample o f c y c l e s t o t h e n e x t . " The 

c o n c l u s i o n s b e i n g t h a t t h e f o r c e s t h a t p r o d u c e c y c l e s have con

s i d e r a b l e r e g u l a r i t y and t h a t t h e r e i s enough o f a " f a m i l y 

r e s e m b l a n c e " between c y c l e s t o make g e n e r a l i s a t i o n s a b o u t t h e 

sequence o f e v e n t s . 

Thus, a l t h o u g h t h e i n t r o d u c t i o n o f t h e i d e a o f a r e f e r e n c e 

c y c l e p e r h a p s m o d i f i e d M i t c h e l l ' s i n s i s t e n c e on c u m u l a t i v e 

change and v a r i a t i o n , t h e aim was s t i l l n o t so much t o i d e n t i f y 

any p r i n c i p l e cause as t o u n d e r s t a n d t h e p r o c e s s e s i n v o l v e d i n 
6 2 

t h e c y c l i c a l movement o f t h e economy. M i t c h e l l d i d a l l o w t h a t 

some f a c t o r s may be more i m p o r t a n t t h a n o t h e r s , and a r g u e d t h a t 

t h e s e f a c t o r s c o u l d be i d e n t i f i e d t h r o u g h an h i s t o r i c a l a c c o u n t 

60. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 
S e t t i n g , pp.382-383; W.C. M i t c h e l l and A. B u r n s , M e a s u r i n g B u s i n e s s 
C y c l e s (New York, 1 9 4 7 ) , pp.24-26; A. Hansen, B u s i n e s s C y c l e s and 
N a t i o n a l Income (New Y o r k , 1 9 5 1 ) , pp.406-410; A.W. C o a t s , 
" M e t h o d o l o g i c a l C o n t r o v e r s y , " pp.313-318. 

6 1 . W.C. M i t c h e l l and A. B u r n s , op. c i t . , pp.480, 506-508. 
62. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 

S e t t i n g , p.55. F r i e d m a n s u g g e s t s t h a t M i t c h e l l ' s use o f t h e i d e a 
o f c u m u l a t i v e c a u s a t i o n became l i m i t e d t o w i t h i n a b u s i n e s s c y c l e . 
See M. F r i e d m a n , o p . c i t . , p.256; and a l s o P.T. Homan, C o n t e m p o r a r y 
Economic T h o u g h t , p.405; and A. Gruc h y , Modern Economic T h o u g h t , 
p p . 3 0 0 - 3 0 1 , 3 2 1 . 
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o f t h e d e v e l o p m e n t o f t h e phenomenon i n q u e s t i o n . ^ M i t c h e l l 

h e r e , i s a d m i t t i n g t h a t t h e r e i s a need f o r "a p a t t e r n w h i c h 

s h o u l d e n a b l e us t o d i s c u s s t h e wide d i v e r s i t y o f p r o c e s s e s 

i n v o l v e d i n b u s i n e s s c y c l e s w i t h o u t f a l l i n g i n t o c o n f u s i o n ; " ^ 

and t h e b a s i s o f t h e p a t t e r n t h a t M i t c h e l l c h ose i s t h e r e c o g 

n i t i o n " t h a t p r o f i t m a k i n g i s t h e c e n t r a l p r o c e s s among t h e 

c o n g e r i e s t h a t c o n s t i t u t e t h e a c t i v i t i e s o f a b u s i n e s s economy. 

I n h i s i d e a o f a n a l y t i c d e s c r i p t i o n M i t c h e l l e x p l i c i t l y 

r e j e c t s t h e u s e f u l n e s s o f t h e c o n c e p t o f e q u i l i b r i u m . The c o n 

c e p t o f e q u i l i b r i u m i s o n l y u s e f u l , a c c o r d i n g t o M i t c h e l l , when 

d e a l i n g w i t h s t a t i c a n a l y s i s . What i s more, such c o n c e p t s as 

a " n o r m a l s t a t e o f t r a d e , " " e q u i l i b r i u m p o s i t i o n s , " o r " n a t u r a l 

r a t e s o f i n t e r e s t " a r e n o t o b s e r v a b l e and hence o f l i t t l e U S B . ^ 

On t h e o t h e r hand, t h e i d e a o f a " b a l a n c e " i s used by M i t c h e l l 

i n t h e sense o f l o c a t i n g i t e m s t h a t " s t a n d o p p o s i t e each o t h e r " 

and t r a c i n g t h e c o n s e q u e n c e s o f any i m b a l a n c e . M i t c h e l l , 

however, warned a g a i n s t any a s s u m p t i o n t h a t " t h e s e c o n s e q u e n c e s 
6 7 

w i l l a l w a y s be o f t h e s o r t w h i c h t e n d t o r e s t o r e b a l a n c e . " 

To summarise M i t c h e l l ' s p o s i t i o n ; he a r g u e d t h a t t h e c o r r e c t 

a p p r o a c h t o t h e i n v e s t i g a t i o n o f b u s i n e s s c y c l e s was s t a t i s t i c a l 

63. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s S e t 
t i n g , pp.55-60. 

64. I b i d . , p.186. 
65. I b i d . , p.183. 
66. I b i d . , pp.186-187; i t has been c l a i m e d t h a t M i t c h e l l ' s 

l a t e r use o f t h e r e f e r e n c e c y c l e was i n some sense a move t o w a r d 
an a n a l y s i s o f a " n o r m a l " cause o f e v e n t s . See E. Ames, "A 
T h e o r e t i c a l and S t a t i s t i c a l D i l e m m a - - t h e C o n t r i b u t i o n s o f B u r n s , 
M i t c h e l l , and F r i c k e y t o B u s i n e s s C y c l e T h e o r y , " E c o n o m e t r i c a 16 
( 1 9 4 8 ) : 356-357. See a l s o A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " 
pp.314-318. C o a t s a r g u e s t h a t M i t c h e l l ' s r e f e r e n c e c y c l e c a n n o t 
be p r o p e r l y i n t e r p r e t e d as a " n o r m a l " c y c l e . 

67. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 
S e t t i n g , pp.187-188. 
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and i n s t i t u t i o n a l ; t h a t t h e l e a d i n g q u e s t i o n s h o u l d be "How do 

b u s i n e s s c y c l e s r u n t h e i r c o u r s e " r a t h e r t h a n "What ca u s e s 
6 8 

b u s i n e s s c y c l e s ; " t h a t e q u i l i b r i u m a n a l y s i s , as u s u a l l y 

u n d e r s t o o d , was o f l i t t l e v a l u e ; and t h a t t h e a n a l y s i s s h o u l d 

be o r g a n i s e d a r o u n d "a c l u e p r o v i d e d by t h e b u s i n e s s s y s t e m " 
6 9 

w h i c h was " t h e p r o s p e c t s o f p r o f i t s . " As Hansen has e x p r e s s e d 

i t : 
Thus w h a t e v e r f a c t o r s a f f e c t p r o f i t s come w i t h i n 
t h e sweep o f t h e a n a l y s i s . The f a c t o r s o f c h i e f 
s i g n i f i c a n c e a r e : ( 1 ) t h e p r i c e s w h i c h c o n s t i t u t e 
b u s i n e s s r e c e i p t s , (2) t h e p r i c e s w h i c h c o n s t i t u t e 
b u s i n e s s e x p e n s e s , ( 3 ) t h e v a l u e o f s a l e s , ( 4 ) 
c u r r e n c y t o make p a y m e n t s , ( 5 ) t h e a v a i l a b i l i t y o f 
bank c r e d i t . We must know what f l u c t u a t i o n s t h e s e 
f a c t o r s u n d e r g o , and we must f o l l o w t h e i r i n t e r 
a c t i o n s t o see how t h e y a f f e c t t h e p r o s p e c t s o f 
p r o f i t s . , ^ 

The a n a l y t i c d e s c r i p t i o n o f t h e c o u r s e o f a b u s i n e s s c y c l e 

f i n a l l y a r r i v e d a t by M i t c h e l l c o n c e n t r a t e s h e a v i l y on t h e 

c o u r s e o f b u s i n e s s c a s t s , p r i c e s and t h e i r e f f e c t on p r o f i t s . 

S t a r t i n g w i t h t h e r e c o v e r y phase f r o m a d e p r e s s i o n , M i t c h e l l 

a r g u e s t h a t " t h e v e r y c o n d i t i o n s o f b u s i n e s s d e p r e s s i o n b e g e t a 

r e v i v a l o f a c t i v i t y . " T h i s i s because: 
Among t h e u l t i m a t e e f f e c t s o f a p e r i o d o f h a r d 
t i m e s . . . a r e t h e f o l l o w i n g : a l e s s e n i n g i n t h e 
p r i m e and s u p p l e m e n t a r y c o s t s o f m a n u f a c t u r i n g 
c o m m o d i t i e s , a r e d u c t i o n i n t h e s t o c k s o f goods 
h e l d by w h o l e s a l e and r e t a i l m e r c h a n t s , a l i q u i d 
a t i o n o f b u s i n e s s d e b t s , l o w r a t e s o f i n t e r e s t , 
a b a n k i n g p o s i t i o n w h i c h f o r c e s an i n c r e a s e o f 
l o a n s , and an i n c r e a s i n g demand among i n v e s t o r s 

68. I b i d . , p.470. 
69. I b i d . , pp.469-474; and W.C. M i t c h e l l , "The P r o b l e m o f 

C o n t r o l l i n g B u s i n e s s C y c l e s " i n L. E d i e , ed., The S t a b i l i z a t i o n 
o f B u s i n e s s (New Y o r k , 1923),, p . 1 3 

70. A. Hansen, B u s i n e s s C y c l e s and N a t i o n a l Income (New 
Y o r k , 1 9 5 1 ) , p.397. 
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f o r c o r p o r a t e s e c u r i t i e s . ^ 

M i t c h e l l p o i n t s o u t t h a t a l l t h e s e c o n d i t i o n s a r e c o n d u c i v e 

t o a r e v i v a l o f b u s i n e s s . C o s t s w o u l d f a l l w i t h d e c l i n i n g raw 

m a t e r i a l p r i c e s and i n t e r e s t r a t e s . E f f i c i e n c y w o u l d i m p r o v e 

due t o w o r k e r s s e e k i n g t o r e t a i n t h e i r j o b s , and w i t h " c l o s e r 

economy" e x e r t e d by b u s i n e s s m e n . Overheads w o u l d be r e d u c e d by 

b u s i n e s s r e o r g a n i s a t i o n o f f i r m s i n d i f f i c u l t y , by t h e r e d u c 

t i o n o f r e n t a l s , t h e r e f u n d i n g o f l o a n s , t h e w o r k i n g o f f o f bad 
72 

d e b t s , and t h e w r i t i n g down o f d e p r e c i a t e d p r o p e r t i e s . 
At t h e same t i m e M i t c h e l l saw t h e r e v i v a l o f t r a d e b e i n g 

s p u r r e d by p a p u l a t i o n g r o w t h , and t h e a r r i v a l o f new t a s t e s and 
73 

new p r o d u c t s . Of g r e a t e r i m p o r t a n c e , p e r h a p s , was t h e s t i m 

u l a t i o n p r o v i d e d t o m a n u f a c t u r i n g b u s i n e s s when r e t a i l and 

w h o l e s a l e f i r m s c e a s e d r u n n i n g down t h e i r i n v e n t o r i e s and s t a r t e d 

p l a c i n g new o r d e r s w i t h m a n u f a c t u r e r s , ^ b u t "most i m p o r t a n t o f 

a l l " i s t h e r e v i v a l i n b u s i n e s s i n v e s t m e n t and p a r t i c u l a r l y i n 

c o n s t r u c t i o n . T h i s M i t c h e l l saw as b e i n g due t o t h e g r a d u a l 

d r y i n g up o f t h e o p p o r t u n i t i e s t o buy i n t o o l d b u s i n e s s e s a t 

f a v o u r a b l e p r i c e s , t h e d e c l i n e i n b u s i n e s s " t i m i d i t y , " t h e l o w 

r a t e s o f i n t e r e s t on l o n g t e r m bonds, t h e f a v o u r a b l e t e r m s w h i c h 

can be g a i n e d on c o n t r a c t s f o r c o n s t r u c t i o n , and t h e a c c u m u l a t e d 

7 1 . W.C. M i t c h e l l , B u s i n e s s C y c l e s , p.452; see a l s o W.C. 
M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s C y c l e s , " o p . c i t . , 
p. 15. 

72. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , pp.33-34; and W.C. M i t c h e l l , B u s i n e s s C y c l e s , 
pp.562-569. 

73. W..C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , p.34; and W.C. M i t c h e l l , B u s i n e s s C y c l e s , p.566. 

74. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " op. c i t . , p.34; and W.C. M i t c h e l l , B u s i n e s s C y c l e s , p.565. 
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t e c h n i c a l i m p r o v e m e n t s w h i c h new p l a n t s c o u l d t a k e a d v a n t a g e 

o f . 

The most i n t e r e s t i n g p o i n t t o n o t e h e r e i s t h e f a c t t h a t 

a l t h o u g h M i t c h e l l s t r e s s e s t h e i n t e r n a l n a t u r e o f t h e r e c o v e r y , 

and d e p r e c i a t e s e x p l a n a t i o n s t h a t r e l y on e x t e r n a l e v e n t s , he 

g i v e s a r o l e t o " a c c u m u l a t e d t e c h n i c a l i m p r o v e m e n t s , " changes 

i n t a s t e , and new p r o d u c t s , t h a t w o u l d h a r d l y seem t o be endogenous 

v a r i a b l e s . ^ 

Once a r e c o v e r y has begun i t g a t h e r s momentum due t o t h e 

c l o s e l i n k a g e s between d i f f e r e n t i n d u s t r i e s , and because o f a 

g e n e r a l r e v i v a l o f b u s i n e s s o p t i m i s m w h i c h " h e l p s b r e e d c o n -
77 

d i t i o n s w h i c h b o t h j u s t i f y and i n t e n s i f y i t . " M i t c h e l l sees 

t h i s movement o u t o f d e p r e s s i o n b e c o m i n g c u m u l a t i v e , and e v e n t u a l l y 

r e a c h i n g a p o i n t where " t h e i m p e t u s t o w a r d a c t i v i t y " i s " c a r r i e d 
7 8 

o u t f r o m t h e c e n t e r s t o a l l c o r n e r s o f t h e l a n d . " 
I n t h e e a r l y s t a g e o f r e c o v e r y p r i c e s w i l l n o t t e n d t o 
79 

r i s e , b u t as t h e economy p r o c e e d s t h e r e comes a p o i n t where 

any f u r t h e r e x p a n s i o n i n o u t p u t w i l l be a c c o m p a n i e d by an i n c r e a s e 

i n p r i c e s , as e x c e s s c a p a c i t y d i s a p p e a r s and e x p a n s i o n o f o u t 

p u t i mposes a d d i t i o n a l s u p p l e m e n t a r y and p r i m e c o s t s on t h e 

p r o d u c e r . A l s o , t h e r e v i v a l o f b u s i n e s s h e l p s t h e r e e s t a b l i s h -

ment o f t h e s t r a t e g i c p o s i t i o n o f t h e s e l l e r and o f p r i c e f i x i n g 
i • .. 80 c o m b i n a t i o n s . 

75. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , p.34; and W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.566-
567. 

76. For comment on t h i s see A. Hansen, op. c i t • , p.399. 
77. W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.453-455. 
78. I b i d . , p.456. 
79. I b i d . , pp.457-458. 
80. I b i d . , pp.458-459. 



As l o n g as t h i s a dvance i n p r i c e s i s " g r a d u a l and w e l l 

b a l a n c e d " i t w i l l n o t r e t a r d t h e r e c o v e r y . I n d e e d , a c c o r d i n g 

t o M i t c h e l l i t may s t i m u l a t e t h e r e c o v e r y f u r t h e r as b u y e r s 

"become e a g e r t o l a y i n l a r g e s t o c k s o r t o make l o n g c o n t r a c t s 

w h i l e q u o t a t i o n s a r e s t i l l m o d e r a t e and t e r m s a r e s t i l l e a s y . " 

Thus, t h e a n t i c i p a t i o n o f f u r t h e r a dvances i n p r i c e s l e a d s t o 
8 1 

t h e g r o w t h o f demand d e s p i t e t h e r i s i n g p r i c e l e v e l . 

T h i s r i s e i n p r i c e s s p r e a d s and becomes c u m u l a t i v e , and 

a l t h o u g h M i t c h e l l i s c l e a r t h a t t h e advance i n p r i c e s i s n o t 

u n i f o r m o v e r a l l l i n e s o f a c t i v i t y , most b u s i n e s s e s can a t l e a s t 

d e f e n d t h e i r p r o f i t m a r g i n s and, o v e r a l l , 
l a r g e r p r o f i t s r e s u l t f r o m t h e s e d i v e r g e n t p r i c e 
f l u c t u a t i o n s , c o u p l e d w i t h t h e g r e a t e r p h y s i c a l 
v a l u e o f s a l e s . For w h i l e t h e p r i c e s o f raw 
m a t e r i a l s and o f wares b o u g h t f o r r e s a l e u s u a l l y , 
and t h e p r i c e s o f bank l o a n s o f t e n , r i s e f a s t e r 
t h a n s e l l i n g p r i c e s , t h e p r i c e s o f l a b o r l a g 
b e h i n d , and t h e p r i c e s t h a t make up o v e r h e a d c o s t s 
a r e m a i n l y s t e r e o t y p e d f o r a t i m e by o l d a g r e e 
m e nts r e g a r d i n g s a l a r i e s , l e a s e s , and b o n d s . ^ 

The i n c r e a s e i n p r o f i t s l e a d s t o "a marked e x p a n s i o n o f 

i n v e s t m e n t s " w h i c h r e i n f o r c e s t h e upward movement. T h i s s u g g e s t 

t h a t t h e movement w i l l c o n t i n u e on u p w a r d s , as " e v e r y i n c r e a s e 

i n t h e p h y s i c a l v a l u e o f t r a d e " c a u s e s o t h e r i n c r e a s e s , e v e r y 

" c o n v e r t t o o p t i m i s m " makes new c o n v e r t s , and " e v e r y advance o f 
8 3 

p r i c e s " f u r n i s h e s i n c e n t i v e f o r f u r t h e r a d v a n c e s . However, f o 

t h e c o n t i n u a n c e o f p r o s p e r i t y " i t i s i n d i s p e n s i b l e t h a t a c e r t a i 

b a l a n c e be m a i n t a i n e d between t h e f u n d a m e n t a l p r o c e s s e s w h i c h 

8 1 . I b i d . , pp.459-460. 
82. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 

C y c l e s , " o p . c i t . , p.18. 
83. I b i d . , pp.18-19. 
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c o n s t i t u t e t h e a c t i v i t y o f t h e s y s t e m , " and any s e r i o u s " m a l 
a d j u s t m e n t " can push t h e s y s t e m o n t o a c u m u l a t i v e downward 
p a t h . M i t c h e l l n o t e s t h a t " t h e r e g u l a r i t y w i t h w h i c h t h i s 

happens s u g g e s t s t h a t p r o s p e r i t y i t s e l f has o t h e r e f f e c t s t h a n 
8 4 

t h o s e w h i c h t e n d t o s u s t a i n and i n t e n s i f y b u s i n e s s a c t i v i t y . " 

P r o s p e r i t y , t h e n , b r e e d s c e r t a i n " s t r e s s e s " w h i c h e v e n t u a l l y 

r e s u l t i n a d o w n t u r n . Among t h e s e s t r e s s e s M i t c h e l l e m p h a s i s e s 

t h e i n c r e a s i n g c o s t s o f d o i n g b u s i n e s s due t o i n c r e a s e s i n 

s u p p l e m e n t a r y c o s t s . For i n s t a n c e , b u i l d i n g a new p l a n t i n t h e 

m i d s t o f a p e r i o d o f p r o s p e r i t y i n v o l v e s h i g h c o n s t r u c t i o n c o s t s 

and h i g h i n t e r e s t c h a r g e s , o r i f l e a s e s e x p i r e o r bonds f a l l 
8 5 

due h i g h e r r e n t s o r i n t e r e s t c h a r g e s must be b o r n e . Prime 

c o s t s a l s o advance i n t h a t o l d m a c h i n e r y and l e s s e f f i c i e n t work

men must be p u t t o work, o v e r t i m e must be p a i d , and wages b e g i n 

8 6 
t o r i s e . The c o s t o f m a t e r i a l s a l s o b e g i n s t o r i s e more 

8 7 
r a p i d l y , and t h e c o m b i n a t i o n o f t h e s e f a c t o r s means t h a t b u y i n g 
p r i c e s b e g i n t o " c r e e p up on s e l l i n g p r i c e s " d u r i n g p e r i o d s o f . , 88 p r o s p e r i t y . 

The c o s t o f l o a n s goes up and l e n d e r s may r e f u s e t o f u r t h e r 
e x t e n d t h e m s e l v e s . T h i s r e s u l t s i n many p r o j e c t s b e i n g r e l -

89 

i n q u i s h e d o r p o s t p o n e d , and t h i s d i f f i c u l t y i n f i n a n c i n g new 

p r o j e c t s i n t e n s i f i e s an " e a r l i e r a c t i n g " check on i n v e s t m e n t 

goods i n d u s t r i e s . T h i s check i s based on t h e i d e a o f t h e r e p l a c e -

84. I b i d . , p p . 2 0 - 2 1 . 
85. W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.475-476. 
86. I b i d . , pp.476-480. 
87. I b i d . , p . 4 8 1 . See a l s o W.C. M i t c h e l l , "The P r o b l e m o f 

C o n t r o l l i n g B u s i n e s s C y c l e s , " o p . c i t . , pp.21-23. 
88. W.C. M i t c h e l l , B u s i n e s s C y c l e s , p . 4 8 1 . 
89. I b i d . , pp.485-487 and 489-492. 



ment demand f o r i n v e s t m e n t goods and i s s i m i l a r t o t h e a c c e l 

e r a t i o n t h e o r i e s o f i n v e s t m e n t d e v e l o p e d by J.M. C l a r k . As 

soon as t h e r a t e o f i n c r e a s e i n t h e p h y s i c a l q u a n t i t y o f p r o d u c t s 

s l a c k e n s , t h e b u s i n e s s o f t h e c o n s t r u c t i o n and i n v e s t m e n t goods 
90 

i n d u s t r i e s m i l l t e n d t o d e c l i n e . 

D i s a s t e r , a c c o r d i n g t o M i t c h e l l , c o u l d o n l y be p r e v e n t e d 

by c o n t i n u a l i n c r e a s e s i n p r i c e s t o o f f s e t t h e i n c r e a s e s i n 

c o s t s and t h e e n c r o a c h m e n t on p r o f i t s , b u t " i t i s i m p o s s i b l e t o 

keep s e l l i n g p r i c e s r i s i n g f o r an i n d e f i n i t e t i m e , " f i r s t 

b ecause t h e banks e v e n t u a l l y r u n o u t o f r e s e r v e s and have t o 

r e f u s e l o a n s "upon any t e r m s , " and second because o f t h e " i n e q -
91 

u a l i t i e s " i n v o l v e d i n t h e upward movement o f p r i c e s . Some 

i n d u s t r i e s c a n n o t r a i s e p r i c e s so e a s i l y as o t h e r s , because o f 

l a w , r e g u l a t i o n by c o m m i s s i o n , because o f l o n g t e r m c o n t r a c t s , 

o r even because o f c u s t o m . Some i n d u s t r i e s may have expanded 

d u r i n g t h e u p s w i n g b u t f i n d t h a t t h e g r o w t h o f demand f o r t h e i r 
9 2 

o u t p u t has become r e p r e s s e d by t h e r i s i n g p r i c e s . Thus: 
As p r o s p e r i t y a p p r o a c h e s i t s h e i g h t . . . a s h a r p con
t r a s t d e v e l o p s between t h e b u s i n e s s p r o s p e c t s o f 
d i f f e r e n t e n t e r p r i s e s . Many, p r o b a b l y t h e m a j o r i t y , 
a r e m a k i n g more money t h a n a t any p r e v i o u s s t a g e o f 
t h e b u s i n e s s c y c l e . B ut an i m p o r t a n t m i n o r i t y , a t 
l e a s t , f a c e t h e p r o s p e c t s o f d e c l i n i n g p r o f i t s . The 
more i n t e n s e p r o s p e r i t y becomes, t h e l a r g e r grows 
t h i s t h r e a t e n e d g r o u p . 

As soon as b u s i n e s s f a c e s t h e p r o s p e c t o f d e c l i n i n g p r o f i t s 

t h e " c r i t i c a l p o i n t " i n t h e c y c l e i s r e a c h e d . A d e c l i n e i n 

90. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " op . c i t . , pp.23-26. 

9 1 . I b i d . , p.26; W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.492-496 
92. W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.496-502. 
93. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 

C y c l e s , " o p . c i t . , p.28. 
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p r o f i t s t h r e a t e n s t h e s e c u r i t y o f o u t s t a n d i n g c r e d i t s w h i c h a r e 
94 

based on t h e c a p i t a l i s e d v a l u e o f p r e s e n t and f u t u r e p r o f i t s . 

C a u t i o u s c r e d i t o r s r e f u s e t h e r e n e w a l o f o l d l o a n s and b e g i n t o 

p r e s s f o r s e t t l e m e n t o f o u t s t a n d i n g a c c o u n t s , and i n t h i s 

manner " p r o s p e r i t y u l t i m a t e l y b r i n g s on c o n d i t i o n s w h i c h s t a r t 
95 

a l i q u i d a t i o n o f t h e huge c r e d i t s w h i c h i t has p i l e d up." T h i s 

l i q u i d a t i o n i n t u r n may merge i n t o a c r i s i s o r even a p a n i c . 

Once a l i q u i d a t i o n b e g i n s i t s p r e a d s r a p i d l y , as one f i r m 

u n d e r p r e s s u r e f r o m i t s c r e d i t o r s w i l l p u t p r e s s u r e on t h e i r 

own d e b t o r s . B u s i n e s s e s c o n c e n t r a t e on m a i n t a i n i n g s o l v e n c y 
r a t h e r t h a n p u s h i n g t h e i r s a l e s so t h e volume o f new o r d e r s d r o p s 

9 6 

o f f . E x p a n s i o n may g i v e way t o c o n t r a c t i o n w i t h o u t a " v i o l e n t 

w r e n c h , " b u t a d o w n t u r n i n t h e economy may l e a d t o a p a n i c i f 

t h e p r o c e s s o f l i q u i d a t i o n meets a "weak l i n k " and some "con-
97 

s p i c u o u s e n t e r p r i s e " i s f o r c e d i n t o b a n k r u p t c y . Such a bank

r u p t c y may s p r e a d a l a r m among t h e p u b l i c and t h i s i n t u r n may 

f o r c e banks i n t o d i f f i c u l t i e s i f t h e r e i s a s h a r p i n c r e a s e i n t h e 

demand f o r r e p a y m e n t o f d e p o s i t s . I f t h e banks c a n n o t meet t h e 
9 8 

demands p l a c e d upon them t h e n t h e c r i s i s may t u r n i n t o a p a n i c . 

I f banks r e f u s e , u n d e r s t r e s s , t o expand t h e i r l o a n s , o r 

a c t u a l l y c o n t r a c t t h e i r l e n d i n g , i n t e r e s t r a t e s a r e f o r c e d t o 

e x t r e m e l y h i g h l e v e l s and t h i s c a u s e s " f o r c e d s u s p e n s i o n s and 
94. I b i d . , pp.28-29; and W.C. M i t c h e l l , B u s i n e s s C y c l e s , 

pp.502-51 1. T h i s p a r t o f M i t c h e l l ' s a n a l y s i s has a c l o s e s i m i l a r 
i t y t o V/eblen's t r e a t m e n t o f c y c l e s . 

95. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , p.29. 

96. I b i d . , p.29. 
97. I b i d . , p.30. 
98. I b i d . , p p . 3 0 - 3 1 . See a l s o W.C. M i t c h e l l , B u s i n e s s 

C y c l e s , pp.514-550 f o r a c l o s e d e s c r i p t i o n o f p a r t i c u l a r p a n i c s . 
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b a n k r u p t c i e s . " The s e v e r e f i n a n c i a l p r e s s u r e l e a d s t o workmen 

b e i n g d i s c h a r g e d and as t h i s s p r e a d s t h e v a l u e o f p u r c h a s i n g 

power a l s o d e c l i n e s and w i t h i t t h e demand f o r b o t h c u r r e n t 

o u t p u t and t h e demand f o r raw m a t e r i a l s , c a p i t a l goods, and 
99 

c o n s t r u c t i o n . T h i s downward movement a g a i n becomes c u m u l a t i v e . 

C o m p e t i t i o n f o r what b u s i n e s s r e m a i n s becomes f i e r c e i n 

t h e c o n t r a c t i o n and r e s u l t s i n a f a l l i n t h e l e v e l o f p r i c e s , 

and w h i l e t h e f a l l i n p r i c e s r e d u c e s p r o f i t s , t h e d e c l i n e i n 

p r i c e s and t h e volume o f t r a d e b e g i n a g a i n t h e p r o c e s s e s w h i c h 

w i l l g r a d u a l l y overcome t h e depression.'""'^ 

The p o i n t s t o n o t e a b o u t t h i s d e s c r i p t i o n o f t h e c y c l e a r e , 

f i r s t , i t s i n t e r n a l i s t n a t u r e . D e s p i t e t h e e x c e p t i o n s m e n t i o n e d 

above M i t c h e l l r e f u s e s t o a n a l y s e c y c l e s i n t e r m s o f o u t s i d e 

s h o c k s o r d i s t u r b a n c e s . The c y c l e i s c r e a t e d by t h e i n s t i t u 

t i o n a l s e t t i n g w h i c h b o t h g e n e r a t e s c u m u l a t i v e movements and 

p r o v i d e s t h e f l o o r and c e i l i n g , t h e t u r n i n g p o i n t s , o f t h e 

c u m u l a t i v e movements. Second, t h e r e l a t i v e l a c k o f i m p o r t a n c e 

t h a t M i t c h e l l gave t o m o n e t a r y f a c t o r s . M i t c h e l l d i d a l l o w t h a t 

t h e s u p p l y o f money may a f f e c t t h e i n t e r e s t r a t e and t h a t a 

d e p r e s s i o n may be s h o r t e r i f t h e s u p p l y o f g o l d i s i n c r e a s e d , b u t 
by and l a r g e M i t c h e l l t e n d e d t o r e g a r d money s u p p l y as a p a s s i v e 

1 01 

f a c t o r . T h i s i s p e r h a p s made c l e a r e r i n M i t c h e l l ' s l a t e r 

work B u s i n e s s C y c l e s : The P r o b l e m and I t s S e t t i n g , where M i t c h e l l 

r e t u r n s t o t h e q u a n t i t y t h e o r y and a r g u e s t h a t an i n c r e a s e i n 

99. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , pp.30-32; W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.556-
558. 

100. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " op. c i t . , pp.33-35; W.C. M i t c h e l l , B u s i n e s s C y c l e s , pp.558-
569 . 

1 0 1 . W.C. M i t c h e l l , B u s i n e s s C y c l e s , p.562; A. H i r s c h , 
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t h e p r i c e l e v e l o r t h e number o f t r a n s a c t i o n s may r e s u l t i n 

an i n c r e a s e i n money s u p p l y . Thus: 

A l l t h e t i m e b u s i n e s s m e n have an i n c e n t i v e t o buy 
as many goods as t h e y can r e s e l l a t a p r o f i t , and 
t o c h a r g e p r i c e s as h i g h as t h e t r a f f i c w i l l b e a r . 
I n d e p r e s s i o n , r e v i v a l , m o d e r a t e p r o s p e r i t y and 
m i l d r e c e s s i o n s , t h e e f f e c t i v e l i m i t upon t h e i r 
t r a n s a c t i o n s i s s e t by c o m m e r c i a l demand. Money 
and b a n k i n g c o n d i t i o n s w o u l d p e r m i t a l a r g e r volume 
o f b u s i n e s s . ^ 2 

M i t c h e l l i s a r g u i n g t h a t m o n e t a r y c o n d i t i o n s a r e o n l y 

r e a l l y i m p o r t a n t i n " i n t e n s e booms" when t h e money s u p p l y may 

s e t a l i m i t , b u t money s u p p l y c a n n o t be seen as t h e cause o f 

c y c l e s . T h i s , o f c o u r s e , i s c l o s e l y c o n n e c t e d w i t h M i t c h e l l ' s 

v i e w t h a t c y c l e s c a n n o t be blamed on any e x t e r n a l f a c t o r and 

t h a t t h e e x i s t e n c e o f c y c l e s must be t a k e n as " e v i d e n c e t h a t t h e 

a u t o m a t i c f u n c t i o n i n g o f o u r b u s i n e s s s y s t e m i s d e f e c t i v e . " 

M i t c h e l l a l s o a r g u e d t h a t t h e p r o b l e m o f c y c l e s was becoming 

worse due t o t h e g r o w i n g t e n d e n c y o f l a r g e c o r p o r a t i o n s n o t t o 

r e d u c e t h e i r p r i c e s i n d e p r e s s i o n s , m aking t h e " a u t o m a t i c p r o c e s s 
103 

o f r e c o v e r y " l e s s " p r o m p t and e f f e c t i v e . " T h i s n o t i o n o f 

t h e b u s i n e s s s y s t e m b e i n g d e f e c t i v e was n o t c o n f i n e d i n M i t c h e l l ' s 

t h o u g h t t o b u s i n e s s c y c l e s . A l t h o u g h c y c l e s t o o k most o f h i s 

" M i t c h e l l , L a u g h l i n , and t h e Q u a n t i t y T h e o r y o f Money," o p . c i t . , 
pp . 836-838. 

102. W.C. M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s 
S e t t i n g , pp.128-139, p a r t i c u l a r l y pp.137-138. H i r s c h s u g g e s t s 
t h a t t h e p o s i t i o n M i t c h e l l t o o k i n t h i s work was p a r t l y a r e a c t i o n 
t o I . F i s h e r ' s c r i t i c i s m o f M i t c h e l l ' s B u s i n e s s C y c l e s . See A. 
H i r s c h , " M i t c h e l l , L a u g h l i n , and t h e Q u a n t i t y T h e o r y o f Money," 
o p . c i t . , pp.837-838; and I . F i s h e r , "The B u s i n e s s C y c l e L a r g e l y 'A 
Dance o f t h e D o l l a r ' , " J o u r n a l o f t h e A m e r i c a n S t a t i s t i c a l 
A s s o c i a t i o n 18 ( 1 9 2 3 ) : 1024-1028; and I . F i s h e r , "Our U n s t a b l e 
D o l l a r and t h e S o - C a l l e d B u s i n e s s C y c l e , " i b i d . , 20 ( 1 9 2 5 ) : 179-
202. 

103. W.C. M i t c h e l l , "The S o c i a l S c i e n c e s and N a t i o n a l P l a n 
n i n g , " o p . c i t . , pp.91-92. 
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a t t e n t i o n , M i t c h e l l a l s o l o o k e d a t s e v e r a l o t h e r d e f i c i e n c i e s 

i n t h e s y s t e m . 

M i t c h e l l , on o c c a s i o n , a r g u e d t h a t even a t t h e peak o f 

p r o s p e r i t y a c t u a l p r o d u c t i o n " f a l l s s h o r t o f what p r o d u c t i o n 

m i g h t be i f we c o u l d make use o f a l l o u r f a c i l i t i e s . " M i t c h e l l 

q u o t e s f i g u r e s t h a t s u g g e s t t h a t w i t h t h e a v a i l a b l e e q u i p m e n t 

and p r a c t i c e s p r o d u c t i o n c o u l d be i n c r e a s e d by 25%, w h i l e i f 

" b e s t c u r r e n t p r a c t i c e s " were u t i l i s e d i n a l l i n d u s t r i e s p r o d 

u c t i o n c o u l d be i n c r e a s e d by some 60%.^^^ M i t c h e l l a l s o r e g a r d e d 

s m a l l s c a l e and l a c k o f c o o p e r a t i o n , o r t h e " p l a n l e s s n e s s " o f 

t h e s y s t e m as a w h o l e , as a s o u r c e o f i n e f f i c i e n c y , a l t h o u g h he 

was a l s o aware o f t h e d a n g e r s o f monopoly. To M i t c h e l l , t h e n , 

t h e b u s i n e s s s y s t e m p l a c e d c e r t a i n " o v e r h e a d s " on t h e o p e r a t i o n 
105 

o f i n d u s t r y . On t h e c o n s u m p t i o n s i d e M i t c h e l l a l s o f o u n d 

i n e f f i c i e n c i e s i n t h e f o r m o f l a c k o f k n o w l e d g e among h o u s e w i v e s , 

and f u r t h e r d i f f i c u l t i e s i n t h e d e s i r e f o r d i s t i n c t i o n , t h e r o l e 

o f c u s t o m a r y o r c o n v e n t i o n a l v a l u e s , and b u s i n e s s a d v e r t i s i n g 
, , . . . . . 106 

i n m o u l d i n g c o n s u m p t i o n c h o i c e s . 

For M i t c h e l l t h e c u r e f o r b u s i n e s s c y c l e s and t h e s e o t h e r 

p r o b l e m s was t o be f o u n d i n some k i n d o f n a t i o n a l p l a n n i n g and 

g o v e r n m e n t s p o n s o r e d r e s e a r c h i n s t i t u t e s , d e s i g n e d t o " g i v e f u l l 

s cope t o modern e n g i n e e r i n g t e c h n i q u e " and t o e n c o u r a g e t h e 

a d j u s t m e n t o f e v e r y i n d u s t r y " t o e v e r y one o f t h e i n d u s t r i e s w i t h 

104. I b i d . , pp.93-94. 
105. W.C. M i t c h e l l , " M a king Goods and M a k i n g Money," op. c i t . , 

p.147. 
106. W.C. M i t c h e l l , "The Backward A r t o f S p e n d i n g Money," 

i n The Backward A r t o f S p e n d i n g Money., pp. 3-19.. . See a l s o W.C. 
M i t c h e l l , B u s i n e s s C y c l e s : The P r o b l e m and I t s S e t t i n g , p.165. 
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w h i c h i t i n t e r l o c k s . " M i t c h e l l f e l t t h a t i f t h i s was done 

" t h e p r o c e s s e s o f m a k i n g u s e f u l goods" wo u l d " r u n s m o o t h l y 

f r o m t h e p r o d u c t i o n o f raw m a t e r i a l s t o t h e d e l i v e r y o f t h e 
107 

f i n i s h e d p r o d u c t a t t h e d o o r o f t h e u l t i m a t e consumer." 

The n a t i o n a l p l a n n i n g b o a r d i n M i t c h e l l ' s v i e w s h o u l d o n l y 

be an a d v i s i n g body, b u t a t t h e same t i m e i t s h o u l d a t t e m p t t o 

d e v e l o p n a t i o n a l p l a n s r a t h e r t h a n " p i e c e m e a l " p l a n s , as t h e 

l a t t e r , i n M i t c h e l l ' s v i e w , " i s d e f e c t i v e i n p r i n c i p l e " as i t 
10 8 

i g n o r e s t h e c l o s e i n t e r r e l a t e d n e s s o f s o c i a l p r o c e s s e s . 

M i t c h e l l t e n d e d t o a v o i d any p r e c i s e p o l i c y p r o p o s a l s and t o 

s a t i s f y h i m s e l f w i t h g e n e r a l s t a t e m e n t s a b o u t t h e d e s i r a b i l i t y 

o f p l a n n i n g and t h e m a l l e a b l e n a t u r e o f human i n s t i t u t i o n s : 

"For s i n c e t h e money economy i s a complex o f human i n s t i t u t i o n s , 

i t i s s u b j e c t t o amendment." For M i t c h e l l , what was r e q u i r e d 

was more s t u d y and more r e s e a r c h i n t o " j u s t how t h e r u l e s o f 

o u r own m a k i n g t h w a r t o u r w i s h e s and t o change them i n d e t a i l 
109 

o r change them d r a s t i c a l l y as t h e case may r e q u i r e . " 

A l m o s t t h e o n l y d e f i n i t e p r o p o s a l c o n c e r n i n g p l a n n i n g t h a t 

M i t c h e l l made was t h a t t h e r e s h o u l d be some " l o n g r a n g e p l a n n i n g " 

o f c o u n t e r - c y c l i c a l p u b l i c w orks and t h a t s uch l o n g r a n g e 
107. W.C. M i t c h e l l , "The P r o s p e c t s o f E c o n o m i c s , " o p . c i t . , 

p.379. 
108. W.C. M i t c h e l l , " I n t e l l i g e n c e and Economic E v o l u t i o n , " 

o p . c i t . , p p.126-136; and "The S o c i a l S c i e n c e s and N a t i o n a l P l a n 
n i n g , " o p . c i t . , pp.98-102. See a l s o " S t a t i s t i c s and Government," 
and " I n s t i t u t e s f o r R esearch i n t h e S o c i a l S c i e n c e s , " i n The 
Backward A r t , pp.41-57, 5 8 - 7 1 . 

109. W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , pp. 52-53; see a l s o t h e c o m m i t t e e f i n d i n g s i n 
Recent S o c i a l T r e n d s i n t h e U n i t e d S t a t e s (New Y o r k , 1 9 3 3 ) , p p . i x x -
i x x v . 
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110 p l a n n i n g s h o u l d be e x t e n d e d f r o m p u b l i c t o p r i v a t e e n t e r p r i s e . 

Oust how t h i s was t o be done, what p r i n c i p l e s o r c r i t e r i a were 
t o be u s e d , and e x a c t l y hew t h e b e h a v i o u r o f p r i v a t e f i r m s was 
t o be a l t e r e d M i t c h e l l n e v e r s p e c i f i e d , b u t t h e n he was o f t h e 
o p i n i o n t h a t 

As t h e t a s k o f p l a n n i n g economic r e l a t i o n s i s f a c e d 
i n d e t a i l , i t i s n o t u n l i k e l y t h a t modest schemes 
w i l l be d e v i s e d w h i c h make t h e p r e s e n t o r g a n i s a t i o n 
work more s t e a d i l y . I t i s more i n l i n e w i t h p a s t 
e x p e r i e n c e t o a n t i c i p a t e a l o n g s e r i e s o f c u m u l a t i v e 
i m p r o v e m e n t s w h i c h w i l l g r a d u a l l y t r a n s f o r m e x i s t 
i n g economic o r g a n i s a t i o n i n t o s o m e t h i n g d i f f e r e n t , 
t h a n t o a n t i c i p a t e a sudden r e v o l u t i o n i n o u r 
i n s t i t u t i o n s . ^ ^ ̂  

I I I M i t c h e l l and a T h e o r y o f B u s i n e s s C y c l e s . 

M i t c h e l l ' s work on b u s i n e s s c y c l e s has been t h e s u b j e c t o f 

c o n s i d e r a b l e c r i t i c i s m , p r i n c i p a l l y on m e t h o d o l o g i c a l g r o u n d s . 

S e v e r a l a u t h o r s have c l a i m e d t h a t M i t c h e l l f a i l e d t o p r o v i d e 

any a d e q u a t e t h e o r e t i c a l f r a m e w o r k f o r h i s s t a t i s t i c a l i n v e s -
112 

t i g a t i o n s , and p e r h a p s Koopmans goes f u r t h e s t i n t h i s r e s p e c t j 

a r g u i n g t h a t M i t c h e l l ' s 

110. See W.C. M i t c h e l l , "The P r o b l e m o f C o n t r o l l i n g B u s i n e s s 
C y c l e s , " o p . c i t . , pp.35-53; W.C. M i t c h e l l , "The C r i s i s o f 1920 
and t h e P r o b l e m o f C o n t r o l l i n g B u s i n e s s C y c l e s , " A m e r i c a n Economic 
Review 12, supp. ( 1 9 2 2 ) : 20-32. See a l s o M i t c h e l l ' s c r i t i c i s m s 
o f R o b b i n s i n W.C. M i t c h e l l , " R o b b i n s , The G r e a t D e p r e s s i o n , " 
Q u a r t e r l y J o u r n a l o f Economics 49 ( 1 9 3 4 / 3 5 ) : 503-507. 

111 . " C o m m i t t e e F i n d i n g s , " Recent S o c i a l T r e n d s , p . x x x i . 
112. See L. R o b b i n s , The N a t u r e and S i g n i f i c a n c e o f Economic 

S c i e n c e , pp.102-103; T.C. Koopmans' "Measurement W i t h o u t T h e o r y , " 
o p . c i t . , pp.161-172; W. I s a r d and L. Moses, " F i c k e y , B u r n s and 
M i t c h e l l , and t h e T r a n s p o r t - B u i l d i n g C y c l e s , " Review o f Economics 
and S t a t i s t i c s 32 ( 1 9 5 0 ) : 3 4 7 - 3 5 1 ; E. Ames, "A T h e o r e t i c a l and 
S t a t i s t i c a l Dilemma," o p . c i t . , pp.347-369. E.S. Shaw, "B u r n s and 
M i t c h e l l on B u s i n e s s C y c l e s , " J o u r n a l o f P o l i t i c a l Economy 55 
( 1 9 4 7 ) : 281-289; and I . F i s h e r , "Dur U n s t a b l e D o l l a r and t h e So-
C a l l e d B u s i n e s s C y c l e , " o p . c i t . , pp.179-202. 
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. . . d e c i s i o n n o t t o use t h e o r i e s o f man's economic 
b e h a v i o u r , even h y p o t h e t i c a l 1 y , l i m i t s t h e v a l u e 
t o e c o n o m i c s o f t h e r e s u l t s o b t a i n e d o r o b t a i n a b l e 
by t h e methods d e v e l o p e d . ̂ ^^ 

A c c o r d i n g t o Koopmans t h i s " r e j e c t i o n o f t h e h e l p economic 

t h e o r i s i n g m i g h t g i v e " c r e a t e s a " v o i d " i n M i t c h e l l ' s 'work, i n 

t h a t t h e r e i s l i t t l e g u i d e as t o w h i c h v a r i a b l e s s h o u l d be con-
114 

s i d e r e d t h e most i m p o r t a n t and c o n c e n t r a t e d upon. 

However, n o t a l l c o m m e n t a t o r s have been q u i t e as h a r s h , 

and i t i s w o r t h n o t i n g t h a t much o f t h e c r i t i c i s m l e v e l e d a t 

M i t c h e l l r e l a t e s s p e c i f i c a l l y t o M i t c h e l l and B u r n s ' M e a s u r i n g 

B u s i n e s s C y c l e s w h i c h was n o t meant t o be t a k e n on i t s own. 

M e a s u r i n g B u s i n e s s C y c l e s d i d n o t even p o s s e s s t h e a n a l y t i c des

c r i p t i o n c o n t a i n e d i n t h e 1913 volume B u s i n e s s C y c l e s , b u t 

M i t c h e l l i n t e n d e d t o r e w o r k t h e 1913 d e s c r i p t i o n i n a l a t e r book 
115 

t h a t u n f o r t u n a t e l y r e m a i n e d u n f i n i s h e d a t M i t c h e l l ' s d e a t h . 

W r i t e r s such as Hansen, M i l t o n F r i e d m a n , and J. Schumpeter have 

a l l c l a i m e d t h a t d e s p i t e M i t c h e l l ' s m e t h o d o l o g i c a l p o s i t i o n 

some t h e o r e t i c a l o u t l i n e can be d i s c e r n e d i n h i s work, a l t h o u g h 

t h e y t o o have t h e i r c r i t i c i s m s . 

Hansen a r g u e s t h a t t o t h e e x t e n t t h a t M i t c h e l l p o s s e s s e d 

a t h e o r y i t c o n c e r n e d t h e n o t i o n t h a t changes i n p r e s e n t and 
113. T.C. Koopmans, op.c i t . , p.172. 
114. I b i d . , pp.1 68-172. For a c r i t i c i s m o f Koopmans' v i e w s 

see R. V i n i n g , " M e t h o d o l o g i c a l I s s u e s i n Q u a n t i t a t i v e E c o n o m i c s , " 
The Review o f Economics and S t a t i s t i c s 31 ( 1 9 4 9 ) : 77-94. l / i n i n g 
a l s o d e f e n d s M i t c h e l l i n "Economic T h e o r y and Q u a n t i t a t i v e 
R e s e a r c h , " A m e r i c a n Economic Review 41 ( 1 9 5 1 ) : 106-118. 

115. T h i s book was e v e n t u a l l y p u b l i s h e d i n 1951 u n d e r t h e 
t i t l e , What Happens D u r i n g B u s i n e s s C y c l e s ; A P r o g r e s s R e p o r t , 
e d i t e d by A. B u r n s and p u b l i s h e d by N.B.E.R. The book c e r t a i n l y 
does n o t r e p r e s e n t M i t c h e l l ' s f u l l i n t e n t i o n s . See, on t h i s , A. 
B u r n s , " I n t r o d u c t o r y S k e t c h , " o p . c i t . , pp.36-43; A. B u r n s , "Wesley 
M i t c h e l l and t h e N a t i o n a l B u r e a u , " i n The F r o n t i e r s o f Economic 
Knowledge ( P r i n c e t o n , 1 9 5 4 ) , pp.89-97; " M i t c h e l l on What Happens 
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e x p e c t e d p r o f i t s c r e a t e d c y c l i c a l f l u c t u a t i o n s . On t h e o t h e r 

hand, Hansen p o i n t s o u t t h a t : 

No c o n v i n c i n g case can be made f o r t h e t h e s i s t h a t 
t h e t u r n i n g p o i n t f r o m p r o s p e r i t y t o d e p r e s s i o n i s 
c a u s e d by d e c l i n i n g p r o f i t s , as M i t c h e l l seems t o 
s u g g e s t . We a r e p e r h a p s n e a r e r t h e t r u t h i f we 
r e g a r d p r o f i t s as t h e r e s u l t o f t h e c y c l e movement, 
n o t t h e cause o f t h e c y c l e . 

T h i s , o f c o u r s e , b r i n g s up a m a j o r m e t h o d o l o g i c a l c r i t i c i s m : 

t h a t q u a n t i t a t i v e a n a l y s i s a l o n e c a n n o t show t h e d i r e c t i o n o f 

c a u s a t i o n , and t h a t t h e p i n p o i n t i n g o f c a u s a l r e l a t i o n s h i p s , 

i n t h e f i n a l a n a l y s i s , must r e s t l a r g e l y on t h e o r e t i c a l d i s 

c u s s i o n o f a t y p e M i t c h e l l d i d n o t , a t l e a s t t o t h e e x t e n t 

r e q u i r e d , p r o v i d e . 

M i l t o n F r i e d m a n has a l s o a t t e m p t e d t o u n c o v e r a t h e o r y o f 

c y c l e s f r o m M i t c h e l l ' s 1913 a n a l y t i c d e s c r i p t i o n . F r i e d m a n 

c o n c e n t r a t e s on t h e r o l e t h a t M i t c h e l l gave t o u n c e r t a i n t y a b o u t 

t h e f u t u r e c o u r s e o f p r o f i t s ; t h e l a g g e d r e s p o n s e o f i n d u c e d 

e x p e n d i t u r e s b e h i n d r e c e i p t s , o f p r i c e s b e h i n d changes i n o u t p u t , 

o f i n v e s t m e n t e x p e n d i t u r e s b e h i n d i n v e s t m e n t d e c i s i o n s ; and t h e 
117 

p r o - c y c l i c a l b e h a v i o u r o f t h e b a n k i n g s y s t e m . A l l t h e same, 

F r i e d m a n a d m i t s t h a t a t t i m e s M i t c h e l l ' s work i s " e x a s p e r a t i n g " 

b e c a u s e : "Time and t i m e a g a i n M i t c h e l l seems on t h e v e r g e o f 

making e x p l i c i t a b s t r a c t s t a t e m e n t s a b o u t an e s s e n t i a l e l e m e n t 

i n t h e c y c l i c a l p r o c e s s , o n l y t o w i t h d r a w i n t o a summary o f 

e m p i r i c a l r e g u l a r i t i e s or a l i s t i n g o f s p e c i a l c a s e s o r an e l a b -
118 

o r a t i o n o f q u a l i f i c a t i o n s . " 

D u r i n g B u s i n e s s C y c l e s , " i b i d . , pp.187-198. 
116. A. Hansen, op . c i t p . 4 0 4 . See a l s o E. Ames, o p . c i t . , 

p.357. 
117. M. F r i e d m a n , o p . c i t . , p p . 2 5 7 - 2 7 1 . 
118. I b i d . , pp.257-258. 
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H a r b e r l e r r e g a r d s M i t c h e l l ' s mark as a s y n t h e s i s o f 

v a r i o u s c y c l e t h e o r i e s , b u t pays most a t t e n t i o n t o t h e i d e a 

t h a t c o s t s i n c r e a s e d u r i n g t h e u p s w i n g and r e s u l t i n a d e c l i n e 

i n p r o s p e c t i v e p r o f i t s . H a r b e r l e r l o c a t e s f o u r main a r g u m e n t s 

i n M i t c h e l l ' s t r e a t m e n t ; ( 1 ) t h a t i n t h e u p s w i n g l e s s e f f i c i e n t 

l a b o u r and o l d e r p l a n t s a r e b r o u g h t i n t o use, ( 2 ) money wage 

r a t e s r i s e , ( 3 ) i n t e r e s t r a t e s r i s e , and ( 4 ) t h e r e i s a g r o w t h 
1 1 9 

• f w a s te and a d e c l i n e i n e f f i c i e n c y . H a r b e r l e r t a k e s each 

o f t h e s e a r g u m e n t s i n t u r n and p o i n t s o u t t h a t t h e f i r s t i s 

" s i m p l y a way o f e x p r e s s i n g t h e l a w o f d e c r e a s i n g r e t u r n s " and 

does n o t " e x p l a i n why e x p a n s i o n i s f o l l o w e d by a breakdown and 

d e p r e s s i o n . " The second "does n o t e x p l a i n a n y t h i n g , u n l e s s i t 

i s p o s s i b l e t o show, why e f f i c i e n c y wages must r i s e , o r a r e 

l i k e l y t o r i s e more r a p i d l y t h a n p r i c e s - - t h a t i s t o say, i f a 

t i m e - l a g can be e s t a b l i s h e d between t h e movements o f wages and 

p r i c e s . " The t h i r d a r g u m e n t " i s n o t v e r y h e l p f u l i f r e g a r d e d 

o n l y as c o n t r i b u t i n g t o t h e i n c r e a s e i n money c o s t s o f p r o d u c t i o n , " 

and t h e f o u r t h i n v o l v e s d i f f i c u l t i e s i n e s t i m a t i o n as " t h e change 

i n e f f i c i e n c y we have i n mind must be r e p r e s e n t e d by a s h i f t o f 

t h e p r o d u c t i v i t y c u r v e , w h i l e t h e s t a t i s t i c a l l y o b s e r v e d changes 
1 2D 

i n o u t p u t p e r head...may be d u e . . . t o a movement a l o n g t h e c u r v e . " 

A l l o f t h e s e p o i n t s r e l a t e back t o t h e m e t h o d o l o g i c a l weakness 

i n M i t c h e l l ' s work. 

Schumpeter has a r g u e d t h a t w i t h i n M i t c h e l l ' s work can be 

f o u n d " t h e f u n d a m e n t a l c o n t o u r s " o f a s y s t e m a t i c t r e a t i s e , b u t 

119. G. H a r b e r l e r , P r o s p e r i t y and D e p r e s s i o n ((Mew Y o r k , 1 9 4 6 ) , 
pp.107-108. 

120. I b i d . , pp.108-110. 
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c r i t i c i s e s M i t c h e l l on t h e b a s i s t h a t : 

I n p l a c e s he f o r g e t s o r d e n i e s t h a t t h e r e i s such 
a t h i n g as t h e o r e t i c p r o o f o r d i s p r o o f o f a 
p r o p o s i t i o n , and seems t o c o n s i d e r " t h e o r i e s " as 
so many s u g g e s t i o n s o f w h i c h one i s r e a l l y as 
good as a n o t h e r b e f o r e b e i n g p u t t o t h e d e c i s i v e 
j u d g m e n t o f s t a t i s t i c s , 

I n S c h u m p e t e r ' s v i e w M i t c h e l l does n o t r e g a r d t h e o r y as an 

" a n a l y t i c a l e n g i n e " i n t h e sense t h a t M a r s h a l l d i d , b u t as "a 

s t o r e o f r a t i o n a l h y p o t h e s e s " o r "as an a r s e n a l o f g e n e r a l i s a t i o n s 

g l e a n e d f r o m a r r a y s o f w e l l d i g e s t e d f a c t s . " S chumpeter a l s o 

f i n d s t h e i d e a t h a t t h e d i f f e r e n c e between m a k i n g goods and 

making money as a " f u n d a m e n t a l c l e a v a g e " i n c o r r e c t , v i e w i n g i t 
122 

as o n l y a " t e c h n i c a l c o n s e q u e n c e " o f t h e d i v i s i o n o f l a b o u r , 

and c r i t i c i s e s M i t c h e l l ' s r e j e c t i o n o f t h e n o t i o n o f e q u i l i b r i u m , 

•n t h e o t h e r hand, Schumpeter f i n d s M i t c h e l l t o be a f o r e r u n n e r 

o f dynamic a n a l y s i s and o f a g g r e g a t i v e economic a n a l y s i s . T h i s 

l a t t e r p o i n t i s p e r h a p s made c l e a r e s t i n M i t c h e l l ' s Income i n t h e 

U n i t e d S t a t e s ( 1 9 2 1 ) , w h i c h i s an a t t e m p t t o measure t h e s i z e 
123 

and d i s t r i b u t i o n o f t h e n a t i o n a l income o f t h e U n i t e d S t a t e s , 

and i n t h e r e s e a r c h u n d e r t a k e n a t t h e N.B.E.R. u n d e r h i s d i r e c 

t i o n . 

M i t c h e l l ' s work can b e s t be g r a s p e d as a u n i t y . M i t c h e l l 

c l e a r l y r e g a r d e d h i s v i e w s on t h e b u s i n e s s c y c l e , h i s e m p h a s i s 

on t h e i n s t i t u t i o n s o f a money economy, and h i s a d v o c a c y o f 

n a t i o n a l p l a n n i n g as i n t r i c a t e l y r e l a t e d t o each o t h e r and t o h i s 

1 2 1 . 3. Schumpeter, " M i t c h e l l ' s B u s i n e s s C y c l e s , " Q u a r t e r l y 
J o u r n a l o f Economics 4 5 - ( 1 9 3 0 / 3 1 ) : 152-153. 

122. I b i d . , pp.154-160. 
123. W.C. M i t c h e l l , e t a l . , Income i n t h e U n i t e d S t a t e s 

(New Y o r k , 1 9 2 1 ) . 



w i d e r aim o f r e w o r k i n g economic t h e o r y . Schumpeter n o t e s 

t h a t : 

M i t c h e l l ' s c r e a t i v e e f f o r t s were n o t s i m p l y d i r 
e c t e d t o w a r d s t h e c y c l i c a l phenomenon p e r se, b u t 
r a t h e r t o w a r d s a new economic t h e o r y - - t o be 
i n s p i r e d by t h e ' i d e a s d e v e l o p e d i n t h e s t u d y o f 
b u s i n e s s f l u c t u a t i o n s . ' T h i s makes h i s work 
i n c o m m e n s u r a b l e w i t h t h e work o f most s t u d e n t s 
o f t h e b u s i n e s s c y c l e . 

N e v e r t h e l e s s , M i t c h e l l ' s work r e m a i n e d i n c o m p l e t e and was o f t e n 
1 25 

m a r r e d by a l a c k o f " e f f e c t i v e c o n c e p t u a l i s a t i o n . " M i t c h e l l ' 

f a i l i n g s were due l a r g e l y t o h i s chosen m e t h o d o l o g y , b u t i t was 

a p a r t o f h i s c r e e d t h a t t h e r e c o n s t r u c t i o n o f economic t h e o r y 

c o u l d o n l y t a k e p l a c e on t h e b a s i s o f f a c t u a l r e s e a r c h w h i c h he 

saw as c o n c r e t e , r e a l i s t i c , and o b j e c t i v e . 

I\l M i t c h e l l and I n s t i t u t i o n a l i s m . 

M i t c h e l l ' s i n f l u e n c e and p r e s t i g e stemmed f r o m h i s y e a r s a t 

Colu m b i a U n i v e r s i t y and a t t h e N a t i o n a l B ureau o f Economic 

R e s e a r c h . M i t c h e l l ' s s t u d e n t s a t C o l u m b i a i n c l u d e d such as F.C. 

M i l l s , A.F. B u r n s , D.W. K n a u t h , S. K u z n e t s , and H. T a y l o r . 

M i t c h e l l ' s i n f l u e n c e a t C o l u m b i a i s , however, n o t a l w a y s easy 

t o d i s e n t a n g l e , as R.G. T u g w e l l , and G. Means were a l s o i n t h e 

De p a r t m e n t o f Economics w h i l e A. B e r l e was a member o f t h e l a w 

s c h o o l and J. Dewey was a t t h e D e p a r t m e n t o f P h i l o s o p h y . 

K u z n e t s , M i l l s , B u r n s , and Kna u t h and many o t h e r s a l s o 

w orked w i t h M i t c h e l l a t t h e N.B.E.R. and t h e i r work r e f l e c t e d 
t h e e mphasis p l a c e d on q u a n t i t a t i v e s t u d i e s by M i t c h e l l and by 

126 
Edwin Gay. A t t h e b e g i n n i n g o f t h e N.B.E.R. Gay was p r e s i d e n t 

124. J. Sc h u m p e t e r , "The G e n e r a l E c o n o m i s t , " o p . c i t . , p.33 2 
125. I b i d . , pp.329, 335.. 
126. H. H e a t o n , Edwin F. Gay: A S c h o l a r i n A c t i o n ( C a m b r i d g 

Mass., 1 9 5 2 ) , pp.195-197. 



w h i l e M i t c h e l l was d i r e c t o r o f r e s e a r c h , and f r o m 1924-1933 
127 

M i t c h e l l and Gay were c o - d i r e c t o r s o f r e s e a r c h . A c o n v e r 

s a t i o n b etween M i t c h e l l and Gay was r e p o r t e d by Gay as f o l l o w s : 

M i t c h e l l a s k e d me i f I t h o u g h t e c o n o m i c s c o u l d e v e r 
be made a t r u e s c i e n c e , and I t o l d him t h a t I 
s i n c e r e l y b e l i e v e d i t p o s s i b l e , b u t i t w o u l d t a k e 
some f i f t e e n o r t w e n t y g e n e r a t i o n s more o f h a r d 
and p a i n s t a k i n g ujork and t h e a c c u m u l a t i o n o f a l o n g 
s e r i e s o f s t a t i s t i c a l s t u d i e s f o r f i v e h u n d r e d 
y e a r s o r more b e f o r e t h e base l i n e i s l o n g enough 
t o make s t a t i s t i c a l d e d u c t i o n s f r o m s o c i a l m e a s u r e m e n t s n a 

T h i s h i g h l y e m p i r i c i s t a t t i t u d e t o e c o n o m i c s shows up v e r y 

c l e a r l y i n t h e s t r e a m o f s t a t i s t i c a l and e m p i r i c a l monographs 

u n d e r t a k e n a t t h e N.B.E.R. I t i s p r o b a b l y a c c u r a t e t o say t h a t 

f o r most o f M i t c h e l l ' s c o l l e a g u e s t h e i n f l u e n c e o f t h e N.B.E.R. 

was i n t e r m s o f t h e l i n e s o f r e s e a r c h t h a t were e n c o u r a g e d and 

t h e use o f q u a n t i t a t i v e methods, b u t f o r some, most n o t a b l y F.C. 

M i l l s , somewhat more o f M i t c h e l l ' s a t t i t u d e s r u b b e d o f f . 

L i k e M i t c h e l l , M i l l s t h o u g h t t h a t t h e use o f s t a t i s t i c a l 

method wo u l d move e c o n o m i s t s away f r o m a s e a r c h f o r u l t i m a t e l a w s 

and t o w a r d s a more p r o b a b i l i s t i c v i e w o f k n o w l e d g e . M i l l s , u n d e r 

t h e i n f l u e n c e o f 3. Dewey, a l s o a r g u e d t h a t e c o n o m i s t s s h o u l d 

c o n c e n t r a t e on g a i n i n g u s e f u l k n o w l e d g e w h i c h c o u l d h e l p i n t h e 
129 

s o l u t i o n o f i m m e d i a t e p r o b l e m s . 

M i l l s n e v e r t o o k t h e v i e w t h a t e c o n o m i c s c o u l d p r o c e e d on 

t h e b a s i s o f s t a t i s t i c a l i n d u c t i o n a l o n e , and he f r e q u e n t l y 

a r g u e d t h a t ; "A s t a t i s t i c a l i n d u c t i o n . . . can n e v e r y c a r r y c o m p l e t e 

127. I b i d . , p.199. 
128. I b i d . , p.196. For f u r t h e r i n f o r m a t i o n on M i t c h e l l ' s 

i n f l u e n c e a t t h e N a t i o n a l Bureau see G.H. Moore, "Wesley M i t c h e l l 
i n R e t r o s p e c t , " J o u r n a l o f Economic I s s u e s 12 ( 1 9 7 8 ) : 277-286. 

129. F.C. M i l l s , "On Measurement i n Ec o n o m i c s , " i n R.G. 
T u g w e l l , ed., The T r e n d o f Economics, pp.38-70. 
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c o n f i d e n c e u n l e s s t h e r e i s p r e s e n t some a p r i o r i e l e m e n t . " 

N e v e r t h e l e s s , M i l l s p l a c e d a heavy emphasis on s t a t i s t i c s and 

h i s The B e h a v i o r o f P r i c e s was h e a v i l y c r i t i c i s e d f o r p r o c e e d i n g 

w i t h o u t p r o p e r t h e o r e t i c a l u n d e r p i n n i n g s . M i l l s a d m i t t e d t h a t 

t h e o b j e c t i v e s o f The B e h a v i o r o f P r i c e s were 
. . . t h e d e v e l o p m e n t o f a method o f a n a l y s i s and t h e 
a c c u m u l a t i o n o f a body o f f a c t s w h i c h may conduce 
t o an u n d e r s t a n d i n g o f t h e p r i c e system...No a t t e m p t 
has been made...to s u p p o r t a s p e c i f i c t h e s i s . 

M i l l s c l a i m e d he was more i n t e r e s t e d i n " d e s c r i b i n g more 

e x a c t l y t h e p a r t w h i c h t h e s y s t e m o f p r i c e s p l a y s i n economic 
1 32 

p r o c e s s e s , " and w h i l e t h e s t u d y was, i n p a r t , aimed a t s t u d y i n g 
p r i c e f l u c t u a t i o n s and t h e r e f o r e l i n k e d t o t h e more g e n e r a l con-

133 

c e r n o f M i t c h e l l and t h e N.B.E.R. w i t h b u s i n e s s c y c l e s , M i l l s 

d i d n o t even p r o v i d e an a n a l y t i c d e s c r i p t i o n o f t h e M i t c h e l l 

t y p e . I n d e e d , i n s p i t e o f t h e c o n s i d e r a b l e d i s c u s s i o n o f M i l l s ' 

book t h e e x a c t c o n c l u s i o n s , and i m p o r t a n c e o f t h e work and how 

i t i s supposed t o f i t i n w i t h o t h e r work i s e n t i r e l y u n c l e a r . ''^ 

M i l l s a t t e m p t e d t o r e f u t e t h e c h a r g e t h a t he p r o c e e d e d on 

no t h e o r e t i c a l b a s i s by a r g u i n g t h a t he was f o l l o w i n g a "new 

a p p r o a c h " o r a "new method o f p r i c e a n a l y s i s . " T h i s "new a p p r o a c h , 

h owever, comes down t o l i t t l e more t h a n t h e n o t i o n t h a t t h e 

13D. I b i d . , p.65. 
1 3 1 . F.C. M i l l s , The B e h a v i o r o f P r i c e s (New Y o r k , 1 9 2 7 ) , 

pp.437-438. The m a j o r c r i t i q u e o f M i l l s ' work i s t o be f o u n d i n 
R.T. Bye, "An A p p r a i s a l o f F.C. M i l l s ' The B e h a v i o r o f P r i c e s , " i n 
C r i t i q u e s o f R e s e a r c h i n t h e S o c i a l S c i e n c e s , I I (New Y o r k , 1 9 4 0 ) , 
p p . 3 - 9 1 . See a l s o A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " pp.323 
360. 

132. F.C. M i l l s , The B e h a v i o r o f P r i c e s , p.438. 
133. W.C. M i t c h e l l and E. Gay, " F o r e w o r d " t o F.C. M i l l s ' , The 

B e h a v i o r o f P r i c e s , pp . 7-8. 
134. See A.W. C o a t s , " M e t h o d o l o g i c a l C o n t r o v e r s y , " pp.344-

348; and " P r o c e e d i n g s o f t h e C o n f e r e n c e on Bye's C r i t i q u e , " i n 
R.T. Bye, o p . c i t . , pp.193-320. 
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p r i c e s y s t e m i s h i g h l y complex and i n t e r r e l a t e d and s h o u l d be 
135 

s t u d i e d as a w h o l e , a v i e w t h a t as Bye p o i n t e d o u t was 
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h a r d l y new g i v e n t h e work o f g e n e r a l e q u i l i b r i u m t h e o r i s t s . 

T h e r e i s l i t t l e i n The B e h a v i o r o f P r i c e s t h a t i s i d e n t i f i a b l y 

i n s t i t u t i o n a l i s t , and a l t h o u g h Bye c h a r a c t e r i s e d M i l l s as s u c h , 

he d i d so p r i n c i p a l l y on t h e b a s i s o f M i l l s ' e m phasis on 
137 

q u a n t i t a t i v e m e thods. 

•n t h e o t h e r hand, some o f M i l l s ' l a t e r w orks such as 

Recent Economic Changes and P r i c e s i n R e c e s s i o n and R e c o v e r y 

show a much f i r m e r t h e o r e t i c a l p u r p o s e . I n t h e s e books one o f 

M i l l s ' p r i n c i p a l aims i s t o i n v e s t i g a t e t h e e x t e n t o f p r i c e 

i n f l e x i b i l i t y and t h e c o n s e q u e n c e s o f t h i s f o r t h e economy's 

a b i l i t y t o a d j u s t t o d i s t u r b a n c e o r c h a n g e s , p a r t i c u l a r l y changes 

i n p r o d u c t i v i t y b r o u g h t a b o u t by t e c h n i c a l i m p r o v e m e n t s . M i l l s 

goes so f a r as t o a r g u e t h a t t h e s e v e r i t y and l o n g d u r a t i o n o f 

t h e g r e a t d e p r e s s i o n c o u l d be p a r t l y e x p l a i n e d by such d i f f i c u l 

t i e s i n a d j u s t m e n t . T h i s c l e a r l y r e l a t e s t o M i t c h e l l ' s e a r l i e r 

o b s e r v a t i o n t h a t l a c k o f p r i c e f l e x i b i l i t y may be m a k i n g t h e 
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p r o b l e m o f c y c l e s more d i f f i c u l t . 

A l t h o u g h p o i n t i n g t o l a c k o f p r i c e f l e x i b i l i t y and t h e 

e x i s t e n c e o f " f r i c t i o n s " as a cause o f economic p r o b l e m s can 

h a r d l y be s a i d t o be p a r t i c u l a r l y i n s t i t u t i o n a l i s t , M i l l s ' a n a l y s i s 

i s i n t e r e s t i n g because o f t h e r o l e i t g i v e s t o t e c h n i c a l c h ange. 

Thus : 
135. E.C. M i l l s , The B e h a v i o r o f P r i c e s , pp.31-35. 
136. R.T. Bye, o p . c i t . , p.9. 
137. I b i d . , pp.10, 8 9 - 9 1 . M i l l s o b j e c t e d t o b e i n g c a l l e d an 

i n s t i t u t i o n a l i s t on t h e g r o u n d t h a t t h e l a b l e c a r r i e d no c l e a r 
m e a n i n g . See i b i d . , p.112. 

138. F.C. M i l l s , P r i c e s i n R e c e s s i o n and R e c o v e r y (l\l e w Y o r k , 
1 9 3 6 ) , pp.3-6, 30-32. 
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Changes i n t e c h n o l o g y and r e l a t e d v a r i a t i o n s a r e 
p e r h a p s t h e c h i e f dynamic e l e m e n t i n modern 
economic s y s t e m s . Such changes a r e c o n t i n u a l l y 
o c c u r r i n g ; r e c e n t l y t h e y have been o f e x c e p t i o n a l 
m a g n i t u d e . ^ 

I n c r e a s e s i n p r o d u c t i v i t y i n v o l v e a l t e r a t i o n s i n t h e way p r o 

d u c t i v e r e s o u r c e s a r e u s e d , i n t h e demand f o r l a b o u r , i n p r o 

d u c t i o n c o s t s and p r i c e s , and i n t h e d i s t r i b u t i o n o f p u r c h a s i n g 

power. I f t h e p r i c e s y s t e m works w e l l t h e n t h e a d j u s t m e n t 

s h o u l d o c c u r s m o o t h l y , b u t , a c c o r d i n g t o M i l l s , i f t h e i n c r e a s e 

i n p r o d u c t i v i t y o n l y o c c u r s a t a few p o i n t s i n t h e s y s t e m and 

i s n o t a l l o w e d t o d e c r e a s e t h e p r i c e s o f t h e o u t p u t s a f f e c t e d , 

t h e n what w i l l o c c u r i s t h a t o n l y some p e o p l e w i l l become b e t t e r 

o f f . The b u s i n e s s e s c o n c e r n e d w i l l e a r n h i g h e r p r o f i t s and t h e 

w o r k e r s w i l l p e r h a p s r e c e i v e h i g h e r wages, b u t t h e p r o d u c t i v i t y 

g a i n i s n o t passed on t o t h e consumer, and t h e t o t a l volume o f 

s a l e s may r e m a i n l o w and unemployment may r e m a i n h i g h o r become 
14D 

w o r s e . 

The o b v i o u s p o l i c y c o n c l u s i o n i s t o a t t e m p t t o c r e a t e more 

c o m p e t i t i o n by a t t a c k i n g m o n o p o l i e s and g o v e r n m e n t r e g u l a t i o n 

o f p r i c e s and M i l l s a d m i t s as much. However, f o r M i l l s , a 

p e r f e c t l y c o m p e t i t i v e s y s t e m i s u n o b t a i n a b l e and any a t t e m p t t o 

move i n t h a t d i r e c t i o n w o u l d be a g a i n s t t h e d r i f t o f s o c i e t y 

t o w a r d s g r e a t e r r e g u l a t i o n f o r s o c i a l p u r p o s e s . M i l l s c o n c l u d e s 

t h a t : 

We must l o o k f o r w a r d t o a c o n t i n u a t i o n o f t h e 

139. I b i d . , p . 4 5 1 . 
140. I b i d . , pp.456-466. I n some ways M i l l s ' a n a l y s i s i s 

r e m i n i s c i e n t o f H a m i l t o n ' s a n a l y s i s o f t h e d i f f i c u l t i e s o f dynamic 
a d j u s t m e n t , b u t H a m i l t o n ' s a p p r o a c h i s c o n c e r n e d w i t h a s p e c i f i c 
i n d u s t r y , c o a l , w h i l e M i l l s c l e a r l y d i d n o t a c c e p t t h e " o r g a n i c 
p a r t i c u l a r i s m " o f H a m i l t o n and i n s i s t e d on s t u d y i n g t h e p r i c e 
s y s t e m as a w h o l e . 
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c o n d i t i o n s u n d e r w h i c h c h a n g i n g p r o d u c t i v i t y , on 
t h e one hand, and p e r s i s t e n t f r i c t i o n s , on t h e 
o t h e r , p l a y c e n t r a l r o l e s i n t h e p r o c e s s e s o f 
ec o n o m i c l i f e . . . U n t i l we have t h e k n o w l e d g e and 
t h e power n e c e s s a r y t o a b r o a d e r t y p e o f economic 
p l a n n i n g and c o n t r o l t h a n we have y e t a t t e m p t e d , 
we must depend upon e s s e n t i a l l y c o m p e t i t i v e 
f o r c e s f o r t h e r e g u l a t i o n o f economic p r o c e s s e s 
a t l a r g e . . . r e s t r i c t i o n s upon t h e p i l i n g up o f 
s o c i a l l y u n n e c e s s a r y f r i c t i o n s w h e t h e r o f p r i v a t e 
o r p u b l i c o r i g i n , may be d e s i r a b l e . ^ ^ 

Among t h e many o t h e r w r i t e r s who worked a t t h e N.B.E.R. 

a t one t i m e o r a n o t h e r , M i t c h e l l ' s i n f l u e n c e a p p e a r s t o have 

been s t r i c t l y l i m i t e d . D e s p i t e t h e f a c t t h a t u n d e r M i t c h e l l , 

and l a t e r when A.F. B u r n s became D i r e c t o r o f R e s e a r c h , t h e 

N.B.E.R. was t o p u r s u e l i n e s o f r e s e a r c h w h i c h were a l l seen 

by M i t c h e l l and Bu r n s as f i t t i n g i n t o a g e n e r a l programme o f 

g a i n i n g a b e t t e r u n d e r s t a n d i n g o f economic p r o c e s s e s , few o f 

t h o s e i n v o l v e d e v e r came t o espouse an i n s t i t u t i o n a l i s t v i e w 

p o i n t . I n d e e d , t h e r e s e a r c h u n d e r t a k e n t e n d e d t o g r a d u a l l y 

merge i n t o , and complement, t h e d e b a t e s o v e r K e y n e s i a n macro

e c o n o m i c s . Examples t h a t m i g h t be t a k e n a r e S. K u z n e t ' s work 

on n a t i o n a l i n c o m e , Moses A b r a m o v i t z ' work on i n v e n t o r i e s and 

c y c l e s , Anna S c h w a r t z on c u r r e n c y h o l d i n g , and t h e v a r i o u s 
142 

r e s e a r c h p a p e r s on f i s c a l p o l i c y . 

On e x c e p t i o n t o t h i s i s t o be f o u n d i n t h e l a s t p r o j e c t 

M i t c h e l l i n i t i a t e d a t t h e N.B.E.R. T h i s was t h e s t u d y o f money 
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f l o w s , a s t u d y t h a t was c o m p l e t e d by M o r r i s C o p e l a n d who had 

14 1 . I b i d . , pp.463-464. 
142. A. B u r n s , " S t e p p i n g S t o n e s Towards t h e F u t u r e , " i n The 

F r o n t i e r s o f Economic Knowledge ( P r i n c e t o n , 1 9 3 4 ) , pp.26-45; 
"The C u m u l a t i o n o f Economic Knowledge," i b i d . , pp.46-60; " L o o k i n g 
F o r w a r d , " i b i d . , p p . 1 3 5 - 1 5 1 ; and " B u s i n e s s C y c l e R e s e a r c h and t h e 
Needs o f Our Tim e s , " i b i d . , pp.170-184. 

143. A. B u r n s , "Wesley M i t c h e l l and t h e N a t i o n a l B u r e a u , " 
o p . c i t . , p p.87-88. 



a l r e a d y a l i g n e d h i m s e l f w i t h t h e i n s t i t u t i o n a l i s t movement. 

Cop e l a n d c o m p l e t e d h i s Ph.D. a t C h i c a g o i n 1921 u n d e r 0 . M. 

C l a r k , b u t h i s i n s t i t u t i o n a l i s m a l s o b o r e t h e mark o f M i t c h e l l ' s 

i n f l u e n c e , as can be seen f r o m h i s a d v o c a c y o f b e h a v i o u r i s m , 

t h e use o f s t a t i s t i c a l and " n a t u r a l s c i e n c e " method, h i s c r i t 

i c i s m s o f o v e r l y a b s t r a c t "model a n a l y s i s , " and h i s use o f 

t h e d i s t i n c t i o n between m a k i n g goods and ma k i n g money. 

Co p e l a n d t h o u g h t a g r e a t d e a l o f M i t c h e l l ' s work and a r g u e d 

t h a t : " H i s t o r i c a l l y we may f a i r l y c a l l M i t c h e l l ' s t h e o r y o f t h e 
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b u s i n e s s c y c l e t h e f i r s t t r i u m p h o f n a t u r a l s c i e n c e method." 

C o p e l a n d ' s c h o i c e o f s u b j e c t s f o r s t u d y d i s p l a y s t h e j o i n t 

i n f l u e n c e o f J.M. C l a r k and W.C. M i t c h e l l , h i s i n t e r e s t s i n c l u d 

i n g d i v e r g e n c i e s between s o c i a l and p r i v a t e c o s t s , i m p e r f e c t 

c o m p e t i t i o n , d i f f e r e n t i a l p r i c i n g , t h e q u a n t i t y t h e o r y o f money, 

n a t i o n a l income a c c o u n t i n g , and l a t e r t h e a c h i e v e m e n t o f f u l l 

e mployment and economic s t a b i l i t y . C o p e l a n d a p p e a r s t o 

combine t h e s e two i n f l u e n c e s when he a r g u e s t h a t t h e two p r i n c i p l e 

p r o b l e m s f a c i n g a f r e e e n t e r p r i s e economy a r e , f i r s t , d i v e r g e n c i e s 

between p r i v a t e and s o c i a l a d v a n t a g e and, s e c o n d l y , t h e b u s i n e s s 

144. M.A. C o p e l a n d , " P s y c h o l o g y and t h e N a t u r a l S c i e n c e 
P o i n t o f View;" "Economic T h e o r y and t h e N a t u r a l S c i e n c e P o i n t 
o f View;" " I n s t i t u t i o n a l T h e o r y and Model A n a l y s i s ; " " S t a t i s t i c s 
and O b j e c t i v e E c o n o m i c s ; " r e p r i n t e d i n F a c t and T h e o r y i n Economics 
The T e s t a m e n t o f an I n s t i t u t i o n a l i s t ( I t h a c a , 1958) . 

145. M.A. C o p e l a n d , "Economic T h e o r y and t h e N a t u r a l S c i e n c e 
P o i n t o f View," op. c i t . , p.50. C o p e l a n d was t o a l t e r h i s method
o l o g i c a l p o s i t i o n i n h-is l a t e r w o rk. 

146. M.A. C o p e l a n d , "The E q u a t i o n o f Exchange: An E m p i r i c a l 
A n a l y s i s ; " " C o n c e p t s o f N a t i o n a l Income;" "The Income and P r o d u c t 
C i r c u i t and t h e Money C i r c u i t i n I n d i a and t h e U n i t e d S t a t e s ; " 
"Communites o f Economic I n t e r e s t ; " " M o n o p o l i s t i c C o m p e t i t i o n ; " 
"A S o c i a l A p p r a i s a l of. D i f f e r e n t i a l P r i c i n g ; " a l l r e p r i n t e d i n 
F a c t and T h e o r y i n Economics. 
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c y c l e . For C o p e l a n d , t h e f i r s t p r o b l e m i s a m a t t e r o f 

i n s t i t u t i o n a l f o r m , such as t h e e x i s t i n g l a w s o f p r o p e r t y , 

w h i l e t h e s e c o n d , t h a t o f c y c l e s , a p p e a r s , f o r C o p e l a n d , t o 
148 

be due t o t h e d e c e n t r a l i s e d n a t u r e o f t h e economic s y s t e m ; 
i n M i t c h e l l ' s t e r m s i t s " p l a n l e s s n e s s . " C o p e l a n d ' s e c o n o m i c s 
was, however, somewhat a f f e c t e d by t h e a r r i v a l o f K e y n e s i a n 
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t h e o r y . 

M i t c h e l l ' s i n f l u e n c e on o t h e r m a j o r i n s t i t u t i o n a l i s t s does 

n o t a p p e a r t o have been a l l t h a t g r e a t . A l t h o u g h T u g w e l l 

a p p r o v e d o f M i t c h e l l ' s " e x p e r i m e n t a l i s m , " T u g w e l l n e v e r a d o p t e d 

t h e s t a t i s t i c a l a p p r o a c h . The e l e m e n t s i n M i t c h e l l ' s work t h a t 

T u g w e l l chose t o emphasise were h i s i n t e r e s t i n " p o l i c y , i n f a c t , 

and i n t h e f u t u r e , " and h i s f a i t h i n s o c i a l management. For 

T u g w e l l , M i t c h e l l ' s work was "a b r i d g e f r o m c l a s s i c i s m t o i n -

s t r u m e n t a l i s m . " 

D e s p i t e t h e f a c t t h a t M i t c h e l l ' s q u a n t i t a t i v e i n s t i t u t i o n a l 

a p p r o a c h d e e p l y i n f l u e n c e d r e l a t i v e l y few o f h i s c o l l e a g u e s , 

s t u d e n t s , and f e l l o w i n s t i t u t i o n a l i s t s , M i t c h e l l ' s p r e s t i g e was 

such t h a t i n s t i t u t i o n a l i s m became c l o s e l y i d e n t i f i e d w i t h 

q u a n t i t a t i v e m ethods, w h i c h s e r v e d t o s t r e n g t h e n t h e v i e w o f 
151 

i n s t i t u t i o n a l i s t s as n o n - t h e o r e t i c a l . I t has t o be a l l o w e d 

147. M.A. C o p e l a n d , Pur F r e e E n t e r p r i s e Economy (New Y o r k , 
1 9 6 5 ) , pp.10-14. 

.148. I b i d . , pp.10-14 and 273-277. 
149. See M.A. C o p e l a n d , The K e y n e s i a n R e f o r m a t i o n ( D e l h i , 

1 9 5 2 ) ; M.A. C o p e l a n d , Toward F u l l Employment i n Our F r e e E n t e r p r i s e 
Economy (New Y o r k , 1 9 6 6 ) ; a n d M . A . C o p e l a n d , O u r F r e e E n t e r p r i s e 
Economy, p a r t i c u l a r l y pp.277-280. 

150. R.G. T u g w e l l , "Wesley M i t c h e l l : An E v a l u a t i o n , " The 
New R e p u b l i c 92 ( 1 9 3 7 ) : 238-240. 

1 5 1 . See. f o r i n s t a n c e L. R o b b i n s , The N a t u r e and S i g n i f i c a n c e 
o f Economic S c i e n c e , pp.101-104; see a l s o D. H a m i l t o n , "Why i s 
I n s t i t u t i o n a l Economics n o t I n s t i t u t i o n a l ? " p p.312-313; and t h e 
w e l l known r o u n d t a b l e d i s c u s s i o n , " I n s t i t u t i o n a l i s m - - W h a t I t i s 
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t h a t M i t c h e l l ' s b e l i e f s t h a t t h e use o f q u a n t i t a t i v e methods 

would l e a d t o a r e c a s t i n g o f economic t h e o r y , and t h a t t h e 

a c c u m u l a t i o n o f f a c t u a l i n f o r m a t i o n w o u l d l e a d t o t h e g r o w t h 
15 2 

o f a new t h e o r e t i c a l f r a m e w o r k a l m o s t by " a c c r e t i o n " were 

s a d l y m i s p l a c e d . 

On t h e o t h e r hand, M i t c h e l l ' s own work and t h a t he d i r e c t e d 

a t t h e N.B.E.R. r e p r e s e n t s an u n d e r t a k i n g t h a t can o n l y be v i e w e d 

w i t h c o n s i d e r a b l e r e s p e c t , b u t i t f a i l e d t o l e a d e c o n o m i c s i n 

t h e d i r e c t i o n M i t c h e l l d e s i r e d t o see. Of a l l t h e v a r i o u s 

a p p r o a c h e s t o i n s t i t u t i o n a l i s m , t h e q u a n t i t a t i v e a p p r o a c h o f 
153 

M i t c h e l l was p r o b a b l y t h e s h o r t e s t l i v e d . Q u a n t i t a t i v e r e 

s e a r c h was i n c r e a s i n g l y t o become an a d j u n c t t o more o r t h o d o x 

t h e o r i s i n g , and w h i l e t h e r e can be l i t t l e d o u b t t h a t M i t c h e l l 

had much t o do w i t h t h e g r a d u a l i n c r e a s e i n t h e amount o f quan

t i t a t i v e and s t a t i s t i c a l work u n d e r t a k e n by more o r t h o d o x e c o n

o m i s t s , t h i s was h a r d l y M i t c h e l l ' s p r i m a r y i n t e n t . M i t c h e l l saw 

t h e q u a n t i t a t i v e method as an a p p r o a c h t o r e a l i s m , t o o b j e c t i v i t y , 

t o new i n s i g h t s , and e v e n t u a l l y t o a new t h e o r y . 

and What I t Hopes t o Become," o p . c i t . , p p . 1 3 4 - 1 4 1 . 
152. W.C. M i t c h e l l , " Q u a n t i a t i v e A n a l y s i s i n Economic T h e o r y , " 

o p . c i t . , p.2 8. 
153. I n t h e 1920's and 1930's n e a r l y a l l t h e a t t e m p t s t o 

c h a r a c t e r i s e i n s t i t u t i o n a l e c o n o m i c s i n c l u d e d t h e i d e a o f quan
t i t a t i v e m e t h o d , b u t s i n c e t h e 1940's t h e s e c o n d a r y l i t e r a t u r e 
has n e v e r m e n t i o n e d q u a n t i t a t i v e methods as b e i n g i n any sense 
i n s t i t u t i o n a l . 



CHAPTER 7 

J.R. COMMONS: INST I TUT 10NAL 15M 

AND 

CDLLECTIl/E ACTION 

1 

J.R. Commons had a p a r t i c u l a r l y l o n g and l i v e l y c a r e e r . 

