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Chapter 1

Economic Theory and Economic History: Re-
Inventing the Economic Past?

In other words, the writer of history who desires
to be more than a mere antiquarian must have a
thorough theoretical training in those fields of
inquiry with which his work is concerned ...
Theoretical training alone makes the true
historian. No theory — no history! Theory is the

pre-requisite to any scientific writing of history

Werner Sombart, Economic Theory and
Economic History, (1929: 3)

Economists without history have not much idea

of where [their ship] is sailing to

Eric Hobsbawm, On History, (1999: 139)

1.1 Setting the theoretical, methodological and historical context:

economic history as the mule of social sciences?

It is commonplace (although by no means a universal view) that social sciences do
not (and cannot) exhibit the robustness and cohesion of physical (or positive) sciences
due to the fact that the object social scientists investigate, the wide spectrum of social
organisation, is far too complex and intricate. This is partly what lies behind the
excessive segregation between social sciences and what has rendered its practitioners
susceptible to their neighbours’ enunciations. Braudel [(1969) 1987: 67], an
evangelist of thoroughgoing social study, notes that each different social discipline
appears as a different ‘country’, with its own language, content, rules and borderlines.

Each social science through its dominant scientific paradigm and the development of

[13]



its own epistemic tools, tries to represent its own theoretical schemas as ‘rules of
thumb’. Thus, each social science is in a sense an ‘imperialist’ science in-as-much-as
it tries to make its inferences appear as universal with regard to human behaviour.
Having said this, the relations between different social sciences are varied and
multifarious. Especially, the relations between economic theory and historiography*
(the parent disciplines of economic history) exhibit an unremitting fluctuation: from
felicitous and equanimous unity in the Scottish historical school and in classical
political economy, to active clashes as to their exact relationship between for example
the British historical school and neoclassical economics, to the total exclusion of
(economic) theory from historiography as in the debate between reformist versus
neutral economic history (see section 4), and to an absolute reduction of history to
theory (as in the cliometric revolution). The relationship between economic theory
and history has been variegated and dynamic. Depending on the way its practitioners
view the epistemological status of economic history, the latter shifts from being either
nearer to economic theory, as with the ‘new’, ‘newer’ and ‘newest’ versions of
economic history,? or closer to Historiography, as with the British historical school
and the early reformist tradition in economic history. Essentially, the amalgam of their

interactions is historically dynamic, jiggly and very interesting.

Although the professionalisation of economic history did not start until the last
quarter of the nineteenth century, its very essence — the systematic examination of
economic past — finds its early predecessors in the first decades of the eighteenth

! “Historiography’ refers to history as analysis, as opposed to history as evidence. ‘History’, on the
other hand, is related to facts, and not to epistemic issues. Historiography is one of the most ‘archaic’
social studies, finding its early predecessors in ancient Greek and Latin philology. Historiography as an
academic discipline has passed, according to Iggers (1997: 36), through three (epistemically)
discernible stages: the period of ‘narrative political history’ where the historians’ main ontological
interest was focused on the role of ‘great men’ and on the nature of facts, the modern stage where the
methodological interest shifted to a ‘history from below’, the longue durée type of history as Braudel
eloquently describes it, and, finally, the post-modern period where a transition from methodological
holism to methodological individualism is recorded, with a parallel shift from macro-history to micro-
history.

2 The term ‘New’ economic history is used by cliometric economic historians in a direct
contradistinction to what they call ‘Old’ economic history which according to them was more
‘traditional’ historiographically, and of lesser scientific status (Redlich, 1965). The terms ‘newer’ and
‘newest’ economic history are adopted from Milonakis and Fine (2009) according to whom, the
ensuing theoretical approaches to economic history stemming from the camps of new information and
new institutional economics, were a simple progression of the ‘cliometric paradigm’, as long as they
preserved its neoclassical ‘hard core’ and simply modified its protective belt, relaxing some of its
sideshow assumptions such as that of perfect information, zero transaction costs, etc.

[14]



century Britain and more specifically in the writings of the Scottish historical school.
During the classical era, economic history had not appeared as a separate academic
discipline with its own special university posts and degrees. Be that as it may, the
historical element was organically incorporated in the ‘hard core’ of much (but not
all) classical political economy (and especially in the writings of Smith, Malthus, the
younger Mill and, later, Marx). Political economy was conceived as a unified social
science, embracing at once social, historical and economic elements. Soon after the
marginalist revolution (and the subsequent rupture of this ‘hard core’), economic
history appears as a separate academic ‘territory’, bridging abstract economic theory
with the more narrative type historiography. Economic history, as a distinct academic
discipline, emerged during the last quarter of nineteenth century when “the first major
steps were taken by which economic history came to be recognised as a subject
suitable for study in British universities” (Coleman 1987: 37).% Its further
consolidation (through the identification of its own distinctive core problems and the
appropriate method of answering them, its textbooks and its specialist university
teachers) was completed during the period between 1893-1927.

Historically, economic theory and history are fighting for the fatherhood of
economic history (Clapham 1971 [1929]: 58). The relationship between the two has
been shifting and volatile between two (reluctant) partners, what can be described as
‘an unhappy marriage with an impossible divorce’,* the outcome of which is also
volatile and very interesting. There are several accounts of the content (and essence)
of economic history: According to Pollard ([1964] 1971: 291), economic history is the
mule of social sciences. Similarly, Coats ([1966] 1971: 331, 333) characterises

® There is a continuing debate about economic history’s exact chronological emergence. Harte (1971:
XXXi) put it in the vector between 1882-1904, a period between the “appearance of the first edition of
Cunningham’s textbook and Mrs. Knowles’ appointment in the London School of Economics as the
first full-time university lecturer in the subject”. Gras (1927: 20) put it betwixt 1879 and 1888 and Rees
(1949: 2) between 1882-1893. The year 1882 has a symbolic value for three main reasons. First is the
publication of Cunningham’s locus classicus, The Growth of English Industry and Trade which,
according to Koot (1987: 139), is “the most substantial product of English Historical Economics”.
Second, Cliffe Leslie, the progenitor of the British historical school died in that year, and, third, in
1882, Toynbee “delivered his first and only inter-collegiate course on the economic history of England
1760-1846 (what became known posthumously as the ‘Industrial Revolution Lectures’” (Kadish 1989:
83). The year 1893 when William Ashley became the first professor of economic history in the English
speaking world, an event which proves the ‘institutional’ consolidation of economic history, is also of
significance.

* I owe this phrase to Thanasis Kalafatis.
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economic history as a ‘hybrid discipline’ in which the economic historian “is tempted
not only to pontificate on the nature and methods of economic history, but on those of
economics and history as well”. Truly, the economic historian knows that he cannot
live off his own; he is cultivating a ‘hybrid’, planted in the fertile borderlands between
Arts and Social Sciences. Similarly for Wallerstein (1991: 173), “It is a bit as though
economic history were an unwanted stepchild, a Cinderella in rags”. The situation is
different in other kinds of history such as political history, social history,
psychological history, etc., so long as the corresponding social sciences in each case
do not search for the precision and the generality that economics is reaching for. At
the same time, however, no other social science (sociology, political science,
anthropology or psychology) is related as congenially with history as economic
science.” As Cole ([1967] 1971: 353) puts it, “the links between history and theory are
very much closer in the analysis of economic changes than they are in some other
branches of historical study”. In other words, the (typical) economic historian is
caught up in a kind of ‘schizophrenia’, having a double face, like Janus: half an
economist and half a historian.’ In Hancock’s words ([1946] 1971: 146): “[the
economic historian’s] perplexing migrations between the two tribes of economists and
historians have made his nature and destiny a matter for dispute”. Thereby, “the
economic historian who attempts to escape from this inner conflict by writing history
with a minimum admixture of economics, or economics with a thin veneer of history,

is simply running away from his subject” (Youngson [1959] 1971: 222).

Economic history (as it has emerged in the late nineteenth century) is the synthesis

of two different, even opposing, academic traditions, that of economics and

® Traditionally, political (or social) historians’ main epistemological tool is ‘narration’. Narration as an
epistemological scheme, limits the presence of an elaborated body of theory since, according to Stone
(1979: 3), it “is taken to mean the organization of material in a chronologically sequential order and the
focusing of the content into a single coherent story, albeit of sub-plots”. Such a scheme is clearly
related to narration and not to theory. In contrast, the mean economic historian who, for example,
attempts “to explain the rise in prices in sixteenth-century England without some understanding of the
quantity theory of money and the laws of supply and demand would soon find himself in rather deep
waters” (Cole [1967] 1971: 353).

® Such schizophrenia, as Cipolla (1991: 7) eloquently describes it, has been the product of the scientific
procedures mainly in economics and, to a lesser degree, in historiography. Cole ([1967] 1971: 353)
notes that “In the course of the nineteenth century [...] the links between history and theory weakened:
gradually political economy turned into economics, as economists, in their search for universal laws,
tended to contract their area of interest, to isolate economic phenomena from their historical context,
and to concentrate attention on those relationships which could be readily expressed in mathematical
terms”.
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historiography. Historiography, a field with evidently archaic roots’ (ancient Greek
and Latin historiography), has a ‘cosmopolitan’ air, is receptive to other social
sciences and characterised by a wide, ‘literary’ and artistic horizon.® This is why
Braudel [(1969) 1987: 70] characterised history as the least rigorous human science.
On the other hand, economic science as a separate field of study, on top of being a
much younger discipline,’ is much more rigid in-as-much-as it directs its
epistemological schemes towards discerning regularities in economic processes. It
attempts to formulate the general laws governing either the whole economy (as in
classical political economy) or separate enunciations of human behaviour as with the
microeconomics of neoclassical theory. This trend is vividly reflected (at least after
the marginalist revolution) in economic theorists’ desire to produce a science that
resembles that of physics. The consequence of this desire, as exemplified by the work
of the marginalist troika, and mainly Jevons and Walras, was the erection of a
‘general theory’ which would resemble in rigour the physical science theories
(Drakopoulos 1992: 153). This trend forced Braudel [(1969) 1987: 73] to describe
economics as the most austere social science. The ‘end’ result of the process set off by
the marginalist revolution was an extremely abstract and generalised science which
seeks for regularities with universal validity at the expense of any sense of ‘historical
specificity’.*® Thus the dialectical relation between (mainstream) economic theory and
(narrative) historiography has produced a synthesis, economic history, the content of
which is wobbly, hazy and inexplicit. Such an unstable synthesis has implied decisive

(existential) consequences for the economic historian, who, according to Mathias

" ts ‘archaicity’ is symbolised by ancient Clio, “daughter of Zeus, who is traditionally represented as

holding a book and a stylus as evidence of her readiness to record what happened to mortal men — and
indeed to the immortal gods with whom she consorted on Mount Olympus” (Lythe ([1963] 1971: 275).
® The ‘artistic’ nature of historiography has been outlined (mainly) by post-modern historians.
According to Jenkins (2004: 65), “In this way science, noisily kicked out of the front door, was half-
heartedly re-admitted through the back, the result being that the oscillation between ‘science and art’
has remained as a part of the internal problematic of mainstream history”.

% The first purely economic (mercantilist) monograph was published by Antonio Serra in 1613 (Rima
2002: 53).

19 General theories, such as neoclassical economic theory, despite their robust character if seen in their
own terms cannot interpret the process of historical evolution. As Hobsbawm notes (1999: 146), “It is
also possible, and usual, to formulate models so general as to be universally applicable, but at the cost
of triviality”. Similarly for Wright (1986: 79), “It is an empty triumph to show that economic theory is
flexible enough to account for virtually any human experience in any epoch, because theory is then
exposed as so universal as to be vacuous”. And for Sombart (1929: 2), “Ultimately, we might expect to
reach the all-embracing ‘whole’ of Universal History and approach the riddle of human existence. But
history is not equipped for handling so vast, so intangible a problem”.
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(1971: 369), “is forever a historian among economists; an economist among

historians”.

The unstable nature of such a synthesis can be partly attributed to the marginal
revolution and the subsequent transition from classical political economy to
(neoclassical) economics. The result of this transition was a more abstract and
fictitious economic theory having excised any social and historical element from the
analysis of economic processes (Milonakis and Fine 2009). For Sombart (1929: 8),
“They [economists] take no account of the historical forces which affect the working
out of economic principles, but deal with economic phenomena as though they were
parts of a connected system and had been subject in the past to the same laws which
govern them today and will govern them in the future”. Thereby, the initial suspicion
with which neoclassical economists viewed history, is transformed into an in toto
rejection of it (Pigou), before becoming one of its colonial victims through the
cliometrics revolution of the 1950s and 1960s in the work of Conrad and Meyer,
Fogel and North. This transition, which has been described mainly by economists
such as Field (1995), Hodgson (2001), Milonakis and Fine (2009), Fine and
Milonakis (2009), was a process of a brutal encroachment of history; a description
that exhibits the arrogant and expansionary (imperialist) character of neoclassical

economic theory.

Hence, generalizing, the relationship between economic theory and history has
shifted from a congenial status, as in much classical political economy, to the total
divorce as in mainstream neoclassical theory. The neoclassical scientific paradigm,
through the (epistemological) reproduction of its fictitious ontological assumptions
(homo oeconomicus, rationality, perfect competition etc.), is totally incompatible with
history as it is related with the extensive use of purely static tools such as equilibrium
borrowed from static mechanics which ex nihilo excludes the notion of time and
hence of the historical process. The final result of these epistemic processions, on top
of rendering economics more abstract and a-historical (not to say anti-historical), has
deprived economic historians from useful theoretical tools which otherwise may have
helped in bridging the epistemological gap between theory and history. As Sombart
(1929: 8) has rightly pointed out, “the blame rests entirely upon the economic

theorists. They failed to provide a body of useful economic theory, that is to say,
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theory which would have guided and advanced economic historians in their approach

to their special subject”.

In contrast to neoclassical economics, the relationship between economic
theory and history has to be congenial as long as history constitutes the ‘intellectual
frontier’ of theory’s imperialism. In reality the interrelationship between economics
and history involves a process of a perpetual, continuous and active dialogue and their
organic symphysis could produce coherent interpretations of the economic past. But
for economic theory to be historically relevant, the economist has to immerse his
(abstract) theoretical schemes in ‘historical time’. At the same time, the (economic)
historian needs a coherent theoretical scheme in order to clarify, classify and criticise
factual data. Such a symphysis will make possible the creation of a theoretical, realist
and critical perception of historical reality, namely a histoire raisonnée'* which is
incompatible with the (neoclassical) logic of mainstream economics. Such history,
following the tradition of Smith, Marx and Schumpeter, will integrate in its ‘hard
core’ a congenial symphysis between theory and the two kinds of history, namely the

philosophical and the narrative.
1.2 The precursors of economic history: the classical epoch

Long before the official (i.e. academic) emergence of economic history, as a
separate discipline in the late nineteenth century, history had been the primary focus
of the Scottish historical school, playing a prominent part in the economic theorising

of most classical political economists. In principle, political economists such as

* This notion belongs to Schumpeter (1950: 44; 1954: 20, 690, 818). He used the notion of reasoned
history (or histoire raisonnée) as a sort of generalised, or typified, or stylised economic history. Such a
type of history goes beyond mere economic abstractions in the sense that it incorporates the role of
institutions (and their history) that are otherwise exogenously given in neoclassical economics. Histoire
raisonnée is the generalisation, typification, and stylisation of economic history by means of
institutional analysis. It was Schumpeter’s own epistemological way to integrate history into his
economic analysis. Milonakis and Fine (2009: 197) rightly point out that reasoned history is an
economic history with a strong theoretical and analytical content. Despite Schumpeter’s direct bonds
with the German historical school (and especially with Schmoller) his histoire raisonnée runs against
Schmoller’s research program as he had rejected the “School’s claim that the relativity and
individuality of historical experience would preclude general and universal theorizing of society”
(Shionoya 2005: 164). Schumpeter emphasised the need to construct a theory rather than to be content
with the mere collection, classification, summarisation, and ad hoc explanation of historical data
(Shionoya 2001: 139). Such a way of ‘historicising’ introduced a largely new relationship between
economic and non-economic areas, thus suggesting ways in which different social sciences can
interact, with the economic element remaining the foundation stone of historical investigation. Thus
Schumpeter, through the concept of reasoned history, introduces a newfangled relationship between
philosophical (or conjectural) and narrative history in-as-much-as his theory contains both.
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Smith, Malthus and J.S. Mill, by showing a great concern for the historical nature of
production and distribution, have used the historical element as a crucial ingredient in
their economic theorising.'? A similar, if higher, symphysis, a chemical mixture as
Schumpeter (cited in Milonakis and Fine 2009: 44) describes it,*® of theory and
history has also been promoted by Karl Marx’s extensive work which reveals
congenial connections between theoretical (economic) reasoning and concrete
historical investigation. Despite the (undisputable) fact that the linkages between
economic theory and history attained their apogee in classical political economy and
Marx,'* the deeper roots of economic history are generally thought to reach back to
the Scottish historical school. This School includes the likes of David Hume, James
Stuart, Adam Ferguson, William Robertson, John Millar, and, of course, Adam Smith,
providing “the first British signposts of the economic past as an essential element in

the understanding of society” (Coleman 1987: 5).

The aforementioned representatives of the Scottish historical school perceive the
economic past in holistic and materialistic terms. It is not accidental that Hume, one
of the most prominent Scottish thinkers, is ‘wondering’ in one of his quotations: “Can
we expect that a government will be well modeled by a people who know not how to
make a spinning-wheel or to employ a loom to advantage?”, given that “the growth of
commerce and industry [is] ... a crucial element in the advance of civilization” (cited
in Coleman 1987: 8). Likewise, for Smith ([1776] 1937: 324), the leader of both the
Scottish historical school and British (classical) political economy, “the desire of
bettering our condition is with us from the womb to the grave” and, what is more, “the
uniform, constant and uninterrupted effort of every man to better his condition, the

principle from which public and national, as well as private opulence is originally

12 A central exception to this rule is David Ricardo whose intellectual output was based on abstract and
deductive theorising. Cipolla (1991: 30) acutely notes that it was from Ricardo onwards that
“economists have shown increasing concern with the logical coherence, the simplicity and the formal
elegance of their models while behaving carelessly in their collection and use of data”.

3 Schumpeter (1987 [1943]: 44) notes that, “Economists always have either themselves done work in
economic history or else used the historical work of others. But the facts of economic history were left
to a separate compartment. They entered theory, if at all, merely in the role of illustrations, or possibly
of verification of results. They mixed with it only mechanically. Now Marx’s mixture is a chemical
one; that is to say, he introduced them into the very argument that produces the results. He was the first
economist of top rank to see and to teach systematically how economic theory may be turned into
historical analysis and how the historical narrative may be turned into histoire raisonnée”.

% This linkage was culminated in Marx’s economic texts where his political economy attains a multi-
layered complexity, incorporating abstract, social, holistic, historical and dynamic elements (Milonakis
and Fine 2009: 33).
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derived is frequently powerful enough to maintain the natural progress of things
towards improvement, in spite both of the extravagance of government and of the
greatest errors of administration”. At the same time, however, for Millar (1812: 146),
“it should seem, therefore, that in countries highly advanced in commerce and
manufactures, the abilities and character of the laboring people, who form the great
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body of the nation, are liable to be affected by circumstances of an opposite nature”.

Generally, for all Scottish moral philosophers:

the improvement of wealth, the discovery of useful arts, the elaboration of
industrial technique, and the creation and preservation of appropriate social
institutions were of much more interest than dynasties, wars, great men and other

items of the stock-in-trade of conventional historians (Coleman 1987: 5-6).

This materialistic perception of the economic past pushed these rounded thinkers
to search for regularities in the history of economic processes, hence helping to put in
place a ‘philosophical’ or ‘conjectural history’.*® For them, “the process of social
change exhibit certain uniformities and regularities and the great task is to explain

these, in terms of laws which lie behind social development” (Meek 1971: 9).*'

15 Smith expresses a similar view in Book V of his Wealth of Nations in which he observes that the
mental faculties of the workers are likely to be damaged by the division of labour, thus affecting the
flow of invention from this source.

'8 Dugald Stewart described Scottish thinkers’ approach to history as ‘philosophical or conjectural
history’. In practice, ‘conjectural history’ is the application of Enlightenment’s philosophical
assumptions about human nature in the interpretation of human history and this was made possible
through the study of the historical evolution of European (and mainly British) societies. Stewart (1793:
18-19) attempts to state the epistemic content of ‘philosophical or conjectural history’ by noting that,
“In examining the history of mankind, as well as in examining the phenomena of the material world,
when we cannot trace the process by which an event has been produced, it is often of importance to be
able to show how it may have been produced by natural causes. Thus, in the instance which has
suggested these remarks, although it is impossible to determine with certainty what the steps were by
which any particular language was formed, yet if we can show, from the known principles of human
nature, how all its various parts might gradually have arisen, the mind is not only to a certain degree
satisfied, but a check is given to the indolent philosophy, which refers to a miracle, whatever the
appearances, both in the natural and moral worlds, it is unable to explain. To this species of
philosophical investigation, which has no appropriated name in our language, | shall take the liberty of
giving the title of Theoretical or Conjectural History”. For Evnine (1993: 589-590), “Conjectural
history is a kind of triangulation. To conjecture about the progress of some human institution or
activity, we have to fix to other points: the external circumstances in which people are likely to have
found themselves and human nature, in particular the nature of human mind, at the relevant time”. This
type of history, by according an ontological primacy to human nature, opened the way to the
theorisation of the economic past.

17 Collingwood (1946: 82) believes that for all Scottish thinkers “Human nature was conceived
substantialistically as something static and permanent, an unvarying substratum underlying the course
of historical change”.
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Ontologically, the appearance of regularities was seated on the notion of ‘uniformity
of human nature’. Hume, more than anyone else, incorporated this principle in his
(historical) writings. He notes for example that, “Mankinds are so much the same, in
all times and places, that history informs us of nothing new or strange in this
particular” (Hume [1748] 1975: 83). While, more characteristically, “Stature and
force of body, length of life, even courage and extent of genius, seem hitherto to have
been naturally, in all ages, pretty much the same [...] As far, therefore, as observation
reaches, there is no universal difference discernible in the human species” (Hume
[1791] 1987: 378). These enunciations promoted the view that human nature was
essentially unchanging and unaffected by historical circumstances, laying the

foundation of the idea of the existence of historical uniformities.

The main (epistemological) scheme resulting from these ontological uniformities
has been the ‘theory of stages’. For Scottish thinkers, the society is evolving through
four discernible stages, each of which is characterised by its own ‘mode of
subsistence’: hunting, pasturage, farming and commerce (Meek 1971: 10; Skinner
1965: 7-8; Pascal 1938). Their material perception of the economic past, together with
an explicit ‘theory of economic history’ (stages theory), rendered them the
“progenitors of what was much later to be called ‘economic history’, a term unknown
to the eighteenth century” (Coleman 1987: 5). The economic texts of the Scottish
Enlightenment, whatever the economic, Whig style,*® determinism they were
containing, promoted a dynamic connection between theory and history, holding them

under one analytical and coherent scheme (Hobsbawm 1999: 129).

The rich and multilayered legacy of the Scottish historical school was re-
planted by its leader in a newfangled but extremely fertile ground, that of classical
political economy. Adam Smith, after having retired from his university chair in
Moral Philosophy, continued to inquire into issues of the production and distribution
of wealth, and it was his deep interest which moved him closer to political economy.™

18 Whig history is an approach to historiography which is closely related with liberal notions, such as
‘progress’, ‘liberty’, ‘evolution’ etc. Such type of historising is connected with the view of history as
progress, since it precludes the appearance even of periodic regressions in historical time. All these
Whig historians stress the rise of constitutional government, of personal freedoms and of scientific
progress.

19 The period between the publication of The Theory of Moral Sentiments (1759) and that of the Wealth
of Nations (1776) witnessed his interesting intellectual transition. There is an internal conflict between
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His endeavours resulted in his An Inquiry into the Nature and Causes of the Wealth of
Nations (1776), considered to be the foundation stone of modern economic science.
This work exhibits an intense, organic and congenial synthesis of economic theory
and history as their dialogue approaches its apogee by demonstrating the ‘cruciality’
of both in the analysis of economic processes. With Smith, for the first time, the
theorising of economic processes was associated with available historical evidence in

order to produce a new kind of universal economic theory.

The historical element was incorporated in Smith’s central concerns regarding
production and distribution. This interest “opened the potential for history to become
a valuable and integral part of economic analysis” (Milonakis 2006: 270). According
to Smith, all nations are characterised by progressive trends; and progress is solely
reversed through state’s activity and merchants’ actions. These (periodic) regressions
are events and trends which belong to the realm of a more ‘narrative’ type of history,
which, in turn, clashes with the more ‘philosophical (‘theoretical’ or ‘conjectural’)
type of history which is the rule in The Wealth of Nations. Their dialectical
relationship is apparent in Book IV, “For the Mercantile System”, where he points out
that self-interest was historically conducive to the ‘progress of opulence’, via the
operation of unforeseen consequences, but that progress was periodically checked by
the actions of governments and businessman (Smith [1776] 1932: 326). His
‘theoretical’ perception of history is most obvious in the third book of his magnum
opus, “where he tackles the question of the origins of the ‘present establishments’ in
Europe through ‘the natural course of things’” (Milonakis 2006: 273). This book,
according to Unwin ([1908] 1971: 43), contains “the best piece of economic history
that has yet been written”, and exhibits “in a large historical field the gradual
emergence of those principles which Adam Smith had expounded in the two earlier
books of his great treatise”. For Clapham ([1929] 1971: 61), despite its evident
analytical faults and weaknesses, “never before or since in the development of
economic thought have historical and analytical workmanship been as finely blended
as in the Wealth of Nations”. Similarly for Coleman (1987: 10), Smith’s use of history
“was an integral feature of his analysis, evident in all his writings”. To conclude,

Smith’s usage of history, both philosophical and narrative, was widespread,

these texts; the former emphasises sympathy for others, while the latter focuses on the role of self-
interest, giving rise to what is known as ‘Das Adam Smith problem’.

[23]



multilayered and replete with minutiae. All this has pushed Clark (1971 [1932]: 73) to
declare that, “Adam Smith is still by common consent the greatest of economic

historians, as he is the greatest of economists”.

Karl Marx’s materialist conception of history is in many respects an epigone
of the Smithian project. Despite his narrow (pure) historical texts in which the linkage
between theory and history is in many points weak, in his major work, Das Capital
(1876), Marx used history as an integral part of his economic analysis. Fine and Filho
([2004] 2010: 7) acutely observe that Marx “famously summurises his account of the
relationship between structures of production, social relations and historical change”.
Marx’s organic use of history is also apparent in the ‘Prefaces’ in two of his texts: the
well-known Contribution to the Critique of Political Economy (1859), and the 18™
Brumaire of Louis Bonaparte (1852). A simultaneous examination of these ‘Prefaces’
vividly exhibits Marx’s use of both kinds of history, namely the ‘philosophical’ and
the more ‘narrative’. In the Contribution to the Critique of Political Economy his
usage of history is more conjectural, structural, dynamic, and holistic, but also more
mechanistic and simplistic, based on his sagacious, abstract concept of ‘the mode of
production’, conceived as the dialectical interplay between productive forces and
productive relations. On the other hand, in the 18" Brumaire of Louis Bonaparte, the
use of ‘history’ is even more pluralistic since his Promethean perception of human
agency [‘men make their own history’ (Marx 1908 [1852]: 5)] provides the potential
for an all-embracing transformation of the socio-economic environment. These two
kinds of ‘history’, philosophical’ and ‘narrative’, are connected in the examination of

20 of socio-economic

social revolutions where the organic (4 la Gramsci) crises
structures when the relations of production “from forms of development of the
productive forces [...] turn into their fetters” (Marx 1970 [1859]: 21) and conjoined
with the energetic (creative) class struggle, lead to a totally new socioeconomic
framework. Marx and Engel’s introductory sentence in their Communist Manifesto
([1848] 2008: 25) — “in a word, oppressor and oppressed, stood in constant opposition

to one another, carried on an uninterrupted, now hidden, now open fight, a fight that

% Gramsci believes that in periods of ‘organic crises’ social classes become detached from their
traditional parties and a violent overthrow of the ruling class is possible. Before these crises, “The
traditional ruling class, which has numerous trained cadres, changes men and programs and, with
greater speed than is achieved by the subordinate classes, reabsorbs the control that was slipping from
its grasp. Perhaps it may take sacrifices, and expose itself to an uncertain future by demagogic
promises; but it retains power, reinforces it for the time being, and uses it to crush its adversary and
disperse his leading cadres” Gramsci (1971: 210-211).
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each time ended, either in a revolutionary reconstruction of society at large, or in the
common ruin of contending classes” — exemplifies class struggles’ contingent
character, elevating at once the dialectical unity of the aforementioned kinds of
history in-as-much-as the organic crisis’ final product is not deterministic but
random.** Arguably, there is no contradiction between Marx’s ‘generalised’
(conjectural) and ‘narrative’ use of history contained in his economic theory.22 Marx’s
theoretical analysis is, as Milonakis and Fine (2009: 38) rightly note, historically
specific since his main analytical categories (value, surplus value, mode of production
etc.) are perceived under purely historical terms. In Marx it is the theoretical that is
moving in parallel direction with the historical. Summurising, as Hobsbawm (1999:
208) puts it, “the materialist conception of history is the core of Marxism, and
although everything in Marx’s writing is impregnated with history, he himself did not
write much history as historians understand it [i.e. narrative history]”. In Marx’s
manus the linkage between economic theory and history was so lusty that it has
enabled him to construct a ‘theory of history as a theory of society’. Milonakis and
Fine (2009: 33-45) note that Marx has used the historical element in at least four
discernible ways. Initially, he used historical forms of argumentation in his epistemic
choices. For example in his methodological views, the movement from the ‘abstract to
the concrete’ opened the pathways for history to become an integral feature of his
analysis. Here history is used mostly theoretically and philosophically. Second, the
use of history is evident in his epistemological schemes where the outlines of the
development and decline of the modes of production accords history special
importance. The presentation of the beginning, development, maturation and decline
of modes of production is related to another use of history, namely narrative history.
According to Marx, the object being studied is not static but in continuous movement.
Thirdly, Marx’s has used his analytical categories in a sequential, if not in a historical
way. It is no accident that in Capital he starts with the commodity and then goes on to
analyse money and capital. His ontological premises contain an evident historical
breath. As Milonakis and Fine (p. 40) put it, “This is exactly the sequence in which

these categories appeared historically”. There are occasions where Marx’s use of

?! Rosa Luxemburg ([1918] 1971: 368) popularized this randomness with her ingenious dilemma
‘Socialism or Barbarism?’ which shows the contingent character of class struggles.

22 Schumpeter’s (1950: 44) notes that, “He [Marx] was the first economist of top rank to see and to
teach systematically how economic theory may be turned into historical analysis and how the historical
narrative may be turned to histoire raisonée”.
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history goes beyond his theoretical argumentations. In his discussion of primitive
accumulation, for example, his theoretical reasoning is limited, permitting historical
narrative to occupy a central epistemological place. Lastly, history itself becomes in
all his writings the central object of analysis since his Darwinian view of society

accords a special niche in change, and of course in history.

In between Smith’s chef d’ oeuvre and Marx’s radical thought lies Robert
Malthus - especially with his Principles of Political Economy (1820) and his famous
Essays on Population (1798) — who, despite some biting criticisms,? deserves a place
amongst the early progenitors of the study of economic and social past in Britain.
Malthus is regarded as a classical political economist “by virtue not only of
methodology but of his concern for morality and social improvement: his view was
that political economy resembled more ‘the science of morals and politics than [...]
that of mathematics’” (Coleman 1987: 42). Malthus, in his twin scripta, dived into
historical evidence in order to illustrate his more abstract arguments. His extensive
use of empirical data rendered him as one of the most prominent partisans of
induction, as opposed to deduction, the most influential adherent of which was
Ricardo. Ipso facto, the struggle between them (and Ricardo’s subsequent victory)
heralded the debate over the relation between abstract economic theory and history.
This debate, according to Rostow (1986: 71), involved the difference between those
who “made ‘a precipitate attempt to simplify and generalize’ [like Ricardo] and ‘their
more practical opponents [who] draw too hasty inferences from a frequent appeal to
partial facts [like Malthus]”. In the aftermath of this debate, which can be
characterised as a prelude to the subsequent Methodenstreit, the battle over methods
of the 1880s’, and following the marginalist revolution of the 1870s, the rule was the
extensive use of abstract (deductive) reasoning at the expense of history, both as
theoretical analysis and as evidence. Evidently, Ricardo’s theoretically subtle writings
show that he did not have a sense of history. As Coleman (1987: 23) notes “Ricardo
hardly ever appealed to history to make a point, to support an analytical proposition,
even to illustrate an argument [...] His ingenious mind essentially that of a brilliant
theoretician, never displayed any significant interest in the past”. Although Ricardo’s

analysis possessed a historical perspective due to his interest in long-term economic

2 For example, Marx ([1857] 1973: 606) described him as a baboon while Schumpeter (1954: 481)
downgraded his “controvertialist” potential.
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development, his extremely abstract principles “cannot be expected to bear much fruit
in human practice till they have been fertilised by wide reading and acute observation,
and illustrated and enforced by the experience of mankind at large in the whole
recorded field of history” (Unwin (1971 [1908]: 39). Evidently, the triumph of
Ricardian economics, in the early 1830s altered the nature and evolution of economic
science which after this began to be related more to logic and deduction from abstract
principles, rather than that to empirical and historical investigation (Harte 1971: xiii).
From Ricardo onwards, economic theory has gained more in simplicity, robustness

and elegance, but at the cost of its living linkages with factual data and history.

Between classical political economy and neoclassical economics (between
Ricardo and Marshall in particular) stands the figure of John Stuart Mill whose work
reintroduced the use of historical evidence in economic theorising. Mill through his
(more economic) Principles of Political Economy (1848) and his celebrated text of
empiricist philosophy A System of Logic (1843) attempted to save Ricardo’s abstract
principles by reference to historical evidence. As he himself (cited in Blaug 1992: 75)
puts it, “the ground of confidence in any concrete deductive science is not the a priori
reasoning itself, but the accordance between its results and those of observation a
posteriori”.* Nonetheless, despite his statements about the usefulness of empirical
evidence (and history) for grounding theory in reality, his political economy had
remained as deductive and abstracted. Wright (1986: 78) points out that though Mill,
“presents implicitly a clear and powerful view of history, this view does not inform
the analysis itself. History has no integral role, but it is only a ‘general correction to
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be applied whenever relevant’. Hence, according to many scholars, his implicit and
superficial use of history helped in downgrading the role of historical material to
clearly peripheral grounds. However, Mill’s use of history had been both thorough
and interesting. His texts had reintroduced the importance of history in economic

theory and had influenced the fate of economic theory. Mill, by being less dogmatic

* Wade Hands (cited in Milonakis and Fine 2009: 30) notes that for Mill, “The only source of
knowledge was sense experience; knowledge was obtained inductively; and scientific laws were simply
event regularities”. And for Hamlin (1969: 503), “[Mill] claimed that mathematical truths were merely
very highly confirmed generalizations from experience; mathematical inference, generally conceived as
deductive [and a priori] in nature, Mill set down as founded on induction. Thus, in Mill's philosophy
there was no real place for knowledge based on relations of ideas. In his view logical and mathematical
necessity is psychological; we are merely unable to conceive any other possibilities than those that
logical and mathematical propositions assert. This is perhaps the most extreme version of empiricism
known, but it has not found many defenders”.
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than Ricardo, was twofold influential in the history of economic thought; initially,
through his use of a priori abstract reasoning he prepared the (epistemological and
methodological) ground for the emergence of neoclassical orthodoxy, and,
subsequently, through the ‘legalisation’ of induction — and the elaboration of history —
he had provided the essential sperms for the subsequent appearance of Irish (and
English) Historicism.?® As Koot (1987: 10) points out, “Indeed, the economic views
of Mill offered a significant opening for the heretical views of several of the historical
economists”. It was with Mill’s Principles that the circle of classical political
economy was closed, other than Marx’s rehabilitation, exposing on the way the
epistemic problems of a non-integral connection between theory and history. As
Hutchison (cited in Coleman 1987: 37) has pointed out, “the integration of history
with analysis and theory, so superbly and uniquely achieved in Adam Smith’s work

was shattered [...] Economic history was left largely to rebels and outsiders”.?

1.3 From the separation of economic theory form history...

This shattering of the unity between (economic) theory and history was
promoted by two parallel, but closely interrelated, incidences in the history of
economic thought: the transition from political economy to economics (through the
marginal revolution), and the Methodenstreit, the battle of methods between the
marginalist Carl Menger and Gustav von Schmoller, the leader of the German
historical school. Menger, as the atypical philosopher of marginalism, promoted the
exclusive usage of the deductive method which relies exclusively upon a priori
reasoning, and “as such, can purport to be entirely devoid of historical specificity”
(Milonakis 2006: 271). To the contrary, Schmoller promoted induction which refers
“to the method of moving from specific to the general, from empirical observation to
general laws, by identifying characteristics of a specific phenomenon or situation and
transposing them to other contexts” (p. 271). Each methodological stance implies

different relations between economic theory and history, differences that were spelled

% Koot (1987: 190) notes, “His example of inductive research, especially on Ireland and the land
question, his emphasis on the social application of economic study, and his historical vision of social
theory as relative to a particular time and place served as a half-way house toward an English historical
economics”.

% Cliffe Leslie, according to Price ([1908] 1971: 24), urged for “the claims of Adam Smith in
substitution of Ricardo, because, as he contended, in the large and prominent use of facts made in the
Wealth of Nations, the earlier economist, in contrast with the more abstract elaborate type of reasoning
favored by his successor, drew near to the characteristic methods of the historical school of German
writers”.
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out through the open battle over method, the famous Methodenstreit. The final result
of the Methodenstreit was the exclusive use of the abstract deductive method by
mainstream economics, at the expense of the inductive/historical method. This
warfare led to the creation of two antithetic camps in economic philosophy and
methodology, the neoclassical camp, whose main purpose was to turn political
economy into a science on a par with physics (positive economics), and that of
German historical school which attempted to transform political economy into a
branch of historical research. If the disjuncture between economic theory and history
was self-evident in neoclassicism, it is also transparent, if in the opposite direction, in
German Historismus. Despite their direct liaisons with the Scottish historical school
(and mainly with that of Gottingen),?’ the most important adherents of German
Historicism (Roscher, Hildebrand, Knies, and Schmoller) did not develop a coherent
theoretical (epistemological) scheme to promote the active dialogue between theory
and history. Their endeavours to form a ‘stages theory of economic development’
were extremely generic and incoherent and they did not give any “mental unity to the
chaos of scattered particulars with which the economic historian is concerned”
(Sombart 1929: 10). The failure of their epistemological attempts to promote a
dialogue between theory and history reflects the superficial character of their

ontological premises which were related to a lucid Rankean phraseology.?® This

*" The German historical school was influenced firstly by the extremely precocious Gottingen School,
whose main representatives, Johann Christopher Gatterer and August Ludwig Schlozer, were deeply
inspired by Scottish Enlightenment. As Harrison, Jones and Lambert (2004: 11) note, “From Scottish
thinkers, they adopted not only a belief in natural law and progress, hostility to absolutism and a
commitment to building civil society, but a self-conscious determination to underscore this bundle of
ideas and ideals historically. Elements of economic, social and cultural history are discernible in the
work which resulted”. For example, the notion of ‘stages of economic development’ was bequeathed to
the German historical school by the school of Gottingen which adopted it from the Scottish
Enlightenment. Secondly, it was influenced by German nationalists and more specifically by the
writings of the German historical school of Law (Gustav Hugo, Friedrich Carl von Savigny) and the
nationalistic pamphlets of Friedrich List. And, finally, it was inspired by the ‘mainstream’ Rankean
historiographical paradigm, and more specifically by the devotion to facts that resulted from it. The
amalgam of these antithetic influences together with a fierce repugnance of abstract economic theory
led to the formation of a sui generis scientific discipline, that of economic history in Britain.

