Economic History’s Adventure in Italy.
The Difficult Beginning

1.

Many elements and considerations contribute to the theory that, contrary to
popular opinion, interpreting the facts of history from an economic viewpoint
is not a recent idea, belonging at the latest ro the sccond halfl of the nine-
teenth century, but that it dates from much further back, at least from the
eighteenth century.

Firstly, it was in the eighteenth century that interest in studying the history of
economic facts became more widespread. Examples of this kind of study,
which can suggest the beginnings of an economic historiography, are tw be
tound above all in two countries, France and Great Britain, and this is obvi-
ously not fortuitous.

Despite the many wars in which they had been directly or indirectly in-
volved, already ar the beginning of the eighteenth century, but even more so
as the century advanced, France and Great Britain appeared as the most
avant-garde nations in Europe, despite their being in many ways very differ-
ent from each other. Their cultural progress was different;' for most of the
eighteenth century the two states were organised differently; above all, their
economies were different. In actual fact, these were the most economically
advanced nations in Europe; and it is natural that awareness of this progress
and the desire to speed it up led o a greater interest in looking for p()%lb
causes in the past which had hindered or aided advancement.

Conscquently, decadence and progress were often examined. The issue of
decadence attracted attention, above all, because of what was seen in Spain,
the nation against which both France and England had been at war several
times during the course of the sixteenth and sceventeenth centuries. OQnee a
powerful and rich nation, Spain had then plunged into rain, and there was
not the slightest sign of recovery, And Spanish decadence, as David Hume
suggesied,” confirming Jean Bodin's reply to the Seigneur de Malestroit,® was
due to essentially cconomic reasons,

' Cf. B. Fay, L'esprit révolutionnaire ex France ef aux Flats Unis d Ja fin du XVIHeme sigole, (Paris:
Champion, 1925), p. 8.

<1 Fume, Sulla bilancia commerciale, in Discorst politici, (Turin: Baringhieri, 19593, p. 83.

‘1. Bodin's fa Rébponse awx peradoxes du Seigheur de Malestroifwas published in 1569, On it, scc
E. Roll, Storia del pensiero economico, (Turin: Einaudi, 1954), pp. 62 er seg; L. Cinaudi, Saggi
Biblingrafici e storici intorne alle doctrine geconomiche, (Rome: Edizioni di Storia e Letteratura,
1933), pp. 2335 et seg. and the sources quoted therein,
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The issue of decadence appeared to be closely connected with economics,
as in the case of Spain, but a nation’s rise and its power also seemed to have
links with economics, Holland’s spectacular rise was due o its commercial
pre-eminence. Great Britain's history is particularly revealing in this regard.
Still enveloped in darkness in the fifteenth century and for pan of the six-
teenth, Great Britain appeared on the world scene with ever-increasing au-
thority between the end of the sixteenth and the early seventeenth century,
playing 4 decisive role on the Furopean and the extra-European stage. This
amazing rise was connected with the trade that Great Britain had carried out
and continued to carry out in Europe and in various parts of the world, Hence
the importance of being familiar with the history of Great Britain’s trade;
henee, inter alia, Cary's book, which Genovesi, with a keen understanding of
the profound moral lesson it contained for depressed, stagnant Southern
Ttaly, had translated and published himself in Italian.*

The importance attached to the economic factor in understanding phenome-
na such as the decadence and the progress of nations was connected with the
importance that cconomics was acquiring in French and English culture.

It is undeniable that English interest in the study of political economy in-
creased as the country's wealth and the national income increased. Between
the end of the seventeenth century and the first hall of the eighteenth centu-
Iy, economic writings were already [amiliar in Great Britain,® and in fact
reached a peak, launching modern economic science in 1776 with the publi-
cation of Adam Smith’s famous book.”

A similar situation was to be seen in France. Between Law’s banking experi-
ence (1720) and the Revolution we find not only Cantillon’s book™ — which,
although not published then, was written in the years following the bankrupt-
¢y of the Western Company, Law’s great invention and hope — but also all the
waorks of physiocracy.

Moreover, confirmation that French culture in this period already attributed
ever-inereasing importance to material conditions in the history of human vi-
cissitudes is to be seen, not only, though (rom a broader perspective, in
Rousseau’s philosophical writings,” but also in the work of Morelly, whether

' 1. Cary, Storia del commercio defla Gran Bretagna, (Napiles, 1757), with Preface and Note by A Genovesi.
FCE WL Letwin, The Origiay of Scientific Feomomics, (New York: Doubleday Anchor Books, Gasden,
City, 1965, pp. 85 ef seq.

“A. Smith, An Erguiry fnte the Nature and Causes of the Wealth of Nations, 2 vols., (London:
Strahan-Cadell, 1776},

‘R. Cantillon, Essai sur la Nature du Commerce en Général, (Lomdon: Fletcher Gyles, 1759); see the
HMalian translation with Preface by Luigi Cinaudi, Saggio sufla natura del conmmercio in generale,
(Turin: Finaudi, 1955),

FCE ML Leray, Histoire des idées sociales en France. De Montesguicn d Robespierre, (Paris:
Gailirnarc, 1946), pp. 132 of seq.
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he existed or not,” of Ravnal,* of Mably," and above all of Montesquicu, who
was the first to examine the relationships between a nation and its legislation,
emphasising the concept that every civilisution is influenced by the material
forces of the outside world.

There is no doubt that the theory, according to which the physical environ-
ment was considered the key to understanding society’s problems and its
changes, had some harbingers. Apart from Aristotle, authoritative contribu-
tions had been made by Vico, Baron d'Holbach, Hélvetius and Cabanis: writ-
ers who all belong to the period between the mid-seventeenth and the mid-
eighteenth century; in other words the years when, because of the beginnings
of population growth in Burope and in the world as a whole, and because of
the effects of the colonisation of the New World, cconomic resources were
being increasingly exploited, giving rise to a series of innovations in all sec-
1ors of the cconomy, from agriculture to channels of communication (roads
and canals), and from industry 1o commerce.

Every year economic activity increased. This was to be seen, above all, in
certain countries. The others, however, could not remain unaffected in the
face of this growth, and even the most distant countries,” by means of in-
creasing international trade and commerce, were encouraged to participate in
the greater requirements of the markets which were a consequence of the in-
crease in demand.

Far from heing a temporary phenomenon, this situation tended w become
more intense as the years went by, Since the population continued to grow,
and hence, simultancously, so did product supply and demand, improve-
ments in production were put into clfect more or less everywhere, These
seemed more varied and more complex in the more economically advanced
countries, which took on a leading role, utilising and conditioning, totally or
partially, according to circumstances and their own convenicence, the re-
sources of the backward countries. And so power or political supremacy on
the one hand and ability or economic power on the other moved increasingly
closer to each other; this was reinforced by the emergence and the develop-
ment of the process of industrial evolution, or revolution. Alongside the old
historiographical concepts which put the inestimable and unchallengeable di-
vine will (“God, the fount of all our tragedies”) or the overwhelming force of
the hero at the centre and as the mover of human vicissitudes, there emerged
the concept which attributed an increasingly decisive role to the economic

i, pr. 244 et seq.

B ibid., pp. 233 et seq.

b, pp. 230 ef seq.

v Hid., pp. 96 of seq.

»Cf W, Rula, Teoria coonomica del sistema feudale. Proposte di un modello, (Turin: Finaudi,
1972}, pp. 208 ef Seg.

459



Feomomic Historiography and History of Economic thought

factor. Barnes" points out: “The Enlightenment historians spoke about trade,
industry, social life, cultural development and the interrelations between
these forces much more than the old political and theological histories did.”
And this is not all.

During the age of Enlightenment these phenomena, and cconomic phenome-
na in particular, were not spoken about merely fortuitously, in the context of
other nawral and sodial forces which contribute to shaping human destinies:
George Unwin, a master of economic historiography, recognises explicitly that
it was then that economic history was born. “Adam Smith” — Unwin affirms —
“was the first greal cconomic historian”®; “the founder of economic history”
although Vico and Montesquieu had travelled this road before him.™ In Adam
Smith’s writings, Unwin, and not only him, saw “that broad, lucid treatment,
full of constructive observations, which, through a huge mass of obscure de-
tails, resulted in a vivid panorama of European economic development”.”

2.