H i s f i r s t p u b l i s h e d work, an e d i t o r i a l i n t h e O b e r l i n Review, 

a p p e a r e d i n 1887, and he c o n t i n u e d t o w r i t e u n t i l h i s d e a t h i n 

19 4 1 . H i s l a s t work, The Economics o f C o l l e c t i v e A c t i o n , was 
2 

p u b l i s h e d p o s t h u m o u s l y i n 1950. 

Commons' y o u t h f u l a cademic i n t e r e s t s t o o k him t o Johns 

H o p k i n s U n i v e r s i t y as a g r a d u a t e s t u d e n t i n o r d e r t o s t u d y u n d e r 

R.T. E l y . ^ Commons was h e a v i l y i n f l u e n c e d by w r i t e r s such as 

E l y and Adams, and E l y was t o have a p a r t i c u l a r i m p o r t a n c e i n 

Commons' c a r e e r . I t was E l y who a r r a n g e d Commons' r e t u r n t o 

academic l i f e a t t h e U n i v e r s i t y o f W i s c o n s i n i n 1904, some f i v e 

y e a r s a f t e r Commons had been d i s m i s s e d f r o m h i s p r e v i o u s academic 
4 

p o s t a t t h e U n i v e r s i t y o f S y r a c u s e . 

1. F or b i o g r a p h i c a l d e t a i l s see L.G. H a r t e r , John R. Commons: 
H i s A s s a u l t on L a i s s e z - F a i r e ( C o r v a l l i s , 1 9 6 2 ) , pp.9-159; and J.R. 
Commons, M y s e l f ( M a d i s o n , 1 9 6 4 ) . 

2. F or a f u l l b i b l i o g r a p h y see J.R. Commons, The Economics o f 
C o l l e c t i v e A c t i o n (New Y o r k , 1 9 5 1 ) , pp.377-408. 

3. L.C. H a r t e r , op. c i t . , p.17; J.R. Commons, M y s e l f , p.40. 
4. L.G. H a r t e r , op. c i t . , p.24; J.R. Commons, M y s e l f , p.92. 



Commons' s h a r e d E l y ' s and Adams' c o n c e r n w i t h l a b o u r 

p r o b l e m s , and w i t h t h e i n t e r r e l a t i o n s h i p s b e t w e e n l a w and 

e c o n o m i c s . Commons was a l s o g r e a t l y a f f e c t e d by E l y ' s " l o o k 

and see" m e t h o d o l o g y . Commons' work was l a r g e l y an e x t e n s i o n 

o f t h e s e i d e a s , a l t h o u g h o t h e r i n f l u e n c e s were a l s o i m p o r t a n t 

i n s h a p i n g h i s t h o u g h t . 

I n some o f h i s e a r l y work Commons showed s i g n s o f f o l l o w i n g 

a n e o - c l a s s i c a l l i n e . " ' Commons' f i r s t m a j o r t h e o r e t i c a l work, 

The D i s t r i b u t i o n o f W e a l t h , was a c o m b i n a t i o n o f m a r g i n a l i s t 

i d e a s w i t h some o f t h e c o n c e r n f o r b r o a d e r l e g a l and e t h i c a l 

q u e s t i o n s i n h e r i t e d f r o m Adams and E l y . ^ Commons, i n d e e d , n e v e r 

e n t i r e l y l o s t h i s n e o - c l a s s i c i s m , as can be seen i n h i s con-
7 

t i n u e d a p p r e c i a t i o n o f w r i t e r s such as C a s s e l and W i c k s e l l . 

Commons a l s o came u n d e r t h e i n f l u e n c e o f V e b l e n , an i n -
g 

f l u e n c e o f w h i c h E l y g r e a t l y d i s a p p r o v e d . l / e b l e n ' s c o n c e r n 

w i t h c r e d i t , i n t a n g i b l e p r o p e r t y , and t h e d i s t i n c t i o n between 

t h e p e c u n i a r y and t h e i n d u s t r i a l a l l f i n d a r o l e i n Commons' 
. 9 wo r k . 

One f i n a l i n f l u e n c e t h a t c a n n o t be i g n o r e d was Commons' own 

wide r a n g i n g e x p e r i e n c e i n t h e w o r l d o f a f f a i r s . Commons was n o t 

5. See f o r example a comment made by Schumpeter i n 1912 
t h a t p l a c e s Commons as a m a r g i n a l u t i l i t y t h e o r i s t . 0.A. Schumpeter 
Economic D o c t r i n e and Method ( L o n d o n , 1 9 5 4 ) , p.186, n.4. 

6. 0 . R. Commons, The D i s t r i b u t i o n o f W e a l t h (New Yo r k , 1 9 4 3 ) . 
The book was v e r y p o o r l y r e c e i v e d . See D. S e c k l e r , o p . c i t . , p.123; 
and 0. D o r f m a n , "The F o u n d a t i o n s o f Commons' E c o n o m i c s , " i n D . R. 
Commons, The D i s t r i b u t i o n o f W e a l t h , p p . x i - x i v . 

7. O.R. Commons, I n s t i t u t i o n a l Economics ( M a d i s o n , 1 9 6 1 ) , 
pp.500-506, 5 9 0 - 6 1 1 . 

8... R.T.. Ely,, .in. "Round T a b l e on I n s t i t u t i o n a l E c o n o m i c s , " 
A m e r i c a n Economic Review 22, supp. (193.2.).:. 11.4-116. 

9. O.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.649-677. 



o n l y c o n c e r n e d w i t h r e s e a r c h on i s s u e s such as money, b a n k i n g , 

t a x a t i o n , i m m i g r a t i o n , p u b l i c u t i l i t i e s , and l a b o u r , b u t was 

a l s o h e a v i l y i n v o l v e d w i t h a number o f c o m m i s s i o n s . For i n s t a n c e 

he worked w i t h M c K i n l e y ' s I n d u s t r i a l C ommission, t h e W i s c o n s i n 

I n d u s t r i a l C ommission, and t h e U n i t e d S t a t e s I n d u s t r i a l Com

m i s s i o n , he h e l p e d t o r e p r e s e n t f o u r w e s t e r n s t a t e s b e f o r e t h e 

F e d e r a l T r a d e Commission on t h e P i t t s b u r g p l u s c a s e , and gave 

e v i d e n c e b e f o r e C o n g r e s s i o n a l c o m m i t t e e s on m a t t e r s o f m o n e t a r y 

p o l i c y . Commons was a l s o i n v o l v e d i n t h e a r b i t r a t i o n o f i n d u s 

t r i a l d i s p u t e s , and was a l m o s t c o n s t a n t l y e m ployed as a c o n s u l 

t a n t t o La F o l l e t t e d u r i n g t h e y e a r s o f t h e " W i s c o n s i n E x p e r i m e n t 

T h i s v a s t s t o r e o f p e r s o n a l e x p e r i e n c e had much t o do w i t h t h e 

p o i n t o f v i e w and t h e c o n c e p t u a l f r a m e w o r k Commons d e v e l o p e d , 

and he r e a d i l y a d m i t t e d t h a t h i s i d e a s were d e e p l y a f f e c t e d by 
1 1 

h i s "own e x p e r i e n c e i n c o l l e c t i v e a c t i o n . " 

I Commons on Method and Scope. 

Commons d i d n o t f u l l y d e v e l o p h i s m e t h o d o l o g y u n t i l f a i r l y 

l a t e i n h i s c a r e e r when he came t o p u t h i s i d e a s t o g e t h e r f o r 

h i s book I n s t i t u t i o n a l E c onomics, p u b l i s h e d i n 1934. A l l t h e 

same i t i s c l e a r t h a t h i s work i s a l l o f one p i e c e , t h e o n l y 

m a j o r d i f f e r e n c e b etween h i s e a r l i e r and l a t e r work b e i n g t h a t 

t h e S o c i a l C h r i s t i a n i t y t h a t was e v i d e n t i n t h e e a r l i e r w o rks 
1 2 

was r e p l a c e d w i t h a p r a g m a t i c p h i l o s o p h y . 
Commons' i d e a s on method and scope were i n f l u e n c e d by E l y ' s 

10. D. S e c k l e r , op. c i t . , p.122; S. P e r l m a n , "John Rogers 
Commons" i n 3.R. Commons, The Economics o f C o l l e c t i v e A c t i o n , 
pp.2-7; L.G. H a r t e r , op . c i t " . , pp .89- 159; and J . R . Commons, "Myself 
p a s s i m . 

1 1 . J.R.-. .Commons, M y s e l f , p. 143; and J.R. Commons, "Comment 
A m e r i c a n Economic Review 22 ( 1 9 3 2 ) : 264-265. 

TT. J.R. Commons, M y s e l f , p p . 51 - 5 2 . 



" l o o k and see" method, t h e ui e i u s o f t h e h i s t o r i c a l s c h o o l , and 
1 3 

t h e i d e a s o f Weber c o n c e r n i n g " i d e a l t y p e " m e t h o d o l o g y . 

Commons, however, d i d n o t s i m p l y f o l l o w E l y o r t h e h i s t o r i c i s t s , 

and he d e v o t e d c o n s i d e r a b l e a t t e n t i o n t o t h e m e t h o d o l o g i c a l 

p r o b l e m s t h a t he f a c e d . 

Commons' method stemmed f r o m h i s c o n c e p t i o n o f t h e n a t u r e 

o f e c o n o m i c s . For Commons, e c o n o m i c s s h o u l d aim a t u n d e r s t a n d 

i n g t h e whole economic p r o c e s s . He was c o n c e r n e d w i t h t h e 

p r o b l e m o f economic change and e v o l u t i o n , ^ was a n x i o u s t o 

d e v e l o p a m e t h o d o l o g y t h a t c o u l d p r o p e r l y h a n d l e t h e p a r t / w h o l e 

r e l a t i o n s h i p s i n t h i s p r o c e s s , and, as a p r a g m a t i s t , he was 
1 5 

c o n c e r n e d w i t h i t s c o n t r o l . 

I n d e v e l o p i n g h i s m e t h o d o l o g y Commons e m p h a s i s e d t h e d i f 

f e r e n c e between t h e s u b j e c t m a t t e r o f s o c i a l s c i e n c e and t h a t o f 

t h e p h y s i c a l s c i e n c e s . The s u b j e c t m a t t e r o f s o c i a l s c i e n c e i s 

one t h a t i n v o l v e s v o l i t i o n , p u r p o s e , c h o i c e , and t h e e x e r c i s e o f 

w i l l . H i s t o r y i s t h e r e f o r e t o be c o n c e i v e d o f as a p r o c e s s o f 
1 g 

" a r t i f i c i a l " r a t h e r t h a n " n a t u r a l " s e l e c t i o n . 
The method o f i n v e s t i g a t i o n must t h e r e f o r e be d i f 
f e r e n t f r o m t h a t o f t h e e x a c t s c i e n c e s because i t s 
outcome i s t h e c o n c e r t e d b u t c o n f l i c t i n g a c t i o n o f 
human w i l l s i n an h i s t o r i c a l e v o l u t i o n o f d e t e r 
m i n i n g what i s w o r k a b l e w i t h i n t h e c h a n g i n g e c o n o m i c , 

13. J.R. Commons, M y s e l f , p.43; J.R. Commons, "Review o f 
R.T. E l y ' s Ground Under Our F e e t , " A m e r i c a n Economic Review 29 
( 1 9 3 9 ) : 122-124; J.R. Commons, "Review o f W. S o m b a r t ' s , Per Mode 
K a p i t a l i s m u s , " A m e r i c a n Economic Review 19 ( 1 9 2 9 ) : 78-88; J.R. 
Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.56-57, 97, 719-748. 

14. J.R. Commons, I n s t i t u t i o n a l E c onomics, pp.99-102. 
15. I b i d . ; and J.R. Commons, The Economics o f C o l l e c t i v e 

A c t i o n , pp.13D-144. 
16. J.R. Commons, "Law and Economics," Yale. Law J o u r n a l 34 

( 1 9 2 4 / 2 5 ) : 373-376; and J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , 
pp.719-723. 
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p o l i t i c a l , and e t h i c a l s e q u e n c e , ^ 

T h i s v i e w i s m a r k e d l y d i f f e r e n t f r o m V e b l e n ' s o r M i t c h e l l ' s , 

a l t h o u g h i t a l s o i n v o l v e s a r e j e c t i o n o f d e d u c t i o n on t h e b a s i s 
1 8 

o f " i s o l a t e d " a s s u m p t i o n s . O r t h o d o x e c o n o m i s t s d e v e l o p i n 

t h e i r t h e o r i e s " n o t what a c t u a l l y ujorks o u t , b u t what w o u l d work 

o u t i f i t were p a s s i b l e t n i s o l a t e , . . i n d i v i d u a l i s t i c man f r o m 

e v e r y t h i n g e l s e . " O r t h o d o x t h e o r y was an " a b s t r a c t i o n , " n o t "an 

u n d e r s t a n d i n g o f r e a l i t y i n a l l i t s c o m p l e x i t y , " and i t was 

such " u n d e r s t a n d i n g , " o r " i n s i g h t , " o r " E m o t i o n a l sense o f t h e 
1 9 

f i t n e s s o f t h i n g s , " t h a t Commons d e s i r e d . 

W h i l e Commons sometimes r e c o g n i s e d t h a t a b s t r a c t i o n was 

n e c e s s a r y , he a l s o a r g u e d t h a t e c o n o m i c s "must t a k e a l l f a c t s i n t o 
a c c o u n t , " and " i n c l u d e a l l o f t h e m o t i v e s as shown i n a l l o f t h e 

20 

b e h a v i o u r . " Here Commons shows h i s s i m i l a r i t y w i t h t h e 

h i s t o r i c a l s c h o o l , b u t he a l s o c r i t i c i s e d members o f t h e h i s t 

o r i c a l and " e t h i c a l " s c h o o l s f o r f a i l i n g t o i n c o r p o r a t e t h e 

" p r i n c i p l e s " o f e c o n o m i c s . 
These s c h o o l s , even i n t h e i r c u l m i n a t i n g f o r m o f 
t h e " i d e a l t y p e s " as p r o p o s e d by R i c k e r t and Max 
Weber, n e v e r were a b l e t o i n c o r p o r a t e i n t o what 
r e m a i n e d m e r e l y d e s c r i p t i o n s o r i d e a l s o f h i s t o r i c a l 
p r o g r e s s t h e economic p r i n c i p l e s d e r i v e d f r o m R i c a r d o 
and Menger. T h i s however can be done i f we d i s c o v e r 
a u n i t o f a c t i v i t y , and i f we d e f i n e " p r i n c i p l e s " as 
mere s i m i l a r i t i e s o f c a u s e , e f f e c t , o r p u r p o s e com
mon t o t h e s e a c t i v i t i e s . 2 ^ 
T h i s d e f i n i t i o n o f p r i n c i p l e s as s i m i l a r i t i e s o f c a u s e , e f f e c t . 

17. J.R. Commons, I n s t i t u t i o n a l E c onomics, p.719. 
18. J.R. Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.124-

125; J.R. Commons, M y s e l f , p.. 28. 
19. J.R. Commons., I n s t i t u t i o n a l E c onomics, pp.100- 102, 722. 
20. I b i d . , p . 7 3 1 . 
2 1 . J.R. Commons, "The P r o b l e m o f C o r r e l a t i n g Law, E c o n o m i c s , 

and E t h i c s , " W i s c o n s i n Law Review 8 ( 1 9 3 2 / 3 3 ) : 4. 



o r p u r p o s e , i s i n t e r e s t i n g as i t r e v e a l s Commons' c o n c e p t i o n o f 

t h e n a t u r e o f economic t h e o r y . P r i n c i p l e s a r e t o be d e v e l o p e d 

f r o m t h e " c o m p a r a t i v e method," t h a t i s , t h e s e a r c h f o r s i m i l a r -
22 

i t i e s and d i f f e r e n c e s . These p r i n c i p l e s a r e e m p i r i c a l l y 
based and, i n f a c t , p r o v i d e l i t t l e more t h a n a f r a m e w o r k f o r 

23 

i n v e s t i g a t i o n , o r , i n Commons' t e r m i n o l o g y a " f o r m u l a . " T h i s 

f o r m u l a i s "an i n s t r u m e n t o f i n v e s t i g a t i o n , u/hich s h a l l c o n t a i n 

a l l o f t h e v a r i a b l e f a c t o r s w h i c h a l l i n v e s t i g a t i o n s m i g h t i n 

c l u d e , b u t w h i c h can be w e i g h t e d w i t h h i g h l y v a r i a b l e i m p o r t a n c e 

o f t h e s e v e r a l p a r t s , a c c o r d i n g t o t i m e and p l a c e i n t h e f u n c 

t i o n i n g o f t h e w h o l e . T h e f o r m u l a i s a " m e n t a l t o o l con

s t r u c t e d f o r r e s e a r c h and a c t i o n , and i t i s a f o r m u l a t i o n o f t h e 

r e l a t i o n o f t h e p a r t s t o each o t h e r and t o t h e w h o l e . " Each 

p a r t i s a l s o i t s e l f a whole " r e q u i r i n g each i t s own f o r m u l a , and 

so on down t o t h e p a r t s w h i c h we c o n s i d e r u l t i m a t e f o r o u r p a r t -

l c u l a r s c i e n c e . " 

Commons saw t h e s e " f o r m u l a " as " h y p o t h e s e s , " d e f i n e d as "a 

s t a t e m e n t o f what we now e x p e c t f r o m o u r p r e s e n t k n o w l e d g e o f 

t h e f a c t s and o u r p r e s e n t u n d e r s t a n d i n g o f t h e i r i n t e r r e l a t i o n 

s h i p s . " H y p o t h e s e s a r e " t r i e d o u t " by i n v e s t i g a t i o n and e x p e r i 

ment and may be changed t o b e t t e r " f i t t h e f a c t s . " As Commons 

was d e a l i n g w i t h an e v e r c h a n g i n g p r o c e s s t h e h y p o t h e s e s must 

a l s o change o v e r t i m e t o t a k e i n new f a c t s and r e t i r e o l d ones . 

I n t h i s manner Commons r e a c h e s t h e c o n c l u s i o n t h a t t h e o r y s h o u l d 

22. 3 . R . Commons, The Economics o f C o l l e c t i v e A c t i o n , p.14. 
23. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.733-736. 
24. I b i d . , p.733. 
25. I b i d . , p.736. 
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be v i e w e d as a " m e n t a l p r o c e s s " f o r t h e i n v e s t i g a t i o n , " i n t e r -
2 6 

p r e t a t i o n , c o r r e l a t i o n and e x p e c t a t i o n " o f f a c t s . S c i e n c e , 
t h e r e f o r e , " i s n o t a body o f k n o w l e d g e - - i t i s j u s t a method o f 

27 

i n v e s t i g a t i o n , and i t s t h e o r y i s i t s method." 

Commons' i d e a o f a " f o r m u l a " was d e v e l o p e d f r o m Weber's 

n o t i o n o f " i d e a l t y p e s , " a l t h o u g h w i t h s u b s t a n t i a l m o d i f i c a t i o n . 

Commons' f o r m u l a i s more i n c l u s i v e t h a n Weber's i d e a l t y p e as 

i t i s n o t based on t h e i d e a o f t h e " s p i r i t " o f an age, b u t on 

" a l l k i n d s o f m o t i v e s , e m o t i o n s and c i r c u m s t a n c e s , " and i t i n 

c l u d e s an e t h i c a l e l e m e n t w h i c h Weber s p e c i f i c a l l y e x c l u d e d . 

T h i s e t h i c a l e l e m e n t i s n o t , i n Commons' v i e w , s u b j e c t i v e as i t 

i s " d e r i v e d f r o m i n v e s t i g a t i o n " and based on a " w o r k a b l e c on-
„28 s e n s u s . " 

Commons f r e q u e n t l y u t i l i s e d t h e t e r m " e x p e r i m e n t a l i s m , " 

meaning t h e t e s t i n g o f h y p o t h e s e s o r f o r m u l a a g a i n s t f a c t s o r 

t h e " t r y i n g o u t " o f i d e a s i n o r d e r t o o b s e r v e t h e c o n s e q u e n c e s . 

Commons, however, a l s o t h o u g h t o f h i s own h i s t o r i c a l i n v e s t i g -
29 

a t i o n s and h i s e x p e r i e n c e as a l a w maker as a " t e s t i n g " t h a t 

d i s p l a y e d t h e i n a d e q u a c y o f o r t h o d o x e c o n o m i c s and t h e need t o 

base e c o n o m i c s on a d i f f e r e n t s e t o f p r i n c i p l e s and new u n i t s o f 

a c t i v i t y . I n Commons' v i e w , o r t h o d o x e c o n o m i c s was based on 

t h e p r i n c i p l e o f e f f i c i e n c y and u t i l i s e d t h e i n d i v i d u a l and t h e 

•commodity as i t s u n i t s o f i n v e s t i g a t i o n . Commons a r g u e d t h a t 

o t h e r p r i n c i p l e s were j u s t as i m p o r t a n t and t h a t t h e u n i t s o f 

2.6.. I b :i d. , pp.734. See a l s o J.R. Commons, The Economics o f 
o f C o l l e c t i v e A c t i o n , p.73, 113-114; J.R. Commons, " T w e n t i e t h 
C e n t u r y E c o n o m i c s , " J o u r n a l o f S o c i a l P h i l o s o p h y 5 ( 1 9 3 9 ) :31 . 

27. - J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , p.722. 
28. I b i d . , pp.722-748. 
29. J.R. Commons, The L e g a l f o u n d a t i o n s o f C a p i t a l i s m 

( M a d i s o n , 1 9 6 8 ) , p . v i i . 
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i n v e s t i g a t i o n s h o u l d be t h e " t r a n s a c t i o n " and t h e " g o i n g c on-

c e r n . " 

These p r i n c i p l e s and u n i t s o f a c t i v i t y mere d e s i g n e d t o 

b r i n g i n t o e c o n o m i c s t h e i d e a o f w i l l i n g n e s s , t h e r o l e o f c o l 

l e c t i v e a c t i o n i n c o n t r o l l i n g i n d i v i d u a l a c t i o n , and t h e c l o s e 

r e l a t i o n s h i p between e c o n o m i c s , l a w , and e t h i c s . Whereas 

o r t h o d o x t h e o r i e s , w i t h t h e i r i n d i v i d u a l i s t i c b i a s , " f i t t e d t h e 

emergence o f i n d i v i d u a l l i b e r t y f r o m a n c i e n t o p p r e s s i o n s , " t h e y 

c o u l d n o t h a n d l e " t h e emergence o f c o l l e c t i v e l i b e r t y on t h e 

p a r t o f t h o s e who were l i b e r a t e d y e t exposed t o t h e c o l l e c t i v e 
31 

l i b e r t y o f o t h e r s . " 

Commons' e x p e r i e n c e t o l d him t h a t i t was n o t j u s t i n d i v i d u a l 

a c t i o n b u t a l s o t h e a c t i o n s o f i n d i v i d u a l s o r g a n i s e d i n t o t r a d e 

u n i o n s , c o r p o r a t i o n s , and p o l i t i c a l p a r t i e s , t h a t d e t e r m i n e d 

t h e o p e r a t i o n o f t h e economic s y s t e m . I n d e e d , Commons d e f i n e d 

i n s t i t u t i o n s as " c o l l e c t i v e a c t i o n i n c o n t r o l o f i n d i v i d u a l 

a c t i o n , " o r more f u l l y " c o l l e c t i v e a c t i o n i n c o n t r o l , l i b e r a t i o n , 
32 

and e x p a n s i o n o f i n d i v i d u a l a c t i o n . " L i b e r a t i o n i s i n v o l v e d 

because c o l l e c t i v e a c t i o n c o u l d l i b e r a t e " i n d i v i d u a l a c t i o n f r o m 

c o e r c i o n , d u r e s s , d i s c r i m i n a t i o n , o r u n f a i r c o m p e t i t i o n . " Ex

p a n s i o n i s i n v o l v e d because c o l l e c t i v e a c t i o n c o u l d expand t h e 

" w i l l o f t h e i n d i v i d u a l , " f o r i n s t a n c e t h e head o f a c o r p o r a t i o n , 

3Q. J.R. Commons, " T w e n t i e t h C e n t u r y E c onomics," o p . c i t . , 
pp.31-32; J.R. Commons, "The P r o b l e m o f C o r r e l a t i n g Law, Economics 
and E t h i c s , " o p . c i t . , pp.3-5. 

3 1 . J.R. Commons, " T w e n t i e t h C e n t u r y E c o n o m i c s , " o p . c i t . , 
p.32; J.R. Commons, " I n s t i t u t i o n a l E c o n o m i c s , " A m e r i c a n Economic 
Review. 26, supp. ( 1 9 3 6 ) : 237-246; and J.R. Commons, I n s t i t u t i o n a l 
E conomics, pp . 1-9. 

32. . J...R. Commons, " I n s t i t u t i o n a l E c o n o m i c s , " A m e r i c a n 
Economic Review 21 ( 1 9 3 1 ) : 6 4 9 - 6 5 1 . 



f a r beyond what he c o u l d a c h i e v e "by h i s own puny a c t s . 

T h i s d e f i n i t i o n o f i n s t i t u t i o n s i s d i f f e r e n t f r o m t h e more 

common i n s t i t u t i o n a l i s t d e f i n i t i o n o f i n s t i t u t i o n s as h a b i t s o f 

t h o u g h t . W h i l e Commons was i n no d o u b t t h a t h i s d e f i n i t i o n 

i n c l u d e d " u n o r g a n i s e d " f o r m s o f c o l l e c t i v e a c t i o n such as c u s t o m s , 

h a b i t s , and common p r a c t i c e s , as w e l l as o r g a n i s e d f o r m s such 

as c h u r c h e s , c o r p o r a t i o n s , o r t r a d e u n i o n s , he t e n d e d t o c o n c e n 

t r a t e on t h e l a t t e r . 

I n Commons' t e r m i n o l o g y an o r g a n i s e d f o r m o f c o l l e c t i v e 

a c t i o n s uch as a c h u r c h o r a c o r p o r a t i o n i s a " g o i n g c o n c e r n , " 

w h i l e t h e f r a m e w o r k o f l a w s , c o d e s , r u l e s , r e g u l a t i o n s , and c u s 

toms, w i t h i n w h i c h t h e c o n c e r n s o p e r a t e p r o v i d e a s e t o f " w o r k i n g 

r u l e s . T h e s e w o r k i n g r u l e s a r e c h a n g e a b l e , and a r e f o r s o c i a l 

p h i l o s o p h y what n a t u r a l l a w s a r e f o r "cosmic p h i l o s o p h y . " ^ 

Human p u r p o s e b o t h d i r e c t s t h e g o i n g c o n c e r n s and r e s u l t s i n 

g r a d u a l changes i n t h e w o r k i n g r u l e s . For Commons t h i s meant 

t h a t t h e m e t h o d o l o g y o f e q u i l i b r i u m a n a l y s i s was o f l i t t l e u se, 

t h e f r a m e o f r e f e r e n c e must be i n t e r m s o f an e v o l v i n g whole 

summed up i n t h e p r i n c i p l e o f w i l l i n g n e s s . ^ 

I I Commons' L e g a l / E c o n o m i c Framework: ( i ) t h e P r i n c i p l e o f W i l l 

i n g n e s s and i t s P a r t s . 

The P r e c i s e n a t u r e o f c o l l e c t i v e c o n t r o l o v e r i n d i v i d u a l 

33. I b i d . . p. 6 5 1 . 
34. J.R. Commons, "Economics and S o c i a l P h i l o s o p h y , " J o u r n a l 

o f S o c i a l P h i l o s o p h y 1 ( 1 9 3 5 ) : 7-9. 
35. I b i d . , pp.8-10; J.R. Commons, The L e g a l F o u n d a t i o n s o f 

C a p i t a l i s m , pp.134-153. 
36. J.R. Commons, "Economics and S o c i a l P h i l o s o p h y , " o p . c i t . , 

pp.9-10. 
37. J.R. Commons, "Law and Eco n o m i c s , " o p . c i t . , pp.373-377; 

J.R. Commons, " T w e n t i e t h C e n t u r y E c o n o m i c s , " op . c i t . , p.32; J.R. 
Commons, I n s t i t u t i o n a l E c o n o m i c s , p.738. 



a c t i o n , t h e w h o l e / p a r t r e l a t i o n s h i p , and t h e l i n k a g e s between 

e c o n o m i c s , l a w , and e t h i c s can b e s t be u n d e r s t o o d i n t e r m s o f 

t h e f i v / e " p a r t p r i n c i p l e s " a r o u n d w h i c h Commons o r g a n i s e d h i s 

i d e a s . These p a r t p r i n c i p l e s a r e e f f i c i e n c y , s c a r c i t y , c u s t o m 

or t h e w o r k i n g r u l e s o f c o l l e c t i v e a c t i o n , s o v e r e i g n t y , and 

f u t u r i t y . 

E f f i c i e n c y i s t h a t p a r t o f e c o n o m i c s w h i c h d e a l s w i t h 

"man's c o n t r o l o v e r t h e f o r c e s n a t u r e " o r w i t h p r o d u c t i v i t y . 

I t was t h i s a s p e c t o f e c o n o m i c s t h a t Commons saw o r t h o d o x ec

onom i c s as p r i n c i p a l l y c o n c e r n e d w i t h . Custom was e i t h e r 

e l i m i n a t e d o r t a k e n f o r g r a n t e d so t h a t e c o n o m i c s c o u l d be 

based on " h a p p i n e s s " and " r e a s o n " i n s t e a d o f " c u s t o m " and 
39 

" a u t h o r i t y . " O r t h o d o x e c o n o m i c s d e a l t w i t h t h e r e l a t i o n s h i p 

between man and n a t u r e b u t f a i l e d t o d e a l a d e q u a t e l y w i t h t h e 

r e l a t i o n s h i p b e t w e e n man and man. C l a s s i c a l e c o n o m i c s was 

" e n g i n e e r i n g e c o n o m i c s " c o n c e r n e d w i t h " p r o d u c t i o n " and " m i g h t , " 

w h i l e n e o - c l a s s i c a l e c o n o m i c s was "home" o r " c o n s u m p t i o n " e c o n

omics w h i c h d e a l t w i t h " w ants and s a t i s f a c t i o n s . " ^ To d e a l 

a d e q u a t e l y w i t h t h e r e l a t i o n s h i p s between men i n v o l v e d t h e 

c o n s i d e r a t i o n o f t h e o t h e r p a r t p r i n c i p l e s . 

S o v e r e i g n t y i s t h e e x e r c i s e o f p h y s i c a l s a n c t i o n s by t h e 

38. J.R. Commons, "Law and Ec o n o m i c s , " o p . c i t . , p . 3 7 1 ; J.R. 
Commons, I n s t i t u t i o n a l E c o n o m i c s , p.728. 

39. J.R. Commons, "La w. and Economics , " o p . c i t . , • p p.371-372; 
J.R. Commons, "Economics and S o c i a l P h i l o s o p h y , " o p . c i t . , p . 2 1 ; 
J.R. Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.97-103. 

40. J.R. Commons, "Economics and S o c i a l P h i l o s o p h y , " o p . c i t . 
p . 2 1 ; and J.R. Commons, " M a t e r i a l , P s y c h o l o g i c a l and I n s t i t u t i o n a l 
E c o nomics," i n Economic Essays i n Honor o f Gustav C a s s e l (New York 
1 9 6 7 ) , pp.89-103. 



244. 

s t a t e i n t h e e n f o r c e m e n t o f common and s t a t u t e l a w . The 

power o f t h e s t a t e may be used t o c o n t r o l e conomic a c t i v i t i e s , 

And Commons saw s t a t u t e l a w as "a k i n d o f o r g a n i s i n g and ex

p e r i m e n t i n g w i t h t h e e f f i c i e n c i e s , s c a r c i t i e s , c u s t o m s , and 
41 

e x p e c t a t i o n s o f t h e p e o p l e . " C l e a r l y , t h e s t a t e , t h r o u g h 

i t s l a w m a k i n g f u n c t i o n has a r o l e i n s h a p i n g t h e d i r e c t i o n o f 

economic change. 

The p r i n c i p l e o f f u t u r i t y changes t h e c o n c e p t o f human 

n a t u r e f r o m t h a t o f a " p a s s i v e r e s u l t a n t " t o t h a t o f "an a c t i v e 

o r i g i n a t o r , o r r a t h e r c h o o s e r , o f f o r c e s . I t a l s o e m p h a s i s e s 

t h e r o l e o f e x p e c t a t i o n s i n d e t e r m i n i n g c u r r e n t a c t i o n s . 
When we l o o k a t t h e human w i l l . . . a s t h e f o r c e w i t h 
w h i c h e c o n o m i c s has t o d o . . . t h e n we f i n d i t i s t h e 
hopes and f e a r s , t h e e x p e c t a t i o n s and c a u t i o n s , 
t h e f o r e s i g h t and i m p a t i e n c e , r e s p e c t i n g t h e f u t u r e 
t h a t d e t e r m i n e what s h a l l be done i n t h e p r e s e n t . ^ 

The p r i n c i p l e o f s c a r c i t y i s t h e b a s i s o f " p r o p e r t y i n 

j u r i s p r u d e n c e " and o f c o n f l i c t o f i n t e r e s t . Commons' e c o n o m i c s 

was n o t one o f a u t o m a t i c harmony o f i n t e r e s t , b u t o f t h e med

i a t i o n o f c o n f l i c t . ^ O r t h o d o x e c o n o m i c s , w i t h i t s u n i t s o f 

i n v e s t i g a t i o n o f i n d i v i d u a l s and c o m m o d i t i e s , c o u l d n o t d e a l 

w i t h c o n f l i c t , whereas i n s t i t u t i o n a l e c o n o m i c s d e a l s w i t h i n 

d i v i d u a l s as "members, c i t i z e n s o f a c o n c e r n w i t h r i g h t s and 
45 

l i b e r t i e s c o n f e r r e d o r w i t h h e l d by a s s o c i a t e d a c t i o n . " 

The w o r k i n g r u l e i s n o t a f o r e o r d a i n e d harmony o f 

4 1 . J.R. Commons, "Law and Eco n o m i c s , " o p . c i t . , p.382; J.R. 
Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.74-88. 

42. J.R. Commons, "Law and Eco n o m i c s , " o p . c i t . , p.377. 
43. I b i d . , p.377. 
44. I b i d . , p.372. 
45. J.R. Commons, "The P r o b l e m o f C o r r e l a t i n g Law, E c o n o m i c s , 

and E t h i c s , " op. c i t . , p.4; J.R. Commons, "Economics and S o c i a l 
P h i l o s o p h y , " op . c i t . , pp.9, 2 1 . 



i n t e r e s t , as assumed i n t h e h y p o t h e s i s o f n a t u r a l 
r i g h t s o r m e c h a n i c a l e q u i l i b r i u m o f t h e c l a s s i c a l 
and h e d o n i s t i c s c h o o l s , b u t i t a c t u a l l y c r e a t e s 
o u t o f c o n f l i c t o f i n t e r e s t s , a w o r k a b l e m u t u a l i t y 
and o r d e r l y e x p e c t a t i o n o f p r o p e r t y and l i b e r t y . . , 

46 

T h i s l e a d s d i r e c t l y t o t h e r o l e o f w o r k i n g r u l e s and 

p a r t i c u l a r l y t h e common l a w i n r e s o l v i n g c o n f l i c t s o f i n t e r e s t . 

W o r k i n g r u l e s i n c l u d e c u s t o m s , common p r a c t i c e s , and t h e common 

l a w . These w o r k i n g r u l e s a d j u s t and change w i t h c h a n g i n g 

economic c o n d i t i o n s c r e a t i n g a mo v i n g e q u i l i b r i u m o f " w o r k a b l e 

m u t u a l i t y and o r d e r l y e x p e c t a t i o n . " W o r k i n g r u l e s a r e e n f o r c e d 

by m o r a l s a n c t i o n , by t h e " s c a r c i t y o f a l t e r n a t i v e s , " ^ ' ' ' t h a t i s 

by some c o s t i n v o l v e d i n f a i l i n g t o f o l l o w t h e u s u a l p r a c t i c e , 
4 8 

o r , i f t h e r e i s a d i s p u t e , by t h e c o u r t s . 

When d i s p u t e s a r e b r o u g h t t o c o u r t t h e d e c i s i o n i s made as 

t o w h i c h p r a c t i c e s a r e d e s i r a b l e and w h i c h a r e u n d e s i r a b l e . The 

d e c i s i o n i s made on t h e b a s i s o f what i s c o n s i d e r e d t o be 

" r e a s o n a b l e , " and i n d e c i d i n g what i s r e a s o n a b l e t h e c o u r t : 
...must c o n s i d e r t h e i n d u c e m e n t s t o e f f i c i e n c y , t h e 
c i r c u m s t a n c e s o f s c a r c i t y . . . t h e e x p e c t a t i o n s o f t h e 
f u t u r e , t h e good and bad p r a c t i c e s o f t h e two p a r t i e s , 
as w e l l as t h e good and bad common p r a c t i c e s o f 
s i m i l a r p e r s o n s u n d e r s i m i l a r c i r c u m s t a n c e s , and t h e 
l e g i s l a t i v e a c t s o f s o v e r e i g n t y . ^ 

The c o u r t ' s d e f i n i t i o n o f r e a s o n a b l e n e s s i s , t h e r e f o r e , t h e 
50 

"summing up o f t h e whole s c i e n c e o f e c o n o m i c s , " 

The l i n k s between l a w , e c o n o m i c s , and e t h i c s a r e now q u i t e 

c l e a r . Economics, f o r Commons, was a s c i e n c e t h a t was c o n c e r n e d 

46. J.R. Commons, " I n s t i t u t i o n a l E c o n o m i c s , " A m e r i c a n Economic 
Review 21 ( 1 9 3 1 ) : 656. 

47. J.R. Commons, "Economics and S o c i a l P h i l o s o p h y , " o p . c i t . , 
pp.7-9. 

48. J.R. Commons, "Law and Economics," op . c i t . , p.372. 
49. I b i d . , p p . 3 8 0 - 3 8 1 . 
50. I b i d . , p . 3 8 1 . 



w i t h t h e h a b i t s and common p r a c t i c e s o f i n d i v i d u a l s and c o l 

l e c t i v e o r g a n i s a t i o n s " i n t h e i r m u t u a l a d j u s t m e n t t o s c a r c i t y 

o f r e s o u r c e s and i n t h e i r c o m p e t i t i o n s and c o n f l i c t s i mposed 

i s based on " t h e f u n d a m e n t a l by t h a t s c a r c i t y . " Economics 

c o n c e p t s " on w h i c h l a w i s a l s o 

o f r e a s o n a b l e n e s s o b v i o u s l y co 

These p a r t p r i n c i p l e s a r e 

f o u n d e d , w h i l e Commons' n o t i o n 
51 

n t a i n s an e t h i c a l e l e m e n t , 

r e l a t e d t o t h e whole as f o l l o w s . . . t h e s e f i v e p a r t - p r i n c i p l e s c o n s t i t u t e , i n t h e i r 
i n t e r d e p e n d e n c e t h e whole o f t h e p r i n c i p l e o f w i l l 
i n g n e s s . T h i s . . . a s a p r i n c i p l e i s t h e e x p e c t e d 
r e p e t i t i o n , w i t h v a r i a b i l i t y , o f t h e t o t a l o f a l l 
human a c t i n g and t r a n s a c t i n g w i t h i n t h e l i m i t i n g 
and c o m p l e m e n t a r y i n t e r d e p e n d e n c e o f t h e p r i n c i p l e s 
o f s c a r c i t y , e f f i c i e n c y , w o r k i n g r u l e s , s o v e r e i g n t y , 
and f u t u r i t y . The f u n c t i o n a l r e l a t i o n s a r e such 
because a change i n one d i r e c t i o n changes a l l t h e 
o t h e r s , and t h i s changes t h e whole t r a n s a c t i o n o r 
c o n c e r n . I f e f f i c i e n c y i n c r e a s e s , t h e n s c a r c i t y 
d i m i n i s h e s , a v a r i a t i o n o f w o r k i n g r u l e s o c c u r s , as 
w e l l as o f e x p e c t a t i o n s o f t h e f u t u r e , and p e r h a p s 
o f t h e use o f s o v e r e i g n t y . . . Change i n any one o f i t s 
f u n c t i o n a l p a r t s i s a change i n t h e whole o f w i l l i n g 
ness . 

For Commons, t h e n , t h e e v o l u t i o n a r y p r o c e s s was n o t s i m p l y a 

r e s u l t o f changes i n t e c h n i c a l o r economic c o n d i t i o n s , b u t 

depended c r i t i c a l l y on t h e r e s p o n s e f r o m g o v e r n m e n t , t h e l a w 

c o u r t s , and c o l l e c t i v e o r g a n i s a t i o n s . Thus, t h e "phenomena o f 

p o l i t i c a l economy" a r e : 

. . . t h e p r e s e n t outcome o f r i g h t s o f p r o p e r t y and 
powers o f g o v e r n m e n t w h i c h have been f a s h i o n e d and 
r e f a s h i o n e d i n t h e p a s t by c o u r t s , l e g i s l a t o r s , 
and e x e c u t i v e s t h r o u g h c o n t r o l o f human b e h a v i o r 
by means o f w o r k i n g r u l e s , d i r e c t e d t o w a r d p u r p o s e s 
deemed u s e f u l o r j u s t by t h e l a w g i v e r s and l a w 

5 1 . J.R. Commons, The Economics o f C o l l e c t i v e A c t i o n , pp 
96;. J.R. Commons, I n s t i t u t i o n a l E c onomics, p . 7 1 ; J.R. Commons, 
"Law and E c o n o m i c s , " o p . c i t . , p.372. 

52. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , p.738. 
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i n t e r p r e t e r s , 

T h i s v i e w o f economic e v o l u t i o n r a i s e s a d i f f i c u l t y men

t i o n e d by M.A. Cop e l a n d w h i c h i s t h a t t h e s t a n d a r d o f r e a s o n -
54 

a b l e n e s s depends i n p a r t on c u r r e n t p r a c t i c e s , so t h a t i n 
t h e p r o c e s s o f a r t i f i c i a l s e l e c t i o n e t h i c a l t a s t e s s e l e c t 

55 

p r a c t i c e s and p r a c t i c e s s e l e c t e t h i c a l t a s t e s . T h i s p r o b l e m 

i s compounded because Commons was n o t s a t i s f i e d s i m p l y t o 

a n a l y s e t h e p r o c e s s , b u t w i s h e d t o j u d g e i t and p a r t a k e i n i t . 

Commons a r g u e d t h a t e c o n o m i s t s c o u l d n o t be e t h i c a l l y n e u t r a l , 

and t h a t e c o n o m i c s s h o u l d be d i r e c t e d t o w a r d s " s o c i a l e n g i n e e r i n g " 
5 6 

by d e v e l o p i n g an " a d m i n i s t r a t i v e e c o n o m i c s . " 
A d m i n i s t r a t i o n i s p r a g m a t i c s o c i a l p h i l o s o p h y . I t 
b r i n g s t o g e t h e r , t h i s t i m e by methods o f s c i e n t i f i c 
i n v e s t i g a t i o n , t h e s e p a r a t e d f i e l d s o f e c o n o m i c s , 
e t h i c s and j u r i s p r u d e n c e . ^ ^ , 

Commons f e l t t h a t t h e p r a g m a t i c method o f " h i s t o r i c a l and ex

p e r i m e n t a l i n v e s t i g a t i o n " w o u l d r e s u l t i n t h e p r o v i s i o n o f " t h e 
5 8 

f a c t s and s t a t i s t i c s needed f o r an a d m i n i s t r a t i v e e c o n o m i c s , " 

b u t a s t a n d a r d o f j u d g m e n t i s s t i l l r e q u i r e d . Commons, a g a i n , 

l o o k e d t o t h e c o u r t s ' s t a n d a r d o f r e a s o n a b l e n e s s b u t i n p r a c t i c e 

he expanded t h e i d e a o f r e a s o n a b l e n e s s beyond t h e a r e a s i n w h i c h 

53. J.R. Commons, The L e g a l F o u n d a t i o n s o f C a p i t a l i s m , p.378; 
see a l s o H.H. L i e b h a f s k y , "Commons and C l a r k on Law and Eco n o m i c s , " 
J o u r n a l o f Economic I s s u e s 10 ( 1 9 7 6 ) : 751-759. 

54. J.R. Commons, " T w e n t i e t h C e n t u r y E c o n o m i c s , " o p . c i t . , 
p.33, 4 0 - 4 1 ; J.R. Commons, "The P l a c e o f Economics i n S o c i a l 
P h i l o s o p h y , " o p . c i t . , p.7; J.R. Commons, I n s t i t u t i o n a l E c onomics 
pp.741-743. 

55. M.A. C o p e l a n d , "Commons' I n s t i t u t i o n a l i s m i n R e l a t i o n t o 
Problems of. S o c i a l E v o l u t i o n and Economic P l a n n i n g , " Q u a r t e r l y 
J o u r n a l o f Economics 50 ( 1 9 3 5 / 3 6 ) : 343. 

56. J.R. Commons, " T w e n t i e t h C e n t u r y E c o n o m i c s , " o p . c i t . , 
pp.32-33. 

57. . I b i d . , p.33; see a l s o J.R. Commons, The Economics o f 
C o l l e c t i v e A c t i o n , p.125; and J.R. Commons, " C o n s t r u c t i v e R e s e a r c h , " 
i n L a b o r and A d m i n i s t r a t i o n (Mew Yo r k , 1 9 6 4 ) , pp.7-13. 

58. J.R. Commons, " T w e n t i e t h C e n t u r y E c o n o m i c s , " o p . c i t . , p.34. 
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t h e c o u r t s had a p p l i e d i t , and f r e q u e n t l y r e s o r t e d t o a s e t 
59 

o f u l t i m a t e v a l u e s such as " l i b e r t y and e q u a l i t y . " The 

r e s u l t o f t h i s i s a p e r s i s t e n t i n t e r m i n g l i n g o f p o s i t i v e and 

n o r m a t i v e e l e m e n t s i n Commons' work. I t i s f r e q u e n t l y u n c l e a r 

w h e t h e r Commons i s a r g u i n g i n p o s i t i v e t e r m s o r i f he i s 

a r g u i n g t h a t s o m e t h i n g s h o u l d happen. 

The t a s k Commons s e t h i m s e l f was c l e a r l y a momentous one. 

He was d e t e r m i n e d t o d e a l w i t h t h e f u l l c o m p l e x i t y o f t h e e v o l 

v i n g economic s y s t e m . A s y s t e m i n t i m a t e l y l i n k e d w i t h t e c h n i c a l , 

l e g a l , p o l i t i c a l , e t h i c a l , c u s t o m a r y , and p s y c h o l o g i c a l c o n s i d 

e r a t i o n s . I t must be c o n c l u d e d t h a t Commons' method gave him 

o n l y t h e most b l u n t o f weapons w i t h w h i c h t o work. Commons' 

c o n c e p t i o n o f " p r i n c i p l e s " p r o v i d e s l i t t l e more t h a n a f r a m e w o r k 

f o r i n v e s t i g a t i o n , a s e t o f c o n c e p t s w h i c h a r e f r e q u e n t l y o f 

such g e n e r a l i t y as t o be o f o n l y d u b i o u s a n a l y t i c a l o r p r e d i c t i v e 

v a l u e . ^ On t h e o t h e r hand, Commons' a p p r o a c h t o o k him i n t o 

a r e a s o f c o n s i d e r a b l e i n t e r e s t and f a s c i n a t i o n . The r e s u l t , as 
6 1 

B o u l d i n g has p u t i t , i s a " t a n g l e d j u n g l e o f p r o f o u n d i n s i g h t s , " 

b o t h t h e t a n g l e and t h e i n s i g h t s b e i n g t h e r e s u l t o f Commons' 

v i e w s on t h e method and scope o f e c o n o m i c s . 

59. See f o r i n s t a n c e J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , 
pp.741-743, 902-904; and 0.R. Commons, The L e g a l F o u n d a t i o n s o f 
C a p i t a l i sm, pp.376-377. 

60. The f a c t t h a t Commons o f t e n p r o v i d e s l i t t l e more t h a n a 
c o n c e p t u a l f r a m e w o r k i s m e n t i o n e d by C.L. James, "Commons on 
I n s t i t u t i o n a l E c o n o m i c s , " A m e r i c a n Economic Review 27 ( 1 9 3 7 ) : 6 1 -
75; l \ l . W. C h a m b e r l a i n , "The I n s t i t u t i o n a l E conomics o f John R. 
Commons," i n J. Dorfma n , e t a l . , I n s t i t u t i o n a l Economics ( B e r k e l e y , 
1 9 6 3 ) , pp.87-88; F.H. K n i g h t , "Review o f I n s t i t u t i o n a l Economics 
by J.R. Commons," C o l u m b i a Law Review 35 ( 1 9 3 5 ) : 803-805. 

6 1 . K. B o u l d i n g , . " I n s t i t u t i o n a l E c o n o m i c s : A New Look a t 
I n s t i t u t i o n a l i s m , " o p .-c i t . , p.8. 
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I n v e s t i g a t i o n . 

Commons' f r a m e w o r k f o r i n v e s t i g a t i o n was b u i l t up on h i s 

o v e r a l l p r i n c i p l e o f w i l l i n g n e s s , t h e f i v e p a r t - p r i n c i p l e s o f 

e f f i c i e n c y , s c a r c i t y , w o r k i n g r u l e s , s o v e r e i g n t y , and f u t u r i t y , 

and h i s u n i t s o f i n v e s t i g a t i o n , t h e t r a n s a c t i o n and t h e g o i n g 

c o n c e r n . 

Commons d e f i n e d a t r a n s a c t i o n as a t r a n s f e r o f o w n e r s h i p . 

T h i s d e f i n i t i o n was d e s i g n e d t o t a k e a c c o u n t o f t h e changes i n 

t h e l e g a l f o u n d a t i o n s o f c a p i t a l i s m t h a t Commons m a i n t a i n e d had 

o c c u r r e d w i t h t h e r e c o g n i t i o n o f i n c o r p o r e a l p r o p e r t y ( d e b t s ) 

and i n t a n g i b l e p r o p e r t y ( g o o d w i l l ) and t h e r e c o g n i t i o n o f t h e 
6 2 

r i g h t o f c o l l e c t i v e b a r g a i n i n g by t h e c o u r t s . O r t h o d o x 

e c o n o m i c s was based on t h e i d e a o f t h e f r e e exchange o f com

m o d i t i e s between i n d i v i d u a l s o f e q u a l l e g a l s t a n d i n g , w h ereas, 

f o r Commons, t h e system was one o f t h e t r a n s f e r o f r i g h t s o f 

o w n e r s h i p o f t a n g i b l e , i n c o r p o r e a l , and i n t a n g i b l e p r o p e r t y 

b e t w e e n i n d i v i d u a l s and o r g a n i s a t i o n s s t a n d i n g i n v a r i o u s l e g a l 

r e l a t i o n s h i p s t o each o t h e r . ^ 
T r a n s a c t i o n s i n t e r v e n e b e t w e e n t h e p r o d u c t i o n o f 
l a b o r , o f t h e c l a s s i c a l e c o n o m i s t s , and t h e p l e a s u r e s 
o f c o n s u m p t i o n , o f t h e h e d o n i s t i c e c o n o m i s t s , s i m p l y 
b e c a u s e i t i s s o c i e t y , t h a t , by i t s r u l e s o f o r d e r , 
c o n t r o l s o w n e r s h i p o f and a c c e s s t o t h e f o r c e s o f 
n a t u r e . T r a n s a c t i o n s , as t h u s d e f i n e d , a r e n o t t h e 
"exchange o f c o m m o d i t i e s " i n t h e p h y s i c a l sense o f 
" d e l i v e r y , " t h e y a r e t h e a l i e n a t i o n and a c q u i s i t i o n , 
b e tween i n d i v i d u a l s , o f t h e r i g h t s o f f u t u r e owner-

62. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.52-58. 
63. I bid.. , pp.56-58. See a l s o J.R. Commons, The Economics o f 

C o l l e c t i v e A c t i o n , pp.43-57. For an a t t e m p t t o summarise Commons' 
t h i n k i n g see K.. Pa r s o n s , "John R.. Commons' P o i n t o f View," J o u r n a l 
o f Land and P u b l i c U t i l i t y E c onomics 18 ( 1 9 4 2 ) : 245-266. 
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s h i p o f p h y s i c a l t h i n g s , as d e t e r m i n e d by t h e 
c o l l e c t i v e w o r k i n g r u l e s o f s o c i e t y . The t r a n s f e r 
o f t h e s e r i g h t s must t h e r e f o r e be n e g o t i a t e d 
b etween t h e p a r t i e s c o n c e r n e d , a c c o r d i n g t o t h e 
w o r k i n g r u l e s o f s o c i e t y , b e f o r e l a b o r can p r o d u c e , 
o r c onsumers can consume, o r c o m m o d i t i e s be 
p h y s i c a l l y d e l i v e r e d t o o t h e r p e r s o n s . ^ 

T h i s n o t i o n o f a t r a n s a c t i o n as a t r a n s f e r o f l e g a l c o n t r o l 

r e l a t e s c l o s e l y t o Commons' t h e o r y n f u a l u e = ̂  A c c o r d i n g t o 

Common, c l a s s i c a l e c o n o m i c s p r o v i d e s a c o n c e p t o f "use v a l u e " 

w h i c h "does n o t i n c r e a s e o r d i m i n i s h w i t h demand and s u p p l y , 

b u t i n c r e a s e s w i t h t h e amount o f l a b o r and i n g e n u i t y r e q u i r e d 

t o p r o d u c e i t , and d i m i n i s h e s w i t h t h e amount o f d e p r e c i a t i o n o r 

wear and t e a r , " o r " u s i n g u p . " ^ A c c o r d i n g t o Commons use 

v a l u e s f o r m t h e b a s i s o f T a y l o r ' s s y s t e m o f s c i e n t i f i c manage

ment w i t h i t s e m p h a s i s on p h y s i c a l q u a n t i t i e s , q u a l i t i e s , and 
• ., 67 man h o u r s p e r u n i t . 

On t h e o t h e r hand, h e d o n i s t i c e c o n o m i c s g i v e s a p s y c h o l o g i c a l 

t h e o r y o f v a l u e i n w h i c h v a l u e d i m i n i s h e s w i t h an i n c r e a s e i n 

q u a n t i t y . Commons e q u a t e s t h i s w i t h " s c a r c i t y v a l u e , " i n c o n t r a s t 
6 8 

w i t h use v a l u e . Commons' t r a n s a c t i o n a l t h e o r y o f v a l u e , 

however, does n o t d i s p e n s e w i t h t h e n o t i o n o f use v a l u e . I n d e e d , 

he r e t a i n s b o t h t h e i d e a o f use v a l u e and s c a r c i t y v a l u e and 

adds a t h i r d d i m e n s i o n o f v a l u e i n t h e f o r m o f e x p e c t e d f u t u r e 
v a l u e s , w h i c h depend on t h e d e g r e e o f r i s k and t h e p e r i o d o f t i m e 

6 9 
i n v o l v e d . Thus, t h e t r a n s a c t i o n a l t h e o r y o f v a l u e has t h r e e 

64. J . R . Commons, I n s t i t u t i o n a l E c o n o m i c s , p.58. 
65. I b i d . , pp.66, 84-87; 172-173, 180-189, 203-214, 242-243; 

419-425; 511-520. 
66. I b i d . , p.84. T h i s v i e w o f c l a s s i c a l v a l u e t h e o r y i s 

q u i t e i n a c c u r a t e . See D.P. O ' B r i e n , The C l a s s i c a l E c o n o m i s t s , 
pp.78-107. 

67. J . R . Commons, I n s t i t u t i o n a l E c o n o m i c s , p.84. 
68. I b i d . , pp.85-86. 
69. I b i d . , pp.86-87. 
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d i m e n s i o n s , w h i c h a r e a l l "combined i n t h e p r o p r i e t a r y ex

p e c t a t i o n s o f a p r e s e n t t r a n s a c t i o n a t a p o i n t o f t i m e , w h i c h 

a r e , f o l l o w i n g MacLeod, more an 'economic q u a n t i t y , ' i n s t e a d 

o f a p h y s i c a l q u a n t i t y , because f u t u r i t y i s one o f i t s t h r e e 
70 

d i m e n s i o n s . " Commons e x p l a i n s t h i s and t h e r e l a t i o n s h i p 
between h i s v i e w s and t h a t o f o r t h o d o x e c o n o m i c s as f o l l o w s : 

The p h y s i c a l q u a n t i t i e s o f t h e c l a s s i c a l and h e d o n i s t i c 
s c h o o l s do n o t d i s a p p e a r - - t h e y a r e m e r e l y t r a n s f e r r e d 
t o t h e f u t u r e t h r o u g h t h e i n s t i t u t i o n o f o w n e r s h i p . . . 
T r a n s a c t i o n s a r e based on e x p e c t a t i o n s o f t h e i m m e d i a t e 
o r r e m o t e f u t u r e , s e c u r e d by c o l l e c t i v e a c t i o n c o n s i s 
t i n g o f t h e i n s t i t u t i o n s o f p r o p e r t y . . . T r a n s a c t i o n s a r e 
t h e means, u n d e r o p e r a t i o n o f l a w and c u s t o m , o f 
a c q u i r i n g and a l i e n a t i n g l e g a l c o n t r o l o f economic 
q u a n t i t i e s , i n c l u d i n g l e g a l c o n t r o l o f t h e l a b o r and 
management w h i c h w i l l a f t e r w a r d s p r o d u c e and d e l i v e r 
c o m m o d i t i e s t o w a r d s t h e u l t i m a t e c o n s u m e r . ^ 

O r t h o d o x e c o n o m i c s i s t h e r e f o r e s u p p l e m e n t e d by, r a t h e r t h a n 

e n t i r e l y r e p l a c e d by, i n s t i t u t i o n a l e c o n o m i c s . 

Commons saw l e g a l c o n t r o l as t h e f u t u r e p h y s i c a l c o n t r o l o f 
72 

economic q u a n t i t i e s and o f t h e f u t u r e b e h a v i o u r o f i n d i v i d u a l s . 
T h i s c o n t r o l o f human b e h a v i o u r , however, b r i n g s up t h e i d e a o f 

73 

c h o i c e and t h e l i m i t a t i o n s on c h o i c e . Each c h o i c e , i n Commons' 

v i e w , r e p r e s e n t s t h e " w i l l i n a c t i o n " and c o n s i s t s o f a p e r f o r m a n c e , 

an a v o i d a n c e , and a f o r b e a r a n c e . P e r f o r m a n c e , w h i c h i n c l u d e s 

payment, i s t h e " r e n d e r i n g o f a s e r v i c e , c o m p e l l i n g a s e r v i c e , 

o r p a y i n g a d e b t . " A v o i d a n c e i s "non i n t e r f e r e n c e w i t h t h e 

c h o i c e s o f o t h e r s " and f o r e b e a r a n c e i s t h e " r e a s o n a b l e " e x e r c i s e 

o f p e r f o r m a n c e . F o r e b e a r a n c e " i s t h e l i m i t p l a c e d on p e r f o r m a n c e ; 

70. I b i d . , p.86. See a l s o J.R. Commons, The L e g a l F o u n d a t i o n s 
o f C a p i t a l i s m , pp. 1 1 - 2 1 . 

7 1 . J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.86-87. 
72. I b i d . , p.87. 
73. I b i d . , pp.87-89; 304-307. 
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p e r f o r m a n c e i s t h e a c t u a l p e r f o r m a n c e ; and a v o i d a n c e i s t h e 

a l t e r n a t i v e p e r f o r m a n c e r e j e c t e d o r a v o i d e d . " Each o f t h e s e 

a s p e c t s o f c h o i c e may "be a d u t y o r a l i b e r t y , w i t h a c o r 

r e s p o n d i n g r i g h t o r e x p o s u r e o f o t h e r s ; and each may be c o m p e l l e d , 

p e r m i t t e d , o r l i m i t e d by c o l l e c t i v e a c t i o n a c c o r d i n g t o t h e 

t h e n w o r k i n g r u l e s . . . 

Commons goes on t o i d e n t i f y t h r e e m a j o r t y p e s o f t r a n s a c t i o n , 

t h e r a t i o n i n g t r a n s a c t i o n , t h e m a n a g e r i a l t r a n s a c t i o n , and t h e 
75 

b a r g a i n i n g t r a n s a c t i o n . R a t i o n i n g t r a n s a c t i o n s a r e u n d e r t a k e n 

by t h e " p o l i c y m akers" o f an o r g a n i s a t i o n ; f o r i n s t a n c e , d e c i s i o n s 

by a b o a r d o f d i r e c t o r s i n m a k i n g up t h e b u d g e t f o r t h e e n s u i n g 

y e a r , o r t h e d e c i s i o n s o f a l e g i s l a t u r e i n " a p p o r t i o n i n g t a x e s , " 

o r c o l l e c t i v e b a r g a i n i n g between an a s s o c i a t i o n o f e m p l o y e r s and 

an a s s o c i a t i o n o f e m p l o y e e s . C a r t e l s u n d e r t a k e a s e r i e s o f 

r a t i o n i n g t r a n s a c t i o n s as t h e y c o n t r o l o u t p u t , and a j u d i c i a l 

d e c i s i o n i s a r a t i o n i n g t r a n s a c t i o n i f i t t a k e s w e a l t h f r o m one 
7 6 

i n d i v i d u a l and g i v e s i t t o a n o t h e r . 

R a t i o n i n g t r a n s a c t i o n s a r e t h e " r a t i o n i n g o f w e a l t h o r 

p u r c h a s i n g power, n o t by p a r t i e s deemed e q u a l , b u t by an a u t h o r i t y 

s u p e r i o r t o them i n l a w , " t h e s u p e r i o r b e i n g a " c o l l e c t i v e 
77 

s u p e r i o r " o r an " o f f i c i a l s p o k e s p e r s o n . " 
M a n a g e r i a l t r a n s a c t i o n s a r e a g a i n between a l e g a l s u p e r i o r 

74. I b i d . , p.88. See a l s o J.R. Commons, The L e g a l F o u n d a t i o n s 
o f C a p i t a l i s m , pp.69-79. 

75. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.59-69; J.R. 
Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.43-57; J.R. Commons, 
"The P r o b l e m o f C o r r e l a t i n g Law, Economics and E t h i c s , " o p . c i t . , 
pp.9-12. 

76. J.R. Commons, "The Pr o b l e m o f C o r r e l a t i n g Law, Ec o n o m i c s , 
and E t h i c s , " op . c i t . , pp.5-12. 

77. I b i d . , p.12. 
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and a l e g a l i n f e r i o r , o n l y i n t h i s case t h e s u p e r i o r i s an 

i n d i v i d u a l o r a " h i e r a r c h y o f s u p e r i o r s " who g i v e o r d e r s w h i c h 

t h e i n f e r i o r must obey. M a n a g e r i a l t r a n s a c t i o n s a r e t h e 

r e l a t i o n s h i p s between f o r e m a n and w o r k e r s , s h e r i f f and c i t i z e n , 

and manager and managed. The p u r p o s e o f m a n a g e r i a l t r a n s a c t i o n s 

i n e c o n o m i c s i s t h e p r o d u c t i o n o f w e a l t h , i t i s " t h e p h y s i c a l 

p r o c e s s o f o v e r c o m i n g t h e r e s i s t a n c e o f n a t u r e u n d e r t h e s u p e r -
7 8 

v i s i o n o f management." 

The b a r g a i n i n g t r a n s a c t i o n i s a t r a n s a c t i o n between l e g a l 

e q u a l s and " i s f o u n d t o c o n s i s t o f f o u r p a r t i e s " as "each b u y e r 

i s c h o o s i n g between t h e b e s t two s e l l e r s " and "each s e l l e r 

b e t ween t h e two b u y e r s . " The b a r g a i n i n g o f t h e s e p a r t i e s i s co n 

s t r a i n e d by t h e d e c i s i o n s o f t h e c o u r t s w h i c h r e q u i r e e q u a l 

a c c e s s , no d i s c r i m i n a t i o n , " f a i r " c o m p e t i t i o n , " r e a s o n a b l e " p r i c e s , 

and due p r o c e s s . The b a r g a i n i n g t r a n s a c t i o n t r a n s f e r s t h e 
79 

o w n e r s h i p o f w e a l t h . 

I t s h o u l d be n o t e d t h a t b a r g a i n i n g t r a n s a c t i o n s o c c u r b o t h 

i n c o m p e t i t i v e and i m p e r f e c t m a r k e t s . W h i l e t h e l e g a l d e f i n i t i o n 

o f r e a s o n a b l e n e s s p l a c e s l i m i t s on t h e e x e r c i s e o f monopoly 

power , Commons was c l e a r t h a t p r o p e r t y r i g h t s i n c l u d e d t h e r i g h t 

t o w i t h h o l d . ^ 

The p r o c e s s o f t r a n s a c t i n g a l s o i n v o l v e s a " n e g o t i a t i o n a l 

p s y c h o l o g y . " 

. . . t h e p s y c h o l o g y o f t r a n s a c t i o n s i s t h e p s y c h o l o g y 

78. I b i d . , pp . 9-11. 
79. I b i d . , pp.5-9. 
8• . I b i d pp.8-9; 3.R. Commons, The L e g a l F o u n d a t i o n s o f 

C a p i t a l i s m , pp.47-64; 3.R. Commons, " I n s t i t u t i o n a l E c o n o m i c s , " 
A m e r i c a n Economic Review 26 ( 1 9 3 6 ) : 243. 



o f n e g o t i a t i o n s . Each p a r t i c i p a n t i s e n d e a v o r i n g 
t o i n f l u e n c e t h e o t h e r . . . E a c h m o d i f i e s t h e b e h a v i o r 
o f t h e o t h e r i n g r e a t e r o r l e s s d e g r e e . T h i s i s 
t h e p s y c h o l o g y o f b u s i n e s s , o f c u s t o m , o f l e g i s l a t u r e s , 
o f c o u r t s , o f t r a d e a s s o c i a t i o n s , o f t r a d e u n i o n s . ^ 

What i s more t h i s n e g o t i a t i o n a l p s y c h o l o g y i s a l w a y s c h a n g i n g 

as t h e d i s t i n c t i o n s between p e r s u a s i o n and d u r e s s , and between 
8 2 

f a i r and u n f a i r c o m p e t i t i o n , a r e m o d i f i e d . The t e r m s on 

w h i c h t r a n s a c t i o n s a r e c a r r i e d o u t , t h e n , depends on b a r g a i n i n g 

power, and t h e s e t o f w o r k i n g r u l e s . W o r k i n g r u l e s may be 

m o d i f i e d by l e g i s l a t i v e a c t s and t h e a t t i t u d e o f t h e c o u r t s , 

w h i c h i n t u r n may be a f f e c t e d by t h e p o l i t i c a l i n f l u e n c e an 

o r g a n i s a t i o n p o s s e s s e s and by w h e t h e r o r n o t t h e c o u r t s can be 
8 3 

c o n v i n c e d t h a t c e r t a i n a c t i o n s a r e r e a s o n a b l e . 

Commons a l s o p r o v i d e d a n o t h e r c l a s s i f i c a t o r y scheme f o r 

t r a n s a c t i o n s , t h i s t i m e d i v i d i n g them i n t o " r o u t i n e " and " s t r a t e g i c " 

t r a n s a c t i o n s . Commons r e l a t e d t h i s d i v i s i o n t o t h e i d e a o f 
8 4 

" l i m i t i n g " and " c o m p l e m e n t a r y " f a c t o r s . A s t r a t e g i c t r a n s 

a c t i o n i s one t h a t g i v e s c o n t r o l o v e r a l i m i t i n g f a c t o r . Once 

t h e l i m i t i n g f a c t o r i s c o n t r o l l e d t h e c o m p l e m e n t a r y f a c t o r s can 

be d e a l t w i t h t h r o u g h r o u t i n e t r a n s a c t i o n s . The l i m i t i n g f a c t o r 

may change o v e r t i m e , b u t as l o n g as t h e l i m i t i n g f a c t o r i s 
c o n t r o l l e d , t h e c o m p l e m e n t a r y f a c t o r s w i l l "work o u t t h e r e s u l t s 

8 5 

i n t e n d e d . " Commons e x p l a i n s t h a t t h i s " f o r m u l a " o f s t r a t e g i c 

and r o u t i n e t r a n s a c t i o n s : 8 1 . J.R. Commons, " I n s t i t u t i o n a l E c o n o m i c s , " A m e r i c a n Economic 
Review 21 ( 1 9 3 1 ) : 655. 

82. I b i d . , pp.655-656. 
83. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.754-763. 
84. I b i d . , pp.89-90, 342-348, 6 2 7 - 6 3 1 . 
85. I b i d . , pp.89-90; J.R. Commons, "Economics and S o c i a l 

P h i l o s o p h y , " o p . c i t . , pp.15-17. 
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...has become a h i g h l y i m p o r t a n t i n s t r u m e n t o f 
i n v e s t i g a t i o n , by means o f w h i c h t h e o l d e r 
a n a l o g i e s o f e q u i l i b r i u m g i v e way t o t h e a c t u a l 
p r o c e s s o f human a b i l i t y i n c o n t r o l l i n g , t h r o u g h 
t r a n s a c t i o n s , t h e p h y s i c a l and s o c i a l e n v i r o n m e n t . ^ 

These i d e a s a r e b r o u g h t t o g e t h e r i n "a l a r g e r u n i t o f i n v e s t i g 

a t i o n , " t h e g o i n g c o n c e r n . The g o i n g c o n c e r n i s a " j o i n t 

e x p e c t a t i o n o f b e n e f i c i a l b a r g a i n i n g , m a n a g e r i a l , and r a t i o n i n g 

t r a n s a c t i o n s " k e p t t o g e t h e r by " w o r k i n g r u l e s " and by t h e con

t r o l o f s t r a t e g i c o r l i m i t i n g f a c t o r s w h i c h a r e e x p e c t e d t o 
8 7 

c o n t r o l t h e o t h e r s . 

The c o n c e p t o f l i m i t i n g and c o m p l e m e n t a r y f a c t o r s has two 

" a p p l i c a t i o n s , " " t h e c o n t r o l o f p h y s i c a l f o r c e s t h r o u g h m a n a g e r i a l 

t r a n s a c t i o n s l e a d i n g t o g r e a t e r o r l e s s e f f i c i e n c y measured by 

t h e r a t i o o f o u t p u t t o i n p u t " and " t h e c o n t r o l o f o t h e r p e r s o n s 

t h r o u g h b a r g a i n i n g t r a n s a c t i o n s measured by t h e r a t i o n o f o u t g o 

t o i n c o m e . " These Commons r e l a t e s t o t h e e f f i c i e n c y and s c a r c i t y 

m e anings o f l i m i t i n g and c o m p l e m e n t a r y f a c t o r s and d e s i g n a t e s 
8 8 

them as t h e " g o i n g p l a n t " and t h e " g o i n g b u s i n e s s . " 
The b e s t g o i n g p l a n t i s one where t h e t e c h n o l o g i c a l 
f a c t o r s a r e r i g h t l y p r o p o r t i o n e d by m a n a g e r i a l 
t r a n s a c t i o n s ; t h e b e s t g o i n g b u s i n e s s i s one where 
t h e p u r c h a s e s and s a l e s a r e r i g h t l y p r o p o r t i o n e d 
by b a r g a i n i n g t r a n s a c t i o n s ; t h e b e s t g o i n g c o n c e r n 
i s one where t e c h n o l o g y and b u s i n e s s a r e r i g h t l y 
p r o p o r t i o n e d . The b e s t n a t i o n i s t h a t where r i g h t s , 
d u t i e s , l i b e r t i e s , and e x p o s u r e s a r e b e s t r a t i o n e d 
among i n d i v i d u a l s and c l a s s e s . The t e c h n o l o g i c a l 
economy i s e f f i c i e n c y ; t h e b u s i n e s s economy i s s c a r c i t y ; 
t h e g o i n g c o n c e r n i s t e c h n o l o g y and b u s i n e s s ; t h e 
n a t i o n a l economy i s p o l i t i c a l economy. Each i s a 

86. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , p.627. 
87. J.R. Commons, "The P r o b l e m o f C o r r e l a t i n g Law, E c o n o m i c s , 

and E t h i c s , " o p . c i t . , p.5; and J.R. Commons, I n s t i t u t i o n a l 
E c onomics, pp.627-648; 738. 

88. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , .pp.. 2.9.7., 627-628. 
See a l s o J.R. Commons, The L e g a l E o u n d a t i o n s o f C a p i t a l i s m , pp.182-
213. 



s p e c i a l case o f s t r a t e g i c and r o u t i n e t r a n s a c t i o n s . 

The p r o b l e m , t h e n , i s t o a c h i e v e such r i g h t p r o p o r t i o n s , 

and i n t h i s e f f o r t t h e l a w , g o v e r n m e n t , c o l l e c t i v e o r g a n i s a t i o n s , 

and a d m i n i s t r a t i v e e c o n o m i s t s a l l had a r o l e t o p l a y . Commons 

d i d n o t f e e l t h a t t h e r i g h t p r o p o r t i o n s w o u l d emerge as l o n g as 

g o v e r n m e n t s and c o u r t s a c t e d on t h e b a s i s o f an i n d i v i d u a l i s t i c 

l a i s s e z - f a i r e p h i l o s o p h y , b u t t h a t t h e y c o u l d emerge f r o m t h e 

c o l l e c t i v e a c t i o n o f v o l u n t a r y o r g a n i s a t i o n s , g o v e r n m e n t , and 

a d m i n i s t r a t i v e a g e n c i e s , t h r o u g h t h e c o n t r o l o f l i m i t i n g f a c t o r s 

and t h e a p p l i c a t i o n o f p r a g m a t i c r e a s o n i n g . 

To examine i n any d e t a i l Commons' v i e w s on t h e way t h e 

economic s y s t e m o p e r a t e s i t i s n e c e s s a r y t o l o o k a t how he a p p l i e d 

h i s f r a m e w o r k t o t h e a n a l y s i s o f p a r t i c u l a r p r o b l e m a r e a s . Un

f o r t u n a t e l y , much o f Commons' work was c o m p l e t e d b e f o r e he f u l l y 

d e v e l o p e d t h e f r a m e w o r k o u t l i n e d above w i t h t h e r e s u l t t h a t t h e 

c o r r e s p o n d e n c e between t h e f r a m e w o r k and t h e i d e a s he d e v e l o p e d 

on p a r t i c u l a r s u b j e c t s i s n o t a l w a y s as c l o s e as c o u l d be 
90 

d e s i r e d . N e v e r t h e l e s s , a t t e n t i o n w i l l be g i v e n t o t h o s e p r o b 

lems w i t h w h i c h Commons was p a r t i c u l a r l y c o n c e r n e d ; c y c l e s and 

unempl o y m e n t , i n t a n g i b l e p r o p e r t y , t r a d e u n i o n s , and t h e f u t u r e 

c o u r s e o f c a p i t a l i s m . 

l\l B u s i n e s s V e r s u s I n d u s t r y . 

The d i s t i n c t i o n between b u s i n e s s and i n d u s t r y i s d e e p l y 

89. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , p.634. 
90. T h i s i s p a r t i c u l a r l y t r u e o f much o f Commons' work on 

Tra d e U n i o n i s m w h i c h was l a r g e l y c o m p l e t e d b e f o r e he t u r n e d h i s 
mind t o d e v e l o p i n g t h e f r a m e w o r k o f a n a l y s i s o u t l i n e d i n h i s l a t e r 
w o r k s . On t h e o t h e r hand, Commons' work on C y c l e s i s w e l l i n 
t e g r a t e d w i t h h i s f r a m e w o r k , and a c o n s i d e r a b l e p o r t i o n o f 
I n s t i t u t i o n a l Economics i s d e v o t e d t o an e x a m i n a t i o n o f c y c l e 
t h e o r i e s . 



woven i n t o Commons' c o n c e p t u a l f r a m e w o r k . I t a p p e a r s as t h e 

d i s t i n c t i o n b etween s c a r c i t y and e f f i c i e n c y , b e t w e e n t a n g i b l e 

and i n t a n g i b l e p r o p e r t y , between b a r g a i n i n g t r a n s a c t i o n s and 

m a n a g e r i a l t r a n s a c t i o n s , b etween exchange v a l u e and use v a l u e , 

and between t h e g o i n g b u s i n e s s and t h e g o i n g p l a n t . 

Commons, as most i n s t i t u t i o n a l i s t s , was d e e p l y c o n c e r n e d 

w i t h t h e p r o b l e m t h a t p r o f i t - m a k i n g may be u n d e r t a k e n i n ways 

t h a t added l i t t l e o r n o t h i n g t o o u t p u t o r e f f i c i e n c y . P r o f i t s 

g a i n e d t h r o u g h t h e r e s t r i c t i o n o f s u p p l y o r by e x e r t i n g down

ward p r e s s u r e on i n p u t p r i c e s Commons c a l l e d " s c a r c i t y p r o f i t s , " 

as opposed t o " e f f i c i e n c y p r o f i t s " g a i n e d by i n c r e a s i n g o u t p u t 

p e r man h o u r . Commons was a l s o k e e n l y aware t h a t b u s i n e s s m e n 

may a t t e m p t t o p r o t e c t t h e i r n a r r o w m a r g i n s f o r p r o f i t by g a i n i n g 
9 1 

e l e m e n t s o f monopoly power t h r o u g h c o m b i n a t i o n s . 

Such a c t i o n s had become p o s s i b l e because o f t h e d e v e l o p m e n t 

o f t h e c o r p o r a t e f a r m o f o r g a n i s a t i o n . A l t h o u g h Commons a l l o w e d 

t h a t t h e c o r p o r a t e f o r m had an e f f i c i e n c y a s p e c t , as i t a l l o w e d 

t h e r e a d i e r a t t r a c t i o n o f c a p i t a l , i t had a s c a r c i t y a s p e c t i n 
92 

t h e e n c o u r a g e m e n t i t gave t o t h e c o n c e n t r a t i o n o f o w n e r s h i p . 

A l s o o f i m p o r t a n c e , i n Commons' v i e w , was t h e r e c o g n i t i o n by t h e 

c o u r t s o f i n t a n g i b l e p r o p e r t y and t h e a b i l i t y t o c a p i t a l i s e 
93 

d i f f e r e n t i a l a d v a n t a g e s . 

The s i m i l a r i t i e s between Commons' i d e a s on t h i s m a t t e r and 

U e b l e n ' s a r e , o f c o u r s e , q u i t e a p p a r e n t , and l i k e l / e b l e n , Commons 

saw t h e move t o c o n c e n t r a t i o n as an a t t e m p t by c o r p o r a t i o n s t o 
9 1 . J.R. Commons, I n s t i t u t i o n a l E c onomics, pp.28D, 297, 880-

890 . 
92. I b i d . , pp.342-348, .880-890. 
93. I b i d . , pp.649-653. 
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s t a b i l i s e p r i c e s and a v o i d t h e " d e s t r u c t i v e " e f f e c t s o f com-
94 

p e t i t i o n . 

Commons n o t e d t h a t , i n i t i a l l y , g o v e r n m e n t had moved a g a i n s t 

t h e s e c o m b i n a t i o n s by i n v o k i n g a n t i - t r u s t l a w s and a t t e m p t i n g 
95 

t o r e e s t a b l i s h c o m p e t i t i v e c o n d i t i o n s . A c c o r d i n g t o Commons 

such a c t i o n s were e v e n t u a l l y f o u n d t o be b o t h i n e f f e c t i v e and 

i n c o m p a t i b l e w i t h t h e i d e a l s o f p r o p e r t y and l i b e r t y , w h i c h 
9 6 

i n c l u d e t h e r i g h t t o w i t h h o l d . The c o u r t s , t h e n , came t o 
r e c o g n i s e t h e i d e a o f " r e a s o n a b l e r e s t r a i n t o f t r a d e . " 

Thus, w i t h t h e l e g a l power t o w i t h h o l d c o m m o d i t i e s 
and s e r v i c e s f i n a l l y r e c o g n i s e d i n l a w , r e a s o n a b l e 
r e s t r a i n t o f t r a d e , a c c o r d i n g t o t h e c o u r t ' s i d e a s 
o f r e a s o n a b l e n e s s b u t c o n t r a r y t o t h e a n t i - t r u s t 
l a w s , comes t o have a s t a n d i n g i n l a w ; and i t s 
e q u i v a l e n t b a r g a i n i n g power, o r i n t a n g i b l e p r o p e r t y , 
comes t o have a s t a n d i n g i n e c o n o m i c s . Far r e s t r a i n t 
o f t r a d e i_s b a r g a i n i n g power, and r e a s o n a b l e r e s t r a i n t 
o f t r a d e i s r e a s o n a b l e b a r g a i n i n g p o w e r . ^ 

T h i s h i g h l i g h t s t h e d i f f e r e n c e b etween Commons and l / e b l e n , 

and t h e b a s i s o f Commons' more o p t i m i s t i c v i e w o f t h e f u t u r e . 

Commons c l a i m e d t h a t Weblen's i d e a s o f i n t a n g i b l e p r o p e r t y 

" r e s t e d s o l e l y on t h e new c o n c e p t o f i n t a n g i b l e p r o p e r t y as t h e 

p r e s e n t v a l u e o r t h e f u t u r e b a r g a i n i n g power o f c a p i t a l i s t s , " 

whereas Commons saw h i s own i d e a s as r e s t i n g on t h e i d e a o f t h e 

c o u r t s ' v a l u a t i o n o f i n t a n g i b l e p r o p e r t y w h i c h a l w a y s c o n t a i n e d 
98 

a p u b l i c p u r p o s e . I n t h i s manner Commons a r g u e d t h a t " t h e 

94. I b i d 
95. I b i d 
96. I b i d , 
97. I b i d 
98. I b i d 

p. 779 
pp.343, 779. 
p.344. 
p.344. 
pp.649-656. D a v i d H a m i l t o n a r g u e s t h a t Commons' 

c o n c e r n w i t h t h e d i s t i n c t i o n b etween b u s i n e s s and i n d u s t r y r e p 
r e s e n t s a " c o n v e r g e n c e " o f t h e i d e a s o f t h e two men. W h i l e i t 
u n d o u b t e d l y d e m o n s t r a t e s t h e i n f l u e n c e l / e b l e n had on Commons t h e r e 
i s l i t t l e e v i d e n c e o f a g r o w i n g s i m i l a r i t y b etween t h e t w o . 
H a m i l t o n f i n d s o n l y " g l i m m e r i n g s " o f t h e i n d u s t r y / b u s i n e s s d i s 
t i n c t i o n i n Commons' work and seems t o t h i n k i t i s l a r g e l y c o n f i n e d 
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V e b l e n c o n c l u s i o n r e a c h e s a t h e o r y o f e x p l o i t a t i o n " w h i l e " t h e 
99 

c o u r t r e a c h e s a t h e o r y o f r e a s o n a b l e v a l u e . " l / e b l e n 

e l i m i n a t e s p u r p o s e b u t t h e c o u r t f o l l o w s a p r a g m a t i c p h i l o s o p h y 

t h a t s eeks t o r e c o n c i l e e f f i c i e n c y and s c a r c i t y a s p e c t s i n t h e 

c o n c e p t o f r e a s o n a b l e n e s s . ''^ 
The h i s t o r i c a l e x p l a n a t i o n o f l / e b l e n ' s c y n i c a l 
a n t i t h e s i s o f b u s i n e s s and i n d u s l r y i s i n t h e 
f a i l u r e t o t r a c e o u t t h e e v o l u t i o n o f b u s i n e s s 
c u s t o m s u n d e r t h e d e c i s i o n s o f t h e c o u r t s , as he 
had t r a c e d o u t t h e t e c h n o l o g i c a l c u s t o m s . Such 
an i n v e s t i g a t i o n r e v e a l s t h e e v o l u t i o n o f h i s 
" i n t a n g i b l e p r o p e r t y " w h i c h has c o n s i s t e d i n ma k i n g 
t h e d i s t i n c t i o n , n o t a l l o w e d by \/eblen, b e t w e e n 
g o o d - w i l l and p r i v i l e g e , g o o d - w i l l b e i n g t h e 
r e a s o n a b l e e x e r c i s e o f t h e power t o w i t h h o l d , and 
p r i v i l e g e b e i n g t h e u n r e a s o n a b l e e x e r c i s e o f t h a t 
power. I t i s o n l y i n t h e a n a l y s i s o f a b a r g a i n i n g 
t r a n s a c t i o n t h a t t h e economic f o u n d a t i o n f o r t h i s 
e v o l u t i o n can be f o u n d . P s y c h o l o g i c a l l y i t i s t h e 
d i s t i n c t i o n between p e r s u a s i o n and c o e r c i o n ; l e g a l l y 
i t i s t h e d i s t i n c t i o n o f r i g h t s , d u t i e s , and 
e x p o s u r e s ; e c o n o m i c a l l y i t i s t h e t h r e e d i f f e r e n c e s 
b e t w e e n f r e e c o m p e t i t i o n and f a i r c o m p e t i t i o n , 
b e t w e e n e q u a l o p p o r t u n i t y and d i s c r i m i n a t i o n , between 
r e a s o n a b l e and u n r e a s o n a b l e p r i c e , a l l o f w h i c h 
a r e i n c l u d e d i n t h e e v o l u t i o n o f t h e meaning o f due 
p r o c e s s o f l a w . , n 1 

t o h i s l a s t book, The Economics o f C o l l e c t i v e A c t i o n . I n f a c t 
t h e d i s t i n c t i o n i s c l e a r l y e v i d e n t i n Commons' o t h e r m a j o r w o r k s , 
The L e g a l F o u n d a t i o n s o f C a p i t a l i s m and I n s t i t u t i o n a l E c o n o m i c s , 
and t h e r e i s l i t t l e e v i d e n c e t h a t Commons came any c l o s e r t o t h e 
V e b l e n i a n p o s i t i o n i n h i s l a t e r works t h a n he was i n 1924 when The 
L e g a l F o u n d a t i o n s o f C a p i t a l i s m f i r s t a p p e a r e d . See D. H a m i l t o n , 
" l / e b l e n and Commons: A Case o f T h e o r e t i c a l C o n v e r g e n c e , " S o u t h 
W e s t e r n S o c i a l S c i e n c e Q u a r t e r l y 34 ( 1 9 5 3 ) : 47-50; A.B. W o l f e , 
" I n s t i t u t i o n a l R e a s o n a b l e n e s s and l / a l u e , " The P h i l o s o p h i c a l Review 
45 ( 1 9 3 6 ) : 192-206; E.K. Z i n g l e r , " l / e b l e n v s . Commons: A Compar- - . 
a t i v e E v a l u a t i o n , " K y k l o s 27 ( 1 9 7 4 ) : 3 2 2 - 3 4 1 ; L. S p i l m a n , "A Com
p a r i s o n o f l / e b l e n ' s and Commons' I n s t i t u t i o n a l i s m , " (Ph.D. 
D i s s e r t a t i o n , U n i v e r s i t y o f W i s c o n s i n , M a d i s o n , 1 9 4 0 ) . 

99. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , p.653. 
100. Commons does a r g u e , however, t h a t l / e b l e n was f o r c e d t o 

a d m i t an e l e m e n t o f p u r p o s e i n h i s i n s t i n c t o f w o r k m a n s h i p . I b i d . , 
P•661 . 