%8 |eopold von Ranke (1795-1896) was one of the most prominent historiographers of modern times.
His (historiographical) legacy is based on specific epistemic enunciations with his central ontological
reference stated in his 1824 ‘Preface’ to the History of the Latin and German Nations where he points
out that, “To history has been given the function of judging the past, of instructing men for the profit of
future years. The present attempt does not aspire to such a lofty undertaking. It merely wants to show
how things actually happened, ‘wie es eigentlich gewesen’ (Ranke 1983: 137-138). This statement
contains a double meaning: firstly, it accords to history an instructive content, 4 la Cicero’s ‘histoire
magistra vitae’, and, secondly, pushes the historian in the direction of the quest of objective truth.
Inevitably such an ontological foundation entails a specific epistemological view, according to which,
the ‘facts speak for themselves’, and validates a ‘royal” methodological individualism, where change is
connected with the deeds of ‘great men’. These epistemic foundations (which have direct bonds with
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(intellectual) situation has led Milonakis (2006: 274) to conclude that “contrary to
Smith and Marx, the historical school found no common criteria to differentiate the
various stages. They lacked a unifying theoretical principle such as Smith’s ‘mode of

subsistence’ or Marx’s ‘mode of production’”.

At the same time, on top of the Methodenstreit, the explosion of the marginal
revolution — leading later on to the excessive ‘mathematisation’ of economic theory —
has led economic science away from the historical (and social) framework of its
referrals transforming it in this way into an ahistorical, abstract and simplistic
theoretical corpus.”® The static character of neoclassical economic theory along with
the extensive use of differential calculus has eliminated the dynamic content of
(classical) political economy and has led theory off the tracks of economic dynamics,
and to the exclusion of the historical element from economic reasoning (Habakkuk
1971: 308). According to Milonakis (2006: 271):

the focus shifted away from dynamic processes of growth and distribution at
the macro level, to static equilibrium analysis of price determination at the
micro level. Methodological holism gave way to methodological
individualism, accompanied by a change in the subject matter of economic
science, from investigation of the causes and distribution of wealth to the
interrogation of the economic behaviour of individuals, especially the

principle of (utility) maximisation.

Beyond marginalism, the influential role in the disjuncture of the historical
element from economic theorising is accorded to British historismus. Historical
economists in Britain did not act like their Irish counterparts (Ingram and Leslie) and
German progenitors who “looked for a complete and rapid transformation of
economic science” (Ashley 1893: 4). In contrast, they promoted the complete
separation of the historical element from economic theory, finally leading to a totally
newfangled academic discipline, economic history. William Cunningham, one of the

most prominent historical economists, was influential in this process. His continuous

ancient Greek historiography) comprised the raison d’ étre of the mainstream Rankean
historiographical paradigm of the 1840s. This paradigm accorded analytical primacy in the role of
‘fact’, relegated the role of theory and justified a political version of the dominant narrative type of
history.

# According to Menger (cited in Pollard [1964] 1971: 293) economics has “in analogy, though not in
identical manner with the natural sciences, to reduce the real appearances of political economy to their
simplest and purely typical elements, in order, by isolation, to set out its laws”.
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epistemic (but also personal) controversies with Alfred Marshall (the leader of the

neoclassical school) played an important role in this direction.

With Cunningham’s adoption of an ultra-empiricist stance in this debate, the
distance between historical economics and economic theory became even more
pronounced. Essentially, the reconciliatory approach of both Schmoller and Ashley
and their plea for a combination of the historical method with economic theory was
abandoned, and an even more hostile approach to economic theorising was adopted
(Milonakis 2006: 276; Milonakis and Fine 2009: 152). British historical economics, in
spite of some scarce contributions to economic science® — like the concepts of
‘historical specificity’ and the relativity of economic doctrines first promoted by J.S.
Mill — had contributed to the total excision of the theoretical element, carrying it
nearer to historiography than to economics. Their initial failure through Ashley and
their subsequent denial through Cunningham to formulate a general and cohesive
theoretical framework, instead of leading to economic science’s transformation,
pushed them closer to historiography. Unavoidably, the separation of economic theory
from history did not come solely from economic theory’s alienation from history but
also through historical economists’ failure to formulate a synectical theoretical
network. In their scripta, empiricism substituted for theoretical reasoning. Thus,

historical economists:

having failed to make the historical the object of economic inquiry, they saw
their own research programme being transformed into a branch of historical
research. Historical economics thus gave way to a new discipline: economic
history (Milonakis 2006: 277).

At the same time, the historical element was expelled from (neoclassical)

economic theory as it did not fit the abstractness of neoclassical epistemic premises,

being, according to Ashton’s aphorism, a stubborn and willful thing.®" It is

% Wwilliam Ashley (cited in Milonakis & Fine 2009: 153) describes historical economics’ epistemic
contribution by saying that, “The acceptance of two great principles [...] that economic conclusions are
relative to given conditions, and that they possess only hypothetical validity, is at least part of the
mental habit of economists. The same is true of the conviction that economic considerations are not the
only ones of which we must take account in judging of social phenomena, and that economic forces are
not the only ones that move men”.

31 Ashton ([1946] 1971: 167) used this phrase in his inaugural lecture at L.S.E. in 1946 when he said,
“But facts are stubborn, willful things. You can arrange them in either logical or chronological order,
but very seldom at the same time both”.
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characteristic that economic historians with purely neoclassical roots, like Clapham,
despite their enunciations about the necessity of an (organic) connection between
theory and history, they in fact entirely eschewed theory in their historical writings
(Habakkuk 1971: 307). Ad addendum, Clapham (1922: 305), despite his close bonds
with both Marshall (being his student) and Pigou, has famously characterised the
(static) neoclassical tools as ‘empty economic boxes’.*® In his celebrated article,
Clapham notes that the tendency of (historical) facts to outpace the breadth of
theoretical schemas “impaired the final utility of the method of reasoning whereby
theory preceded facts” (Kadish 1989: 228). Clapham’s dissension with Pigou reflects
the former’s resentment with the manner in which economic theoreticians insisted on
interpreting economic reality (p. 228). In reality, in Clapham’s manus, the linkage
between economic theory and history was weakened, widening the epistemic gulf
between them. Moreover, Marshall himself, when he attempted to provide his own
contribution to (British) economic history, came up with his Industry and Trade
(1919) where, however, he makes “little use of the theories worked out in his
Principles, except possibly for the notion of ‘economies of massive production [and]
one could read his account of the process without realizing that the author was an
eminent theorist” (p. 306). Generally, Marshall, despite having a general historical
sense, which is highlighted by some historians of economic thought, such as Hodgson
(2001; 2009), but is rightly downgraded by others Milonakis and Fine (2009; 2012),
was instrumental in the process of the separation of economic history from economic
theory. In reality, Marshall had, according to Ashley (1891), rehabilitated Ricardo’s
abstract economic epistemology. His contribution to the exclusion of history from
economic theory is based on two facts: firstly, the historical references both in his
theoretical (Principles of Economics) and in his historical (Industry and Trade) texts
are not based on prime sources and lead to accusations of ‘unsupported
generalisations’ (Koot 1987: 147); and, secondly, with the establishment of
Cambridge Economics Tripos in 1903 he downgraded economic history’s role since
he reserved half of the first two years and all of the final year for economic theory and
left only one year for applied economics and economic history. Even the economic
history to be taught was to be primarily that of the nineteenth century. Thus, economic

history was evidently relegated and the hiatus between history and economics was

%2 As Coleman (1987: 79) notes, “Clapham provided the crucial link with Marshall, but his own use of
theory was very limited and never extended beyond a broad and general Marshallian framework”.
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widened (Koot 1987: 149; Kadish 1989: 209; Tribe 2000: 222, 248). Through the
meeting of these parallel processes, economic science was led to a historical
disruption; firstly, economic theory became ultra-deductive and a-historical, and
secondly, the excluded historical element has found its own place in the newly formed
academic discipline of economic history which, as seen already, was closer to
historiography. Cole’s ([1967] 1971: 354) comment is instructive in this direction:
Economic history was closely associated with the rise of the great classical
school of political economy. In the course of the nineteenth century, however,
the links between theory and history weakened: gradually political economy
turned into economics, as economists, in their search for universal economic
laws, tended to contract their area of interest, to isolate economic phenomena
from their historical context, and to concentrate attention on those

relationships which could be readily expressed in mathematical terms.

The climax for the complete excision of the historical element from economic
theory was accomplished through Robbins’ Essays on the Nature and Significance of
Economic Science (1932). Robbins’ chief central ontological premise, according to
which the central objective of economic science should be the study of ‘human
behavior as a relationship between ends and scarce resources which have alternative
uses’, has injected into economic theory perpetual features, pushing it further towards
a transhistorical position. The epistemological reflection of this ontological posture
was limited to the simplistic relation betwixt price/quantity, a focus that has further
downgraded the role of historical (and social) element as long as “the buyers and
sellers could be combines, individuals, slaves, Greeks, Turks or Kalmucks; the time
could be war, peace, this century, the last, or the next: the answer, and its significance,
is the same in each case” (Habakkuk 1971: 295). The end result of this process of de-
historisation of economics is that, “economists have tended, especially in the post-
1945 period, to look down upon economic history as empirical, descriptive,

atheoretical, and somewhat irrelevant” (Wallerstein 1991: 173-174).

Outside economists’ decisive contribution to the engulfment between
economic theory and history, influential was also the role of the economic historians.
The reformist tradition in Economic History, whose main representatives were
Tawney, Cole and the Hammonds, systematised the epistemic motifs of British

historical school and became the youngest version of British economic history.
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Alongside methodological holism and the reception of mostly social topics — like the
working class’ condition during the Industrial Revolution - the reformist tradition
adopted from their progenitors the same repugnance to economic theory. Despite the
use of some truly general theoretical schemas, they did not promote any organic
symphysis between economic theory and economic history. Tawney, despite his scorn
for economic theory, had a thorough command of its doctrines, while Hammonds’,
and mainly Barbara Hammond’s, ignorance of mathematics is profound. As Coleman
(1987: 74) notes, the Hammonds “seemed to have remained wholly innocent of any
sort of economic theory, explicit or implicit. Economic questions — be they about the
nature of demand, the costs of production, or the role of investment — were entirely
absent from their reasoning”. Granted this, in reformist economic historians’ hands,
the linkage between economic theory and history was minimised, widening the
already wide chasm between them. Tawney, for example, the leader of reformists, in
addition to characterising economic theory’s doctrines as vain, also questioned the
very existence of such a thing called economic science. As he puts it (cited in Kadish
1989: 242), “there is no such thing as a science of economics, nor ever will be”.
Generally, reformist economic historians completed their progenitors’ initiation,
namely to take the separate existence of economic history for granted and to bring it

closer to other branches of history, especially social history.

Despite some attempts by the proponents of both Sozialokonomik or social
economics (Weber, Schumpeter, Sombart) and American Institutionalism (Veblen,
Commons, Mitchell, Ayres and Heaton) during the interwar period to produce an ex
novo symphysis between theory and history, “the separation of economics from
sociology and history was complete by World War II” (Milonakis 2006: 272). The
votaries of Sozialokonomik did not accord analytical primacy to any element
(economic, social, cultural, and political) of social organisation but they attempted to
see the social process as one really indispensable whole. Schumpeter in particular
proposed the reunification of social sciences under the intellectual framework of
Soziologizierung a term which dominated moral sciences and philosophy during the
eighteenth century (Shionoya 2001: 138).>® Generally, the texts of Schumpeter, Weber

% Soziologizierung refers to Schumpeter’s scientific programme for social sciences. This programme,
as he put it, covered a twofold epistemic dimension: that of a substantive theory and that of
‘metatheory’ which was referred to as philosophy and history of economics. Soziologizierung is related
to his main objective, to produce a socially and historically universal social science.
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and Sombart were the last enunciations of German Historismus, trying to define a
totally new way of integrating social sciences, chiefly economic theory and history.
Having failed to provide such a way, they are remembered mostly as the founders of
new disciplines such as sociology in Weber’s case, or sub-disciplines such as
entrepreneurial economics and economic sociology in Schumpeter’s case (Milonakis
and Fine 2009: 214).** The sub-discipline of economic sociology, despite offering a
multilayered approach, by bringing together the economic, social, political and
religious dimensions of social events, did not promote a congenial symphysis between
economic theory and history, as the use of abstract (economic) theoretical schemas

was more than limited.

In contradistinction to this intensifying disjunction between (neoclassical)
economic theory and history, some neutral economic historians (mainly Ashton)
attempted to redefine the reunification between theory and history. Ashton entitled his
inaugural lecture at L.S.E. in 1946 the ‘Relation of Economic History to Economic
Theory’, noting that both economic theorists and historians have to make mutual

sidesteps. His concluding comment is worth quoting in full:

The historian is increasingly feeling for the structure that underlies the surface
of events, for explanation and interpretation. The economist is increasingly
concerned not with static equilibrium, but with the transition from one
equilibrium to another, with problems in which time is one of the dimensions.
If they will take counsel together they may move towards that ideal in which
no longer will the one look at his facts in the hope of inducing from them a
theory, and the other deduce from first principles a theory in the hope that it
may be found to fit the facts, but in which the two cooperate (Ashton [1946]
1971: 177).

Unfortunately the conciliatory tone of Asthon’s lecture did not actualise. The more
‘formalism’ held sway in economic theorising, the more the reputation of economic
history was relegated. Arrow and Debreu’s proof of the existence of a (Walrasian)

competitive equilibrium in 1954 has engulfed the importance of time in (pure)

% In addition to Schumpeter, whose influence in the emergence of economic sociology was
pronounced, an important role in its evolution has to be accorded to Weber, whose Protestant Ethic
was for Swedberg (cited in Milonakis and Fine 2009: 215) “a paradigm and a guide for how to proceed
in economic sociology”.
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economic theorising and has diminished, not to say exiled, the role of history in the
examination of economic phenomena. Essentially, this development was the product
of a dual process: the first was an absolute focusing on the concept of equilibrium — a
focus that precludes any possibility of non-equilibrium or crisis; the second was the
perception of the ‘end of history’, a construction which precludes any appearance of
regressions as long as “economic progress could be taken so much for granted that it
would be superfluous to spend much time and effort enquiring into it” (Ashworth
[1958] 1971: 206). Thus, economic theory came to focus on static analysis given that
issues of economic dynamics (and history), connected with the issues of growth and

development, are considered to have been solved. For Coleman (1987: 36):

For the orthodox, ‘economic history’ had nothing positive to say. Recovery
after the post-war depression and expansion into the triumphant mid-century
boom seemed to make the merits of free trade and laissez-faire self-evident, to
justify the deductive approach, and to set the seal of approval on what had

become classical political economy.

In general, the overall trend in economic history was “to become empiricist in content
and, as such, to be divorced from theory, especially economic theory” (Milonakis
2006: 277). Substantially, the British Methodendiskurs between Marshall and
Cunningham, the subsequent indifference to history on the part of economic theorists,
and the continuing hostility to economics on the part of the reformist historians, all
contributed to the continuance of the gulf between economic theory and economic
history (Hodgson 2001; Milonakis and Fine 2009; Coleman 1987: 78-79).%°

% The disagreement between Marshall and Cunningham, or the British Methodendiskurs as Hodgson
(2001: 95-113) names it, was the last phase of the British Methodenstreit which started in the 1860s
with the opposing approaches between Cairnes and Leslie, and culminated with the conflict between
Marshall and Cunningham over the nature of economic theory. Despite the decisive epistemic effects
of such a collision (the definite separation between economic theory and economic history), the whole
debate is animated mostly by ideological springs. Koot (1987: 147) notes that “Cunningham’s
economic history was stridently conservative and emphasised the growth of the state and the role of
custom [...], and Marshall’s excursions into economic history were those of a rational liberal who
searched for the universal, the rise of free enterprise, and the role of competition even in traditional
societies”. The personal character of their disputation is crystallized by the relict titles of their
monographs: Cunningham’s locus classicus is entitled The Growth of English Industry and Commerce,
whereas Marshall named his main historical monograph Industry and Trade. The British
Methodendiskurs comprised the prelude to the emergence of economic history as a separate discipline
despite the fact that “the future of economic history was scarcely, if at all, involved” (Maloney 1976:
448).
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1.4...to the reunification through economics imperialism: or clio, the

muse of history

A new decisive point in the evolution of the relationships between economic
theory and history seems to have occurred between the late 1940s and the mid 1950s.
During this ‘revolutionary’ period, the epistemological progress in economic science
was as deep as abrupt. This period is characterised by the systematisation of
econometrics and the diffusion in the elaboration of both computing and of
mathematical tools (differential calculus, linear algebra, linear programming). The use
of the word Analysis (instead of Theory) in Samuelson’s Foundations of Economic
Analysis (1947) presages these latter developments which run parallel with the
growing importance statistics and quantification. The ‘hard core’ of economics
remained neoclassical — Arrow and Debreu’s essay in 1954 has shown this — but their
‘protective belt’” became even more empirical as long as the historical element

(exclusively in its statistical form) entered into the economists’ agenda.*®

In addition to these (epistemological) developments, there emerged, from the
side of mainstream economists, a growing interest in issues of economic growth,
especially with respect to the (newly) developing countries, mainly in Asia and
Africa. Unavoidably, the (developmental) issues which had been left out of the
Mainstream economist’s agenda for many decades after the dissolution of colonial
empires, and the subsequent creation of numerous new nation-states which were (and
are) economically lagging behind, came back into focus rendering the term ‘economic
growth’ a commonplace and establishing ‘development economics’ as a new branch
of economic science (Coleman 1987: 120). Granted these developments, economists
turned once again to economic history of modern states (mainly Great Britain and the
USA) in order to get fresh insights and advice for economic growth. As Chambers
([1960] 1971: 235) notes, “They [economists] are beginning to examine the
circumstances of economic growth in its classical setting of Europe and above all,

England, with new urgency”. The relationship between this new branch of economics

% Samuelson (2009) himself notes that economists should “have a very healthy respect for the study of
economic history, because that’s the raw material out of which any of your conjectures or testings will
come”.
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(development economics) and economic history is described by Coats ([1966] 1971.:
332) as follows:

it is often suggested that historians can shed light on the problems of the
present by disclosing the secrets of the past, and as almost all of the
underdeveloped countries are in a pre-industrial stage of development, and
anxious to have an industrial revolution of their very own, an added stimulus
has been given to the study of the first or ‘classic’ industrial revolution which

occurred in eighteenth century England.

Such a development illustrated history’s importance, since historical facts alone could
provide the essential evidence for the scientific testing of these (development) models.
Thus, for Mathias (1971: 375-376),

The reorientation of economic theory since 1945 away from short-run
equilibrium analysis towards processes of long-term growth, spurred by the
problems of engineering economic development in the poorer countries of the
world and more local worries about lagging rates of growth in some
‘maturing’ industrial economies, has brought a further major change in

economic history.

This drift in the evolution of economic thought has produced a fundamental reversal
in the relationship between economic theory and history, rendering history the
handmaiden or the Cinderella of abstract models of economic growth. The ‘hard core’
of all these developmental models (such as Gerschenkron’s, Domar/Harrod,
Leibenstian, Rostonian and a whole series of others) are ontologically founded on the
central epistemic premise of neoclassical economics, as the ‘science which studies
human behavior as a relationship between ends and scarce means which have
alternative uses’, and have shared the related neoclassical ontological assumptions
(rationality, maximising behaviour, perfect competition etc.). Again, individual
property rights as “the foundation of economic freedom and as an essential ingredient
for the efficient operation of the market” (Marangos 2002a: 43). Inevitably, history
was relegated to a secondary role, being the ‘protective belt’ of the aforementioned

neoclassical ‘hard core’.
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This new spirit is illustrated in the work of Simon Kuznets and Walt Rostow.
Their influence prompted a renewal of interest in issues of both long-term growth and
developmental policies. Kuznets, in his numerous studies (1934; 1937; 1965; 1966;
1971) relating to the composition and the distribution of national (American) income,
provided a newfangled interest in historical evidence. His contribution in the revival
of studying the economic past was based on the development of new quantitative and
statistical procedures for accounting national income (Milonakis 2006: 280). These
developments are evidently connected with econometric economic history, since the
use of time-series, which was a totally new trend in economic science, presupposes
the economist’s acquaintance with past economic archives. Rostow’s contribution to
the revival of the study of the economic past is much more fascinating. Through his
twin The Process of Economic Growth (1953) and The Stages of Economic Growth
(1960), he attempted to provide ‘an alternative to Karl Marx’s theory of economic
history’ (Rostow 1960: 4-16). His efforts to formulate a discernible theory of history
and his attempts to develop three discrete sub-theories (a theory of structures, a theory
of transformation and a theory of progress) to support it, resulted in a largely new
relation between theory and history. His dynamic view of economic processes
provided the essential link to redefine the correlations betwixt abstract economic
reasoning and the historical change. Through the identification of economic growth in
five discernible stages: the traditional society, the stage of preconditions for take-off,
the take-off stage, the drive to maturity and the age of mass consumption he offered a
historical theorisation of the economic past, which was something innovative in
mainstream economics’ epistemological agenda.®” Rostow is highly symbolic in the
history of economic history in-as-much-as his project to unify neoclassical deductive
reasoning with history concluded in a non-balanced relationship between them and to
a totally degrading role of history as the maidservant of neoclassical economic theory.
From this point of view, Rostow represents a liaison between old and new economic

history. His analysis is historical in the sense that the end result is known at the outset

% The stages of economic growth approach comprise Rostow’s main epistemological scheme. Its
nature is not descriptive and static, but theoretical and dynamic. Through the notion of the ‘leading
sector’, the context of dominant productive forces, he tried to identify a way of moving from a specific
historical area to the following. Rostow (1960: 12-13) oneself points out in the second chapter of his
Stages of Economic Growth, that “These stages are not merely descriptive. They are not merely a way
of generalising certain factual observations about the sequence of development of modern societies.
They have an inner logic and continuity. They have an analytic bone-structure, rooted in a dynamic
theory of production”.
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and is derived from the historical geography of a developed bureaucratic society while

he also paid attention to culture and seemed to reject homo economicus as universal.*®

Both Rostow and Kuznets in their studies treat the experience of British and
American economic growth. All their considerations about the British industrial
revolution and American economic development promoted a one-way relationship
between (neoclassical) economic theory and history.*® The aforementioned
epistemological developments have permitted economic history, through the extensive
use of advanced econometric techniques, the guidance, the fitting, and even the
distortion of historical evidence to adjust to the main neoclassical commands.*® The
foundation stone of these fermentations was laid in the famous Massachusetts’
Conference in 1957 where the expansionist tendencies of (heoclassical) theory to
history were institutionalised. In this Conference on “Research in Income and
Wealth”, “two papers presented by Conrad and Meyer, one on methodology and the
other on the economics of slavery, provided a pseudo-manifesto for the Cliometrics
movement” (Milonakis 2006: 281). Although, in the first place, the historical element
was considered improper in the formulation of abstract (neoclassical) principles,
hereafter, through the cliometrics revolution, mainstream economics has reshaped the
role of history rendering it a simple testing ground mechanism for the application of
its transhistorical principles. This is the first manifestation of a new trend in economic
science that, after Becker (1976), came to be known as economic(s) imperialism (Fine
2002). Ashworth’s ([1958] 1971: 210-211) comment in 1958 seems to be prophetic:

Quantitative analysis has greatly enlarged and clarified our understanding of
economic change and represents a gain that should never be thrown away. But
those whose training is confined to it have very serious limitations.
Economists using historical statistics have made sorry blunders for lack of the

historian’s habit of criticizing his sources. They have taken figures at their face

% For a systematic review of homo economicus and economic methodology see Drakopoulos (2016: ch.
3).

% Rostow for example identified the area of take-off with the British industrial revolution, and the age
of mass consumption with the postwar American economic development. His analysis is criticised as
one-sided since his model does not apply to the Asian and African countries as events in these
countries are not identified in any stage of his model.

%0 Coats ([1966] 1971: 332) notes with profundity that: “Those who study history in the hope of
relieving present discontents are apt to distort the past”.
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value without considering by whom, in what circumstances, by what methods

and for what purpose they were compiled.

Thus, economic history was reunited with economic theory through economics
imperialism; an embrace that was based on clear neoclassical ontological tenets and
had as its battering ram the epistemological enfoldments as expressed by model
building and the excessive ‘mathematisation’ of economic theory. The importance of
this new phenomenon is enhanced by cliometricians’ passion to reunify economic
theory with history, as opposed to the ‘older economic historians’ who, according to
them, had broken this organic linkage.** In spite of Fogel’s propagandistic stance,
cliometricians promoted the re-fusion of theory with history in their own
(neoclassical, quantitative, econometric) way, not by upgrading the role of the
historical element as such, but by downplaying the role of economic history proper. In
this way they impoverished its content transforming it into a barren verifying
mechanism of the theory’s abstract principles.”? The abstractness of these doctrines
impelled cliometricians to ignore (or at least to downgrade) the role of the social and
institutional environment. Such negligence inevitably led cliometricians to adjust the
available historical facts to fit with their a priori ontological hypotheses. Solow’s
(1985: 358, emphasis added) comment is pertinent:

Moreover, all narrowly economic activity is embedded in a web of social
institutions, customs, beliefs, and attitudes. Concrete outcomes are indubitably
affected by these background factors, some of which change slowly and
gradually, others erratically. As soon as time-series get long enough to offer
hope of discriminating among complex hypotheses, the likelihood that they
remain stationary dwindles away, and the noise level gets correspondingly
high. Under these circumstances, a little cleverness and persistence can get
you almost any result you want. | think that is why so few econometricians
have ever been forced by the facts to abandon a firmly held belief.

* The title of the paper, written by one of the leaders of the cliometric revolution and Nobel laureate
Robert Fogel, ‘The Reunification of Economic History with Economic Theory’ (1965), is indicative.

*2 postan ([1939] 1971: 133) had already noted before the explosion of the ‘cliometric revolution’ that
“the prevailing tendency among economists is to believe that, having arrived at a conclusion by a long
and complicated series of deductions from original propositions, they can proceed to verify it on
historical and statistical facts”. And for Habakkuk (1971: 307), “But in the main, history was used by
economists, when they used it at all, to illustrate theory”.
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For McCloskey (1986: 67), “The rhetoric of statistics misleads the econometrician
into thinking that by running a hyperplane through his beliefs about the statistics he is
subjecting his beliefs to ‘test’. But he is not testing them, as he can understand by
recognizing how insignificant are his tests of significance, but expressing them, telling
them, fitting them to the crude facts, in a word, stimulating them”. As Mathias ([1970]
1971: 370) puts it, cliometricians ‘“as missionaries, [are] carrying the gospel into
strange lands, proclaim the message that economic history is newly united to
economic theory”. But the ‘evangelic’ content of their message which was directed
mainly towards the ‘old economic historians’, is limited to the purely simplistic order
‘believe in a formalised version of economic history or I wanna kill you!”.** All in all,
this has led to a monolithic unification of ‘economic history with economic theory’
through the colonisation of the former by the latter. Thus, if in Ashton’s rhetoric the
linkage between economic theory and economic history should be strengthened, in
Fogel’s work, economic theory colonised history. The epistemological developments
in (neoclassical) economic theory’s corpus — and the subsequent transformations in its
language - brought about both the extensive use of econometrics in history and boar a
totally new relationship between economic theory and history (Cesarano 2006: 448).
As Le Roy Ladurie (1981: 26-27) has noted, “Clio had stolen the clothes of the social
sciences while they were bathing, and they had never noticed their nakedness [...]
History was, for a few decades of semi-disgrace, the Cinderella of the social
sciences”. Generally, in cliometric literature, economic theory has thoroughly
penetrated economic history, but in very limited (and secondary) areas has historical
element influenced economic theory (Lie 2007: 5). For Solow (1985: 330):

As | inspect current work in economic history, | have the sinking feeling that a
lot of it looks exactly like the kind of economic analysis | have just finished
caricaturing: the same integrals, the same regressions, the same substitution of
t-ratios of thought [...] Far from offering the economic theorist a widened
range of perceptions, this sort of economic history gives back to the theorist

the same routine gruel that the economic theorist gives to the historian.

* This phrase is taken from Emmanuel Rhoides (1836-1904), one of the most prominent Greek
novelists, who noted in his major work The Pappess Joanne, that the apostles of Middle Ages during
their efforts to persuade the infidels of godforsaken strange areas had as their eloquent message the
‘irresistible’ phrase ‘Believe me or I wanna kill you!’. Cliometricians behaved in a way analogous to
Christian apostles of Dark Ages since their message did not permit any other way of historising. In
much the same way that mainstream economics does not permit any other way of doing economics
than its own.
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In the mid-1970s Cliometrics had concluded its revolutionary circle. As Field
(1995: 1) notes:

The Cliometrics revolution is dead. By this | mean that the banners under
which new economic historians organized and made common cause with
technically oriented theorists, econometricians, and other applied economists
no longer have the ability to inspire revolutionary fervor (especially amongst

younger recruits) within economics departments.

However, its exclusive focus on abstract economic theory and quantification — with
the parallel exile of every social, political, institutional and cultural element — has
restrained its analytical depth, pushing Douglass North (cited in Milonakis 2006:
282), one of its early practitioners, to declare his disappointment with the results
Essentially, the cliometrics movement was constrained by its own epistemic choices
(neoclassical ontological premises, extravagant ‘mathematisation’, extreme version of
methodological individualism etc.), thus failing to promote an active dialogue
between (economic) theory and history. Theoretically, the irrevocable product of their
interaction was a one way relationship which amounted to a wvulgar form of

economics’ imperialism.

The main sources of criticism of its epistemic referrals came, first, from ‘old
economic historians’ or social historians (British Marxism, Annales etc.) who have
been calling for a more rounded economic history, integrating social, political and
cultural elements; and, secondly, from economic historians inside the neoclassical
who are referred as newer and newest economic historians (Milonakis 2006: 282).
And if the former were related more with social (rather than economic) history, the
latter were dissatisfied with neoclassical theory’s epistemic weaknesses as applied to
economic history and, while not rejecting the mainstream economic paradigm, they
attempted to transform it. All these (neoclassical) approaches, first, share the belief
that the role of institutions is crucial in historical evolution, and, second, they doubt
the main cliometric idea that the totality of neoclassical assumptions is completed
transhistorically. Be that as it may, these rapprochements, despite their adherence
either to the role of information asymmetries or that of institutions, maintain the
neoclassical economic theory’s ‘hard core’ — the assumption of rationality, the use of

abstract models and methodological individualism — totally untouched.

[43]



Cliometricians, as neoclassical economists, hold the view that “to be able to
understand social phenomena, we need to understand individual actions” (Marangos
2003: 215).

The first wave of criticism within Cliometric economic history came from
‘new information economics’ of Stieglitz and Akerlof. Their contestation of the
perfect information assumption rendered a new approach to economic history, what
has been called newer economic history.** Newer economic historians like
Lamoreaux, Temin, Greif, and David believe that the development of both institutions
and of economic policies is to be explained through the existence of market
imperfections, rooted in the asymmetric distribution of information. These economic
historians, despite relaxing the assumption of perfect information, did not touch the
main (neoclassical) ontological premises, such as rational choice, (im)perfect
competition, equilibrium, etc. Their progressive and liberal view of history has pushed
them to undersign the transhistorical nature of neoclassical epistemic references. A
similar way of criticism was also developed by the newest economic history, and more
specifically, with the work of Douglass North, Nobel laureate of 1993. North
attempted to utilise the main new insititutionalist notions, such as transaction cost,
asymmetries in competition and in information, in conjunction with a discernible
theory of ideology and state. North’s epistemological contribution lies in his view that
institutions reduce transaction costs and “provide the organizational foundation for
production and exchange” (Marangos 2002b: 484) His inception has inevitably
brought a sense of ‘eclecticism’ in its epistemological schemes promoting a new
phase in economics imperialism (Theotokas 2003: 21-25; Fine and Milonakis 2009).
In the neoclassical paradigm’s modified version, promoted by North, not least, though
not exclusively, through his Structure and Change in Economic History (1981),
despite the inarticulate referrals to institutional, ethical and ideological factors, the
individualistic rational choice remains the raison d’ étre of his account of historical
evolution. Thus, his approach, despite many references to structural and collective
factors, reflects a pure methodological individualism even in the way that structural
environment is perceived: firstly, as something that is sublimely external to human

action; and, secondly, as something that only bounds this action as evidenced by their

* The term ‘newer economic history’ was firstly penned by Fine (2003:105-136) and was further
elaborated by in Milonakis and Fine (2009a).
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reductionist employment by North as mere ‘constraints’ on individual action
(Marangos 2002b; Fine and Milonakis 2003; Milonakis and Fine 2007). Thus, North
clearly separates agency from structure. He does not develop a dialectical relationship
between them but promotes instead a simplistic and old hat maximisation under
constraints (institutions act as constraints in relation to human agency). His argument
is consistent with his methodological individualist, rational choice and comparative
statics approach (Milonakis 2006: 286). North seems to apprehend only the first side
of what Giddens (1976; 1979; 1984) has called the epistemological scheme of the
duality of structure, and seems to ignore the other (reverse) side, that of the
‘activating’ role of structures and the posture that they represent the product of human
agency. Lloyd (1986: 235-236) is right when he notes that North’s analysis “would
have been improved if he had abandoned the neo-classical individualist remnants left
within it and developed the structurationist elements that are implicit there”. North’s
general epistemic pillars, the neoclassical ontological assumptions, his belief in a
Hobbesian notion of the state, his theory of ideology and of property rights, did not
help in promoting the (organic) linkages between economic theory and history given
the transhistorical content of the latter, but has instead opened the way for a new

(covered) phase in economics imperialism.

Generally, static and timeless rapprochements, like that of the neoclassical
economic paradigm, are inappropriate for the theorisation of the economic past due to
their failure to incorporate the role of time and change in the analysis. What is
necessary is a theory with a dynamic character, which will contain a sub-theory of
transformation, in order to come to terms with the transitory periods in historical
evolution. Such a theory ought to be ‘realist’, ‘critical’ and ‘modern’, namely a
histoire raisonnée, SO that it can explain the deeper (and dynamic) processes of the
multifarious economic past. In sum, “History is theory. Or rather the only economic
theory that can possibly be valid is a theory of economic history” (Wallerstein 1991:
174).

1.5 Theory in history: a comment

The use of theoretical schemas was for centuries an unthinkable epistemological
practice in historiography. The early pioneers of ‘narrative history’, or histoire

evenementielle, as Francois Simiand and Paul Lacombe called it (Braudel 1972: 20-
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21), represent the first formal (mainstream) paradigm in historiography during the
first decades of the nineteenth century that brought about pregnant epistemic
enunciations. Ontologically, Leopold von Ranke’s famous (but woolly-headed) phrase
‘wie es eigentlich gewesen” — to show as it had really been - jointly with its
‘philosophically’ shallow epistemological counterpart, of ‘letting the facts speak for
themselves’, had produced a specific (epistemological) outline for the conquest of
historical truth. Such epistemic choices had pervaded the paradigm’s ‘hard core’
providing a positivistic perspective according to which the knowledge of the
economic past is tantamount as the sum summarum of all sense observations
(Topolsky 1983: 34).

The adherents of such epistemic positions promoted a plain empiricism in history
according to which, “all knowledge is reducible to atomic propositions that
correspond to discrete impressions, sense data and the like” (McLennan 1981: 30).
Focusing on the nature of facts and the concomitant primacy accorded to sense
experience, they promoted the view that knowledge is to be derived by human senses
only, and not by the use of any (abstract) theoretical schema, ‘legitimatising’ in this
way a (narrative) political version of history (‘political history’). This drift in
historiography’s history was in reality favoured by a dual process: initially, by the
general opening of state archives, which was a revolutionary act in the early
nineteenth century; and subsequently by the (methodological) legitimation of a
royalist methodological individualism, which promoted the ‘narration’ and accorded
analytical primacy to the deeds of ‘great men’ (kings, princes, generals etc.).* Such a
conception was superficial inasmuch as the mere focusing on historical reality’s
surface fermentations did not permit the historian to comprehend the deeper socio-
economic operations. Thus, the ‘mainstream historiographical paradigm’ remained
descriptive, without any interpretative and analytical depth, being substantially an
unfolded form of ‘narration’. So, the general ‘scientific inflorescence’ recorded in the
‘long’ nineteenth century does not manage to penetrate historiography (Hobsbawm
1999; Iggers 1991). Historiography, despite its early ‘academisation’ in the early
nineteenth century, had lapsed into intellectual disrepute, being based on Rankean

(narrative) epistemic premises. This narrative type of historiography contrasts sharply

** The Scottish historical school does not represent an official historiographical scientific troop. Most of
Scottish thinkers were either moral philosophers (like Smith, Hume, and Ferguson) or lawyers (like
Millar and Stewart).
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with the ‘philosophical history’ of Scottish Enlightenment, the adherents of which,
despite their asthenic relation with the notion of ‘fact’, had attempted to perceive
reality in deeper and more holistic terms.*® As Le Goff (cited in Callinicos 1995: 44)
points out, the ‘narrative historiographical paradigm’ resembled “a theatre of
appearances masking the real play of history, which takes place behind the scenes and
in the hidden structure where it is necessary to go to detect, analyse and explain it”. In

Sombart’s words (1929: 1):

The erroneous conceptions prevalent among historians spring from a
misunderstanding of the correct relationship between theory and history. They
rest on the mistaken idea that history can be approached without theory; and
occasional attempts are even made to banish all theory from the investigation

of historical reality.

The hermeneutic inadequacies of the ‘narrative historiographical paradigm’ pushed it
into an intellectual crisis, which has been eloquently described in the eleventh edition
of Encyclopedia Britannica (1910). This celebrated edition described the necessity for
an approach to history systematically different from the classical Rankean one
(Hobsbawm 1999: 96).*

Evidently, the finite ‘perceptual’ spectrum of human senses, and the
consequent stringent framework of empiricism, renders the use of theoretical schemas
indispensable. These schemas have to move beyond the narrow range of sense
tracings without decomposing them, in order to perceive the deeper fermentations of
historical reality. The use of general theoretical schemas is impregnable since each
historical fact is theoretically charged.*® Therefore we cannot render its content justly
by its simple indication, as von Ranke called us to do back in 1825.* Our sense

* As Harrison, Jones and Lambert (2004: 38) point out, “the archives of the state and federal
governments and the collected papers of prominent political leaders provided the most easily
documentary material”.

*" As Hobsbawm (1999: 84) notes, the new approach “has moved away from description and narration
to analysis and explanation: from concentrating on the unique and individual to establishing regularities
and to generalization”. In a sense the traditional (Rankean) approach has been turned upside down.

*8 Carr (1990: 12) points out that: “The belief in a hard core of historical facts existing objectively and
independently of the interpretation of the historian is a preposterous fallacy, but which is very hard to
eradicate”. Furthermore, he continues: “when we take up a work of history, our first concern should not
be with the facts which it contains but with the historian who wrote it” (22-23).

* As Little (2010: 6) rightly points out, “Historical data do not speak for themselves; archives are
incomplete, ambiguous, contradictory and confusing”. The mere aggregation of (unarticulated)
historical facts rather than producing a rendition of a coherent narration, produces instead an
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experience is clearly dependent on a theory and on related existential perceptions.
Therefore, everything that is recorded in our perceptive spectrum is subject to a
specific system of theoretical assumptions. Thereby, each fact, being a reflection of
wider analytical category, like that of State, Law, Economy, Religion, Arts, Science,
has to be related with the general rubrics to reproduce an even greater analytical

relational category, that between theory and history.

