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Joseph A.Schumpeter was one of the greatest economists of the twentieth
century. His History of Economic Analysis is perhaps the greatest contribution
to the history of economics, providing a magisterial account of the development
of the subject from Ancient Greece to the mid-twentieth century.

Schumpeter’s views on his predecessors have proved to be a constant source
of controversy. Here individual chapters examine such disparate questions as
Schumpeter’s apparent disregard for the American Institutionalises, his grudging
respect for Adam Smith, the perspicacity of his views on Quesnay, and his
preference for Walras over Pareto. Four chapters are devoted to the early
medieval schools, neglected in all of his writings. Schumpeter’s magnum opus
is related to the rest of his economic output, especially his views on money and
on methodology.

With contributions by leading historians of economics from six countries,
this volume analyses Schumpeter’s contribution to the history of economics,
considers its lasting significance, and uses it as a benchmark to assess the
current state of the field.
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INTRODUCTION

Laurence S.Moss

The twenty-first annual meeting of the History of Economics Society was held at
Babson College, 10-13 June 1994. Since 1994 marked the fortieth anniversary
of the publication of Joseph A.Schumpeter s History of Economic Analysis (HEA),
a request went out to those presenting papers at the conference to appraise what
Schumpeter said about their subjects (if, indeed, he said anything at all) and to
assess how well Schumpeter’s treatment stacks up to contemporary thinking on
their areas of expertise. The point of this exercise was not only to pay homage to
perhaps the greatest work by one of the greatest economists of the twentieth
century but also to use the HEA as a benchmark against which to measure progress
in our small but thriving subdiscipline within economics. I was delighted that
many of the 130 presentations harked back to Schumpeter’s majestic HEA, either
to document an alternative treatment of a current topic of interest or else to
commend the esteemed Harvard economist for his pioneering investigations.'
At the end of the Babson conference a referee committee was set up and
charged with the practical responsibility of deciding which of the papers
submitted for publication would be accepted for inclusion in this volume.
Eighteen of the thirty-six submissions were selected to become chapters.
Together these chapters offer a rich tapestry of commentary and reflection on
economic literature spanning several centuries. What they have in common is
their connection to Schumpeter’s magisterial volume or (with several
exceptions) to important themes that Schumpeter raised in that volume.
Schumpeter had not completed his work on the HEA manuscript at his death
in 1950. It remained for his third wife, the scholar Elizabeth Boody Schumpeter,
to cull fragments, incomplete chapters, and nearly completed sections of the
early drafts. She assembled a coherent and monumental study that ranged from
Ancient Greece to Keynes and, in the words of one eminent reviewer, aimed
“to account for every writer who made a significant contribution to the devel-
opment of economic theory” (Viner 1991:327). Of course, no book could do
all that, especially for a discipline like economics in which the outer frontiers
were changing as its scope enlarged and its methods of investigation developed.
Despite its many blemishes, Viner got it right when he described Schumpeter’s
History of Economic Analysis as “the most constructive, the most original, the
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most learned, and the most brilliant contribution to the history of analytical
phases of our discipline which has ever been made” (1991:328). When asked
to prepare a suitable introduction to the 1994 reprinting of the HEA, Mark
Perlman concurred with Viner’s assessment while acknowledging that in certain
areas the work remained unfinished: “Flawed by its incompleteness (due to the
author’s sudden death), there is, nonetheless, nothing else like it in the English
language; and even when one turns to other cultures, nothing has appeared
which has its appeal, if not its scope” (Perlman 1994:xxi). The task of remedying
this incompleteness is what motivated several of the authors who have prepared
chapters for this current volume, as I shall explain below.

The following chapters were selected as high-quality contributions to
economics and its historical development but they were chosen with a broader
goal in mind. The chapters taken together highlight some of the most interesting
facets of Schumpeter’s book: its treatment (or mistreatment) of certain thinkers
and topics and most remarkably its relationship to the whole of Schumpeter’s
scientific contribution made during the first half of the twentieth century.

In the remainder of this Introduction I shall highlight the interconnections
between the chapters below and the light they throw on both Schumpeter’s
historical treatise and other aspects of his scientific contribution. I make no
claim whatsoever that the interpretive opinions of the nearly two dozen
economists presented here add up to an embroidered whole; admittedly, we
have a patchwork quilt of one sort or another. The linkages that I record here
would probably be no surprise to the individual authors, but no vote has been
taken on them. This volume provides an interesting and, I hope, not too
controversial companion to the HEA. At the same time it represents the twelfth
in the History of Economics Society’s “Perspectives on the History of Economic
Thought” series. In its topics and in the distribution of its authors, this volume
of the series continues the Society’s history of bringing together distinguished
economists from around the globe and promoting inquiry into the history of
economics and related areas of intellectual history.?

The best place to start is with Schumpeter’s personal understanding of what
it was that he was trying to do in HEA. Schumpeter announced that his book
was to be a history of economic analysis: “theorems and not persons [were to
be] the heroes of [his] story.” In point of fact, the great book never stuck to this
or any single historical approach. The reviewers of the book acknowledged as
much in 1954, when the book first appeared. According to Viner, a legitimate
history of economic analysis can be written from a variety of perspectives.
First, one can concentrate on ideas and concepts, the “intellectual ingredients
of theories.” Second, one can write about the history of theories as ingredients
in large systems of thought. There is always the third alternative, of writing
about the economists or philosophers themselves and their respective schools
of thought. Finally, one can concentrate on the history and use of particular
analytic tools. Viner concluded that Schumpeter provided his readers with alittle
bit of every conceivable approach and “move[d] from one to another freely as
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he [went] along” (Viner 1991:328). The reader senses a hypnotic quality to the
work as Schumpeter declares what is or is not important about the immense
literature that he somehow managed to survey in a thousand or so pages of
small text. Still, despite the unanimous praise, it is part of a scholar’s business
to scratch beneath Schumpeter’s rhetorical swirls and erudite opinions to ask
what it is that Schumpeter thought he had accomplished and, equally as
important, what it is that he actually accomplished.

Mark Perlman’s “Assessing the Reprinting of Schumpeter’s History of
Economic Analysis” (Chapter 1) provides a stimulating opening for this volume.
It is well known that Schumpeter praised Léon Walras for his vision and
technical accomplishments in formulating the idea of general equilibrium. What
is so puzzling to scholars like Perlman, then, is why Schumpeter did not heap
the same quantity of praise on Vilfredo Pareto, whose broader sociological
concerns line up so closely with what Schumpeter considered to be important
to economic sociology and economic history. With its emphasis on the
nonrational aspects of human action, Pareto’s sociology should have had strong
appeal for Schumpeter “the man” as well as Schumpeter the “social scientist.”
Yet it is Walras and not Pareto who emerges as the hero in the work that was,
most ironically, supposed not to have any heroes at all. Mark Perlman asks
why Schumpeter generally overlooked the importance of Pareto’s sociology.
Schumpeter’s obituary of Vilfredo Pareto was prepared a year or so before
Schumpeter himself died, and it is tempting to speculate on how Schumpeter
might have revised his treatment of Pareto had he been blessed with more time
to finish the HEA (Schumpeter 1949). It is clear that both Schumpeter and
Pareto emphasized the “nonrational” side of human action, although Schumpeter
considered it mostly in terms of preanalytic visions that subsequently motivate
the development of analysis (which then somehow escapes the limitations of
the preanalytic vision). Pareto, on the other hand, stressed that nonrational
elements are manifest in all human action. Other contributors—Roger
E.Backhouse (Chapter 2), Antonio Callari (Chapter 17), and Yuichi Shionoya
(Chapter 18)—also touch on the problem of the presuppositions of economics
and how they shape analysis.

Schumpeter’s notion of a preanalytic “vision” must have seemed an odd idea
to those economists who in the second part of this century campaigned to make
economics a rigorous science more like physics than like psychology. By the
1960s, however, Schumpeter’s pattern of thought had become popular among
historians of science through the related Kuhnian construct of the “paradigm,”
which came to dominate historiographical writing. Roger E.Backhouse (in Chapter
2) persuades us that Schumpeter’s notion of vision actually anticipated the one
made famous by Thomas Kuhn. Indeed, the HEA recognizes at one place after
another that economics, like all sciences, emerges from the activities of collections
of thinkers who have some conscious understanding of the involvement of the
others. These discussions add up to an implicit contribution of the now fashionable
field of “sociology of science.” Backhouse’s observationsare firmly supported
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by Shionoya (Chapter 18), and both credit Schumpeter for his contributions to
the fledgling field of sociology of science.

Although Schumpeter had a remarkable tendency to uncover clusters of
intellectuals and construct from them veritable “schools of thought,” there are
places in his HEA where he seems to turn a blind eye to important bodies of
economic literature. In some cases, these omissions are not the sorts of matters
that Schumpeter might have corrected in a final, polished version of his HEA.
Many of the chapters that follow focus on errors and omissions in the story
Schumpeter tells about the history of our discipline. William Barber, who has
done much to call attention to the American economic contribution, suggested
that Schumpeter’s selective vision may have seriously biased his handling of
American economic thought in the HEA. Schumpeter was distinctively unkind
to the Wisconsin school of thought—a school that included John R.Commons.
The Wisconsin school’s considerable impact on the New Deal policy during
the 1930s merited at least a mention. (Could Schumpeter s opposition to the
New Deal have biased his historical judgment?) The great institutionalist John
R.Commons, who pioneered an intelligent appreciation of the role legal
institutions play in giving shape to the market process, does not receive as
much as a nod in the HEA (indeed, his name does not even appear in the HEA
if we can rely on the author index). Another example is the great Darwinian-
style economist, Thorstein Veblen, who is mentioned several times but is not
fully appreciated. (In Chapter 15, Professor Broda offers an interesting
comparison of the methodological approaches of Commons and Veblen,
repairing this obvious gap.)

Of course, there are several American economists that do receive praise for
their analytic achievement, but Barber suggests that an ideological bias on
Schumpeter’s part may have clouded his judgment. Barber finds it hard to
avoid this verdict, especially given the praise Schumpeter heaped on Henry
C.Carey, for whom the bulk of the American economics profession had only
contempt. Similarly, Bette Polkinghorn (in Chapter 4) expresses puzzlement
as to why Harriet Martineau and Millicent Fawcett, both of them English writers
with publications enjoying major market successes and not without some
analytic acumen, receive no attention from Schumpeter.

Part I concludes with a stimulating chapter by Annie L.Cot and Jérome
Lallement. In the grand tradition established by Schumpeter himself, Cot and
Lallement try to define the historical moment when the concept of “the economy”
arose. The emergence of this distinct mental entity separate from other
longstanding notions—"“community,” “empire,” “borough,” “church,” and so
on—required the juncture of new categories of thought. Cot and Lallement identify
three “ruptures” that occurred over two centuries and that are represented in
important writings by Bernard Mandeville, John Locke, and Jeremy Bentham.
The junction of these ruptures with the past establishes the frontiers of a new
discipline which we now recognize to be “economics.” Economics studies the
novel idea of “the economy.” Cot and Lallement suggest that one cannot suppose

4
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that ideas about prices, commodities, interest rates, and self-seeking human
behavior were always there to be studied as “economic facts,” as Schumpeter
contended. Instead, it may be impossible to write a history of analysis that does
not situate economics in a cultural nexus of understandings and special meanings.
Cot and Lallement can be interpreted as proclaiming that Schumpeter’s research
program in HEA was more than marred by several errors and omissions; indeed,
the project was flawed from top to bottom.

According to Cot and Lallement, who draw inspiration from Michel
Foucault’s pioneering work on the archaeology of the human sciences, what
Schumpeter tried to accomplish was virtually impossible (Foucault 1994). How
can anyone write a history of economic analysis going back to ancient times
when the concept of an economic system is of such recent vintage? Most of the
authors in this volume, however, would not go so far as Cot and Lallement and
rule out the search for the historical roots of ideas about the economy that
Schumpeter pioneered so fruitfully. What unites most of the other contributors,
in fact, is an apparent agreement that Schumpeter’s goal was a legitimate one
but that he made several errors and many omissions.

Of all Schumpeter’s alleged errors in the HEA, the one that seems to have
stirred up the most debate among historians is Schumpeter’s remark about an
alleged “great gap” in the flow of analytic economic discussion between the
ninth and fourteenth centuries (Schumpeter 1954:73). That is why this volume
devotes a considerable amount of space to the subject. Part II contains a most
interesting and diverse collection of chapters relevant to this most notorious
assertion of Schumpeter’s. I suspect that it is best to review Schumpeter’s
apparent error first and then move on to a short summary of the arguments
presented in the papers.

At the start of the second part of the HEA, in a remarkably polished chapter
entitled “The Scholastic Doctors and the Philosophers of Natural Law,”
Schumpeter explained to his readers why he was jumping 500 years ahead to St.
Thomas and the thirteenth-century renaissance from early Christian thought (St.
Augustine and the Roman Church fathers), thereby ignoring the enormous
literature of the Eastern Byzantine Empire and by implication the literature of
Egypt, Persia, Spain, India, China, Africa, and other places as well. Schumpeter
acknowledged legal rights, monetary matters, including fiscal tax policy, and
commercial and agricultural policy were of course subjects of an immense
literature. This is undoubtedly true, but Schumpeter went on to assert that among
the thousands of manuscripts and fragments that have survived between, say,
AD 800 and AD 1300 there is precious little that amounts to a philosophical or
speculative outlook about money, taxes, and law. For that reason, “no piece of
reasoning that would have to be mentioned here has been preserved” (73). Is that
true? Is there a great gap in the literature of analytic economics?

Hamid Hosseini does not think so, and in Chapter 6 he does his best to set
the record straight by mining the Persian sources. Hosseini calls attention to
many medieval Muslim writers, inspired by the Islamic ethos and influenced
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byGreek and Iranian thought, who explained the economic realities of their
societies during the centuries of Schumpeter’s great gap. Louis Baeck follows
in Chapter 7, with an interesting treatment of Ibn Khaldun, a cleric of the
fourteenth century (at the tail end of Schumpeter’s blackout period) who, Baeck
argues, is the greatest social scientist of medieval Islam. Schumpeter was aware
of Ibn Khaldun’s seminal contributions as a historian and pioneer sociologist,
but he perhaps understated Ibn Khaldun’s contributions to the theory of
economic development (Schumpeter 1993).

In Chaper 8, Nelson PLande provides a clear analysis of the linkages the
great twelfth-century Jewish philosopher Maimonides detected between wealth
and charity. Apparently, charity is justified not in terms of the salutary
consequences it will have on the recipients but in terms of the personal impact it
has on the state of mind of the donor. Maimonides ranked the different categorical
ways in which charity may be given from most preferred manner of giving charity
to the least preferred method. Lande does not make any attempt to distinguish
religious or theological discussion from the rudiments of an emerging social
science. Still, Lande’s accurate and authoritative presentation of Maimonides’s
views will pave the way for a greater appreciation of this philosopher by historians
of social science. The ground has been cleared for others to debate whether the
work of Maimonides should be considered an exception to the “great gap.”
Interestingly, Maimonides is mentioned at least once in Schumpeter’s HEA as
the great Jewish theologian who, like St. Thomas, tried to reconcile religious
doctrine with Aristotelian analysis.

Finally, in Chapter 9, Mark Tomass offers us a readable and extremely useful
translation of the significant parts of the Egyptian Al-Maqrizi’s pioneering
essay on money, which was written at the start of the fifteenth century.
Technically, this work, like Ibn Khaldun’s, lies outside Schumpeter’s blackout
period, but it suggests that even in the literature Schumpeter did cover there is
more work to be done. Ordinarily the manuscript would be classified as “late
Renaissance” except that it was written in a tumultuous period: at the time, the
Islamic community was nearing the end of its glorious age of accomplishment
and prosperity. Al-Maqrizi’s goal was to explain the depression-like crisis to
the masses. His method was to review significant events in history with an eye
toward making policy recommendations for ending the current crisis. In order
to lay the foundation for policy formulation, Al-Maqrizi went beyond
Maimonides in his writings. Al-Magqrizi claimed that it is not the quality of
ones acts that is of prime importance but the consequences of the acts. He
moralized about the evils of corruption, currency debasement, high rents,
oppressive taxation, and so on, but his moral outrage is remarkably relegated
to the strictly scientific claim that corrupt activities cause living standards in
the realm to fall. Although Tomass is much more guarded in his praise of the
analytic quality of this discussion than, say, Hosseini, his chapter suggests that
Al-Magqrizi’s special book may indeed be the beginning of modern social
science. Tomass also argues that future histories of economic thought can ill
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afford to do what Schumpeter did and omit references to fourteenth-century
Islamic writers Ibn Khaldun and Al-Magqrizi, or for that matter the rich harvest
of Persian and Jewish writers also.

Thanks to the research presented in this part and to a variety of important
other writings and papers, some of which appeared in previous History of
Economics Society conference volumes, Schumpeter’s “great gap” has begun
to be filled (Essid 1987; Ghazanfar 1991; Soofi 1995). As this century ends,
historians can celebrate some success in responding to Schumpeter’s implicit
challenge. (The textbook literature in the history of economics has yet to take
adequate notice of this literature, however.)

Part III contains two stimulating chapters responding to significant
controversies sparked or at least fanned by the HEA. It is a well-known fact
that Schumpeter intended to publish a major work on money and banking that
would elaborate and in some ways supplant an earlier monograph that had
been favorably received by economists (Schumpeter 1952). Schumpeter’s major
work existed in the form of a manuscript written in German that he had prepared
in Europe and carried with him to Harvard, where he planned to make major
revisions. That manuscript was finally published in 1970. It is clear that
Schumpeter considered his theoretical manuscript on money, begun in the 1930s,
to be inadequate and, according to Robert Loring Allen, he “had been fussing
with it ever since.” It is clear from Schumpeter’s personal correspondence that
as late as 1949 he was planning a revised English version (Allen 1991, 2:228-
9). His unsettled views on money and credit and their relationship to the formal
features of a capitalist society as expressed by the general equilibrium model
must have shaped his understanding of the history of monetary economics.
There are clues hidden in the HEA.

Two papers at the conference were addressed to Schumpeter’s monetary
views, and both have become chapters in this part. In Chapter 10, Ghislain
Deleplace reviews the complicated discussion that Schumpeter offered in Part
II, Chapter 6 of the HEA about the differences between real analysis and
nominalist monetary analysis and how Schumpeter’s personal views on the
subject were in a confusing state of development. It is clear from Schumpeter’s
discussion that he drew heavily on the quantity theory of money to make his
antimetallist position consistent with his real approach to production and
exchange. According to Deleplace, Schumpeter, despite all of this, could not
deal with the general equilibrium problem that confronts the general equilibrium
school; namely, that in equilibrium any commodity can serve as the numeraire
in which to measure prices and that money seems to have no place in such
schema at all. Deleplace speculates about what Schumpeter’s views on money
would have been like had he paid more attention to the 1577 French debate
about the separation between the “unit of account function” of money and the
“medium of exchange function” of money. Had Schumpeter stepped beyond
Bodin and Malestroit, he might have broken new ground and seen a way to
integrate money into general equilibrium analysis. This distinction between
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money as a “medium of account” and money as a “medium of exchange” does
seem to be coming into its own in monetary economics, and there is some
evidence that Schumpeter may indeed be named a pioneer of this development
(Cowen and Kroszner 1994; Shah and Yeager 1991).

In Chapter 11, Richard Arena and Agnes Festré remind us of Schumpeter’s
extensive search in his many theoretical books and articles for an alternative to
mainstream economics, which posits that the financial sector plays a
fundamental role in the development of a capitalist economy. Inventions do
not instantly become innovations and thereby raise living standards. It is a
complicated business to wrest resources free from other steady-state
applications. In Business Cycles Schumpeter even went so far as to define
capitalism as “that form of private property economy in which innovations are
carried out by means of borrowed money, which in general, though not by
logical necessity, implies credit creation” (Schumpeter 1939:1, 223). Arena
and Festré amass an impressive list of references where Schumpeter tries to
explain why the financial sector must have real effects, and they suggest that
Schumpeter’s HEA ought to be informed by this insight as well. It remains for
others to take this next important step and demonstrate the connections between
financial intermediation and real economic development.

Part I'V of this book moves on to the classical school of economics and fleshes
out some details of Schumpeter’s thinking about this important development in
economics. In Chapter 14, Steven Pressman gives Schumpeter high marks for a
correct understanding of the Physiocratic notion of the Tableau Economique—
the famous zigzag diagram. Schumpeter’s remarks in 1954, especially those to
the effect that the Tableau Economique was neither a general equilibrium model
of the economy nor an input—output schema, are remarkably coherent and have
held up well. Pressman explains that the Tableau was not a general equilibrium
model because it gave pride of place to money as the means by which economic
exchanges allowed the surplus production in agriculture to nourish all classes. It
was not an input—output model either, Pressman argues, because of the
importance Dr. Quesnay attached to the surplus idea. Pressman praises Schumpeter
for his perceptive understanding of the Physiocratic school.

Two characteristics of Schumpeter’s treatment of classical economics have
been much commented on by reviewers. The first is Schumpeter’s apparent
dislike for Adam Smith as an original theorist and his consequent dismissal of
the Wealth of Nations for containing little that was original for its time (Viner
1991:338). The second is Schumpeter’s strong distaste for vulgar utilitarianism,
which, according to Schumpeter, owes its popularity to Jeremy Bentham’s
towering influence but which ironically had very little to do with the theoretical
content of Bentham’s economics (Viner 1991:334). Both conclusions may have
been hasty and overdrawn, as Chapters 12 and 13 demonstrate.

In Chapter 12, Spencer Pack argues that had Schumpeter a more complete
knowledge of the entire body of Adam Smith’s writings—especially in the
1762-3 report of Smith’s lectures, which was rediscovered only in 1958 (Smith
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1978)—he might have had more genuine praise for Smiths analytic contribution.
Pack explains that the idea of the “invisible hand” is not a description of laissez-
faire policy but instead a metaphor that Smith employed to communicate the
subtle insight that customs, habits, and institutions often have unintended
consequences, which may be undesirable as well as desirable. In the end, a
careful study of the entire body of Smithian literature suggests that Smith was
an epistemological skeptic and not at all unlike David Hume.

In Chapter 13, Nathalie Sigot examines the impact that Bentham’s utilitarian
approach to legislation had on the specific description and analysis Bentham
offered of the segmented labor market. This presentation is enough to cast
doubt on Schumpeter s claim in the HEA that the analytic stature of Bentham’s
economics is totally independent of his utilitarian theory of legislation. Sigot
examines how the utilitarian approach influenced what Bentham had to say
about wage rate determination.

The three chapters of Part V cover ground that is not directly related to
Schumpeter’s HEA. As we are reminded in Chapter 3, Schumpeter was
maddeningly silent about the American Institutionalists as theorists. In Chapter
15, Professor Broda contrasts the use of evolutionary ideas in the writings of
Thorstein Veblen and John R.Commons. This essay fills an important lacuna
in the HEA in a manner that would have appealed to Schumpeter, who had a
rich interest in related streams of thought in science.

In Chapter 16, Peter J.Boettke and David L.Prychitko review the considerable
number of contributions to subjectivist economics that we find in the economics
of Kenneth Boulding. Their discussion points up the irreconcilable contrast
between a subjectivist economics that argues that the social world is not much
more than a social construction of reality carried out under conditions of radical
uncertainty and a general equilibrium framework that assumes that information
is costlessly available to all and objective and measurable in character. It is
clear that Schumpeter favored a thoroughgoing objectivism in economics, at
times denying that “economic facts” were anything more than sense sensations.
Boulding and the modern Austrian school represent an approach to economic
literature that is from this point of view “anti-Schumpeterian” in both detail
and spirit and yet deserving of a place in any comprehensive history of analysis.

In Chapter 17, Antonio Callari indicts classical political economy for its
attachment to patriarchal modes of discourse that themselves help promote the
subordination of women in our culture. I do not think that Schumpeter would have
ever suspected that conceptual thought could have such an unintended effect on
both social and political organization. Callari is convinced that a discourse that
does not distinguish the gender of agents perpetuates, and even justifies, the lack of
discussion about subordination. This is the great failing of modern social science.
So long as economic discourse is patriarchal discourse, feminist economists are
not likely to find much interest in either classical or neoclassical economics. Callari
is concerned that those who have studied the methods of historical scholarship in
our discipline—and Callari s list probably includes Schumpeter—are ignorant of
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the way patriarchal modes of discourse divert attention from the reality of the
situation in which women find themselves. With Callari’s chapter we have passed
far beyond the style and content of the history of economics that characterized
Schumpeter’s HEA to the politics of discourse itself.

Finally, in Chapter 18, we return to the broad problem of historical
scholarship in Schumpeter’s great book and how that effort interrelated with
Schumpeter’s contribution to economics and methodology. Professor Yuichi
Shionoya, Japan’s most distinguished Schumpeter expert and past president
(1990) of the International Schumpeter Society, has provided us with an erudite
and perhaps definitive account of Schumpeter’s ideas about the sociology of
science. According to Shionoya, “the sociology of science draws attention to
the actual activity of science that is carried out in social surroundings and tries
to clarify empirical and dynamic phenomena such as growth and decline,
acceptance and rejection of specific sciences.” Schumpeter’s interest in
sociology of science was related to his quest for a “universal social science.”

Shionoya explores the tension in Schumpeter’s writings between the
preanalytic vision and scientific explanation on the one hand and the clustering
of economists into schools of thought and related sociological groupings on
the other. These explorations lead Shionoya to the perennial problem of
Schumpeterian research—that is, why Schumpeter praised Walras and Marx
at the same time. Shionoya reviews the relevant literature and offers his own
original take on the relationship between statics and dynamics in Schumpeter’s
theoretical system.

Shionoya ends his chapter with suggestive remarks about the important
differences between John Maynard Keynes and Schumpeter. It is generally
agreed among scholars that the public perception was that (by 1950) Keynes
had scooped Schumpeter in popular attention as the world’s most celebrated
economist. Keynes’s scientific contribution has only in recent years lost some
of its luster. Shionoya points out that Schumpeter was concerned with economic
development and not the Keynesian problem of short-term stability of the
economy. Schumpeter considered capitalism an essentially stable system that
does not require activist fiscal and monetary policies. Furthermore, by upholding
the importance of saving and the entrepreneurial process, Schumpeter provided
the “severest critique” that Keynesian economics ever faced.

Perhaps Schumpeter died before he had time to include his own contributions
to analysis in the HEA. If he had been able to do so, we would have a better
understanding of what constituted genuine analytic progress for Schumpeter
and what constituted retrogression or decline. We shall not be able to settle
these issues completely, and the debates over the meaning and significance of
Schumpeter’s economics will continue well into the twenty-first century. The
essays in this volume are evidence that Schumpeter’s great historical account
of economic analysis remains a benchmark from which historians of economics
of all stripes and interests, from finance and fiscal policy to feminism and
philosophy of science, can still draw inspiration.

10
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NOTES

1 This book is part of a longstanding series published under the title Perspectives on the
History of Economic Thought. The first eleven volumes in this series were published
between 1987 and 1995 by Edward Elgar Publishing Limited, Grower House, Croft
Road, Aldershot, Hants GU11 3HR, England, and are still in print. In 1995 Routledge
agreed to take over the series; this book (volume 12) is the first to appear under the new
publication arrangement.

2 Compare the Constitution of the History of Economics Society (rev. 19 June 1988),
which was originally adopted at the first annual business meeting of the Society at Chapel
Hill, North Carolina, on 29 May 1974. Requests for information concerning membership
should be directed to the current secretary-treasurer, Professor John J.Bethune at
Bellarmine College, 2001 Newburg Road, Louisville, KY 40205-0671.
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ASSESSING THE REPRINTING
OF SCHUMPETER’S
HISTORY OF ECONOMIC ANALYSIS

Mark Perlman

This is the fortieth anniversary of the original publication of Schumpeter’s
History of Economic Analysis.' Routledge, which holds the distribution rights
ex-North America, has brought out a new printing and asked me to prepare an
introduction for it.?> To dispose of my introduction quickly, let me say that it
has five parts. The first two summarize Schumpeter’s place in the history of
economic thought, and the place of the history of economic thought in
Schumpeter’s own work. The third summarizes in moderate detail the contents
of the book. The fourth surveys the critical reviews given the book, principally
the opinions of George Stigler, Frank H.Knight, .M.D.Little, Lionel Robbins,
Mark Blaug, Ronald Meek, and Jacob Viner. And in the fifth section, I give my
own assessment, an assessment which takes account of what others have thought,
but which goes somewhat beyond their reactions.

In that fifth section I speculate on two points. Virtually all of the other
reviewers comment on the breadth of the vision Schumpeter wanted the book
to contain. I address myself to that point and raise some questions about that
vision. And that is the first point I wish to discuss here.

My second point goes to some matters of judgment. As almost everyone in
the field of the history of thought knows well, Schumpeter reserved his greatest
praise for Léon Walras. Robbins thought this judgment a major error, since
Robbins thought that it was David Ricardo who deserved the laurel wreath. In
my printed essay I have tried to explain that difference in evaluation in terms
of Schumpeter rejecting the Ultilitarian Creed which underlay (and underlies)
most of Anglo-American economics. But, I went on to suggest that it was
probably Vilfredo Pareto, rather than Walras, who truly deserved the laurel
which Schumpeter intentionally awarded to Walras. It is my judgment, one
flying somewhat in the face of the explicit assessment Schumpeter made in
one of his last essays, the one on Pareto, which I shall try to explain in the
second part of this chapter. As my two views, one relating to the vision and the
other to the place of Pareto, are related, let us turn first to the easier, the one
about the vision.
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THE FLAW IN SCHUMPETER’S VISION

When I wrote that I thought that there was a flaw in Schumpeter’s History of
Economic Analysis vision, 1 certainly made it plain that the flaw was not fatal:
the book remains as the outstanding achievement in the history of our field.
Rather, Schumpeter, as Mark Blaug pointed out (Blaug 1962:51), was unable
to deliver the goods that he had promised. What set Schumpeter’s dream above
the others was the multiplicity and complexity of its parts. But, assuming that
Schumpeter sought to offer a vision, how can his vision be judged? Hayek, in
some senses a product of the same Viennese Gymnasium-mold which produced
Schumpeter, offers the beginnings of an interesting comparison and ultimate
criticism. Hayek came to embrace the complex paradigm of individualism—
utilitarianism. Accordingly, had he written of Schumpeter’s vision, he probably
would have said (no doubt politely) that Schumpeter had it wrong.

But Hayek’s enthusiasm for the individualism-utilitarianism paradigm,
emphasizing in his economics the centrality of Bernard Mandeville, Adam
Smith, J.S.Mill and personal liberty, brings to my mind the question of various
possible alternative” paradigms (Hayek 1978:249-66). I mention but three:
the centrality of scarcity, the centrality of uncertainty, and the centrality of
essential (i.e. stable) moral imperatives (i.e. values).

As we have seen, Schumpeter rejected the paradigm of individualism-
utilitarianism (and personal liberty). He did not seriously consider the paradigm
of uncertainty. But, in the absence of any other specification, it seems to me he
was groping for some paradigm of fundamental social morality. He was easily
sidetracked, and spent too much effort decrying ideology (although he never
decried theology).

Meek noted in his Marxian interpretation that prior to the classical tradition,
economics dealt with social (by which I suspect he might have meant stable
imperatives) issues like the relationship between workers and their lords (Meek
1962:11f). He went on to say that during the classical period that paradigmatic
interest shifted away from an historically appropriate discussion about classes,
people, and social organization to an historically inappropriate nexus between
producers and goods. My suggestion is that the vision that Schumpeter really
sought was one involving something akin to a theological paradigm—integrating
fundamental, non-changing, ethical and social values and the dynamic workings
of an evolutionary economy.

By fundamental human and social values I mean an absolute, true system
which was exogenous to time and place. It was for this reason that so much of
Schumpeter’s interest focused on medieval writers and Natural Law, but his
own remarriage after his divorce alienated him from the religion of his ancestors.
Loran Allen asserts that while Schumpeter seemed to believe that conventional
religious beliefs were for mortals lesser than he, he became increasingly mystical
as he grew older—to the point of writing to and talking with his dead mother
and his dead second wife (Allen 1991, 2:199-200). My own assessment differs
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from Allen’s, who like many modern scientists offer their discussions and
judgments of concepts of religion and religiosity on narrow, somewhat
formalistic and institutionalized planes.

‘When he was a younger man he had thought that science could furnish answers
covering all topics. By the time he had gotten to this work, he had less faith in
science (note his bow to Hayek’s crusade against Scientism), replacing it with an
interest in historical sociology (Hayek 1964). My point is simply that his sense
of vision, great by comparative standards, was nonetheless admittedly incomplete.
On the one hand, there was from his religiosity a sense of timeless all-
encompassing truth, which included but transcended science, for science was
the name given to marvelous sets of analytical tools, when perfected timeless in
nature, but certainly never as grand as the basic vision itself. On the other, there
was historical sociology which gave some limited system to the bodies of material,
including methods of exposition, relating to ever-changing societies.

I think that there was genius in Schumpeter’s linkage of science and greater
truth, but he knew of a flaw as well. He was aware that scientific advance in one
area not only could be translated to work in other areas, but that in the process
more was occasionally transferred than merely scientific method. The original
area had its own Gestalt, and the transference often brought along pieces of that
original Gestalt, which could be essentially alien to the new area. Isaac Newton,
one of the inventors of the calculus, was a physicist interested in mechanics and
therefore concerned with equilibrium. Economists, appreciating the potential of
the calculus, often were unaware that they were applying a physics-derived
technique to a sociobiological type of discipline, where the one important truth
was not movement towards an equilibrium but constant mutation.