1 0 1 . I b i d . , p.673. I n f a c t Commons' i n t e r p r e t a t i o n o f t h e 
h i s t o r y o f l e g a l d e c i s i o n s has i t s e l f been s u b j e c t t o some 
c r i t i c i s m by A.L. H a r r i s , E conomics and S o c i a l Reform ( W e s t p o r t , 
1 9 5 8 ) , p p . 2 1 9 - 2 5 1 . 
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Commons s p e n t much e f f o r t on e x a m i n i n g t h e key c o u r t 

c a s e s i n v o l v e d i n t h e " e v o l u t i o n o f t h e meaning o f due p r o c e s s 

o f l a w , " and a t t e m p t i n g t o d e f i n e t h e d i f f e r e n c e b etween good-
102 

w i l l and p r i v i l e g e . P r i v i l e g e and g o o d w i l l a r e e x p l a i n e d 

as f o l l o w s : 
G o o d w i l l , i n d e e d , i s l i k e p r i v i l e g e i n t h a t i t i s 
a d i f f e r e n t i a l a d v a n t a g e o v e r c o m p e t i t o r s and 
y i e l d s t h e r e f o r e a l a r g e r p r o f i t on t h e a c t u a l 
i n v e s t m e n t . I t d i f f e r s , however, i n t h a t i t i s a 
f r a g i l e a d v a n t a g e and must be m a i n t a i n e d by con
s t a n t a t t e n t i o n t o s e r v i c e . ^ ^ 

Put a n o t h e r way, g o o d w i l l i s c o n s i s t e n t w i t h t h e i d e a o f " w i l l i n g 

p a t r o n a g e " and f r e e d o m o f c h o i c e between p r o d u c e r s , w h i l e 

p r i v i l e g e i s not.'""'^ I n d e a l i n g w i t h p u b l i c u t i l i t y r e g u l a t i o n 

" t h e p r a c t i c a l q u e s t i o n " i s w h e t h e r o r n o t t h e e l e m e n t o f good

w i l l "be r e c o g n i s e d i n t h e f o r m o f c a p i t a l i z a t i o n o r i n t h e f o r m 
105 

o f a r a t e o f p r o f i t . " Commons d e c i d e d i n f a v o u r o f r e c o g 

n i s i n g t h e e l e m e n t o f g o o d w i l l o n l y i n t h e r a t e o f p r o f i t a s : 
V a l u a t i o n o f t h e p r o p e r t y s e t s up a p e r m a n e n t 
c l a i m a g a i n s t consumers r e g a r d l e s s o f t h e s e r v i c e 
t h a t may be r e n d e r e d t h e r e a f t e r . But a f l u c t u a t i n g 
r a t e o f p r o f i t s e t s up no per m a n e n t c l a i m a g a i n s t 
them as i t f l u c t u a t e s b o t h w i t h g e n e r a l b u s i n e s s 
c o n d i t i o n s and w i t h t h e r i s e and f a l l o f g o o d w i l l . . . 
G o o d w i l l c a n n o t p r o p e r l y be c a p i t a l i z e d f o r r a t e 
r e g u l a t i o n . I t i s an a s s e t d e p e n d i n g on e x p e c t e d 
s e r v i c e . ^ 

T h i s " p r o c e d u r e o f v a l u a t i o n " i s g u i d e d by " t h a t e t h i c a l p r i n c i p l e 
107 

w h i c h l o o k s t o t h e r e l a t i o n b etween s e r v i c e and c o m p e n s a t i o n . " 

I n t h e s e t t i n g o f " r e a s o n a b l e " p r i c e s t h e r e i s a p u r p o s e ; t h a t 

102. See f o r i n s t a n c e , 
o f C a p i t a l i sm, pp. 143-388. 

103 . I b i d . , p.213. 
104. I b i d . , pp.212-213 . 
1 05 . I b i d . , p.213. 
1 06. I b i d . , p.213. 
107. I b i d . , p.211 . 
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o f " s e t t i n g f o r t h an e t h i c a l r e l a t i o n between b u y e r and s e l l e r " 

and r e s t o r i n g t h a t r e l a t i o n s h i p " t o what i t w o u l d have been 
108 

had consumers been f r e e t o choose between p r o d u c e r s . 
For p r i c e i s t h e n a measure o f j u s t i c e and i n j u s t i c e , 
as w e l l as an e f f e c t o f demand and s u p p l y , and when 
p r i c e comes t o be l a r g e l y c o n t r o l l e d by g o v e r n m e n t s 
and by a s s o c i a t i o n s o f c a p i t a l o r l a b o r i t becomes 
i n c r e a s i n g l y a measure o f j u s t i c e and i n j u s t i c e as 
w e l l as an e f f e c t o f demand and s u p p l y . 

\l The La b o u r Movement. 

A s i m i l a r s e t o f i d e a s c o n c e r n i n g t h e g r o w t h o f b a r g a i n i n g 

power and t h e r o l e o f t h e l e g a l s t a n d a r d s o f r e a s o n a b l e n e s s 

u n d e r l i n e Commons' t r e a t m e n t o f t h e l a b o u r movement. Commons 

saw t h e d e v e l o p m e n t o f l a b o u r u n i o n s as a r e s p o n s e t o t h e ex

t e n s i o n o f m a r k e t s and t h e r e s u l t i n g i n c r e a s e s i n c o m p e t i t i v e 

p r e s s u r e on wages. H a r t e r has summarised Commons' v i e w s as 

f o l l o w s : 

The e a r l y u n i o n s a r o s e when some new d e v e l o p m e n t 
t h r e a t e n e d t h e s e c u r i t y o f t h e w o r k e r s . When 
e x t e n d i n g m a r k e t s b r o u g h t w o r k e r s new s o u r c e s o f 
c o m p e t i t i o n , t h e y u n i t e d t o p r o t e c t t h e m s e l v e s . 
T h e r e was n o t h i n g s i n i s t e r o r s u b v e r s i v e a b o u t such 
a c t i o n . I t was m e r e l y what m i g h t be e x p e c t e d o f 
any g r o u p o f p e o p l e f a c i n g t h e same p r o b l e m s . ^ ^ ^ 

U n i o n s , t h e n , were a r e a c t i o n t o c o m p e t i t i v e p r e s s u r e and 

t h e r e s u l t i n g i n s e c u r i t y o f employment; a c o u n t e r v a i l i n g f o r c e 
111 

d e s i g n e d t o p r o t e c t t h e i n t e r e s t s o f t h e i r members, an i d e a 

108. I b i d . , pp.211-212. 
109. I b i d . , pp.211-212. 
110. L.G. H a r t e r , John R. Commons: H i s A s s a u l t on L a i s s e z 

F a i r e , p.177. See a l s o M. P e r l m a n , L a b o r U n i o n T h e o r i e s i n 
A m e r i c a , p p . 1 7 8 - 1 9 0 ; 3.R. Commons, " A m e r i c a n Shoemakers: 1648-1895, 
i n L a b o r and A d m i n i s t r a t i o n (New Y o r k , 196.4),. p p v 2 1 9 - 2 6 4 ; O.R. Com
mons and A s s o c i a t e s , H i s t o r y o f L a b o r i n t h e U n i t e d , S t a t e s (New 
York, 1 9 1 8 ) ; J.R. Commons and A s s o c i a t e s , D o c u m e n t a r y H i s t o r y o f 
A m e r i c a n I n d u s t r i a l S o c i e t y ( C l e v e l a n d , 1 9 1 0 - 1 9 1 1 ) . 

1 1 1 . J. B a r b a s h , "John R. Commons and t h e A m e r i c a n i z a t i o n o f 
t h e L a b o r P r o b l e m , " J o u r n a l o f Economic I s s u e s 1 ( 1 9 6 7 ) : 161-167. 
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t h a t has c l o s e s i m i l a r i t i e s t o t h e c o n c e p t o f " c o u n t e r o r g a n -

i s a t i o n " d e v e l o p e d d u r i n g t h e New D e a l , and J.K. G a l b r a i t h ' s 

i d e a o f " c o u n t e r v a i l i n g power" w h i c h a p p e a r s i n A m e r i c a n C a p i t -
112 

a l i s m , a l t h o u g h n o t i n h i s more r e c e n t work. 

T h i s v i e w o f t h e d e v e l o p m e n t o f u n i o n i s m i s , as Mark 

Per l m a n has p o i n t e d o u t , a " r e j e c t i o n o f i n d u s t r i a l c l a s s c o n-
113 

s c i o u s n e s s as a m o t i v a t i n g f o r c e i n A m e r i c a n h i s t o r y . " 

Commons' i n v e s t i g a t i o n s showed t h a t u n i o n i s m " p r e c e d e d i n d u s 

t r i a l i s m , " and had t h e p u r p o s e o f p r o t e c t i n g g r o u p s o f w o r k e r s 
11 4 

f r o m " t h e c o m p e t i t i o n o f c h e a p e r l a b o r . " Commons d i v i d e d 

t h e "menace o f c o m p e t i t i o n " t h a t f a c e d w o r k e r s i n t o an " i n t e r n a l " 

and an " e x t e r n a l " menace. The i n t e r n a l menace was c o m p e t i t i o n 

f r o m " w i t h i n t h e a r e a o f t h e e x i s t i n g m a r k e t " w h i l e t h e e x t e r n a l 

menace came f r o m i m p o r t s . I n r e s p o n s e t o t h e s e menaces l a b o u r 

s u p p o r t e d t a r i f f s f o r p r o t e c t i o n f r o m t h e e x t e r n a l menace, and 

formed u n i o n s i n an a t t e m p t t o c o u n t e r a c t t h e i n t e r n a l menace. 

U n i o n s , t h e n , s i m p l y r e p r e s e n t "an i n t e r e s t g r o u p t h a t was 

f o r m e d t o p r o t e c t and b e t t e r w o r k i n g c o n d i t i o n s f o r i t s member-
• • ,,115 s h i p . " 

T h i s l a c k o f c l a s s c o n s c i o u s n e s s w i t h i n t h e A m e r i c a n l a b o u r 

movement Commons a s c r i b e d t o c e r t a i n p a r t i c u l a r A m e r i c a n c on-

112. See E.H. Hawley, The New D e a l and t h e P r o b l e m o f Monopoly 
( P r i n c e t o n , 1 9 6 6 ) , pp.187-204, 453-484; 3.K. G a l b r a i t h , A m e r i c a n 
C a p i t a l i s m ( C a m b r i d g e , 1 9 5 2 ) , pp.115-139. 

113. M... P e r l m a n , op . c i t . , p p . 1 7 8 - 1 8 1 . 
114. I b i d . , p.180. Commons' own v i e w s on t h e o r i e s w h i c h 

e m p h a s i s e d c l a s s c o n s c i o u s n e s s can be f o u n d i n 3.R. Commons, " K a r l 
Marx and Samuel Gompers," P o l i t i c a l S c i e n c e q u a r t e r l y 41 ( 1 9 2 6 ) : 
281-286; 3.R. Commons, "The P a s s i n g o f Samuel Gompers," C u r r e n t 
H i s t o r y 21 ( 1 9 2 5 ) : 670-676; J.R. Commons, " I s C l a s s C o n f l i c t i n 
A m e r i c a G r o w i n g and i s i t I n e v i t a b l e ? , " A m e r i c a n J o u r n a l o f 
S o c i o l o g y 13 ( 1 9 0 8 ) : 756-766. T h i s l a s t a r t i c l e r e p r e s e n t s an 
e a r l i e r s t a g e i n Commons' t h o u g h t . 

115. J.R. Commons, " A m e r i c a n Shoemakers," op . c i t . , p p .261-262. 
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d i t i o n s . I n t h e e a r l y y e a r s t h e e x i s t e n c e o f a b u n d a n t l a n d 

and t h e f a c t t h a t many A m e r i c a n w o r k e r s were p o t e n t i a l s e t t l e r s 

and s m a l l f a r m e r s l e d t o t h e w o r k e r s and f a r m e r s j o i n i n g t o g e t h e r 

i n o p p o s i t i o n t o monopoly and t o t h e " n o n - p r o d u c e r . " The 
116 

" s o c i a l d i v i d i n g l i n e " was n o t between w o r k e r and owner. 

Commons a l s o m e n t i o n e d f a c t o r s such as t h e l a c k o f f e d u a l t r a d 

i t i o n s , t h e r e l a t i v e ease w i t h w h i c h w o r k e r s c o u l d b e t t e r them

s e l v e s w i t h i n t h e s y s t e m , and t h e f a c t t h a t t h e w o r k e r had 

r e c e i v e d t h e r i g h t t o v o t e a t an e a r l y d a t e , w h i c h a l l h e l p e d 
t o make c l a s s c o n s c i o u s n e s s a r e l a t i v e l y weak f o r c e i n A m e r i c a n 

11 7 
h i s t o r y . A m e r i c a n u n i o n s were "wage c o n s c i o u s " r a t h e r t h a n 
" c l a s s c o n s c i o u s , " f o l l o w i n g a p r a g m a t i c " l o w e r i d e a l i s m " r a t h e r 

118 

t h a n an a b s t r a c t " h i g h e r i d e a l i s m . " 

I n t h i s way Commons a r g u e d t h a t u n i o n s and c o l l e c t i v e 

b a r g a i n i n g s h o u l d be seen as a n e c e s s a r y p a r t o f t h e c o n t e m p o r a r y 

economic s y s t e m , as i t was o n l y t h r o u g h u n i o n s and c o l l e c t i v e 

b a r g a i n i n g t h a t w o r k e r s c o u l d p r o t e c t t h e m s e l v e s f r o m t h e 
119 

g r o w i n g b a r g a i n i n g power o f c o m b i n a t i o n s o f c a p i t a l . 
The need f o r c o l l e c t i v e b a r g a i n i n g a r i s e s f r o m t h e 
s e r i o u s d i s c r e p a n c y i n " w i t h h o l d i n g power" between 
t h e i n d i v i d u a l e m p l o y e r and t h e i n d i v i d u a l wage 
e a r n e r , a d i s c r e p a n c y w h i c h t e n d s t o r e s u l t i n t e r m s 
o f employment h i g h l y o p p r e s s i v e t o t h e w o r k e r and 
i n j u r i o u s t o s o c i e t y i n g e n e r a l . I t i s o b v i o u s 

116. M. P e r l m a n , o p . c i t . , p.179; J.R. Commons, H i s t o r y o f 
Labor i n t h e U n i t e d S t a t e s 1: 4; L.G. H a r t e r , o p . c i t . , p.186. 

117. L.G. H a r t e r , o p . c i t . , pp.186-187; J.R. Commons, H i s t o r y 
o f L a b o r i n t h e U n i t e d S t a t e s , 1 : 5. 

118. J.R. Commons, "An I d e a l i s t i c I n t e r p r e t a t i o n o f H i s t o r y , " 
i n L a b o r and A d m i n i s t r a t i o n , pp.25-50; M. P e r l m a n , op. c i t . , pp.182-
184. 

119. J.R. Commons and J.B. Andrews, P r i n c i p l e s o f L a b o r 
L e g i s l a t i o n (New Yo r k , 1 9 3 6 ) , pp.372-373. T h i s a r g u m e n t was l a t e r 
e x t e n d e d t o f a r m e r s ; see J.R. Commons, " L e g i s l a t i v e and A d m i n i s 
t r a t i v e R e a s o n i n g i n Ec o n o m i c s , " J o u r n a l o f Farm Economics 24 
( 1 9 4 2 ) : 3 6 9 - 3 9 1 . 
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t h a t t h e i n d i v i d u a l l a b o r e r i s a t a g r e a t d i s 
a d v a n t a g e i n b a r g a i n i n g w i t h an e m p l o y e r . . . 11 
i s a case o f t h e n e c e s s i t i e s o f t h e l a b o r e r 
p i t t e d a g a i n s t t h e r e s o u r c e s o f t h e e m p l o y e r . 

I n Commons' v i e w i n d i v i d u a l b a r g a i n i n g b etween e m p l o y e r 
121 

and employee i n "any r e a l s e n s e " c o u l d no l o n g e r e x i s t . What 
was r e q u i r e d was an e q u a l i s a t i o n o f b a r g a i n i n g power. Commons 

a l s o r e c o g n i s e d t h a t t h e w o r k e r ' s " g o o d w i l l " was a v a l u a b l e 
122 

a s s e t , and he o b j e c t e d t o t h e c o n c e p t i o n o f l a b o u r as a com

m o d i t y o r as s i m p l y an a d j u n c t t o a m a c h i n e . Commons c a l l e d h i s 

own v i e w a " p u b l i c u t i l i t y " t h e o r y o f l a b o u r , i n w h i c h t h e 
h e a l t h and w e l f a r e o f each w o r k e r becomes a m a t t e r o f p u b l i c 

1 23 
c o n c e r n . 

G o o d w i l l i s a m a t t e r o f p u b l i c i m p o r t a n c e , f o r 
i t b u i l d s up a harmony o f i n t e r e s t s where b o t h 
p a r t i e s g a i n r e c i p r o c a l a d v a n t a g e . . . C o m p e t i t i o n 
t e n d s t o b r i n g t h e advanced e m p l o y e r s down t o t h e 
l e v e l o f t h e b a c k w a r d . I t r e d u c e s t h e g e n e r a l 
l e v e l . L e g i s l a t i o n f o r c e s t h e w o r s t t o come up 
t o w a r d t h e l e v e l o f t h e more advanced and e l i m i n a t e s 
t h e b a c k w a r d . I t r a i s e s t h e g e n e r a l l e v e l . ^ 4 

T h i s o b v i o u s l y g i v e s l a b o u r l e g i s l a t i o n a r o l e i n p r o m o t i n g 

a h i g h e r p l a n e o f c o m p e t i t i o n , b u t t h e i d e a o f g o o d w i l l i s a l s o 

r e l a t e d t o b a r g a i n i n g power. Commons a r g u e d t h a t i n e q u a l i t i e s 

o f b a r g a i n i n g power had a d v e r s e e f f e c t s on g o o d w i l l and was "a 
125 

p u b l i c d i s a d v a n t a g e . " C o l l e c t i v e b a r g a i n i n g was t h e r e f o r e 
126 

"good p u b l i c p o l i c y - - s o m e t h i n g t o be e n c o u r a g e d . " 

120. J.R. Commons and J.B. Andrews, o p . c i t . , p.373 . 121 . I b i d ., p.374. 
1 22. J.R. Commons, I n d u s t r i a l G o o d w i l l ((Mew Yo r k , 1 9 1 9 ) , 

1 23 . I b i d ., pp.28- 36. 
124. I b i d ., pp.28- 29. 
125. I b i d ., p.34. 
1 26 . J.R. Commons and J.B. Andrews, P r i n c i p l e s o f La b o r 

L e g i s l a t i o n , p.375, 428-429. T h i s i s i n c o n t r a s t t o V e b l e n ' s 
v i e w o f " b u s i n e s s u n i o n i s m " and i s a l s o much more o p t i m i s t i c t h a n 



W h i l e Commons gave t h e s t a t e t h e r o l e o f r a i s i n g t h e p l a n e 

o f c o m p e t i t i o n t h r o u g h l e g i s l a t i o n c o n c e r n i n g h e a l t h , h o u r s o f 

l a b o u r , a c c i d e n t c o m p e n s a t i o n and t h e l i k e , and o f p r o v i d i n g 

a b a s i c f r a m e w o r k o f t h e r i g h t s and d u t i e s o f p a r t i e s i n v o l v e d 

i n c o l l e c t i v e b a r g a i n i n g , he f e l t t h a t t h e s t a t e s h o u l d i n t e r 

f e r e as l i t t l e as p o s s i b l e i n t h e p r o c e s s o f b a r g a i n i n g and 

127 

n e g o t i a t i o n . 

C o l l e c t i v e b a r g a i n i n g was, f o r Commons, a k i n d o f " c o l l e c t i v e 

democracy" w h i c h f o r m e d a " c o n s t i t u t i o n a l g o v e r n m e n t " o f i n d u s t r y , 

an " o c c u p a t i o n a l p a r l i a m e n t " w h i c h was more r e p r e s e n t a t i v e t h a n 
128 

g o v e r n m e n t s based on t e r r i t o r i a l d i v i s i o n s . Commons a l l o w e d 

t h a t t h e r e was a need f o r c o m m i s s i o n s t o engage i n m e d i a t i o n , 

a r b i t r a t i o n , and t o a d m i n i s t e r t h e l a w , b u t Commons f e l t t h e s e 

c o m m i s s i o n s s h o u l d be made up o f r e p r e s e n t a t i v e s f r o m t h e p a r t i e s 

i n v o l v e d and a s t a f f o f c o m p e t e n t e x p e r t s i n f i e l d s such as 

eco n o m i c s and l a w . The c o m m i s s i o n s w o u l d a c t as a q u a s i - j u d i c i a l 

body and engage i n " r e a s o n a b l e r e g u l a t i o n t h r o u g h c o n s t r u c t i v e 
u ,,129 r e s e a r c h . " 

H o x i e ' s a n a l y s i s o f b u s i n e s s u n i o n i s m s u g g e s t e d . D e s p i t e an 
a p p r o v i n g r e v i e w o f H o x i e ' s work, Commons d i d n o t f o l l o w H o x i e ' s 
l e a d i n a n a l y s i n g t h e " p s y c h o l o g i c a l d i f f e r e n c e s " between d i f f e r e n t 
t y p e s o f u n i o n s . See 3.R. Commons, " H o x i e ' s T r a d e U n i o n i s m i n 
t h e U n i t e d S t a t e s , " Q u a r t e r l y J o u r n a l o f Economics 32 ( 1 9 1 7 / 1 8 ) : 
396-399. 

127. J.R. Commons and J.B. Andrews, P r i n c i p l e s o f L a b o r 
L e g i s l a t i o n , pp.502-534. 

128. D.R. Commons, "A New Way o f S e t t l i n g L a b o r D i s p u t e s , " 
Review o f Reviews 23 ( 1 9 0 1 ) : 328-333. 

129. I b i d . , pp.331-332; O.R. Commons, " I n v e s t i g a t i o n and 
A d m i n i s t r a t i o n , " i n Labo r and A d m i n i s t r a t i o n , pp.395-424; 3.R. 
Commons, " C o n s t r u c t i v e R e s e a r c h , " i n L a b o r and A d m i n i s t r a t i o n , 
pp.7-13; J.R. Commons, The Economics o f C o l l e c t i v e A c t i o n , p p . 2 6 1 -
284; A. Gruch y , Modern Economic T.ho.ug.h.t, pp.176-177; 3. D o r f m a n , 
The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 4: 380. 
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Commons wanted t h e c o m m i s s i o n s t o have as wide an a r e a 

o f d i s c r e t i o n as p a s s i b l e i n w o r k i n g o u t t h e a d m i n i s t r a t i v e 

d e t a i l s o f t h e l a b o u r l a w s , and a r g u e d t h a t t h e t e c h n i q u e t o 

be used s h o u l d be t h a t o f f i n d i n g ways t o b e n e f i t b o t h s i d e s , 

i n s t e a d o f a t t e m p t i n g t o c o e r c e one s i d e o r t h e o t h e r . T h i s 

a t t i t u d e shows up c l e a r l y i n Commons' w r i t i n g s on workmen's 
. , , . 130 a c c i d e n t i n s u r a n c e . 

Commons a r g u e d t h a t even i f t h e l e v e l o f c o s t a s s o c i a t e d 

w i t h a c c i d e n t i n s u r a n c e was s m a l l , because i t f e l l on t h e 

n a r r o w m a r g i n f o r p r o f i t , i t was o f s t r a t e g i c i m p o r t a n c e and 

would be t a k e n s e r i o u s l y by e m p l o y e r s and p r o v i d e an i n c e n t i v e 

t o i n c r e a s e t h e s a f e t y o f t h e w o r k p l a c e . He a l s o a r g u e d t h a t 

s a f e t y e x p e r t s c o u l d a d v i s e e m p l o y e r s on how t o i m p r o v e c o n -
131 

d i t i o n s and hence r e d u c e t h e c o s t . 
T h i s l i n e o f r e a s o n i n g c o n c e r n i n g l a b o u r l e g i s l a t i o n has 

r e s u l t e d i n one a u t h o r c h a r a c t e r i s i n g Commons as a " c o n s e r v a t i v e 
132 

r e f o r m e r . " On t h e o t h e r hand, Commons' g r e a t commitment t o 
s o c i a l r e f o r m has l e d t o o t h e r s s e e i n g him as a m a j o r f i g u r e i n 

133 

t h e movement t o w a r d s a w e l f a r e s t a t e . What i s beyond d o u b t 

i s t h a t Commons combined h i s r e f o r m i s m w i t h a d i s t a s t e f o r com

p u l s i o n and a d e s i r e t o a v o i d any movement t o w a r d s a communist 

130. J.R. Commons, The Economics o f C o l l e c t i v e A c t i o n , 
pp.277-284; J.R. Commons, "The I n d u s t r i a l Commission o f W i s c o n s i n , " 
i n L a b o r and A d m i n i s t r a t i o n , pp.382-394. 

1 3 1 . J.R. Commons, I n s t i t u t i o n a l E c onomics, pp.840-875; J.R. 
Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.279-283. For 
f u r t h e r i n f o r m a t i o n on t h e " m a r g i n o f p r o f i t " see b e l o w s e c t i o n V I . 

132. W.F. Kennedy, "John R. Commons, C o n s e r v a t i v e R e f o r m e r , " 
W e s t e r n Economic J o u r n a l 1 ( 1 9 6 2 ) : 29-42. 

133. L.G. H a r t e r , "J.R. Commons: C o n s e r v a t i v e o r L i b e r a l , " 
W e stern Economic J o u r n a l 1 ( 1 9 6 2 ) : 226-232. 
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o r f a s c i s t s t a t e . H i s aim was a l w a y s t o p r o v i d e a f r a m e w o r k 

w i t h i n w h i c h c o n f l i c t c o u l d be r e s o l v e d w h i l e r e t a i n i n g t h e 

dynamism o f c a p i t a l i s t e n t e r p r i s e . ''^ 

171 C y c l e s and Unemployment. 

A l t h o u g h Commons i s b e s t known f o r h i s work on t r a d e 

u n i o n i s m he d i s p l a y e d a c l o s e i n t e r e s t i n t h e p r o b l e m o f b u s i n e s s 

c y c l e s and d e v o t e d a l a r g e amount o f e f f o r t t o a n a l y s i n g t h e 

p r o b l e m . Commons d i s a g r e e d w i t h b o t h t h e more s i m p l e m o n e t a r y 

e x p l a n a t i o n s o f t h e c y c l e , and w i t h t h e o v e r p r o d u c t i o n / u n d e r 

c o n s u m p t i o n t h e o r i e s as d e v e l o p e d by Hobson, F o s t e r and C a t c h i n g s 

and o t h e r s . He a l s o s u b j e c t e d t h e V e b l e n i a n t r e a t m e n t o f c y c l e s 

t o c r i t i c i s m . 

Commons a t t a c k e d t h e u s u a l i n t e r p r e t a t i o n o f t h e q u a n t i t y 
13 5 

t h e o r y o f money, a r g u i n g t h a t PT p r e c e d e d Ml/. Commons 

r e a c h e s t h i s c o n c l u s i o n by a r g u i n g t h a t banks c r e a t e money t h r o u g h 

t h e m a k i n g o f l o a n s . 
I n s t e a d o f a q u a n t i t y o f money we have a v a r i a b l e 
" t u r n o v e r " o f bank d e b t s , t h e t o t a l v a l u e o f w h i c h 
i s n e g o t i a t e d , c r e a t e d , c a n c e l l e d , and renewed 
e v e r y 30 days o r so, v a r y i n g i n m a g n i t u d e , however, 
w i t h t h e e x p e c t e d p r i c e s and q u a n t i t i e s o f c o m m o d i t i e s , 
s e r v i c e s and o f d e b t s whose v a l u a t i o n s l a r g e l y 
d e t e r m i n e t h e m a g n i t u d e o f f u r t h e r d e b t s c r e a t e d by 
f u r t h e r t r a n s a c t i o n s o f o w n e r s h i p . . . e a c h b a n k e r ' s 
v a l u a t i o n c r e a t e s i t s own money f o r t h e t r a n s f e r o f 
o w n e r s h i p . . . A l l a r e f u t u r e and t h e e q u a t i o n o f 
exchange i s a l w a y s an exchange o f o w n e r s h i p s w h i c h 
l o o k t o t h e f u t u r e . . . Hence we s h o u l d a l w a y s e x p e c t 
PT t o p r e c e d e Ml/. . -, , 

134. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.896-897. 
135. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.510-513; 

Commons h e r e i s e x p a n d i n g on a v i e w c o n t a i n e d i n M.A. C o p e l a n d ' s 
a r t i c l e , "Money, T r a d e , and P r i e e s - - A T e s t o f C a u s a l P r i m a c y , " 
Q u a r t e r l y J o u r n a l o f Economics 43 ( 1929.) :. .648-666. 

136. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.512-513. 
Commons saw t h i s as a l t e r i n g t h e i d e a o f money f r o m a " s t a t i c i d e a 
o f q u a n t i t y t o t h e dynamic i d e a o f p r o c e s s . The p r o c e s s i s t h e 



Thus, i n Commons' v i e w , i t i s t h e e x p e c t e d p r i c e and q u a n t i t y 

o f f u t u r e t r a n s a c t i o n s t h a t d e t e r m i n e s t h e s i z e o f t h e money 

s u p p l y . T h i s s t r e s s on t h e r o l e o f e x p e c t a t i o n s i s c r i t i c a l 

t o an u n d e r s t a n d i n g o f Commons' v i e w s , and h i s c r i t i c i s m s o f 

o v e r p r o d u c t i o n o r u n d e r c o n s u m p t i o n t h e o r i e s o f d e p r e s s i o n s . 

Commons i d e n t i f i e s s e v e r a l d i f f e r e n t k i n d s o f u n d e r c o n -

s u m p t i o n i s t o r " p r o f i t s h a r e " t h e o r i e s o f d e p r e s s i o n , b u t Com

mons' a r g u m e n t a g a i n s t a l l o f them i s e s s e n t i a l l y t h e same; 

t h a t i t i s n o t t h e s h a r e o f n a t i o n a l income g o i n g t o p r o f i t s 

t h a t i s i m p o r t a n t , as p r o f i t s , w h e t h e r d i s t r i b u t e d o r n o t , w i l l 
137 

f i n d t h e i r way back i n t o t h e s p e n d i n g s t r e a m . P r o f i t s , even 
when u n d i s t r i b u t e d , 

. . . a r e e i t h e r used by t h e c o r p o r a t i o n i n t h e 
p u r c h a s e o f c o m m o d i t i e s and l a b o r f o r e x p a n s i o n 
o f p l a n t o r r e s t o r a t i o n o f d e p r e c i a t i o n , o r a r e 
l e f t on d e p o s i t a t t h e banks t o be l o a n e d t o 
o t h e r c o r p o r a t i o n s f o r t h e p u r c h a s e o f c o m m o d i t i e s 
and l a b o r , o r a r e i n v e s t e d t e m p o r a r i l y i n t h e 
s e c u r i t i e s o f o t h e r c o r p o r a t i o n s w h i c h a r e p u r 
c h a s i n g c o m m o d i t i e s and l a b o r . 

I n c o n t r a s t Commons d e v e l o p e d what he c a l l e d t h e " f o r e c a s t 

t h e o r y o f money. 

Each l o a n o r d i s c o u n t t r a n s a c t i o n c r e a t e s and 
e x t i n g u i s h e s i t s own money i n e x p e c t a t i o n o f t h e 
i n c r e a s e i n v a l u e s w h i c h w i l l be added by p r o d 
u c t i o n and s a l e . The b a n k i n g i n d u s t r y ... e n a b l e s 
each p r o d u c e r , i n a d d i t i o n t o f u n d s a d v a n c e d by 
h i m s e l f w i t h o u t b o r r o w i n g , t o o b t a i n i n advance 
t h e p u r c h a s i n g power needed, a t t h e i r p r e s e n t 
v a l u e i n a n t i c i p a t i o n o f t h e i r f u t u r e v a l u e . The 
consumer's money does n o t c i r c u l a t e — i t i s 
a n t i c i p a t e d , d i s c o u n t e d , and e x t i n g u i s h e d i n each 

b i l l i o n s o f b a r g a i n i n g t r a n s a c t i o n s w i t h t h e b a n k e r s as p a r t i c i 
a n t s . " See a l s o 3.R. Commons, H.L. McCracken, and W.E. Zeuch, 
" S e c u l a r T r e n d s and B u s i n e s s C y c l e s , " The Review o f Economic 
S t a t i s t i c s 4 ( 1 9 2 2 ) : 244-263. 

137. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.526-553. 
138. I b i d . , p.537. 



t r a n s a c t i o n . . . C o n s e q u e n t l y t h e r e i s no l a c k o f 
p u r c h a s i n g poujer t o p u r c h a s e back a l l o f t h e 
p r o d u c t s t h a t a r e p r o d u c e d . . . A l l o f t h e s e 
a r g u m e n t s based on t o o l a r g e a s h a r e o f t h e 
n a t i o n a l income g o i n g t o p r o f i t as t h e cause o f 
a c c u m u l a t i o n s o f u n s a l a b l e goods f o l l o u j e d by 
unemployment a r e f a l l a c i o u s . We must l o o k e l s e -
inhere f o r t h e causes o f o v e r p r o d u c t i o n and un
employment, w h i c h me s h a l l f i n d , n o t i n t h e 
s h a r e o f p r o f i t , b u t i n t h e m a r g i n f o r p r o f i t 
and i n t h e m i s c a l c u l a t i o n s o f t h e f o r e c a s t s y s t e m 
o f money, 

Commons d e f i n e s t h e m a r g i n f o r p r o f i t as " p u r e p r o f i t , " 

t h a t i s t h e d i f f e r e n c e between t o t a l r e c e i p t s and t o t a l c o s t s 

d e f i n e d t o i n c l u d e i n t e r e s t p a y m e n t s , t a x e s , and d e p r e c i a t i o n . 

T h i s m a r g i n Commons f i n d s t o be v e r y n a r r o w and s i g n i f i c a n t l y 

a f f e c t e d by even s m a l l changes i n s e l l i n g p r i c e s o r i n t a x r a t e s 

i n t e r e s t r a t e s o r any o t h e r l i a b i l i t y . ^ ^ 

What d e t e r m i n e d w h e t h e r a f i r m w o u l d expand o r c o n t r a c t 

was t h e " s p e c u l a t i v e m a r g i n f o r p r o f i t " o r t h e m a r g i n s t h a t t h e 

bu s i n e s s m a n e x p e c t e d w o u l d p r e v a i l i n t h e f u t u r e . ^ ' ' 

The m a r g i n f o r p r o f i t i s a l s o a f f e c t e d by w h e t h e r t h e gen-
1 42 

e r a l p r i c e l e v e l i s r i s i n g o r f a l l i n g . I f a l l p r i c e s a r e 
r i s i n g t h e n t h e " m a r g i n f o r p r o f i t i s i n c r e a s i n g 20, 25 o r more 

1 43 

t i m e s as much as t h e r i s e i n p r i c e s . " Thus, i f b u s i n e s s m e n 

e x p e c t p r i c e s t o r i s e t h e y w i l l a t t e m p t t o expand and compete 

t o "buy f i r s t on a r i s i n g m a r k e t . . . i n o r d e r t o e x c l u d e o t h e r s 
1 44 

f r o m b u y i n g what i s e x p e c t e d t o r i s e i n p r i c e . " I n o r d e r t o 

do t h i s t h e b u s i n e s s m a n b o r r o w s f r o m t h e banks and t h e t r a n s -
139 . I b i d . , PP . 549-550 . 
140. I b i d . , PP .560- 562. 
1 41 . I b i d . , P • 581 . 
1 42. I b i d . , PP .576- 582. 
143. I b i d . , P • 581 . 
1 44. I b i d . , P • 557. 
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a c t i o n c r e a t e s i t s own money. The i n s t i t u t i o n o f c r e d i t 

" e n a b l e s t h e b u s i n e s s m a n t o buy more when p r i c e s a r e r i s i n g " 

and "compels t h e b u s i n e s s m a n t o buy l e s s when p r i c e s a r e f a l -

l i n g . " 1 4 5 

C y c l e s , t h e r e f o r e , a r e a m a t t e r o f t h e e x p e c t a t i o n s o f 

b u s i n e s s m e n , based on t h e s p e c u l a t i v e m a r g i n s f o r p r o f i t , 

c o mbined w i t h t h e p r o - c y c l i c a l n a t u r e o f t h e b a n k i n g s y s t e m . 

For Commons, c y c l e s a r e a r e s u l t o f t h e p e c u n i a r y o r g a n i s a t i o n 

o f s o c i e t y . A c y c l e s t a r t s w i t h any f a c t o r t h a t c auses a 

change i n t h e g e n e r a l p u r c h a s i n g power o f money w h i c h i s t h e 

u n i t o f b u s i n e s s measurement; a " s c a r c i t y u n i t " r a t h e r t h a n an 

" e f f i c i e n c y u n i t . " R i s i n g p r i c e s c r e a t e an " i l l u s i o n " o f 

s c a r c i t y w h i c h c r e a t e s an " i l l u s i o n " o f p r o s p e r i t y . B u s i n e s s 

men become c o n f i d e n t o r o v e r c o n f i d e n t and t h r o u g h b o r r o w i n g 

o v e r e x p a n d . T h i s r e s u l t s i n t h e " i n e v i t a b l e c o l l a p s e " w i t h 

unemployment, l i q u i d a t i o n , and t h e b r e a k down o f t h e c r e d i t 
1 46 

s y s t e m . F a l l i n g p r i c e s c r e a t e t h e " i l l u s i o n " o f o v e r p r o d u c t i o n . 

Commons, however, does n o t p i n p o i n t any s i n g l e cause f o r 

t h e i n i t i a l r i s e i n p r i c e s , and i n some o f h i s e a r l i e r w o rks 
147 

t h e f a c t o r s he m e n t i o n s a r e a l l exogeneous i n n a t u r e . I n 

a d d i t i o n , Commons i s n o t a l w a y s c l e a r a b o u t what e x a c t l y c a u s e s 

t h e c y c l e t o t u r n , a r g u i n g t h a t a t d i f f e r e n t t i m e s t h e r e may be 

d i f f e r e n t " l i m i t i n g f a c t o r s . " ' ' ^ 

145. I b i d . , p.557. 
146. S . R. Commons, "The T r u e Scope o f Unemployment I n s u r a n c e , " 

A m e r i c a n L a b o r L e g i s l a t i o n Review 15 ( 1 9 2 5 ) : 34-38; 3.R. Commons, 
"Unemployment — P r e v e n t i o n and I n s u r a n c e , " i n L.D. E d i e , The 
S t a b i l i z a t i o n o f B u s i n e s s (New Y o r k , 1 9 2 3 ) , p p . 1 7 4 - 1 8 1 . 

147. J.R. Commons, "The True Scope o f Unemployment I n s u r a n c e , " 
o p . c i t . , p . 3 5 . 

148. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.587-588. 
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Commons was a l s o aware t h a t b u s i n e s s m e n may a t t e m p t t o 

p r o t e c t t h e m s e l v e s a g a i n s t bad t i m e s by c r e a t i n g a " p r o f i t 

c u s h i o n " o u t o f r e t u r n e d e a r n i n g s o r by t u r n i n g t h e i r " f r a g i l e 

p r o f i t s " i n t o a " v e s t e d i n t e r e s t " i n t h e f o r m o f w e l l s e c u r e d 

bonds. U n l i k e o t h e r i n s t i t u t i o n a l i s t s such as T u g w e l l o r l / e b l e n , 

Commons d i d n o t f e e l t h a t such a c t i o n s c a l l e d f o r a m o d i f i c a t i o n 

o f c y c l e t h e o r y , as n e i t h e r a c t i o n a f f e c t e d t h e v a r i a b i l i t y o f 
149 

t h e p r o f i t m a r g i n s o f c o r p o r a t i o n s . 

Commons p o l i c y c o n c l u s i o n s were t h a t t o p r e v e n t an i n f l a t i o n 

t h e d i s c o u n t r a t e s h o u l d be r a i s e d and t h e F e d e r a l Reserve Bank 

s h o u l d engage i n r e s t r i c t i v e open m a r k e t o p e r a t i o n s t o r e d u c e 

bank l e n d i n g and s t a b i l i s e p r i c e s . T h i s s t a b i l i s a t i o n o f " t h e 

p u r c h a s i n g power o f money p e r m i t s p a r t i c u l a r i n d u s t r i e s t o ex

pand and t o c o n t r a c t a c c o r d i n g t o t h e i r d i f f e r e n t s p e c u l a t i v e 

e l a s t i c i t i e s o f demand o r s u p p l y " b u t " p r e v e n t s g e n e r a l o v e r -

e x p a n s i o n , because i t o p e r a t e s upon a l l s p e c u l a t i v e m a r g i n s f o r 
P.. ,,150 p r o f i t . " 

D e p r e s s i o n i s a somewhat more complex p r o b l e m because i t 

i s d i f f i c u l t t o c r e a t e an i n c r e a s e i n demand i f t h e r e a r e "no 

b u s i n e s s b o r r o w e r s w i l l i n g t o c o - o p e r a t e w i t h b a n k e r s i n c r e a t i n g 
151 

t h e new money." Thus: 

149. I b i d . , pp.582-586. 
150. ' I b i d . , p . 5 8 1 ; see a l s o 3.R. Commons, "The S t a b i l i z a t i o n 

o f P r i c e s and B u s i n e s s , " A m e r i c a n Economic Review 15 ( 1 9 2 5 ) : 43-52; 
3.R. Commons, " C a p a c i t y t o P r o d u c e , C a p a c i t y t o Consume, C a p a c i t y 
t o Pay D e b t s , " A m e r i c a n ' E c o n o m i c Review 27 ( 1 9 3 7 ) : 681-697. 3.R. 
Commons, " P r i c e S t a b i l i z a t i o n and t h e F e d e r a l R e s e r v e System," The 
A n n a l i s t 29 ( 1 9 2 7 ) : 459-462; 3.R. Commons, "Re s e r v e Bank C o n t r o l 
o f t h e G e n e r a l P r i c e L e v e l , " The A n n a l i s t 30 ( 1 9 2 7 ) : 43-94; 3.R. 
Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.23 9-260. 

151 . 3.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , p.589. 
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I n o r d e r t o c r e a t e t h e consumer demand on w h i c h 
b u s i n e s s depends f o r s a l e s , t h e g o v e r n m e n t i t s e l f 
must c r e a t e t h e new money and go c o m p l e t e l y o v e r 
t h e head o f t h e e n t i r e b a n k i n g s y s t e m by p a y i n g i t 
o u t d i r e c t l y t o t h e une m p l o y e d e i t h e r as r e l i e f 
o r f o r c o n s t r u c t i o n o f p u b l i c w o r k s . 

Commons was a l w a y s a s u p p o r t e r o f unemployment c o m p e n s a t i o n 

b u t h i s e a r l i e r work was e n t i r e l y c o n c e r n e d w i t h t h e n o t i o n t h a t 

t h e i n d i v i d u a l f i r m s h o u l d pay t h e c o m p e n s a t i o n so t h a t i t w o u l d 

have an i n c e n t i v e t o s t a b i l i s e employment, and b a n k e r s w o u l d 

n o t p r o v i d e l o a n s f o r e x p a n s i o n u n l e s s c o n v i n c e d t h a t t h e f i r m 
153 

c o u l d s u s t a i n t h e h i g h e r l e v e l o f employment. I n t h e l a t e r 

work t h i s i d e a p e r s i s t s , b u t i t i s combined w i t h t h e n o t i o n t h a t 

unemployment r e l i e f s u p p l i e d by c e n t r a l g o v e r n m e n t c o u l d " p r o v i d e 

f o r l o n g c o n t i n u e d unemployment" w h i c h Commons a l l o w e d i s o u t -
154 

s i d e o f t h e c o n t r o l o f i n d i v i d u a l f i r m s o r s t a t e a d m i n i s t r a t o r s . 

Commons, t h e n , t o o k t h e a t t i t u d e t h a t t h e r e d u c t i o n o f unemploy

ment r e q u i r e d n o t o n l y t h a t p r i c e s be s t a b i l i s e d b u t a l s o t h a t 

i n d i v i d u a l f i r m s be g i v e n i n c e n t i v e s t o s t a b i l i s e t h e i r own 

employment p r a c t i c e s . 

I n t h e e a r l y works Commons a l s o a r g u e d t h a t p u b l i c w o r k s 

u n d e r t a k e n i n d u l l t i m e s c o u l d be f i n a n c e d f r o m a f u n d c o l l e c t e d 

f r o m g o v e r n m e n t r e v e n u e i n p r o s p e r o u s t i m e s . Commons a l s o 

i n s i s t e d t h a t p u b l i c works be e c o n o m i c a l l y sound and add t o t h e 

152. I b i d . , pp.589-590. 
153. J.R. Commons, " U n e m p l o y m e n t — P r e v e n t i o n and I n s u r a n c e , " 

op. c i t . , p p.174-188; S.A. L e w i s o h n , E.G. D r a p e r , J.R. Commons, and 
D.D. L e s c o h i e r , Can B u s i n e s s P r e v e n t Unemployment? (New Y o r k , 
1 9 2 5 ) , pp.152-210; J.R. Commons, "Unemployment--Co.mpensation and 
P r e v e n t i o n , " The S u r v e y 47 ( 1 9 2 1 ) : 5-9;J.R. Commons, "The T r u e 
Scope o f Unemployment I n s u r a n c e , " o p . c i t . , p p . 4 0 - 4 1 . 

154. J.R. Commons, "Unemployment C o m p e n s a t i o n , " A m e r i c a n 
L a b o r L e g i s l a t i o n Review 20 ( 1 9 3 0 ) : 2 5 0 - 2 5 1 ; J.R. Commons, 
I n s t i t u t i o n a l E c o n o m i c s , pp.840-875. 
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155 w e a l t h o f t h e co m m u n i t y . I n t h e l a t e r I n s t i t u t i o n a l 

E c o n o m i c s , t h e empha s i s i s on t h e c r e a t i o n o f new money i n 

o r d e r t o r e s t o r e p u r c h a s i n g power. 

Commons added t o t h e s e p o l i c y c o n c l u s i o n s i n h i s l a s t two 

work s on t h e s u b j e c t , w h i c h showed a p a r t i c u l a r c o n c e r n w i t h 

t h e " c r e d i t c o l l a p s e " o f t h e G r e a t D e p r e s s i o n , and such New 

D e a l programmes as t h e A g r i c u l t u r a l A d j u s t m e n t A c t . Commons 

s u p p o r t e d t h e e f f o r t s t o r e g a i n " p a r i t y " b etween a g r i c u l t u r a l 

and i n d u s t r i a l p r i c e s and i n c r e a s e t h e p u r c h a s i n g power o f 

f a r m e r s . A l t h o u g h t h i s i n v o l v e d t h e r e s t r i c t i o n o f a g r i c u l t u r a l 

o u t p u t Commons f e l t t h a t such a c t i o n was j u s t i f i e d as t h e f a r m 

e r s l a c k e d t h e c o l l e c t i v e o r g a n i s a t i o n s w h i c h w o u l d a l l o w them 
15 6 

t o u n d e r t a k e t h e a d j u s t m e n t t h e m s e l v e s . Commons d i d n o t 

s u p p o r t any a t t e m p t a t o v e r a l l n a t i o n a l p l a n n i n g b u t a r g u e d 

t h a t a d m i n i s t r a t i v e d e p a r t m e n t s o f g o v e r n m e n t s h o u l d be a l l o w e d 

t o a c t q u i c k l y i n r e s p o n s e t o e m e r g e n c i e s . T h i s " a d m i n i s t r a t i v e 

e c o n o m i c s " Commons c o n t r a s t e d w i t h " l e g i s l a t i v e e c o n o m i c s " 

w h i c h r e q u i r e d s p e c i f i c l e g i s l a t i o n b e f o r e a c t i o n c o u l d be u n d e r -
, . 157 t a k e n . 

W i t h t h e e x c e p t i o n o f such e m e r g e n c i e s , Commons saw l i t t l e 

need f o r g o v e r n m e n t a t t e m p t s t o c o n t r o l p r o d u c t i o n . The b a s i c 

c a use o f t h e c y c l e was t h e c r e d i t s y s t e m , and p r o p e r m o n e t a r y 

c o n t r o l s were, i n Commons' v i e w , c a p a b l e o f s t a b i l i s i n g t h e 

155. J.R. Commons, e t a l . , Can B u s i n e s s P r e v e n t Unemployment?, 
pp. 122-123. 

156. J.R. Commons, " L e g i s l a t i v e and A d m i n i s t r a t i v e R e a s o n i n g 
i n E conomics," J o u r n a l o f Farm Economics 24 ( 1 9 4 2 ) : 3 6 9 - 3 9 1 ; 3. R. 
Commons, The Economics o f C o l l e c t i v e A c t i o n , pp.209-238. 

157. J.R. Commons, " L e g i s l a t i v e and A d m i n i s t r a t i v e R e a s o n i n g 
i n E c o n omics," o p . c i t . , pp.382-385. 



274. 

t h e s y s t e m . I n t h i s Commons was i n f l u e n c e d by w r i t e r s such as 
158 

W i c k s e l l , C a s s e l , and Sed g e w i c k , a l t h o u g h t h e i d e a t h a t t h e 

b a n k i n g s y s t e m behaved i n a p r o - c y c l i c a l f a s h i o n was n o t un

common i n i n s t i t u t i o n a l i s t t h o u g h t . S i m i l a r i d e a s can be f o u n d 
15 9 

i n t h e w r i t i n g s o f l / e b l e n , M i t c h e l l , and S t e w a r t . 

Commons, on t h e o t h e r hand, n e v e r v i e w e d n a t i o n a l p l a n n i n g 

as a d e s i r a b l e a l t e r n a t i v e . He a r g u e d t h a t as w i d e a f i e l d as 

p o s s i b l e s h o u l d be l e f t t o p r i v a t e i n i t i a t i v e , and he d o u b t e d 

t h e competence o f g o v e r n m e n t t o u n d e r t a k e such a t a s k . Commons' 

p o l i c y measures were d e s i g n e d e i t h e r t o p r o v i d e an i n c e n t i v e 

t o d e s i r a b l e a c t i o n , o r t o a l l o w a d m i n i s t r a t i v e d e p a r t m e n t s 

e q u i p p e d w i t h e x p e r t k n o w l e d g e a b r o a d f r e e d o m o f a c t i o n i n r e s 

p o n d i n g t o t h e need f o r a d j u s t m e n t . I n b o t h c a s e s t h e i d e a was 
1 6 Q 

t o l o c a t e and a c t on t h e l i m i t i n g f a c t o r . Thus, w h i l e 
Commons saw h i s v i e w s as opposed t o l a i s s e z - f a i r e and t a l k e d i n 

161 
t e r m s o f c o l l e c t i v e a c t i o n and "managed r e c o v e r y , " h i s p o l i c y 
r e c o m m e n d a t i o n s were c o n s i d e r a b l y l e s s s w e e p i n g t h a n t h o s e 

162 

d e v e l o p e d by M i t c h e l l o r T u g w e l l . 

V I I The Course o f C a p i t a l i s m . 

I n d e s c r i b i n g t h e e v o l u t i o n o f t h e economic s y s t e m Commons 

c o n f i n e d h i m s e l f t o t h e d e v e l o p m e n t o f c a p i t a l i s m , and d i d n o t 

d e l v e f u r t h e r back i n t o h i s t o r y . Commons d i v i d e d t h e h i s t o r y o f 

158. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.590-619; J.R. 
Commons, e t a l . , " S e c u l a r T r e n d s and B u s i n e s s C y c l e s , " op. c i t . , 
pp.244-263. 

159. See above c h a p t e r s 4, 5, and 6. 
160. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.891-903. 
1 6 1 . I b i d . , p . 6 1 1 . 
162. See c h a p t e r s 6 and 8. Commons a l s o c r i t i c i s e d V e b l e n 

f o r f a i l i n g t o see t h a t c r e d i t c y c l e s c o u l d be s t a b i l i s e d w i t h 
a p p r o p r i a t e c o n t r o l s . Commons p l a c e d t h e blame f o r t h i s on l / e b l e n ' s 
c o n f u s i o n between i n t a n g i b l e p r o p e r t y and c r e d i t . See J.R. Commons, 
I n s t i t u t i o n a l E c onomics, pp.676-677, 874-875. 
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c a p i t a l i s m i n t o t h r e e " i n d u s t r i a l " s t a g e s : m e r c h a n t c a p i t a l i s m , 
163 

e m p l o y e r c a p i t a l i s m , and b a n k e r c a p i t a l i s m . Commons a l s o 

i d e n t i f i e d t h r e e c o r r e s p o n d i n g "economic s t a g e s , " t h a t o f 

s c a r c i t y w h i c h p r e c e e d e d t h e i n d u s t r i a l r e v o l u t i o n , t h a t o f 

abundance w h i c h came i n t o b e i n g a l o n g w i t h t h e i n d u s t r i a l r e v 

o l u t i o n , and t h a t o f s t a b i l i s a t i o n w h i c h began i n t h e l a t e r 

n i n e t e e n t h c e n t u r y . 

M e r c h a n t c a p i t a l i s m a r o s e o u t o f t h e e x t e n s i o n o f m a r k e t s 

and t h e g r a d u a l s e p a r a t i o n o f t h e m e r c h a n t and e m p l o y e r f u n c 

t i o n s f r o m t h e l a b o u r f u n c t i o n . E m p l o y e r c a p i t a l i s m came w i t h 

t e c h n o l o g i c a l a d v a n c e s w h i c h s e p a r a t e d m e r c h a n t and e m p l o y e r , 

f u r t h e r e d t h e d i v i s i o n between e m p l o y e r and e m p l o y e e , and saw 

t h e m a n u f a c t u r e r a t t e m p t i n g t o "pass a r o u n d " t h e m e r c h a n t ' s 

c o n t r o l o f m a r k e t s by s e t t i n g up r e t a i l s t o r e s and " b u i l d i n g 

up a c u s t o m e r ' s good w i l l . " E m p l o y e r c a p i t a l i s m d e v e l o p e d w i t h 

f u r t h e r c o m b i n a t i o n s and v e r t i c a l i n t e g r a t i o n , and i t was " t h i s 

i n t e g r a t i o n and c o n s o l i d a t i o n o f p l a n t s " t h a t i n t r o d u c e d t h e 
165 

s t a g e o f b a n k e r c a p i t a l i s m . 

B anker c a p i t a l i s m d e v e l o p e d i n t h e t w e n t i e t h c e n t u r y w i t h 

t h e b a n k i n g s y n d i c a t e o r t h e i n v e s t m e n t b a n k e r due t o t h e i r 

" d o m i n a n t p o s i t i o n i n t h e c o n s o l i d a t i o n o f i n d u s t r i e s , t h e s a l e 

o f f o r e i g n and d o m e s t i c s e c u r i t i e s t o t h e p u b l i c and t h e c o n t r o l 

o f b o a r d s o f d i r e c t o r s whose c o r p o r a t e s e c u r i t i e s t h e y s o l d and 
16 6 

became s u b s t a n t i a l l y r e s p o n s i b l e f o r . " 
These i n d u s t r i a l s t a g e s a r e l i n k e d t o a s e t o f "economic 

163. 3.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.763-773 
164. I b i d . , p.773. 
165. I b i d . , pp.763-773. 
166. I b i d . , p.773. 
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s t a g e s " based on " t h e d i s t i n c t i o n b etween p h y s i c a l c o n t r o l and 
16 7 

l e g a l c o n t r o l . " The p e r i o d o f s c a r c i t y i s t h a t i n w h i c h 

l e g a l c o n t r o l and p h y s i c a l c o n t r o l a r e n o t s e p a r a t e d . W i t h t h e 

g r a d u a l d e v e l o p m e n t o f c r e d i t , m a n u f a c t u r e f o r f u t u r e s a l e and 

d e l i v e r y , and t h e n o t i o n s o f i n c o r p o r e a l and i n t a n g i b l e p r o p e r t y , 

l e g a l and p h y s i c a l c o n t r o l were s e p a r a t e d . W i t h t h i s d e v e l o p 

ment, combined w i t h t h e new p r o d u c t i v e power o f machine i n d u s t r y , 

came t h e s t a g e t h a t Commons c a l l e d "abundance," b u t i t s p r i n c i p l e 

c h a r a c t e r i s t i c was t h a t o f i n s t a b i l i t y , and " d e s t r u c t i v e , u n f a i r , 
16 8 

or c u t t h r o a t c o m p e t i t i o n . " 

The r e s p o n s e t o i n s t a b i l i t y and d e s t r u c t i v e c o m p e t i t i o n was 

f o r m a n u f a c t u r e r s t o combine i n o r d e r t o p r o v i d e a d e g r e e o f 

s t a b i l i t y . A t f i r s t t h i s d e v e l o p m e n t was r e s i s t e d by t h e c o u r t s , 

b u t w i t h t h e a c c e p t a n c e o f t h e need f o r s t a b i l i s a t i o n t h e t h i r d 

s t a g e was e n t e r e d upon, a p e r i o d c h a r a c t e r i s e d by t h e a t t e m p t 

t o s t a b i l i s e p r i c e s , wages, and employment by c o r p o r a t i o n s , u n i o n s , 
169 

b a n k s , and g o v e r n m e n t . 
L o o k i n g t o w a r d t h e f u t u r e o f t h i s p e r i o d o f s t a b i l i s a t i o n 

Commons saw s e v e r a l a l t e r n a t i v e s : 

I t i s h e r e , when we come t o t h e b a n k i n g s y s t e m , 
t h a t t h e p o s t - w a r e c o n o m i s t s o f t h e w o r l d a r e 
f o r m i n g a new a l i g n m e n t , w h i c h may be d i s t i n g u i s h e d 
as t h e B a r g a i n i n g S c h o o l and t h e M a n a g e r i a l S c h o o l 
o f e c o n o m i s t s . B o t h a r i s e f r o m t h e same c a u s e s , 
p e r i o d i c o v e r p r o d u c t i o n and unemployment, b u t t h e y 
r e a c h d i f f e r e n t c o n c l u s i o n s as t o t h e f u t u r e and 
t h e r e m e d i e s . The m a n a g e r i a l s c h o o 1 . . . l o o k s t o a 
g r e a t Economic P l a n n i n g C o u n c i l w h i c h s h a l l p r e v e n t 
o v e r p r o d u c t i o n and unemployment by r a t i o n i n g . The 
b a r g a i n i n g s c h o o l l o o k s t o a c o n c e r t e d i n t e r n a t i o n a l 
money and b a n k i n g p o l i c y . . . d e s i g n e d t o p r e v e n t 
r e c u r r e n c e o f o v e r p r o d u c t i o n and unemployment by 
s t a b i l i z i n g t h e g e n e r a l l e v e l o f p r i c e s . The u l t i m a t e 

167. 
1 68 . 
169. 

I b i d . , p.773. 
I b i d . , pp.773-779. 
I b i d . , pp.779-780. 



d i f f e r e n c e between t h e s c h o o l s i s t h a t t h e b a r g a i n i n g 
s c h o o l e n d e a v o r s t o r e t a i n , u n d e r new c o n d i t i o n s , 
t h e o l d e r p r i n c i p l e s o f e q u a l i t y and l i b e r t y . . . w h i l e 
t h e m a n a g e r i a l s c h o o l s r e s t on t h e s t i l l o l d e r 
p r i n c i p l e o f s u p e r i o r and i n f e r i o r . . . T h e one l o o k s 
t o e q u a l i t y o f B a r g a i n i n g power, t h e o t h e r t o w a r d s 
r a t i o n i n g o f p r o d u c i n g power. The one l o o k s t o w a r d s 
R e a s o n a b l e C a p i t a l i s m , t h e o t h e r t o w a r d s Communism 
o r F a s c i sm . 

I t i s c l e a r f r o m Commons' w r i t i n g s on t h i s s u b j e c t t h a t he 

had a s t r o n g p r e f e r e n c e f o r " L i b e r a l i s m and Democracy." W h i l e 

Commons a r g u e d t h a t " t h e o l d e r 

a c t i o n " was no l o n g e r p o s s i b l e 

c o u l d be p r e s e r v e d i n t h e f o r m 

i n d i v i d u a l i s m o f f r e e i n d i v i d u a l 

he f e l t t h a t t h e same v a l u e s 
171 

o f v o l u n t a r y a s s o c i a t i o n s . I n 
t h i s way Communism, o r F a s c i s m c o u l d be a v o i d e d . 

At any r a t e , when once i t i s r e c o g n i s e d t h a t t h i s 
i s no such t h i n g as an a u t o m a t i c harmony o f 
economic i n t e r e s t s , e i t h e r u n d e r c a p i t a l i s m o r 
f u t u r e s o c i a l i s m . . . t h e n some p r o g r e s s can be made 
t o w a r d a p p r o a c h i n g , n o t an u l t i m a t e i d e a l o f h a r 
mony, b u t m e r e l y t h a t s e r i e s o f n e x t s t e p s w h i c h 
w i l l keep t h e c o n c e r n i m p r o v i n g f r o m day t o day--
t h e R e a s o n a b l e S t a b l i z a t i o n o f C a p i t a l i s m . 

V7111 Commons and I n s t i t u t i o n a l i s m . 

Commons' i d e a s show a much s t r o n g e r l i n k w i t h t h e work o f 

F l y and Adams t h a n t h a t o f most o t h e r i n s t i t u t i o n a l i s t w r i t e r s . 

H i s c o n c e r n w i t h l a w and e t h i c s , h i s v i e w o f t h e p o s s i b i l i t i e s 

o f c o l l e c t i v e b a r g a i n i n g , h i s emphasis on t h e p l a n e o f com

p e t i t i o n , h i s i d e a o f " j u s t " o r r e a s o n a b l e p r i c e s , and h i s 

c h a r a c t e r i s a t i o n o f t h e e v o l u t i o n a r y p r o c e s s as t h e outcome o f 

170. I b i d . , p . 1 8 9 1 . See a l s o J.R. Commons, "Communism and 
C o l l e c t i v e Democracy," A m e r i c a n Economic Review 25 ( 1 9 3 5 ) : 212-223 
J.R. Commons, "Marx Today: C a p i t a l i s m and S o c i a l i s m , " A t l a n t i c 
M o n t h l y 136 ( 1 9 2 5 ) : 682-693. 

1 7 1 . J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.902-903. 
172. J.R. Commons, "Marx Today: C a p i t a l i s m and S o c i a l i s m , " 

op . c i t . , p. 693. 



human w i l l , a l l f i n d t h e i r p r e c e d e n t s i n t h e work o f t h e new 
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s c h o o l w r i t e r s . 

The s t r e n g t h o f t h e i n f l u e n c e o f E l y and Adams p r o v i d e s 

a m a j o r d i f f e r e n c e between Commons and most o t h e r i n s t i t u t i o n -

a l i s t w r i t e r s . V e b l e n ' s i d e a s c o n c e r n i n g " b l i n d c a u s a t i o n " 

a r e a b s e n t f r o m Commons' work, and w h i l e Commons was c l e a r l y 

aware o f t h e i m p a c t o f t e c h n i c a l and economic changes on i n 

s t i t u t i o n s , h i s emphasis was a l w a y s on how t h e human w i l l c o u l d , 

t h r o u g h i n s t i t u t i o n s , c o n t r o l and m o d i f y t h e s e c h a n g e s . 

A d m i t t e d l y o t h e r i n s t i t u t i o n a l i s t s such as M i t c h e l l , T u g w e l l , 

A y r e s , and H a m i l t o n were a l s o p r a g m a t i s t s , and saw t h e p o s s i b 

i l i t y o f i n t r o d u c i n g " i n t e l l i g e n t d i r e c t i o n " i n t o t h e e v o l u t i o n 

a r y p r o c e s s . However, t h e y s t i l l r e g a r d e d t h e p r e s e n t s t a t e o f 

a f f a i r s as t h e outcome o f c i r c u m s t a n c e and e x p e d i e n c y r a t h e r 

t h a n o f p u r p o s e o r i n t e n t , and had a l e s s o p t i m i s t i c v i e w o f t h e 

p o t e n t i a l r o l e o f t r a d e u n i o n s o r o f changes i n l a w . M i t c h e l l 

and T u g w e l l a l s o a r g u e d t h a t c y c l e s and unemployment were due 

t o more t h a n m o n e t a r y f a c t o r s , and s t a b i l i s a t i o n w o u l d r e q u i r e 
1 74 

n a t i o n a l p l a n n i n g . 

Commons, l i k e E l y and Adams, g i v e s t h e i m p r e s s i o n t h a t 

e conomic i n s t i t u t i o n s a r e t h e outcome o f c o n s c i o u s i n t e n t . W h i l e 

t h e r e may be an e l e m e n t o f o v e r s t a t e m e n t i n t h i s , due, i n p a r t , 

t o Commons' c o n f u s i o n o f t h e p o s i t i v e and t h e n o r m a t i v e , Commons' 

i d e a s do i m p l y t h a t i n s t i t u t i o n a l change i s t h e r e s u l t o f 

173. See above c h a p t e r 3. 
174. See c h a p t e r s 4, 5, 6, 8, and 9; and F.H. K n i g h t , 

" I n s t i t u t i o n a l i s m and E m p i r i c i s m i n Economics," A m e r i c a n Economic 
Review 42, supp. ( 1 9 5 2 ) : 51-53. 



p u r p o s e f u l r e a c t i o n s t o a l t e r a t i o n s i n economic and t e c h n i c a l 

c o n d i t i o n s . T h i s i n v o l v e s a r e j e c t i o n o f d e t e r m i n i s m and a 

f a i r l y o p t i m i s t i c v i e w o f t h e s y s t e m ' s a b i l i t y t o a d j u s t i n 

o r d e r t o m a i n t a i n a " w o r k a b l e m u t u a l i t y . " 

T h i s i s n o t t o s u g g e s t t h a t Commons e v e r t h o u g h t t h e 

economy c o u l d a d j u s t w i t h o u t g o v e r n m e n t i n t e r v e n t i o n . I t must 

be s t r e s s e d t h a t , f o r Commons, g o v e r n m e n t a c t i o n i n r e s p o n s e 

t o new c o n d i t i o n s o r new p r e s s u r e g r o u p s was an i n t e g r a l p a r t 

o f t h e s y s t e m . N e v e r t h e l e s s , Commons' a r g u m e n t s c o n c e r n i n g 

t h e n a t u r e o f b u s i n e s s d e p r e s s i o n s , t h e a d a p t a b i l i t y o f common 

law , and t h e p o t e n t i a l r o l e o f v o l u n t a r y c o l l e c t i v e o r g a n i s a t i o n s , 

p r o v i d e a s m a l l e r r o l e o f c e n t r a l g o v e r n m e n t t h a n t h a t t h o u g h t 
175 

n e c e s s a r y by many o t h e r i n s t i t u t i o n a l i s t s o f h i s t i m e . 

A l t h o u g h no o t h e r w r i t e r a t t e m p t e d t o t a k e o v e r t h e whole 

o f Commons' l e g a l / e c o n o m i c f r a m e w o r k , h i s work had a c o n s i d e r a b l e 

i n f l u e n c e on t h o s e who worked w i t h him a t W i s c o n s i n . These 

w r i t e r s s h a r e Commons' v o l i t i o n a l a p p r o a c h , h i s v i e w o f v o l u n 

t a r y c o l l e c t i v e o r g a n i s a t i o n s , h i s d i s t a s t e o f n a t i o n a l p l a n 

n i n g , and h i s c o n c e r n w i t h l a w . T h i s has l e d s e v e r a l commen

t a t o r s t o i d e n t i f y a Commons' " w i n g " t o t h e i n s t i t u t i o n a l i s t 

17 6 
movement, w h i c h w o u l d i n c l u d e s uch w r i t e r s as S. S l i c h t e r , 

175. W.H. H a m i l t o n and j " . M. C l a r k came c l o s e s t t o Commons' 
p o s i t i o n , b u t H a m i l t o n s h a r e d H o x i e ' s more p e s s i m i s t i c v i e w o f 
u n i o n s , and came t o d o u b t t h e a b i l i t y o f t h e law t o a d j u s t r a p i d l y 
or t o cope w i t h economic p r o b l e m s and c o n f l i c t s . C l a r k a d v o c a t e d 
n a t i o n a l p l a n n i n g and based h i s t h e o r y o f c y c l e s on t h e i d e a o f 
t h e a c c e l e r a t o r . See above c h a p t e r 5 and D.M. C l a r k , The S o c i a l 
C o n t r o l o f B u s i n e s s (New Yo r k , 1 9 3 9 ) , pp.123, 516-518. 

176. See f o r i n s t a n c e D. S e c k l e r , T h o r s t e i n l / e b l e n and t h e 
I n s t i t u t i o n a l ! s t s , p.5; 3.E. R o b e r t s o n , " F o l k l o r e o f I n s t i t u t i o n a l 
E c o n o m i c s , " S o u t h w e s t e r n S o c i a l S c i e n c e Q u a r t e r l y 41 ( 1 9 6 0 ) : 22-23 
A. Gruchy, " I n s t i t u t i o n a l E c o n o m i c s : I t s D e v e l o p m e n t and P r o s p e c t s 
i n Economics i n I n s t i t u t i o n a l P e r s p e c t i v e , e ds., R. S t e p p a c h e r , B. 
Zogg-Walz, and H. H a t z f e l t ( L e x i n g t o n , 1~977), pp.23-25. Gruchy 



S. P e r l m a n , E. W i t t e , H. Groves, K. P a r s o n s , I . C r o s s , E.H. 

Downey, and more r e c e n t l y , Warren J. Samuels. U n f o r t u n a t e l y , 

n o t a l l o f t h e s e w r i t e r s can be c o n s i d e r e d h e r e . 

S l i c h t e r comes c l o s e s t t o Commons i n h i s v i e w s on c o l l e c t i v e 

b a r g a i n i n g , a r g u i n g t h a t : 

. . . i t i s a method o f i n t r o d u c i n g c i v i l r i g h t s i n t o 
i n d u s t r y , t h a t i s , o f r e q u i r i n g t h a t management be 
c o n d u c t e d by r u l e r a t h e r t h a n by a r b i t r a r y d e c i s i o n . 
I n t h i s . . . c o l l e c t i v e b a r g a i n i n g becomes a method o f 
b u i l d i n g up a sy s t e m o f " i n d u s t r i a l j u r i s p r u d e n c e . " ^ ^ , 

S l i c h t e r , however, was aware t h a t t h i s s y s t e m may have 

s e v e r a l s h o r t c o m i n g s , p a r t i c u l a r l y t h e d i f f i c u l t y o f c h a n g i n g 

t h e r u l e s t o f i t c h a n g i n g c o n d i t i o n s , and a v o i d i n g t h e p o s s i b 

i l i t y t h a t r u l e s may be e s t a b l i s h e d s i m p l y t o p r o t e c t t h e 

i n t e r e s t s o f t h o s e c u r r e n t l y i n employment, w i t h l i t t l e r e g a r d 
178 

t o l o n g r u n b e n e f i t s . 

S l i c h t e r ' s work a l s o c o n t a i n s a t r e a t m e n t o f c y c l e s i n 

many ways s i m i l a r t o Commons'. S l i c h t e r m e n t i o n s t h e p r o - c y c l i c a l 

n a t u r e o f t h e c r e d i t s y s t e m , t h e f a c t t h a t p r o d u c t i o n i s c a r 

r i e d on f o r f u t u r e s a l e , w h i c h i n t r o d u c e s an e l e m e n t o f s p e c u l 

a t i o n and u n c e r t a i n t y , and t h a t d e c i s i o n s c o n c e r n i n g t h e l e v e l 

o f p r o d u c t i o n a r e u n d e r t a k e n on t h e b a s i s o f t h e e x p e c t e d t r e n d 

o f p r i c e s w h i c h i s i t s e l f based on t h e p r e s e n t c o u r s e o f p r i c e s 

i s a d e d i c a t e d o p p o n e n t o f t h e a p p r o a c h o f W i t t e and W i t t e ' s p u p i l , 
W.J. Samuels, and c o n t r a s t s t h e i r v i e w s u n f a v o u r a b l y w i t h t h o s e 
o f " m a i n s t r e a m i n s t i t u t i o n a l i s m , " w h i c h a p p e a r s t o i n v o l v e a d e g r e e 
o f economic o r t e c h n o l o g i c a l d e t e r m i n i s m and a b e l i e f i n n a t i o n a l 
p l a n n i n g . 

177. S. S l i c h t e r , U n i o n P o l i c i e s and I n d u s t r i a l Management 
( W a s h i n g t o n , 1 9 4 1 ) , p.1 . 

178. I b i d . , pp.572-579. See a l s o S. S l i c h t e r , Modern 
Economic S o c i e t y (New Yo r k , 1 9 3 1 ) , p.203; i t i s t h i s work t h a t 
K n i g h t i s o b j e c t i n g t o i n h i s a r t i c l e , "The Newer Economics and 
t h e C o n t r o l o f Economic A c t i v i t y , " J o u r n a l o f P o l i t i c a l Economy 
40 ( 1 9 3 2 ) : 433-476. 



r a t h e r t h a n any l o n g t e r m v i e w . I n t h i s way any downward 
1 79 

movement becomes c u m u l a t i v e as does any upward movement. 

S l i c h t e r ' s t r e a t m e n t , however, does owe s o m e t h i n g t o M i t c h e l l 

as w e l l as t o Commons and t h i s i s made c l e a r i n h i s d i s c u s s i o n 

o f t h e r o l e o f i n v e n t o r y i n v e s t m e n t and c e r t a i n l a g s i n t h e 
180 

movement o f p r i c e s . N e v e r t h e l e s s , l i k e Commons, S l i c h t e r 

a r g u e s f o r s t a b i l i s a t i o n t h r o u g h F e d e r a l R eserve Bank o p e r 

a t i o n s t o c o n t r o l c r e d i t and t h e d i s c o u n t r a t e , and t h e use 

o f p u b l i c w orks f i n a n c e d by new money i n d e p r e s s i o n s when t h e 
181 

p r i v a t e demand f o r bank c r e d i t i s l o w . 
S l i c h t e r s u p p o r t e d t h e k i n d o f h e a l t h and w e l f a r e l e g i s -

182 

l a t i o n t h a t Commons d i d so much t o f o r w a r d , and a l t h o u g h 

n o t q u i t e as a n t a g o n i s t i c t o n a t i o n a l p l a n n i n g as Commons, 

S l i c h t e r was a f r a i d t h a t a n a t i o n a l p l a n n i n g c o u n c i l m i g h t 

become a b a r r i e r t o e x p e r i m e n t a t i o n w i t h f o r m s o f c o n t r o l t h a t 

w o u l d i n v e s t b u s i n e s s , l a b o u r , and consumers w i t h t h e power o f 
183 

c o n t r o l , r a t h e r t h a n p o l i t i c i a n s . 

S. Per l m a n was a l s o p r i m a r i l y i n f l u e n c e d by Commons' work 

on t r a d e u n i o n s . P e r l m a n a t t e m p t e d t o e x t e n d Commons' t r e a t 

ment o f u n i o n s by i n c l u d i n g a c o n s i d e r a t i o n o f " g r o u p p s y c h o l o g y 

i n t h e a n a l y s i s . P e r l m a n i d e n t i f i e d a " s c a r c i t y c o n s c i o u s n e s s " 

w h i c h p e r v a d e d t h e a t t i t u d e s o f w o r k e r s . T h i s s c a r c i t y i s a 

p e r c e i v e d s c a r c i t y o f j o b o p p o r t u n i t i e s , and i t i s c o n t r o l o v e r 
179. S. S l i c h t e r , Modern Economic S o c i e t y , pp.203-259 and 

4 4 8 - 4 9 1 . 
180. I b i d . , p p . 4 5 9 - 4 7 1 . 
1 8 1 . I b i d . , p p . 4 7 1 - 4 9 1 . 
182. I b i d . , pp.865-868. 
183. I b i d . , pp.872-886. 
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t h e s e j o b o p p o r t u n i t i e s t h a t w o r k e r s most d e s i r e . ''^ 

L i k e Commons, Perl m a n saw u n i o n s as p r i m a r i l y wage and 

j o b c o n s c i o u s and f o l l o w i n g a p r a g m a t i c p h i l o s o p h y based on 

t h e d e s i r e t o "become t h e v i r t u a l owner and a d m i n i s t r a t o r " o f 
185 

j o b o p p o r t u n i t i e s . I n t h i s manner Per l m a n d e v e l o p e d a 

t h e o r y o f t h e p s y c h o l o g y o f w o r k e r s w h i c h c o m p l e m e n t s Commons' 

i d e a s c o n c e r n i n g t h e e x t e n s i o n o f m a r k e t s and u n i o n i s m as a 

r e a c t i o n t o c o m p e t i t i v e p r e s s u r e . ''^ 

Perlman was p a r t i c u l a r l y c r i t i c a l o f t h e i n t e l l e c t u a l who 

v i e w s u n i o n i s m as a r e v o l u t i o n a r y f o r c e . P e r l m a n sees a b a s i c 

c o n t r a d i c t i o n between t h e " m e n t a l i t y " o f t h e u n i o n l e a d e r and 

t h e i n t e l l e c t u a l . The i n t e l l e c t u a l c o n c e i v e s o f l a b o u r as an 

184. S. P e r l m a n , A T h e o r y o f t h e L a b o r Movement (New Y o r k , 
1 9 4 9 ) , pp.237-253. 

185. I b i d . , p.199. See a l s o M. P e r l m a n , L a b o r U n i o n T h e o r i e s 
i n A m e r i c a , pp.190-202. 

186. T h e r e has been some d e b a t e o v e r t h e r e l a t i o n s h i p 
b e t w e e n P e r l m a n ' s and Commons' v i e w s on t h e l a b o u r movement. 
W h i l e t h e p s y c h o l o g i c a l e l e m e n t i n Pe r l m a n ' s l a t e r work i s v e r y 
l a r g e l y a b s e n t f r o m Commons', P e r l m a n ' s e a r l y work shows a com
m i t m e n t t o Commons' v i e w s . D e s p i t e many d i f f e r e n c e s i n t h e 
h i s t o r i c a l i n t e r p r e t a t i o n o f t h e t r a d e u n i o n movement, P e r l m a n ' s 
l a t e r work can be i n t e r p r e t e d as an a t t e m p t t o p r o v i d e a more 
g e n e r a l t h e o r e t i c a l f o u n d a t i o n f o r t h e Commons' v i e w o f u n i o n s as 
wage c o n s c i o u s . For P e r l m a n ' s e a r l y v i e w s see S. P e r l m a n , A_ 
H i s t o r y o f T r a d e U n i o n i s m i n t h e U n i t e d S t a t e s (New Y o r k , 1 9 5 0 ) , 
pp.265-284; and compare w i t h S. P e r l m a n , A T h e o r y o f t h e L a b o r 
Movement, pp.154-279. F o r t h e d e b a t e o v e r P e r l m a n ' s and Commons' 
i d e a s see L.G. H a r t e r , op.c i t . , p p . 1 8 9 - 1 9 1 ; M. P e r l m a n , o p . c i t . , 
pp.190-210; R. Ozanne, "The L a b o r H i s t o r y and L a b o r T h e o r y o f 
John R. Commons," i n L a b o r Management and S o c i a l P o l i c y , ed., G. 
Somers ( M a d i s o n , 1963"}^ pp . 25-46 ; P~! Taf t , " Common s-Pe r lman T h e o r y : 
A Summary," P r o c e e d i n g s o f t h e T h i r d A n n u a l I n d u s t r i a l R e l a t i o n s 
R esearch A s s F c T a t i o n 3 ( 1 9 5 0 ) : 140-145; C.A. G u l i c k and M.K. B e r s , 
" I n s i g h t and I l l u s i o n i n P e r l m a n ' s T h e o r y o f t h e L a b o r Movement," 
I n d u s t r i a l and L a b o r R e l a t i o n s Review 6 ( 1 9 5 3 ) : 5 1 0 - 5 3 1 ; P. T a f t , 
"A R e r e a d i n g o f S e l i g P e r l m a n ' s A T h e o r y o f t h e L a b o r Movement," 
I n d u s t r i a l and L a b o r R e l a t i o n s Review 4 ( 1 9 5 0 / 5 1 ) : 8-14; P. T a f t , 
" P r o f e s s o r P e r l m a n ' s I d e a s and A c t i v i t i e s , " P r o c e e d i n g s o f t h e 
T w e l f t h A n n u a l M e e t i n g o f t h e I n d u s t r i a l R e l a t i o n s R e s e a r c h 
A s s o c i a t i o n 12 ( 1 9 5 9 ) , pp.8-14; A ~ S t u r m t h a l , "Comments on S e l i g 
P e r l m a n ' s A T h e o r y o f t h e L a b o r Movement," I n d u s t r i a l and L a b o r 
R e l a t i o n s Review 4 ( 1 9 5 0 / 5 1 ) : 483-496. 
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" a b s t r a c t mass i n t h e g r i p o f an a b s t r a c t f o r c e " and d r i v e n 

t o w a r d s "a g l o r i o u s u l t i m a t e s o c i a l g o a l . " P e r l m a n a l l o w s 

t h a t t h e i n t e l l e c t u a l has p l a y e d an i m p o r t a n t p a r t i n t h e h i s 

t o r y o f u n i o n i s m , b u t a r g u e s t h a t " 

The t r a d e u n i o n l e a d e r sees t h e l a b o r movement 
c l i m b i n g a d i f f i c u l t r o a d . . . t o w a r d a c i v i l i z e d 
l e v e l o f e x i s t e n c e . . . W i t h e v e r y s t r e t c h o f t h e r o a d 
t h a t has been c u v e r e d l a b o r i s a c q u i r i n g an e v e r 
s t r o n g e r i n c e n t i v e t o t u r n a d e a f e a r t o t h e p r e a c h e r s 
o f a c o m p l e t e u p s e t t i n g o f t h e e s t a b l i s h e d p o l i t i c a l 
and i n d u s t r i a l o r d e r . 

P e r l m a n , a g a i n l i k e Commons, v i e w e d t h e u n i o n and c o l l e c t i v e 

b a r g a i n i n g as a s t e p t o w a r d an " i n d u s t r i a l d e mocracy" and 

c o o p e r a t i o n . 

The l i k e l i h o o d o f t h a t s p i r i t o f c o - o p e r a t i o n 
d e v e l o p i n g i n u n i o n i s m i n c r e a s e s i n t h e measure 
t h a t i t s p o s i t i o n i n i n d u s t r y a p p r o a c h e s a s e c u r e l y 
r o o t e d " i n s t i t u t i o n a l i z a t i o n . " A u n i o n i s m t h a t has 
become i n s t i t u t i o n a l i z e d , w h i l e s e e k i n g t o c o n t i n u e 
i t s shop and j o b c o n t r o l , w i l l more and more d e p a r t 
f r o m t h e o l d e r and c r u d e r methods o f s h e e r r e s t r i c t -
i v e n e s , . ..and s w i n g t o w a r d s a p a r t n e r s h i p w i t h t h e 
e m p l o y e r - m a n a g e r g r o u p f o r t h e c r e a t i o n o f a h i g h e r 
i n d u s t r i a l e f f i c i e n c y . For u n i o n i s m c a n n o t f a i l t o 
see t h a t , a f t e r a c e r t a i n p o i n t has been r e a c h e d , 
h i g h e r l a b o r s t a n d a r d s can come o n l y f r o m a h i g h e r 
e f f i c i e n c y . ^ gg 

E. W i t t e worked w i t h b o t h Commons and P e r l m a n a t W i s c o n s i n 

and c o n c e n t r a t e d most o f h i s e f f o r t s on i n v e s t i g a t i n g and 
189 

p r o m o t i n g s o c i a l s e c u r i t y . W i t t e f o l l o w e d a m e t h o d o l o g y 

based on p r o b l e m s o l v i n g , and v i e w e d i n s t i t u t i o n a l e c o n o m i c s 

as a method o f i n v e s t i g a t i o n r a t h e r t h a n a " c o n n e c t e d body o f 

187. S. P e r l m a n , A T h e o r y o f t h e L a b o r Movement, p p . 3 0 0 - 3 0 1 . 
188. I b i d . , pp.316-317. 
189. See S.J. Cohen, "Edwin E. W i t t e ( 1 8 8 7 - 1 9 6 0 ) : F a t h e r o f 

S o c i a l S e c u r i t y , " I n d u s t r i a l and L a b o r R e l a t i o n s Review 14 ( 1 9 6 0 ) : 
7-9. 



284, 
190 t h o u g h t . " N e v e r t h e l e s s , i n h i s c o u r s e o f i n s t i t u t i o n a l 

e c o nomics a t W i s c o n s i n , and i n a few p u b l i s h e d a r t i c l e s , W i t t e 

a t t e m p t e d t o work o u t some g e n e r a l i s a t i o n s c o n c e r n i n g t h e op

e r a t i o n o f t h e economy on t h e b a s i s o f i d e a s p r o v i d e d by Commons 
191 

s u p p l e m e n t e d by h i s own i n v e s t i g a t i o n and e x p e r i e n c e . 

I n W i t t e ' s v i e w g o v e r n m e n t c o u l d n o t be s e p a r a t e d f r o m t h e 

o p e r a t i o n o f t h e economy. He a r g u e d t h a t " t h e r e has n e v e r been 

i n t h e U n i t e d S t a t e s o r e l s e w h e r e . . . an economy f r e e f r o m a l l 
192 

government c o n t r o l . " L a i s s e z - f a i r e was t h e r e f o r e an h i s 

t o r i c a l f i c t i o n , e x c e p t as t h e t e r m was used t o c o v e r and j u s t i f y 
193 

"what t h e b u s i n e s s m a n wanted g o v e r n m e n t t o do f o r b u s i n e s s . " 

Government i s n e c e s s a r i l y l i n k e d t o t h e economy t h r o u g h 

i t s r o l e as a " r u l e maker, u m p i r e and p r o t e c t o r " o f c e r t a i n b a s i c 

economic i n s t i t u t i o n s . For W i t t e , as f o r Commons, economic 

i n s t i t u t i o n s a r e l e g a l c r e a t i o n s and t h e r u l e s t h a t g o v e r n them 

a r e c h a n g e a b l e . W i t t e a r g u e d t h a t " w i t h c h a n g i n g c o n d i t i o n s 

t h e r e must be changes i n t h e r u l e s o f t h e game." These changes 

i n t h e r u l e s o f t h e game w o u l d be i n t r o d u c e d by g o v e r n m e n t " i n 

r e s p o n s e t o e x p r e s s e d d e s i r e s and p r e s s u r e s " e x e r c i s e d by v o l u n -
, . .. 194 t a r y a s s o c i a t i o n s . 

Such a s y s t e m W i t t e c a l l e d t h e " c o l l e c t i v e b a r g a i n i n g s t a t e , " 
1 95 

c h a r a c t e r i s e d by d i f f u s i o n o f power and " p l u r a l i s m . " G overn-

190. E.E. W i t t e , " I n s t i t u t i o n a l Economics as Seen by An 
I n s t i t u t i o n a l E c o n o m i s t , " S o u t h e r n Economic J o u r n a l 21 ( 1 9 5 4 ) : 1 3 1 -
133 . 

1 9 1 . W.J. Samuels, "Edwin E. W i t t e ' s Concept o f t h e Role o f 
Government i n t h e Economy," Land Economics 43 ( 1 9 6 7 ) : 131-147. 

192. I b i d . , p.134. 
193. . I b i d . , p.135 and E.E. W i t t e , "Economics and P u b l i c 

P o l i c y , " A m e r i c a n Economic Review 47 ( 1 9 5 7 ) : 6. 
194. W.J. Samuels, o p . c i t . , p p . 1 3 6 - 1 4 1 . 
195. I b i d . , pp.140-146; E.E. W i t t e , " I n s t i t u t i o n a l E conomics 

as Seen by an I n s t i t u t i o n a l E c o n o m i s t , " o p . c i t . , pp.136-137. 
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merit, a l t h o u g h i t had a l a r g e and i m p o r t a n t r o l e t o p l a y , was 

n o t " a l l p o w e r f u l , " and much s h o u l d be l e f t t o t h e b a r g a i n i n g 

o f v o l u n t a r y c o l l e c t i v e o r g a n i s a t i o n s . Here a g a i n t h e i d e a o f 

an i n d u s t r i a l democracy made up o f t r a d e u n i o n s and e m p l o y e r ' s 
19 6 

a s s o c i a t i o n s comes t o t h e f o r e . 

I n e s s e n c e , W i t t e p r e s e n t e d Commons' s y s t e m o f t h o u g h t 

a l t h o u g h w i t h much o f t h e r o l e o f common la w l e f t o u t , and w i t h 

somewhat more i m p o r t a n c e p l a c e d on t h e l e g i s l a t i v e a c t s o f 

g o v e r n m e n t . W i t t e , however, s h a r e d Commons' c o m b i n a t i o n o f 

r a d i c a l i s m and c o n s e r v a t i s m . As Cohen has a r g u e d , W i t t e was: 
. . . r a d i c a l i n e s p o u s i n g r e f o r m s and c h a l l e n g i n g 
t h e s t a t u s quo; c o n s e r v a t i v e i n t h a t t h e s e 
r e f o r m s , by m o d e r a t i n g a b u s e s , p r e s e r v e d t h e 
f r e e e n t e r p r i s e economic s y s t e m , t h e f e d e r a l -
s t a t e p o l i t i c a l s t r u c t u r e , and t h e d e m o c r a t i c 
p o l i t i c a l p r o c e s s . ^ ^ 

The most r e c e n t w r i t e r t o emerge i n t h e Commons' t r a d i t i o n 

i s W.D. Samuels, who was a p u p i l o f W i t t e ' s a t W i s c o n s i n . S i n c e 

l a t e i n 1971 Samuels has been e d i t o r o f t h e J o u r n a l o f Economic 

I s s u e s , w h i c h i s p u b l i s h e d by t h e A s s o c i a t i o n f o r E v o l u t i o n a r y 
19 8 

Economics. 

Perhaps t h e m a j o r d i f f e r e n c e between Samuels and h i s t e a c h e r 

i s i n t h e i r v i e w s on m e t h o d o l o g y . Samuels a d m i t s t h a t many 

196. VI. 3 . Samuels, o p . c i t . , p.142; E.E. W i t t e , "Economics 
and P u b l i c P o l i c y , " o p . c i t . , pp.8-9; E.E. W i t t e , " Role o f U n i o n s 
i n C o n t e m p o r a r y S o c i e t y , " I n d u s t r i a l and L a b o r R e l a t i o n s Review 4 
( 1 9 5 0 ) : 3-14. I t i s i n t e r e s t i n g t o n o t e t h a t i n t h i s a r t i c l e 
W i t t e q u o t e s H.C. Adams' v i e w s on t h e r o l e o f g o v e r n m e n t and t h e 
A.E.A. p l a t f o r m w h i c h was l a r g e l y a p r o d u c t o f R.T. E l y . See 
above c h a p t e r 2. 