Essentially, the developments in historiography during the ‘long nineteenth
century’ prepared the territory for the disjunction between abstract economic
reasoning and history, but this was not the sole source of the total rejection of
economic theory for the interpretation of the economic past. The disallowance from
the side of economic theory has to be placed in the context of the ‘transition from
political economy to economics’. This transition was prepared by the dominance of
Ricardian economics, and is tightly connected with the extensive use of static analysis
associated with the doctrine of rationality and later on the ‘mathematisation’ of
economic theory. It inevitably downgraded issues of economic dynamics (e.g. issues
of economic development) and excluded the social and historical element from
economic analysis (Milonakis and Fine 2009). Economic history is naturally related
with issues of economic development. As Goldin (1995: 207), points out, “in
economic history the questions typically concern how whole economies have
developed, why some grew while others did not, and what the consequences of
economic growth have been”. The structural transformation in economic science (and
the subsequent emergence of neoclassical economic theory) deprived economic
historians from the potentiality to borrow, use, and transform economic theory’s
abstract schemas. Typically, neoclassical economic theory answers different questions
which are connected with a different ontological framework, namely a static and not a

dynamic one. Ashworth’s ([1958] 1971: 206) lengthy comment is indicative:

unsystematic chaos of accumulated material. Therefore, the use of a coherent theory is necessary for
both the organisation of the available data and the subsequent selection of the more appropriate facts.
Bloch (1953: 64) also demonstrates the indispensability of general theoretical schemas when he notes
that, “In the beginning, there must be a guiding spirit. Mere passive observation, even supposing such a
thing was possible, has never contributed anything productive to any science”. In other words, for
Ashton ([1945] 1971: 170): “The data do not wear their hearts on their sleeves: it is only by selecting
and grouping them that they can yield a meaning. But (as others have said) as soon as the historian
begins to select his facts from the myriads available to him he becomes a theorist of sorts”.
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Consequently, originality in the development of theory was diverted to the
refinement of static analysis. This change in the central preoccupations of
economic theory was a partial abandonment of one of the liveliest traditions
within the subject, which had attained great intellectual peaks in Adam Smith
and Malthus. It deprived economic historians of what would have been
valuable guidance and encouraged them to neglect some of the most important
influences on economic change [...] It is only thirty years ago that Sombart
could argue (and make out a strong case) that the existing body of economic

theory was of no service to the economic historian.

Therefore the economic historians who either rejected (like the earlier British
historical school, and the reformist camp in economic history) or were disappointed
(like Clapham) with (neoclassical) abstract tools, produced a corpus of economic
history which had little relation to (abstract) economic theory. On the contrary, with
cliometrics, history’s status is clearly being downgraded into a simplistic verifying
mechanism of the theory’s principles. As Hughes (1966: 82) has rightly noted: “It is
the wedding of fact and theory that produce understanding, but facts chosen
specifically to fit the theory to be tested (the ‘imposition’ of the theory) will yield no

falsifiable, testable results™.

Essentially therefore, in spite of this negative scientific legacy, the use of
theory is crucial in organising and evaluating the available facts since the historian has
to develop a general theory of historical processes in order to select, ‘taxonomise” and
interpret historical phenomena. According to Rees (1949: 13), “the economic
historian must have some principles on which he selects facts and by means of which
he attempts to interpret their meaning”. Sombart’s (1929: 3) famous aphorism that
“theoretical training is the prerequisite to any scientific writing of history”,
crystallises the view that only a congenial and organic symphysis between theory and
history is the means for a coherent interpretation of historical phenomena. Facts attain
their true meaning exclusively through their interaction with a general theoretical
framework. The economic historian has to arrange his historical evidence in
conjunction with a general theoretic paradigm. Without such a priori intellectual
context his facts are drifting, solitary and meaningless atoms (Cipolla 1991: 55). If for
the political historian, political theory is crucial, and for the social historian, social

theory constitutes his guiding spirit, for the economic historian, economic theory is
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indispensable. It is self-evident that only through a coherent, general and vigorous
theoretical scheme can the typical economic historian be in a position to select,
coordinate and evaluate his facts. This is concomitant with Cipolla’s famous aphorism
that: “if a particular analysis, taking events of economic history as its subject, fails to
employ concepts, categories and paradigms borrowed from economic theory, not only
will it not qualify as economic history, but its findings are also liable to be highly
questionable”, showing how crucial the role of economic theory is (p. 7).
Substantially, economic theory’s importance lies in its taxonomic potentialities and in
its explanatory power.” These are sketched out elegantly by Ashton ([1945] 1971:
170) who notes that the former is, “the economic historian [who] like the fisherman,
needs a net, to help to separate those fish that may be marketable from those that may
as well be left in the sea [...] The men who make the special net for the craft are the
economists”. The necessity of economic theory does not imply any analytical priority
of theoretical schemas. The economic historian’s sense of historical intuition is as
important as his theoretical training. Or, as Solow (1986: 28) puts it, “the ability to
imagine how things might have been before they became as they now are”. In spite of
earlier economic historians’ repugnance to theory, in the modern historiographical
period, which is related to the rapture of the narrative historiographical paradigm,
the typical economic historian has to get hold of many of the economist’s concepts

(Ashworth 1971 [1958]: 214).
1.6 The way forward: the necessity of a new paradigm

The economic theory’s indispensability does not legitimise neoclassical theory

as a proper guide to history. To the contrary, the general spectrum of all neoclassical

%0 Economic theory’s importance is based on its property to discern regularities in socio-economic life.
It is this virtue which helps the historian to taxonomise his facts and put them under a ‘logical’ order.
Hence each theoretical schema provides a way of categorising and interpreting the available facts.
Facts cannot speak for themselves, they are always ‘theoretically charged’. Callinicos (1995: 92)
believes that the historian is called to choose between two alternatives, “[the] self-conscious adoption
of an articulated social theory and the tacit reliance on an unacknowledged theory”.

5! The crisis in the ‘narrative historiographical paradigm’ was already evident in the last quarter of the
nineteenth century when many of its epistemic premises were questioned. From the early decades of
the twentieth century the crisis turned into decline. We can put this decline in a threefold context.
Firstly, political, constitutional and religious history declined. This was associated with a remarkable
turn towards socio-economic history. Secondly, the prevalent explanations were now ‘in terms of social
forces’ raising new queries about the relation between historical events and explanation of individual
actions. Lastly the uncritical (Victorian) view of history as progress was contested (Hobsbawm 1999:
188-189; Bloch 1953: 25; Iggers 1999: 36-37). This open contestation of the narrative historiographical
paradigm raised theory’s role in history, rendering it a crucial component of historian’s interpretative
quiver.
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approaches to history has shown that mainstream economic theory cannot provide
answers to the most interesting questions relating to the economic past. What is
needed is a more rounded economic theory incorporating economic, social, political,
and cultural elements. The transition from ‘political economy to economics’
(Milonakis and Fine 2009) deprived the economic historian from a useful theoretical
corpus in as much as the exile of social, political and cultural element closed off the
possibility of a rounded and integrated economic theory within mainstream
economics. As Davis ([1965] 1971: 317) has noted:

Having explored the uses of economics as applied to history, we have
discovered that it does not explain anything of importance even in the
economic field; and more than this, we can see that much of what it cannot
explain falls within the sphere of other social sciences. It may be said that this

IS going beyond economic history.

The solution of course is not a ‘hand and foot’ rejection of economic theory
per se, but a search for a realist and historically sensitive general (social) theoretical
schema. As Habakkuk (1971: 314) rightly observes:

there are evidently a great many dangers in using economic theory to interpret
and explain the past. Many of these are not dangers that can be avoided simply
by refraining from the use of theory. Theory of some sort is implicit in even
the most rudimentary attempts to explain events. The great merit of making
the model explicit is that the assumptions can be argued about and, in some

degree, tested by the collection of additional data.
Dobb’s ([1946] 1963: 32) comment is also apposite:

It seems abundantly clear that the leading questions concerning economic
development [...] cannot be answered at all unless one goes outside the
bounds of that limited traditional type of economic analysis in which realism
is so ruthlessly sacrificed to generality, and unless the existing frontier
between what is fashionable to label as ‘economic factors’ and as ‘social

factors’ is abolished.

It is clear from the above that any attempt to delve deeper into the motors of

historical change has to strike the right balance between theoretical generalisation and
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historical particularity; or, to put it more epistemologically, between theory and
history. The final product of such an interaction is an amalgam of both ends and does
not accord any analytical primacy to either side, in-as-much as “empirical evidence,
even when gathered in pursuit of a research programme and in order to corroborate
certain hypotheses impose inescapable limits on all theorizing” (Callinicos 1995: 94).
Therefore, the role of ‘history’ is doubly crucial in the understanding of historical
phenomena: firstly, when the ‘historical element’ agrees with the theoretical scheme it
verifies its premises, and consequently reinforces historian’s reasoning, while,
secondly, when it disagrees with its conclusions it limits its generality, being an
intellectual frontier to the theory’s expansionism. Such a perception is moving away
from analytical monism which is the Trojan horse for theory’s imperialism (Landes
1994: 653; Lazear 2000: 107; 134). History has to go manus in mano with theory, but
the historical element itself has to function as the ‘bob’ in theory’s reductionism. It
has to set clearly defined limits to its abstractionism. Theory is indispensable to
historian’s reasoning, but every theoretical schema has to be historically orientated.
For Rostow (1957: 512-513), “However much the historian may be (consciously or
unconsciously) guided by abstract conceptions, his profession requires that, for a
considerable portion of his working life, he pour over data, sort out reliable from
unreliable sources, and (whatever the philosophical ambiguities) assemble facts”. Ad
addendum, according to Bloch’s (1953: 28) famous quote, history is “the science [...]
of men in time”. For him, “the historian does not think of the human in the abstract.
His thoughts breathe freely the air and climate of time” (p. 28).°* In direct
contradistinction, mainstream economic theory’s concepts such as homo oeconomicus
are pure and timeless abstractions. The historian is concerned with people in all their
biological, psychological and social complexity. They are real people with “passions,
appetites, affections, moral and religious sentiments, family feelings, aesthetical
tastes, and intellectual wants” (Cliffe Leslie, cited in Koot 1987: 41). Therefore,
historical time is crucial to the understanding of societal processes. History is
evidently related to the disruption of uniformities. It is explicitly associated with the
unique or with the sui generis. Or, as Marx and Engels ([1844] 1975: 93, emphasis
added) put it:

52 Braudel (1987: 88) in effect reproduces Bloch’s view when he notes, “Time is sticking in historian’s
consciousness as sod is sticking in gardener’s spade”.
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History does nothing: it ‘does not possess immense riches, it does not fight
battles’. 1t is men, real living men, who do all this, who possess things and
fight battles. It is not ‘history’ which uses men as a means of achieving, as if it
were an individual person, its own ends. History is nothing but the activity of

men in pursuit of their ends.

History’s role is to test the reflections of theoretical schemas. Although such a
perception of historical reality calls for history’s upgraded role, this does not render
economic theory redundant. Callinicos’ (1995: 109) comment is apposite, “The point
Is, once again, that general theories of history and concrete historical inquiries are
dependent on, and irreducible to, one another”. The dialogue between theory and
history is dialectical, perpetual and unremitting and each side both enables and
constrains the other. This dialogue is attained through the operation of historical
criticism. The critical evaluation of sources, despite its self-evident contribution in
making historiography reliable, as Elton (1967: 86) notes, provides the essential
linchpin between abstract theoretical reasoning and the mere aggregation of available
facts. Between the collection of documentary sources and their interpretation lies an
interlude, that of historical criticism. According to Cipolla (1991: 30-31), historical
criticism is accomplished through four (discernible) stages “(1) deciphering texts; (2)
interpreting their substance or content; (3) confirming their authenticity; and (4)
ascertaining how reliable they are”. The second stage, of interpreting, is explicitly
related to the historian’s theoretical attitudes as long as each historical fact is
theoretically charged. Brandley (cited in Callinicos 1995: 75) notes that “in every case
that which is called a fact is in reality a theory”. Such a process promotes not only the
connection between theory and history but also a critical theory of history, namely a
histoire raisonnée, supporting both the critical facts’ perception and the living
dialogue between theory and history. Sombart (1929: 3) has described eloguently the

way of theorising the economic past:

In other words, the writer of history who desires to be more than a mere
antiquarian must have a thorough theoretical training in those fields of inquiry
with which his work is concerned. | need not add, of course, that he must be
adequately equipped for handling his own subject, must be skilled in the
technique of his craft, and in particular must have knowledge of sources and

ability to criticize them.
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The knowledge (and the ability) to criticise are clearly related to historian’s own
theoretical training. Theory is the (sole) way of transforming facts into evidence, as
the facts that are gleaned out from documents’ indexing are transmuted to evidence
only through their seating in the context of the historian’s theoretical framework. As
Jenkins (2004: 60) points out, “Evidence, therefore, as opposed to traces, is always the
product of the historian’s discourse simply because, prior to that discourse being
articulated, evidence (history) doesn’t exist: only traces do (only the past did)”. Facts
start to speak for themselves only through their connection with a clearly defined
theoretical corpus; namely under specific ontological, epistemological and

methodological perceptions.

To conclude, in attempting to interpret the economic past, economic theory
and economic history comprise an organic whole. As McCloskey (1976: 64, emphasis
added) notes, “since economics and economic history have the same tastes and
technology and endowments they have no basis for trade. Economically speaking they
are the same country”. Their instrumental and relational unity under a mutual
epistemic ‘hard core’ constitutes the necessary precondition for accounting for both
the dynamic and structural processes in historical time and for the more static
conditions of social reproduction. This histoire raisonnée can be produced by the
constant dialogue between problems, hypotheses, assumptions, sources,
interpretations and imagination. Our theory of history outside its general theoretical
schema, in order to perceive society’s perennial characteristics, has to be made
historically specific, a fact that both tests and qualifies theory’s expansionist
tendencies. As Hicks (1969: 3) puts it, “every historical event has some aspect in

which it is unique”.
1.7 The structure of the thesis

The 2008 financial crisis has brought about considerable economic, social and
political implications rendering the question ‘What about economics?’, an issue of
eminent importance. The twin problem of debt crisis and financial fragility make the
economy extremely vulnerable to potential shocks (Argitis and Nikolaidi 2014). The
a-historical and timeless nature of neoclassical economics did not allow it to predict
the crisis which thus appeared to mainstream economists as a shaft in a cloudless sky.

The crisis bears evidence to the view that what is needed is a total reversion from the
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autistic form of economics to a more embracing and rounded political economy based
on the close bond between economic theory and economic history. As Fine and
Milonakis (2012) argue, the importance of political economy for the future of

economic science is vigorously argued for.

The aim of this thesis is to re-evaluate the relationship between theory and
history by turning back to the classical era in political economy. Truly, the main
representatives of the classical tradition wrote when political economy was a unified
social science. Indeed, for most classical writers, chiefly for Smith, Mill and Marx,
political economy was the science of society and as such it was regarded as closely
connected with history. The thesis researches this tradition by paying attention to how
classical writers used the historical element as an integral part of their economic
analysis. This thesis is constructed around four distinct essays. Each of them is
associated either with Adam Smith or with Mill but makes an independent research
contribution to the thesis. The selection of both Smith and Mill is neither accidental
nor preordained but is seated upon a twofold framework. The first one is the bulk of
material. For instance an incorporation of additional writers requires a second thesis to
include them. Additionally the work of both Smith and Mill is deeply sophisticated
and is connected with the ‘core’ of the thesis. They extensively used the
methodological and historical element in their economic theory and rendered it of
prime importance in analysing economic phenomena. Furthermore, Smith’s writings
represent the opening up of the classical era while the Millian work constitutes the
closure of this voluminous era. It remains to subsequent literature to fill the gap of our

research programme. In regards to the thesis:

The first essay traces the intellectual and philosophical movement from the
Scottish historical school to Adam Smith’s theory of history. It examines the tradition
of Scottish historicism by illustrating the main tenets of the Scottish theory of history.
It supports the view that the methodology of the Scottish historical school was highly
influenced by the Newtonian analytic-synthetic method which became raisonnée the
methodological raison d’ étre of its theory of history. The essay tries to show that
Adam Smith was a typical product of the Scottish enlightenment, sharing the
potentialities and the weakness of his contemporaries. More specifically, Smith’s
philosophy of science is surveyed by paying particular attention to his celebrated

Essays on Astronomy (1795) in which he elaborates his views concerning the process
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of scientific progress. At the same time, Smith’s method is scrutinised, noting its
bonds with the Newtonian analytic-synthetic method. Furthermore, Smith’s bonds
with contemporary historiography are traced by examining his little known essay on
the History of Historians. The chief aim of the essay is to illustrate the epistemic
nature of his ‘theory of history’. It shows that the Smithian ‘theory of history’, which
was developed in his early writings, was a ‘core’ element of his economic analysis.
Our study supports the view that the Smithian ‘theory of history’ is an intricate
amalgam of conjectural, theoretical and narrative elements which are dialectically and

relationally interwoven.

The second essay explores Smith’s locus classicus as the foundation stone of
both economic theory and economic history. Smith, on top of developing the most
stalwart ‘theory of history’ among Scottish scholars, also used history under four
discernible ways in his Wealth of Nations. To begin with, there is a methodological
use of history in which Smith combines a kind of historical materialism together with
a progressive philosophy of history. Secondly, there is an illustrative use of history
which amplifies and elucidates his abstract theoretical schemes. In this way Smith
makes an extensive use of economic and social history and illustrates the
verificationist role of history in economic analysis. Thirdly, Smith incorporates a
theoretical usage of history through which history penetrates as an analytical element
of economic theorising. Through this use, history is rendered as the ontological
backbone of his theoretical reasoning. Finally, there is a fourth use of history,
according to which history is functioning as a substitute to abstract theorising. This
practice, despite its interesting enunciations, is propelled by the Smithian empiricism
and is frequently epistemologically controversial. At the same time, the aim of this
essay is to present Smith, in contrast to some readings, as an early economic historian.
Evidently, the Smithian economic history is characterised by analytical limitations
and historiographical weaknesses. However, the Wealth of Nations can be
characterised as a pioneering treatise of economic history. The essay examines how
Smith elaborated on historical data (primary and secondary), while it also surveys his

critical apprehensions around them.

The third essay examines John Stuart Mill’s ‘reconciliatory project’ which
accorded history an integral part of his economic theory. Contrary to David Ricardo,

Mill attempted to incorporate the historical element in his political economy. The
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paper presents the initial de-historicising of political economy through the work of
Ricardo and of post-Ricardians, and represents Mill as the most ‘Smithianist’ of post-
Ricardian political economy. Ipso facto, it surveys the heterodox tenets of the Millian
political economy, in which history really matters, and attempts to illustrate the role of
history in Mill’s voluminous work. First, it assesses Mill’s discussion on the
methodology of social sciences by paying particular attention to his celebrated
‘Concrete Deductive Method’. Second, it works out the Millian ‘Relativity of
Economic Doctrines’, according to which economic knowledge is relative to specific
historical and geographical contexts. Third, it spells out the Millian distinction
between the ‘Laws of Production and Distribution’ which is highly Saint-Simonian in
its epistemology. Through this distinction, Mill allows history to become an intrinsic
element of his economic theory. His view that the ‘Distribution of Wealth’ is a social
and historical act illustrates the necessity of incorporating theory with history. Fourth,
the essay examines Mill’s radical thoughts on economic policy, which distanced him

from post-Ricardians, while it pays particular attention to the Irish Land Question.

The fourth essay proposes a six-thematic approach to the relation between J.S.
Mill and history. The first is concerned with Mill’s interesting views on
historiography, especially through his collected essays on French History and
Historians. The second focuses on Mill’s philosophy of history by bringing to the fore
the role of progress. The third explores Mill’s theory of economic development, by
paying particular attention to the “Preliminary Remarks” of his Political Economy.
The third and the fourth themes are interwoven as they concentrate on Mill’s theory of
colonisation and his analysis of the ‘Stationary State’. These thematics illustrate the
difference between a stagnant economy and Mill’s liberal utopia which has not yet
been elaborated in the Millian bibliography. Finally, the sixth theme is associated with
Mill’s relation to historical evidence by paying particular attention to his ‘Art of
Verification’. The innovative fact of the six-thematic approach is that it provides
factual, theoretical and methodological data which illustrate connections between the

Millian political economy and history.
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Chapter 2

From Scottish Historicism to Adam Smith’s Theory
of History

[Aristotle’s ghost] freely acknowledged
his own mistakes in natural philosophy,
because he proceeded in many things

upon conjecture, as all men must do

Swift (1726), Gulliver’s Travels, p. 223
2.1Introduction

Adam Smith (1723-1790) is regarded as the founder of modern economic
thinking, his Wealth of Nations (1776) constituting the foundation stone of economic
science. Smith’s work was translated across Europe from early on, thus promoting the
dissemination of liberal economic ideas (Theocarakis 2013). Smith’s methodology
was eclectic as it embraced oppositional elements: “the empirical, the theoretical, the
institutional, the philosophical, the static, and the dynamic were all intermingled”
(Sowell 1994: 112-113). | would add to them the historical. The historical element, in
all its forms, is closely intermingled with all other elements and constitutes an integral
part of analysis. Indeed, as Milonakis and Fine (2009: 19) observe: “there is scarcely a
page of The Wealth of Nations where history and theory are sundered apart”. The
importance of history in Smith’s work is crystallised in the fact that Smith developed

an explicit theory of history which determines the full spectrum of his economic
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analysis. This theory, which finds its roots in the Scottish historical school, is decisive

in determining Smith’s economic theory, history and methodology.

This chapter attempts to investigate Smith’s theory of history by paying attention
to its central tenets. It proposes that the Smithian theory of history is the
crystallisation of his philosophy of science, as developed in his History of Astronomy,
of his analytic-synthetic method, which is highly Newtonian in its ontology, and of
his interesting historiographical views. The chapter is structured through three
sections. Section 2 presents the importance of history in the Scottish historical school
as developed by the majority of its representatives. Section 3 presents Adam Smith as
one of the most prominent members of the Scottish historical school sharing both its
virtues and its limitations. Smith was highly influenced by the ‘Scottish’ assimilation
of Newtonianism, which was diametrically different to the French one, while at the
same time developing historiographical views which lie in the ‘hard core’ of the
Scottish historical school. Section 4 explores the Smithian theory of history by
analysing its constituent tenets. It proposes that Smith’s theory of history consists of
three sub-histories: the conjectural, the theoretical and the narrative one. These
different types of (the use of) history are interrelated but granted Smith’s eclecticism
they also frequently contradict one another. The concluding section summarises the

aforementioned discussion and offers a liaison with Chapter 3.

2.2 The Scottish historical school

The Scottish historical school was a product of the period of the Scottish
Enlightenment. As Skinner (1967: 32) points out, “Of all periods of Scottish history,
the eighteenth century is surely one of the most striking”. In particular, the eighteenth
century is associated with the emergence of profound economic and political changes,
and with a general explosion of intellectual ideas. One of its intellectual products, the
Scottish historical school, despite its very recent recognition as such, is the most
astonishing crystallisation of this outburst (Holloway 1963: 157). The Scottish
historical school is the creation of specific historical fermentations and in certain
important ways shaped the content of the classical school of political economy
(Skinner 1990: 158). The necessity for economic growth, the demand for coordination
within an economy with specialised production, the questions concerning income

distribution and the role of government, were some of the key questions occupying
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economic discourse in eighteenth century Britain. These pressing economic questions
set the scene for the emergence of an intense intellectual climate, with the parallel
attempt to systematise the transitive economic and social conditions prevalent at the
time. David Hume’s (1932: 225) rejuvenation is indicative of this intense literary
process: “Really it is admirable, how many men of genius this country produces at
present!”.>® According to Dow et al (1997: 391) this intellectual environment,
associated with the Scottish Enlightenment, constituted both a direct reaction against
clerical dogmatism and a straight disposition to acquire knowledge through reason.
The Scottish historical school had a more or less direct influence upon a variety of
scientific disciplines, including political economy, philosophy, ethics, law, etc, while

its more crucial impact crystallised in the science of history.
2.2.1 The role of history

Naturally, there emerged among the Scottish scholars a need to understand and
interpret the nature of the social and economic processes prevalent at that time. One of
the main features of this quest, multi-disciplinarity, was a product of the need to
understand the historical evolution of these phenomena (Montes 2003: 732). History
played an important role in the revolution of ideas. This is why Skinner (1975: 256)
calls the period around the mid-eighteenth century the ‘Age of History’. At no other
age was there a similar intensive historical literature and criticism as in the course of
the eighteenth century when, in Thompson’s words (1942: 94), “everyone read and
talked history”.

The ‘Age of History’ (or the ‘Age of Reason’ in more modern terms) followed
the ‘Age of Erudition’ of the seventeenth century, which had changed the general
intellectual climate of the Middle Ages and had set the scene for the emergence of a
critical turn in historical writing. In the seventeenth century many discrete (but closely
interrelated) events prepared the ground for a decisive drift in historical scholarship.
Originally, this century provided a large amount of historical material since the
dissolution of the monasteries in England — under King Henry VIII — which was

>3 The representatives of the Scottish historical school were intellectuals of high encyclopedic calibre
and constituted the first scientific community of social scientists. As Walter Scott notes, they
comprised “a circle never closed against strangers of sense and information, and which has perhaps at
no period been equaled, considering the depth and variety of talent which it embraced and
concentrated” (cited in Skinner 1967: 32). Macfie (1955: 87) observes that “In spirit, aim, and conduct
they were citizens of the world, and they behaved as such”.
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accompanied by the pillage of monastic libraries, “had thrown upon the market vast
quantities of manuscripts and other documents which often could be bought for a
song” (Lambert and Schofield 2004: 3). Secondly, disciplines auxiliary to history had
emerged. Truly, the seventeenth century gave systematic and scientific form to
chronology, paleography, bibliography, archeology and numismatics (p. 7-9).>*
Thirdly, a factor that contributed to the stronger diffusion of scientific knowledge was

that publishing opportunities were varied.

However, the most important factor which contributed to scientific
advancement was that sciences in general — and historical scholarship in particular —
having been freed from the close embrace of politics, attained the necessary space to
develop independently. Naturally, therefore, this transitive period introduced a new
era in historical scholarship, which was cooperative in nature, while at the same time
inducing a generally critical spirit. The most representative figure of this trend was
Jean Mabillon who introduced positive criticism and proved “the honesty of sources
as well as the falsity of some” (Thompson 1942: 19).>> Mabillon developed rules and
innovative criteria for judging sources by comparing a great number of documents of
the same time, place and country. It is indicative that Lord Acton (1907: 460), in his

celebrated Historical Essays and Studies, observes that Mabillon:

belongs to the family of pioneers, and [...] is one of the best known names in
the line of discoverers from Valla [...] to Morgan [...] and although
disciplined and repressed by the strict reform of Saint Maur, he rose above all
his brethren to be, as an historian, eminently solid and trustworthy, as a critic
the first in the world.

It must be noted that despite its French origins, the spiritual fermentations of the ‘Age
of Erudition” were diffused throughout Europe and mainly in its northern part:

Belgium, Netherlands and Protestant England.*® The Glorious Revolution of 1688, by

% The discipline of numismatics is related to the study (or act) of collecting coins, paper money, and
medals. The first germs of this discipline are chronicled in England in 1829. The discipline had
borrowed its name from French numismatiques, itself a derivation from Late Latin numismatis, genitive
of numisma, a variant of nomisma (vopuoua) which means coin. For more information, see: Glyn
Davies (1996), Chronology of Money 1900-1919, University of Wales Press, Cardiff.

> Dom Jean Mabillon (1632-1707) was a French Benedictine monk and scholar, considered the
founder of both paleography and diplomatics. His locus classicus was De re Diplomatica, a pioneer
work in historical criticism which was dedicated to Colbert (Sellin 1927: 581).

% The milestone of such diffusion in Great Britain was the publication of The Annales of the Kingdom
of Ireland by four Masters (1612). The annals are mainly compilation of earlier archives but there is
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being “something besides a political change of vast significance and importance”,
changed the intellectual atmosphere of Britain as well (Thompson 1942: 42). In
England, the most representative figure of the ‘Age of Erudition’ is Thomas Madox
whose History and Antiquities of the Exchequer (1711) comprised the historical locus
classicus of this age and became a classic for the study of English mediaeval history.*’
Madox’s famous Prefatory Epistle, beyond being a comprehensive survey of sources,

is also an introductory dissertation on the nature and methods of historical criticism.

In addition, the eighteenth century witnessed the professionalisation of this
deep interest in the historical past. It is indicative that in 1724 King George | founded
for every university a professorship of modern history and modern languages
(Lambert and Schofield 2004: 8). On the other side, Thompson (1942: 94) notes that
during the eighteenth century, history was thought of as “an arsenal of facts with
which to bombard the ancien regime and bring about the desired reforms”. It was
unavoidable that social sciences like social theory and political economy which
emerged during this era were deeply influenced by the prevalent attitude towards
history. More specifically, history afforded invaluable information with regard to the
principles of human nature which was the subject matter of Moral Philosophy, the

mother discipline of both social theory and political economy.

Especially in Scotland this attitude was ultimately receptive. The Scottish
university system was highly productive in the eighteenth century and prepared
students who attained eminence in sciences (Morrell 1971: 159).°® History was an
inherent element of the Scottish general university education, being an issue of central
importance in the scientific discussion. As Dow (1987: 341) observes, in Scotland, “it

some original work in it. The chief compiler of this monumental work was Micheal O Cléirigh (c. 1590
— 1643) and was assisted by Cu Choigcriche O Cléirigh, Fearfeasa O Maol Chonaire and Peregrine O
Duibhgeannain (Cunningham 2010).

%" Thomas Madox (1666-1727) was a legal antiquary and historian, known for his publication and
discussion of medieval records. His major work was the History and Antiquities of the Exchequer of the
Kings of England (1711) (Harrison 2008: 147).

% The Scottish university system enjoyed a high reputation. Smith, in a letter to William Cullen,
notices that the Scottish universities were among the best at the time of writing. In Smith’s own words:
“In the present state the Scotch Universities, | do most sincerely look upon them as, in spite of all their
faults, without exception the best seminaries of learning that are to be found anywhere in Europe”
(Correspondence, Letter 143: 173-174). Especially, the University of Edinburgh, as the informative
study of Morrell (1971: 58) shows us, “achieved a notable preeminence in science which gained for it
the reputation of being the best university for science in Europe and in the English speaking world”. It
is noticeable that according to Thomas Jefferson the University of Edinburgh possessed “a set of truly
great men, Professors of the several branches of knowledge, as have ever appeared in any Age or
Country” (p. 159).
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was customary for the professors of physics and mathematics for example, to teach
the elements of their subjects, as being the most important part, and to do so by laying
out the historical development of ideas”. In the same spirit, Hopfl (1978: 32) notes
that in any academic dissertation in Scotland we anticipate a purely academic and
disinterested love for reconstructing and making sense of the past experience. There
was therefore, as Taylor (1956: 162) rightly observes, an intellectual impulse in
Scottish academic life, which kindled a zealous spirit of enthusiasm for the inquiry
into historical past in the Scottish universities.

On the other hand, despite some radical shifts in historiography, the late
eighteenth century was also characterised by narration and description as the writings
of the Scottish historical school testify. Smith, the leader of Scottish Historicism,

seems to have considered narration of primary importance. He notes in particular that

The facts which are most commonly narrated and will be most adapted to the
state of generality of men will be those that are interesting and important. Now
these must be the actions of men. The most interesting and important of these
are such as have contributed to great revolutions and changes in State and
Governments (LRBL, lect. xvii: 90).

Moreover, Lord Kames (cited in Skinner 1967: 37) observes that “Singular
events, which by the prevalence of chance or fortune excite wonder, are much relished
by the vulgar. But readers of solid judgment find more entertainment in studying the
constitution of a state, its government, its laws, the manners of its people”. Therefore,
the Scottish historical school was not an anti-narrative one, since a synthesis of
narration and historical criticism constituted the raison d étre of its radical views on
history. However, its history was totally different to the mainstream historiographical

paradigm which had one-sidedly focused on pure narration and description.

Generally, history’s importance is elevated in the writings of the Scottish
historical school as a distinctive theory of history — that of stages theory — established
a linkage between economic and social organisation (Skinner 1965: 1-2). The
historical factor was firmly embedded in the Scottish tradition of economic thought
and comprised an epistemological element of central importance in the writings of its
representatives (Campbell 1976: 183). The ‘art of history’ unified together many

different figures and represented a newly-established interest in the ‘natural history’
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of civil society (Skinner 1967: 33).> For the eighteenth century’s thinkers, history
was the great teacher of human experience. It is indicative that for Hume ([1777]
1985: 566, emphasis added) “history is not only a valuable part of knowledge, but
opens the doors to many other parts, [...] affords materials to most of the sciences”,
and “extends our experience to all past ages, and to the most distant nations”. Ad
addendum, in his Introduction to A Treatise of Human Nature (1736) Hume ([1736]
2007: 5) asserts that “As the science of man is the only solid foundation for the other
sciences, so the only foundation we can give to this science itself must be laid on
experience and observation”. Hence, the main ontological premise of this school had
been its belief that in studying any element of social phenomena (legal, political,
social or economic) it is necessary to go through two distinct stages of thought: the
consideration of antecedents and the study of present conditions. Smith and his
contemporaries had accepted Aristotle’s famous dictum that we can only understand
what presently exists by considering ‘the origins from which it springs’.60 Such a
profound emphasis on the past experience is a decisive feature in their economic texts.
Hume in particular, in his celebrated Economic Writings, attempts to incorporate the
economic element into a broader science of human experience, at the centre of which
stands history. At the same time, Smith develops a specific theory of history in order

to understand the function of economic phenomena in his Wealth of Nations.

In fine, the history of the Scottish Enlightenment is in toto different to the
orthodox or ‘vulgar’ history of the eighteenth century which was basically concerned
with particulars rather than universals (Skinner 1967: 46). More specifically, the
representatives of the Scottish historical school had accepted the necessity of narration
but had rejected the orthodox view that the study of history necessitates a great
“concentration of facts and singular events” (Skinner 1965: 3). They had promoted a

theoretically-informed history consisting of analytic generalisations and abstractions.

2.2.2 The Newtonian legacy and ‘Scottish’ Newtonianism

> The Scottish historical school was pluralistic in its nature. For instance, Lord Kames and John Millar
were the most influential legal minds of their time, David Hume was a profound philosopher and
historian, William Robertson was an exceptional historian, Francis Hutcheson was the father of
modernity in history, Adam Ferguson was a great sociologist, Dugald Stewart was an eminent
economist, and Adam Smith a profound moral philosopher and political economist.

% Aristotle notes in his Politics (Book I, 1252a) that “If you consider the state — or anything else for
that matter — in relation to the origins from which it springs, you will arrive at the clearest
understanding of its nature”.
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Essentially, therefore, such a view of history is influenced by general
fermentations prevalent in natural sciences. At the same time, the seventeenth century
bequeathed upon both natural and moral sciences Newton’s revolutionary
methodology and epistemology. Newton’s work, being the foundation stone of the
‘Age of Reason’, was highly respected by Scottish intellectuals and shaped the
general academic climate of the age (Montes 2003: 724; 2008: 569).°* The chief
element of this influence is Newton’s analytic-synthetic method. Newton’s own
methodological stance is summarised in his most explicit reference upon method, that

of ‘Query 31’in his Opticks. This reference is worth citing verbatim:

The Investigation of difficult Things by the Method of Analysis, ought ever to
precede the Method of Composition. This Analysis consists in making
Experiments and Observations, and in drawing general Conclusions from
them by Induction, and admitting of no Objections against the Conclusions,
but such as are taken from Experiments, or other certain Truths. For
Hypotheses are not to be regarded in experimental Philosophy. And although
the arguing from Experiments and Observations by Induction be no
Demonstration of general Conclusions; yet it is the best way of arguing which
the Nature of Things admits of, and may be looked upon as so much the
stronger, by how much the Induction is more general. And if no Exception
occur from Phaenomena, the Conclusion may be pronounced generally. But if
at any time afterwards any Exception shall occur from Experiments, it may
then begin to be pronounced with such Exceptions as occur. By this way of
Analysis we may proceed from Compounds to Ingredients, and from Motions
to the Forces producing them; and in general, from Effects to their Causes, and
from particular Causes to more general ones, till the Argument end in the most
general. This is the Method of Analysis: And the Synthesis consists in

®1 Montes (2008: 564) informs us that, “There is evidence that Scottish universities were not only
prominently Newtonian, but also instrumental in establishing Newtonianism in Britain”. Furthermore,
it is indicative that James Gregory and his nephew David Gregory, both Newtonians in spirit, “were
instrumental in forming generations of eximious mathematicians that helped to spread Newton’s early
reception” (p. 564). Colin Maclaurin was, according to Wood (2003: 102), “the most capable and
energetic exponent of Newtonianism working in Scotland, if not in Britain, during the first half of the
eighteenth century. He helps not only to consolidate the Newtonian hold of Scottish academe, but also
to create public science in the Scottish Enlightenment”. Adam Smith had been highly benefited from
Maclaurin’s sophisticated interpretation of Newton (Montes 2003: 723). His late biographer notes that
“Maclaurin was the outstanding exponent of Newtonian science in his time, and his sequence of course
must have been approximated at Glasgow [...] It must be emphasized, of course, that Maclaurin went
far beyond his Glasgow colleagues in his comprehension of Newton” (Ross 1995: 56).
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assuming the causes discover’d and establish’d as Principles and by them
explaining the Phaenomena proceeding from them, and proving the
Explanations (Newton [1704] 1730: 404-405).

Newton’s analytic-synthetic method had a more profound impact in Britain — and
mainly in its Scottish part — than that of Descartes, who had dismissed the side of
analysis.®> Descartes, by superseding the indispensable role of analysis and by
believing that all values (natural, moral, and historical) are quantitative, of fixed
estimation and of invariable operation, promoted a highly abstract and generalised

view of historical processes.

However, history is a deeply genetic process of change and transformation and
is never a succession of fixed (or predefined) patterns. Therefore, Newton’s analytic-
synthetic method, being of a higher interpretative depth, was more apposite. Its
ontological content is crystallised in Hume’s words who reminds us that social
scientists proceed from particular instances to general principles and they “still push
on their enquires to principles more general, and rest no satisfied till they arrive at
those original principles, by which, in every science, all human curiosity must be
bounded” (Fiori 2012: 415). In vivo, Newton’s method attained its apogee in Adam
Smith. Smith had been adequately educated in Newtonian science (Cohen 1994: 66).
It was Newton’s methodological influence — through his analytic-synthetic method
and his acknowledgment that scientific progress is an open-ended process — which had
contributed to the development of Scottish moral philosophy (Montes 2008: 566).%
Wightman (1975: 60) suggests that Newton’s theoretical system had already been
influential in Great Britain “half a century before Adam Smith could have made his
judgment and, a fortiori, before he showed himself to have a pretty good idea of its
nature”. Therefore, there is recorded a mutual interaction which had been extremely
fruitful. Not only were Scottish scholars early advocates of Newtonianism but, more
importantly, the Scottish Enlightenment, through the Scottish historical school,

provided a special intellectual framework for assimilating and applying diversified

%2 Redman (1993: 221) believes that “Scottish universities accepted very early Newton’s achievements
as superior to the rival Cartesian philosophy”. Essentially, Newtonian physics was taught at Scottish
universities during Smith’s lifetime and its influence upon him seems to be self-evident.

% Wood (2003: 107) recognises that “the Newtonian corpus shaped the pursuit of the human sciences
in the Scottish Enlightenment to a far greater extent than is often recognised”, and according to Fiori
(2012: 414) Newtonianism was largely influenced by the intellectual debates of the Scottish
Enlightenment.
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approaches to Newton’s revolutionary ideas. For instance, David Hume, one of its
major exponents, comments that Newton was by far the greatest and rarest genius that

ever arose in human philosophy (Ross 1995: 101). In Hume’s own verba:

While Newton seemed to draw off the veil from some of the mysteries of
nature, he showed at the same time the imperfections of the mechanical
philosophy, and thereby restored her ultimate secrets to that obscurity, in
which they ever did and ever will remain (History of England, Chapter LXXI:
480).