Thus, I conclude that Schumpeter wanted a vision which embraced and bound
together the permanent and exogenous with the sociological-transitory and
indigenous, and he failed to find it. Had he chosen to build on the American
Institutionalist writers such as John R.Commons and Wesley C.Mitchell as
exemplars of the sociological-transitory with their inability to find the timeless
truth, he could have shown the dilemma from the non‘“‘theoretical” side. Unlike
many of the theorists of his time, Schumpeter expressed some, if limited, respect
for what they were trying to do; but he did not go on to say what should have
been said:

(a) that they did not see beyond the Hobbes—Locke individualist—utilitarian
paradigm; and

(b) that their ignorance of Pareto’s work on nonrational systems made their
work far more barren theoretically than it should have been.

WHY DID SCHUMPETER OVERLOOK PARETO’S
SOCIOLOGY?

Why he overlooked these Institutionalists is one thing, but why did he generally
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overlook the relevance of Pareto’s sociology in the discussion of his own vision?
Here is another dilemma. What explains this neglect—particularly since
Schumpeter was part of the Harvard seminar in the 1930s which focused
somewhat productively on the English translation, Mind and Society, of the
Tratatto de Sociologia Generate?® Possibly, this problem haunted him, and, in
one of the last and best of his essays, printed in 1949, he set out to evaluate
Pareto, the man, his economics, and his theory, for what were clearly defensive,
nonetheless competent purposes (Schumpeter 1965:110-42).

Let me only note here that while Schumpeter chose to emphasize Walras
and Pareto mostly as mathematical economists, each was also deeply steeped
in historical, institutional, and even empirical detail. It is a tragedy that our
students think of them as only abstractionists, but it is a tragedy easily prevented
if they are told to look at the actual texts.

About Pareto the man, Schumpeter noted the obvious; how brilliant was
Pareto’s mind as well as how difficult was his personality. More than that,
Schumpeter took great care to show how much Pareto suffered from being
misunderstood by those who should have known better, and how poorly
understood he was by those who while claiming him as their guru distorted
what he meant to say. It comes across clearly that in Schumpeter’s mind Pareto
was a scientist sans pareil: unlike Walras, Pareto created a following, and unlike
most leaders Pareto was ever conscious of his debt to Walras, whom apparently
he disliked thoroughly.

The other point to make about Pareto, the man, was his passionate
identification with Italy, a country whose political corruption then (like today)
exasperated many who admired its creativity and cultural sophistication.
Nonetheless, it is significant that Schumpeter, truly no more than a self-made
quasi-aristocrat (some even allege something of a pseudo-aristocrat), judged
Pareto to be a real aristocrat but one tarnished with a bourgeois reformist outlook.
I wonder why Schumpeter included such obiter dicta.

As for Pareto, the economist, Schumpeter’s assessment is mixed. On the
one side Schumpeter lists many but far from all of Pareto’s innumerable “firsts.”
Pareto’s Law of Income Distribution was one of the first empirically discovered
regularities known to economics, and although the interpretation of the Law
varies, its existence involving a fascinating stability is clearly a Paretian first.
In Schumpeter’s words, “Pareto’s ‘Law’ is pathbreaking in the literal sense
even though in the end nothing whatever is left of its particular form”
(Schumpeter 1965:121).

And, Pareto’s ideas about pricing in a socialist economy presaged Barone’s
famous paper. Schumpeter further identifies Pareto as the one who first drew,
albeit awkwardly, the distinction between a “dynamics that studies successive
equilibria and seems to me to denote comparative statics; and another dynamics
that studies the mouvement du phénomene économique and seems to merge
genuine dynamics with the problems of evolution” (Schumpeter 1965:125).

Yet, for example, Schumpeter neglects Pareto’s concept of le sentier (“the
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path”), a construct more sophisticated than tdtonnement. Le sentier is a construct
involving path-dependent solutions—solutions relating to explicit terminal
prices as well as relative power within both economic markets and social
bargains.

Schumpeter credits Pareto with being the architect of the now-accepted non-
cardinal utility theory of value. Pareto’s contribution was “to replace utility
postulates by postulates about observable behavior and thus to base economic
theory on what seemed to Pareto to be more secure foundations” (Schumpeter
1965:129). But as an architect, Pareto was, in Schumpeter’s ideas, no more
than the sketcher of the design, not the draftsman. Nonetheless, it is these sets
of designs which gave rise to the “New Welfare Economics.”™

Schumpeter allows how Pareto’s theory of production was another of his
monumental firsts. It contained a comprehensive structure lignes du plus grand
profit, lignes de transformations, completes et incomplétes (Schumpeter
1965:132). And although Pareto’s system was presented with fixed coefficients
of production, Pareto was aware of the desirability of introducing variations.
But, according to Schumpeter, by that time Pareto was elderly and ill, and he
indicated that others could handle those refinements.

I, myself, have found in Pareto’s work on production many other insights,
including as an example his empirical observation—what today General Motors
Corporation may call “Lopes s Law”—that a small number of input-type widgets
account for most costs, and if costs are to be meaningfully reduced these are
the prime candidates for concentrated attention.

On the other hand, Schumpeter felt that Pareto’s monetary theory was faulty,
even more so than Walras’s. I would have thought that given Schumpeter’s
own frustrations in this area this would have been more a point of personal
identification than the point of criticism it seems to be.

It was with Pareto, the sociologist, that Schumpeter had his troubles. For
one thing, Pareto introduced a set of constructs which Schumpeter found both
alien and arcane. For another, Pareto himself believed that his economics led
to his sociology and although Schumpeter may have taken a tour in that
direction, he did not like the sights.

I suggest three reasons why Schumpeter, who obviously chose to give Pareto
the highest marks in virtually all of his “papers”, nonetheless never gave him
the “Exhibition for His Career.” First, Schumpeter had worked through all of
the Walras available to him, including a great many commentaries; and, while
Schumpeter was a member of the famous Harvard Seminar on Pareto, the quality
of their criticisms, although high, did not match what was available on Walras.
In short, in his own division of labor Schumpeter came on Pareto’s sociologist
critics too late. Second, as I have indicated earlier, Schumpeter was something
of a believer, that is a Deist, and whatever can be said of Pareto and his sociology
there was no place for that sort of thing at all.

And, finally, to have yielded to Pareto’s domination went beyond the point
where he was prepared to go. It is not for nothing that the most important part
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of History of Economic Analysis is the first, in which he pleads for a general
social science approach to the economics discipline. But, he was not prepared
to make historical sociology the Queen.

There remain simply two points. Schumpeter’s limited endorsement of Pareto
was not, in my considered opinion, based on the uses that the Italian Fascists
put his name to. Schumpeter’s own personal history at Harvard in the late
1930s and particularly during World War II indicate that he was not afraid of
damaging his own political reputation; that had already been accomplished
(Allen 1991, 2:136-55).

Second, the real point of this essay is to suggest that the need is for seminars
to do for Pareto’s work what they had done for Walras’s. It is a good thing to
admit monumental achievement (and that we do with regard to the History of
Economic Analysis), but it is a better thing to treat it as the cornerstone of a
school. And that we haven’t done. We should pick up the unfinished task.

NOTES

1 The original edition was published in 1954 under the title History of Economic Analysis
and was based on the numerous pieces and sections of the book that Schumpeter’s widow,
Elizabeth Boody Schumpeter, was able to locate after Schumpeter’s sudden death. It
was published by Oxford University Press in New York and went through numerous
reprintings.

2 Oxford University Press, which holds the North American distribution rights, currently
plans to include the essay when its present stock is exhausted and a new reprint is made.

3 Other members of that Harvard Seminar included J.L.Henderson, Pitirim Alexandrovich
Sorokin, and Talcott Parsons.

4 1 should add that Schumpeter would have liked to give that architectural gold medal to
his old friend living Fisher, but still did not do so. In two of his essays Schumpeter
expresses amazement that Pareto actually voiced to him an admiration for Fisher.
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VISION AND PROGRESS IN
ECONOMIC THOUGHT

Schumpeter after Kuhn

Roger E.Backhouse

SCHUMPETER’S PERSPECTIVE

Schumpeter’s History of Economic Analysis (1954) is written from a distinctive
perspective, outlined in Book I.' There is great emphasis on economics being a
science, where science involves going beyond everyday explanations of economic
phenomena. Many of the phrases Schumpeter uses to describe science reflect
the influence of logical positivism, then developing into the dominant approach
to the philosophy of science. Thus Schumpeter writes that the rules of *“‘modern’
or ‘empirical’ or ‘positive’ science...reduce the facts we are invited to accept on
scientific grounds to the narrower category of ‘facts verifiable by observation or
experiment’; and they reduce the range of admissible methods to ‘logical inference
from verifiable facts’” (8). Such philosophy of science now seems somewhat
dated. So too does Schumpeter’s historiography. According to Schumpeter:

Economic analysis has not been shaped at any time by the philosophical
opinions that economists happened to have...even those economists who
held very definite philosophical views, such as Locke, Hume, Quesnay,
and above all Marx, were as a matter of fact not influenced by them
when doing their work of analysis.

(31-2)

It thus becomes possible for him to focus on the filiation of ideas. This perspective
is given added significance when combined with Schumpeter’s view that
interdependence, seen in Walrasian terms, is the central economic problem.

[TThis all-pervading interdependence is the fundamental fact, the analysis
of which is the chief source of the additions that the specifically scientific
attitude has to make to the practical man’s knowledge of economic
phenomena; and that the most fundamental of all specifically scientific
questions is the question whether analysis of that interdependence will
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yield relations sufficient to determine...all the prices and quantities of
products and productive services that constitute the economic “system”....
The discovery [of this fundamental problem] was not fully made until
Walras, whose system of equations, defining (static) equilibrium in a
system of interdependent quantities, is the Magna Carta of economic
theory.... The history of economic analysis or, at any rate, of its ‘pure’
kernel, from Child to Walras might be written in terms of this conceptions

gradual emergence into the light of consciousness.
(242)

Today such a perspective seems naive, both as philosophy of science and as
historiography: we have learned much in the past forty years.

The main reason why Schumpeter’s perspective seems dated today is the influence
of Kuhn’s Structure of Scientific Revolutions (1962). In the 1960s economists began
to interpret the history of economic thought in terms of Kuhn’s categories of
paradigms, normal science and scientific revolutions.” Progress was defined only
within paradigms, not across them, which meant that unless one argued that the
whole of economic thought from Child to Walras constituted a single paradigm,
Schumpeter’s account must be flawed. Science could, after Kuhn, be understood
only with reference to its sociology and its history. Though it is arguable exactly
how far Kuhn himself went in this direction, the “rules” of scientific procedure were
to be found not in philosophy but in scientists’ practices. Also important has been
the influence of the Popperian school, notably Popper, Feyerabend, and Lakatos.
Popper’s falsificationism makes it impossible to see scientific method as “logical
inference from verifiable facts.” Feyerabend’s methodological anarchism has made
fun of the notion that there are absolute standards in science, dispelling the air of
confidence that pervades histories such as Schumpeter’s. Lakatos’s methodology
of scientific research programs provided a framework, seemingly more rigorous
than Kuhn’s, through which the history of economics could be interpreted, whilst
his methodology of historical research programs, involving the idea that philosophy
and history could inform each other through the method of rational reconstructions,
provided a way to write philosophically informed history.

But how much have we learned? There is now considerable skepticism about
the relevance of falsificationism to economics. It is hard to identify the
components of Lakatosian research programs, and his method of rational
reconstructions is seen by many as distorting history.* Though it may nonetheless
be important in altering our perspective (see Hausman 1994), Kuhn’s framework
of paradigms and normal science does not take us very far in analyzing history.’
Insofar as it is possible to speak of a trend in methodological and
historiographical thinking in the 1990s, it is probably an emphasis on what has
been called “recovering practice”—away from some of the questions that
dominated the subject in the 1970s and 1980s, the answers to which made
Schumpeter’s position unacceptable.®

Given this trend, Schumpeter’s History of Economic Analysis needs to be
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reconsidered, for the methodological statements it contains are those of one of
the leading economists of his generation. As is argued in the rest of this chapter,
Schumpeter’s view of the history of science is in some respects very similar to
Kuhn'’s, but there are crucial differences. These differences should be seen not
as reflecting positivist influences on Schumpeter, but as being closely linked
to the nature of economics as the subject has developed in the nineteenth and
twentieth centuries.

SCIENTIFIC STANDARDS AND THE EMERGENCE
OF SCIENCE

Science, for Kuhn, is an activity carried out by an identifiable body of
professionals who share both problems and methods of inquiry. The precondition
for the emergence of science, therefore, is the emergence of a universally
accepted framework or paradigm. Prior to the emergence of any such framework,
professionalization is impossible. Instead, one finds a variety of approaches—
by competing schools, each based on a different metaphysics. The absence of
common belief, Kuhn argued, meant that there could be no progress, for each
writer was compelled to build the subject from foundations, there being no
agreed knowledge on which to build. Fact-gathering, therefore, was a random
activity, and there was no clear demarcation between scientist and nonscientist.
This period was the “prehistory” of a science. Transition from prehistory to
“science proper,” though not sudden, took place during an identifiable time
period—in electricity, for example, it was some time between 1740 and 1780.’

Much of this can be found in Schumpeter’s History of Economic Analysis.
Standards and the possibility of progress are associated with professionalization.
Schumpeter wrote:

Now our ability to speak of progress...is obviously due to the fact that there
is a widely accepted standard, confined, of course, to a group of professionals,
that enables us to array different theories. . .in a series, each member of which
can be unambiguously labelled superior to the preceding one.

(39-40)

Professional standards were, he claimed, absent before the end of the eighteenth
century (155).

Schumpeter recognized, as clearly as Kuhn or Feyerabend, that there are no
absolute standards. “The exclusion of any kind of tooled knowledge,” he wrote,
“would amount to declaring our own standards to be absolutely valid for all
times and places. But this we cannot do” (8). Even the magic practiced in a
primitive tribe should be considered science, provided that “it uses techniques
that are not generally accessible and are being developed and handed on within
a circle of professional magicians” (7). However, where Feyerabend (1988)
argued that the values of modern, Western science should be dethroned from
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their privileged position in relation to other forms of knowledge, Schumpeter
adopted the position that knowledge has to be interpreted “in the light of our
standards, since we have no others” (8). Thus when Schumpeter deferred to
the values of modern science (as seen by the philosophy of science of his day)
this was the result of a deliberate choice—he did not deny that there were other
perspectives. The success of this attempt to reconcile absolute standards with a
recognition of the historical contingency of ideas is debatable. Perlman
(1994:xxxv), for example, contends that it was a failure.

The most substantial difference between Schumpeter’s treatment of the
prehistory of science and Kuhn’s lies in the former’s emphasis on analysis as
the distinguishing mark of science. Though he later defines science to include
not only analysis but also specialist techniques of fact-finding (7), the emphasis
is overwhelmingly on analysis as the characteristic of science. In the opening
sentence of the History of Economic Analysis he goes so far as to equate the
“analytic” with the “scientific” aspects of economic thought. More significantly,
however, in his account of the period from Ancient Greece and Rome to the
late eighteenth century he is continually looking for signs of analysis—the
instances are too numerous to cite. Schumpeter emphasizes that a science must
be the result of “conscious efforts to improve it” (7). For example, in his account
of “Dearness and Plenty versus Cheapness and Plenty” he concludes that “In
important respects, the victory of the Cheapness-and-Plenty advocates spelled
analytic advance” (286). The Cheapness-and-Plenty school saw that it was
relative prices that mattered; that cheapness should be measured in terms of
effort, not money; and that falling money prices were a natural way, in a growing
economy, “giving effect to the increasing cheapness of things in terms of effort.”

Schumpeter claimed that science had to be the result of conscious intention:
“a science is any kind of knowledge that has been the object of conscious
efforts to improve it” (7). Where arguments were based on analytic principles,
but in the context of specific industrial or commercial policy programs, without
the analytic principles necessarily being explicit, he referred to “quasi-systems”
(194-9). These had some features of science but were not science. Schumpeter
argues, for example, that the work of Justi was prescientific because, in addition
to not using tools not at the layman’s command, “[he] was not alive to the
necessity of proving propositions” (173). In contrast, Schumpeter did see
Cantillon as engaged in scientific analysis: “Cantillon no doubt felt the scientific
need for some such tool [Quesnay’s Tableau], had the idea of how to construct
one, and actually pointed the way toward doing so” (240).

This emphasis on analysis as what distinguishes science from pre-science is
significantly different from what we find in Kuhn. Though Kuhn’s treatment
of pre-science is, as he himself admits, “much too schematic” (Kuhn 1962:ix),
it is fair to say that he places much greater stress on facts. In the absence of a
common body of belief, people were free to choose what to observe and what
experiments to perform, and fact-gathering was “a far more random activity
than the one that subsequent scientific activity makes familiar,” the pool of
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facts often containing “those accessible to casual observation and experiment
together with some of the more esoteric data retrievable from established crafts
like medicine, calendar making, and metallurgy” (Kuhn 1962:15).

VISION, PARADIGMS, AND THE STRUCTURE
OF SCIENCE

The most important aspect of Kuhn’s Structure of Scientific Revolutions is his
claim that science is characterized by periods of normal science separated by
scientific revolutions. His account of the way science developed was explosive
because it suggested that shared presuppositions and practices, previously thought
peripheral, might in fact be central to the whole process. To quote Hausman:

Before the publication of Kuhn’s Structure of Scientific Revolutions,
philosophers paid little attention to the web of commitments that bind
together co-workers in a common research enterprise.... [TTheir ambition
was to use formal logic and conceptual analysis to provide abstract
characterizations of central features of science, such as confirmation or
explanation. They were inclined to regard the context-sensitive shared
presuppositions that constitute distinct subdisciplines as obstacles in the
way of appreciating the uniform underlying ‘logic’ of explanation,
confirmation, theory structure and so forth. ... Kuhn’s Structure of Scientific
Revolutions was published against this intellectual background, and its effect
was explosive. Not only did it throw a spotlight on fascinating features of
science that had been ignored by previous philosophy, but it offered a way
of avoiding the dead-end to which logical empiricism apparently had led.

(Hausman 1994:195-6)

Kuhn, in other words, turned philosophers’ attention to the structure of science.

Though some commentators have focused on scientific revolutions, the
central concept in Kuhn’s account of the structure of science is “normal science.”
According to Kuhn:

“normal science” means research firmly based upon one or more past
scientific achievements, achievements that some particular scientific
community acknowledges for a time as supplying the foundation for its
further practice.

(Kuhn 1962:10)

Though he uses the phrase “one or more” the examples he cites are instances of
single achievements laying the foundations for subsequent work. These
achievements provide what he later called a “disciplinary matrix” that is
unquestioned within the subsequent period of normal science. Normal science
research involves filling in the gaps, extending and applying the theory, and sorting
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out anomalies—dealing with pieces of empirical evidence that do not fit and
polishing the theory. During any period of normal science, however, there will
arise anomalies which cannot satisfactorily be explained. If these become too
serious, confidence in the ruling disciplinary matrix will be shaken, and the science
will enter a state of crisis. During a crisis, the rules constraining research break
down and scientists try almost anything—Kuhn calls this “extraordinary research.”
Many attempts will be made to resolve anomalies, but out of them one will
eventually dominate, becoming recognized as resolving the anomaly and
providing the basis for future research. Scientists switch their allegiance to the
new paradigm or simply die. A new period of normal science emerges.

A period of crisis has much in common with the prehistory of science,
discussed in the second section of this chapter. There is no agreement on the
framework within which scientific inquiry is to be carried out, with the result
that the choice of methods and the facts that are sought are in a sense random.
Thus Kuhn associates the beginnings of science with the emergence of a
scientific achievement that has the characteristics needed to form the basis for
a period of normal science. The emergence of science is thus simultaneous
with the emergence of normal science.

If we focus on Schumpeter’s emphasis on the emergence of the analytical
tools of general equilibrium analysis, and on what he termed the filiation of
economic ideas, his perspective appears to be clearly pre-Kuhnian. The History
of Economic Analysis, however, also contains, in its discussion of “classical
situations,” a picture of the structure of economics which has much in common
with Kuhn’s picture of the structure of science. Schumpeter never completed
the section in which he was to define the concept of a classical situation® but
his use of the term makes clear its similarity with Kuhn’s concept of normal
science. Consider his description of the “second” classical situation, which
emerged from the two decades of struggle following the innovations of Jevons,
Menger, Walras, and the historical school. Schumpeter wrote:

And from these again emerged, in the nineties, a typical classical situation
in our sense, the leading works of which exhibited a large expanse of
common ground and suggest a feeling of repose, both of which created,
in the superficial observer, an impression of finality—the finality of a
Greek temple that spreads its perfect lines against a cloudless sky.

(754)

Referring to the monetary theory of the “first” classical situation, he wrote:

Adam Smith substantially ratified it. And for more than a century to come
it was almost universally accepted. ..so much so, in fact, that the majority
of economists came to suspect not only unsoundness of reasoning but
something very like obliquity of purpose behind every expression of
antimetallist views.

(290)
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Classical situations are characterized by consensus over fundamental issues
and by a refusal to question basic assumptions—to regard dissenters as illogical
or prejudiced.

Like Kuhn’s paradigms or disciplinary matrices, Schumpeter’s classical
situations may eventually enter a period of decay. Indeed, his description of
the “first” classical situation as it existed after J.S.Mill comes close to equating
decay with the settling down of the subject. According to Schumpeter:

Then followed stagnation—a state that was universally felt to be one of
maturity of the science, if not one of decay; a state in which “those who
knew” were substantially in agreement; a state in which, “the great work
having being done,” most people thought that, barring minor points, only
elaboration and application remained to be done.

(380)

Out of decay comes revolution, in this instance associated with Jevons, Menger,
and Walras (825).

Schumpeter provides a detailed account of how new ideas might emerge if,
as we hardly ever do, we had to start from scratch. Three stages are involved.
The first stage is “vision”—*"“to visualise a distinct set of coherent phenomena
as a worth-while object of our analytic efforts” (41). This is a “preanalytic”
act, inseparable from ideology (43). He makes the point, however, that such a
preanalytic act comes in not only at the beginning of analysis, but every time
the subject is transformed.

It is interesting to note that vision of this kind not only must precede
historically the emergence of analytic effort in any field but also may re-
enter the history of every established science each time somebody teaches
us to see things in a light of which the source is not to be found in the
facts, methods, and results of the pre-existing state of the science.

(4D

We have a clear parallel here with Kuhn’s notion that new metaphysical
presuppositions are the basis for every new paradigm—switching from one
paradigm or classical situation to another involves seeing things in a new light.
The second stage is to “verbalize” or “conceptualize” the vision. The elements
of a vision are given names that “facilitate recognition and manipulation, in a
more or less orderly schema or picture” (42). Conceptualizing the vision will
lead “almost automatically” to further fact-gathering and to the addition and
deletion of concepts. The final stage is the emergence of “scientific models.”
Schumpeter stated:

Factual work and “theoretical” work, in an endless relation of give and
take, naturally testing one another and setting new tasks for each other,
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will eventually produce scientific models, the provisional joint products
of their interaction with the surviving elements of the original vision, to
which increasingly more rigorous standards of consistency and adequacy
will be applied.

(42)

Three comments are worth making here.

1 Though the nature of the testing is left unanalyzed in a way that would
nowadays be difficult, the emergence of a scientific model involves
interaction between theoretical and empirical work. Empirical testing of
theories appears almost to be unproblematic.

2 Schumpeter sees the elements of the original vision as being modified,
possibly substantially, during the process whereby a vision is transformed
into a scientific model, a perspective similar to that of Cohen (1977). It
may, therefore, be impossible to define an invariant Lakatosian “hard core”
that describes the emerging science.’

3 An important aspect of the process appears to be increasing rigor.

Most, if not all, of this is compatible with Kuhn’s account of the emergence of
paradigms. They differ in that Schumpeter focuses on the processes of discovery
and analytical refinement, whereas Kuhn focuses on the way in which new
ideas emerge from the crisis in the previous period of normal science. Kuhn
thus tells us more about the structure of science in that he provides a much
fuller account of how one paradigm succeeds another. There is, however, an
even more important difference. For Kuhn, a new paradigm is a path-breaking
work which sets an agenda for future research. Revolutionary science is
characterized by a proliferation of theories and methods, one of which eventually
emerges triumphant. This becomes the paradigm in the sense of the “exemplar”
defining the way research is to be undertaken. Schumpeter, however, sees the
emergence of classical situations rather differently. For him the works that
define classical situations are ones that consolidate previous knowledge.

But every classical situation summarizes or consolidates the work—the
really original work—that leads up to it, and cannot be understood by
itself.

(52)

Schumpeter’s “classic achievements”! are not Kuhnian exemplars but works
of synthesis, such as J.S.Mills Principles of Political Economy (1848) or
Marshall’s Principles of Economics (1890). According to Schumpeter again:

The breaks with tradition around 1870 were meant to be breaks by the
men whose names are associated with them.... Upon these “revolutions”
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followed two decades of struggle and more or less heated discussions.
And from these again emerged, in the nineties, a typical classical situation
in our sense.

(753-4)

Revolutionary works, based on new visions, shatter existing consensus, initiating
periods of struggle, or revolutionary science. For Schumpeter, however, classical
situations are based not on these revolutionary works but on the subsequent
works of consolidation and synthesis. Such “classic achievements” are
frequently textbooks (Mill’s Principles of Political Economy and Marshall’s
Principles of Economics are obvious examples) but they are nonetheless
important creative acts, going beyond the textbooks of Kuhnian normal science.

REASSESSING THE HISTORY OF ECONOMIC ANALYSIS

It is tempting to argue that Kuhnian, and later Lakatosian, ideas about the
evolution of science caught on so rapidly in economics because Schumpeter
had paved the way. Indeed, Coats, in one of the earliest essays on the relevance
of Kuhn to the history of economic thought, noted that Kuhn’s model “adds
precision to Schumpeter’s conception of the ‘classical situation’” (Coats
1969:61). There is certainly much in favor of such an interpretation. There are
strong similarities between Kuhn and Schumpeter, as follows:

1 Kuhn’s normal science is very similar to Schumpeter’s classical situation.
Science progresses through alternating periods of revolution and stability.

3 The transition from pre-science to science involves the emergence of a
dominant framework.

4 Metaphysical presuppositions do matter.

5 Science makes sense only as a professional activity.

In addition, Kuhn does, in crucial respects, go much further than Schumpeter—
he “adds precision.” More specifically:

1  He provides an explanation of why paradigms break down.
He analyzes the very different roles played by empirical evidence in periods
of normal and revolutionary science.

3 He shows how normal science may be (indeed, normally is) established on
the basis of an exemplar.

To this extent Coats is correct.

There are, however, significant differences between the two. The obvious
ones are that, in talking about science, Schumpeter retained more of the language
of logical positivism than did Kuhn,'" and that he held a clear (Walrasian) view
of the nature of the fundamental economic problem. These differences explain
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why he was able to write his history in a way that is very different from what
one might expect of someone whose perspective was close to Kuhn’s. They
explain, as was pointed out earlier in this chapter, why Schumpeter’s History
of Economic Analysis now appears somewhat dated. There is, however, a much
more fundamental difference between Kuhn and Schumpeter.

Though one of his basic insights was the observation that much of science
is uncritical, taking the disciplinary matrix as fixed, Kuhn never doubted that it
was the interaction of theories with empirical evidence that provided the
fundamental explanation of the growth of scientific knowledge. Much of normal
science involves fact-gathering and the application of the ruling paradigm to
new areas. Arguably the main reason why crises develop is empirical failures
of the paradigm—anomalies that need to be resolved. Though the process is
far removed from Popper’s falsificationism, Kuhn is concerned with the way
in which theories are tested against empirical evidence.

In contrast, though Schumpeter would never have denied the importance of
testing theories, the process is unanalyzed. The reason is that (at least in the
History of Economic Analysis) he sees economics as primarily analytical—as
akin to mathematics. Analytic progress is associated with increased rigor. He
criticizes economists for inadequate logic and for not seeing the need for proofs
of important propositions, and he does not question basic assumptions
(knowledge of the meanings of economic actions, and interdependence as the
central economic problem). What drives the History of Economic Analysis is
the development of the economists “box of tools,” not the results that can be
achieved with those tools. Using McCloskey’s phrase, Schumpeter, unlike Kuhn,
appears to have “adopted the intellectual values of the Math Department”
(McCloskey 1991:8). This accounts for, among other things, why Schumpeter
emphasizes consolidation as the key to a classical situation, where Kuhn sees a
pioneering contribution as critical. In the sciences with which Kuhn is
concerned, the resolution of anomalous empirical evidence provides a criterion
that causes scientists to choose one theory and to abandon others. Because
economic theory is more like mathematics, the nature of the consolidation
process is different, with the result that the nature of paradigms, both as
exemplars and as disciplinary matrices, is different.

Writers on economic methodology have, in recent years, expressed interest
in “recovering practice”—in seeking to understand what it is that economists
are actually doing. For many this has followed from a realization that the history
of economic thought exhibits many features that models taken from the
philosophy of natural science cannot explain. For example, Hausman (1991)
has sought to do this by going back to, and developing, J.S.Mills notion of an
inexact science, whereas Rosenberg (1992) has argued that economics should
be seen either as mathematics or as a branch of contractarian political philosophy.
What these have in common is that they emphasize the importance of
mathematical, logical progress in the development of economic theory, while
minimizing the role of empirical testing (they are both critical of this, but that
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is a different matter). One of Schumpeter’s merits as a historian of economic
thought is that he shares this emphasis on logic and mathematics, for the result
is that when viewing the history of economic thought he focuses on analytical
progress. This means that his account of the history of economic thought reflects
the centrality of theory that philosophers such as Hausman and Rosenberg
have sought to understand. Schumpeter’s vision of how economics develops
offers more than merely a vague anticipation of Kuhn’s Structure of Scientific
Revolutions: it offers a perspective on the history of economic thought that
reflects the nature of the subject as seen by many leading economists and
philosophers in a way that Kuhn’s does not.

NOTES

1 I shall simply cite the page number whenever I present a quotation from Schumpeter’s

History of Economic Analysis.

See, for example, Backhouse (1994a).

Popper’s work, of course, is not the only reason for this, but his work has, for good or ill,

dominated economists’ discussions of such issues.

4 See de Marchi and Blaug (1991); Backhouse (1992); Backhouse (1994b).

5 The main reason for this is that it is hard to identify paradigms unambiguously. At one
level, the whole of economics since Adam Smith can be seen as a single paradigm, but
this fails to tell us much about the many fundamental changes that have taken place in
economics since Smith’s time. Alternatively we can plausibly identify competing
paradigms on a much smaller scale (classical economics, Keynesianism, monetarism,
neoclassical microeconomics, game theory), but there are problems with this approach
too: it fails to take into account the immense amount that such paradigms have in common
with each other; and it is inconsistent with Kuhn’s view that at any time there is normally
one ruling paradigm, not a range of competing ones.

6 This is the subtitle of de Marchi (1993). Though there were earlier discussions of Kuhn’s
relevance to economics, a particularly important contribution was Latsis (1976). From
this point the emphasis shifted away from Kuhn towards Lakatos’s methodology of
scientific research programs, perceived (whether correctly or not) by many economists
as similar to Kuhn’s methodology. See Backhouse (1994a).

7 Kuhn (1970: chapter II).

Schumpeter (1954:51, n. 1).

9 The difficulties involved in finding such “hard cores” have been one of the major problems
found with applying Lakatos’s methodology of scientific research programs to economics.

10 The phrase “again, in our sense of the term” (380) suggests that this is being used as a

technical term alongside “classical situation.”

11 Kuhn’s break with contemporary philosophy of science must not be exaggerated. The

Structure of Scientific Revolutions was, after all, published as a volume of the International
Encyclopaedia of Unified Science, edited by Otto Neurath.
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SCHUMPETER’S TREATMENT
OF NONMAINSTREAM
AMERICAN ECONOMICS
William Barber

American economists appear in only bit parts in Schumpeter’s History of
Economic Analysis. There is little mystery about why this should be so: Their
nation’s experience is but an eyelash flicker in the sweep of the recorded history
with which Schumpeter dealt. But he might reasonably have slighted Americans
for another reason. The conventional wisdom—as articulated, for example, by
Harvard’s Charles F.Dunbar at the time of the 1876 centennial—held that the
United States had produced no contributors to the world’s stock of fundamental
economic ideas (Barber 1993:11).

What Schumpeter had to say about American economics nonetheless merits
inspection. His observations—even at their most idiosyncratic—are provocative
and worthy of consideration on their individual terms. But there is a broader
rationale for this exercise. An examination of his choices for inclusion (or
exclusion) and his appraisals of the American economists he elected to treat
may also enrich our understanding of his intellectual style.

To set the stage, a distinction needs to be drawn between the history of
economic analysis, on the one hand, and the history of economic thought, on
the other. Schumpeter himself promoted this distinction (Schumpeter 1954:12—
24). If one were to judge solely by the title of his treatise, it would readily
follow that its contents should concentrate exclusively on economists who had
shaped the discipline’s analytic apparatus. A work drawn to such specifications
would presumably focus on those who augmented its theoretical core. Within
these terms of reference, thinkers who had stirred waves in their lifetimes, but
who had left no lingering legacy, should properly be ignored.

In fact, however, the History of Economic Analysis is a methodological and
organizational hybrid. At times, he writes as a historian of analysis. For
simplicity, that posture will be characterized hereafter as Schumpeter wearing
“Hat I.” But at other times, he writes as a historian of thought, as is the case
when he appraises the works of challengers to mainstream doctrine who would
have no claim on space in a pure history of analysis. Schumpeter in that mode
will henceforth be characterized as wearing “Hat I1.”