197. VI. 3 . Cohen, op. c i t . , p.8; a l s o q u o t e d by VI.3. Samuels, 
o p . c i t . , p.147. 

198. The A s s o c i a t i o n was f o u n d e d l a r g e l y t h r o u g h t h e e f f o r t s 
o f A. Gruchy i n 1958 t o p r o v i d e an a s s o c i a t i o n f o r i n s t i t u t i o n a l i s t 
and h e t e r o d o x economic t h o u g h t . 
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i n s t i t u t i o n a l i s t s f o l l o w W i t t e ' s i d e a o f i n s t i t u t i o n a l i s m as 

p r o b l e m s o l v i n g w i t h i t s d o w n p l a y i n g o f t h e r o l e o f g e n e r a l 

t h e o r y , and t h a t i n s t i t u t i o n a l i s t s have n o t d e v e l o p e d a s a t 

i s f a c t o r y g e n e r a l t h e o r y . On t h e o t h e r hand, Samuels a r g u e s 

t h a t such a g e n e r a l t h e o r e t i c a l f r a m e w o r k i s r e q u i r e d , and i s 

n o t so a d v e r s e t o model b u i l d i n g as W i t t e . Samuels a r g u e s t h a t 

b o t h t h e o r e t i c a l model b u i l d i n g and " o b j e c t i v e , p o s i t i v e , 
1 99 

e m p i r i c a l , " s t u d i e s a r e r e q u i r e d . 

Samuels' m a j o r i n t e r e s t i s i n d e v e l o p i n g what he c a l l s a 

t h e o r y o f economic p o l i c y , meaning by t h a t a t h e o r y o f t h e 

d e t e r m i n a n t s o f g o v e r n m e n t a c t i o n , i n c l u d i n g such t h i n g s as t h e 

l e g a l s y s t e m and t h e d i s t r i b u t i o n o f power. So f a r Samuels' 

work has c o n c e n t r a t e d on t h e h i s t o r y o f economic t h o u g h t as i t 

a p p l i e s t o p o l i c y m a k i n g , and t o e l u c i d a t i n g t h e d i f f i c u l t i e s 

t h a t must be overcome and t h e r e s e a r c h t h a t must s t i l l be under

t a k e n b e f o r e such a t h e o r y can be d e v e l o p e d . 

D e s p i t e t h e f a c t t h a t Samuels' e n d e a v o u r i s f a r f r o m com-

199. See E.E. W i t t e , " I n s t i t u t i o n a l E conomics as Seen by an 
I n s t i t u t i o n a l i s t E c o n o m i s t , " op . c i t . , p p.131-133, 135, 137-140; 
and W.J. Samuels, "On t h e F u t u r e o f I n s t i t u t i o n a l E c o n o m i c s , " 
J o u r n a l o f Economic I s s u e s 3 ( 1 9 6 9 ) : 67-72; W.J. Samuels, 
" I n s t i t u t i o n a l E c o n o m i c s : R e t r o s p e c t and P r o s p e c t , " p.12; W.J. 
Samuels, "The J o u r n a l o f Economic I s s u e s and t h e P r e s e n t S t a t e o f 
H e t e r o d o x E c onomics," p.5; W.J. Samuels, " A p p r o a c h e s " t o L e g a l -
Economic P o l i c y and R e l a t e d P r o b l e m s o f R e s e a r c h , " i n S.S. N a g e l , 
ed., P o l i c y S t u d i e s and t h e S o c i a l S c i e n c e s ( L e x i n g t o n , 1 9 7 5 ) , 
pp.65-73. A. Gruchy has o b j e c t e d t o t h e i d e a t h a t i n s t i t u t i o n a l i s m 
does n o t p o s s e s s an a d e q u a t e g e n e r a l t h e o r y and has a t t a c k e d 
Samuels' a p p r o a c h . See A. Gruchy, "New D i r e c t i o n s i n I n s t i t u t i o n a l 
E conomics," mimeographed ( 1 9 7 7 ) , pp.12-16; A. Gruchy, " I n s t i t u t i o n a l 
E c o n o m i c s : I t s I n f l u e n c e and P r o s p e c t s , " op. c i t . , pp.2-4. 

200. W.J. Samuels, " A p p r o a c h e s t o L e g a l - E c o n o m i c P o l i c y and 
R e l a t e d P r o b l e m s o f R e s e a r c h , " op . c i t . , pp. 65-73; W.J.. Samuels, 
P a r e t o on P o l i c y ((Mew. Y o r k , 1974) ; WTJ. Samuels, The C l a s s i c a l 
T h e o r y o f Economic P o l i c y ( C l e v e l a n d , 1 9 6 6 ) ; W.J. Samuels, "The 
Scope o f Economics H i s t o r i c a l l y C o n s i d e r e d , " Land Economics 48 
( 1 9 7 2 ) : 248-268; W.J. Samuels, "On t h e F u t u r e o f I n s t i t u t i o n a l 
E c o n o mics," op . c i t . , pp.67-72. 
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p l e t e some i n t e r e s t i n g l i n e s o f t h o u g h t have emerged. Samuels 

s t a r t s f r o m a c r i t i q u e o f o r t h o d o x m i c r o e c o n o m i c s , and p a r 

t i c u l a r l y o f w e l f a r e e c o n o m i c s . 

M i c r o e c o n o m i c s i s p r i m a r i l y c o n c e r n e d w i t h t h e 
t h e o r y o f t h e a l l o c a t i o n o f r e s o u r c e s t h r o u g h 
t h e m a r k e t . I t i s f o r m a l , s t a t i c , p a r t i a l 
e q u i l i b r i u m a n a l y s i s . I t i s f o r m a l i n t h a t i t 
does n o t d i r e c t l y encompass s p e c i f i c c o n t e n t o f 
economic d e c i s i o n - m a k i n g b u t p r e s e n t s f u n c t i o n a l 
t e n d e n c i e s w h i c h a b s t r a c t f r o m t h e r a d i c a l 
i n d e t e r m i n a c y o f t h e r e a l w o r l d , s p e c i f i c a l l y 
f r o m t h e f o r c e s g o v e r n i n g t h e p r e f e r e n c e s and s o c i a l 
v a l u e s g i v e n e f f e c t t h r o u g h t h e m a r k e t and t h e 
i n s t i t u t i o n s w h i c h w e i g h t a l t e r n a t i v e p r e f e r e n c e s 
and v a l u e s . . . M i c r o e c o n o m i c s t a k e s f o r g r a n t e d . . . 
t h e d e v e l o p m e n t , o p e r a t i o n , and change o f t h e 
l e g a l and m o r a l r u l e s g o v e r n i n g t h e t e r m s o f a c c e s s 
t o and p a r t i c i p a t i o n i n t h e economy by v a r i o u s 
p o t e n t i a l economic a c t o r s . 

T h i s a r g u m e n t l e a d s d i r e c t l y t o t h e c r i t i c i s m o f " n o r m a t i v e 

w e l f a r e e c o n o m i c s " 

...because t h e s u b s t a n c e o f p a r t i c u l a r o p t i m a l i t y 
s o l u t i o n s a r e a f u n c t i o n o f t h e a n t e c e d e n t 
s p e c i f i c a t i o n o f r i g h t s t h e r e i s no u n i q u e P a r e t o 
o p t i m a l s o l u t i o n b u t a f a m i l y o f such s o l u t i o n s , 
each o f w h i c h i s c o r r e l a t e d w i t h a p a r t i c u l a r 
s t r u c t u r e o f r i g h t s , o r power. There i s , t h e n , 
c o n s i d e r a b l e o p p o r t u n i t y f o r i m p l i c i t e t h i c i z i n g as 
p a r t i c u l a r a p p l i c a t i o n s o f t h e P a r e t o r u l e g i v e 
e f f e c t t o some s e l e c t i v e l y p e r c e i v e d o r chosen r i g h t s 
and n o t t o o t h e r s . C o n c l u s i o n s as t o o p t i m a l i t y 
t h u s t e n d t o depend upon t h e f a c t o r s g i v e n n o r m a t i v e 
s t a t u s ab i n i t i o , so t h a t p o l i c y c o n c l u s i o n s 
g e n e r a l l y a r e t a u t o l o g i c a l w i t h t h e p r e m i s e assumed. 
N o r m a t i v e w e l f a r e e c o n o m i c s , more s p e c i f i c a l l y t h e 
s o - c a l l e d new w e l f a r e e c o n o m i c s , i s a l s o h i g h l y 
c o n s o n a n t w i t h l i b e r t a r i a n i s m and l a i s s e z - f a i r e 
c o n s e r v a t i s m . 

Samuels has a l s o d i r e c t e d a t t e n t i o n t o t h e C o a s i a n v i e w o f 

2 0 1 . W.J. Samuels, " A p p r o a c h e s t o L e g a l - E c o n o m i c P o l i c y and 
R e l a t e d P r o b l e m s o-f R e s e a r c h , " op . c i t . , pp.65-66 . 

202. I b i d . , p.66; see a l s o W. 3 . Samuels, P a r e t o on P o l i c y , 
p p.183-207. 
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t h e r e l a t i o n s h i p between l a w and e c o n o m i c s , and t h e a t t e m p t s 

t o use m i c r o e c o n o m i c i d e a s i n t h e c o n s t r u c t i o n o f models o f 

p r o p e r t y r i g h t s and p u b l i c c h o i c e , o f t e n r e f e r r e d t o as t h e 

PR-PC s c h o o l . T h e J o u r n a l o f Economic I s s u e s has opened 

i t s pages t o a l a r g e number o f a r t i c l e s t o u c h i n g on t h e s e 
205 

c o n c e r n s . 

Samuels, and t h o s e who s h a r e h i s v i e w p o i n t , a r g u e t h a t t h e 

t h e o r i e s d e v e l o p e d by Coase, Buchanan, and o t h e r s a r e o b j e c t i o n 

a b l e on a number o f g r o u n d s . The C o a s i a n v i e w t h a t " t h e a l l o c 

a t i o n o f r e s o u r c e s i s i n d e p e n d e n t o f p r o p e r t y r i g h t s and 

l i a b i l i t y r u l e s , " p r o v i d e d t h a t t r a n s a c t i o n c o s t s a r e z e r o , and 

t h a t p o l i c y s h o u l d be d i r e c t e d a t r e d u c i n g t r a n s a c t i o n c o s t s 

and c r e a t i n g m a r k e t s , i s a t t a c k e d as an i n a d e q u a t e and v a l u e 

l a d e n t r e a t m e n t . 

203. W.J. Samuels, "The Coase Theorem and t h e S t u d y o f Law 
and E c o n o m i c s , " N a t u r a l R e s o u r c e s J o u r n a l 14 ( 1 9 7 4 ) : 1-33. 

204. W.J. Samuels, " I n t e r r e l a t i o n s Between L e g a l and Economic 
P r o c e s s e s , " J o u r n a l o f Law and Economics 14 ( 1 9 7 1 ) : 435-450; W.J. 
Samuels and J.M. Buchanan, "On Some F u n d a m e n t a l I s s u e s i n P o l i t i c a l 
Economy: An Exchange o f C o r r e s p o n d e n c e , " J o u r n a l o f Economic 
I s s u e s 9 ( 1 9 7 5 ) : 15-38. 

205. See p a r t i c u l a r l y 1/. P . G o l d b e r g , " P u b l i c C h o i c e - - P r o p e r t y 
R i g h t s , " J o u r n a l o f Economic I s s u e s 8 ( 1 9 7 4 ) : 555-579; D. K a n e l , 
" P r o p e r t y and Economic Power," i b i d . , pp.827-840; S. Todd L o w r y , 
" B a r g a i n and C o n t r a c t T h e o r y i n Law and Economics," J o u r n a l o f 
Economic I s s u e s 10 ( 1 9 7 6 ) : 1-22; H.H. L i e b h a f s k y , " P r i c e T h e o r y as 
J u r i s p r u d e n c e : Law and Economics C h i c a g o S t y l e , " i b i d . , pp.22-43; 
1/. P. G o l d b e r g , "Towards an Expanded Economic T h e o r y o f C o n t r a c t , " 
i b i d . , p p . 4 5 - 6 1 ; A. A l l a n Schmid, "The Economics o f P r o p e r t y R i g h t s : 
A Review A r t i c l e , " i b i d . , pp.159-168; V . P. G o l d b e r g , "Commons, 
C l a r k , and t h e E m e r g i n g P o s t - C o a s i a n Law and Eco n o m i c s , " i b i d . , 
pp.877-893; J. Lada, "An Exchange Economy w i t h L e g a l l y B i n d i n g 
C o n t r a c t : A P u b l i c C h o i c e A p p r o a c h , " i b i d . , pp.905-922; D. B r a m l e y , 
" P r o p e r t y R u l e s , L i a b i l i t y R u l e s , and E n v i r o n m e n t a l E c o n o m i c s , " 
J o u r n a l o f Economic I s s u e s 12 ( 1 9 7 8 ) : 2 3 - 4 1 ; A. R a n d a l l , " P r o p e r t y 
I n s t i t u t i o n s and Economic B e h a v i o r , " i b i d . , p p . 1 - 2 1 . 

206. W.J. Samuels, "The Coase Theorem and t h e S t u d y o f Law 
and E c o n o m i c s , " op . c i t . , p a s s i m . 



Samuels has a r g u e d t h a t t h e e x i s t e n c e o f s i g n i f i c a n t 

t r a n s a c t i o n c o s t s i s u s u a l , and t h a t , t h e r e f o r e , t h e s t r u c t u r e 

o f r i g h t s i s i m p o r t a n t i n t h e a l l o c a t i o n o f r e s o u r c e s as i t 

d e t e r m i n e s w h i c h c o s t s s h a l l be t a k e n i n t o a c c o u n t . The i m 

p o r t a n c e o f r i g h t s i s e v i d e n c e d by t h e f a c t t h e y a r e v a l u e d 

and s o u g h t a f t e r . Thus " t h e l e g a l s y s t e m d e l i m i t s t h e b a r g a i n 

i n g s y s t e m " and t h e r e s u l t i n g a l l o c a t i o n i s " s p e c i f i c t o t h e 
207 

u n d e r l y i n g r i g h t s s t r u c t u r e . " 

C o n c e r n i n g t h e PR-PC s c h o o l a t t e m p t s t o d e v e l o p p o s i t i v e 

t h e o r i e s o f g o v e r n m e n t and t h e e v o l u t i o n o f l a w , Samuels a r g u e s 

t h a t t h e r e s u l t i s p a r t i a l and i n c o m p l e t e . He c l a i m s t h a t : 
The p o l i t i c a l e c o n o m i s t . . . must s t u d y more t h a n 
c h o i c e f r o m w i t h i n o p p o r t u n i t y s e t s . . . a n d s t u d y 
t h e f o r m a t i o n o f t h e s t r u c t u r e o f o p p o r t u n i t y 
s e t s , as t h e y a r e i n t h e r e a l w o r l d . . . „ n o 

z. U • 

The f o r m a t i o n o f o p p o r t u n i t y s e t s i n v o l v e s t h e power s t r u c t u r e 

w h i c h may o p e r a t e t h r o u g h g o v e r n m e n t . I n Samuels' v i e w t h e 

i n t e r r e l a t i o n s h i p s b etween g o v e r n m e n t , t h e l a w , t h e power 

s t r u c t u r e , and t h e d i s t r i b u t i o n o f income and w e a l t h , a r e ex

t r e m e l y c o m p l e x , w i t h l i n e s o f c a u s a t i o n f r e q u e n t l y r u n n i n g i n 

more t h a n one d i r e c t i o n . 

T h i s l e a d s t o t h e c r i t i c i s m o f Coase and t h e PR-PC t h e o r i s t s 

on t h e g r o u n d s t h a t t h e i r work i s , i n r e a l i t y , a n o r m a t i v e 

r a t h e r t h a n a p o s i t i v e e n d e a v o u r . Samuels p o i n t s o u t t h a t " t h e 

f a c t t h a t t h e s t a t u s quo does e x i s t , " a s t a t u s quo w h i c h " g o v e r n -

207. I b i d . 
208. W.J. Samuels and J.H. Buchanan, "On Some F u n d a m e n t a l 

I s s u e s i n P o l i t i c a l Economy," op . c i t . , p. 29. 
209. W.J. Samuels, " I n t e r r e l a t i o n s Between L e g a l and Economic 

P r o c e s s e s , " o p . c i t . , p a s s i m . 
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ment has been used t o s u p p o r t , " does n o t "mean t h a t i t o u g h t 
210 

t o be d e f e n d e d by any r u l e l i k e t h a t o f u n a n i m i t y . " T h e i r 

f r a m e w o r k o n l y a p p r o v e s o f changes i n t h e s t r u c t u r e o f r i g h t s 

i f t h o s e changes w i l l a l l o w t h e c r e a t i o n o f a m a r k e t o r r e d u c e 

t r a n s a c t i o n s c o s t s . The p o s s i b i l i t y o f u t i l i s i n g t h e l a w as 

an i n s t r u m e n t t o a c h i e v e d i f f e r e n t d i s t r i b u t i o n s o r m a x i m i s e 

an o b j e c t i v e f u n c t i o n i s r u l e d o u t . Samuels, A l a n R a n d a l l , 

and o t h e r s have a r g u e d t h a t t h i s amounts t o t r e a t i n g r i g h t s o n l y 

as a means t o a c h i e v i n g a P a r e t o O p t i m a l a l l o c a t i o n , r a t h e r 

t h a n as a s e t o f " w o r k i n g r u l e s " s e l e c t e d t o a c h i e v e a s o c i a l l y 
211 

a c c e p t a b l e d i s t r i b u t i o n o f c o s t s and b e n e f i t s o r power. 

W h i l e no c l e a r a l t e r n a t i v e has y e t emerged f r o m t h e 

i n s t i t u t i o n a l i s t w r i t e r s i n v o l v e d i n t h i s d e b a t e , i t i s b o t h 

s u g g e s t i v e , and a c l e a r i n d i c a t i o n t h a t i n t e r e s t and c o n c e r n 

w i t h t h e i d e a s d e v e l o p e d by Commons and W i t t e a r e s t i l l s t r o n g 

and w e l l r e p r e s e n t e d w i t h i n t h e modern i n s t i t u t i o n a l i s t movement, 

IX E v a l u a t i o n . 

A l t h o u g h Commons' f r a m e w o r k has g r e a t i n t e r e s t , i t c a n n o t 

be s a i d t h a t i t r e p r e s e n t s , i n t h e f o r m he l e f t i t , an e n t i r e l y 

s a t i s f a c t o r y one. Commons' v i e w o f t h e p r o c e s s o f i n s t i t u t i o n a l 

change r e s t s on t h e i d e a s o f w i l l i n g n e s s , p u r p o s e , and r e a s o n 

a b l e n e s s . The economic s y s t e m i s c o n c e i v e d o f as c o n s i s t i n g o f 

o r g a n i s e d g r o u p s and i n d i v i d u a l s , each p u r s u i n g t h e i r own 

i n t e r e s t s , b u t c o n t r o l l e d i n t h e p u b l i c i n t e r e s t by g o v e r n m e n t 

210. W.J. Samuels and J.M. Buchanan, o p . c i t . , p p . 3 0 - 3 1 . See 
a l s o W.J. Samuels, "The Coase Theorem and t h e S t u d y o f Law and 
Ec o n o m i c s , " op . c i t . 

2 1 1 . W.J. Samuels and J.M. Buchanan, op. c i t . , p p . 3 0 - 3 1 ; A. 
R a n d a l l , op. c i t . , p.p. 8-14; H.H. L i e b h a f s k y , " P r i c e T h e o r y and 
J u r i s p r u d e n c e , " op . c i t . , p p . 3 7 - 4 1 . 



and by t h e c o u r t s w h i c h make and remake t h e common law on t h e 

b a s i s o f t h e p r i n c i p l e o f r e a s o n a b l e n e s s . The c o u r t s ' d e f i n 

i t i o n o f r e a s o n a b l e n e s s " a r t i f i c i a l l y " s e l e c t s d e s i r a b l e f r o m 

u n d e s i r a b l e p r a c t i c e s and t h e r e f o r e shapes t h e p r o c e s s o f eu-

o l u t i o n . 

The f i r s t d i f f i c u l t y w i t h t h i s v i e w i s t h a t t h e c o n c e p t 

o f r e a s o n a b l e n e s s can o n l y be d e f i n e d i n r e l a t i o n t o c u r r e n t 

p r a c t i c e s . Hence, t h e b a s i s f o r t h e " a r t i f i c i a l " s e l e c t i o n a r e 

p r a c t i c e s t h a t have a l r e a d y been s e l e c t e d . The q u e s t i o n i n 

essence i s w h e t h e r t h e l e g a l s t a n d a r d i s a cause o r an e f f e c t 

o f economic e v o l u t i o n . B o t h M.A. Copeland and J.M. C l a r k have 
21 2 

p o i n t e d t o t h i s p r o b l e m , and I . L . S harfman has a r g u e d t h a t 
l e g a l e v o l u t i o n i s t o be seen more c o r r e c t l y as a r e s p o n s e t o 

213 
changes i n economic c o n d i t i o n s and t h e o r y . Sharfman t a k e s 
t h i s l a s t a r g u m e n t a s t a g e f u r t h e r when he a r g u e s t h a t : 

. . . i t a p p e a r s i m p r o b a b l e t h a t t h e r e a l m o f l a w 
w i l l p r o v i d e a b a s i s f o r t h e r a d i c a l r e c o n s t r u c t i o n 
o f economic t h e o r y . On t h e c o n t r a r y , i t i s much 
more l i k e l y t h a t t h e c o u r s e o f l e g a l d e v e l o p m e n t 
w i l l be e f f e c t i v e l y i n f l u e n c e d by t h e l a b o r s o f 
e c o n o m i s t s w i t h i n t h e i r own domain. 2*\i\ 

Commons, o f c o u r s e , does n o t s u g g e s t t h a t economic c h a n g e s ; 

f o r i n s t a n c e t h e w i d e n i n g o f m a r k e t s , t h e i n d u s t r i a l r e v o l u t i o n , 

t h e d e v e l o p m e n t o f t h e c r e d i t s y s t e m ; a r e n o t i m p o r t a n t c a u s a l 

e l e m e n t s , b u t t h e l a w i s g i v e n t h e key r o l e i n s h a p i n g t h e s e 

d e v e l o p m e n t s . The d i f f i c u l t y h e r e i s i f economic o r t e c h n o l o g i c a 

212. M.A. C o p e l a n d , o p . c i t . , p.343; J . M . C l a r k , The S o c i a l 
C o n t r o l o f B u s i n e s s , p.123. 

213. J.M. C l a r k , o p . c i t . , p.123; I . L . S h a r f m a n , "Commons' 
L e g a l F o u n d a t i o n s o f C a p i t a l i s m , " Q u a r t e r l y J o u r n a l o f Economics 
39 ( 1 9 2 5 ) : 3 1 1 . 

214. I . L . S h a r f m a n , op . c i t . , p . 3 1 1 . 



f a c t o r s a r e i m p o r t a n t t h e n d o u b t s must be r a i s e d c o n c e r n i n g 

t h e adequacy o f t h e p r i n c i p l e o f w i l l i n g n e s s . To what e x t e n t 

can t h e i n d u s t r i a l r e v o l u t i o n o r t h e d e v e l o p m e n t o f t h e c r e d i t 

s y s t e m be seen as t h e outcome o f c o n s c i o u s human p u r p o s e ? As 

S e c k l e r has a r g u e d , Commons seems unaware o f t h e i m p o r t a n c e o f 
215 

t h e u n i n t e n d e d c o n s e q u e n c e s o f i n t e n d e d a c t i o n . I t i s w o r t h 

n o t i n g t h a t a l t h o u g h Commons i n c l u d e d c u s t o m i n h i s d e f i n i t i o n 

o f i n s t i t u t i o n s , he i n f a c t c o n f i n e d h i s a n a l y s i s t o o r g a n i s e d 

i n s t i t u t i o n s and t h e l a w . To i n c l u d e c u s t o m a r y b e h a v i o u r i n 

t h e same manner as V e b l e n d i d w o u l d a g a i n t h r o w t h e r o l e o f 

w i l l i n g n e s s i n t o d o u b t . The r o l e o f c u s t o m , o r , i n d e e d , o f 

l e g a l p r e c e d e n t o r p o l i t i c a l power, i n p r e v e n t i n g o r h i n d e r i n g 

d e s i r a b l e c h a n g e s , i s n o t o f t e n e v i d e n t i n Commons' work, a 

f a c t t h a t i l l u s t r a t e s t h e t e n d e n c y f o r t h e n o r m a t i v e e l e m e n t s 

i n Commons' work t o c o n f u s e and o b s c u r e t h e p o s i t i v e . 

A n o t h e r i l l u s t r a t i o n o f t h e power o f t h e n o r m a t i v e e l e m e n t s 

i n Commons' i d e a s , and t h o s e t a k e n up by h i s f o l l o w e r s , i s t o 

be f o u n d i n t h e i r c o n t i n u e d a t t a c h m e n t t o t h e i d e a o f t h e 

e q u a l i s a t i o n o f b a r g a i n i n g power l e a d i n g t o more r e a s o n a b l e 

o u t c o m e s . As Hawley n o t e s , t h e e x p e r i e n c e o f t h e New D e a l w o u l d 

s u g g e s t t h a t t h e f o r m a t i o n o f new o r g a n i s a t i o n s may l e a d t o each 

g r o u p a t t e m p t i n g t o g a i n monopoly power and t o g a i n "a l a r g e r 
216 

p i e c e o f a p i e " t h a t i s n o t n e c e s s a r i l y g a i n i n g i n s i z e . 

G a l b r a i t h has a l s o abandoned t h e n o t i o n o f c o u n t e r v a i l i n g power 

215. D. S e c k l e r , "The N a i v e t e o f John R. Commons," W e s t e r n 
Economic J o u r n a l 4 ( 1 9 6 6 ) : 261-267. Commons f r e q u e n t l y o v e r s t a t e d 
t h e r o l e o f p u r p o s e and i n t e n t . See f o r i n s t a n c e J.R. Commons, 
The L e g a l F o u n d a t i o n s o f C a p i t a l i s m , pp.367-377. 

216. E.H. Hawley, o p . c i t . , pp.483-484. 
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as a r e g u l a t i n g f o r c e , as i n G a l b r a i t h ' s more r e c e n t a n a l y s i s 

t h e e x i s t e n c e o f monopoly power on b o t h s i d e s o f t h e l a b o u r 

m a r k e t may s i m p l y r e s u l t i n i n f l a t i o n r a t h e r t h a n " r e a s o n a b l e 
217 

s t a b i l i z a t i o n . " N e v e r t h e l e s s , t h e i d e a t h a t e q u a l b a r g a i n 

i n g power can c r e a t e " j u s t i c e " i s s t i l l e v i d e n t i n t h e w r i t i n g s 
218 

o f t h o s e i n t h e Commons' wing o f i n s t i t u t i o n a l i s m . 

O l s o n has t a k e n t h e c r i t i c i s m o f Commons' v i e w o f c o l l e c t i v e 

a c t i o n f u r t h e r i n h i s a r g u m e n t t h a t t h e r e i s a l o g i c a l i n c o n 

s i s t e n c y i n t h e i d e a o f a g r o u p c o n s i s t i n g o f s e l f i n t e r e s t e d 

i n d i v i d u a l s . T h i s i n c o n s i s t e n c y i s t h a t i n d i v i d u a l s i n t e r s t e d 

i n p r o t e c t i n g t h e i r own i n t e r e s t s may " n o t v o l u n t a r i l y make 
s a c r i f i c e s t o h e l p t h e i r g r o u p . " T h e r e f o r e t h e g r o u p may r e m a i n 

219 
" l a t e n t . " A l s o : 

S i n c e r e l a t i v e l y s m a l l g r o u p s w i l l f r e q u e n t l y be 
a b l e v o l u n t a r i l y t o o r g a n i s e and a c t i n s u p p o r t o f 
t h e i r common i n t e r e s t s , and s i n c e l a r g e g r o u p s w i l l 
n o r m a l l y n o t be a b l e t o do so, t h e outcome o f t h e 
p o l i t i c a l s t r u g g l e among t h e v a r i o u s g r o u p s i n s o c i e t y 
w i l l n o t be s y m m e t r i c a l . 

T h e r e i s a n o t h e r weakness w i t h Commons' i d e a o f r e a s o n a b l e 

ness w h i c h has been p o i n t e d o u t by A.L. H a r r i s . 
I n Commons' use, t h e i d e a o f r e a s o n a b l e v a l u e i s 
b r o a d e n e d t o mean t h e e x e r c i s e o f " r e a s o n a b l e 
power" and t o i n c l u d e such t h i n g s as " r e a s o n a b l e 
s a f e t y , " " r e a s o n a b l e wage" and " r e a s o n a b l e c o n d u c t 
o f p u b l i c o f f i c i a l s and c i t i z e n s . " I f , as B o n b r i g h t 
s u g g e s t s , t h e d o c t r i n e o f r e a s o n a b l e v a l u e has been 

217. See J.K. G a l b r a i t h , A m e r i c a n C a p i t a l i s m , pp.133-136, 
195-208, and O.K. G a l b r a i t h , Economics and t h e P u b l i c P u r p o s e 
( B o s t o n , 1 9 7 3 ) , pp.182-197, 318. 

218. See J. B a r b a s h , "The L e g a l F o u n d a t i o n s o f C a p i t a l i s m and 
t h e L a b o r Movement," J o u r n a l o f Economic I s s u e s .10 ( 1 9 7 6 ) : 799-810. 

219. M. O l s o n , The L o g i c o f C o l l e c t i v e A c t i o n ( C a m b r i d g e , 
Mass., 1 9 7 3 ) , pp.125-126. 

220. I b i d . , p.127. 
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f u l l o f a m b i g u i t y and i s now o f u n c e r t a i n s t a t u s i n 
f e d e r a l a d j u d i c a t i o n o f u t i l i t y r a t e m a k i n g , one s h o u l d 
be e x t r e m e l y s k e p t i c a l o f Commons' t h e o r y w h i c h 
expands t h e meaning o f t h e d o c t r i n e i n t o a r e g u l a t o r y 
p r i n c i p l e f o r t h e economy as a whole and makes t h e 
C o u r t t h e f i n a l a r b i t e r i n t h e a p p l i c a t i o n o f t h e 
p r i n c i p l e . 2 ^ 

Commons' o v e r s t a t e m e n t o f h i s p r i n c i p l e o f w i l l i n g n e s s and 

t h e r o l e o f l a w a r e i m p o r t a n t weaknesses i n h i s l e g a l / e c o n o m i c 

f r a m e w o r k , b u t t h e r e a r e o t h e r s . Commons' f r a m e w o r k i s f r e q u e n t 

l y c o n v o l u t e d , d i f f i c u l t , and l a c k i n g i n a n a l y t i c and p r e d i c t i v e 

v a l u e . Most o f Commons' s u b s t a n t i v e s t a t e m e n t s a b o u t t h e n a t u r e 

o f t h e economy c o u l d have been p r e s e n t e d i n s i m p l e r f o r m , and 

even some o f Commons' b a s i c d i s t i n c t i o n s , such as t h e v a r i o u s 

t y p e s o f t r a n s a c t i o n s , a r e d i f f i c u l t t o m a i n t a i n on c l o s e exam

i n a t i o n . G i v e n t h e c l o s e i n t e r a c t i o n b e t w e e n f a c t o r m a r k e t s , 

income d i s t r i b u t i o n , and t h e i n p u t c o m b i n a t i o n s used by f i r m s , 

t h e d i s t i n c t i o n s b etween r a t i o n i n g , b a r g a i n i n g , and m a n a g e r i a l 

t r a n s a c t i o n s seem i m p o s s i b l e t o m a i n t a i n e x c e p t i n l e g a l i s t i c 

t e r m s . 

P r e d i c t i o n , t o o , i s a p r o b l e m g i v e n t h e m e t h o d o l o g y Commons 

f o l l o w e d and h i s emph a s i s on " u n d e r s t a n d i n g . " Y et Commons, as 

a p r a g m a t i s t i n t e r e s t e d i n p o l i c y , d e s i r e d t o " p r e d i c t " c o n s e q -
222 

u e n c e s . Commons' m e t h o d o l o g y l e d him, and t h o s e who f o l l o w e d 
him, i n t o an e x t r e m e a n t i - f o r m a l i s m and a c o n f u s i o n between t h e 

223 
p o s i t i v e and n o r m a t i v e . Commons' v i e w o f t h e p o t e n t i a l r o l e 

2 2 1 . A.L. H a r r i s , Economics and S o c i a l Reform, p.269. 
222. J.R. Commons, I n s t i t u t i o n a l E c o n o m i c s , pp.100-102. 
223. See f o r i n s t a n c e E.E. W i t t e , " I n s t i t u t i o n a l E c onomics 

as Seen by An I n s t i t u t i o n a l E c o n o m i s t , " o p . c i t . , p a s s i m ; N.L. 
S i l v e r s t e i n , "An A p p r a i s a l o f I n s t i t u t i o n a l E c o n o m i c s : Comment," 
A m e r i c a n Economic Review 22 ( 1932) : 26.8-26.9;, F..;P.; H a l l , . "Toward 
U n d e r s t a n d i n g I n s t i t u t i o n a l i s m , " I n d i a n J o u r n a l o f Economics 37 
( 1 9 6 0 ) : 177-186; and most r e c e n t l y C.K. W i l b e r and D.S. H a r r i s o n ; 
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o f c o l l e c t i v e o r g a n i s a t i o n s and " i n d u s t r i a l g o v e r n m e n t " i s 

n o t a t e s t a b l e h y p o t h e s i s . I n p r a c t i c e t h e e m p h a s i s on 

p r e d i c t i o n i n t h e work o f p r a g m a t i c i n s t i t u t i o n a l i s t s becomes 

an e s p o u s a l o f " e x p e r i m e n t a t i o n , " w h i c h as f a r as p o l i c y goes 

seems t o be l i t t l e more t h a n a " t r y i n g o u t " o f i d e a s . T h a t 

such e x p e r i m e n t a t i o n may l e a d t o i r r e v e r s i b l e o r u n f o r e s e e n 

c o n sequences does n o t a p p e a r t o w o r r y Commons, who r e f e r s t o 

a w i l l i n g n e s s t o " t a k e c h a n c e s . " I t i s s u r e l y t h e case t h a t 

p a r t o f t h e j u s t i f i c a t i o n o f f o r m a l model b u i l d i n g i s t h a t i t 
224 

can h e l p t o a v o i d t h e need t o t a k e such c h a n c e s . 

T h e r e i s , however, some e v i d e n c e t h a t w i t h w r i t e r s such 

as Warren Samuels t h e r e i s a t l e a s t a r e c o g n i t i o n o f t h e s e 

p r o b l e m s . Thus Samuels i s c o n c e r n e d w i t h b o t h p r e d i c t i o n and 

" i n t e r p r e t a t i o n , " w i t h a t t e m p t i n g t o d i s t i n g u i s h p o s i t i v e 

s t a t e m e n t s f r o m n o r m a t i v e ones, and i s d e e p l y aware o f t h e h i g h 

l y complex n a t u r e o f l e g a l - e c o n o m i c p r o c e s s e s . N e v e r t h e l e s s , 

one can o n l y a g r e e w i t h Samuels t h a t a d v a n c e s t o w a r d a more 

s a t i s f a c t o r y t r e a t m e n t o f l e g a l - e c o n o m i c i n t e r r e l a t i o n s h i p s 
225 

" w o u l d be no mean f e a t . " 

"The M e t h o d o l o g i c a l B a s i s o f I n s t i t u t i o n a l E c o n o m i c s , " J o u r n a l o f 
Economic I s s u e s 12 ( 1 9 7 8 ) : 61-89. 

224. See F. K n i g h t , "The New Economics and t h e C o n t r o l o f 
Economic A c t i v i t y , " o p . c i t . , p.476; and J.R. Commons, I n s t i t u t i o n a l 
E c o n o m i c s , p.102. 

225. See W.J. Samuels, " A p p r o a c h e s t o L e g a l - E c o n o m i c P o l i c y 
and R e l a t e d P r o b l e m s o f R e s e a r c h , " o p . c i t . , p a s s i m . 



CHAPTER B 

REXFORD G. TUGWELL: 

INSTITUTIONALISE AND ECONOMIC PLANNING 

R.G. T u g i u e l l mas a p u p i l o f S.N. P a t t e n ' s a t t h e Whar t o n 

S c h o o l , and he r e m a i n e d h e a v i l y i n f l u e n c e d by some o f P a t t e n ' s 
1 

i d e a s , most p a r t i c u l a r l y t h e n o t i o n o f p o t e n t i a l a bundance. 

T u g i u e l l , h owever, d i d n o t a t t e m p t t o f o l l o w P a t t e n ' s c o n v o l u t e d 

t h e o r e t i c a l f r a m e w o r k b u t f o l l o w e d a l i n e t h a t was h e a v i l y 

i n f l u e n c e d by Dewey's p r a g m a t i s m and t h e i d e a s o f l / e b l e n , 
2 

M i t c h e l l , and o t h e r s . 

T u g w e l l ' s c a r e e r i n c l u d e d a l e n g t h y p e r i o d a t C o l u m b i a 

U n i v e r s i t y w h i c h b r o u g h t him i n t o c o n t a c t w i t h o t h e r f a c u l t y 

1. For b i o g r a p h i c a l i n f o r m a t i o n and a summary o f T u g w e l l ' s 
t h o u g h t see J. Dorfma n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
5: 502-515; A. Gruchy, Modern Economic T h o u g h t , pp.405-470; B. 
S t e r n s h e r , R e x f o r d Guy T u g w e l l and t h e New D e a l (New B r u n s w i c k , 
1 9 6 4 ) , pp.3-25; M. Mann, " R e x f o r d Guy T u g w e l l , I n s t i t u t i o n a l 
E c o n o m i s t , " (M.A. t h e s i s , B o s t o n U n i v e r s i t y , 1 9 5 2 ) , pp.1-49. For 
T u g w e l l ' s v i e w s on P a t t e n see R.G. T u g w e l l , " N o t e s on t h e L i f e 
and Work o f Simon N e l s o n P a t t e n , " J o u r n a l o f P o l i t i c a l Economy 31 
( 1 9 2 3 ) : 153-208. 

2. See R.G. T u g w e l l , " V e b l e n and B u s i n e s s E n t e r p r i s e , " The 
New R e p u b l i c 98 ( 1 9 3 9 ) : 215-219; R.G. T u g w e l l , "Wesley M i t c h e l l : 
An E v a l u a t i o n , " The New R e p u b l i c 92 ( 1 9 3 7 ) : 238-240; R.G. T u g w e l l , 
"The New D e a l : The P r o g r e s s i v e T r a d i t i o n , " W e s t e r n P o l i t i c a l 
Q u a r t e r l y 30 ( 1 9 5 0 ) : 390-427; R .G. T u g w e l l , T... Munroe, and R.E. 
S t r y k e r , A m e r i c a n Economic L i f e and t h e Means o f i t s I m p r o v e m e n t 
(New Y o r k , 1 9 2 5 ) ; and R.G. T u g w e l l and H.C. H i l l , Our Economic 
S o c i e t y and I t s P r o b l e m s (New Y o r k , 1 9 3 4 ) . 
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members such as W.C. M i t c h e l l , J. Dewey, H. T a y l o r , G. Means, 

F.C. M i l l s , and A.A. Berle."" 5 T u g a / e l l mas a l s o v e r y c l o s e l y 

i n v o l v e d w i t h t h e New D e a l , f i r s t o f a l l as a member o f t h e 

s o - c a l l e d " b r a i n s t r u s t " w i t h A.A. B e r l e , ^ and l a t e r as 
5 

A s s i s t a n t S e c r e t a r y i n t h e D e p a r t m e n t o f A g r i c u l t u r e . Tug-

w e l l ' s v i e w s on t h e d e p r e s s i o n a r e o f p a r t i c u l a r i n t e r e s t as 

t h e y show s i m i l a r i t i e s t o i d e a s e x p r e s s e d by Hobson and F o s t e r 

and C a t c h i n g s : i d e a s t h a t have been seen by L. K l e i n as an

t i c i p a t i n g K e y n e s i a n macro t h e o r y . ^ 

T u g w e l l , h o wever, went f u r t h e r t h a n Keynes was t o go i n 

t h e r o l e he gave t o t h e s t a t e . T u g w e l l a d v o c a t e d t h e use o f 

N a t i o n a l P l a n n i n g and h i s i n t e r e s t i n a g r i c u l t u r e t o o k him on 
7 

a v i s i t t o t h e U.S.S.R. These i d e a s and a c t i o n s l e d t o 

T u g w e l l b e i n g a c c u s e d o f s o c i a l i s t and t o t a l i t a r i a n l e a n i n g s ; 

c r i t i c i s m s t h a t were combined w i t h o t h e r s c h a r a c t e r i s i n g him 

3 . 3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
5: 502. 

4. R.G. T u g w e l l , The B r a i n s T r u s t (New Y o r k , 1 9 6 8 ) ; B. 
S t e r n s h e r , o p . c i t . , pp.39-50. 

5. R.G. T u g w e l l , R o o s e v e l t ' s R e v o l u t i o n (New Y o r k , 1 9 7 7 ) ; 
B. S t e r n s h e r , o p . c i t . , pp.170-222. 

6. See p a r t i c u l a r l y , R.G. T u g w e l l , "The P r o g r e s s i v e O r t h o d o x y 
o f F r a n k l i n D. R o o s e v e l t , " E t h i c s 64 ( 1 9 5 3 ) : 1-23; R.G. T u g w e l l , 
"When C o r p o r a t i o n s Save" i n The B a t t l e f o r Democracy (New Y o r k , 
1 9 3 5 ) , pp.187-193; R.G. T u g w e l l , "The Road t o Economic R e c o v e r y , " 
E x t e n s i o n S e r v i c e Review 5 ( 1 9 3 4 ) : 33-34, 46; B. S t e r n s h e r , o p . c i t . , 
p p.133-138; R.G. T u g w e l l , The D e m o c r a t i c R o o s e v e l t (New Y o r k , 
1 9 5 7 ) , pp.443-449. L. K l e i n , The K e y n e s i a n R e v o l u t i o n ( L o n d o n , 
1 9 5 0 ) , pp.135-140. 

7. See 3. D o r f m a n , The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 
5: 764-767; R.G. T u g w e l l , " R u s s i a n A g r i c u l t u r e " i n S. Chase, ed. , 
S o v i e t R u s s i a i n t h e Second Decade (New Y o r k , 1 9 2 8 ) ; R.G. T u g w e l l , 
The P l a c e o f P l a n n i n g i n S o c i e t y (San J u a n , 1 9 5 4 ) ; R.G. T u g w e l l , 
"Communism: R e a l i t y and T h e o r y , " The New R e p u b l i c 54 ( 1 9 2 8 ) : 22-23; 
R.G. T u g w e l l , " A m e r i c a ' s War Time S o c i a l i s m , " The N a t i o n 124 
( 1 9 2 7 ) : 364-367; and R.G. T u g w e l l , "The P r i n c i p l e o f P l a n n i n g and 
t h e I n s t i t u t i o n o f L a i s s e z F a i r e , " A m e r i c a n Economic Review 22, 
supp. ( 1 9 3 2 ) : 75-92. 



as an academic "dreamer" o r " u t o p i a n " u/ho had no p l a c e i n 

g o u e r n m e n t . ̂  

I T u g w e l l on t h e Scope and Method o f Economics. 

T u g u j e l l ' s v i e w s on t h e scope and method o f e c o n o m i c s stem 

d i r e c t l y f r o m h i s e v o l u t i o n a r y and i n s t r u m e n t a l i s t p h i l o s o p h y . 

He i n s i s t e d on t h e dynamic and e v o l v i n g n a t u r e o f human s o c i e t y , 

and on t h e p o t e n t i a l r o l e o f i n t e l l i g e n c e i n s h a p i n g t h e f u t u r e 
9 

c o u r s e o f e v o l u t i o n a r y c h ange. I n T u g u j e l l ' s v i e w t h e m a j o r 

dynamic f o r c e i n c o n t e m p o r a r y A m e r i c a n s o c i e t y was t h e r a p i d 

g r o w t h o f i n d u s t r i a l t e c h n i q u e and p r o d u c t i v i t y , and t h i s gave 

e c o n o m i c s t h e c e n t r a l p a r t t o p l a y i n t h e d i r e c t i o n o f s o c i a l 

c hange. 

O r t h o d o x economic t h e o r y T u g w e l l c h a r a c t e r i s e d as q u i t e 

u n s u i t e d t o t h e t a s k o f s o c i a l c o n t r o l . He a r g u e d t h i s on t h e 

g r o u n d s t h a t o r t h o d o x t h e o r y was based on a t h e o r y o f human 

n a t u r e t o o s i m p l i s t i c t o be u s e f u l i n p r e d i c t i n g b e h a v i o u r , and 

t h a t i t i g n o r e d t h e p o s s i b i l i t y o f c o n s c i o u s l y a l t e r i n g economic 
11 

and s o c i a l c o n d i t i o n s . T u g w e l l c l a i m e d t h a t o r t h o d o x t h e o r y 

amounted t o l i t t l e more t h a n a " l o g i c a l e x e r c i s e , " d i v o r c e d 

f r o m a c t u a l i t i e s ; a " d i a l e c t i c a l d i l e t t a n t e i s m " i n f u s e d w i t h 

" m e t a p h y s i c a l u n r e a l i t y . " He a l s o f e l t t h a t o r t h o d o x t h e o r y was 
1 2 

f r e q u e n t l y used i n a n o r m a t i v e l y b i a s e d f a s h i o n . 
T u g u j e l l ' s own p o s i t i o n r e l i e d h e a v i l y on t h e p r a g m a t i s m and 

8. B. S t e r n s h e r , o p . c i t . , pp.337-369. 
9. R.G. T u g w e l l , " E x p e r i m e n t a l E c o n o m i c s , " i n The T r e n d o f 

E c o n o m i c s , pp.371-394. 
10. I b i d . , pp.388-394. 
1 1 . I b i d . , pp.390-393. 
12. I b i d . , p.393. For some c r i t i c i s m o f T u g u j e l l ' s v i e w s o 

o r t h o d o x y , see A.A. Young, "The T r e n d o f Economics as Seen by 
Some A m e r i c a n E c o n o m i s t s , " o p . c i t . , pp.169-170. 
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i n s t r u m e n t a l i s m o f John Dewey. He a r g u e d t h a t e c o n o m i c s 

s h o u l d r e l y l e s s on p r i n c i p l e s and more on c o n s e q u e n c e s , con

c e r n i t s e l f w i t h t h e f a c t s o f A m e r i c a n l i f e , t a k e a c c o u n t o f 

t h e complex n a t u r e o f human b e h a v i o u r and m o t i v a t i o n , be d i r e c t e d 

t o w a r d t h e g o a l o f g r e a t e r w e l f a r e , and r e c o g n i s e i t s e t h i c a l 

n a t u r e . Such an e c o n o m i c s T u g w e l l c a l l e d e x p e r i m e n t a l e c o n o m i c s , 

and e x p e r i m e n t a l e c o n o m i c s was " s c i e n t i f i c . " A l t h o u g h T u g w e l l 

r e g a r d e d s o c i a l s c i e n c e , because o f i t s c o n c e r n w i t h human 

d e s i r e s and i d e a s , as b e i n g i n some ways d i f f e r e n t f r o m n a t u r a l 
1 3 

s c i e n c e , e x p e r i m e n t a l i s m was h i s s i n g l e c r i t e r i o n f o r t h e 
d e m a r c a t i o n o f s c i e n c e . Thus: 

The whole c o n c e p t i o n o f s c i e n c e t h e n . . . i s 
e x p e r i m e n t a t i o n . S c i e n t i s t s have l e a r n e d t o 
d i s t r u s t p r e m i s e s and t o depend upon c o n s e q u e n c e s . 
And i n s o c i a l s c i e n c e t h i s i s bound t o i n v o l v e 
s o c i a l f a c t s as t h e y a r e t o be o b s e r v e d i n a 
g o i n g s o c i e t y . These f a c t s a r e t h e c o n s e q u e n c e s . 
T h e o r y must have r e f e r e n c e t o them i f i t i s t o be 
u s e f u l . ^ 

T h i s d i s t r u s t o f t h e e s t a b l i s h e d p r e m i s e s and p r i n c i p l e s 

o f e c o n o m i c s was s t r e s s e d even more when T u g w e l l a r g u e d t h a t : 

The t r u t h i s , o f c o u r s e t h a t s o c i a l s c i e n c e 
has as y e t no u s e f u l p r i n c i p l e s o f i t s own... 
Those a r e v e r y few who a r e w i l l i n g t o a d m i t t h a t 
t h e i r s u b j e c t i s s t i l l a t t h e t r i a l and e r r o r 
s t a g e when e x p e r i m e n t , however d i f f i c u l t and b l i n d , 
i s e v e r y t h i n g and p r i n c i p l e s a r e n o t h i n g . S o c i a l 
s c i e n c e i s a s c i e n c e , i n d e e d , o n l y i n t h e sense 
t h a t t h e r e i s an a t t e m p t a f o o t t o e s t a b l i s h some 
u n i f o r m i t i e s and r e l a t i o n s i n t h e f i e l d o f s o c i a l 
k n o w l e d g e , n o t a t a l l i n t h e sense t h a t i t has 
p r e m i s e s , p r o c e d u r e s , o r a c c u m u l a t i o n s o f d a t a w i t h 
w h i c h i t can p r o c e e d w i t h any c o n f i d e n c e i n t h e 
a t t a i n m e n t o f r e s u l t s M C 

13. R.G. T u g w e l l , "Economics as 
J o u r n a l o f P h i l o s o p h y 25 ( 1 9 2 8 ) : 3 1 . 

14. R.G. T u g w e l l , " E x p e r i m e n t a l 
15. R.G. T u g w e l l , "Economics as 

op . c i t . , p.34. 

t h e S c i e n c e o f E x p e r i e n c e , " 

E c o n o m i c s , " 
t h e S c i e n c e 

ip . c i t . , p . 395 
o f E x p e r i e n c e , " 
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T h i s " e x p e r i m e n t a l " a t t i t u d e a l s o comes f r o m t h e i d e a 

t h a t t h e e v o l u t i o n a r y n a t u r e o f s o c i e t y makes t h e p r e m i s e s 

and p r i n c i p l e s o f o r t h o d o x e c o n o m i c s l e s s t h a n u s e f u l as 

" n o t h i n g can be t a k e n as a b s o l u t e any more," w i t h t h e r e s u l t 

t h a t "we have ceased t o l o o k f o r u l t i m a t e s and t u r n e d t o t h e 
1 6 

s e a r c h f o r e x p e d i e n t s . " Due t o t h e f a c t t h a t e c o n o m i c s had 

n o t y e t d e v e l o p e d any u s a b l e p r i n c i p l e s , e c o n o m i s t s must t u r n 

t o e x p e r i m e n t a t i o n and r e s e a r c h i n t o a c t u a l e conomic c o n d i t i o n s . 

T u g w e l l , however, d i d n o t r u l e o u t t h e use o f d e d u c t i v e 

m e t h o d s , b u t was c o n c e r n e d t h a t d e d u c t i v e t h e o r i s i n g t a k e 

p l a c e on a f i r m e r f a c t u a l f o u n d a t i o n , and t h a t i t be d i r e c t e d 
1 7 

t o t h e end o f i m p r o v i n g w e l f a r e . D e d u c t i o n , f o r T u g w e l l , 

had t h e r o l e o f p o i n t i n g o u t "new and p o s s i b l e ways o f p r o g r e s s " 

w h i l e " i n d u c t i o n " and " e x p e r i m e n t " were t o a s s e s s t h e w o r t h 
1 8 

o f such p r o p o s a l s . T u g w e l l saw t h e g e n e r a l uses o f " i n d u c t i o n " 

i n e c o n o m i c s as ( 1 ) t o a s s i s t i n l a y i n g down p r o b a b l e t r e n d s ; 

( 2 ) t o a s s i s t i n g a u g i n g p r o b a b l e r e s u l t s o f d e p a r t u r e f r o m 

p r e s e n t p r a c t i c e ; ( 3 ) t o a s s e s s t h e g a i n s o r l o s s e s t o be made 

f r o m new methods o r new programmes; and t h e c o s t s o r g a i n s o f 

p a s t and f u t u r e uses o f o l d m e t h o d s ; ( 4 ) t o f u r n i s h t h e m a t e r i a l 

f o r c o n s t r u c t i v e p r o p o s a l s f o r b e t t e r m e n t ; and ( 5 ) t o t e s t t h e 

a c t u a l r e s u l t s o f p r o p o s e d programmes as t h e y come i n t o use so 

t h e y may be c o n s c i o u s l y e x t e n d e d o r r e s t r i c t e d as t h e y d e v e l o p 
16. R.G. T u g w e l l , " E x p e r i m e n t a l E c o n o m i c s , " o p . c i t . , pp.394-

395 . 
17. I b i d . , pp.398-403. See a l s o R.G. T u g w e l l , "Economic 

T h e o r y and P r a c t i c e - - D i s c u s s i o n , " A m e r i c a n Economic Review 13, 
supp. ( 1 9 2 3 ) : 107-109. Here T u g w e l l e q u a t e s " t h e o r y " w i t h " t h i n k 
i n g a b o u t ways i n w h i c h o u r i n s t i t u t i o n s can be made t o work 
b e t t e r . " 

18. R.G. T u g w e l l , " E x p e r i m e n t a l E c o n o m i c s , " o p . c i t . , p.400. 
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w e l l o r i l l . Any e m p i r i c a l work i s " i n d u c t i o n . " 

I n d u c t i o n and d e d u c t i o n t h e r e f o r e a p p e a r t o have a j o i n t 

r o l e i n T u g w e l l ' s scheme, and h i s hope was t h a t as " t h e methods 

o f i n d u c t i o n become c l e a r e r and as t h e r e s u l t s a p p e a r i n more 

u n d e r s t a n d a b l e f o r m " t h e d e d u c t i v i s t w o u l d be a b l e t o " p r o j e c t 

h i s r e c o n s t r u c t i v e dreams w i t h o u t b e i n g a l t o g e t h e r s u b j e c t t o 

t h e o l d d a n g e r o f t h e t h e o r i s t - - t h a t he may be p r o j e c t i n g a 

f u t u r e t h a t has no p o s s i b i l i t y o f e v e n t u a t i o n o r t h a t w o u l d 

a c t u a l l y n o t be d e s i r a b l e i n v i e w o f i t s d e t a i l e d n a t u r e and 

r e s u l t s . " ^ 

Much o f T u g w e l l ' s hope f o r t h e f u t u r e , and many o f h i s 

c r i t i c i s m s o f o r t h o d o x t h e o r y and c o n t e m p o r a r y A m e r i c a n i n s t i t u t i o n s , 

came f r o m h i s v i e w o f human n a t u r e . T u g w e l l a r g u e d t h a t econ

omics must be based on some n o t i o n o f human n a t u r e , b u t t h a t t h e 

f o u n d a t i o n g i v e n by hedonism o r by t h e o r i e s o f r a t i o n a l c h o i c e 
21 

were q u i t e i n a d e q u a t e . T u g w e l l f e l t t h a t a more modern 

p s y c h o l o g y was r e q u i r e d i n - o r d e r t o u n d e r s t a n d f u l l y what m o t i v 

a t i o n a l f o r c e s w o u l d be e f f e c t i v e , and t h e f u l l r a n g e o f human 

g o a l s , n e eds, and i d e a l s . 

I n h i s s e a r c h f o r a s u i t a b l e p s y c h o l o g i c a l b a s i s T u g w e l l , 

f o l l o w i n g V e b l e n , began w i t h a t h e o r y o f " e l e m e n t a l t e n d e n c i e s " 
22 

o r " i n s t i n c t s . " These i n s t i n c t s gave t h e ends o r " g e n e r a l 
23 

d i r e c t i o n s " o f human c o n d u c t . Reason c e r t a i n l y p l a y e d a p a r t 

19. I b i d . , pp.409-410. 
20. I b i d . , p.402. 
2 1 . I b i d . , pp.407-408; R.G. T u g w e l l , "Human N a t u r e i n 

Economic T h e o r y , " J o u r n a l o f P o l i t i c a l Economy 30 ( 1 9 2 2 ) : 317-345; 
R.G. T u g w e l l , "Human N a t u r e and S o c i a l Economy I and I I , " J o u r n a l 
o f P h i l o s o p h y 27 ( 1930),: 449-457, 477-492. 

22. R.G. T u g w e l l , . "Human N a t u r e i n Economic T h e o r y , " o p . c i t . , 
pp.317-318, 378. 

23. I b i d . , p.328. 
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i n t h i s t h e o r y , b u t r e a s o n o r " r e f l e c t i o n " was n o t t h e 

" o r i g i n a t o r o f c o n d u c t ; " o n l y "an a d j u s t o r " o r " m o d i f i e r " 

o f c o n d u c t w h i c h a l l o w e d f o r t h e r e p r e s s i o n o f c e r t a i n "un

d e s i r a b l e modes o f a c t i o n " and c l e a r e d " t h e way f o r a c c e p t a b l e 

24 

r e s p o n s e s . " T u g w e l l d i d n o t a t t e m p t t o c l o s e l y s p e c i f y 

t h e s e e l e m e n t a l t e n d e n c i e s o r i n s t i n c t s , a l t h o u g h , a t t i m e s , 

he s u g g e s t e d men were " p r e d o m i n a n t l y c o - o p e r a t i v e . " I n one 

a r t i c l e T u g w e l l came v e r y c l o s e t o a V/eblenian i n s t i n c t o f 

w o r k m a n s h i p , and, l i k e l / e b l e n , blamed a k i n d o f m a l a d j u s t m e n t 
25 

o r c u l t u r e l a g , i n a p p r o p r i a t e i n s t i t u t i o n s , f o r i t s s u b m e r s i o n . 

The m a j o r p o i n t o f d i f f e r e n c e between T u g w e l l and V e b l e n was 

t h e l a r g e r r o l e T u g w e l l gave t o human k n o w l e d g e and i n t e l l i g e n c e 

i n r e s t r u c t u r i n g i n s t i t u t i o n s i n an a p p r o p r i a t e manner. Tug-

w e l l ' s t h o u g h t has l e s s o f t h e d e t e r m i n i s t i c f l a v o u r t o be 

f o u n d i n some o f Weblen's work, and, d e s p i t e t h e f a c t t h a t t h e y 

b o t h saw t e c h n o l o g y and i n d u s t r i a l i s m as t h e m a j o r dynamic f o r c e 

i n s o c i e t y , T u g w e l l ' s p r a g m a t i s m and i n s t r u m e n t a l i s m c o n t r a s t s 

s t r o n g l y w i t h U e b l e n ' s p o s i t i o n . 

T u g w e l l a l w a y s l o o k e d t o f u r t h e r p s y c h o l o g i c a l r e s e a r c h , 

p a r t i c u l a r l y b e h a v i o u r i s m , t o e v e n t u a l l y c l a r i f y t h e d i f f i c u l t i e s 

s u r r o u n d i n g t h e s p e c i f i c a t i o n o f human n a t u r e , b u t T u g w e l l was 

n o t a l w a y s v e r y c l e a r a b o u t what he meant by " b e h a v i o u r i s m . " 

I n h i s e a r l y a r t i c l e s h i s t h e o r y o f i n s t i n c t s e x i s t e d s i d e by 
2 6 

s i d e w i t h h i s a d v o c a c y o f b e h a v i o u r i s m , b u t i n a l a t e r a r t i c l e 

24. I b i d . , pp.318-319. 
25. See R.G. T u g w e l l , "The D i s t o r t i o n o f Economic I n c e n t i v e , " 

I n t e r n a t i o n a l J o u r n a l o f E t h i c s 34 ( 1 9 2 3 / 2 4 ) : 272-282. See a l s o 
R.G. T u g w e l l , "Government i n a C h a n g i n g W o r l d , " Review o f Reviews 
88 ( 1 9 3 3 ) : 56. 

26. R.G. T u g w e l l , "Human (Mature and Economic T h e o r y , " op . c i t . , 
pp.330-339. 
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he used b e h a v i o u r i s m as a b a s i s f a r t h e c r i t i c i s m o f i n s t i n c t 
27 

t h e o r y . T u g u j e l l a t t a c k e d t h e t e n d e n c y o f i n s t i n c t t h e o r i s t s 

t o blame " m a l a d j u s t m e n t s " on t h e d i f f i c u l t y o f e x p r e s s i n g 

c e r t a i n i n s t i n c t s i n modern s o c i e t y on t h e b a s i s t h a t t h e cau s e s 
2 8 

o f " m a l a d j u s t m e n t " may be much more c o m p l e x . He now a r g u e d 

t h a t i t 
i s a d a n g e r o u s a s s u m p t i o n t h a t o u r e n v i r o n m e n t 
i s g r o w i n g l e s s s u i t e d t o o u r n a t u r e s . . . The 
p r e s s u r e s and s t r e s s e s o f t r i b a l l i f e i n t h e 
w i l d s may have been worse t h a n t h o s e o f c i t y 
l i f e i n S p r i n g f i e l d . We may hav/e been g r o w i n g 
t o w a r d a b e t t e r r a t h e r t h a n a worse s i t u a t i o n 
f o r t h e i n d i v i d u a l . A t any r a t e we must s u s p e c t 
t h e s i m p l e f o r m u l a , a v o i d i t s g e n e r a l i z a t i o n , and 
c o n s i d e r men as t h e y behave i n t h e i r v a r i o u s 
d i l e m m a s u n l e s s we a r e t o r u n t h e d-anger o f pos
s i b l e m i s i n t e r p r e t a t i o n and m i s r e a d i n g o f t h e 
e v i d e n c e . 2 ^ 

T u g w e l l a l s o l i n k e d b e h a v i o u r i s m t o t h e e x p e r i m e n t a l a t t i t u d e 

i n e c o n o m i c s i n t h e f o l l o w i n g manner: 

The a t t i t u d e o f t h e e x p e r i m e n t a l e c o n o m i s t t o w a r d 
human n a t u r e c a n , w i t h o u t t o o g r e a t v i o l e n c e , be 
c a l l e d " b e h a v i o r i s t " i n t h i s s p e c i a l sense o f sus
p e c t i n g f o r m u l a e and o f r e q u i r i n g k n o w l e d g e n o t o f 
what men a r e , b u t o f what t h e y do. 

The o r t h o d o x s t r e s s on " r a t i o n a l i t y " T u g w e l l f o u n d t o be 

l i t t l e more t h a n a r e l i a n c e on " a c q u i s i t i v i s m " as t h e p r i m e 
3 1 

d i r e c t i v e f o r c e i n s o c i e t y . T u g w e l l o b v i o u s l y f o u n d i t h a r d 

t o b e l i e v e t h a t a r e l i a n c e on a c q u i s i t i v i s m w o u l d l e a d t o t h e 

p r o m o t i o n o f s o c i a l w e l f a r e . The i d e a t h a t i n d i v i d u a l s e l f -

27, 
c i t . . 

2Q, 
29, 
30 
31 

PP 
G. T u g w e l l , 
477-492. 

'Human M a t u r e and S o c i a l Economy, I I 

pp.336-337 

I b i d . , p p . 4 7 9 - 4 8 1 . 
I b i d . , p . 4 8 1 . 
I b i d . , p . 4 8 1 . 
R.G. T u g w e l l , "Human N a t u r e i n Economic T h e o r y , c i t 
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i n t e r e s t mould l e a d t o s o c i a l b e n e f i t was f o r T u g w e l l a 

" m y s t i c p a r a d o x " t h a t " w o u l d n o t d e s e r v e s e r i o u s c o n s i d e r a t i o n " 
32 

i f i t were n o t h e l d so t e n a c i o u s l y by o r t h o d o x t h e o r i s t s . 

T u g w e l l f o u n d no r e a s o n t o b e l i e v e t h a t r e l i a n c e on a c q u i s i t i v -

i s m w o u l d l e a d t o s o c i a l b e n e f i t , n o r d i d he b e l i e v e t h a t 

a c q u i s i t i v i s m was t h e o n l y s o u r c e o f human m o t i v a t i o n . Such 

r e l i a n c e on a c q u i s i t i v i s m 
. . . o n l y becomes r a t i o n a l when i t i s a p p r o a c h e d w i t h 
t h e p r e c o n c e p t i o n s o f o r t h o d o x y - - i n o t h e r words 
w i t h t h e n o t i o n t h a t t h i s s o r t o f c o n d u c t i s r i g h t . 
I f one f e e l s t h e s e t o be m i s t a k e n m o t i v e s , t h e n t h e 
c o n d u c t i n s p i r e d by them, a s s u m i n g them f o r t h e 
moment t o be e f f e c t i v e a_s m o t i v e s , i s n o t r a t i o n a l 
b u t i r r a t i o n a l i n t h e sense t h a t i t w i l l n o t p r o m o t e 
t h e g r e a t e s t good.-j-j 

From t h i s T u g w e l l a r g u e s t h a t " b e h a v i o r i s m " 

. . . i s v e r y d i s t u r b i n g t o l a i s s e z - f a i r e b e l i e v e r s 
p r e c i s e l y because i t c a l l s i n t o q u e s t i o n what i s 
meant by s a y i n g t h a t man p u r s u e s h i s own g a i n and 
how i t i s t h a t he a c c o m p l i s h e s i n t h i s way t h e 
s o c i a l good he i s c r e d i t e d w i t h . . . C o n s i d e r a t i o n 
o f t h e f a c t t h a t t h e d i r e c t i v e e m p h a s i s i n o u r 
i n d u s t r i a l s y s t e m i s a worse t h a n u s e l e s s - - e v e n 
p o s i t i v e l y p e r n i c i o u s - - o n e l e a d s d i r e c t l y t o t h e 
w h o l e p r o b l e m o f i n d u s t r i a l i d e a l s w h i c h we see 
e c o n o m i s t s a r e a f t e r a l l u n d e r o b l i g a t i o n t o u n d e r 
s t a n d . ^ ^ 

I n o t h e r w o r d s , e c o n o m i s t s must s e t up some c r i t e r i a w i t h 

w h i c h t o j u d g e t h e o p e r a t i o n o f t h e s y s t e m and d e s i g n i n s t i t u t i o n s 

i n a way t h a t p r o v i d e s i n d i v i d u a l s w i t h m o t i v a t i o n s t h a t w i l l 

b r i n g t h e s y s t e m c l o s e r t o t h e i d e a l . For T u g w e l l , t h e s e 

" i n d u s t r i a l i d e a l s " i n c l u d e d " p r o g r e s s , p r o s p e r i t y , and i n t e l -

32. R.G. T u g w e l l , " E x p e r i m e n t a l 
See a l s o R.G. T u g w e l l , "The P r i n c i p l e 
I n s t i t u t i o n o f L a i s s e z - F a i r e , " o p . c i t 

33. R.G. T u g w e l l , "Human N a t u r e 
pp.337-338. 

34. I b i d . , p p . 3 3 9 - 3 4 1 . 

E c o n o m i c s , " 
o f P l a n n i n g 
. pp.78-82. 

o p . c i t . , p.408 
and t h e 

i n Economic T h e o r y , " o p . c i t 
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l i g e n t d i r e c t i o n " o r " p r o g r e s s i v e movement t o e a s i e r c i r c u m 

s t a n c e s . T u g w e l l e x p l a i n e d h i s t r i l o g y o f p r o g r e s s , 

p r o s p e r i t y , and i n t e l l i g e n t d i r e c t i o n as f o l l o w s : 

. . . p r o g r e s s , because we must o b v i o u s l y move beyond 
t h e p r e s e n t s t a g e i n o r d e r t o a r r i v e a t t h e 
w e l f a r e p h a se; p r o s p e r i t y , because i t f o r m s t h e 
minimum b a s i s upon w h i c h t o b u i l d ; and i n t e l l i g e n t 
d i r e c t i o n because i f t h e complex s y s t e m r e m a i n s 
u r i y u i d e d u r y u i d e d o n l y by t h e i n t e r m i t t e n t 
a c q u i s i t i o n o f i t s i n d i v i d u a l s , happy a d j u s t m e n t s 
w i l l come b u t seldom and by t h e m e r e s t c h a n c e , and 
i n a l l l i k e l i h o o d t h e f u t u r e o f such a r e g i m e 
w o u l d h o l d l i t t l e b u t i n t o l e r a b l e i n t e n s i f i c a t i o n 
o f t h e p r e s e n t p r e s s u r e s o f c i v i l i s a t i o n . - ^ 

I n t h i s manner T u g w e l l d e f i n e d a c t i o n s t h a t c o n t r i b u t e t o 

" w e l f a r e " and w h i l e he was c l e a r l y aware o f t h e e t h i c a l n a t u r e 

o f h i s c r i t e r i a he d i d n o t r e g a r d t h i s as a s o u r c e o f weakness 
3 7 

b u t r a t h e r as a s t r e n g t h . He a r g u e d t h a t g i v e n o u r u n c e r 

t a i n t y a b o u t human m o t i v e s and t h e r e f o r e a b o u t t h e r e q u i r e d 

i n c e n t i v e s , 
. . . t h e most we can do i s p u t o u r b e s t e t h i c a l 
f o o t f o r w a r d and say what i n s t i t u t i o n s , i n t h e 
l i g h t o f o u r p r e s e n t k n o w l e d g e o f human n a t u r e , 
we s h o u l d l i k e t o see d e v e l o p a r o u n d m a n k i n d . 

I n d u s t r y i n T u g w e l l ' s v i e w i s a " s o c i a l i n s t r u m e n t " w h i c h 

" i f f r e e l y e x p e r i m e n t e d w i t h , and i f d i r e c t e d t o t h e uses o f 
39 

men, h o l d s d e f i n i t e p r o m i s e f o r t h e f u t u r e . " The i d e a l i s t i c , 

even u t o p i a n , n a t u r e o f h i s t h i n k i n g i s c l e a r l y e v i d e n t , and 

35. I b i d . , p.342. See a l s o R.G. T u g w e l l , " E x p e r i m e n t a l 
E c o n o m i c s , " o p . c i t . , pp.414-420; and R.G. T u g w e l l , "Human M a t u r e 
and S o c i a l Economy," o p . c i t . , p.490. 

36. R.G. T u g w e l l , "Human N a t u r e i n Economic T h e o r y , " op.c i t . , 
p.347. 

37. R.G. T u g w e l l , " E x p e r i m e n t a l E c o n o m i c s , " op . c i t . , pp.414-
420. 

38. R.G. T u g w e l l , "Economics and E t h i c s , " J o u r n a l o f P h i l 
osophy 21 ( 1 9 2 4 ) : 688. 

39. R.G. T u g w e l l , " E x p e r i m e n t a l E c o n o m i c s , " op . c i t . , p.422. 
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w i t h i t t h e c l o s e c o n n e c t i o n between him and t h e o p t i m i s m o f 

h i s t e a c h e r , S.N. P a t t e n . Nowhere i s t h i s more c l e a r l y ex

p r e s s e d t h a n i n T u g w e l l ' s a r g u m e n t t h a t : 

I n d u s t r y can l a y t h e b a s i s f o r any h i g h e r l i f e ; 
and no h i g h e r l i f e can be b u i l t w i t h o u t an 
i n d u s t r i a l b a s i s . I t can f r e e m a n k i n d f o r what
e v e r l i f e seems t o men good. I t r e m a i n s o n l y t o 
be s a i d t h a t an e x p e r i m e n t a l e c o n o m i c s i s t h e 
c o n d i t i o n o f t h i s f r e e d o m . ^ 

I I The Causes o f I n d u s t r i a l P r o g r e s s . 

I n T u g w e l l ' s v i e w t h e a r r i v a l and advance o f i n d u s t r i a l 

t e c h n i q u e was t h e s i n g l e most i m p o r t a n t f a c t i n c o n t e m p o r a r y 

economic s o c i e t y , and y e t what was h a p p e n i n g t o i n d u s t r y "on 

i t s t e c h n o l o g i c a l s i d e " had " a l m o s t c o m p l e t e l y escaped t h e 
42 

n o t i c e " o f e c o n o m i s t s . T u g w e l l a t t e m p t e d t o f o r w a r d t h e i d e a 

t h a t e c o n o m i s t s must r e c o g n i s e t h e s i g n i f i c a n c e o f t h e s e i n 

d u s t r i a l a d v a n c e s and a d a p t t h e i r d o c t r i n e s t o meet new c i r c u m 

s t a n c e s . T u g w e l l s e t o u t h i s p l a n o f a c t i o n as f o l l o w s : 
A t once t h e most e a s i l y m e a s u r e a b l e and t h e most 
f a v o r a b l e r e s u l t o f c h a n g i n g t e c h n i q u e can now 
be seen t o be an immense g a i n i n t h e power t o 
p r o d u c e goods, t o r a i s e t h e l e v e l s o f l i v i n g - - a 
power t h w a r t e d by m i s u n d e r s t a n d i n g and l a c k o f 
i n t e l l i g e n t d i r e c t i o n , b u t s t i l l y i e l d i n g s t a r t 
l i n g e v i d e n c e o f a d v a n c e . To u n d e r s t a n d how 
t h i s a c h i e v e m e n t can be f u r t h e r e d r a t h e r t h a n 
hampered, i t i s f i r s t o f a l l n e c e s s a r y t o i n v e s 
t i g a t e i t s c a u s e s . . . A f t e r w a r d we s h a l l r e t u r n t o 
t h e p r o b l e m o f d i s c i p l i n e , o f c r e a t i n g f r o m 
a d o l e s c e n c e ... a n o r m a l and h e a l t h y m a t u r i t y . ^ 

Much o f T u g w e l l ' s e a r l y work on t h e g r o w t h o f p r o d u c t i v i t y 

r e l i e d h e a v i l y on t h e work o f Ewan Clauge a t t h e Bureau o f L a b o r 

40. I b i d . , p.422. 
4 1 . R.G. T u g w e l l , I n d u s t r y ' s Coming o f Age (New Y o r k , 1 9 2 7 ) , 

p p . v - v i i i . 
42. I b i d . , p p . v i i - v i i i . 
43. I b i d . , p . v i i i . 



44 S t a t i s t i c s . C l auge was a p u p i l o f 0 . R. Commons' a t W i s c o n s i n 
and s e l e c t e d by Commons f o r t h e j o b . ^ T u g w e l l e s s e n t i a l l y 
a g r e e d w i t h C l auge t h a t what was o c c u r r i n g i n A m e r i c a i n t h e 
1920's was "a new i n d u s t r i a l r e v o l u t i o n w h i c h may f a r exceed 
i n economic i m p o r t a n c e t h a t o l d e r i n d u s t r i a l r e v o l u t i o n u s h e r e d 
i n by a s e r i e s o f m e c h a n i c a l i n v e n t i o n s w h i c h o c c u r r e d i n 
E n g l a n d i n t h e l a s t q u a r t e r o f t h e e i g h t e e n t h c e n t u r y . 

On t h e cau s e s o f i n c r e a s i n g p r o d u c t i v i t y T u g w e l l d i d n o t 

s i n g l e o u t any s i n g l e m a j o r f a c t o r b u t c o n s i d e r e d an e x t r e m e l y 

w i d e r a n g e o f c o n t r i b u t i n g e l e m e n t s . E f f i c i e n c y and h i g h p r o d 

u c t i v i t y were, i n T u g w e l l ' s m i n d , n o t s i m p l y a m a t t e r o f new 

i n v e n t i o n s and new m a c h i n e s b u t a l s o o f new f o r m s o f o r g a n i s a t i o n ; 

i n o t h e r words o f " t e c h n i q u e " r a t h e r t h a n m e r e l y o f " t e c h n o l o g y . " ^ ' ' ' 

T u g w e l l d i v i d e d t h e causes o f i n c r e a s e d p r o d u c t i v i t y i n t o 
4 8 

two t y p e s , t h e " g e n e r a l , " and t h e " s p e c i f i c " o r " t e c h n i c a l . " 

The g e n e r a l c a u s e s may be p l a c e d i n s e v e r a l b r o a d g r o u p s . F i r s t 

t h e r e was t h e i m p r o v e m e n t i n e d u c a t i o n and t h e i n c r e a s e i n 

t e c h n i c a l k n o w l e d g e and r e s e a r c h . I n t h e second g r o u p were t h e 

g r o w t h o f more e f f i c i e n t methods o f p r o d u c t i o n due t o g r e a t e r 

d i v i s i o n o f l a b o u r , i n c r e a s e d m e c h a n i s a t i o n , and l a r g e r s c a l e . 

T h i r d , t h e r e was t h e g r o w t h o f t h e l a b o u r f o r c e due t o p o p u l a t i o n 

g r o w t h and t h e l a r g e r p a r t i c i p a t i o n o f women, and t h e movement 

44. I b i d . , pp.1-28. See a l s o E. C l a u g e , The Bureau o f L a b o r 
S t a t i s t i c s (New Y o r k , 1 9 6 8 ) , p p . v i i - x i . 

45. Ewan C l a u g e , op. c i t . , p p . v i i - v i i i ; and p e r s o n a l c o n v e r 
s a t i o n w i t h Ewan C l a u g e , June 8 t h , 1977. 

46. R.G. T u g w e l l , q u o t a t i o n c o n t a i n e d i n I n d u s t r y 1 s Coming 
o f Age, p.2. 

47. I b i d . , p.26. 
48. I b i d . , pp.62-63. 
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o f l a b o u r i n t o more p r o d u c t i v e e m p l o y m e n t s . F o u r t h , came 

t h e p r o g r e s s t h a t had been made, however s l i g h t , i n t h e con

t r o l l i n g o f b u s i n e s s c y c l e s . F i n a l l y t h e r e was t h e i m p r o v e m e n t 

i n s t a n d a r d s o f l i v i n g r e s u l t i n g i n " g r e a t e r h e a l t h , l a r g e r 
49 

u s e f u l n e s s , and i n c r e a s e d e n e r g y . " 

Under t h e " t e c h n i c a l " h e a d i n g T u g w e l l i n c l u d e d t h e use o f 

( 1 ) " s c i e n t i f i c management and t h e e l i m i n a t i o n o f r u l e o f 

thumb," ( 2 ) t h e i n c r e a s e i n " d i r e c t e d i n d u s t r i a l r e s e a r c h and 

c o n t r o l l e d i n v e n t i o n " w h i c h T u g w e l l saw p a r t l y as a r e s u l t o f 
50 

i n c r e a s i n g u n i v e r s i t y and g o v e r n m e n t commitment t o r e s e a r c h , 

( 3 ) t h e g r a d u a l s t a n d a r d i z a t i o n o f "many b a s i c m a t e r i a l s and 

p r o c e s s e s , " ( 4 ) t h e d e v e l o p m e n t o f " c o n t i n u o u s p r o c e s s a s s e m b l y " 

m e t h o d s , ( 5 ) t h e i m p r o v e m e n t s i n " l o c a t i o n , l a y o u t , and r o u t i n g 

p r a c t i c e , " ( 6 ) t h e " g e n e r a l d e v e l o p m e n t o f t h e i d e a o f p l a n n i n g 
5 1 

ahead," o r i n G a l b r a i t h ' s t e r m s " c o r p o r a t e p l a n n i n g , " ( 7 ) t h e 

g r e a t e r use o f e x p e r t s and s p e c i a l i s t s and t h e r e s u l t i n g f r e e d o m 

o f t h e e x e c u t i v e t o c o n c e r n h i m s e l f w i t h t h e l a r g e r p r o b l e m s , 

( 8 ) t h e use o f b e t t e r a c c o u n t i n g methods and methods o f f i n a n c i a l 

c o n t r o l , ( 9 ) l a r g e s c a l e o p e r a t i o n r e s u l t i n g i n h i g h volume 

o u t p u t and l o w p e r - u n i t c o s t s , ( 1 0 ) t h e r e d u c t i o n o f i n v e n t o r y 

b u r d e n s t h r o u g h q u i c k e r t u r n o v e r , s i m p l i f i e d m a r k e t i n g and i m -

•proved t r a n s p o r t a t i o n , ( 1 1 ) t h e r e d u c t i o n i n " t r a d e i g n o r a n c e 

and s e c r e c y " r e s u l t i n g i n a "more r a p i d s p r e a d o f i m p r o v e d 

p r a c t i c e s , m a c h i n e s , and p r o c e s s e s , " ( 1 2 ) t h e use o f s a l v a g e 

o p e r a t i o n s and t h e r e d u c t i o n o f w a s t e i n i n d u s t r y , ( 1 3 ) b e t t e r 
49. I b i d . , pp.65-119. 
50. I b i d . , pp.120-132. 
5 1 . I b i d . , pp.132-144. 



o r g a n i s a t i o n i n exchange m a r k e t s , ( 1 4 ) t h e i m p r o v e m e n t s i n t h e 

f i n a n c i a l s y s t e m w i t h t h e i n a u g u r a t i o n o f t h e F e d e r a l Reserve 

Bank s y s t e m , ( 1 5 ) t h e g r o w t h o f e l e c t r i f i c a t i o n , ( 1 6 ) t h e 

"A m e r i c a n r e a d i n e s s t o s c r a p o b s o l e t e p l a n t and e q u i p m e n t , " 

( 1 7 ) t h e com i n g o f p e r s o n n e l management, and ( 1 8 ) t h e t e n d e n c y 

f o r u n i o n s t o o r g a n i s e o r r e o r g a n i s e on an i n d u s t r i a l r a t h e r 

t h a n a c r a f t b a s i s . T u g w e l l a l s o , on o c c a s i o n , a r g u e d t h a t 

p r e s s u r e f o r h i g h wages, b r o u g h t a b o u t by u n i o n i s a t i o n , and 

t h e h i g h o v e r h e a d s o f c a p i t a l i n t e n s i v e i n d u s t r y w o u l d l e a d 
5 2 

t o w a r d s h i g h volume p r o d u c t i o n and i n c r e a s e d e f f i c i e n c y . 

W h i l e t h e o u t l o o k was one o f a movement t o w a r d h i g h volume 

l o w c o s t p r o d u c t i o n w h i c h w o u l d v a s t l y i n c r e a s e t h e s t a n d a r d 

o f l i v i n g f o r most p e o p l e , t h e p i c t u r e was n o t an e n t i r e l y 

happy one. I n t h e m i d s t o f t h i s i n d u s t r i a l a d vance many s o c i a l 

and economic p r o b l e m s r e m a i n e d t o be overcome, and t h e r e were 

a number o f " r e g r e s s i v e f o r c e s " w h i c h o c c a s i o n a l l y g o t t h e uppe 
5 3 

hand and i n t e r r u p t e d t h e g e n e r a l movement. These p r o b l e m s 

T u g w e l l saw as t h e r e s u l t o f t h e c o n t e m p o r a r y i n s t i t u t i o n a l 

f r a m e w o r k , and he a r g u e d t h a t : 
. . . p l e n t y r e m a i n s t o be done i n a number o f d i r e c t i o n s 
b e f o r e o u r p r o g r e s s can be c o n s o l i d a t e d i n t o a p e r 
manent new l e v e l o f p r o d u c t i v i t y i n s u r e d by sound 
o r g a n i s a t i o n . ^ 

I l l The S h o r t c o m i n g s o f t h e C o n t e m p o r a r y O r d e r . 

T u g w e l l ' s work on t h e c o n t e m p o r a r y economic o r d e r d e a l t w i 

52. I b i d . , pp.144-203. Some o f T u g w e l l ' s h e a d i n g s have 
been c o n s o l i d a t e d i n t h e l i s t i n g g i v e n above. . See a l s o R.G. 
T u g w e l l , "Wage P r e s s u r e and E f f i c i e n c y , " New R e p u b l i c 55 ( 1 9 2 8 ) 
196-198. 

53. I b i d . , p.26. 
54. I b i d . , p.28. 
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a l a r g e number o f p r o b l e m a r e a s , b u t he showed a p a r t i c u l a r 

c o n c e r n w i t h c o n s u m p t i o n h a b i t s , m o n opoly, income d i s t r i b u t i o n , 

d e p r e s s i o n s and unemployment, and t h e a g r i c u l t u r a l i n d u s t r y . 

C o n s u m p t i o n . 

I n T u g w e l l ' s work on t h i s s u b j e c t he t o o k a g r e a t d e a l 

f r o m t h e work o f o t h e r w r i t e r s . We can f i n d h i m , l i k e V e b l e n , 

c o m p l a i n i n g a b o u t t h e l a c k o f s o c i a l a p p r o v a l f o r p r o d u c t i v e 

e f f o r t s and t h e g r e a t amount o f a p p r o v a l g i v e n t o t h e a p p e a r 

ance o f h i g h e x p e n d i t u r e s . The s e a r c h f o r a p p r o v a l i n con

t e m p o r a r y A m e r i c a had become, i n T u g w e l l ' s v i e w , a " f o r c e 

w h i c h d r i v e s us t o s o c i a l s a b o t a g e , t o s p e n d t h r i f t l i v i n g , t o 

p u t t i n g up a f r o n t , t o b e i n g ' t i n h o r n s p o r t s , ' t o m aking shabby 
55 

goods." T h i s t e n d e n c y t o " c o m p e t i t i v e c o n s u m p t i o n " l e d t o 

p r o d u c t i v e r e s o u r c e s b e i n g u t i l i s e d t o p r o d u c e l u x u r y i t e m s f o r 

w h i c h t h e r e was a demand r a t h e r t h a n t o p r o d u c e more b a s i c 

c o m m o d i t i e s f o r w h i c h t h e r e was s t i l l a g r e a t need. ̂  T u g w e l l 

a l s o u t i l i s e d M i t c h e l l ' s i d e a s i n e x p r e s s i n g c o n c e r n w i t h t h e 

r e l a t i v e l a c k o f k n o w l e d g e and t r a i n i n g among h o u s e w i v e s , and 

s h a r e d t h e common i n s t i t u t i o n a l i s t i d e a o f c h o i c e s b e i n g g u i d e d 

by h a b i t r a t h e r t h a n by " r a t i o n a l " c r i t e r i a - - t h e l a t t e r , f o r 

T u g w e l l , meant l i n k i n g c o n s u m p t i o n c h o i c e s c l o s e l y t o c o n s i d e r -
57 

a t i o n s o f p r o d u c t i v e e f f i c i e n c y . A d v e r t i s i n g , t o o , was 

c r i t i c i s e d b o t h f o r i t s " p r o p a g a n d i s t " n a t u r e and because t h e 

expense o f a d v e r t i s i n g was " l a r g e l y a w a s t e . " A d v e r t i s i n g , i n 
55. R.G. T u g w e l l , "The D i s t o r t i o n o f Economic I n c e n t i v e , " 

o p . c i t . , p.278. 
56. I b i d . , p.279; and R.G. T u g w e l l , e t a l . , A m e r i c a n Economic 

L i f e , pp.449-492. 
57. R.G. T u g w e l l , e t a l . , A m e r i c a n Economic L i f e , pp.488-

490. T h i s i d e a d e m o n s t r a t e s a s i m i l a r i t y t o P a t t e n ' s n o t i o n s 
c o n c e r n i n g t h e p r o p e r b a s i s f o r c o n s u m p t i o n c h o i c e s . 
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T u g i u e l l ' s v i e w , s h o u l d be d i r e c t e d a t d i s s e m i n a t i n g a c c u r a t e 
5 8 

i n f o r m a t i o n w h i c h would h e l p t o "make c h o i c e h a b i t s f l e x i b l e . " 

M o n opoly and C o m b i n a t i o n . 

T h r o u g h o u t h i s work T u g w e l l was an a d v o c a t e o f g r e a t e r 

p u b l i c c o n t r o l o f i n d u s t r y and t h e r e p l a c e m e n t o f c o m p e t i t i o n 

by c o o p e r a t i o n . I n h i s e a r l y work T u g w e l l was p r i n c i p a l l y c o n 

c e r n e d w i t h v a r i o u s a s p e c t s o f t h e p r o b l e m o f monopoly and t h e 
59 

" t e n d e n c y t o c o m b i n a t i o n . " 

T u g w e l l saw two r e a s o n s f o r c o m b i n a t i o n ; f i r s t l y , e c o n o m i e s 

o f s c a l e , and s e c o n d l y , t h e d e s i r e among b u s i n e s s m e n t o c o n t r o l 

p r i c e and a v o i d p r i c e c o m p e t i t i o n . W h i l e T u g w e l l r e a l i s e d t h a t 

e c o n o m i e s o f s c a l e may b r i n g l o w e r c o s t s and l o w e r p r i c e s h i s 

a t t i t u d e was t h a t : 
I n t h e p u r s u i t o f t h e s e economies a p a r t i a l c o n t r o l 
o f s u p p l y may g i v e t h e b u s i n e s s an i n c i d e n t a l 
power o v e r p r i c e . T h e r e i s n o t h i n g t o p r e v e n t t h e 
c o m b i n a t i o n w h i c h g a i n e d i t s power l e g i t i m a t e l y 
enough i n t h e l o w e r i n g o f p r o d u c t i o n expense p e r 
u n i t , f r o m u s i n g i t f o r a n o t h e r p u r p o s e - - t h e r e s 
t r i c t i o n o f s u p p l i e s and t h e c o n t r o l o f p r i c e . , n 

6 U 

F o r T u g w e l l t h e r e was an e s s e n t i a l c o n f l i c t o f i n t e r e s t 

b e t w e e n t h e b u s i n e s s m a n and t h e consumer. The i n t e r e s t s o f t h e 

consumers c o n s i s t e d o f " t h e c h e a p e s t and w i d e s t d i s s e m i n a t i o n o f 

goods," w h i l e t h e i n t e r e s t s o f b u s i n e s s m e n c o n s i s t e d o f t h e 
61 

l a r g e s t n e t r e t u r n . W i t h t h e e x i s t e n c e o f c o m b i n a t i o n s t h e 
58. I b i d . , p p . 4 8 8 - 4 9 1 . See a l s o R.G. T u g w e l l and H.C. H i l l , 

Our Economic S o c i e t y and i t s P r o b l e m s , pp.431-458. 
59. See p a r t i c u l a r l y R.G. T u g w e l l , The Economic B a s i s o f 

P u b l i c I n t e r e s t ( W i s c o n s i n , 1 9 2 2 ) ; and R.G. T u g w e l l , "The Economic 
B a s i s f o r B u s i n e s s R e g u l a t i o n , " A m e r i c a n Economic Review 11 ( 1 9 2 1 ) : 
643-658. 