Smith had managed to combine successfully economic theory and economic
history by studying the causes which had determined the economic progress
of the civilised nations, reaching the conclusion that freedom alene could en-
sure “not only wealth but the unity and the happiness of mankind”, but no
one else went through the door he had thrown open regarding how econom-
ic history was to be conceived. Those who followed on after Smith did not
make use of the historical method; they withdrew increasingly into the ab-
stractness of a generalising logic that did not disdain recourse to the use of
mathematical formulae, and this increased their detachment not only from
Adam Smith, but from the interest and the usefulness that historical-economic
research could have had for the purposes of theoretical advancement. Thus,
economic theory and cconomic history divorced, and in England and France
this meant that cconomic history was defeated and set aside. Nor could it be
rehabilitated as the “Industrial Revolution” made positive progress, in that, by
raising and reinforcing complex industrial, commercial, financial and banking
interests, the Industrial Revolution, distorting and cxaggerating Adam Smith’s
definition ol political economy, contributed to giving political economy the
characteristics of a complete science which, like the physical sciences, had its

" 8. B, Barnes, "Age of the Enlightenment” in M. A Fitzsimons-A. G. Pundt-C. E. Nowell {eds. ),
The Development of Historiograpby, (Port Washington: Kennikat Press, 1967), p. 147; ol also $.
Pollard, The Idea of Progress, History and Society, (London: Watts and Co., 1965), pp. 21 et seq.

¥ In an address (The Alms of Feonomic Histor)) read at the University of Edinburgh in 1908 and
republished in Studies in Kconomic History: The Colflected Papers of George Unwin, odited by R H.
Tawney, (London: Frank Cass and Co., 19663, p. 18.

G Unwin, Some Economic Factors in General Tlistory (1924), republished ibtd, p. 3.

G Unwin, The Aims of Economic History, op. cit., thid,, p. 18,
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own laws, valid at all times and in all places, and for this very reason had no
interest in learning about individual historical experiences. This strained inter-
pretations of Smith’s book, as well as of the writings of Ricardo and his fol-
lowers." This was particularly evident in France, where Bastiat, especially
with his Armonie economiche, believed he had identified the laws that con-
trol, once and for all, the functioning and the course of the economic world.
But this kind of interpretation, and one which was just as lively, was also
be seen in Great Britain where it had even given rise to a school of econemy:
the Manchester School of Economics, Manchester being seething with indus-
trialists yearning for greater freedom in production and commerce.

Both France and England aspired to maintain the leading position (the
English advance being more significant than the French) that circumstances
and a shrewd economic policy had ensured for them. And they wanted to
confirm their international economic superiority by accepting the free-trade
principle when dealing with individual states, despite the fact that this princi-
ple, already in force within France and England, had caused discontent and
disputes, as was seen in the radical and Chartist movements in Great Britain®
and in the flourishing of socialist schools and initiatives in France.”

Concrete interests prevailed over the ideal reasons and over the reservations
and concern that Smith and certain of his followers had often shown regard-
ing the indiscriminate application of free competition, both in relations be-
tween capital and labour and between different geographical and national
areas.” This resulted in a twofold reaction. On the one hand, they wanted to
show that free competition did not at all ensure the wellbeing and the happi-
ness of the greatest number of people; and on the other hand, they wanted to
show that unconditional acceptance of free competition in international rela-
tions meant only perpetuating the leading positiens which some countries
had managed to obtain. And to prove both these theorics, the best method
seemed to be recourse to analysing historical facts rather than unchanging
principles as the French writers and those of the Manchester School wanted
to do.

And so, although in the meantime historical-economic research was carried
out in France and in England,® it was with these two critical approaches to
free-trade “truths” that the path of economic historiography, which had been
blocked, was opened up again, and a movement was started to formulate
theory for it.

=2 CF. 1. Robhins, La teoria della politica economica nella economia pofitica classica inglese, Ttalian
transladon, (Turin: Ttet, 1956), pp. 155 &f seg.

“CF, L. De Rosa, Storia del Curtismo, (Nuples: Pirond, 1967), pp. 45 ef seq.

=P, Louis, Histodre du Soctalisme en France, (Paris: Marcel Rivigre, 1923, pp. 25 &t seq.

L. Robhinsg, op. cit, pp. 33 ot seq.

2(f H. Higgs, Sibliography of Economics, (Cambridge: Cambridge University Press, 1936).
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Both approaches began in Germany where free-trade principles had spread,
Adam Smitlr's works Lad been translated into German. and his theories had
become widespread. After the Napoleonic wars, Prussia had not hesitated 1o
shape her economic policy according to Smith's principles. But after less than
twenty vears, although politically divided into numerous states, Germany had
a single customs union and had very different aims. Friedrich List was the
moving spirit behind the customs vnion. Although he cannot be included in
the group of writers of the old and new German school of history, there is no
doubt that his approach to economic problems was based on history. Unwin
wrote that List represented “the most manifest sign of the reaction that had
been created against Adam Smith's teachings” . Smith had assumed that, once
certain preliminary conditions had been ensured, universal laws existed,
whercas List concluded that every stage of a nation's economic development
called for a particular economic policy, and that the prosperity of the various
European nations had always been proportional to their ability to foresee the
individual stages and to adapt their policy to them. Hence the necessity to
learn about the country’s economic history, and to identify, not only the indi-
vidual phases of development, but also the moments of transition [rom one
phase to another, and why these had been facilitated or delayed.

List's book was published in 1841, but his theories had been circulating for
at least fifteen vears before this date ® A few vears later, however, again in re-
action to the English and French schools, the so-called "old school of eco-
nomic history’ began to be aciive in Germany, though at first without success.
Its main exponents were Bruno Hildebrand, Karl Knies and Wilhelm Roscher.

Of these three, Roscher was the school’s founder: in 1843 he published a
Swmmary of Political Economy Lessons According to the Historical Method,
based on a theory which he developed in more detail in his other books.
Roscher's theory was that every people goes through three cultural stages in
its history: a minimum stage, a middle stage and a maximum stage. Tach stage
has different economic laws, and identical degrees of historical development
have identical economic laws, no matter what people or era was involved.
Hence the uscfulness of the comparative method in political economy, and
the usefulness of comparing the economic institutions of several peoples,
provided they were at the same stage of social development: frem the result-
ing analogies, the law that governed their life could be inferred.

Apart from its importance as far 4s economic theory is concerned, Roscher's
formulation led to a rediscovery of the importance of ceconomic history.
Although based on different criteria, opposed to those of Roscher, a similar

“F List, Das Nazionale System der politischen Ockonomie, 1547,

G, Unwin, “The Aims of Ficonomic TTivtory *in Studies i Ecomontic Mistory, op. cit, p. 27,

*Cf, L Bathagallo, Le origing delly preande industria contemporanea, val. 11, (Florence-venice: La
Nucwa Halia, 1930), pp. 211 &t seq.
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reappraisal is to be found in Hildebrand’s book Die Nationaldkonomie der
Gegenwart wnd Zikunft, published in 1848, where history is presented, not
as a means to verify and perfect existing theories, as in Roscher's books, but
as the means to renew economic science entirely, in the sense of discovering
and examining closely the laws of the economic development of the various
nations.

The third author of this school is Knies. In the book he published in 1853,*
he not only affirmed, as Hildebrand had done, that there were no natural eco-
nomic laws, but he maintained, contrary to Hildebrand’s theory, that there
were not even any laws which regulated the economic development of the
various countrics. According to Knies, political economy constituted merely a
simple history of the prevailing cconomic opinions at different periods, opin-
ions which were connected with each nation’s historical development. Hence
the importance of knowing about and studying closely the economic history
of individual countrics and individual periods.

3.

It was, however, again in Germany, that Karl Marx's writings gave 4 more
decisive drive to the economic interpretation of history. A left-wing follower
of Hegel, a disciple of Feuerbach, as is well-known, and hence a firm believer
in the dialectic method rather than in an absolute system or the “absolute
idea”, Marx was apt to affirm, like Feuerbach, that nature exists indepen-
dently of philosophy, reality being nothing but nature and mankind, and our
religious ideas nothing bur a product of our intellect, and that we are a prod-
uct of nature.” Marx had gradually moved closer to the theory that social in-
stitutions are the result of a development which must be traced in the condi-
tion of material existence ® Therce is no need to dwell on the [act that it was
by analysing economic conditions that Marx came 1 formulate the theory of
scientific socialism. It must be emphasised, as Seligman stated, that although
this Marxist theory of history was based on German philosophy, it was in
France, where it came into contact with the writings of Saint-Simon and
Proudhon, that it began to gain substance and to take shape. It may be said
that in 1845 the Holy Family — the book written in collaboration with
Friedrich Engels — had given birth to this economic interpretation of history,”
and in the controversial reply to Proudhon, The Poverty of Philosopby, with its
insistence on the fact that economic institutions represent historical cate-

“K. Knies, Die politiche Oekonomic vom Standpbunkie der geschichiliche Methode.