33



WILLIAM BARBER

To add force to this distinction, it is useful to reflect on the American
economist to whom Schumpeter accorded “Hat I’ treatment without reservation.
Irving Fisher, in his view, deserved to be lionized for his path-breaking
theoretical innovations, which placed him almost on par with Léon Walras.
Though Fisher did not live to see the publication of the History of Economic
Analysis, he was certainly aware of Schumpeter’s assessment. As Schumpeter
wrote to Fisher in early 1946:

I consider you one of the dozen or so finest economists of all times and
countries, and, if I did [not] know that, my work in the history of economic
analysis which I hope to complete in the current year would have brought
that fact home to me.

(Schumpeter 1946)

This judgment referred exclusively to Fisher’s analytic work. It did not imply
that Schumpeter endorsed Fisher’s positions on economic policy. Schumpeter
had made that point clear in 1934 when Fisher was lobbying for monetary
“reflation” as a recovery panacea. Schumpeter then wrote:

Ever since the 2nd ed. of your Rate of Interest, the theory of interest
came out [in 1930], and still more since I read your article in Econometrica
[“The Debt-Deflation Theory of Great Depressions,” 1933],  have a strong
impression to the effect that we fundamentally agree on most of the facts
and principles basic to the explanation of Booms and Depressions. It
intrigues me to know how it is possible for us to atrive, from premisses
so similar to conclusions so different.

(Schumpeter 1934)

Schumpeter’s “Hat I’ reading of Fisher had another noteworthy feature. It was
not just a matter of attending exclusively to analysis, without contamination
from policy implications. It also followed that Fisher’s zeal for causes, though
mentioned in passing, could be dismissed as irrelevant to his analytic persona
(1954:871). From the perspective of the history of thought, the appropriateness
of this dismissal would not be self-evident. After all, Fisher’s thinking on the
gains in labor efficiency associated with prohibition were of a piece with his
confident analysis of the permanence of “new era” prosperity. So also was the
structure of his thinking about rules for “scientific”” hygiene and diet and rules
for “scientific” management of the money supply.

Let us now consider a case of an unambiguous “Hat II”” interpretation of an
American economic writer. Schumpeter’s assessment of Henry C.Carey is
pertinent in this connection. Carey’s vigorous championing of protection as
the hallmark of an American “national system” and his polemics against Thomas
R.Malthus and David Ricardo are sufficient to qualify him for inclusion in a
history of thought, but not in a history of analysis. He was, of course, the first

34



SCHUMPETER AND NONMAINSTREAM ECONOMICS

American to attract any substantial notice abroad—and much of it was
unflattering. John Stuart Mill had been moved to denounce his muddles in his
Principles (Mill 1848: vol. 2, 919), and Marx had attacked him as a naive
“harmonizer” in Das Kapital (Marx 1932). His protectionist doctrines, however,
struck responsive chords in Germany, and he rallied a loyal cadre of disciples
on home turf at the University of Pennsylvania. Even so, the bulk of the
American academic establishment treated him as a national embarrassment.

Schumpeter was certainly swimming against the tide when hailing Carey as a
man of “great vision.” And he was explicitly taking exception to the Charles
Franklin Dunbar position with respect to the intellectual barrenness of American
economics in its first century. What merit then did Schumpeter discern in Carey’s
performance? It was certainly not the strength of his analytic contribution—
indeed, he maintained that Carey “had made negative contributions to analysis”
(Schumpeter 1954:517). Nonetheless, the “vision” was worth taking seriously—
and for Schumpeter an understanding of the role of the preanalytic vision in
setting the analytic agenda was something that mattered. Much of his interpretation
of Keynes s work—of which he was a sometimes bitter critic—rested on the
view that the Keynesian analytic system had been tailored around a “vision” of
England’s “aging capitalism” and “arteriosclerotic economy” (1954:42). Carey,
on the other hand, deserved to be complimented for projecting a vision of an
American reality from which the “Old World’s” population pressures and land
scarcities were banished and where technological progress promised “increasing
returns” through time. The analytic implementation, however, had been
“deplorable,” though—Schumpeter insisted—the vision was “capable of being
implemented more satisfactorily” (italics in the original) (1954:42). Indeed he
sketched the way in which that task could have been performed.

Why, then, had mainstream American economists failed to appreciate the
potential in Carey’s economics? Schumpeter maintained that their judgment
had been blinded by their antipathy to the protectionist component of his
message. This was an unfortunate error: Neither the analysis nor the preanalytic
vision should be prejudged on the basis of ones assessment of the author’s
recommendations on economic policy. In this connection, Schumpeter observed:
“I beg leave to remark that professors are not exempt from bias and that I sense
some in the attitude of many excellent men to the nationalist school: surely,
another interpretation may be put on the protectionist views of American
economists of that and later times than subservience to either pecuniary interests
or prejudice” (1954:515n).

An arresting parallelism is noteworthy between Schumpeter on Carey and
Schumpeter on Simon Patten, who sustained the protectionist tradition at the
University of Pennsylvania from 1888 to 1917. Patten’s teaching, moreover,
perpetuated Careyite themes when attacking Ricardian doctrine and projecting
the image of an “economy of plenty” based on “increasing returns.” With respect
to Patten, Schumpeter observed that “if vision were everything, [he]...would,
historically, have to be put down as one who had few equals, if any. If technique
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were everything, he would be nowhere. As it is he is somewhere between,
standing apart on ground largely his own” (1954:876). Few of Patten’s non-
Pennsylvania contemporaries would have assessed him so charitably.

There was a touch of heresy as well in the manner in which Schumpeter
dealt with another nineteenth-century American—Henry George. Obviously
George had high public visibility: His Progress and Poverty was the most widely
read piece of economic literature in its day. He was an anathema, however, to
the American economists who were then establishing a professional identity in
the academy. The first President of the American Economic Association, Francis
Amasa Walker, for example, regarded this untutored amateur as a fraud—a
view that was shared by most of the emerging professionals. With “Hat II”
firmly in place, Schumpeter came to George s defense, insisting that he displayed
“competence as an economist.” He further declared that “professional
economists who focused attention on the single-tax proposal and condemned
Henry George’s teaching, root and branch, were hardly just to him” (1954:865).

In his treatments of Carey, Patten, and George, Schumpeter thus found some
kind things to say about figures who made no lasting analytic contributions but
who had fueled debate in their own times. Moreover, he was generally kinder
to them than were the professionals among their contemporaries. But there is
an apparent asymmetry in the History of Economic Analysis. A number of
Americans who had enjoyed high prominence—and for whom “Hat II”
treatment could be justified—are dealt with dismissively, if not ignored
altogether. Schumpeter obviously had no taste for the style of the German-
educated “New Schoolers” who were instrumental in the founding of the
American Economic Association. Richard T.Ely, for example, is characterized
as “that excellent German professor in an American skin” (1954:874n). The
absence of any substantive discussion of the work of John R.Commons is also
noteworthy. The editor s notes indicate that Schumpeter intended to include
some material on American Institutionalism, but that the manuscript on this
subject matter was not completed (1954:873n).

Would Schumpeter have given a sympathetic “Hat II” treatment to non-
mainstream American economists of an Institutiorialist persuasion? In the
absence of a manuscript that was promised but not delivered, a definitive answer
to that question is not possible. The fact that this material was not prepared
would seem to indicate, however, that he attached low priority to this approach
to the discipline. Even though he did not address Institutionalism head on, it
may still be reasonable to draw some inferences from peripheral comments
scattered throughout the existing text.

With respect to the Ely-Commons brand of Institutionalism, the indirect
evidence suggests that Schumpeter would have given it a very chilly reception
in a full-dress treatment. He seems to have perceived the “New School”
component of the American Methodenstreit of the late nineteenth century as
contributing to an unhelpful “Tower of Babel.” Schumpeter was wearing “Hat
I’ when asking his reader
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to remember that the point of view appropriate to our purpose excludes
or pushes into the background men whose services were invaluable to
the profession and to their students if they did not do the kind of work
that matters here, which means chiefly, if they neither contributed to the
development of our apparatus nor proved themselves masters in its use.

(1954:873)

Measured against these criteria, the more activist of the “New Schoolers” clearly
did not qualify. Indeed they could be ruled out for another reason: not only did
they fail to produce theoretical innovation, they were militantly antitheoretical.
That posture was unquestionably beyond the pale. Some could be forgiven
Institutionalist propensities, so long as they were not opposed to theorizing.
Wesley C.Mitchell was a case in point. In Schumpeter’s appraisal, Mitchell’s
early “Veblenite tendencies” made him appear to be an antitheorist when
“actually, in intention as well as in fact, he was laying the foundations for a
“theory.”” It was also to Mitchell’s credit that he “displayed no active hostility
to the many ‘theories’ of the business cycle which he listed in his book of 1927
with perfect detachment” (1954:1166).

How then might Veblen have fared as a candidate for “Hat II”” treatment?
Conceivably, he could offer some promising credentials. After all, a case could
be made for Veblen on the basis of the “vision” he projected of America in the
“robber baronial” era. But it is doubtful that Schumpeter would have been
moved by that consideration. His side comments on Veblen’s work describe it
as “practically all in economic sociology” and characterize his views as
“indicative of hostility to the capitalist order” (1954:795n, 802). But Schumpeter
and Veblen were on a collision course for another reason. Throughout his entire
professional career, Schumpeter conceived of the entrepreneur as the dynamic
carrier of progress who performed an invaluable function in propelling an
economy’s forward momentum. Veblen’s conception was totally at odds with
this. As Schumpeter read it, it came close to a “depredation theory of
entrepreneurial gain” in which the entrepreneur was viewed as a functionless
parasite. Though Schumpeter failed to offer a thoroughgoing appraisal of Veblen,
the available evidence strongly suggests that he would not have been prepared
in this case to follow the Carey-Patten-George precedent by extending “Hat I1”
to this brand of nonmainstream doctrine.

Yet another set of considerations lends support to this conclusion. In the
United States in the 1930s, Veblen disciples walked in the corridors of power.
Indeed the architecture of the planning apparatus put in place in the “First New
Deal” owed much to a Veblenian style of thinking about the need for “visible
hands” to counteract the antisocial consequences of unbridled business behavior.
A number of economists wrote at some length in an effort to provide those
policies with a theoretical underpinning. Though Schumpeter must certainly
have known the literature produced by such figures as Rexford Guy Tugwell
and Gardiner C.Means, it is unmentioned. Nor are they mentioned specifically
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in Capitalism, Socialism, and Democracy. Though this work was published in
1942, its contents very much bear the marks of the 1930s and reflect
Schumpeter’s antipathies toward the Roosevelt administration’s economic
policies and toward “New Deal” intellectuals.

There is indeed an asymmetry in Schumpeter’s treatment of nonmainstream
American economists. He was rather generous in his “Hat II” appraisals of
such figures as Carey, Patten, and George. Similar generosity was not extended
to Institutionalist challengers to the mainstream, whether they be of the
Wisconsin or the Veblenian variety. Even if he had lived to complete the work,
it seems reasonable to infer that this asymmetry would have remained. One
can also hazard the guess that that result would have been influenced—at least
in part—by his hostility to the policy prescriptions inspired by Institutionalist
economists. Perhaps Schumpeter was not totally innocent of a fault he found
in others: namely, a failure to suppress one’s views on policy when appraising
an economists doctrinal contribution.

REFERENCES

Barber, William J. (1993) “Political Economy and the Academic Setting before 1900: An
Introduction,” in William J.Barber (ed.), Economics and Higher Learning in the Nineteenth
Century, New Brunswick: Transactions Press, pp. 3—14.

Marx, Karl (1932) [1867] Capital: A Critique of Political Economy, 3 vols., Chicago: Charles
H.Kerr.

Mill, John Stuart (1965) [1848] Principles of Political Economy with Some of Their
Applications to Social Philosophy, in Collected Works of John Stuart Mill, 38 vols., Toronto:
University of Toronto Press.

Schumpeter, Joseph A. (1934) “Unpublished letter to Irving Fisher,” 15 March 1934, Yale
University Archives.

——(1946) “Unpublished letter to Irving Fisher,” 18 February 1946, Yale University Archives.

——(1954) A History of Economic Analysis, New York: Oxford University Press.

——(1976) [1942] Capitalism, Socialism, and Democracy, New York: Harper & Row.

38



4

POPULARIZERS AS
CONTRIBUTORS
TO ECONOMICS

The unappreciated tribe

Bette Polkinghorn

Schumpeter lists approximately 1,250 authors in the index of the History of
Economic Analysis, ranging from one Philippus Caesar, who damned the sect
of usurers (106n),' to Sigmund Freud (798), whose ideas he thought might
apply in the future to the formation of economic policies. He refers not at all to
the very successful Harriet Martineau, nor the less well-known Millicent
Fawcett. He has a few favorable remarks for Archbishop Richard Whately (Easy
Lessons on Money Matters) and Jane Marcet (Conversations on Political
Economy). He deems the latter’s work “economics for what we should call
high-school girls” (477n). Yet, these authors sold thousands and thousands of
educational books. How could Schumpeter, who valued the verdict of the market
so highly, fail to recognize the success and influence of these popular writers?

One reason may be that he erred as to the true audience for this literature.
The popularizing books of Marcet, Whately, and Fawcett—and to a lesser extent
Martineau—were read by a surprising number of adults. These readers found
them valuable as quick introductions to political economy—a way to avoid the
“toil and trouble” necessary to work through the originals.

Contemporary economists did not make Schumpeter’s mistake; they
recognized fully the adult readership. Marcet’s Conversations on Political
Economy was praised by Macaulay, McCulloch, and Say. Macaulay claimed
that a student who read Marcet’s “Dialogues on Political Economy” could teach
Montague or Walpole many lessons in finance (Macaulay 1851:3). McCulloch
praised it saying, “this is, on the whole, the best introduction to the science that
has yet appeared” (1845:18). Say praised Marcet as “the only woman who had
written on political economy and shown herself superior even to men” (Lee 1893:
vol. 36, 122-3). Ricardo agreed that the simplified texts could be useful and
wrote: “the most intricate parts of Political Economy might be made familiar to
the people’s understanding. ..and a subject which appears at first view so difficult
is within the grasp of a moderate share of talents” (Ricardo 1952: VII, 240-1).
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Well-known laypeople also commented favorably. Lady Ann (Sir Samuel)
Romilly wrote:

Haven’t you been delighted by Mme. Marcet’s book? What an
extraordinary work for a woman! Everyone who knows the subject is
astonished, and people like me who understand nothing about it, or next
to nothing, are delighted by the knowledge they have gained from it. One
of our former judges who at 83 voraciously reads everything that comes
out was impressed and truly regrets that he didn’t know everything this
book taught him when he was still presiding on the bench. How fortunate
it would be for the country if our judges, not to mention our statesmen,
knew half of what this work contains. You may say that this is a rather
bold statement, but I assure you this is not merely my opinion.

(La Rive 1959:13)

Another possible reason why Schumpeter underestimated the impact of the
popular authors is that he may have been unaware of the size of the sales of
their books. The Conversations on Political Economy was translated into Dutch,
French, German, and Spanish and was the only attempt—other than Martineau’s
Hllustrations—to popularize orthodox economics that was successful as a
publishing venture (Carpenter 1975:3). It went to eleven editions in England
and America. Each edition was a minimum of 2,000 copies, and some of the
cheaper editions were larger. All in all, this book may have sold 50,000 copies.
Could Schumpeter have believed that all of these were purchased for high
school girls with an intense interest in learning political economy?

Harriet Martineau’s work was much better known than Jane Marcet’s, but
Schumpeter failed even to mention it. Of course, she was not at the frontier of
economic theory; she neither discovered nor invented the theories she illustrated.
Her intellectual gift was the ability to bring the ideas of the masters within the
reach of the common reader.

Martineau’s lllustrations of Political Economy consisted of twenty-four
stories totaling more than 3,000 pages. The public response to their publication
was so great that her mail had to be collected from the post office in a
wheelbarrow (Martineau 1877:136)!

Many economists reacted favorably to her stories. After initial opposition,
James Mill concluded that it was most desirable to have political economy
disseminated so widely. J.R.McCulloch also had doubts about her original
proposal, but was advised by Macvey Napier that “[the tales] are of extraordinary
merit” (Blaug 1958:130). To the surprise of many, John Stuart Mill gave the
“Tales” a favorable review, although he differed with the presentation of the
economic doctrine on some points (Blaug 1958:130). In Mill’s view, Martineau
did not advance the science of political economy herself, but he thought her
stories had merit because they increased the understanding of economic
principles in an audience much different than his own.
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Many individuals and much of the periodical press also praised her stories.
Readers such as Princess Victoria and Coleridge anticipated the arrival of the
next number. Richard Cobden was a supporter and Peel sent a letter of
congratulations. Louis Philippe ordered his educational minister to introduce
the French version into the national schools and the Emperor of Russia did the
same (Blaug 1958:129-30).

What was Martineau’s actual readership? Estimates differ. The first volume
sold 10,000 copies and the publisher believed that to mean approximately
144,000 immediate readers (Fletcher 1974:369-70). This might be compared
to Mills “Principles,” which sold 3,000 copies in four years and Dickens’s
novels, many of which had immediate sales of 2,000-3,000 copies (Blaug
1958:129). Using the same ratio between pages and readership as did
Martineau’s publisher, the result is an admittedly excessive estimate of three
million readers at the time of publication. Such an accomplishment was truly
extraordinary, and Schumpeter could not have overlooked this record by
accident—if he was aware of how large her sales and readership actually were.

Millicent Fawcett, wife of Cambridge Professor Henry Fawcett, wrote two
books on political economy—Political Economy for Beginners and Tales in
Political Economy. It was the first of these which was the most successful. It
reflected the ideas of John Stuart Mill and was written in a simple style. Fawcett
hoped that the book “would be useful to beginners, and would perhaps be of
assistance to those who are desirous of introducing the study of political
economy into schools” (Fawcett 1870: preface). She stated that the book was
an introductory text, suitable for students and the general reader. She was
particularly interested in the applications of the principles of political economy
and their relation to the problems of everyday life.

The book was favorably received by competent critics. One of these was
J.E.Cairnes, who wrote, “I have just finished my study of your useful little
book and send you by this post my notes upon it.” He did not hesitate to note
that, ““You will find I have some serious controversies with you” (Cairnes 1871:1,
4). These differences pertained to the topics of production and profits, but he
recognized that Fawcett and Mill were in agreement on these points and that
he was the one who was at variance with the profession.

Prior to the writing of the book, Fawcett wrote that “Mr. Macmillan’s business
experience convinced him that there was a demand for an elementary book on
Political Economy” (Strachey 1931:54). Most certainly Macmillan was right.
Editions appeared frequently and were revised and enlarged each time. A
complete listing includes:

First edition, 1870
Second edition, 1872
Third edition, 1874
Fourth edition, 1876
Fifth edition, 1880
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Sixth edition, 1884
Seventh edition, 1889
Eighth edition, 1896
Ninth edition, 1904
Tenth edition, 1911

About her success with the book, Fawcett wrote, “My little book passed through
many editions. It is now in its tenth, and is still in some demand” (Fawcett
1924:86).

The number of books printed for each edition is open to some question.
Much earlier in the century, Jane Marcet’s popularizing books were published
in editions of 2000 each and were revised when each edition sold out. If that
very conservative estimate is used here, sales of Political Economy for Beginners
would have been a minimum of 20,000 books. Of these a substantial number
were for adult reading. Furthermore, as some were used as school texts, these
books were read by several pupils. Assuming that half were sold to schools,
and that four or more students read each one, it is possible that 50,000 persons
were exposed to political economy by this one publication.

Did Schumpeter overlook the contributions of the popularizers because he
thought they contained no original analytic material? The popularizers did not
advance the frontier of economics theory, but their work was not a simple
recitation of economic platitudes either. Their writing sometimes differed in
emphasis and view from the masters. This was particularly true for Marcet and
Whately on the subject of value; both emphasized the subjective value theory
that was to come later to the profession. Marcet wrote:

Labour, you will observe is valuable only if it gives utility to an object.
Were a man to construct or fabricate commodities which had neither
utility, curiosity, or beauty, the labour he bestowed upon them would
give no value, and if he exposed them for sale, he would find no purchasers.

(Marcet 1824:202)

Shortly after its publication Malthus wrote to Marcet praising her Conversations
on Political Economy, but added that, “I think you have given too much sanction
to Mr. Say’s opinion reflecting utility” (Malthus 1817). Whately concurred
with Marcet and wrote the now famous sentence relating cost to price, “It is
not that pearls fetch a high price because men have dived for them; but on the
contrary, men dive for them because they fetch such a high price” (1832:253)

CONCLUSION

How could Schumpeter ignore this market success? These writers were
innovators in the field of economic education. How could he fail to mention
two of these writers and pass the third off as an author of “economics for...high-
school girls”? How could he fail to recognize the fact that a very large number
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of individuals learned all they were to know of political economy through the
writings of these popularizers?

In part, the answer to this question is that he echoed the judgment of the rest
of the profession. Only a much more thorough investigation would have revealed
the extent of the adult readership. This, Schumpeter—and others—did not do.

This raises the larger question of why the bulk of the profession—including
Schumpeter—failed to take the work of the popularizers seriously. No one
answer can be given with certainty, but some reasons have been suggested
here. To these might be added one more.

It may have been possible that the popularizers contributed to their own
neglect through false modesty. All four of the writers included in this chapter—
Marcet, Whately, Fawcett, and Martineau—introduced their books as primers
primarily intended for the instruction of young people. Yet all knew quite well
the extent of their own adult readership. If later economists examined their
work only superficially, they would be unaware of their real influence. Could
they then be faulted for taking these authors strictly at their word—as providers
of simple texts for children?

NOTE

1 References to Joseph A.Schumpeter (1954), A History of Economic Analysis, New York:
Oxford University Press, appear simply as page numbers within parentheses.
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THE HISTORIOGRAPHY
OF ECONOMICS

A methodological approach

Annie L.Cot and Jérome Lallement

By History of Economic Analysis I mean the history of the intellectual
efforts that men have made in order to understand economic phenomena
or, which comes to the same thing, the history of the analytic or scientific
aspects of economic thought.

(Schumpeter 1954:3)

By providing this focus, Joseph A.Schumpeter restated his lifelong belief in
the existence of certain objective “facts” that were out there to be studied.
According to Schumpeter, economic phenomena—the so called “economic
facts” (1954:5, 6 et passim)—were the evidence used to support economic
theories and could be perceived directly by the scientist with his senses. Of
course, Schumpeter admitted that economic facts do change as institutions
change and that “the subject matter of Economics is itself a unique historical
process...so that, to a large extent, the Economics of different epochs deal
with different sets of facts and problems” (1954:5). Immediately after these
remarks, Schumpeter repeated his view that economic phenomena constitute
scientific data to the extent they correspond “to the narrower category of ‘facts
verifiable by observation or experiment’” (1954:8).

Unfortunately, Schumpeter never did clarify what he meant by “economic
phenomena.” He recognized, moreover, the difficulty and renounced any
explanation of what an economic fact or phenomenon might be. Schumpeter
wrote: “Our closest approach to doing so will consist in the enumeration
presented below of the main ‘fields’ now recognized in teaching practice. But
even this epideiktic definition must be understood to carry no claim to
completeness” (1954:10).

The history of economic thought is a history of knowledge and this knowledge
is necessarily concerned with some type of object of one sort or another. We
must determine what this object is. This is an indispensable preliminary to any
reflection on the history of economic thought or on the history of economic
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analysis. The question is then to specify the object of this knowledge—the
knowledge which might alternatively be designated as “economics,” “economic
thought,” “political economy,” or “economic analysis.”

In this chapter, we consider the historiography of economics. Our goal is to
analyze what results economists have come up with when economists have
tried to put their finger on exactly what the “object” of economic research
should be. In the first section, we analyze several canonical definitions of
economics in order to sketch the solutions suggested by authors who were
aware of the limits of their own definitions of what constituted the field of
study. In the second section, we shall then suggest a definition of economics in
terms of its outer frontiers. Finally, we discuss the consequences that can be
drawn from these considerations for the history of economic thought.

DISAGREEMENT OVER THE DOMAIN OF ECONOMICS

The first thing to do, at the beginning of a course or a treatise on political
economy, is to define the science itself, its object, its divisions, its
character, its limits. I have no intention of escaping this obligation; but I
must warn that it is more difficult and longer to fulfill than one might
suppose. A definition of political economy is lacking.

(Walras 1874-7:25)

Walras’s statement is both cruel and lucid, because the definitions of economics
were in his day and remain in ours numerous, varied and largely divergent.
Without pretending to be exhaustive, I shall now take a look at the canonical
distinction between two families of definitions of economics: The first
emphasizes the formal characteristics of economic arguments, while the second
looks to the substance or object of what the economist pretends to study. We
shall examine both approaches to defining economics in order to learn from
the improvements that have been proposed.!

The archetypal formal definition was offered by Lionel Robbins in 1932 and
remains widely acknowledged by economists today. According to Robbins,
“Economics is the science which studies human behavior as a relationship between
ends and scarce means which have alternative uses” (Robbins 1932:16).2
Economics is thus defined as the rational form of behavior. The difficulties that
stem from this definition include its expansive applicability to virtually any human
endeavor whatsoever. Human behavior involves a choice between different means
to attain specific ends where the means are scarce. The field of economics is
therefore infinite in scope. It encompasses everything, from the art of war, to
cooking, chess, or even household repairs. Economics, then, seems to be
confronted with an absence of limiting determination: economic problems are
encountered everywhere. The discipline of economics can no longer be treated
as a specific entity. This formal definition of economics is too broad.

Substance-oriented definitions propose to define economics by its content.
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These definitions point to specific objects to which Robbinsian rational behavior
might apply. This is, among others, the definition of Jean-Baptiste Say:

It [political economy] instructs us how wealth is produced, distributed,
and consumed in society.
(Say 1815:35)*

A second family of definitions, a second series of elusive terms: production,
distribution, and consumption are introduced, thereby defeating any attempt to
limit the domain of economics. Other activities imply a similar articulation
without necessarily coming under the heading of economics. As Jean-Baptiste
Say hastened to make clear, the subject matter of economics concerns the
production, the distribution and the consumption of wealth. The difficulty is
thereby automatically transferred to the definition of wealth. Is wealth, then, a
matter of population, as according to the aphorism in Jean Bodin’s République:
“There is no wealth nor strength but man”? Or is wealth an accumulation of
precious metals as Bodin, once more, asserted in his Answer to the Paradoxes
of Mr. de Malestroit:

The abundance of gold and silver which is the wealth of a country must,
in part, justify its high cost of living.
(Bodin 1932)

Or rather, according to Adam Smith, is wealth composed of the collection of
“the necessaries, conveniences, and amusements of the human life”? (Smith
1776:47, 10). Which definition of wealth will it be?

The definition of wealth as a collection of use values calls to mind numerous
economists such as Francois Quesnay, Adam Smith, David Ricardo, Karl Marx,
Léon Walras, and Alfred Marshall. Understood in this manner, this definition
of wealth is inadequate and fails to delimit economics to established and easily
recognized boundaries. Clearly, all that is useful to humans does not always
come under the scope of economics. This criticism is obvious once we attempt
to pursue the analysis and compare the concept of wealth with that of exchange
value and prices.

Say raises this difficulty. If the first “question” of his Cathéchisme d’économie
politique dealt with the definition of economics (“What does political economy
teach us?”), the second concerns wealth, “What is understood by the word
Wealth?” (Say 1815:35). Wealth is composed of things that are useful, Say
argued, but not all things that are useful compose wealth. Say lists the
characteristics of wealth that must be present before wealth can be considered
a subject for political economy. First the wealth must have market value. Second,
the object must be appropriated.* Economics can define its domain only if
preceded by a definition of value and an analysis of property. Moreover, Say
does not avoid the tautology that consists, on the one hand, of defining wealth
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as “all useful things that are appropriated” and, on the other hand, of defining
value as the utility of things.’

We can only mention here the multiplicity of other attempts to define
economics, that have yielded a multiplicity of definitions. Furthermore, authors
combining both the formal and substance definitions do not escape the
difficulties characteristic of each.® This is the case, if one wants to avoid the
“sociological attitude” Jacob Viner used to mock, which consists in defining
economics as that which economists do. Viner’s definition does not resolve the
more fundamental question of “Who are the economists?”” The obvious answer
is “Those that practice economics are the economists.” Clearly, a different
definition of economics needs to be found. Such a definition must be able to
specify an object of human knowledge that is capable of accommodating the
different definitions of economics. The definition that we seek is one that would
be able to distinguish economics from other areas of knowledge.

The criticisms and limitations imposed by economists on their proposed
definitions may offer a way out of the difficulties of defining economics either
in a formal or in a substance-oriented way. Two examples are worth considering
here. Augustin Cournot proposed to develop a theory of wealth. He began by
remarking that “the Tudescan root rik or reich that was used in all the Roman
languages, expressed vaguely a relation of superiority, of force, of power”
(Cournot 1838:7). He immediately added, though, that the “idea that we have
made of wealth, and which is relative to our state of civilization, could not
have been known by the people of the Germanic race, neither during the epoch
of conquest, nor even during far later periods in which feudality subsisted in
all its vigor” (1838:7). For Cournot, in effect, wealth is synonymous with
exchangeable values and this identification of wealth with exchangeable values
is the fruit of historical narrative: “The idea of wealth, such as advanced
civilization gives us, only formed slowly subsequently to the progress of
commercial relations, and by the reaction that commercial relations exert [ed]
on civil institutions over the long run” (1838:8).

Léon Walras redeveloped some of Say’s ideas and attempted to correct their
inadequacies. Walras proposed to define economics by its object, “social
wealth,” and thereafter undertook to infer from this definition the domain of
economics as well as its methods. “I call social wealth the whole of material or
immaterial things...that are scarce, that is to say, on the one hand, that to us are
useful, and that, on the other, are only at our disposal in limited quantities”
(Walras 1874-7:45). From this definition Walras drew two sorts of
consequences, some a priori, some a posteriori.

A priori he deduced from his definition that the elements of social wealth are,
first, appropriable, second, valuable and exchangeable, and third, industrially
producible. It is a question here of the consequences that follow logically from
the definition of social wealth. Walras also took care to specify the potential
character of these consequences; for example, he did not say that all scarce things
are appropriated, but only that they are susceptible to being appropriated. The

47



ANNIE L.COT AND JEROME LALLEMENT

difficulties appear when Walras intends to clarify the a posteriori consequences
of his definition of the object of economics. In effect, the fact of being susceptible
to being appropriated or exchanged or reproduced is not sufficient to transform
the goods (or services) into goods (or services) in the economic sense.

Furthermore, Walras added, one must a posteriori examine exchange,
property, and production to give an effective content to these general and
potential categories which do not pertain to anything specifically economic. In
fact, the analysis of appropriability could quickly exhaust itself in a judicial
analysis, and production could appear as a purely technical question. It is
therefore by means of the phenomenology of effective exchange—effective
and no longer potential—of effective production and of effective property, that
Walras undertook to specify these categories, from which he constituted the
basis for political economy.

One only has to open one’s eyes to establish a posteriori, among the
general facts, the facts of exchange. All of us, we daily accomplish, as a
series of special acts, exchanges, .i.e., buys and sells.... The exchanges
are made on the market.... One says the European market, the French
market, the market or marketplace of Paris. Le Havre is a market for
cotton, and Bordeaux is a market for wine; the Halles are a market for
fruits and vegetables, for wheat and cereals; the stock market is a market
for industrial shares.

(Walras 1874-7:49)

Walras avoided the difficulties of Say’s definition which lead one to believe
that economics is a “natural” science, a science in whose domain man does not
intervene, where “wealth is produced, distributed and consumed, if not all by
itself, at least in a manner that is somehow independent of human will, and that
the whole of political economy consists of the simple demonstration of this
manner” (1874-7:30).

On the contrary, to specify the idea of exchange, Walras uses historically
dated and localized examples. Likewise, to specify appropriability, Walras
evokes different regimes of property, and he insists on the variability of the
modes of distributing wealth, from one society to the next. “But, in matters of
property as well as in matters of government, humanity has always patiently
evolved from the initial disorder of facts toward the final order of principles”
(Walras 1874-7, 62).

Henceforth, political economy becomes entirely dependent on its historical
context of reference. But Walras does not draw all the possible consequences
of this historical specification and he does not restrict the validity of political
economy to one type of historically determined society rather than any other.

Here we find ourselves at the heart of the problem. The initial formulations of
the different definitions of economics, from Jean-Baptiste Say to that of Lionel
Robbins, both have a common denominator in that they implicitly postulate
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universal and eternal economic categories that are transhistorical and valid for
all times and all places. Rationality, scarcity, exchange, value, property, and market
are supposed to be natural categories that constitute the object of economic
investigations. And, in this case, as Walras remarked, economics is supposed to
be a “natural” science, like physics or astronomy. Is economics a science
concerned with external objects that appear as natural givens to the scientists?
Many have argued—Cournot and Walras and, of course, Marx—each in his own
manner that economic phenomena have a decidedly historical dimension.

These authors all deny that economic categories are natural and propose
that they are relative. In so doing, they remind us that an essential characteristic
of all human societies is their historicity. One of the great lessons of modern
anthropology is precisely to have shown that the identification of phenomena
as “economic” is a quite recent development.”

Certainly all societies produce, distribute, and consume. Certainly all societies
have norms of rationality. However, all societies do not isolate, among the
whole of social phenomena, a particular sphere of activities and phenomena to
be identified nowadays as “economic activities.” Economics is thus entangled
and embedded in the entirety of social relations, be it politics, religion or family,
without appearing as a specific, autonomous or distinct entity. The emergence
of political economy, as a specific body of knowledge concerned with a
collection of relatively autonomous social relations and phenomena, is thus a
recent event that we can date to the eighteenth century and not much earlier.