Essentially therefore, Montes (2003; 2008) is right in his belief that the adoption
(and adaption) of Newton’s ideas is in toto different in Scotland in comparison to
other countries of Europe and especially in its francophone part. However,
Newtonianism, as part of an intellectual revolution, cannot be separated from other
fundamental and momentous debates like the critique of contractual theories,
especially the Hobbesian one and Montesquieu’s historical teachings (Fiori 2012:
414).%* Montesquieu’s work, in particular, was highly influential in Scotland. In spite
of being Cartesian in its ontology it does not downgrade the importance of scientific
analysis. Montesquieu himself, in his Esprit of Laws, notes that the human world is
far from being so well governed as the physical one and that it does not conform to
exact laws as the physical world does (Fiori 2012: 417). Such a view is clearly related
to the wider ‘problem of historical change’, as Skinner and Wilson (1975: 7) call it.%
Montesquieu’s frequent references to historical events and facts show his profound
interest in historical past. His institutionalist and comparative method was highly
influential during the Scottish Enlightenment and had shaped the general framework
of its epistemic enunciations.®® Therefore, the interaction of Newton’s method with

other contemporary strands of philosophical thought produced a ‘Scottish’

% Hobbes in his Leviathan observes that it was bad reasoning that had plunged the European body
politick into chaos during the seventeenth century and notes that the only effective cure for this disorder
was the effectual enactment of a social contract, similar to, and as rigorous as, Euclid’s geometry
(Hampton 1986: 2-3).

® According to Smith’s late biographer, “The primary insight of the French author to which Smith and
his friends responded was that of the dynamism of law responding to human needs in varying and
historically changing social and economic environments” (Ross 1995: 121, emphasis added).

% Montesquieu’s study of laws and institutions illustrates his ontological belief that laws and
institutions “must be judged not by abstract principles but by their suitability to the circumstances of
the time” (Gooch 1913: 9-10).
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interpretation of Newtonianism which was more ‘empirical’ in its nature and more

historical in its methodology.

2.3 Adam Smith: a typical representative of Scottish historicism

Adam Smith should be considered as a product of these parallel intellectual
fermentations and as a typical child of his own times. He is a true Scot of the
eighteenth century as Macfie (1955: 86) calls him. It is indicative that Heilbroner
(1973: 261) insists that Smith “albeit a major shaping intellectual force” was
inevitably “a product of his time, sharing with it the limitations that seem to our age
so patent and so crippling”. This is why Clarke (1926: 349) warns us to view Smith in
the context of the mediaeval conditions prevalent in the eighteenth century’s
Nationalism and Mercantilism, and in relation to railroads, holding companies and
giant power. Smith, as a member of a multi-layered intellectual group, had been a
mighty intellectual figure.” It is not surprising then that Smith wrote about
metaphysics, natural history, ethics, political economy, astronomy, rhetoric,
jurisprudence and biology and had a perfect command of Greek and Latin languages
(Montes 2003: 732; Skinner 1975: 172).% His calibre had impelled Schumpeter (cited
in Wightman 1975: 45) to write that “it is hardly credible that The Wealth of Nations
and the Essays of Astronomy, so utterly diverse in subject matter could be the products
of the same mind”. In addition, for Skinner and Wilson (1975: 1):

Smith’s knowledge is particularly striking in a period where the division of
labour has enhanced the difficulty of mastering a wide range of subjects. We
know, for example, that Smith had an extensive knowledge of contemporary

work in the natural sciences and the arts.

%7 Clarke (1926: 359) notes that Smith’s “personal bent led him to amass a great array of facts, so that
he has been called the best informed man since Aristotle”.

% His interest on biology is striking. Skinner (1975: 172) observes that “It may be recalled that Smith
purchased the Encyclopedie for Glasgow University Library and that he personally owned the works of
D’ Alembert, Diderot, Buffon, and Maupertius”, and “The type of work done in biology by such
writers was particularly important, linked as it has been to the entrance of ‘historicism’ into the
European outlook in the late 1740s and 1750s”.
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Smith, as a child of the Scottish Enlightenment, thought of history as a crucial
ingredient of his magna effort: to construct a general system of social science. He
produces a theory of history which had been the epistemic motif of his reasoning. This
theory of history has an array of influences. Initially, it is influenced by a specific
philosophy of science, as is defined in his Essays on Astronomy; secondly it is
inspired by the analytic-synthetic method, which although Newtonian in spirit, was at
variance with Newton’s method; and, lastly, it is animated by a specific theory of
historiography which is elaborated in his History of Historians and is presented in his
Lectures Rhetoric and Belles Lettres. Essentially, these influences constitute the

epistemic backbone of his theory of history.

2.3.1 Smith’s philosophy of science

Although Smith had not developed an unambiguously defined philosophy of
science, he had unfolded its spirit in his great Essays on Astronomy (1795) in which
he elaborates his views concerning the process of scientific progress.®® It must be
noted that Smith reached his main methodological and epistemic principles early on in

his career without fundamentally modifying them afterwards (Viner 1968: 323).

According to Smith, the cause of any scientific progress is the sense of
surprise which the scientist feels when an observed object does not fall into his
recognised theoretical pattern (HA, Section 11, § 9: 42). For Smith, the feel of surprise
is always followed by that of wonder. Wonder is defined as “the stop which is thereby
given to the career of imagination, the difficulty which it finds in passing along such
disjoined objects, and the feeling of something like a gap or interval betwixt them”
(HA, Section II, § 9: 42-43). Therefore, wonder involves a disutility or a sense of
discomfort, since it raises doubts in regards to the analytical adequacy of the
recognised theoretical pattern (Skinner 1972: 309; Lindgren 1969: 899). The
inadequacy of the theoretical pattern to locate the event in its premises is followed by
a revision of the accepted outlook and, “To the extent that this effort is successful,
confidence that our outlook will enable us to face the future with calm and tranquility
Is reestablished and wonder is diminished, if not eliminated” (p. 900). Therefore,

theory (or science) is modified as a response to the emergence of wonder; and if

% From Schliesser (2005: 698) we are informed that Smith had valued the Essays on Astronomy
throughout his life, whilst O’ Brien (1976: 135) regards it as a deeply impressive essay.
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wonder is persisting, the transformation of the recognised pattern is established and

imagination attains its final end.

Smith’s ‘history of science’ is that of ‘revolutions of philosophy’ as it shows
the dynamics of scientific problem-solving in which hypotheses or theories evolve in
a fairly regular sequence. Moreover, it crystallises that when the recognised pattern is
subject to a process of modification, irregularities conflict with the accounts and
predictions of the paradigm and are increasingly identified (Kim 2012: 805).
Therefore, the emergence, development, and decay of theoretical systems have,
according to Smith, an open-ended, typified sequence since:

a system is constructed with the aid of the imagination to provide coherence to
the appearances. As time passes, irregularities are discovered, and successive,
gradual modifications are introduced into the system or new phenomena are
discovered that lead to conflicting accounts or dissatisfaction. This makes it
likely that the system will be replaced by a new system, and so the process
starts anew (Schliesser 2005: 704).™

Essentially, therefore, wonder is the first principle which prompts man to science. For
Smith, science’s origins are rooted in the psychological desire to escape the sense of

disutility which is associated with the sentiment of wonder.”

To sum up, there are three discrete sentiments that determine every
epistemological process: surprise, wonder, and admiration. For Smith, Surprise is the
violent and sharp change that is produced upon the mind, when an emotion of any
kind is brought suddenly upon it (HA, Section I, § 5: 35); wonder is the uncertainty
and anxious curiosity excited by its singular appearance, and by its dissimilitude with
all objects he had hitherto observed (HA, Section II, § 4: 40);'? while admiration is
attained through the discovery of these real chains which Nature makes use to bind
together her differential operations (HA, Section IV, § 76: 105). According to Montes

(2003: 734), “Curiosity, intellectual dissatisfaction, and the scientific success that will

"% Smith is one of the first authors to see regular and successive revolutions in the history of astronomy
and, perhaps, sciences and other forms of inquiry more broadly (Schliesser 2005: 704).
™t Wightman (1975: 56) believes that the notion of wonder is the most important epistemic contribution
of Smith’s philosophy of science.

Smith evinces the role of wonder in scientific inquiries by comparing scientists with musicians who
“have trained their minds to see as altogether separated any events which fall short of the most perfect
connection” (Megill 1975: 82).
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soothe the mind, represent these three states of the mind”. Therefore, these states
constitute, according to Smith, the ontological raison d’ étre of his epistemological
attempts. The modus vivendi behind an epistemic attempt is the psychological need to
soothe the imagination by eliminating surprise and wonder, caused by incoherent and
disjointed events (Megill 1975: 85). Wonder, therefore, and not any expectation of
advantage from its discoveries, is the first principle which prompts mankind to the
study of philosophy and the original sense of pleasure that is derived from it prompts
men to make scientific to inquiries (HA, Section III, § 3: 51). The basic purpose of
any scientific explanation is to escape the disutility of wonder which vanishes
altogether upon the clear discovery of a connecting chain of events, or of a theory in
modern terms (Skinner 1972: 309).

Accordingly, Smith identifies the scientific progress with a certain mental
attitude since the mind is attempting to place the appearance of nature into categories
with which it is already familiar, and to lessen discomfort from the unexpected, and it
tries to reduce the possibility of this discomfort by maintaining familiar categories
into which it can readily place most of the appearances coming before it (Myers 1975:
282). Smith (HA, Section II, § 8: 42) points out that the human mind:

endevours to find out something which may fill up the gap, which like a bridge
may so far at least unite those seemingly disjoined objects, as to render the

passage of the thought between them smooth, and natural, and easy.

Therefore, the mind searches for a thread to bridge the gap and unite the disparate
appearances before it. The purpose of such unification is to facilitate the movement of
thought across this gap. Essentially therefore, wonder is something that moves the
mind in the direction to explain an anomaly (a disjointed object or event) which is not
exemplified by the dominant theoretical system.” Indeed, Smith believes that the
explanation which is offered by theory can only satisfy the mind if it is coherent,

capable of transforming several observed appearances into a systematical reasoning,

73 Smith in his Theory of Moral Sentiments and Wealth of Nations avoided the use of the word ‘system’
and replaced it with that of theory which seems to have been nothing more than a ‘good’ system. As
Megill (1975: 85) rightly observes, “Significantly, in both The Theory of Sentiments and the Wealth of
Nations Smith uses the word system when referring to the inadequate moral and economic theories of
his predecessors”. For instance, in the Book IV of his locus classicus he proceeded in the examination
of “two such systems, ‘the mercantile system’, better known as mercantilism, and the ‘agricultural
systems’, of which the most recent example was Physiocracy” (p. 91).
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and stated in terms of ‘familiar’ or plausible principles (Skinner 1998: 13). Therefore,
as Endres (1991: 84) observes, “Smith’s methodology emphasises a human need to
overcome discomfort rendered by discordant observed appearances, with coherent
explanation” while “the latter is designed to satisfy a psychological need to remove
disutility and is successful only if it is founded on plausible and ‘familiar’ connecting

principles” (p. 84).

More specifically, Smith believes that a well-defined theory™ has to be
comprehensive and coherent’, familiar and simple,”® but also aesthetically beautiful
and proper,”” in order to appeal to the imagination by demonstrating the connecting
principles of nature. In this way, although Smith did not speak about (or search for)
the absolute truth, he gave criteria — or a set of desiderata (i.e. simplicity, distinctness,
comprehensibility, lack of reasonable competitors) — by which the doctrine can be
considered as an ‘established’ system (Schliesser 2005: 708).

Smith holds the belief that a theoretical system of such qualities has to
function as a machine, having a certain and well-defined end.”® His declaration is

indicative of his thought:

™ Skinner (1972 ff. 5: 312) notes that “There is an interesting parallel between Thomas Kuhn’s analysis
of the Structure of Scientific Revolutions (1962) and Smith’s analysis”, and a resemblance between
Smith’s and Kuhn’s views of scientific change (Skinner 1974: 180). He (1998: 14) also notes that for
Smith “the normal pattern of events would follow a certain sequence: first, the development of a
system, second its gradual modification as new observation had to be taken account of, and third, the
rejection of the system when the degree of theoretical complexity eventually rendered it unacceptable
to the human mind. The anticipation of Kuhn is, if not obvious, provocative”.

"> Coherence is related to the extent to which the background knowledge of the theoretical system is
plausible (Kim 2012: 807). For Smith, coherence is the most important standard of theory’s evaluation
since the judgment of hypotheses is related to such background knowledge.

76 Smith believes that simplicity is an important feature of a well-defined theory. For instance, in his
Essays on Astronomy he claims that the system of concentric spheres (HA, Section 1V, § 7: 57-58) and
that of Ptolemy (HA, Section IV, § 25: 69-70) were overpassed due to their lack of simplicity. In
similar vein, as Lindgren (1969 ff. 9: 902) rightly observes, “It was only when Newton suggested that
gravity (which was clearly familiar) produces the motions which describe the courses of the heavenly
bodies at the velocities and distances suggested by Kepler, that a satisfactory alternative to ancient
superstition was at last developed”.

" Lindgren (1969: 905) concludes that “an adequate outlook must not only meet the standards of
comprehensiveness, coherence, and familiarity, but also that of beauty”. Smith, in many different
places in his work spoke of the ‘love of analogy’ (Smith 1980: 231). In his polemic against both
Ptolemaic and Copernican systems he notes that, based on both explanatory and predictive powers,
both systems have been equally favoured with regard to the capacity of complying with the same
observations. However, with respect to aesthetics, the latter provided more coherence and simplicity
(HA, Section 1V, § 32: 74-75).

® Smith’s most interesting epistemological project was to systematise ‘the natural order of things’ in
economic and moral processes. This project is illustrated by his attempt to discern the end of each
procedure. As he put it, “In every part of the universe we observe means adjusted with the nicest
artifice to the ends which they are intended to produce; and, in the mechanism of a plant, or animal
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Systems in many respects resemble machines. A machine is a little system,
created to perform, as well as to connect together, in reality, those different
movements and effects which the artist has occasion for. A system is an
imaginary machine invented to connect together in the fancy those different
movements and effects which are already in reality performed (HA, Section
IV, § 19: 66, emphasis added).79

Essentially, the end of a well-defined theoretical system is to discover those great
connecting principles that bind together all these discordant phenomena and to typify
schemas that exemplify these events. Smith uses Newton’s system which, by
introducing one great ‘connecting principle’ (that of gravity), was much simpler to
that of Kepler, Descartes, and Galileo.®® He notes that “Human society when we
contemplate it in a certain abstract and philosophical light, appears like a great, an
immense machine, whose regular and harmonious movements produce a thousand
agreeable effects” (TMS, Book VII, Section III, c. I, § 2: 316). In contrast, new and
singular events excite wonder in people’s imagination and produce discomfort and

tumult in the imagination (TMS Part II, Section, III, § 39: 154).

Hence, a theory should be based ontologically on some vigorous and
indisputable principles and gives us pleasure inasmuch as there is a propensity, natural
to all men, “to account for all appearances from as few principles as possible” (TMS,
Part VII, Section II, c. ii, § 14: 299). Theory, in Smith’s account, is identified with a
‘connected order’ that adjoins parts which seem to have some (natural) relation to one
another (WN, Book V, c. 1, § 9: 199). Therefore, a theoretical system is an effort to
introduce order and harmony into observed appearances by using some principles that
connect phenomena into a chain-like fashion (Redman 1993: 216). Essentially,
Smith’s theory of history is seated on such an epistemic understanding of science by

giving order to seemingly disparate events.

body, admire how everything is contrived for advancing the two great purposes of nature, the support
of the individual, and the propagation of the species. But in these, and in all such objects, we still
distinguish the efficient from the final causes of their several motions and organisations” (TMS, Book
Il, Section ii c. iii: 147).

® Smith defines the ‘imaginary machine’ by indexing Copernicus’ epistemic achievement which was
able to “connect together celestial appearances, in a simpler as well as a more accurate manner, than
that of Ptolemy” (HA, Section 1V, § 27: 71).

8 Smith’s belief that (theoretical) systems are becoming ever more simpler seems to owe its inspiration
to Condillac’s work Traite des systemes (1749), where he maintains that the theoretical systems
concerning astronomical systems are progressively becoming “more and more simple” (Megill 1975:
83).
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2.3.2 Smith’s analytic-synthetic method: an early critical realist approach?

As indicated above, Smith had adopted Newton’s analytic-synthetic method
and regarded it as the most appropriate of all.?* Smith is familiar with Newton’s work
due to his recorded interest in natural science and mathematics (Kim 2012: 799). He
shares with Newton the same ‘philosophy of science’ since he saw science as an
open-ended process of successive approximations which resembles Newton’s real
methodological legacy (Montes 2008: 570). Smith does not seem to believe that a
theoretical system is capable of attaining the absolute truth. Though he proposes a
pattern of the evolution of systems of knowledge, Smith does not envisage the arrival

at a final and immovable truth.

Skinner (1979: 114) points out that Smith wrote about Newton’s system with
“an enthusiasm which was apparently justified by the success which that system
enjoyed in accounting for a wider range of appearances [...] in terms of a smaller
number of basic (and familiar) principles”. For Smith himself, the Newtonian
theoretical system succeeded in explaining a far wider spectrum of appearances than
its predecessors and points out that his system was compatible with order, balance and
equilibrium (Skinner 1972: 312, 471). Smith also notes that Newton’s system was the
greatest and most admirable improvement that was ever made in philosophy of
science since by joining the movements of the planets through the familiar principle
of gravity, he had removed all the difficulties the imagination had hitherto suffered in

attending to them through previous astronomical systems.

Especially for Smith (LRBL, lect.: xxv: 146), Newton’s analytic-synthetic

3

method is “undoubtedly the most Philosophical, and in every science whether of
Moralls or Naturall philosophy etc., is vastly more ingenious”. He highlights the

analytic-synthetic method by indicating that it

gives us a pleasure to see the phenomena which we reckoned the most
unaccountable all deduced from some principle (commonly a well-known one)

and all united in one chain, far superior to what we feel from the unconnected

81 Fiori (2012: 418) notes that Smith’s usage of analytic-synthetic method in his discussion concerning
languages was luminous. “In fact, Smith states, the formation of languages was characterised by an
inductive process that led to the definition of a few principles that simplified the functioning of
language, and this simplification resembled the one realized by gravitation in the physical universe”.
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method where everything is accounted for by itself without any reference to
others (p. 146).%

For Smith, a method (or a theory) is judged by the soothingness of man’s imagination
which is connected with mind’s pleasure. His lengthy comment is worth of quoting

verbatim:

When two objects, however unlike, have often been observed to follow each
other, and have constantly presented themselves to the senses in that order,
they come to be so connected together in the fancy, that the idea of the one
seems, of its own accord, to call up and introduce that of other. If the objects
are still observed to succeed each other as before, this connection, or, as it has
been called, this association of their ideas, becomes stricter and stricter, and
the habit of the imagination to pass from the conception of the one to that of
the other, grows more and more riveted and confirmed [...] When objects
succeed each other in the same train in which the ideas of the imagination
have thus been accustomed to move, and in which, though not conducted by
that chain of events presented to the senses, they have acquired a tendency to
go on of their own accord, such objects appear all closely connected with one
another, and the thought glides easily along them, without effort and without
interruption. They fall in with the natural career of the imagination (HA:
Section II, § 7: 40-41).

Smith’s theory of history is anchored in Newton’s analytic-synthetic method which is
the methodological cornerstone of his abstract reasoning. More specifically, this
method was the means of both understanding certain uniformities in the history of
mankind and formulating deductions concerning social and economic events.
However, in spite of the evident Newtonian influences, Smith concedes that these
uniformities in social nature could be violated by appearances that are not
systematised and interpreted by the accepted theoretical outline. Such an attitude
impelled him to discard what was latter called ultra-deductivism (Hutchison 1998).
According to Myers (1975: 288-289), Smith shows “a cautious attitude toward using

deduction as a general method of reasoning”, and “while he admits that such

82 Smith lays emphasis on the idea that scientific work “represented in itself a source of pleasure and
made much of the idea of beauty in referring to the attraction of systematical arrangement and to the
choice of what he called the ‘Newtonian method’” (Skinner and Wilson 1975: 4).
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reasoning has helped at times to make great advances in knowledge he, nevertheless,
sees it as a method that can be grossly misused”. Smith, in spite of accepting the
analytical usefulness of deduction, has the firm belief that deduction must be
employed very cautiously. Ad addendum, he feels that the clarification of the real
structures and mechanisms of the world necessitates a creative and pluralistic
methodology “using abduction as well as deduction and induction” (Kim 2012:

800).%

This particular methodological stance had influenced Smith’s usage of the
analytic-synthetic method. Accordingly, Smith used a differentiated and more
sophisticated version of the latter, a result of having been “influenced by how the
Scottish assimilated Newtonianism” (Montes 2008: 569). Generally, Smith, despite
his consideration of the analytic-synthetic method as “the scientific method par
excellence” (Freudenthal 1981: 135), had used it much more sinuously than Newton.
Thus, on the one hand, Smith had adopted the Newtonian method but at the same time
he had attributed new functions to it. These functions implied a historical dimension
to these principles, reflecting Montesquieu’s both genetic account of history and his
evolutionary views of society (Cremaschi 1989: 89). Therefore, Smith was “neither
sympathetic to the mechanistic view of the world, nor did he unconditionally endorse

an axiomatic-deductive approach to reality” (Montes 2003: 731-732).

According to Kim, Smith’s modification of the analytic-synthetic method
comes closer to what would nowadays be called a critical realist perspective. For him
such an interpretation is determined by Smith’s suggestion of the ‘stratification and
connection of reality’ (Kim 2012: 802). In a similar vein, according to Fiori (2001:
429), the real end of the Smithian work is “to show that the surface of visible events
might be connected to the invisible principles of organisation of complex systems in
both the physical and economic world”. For many scholars such a continual conflict
between visible and invisible levels of reality implies a sort of what nowadays would
be called a critical realist perspective since they are connected with two different

levels of reality, the empirical and the real, and despite their independent existence

8 The method of abduction (or retroduction) is employed in the critical realist approach and is
connected with these “modes of inference specifically required to explore underlying levels of reality
and uncover their mechanisms and events [since] induction and deduction are considered of little or no
use to this specific endeavour” (Wuisman 2005: 369).
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they are clearly interrelated.®* Evidently, Smith was neither a pure deductivist, nor a
strict empiricist since he had viewed society as consisting of different (dissociated)
levels.® This epistemic approach gave to him the opportunity to be as theoretical, as
well as historical in his analysis. This twofold approach is in many aspects interrelated
with a proto-critical realist approach. Smith (LRBL, lect. xvii: 93-94) describes the
content of his methodology by noting that:

The causes that may be assigned for any event are of two Sorts; either the
externall causes which directly produced it, or the internall ones, that is those
causes that tho’ they no way affected the event yet had an influence on the
minds of the chief actors so as to alter their conduct from what it would
otherwise have been [...] Thus Caesar, Polybius, and Thucydides, who had all
been engaged in most of the battles they describe, account for the fate of the
battle by the Situation of the two armies, the nature of the Ground, the weather
etc. Those on the other hand who have little acquaintance with the particular
incidents of this sort that determine events, but have made enquires into the
nature of the human mind and the severall passions, endevour by means of the
circumstances that would influence them, to account for the fate of battles and
other events, which they could not have done by those causes that immediately

determine them.

Smith’s critical realist leanings are illustrated in his quotation concerning the historian

Tacitus:

In describing the more important actions he does not give us an account of
their externall causes, but only of the internall ones, and tho this perhaps will
not tend so much to instruct us in the knowledge of the causes of events; yet it
will be more interesting and lead us into a science no less usefull, to wit, the
knowledge of the motives by which men act; a science too that could not be
learned from it (LRBL, lect.: xx. 113).

% There are a number of contributions pointing to the critical realist perspective of Smithian work
(Lawson 1994; Montes 2003; Wilson and Dixon 2006; Kim 2012).

® According to Montes (2003: 741) Smith was not “the traditional empiricist confining his
philosophical mind exclusively to the empirical and actual domains of reality”; his denial of political
arithmetic testifies this (Hollander 1973: 3). Such an interpretation is moving against a variety of
classical readings of Smith that underline his empirical reasoning (see Bittermann 1940).
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Therefore, Smith’s search for principles on the basis of a detailed historical analysis
and within an open theoretical system can — within many qualifications — be described
as a critical realist methodology. Lawson (1994: 504) has traced a critical realist
conception of ‘position-practice system’ in Smith’s epistemology and impels Montes
(2003: 741) to conclude not only that “critical realism sheds further light on our
understanding of Smith, but also that critical realism can find in the ‘father of the
science’ an eminent ally for arguing against the mainstream insistence on axiomatic-

deductive models”.

Smith’s critical methodology has a threefold epistemic dimension: ab initio, it
pinpoints the importance of observation since it accords that simple (and principal)
ideas are “derived from sense impressions” (Kim 2012: 801); secondly, it suggests
that the imagination derives coherent principles concerning repeated events (Montes
2003: 729); lastly, it promotes generalisation and classification in accordance with
inductive logic. However, despite his recognition that inductive reasoning constitutes
a valuable source of human knowledge, Smith insists that “scientific knowledge is
basically seated on the discovery of a generative causal mechanism on the real level,
from which the observed effects are believed to emerge” (Kim 2012: 817). Evidently
therefore, such an understanding of social reality is related to his theoretical history

derived from certain uniformities in human nature.

Hence, the synthesis of deduction and induction and Smith’s faith in both
generalisations and in the existence of unique (specific) social events have been
interpreted as an incidence of the use of an early critical realist perspective evident
throughout the Smithian work. Therefore, Smith’s analytic-synthetic method, which
provides the methodological liaison between theoretical and narrative history, is the
method of moving from phenomena to the framing of principles and then deducing
the phenomena from those principles (Hatherington 1983: 504). Such a
methodological stance illustrates the roles of both sense experience and history in the

formulation of abstract principles.

The importance of induction is essential in Newton’s theoretical system. As

noticed above, Newton ([1704] 1730: 405) is explicit over his methodology:

And if no Exception occurs from Phenomena, the Conclusion may be

pronounced generally. But if at any time afterwards any Exception shall occur

[78]



from Experiments, it may then begin to be pronounced with such Exceptions
as occur. By this way of Analysis we may proceed [...] in general, from
Effects to their Causes and from particular Causes to more general ones, till
the Argument end in the most general. This is the Method of Analysis; And
the Synthesis consists in assuming that Causes discovered and established as
Principles, and by then explaining the Phenomena proceeding from them, and

proving the Explanations.

However, Smith, despite his admiration of Newton’s theoretical system and its
affinities with his own system, believed that it could not “be taken as a final account
of the way things ‘really’ are” (Diamond 1986: 61). Smith believes that the human
universe, which is irregular, history-dependent and unpredictable, seems to radically
diverge from Newton’s physical universe which is regular, ahistorical and predictable
(Fiori 2012: 413). Hence, Smith’s analytic-synthetic method is two-edged as it moves
‘from the concrete to the abstract” — from a complex process to a simpler one — and en
reverso ‘from the abstract to the concrete’, as this process makes it possible to
connote an element in its individuality. As Fiori points out “the complete process is
from (unrelated) concrete to abstract entities, and subsequently from abstract to
concrete objects” (p. 419). Evidently, therefore, such a methodological attitude
highlights history’s importance and favours the widespread usage of historical
evidence. Conclusively, the Smithian method is compactly described in Megill’s

(1975: 93-94) ingenious observation:

After observing the nature, the philosopher constructs theories to render those
observations intelligible. He then observes nature again in order to detect
discordances between these theories and the world experience. In the light of
these new observations, he will either attempt to construct more
comprehensive theories, or he will continue to make observations and collect

data preliminary to a future attempt at theory-building.
2.3.3 Smith and historiography

Smith adopts the general (Scottish) attitude towards history and proceeds to a
continual elaboration of both history (with broader sociological leanings) and
historical comparisons in order to develop his arguments and demonstrate his more

abstract ideas. His influences are multifarious and widely diversified. Taylor (1956:
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264) notes that “From Hutcheson, he absorbed the doctrines of Hugo Grotius, who
was a tradition in Hutcheson’s classes, of Samuel von Pufendorf, whose De Officio
Hominis et Civis, was a basic text, and of Gershom Carmichael whom Hutcheson
regarded as by far the best commentator on that book”. Although Smith has been
described ‘as a superb historian’ (Groenewegen 1982: 7), he was not a historian
proper, in the spirit of David Hume, Lord Kames, William Robertson, John Millar,
and Adam Ferguson.® However, he “thought a great deal about history; he was
deeply conscious of the history he is living in” and “it is probable that he saw the
human species as immersed in history in all moments of its existence” (Pocock 2006:
270). His early biographer, Dugald Stewart (1793, Section I, § 9: 5) sketches Smith’s
deep interest in history while his more systematic commentator, has pointed out that
Smith was “inclined towards historical studies from an early period of his life”
Skinner (1965: 3). By having a considerable historical perspective and by seeking in
Clarke’s (1926: 359) words “for the roots that things have in the past”, Smith had
contributed to the development of historical thought in new directions and had given

new meanings to the term ‘history’.

Evidently, the historical element is of prime importance in Smith’s moral,
judicial, and economic discussions. In addition, it is a central feature of the analytical
side of his methodology.?” Fiori (2012: 422) observes that “Smith in Languages,
History of Astronomy, and Wealth of Nations, always treated subjects in which history
and contingencies matter”. In his work, historical study became an epistemic tool to
construct a coherent and holistic system of social science (Kim 2009: 41).%8 This

methodological treatment attained its apogee in the Wealth of Nations in which

8 Pocock (2006: 271) notes that “Hume and Robertson are historians because they have written
histories, of England, Scotland, the reign of Charles V, and America”. Hopfl (1978: 21) regards
Robertson as “one of the most professional and highly-regarded historians of his day”. Thompson
(1942 vol 1I: 69) believes that Hume “was the most popular and influential British historian of the
eighteenth (and even early nineteenth) century” while Robertson “was a conscientious scholar who
carefully utilized all the available printed and archival sources. Secondly, he contributed a valuable
method to historiography by relegating his notes and references to the end of each section, a technique
conducive to straight and uninterrupted narrative without a sacrifice or scholarship” (p. 72). On the
other hand, Smith has written no historical treatise in this sense on anyone or anything.

87 Skinner (1967: 47) notices that “In fact, the work done by Smith in economics and Kames in law,
demonstrates an interest not only in the all-embracing natural history of man, but also in the historical
study of the particular types of phenomena relevant to their works as economists and lawyers”.

8 It is indicative that Smith, in one of his letters to Le Duc de la Rochefoucauld, dated 1% November
1785, sketches his interest in “a sort of philosophical history of all the different branches of literature,
of Philosophy, Poetry and Eloquence” (Correspondence, letter 248: 286).
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economics and history exist together, inextricably interwoven and closely interrelated
(Campbell 1976: 183).

Evidently, Smith’s faith in history is connected with the inductive side of his
methodology. Smith, in spite of according analytical primacy to deduction; he was not
a pure deductivist (in the sense that Ricardo and Walras were for example) since he
believes that general principles or axioms could be derived inductively. Such a
highlighted role of induction has been a common methodological motif in the texts of
the writers of the Scottish historical school in general. The Scottish philosophers
discovered ‘general principles’ concerning human nature by using the technique of
induction on the basis of observation of a vast array of particular cases (Skinner 1967:
35). Their approach was both analytical and historical and they sought general

principles and causes starting from the facts of history (Skinner 1965: 3).

Therefore, observation (and history) constituted the primal side of their
analysis. Hume was the greatest exponent of induction. In his Introduction to A
Treatise of Human Nature (1736) he notes that:

We must therefore glean up our experiments in this science from a cautious
observation of human life, and take them as they appear in the common course
of the world, by men’s behaviour in company, in affairs, and in their pleasures.
Where experiments of this kind are judiciously collected and compared, we
may hope to establish on them a science which will not be inferior in certainty,
and will be much superior in utility, to any other human comprehension
([1736] 2007: 7).

According to Hume, the real foundation of any science must be seated on sense
experience and observation, namely on historical evidence. As Skinner (1990: 146)
puts it, for Hume, “The study of human nature was thus to be based upon empirical
evidence”. As Hume himself made clear, the Treatise constituted an attempt to
introduce the experimental method of reasoning into moral subjects. In sum, for
Hume, though theory’s main objective is the exploration of causal mechanisms of
social phenomena, there is no suggestion that such an exploration should be divorced

from experience and historical evidence.
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On the other hand, Smith proposes the application of ‘the experimental
method’ and had based the formulation of his general principles on observation and
on ‘actual’ history. As Dow et al. (1997: 373, emphasis added) note, “Smith’s
observations of the social aspect of human nature led him to expound his principle of
sympathy in The Theory of Moral Sentiments, while his observation of economic
processes led him to expound the division of labour in The Wealth of Nations”.
Smith’s Newtonian analytic-Synthetic method had impelled him to accord a special
status to observation.®® Observation constituted the raison d’ étre of the analytical part

of the Smithian method. In Smith’s own verba:

[T]he general maxims of morality are formed, like all other maxims from
experience and induction [...] But induction is always regarded as one of the
operations of reason. From reason, therefore, we are always properly said to
derive all those general maxims and ideas (TMS, Book VII, Section III, c. ii, §

6: 319, emphasis added).

In fine, Smith elaborates and proposes a sophisticated version of the analytic-
synthetic method. He notes that knowledge requires the methods of ‘experimental
philosophy’, using the technique of induction (analysis) in establishing basic
(connecting) principles; and deduction (synthesis) for the clarification of social and
economic phenomena (LRBL, lect.: xxv. 138). The analytical side of his method is
related to the use of narrative history by pointing out direct observations and events,
while synthesis is connected with the use of a type of theoretical history used for the

typification of regularities and uniformities in human life.
2.4 The ‘Smithian’ theory of history

2.4.1 Epistemic background

From the discussion so far, it is obvious that Smith’s views on history were
deeply influenced by his methodological choices and mainly by the adoption of the
analytic-synthetic method. This method had impelled him to typify an explicit theory
of history for understanding and interpreting social and economic phenomena. The

first methodological feature of Smith’s views on history had been the necessity to find

% Redman (1993: 212) notices that in Newton, “the method of analysis [is] experimentation and
observation, followed by the drawing of general conclusions”.
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general causes that lie below historical fermentations. He believes that the role of
history is to pinpoint causes that are standing behind moral and social phenomena. He

notes that:

The design of historicall writing is not merely to entertain: (this perhaps is the
intention of an epic poem); besides that it has in view the instruction of the
reader. It sets before us the more interesting and important events of human
life, points out the cause by which these events were brought about and by this
means points out to us by what manner and method we may produce similar
good effects or avoid similar bad ones (LRBL, lect.: xvii. 90, emphasis
added).*

Therefore, the ontological raison d’ étre of Smith’s theory of history is to point out
the causes that have brought about the effects which are observed and narrated by the
historian. As already been noted above, Smith produces an in toto differentiated
version of history, to that of orthodox historians of his time: that of synthesising
narration and interpretation of historical events. According to Smith, the art of
‘pointing out’ the cause of an event is firstly expressed in the history of historiography
by Thucydides and Tacitus. For him, it is this method that renders most of the ancient
historians so interesting and the neglecting of which “has rendered the modern
historians for the most part so dull and lifeless” (xvii: 96).°* Smith in his
historiographical 18" lecture on Rhetoric and Belles Lettres notes that the epistemic
connection between ‘cause and effect’ is by far the most important relation in
historical scholarship since “we are not satisfied when we have a fact told us which
we are at a loss to conceive what it was that brought it about” (LRBL, lect.: xviii. 98).
It must be illustrated that the quest of causes had been a mutual epistemic motif

among the members of the Scottish tradition. For instance, Lord Kames (cited in

% The didactic role of history is a mutual motif among the writings of the Scottish historical school.
Endres (1991: 79) observes that Smith believed that “much historical work can be didactical because it
is designed to instruct and bring about conviction in an audience by speculating on causes of events
and human actions”.

%1 Smith notes that ancient historians “show us the feeling and agitation of Mind in the Actors previous
to and during the Event. They Point to us also the Effects and Consequences of the Event not only in
the intrinsic change it made on the Situation of the Actors but the manner of behaviour with which they
supported them” (LRBL, lect.: xvii. 96). Additionally, these historians again “made in their aim not
only to amuse but by narrating the more important facts and those which were most concerned in the
bringing about great revolutions, and unfolding their causes, to instruct their readers in what manner
such events might be brought about or avoided. In this state it was that Tacitus found Historicall
writing” (xx. 111, emphasis added).
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Skinner 1965: 20) believes that reason “is exercised in discovering causes and tracing
effects through a long train of dependencies”. On the other hand, William Robertson
(1856: Book 1, 180), the most representative historian of the Scottish historical school,
observes, in his fascinating History of Scotland, that the true historian does not only

have to relate events but also to explain their causes and effects.

Therefore, the Scottish historical school’s theory of history was formulated to
uncover the principles that underlie a ‘cause and effect’ relation. Scottish philosophers
believe that the essence of historical writing is to typify the cause of some fact or facts
(Skinner 1998: 8). Essentially, such an epistemic assertion is connected with the
general ontological enunciation of the Scottish historical school, that of uniformity in
human nature.”> Hume’s famous aphorism in his Enquires concerning Human

Understanding and concerning the Principles of Morals (1748) is indicative of this:

It is universally acknowledged that there is a great uniformity among the
actions of men, in all nations and ages, and that human nature remains still
the same in its principles and operations [...] Mankind are so much the same
in all times and places that history informs us of nothing new or strange in this
particular [and] its chief use is only to discover the constant and universal
principles of human nature, by showing men in all varieties of circumstances
and situations, and furnishing us with materials from which we may form our
observations and become acquainted with the regular springs of human action
and behaviour ([1748] 1975: 83, emphasis added).

Smith seems to accept Hume’s thesis, as Hume himself had been the first among all
modern historical writers who perceived the nature and significance of causal relation
in history (Skinner 1998: 3).% Bittermann (1940: 733) notes that Smith shares
Hume’s avowal of a great uniformity in human nature and observes that his principles
not having the status of ‘natural laws’, “were inferences, sometimes unwarranted,

from the regularity of phenomena”.

%2 Skinner and Wilson (1975: 3) observe that the constancy or uniformity of human nature “became one
of the most characteristic features of contemporary philosophy in all its branches”.

% Smith was highly influenced by Hume’s thought. Especially, Hume’s Political Discourses was as
Dugald Stewart (cited in Taylor 1956: 273) observed “of greater use to Mr. Smith than any other book
that had appeared prior to his lectures”.
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The second trait of Smith’s historical views on history is the necessity of
objectivity. Smith praises Machiavelli “as of all modern historians the only one who
has contended himself with that which is the chief purpose of History, to relate Events
and connect them with their causes without becoming a party on either side” (LRBL,
lect.: xviii. 91). Objectivity in se implies a critical apprehension of facts. Skinner
(1996: 95) notes that, for Smith, the “historian must bring to his study a critical
awareness of facts; he must study these facts objectively; and he must seek to
elucidate their causes”; while studying these facts impartially (Skinner 1975: 170).
His objective stance impelled Clarke (1926: 364) to note that, “Smith deals far more
with actual than with hypothetical history”.

The last feature of Smith’s views on history was the typification of general
principles to describe, exemplify and interpret the general trend of the historical
process. His interest in understanding and systematising the role of social structure in
history, and to typify the relations between different social classes, reveals how
different his approach to history was as compared to the more ‘orthodox’ or
‘narrative’, type of history. Myers (1975: 295) compares Smith with an ‘enlightened
mechanic’ who devotes his attention to the general principles that actually operate
behind the function of a machine. Therefore, the role of history is to explain, not
isolated phenomena or particular events, but the connecting principles of human
nature.** Smith’s intention in his Theory of Moral Sentiments is indicative: He

attempts to provide:

an account of the general principles of law and government, and of the
different revolutions they have undergone in the different ages and periods of
society, not only in what concerns justice, but in what concerns police,
revenue, and arms, and whatever else is the object of law (TMS, Book IV, c.
iv, §: 37: 342).