60. R.G. T u g w e l l , "The Economic B a s i s f o r B u s i n e s s R e g u l 
a t i o n , " o p . c i t . , p.648. 

6 1 . I b i d . , p.647. 



b u s i n e s s m a n ' s i n t e r e s t l e d him t o r e s t r i c t s u p p l y and m a i n t a i n 

p r i c e s , b e h a v i o u r d i r e c t l y opposed t o t h e i n t e r e s t s o f con

sumers. T u g w e l l a r g u e d t h a t such a c o n f l i c t o f i n t e r e s t was 

n o t c o n f i n e d t o ca s e s where t h e r e was a " s i n g l e handed c o n t r o l 

o v e r t h e t o t a l s u p p l y , " b u t e x t e n d e d t o o t h e r f o r m s o f i m p e r 

f e c t c o m p e t i t i o n such as p r i c e l e a d e r s h i p , c o l l u s i o n , o r t a c i t 
6 2 

ag r e e m e n t among f i r m s . T u g w e l l f e l t t h a t such " s a b o t a g e " 

c o u l d t a k e p l a c e on b o t h s i d e s o f i n d u s t r y , and w o u l d n o t be 

e l i m i n a t e d u n t i l g a i n s c o u l d no l o n g e r be made by " r i g g i n g t h e 

m a r k e t o r w i t h h o l d i n g p r o d u c t o r e f f o r t . " ^ 

A r e l a t e d c o n c e r n was t h a t i n s p i r e d by B e r l e and Means' 

The Modern C o r p o r a t i o n and P r i v a t e P r o p e r t y ; t h a t l a r g e c o r 

p o r a t i o n s a r e c o n t r o l l e d by management who p o s s e s s no i m p o r t a n t 
64 

s t o c k h o l d i n g s i n t h e company. For T u g w e l l t h e c o n s e q u e n c e s 

o f t h i s d e v e l o p m e n t were n o t e x a c t l y t h e same as t h o s e o u t l i n e d 

by B e r l e and Means. L i k e B e r l e and Means, he a l l o w e d t h a t t h e 

d i v i s i o n b etween management and o w n e r s h i p may l e a d t o an 

" i n s i d e g r o u p " m a n i p u l a t i n g t h e c o r p o r a t i o n f o r i t s own b e n e f i t 

an a n a l y s i s t h a t has some s i m i l a r i t i e s w i t h a s e c t i o n o f U e b l e n 

B u s i n e s s E n t e r p r i s e , e x c e p t t h a t U e b l e n was f a r f r o m c l e a r 

w h e t h e r t h o s e who were m a n i p u l a t i n g t h e c o r p o r a t i o n were t h e 
. 66 owners o r n o t . 

Dn t h e o t h e r hand, T u g w e l l a r g u e d t h a t even i f t h e o w n e r s ' 

251 

62. I b i d . , pp.651-652. 
63. R.G. T u g w e l l , e t a l . , A m e r i c a n Economic L i f e , pp.246-

64. R.G. T u g w e l l and H.C. H i l l , Our Economic S o c i e t y and 
I t s P r o b l e m s , pp.249-266. 

65. I b i d . , p.265; see A.A. B e r l e and G. Means, The Modern 
C o r p o r a t i o n and P r i v a t e P r o p e r t y (New. Y o r k , 1 9 3 2 ) , pp.119-125. 

66. T. U e b l e n , B u s i n e s s E n t e r p r i s e , pp.156-176. 
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and managers' i n t e r e s t s mere i d e n t i c a l t h e r e may s t i l l be 

" s e r i o u s c o n s e q u e n c e s " i n t h a t 

So l o n g as d i v i d e n d s a r e p a i d , most s h a r e h o l d e r s 
do n o t c o n c e r n t h e m s e l v e s w i t h t h e ways by w h i c h 
t h e p r o f i t s a r e o b t a i n e d . They a r e a b s e n t e e 
o wners. T h e i r a t t i t u d e o f t e n c auses d i r e c t o r s 
and managers t o a d o p t p o l i c i e s o f d o u b t f u l 
m o r a l i t y i n o r d e r t o r e t a i n t h e i r p o s i t i o n s . ^ 

T h i s a r g u m e n t , i t s h o u l d be n o t e d , i s much c l o s e r t o t h e Ueb-

l e n i a n i d e a o f c o r p o r a t e b e h a v i o u r t h a n a n y t h i n g s u g g e s t e d by 

B e r l e and Means. 

Income D i s t r i b u t i o n . 

Much o f T u g w e l l ' s work on income d i s t r i b u t i o n was c o n c e r n e d 

w i t h t h e p r o b l e m o f t h e c o n c e n t r a t i o n o f i n c o m e , and w i t h r u r a l 

and u r b a n p o v e r t y . On r u r a l p o v e r t y T u g w e l l was d e e p l y i n t e r -
6 8 

e s t e d i n t h e l o t o f t h e c a s u a l w o r k e r . But T u g w e l l ' s i n t e r e s t 
d i d n o t s t o p t h e r e and a l s o embraced t h e s h a r e c r o p p e r and t h e 

6 9 
s m a l l f a r m p r o p r i e t o r who became o v e r l y b u r d e n e d w i t h d e b t . 
For T u g w e l l : 

T h r o u g h d e b t , p r i v a t i o n , and d i s c o u r a g e m e n t . . . 
p o v e r t y becomes a c u m u l a t i v e e v i l , one whose 
b u r d e n s grow o f t h e i r own a c c o r d . D e s t r o y i n g , 
as i t does, t h e v e r y s p r i n g s o f a m b i t i o n , i t 
makes escape more and more d i f f i c u l t , e x c e p t 
t h r o u g h t h e a i d o f some o u t s i d e h e l p i n g h a n d . „ „ 

T u g w e l l f e l t u r b a n p r o b l e m s 

t h e u g l i n e s s o f i n d u s t r i a l t o w n s , 

i n d u s t r i a l work w i t h no chance o f 

were j u s t as s e v e r e ; he d e p l o r e d 

and t h e e x i s t e n c e o f low g r a d e 

i m p r o v e m e n t and w h i c h was 

67. R.G. T u g w e l l and H.C. H i l l , o p . c i t . , p.266. 
68. R.G. T u g w e l l , "The C a s u a l o f t h e Woods," The S u r v e y 44 

( 1 9 2 0 ) : 472-474. 
69. R.G. T u g w e l l , e t a l . , A m e r i c a n Economic L i f e , pp.8-36. 
70. I b i d . , p.36. 



" d e a d e n i n g t o m e n t a l g r o w t h and t o a s p i r a t i o n . " Urban 

p o v e r t y a l s o c r e a t e d o t h e r p r o b l e m s , i n t h a t 

. . . p o v e r t y r e m a i n s as a p l a g u e c e n t r e i n o u r 
n a t i o n a l c i v i l i s a t i o n . I t i s t h e c h i e f s o u r c e 
o f t h e c r i m i n a l and r e s t l e s s d i s i n t e g r a t i v e 
f o r c e s w h i c h s p r e a d upward t o d i s o r g a n i s e s o c i a l 
l i v i n g . T h e i r symptoms, i n d i s h o n e s t y , v i o l e n t 
c r i m e s , s t r i k e s , mob r u l e , e p i d e m i c s o f d i s e a s e 
a r e a c o n s t a n t r e m i n d e r t h a t o u r economic s y s t e m 
i s s t i l l unsound a t b u t l u m . , ^ 

T h i s c o n c e r n w i t h p o v e r t y and i t s r e s u l t s was l i n k e d t o 

T u g w e l l ' s t h i n k i n g on t h e d i s t r i b u t i o n o f i n c o m e . For T u g w e l l 

i n c ome was a p p o r t i o n e d "by t h e p o s i t i o n o f r e l a t i v e a d v a n t a g e 

g a i n e d by one p a r t y o r a n o t h e r t o p r i c e t r a n s a c t i o n s . " Con

t r o l o f s u p p l y and m o n o p o l i e s o f a l l k i n d s c o u l d be used t o 

i n c r e a s e t h e income o f p a r t i c u l a r g r o u p s , as w e l l as, i n some 
73 

i n s t a n c e s , t h e c o n t r o l o f demand by l a r g e b u y e r s . T u g w e l l 

a l s o c o n s i d e r e d s p e c u l a t i o n , l u c k , and s u c c e s s f u l b a r g a i n i n g 

as f a c t o r s a f f e c t i n g t h e d i s t r i b u t i o n o f i n c o m e . What i s more, 

c e r t a i n a d v a n t a g e s c o u l d become i n s t i t u t i o n a l i s e d as i n t h e 

case o f t h e f i x i n g o f " c u s t o m a r y p r i c e s , " o r by l e g i s l a t i o n , o r 

by h a b i t . ^ 

T u g w e l l a r g u e d t h a t " s u p e r i o r p r o d u c t i v i t y o n l y y i e l d s 

g r e a t e r i n c o m e s as i t a f f e c t s t h e m a r k e t p o s i t i o n o f t h e p r o d 

u c e r . " A l t h o u g h he a d m i t t e d t h a t an i n c r e a s e i n p r o d u c t i v i t y 

w o u l d u s u a l l y r e s u l t i n l a r g e r p r o f i t s i n t h e s h o r t r u n , he 

m a i n t a i n e d t h a t u n d e r c e r t a i n c o n d i t i o n s "an u n f o r t u n a t e p o s i t i o 

i n t h e m a r k e t " may a l l o w t h e g a i n s t o a c c r u e t o some o t h e r 

7 1 . I b i d . , p.39. 
72. I b i d . , p.64. 
73. I b i d . , pp.406-41 1. 
74. I b i d . , pp.408-410, 414-418. 
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p e r s o n o r g r o u p . I n o t h e r w o r d s , T u g w e l l ' s p o i n t was t h a t 
75 i n c o m e s do n o t r e f l e c t p r o d u c t i v i t i e s so much as m a r k e t power. 

A g r i c u l t u r e . 

T u g w e l l r e l a t e d h i s t h e o r y o f d i s t r i b u t i o n t o t h e " p r o b l e m 
7 6 

o f a g r i c u l t u r e . " I t was f r e q u e n t l y o b s e r v e d t h a t a g r i c u l 

t u r a l p r i c e s were s u b j e c t t o w i d e f l u c t u a t i o n , and t h a t g r e a t 

d i f f i c u l t i e s f a c e d a g r i c u l t u r e i n d e p r e s s i o n s . T u g w e l l a r g u e d 

t h a t a g r i c u l t u r a l p r o d u c t i o n was u n a b l e t o r e s p o n d q u i c k l y t o 

p r i c e s , as s u p p l y c o u l d n o t be expanded o r c o n t r a c t e d r a p i d l y . 

A g r i c u l t u r a l p r o d u c t i o n t e n d e d t o be f a i r l y s t a b l e even i n 

p e r i o d s o f c o n s i d e r a b l e p r i c e change, b u t T u g w e l l p u t some o f 

t h e blame f o r t h i s l a c k o f r e s p o n s i v e n e s s on h a b i t , on t h e 

t y p e o f l a n d a v a i l a b l e t o t h e f a r m e r , and on "a dozen c o n s i d e r -
77 

a t i o n s b e f o r e p r i c e " w h i c h a f f e c t e d t h e f a r m e r ' s d e c i s i o n s . 

As w e l l as t h i s l a c k o f r e s p o n s i v e n e s s t o p r i c e , a g r i c u l t u r e 

s u f f e r e d f r o m a n o t h e r h a n d i c a p , namely i t s i n d i v i d u a l i s t i c 

n a t u r e , 
. . . w h i c h means t h a t f a r m e r s on t h e whole s t i l l 
p r e f e r t o b a r g a i n s e p a r a t e l y f o r t h e s a l e o f 
t h e i r goods and a r e , t h e r e f o r e , e s p e c i a l l y 
v u l n e r a b l e i n a p e r i o d o f g e n e r a l p r i c e c h a n g e ; 
t h e i r b a r g a i n i n g power i s l o w and t h e b u r d e n 
o f change i s s h i f t e d t o t h e i r s h o u l d e r s by t h e i r 
s t r o n g e r o p p o n e n t s i n b a r g a i n i n g . . . A g a i n and 
a g a i n i n t h e h i s t o r y o f i n d u s t r i a l i s e d s o c i e t y 
t h e f a r m e r has had t o meet p e r i o d s o f d e c l i n i n g 
p r i c e s u n p r e p a r e d and has been d r i v e n t o d e s p a i r i n g 
r e v o l t s . 

D e p r e s s i o n s and Unemployment. 

T h i s i d e a t h a t b u s i n e s s d e p r e s s i o n s h i t a g r i c u l t u r e 

75. I b i d . , pp.413-414. 
76. R.G. T u g w e l l , "The P r o b l e m o f A g r i c u l t u r e , " P o l i t i c a l 

S c i e n c e Q u a r t e r l y 39 ( 1 9 2 4 ) : 5 4 9 - 5 9 1 . 
77. I b i d . , pp.567-569. 
78. I b i d . , pp.567, 573. 
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p a r t i c u l a r l y h a r d b r i n g s up t h e q u e s t i o n o f t h e cau s e s o f 

d e p r e s s i o n s . The e x i s t e n c e o f c y c l i c a l d e p r e s s i o n s and t h e 

r e l a t e d p r o b l e m s o f unemployment and h a r d s h i p p r o v i d e d , f o r 

T u g w e l l , t h e " s e v e r e s t c r i t i c i s m o f o u r whole s y s t e m o f s o c i o -

i n d u s t r i a l p l a n n i n g . " I n h i s e a r l y work on d e p r e s s i o n s T u g w e l l 

f o l l o w e d M i t c h e l l ' s t r e a t m e n t , l i n k i n g t h e d e v e l o p m e n t o f 

c y c l e s w i t h t h e e x i s t e n c e o f a money economy, and u t i l i s i n g 

t h e f o u r phase d e s c r i p t i o n o f r e v i v a l , p r o s p e r i t y , l i q u i d a t i o n , 
79 

and d e p r e s s i o n , much as M i t c h e l l p r e s e n t e d i t . 

T u g w e l l , however, began t o d e v e l o p a n o t h e r s t r a n d i n h i s 

t h i n k i n g w h i c h was c o n n e c t e d w i t h t h e p o s s i b i l i t y t h a t r a p i d 

t e c h n i c a l change may c r e a t e unemployment. T u g w e l l c a l l e d t h i s 
8 Q 

t y p e o f unemployment " o c c u p a t i o n a l o b s o l e s c e n c e . " I n h i s 

work on t h i s T u g w e l l a p p e a r s t o combine two d i s t i n c t i d e a s . 

F i r s t , t h e n o t i o n o f t e c h n o l o g i c a l unemployment, t h a t o f c e r t a i n 

s k i l l s b e coming o b s o l e t e , and, s e c o n d , t h e p r o b l e m o f m a i n t a i n 

i n g a s u f f i c i e n t t o t a l number o f j o b s i n t h e f a c e o f i n c r e a s i n g 

8 1 

m e c h a n i s a t i o n . T e c h n o l o g i c a l unemployment, f o r T u g w e l l , was 

a waste o f t h e p o t e n t i a l c a p a c i t i e s o f t h e w o r k e r s i n v o l v e d , 

and, due t o t h e s t r u c t u r e o f common l a w r i g h t s and r e s p o n s i b i l 

i t i e s , t h e c o s t s o f t e c h n o l o g i c a l unemployment were p l a c e d a l m o s t 

e n t i r e l y on t h e w o r k e r . T h e r e was l i t t l e e f f o r t b e i n g made t o 

h e l p such w o r k e r s r e t r a i n o r r e l o c a t e t h e m s e l v e s . T u g w e l l f e l t 

t h e r e was a s o c i a l c o s t i n v o l v e d t h a t was n o t b e i n g t a k e n 79. R.G. T u g w e l l , e t a l . , A m e r i c a n Economic L i f e , pp.320-
330; see a l s o R.G. T u g w e l l , I n d u s t r y , ' s Coming o f Age, pp.204-208. 

80. R.G. T u g w e l l , "The T h e o r y o f O c c u p a t i o n a l O b s o l e s c e n c e , " 
P o l i t i c a l S c i e n c e Q u a r t e r l y 46 ( 1 9 3 1 ) : 171-227. 

8 1 . I b i d . , pp.182-187, 216. 
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a c c o u n t o f by e m p l o y e r s , by g o v e r n m e n t , o r by t h e c o u r t s . 

On t h e second p o i n t , t h a t o f i n s u f f i c i e n t j o b c r e a t i o n , 

t h e a r g u m e n t a/as t h a t t h e g r o w i n g c a p i t a l i n t e n s i t y o f f i r m s 

had l e d t o a g r o w t h i n o v e r h e a d c o s t s and t h e r i s k s i n v o l v e d 
83 

s h o u l d t h e r e be any f a l l i n demand. A c c o r d i n g t o T u g w e l l 

t h e c o r p o r a t e r e a c t i o n t o t h i s mas t o b u i l d up l i g u i d r e s e r v e s 

and, i n o r d e r t o do t h i s , p r i c e s w o u l d n o t be l o w e r e d i n t h e 

f a c e o f t e c h n i c a l i m p r o v e m e n t . As p r i c e s w o u l d n o t f a l l , r e a l 
8 A 

p e r s o n a l i n c o m e s wo u l d n o t i n c r e a s e . A l t h o u g h T u g w e l l a d m i t t e d 

t h a t t h e c o r p o r a t e s a v i n g s w o u l d be p l a c e d i n b a n k s , used t o 

p u r c h a s e g o v e r n m e n t s e c u r i t i e s o r t h e s e c u r i t i e s o f o t h e r f i r m s , 

p l a c e d on t h e money m a r k e t , o r used t o e n l a r g e t h e f i r m ' s own 

p l a n t , he a r g u e d t h a t t h e " f u l l f l o w o f f u n d s " w o u l d n o t f i n d 
8 5 

i t s way i n t o t h e hands o f t h e " u l t i m a t e c o n s u m e r s , " w i t h t h e 

r e s u l t t h a t demand w o u l d n o t expand t o t h e e x t e n t r e q u i r e d t o 

a b s o r b t h e i n c r e a s e d s u p p l y o f c o n s u m p t i o n goods and keep 

employment up. I n T u g w e l l ' s o p i n i o n , t h e o r t h o d o x t h e o r y 

assumed "a r e a d i e r t r a n s l a t i o n o f c o r p o r a t e i n c o m e s i n t o c o n -
8 6 

sumer's demand t h a n we s h o u l d a l l o w . " 

T h i s a r g u m e n t seems t o i m p l y t h a t even i f c o r p o r a t e s a v i n g s 

a r e used f o r c a p i t a l i n v e s t m e n t t h e r e w o u l d s t i l l be a p r o b l e m . 

T h a t t h i s i s t h e case i s made c l e a r e r i n some l a t e r a r t i c l e s 

w h i c h p r e s e n t a t h e o r y o f d e p r e s s i o n s s i g n i f i c a n t l y d i f f e r e n t 
82. I b i d . , pp.192, 216-218. 
83. I b i d . , pp.182-187. 
84. I b i d . , pp.198-199; see a l s o R.G. T u g w e l l , "When C o r p o r 

a t i o n s Save," op . c i t . , p p.187-192. 
85. R.G. T u g w e l l , "When C o r p o r a t i o n s Save," op. c i t . , p.188. 
86. R.G. T u g w e l l , "The T h e o r y o f O c c u p a t i o n a l O b s o l e s c e n c e , 

• p . c i t . , p.183. 
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f r o m M i t c h e l l ' s . T u g i u e l l , a f t e r 1934, can be f o u n d a r g u i n g 

t h a t d e p r e s s i o n s a r e t h e r e s u l t o f a " l a c k o f c o - o r d i n a t i o n 
8 7 

betiueen p r o d u c i n g and c o n s u m i n g power." He a r g u e d t h a t i n 

p r o s p e r o u s t i m e s s a v i n g s t e n d t o be used f o r c a p i t a l i n v e s t 

ment, w h i c h may o v e r - e x p a n d p r o d u c t i v e c a p a c i t y r e l a t i v e t o 

c o n s u m p t i o n . T h i s o v e r - e x p a n s i o n o c c u r r e d because b u s i n e s s 

men, a l t h o u g h t h e y u n d e r t o o k p l a n n i n g w i t h i n t h e i r own c o r p o r 

a t i o n s , c o u l d n o t p l a n t h e whole i n d u s t r y . I n p r o s p e r o u s 

t i m e s b u s i n e s s m e n " t e n d e d t o assume an u n l i m i t e d m a r k e t " w i t h 
8 8 

"each m a k i n g c a p i t a l c o m m i t m e n t s o u t o f s u r p l u s . " As a 

r e s u l t 
. . . i n d u s t r i e s f i n d t h e m s e l v e s p e r i o d i c a l l y w i t h a 
f a i l i n g m a r k e t . When t o o much i s saved and f i n d s 
i t s way i n t o f a c t o r i e s , w a r e h o u s e s , t r a n s p o r t 
f a c i l i t i e s and t h e l i k e , o u r p r o d u c t i v e e q u i p m e n t 
t e n d s t o o u t g r o w any demand t h e r e may be f o r t h e 
p r o d u c t . One o f t h e f a v o r i t e d e v i c e s r e s o r t e d t o 
i n t h i s s i t u a t i o n i s an e n l a r g e m e n t o f h i g h -
p r e s s u r e s a l e s m a n s h i p and a d v e r t i s i n g i n an a t t e m p t 
t o c r e a t e m a r k e t s f o r c i b l y . But i f p h y s i c a l p u r 
c h a s i n g power i s a c t u a l l y d e f i c i e n t t h e o n l y r e s u l t 
t h i s can have i s t o t a k e b u s i n e s s away f r o m someone 
e l s e , d e s t r o y i n g t h e momentary e q u i l i b r i u m - - t h e 
w h o l e c a n n o t be e n l a r g e d . 

The cause o f d e p r e s s i o n s , t h e n , was t h e t e n d e n c y f o r 

p r o d u c t i v e p o t e n t i a l t o o u t s t r i p c o n s u m p t i o n demand. The 

b u s i n e s s r e a c t i o n t o such a s i t u a t i o n , a t l e a s t i n t h e h i g h l y 

t e c h n o l o g i c a l and more c o n c e n t r a t e d s e c t o r s where some d e g r e e 

o f c o n t r o l o v e r p r i c e c o u l d be e x e r c i s e d , was n o t t o r e d u c e 

p r i c e s , b u t t o i n c r e a s e s a l e s e f f o r t , and, i f t h a t f a i l e d , t o 

87. R.G. T u g w e l l and H.C. H i l l , o p • c i t . , pp.314-317; and 
R.G. T u g w e l l , "When C o r p o r a t i o n s Save," op . c i t . , passim.. 

88. R.G. T u g w e l l , "When C o r p o r a t i o n s Save," o p . c i t . , p.189 ; 
R.G. T u g w e l l and H.C. H i l l , o p . c i t . , pp.314-317. 

89. R.G. T u g w e l l , "When C o r p o r a t i o n s Save," op. c i t . , p.189. 



r e d u c e o u t p u t . On t h e o t h e r hand, i n s e c t o r s such as a g r i c u l 

t u r e , o u t p u t r e m a i n e d f a i r l y s t a b l e w h i l e p r i c e s f e l l r a p i d l y 
90 

i n t h e f a c e o f d e c r e a s e d demand. These d i f f e r e n t r e a c t i o n s 

i n d i f f e r e n t s e c t o r s d i s t u r b e d t h e " e x c h a n g e a b i l i t y " o f 

a g r i c u l t u r a l f o r i n d u s t r i a l goods, d e s t r o y i n g t h e " b a l a n c e " 

b etween a g r i c u l t u r a l and i n d u s t r i a l p r i c e s . T u g w e l l a r g u e d 

t h a t " i f a l l p r i c e s t h r o u g h o u t o u r economy had been as f l e x i b l e 

as t h o s e i n t h e f a r m a r e a were, i t i s g u i t e p o s s i b l e t h a t t h e 
91 

1929 d e p r e s s i o n w o u l d have been o f m i n o r c o n s e q u e n c e . " 

11/ T u g w e l l ' s U n d e r c o n s u m p t i o n i s m . 

The l i n e s o f a r g u m e n t w h i c h f o r m e d t h e b a s i s f o r T u g w e l l ' s 

v i e w s on t h e g r e a t d e p r e s s i o n can be summarised as f o l l o w s : 

t e c h n o l o g i c a l change had l e d t o c o n s i d e r a b l e g a i n s i n p o t e n t i a l 

o u t p u t , b u t t h e s e same changes had a l s o l e d t o i n f l e x i b l e p r i c e s 

i n m a n u f a c t u r i n g i n d u s t r y and t o t h e a d v e n t o f c o r p o r a t e s a v i n g . 

P r o d u c t i v i t y g a i n s were n o t b e i n g passed on i n t h e f o r m o f 

l o w e r p r i c e s o r h i g h e r wages b u t were i n s t e a d g o i n g i n t o s a v i n g s 

T u g w e l l ' s a r g u m e n t a t t h i s p o i n t b r e a k s i n t o two s t r a n d s , t h e 

f o r m e r s u g g e s t i n g t h a t s a v i n g i s a p r o b l e m no m a t t e r how t h e 

s a v i n g s a r e used, as t h e r e w i l l be some l e a k a g e f r o m t h e co n 

s u m p t i o n s t r e a m ; and t h e l a t t e r s u g g e s t i n g t h a t t h e d i f f i c u l t y 

i s t h a t o v e r s a v i n g may l e a d t o o v e r i n v e s t m e n t and t h e o v e r 

e x p a n s i o n o f p r o d u c t i v e c a p a c i t y r e l a t i v e t o c o n s u m p t i o n . Tug

w e l l ' s a r g u m e n t s f i t p e r f e c t l y i n t o t h e c h a r a c t e r i s a t i o n o f 
92 

u n d e r c o n s u m p t i o n i s m g i v e n by H a r b e r l e r , t h e o n l y d i f f e r e n c e s 

90. R.G. T u g w e l l , "The Road t o Economic R e c o v e r y , " o p • c i t . 
p p.33-34, 46. 

9 1 . I b i d . , p.33. 
92. G. H a r b e r l e r , P r o s p e r i t y and D e p r e s s i o n , pp.118-124. 



b e i n g T u g u i e l l ' s use o f t h e i d e a o f p r i c e i n f l e x i b i l i t y and 

h i s t o t a l l a c k o f m e n t i o n o f m o n e t a r y s o l u t i o n s . I n T u g u j e l l ' s 

work t h e p r o b l e m o f o v e r - i n v e s t m e n t c o u l d be overcome i f p r i c e s 

were f l e x i b l e and t h e r e a l i n c o m e s o f consumers r o s e , b u t he 

a r g u e d t h a t p r i c e s were i n f l e x i b l e downwards i n t h e m a n u f a c t u r i n 

s e c t o r s . C o n s u m p t i o n demand r e m a i n s i n s u f f i c i e n t and d e p r e s s i o n 

r e s u l t s . P r i c e s do f a l l i n t h e f l e x i b l e p r i c e s e c t o r s such as 

a g r i c u l t u r e , b u t due t o t h e i n f l e x i b l e p r i c e s e l s e w h e r e t h e 

r e a l i ncomes o f f a r m e r s a l s o f a l l . 

T h e r e i s a sense i n w h i c h T u g u j e l l ' s work, a l t h o u g h p h r a s e d 

i n s t a t i c t e r m s , can be seen as a c o n s i d e r a t i o n o f t h e p r o b l e m 

o f s t e a d y g r o w t h . G i v e n r a p i d t e c h n o l o g i c a l advance t h e r e w i l l 

be i n c r e a s i n g o u t p u t o v e r t i m e . A l l w o u l d be w e l l , i n T u g u j e l l ' s 

v i e w , i f f a c t o r payments i n c r e a s e d a c c o r d i n g l y , o r i f p r i c e s 

f e l l , i n c r e a s i n g r e a l i n c o m e s . F i r m s , however, do n o t r e d u c e 

p r i c e s , and do n o t i n c r e a s e wages. I n s t e a d , t h e f r u i t s o f t h e 

i n c r e a s e d p r o d u c t i v i t y go i n t o c o r p o r a t e s a v i n g s and a r e t h e n 

used t o f u r t h e r i n c r e a s e p r o d u c t i v e p o t e n t i a l t h r o u g h new i n v e s t 

ment. E v e n t u a l l y a p o i n t i s r e a c h e d where a l l o u t p u t s c a n n o t 

be s o l d a t t h e g o i n g p r i c e l e v e l and so a d e p r e s s i o n s e t s i n . 

T u g u j e l l ' s p o i n t was t h a t t h e c o n s u m p t i o n o f f i n a l o u t p u t s must 

grow a t a f a s t enough r a t e t o m a i n t a i n f u l l employment i n t h e 

f a c e o f t e c h n o l o g i c a l change. P r i c e r i g i d i t y , t h e i d e a t h a t 

income d i s t r i b u t i o n i s based on m a r k e t power n o t m a r g i n a l p r o d 

u c t i v i t i e s , and t h e e x i s t e n c e o f c o r p o r a t e s a v i n g s a r e a l l 

i m p o r t a n t e l e m e n t s i n h i s o p i n i o n t h a t a c o r r e c t b a l a n c e b e t w e e n 

c o n s u m p t i o n and p r o d u c t i v e p o t e n t i a l i s u n l i k e l y t o be c o n s i s 

t e n t l y m a i n t a i n e d by u n r e g u l a t e d m a r k e t s . 

T u g u j e l l ' s i d e a s on d e p r e s s i o n s were by no means u n i q u e ; 
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i n d e e d h i s work a p p e a r s a l m o s t as an amalgam o f t h e t h e o r i e s 

p r o d u c e d by H.G. M o u l t o n and o t h e r s a t B r o o k i n g s , and by F.C. 

M i l l s , G. Means, W.T. F o s t e r , W. C a t c h i n g s , and J.A. Hobson. 

As Hobson, F o s t e r , and C a t c h i n g s have been seen as a n t i c i p a t o r s 
93 

o f Keynes, t h e q u e s t i o n o f t h e e x t e n t t o w h i c h T u g w e l l can 

be s i m i l a r l y v i e w e d i s r a i s e d . 

The i n v e s t i g a t i o n s u n d e r t a k e n by t h e B r o o k i n g s I n s t i t u t i o n 

l e d them t o t h e c o n c l u s i o n t h a t U.S. i n d u s t r y was c a p a b l e o f 

p r o d u c i n g c o n s i d e r a b l y more t h a n was a c t u a l l y b e i n g p r o d u c e d , 

as t h e r e was a l a c k o f e f f e c t i v e demand c r e a t e d by t h e c o n c e n 

t r a t e d d i s t r i b u t i o n o f income and t h e h i g h l e v e l s o f s a v i n g 

u n d e r t a k e n by t h e w e a l t h y . As w i t h T u g w e l l t h e blame was p l a c e d 

on t o o much s a v i n g , and t h e B r o o k i n g s s t u d y a l s o blamed i n 

f l e x i b l e p r i c e s f o r t h e l a c k o f a d j u s t m e n t t o f u l l u t i l i s a t i o n . ^ 

The s i m i l a r i t y between t h e s e i d e a s and t h o s e o f T u g w e l l i s 

q u i t e c l e a r , b u t t h e r e a r e some i m p o r t a n t p o i n t s o f d i f f e r e n c e . 

The B r o o k i n g s s t u d y d i d n o t p l a c e much emph a s i s on c o r p o r a t e 

s a v i n g s and t e n d e d t o blame t h e d i s t r i b u t i o n o f income f o r t h e 

h i g h l e v e l o f s a v i n g . A l s o , and more i m p o r t a n t l y , t h e B r o o k i n g s 

s t u d i e s were c o n c e r n e d n o t w i t h t h e l a r g e amounts o f s a v i n g s 

b e i n g i n v e s t e d i n p l a n t and e q u i p m e n t , b u t w i t h t h e p o s s i b i l i t y 

t h a t s a v i n g s w o u l d o u t s t r i p i n v e s t m e n t o p p o r t u n i t i e s , and w o u l d 

93. L. K l e i n , The K e y n e s i a n R e v o l u t i o n , pp.124-147. 
94. See M.. Leven, H.G. M o u l t o n , and C. W a r b a r t o n , A m e r i c a ' s 

C a p a c i t y t o Consume ( W a s h i n g t o n , D.C., 1 9 3 4 ) ; E. N o u r se, e t a 1 . , 
A m e r i c a ' s C a p a c i t y t o P r o d u c e ( W a s h i n g t o n , D.C., 1 9 3 3 ) ; and f o r 
a c o n c i s e summary o f t h e B r o o k i n g s f i n d i n g s see H.G. M o u l t o n , 
The T r o u b l e w i t h C a p i t a l i s m i s t h e C a p i t a l i s t s ( P i t t s b u r g , 1 9 3 5 ) . 
T h i s i s a r e p r i n t o f an a r t i c l e o r i g i n a l l y p u b l i s h e d by F o r t u n e 
12 ( 1 9 3 5 ) : 7 7 - 8 1 . 
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95 t h e r e f o r e f a i l a l t o g e t h e r t o e n t e r t h e s p e n d i n g s t r e a m . I n 

t h i s manner t h e B r o o k i n g s s t u d i e s were c l o s e r t o Keynes t h a n 

T u g w e l l was, a l t h o u g h t h e B r o o k i n g s s t u d i e s f a i l e d t o a n a l y s e 

t h e i n t e r e s t r a t e mechanism and p u t more w e i g h t on t h e e x i s t e n c e 

o f i n f l e x i b l e p r i c e s . 

I n f l e x i b i l i t y o f p r i c e s a l s o p r o v i d e d t h e key p o i n t i n 

t h e a n a l y s e s p r e s e n t e d by F.C. M i l l s and G. Means. M i l l s , as 

p r e v i o u s l y n o t e d , f e l t t h a t i f p r o d u c t i v i t y g a i n s were n o t 

p a s s e d on t o t h e u l t i m a t e consumer i n t h e f o r m o f l o w e r p r i c e s 

t h e n p u r c h a s i n g power and s a l e s w o u l d n o t i n c r e a s e s u f f i c i e n t l y 
9 6 

t o keep employment up. I n Means' a n a l y s i s t h e r o l e o f i n 

f l e x i b l e p r i c e s was t o d i s r u p t t h e mechanisms o f m a r k e t a d j u s t 

ment. W i t h i n f l e x i b l e p r i c e s , p r o d u c e r s , i n t h e f a c e o f f a l l i n g 

demand, t e n d e d t o r e d u c e o u t p u t r a t h e r t h a n p r i c e and t h i s 

c r e a t e d unemployment. Means, l i k e T u g w e l l , was c o n c e r n e d w i t h 

t h e e f f e c t o f i n f l e x i b l e i n d u s t r i a l p r i c e s on f l e x i b l e p r i c e 

s e c t o r s such as a g r i c u l t u r e , b u t Means d i d n o t s h a r e T u g w e l l ' s 

o v e r - s a v i n g , o v e r - i n v e s t m e n t t h e o r y , and p l a c e d more emp h a s i s 
97 

on m o n e t a r y f a c t o r s as a cause o f t h e i n i t i a l d i s t u r b a n c e . 

T u g w e l l ' s s t r e s s on i n f l e x i b l e p r i c e s , t h e n , was a common 

c o n c e r n among A m e r i c a n e c o n o m i s t s o f t h e t i m e . P r i c e i n f l e x 

i b i l i t y was seen by T u g w e l l , M i l l s , Means, and by t h e e c o n o m i s t s 

95. H.G. M o u l t o n , The T r o u b l e w i t h C a p i t a l i s m i s t h e Cap-
i t a l i s t s , p p.12-15. 

96. F.C. M i l l s , P r i c e s i n R e c e s s i o n and R e c o v e r y (New Y o r k , 
1 9 3 6 ) , pp.451-464. 

97. G. Means, "Notes on I n f l e x i b l e P r i c e s , " A m e r i c a n Economic 
Review 26, supp. ( 1 9 3 6 ) : 23-35; G. Means, I n d u s t r i a l P r i c e s and 
T h e i r R e l a t i v e I n f l e x i b i l i t y (Doc. No. 13, 7 4 t h C o n g r e s s , 1 s t 
S e s s i o n , W a s h i n g t o n , D.C., 1 9 3 5 ) ; G. Means.,. " B u s i n e s s C o m b i n a t i o n s 
and A g r i c u l t u r e , " J o u r n a l o f Farm Economics 20 ( 1 9 3 8 ) : 53-57. 
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a t B r o o k i n g s as p e r h a p s t h e s i n g l e most i m p o r t a n t cause o f 

t h e economy's f a i l u r e t o a d j u s t once a d o w n t u r n had s t a r t e d . 
9 8 

I n t h i s t h e y d i f f e r e d s u b s t a n t i a l l y f r o m Keynes whose emp h a s i s 

was on t h e i n a b i l i t y o f t h e i n t e r e s t r a t e t o e q u a t e s a v i n g s and 

i n v e s t m e n t a t t h e f u l l employment l e v e l o f i n c o m e . 

O t h e r a s p e c t s o f T u g w e l l ' s work compare most c l o s e l y t o 

t h e i d e a s p r e s e n t e d by Hobson and by F o s t e r and C a t c h i n g s . 

L i k e Hobson, T u g w e l l was c o n c e r n e d w i t h i n d u s t r i a l p r o g r e s s 

and w i t h t h e i d e a t h a t s a v i n g and c o n s u m p t i o n must be c o - o r d 

i n a t e d f o r t h a t p r o g r e s s t o p r o c e e d s m o o t h l y . Thus, Hobson can 

be f o u n d a r g u i n g t h a t : 
T h e r e e x i s t s a t t h e p r e s e n t moment a r i g h t p r o p o r 
t i o n b etween s p e n d i n g and s a v i n g . . . I n d u s t r i a l 
p r o g r e s s . , . c o n s i s t s l a r g e l y i n t h e a s c e r t a i n m e n t 
o f t h i s p r o p o r t i o n and t h e a d j u s t m e n t o f i n d u s t r y 
t o i t . . . T h e r i g h t p r o p o r t i o n o f s a v i n g t o s p e n d i n g 
a t any g i v e n t i m e depends upon t h e p r e s e n t con
d i t i o n o f t h e a r t s o f p r o d u c t i o n and c o n s u m p t i o n 
and t h e p r o b a b i l i t i e s o f such changes i n modes o f 
work o r l i v i n g as s h a l l p r o v i d e s o c i a l u t i l i t y f o r 
new f o r m s o f c a p i t a l w i t h i n t h e n e a r o r c a l c u a b l e 
f u t u r e . 

The u s u a l v i e w o f Hobson's work i s t h a t he f e l t t h a t , i n 

booms, d e c i s i o n s t o save " r e s u l t e d i n an e q u i v a l e n t amount o f 

i n t e n d e d i n v e s t m e n t , " and t h a t d e p r e s s i o n s o c c u r r e d when " s a v i n g 

( a n d hence i n v e s t m e n t ) somehow became t o o g r e a t r e l a t i v e t o 

c o n s u m p t i o n . "''^ Hobson's a r g u m e n t has been summarised by 

98. For comment on t h i s see G. Means, " M o n e t a r y I n s t i t u t i o n s 
t o S e rve t h e Modern Economy," i n I n s t i t u t i o n a l A d j u s t m e n t , ed., 
C. Thompson ( A u s t i n , 1 9 6 7 ) , pp.149-177. 

99. J.A. Hobson, The I n d u s t r i a l System ( L o n d o n , 1 9 1 0 ) , p.55; 
see a l s o A. Hansen, B u s i n e s s C y c l e s and N a t i o n a l Income, pp.254-
258. 

100. See A.H. G l e a s o n , " F o s t e r and C a t c h i n g s : A R e a p p r a i s a l , " 
J o u r n a l o f P o l i t i c a l Economy 67 ( 1 9 5 9 ) : 160; A. Hansen, o p . c i t . , 
p p.255-256. 
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G l e a s o n as f o l l o w s : 

As s a v i n g i n c r e a s e d p r o p o r t i o n a t e l y d u r i n g t h e 
boom, c o n s u m p t i o n a u t o m a t i c a l l y became p r o p o r t i o n a t e l y 
l e s s u n t i l a c r i t i c a l p o i n t was r e a c h e d a t w h i c h i t 
w o u l d n o t s u p p o r t a t a d e q u a t e p r i c e s t h e i n c r e a s e d 
volume o f goods p r o v i d e d by t h e g r o w i n g c a p a c i t y . 
C o n s e q u e n t l y t h e r e must be some t h e o r e t i c a l l y b e s t 
r e l a t i o n between c o n s u m p t i o n and s a v i n g w h i c h would 
r e s u l t i n s t a b i l i t y . ^ n ^ 

The d i f f e r e n c e s between Hobson and T u g w e l l stem f r o m t h e 

l a t t e r ' s e m p h a s i s on c o r p o r a t e s a v i n g and p r i c e r i g i d i t i e s w h i c h 

do n o t p l a y a r o l e i n Hobson's work. A l s o , Hobson t o o k h i s 

a n a l y s i s f u r t h e r , d e s c r i b i n g t h e p r o c e s s i o n o f e v e n t s t h r o u g h 
102 

t h e d e p r e s s i o n t o e v e n t u a l r e c o v e r y . T u g w e l l ' s work s t o p s 

s h o r t a t t h e p o i n t o f t h e d o w n t u r n and i t i s u n c l e a r w h e t h e r 

T u g w e l l f e l t t h a t t h e economy w o u l d r e m a i n d e p r e s s e d o r w o u l d 

e v e n t u a l l y r e c o v e r . N o n e t h e l e s s t h e r e i s a s t r o n g s i m i l a r i t y 

b e t w e e n Hobson's and T u g w e l l ' s v i e w s on t h e cau s e s o f d e p r e s s i o n s . 

F o s t e r and C a t c h i n g s a g r e e d t h a t t h e r e may be a " s h o r t a g e " 

o f consumer demand due t o i n d i v i d u a l and c o r p o r a t e s a v i n g s . 

T h i s s h o r t a g e o f consumer demand due t o s a v i n g may, however, be 
103 

" o f f s e t " i n a number o f ways. F o s t e r and C a t c h i n g s made a 

d i s t i n c t i o n b etween t h o s e o f f s e t t i n g e x p e n d i t u r e s w h i c h do n o t 

add t o t h e s u p p l y o f consumer goods and t h o s e t h a t do. The most 

common o f f s e t i s i n v e s t m e n t i n p l a n t and m a c h i n e r y w h i c h does 

add t o t h e s u p p l y o f consumer goods, and t h i s c r e a t e s a second 

t y p e o f s h o r t a g e o f consumer demand w h i c h e x i s t s even i f s a v i n g s 

1 0 1 . A.H. G l e a s o n , o p . c i t . , p.160. 
102. See D.0. Coppock, "A R e c o n s i d e r a t i o n o f Hobson's T h e o r y 

o f Unemployment," M a n c h e s t e r S c h o o l 21 ( 1 9 5 3 ) : 14-19. 
103. W.T. F o s t e r and W. C a t c h i n g s , P r o f i t s ( B o s t o n , 1 9 2 5 ) , 

pp.274-280, 3 5 3 - 3 6 1 ; and A.H. G l e a s o n , op . c i t • , pp.157-159. 



a r e f u l l y o f f s e t by i n v e s t m e n t . T h i s s h o r t a g e i s due t o c o n 

sumer i n c o m e s w h i c h " a r e i n a d e q u a t e t o s u p p o r t t h e p u r c h a s e o f 

t h e g r o w i n g o u t p u t a t p r i c e s s u f f i c i e n t t o p r e v e n t a c y c l i c a l 

d e c l i n e . " 

The work o f Hobson and F o s t e r and C a t c h i n g s have o f t e n 

been lumped t o g e t h e r as an example o f u n d e r c o n s u m p t i o n i s t t h e o r y . 

The u s u a l c r i t i c i s m o f t h e p r e - K e y n e s i a n u n d e r c o n s u m p t i o n i s t s 

i s t h a t t h e y c o n c e n t r a t e d on t h e r e l a t i o n s h i p b e t w e e n s a v i n g 

and c o n s u m p t i o n , and t h o u g h t t h a t o v e r - s a v i n g was e v i d e n c e d by 

t h e i n v e s t m e n t o f t o o much s a v i n g s i n s t e a d o f t h e f a i l u r e t o 

f i n d i n v e s t m e n t o p p o r t u n i t i e s f o r a l l t h e s a v i n g s w h i c h p e o p l e 

d e s i r e d t o c r e a t e . C e r t a i n l y Keynes t o o k t h i s v i e w o f Hobson's 

work and c r i t i c i s e d Hobson on t h e b a s i s t h a t he was i n c o r r e c t i n 

. . . s u p p o s i n g t h a t i t i s a case o f e x c e s s i v e s a v i n g 
c a u s i n g t h e a c t u a l a c c u m u l a t i o n o f c a p i t a l i n 
e x c e s s o f what i s r e q u i r e d , w h i c h i s , i n f a c t , a 
s e c o n d a r y e v i l w h i c h o n l y o c c u r s t h r o u g h m i s t a k e s 
o f f o r e s i g h t ; whereas t h e p r i m a r y e v i l i s a p r o p e n 
s i t y t o save i n c o n d i t i o n s o f f u l l employment more 
t h a n t h e e q u i v a l e n t o f c a p i t a l w h i c h i s r e q u i r e d , 
t h u s p r e v e n t i n g f u l l employment e x c e p t when t h e r e i s 
a m i s t a k e o f f o r e s i g h t . ^ ^ 

More r e c e n t work has a t t e m p t e d t o d i s p u t e t h i s c h a r a c t e r 

i s a t i o n o f Hobson and s i m i l a r v i e w s e x p r e s s e d a b o u t F o s t e r and 

C a t c h i n g s . Coppock has a r g u e d t h a t Hobson was aware t h a t once 

f a c e d by a f a i l i n g m a r k e t b u s i n e s s m e n would r e d u c e t h e i r i n v e s t -
107 

ment p l a n s and s a v i n g may exceed i n v e s t m e n t . Coppock uses 

105 

104. W.T. F o s t e r and W. C a t c h i n g s , op. c i t . , pp.278-80; A.H. 
G l e a s o n , o p . c i t . , p.158. 

105. See G. H a r b e r l e r , o p . c i t . , p.118. 
106. J.M. Keynes, The G e n e r a l T h e o r y (New Y o r k , 1 9 6 4 ) , pp.367-
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t h i s t o a r g u e t h a t Hobson was c l o s e r t o Keynes t h a n i s o f t e n 
10 8 

a l l o w e d , t h e m a j o r d i f f e r e n c e b e i n g t h a t Hobson a p p r o a c h e d 

t h e p r o b l e m i n t e r m s o f " t h e dynamic a s p e c t s o f g r o w t h i n a 
1 09 

p r o g r e s s i v e economy." U n f o r t u n a t e l y , t h e a r g u m e n t f a i l s t o 

overcome t h e f a c t t h a t Hobson c l e a r l y t h o u g h t t h a t t h e i n i t i a l 

d i f f i c u l t y was caused by o v e r i n v e s t m e n t . 

W i t h F o s t e r and C a t c h i n g s t h e p o s i t i o n i s l e s s c l e a r , and 

t h e r e has been some d e b a t e o v e r t h e i r work. One r e c e n t c o n 

t r i b u t i o n , h owever, a r g u e s t h a t f o r F o s t e r and C a t c h i n g s o v e r 

s a v i n g was n o t t o o much s a v i n g r e l a t i v e t o c o n s u m p t i o n b u t t o o 
much s a v i n g r e l a t i v e t o i n v e s t m e n t , a p o s i t i o n much c l o s e r t o 

11 0 

Keynes. F o s t e r and C a t c h i n g s f e l t t h a t s t a b i l i t y c o u l d be 

a c h i e v e d w i t h any l e v e l o f s a v i n g p r o v i d e d t h a t " i n v e s t m e n t 

f u l l y o f f s e t s s a v i n g and i n a d d i t i o n i n c r e a s e s a t a s u f f i c i e n t 

r a t e t o p r o v i d e , t h r o u g h bank c r e d i t e x p a n s i o n , an a d e q u a t e 

p r i c e l e v e l f o r t h e g r o w i n g v a l u e o f consumer goods p r o d u c e d 
1 11 

by new c a p a c i t y c r e a t i n g f a c i l i t i e s . G l e a s o n has n o t e d 

t h a t t h i s p r o v i d e s an i n t e r e s t i n g a n t i c i p a t i o n o f Dornar g r o w t h 

t h e o r y . 

I t has been p o i n t e d o u t t h a t Hobson and T u g w e l l a p p r o a c h e d 

t h e p r o b l e m o f unemployment as a p r o b l e m i n s t e a d y g r o w t h , b u t 

i t seems c l e a r t h a t b o t h Hobson and T u g w e l l f e l l i n t o t h e e r r o r 

o f c o n c e n t r a t i n g on t h e s a v i n g / c o n s u m p t i o n r e l a t i o n s h i p i n s t e a d 

o f on t h e s a v i n g / i n v e s t m e n t r e l a t i o n s h i p . T u g w e l l ' s work, w i t h 
108. I b i d . , p . 2 1 . 
109. I b i d . , p . 2 1 . 
110. A.H. G l e a s o n , o p . c i t . , pp.160-162. 
1 1 1 . I b i d . , p.159. 
112. I b i d . , pp.162-164. 



i t s e m p h a s i s on o v e r - s a v i n g r e l a t i v e t o c o n s u m p t i o n and t h e 

i m p l i c a t i o n t h a t no m a t t e r what t h e l e v e l o f i n v e s t m e n t 

e q u i l i b r i u m c o u l d n o t be a c h i e v e d a t f u l l e m p loyment, i s open 

t o t h e K e y n e s i a n c r i t i c i s m o f Hobson. L i k e Hobson, and many 

o t h e r u n d e r c o n s u m p t i o n i s t s , T u g w e l l d i d n o t r e a l i s e t h a t " i n 

s p i t e o f a h i g h r a t e o f s a v i n g , t h e r e i s a l w a y s an e q u i l i b r i u m 
113 

p o s s i b l e w i t h f u l l employment o f t h e f a c t o r s o f p r o d u c t i o n . " 

Even compared w i t h Hobson and F o s t e r and C a t c h i n g s , T u g w e l l ' s 

work seems i n c o m p l e t e and u n s a t i s f a c t o r y . He n e v e r f u l l y ex

t e n d e d h i s a n a l y s i s and i g n o r e d m o n e t a r y f a c t o r s and t h e 

i n t e r e s t r a t e mechanism. 

T u g w e l l ' s w o r k , t h e r e f o r e , can be p l a c e d i n t h e p r e -

K e y n e s i a n u n d e r c o n s u m p t i o n i s t t r a d i t i o n , b u t T u g w e l l does n o t 

a p p e a r t o have made much advance o v e r t h e i d e a s o f Hobson. 

T u g w e l l was j u s t as vague as Hobson o v e r t h e d e t e r m i n a n t s o f 

i n v e s t m e n t and t e c h n i c a l a d v a n c e , and he was l e s s p r e c i s e t h a n 

Hobson o v e r t h e d e t e r m i n a n t s o f s a v i n g s . ^ ^ T u g w e l l ' s work 

t h e r e f o r e c a n n o t be seen as a v e r y s i g n i f i c a n t a n t i c i p a t i o n o f 

Keyne s 1 G e n e r a l T h e o r y . I n a d d i t i o n , t h e r e were few s i m i l a r i t i 

b e t ween T u g w e l l ' s and Keynes' p o l i c y p r o p o s a l s . T u g w e l l went 

f u r t h e r t o w a r d s p l a n n i n g t h a n Keynes, a p r e s c r i p t i o n t h a t was, 

a t l e a s t p a r t i a l l y , based on h i s v i e w t h a t t h e c e n t r a l p r o b l e m 

was t h e c o o r d i n a t i o n o f i n v e s t m e n t and c o n s u m p t i o n d e c i s i o n s . 

U T u g w e l l ' s P o l i c y P r o p o s a l s . 

I n h i s e a r l y work T u g w e l l ' s p o l i c y p r o p o s a l s were aimed 

113. G. H a r b e r l e r , o p • c i t . , p.125. 
114. L. K l e i n , o p . c i t . , p.137. 



328, 

p r i m a r i l y a t t h e r e g u l a t i o n o f l a r g e s c a l e f i r m s . He a r g u e d 

t h a t s uch l a r g e s c a l e e n t e r p r i s e s r e s u l t e d i n damage t o t h e 

p u b l i c i n t e r e s t , and t h a t t h i s j u s t i f i e d some k i n d o f r e g u l a t i o n 
11 5 

o v e r t h e i r a c t i v i t i e s . T u g m e l l f a v o u r e d t h e use o f a r e g 

u l a t o r y agency w h i c h w o u l d f i x p r i c e s by c a l c u l a t i n g t h e "nec

e s s a r y o r d e s i r a b l e " s u p p l y and s e l e c t i n g a p r i c e so as t o 
116 

c a l l f o r t h t h a t s u p p l y . T u g w e l l a d m i t t e d t h a t t h e d e t e r 

m i n a t i o n o f t h e "needed s u p p l y " i n v o l v e d " d i f f i c u l t s o c i a l 

m easurement," b u t a r g u e d t h a t p r i c e s c o u l d be s e t on t h e b a s i s 
117 

o f p a s t c o n s u m p t i o n h a b i t s and c o s t s o f p r o d u c t i o n . 

T u g w e l l m a i n t a i n e d t h a t p r i c e f i x i n g by a c o m m i s s i o n w o u l d 

be p r e f e r a b l e t o p r i c e f i x i n g by l e g i s l a t i o n as t h e l a t t e r 

w o u l d be u n a b l e t o r e s p o n d q u i c k l y t o c h a n g i n g p r o d u c t i o n c o n 

d i t i o n s o r c o n s u m p t i o n h a b i t s . As f o r t h e p o l i c y o f b r e a k i n g 

up m o n o p o l i e s and t h e a n t i - t r u s t l a w s , he a r g u e d t h a t t h e 

r e s u l t s o f t h e a n t i - t r u s t l a w s had shown them t o be l e s s t h a n 

s u c c e s s f u l , and f r o m T u g w e l l ' s e a r l i e r a r g u m e n t s i t can be 

s u r m i s e d t h a t he f e l t t h e p r o b l e m o f c o n t r o l o v e r p r i c e was 

no t l i m i t e d t o " a b s o l u t e " m o n o p o l i e s o r e x p l i c i t c o l l u s i o n , and 

t h a t t o b r e a k up l a r g e c o n c e r n s w o u l d r e s u l t i n a l o s s o f 

e c o n o m i c s o f s c a l e . 

The n e x t s t e p i n T u g w e l l ' s t h i n k i n g came w i t h t h e e x p e r i e n c e 

o f economic r e g u l a t i o n u n d e r t a k e n d u r i n g t h e F i r s t W o r l d War. 

T u g w e l l a r g u e d t h a t d u r i n g t h e war " t h e v e r y n a t u r e o f t h e 
115. R.G. T u g w e l l , "The Economic B a s i s f o r B u s i n e s s Regul

a t i o n , " op . c i t . , pp.654-658. 
116. I b i d . , pp.654-655. 
117. I b i d • , pp.655-656. 
118. I b i d . , pp.657-658. 



b u s i n e s s s y s t e m was c a l l e d i n t o q u e s t i o n , " and between A p r i l 

1917 and September 1918 "a s y s t e m o f c o n t r o l went i n t o 
119 

o p e r a t i o n w h i c h amounted t o t h e a b r o g a t i o n o f L a i s s e z - f a i r e . " 

T h a t t h e w a r - t i m e scheme o f c o n t r o l was s u c c e s s f u l he had no 

d o u b t : 
• f t h e a r r a n g e m e n t s w h i c h had a c t u a l l y been 
p e r f e c t e d a t t h e Lime o f t h e A r m i s t i c e , o r were 
i n i m m e d i a t e c o n t e m p l a t i o n , t h e most n o t a b l e 
f e a t u r e was t h e i r c o - o r d i n a t e d and c o - o p e r a t i v e 
n a t u r e . . . C o m p e t i t i o n i n b u s i n e s s , f o r i n s t a n c e , 
w h i c h . i s assumed t o be t h e l i f e o f o u r t r a d e , 
was, f o r t h e f i r s t t i m e , o f f i c i a l l y r e c o g n i s e d 
as i n e f f i c i e n t and w a s t e f u l . . . I t was seen t h a t 
t h e p h y s i c a l c a p a c i t y o f an i n d u s t r y t o p r o d u c e 
goods i s d i f f e r e n t f r o m i t s c a p a c i t y t o p r o d u c e 
p r o f i t s . For t h e moment we were a g r e e d t h a t goods 
were needed--more and more w i t h o u t l i m i t . But 
t o p r o d u c e them i n q u a n t i t i e s w h i c h w o u l d meet 
t h e need, i t was n e c e s s a r y t h a t no m a t e r i a l , no 
e f f o r t , no power, no p l a n t c a p a c i t y , s h o u l d be 
w a s t e d . And t h e p r o d u c t i o n o f t o o much o f t h i s 
and t o o l i t t l e o f t h a t had t o be s t o p p e d . ^ g 

T u g w e l l n o t e d t h a t t h e w a r t i m e c o n t r o l d i d n o t s t o p w i t h 

c o n t r o l o v e r p r i c e and o u t p u t , b u t e x t e n d e d i n t o t h e a r e a s o f 

income d i s t r i b u t i o n , wage b a r g a i n i n g , and c o n s u m p t i o n . I n 

economic t e r m s , t h e war, f o r T u g w e l l , was a r e l e a s e f r o m t h e 

" s e l f i m p o s ed f e t t e r s " o f a s y s t e m o f c o m p e t i t i v e e n t e r p r i s e 

and i n d i v i d u a l i n t e r e s t . E f f i c i e n c y grew f r o m t h e c o o p e r a t i o n 

among i n d u s t r i e s w h i l e t h e p u b l i c i n t e r e s t was a s s u r e d by 
121 

g o v e r n m e n t r e g u l a t i o n o f p r i c e . 
So f a r T u g w e l l ' s p o l i c y p r o p o s a l s can be seen as based on 

119. R.G. T u g w e l l , "The Paradox o f Peace," New R e p u b l i c 54 
( 1 9 2 8 ) : 263. See a l s o R.G. T u g w e l l , " A m e r i c a ' s War-Time S o c i a l i s m , 
o p . c i t . , pp.364-367. 

120. R.G. T u g w e l l , "The P a r a d o x ' o f Peace," op . c i t . , p.263. 
1 2 1 . R.G. T u g w e l l , " A m e r i c a ' s War-Time S o c i a l i s m , " op. c i t . , 

p p .364-366; R.G. T u g w e l l , "The Paradox o f Peace," o p . c i t . , pp.263-
264. 
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t h e i d e a o f t h e d i s t i n c t i o n b e t w e e n m a k i n g goods and m a k i n g 

money, and i t i s c l e a r t h a t T u g w e l l r e g a r d e d t h i s d i s t i n c t i o n 

as a b a s i c f l a w i n t h e c o m p e t i t i v e s y s t e m . I t was n o t , however, 

t h e o n l y f l a w , and a f t e r 1932 T u g w e l l expanded h i s a r g u m e n t s 

t o i n c l u d e h i s v i e w s on t h e e x i s t e n c e o f c o r p o r a t e s u r p l u s e s , 

and t h e l a c k o f c o - o r d i n a t i o n between i n v e s t m e n t and c o n s u m p t i o n 
1 22 

p l a n s . 

The u n r e g u l a t e d m a r k e t s y s t e m , t h e n , c o u l d l e a d , on t h e 

one hand, t o t h e r e s t r i c t i o n o f o u t p u t i n o r d e r t o g a i n m onopoly 

p r o f i t s , and on t h e o t h e r hand, t o f a u l t y and w a s t e f u l i n v e s t 

ment. These two m a j o r f l a w s i n t h e s y s t e m l e d t o t h e l e v e l o f 

economic a c t i v i t y b e i n g c o n s i d e r a b l y b e l o w t h e l e v e l o f p o t e n t i a l 

o u t p u t . T u g w e l l a l s o f e l t t h a t t h e g r o w t h i n t h e c o m p l e x i t y 

and p r o d u c t i v i t y o f i n d u s t r y had r e s u l t e d i n t h e d e c e n t r a l i s e d 

m a r k e t s y s t e m b e c o m i n g outmoded. For T u g w e l l , i n o r d e r t o 

r e a l i s e t h e f u l l p o t e n t i a l o f t h e i n d u s t r i a l s y s t e m t h e i n s t i t u t i o n s 

w h i c h g u i d e d economic a c t i v i t y s h o u l d be m o d i f i e d and a s y s t e m 

o f n a t i o n a l p l a n n i n g i n s t a l l e d . 

I n T u g w e l l ' s m i n d , t h e n , t h e r e was a p r e s s i n g and i m m e d i a t e 

need f o r a s y s t e m o f n a t i o n a l p l a n n i n g ; and he went t o con

s i d e r a b l e l e n g t h s t o a r g u e t h a t n a t i o n a l p l a n n i n g was p r o p e r l y 
1 23 

w i t h i n t h e powers o f g o v e r n m e n t and was q u i t e c o n s t i t u t i o n a l , 

and i n The I n d u s t r i a l D i s c i p l i n e and t h e G o v e r n m e n t a l A r t s he 

s e t o u t a scheme f o r t h e p l a n n e d a d m i n i s t r a t i o n o f i n d u s t r y . 

122. R.G. T u g w e l l , "The P r i n c i p l e o f P l a n n i n g and t h e 
I n s t i t u t i o n o f L a i s s e z - f a i r e , " op . c i t . , p p.75-92. 

123. R.G. t u g w e l l , "The P r i n c i p l e o f P l a n n i n g and t h e 
I n s t i t u t i o n o f L a i s s e z - f a i r e , " o p . c i t . , p.76. 
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T h i s c o n s i s t e d o f p l a n n i n g b o a r d s f o r each i n d u s t r y w h i c h 

w o u l d be c o n c e r n e d w i t h " m a i n t a i n i n g s t a n d a r d s o f c o m p e t i t i o n " 

and s e t t i n g "maximum p r i c e s and minimum wages." T h e r e w o u l d 

a l s o be a c e n t r a l o r g a n i s a t i o n w h i c h w o u l d a c t as a " m e d i a t i n g 

and i n t e g r a t i n g body f o r t h e c o - o r d i n a t i o n o f t h e s e v e r a l 

i n d u s t r i e s ' p l a n s and p o l i c i e s r e s p e c t i n g p r o d u c t i o n , p r i c e s , 

d i v i s i o n o f m a r k e t s , w o r k i n g c o n d i t i o n s and t h e l i k e . " T h i s 

c e n t r a l b o a r d w o u l d c o n s i s t o f r e p r e s e n t a t i v e s f r o m t h e i n d i v -
124 

i d u a l i n d u s t r y b o a r d s and r e p r e s e n t a t i v e s f r o m g o v e r n m e n t . 

Above t h e c e n t r a l b o a r d w o u l d be a " c o n t r o l l i n g body," a 

g o v e r n m e n t agency w h i c h w o u l d have powers t o i n v e s t i g a t e and 

r e v i e w t h e i n d u s t r y p o l i c i e s . T u g w e l l a l s o saw t h i s c o n t r o l 

l i n g body i m p o s i n g a r r a n g e m e n t s f o r p a t e n t p o o l i n g and t h e 

" c o n s e r v a t i o n o f e f f i c i e n c y , " as w e l l as e x e r c i s i n g d i s c i p l i n e 

o v e r t h e i n d u s t r i a l p l a n n i n g b o a r d s o r p a r t i c u l a r i n d u s t r i a l 

c o n c e r n s . The c o n t r o l l i n g body wou l d t r a n s m i t t o t h e c e n t r a l 

b o a r d t h e " g e n e r a l p l a n s f o r i n d u s t r y " worked o u t by t h e g o v e r n 

ment i t s e l f . These g e n e r a l p l a n s would c o n c e r n " c o n s u m p t i o n , 

p r o d u c t i o n , t h e a l l o c a t i o n o f c a p i t a l , and p r i c e s . " The 

c e n t r a l b o a r d w o u l d t h e n have t o r e c o n c i l e t h e p l a n s o f t h e 

v a r i o u s i n d u s t r i e s w i t h t h e i n d e p e n d e n t one t r a n s m i t t e d by t h e 

g o v e r n m e n t t h r o u g h i t s r e p r e s e n t a t i v e s on t h e b o a r d . T u g w e l l 

a l s o a r g u e d t h a t t h e r e w o u l d be a need f o r a p u b l i c a d v o c a t e , 

p a r t i c u l a r l y i n t h e a r e a s o f p r i c e r e g u l a t i o n and a l l o c a t i o n 

o f c a p i t a l , b u t he was n o t s p e c i f i c as t o how t h i s p u b l i c 

124. R.G. T u g w e l l , The 
G o v e r n m e n t a l A r t s (New Y o r k , 

I n d u s t r i a l D i s c i p l i n e and t h e 
1 9 3 3 ) , pp.212-216. 



r e p r e s e n t a t i o n s h o u l d be f i t t e d i n . 

T u g w e l l f e l t t h a t o p p o s i t i o n t o t h e e x t e n s i o n o f g o v e r n 

ment power was based on t h e v i e w t h a t g o v e r n m e n t was c o r r u p t 

and i n e f f i c i e n t , and he a t t e m p t e d t o r e f u t e t h a t v i e w by 

c l a i m i n g t h a t g o v e r n m e n t s h o r t c o m i n g s were due t o t h e c o r r u p t i o n 

o f g o v e r n m e n t by b u s i n e s s ; an a r g u m e n t t h a t was c l o s e l y l i n k e d 

t o h i s v i e w c o n c e r n i n g t h e e s s e n t i a l l y c o - o p e r a t i v e n a t u r e o f 

h u m a n i t y , and t h e u n d e s i r a b l e e f f e c t s o f t h e c o m p e t i t i v e s y s t e m 1 

r e l i a n c e on t h e m o t i v e s o f a c q u i s i t i o n . 

From what I know o f human n a t u r e I b e l i e v e t h a t 
t h e w o r l d a w a i t s a g r e a t o u t p o u r i n g o f e n e r g y so 
soon as we s h a l l have removed t h e dead hand o f 
c o m p e t i t i v e e n t e r p r i s e t h a t s t i f l e s p u b l i c i m p u l s e s 
and f i n d s use f o r o n l y t h e l e s s e f f e c t i v e and l e s s 
b e n e f i c i a l i m p u l s e s o f men. When i n d u s t r y i s 
g o v e r n m e n t and g o v e r n m e n t i s i n d u s t r y , t h e d u a l 
c o n f l i c t d e e p e s t i n o u r modern i n s t i t u t i o n s w i l l be 
a b a t e d . ^ 

F r a n k K n i g h t s u b j e c t e d T u g w e l l ' s v i e w t o c o n s i d e r a b l e c r i t i c i s m 

and p o i n t e d o u t t h a t : 

I f new economic o r a t o r y c o n v i n c e s t h e w o r l d , as 
w e l l i t may, t h a t t o " a b o l i s h " b u s i n e s s i s a l l 
t h a t i s needed t o p u r i f y g o v e r n m e n t and make i t 
a f i t i n s t r u m e n t o f a m i l l e n n i a l human s o c i e t y , 
i t w i l l i n d e e d i n i t i a t e an e x p e r i m e n t - - o f t h e 
g e n e r a l c h a r a c t e r o f a s c e r t a i n i n g w h e t h e r a c e r 
t a i n m a t e r i a l i s f o o d o r p o i s o n by s u b s t i t u t i n g 
i t f o r one's p r e v i o u s d i e t u n t i l t h e i s s u e i s 
d e t e r m i n e d . ^ y 

I n a l a t e r a r t i c l e , T u g w e l l d i d draw back a l i t t l e f r o m 

h i s more o p t i m i s t i c v i e w , and came t o d o u b t t h a t any o f t h e 

125. I b i d . , pp.212-216. 
126. R.G. T u g w e l l , "The P r i n c i p l e o f P l a n n i n g and t h e 

I n s t i t u t i o n o f L a i s s e z - f a i r e , " op . c i t . , pp.85-86, n.20. 
127. F. K n i g h t , "The New Economics and t h e C o n t r o l o f 

Economic A c t i v i t y , " J o u r n a l o f P o l i t i c a l Economy 40 ( 1 9 3 2 ) : 476 
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e x i s t i n g b r a n c h e s o f g o v e r n m e n t c o u l d p r o p e r l y " d i s c h a r g e t h e 

r e s p o n s i b i l i t y o f p l a n n i n g i n t h e p u b l i c i n t e r e s t . " T h i s , o f 

c o u r s e , d i d n o t mean t h a t T u g w e l l f e l t t h a t such g o v e r n m e n t a l 

r e s p o n s i b i l i t y c o u l d n o t be a c h i e v e d , o n l y t h a t a new b r a n c h 

o f g o v e r n m e n t w o u l d have t o be c r e a t e d t o o v e r s e e t h e p l a n n i n g 

p r o c e s s . T h i s neuj b r a n c h o f g o v e r n m e n t T u g a / e l l c a l l e d t h e 
128 

" F o u r t h Power" o r t h e " D i r e c t i v e " b r a n c h o f g o v e r n m e n t . 

T h i s d i r e c t i v e b r a n c h would be i n d e p e n d e n t o f t h e e x i s t i n g 

b r a n c h e s o f t h e e x e c u t i v e , l e g i s l a t i v e , and j u d i c i a r y , and 

would be s t a f f e d by e x p e r t s chosen on t h e b a s i s o f q u a l i f i c a t i o n s 

and who woul d be g i v e n r e l a t i v e l y l o n g t e r m s o f a p p o i n t m e n t . 

T u g w e l l , however, w i s h e d t h a t t h e d i r e c t i v e b r a n c h be d e m o c r a t i c 

and he saw i t as c o n c e r n e d o n l y w i t h t h e t e c h n i c a l means o f 

c a r r y i n g o u t t h e aims t h a t t h e p u b l i c i n d i c a t e d i t d e s i r e d . The 

p u b l i c w o u l d be a b l e t o e x p r e s s o p i n i o n s i n two ways, f i r s t , 

d i r e c t l y t h r o u g h a p r o v i s i o n f o r p u b l i c d e b a t e on a l l p r o p o s a l s , 

and, s e c o n d , i n d i r e c t l y t h r o u g h t h e l e g i s l a t u r e who would have 
t o a p p r o v e and pass i n t o l a w t h e p r o p o s a l s o f t h e d i r e c t i v e 

1 29 

b r a n c h . 

P l a n n i n g s h o u l d be d e m o c r a t i c b u t a t t h e same t i m e t h e 

p l a n n i n g b o a r d w o u l d have t o be more t h a n a m e r e l y a d v i s o r y 

body. P l a n n i n g had t o i n c l u d e a l l i n d u s t r i e s and i n v o l v e i t s e l f 

w i t h t h e c o n t r o l o f p r i c e s , p r o f i t m a r g i n s , t h e a l l o c a t i o n o f 

c a p i t a l , and t h e a d j u s t m e n t o f a g r i c u l t u r e and i n d u s t r y . I t 

128. R.G. T u g w e l l , "The F o u r t h Power," P l a n n i n g and C i v i c 
Commen t , A p r i l / J une 1939, p a r t I I 5 pp.2-30. See a l s o A. Gruch y , 
Modern Economic T h o u g h t , pp.437-439; and B. S t e r n s h e r , o p . c i t . , 
pp. 102-104. 

129. R.G. t u g w e l l , "The F o u r t h Power," op . c i t . , p.30. 
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s h o u l d a l s o be c o n c e r n e d w i t h s e t t i n g minimum wages, p r o v i d i n g 

a s o c i a l s e c u r i t y s y s t e m , and t h e p l a n n i n g o f c o n s u m p t i o n . 

T u g w e l l saw p l a n n i n g e x t e n d i n g t o slum c l e a r a n c e , u r b a n r e n e w a l , 

and t h e r e n o v a t i o n o f r u r a l l i f e , and he a d v o c a t e d t h e s e t t i n g 
130 

up o f p l a n n e d c o m m u n i t i e s o r g r e e n b e l t t o w n s . P l a n n i n g 

s h o u l d a l s o e x t e n d t o i n t e r n a t i o n a l t r a d e , as T u g w e l l saw t h e 

i d e a o f f r e e t r a d e as s i m p l y an e x t e n s i o n o f t h e t h e o r y o f 

l a i s s e z - f a i r e . He a d v o c a t e d t h e s e t t i n g up o f i m p o r t and ex-
131 

p o r t b o a r d s and t h e i n t e r n a t i o n a l c o - o r d i n a t i o n o f t r a d e . 

For T u g w e l l e v e r y t h i n g was p o s s i b l e u n d e r a p l a n n e d and 

c o - o r d i n a t e d economy w h i c h r e l e a s e d t h e c o - o p e r a t i v e i m p u l s e s 

o f men and t h e f u l l p r o d u c t i v e powers o f t h e economy f r o m t h e 

r e s t r i c t i v e bonds o f an i n s t i t u t i o n a l o r d e r based on c o m p e t i t i o n 

and s e l f - i n t e r e s t . 

T u g w e l l ' s v i e w s on p l a n n i n g d e e p l y i n f l u e n c e d h i s i d e a s on 

how t o d e a l w i t h t h e G r e a t D e p r e s s i o n , and as T u g w e l l was h e a v i l y 

i n v o l v e d i n t h e R o o s e v e l t a d m i n i s t r a t i o n h i s i d e a s had some 
132 

i n f l u e n c e on p o l i c y . T u g w e l l w i s h e d t o use t h e emergency o f 

t h e d e p r e s s i o n and t h e need f o r g o v e r n m e n t a l a c t i o n as a way 

o f i m p l e m e n t i n g i n s t i t u t i o n a l c h a n g e s . T u g w e l l was t h e r e f o r e 

i n t e r e s t e d i n p r o m o t i n g b o t h r e c o v e r y and i n d u s t r i a l r e o r g a n i s 

a t i o n , a l t h o u g h t h e p r e s s i n g need f o r t h e f o r m e r d i d r e s u l t i n 
130. R.G. T u g w e l l , "The P r i n c i p l e o f P l a n n i n g and t h e 

I n s t i t u t i o n o f L a i s s e z - f a i r e , " op . c i t . , p p.88-90; R.G. T u g w e l l , 
"The Meaning o f t h e G r e e n b e l t Towns," New R e p u b l i c 90 ( 1 9 3 7 ) : 42-43. 

13 1 . R.G. T u g w e l l , "The New Course o f I n t e r n a t i o n a l T r a d e , " 
i n I n t e r n a t i o n a l P r o b l e m s o f A g r i c u l t u r e , 1 2 t h M e e t i n g , G e n e r a l 
A s s embly, I n t e r n a t i o n a l I n s t i t u t e o f A g r i c u l t u r e (Rome, 1935) . 

132. T h e r e i s no i n t e n t i o n h e r e o f d e a l i n g w i t h T u g w e l l ' s 
r o l e i n t h e New D e a l i n d e t a i l , as t h i s w o u l d i n v o l v e more space 
t h a n i s a v a i l a b l e and w o u l d a l s o d u p l i c a t e r e s e a r c h u n d e r t a k e n by 
B. S t e r n s h e r i n h i s R e x f o r d Guy T u g w e l l and t h e New D e a l , and by 
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h i s o c c a s i o n a l l y recommending p o l i c i e s n o t i n t o t a l harmony 

w i t h h i s l o n g e r r u n v i e w s . 

T u g a / e l l was p e r h a p s most h e a v i l y i n v o l v e d w i t h A g r i c u l t u r a l 

A d j u s t m e n t A d m i n i s t r a t i o n , and w h i l e T u g w e l l w i s h e d t o see t h e 

d e v e l o p m e n t o f a l o n g t e r m p l a n o f l a n d use d e s i g n e d t o r e t i r e 

s u b m a r g i n a l l a n d f r o m c u l t i v a t i o n , p r o m o t e l a n d c o n s e r v a t i o n , 

a d j u s t a g r i c u l t u r e t o t h e needs o f t h e p o p u l a t i o n , and r e s t o r e 

t h e b a l a n c e between a g r i c u l t u r a l and i n d u s t r i a l p r i c e s , he was 

w i l l i n g t o s u p p o r t t h e e a r l y c r o p r e d u c t i o n programmes as an 

e x p e d i e n t w h i c h w o u l d r a i s e f a r m i ncomes and p u r c h a s i n g power.^ 

P l a n n i n g f o r a g r i c u l t u r e , when i t d e v e l o p e d a 
c o m p r e h e n s i b l e shape d u r i n g New D e a l d a y s , 
c o n s i s t e d l a r g e l y o f s h o w i n g how and on what 
t e r m s r e c i p r o c a l r e l a t i o n s w i t h o t h e r g r e a t 
f u n c t i o n i n g d i v i s i o n s o f t h e s o c i a l economy 
m i g h t be e s t a b l i s h e d - - n o t a b l y i n d u s t r y . T h i s 
was i n e v i t a b l e i n so g r e a t an emergency as t h e n 
e x i s t e d . T h i s p a r i t y was i d e n t i f i e d as t h e 
r e l a t i o n s h i p w h i c h had e x i s t e d a t a t i m e ( 1 9 0 9 -
14) when a g r i c u l t u r e had a t l e a s t n o t been 
d e p r e s s e d . 

L a t e r i n t h e (Mew D e a l w i t h t h e second A g r i c u l t u r a l A d j u s t 

ment A c t t h e i d e a o f c o n s e r v a t i o n was i n t r o d u c e d , and o t h e r 
13 6 

i d e a s were d e v e l o p e d such as t h e e v e r n o r m a l g r a n a r y . The 

d i f f i c u l t y was t h a t a f t e r t h i s p o i n t had been r e a c h e d t h e 

R.S. K i r k e n d a l l i n h i s d o c t o r a l t h e s i s "The (Mew D e a l P r o f e s s o r s 
and t h e P o l i t i c s o f A g r i c u l t u r e " ( U n i v e r s i t y o f W i s c o n s i n , 1 9 5 8 ) . 

133. B. S t e r n s h e r , op . c i t . , pp.106-107; and a l s o R.G. 
T u g w e l l , "A P l a n n e r ' s View o f A g r i c u l t u r e ' s F u t u r e , " J o u r n a l o f 
Farm Economics 31 ( 1 9 4 9 ) : 39-40. 

134. B. S t e r n s h e r , op. c i t . , pp.107, 170-188; R.G. T u g w e l l , 
"A P l a n n e r ' s View o f A g r i c u l t u r e ' s F u t u r e , " o p . c i t . , R.G. T u g w e l l , 
"A P l a n k on A g r i c u l t u r e , " New R e p u b l i c 55 ( 1 9 2 8 ) : 161-162 ( u n 
s i g n e d ) . 

135. R.G. T u g w e l l , "A P l a n n e r ' s View o f A g r i c u l t u r e ' s 
F u t u r e , " op . c i t . , p.43. 

136. I b i d . , p.43; B. S t e r n s h e r , op . c i t . , p p.262-278. 
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" a c c u m u l a t e d a g r e e m e n t " between t h e v a r i o u s f a r m g r o u p s was 

used up. What was more, l o b b y i s t s began t o p r e s s u r e f o r more 
1 37 

p r o t e c t i o n , and " r e d e f i n e p a r i t y - - u p w a r d s , o f c o u r s e . " 

D u r i n g h i s t i m e a t t h e D e p a r t m e n t o f A g r i c u l t u r e T u g w e l l 

a l s o p l a y e d a l e a d i n g r o l e i n t h e f o r m a t i o n o f a new Food and 

Drug A c t . Here a g a i n we see T u g w e l l ' s c o n c e r n w i t h t h e con

sumer i n t e r e s t . He recommended t h a t t h e r e g u l a t i o n s c o n c e r n 

i n g a d v e r t i s i n g , l a b e l l i n g , t h e c o n t e n t s o f m e d i c a l p r o d u c t s , 

and t h e l i k e s h o u l d a l l be t i g h t e n e d up. These p r o p o s a l s 

b r o u g h t an a v a l a n c h e o f c r i t i c i s m down on T u g w e l l , w h i c h was 

t o grow t o such an e x t e n t as t o e v e n t u a l l y i m p a i r h i s a b i l i t y 

t o o p e r a t e and make him a l i a b i l i t y t o t h e R o o s e v e l t a d m i n i s 

t r a t i o n . T u g w e l l r e s i g n e d f r o m o f f i c e i n 1936, w h i l e no new 
13 8 

f o o d and d r u g a c t passed u n t i l 1938. 

T u g w e l l was n o t o n l y i n v o l v e d w i t h t h e D e p a r t m e n t o f 

A g r i c u l t u r e and t h e AAA, b u t was a l s o i n v o l v e d i n t h e N a t i o n a l 

Recovery A d m i n i s t r a t i o n . Here, t o o , t h e r e was a d i f f i c u l t y . 

One g r o u p , t h e p l a n n e r s , wanted r e c o v e r y combined w i t h movement 

t o w a r d s a s y s t e m o f p l a n n i n g , o t h e r s , more i n t h e t r a d i t i o n o f 

A m e r i c a n l i b e r a l p r o g r e s s i v i s m , w i s h e d t o see r e c o v e r y c o m b i n e d 

w i t h r e g u l a t i o n o f i n d u s t r y a b u s e s , b u t a l s o w i t h t h e a t t e m p t 
1 39 

t o m a i n t a i n c o m p e t i t i v e c o n d i t i o n s . T u g w e l l , o f c o u r s e , was 

137. R.G. T u g w e l l , "A P l a n n e r ' s View o f A g r i c u l t u r e ' s 
F u t u r e , " o p . c i t . , p.43; see a l s o R.G. T u g w e l l , The S t r i c k e n Land 
(New Y o r k , 1 9 4 7 ) , p.24. 

138. B. S t e r n s h e r , o p . c i t . , pp.223-250; R.G. T u g w e l l , 
R o o s e v e l t ' s R e v o l u t i o n , pp.227-229, 288-289. 

139. B. S t e r n s h e r , op. c i t . , p p . 1 0 9 - 1 2 1 ; R.G. T u g w e l l , 
R o o s e v e l t ' s R e v o l u t i o n , pp.78-82; E.W. Hawley, The Mew D e a l and 
t h e P r o b l e m o f Monopoly ( P r i n c e t o n , 1 9 6 6 ) , pp.35-52. 
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a p l a n n e r and t h e NRA was an e x p r e s s i o n o f t h e p l a n n e r ' s i d e a l s , 

a l t h o u g h i t must be n o t e d t h a t w h i l e t h e r e was a g reement i n 

t h e p l a n n i n g g r o u p o v e r t h e need f o r p l a n n i n g and c o - o r d i n a t i o n , 

t h e r e was c o n s i d e r a b l e d i s a g r e e m e n t o v e r t h e r e s p e c t i v e r o l e s 

t h a t g o v e r n m e n t and b u s i n e s s s h o u l d p l a y . The N a t i o n a l R e c o v e r y 

A c t n e v e r s p e c i f i e d e x a c t l y "who would do t h e p l a n n i n g , how 

much o f i t w o u l d be done, and f o r whose b e n e f i t . " Over t h e s e 

i s s u e s d e v e l o p e d "one o f t h e m a j o r c o n t r o v e r s i e s t h a t s p l i t t h e 

NRA a d m i n i s t r a t i o n i n t o r i v a l g r o u p s . 

The NRA s o u g h t t o c o n t r o l p r i c e s and l e v e l s o f o u t p u t , t o 

p r o m o t e e f f i c i e n c y by a l l o w i n g c o n c e n t r a t i o n , and t o r e g u l a t e 

i n d u s t r i a l p r a c t i c e s o v e r wages, h o u r s o f work and many o t h e r 

a r e a s , by s e t t i n g up codes o f b e h a v i o u r . I t was T u g w e l l ' s hope 

t h a t t h e NRA be o r g a n i s e d a l o n g t h e l i n e s he had s e t o u t i n 

The I n d u s t r i a l D i s c i p l i n e and t h e G o v e r n m e n t a l A r t s and t h a t i t 

s h o u l d be b o t h an i n s t r u m e n t o f i n d u s t r i a l r e o r g a n i s a t i o n and 
141 

an i n s t r u m e n t o f r e c o v e r y . I n a l l o f t h e s e hopes T u g w e l l 

was t o be d i s a p p o i n t e d . 

A f t e r 1935 t h e d i r e c t i o n o f t h e New D e a l moved t o w a r d 
1 42 

p i e c e m e a l r e g u l a t i o n and away f r o m t h e i d e a o f p l a n n i n g . 
T u g w e l l saw t h i s s h i f t as t h e r e s u l t o f b u s i n e s s p r e s s u r e and 

143 
t h e u n d e r l y i n g " p r o g r e s s i v e o r t h o d o x y " o f R o o s e v e l t . Once 

140. E.W. Hawley, op . c i t . , p.45. 
1 4 1 . B. S t e r n s h e r , o p . c i t . , pp.154-160; R.G. T u g w e l l , The 

D e m o c r a t i c R o o s e v e l t , pp.282-326. See a l s o E.W. Hawley, o p . c i t . , 
p p.130-146; R.G. T u g w e l l , "The New D e a l : t h e P r o g r e s s i v e T r a d i t i o n , " 
W e s t e r n P o l i t i c a l Q u a r t e r l y 3 ( 1 9 5 0 ) : 403-409; A. S c h l e s i n g e r , 
The Coming o f t h e New D e a l '( B o s t o n ,'1 959) , pp.1 73- 1 76. 

142. B. S t e r n s h e r , o p . c i t . , p p . 1 2 2 - 1 4 1 ; R.G. T u g w e l l , The 
D e m o c r a t i c R o o s e v e l t , p.465. 
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T u g u i e l l r e a l i s e d t h a t a c o l l e c t i v i s t p l a n was n o t t o be 

i m p l e m e n t e d he s h i f t e d t o a d v o c a t i n g a p o l i c y o f d e f i c i t 

s p e n d i n g , b u t i t i s i m p o r t a n t t o r e a l i s e t h a t T u g w e l l d i d n o t 

b e l i e v e d e f i c i t s p e n d i n g t o be c a p a b l e o f s o l v i n g t h e u n d e r 

l y i n g p r o b l e m s o f t h e economy and t h o u g h t t h a t i t w o u l d a l s o 

c r e a t e i n f l a t i o n . N e v e r t h e l e s s , i f t h e a l t e r n a t i v e was s t a g 

n a t i o n , T u g w e l l was w i l l i n g t o s u p p o r t d e f i c i t s p e n d i n g as a 

t e m p o r a r y p o l i c y d e s i g n e d t o i n c r e a s e p u r c h a s i n g p o w e r . ^ ^ 

The n a t u r e o f T u g w e l l ' s c o n v e r s i o n t o d e f i c i t s p e n d i n g 

can be i l l u s t r a t e d by t h e f a c t t h a t i n 1932 he a r g u e d f o r a 

b a l a n c e d b u d g e t , w i t h p u b l i c w orks programmes b e i n g f i n a n c e d 

by i n c r e a s e d t a x a t i o n on h i g h i n c o m e s and i n h e r i t a n c e s . I n 

1933 he a r g u e d t h a t t h e g o v e r n m e n t m i g h t r u n a d e f i c i t , b u t 

t h a t t h e c u r r e n t a c c o u n t s h o u l d be k e p t i n b a l a n c e . ''^ W h i l e 

T u g w e l l s u b s e q u e n t l y c r i t i c i s e d R o o s e v e l t f o r c l i n g i n g t o t h e 

i d e a o f a b a l a n c e d b u d g e t , h i s own c o n v e r s i o n was f a r f r o m 

r a p i d o r c o m p l e t e . T u g w e l l c o n t i n u e d t o b e l i e v e t h a t w i t h a 

p r o p e r l y c o - o r d i n a t e d and p l a n n e d economy such d e v i c e s w o u l d 
• 147 be u n n e c e s s a r y . 

For T u g w e l l t h e New D e a l , f o r a l l i t s f a i l u r e s , was a 

f i r s t s t e p . I t r e s u l t e d i n t h e b e g i n n i n g s o f a s o c i a l s e c u r i t y 

s y s t e m and d i d s o m e t h i n g t o i m p r o v e t h e p o s i t i o n s o f a g r i c u l t u r e 

144. B. S t e r n s h e r , o p . c i t . , pp.107-108; R.G. T u g w e l l , "The 
F o u r t h Power," o p . c i t . , pp.4-12. 

145. See 3 . Dorfman, The Economic Mind i n A m e r i c a n C i v i l 
i z a t i o n , 5: 765-767. 

146. See R.G. T u g w e l l , "The New D e a l i n R e t r o s p e c t , " 
W e s t e r n P o l i t i c a l q u a r t e r l y 1 ( 1 9 4 8 ) : 373-385; R.G. T u g w e l l , 
R o o s e v e l t ' s R e v o l u t i o n , p.42. 