According to Louis Dumont, “It should be evident that there doesn’t exist
anything in the outside reality that resembles an economy, until the moment
we construct such an object” (Dumont 1977:33). In other words, economics is
an artificial construction that isolates, in the whole of society, a particular sphere
of activity and a particular set of social relationships.® Apart from the historical
character of economic phenomena, their aspect as representation is at least as
important. Economics is not a natural or immediate given but the result of an
artifact; economics is “instituted.” It constitutes a “modern” way of thinking,
the “modern” way of thinking.

TRACING THE FRONTIERS OF ECONOMICS TO
THREE LOUD RUPTURES WITH THE PAST

The preceding considerations suggest, as it were, that prior to a history of the
analytical developments of economic theory it is necessary to investigate the
conditions under which economics developed into an autonomous discipline,
especially in the eighteenth century.

This history involves that of the determination of the frontiers that political
economy established vis-a-vis its neighboring disciplines: A slow, experimental,
progressive, oft-reversed, and staggered determination® which resulted, by the
end of the eighteenth century, in an autonomous configuration of the economic
domain. This domain was itself separated from three disciplines which until
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then determined the representation of the activities of the production and the
circulation of wealth. Those disciplines were morals, political philosophy—to
which, as we recall, mercantilistic thought subordinated economics—and the
natural law theories developed from the beginning of the seventeenth century
by the Ecole du Droit de la Nature et des Gens.

The steps of this development are well known, linked to three major texts.
The first of these texts was Bernard Mandeville’s Fable of the Bees, which
delimited the frontier between ethics and economics. The second development
was John Locke’s Second Treatise on Civil Government, where the separation
was established between the economic and political domains. Finally, there were
the several texts of Jeremy Bentham, which facilitated a clean break between the
theoretical foundations of political economy and those of natural law.

Mandeville’s Fable of the Bees

The subtitle of Bernard de Mandeville’s book states it all: private vices and publick
benefits. A society that lives beyond moral virtue, in “vice”—egoism, passions,
and the necessity to assuage unquenchable needs—knows corruption, luxury,
cupidity, waste, but also paradoxically prosperity and material welfare. “Thus
every Part is full of Vice, Yet the Whole Mass a Paradise” (Mandeville 1714:24).
For it is these vices, be they mutually divergent and contrary to the moral order,
which lead, by a “mechanical effect,”! to general welfare. A contrario, the return
of society to a moral attitude, true to the desires of the gods, marks the end of
“publick benefits” by instituting the reign of inactivity and poverty.

Arrogance and a taste for luxury have, thus, a social function which subsumes
their character of individual vices: that of assuring economic activity, henceforth
defined as the reason for which individuals live in society.!! This is the surprising
moral that Mandeville draws from his Fable:

Nay, where the People would be great,

As necessary to the State,

As Hunger is to make ’em eat.

Bare virtue can’t make nations live

In Splendor; that would revive

A golden Age, must, be as free

For Acorns, as for Honesty.
(Mandeville 1714, I: 37)

There are two lessons here for a history of the frontiers of economics:
1 The affirmation of an ethics specific to the economic sphere—the ethics of
personal interest, represented here by egoism, arrogance and a taste for

luxury; and
2 The promotion of material opulence as the legitimate goal of any society.

50



ON THE HISTORIOGRAPHY OF ECONOMICS

The first has for effect the emancipation of the economic discourse from the
ethical considerations to which it had been associated since the time of Aristotle
and Thomas Aquinas. The second leads to a definition of economic ethics as
an ethics of social welfare and, thus, submits the social order to the imperative
of creating opulence or material wealth.

The second rupture

The Second Treatise of Government is a groundbreaking text. Locke’s book
clearly rejected the ontological hierarchy among individuals, a hierarchy that
characterized the whole of political thought, with the very notable exception
of Hobbes.!? The order of the world conceived by Locke, as we well know, is
three-tiered: God, men, and inferior creatures, essentially the creatures and
objects appropriable by men (Locke 1690:18-19). This relation of appropriation,
on which the entire construction rests, is itself founded on two central
hypotheses: First, the equality between individuals which constitute the second
third of the world order—that of man. This state of nature, writes Locke, is

a state also of equality there being nothing more evident, than that
creatures of the same species and rank, promiscuously born to the same
advantages of nature, and the use of the same faculties, should also be
equal one amongst another without subordination or subjection.

(1690:8)

Second, the legitimation of the property of things—the “inferior creatures”—
by means of labor:

He that is nourished by the acorns he picked up under an oak, or the
apples he gathered from the trees in the wood, has certainly appropriated
them to himself. No body can deny but the nourishment is his. I ask then,
when did they begin to be his? When he digested? When he eats? When
he boiled? or when he brought them home? or when he picked them up?
or it is plain, if the first gathering made them not his, nothing else could.
That labor put a distinction between them and common: that added
something to them more than nature, the common mother of all had done;
and so they became his private things.

(1690:19)

The first hypothesis confirms the figure of the autonomous individual, relieved—
at least in its social definition—of any bonds of subordination, as it had been
gradually established and was generally affirmed by the texts of Hugo Grotius,
Samuel von Pufendorf, and Thomas Hobbes. The second leads to the constitution
of property as the foundation on which any political society must be constructed.

The inversion here is essential: Admittedly, the upheaval of the logical order
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which subordinated, until then, the material considerations to the political
imperative was not accompanied, in the case of Locke, by a separation of
economics and ethics. But it signified, for the first time, not only a real break
between the range of property and production and that of politics, but also an
affirmation of an economic foundation—>be it in an initial formulation, in statu
nascendi," of any political order.

The substitution of utilitarianism for natural law

The third rupture consisted of a substitution of utilitarianism for the older
theories of modern natural law. The founding texts, in this case, are those of
Jeremy Bentham. We mention Anarchical Fallacies on one hand, and the
Institute of Political Economy on the other. The first, a pamphlet addressed to
the French Constituants of 1795 against the Déclaration des Droits de I’Homme
et du Citoyen, aimed to reject any foundation of a social science—defined by
Bentham as a science of utility—that was rooted in the “fiction” of a presocial
state of nature or one of its two corollaries. Bentham denied the existence of an
inherent social contract and the affirmation of a superior legitimacy of
inalienable natural rights of citizens vis-a-vis positive law.'

The manuscript of the Institute of political economy prolonged the reasoning,
as Bentham distinguished three economic domains of different nature: the
domain in which the market assures, without artefact, i.e., without external
intervention, the harmony of individual interests which make up society; the
domain in which the State could intervene but should not because the
disadvantages resulting from this intervention would outweigh the advantages
the citizens are liable to obtain; and the domain in which the State should
intervene to assure, artificially, the harmony of the interests of the citizens.'
Sponte acta, non agenda et agenda, says Bentham in awkward Latin, thus
restating one of the major oppositions of the Enlightenment, between what
Elie Halévy would later call the “natural harmony of interests” and the “artificial
harmony of interests” (Halévy 1901:15-24).

As noted previously, Bentham’s rupture concerned both a novel representation
of the individual and a novel representation of society. In the eyes of Bentham,
who liked to define himself as the “Newton of morals,” the science of utility
must devote itself to being simultaneously the science of the individual—of his
pleasures and his pains—and the science of the association between divergent
individual interests, whether this association is natural—as in the case of reciprocal
contracts on the market between two equal parties—or artificially assured by the
State in the name of the principle of “the greatest happiness of the greatest
number,” in the case of what modern language would call “public goods.”

This is the last lesson to be drawn for this initial tracing of the frontiers of
the economic domain: The new science will be organized around a utilitarian
conception of society—thus any reference to an exterior “natural order” is to
be banished from economics for good.
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The only natural laws are those of an autoregulated market and where the
positive laws ordered by the State—under the strict control of public opinion—
are charged with assuring “the greatest happiness of the greatest number” in the
domains which, still pertaining to political economy, are not covered by the market.
This is what led John Stuart Mill—Bentham’s worthy predecessor opponent—
to divide the economic domain into two sub-domains: the first, that of the Laws
of Production—given by “technical conditions,” “physical truths”; the second,
that of the Laws of Distribution—determined by the laws and customs of society,
that is by “human institutions” (Mill 1848:126-7). This implies a prior definition
of social justice and thus an inaugural reference to both law and ethics, which
will find, only at a later stage, their expression in economics.

These three ruptures have had the effect of tracing the contours of modern
economics in affirming its autonomous character: “disenchanted” economics,
to borrow Max Weber’s illuminating expression; autonomous from religion—
which is, as we know, the common trait of all post-Renaissance learnings—but
autonomous as well from the political and legal foundations, which until the
eighteenth century had subordinated these preoccupations, which one did not
yet call “economic,” to other fields of knowledge.

It is necessary, however, to add another condition to these three ruptures:
That economics could be thought of as stricto sensu self-centered, that could
be defined within its own field a principle of coherence that would be self-
specific and that could be found within its own territory the totality of its
determinations. Here we have arrived at the final step of this tracing of the
initial frontiers of the economic domain: the demonstration from Francois
Quesnay’s Tableau Economique in 1758 of the possibility of a unified, coherent
and complete representation of economic phenomena, by furnishing an analysis
of the production and circulation of wealth whose mechanisms are found in
the exclusive field of economics.

And now a specific economic domain had emerged which contains within
itself its own foundations, its own justifications and its own criteria of legitimacy.
To be more precise, this “completeness,” which led the classical school to
attribute a central place to the figure of the individual and to center its theoretical
interrogation on the question of the value and the price of commodities, does
not signify in the least that there are no more ties between political economy
and the neighboring disciplines. It only signifies that, for the first time in the
history of societies, at the end of the eighteenth century, an economic “point of
view” was constituted: an autonomous territory from which questions
concerning law, political philosophy, and social justice were posed differently
from their original domains, subordinating them to general economic
preoccupations.

NEW DIRECTIONS FOR RESEARCH

A few directions of future research can be sketched out:
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1 The history of economic thought encompasses a history of economic frontiers,
for two reasons. First, so long as political economy remained unwritten, there
could only be a “prehistory” of political economy, in the literal sense, that is a
history of the period prior to a written record of economics. As Schumpeter
wrote about the scholastic doctors of the Renaissance,

We find small beginnings only—little of sociology, still less of economics.'®
(Schumpeter 1954)

One can certainly identify sparse elements of that which would later constitute
an autonomous and coherent theory. It is only by a retrospective illusion that
one can mistake these bits of political philosophy, chip-ethics, or fully fledged
theology for full-blown political economy. Hence there can only be a prehistory
before a history of economic thought, that is, an analysis of the genealogy of
this discipline, which should not be described as a continuous path toward
modern economic theory, but rather as a series of intellectual movements and
debates, undoubtedly mostly heterogeneous, where minuscule fissures and grand
evolutions were at work, harbingers of what remained to be done."’

In this manner, such a history would be charged with describing the
constitution of an economic viewpoint on society, which crystallized in the
eighteenth century, by means of a radical dissociation in social representations
that led to a particular sphere of activity, an autonomy and a completeness
without equivalent until then.

Second, a history of frontiers is also, necessarily, a history of the evolutions
and displacements of the milestones which had initially marked the passage
from the prehistory of economics to its history. Here is the second facet, still
unwritten, of this history of the frontiers of economics. Such a history would
permit, on the one hand a return to the history of economic analysis, for which
these displacements correspond to some internal conditions; and, on the other
hand, it would introduce an epistemological perspective reflecting on the
evolution of the scientific status which economic theory has wanted to adopt at
different times for two centuries.

2 Therein lies the second direction of research: the history of economic thought
cannot be separated from reflection about the epistemological status of post-
eighteenth-century economic theory, that is to say on the scientific criteria, or the
“regimes of truth” to which it has submitted itself over the course of its history.

The classical example, in this matter, is that of Walras, for whom only the
distinction between science, arts, and morals allows us to define the exact level
of abstraction of the Eléments d’Economie Politique Pure, and thus to understand
its own criteria of “truth,” purely mathematical and rational, without any link
with the “reality” of the market.

3 The third, and final, consequence that can be drawn from our previous
discussion concerns the manner in which to carry out a history of economic
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thought. Following what Richard Rorty wrote about the history of philosophy, '*
we shall distinguish four manners—four “genres”—toward the history of
economic thought.

(a) Historical reconstruction consists of restituting the authors’ theoretical systems
“in their own terms,” starting from their own postulates, according to their
own theoretical and epistemological criteria. The constraint here was formulated
by Quentin Skinner: “No agent can eventually be said to have meant or done
something which he could never be brought to accept as a correct description
of what he had meant or done” (Skinner 1969:28; Rorty 1984:50).

(b) Conversely, the second genre, rational reconstruction, treats past authors as if
their theories were contemporary and discusses these in a modern language,
undertaking to detect errors and, thus, to underscore the scientific progress
which, in this context, gives a clear sense to any history of thought. Consequently,
“there will be as many rational reconstructions which purport to find significant
truths. . .in the work of a great dead philosopher, as there are importantly different
contexts in which his works can be placed” (Rorty 1984:55). The contrast
between historical reconstruction and rational reconstruction is a classical one:
the first reconstruction belongs to a contextualist account, the second one to
this “Whiggish” account that Samuelson demands for the “history of economic
science” (Samuelson 1987:51).

(c) Geistesgeschichte—the intellectual history, “typically describes the philosopher
in terms of his entire work rather than in terms of his most celebrated arguments”
(Rorty 1984:57). Therefore, “canon formation™ history is in charge of deciding
which questions are the ones which tie modern theories to past theories—and
which questions are simple matters of “contingent arrangements” (1984:60).

(d) Finally, doxography, “the most familiar and most dubious” of the four genres
(Rorty 1984:61), attempts to demonstrate the durability of certain theoretical
questions over time so as to impose the problematic of modern orthodoxy on
a canon drawn up without any reference to this problematic—an operation
which, according to Rorty, “inspires boredom and despair” (1984:61). Thus,
the link between doxography and reconstruction can be resumed as follows:
“It is this calamity [doxography] to which proponents of historical
reconstruction respond by insisting on the need for spelling out the contexts in
which the texts were written, and to which proponents of rational reconstruction
respond by insisting that we look at the great dead philosophers in the light of
‘the best work now being done on the problems they discussed’” (1984:62).

A history of the moving frontiers of economics is thus here clearly lodged
between the “historical reconstruction” and the Geistesgeschichte. In this
manner, the result of the narrow, yet necessary, articulation of the history of
concepts and the history of the “regimes of truth” is that the very definition of
economics, the institution of a rift between that which comes under the heading
of economics and that which does not, has evolved over time. Furthermore, the
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very words “economy,” “interest,” “prices” have entirely different meanings
for Aquinas, Quesnay, Smith, Irving Fisher, John R.Hicks, or Friedrich Hayek.
The argument is an old one. It is in line with a certain French tradition in the
history of science which, since Bachelard, Canguilhem, and Michel Foucault,
has challenged the very notion of “precursor.” It overtly pleads here in favor of
the relativistic approach and against retrospective history in either of the forms
identified by Rorty, that of rational reconstructions and that of doxography.
Today these same two forms are enjoying a resurgence in our discipline and
the relativistic approach may not be well represented.

ER T3

NOTES

We are grateful to several participants who attended the HES Conference at Babson College
for suggestions and comments on an earlier draft of this chapter. Particular thanks should go
to Professors Bradley Bateman, S.Todd Lowry, Laurence Moss, Alain Prélis, Giani Vaggi,
and Alex Viskosvatoff. We remain responsible for any remaining errors.

1 This is the distinction proposed by Karl Polanyi in his article “L’économie en tant que
proces institutionnalisé.” “We first have to note that, concerning human activities, the
term ‘economic’ carries two meanings with distinctive roots, which we shall call
substantive sense and formal sense” (Polanyi and Arensberg 1957:239).

2 This is the canonical formulation. But Robbins also cites numerous authors—for the
most part Austrians—who, long before him, had already expressed a similar conception
of political economy.

3 The same definition is used in his “preliminary Discourse” (1826) and added to the fifth
edition of the Traité d’économie politique (1826): “Political Economy... instructs us
how the wealth which satisfies society’s needs is formed, distributed and consumed”
(Say 1826:7).

4 “Man uses certain goods that nature accords freely, such as air, water, sunlight; but it is
not these goods which he calls wealth, in the common sense. He reserves this term for
those goods which have value, and which are the exclusive property of their possessors,
such as land, metals, money, grains, fabrics and commodities of all types” (Say 1826:49).

5 “How does one give value to an object?—in giving it a utility that it did not already
have” (Say 1826:37).

6 For example in his Economics, Paul Samuelson combines the substantial and the formal
definitions of economics. “Any society...must somehow confront three fundamental
and interdependent economic problems,” that is to know what goods to produce, how to
produce them and for whom to distribute them (Samuelson 1980:15-16). But he also
states that: “Economics is the study of how people and society end up choosing...to
employ scarce productive resources that could have alternative uses to produce various
commodities and distribute them for consumption, now or in the future, among various
persons and groups in society” (1980:2). The same combination stands for Edmond
Malinvaud: “Economics is the science which studies how rare resources are employed
for the satisfaction of men living in society; it is interested, in one respect, in the essential
operations which are production, distribution and consumption of goods, and in another
respect, in the institutions and activities which aim to facilitate these operations”
(Malinvaud 1975:1). It still remains in both cases to define what these goods or
commodities are.

7 We will only mention here the works of Karl Polanyi: The Great Transformation (1944)
and Trade and Market in the Early Empires (1957); and also those of Louis Dumont,
Homo aequalis (1977) or Essays on Individualism (1983).
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8 Production, for instance, is not a “natural” economic reality. There are, in all activities
producing goods useful for the satisfaction of the needs of any society, multiple, technical,
religious, legal, social and other aspects. All societies produce their conditions of material
existence, but to be able to distinguish an economic dimension in the social activity of
production is neither obvious nor universal. This results from an artificial division, which
separates the production of value from other dimensions of the activity of production.
One could say the same for all other objects of economics.

9 Asdemonstrated by the article, “Economic politique,” written by Jean-Jacques Rousseau
in 1755 for the Encyclopédie, where the juxtaposition of the two terms had no significance
other than extending the domain of the oikos nomos to that of the political, i.e., to the
sphere in which the sovereign’s power was exercised (Rousseau 1755).

10 The word is from Jean-Claude Perrot, in the section on “Bernard Mandeville’s Innkeeper”
(1992:344).

11 See here Jérome Lallement (1993).

12 We will here recall the magnificent hypothesis of Hobbes regarding the equality of men,
defined not as a recognized empirical phenomenon, but as a fundamental, logical postulate.

13 The word is from Louis Dumont (1977:75).

14 This philippic, written in 1795, was initially entitled Pestulance Unmasqued! The initial
text would later be adapted to French by Etienne Dumont, under the name of Sophismes
anarchiques and later published in English, after the death of Bentham, by John Bowring,
under the title of Anarchical Fallacies and finally retranslated in French in 1840 as
Sophismes parlementaires. On this point see Annie L.Cot (1992, 1993).

15 See Jeremy Bentham (1801-4).

16 According to Schumpeter, “St. Thomas, in particular, was interested in political sociology
but all the economic questions put together mattered less to him than the smallest point
of theological or philosophical doctrine, and it is only where economic phenomena raise
questions of moral theology that he touches upon them all” (Schumpeter 1954:90).

17 Among the first steps in that direction, see Michel Foucault (1966), Jean-Claude Perrot
(1992), or Catherine Larrere (1992).

18 Applied by Mark Blaug to the history of economic thought: see Richard Rorty (1984)
and Mark Blaug (1990, 1991).
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THE INACCURACY OF
THE SCHUMPETERIAN
GREAT GAP THESIS

Economic thought in medieval Iran (Persia)

Hamid Hosseini

Never in any age was any science discovered, but from the beginning of
the world wisdom has increased gradually, and it has not been completed
as regards this life.

(Roger Bacon)

No historical student of culture of western Europe can ever reconstruct

for himself the intellectual values of the later Middle Ages unless he

possesses a vivid awareness of Islam looming in the background.
(Pierce Butler)

INTRODUCTION

In his classic History of Economic Analysis (1954), Joseph A.Schumpeter
proposed that economic analysis begins only with the Greeks and was not re-
established until the rise of European scholasticism in the hands of St. Thomas
Aquinas (1225-74). This “Great Gap” in economic thought, then, coincides
with the Islamic golden age, when various Muslim writers made substantial
contributions in various fields of inquiry, including economic matters. The
Schumpeterian “Great Gap” thesis has been deeply entrenched as part of the
accepted tradition in economics and is reflected in almost all relevant literature
in our discipline (Mirakhor 1988; Ghazanfar 1991:117-18.) As a result of this
thesis, whose prevalence in economics literature dates long before 1954, Western
historians of economic thought have ignored the contributions of medieval
Islamic scholars, or at least have reduced them to footnotes (Hosseini 1995). It
is no wonder that Islamic contributions to the history of economic thought are
ignored in Eric Roll’s A History of Economic Thought (1963), Henry W.Spiegel’s
The Growth of Economic Thought (1983), Ingrid Rima’s Development of
Economic Analysis (1991), Barry Gordon’s Economic Analysis Before Adam
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Smith (1975), Robert Lekachman’s A History of Economic Ideas (1959), Jacob
Oser and W.C. Blanchfield’s Evolution of Economic Thought (1975), and Harry
Landreth and David C.Colander’s History of Economic Theory (1989). These
writers, “usually quick to find a deceased precursor for every theorist,” have
remained silent about the contributions of medieval Muslim writers.

During the last several years, however, various authors inclined to do justice
to the contributions that have been neglected by historians of economic
thought—among them Yassine Essid (1988), S.M.Ghazanfar (1991), Ghazanfar
and Azim Islahi (1990), Hamid Hosseini (1988; 1995), Abbas Mirakhor (1988),
Louis Baeck (1993) and Joseph Spengler (1980)—and have taken issue with
the Great Gap thesis. As these authors have demonstrated, medieval Islamic
writers who were influenced by Islamic ethos and Greek and Persian (Iranian)
thought did write about economic matters (Mirakhor 1988; Hosseini 1995).
Given their contributions and their links to the Greeks, pre-Islamic Persians,
and to Christian scholasticism, medieval Muslim writers are too important to
be ignored. The contributions of medieval Muslim writers and this impact on
Christian scholasticism should be regarded as a refutation of the Schumpeterian
Great Gap thesis.

Among those writers who do acknowledge the contributions of medieval
Muslim writers, some assume that medieval Islamic civilization was, essentially,
an Arabic civilization. Therefore, they also erroneously view non-Arab medieval
Muslim writers (who published part or all of their works in Arabic) as Arabs.
Interestingly enough, even non-Arab Muslims, such as Professors Ghazanfar
and Islahi, in a manner similar to various Western writers or those adhering to
Arab nationalism, have in their writings viewed all medieval Muslim thinkers
as Arabs. But Islamic civilization has always consisted of various cultural zones
(Arab, Persian, Turkish, and so on). The Arabic cultural zone, which is defined
linguistically, is only one (and the first) of these. After all, Islam is a universal
religion and as such has always included Arabs and non-Arabs. Thus, in this
chapter, the diversity of Islamic civilization (including its intellectuals) will be
both assumed and emphasized.

It is worth mentioning that the Arabic language—the language of the Prophet
and the Qur’dn—became the language of theological debates among Muslims,
as well as the language of religious instruction. This is true even today in almost
all Muslim countries. After Islam expanded to the Iranian (Persian), Spanish,
Berber, and Turkish territories, it also became the Islamic official language
and the inter-national language among Muslims. And, after the age of great
translations from Greek, Persian, and other languages to Arabic, it also became
the language of scientific and philosophic discourse among Muslims (and non-
Muslims living in Muslim lands).

Persian-speaking Iranians made great contributions in the formation of
Islamic intellectual history. A great portion (and most of the best) of medieval
Muslim philosophers, physicians, ethicists, scientists, Islamic jurists, historians,
and geographers were Persian-speaking Iranians who, for obvious reasons,
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chose to write in Arabic. (Of course, one must also mention men such as Rumi,
Hafez, Saadi, Ferdousi, Nezami, and Khayyam, who chose to produce classical
Persian poetry and prose and became models for literature in Islamic lands
from Anatolia to Indonesia.)

A great many medieval Islamic contributions to economic analysis, I will
argue, were made by Persian-speaking Iranian writers: philosophers, ethicists,
scientists, theologians, and the writers of “mirrors for princes.” This is a point
neglected by most of the above-mentioned writers, or at least it is not
sufficiently emphasized by them. To demonstrate the contributions of
medieval Persian writers to economic thought, I will discuss a variety of
literature written by Persians. My list includes two eleventh-century mirrors
(written in Persian) by Kai Kavus, Qabus Nameh (1951), and Nezam-al-Mulk,
Siasat Nameh (1960), respectively; a book on India by Biruni (973-1048),
who was a famous Persian scientist and geographer and wrote in Persian;
Farabi (873-950), who prepared the Good City (1982, written in Arabic); Ibn
Sina (980-1037), also known as Avicenna, who wrote Household
Management (1940: Tadbir Manzel); Ghazali (1057-1111), the author of both
the Thya-al-Ulum-al-Deen (n.d., written in Arabic) and Kimya-e-Saadat (1940,
written in Persian); and three separate books on ethics by Ibn Miskaway (b.
1030; written in Arabic), Nasir Tusi (1201-74; written in Persian) and Asaad
Davani (b. 1444; written in Persian), entitled Tahdhib al-Akhlaq, The Nasirean
Ethics, and The Akhlag-e-Jalali, respectively.

I shall demonstrate that these Persian writers, influenced by the Islamic
ethos, some measure of Greek rationalism, and Iranian ethico-realism, were
able to understand and to a remarkable degree analyze the economic realities
of their age. The contributions of these writers were substantial, and in many
ways their discussions and economic assumptions sound quite modern. Of
course, because economics had not yet become an independent discipline
(although there existed a few pamphlets devoted solely to the discussions of
economic issues), the medieval economic discussions are typically mixed with
ethical, theological, and philosophical arguments.

Medieval Persian scholars (as well as Arab scholars) produced two distinct
views of wealth and economic activity. The first view holds that wealth
accumulation and economic activity are for their own sake—a secular point of
view. The second view holds that wealth accumulation and economic activity
are to be regarded as only a means for human salvation and a necessity for the
preservation of Islam (Hosseini 1995). However, both views must be
distinguished from those of (Persian) Sufi (mystic) Muslims, which did not
favor wealth accumulation and economic activity at all. The Persian writers
discussed here understood the economic process well, as demonstrated by their
views on the evolution and efficiency of division of labor, the evolution and
functioning of the market, the evolution and functions of money, productive
activity and its efficiency, and the “Malthusian” theory of population.

65



HAMID HOSSEINI

ISLAM, ECONOMIC ACTIVITY, AND THE HISTORY
OF ECONOMIC ANALYSIS

Economic science, as we know it today, began to take shape in western Europe
during the eighteenth century. The dawning of the Renaissance in Europe
unleashed various forces that were ultimately to provide the climate and the
necessary instruments for the development of economics as a separate and
independent discipline. Secularism, a new religious skepticism, the attempt to
de-emphasize God in worldly affairs, and the new emphasis on the scientific
method paved the way for the rise of economics as an independent and secular
science in a new and rather materialistic world. Economics emerged as a separate
discipline in the eighteenth century. However, economic analysis had a much
longer lineage. Many cultures and civilizations produced, prior to the eighteenth
century, at least some works on economic activity: the Greeks in their classical
age, the Muslims of the medieval period, medieval Christian scholastics, the
mercantilists of the sixteenth and seventeenth centuries, and to some extent
ancient Chinese and Indian scholars as well (Ohrenstein and Gordon 1992:
preface).

As stated before, medieval Muslim scholars, in particular, made important
contributions to the field of political economy. Muslim thinkers of that age, in
the “mirrors for princes” and other practical pamphlets, and in their philosophic,
ethical, theological, and even literary writings, demonstrated a substantial
knowledge of economic analysis. These writers often demonstrated an
awareness of the ways economic agents (such as producers, consumers, etc.)
and institutions (that is, markets and governments) behaved. To the surprise of
those who adhere to the Schumpeterian Great Gap thesis, these writers discussed
the evolution and the efficiency of division of labor, the evolution and functions
of markets and the roles of demand and supply, the roles and origin of money,
the portfolio management theory, the function of the state, and a population
theory similar to the one adhered to by Thomas Malthus.

Given the mercantile roots of Islamic religion, the rationalism Islamic
civilization inherited from the Greeks, the degree of intellectual sophistication
of Muslim scholars, and the complexity of the economic situation of the Islamic
society, the extent of economic understanding should not be surprising at all.

It can be argued that an appreciation of economic activity has never been
something that Muslims shy away from (perhaps with the exception of Sufis).
The Qur’4n and Hadith (the reported words and deeds of the Prophet for all
Muslims, and those of the Imams also for the Shiites) are antiascetic: these
writings advocated moderation in worldly affairs and emphasized that human
salvation does not imply withdrawal from worldly activities (Hosseini 1988).
In fact, Islam sprang from a mercantile society, Prophet Muhammad engaged
in commercial exchange up until the age of forty (when he claimed revelation),
production and trade are pictured in the Qur’4n and Hadith as noble practices,
and merchants are favorably portrayed (Essid 1988:78). In the words of Sami
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Zubaida, “It is not difficult to show that the Qur’dn and Hadith contain many
passages which sanction and encourage trade. The Meccan milieu of
Mohammad and his followers was a business milieu. Before the call to Islam,
Mohammad and his companion engaged in trade extensively, Mohammad was
arelatively small merchant, but also acted as agent for other merchants in trade
with Syria. The early Muslims of Mecca and Medina also continued in trade”
(Zubaida 1972:321). For several centuries the status of trade and the merchant
was raised further as the Islamic society became more prosperous. It was during
these centuries that the “Islamic bourgeoisie” was on the rise. S.G.Goiten writes:
“This class developed slowly during the first hundred and fifty years of the
Muslim era, emerged into the full light of history at the end of the second,
became socially admitted during the third and asserted itself as a most powerful
socio-economic factor during the fourth” (Goiten 1957:585). It never became
an organized body, however, and never obtained political power, although many
of its members occupied positions as high (and the highest) executives of the
state (Goiten: 585).

The simple Islamic society of the early days became much more complex as
Islam embraced Iranian (Persian) and Hellenic lands and cultures after the
Prophet’s death. Economic historians such as Subhi Labib (1969:79-96), Elias
Tuma (1965:1-23) and Udovitch (1967a:200-64) have demonstrated the
economic complexity and sophistication of that society. The complex economic
and social system that emerged soon required theoretical (political, economic,
and theological) debates, as well as the opinions of Islamic jurists on practical
and day-to-day actions. The availability of Greek and Persian texts in Islamized
lands, and their rapid translations to Arabic, made these debates more
sophisticated and lively. These debates produced great works in philosophy,
theology, ethics, geography, history, the sciences, and practical manuals as
guides to leaders and merchants.

It was in the commentaries on these debates and the religious opinions and
decrees of Islamic jurists that Muslim writers dealt with economic issues and
concepts. Muslim scholars of this age demonstrated a thorough understanding
of the economy and its agents and institutions. Because the Islamic society of
the medieval period possessed some of the institutions and intellectual tools of
modern times, medieval Muslim scholars were able to anticipate some of the
economic issues that were discussed much later in western Europe.

PERSTIAN-SPEAKING IRANIANS AND MEDIEVAL
ISLAMIC INTELLECTUAL HISTORY

Some of the recent literature dealing with the contributions of medieval Muslim
writers to the history of economics assumes, perhaps unintentionally, that Islamic
civilization was monolithic and that only Arabs contributed to the development
of Islamic intellectual history (see for example, Ghazanfar and Islahi 1990;
Ghazanfar 1991). This is not true at all. Islamic civilization has always been
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diverse, and particularly after the Prophet’s death in 632, both Arab and non-
Arab Muslims have left their marks on Islamic intellectual history and its culture.
In fact, even Prophet Muhammad had two very close non-Arab associates:
Salman the Persian and Balal of Ethiopia. It is for this reason that if one were
to understand Islam and its civilization, “It is necessary to understand the diverse
ethnic and cultural worlds into which the Islamic revelation descended and
which Islam transformed and made its own.... One can speak of one Islamic
culture and many different colors, zones and variations or of several cultures
within Islamic civilizations” (Nasr 1981:39). The various cultural zones of the
Islamic world are Arabic, Persian (Iranian), Turkish, Malay, and black African,
each one of these also being rather heterogeneous.

Persians (Iranians), who came under Islamic rule during the reign of Omar,
the Second Caliph, brought into the Islamic community a strong ethico-religious
devotion, a strong political culture, and a love of knowledge. It should be
remembered that prior to the rise of Islam, Persians had produced the religions
of Zoroastrianism, Manichaeism, and Mithraism, as well as the communistic
religion of Mazdakism (and Babism and Bahaism in recent centuries). Iranian
culture has always emphasized pursuit of education. Fariba Shahnazari cites a
daily prayer (to Ahura Mazda, the ancient Zoroastrian god of pre-Islamic
Persians) which is indicative of the value placed on learning. “Oh, Ahuramazda,
endow me with an educated child, a child who will participate in his community;
a child who will fulfill his duty in society; a child who will strive for happiness
of his family, his city, and his country; an honorable child who will contribute
to others’ needs” (1992:30).