# CE F. A, Seligman, 1he Feonomic Mterpretation of History, (Now York: Columbia University
Press, 19630, reprint of the 2+ edition of 1907, pp. 19 et seq.

® Ibid., p. 23.

* f. the quotation #hid., pp. 30-31.
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gories, it had become clearer and more conscious. In explaining that “the
same men who establish social relations according to their material basis also
create principles, ideas and categories according to their social relations. ..
ideas and categorics {which) constitute historic and provisional products™
and that “ancient society, feudal society and bourgeois society are simply ex-
amples of this collective result of the overall relations of production methods,
each of which marks an important step in the historical development of
mankind”,** Marx not only gave his version of the dynamic of history, but also
invited and stimulated others to study economic history. In fact, he wrote
clsewhere that “men create their history, but they do so, not according to
their own will or on the basis of independent decisions, but on the basis of
given conditions that are handed down. The tradition of all the dead genera-
tions weighs heavily on the brain of those who are alive”

Whether those “given conditions™ changed or not when the dead genera-
tions died, and whether they can, in one way or another, influence the lives
of later generations depends essentially on how the dead generations be-
haved when alive. Geography and the environment determine a range of op-
tions of varyving importance and influence, but are not unalterable: to a cer-
tain extent, man can modify them, thereby altering the range of future action,
and therefore the condition of future generations.

It is useful to say that Marx divided history into four cras, characterised by
four production methods: the Asian era, the ancient era, the feudal era and
the modern bourgeois era. Marx considered these progressive stages in the
economic evolution of society, and regarded them all as “prehistoric” com-
pared with the era of the future, the socialist era.?

It should be remembered that, towards the end of the nineteenth century,
after the death of Marx, Engels, taking up again the Marxist economic inter-
pretation of history, added that the crganisation of society at a given moment
is determined by political, juridical, philosophical and religious theories and
concepts, as well as, for the most part, by economic theories and facts.

In Engel's words, “the economic situation is not the cause, in the sense of it
being the only active agent. On the contrary, the cconomic situation is a case
of mutual action, based on economic necessity, which in the last analysis con-
ditions everything”.™

* K. Marx, Misére de la Philosophic. Répunise G la Philosopbic de la Misére de M. Proudbon, (Paris —
Brussels, 1847}, pp. 99-100.

' The quotation of 1849 may be read in Seligman, of. cit, pp. 39-40.

2o, Ci, p.o42.

2 an analysis of the four eras, as well as that of other aspects of the Marxist theory of history, is to
be found in M. M. Bober, Karl Marx’s Interpretation of Iistory, (New York: The Norton Library,
1965 (1* cdition 1927%), pp. 46 ¢ seq.

»Seligman, op. ¢it, p. 64
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4.

While, as we have seen, all this fervour of interest in history in Germany ap-
peared to be due to different reasons and different objectives, in France and
England at almost the same time a gradual new reawakening of interest in the
cconomic factor in history was reported, although not in the traditional chairs of
economy and history and in the traditional teaching contexts. Tn France, an im-
portant stitnulus came from Auguste Comte, a disciple of Saint-Simon. Like Saint-
Simon, Comte stressed the importance of both the economic factor in social de-
velopment and history, as a research instrument in social sciences; and, like Saint-
S8imon, Comte upheld the method of the determining the principal social facts as
a valid tod! to reach conclusions concerning progress and decudence. Ttis a short
step from this to stating that historical method not only allows us to understand
current social phenomena, but also to foretell their future development, and
Comte wasted no time in taking this step.

Besides, it was by recourse to the historical method that Saint-Simon had pre-
dicted the advent of the age of industry (industrialism). For his part, by applying
the same method, Comte predicted the triumph of the positivist spirit over the re-
ligious and metaphysical spirit. There is no doubt that economy and history were
only partial instruments in Comte’s sociological concept, but the fact that he
stresses their usefulness contributed to reappraising their importance.

A further contribution came from those who studied social issues, Generally
Louis Blanc is included among these: as has been noted™, his Histoire de dix ans®
presented a complete economic interpretation of the Orleans monarchy. To the
social issue scholars, such as R IL Tawney, however, added A. de Tocqueville,
whose book £Ancien Régime, published in 1835, despite not being a work of
economic history, represenied “a divide in the indistinct boundary between eco-
nomic history and political history™. ¥ Besides, at that time in France, some econo-
mists and some professional historians began to take an interest in the economic
aspects of history. For cxample, in 1867 the [irst edition of Levasseur's Histoire
des classes ouvriéres en France® was published.

5.

The events of this same period in England are particularly intercsting as far as
the theory of economic historiography is concerned. Alongside an evolutionist
movement, represented by Herbert S8pencer and Charles Darwin, who made

= Cf. I E. Barnes, The New Elistory and Social Studies, The Century Co., (New York, 1923), p. 400
and the sources guoted therein.

# 1, Blane, Fhistoire de dix ans 1830- 1840, 2 vols,, Société typographique belge, (Brussels, 1844-45).

P CF R H. Tawney, “The Study of Economic History”, in Fconomica, Feh. 1933, p. 4.

B E. Levasseur, Histoire des classes oueriéres en France depriis 1789 fusque'd nos jours, 2 vols., (Paris, 1867).
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wide use of the social analogies method,” there was, just as in France, a hu-
manitarian movement, which protested against the “history of English facto-
ries”, “children’s tears” and the horrors of city slums. These protests were ac-
companied by the scorn of writers such as Dickens, Kingsley and Carlyle for
“the dismal science”, the cconomy,™ and by the English Christian socialists” ancd
Johin Ruskin’s condemnation of the “Cobden and Bright-type” political econo-
my, " an attitude which is found again® in Howell's book, Conflicts of Capital
and Labour™ More importantly, alongside these so-called opinion movements,
certain sectors of academia and culture began 1o take 4 stand against the pre-
dominant school of economics, which demanded to be considered as a “pre-
cise, separate and exact production science, whose axioms [could | be proved
just as much as astronomy’s could, and whose practical rules [were ] as simple
and familiar as arithmetic’s”.® In effect, under the blows inflicted from various
sides, some of economic theory’s fundamental points were challenged one af-
ter another. Between 1866 and 1869, for examplce, Francis D. Yonge and
Thornton demolished the wage-fund theory: a few years earlier,” Frederic
Harrison challenged the validity of the law of supply and demand.®

This wave of destruction cecurred between the publishing of the sccond
and the third edition of John Stuart Mill's Principles of Political Fconowmy, in
other words, between 1848 and 1871, This was the period that saw the de-
cline and the fall of the era influcnced by Ricardo, And it was between these
two dates that in Great Britain there was a gradual transition from political
economy, undetstood in the absolute sense as an abstracr science, to political
economy understood as 4 discipline that appreciated what could be learned
from facts. People referred to the transition from a political economy  set up
and ready to use solely the deductive method (from the general to the partic-
ular) to an economics profie to using the deductive method and/or the induc-
tive method (from the particular to the general).”

It was not only the changes in national and international economic life, but
above all the gap between the official economic doctrinarianism and these facts
which prompted this transition. A gap which, highlighted explicitly in the writ-

#Cf. IL 8. Toxwell, “The Economic Movement in England®, in The Querterly Journal of Economics
Ol 1887, p. 89,

®CE S Leacock, *What is Left of Adam Smith?” in The Canadian fournal of Econonics avd
Folitical Sciences, Feb. -Nov, 1933, p. 46,

“ CF R T. Ely, The Fast and the Present, (Baltimore: The John Iopkins University Press, 18843, p. 41.

® This obscrvation was made in |. K. Ingram, The Present Position and Prospects of Political
Feonomy, (London: Longmans, 1878), . 6.

“ Chatto and Windus, (Londeon, 1878).

s Quotation from Howell, Conflicts of Capital and Labour, op. cit., p. 190.

< In Foriightly Rerdew, June 1863,

“Cf. also Howell, op. cit, p. 197

" Cf 1L 8. Foxcwell, “The Economic Movement in England™, op. cit, p. 84,
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ings of Sargant, Cliffe Leslie and Macleod, led to the conclusion that theory was
one thing and concrete economic life quite ancther, and that often in dichotomy
“economic laws were put aside™. " The end of the old school was hastened both
by the introduction, especially by Jevons, of the mathematical method into coo-
nomic studies, and by the increasingly widespread interest in history.