Essentially, the aforementioned features of Smith’s view of history comprise
epistemologically his leitmotif of philosophical history, which is the rule in his work

and which constituted a revolution in the ‘art’ of historical writing. Such a revolution

% Campbell rightly notices that in the eighteenth century the words “philosophy’ and ‘science’ “were
then used almost interchangeably of any systematic attempt to understand the world or man’s place in
it” (cited in Skinner 1972: 307). Thereupon, the term ‘philosophical history’ may be identified with the
more modern notion of scientific history, or histoire raisonée.
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is distinctly expressed in Voltaire’s famous aphorism: “My principal object is to
know, as far as | can, the manners of people, and to study the human mind. I shall
regard the order of succession of kings and chronology as my guides, but not as the
objects of my work” (cited in Skinner 1996: 76).% Voltaire was highly influential in

the Scottish Enlightment inasmuch as he was the first scholar who had surveyed:

history as a whole, correlating events in all the great centers of culture on earth
and covering all the significant aspects of human life [and] secondly, he
conceived history as a record of human activity in all its manifestations: art,
learning, science, manners, custom, food, technology, amusements, and daily
life (Thompson 1942: 66).%

Therefore, the philosophical history of the Scottish historical school by being
both holistic and materialistic and by searching for the regularities behind historical
processes, was much more sophisticated than the orthodox or ‘vulgar’ one which was
limited to pure narrations and descriptions. Despite the sense of epistemic superiority
of philosophical history over narrative history, Smith was extremely careful in his
conclusions. In his History of Historians which, according to Skinner (1965 ff. 33:
169), bears resemblance to Hegel’s lectures on the philosophy of history, Smith at no
time expressed any sort of disdain for orthodox historians since he accepts many of
their analytical motifs. For instance Millar, who was a student of Smith, in his
celebrated An Historical View of English Government (1787) talks about the deeper
incidents of constitutional history that lie beneath the common surface of events
which occupies the details of the vulgar historian ([1787] 1803: 101).

At the same time, Smith’s version of philosophical history is more
sophisticated than that of the other members of the Scottish historical school. His

philosophical history is seated on three constituent pillars: the conjectural history

% Croce (1921: 252) noted that Voltaire illustrated the need “of bringing history back from the
treatment of the external to that of the internal”. For Voltaire, “The duty of true history could not be to
weight the memory with external or material facts, or as he called them events (evenements) but to
discover what was the society of men in the past [...] and to paint manners; not to lose itself in the
multitude of insignificant particulars (petits faits)” (p. 252).

% According to Gooch (1913: 8) “Voltaire founded a new genre, now known as Kulturgeschichte. In
his ‘Age of Louis XIV’ we receive the first picture of the multiform life of a civilised State”. Moreover,
in his ‘Essai sur les Moeurs’, he “portrayed the moral, social, economic, artistic and literary life of
Europe from Charles the Great to Louis XIII” (p. 8). Essentially, Voltaire’s work had ended the era of
mere compilation of facts which dominated since the mid-eighteenth century.
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which is the ontological side of his philosophical history;®” the theoretical history
which is its epistemological reflection; and the narrative one which is the thread
betwixt them. It must be noted that, though Smith’s theory of history is related to
general (and transhistorical) principles concerning human nature, it does not relegate
the importance of narrative history which is connected with individuals and special
events. Narrative history plays a prominent role in Smith’s theory of history since it
either illustrates or falsifies his abstract theoretical schemas (Kim 2009: 44).%
Moreover, according to Smith’s ‘Newtonian method’ narrative history offers the
essential historical material from which general theoretical principles are extracted
and developed. The role of narration was central in Smith’s theory of history since he

believed that theories should be firmly based on experience (Megill 1975: 93).

Therefore, Smith’s philosophical history (or his theory of history) is the
crystallisation of three different (but closely interwoven) types of historicising:
conjectural, theoretical and narrative, which determine his historical writing. Its main
traits are described by Skinner (1972: 307-308):

First, in trying to elucidate the nature of the ‘great chain’ which links past and
present, writers such as Smith relied on a number of judgments as to the
psychology of man, based on observation and introspection. Secondly, it was
typically argued that the basic principles of human nature, established by
induction, were constant through time. The third feature of philosophical

history, which is immediately relevant, is the use made of these basic

% Many worthy commentators of Smith’s theory of history do not make this distinction. Exempli gratia,
Wightman (1975: 49) observes that theoretical or conjectural history is “an expression which coincides
pretty nearly in its meaning with that of Natural History as employed by Mr. Hume, and with what
some French writers have called Histoire Raisonnee”. However, the conjectural type of historising is
connected with Smith’s ontological premises, as it comprises certain ontological assumptions that are
connected with the transhistoricity of human nature, while the theoretical one is related to more
epistemological one. For example, Smith’s stages theory is an exemplum of theoretical history with
highly conjectural features. As Brewer (2008: 16) observes “The four stages theory [...] provided a
general framework within which Smith deployed a number of theoretical elements to explain the
trajectory of classical civilization and the contrasting development of post-classical Europe”.

% Rashid (1990: 31) insists that Smith uses narrative history only to verify his pre-defined abstract
theoretical schemas. He observes that Smith “did use an abundance of facts, but he used them to
illustrate already established convictions”. Rashid seems to reproduce Alfred Marshall’s famous dictum
that “Adam Smith seldom attempted to prove anything by detailed induction or history. The data of his
proofs were chiefly facts that are within everyone’s knowledge, facts physical, mental, and moral. But
he illustrated his proofs by curious and instructive facts; he thus gave them life and force, and made his
readers feel that they were dealing with problems of real world, and not with abstractions” (cited in
Redman 1993: 219). Rashid’s view seems to be extremely shortsighted. For instance, Heilbroner
([1953] 2000: 72) characterises the WN as a ‘madding’ book due to the fact that it does not bypass,
minimise and scare anything.
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principles of human nature, in the explanation of a wide variety of facts or

‘appearances’

The epistemic consistency in Smith’s types of historicising influences his economic
and social analysis and determines the historical animation of his political economy
(Fiori 2012 ff. 18: 428).

2.4.2 Conjectural history

The ontological side of Smith’s theory of history, the conjectural history, is
related to a pre-established behavioural framework, concerning human nature, by
which systematic analysis may be made of the main and general issues in the history
of mankind. Essentially, the ontological pillars of Smith’s theory of history are
connected with some abstracted notions as the famous ‘natural progress of things’ and
the potency of perfect freedom or, in Kleer’s (2000: 22) words, “the hypothetical case
of a nation that is developing in the absence of interventionist legislation”. Smith’s
liberalism had impelled him to believe that given that in all nations and ages in history
the desire of men to ‘better their condition’ was conducive to social welfare, if there is
no regulation or violation of ‘the natural progress of things’, then progress is a
relatively predictable outcome. In Smith’s ideal nation, perfect justice, perfect security
and perfect liberty would unavoidably lead to ‘the natural progress of opulence’.
Smith himself presents his ideal system (ideal society) by employing his own
Robinsoniad. %

In substance, such systematisation is running against any actual historical
situation. It must be noted that Smith himself believes that the harmony of economic

(and social) order is far from being perfect (Kleer 2000: 15) and characterises his

% His lengthy comment is worth of quoting in verbatim: “If a number of persons were shipwrecked on
a desart island their first subsistence would be from the fruits which the soil naturally produced, and the
wild beasts which they could kill. As these could not at all times be sufficient, they come at last to tame
some of the wild beasts [...] In process of time even these would not be sufficient, and as they saw the
earth naturally produce considerable quantities of vegetables of it’s own accord they would think of
cultivating it so that it might produce more of them. Hence agriculture [...] The age of commerce
naturally succeeds that of agriculture. As men could now confine themselves to one species of labour,
they would naturally exchange the surplus of their own commaodity for that of another of which they
stood in need” (LJ (B) [1766] 1978: § 150: 459) Therefore, according to Smith, an ideal society which
is free, just and safe would create the means for its subsistence and distribute them naturally to its
members. However, Smith’s ideal system “will produce a fairer distribution of income and fewer
injustices in the form of infringements of natural liberties or rights, such as those affecting choice of
occupation, place of residence, and modes of employing capital and other types of property” (Winch
1992: 111).
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idealised nation as an ‘Oceana or Utopia’ (WN, Book IV, c. ii, § 43). Originally, this
ideal system has been first presented in the unpublished Edinburgh lectures of the late
1740s and early 1750s (Coats 1975: 219). Such an idealised situation was anticipated
by his ‘never-to-be-forgotten teacher’ Francis Hutcheson, and his lifelong friend
David Hume and was neatly elaborated in the Book 111 of the Wealth of Nations.'*
Although Smith was conscious that such an ideal type of social organisation was
unattainable in practice, he had used it as a measure to typify and evaluate the actual
and historical deviations from it. For instance, he praises the British government for

its public management as approximating his general ideas upon society:

In Britain there is a happy mixture of all different forms of government
properly restrained, and a perfect security to liberty and property [...] the
nation is quite secure in the management of the publick revenue, and in this
manner a rational system of liberty has been introduced (LJ (B) [1766] 1978: §
63: 421-422).

However, even in Britain, the nation had suffered from the “profusion of government
which had retarded her natural progress” (cited in Coats 1975: 228). Substantially,
therefore, Smith uses his Oceana to apprehend every possible variation from his ideal
systematisation. His ‘conjectural history’, which is animated by constant and
abstracted notions, is separated from any kind of historical narration. In principle, its
epistemic aim is to provide general tenets with regard to human nature or in Redman’s
(1993: 223) words “to trace the history of society back to its most basic, universal
components or principles and then to demonstrate how these few connected principles

were capable of rendering the chaos of the human world”.

Therefore, in Smith’s conjectural history “there need be no correspondence
between the natural course of progress and the actual ‘empirical’ history of a
particular society, for the latter might be fraught with accidents” (Hopfl 1978: 31).
Evidently, conjectural history is not designed as an accurate description of the
historical past since its intention is to offer some general principles concerning the
historical process and to illustrate the general tendency of historical development. The

Smithian ‘conjectural history’ is tightly connected with the idea of the ‘uniformity of

10 The intellectual threads between Hutcheson, Hume, and Smith laid “the foundations for the
development of British political economy” (Taylor 1956: 262).
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human nature’. As Bittermann (1940: 714) rightly observes, “Nature is the most
common term and in his usage is distinct from the empirical universe”. Essentially, in
Smith’s ‘conjectural history’ are crystallised the initial causes of instincts and
emotions, which are constant in all ages and nations, that lie behind human action.
Bittermann is acute again when he writes that, “The non-empirical element in his
theory is simply that he was tolerably sure that Nature had given man the emotional
basis for assuring that conduct in accordance with the feelings of mankind would also
be conducive to happiness” (p. 726). As has already been noted above, all Scottish
thinkers shared the belief that nature bestows in all men an array of desires, such as
self-preservation, sexual gratification and ‘bettering their condition’, and a certain
modicum of sympathy and benevolence. For instance, as Hume (cited in Hopfl 1978:
34) notes, “Ambition, avarice, self-love, vanity, friendship, generosity, publick spirit:
These passions, mixed in various degrees, and distributed through society, have been,
from the beginning of the world, and still are, the source of all actions and enterprises,
which have ever been observed among mankind”. However, such an admixture of
desires, sentiments, and passions is historically specific and justifies the diversity of
mentalities, actions, norms, institutions, etc. along the different stages of economic

development.'%*

Therefore, ‘conjectural history’, by tracing the uniform elements of
human nature, exemplifies the historical progress by setting out, in a typical
Newtonian fashion “a chain of ‘possible’ or ‘natural’ (but not, or not necessarily,
actual) causes” (Hopfl 1978: 20). The ontological essence of ‘conjectural history’, i.e.
the uniformity of human nature and the great regularity “among the actions of men, in
all nations and ages” (Hume [1748] 1975: 180), is the raison d’ étre of Smith’s

conjectural history.

Essentially, the ‘conjectural history’ attained a twofold dimension in Smithian
work. Initially, it comprises some universal principles with regard to the history of
mankind and subsequently it illustrates the belief that (freed) unintended
consequences of human action “would propel society to the ideal end stage” (Redman

1993: 223).1%? For example, Smith’s famous notion of the ‘invisible hand’, in spite of

101 Ferguson (cited in Hopfl 1978: 35), for instance, “went so far as to deny what the others were
prepared to affirm, namely, that a preoccupation with private interests was a universal human
characteristic; he thought it typical of commercial societies, but alien to the mentality of rude and
barbarous people”.

192 The ‘unintended consequences of action’ is a common ontological motif among Scottish authors.
Smith identifies them with the metaphysical function of the ‘invisible hand’, while Ferguson ([1767]
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being purely hypothetical in its anticipation, represents the ontological spirit of his
‘conjectural history’ as, in his mind, the actions of individuals are visible and can be
narrated, “but the way in which they achieve coordination must be explained by
invisible principles which reveal the hidden organisation of the system” (Fiori 2012:
443).1%3 For Smith, the progress of civilisation is not the result of a conscious plan of
some great men but the crystallisation of the unintended consequences of human

action.

Smith’s ideal systematisation is described in the first chapter of Book III of the
Wealth of Nations. In this chapter, Smith’s ideal nation is erected on his primal
ontological premises of both ‘perfect liberty’ and ‘the progress of improvement’
which are used widely in Book I of his political economy. Smith’s intellectual
construction is built upon his faith in both liberalism and sustainable progress. The
main tenets of his ‘conjectural’ history are connected with the ideal condition of
perfect liberty. His reliance on liberty, which is highly Hutchesonean in its origins, is
the most decisive assumption of his theory of history.'® Smith’s theory of history
relies on the assumption that the liberation of human nature is the main precondition
of economic progress. For instance, in his discussion of the ‘division of labour’,
which is regarded as the main cause of material and mental posterity, Smith notices
that it is not a consequence of human wisdom but “of a certain propensity in human
nature [...] the propensity to truck, barter, and exchange one thing for another” (WN,

Book 1, c. 11, § 1: 25).105 Moreover the second cause of wealth that of ‘capital

1782, Book 111, Section II: 205) characterises them as “the result of human action but not the execution
of any human design”. Two centuries later, Friedrich Hayek used the same epistemic motif in his
celebrated The Road to Serfdom (1944).

193 | indgren (1969: 912) notes that “the ‘invisible hand’ was a rhetorical device which Smith invented
in order to communicate with men who unlike himself took no notice of the interests and motives of the
members of society”.

104 According to Leechman (cited in Macfie 1955: 88), Hutcheson, “as he had occasion every year in
the course of his lectures to explain the origin of government, and compare the different forms of it, he
took particular care, while on that subject, to inculcate the importance of civil and religious liberty to
the happiness of mankind [...] and he had such success on this important point, that few, if any, of his
pupils, whatever contrary prejudices they might bring along with them, ever left him without
favourable notions of that side of the question which he espoused and defended”.

195 The notion of ‘the division of labour’ is central in Smith. He seems to be familiarised with this
notion through Hutcheson’s lectures. Hutcheson (cited in Skinner 1995: 170) notes that “joint labours
of twenty men will cultivate forests, or drain marshes, for farms to each one, and provide houses for
habitation, and inclosures for their stocks, much sooner than the separate labours of the same number”
[...] Nay ‘tis well known that the produce of the labours of any given number, twenty, for instance, in
providing the necessaries or conveniences of life, shall be much greater by assigning to one, a certain
sort of work of one kind, in which he will soon acquire skill and dexterity, and to another assigning
work of a different kind, than if each one of the twenty were obliged to employ himself, by turns in all
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accumulation’, is connected with man’s desire to better his own condition.*%®

Therefore progress is identified with the liberty of man to act according to his inner
nature. Inevitably, according to Smith’s anticipation, every violation of this liberty is

running against both societal progress and economic advancement.

Smith’s ‘conjectural history’ comprises certain epistemic elements: Firstly, it
begins with human pre-history which a condition variously referred as the very early
or rude stage of society. All Scottish philosophers wrote as if all such beginnings were
seated in the remotest antiquity. Secondly, human nature is characterised by certain
uniform features (the desire of self-preservation and of ‘bettering our condition’)
which lie behind human agency, and whose admixture varies along the different
stages of economic development (Skinner 1995: 172). Thirdly, ‘conjectural history’
has “to exhibit the mechanisms, the chains of causes and effects, whereby men might
come, or better, typically do come from rudeness to polish” (Hopfl 1978: 29).
Fourthly, it is seated on the idea of the unintended consequences of action. Fifthly, it
is holistic in its animation since it took as its subject matter all aspects of social living,
and, lastly, despite its intrinsic reliance on progress, suspension of advancement or
even periodical regressions are possible and “there is simply no footing here for any
optimistic view about inevitable or limitless progress” (p. 37-38). Heilbroner’s (1973:
247) comment is indicative: “there are, after all, some very important hitches
concealed in the dynamics of The Wealth of Nations™. It is evident that for Smith there
are long periods of economic stagnation and decline, especially when a country, such

as China or India for example, has acquired its complement of riches.’*” Such an

the different sorts of labour requisite for his subsistence, without sufficient dexterity to any”. Moreover
Skinner (1998: 1) notes that “While there is a debate regarding the origins of the modern analysis of the
division of labour, it is plausible to suggest that Smith may have first encountered the problem as a
result of hearing Francis Hutcheson’s lectures when student in Glasgow between 1737 and 1740”.
Skinner also (1995: 169) notes that Canan discovered “that the order of a large part of Smith’s course
and its content corresponded closely with what Hutcheson was believed to have taught” but Smith
“gave much less emphasis to the ‘social’ division of labour, as compared to Hutcheson” (p. 175-176).
1% The tendency to ‘better our condition’, or more simply to improve our well-being was a highlighted
motif in the writings of the Scottish historical school. For example, Millar (cited in Skinner 1967: 43)
argues that “One of the most remarkable differences between man and other animals consists in that
wonderful capacity for the improvement of his faculties with which he is endowed. Never satisfied with
any particular attainment, he is continually impelled by his desires from the pursuit of one object to that
of another; and his activity is called forth in the persecution of the several arts which render his
situation more easy and agreeable”.

197 Although Smith notices many of the defects of modern society, and many of the problems which
could arise in the future, the “general tenor of his argument must be said to be broadly optimistic with
regard to the possibilities of economic and political development” (Skinner 1975: 178). Ad addendum,
according to Coats (1975: 232), “there is no reason to doubt his fundamentally optimistic belief in
progress”.
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interpretation elevates Smith’s epistemic attitude towards science as an open system

of successive approximations as is identified in his philosophy of science.

However, ‘conjectural history’, beyond its ontological enunciations, and at the
expense of recorded (narrative) history, is accorded the role of ‘hypothetical’ history,
filling the gap left by pure historical narration and evidence. As Clarke (1926: 364)
notices: “Smith’s treatment of origins falls partly in the class of ‘hypothetical history’,
serving mostly to explain how the forces of ‘natural liberty’ might have operated
under primitive conditions”. Essentially, in Smith’s ‘conjectural’ historicising, events
or past states of human existence are explained through direct appeal to some
propensities of human nature which are uniform in the history of mankind. According
to Stewart (1793, Section II, § 46: 293), Smith used assumptions due to the lack of
direct historical evidence and he does so “when we are unable to ascertain how men
have actually conducted themselves upon particular occasions, of considering in what
manner they are likely to have proceeded, from the principles of their nature, and the
circumstances of their external situation”. Smith’s ‘conjectural history’ is related to
the epistemological view that “when we cannot trace the process by which an event
has been produced, it is often of importance to be able to show how it may have been

produced by natural causes” (p. 293).108

In many instances, the past recorded in documents and his assumptions
concerning the sequence of history might tally well enough, as in the history of
Greece and Rome, or of Europe since the ‘feudal system’. In such situations actual
(recorded) history moves parallel to Smith’s natural course of things and is connected
with opulence’s advancement. On the other hand, since the transition from feudalism
to capitalism, the distinction between conjectural and ‘empirical’ history has come to
the fore and a tension between conjectural and actual history has emerged. Therefore,
Smith’s ‘conjectural’ history — apart from its pure ontological nature- at the expense
of historical facts attains the epistemological role of filling the gaps of historical

The quest for ‘economic progress’ is one of the central motifs in the Scottish Enlightenment. For
instance, as Skinner (1996: 249) observes, “Hume’s tone is thoroughly optimistic in the sense that he
traces a series of institutional changes whose net result is to give increasing scope to man’s active
disposition and in particular to the pursuit of riches”.

198 T Stewart’s (1793, Section II, § 46: 293) words: “In this want of direct evidence, we are under a
necessity of supplying the place of fact by conjecture; and when we are unable to ascertain how men
have actually conducted themselves upon particular occasions, of considering in what manner they are
likely to have proceeded, from the principles of their nature and the circumstances of their external
situation”.
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narration. This role is connected with Smith’s philosophy of science according to
which we have to avoid the discomfort raised by wonder. In Smith’s own words: “We
should never leave any chasm or gap in the narration even tho are no remarkable facts
to fill up that space. The very notion of gap makes us uneasy” (LRBL, lect.: xviii.
100).

In conclusion, Smith’s conjectural history is a type of historicising that seeks
to impose upon the sequence of historical facts an underlying principle, explicable by
references to human nature, “the primum mobile of the eighteenth century” as
Heilbroner (1973: 244) calls it, and, at the same time, to fill the gaps of narration by

making assumptions concerning the sequence of historical events.
2.4.3 Theoretical history

The epistemological aspect of Smith’s theory of history is his ‘theoretical
history’ whose aim is to ascertain (epistemologically) the relation between causes and
effects and to propose an analytical framework for this interrelationship.’®
Essentially, theoretical history is concerned with the typification of certain motifs that
are conjoined together and introduce order in scientific inquiries. Therefore, Smith’s
theoretical history is epistemologically seated on specific ontological premises that
are condensed in his abstracted ‘conjectural history’. Its basic premise, that “all men
are endowed with certain faculties and propensities such as reason, reflection, and
imagination, and they are motivated by a desire to acquire the sources of pleasure and
avoid those of pain” (Skinner 1979: 112), confirms the basis of his more abstract (and

transhistorical) schemas.

The essence of Smith’s theoretical history implies that certain (universal)
principles of human nature at the ontological level, together with a Newtonian
analogy at the methodological level, comprises the epistemological framework of his
theory of history. The similarities between Smith’s theory of history and Newton’s
Principia are obvious. For instance, Governor Pownell, a frequent correspondent with

Smith, notices that the Wealth of Nations “constitutes an Institute of the Principia of

199 The typification of the relation between cause and effect was instrumental in the Scottish Historical
school. “We find Kames arguing that in his historical and legal studies ‘reason is exercised in
discovering causes and tracing effects’. The point was echoed by James Stuart when he remarked that:

‘Everything which points out relations is useful [...] we know nothing but through this channel”
(Skinner 1967: 35).
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those laws of motion, by which the operations of the community are directed and

regulated, and by which they should be examined” (cited in Skinner 2000: 5).

Evidently, Smith’s theoretical history is similar to Philosophy (or science in
eighteenth century terms). According to Smith (HA, Section II § 12, 46), philosophy

is identified as:

representing the invisible chains which bind together all these discordant
objects, endevours to introduce order into this chain of jarring and discordant
appearances, to allay this tumult of the imagination, and to restore it, when it
surveys the great revolutions of the universe, to that tone of tranquility and
composure''®, which is both most agreeable in itself, and most suitable to its

nature!!

Therefore, for Smith: “philosophy is the science of the connecting principles of nature

(p. 45) and “gives some coherence to the appearances of nature” (p. 43).

In substance, theoretical history, based on the assumptions concerning human
nature (conjectural history), tries to typify a set of epistemological motifs to interpret
and exemplify regularities in economic (and social) phenomena. Smith’s theoretical
history has three features. Firstly, it tries to seek out and typify the invisible
connecting principles between human nature and society and the inner mechanism of
these principles. Secondly, it “presupposes that every event is in reality subject to
necessary connections in nature or to strict laws of causality” (Kim 2012: 802). And,
thirdly, “in those cases in which the customary order or pattern of events is interrupted
by an unexplained amazing phenomenon, and thus a sense of wonder is elicited, the
work of the scientist’s imagination is to attempt to fill the gap in understanding arising
from such an interruption” (p. 803). Therefore, in Smith’s mind, theoretical history, as
any science, has to be cohesive and simple in order to smooth the imagination by the
typification of a set of outlines which are interpreting a variety of diversified and

seemingly disparate objects.

19 The notion of tranquility is central in Smith’s thought. Schliesser (2005: 713) observes that “Smith
adopts the Skeptical/Stoic/Epicurean doctrine that tranquility of mind is necessary to happiness” See
TMS (Book III, c. iii, § 30-33).

11 For instance, Francis Jeffrey (cited in Skinner 1967: 36-37) notes that Millar “Instead of gazing [...]
with stupid amazement on the singular and diversified appearances of human manners and institutions,
[...] taught his pupils to refer them all to one simple principle and to discover them as necessary links
in the great chain which connects civilized with barbarous society”.
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Evidently, Smith’s ‘theoretical history’ provides an epistemological
framework for typifying regularities and represents at once the deductivist foundation
of his writings. At the same time, Smith was cautious to verify his theoretical history,
attained deductively, by testing it against the historical and observed facts. Therefore,
Smith’s theoretical history (which comprises the ‘hard core’ of his theory of history)
is the means to understand (and systematise) social and economic proceedings. In
contrast, his conjectural history is more ontological in its enunciations and impacts
Smith’s philosophical outlook upon the history of mankind. Smith’s theoretical

history is also connected with his methodology as formulated in his LRBL.:

We may lay down certain principles known or proved in the beginning, from
whence we account for the severall Phenomena, connecting all together by the
same chain (LRBL, lect.: xxv. 145-146).

2.4.4 Narrative history

Many commentators have pointed out that there is an insolvable contradiction
in Smith’s theory of history, namely between his theoretical and his narrative history.
This notable contradiction, which is characterised as a pre-eminent methodological
problem in Smith’s work, has warped the real understanding of the Smithian theory of
history. The views concerning this ‘problem’ are multifarious. According to Kim
(2009: 44) for example, many “support the view that Smith’s historical account is to
be understood, not as a form of idiographic approach but rather as that of nomothetic
approach to history”. This means that history is considered less as a body of work that
deals with narrative description based on the collection and arrangements of facts, and
more as starting from a theoretical framework established in the beginning by which
systematic examination may be made of the main issues in history. Other authors (see
Bowles 1986; Brewer 1998) support the view that Smith fails to reconcile historical
experience with his more abstract theoretical arguments in history. Coleman (cited in
Brewer 2008: 4), for example, observes that “historical evidence was of secondary
importance in [Smith’s] grand design of a comprehensive system” while for
Wightman (1975: 54), “Smith left the reader in doubt where fact ended and fiction

began”.

Such contradictory readouts of Smith’s theory of history have their roots in

Dugald Stewart’s confusion of identifying theoretical and conjectural history as being
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one and the same thing.*? According to Stewart, theoretical or conjectural history is
“an expression which coincides pretty nearly in its meaning with that of Natural
History, as employed by Mr. Hume, and with what some French writers have called
Histoire Raisonnée” (1793, Section II, § 48: 293). Though Smith’s argument may
seem inconsistent according to Stewart’s formalism, the distinction between
conjectural and theoretical history gives his work the unity derived from its first

principles.'*®

Evidently, these dispositions had diminished the importance of Smith’s
historical work, but there are references that illustrate its analytical value. For
instance, Campbell and Skinner (1976: 51) note that Smith, “When he wrote as an
orthodox historian, he tried to assemble the best documentary and factual evidence for
his case; when he wrote as a philosopher of history, he tried to distil an ideal
interpretation of an historical process ostensibly from the facts he accumulated”.
According to Campbell (1976: 183), “Because of his philosophical predilections

Smith’s work is not the most reliable source of the orthodox historian”.

However, Smith’s theory of history is even more intellectual. It was noted
above that narrative history is of special importance in Smithian work."** Smith
(LRBL, lect.: xvii. 89) in his essays on methodology had noticed that the narration of
facts is the most fascinating and important part of historical writing. In spite of being
seductive, narrative history has a threefold dimension in Smith’s work: firstly, it
illustrates his more abstract theoretical propositions as provided by his theoretical
history; secondly, it provides the necessary facts from which general principles are
educed; and, thirdly, it limits the ‘universal truth’ of his abstracted generalisations.
More specifically, his theoretical history is associated with his historical narrative
(documentary evidence), since historical facts function illustratively to his more
abstract (theoretical) presuppositions. Smith presents an attitude to narration when he

notes that, “The Didactic and the oratorical compositions consist of two parts, the

112 Raphael (1985: 106) cautions that Stewart’s term ‘conjectural history’ is a misnomer and does not
describe the essence of Smith’s own History of Astronomy. The epistemological leanings of Smith’s
theory of history are exemplified in his theoretical history which is the mean of typifying historical
regularities.

113 Despite of the internal consistency between conjectural and theoretical history, we have to keep in
mind that Smith was caught in a historiographical contradiction since, “The sequences narrated in
conjectural history were deemed to be typical, whereas the sequences of narrative documentary history
were unique and particular” (Hopfl 1978: 23).

14 As is well known, the eighteenth century was identified with narration and erudition. Smith’s
lectures reveal that he had adopted this identification (LRBL, lect.: xvii. 90). According to Pocock
(2006: 275), “Smith [...] is at this point the inhabitant of a moral and exemplary universe, where a
fact’s edificatory value outweighs the tedious question of its actuality”.
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proposition which we lay down and the proof that is brought to confirm this” (LRBL,
lect.: xvii, 89 emphasis added). For example, Myers (1970: 281) believes that “his
political economy exceeds any other in his century for its detailed description of
actual business life and for the factual data employed to interpret the economic
problems of his day”.*™ Coats (1975: 221) illustrates Smith’s usage of narrative
history since he notes that: “It was mainly attributable to his exceptional skill in
combining analysis with empirical data, with historical examples, and with direct and

incisive comments on the conditions and tendencies of his own times”.

Ad addendum, narration provides raw materials or data “from which
generalisations between events are deduced” (Kim 2009: 44). For Smith, the narrative
historian supplies the materials upon which the work of the philosophical historian is
seated (Skinner 1975: 170). Smith’s theory of history requires a solid base of factual
data to be established in the known before making explanations of the unknown. This
is why Hollander (1979: 77) notes that “once the basic framework relevant for a
capitalist exchange system had been constructed, the historical scaffolding was no

longer formally essential and could be removed”.

Smith’s views on history were highly influenced by his methodological stance.
His narrative history provides the historical material from which general explanations

are derived and verified. Skinner’s (1996: 95) comment is indicative of this process:

Smith, in short, quite clearly recognised that the narrative historian often
supplied the materials on which the work of the philosophical historian was
based [and] We should recall that Smith did not himself claim that
philosophical history had an exclusive title to be described as scientific in
character

Therefore, narrative history provides the historian with all the necessary data from

which abstract conclusions and generalisations are deduced.

Furthermore, Smith’s theoretical history has a certain empirical basis and is
constrained by historical evidence itself. This dimension of narrative history is of

prime importance in Smith’s pluralistic theory of history. More specifically, in many

15 Smith notes in his TMS that according to his moral philosophy, “the present inquiry is not
concerning a matter of right [...] but concerning a matter of fact” (TMS, Book I, c. v, § 10: 77).
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instances of his work and especially in his Wealth of Nations, the narrative is moving
against his ‘as if” abstracted conditions, diminishing at once the analytical depth of his
theoretical history. Smith, a true disciple of Hutcheson, narrates facts that did not
agree either with his theoretical suppositions, or with his ontological premises.**°
Such a quality of his ‘narrative history’ is interesting enough. Evidently, this aspect of
his narrative historicising pinpoints the non-universalism of his theoretical history and
his abstracted analysis. This side of his narrative history can be named freely as ‘civil
history” which is the art of presenting the unique (contingent) event in narrative form
(Pocock 2006: 276). In “civil history’ “things happen which are aberrant, deviant, and
even inexplicable by the operations of nature alone” (p. 276). Therefore, according to
Smith, this aspect of narrative history crystallises the divergences from his ‘theoretical
history’: namely the role of contingency and the extravagances of both government

and merchants.*!’

Seen in this way there is no inconsistency between theoretical and actual
history since the actual (pure narrative) history is represented either as the reflection
of ‘the natural course of things’ or as a simplistic divergence from it. Essentially
therefore, “Civil history may distort the course which natural history would have
taken if left to itself, but natural history is of immense value in furnishing
explanations for civil history” (Pocock 2006: 277). An evident proof of this is Book
Il of the Wealth of Nations. In the first chapter, Smith presents his theory of
economic meta-history, while in the remaining three chapters he presents the ‘actual’
economic history of modern Europe, which due to state intervention and to

merchants’ actions had moved against his transhistorical theoretical framework.'®

116 Gray (1948: 8-10) pinpoints to the close ties between Adam Smith and Francis Hutcheson. Smith
(WN, Book V, c. i, g, § 3: 790) notices that Hutcheson was the “most illustrious philosopher and
historian of the present age”. For Skinner (1976: 116) Hutcheson’s influence upon Smith was
particularly important and “although Hutcheson may have had some ‘mercantilist’ leanings, none the
less his treatment of economics at an analytical level unfolds in an order and in a form which
corresponds closely to the argument offered by Smith” (p. 116).

Y7 The ‘role of accident’ in history is of prime importance in Smith’s writings. For example, in his
discussion concerning the economic development of Italian cities (Venice, Genoa, and Pisa) he notes
that ‘Crusades’ was a crucial element that accelerated their economic growth. Furthermore, with regard
to England, he notes that Elizabeth I, who had no direct heirs, by selling off Crown lands impoverished
the position of her successors and ‘motivated’ the ‘natural progress of opulence’.

18 According to Skinner (1975: 155) Book Il of the Wealth of Nations is a real piece of economic
history since it “contains in fact a particularly elaborate explanation of the ‘present establishments’ in
Europe”.
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Evidently, such an attitude, to extract divergences from pre-defined schemas,
is a characteristic motif in the writings of the Scottish historical school. For instance,
Stewart (1793, Section II, § 56: 296) notices that there is no perfect uniformity in
human nature as the latter may have been “determined by particular accidents, which
are not likely again to occur and which cannot be considered as forming any part of
the general provision which nature has made for the improvements of the race”; while
for Hume ([1777] 1985: 254) in his Essays, “General principles, if just and sound,
must prevail in the general course of things though they fail in particular cases, and it
is the chief business of philosophers to regard the general course of things” (emphasis
added). There is an interesting epistemological dimension in Smith’s theory of history
since the theoretical part is generally checked by his historical narrative; or in

Pocock’s terms by his civil history.***

Smith is always curious about ‘unexpectable’ or ‘contingent’ events. He notes
that we feel surprise when some object (or number of objects) is drawn to our
attention which does not fall into a recognised pattern and such a surprise induces
wonder (WN, Introduction, § 5). In his theory of history, surprise and wonder emerge
as a result of freedom’s violation which is connected with both governments’ and
merchants’ violence against ‘the natural course of things’. According to Smith (WN,
Book 1, c. x, § 2: 116) the policy of Europe “nowhere leaves things in perfect liberty”.
Such an intervention transgresses the order of things and diminishes the analytical
adequacy of his principles which are derived under the assumption of perfect liberty.
Therefore, Winch (1992: 95) rightly notices that Smith “was content to allow
empirical fact and ideal to live cheek by jowl, and thereby encompassed both what
could be explained as normally the case and what could be justified or criticised from

a moral and jurisprudential standpoint at the same time”.

Concluding, Smith narrates the story of the economic history of Europe under
theoretical terms since the motif of his analysis is two-edged: the first edge of his
narration is exemplified under a ‘set of connecting principles of nature’ — based on the
assumption of perfect liberty; while the other is elaborated as the effect of
intervention, regulation or chance and moves against ‘the natural course of things’.

Methodologically speaking, the use of history in both theoretical and narrative terms

9 1t must be noticed that the same motif of ‘twin histories’ exists in D’ Alembert and chiefly in his
celebrated Discours preliminaire a’ I’ Encyclopedie (1751).
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may be associated with what has been called Smith’s critical realist methodology
which connotes the dialectical relation between theoretical and narrative history.
Narrative history is related with the visible, which is both observable and measurable,
but it requires explanation and exemplification; while theoretical history is more
abstract and indeterminate and is connected with narrative history. With regards to
method, none of them is autonomous. Fiori’s (2001: 433, 435) comment is indicative:
“the visible (the perceptible) in order to be understood, must be referred to the
invisible (what is not related to ‘anything external’) because the latter is able to
explain the former” as “Smith’s essential idea [...] is that the visible order is not
explained by itself, and that on the contrary, it must be explained by an invisible

order”.

Essentially therefore, Smith’s theory of history is supplemented by a ‘theory
of state’, since government is a necessary pre-condition of justice, defence, and public
works which are the requirements of ‘the natural progress of opulence’.120 As Smith
puts in it in his Wealth of Nations: “The establishment of perfect justice, of perfect
liberty, and of perfect equity, is the very simple secret which most effectually secures
the highest degree of prosperity” (WN, Book IV, c. ix, § 17: 669).*" Stewart (1793,
Section IV, § 13: 315) notes that in Smith’s spirit “the most effectual plan for
advancing a people to greatness is to maintain that order of things which nature has
pointed out; by allowing every man, as long as he observes the rules of justice, to
pursue his own interests in his own way, and to bring both his industry and his capital
into the freest competition with those of his fellow-citizens”. The violation of ‘the
natural progress of opulence’ is connected with human passions and miscues and is
related to the abolition of perfect liberty and competition. Essentially therefore, as
Evensky (2007: 17) puts it, Smith “offers an analysis of the course of recorded history
explaining why the unnatural twists, turns, stagnations, and declines of societies do
not represent violations of his general principles but, rather reflect peculiar distortions
of those principles caused by human frailty”. Additionally, all governments that had
thwarted this natural course except of being oppressive and tyrannical, are also

120 Kim (2009: 47) notes that “polity constitutes one of the major factors that originally influence
economic development in Smith’s system of political economy”. “The improvement of government,
the distinction of ranks, habits of obedience and legality, and the consequent improvements in personal
security and ordered liberty are in all accounts as important both in themselves and as preconditions for
all social advancement” (Hopfl 1978: 36-37).

121 Theocarakis (2006: 12) rightly observes that “Smith uses the Aristotelian concepts of justice-via the
Natural Law philosophers”.
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unnatural. Such unnatural conditions imply specific methodological enunciations.
Smith’s comment (LRBL, lect.: xvii. 90) is illustrative: “The changes or accidents that
have happened to inanimate or irrational beings cannot greatly interest us; we look
upon them to be guided in a great measure by chance, and the undesigning instinct”.
Therefore, the great object of legislators and statesmen is to promote the

establishment of such an economic policy that would facilitate ‘natural liberty’.122

2.5 Concluding remarks

According to the arguments presented above, despite its historiographical
weaknesses, there is an internal consistency in Smith’s theory of history since every
historical fact is presented either as the reflection of ‘the natural course of things’ or
as the effect of state’s inability to secure safety, certainty, justice, and equity.123 The
epistemic ‘hard core’ of Smith’s theory of history comprises of three ways of
historising: the ‘conjectural’, the °‘theoretical’, and the ‘narrative’ which are
inextricably interwoven in his historical analysis. As Redman (1993: 219) puts it,
“Smith abstracts from the real world [i.e. narrative history] to determine a typical-
what he terms ‘natural’- representation of the facts [i.e. theoretical history] which he
in turn contrasts with an ideal social form [i.e. conjectural history], for instance, the
free market in the Wealth of Nations”. Therefore, Smith had moved beyond his
‘historiographical’ origins (of pure narration) and tried to understand the deeper
functions of social and economic phenomena. The epistemic distinction between
theoretical and narrative history constitutes the ontological raison d’ étre of his theory
of history. For instance, when the historical facts support the pre-defined theoretical
schema, theoretical and narrative histories coincide. On the other hand, when there is
a disagreement, narrative history (due to contingency or violation of ‘the natural
course of things”) is moving against theoretical history. Smith took a great historical

sweep and produced a historically sensitive (though incomplete) theory of history in

122 Stewart (1793, Section 1V, § 25: 64) notes that for Smith “Man is generally considered by statesmen
and projectors as the materials of a sort of political mechanics. Projectors disturb nature in the course of
her operations in human affairs; and it requires no more than to let her alone, and give her fair play in
the pursuit of her ends, that she may establish her own designs”.