In addition to their own sources, Iranians also sought knowledge from their
neighbors: the Greeks, Romans, and Indians. This was particularly true under
Sassani Persian kings, who were impressed with the new knowledge of their
neighbors and who established a center of learning in order to combine Iranian
knowledge with that of others. This center, the Jundi Shapur University, founded
during the fourth century AD, was at its height during the reign of Anoshiravan
the Just, who ruled the Persian Empire from 531 until his death in 579 (nine
years after the birth of Prophet Muhammad). Jundi Shapur was modeled after
the Hellenized universities at Alexandria and Antioch, particularly in the
teaching of mathematics, astronomy, medicine, and logic. The university also
taught Iranian (Persian) and Indian sciences. Jundi Shapur was strengthened
after AD 489, when the school of Edessa was closed by the order of the
Byzantine emperor, and again in AD 529, when the Emperor Justinian ordered
the school in Athens to be closed. Thus, by the time that Islam emerged, Jundi
Shapur University, in southern Iran had become an effectively cosmopolitan
center synthesizing Persian, Greek, Indian, and Roman sciences. It flourished
for some four centuries in post-Islamic Persia, and it was revived as a modern
university in the twentieth century.

Under the Sassani kings, Persia was a socially rigid society whose Indian-
like caste system did not allow the mass participation of its citizens in various
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intellectual activities. Islamization of the Iranian society, destroying the caste
system and substituting the degree of faith and spirituality for predetermined
class ranks as the criterion of social distinction, brought about more
egalitarianism and mass participation in various aspects of life, including
educational and intellectual activities. This change energized the Iranian society
and brought many more people into the arena of intellectual activity. The
translation into Arabic of Greek, Persian, Indian, and other scientific,
philosophic, and literary works, and the fact that Islam, in both the Qur’4n and
Hadith, encouraged learning, caused a tremendous upsurge of intellectual
activity among Muslims, in particular the Iranians, who had inherited a great
wealth of intellectual activity from their pre-Islamic past, and became very
active in various areas of intellectual activity, producing the greatest minds
during the Islamic golden age (particularly during the tenth and eleventh
centuries). During this period, intellectual activity took place at Jundi Shapur,
in less formal centers of learning, and in several new universities (called
Nezamiehs) established by the enlightened vizier of Iranian Seljuk kings,
Nezam-ul-Mulk, in various Persian cities, as well as in Baghdad (Sedigh
1960:141). Persian-speaking Iranians developed a great love for Arabic, the
language of the Qur’4n. It is no wonder that Sibewaih the Persian was regarded
the master of Arabic grammar (Mottahedeh 1994:20). But love of Arabic did
not prevent Iranians from also reviving the Persian language and creating a
new literature and a new form of poetry.

It was during this phase of Persian history that great masters of classical
Persian poetry—Ferdousi, Rumi, Saadi, Nezami, Hafez, Khayyam, and many
more—emerged. Intellectual activity among Iranian Muslims also flourished
in mathematics, philosophy, medical science, religious sciences, history,
geography, and Arabic language. The greatest Muslim philosophers (Ibn Sina,
Razi, Suhravardi, Qutb-al-Din Shirazi, Mulla Sadra Shirazi, and many more),
the greatest ethicist-philosophers (Ibn Miskaway, Nasir Tusi, and Davani), the
greatest Muslim chemist (Razi), the greatest Muslim mathematician (Mussa
Kharazmi, the author of the first treatise on algebra), the greatest theologians
(Ghazali and others) were Persian-speaking Iranians. Because of the importance
of the Arabic language in theology, philosophy, and the sciences, most Persian
writers wrote most of their works in Arabic. Still, some of the major works of
these writers were written in Persian (Nasr 1975:67).

Although Arabic philosophic activity declined first after the Sunni attack on
philosophy during the eleventh century and later after the fall of Baghdad during
the Mongol invasion of 1258, Iranian Shiites, building upon the works of Farabi,
Ibn Sina, Suhravardi, and others, continued their philosophic writings up until
modern times. Explaining the role of intellectuals after 1258, Nasr writes:

Henceforth Persia, which provided most of the Islamic philosophy.... In

the thirteenth century, the philosophy of Avicenna (Ibn Sina) was revived
by Khajah Nasir Tusi, an intellectual figure of the first magnitude who
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also revived the study of mathematics and astronomy. In fact, it was he
and his student Qutb-al-Din Shirazi who proposed the first new medieval
model of planetary motion, which was later to be employed by
Copernicus...it was also Tusi who established the first complete
astronomical observatory in history, which through the observatories of
Samara and Istanbul, became the model for the earliest modern European

observatories such as those of Tycho Brahe and Kepler.
(Nasr 1981:78)

Explaining the intellectual activities of Iranian Muslims after 1258, Nasr
continues:

Gradually, the teachings of Avicenna, Suhravardi (both Persian) and Ibn
Arabi, as well as those of theologians, became synthesized in vast
metaphysical systems which reached their peak during the 17th century
with Mir Damad and Sadr-al-Din (Mulla Sadra Shirazi). These
metaphysicians, who are the contemporaries of Descartes and Leibniz,
developed a metaphysics which was no less logical and demonstrative
than those of European contemporaries. Quite justly, Corbin has called
Sadr-al-Din Shirazi, whom many Persians consider the greatest Islamic
philosopher (rivaling another Persian—Avicenna), a combination of St.
Thomas and Jacob Bohme which the context of Islamic in its Persian
manifestation alone could make possible.

(Nasr 1981:78)

While Ghazanfar and Islahi insist on calling all Muslims “Arabs,” Muslims
throughout the ages have been conscious of their diversity. This is obvious in the
following statement of Nasir Tusi (a Persian), written some eight centuries ago.

Among the classes of nations, the Arabs are distinguished for their speech,
their eloquence and their ingenuity, but they are also noted for harsh nature
and powerful appetite. The Persians, on the other hand, are distinguished
by intelligence, quickness, cleanliness and sagacity, albeit noted for cunning
and greed. The Byzantines are distinguished for loyalty, trustworthiness,
affection and competence, but noted for stinginess and meanness. Indians
are distinguished for strength of feeling, and intuition and understanding,
but noted for conceit, malevolence, guile and a tendency for fabrication.
The Turks are distinguished by courage, worthy service and fine appearance,
but noted for treachery, hardness of heart and indelicacy.

(Tusi 1964:184)

In fact, many Persian historians and philosophers were higly conscious of their

ethnicity. As a result, they devoted a great deal of time and effort to the study of
pre-Islamic Persian history and philosophy. The works of Biruni, Ibn Sina, Ibn
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Miskaway, and Suhrawardi are indicative of this fact. The attempts of poets
and writers of prose to revive the Persian language indicates their awareness of
their ethnic origin. The great epic poet Ferdousi (b. 940), who spent thirty
years writing the Book of Kings (Shah Nameh), made this explicit: “I toiled so
much in these thirty years, reviving Iran through my Persian.”

MEDIEVAL PERSIAN SCHOLARS AND THEIR
RESPECTIVE UNDERSTANDINGS OF THE
ECONOMIC PROBLEM

Economic realities of the medieval Islamic society—exemplified by the
importance of markets, the merchant class, productive activity, trade and the use
of credit and partnership in trade—required a theoretical explanation on the part
of thinkers. This complexity also necessitated the opinions of Islamic jurists on
the permissibility (or the prohibition) of economic activities. The intellectual
sophistication and curiosity of Islamic thinkers (particularly Persian thinkers),
the realism of the writers of the “mirrors for the princes” (of Persian origins) and
that of Islamic jurists who dealt with peoples everyday problems, and the
rationalism of Muslim philosophers, itself influenced by the rationalism of
Aristotle and that of the neo-Pythagorean Bryson, provided the needed instrument
for these explanations and legal (Islamic) opinions. It is due to these influences
that medieval Muslims, particularly Persians, produced much economic analysis.
Once again, it should be emphasized that these writers, like others, did not treat
economics as an independent discipline; they emphasized unity of knowledge
and introduced economic analysis in the midst of their philosophic, legal, ethical,
political, scientific, and even literary discussions.

Medieval Persia was among the most economically developed parts of the
Islamic world. Persia produced some of the best minds in medieval Islam and
it is therefore not surprising that medieval Persian writers had a great deal to
say about economic matters. The works of many medieval Iranian writers reflect
their awareness of economic matters. These include Farabi’s Good City (chapters
26-37), Ibn Sina’s Household Management, Biruni’s book on India, many of
Ghazali’s works, particularly his Ihya-al-Ulum-al-Din (in Arabic) and Kimiya-
e-Saadat (in Persian), Nezam-al-Mulk’s Siasat Nameh (in Persian), Kai Kavus’s
Qabus Nameh (in Persian), Ibn Miskaway’s book on ethics, Nasir Tusi’s book
on ethics (in Persian), and Asaad Davani’s book on ethics (in Persian). These
writers viewed economic matters in two different and distinct ways. In contrast
to Sufi teachings, both of these groups regarded economic activity as
praiseworthy, but while some praised wealth and economic activity for their
own sake, other writers, assuming that this world is a preparation for the next,
believed that the pursuit of economic activity is good because it is a means
toward salvation. The first view, which has its base in the economic realities of
medieval Islamic society, was influenced by the realism of the Persian “mirrors”
tradition and by Greek rationalism (of Aristotle and of Bryson). The second
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view, which also had its base in medieval Islamic society, was influenced by
traditional Islamic ethos (and perhaps by pre-Islamic Iranian ethics) and by
Sufism (Hosseini 1995). Kai Kavus’s economic discussion in Qabus Nameh,
which are devoid of theological arguments and are objective and positivistic,
praised wealth for its own sake—an example of the first view. Ghazali s
economic discussions in both /iya and Kimiya provide an example of the second
view. Ghazali, and other proponents of this view for that matter, while advocating
economic activity, regards the development of the economy as part of divinely
ordained, socially obligatory duties whose fulfillment is necessary for the
perpetuation of humanity (/hya 2: 32). Ghazali’s Sufi tendency, rather obvious
in his writings, is well known. It is a fact that Ghazali tried to synthesize
traditional Islam and Islamic Sufism.

Medieval Persian scholars provide a surprisingly detailed discussion of
economic matters. Obviously, they analyze and discuss the economic realities
of their own times. In some cases, they seem to be explaining various socio-
economic arrangements that can, potentially, exist. Cases in point are various
nonideal societies that are discussed in Farabi s Good City and in Nasir Tusi’s
Nasirean Ethics. Some of the economic discussion of these writers resembles
what were discussed by medieval Christian scholastics later on; others seem
closer to contemporary economic texts, as the following summary of their views
demonstrates.

Wealth, poverty, and acquisitiveness

Both groups of medieval Persian writers praise economic activity and the
accumulation of wealth, both groups scorn poverty, and both groups view
individuals as acquisitive. Kai Kavus writes: “My son, do not be indifferent to
the acquisition of wealth. Assure yourself that everything you acquire shall be
the best quality and is likely to give you pleasure. Once you have acquired it,
not letting go for anything; indeed, preserving is more difficult than acquiring”
(Kai Kavus 1951:91). According to Nasir Tusi, “the intelligent man should not
neglect to store up provisions and property” (1964:159). According to Asaad
Davani, “Experience teaches me this wholesome truth: men work by knowledge,
knowledge works by wealth” (1946:92). In the words of Ghazali, “man loves
to accumulate wealth and possessions of all kinds of property. If he has two
valleys of gold, he wants to have a third” (Ihya 2:280; see Ghazanfar and Islahi
1990). Against poverty, Kai Kavus writes, “you must realize that the common
run of men have an affection for the rich, without regard to their personal
concern, and that they dislike poor men, even when their own interests are at
stake. The reason is that poverty is man’s worst evil and any quality which is to
the credit of the wealthy is itself a derogation of the poor” (1951:92). According
to ethicist Davani, “For the wisest, if destitute of money, can be no benefactor
of the people; and even in himself, by reason of his attention to require
expedients, is withheld from perfection” (Davani 1946:91-2). For Ghazali, the
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theologian, “If people stay confined to subsistence level and become very feeble,
deaths will increase, and work and industry will come to a halt and society will
perish. Further, religion will be destroyed, as the worldly life is a preparation
for the next” (Ihya 2:108; see Ghazanfar and Islahi 1990:384). The views of
these medieval Persian writers concerning self-interest are not all that different
from those of modern economists. For example, Kai Kavus, in advising his
son, argues, “And never, in anything you do, lose sight of your own interest—
to do so is superfluous folly” (1951:109). According to Ibn Miskaway, “The
creditor desires the well-being of the debtor in order to get his money back
rather than because of his love for him.... The debtor, on the other hand, does
not take great interest in the creditor” (1968:137).

The emergence of the division of labor, the evolution of markets,
and voluntary exchange

Medieval Persian writers provide a great deal of discussion about the need for
division of labor in human society, the evolution of markets, and voluntary
exchange. For example, Farabi, in chapter 26 of his Good City, discusses the
various material needs of individuals, the impossibility of their satisfaction by
mere individual efforts, and the possibility of their satisfaction through cooperation
and division of labor (and thus exchange). Ibn Sina (1940:10) discusses these
needs and their satisfaction through division of labor and the family. Division of
labor is also discussed in Ghazali’s IThya (3:227), Kai Kavus’s Qabus Nameh
(1951:156), Nasir Tusi’s The Nasirean Ethics (1964:153-4), Ibn Miskaway’s
Tahdhib al-Akhlag (1968:123), and in Davani’s works. After discussing the
impossibility of satisfying all of one’s material needs by one’s own effort alone,
Davani argues that: “Nay, if he devoted his time entirely to one of these crafts,
the whole would be insufficient for its attainment. But when men congregate
together, and cooperate with each other, and each for other perseveres in one
employment, and threads the way of justice in reciprocal co-operation and
interchange, the necessities of life are amassed, the situation of individuals secured,
and the perpetuity of the species provided for. Philosophers have a saying, that
there are a thousand things to be done before anyone can put a morsel of bread
into his mouth” (1946:318-20). This is similar to Adam Smith’s line of reasoning
in the Wealth of Nations. It is interesting that these writers even understood the
importance of division of labor in the international arena. This is obvious in
Farabi’s Good City (chapter 26) and in Qabus Nameh, when Kai Kavus discusses
the benefits of international trade. As we read, ‘““To benefit the inhabitants of the
west they import the wealth of the east and for those of the east the wealth of the
west and by so doing become the instruments of world’s civilization. None of
this can be brought about except by commerce” (Kavus 1951:156).

Medieval Persian writers understood that the need for division of labor gives
rise to the exchange process and the institution of markets. Ghazali seems to
have understood this evolution rather well. As he stated:
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So the farmer needs blacksmiths and carpenters, and they in turn need
farmers. Naturally, each will want to satisfy his needs by giving up in
exchange a portion of what he possesses. But, it is also possible that
when the carpenter wants food in exchange for tools, the farmer does not
need the tools. Or, when the farmer needs tools, the carpenter does not
need food. So such situations create problems. Therefore, pressures
emerge leading to the creation of trading places where various tools can
be kept for exchange and also warehouses where farmers’ produce can
be sorted. Then, customers bring produce to the markets and if they cannot
readily sell or exchange what they possess, they sell them at a lower rate
to the traders who in turn store the produce and sell to the buyers at a
profit. This is true for all kinds of goods. Then, such practices extend to
various cities and countries.

(Ihya 3:227; see Ghazanfar and Islahi 1990)

Medieval Persian writers seem to have understood the laws of demand and
supply. For example, Ghazali seems to have recognized the law of supply when
he stated: “If the farmer does not get a buyer for produce, then he sells at a very
low price” (Ihya 3:227; see Ghazanfar and Islahi 1990). Or, in Ihya (2:80; see
Ghazanfar and Islahi 1990), he seems to have understood price elasticity of
demand when he suggested that a cut in profit margin by price reduction will
cause an increase in sales and thus in profits. Kai Kavus recognized both demand
and supply when he provided advice to his son concerning the purchase and
sale of houses: “Further, you must buy when the market is slack and sell when
the market is brisk” (Kavus 1951:109). In the following, Kai Kavus recognized
demand, supply, competition, and even marketing:

If you are a craftsman in the bazaar, whatever your craft, let your work
be quick and worthy of praise, so that you may acquire many patrons;
and whatever the work you do, let it be better than that of your fellow-
craftsmen. Be content with modest profit, for while you sell at eleven a
single article which costs you ten, you may sell two at ten-and-a-half a
piece. Do not drive customers away by importuning and over-insistence;
thus you will gain a livelihood from the practice of your craft and more
people transact business with you. In the course of selling an article,
exert yourself to say “my friend,” my “dear sir” or “my brother,” and to
make a show of humanity, and with all your strength...contain yourself
from harsh and foul language. By your gentleness the customer will be
shamed from bargaining and you gain your object.

(Kavus 1951:237-8)

Some of the Persian writers have argued that prices are determined by market

forces. This is particularly obvious in Qabus Nameh, Ghazali’s works, and Ibn
Miskaway’s book on ethics. The following statement by Ibn Miskaway
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demonstrates his understanding of price and equilibrium (as well as money).
“Thus, money is the equalizer of things that differ, adding to some and taking
away from others until equilibrium is established between them so that business
may be carried on fairly, as between, for example, the farmer and the carpenter”
(Ibn Miskaway 1968:103—4). The equilibrium price Ibn Miskaway discusses
is what Ghazali calls “prevailing price” (Ghazanfar and Islahi 1990); it is what
other writers (both Muslim and Christian) have called “just price” and is
presently called “equilibrium price.”

Production, its stages and its efficiency

The above-mentioned Persian writers took production very seriously and
devoted considerable attention to describing it, its hierarchy and various stages,
its nature and its efficiency. They view productive activity, particularly
production of necessities, as a social responsibility. For Ghazali such activities
are part of one’s worship (fhya 2:61; see Ghazanfar and Islahi 1990).

For both groups of Persian writers, production has stages and is hierarchical;
they classify production activities in terms of their social importance. For
example, according to Nasir Tusi,

Crafts are of three kinds, noble, base and intermediate. Noble crafts are
those coming within the range of the soul, not that of the body; and they
are called the crafts of liberal men and of the polite. The greater part of
them.... Base crafts are also of three classes: that which is repugnant to
the best interest of the generality of mankind, such as practicing
monopoly.... The intermediate crafts comprise other classes of livelihoods
and kinds of trades. Some of them are necessary like agriculture, and
some are unnecessary, such as dyeing. Again, some are simple, like
carpentry and the work of blacksmith, while others are compound, such
as scale-making and the cutler’s trade.

(Tusi 1964:158)

According to Davani, “Professions are either necessary, as agriculture, or
unnecessary (as gold working) and may all be reduced to three heads—noble,
mean, and indifferent. The noble are those which have to do with intellectual
power; the mean professions are likewise of three sorts: 1. Those which are
repugnant to human interest; as magic, witchcraft, engrossing 2. Those which
are incompatible with mental excellence; as wine selling, done-playing, dice-
playing” (Davani 1946:254-5). Classification of productive activity takes place
among other writers as well: Ibn Sina, Farabi, and Ghazali. According to
Ghazanfar and Islahi, Ghazali suggests a classification of productive activities
quite similar to contemporary discussions: primary (agriculture), secondary
(manufacturing), and tertiary (services) (Ghazanfar and Islahi 1990:389).
Persian writers also emphasized efficiency in the productive process. For Nasir
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Tusi, “Now, all who are characterized by a trade should make advance and seek
perfection therein” (1964:158-9). Davani wrote that “when settled in any
profession, we ought to aim at its distinctions and perfections, and not rest content
with laboring for any trivial purpose” (1946:256). In the words of Ibn Miskaway,
“consequently, our unquestionable duty is to seek the good which represents our
perfection and for which we are created” (1968:13). Farabi discusses efficiency
in detail, and Kai Kavus provides very practical advice to achieve efficiency in
production. He seems to be aware that producers (suppliers) must be cost-effective,
that large-scale commerce is more efficient, and that agricultural efficiency
requires constant improvement of land and implements (Kai Kavus 1951:237).

Like modern economists, these Iranian writers were also aware of the linkages
that exist in the production chain. According to Ghazali, “the farmer produces
grain, the miller converts it into flour, the baker prepares bread from the flour.
Further, the blacksmith makes tools for farmers cultivation, and the carpenter
manufactures tools needed by the blacksmith. The same goes for all those who
engage in the production of tools and implements needed for the production of
foodstuff” (Ihya 4:128; see Ghazanfar and Islahi 1990). In the words of Davani,
“there are a thousand things to be done before anyone can put a morsel of
bread into his mouth” (1946:320).

The economics of the state

Almost all of the above-mentioned medieval Persian (Iranian) writers had
something to say about the role of the state in society and economy. This is
particularly true of the two mirrors in our study—Qabus Nameh and Siasat
Nemeh. These two mirrors, authored by a Persian prince (Kai Kavus) and a
grand vizier of Persian Seljuk kings (Nezam-al-Mulk), necessarily provide two
extremely wise and practical accounts of government, the economy, and society,
including detailed discussions of public finance: revenues, their sources, and
expenditures. Nezam-al-Mulk, in particular, draws heavily from the experiences
of pre-Islamic Persian kings (Anushiravan the Just, Bahram Gur, etc.). In the
chapter dealing with government treasuries (chapter 48), he writes:

Kings have always had two treasuries, the capital treasury and the expenses
treasury. As revenue was acquired it was usually taken to the capital
treasury, and seldom to the expenses treasury, and unless there was urgent
necessity they did not allow disbursement from the capital treasury. When
they did take anything out, they took it by way of a loan, and put an
equivalent sum back later. If care is not taken in this way, the whole
income of the state will be dissipated on expenses, and if there comes
some unexpected need for money, it will give rise to anxiety and there
will be shortcoming and delay in meeting the commitment. It was always
the practice that any money paid into the treasury such as revenue from
provinces, should not be changed or encashed. Thus expenses were met
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at their due time, there was no failure or delay in the payment of awards,
salaries and presents, and the treasuries were always replenished.
(Nezam-al-Mulk 1960:246)

Most of these writers, in general, provide detailed commentary and advice on
the conduct of affairs of the state. They demonstrate a high degree of
sophistication in understanding the function of the state and view it as a
necessary institution. For Ghazali, the theologian, the state and religion are
inseparable pillars of an orderly society; while religion is the foundation, the
state is the promulgator and protector (fhya 1:17; see Ghazanfar and Islahi
1990). To these writers, peoples inability to fulfill all their needs alone persuade
them to live in cooperation with others. However, the realities of jealousy,
competition, and selfishness would make cooperation difficult. The state is
needed to check these tendencies.

Like classical economists, these Persian writers saw the need for the state to
provide peace, security, and justice. This point is particularly emphasized by
Nezam-al-Mulk. The medieval Persian writers also held the state responsible
for establishing the proper conditions for promoting economic prosperity. For
example, Davani discussed the support that merchants need from the state if
they were to play useful roles (1946:455). Nasir Tusi, explaining the categories
of the bases of the “Virtuous City”, sees an economic function for the state
(1964:216). Both functions are also obvious from the following statement by
Kai Kavus:

The King’s continuance is dependent on his forces, and the prosperity of
the country on the peasantry. Make it your constant endeavor to improve
cultivation and to govern well; for, understand this truth: good government
is secured by armed troops, armed troops are maintained with gold, gold
is acquired through cultivation, and cultivation sustained through payment
of what is due to the peasantry.

(1951:123)

Since the publication of The Wealth of Nations, nonsocialist economists,
assuming that economic agents are self-interested and that the interaction of
these self-interested individuals (the butcher, the brewer, the baker, and so on)
gives rise to economic efficiency, have believed in the notion of the invisible
hand. Asaad Davani, as if responding to Smith a few centuries in advance,
opposed the notion of the invisible hand and saw the need for the state to
restrain the negative consequences of individual selfishness. In his own words,

men must not be left to their own natures...for each, in pursuing his own
advantage, would be injuring the rest; this must lead to dissension, till
they fell to hurting and destroying one another. Some provision, therefore,
must evidently be made for rendering each content with his rightful
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portion, and restraining the hands of violence from reciprocal injury. Now
this provision is termed supreme government.
(1946:322)

Understanding barter, barter’s problems, and the evolution of money

Medieval Persian scholars understood the difficulties of the barter system and
recognized the problems that we label today as the lack of a common
denominator, indivisibility of goods, and double coincidence of goods. They
knew that while barter can lead to exchange, differences in the characteristics
of goods can make the exchange process inefficient, and they understood the
evolution and importance of money and its various functions (Ghazanfar and
Islahi 1990:390-1). They also understood the harmful effects of counterfeiting
and currency debasement. Of course, as Muslims, they had to emphasize that
money is not (or should not be) desired for its own sake—money carries value
only in exchange. Again, as Muslims, they had to oppose the giving or taking
of interest (particularly Ghazali, the theologian, who went to great pains to
prove the inefficiency of interest taking). Discussing lending and borrowing
for interest, Ghazali stated, “When someone is trading in dirhams and dinars
themselves [Persian and Roman currency of the time], he is making them as
his goal, which is contrary to their functions. Money is not created to earn
money, and doing so is transgression. The two kinds of money are means to
acquire other things; they are not meant for themselves” (lhya 4:192; see
Ghazanfar and Islahi 1990).

Some of these Persian writers, interestingly enough, also understood the
modern notion of portfolio management of investment and that diversification
is a hedge against losing. According to Davani, “It is advisable to have part of
our property in money and species, and part in land, establishments, and stocks
in order that if anything occur to unsettle one kind, it may be made up in
another” (1946:236), In his discussions of the need for savings, Nasir Tusi
argues that “It has been said that it is preferable to have part of one’s property
in cash and the proceeds of merchandise, part in commodities, furnishings,
provisions and (general) goods, and part in landed holding, estates and
livestocks. In this way, if a breach be made on one side it is possible to repair it
from the other two sides” (1964:159).

Medieval Persian writers as precursors of Malthus and Darwin

Winczynski (1959:459-66) and Joseph Spengler (1980) have brought to our
attention that Biruni, who lived some nine centuries before Malthus and Darwin,
can be regarded as their precursor. Biruni recognized that “since the growth of
man’s numbers is limited by the capacity of the environment to provide support,
the earth could become overpopulated and in need of a thinning of its numbers”
(Spengler 1980:96). According to Biruni, the growth of anything is limited by
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the environment accessible to it. He also recognized that since the capability
for the growth of a species in number is unlimited, its actual growth is restrained
by limiting and (apparently) almost exclusively external agents (Biruni’s India:
382-3). Biruni observed, much as did Charles Darwin upon reading Malthus,
that the pressure of increasing numbers will give rise to natural selection.

Biruni should not be regarded as the only medieval Persian scholar with a
“Malthusian” population theory, however. In fact, all three Persian ethicists in
our study—Ibn Miskaway, Nasir Tusi, and Davani—held similar views. They
even used mathematical calculations to discuss their population theories.
Assuming no deaths, Nasir Tusi calculated the impossibility of the surface of
the earth to maintain all human beings from the time of Ali (the fourth Caliph
and the first cousin and the son-in-law of Muhammad and the first Shiite Imam).
After these calculations he wrote,

Thus if all this mass of people attempted to stand straight, with their arms
held aloof, in the closest proximity to each other, there would not be
room for them on the face of the earth—much less when it is a question
of lying or sitting down, or moving about and going their different ways.
No place would remain free for building or cultivation or the disposal of
waste matter. Such a situation, moreover, would come about in only a
short period: how then, if with the prolongation of time, and by numberless
multiplications in the same reference, they were reduced to sitting on
one another’s heads.

(Tusi 1964:140-1)

The same type of discussion is presented by Ibn Miskaway and Davani. It is
interesting that these three philosopher-ethicists, as Shiites, give the example
of Ali, the founder of Shiism, and his descendants.

CONCLUSION

This chapter attempts to establish that medieval Muslim writers (Persians, Arabs,
Spanish, and so on) were inspired by Islamic ethos and influenced by Greek
and Iranian thought in ways that allowed them to explain the economic realities
of their age rather well. These writers made substantial contributions to the
history of our discipline. Medieval Muslim thinkers, one can argue, influenced
medieval Christian scholasticism tremendously. According to Karl Pribram
(1983:21), the scholastics derived their intellectual armory from the works of
medieval Muslims, and according to Will Durant (1950, 4:954-8), the writing
of Aquinas’s Summa Theologica was inspired by the Islamic theologian Ghazali
(see Ghazanfar and Islahi 1990). Muslim scholars also influenced Christian
scholastics in their economic thinking (see Mirakhor 1988; Hosseini 1995).
In fact, there existed about six ways by which “Islamic” knowledge was
transmitted to medieval Europe. First, numerous Christian scholars traveled to
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Muslim lands to learn “Islamic” sciences during the eleventh and twelfth
centuries. Examples were Constantine the African, Adelard of Bath, and
Leonardo Fibonacci (see Durant 1950). Second, from the eleventh until the
fourteenth centuries, numerous European students attended Islamic universities
to study mathematics, philosophy, medicine, cosmography, and other subjects.
These students became candidates for professorships in the first Western
universities to be established after the pattern of the Muslim seminaries (see
Sharif 1966; Makdisi 1970). Third, there were many translations of Arabic
writings to Latin during this period. Although these translations were made in
various European cities, most of them took shape in Spain (Toledo and Burgos)
and Italy (Sicily and Naples). Other forms of transmission included: oral
transmission, transmission of economic knowledge through commerce, and
the diffusion of economic institutions and processes (Hosseini 1995).

In contrast to the writers mentioned in the introduction, I have emphasized
the diversity of Islamic civilization and the fact that contributions to Islamic
thought were made by a variety of Muslim scholars. Many non-Arab Muslims
(and even non-Muslims in Muslim lands) made substantial contributions to the
intellectual climate of medieval Islam.

To demonstrate this diversity among Muslims, I have argued that at least
Persian-speaking Iranians were aware of their Persian culture and that for this
reason many medieval Persian intellectuals (particularly philosophers and
historians) tried to revive Persian thought, albeit in an Islamic framework. This
was also the case as Iranians resisted Arabization, particularly among those
who helped to revive the Persian language, its poetry, and its prose.

I also argued that Persian-speaking Iranians (even though most often wrote
in Arabic rather than in Persian) were among the best of medieval Muslim
thinkers. These thinker-philosophers, ethicists, theologians, geographers, or
writers of “mirrors for princes” also demonstrated a sophisticated understanding
of the economic process and anticipated many economic concepts that would
appear much later in Europe. They understood “new” economic concepts: the
market mechanism and demand and supply, division of labor, efficiency, the
Malthusian theory of population, the economic functions of money, utility, the
social welfare function, and the notion of conspicuous consumption.

REFERENCES

Baeck, Louis (1993) The Economic Thought of Classical Islam and Its Revival, Katholieke
Universiteit, Centrum Voor Economische Studiens, April.

Biruni, Abu Raihan (1971) Kitab-Fi-Tahqiq Malil Hind (in Arabic), edited and trans. Edward
C.Sachau, Al-Beruni’s India, New York: Norton.

Davani, Asaad (1946) The Akhlag-e-Jalali, translated from the Persian, London: W.F. Thomas.

Durant, Will (1950) The Age of Faith, vol. 4, New York: Simon and Schuster.

Essid, Yassine (1988) “Islamic Economic Thought,” in Todd Lowry (ed.), Pre-classical
Economic Thought, Boston: Kluwer.

Farabi, Abu Nasr (1982) Good City, Persian translation by Sajadi, Tehran: Zuhuri Publishers.

80



ECONOMIC THOUGHT IN MEDIEVAL IRAN (PERSIA)

Ghazali, Abu Hamed (1940) Kimiya-e-Saadat [in Persian], 2 volumes, Aram edition, Tehran:
Ganjineh Publishers.

Ghazali, Abu Hamed (n.d.) lhya-al-Ulum-al-Deen, 4 volumes, Beirut: Dar-al-Nadwah.

Ghazanfar, S.M. (1991) “Scholastic Economics and Arab Scholars: The Great Gap Thesis
Reconsidered,” Diogenes: International Review of Humane Sciences 154 (April-June).

Ghazanfar, S.M., and Islahi, A.Azim (1990) “Economic Thought of an Arab Scholastic: Abu
Hamed Ghazali,” History of Political Economy 22:2.

Goiten, S.G. (1957) “The Rise of the Near-Eastern Bourgeoisie in Early Islamic Times,”
Journal of World History 3:583-604.

Gordon, Barry (1975) Economic Analysis Before Adam Smith, New York: Macmillan.

Hosseini, Hamid (1988) “Notions of Private Property in the Literature of Islamic Economics
in Iran,” International Journal of Social Economy 15:15-61.

(1995) “Understanding the Market Mechanism before Adam Smith: Economic Thought
in Medieval Islam,” History of Political Economy 27 (Fall): 539-61.

Hourani, George (1985) Reason and Tradition in Islamic Ethics, Cambridge: Cambridge
University Press.

Ibn Miskaway (1968) Tahdhib al-Akhlag, translated by C.Zurayk, Beirut.

Ibn Sina (Avicenna) (1940) Tadbir Manzel, Tehran: Ibn Sina Publishers.

Kai Kavus (1951) Qabus Nameh (A mirror for princes), translated from the Persian by R.Levy,
New York: Dutton.

Labib, Subhi (1969) “Capitalism in Medieval Islam,” Journal of Economic History 29: 79—
96.

Landreth, Harry and Colander, David C. (1989) History of Economic Theory, Boston:
Houghton Mifflin.

Lekachman, Robert (1959) A History of Economic Ideas, New York: Harper & Row.

Makdisi, George (1970) “Madresa and University in the Middle Ages,” Studia Islamica 32.

Mirakhor, Abbas (1988) “Muslim Scholars and the History of Economics: A Need for
Consideration,” paper presented at the Annual Meeting of Southwestern Economics
Association, later published by the Central Bank of Iran.

Mottahedeh, Roy (1994) “Some Islamic Views of the Pre-Islamic Past,” Harvard Review of
Middle Eastern and Islamic Studies 1:17-26.