1. T. Buckle® was among those who contributed significantly to the progress
of the economic interpretation of history. 1n the second chapier of his History
of Civilization, published between 1857 and 1861, he stresscd the importance
of physical factors and their influence on determining national character, social
life and food products, maintaining, although without proof,® that “the distrib-
ution of wealth is, Jike the creation of wealth, governed enrirely by physical
laws™." This book — Gooch noted =¥ marked an era in the life of many readers
and gave a great boost to sociological research into the past.

The place in England where there were signs of wanting to study real eco-
nomic history was Oxlord, where, on his own initiative, Thorold Rogers in
1866 had published the first votume of his History of Agriculiure and Prices™.
Despilce its many faults,™ and despite the fact that it does not reach any pro-
found thecretic conclusion, this book still remains an important contribution
of data and reflections.

In actual fact, the greatest progress in Great Britain had been scen not in
econontic history but in a field close 1o it: the history of law. In 1861, Tlenry
Maine founded a school which was continued by historians such as Paul
Vinogradoff* and Frederick W. Maitland.™ And it was the work of these spe-
cialists in the history of law, together with the work of sociologists, that con-
tinued to arouse interest in the history of institutions and of socio-economic
facts. As a contemporary observer noted, it was substantially this “feeling for
history” which exerted most influence on the new economic theory move-
ment which was growing in Fngland. It was, however, the success of the
young German school of history, championed in Great Britain by T. E. Cliffe

* Mg, p. 87,

» CF, J. R, Hale, The Evolution of British Ristoriography. From Bacon to Namier, (London:
Macmillan, 1967), pp. 241 et seq.

* Cf. seligman, op. ¢it, p. 15,

- H. 'L Buckle, History of Civilization in England, (London: Parker & Son, 18570, p. 52,

22 G P Gooch, History and Ristorians in the XIXib Century, (reprint with additions from the 1913
edition, Boston: Beacon Press, 19653, pp. 534-353.

“Cf. T. Rogers, The Economtic Interpretation of History: Lectares, (London: T. F Linwin, 1888).

S CF. R, H. Tawney, The Study of liconumic History, op. cit., pp. 6-7,

* On Vinogradoff, cf. F. M. Powicke, Modern Historians and the Study of History, (London:
Odhams Press, 1955), pp. 9 et seg. and the: sources quoted therein,

= O Muitland, the book by Fischer, Frederick William Maitland, (Cambridge, 19100, is stll useful,
¢f. also ). R. Hale, The Fuolution of British Historiography, op. cit, p. 301: R L. Schuyler, “Maitland”
in American Historical Repiew, Jan, 1952,
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Leslie,™ which was responsible for increasing the interest in and the status of
economic history in the context of the social sciences,

6.

The success of the young German school of history was linked to the impor-
tance which the cultural and intellectual worlds had acquired in German universi-
ties. The role of these universities had increased hand in hand with Germany’s
economic development; and in the universities, especially in the Law Faculties,
the stucy of economics had become more and more established by means of an
efficient organisation, which included institutes and seminars with well-
equipped, specialised librarics, and through close contact between fecturers and
students, Seminars of this type had been created in many universities — at Jena
(1849), Berlin (1862), Halle (1870) and Strasbourg (1872} — and in all these, eco-
nomic research had been improved and enriched. Following an eighteenth-cen-
tury tradition, which was appropriately renewed and rekindled, the method of re-
scarch into the socio-cconomic issues of the time and the causes which had ac-
companied and determined the change in them had been the most vital factor in
this research. “Statistical work in its various historical aspects” in the words of a
contemporary, “occupied an important position”, contributing, of course, to the
progress of socio-economic studies. This organisation and its method of work
had soon crossed the German borders, and was copied in almost all the Central
Luropean countries, in other words in Austria-Hungary and in Switzerland.®

Gustav von Schmoller had a role in these economic seminars: it was from
the seminar that formed around him about 1870 that the school of history
emerged, which was called the ‘young’ school to distinguish it from the one
already mentioned, founded by Roscher.

The young school of history differed” from the old one in two ways: since it
denied the existence of natural laws in the Life of society, it had totally aban-
doned Hildebrand and Knies’ dispute about economic laws, and it had actuatly
applicd history to political economy, not restricting itself merely to proclaiming
the advisability of doing so, like the old scheol had done. In fact, distancing
themselves increasingly from theoretical issues, von Schmoller and his school
devoted themselves above all to the study of social problems and to descriptive
historical rescarch, publishing an assortment of excellent economic mono-

7 Of 1R Clilfe Leslie, fssaws i Political and Moval Phitosopby, Longmmans, Green and Co., (London,
1879), of. R. 1" Ely, The Past and Present of Political Ecomomy, op. cit, p. 42; E. F. Gay, "The Tasks of
Economic History™, in The fournal of Economic History, Dec. 1941, Supplement, p. 10

#CE S M. Wickett, “Palitical Economy at Gennan Universities”, in ¥he Foonomic Journal VIII,
1898, pp. T40-150.

® O AL Rist, “Lécole historique et la Querelle des méthodes™, in C. Gide-A. Rist, Histaire des
ducirine économigues, (I'aris: Recucl Sicey, 1926), p. 458,
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graphs, in which various experts examined in depth the institutions of medieval
and ancient times, ancient doctrines, social history, statistics, and the: description
of modern natjons’ economic organisation, to such an extent that someone ob-
served that “it was as though political economy were drowned in the study of
the institutions and of economic history™® Von Schmoller himself set an exam-
ple with his excellent monographs on the history of small industries in nine-
teenth-century Germany and on Strasbourg’s corporative and municipal organi-
sation. These books were the result of years of research, hence their rich docu-
mentation. From all his work, there emerged increasingly — as Wender remarked
— “the intimate connection and interaction between the state and society”, the
jdea that “the institutions and the predominant economic processes determine
the character of all other social and cultural expressions”, and, above all, the
concept that “the development of economic life and institutions is determined
more by the state than by the action of individuals™.™ In short, in the face of the
revolutionary teachings of Marxism, a school of histary — by stressing social phe-
nomena and their concrete causes, and by recognising that it was the state’s task
to intervene to correct imbalances therein, and that it had the capacity to do so —
appeared as a means not to upset but to safeguard traditional established soci-
ety, by renewing and transforming it. The school's contribution to the forming of
the “state socialism” movement was noteworthy. Thus, the schoot of history be-
came 4n instrument of progress, a means of bringing about social reform. It was
for this reason that, also supported, as many people have recognised, by the
prestige of German scicnece — especially after victory in the Franco-Prussian War
had revealed the degree of efficiency and the technical power attained
Germany — the German school of history scon after 1870 appeared to be the
most advanced centre in Europe as far as economics was concerned. Tn fact, the
seminar led by von Schmoller, like those led by his pupils in other universities,
attracted students not only from Germany, but from many other countries,*

7.

It has been said thar T.E. Cliffe Leslie, “stuffed with German ideas, around
1870 began to attack unequivocally the school of the « priori economists™.®
Cliffe Leslie was the pupil of Sir Henry Maine, the expert in the history of law,
and he recognised that he was indebted to Maine for having learned from
him about the “historical method of research” which he had taken from law

and applied o political economy. Cliffe Leslie had often spent time abroad

™ Ibid., p. 439.

@ ¢f. H. Wender, “German Historiography in the Second Hall of the XIXth Century”, in M. A
Fitzsimons-A. G. Pundt-C. E. Nowell {eds.), The Devclopment of Historiograpby, op. cit, p. 215,

2 CF. G, 1. Gooch, History and Historians in the XIXth Century, op. ik, p. 334

' (. Ely, The Past and the Present of Political Feonomy, op. cit, p. 42,
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cartying out research.® Bur one of his manuscripts, which was to have beena
systemultic treatise on the economic and legal history of England, was lost in
1872. Ttis known, however, that Cliffe Leslie’'s fundamental idea was that the
present conditions, as well as the future conditions, of any state are the prod-
uct of a long process of historical evolution.