147. R.G. T u g w e l l , "The F o u r t h Power," op . c i t . , pp.4-12. 
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and l a b o u r r e l a t i v e t o b u s i n e s s . On t h e o t h e r hand, t h e 

NRA as an e x p e r i m e n t i n p l a n n i n g was n o t a s u c c e s s , t h e power 

o f t h e b u s i n e s s c ommunity and o f economic o r t h o d o x y was t o o 

g r e a t . As Hawley has p u t i t : 
Under t h e c i r c u m s t a n c e s , t h e New D e a l c o u l d engage 
o n l y i n p a r t i a l , p i e c e m e a l p l a n n i n g t h a t c o u l d be 
j u s t i f i e d on o t h e r g r o u n d s and d e s c r i b e d i n o t h e r 
t e r m s . Y e l t h e p l a n n e r s u u n t i n u e d t o hope, p a r t i c 
u l a r l y a f t e r t h e r e c e s s i o n o f 1937 b r o u g h t a new 
p e r i o d o f economic a d v e r s i t y and a new sense o f 
c r i s i s and d e s p a i r . The g r e a t m a j o r i t y o f t h e i r 
c o u n t r y m e n , however, d i d n o t a g r e e . T h e i r v i s i o n 
was t o r e m a i n e s s e n t i a l l y a m i r a g e , a p h a n t a s y t h a t 
p r o d u c e d t a n t a l i z i n g g l i m p s e s o f t h e p r o m i s e d l a n d 
b u t r e m a i n e d o u t s i d e t h e r e a l m o f e c o n o m i c , p o l i t i c a l , 
and p r a c t i c a l r e a l i t y . 

WI T u q w e l l and I n s t i t u t i o n a l i s m . 

T u g w e l l ' s work c l e a r l y c o n t a i n s many e l e m e n t s t h a t a r e 

v e r y s i m i l a r t o i d e a s e x p r e s s e d by l / e b l e n , M i t c h e l l , Dewey, and 

Hobson. T u g w e l l ' s n o t i o n s c o n c e r n i n g t h e need f o r i n s t i t u t i o n a l 

change i n t h e f a c e o f r e c e n t t e c h n i c a l a d v a n c e s , t h e s o c i a l l y 

i r r a t i o n a l n a t u r e o f c o m p e t i t i v e b e h a v i o u r , t h e e f f e c t o f mon

o p o l y e l e m e n t s , and t h e d i s t i n c t i o n b etween m a k i n g goods and 

making money, a l l had a l o n g p e d i g r e e i n i n s t i t u t i o n a l i s t t h i n k 

i n g . T u g w e l l c o m b i n e d t h e s e i d e a s w i t h h i s own i n t e r e s t i n 

a g r i c u l t u r a l p r o b l e m s , w i t h t h e p r a g m a t i s m and r e f o r m i s m o f 

Dewey, and w i t h M i t c h e l l ' s a d v o c a c y o f p l a n n i n g . 

The m a j o r d i f f e r e n c e b etween T u g w e l l and e a r l i e r i n s t i t -

u t i o n a l i s t s i s t o be f o u n d i n T u g w e l l ' s u n d e r c o n s u m p t i o n i s t v i e w s 

I n l / e b l e n ' s work d e p r e s s i o n i n a c o m p e t i t i v e s y s t e m i s due t o 

148. R.G. T u g w e l l , "The New D e a l i n R e t r o s p e c t , " op. c i t . , 
p.382. 

149. E.W. Hawley, op . c i t . , pp.185-186. 
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o v / e r c a p i t a l i s a t i o n , and i n a c o n c e n t r a t e d s y s t e m i s due t o t h e 

c o n t r o l o v e r o u t p u t and p r i c e e x e r c i s e d d i r e c t l y o r i n d i r e c t l y 

by t h e v e s t e d i n t e r e s t s . A l t h o u g h t h i s l a t t e r i d e a i s s t i l l 

v i s i b l e i n M i t c h e l l ' s and T u g w e l l ' s w r i t i n g s , t h e s e a r c h f o r 

monopoly p r o f i t i s n o t seen as t h e o n l y o r even t h e m a j o r cause 

o f t h e f a i l u r e o f t h e s y s t e m . I n M i t c h e l l ' s v i e w d e p r e s s i o n 

i s caused by a complex i n t e r a c t i o n o f many v a r i a b l e s , b u t stems 

f r o m t h e s y s t e m o f p e c u n i a r y i n s t i t u t i o n s . M i t c h e l l , h owever, 

had a l l o w e d t h a t t h e r e g u l a r f o u r phase c y c l e he had a n a l y z e d 

c o u l d be a l t e r e d by t h e e x i s t e n c e o f i n f l e x i b l e p r i c e s o r by 
150 

o t h e r i n s t i t u t i o n a l c h a n g e s , and T u g w e l l ' s work c a n , t h e r e 

f o r e , be seen as an a t t e m p t t o work o u t a t h e o r y o f d e p r e s s i o n 

i n t h e l i g h t o f d e v e l o p m e n t s such as i n f l e x i b l e p r i c e s , h i g h 

o v e r h e a d c o s t s , and c o r p o r a t e s a v i n g s . T u g w e l l ' s i d e a s on t h i s 

m a t t e r were, o f c o u r s e , r a p i d l y o v e r t a k e n by K e y n e s i a n dev

e l o p m e n t s , b u t , f o r a l l t h a t , T u g w e l l ' s v i e w s , and p a r t i c u l a r l y 

h i s s t r o n g p o s i t i o n on t h e need f o r p l a n n i n g , have had a con

t i n u i n g i n f l u e n c e on i n s t i t u t i o n a l i s t w r i t i n g . 

Among w r i t e r s who were c o n t e m p o r a r i e s o f T u g w e l l ' s , h i s 

i n f l u e n c e shows up most c l e a r l y i n t h e work o f H. T a y l o r and M. 

E z e k i e l . T a y l o r was f i r s t a s t u d e n t and t h e n a c o l l e a g u e o f 

T u g w e l l ' s a t C o l u m b i a U n i v e r s i t y and h i s w r i t i n g s show a marked 

s i m i l a r i t y t o T u g w e l l ' s . T a y l o r ' s book C o n t e m p o r a r y Economic 

P r o b l e m s and T r e n d s , r e l i e s h e a v i l y on T u g w e l l ' s i d e a s . T a y l o r 

can be f o u n d a r g u i n g f o r an e x p e r i m e n t a l a p p r o a c h , t h e use o f 

150. W.C. M i t c h e l l , "The S o c i a l S c i e n c e s and N a t i o n a l 
P l a n n i n g , " o p . c i t . , pp.91-92. 



n a t i o n a l p l a n n i n g , and t a k i n g p o s i t i o n s on c o r p o r a t e b e h a v i o u r , 
151 

and r e l a t e d i s s u e s , s t r i k i n g l y s i m i l a r t o T u g w e l l ' s . 

P erhaps T a y l o r ' s most i n t e r e s t i n g i d e a s a r e e x p r e s s e d i n 

h i s M a k i n g Goods and Making Money. T a y l o r a r g u e d t h a t w h i l e 

t h e r e was a c o n f l i c t between m a k i n g goods and m a k i n g money, t h e 

l o g i c o f c a p i t a l i n t e n s i v e p r o d u c t i o n was d o i n g s o m e t h i n g t o 
152 

a l l e v i a t e t h e p r o b l e m . L i k e T u g w e l l , T a y l o r f e l t t h a t w i t h 

l a r g e s c a l e p r o d u c t i o n t e c h n i q u e s w i t h t h e i r h i g h o v e r h e a d 

c o s t s , f i r m s w o u l d be o b l i g e d t o p r o d u c e a t h i g h volume i n o r d e 

t o a c h i e v e l o w c o s t p r o d u c t i o n . Thus, w h i l e t h e c o n f l i c t 

b etween m a k i n g goods and ma k i n g money was s t i l l e x t a n t and em

bedded i n t h e i n s t i t u t i o n s o f p r i v a t e p r o p e r t y and p r i v a t e 

e n t e r p r i s e , t h e d i r e c t i o n o f t e c h n i c a l change meant t h a t t h e 

" f r o n t i e r o f c o n f l i c t between s o c i a l and i n d i v i d u a l i n t e r e s t s 
153 

i s b e i n g pushed s t e a d i l y f u r t h e r away." T h i s i s a v i e w t h a t 

r e p r e s e n t s a s i g n i f i c a n t m o d i f i c a t i o n o f l / e b l e n ' s v i e w s , and an 

e x t e n s i o n o f T u g w e l l ' s n o t i o n s c o n c e r n i n g t h e d i r e c t i o n o f 

movement f r o m l o w volume and h i g h c o s t p r o d u c t i o n t o h i g h v o l u m 

and l o w c o s t p r o d u c t i o n . 
M. E z e k i e l was a s t u d e n t o f W. H a m i l t o n ' s a t t h e B r o o k i n g s 

154 

I n s t i t u t i o n , b u t became a c o l l e a g u e o f T u g w e l l ' s a t t h e 

D e p a r t m e n t o f A g r i c u l t u r e d u r i n g t h e New D e a l . H i s v i e w s on 1 5 1 . H. T a y l o r , C o n t e m p o r a r y Economic P r o b l e m s and T r e n d s 
(New Y o r k , 1 9 3 8 ) , pp.13-34, 83, 576-589. T h i s book, as was 
T u g w e l l ' s A m e r i c a n Economic L i f e , was used i n t h e C o n t e m p o r a r y 
C i v i l i z a t i o n c o u r s e a t C o l u m b i a U n i v e r s i t y . 

152. H. T a y l o r , M a k i n g Goods and Ma k i n g Money (New Y o r k , 
1 9 2 8 ) , pp.1-23, 245-266. 

153. I b i d . , p.266. 
154. F o r an o v e r v i e w o f E z e k i e l ' s c a r e e r see 3 . D o r f m a n , 

The Economic Mind i n A m e r i c a n C i v i l i z a t i o n , 5: 437. 
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t h e o p e r a t i o n o f t h e economic s y s t e m s u g g e s t a c o m b i n a t i o n o f 

i d e a s f r o m T u g w e l l , T a y l o r , and G. Means. E z e k i e l a r g u e d t h a t 

t h e economy had t h e p h y s i c a l c a p a c i t y t o p r o d u c e a t a l e v e l 

t h a t w o u l d p r o v i d e a r e a s o n a b l e s t a n d a r d o f c o m f o r t f o r a l l , 

b u t such " a b u n d a n t l i v i n g " was n o t a t t a i n e d due p r i n c i p a l l y t o 

t h e b u s i n e s s need t o make p r o f i t s and t h e d e v e l o p m e n t o f a 
155 

s y s t e m o f i n f l e x i b l e , a d m i n i s t e r e d p r i c e s . 

E z e k i e l a r g u e d w i t h T u g w e l l and T a y l o r t h a t t h e d i r e c t i o n 

o f t e c h n i c a l change was t o w a r d s h i g h volume l o w c o s t p r o d u c t i o n , 

b u t t h a t each i n d i v i d u a l b u s i n e s s m a n was a f r a i d t o i n c r e a s e h i s 

v olume o f o u t p u t i n case he s t a r t e d a p r i c e war, o r so r e d u c e d 

t h e m a r k e t p r i c e o f h i s p r o d u c t t h a t h i s p r o f i t w o u l d d e c l i n e . 

Thus, " t h e t h i n g t h a t p r e v e n t s b u s i n e s s m e n f r o m e x p a n d i n g p r o d 

u c t i o n . . . i s t h e f a c t t h a t t h e y d o n ' t see any way by w h i c h t h e y 
15 6 

can s e l l t h e i n c r e a s e d p r o d u c t i o n . " However, i f a l l b u s i n e s s 

men expanded o u t p u t , employed more men, and p a i d o u t more t o 
w o r k e r s t h e n " m a r k e t s and s a l e s w o u l d expand i n s t e p w i t h p r o d -

157 
u c t i o n . " What was needed, i n E z e k i e l ' s v i e w , was "some 
method by w h i c h p r o d u c t i o n , b u y i n g power, and m a r k e t s f o r t h e 

15 8 

goods, can t h u s be i n c r e a s e d a l l a t t h e same t i m e . " Thus, 

by a somewhat d i f f e r e n t r o u t e t h a n T u g w e l l , E z e k i e l r e a c h e s t h e 

c o n c l u s i o n t h a t d e c e n t r a l i s e d c o m p e t i t i v e p r o d u c t i o n i s i n 

a d e q u a t e as a s y s t e m o f c o o r d i n a t i o n and c o n t r o l u n d e r modern 

c i r c u m s t a n c e s . 

155. M. E z e k i e l , $2500 A Year (New Y o r k , 1 9 3 6 ) , p p.14-67. 
156. I b i d . , pp.30-32. 
157. I b i d . , p.32.' 
158. I b i d . , p.32. 



E z e k i e l wanted t o see c e r t a i n changes i n t h e " r u l e s o f 

t h e game," a m o d i f y i n g o f t h e p r o f i t s y s t e m , and an implemen

t a t i o n o f n a t i o n a l p l a n n i n g t o s e c u r e i n d u s t r y - w i d e c o o r d i n a t i o n . 

E z e k i e l ' s v i e w s made him one o f t h e g r o u p o f p l a n n e r s i n t h e 

New D e a l . E z e k i e l ' s i d e a s f o r p l a n n i n g were s e t o u t i n h i s 

books p u b l i s h e d between 1934 and 1 9 3 9 , and h i s p l a n s show a 
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c l o s e s i m i l a r i t y t o T u g w e l l ' s . He w i s h e d t o see t h e e s t a b 

l i s h m e n t o f " i n d u s t r i a l a u t h o r i t i e s " c o n s i s t i n g o f r e p r e s e n t a t i v e s 

f r o m l a b o u r , management, co n s u m e r s , and g o v e r n m e n t , who woul d 

work o u t e x p a n s i o n programmes f o r each i n d u s t r y . E z e k i e l t h o u g h t 

t h a t such programmes wou l d a l l o w volume p r o d u c t i o n a t l o w p r i c e s 

and a l l o w b o t h wages and p r o f i t s t o be r a i s e d . These programmes 

woul d be c o o r d i n a t e d by " i n t e r - i n d u s t r y a g e n c i e s " and a c e n t r a l 

p l a n n i n g b o a r d . O t h e r e l e m e n t s i n E z e k i e l ' s programme were a 

scheme t o r e t r a i n w o r k e r s , a s p e c i a l e f f o r t t o expand and modern

i s e t h e h o u s i n g i n d u s t r y , and a g o v e r n m e n t g u a r a n t e e a g a i n s t 
i i 1 6 0 b u s i n e s s l o s s e s . 

T u g w e l l ' s i d e a s a l s o a p p e a r t o have had a c o n t i n u i n g i n 

f l u e n c e on i n s t i t u t i o n a l i s t t h o u g h t , an i n f l u e n c e t h a t i s p e r h a p s 

b e s t seen i n t h e w r i t i n g s o f O.K. G a l b r a i t h and A. Gruchy. 

G a l b r a i t h t a k e s o v e r and c o n s i d e r a b l y expands on T u g w e l l ' s i d e a 

o f t h e l a r g e f i r m as one t h a t engages i n p l a n n i n g . I n d e e d , f o r 

G a l b r a i t h , i t i s i n o r d e r t o g a i n t h e a d v a n t a g e s o f p l a n n i n g 

t h a t g i v e s f i r m s t h e i r g r e a t e s t i n c e n t i v e f o r g r o w t h and l a r g e 

1 5 9 . I b i d . , p p. 6 8 - 1 3 6 . See a l s o M. E z e k i e l , Jobs f o r A l l 
T h r o u g h I n d u s t r i a l E x p a n s i o n (New Y o r k , 1 9 3 9 ) . 

T60~. M. E z e k i e l , $2500 A Year, pp. 8 3 - 1 0 4 , 1 3 7 - 1 4 8 , 1 6 0 - 1 8 5 , 
2 0 4 - 2 1 4 , 2 9 9 - 3 0 6 , M. E z e k i e l , Jobs f o r A l l , pp. 2 0 - 1 8 8 . See a l s o 
E.W. Hawley, o p . c i t . , pp. 1 7 9 - 1 8 6 . 
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s i z e . The c o r p o r a t i o n s eeks t o become l a r g e i n o r d e r t h a t i t 

can c o n t r o l and p l a n i t s s o u r c e s o f s u p p l y , i t s s o u r c e s o f 
161 

c a p i t a l , i t s p r i c e s , and t h e demand f o r i t s p r o d u c t s . I n 

t h i s manner t h e l a r g e c o r p o r a t i o n can r e d u c e t h e r i s k s t h a t i t 

f a c e s . G a l b r a i t h d i v e r g e s most o b v i o u s l y f r o m T u g w e l l i n h i s 

a r g u m e n t t h a t t h e l a r g e c o r p o r a t i o n , w i t h i t s i n t e r n a l p l a n n i n g 

and r e s u l t i n g t e c h n o s t r u c t u r e , does n o t seek monopoly p r o f i t s 
16 2 

b u t t o m a x i m i s e g r o w t h o r s a l e s . T h i s , however, r a i s e s a 

q u e s t i o n ; i f l a r g e c o r p o r a t i o n s m a x i m i s e s a l e s , why s h o u l d 

t h e y be o b j e c t e d t o ? G a l b r a i t h ' s answer c o n c e r n s , among o t h e r 

t h i n g s , t h e d e g r e e o f power t h e y e x e r c i s e o v e r consumer w a n t s , 

t h e i r p o l i t i c a l power, and t h e i n s t a b i l i t y t h e y i m p a r t t o t h e 
163 

economic s y s t e m . 

G a l b r a i t h a r g u e d t h a t l a r g e c o r p o r a t i o n s , o r t h e " p l a n n i n g 

s y s t e m , " c r e a t e i n s t a b i l i t y due t o a m i s m a t c h between t h e i r 

s a v i n g and i n v e s t m e n t p l a n s . 
As t h e s a v i n g d e c i s i o n s o f t h e p l a n n i n g s y s t e m 
a r e made by a c o m p a r a t i v e l y s m a l l number o f l a r g e 
c o r p o r a t i o n s , so a l s o a r e t h e d e c i s i o n s t o i n v e s t . 
L a r g e m a g n i t u d e s a r e i n v o l v e d . And t h e r e i s no 
mechanism by w h i c h t h e two s e t s o f p l a n n i n g d e c i s i o n s 
. . . a r e m a t c h e d . Not even t h e most a r d e n t d e f e n d e r 
o f t h e n e o - c l a s s i c a l s y s t e m i m a g i n e s t h a t t h e m a r k e t 
any l o n g e r s e r v e s - - t h a t i n t e r e s t r a t e s f a l l as 
n e c e s s a r y t o d i s c o u r a g e e x c e s s i v e s a v i n g and en
c o u r a g e i n s u f f i c i e n t i n v e s t m e n t so as t o keep t h e 
two e q u a l . A c c o r d i n g l y i n t e n t i o n s t o save can 
1 6 1 . J.K. G a l b r a i t h , The New I n d u s t r i a l S t a t e ( B o s t o n , 1 9 6 7 ) , 

pp.71-77; and J.K. G a l b r a i t h , Economics and t h e P u b l i c P urpose 
( B o s t o n , 1 9 7 3 ) , pp.38-42, 81-109. 

162. O.K. G a l b r a i t h , The New I n d u s t r i a l S t a t e , pp.154-180; 
and O.K. G a l b r a i t h , Economics and t h e P u b l i c P u r p o s e , pp.106-107. 

163. These l i n e s o f a r g u m e n t can be f o u n d i n O.K. G a l b r a i t h , 
The A f f l u e n t S o c i e t y ( B o s t o n , 1 9 5 8 ) , pp.103-199; J.K. G a l b r a i t h , 
The New I n d u s t r i a l E s t a t e , p.256; J.K. G a l b r a i t h , Economics and 
t h e P u b l i c P u r p o s e , pp.122-240. 
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e a s i l y exceed i n t e n t i o n s t o i n v e s t . I n c o n 
sequence t h e r e can be a d e f i c i e n c y i n demand. 
As t h i s d e f i c i e n c y r e d u c e s o u t p u t and r e n d e r s a 
p l a n t i d l e i t w i l l r e d u c e i n v e s t m e n t f u r t h e r and 
t h u s a g g r a v a t e f u r t h e r t h e d e f i c i e n c y i n demand. 
T h i s p r o c e s s w i l l c o n t i n u e u n t i l d e c l i n i n g 
p r o f i t s have a more t h a n o f f s e t t i n g i n f l u e n c e on 
s a v i n g s . ^ 

As p r i c e s and wages a r e a l s o i n f l e x i b l e downwards none o f t h e 

a d j u s t m e n t mechanisms o f a c o m p e t i t i v e s y s t e m can o p e r a t e . l u y 

G a l b r a i t h ' s a n a l y s i s t o t h i s p o i n t has some s i m i l a r i t i e s 

t o T u g w e l l ' s . B o t h f i n d p r i c e i n f l e x i b i l i t y i n a downward 

d i r e c t i o n and c o r p o r a t e s a v i n g s t o be key f a c t o r s , and t o b o t h 

t h e p r o b l e m i s t h a t t h e m a r k e t s y s t e m f a i l s t o a d e q u a t e l y co

o r d i n a t e c e r t a i n s e t s o f d e c i s i o n s . 

G a l b r a i t h e x t e n d s t h i s p o i n t a b o u t c o o r d i n a t i o n i n h i s 

a r g u m e n t t h a t t h e s y s t e m o f l a r g e c o r p o r a t i o n s i n d u l g i n g i n 

t h e i r own p l a n n i n g 

. . . i n v o l v e s an i n t r i c a t e c o - o r d i n a t i o n as between 
i t s s e v e r a l p a r t s i n p u r s u i t o f t h e i r p u r p o s e s . 
T h e r e i s e v e r y l i k e l i h o o d t h a t f r o m t i m e t o t i m e 
t h i s c o - o r d i n a t i o n w i l l f a i l . . . T h e s o l u t i o n i s t o 
r e c o g n i s e t h e l o g i c o f p l a n n i n g w i t h i t s r e s u l t i n g 
i m p e r a t i v e o f c o - o r d i n a t i o n . And g o v e r n m e n t 
m a c h i n e r y must t h e n be e s t a b l i s h e d t o a n t i c i p a t e 
d i s p a r i t y and e n s u r e t h a t g r o w t h i n d i f f e r e n t p a r t s 
o f t h e economy i s c o m p a t i b l e . ^ ^ 

I n o t h e r words t h e s t a t e must impose " o v e r a l l p l a n n i n g on t h e 
16 7 

p l a n n i n g s y s t e m . " T h i s i s a g a i n an a r g u m e n t v e r y s i m i l a r t o 

T u g w e l l 1 s . 

The m a j o r d i f f e r e n c e s b e t w e e n G a l b r a i t h and T u g w e l l can be 

164. O.K. G a l b r a i t h , Economics and t h e P u b l i c P u r p o s e , p.182, 
165. I b i d . , pp.182-183. 
166. I b i d . , p.318. 
167. I b i d . , p.318. 



f o u n d i n t h e r e p l a c e m e n t o f t h e H o b s o n i a n i d e a s o f T u g w e l l by 

t h e m o d i f i e d K e y n e s i a n i s m o f G a l b r a i t h , i n t h e G a l b r a i t h i a n 

i d e a o f g r o w t h o r s a l e s m a x i m i s a t i o n b e i n g t h e m a j o r c o r p o r a t e 

g o a l , and i n G a l b r a i t h ' s a n a l y s i s o f i n f l a t i o n . W h i l e , f o r 

T u g w e l l , i n f l a t i o n was a r e s u l t o f g o v e r n m e n t d e f i c i t s , f o r 

G a l b r a i t h i t i s a r e s u l t o f t h e power o f l a r g e f i r m s o v e r 

p r i c e s and l a r g e u n i o n s o v e r wages. G i v e n t h e s e , G a l b r a i t h 

a r g u e s t h a t i t i s u s u a l f o r t h e l a r g e c o r p o r a t i o n t o s i m p l y 

c o n cede u n i o n wage c l a i m s and pass them on. G a l b r a i t h a l s o 

a r g u e s t h a t i n f l a t i o n i s d i f f i c u l t , i f n o t i m p o s s i b l e , t o c u r e 

w i t h o u t m o v i n g t o w a r d s some d e g r e e o f g o v e r n m e n t c o n t r o l o v e r 
168 

wages and p r i c e s . 

A l l a n Gruchy i s a n o t h e r example o f a modern i n s t i t u t i o n -

a l i s t who a p p e a r s t o have c a r r i e d on, a l t h o u g h w i t h a s u b s t a n 

t i a l m o d i f i c a t i o n , some o f T u g w e l l ' s i d e a s . C e r t a i n l y Gruchy 

i s t h e f o r e m o s t p r o p o n e n t o f n a t i o n a l p l a n n i n g w i t h i n c ontem

p o r a r y i n s t i t u t i o n a l i s t r a n k s , and even, a t t i m e s , t e n d s t o 
1 

e q u a t e i n s t i t u t i o n a l i s m w i t h t h e a d v o c a c y o f n a t i o n a l p l a n n i n g . 

F o r G ruchy, as f o r G a l b r a i t h , t h e a r r i v a l o f l a r g e s c a l e 

e n t e r p r i s e , l a r g e c o r p o r a t i o n s , l a r g e u n i o n s , o r " m a j o r economic 

i n t e r e s t g r o u p s " w i t h power o v e r p r i c e s , have r e d u c e d t h e 

a b i l i t y o f t h e s y s t e m t o a d j u s t a u t o m a t i c a l l y . For Gruchy t h e 

K e y n e s i a n p o l i c y p r e s c r i p t i o n s a r e i n a d e q u a t e as t h e y do n o t 

a l t e r t h e " b a s i c s t r u c t u r e o f t h e economy." What i s r e q u i r e d 

168. I b i d . , pp.186-197. 
169. See f o r i n s t a n c e A. Gruc h y , "Government I n t e r v e n t i o n 

and t h e S o c i a l C o n t r o l o f B u s i n e s s : The I M e o i n s t i t u t i o n a l i s t 
P o s i t i o n , " J o u r n a l o f Economic I s s u e s 8 ( 1 9 7 4 ) : 245-247; and A. 
Gruch y , " I n s t . i t u t i o . n a . l i sm, P l a n n i n g , and t h e C u r r e n t C r i s i s , " 
J o u r n a l o f Economic I s s u e s 11 ( 1 9 7 7 ) : 431-447. 

http://nst.it


347. 

i s g o v e r n m e n t c o n t r o l i n t h e f o r m o f n a t i o n a l p l a n n i n g . Such, 
1 70 

a c c o r d i n g t o G r u c h y , i s t h e l o g i c o f t h e t h i n g . 

M i l E v a l u a t i o n . 

T u g w e l l ' s work, i t must be c o n c l u d e d , f a i l e d t o have much 

i n f l u e n c e on t h e o r t h o d o x t r a d i t i o n i n e c o n o m i c s . H i s t h i n k i n g 

on d e p r e s s i o n s w h i c h l a y a t t h e h e a r t o f h i s a n a l y s i s o f t h e 

o p e r a t i o n o f t h e economic s y s t e m was soon t o be o v e r t a k e n by 

K e y n e s i a n i d e a s . O t h e r c r i t i c i s m s can a l s o be made o f T u g w e l l ' s 

work, n o t a b l y t h a t h i s v i e w s on p s y c h o l o g y , d e s p i t e t h e i m p o r 

t a n c e he a t t a c h e d t o them, r e m a i n e d s k e t c h y and i n f a c t came 

down t o l i t t l e more t h a n t h e u n s u p p o r t e d b e l i e f t h a t man had o r 

c o u l d come t o have a c o o p e r a t i v e r a t h e r t h a n a c o m p e t i t i v e 

n a t u r e . As w i t h P a t t e n , U e b l e n , E l y , and Adams, T u g w e l l t h o u g h t 

t h a t t h r o u g h t h e h a r n e s s i n g o f modern t e c h n o l o g y more fundam

e n t a l v a l u e s c o u l d be r e g a i n e d . 

D e s p i t e t h e weakness i n T u g w e l l ' s f o r m u l a t i o n s on p a r t i c u l a r 

p o i n t s he d i d have c o n s i d e r a b l e i n f l u e n c e w i t h i n i n s t i t u t i o n a l i s m , 

and t h i s i n f l u e n c e can be seen i n two m a j o r a r e a s . The f i r s t 

i s w i t h t h e i d e a t h a t w i t h t e c h n o l o g i c a l change so c e r t a i n 

i n s t i t u t i o n a l changes become n e c e s s a r y . T h i s e l e m e n t i s t a k e n 

f r o m l / e b l e n , b u t i t i s l e s s d e t e r m i n i s t i c t h a n some o f l / e b l e n ' s 

f o r m u l a t i o n s , as i n T u g w e l l ' s work t h e p r o c e s s o f i n s t i t u t i o n a l 

change i s open t o i n t e l l i g e n t g u i d a n c e and t h e r e i s n o t t h e 

c l o s e l i n k b e t w e e n t e c h n o l o g y and h a b i t s o f t h o u g h t t h a t t h e r e 

i s i n some o f l / e b l e n ' s work. N e v e r t h e l e s s , t e c h n o l o g y i s t h e 

i m p o r t a n t f a c t o r i n t h e p r o c e s s o f change, and s i m i l a r i d e a s 

170. Gruchy g i v e s a summary o f h i s v i e w s i n C o n t e m p o r a r y 
Economic T h o u g h t , pp.310-322. 
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can be f o u n d i n t h e work o f A y r e s , G a l b r a i t h and Gruchy. 

The second i m p o r t a n t a r e a i n T u g w e l l ' s work i s t o be 

f o u n d i n t h e t r e a t m e n t o f l a r g e s c a l e b u s i n e s s . I n t h e work 

o f l / e b l e n , H a m i l t o n , and M i t c h e l l , t h e p r o b l e m o f monopoly 

power was seen as t h e r e s u l t i n g r e s t r i c t i o n i n o u t p u t and 

i n c r e a s e i n p r i c e s . M o n o p o l y , i n t h e work o f t h e s e w r i t e r s , 

d i d n o t c r e a t e i n s t a b i l i t y ; r a t h e r , i t was c o m p e t i t i o n t h a t 

c r e a t e d i n s t a b i l i t y . T u g w e l l was t h e f i r s t i n s t i t u t i o n a l i s t 

w r i t e r t o a r g u e i n any d e p t h t h a t t h e p r o b l e m o f monopoly 

c o n t r o l o v e r p r i c e e x t e n d e d t o t h e c r e a t i o n o f i n s t a b i l i t y , 

d e p r e s s i o n , and t h e f a i l u r e o f m a r k e t s t o c o o r d i n a t e t h e 

d e c i s i o n s o f f i r m s . A l t h o u g h T u g w e l l ' s p a r t i c u l a r d e m o n s t r a t i o n 

o f t h i s l i n e o f a r g u m e n t , r e l y i n g as i t does on H o b s o n i a n i d e a s , 

has been shown t o be a t f a u l t , t h e g e n e r a l l i n e o f a r g u m e n t 

i t s e l f has been r e t a i n e d and e l a b o r a t e d upon i n t h e i n s 

t i t u t i o n a l i s t l i t e r a t u r e . 

T u g w e l l ' s work, t h e n , has i m p o r t a n c e p r i n c i p a l l y w i t h i n 

t h e i n s t i t u t i o n a l i s t movement. H i s work marks a l i n e t h a t 

d i v i d e s t h o s e i n s t i t u t i o n a l i s t c o n c e r n e d w i t h t h e i n s t a b i l i t y 

o f a c o m p e t i t i v e s y s t e m f r o m t h o s e c o n c e r n e d w i t h t h e i n s t a b i l i t y 

o f a more c o n c e n t r a t e d s y s t e m . T h i s change, o f c o u r s e , r e f l e c t e d 

t h e changes i n t h e s t r u c t u r e o f t h e U n i t e d S t a t e s ' economy, 

b u t T u g w e l l ' s e f f o r t s shaped many o f t h e l a t e r i n s t i t u t i o n a l i s t 

a t t e m p t s t o a n a l y s e such a s y s t e m . 

17 1 . See A. Gruchy, C o n t e m p o r a r y Economic T h o u g h t , pp.95-
96, 134-135, 296-297. 



CHAPTER 9 

CLARENCE AYRE5: 

INSTITUTIONALISE, TECHNOLOGY, AMD PROGRESS 

C.E. A y r e s had an u n u s u a l b a c k g r o u n d f o r an e c o n o m i s t . 

H i s e a r l y t r a i n i n g a t t h e U n i v e r s i t y o f Chic a g o was i n p h i l o s o p h y 

as w e l l as e c o n o m i c s , and h i s d o c t o r a l t h e s i s was e n t i t l e d The 

N a t u r e o f t h e R e l a t i o n s h i p Between E t h i c s and Economics, a sub

j e c t t h a t was t o r e m a i n one o f h i s p r i n c i p a l i n t e r e s t s . I t 

was, however, n o t u n t i l A y r e s had c o m p l e t e d h i s d o c t o r a t e and 

moved t o Amherst t h a t he came i n t o c l o s e r c o n t a c t w i t h i n s -

t i t u t i o n a l i s t i d e a s . A y r e s worked as an i n s t r u c t o r f o r W a l t o n 

H a m i l t o n , whose u n o r t h o d o x a t t i t u d e s had a c o n s i d e r a b l e i n f l u e n c e . 

A y r e s l a t e r moved t o Reed C o l l e g e , b u t i n 1924 he j o i n e d t h e 

e d i t o r i a l b o a r d o f t h e New R e p u b l i c , and c o n t r i b u t e d many 

a r t i c l e s on a b e w i l d e r i n g r a n g e o f t o p i c s f r o m l i t e r a r y c r i t i c i s m 

t o b e h a v i o u r a l p s y c h o l o g y . He a l s o came i n t o c o n t a c t w i t h 

John Dewey, R.H. Tawney, A l v i n J o h n s o n , and t h e e d i t o r H e r b e r t 

1. W. B r e i t , "The D e v e l o p m e n t o f C l a r e n c e A y r e s ' T h e o r e t i c a l 
I n s t i t u t i o n a l i s m , " S o u t h w e s t e r n S o c i a l S c i e n c e E j u a r t e r l y 54 ( 1 9 7 3 ) 
244-246; W. B r e i t and W.P. C u l b e r t s o n , " C l a r e n c e Edwin A y r e s : 
An I n t e l l e c t u a l P o r t r a i t , " i n B r i e t and C u l b e r t s o n , eds, , S c i e n c e 
and Ceremony: The I n s t i t u t i o n a l Economics o f C.E. A y r e s ( A u s t i n , 
1 9 7 6 ) , pp.5-6. 
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C r o l y . ^ 

Between 1925 and 1928 A y r e s d e v o t e d h i s t i m e t o w r i t i n g 

and p r o d u c e d h i s f i r s t two book s , S c i e n c e The F a l s e M e s s i a h 

and H o l i e r Than Thou: The Way o f t h e R i g h t e o u s . B o t h o f t h e s e 

books show a c o n c e r n w i t h t h e s o c i a l o r i n s t i t u t i o n a l f o u n d 

a t i o n s o f k n o w l e d g e and b e l i e f , a v/iew he was l a t e r t o m o d i f y 

i n t h e l i g h t o f Dewey's w o r k . ^ 

A y r e s r e t u r n e d t o t h e academic w o r l d w i t h a s h o r t s t a y a t 

t h e E x p e r i m e n t a l C o l l e g e o f t h e U n i v e r s i t y o f W i s c o n s i n , and i n 

1930 he t o o k a summer a p p o i n t m e n t a t New York U n i v e r s i t y where 

W. A t k i n s and s e v e r a l o t h e r i n s t i t u t i o n a l ! s t s were l o c a t e d . ^ 

L a t e r t h a t y e a r A y r e s was o f f e r e d a p o s i t i o n a t t h e U n i v e r s i t y 
5 

o f Texas where he r e m a i n e d u n t i l h i s r e t i r e m e n t i n 1968. 

The m a j o r i n f l u e n c e s on A y r e s were u n d o u b t e d l y V/eblen and 

Dewey. A y r e s a t t e m p t e d t o d e v e l o p a v e r s i o n o f i n s t i t u t i o n a l i s m 

by f u s i n g Dewey's i n s t r u m e n t a l i s t p h i l o s o p h y w i t h V/eblen's 

d i s t i n c t i o n b e t w e e n t h e i n s t i t u t i o n a l and t h e t e c h n o l o g i c a l . 

A y r e s ' work i s v e r y l a r g e l y c o n c e r n e d w i t h c o n s t r u c t i n g a t h e o r y 

o f v a l u e on a t e c h n o l o g i c a l b a s i s , and w i t h a p p l y i n g t h i s t h e o r y 

as a c r i t i q u e o f c o n t e m p o r a r y t h o u g h t and p r a c t i c e . I t i s , 

however, i m p o r t a n t t o n o t e t h a t A y r e s p r o d u c e d a s y s t e m o f 

t h o u g h t t h a t i s d i s t i n c t l y h i s own, and i s n o t s i m p l y a com

b i n a t i o n o f U e b l e n i a n i d e a s w i t h t h o s e o f Dewey.^ 

2. W. B r i e t and W.P. C u l b e r t s o n , o p . c i t . , pp.5-6. 
3. I b i d . , pp.7-8. 
4. I b i d . , pp.7-8. A y r e s c o n t r i b u t e d t h e f i n a l c h a p t e r t o t h e 

t e x t p r o d u c e d by A t k i n s and h i s d e p a r t m e n t , Economic B e h a v i o r : 
An I n s t i t u t i o n a l A p p r o a c h , pp.475-504. 

5. W. B r i e t and W.P. C u l b e r t s o n , o p . c i t . , pp.8-20. 
6. I b i d . , pp.10-14. See a l s o A.W. C o a t s , " C l a r e n c e A y r e s ' 

P l a c e i n t h e H i s t o r y o f A m e r i c a n E c o n o m i c s , " i n S c i e n c e and 
Ceremony, pp.25-26. 
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I Method and Scope. 

A y r e s ' v i e w s on t h e method and scope o f e c o n o m i c s stem 

f r o m h i s e a r l y work on t h e n a t u r e o f s c i e n c e . I n t h i s A y r e s 

was d e e p l y i n f l u e n c e d by W.G. Sumner and T. l / e b l e n , and he 
7 c h a r a c t e r i s e d s c i e n c e as n o t h i n g more t h a n t h e "new f o l k - l o r e . " 

For A y r e s , t h e r e c o u l d be no " t r a n s c u l t u r a l " d e f i n i t i o n o f t r u t h 

and no t r a n s c u l t u r a l v a l u e s , t h e v a l i d i t y o f k n o w l e d g e b e i n g 

e s t a b l i s h e d o n l y by b e l i e f o r a c c e p t a n c e . I n t h i s manner A y r e s 

r e j e c t e d a l l a b s o l u t e s and was " s k e p t i c a l a b o u t t h e p o s s i b i l i t y 
9 

o f s c i e n t i f i c k n o w l e d g e . " 

•n t h e o t h e r hand, A y r e s was much more p o s i t i v e a b o u t 

t e c h n o l o g y , and went so f a r as t o s u g g e s t t h a t i t was t e c h n i c a l 
1 0 

change t h a t f o r c e d a l t e r a t i o n s i n t h e body o f " p u r e " s c i e n c e . 
Thus, f r o m t h e f i r s t , A y r e s saw a d i c h o t o m y b e t w e e n " f o l k l o r e " 

1 1 
and t e c h n o l o g y , b u t i t must be n o t e d t h a t i n t h i s e a r l y work 
t h e r o l e o f t e c h n o l o g y was l e f t u n d e v e l o p e d w i t h t h e r e s u l t 

t h a t t h e r e was n o t h i n g t o r e p l a c e t h e " p s e u d o - s c i e n c e " A y r e s 
1 2 

c r i t i c i s e d . 
A y r e s l a t e r w i t h d r e w f r o m t h i s e x t r e m e r e l a t i v i s m ^ b u t 

7. C.E. A y r e s , S c i e n c e : The F a l s e M e s s i a h , and H o l i e r t h a n 
Thou ( C l i f t o n , 1 9 7 3 ) , pp.21-30, 294. 

8. I b i d . , p.25. 
9. G. T u l l o c k , " S c i e n c e ' s F e e t o f C l a y , " i n S c i e n c e and 

Ceremony, pp.139-140. 
10. I b i d . , p.140; C.E. A y r e s , S c i e n c e t h e F a l s e M e s s i a h , p.113 
1 1 . The i m p o r t a n c e A y r e s gave t o t h i s d i c h o t o m y can be seen 

i n C.E. A y r e s , "The C o - o r d i n a t e s o f I n s t i t u t i o n a l i s m , " A m e r i c a n 
Economic Review 4 1 , supp. ( 1 9 5 1 ) : 47-55. 

12. C.E. A y r e s , S c i e n c e : The F a l s e M e s s i a h , pp.282-293; G. 
T u l l o c k , op . c i t . , p.137. 

13. C.E. A y r e s , " P r o l e g o m e n o n t o I n s t i t u t i o n a l i s m , " i n 
S c i e n c e : The F a l s e M e s s i a h , p.x; see a l s o C.E. A y r e s , "The P e s t 
i l e n c e o f M o r a l A g n o s t i c i s m , " S o u t h w e s t Review 42 (.1957).:. 116-
125; C.E. A y r e s , "The G o s p e l o f T e c h n o l o g y " i n A m e r i c a n P h i l o s o p h y 
Today and Tomorrow, eds., H.M. K a l l e n and S. Hook, (New Y o r k , 
1 9 3 5 ) , p.39, n.3. 
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c o n t i n u e d t o u t i l i s e t h e d i s t i n c t i o n b etween f o l k l o r e , o r t h e 

" c e r e m o n i a l , " and t e c h n o l o g y , and m a i n t a i n e d h i s c r i t i q u e o f 

much o f what was c a l l e d s c i e n c e . A y r e s d i d t h i s by a r g u i n g 

t h a t a t r a n s c u l t u r a l s c i e n c e and s e t o f v a l u e s c o u l d be dev

e l o p e d t h a t t o o k t h e i r s a n c t i o n f r o m more t h a n j u s t b e l i e f . 

The b a s i s o f t h i s s c i e n c e and s y s t e m o f v a l u e s A y r e s f o u n d i n 
14 

Dewey's i n s t r u m e n t a l i s m and V e b l e n ' s n o t i o n o f w o r k m a n s h i p . 
F o l l o w i n g t h e i n s t r u m e n t a l i s t l i n e A y r e s came t o d e f i n e 

s c i e n c e as an i n s t r u m e n t , t h e " t h i n k i n g p a r t o f t h e t o o l u s i n g 
1 5 

p r o c e s s . " Thus economics has a p u r p o s e , w h i c h i s t o d i s c o v e r 
" w h e t h e r a g i v e n s e t o f s o c i a l a r r a n g e m e n t s i s o r d e r l y o r n o t ; 

w h e t h e r o r n o t i t p r o v i d e s a s t a b l e b a s i s f o r an e n d u r i n g 
1 6 

c i v i l i z a t i o n . " Economic s c i e n c e i s c o n c e i v e d o f as a t o o l 
1 7 

t o be u t i l i s e d i n t h e f u r t h e r a n c e o f t h e " l i f e p r o c e s s . " 

B u i l d i n g on h i s e a r l i e r v i e w s on t e c h n o l o g y , A y r e s i d e n t i f i e s 

t h i s " l i f e p r o c e s s " w i t h t h e advance o f t e c h n o l o g y . 
T h r o u g h o u t t h e ages e v e r y c o m m u n i t y has owed i t s 
e x i s t e n c e t o i t s h e r i t a g e o f t o o l s and a p p a r a t u s , t h e 
"know-how" w h i c h i s a f u n c t i o n o f t h e t o o l s , and t h e 
m a t e r i a l s w h i c h owe t h e i r s i g n i f i c a n c e t o t h e t o o l s 

14. C.E. A y r e s , The P r o b l e m o f Economic O r d e r ((Mew Y o r k , 
1 9 3 8 ) , pp.37-39; C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s (Mew 
Y o r k , 1 9 6 8 ) , pp.62-85, 2 0 5 - 2 1 1 ; C.E. A y r e s , Towards a R e a s o n a b l e 
S o c i e t y ( A u s t i n , 1 9 6 1 ) , pp.39-52; C.E. A y r e s , "Economic V a l u e and 
S c i e n t i f i c S y n t h e s i s , " A m e r i c a n J o u r n a l o f Economics and S o c i o l o g y , 
1 ( 1 9 4 2 ) : 341-360; C.E. A y r e s , " I n s t r u m e n t a l E c o nomics," New 
R e p u b l i c , 121 ( 1 9 4 9 ) : ' 1 8 - 2 0 ; C.E. A y r e s , "The V a l u e s o f S o c i a l 
S c i e n t i s t s , " J o u r n a l o f S o c i a l I s s u e s 6 ( 1 9 5 0 ) : 17-20; C.E. A y r e s , 
"The P e s t i l e n c e o f M o r a l A g n o s t i c i s m , " op . c i t . , pp.116-125; C.E. 
A y r e s , " M o r a l C o n f u s i o n i n E c o n o m i c s , " I n t e r n a t i o n a l J o u r n a l o f 
E t h i c s 45 ( 1 9 3 5 ) : 170-199. 

15. C.E. A y r e s , " P r o l e g o m e n o n t o i n s t i t u t i o n a l i s m , " op . c i t . , 
p . v i ; see a l s o C.E. A y r e s , "Review o f The Quest f o r C e r t a i n t y by 
John Dewey," I n t e r n a t i o n a l J o u r n a l o f E t h i c s 40 ( 1 9 2 9 / 3 0 ) : 425-433. 

16. C.E. A y r e s , The P r o b l e m o f Economic O r d e r , p.39. 
17. C.E. A y r e s , "The V a l u e Economy," i n V a l u e , A C o o p e r a t i v e 

E n q u i r y , e d . , R. L e p l e y , (New Y o r k , 1 9 6 9 ) , pp.43-63. 
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LUXth w h i c h t h e y a r e m a n i p u l a t e d . I t i s by c a r r y i n g 
on t h i s i n s t r u m e n t a l l y o r g a n i z e d a c t i v i t y t h a t e v e r y 
c o m m u n i t y - - a n d each s e p a r a t e i n d i v i d u a l - - " m a k e s a 
l i v i n g . " W h a t e ver c o n t r i b u t e s t o c a r r y i n g on t h i s 
a c t i v i t y i s e c o n o m i c a l l y v a l u a b l e , and w h a t e v e r a r r e s t s 
o r even h i n d e r s t h i s a c t i v i t y i s t h e r e f o r e e c o n o m i c a l l y 
d e l e t e r i o u s . ^ ^ 

Because A y r e s f e l t t h a t t h i s a r g u ment a p p l i e d t o " e v e r y 

c o mmunity" he c l a i m e d t o have f o u n d a t r a n s - c u l t u r a l s t a n d a r d 

w i t h w h i c h t o j u d g e k n o w l e d g e ; a s t a n d a r d o f b o t h t r u t h and 

v a l u e . I t i s t h e " t e c h n o l o g i c a l c o n t i n u u m " t h a t " c o n t a i n s w i t h i n 

i t s e l f a c r i t e r i o n b o t h o f t r u t h and o f v a l u e t h a t i s t h e same 
1 g 

f o r a l l ages, a l l p e o p l e s , and a l l c u l t u r e s . " A y r e s i d e n t i f i e d 

" p r o g r e s s " w i t h t h e advancement o f s c i e n c e and t e c h n o l o g y , so 

t h a t s c i e n t i f i c and t e c h n o l o g i c a l advance i s t o be seen as b o t h 

i n s t r u m e n t a l l y e f f i c i e n t and d e s i r a b l e , w h i l e a n y t h i n g t h a t 

b l o c k s such advance i s i n s t r u m e n t a l l y i n e f f i c i e n t and u n d e s i r a b l e . 

A y r e s ' e m p h a s i s on t e c h n o l o g y does n o t mean t h a t he f e l t 

t h a t i t was t h e o n l y f o r c e t h a t r e q u i r e d c o n s i d e r a t i o n . 
I n r e c o g n i z i n g t h e dynamic c h a r a c t e r o f t e c h 
n o l o g y , i n s t i t u t i o n a l i s m o f c o u r s e does n o t m i n i m i z e 
t h e i m p o r t a n c e o f t h e i n s t i t u t i o n a l p a t t e r n s o f 
o u r own o r any o t h e r s o c i e t y . How c o u l d i t ? The 
v e r y t a g , " i n s t i t u t i o n a l i s m , " s i g n a l i z e s t h e i n 
s i s t e n c e o f U e b l e n and t h e i n s t i t u t i o n a l i s t s 
g e n e r a l l y upon t h e i m p o r t a n c e o f p r e v a i l i n g 
i n s t i t u t i o n s i n t h e d e t e r m i n a t i o n o f wa n t s and 
s c a r c i t i e s t h a t p r e v a i l i n any com m u n i t y o r i n any 
g i v e n p a r t o f i t . Those i n s t i t u t i o n s o f c o u r s e 
d e r i v e f r o m p r e - e x i s t i n g i n s t i t u t i o n s and t h e i m 
m e m o r i a l p a s t , o f w h i c h t h e y r e t a i n as much as 
c i r c u m s t a n c e s p e r m i t and f r o m w h i c h t h e y d e r i v e 

18. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , pp.222-223. 
19. C.E. A y r e s , "The P e s t i l e n c e o f M o r a l A g n o s t i c i s m , " 

op . c i t . , p . 1 2 5 . 
20. C.E. A y r e s , "The P a t h o f P r o g r e s s , " S o u t h w e s t Review 

28 ( 1 9 4 3 ) : 229-232. 
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t h e i r s a n c t i o n . But t h e c i r c u m s t a n c e s w h i c h 
shape and m o d i f y and a t t e n u a t e t h e i n s t i t u t i o n a l 
h e r i t a g e a r e t h o s e o f t e c h n o l o g y ^ - ] 

A y r e s was a n x i o u s t o e m p h a s i s e t h a t he d i d n o t v/iew t e c h 

n o l o g y as s o m e t h i n g e x t e r n a l t o t h e s o c i a l s t r u c t u r e o r t o 

human b e h a v i o u r . A y r e s ' v i e w was t h a t human b e h a v i o u r was a 

c u l t u r a l p r o d u c t c o n d i t i o n e d on t h e n n e hand hy t h e i n s t i t u t i o n a l 

f r a m e w o r k , and, on t h e o t h e r , by t h e " i n d u s t r i a l a r t s ; " w h i l e 

t h e p r o g r e s s o f t h e i n d u s t r i a l a r t s b o t h a f f e c t e d and was 
22 

a f f e c t e d by i n s t i t u t i o n s and b e h a v i o u r . Economics c o u l d n o t 

assume a f i x e d o r g i v e n human n a t u r e , b u t must base i t s e l f on 

a " b e h a v i o u r i s t i c p s y c h o l o g y , " w h i c h i n A y r e s ' hands became a 

" c u l t u r a l monism" w i t h no a t t e n t i o n b e i n g g i v e n t o u n d e r l y i n g 

human m o t i v e s o r a s p i r a t i o n s . For A y r e s , t h e " i n d i v i d u a l i s 
23 

s i m p l y i r r e l e v a n t . " 
E c o n o m i c s , t h e n , was t o g e n e r a t e a t h e o r y o f t h e " s o c i a l 

24 

o r d e r , " t o d i s c o v e r w h e t h e r o r n o t "we a r e g o i n g on t h e r o c k s . " 

I n o t h e r w o r d s , i t was r e q u i r e d t o answer t h e q u e s t i o n w h e t h e r 

t h e e x i s t i n g s o c i a l o r d e r i s c o n d u c i v e t o p r o g r e s s o r n o t . 

2 1 . C.E. A y r e s , "The C o o r d i n a t e s o f I n s t i t u t i o n a l i s m , " o p . c i t . , 
p . 5 1 ; see a l s o C.E. A y r e s , " D i s c u s s i o n - - T h e E t h i c s o f C o m p e t i t i o n , " 
I n t e r n a t i o n a l J o u r n a l o f E t h i c s 46 ( 1 9 3 6 ) : 364-370. 

22. C.E. A y r e s , "The C o o r d i n a t e s o f I n s t i t u t i o n a l i s m , " o p . c i t . , 
pp.48-52; C.E. A y r e s , " F i f t y Y e a r s D e v e l o p m e n t s i n I d e a s o f 
Human N a t u r e and M o t i v a t i o n , " A m e r i c a n Economic Review 26, supp. 
( 1 9 3 6 ) : 224-236; C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , pp . 89-
104; C.E. A y r e s , The I n d u s t r i a l Economy ( C a m b r i d g e , Mass.", T 95 2 ) , 
p p . 4 7 - 6 1 . 

23. M. G o t t l i e b , " C l a r e n c e A y r e s and a L a r g e r Economic 
T h e o r y , " S o u t h w e s t e r n S o c i a l S c i e n c e Q u a r t e r l y 41 ( 1 9 6 0 / 6 1 ) : 39-44. 
See a l s o C.E. A y r e s , "The C o o r d i n a t e s o f I n s t i t u t i o n a l ! s m , " o p . c i t . , 
pp.48-50; C.E. A y r e s , " F i f t y Y e a r s * D e v e l o p m e n t s i n I d e a s o f 
Human N a t u r e and M o t i v a t i o n , " o p . c i t . , pp.235-236; C.E. A y r e s , 
"The E p i s t e m o l o g i c a l S i g n i f i c a n c e o f S o c i a l P s y c h o l o g y , " J o u r n a l 
o f P h i l o s o p h y 15 ( 1 9 1 8 ) : 35-44; C.E. A y r e s , The I n d u s t r i a l 
Economy, p . 4 1 . 

24. C.E. A y r e s , " M o r a l C o n f u s i o n i n E c o n o m i c s , " o p . c i t . , 
p p.171-172. 



A y r e s a r g u e d t h a t t o a c h i e v e t h i s t a s k e c o n o m i c s must' be 

based on t h e V e b l e n i a n d i s t i n c t i o n b e t w e e n i n s t i t u t i o n s and 

t e c h n o l o g y , u t i l i s e a b e h a v i o u r i s t i c p s y c h o l o g y , and d e f i n e 
25 

v a l u e s i n s t r u m e n t a l l y . 

A y r e s was a l s o c l e a r t h a t t h e t a s k was a t h e o r e t i c a l one, 

a l t h o u g h t h e o b j e c t o f t h e o r y was n o t t o p r o d u c e i s o l a t e d 

p r e d i c t i o n s "however a c c u r a t e , " b u t "an o r g a n i z e d , i n t e g r a t e d , 
and c o h e r e n t a c c o u n t o f t h e f o r c e s a t work i n a c e r t a i n a s p e c t 

2 6 
o f t h e cosmos." A y r e s c r i t i c i s e d t h o s e i n s t i t u t i o n a l i s t s 
who had d o w n p l a y e d t h e use o f t h e o r y , and on one o c c a s i o n a r g u e d 

27 

t h a t t h e r e was " n o t h i n g a m i s s " w i t h d e d u c t i o n . N e v e r t h e l e s s , 

A y r e s u s u a l l y a r g u e d t h a t t h e o r i s i n g must be based on e m p i r i c a l 

f i n d i n g s , and t h e r e can be no d o u b t t h a t A y r e s f e l t t h a t h i s 

own b a s i c p r o p o s i t i o n s were i n harmony w i t h "modern," " e m p i r i c a l 

s o c i a l t h i n k i n g . O c c a s i o n a l l y A y r e s a d v o c a t e d " e x p e r i m e n t a l ! s m , 
2 8 

a l t h o u g h w i t h o u t m a k i n g h i s meaning c l e a r . 

A l l o f t h i s , o f c o u r s e , p r o v i d e s a b a s i s f o r t h e c r i t i q u e 

o f t h e m e t h o d o l o g y and e p i s t e m o l o g y o f o r t h o d o x e c o n o m i c s . 

A y r e s c h a r a c t e r i s e d o r t h o d o x e c o n o m i c s as r e s t i n g on a s e t o f 

a p r i o r i a s s u m p t i o n s . These a s s u m p t i o n s a r e t h a t man i s s e l f -

s e e k i n g , and t h a t man " n a t u r a l l y " s eeks p l e a s u r e and a v o i d s 

25. C.E. A y r e s , "The C o - o r d i n a t e s o f I n s t i t u t i o n a l i s m , " 
o p . c i t . ; C.E. A y r e s , "The N a t u r e and S i g n i f i c a n c e o f I n s t i t u t i o n 
a l i s m , " A n t i o c h Review'26 ( 1 9 6 6 ) : 84-90. 

26. C.E. A y r e s , " M o r a l C o n f u s i o n i n E c onomics," o p . c i t . , 
p.183. 

27. I b i d . . , pp.171-174; C.E. A y r e s , The T h e o r y o f Economic 
P r o g r e s s , p p.11-12, 73-74, 209. 

28. C.E. A y r e s , "Economic "Value and S c i e n t i f i c S y n t h e s i s , " 
op . c i t . , p.350; C.E. A y r e s , " P i e c e m e a l R e v o l u t i o n , " S o u t h w e s t e r n 
S o c i a l S c i e n c e Q u a r t e r l y 30 ( 1 9 4 9 / 5 0 ) : 12-17. 
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29 p a i n . O r t h o d o x t h e o r y i s , t h e r e f o r e , one o f n a t u r a l l a w s 

" o f a d i s t i n c t l y t h e o l o g i c a l p e r s u a s i o n , " w h i c h t a k e e f f e c t 

" i n a n a t u r a l harmony o r e q u i l i b r i u m o f f o r c e s , a b a l a n c e , 

f o r i n s t a n c e , o f s u p p l y and demand. 

The d o m i n a n t t r a d i t i o n i n economic t h i n k i n g p e r 
p e t u a t e s a c o n c e p t i o n o f t h e economy w h i c h was 
f o r m e d b e f o r e t h e D a r w i n i a n r e v o l u t i o n . T h a t 
c o n c e p t i o n u n d e r t o o k t o e x p l a i n t h e p a t t e r n s o f 
economic l i f e - - a n d , i n d e e d , o f t h e whole o f o r 
g a n i z e d s o c i e t y - - a s g i v i n g " n a t u r a l " e x p r e s s i o n 
t o t h e " o r i g i n a l n a t u r e o f man."^ 

For A y r e s , o r t h o d o x t h e o r y i s " p r i c e t h e o r y ; " a s y s t e m o f 

t h o u g h t w h i c h p l a c e s t h e m a r k e t and p r i c e s a t t h e c e n t r e o f 

t h e economic o r d e r . I t i s an " e x p l a n a t i o n o f t h e s o c i a l o r d e r 

( p r i c e e q u i l i b r i u m ) , as an e x p r e s s i o n o f human n a t u r e ( w a n t s 
3 2 

and s a t i s f a c t i o n s ) . " Wants a r e t a k e n as t h e ends o f economic 

a c t i v i t y , and p r i c e s as v a l u e s and a g u i d e t o w e l f a r e . P r o d 

u c t i o n " i s c o n c e i v e d t o be v a l u a b l e n o t ' i n i t s e l f ' b u t o n l y 

as a 'means' t o t h e t r a n s c e n d e n t ' e n d ' . " ^ 
I t i s t h i s t r a n s c e n d e n t a l i s m w h i c h has k e p t economic 
t h i n k i n g i n bond t o p r i c e t h e o r y . . . I n c l a s s i c a l 
t h e o r y c o n s u m p t i o n i s no v u l g a r l y p h y s i c a l a c t i v i t y 
. . . i t i s a m a t t e r n o t o f t h e use o f t h i n g s b u t o f 
t h e c o n s u m p t i o n o f " v a l u e C o n s e q u e n t l y t h e 
e c o n o m i s t can know economic v a l u e o n l y as i t i s 
r e v e a l e d i n t h e wants w i t h w h i c h each i n d i v i d u a l 

29. C.E. A y r e s , The I n d u s t r i a l Economy, pp.36-37; C.E. A y r e s , 
"Economic V a l u e and S c i e n t i f i c S y n t h e s i s , " op . c i t . , p.347. 

3 d . C.E. A y r e s , " M o r a l C o n f u s i o n i n E c o n o m i c s , " op. c i t . , 
p.175. 

3 1 . C.E. A y r e s , The I n d u s t r i a l Economy, p.28. 
32. C.E. A y r e s , " F i f t y Y e a r s ' D e v e l o p m e n t s i n I d e a s o f Human 

Ma t u r e and M o t i v a t i o n , " o p . c i t . , p.235. 
33. C.E. A y r e s , "Economic V a l u e and S c i e n t i f i c S y n t h e s i s , " 

o p . c i t . , p . 3 5 1 . A y r e s was c l e a r t h a t i t was o n l y as a t h e o r y o f 
t h e s o c i a l o r d e r t h a t e c o n o m i c s c o u l d have any meaning a t a l l . 
I s o l a t e d p r e d i c t i o n s d i d n o t c o n s t i t u t e a s c i e n c e . See C.E. A y r e s , 
" M o r a l C o n f u s i o n i n E c o n o m i c s , " op . c i t . , p.183. 
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r e p o r t s h i s own u n i q u e s p i r i t u a l e x p e r i e n c e s ; 
and s i n c e t h e s e a r e made known by p u r c h a s e s 
w h i c h i n t u r n a r e g a t h e r e d up and s y n t h e s i z e d 
i n t h e p r i c e s y s t e m , i t f o l l o w s t h a t t h e p r i c e 
s y s t e m i s t h e o n l y l o c u s o f v a l u e and g u i d e t o 
e conomic w e l f a r e . 

A y r e s was aware t h a t e c o n o m i s t s had a t t e m p t e d t o r i d 

t h e i r d i s c i p l i n e o f h e d o n i s t i c r e f e r e n c e s , b u t 

t h e i r i n s i s t e n c e upon t h e i n d i s p e n s a b i l i t y o f 
t h e p r i c e s y s t e m as t h e s o l e r e g i s t e r o f " w a n t s " 
( w h i c h i n t u r n a r e t h e s o l e r e g i s t e r o f v a l u e ) 
can mean o n l y one t h i n g : t h e c o n c e p t i o n o f 
v a l u e s as q u a n t i t i e s o f mind o r s p i r i t w h i c h 
can be known o n l y by i n w a r d c o n t e m p l a t i o n . 

T h i s A y r e s f i n d s t o be " p r e - D a r w i n i a n " and i n a p p o s i t i o n t o 

" t h e d i r e c t i o n i n w h i c h t h e w hole o f modern t h o u g h t has been 

m o v i n g ; " t h a t i s , " t o w a r d s c i e n c e and away f r o m m e t a p h y s i c s . " 

Modern s c i e n c e , f o r A y r e s , "knows n o t h i n g o f t r a n s c e n d e n t 

e n d s . F o r i n s t i t u t i o n a l ! s t s , t h e o b j e c t i v e i s t h e e x p l a n 

a t i o n o f "human n a t u r e ( w o r k i n g , b u y i n g , c o n s u m i n g , i n v e s t i n g , 

and so f o r t h ) as an e x p r e s s i o n o f t h e s o c i a l o r d e r ( i n s t i t u t i o n s 
3 7 

and t e c h n o l o g y ) ; " and, as b e h a v i o u r , w a n t s , and s a t i s f a c t i o n s , 

a r e a l l endogenous, t h e o n l y way t h e s o c i a l o r d e r can be 

u n d e r s t o o d i s as a p r o c e s s , w i t h m a r k e t s and p r i c e s t a k e n as 
3 8 

b e i n g r e f l e c t i v e r a t h e r t h a n as r e g u l a t i v e . What i s more, 

as wants a r e p a r t l y d e t e r m i n e d by t h e i n s t i t u t i o n a l s t r u c t u r e , 

34. I b i d . , pp.351-352. 
35. I b i d . , p.352. 
36. I b i d . , pp.352-353. 
37. C.E. A y r e s , " F i f t y Y e a r s ' D e v e l o p m e n t s o f I d e a s o f 

Human N a t u r e and M o t i v a t i o n , " o p . c i t . , p.235. 
38. C.E. A y r e s , "The N a t u r e and S i g n i f i c a n c e o f I n s t i t u t i o n -

a l i s m , " o p . c i t . , pp.78-79; C.E. A y r e s , " I n s t i t u t i o n a l E c o n o m i c s - -
D i s c u s s i o n , " A m e r i c a n Economic Review 47, supp. ( 1 9 5 7 ) : 26-27. 
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and as t h e q u e s t i o n t o be an s w e r e d i s w h e t h e r o r n o t t h e 

i n s t i t u t i o n a l s t r u c t u r e i s c o n d u c i v e t o p r o g r e s s , t o s i m p l y 

assume t h a t w ants r e p r e s e n t ends makes o r t h o d o x e c o n o m i c s 

t a u t o l o g i c a l . P r i c e s , t h e n , c a n n o t be t a k e n as p r o v i d i n g a 
39 

measure o f v a l u e o r a g u i d e t o w e l f a r e . 

Prom t h e above t h e d e b t A y r e s owes t o V e b l e n and Dewey 

i s q u i t e c l e a r . A y r e s drew h e a v i l y on V e b l e n ' s d i s t i n c t i o n 

b etween t h e t e c h n i c a l and t h e i n s t i t u t i o n a l , and f o u n d h i s 

l o c u s o f v a l u e i n t h e e q u i v a l e n t o f l / e b l e n ' s " i n s t i n c t o f 

w o r k m a n s h i p . " Of c o u r s e A y r e s removed l / e b l e n ' s r e f e r e n c e s t o 

i n s t i n c t s , r e p l a c i n g them w i t h a b e h a v i o u r i s t i c p s y c h o l o g y , 

and j u s t i f y i n g t h e use o f w o r k m a n s h i p , o r t e c h n o l o g y , as t h e 

l o c u s o f v a l u e on i n s t r u m e n t a l g r o u n d s t a k e n f r o m John D e w e y . ^ 

A y r e s ' e p i s t e m o l o g y and m e t h o d o l o g y r e q u i r e t h a t t h e t r a d i t i o n a l 

d i s t i n c t i o n s between k n o w l e d g e and v a l u e s and between means 

and ends be abandoned, and t h a t e c o n o m i c s be based on t h e em-
41 

p i r i c a l f i n d i n g s o f "modern s c i e n c e . " As m i g h t be e x p e c t e d , 

most o f t h e m a j o r e l e m e n t s i n A y r e s ' p o s i t i o n have been t h e 

39. C.E. A y r e s , "The N a t u r e and S i g n i f i c a n c e o f I n s t i t u t i o n -
a l i s m , " op. c i t • , pp.23, 80; C.E. A y r e s , The T h e o r y o f Economic 
P r o g r e s s , pp.78-85 . 

4d . C.E. A y r e s , "The Legacy o f T h o r s t e i n l / e b l e n , " i n 
I n s t i t u t i o n a l Economics ( B e r k e l e y , 1 9 6 3 ) , p p .45-62; C.E. A y r e s , 
" U e b l e n ' s T h e o r y o f I n s t i n c t s R e c o n s i d e r e d , " i n T h o r s t e i n O e b l e n : 
A C r i t i c a l R e a p p r a i s a l , ed., D. Dowd, pp.25-3 7; C.E. A y r e s , 
" I n s t i n c t and C a p a c i t y I and I I , " J o u r n a l o f P h i l o s o p h y 18 ( 1 9 2 1 ) : 
561-565, and 19 ( 1 9 2 1 ) : 600-606. For A y r e s ' comments on Dewey 
see C.E. A y r e s , "Review o f J. Dewey's Human N a t u r e and C o n d u c t , " 
J o u r n a l o f P h i l o s o p h y 19 ( 1 9 2 2 ) : 469-475; C.E.. A y r e s , "Review o f 
J. Dewey's The Quest f o r C e r t a i n t y , " I n t e r n a t i o n a l J o u r n a l o f 
o f E t h i c s 40 ( 1 9 2 9 / 3 0 ) : 425-433; C.E. A y r e s , " I n s t r u m e n t a l 
Economics," o p . c i t . , pp.18-20. 

4 1 . C.E. A y r e s , "The P e s t i l e n c e o f M o r a i A g n o s t i c i s m , " o p . c i t 
pp.116-125; C.E. A y r e s , " I n s t r u m e n t a l E c o n o m i c s , " o p . c i t . , pp.18-
20; C.E. A y r e s , " P i e c e m e a l R e v o l u t i o n , " op. c i t . , pp.12-17. 
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A.B. W o l f e has a r g u e d t h a t i n h i s a t t e m p t t o s e t up a 

g e n e r a l s t a n d a r d o f v a l u e i t i s A y r e s , and n o t t h e o r t h o d o x 

e c o n o m i s t , who i s g u i l t y o f t r a n s c e n d e n t a l i s m . W o l f e a l s o 

c h a r a c t e r i s e s A y r e s as a r g u i n g t h a t "we e x i s t f o r t h e t e c h 

n o l o g i c a l p r o c e s s , r a t h e r t h a n t h e r e v e r s e , " a p o s i t i o n t h a t 

W o l f e f e e l s d e n i e s t h e " e t h i c a l u l t i m a c y o f t h e i n d i v i d u a l " 

and p r o v i d e s a p h i l o s o p h y t h a t " c o u l d l e a d as w e l l t o f a s c i s m . . . 

as t o l i b e r t y and democracy. 

O t h e r s , such as A.P. L e r n e r , P.T. Homan and Fr a n k K n i g h t 
43 

have l e v e l e d s i m i l a r c r i t i c i s m s , b u t K n i g h t d e l v e s d e e p e r 

i n t o A y r e s 1 p h i l o s o p h y . F i r s t , K n i g h t p o i n t s o u t t h a t A y r e s ' 

work "assumes f o r t e c h n o l o g y some k i n d o f an i n n e r l a w o f 

p r o g r e s s o f an a b s o l u t e and i n s c r u t a b l e c h a r a c t e r , " and q u e s t i o n s 
w h e t h e r t e c h n o l o g y can r e a l l y be seen as t h e dynamic f a c t o r i n 

44 

s o c i a l c h ange. Second, K n i g h t a t t a c k s A y r e s 1 " u n i n t e l l i g i b l e " 

c o m b i n a t i o n o f m o r a l i s m w i t h h i s t e c h n o l o g i c a l i n t e r p r e t a t i o n 

o f h i s t o r i c a l change, and a r g u e s t h a t t o d e f i n e k n o w l e d g e and 

v a l u e s i n s t r u m e n t a l l y i s " e t h i c a l l y p e r v e r t e d ; " a way o f d i s 

c u s s i n g m o r a l p r o b l e m s t h a t has " i n t e l l e c t u a l l y r e p u g n a n t i m -

p l i c a t i o n s . " 4 5 

42. A.B. W o l f e , "Review o f The T h e o r y o f Economic P r o g r e s s 
by C.E. A y r e s , " P o l i t i c a l S c i e n c e Q u a r t e r l y 59 ( 1 9 4 4 ) : 622-624. 

43. A.P. L e r n e r , "Review o f The T h e o r y o f Economic P r o g r e s s 
by C.E. A y r e s , " A m e r i c a n Economic Review 35 ( 1 9 4 5 ) : 160-164; P.T. 
Homan, "Review o f Towards a R e a s o n a b l e S o c i e t y , by C.E. A y r e s , " 
A m e r i c a n Economic Review 53 ( 1 9 6 3 ) : 1 4 7 - 1 5 1 ; F. K n i g h t , " I n t e l - ' 
l e c t u a l C o n f u s i o n on M o r a l s and E c o n o m i c s , " I n t e r n a t i o n a l J o u r n a l 
o f E t h i c s 45 ( 1 9 3 5 ) : 200-220. 

44. F. K n i g h t , " I n t e l l e c t u a l C o n f u s i o n on M o r a l s and 
Economics," o p . c i t . , pp.208-209. 

45. I b i d . , pp.212-220; see a l s o W.J. Samuels, "The K n i g h t -
A y r e s C o r r e s p o n d e n c e : The Grounds o f Knowledge and S o c i a l A c t i o n , " 
J o u r n a l o f Economic I s s u e s 11 ( 1 9 7 7 ) : 485-524. 
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A y r e s a t t e m p t e d t o d e f e n d h i m s e l f a g a i n s t such c r i t i c i s m s 

by r e p e a t i n g h i s c o n t e n t i o n t h a t t e c h n o l o g y i s t h e dynamic 

f a c t o r , and t h a t 

t h e r e i s no escape f r o m t h e m e t a p h y s i c a l n o t h i n g 
ness o f i n w a r d m o r a l c o n t e m p l a t i o n . . . b u t t o t h e 
u t t e r r e l a t i v i t y o f mores, and no escape f r o m t h a t 
b u t t o some o t h e r b a s i s o f j u d g e m e n t a l t o g e t h e r 
d i s t i n c t f r o m m o r e s . . . t h a t o t h e r b a s i s i s t e c h 
n o l o g y . ̂ 6 

A y r e s was a l s o adamant t h a t t h e t e c h n o l o g i c a l b a s i s o f v a l u e 

d i d n o t i n v o l v e p l a c i n g m a c h i n e s above p e o p l e o r o p e n i n g t h e 

way t o d i c t a t o r s h i p o r f a s c i s m . For A y r e s t h e t e c h n o l o g i c a l 

c o n t i n u u m , w h i c h c o n t a i n s 

a l l t h e a r t s , a l l t h e s c i e n c e s , and t h e whole v a s t 
r a n g e o f t o o l s and s k i l l s and know-how o f w h i c h t h e 
a r t s and s c i e n c e s a r e t h e h i g h e s t e x p a n s i o n , does 
i n f a c t . c o n t a i n and embody t h e j u d g e m e n t o f a l l 
m a n k i n d and o f a l l ages as t o what i s most v a l u a b l e 
i n l i f e and what makes l i f e w o r t h w h i l e . ^ 

E l s e w h e r e A y r e s a r g u e s t h a t s c i e n t i f i c and t e c h n i c a l a d v a n c e s 

a r e q u i t e c o m p a t i b l e w i t h , i f n o t i n s e p a r a b l e f r o m , f r e e d o m , 

e q u a l i t y , s e c u r i t y , abundance, and e x c e l l e n c e . ^ The l a c k o f 

t h e s e t h i n g s A y r e s a s c r i b e s t o t h e p r e v a l e n c e o f i g n o r a n c e , 

p r e j u d i c e , dogma, and s u p e r s t i t i o n . 

A y r e s ' c r i t i q u e o f p r i c e t h e o r y has a l s o been h e a v i l y 

a t t a c k e d , u s u a l l y on t h e g r o u n d s t h a t p r i c e t h e o r y i s n o t 

46. C.E. A y r e s , " C o n f u s i o n T h r i c e C o n f o u n d e d , " I n t e r n a t i o n a l 
J o u r n a l o f E t h i c s 45 ( 1 9 3 5 ) : 358; see a l s o C.E. A y r e s , "The • 
O r d e a l o f t h e S o c i a l S c i e n c e s , " S o u t h w e s t e r n S o c i a l S c i e n c e 
Q u a r t e r l y 25 ( 1 9 4 4 / 4 5 ) : 247-257. 

47. C.E. A y r e s , "Addendum t o t h e T h e o r y o f Economic P r o g r e s s , 
A m e r i c a n Economic Review 35 ( 1 9 4 5 ) : 939. 

48. See C.E. A y r e s , " E x c e l l e n c e i n an I n d u s t r i a l Economy," 
S o u t h w e s t Review 44 ( 1 9 5 9 ) : 139-149; and C.E. A y r e s , Towards a 
Reasonable S o c i e t y ( A u s t i n , 1 9 6 1 ) , pp.171-263. 
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i n c o m p a t i b l e w i t h e f f o r t s t o u n d e r s t a n d t e c h n i c a l and i n 

s t i t u t i o n a l c hange, and t h a t m a r k e t s do p l a y a key r o l e i n 
49 

t h e a l l o c a t i o n o r r e s o u r c e s . A y r e s , however, c o n t i n u e d t o 

r e j e c t such s u g g e s t i o n s , m a i n t a i n i n g t h a t o r t h o d o x p r i c e 

t h e o r y had b a s i c f l a w s and was f u n d a m e n t a l l y i n c o m p a t i b l e w i t h 
50 

i n s t i t u t i o n a l i s m . T h i s a t t i t u d e came n o t j u s t f r o m A y r e s ' 

e p i s t e m o l o g y , b u t a l s o f r o m h i s v i e w s on t h e p r o c e s s e s o f 

economic g r o w t h and d e v e l o p m e n t , and t h e r o l e o f economic 

o r t h o d o x y as a s y s t e m o f a p o l o g e t i c s . 

I I T e c h n o l o g y and I n s t i t u t i o n s . 

A y r e s ' t h e o r y o f p r o g r e s s i s based on t h e d i c h o t o m y 

between t e c h n o l o g y and i n s t i t u t i o n s . As n o t e d above, A y r e s 

v i e w s t e c h n o l o g y as t h e dynamic e l e m e n t i n t h e p r o c e s s o f 

change 
I t i s t h e p e c u l i a r c h a r a c t e r o f a l l t e c h n o l o g y f r o m 
c h i p p e d f l i n t s , t o B o u l d e r Dam and B e e t h o v e n ' s 
q u a r t e t s , t h a t i t i s p r o g r e s s i v e . I t i s i n h e r e n t l y 
d e v e l o p m e n t a l . T h i s c i r c u m s t a n c e w h i c h g i v e s 
t e c h n o l o g y i t s p e c u l i a r i m p o r t a n c e i n t h e a n a l y s i s 
o f c u l t u r e - - a n d most o f a l l f o r e c o n o m i s t s — c a n be 
u n d e r s t o o d o n l y i n t e r m s o f t o o l s . . . F o r t h e dev
e l o p m e n t a l c h a r a c t e r o f t e c h n o l o g y i s i m p l i c i t n o t 
i n t h e s k i l l - f a c u l t y o f t h e human i n d i v i d u a l b u t 
i n t h e c h a r a c t e r o f tools. c„ 

5 I 
A y r e s goes on t o e x p l a i n t h e c h a r a c t e r o f t o o l s as f o l l o w s 

49. F. K n i g h t , " I n t e l l e c t u a l C o n f u s i o n On M o r a l s and 
Economics," o p . c i t . , pp.215-216; W.R. A l l e n , "Review o f The T h e o r y 
o f Economic P r o g r e s s by C.E. A y r e s , " S o c i a l S c i e n c e Q u a r t e r l y 57 
" ( 1 9 7 6 ) : 236-238; C. D a n i e l , " I n s t i t u t i o n a l i s m and C o n v e n t i o n a l 
E c o n o m i c s : Complements o r S u b s t i t u t e s , " S o c i a l S c i e n c e Q u a r t e r l y 
5 1 ( 1 9 7 1 ) : 992-994. 

50. C.E. A y r e s , "The P l a c e o f t h e M a r k e t Economy i n I n 
s t i t u t i o n a l T h o u g h t , " S o c i a l S c i e n c e Q u a r t e r l y 51 ( 1 9 7 1 ) : 995-996. 
See a l s o C.E. A y r e s , " I n s t i t u t i o n a l i s m and Economic D e v e l o p m e n t , " 
S o u t h w e s t e r n S o c i a l S c i e n c e Q u a r t e r l y 41. (.1960/61 ).: 57-62. 

5 1 . C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , pp.111-112. 
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We have l e a r n e d t h a t such t e c h n i c a l i n n o v a t i o n s 
come a b o u t as a r e s u l t o f t h e p h y s i c a l c h a r a c t e r 
o f t o o l s w h i c h , l i k e a l l p h y s i c a l o b j e c t s a r e 
c a p a b l e o f b e i n g c o m b i n e d . We know w i t h c e r t a i n t y 
t h a t i n v e n t i o n s and d i s c o v e r i e s a r e c o m b i n a t i o n s 
o f t o o l s , i n s t r u m e n t s , and i n s t r u m e n t a l l y manip
u l a t e d m a t e r i a l s ; and t h a t t h e more t o o l s t h e r e 
a r e , t h e g r e a t e r i s t h e p o t e n t i a l i t y o f t e c h n i c a l 
i n v e n t i o n and d i s c o v e r y . ^ 

T h i s s u g g e s t s t h a t t e c h n i c a l p r o g r e s s i s n o t a m a t t e r o f 

p a r t i c u l a r a t t r i b u t e s p o s s e s s e d by c e r t a i n " G i f t e d Ones," b u t 

i s a f u n c t i o n o f t h e p r e - e x i s t i n g s t o c k o f t e c h n i q u e s . I n v e n 

t i o n i s a m a t t e r o f c o m b i n a t i o n w h i c h , f o r A y r e s , e x p l a i n s t h e 

r o l e o f c h a n c e , and t h e c o n t r i b u t i o n s made by a m a t e u r s and 

newcomers who a r e f r e e o f t h e f i x e d i d e a s and p r e o c c u p a t i o n s 

o f t h o s e a l r e a d y i n v o l v e d i n t h e f i e l d . T e c h n o l o g y has w i t h i n 

i t s e l f a t e n d e n c y t o a c c e l e r a t i n g a d v a n c e , as " t h e more t o o l s 

t h e r e a r e , t h e g r e a t e r i s t h e number o f p o t e n t i a l c o m b i n a t i o n s . " 5 " ^ 

• f c o u r s e , t h e p r o g r e s s i v e and c u m u l a t i v e n a t u r e o f 

t e c h n i c a l change may n o t a l w a y s emerge. T e c h n o l o g y i s n o t t h e 

w h o l e o f c u l t u r e and o t h e r f o r c e s a r e a l s o a t work. These non-

t e c h n o l o g i c a l a s p e c t s A y r e s c l a s s i f i e s as i n s t i t u t i o n a l o r 

c e r e m o n i a l . 5 4 For A y r e s t h e i n s t i t u t i o n a l o r c e r e m o n i a l 

" b e h a v i o u r s y s t e m " i s q u i t e apposed t o t h a t o f t e c h n o l o g y . 

Whereas t e c h n o l o g y i s o f i t s own c h a r a c t e r d e v e l o p 
m e n t a l t h e c e r e m o n i a l f u n c t i o n i s s t a t i c , r e s i s t a n t 
t o and i n h i b i t i n g o f c h a n g e . . . T h i s does n o t mean 
t h a t c e r e m o n i a l b e h a v i o u r - s y s t e m s do n o t change. We 
know t h e y do. But t h e changes w h i c h o c c u r do n o t 
o r i g i n a t e i n o r d e r i v e f r o m t h e l e g e n d - m o r e s - s t a t u s 
c o m p l e x i t s e l f . ^ 

52. I b i d . , p . 2 1 1 . See a l s o C.E. A y r e s , " T e c h n o l o g y and 
P r o g r e s s , " A n t i o c h Review 3 ( 1 9 4 3 ) : 6-20.. 

53. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , pp.112-120, 
54. I b i d . , p.155. 
55. I b i d . , pp.174-175. 
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T e c h n o l o g i c a l and i n s t i t u t i o n a l change a r e c l o s e l y 

r e l a t e d . A change i n t e c h n o l o g y m i l l t e n d t o b r i n g a b o u t a 

change i n t h e i n s t i t u t i o n a l f r a m e w o r k . On o c c a s i o n A y r e s 

t a l k e d a b o u t a " l a g " between t e c h n i c a l change and t h e r e s u l t i n g 

i n s t i t u t i o n a l a d j u s t m e n t , " ^ b u t i t must be u n d e r s t o o d t h a t : 

i t i s a s e r i o u s m i s t a k e t o suppose t h a t t h e new 
i n s t i t u t i o n a l p a t t e r n s a r e a p u r f e e t m atch f o r 
t h e new t e c h n o l o g y . The i n s t i t u t i o n s a r e t o match 
each o t h e r , and t h e y do so i n r e s p o n s e t o t e c h 
n o l o g i c a l d e v e l o p m e n t . But t o suppose t h a t t h e y 
" c a t c h up" i s t o m i s c o n s t r u e t h e n a t u r e o f i n 
s t i t u t i o n s . S o c i a l s t r u c t u r e s w h i c h " c a t c h up" 
w i t h t e c h n o l o g y t h e r e b y cease t o be what we have 
u n d e r s t o o d as i n s t i t u t i o n s , and become t e c h n i c a l l y 
e f f i c i e n t o r g a n i z a t i o n a l s t r u c t u r e s , f o r w h i c h 
we have as y e t no s i m p l e n a m e . ^ 

The i n s t i t u t i o n a l s t r u c t u r e , i f s u f f i c i e n t l y r e s i s t a n t t o c h a n g e , 

may n o t o n l y l a g b e h i n d , b u t a l s o i n h i b i t o r a c t u a l l y p r e v e n t 

t e c h n o l o g i c a l changes f r o m t a k i n g p l a c e . At t h e b e s t t h e i n -
5 8 

s t i t u t i o n a l s t r u c t u r e i s " p e r m i s s i v e " o f c h ange. From t h i s , 

A y r e s a r g u e s t h a t " t h e o v e r - a l l economic d e v e l o p m e n t o f any 

p e o p l e i s c o n d i t i o n e d by t h e i n t e r a c t i o n o f t h e dynamism o f 
t e c h n o l o g y and t h e i n h i b i t i n g f o r c e o f i n s t i t u t i o n a l i z e d t r a d -

59 

i t i o n . " A p o s i t i o n t h a t f o r m s t h e b a s i s f o r h i s i n t e r p r e t a t i o n 

o f t h e i n d u s t r i a l d e v e l o p m e n t o f w e s t e r n n a t i o n s and h i s c r i t i q u e 

o f t h e " c l a s s i c a l t h e o r y o f g r o w t h . " 

I l l P r o p e r t y , C a p i t a l , and G r o w t h . 

The i n d u s t r i a l i s a t i o n o f w e s t e r n c o u n t r i e s A y r e s a s c r i b e d 

56. _ I b i d . , p.170. 
57. C.E. A y r e s , The I n d u s t r i a l Economy, p.103; see a l s o 

C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , p.187. 
58. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , p.177. 
59. C.E. A y r e s , " I n s t i t u t i o n a l i s m and Economic D e v e l o p m e n t , " 

o p . c i t . , p.50 . 



t o a l o n g s e r i e s o f t e c h n i c a l a dvances w h i c h he t r a c e d back 

t o t h e Dark Ages and b eyond. W h i l e t h e " e f f i c i e n t c a u s e " was 

t e c h n i c a l , A y r e s a l s o p o i n t e d o u t t h a t t h e " i n s t i t u t i o n a l 

c r u s t " o f w e s t e r n Europe "seems t o have been u n i q u e l y t h i n and 

b r i t t l e and t h e r e f o r e p e r m i s s i v e o f change. 

I n d i s c u s s i n g t h e p r o c e s s o f i n s t i t u t i o n a l change, and 

p a r t i c u l a r l y t h e a l t e r a t i o n s i n t h e i n s t i t u t i o n o f p r o p e r t y , 

A y r e s e m p h a s i s e s t h a t 

t h e s e i n s t i t u t i o n a l changes d i d n o t p r e c e d e and 
"make p o s s i b l e " t h e t e c h n o l o g i c a l d e v e l o p m e n t w i t h 
w h i c h t h e y c o i n c i d e . . . What b r o u g h t them t o pass 
w a s . . . t h e e l a b o r a t i o n o f a d m i n i s t r a t i v e t e c h n i q u e 
a l o n g d i s t i n c t l y i n s t r u m e n t a l l i n e s , and t h e g r a d u a l 
a t r o p h y o f w h a t e v e r i n s t i t u t i o n a l c o n s i d e r a t i o n s 
o f r a n k and power f a i l e d t o t a k e t h i s l i n e . To 
speak o f t h i s p r o c e s s as h a v i n g made p o s s i b l e t h e 
d e v e l o p m e n t o f machine t e c h n o l o g y i s t o m i s c o n s t r u e 
c o m p l e t e l y t h e e s s e n t i a l l y t e c h n o l o g i c a l c h a r a c t e r 
o f t h e p r o c e s s . , . 

T h i s i s n o t t o say t h a t t h e i n s t i t u t i o n a l f r a m e w o r k does n o t 

s t i l l c a r r y w i t h i t "a q u i t e s u r p r i s i n g amount o f f e u d a l 

b a g g a g e . " ^ 

One a s p e c t o f t h e economy o f modern W e s t e r n s o c i e t y 
i s i n s t i t u t i o n a l i n c h a r a c t e r and d e r i v a t i o n . The 
p o w e r - s y s t e m o f t h e modern economy i s s t i l l a 
m a t t e r o f i n s t i t u t i o n a l l y d e t e r m i n e d s t a t u s . I n 
s p i t e o f a l l t h e a p p a r a t u s o f a d m i n i s t r a t i v e m a c h i n e r y , 
d i s c r e t i o n a r y c o n t r o l i s s t i l l a m a t t e r o f c e r e m o n i a l l y 
d e t e r m i n e d r i g h t s t h e s a n c t i o n o f w h i c h d e r i v e s f r o m 
t h e l e g e n d a r y p a s t . ^ 

60. C.E. A y r e s , "The T h e o r y o f I n s t i t u t i o n a l A d j u s t m e n t , 
Texas Q u a r t e r l y 9 ( 1 9 6 6 ) : 128-129; t h i s a r t i c l e was a l s o pub
l i s h e d i n C.C. Thompson, ed., I n s t i t u t i o n a l A d j u s t m e n t ( A u s t i n 
1 9 6 7 ) , pp.4-17 i n a s l i g h t l y m o d i f i e d f o r m . 

6 1 . C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , p. 2 0 1 . 
62. I b i d . , p.197. 
63. I b i d . , pp.201-202. 