Nasr, Seyyed Hossein (1975) “The Significance of Persian Philosophical Works,” in G.Hourani
(ed.), Essays on Islamic Philosophy and Science, Albany: State University of New York
Press.

(1981) Islamic Life and Thought, Albany: State University of New York Press.

Nezam-al-Mulk (1960) Siasat Nameh, translated from the Persian by Hubert Darke, London:
Routledge & Kegan Paul.

Ohrenstein, Roman, and Gordon, Barry (1992) Economic Analysis in Talmudic Literature,
New York: E.J.Brill.

Oser, Jacob and Blanchfield, W.C. (1975) The Evolution of Economic Thought, New York:
Harcourt Brace Jovanovich.

Pribram, Karl (1983) A History of Economic Reasoning, Baltimore: Johns Hopkins University
Press.

Richards, D.S. (ed.) (1970) Islam and Trade of Asia, Philadelphia: University of Pennsylvania
Press.

Rima, Ingrid (1991) Development of Economic Analysis, Homewood, IL: Irwin.

Roll, Eric (1963) A History of Economic Thought, Englewood Cliffs, NJ: Prentice Hall.

Schumpeter, Joseph (1954) History of Economic Analysis, New York: Oxford University
Press.

Sedigh, Isa (1960) Tarikh-e-Iran, Tehran: University of Tehran Press.

Shahnazari, Fariba (1992) “Modernization and Education: A Comparison of Japan and Iran,”
IMES 30 (November).

81



HAMID HOSSEINI

Sharif, M.M. (ed.) (1966) A History of Islamic Philosophy, vol. 2, Wiesbaden.

Spengler, J. (1980) Origins of Economic Thought and Justice, London: Feffer & Symons.

Spiegel, H.W. (1983) The Growth of Economic Thought, Durham: Duke University Press.

Tuma, Elias H. (1965) “Early Arab Economic Policies,” Islamic Studies 6:11.

Tusi, Nasir (1964) The Nasirean Ethics, translated from the Persian by G.M.Wickens, London:
Allen & Unwin.

Udovitch, Abraham (1967a) “Credit as a Means of Investment in Medieval Islam,” Journal
of American Oriental Studies 87.

(1967b) “Labor Partnership in Early Islamic Law,” Journal of the Economic and Social

History of the Orient 10:64-80.

(1970) “Commercial Techniques in Early Medieval Islamic History,” in D.S. Richards
(ed.), Islam and the Early Track of Asia, Oxford: The New Eastern History Group.

Winczynski, Jan (1959) “The Presumed Darwinism of Biruni,” Isis 50:459—-66.

Zubaida, Sami (1972) “Economic and Political Activism in Islam,” Economy and Society,
pp- 308-37.

82



7

IBN KHALDUN’S POLITICAL
AND ECONOMIC REALISM

Louis Baeck

HIS LATE RISE TO FAME

Since the 1950s, academia has rightly hailed Ibn Khaldun (1332-1406) as the
greatest social scientist of medieval Islam. Moreover, in his survey on Muslim
Economic Thinking, Mohammad Siddiqi praises him as their greatest economist
(Siddiqi 1981:70). Being a native of the Maghreb, at a time when the lands of
western Islam were torn apart by a series of dynastic struggles between rival
Arab and Berber tribes, Ibn Khaldun proved to be a mettlesome and ambitious
political activist. After a series of reversals and failures in his role as teacher
and counselor to various local emirs, he quit the political scene with a pang of
disappointment. For about three years he retreated into the desert castle, Qalat
Ibn Salama. There, disentangled from the hurly-burly of city and court, he
decided on a new course: a literary career. His new ambition was to become a
detached scholar with a long-term view on the sociopolitical and economic
determinants that have had an impact on history.

Ibn Khaldun’s major achievement was the writing of the Mugaddimah, or
the long introduction serving as an analytical and synoptical framework of his
lengthy treatise on history, the Kitab al-ibar. During his lifetime this monument
of medieval scholarship was not received as an outstanding classic text destined
to lift its author to the pantheon of universally acclaimed intellectual celebrities.
The bulk of the Kitab al-ibar does not significantly depart from the mainstream
historiographic tradition of his predecessors. But in the Muqgaddimah Ibn
Khaldun ventured into untrodden paths. The characteristic in-depth analysis,
the socioeconomic realism, and the masterful comprehensiveness of his essay
came as a shock and startled most of his contemporaries. On several issues, the
methodological innovation of the Mugaddimah broke away from the cherished
canons of mainstream Islamic thinking.

Erwin Rosenthal, who published one of the first sociopolitical analyses of
the Mugaddimah, made the following important remark: “To my knowledge
Ibn Khaldun was the first medieval thinker to see the importance of economics
for politics and for the whole life of any society organised in a state” (Rosenthal
1962:90). In Ibn Khaldun’s mindset, sociopolitical and economic development
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go hand in hand. His untraditional method and his prima donna-like ego disabled
him to build up an audience or even a school of followers. In his lifetime he
was more reviled than praised. The Andalusian epigone, Ibn al-Azraq (1428-
91), was aremarkable exception. His near-contemporary, the Egyptian historian
Al-Magrizi (1364—-1442), admired the Mugaddimah. He also engaged in social
and economic history writing but went his own way for his methodology. On
some important matters, like the practice of money debasement, the thirteenth-
century Hanbalite jurist, Ibn Taymiyyah (1263-1328), and also Al-Magqrizi
offer more penetrating analyses. Notwithstanding the floppiness of some factual
details, Ibn Khaldun surpassed them all with his analytical sharpness and the
realism of his global vision. His originality consisted precisely in the patient
insight with which he described the social web (asabiyya) as the principal
determinant in human history. This emphasis on the social dimension in the
cyclical development of civilizations implied a more deterministic attitude than
any to which his contemporaries were accustomed.

After a relatively long eclipse from the intellectual scene in the Arab world,
our fourteenth-century author was rediscovered by the European orientalists
of the nineteenth century. In the wake of this rediscovery, the Mugaddimah
was translated into several languages. In 1863 Marquis de Slane translated the
Prolegomena into French. The English-speaking world had to wait for almost
another century. In 1958, Frank Rosenthal published an English translation;
this was reprinted in 1967 and prefaced with text-critic comments. The
translations in other languages are the following: Turkish (1859), Urdu (1924),
Persian (1957), Portuguese (1958), Hindi (1961), and Hebrew (1967). In the
course of the last decades the secondary literature has been growing steadily.
The bibliography published by al-Azmeh in 1981 registers more than 650 titles.
In 1983 Ahmed Abdesselem published a sort of intellectual portrait gallery of
the Maghrebi scholar. This study touches on the different historical and cultural
contexts as well as the viewpoints of the readers of Ibn Khaldun about the
Mugaddimah and the different ways in which they profiled the author. With
the Western commentators, the comparison to Machiavelli is the most frequent.
But a number of readers compare him also to Vico, Montesquieu, Rousseau,
Marx, Hegel, Nietzsche, and Weber.

The intellectual status of Ibn Khaldun got a significant lift during and after
the political decolonization of the Maghreb countries. In a series of symposia
and congresses (Cairo 1962, Algiers 1978, Rabat 1979, and Tunis 1980) he
became celebrated as the founder of sociology and the discoverer of a great
number of analytical insights and theories in political science, economics, public
finance, philosophy of history, demography, and social geography—a long time
before their official births. In the 1960s and 1970s the development theorists,
following the lead of the Latin American dependencia-school, and also other
authors of Third World theory, frequently invoked Ibn Khaldun as the prestigious
and cosmopolitan forefather of the Maghrebi social sciences. Against the
penetration and domination of Western social sciences in their academic milieu,
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which were berated as a new form of colonization, or worse, as a drive toward
intellectual “bedouinization” of local scholarship, Ibn Khaldun was posited as
a historical model rooted into the Arab historical tradition. In the effort of the
Arab social scientists toward cultural indigenousness and in the endeavor to
construct their own conceptual framework in reference to the Arab social and
cultural context, Ibn Khaldun figured as a prestigious precursor; this is as the
indigenous originator, classifier, analyst, and systematizer (Irabi 1982; Sabagh
and Ghazalla 1986).

From the second half of the 1970s, the revival of Islam’s historical, cultural,
and religious tradition stimulated an intensive wave of scholarly interest in the
Muslim social sciences, particularly in sociology and economics. However,
with the movement in the tradition-bound intellectual milieu of the Middle
East toward the Islamization of the social sciences, the exegetic references to
Ibn Khaldun became less frequent, while the references to orthodox—some
would say, fundamentalist—sources from eastern Islam, especially al-Ghazali
and Ibn Taymiyyah, became favored. This Islamic paradigm shift is also
noticeable in the contemporary economic literature of Muslim origin, Sunnite
as well as Shiite (Taleghani 1982; Kepel and Richard 1990; Baeck 1994).

THE CONTOURS OF IBN KHALDUN’S WORLD-VIEW

Ibn Khaldun was born in Tunis in 1332 to an aristocratic family that had recently
emigrated from Andalusia to the Maghreb. All his life he viewed himself as an
emigrant, more so as an odd man out, frequently changing jobs, masters, and
towns. For the Islamic lands, the fourteenth century was a time of dynastic and
political strife, social disruption, and foreign invasion. In the East, Persia had
been invaded by the Seldjuks, followed by the advance of the Mongols who
burst out of the Asian steppes. During one of his diplomatic missions Ibn
Khaldun accompanied the Mamluk sultan of Egypt for the negotiation of a
peace treaty with the famous Mongol conqueror, Tamerlane.

In the lands of western Islam, the confederation of Arab and Berber states,
which had been ruled by the Almohad dynasty since the twelfth century, fell
apart into several rival emirates. The Spanish princes had conquered Cordoba
in 1236 and Seville in 1242. The king of Sicily occupied Djerba in 1284. From
the fourteenth century on, the Portuguese gradually took over the control of
the African coast. The merchant oligarchies of the Maghreb and Andalusia,
which for centuries had been the intermediaries in the trade over land between
Europe and Africa south of the Sahara, lost their trade monopoly. The caravan
trade, and with it the merchant class of the Maghreb, entered into a crisis from
which it has never recovered.

Being a talented and ambitious scion of a wealthy and respected family, Ibn
Khaldun received a first-class education from a series of well-known teachers
in the most important areas of study, namely the religious canons (the Qur’4dn
and the prophetic tradition), the legal focuses of the different schools and the
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practices of law, the methods of speculative theology (kalam), the Greek tradition
of Arab philosophy (falsafa), and last but not least, the Persian political wisdom
literature, a didactic genre also called “mirror of the prince” literature.

After his graduation in this classical curriculum, the young man engaged in
political activity with remarkable zest, a notorious versatility, and a rarely seen
bent for nonconformity. Frequently changing sides, he first served the emir of
Tunis, followed by a post at the rival court of Fes, then by a stay at Tlemcen, and
finally with the sultan of Granada. His audacious initiatives for radical reform
and his undiplomatic language landed him in jail. Disgusted with court life and
its intrigues, he “emigrated” to Egypt, where the Mamluk sultan offered him
protection and where he became supreme judge for litigation in the Malikite
tradition.

The Malikite tradition (founded by Malik Ibn Anas [712-96] in Medina)
was one of the four major schools of law. From the beginning, the majority of
the Maghrebi law doctors, as well as the judges, had opted for the Malikite
tradition. One of the reasons was that the North African tribal organization and
its social and economic structure were more like the small-town situation of
Medina (in the heartland of Arabia) than the big-town context of the Persian
and Syrian lands, from which the other law schools stemmed. The Malikite
tradition kept to the letter of the divine law (shari’a) revealed by the Prophet. It
did not permit a too-frequent use of analogical reasoning or a laxist adaptation
of the law to different circumstances of time and place. During his career as
qadi in Egypt, Ibn Khaldun was known to be averse to the sterile casuistry and
hermeneutics, or the disputation techniques (munazara), of the other law
schools. His principled stance led him more than once into trouble with his
fellow gadi, who adhered to other jurisprudential rites. Another important
characteristic of the Malikite tradition is that it stresses, more than some other
schools, the idea of social utility (maslaha). The divine law or shari’a prescribes
in great detail how believers should conduct their lives; how to submit to God
and deal with their neighbor; how they ought to sell and buy at the marketplace;
how they should eat, sleep, and procreate, etc. In all this the Malikite rites
emphasized the importance of the common good.

The emphasis on social utility of this jurisprudential tradition not only
influenced Ibn Khaldun at the law court, where he showed a great interest for
the social context of the cases, but also in his scholarly work. His sense of
social justice compelled him to become a sharp observer of events, with a
thirst for knowledge concerning the concrete circumstances and the specific
context of cases and causes. In this valuable attempt to sift the basic argument
from the details, he matured into an able social scientist, wary of dogmatism.

Philosophy had reached eastern Islam by the translation of Greek treatises in
Arabic by Chaldean Christians, who were followers of the Neoplatonic synthesis
realized by authors of Late Antiquity, like Plotinus, Porphyry, Proclus, and others.
The Islamization of the Neoplatonic falsafa through Muslim hellenizers, like al-
Farabi (887-950) and Ibn Sina (980-1073), led to a Neoplatonism with
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pronounced spiritual and mystical exaltations, as well as stoic self-discipline.
However, the lands of western Islam leaned more heavily on the Aristotelian
tradition. The works of its most famous figure, namely the Andalusian Ibn Rushd
(1126-98), were hotly debated by the Latin scholars of the Paris university. The
penetration of Greek or pagan falsafa aroused the outrage of the majority of the
ulema and the devout Muslim scholars adhering to orthodox tradition. With al-
Ghazali’s (1058—1 111) hermeneutic attack against the Muslim brand of
philosophy, the post-Ghazalian scholarly world purified falsafa from its
metaphysical and rationalist overtones and reduced it to bare logic. The Muslim
scholastics, with a mindset to reconcile faith and reason, tried to work out a new
synthesis. This ambitious scheme, however, led to an impasse.

In the post-Ghazalian fideist climate, kalam was reduced to formal
disputations. The scholastic discourse degenerated into dry logic and to
hairsplitting casuistry based on pure analogical reasoning. By the time that Ibn
Khaldun graduated from school he had become utterly disgusted with it. He
decided to embark upon a political career in which he was confronted with the
concrete problems of the world. But his analytical mind continued to show a
keen interest in the underlying causes and determinants of the political
turbulence of his time. This led him to the works on political philosophy written
by Muslim authors.

In that vein, al-Farabi’s treatise on the Virtuous City (al-madina al-fadila),
an Islamic version of Plato’s Republic, caught his eye. But Ibn Rushd’s famous
commentaries on Aristotle’s Nicomachean Ethics, as well as on Plato’s Republic,
interested him to a higher degree. Indeed, the Andalusian philosopher, more
than the eastern Utopian al-Farabi of eastern Islam, referred to the historico-
concrete developments of southern Spain and of the Maghreb. Besides being
an influential gadi, Ibn Rushd had sided actively with the regime, as a counselor
at the court of the Almohad empire. His profound humanism, with an under-
pinning of ethical norms by reason, inspired for a while the Almohadan ideology
of revival. This novelty, however, was of short duration.

In Ibn Khaldun’s time the politico-religious reform movement of the Almohads
had spent its spell. And in eastern Islam, conquerors like Hulalu and Tamerlane
could hardly be identified with al-Farabi’s philosopher-king. Being a realist with
an analytical mind, Ibn Khaldun drifted away from al-Farabi’s political idealism.
This was based on Plato’s premise that refined ethics and politics derive from
theoretical knowledge. The author of the Mugaddimah, who in his early career
avidly read the Socratic philosophers and the Muslim hellenists, became in his
mature age highly critical of their metaphysical stance in ethics and politics (Mahdi
1957; Lambton 1981; al-Azmeh 1981; Himmich 1987).

Not only does the Platonic equation of knowledge with being come under
heavy attack, but also Ibn Rushd’s rationalism. The focus of his attack was
directed against the pretension of the Socratic school to equate the total
dimension of being with knowledge.' These idealistic philosophers, he stated,
made the same error as the naturalists who only emphasize the body. In the
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Latin West a similar opposition to the concepts (called universals) of
Thomistic—Aristotelian-inspired—philosophy had led to the new, more realistic
paradigm of nominalism. According to our fourteenth-century scholar, the reign
of pure reason is not a universal or categorical imperative; it has natural limits.
Man is not only moved by the knowledge of the good; he is also driven by a
will for power and by material aspirations such as the desire for wealth. However,
if the élan vital, the competitive drive and the desire for comfort degenerates in
lust for power and luxuries, it ultimately leads to the destruction of man and
society. This is the kernel of Ibn Khaldun’s “realistic” philosophy. Its seeds
germinated in medieval Islam in critical confrontation between philosophical
rationalism, Muslim law, and kalam (Nassar 1967).

In keeping with this realistic focus, he also distanced himself from Ibn
Taymiyyah’s fundamentalist stance, particularly the al-siyasa al-shari’a. This is
atreatise on a political regime and community ruled by the shari’a. This notorious
Hanbalite jurisconsult exercised for years the function of muhtasib, or supervisor
of the markets: the control of weight measures, prices, and the quality of money.
This supervision of the sug gave Ibn Taymiyyah first-hand insight into the
motivation of buyers and sellers, in the practical laws of the market, and in the
social and economic mechanisms of society at large. In his discourse on a
community ruled by divine law, the Hanbalite jurist aimed at a revival of primeval
Islam. In opposition to the hellenizing philosophers who dreamed of a philosopher-
king as a substitute to the early caliphate, his plea was a call for devout leaders,
like the early right-guided (rashiduri) successors of the Prophet, to take over
political leadership. Ibn Khaldun, the realist, opined that this nostalgic idealization,
aimed at a renaissance of the caliphate, left a wide gap between religious zeal and
the historico-concrete functioning of the world.

The reading and the almost uncritical absorption of the “mirror of the prince”
literature enriched Ibn Khaldun’s research with a tradition of Persian origin. It
set his pragmatic mind upon a fruitful path.> With the move to the east under
the Umayyad regime, and still more so under the Abbassid dynasty, Islam
underwent an intense process of Iranization. One of the consequences was that
their scholars came into contact with the oriental wisdom literature of Iran. In
the eighth century, Ibn al-Mugqaffa initiated this didactic genre with two manuals.
In the fourteenth century al-Turtushi closed this long series of open letters to
the prince (Rosenthal 1962).

In the mirror literature, the moral principles of social justice and public
equity are not conceived as absolute ethical norms, but rather as practical devices
in the interest of the state, the society, and its leaders. The efficient ruler is not
perceived as a religious devotee or as a philosopher. Rather, he should be a
practical manager with an eye on the checks and balances of reality. An efficient
ruler applies the sound principle of raison d’état; blending political authority
with propaganda aimed at popularity. The mirror-genre had as origin the courtly
ethos fostered by the Sassanian aristocracy. This reached unparalleled peaks
of earthly wisdom and joie de vivre, its final aim was to obtain the willing
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submission and legitimism of the sultans subjects. The mirror books abound
with discourses on public administration, fiscal systems, the organization of
commerce, and the economy. These essays, written as manuals for the
enlightened political manager (mulk hazm), are the result of functional
pragmatism in the service of sociopolitical realism. They are almost the opposite
of the philosophical discourses on the ideal city. The mirror books also offer a
reasonable alternative to Ibn Khaldun’s dislike of despotic rule by intriguing
sultans. A manager-type regime was also more to his taste than a theocracy or
a regime solely based on the shari’a.

With the Persian authors Ibn Khaldun agreed that ruling a community well
is a rare skill; an efficient statesman is like a manager of a historico-concrete
society, he does not rule utopia. This requires the knowledge of the practical
determinants, the specific causes, and the social and economic laws of
development that move it. When he retreated to a three-year sojourn in a desert
castle, Ibn Khaldun opined that the best way to serve the coming statesmen
consisted in the writing of a book on the dynamics of history. But it should not
be a mere court chronicle destined to flatter the ruler; it ought to be a useful
manual for the statesman. The book he wanted to write would pass beyond the
mere relating of the facts; it should preferably unveil the basic dynamics of
becoming.?* Ibn Khaldun, the realist, embarked upon the study of the social and
economic forms of life as they had actually existed and were known in history.
He was not interested at all in idealist speculation and was averse to another
version of a madina fadila of his theory. In the introduction of his Kitab al-
ibar, he boldly announced without a blush that his treatise launches a new
science, namely the science of societal development (ilm al-umran).

A TREATISE ON NON-SUSTAINABLE DEVELOPMENT

Since the time of Greek and Roman antiquity, litterateurs had tried to structure
the unfolding of facts and events along different interpretative themes, with the
expectation of a deeper insight into the laws and the dynamics of history. In
this genre, the theme of the rise, growth, and decline of societies, states, and
civilizations had been treated already in Hesiod’s three stages of development.
Plato and Aristotle theorized on the historical unfolding of constitutions.
Polybius, a Greek scholar living in Rome during the second century BC, wrote
aremarkable essay on political development (Polybius 1923). In the sixth book
of his Histories, the Greek historian witnessed Rome’s rise to power by their
conquest of the central Mediterranean and set himself to expound a theory on
the development cycle of regimes (anakuklosis politeion).

To Polybius this cycle was a natural sequence of birth, growth, and decline
through which historical societies were bound to pass. The rise to power and
the territorial expansion by conquest could not endure, since the richer and
more powerful a commonwealth became, the harder it would be to maintain
moral and civic virtue in proper equilibrium. With a clear emphasis on internal
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causes, Polybius explored the two avenues that lead to societal decadence. The
first avenue is social and economic: the achievement of a high level of prosperity
feeds the drive for luxury; this inevitably brings decline (tes epi to kheiron
metaboles). The second—and most of the time the simultaneous—cause is
sociopolitical. The political emancipation and later the radical claim of the
people for more freedom ends in the worst regime of all, namely the tyranny of
the masses (ochlokratia). Another famous littérateur, the Roman rhetor Cicero,
was also preoccupied with the historical cycle of constitutions. Being an
accomplished popularizer of abstract ideas, he relayed the view of Polybius to
the Roman intelligentsia.

The Polybian cycle theory had been a valuable attempt to prophesize the
misdevelopment of the early Roman republic, but in theory it was a tributary of
Aristotle’s political philosophy. Ibn Khaldun’s realistic bent, supported by his
intimate knowledge of the Islamic commonwealth’s problematic development
cycle, led him to write his lengthy volume on stability and instability of regimes
and to come forward with a more comprehensive analysis. His horizon was
wider and he approached his domain of study as a social scientist rather than as
a political philosopher. In his view, the conditioning factors—that is, the political,
social, and economic variables—interact in a more or less autonomous way.
On the theme of realism in power politics his work illuminates a classic and
universal issue: how to establish and maintain a stable state with a sustainable
development model. With his hard-headed approach, he came almost a century
and a half ahead of Machiavelli’s theses.

The scholarly commentaries of our time offer a wide variety of opinion on
the object of Ibn Khaldun’s new science and on the author’s intentions. Indeed,
the richness and complexity of the work mean that it can be read and interpreted
as a theory on decline. In Himmich’s book, Penser la dépression, Ibn Khaldun
is profiled as a nostalgic who senses the end phase of a civilization. But the
Mugaddimah can also be read as a high-quality product in the genre of mirror
literature. His scientific method, however, offered surer guidelines for rulers
than the outright descriptive and conformist literature of the Persians. According
to one’s standpoint, the Prolegomena can be read as a philosophy of history or
as a treatise on social dynamics.

Noteworthy is the fact that Ibn Khaldun was a deeply religious man, and
some hesitant passages of his book end with “for God knows best.” In several
passages he recognizes that in the prime time of Islam, religion had welded the
umma into a community submitted to the will of Allah. After the Prophet’s
revelation of the Qur’4n, the believer could hold that religion offered the final
salvation for the individual and for society. In the religious view on history,
Christian and Muslim alike, the social drama of decline or worse, of decadence,
were sensed to be a sanction inflicted upon the unfaithful who betrayed their
trust in God. But the Mugaddimah opened the path to a secular view of history.
In fact it unveils a complex matrix of natural causes, of autonomous factors,
which imply that with or without religion, history itself is not linear. History is
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cyclical—for reasons which are intrinsic to the unfolding of the human socio-
drama itself. When the coercive forces of a civilized state and its institutions
are increasingly felt to cramp and obstruct the vigorous and creative forces in
society, and it has not enough resilience to resist them, the organic alliance
disintegrates. Limiting himself to be an acute observer of reality, our treatise
writer refused to preach.

In my view Ibn Khaldun is the first but also a classical proponent of the
nondurability of development. His work offers a superposition of various
cycles—the political, the social, the economic, the fiscal, the demographic—
each having their intrinsic dynamics, but with a dialectical impact on each
other. The interesting point is that his analysis pointed to the internal
misdevelopment of society and the dysfunctional growth of its economy as the
major determinants of decline. The intrinsic laws of socioeconomic development
are such that all the primitive cultures that succeeded to break through the level
of basic material needs, and that entered into a process where the clan solidarity
(asabiyya) dwindles as a result of detribalization, are sooner or later caught in
a maelstrom.

The weakening of asabiyya through detribalization permits the formation
of a bigger-scale society; second in line comes the division of labor, with its
ensuing uplifting of labor productivity and general welfare. After this takeoff
to luxury a society cannot escape for long the dysfunctional traps of
misdevelopment. The growth fever that in the initial stages functions as a
leverage to higher forms of societal and economic development turns into a
cancer. The message of Ibn Khaldun is clear: the intrinsic laws of growth and
development have the inevitable consequence that, viewed in the long course
of history, they prove to be nondurable. In the long course of history there are
no known forms of development that proved to be sustainable. This thesis,
ably demonstrated by a medieval scholar, brings a clear message for the
economists interested in the problems of our own long-term development.

THE SOCIAL CORE OF POLITICAL CHANGE

In the beginning of the seventh century the revelation of the prophet Muhammad
had given rise to a spiritual and social revolution in Arabia. Islam imposed
itself as a novel response to the political crisis resulting from the continuous
feuds between the desert people in the Hijaz and the urban merchant oligarchy
in Mecca and Medina. The social conflict was defused by the new religion
with its binding element of a higher order, namely the umma or the spiritual
link of believers. In the space of barely one century, Islam, driven by a holy
zeal for Allah and lust for booty, would conquer an area stretching from Persia
to Morocco and up to the Pyrenees in Europe.

After the death of Muhammad, a vicar or khalif presided over the community
of believers. According to the ideal model set by the rightly guided leaders of
primeval Islam, the caliph was the supreme spiritual authority who also served
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as the temporal ruler and judge. In the course of time the caliphate gave way to
mere earthly power relations. Sultans, emirs, and in due time despots gripped
the reins of power with the aid of military force. The spiritual guidance was
gradually monopolized by the interpreters of the revealed message and of sacred
law. The history of medieval Islam is a tale of a magnificent civilization regularly
torn apart by new conquerors, most of the time tribal leaders of desert nomads.
These brave newcomers toppled the exhausted urban rulers with the cohesive
military clout of their unspoiled clansmen.

Ibn Khaldun, who in his schooling had absorbed all the available knowledge
and who as a political activist had participated in some major power struggles of
his time, became fascinated by the natural development cycle: the genesis, the
flourishing and the decline of political power and authority. In his search for the
operational foundations of this repeated cycle he singled out its underlying social
dynamics as the prime mover. As a medieval scholar he drew more than he
admitted on the prescriptive norms of the fukaha, on the apologetic literature of
kalam, and on the metaphysical schemes of the hellenizing Muslim philosophers.
But in the social contextualization of his thesis he proved to be a most original
thinker. He came up with a new science in order to explain how and why things
are as they are in the natural development course of human societies. Ibn Khaldun,
the realist, sided with the facts of life while the hellenizing philosophers cherished
the Utopian schemes of an ideal state. He felt that the juridico-religious norms of
the fukaha seemed to be more apt to offer guidance to the believer for his salvation,
but were no match for the despots and their power holders.

In Ibn Khaldun’s sociopolitical dynamics, asabiyya or the primary group
cohesion and solidarity based on blood ties is the pivotal concept. The kinship
ties lead to affection and support in one’s social relations. The members of the
nomadic tribes concentrated on the satisfaction of the primary needs, like food
and shelter. The social organization of the clan guarantees that each member
gains the means of subsistence, and moreover it secures the mutual protection
of the group. As a result of the natural vicissitudes of the subsistence economy
the clan member has to fall back on the solidarity of the group. Consequently,
he takes its cohesive power structure for granted.

Asabiyya alone, however, is not sufficient to found a great civilization. With
the development of cities where several tribes are clustered together and with
the formation of the state, a different social organization and additional force
are needed to buttress the cohesion of this multiethnic entity. According to Ibn
Khaldun the primeval umma was linked together with God’s help. But in the
course of time, a multiethnic empire developed, and after the charismatic
founding fathers, the cohesive impulse of religion weakened. Ambitious rulers
monopolized power, and some behaved as despots. They were set to keep the
community together with a paid army and with an exacting state bureaucracy.

The development of urban agglomerations (tamaddun) resulted in a process
which may be called detribalization. This entails a gradual loosening of natural
solidarity ties. In order to safeguard the state authority of the ruler, the army and the
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bureaucracy assisted by a learned power elite became the instruments of law and
order. In due time this coercive machinery could not function without considerable
financial means. The prodigality and the luxury of the court and of the ruling class
swallowed an exorbitant mass of resources. The tax levies beyond the rate admitted
by the canonical prescriptions created a fiscal overload eliciting the moral disapproval
of dissident fitkaha. In order to fill the void, the state authorities felt obliged to take
over some of the most profitable economic activities and, by doing so, alienated
large sectors of the business community. The resulting dissolution of the social
fibers weakened the state to the point of exhaustion. The times were ripe for a desert
tribe, still unspoiled by civilization, to open a new cycle.

The inductive method of the author and the realistic contextualization of the
development cycle, based upon the pivotal changes in asabiyya, have led some
modern readers to hail Ibn Khaldun as a sociologist avant la lettre. True, for
his time, he was an original social analyst but this does not make him yet a
sociologist in the modern sense. He was, after all, a medieval scholar deeply
rooted in Islamic culture.

THE MECHANICS OF THE LONG TERM

Ibn Khaldun called his new science ilm al-umran, but most readers familiar
with his semantics agree that umran is too complex a term to translate into one
word. In the text, umran refers to the cultural, societal, and material unfolding
of history. In some passages it means social change. Ibn Khaldun’s analysis
rests on a series of binary dichotomies, the most important being: primitive-
civilized, nomadic-sedentary, rural-urban, small-scale society versus big-scale,
feeling of solidarity versus anomie, natural subsistence economy versus money
economy with a surplus. These ideal types change from one stage to another.
Ibn Khaldun’s reasoning is essentially a discourse on stages of development.
Readers with a schooling in sociology identify these ideal types as forebears of
the Durkheim-Weber-Parsons scheme. Readers with an education in economics
opine that the German Historical School and Rostow’s stages of growth had a
medieval ancestor. The most important distinction is the one between umran
badawi and umran hadari. The historical cycle consists in a dynamic change
from badawa into hadara.

The umran badawi

The principal meaning of badawa is primitive; its derivative meanings are
nomadic, rural or backward. Today we would call this societal form an
underdeveloped subsistence economy in which people strive for basic needs
like food and shelter. The desert people practice stock-raising and oasis-
agriculture; they are either Bedouins or seminomads. The badawa people live
a natural life whose simplicity engenders certain physical and moral qualities.
Used to standing up to hardship, they are brave and live on the close-knit ties
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of common ancestry or common interests. The manifest link uniting them is
asabiyya or social solidarity. After the necessary aggrandizement of scale, these
seminomads are able to conquer an existing civilized state, or to create one;
because their striking power is sustained by an intense feeling of inner cohesion
and solidarity. As time passes, some tribes get lured into the attractions of
civilization. Ibn Khaldun underlines the progressive division of labor as a
consequence of scale aggrandizement. The ensuing rise in productivity creates
a surplus, so that trade intensifies between food producers and craftsmen.

The umran hadari

This is the sedentary way of life or the civilized society with people living in
big and complex cities. The luxury of hadara is the result of advanced technical
skills. But the desires of townspeople soon become unlimited. In the process
of urbanization, this is a few generations after a powerful tribe has taken over
power in an existing state, detribalization sets in, and asabiyya gradually
weakens. The conquering leader, who initially could count on the strong
solidarity ties of his followers, is obliged to hire mercenaries to defend himself
and to guarantee his power and his authority. With the dwindling of asabiyya,
the need for a standing army becomes greater and starts to swallow up a
considerable share of the state budget. More public works (notably flood control
and irrigation) and the patronage of education, science, the arts, and especially
the luxurious courts, cost money and gradually overburden the royal treasury.
In order to meet the financial requirements for the growing administration and
army, the public authorities engage in economic activities to meet the bill, but
they simultaneously start to levy heavier taxes. For a couple of generations
these devices may be able to avert the problems of overload.

At this point, it should be emphasized that Ibn Khaldun showed no interest
in the problems of commutative justice—the search for the value equivalence
in commercial exchange—nor in a theoretical discourse on the intricacies of
commensurability in the terms of trade between exchangers of goods and
services, like Aristotle and the thirteenth-century Latin scholastics had so
masterfully done (Baeck 1994). As an analyst of the macrosphere he focused
his attention on the sociopolitical levers of wealth distribution between the
power holders (the state machinery) and the rest of society.