“The truth”, he observed, “is that 4 nation's entire economy, regarding the
jobs of both men and women, and the kind of wealth, the amount, how it is
distributed and how it is spent, is the result of a long upheaval in which there
has been both continuity and change, and of which economics is only one as-
pect or particular phase, And the laws which produce it have to be sought in
history and in the general laws of society and social evolution™

In short, Cliffe Leslie believed that “political economy is not a body of natural
laws in the strict sense, nor is it a body of universal unchangeable laws: it is a col-
lection of speculations and doctrines which are the result of a particular history
that is sometimes the same as the history and the character ol its principal writ-
ers”* Rightly so, Cliffe Leslie was of the opinion that there was not much differ-
ence between Ricardo and Roscher. Roscher had supplied merely “a certain extra
amount of historical research, bur his economic doctrine was not very different
[rom Ricardo's, although it did not reach this lateer's rigorous, infallible logic”.

Abstractness, gencralisation, being detached from reality and [rom history
were all faults found in Ricardo, who had distanced himsclf from Adam Smith,
altering Smith’s research method and his appreach. Since 1876 marked the cen-
tenary of the publication of Smith’s book, the contrast berween his method and
Ricarde's was reasserted more effectively. Thorold Rogers, pointed out, repeat-
ing an opinion of David Hume's, that $mith had been an eminently inductive
philosopher, with a wealth of references to reality and to history, as was to be
expected from such a well-read man. J. K. Ingram® and Walter Bagehot,™ the
editor of 1he Economist, expressed equally positive judgements.

The centenary of Smith's book was, without doubt, an opportune occasion
to examine the state of political cconomy in Great Britain. But Cliffe Leslie

CF L. L. Price, A Short Fiistory of Political Feonomy in England from Adam Smith to Arnold
fenmbee, (London: Methuen, 1911 (1% edition 18911, but I quote lrom the seventh edition, based
em the fifth edition, which was revised), p. 126,

“ Ibid., pp. 127-128,

“ af, Cit, i po 127,

¥ Ingram wrole ( The Present Posifion and Prospects of Political Meonovey, op. cif, p. 23). *Open
(Smith's) book anywhere and read a few pages of ity (hen do the same with Ricardo’s most famous
book, and observe the difference in the impressions made. ., In Smith's book you feel vou are in
contact with real life, obsenving human actions aned their consequences in the light of experience. ",
* In 1876 Bagehot was linishing his article on Adam Smith as a Person(in The Fortnightly Keview 1
July 1876, and now in W, Bagehot, Historical Essays, edited and with a preface by Norman St John-
Stevas, (New York: Anchor Books, 1965), pp. 79-108) with the obscrvation that *perhaps so much
theory and so much practice never issued from one single mind”™
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was not the only one to hasten the change towards reappraising research
based on economic history. He was joined by other scholars, such as J. K.
Tngram. Cliffe Leslie had published only one of his principal hooks of essays
— Land Systems and Industrial Economy of Ireland, England and
Continental Countries (1870) (the other, more important one, Essays on
Political and Moral Philosophy, was published in 1879) — when in 1878
Ingram gave his inaugural lecture in Dublin at the British Association for the
Advancement of Science. In this, Ingram denounced “the narrowness and the
routine mentality which widely permeated the dominant school of English
economists”,” their abstractness and their total detachment from socio-eco-
nomic reality, and he went on to point out that, in Germany, “all the best eco-
nomics writers were at odds with the methods and the doctrine of the Ricarde
school”, He added that the German concept of history had been accepted and
followed in other countries: in Ttaly, where, among others, Luigl Luzzatti, Fedele
Lampertico and Forti had founded a journal, the Rassegna, which then hecame
the Glornale degli Economisti; in Denmark, where Frederiksen was stimulating
important scientific work; and in Belgium, where de Laveleye had not only
drawn attention to the importance of the new German school of economy,™ but
had alsc produced notable economic history works. France alone tied to keep
away from the new trends, despite the fact that French socio-economic research
remained of a high standard. Ingram defined the new school as the “realistic”
school or “history™ school, and concluded that pelitical economy should be
bascd on four premises: 1) the study of society’s economic phenomena should
be systematically combined with the study of other aspects of social lite; 2) the
excessive trend towards abstraciness and oversimplification, which did not cor-
respond to reality must. be stopped; 3) the a fpriori deductive method must be re-
placed by the method based on history; 4) economic laws and the practical rules
founded on these laws should be drawn up in 4 less absolute form.™

As well as Ingram,™ Arnold loynbee deserves mention. At Oxford he had
known Ruskin, a notorious opponent of the unalterable truths of the school of
Ricardo. Toynbee had learncd a lot, especially from Cliffe Leslie’'s writings on
economics, and had accepted this latter's recommendations in favour of the his-
tory-hased method.™ In fact. Toynbee's accusation that the Ricardo school's sys-
tem was an intellecrual fraud was in line with Cliffe Leslic’s ideas; the English

* . K. Ingram, The Present Position and Prospects of Polttical Fconomy, o cif, p. 9.

* (I the article “Tendances Nouvelles de I'Economie Politique et du Socialisme”, in Revwe des Detey
Mondes, 15 July, 1875.

* Ingram, The Present Position and Prospects of Political Economy, op. cit, p. 28,

= Of course, Like Cliffe Leslie, Ingram had been on the Continent, had visited some cultural centres in
Germany and had fed on the ideas of the German school of history. Cf. Bibliography «of the Writings of
Jobm Kells Ingram 1823-1907, with chronology (Dublin: Comann Na Leabharlann, 190708}, p. 9.
BCECOF Montague, *Arnold Toynbee®, in The Jobe Hopkins {niversity Studies in Historical
Folitical Sciences 7" 5., VI, 1889, p. 33,
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economists — he maintained — had not made much use of logic, but had made
even less use of history, and, by building their theories on too modest a database
of facts, had diminished both the value and the popularity of their science.™ In his
lectures on the “Industrial Revolution”, a term he invented, Toynbee showed that
he expected a great deal from the history-based method whose task was to ex-
amine “the effective causes of economic development and to study the influence
of the institutions - such as the medieval guilds, the current agricultural legisla-
tion, or the political constitution of a given country — on the distribution of
wealth™” Fe added that “without the aid of the history-based methed, it would
be impossible, for example, 1o understand why half the United Kingdom’s land is
owned by only 2,512 people”. The history-based mcthod, however, permitted
not only the study of the phases in the economic development of 4 given coun-
try, but also “the comparison with those of other countries and in other periods.
By means of this comparison, we can atempt to discover some laws which can
be applied universally”.™ Tt would seem that Toynbec was moving towards
Hildebrand, but, as has been rightly chserved, he was a long way from accepting
Hildebrand's tendency to generalise;™ and, like Bagehot, while extolling the his-
tory-based method, Toynbee did not exclude the deductive method.

It is well-known that Toynbee had a very short life. He died al the age ol
thirty, but his ideas lived on: above all, his idea that the economic theories of
Smith, Malthus and Ricardo were based on facts that were evident when these
authors stated them, but that, because of what had happened in the world
since then, these theories had to be modified.™

8.

Thorold Rogers, in his book of 1887-88, The Economic Inlerpretation of
History, accused both historians and economists, claiming that “in almost all
historical works, and in almost all political economy works, collecting and in-
terpreting economic facts, in the sense of all data which illustrate social life and
the distribution of wealth in different erus of the history of mankind, had usual-
ly been neglected...”.™ Nevertheless, it was at that very time that a proper
school of economic history began in Great Britain, It has already been stated
that Toynbee’s The Industrial Revolition was published in 1884, Two years be-
fore that, in 1882, one of Toynbee’s friends, the Reverend William Cunningham,

= Tbid.

= Cf. A, Toynbee, The Industrial Revolution, with preface by Amold L. Toynbee, (Boston: Beacon
Press, 1960 (reprint of the 1884 edition) p. 3.

* fhid., pp. 34.

" Cf. on this point F. Duby, Leenvre dooromigue o Arnold Toynbee, doctorate thesis, (Pads: Recueil
Strey, 1937), pp. 38 &f seq.