T h i s "power s y s t e m " o r " s o c i a l o r d e r , " w h i c h i s a 

" r e s i d u e o f o u r c e r e m o n i a l p a s t , " i s t h e " c a p i t a l i s t s y s t e m , " 

and i t s " l e g e n d a r y b a c k g r o u n d " i s t h e o r t h o d o x t h e o r y o f 

g r o w t h . The " c e r e m o n i a l c h a r a c t e r o f p r o p e r t y " i n s p i r e d 

"modern s o c i e t y t o t h i n k o f a c c u m u l a t e d w e a l t h as t h e p r i m a r y 

i n s t r u m e n t o f i n d u s t r i a l p r o d u c t i o n , " and t o " e l a b o r a t e t h e 

c o n c e p t o f c a p i t a l and w hole c l a s s i c a l i n t e r p r e t a t i o n o f 
„64 

economic p r o c e s s . " 

F o r economic a c t i v i t y u n d e r c a p i t a l i s m " t o o l s and m a t e r i a l s 

a r e i n d i s p e n s a b l e b u t e s p e c i a l l y money i s i n d i s p e n s a b l e . " The 

o r t h o d o x use o f t h e t e r m c a p i t a l c o m b i n e s and c o n f u s e s t h e 
6 5 

i d e a o f c a p i t a l as e q u i p m e n t and c a p i t a l as a f u n d , and sug

g e s t s t h a t t h e a c c u m u l a t i o n o f f u n d s makes p o s s i b l e t h e accum

u l a t i o n o f p h y s i c a l t o o l s and t e c h n i c a l k n o w l e d g e . ^ For A y r e s , 

t h e i d e a t h a t economic d e v e l o p m e n t depends on t h e a c c u m u l a t i o n 

o f f u n d s i d e n t i f i e s " d i s c r e t i o n a r y a u t h o r i t y w i t h s o c i a l 

p r o c e s s . " I t s i m p l i c a t i o n i s t h a t i n e q u a l i t y and l a r g e p r i v a t e 

a c c u m u l a t i o n s o f w e a l t h a r e a n e c e s s a r y p a r t o f t h e d e v e l o p m e n t 

o f c i v i l i s a t i o n . I t i s t h e r i c h who save, so g r o w t h and dev

e l o p m e n t a r e i d e n t i f i e d w i t h t h e p r e v a i l i n g power s t r u c t u r e 
6 7 

and d i s t r i b u t i o n o f i n c o m e . A y r e s t a k e s t h i s a r g u m e n t t o 

t h e p o i n t where he c l a i m s t h a t " t h e economic power s y s t e m o f 

modern w e s t e r n s o c i e t y w o u l d . . . h a v e been i m p o s s i b l e w i t h o u t t h e 
64. I b i d . , p.202. See a l s o C.E. A y r e s , The I n d u s t r i a l 

Economy, pp.101-129; and C.E. A y r e s , "The C l a s s i c a l T r a d i t i o n 
l/ersus Economic G r o w t h , " S o u t h w e s t e r n S o c i a l S c i e n c e Q u a r t e r l y 36 
( 1 9 5 5 / 5 6 ) : 343-350. 

65. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , p.49. 
66 . I b i d . , p.50. 
67. I b i d . , pp.48-53. 
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myth o f c a p i t a l . " 

T h a t t h e o r t h o d o x t h e o r y o f c a p i t a l i s a myth A y r e s has 

no d o u b t . 
The t r u t h i s , me have known f o r some t i m e t h a t 
e c o n o m i c g r o w t h i s s e l f - f i n a n c i n g . T h i s i s t r u e , 
f i r s t , because banks ( a n d b e h i n d them, g o v e r n m e n t s ) 
have t h e power t o c r e a t e f u n d s , and s e c o n d l y , 
b e cause even t h e p r o s p e c t o f g r o w t h i n c r e a s e s p r o p 
e r t y v a l u e s i n such a way a s t o j u s t i f y t h e c r e a t i o n 
o f such f u n d s . 

N e i t h e r t h e p r i o r a c c u m u l a t i o n o f f u n d s n o r t h e c r e a t i v e g e n i u s 
70 

o f i n d i v i d u a l e n t r e p r e n e u r s a r e i m p o r t a n t . N e v e r t h e l e s s , 

o r t h o d o x m y t h o l o g y s t i l l p l a y s an i m p o r t a n t p a r t i n j u s t i f y i n g 

t h e c a p i t a l i s t economic o r d e r , an economic o r d e r t h a t , f o r 
A y r e s , i s s e v e r e l y h i n d e r i n g t e c h n i c a l and hence economic 

71 

p r o g r e s s . 

11/ The S h o r t c o m i n g s o f t h e C a p i t a l i s t Economic O r d e r . 

A y r e s 1 m a j o r a r e a s o f c o n c e r n w i t h t h e c a p i t a l i s t o r d e r 

i n v o l v e i m p e r f e c t c o m p e t i t i o n and m onopoly, d e p r e s s i o n s and un

employment, and i n t e r n a t i o n a l economic r e l a t i o n s h i p s . I n 

A y r e s ' v i e w a l l o f t h e s e p r o b l e m a r e a s a r e r e l a t e d t o t h e i n 

s t i t u t i o n a l s t r u c t u r e o f c o n t e m p o r a r y c a p i t a l i s t s o c i e t y , and 
68. The " m y t h i c " a s p e c t o f o r t h o d o x e c o n o m i c s i s e l a b o r a t e d 

i n C.E. A y r e s , The I n d u s t r i a l Economy, p.109; C.E. A y r e s , " M o r a l 
C o n f u s i o n i n E c onomics," o p . c i t . , p a s s i m ; C.E. A y r e s , "The B a s i s 
o f Economic S t a t e s m a n s h i p , " A m e r i c a n Economic Review 23 ( 1 9 3 3 ) : 
200-216; C.E. A y r e s , "The C l a s s i c a l T r a d i t i o n V e r s u s Economic 
G r o w t h , " o p . c i t . , pp.343-350; C.E. A y r e s , " I n s t i t u t i o n a l i s m and 
Economic D e v e l o p m e n t , " op. c i t . , pp.45-62; C.E. A y r e s , "The T h e o r y 
o f I n s t i t u t i o n a l A d j u s t m e n t , " op . c i t . , pp.125-13 6; C.E. A y r e s , 
" I d e o l o g i c a l R e s p o n s i b i l i t y , " J o u r n a l o f Economic I s s u e s 1 ( 1 9 6 7 ) : 
3-11. 

69. C.E. A y r e s , The I n d u s t r i a l Economy, p.117. 
70. C.E. A y r e s , " C a p i t a l i s m i n R e t r o s p e c t , " S o u t h e r n Economic 

J o u r n a l 9 ( 1 9 4 3 ) : 2 9 3 - 3 0 1 . T h i s a r t i c l e c o n t a i n s a c r i t i q u e o f 
S c h u m p e t e r ' s i d e a s on t h e d y n a m i c s o f c a p i t a l i s m . 

7 1 . C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , p.202. 



p a r t i c u l a r l y t o t h e d i s t r i b u t i o n o f income w h i c h A y r e s saw as 

an i n s t i t u t i o n a l p r o d u c t ; a f u n c t i o n o f economic power, r a t h e r 
72 

t h a n a m a t t e r o f p r o d u c t i v i t i e s . 

C o m p e t i t i o n and M o n opoly. 

A y r e s 1 t r e a t m e n t o f i m p e r f e c t c o m p e t i t i o n and monopoly 

owes a c o n s i d e r a b l e amount t o t h e work o f U e b l e n , a l t h o u g h 

i d e a s t a k e n f r o m B e r l e and Means and o t h e r s a r e used t o m o d i f y 

t h e U e b l e n i a n f r a m e w o r k . I n A y r e s 1 t r e a t m e n t c o m b i n a t i o n and 

l a r g e s c a l e e n t e r p r i s e a r e t h e r e s u l t o f two p r o c e s s e s . F i r s t 

t h e g r e a t e r s c a l e o f e n t e r p r i s e r e q u i r e d by modern t e c h n o l o g y , 

and, s e c o n d , t h e c o m p e t i t i v e s t r u g g l e i t s e l f . 
C o m p e t i t i o n as such i s n o t h i n g more n o r l e s s t h a n 
s t r u g g l e . Each p a r t y t o t h e s t r u g g l e i s a l w a y s 
t r y i n g t o p u t h i s c o m p e t i t o r s o u t o f b u s i n e s s and 
t o a b s o r b t h e i r c u s t o m e r s . Thus c o m p e t i t i o n i s 
i t s e l f t h e h i g h r o a d t o m o n o p o l y . How f a r t h e a b l e r , 
more e f f i c i e n t , o r more r u t h l e s s , c o m p e t i t o r can 
go a l o n g t h i s r o a d depends w h o l l y on t h e m e c h a n i c a l 
means a t h i s d i s p o s a l . Wherever i n t h e i n d u s t r i a l 
w o r l d l a r g e s c a l e m a c h i n e r y has d e v e l o p e d , i t s 
a p p e a r a n c e has been t h e p e r e m p t o r y s i g n a l f o r con
s o l i d a t i o n , y-j 

L i k e U e b l e n , A y r e s saw t h i s p r o c e s s o f c o n s o l i d a t i o n as a 

p r e d a t o r y a f f a i r , w i t h b u s i n e s s m e n s e e k i n g t o " s e i z e t h e 

r e s o u r c e s o f o t h e r b u s i n e s s m e n , " i n o r d e r t o i n c r e a s e t h e i r 

" f i n a n c i a l power." Monopoly, t h e n , i s n o t so much a " p r o b l e m 

o f p r i c e e q u i l i b r i u m , " i t i s a p r o b l e m o f t h e c o n c e n t r a t i o n o f 
74 

power and t h e e x e r c i s e o f t h a t power. The needs o f l a r g e 

s c a l e t e c h n o l o g y had a l s o l e d t o t h e " t e c h n o l o g i z a t i o n " o f t h e 

72. I b i d . , pp.78-82; C.E. A y r e s , The I n d u s t r i a l Economy, 
pp.361-365; C.E. A y r e s , " I n s t i t u t i o n a l i s m and Economic D e v e l o p 
ment," op . c i t . , pp.54-55. 

73. C.E. A y r e s , The P r o b l e m o f Economic O r d e r , p.70. 
74. C.E. A y r e s , The I n d u s t r i a l Economy, pp.388-392. 
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i n s t i t u t i o n o f p r o p e r t y . By t h i s , A y r e s meant t h e s e p a r a t i o n 

" o f t h e f u n c t i o n o f i n d u s t r i a l management and c o n t r o l f r o m 
75 

t h a t o f income d e r i v a t i o n . " P r o p e r t y had come t o be 

" r e g a r d e d as a c l a i m t o r e c e i v e i n c o m e , v i r t u a l l y w i t h o u t any 

r e f e r e n c e a t a l l t o any p h y s i c a l o b j e c t s by w h i c h t h a t income 
7 6 

m i g h t be presumed t o have been e a r n e d . " W h i l e t h i s a l l o w e d 

l a r g e s c a l e and t e c h n i c a l management t o be u n d e r t a k e n by ex

p e r t s , b o t h o f w h i c h c o n t r i b u t e d t o e f f i c i e n c y , t h e c o r p o r a t e 

f o r m a l s o a l l o w e d c o n t r o l o f v a s t c o r p o r a t e e m p i r e s t o be 

h e l d i n v e r y few hands. T h i s l e a d s t o a d i s t i n c t i o n between 
t h e " p a s s i v e income r e c e i v e r s " and t h e "managers o r m a n i p u l -

77 
a t o r s . " 

P a s s i v e income r e c e i v e r s a r e i n t e r e s t e d i n m a i n 
t a i n i n g t h e i r " v e s t e d i n t e r e s t " i n t h e i r i n c o m e s , 
and t h i s o b v i o u s l y c a l l s f o r t h e maximum o f 
b u s i n e s s and s o c i a l s t a b i l i t y ; w h e r e a s , on t h e 
c o n t r a r y , managers a r e i n t e r e s t e d i n b u i l d i n g up 
t h e i r v a r i o u s s p h e r e s o f i n f l u e n c e and c o n t r o l , 
an a m b i t i o n f a v o r e d by u n s e t t l e d c o n d i t i o n s and 
even g e n e r a l d i s t u r b a n c e s , i f t h e y a r e n o t t o o severe.„„ (a 
T h e r e i s , t h e r e f o r e , a c o n s i d e r a b l e d i f f e r e n c e between t h e 

i n t e r n a l o r g a n i s a t i o n o f c o m p a n i e s and t h e r e l a t i o n s h i p s b e t 

ween them. One i s based on e f f i c i e n c y c r i t e r i a and t h e o t h e r 

on p r e d a t o r y c r i t e r i a . 
W i t h i n t h e c o n f i n e s o f e x i s t i n g i n d u s t r i a l u n i t s 
...a h i g h d e g r e e o f t e c h n o l o g i c a l e f f i c i e n c y 
p r e v a i l s . . . But t h e d e g r e e o f t e c h n i c a l e f f i c i e n c y 
t h a t p r e v a i l s w i t h i n o u r p r e s e n t o r g a n i s a t i o n a l 
u n i t s i s i n c o m p a r a b l y g r e a t e r t h a n i s c h a r a c t e r i s t i c 
o f t h e r e l a t i o n s between such u n i t s . As V/eblen 
p o i n t e d o u t , t h e s e l a c u n a e c o n s t i t u t e t h e a r e a i n 
w h i c h t h e game o f maneuver and c h i c a n e c o n t i n u e s 
t o be p l a y e d , as i t was i n a n o t h e r age between 

75. I b i d . , p.395. 
76. I b i d . , p.123. 
77. I b i d . , pp.124-125 
78. I b i d . , p.126. 



f e u d a l l o r d s . 

The p r o b l e m o f monopoly c a n n o t be s o l v e d by a t t e m p t s t o 

r e s t o r e c o m p e t i t i o n . To do so w o u l d r e s u l t i n a l o s s o f t h e 

i n t e r n a l e f f i c i e n c y o f f i r m s , and i n any case w o u l d f a i l t o 

remove t h e i n c e n t i v e f o r m a n i p u l a t i v e a c t i o n . The p e r f e c t l y 

c o m p e t i t i v e s t a t e i s n e i t h e r s t a h ] e n o r c o m p a t i b l e w i t h t h e 
8 0 

r e q u i r e m e n t s o f modern t e c h n o l o g y . A y r e s ' s o l u t i o n was t o 

e x t e n d " t h e p r i n c i p l e s t h a t p r e v a i l w i t h i n b u s i n e s s : " i n o t h e r 

w o r d s , t o a p p l y t h e " p r i n c i p l e s o f e f f i c i e n t o r g a n i z a t i o n " t o 
81 

t h e economy as a w h o l e . 

C o n s p i c u o u s C o n s u m p t i o n . 

A y r e s ' c r i t i q u e o f t h e p r i c e mechanism as a r e g i s t e r o f 

w e l f a r e c a r r i e s w i t h i t t h e i d e a t h a t wants a r e p a r t i a l l y 

d e t e r m i n e d by i n s t i t u t i o n a l o r c e r e m o n i a l c r i t e r i a r a t h e r t h a n 

by i n s t r u m e n t a l c r i t e r i a . A l t h o u g h A y r e s does n o t expand 

g r e a t l y on t h i s t o p i c , he does make r e f e r e n c e t o " c o n s p i c u o u s 

c o n s u m p t i o n " and t h e r o l e o f e m u l a t i o n and " i n v i d i o u s com-
8 2 

p a r i s o n " i n d e t e r m i n i n g w a n t s . For A y r e s , c o n s p i c u o u s c o n 

s u m p t i o n was " w a s t e " and a c t e d as a b a r r i e r t o t e c h n o l o g i c a l 

p r o g r e s s t o w a r d s a s t a t e o f f u t u r e "abundance." 

I n s h o r t , abundance ends where s n o b b e r y b e g i n s . 
79. I b i d . , p.395. 
80. I b i d . , pp.384-387; see a l s o C.E. A y r e s , " F u r t h e r Ex

p l o r a t i o n s i n M o n o p o l i s t i c - C o m p e t i t i v e P r i c e Th e o r y — D i s c u s s i o n , 
A m e r i c a n Economic Review 48, supp. ( 1 9 5 8 ) : 486-488; C.E. A y r e s , 
The P r o b l e m o f Economic O r d e r , pp.57-65. 

8 1 . C.E. A y r e s , The I n d u s t r i a l Economy., p . 3 9 7 . 
82. C.E. A y r e s , Toward a R e a s o n a b l e S o c i e t y , p.239. Most 

A y r e s ' comments on t h i s i s s u e a r e t o be f o u n d i n t h e e a r l y 
H o l i e r Than Thou, see p a r t i c u l a r l y pp.11-73. 
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I s s n o b b e r y l i k e l y t o i n c r e a s e as f a s t as o u r 
c a p a c i t y t o p r o d u c e , o r even f a s t e r ? I f so a l l 
hope o f f u t u r e abundance m i g h t as w e l l be 
a bandoned. However l a r g e , t h e p r o d u c t o f i n d u s t r y 
i s a l w a y s a f i n i t e q u a l i t y , whereas t h e c a p a c i t y 
t o w a ste has no l i m i t , g-j 

A y r e s , however, was o p t i m i s t i c t h a t w i t h t e c h n o l o g i c a l 

p r o g r e s s and a g r e a t e r a v a i l a b i l i t y o f goods t h e i n v i d i o u s and 

e m u l a t i v e a s p e c t t o c o n s u m p t i o n b e h a v i o u r w o u l d d e c l i n e . 

D e p r e s s i o n s and Unemployment. 

A y r e s ' work on d e p r e s s i o n s and unemployment draws h e a v i l y 

on H o b s a n i a n and K e y n e s i a n i d e a s . L i k e Keynes, A y r e s a t t a c k s 

Say's Law and t h e n o t i o n t h a t a g g r e g a t e demand can n e v e r be 
8 5 

d e f i c i e n t . T h i s i s c l e a r l y l i n k e d w i t h A y r e s 1 a r g u m e n t s 

c o n c e r n i n g t h e n a t u r e o f c a p i t a l , as u n d e r Say's Law s a v i n g 

becomes i n v e s t m e n t , and h i g h l e v e l s o f t h r i f t l e a d t o h i g h 

r a t e s o f g r o w t h , j u s t i f y i n g i n e q u a l i t y i n t h e d i s t r i b u t i o n o f 

i n c o m e . A y r e s w h o l e h e a r t e d l y e n d o r s e d Keynes' a r g u m e n t t h a t 
i n c o n t e m p o r a r y c o n d i t i o n s t h e g r o w t h o f w e a l t h , 
so f a r f r o m b e i n g d e p e n d e n t on t h e a b s t i n e n c e o f 
t h e r i c h , as i s commonly sup p o s e d , i s more l i k e l y 
t o be impeded by i t . One o f t h e c h i e f s o c i a l 
j u s t i f i c a t i o n s o f g r e a t i n e q u a l i t y o f w e a l t h i s , 
t h e r e f o r e , removed. 

For A y r e s t h e a c c u m u l a t i o n o f f u n d s was p a r t and p a r c e l 

o f t h e " f i n a n c i a l power s y s t e m " as " t h e p a r t i c i p a n t s , b o t h l a r g e 

83. C.E. A y r e s , Toward a R e a s o n a b l e S o c i e t y , p.239. 
84. I b i d . , p p . 2 4 0 - 2 4 1 . 
85. C.E. A y r e s , t h e I n d u s t r i a l Economy, pp.134-144. See a l s o 

C.E. A y r e s , The D i v i n e R i g h t o f C a p i t a l (Bo'ston, 1 9 4 6 ) , pp.25-30. 
86. C.E. A y r e s , "The I m p a c t o f t h e G r e a t D e p r e s s i o n on 

Economic T h i n k i n g , " A m e r i c a n Economic Review 36, supp. ( 1 9 4 6 ) , 
p.116. The q u o t a t i o n i s t a k e n f r o m O.M. Keynes, The G e n e r a l 
T h e o r y ( L o n d o n , 1 9 7 0 ) , p.373. Keynes does q u a l i f y t h i s s t a t e m e n t 
s l i g h t l y , and f e l t i t a p p l i e d t o i n h e r i t e d w e a l t h r a t h e r t h a n t o 
i n c o m e s . 
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and s m a l l , i n t h e s t r u g g l e Tor economic power w i l l a c c u m u l a t e 
8 7 

a l l t h e y c a n . " T h e r e i s t h u s a c o n s i d e r a b l e i n c e n t i v e f o r 

t h e a c c u m u l a t i o n o f f u n d s , and no r e a s o n why a l l t h e f u n d s so 

a c c u m u l a t e d s h o u l d f i n d t h e i r way i n t o i n v e s t m e n t i n p l a n t 

and e q u i p m e n t . Funds may be h o a r d e d , o r a c c u m u l a t e d i n "unused 

bank r e s e r v e s , " o r t h e y may be used t o p u r c h a s e bonds and 

s h a r e s , r e s u l t i n g s i m p l y i n i n f l a t e d s e c u r i t y p r i c e s . An o u t 

l e t may be s o u g h t by making l o a n s t o f o r e i g n f i r m s o r n a t i o n s , 

b u t t h i s t o o w i l l r e s u l t i n a l e a k a g e f r o m t h e d o m e s t i c 

s p e n d i n g s t r e a m , u n l e s s t h e l o a n s a r e used t o p u r c h a s e d o m e s t i c 
, , 88 o u t p u t s . 

Such d i s c r e p a n c i e s between t h e r a t e o f s a v i n g and r a t e o f 

i n v e s t m e n t r e s u l t i n t h e l e v e l o f n a t i o n a l income f a l l i n g u n t i l 

s a v i n g i s r e d u c e d t o an amount e q u a l t o t h e l e v e l o f i n v e s t -
8 9 

ment. A y r e s , however, c o m p l i c a t e s t h i s p i c t u r e by a r g u i n g 

t h a t i n v e s t m e n t i s a l s o h i g h l y v a r i a b l e and depends p r i n c i p a l l y 

on t h e l e v e l o f e x p e c t e d s a l e s . I n v e s t m e n t , t h e n , t e n d s t o 

i n c r e a s e i n booms when b u s i n e s s m e n a r e o p t i m i s t i c , and f a l l i n 

d e p r e s s i o n s when b u s i n e s s m e n a r e p e s s i m i s t i c . T h i s compounds 
90 

t h e i n s t a b i l i t y o f t h e economy. 
I n a p e r i o d o f a p p a r e n t p r o s p e r i t y and g r o w t h , 
b u s i n e s s m e n l o o k ahead. They a n t i c i p a t e l a r g e r 
s a l e s and b u i l d a c c o r d i n g l y . C o n s e q u e n t l y 
t h e i r p l a n s w i l l r u n ahead o f a c t u a l c u r r e n t 
s a l e s a t any g i v e n moment. Thus t h e s t e a d i l y 
i n c r e a s i n g d i s c r e p a n c y b e t w e e n p r o d u c t i v e 
c a p a c i t y and c u r r e n t s a l e s adds a n o t h e r e l e m e n t 

87. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , p.265; 
C.E. A y r e s , The D i v i n e R i g h t o f C a p i t a l , p.29. 

88. C.E. A y r e s , The I n d u s t r i a l Economy, pp.142-144. 
89. I b i d . , p p . 1 4 9 - 1 5 1 . 
90. I b i d . , pp.153-1 59. T h i s p o i n t i s e m p h a s i s e d more i n 

The D i v i n e R i g h t o f C a p i t a l , pp.33-34. 
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o f i n s t a b i l i t y t o t h a t o f t h e d i s c r e p a n c y between 
s a v i n g and i n v e s t m e n t . ^ 

W h i l e t h i s a r g u m e n t c r e a t e s a d i f f i c u l t y i n t h a t i t com

b i n e s e l e m e n t s o f b o t h o v e r - i n v e s t m e n t and u n d e r - i n v e s t m e n t 

92 

t h e o r i e s , A y r e s a t t e m p t s t o a v o i d t h e p r o b l e m by a r g u i n g 

t h a t i n booms s a v i n g s t e n d t o grow a t a f a s t e r r a t e t h a n i n 

v e s t m e n t 
S i n c e s a v i n g p r e d o m i n a t e s i n l a r g e i n c o m e s , t h e 
c h a n n e l t h r o u g h w h i c h s a v i n g s f l o w can be t r u l y 
i d e n t i f i e d as t h e l a r g e income c h a n n e l ; and s i n c e 
s p e n d i n g p r e d o m i n a t e s i n s m a l l i n c o m e s , t h e 
c h a n n e l t h r o u g h w h i c h mass consumer p u r c h a s i n g 
power f l o w s can be i d e n t i f i e d as t h e s m a l l income 
c h a n n e l . . . A s n a t i o n a l income i n c r e a s e s , s m a l l 
i n c o m e s i n c r e a s e and w i t h them t h e f l o w o f mass 
consumer p u r c h a s i n g power; and, s t i m u l a t e d by t h e 
p r o s p e c t o f s a l e s , i n v e s t m e n t w i l l a l s o i n c r e a s e . 
But l a r g e incomes i n c r e a s e f a s t e r . C o n s e q u e n t l y , 
t h e f l o w o f s a v i n g s w i l l i n c r e a s e f a s t e r t h a n 
i n v e s t m e n t . ^ 

T h i s l i n e o f a r g u m e n t , w i t h i t s H o b s o n i a n f l a v o u r , a l l o w s 

A y r e s t o l o c a t e t h e p r o b l e m o f i n s t a b i l i t y i n t h e s i z e o f t h e 

c o n s u m p t i o n s t r e a m . O b v i o u s l y , i f t h e r e i s i n any case a 

t e n d e n c y t o o v e r - i n v e s t r e l a t i v e t o c o n s u m p t i o n , t h e p r o b l e m 

c a n n o t be p e r m a n e n t l y s o l v e d s o l e l y by a t t e m p t i n g t o f u r t h e r 

i n c r e a s e p u b l i c o r p r i v a t e i n v e s t m e n t . What i s r e q u i r e d i s an 

e n l a r g e m e n t o f "mass consumer p u r c h a s i n g power," t o be a c h i e v e d 

by r e d i s t r i b u t i n g i n c o m e . T h i s p o l i c y w o u l d b o t h r e d u c e 

s a v i n g s , and, by i n c r e a s i n g s a l e s , p r o v i d e t h e i n c e n t i v e f o r 

9 1 . C.E. A y r e s , The I n d u s t r i a l Economy, p.159. 
92. A y r e s a p p e a r s t o be c o m b i n i n g e l e m e n t s f r o m Keynes w i t h 

e l e m e n t s f r o m Hobson. The work u n d e r t a k e n by M o u l t o n and o t h e r s 
a t B r o o k i n g s i s a l s o r e f e r r e d t o by A y r e s . I b i d . , p p . 1 3 5 - 1 4 1 . 
See a l s o C.E. A y r e s , The D i v i n e R i g h t o f C a p i t a l , p.87; and see 
above c h a p t e r 8. 

93. C.E..Ayres, The I n d u s t r i a l Economy, p.159. 
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94 a d d i t i o n a l i n v e s t m e n t . 

A y r e s a l s o f e l t t h a t g o v e r n m e n t d e f i c i t s p e n d i n g o f f e r e d 

no p e r m a n e n t s o l u t i o n , as i t d i d n o t " c o r r e c t t h e b a s i c c o n 

d i t i o n . " Thus, w h i l e A y r e s a l l o w e d t h a t d e f i c i t s p e n d i n g i n 

d e p r e s s i o n s was c e r t a i n l y a " g r e a t s t e p f o r w a r d " he a l s o 

m a i n t a i n e d t h a t i t d i d " n o t go f a r enough" and f a i l e d t o " g e t 
95 

t o t h e b o t t o m o f t h e causes o f c h r o n i c i n s t a b i l i t y . " 

The I n t e r n a t i o n a l Economic O r d e r . For A y r e s t h e p r o b l e m o f i n s t a b i l i t y was an i n t e r n a t i o n a l 

one and a m a j o r cause o f i n t e r n a t i o n a l t e n s i o n , c o l o n i a l i s m , 
9 6 

i m p e r i a l i s m , and war. The p r o b l e m , t h e r e f o r e , c o u l d n o t be 

f u l l y s o l v e d u n t i l i t s i n t e r n a t i o n a l d i m e n s i o n s were u n d e r 

s t o o d . The i n t e r n a t i o n a l d i m e n s i o n o f t h e p r o b l e m stems f r o m 

t h e f a c t t h a t each d e v e l o p e d n a t i o n f a c e s t h e same d e f i c i e n c y 

i n mass c o n s u m p t i o n . Each n a t i o n a t t e m p t s t o r e s o l v e i t s own 

d i f f i c u l t i e s by i n c r e a s i n g i t s e x p o r t s , b u t " s i n c e i t i s i m 

p o s s i b l e f o r t h e ( e x i s t i n g ) w o r l d m a r k e t t o a b s o r b a l l t h e 

e x p o r t s w h i c h a l l t h e i n d u s t r i a l n a t i o n s a r e p r e p a r e d t o dump 
9 7 

a b r o a d t h e e n s u i n g s t r u g g l e i s one o f u n p r e c e d e n t e d v i o l e n c e , " 
9 8 

a t t i m e s r e s u l t i n g i n war. 
" E x p o r t ! " i s t h e c a t e g o r i c a l i m p e r a t i v e o f c a p i t a l i s m 

94. I b i d . , pp.161-165. See a l s o C.E. A y r e s , The T h e o r y o f 
Economic P r o g r e s s , pp.265-282; and C.E. A y r e s , "The T w i l i g h t o f 
t h e P r i c e System," The A n t i o c h Review 3 ( 1 9 4 3 ) : 1 74-181 ; C.E. 
A y r e s , The D i v i n e R i g h t o f C a p i t a l , p.87. 

95. C.E. A y r e s , The I n d u s t r i a l Economy, p p . 2 4 6 - 2 5 1 . 
96. I b i d . , pp.1 66- 1 85. 
97. C.E. A y r e s , "The W e a l t h o f N a t i o n s , " S o u t h w e s t e r n S o c i a l 

S c i e n c e Q u a r t e r l y 21 ( 1 9 4 0 / 4 1 ) : 5. 
98. C.E. A y r e s , "The Economic E s s e n t i a l s t o a L a s t i n g 

Peace," S o u t h w e s t e r n S o c i a l S c i e n c e Q u a r t e r l y 24 ( 1 9 4 3 / 4 4 ) : 68-79. 
See a l s o C.E. A y r e s , The I n d u s t r i a l Economy, pp.166-185. 
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and t h e b a s i c economic cause o f modern mar because 
t h e c h r o n i c d i s e a s e o f c a p i t a l i s m i s o v e r p r o d u c t i o n : 
o v e r p r o d u c t i o n o f goods and o v e r - a c c u m u l a t i o n o f 
c a p i t a l f u n d s . . . Under c a p i t a l i s m more goods a r e 
p r o d u c e d t h a n can be p r o f i t a b l y s o l d and more money 
i s a c c u m u l a t e d t h a n can be p r o f i t a b l y i n v e s t e d . 
C o n s e q u e n t l y each o f t h e c a p i t a l i s t powers has been 
f a c e d w i t h t h e a l t e r n a t i v e e i t h e r o f e f f e c t i n g a 
f u n d a m e n t a l change i n t h e s y s t e m o f d i s t r i b u t i o n 
o f goods and f u n d s o r o f f i n d i n g an " o u t l e t " f o r 
" s u r p l u s " goods and f u n d s . . . ^ 

I n t h i s manner n a t i o n s engage i n " c u t - t h r o a t c o m p e t i t i o n " 

i n v o l v i n g " i m p e r i a l i s m , " c o m p e t i t i v e c u r r e n c y d e p r e c i a t i o n , 

b a r t e r t r a d e , i m p o r t d u t i e s , and e x p o r t b o u n t i e s . A l t h o u g h 

A y r e s d e s i r e d t o see t h e r e m o v a l o f c o n s t r a i n t s on t r a d e he 

a l s o a r g u e d t h a t i n t e r n a t i o n a l t r a d e a l o n e "however g e n e r a l 

and f r e e , o f f e r s no p o s s i b i l i t y o f a g e n e r a l s o l u t i o n . " T h i s 

i s so because "two n a t i o n s b o t h o f w h i c h a r e s u f f e r i n g f r o m 

i n d u s t r i a l o v e r - e x p a n s i o n can s c a r c e l y e x p e c t t o s o l v e t h e i r 

p r o b l e m s by t r a d i n g w i t h each o t h e r . 

M u t u a l l y d e s t r u c t i v e c o m p e t i t i o n between n a t i o n s 
can be a r r e s t e d o n l y when t h e r e m o v a l o f such 
" u n n a t u r a l r e s t r a i n t s " as i m p o r t d u t i e s and e x p o r t 
b o u n t i e s has been f o l l o w e d by p o s i t i v e c o n t r o l 
m easures b e g i n n i n g w i t h i n t e r n a t i o n a l c u r r e n c y 
c o n t r o l . T h i s w o u l d mean i n e f f e c t a w o r l d economic 
s o v e r e i g n t y , and even t h e n t h e I n t e r n a t i o n a l Com
merce Commission wo u l d f a c e t h e p r o b l e m o f how 
t o u t i l i z e w o r l d i n d u s t r i a l c a p a c i t y . ̂ ^ 

T h i s l a t t e r p r o b l e m can o n l y be s o l v e d by e x p a n d i n g mass 

consumer p u r c h a s i n g power i n each c o u n t r y . A y r e s s u g g e s t s t h a t 

t h i s c o u l d be done by each n a t i o n i n d i v i d u a l l y o r by a " w o r l d 

99. C.E. A y r e s , "The Economic E s s e n t i a l s t o a L a s t i n g 
Peace," op . c i t . , p.73. 

100. C.E. A y r e s , "The W e a l t h o f Nations,,,", op . c i t . , .p.p.. 5.-7; 
C.E. A y r e s , " T o t a l i t a r i a n E c o n o m i c s , " S o u t h w e s t e r n S o c i a l S c i e n c e 
Q u a r t e r l y 22 ( 1 9 4 1 ) : 107-115. 

101 . C.E. A y r e s , "The W e a l t h o f N a t i o n s , " op. c i t . , p.6; 
C.E. A y r e s , The I n d u s t r i a l Economy, pp.166-185. 



economic a u t h o r i t y , " b u t he was c o n v i n c e d t h a t i t was w i t h i n 

t h e power o f i n d i v i d u a l n a t i o n s . 

Perhaps a f t e r a l l t h e r e a l a l t e r n a t i v e i s n o t 
b e t w e e n n a t i o n a l i s m and i n t e r n a t i o n a l i s m b u t 
b e t w e e n t h e c o n q u e s t o f m a r k e t s and t h e c o n q u e s t 
o f p o v e r t y . For each t h e n a t i o n a l g o v e r n m e n t 
i s t h e a p p r o p r i a t e and i n d e e d i n e v i t a b l e v e h i c l e . 
As a v e h i c l e f o r t h e c o n q u e s t o f m a r k e t s i t 
becomes an i n s t r u m e n t o f w o r l d war. I t becomes 
an i n s t r u m e n t o f peace and g e n e r a l f r e e t r a d e 
o n l y when i t i s used t o p r o m o t e i n t e r n a l p r o s 
p e r i t y , t h e w e a l t h o f t h e n a t i o n a l c o m m u n i t y . ̂ ^ 

W P l a n n i n g and t h e P r o s p e c t o f I n d u s t r i a l S o c i e t y . 

From t h e above i t i s c l e a r t h a t A y r e s f e l t t h a t economic 

p r o g r e s s was b e i n g i n h i b i t e d . The economic s y s t e m i s o r g a n i s e d 

i n such a way t h a t i t l e a d s t o a s t r u g g l e f o r f i n a n c i a l power 

and monopoly, and a h i g h l y u n e q u a l d i s t r i b u t i o n o f income w h i c h 

r e s u l t s i n i n s u f f i c i e n t c o n s u m p t i o n , d e p r e s s i o n , and i n t e r 

n a t i o n a l c o n f l i c t . The s y s t e m f a i l s t o keep t h e l e v e l o f con

s u m p t i o n up t o t h e l e v e l t h a t i s r e q u i r e d f o r t e c h n i c a l ad-

1 03 

v a n c e . The i n s t i t u t i o n a l s y s t e m , t h e r e f o r e , r e q u i r e s ad

j u s t m e n t as i t i s n o t i n s t r u m e n t a l l y e f f i c i e n t . O r t h o d o x 

e c o n o m i c s , w i t h i t s c o n f u s i o n between c a p i t a l f u n d s and c a p i t a l 

e q u i p m e n t , and i t s j u s t i f i c a t i o n o f i n e q u a l i t y , i s a l s o seen 
I n , • , 104 

by A y r e s as a m a j o r b a r r i e r t o p r o g r e s s . 

I n o r d e r t o overcome t h e i n s t i t u t i o n a l s h o r t c o m i n g s o f 

c a p i t a l i s m A y r e s i n s i s t e d t h a t a s y s t e m o f " p l a n n i n g " was 

r e q u i r e d . However, i t must be n o t e d t h a t A y r e s d i d n o t ad-
102. C.E. A y r e s , "The W e a l t h o f N a t i o n s , " op . c i t . , p.9. 
103. C.E. A y r e s , The I n d u s t r i a l Economy, p.195; C.E. A y r e s , 

The T h e o r y o f Economic P r o g r e s s , p.262. 
104. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , pp.262-

266; C.E. A y r e s , "The P r i n c i p l e s o f Economic S t r a t e g y , " S o u t h e r n 
Economic J o u r n a l 5 ( 1 9 3 9 ) : 468-469. 
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v/ocate t h e r e g u l a t i o n o f p r o d u c t i o n , and l i m i t e d h i s p r o 

p o s a l s t o t h e r e d i s t r i b u t i o n o f income and t h e m a i n t e n a n c e 

o f c o n s u m p t i o n . To a c h i e v e t h e s e g o a l s A y r e s a r g u e d t h a t a 

s o c i a l s e c u r i t y s y s t e m , i n c l u d i n g a g u a r a n t e e d i n c o m e , and a 

p u b l i c w orks programme s h o u l d be i n s t i t u t e d . These wou l d be 
105 

f i n a n c e d by p r o g r e s s i v e income t a x e s and c a p i t a l g a i n s t a x . 

A y r e s 1 v e r s i o n o f " p l a n n i n g " b e a r s no c o m p a r i s o n w i t h M i t c h e l l ' s 

o r T u g w e l l 1 s . 

These " i n s t i t u t i o n a l a d j u s t m e n t s " w o u l d r e s u l t i n what 

A y r e s c a l l e d a s y s t e m o f " l i m i t e d c a p i t a l i s m . " A y r e s d i d n o t 

f e e l t h a t h i s p r o p o s a l s w o u l d weaken i n c e n t i v e s o r economic 

g r o w t h . As h i s g u a r a n t e e d income scheme i n v o l v e d a payment 

w h i c h w o u l d n o t d e c l i n e w i t h e a r n i n g s , and income t a x e s w o u l d 

a p p l y e v e n l y t o a l l l i n e s o f b u s i n e s s , A y r e s a r g u e d t h a t 

n e i t h e r p r o p o s a l would " d i s c o u r a g e anybody f r o m d o i n g as w e l l 

as he c o u l d f o r h i m s e l f i n any l i n e o f b u s i n e s s . " More i m 

p o r t a n t l y , economic g r o w t h w o u l d be e n c o u r a g e d r a t h e r t h a n 

h i n d e r e d by t h e e n s u i n g s t a b i l i t y and h i g h l e v e l s o f c o n s u m p t i o n 

105. C.E. A y r e s , The I n d u s t r i a l Economy, pp.186-295; C.E. 
A y r e s , " T w i n Bases For A L i m i t e d C a p i t a l i s m , " A n t i o c h Review 6 
( 1 9 4 6 ) : 1 7 - 3 1 ; C.E. A y r e s , "The New Ec o n o m i c s , " S o u t h w e s t Review 
33 ( 1 9 4 8 ) : 223-232; C.E. A y r e s , " G u a r a n t e e d Income: An I n s t i t u -
t i o n a l i s t View," i n The G u a r a n t e e d Income, ed., R. T h e o b a l d (New 
Yo r k , 1 9 6 6 ) , pp.161-174. I t has been s u g g e s t e d t h a t A y r e s 
d e s i r e d t h e abandonment o f t h e m a r k e t s y s t e m b u t t h i s does n o t 
a p p e a r t o be j u s t i f i e d by A y r e s ' own w r i t i n g s . See D.D. M a r t i n , 
"Beyond C a p i t a l i s m : A Role f o r M a r k e t s ? , " J o u r n a l o f Economic 
I s s u e s 8 ( 1 9 7 4 ) : 771-784; Pham Chung, " C l a r e n c e E. A y r e s on t h e 
M a r k e t System: A N o t e , " J o u r n a l o f Economic I s s u e s 10 ( 1 9 7 6 ) : 688-
694; Pham Chung, " C l a r e n c e E. A y r e s and t h e S o c i a l i s t P l a n n i n g 
D e b a t e , " J o u r n a l o f Economic I s s u e s 12 ( 1 9 7 8 ) : 115-123; D.A. 
W a l k e r , "The Economic P o l i c y P r o p o s a l s o f C l a r e n c e A y r e s , " 
S o u t h e r n Economic J o u r n a l 44 ( 1 9 7 8 ) : 616-628. 



106 demand. I n d e e d , c o n t i n u e d economic g r o w t h depended on t h e 

a c c e p t a n c e o f " p l a n n i n g , " 

t h e c i t i z e n s o f i n d u s t r i a l s o c i e t y must consume 
more a b u n d a n t l y n o t because i t i s t h e i r r i g h t t o 
do so and n o t because j u s t i c e o r e q u a l i t y o r any 
s i m i l a r s h i b b o l e t h i s a v a l i d g u i d e t o economic 
w e l f a r e , b u t because i f t h e y do n o t i n d u s t r i a l 
s o c i e t y w i l l c o l l a p s e . I t i s t h e r e a l i z a t i o n o f 
t h i s t r u t h by t h e whole c o m m u n i t y o f c o n s u m i n g 
c i t i z e n s w h i c h has g i v e n r i s e t o t h e mo v eme111 u f 
w h i c h an i n t e l l i g e n t l y p l a n n e d economy w i l l be 
t h e e v e n t u a l outcome.^ 

T h i s r e a l i s a t i o n o f t h e need f o r " p l a n n i n g " and t h e use 

o f i n s t r u m e n t a l r a t h e r t h a n c e r e m o n i a l c r i t e r i a o f j u d g e m e n t 

a p p e a r s t o be a t e c h n o l o g i c a l p r o d u c t i t s e l f . T h i s b r i n g s up 

t h e more d e t e r m i n i s t i c e l e m e n t i n A y r e s ' t h i n k i n g w h i c h i s 

most e v i d e n t i n h i s w r i t i n g s on t h e " c u l t u r a l i n c i d e n c e o f t h e 

m a chine p r o c e s s . " T e c h n o l o g i c a l p r o g r e s s t e n d e d , i n A y r e s ' 
108 

v i e w , t o " d e - i n s t i t u t i o n a l i z e " s o c i e t y , and t o l e a d t o t h e 

a c c e p t a n c e o f " o r g a n i z a t i o n a l d e v i c e s . " An i n s t r u m e n t a l l y 

e f f i c i e n t o r g a n i s a t i o n was n o t an i n s t i t u t i o n as A y r e s d e f i n e d 

i t , as i n s t i t u t i o n s were based on c e r e m o n i a l i s m and n o t on 
P J ?. . 109 e r r l c i e n c y . 

An i n d u s t r i a l economy r e q u i r e s t h e use o f i n s t r u m e n t a l 

c r i t e r i a , i t r e d u c e s t h e r o l e o f s t a t u s and r a n k , i n c r e a s e s t h e 

r o l e o f s c i e n t i f i c k n o w l e d g e and t e c h n i c a l a b i l i t y , and r e q u i r e s 

106. C.E. A y r e s , The I n d u s t r i a l Economy, pp.218-223, 264-
269. 

107. C.E. A y r e s , "The S i g n i f i c a n c e o f Economic P l a n n i n g , " 
i n S. E l d r i d g e and A s s o c i a t e s , The D e v e l o p m e n t o f C o l l e c t i v e 
E n t e r p r i s e ( L a w r e n c e , 1 9 4 3 ) , p.480. 

108. C.E. A y r e s , "The T h e o r y o f I n s t i t u t i o n a l A d j u s t m e n t , " 
i n C.C. Thompson, ed., I n s t i t u t i o n a l Ad j u s t m o n t , p..8. 

109. C.E. A y r e s , The T h e o r y o f Economic P r o g r e s s , pp.186-
188; C.E. A y r e s , "The T h e o r y o f I n s t i t u t i o n a l A d j u s t m e n t , " i n 
C.C. Thompson, ed.. I n s t i t u t i o n a l A d j u s t m e n t , pp.8-17. 



a h i g h g e n e r a l l e v e l o f e d u c a t i o n . Because o f t h i s 

Modern c i v i l i z a t i o n has been u n d e r g o i n g de
i n s t i t u t i o n a l i z a t i o n t h r o u g h o u t modern t i m e s . 
The p r o c e s s has o f c o u r s e been a r e l a t i v e l y 
g r a d u a l one and w h o l l y u n i n t e n d e d , s i n c e i t 
has been a f u n c t i o n o f t e c h n o l o g i c a l p r o g r e s s 
and t h e g r o w t h o f n a t u r a l k n o w l e d g e . N e i t h e r 
t e c h n o l o g i c a l i n v e n t i o n n o r s c i e n t i f i c d i s 
c o v e r y has been m o t i v a t e d by i d e o l o g i c a l 
d i s a f f e c t i o n . And y e t t h e n e t e f f e c t o v e r t h e 
p a s t f i v e c e n t u r i e s o r so has been t h e v i r 
t u a l l y t o t a l d e m y t h o l o g i z a t i o n o f W e s t e r n 
c u l t u r e , 

I t i s , p r e s u m a b l y , because A y r e s f e l t t h a t t e c h n i c a l ad

vance would b r i n g w i t h i t an i n s t r u m e n t a l i s t way o f t h i n k i n g 

t h a t h i s i d e a o f p l a n n i n g d i d n o t i n c l u d e t h e r e g u l a t i o n o f 

c o r p o r a t e c o m p e t i t i o n o r o f c o n s u m p t i o n . M y t h o l o g y w o u l d be 

r e p l a c e d by p r a g m a t i s m , and i n s t i t u t i o n s by o r g a n i s a t i o n a l 

d e v i c e s . T h r o u g h p r a g m a t i c a d j u s t m e n t t o t e c h n i c a l advance 

A y r e s saw t h e p o s s i b i l i t y o f s t a b i l i t y , a b u n d a n c e , peace, sec-
1 1 1 

u r i t y , f r e e d o m , e q u a l i t y , and e x c e l l e n c e . 

M l A y r e s and I n s t i t u t i o n a l i s e ! . 

S e v e r a l a u t h o r s have c l a s s i f i e d A y r e s as a " n e o - i n s t i t u t i o n 

a l i s t " a l t h o u g h t h e g r o u n d s f o r d o i n g so a r e a r g u a b l e . Marc 

T o o l u t i l i s e d t h e t e r m i n 1953 i n a d o c t o r a l t h e s i s c o n c e r n i n g 
11 2 

V e b l e n , Dewey, and A y r e s , and seems t o d e f i n e i t as t h e 

c o m b i n a t i o n o f i n s t i t u t i o n a l i s m and i n s t r u m e n t a l i s m . However, 

as v i r t u a l l y a l l i n s t i t u t i o n a l i s t s were i n f l u e n c e d by Dewey's 
110. C.E. A y r e s , "The T h e o r y o f I n s t i t u t i o n a l A d j u s t m e n t , " 

op . c i t . , pp . 8-9. 
1 1 1 . I b i d . , pp.16-17; C.E. A y r e s , Toward a R e a s o n a b l e 

S o c i e t y , pp.171-263; C.E. A y r e s , The I n d u s t r i a l Economy, pp.400-
420; C.E. A y r e s , "Freedom Means P l a n n i n g , " New L e a d e r , 4 J a n u a r y 
1947, pp.3, 17. 

112. Marc T o o l , " Neo-1 n s t i t u t i o n a l i s m : V/eblen, Dewey, and 
A y r e s , " (Ph.D. d i s s . , O n i v e r s i t y o f C o l o r a d o , 1 9 5 3 ) . 



3 79, 

i n s t r u m e n t a l i s m t h e t e r m l o s e s any p r e c i s e m e a n i n g , u n l e s s by 
1 1 3 

i n s t i t u t i o n a l i s m i s meant o n l y V/eblen's v e r s i o n o f i t . I t 

may, t h e r e f o r e , be more a c c u r a t e t o c a l l A y r e s a n e o - l i e b l e n i a n , 

b u t t h e t e r m n e o - i n s t i t u t i o n a l i s t a p p e a r s t o have s t u c k , and 

i s used f r e q u e n t l y i n t h e l i t e r a t u r e t o r e f e r t o A y r e s and h i s 
114 

i m m e d i a t e f o l l o w e r s . 

A l l a n Gruchy has a l s o u t i l i s e d t h e t e r m n e o - i n s t i t u t i o n a l i s m 

b u t d e f i n e s i t i n a d i f f e r e n t way. For Gruchy n e o - i n s t i t u t i o n 

a l i s m i n v o l v e s "no d i s a v o w a l o f s t a n d a r d economic t h e o r y , " a t 

l e a s t as f a r as i t goes; a somewhat l e s s d e t e r m i n i s t i c v i e w o f 

t h e r o l e o f t e c h n o l o g y t h a n U e b l e n had; and a c o n c e r n w i t h t h e 
115 

" c u r r e n t e r a o f p o s t - m a s s c o n s u m p t i o n s o c i e t y . " Gruchy 

i n c l u d e s A y r e s , G a l b r a i t h , M y r d a l and Colm i n t h i s c a t e g o r y , 

a l t h o u g h i t must be d o u b t f u l i f A y r e s f i t s any o f t h e c r i t e r i a . 

N e xt t o Weblen, A y r e s was t h e most c r i t i c a l o f o r t h o d o x t h e o r y , 

and he p l a c e d an e x t r e m e l y heavy emphasis on t h e r o l e o f t e c h 

n o l o g y . I t i s a l s o u n c l e a r i f A y r e s can be t h o u g h t o f as b e i n g 
116 

c o n c e r n e d w i t h " p ost-mass c o n s u m p t i o n s o c i e t y . " 

The t e r m n e o - i n s t i t u t i o n a l i s m does, however, a p p e a r t o be 

t h e p r e s e r v e o f what has been c a l l e d t h e " \ 1 e b l e n - A y r e s " w i n g 

o f t h e i n s t i t u t i o n a l i s t movement. T h i s g r o u p has been d e f i n e d .113. L. J u n k e r has commented on t h i s d e s p i t e t h e f a c t t h a t 
he uses t h e t e r m h i m s e l f . L. J u n k e r , "The T h e o r e t i c a l F o u n d a t i o n s 
o f N e o - I n s t i t u t i o n a l i s m , " The A m e r i c a n J o u r n a l o'f Economics and 
S o c i o l o g y 17 ( 1 9 6 8 ) : 198 n . 1 . 

114. I b i d . , and M. T o o l , "A S o c i a l V a l u e T h e o r y i n Neo-
I n s t i t u t i o n a l E c o n omics," J o u r n a l o f Economic I s s u e s 11 ( 1 9 7 7 ) : 
823-846, a r e two e x a m p l e s . 

115. A. Gruchy, C o n t e m p o r a r y Economic T h o u g h t , pp.15-18. 
116. A.W. C o a t s , " C l a r e n c e A y r e s 1 P l a c e i n t h e H i s t o r y o f 

A m e r i c a n E c o n o m i c s , " o p . c i t . , pp.24-25, 42-43; A.W. C o a t s , 
"Review, o f A. G r u c h y ' s C o n t e m p o r a r y Economic T h o u g h t , " J o u r n a l o f 
Economic I s s u e s 8 ( 19 7 4 ) : 598. 



380, 

as c o n s i s t i n g o f t h o s e who a c c e p t t h e d i s t i n c t i o n between 

t e c h n o l o g y and i n s t i t u t i o n s , v i e w economic d e v e l o p m e n t as a 

m a t t e r o f t h e p r o g r e s s i v e n e s s o f t e c h n i c a l change as a g a i n s t 

t h e i n e r t i a o f i n s t i t u t i o n s , a d o p t a d e g r e e o f t e c h n o l o g i c a l 

d e t e r m i n i s m , and u t i l i s e " i n s t r u m e n t a l e f f i c i e n c y " as t h e 
117 

c r i t e r i o n f o r s e l e c t i n g i n s t i t u t i o n a l a d j u s t m e n t s . B e s i d e s 
l/eblen and A y r e s , J.K. G a l b r a i t h and R. S o l o have been p l a c e d 

118 
i n t h i s g r o u p , and i t may be p o s s i b l e t o i n c l u d e J. Gambs, 
A. Gruchy, and, t o some e x t e n t , R.G. T u g w e l l . 

The i d e a s o f t h e U e b l e n - A y r e s g r o u p have drawn f i r e f r o m 
1 1 9 

Warren Samuels, a member o f t h e Commons-Witte g r o u p o f i n -

s t i t u t i o n a l i s t s . Samuels f e e l s t h a t a h a r d and f a s t d i s t i n c t i o n 

b e t w e e n t h e t e c h n i c a l and t h e i n s t i t u t i o n a l i s i m p o s s i b l e t o 

draw, t h a t t h e n o r m a t i v e e l e m e n t s i n v o l v e d i n d e f i n i n g t e c h 

n o l o g y as " p r o g r e s s i v e " combined w i t h t h e d i f f i c u l t y o f d e f i n i n g 

t e c h n o l o g y means t h a t t h e r e i s a " s e l e c t i v e i d e n t i f i c a t i o n " o f 

what i s t e c h n o l o g i c a l and hence p r o g r e s s i v e , and what i s i n 

s t i t u t i o n a l and hence r e g r e s s i v e . Samuels a l s o f i n d s t h e h i g h 

d e g r e e o f d e t e r m i n i s m o b j e c t i o n a b l e and a r g u e s t h a t such f a c t o r s 

as c h o i c e , human o b j e c t i v e s , and power s t r u c t u r e s , a l s o a f f e c t 

s o c i a l and economic o u t c o m e s . A l l i n a l l , Samuels f i n d s t h e 

p r o c e s s o f s o c i a l and economic change t o be much more complex 

and i n t e r r e l a t e d t h a n t h e s i m p l e t e c h n o l o g y / i n s t i t u t i o n s d i c h o t o m y 

w o u l d s u g g e s t . 

117. W.3. Samuels, " T e c h n o l o g y V i s a V i s I n s t i t u t i o n s i n t h e 
DEI," J o u r n a l o f Economic I s s u e s 11 ( 1 9 7 7 ) : 871-874. 

118. I b i d . , p . 8 7 1 . 
119. I b i d . , pp.875-882. 
120. I b i d . , pp.875-882. Some o f t h e d i f f e r e n c e s b e t w e e n 

t h e two g r o u p s a r e a m a t t e r o f d i f f e r e n t d e f i n i t i o n s o f 
i n s t i t u t i o n s , b u t even so t h e r e i s a r e a l d i f f e r e n c e o f p e r s p e c t i v e . 



On t h e o t h e r hand, a number o f c r i t i c s hav/e a r g u e d i n 

f a v o u r o f more work b e i n g c a r r i e d o u t a l o n g t h e l e v / e l s o f t h e 
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V e b l e n - A y r e s a n a l y s i s . Gruchy has gone so f a r as t o a r g u e 

t h a t w r i t e r s such as W i t t e and Samuels a r e " d e v i a n t i n s t i t u t i o n -

a l i s t s , " and t h a t t h e f u t u r e o f i n s t i t u t i o n a l i s m l i e s w i t h t h e 

" m a i n s t r e a m " i n s t i t u t i o n a l i s t t r a d i t i o n , w h i c h r u n s f r o m V e b l e n 
122 

t o w r i t e r s such as A y r e s and G a l b r a i t h . 

Whether t h e y a r e t o be c a l l e d n e o - i n s t i t u t i o n a l i s t s o r 

s i m p l y t h e more r e c e n t members o f t h e V e b l e n - A y r e s g r o u p , i t 

i s c l e a r t h a t t h e V e b l e n - A y r e s t r a d i t i o n c o n t i n u e s i n t h e 

w r i t i n g s o f a number o f men, many o f them p u p i l s o f A y r e s . 

Among t h e s e w r i t e r s a r e D a v i d H a m i l t o n , W e n d e l l Gordon, L o u i s 

J u n k e r , J. Fagg F o s t e r , Thomas de G r e g o r i , and Marc T o o l , most 

o f whom have been w e l l r e p r e s e n t e d i n t h e pages o f t h e J o u r n a l 

o f Economic I s s u e s . As many o f t h e s e men were, o r s t i l l a r e , 

l o c a t e d i n t h e s o u t h w e s t e r n U n i t e d S t a t e s and a r e i n c l o s e 

t o u c h w i t h each o t h e r , t h e y have been c h r i s t e n e d t h e " C a c t u s 
123 

League o f D i s s e n t i n g E c o n o m i s t s " by J. Gambs. 
T h e i r m a j o r a r e a s o f i n t e r e s t a r e w i t h c o n s u m p t i o n , p o v e r t y 

Those i n t h e Commons' t r a d i t i o n a r e l e s s d e t e r m i n i s t i c , p l a c e more 
emphasis on c h o i c e , and v i e w i n s t i t u t i o n s as more f l e x i b l e and 
as a p o t e n t i a l s o u r c e o f a d j u s t m e n t . T e c h n o l o g y i s much l e s s 
s t r e s s e d . 

1 2 1 . See p a r t i c u l a r l y A. G r u c h y , " I n s t i t u t i o n a l E c o n o m i c s : 
I t s D e v e l o p m e n t and P r o s p e c t s , " o p . c i t . , pp.12-23; J. Gambs, 
"What Next f o r t h e A s s o c i a t i o n o f E v o l u t i o n a r y E c o n o m i c s , " J o u r n a l 
o f Economic I s s u e s 3 ( 1 9 6 8 ) : 69-80; B. Ranson, "The A l t e r n a t i v e 
P a t h s t o T h e o r y o f C l a r k and A y r e s , " J o u r n a l o f Economic I s s u e s 9 
( 1 9 7 7 ) : 461-467. 

122. A. G r u c h y , " I n s t i t u t i o n a l E c o n o m i c s : I t s D e v e l o p m e n t 
and P r o s p e c t s , " op. c i t . , pp.24-25. See a l s o A. G r u c h y , " I n 
s t i t u t i o n a l E c o n o m i c s : I t s I n f l u e n c e and P r o s p e c t s , o p . c i t . , 
p p . 2 7 1 - 2 8 1 . 

123. J. Gambs, o p . c i t . , p.76. 



382. 

and u n d e r d e v elopme n t , b u t i t 

has c l a i m e d , t h a t t h e y do n o t 
1 24 

t h e o r y . Ay r e s ' v i eujs on t 

i n s t r u m e n t a l i s m , a r e c l e a r l y 

most o b v i o u s i n t h a t o f F o s t e 

here m i l l be g i v e n t o H a m i l t o 

1 25 

D a v i d H a m i l t o n ' s work, l i k e A y r e s , i s f i r m l y based on t h e 

d i s t i n c t i o n b e t w e e n t h e t e c h n i c a l and t h e i n s t i t u t i o n a l . 

W e s t e r n S o c i e t y has two o u t s t a n d i n g f e a t u r e s , t e c h 
n o l o g i c a l advance and b u s i n e s s . The m a r k e t o r t h e 
b u s i n e s s a s p e c t o f t h a t c u l t u r e , can a t b e s t p e r m i t 
t h i s t e c h n o l o g i c a l p r o g r e s s and a t i t s w o r s t may 
i n h i b i t i t . I n o t h e r words t h e m a r k e t may d e t e r t h e 
a c h i e v e m e n t o f maximum human welfare..„ 

I 2 6 

H a m i l t o n v i e w s t e c h n o l o g y as t h e dynamic f a c t o r and i d e n t i f i e s 

t e c h n o l o g i c a l advance w i t h t h e " l i f e p r o c e s s . " As w i t h A y r e s , 

H a m i l t o n a r g u e s t h a t v a l u e s can o n l y be d e f i n e d i n s t r u m e n t a l l y , 
1 27 

and c r i t i c i s e s t h e use o f i n s t i t u t i o n a l o r c e r e m o n i a l c r i t e r i a . 

H a m i l t o n u t i l i s e s h i s i n s t r u m e n t a l i s m t o d e v e l o p a c r i t i q u e o f 

c o n s u m p t i o n based on c o n s i d e r a t i o n s o f s t a t u s o r r a n k , and t h e 
12 8 

p r e v a i l i n g i n e q u a l i t i e s i n t h e d i s t r i b u t i o n o f i n c o m e . 

On t h e f i r s t i s s u e , H a m i l t o n makes c o n s i d e r a b l e use o f 

l / e b l e n ' s T h e o r y o f t h e L e i s u r e C l a s s and M i t c h e l l ' s Backward 
124. A.W. C o a t s , " C l a r e n c e A y r e s ' P l a c e i n t h e H i s t o r y o f 

A m e r i c a n E c o n o m i c s , " op . c i t . , pp.42-43. 
125. Marc T o o l , "A S o c i a l V a l u e T h e o r y i n l\leo-I n s t i t u t i o n a l 

E c o nomics," op . c i t . , pp.823-846. 
126. D a v i d H a m i l t o n , E v o l u t i o n a r y Economics ( A l b u q u e r q u e , 

1 9 7 4 ) , p.123. 
127. I b i d . , pp.113-123; D. H a m i l t o n , "What has E v o l u t i o n a r y 

Economics t o C o n t r i b u t e t o C o n s u m p t i o n T h e o r y ? , " J o u r n a l o f 
Economic I s s u e s 7 ( 1 9 7 3 ) : 197-207; D. Hamilton., "Why i s I n s t i t u t i o n 
a l Economics Not I n s t i t u t i o n a l ? , " pp . c i t . , pp.309-317. 

128. D. H a m i l t o n , The Consumer I n Our Economy ( B o s t o n , 1 9 6 2 ) : 
63-92, 389-450. 



A r t o f S p e n d i n g Money t h e r e b y e x t e n d i n g A y r e s ' c r i t i c i s m o f 
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p r i c e as a measure o f w e l f a r e . On t h e l a t t e r p o i n t 

H a m i l t o n f o l l o w s A y r e s ' u n d e r c o n s u m p t i o n i s r n and c o n c l u d e s 

t h a t t h e " u n d e r w r i t i n g o f c o n s u m p t i o n i s e s s e n t i a l t o con-
,. , . ,,130 

t i n u e d economic p r o g r e s s . " 

L. J u n k e r a l s o i d e n t i f i e s p r o g r e s s w i t h t h e " t e c h n o l o g i c a l 

s c i e n t i f i c p r o c e s s , " and u t i l i s e s an i n s t r u m e n t a l t h e o r y o f 

v a l u e . L i k e A y r e s , J u n k e r sees o r t h o d o x p r i c e t h e o r y as " t r a n s 
1 3 1 

c e n d e n t a l " and " m e t a p h y s i c a l . " One o f J u n k e r ' s main a r e a s 

o f i n t e r e s t i s w i t h t h e d e v e l o p m e n t p r o c e s s i n t h e l e s s dev

e l o p e d n a t i o n s , and he a r g u e s t h a t i t i s t e c h n o l o g y and n o t 

t h e a c c u m u l a t i o n o f f u n d s t h a t i s t h e dynamic e l e m e n t i n dev

e l o p m e n t . What p r e v e n t s d e v e l o p m e n t i s n o t l a c k o f f u n d s b u t 

i n s t i t u t i o n a l l i m i t a t i o n s . 
The r e a l d i f f i c u l t y i n t r y i n g t o b r e a k t h e l o w l e v e l 
e q u i l i b r i u m t r a p i s n o t s a v i n g s as t r a d i t i o n a l l y 
d e f i n e d b u t l i e s i n t h e l a c k o f t e c h n o l o g y and i n 
t h e power o f t r a d i t i o n and v e s t e d r i g h t s i n d e v e l o p 
i n g a r e a s , and t h e i n f l e x i b i l i t y o f t h e i n s t i t u t i o n s 
by w h i c h i n t e r n a t i o n a l a c c e s s i b i l i t y i s d e t e r m i n e d . ^ 2 

J u n k e r a r g u e s t h a t i n c r e a s e d s a v i n g i s a r e s u l t r a t h e r t h a n a 

cause o f d e v e l o p m e n t , and t h a t t h e a t t e m p t t o i n c r e a s e s a v i n g 

may r e d u c e t h e r a t e o f g r o w t h by r e d u c i n g t h e l e v e l o f con-
1 3^ 

s u m p t i o n demand. T h e r e i s some c o n f u s i o n i n J u n k e r ' s work 

as i t i s f r e q u e n t l y u n c l e a r i f he i s a r g u i n g t h a t s a v i n g s , 
129. I b i d . , pp.63-92. 
130. I b i d . , p.419. 
1 3 1 . L. J u n k e r , "The T h e o r e t i c a l F o u n d a t i o n s o f l\leo-

I n s t i t u t i o n a l i s m , " op . c i t . , pp.197-213. 
132. L. J u n k e r , " C a p i t a l A c c u m u l a t i o n , S a v i n g s C e n t e r e d 

T h e o r y and Economic D e v e l o p m e n t , " J o u r n a l o f Economic I s s u e s 1 
( 1 9 6 7 ) : 25-43. 

133. I b i d . , pp.30-32, 4 1 . 
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w h i l e n e c e s s a r y , a r e n o t s u f f i c i e n t , o r i f he i s a r g u i n g t h a t 
1 34 

t h e y a r e q u i t e u n n e c e s s a r y . T h i s p r o b l e m i s a l s o e v i d e n t 

i n t h e work o f De G r e g o r i , Gordon, and S t r e e t . 

De G r e g o r i a c c e p t s t h a t t h e d i s t i n c t i o n b etween t h e 

t e c h n i c a l and c e r e m o n i a l i s " u s e f u l f o r i n t e r p r e t i n g l a r g e 

s c a l e h i s t o r i c a l change," b u t f e e l s t h a t i t has a " l a c k o f 
135 

s p e c i f i c i t y i n d e l i n e a t i n g and d e f i n i n g " p r o b l e m s . De 

G r e g o r i a r g u e s t h a t what i s r e q u i r e d i s t o v i e w t e c h n o l o g y as 

" p r o b l e m s o l v i n g , " w h i c h a l l o w s t h e d i s t i n c t i o n between t h e 

t e c h n o l o g i c a l o r i n s t r u m e n t a l and t h e c e r e m o n i a l t o be d e f i n e d 
13 6 

i n t h e l i g h t o f t h e s p e c i f i c p r o b l e m t o be s o l v e d . D e s p i t e 

t h i s m o d i f i c a t i o n De G r e g o r i i s f i r m l y c o m m i t t e d t o t h e 

A y r e s i a n i n s t r u m e n t a l p h i l o s o p h y , and t o t h e V e b l e n - A y r e s 
13 7 

t r a d i t i o n i n i n s t i t u t i o n a l i s m . 

•n d e v e l o p m e n t , De G r e g o r i s h a r e s J u n k e r ' s c r i t i q u e o f 

t h e o r t h o d o x v i e w o f c a p i t a l and g r o w t h , a r g u i n g t h a t i t i s 

t e c h n o l o g y t h a t p r o d u c e s g r o w t h and t h a t s a v i n g s i n t h e sense 

o f a b s t i n e n c e f r o m c o n s u m p t i o n i s n o t n e c e s s a r y f o r g r o w t h . 
I f we do n o t assume t h a t t h e e x i s t i n g d i s t r i b u t i o n 
o f income i s e i t h e r n e c e s s a r y o r s a c r e d , t h e n we 
can c o n c e i v e o f s o c i a l and economic f o r m s w h i c h do 
i n f a c t o r g a n i z e human a c t i v i t y i n such a way t h a t 
134. I b i d . , pp.34-38. For comments on t h i s c o n f u s i o n see 

A. N i c h o l s , "On S a v i n g s and l\leo-I n s t i t u t i o n a l i s m , " J o u r n a l o f 
Economic I s s u e s 3 ( 1 9 6 9 ) : 63-66; P.A. K l e i n , "An I n s t i t u t i o n a l i s t 
View o f D e v e l o p m e n t E c o n o m i c s , " J o u r n a l o f Economic I s s u e s 11 
( 1 9 7 7 ) : 795-799. 

135. T.R. De G r e g o r i , " T e c h n o l o g y and C e r e m o n i a l B e h a v i o r : 
A s p e c t s o f I n s t i t u t i o n a l i s m , " J o u r n a l o f Economic I s s u e s 11 ( 1 9 7 7 ) : 
862 . 

136. I b i d . , pp.866-868. 
137. T.R. De G r e g o r i , "Power and I l l u s i o n i n t h e M a r k e t p l a c e : 

I n s t i t u t i o n s and T e c h n o l o g y , " J o u r n a l o f Economic I s s u e s 8 ( 1 9 7 4 ) : 
759-770. 
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g r o w t h , o r p o s s i b l y even d e v e l o p m e n t , o c c u r s 
w i t h o u t t h e r e b e i n g a n y t h i n g t h a t we c o u l d 
c a l l s a v i n g s 

W e n d e l l Gordon i s a l s o p r i m a r i l y i n t e r e s t e d i n q u e s t i o n s 

o f g r o w t h and d e v e l o p m e n t , and a g a i n f o l l o w s A y r e s ' i n s t r u m e n -

t a l i s m and u t i l i s e s t h e t e c h n o l o g y / c e r e m o n i a l i s m d i c h o t o m y . 

T e c h n o l o g y i s seen as t h e dynamic f o r c e w h i l e i n s t i t u t i o n s , 

a l t h o u g h c h a n g e a b l e , a r e a " d r a g " on t h e p r o c e s s o f t e c h n i c a l 
139 

a c c u m u l a t i o n . One o f t h e d r a g s t h a t Gordon a n a l y s e s i s t h e 

t e n d e n c y f o r c o n s u m p t i o n and o t h e r b e h a v i o u r p a t t e r n s t o be 

based on c u s t o m . Gordon a l s o m e n t i o n s t h e s m a l l s i z e o f c e r 

t a i n n a t i o n s , l a n d t e n u r e s y s t e m s , l a c k o f a p p r o p r i a t e t e c h 

n o l o g y and i n s t r u c t i o n programmes, t h e p r e v a l e n c e o f m i l i t a r y 

d i c t a t o r s h i p s , i n e f f i c i e n t and o v e r l a r g e b u r e a u c r a c i e s , 

b a n k i n g p r a c t i c e s , and t h e m i s p l a c e d "emphasis on s a v i n g " i n 

d e v e l o p m e n t p l a n s . ^ ^ 

Dn t h i s l a s t p o i n t Gordon o f t e n seems t o a r g u e t h a t w h i l e 
1 41 

t h e emphasis on s a v i n g i s o v e r - s t r e s s e d , s a v i n g s a r e n e c e s s a r y . 

On o t h e r o c c a s i o n s he a p p e a r s t o t a k e t h e a r g u m e n t f u r t h e r 

138. T.R. De G r e g o r i , " P r o d i g a l i t y o r P a r s i m o n y : The F a l s e 
Dilemma i n Economic D e v e l o p m e n t T h e o r y , " J o u r n a l o f Economic 
I s s u e s 7 ( 1 9 7 3 ) : 259-266. See a l s o De G r e g o r i , " F o r e i g n I n v e s t 
ment and T e c h n o l o g i c a l D i f f u s i o n : The Case o f B r i t i s h C o l o n i a l 
A f r i c a , " J o u r n a l o f Economic I s s u e s 2 ( 1 9 6 8 ) : 403-415. 

139. W. Gordon, I n t e r n a t i o n a l T r a d e (Mew Y o r k , 1 9 5 8 ) , pp.551 
554; and W. Gordon, The P o l i t i c a l Economy o f L a t i n A m e r i c a (New 
York, 1 9 6 5 ) , p p . 1 5 5 - 1 7 1 ; see a l s o W. Gordon, Economics From An 
I n s t i t u t i o n a l l / i e w p o i n t ( A u s t i n , 1 9 7 3 ) , p a s s i m . 

140. W. Gordon, The P o l i t i c a l Economy o f L a t i n A m e r i c a , 
p p . 1 5 5 - 1 7 1 ; W. Gordon, I n t e r n a t i o n a l T r a d e , pp.554-564; W. Gordon, 
" C a p i t a l i s m and T e c h n o l o g i c a l A d a p t i o n i n L a t i n A m e r i c a , " J o u r n a l 
o f Economic I s s u e s 3 ( 1 9 6 9 ) : 66-86; W. Gordon, " I n s t i t u t i o n a l i z e d 
C o n s u m p t i o n P a t t e r n s i n U n d e r d e v e l o p e d C o u n t r i e s , " J o u r n a l o f 
Economic I s s u e s 7 ( 1 9 7 3 ) : 267-287.. 

14 1 . W. Gordon, The P o l i t i c a l Economy o f L a t i n A m e r i c a , 
p.230. 
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s t a t i n g t h a t "what m a t t e r s i s t h e r e a l w h e r e w i t h a l t o p r o v i d e 

r e a l c a p i t a l , " and t h a t 

I f t h e c o u n t r y has t h e l a b o r , t h e t e c h n o l o g y , and 
t h e raw m a t e r i a l s n e c e s s a r y f o r t h e p r o d u c t i o n o r 
p r o v i d i n g o f t h e c a p i t a l . . . t h e r e i s no i n t e l l i g e n t 
r e a s o n why i t s h o u l d be d e t e r r e d f r o m p r o d u c i n g 
c a p i t a l m e r e l y because o f l a c k o f p r i o r , v o l u n t a r y , 
p e r s o n a l , m o n e t a r y s a v i n g . 

Gordon, on t h i s b a s i s , a r g u e s t h a t l a r g e i n e q u a l i t i e s i n t h e 

d i s t r i b u t i o n o f income a r e n o t n e c e s s a r y , and t h a t g r o w t h may 

be s t i m u l a t e d by h i g h e r l e v e l s o f c o n s u m p t i o n r a t h e r t h a n by 
i • t , , , . 143 h i g h e r l e v e l s of s a v i n g s . 

The above e x a m i n a t i o n o f t h e work o f H a m i l t o n , J u n k e r , 

De G r e g o r i , and Gordon, d e m o n s t r a t e s t h a t t h e r e i s a s t r o n g 

c o n t i n g e n t o f w r i t e r s f o l l o w i n g t h e i d e a s o f A y r e s . W h i l e 

t h e i r work i s most f r e q u e n t l y a p p l i e d t o u n d e r d e v e l o p e d c o u n t r i e s , 

i t s h a r e s A y r e s ' i n s t r u m e n t a l i s m , h i s c r i t i q u e o f o r t h o d o x p r i c e 

and c a p i t a l t h e o r y , and h i s d i c h o t o m y between t h e t e c h n o l o g i c a l 

and t h e c e r e m o n i a l . I n t h i s way A y r e s p r o v i d e d a v i t a l l i n k 

b etween V e b l e n and t h e s e y o u n g e r w r i t e r s . 

V I I E v a l u a t i o n . 

A y r e s 1 work r e p r e s e n t s t h e most e x t e n s i v e e f f o r t by any 

i n s t i t u t i o n a l i s t t o f o r m u l a t e a t h e o r y o f v a l u e a l o n g i n s t r u m 

e n t a l i s t l i n e s . I n d e e d , i t i s t h e case t h a t most o f h i s e f f o r t s 

were d i r e c t e d t o t h i s end, and, as Coats has n o t e d , A y r e s was 
1 44 

most p e r s u a s i v e on t h i s g e n e r a l p h i l o s o p h i c a l l e v e l . Never

t h e l e s s , t h e r e a r e p r o b l e m s w i t h A y r e s 1 p h i l o s o p h y w i t h i t s 

142. I b i d . , p.223. 
143. J b ^ d . , pp.223-224. 
144. A.W. C o a t s , " C l a r e n c e A y r e s 1 P l a c e i n t h e H i s t o r y o f 

A m e r i c a n E c o n o m i c s , " op . c i t . , p.37. 
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m o n i s t i c n a t u r e and emphasis on t e c h n o l o g y . 

As m e n t i o n e d above s e v e r a l a u t h o r s have t a k e n e x c e p t i o n 

t o A y r e s ' d o w n p l a y i n g o f t h e " e t h i c a l u l t i m a c y o f t h e i n d i v i d -
1 45 

u a l . " A y r e s ' a t t e m p t t o d e m o n s t r a t e t h a t t h e " t e c h n o l o g i c a l 

c o n t i n u u m " i s c o n s i s t e n t w i t h f r e e d o m , s e c u r i t y , e q u a l i t y , 

abundance, and e x c e l l e n c e ; o r i n g e n e r a l t e r m s t h e " l i f e 

p r o c e s s , " depends c r u c i a l l y on h i s a l m o s t U t o p i a n v i e w o f 

s c i e n c e and t e c h n o l o g y f o s t e r i n g a " r a t i o n a l i s t i c humanism. 

I t i s q u i t e c l e a r t h a t A y r e s f e l t t h a t n o t h i n g n e g a t i v e c o u l d 

stem f r o m t h e t e c h n o l o g i c a l c o n t i n u u m i t s e l f , and t h a t t h e 

dynamism o f t e c h n i c a l advance w i t h i t s r e q u i r e m e n t s o f f r e e 

e n q u i r y , f r e e e x p r e s s i o n , and t h e l i k e , w o u l d be p o w e r f u l 

enough t o move t h e i n s t i t u t i o n a l f r a m e w o r k t o w a r d democracy 

and f r e e d o m r a t h e r t h a n away f r o m i t . The e l e m e n t o f t e c h n o l o g i c a l 

d e t e r m i n i s m i n A y r e s ' t h o u g h t i s most e v i d e n t i n t h i s l i n k a g e 

b etween t h e r e q u i r e m e n t s o f t e c h n o l o g y and i n s t i t u t i o n a l c hange, 
147 

and s e v e r a l c o m m e n t a t o r s have c r i t i c i s e d A y r e s f o r i t . 

A y r e s ' i d e n t i f i c a t i o n o f e v e r y t h i n g good w i t h t h e t e c h 

n o l o g i c a l c o n t i n u u m r a i s e s a number o f o t h e r d i f f i c u l t i e s , 

p a r t i c u l a r l y as he u t i l i s e d s u ch a b r o a d d e f i n i t i o n o f t e c h 

n o l o g y . I n p r a c t i c e A y r e s d e f i n e d t e c h n o l o g y as a n y t h i n g t h a t 

p a r t o o k o f a " d e v e l o p m e n t a l " c h a r a c t e r , b u t t h i s r e s u l t s i n 

t a u t o l o g y . I n s t e a d o f d e m o n s t r a t i n g t h e p r o g r e s s i v e n a t u r e o f 

145. See above n o t e s 42 t h r o u g h 45. 
146. R. T i l m a n , " V a l u e T h e o r y , P l a n n i n g , and Reform: A y r e s 

as I n s t r u m e n t a l i s t and U t o p i a n , " J o u r n a l o f Economic I s s u e s 8 
( 1 9 7 4 ) : 7 0 0 - 7 0 1 . 

147. D. S e k l e r , T h o r s t e i n l/ e b l e n and t h e I n s t i t u t i o n a l i s t s , 
pp.68-74; W.J. Samuels, " T e c h n o l o g y l / i s a l / i s I n s t i t u t i o n s i n t h e 
J E I , " o p . c i t . , pp.876-882. 



t e c h n o l o g y , A y r e s s i m p l y d e f i n e s e v e r y t h i n g he c o n s i d e r s 

p r o g r e s s i v e as t e c h n o l o g y . Thus B e e t h o v e n ' s q u a r t e t s a r e 

t e c h n o l o g y , w h i l e , on t h e o t h e r hand, o r t h o d o x e c o n o m i c s i s 
148 

d e n i e d any i n s t r u m e n t a l s t a n d i n g a t a l l . A y r e s ' a t t e m p t s 

t o back up h i s c o n t e n t i o n s w i t h h i s t o r i c a l e v i d e n c e a r e 

c u r s o r y i n t h e e x t r e m e . 

A y r e s ' v i e w o f t e c h n o l o g y a l s o p r o v i d e s no p o s s i b i l i t y 

o f f u r t h e r t e c h n i c a l change i n v o l v i n g r i s k o r h a v i n g a d v e r s e 

o r d i s r u p t i v e e f f e c t s . ^ ^ Such p r o b l e m s , f o r A y r e s , w o u l d be 

due o n l y t o i n s t i t u t i o n a l m a l - a d j u s t m e n t . What i s more, 

A y r e s does n o t c o n s i d e r t h a t t e c h n i c a l change may o c c u r i n 

d i f f e r e n t d i r e c t i o n s d e p e n d i n g on such t h i n g s as r e l a t i v e 

p r i c e s . W h i l e i n s t i t u t i o n a l f a c t o r s may i n h i b i t t e c h n i c a l 

change, t h e d i r e c t i o n o f change and t h e p r o c e s s o f change i t 

s e l f i s , i n A y r e s ' work, i n t e r n a l t o t h e t o o l u s i n g s y s t e m . 

Samuels, Rostow, and o t h e r s , have c r i t i c i s e d t h i s c o n c e p t i o n 

o f t e c h n o l o g i c a l p r o g r e s s . ''^ 

A y r e s ' t r e a t m e n t o f t e c h n o l o g y l e a d s t o a c o n s i d e r a t i o n 

o f h i s d e f i n i t i o n o f i n s t i t u t i o n s , w h i c h i s as n a r r o w as h i s 

148. W.J. Samuels, o p . c i t . , p.876; W.R. A l l e n , "Review o f 
A y r e s ' The T h e o r y o f Economic P r o g r e s s , " op . c i t . , pp.236-238; P 
Homan, "Review o f A y f e s 1 Toward a R e a s o n a b l e S o c i e t y , " o p . c i t . , 
p.150; A. H i r s c h , "C.E. A y r e s and t h e C l a s s i c a l E c o n o m i s t s : A 
Comment," J o u r n a l o f Economic I s s u e s 2 ( 1 9 6 8 ) : 81-86. 

149. J . J . S p e n c e r , " L i m i t s t o G r o w t h : B i o s p h e r i c o r I n s 
t i t u t i o n a l , " i n S c i e n c e and Ceremony, pp.115-133; H. E r a n k e l , 
" C l a r e n c e A y r e s and t h e Roots o f Economic P r o g r e s s , " i n S c i e n c e 
and Ceremony, pp.67-74; W.J. Samuels, " T e c h n o l o g y l / i s a l / i s I n s 
t i t u t i o n s i n t h e J E I , " o p . c i t . , p.879. 

150. W.J. Samuels, " T e c h n o l o g y l / i s a l / i s I n s t i t u t i o n s i n 
t h e J E I , " op.c i t . , pp.877-880; W. Rostow, " T e c h n o l o g y and t h e 
P r i c e System," i n S c i e n c e and Ceremony, pp.75-113; D.L. M i l l e r , 
"The T h e o r y o f Economic P r o g r e s s , " S o u t h w e s t e r n S o c i a l S c i e n c e 
Q u a r t e r l y 25 ( 1 9 4 4 ) : 159-177. 



d e f i n i t i o n o f t e c h n o l o g y i s b r o a d . I n s t i t u t i o n s , as A y r e s 

d e f i n e s them, e x c l u d e such o r g a n i s a t i o n d e v i c e s as a r e i n -

s t r u m e n t a l l y e f f i c i e n t . I n s t i t u t i o n s a r e t h e r e f o r e d e f i n e d 

a s t h e s t a t i c o r b a c k w a r d l o o k i n g a s p e c t s o f o r g a n i s a t i o n , 
151 

w h i c h a g a i n r e d u c e s t h e a n a l y s i s t o t a u t o l o g y . A y r e s 1 

t h i n k i n g a l s o i m p l i e s t h a t a " d e - i n s t i t u t i o n a l i s e d " s o c i e t y 

i s p o s s i b l e , a v i e w t h a t has been c r i t i c i s e d by a number o f 
152 

w r i t e r s . 

On t h e l e v e l o f h i s economic a n a l y s i s p r o b l e m s a l s o a r i s e 

A y r e s 1 v e r s i o n o f u n d e r c o n s u m p t i o n i s m w i t h i t s r a t h e r uneasy 

m i x t u r e o f K e y n e s i a n and H o b s o n i a n e l e m e n t s i s f r e q u e n t l y un

c l e a r . At t i m e s he a p p e a r s c o n f u s e d between e x - a n t e and e x -
1 53 

p o s t q u a n t i t i e s , b u t most o f t h e d i f f i c u l t i e s stem f r o m 

h i s d e t e r m i n a t i o n t o l o c a t e t h e h e a r t o f t h e p r o b l e m i n t h e 

d i s t r i b u t i o n o f i n c ome, and h i s a s s e r t i o n t h a t i n v e s t m e n t i s 

s e l f - f i n a n c i n g so t h a t t h e r e i s no c o n f l i c t b etween h i g h e r 

l e v e l s o f c o n s u m p t i o n and h i g h r a t e s o f i n v e s t m e n t . ^ The 

economic p r o b l e m s o f s c a r c i t y and t h e a l l o c a t i o n o f r e s o u r c e s 

between d i f f e r e n t uses does n o t e n t e r A y r e s ' a n a l y s i s , a 

f a c t o r t h a t has c o n t i n u e d t o c r e a t e d i f f i c u l t i e s among h i s 

f o l l o w e r s . 

D e s p i t e t h e s e weaknesses, A y r e s ' work does r e p r e s e n t an 
1 5 1 . D.L. M i l l e r , o p . c i t . , p p . 1 7 0 - 1 7 1 . 
152. W.O. Samuels, " T e c h n o l o g y V i s a l / i s I n s t i t u t i o n s i n t h 

J E I , " o p . c i t . , p.882; D.L. M i l l e r , o p . c i t . , p p . 1 7 0 - 1 7 1 . 
153. See C. A y r e s , The I n d u s t r i a l Economy, pp.134-144. 
154. C. G r a n t F e r g u s o n , " P r o f e s s o r A y r e s , C u r r e n t Economics 

t h e C l a s s i c a l T r a d i t i o n , and Economic G r o w t h , " The S o u t h w e s t e r n 
S o c i a l S c i e n c e Q u a r t e r l y 37 ( 1 9 5 6 / 5 7 ) : 164-168. 



i n t e r e s t i n g a t t e m p t t o f u l l y d e v e l o p an i n s t r u m e n t a l t h e o r y o f 

v a l u e on a t e c h n o l o g i c a l b a s i s ; a b a s i s f o r j u d g e m e n t t h a t does 

n o t depend on t h e t r a n s i t o r y i n f l u e n c e o f c e r t a i n h a b i t s o f 

t h o u g h t , o r on p e r s o n a l b i a s e s . At l e a s t w i t h i n t h e i n s t i t u t i o n 

a l i s t movement A y r e s ' work has had a c o n t i n u i n g i n f l u e n c e and 

i s s t i l l a v i t a l f o r c e among y o u n g e r i n s t i t u t i o n a l i s t w r i t e r s . 



CHAPTER 10 

THE NATURE AND DEVELOPMENT 

0_F 

INSTITUTIONAL ECONOMICS 

The p r e v i o u s c h a p t e r s p r o v i d e a c l o s e e x a m i n a t i o n o f t h e 

i d e a s o f t h e m a j o r i n s t i t u t i o n a l i s t w r i t e r s and t h e i r p r e 

d e c e s s o r s . W i t h t h i s b a c k g r o u n d i t i s now p o s s i b l e t o t u r n 

t o t h o s e q u e s t i o n s c o n c e r n i n g t h e n a t u r e o f i n s t i t u t i o n a l i s t 

t h o u g h t , i t s d e v e l o p m e n t , and i t s r e l a t i o n s h i p w i t h o r t h o d o x 

e c o n o m i c s , w h i c h were posed i n t h e i n t r o d u c t i o n . 

From t h e c h a p t e r s above i t i s c l e a r t h a t i n s t i t u t i o n a l i s t s 

p o s s e s s c e r t a i n common e l e m e n t s i n t h e i r t h i n k i n g , w h i l e , a t 

t h e same t i m e , c o n s i d e r a b l e d i f f e r e n c e s a l s o e x i s t b etween 

them. Most t r e a t m e n t s o f i n s t i t u t i o n a l i s m have t e n d e d t o 

c o n c e n t r a t e e i t h e r on t h e s i m i l a r i t i e s o r on t h e d i f f e r e n c e s , 

t h e r e b y r e a c h i n g w i d e l y d i v e r g e n t v i e w s on t h e c o h e r e n c e o f t h e 

i n s t i t u t i o n a l i s t movement. I t w i l l be a r g u e d h e r e t h a t i n s 

t i t u t i o n a l i s t s s h a r e enough t o be c o n s i d e r e d as a s i n g l e , 

a l t h o u g h r a t h e r l o o s e , movement, b u t can be d i v i d e d i n t o sub

g r o u p s on t h e b a s i s o f c e r t a i n d i f f e r e n c e s . T h i s r e q u i r e s t h a t 

b o t h t h e a r e a s o f s i m i l a r i t y and t h e a r e a s o f d i f f e r e n c e be 

examined. 
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I Common E l e m e n t s i n I n s t i t u t i o n a l T h o u g h t . 