123 Smith’s insistence upon security and safety was Hutchesonean in nature. Hutcheson (cited in
Skinner 1998: 171) observed that “nothing can so effectually excite men to constant patience and
diligence in all sorts of useful industry, as the hopes of future wealth, ease, and pleasure to themselves,
their offspring, and all who are dear to them, and of some honour too to themselves on account of their
ingenuity, and activity, and liberality. All these hopes are presented to men by securing to every one the
fruits of his labours, that he may enjoy them, and dispose of them as he pleases [...] Nay the most
extensive affections could scarce emerge a wise man to industry, if no property ensued upon it”.

[102]



order to give coherence and order to what otherwise appeared as the chaos of
unconnected events in the economic sphere. Indeed, Smith (and the Scottish Historical
school) contributed to the alteration of the word ‘history’ which was previously
academically identified, following Leopold von Ranke, with the narration of political

events.

Chapter 3

Adam Smith’s Wealth of Nations: Setting the Scene of

Economic History

It would take [...]
probably a monograph, to
examine Smith’s merits
and limitations as a

historian

Coats (1975: 224)
3.1Introduction

The rich and multilayered legacy of the Scottish historical school was replanted by
its leader in an uncropped but extremely fertile ground, that of political economy.*?
Adam Smith, after his retirement from the University Chair at Glasgow, continued to
elaborate many of the (economic) topics that were but loosely mentioned in his early

Lectures on Jurisprudence.’® His economic interests were mainly focused on such

124 \We have to keep in mind that moral philosophy is the mother discipline of both political economy
and social theory. According to Ross (1995: 116) “The teaching of moral philosophy was at the core of
the Scottish education of Smith’s time, and of the Scottish Enlightment as a movement”. Ross informs
us that Smith considered his TMS as a much superior work, compared to the WN, and always regarded
himself as a pure moralist (p. 177).

125 The University of Glasgow was a decisive factor for the spread of the ideas of the Scottish
Enlightment. Smith had been both a student and professor there. He resigned from the Chair of Moral
Philosophy on the 1% of March 1764. Smith quested his early resignation through a letter (from Paris)
to “Thomas Miller, Lord Rector of Glasgow University’ on 14™ February 1764 (Correspondence, Letter
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issues as production and distribution of wealth and public economics. These interests
moved him closer to the discipline that was termed political economy. As is well
known, Smith’s analytical endeavours, as presented in his An Inquiry into the Nature
and Causes of the Wealth of Nations (1776), represented to a large extent the
foundation stone of modern economic thinking.!*® As seen in Chapter 2 the WN
exhibits an organic and congenial synthesis of economic theory and history. In the
WN the ‘epistemic dialogue’ between the two attains its apogee by demonstrating the
importance of both in the anatomy of economic processes. In Smith, abstract
economic reasoning is enmeshed with the available historical evidence in order to
produce a new kind of economic theory. The historical element, in all its forms,
economic, social, political, cultural etc., is subsumed in Smith’s central theoretical
interest, namely to understand the nature and the principles of both production and
distribution. Inevitably, this focus opened the potential for history to become a

valuable and integral part of Smith’s economic analysis (Milonakis 2006: 270).

The eclectic nature of Smith’s analysis is the prime cause of several dualisms
found in his locus classicus (Screpanti and Zamagni 1993, Hodgson 2001, Milonakis
and Fine 2009). Smith’s eclecticism is also reflected in the pluralistic and
contradictory relation between economic theory and economic history which to a
large extent is shaped by the dualism between deduction and induction in Smithian
work. Smith to begin with uses history as theory, in order to typify the ‘natural order
of things’, while also making use of factual data, through empirical analysis, in order
to exhibit “the real as contrasted with an ideal, order of things” (Leslie 1870: 24). The

aim of this chapter is to investigate the source of this dualism and typify the virtues

81: 100). In this letter Smith expressed his belief that his “Successor may not only do Credit to the
Office by his abilities but be a comfort to the very excellent Men with whom he is likely to spend his
life, by the Probity of his heart and the Goodness of his Temper” (p. 100). In fine, Smith was elected as
a Rector of this University fifty years after matriculating on 16 November 1787 (Ross 1995: 156).

126 More specifically, The Inquiry into the Nature and Causes of the Wealth of Nations was published
on the 9™ of March 1776 and was over 1000 pages in two quarto volumes, between blue-grey or
marbled boards (Ross 1995: 270). According to Rae (1895: 285), the book sold well even in its first
year. He notes that “The first edition, of whose extent, however, we are ignorant, was exhausted in six
months, and the sale was from the first better than the publishers expected”. Gibbon, the unrivalled
historian of the Roman empire, highlights this fact by noting that it is ““An extensive science in a single
book™ (cited in Pike ([1974] 2010: 17). It must be noted that Smith thought highly of Gibbon. In one of
his letters to him on 18" December 1788 (Correspondence, Letter: 283: 316) he makes this explicit: “I
cannot express to you the pleasure it gives me to find that by universal consent of every man of taste
and learning whom | either know or correspond with, it sets you at the very head of the whole literary
tribe at present existing in Europe”. Hume also, praises Gibbon’s Decline and Fall of the Roman
Empire joking to Smith that he “should never expected such an excellent work from the Pen of an
Englishman” (Correspondence, Letter 150: 186).
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and the contradictions in Smith’s use of history. We offer a critical appraisal of
Smith’s empiricism in order to show the inner antithesis between the ‘esoteric’ and

the ‘exoteric’ nature of his analysis, first identified by Marx.

Smith, apart from developing a distinct theory of history (see chapter 2), uses
history (both as philosophical stance and as pure evidence) in discernible ways. The
aim of this chapter is exactly to investigate the ways in which history is incorporated
in Smith’s political economy. More specifically, we propose a ‘four thematic’
approach to Smith’s use of history corresponding to the four distinct ways through
which Smith incorporates the historical element in his economic theory.

First is a methodological use of history. This usage is examined in the section 2.
Smith combined a proto-historical materialism with a progressive philosophy of
history in order to erect the ontological pillars of both his theory of history and of his
economic analysis. Methodologically, history was a crucial element of both his theory
of structure and agency, and of his collectivism which are characteristic (ontological)
elements of the Smithian work.'?” Some examples are sufficient to show the analytical
importance of methodological collectivism and illustrate its collision with
methodological individualism. For instance, Smith observes that in discussing the
happiness and perfection of man, the latter must be considered “not [...] as an
individual, but as the member of a family, of a state, and of the great society of
mankind” (WN, Book V, c. i, § 30: 771). However, Smith’s methodological
collectivism is moving against his ideal individual with his tendency to track, barter
and exchange, another example of Smith’s eclecticism. Essentially, Smith’s

methodological collectivism is opposed to methodological individualism which was

127 Methodological collectivism is a common methodological motif among Scottish scholars and is
widely used — alongside Methodological individualism — in the WN. Dow (1987: 341) rightly observes
that in the Scottish tradition “man was not viewed as an isolated atom, but as a political being or a
social being”. For instance Hume, one of the most representative figures of the Scottish Enlightenment,
“would refer to ‘society’ rather than individuals, and Smith would discuss the tempering effect of social
pressures on individual greed. It was this apprehension of individuals, as members of society, rather
than isolated atoms, which provided the basic principles underlying Scottish political economy” (p.
342, emphasis added). For Macfie (1967: 17) the method of the Scottish historical school was “to start
with the facts of human nature, with actual motives, with the influences of classes and groups- what
bound them together and divided them, with the aesthetic and moral benefits derived from social life”,
while Hopfl (1978: 35) observes that Scottish philosophers did not use a methodological starting point
similar to the ‘benthamitus’ postulate of an isolated, rational calculator of his own advantage.
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the rule in the modern puritan moral philosophy.?® The examples of this
methodological preference are numerous. For example, according to Smith (WN,

Book V, c. 1, § 12: 795-796) a man of low condition never,

emerges so effectually from his obscurity, his conduct never excites so much the
attention of any respectable society, as by his becoming the member of a small
sect. He from that moment acquires a degree of consideration which he never had
before. All his brother sectaries are, for the credit of the sect, interested to observe
his conduct, and if he gives occasion to any scandal, if he deviates very much
from those austere morals which they almost always require of one another, to
punish him by what is always a very severe punishment, even where no civil

effects attend it, expulsion or excommunication from the sect.

More broadly, in his moral writings (particularly in his Theory of Moral Sentiments),
Smith observes that in general, the interests and preferences of groups were to be
preferred to that of individuals, and that of larger groups to that of smaller ones.'?
Generally, Smith, as Montes (2003: 733) points out, “did not view man as an isolated
atom but, following the ‘civic humanistic tradition’ as a zoon politikon”. Such a stance
is connected with a kind of methodological collectivism since social classes are in

many instances treated as the starting point of analysis.

Second, we can discern an illustrative use of (narrative) history which is
(extensively) handled in order to amplify and elucidate Smith’s more abstract
theoretical schemes. According to Leslie (1870: 24), Smith uses factual and historical
data, all set in an inductive methodological context, for the verification of his
deductive conclusions. Although Smith was the first political economist who made
use of the ‘art’ of verification as an important tool of his economic methodology, this
section qualifies Blaug’s ([1962] 1985) view of classical political economists such as

Malthus and J.S. Mill as typical verificationists.

Third, there exists in the WN a theoretical treatment of history. History penetrates

as a structural element of his economic theorising, since theoretical history constitutes

128 Tt seems that Hutcheson’s influence lies behind Smith’s methodological stance. Hutcheson’s
teachings are impelled “from a broad consideration of the greater good of mankind- ‘the greatest
happiness of the greatest number’” (Rae 1895: 12).

129 Eor Smith, as for the majority of Scottish philosophers, groups of people were thought to be more
than a mere sum of individuals. This analytical proposition is totally different to that of neoclassical
theory which identifies groups or collectivities as simple sums of isolated individuals.
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the ontological foundation of his abstract theoretical reasoning.** Section 4 sketches
out in detail Smith’s famous stages of economic development and provides a
connection between this and the historically specific character of Smith’s economic
analysis. Additionally, in this section, we investigate and try to typify the main

features of Smith’s theoretical history as found scattered in his WN.

The fourth use of history is surveyed in section 5. Smith, in places, uses history
(mainly in its pure narrative form) as a substitute for abstract theorising. This use,
despite its interesting historiographical connotations, is propelled by Smith’s
empiricism and involves some controversial epistemological issues. Our criticism
emanates from Marx’s critique on Smith’s epistemology and illustrates Smith’s
epistemic dualisms which led him to incorporate the historical element in his

theoretical analysis.

In section 6 an attempt is made to evaluate Smith as an early economic historian
focusing on his attempt to understand and interpret contemporaneous economic
processes. In this extremely interesting attempt, he makes use of a plethora of
historical facts (primary and secondary) developing at the same time a critical
gleaning of them. We conclude that Smith should be regarded as the founder of
economic history which in his manus is interchangeably interrelated with his

economic theory. In section 7 we summarise our findings.

3.2Materialism, economic advancement and institutional change:

some methodological remarks

Smith could be considered as a typical materialistic analyst.*! His materialistic
stance is evident in his WN in which economic development plays the ‘ultimate’ role
in fixing secular social trends. At the same time, the economic structure is regarded by

Smith as the principal factor in the transition from one stage of economic

130 His early biographer, Dugald Stewart, informs us that some of Smith’s auditors in his public lectures
in Edinburgh adopted the methodology of ‘philosophical history’ and incorporated it for their own
enquiries into social and institutional change (Stewart [1789], Section 11, § 44: 292).

31 The materialist outlook of Smithian work is underlined mainly in Meek (1971) and Skinner (1975;
1996). These authors believe that materialism represents the ontological raison d’étre of Smith’s stages
theory. In the same spirit Heilbroner (1973: 244) notes that in the WN the stages theory scheme “is
reiterated with much greater historical detail and is utilized to suggest a proto-Marxian coincidence of
civil institutions with the changing underpinnings of the material mode of production”. On the other
hand, some post-modern commentators contest the one-sided materialistic (or pre-Marxian) perception
of Smith’s work and stress its political character [see inter alia: Winch (1983), Haakonssen (1982), and
Robertson (1983)].
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development to another. In spite of not being as explicit as Marx, Smith regards the
economic element as the most fundamental in determining the history of mankind.
The central notion of his work, that of ‘the mode of subsistence’, not only influences
the predominant pattern of economic activity, but affects the entire range of social and
political life, including ideas and institutions of property and government, the state of
manners and morals, the legal system, the division of labour, cultural standards,
politics etc. (Coats 1975: 221). Skinner (1975: 155) points out that Smith’s theory of
history is purely materialistic since, first, social change depends exclusively on
economic development. Second, it assumes that “man is self-regarding in all spheres
of activity, more specifically the economic and political, thus explaining his pursuit of
security, wealth, and that form of satisfaction on which the development of productive
forces seem to depend” and, third, this development is connected with a theory of
stages according to which each stage of a particular socio-political structure is
reflecting the ‘mode of subsistence’ prevailing. Essentially, therefore, Smith’s
materialism is crystallised both in his general epistemic choices and in his
methodological priorities. He does not believe that ideas precede reality, but his
explicit statement is that ideas (theory in more ‘Newtonian’ terms) can never

encompass the full spectrum of social reality.**

There are certain points that illustrate the materialist character of Smith’s
economic theory. Firstly, there is a direct relationship between the development of
productive forces and of qualitative changes in economic organisation, structures etc.;
secondly, there is a clear interdependence between the type of economy and the
pattern of subordination and authority characteristic in a given society; thirdly, there is
an elaborated idea that a particular group of dominant and subordinate classes must be
associated with a particular type of economy; lastly, there is likely to be some conflict
between classes in the process of transition from one economic stage to another
(Skinner 1965: 21). Essentially, therefore, the ontological foundation of Smith’s
theory of history is the necessity of the material reproduction of human existence,
while the epistemological reflection of this theory is encapsulated in the idea of ‘the

mode of subsistence’. The ‘mode of subsistence’, which is a common analytical

132 Smith’s belief is moving contrary to that of Walras’ who presumes that “ideas not only precede but
also surpass reality” (cited in Montes 2003: 738). It was this idea that impelled Walras to attribute a
ubiquitous priority over practical and ethical issues in pure economics. This represents a major
epistemic difference between Smith’s economics and the epistemology of neoclassical theory.
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concept among Scottish scholars, is connected with the ability of human beings to
reproduce themselves while making their own history. The way of earning subsistence
influences their social organisation, the laws of their society, their habits, their culture
and their political administration. For example, William Robertson in his celebrated
History of America (1827) notes that:

In every enquiry concerning the operations of men when united together in
society, the first object of attention should be their mode of subsistence.
According as that varies, their laws and policy must be different. The
institutions suited to the ideas and exigencies of tribes, which subsist chiefly
by fishing or hunting, and which have hardly formed a conception of any
species of property, will be much more simple than those which must take
place when the earth is cultivated with regular industry (Book IV, § Political
Institutions: 309).

Therefore, according to Scottish scholars, the driving force behind any historical
change is material in character. Particularly, for Smith, the natural desire to improve
the material conditions of life impelled man to “cultivate the ground, to build houses

[...] to invent and improve all the sciences and the arts” (Skinner 1965: 6).

The necessity of biological reproduction is the ontological foundation of his
theory of history since it appears as the crucial pre-condition at the beginning of
‘making history’.™*® There are many points that illustrate the historical character of
this ‘necessity’. Smith observes that “There is however a certain rate below which it
seems impossible to reduce, for any considerable time, the ordinary wages even of the
lowest species of labour” (WN, Book I, c. viii, §14: 85), since “the lowest class of
labourers [...] notwithstanding their scanty subsistence, must some way or another
make shift to continue their race so far as to keep up their usual numbers” (WN, Book
I, c. viii, §25: 90). Smith is explicit in his comment that a common workman must
always have been fed in some way or other while he is working (WN, Book I, c. ix, §

21: 113). Therefore, even the meanest labourer has to earn the necessaries to bring up

133 A similar view, while more entropical, is developed by Marx and Engels in their German Ideology.
They note that “We must begin by stating the first presupposition of all human existence, and therefore
for all history, namely that men must be in a position to live in order to be able to ‘make history’ [...]
The first historical act is, therefore, the production of material life itself. This indeed is a historical act,
a fundamental condition of all history, which today, a thousands of years ago, must be accomplished
every day and every hour merely in order to sustain human life” (Marx and Engels [1845-1846] 1976:
70, emphasis added).
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himself and his family in order to produce new workmen. This position is the natural
effect of the fact that any species of animals naturally multiplies in proportion to the
available means of its subsistence, and no species can ever multiply beyond it (WN,
Book I, c. viii, § 39: 97). For Smith there must be (in any historical epoch) a
‘subsistence wage’ which has to be adequate for any labourer to buy all necessaries
for the support of his life. Namely, to buy, “whatever the custom of the country
renders it indecent for creditable people, even of the lowest order, to be without”
(WN, Book V, c. ii, § 3: 870)."** His comment is indicative:

As subsistence is, in the nature of things, prior to conveniency and luxury, so
the industry which procures the former, must necessarily be prior to that which
ministers to the latter (WN, Book III, c. 1, § 2: 377).135

According to this ontological acceptance, the availability of necessaries is crucial in
determining demographic fluctuations. The increased demand for labour, together

with augmented productivity, gives rise to more births and:

if this demand is continually increasing, the reward of labour must necessarily
encourage in such a manner the marriage and the multiplication of labourers,
as may enable them to supply that continually increasing demand by a

continually increasing population (WN, Book I, c. viii, § 40: 98).

Moreover, improved productivity influences the availability of necessities. For
instance slavery, which is related with sparse productivity, is acting as a barrier to any

invention and is detrimental to a generalised population growth (LJ (B), Section V, §

3% Evidently, the ‘subsistence wage’ is historically animated. For Smith, “A linen shirt, for example, is,

strictly speaking, not a necessary of life. The Greek and Romans lived, | suppose, very comfortably,
though they had no linen. But in the present times, through the greater part of Europe, a creditable day
labourer would be ashamed to appear in publick without a linen shirt, the want of which would be
supposed to denote that disgraceful degree of poverty, which, it is presumed, nobody can well fall into
without extreme bad conduct. Custom, in the same manner, had rendered leather shoes a necessary of
life in England” (WN, Book V, c. ii, § 3: 870, emphasis added). The relative (and historical) character
of the ‘subsistence wage’ is illustrated by Ferguson who in his History of Civil Society notes that, “The
necessary of life is a vague and relative term: it is one thing in the opinion of the savage; another in that
of the polish citizen: it has reference to the fancy and the habits of living” (1782 [1767], Book III, c. iv:
142).

135 Smith uses historical data in order to illustrate the veracity of this belief. He notes that Mathew
Hales (1609-1676), an influential English barrister, judge, and lawyer noticed in his Discourse
Touching Provision of the Poor (1683) that, “the necessary expense of a labourer family, consisting of
six persons, the father, and mother, two children able to do something and two not able, at ten shillings
a week, or twenty-six pounds a year” (WN, Book I, c. viii, § 34: 94-95).
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75: 299-300).2% It is evident that demographic variations reflect the ability of a
society to reproduce its members. Smith tries to underline this pre-condition by noting
that “countries are populous, not in proposition to the number of people whom their
produce can cloth and lodge, but in proportion to that of whom it can feed” (WN,
Book I, c. xi, part ii, § 6: 180, emphasis added). He believes that the crucial factor in
determining population growth is the quantity (and not the quality) of food. He argues
that a rich man consumes no more food than his poor neighbor but the difference in

their meal is in their quality.*®

Based on these ontological premises Smith proceeds to develop an early
systematisation of demographic development which, despite its analytical
weaknesses, is interesting. He relates increases in population with the attained level of
economic development since for him, “the most decisive mark of the prosperity of
any country is the increase of the number of its inhabitants” (WN, Book I, c. viii, §
23: 87-88). Smith illustrates this analytical point by noting that in Great Britain and
most other European countries, population is not supposed to double in less than five
hundred years. On the other hand, in the British colonies in North America, it has
been found that it doubles in twenty or twenty five years, since labour there is “so
well rewarded, that a numerous family of children, instead of being a burthen is a
source of opulence and prosperity to the parents” (p. 88, emphasis added). Smith’s
materialism impels him to unfold a pre-Malthusian demographic perception due to a
systematisation of the intrinsic relation between population trends and country’s
economic development (O’ Brien 1976: 135). According to his theoretical outline,
when a country declines, famines and mortality would immediately appear in the
lower classes “and from thence extend themselves to all the superior classes, till the
number of inhabitants in the country was reduced to what could easily be maintained
by the revenue and stock which remained in it” (WN, Book I, c. viii, § 2: 91). For

Smith, the multiplication of human species is limited or activated by the scantiness or

136 The poor productivity of slavery is illustrated by an appeal to classical antiquity. More specifically,
he points out that “In antient Italy, how much the cultivation of corn degenerated, how unprofitable it
became to the master when it fell under the management of slaves, is remarked by both Pliny and
Columella. In the time of Aristotle it had not been much better in antient Greece. Speaking of the ideal
republick described in the laws of Plato, to maintain five thousand idle men (the number of warriors
supposed necessary for its defence) together with their women and servants, would require he says, a
territory of boundless extent and fertility like the plains of Babylon” (WN, Book I1I, c. ii, § 9: 388).

37 More specifically he notes that “In quality it may be very different; and to select and prepare it may
require more labour and art; but in quantity it is very nearly the same” (WN, Book I, c. xi, part ii, § 7:
180).
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affluence of the means of subsistence. He is explicit in his concluding comment that
“The populousness of every country must be in proportion to the degree of its
improvement and cultivation” (WN, Book IV, c. vii, 2" part, § 7 568).138 For Smith
the economic condition of a country determines the protection of its protégé members.

For instance, in rude and savage nations, people:

are frequently reduced, or, at least, think themselves reduced, to the necessity
sometimes of directly destroying, and sometimes of abandoning their infants,
their old people, and those afflicted with lingering diseases, to perish with
hunger, or to be detoured by wild beasts (WN, Introduction, § 4: 10).

Smith’s materialistic thought is crystallised in his analysis of legal institutions.
His firm belief is that institutions are shaped by the masters’ interests. According to
his analysis such a configuration depends on the material status of class agents. His

example of workers’ strike is indicative of this close interdependence. He notes that:

A landlord, a farmer, a master manufacturer, or merchant, though they did not
employ a single workman could generally live a year or two upon the stocks
which they have acquired. Many workmen could not subsist a week, few could
subsist a month, and scarce any a year without employment. In the long-run
the workman may be as necessary to his master as his master is to him; but the

necessity is not so immediate (WN, Book 1, c. viii, § 12: 84).

Therefore, the type of economic structure is decisive in the way that power is exerted
and (finally) distributed in a historically specific societal organisation.**

138 The epistemological motif of this direct connection between a nation’s wealth and its demographic
trends is registered in many works in Smith’s times. For instance, Montesquieu (1748), was the first to
note that people who do not cultivate the earth can scarcely form a great nation. He notes that “If they
are herdsmen and shepherds, they have need of an extensive country to furnish subsistence for a small
number; if they live by hunting, their number must be still less, and in order to find the means of life
they must constitute a very small nation” (Esprit, XVIIL, x. § 2: 364-365). Cantillon observes that the
limitation of population growth among the wild tribes of North America is also attributed to the mode
of earning subsistence (Essai, Part I, c. xiv: 70-71). Furthermore, James Stuart in his Principles of
Political Economy develops a rather similar argumentation (Principles of Political Economy, Book I, c.
vi: 31-36). It must be noted that Smith was generally critical about Stuart’s magnum opus mainly due to
its mercantilist ideas.

139 The direct connection between proprietorship and power is a usual motif among the writers of the
Scottish historical school and confirms the basis of its historical materialism. For example, William
Robertson identifies property with power and noted that, “Upon discovering in what state property was
at any particular period, we may determine with precision what was the degree of power possessed by
the king or by the nobility at that juncture” (History of the Reign of the Emperor Charles V, Note VIII,
Section I: 266).
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Evidently, such a power (which is determined materialistically) is the mean of
shaping the institutional framework. Smith arrays a variety of historical instances in
which the institutional framework was favourable to merchants, manufacturers and
craftsmen, but not to common people. The famous institution of apprenticeship in his
times, which had firstly been the product of a bye-law of many individual
corporations, became later the “general and publick law of all trades carried on in
market towns” (WN, Book I, c. x, part ii § 8: 137). For Smith, this labour institution
was enacted to endorse corporations’ sole aim: “to keep the market always under
stocked” (WN, Book I, c. x, part ii § 18: 141). Generally, he had the heretic view that:
“Whenever the law has attempted to regulate the wages of workmen, it has always
been rather to lower them than to raise them” (WN, Book I, c. x, part ii, § 44: 152,
emphasis added) and, more explicitly, “it is everywhere much easier for a wealthy
merchant to obtain the privilege of trading in a town corporate, than for a poor
artificer to obtain that of working in it” (p. 152). Smith believes that when the
legislature attempts to regulate the differences between masters and their workmen,
“its counselors are always the masters” (WN, Book I, c¢. x, part ii, § 61: 157,
emphasis added). Smith elaborates historical evidence to ‘denude’ these counsels. As
an example, the famous bounty on foreign corn in 1688 was a typical example of such

interdependence. His comment is of intense historical interest:

the country gentlemen, who then composed a still greater part than they do at
present, had felt that the money price of corn was failing [...] But the
government of King William was not fully settled. It was in no condition to
refuse anything to the country gentlemen, from whom it was at that very time
soliciting the first establishment of the annual land tax (WN, Book I, c. xi, part
iii, 3" period, § 10: 215).%°

Essentially, therefore, Smith’s materialistic understanding shows that the institutional

(legal) framework of any form of societal organisation is decisively determined by its

149 1t must be noted that Smith was always a stout Whig and opposed any attempt to increase the power
of the Crown, since monarchy is connected with a total violation of ‘the natural course of things’ (Rae
1895: 163). Smith was a Whig from his origins since, “his father’s family had been on the winning side
of the Protestant Whigs” (Ross 1995: xviii). Smith’s political alignment remained with the Rockingham
Whigs (p. 258). Evidently, his spirit was highly animated through his sojourn in Geneva and by his
cross-fertilisation with Voltaire there (p. 189). According to Smith, Voltaire was “the most universal
genius perhaps which France has ever produced” (letter 254 1987: 292). Voltaire was the founder of
the trend of totalite histoire named as Kulturgeschichte. For instance, his Siecle de Louis XIV “was the
first work in which the whole life of a nation is portrayed” (Gooch 1913: 573).
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economic development. For him, the distribution of property in any society,
determines its institutions and the type of political administration. Besides, according
to Smith (WN, Book V, c. i, 2nd Part, § 2: 710), “The acquisition of valuable and
extensive property [...] necessarily requires the establishment of civil government”,
since “where there is no property, or at least none that exceeds the value of two or

three days labour, civil government is not so necessary”.

Apart from this one-sided influence, Smith seems to believe that economic
advancement is clearly connected with institutional transformation. He elaborates the
dialectical relation between the function of economic forces and the type of political
administration. For instance, he notes that, “In the end of the fifteenth and beginning
of the sixteenth century, the greater part of Europe was approaching towards a more
settled form of government than it had enjoyed for several ages before. The increase
of security would naturally increase industry and improvement” (WN, Book I, c. xi,
part iii, 1% period, § 14: 199, emphasis added). Smith associates the ‘security’ of
economic transactions with material advancement. He believes that security is directly
influenced by the state of economic development and observes that the evident
insecurity in Turkey, Indostan, and most other governments of Asia, is related to the
violence of feudal government (WN, Book II, c. I, § 31: 285).** Smith (LJ (B), § 46:

414) sketches out this scheme early in his Lectures where he notes that:

A Turkish bashaw or other inferior officer is decisive judge of everything, and
is as absolute in his own jurisdiction as the signior. Life and fortune are
altogether precarious, when they thus depend on the caprice of the lowest

magistrate. A more miserable and oppressive government cannot be imagined.

For instance, in feudal times, the frequency of treasure-trove, elevates the evident
conditions of insecurity (WN, Book V, c. iii, § 1: 908). Smith incorporates political

history in order to illustrate this view. According to him:

In the disorderly state of England under the Plantagenets, who governed it
from about the middle of the twelfth, till towards the end of the fifteenth

century, one district might be in plenty, while another at no great distance, by

141 Smith notes in his early Lectures that “At this day in Turky and the Moguls dominions every man
almost has a treasure, and one of the last things he communicates to his heirs is the place where his
treasure is to be found” (LJ (A), Section I, § 59: 25).
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having its crop destroyed either by some accidents of the seasons, or by the
incursion of some neighboring baron, might be suffering all the horrors of the
famine (WN, Book 1, c. xi, part iii, 1 period, § 23: 204).

E contrario, under the vigorous administration of the Tudors, who governed England
during the latter part of the fifteenth and through the whole of the sixteenth century,
when the economic improvement of England was forging ahead, neither baron nor

lord was powerful enough to rupture the public security (p. 204).

Evidently, for Smith, the material progress of a given societal organisation
influences its political administration and its institutional framework. However, a
deeper reading of this analysis suffices to show that in many (historical) instances
institutional backwardness hinders the course of economic development. For Smith, a
tolerable security is the crucial pre-condition for every man “to employ whatever
stock he can command in procuring either present enjoyment or future profit” (WN,
Book II, c. I, § 30: 285). Historically, England’s relatively rapid rate of growth is
related to the general sense of safety enjoyed by her inhabitants. His reference is
illustrious of this sense: “The security which the laws in Great Britain give to every
man that he shall enjoy the fruits of his own labour, is alone sufficient to make any
country flourish [...] and this security was perfected by the revolution” (WN, Book
IV, c. v, § 43: 540). It is indicative that in his discussion concerning feudalism, he
notices that anarchy and insecurity of property made the European economy go back
to the age of agriculture and this regression was the origin of both poverty and

barbarism.

Many authors have challenged the pure material character of Smith’s theory of
institutions (see inter alia: Kim 2009; 2012, Haakonssen 1981; 1982). These authors
insist that institutions are crucial in determining economic progress since they ensure
safety and liberty and indemnify ‘the natural progress of things’. They observe that
there are many instances where an institutional change is prior to any variation in the
economic structure. However, despite this interesting view, a closer scrutiny of
Smith’s theory of institutions is sufficient to show that economic advancement and
progress are the primal causes of institutional change. This view is astonishingly
manifested in the early stages of economic development since “among savage and

barbarous nations the natural progress of law and government is still slower than the
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natural progress of arts, after law and government have been so far established” (WN,
Book IV, c. vii, 2" Part, § 2: 565). Despite the fact that political (institutional)
changes may affect the form of economic advancement, the rule works primarily in
the opposite direction since the economic element is regarded as the ‘hard core’ of
societal organisation. Evidently, this analytical confusion owes its persistence in
Smith’s intrinsic (epistemic) contradiction, first pointed out by Marx: that of ‘the
esoteric and the exoteric part of his work’ which is connected with Smith’s
atheoretical understanding of empirical reality (Marx [1863] 1951: 166).
Substantially, changes in the superstructure (political administration) are more
transparent than those in the economic structure. Such an empirical ascertainment
impelled Smith to present many economic variations as affected by political
administration. However, the core of his analysis is that the economic structure of
social reality is the cornerstone of every other turn in the superstructure level. Smith’s
analysis (on this methodological issue) was much more explicit in his early works.

For instance, in his Lectures Rhetoric and Belles Lettres, he declares that:

Opulence and Commerce commonly precede the improvement of arts and
refinement of every sort [...] Wherever the inhabitants of a city are rich and
opulent, where they enjoy the necessaries and conveniences of life in ease and
security, there the arts will be cultivated, and refinement of manners a never-
failing attendant (LRBL, lect. xxiii, § 115: 137).

Cook (2013: 312-313) observes that in Smithian work, the increasingly important and
complex nature of property relations provides the key to the emergence of institutions
— such as justice — which are dedicated to protect the property of the rich from the
rapacious poor. Substantially, for Smith, as for most Scottish authors, laws and legal
institutions are an inherent part of the economic structures of a given society and have
to be understood as a structural element of societal analysis. It is indicative that in his
early Lectures Smith notes that:

The appropriation of herds and flocks, which introduced an inequality of

fortune, was that which gave rise to regular government. Till there be property
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there can be no government, the very end of which is to secure wealth, and to
defend the rich from the poor (LJ (B), § 20: 405, emphasis added).'*?

Luban (2012: 276) illustrates the material character of Smith’s analysis by noting that
he “was an adherent of the ‘four stages’ theory of historical development, in which
changes in the prevalent mode of subsistence (from hunting to pastoral to agricultural
to commercial societies) correspond to changes in sociopolitical organisation”. As has
already been indicated, this motif was common among Scottish scholars. Millar’s
comment with respect to the period following the accession of James | and VI is

indicative of this view:

The progress of commerce and manufactures had now begun to change the
manners and political state of the inhabitants. Different arrangements of
property had contributed to emancipate the people of inferior condition and to

undermine the authority of the superior ranks (1812, vol Ill, Introduction: 1-2).

Furthermore, according to Smith, the habitual thoughts of a given societal
organisation, namely its religion, its culture, its mores etc., are all affected by its
economic (material) status. Again, this was a common idea among the members of the
Scottish historical school. Millar, who was Smith’s most eminent student, argued that
a change in the form of economy had produced alterations in the way people lived
within it and “in their education and habits, in their sentiments and opinions, and even
in the configuration of their bodies as well as in the temper and dispositions of their
minds” (1803: 360). Rae makes Smith’s influence on Millar clear. His comment is
explicit: “Professor John Millar [...] was a member of Smith’s logic class [...] having
been induced, by the high reputation the new professor brought with him from
Edinburgh” (Rae 1895: 43, added italics). Millar himself accepts Smith’s influence: “I
am happy to acknowledge the obligations | feel myself under to this illustrious
philosopher by having at an early period of life had the benefit of his lectures on the
history of civil society, and enjoying his unreserved conversation on the same subject”

(1818: 429). It must be noted that John Millar (and George Jardine) were among

142 For instance Smith believes that the general usage of metals, as coins, had been an institution that
emerged due to the economic advancement of western societies. More specifically he notes that “In the
progress of industry, commercial nations have found it convenient to coin several different metals into
money” (WN, Book I, c. v, § 15: 53).
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Smith’s students who went on to occupy university Chairs and spread their teacher’s
influence (Ross 1995: 131).

For instance, his famous example of the differences between a philosopher and
a porter helps to clarify the material influence. As Smith himself observes: “the
difference between the most dissimilar characters, between a philosopher and a
common street porter [...] seems to arise not so much from nature, as from habit,
custom and education” (WN, Book I, c. ii, § 4: 28-29). For Smith these factors are
material in their kernel. He notes already in his Lectures that:

No two persons can be more different in their genius as a philosopher and a
porter, but there does not seem to have been any original difference betwixt
them for the five or six first years of their lives. There was hardly any apparent
difference [...] Their manner of life began to affect them, and without doubt
had it not been for this they would have continued the same (LJ (A), Section
VI, § 47-48: 349, emphasis added).

Essentially, the dominant ideology in any period of human history reflects the
material determinations of this epoch. Smith’s aphorism is illustrative: “In Europe the
wages of mechanicks, artificers, and manufacturers, should be somewhat higher than
those of common labourers. They are so accordingly, and their superior gains make
them in most places be considered as a superior rank of people” (WN, Book I, c. x, §
8: 119). Another prominent example of this determination is crystallised in his

comments about the life of the typical farmer:

The common ploughman, though generally regarded as a pattern of stupidity
and ignorance, is seldom defective in his judgment and discretion. He is less
accustomed, indeed, to social intercourse than the mechanick who lives in a
town. His voice and language are more uncouth and more difficult to be
understood by those that are not used to them (WN, Book I, c. x, part ii § 24:
144).143

143 Ad addendum, Smith uses the ploughman’s paradigm in order to illustrate his interesting theory of
alienation. He notes that despite such characterisations the farmer’s understanding “being accustomed
to consider a great variety of objects, is generally much superior to that of other, whose whole attention
from morning till night is commonly occupied in performing one or two simple operations” (WN, Book
I, c. x, part ii § 24: 144). Smith believes- like Kames (Sketches, Book I, Sketch V, c. i: 172), Ferguson
(History of Civil Society, Book IV, Section I: 306) and Millar (1812, vol Ill: 146) — that
industrialisation, and the subsequent advancement of the division of labour, are bringing about
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These comments suffice to show that, according to Smith, the dominant way of
thinking (in any societal organisation) is directly influenced by the way people earn
their subsistence. Essentially, Smith’s materialistic outlook impels him to note that the
material conditions of a country determine peoples’ eating and dressing codes. During
his lengthy voyage to France he had observed that “when you go from Scotland to
England, the difference which you may remark between dress and countenance of the
common people in the one and in the other, sufficiently indicate the difference in their
condition”, while “the contrast is still greater when you return from France” (WN,
Book L c. ix, § 9: 108).** The differences among the different classes are crystallised,

according to Smith, in the unequal levels of their consumption:

Compare the spacious palace and great ward-robe of the one, with the hovel
and the few rags of the other, and you will be sensible that their difference
between their clothing, lodging and household furniture, is almost as great in
quantity as in quality (WN, Book I, c. xi, part ii, § 7: 180-181).

Smith associates the cultural level of a given country with its economic
advancement and material progress. He contends that, “The nations that, according to
the best authenticated history, appear to have been first civilized, were those that
dwelt round the coast of the Mediterranean Sea” (WN, Book I, c. iii, § 5: 34).
Particularly Greece, a typical Mediterranean country, owed its advanced acculturation
to its early economic advancement (LJ (A), Section IV, § 60: 222).** Smith explicitly

considerable mental weaknesses. According to him, “The man whose whole life is spent in performing
a few simple operations, of which the effects too are, perhaps, always the same, or very nearly the
same, has no occasion to exert his understanding, or to exercise his invention in finding out expedients
for removing difficulties which never occur. He naturally loses, therefore, the habit of such exertion,
and generally becomes as stupid and ignorant as it is possible for a human creature to become” (WN,
Book V, c. i, § 50: 782). In fine, Smith identifies alienation as being the direct consequence of an
increasing division of labour and is the unavoidable penalty of industrialisation and of economic
development (Wilson 1975: 607).

144 Smith’s lengthy travel to France, to accompany the Duke of Buccleugh, offered to him an array of
scenes that were valuable to the elaboration of his economic theory. Exempli gratia, he notes that “In
France the condition of the inferior ranks of people is seldom so happy as it frequently is in England,
and you will seldom find even pyramids and obelisks of yew in the garden of a tallow-chandler. Such
ornaments, not having in that country been degraded by their vulgarity, have not yet been excluded
from the gardens of princes and great lords” (Of the Imitative Arts, Part I § 14: 184). Smith had
perfectly observed the prevailing poverty and distress of the French population and compared their
condition to that of the English and Scottish population. Evidently, his experience through this travel
helped him to incorporate diverse historical data in his subsequent analysis.

15" As Smith argues in his early Lectures: “In Greece all the circumstances necessary for the
improvement of the arts concurred. The several parts were separated from each other by mountains and
other barriers, no less than Arabia, but it is far more adapted to culture. They would therefore have
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connects the commercial relations of a country with its cultural advancement. It is
indicative that he characterises the famous civilisations of both Peru and Mexico as
‘wonderful tales’ since their commerce was carried on by simple barter, and there was
no division of labour among their societies (WN, Book I, c. xi, part iii, 3" period, §
26: 221). Summurising, Smith shows the existence of a direct relationship between
economic development, cultural advancement, and demographic expansion.** In his
magnum opus, this theoretical conjuncture is solidly and soundly elaborated. He
observes that, “All the inland parts of Africa, and all that parts of Asia which lie any
considerable way north of the Euxine and Caspian seas, the antient Scythia, the
modern Tartary and Siberia, seem in all ages barbarous and uncultivated state in
which we find them in present” (WN, Book 1, c. iii, § 8: 35-36).147 Smith develops
this perception early in his academic career and he had perfected it in the WN. As

observes already in his History of Astronomy:

when law has established order and security, and subsistence ceases to be
precarious, the curiosity of mankind is increased, and their fears are
diminished. The leisure which they then enjoy renders them more attentive to
the appearances of nature, more observant of her smallest irregularities, and
more desirous to know what the chain which links them together is (HA,
Section III, § 3: 50).