*CE L L Price, A Short History of Political Economy, op. cit, p. 191

* Thorold Rogers, The Economic fnferpretation of History, op. cit. p. 1.
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who lectured in economic history at Cambridge from 1878% and who, as his bi-
ographers remind us, in 1868 had been in Germany, at Tiibingen, and had
brought back “lasting impressions”* published a book, The Growth of English
Industry and Commerce, This book, which was to remain Cunningham’s prin-
cipal economic history work,™ increased in size with successive new editions
(1890, 1892, 1896, 1900, 1903, 1905, 1907, 191(), covering the entire pericd
from the early Middle Ages to the modern era, and the original single volume
became two large volumes. Even though he was not a history theorist, and he
did not always write solely about economic history, Cunningham managed to
arouse interest and enthusiasm; the most famous of his pupils was, without
doubt, Mrs. 1. Knowles,® a pioneer — as W. Beveridge noted — in some sectors
of the economy, such as transpott and nineteenth-century British trade.®

The connection between British economic historiography and the German
school of history is even more pronounced in Willlam James Ashley, a pupil
of Toynbee's,” who also went to Germany several times (1880, 1883 and
1884) to collect information and to study.™ In his Surveyps Historic and
Liconomic, Ashley collected papers he had published previously. The book
was dedicated to Gustav von Schmoller with words which were both the
public recognition of an intellectual debt and a declaration of principle: “with
your example”, wrote Ashley, addressing von Schmoller, “you have shown
me how to introduce the spirit of history”; in other words, how “to be an
economist without ceasing to be a historian™."”

Years before writing this dedication, Ashley had clarified what for him were the
limits and the significance of economic history.® In 1888, he was called to found
a Department of Political Science at the University of Toronto. He went on to the

W, R Seott, “William Cunningham (1849- 19190, in The Proceedings of the British Acadeny), IV, p. 5.

= Ihid ., p. 3.

# The list of his other works is to be found in #id., pp. 6-7.

@ CF, G, Wallas, “Professor Lilian Knowles (1870-1926)7, in Economica, V1, 1926, p. 121

i Ibid.

# Cf, J. L. Macdonald, = Sir William Ashley (1860-1926)” in B, E. Schmitt (ed.), Some Historians of
Modern Europe, {Por, Washington: Kennikat Press, 19603, p. 24.

“ bid., p. 21,

= CF W, ] Ashley, Surveys Historic and Economic, (New York: Kekkey, 1966, reprint of the 1900
edition}.

# In 1881, in a letter to the lady who was later to become his wife, Ashley had explained that he
inclined towards “history and economic histary in particular, because it cxplained the life of the
people... Historians were constantly obliged to avoid generalisations; and to try and discover the
significance of the instilutions, their rise and fall and the relations berween them, The histotian thus
began to consider that the whole of human history had a significance, was not aimless and
appeared to be moving towards an objective. Therefore, it seemed that the economist’'s job shoulkl
be: 13 10 stucy econcmic history: no fact is oo remote to be without signilicance for the present...
and 2) to examine in detail modern industrial life...” CF. A, Ashley, Witliam James Asbley: A Life,
(London, 1932}, pp. 33-35.

5113



Lconomic Historiograpby and History of Ecomomic Thought

United States in 1892, where he had been appointed to the Chair of Economic
History al Harvard. In his inaugural lecture in Janvary 1893, he stressed that eco-
nomic history, as he understood it, differed from what until then had been un-
derstood as social history or, as the Germans called it, the history of civilisation
or Kultergeschichte. “Economic history, in effect, is totally dominated by one
prevailing interest: the economic interest”. Economic history examines “what
has been the material basis of social existence; how the necessary goods and
comforts of human life have been produced; what organisation has supplied
and directed labour; how the foodstufts thus produced have been distribuied;
which institutions have been based on this organisation and distribution; which
changes have been seen in the methods used in agriculure, industry and com-
merce; whether an intelligible development can be seen. .. these and many oth-
ers are the issues an economic historian must stedy”® As 10 why studyving eco-
nomic history may be opportune, Ashley observed that it could be useful: 1) to
satisfy “the quintessence of a liberal upbringing”: “ natural, innocent curiosity™;
2) to understand the social movements which are active on the surface of soci-
¢ly; 3) 1o reach a more intelligible concept of the evolution of human society.™
With Ashley's teachings, economic history began at last to appear in its own
right, separate from political economy and the other history disciplines, stating its
subject and claiming its auvtonomy. It was not fortuitous that Ashley had the first
chair of economic history in the world;” his appointment itself marked a stage in
the development of the methodology. Tndeed, despite the fact that the Paris
Conservatoire des Arts et Métiers boasted a chair of *industrial econemy” which
at that time was held by historians, in Paris, as in England, economic history was
tolerated rather than valued for itself. And so the appointment to the chair at
Harvard was a positive recognition of the real significance of Ashley’s work.™

9.

There were many impornunt diflferences between what was now becoming
established as an autonomous discipline and the voung German school of his-
tory founded by von Schmoiler. Ashley had shown, and had written, that he
did not see “any reason why economic history should not be taught once as
*history™ and another time as “economics”.” For von Schmoller and his school,

= CE WL Ashley, “Onthe Study of Eeonomic History™, in Flarzerd Quarterly fourned in Ecomomic,
January 1893, and now in Surveys Hisioric and Economic, op. cif., p. 15,

* fbid., pp. 1921

" Cf. Macdonald, 5S¢ William Asbley. op. cif., p. 42.

* Cf. A, P Usher, "W, J. Ashlcy. A Pionecr in the Iigher Education®, in The Canadian Journal of
Heoromics cnd Political Science, May 1938,

#CF W, . Ashley, On the Studdy of Bconomic Flisiory: Afler Seven Yeary. A Paper Read al the Annual
Meeting ol the American Historical Association, Boston, 28 December 1899: republished later in
Surveys Historic and Economic, op. cit., p. 25.
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on the other hand, hisiory was only a method, not an aim: von Schmoller had
abandoned the nincteenth-century economist’s aim of formulating laws which
regulate economic activity in the same way as a scientist who observes nature
does. He simply desired “that history should widen the field of observation
from which economic theory assumptions could be proved and, as he argued,
more validly defined than from minimum observation and maximum logic”.*
In other words, he remained essentially an economist, despite the animated
dispute in 1883-4 with the Austrian marginalist economist, C. Menger, in de-
fence of the history-based method.” Von Schmoller and his followers — and
they were the vast majority of the professors of economy in Germany at that
time —* studied economic history “to create — as has been rightly affirmed — the
hasis for a new kind of ecconomic theory”, *considering themselves economists
more than historians™” Although, as has been observed, “von Schmoller's
analyses of history still appear more acute than his analyses of economics™
and his research on the individuality of certain institutions or on that of an era
“can arouse the envy of any historian”® he believed economic history to be
nothing more than an economist’s ancilia, albeit essential and irreplaceable,
which was to supply the economist with the most material possible. This is
why he had planned for himself and for his pupils and his successors a long
series of monographs on the economic institutions of various cras and of vari-
ous countries, with a sense of development and of change which would prove
invaluable for the study of the personality and the aciivity of the groups.

But, even understood in such a subordinate form as this, was von
Schmoller's really economic history? Anderson considers von Schmoller to be
essentially a social scientist, convinced that “cconomy should be among the
social sciences thar cannot be separated by space, time and nationality, and
the foundations of which are to be sought, not only in histery, bul first and
foremost in history™."™ Lane refers to von Schmoiler and his school as social

*Cf. PR Anderson, *"Gustay von Schmoller (1838-1917) in B. . Schmit (ed.) Same Historians of
Mudern Furape, op. cit, pr. 415,

% A sumimary of the terns and the development of the controversy is o be found in B O Lane - |. G,
Riemersma, “lntroduction to Spicthofl™ in F, C. Lane - J. C. Riemersna (eds.) Firferprise and Secuiar
Change: Readings in Economic History, (London: Allen and Unwin 19335, pp. 434-436.