In the beginning the impulses of the state work as a booster on economic
development. The state is the greatest employer and also the biggest provider
of public utilities like public buildings, ports, canals, roads. After a period of
commercial and economic expansion and creation of wealth, leading to welfare
and to luxury, the fiscal overload spins off a series of vicious circles. The first
one is that the commercial and economic establishment loses its profits and its
motivation as a consequence of excessive taxes. The forces of decline set in,
once the fiscal income of the state (which originally induced the greatest stimuli
for the economy as its greatest spender) becomes unable to finance the
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ballooning public deficit. In chapter 3, section 39 of the Muqgaddimah, the
different stages and effects of taxation are clearly formulated:

In the city, the bedouin simplicity loses its importance and needs become
more varied. Taxes continually rise to keep pace with the rise in needs
and luxury. Finally, the subjects are gradually overburdened with heavy
taxes. Consequently, the subjects lose interest in social and economic
activities, since the expected profits are not realized. At last civilization
is destroyed, because there is no incentive for social and cultural activity.

(Rosenthal 1958: chapter 3, section 39)

One of the basic themes of the Mugaddimah is that once the natural economy,
characterized by basic needs and social solidarity, changes into a highly
productive economy (producing luxury and social anomie) the internal
coherence weakens. A vicious circle of dysfunctional development sets in. This
leads to decline. The loss of solidarity, the tyranny of the masses and luxury
figured already in the picture of Polybius as the villain of the piece. But it was
Ibn Khaldun who first offered a well-documented global analysis of
unsustainable development. A civilized state with a highly developed economy,
with comfort and luxury, is the telos of most historical societies. But once a
society and its economy achieves hadara, the very success augurs its dissolution.

The developed modes of production resulting in surplus production (in
agriculture, stock-raising, crafts, and industries), the intense exchange and trade
relations between these sectors, the use of money, the refinement of arts and
skills evolved as a response to man’s desire for material comfort. In the next
course of development, however, the rise and growth of the economy is
intimately related to the assertive power of the State. In order to underpin their
legitimacy the rulers embark upon the construction of public works and distribute
attractions and public utilities for the people. In a sort of mercantilist interplay
the State and the commercial classes activate the professional skills of the
craftsmen and of the other productive sectors.

With greater emphasis and clarity than any author before him, our medieval
scholar discourses on the value of labor, the productivity effect of the division
of labor, the stimulus of profit, the profit motive, the accumulation process,
and on the impetus given by inflation to economic growth.* The importance of
labor and the profit motive merit special mention. Chapter V, section 1 of the
Mugaddimah is replete with statements such as: “profit is the value realized
from human labor” or “capital is the value realized from labor.” A number of
Marxist writers, like Batsieva, were tempted to profile our author as an early
socialist and labor-value theorist. Ibn Khaldun would be the first to take umbrage
at such a label. For an author who denounces the luxury, the parasitical idleness,
and the fiscal hunger of the ruling leisure class, the emphasis on labor as the
real source of value is not only an illustration of his economic realism but also
of his moral disapproval of feudal parasitism.
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The division of labor, the specialization of the craftsmen and traders in a
variety of skills is explained by the profit motive. The differential upward trend
of prices works as a pulling force for the occupational transfer of labor over the
sectors: from basic necessities toward the sector of luxury goods. When the
mentality of hadara develops, the demand for comfort and luxury goods grows
proportionally faster than demand for basic needs. What happens is the price of
luxury goods, and the profit to earn, attracts relatively more people in that activity.
The differential trend in price and profit induces labor to move from the primary
goods sector to industry and trade, and finally to the sector of the superfluous. In
order to satisfy the demand for riches, the state is tempted to intervene with price
controls. These obstructions to the law of demand and supply force the producers
and merchants to work for lower profits. When the State, moreover, raises the tax
rate above the tolerable limit and above the traditional/religious norm, the growth
cycle has passed its peak and starts to spiral down.

The analysis of the demographic cycle forms another important subsystem in
his cyclical theory of stages. Here follows the scenario in a nutshell. When a new
tribe of Bedouins and seminomads take over a visibly decadent regime of the
cities, their invasion and high number of children initially boosts the population
growth. The increase in population permits more division of labor and specialization,
and thus more productivity and prosperity. For a while this cumulative process
feeds itself. As the process of more population with higher productivity and
prosperity goes on, the richer regions see their cities grow bigger and more
prosperous, while other cities and the rural areas lag behind. And here again our
author shows his interpretative power: when the demographic cycle reaches
maturity, internal bottlenecks enter the scene which turn the cycle into a vicious
process of dysfunctional growth. First the prosperous cities grow too large and get
overcrowded. The earlier positive effects of urban life (tamaddun), like division
of labor and specialization, enter into the zone of diminishing returns. The mass
of the urban poor becomes restless, and a growing number resort to criminality as
a way of living. And second, the rural exodus or the flight of population from the
countryside brings about a decrease in agricultural production. The results are
famine and disease, ending up in a decrease of the population.

CONCLUSION

Islam was the latest revealed religion of antiquity. Ibn Khaldun lived seven
centuries after its revelation. In the transition from Late Antiquity to the
emergence of the Latin West in the twelfth century, Islam was at its zenith and
played an eminent role as a marker of Mediterranean culture and history.
Classical Islam made an important contribution to economic thought (Baeck
1991). During that long span of time, the lands of Islam witnessed a series of
tribes with a fervent esprit de corps taking over the lead in order to found a
new regime and a reborn society. In the eastern lands the Ummayads took over
the caliphate from the early followers of the Prophet, and in their wake, the

96



IBN KHALDUN’S POLITICAL AND ECONOMIC REALISM

Abbassids, the Seldjuks, and the Mongols. In Andalusia and in the Maghreb,
the Almoravids were conquered by the Almohads. Our author entered his
manhood when the Almohad empire had given way to a series of rival
princedoms. He was educated by the best scholars of his time, and his career
evolved as a rare combination of roles and functions: political activist, grand
judge and scholar.

Thoroughly familiar but dissatisfied with the best of what the science of
law, kalam, and falsafa of his time could offer, he created a new framework of
thought to make his contemporaries conscious of the patterns and the overall
determinants that govern the rise, growth, and decline of societies. In the preface
to his Kital al-ibar he proudly declared “this topic is something new,
extraordinary, and highly useful for statesmen.” With a rare show of chivalry
he admitted that Aristotle, in his Politics (book I, chapters 8—11), had initiated
the eternal theme of Gemeinschaft and Gesellschaft. But he hastened to dismiss
Aristotle’s few pages on the topic as a set of general ideas without all the
arguments it deserves. His own new discipline, the ilm al-umran, had the avowed
ambition to offer “an exhaustive, very clear and fully substantial interpretation”
of the politics, sociology, and economics of development. For our
contemporaries who sense the impossibility of extrapolating our Western
development model to the other five billion people on earth, his message
questions the thesis of “sustainable” development.

His Summa is now universally recognized as a benchmark in the history of
sociopolitical and economic thought. In my view, Ibn Khaldun is the greatest
social scientist of classical Islam. In the Latin West, the Italian humanists of
the fourteenth century, like Leonardo Bruni, Matteo Palmeri, Leon Battista
Alberti, Giannozzo Manetti, and Lorenzo Valla, had also reacted to the normative
treatment of social and economic affairs by canon law and speculative theology,
with a more secular or realistic version. Also Nicolas Oresme’s Treatise on
Money is sometimes quoted as a notable example of matter-of-fact writing on
economics. Oresme’s essay, however, like Al-Maqrizi’s, is a monograph on
one topic, namely money. They both lack, as the works of the Italian humanists
do, the comprehensiveness, the analytical muscle, and the systematic interplay
of the political, social, and economic factors. In Ibn Khaldun’s time, political
science, sociology, and economics were not yet conceived to form an analytically
isolable sphere of thought. In this respect this medieval scholar was thoroughly
Mediterranean, or premodern. With him, however, the economic concepts and
determinants are more forcefully developed than with any other medieval author.
Today we would call Ibn Khaldun’s oeuvre a perfect example of the inter-
disciplinary approach. In this genre the Muqgaddimah is a masterpiece.

NOTES

1 When the Arab scholar declares that he wrote his book with God’s help and without the
instruction of Aristotle, he is shielding himself from the criticism of the orthodox
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establishment, who might find his analysis too far away from kalam. The attack on a
theory without facts and arguments is also unfair, since Aristotle’s research team garnered
the impressive number of 157 constitutions, which he methodically classified and
systematized. Here, as in some other passages, Ibn Khaldun’s immense pride and his
pretense had won over the gentleman.

2 Inthe Latin West, this specula principum, also called Fiirstenspiegel literature, flourished
from the twelfth century and formed the seeds for the theory of “Staatsraison or reason
of state. Machiavelli was largely inspired by this Persian tradition absorbed by the West
(Senellart 1989).

3 Here again, Ibn Khaldun is more influenced than he cared to admit by Aristotle’s
philosophy of development—the Aristotelian tension that regulates the unfolding of the
potential (dunamis) to maturation in actual reality (energeia).

4 In the last decades a number of Ph.D. theses were written on his economic thought. For
a sample of comments see Belal (1968), Boulaika (1971), Benassine (1982), and Busau
(1990).
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MAIMONIDES ON PROPERTY

Its accumulation and its distribution

Nelson P.Lande

The economic, religious, and philosophical views of the twelfth-century Jewish
thinker Moses Maimonides are thoroughly intertwined. Indeed, since his
economic views issue from his religious and his philosophical views, one could
scarcely understand the former without understanding the latter. Furthermore,
since Maimonides interprets his religious views in light of his philosophical
views, it is ultimately his philosophical views that render his economic views
fully intelligible. So, at any rate, I shall argue, by reference to both his position
on the accumulation of wealth and his position on our duties toward the poor.

ECONOMIC VIEWS: THE DETAILS

The accumulation of wealth

Maimonides’s views on both poverty and luxury—he regards them both as
evils—are quite foreign to us. Few of us would claim that luxury is an evil—
quite the contrary—and even though we do agree with him that poverty is an
evil, it is doubtful that we share his reasons for so viewing it.

For Maimonides, poverty is an evil in two respects. It is an obstacle to study.
the study of the texts central to Judaism, such as the Bible and the Talmud. It is
also an obstacle to the right sort of conduct, the adherence to the precepts of the
Law. “[W]hen one is troubled here on earth with diseases, war or famine, he does
not occupy himself with the acquisition of wisdom or the performance of religious
precepts” (Maimonides 1981:92a). The reasoning here appears to be that the
desperately poor will simply be too distracted by their needs to have sufficient
time or energy to devote to study. Moreover, they will find it difficult to resist the
temptation to violate certain of the negative precepts (e.g., the prohibition against
theft), and—because poverty often leads to disease—to fulfill certain of the
positive precepts (e.g., those requiring the performance of various rituals). Central
to Maimonides’s thinking on poverty, then, is the view that it is an evil because it
is an obstacle to study and to conduct prescribed by the Law (1981:91b).

The pursuit of excessive wealth is itself an evil—and in part for the very
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same reason: it too interferes with study. “Of all precepts,” Maimonides writes,
“none is equal in importance to the study of the Torah” (1981:59a). “Possibly
you may say: When I shall have accumulated money, I shall resume my studies;
when I shall have provided for my needs and have leisure from my affairs, I
shall resume my studies. Should such a thought enter your mind, you will
never win the crown of the Torah. Rather make the study of the Torah your
fixed occupation and let your secular affairs engage you casually; do not say:
‘When I shall have leisure, I shall study;’ perhaps you may never have leisure”
(1981:59a-59b). Here he cites approvingly two rabbinical dicta: “Nor can one
who is engaged overmuch in business grow wise” and “Engage little in business
and occupy thyself with the Torah” (1981:59b).

Of course, it does not follow that because the pursuit of wealth is an evil, its
possession is also an evil. On the contrary, one might suppose that Maimonides
would approve of wealth possessions on the grounds that those who have plenty
would also have the time to devote to study. Indeed, he himself writes that
upon those who both engage in study and observe the commandments, God
“will bestow...all the material benefits which will strengthen [their] ability to
fulfil the Law, such as plenty, peace, abundance of silver and gold” (1981:91b).

Maimonides’s reference to “silver and gold” certainly makes it appear that
he would approve of the possession of wealth, but other statements of his point
in quite the opposite direction. Indeed, at times he writes as if wealth and study
were inherently incompatible:

The words of the Torah do not abide with...those who learn amidst luxury,
and high living, but only with one who mortifies himself for the sake of
the Torah, constantly enduring physical discomfort, and not permitting
sleep to his eyes nor slumber to his eyelids.

(1981:59b)

Despite these harsh words, Maimonides is not an ascetic.! His point here seems
to be that one can devote oneself to the Law for its own sake—through the
religious life—and one can devote oneself to pleasure for its own sake—through
the life of luxury—but one cannot devote oneself to both at the same time. His
position is not unreasonable: a little wealth is a good thing—insofar as it provides
one with the necessary leisure to engage in study—but an abundance of riches
threatens to reorient one’s focus and thus one s life.

The ideal that he invokes is certainly rooted within the tradition: it is that of an
individual who “works a little daily, just enough to provide for his needs, if he
would otherwise have nothing to eat, and devotes the rest of the day and night to
the study of the Torah” (1981:59b). At the same time, this ideal is also rooted in
Aristotle’s doctrine of the mean, which Maimonides expressly endorses:

Good actions are those balanced in the mean between two extremes,
both of which are bad; one of them is an excess and the other a deficiency.
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The virtues are states of the soul and settled dispositions in the mean
between two bad states [of the soul], one of which is excessive and the
other deficient.

(Maimonides 1975:67. Emphasis mine)

Not surprisingly, Maimonides enjoins us to cultivate a desire for only a moderate
amount of property. On this issue, he believes, Aristotle and the rabbis are in
full agreement:

our ancient sages exhorted us that a person should always evaluate his
dispositions and so adjust them that they shall be at the mean between
the extremes. ... [Thus one] will only desire that which the body absolutely
needs and cannot do without, as it is said, “The righteous eats, to satisfy
himself”... He will only labor at his occupation to obtain what is necessary
for his sustenance.

(Maimonides 1981:47b)

So far Maimonides’s views are entirely consistent with the Jewish tradition:
the idea that poverty and luxury are evils because they detract from Torah
study is hardly a radical one. It will become clear in the third part of this paper,
however, that the focus on Torah study will be supplanted, in his philosophical
writings, by an emphasis on study of a philosophical sort—and that will prove
to be quite radical indeed.

Duties toward the poor

Maimonides addresses the question of what tsedakah—i.e., charitableness,
righteousness, or justice—calls for. He observes that one is commanded “to
give charity to the poor among the people of Israel, each according to his needs,
if the donor can well afford it” (Birnbaum 1974:155).% It follows that one is
obliged to give charity; one is not free not to give.? It follows, moreover, that
one is not free to decide how much to give; rather, one gives as much as one
“can well afford” to give in order to satisfy the recipients needs.

Two obvious questions arise. First, how does one determine what one “can
well afford”? Second, what constitutes a need—as opposed to, say, a luxury—
on the recipient’s part? Maimonides is silent with respect to the first question,
but he suggests an answer to the second.

If he [the recipient] has no clothing, he should be clothed. If he has no
house furnishings, they should be bought for him. If he has no wife, he
should be helped to marry. If it is a woman, she should be given in
marriage. Even if it had been his wont to ride a horse, with a manservant
running in front of him, and he has now become poor and has lost his
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possessions, one must buy him a horse to ride and a manservant to run
before him, as it is said, “Sufficient for his need in that which he wanteth.”
(Klein 1979:77. Emphasis mine)

To be sure, Maimonides is quick to qualify his position: “You are thus obligated
to fill his want; you are not, however, obligated to restore his wealth” (Klein
1979:77). Nevertheless, his notion of what counts as a need calling for charity
is obviously quite broad. Clothing is an obvious such necessity, as is food.
That house furnishings are such a necessity plainly implies that housing itself
is. That spouses are such necessities—presumably in order to fulfill the
commandment to procreate—suggests that whatever one. needs to fulfill the
commandments counts as a necessity. That a formerly wealthy person should
be provided with at least some of the accoutrements of his former wealth
suggests that what counts as such a necessity is sometimes contingent not merely
upon one’s unique circumstances but also upon ones expectations.

Apart from the charitable obligations that individuals have, the community
itself has obligations: its members must

appoint from among themselves well-known and trustworthy persons to
act as alms collectors.... They should demand from each person what is
proper for him to give and what he has been assessed for, and should
distribute the money every Friday, giving each poor man sustenance
sufficient for seven days.

(Klein 1979:84-5)*

It is plausible to think of the institution that Maimonides is describing here as
the prototype for at least a minimalist version of a welfare state. To maintain
otherwise, one would have to contend that one is free not to give to charity or
that one is free to decide how much to give—neither of which, as we have
seen, is the case—or that the community is free not to establish such an
institution—a possibility that Maimonides rules out by proclaiming that no
“disciple of the wise may live in a city that is unprovided with” (among other
things) “a treasurer of charity funds for the poor” (Maimonides 1981:52b).

It goes without saying that the existence of such a treasurer presupposes the
existence of funds intended for charitable donation. Hence Maimonides clearly
views the existence of community-based charity as mandatory.

He distinguishes eight different ways of giving charity, and ranks them.
Although he does not make explicit the principle that underlies the ordering, it
is certainly possible to discern the reasoning behind this hierarchy. The highest
form of charity is to provide assistance to a poor person “by handing him a gift
or a loan, or entering into partnership with him, or finding work for him, in
order to strengthen his hand, so that he would have no need to beg from other
people” (Klein 1979:91). Maimonides has little difficulty finding support for
this within the tradition:
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One should always restrain himself and submit to privation rather than
be dependent upon other people or cast himself upon public charity....
Even if one is a Sage held in honor, once he becomes impoverished, he
should engage in a trade, be it even a loathsome trade, rather than be
dependent upon other people. It is better to strip hides off animal carcasses
than to say to other people, “I am a great Sage, I am a priest, provide me
therefore with maintenance.” So did the Sages command us. Among the
great Sages, there were hewers of wood, carriers of beams, drawers of
water to irrigate gardens, and workers in iron and charcoal. They did not
ask for public assistance, nor did they accept it when offered to them.
(Klein 1979:91-3)

It is clear why Maimonides assigns this form of charity to the highest rank:
being dependent on others for life’s necessities is humiliating, and it is
humiliating because we perceive it as an obvious evil, just as we perceive being
self-supporting as an obvious good. It is clear that for Maimonides, avoiding
the humiliation of dependency is the best course. Indeed, throughout his ethical
writings, Maimonides never tires of excoriating those who humiliate others. It
is unsurprising, then, that the highest form of charity should consist in a
prescription for obviating the need for charity.

In the second highest form of charity, one “gives alms to the poor in such a
way that he does not know to whom he has given, nor does the poor man know
from whom he has received. This constitutes the fulfilling of a religious duty
for its own sake” (Klein 1979:91). Two questions arise. First, why is this form
higher than all the remaining forms of charity? Second, what does Maimonides
mean by deeming this “the fulfilling of a religious duty for its own sake”?

Since the giver and the recipient are unaware of each other’s identity, the
recipient suffers less humiliation from accepting charity than he would suffer
if either he were aware of the giver’s identity or the giver were aware of his. By
the same token, the giver experiences less pride—i.e., he glories less in his
power to affect the lives of other human beings—than he would experience if
either the recipient were aware of his identity or he were aware of the recipient’s.

In characterizing such an act of charity as “the fulfilling of a religious duty for
its own sake,” Maimonides is almost surely claiming that the giver is motivated
not by a consideration such as pride but rather by the love of God. Elsewhere, for
example, he identifies the act of doing “what is truly right because it is truly
right” with serving God out of love (Maimonides 1981:92b). Hence it would be
surprising if he did not view charitable acts (at their best) in the same light.

It seems to me, therefore, that Maimonides’s ranking principle, where the
eight degrees of charity are concerned, has a twofold aim: to lessen the extent
of both the humiliation that the recipient will endure and the pride that the
giver will experience. If humiliation is an obvious evil, so—for Maimonides,
at any rate—is pride. Indeed, pride is the flaw of character that, at least as
much as any other, puts us at a distance from God:

104



MAIMONIDES ON PROPERTY

our sages. ..said that anyone who permits his heart to swell with haughtiness

has denied the essential principle of our religion, as it is said, “And thy

heart will be proud, and thou wilt forget the Lord, thy God.”
(Maimonides 1981:48b)

The underlying thought here seems to be that one should always be mindful of
one’s dependence on God—and on God’s providence. Thus the giver of charity
who takes pride in his superiority over his beneficiary is likely to see himself
as being dependent only on his own powers, and so as being less dependent
on—or even independent of—God. It is just such an individual who is likely to
exempt himself from the requirements of the Law.

In the third highest form of charity, the giver knows the identity of the recipient
but the recipient does not know the identity of the giver, whereas in the fourth, it
is just the reverse. It seems to me that the third is higher than the fourth insofar as
the giver’s pride and the recipient’s humiliation are less in the third than they are
in the fourth. To be sure, the giver in the third can glory in the knowledge that a
particular recipient, whose identity he knows, is dependent on him—and thus he
can feel superior to him. At the same time, however, this sense of superiority is
surely less than that to be found in the fourth. After all, the recipient in the third
does not know the giver as his benefactor—and thus does not view him as his
superior. Hence the giver cannot glory in the knowledge that a particular individual
exists (the recipient) who knows him (the giver) as his (the recipient’s) benefactor,
and who therefore views him (the giver) as his (the recipient’s) superior.

By the same token, the recipient in the third suffers the humiliation of
knowing that someone exists upon whom he is dependent and toward whom,
therefore, he may well feel inferior. This sense of humiliation, however, must
be less pronounced than that which he suffers in the fourth, where he knows
the precise identity of his benefactor—and thus feels inferior to him.

I shall simply cite the four remaining forms of giving charity, without
elaborating upon them. It will be clear that the same theme—of reducing the
two evils of the recipient’s humiliation and the giver’s pride—runs through
each of them. In each, so it appears, both the giver and the recipient know each
other’s identity. In the fifth, the giver gives without being solicited; in the sixth,
after being solicited. In the seventh and (presumably) the eighth, the giver
gives less than he should give, but in the seventh gives cheerfully; in the eighth,
grudgingly. There is an echo here of Aristotle, for whom one is not to be deemed
virtuous merely because he performs virtuous acts: one must take pleasure in
performing them, or, at the very least, not find it painful to perform them
(Aristotle, Nicomachean Ethics: 1104b7).

THE POINT OF CHARITY

The underpinnings of Maimonides’s view of our duties to the poor are at once
religious and philosophical. Central to his thinking is his conviction that none
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of God’s acts is an arbitrary expression of will; instead, each is an expression
of wisdom and as such is purposeful. It follows that each of the
commandments—and thus the commandment to be charitable—has its own
purpose.

Now the overriding purpose of the Law, so he maintains (and indeed, of
each of the individual commandments), is the advancement of the welfare—
and ultimately the perfection—of both the soul and the body. Where the soul is
concerned, this purpose is achieved once one acquires correct opinions and
develops and exercises ones intellect, i.e., once one acquires the distinctively
intellectual virtues and thereby comes to know “everything concerning all the
beings that it is within the capacity of man to know” (Maimonides 1969:511).

[Where the body is concerned, the perfection that the Law] seeks consists
in being healthy and in the very best bodily state, and this is only possible
through [ones] finding the things necessary for him whenever he seeks
them. These are his food and all the other things needed for the governance
of his body, such as a shelter, bathing, and so forth. This cannot be achieved
in any way by one isolated individual. For an individual can only attain
all this through a political association, it being already known that man is
political by nature.

(Maimonides 1969:511)

Specifically, the Law secures the body’s perfection through “the improvement
of [our] ways of living with one another,” whereby everyone comes to observe
two sorts of duties: the negative duty of refraining from acts of wrongdoing or
injustice—since these (e.g., theft or battery) typically impinge upon the victims
physical well-being—and the positive duty of furthering the welfare of the
community. In other words, the body s perfection can be achieved only if one
lives in a community whose members possess the virtues of character, and in
particular such distinctively moral virtues as justice and charity (Maimonides
1969:510).

Among the principal obstacles to the acquisition of both sorts of virtues—
the intellectual and the moral—are the various desires that collectively constitute
the desire for pleasure. (It is this desire, of course, that accounts for ones
immoderate desire for wealth and that inhibits ones charitable inclinations.)
Hence Maimonides calls for

the abandonment, depreciation, and restraint of desires in so far as possible,
so that these should be satisfied only in so far as this is necessary.... For
when only the desires are followed, as is done by the ignorant, the longing
for speculation is abolished, the body is corrupted, and the man to whom
this happens perishes before this is required by his natural term of life;
thus cares and sorrows multiply, mutual envy, hatred, and strife aiming at
taking away what the other has, multiply. All this is brought about by the
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fact that the ignoramus regards pleasure alone as the end to be sought for
its own sake.
(Maimonides 1969:532)

Although the soul’s welfare is of greater importance than the body’s, it is
achievable only once the body’s welfare has been achieved. One simply cannot
exercise one’s intellectual powers “if he is in pain or is very hungry or is thirsty
or is hot or is very cold” (1969:511). Hence the necessity for charity: one
cannot achieve one’s highest perfection—the perfection of ones soul—unless
one advances the welfare of ones body, i.e., unless one is free of illness, pain,
and poverty. Where one cannot rid oneself of these evils on ones own, it is
mandatory for others to provide assistance.

Maimonides acknowledges the traditional division of the commandments
into two classes: those that concern the relation between man and man, and
those that concern the relation between man and God. Curiously, he places the
precepts pertaining to charity into the latter class. His initial justification for
these precepts is commonsensical and straightforward: “they are equally useful
in turn to all men. For one who is rich today will be poor tomorrow, or his
descendants will be poor; whereas one who is poor today will be rich tomorrow,
or his son will be rich” (1969:536). The problem with this justification is that it
fails to suggest how the commandments relating to charity address the relation
between man and God rather than the relation between man and man.

In his discussion of the former relation, Maimonides notes that

every commandment...which only concerns the individual himself and
his becoming more perfect, is called by [the Talmudic sages] [a
commandment dealing with the relation] between man and God, even
though in reality it sometimes may affect relations between man and his

fellow man.
(Maimonides 1969:538)

The claim here is quite astonishing. It appears that the ultimate purpose of the
laws of charity is not to relieve the suffering of the poor and thereby render
their lives somewhat more pleasant, as one might have thought—although of
course they will have that salutary effect. Instead, they would appear to have
rather different purposes: to cause us to act so as to remove the obstacles that
prevent others from achieving the perfection of their souls, to instill in us the
disposition to remove these obstacles, and to enable us thereby to achieve the
perfection of our own souls.

WEALTH, CHARITY, AND THE KNOWLEDGE OF GOD

In focusing on our perfection, Maimonides must have in mind a single goal,
albeit a comprehensive one, toward which we should all be striving. Indeed he
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does—and it is precisely here that he advances far beyond the framework of
traditional Judaism. The Law commands us to love God—and Maimonides
interprets this commandment as calling upon us to acquire knowledge of God.
Such knowledge, however—consisting in rational demonstrations of Gods
existence, unity, and providence—is wholly metaphysical in its focus, and thus
is quite different from the sort of Biblical or Talmudic knowledge that traditional
Judaism requires of one. Nevertheless, it is only through such demonstrative
knowledge that the soul’s perfection is achieved.

To worship God is our highest aim, Maimonides contends—but his
conception of worship is distinctively philosophical, as it involves the
demonstration, “to the extent that that is possible, of everything that may be
demonstrated.” One must study mathematics and logic first, then natural
philosophy (or physics), and finally metaphysics (Maimonides 1969:619).
Genuine worship is possible only for those who have attained this sort of
knowledge of God—i.e., demonstrative knowledge—and who concentrate all
their thoughts on Him.

Our ultimate perfection, then, consists in acquiring this knowledge, after
which

total devotion to Him and the employment of intellectual thought in
constantly loving Him should be aimed at. Mostly this is achieved in
solitude and isolation. Hence every excellent man stays frequently in
solitude and does not meet anyone unless it is necessary.

(Maimonides 1969:621)

The goal is to strengthen the link between oneself and God—and that link, of
course, is the intellect. One strengthens it by devoting oneself to the “intellectual
worship” of God; one weakens it by dwelling on mundane matters (1969:623).

By now, the relationship between Maimonides’s views on wealth and charity,
on the one hand, and his philosophical views, on the other, should be apparent.
Whoever devotes his life to the accumulation of wealth thereby fails to engage
in the kind of study—philosophical study—that leads to the knowledge of
God. Thus he weakens the link between himself and God and fails to achieve
the perfection of his soul. Whoever fails to display charity fails to help others
secure the perfection of their bodies. Hence they too will be unable to engage
in the kind of study that leads to knowledge of God and will fail to achieve the
perfection of their souls. Furthermore, the uncharitable individual weakens, by
his example, the institutions of charity that he himself might need to call upon
in the future. He thereby jeopardizes his future ability to acquire the knowledge
of God and achieve the perfection of his own soul. Finally, insofar as charity is
one of the cardinal moral virtues, and insofar as the perfection of the soul
consists in the cultivation and exercise of all the virtues—both intellectual and
moral—the uncharitable individual also jeopardizes his present ability to perfect
his soul. Ultimately, then, Maimonides’s views on wealth and on charity are
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anchored in his conviction that wealth impedes and charity advances the human
perfection that consists in acquiring knowledge of God.

NOTES

I am very indebted to Stephen Nathanson for his valuable comments on an earlier draft of
this paper.

1 See, for example, Maimonides 1981:47b and 49b.

2 The phrase that Birnbaum translates as “‘each according to his needs,” Isaac Klein translates
as “according to what is fitting for them” (Klein 1979:77).

3 Birnbaum, (1974:157), translator’s footnote.

4 To be sure, not all acts of charity are involuntary: members of the community must also
“appoint other collectors to gather every day, from each courtyard, bread and other eatables,
fruits, or money from anyone who is willing to make a free-will offering at that time.
They should distribute these toward that same evening among the poor, giving therefrom
to each poor man his sustenance for the day” (Klein 1979:85).
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AL-MAQRIZI’S BOOK OF
AIDING THE NATION BY
INVESTIGATING THE
DEPRESSION OF 1403-6

Translation and commentary

Mark Tomass

INTRODUCTION!

This chapter is a translation of significant parts of a 53-page manuscript entitled
Kitab Ighdthat Al-Ummah bi-Kashf Al-Ghummah or Book of Aiding the Nation
by Investigating the Depression [of 1403—6], written in Arabic by the Egyptian
historian Taqy Al-Din Ahmad ben Abd Al-Qéder Al-Magqrizi during the depression
of 1403-6. Six versions of the manuscript are known to exist. My translation is
based on a 1940 publication of that manuscript in a 90-page book by two editors:
Muhammad Mustafa Ziyddah and Gamal Al-Din Muhammad Al-Shayy4l, who,
because of the clarity of its script, used the version at the Wali Al-Din Library in
the mosque of Bayzid in Istanbul (reference no. 3195, scribed in the month of
Sha‘bén of 1101/1690) as the primary source for its publication. They also used
two less readable versions of it to insert some additional words in the body of the
published text. Of these versions, one was at the Egyptian Library in Cairo
(reference no. 77, collections, no date), which is classified within a collection of
letters by several authors and was the source for most of the insertions; and the
other, less useful version was the one at Cambridge University Library (reference
no. 746-2, scribed in the year 1112/1700). Two of the three remaining versions,
which the editors claim are the least valuable of all, are in Istanbul at the ‘Atef
Afandi Library and the Nour ‘Uthmaniyah Library. The sixth is at the National
Library of Paris (Al-Magqrizi 1940: w-z).

BACKGROUND

Al-Magrizi was born in 1364 during the Mamluk rule of Egypt, at the time
when the region was about to switch from the rule of twenty-five Turkish sultans
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(1250-1382)* to one of twenty Circassian sultans (1382-1517). Al-Magqrizi
started his detailed account of the causes of the 1406 depression (ghummah)
beginning with this latter period. Corruption was then rampant within the entire
structure of power.* During that time, half of the population of Egypt was wiped
out by mass starvation, and shortly thereafter he had lost his daughter, his only
child, in the plague that followed it; he felt that it was his civic duty to inform
the public of its real man-made causes. Al-Magqrizi did not live to see the end
of Circassian rule. He died in 1442.

There were two great issues in Al-Magqrizi’s day that, according to him, led
to the economic depression of 1403—6: One was the shortsightedness of the
ruling elite, who resorted to coercive means for raising funds and to increases
in property taxes and rents that left farmers destitute—they consequently fled
the countryside; the other was the excessive circulation of copper coins that
led to high prices and reduced the real income of most of the inhabitants. Taking
advantage of his background as a Muhtasib, whose official duty was to control
prices, exchange rates, and to inspect weights and measures, he observed the
pecuniary behavior of the sultans who were always in dire need for money
with which they bought political loyalty and conspired to remain in power. He
was also in a position to observe closely the price changes of commodities,
especially prices of precious metals, and to determine their impact on the
purchasing power of money. Thus, he was not satisfied by supply-side
explanations of the decline in agricultural output but extended them to analyze
the impact of sociological processes on agricultural production, land returns,
and the money supply. Furthermore, he suggested policy recommendations to
overcome the prevailing depression. The manuscript led me to believe that it is
worth an evaluation by historians of economic thought to determine its proper
place in the evolution of economic thinking.

Below, I offer a fairly literal translation of the manuscript where I have
attempted not to convert Arabic phrases into their English equivalents but rather
maintained the structure of the former in order not to inadvertently attribute to
Al-Magqrizi’s narration false notions of causality. At all times, I have tried to
preserve the flavor of the writing style of the time. For instance, I translate the
title of the manuscript Kitdb Ighdthat Al-Ummah bi-Kashf Al-Ghummabh literally
to mean “Book of Aiding the Nation by Investigating the Depression” rather
than present it in a Westernized version, such as “A Treatise on Famines,” or
“A Study of Famines,” as it has been translated in the literature. I also avoided
using the vocabulary of contemporary economic literature in order not to mislead
the reader into reading more into the text than what was intended by the author.
Occasionally, I inserted words in the translation for the purpose of clarification.
All my quotes from the manuscript and references to it henceforth are based
on its published version (Al-Magqrizi 1940). Below the title of each section, I
refer to the actual sheets of the manuscript on which the section is scribed.