Generally, Smith’s historical materialism is illustrated in any version of his
analytical (theoretical) or historical undertakings. For instance, his famous comment
about the young widow in North America, and her possibilities for a second marriage,
reflects a kind of proto-historical materialism in which culture, morals and customs
are all materially influenced. He notes that “A young widow with four, or five young

children, who, among the middling or inferior ranks of people in Europe, would have

many inducements to cultivate the arts and make improvements in society. The lands would be divided
and well improved and the country would acquire considerable wealth” (LJ (A), Section IV, § 62: 223).
46 For instance, sciences are developing through economic advancement and material progress:
“Geometry, arithmetick, and writing have all been invented originally to facilitate the operation of the
several arts. Writing and arithmetic have been invented to record and set in clear light the severall
transactions of the merchant and trades man, and geometry had been originally invented [...] to assist
the workman in the fashioning of those pieces of art which require more accurate menstruation” (LJ
(A), Section VI, § 18: 337).

7" 0On the other hand, in Greek colonies, economic advancement is the primal motor behind cultural
development and the central cause why “all the arts of refinement, philosophy, poetry, and eloquence,
seem to have been cultivated as early, and to have been improved as highly in them, as in any part of
the mother country” (WN, Book IV, c. vii, 2" Part, § 4: 566).

[120]



so little chance for a second husband, is there frequently courted as a sort of fortune”
(WN, Book I, c. viii, §23: 88). His analysis impels him to conclude that “the value of
children is the greatest of all encouragements of marriage” (p. 88). This type of
archaic (one may say) materialism is elevated in his references to China’s child
mortality. He points out that “Marriage is encouraged in China, not by the
profitableness of children, but by the liberty of destroying them” (WN, Book I, c. viii,
§ 24: 90). This cynical attitude originates in his one-sided view of the economy-

culture interrelationship; namely in his proto- historical materialism.

In addition, this type of materialism is also evident in his general discussion
concerning labour productivity. Smith believes that material incentives promote
labour productivity. Drakopoulos and Karayiannis (2006: 33) note that Smith is the
first economist who connected wages with work effort. More specifically, Smith
develops this outlook by observing that “Where wages are high accordingly, we shall
always find the workmen more active, diligent and expeditious, than where they are
low” (WN, Book 1, c. viii, § 44: 99). He uses historical data in order to illustrate these
propositions. Among his sources is the famous (in his times) Ramazzini’s book on
tradesmen’s diseases through which he concludes that “workmen [...] when they are
liberally paid by the piece, are very apt to over-work themselves and to ruin their

148 At the same time, he proposes a

health and constitution in a few years” (p. 100).
private University system since in universities like Oxford and Cambridge ‘“the
greater part of the publick professors have for this many years, given up altogether
even the pretence of teaching” (WN, Book V, c. i, § 8: 761).149 For Smith, “the
diligence of the teacher [...] is likely to be proportioned to the motives which he has

for exerting it” (WN, Book V, c. i, § 9: 761). For him productivity is increased by

148 Bernardino Ramazzini (1633-1714) was an Italian physician and a pioneer in occupational diseases.
Smith studied his famous De Morbis Artificum Diatriba and used many of his observations in the WN
[A Treatise of the Diseases of Tradesmen English translation: 1705]. See inter alia: Franco, G. &
Franco, F. (2001), ‘Bernardino Ramazzini: The Father of Occupational Medicine’, Am J Public Health,
91 (9): 1382

19 There are many references that illustrate Smith’s views on Oxford in particular. Rae (1895: 20-21)
notes that Gibbon, the political historian, “who resided there not long after Smith, tells that his tutor
neither gave nor sought to give him more than one lesson, and that the conversation of the common-
room, to which as a gentleman commoner he was privileged to listen, never touched any point of
literature or scholarship [...] Bentham, a few years after Gibbon, has the same to tell”. Ross (1995: 73)
notes that Smith “must have been struck at Balliol, for example, by the lack of commitment to
providing instruction in the New Philosophy and Science of Locke and Newton taught at a poor
university such as Glasgow, where attention had to be paid to the current interests and needs of society.
The practice at Oxford of teaching the ‘exploded system’ of Aristotle and his scholastic commentators
seems to have struck him as an intellectual sham”.
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material motivation. Essentially, the disruption between (material) inducement and
productivity renders him one of the most eminent critics of the institution of

apprenticeship:

The institution of long apprenticeship has no tendency to form young people
to industry. A journeyman, who works by the piece, is likely to be industrious,
because he derives a benefit from every exertion of his industry. An apprentice
is likely to be idle, and almost always is so, because he has no immediate

interest to be otherwise (WN, Book 1, c. x, part ii § 14: 139, emphasis added).

Smith seems to believe that apprenticeship is as unproductive as slavery, since “A
person who can acquire no property, can have no other interest but to eat as much, and
to labour as little as possible” (WN, Book III, c. ii, § 9: 387). He observes that despite
the fact that masters generally prefer the service of slaves (to that of free workers) the
cost of them is much higher to that of hiring wage-labourers (WN, Book III, c. ii, §
10: 388).

Generally, Smith’s analysis shows that the superstructure is in toto influenced
and designated by its material determinations. He notes that society’s cultural,
religious and kindred bonds are on the whole materially determined. He claims that in
less developed countries (rude or pastoral societies in his own terminology) these
bonds are extremely powerful and tight. For example, “The Arabian histories seem to
be full of genealogies, and there is a history written by a Tartar Khan, which has been
translated into several European languages, and which contains scarce anything else”
(WN, Book III, c. v, § 16: 421- 422). In his Theory of Moral Sentiments he comments

on the importance of family’s structure in pastoral communities, since:

an extensive regard to kindred is said to take place among the Tartars, the
Arabs, the Turkomans, and | believe, among all other nations who are nearly
in the same state of society in which the Scots Highlands were about the
beginning of the present century (TMS, Book VI, c. i1, § 12: 223).

Evidently, these bonds are strengthened by the shepherd stage of economic
development which presupposes closely defined ties in order to amplify the coherence

of such societies which were moveable in their life.
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Furthermore, Smith’s materialism is connected with a progressive philosophy
of history.*® Smith, as a typical Enlightment figure, understands the historical process

in purely progressive terms.™*

The notion of ‘progress’ is regarded as a structural
element in the Scottish Enlightment and had shaped the content of the Scottish
historical school.’® In se, the concept of progress — together with a historically
materialistic methodology — comprised the ontological raison d’ étre of both Smith’s
economic analysis and of his theory of history and is a central feature of his political
economy (see chapter 2). It is indicative that his basic theoretical outline (that of
‘stages theory’) indicates that each succeeding epoch is related to a more advanced
(materially and culturally) state of society than the previous one. Alvey (2003: 4)
notes that “Smith repeatedly refers to ‘progress’, to the ‘progress of improvement’, to
the ‘natural progress of improvement’, and to the ‘natural course of things’”. These
concepts are connected with the general spirit of the Scottish Enlightment which was
moving against the cyclical perceptions of historical time that were dominant during
the Middle Ages and the Renaissance. Smith had adopted the idea of ‘the natural
course of things’ (of free market more broadly) even since his Edinburgh lectures and

never altered it.*>®

The notion of ‘the progress of improvement’ is one of the central and most

interesting analytical categories in Smithian work. This concept, in spite of its loose

%0 The notion of ‘progress’ is intrinsically incorporated in the philosophy of the Enlightment. Croce
(1921: 244) notes that progress “gradually becomes more insistent and familiar, and finally succeeds in
supplying a criterion for the judgment of facts, for the conduct of life, for the construction of history”.
151 Bittermann (1940: 734) characterises Smith as a pure ‘progressist” since he held that in the history
of mankind “economic conditions had improved, despite the stupidities of legislation, as the result of
man’s innate drives”. However, Smith expected that greater progress would be made with the
enlightened policy of natural liberty.

152 For instance Adam Ferguson notes that “of the continual succession of one generation to another; in
progressive attainments made by different ages; communicated with additions from age to age, and in
periods the farthest advanced, not appearing to have arrived at any necessary limit” (cited in Skinner
1967: 40). For Lord Kames, “the history of man is a delightful subject. A rational enquirer is no less
entertained than instructed, in tracing the progress of manners, of laws, of arts, from their birth to their
present maturity (Sketches, Book I, Sketch I, § 1: 2-3). Smith seems to regard Kames as the pioneer of
the Scottish Enlightment and pays tribute to him due to his attempts to promote literary studies (Ross
1995: 85). For instance, in an avowal, he notes that ‘we must every one of us acknowledge Kames for
our master’ (Rae 1895: 31; Ross 1995: 85). Smith’s WN, as a typical product of the Scottish
Enlightment, covers many sociological, economic and historical topics that are elaborated in Kames’
less rigorous Sketches of the History of Man (1774).

153 Smith’s early biographer quotes one of his (unpublished) letters: “A great part of these opinions [...]
enumerated in this paper is treated of at length in some lectures which I have still by me [...] They have
all of them been the constant subject of my lectures since I first taught Mr. Craigie’s class the winter |
spent in Glasgow, down to this day, without any considerable variation. They had all of them been the
subjects which | read at Edinburgh the winter | left it [i.e. 1750-1751]” (Stewart 1793: Section IV, §
25: 322).
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enunciations, incorporates in its epistemic ‘hard core’ the ontological outlook that
history is characterised by evident progressive trends and that these trends are
materially crystallised. The final sentence of his introductory chapter, with the famous
paradox of the African king, shows clearly these ontological perspectives.™™* As he

notes there:

[and] yet it may be true that the accommodation of an European prince does
not always so much exceed that of an industrious and fugal peasant, as the
accommodation of the latter exceeds that of an African king, the absolute
master of the lives and liberties of ten thousand naked savages (WN, Book I, c.
i, § 11: 24).

Through this paradox Smith is able to attain a double goal: firstly, he demonstrates his
belief in perpetual progress, and then, he attempts to show the dynamic (and not
mechanistic) perception of this progression. It must be noted, however, that for Smith

progress is not a boisterous but a gradually placid process. As he puts it:

The progress is frequently so gradual, that at near periods, the improvement is
not only sensible, but from the declension either of certain branches of
industry, or of certain districts of the country, things which sometimes happen
though the country in general be in great prosperity, there frequently arises a
suspicion, that the riches and industry of the whole are decaying (WN, Book
11, c. iii, § 32: 343-344)."°

However, Smith’s analysis does not imply that there are no periods of
stagnancy or periodical regressions. Despite highlighting the unavoidable character of
progress, he cites examples of countries that are either standing still as China (WN,
Book I, c. v) or are going backwards like India (WN, Book I, c. v). Smith does not
understand history exclusively in progressive trends since there are frequent
regressions (see classical Greek and Roman antiquity) which according to him, owe

their nature either to the decline of martial spirit or to geographical limitations. For

>4 0On the whole, Smith favours paradoxes and incorporates them early in his Lectures. For his early-
biographer “Each discourse commonly consisted of several distinct propositions, which [Smith]
successively endeavoured to prove and illustrate. These propositions, when announced in general
terms, had, from their extent, not infrequently something of the air of a paradox™ (Stewart 1793,
Section I, § 21: 275, emphasis added).

1% The motif of ‘gradual and tardy progress’ is also illustrated in Millar’s historical accounts and in
Hume’s economic texts (Skinner 1967: 43).

[124]



these reasons, Smith tries to anticipate and interpret the unintended consequences of
economic stagnation, casting doubts about commercial society’s maintenance.
However, Smith’s theory of history combines both progressive and regressive
elements.™ The regressions are the reflection of governmental regulations which
cause deviations from ‘the natural course of things’.*>" According to Heilbroner
(1973: 256) the economic (and moral) decline that is connected with Smith’s
commercial stage of economic development is the reflection of “the absence of [...] a
saving technological or dialectical driving force in place of the frail instrument of

299

‘self-betterment’”’. Concluding, Smith’s philosophy of history may be called a history
of a progress with antithesis or as Ritchie (1883: 151) observes, “We may call it the
struggle for freedom [...] the liberation of man from the domination of nature and

fate”.
3.3 Hllustrating theory: the use of narrative history

Smith attempts to understand and interpret — as the title of his locus classicus
indicates — the nature and the causes of the wealth of nations. Evidently, his
theoretical attempt is connected with an analysis of the empirical (and historical)
reality of his times. However Smith tries to understand and explicate a world in a
transformational state. More specifically, the late eighteenth century was for Great
Britain the epoch of merchants, landowners and jobbers and, despite being an almost
agrarian country, as Hobsbawm calls it in his Age of Revolutions, it produced many
industrial goods, it had a coherent banking system and promoted international trade.
Heilbroner rightly ([1953] 2000: 99) calls Smith the economist of pre-industrialism.
Inevitably, this transformative period in European history had a decisive impact on
Smith’s economic analysis. The famous pin-maker example, which is the parable of

the division of labour, is drawn from his own observations since he himself had “seen

156 Evidently, Smith has a progressive view of history. However, in many instances of his work
regressions and cyclical anticipations of history make their appearance. These cyclical anticipations are
formed under the influence of Machiavelli who Smith regarded as a prominent historian. Croce (1921:
236) notes that “The ancient Oriental idea of the circle in human affairs [...] dominated all the
historians of the Renaissance, and above all Machiavelli”.

57 Smith believes that there is a linear interrelation between a violation of ‘the natural course of things’
and a regression in ‘the progress of opulence’. For him any governmental regulation, by reverting the
employment of productive labour, diminishes opulence. This interrelationship is a crucial epistemic
element of his analysis since it comprises the ontological framework which includes the distinction
between theoretical and narrative history.
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a small manufactory of this kind” (WN, Book I, c. i, § 3: 15).2® The essence of his
epistemological stance accorded an analytical primacy to observations since from
them he deduced his more abstract theoretical schemas. These schemas are abstract in
nature, and in Smith’s analysis gain transhistorical significance. Such transhistoricity
is crystallised in the schemas underlying ‘the natural order of things’ and influences
his conjectural history.*® This philosophical perception of history is most obvious in
the Book III of his WN in which “he tackles the question of the origins of the ‘present
establishments’ in Europe through ‘the natural course of things’” (Milonakis 2006:
273).160

However Smith’s analysis, despite the use of abstract transhistorical schemas, is
also historically sensitive.'®* This sensitivity is a common ontological avowal among

Scottish scholars. Skinner (1996: 247) for instance notes that in Hume’s Essays:

On the one hand, the reader is reminded of the phenomenon of a ‘diversity of
geniuses, climate and soil’, while on the other attention is drawn to the point
that the extent to which men apply ‘art, care, and industry’ may vary in one

society over time and between different societies at a given point in time.

158 Smith had seen such a manufactory in his childhood in the village of Pathhead in Scotland. As his
late biographer notes: “In the village could be seen those workmen under 20 capable of making more
and better nails, because of their specialization in that task, than the blacksmith, who had to cope with a
wide variety of iron-forging tasks” (Ross 1995: 23-24). Generally, Smith moves from a particular
observation to the formation of more general views. Hatherington (1983: 505) notes that “as Newton
begins Book Il of the Principia with a list of phenomena (following the laws of reasoning) so Smith
begins his Wealth of Nations with a list of phenomena. To understand more easily the effects of the
division of labour, Smith first considers the manner in which it operates in some particular
manufactures. The often- quoted description of the manufacture of pins follows [...] Having presented
the phenomena, Smith next gives the general principle: the division of labour is seen to be the
necessary result of human propensity to exchange one thing for another” (p. 505, emphasis added).

9 Hodgson (2001: 50) is right in arguing that, “Some use of transhistorical and ahistorical concepts is
unavoidable”. More specifically, transhistorical notions are concepts that are held “to a multiplicity of
different historical periods, or different types of social formation” (p. 50), while “The term ‘ahistorical’
applies to any concept or theory that is claimed to pertain to all possible socio-economic systems” (p.
50).

180 This book, according to Unwin ([1908] 1971: 43), exhibits “in a large historical field the gradual
emergence of those principles which Adam Smith had expounded in the two earlier books of his great
treatise”.

101 Smith’s analysis encapsulates a sense of historical specificity. It is indicative that in his discussion
concerning ‘methodological issues’ he espoused a kind of incommensurability among theories noting
that “as a historian he has done justice to the views of the old Pythagoreans, the Academics, Peripatic
and Stoic sects” (Schliesser 2005: 707). Moreover, in his TMS, he ascribes aesthetic and moral
irregularities to the influence of the ‘principles of custom and fashion’. (TMS, Book V c. i & ii). For
him, in each historical period the feelings of taste are socially animated. On the issue of historical
specificity in economics in general see Hodgson (2001).
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Accordingly, there are many instances in Smith’s analysis which could be
characterised as historically specific. The womb of this dualism lies in Smith’s
confusion between exoteric and esoteric nature of empirical reality. Truly, he avoids
supra-historical statements; and despite the use of some transhistorical theoretical
concepts his analysis remains largely historically specific. On the top of this, Smith is
critical of the use of universals (such as for example Plato’s doctrine of ‘universals or
species’) and of the subsequent epistemological attempts made during the eighteenth
century to classify all things into separate and clearly definable categories.*® In his
interesting essay on the History of Ancient Logics and Metaphysics he directs his
criticism to language issues, but also extends his critical views on both political
economy and history. Myers (1975: 291) rightly observes that Smith’s criticism of the
use of universals “is aimed at the misuse of language to create categories so broad and
all-inclusive that they cannot exist in fact”. Smith is historically specific and often
refers to these constraints that are promoted by ‘confirmed habits and prejudices’ and
affect in each epoch the general spectrum of social relations.*®® As Dixon and Wilson
(2006: 264) observe, “It is well known that for Smith, like Hume, moral judgment is
situational — what we judge to be right is always context-sensitive”. This context-
sensitivity is also noted in Stewart’s early biography of Smith. Stewart (1793, Section
IT, § 9: 280) observes that for Smith:

it is impossible [...] to conceive ourselves placed in any situation, whether
agreeable or otherwise, without feeling an effect of the same kind with what
would be produced by the situation itself [...] [sympathy] arises, not so much

from the view of the emotion, as from that of the situation which excites it.

Generally, Smith’s historical specificity is registered at many points in his
work. Already in the Introduction of his economic magnum opus he attempts to
underline the importance of this sensitivity. He observes that “Nations tolerably well
advanced as to skill, dexterity, and judgment, in the application of labour, have
followed very different plans in the general conduct or direction of it, and those plans

have not all been equally favourable to the greatness of its produce” (WN,

182 For instance, Smith, in his History of Ancient Logics and Metaphysics informs us that Locke was
“that very philosopher who first exposed the ill-grounded foundation of [...] Universals” (Ancient
Logics & Metaphysics, § 5: 125).

183 On the other hand, for Walras (1984: 61), a leading member of the Marginalist troika, “a truth long
ago demonstrated by the Platonic philosophy is that science does not study corporeal entities but
universals of which these entities are manifestations”.

[127]



Introduction § 7: 11). This specificity is exhibited by the parallel quotations of two
phrases concerning the praxis of ‘exchange’. In his most famous dictum he observes
that

It is not from the benevolence of the butcher, the brewer, or the baker, that we
expect our dinner, but from their regard to their own interest. We address
ourselves, not to their humanity, but their self-love, and never talk to them for

our necessities but of their advantages (WN, Book I, c. i1, § 2: 27).

This maxim seems to be a supra-historical statement since it crystallises an abstracted
way of economic thinking. However, this dictum has its makeweight since at another
point of his WN Smith points out that “the interest of the producer ought to be
attended to, only so far as it may be necessary for promoting that of the consumer”
(WN, Book IV, c. viii, § 49: 660). These phrases indicate that the act of exchange,
despite being an ontological trait of human nature, is in actu, an evident social act
which is shaped historically through conflictual interests. Additionally, such a
historically specific act, as exchange, gives occasion to a sort of division of labour
which is also historically determined. More specifically, Smith notes that the need of
exchange, “encourage every man to apply himself to a particular occupation, and to
cultivate and bring to perfection whatever talent or genius he may possess for that

particular species of business” (WN, Book 1, c. ii, § 3: 28).

In fine, the basic notions of the Smithian work, like that of exchange, market,
division of labour etc. are historically animated and show Smith’s temporal and
spatial sensitivity.’®* The market for instance, that is the foundation stone of the WN,
IS not presented as something static or abstract but as being inherently dynamic, as a
historically and geographically specific analytical construction.'® The same can be

164 Even his controversial theory of prices, despite being a highly abstract theoretical schema, is a
representation of a historically specific outline, since in different states of society (in different stages of
economic development) each commodity “will represent, or to be equivalent to very different quantities
of labour” (WN, Book I, c. xi, part iii, 1st period, § 27: 206), and, of course, very different wages,
profits and rents. Blaug (1962: 49) seems to have realised this specificity when he observes that,
“Nevertheless the ‘real value’ of effort price of a commodity, is still to be measured by the units of ‘toil
and trouble’ that it can purchase in the market at the going wage rate”. Therefore, history attains a
central role in Smith’s discussion of value. Fiori (2012: 425) notes that the basic idea is the
“fundamental (and not reducible) principles that determine every income change from the ‘rude’ to the
‘advanced’ state of society”.

165 Smith remarks that with the revolution in water carriage i) the size of the existent markets was
augmented while ii) totally new markets came to the fore. He observes that, “As by means of water-
carriage, a more extensive market is opened to every sort of industry than what land-carriage alone can

[128]



said for the notion of the division of labour which is of pivotal importance in Smithian
work. More specifically, as Fiori (2012: 423) observes, “Although the division of
labour arises from basic elements of human nature, it does not connote the entire
history of mankind, and its appearance takes different historical forms”. In fact, the
initial phases of the rude stages involve no division of labour at all (WN, Book II,
Introduction, § 1), and when the latter is introduced, it is determined by a diversity of
historical conditions; it is limited in a tribe of ‘hunters or shepherds’ and is augmented
in agricultural and commercial societies (WN, Book V, c. i, § 1-15). Smith believes
that the division of labour depends on the accumulation of capital which is again a
specific empirico-historical process. The preconditions of this accumulation are,
according to Smith, the fertility of soil, ease of defense and of communication, while
the latter provides an opportunity for the export of surpluses (LJ (A) Section IV, § 53:
220). Generally, for Smith, defence, culture, climate, terrain, and even chance, are
factors that influence economic performance and social change, and determine the
course of economic development. Evidently, these prerequisites of capital
accumulation are historically shaped. Therefore, the whole intellectual structure of the
WN is sensitive to historical fluctuations and connected with an open appeal to

historical evidence. 1%

However, despite the historical sensitivity of his analysis, Smith believes that
the mission of science is to find out and typify “the invisible chains which bind
together all these disjoined objects” and endeavoured “to introduce order into this
chaos of jarring and discordant appearances” (HA, Section I, § 12: 45-46). In the WN
Smith proposes a set of abstract (theoretical) formulations in order to systematise
these disharmonious appearances. Such an epistemological stance is connected with a

deductive spirit which is related to the methodological priority, accorded by Smith to

afford it; so it is upon the sea-coasts and along the banks of navigable rivers, that industry of every
kind, naturally begins to subdivide and improve itself” (WN, Book I, c.iii, § 3: 32). Smith uses
historical evidence to illustrate his thinking. For example, in his discussion concerning the development
of the Cape of Good Hope and Batavia he observes that, “the Cape of Good Hope is between Europe
and every part of the East Indies, Batavia is between the principal countries of the East Indies. It lies
upon the most frequented road from Indostan to China and Japan, and is nearly about mid-way upon
that road. Almost all ships too that sail between Europe and China touch at Batavia; and it is, over and
above all this, the center and principal mart of what is called the country trade of the East Indies” (WN,
Book IV, c. vii, 3" Part, § 100: 634).

186 For instance, the notion of ‘the real price of labour’ despite being a transhistorical concept is
determined by historical and geographical circumstances. As Smith notes “The subsistence of the
labourer, or the real price of labour [...] is very different upon different occasions; more liberal in a
society advancing to opulence than in one that is standing still; and in one that is standing still than in
one that is going backwards” (WN, Book I, c. v, § 15: 53, emphasis added).
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Newton’s analytic-synthetic method.*®” In his most methodological essay, The
Lectures on Rhetoric and Belles Lettres, Smith notes that every scientist has to lay
down certain principles known or proved in the beginning, from whence he accounts
several phenomena, connected by the same analytical chain (LRBL, Section II, § 133:
145-146). Essentially, such a (invisible) chain comprises the set of principles that
systematise the unity of these phenomena. The subsequent juxtaposition of
phenomena amplifies the cohesion of the theoretical outline. More specifically, in his
History of Astronomy, Smith reviews with accurate historical detail the four discrete
‘systems’ of Ptolemy, Copernicus, Descartes and Newton, and illustrates the

development (and transformation) of their analytical outlines.

Therefore, already from his early writings, Smith had used history (as
historical evidence) in order to illustrate the validity of these abstract principles and
elucidate his analytical propositions. It is indicative that Hume, in his welcoming
comment on the WN, notes that “it has Depth and Solidity and Acuteness, and is so
much illustrated by curious Facts that it must as last take the public attention”
(Correspondence, Letter 150: 186, emphasis added). Evidently, such an illustrative
use of history is close to a more narrative form of history, since pure historical
material is used to enhance the schemas’ interpretative breadth. Moreover, Smith uses
history (narratively) to connect his theoretical suppositions. This stance compels
Smith to make an extensive use of historical material from an array of historical
sources. Some of these referrals are important historical statements and others are not

but both illustrate his historical sensitivity per se.

The instances of such illustrations are numerous and offer data of economic,
social, and political history. For instance, in his famous example of the pin-maker, he
remarks that, “The greatest improvement in the productive powers of labour, and the
greatest part of the skill, dexterity and with which it is anywhere directed, or applied
seem to have been the effects of labour” (WN, Book I, c. i, § 1: 13). The historical
example of the pin-maker underlies this supposition since the different stages in the

production of a pin are connected with discrete improvements in the division of

187 For Schumpeter (1954: 185), “though the WN contained not really novel ideas, and though it cannot
rank with Newton’s Principia or Darwin’s Origin as an intellectual achievement, it is a great
performance all the same and fully deserved its success”. For Blaug (1962: 57): “Judged by standards
of analytical competence, Smith is not the greatest of eighteenth century economists. But for an acute
insight into the nature of the economic process, it would be difficult to find Smith’s equal”.
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labour. For Smith, the case of the historical example of the pin-maker shows explicitly
how a broadened division of labour improves the productive powers of labour and sets

off the course of economic development.'®®

Smith sketches out an analytical scheme of economic development with a
transhistorical character in his WN. He connects the economic development of a
country with the easiness of water and land carriage of all kinds. He notes in his Early
Draft of the WN that “first improvements [...] in arts and industry are always made in
those places where the conveniency of water carriage affords the most extensive
market to the produce of every sort of labour” (ED, Second Fragment, § 2: 585).
Smith uses historical data in order to illustrate this theoretical connection since he
notes that “the extent and easiness of this island navigation [e.g. Nile] was probably
one of the principal causes of the early improvement of Egypt” (WN, Book I, c. iii, §
6: 35). Moreover, he points out that East Indies and China had developed from ancient
times due to their proximity to navigable rivers: “In Bengal the Canges and several
other great rivers form a great number of navigable canals in the same manner as the
Nile does in Egypt” (WN, Book I, c. iii, § 7: 35). However, there must be a
potentiality of navigability of water since “The sea of Tartary is the frozen ocean
which admits of no navigation, and though some of the greatest rivers in the world run
through that country, they are too great a distance from another, to carry commerce
and communication through the greater part of it” (WN, Book I, c. iii, § 8: 36). Smith
(WN, Book 11, c. v, § 33: 372) concludes that:

the neighborhood of sea coast, and the banks of navigable rivers, are
advantageous situations for industry, only because they facilitate the
exportation and exchange of such surplus produce for something else which is

more in demand there.

In one of the most interesting parts of Book | Smith compares the average
profits in town and country, declaring that profits are higher in the latter case. He
observes that in a prosperous town the people who have great stocks to employ,

frequently cannot get the number of workmen they want, and compete with one

188 Smith informs us that “the important business of making a pin is, in this manner, divided into about
eighteen distinct operations” (WN, Book I, c. i, § 3: 15). Despite the fact that Smith sought a
manufactory of this kind, he cites historical details through indexing the article ‘Epingle’ in the fifth
volume of the Encyclopedie (1755) which identifies the eighteen discrete operations (Ross 1995: 273).
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another in order to get as many as they can. This competition raises labour wages and
decreases the profits of the stock (WN, Book I. ¢. 7, § 7: 107). On the other side, in
the remote parts of the country there is not sufficient stock to employ, and workmen
compete with one another for available employment. Evidently, such competition
pushes labour wages down and raises the profits of stock (p. 107). Generally for
Smith, when (historically) free people offer their labour, the natural effect is wage
compression. He uses empirical-historical data to illustrate this argument. He
compares the wages of sailors and of common labourers (who are fewer) and notes
that:

In time of peace, and in the merchant service, the London price is from a
guinea to about seven-and-twenty shillings the calendar month. A common
labourer in London at the rate of nine or ten shillings a week, may earn the
calendar month from forty to five-and-forty shillings (WN, Book 1, c. x, § 31:
127).16°

Furthermore, one of his central theoretical thoughts is crystallised in the
relation between wages and profits. He notes that “High wages of labour and high
profits of stock, however, are things, perhaps, which scarcely go together” (WN, Book
I, c. ix, § 11: 109). This supposition is transhistorical and seems to be a common
argument in the commercial stage of economic development. Smith illustrates his
syllogism by observing that “The great fortunes so suddenly and so easily acquired in
Bengal and other British settlements in East Indies, may satisfy us that, as the wages
are very low, so the profits of stock are very high in those ruined countries” (WN,
Book 1, c. ix, § 13: 111). Generally, for Smith, the size of stock (as the division of
labour) is determined by the extent of the market since, “In small towns and county
villages, on account of the narrowness of the market trade cannot always be extended
as stock extends [...] In great towns, on the contrary, trade can be extended as stock
increases, and the credit of a frugal and thriving man increases much faster than his
stock” (WN, Book 1, c. x, § 38: 130). Smith tries to formulate a theoretical scheme to

illustrate stock’s movement. He observes that over-accumulation causes profit to fall

169 Methodologically speaking, Smith uses a type of ‘Comparative method’ in order either to exhibit

the truthfulness of his abstract reasoning or to develop a totally new line of argument. According to Sen
(2010: 50) Smith uses a comparative approach in contrast to transcendentalism. For instance, this
aforementioned empirical example illustrates the first instance of his comparative methodology and is
moving against transcendalist thinking.
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since the stock accumulated comes at times to be so great, that it can no longer be
employed with the initial rate of profit. Essentially, the lowering of profit in the town
forces stock to move out to the country, whereby it creates an improved demand for
labour and necessarily raises wages (WN, Book I, c. x, part ii, § 26: 144-145). For
Smith, the search of higher profits alterates (historically) with the accumulation
process and brings about a variety of dynamic changes in prices of both commodities
and labour. Essentially, therefore, the diminution of capital stock in old trades lowers
labour wages and raises the profits of stock (and subsequently the interest of money).
Smith uses historical material to illustrate this. For example, in China, which had long
ago acquired the full complement of its riches, the ordinary rate of interest was twelve
percent (WN, Book I, c. ix, § 15: 112).

Smith goes further by identifying a theoretical connection between the division of
labour and stock’s size. Already in his early Lectures he had observed that, “The
number of hands employed in business depends on the stored stock in the kingdom,
and in every particular branch on the stored stock of the employers” (LJ (A), Section
VI, § 93: 365, emphasis added). Therefore, the division of labour, which is the sine
qua non of economic development, depends on the stock employed in each productive
pl‘ocess.170 Meanwhile, for Smith, “labour can be more and more subdivided in
proportion only as stock is previously more and more accumulated” (WN, Book II,
Introduction, § 3: 277).}"* This connection is one of the central theoretical pillars of
the WN and, in Smith’s view it represents a generalised theoretical proposition.
However, the stock which is the crucial variable of this proposition may be
accumulated through different (historical) processes: the colonisation of new
territories, the drawing of raw materials, the accumulation of precious metals and
stones may be some of the sources of this (early) accumulation process. Smith
employs historical material to illustrate the different sources of this accumulation

processes and uses history as the cloak of his abstract syllogism.

70 It must be noted that for Smith, the accumulation of stock naturally leads to the improvement of the
productive powers of labour due to the motivation of productive labour. Smith points out in his WN
that “The quantity of industry, therefore, not only increases in every country with the increase of the
stock which employs it, but, in consequence to that increase, the same quantity of industry produces a
much greater quantity of work” (WN, Book II, Introduction, § 4: 277).

71 Heilbroner (1973: 246) is right to note that in order to enhance his stock, the manufacturer requires
two conditions: “(1) he must have accumulated the capital to employ an additional quantity of labour
and to purchase the additional machinery needed to employ it, and (2) he must also have available and
increased supply of labour itself”.
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In Book Il of the WN, Smith deploys a pre-quantitative theory of money. He
notes that the money circulation of every nation is divided into “the circulation of the
dealers with one another, and the circulation between the dealers and the consumers”
(WN, Book II, c. ii, § 88: 322). The transactions between dealers and consumers are
generally carried on by retail and require a very small quantity of money. For Smith,
these small sums of money circulate much faster than larger ones. He observes that
small quantities of money entail a greater velocity of circulation since “A shilling
changes masters more frequently than a guinea; and a halfpenny more frequently than
a shilling” (p. 322). He uses historical material to illustrate this while he points out
that the increase of paper money (by augmenting money supply) diminishes the real
value of the whole currency and augmented the money price of all commodities (WN,
Book II, c. ii, § 96: 324). Smith seeks to develop a (theoretical) relation between the
quantity and velocity of money noting that the quantity and prices of commodities are
connected to the total quantity of money circulated in a country and with the total
value of goods produced it.!"? He develops a theoretical conjuncture between them
and observes that

The quantity of money [...] must in every country naturally increase as the value
of the annual produce increase [since] the value of the consumable goods annually
circulated within the society being greater, will require a greater quantity of
money to circulate them (WN, Book II, c. iii, § 24: 340).*"

Smith uses historical material to illustrate his abstract proposition and arrays the
Scottish experience of 1759 when the prices of provisions and others commodities
increased due to increases of money supply from the circulation of five and ten

shilling notes.

72 Smith observes that “The quantity of money, therefore, which can be annually employed in any
country must be determined by the value of the consumable goods annually circulated within it” (WN,
Book 1, c. iii, § 23: 339-340). Generally, for Smith, money is simply the wheel of circulation, the great
instrument of commerce. He notes in particular that “like all other instruments of trade, though it makes
a part and a very valuable part of the capital, makes no part of the revenue of the society to which it
belongs” (WN, Book 11, c. ii, § 23: 291). It must be noted that Hume is the progenitor of the idea of
money neutrality.

3 The issue of money circulation is a common motif among Scottish scholars. According to Skinner
(1996: 242), Hume was the first of the Scottish theorists who stated the famous relationship between
changes in money supply and the general price level.

[134]



Ad addendum, one of the most interesting themes developed in the WN is the
connection between the inherent dynamics of a country’s economic development and

the demand (and price) of labour in this country. According to Smith:

It is not the actual greatness of national wealth, but its continual increase,
which occasions a rise in the wages of labour. It is not, accordingly, in the
richest countries, but in the most thriving, or in those which are growing rich
the fastest, that the wages of labour are highest (WN, Book I, c. viii, § 22: 87).

And, more sharply, “the proportion between the real recompense of labour in different
countries [...] is naturally regulated, not by their actual wealth or poverty, but their
advancing, stationary, or declining condition” (WN, Book I, c. xi, part iii, st period,
§ 26: 206, emphasis added). Evidently, the word naturally gives a purely theoretical
and transhistorical backdrop to his argumentation. Smith uses historical evidence to
illustrate the interpretative breadth of his argument and notes that despite the fact that
England in his times is certainly a much richer country than any part of North
America, the wages of labour in North America are much higher than in any part of
England (WN, Book 1, c. viii, § 22: 87).174 Smith claims that England’s economic
condition is more affluent than that of Scotland. This affluence influenced the rate of
wages inasmuch as, “At London the wages of the greater part of the different classes
of workmen are about double those of the same class at Edinburgh” (WN, Book 1, c.
X, § 31: 127). Smith uses a variety of historical information to illustrate his point. He
observes that in France, a country not altogether so prosperous, “the money price of
labour has, since the middle of the last century, been observed to sink gradually with
the average money price of corn” (WN, Book I, c. xi, part iii, 1% period, § 20: 218-
219), while in China and Indostan, the economic condition is characterised as almost
stagnant: “the real price of labour, the real quantities of the necessaries of life which is
given to the labourer, it has already been observed is lower [...] than it is through the

greater part of Europe” (WN, Book I, c. xi, part iii, 31 period, § 28: 224). He points

7% Smith searches to specialise his historical references: “In the province of New York, common
labourers earn three shillings a day; ship carpenters, ten shillings and sixpence currency, with a pint of
rum worth sixpence sterling, equal in all to six shillings and sixpence sterling; house carpenters and
bricklayers, eight shillings currency, equal to four shillings and sixpence sterling house carpenters and
bricklayers, eight shillings currency, equal to four shillings and sixpence sterling; journeymen taylors,
five shillings currency, equal to about two shillings and ten pence sterling. These prices are all above
the London price; and wages are said to be as high in the other colonies as in New York” (WN, Book I,
c. viii, § 22: 87).
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out that though the wealth of a country may be great, if this country has been
stationary for many years, we must not expect to find the wage of labour very high
(WN, Book I, c. viii, § 24: 89). For Smith, the stationary condition of a country
compresses the wages of labour below their ‘natural’ level. He uses travellers’
observations to illustrate this interrelation. For instance, Marco Polo, who visited
China more than five hundred years previously, “describes its cultivation, industry,
and populousness, almost in the same terms in which they are described by travellers
in the present time” (WN, Book 1, c. viii, § 24: 89).175

Therefore, according to Smith, the natural rates of wages are determined by
each country’s economic condition since the natural effect of increasing wealth is
higher wages, since the demand for labour is dynamically increased. This theoretical
scheme attains in the WN an ‘assuming’ and transhistorical content. However, its
analytical adequacy is historically moderated by governmental actions which directly
affect the real price of labour. More specifically, police regulations (as Smith used to
call them) first, restrain the competition in some employments to a smaller number
than would otherwise be the case, second, increase the competition in others beyond
what it would naturally be and, third, obstruct the free mobility of labour and stock,
both from employment to employment, and from place to place (WN, Book I, c. X,
part ii § 1: 135). The major impact of all these regulations is the creation of obstacles

in the way of free competition and of ‘the natural order of things’.'”® He believes that

175 It must be noted that Smith had no access to the official archives of such remote (and rude) countries
as China, East India, North & South America. Therefore, he made use of travellers’ notes from which
he had attempted to glean out facts of economic, social, and political history. For Great Britain (and to
a lesser degree for France) whose official registrations were accessible to him, he used them as
authenticated historical material. For France, the necessary official data were offered to him by his
friend Turgot who became Minister of Economics in 1774. However, this preference for official
archives does not render travellers’ notes of secondary importance. Contrary to Rashid’s (1990) belief,
these notes give Smith the opportunity to open up his perspective all over the known world of his
epoch. Stewart’s (1793, Section II, § 46: 293) observation is illustrative our view: “the detached facts
which travels and voyages afford us, may frequently serve as land-marks to our own speculations”.
More generally, Smith, as Ross (1995: 169) informs us, “had been impressed with the comparative
ethnographic data accumulating in his time through the efforts of European travellers to record their
experience of the aboriginal people they met, especially in America and Africa”. Essentially, the
historiography of the Enlightment, as Croce (1921: ch. 5) rightly described it, is connected with the
indexing of travellers’ notes. Croce (1921: 255) notes that “A beginning was made with the use of the
material discovered, transported, and accumulated by explorers and travellers from the Renaissance
onward”, and, “India and China attracted attention, both on account of their antiquity and of the high
grade of civilization to which they had attained”.