Taken as a a/hole i n s t i t u t i o n a l i s t s do s h a r e a number o f 

p r e c o n c e p t i o n s , a i m s , and i d e a s , and t h e s e common e l e m e n t s 

a r e p a r t i c u l a r l y n o t i c e a b l e i n two a r e a s ; t h e i r g e n e r a l a p p r o a c h 

t o t h e s u b j e c t o f e c o n o m i c s , and t h e i r v i e w o f t h e m a r k e t 

system o f economic o r g a n i s a t i o n as i n a d e q u a t e . These two a r e a s 

o f s i m i l a r i t y w i l l be d e a l t w i t h i n t u r n . 

The I n s t i t u t i o n a l A p p r o a c h t o Economics. 

I n s t i t u t i o n a l i s t w r i t e r s a r e v e r y o b v i o u s l y c o n c e r n e d w i t h 

d e v e l o p i n g an e c o n o m i c s t h a t i s e x p l i c i t l y d i r e c t e d a t d e a l i n g 

w i t h an e v o l u t i o n a r y c o n c e p t i o n o f s o c i e t y . Human b e h a v i o u r , 

s o c i a l and economic a r r a n g e m e n t s , b e l i e f s , v a l u e s , and s y s t e m s 

o f t h o u g h t a r e t a k e n as b e i n g v a r i a b l e and i n t h e p r o c e s s o f 

change, r a t h e r t h a n as s t a t i c , u n c h a n g i n g , .or c o n d i t i o n e d by 

n a t u r a l l a w s . The k e y w o r d h e r e i s " p r o c e s s , " a s , s t r i c t l y 

s p e a k i n g , t h e i n s t i t u t i o n a l i s t v i e w o f t h e w o r l d does n o t i n 

c l u d e any f i n a l t e r m t o t h e e v o l u t i o n a r y p r o c e s s , and c o n t a i n s 

no a b s o l u t e s o r u l t i m a t e s . I n p r a c t i c e i n s t i t u t i o n a l i s t s have 

t e n d e d t o d i v e r g e f r o m t h i s p o s i t i o n somewhat, u s u a l l y as a 

r e s u l t o f t h e i r a t t e m p t s t o f i n d some c r i t e r i o n o f j u d g e m e n t , 

b u t t h i s p r o b l e m w i l l be d e a l t w i t h i n more d e t a i l b e l o w . 

For i n s t i t u t i o n a l i s t s , e c o n o m i c s i s t h e a t t e m p t t o u n d e r 

s t a n d t h e economic a s p e c t s o f t h i s p r o c e s s , and any p a r t o f t h e 

p r o c e s s t h a t t o u c h e s on economic phenomena i s a l e g i t i m a t e 

p a r t o f t h e s u b j e c t m a t t e r o f e c o n o m i c s . Economics i s t h e r e f o r e 

d e f i n e d b r o a d l y as t h e i n v e s t i g a t i o n o f t h e n a t u r e and w o r k i n g 

o f t h e p r e s e n t a r r a n g e m e n t s t h r o u g h w h i c h economic a c t i v i t i e s 

a r e c a r r i e d on, how t h e s e a r r a n g e m e n t s came t o be, and how t h e y 

may change, o r be chan g e d , i n t h e f u t u r e . T h i s i n v o l v e s 



i n s t i t u t i o n a l i s t s i n an e f f o r t t o u n d e r s t a n d t h e dynamic 

i n t e r r e l a t i o n s h i p s between such t h i n g s such as human b e h a v i o u r , 

t h e i n s t i t u t i o n a l s t r u c t u r e , t h e d i s t r i b u t i o n o f power, t e c h 

n i c a l change, and economic c o n d i t i o n s ; a t a s k o f c o n s i d e r a b l e 

c o m p l e x i t y . 

I n t h e i r a p p r o a c h i n s t i t u t i o n a l i s t s have o f t e n s t r e s s e d 

t h e need f o r " r e a l i s m , " a t e r m w h i c h seems t o have more t h a n 

one meaning i n t h e i n s t i t u t i o n a l i s t l i t e r a t u r e . I t can mean 

t h a t t h e o r y s h o u l d be based on more " r e a l i s t i c " a s s u m p t i o n s , 

p a r t i c u l a r l y i n t h e case o f a s s u m p t i o n s c o n c e r n i n g human 

b e h a v i o u r . I n s t i t u t i o n a l i s t s a r g u e t h a t b e h a v i o u r i s , i n l a r g e 

p a r t , a p r o d u c t o f t h e i n s t i t u t i o n a l f r a m e w o r k ; a r e s u l t o f 

l a w s , h a b i t s , c u s t o m s , and s o c i a l c o n d i t i o n i n g . T h i s i m p l i e s 

t h a t e c o n o m i c s c a n n o t be d i v o r c e d f r o m a c o n s i d e r a t i o n o f t h e 

i n s t i t u t i o n a l s t r u c t u r e , t h a t human b e h a v i o u r i s c h a n g e a b l e , 

and may n o t be e n t i r e l y " r a t i o n a l . " Economics must, t h e r e f o r e , 

be based on a b e h a v i o u r i s t i c p s y c h o l o g y ; on t h e s t u d y o f "what 

men do . " 

R e a l i s m can a l s o mean a r e j e c t i o n o f a b s t r a c t a p r i o r i 

t h e o r i s i n g and t h e i d e a t h a t u n i v e r s a l l a w s o f economic b e h a v i o u r 

a r e p o s s i b l e . I n s t i t u t i o n a l i s t s have an emph a s i s on t h e " m a t t e r 

o f f a c t , " on h i s t o r i c a l and e m p i r i c a l r e s e a r c h , on p r o v i d i n g 

a f i r m f a c t u a l " f o u n d a t i o n " f o r t h e o r i s i n g , on d e a l i n g w i t h t h e 

s y s t e m as i t " a c t u a l l y " o p e r a t e s , and o f t e n seem t o have a v i e w 

o f s c i e n t i f i c m e t h o d o l o g y as i n d u c t i v e i n n a t u r e . T h e r e i s a 

t e n d e n c y t o see t h e o b j e c t i v e o f e c o n o m i c s as t h a t o f p r o v i d i n g 

a " g e n e r a l i z e d d e s c r i p t i o n , " " a n a l y t i c d e s c r i p t i o n , " " l i f e 

h i s t o r y , " o r " u n d e r s t a n d i n g " o f t h e s y s t e m and i t s d y n a m i c . 

W h i l e t h i s n o t i o n o f t h e n a t u r e o f e c o n o m i c s does by no means 
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e x c l u d e t h e use o f t h e o r y , and many i n s t i t u t i o n a l i s t s hav/e 

s t a t e d t h e i r g o a l as a t h e o r y o f t h e economic p r o c e s s , t h e r e 

i s a r e l u c t a n c e t o engage i n f o r m a l model b u i l d i n g , o r i n t h e 

t e s t i n g o f s p e c i f i c p r e d i c t i o n s , as t h a t i s u s u a l l y u n d e r s t o o d . 

I n s t i t u t i o n a l i s m i s , however, more t h a n an a t t a c h m e n t t o 

t h e i d e a s o f p r o c e s s , b e h a v i o u r i s m , and " r e a l i s m . " A v i t a l 

p a r t o f t h e i n s t i t u t i o n a l i s t p h i l o s o p h y and a p p r o a c h t o e c o n o m i c s 

i s t a k e n f r o m John Dewey's i n s t r u m e n t a l v e r s i o n o f p r a g m a t i s m , 

and a f u l l u n d e r s t a n d i n g o f t h e i n s t i t u t i o n a l i s t p o s i t i o n 

depends on a k n o w l e d g e o f Dewey's work. 

I t i s t r u e t h a t l / e b l e n was n o t h e a v i l y i n f l u e n c e d by Dewey, 

b u t a l l l a t e r i n s t i t u t i o n a l i s t s seem t o have a d o p t e d a number 

o f h i s i d e a s . T h a t Dewey was so i n f l u e n t i a l among i n s t i t u t i o n a l i s t s 

i s u n d e r s t a n d a b l e g i v e n t h a t h i s s y s t e m o f t h o u g h t i s a l s o based 

on t h e i d e a o f p r o c e s s and on a b e h a v i o u r i s t i c s o c i a l p s y c h o l o g y . 

Dewey h i m s e l f was i n f l u e n c e d by l / e b l e n , b u t Dewey's work p r o v i d e s 

an e p i s t e m o l o g i c a l u n d e r p i n n i n g f o r i n s t i t u t i o n a l i s m f a r s u p e r i o r 

t o t h a t f o u n d i n l / e b l e n . I n p a r t i c u l a r i t i s c o n s i s t e n t w i t h 

an e x p l i c i t commitment t o r e f o r m , and a s o c i a l p s y c h o l o g y t h a t 

does n o t depend on t h e e x i s t e n c e o f i n s t i n c t s . 

Dewey's emp h a s i s on p r o b l e m - s o l v i n g , h i s v i e w o f s c i e n c e 

as i n s t r u m e n t a l and " e x p e r i m e n t a l , " h i s e x p l i c i t l i n k i n g o f t h e 

p o s i t i v e and t h e n o r m a t i v e , and h i s f a i t h i n t h e power o f s c i e n c e 

t o f i n d s o l u t i o n s t o s o c i a l p r o b l e m s and c r e a t e c o n s e n s u s , a r e 

a l l c l e a r l y v i s i b l e i n i n s t i t u t i o n a l i s t w r i t i n g s s i n c e l / e b l e n . 

Dewey's i d e a s c o n c e r n i n g t h e i n s t r u m e n t a l and e x p e r i m e n t a l 

n a t u r e o f s c i e n c e a r e o f t e n t o be f o u n d c o m b i n e d w i t h t h e n o t i o n 

t h a t e c o n o m i c s s h o u l d aim a t d e v e l o p i n g g e n e r a l i s a t i o n s c o n 

c e r n i n g t h e economic p r o c e s s , b u t Dewey's work removed much o f 
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t h e c o n c e r n w i t h r e m o t e h i s t o r i c a l o r i g i n s e v i d e n t i n h i s t o r i c a l 

s c h o o l w r i t i n g s and i n V e b l e n , and a l s o e m p h a s i s e d t h e f i n d i n g 

o f s o l u t i o n s t o i m m e d i a t e p r o b l e m s r a t h e r t h a n t h e making o f 

l o n g t e r m p r o p h e c i e s c o n c e r n i n g t h e f u t u r e t r e n d o f e v e n t s . 

Some i n s t i t u t i o n a l i s t s o c c a s i o n a l l y v e r g e on such p r o p h e c i e s , 

b u t f o r t h e most p a r t t h e y a r e much more c a u t i o u s a b o u t m a k i n g 

l o n g t e r m p r e d i c t i o n s t h a n t h e h i s t o r i c i s t s , t h e e v o l u t i o n a r y 

s o c i o l o g i s t s , o r t h e e a r l y V e b l e n . 

On t h e o t h e r hand, Dewey's w r i t i n g s on s c i e n t i f i c method 

r e i n f o r c e d t h e t e n d e n c y o f i n s t i t u t i o n a l ! s t s t o d o w n p l a y a p r i o r i 

m e thods. A l t h o u g h Dewey a d v o c a t e d an e x p e r i m e n t a l " t e s t i n g " o f 

t h e o r i e s , an e l e m e n t a b s e n t f r o m t h e h i s t o r i c i s t s o r l / e b l e n , 

t h i s " t e s t i n g " c o n s i s t s o f l i t t l e more t h a n t h e " t r y i n g o u t " o f 

p o l i c y p r o p o s a l s , and t h e o b s e r v a t i o n o f " c o n s e q u e n c e s . " 

I n s t i t u t i o n a l i s t s , t h e n , can be r e c o g n i s e d by t h e i r 

a t t a c h m e n t t o t h e i d e a o f " p r o c e s s ; " t h e i r v i e w t h a t e c o n o m i c s 

must be r e a l i s t i c , i n t h e sense o f u t i l i s i n g a b e h a v i o u r i s t 

p s y c h o l o g y , r e c o g n i s i n g t h e i m p o r t a n c e o f i n s t i t u t i o n s , and 

b a s i n g t h e o r i e s on a f a c t u a l f o u n d a t i o n ; and by t h e i r use o f an 

i n s t r u m e n t a l , and p r a g m a t i c v i e w o f t h e n a t u r e o f s c i e n c e . 

The C o n t e m p o r a r y Economic O r d e r and I t s Weaknesses. 

I n s t i t u t i o n a l i s t s f r e q u e n t l y g u i d e t h e i r e f f o r t s t o u n d e r 

s t a n d t h e n a t u r e o f t h e economic p r o c e s s by a d d r e s s i n g them

s e l v e s t o t h e q u e s t i o n s o f w h e t h e r o r n o t p r e s e n t economic 

a r r a n g e m e n t s a r e i n s t r u m e n t a l l y e f f i c i e n t , and i f n o t , why n o t . 

T h r o u g h t h e i r o b s e r v a t i o n o f t h e w o r k i n g s o f t h e economic 

s y s t e m i n p r a c t i c e , i n s t i t u t i o n a l i s t s have r e a c h e d t h e c o n c l u s i o n 

t h a t t h e s y s t e m l e a v e s much t o be d e s i r e d . They have p a i d 

p a r t i c u l a r l y c l o s e a t t e n t i o n t o such p r o b l e m s as economic i n -
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s t a b i l i t y and unemployment, monopoly power, and t h e d i s 

t r i b u t i o n o f i n c o m e , a l t h o u g h many o t h e r p r o b l e m s have been 

i d e n t i f i e d , s u ch as l o w h e a l t h and s a f e t y s t a n d a r d s , u n d e r 

d e v e l o p m e n t , p o l l u t i o n , c o n f l i c t o f economic i n t e r e s t s b o t h 

n a t i o n a l l y and i n t e r n a t i o n a l l y , f i n a n c i a l m a n i p u l a t i o n , t h e 

" w a s t e " o f r e s o u r c e s i n v o l v e d i n c o m p e t i t i v e s a l e s m a n s h i p , 

c o m p e t i t i v e r e s e a r c h , c o n s u m p t i o n c h o i c e s made on t h e b a s i s 

o f f a s h i o n , s n o b b e r y , o r e m u l a t i o n , and i n t h e r e s t r i c t i o n s 

on t h e f r e e f l o w o f i n f o r m a t i o n and t e c h n i c a l a d v a n c e . 

When t h e i n s t i t u t i o n a l i s t t u r n s t o t h e d e t a i l e d i n v e s 

t i g a t i o n o f t h e s e p r o b l e m s and t o t h e q u e s t i o n o f why t h e y 

a r i s e t h e a r g u m e n t c e n t r e s on t h e i d e a t h a t i t i s t h e s y s t e m 

o f o r g a n i s a t i o n , o r i n s t i t u t i o n a l f r a m e w o r k , w h i c h i s i n a d e q u a t e . 

W i t h i n t h e c o n t e x t o f t h e i n d u s t r i a l i s e d n a t i o n s , t h i s amounts 

t o t h e p r o p o s i t i o n t h a t i t i s t h e sy s t e m o f d e c e n t r a l i s e d 

d e c i s i o n m a k i n g , t h e c o m p e t i t i v e p u r s u i t o f g a i n , and t h e d i s 

t r i b u t i o n o f income and power t h a t t h i s s y s t e m g e n e r a t e s , 

t h a t i s somehow a t f a u l t . I n o t h e r words t h e s y s t e m t h a t has 

e v o l v e d r e s u l t s i n t h e i n s t r u m e n t a l i t i e s o f t h e s y s t e m ( r e s o u r c e s , 

t e c h n o l o g y , p r o d u c t i v e p o t e n t i a l , l a w , g o v e r n m e n t , e d u c a t i o n , 

k n o w l e d g e ) b e i n g u t i l i s e d o r c o n t r o l l e d i n ways t h a t have a d v e r s e 

c o n s e q u e n c e s . I n t h e case o f c e r t a i n i n d u s t r i e s , o r , more 

commonly, w i t h u n d e r d e v e l o p e d n a t i o n s , o t h e r c u s t o m a r y modes o f 

b e h a v i o u r and o r g a n i s a t i o n may a l s o be f o u n d a t f a u l t . 

I n an i m p o r t a n t r e s p e c t t h e i n s t i t u t i o n a l i s t i s a n t i - f r e e 

m a r k e t , a t l e a s t as a p p l i e d t o modern c i r c u m s t a n c e s . F or t h e 

i n s t i t u t i o n a l i s t an u n r e g u l a t e d m a r k e t s y s t e m does n o t e n s u r e 

t h e s o c i a l i n t e r e s t w i l l be s e r v e d , does n o t n e c e s s a r i l y g e n e r a t e 

h i g h and s t a b l e l e v e l s o f o u t p u t and employment, does n o t e n s u r e 



r e s o u r c e s a r e u t i l i s e d p r o d u c t i v e l y , and does n o t n e c e s s a r i l y 

g e n e r a t e h i g h r a t e s o f economic g r o i u t h . The b a s i c a r g u m e n t 

i s , as W a l t o n H a m i l t o n p u t i s , t h a t " t h e l a w s o f c o m p e t i t i o n 

a r e n o t so n i c e l y a r t i c u l a t e d " as i s sometimes s u p p o s e d . I n 

s t i t u t i o n a l ! s t s see t h e f r e e m a r k e t s y s t e m a s , a t b e s t , h i g h l y 

i m p e r f e c t , and, a t w o r s t , p o s i t i v e l y h a r m f u l . 

Examples o f t h i s l i n e o f r e a s o n i n g a r e a b u n d a n t . I n t h e 

a n a l y s i s o f i m p e r f e c t c o m p e t i t i o n t h e i n s t i t u t i o n a l i s t a r g u e s 

t h a t , g i v e n c e r t a i n t e c h n i c a l and l e g a l c o n d i t i o n s , a c o m p e t i t i v e 

system w i l l l e a d d i r e c t l y t o a t t e m p t s t o g a i n m a r k e t power. 

T h i s l e a d s t o r e s t r i c t i o n o f o u t p u t , t h e r a i s i n g o f o u t p u t p r i c e s 

t h e b r i n g i n g o f downward p r e s s u r e on i n p u t p r i c e s , a d v e r t i s i n g , 

c o m p e t i t i v e s a l e s m a n s h i p , c o m p e t i t i v e r e s e a r c h , f i n a n c i a l 

m a n i p u l a t i o n s , and so on. As i m p e r f e c t c o m p e t i t i o n i s t h e u s u a l 

c a se, d i s t r i b u t i o n becomes l a r g e l y a m a t t e r o f m a r k e t power, n o t 

o f p r o d u c t i v i t i e s . 

T h i s l i n e o f a r g u m e n t i s some t i m e s c a r r i e d t o t h e p o i n t 

where i t i s a r g u e d t h a t , w i t h modern l a r g e s c a l e i n t e g r a t e d 

i n d u s t r y , m a r k e t s do n o t c o n t r o l a t a l l ; r a t h e r t h e y a r e c o n t r o l l 

i n t h e i n t e r e s t s o f t h o s e who g a i n p r o f i t s , o r , i n t h e case o f 

G a l b r a i t h , i n t h e i n t e r e s t s o f a t e c h n o c r a c y . 

Economic i n s t a b i l i t y i s a l s o l i n k e d t o a t y p e o f m a r k e t 

f a i l u r e ; t h e f a i l u r e t o c o o r d i n a t e t h e d e c i s i o n s o f key economic 

g r o u p s i n a way t h a t l e a d s t o h i g h and s t a b l e l e v e l s o f o u t p u t 

and employment. Much emphasis i s p u t on b u s i n e s s e x p e c t a t i o n s 

as a d e s t a b i l i s i n g i n f l u e n c e , b u t t h i s i s u s u a l l y c o m b i n e d w i t h 

o t h e r f a c t o r s such as t h e b e h a v i o u r o f b a n k e r s , l e a d s and l a g s 

i n t h e p r i c e s y s t e m , i n f l e x i b l e p r i c e s due t o i m p e r f e c t com

p e t i t i o n , t h e d i s t r i b u t i o n o f i n c o m e , o r t h e r a t e o f p e r s o n a l 
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o r c o r p o r a t e s a v i n g s . 

The s y s t e m i s a l s o seen as one i n w h i c h t h e r e i s con

s i d e r a b l e p r e s s u r e t o c u t c o s t s even a t t h e expense o f t h e 

h e a l t h , s a f e t y , o r w e l f a r e o f w o r k e r s o r c u s t o m e r s . I n gen

e r a l t h e s y s t e m o f c o m p e t i t i v e g a i n i s blamed f o r many k i n d s 

o f a n t i - s o c i a l b e h a v i o u r . 

The m a r k e t s y s t e m does n o t t a k e a c c o u n t o f e x t e r n a l c o s t s , 

such as e n v i r o n m e n t a l damage. S e v e r a l i n s t i t u t i o n a l i s t s have 

t r e a t e d unemployment as a k i n d o f e x t e r n a l c o s t . Which c o s t s 

a r e t a k e n i n t o a c c o u n t depends on t h e s t r u c t u r e o f r i g h t s w h i c h 

some i n s t i t u t i o n a l i s t s a r g u e i s d e t e r m i n e d i n p a r t by t h e 

sy s t e m o f power r e l a t i o n s h i p s , and may t h e r e f o r e v a r y f r o m t h e 

s t r u c t u r e o f r i g h t s t h a t w o u l d c o n f o r m t o t h e p u b l i c i n t e r e s t . 

Examples c o u l d be m u l t i p l i e d b u t t h e same b a s i c p o i n t s a r e 

r e p e a t e d ; t h e m a r k e t s y s t e m has i n h e r e n t weaknesses, i s u n s t a b l e 

and f a i l s i n many i m p o r t a n t r e s p e c t s t o p r o p e r l y c o n t r o l o r 

g u i d e economic a c t i v i t y . What i s more, v i r t u a l l y e v e r y i n s -

t i t u t i o n a l i s t w o u l d a g r e e t h a t m a r k e t p r i c e s p r o v i d e no i n 

d i c a t i o n o f s o c i a l w e l f a r e . Answers a r e n o t t o be f o u n d by 

a t t e m p t i n g t o impose t h e u n a t t a i n a b l e i d e a l o f p e r f e c t c o m p e t i t i o n , 

b u t by a s e r i e s o f p r a g m a t i c a d j u s t m e n t s w h i c h u s u a l l y i n v o l v e 

g o v e r n m e n t a c t i o n o f some k i n d . These a c t i o n s a r e n o t t o be 

based on any v i e w o f an i d e a l s t a t e , b u t s i m p l y on t h e d e s i r e 

t o f i n d " w o r k a b l e " s o l u t i o n s t o i m m e d i a t e p r o b l e m s . 

P r a g m a t i c a d j u s t m e n t s may n o t a r i s e s p o n t a n e o u s l y f r o m t h e 

economic p r o c e s s . A l t h o u g h t h e r e i s some d i s a g r e e m e n t o v e r t h e 

r e l a t i v e i m p o r t a n c e o f such f a c t o r s as t e c h n o l o g y , economic 

i n t e r e s t s , power s t r u c t u r e s , and t h e l a w , i n t h e economic p r o c e s s , 

t h e r e does a p p e a r t o be ag r e e m e n t t h a t w i t h i n t h e p r o c e s s new 



399, 

c o n d i t i o n s w i l l c o n t i n u e t o a r i s e t h a t may c r e a t e d i f f i c u l t i e s 

o r p r o b l e m s . These d i f f i c u l t i e s may be t h e r e s u l t o f a " l a g " 

i n t h e a d j u s t m e n t o f i n s t i t u t i o n s o r h a b i t u a l p a t t e r n s o f t h o u g h t 

and a c t i o n t o t h e new c o n d i t i o n s , o r t o t h e power o f e s t a b l i s h e d 

i n t e r e s t s , o r t h e y may come a b o u t o u t o f i g n o r a n c e o r p r e j u d i c e . 

Any o f t h e s e t h i n g s may r u l e o u t o r h i n d e r t h e a p p r o p r i a t e 

p r a g m a t i c r e s p o n s e t o t h e d i f f i c u l t y . P r a g m a t i c a d j u s t m e n t s 

must t h e r e f o r e be e n c o u r a g e d o r i m p o s e d . 

As m e n t i o n e d above, i t i s p a r t o f t h e i n s t i t u t i o n a l i s t 

c r e e d t h a t i n t e l l i g e n c e and r e a s o n can overcome p r o b l e m s and 

any r e s i s t a n c e t o change and c r e a t e c o n s e n s u s . Of c o u r s e , as 

t h e s y s t e m i s u n d e r g o i n g c o n s t a n t change t h e p r o c e s s o f p r a g 

m a t i c a d j u s t m e n t s h o u l d n e v e r c e a s e . I n t h e i n s t i t u t i o n a l i s t 

mind t h e r e i s no s y s t e m o f economic o r g a n i s a t i o n t h a t w i l l be 

r i g h t f o r a l l t i m e . As new p r o b l e m s a r i s e new s o l u t i o n s and 

new i n s t r u m e n t s must be d e v i s e d t o meet t h e c a s e . No s y s t e m o f 

o r g a n i s a t i o n has any i n t r i n s i c m e r i t . I t i s o n l y p r a g m a t i c a l l y , 

by i t s c o n s e q u e n c e s , t h a t a s y s t e m can be j u d g e d . For t h e 

i n s t i t u t i o n a l i s t , o r t h o d o x e c o n o m i c s i s i n s u f f i c i e n t l y p r a g m a t i c 

i n n a t u r e . 

I I A r e a s o f D i s a g r e e m e n t i n I n s t i t u t i o n a l i s t T h o u g h t . 

T h e r e a r e s e v e r a l i m p o r t a n t a r e a s o f d i f f e r e n c e between 

i n s t i t u t i o n a l ! s t s w h i c h can be f o u n d i n t h e i r m ethod, p h i l o s o p h y , 

and s o c i a l p s y c h o l o g y , and i n t h e i r more s p e c i f i c i d e a s c o n c e r n i n g 

t h e n a t u r e and weaknesses o f t h e economic s y s t e m . 

M e t h o d , P h i l o s o p h y and S o c i a l P s y c h o l o g y . 

The m a j o r d i f f e r e n c e s i n method, p h i l o s o p h y , and s o c i a l 

p s y c h o l o g y a r i s e f r o m v a r y i n g i n t e r p r e t a t i o n s o f what i s i n v o l v e d 

i n t h e a t t e m p t t o g a i n " r e a l i s m , " t h e d i f f e r e n t a s p e c t s o f 
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p r a g m a t i s m t h a t a r e e m p h a s i s e d , t h e d i f f i c u l t i e s t h a t s u r r o u n d 

t h e p r a g m a t i c t h e o r y o f v a l u e , and t h e p a r t i c u l a r v e r s i o n o f 

"modern p s y c h o l o g y " w h i c h i s u t i l i s e d . 

V/eblen and A y r e s a p p e a r t o d e f i n e r e a l i s m as i n v o l v i n g t h e 

use o f t h e c o n c e p t o f p r o c e s s and t h e r e j e c t i o n o f any a b s o l u t e s 

o r u l t i m a t e s . B o t h a l s o see t h e i r work as f i r m l y based on 

f a c t u a l and h i s t o r i c a l i n v e s t i g a t i o n , b u t i n t h e i r w r i t i n g s 

t h e y t e n d t o use such d a t a o n l y as i l l u s t r a t i v e m a t e r i a l . T h e i r 

m a j o r c o n c e r n i s w i t h d e v e l o p i n g b r o a d g e n e r a l i s a t i o n s c o n c e r n i n g 

t h e n a t u r e o f t h e economic p r o c e s s , and i n p r o v i d i n g a t e c h n i c a l 

t h e o r y o f v a l u e w h i c h i s seen as i n d e p e n d e n t o f c u s t o m o r b e l i e f . 

I n A y r e s ' case t h i s i s p r e s e n t e d as an a t t e m p t t o answer t h e 

g u e s t i o n o f w h e t h e r o r n o t "we a r e g o i n g on t h e r o c k s . " A l t h o u g h 

l/eblen c a n n o t be d e s c r i b e d as a p r a g m a t i s t , and was n o t p a r 

t i c u l a r l y i n t e r e s t e d i n r e f o r m , h i s c o n c e p t o f w o r k m a n s h i p has 

o b v i o u s l i n k s w i t h A y r e s ' i n s t r u m e n t a l i s m . l / e b l e n , however, 

f o u n d e d t h e i d e a o f workmanship on an i n s t i n c t , w h i l e A y r e s 

a d o p t e d a v e r s i o n o f b e h a v i o u r i s m . N e v e r t h e l e s s , t h e r e i s a 

s i m i l a r i t y i n t h e i r s o c i a l p s y c h o l o g i e s i n t h a t b o t h make use o f 

t h e i d e a t h a t t e c h n i c a l c o n d i t i o n s o r r e q u i r e m e n t s t e n d t o b r i n g 

a b o u t c e r t a i n p a t t e r n s o f t h o u g h t and a c t i o n . I n o t h e r words 

b o t h s h a r e a d e g r e e o f t e c h n o l o g i c a l d e t e r m i n i s m . 

H a m i l t o n , and o t h e r s such as H o x i e , on t h e o t h e r hand, 

u t i l i s e a more p a r t i c u l a r i s t i n t e r p r e t a t i o n o f t h e p r o b l e m -

c e n t e r e d n a t u r e o f p r a g m a t i c t h o u g h t , and a r g u e t h a t g e n e r a l i s 

a t i o n s c o n c e r n i n g t h e n a t u r e o f t h e whole economic p r o c e s s 

s h o u l d be b u i l t up t h r o u g h d e t a i l e d i n v e s t i g a t i o n s o f p a r t i c u l a r 

p r o b l e m a r e a s . T h i s a p p r o a c h H a m i l t o n names " o r g a n i c p a r 

t i c u l a r i s m . " A d m i t t e d l y , n e i t h e r w r i t e r e v e r d e v e l o p e d any 



r o u n d e d p i c t u r e o f t h e o p e r a t i o n o f t h e whole p r o c e s s , b u t i t 

i s i n t e r e s t i n g t o n o t e t h a t H o x i e came t o r e j e c t V e b l e n ' s e a r l y 

t e c h n i c a l d e t e r m i n i s m , and H a m i l t o n p a i d c o n s i d e r a b l y more 

a t t e n t i o n t o t h e r o l e o f t h e c o u r t s t h a n d i d V e b l e n o r A y r e s . 

H a m i l t o n i s a l s o l e s s d e t e r m i n i s t i c t h a n V e b l e n , b u t he a p p e a r s 

c o n f u s e d o v e r t h e p r o b l e m o f f i n d i n g a c r i t e r i o n o f v a l u e and 

s t a n d a r d o f j u d g e m e n t . At t i m e s he r e f e r s t o t h e l e g a l s t a n d a r d 

o f r e a s o n a b l e c o n d u c t , b u t a t o t h e r t i m e s he uses a s e t o f 

" d o m i n a n t m o r a l r e q u i r e m e n t s " one o f w h i c h , f r e e p l a y f o r t h e 

"dynamic u r g e s o f s o c i e t y , " t r a n s l a t e s as t e c h n i c a l change and 

i n n o v a t i o n . 

M i t c h e l l c l e a r l y r e g a r d e d " r e a l i s m " as a m a t t e r o f 

q u a n t i t a t i v e r e s e a r c h , h i s b e l i e f b e i n g t h a t h y p o t h e s e s and 

t h e o r i e s w o u l d grow o u t o f t h e a t t e m p t t o l o c a t e and s t u d y 

p r o b l e m s i n a q u a n t i t a t i v e f a s h i o n . M i t c h e l l can be c h a r a c t e r i s e d 

as p r i m a r i l y i n t e r e s t e d i n t h e f i r s t two o f Dewey's f i v e s t a g e s 

i n t h e f o r m a t i o n o f s c i e n t i f i c k n o w l e d g e . M i t c h e l l ' s a t t a c h 

ment t o q u a n t i t a t i v e i n v e s t i g a t i o n a l s o a f f e c t s h i s s o c i a l 

p s y c h o l o g y and s t a n d a r d o f v a l u e . A l t h o u g h he s t a r t e d w i t h 

i n s t i n c t t h e o r y and l a t e r a d o p t e d b e h a v i o u r i s m , M i t c h e l l came 

t o t h e p o s i t i o n t h a t human b e h a v i o u r c o u l d o n l y be u n d e r s t o o d 

a f t e r more q u a n t i t a t i v e r e s e a r c h . M i t c h e l l a s s o c i a t e d w e l f a r e 

w i t h more goods b u t he t e n d e d t o a r g u e t h a t goods s h o u l d be v a l u e d 

a c c o r d i n g t o an o b j e c t i v e s t a n d a r d o f s o c i a l w e l f a r e t o be s e t 

up t h r o u g h q u a n t i t a t i v e r e s e a r c h . C o n f l i c t s o v e r p o l i c y g o a l s , 

he f e l t , w o u l d be m i t i g a t e d by f u r t h e r r e s e a r c h and k n o w l e d g e , 

b u t he a l s o a d v o c a t e d an e x p e r i m e n t a l a p p r o a c h t o p o l i c y m a k i n g . 

T u g w e l l a l s o moved f r o m i n s t i n c t t h e o r y t o b e h a v i o u r i s m and 

a r g u e d t h a t f u r t h e r r e s e a r c h i n t o human b e h a v i o u r was r e q u i r e d . 
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T u g w e l l ' s b e h a v i o u r i s m i s , however, somewhat c o n f u s e d and a t 

t i m e s he seems t o s u g g e s t t h a t man i s n a t u r a l l y c o o p e r a t i v e . 

T u g w e l l f o l l o w s Dewey's v i e w o f s c i e n c e as " e x p e r i m e n t a l i s m , " 

and h i s s t a n d a r d o f j u d g e m e n t c o n s i s t s o f a s e t o f " i n d u s t r i a l 

i d e a l s " w h i c h emphasise t h e i m p o r t a n c e o f c o n t i n u e d t e c h n i c a l 

a dvance. 

Commons can be seen as mo v i n g f r o m t h e i n v e s t i g a t i o n o f 

p a r t i c u l a r p r o b l e m s t o a c o n c e r n w i t h d e v e l o p i n g a b r o a d 

a n a l y t i c a l f r a m e w o r k and e x p e r i m e n t a l p o l i c y m a k i n g . Commons' 

v e r s i o n o f b e h a v i o u r i s m and h i s i n t e r p r e t a t i o n o f t h e p r a g m a t i c 

s t a n d a r d o f j u d g e m e n t do, however, d i f f e r i n some r e s p e c t s f r o m 

t h o s e used by o t h e r i n s t i t u t i o n a l i s t s . W h i l e Commons a g r e e s 

t h a t c u s tom and h a b i t a r e i m p o r t a n t d e t e r m i n a n t s o f b e h a v i o u r 

he seems t o r e g a r d c u s t o m s , w h i c h f o r Commons i n c l u d e s common 

la w , as much more open t o p u r p o s e f u l change t h a n o t h e r i n 

s t i t u t i o n a l i s t s . Commons' work g i v e s a r o l e t o human w i l l and 

p u r p o s e t h a t i s u s u a l l y l a c k i n g i n t h a t o f o t h e r i n s t i t u t i o n a l i s t s . 

Commons sums up t h e " w h o l e " i n t h e p r i n c i p l e o f " w i l l i n g n e s s , " 

a c o n c e p t i o n t h a t i s c a r r i e d t h r o u g h t o h i s s t a n d a r d o f j u d g e m e n t 

w h i c h i s e x p r e s s e d i n t e r m s o f t h e r e s o l u t i o n o f c o n f l i c t , 

r e a s o n a b l e n e s s , and w o r k a b l e m u t u a l i t y , r a t h e r t h a n i n t e r m s 

o f i n s t r u m e n t a l n e c e s s i t y . Of c o u r s e , Commons' d e f i n i t i o n o f 

t h e r e a s o n a b l e i n c l u d e s i n s t r u m e n t a l c o n s i d e r a t i o n s , b u t i t a l s o 

a l l o w s f o r a d e g r e e o f compromise t o a t t a i n w o r k a b l e s o l u t i o n s , 

a f a c t o r t h a t i s r a r e l y i n c l u d e d by o t h e r i n s t i t u t i o n a l i s t s , 

some o f whom t e n d t o r e g a r d any i n t e r e s t opposed t o t h e t e c h 

n i c a l l y b e s t s o l u t i o n as u n r e a s o n a b l e and h a r d l y w o r t h y o f 

s e r i o u s c o n c e r n . 

T h e r e a r e , t h e n , i m p o r t a n t d i f f e r e n c e s i n t h e m e t h o d o l o g y , 



v a l u e t h e o r y , and s o c i a l p s y c h o l o g y used by v a r i o u s i n 

s t i t u t i o n a l ! s t s . A l t h o u g h a l l may be s a i d t o be e m p i r i c i s t s , 

w r i t e r s such as H o x i e , H a m i l t o n , M i t c h e l l , and, i n h i s e a r l y 

work, Commons, t a k e t h e emph a s i s on f a c t and e m p i r i c a l i n 

v e s t i g a t i o n much f u r t h e r t h a n V e b l e n , A y r e s , o r T u g w e l l . 

I n s o c i a l p s y c h o l o g y V e b l e n i s t h e o n l y w r i t e r who d i d 

n o t abandon i n s t i n c t t h e o r y . V e b l e n ' s work a l s o , a t t i m e s , 

p o s t u l a t e s a d i r e c t l i n k between t e c h n o l o g i c a l r e q u i r e m e n t s 

and h a b i t s o f t h o u g h t and a c t i o n , an i d e a t h a t r e a p p e a r s i n 

A y r e s 1 w r i t i n g s , b u t n o t i n t h e work o f o t h e r i n s t i t u t i o n a l i s t s . 

Commons d i s p l a y s a d i f f e r e n c e f r o m o t h e r w r i t e r s i n t h e r o l e 

he g i v e s t o human w i l l and p u r p o s e . 

V a l u e t h e o r i e s a l s o v a r y , V e b l e n ' s b e i n g i m p l i e d r a t h e r 

e x p l i c i t and c o n t a i n e d i n h i s i n s t i n c t o f w o r k m a n s h i p . T h i s 

i d e a o f v a l u e b e i n g a t t a c h e d t o t e c h n i c a l and i n d u s t r i a l 

p r o g r e s s a l s o a p p e a r s i n A y r e s ' work as a v e r s i o n o f Dewey's 

i n s t r u m e n t a l i s m , and s i m i l a r i d e a s can be l o c a t e d i n T u g w e l l , 

and t o a l e s s e r e x t e n t i n M i t c h e l l . Commons' l o c a t e s v a l u e i n 

t h e c o n c e p t o f r e a s o n a b l e n e s s , a c o n c e p t t h a t c o m b i n e s t h e 

t e c h n i c a l w i t h t h e w o r k a b l e . H a m i l t o n seems t o jump between 

a p u r e l y t e c h n i c a l c r i t e r i o n and one t h a t a l s o i n c l u d e s t h e 

i d e a o f r e a s o n a b l e n e s s . 

These d i f f e r e n c e s have c o n s i d e r a b l e e f f e c t s on how t h e 

economic p r o c e s s i s c o n c e i v e d , w h i c h e l e m e n t s a r e c o n s i d e r e d 

t h e most i m p o r t a n t , and on i d e a s c o n c e r n i n g t h e s o u r c e o f 

economic p r o b l e m s and t h e i r s o l u t i o n . 

The Economic P r o c e s s and i t s P r o b l e m s . 

The m a j o r i t y o f t h e w r i t e r s c o n s i d e r e d h e r e t e n d t o f o l l o w 

t h e V e b l e n i a n c o n c e p t i o n o f t h e economic p r o c e s s as a m a t t e r o f 
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a d i c h o t o m y between t h e t e c h n i c a l and t h e i n s t i t u t i o n a l . I n 

V e b l e n ' s work t h i s has many a s p e c t s , f o r i n s t a n c e i n d u s t r y 

v e r s u s b u s i n e s s , t h e i n d u s t r i a l v e r s u s t h e p e c u n i a r y , and 

workmanship v e r s u s p r e d a t o r y e m u l a t i o n . S i m i l a r i d e a s can be 

f o u n d i n H a m i l t o n as t e c h n i c a l p r o c e s s e s v e r s u s b u s i n e s s o r 

g a n i s a t i o n , i n M i t c h e l l and T u g w e l l as t h e ma k i n g o f goods 

v e r s u s t h e m a k i n g o f money, and i n A y r e s as t h e i n s t r u m e n t a l 

v e r s u s t h e c e r e m o n i a l . 

I n t h i s c o n c e p t i o n o f economic p r o c e s s e s i t i s t e c h n i c a l 

advance t h a t i s seen as t h e p r o g r e s s i v e f a c t o r , p r o v i d i n g t h e 

p o t e n t i a l f o r " e a s i e r c i r c u m s t a n c e s . " I n t e r m s o f t h i s 

p r o g r e s s i v e movement d i f f i c u l t i e s a r i s e p r i n c i p a l l y because 

o f c e r t a i n i n s t i t u t i o n a l f o r m s w h i c h h i n d e r t h e advance o f 

t e c h n o l o g y , o r i n some way o r a n o t h e r p r e v e n t t h e f u l l and 

e f f i c i e n t use o f r e s o u r c e s . T e c h n o l o g y and i n d u s t r i a l p r o d u c t i o n 

a r e seen as t h e i n s t r u m e n t o f i m p r o v e m e n t , and i t i s t h e r e f o r e 

t h e c o n t i n u a t i o n o f t e c h n o l o g i c a l change and t h e f u l l u t i l i s a t i o n 

o f i n d u s t r i a l t e c h n i q u e and e q u i p m e n t i n a s o c i a l l y a d van

t a g e o u s f a s h i o n t h a t i s t h e p r i m a r y g o a l o f t h e s e i n s t i t u t i o n 

a l ! s t s . 

Not a l l o f t h e w r i t e r s m e n t i o n e d above f o r w a r d t h i s v i e w 

i n q u i t e t h e same way. For M i t c h e l l , t h e b r o a d e r economic 

p r o c e s s i s n o t i n t h e f o r e f r o n t o f h i s a n a l y s i s , a l t h o u g h he 

l e a v e s no d o u b t t h a t economic f l u c t u a t i o n s a r e , a t base, t h e 

p r o d u c t o f t h e i n s t i t u t i o n s o f a money economy. The t e c h n o l o g y / 

i n s t i t u t i o n s d i c h o t o m y i s p u t f o r w a r d w i t h most s t r e n g t h by 

V e b l e n and A y r e s . A y r e s does, a t t i m e s , use a v e r y b r o a d d e f 

i n i t i o n o f t e c h n o l o g y as a n y t h i n g t h a t p a r t a k e s o f an i n s t r u m e n t a l 

c h a r a c t e r , b u t t h e r e can be l i t t l e d o u b t t h a t h i s main e m p h a s i s 



i s on t h e p r o g r e s s i v e n a t u r e o f s c i e n t i f i c k n o w l e d g e and 

t e c h n o l o g y as more u s u a l l y u n d e r s t o o d . 

Commons' work p r o v i d e s a d i f f e r e n t and more complex 

p i c t u r e , and a l t h o u g h t h e d i f f e r e n c e s a r e sometimes o n l y o f 

d e f i n i t i o n and e m p h a s i s , t h e r e a r e s u b s t a n t i v e p o i n t s a t i s s u e 

The t e c h n o l o g y / i n s t i t u t i o n s d i c h o t o m y i s v i s i b l e i n Commons' 

work, p a r t i c u l a r l y i n h i s p a r t - p r i n c i p l e s o f e f f i c i e n c y and 

s c a r c i t y , b u t t h e whole i s made up o f o t h e r p a r t - p r i n c i p l e s 

as w e l l ( s o v e r e i g n t y , w o r k i n g r u l e s , and f u t u r i t y ) and i s 

summed up i n t h e p r i n c i p l e o f w i l l i n g n e s s . For Commons t h e 

economic p r o c e s s i s n o t s i m p l y one o f t e c h n o l o g y as a g a i n s t 

i n s t i t u t i o n s , b u t i s one o f c h a n g i n g c o n d i t i o n s l e a d i n g t o new 

economic i n t e r e s t s , c o n f l i c t s o f i n t e r e s t , and p r o b l e m s , w h i c h 

f o r " p r o g r e s s " t o o c c u r must be r e s o l v e d i n a c o n t i n u i n g 

a d j u s t m e n t t o " w o r k a b l e m u t u a l i t y . " P r o g r e s s i s t h e r e f o r e 

c o n t i n u e d p r o b l e m s o l v i n g i n t h e sense o f p r o v i d i n g f o r t h e 

r e s o l u t i o n o f c o n f l i c t s and r e a s o n a b l e a d j u s t m e n t . The i d e a 

o f t e c h n o l o g i c a l e f f i c i e n c y does n o t d o m i n a t e Commons' work t o 

t h e same e x t e n t as i t does o t h e r i n s t i t u t i o n a l i s t w r i t i n g s . 

What i s i m p o r t a n t t o Commons i s economic i n t e r e s t s , t h e i r ex

p r e s s i o n , and t h e i r r e s o l u t i o n . I n t h i s p r o c e s s t h e l e g a l 

s y s t e m p l a y s a key r o l e . 

Commons a l s o v i e w s t h e i n s t i t u t i o n a l s t r u c t u r e as more 

f l e x i b l e and p o t e n t i a l l y c r e a t i v e t h a n most o t h e r i n s t i t u t i o n 

a l i s t s . He a r g u e s t h a t a change i n c o n d i t i o n s w h i c h c r e a t e s 

a new i n t e r e s t w i l l t e n d t o r e s u l t i n new i n s t i t u t i o n a l f o r m s . 

An i n s t i t u t i o n f o r Commons i s c o l l e c t i v e a c t i o n i n c o n t r o l , 

l i b e r a t i o n , and e x p a n s i o n , o f i n d i v i d u a l a c t i o n , and v o l u n t a r y 

c o l l e c t i v e a c t i o n i s g i v e n a r o l e i n Commons' work t h a t i s 
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e n t i r e l y a b s e n t f r o m most o t h e r i n s t i t u t i o n a l i s t 1 s work. 

A g a i n , p a r t o f t h i s d i f f e r e n c e i s d e f i n i t i o n a l . For i n s t a n c e , 

what f o r Commons a r e new i n s t i t u t i o n a l f o r m s a r e f o r A y r e s 

i n s t r u m e n t a l i t i e s , n o t i n s t i t u t i o n s ; b u t Commons' a p p r o a c h 

a v o i d s t h e t a u t o l o g y e v i d e n t i n A y r e s ' d e f i n i t i o n , and does 

g i v e a l a r g e r p a r t t o v o l u n t a r y c o l l e c t i v e a c t i o n . 

Thus, w h i l e most i n s t i t u t i o n a l i s t s can a g r e e t h a t p r o b l e m s 

a r i s e f r o m a l a c k o f a d j u s t m e n t o r f r o m t h e power o f v e s t e d 

i n t e r e s t s , t h e r e a r e d i f f e r e n c e s i n t h e t r e a t m e n t o f c e r t a i n 

p r o b l e m s and i n t h e p r o p o s e d s o l u t i o n s . The t r e a t m e n t o f u n i o n s 

p r o v i d e s a good example. l/e b l e n and some o t h e r s r e g a r d u n i o n s 

o f t h e b u s i n e s s u n i o n t y p e as s i m p l y a n o t h e r e x p r e s s i o n o f 

p e c u n i a r y b e h a v i o u r , an a t t e m p t t o g a i n m onopoly power, w h i c h 

may a l s o h i n d e r t e c h n i c a l e f f i c i e n c y . Commons r e g a r d s u n i o n s 

as c o l l e c t i v e a c t i o n t o p r o t e c t t h e i n t e r e s t s o f w o r k e r s , a 

s o u r c e o f c o u n t e r v a i l i n g power t o b a l a n c e t h e power o f e m p l o y e r s , 

and sees i n c o l l e c t i v e b a r g a i n i n g t h e b e g i n n i n g s o f an " i n d u s t r i a l 

g o v e r n m e n t " c a p a b l e o f t h e c o n t r o l o f b u s i n e s s p r a c t i c e s w i t h o u t 

v e r y much i n t h e way o f d i r e c t g o v e r n m e n t i n v o l v e m e n t . A n o t h e r 

i n t e r e s t i n g d i f f e r e n c e i s Commons' r e l a t i v e l a c k o f c o n c e r n 

o v e r i s s u e s such as a d v e r t i s i n g , and t h e b a s i s o f c o n s u m p t i o n 

c h o i c e s . Commons' f r a m e w o r k does n o t p r o v i d e t h e b a s i s f o r 

c r i t i c i s m o f t h o s e t h i n g s t h a t t h e more t e c h n i c a l a p p r o a c h o f 

o t h e r i n s t i t u t i o n a l i s t s d o e s . On t h e o t h e r hand, Commons' d i s 

p l a y s g r e a t c o n c e r n o v e r t h e " e t h i c a l p l a n e o f c o m p e t i t i o n , " 

w h i c h i s a b s e n t f r o m t h e work o f most o t h e r i n s t i t u t i o n a l i s t s . 

The most i m p o r t a n t d i f f e r e n c e i s , p e r h a p s , t o be f o u n d 

i n t h e a t t i t u d e t o w a r d s g o v e r n m e n t i n t e r v e n t i o n and most 

p a r t i c u l a r l y t o w a r d g o v e r n m e n t p l a n n i n g o f t h e economy. I n 



Commons' work t h e r o l e o f g o v e r n m e n t i s t o p r o v i d e e n c o u r a g e m e n t 

f o r t h e f o r m a t i o n o f v o l u n t a r y c o l l e c t i v e s e x p r e s s i n g l e g i t i m a t e 

e c o n o m i c i n t e r e s t s , t o p r o v i d e f o r t h e r e d u c t i o n o f c o n f l i c t s , 

t o p r o v i d e a g e n c i e s o f c o n t r o l where no v o l u n t a r y c o l l e c t i v e s 

can a r i s e , and t o r e g u l a t e t h e r u l e s o f t h e game t h r o u g h 

l e g i s l a t i o n a f f e c t i n g t h e r i g h t s and r e s p o n s i b i l i t i e s o f economic 

a c t o r s . O t h e r i n s t i t u t i o n a l i s t s , p a r t i c u l a r l y M i t c h e l l , T u g w e l l , 

G ruchy, G a l b r a i t h , and, t o a s m a l l e r e x t e n t , A y r e s , g i v e g o v e r n 

ment a much l a r g e r r o l e i n economic management. W i t h t h e i r v i e w 

o f t h e r e l a t i v e i n a b i l i t y o f t h e i n s t i t u t i o n a l f r a m e w o r k t o 

a d j u s t by i t s e l f and t h e i r e m p h a s i s on t e c h n i c a l r e q u i r e m e n t s , 

t h e y t e n d t o w a r d an e s p o u s a l o f economic p l a n n i n g . Commons, i t 

s h o u l d be n o t e d , opposed economic p l a n n i n g on t h e g r o u n d s t h a t 

i t may r e d u c e t h e f l e x i b i l i t y o f t h e s y s t e m . 

I l l Groups o f I n s t i t u t i o n a l i s t s . 

From t h e above i t i s now p o s s i b l e t o a r g u e t h a t w h i l e 

c e r t a i n a s p e c t s o f i n s t i t u t i o n a l i s t t h o u g h t a r e common t o a l l 

i n s t i t u t i o n a l i s t s , t h e r e a r e o t h e r a s p e c t s w h i c h v a r y among 

i n s t i t u t i o n a l i s t w r i t e r s . V e b l e n l a c k s any e x p l i c i t r e f o r m i s m 

and u t i l i s e s an i n s t i n c t p s y c h o l o g y , w h i l e o t h e r i n s t i t u t i o n a l i s t s 

a r e p r a g m a t i s t s and b e h a v i o u r i s t s . A y r e s and V e b l e n use an 

e l e m e n t o f t e c h n o l o g i c a l d e t e r m i n i s m l a c k i n g f r o m t h e work o f 

o t h e r s . H a m i l t o n , H o x i e , and M i t c h e l l f o l l o w a p r o b l e m - c e n t e r e d 

m e t h o d , w h i l e V e b l e n , A y r e s , and T u g w e l l , a r e more i n t e r e s t e d 

i n b r o a d g e n e r a l i s a t i o n s a b o u t t h e n a t u r e o f t h e economic p r o c e s s 

t h a n i n d e t a i l e d e m p i r i c a l i n v e s t i g a t i o n o f p a r t i c u l a r p r o b l e m s . 

Most i n s t i t u t i o n a l i s t s u t i l i s e a v a l u e t h e o r y based on a t e c h 

n o l o g i c a l d e f i n i t i o n o f t h e i n s t r u m e n t a l 1 y n e c e s s a r y , w h i l e 

Commons f o l l o w s a v a l u e t h e o r y based on r e a s o n a b l e n e s s . 
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I t may t h e r e f o r e be j u s t i f i a b l e t o v i e w i n s t i t u t i o n a l i s m 

a s a b r o a d t r a d i t i o n o f t h o u g h t h e l d t o g e t h e r by t h e a t t a c h m e n t 

t o t h e common e l e m e n t s o u t l i n e d above, b u t d i v i s i b l e i n t o a 

number o f d i f f e r e n t g r o u p s . F i r s t , and p e r h a p s most o b v i o u s l y , 

t h e r e i s t h e g r o u p w h i c h f o r m e d a r o u n d 3.R. Commons. T h i s 

g r o u p can be i d e n t i f i e d by i t s i n t e r e s t i n l a b o u r p r o b l e m s , t h e 

r e l a t i o n s h i p b e t w e e n l a w and e c o n o m i c s , and i t s a c c e p t a n c e o f 

Commons' v i e w s on t h e r o l e o f v o l u n t a r y c o l l e c t i v e s . T h e r e i s 

l i t t l e r e f e r e n c e made t o t e c h n o l o g i c a l f a c t o r s , b u t c o n s i d e r a b l e 

s t r e s s i s p l a c e d on t h e r o l e o f l a w , on t h e s t r u c t u r e o f power, 

and t h e d e t e r m i n a n t s o f g o v e r n m e n t a c t i o n . The t h e o r y o f v a l u e 

u t i l i s e d i s i n s t r u m e n t a l , b u t based on Commons' i d e a o f 

r e a s o n a b l e n e s s r a t h e r t h a n on t h e more t e c h n o l o g i c a l v e r s i o n s 

o f l/eblen o r A y r e s . T h e r e i s a l s o a s t r o n g r e g i o n a l e l e m e n t i n 

t h i s g r o u p , as many o f i t s members a r e a s s o c i a t e d w i t h t h e 

U n i v e r s i t y o f W i s c o n s i n . W r i t e r s such as E.E. W i t t e , 5. P e r l m a n , 

S. S l i c h t e r , and most r e c e n t l y W. Samuels c o u l d be i n c l u d e d i n 

t h i s g r o u p , and i t s r o o t s can be t r a c e d back t o R.T. E l y , and 

H.C. Adams. 

Second, t h e r e i s t h e gr o u p t h a t f o r m e d a r o u n d A y r e s a t t h e 

U n i v e r s i t y o f Texas and o t h e r i n s t i t u t i o n s i n t h e s o u t h w e s t e r n 

U n i t e d S t a t e s . As A y r e s has p a r t i c u l a r l y c l o s e l i n k s w i t h 

U e b l e n , t h e r e i s some j u s t i f i c a t i o n f o r c a l l i n g t h i s g r o u p t h e 

U e b l e n / A y r e s w i n g o f i n s t i t u t i o n a l i s m . T h i s g r o u p h e a v i l y 

e m p h a s i s e s t e c h n o l o g y as t h e p r o g r e s s i v e f a c t o r , t e n d s t o be 

more d e t e r m i n i s t i c t h a n t h o s e o f t h e Commons' g r o u p , uses a 

t e c h n o l o g i c a l v e r s i o n o f i n s t r u m e n t a l i s m , and g i v e s g o v e r n m e n t 

a l a r g e r r o l e i n t h e p r o c e s s o f a d j u s t m e n t t h a n t h e Commons' 

g r o u p . T h i s g r o u p would i n c l u d e A y r e s , D. H a m i l t o n , De G r e g o r i , 
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W. Gordon, and c o u l d be expanded t o i n c l u d e o t h e r s o f s i m i l a r 

i n c l i n a t i o n such as G a l b r a i t h , T u g w e l l , and G r u c h y . For t h i s 

g r o u p i t i s V e b l e n who i s t h e f o u n d i n g f a t h e r o f i n s t i t u t i o n 

a l ! sm . 

T h i r d , t h e r e a r e t h o s e who f o l l o w e d a more d e s c r i p t i v e 

case s t u d y a p p r o a c h and d i d r e l a t i v e l y l i t t l e i n t e r m s o f 

p r o v i d i n g any g e n e r a l i s a t i o n s c o n c e r n i n g t h e n a t u r e o f t h e 

economic p r o c e s s . T h i s g r o u p c o u l d be s u b - d i v i d e d i n t o t h o s e 

o f a q u a n t i t a t i v e b e n t , such as M i t c h e l l , and F.C. M i l l s , and 

t h o s e who t o o k a more d e s c r i p t i v e a p p r o a c h such as H a m i l t o n 

and H o x i e among o t h e r s . These w r i t e r s s h a r e a common e l e m e n t 

w i t h t h e l / e b l e n / A y r e s t r a d i t i o n i n t h e sense t h a t t e c h n o l o g y 

i s v i e w e d as p r o g r e s s i v e and t h e t e c h n o l o g y / i n s t i t u t i o n s 

d i c h o t o m y i s o f t e n v i s i b l e i n t h e b a c k g r o u n d o f t h e i r s t u d i e s . 

T h i s taxonomy i s n o t i n c l u s i v e o f a l l i n s t i t u t i o n a l i s t 

w r i t e r s ; as w i t h any t r a d i t i o n o f t h o u g h t t h a t l a y s l i t t l e 

e m p h a s i s on l o g i c a l r i g o r and t h e e m p i r i c a l t e s t i n g o f s p e c i f i c 

p r e d i c t i o n s , t h e r e a r e bound t o be i n d i v i d u a l s who d e v e l o p 

t h e i r own p a r t i c u l a r s y n t h e s e s . N e v e r t h e l e s s , most i m p o r t a n t 

i n s t i t u t i o n a l i s t w r i t e r s can be i n c l u d e d i n t h e t h r e e c a t e g o r i e s 

o u t l i n e d above, and i t s h o u l d be n o t e d t h a t t h e Commons' t r a d i t i o n 

and t h e V/eblen/Ayres' t r a d i t i o n a r e s t i l l v e r y a c t i v e t o d a y . 

I n d e e d t h e c o n f l i c t s b etween t h e s e two g r o u p s must be g r a s p e d 

b e f o r e a f u l l u n d e r s t a n d i n g can be r e a c h e d o f some o f t h e 

l i t e r a t u r e on i n s t i t u t i o n a l i s m . For i n s t a n c e , A l l a n G r u c h y ' s 

work, a t t e m p t s t o f o r w a r d what has been c a l l e d h e r e t h e l / e b l e n / 

A y r e s ' a p p r o a c h and t o c l a s s i f y w r i t e r s such as W i t t e and Samuels 

as " d e v i a n t i n s t i t u t i o n a l i s t s . " 



IV I s T h e r e a I M e o - I n s t i t u t i o n a l i s m ? 

As n o t e d i n t h e c h a p t e r on A y r e s t h e t e r m n e o - i n s t i t u t i o n -

a l i s m has been used i n a v a r i e t y o f ways. Most f r e q u e n t l y i t 

i s used t o r e f e r t o A y r e s and h i s i m m e d i a t e f o l l o w e r s , a l t h o u g h 

A l l a n Gruchy has u t i l i s e d t h e t e r m i n a d i f f e r e n t f a s h i o n , 

i n c l u d i n g A y r e s , G a l b r a i t h , M y r d a l , and Colm as n e o - i n s t i t u t i o n ' 

a l i s t s . The f i r s t d e f i n i t i o n can o n l y be m a i n t a i n e d i f i n 

s t i t u t i o n a l i s m i s d e f i n e d as l / e b l e n i s m , w h i l e G r u c h y ' s use o f 

t h e t e r m i s e n t i r e l y p u z z l i n g . Gruchy i m p l i e s a " m a i n s t r e a m " 

i n s t i t u t i o n a l i s m l i n k e d t o t h e V e b l e n i a n c o n c e p t o f p r o c e s s , 

a l t h o u g h e x a c t l y why he c a l l s t h e more r e c e n t e x p o n e n t s o f t h i s 

t r a d i t i o n n e o - i n s t i t u t i o n a l i s t s i s l e f t u n c l e a r . As i n d i c a t e d 

above h i s s t a t e d c r i t e r i a h a r d l y seem t o f i t t h e c a s e . 

The t e r m n e o - i n s t i t u t i o n a l i s m a p p e a r s t o have become t h e 

p r o p e r t y o f t h o s e i n t h e V e b l e n / A y r e s t r a d i t i o n , and as such 

i t i s sometimes used as p a r t o f an a t t e m p t t o deny l e g i t i m a c y 

t o t h e p r o p o n e n t s o f o t h e r s u b - g r o u p s w i t h i n i n s t i t u t i o n a l i s m , 

most o b v i o u s l y w r i t e r s i n t h e Commons' t r a d i t i o n . N e v e r t h e l e s s 

i f i n s t i t u t i o n a l i s m were c l o s e l y i d e n t i f i e d w i t h Commons' 

c o n c e p t o f t h e economic p r o c e s s we c o u l d , p e r h a p s , c a l l Warren 
1 

Samuels a n e o - i n s t i t u t i o n a l i s t . Thus, we c o u l d i d e n t i f y a 

s e r i e s o f n e o - i n s t i t u t i o n a l i s t g r o u p s c o r r e s p o n d i n g t o t h e 

g r o u p s o f i n s t i t u t i o n a l i s t s i d e n t i f i e d e a r l i e r . However, as 

l o n g as i n s t i t u t i o n a l i s m i s d e f i n e d as c o n s i s t i n g o f t h o s e who 

1. Dn t h e g r o u n d s t h a t he has m o d i f i e d Commons' p o s i t i o n 
by i n s i s t i n g on a c l e a r d i s t i n c t i o n between t h e p o s i t i v e and t h 
n o r m a t i v e , and does n o t u t i l i s e Commons' work on t y p e s o f t r a n s 
a c t i o n s . 
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a c c e p t t h e common e l e m e n t s o u t l i n e d above t h e r e does n o t 

a p p e a r t o be a p a r t i c u l a r l y good case f o r u s i n g t h e t e r m a t 

a l l . 

\l I n s t i t u t i o n a l i s m and O r t h o d o x Economics. 

The a t t i t u d e o f i n s t i t u t i o n a l i s t e c o n o m i s t s t o o r t h o d o x 

economic t h e o r y i s a l s o an a r e a o f some c o n f u s i o n . Some 

w r i t e r s c l a i m t h a t i n s t i t u t i o n a l i s m i s c o m p l e m e n t a r y t o o r t h o d o x 

e c o n o m i c s , w h i l e o t h e r s a r g u e t h a t i n s t i t u t i o n a l i s m competes 

w i t h t h e o r t h o d o x t r a d i t i o n . 

I n s t i t u t i o n a l i s t s r a r e l y a t t a c k t h e i n t e r n a l l o g i c a l c on

s i s t e n c y o f o r t h o d o x e c o n o m i c s . They do n o t a r g u e t h a t , f o r 

i n s t a n c e , t h e o r t h o d o x t h e o r y o f p e r f e c t c o m p e t i t i o n , g i v e n i t s 

a s s u m p t i o n s , i s i n c o r r e c t . I n t h i s way some i n s t i t u t i o n a l i s t s 

have a r g u e d t h a t i n s t i t u t i o n a l i s m does n o t seek t o r e p l a c e 

o r t h o d o x t h e o r y , a t l e a s t as f a r as i t goes, b u t seeks t o move 

beyond i t and c o n s i d e r i s s u e s t h a t t h e o r t h o d o x t r a d i t i o n 
2 

u s u a l l y r e g a r d s as beyond i t s s c o p e . For i n s t a n c e , when t h e 

o r t h o d o x e c o n o m i s t a r g u e s t h a t t h e m a r k e t a l l o c a t e s r e s o u r c e s , 

t h e i n s t i t u t i o n a l i s t w o u l d r e p l y t h a t t o u n d e r s t a n d f u l l y t h e 

p r o c e s s o f a l l o c a t i o n i t i s n e c e s s a r y t o go beyond t h e m a r k e t 

and i n v e s t i g a t e t h e f o r c e s t h a t shape t h e p a t t e r n o f e f f e c t i v e 

demand and t h e t e c h n o l o g i c a l and i n s t i t u t i o n a l c o n d i t i o n s o f 

p r o d u c t i o n , i n o t h e r words t h e u n d e r l y i n g i n s t i t u t i o n a l , t e c h 

n i c a l , and l e g a l f a c t o r s . T h i s comes down, v e r y l a r g e l y , t o 

a m a t t e r o f t h e q u e s t i o n t h a t i s b e i n g a s k e d . I s i t how r e s o u r c e s 

2. See f o r i n s t a n c e A. Gruc h y , C o n t e m p o r a r y Economic 
T h o u g h t , pp.299-310. 



a r e a l l o c a t e d giv/en a p a r t i c u l a r i n s t i t u t i o n a l , l e g a l , and 

power s t r u c t u r e , and a g i v e n l e v e l o f t e c h n o l o g i c a l k n o w l e d g e , 

o r i s i t how t h e i n s t i t u t i o n a l , l e g a l , and power s t r u c t u r e , 

a f f e c t s and i s a f f e c t e d by t e c h n i c a l and economic c o n d i t i o n s ? 

The two q u e s t i o n s a r e c e r t a i n l y n o t m u t u a l l y e x c l u s i v e , and 

b o t h a r e o f o b v i o u s i m p o r t a n c e . 

I f t h i s were a l l t h e n t h e c o n c l u s i o n w o u l d be t h a t i n -

s t i t u t i o n a l i s m and o r t h o d o x e c o n o m i c s do n o t compete. But i n -

s t i t u t i o n a l i s t s have o t h e r c r i t i c i s m s o f t h e o r t h o d o x t r a d i t i o n 

w h i c h do c o n s t i t u t e a d i r e c t a t t a c k on o r t h o d o x m e t h o d o l o g y 

and e p i s t e m o l o g y . On t h e s e i s s u e s i n s t i t u t i o n a l i s m can o n l y 

be seen as i n c o m p e t i t i o n w i t h o r t h o d o x e c o n o m i c s . 

As n o t e d above i n s t i t u t i o n a l i s t s f o l l o w a m e t h o d o l o g y op

posed t o a b s t r a c t a p r i o r i model b u i l d i n g , and a d o p t a p r a g m a t i c 

and i n s t r u m e n t a l t h e o r y o f v a l u e and s o c i a l w e l f a r e . O r t h o d o x 

e c o n o m i c s i s g e n e r a l l y i d e n t i f i e d w i t h a d e d u c t i v e m e t h o d o l o g y , 

l o c a t e s v a l u e i n t h e w i l l i n g n e s s t o pay o f i n d i v i d u a l c onsumers 

o r u s e r s , and d e f i n e s a maximum o f s o c i a l w e l f a r e as a p o s i t i o n 

where no one can be made s u b j e c t i v e l y b e t t e r o f f w i t h o u t m a k i n g 

someone e l s e s u b j e c t i v e l y worse o f f . 

The i n s t i t u t i o n a l i s t c r i t i q u e o f o r t h o d o x e c o n o m i c s d i v i d e s 

i n t o two p a r t s . The f i r s t c o n c e n t r a t e s on what i n s t i t u t i o n a l i s t 

see as t h e u n r e a l i t y o f t h e o r t h o d o x m o d e l s , and t h e second 

c o n c e n t r a t e s on t h e n o r m a t i v e b i a s w h i c h i n s t i t u t i o n a l i s t s m a i n 

t a i n e x i s t s w i t h i n o r t h o d o x e c o n o m i c s . 

On t h e f i r s t i s s u e t h e a r g u m e n t s a p p e a r t o be based on t h e 

a p r i o r i n a t u r e o f o r t h o d o x t h e o r i s i n g . For many i n s t i t u t i o n 

a l i s t s t h e o r t h o d o x t r a d i t i o n has p l a c e d more emp h a s i s on 



l o g i c a l c o n s i s t e n c y t h a n on r e a l i s m o r r e l e v a n c e . T h e i r 

t e c h n i q u e s have r e s u l t e d i n a h i g h l y a b s t r a c t t h e o r e t i c a l 

s t r u c t u r e t h a t has t h e t h e o r y o f p e r f e c t c o m p e t i t i o n as i t s 

c o r e , a t h e o r y t h a t , f o r i n s t i t u t i o n a 1 i s t s , i s n e i t h e r an 

a c c u r a t e d e s c r i p t i o n o f economic r e a l i t y , n o r a sound b a s i s 

f o r p o l i c y p r e d i c t i o n s . A l t h o u g h t h e i n s t i t u t i o n a l i s t does 

n o t a t t a c k t h e l o g i c a l c o n s i s t e n c y o f o r t h o d o x e c o n o m i c s , t h e 

f r e q u e n t r e f e r e n c e s t o t h e need t o r e f o r m u l a t e e c o n o m i c s and 

t h e d e r o g a t o r y r e f e r e n c e s t o " a b s t r a c t i o n " and t h e use o f 

" i s o l a t e d a s s u m p t i o n s , " make i t c l e a r t h a t i n s t i t u t i o n a l i s t s 

seek t o do more t h a n s i m p l y e x t e n d o r t h o d o x a n a l y s i s . As 

a g a i n s t t h e a b s t r a c t i o n and u n r e a l i t y o f t h e o r t h o d o x y i n s 

t i t u t i o n a l i s t s p r o p o s e t h e i r own p r a g m a t i c m e t h o d o l o g y w i t h 

i t s e m phasis on f a c t , on s o l v i n g p r a c t i c a l p r o b l e m s , and on 

e x p e r i m e n t a l i s m . 

The second i s s u e i s p u r s u e d most o b v i o u s l y by l / e b l e n and 

A y r e s , b u t i t i s a l s o i m p l i e d i n t h e work o f v i r t u a l l y a l l 

o t h e r i n s t i t u t i o n a l i s t s , as none a c c e p t s t h e o r t h o d o x v a l u e 

t h e o r y o r d e f i n i t i o n o f s o c i a l w e l f a r e . A g r e a t d e a l o f t h i s 

a r g u m ent c o n c e r n s i t s e l f w i t h t h e p r e d o m i n a n c e g i v e n t o t h e 

i d e a o f t h e r a t i o n a l , s e l f - i n t e r e s t e d , i n d i v i d u a l i n o r t h o d o x 

t h e o r y . I n s t i t u t i o n a l i s t s a r g u e t h a t t h i s amounts t o a c c e p t i n g 

a c e r t a i n a b s o l u t e o r m e t a p h y s i c a l c o n c e p t i o n o f human n a t u r e , 

r a t h e r t h a n one based on t h e i n v e s t i g a t i o n s o f "modern p s y c h o l o g y 

The p a t t e r n o f i n d i v i d u a l w ants i s t a k e n as g i v e n and as t h e 

end t o w a r d w h i c h economic a c t i v i t y s h o u l d be d i r e c t e d . O r t h o d o x 

t h e o r y assumes " t h e e t h i c a l u l t i m a c y o f t h e i n d i v i d u a l , " and 

a r o u n d t h i s c o n s t r u c t s a n o r m a t i v e l y b i a s e d d e f e n c e o f f r e e 

m a r k e t s . I n s t i t u t i o n a l i s t s a r g u e t h a t o r t h o d o x e c o n o m i c s t e n d s 



t o a p o s i t i o n where a f r e e m a r k e t s y s t e m i s j u s t i f i e d on 

m e t a p h y s i c a l g r o u n d s , g i v i n g i t some v a l u e i n i t s e l f , r a t h e r 

t h a n on t h e b a s i s o f a s t u d y o f t h e o b j e c t i v e c o n s e q u e n c e s o f 

t h e s y s t e m . I n s t i t u t i o n a l i s t s t e n d t o see i n o r t h o d o x t h e o r y 

an i n b u i l t b i a s t o w a r d s l a i s s e z - f a i r e , o r , a t l e a s t , a b i a s 

a g a i n s t any p o l i c y w h i c h w o u l d a l t e r t h e f u n d a m e n t a l s o f t h e 

s y s t e m . O r t h o d o x y p l a y s an a p o l o g e t i c r o l e , and, i n t h e eyes 

o f many i n s t i t u t i o n a l i s t s , i s i t s e l f a m a j o r b a r r i e r t o t h e 

a c c e p t a n c e o f p r a g m a t i c a d j u s t m e n t s , s o m e t h i n g w h i c h must be 

removed o r s u b s t a n t i a l l y a l t e r e d i n o r d e r f o r f u r t h e r " p r o g r e s s " 

t o o c c u r . 

I t must, however, be p o i n t e d o u t t h a t t h e i n s t i t u t i o n a l i s t 

v i e w o f o r t h o d o x y as u n r e a l i s t i c , i r r e l e v a n t , and n o r m a t i v e l y 

b i a s e d i s o v e r d r a w n . Much t h e same can be s a i d f o r t h e i r 

o p i n i o n o f i n s t i t u t i o n a l i s m as more r e a l i s t i c , r e l e v a n t and 

o b j e c t i v e t h a n t h e o r t h o d o x t r a d i t i o n . T h i s i s n o t t o say t h a t 

o r t h o d o x t h e o r y i s w i t h o u t m e t h o d o l o g i c a l p r o b l e m s o r n o r m a t i v e 

b i a s e s , ^ b u t t h e i n s t i t u t i o n a l i s t t e n d s t o o v e r l o o k t h e co n 

t r i b u t i o n s t o p o s i t i v e a n a l y s i s made by o r t h o d o x w r i t e r s and 

t h e f a c t t h a t i n s t i t u t i o n a l i s m a l s o c o n t a i n s m e t h o d o l o g i c a l 

d i f f i c u l t i e s and n o r m a t i v e b i a s e s . I n d e e d , t h e i n s t i t u t i o n a l i s t 

c r i t i c o f o r t h o d o x y seems t o f i n d i t d i f f i c u l t t o a c c e p t t h a t 

o r t h o d o x e c o n o m i s t s do n o t n e c e s s a r i l y r e g a r d t h e i r t h e o r i e s as 

a c c u r a t e d e s c r i p t i o n s o f r e a l i t y , a p p l y t h e i r a b s t r a c t t h e o r i e s 

w i t h c o n s i d e r a b l e c a u t i o n , a r e c o n c e r n e d w i t h t h e p r e d i c t i v e 

3. See f o r i n s t a n c e T.W. H u t c h i s o n , Knowledge and I g n o r a n c e 
i n Economics ( C h i c a g o , 1 9 7 7 ) . 
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power o f t h e i r t h e o r i e s , and most o f t e n t a k e an e n t i r e l y 

p r a g m a t i c a t t i t u d e t o g o v e r n m e n t i n t e r v e n t i o n . I t i s n o t 

s u r p r i s i n g t h a t i n t h e i n s t i t u t i o n a l i s t l i t e r a t u r e o r t h o d o x 

e c o n o m i c s i s u s u a l l y p r e s e n t e d as i f n o t h i n g had changed 

s i n c e t h e c l e r i c a l s c h o o l . I n s t i t u t i o n a l i s t s a p p e a r u n w i l l i n g 

t o r e c o g n i s e t h a t o p p o s i t i o n t o any p a r t i c u l a r e x p a n s i o n o f 

g o v e r n m e n t i n t e r v e n t i o n o r " s o c i a l c o n t r o l " may be due t o a 

c l o s e e x a m i n a t i o n o f t h e i n e f f i c i e n c i e s and a d v e r s e con

sequences t h a t may accompany such i n t e r v e n t i o n , r a t h e r t h a n 

an o v e r r i d i n g p h i l o s o p h i c a l commitment t o l i b e r a l i n d i v i d u a l i s m . 

N e v e r t h e l e s s , d e s p i t e t h e o v e r s t a t e m e n t s i n t h e i n s t i t u t i o n a l i s t 

c r i t i q u e o f o r t h o d o x y i t i s c l e a r t h a t t h e r e a r e f u n d a m e n t a l 

c o n f l i c t s between t h e tuuo t r a d i t i o n s o f t h o u g h t i n t h e a r e a s 

o f m e t h o d o l o g y and v a l u e t h e o r y . 

1/1 The D e v e l o p m e n t and P r o s p e c t s o f I n s t i t u t i o n a 1 ism . 

I n s t i t u t i o n a l i s m d e v e l o p e d o u t o f t h e i m p a c t o f e v o l u t i o n i s m , 

h i s t o r i c i s m , and p r a g m a t i s m on A m e r i c a n t h o u g h t a r o u n d t h e 

t u r n o f t h e c e n t u r y . A l t h o u g h t h e i n f l u e n c e o f "new s c h o o l " 

w r i t e r s i s c l e a r l y e v i d e n t , p a r t i c u l a r l y i n t h e work o f J.R. 

Commons, i t i s a m i s t a k e t o r e g a r d i n s t i t u t i o n a l i s m as s i m p l y 

h i s t o r i c i s m i n A m e r i c a n d r e s s . Such a v i e w i g n o r e s t h e i m p o r t a n c e 

o f p r a g m a t i s m , t h e i n f l u e n c e o f e v o l u t i o n a r y s o c i o l o g i s t s , s uch 

as W.G. Sumner, t h e n a t i o n a l i s t s c h o o l , and t h e d o gmatism 

e v i d e n t i n many o f t h e o r t h o d o x works o f t h e p e r i o d . 

I n s t i t u t i o n a l i s m grew r a p i d l y and r e a c h e d a peak i n t h e 

1920's and 1930's, b u t i t s p o p u l a r i t y c a n n o t be a s c r i b e d t o any 

g r e a t t h e o r e t i c a l a c h i e v e m e n t s . The i n i t i a l s u c c e s s o f i n 

s t i t u t i o n a l i s m can o n l y be e x p l a i n e d by t h e f a c t t h a t i t was i n 

t u n e w i t h t h e i n t e l l e c t u a l t e m p e r o f t h e t i m e and h e l d o u t t h e 
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p r o m i s e o f new a d v a n c e s . I n o t h e r w o r d s , i t a p p e a r e d t o 

c o n t a i n a r e s e a r c h programme w i t h new and e x c i t i n g p o s s i b i l i t i e s . 

I n s t i t u t i o n a l i s n n , h owever, f a i l e d t o l i v e up t o i t s e a r l y 

p r o m i s e , and w i t h t h e d e v e l o p m e n t s i n t h e o r t h o d o x t r a d i t i o n , 

i t s i m p o r t a n c e began t o d e c l i n e . I t s r e c e n t r e s u r g e n c e can 

be seen more as a r e a c t i o n t o a p e r c e i v e d f a i l u r e on t h e p a r t 

o f o r t h o d o x t h e o r y t o cope w i t h c o n t e m p o r a r y economic p r o b l e m s , 

and a d i s a f f e c t i o n w i t h h i g h l e v e l s o f a b s t r a c t i o n ; t h e "un

r e a l i t y " o f much o f o r t h o d o x t h e o r i s i n g . W h i l e i n s t i t u t i o n a l i s m 

has l i t t l e t o o f f e r i n t h e way o f u s a b l e a l t e r n a t i v e s , i t s 

a p p e a l s t o r e a l i s m , r e l e v a n c e , and p r o b l e m s o l v i n g , may be 

a t t r a c t i v e . 

I n s t i t u t i o n a l i s m has c l e a r l y f a i l e d t o d e v e l o p a s i n g l e , 

commonly h e l d , t h e o r e t i c a l f r a m e w o r k , and as a r g u e d above 

i n s t i t u t i o n a l i s m can b e s t be u n d e r s t o o d as a number o f g r o u p s 

l i n k e d t o g e t h e r by a g e n e r a l c o r e o f i d e a s ; b u t a g e n e r a l c o r e 

t h a t i s t o o vague t o p r o v i d e any f i r m d i r e c t i o n , o r t i g h t 

t h e o r e t i c a l u n i t y . Even w i t h i n t h o s e g r o u p s where some p r o g r e s s 

has been made t o w a r d d e v e l o p i n g g e n e r a l t h e o r e t i c a l i d e a s t h e 

r e s u l t s have n o t been e n t i r e l y s a t i s f a c t o r y . J.R. Commons' 

g e n e r a l f r a m e w o r k i s so c o n v o l u t e d as t o be v i r t u a l l y u s e l e s s 

and o n l y a few e l e m e n t s o f i t have been t a k e n o v e r and d e v e l o p e d 

by o t h e r members o f t h e g r o u p . To be f a i r i t must be a d m i t t e d 

t h a t w i t h i n t h i s g r o u p a d v a n c e s have been made i n t h e a r e a o f 

t r a d e u n i o n t h e o r y and a g r e a t d e a l o f i n t e r e s t i n g d i s c u s s i o n 

p r o d u c e d on t h e d e t e r m i n a n t s o f g o v e r n m e n t a c t i o n and t h e r o l e 

o f l a w . The l / e b l e n / A y r e s g r o u p shows a h i s t o r y o f t h e o r e t i c a l 

d e v e l o p m e n t i n t h e a r e a s o f c y c l e s and d e p r e s s i o n s and, t o a 

l e s s e r e x t e n t , i n t h e f i e l d o f c o r p o r a t e b e h a v i o u r , b u t much o f 
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t h i s work has been s u p e r c e d e d by K e y n e s i a n e c o n o m i c s , o r has 

been d e v e l o p e d i n a more s a t i s f a c t o r y f o r m by o r t h o d o x e c o n o m i s t s . 

On a more g e n e r a l l e v e l t h e l / e b l e n / A y r e s f r a m e w o r k can be 

c r i t i c i s e d f o r i t s heavy t e c h n o l o g i c a l b i a s , i t s s i m p l i s t i c 

d i c h o t o m y between i n s t i t u t i o n s and t e c h n o l o g y , i t s l a c k o f a c o n 

v i n c i n g t h e o r y o f t e c h n i c a l change, and t h e n o r m a t i v e e l e m e n t s 

embedded i n i t s v i e w o f t e c h n o l o g i c a l d e v e l o p m e n t . 

T h i s l a c k o f s u c c e s s may be t r a c e d d i r e c t l y t o t h e ex

t r e m e l y weak m e t h o d o l o g i c a l p o s i t i o n s a d o p t e d by i n s t i t u t i o n 

a l i s t s . They t e n d t o downgrade t h e i m p o r t a n c e o f d e d u c t i o n 

and t h e p u r s u i t o f l o g i c a l r i g o r , and c o r r e s p o n d i n g l y e m p h a s i s e 

t h e r o l e o f o b s e r v a t i o n and " e x p e r i m e n t . " Of c o u r s e , i n s t i t u t i o n 

a l i s t s , even M i t c h e l l , n e v e r abandon t h e o r y a l t o g e t h e r ; ob

v i o u s l y some f r a m e o f r e f e r e n c e i s r e q u i r e d t o s e l e c t d a t a , 

b u t t h e r e i s a t e n d e n c y t o r e g a r d s c i e n t i f i c method as, i n some 

se n s e , " i n d u c t i v e . " Even w i t h such w r i t e r s as V e b l e n and A y r e s 

t h e r e i s a s t r e s s on t h e need f o r a f a c t u a l o r e m p i r i c a l 

" f o u n d a t i o n " f o r t h e o r i s i n g . As Popper has a r g u e d t h e i d e a o f 

s c i e n c e as i n d u c t i v e i s a m y t h ; t h e o r i e s c a n n o t be i n f e r r e d 

f r o m o b s e r v a t i o n a l o n e . What i s more, o b s e r v a t i o n s c a n n o t 

v a l i d a t e a t h e o r y , t h e y can o n l y f u n c t i o n "as t e s t s o f o u r c o n -
4 

j e c t u r e s o r h y p o t h e s e s , i . e . as a t t e m p t e d r e f u t a t i o n s . " 

Dewey's i d e a s o f s c i e n c e as i n s t r u m e n t a l and o f c o n d u c t i n g 

" e x p e r i m e n t s " w i t h p o l i c y i n o r d e r t o o b s e r v e t h e c o n s e q u e n c e s 

a r e a l s o i n a d e q u a t e . On i n s t r u m e n t a l i s m Popper a r g u e s t h a t : 

The p o i n t i s t h a t by n e g l e c t i n g f a l s i f i c a t i o n , and 

4. K. Popper, C o n j e c t u r e s and R e f u t a t i o n s , pp.52-53. 



41 a 

s t r e s s i n g a p p l i c a t i o n , i n s t r u m e n t a l i s m p r o v e s 
~J_ t o be/ o b s c u r a t i s t . . .For it i s o n l y Tin 
s e a r c h i n g f o r r e f u t a t i o n s t h a t s c i e n c e can 
hope t o l e a r n and advance. I t i s o n l y i n con
s i d e r i n g how i t s v a r i o u s t h e o r i e s s t a n d up t o 
t e s t s t h a t i t can d i s t i n g u i s h b etween b e t t e r 
and worse t h e o r i e s and so f i n d a c r i t e r i o n o f 
p r o g r e s s . ̂  

The i n s t r u m e n t a l c r i t e r i o n can n e v e r f a l s i f y a t h e o r y , i t can 

o n l y d i s t i n g u i s h between a p p l i c a t i o n s t h a t do o r do n o t work 

u n d e r p r e v a i l i n g c o n d i t i o n s . What i n s t i t u t i o n a l i s t s i g n o r e i s 

t h e v i t a l r o l e o f r i g o r o u s d e d u c t i v e t h e o r i s i n g i n t h e p r o c e s s 

o f s c i e n t i f i c a d v a n c e : 

o n l y by p u r e l y d e d u c t i v e r e a s o n i n g i s i t pos
s i b l e f o r us t o d i s c o v e r what o u r t h e o r i e s 
i m p l y , and t h u s t o c r i t i c i z e them e f f e c t i v e l y . 
C r i t i c i s m . . . i s an a t t e m p t t o f i n d t h e weak 
s p o t s i n a t h e o r y , and t h e s e , as a r u l e , can 
be f o u n d o n l y i n t h e more r e m o t e l o g i c a l c on
s e q u e n c e s w h i c h can be d e r i v e d f r o m i t . I t 
i s h e r e t h a t p u r e l y l o g i c a l r e a s o n i n g p l a y s 
an i m p o r t a n t p a r t i n s c i e n c e . , 

D 

Some i n s t i t u t i o n a l i s t s , n o t a b l y Warren Samuels, wou l d a g r e e 

t h a t i n s t i t u t i o n a l i s m has f a i l e d t o d e v e l o p any c o n v i n c i n g 

g e n e r a l t h e o r e t i c a l f r a m e w o r k , b u t Samuels' own p r o p o s a l s t o 

b u i l d a new g e n e r a l t h e o r y on t h e b a s i s o f f u r t h e r r e s e a r c h 

and e m p i r i c a l i n v e s t i g a t i o n i n t o c e r t a i n key a r e a s seems l i t t l e 

more t h a n a r e p e t i t i o n o f t h e m e t h o d o l o g i c a l e r r o r s o f h i s 

p r e d e c e s s o r s . 

The h i s t o r y o f i n s t i t u t i o n a l i s m , t h e n , i s t h e h i s t o r y o f 

a t r a d i t i o n o f t h o u g h t t h a t has f a i l e d t o d e v e l o p because o f 

i t s i n t e r n a l m e t h o d o l o g i c a l and e p i s t e m o l o g i c a l weaknesses. 

5. I b i d . , p. 1 13. 
6. I b i d . , p . 5 1 . 



D e s p i t e t h e u n d o u b t e d i n t e r e s t and i m p o r t a n c e o f many o f t h e 

i s s u e s t o w a r d w h i c h i n s t i t u t i o n a l i s t s have d i r e c t e d a t t e n t i o n 

i t i s d i f f i c u l t n o t t o c o n c l u d e t h a t as l o n g as i n s t i t u t i o n 

a l i s t s r e t a i n t h e i r p r e s e n t m e t h o d o l o g i c a l p o s i t i o n s , and 

t h e i r l i n k i n g o f s c i e n c e and v a l u e s , t h e y w i l l r e m a i n u n a b l e 

t o d e v e l o p a s a t i s f a c t o r y t h e o r e t i c a l f r a m e w o r k and w i l l c o n 

t i n u e t o p r o v i d e l i t t l e more t h a n t h e o c c a s i o n a l i n s i g h t . 

What i s more, t h e r e i s l i t t l e e v i d e n c e t h a t i n s t i t u t i o n a l i s t 

i n v e s t i g a t i o n s and c r i t i c i s m s o f o r t h o d o x e c o n o m i c s have had 

any d i r e c t o r v e r y s i g n i f i c a n t i n f l u e n c e on t h e m a i n s t r e a m o f 

economic t h o u g h t . A l t h o u g h i n s t i t u t i o n a l i s t s have o f t e n been 

among t h e f i r s t t o i n v e s t i g a t e new p r o b l e m a r e a s , t h e y have 

n e v e r been a l o n e i n such work, and i t i s t h e o r t h o d o x i n v e s 

t i g a t o r s who have d e v e l o p e d t h e more s y s t e m a t i c t r e a t m e n t s . 

On i s s u e s such as i m p e r f e c t c o m p e t i t i o n , e x t e r n a l i t i e s , unem

p l o y m e n t , and even economic g r o w t h , i n s t i t u t i o n a l i s t s have 

p r o v i d e d l i t t l e o f a s a t i s f a c t o r y n a t u r e . What t h e y have 

p r o v i d e d has f r e q u e n t l y been l o g i c a l l y f a u l t y , e m p i r i c a l l y 

u n t e s t e d o r u n t e s t a b l e , and n o r m a t i v e l y b i a s e d . 
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