Following a brief review of the historical circumstances which led Al-Maqrizi
to write his essay, I translate the preface and those parts of the eight sections
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which narrate what economists refer to now as an economic process. In
commentary paragraphs which I insert at the end of each section and within
some sections where a clarification is required, I inform the reader of the contents
of the parts which I considered less significant for economists, and therefore
chose for space limitations not to translate.’ I follow the translation with a
glossary of terms and my reflections on the significance of Al-Magqrizi’s essay.

THE MAMLUK RULE OF EGYPT AND SYRIA

The “opening” of Mesopotamia, Syria, and North Africa by the newly unified
Arabian tribes of the Arabian Peninsula in the first half of the seventh century
was followed by a process of Arabization and Islamization of the indigenous
population who, with the exception of some minorities, soon assimilated the
new culture and religion.® The new leaders made these regions centers for an
emerging civilization. But as was the case with many past civilizations, internal
forces began to weaken the governing structure of the empire as its ruling dynasty
became increasingly tyrannical and decadent. It was during the third, Abbasid
(750-1258), period of the Arab-Islamic empire that the ruling dynasty could not
rely on traditional tribal loyalty to protect its interests and tighten the chains of
command of the military apparatus that presided over a large geographical area
and insured the flow of tax revenue to its center in Baghdad. As a result, the
caliph Al-Mu‘tasim (833—-42) began to rely on slaves as the major recruits for his
armies in order to consolidate his power. The practice soon became an essential
feature of the governing structure of all the caliphs who followed. The young
men from the Kipchak and the Caucusus who were either kidnapped, captured in
wars, or sold by their parents, were then traded by slave merchants in the slave
markets of Iraq, Syria, and Egypt. They ultimately found themselves in the military
quarters of the caliph being raised as soldiers. They were owned by him and
called accordingly in Arabic, mamadlik, the plural of mamluk, meaning “owned.”
They were consequently referred to in Western literature as mamluks. Their loyalty
was due to the caliphs who by then were isolated from the public and in constant
fear of reprisals from an angry populace. The mamluks became the core force of
the army and the personal guards of the caliph. This practice continued with the
successive caliphates that followed the Abbasid ones after 1258. It also proliferated
throughout the empire when wealthy landlords or military leaders associated
with the caliph, otherwise known as princes, had their own mamluks. The mamluks
were then referred to according to the person who owned them as “the mamluks
of x ory,” of the princes or sultans.

Though Islamized, the mamluks were nevertheless brought from foreign
Turkish and Circassian cultures. Since they lived among a separate caste of people,
they had no attachment to, or sympathy with, the population whom they were
trained to repress. Not surprisingly, after being dehumanized, commodified, and
raised in abnormal environments away from their families, they ended up forming
an estranged warrior class that had no respect for the most basic civil values.
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With the passage of time, they became conscious of their strength and felt
independent of the caliphs, whose powers increasingly diminished. Thus, the
mamluk generals frequently deposed or murdered caliphs and installed new ones
to rule under their command. They ultimately established a Mamluk dynasty
that ended the Ayyubid sultanate in Egypt and Syria and ruled there from 1250 to
1517.7 Their direct rule ended after the Ottoman occupation of Egypt (1517-
1798) and Syria (1517-1916), but they maintained their privileged political status
in Egypt under its new Ottoman-appointed foreign rulers.®

TRANSLATION
Book of Aiding the Nation by Investigating the Depression
Preface: sheets 1B-2A°

In the Name of God, the Compassionate, the Merciful. May God’s blessing
and peace be upon our Lord Muhammad, his relatives and companions. Praise
be to God who handles matters with his wisdom and who, with his might,
directs their course according to his wishes. He blessed certain people by
revealing to them the secrets of his magnificent makings and assisted them to
succeed in following what he has taught in his legislation. He endowed them
with eloquence and sagacity; inspired them with knowledge and scholarship;
affirmed their sayings and guided them to act in the right ways in order for
them to explain to humankind the reasons for what calamities befell them. He
acquainted them with the ways to rid themselves of what had caused them
great ordeals. However, he misguided others who ended up committing on
earth frequent acts of perversion. He granted them respite until they annihilated
humans and land with their tyranny. He led them on in ways of which they
were unaware to make them wander astray, happy about their wrong-doings,
insulting God’s worshipers, and contemptuous of the worship of their God.

I praise him, the praise of a slave who knows the value of what God blessed
him with and is unable to thank him enough for it, and as one who knows that
matters are initiated by God and are due to him and therefore depends upon
him in easing their constraint [on people].

God bless our Prophet Muhammad, through whom God guided humanity,
and through whose legislation eliminated injustice and corruption; bless his
relatives, companions, devotees, and beloved with continuous and uncountable
blessings.

Having said the above, we proceed.!® Since the present apparent distress has
been prolonged and has befallen humans with kinds of humiliating suffering,
many people think that these calamities are unlike any of the past ones throughout
all times. They unreasonably conclude that these calamities can never disappear
and leave humankind. That is because they do not understand; they are ignorant
of the causes of events; they are familiar with their habits and have given up hope
in the spirit of God. Whoever has contemplated this event from beginning to end
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and knew it from its onset to its goal, would have realized that what is ailing
people is the mismanagement of chiefs and rulers; their neglect of looking after
the best interest of humankind. What has been experienced in high prices and
ruinous years needs clarification and explanation and requires explication and
illustration. I therefore committed myself to unveil the reasons leading to this
horrid matter and will explain why this deplorable affliction is having a prolonged
impact on the country and on the people. I will end by specifying what cures this
disease and eliminates this ordeal while alluding to some current prices and
outlining past periods of high prices and ordeals, hoping from the glorious God
to guide to success those to whom he has entrusted his worshipers’ affairs and in
whom he has invested power over his land and country to the rightness of matters
and usefulness for people. For, whenever the reasons of all great and insignificant
matters are known, it becomes easy for an expert to remedy them and from God,
help is sought in all that is hard and that is easy [for, he tells the truth and shows
the right way]"' [Qur’dn 33:4] (Al-Magqrizi 1940:2-4)."

Commentary

In the preface, Al-Magrizi reveals an inconsistency between two beliefs which he
simultaneously holds. One is his belief in teleological determinism where human
action is driven by super-individual goals; the other is his belief in the free will of
human action and in the course of history it generates, an inconsistency that is still
unresolved in the writings of religious Islamic scholars. For, despite his belief that
the rulers are fulfilling a role assigned to them by God, he, nevertheless, as we will
see below, condemns them for not following the teachings of God. In addition to the
preface, in which he explicitly expresses the two conflicting beliefs, frequent quotes
from the Qur'an confirm this conflict. Some quotes inform us that it is God who is
doing what he wishes and that the rulers had no choice but to act in a way that
caused the depression. Indeed, they give the impression that events were planned
according to God’s wishes through the actions of the corrupt rulers. Examples of
these quotes are: “If we want to destroy a village, we order its self-indulgers, they
lead in it a dissolute life so that the word proves true against it. We therefore destroy
it utterly” (45);'® “if God wants to hurt people, he cannot be resisted” (72); “that who
God deludes, has no guide” (74); “but God does what he wishes” (80); “had your
God wished, they would not have done it” (85). Yet, other quotes give us the opposite
impression; that the rulers and people were acting contrary to God’s teachings and
were guilty of it. Examples of these quotes are: “God does not guide the deceit of
the treacherous” (74); God delivered people a punishment “for what their hands
have earned and to make them taste some of what they have done so that they may
return [to righteousness]” (86); “What has befallen you of catastrophe is what your
hands have earned” (75). But, aside from part of the preface where he presents this
inconsistency and the quotes from the Qur'an, the body of the text itself is consistent
with his diagnosis that the depression is due to mismanagement rather than to
natural causes. Furthermore, in addition to explaining the causes of the depression,
his narration suggests concrete measures to eliminate it as he promised to do in the
preface.
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[One] A section on stating a necessary introduction comprising a universal
principle: sheets 2A-2B

Commentary

In the first section, Al-Magqrizi attempts to comfort the reader with the use of
anecdotes and proverbs that the present crisis is not the first one, but that people
had indeed gone through more trying times in the distant past. The universal
principle is that people magnify their current pains compared to pains they
experienced in the past. He therefore asks the readers to be patient, for he will next
inform them of the history of the hardships that befell people up to the present
depression.

[Two] A section on stating what befell Egypt of high prices and some stories of
the news of those years: sheets 2B—13A

Commentary

In this lengthy section (7—41), Al-Magrizi recites incidents of high prices and famines
that took place in Egypt since the time of Noah. In most of the section, he describes
the consequences of thirty-one periods of high prices and famines, eighteen of
which are caused by a receding level of the Nile. The rest of the periods of high
prices, according to him, were caused by wars, hoarding of crops, or by unknown
reasons. In one incident, he mentions a period of high prices that persisted for
seven years, beginning in the year 457/1064-5. In a way unusual to his
contemporaries, he attributes the resulting famine to the combined effect of “the
weakening of the sultanate, the disorder in the conditions of the kingdom, the princes’
[military officers’] seizure of power, the persistence of strife among bedouin tribes,
the receding of the Nile, and the absence of sowing in irrigated lands” (24). Al-
Magrizi also describes in this section the type of procedures implemented by the
authorities when food became scarce. Most of those procedures were based on the
belief that the provision of food is a collective responsibility and to be administered
by the ruler. Thus, the authorities did not hesitate to institute antilibertarian rules
during times of low agricultural production. Apparently, speculators took advantage
of the low level of output and hoarded cereals in order to raise prices artificially and
profit from them. Thus, authorities penalized the hoarding of crops and prohibited
free trade in grain during times of scarcity to prevent an artificial rise in prices. They
forced farmers to sell their crops to the authorities, who centralized retail outlets for
crops and supervised their sale to the public. Furthermore, in times of famine,
destitute people were taken to the quarters of rich people, who were responsible for
feeding them (35, 40). In his narration of the consequences of these procedures, he
states that prices declined after their initial substantial increase, a fact indicating
that the initial increase in the price was a combined effect of the drought and hoarding
(13-18). However, the authorities’ reaction was not always directed to influence the
supply side. In the following case, they attempted to manipulate the demand side in
order to reduce prices. Al-Magqrizi narrates:
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A period of high prices took place in the year 387/997-8 during the reign of
Al-Hdkim bi-Amr Al-lah and under the management'* of Abi Muhammad Al-
Hasan ben Ammar. It was caused by the receding Nile, where it reached sixteen
cubits (dhird‘) and few fingers (i?ba‘). Prices increased as grain was demanded
but could not be afforded. Fear increased among people, and women were
taken from the streets. The situation deteriorated further as the price of bread
ended up being 1 dirham for 4 ra?ls. However, conditions improved later as
prices declined. Then in the year 395/1004-5, the Nile stopped flowing, thus
causing the gulf to subside at the end of Masrd, where it reached a level of
fifteen cubits and seven fingers, then ended up at sixteen cubits and few fingers.
As aresult, prices increased and the state of exchange!” came to a halt as people
became obstinate'® with the mu‘dmalah, which were then called muzdyadah
and qita‘ dirhams. The dindr that used to be exchanged for twenty-six dirhams
[increased in price in the year 397/1007 to become thirty-four dirhams for a
dinér].!"” The price increased,'® and people became more anxious and more
obstinate in the exchange. This brought conditions to a halt.”” Twenty boxes
full of dirhams were ordered to be brought from the treasury. They were
distributed to the money-exchanges (al-?ayéref). An order was read to the public
prohibiting people from dealing in qi?a‘ and muzdyadah dirhams and that their
holdings of them were to be taken to the mint within three days. People were
distressed for this loss in their holdings of money because one new ditham was
exchanged for four gita® and muzdyadah dirhams. It was also ordered that
twelve ra?ls of bread were to be sold for one new dirham and that the dinér
should be exchanged for eighteen of them. Several millers and bakers were
flogged with whips and were defamed for letting crowds of people wait for
bread and selling it not fully baked to them. Then, prices rose when the Nile
receded to thirteen cubits and fingers. Orders were therefore issued to Mas ‘oud
Al-?aqglaby, the chief of guards, to look into the question of prices. The latter
assembled the crop warehousers, the millers, the bakers, and seized all the
crops available on the coast and ordered that they should only be sold to the
millers for the following prices: A dindr minus a karat per tillis of grain, a dindr
for 10 waybahs of barley, a dindr for 10 ?amlahs of lumber, and he priced all
cereals and other commodities. He flogged a group with whips and defamed
them. Consequently, people were calmed by the availability of bread (14-16).

Commentary

Al-Magrizi informs us that the natural supply shock lowered agricultural output and
led to an increase in prices, expressed in dirhams, thus the value of the dirham
depreciated against the dinar. Expectations of yet higher prices made people reluctant
to exchange dirhams for dinars at the prevailing rate. What is peculiar about this
situation is that the dirhams were of inferior quality because of being either oversized
(muzayadah) or clipped (gi?a‘). The refusal of people to exchange dinars for the
inferior dirhams gave the monetary authorities the excuse to issue new coins that
replaced the old ones in order to stabilize prices. This was done by setting the
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exchange rate at four old dirhams for one new dirham, an act, along with fixing the
prices of necessities, that reduced the purchasing power of people’s holding of
money. The state, of course, profited from replacing the old coins with the new ones
at the expense of the public.

At other instances of natural supply shocks, Al-Magrizi informs us of the coercive
measures taken by the authorities to reduce prices. By requisitioning additional
supplies of grains and raiding the warehouses where grains were hoarded, the
governing authorities were able to effectuate an increase in supply and a quieting
of bullish price expectations on the part of the buyers such that the net result is a fall
in prices. Al-Magrizi then continues to mention several other incidents where the
receding Nile also led to high prices of agricultural products and where people’s
complaints about a prevailing period of hunger were answered with threats and
intimidations of the suppliers to sell their hoards of grain.

The third section also contains two short stories that inform us of Al-Magrizi's
depiction of an economic process. One demonstrates the impact of competition on
prices; the other attempts to discourage speculation with food items. Al-Magrizi
narrates:

In each of Old Cairo® markets, there was a master for every craft whose duty
was to monitor the activities of his fellow craftsmen. During times of deprivation,
bakers could not sell their bread once it got cold because they used to cheat
with its ingredients [thus rendering them inedible]. A master of bakers once
had a store in which he sold bread. Next to him, an outcast had a store as well.
One day [the outcast] was selling every four ra?ls of bread at the prevailing
price of 11/8 dirhams. When [the outcast] noticed that his bread may get cold,
he called the price of four ra?ls for a dirham. People thereon crowded upon it,
and he sold all what he had baked while the master’s bread became unsaleable.
As a result, the master got angry and asked two officers of the ?isbah to fine
[the outcast] ten dirhams. When the chief judge [minister], Abu Muhammad
Al-Yazouri, passed through on his way to the Mosque, [the outcast] called for
his help. The minister brought the muhtasib?' before him and reprimanded him
for what he had done. The muhtasib responded that it is customary to have
masters in all markets who observe the behavior of members of their craft and
whose statements have been accepted, and therefore, since the master of bakers
came in and asked for two officers of the ?isbah, it was thought that he was
justified in what he had disapproved of. The minister, then, brought the master
of bakers before him, reprimanded him for what he had done, and dismissed
him of his position as a master of bakers. He furthermore paid the outcast
thirty rubd‘iah?? of gold. The outcast almost became mad with joy. He went
back to his store to find his dough had been baked. He called the price of five
ra?ls for a dirham. As customers headed in his direction, the rest of the bakers
matched his price fearing that their bread will be unsaleable. He responded by
calling the price of six ra?ls for a dirham; and necessity made the rest of the
bakers follow suit. When the outcast noticed that they were following him in
pricing, he intended to aggravate the former master of bakers by the reduction

117



MARK TOMASS

in price. He therefore kept on offering more [bread for a ditham] a ra?l by ra?l.
The bakers also kept on matching his offer fearing unsaleability. This process
continued until the calls were ten ra?ls for a dirham. Soon after, the lower
prices of bread spread throughout the city and as people heard about it, they
rushed to [buy] it. When the [minister] chief judge came out of the Mosque, 10
ra?ls of bread were selling everywhere in the city for 1 dirham.

During those times, 100,000 dindrs worth of crops used to be purchased
annually on the sultans behalf for the purpose of trade. When [minister] Al-
Yazouri went back to his house in Cairo, he met with the sultan and told him
what had happened that day about the fall in prices and how people wished
him well in their prayers, and that it was almighty God who had done that and
reduced prices, for he wished his parish well; no one else had anything to do
with it; it was only the kindness of God and a strange agreement. He also told
him that the trading which takes place with the crops hurts the Muslims. Besides,
their price may fall to a level below what they were bought for. In such case,
they will not be sold and will perish in the warehouses. The [minister] Al-
Yazouri then recommended that [the sultan should instead] trade in items which
do not hurt people and bring more profits than the trade with crops. Besides,
these items [that he recommends the sultan to trade with] are not perishable
nor do they decline in price: such as wood, soap, iron, lead, honey, and the like.
The sultan agreed to his recommendation and kept on doing so as prosperity
continued [for years]® (18-20).

Commentary

The story of the outcast and the master reveals to us the consequences of the
minister’'s punishing monopolizing behavior by smashing the bakers’ guild. The
collapse of the guild produced lower prices of bread. It seems that the master of
bakers has committed the fallacy of attempting to regulate the price of bread without
controlling supply. The result is that a supplier fearful of his bread turning cold has
the incentive to cut the price. In this case, it was the outcast, who, not having a
respectable social status to maintain by obeying the rule set by the master, initiated
the downward trend on the price. The minister tried to take advantage of the positive
consequence of lower prices for bread to convince the sultan to refrain from
speculating in food crops.

The second paragraph sheds some light on the fact that although the public’s
hoarding of grain was severely punished, the sultan was a regular speculator in
agricultural products—a practice that he abandoned in favor of hoarding non-
perishable products with less volatile prices after being offered an advice by the
minister. By making the sultan believe that it was God’s will that lowered the price of
bread and by offering him a consultation on a safer speculation, the minister was
able to get the government out of hoarding crops.

The last drought and the ensuing high prices which Al-Magrizi mentioned in this
section is the one caused by the receding Nile in the year 776/1374-5 and that
ended two years later. He ends the section by reminding the reader again that

118



AL-MAQRIZI AND THE DEPRESSION OF 1403-6

people throughout those trying times thought that the crisis would never end, but
they nevertheless ended, and prosperity soon returned once the Nile quenched the
thirst of the land (40-1). By now, Al-Magrizi has prepared the reader for the third
section in which he explains the reasons for the persistence of the famine.

[Three] A section on explaining the reasons for the emergence and persistence
of the present calamities to which we were driven: sheets 13A—19B

Know, may God guard and guide you, and not leave you without sufficiency
and care, that the high prices [ghald’]** which afflicted humankind since the
existence of people are in most cases caused by heavenly disasters: such as a
low flow of the Nile in Egypt; the absence of rainfall in Syria, Iraq, the Hijaz
and elsewhere; a disease that burns crops with its poisons; parching winds that
dry them; or locusts that eat them, and the like. [We know this] from what we
have been told about them in all countries from the distant past to present
times, according to what is known of the conditions of existence and the nature
of habitation, and from what is known of the history of humanity. This is the
custom according to which God treats humankind if they act at variance with
his command and perform what he forbids. He afflicts them with that as a
punishment for what they have committed.

But what has befallen Egypt is contrary to what we have presented earlier.
This is explained by the fact that the Nile receded in the year 796/1393—4
when most of the lands dried up and became idle. Prices rose to the extent that
the price of the ardeb of grain reached 70 dirhams. Then God, to whom we
ascribe all perfection and majesty, relieved humanity with the increase in the
flow of the Nile, spreading it over the entire region. People therefore wanted a
large amount of seeds but the crops at their disposal were scarce because most
of the countryside was not cultivated in the year 796/1393—4, as indicated earlier.
Prices therefore rose to the level that the price of the ardeb of grain became
200 dirhams, and of barley 105 dirhams. This is what used to happen in Egypt
since antiquity: If the Nile was late in its flow through it, high prices followed
for two years. When it was time for the advent of the new crops in the year 798/
1395-6, prices kept on declining to reach the level they used to be before they
increased, or to some level close to it.

The state of affairs continued in this manner up to the death of Al-?4hir
Barqougq in the middle of the month of Shawwal 801/June 1399. At the time,
the price of wheat in Cairo had not yet reached 30 dirhams for an ardeb. But in
the day following his death, the ardeb of wheat was sold for 40 dirhams. The
price continued to increase up to the year 802/1399-1400 when the ardeb was
sold for a little more than 70 dirhams. Prices remained at this level until the
Nile receded in the year 806/1403—4. Conditions then became atrocious and
prices rose to exceed 400 dirhams for an ardeb of wheat. The high prices of
wheat spread to all that is sold of food, beverage, and clothing. Furthermore,
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wages of workmen increased—such as builders, construction workers, and
craftsmen—to a degree unheard of in contemporary times. This persisted to
the year 807/1404—5 when relief then came from God, be he exalted. The flow
of the Nile grew, benefiting the entire region, and people were in need of seeds.
During then, officials of the state and others had stored large stocks of crops
for two reasons: first, the state was hoarding foodstuff to prevent people from
obtaining them unless they pay the prices it wished; second, the increase in
crops’ [prices] in the year 806/1403—-4, for it reached a level unheard of in
contemporary times. For these and other reasons which, in God’s willing, will
be mentioned later, the state of affairs became critical. Trouble and catastrophe
intensified, the ordeal spread and surged to the extent that more than half of the
population of the region died of starvation and cold. Death spread to sumpters
in the year 806/1403—4 and 807/1404-5. They therefore became scarce, and
their prices reached to levels that we will be embarrassed to mention. Now, we
are at the beginning of the year 808/1405-6 where [the value] of money has
changed,” necessities are scarce, the economy is incompetently managed, and
poor views prevail, the aim of which is nothing but a great disaster and an
outrageous matter.

The causes (sabab) for all what had occurred are three, not a fourth one:

The first cause, being the origin of this decadence, is that appointments to
positions relating to the [execution of] the sultans plans and to religious offices
were made through bribery. These positions were the vizierate, judgeship,
governorships of districts, the ?isbah, and the rest of the positions which no
one could reach without paying a large sum of money. Therefore, every corrupt,
ignorant, and unjust transgressor sought the appointments which he could never
have otherwise hoped for among honorable positions and great commissions.
He approaches one of the sultan’s entourage and commits himself to pay a
sum of money to the sultan once he is appointed to a post of his choice. Soon
after the offer, he assumes the position. But since he does not have at his disposal
what he promised to pay, he borrows approximately half of that amount. His
debts multiply when he also borrows for what he needs of insignia, uniforms,
horses, servants, and other items. As a result, his debtors haunt him. [In order
for him to pay back his debts,] he ignores the crimes he commits by keeping a
blind eye on what he has taken from people in kinds of money, nor cares about
the number of souls that he destroys in that process, the blood that he sheds,
and the free women that he enslaves. He also needs to levy taxes on his own
aids and press them for payments of money. They, in turn, keep on extorting
money from the citizens without any limit. When summoned by the princes
and the sultans entourage, the deplorable drifts in collecting the monies which
he borrowed. Or if some of these appointments are in rural areas, he has to
offer expensive gifts to the princes and to the sultans aids who occasionally
visit him, such as horses, slaves, and other items that measure up to his status.
Despite this, and while he is still in debt, he finds himself replaced by a rival
who has also obtained an appointment through committing himself to a sum of
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money. Consequently, his possessions of furniture, animals, and other properties
are seized. He ends up in the worst of conditions and is afflicted with painful
punishments. He therefore finds no alternative but to commit himself to another
sum of money in order to be given back the same post or another one.

‘When the inhabitants of the countryside were afflicted by a multitude of heavy
taxes and [subjected to] a variety of injustices, their conditions deteriorated; they
were torn apart. As they evacuated their homes, the land became vacant of the
inhabitants, who abandoned the countryside because of the severity of the
administrators’ oppression of them and of those who survived. Tax collection
and crops diminished because less land was being sown. These events took place
as we mentioned during the reign of Al-?4hir Barqouq. They persisted until prices
rose during the year 796/1393-4 as we have indicated above.?® For the two
following reasons, some but not complete disturbance appeared in the general
state of the public: first, people’s storage of grain leftover [from the preceding
year] made the high prices tolerable; second, the frequency of Al-?4dhir’s gifts
and the continuity of his beneficence for the period of high prices in the year
798/1395-6, during which, as far as we know, no one died of starvation.

Appointments continued to be made through bribery up to the death of Al-
?4hir Barqouq. Then, a conflict took place among statesmen, leading to clashes
and wars which I have mentioned in a separate book.” Such state of affairs led
to the revolt of the inhabitants of the countryside and to the spread of thugs and
bandits who terrified travellers to the degree that one had to pass through great
dangers in order to reach the countryside. The foolishness of the statesmen
also increased. They abandoned caring for the interests of [God’s] worshipers
and immersed themselves in pleasures in order to deserve the word torment.
“If we want to destroy a village, we order its self-indulgers, they therefore lead
in it a dissolute life so that the word proves true against it: We destroy it utterly”
[Qurdn 17:16].%

The second cause [of the depression] is the high cost of cultivatable lands:
This took place when some people who ascended the social ladder in serving
the princes by currying favor with them through giving them what they collected
in money until their social status was established. Then they wanted to get
closer to the princes. Since pecuniary means were the easiest way to get to
them, they overreached to the streaming lands in the princes’ feudatories and
summoned the peasants who were renting the lands and increased the amount
of rent. They considered the consequent increase in the princes’ income a favor
they provided to the latter and a benefaction counted by the princes for them.
Thus, they made the increase in rent a habit they practiced every year until the
rent became ten folds what it used to be before this practice started. They did
not feel that they were committing a crime when the rent of an acre of land
became a multiple of what it used to be and the value of an ardeb of grain
needed for sowing reached the level that we had mentioned earlier.”” The cost
of cultivation, sowing, harvesting, and other activities also increased. The
governors and their aides increased their subduing of the peasants and intensified
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their oppression. They were forced to fortify the dikes more frequently® as
well as to perform other works—since these injustices grew, the crop obtained
was enormous [in value] and costly for the agricultural masters, especially the
land—the land diminished its returns and did not give back what it consumed
as it usually did; everyone of course refuses loss and does not volunteer to it.
With the fact that most of the proceeds belonged to government and military
officials whose desire in seeking pleasure and comfort grew, the price of grain
remained high without any hope for its decline. As a result, most villages were
devastated, and the lands remained idle. Crops and other agricultural produce
declined because the hard times which peasants experienced, including the
death of their livestock, drove most of them to death or homelessness and
furthermore, because those who owned lands failed to cultivate it as a result of
the high prices of seeds and the scarcity of farmers. The region was therefore
left at the brink of idleness and devastation. “[This was] the practice of God for
those who lived in the past and you will not find a change in the practice of
God” [Qur’an 33:62].
The third cause [of the depression] is the circulation of flous: (41-7)...

Commentary

Since the next 15A-19B sheet section of the manuscript is a presentation of the
history of coinage in the Arabian Peninsula, Iraq, and Syria, and therefore does not
directly pertain to Al-Magrizi’s analysis of the causes of the prevailing depression, |
choose to interrupt my translation at this point and summarize the remaining material
of the third section at the end of this commentary section.

In his explanation of the above two causes of the depression, Al-Magrizi is indicting
the ruling elite of abuse of power, corruption, and of disrespect for the rule of law
which resulted in infringements on personal liberties in the form of extortion and
enslavement of people, excessive taxation that depleted reinvestment resources,
and outright forced labor that exhausted the rural population, some of whom died of
repression, and the rest fled the countryside. The Circassian mamluks’ frequent
auctioning of administrative positions in order to raise the maximum amount of money
to sustain their rule and expensive lifestyles resulted in a severe decline in national
output. Al-Magrizi, thus, wants his reader to know that there are limits beyond which
surplus cannot be extracted from people and nature. What distinguishes his
explanation of the depression from the writings of his contemporaries is his
enumeration of different causes acting simultaneously to cause economic decline,
the cause of which originates in the leadership’s abandonment of traditional moral
principles inscribed in Islamic law by resorting to bribery, the open and unlimited
pursuit of pleasure, enslavements of free people, murder, theft, the unlawful
persecution of peasants, and excessive taxation.

However, although he concludes the negative consequences of infringements
on property rights and individual liberties, he falls short of specifying that the resulting
decline in output is the direct consequence of the violation of the universal conditions
under which human action maintains and generates life-sustaining institutions. One
can only deduce that this is what Al-Maqrizi may have had in mind while enumerating
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the causes of the depression. For instance, with the notion of economic explanation
in his writing still underdeveloped, we find that he forgoes the opportunity to explain
the reason for the land’s diminished returns, he just asserts it. Only in this sense,
his explanation of the depression does not satisfy the necessary conditions to
establish a causal law. Indeed, unlike his explanation of supply shocks, whereby his
repeated documentation of the relationship between the receding Nile and the fall
in agricultural output is intended to establish a regularity of sequence that amounts
to an empirical generalization, his partial presentation of the causes of the depression
is neither based on empirical generalizations nor on specifications of necessary
relations, the violation of which leads to poverty and death.

Then comes the issue of the role of the quotes from the Qur'an in the case that
Al-Magrizi wanted to make. The second quote: “[This was] the practice of God for
those who lived in the past and you will not find a change in the practice of God,” is
the most useful quote from the Quran in the entire text which serves his case,
because it supports an interpretation that Al-Magqrizi cites the Quran as a
metaphysical source of universal truths with which he confirms that the devastation
of the countryside was not coincidental or a one-time occurrence but a necessary
outcome of the violation of the universal conditions required for human action to
sustain life on earth. That is, the practice of God has always been such that whenever
people are excessively oppressed, they cease to produce means of livelihood, a
fact which applies to nature as well. In this, Al-Magrizi comes closer to the notion
that there are laws for nature and for human cooperation; once violated, devastating
outcomes emerge. But, the first quote from the Quran: “If we want to destroy a
village, we order its self-indulgers, they lead in it a dissolute life so that the word
proves true against it: We destroy it utterly,” confuses the reader rather than
corroborates Al-Magrizi’s intention to prove to us that the depression is man-made
rather than an outcome of divine punishment, as was the case for the supply-side
shocks. The self-indulgers are the corrupt and tyrannical elite whose reprehensible
actions are apparently directed by God’s wishes! For, God can also be tyrannical;
an adjective in accordance with one of God’s names: ?alim, meaning tyrannical. As
| argued in the commentary on the preface, and assuming that the quote was placed
in the text by Al-Magrizi and not added by the scribe, it provides further evidence of
an unresolved tension in Al-Magrizi between divine determinism and free will guiding
human action.

Continuing with the third, more interesting, cause of the depression (which will
be translated below), Al-Magrizi first states that money has been minted either in
gold or in silver since time immemorial (47). Then, he presents a history of coinage
in the pre-Islamic period of the Arabian Peninsula, then in Mesopotamia and Syria
under Arab-Islamic rule (48—61). He informs us that throughout that history, with the
exception of few violations, kings kept strict control of the coins’ weights and the
pure precious metal content of the coins. Maintaining the pure gold or silver content
of coins was, he argues, in harmony with divine wisdom. He states that the monitoring
of coinage continued until the influence of the foreign military commanders of the
caliphs grew, and they started to tamper with the purity of the coins. He ends the
section with the following paragraph:

When the Turks killed [the caliph] Al-Mutawakkil [in 247/861] and shared
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power with the Abbasids, the state became creative in being extravagant, and
the light of guidance weakened.*! Then the state of [Islamic] jurisprudence and
religious laws changed. They created and invented what God did not permit.
The debasement of the dirhams was one of what they did. It is said that the first
one who debased the dirhams and minted them debased with forgeries was
‘Ubayd Al-Lah ben Ziyad when he escaped from Basrah in the year 64/683—4.
Then forged silver coins were widely circulated in the cities during Persian/
non-Arab (‘Ajam) rule.” People in Iraq did not unanimously accept them and
their situation was never settled ever since. I hope that God, in his willing, will
grant me success in presenting this issue in detail (61-2).

[Four] A section on [coinage in Egypt]: sheets 19B—22B

Commentary

In this section, Al-Magrizi claims that gold was the only monetary standard in Egypt
before and during Arab rule. To confirm this, he refers to Islamic sources indicating
that the Arabs collected taxes from non-Islamized Egyptians in dinars while tax
collection from the non-Islamized people of Iraq were in dirhams (62—3).3 He then
tells us about how silver started to be minted on a large scale in Egypt.

Silver, however, was used for jewelry and utensils. Some silver was minted to
be used for daily household expenses. I have found the first mention of dirhams
in Egypt during the reign of Al-?dkim bi-Amr Al-lah, one the Fatimid caliphs.
Al-Amir Al-Mukhtar ‘Izz Al-Mulk Muhammad ben ‘Ubaid Al-lah ben Ahmad
Al-Mussabbahi** said in his Al-Tarikh Al-Kabir [?-AD1029] that the circulation
of gita® and muzdyadah coins increased in the month of Rabi‘ Al-Awwal of the
year 397/1006 to the level where thirty-four of them were sold for a dindr.
Prices, as a result, increased and people became restive. The authorities
responded by removing [the inferior] dithams. They