7% smith believes that the acquaintance with free competition is a necessary precondition to attain ‘the
natural course of things’ by directing funds to productive employments and by promoting a generalised
economic development. He notes that when competition arises between different capitals, “the owner
of the one endeavoring to get possession of that employment which is occurred by another. But upon
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the institution of apprenticeship restrains competition in a dual way: firstly, directly
through the limitation of the number of apprentices and then, indirectly through a long
term of apprenticeship, which by increasing the expence of education boxes out the
available apprentices. Smith uses corporate bye laws and official statutes to illustrate

the veracity of his abstract syllogisms. More specifically, he notes that:

In Sheffield no master cutler can have more than one apprentice at a time, by a
bye-law of the corporation. In Norfolk and Norwich no master weaver can
have more than two apprentices, under pain of forfeiting five pounds a month
to the king [...] No master hatter can have more than two apprentices
anywhere in England, or in the English plantations (WN, Book I, c. x, part ii §
6: 136).

Smith illustrates the lengthening of the time of apprenticeship by the 5™ enactment of
Elizabeth (1562) through which “it was enacted, that no person should for the future
exercise any trade, craft, or mystery at that time exercised in England, unless he had
previously served to it an apprenticeship of seven years at least” (WN, Book I, c. x,
part i § 8: 137).1"" Smith believes that an important obstacle to the free circulation of
labour was the institution of Poor Laws. He presents a short history of this institution
in order to illustrate this (historiographically) interesting note.*”® His concluding

comment is indicative of this illustration:

the very unequal price of labour which we frequently find in England in places
at no great distance from one another, is probably owing to the obstruction
which the law of settlements gives to a poor man who would carry his industry
from one parish to another without a certificate (WN, Book I, c. x, part ii, §
58: 156).

most occasions he can hope to justle that other of this employment, by no other means but by dealing
upon more reasonable terms. He must not only sell what he deals in somewhat cheaper, but in order to
get it to sell, he must sometimes too buy it dearer” (WN, Book II, c. iv, § 8: 353). Evidently, as the
competition increases, the demand for productive labour and the funds that are destined for maintaining
it are growing faster and faster.

Y7 Smith in a typical historian’s fashion informs us that the duration of apprenticeships is shorter in
France (WN, Book I, c. x, part ii, § 10: five years) and in Scotland (WN, Book I, c. x, part ii, § 11:
three years).

78 According to Rashid (1990: 23), Smith’s entire presentation of Poor Laws is based on Richard
Burn’s History of the Poor Laws. It must be noted that Smith quoted freely from Burn’s History and
called him a ‘very intelligent author’. The History of the Poor Laws (1764) was published after the
author’s death by his son, and was an update of William Blackstone’s Commentaries on the Laws of
England, [see: Hugh, C. (1911), lemma: “Burn, Richard”, Encyclopedia Britannica, Cambridge
University Press]
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Generally Smith, believes that the price of labour rises in ‘cheap’ and declines
in ‘dearer’ periods since ‘cheap’ years tend to augment the proportion of independent
workmen to journeymen and servants of all kinds, and ‘dear’ years to diminish it
(WN, Book I, c. viii, § 48: 102). He uses historical material in the form of the work of

Messance:!"®

to show that poor do more work in cheap than in dear years, by comparing the
quantity and value of the goods made upon those different occasions in three
different manufactures; one coarse woolens carried on at Elbeuf; one of linen,
and another of silk, both which extend through the whole generality of Rouen
(WN, Book 1, c. viii, § 49: 102).

However, he cites another historical example which does not validate this theoretical
supposition. He points out that in a Scottish linen manufacture (and in a woollen
manufacture in Yorkshire) this connection between cheapness and quantity of value is
neither obvious nor self-evident. For instance in 1740 (a year of evident scarcity),
“both manufactures, indeed, appeared to have declined very considerably. But in
1756, another year of great scarcity, the Scotch manufacture made more than ordinary
advances” (WN, Book 1, c. viii, § 50: 102). Evidently, this situation runs against the
aforementioned analytical scheme. Substantially, this paradigm reflects the influence
of historical circumstances which affect the demand of these products and limits the
interpretative breadth of the theoretical. Smith names as expressions of these
circumstances the occasions of peace or war; the prosperity or decline of other rival
manufactures; and the good or bad humor of their principal customers (WN, Book I,
c. viii, § 51: 103). Easily, in these historical conditions, history becomes an organic
element of theorising, setting epistemological limits to theory’s abstractness and

universality.
3.4 Theoretical history: stages of economic development

Stages theory is a central epistemological motif among the Scottish historical
school. For instance one of its leading members, the earliest sociologist, Adam

Ferguson, unfolded in his essay on The History of Civil Society a three stages theory

% M. Messance was a French demographer and chronicler. His main work is the Nouvelles recherches
sur la population de la France (Lyons, 1788). Landes (2003: 326) characterises Messance as a
perceptive demographer. According to his late-biographer Smith considered Messance’s study as ‘the
most judicious of them all’ (Ross 1995: 233).
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which collapses the first two of Smith’s stages into one. Moreover, a form of stadial
theory was also adopted (and developed) by various eighteenth-century authors such
as John Millar and William Robertson. Accordingly, Smith believes that Robertson
“had borrowed elements of this four-stage theory from him” (Ross 1995: 107). Meek
(1976: 227) notes that, though Smith was not the first to use a stage theory there were
other precursors — principally Grotius and Montesquieu — he uses the four stages
theme in his Lectures even before 1750. According to Stewart ([1793] 1829: 10),
Smith had followed the plan that seems to have been suggested by Montesquieu,
“endeavouring to trace the gradual progress of jurisprudence, both public and private,
from the rudest to the most refined ages and to point out the effect of those arts which
contribute to subsistence, and to the accumulation of property, in producing
correspondent improvements or alterations in law and government”. On the other
hand, Pocock (2006: 280) notes that, “This scheme was not a Scottish invention,
although Smith did much to promote it and made important contributions to it; it
seems to have arisen from diverse sources and been assembled in scientific form
through the work of a diversity of authors”. It must be pointed out that Montesquieu
and Giambattista Vico, through his Prinipi d’ una scienza nuova (1725), promoted a
totally different theory of history to that of the Renaissance and influenced the

epistemology of the Scottish historical school (Hodgson 2001: 43).

Generally, in the classical (as one may call it) philology, Smith’s economic history
is identified with his famous stages theory. This philology identifies the
epistemological framework of stages theory as the leitmotif of Smith’s views on
history. Smith’s stages theory is connected with his inherently evolutionary stance,
and in the WN it took the form of a theory of economic development which embodied
the idea of some ‘natural’ or ‘normal’ movement through a succession of different

modes of subsistence (Meek 1976: 225).*% Essentially, this predefined process of

180 A stages theory is also elaborated in Mill’s Principles of Political Economy (see Chapter 5) and in
Marx’s well-known passage in the Preface to his Contribution to the Critique of Political Economy
(1859). Marx’s stages theory is seated on the concept of the mode of production. In his own words: “In
the social production of their existence, men inevitably enter into definite relations, which are
independent of their will, namely relations of production appropriate to a given stage in the
development of their material forces of production. The totality of these relations of production
constitutes the economic structure, the real foundation, on which arises a legal and political
superstructure and to which correspond definite forms of social consciousness. The material mode of
production of material life conditions the general process of social, political and intellectual life [...] At
a certain stage of development, the material productive forces of society come into conflict with the
existing relations of property relations within the framework of which they operated hitherto. From
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economic advancement “depended on the satisfaction of certain physical
preconditions, such as fertility of the soil and access to good communications”
(Skinner 1996: 83). Such an epistemological framework impelled Smith to investigate
the emergence, evolution, decline and transformation of institutions and structures
through a static approach. Smith refers explicitly to the four stages through which
history proceeds early in his Lectures. He notes that “There are four distinct states
which mankind passes thro:- 1%, the Age of Hunters; 2%¥, the Age of Shepherds; 3%,
the Age of Agriculture; and 4" the Age of Commerce” (LJ (A), Section I, § 27:
14)."® Naturally therefore, this argument has made many of his leading commentators
believe that the commercial stage of economic development is identified as ‘the end
of history’.*®*> However, apart from the rightly observed Smith’s optimism — with
regard to the fate of commercial capitalism — his views had not to be thought as
simplistic and mechanistic. Coats (1975: 232) is right in arguing that Smith (unlike
the historians of German and British historical schools) “did not visualize his ‘stages’
of development in a narrow, deterministic fashion”. A typical quote from his WN

suffices to illustrate his view:

forms of development of the productive forces those relations turn into their fetters. Then begins an era
of social revolution. The change in the economic foundation leads sooner or later to the transformation
of the whole immense superstructure” [Marx (1859) 1970: 20-21].

181 Smith maps this passing by noting that “If we should suppose 10 or 12 persons of different sexes
settled in an uninhabited island, the first method they would fall upon for their subsistence would be to
support themselves by the wild fruits and wild animals which the country afforded [...] This is the age
of hunters. In process of time, as their numbers multiplied, they would find the chase too precarious for
their support [...] The contrivance they would most naturally think of would be to tame some of those
wild animals they caught, and by affording them better food than what they could get elsewhere they
would enduce them to continue about their land themselves and multiply their kind. Hence would arise
the age of shepherds. They would more probably begin first by multiplying animals then vegetables, as
less skill and observation would be required [...] We find accordingly that in almost all countries the
age of shepherds preceded that of agriculture [...] But when a society becomes numerous they would
find a difficulty in supporting themselves by herds and flocks. Then they would naturally turn
themselves to the cultivation of land and the raising of such plants and trees as produced nourishment
fir for them [...] And by this means they would gradually advance into the Age of Agriculture. As
society was farther improved, the several arts, which at first would be exercised by each individual as
far as was necessary for his welfare, would be separated; some persons would cultivate one and others,
as they severally inclined. They would exchange with one another what they produced more than was
necessary for their support, and get in exchange for them the commodities they stood in need of and did
not produce themselves. This exchange of commodities extends in time not only betwixt the
individuals of the same society but betwixt those of different nations [...] Thus at last the Age of
commerce arises” (LJ (A), Section I, § 27-32: 14-16).

182 For instance Alvey (2003: 2) observes that “there appears to be a teleological process in history as
well: after considerable historical evolution, the ‘divine’ plan is revealed in the emergence of
commercial society” and; “Smith’s theory is also teleological in the sense that the historical process
seems to produce inevitably a society that completes the path of history; once history reaches a certain
stage this society is also impregnable”. And, for Milonakis and Fine (2009: 53) “For, two hundred
years before Fukuyama put forward his (now discarded) theory of the end of history or the triumph of
capitalism, Smith takes a similar view”.
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When the German and Scythian nations over-ran the western provinces of the
Roman empire, the confusions which followed so great a revolution lasted for
several centuries. The rapine and violence which the barbarians exercised
against the antient inhabitants, interrupted the commerce between the towns
and the country. The towns were deserted, and the country was left
uncultivated, and the western provinces of Europe, which had enjoyed a
considerable degree of opulence under the Roman empire, sunk into the lowest
state of poverty and barbarism (WN, Book III, c. ii, § 1: 381).

Therefore, Skinner (1975: 159) rightly observes that in Smith’s mind there are
frequent steps backward. These steps are related to specific historical regressions (that
are moving against ‘the natural course of things’) and are connected with a pessimistic

outlook which promotes a (frequently typified) cyclical view of history.'®®

According to Smith’s stadial theory, each stage is characterised by its own
institutions, structures etc. (‘coinage’, ‘laws’, ‘instruments of commerce’). Despite
this differentiation, in each stage, Smith’s theoretical and abstracted notions (such as
‘exchange’, ‘division of labour’ or ‘market’) gain different (historical) forms.*®
Moreover, as we are advancing from one stage of economic development to the next
(as ‘the progress of improvement’ is set in movement) the institutional framework is
transformed and sets the scene for the emergence of totally new institutions. Smith
had not proposed a coherent story of this transformation but there are scattered notes

in his work that are sufficient to illustrate his thoughts on this matter.

183 As already noted in section 2 of this chapter Smith is a typical progressivist philosopher. However,
he believes that progress is in many instances violated. Evidently, therefore, Heilbroner (1973: 243)
rightly observes that in the WN we are faced “with the deeply pessimistic prognosis of an evolutionary
trend in which both decline and decay attend- material decline awaiting at the terminus of the economic
journey, moral decay suffered by society in the course of its journeying”.

184 Smith is careful to typify these differentiations: “In the rude ages of the society, cattle are said to
have been the common instrument of commerce [...] yet in old times we find things were frequently
valued according to the number of cattle which had been given in exchange for them” (WN, Book I, c.
iv, § 3: 38) and continues as an economic historian to argue that “Salt is said to be the common
instrument of commerce and exchanges in Abyssinia; a species of shells in some parts of the coast of
India; dried cod at New Foundland; tobacco in Virginia; sugar in some of our West India colonies;
hides and leathers is some other countries” (p. 38); “The Romans are said to have had nothing but
copper money till within five years before the first Punic War, when they first began to coin silver”
(WN, Book I, c. v, § 24: 56) and, “the northern nations who established themselves upon the ruins of
the Roman empire, seem to have had silver money from the first beginnings of their settlement” (WN,
Book I, c. v, § 25: 56). From the fall of the Roman empire, till the late eighteenth century, silver was
regarded as the most usual instrument of commerce, “In England, therefore, and for the same reason I
believe, in all other modern nations of Europe, all accounts are kept and the value of all goods and of
all estates generally computed in silver” (WN, Book I, c. v, § 25: 57).
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He notes that in the rude stages of economic development there is no

accumulation at all, as:

Every man endeavours to supply by his own industry his own occasional
wants as they occur. When he is hungry, he goes to the forest to hunt; when
his coat is worn out, he cloaths himself with the skin of the first large animal
he kills; and when his hut begins to go to ruin, he repairs it, as well as he can,
with the trees and the turf that are nearest it (WN, Book II, Introduction, § 1:
276).

In this stage of economic development, which is characterised as ‘the lowest and
rudest stage’ of societal organisation, the dominant activities are taken to be hunting,
fishing and gathering. Evidently, in these economic and social conditions there would
be no magistrate and no rules of justice since “disputes between different members of
the community would be minor” (Skinner 1996: 80). Essentially, the denotative
feature of this stage is that “Universal poverty establishes there universal equality”
and “There is therefore little or no authority or subordination in this period of society”

(WN, Book V, c. 1, § 7: 693).

The domestication of animals through the pastoral stage of economic
development gave rise to a distinct form of wealth which was based on inequality of
fortune and which altered the relations of both power and dependence. Smith
identifies this stage with “a more advanced state of society, such as we find it among
the Tartars and Arabs” (WN, Book V, c. i, § 3: 690). Although these societies do not
have a fixed habitation, they are characterised by an early introduction of both

institutions and property rights. Smith notes in his later Lectures that:

The appropriation of herds and flocks which introduced an inequality of
fortune was that which first gave rise to regular government. Till there be
property there can be no government, the very end of which is to secure wealth
and defend the rich from the poor (LJ (B), § 20: 404).

He exemplifies the emergence of government in purely material (economic) terms and

identifies it with specific class interests which in:

the second period of society, that of shepherds, admits of very great

inequalities of fortune, and there is no period in which the superiority of
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fortune gives so great authority to those who posses it. There is no period
accordingly in which authority and subordination are more perfectly
established (WN, Book V, c. 1, § 7: 693, emphasis added).

Therefore, the introduction of property rights gave rise not only to a pattern of
authority and subordination but also to government. According to Smith, property and
(civil) government are in intenso depending on one another. He believes that the
preservation of property (and inequality of possession) must always vary with the
form of government (LJ (B), § 11: 501).

In the farming stage of economic development, the dominant mode of
subsistence is naturally lands’ tillage. This mode implies differentiated property rights
which enhances the authority of the dominant class and institutionalises this authority
through a more relaxed political administration than before. However, in the lower
level of this stage, that of the allodial system, “the vassal is directly dependant on the
owner of the land; a fact which served to explain the great power and the territorial
jurisdictions of the feudal lords” (Skinner 1965: 10).'® In the allodial period the
institutional framework of the pastoral stage is still working, but there are also the
seeds of a higher form of economic development.'®® This sub-period of the farming
stage is identified with a gradual transformation in property relations and with
identical relations of dependence.'®” However, the necessity of military service
impelled lords to grand long leases “for a term of years, and then in the form which
gave security to the tenant’s family and ultimately to his posterity” (Skinner 1975:
161). These leases are connected with the emergence of the feudal period in the
farming stage of economic development. Despite the fact that the feudal sub-period is
‘a higher form of agrarian economy’, it had its limitations which are crystallised in its
instable political institutions. Smith illustrates the political instability of the Middle

Ages as the decisive effect of the general economic stagnancy in Western Europe:

185 According to Campbell and Skinner (1976: 14) “The third economic stage is perhaps the most
complicated of Smith’s four-fold classification at least in the sense that it seems to have a lower,
middle and upper phase”. For instance, the feudal system consists in a higher form of agrarian economy
than that of the allodial which is an early expression of the farming stage.

186 Skinner (1975: 159-160, emphasis added) puts it eloquently: “we move in effect from a developed
version of one economic stage to a primitive version of another; from the state of pasture to that of
‘agriculture’ which features a settled abode property in land, and some form of rudimentary tillage”.

187 According to Smith observes that “In those disorderly times, every great landlord was a sort of petty
prince. His tenants were his subjects. He was their judge, and in some respects their legislator in peace,
and their leader in war. He made war according to his own discretion, frequently against his
neighbours, and sometimes against his sovereign” (WN, Book III, c. ii, § 3: 383).
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The authority of government still continued to be, as before, too weak in the
head and too strong in the inferior members, and the excessive strength of the
inferior members was the cause of the weakness of the head. After the
institution of the feudal subordination, the king was incapable of restraining
the violence of the great lords as before. They still continued to make war
according to their own discretion, almost continually upon one another, and
very frequently upon the king, and the open country still continued to be a
scene of violence, rapine, and disorder (WN, Book III, c. iv, § 9: 417-418,
emphasis added).

In the commercial stage of economic development, wealth was diffused
among the members of the community. In this stage, according to Smith, the direct
political dependence was eliminated and new more explicit and more democratic
institutions were brought to the fore. The commercial stage is connected with
economic development since commerce and manufactures gradually introduced order
and good government, and with them, the liberty and security of individuals.
Therefore, “A regular government was established in the country as well as in the
city, nobody having sufficient power to disturb its operations in the one, any more
than in the other” (WN, Book IIL, c. iv, § 15: 504). The commercial stage of economic
development is connected with new institutional framework and the tendency ‘of
bettering our condition’ (by being ensured) provided that gains to country and town

are both mutual and reciprocal.

Smith’s stages theory is not independent from historical facts. Essentially, his
historical sensitivity impels him to use the historical element (in all its possible forms:
economic, social, political, and cultural) as an integral part of his theoretical analysis.
The great majority of his theoretical schemas encapsulate in their ‘hard core’ the
dynamic variations of historical time. His ‘progressive’ view of historical time and his

historical workmanship comprise an organic part of his abstract formulations.

For instance, one of the first theoretical propositions in the very first chapter of
Book | highlights the influence of historical time. He notes that, “The division of
labour, however, so far as it can be introduced, occasions, in every art, a
proportionable increase of the productive powers of labour” since it reduces every

man’s business to a simple operation (WN, Book I, c. i, § 4: 15). Evidently, this

[144]



proposition, despite its transhistorical content, is ontologically seated on the impact of
historical time, inasmuch as the emergence, the functioning, and evolution of the
division of labour, which is growing up through different stages, is a historical
phenomenon. For Smith, the dialectical relation between the division of labour and
the productive powers of labour lies behind economic development. For him the
invention of greater machinery which enhances labour productivity and enables one to
do the work of many is a function of the division of labour (WN, Book I, c. i, § 5: 17).
According to Smith, “the intention of all those machines by which labour is so much
facilitated and abridged, seems to have been originally owing to the division of
labour” (WN, Book I, c. i, § 8: 19-20).188

For Smith (WN, Book II, c. iii, § 32: 343), the productive powers of the same
number of labourers cannot be increased, “but in consequence either of some addition
and improvement to those machines and instruments which facilitate and abridge
labour; or of a more proper division and distribution of employment”. For him, the

division of labour is a function of market demand. As he put it:

the increase of demand, besides, though in the beginning it may sometimes raise
the price of goods, never fails to lower it in the long run. It encourages production,
and thereby increases the competition of the producers, who, in order to undersell
one another, have recourse to new divisions of labour and new improvement of
art, which might never otherwise been thought of (WN, Book V, c. i, 3" Part, §
26: 748).

And more explicitly, “the degree to which the division of labour can be introduced
into any manufacture is necessarily regulated, it has already been shown, by the
extent of the market” (WN, Book IV, c. ix, § 41: 680, emphasis added). According to
Smith, the improvement in the production process (which renders consumption
cheaper) provides in the long run a greater scope for the subdivision of labour.
Therefore, the division of labour is the underlying force for the spread of technology
and the improvement of productivity, and is the sine qua non of economic
development. The latter is totally dependent on the size of the market. Smith observes

that, as the power of exchange gives occasion to the division of labour, so the extent

188 For instance, in the Book II of the WN Smith observes that “as the operations of each workman are
gradually reduced to a greater degree of simplicity, a variety of new machines come to be invented for
facilitating and abridging those operations” (WN, Book II, Introduction, § 3: 277).
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of this division is always influenced and determined by the extent of the market. This

is how Smith puts it:

the perfection of manufacturing industry, it must be remembered, depends
altogether upon the division of labour; and the degree to which the division of
labour can be introduced into any manufacture, is necessarily regulated [...]
by the extent of the market (WN, Book IV, c. ix, § 41: 680, emphasis added).

Smith arrays historical evidence to show the market’s influence on the breadth of the
division of labour. He notes that in the Highlands of Scotland where there is no
market at all, “every farmer must be butcher, baker, and brewer for his own family”
(WN, Book I, c.iii, § 2: 31). On the other hand, he notes in his early lectures that “A
merchant in Glasgow or Aberdeen who deals in linen will have in his ware-house,
Irish, Scots, and Hamburg linens, but at London there are separate dealers in each of
these” (LJ (A), Section VI, § 64: 355).

As Milonakis & Fine (2009: 50) rightly point out, “the commercial stage of
society enables a growing division of labour because of the extent of the market
through which the underlying motive of self-interest can be expressed through
productivity increase”. Essentially therefore, according to Smith, a broader (historical,
social, political, and cultural) framework determines economic variables. His
theoretical analysis is historically animated since the notion of ‘the extent of the
market’ is determined both historically and socially. The extent of the market is the
decisive causal factor determining the intensity of the division of labour and not vice
versa. History, as historical time then, is organically subsumed in Smith’s theoretical

syllogisms and constitutes a central element of his abstract political economy.

This organic subsumption is used in his analysis of stages theory and of the
transition from one stage of economic development to the next. The famous smithian
notion of ‘the mode subsistence’ is the theoretical construction in which historical
change is masterfully encapsulated.®® This concept seems to be transformed
epistemologically into the schema of relative values (prices) with which Smith

attempts to systematise the fermentations that lie behind any historical change. He

189 Smith does not offer an explicit definition of the ‘mode of subsistence’ but we can infer it as
meaning this amount of food which “is cheapest and most abundant” for poor people (WN, Book I, c.
Xi, part iii, st period, § 29: 207).

[146]



notes that the relative prices of bread and butcher’s meat (which are crucial to
people’s subsistence) “are very different in the different periods” (WN, Book I, c. xi,
part i, § 7: 164). For example, in the earliest stages of economic development (that of
hunting and pastoral stages, according to Smith’s terminology) when cultivation was
extremely slender “there is more butchers’ meat than bread, and bread, therefore, is
the food for which there is the greatest competition, and which consequently brings
the greatest price” (p. 164).**® The plentitude of uncultivated lands in this stage of
economic development renders cattle’s reproduction a relatively easy task and pushes
society to enter into the pasturing level of its economic development and societal
organisation. Generally, in the rude (hunting and pastoral) stages of economic
development, the relative value (price) of corn is sufficiently higher to (almost) all
kinds of meat. These (meat) commodities “would purchase or represent a much
smaller quantity of labour than in times of more opulence and improvement” (WN,
Book I, c. xi, part iii, 1¥ period, § 25: 205).°** Evidently, in a naturally fertile but
almost uncultivated country, cattle, poultry, game of all kinds, etc. could be acquired
with a relatively small quantity of labour and weariness. Smith observes that in
colonies, mainly in the regions of South America, animals are “of so little value that
even horses were allowed to run wild in the woods without any owner thinking it
worthwhile to claim them” (WN, Book I, c. xi, § 4: 240). This easy acquaintance

renders their cost of production (and consequently their price) extremely low.*® In

190 Smith illustrates these primitive conditions (in the rude stage of economic development) with
references to South America which, for him, was in the hunting stage of economic development. He
uses Antonio de Ulloa’s observations: “four reals, one-and-twenty pence halfpenny sterling, was, forty
or fifty years ago, the ordinary price of an ox, chosen from a herd of two or three hundred [...] An ox,
there, he says, costs little more than the labour of catching him” (WN, Book 1, c. xi, part i, § 7: 164).
Antonio de Ulloa (1716-1795) was an explorer, astronomer and administrator of Louisiana from 1766
to 1768. See inter alia: Grieves W. & McGuire J. (2008), Louisiana Governors: Rulers, Rascals, and
Reformers, University Press of Mississippi, Jackson.

191 Smith cites Ulloa’s and Byron’s references: “‘one-and-twenty pence halfpenny sterling, however, we
are told by Ulloa was [...] at Buenos Ayres, the price of an ox chosen from a herd of three or four
hundred. Sixteen shillings sterling we are told by Mr. Byron was the price of a good horse in the capital
of Chili” (WN, Book I, c. xi, part iii, 1* period, § 25: 205). [John Byron (1723-1786) was a Royal Navy
officer. He was a spirited explorer, known as Foul-weather Jack because of his frequent encounters
with bad weather at sea. See: James Gambier, lemma: ‘Byron, Baron’, § 2: pp. CAD-CAE, in Ed.
Lodge (1832) The Genealogy of the Existing British Peerage, with brief sketches of the Family
histories of the Nobility, Saunders and Otley, London.

192 For example, in South America, according to Kalm’s registrations: “they make scarce any manure
for their corn fields [...] but when one piece of ground has been exhausted by continual cropping, they
clear and cultivate another piece of fresh land; and when that is exhausted, proceed to a third. Their
cattle are allowed to wander through the woods and other uncultivated grounds, where they are half-
starved; having long ago extirpated almost all the annual grasses by cropping them to early in the
spring, before they had time to form their flowers, or to shed their seeds” (WN, Book I, c. xi, § 4: 240-
241). Pehr Kalm (1716-1779) was a Swedish-Finnish explorer, botanist, naturalist, and agricultural
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these stages of economic development animals’ wool is much dearer than their meat.
Smith notes that, as Hume acutely observed, in Saxon times (which are connected
with the pastoral stage of economic development), “the fleece was estimated at two-

fifths of the value of the whole sheep” (WN, Book I, c. xi, § 6: 247).1%

Essentially, the extremely low cost of pasturage is associated with short quantities
of bread. This shortage increases corn’s price and renders its cultivation an extremely
profitable process. This profitability agitates country’s inhabitants to start to cultivate
(to exhaustion) the most fertile lands after legal changes in property rights. The
intense competition among producers promotes the general cultivation of corn over
the whole dominion of the country reaching its less fertile parts. This promotion
would bring about vast quantities of corn, signaling the farming stage of economic
development. This transition is crystallised in the relative prices (values) of these
products, since the butcher’s meat becomes dearer than bread. Smith notes that in the
farming stage, “in consequence of the extension of agriculture, the land of every
country produces much greater quantity of vegetable than of animal food” (WN, Book
I, c. xi, part iii, Ist period, § 29: 206-207).1** Smith observes that, in the course of the
progress of improvement, ‘“cattle, poultry, game of all kinds, the useful fossils and
minerals of the earth naturally grew dearer” (WN, Book I, c. xi, § 3: 234).195 Such an
alteration in the relative prices brings about (historical) situations in which, “the rent
and the profit of grass are much superior to what can be made by corn” (WN, Book 1,
c. xi, part 1, § 10: 165). If these situations become generalised, the rent and the profit

of corn would regulate the rent and the profit of pasturage. This regulation is, in

economist. See: American Journeys, Wisconsin Historical Society:
http://www.americanjourneys.org/aj-117a/summary/index.asp.

193 Smith arrays historical material to illustrate this. He observes that in some parts of Spain, which are
generally in their rude state of economic development, “the sheep is frequently killed merely for the
sake of the fleece and the tallow. The carcase is often left to rot upon the ground, or to be devoured by
beasts and birds of prey [...] If this sometimes happens even in Spain, it happens almost constantly in
Chili, at Buenos Ayres, and in many other parts of Spanish America, where the horned cattle are almost
constantly killed merely for the sake of the hide and the tallow” (WN, Book I, c. xi, § 6: 247).

194 Smith attempts to clarify this situation. He notes that, “In almost every part of Great Britain a pound
of the best butcher’s meat is, in the present times, generally worth more than two pounds of the best
white bread; and in the plentiful years it is sometimes worth three or four pounds” (WN, Book I, c. xi,
parti, § 8: 165).

195 “The increasing abundance of food, in consequence of increasing improvement and cultivation,
must necessary increase the demand for every part of the produce of land which is not food, and which
can be applied either to use or to ornament” (WN, Book I, c. xi, part iii, § 1: 193). Smith is explicit in
his statement that the demand of superfluities increases in times of opulence and prosperity and
decreases in that of stagnancy or depression. He observes that, “their real price [...] is likely to rise
with the wealth and improvement of the country, and to fall with its poverty and depression” (WN,
Book I, c. xi, § 19: 254).
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Smith’s mind, accomplished through an extended production of cattle’s food which
renders the cost of their breeding cheaper and cheaper. The physical limits of a
general transformation of cultivation are attained, “when the price of cattle for
example, rises so high that it is as profitable to cultivate land in order to raise food for
them, as in order to raise food for men, it cannot well go higher” (WN, Book I, c. xi, §
2: 237). For Smith, these limits are pushed by direct technological innovations which
increase labour productivity. His lengthy comment is indicative of his empiricism
which is intermingled with his theoretical understanding of things:

The extension of improvement and cultivation, as it necessarily rises more or less,
in proportion to the price of corn, that of every sort of animal food, so it as
necessarily lowers that of, | believe, every sort of vegetable food. It raises the
price of animal food; because a great land which produces it, being rendered fit for
producing corn must afford to the landlord and farmer the rent and profit of corn
land. It lowers the price of vegetable food; because a great part of the land which
produces it, being rendered fit for producing corn must afford to the landlord and
farmer the rent and profit of corn land. It lowers the price of vegetable food;
because by increasing the fertility of the land, it increases its abundance. The
improvement of agriculture too introduces many sorts of vegetable food, which,
requiring less land and more labour than corn, come much cheaper to market
(WN, Book 1, c. xi, § 10: 259).

In Europe, mainly in England, this transformation was achieved through a twin
revolution: firstly the ‘agricultural revolution’ of the seventeenth century (the shift in
both seeds and cultivating methods) which augmented meat’s production with a
parallel decrease of vegetables’ prices (due to the increased produce of turnips,

carrots, cabbages and other expedients);*%

and, secondly, the generalised ‘revolution
in transportations’ which provided Europe with many foreign expedients (such as
Indian corn). However, the adoption of new productive techniques and the adaptation
of relative prices is not an automatic and mechanistic process, since traces of previous
stages of societal organisation function as obstacles to this adaption. Smith illustrates

these limitations by noting that they refer:

19 Smith observes that, “many sorts of vegetable food, besides, which in the rude state of agriculture
are confined to the kitchen garden, and raised only by spade, come [...] to be introduced into common
fields, and to be raised by the plough: such as turnips, carrots, cabbages etc.” (WN, Book I, c. xi, § 10:
259).
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first, to the poverty of the tenants, to their not having yet had time to acquire a
stock of cattle sufficient to cultivate their lands more completely, the same rise
of price which would render it advantageous for them to maintain a greater
stock, rendering it more difficult for them to acquire it; and secondly, to their
not having yet had time to put their lands in condition to maintain this stock
properly, supposing they were capable of acquiring it (WN, Book I, c. xi, § 3:
239).

The end result of this dynamic process is that in London’s market, “the price of
butcher’s meat in proportion to the price of bread is a good deal lower in the present
times, than it was in the beginning of the last century” (Book I, c. xi, part i, § 15:
167)."

In fine, Smith concludes that when the innovative cultivating methods become
generalised, the vegetable food will become much cheaper and therefore accessible to
more people. He uses historical examples to support his belief. He notes that between
the mid-fourteenth century and the first decades of the sixteenth century, “the ordinary
or average price of wheat, seems to have sunk gradually to about one half of its price;
so as at last to have fallen to about two ounces of silver, Tower weight, equal to about

ten shillings of our present money” (WN, Book I, c. xi, part iii, 1% period, § 8: 197).198

97 Smith illustrates this situation by using three different historical sources: a) a Birch’s study about the
Life of Henry Prince of Wales edited in London in 1760, b) an official 1761-1764 Report which
inquired the causes of the High Price of Provisions in England and c) a verbal martyry of a Virginian
merchant. He indexed the price of butcher’s meat that was commonly paid by Henry in one of his
dinners: “the four quarters of an ox weighting six hundred pounds usually cost him nine pounds ten
shillings, or thereabout, that is, thirty-one shillings and eight pence per hundred pounds weight” (WN,
Book I, ¢. xi, part i, § 16: 167). According to Henry’s list “the choice pieces could not have been sold
by retail for less than 4 % d. or 5 d. a pound” (WN, Book 1, c. xi, part i, § 18: 168). In 1764’s Enquiry
“the choices pieces of the best beef to be to the consumer 4d. and 4 Y4 d. the pound; and the coarse
pieces in general to be from seven farthing to 2 %2 d. and 2 % d.” (WN, Book I, c. xi, part i, § 19: 168).
Smith’s comment is indicative; “But even this high price [e.g. that of 1764] is still a good deal cheaper
than what we can well suppose the ordinary retail price to have been in the time of prince Henry (p.
168). According to merchant’s memoir, “in March 1763, he had victualed his ships for twenty-four or
twenty five shillings the hundred weight of beef, which he considered as the ordinary price; whereas, in
that dear year, he had paid twenty seven shillings for the same weight and sort. This high price in 1764,
is however, four shillings and eight-pence cheaper than the ordinary price paid by prince Henry” (WN,
Book 1, c. xi, part i, § 17: 168). All these show that Smith, despite his historiographical shortcomings,
he had attempted to index and evaluate every historical reference that was related to his abstract
analysis. [Thomas Birch (1705-1766) was a British historian and biographer, see: William Prideaux
Courtney in Dictionary of National Biography, 1885-1900, vol I.]

1% He uses historical material from France to show the transhistorical character of this ascertainment.
Smith notes that in France according to Dupre de St. Maur and C.J. Herbert, “the average price of grain
[...] was much lower in the end of the fifteenth and beginning of the sixteenth century, than in the two
preceding” (WN, Book I, c. xi, part iii, 1% period, § 13: 198).

[150]



This abundance of food feeds the great majority of people and impels society to enter
into its commercial stage of economic development. In this stage of societal
organisation, meats of all kinds (and other luxurious goods) become even dearer,
impelling producers to prefer the production of these more expensive products.'®®
This inclination augments the extent of the market extent and underpins a generalised

extension of the division of labour.

Evidently, this schema of relative prices confirms Smith’s stages theory by showing
that changes in market prices (values) are the crystallisation of some historical
change. As in neoclassicists and in Douglass North, the increase in relative prices is

the impulse to both cultivation and improvement of lands. Smith notes that:

from the high or low money price of some sorts of goods in proportion to that of
others, we can infer with a degree of probability that approaches almost to
certainty, that it was rich or poor that the greater part of its lands were improved or
unimproved, and that it was either in a more or barbarous state, or in a more or
less civilized one (WN, Book I, c. xi, § 3: 257).

Smith attempts to sketch out an abstract theoretical scheme of societal transformation
but does not provide a causal connection to explain the transition from stage to stage.
The motif of relative prices and which is seated on the ‘mode of subsistence’ is an
ingenious formulation with analytical shortcomings. The repeated use of the word
‘necessarily’ shows the ‘theoretical” background of his analysis. The absence of a
causal factor renders his argumentation neither technical nor mechanical in its
epistemology. For instance, his direct appeal to history (‘agrarian revolution’,
‘navigation’ etc.) renders his theoretical schema historically animated. Two points are
worth emphasising here; first that between the transition from one stage of economic
development to the next there are ‘transitional’ periods which “cannot be removed but
by a long course of frugality and industry; and half a century or a century more,
perhaps, must pass away before the old system, which is wearing out gradually, can
be completely abolished through all the different parts of the country” (WN, Book I,

199 For instance, milk, in the rude stages of economic development, was extremely cheap since every
individual farmer had his own personal dairy. Following ‘the progress of economic development’ and
the (regular) diminution in the number of cottagers, due to the urbanization process, its price became
higher impelling Smith to point out that “the price at last gets so high that it becomes worthwhile to
employ some of the most fertile and best cultivated land, in feeding cattle merely for the purpose of the
dairy” (WN, Book I, c. xi, § 11: 244).
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c. xi, § 3: 239).200 This observation is connected with Smith’s anticipation of
economic past and shows off a multi-layered systematisation of historical time.?* For
Smith in each stage of societal organisation there remain surviving structures,
practices, habits and customs of previous stages which influence the functioning of
this organisation. For example, the customs of merchants established in the barbarous
times of Europe had given to them extraordinary privileges in the commercial stage of
economic development (WN, Book II, c. ii, § 67: 309).2%

Secondly, Smith’s stages theory implies a schema of ‘uneven’ economic
development among different nations since some of them (England and South

203 The motif of ‘uneven’

America for example) are much wealthier than others.
economic development is revealed in his discussion of feudalism when he notes that
the seeds of it were still subsisting in the Eastern part of Europe, Russia, Poland,
Hungary, Bohemia, Moravia and other parts of Germany and, “it is only in the
western and south-western provinces of Europe, that it has gradually been abolished

together” (WN, Book 111, c. ii, § 8: 387).2%

200 smith arrays a variety of historical evidence to illustrate this. An interesting example is gleaned
from post-Homeric Greece. He notes that the ancient little republics that had emerged after the Trojan
war had as a great accomplishment of their education music and dancing which were the great
amusements of their antecedents (WN, Book V, c. i, § 40: 776, emphasis added).

201 For Skinner (2000: 23) this understanding underlines that, “he was not directly concerned with the
problem of equilibrium”. In spite of his shortsighted loyalty to the market mechanism, Smith was not
an autistic adherent of a kind of a-historical equilibrium analysis similar to that of neoclassical
microeconomic theory.

202 For example, the law of primogeniture, which was introduced in the Middle Ages, as a ‘valve’ of
security from aggressive neighbours, is still there in Smith’s times and continued, “to be respected, and
as of all institutions it is the fittest to support the pride of family distinctions, it is likely to endure for
many centuries” (WN, Book III, c. ii, § 4: 384). In reality, behind the law of primogeniture lies the
anxiety if landlords to keep their land united. Moreover, the institution of entails, established when
great landed estates were a sort of principality, may not be totally unreasonable, “as they ensured the
security of thousands from being endangered by the caprice or extravagance of one man” (WN, Book
III, c. ii, § 6: 384). In Smith’s times, however, “when small as well as great estates derive their security
from the laws of their country, nothing can be more completely absurd” (p. 384). In his Lectures Smith
observes that it was altogether “absurd to suppose that our ancestors who lived 500 years ago should
have had the power of disposing of all lands at this time” (LJ (A), Section I, § 164: 69).

203 Smith cites as typical examples of unequal economic development France and Spain. He quotes
Emperor’s Charles V observation that, “everything abounded in France but [...] everything was
wanting in Spain” (WN, Book I, c. xi, part iii, 3" period, § 25: 220). For Smith the causes of ‘uneven’
economic development of countries like China, Indostan, Spain etc. were in the warps of governmental
actions. Smith’