&, Oncken, *New Tendencies in German Economics” in the fconomic_journal 1X, 1919, pp. 462
et seq., W. Zimmerman (*Gusiay von Schimoller und der nationaldkoneomische Nachwuchs™, in
Schmollers fabrbuch 1LX11, 1938, p. 733) maintains that von Schmoller was the founder of a school
because he prepared a remarkable number of cconomists for a university career. These economists,
aided by the avthority and the influence of von Schmollers friend Althoff, the Prussian Minister of
Education, “held most of the chairs of economics in Germany before the {First World) War, "

7 Cf, Lanc-Riemersma, Fatroduction fo Spiethoff, of. cit, p. 434.

* Cf, Anderson, “Gustay von Schmoller™, in Some Historians of Modern Burope, op. cit., p. 136,

W Ibid., p. 437

™ i, p. 419,
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historians and not economic historians, maintaining that, forced to lecture in
the Faculty of Laws, without colleagucs in sociology or political science in the
American sense of the discipline, “their academic functions led them to dis-
cuss very general issues of social evolution®, This resulted in von Schmoller’s
tracing the development, not only of economic institutions, but also of social
instinnions in his Griendrisse.™ In l[act, von Schimoller and his school stressed
that the cultural, moral and spiritual faclors — in a single word, the Geist — was
essential in historical development. On the other hand, as has been observed,
in his economic treatises, von Schmoller did not hesitate to express morul
judgements; he believed ethics was part of the economy, and expressed the
desire that his school be called the school of history and ethics. The problem
of the relationship between cconomices Cor theory) and history, however, re-
mained central to the all the school’s work; a problem which was solved in
different ways by the various members of the school. The reasons for these
differences and the forms they took are very evident in Lane’s magnificent ar-
ticle of 1956 All von Schmoller's followers maintained that economic history
was impornant and useful, even those who were more inclined to extol the
theoretical approach to cconomic issues. Schumpeter,™ for example, includ-
ed economic history among the four disciplines which he believed funda-
mental to the study of economic analysis {the others being statistics, econom-
ic theory and economic sociology); and, although Fucken accused the school
of history of being responsible for the low level of development of economic
studies in Germany and of having led to relativism and fatalism, he was aware
of and appreciated the value of cconomic history. He rejected publicly
Menger's idea of separaling theoretical scienees from historical sciences.
Eucken believed that economic history should aim at “the descriptive analysis
of particular historical situations in such terms as to permit economic theory
to be applied in order to explain the course of economic events, once the im-
portant historical situation was well-known and accepted as ‘data™.™ The
fact is that Eucken, like Schumpeter, Sombart, Spicthoff, and we could add
like K. Btcher"™ and A. E. S, Schaffle,™ just like von Schmoller himself, re-
mained faithful to the idea that it was economic history’s job to identify and
analyse historical situations which, once described, should constitute the ba-
sis for formulating economic laws, The same idea is found in Sombart, who

%CEF. Gl Lane, “Some Heirs of Gustav von Schmoller™ in Architects and Craftsmen in History,
Festschrift fir Abbot Payson Usher( Tibingen: J. C. B. Mohr (Paul Sicheck), 1956, p. 12.

™ Thid,

5 Schumpeter, an Austrian, joined the school of history along the way, because of unrclated
circumstances, and never joined 1otally or for ever.

' Cf Lanc, Some Heirs of Gustar von Schmolier, op. cit,, p. 30

= Cf. K. Bucher, Entstebung der Volswirtschaft, (Tubingen 1893), and what A. Loria wrote about
him in Lo Morpholugie Suciale, (Brussels — Pars, 1905), pp. 40 ¢ seq.

0 AL Graziani, Storia delle doctrine econumiche, (Naples: Morano, 1949), pp. 16 & seq.
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maintains that there is a body of economic theory for each of the various
forms of economic life identified by means of historical analysis. And so, in
his Der Moderne Kapitatismus, Sombart reduced the forms of industry 1o
three — isolated, intermediate and collective — according to 4 scale which en-
tailed progressive socialisation in work. He believed the economy had the
same number of theoretical forms — individual, transitional and social - and
each one of these contained a variety of other categories, Thus transitional
economy was divided into feudal economy, village economy, city economy
and s on; and social economy was divided into socialist economy, colonial
slave economy, wage-earners’ cconomy and so on. By analysing the aims and
the spirit of the various participants, Sombart detected or defined
( Verstebende Methode) the spirit of these various historical situations’ eco-
nomic system which he anatysed, summarising it in the essential characteris-
tics of the various periods of economic history.

The relaticnship between history and theory acquires an even more singular
significance in Arthur Spiethoff's work. Spiethoff was von Schmoller’s successor
as editor of the school’s lamous journal, the fabrbuch. Spiethoff stated the need
to replace pure theory with the theory of reality or, in his own words, “the theo-
ry of economic Gestalt’, endeavouring to create or discover “rcal types™. In
more modest terms, if the historic situation studied is sufficiently broad, or if the
study and comparison of several historical situations permits the application of
the same body of theory, and ithis can be repeated with other similar situations,
then we have a “real type™ we have moved from the historic fact, which is by
definition individual and particular, to the theoretical fact, which is general and
generalising, in other words, the “economic style”. Spiethoft did not escape the
school’s characteristic trend, and , although he did not write about “phases” like
von Schmoller or “systems” like Sombuart, he referred to the “economic styles”
that he helieved existed in history: the *economic style of city cconomy”, the
“econormic style of free, capitalist market economy”, and so on.™”

Schumpeter did not shirk from the task of theorising history and its develop-
ment. Intending to reconcile theory with history and to prove how useful his-
tory was 1o the economist, Schumpeter used the term “model” instead of
“phases”, “economic systems” or “economic styles”, and his description of
them,"* as Lane righily observed, was very like Spiethoff's method and his
“real types”. Like Spiethoff and Sombart, Schumpeter aimed to describe the
essential elements of the individual historic situations he examined. And in
this choice of the essential elements he belicved that every economist brings
his own particular “view”, in other words the sum of the phenomena he

» Cf, Lane, “Some Heirs of Gustav von Schmoller®, op. ¢it, p. 21; Lane — Riemersma, Fatroduction
to Spiethoff, op. cit., pp. 441 ef seq.

= Cf. Schumpeter, “Science and Ideclogy” in Americarn Boonomic Revlery, 1949, pp. 330-351.

W Cf, Lane, Some Hedrs of Gustay von Schmoller, of. ¢it, p. 24,
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wants 10 analyse and their interactions. “View” and “ideology” ate very close,
but Schumpeter stated that ideology can be valid only for a given historical
situation, and that the discovery and the analysis of the facts soon eliminate
those ideological elements which have no justification.

Eucken did not call the various historical situations “maodels”, bul “forms of coo-
nomic ogganisation”. He was of the opinion that every society had an economic or-
der (or an economic organisation) — Ordiing —, the creation and development of
which only history can explain, whereas theorny’s task is “to show its effects on the
everyday course of economic events within the society examined™. "™

This insistence in looking for models, forms, phases, systems and styles was
not only an attempt 10 use history to advance theory. It was linked with the
spirit of the age, the last 25 years of the nineteenth and the early vears of the
twentieth century, which were characterised, as has been pointed out, by an
optimistic faith in evolution and by the conviction that evolution is always
tantamount to progress.'

10.

It should by now appear evident that, although the young German school of
history was conditioned by several factors (the trend to subordinate history to
theory; the undue importance, more appropriate to social history, given to
psychological, maotivational and spiritual causes;"? and the incination, not in
everyone’s work bur certainly in Sombart and Schumpeter, 1o accept cenain
Marxist approaches, subjects, language and formulation), this school gave a
remarkable boost to economic history studies. Its influence was widely f{elt:
not only in Englund, as we have seen, but in many other countries both in
Europe and outside Europe which were attracted by the emphasis the
German school put on the economic aspects of history, even though some
countries, such as Hungary, corrected certain excesses and altered its defini-
tion."* Incidentally, since Hungary has been mentioned, it should be noted
that it was act this very time that Taginyi (1854-1906) founded the Hungarian
school of economic history '

The German school of history's seeds fell on fertite ground in Ttaly, too, as we
have seen. Cusumano, who had studied in Germany, published his analysis of
German historiographical doctrines in 1873. This resulted in the clash between

W fhicl, . 31

W bid, p. 14,

" Gooch, op. cif, p. XIE Lane, “Some Heirs of Gustay von Schmaoller”, op. ¢it, p. 13 1. T. Lambie,
“An Introductery ote”, in Architects and Cruflsmen, op, it p. 3.

s CE S, Borsody, “Maodern Hungarian Historiography®, in The fourned of Modern History, March-
e, 1932, pp. 400-401,

W ibid ., 1. 400
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those who followed the classical school, led by Ferrara, and the group of
young scholars, which included Messedaglia, Lampertico and Nazzani, sho
wanted less universalism and more relativism and particularism, and hence
more historicism, in the study of economic phenomena, and who maintained
above all that the political responsibility of the state could not remain indiffer-
ent in the face of Traly's cconomic and social problems, as the followers of the
classical school wanted it 10 do. The German school's influence is seen in
Cognetti’s works — Delle ailinenze fra leconomia sociale e la storia, (Florence
1863}, Le forme primilive dell'evoluzione economica, (lurin 1881), and
Socialismo antico, (1889) — and in Schiatarclla’s book — Del metodo in econo-
mia sociale, (Naples 1873) —, but the German influence is most evident in the
multiplicity and the variety of history papers on economic facts and cconomic
thcory that began to be published in ltaly from 1875 onwards. The increased
interest in and importance attached to historical-economic research would
lead us to believe that what Luigi Cossa wrote in his lamous Guida allo studio
delleconomia politica was by now widely accepted. Cossa wrote that eco-
nomic history is closely related to political economy, with cconomic history in-
vestigating facts regarding the social order of wealth, *searching for its con-
crete and immediate causal connection”, and political economy “investigating
the essential characteristics, the principal causes and the rational laws™. In Ttaly
in 1892 there was no objection to proclaiming that economic history, and in
particular the most recent cconomic history, can provide elements that are
useful to prove the truth of doctrines which are reached by sheer reasoning,
assuming that researchers have surmounted the scrious difficulty of finding
sufficient real analogies in the conditions of the period and the country which
has to supply the sclected facts, in order to explain other facts regarding differ-
ent periods and different places.

And so, for example, according Lo Cossa, “the history of French assignats,
Austrian banknotes and American greenbacks served admirably to clarify the
theory of the forced circulation of paper money”. Teonomic history “helps
political cconomy even more to determine the limited and purcly relative
character of certain ensuing secondary economic laws which change radically
as the social conditions, which are their necessary premise, change”. On the
other hand, however, “political cconomy provides economic history with the
theoretical criteria which are essential for the selection, the coordination and
the appreciation of those facts, conditions and institutions which constitute its
stulf™ .

v CF, L. Cossa, fntroduzione allo studio dell economia pofitica, (Milan: Toepli, 18923, pp. 26-28.
ECE Lane, Some Hefrs of Gustar von Schmoller, op. cit., p. 9.
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11.

The intluence of the young German school of history was also felt in the
United States of America. A few years after Ashley returned to Great Britain to
create a Faculty of Business Studies at Birmingham, Edwin F. Gay inherited
his chair of economic history at Harvard. Lane referred to Gay as the hon-
oured teacher of many of the next generation’s principal economic
historians,** as one of the founders, with Wesley C. Mitchell, of the National
Bureau of Economic Research, and as the first president of the American
Economic History Association. In actual fact, Gay had studied in Germany.
He left the United States in 1890 and did not return until 1902. During his
twelve and a half years in Europe, spending some of his income and his capi-
tal, Gay spernt nine years at university: he studied for three years at Leipzig
University, five years at Betlin University and one year at Zurich University. In
particular, he had attended von Schmoller's seminars, showing great interest
in them."" In 1902 Gay had graduated with von Schmoller with a thesis on
economic history." And he had begun his academic career by publishing his
thesis on the history of salaries in England in the Staats - und social wis-
senschafiliche Forschungen, a series of volumes in which von Schmoller pub-
lished his pupils’ best work.™ Gay's connections with the young German
school of history is also seen in the fact that, while he was lecturing at
Harvard (in 1902}, he supplemented his courses on medieval economic histo-
ry and Furopean modern economic history from 1500 with weekly lectures
on ninetecnth-century German economic theory '*

During Gay’s period at Harvard, first as an assistant professor and then, from
1906, as a professor, he was not able to spend many years teaching econornic
history.'? In fact, in 1908 he became the first Dean of the newly-founded and
now world-famous Harvard Graduate School of Business Administration.™ This
appointment, which occupied Gay full-time, eventually put him in contact with
a variety of issues, which sprang from the course of economic life and ahbove all
from the American business world, since the new School’s task was to give a
university education to those who were destined to work in the world of busi-
ness, or who aspired to finding a job in the business world. Nourished by these
new experiences, Gay continued to enrich his passion for economic history,
broadening his interests from the medieval peried to the Industrial Revolution.

" CfL 1L Heaton, A Schalar in Action: Edwin F. Goy, (Cambridge, Mass.: Harvard University Press,
1952), p. 39.

LR bid., pp. 30, 35 ef seq.

18 fhid., p. 56,

= thid, p. 59,

W Bhid,, pp. 64, 75.

@ fhid., p. 67,
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Although his publications are rather limited in number,' he worked profilably,
reading numerous manuscripts and theses written by young economic history
scholars, and providing the authors with suggestions, criticism and aid:'** this
was an important aspect of Gay's career. Many of these young people went on
to hold chairs in the principal American universitics, as was seen in the miscel-
lany in his honour, which thirty-four of his former pupils presented to him to
mark his twenty-five years™ tcaching af Harvard and thirty years in cconomic his-
tory.'® His dual role as counsellor and sponsor of economic history studics and
as Dean of the School of Business Administration in 1927 resulted in his becom-
ing editor of the Journal of Economic and Business History, a review which, ac-
cording to Gay's biographer, was to have linked the Business School with eco-
nomic history. Gay remained cditor undl 1932, one year before the journal
collapsed because of lack of funding, as did other much bigger initiatives and
enterprises during the Great Depression, which lasted from 1929 until 1933.

Nevertheless, despite this variety of scientific and teaching experiences, Gay still
clung to his long, rich Buropean cultural heritage, and all that he had learned from
von Schmoller and the other scholars of the German school of history. All this sur-
faced and became an essential part of the method Gay adopted for the weaching of
economic history and other disciplines at the School of Business Administration.

The use of the “case system” which, according to W. ‘I, Jackman,” one of
Gay's pupils, was onc of the best and most recent developments of the busi-
ness schools that, based on the Harvard school, and often with Gay's advice,
had been founded in various American universities, can be linked to the
German school of history,'® This “case method” consisted in showing pupils
how, in a particular case drawn from business experience, studying the past
can throw light on [uture behaviour , even though often “it is impossible 1o
say whether a certain decision is right or wrong”.'*

Indeed, “studying the most distant past and its evolution until the present
day, and using different peoples’ experience in facing the great economic and
social problems, contribute to broadening the mind further, leading to greater
caution in expressing judgement on decisions”.

‘T'he economic stages method used by Gay came from the German school of
history, too, albeit somewhat mitigated and enriched by the experience of
the economic changes and by the results of the cultural debate which had

'3 fhid | pp. 64-63.

i tid, p. 194,

= Cfthe list of articles by pupils of Edwin Francis Gay in Fdcly and Figures in Ecoromic THstory,
{Cambridge, Mass.: Harvard University Press, 19323,

v O, Tleaton, A Scholar in Action, op. cit., p. 194,

w Cf, W, T, Jackman, “The Iimportance of Economic History™ in Facts and Figures, op. cit, p. 5.

A Cf, Heaton, A Scholar in Action, op. cit., pp. 194-195,

3 Cf. jackman, The Importance of Feoviomic History, op. cif., p. 3.

W thid., p. 6.
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taken place in the United States of America and in many other countries
throughout the world, Like Gay, two other pupils of the German school of
history, Ashley and Heaton used the economic stages method for “a chrono-
logical and topical exposition” and as a point of reference for a “group of
tacts Lo be always subordinate, and to be used always in connection with cer-
tain points of refercnce”. Gay considered the way of exchanging goods and
services a point of reference: in this the influence of two other German histo-
rians, von Thinen and Biicher, is more apparent than that of von Schmoller™
For Gay, it was through the use of these stages that economic history became
a live, useful discipline, because, as one of his pupils wrote, he was of the
opinion that “we are indebled to the past, not only in commerce and in indus-
try but in almost all other sectors of economic life. And the deeper our knowl-
edge of the economic history of our own and of the other countries, both in
the East and in the West, the better qualified we are to take decisions which
could lead to economic prosperity” '

Gay had alered the old wachings of the German school of history. He val-
ued history, just for its possible theoretic uses. “Economic history”, again in
the words of Gay’s pupil, Jackman, “is not merely historical material; it is life,
and men write it in keeping with their philosophy and their actions”.” In his
inaugural address as the first president of the American Economic History
Association, recalling the discipline’s early days and payving tribute to
Roscher, the founder of the German school of history and von Schmoller’s
teacher {(von Schmoller, in turn, being Gay's wacher), Gay himselt pointed
out that, since the time of the old and young German schools of history, eco-
nomic history had made considerable progress; and this progress has “en-
abled us to be economic historians instead of historical economists”.* With
Gay, and going buack through him to von Schmoller, economic history was
born in the United States of America, just as it was with Ashley in England.

Y Round Table Conference’s “Stages in Economic History” in American Economie Review, March
1930, Supplement, pp. 3-14.

'# Cf. Jackmman, The Impontance of Economde History, op. cit, p. 9.

5 Ihid., pp. 16-17.

BCEEE Gay, “The Tasks of Economic Histony™, in 2he foursal of Foonomic History, ec., 1042,
Supplement, . 9.
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